Oregon Legislative Emergency Board
Minutes

May 26, 2010

Members Present

Representative Hunt, Presiding Chair

Senators Bates, Courtney, Bates, Girod, JohnsonrdépNelson, Shields, Verger, Whitsett, Winters
Representatives Berger, Buckley, Edwards, JensompK Kotek, Nathanson, G. Smith

Member Excused
Representative Garrard

Pursuant to the provisions of ORS 291.328, andh@cthder the authority of ORS 291.326(1)(a), (b),
(c), and (d); ORS 291.371; ORS 291.375; and ORS3806 we hereby certify that the Emergency
Board, meeting on May 26, 2010, took the followatgions:

The meeting was called to order by Representativa Ht 8:05 a.m. in Hearing Room F of the State
Capitol in Salem, Oregon.

Federal Grants

Representative Kotek moved that the Emergencydagprove, en bloc, the following
requests for approval to apply for federal gralésn 17, Department of Human Services — to the U.S.
Department of Agriculture in the amount of up t®@@®00 over three years to improve Supplemental
Nutrition Assistance Program application and ellgibdetermination processing; Iltem 19,
Department of Human Services — retroactively tolkfe. Department of Health and Human Services
in the amount of $800,000 for two years for Refu§ebool Impact Services; Iltem 21, Oregon Health
Authority — retroactively to the American Recoveryd Reinvestment Act, Communities Putting
Prevention to Work program in the amount of up85&000 over two years to augment program
support and community mentoring efforts alreadyamay to increase nutrition and physical activity,
as well as decrease tobacco use and exposureatctbbmoke in Multnomah County; Item 22,
Oregon Health Authority — retroactively to the U partment of Health and Human Services in the
amount of $50,000 for one year to provide pariigdport for the September 2010 University of
Oregon and Oregon Health Authority Prevention Caarfee; Item 23, Oregon Health Authority —
retroactively to the U.S. Department of Health &hanan Services in the amount of up to $750,000
over three years to support research that will adedhe understanding of public health consequences
of climate change, build the state’s capacity enidfy populations and communities at risk, and
increase the state’s preparedness in mitigatingesgbnding to climate related public health events
Item 24, Oregon Health Authority — retroactivelyth@ U.S. Department of Health and Human
Services in the amount of up to $750,000 over yars to improve the food service inspection
functions carried out by local health departmeatsl] Item 26, Oregon Health Authority — to the U.S.
Department of Health and Human Services in the amnofuup to $750,000 over three years to build
and enhance the infrastructure and capacity oftidite to plan, implement, and evaluate population-
based oral disease prevention and promotion pragrarioritizing populations based on oral disease
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burden; with the understanding that any agencyiviegea grant award will return to the Emergency
Board or Leqislative Assembly for any necessanytamhl expenditure limitation and position

authority.

The following is a summary of the request and Sabuodtee (Human Services) action:

The Subcommittee recommended approval of all theests, with the understanding that, if
the funds are awarded, the agency will return ¢éoBEmergency Board or Legislative Assembly for
approval of any necessary additional expenditungdition and position authority.

The motion carried with no objection voiceRBepresentative Garrard and Senators Bates,
Courtney, Nelson and Shields excused.

Federal Grants

Representative Komp moved that the Emergency Baapdove, en bloc, the following
requests for approval to apply for federal grahésn 11, Department of Community Colleges and
Workforce Development — to the U.S. Departmennédrior Bureau of Land Management in the
amount of $50,000 for youth employment progranenlfLl2, Department of Education — to the U.S.
Department of Agriculture in the amount of $500,8M0a Child and Adult Care Food Program Child
Care Wellness Grant; Item 13, Department of Edanatito the U.S. Department of Education in the
amount of $125,000 for Building State CapacityFPoeventing Youth Substance Use and Violence
grant; ltem 28, Department of State Police — retigaly to the U.S. Department of Justice in the
amount of $600,000 for the Forensic Science Trailievelopment and Delivery Program; ltem 36,
Housing and Community Services Department — retivelg to NeighborWorks America for scanner
equipment; Item 37, Department of Energy — to th®. Department of Energy in the amount of
$5,000,000 for the purpose of funding energy edfitiretrofitting of private and public commercial
buildings; Item 41, Parks and Recreation Departmeartroactively to the National Park Service's
Save America’s Treasures Grant Program in the atrafu$il 75,000 for preservation of historic
structures and archaeological sites at Fort YarShéte Heritage Area; Item 46, Oregon Watershed
Enhancement Board — to Bonneville Power Adminigirafor $10 million over five years to fund
restoration actions in the federal Willamette RiBasin Project; Iltem 47, Department of
Transportation — retroactively to the U.S. Deparnitrié Justice for up to $100,000 for a National
Motor Vehicle Title Information System grant; Itef8, Department of Transportation — retroactively
to the Federal Highway Administration for up tor@8llion for a National Scenic Byway Discretionary
grant; Item 53, Department of Transportation —aadtively to the Federal Railroad Administration fo
up to $31 million for a High-Speed Intercity PaggenRail Program grant; and Item 66, Department
of State Police — retroactively to the U.S. Deparitof Justice in the amount of $170,000 for
upgrading the Report Management System for eleictrecords management; with understanding
that, if the funds are awarded, the agency shalimeio the Emergency Board or the Legislative
Assembly for approval of any necessary Federal wndrederal as Other Funds expenditure
limitation and position authority.

The following is a summary of the request and Sabudtee (Education) action:

The Subcommittee recommended approval of all theests, with the understanding that, if
the funds are awarded, the agency will return ¢éoBEmergency Board or Legislative Assembly for
approval of any necessary additional expenditungdition and position authority.
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The motion carried with no objection voiceRBepresentative Garrard and Senators Courtney,
Nelson and Shields excused.

Agency Reports

Representative Smith moved that the Emergency Baekdowledge receipt, en bloc, of the
following reports: Item 33, Department of Publid&8g Standards and Training — funding shift; and
ltem 49, Department of Transportation — Innovafaetnership Program.

The following is a summary of the request and Subudtee (General Government) action:
The Subcommittee recommended acknowledging reoégdt the reports.

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.

1. Secretary of State

Representative Jenson moved that the Emergency Bdiacate $2,000,000 from the special
purpose appropriation made to the Emergency Boaskbttion 16(1), chapter 714, Oregon Laws
2009, to supplement the appropriation made to doeehary of State by section 1(2), chapter 656,
Oregon Laws 2009, Elections Division, establiskservation of $398,000 in the Emergency Fund for
the Secretary of State for costs associated withldmuary 26, 2010 special election, and direct the
Secretary of State to provide additional informatim funds that may be available for special ebecti
costs if requesting the reserved funds

The following is a summary of the request and thkec®mmittee (Human Services) action:

In the 2009 session, the Legislature establish&ghaary 2010 special election date in the
event that either of two bills relating to taxatias referred to the people. Petitions were sulesetyu
filed and a special election was held, in whichevstapproved Measure 66 and Measure 67. The
budget included a $2 million special purpose appatipn to the Emergency Board for the Secretary
of State to finance costs associated with the apel@ction.

Now that the election is complete, the agency rspbat election costs actually totaled
$2,597,049. The agency initially requested reimbuonent for $2,482,958 of these costs, but after
additional review, it reported that $2,397,81 1w tosts qualify for reimbursement and are not
eligible to be paid with Federal Funds receivedanride Help America Vote Act. The new
reimbursement total includes $409,984 in Electibivision costs associated with preparing and
distributing the special election Voters’ Pamphéetd $1,987,827 of county election office expenses.

The county election expense request included inengah costs for personnel, materials, and
services relating to conducting the special ele¢t@md ongoing costs for operating election equigme
that were not specifically incurred because ofgpecial election but that could be apportioned to i
(including amortization expenses and lease andter@ance costs). At the request of the Legislative
Fiscal Office, most costs that were not specificalcurred as a result of the special election were
taken out of the reimbursement request. Some kadenaintenance costs do remain in the request,
however, that were not incurred strictly as a restulhe election. The Legislative Fiscal Office
modified its recommendation to the Subcommitteeetas the revised cost numbers.



Minutes of the Emergency Board — May 26, 2010 12

The Subcommittee recommended that the EmergenaylBdlacate the $2 million special
purpose appropriation for election costs, and éistab reservation in the Emergency Fund for the
additional $398,000 of remaining costs, with theenstanding that the Secretary of State will use
essentially all of the allocated funds to reimbuwsanty election offices.

The Secretary of State may return to the Emerg8oeyd in the future to request all or a
portion of the reserved funds. The Subcommitteelevexpect, however, the Secretary of State to
provide additional information on other funds they be available to cover the special elections;ost
if such a request is made. The agency may reatigesavings for other election costs or in other
activities that reduce the reimbursement needtla@&Emergency Board would have the authority to
transfer General Fund appropriations within thenageéoudget if such options exist to help address th
special election costs.

The Subcommittee recommended approval of the nemtifegislative Fiscal Office
recommendation.

The following Committee discussion occurred:
Representative Kotek declared a potential condiichterest.

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.

2. Secretary of State

Representative Buckley moved that the Emergencydaaprove the submission of a federal
grant application by the Secretary of State toNh&onal Historic Publications and Records
Commission in the amount of $75,000 to incorpoeddetronic records of the Governor’s Office into
the Electronic Records Management System

The following is a summary of the request and thbc®mmittee (Human Services) action:

The Federal government is offering grants throdnghNational Historic Publications and
Records Commission to improve the archiving of tetetc records. The Secretary of State’s Archives
Division is requesting permission to apply for &®00 grant under this program. The grant
application is due by June 3rd. The funds wouldised to add the electronic records of the Kitzhaber
and Kulongoski administrations into the existing&tonic Records Management System (ERMS).

Depending on their content, electronic recordseétteer maintained permanently or are
disposed of according to approved retention sclesddlhe ERMS facilitates this process by
supporting the categorization of the records ih@rtappropriate retention schedules (or as perntane
archival records), and assists in locating andigiog records that have been requested by another
party. Currently, only the electronic records af Becretary of State are maintained in this system.

The Governors’ electronic records include itemsighificant historic interest, and are some of
the most requested electronic records in statergovent. The grant would allow the Archives
Division to categorize the electronic records iappropriate retention schedules, and improve its
ability to retrieve requested items. Otherwise,Anehives will need to retain all of the electronic
records to assure that none are improperly destroye
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The grant will allow the Archives Division to bettespond to electronic records requests, and
will not impose any financial obligations on thats{ either currently or in the future. Although it
would cost an estimated $45,000 per biennium totlaeldhext Governor’s electronic records into this
system, the Legislature is not obligated to doTém system would remain fully functional with the
prior administrations’ electronic records, evethd Legislature declined additional funding.

The Subcommittee recommended approval of the réques

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.

3. Office of the Governor

Senator Winters moved that the Emergency Boangase the Other Funds expenditure
limitation established for the Office of the Goverty section 4, chapter 731, Oregon Laws 2009, by
$595,000, and authorized the continuation of 8tjmos (4.00 FTE) to fund the activities of the
Economic Recovery Executive Team for the remaidéne biennium.

The following is a summary of the request and Sobuodtee (Human Services) action:

The American Recovery and Reinvestment Act (ARRA} a $787 billion national economic
stimulus and recovery initiative that was enacteBiebruary 2009. States were required to adhere to
specific requirements for the oversight and repgrof funds that were distributed as part of thé Ac
The 2009 Legislature created the Economic Recozgegutive Team (ERET) in the Office of the
Governor to fulfill those duties for Oregon.

Given the relative quick timeframes to get ERETang functional and a number of unknown
requirements regarding reporting and the numbeaairds that Oregon would receive, the Legislature
funded ERET for one year of the 2009-11 bienniuith the understanding that the Team would
return and request the second year funding whee thas a better idea of the resources neededdor th
rest of the biennium. The agencies that receiv& ARunds are charged for the support of ERET with
a cost allocation model that was conditionally aped by the U.S. Department of Health and Human
Services, Division of Cost Allocation.

The staffing needs of ERET have evolved as ther&dequirements for ARRA have become
clearer and the number of awards better known. clineent request accounts for projected savings of
about $380,000 from the first year funding. Thguest decreases the number of positions from ten to
eight, while keeping the remaining positions atshme level or reclassed downward. It also reflect
more of a focus on the federal reporting requireisien

The Subcommittee recommended approval of the Lagisl Fiscal Office recommendation.
The following Committee discussion occurred:

Senator Whitsett clarified that the source of@iker Funds revenue came from a portion of
the ARRA funds that were awarded to other statacgs.

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.
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4. Judicial Department

Representative Edwards moved that the EmergenaydBieny the Judicial Department’s
request to approve the establishment of threeduohwiuration positions (1.22 FTE) and to increase th
Other Funds expenditure limitation by $241,482hi& Trial Court Operations Program for Ballot
Measure 57 Intensive Drug Court Grants.

The following is a summary of the request and Sabudtee (General Government) action:

The Ballot Measure 57 Intensive Drug Court GramaigPam is administered by the Criminal
Justice Commission, which has subsequently awaydeds to Adult Community Correction
Agencies in the following ten counties: Umatillackson, Douglas, Benton, Union, Josephine,
Yambhill, Malheur, Linn, and Multnomah. The Judidiepartment is a sub-recipient of these grants in
four County Circuit Courts: Jackson, Douglas, Josem and Multnomah. The Department requested
the establishment of three limited duration posgi¢l.22 FTE) and an increase in Other Funds
expenditure limitation of $241,482 for grant adies.

The Subcommittee recommended that the Departmergxisting position and full-time
equivalent authority from vacant positions to gal&nce its request as well as absorb the nominal
amount of Services and Supplies expenditures agsdowith the grant. The Subcommittee’s
recommendation does not preclude the four coumtyiticourts from receiving Ballot Measure 57
Intensive Drug Court grant funds.

The Subcommittee recommended approval of the Lagisl Fiscal Office recommendation.
The following Committee discussion occurred:

The Committee discussed the large number of vauasitions in the Department’s budget and
their relationship to the legislative and admirastre plans to address a projected HB 2287 temyporar

court fee revenue shortfall.

The Committee was appreciative of the Departmanghrg forward its request to inform the
Emergency Board of its activities related to BaNM#asure 57 Intensive Drug Court Grants.

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.

5. Judicial Department

Representative Nathanson moved that the Emerdgéoasd acknowledge receipt of a report
from the Judicial Department on the Oregon eCorggam.

The following is a summary of the request and Sabudtee (General Government) action:
The Department reported on its Oregon eCourt Rrogrs directed by budget note.

The Oregon eCourt Program is a reengineering ardémaation of business practices and
information technology across trial courts, the @of Appeals, the Supreme Court, and the Office of
the State Court Administrator. The Program is dakexl to take approximately five biennia to
complete (2007-09 to 2015-17) with a developmest tiat could exceed $400 million.
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The Department has announced a major shift inniggy@n eCourt Program implementation
strategy. Until February 2010, the Department’plementation strategy had been to build major
components of the Program itself using a seriegntlors to customize commercial off-the-shelf
software products. The new implementation stratedgy purchase a “single source integrated vendor
solution,” otherwise known as a procurement apgroac

In light of the new implementation strategy, thepBement will need to update the Program’s
schedule, budget, and other planning documentsidimg a business case for the new strategy.

A number of OJD budget practices related to theg@meeCourt Program continue to be of
concern, but improvements to the transparencyePtiogram’s revenues and expenditures are being
made by the Department.

The Subcommittee recommended acknowledging reoéipe report.

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.

6. Judicial Department

Senator Verger moved that the Emergency Boardowdiedge receipt of a report from the
Judicial Department on specialty courts.

The following is a summary of the request and Subudtee (General Government) action:
The Department reported on specialty court agtad directed by budget note.

The Department’s report provided information onnibenber, types, and cost of the 53
individual specialty courts operating in Oregondzhen a survey of circuit courts.

The Subcommittee discussed the potential needréatgr statutory definition for specialty
courts and that the cost of these courts may rebd separately identified in the budget.

The Subcommittee recommended acknowledging reoéipe report.

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.

7. Judicial Department

Representative Nathanson moved that the Emerdéoasd acknowledge receipt of a report
from the Judicial Department on HB 2287 revenues.

The following is a summary of the request and Sabudtee (General Government) action:

The Department reported on HB 2287 revenues, ekjpeas, and caseload as directed by
budget note.
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During the 2009 session, the Legislature passe@28 as a temporary source of revenue to
backfill specific General Fund reductions in thedidial Branch.

The Department has stated that projected HB 2283htee is not materializing as anticipated
and may fall $13.8 million, or 35%, below the onigi $39.6 million target and produce only $25.8
million of revenue.

During the 2010 special session, the Legislatusk xtions to address the potential for a HB
2287 revenue shortfall and worked with the Depantn@ identify $6.3 million in General Fund
savings. In addition to these savings, the Depamtrhas undertaken administrative actions to reduce
HB 2287 expenditures by $3.8 million.

In total, the Department has a combined contingef@40.1 million that could be used to
cover as much as a 40% decline in HB 2287 revebuégeted for the Department.

The combination of legislative and Judicial Depaitnactions significantly lessens the
uncertainty around HB 2287 revenue receipts andnpdications to the Judicial Department operating
budget.

The Subcommittee recommended acknowledging reoéipe report.

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.

8. Public Defense Services Commission

Senator Verger moved that the Emergency Boardowdiedge receipt of a report from the
Public Defense Services Commission on HB 2287 nesen

The following is a summary of the request and Subudtee (General Government) action:

The Commission has reported on HB 2287 revenuxggnelitures, and caseload as directed by
budget note.

During the 2009 session, the Legislature passe@28 as a temporary source of revenue to
backfill specific General Fund reductions in thdidial Branch.

The Judicial Department has stated that projec@2B7 revenue is not materializing as
anticipated and may fall $13.8 million, or 35%,dselthe original $39.6 million target and produce
only $25.8 million of revenue.

At this relatively early juncture in the bienniuomcertainty exists around revenue receipts and
caseload changes. The likelihood that the Comonissill need to request some or all of its $3.5
million special purpose appropriation appears neergain given the latest HB 2287 revenue
projection and its limited ability to manage itsebbads.

The Subcommittee recommended acknowledging reoéipe report.

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.
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10. Oregon Student Assistance Commission

Senator Monroe moved that the Emergency Board defen on the request by the Oregon
Student Assistance Commission for allocation ofrfifion from a special purpose appropriation at
least until its September 2010 meeting.

The following is a summary of the request and Sabudtee (Education) action:

Prior to the convening of the February 2010 speassion, Oregon Student Assistance
Commission (OSAC) identified an over-commitmenfuwfds for the 2009-10 academic year in the
Oregon Opportunity Grant program (OOG). OSAC dred$hared Responsibility Steering Committee
considered options for reducing awards to addiressver-commitment, including reductions of $400
and $200 for full-time and part-time students twild have been announced prior to the final
semester/term. However, the Commission and Stp&ammittee voted to support reductions of
awards for the Spring quarter and second semestie iamount of $120 and $60 for full-time and
part-time students, respectively. These reductibmmplemented, were estimated to save $5.1 amilli
or just over one-half of the $9.7 million origiredtimate of over-commitments.

The Governor’s Office and OSAC submitted a reqdesing the February 2010 special
session for additional funding in the amount of $1@illion to cover the anticipated 2009-10
expenditures and to increase available funds ®2010-11 academic year. The Legislature
authorized an increase of $4.7 million General Fan®5 million special purpose appropriation to the
Emergency Board, and a $5 million Emergency Fusdration for the OOG. The special purpose
appropriation was to cover the remaining over-commant of funds for the 2009-10 academic year.
The reservation was established to potentially egklstudent awards for the 2010-11 academic year,
but was contingent upon the severity of costsiHer2010 fire season and other unanticipated state
budget needs.

OSAC was expected to restore the announced Spuiages; and second semester award
reductions and report back to the Emergency Bodrehwhe final grant expenditures for the 2009-10
academic year were known. It should be notedttieaward reductions ($120/full-time and $60/part-
time) were developed to address the estimatedridan over-commitment. Therefore, an allocation
of an additional $9.7 million was expected to coder commitments already made by OSAC and thus
avoid retroactive reductions to student awardse Oégislature also concurred with OSAC'’s proposal
to allocate grants for the 2010-11 academic yeapqrtionally by education sector (48% community
colleges, 41% Oregon university system, and 11%paddent colleges) and to commit funds on a
first-come, first-serve basis in order to avoidufet over-commitment of funds.

Soon after the close of the special session, dl@hiog the announced restoration of Spring
guarter and second semester awards, OSAC not#gsldtive leadership that total expenditures for
the 2009-10 academic year may be even higher thgimally anticipated with an estimated shortfall
of $17.7 million to $18.9 million rather than $91llion. OSAC requested early reporting from the
universities and colleges in order to determinesitteal level of 2009-10 disbursements. As of Apri
28, 2010, and subiject to final year-end reconaiigtdisbursements for the academic year are
estimated to be $76.8 million for the 2009-10 acaideyear. This is $19.7 million, or 34%, higher
than included in the legislatively adopted budget.

With FAFSA filings increasing by more than 50% otteg last three years, demand for the
OOG is not in question, but far out paces the ab#al statewide resources. OSAC has already
announced awards for Fall 2010 and is not plantmngake second round awards until late Fall.
Based on the experience of the 2009-10 academi¢ geadditional 15% of students could “pick-up”
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their awards and OSAC would still be within its @mng funds for the full biennium. However,
there is no mechanism within the system to detezmihich awards will be utilized until students
actually enroll for school in the Fall.

The Subcommittee recommended deferral of the réques
The following Committee discussion occurred:

Representative Komp urged continued discussiaisrsubject at the June meeting of the
Emergency Board as students needed to completaédomgplanning.

Representative Buckley noted that a larger vieWwa¥ to get through the biennium and
maintain access to education is needed; discusarensn-going with the Oregon University System to
ensure students can continue with their education.

Senator Monroe commented this is a volatile siimaiind needs to be looked at in June.

Representative Kotek asked if the agency neededtiin to provide more information before
June. Senator Monroe responded that the agencgatihave additional information until Fall
enrollment is done.

Representative Hunt asked for clarification tihat agency did not plan to announce additional
awards now even if funds were authorized. Staffiomed his understanding was correct. Staff
clarified that a June meeting was not currentlyesicted, but the Emergency Board would not be
precluded from addressing this issue if such a imgetere scheduled.

The motion carried Representative Komp voted no. Representativea@hand Senator
Courtney excused.

14. Commission on Children and Families

Senator Winters moved that the Emergency Boardaeledge receipt of a report from the
Commission on Children and Families on its system.

The following is a summary of the request and Sobuodtee (Human Services) action:

The State Commission on Children and Families tepdo the Joint Committee on Ways and
Means in the February 2010 special session orvisw of the commission system. The Committee
asked the agency to come back with further infoionaénd options to focus program efforts,
eliminate or transfer some responsibilities, andee efficiencies. The Commission reported that i
engaged a “Blue Ribbon Committee” of stakeholdemda this work. The Blue Ribbon Committee
report presented 10 recommendations covering Ipadicy and organizational issues as well as
specific program and operational changes. Amoagebommendations are to: continue the current
state and local commission system structure; coatdevelopment of common statewide outcomes;
consolidate some funding streams; focus resounrebé 2011-13 biennium to “highest need”
children and families; review roles and respongibd for juvenile crime prevention to better defin
and eliminate overlap and duplication; shift som@gpams and initiatives to other agencies or
community organizations; simplify the local compeakive planning and evaluation process to reduce
workload; revise existing statutes to increaseilfiéity and clean up unneeded language; consider
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financial incentives for counties who regionalizesbare services to save costs; and redirect some
existing staff to resource development to leveragee non-state funding.

The Subcommittee discussed more specific detag®mie of the proposals, and the State
Commission’s plans to proceed with the recommendati A number of the proposals would need
statutory changes; others can be done through @strative or budget action. The agency’s next steps
are to refine its recommendations, and develoslatiyve concepts and budget proposals for the
legislature to consider during the 2011 session.

The Subcommittee recommended acknowledging reoéipe report.
The following Committee discussion occurred:

Senator Johnson expressed her view that the rejonot adequately address concerns with
how to focus the Commission’s work.

Representative Kotek indicated that she found dlevi-up report responsive to the questions
that the Joint Committee on Ways and Means askiaugh she did not agree with all the
conclusions or recommendations. She said thereawagd to better understand how programs and
potential budget reductions affect families that served through both the commission system and the
Department of Human Services, and the challengeabgning the resources with the functions
needed.

Senator Bates noted that while he had some conabms the report, the testimony in
Subcommittee supplemented the written report billggting positive collaborations brought together
by local commissions.

Senator Winters expressed her support for the cesiom system’s role to mobilize local
communities and leverage resources, and notediiffisult to validate the effectiveness of previent

Senator Verger stated that the system’s challentjat its effectiveness depends on the work
at the local level, which can be good or bad.

Representative Smith expressed support for themsmndation to consolidate funding streams
to ease the workload on local commissions.

Representative Hunt stated he was unconvincedtbatate level costs are a good return on
investment.

The motion carried Senator Johnson voted no. Representative Garat@&enator Courtney
excused.

15. Department of Human Services

Senator Bates moved that the Emergency Board ad&dge receipt of a report from the
Department of Human Services on the transitiomef@epartment of Human Services, Oregon Health
Authority, Office of Private Health Partnershipsibfic Employees’ Benefit Board, Oregon Educators
Benefit Board, and Oregon Medical Insurance Pdol iwo agencies.

The following is a summary of the request and Sabuodtee (Human Services) action:
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HB 2009 (2009 session) created the new Oregon HAalthority (OHA) to improve health
and health care in both the public and privatesssctAs a result, most of the state’s health aalth
care programs will be consolidated in OHA, and naing programs in the current Department of
Human Services (DHS) will be realigned. Althougk £nd result of HB 2009 will be two separate
state agencies, OHA and DHS are expected to cantomghare some key administrative functions and
infrastructure. The transition project will deten@ the organization structure of the new OHA dral t
new DHS, the working structure for administrativggort and shared services between the two
agencies, and a joint governance model.

The Subcommittee received a report on the actsvared accomplishments of the efforts to date
related to organizational and operational issudb@transition. The weekly project status report
indicates that the project overall is on schedualké &ithin budget. Over the next several weeks, the
OHA and DHS transition work groups, the transitpyoject’s executive steering committee, the
transition stakeholders group, and the OHA and BEISnet will discuss organizational structure
recommendations. Technical teams are reviewingifspeoncerns such as federal compliance and
legal issues, budget development for the 2011-@8rfum, financial management, payroll and
personnel transitions, and information technologyl.“pillar” decisions on structures are to be nead
by June 30, 2010. More technical operational deesswill be ongoing through June 30, 2011.

The report discussed the transition plan for budgetlopment for the new agencies. The plan
is to construct the 2011-13 current service le@8I() budgets for the existing structures, convezse
CSL budgets to the new budget structures, andhbi policy option packages within the new
budget structures for the agency request budgeSdpegember 1, 2010. Further structural refinement
could occur during development of the Governor'ddei if needed, so that the Legislature would
receive the completed separate OHA and DHS buddietgas noted that comparable historical budget
information, such as 2009-11 budget estimates ddoelunavailable due to the new agency structures.
DHS’ budget staff will be looking at this issuetire next few months.

Subcommittee members noted that the goal of HB 20¥9to improve health and health care,
not build a new bureaucracy, so the new structoeesl to support that by working lean and
effectively. There was interest in seeing theecidt being considered to determine the placement of
the shared services. DHS staff will provide marferimation on this and more detail on structural
decisions to the Emergency Board in September 2010.

The Subcommittee recommended acknowledging reoétpe report.

The motion carried with no objection voiceRepresentative Garrard and Senators Courtney
and Nelson excused.

16. Department of Human Services

Senator Bates moved that the Emergency Board e@pine submission of a federal grant
application by the Department of Human ServicahéoU.S. Department of Health and Human
Services in the amount of up to $1 million per viearfive years to fund a pregnancy prevention
curriculum for middle school students.

The following is a summary of the request and Sabudtee (Human Services) action:

The Department of Human Services (DHS) requestptbapl to apply for a federal grant from
the U.S. Department of Health and Human Servicésrid My Future — My Choice, a pregnancy
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prevention curriculum for sixth and seventh graelents. The program is designed to provide
middle school students with tools to resist soaral peer pressure to become sexually involved &efor
they are ready. The My Future — My Choice progrsuan expansion of Oregon’s previous STARS
program, which was funded by a federal Title V Atshice Grant which expired June 30, 2009. The
Children, Adults, and Families Division (CAF) contted $200,000 in federal Temporary Assistance
to Needy Families (TANF) funds to start the newgpaon in 27 pilot school districts during the
current school year, but without the grant, DHS Moot continue to fund the program.

The $1 million per year would allow the new curtiom to be available to all school districts in
the state and provide additional resources fonitngiand program materials. It would support three
limited duration grant positions; printing, trartgda, and distribution of program materials; travel
costs for training and technical assistance; aqdired contracted evaluation through Portland State
University. Some funds would also be distributegarticipating counties to support their
responsibilities under the grant.

The grant application is due on June 8, 2010 pgfraved, funding would begin September
2010 and end in August 2015. No local or statechiag funds are required for the grant. CAF
expects that Oregon’s allocation under the newrtdd®rsonal Responsibility Education program will
be available to sustain use of the curriculum aftergrant expires.

The Subcommittee recommended approval of the stque

Committee members discussed that local schoolatstran choose whether or not to use the
curriculum, and that parents can choose whetheobindividual students participate in the lessons.

The motion carried Representative Smith voted no. Representativea@band Senator
Courtney excused.

18. Department of Human Services

Representative Kotek moved that the Emergencydaeknowledqge receipt of a report from
the Department of Human Services on its 2009-1dndien financial status.

The following is a summary of the request and Subudtee (Human Services) action:

The Legislature made adjustments to help rebaldrec®epartment of Human Services (DHS)
2009-11 budget during the February 2010 specigiaess part of HB 5100. Those actions left DHS
$25.8 million General Fund short of projected expiemes. A separate $30 million special purpose
appropriation was made to the Emergency Boardh®iDtepartment of Human Services, to be
available for the costs of increased caseloads;pmyscase increases, and for program needs.

DHS presented an updated financial summary foR@@9-11 biennium based on identified
budget problems and savings, including the newn§®010 caseload forecast. Caseloads are higher
than previously forecast in the Temporary AssistaiocNeedy Families (TANF) program and in long-
term care for seniors and people with disabilitteeye are lower caseloads than previously forenast
child welfare programs, secured residential mem¢alth facilities, and in the Oregon Health Plan.
DHS now estimates it will have a net $8.7 millioer@ral Fund savings at biennium-end, after
funding the $25.8 million General Fund shortfaft kfter the February 2010 rebalance actions and
making a one-time $40.1 million General Fund adyesit for the federal Medicaid match rate for
Oregon’s Medicare Modernization Act payment toféaeral government (the “clawback”). The
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Department did not request budget rebalancing @eto any allocation of the $30 million special
purpose appropriation at this time.

The Subcommittee received information on signiftagsks to the new estimate. The
downside risks include the uncertain economy, omimig program caseload fluctuations, and lower
tobacco tax and Tobacco Master Settlement Agreeregahues that are used to support the Oregon
Health Plan. DHS also reported on potential fddBANF program penalties, and heard a more
detailed report on the TANF program overall. Thgerecy and the Subcommittee discussed the
significant challenges facing the TANF program tlueontinuing caseload growth, difficult economic
conditions, and reduced funding levels compardtie¢gprogram that was approved by the Legislature
in 2007.

On the upside, there is a possible six-month eidanthrough June 2011, of the federal
stimulus enhanced Medicaid match rate. If Congaesson this extension, this could offset about
$195 million General Fund that would otherwise beded in the 2009-11 biennium, or in the 2011-13
biennium. DHS will update its financial statusihformation on this and other issues in September
2010.

The Subcommittee recommended acknowledging reoéipe report.

The motion carried with no objection voiceRBepresentative Garrard and Senator Courtney
excused.

20. Department of Human Services

Senator Bates moved that the Emergency Board ad&dge receipt of a report from the
Department of Human Services on the status of thdiddid Management Information System
(MMIS) Project, and recommend that the Departmenirn to the September 2010 meeting of the
Emergency Board to report on the project’s progeggkstatus.

The agency’s May 2010 Emergency Board report on BIMbicated that since the February
2010 special session, the agency has met muliipestwith Legislative Fiscal Office (LFO) staff to
review progress to date. They also reported theldpment of a formal system resolution plan,
including specific deliverables and dates whendhisiverables are due. This plan was reportéxto
sufficiently detailed to enable LFO staff and légfisrs to compare actual completion dates to the pl
and thereby gauge MMIS progress. DHS reportedathatajor work to fully stabilize the MMIS will
be completed by December 2010. The agency repinall continue to meet regularly with LFO
staff, and report back to the Emergency Boardsab@ptember meeting.

In addition to the status of the actual formal sgstesolution plan, the agency’s May 2010
update included an overview of progress since #ielary 2010 special session and its plans for work
related to system acceptance and certification SPéported that DHS and Hewlett-Packard/EDS staff
had continued working on issues related to acceptand certification, including the ability to cagt
reimbursement from third parties (such as insuraooapanies) to offset the costs of Medicaid state
and Federal Funds expenditures. This is the émsaining major issue before DHS can issue a formal
acceptance letter to Hewlett Packard. DHS belidvisawill be completed by the end of June 2010.

DHS also reported that the most significant MMISteyn areas that still require attention are
those related to the Oregon Health Plan (OHP) methagre organizations (MCO). Nearly 80% of
OHP clients are enrolled in fully capitated heglliins, one type of MCO. Even higher percentages of
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clients are enrolled in dental care organizatianmental health organizations, two other types of
MCO'’s. Work also remains to ensure that MCO’sareurately paid for their services. When the
new MMIS was implemented, the system was not alvegysopriately assigning new clients to the
right MCO and was improperly disenrolling clients. addition, benefits that change as a resulgef a
changes of the client were not automatically beidgisted. As a result, some MCQ'’s were probably
not paid enough and others may have been overpad temporary workaround, DHS paid some of
the MCOQO'’s based upon historical data trends ratiar using MMIS-generated data. The differences
between historically-based payments and the payikat should have been made must be
reconciled. DHS reported that it has been meaetitiy the MCO's to finalize a reconciliation plan to
address these payment issues.

The agency reported that it had completed a tésttqm May 18" to correct eligibility data on
200 client records. That pilot was run succesgfadjainst the live system on May”lGOnce that
process and data are validated, DHS reportedhbatdrrections will be run against the remaining
170,000 client records that still have eligibilisgues. That data-cleansing effort is expectdzto
finished in mid-June. Once that is complete, DERorted that work can continue on fixing the
remaining age-related benefit errors.

DHS also reported that the correction of eligiititata and the resulting financial
reconciliation are the last major steps beforeMiM!S system can be certified by CMS. DHS
currently plans to submit a formal letter requestertification in July, ultimately leading to a GM
onsite certification review in November 2010, améf certification by the end of the year.

The Subcommittee recommended that the EmergenagBaanowledge receipt of the report
on the status of MMIS and that DHS return to thpt&mber 2010 meeting of the Emergency Board to
provide an update on the MMIS Project progressstatiis.

The motion carried with no objection voiceRepresentative Garrard and Senator Courtney
excused.

25. Department of Human Services
Oregon Health Authority

Senator Bates moved that the Emergency Board e@pine submission of a federal grant
application by the Department of Human Services@rahjon Health Authority to the U.S.
Department of Health and Human Services in the anofuup to $5 million over five years to reduce
teen pregnancy.

The following is a summary of the request and Sobuodtee (Human Services) action:

The Department of Human Services (DHS) requestptbapl to apply for a federal grant from
the U.S. Department of Health and Human Servicés;e00f Public Health Science, and Office of
Adolescent Health. The grant application is dudwme 1, 2010. Grant funding is expected to be $5
million over five years, beginning September 3Q1@0No state matching funds are required for the
grant, nor is there any state obligation to corgifunding the grant activities once the five-ye@mng
ends.

This grant is aimed at replicating evidence-bagednams that have been proven to reduce
teenage pregnancy or behavioral risks underlyiagage pregnancy. Most of the grant funds would
be distributed to local public health authoritiesekpand educational services to sexually actize an
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high risk teens ages 15-19, using the “Safer Sexiemce-based program. The education consists of a
short video and a one-on-one meeting with a healtltator, and takes place at a clinic where the
youth has come for services (often for diagnosigseatment of a sexually transmitted disease) aisch
local public health primary care clinics, sexuatgnsmitted disease clinics, or school-based dinic
There are two additional follow-up meetings betw#enyouth and the health educator.

DHS expects to fund services in five counties basetigh teen pregnancy rates, high rates of
sexually transmitted infections, or populationsigfh-risk youth. The agency would use part of the
funds at the state level to support 2.50 FTE fangcoordination and compliance, to develop statk a
local data collection tools, track performance, pravide training. Subcommittee members asked
DHS to provide more information on the target g®égr the funds.

The Subcommittee recommended approval of the réques

Committee members discussed the type of serviegsvbuld be available under the grant,
confirming that no grant funds would be used fasréibn or abortion counseling.

The motion carried Representative Smith voted no. Representativea@band Senator
Courtney excused.

27. Department of State Police

Senator Johnson moved that the Emergency Boarbatidge receipt of a report from the
Department of State Police on the project to repthe Computer Aided Dispatch System and the
Records Management System, and request the Depardim&dministrative Services to reschedule
$1,707,156 Other Funds expenditure limitation @ project.

The following is a summary of the request and Subudtee (General Government) action:

During the 2010 special session, the State Paticeived $2.1 million of Other Funds
expenditure authority to replace its aging Compaided Dispatch (CAD) system as well as its out-
of-date Records Management System. Overall, thiegtris expected to cost $3.9 million over two
biennia. The CAD system is an automated procegatbiering information from calls for service,
sorting or categorizing the information, storing thformation, and then assigning this information
a resource (e.g., trooper to respond). The infaonas generally the “who, where, why, when, and
how” for each incident. The CAD and the informatibcontains allows dispatchers to assign and
keep track of where troopers are. The Records §Enant System is the “system of record” for
almost all of the law enforcement data capture@By including incident and accident reports,
arrests, investigation reports, citations, and aras contacts. It is the system that allows foragje,
retrieval, archiving, viewing, and manipulatinganiation as well as interfacing with a number of
other systems including the CAD system. Anotherd@mponent of this project is the
implementation of a message switch which manage®aimunication between systems both inside
and outside of the agency.

As part of its actions in February, the Joint Cotteei on Ways and Means approved the
limitation increase for the project, but requedtesl Department of Administrative Services (DAS) to
unschedule all but $389,600 until key project mamagnt products were completed. The agency
submitted a number of products for review includingusiness case, project charter, risk management
plan, communications plan, budget information, aroject schedule. Generally, the Legislative
Fiscal Office staff found most of the informatioteguate. Key areas where the information should be
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strengthened include discussion of the consequearices replacing these systems, documenting
evaluation criteria in the business case, and legely defining the scope of work and how to
manage it in the project charter. The items thkt®ed further work generally are required bg th
Enterprise Information Strategy and Policy DivismDAS. Since the project must still gain final
approval from DAS, the items needing further wotk lae reviewed by DAS prior to the project
moving forward.

The Subcommittee recommended that DAS reschedelleethaining $1.7 million Other Funds
expenditure limitation for the 2009-11 estimatedj@ct costs. The agency will need to return to the
2011 Legislature for the expenditure limitation foe 2011-13 biennium and should provide a detailed
update on the project’s status at that time.

The motion carried with no objection voiceRBepresentative Garrard and Senator Courtney
excused.

29. Department of Justice

Representative Edwards moved that the EmergenaydBalocate $410,854 from the special
purpose appropriation made to the Emergency Boaskbttion 3(1), chapter 910, Oregon Laws 2009,
to supplement the appropriation made to the Departof Justice by section 1, chapter 673, Oregon
Laws 2009; authorize the establishment of two kahitluration positions (0.50 FTE) for the legal sost
to protect the state’s interest in the Master Seitint Agreement payments; and instruct the
Department to report to the Emergency Board in@&@eper 2010 on the progress of the litigation and
to request funds if the Department requires aduhiioesources for this purpose during 2009-11.

The following is a summary of the request and Subudtee (General Government) action:

In 1998, Oregon and 45 other states signed thedvi&stitlement Agreement (MSA) with
major tobacco companies, producing an annual revetraam for Oregon for over 30 years. Oregon
is expecting to have roughly $160 million availafde2009-11. The terms of the MSA allow for
annual adjustments, one of which is related todob@ompanies that did not sign the MSA and are
referred to as Non Participating Manufacturers (MPMThis adjustment is made if the tobacco
companies that signed the MSA lost market shardaltiee terms of the MSA, and states have not
been diligent in meeting their obligations relattogNPMs. Unfortunately, the definition of “dilig€
is not defined in the MSA. This adjustment maynee annually and this request addresses the
adjustment related to 2003 sales. States, inadu@iregon, previously settled with the tobacco
companies for the 1999-2002 sales years. Furthastaents have been made for the years 2004 to
2007 and are likely to continue for additional yeas long as this litigation continues. At riskhe
entire amount of the payment made to Oregon fon gaar. To date, almost $42 million of the $437.5
million that had originally been designated for @ue for 2003 to 2007 has been withheld or placed in
a disputed payment account. Another major compiahyot withhold funds except for the 2007
payments, but has made it known that it is entittecepayment of funds depending on the outcome of
the litigation. It is hoped that, when the 2003 payt legal issues are settled, the issues related t
2004 and subsequent years will be more easily adede

This legal issue and resulting litigation has desygut for a number of years, but actions are
taking place now that will hopefully lead to sonesalution, albeit not in the near future. After an
extended period, the states and tobacco compamieés the final stages of having a three member
arbitration panel appointed, hopefully sometime gummer. If that is the case, it is expectedttiet
document exchange process will take place foreghwamder of the year which will result in
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significant costs for the state, mostly in paymeatsutside counsel. The Department of JusticeJ)DO
expects to present its case to the panel sometird@li1, with all states presenting their cases by
summer 2011. DOJ admits this is an aggressivadstdand a number of factors could delay this
schedule even further.

Most of the spending is for expert outside couts@issist in document preparation and review,
witness preparation, and participation in the piag@and presentation of this case for the arbdrati
panel. Other major costs include Oregon’s shatbetosts of the arbitration panel, Oregon’s share
of multi-state counsel, costs of expert witnesaad, DOJ staff costs. The actual amount required fo
the current biennium is unknown since there aremaber of factors that will influence the costs
including the schedule. If the schedule is furithelayed, which is a distinct possibility, sometsos
will be delayed into the next biennium.

The agency’s current 2009-11 budget includes $liamiin resources for this litigation. In
addition, another $1.5 million General Fund wasaséde in a special purpose appropriation to the
Emergency Board. The DOJ requested allocatioheentire $1.5 million in the special purpose
appropriation and an additional $901,189 from theagal purpose Emergency Fund. DOJ also
requested two limited duration part-time positi¢ose assistant attorney general and one paralegal)
assist in document production and research retatdte documents.

The Subcommittee determined there is still greaetminty in how much will be required for
the remaining of this biennium since the litigatenmd planned arbitration continues to be delayed.
Therefore, the Subcommittee recommended providitg $410,854 from the special purpose
appropriation, which is sufficient to cover the aggs costs through October. The Department of
Justice then can report on the progress of thération at the September Emergency Board meeting.
At that time, DOJ should also have a better esgréthe additional resources required for the
remainder of the biennium.

The following Committee discussion occurred:

Representative Berger asked whether the Departofiduistice was working with other states
to be more economical since the Master Settlemgnéément was a multi-state agreement. She also
expressed concern about the potential for thgaliton extending for a long period of time giveatth
the current litigation only covers one year of dtiple year agreement.

Representative Edwards responded that the Departthduastice was working with other
states on the litigation, but also noted that sofrtee legal issues were unique to each state.

The motion carried with no objection voiceRBepresentative Garrard and Senator Courtney
excused.

30. Department of Justice

Senator Johnson moved that the Emergency Boarhedédge receipt of a report from the
Department of Justice on how it bills agenciedégal services and any proposed changes to the
billing practice.

The following is a summary of the request and Sabudtee (General Government) action:



Minutes of the Emergency Board — May 26, 2010 27

The budget report for the Department of Justice®J) 2009-11 budget bill instructed the
agency to report on its billing practices and argppsed changes. The agency has been meeting with
many state agencies to find out about their corscana assess their views on DOJ’s legal services.
One of the issues voiced by many agencies wasiige desgreater certainty in legal bills during a
biennium.

DOJ is looking at two options to address this issiest is the concept of agency retainer
where an agency is billed a set amount based drupage. If the amount actually used is within 5%
of the estimated amount, no adjustment is mad#heltlifference is greater than 5% the agency
“settles up” with DOJ. The second option iffak fee which is similar to how the Department of
Administrative Service’s Risk Management Divisidracges for some of its services. The current
biennial assessment is based on services providald previous six years. DOJ is planning to
“pilot” this flat fee approach with up to eight agees during the 2011-13 biennium.

Other issues discussed by the Subcommittee inclgssder education for how agencies use
DOJ’s legal services, specifically smaller agenci€se Attorney General did comment on DOJ’s
practice of “stationing” senior attorneys at anrages location, but did admit that this was direces
larger and medium sized agencies and not smal&rces.
The following Committee discussion occurred:

Representative Kotek asked whether there had bhsensdion regarding how state agencies
decide on how they use legal services.

Senator Johnson responded there had been discosstbat issue.

Senator Winters commented on the Department oicéls®Affirmative Action training that
has been available to state agency staff.

Senator Shields asked whether there had been disnusf the Defense of Criminal
Convictions program in the Subcommittee relatingitiing.

Senator Johnson responded that program had notimsrrssed.

The motion carried with no objection voiceRBepresentative Garrard and Senator Courtney
excused.

31. Military Department

Senator Whitsett moved that the Emergency Boandase the Federal Funds expenditure
limitation established for the Military Departmdiyt section 3(2), chapter 734, Oregon Laws 2009,
Community Support, by $1,614,301, and request #gaiment of Administrative Services to
unschedule $812,459 of the General Fund appropmigstablished for the Military Department by
section 1(3), chapter 734, Oregon Laws 2009, Conitm&upport.

The following is a summary of the request and Suabudtee (General Government) action:

A change in federal law modified the matching fuaduirement for the nation’s National
Guard Youth Challenge Programs by increasing ttlertd match rate to 75% and reducing the state
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match requirement to 25% from what had been a 60%/gplit. The effective date of this change was
October 1, 2009.

The Department requires $1.6 million in additioeapenditure limitation to expend the
Federal Funds. The state matching funds requireoamnbe met with existing Other Funds revenue in
the form of Average Daily Membership revenue frdra Bend-LaPine School District.

The Program’s General Fund budget of $812,459, whax been needed to meet a portion of
the federal match requirement, is now availableaftarnative use. The Subcommittee recommended
to defer until the 2011 legislative session anyoacto expend the General Fund savings. The
Subcommittee recommended that the Department ofididirative Services be directed to unschedule
all of the General Fund savings.

The Subcommittee recommended approval of the Lagisl Fiscal Office recommendation.
The following Committee discussion occurred:

The Committee discussed using the General Furidgsato expand the Oregon Youth
Challenge Program.

The Committee also discussed the educational rments and outcomes of the Oregon Youth
Challenge Program.

The motion carried Senator Bates voted no. Representative Garrat@anator Courtney
excused.

32. Military Department

Senator Johnson moved that the Emergency Boaatlisst a Federal Funds Capital
Construction expenditure limitation in the amouh$8,500,000 for the 2009-11 biennium for the
design and construction of a waste water treatmlant at Camp Rilea.

The following is a summary of the request and Sabudtee (General Government) action:

The Department requested to expand and upgradeaim Rilea’s waste water treatment
system by adding four treatment lagoons and malegiaty of improvements to the existing two-
lagoon system. These changes will address theielaties in effluent treatment and discharge and
provide for additional system capacity.

The Capital Construction expenditure limitatiotaédished by the Emergency Board will
expire at the end of the current biennium and moll extend the normal six year timeframe for a
Capital Construction project. Given the likelihathat the project will not be completed by June 30,
2011, the Department may be required to seek exppeadimitation for any remaining construction
costs during the 2011 legislative session.

The Subcommittee recommended approval of the réques

The motion carried with no objection voiceRBepresentative Garrard and Senator Courtney
excused.
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34. Department of Veterans’ Affairs

Senator Nelson moved that the Emergency Boardoadkdge receipt of a report from the
Department of Veterans’ Affairs on utilization et educational aid program, allocate $60,000 from
the special purpose appropriation made to the EenesgBoard by section 86(1), chapter 95, Oregon
Laws 2010, to supplement the appropriation madbeddepartment of Veterans’ Affairs by section
1(1), chapter 686, Oregon Laws 2009, for servicesiged by the Department of Veterans’ Affairs,
for educational aid benefits to veterans, and emedhe Other Funds expenditure limitation
established for the Department of Veterans’ Affiyssection 85, chapter 95, Oregon Laws 2010, by
$31,641 for educational aid benefits to veterans.

The following is a summary of the request and Sabuodtee (Human Services) action:

The Oregon Department of Veterans’ Affairs repdide utilization of educational aid benefits
and requested allocation of $168,359 from a speciglose appropriation made to the Emergency
Board for this purpose. The Department also regdesth increase in Other Funds expenditure
limitation of $31,641 that was identified for theogram during the 2010 legislative session, to meet
projected benefit claims for the remainder of thenhium.

The Subcommittee recommended allocating $60,000 the special purpose appropriation
and increasing Other Funds expenditure limitatiothe amount requested by the Department. The
Department may request the balance of the speaipbpe appropriation at a future meeting of the
Emergency Board, where the request can be evalaggedst the availability of resources and
additional information regarding program enrollmantl utilization.

The following Committee discussion occurred:
Representative Kotek expressed concerns regatiugngepartment’s ability to implement all
of its responsibilities appropriately, given theatintent generated by the process used by the

Department to site a second Veterans’ Home skilleding facility.

The motion carried with no objection voiceRBepresentative Garrard excused.

35. Housing and Community Services Department

Representative Buckley moved that the EmergeneydBacknowledge receipt of a report from
the Housing and Community Services Department erptbgress of developing the Homeownership
Stabilization Program.

The following is a summary of the request and Sabudtee (Human Services) action:

The Housing and Community Services Departmenivedenotice of eligibility for $88 million
in Troubled Asset Relief Program funds to be usedHe purpose of helping residents to avoid
foreclosure on their homes. A substantial majarityhe funds must be used in areas with higher than
average levels of unemployment. The Departmenepted a report describing administrative actions
the agency must take to be eligible to receivedtiiars, and explained where and how funds are
proposed to be deployed to assist an estimate® 6 @3seholds.

The Subcommittee recommended acknowledging reoétpe report.
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The motion carried with no objection voiceRepresentatives Garrard and Jenson excused.

38. Department of Forestry

Representative Komp moved that the Emergency Boardase the Other Funds expenditure
limitation established for the Department of Fangebty section 2(2), chapter 730, Oregon Laws 2009,
Protection from fire, by $30,000,00@r expenses incurred in the 2009 fire seasonyemgdest the
Department of Administrative Services to unschedudelimitation until the Department demonstrates
an actual need to expend the funds; and acknowlexbggpt of reports on the 2010 Fire Severity Plan
and an update on implementation of the forestid #enployee classification plan.

The following is a summary of the request and Sabudtee (Education) action:

The Department of Forestry requested an increage Other Funds expenditure limitation for
extraordinary fire projection costs. Through Mag3) 2010, 60% of the fire protection operating
budget has been expended leaving a balance ofxapately $18.9 million, which will result in a
shortfall for the 2010 fire season. The Subconeritt recommendation included a request to
unschedule the Other Funds expenditure limitatianease since the nature of fire protection casts i
unpredictable and the requested amount may no¢beeal.

The Department of Forestry provided a report on2hE) Fire Season Severity Plan in
advance to advise the Legislature of the strategiel employ in utilizing resources set asidean
special purpose appropriation for this purposeedon Department protected land totaled 7,033.94
acres in 2009, just over 43% of the 10-year averddee Department also reported it is continuing to
monitor increased costs of implementing new clasdibns. Because of the seasonal nature of the fi
protection program, the Department reports it iadilt to determine if the agency will need to pue
an Emergency Board request for an additional GéRewrad appropriation to cover the costs until after
the severity of the 2010 fire season is known.

The Subcommittee recommended approval of the réques

The following Committee discussion occurred:

Senator Girod expressed concern about the copte/eie land owners resulting from the
increased compensation due to the reclassificatidield foresters.

Senator Whitsett noted that at least one of tleediganizations in Southern Oregon is not
accepting the budget plan presented by the Depattofié-orestry in order to further discuss increiase
assessments.

Senator Nelson added concerns for the unknown obgte® Oregon Wireless Interoperability
Network (OWIN) that will be passed along to priviead owners increasing the anxiety of land
owners who are already struggling to make a living.

The motion carried with no objection voiceRepresentatives Buckley, Garrard, Jenson and
Nathanson excused.




Minutes of the Emergency Board — May 26, 2010 31

39. Department of Geology and Mineral Industries

Senator Girod moved that the Emergency Board aser¢he Other Funds expenditure
limitation established for the Department of Geglagd Mineral Industries by section 2, chapter 669,
Oregon Laws 2009, by $67,019, and add 12 montb§ @TE) to an existing limited duration position
providing fiscal administration for the Light Detem and Ranging (Lidar) program.

The following is a summary of the request and Sabudtee (Education) action:

The Department of Geology and Mineral Industr@®GAMI) requested that a limited
duration position originally approved only for tfiest half of the 2009-11 biennium be continued for
the second half of the biennium. The position established for twelve months with the
understanding that if revenue projections weredpeiet, the Department could request approval from
the Emergency Board to continue the position ferdbcond year of the biennium. The position
provides fiscal management for the Department’'sitgtogram. The legislatively adopted 2009-11
budget for DOGAMI assumed the Department wouldrente $2.8 million in Lidar contracts.
DOGAMI reported it had already entered into cortsdotaling more than $2.5 million of the $2.8
million assumed in its 2009-11 budget and chargethese contracts are sufficient to fund the Lidar
position for the remainder of the biennium.

The Subcommittee recommended approval of the réques

The motion carried with no objection voiceRepresentatives Garrard, Jenson and Nathanson
excused.

40. Department of Fish and Wildlife

Senator Shields moved that the Emergency Boardase and transfer Other Funds
expenditure limitation, per the attached schedolerovide $722,428 additional Other Funds
expenditure limitation for the Access and Habitaigpam and shift a $908,280 Other Funds
expenditure limitation reduction related to Depatrinof Administrative Services Fleet charges from
the Administration Division to the programs whene tharges are incurred.

The following is a summary of the request and Sabudtee (Education) action:

The Access and Habitat (A&H) program was beguh983 to make grants that provide
improved hunter access to private lands and impneves to wildlife habitat. The Department of Fish
and Wildlife (ODFW) proposed using $722,428 of pnegram’s projected $1.8 million ending
balance to fund some of the projects recommendefdifialing at the last A&H Board meeting and set
aside $400,000 for wildlife habitat improvementrgsafor the remainder of the biennium. The
Department had requested $800,000 of carry-oveer@thinds expenditure limitation during
consideration of its 2009-11 budget. This request denied with the understanding that if the
Department needed additional expenditure limitatia@ould request an increase from the Emergency
Board.

ODFW also requested that a $908,280 Other Fundsnebifoire limitation reduction to the
Department’s Administration Division related to deses to Department of Administrative Services'
fleet charges be spread to the programs wherehdnrges occur. The net result of these transfeorasti
is neither a decrease nor an increase in total OOFENEr Funds expenditure limitation.
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The Subcommittee recommended approval of the réques
The following Committee discussion occurred:

Senator Whitsett asked if the money for Accesshaloitat was coming from the program’s
ending balance, to which LFO staff explained thahey had accrued to the ending balance because

the Department’s original request for carry-forwarghenditure limitation was denied.

The motion carried with no objection voiceRBepresentatives Garrard, Jenson, Komp and
Nathanson excused.

42. Parks and Recreation Department

Representative Shields moved that the EmergenaydBestablish an Other Funds expenditure
limitation for the Parks and Recreation DepartmArtuisitions Program, in the amount of $120,000
for land acquisition; increase the Federal Fungepditure limitation established for the Parks and
Recreation Department by section 3(1), chapter 688gon Laws 2009, Heritage Programs, by
$616,769; and increase the Federal Funds expeadiiitation established for the Parks and
Recreation Department by section 3(5), chapter 688gon Laws 2009, Facility repair and
maintenance, by $350,000.

The following is a summary of the request and Sabudtee (Education) action:

The Oregon Department of Transportation provide2DF100 to the Parks and Recreation
Department (OPRD) as part of a Washington Courdy fmroject to pay for associated appraisals and
secure acquisition of 2.38 acres connecting th&k8#milhead to the Banks-Vernonia Trail. Because
the Acquisitions Program does not have Other Fenrgenditure limitation, OPRD requested an Other
Funds expenditure limitation for $120,000 be essaleld to account for these resources.

Also, OPRD requested an increase in Federal Fuqanéiture limitation totaling $966,769
for a carry-over of $616,769 from the 2007-09 biarmand to capture increased distributions from
the National Park Service’s annual non-competigikants program for Historic Preservation Offices
and a $350,000 grant from the National OceanicAtntbspheric Administration for removal of
Sodom Dam associated with Thompson’s Mills on tveelr Calapooia River.

The Subcommittee recommended approval of the réques

The motion carried with no objection voiceRBepresentatives Garrard, Jenson and Kotek
excused.

43. Department of Land Conservation and Development

Representative Smith moved that the Emergencyddioarease the Other Funds expenditure
limitation established for the Department of Lanoth€ervation and Development by section 5, chapter
68, Oregon Laws 2010, Marine Renewable Energy Resewstudy Fund, by $99,999 for a marine
renewable resources study.

The following is a summary of the request and Sabudtee (Education) action:
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HB 3633 (2010) directed the Department of Land $eovation and Development to conduct a
study on how best to develop commercially viableingarenewable energy resources. The bill
established a $1 Other Funds expenditure limitadiwha timeline for the agency to obtain
contributions from public or private sources to o the study.

The agency received $100,000 in contributionsd,®30 from the Oregon Wave Energy Trust
and $50,000 from the Oregon Department of Fish\Wdildlife’s Commercial Fish Fund. The
Department of Land Conservation and Developmeetisiest was for the additional Other Funds
expenditure limitation needed to carry out the gtud

As directed in the bill, the agency has workedcwiiterested parties and stakeholders to set the
scope and content of the study. The resulting jglanm develop an Oregon Marine Map, which will be
a customized tool that can be used to compile antize a wide range of coastal and marine data.
One of the project’s two map modules will focusdata and information describing the properties,
limitations, and physical needs associated witihougrrenewable energy production technologies. The
other module will develop analytical functions apuddelines that will help define the ecological,
biophysical, and economic characteristics assatiatth various nearshore marine use siting options.

With the funding request approved and a successhiracting process, the project should be
completed by December 31, 2010. This timeline sugghe bill's directive to provide appropriate
recommendations related to the study to the Sex@xtly Legislative Assembly.

The Subcommittee recommended approval of the réques
The following Committee discussion occurred:

Senator Verger commented there is a large amdwadtivity and interest around the use of
ocean resources and marine reserves. She expessmain regarding how the study may ultimately
be used and about how decisions around energyctsapéll be made.

Representative Hunt noted that Representative 8bad engaged a wide range of participants
in developing the legislation and the study.

Senator Johnson commented that, while she isamatecned about funding sources in this
instance, the use of non-General Fund state res®fwc projects such as this one needs to be digrefu
looked at to ensure there are no strings attached.

Representative Berger indicated that this studlyaher research is what will help Oregon
bring its intellectual capital for wave energy be tglobal marketplace. She commented that this
doesn’t mean Oregon has a bunch of wave energgqisopff its coastline, but that the state would be
seen a leader in “how to do” wave energy in anligent world.

Senator Nelson explained he would be a “no” votprotest to the continued operation of the
Department of Land Conservation and Developmentwithie an agency that he would prefer to see
eliminated due to the budget situation. He notadhtes could do the same job and the state would
save $20 million.

The motion carried Senator Nelson voted no. Representative Gaevazdsed.
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44, Department of State Lands

Representative Smith moved that the EmergencydBestablish a General Fund appropriation
for the Department of State Lands and allocate $H80from the special purpose appropriation made
to the Emergency Board by section 20(1), chapte9&gon Laws 2010, to the newly established
appropriation for the payment of expert witness fieated to the Portland Harbor Superfund.

The following is a summary of the request and Sabudtee (Education) action:

During the 2010 special session, the Legislatatabdished a $2.8 million special purpose
appropriation for expert witness costs relateddssyble Portland Harbor Superfund litigation. The
contractor will provide forensic analyses. As thvener of submerged and submersible land in the
Portland Harbor Superfund site area, the DepartwieBtate Lands could be called upon to participate
in allocation of the costs of cleaning up the harbo

The Department requested an allocation of $800f@00 the special purpose appropriation
and plans to ask for the remainder in Septembgraydor work to be completed under the contract
between September and the end of the biennium.

Since the agency has $1.8 million Other Funds edipgne limitation, the Subcommittee
recommended that the Other Funds resources be deghdefore General Fund is applied to the
expenses of the project. Total project expenseattorney General costs and expert witnesses
through September 2010 are estimated to be $2 225 #he remaining resource requirement is
$450,000.

The Subcommittee recommended an allocation of $880from the special purpose
appropriation.

The motion carried with no objection voiceRepresentative Garrard and Senator Verger
excused.

45, Oregon Watershed Enhancement Board

Representative Berger moved that the EmergencydBaaprove the submission of three
federal grant applications by the Oregon Waterdfrdthncement Board to the U.S. Fish and Wildlife
Service totaling $2.6 million for acquiring and tia#ng coastal wetlands.

The following is a summary of the request and Sabudtee (Education) action:

The Oregon Watershed Enhancement Board requegteavapto apply for three federal
grants from the U.S. Fish and Wildlife Service'stilaal Coastal Wetlands Conservation Grant
program. All grants from this program must be siitad by state agencies and require a minimum
non-federal match of 25%.

Tillamook County Wetlands Acquisition — The firgagt is for $1 million to purchase about
300 acres of diked, former wetlands north and weste city of Tillamook. These lands would be
restored as wetlands to help address flooding itsgadHighway 101. The wetlands would also
provide increased habitat for endangered fish,elkas, provide hunter and fisher access. Tittdalie
lands would be held by the Port of Tillamook Bay.
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Tillamook Bay Wetlands Acquisition — The secondrgrapplication is for $600,000 to acquire
and restore 92.3 acres at the mount of the MiameRilhe restored wetlands would provide habitat
for endangered fish, specifically Chum. Title fands would be held by The Nature Conservancy.
OWEB has already approved a grant to restore e ahich will be used as match for the grant.

Coquille Wetlands Acquisition — The third granfas $1 million to purchase and restore 1,100
acres near the city of Coquille. This project wWaseloped by The Nature Conservancy and the
Department of Fish and Wildlife and involves fiifferent landowners. The land would be owned,
restored, and managed by the Department of FisWéldtife.

The Subcommittee removed this request from theerdreggenda at the request of Senator
Girod. The Subcommittee received testimony ortlihee grant applications and all members
expressed support for the first and third grantslessome members were concerned with The Nature
Conservancy owning the land proposed for acquisitiche second grant.

The Subcommittee recommended approval of the réques
The following Committee discussion occurred:

Senator Girod stated that while he supports tisé dind third grants he does not believe The
Nature Conservancy should hold title to the restdrabitat and that the Department of Fish and
Wildlife would do a better job managing the progexs habitat for endangered fish. He also expressed
his wish to vote on each grant separately.

Representative Jenson expressed concern thatstateragency would hold title to the
acquired land in the second grant.

Senator Johnson responded that some of the aledt the second grant might be lessened
knowing that the Tillamook Estuary Partnership vadooé involved in the project and will provide a
moderating influence. She also noted that thédirant is very important to the City of Tillamoakd
surrounding businesses as it will mitigate neanywal flooding in the area and Federal Emergency
Management Agency’s recent expansion of landsfail the flood way for 1,500 acres to 11,000
acres. Inclusion in the flood way could curtaibeomic growth in the area.

Senator Johnson expressed a potential conflicitefest.

Senator Whitsett expressed his long oppositidakmg land out of private hands, but stated he
would make an exception this time because he ledievthe merits of the first and third grants. He
also expressed the desire to vote on each graatagely.

Senator Girod stated The Nature Conservancy kesible record of allowing hunter and
fisher access on the lands it acquires and opgpgiesg public Lottery Funds to a private entityeH
also said he thought the agreement in Subcommuidseto deal with each grant separately.

Representative Hunt asked for the other Subcomenittembers’ understanding of what the
motion was supposed to be coming out of Subcomenitte

Senator Bates asked if the second grant wereltedaild it affect the project proposed in the
first grant.
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LFO staff stated that the second grant as originajuested had two different areas to acquire
and one was tied to the first grant flood mitigatibut that piece had been removed, therefore the
second grant no longer was tied to the flood miikgeprojects envisioned in the first grant.

Representative Berger stated that the idea of atpgithe grants was raised in the
Subcommittee, but that in the end it did not getpdeld and she had understood the three grants would
remain together.

Senator Monroe stated that the first request watsit be taken off the consent calendar, which
it was. He also said there was general suppoth®request, with the exception of Senator Girod’s
opposition to the second grant.

Representative Hunt stated the motion before dhendittee was for all three grants.

Representative Jenson said he only opposed tbadegcant, but would have to vote “no” on
the motion for all three because of inclusion o€ ™Nature Conservancy grant.

The motion carried Representative Jenson and Senators Girod ang#tthibted no.
Representative Garrard excused.

50. Department of Transportation

Senator Monroe moved that the Emergency Boar@aser the Federal Funds expenditure
limitation established for the Department of Traorsgtion by section 2(4), chapter 739, Oregon Laws
2009, Rail, by $21,441 991 for projects funded digtothe American Recovery and Reinvestment Act.

The following is a summary of the request and Sabudtee (Education) action:

Currently, train equipment used in Oregon for pagserail service is owned by the State of
Washington and Amtrak and is leased to Oregon. State of Washington has notified the
Department of Transportation (ODOT) of its intemtédirect the equipment to the expanded service
in Washington. Without purchase of two train detsservice in Oregon, passenger rail would stop.
The federal American Recovery and Reinvestmentfareased the options for ODOT to receive
federal funding for the High Speed Rail progranmiprove passenger rail service. The Oregon
Transportation Commission approved use of $38.4amiin federal ARRA stimulus funding for the
purchase of two train sets on July 23, 2009. OD@3 negotiated the purchase of two new passenger
trains from Talgo-America.

In addition, $8 million in federal stimulus fundingas awarded to ODOT for repairs at
Portland’s Union Station and to conduct preliminangineering and environmental work for two rail
congestion relief projects at Portland’s Willbridyenction and North Portland Junction.

The Subcommittee recommended approval of the réques
The following Committee discussion occurred:

Representative Nathanson expressed her disappihthrat Oregon’s passenger rail program

is not positioned to receive a larger share ofélderal American Recovery and Reinvestment Act
comparing the amount of federal dollars the Sta¥&/ashington secured due to its investments in
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passenger rail services. She noted that this grifirfielp put Oregon in the queue for future
investments.

The motion carried with no objection voiceRepresentative Garrard excused.

51. Department of Transportation

Representative Berger moved that the EmergencydBoerease the Other Funds expenditure
limitation established for the Department of Tramsrsgtion by section 1(2), chapter 739, Oregon Laws
2009, Maintenance and emergency relief program$5t891,353 for expenditures to repair damage
sustained during the 2006 and 2009 winter storm@eaand fire damage sustained during the 2009
fire season.

The following is a summary of the request and Subudtee (Education) action:

The Federal Highway Administration (FHWA) Emergerislief Program supplements state
resources in cases of damage to the Federal Alavkéig System. In addition, the Federal Emergency
Management Agency (FEMA) is expected to supplerstte repairs for an emergency declaration for
fire damage sustained during the 2009 fire season.

The legislatively adopted budget authorizes thehttmy Maintenance Program to expend
resources for emergency repair work to repair r@dwshoulders, ditches, etc., that are damaged by
storms, flooding, or fires. The Department of Taortation (ODOT) has already expended $5.2
million on emergency repair work.

FHWA notified ODOT in a memorandum dated March&110 that $5 million had been
appropriated for storm damage expenses for stakéoanl roads. Reimbursement enables ODOT to
maintain its regularly scheduled paving for lowwmole roads in the spring. ODOT requested an
increase in Other Funds expenditure limitationdoept reimbursement for the reimbursable costs
expended for the 2009-11 biennium. ODOT has bsergwHighway Trust Funds until federal
Emergency Relief funds are received. Without tfeeaase in expenditure limitation, ODOT may be
required to reduce regularly scheduled maintenangjects on low volume roads currently being
programmed for spring 2010.

The Subcommittee recommended approval of the réques

The motion carried with no objection voiceBepresentative Garrard and Senator Nelson
excused.

52. Department of Transportation

Senator Monroe moved that the Emergency Boar@gaser the Other Funds expenditure
limitation established for the Department of Traorsation by section 1(1), chapter 904, Oregon Laws
2009, Co-location of State and Local Facilities #5500,000, to construct a new Region 4 Project
Delivery office building, and request the Departi@nAdministrative Services to unschedule $5
million of the expenditure limitation increase uiithal design estimates indicate actual needsher

expenditure

The following is a summary of the request and Sabudtee (Education) action:
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The 2009-11 legislatively adopted budget provid&€d ®ther Funds expenditure limitation to
enable the Department of Transportation (ODOT etpuest adjustments to its capital construction
budget if an opportunity was presented during ikarum for sharing offices and other facilitiegds
by the Department with the offices and other féesi used by local government.

ODOT has identified an opportunity to co-locatehathe Bend Metropolitan Planning
Organization (BMPO). A number of factors causedd@io re-evaluate the current office space
arrangements including a fire damaging one ofélased office buildings which is now uninhabitable,
the opportunity to co-locate with Bend MPO, effrueg savings of consolidating staff, favorable bond
rates, and the prospect of creating employmeritaridcal area for construction of the facility. cést-
benefit analysis including the recovery of initiede-time design, building fees, site preparation,
systems furniture, and moving costs (estimated & #illion) indicates a positive cash flow would b
achieved 18 years after the building is constryatedh 2031. At that point, savings from not payi
lease costs, lower power costs, and reduced jalitord security services will accrue to the Highwa
Fund at an estimated average of approximately $096yer year. After 25 years, or beginning in
2037, the debt will be fully paid adding an addiab$300,000 per year back to the Highway Fund.

Construction costs for a new building are estimabeloe $5.5 million, depending on the final
design. ODOT proposes to finance the cost of coatsbn through the sale of $4.5 million in
Highway Revenue Bonds under the Oregon Transpomtétifrastructure Bond authority in ORS 367,
and $1 million from the sale of surplus property.

The Subcommittee recommended approval of the réques
The following Committee discussion occurred:

Senator Girod advised he voted “no” on the Subcdteenrecommendation and plans to vote
“no” in the full committee. He noted that the Lelgtive Fiscal Office analysis indicated savings
would not be achieved until 18 years after consitonovhen it was purported to be a project designed
to create savings. He commented that adding t8@Bemillion expense to remodel the Transportation
Headquarters Building in Salem goes against amattin to the people in the state to put pavement
and sealers on the road.

Senator Whitsett noted that an additional issug pvamoting the project as a co-location
opportunity for a staff of two people. He questdrthe Department’s indication of a sharing
opportunity and positive cash flow after four yednen finding that the partner only has two
employees and it will in fact take the first 18 ggehefore a positive cash flow. He expressed aonce
about this project and the cost for the buildingloa Capitol Mall noting that, in this environmetite
Legislature is better advised to put the moneyherrvad as Senator Girod suggested.

Senator Monroe pointed out that if the money lfag project could be used for roads that it
might be a good argument, but most of the monep\ve being spent on lease payments currently
being shipped to a California company that owngtitepidated buildings they are currently using.

The motion carried Senators Girod and Whitsett voted no. Represeat&arrard excused.
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54. Department of Transportation

Representative Berger moved that the EmergencydBazkmowledge receipt of a report from
the Department of Transportation on implementatibhighway construction projects identified in
ORS chapter 885, section 64 (2009) of the JobsTamusportation Act as required by a budget note

The following is a summary of the request and Sabudtee (Education) action:

HB 2001, also known as the Oregon Jobs and Tratasmor Act, requires the Department of
Transportation (ODOT) to report to the interim Egtive transportation committees, and a budget
note directed the Department to report to the imtdoint Committee on Ways and Means. Current
project information is now available on ODOT’s wiéds The report describes, by region, the
projects; cost estimates; plan to fund the totajgmt; and projected completion dates, if knowrme T
agency reported one project is complete and thgihearing design work has begun or will start soon
for projects in the report that can be completeithiwithe resources provided by the Act and by fader
earmarks or other sources. Environmental Impade8tent processes for several larger projects are
continuing.

The Subcommittee recommended acknowledging reoéipe report.

The motion carried with no objection voiceRepresentative Garrard excused.

55. Department of Aviation

Representative Berger moved that the EmergencydBazknowledge receipt of a report from
the Department of Aviation on its financial positiand on a recent Department management review,
and urge serious consideration by the Executive@raf a resolution, including a long-range
sustainability plan for consideration by the 20Eqislative Assembly, to implement the Department
of Administrative Services Management Review recamdation to realign the Department of
Aviation with the Department of Transportation, atelermine what other remedial actions may be
required; approve the submission of a federal gagptication by the Department of Aviation to the
Federal Aviation Administration in the amount o583000 for a Systems Planning grant; increase the
2007 Capital Construction Other Funds expenditinnédtion established for the Department of
Aviation by section 1(10)(f), chapter 742, Oregaws 2007, by $118,320, and the 2007 Capital
Construction Federal Funds expenditure limitatistalelished for the Department of Aviation by
section 2(2)(f), chapter 742, Oregon Laws 2007$1i/1,353, for the Lebanon Runway, Runway
Safety Area, Widening, MIRL and PAPI improvememjpct; increase the Other Funds expenditure
limitation established for the Department of Aviattiby section 1(5), chapter 645, Oregon Laws 2009,
by $75,472, and the Federal Funds expendituredtioit established for the Department of Aviation
by section 2(2), chapter 645, Oregon Laws 200%1897,696, for the General aviation entitlement
grant program; and defer action on the requestd@ase expenditure limitations for the Joseph
Runway Rehabilitation project until the ExecutiveaBch provides a sustainability plan for the

Department.

The following is a summary of the request and Sabudtee (Education) action:

The Oregon Department of Aviation provided a rejasrtlirected through a budget note and
direction from the interim Joint Committee on Waysl Means, on the agency’s financial position
including updates on implementation of fee increasstimate of revenue from the Mulino Airport,
and on a management review by the Department ofilidirative Services on the agency’s policy and
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practices relating to contracting practices; uskragording of expenditures; revenue collection;
allocation of workload; and appropriate staffingdks and internal controls.

The report provides information on variety of olvs¢ions and recommendations for
improvements and speaks to the requirements diutiget note on the administration of Aviation.
The Subcommittee noted the number of years leaigeasial financial issues have plagued the agency,
the decline in jet fuel taxes, importance of segithe agency provides, and critical need and
responsibility to solve the problems. Because @gislature allowed a one-time use of dedicated jet
fuel taxes for operations, the agency is able ¢wide the state match from Aircraft Registratioa fe
revenue needed for federal General Aviation Emtilet grant projects and complete the Lebanon
Airport Improvements funded by Federal Aviation Adrstration Airport Improvement Program
grants. Since the Joseph Airport Improvement tpfanned to be bid for contract until 2011 when
the Legislature is in session, and delaying thgeptavould not jeopardize the federal funds, the
Subcommittee recommended deferral until a sustaityglan is presented and accepted by the
Legislature.

The following Committee discussion occurred:

Representative Berger summarized that the Comnuitbesd be acknowledging there have
been problems within this agency, that the exeeuthanch needs to come up with a sustainable plan
per the report going forward and take a seriouk &iqutting this agency back under the Department
of Transportation (ODOT), where it used to be,ibutow an independent agency. The agency will
make it through this biennium with this plan; howgwhe Joseph Airport project is deferred until a
later date when more information on the agencyiktyabo go forward is known.

Representative Smith asked if Joseph is beingligedaby having to delay the airport
improvement project because of the Department @gdtfon’s ineptness. Legislative Fiscal Office
(LFO) staff explained that delaying the project sloet jeopardize the federal funds, that the agency
had not planned to bid the project until Januard/12@nd the project wouldn’'t have begun until Sgrin
or Summer when the weather permitted it. The Latyiee will be in session by that time and be able
to make a decision. LFO staff further explaineer¢hhave been a series of problems that have &lolve
over a long period of time, coupled with the fdwttthe jet fuel tax revenue has declined andtis no
likely to go back up, putting the agency in theipos it is in right now.

Representative Smith added that the communityahdhea and the contractors in Joseph were
looking forward to having an opportunity to bid thris work. Because the county has significantly
high unemployment, this is an important project aag a project that was noted as one of high
importance for the last six months in that communkie commented that he would not want to lose
an opportunity for that community because of thed&gment’s inability to function. He further
observed that for his five terms in office this Bggment has been an issue and that at some pgwnt, t
Legislature needs to get its arms around Aviatioh fegure out a new methodology for them to
function.

Senator Johnson expressed her sadness over tieatsaof the report and needed time to digest
the recommendations. She observed that it wilhmake a difference where the agency is as fareas th
revenue situation is concerned, jet fuel revenuesiawn world-wide. She stated that some of the
inept decisions made in the past decade by pasttdis of the agency have cast a shadow on the
important tool to Oregon’s economy that the agerayld be providing. Senator Johnson expressed
her unease with the agency losing its independalityeto help guide policy in the state. She rbte
that the current manager is doing a good job ufataridable circumstances and the current situation
should not reflect negatively on him. She expréssdesire to revisit the restructure questions, bu
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noted that raising revenue is not an option fomaustry that is on its knees. Senator Johnsosealyr
with Representative Smith that this action posesahconundrum in trying to figure out how to
position an agency that needs to be focused onaurectivity and economic development, and
making all of Oregon equal in terms of access ¢oitternational transportation routes.

Representative Jenson joined Representative Smitlsanator Johnson in their concerns. He
added that the Joseph Airport is very importarthéonortheastern community which has become a
renowned arts center in the Northwest. The airfpartight considerable development and money to
the community and a delay in the airport improvetsavill have a compounding impact on Wallowa
County which has a high unemployment rate and densble level of poverty.

Senator Johnson asked to revisit the reason fermébf the action in Joseph sharing the
opinion of Representative Jenson. She notedhbatitport is very important and, given the case
made that the contractors are desperately looking/ork, that it would seem unreasonable not to
increase the expenditure limitation for Joseplnistpoint.

Representative Hunt asked the Legislative FiscAt©fo also respond to the question of
whether the Joseph issue could be taken up byrtergency Board in September and, if it is, would it
give the Department enough time to put it out thdnd stay on schedule.

LFO staff responded that the decision to increlseskpenditure limitation for the Joseph
Airport improvement project is a decision of the &gency Board that could be addressed at any
meeting. It was further explained that the recomaagion to delay had to do with the fact that the
agency'’s resources are so low they are showingative balance. Even with the transfer of money
from the pavement maintenance program, a threelmeoding balance will not sustain the agency
into the future. To the question of whether bnggihe issue back to the Emergency Board in
September will allow the project to stay on tratlke Legislative Fiscal Office responded that it Wigu
or that it also would if the issue came back in &aber.

Representative Hunt asked LFO staff there was aryih the motion that came from the
Subcommittee that would prevent the co-chairs fosimging the issue back in September. Staff
affirmed that the agency can come back with an tgpolia their financial position and, if the agency
can get additional information to the Legislativiedal Office by September, it could be included.

Representative Hunt noted that he didn’t think@oenmittee disagreed with the approach, but
sensed a desire to do what could be done to kegprtiiect on track.

Representative Kotek asked what was meant by aisability plan and whether it was about
having enough money or restructuring.

Representative Berger responded that recommendatianstudy by the Department of
Administrative Services set forth a management thahis pretty clear that the existing funding
mechanism isn’t going to work. She noted that dwydg needs to figure out what is going to be done
with this agency going forward since clearly it tao on the way it is. She stated what is neaded
some sort of a master plan, a look at the reveaurcss, and how we are going to go forward. She
said we are looking to the Executive Branch to mlethe plan, not the Legislative Branch.

Representative Kotek then asked if we want this plat together in the next couple of months
SO we can stay on track and whether the Executisad® was committed to doing that knowing we
have a Governor who is leaving.
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Senator Johnson stated that from her conversatithghe Aviation Board chair that the
Board has not had a chance to ponder the recomti@msland that it is the Board chairs intention to
convene the Board for a discussion. She declaadhere may be other opportunities identifiedeonc
the discussion occurs. She said it would be atesyion the part of this panel or the Legislatore t
give the Board a chance to opine to the Governdrfanthe Governor to direct agency staff to
determine where there might be relevant placethifunction of Aviation to go. Senator Johnson
also stated that the Board Chair assured the wotkdibe occurring in the near term.

Representative Edwards acknowledged the Departoiéxdministrative Services and staff at
Legislative Fiscal Office for stepping in and helgito right-size this agency.

Senator Verger declared sharing the same concetmgrthat the Committee is a body
handling the money and looking at the finance$efdtate. She conveyed what was most disturbing is
the constant repetition of the problems. She agkbére is a problem with the oversight and noted
that the problems will just go along for anothecatde if they are not properly addressed.

Senator Johnson observed from her experiencelowiolg this agency quite closely over the
last decade that it has been a perfect storm.s&Hddhere has been of lack of good managemert, hig
turnover of personnel so the institutional histbag been lost, and declining revenues beyond the
agency'’s ability to control. She stated a behittthe agency has largely suffered from a lack of
consistent leadership and the agency personnélhaed over 100% several times since the 1990s.
Senator Johnson advised it is a small agency wiein€ial dependence on a volatile source of revenue
that has plagued it since the economy startedrdeglin the early part of 2000.

The motion carried with no objection voiceRepresentative Garrard excused.

56. Department of Consumer and Business Services

Senator Bates moved that the Emergency Board adkdge receipt of a report from the
Department of Consumer and Business Services emakiing activity, and on the review of health
insurance premium rates, as related to HB 2009

The following is a summary of the request and thbc®mmittee (Human Services) action:

The Department of Consumer and Business Servi@€BS) Insurance Division reviews and
approves premium rates for health insurance plalasts individuals and small group employers, and
the rates for plans that provide portability cogeraApproximately 476,000 Oregon residents are
covered under these types of health insurance plans

In 2009, the Legislature passed HB 2009, which gadrhow DCBS processes and reviews
health insurance premium rate requests. The Jantrdittee on Ways and Means approved a budget
note directing DCBS to report on the implementatbthese changes.

The legislation expands the information that inssireust submit with their health insurance
premium rate filings, and requires the Departmertgen a 30-day public comment period on the
premium rate filings, prior to ruling on the regteedRate request determinations must be made within
ten business days after the close of the publicneent period. The legislation also requires the
Department to post comments relating to the réitegé on its website. Additionally, the Department
has used authority established by the legislabamile that all information that is submitted by an
insurer as part of a rate filing will be made pabli
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The Department reported that it has adopted rol@aplement the legislation, and completed
the website enhancements needed to conform tcethidaw. It has also established the capacity for
policyholders to sign up to receive automatic etmaiifications of their insurer’s rate requests,
submitted documents, and related Department datations.

The Subcommittee recommended approval of the Latgisl Fiscal Office recommendation.
The following Committee discussion occurred:

Senator Bates noted that the legislation triegitiggkiransparency to the health insurance
premium rate setting process, but that the proldehealth care cost increases remains.

Senator Shields applauded the Insurance DivisiamiAgtrator for navigating the difficult
issues relating to the implementation of the legish, and the decision to open all information
relating to the filing to the public. He statedtttize next step is to make sure that bringing more
people into the health insurance pool reduces premates.

The motion carried with no objection voiceRBepresentative Garrard and Senator Nelson
excused.

57. Department of Revenue

Senator Whitsett moved that the Emergency Boamease the Other Funds expenditure
limitation established for the Department of Reveby section 8, chapter 710, Oregon Laws 2009, by
$816,217 for the Tax Amnesty Fund.

The following is a summary of the request and Sabudtee (General Government) action:

SB 880 (2009) directed the Department of Reveauevelop and administer a tax amnesty
program for corporate income and excise tax, p@sanome tax, inheritance tax, and transit distric
(self-employment) taxes. The program provided [tgr@and interest relief for those who came
forward; the program ran between October 1 and Mdpez 19, 2009. The bill established a $1 Other
Funds expenditure limitation as a placeholder aogliged for the Department to recover program
costs up to $1 million from the Tax Amnesty Fund.

The Department of Revenue reports that 8,350 gedlibxpayers applied for amnesty and
filed about 16,500 returns. At the time of thd'bibassage, the program was expected to grosg $16.
million in 2009-11 revenues for deposit into thex Pannesty Fund. As of April 1, the agency had
collected over twice that amount, or $36.5 milliohnother $10.8 million is expected to come in
between now and June 2011 through payment plahs.DEpartment requested expenditure limitation
to cover the following costs:

Item Cost
Overtime 1,931
Attorney General 4,535
Printing and Postage 83,254
Advertising 720,17D
Survey 6,329

Total 816,218
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The Subcommittee discussed the program’s admitiistraosts and the return on the
investment. Members asked about a concern, igitraiced during the 2009 legislative session,
regarding the impacts of potential penalties ater@st on businesses. The Department of Revenue
indicated this aspect of the program was still wvkm, as post-amnesty penalties have not yet been
assessed. The Subcommittee also noted it wowdddilsee as an effective a program as this one for
outstanding accounts receivable. The Departmentadsured the Subcommittee that the results from
a survey of amnesty program participants would lokeby shared and disseminated.

The Subcommittee recommended approval of the réques

The motion carried with no objection voiceRBepresentative Garrard excused.

58. Department of Revenue
Employment Department
Bureau of Labor and Industries
Department of Consumer and Business Services
Department of Justice

Representative Nathanson moved that the Emerdgémand allocate $750,000 from the special
purpose appropriation made to the Emergency Boaskbttion 3(1), chapter 845, Oregon Laws 2009,
for the Interagency Compliance Network, to supplentiee appropriation made to the Department of
Revenue by section 1, chapter 655, Oregon Laws,Z608dministrative expenses, and authorize the
establishment of one limited duration position 0EAE); increase the Other Funds expenditure
limitation established for the Employment Departiignsection 2(1), chapter 665, Oregon Laws
2009, Operating budget, by $33,932 for operatirgiss@and authorize the establishment of one limited
duration position (0.50 FTE); increase the Othardsuexpenditure limitation established for the
Bureau of Labor and Industries by section 2, chrafd, Oregon Laws 2009 by $159,538 for payment
of expenses, and authorize the establishment ofitwted duration positions (1.00 FTE); authorize
the establishment of one limited duration posi{i@»0 FTE) for the Department of Consumer and
Business Services; and authorize the establishaiemte limited duration position (0.50 FTE) for the
Department of Justice.

The following is a summary of the request and Subudtee (General Government) action:

HB 2815 (2009) removed barriers to help improvepliance with laws relating primarily to
the misclassification of employees as independemtractors. The legislation formally set up an
Interagency Compliance Network and identified theug’s membership. These enforcement agencies
are the Department of Revenue, the Department n§@uoer and Business Services, the Employment
Department, the Department of Justice, the Burédalwor and Industries, the Construction
Contractors Board, and the Landscape ContractoasdBo

In addition to creating a statutory framework tg@nove compliance, the bill also made a
$750,000 special purpose appropriation to the EemegBoard. This funding was intended to be
used as one-time seed money for ramping up conuaiaativities. While network efforts are
expected to result in additional revenues to thiéigipating agencies and the state (which could be
captured to pay for future activities), the ageseiere not positioned to provide dedicated resaurce
on the front end. The agencies were directed teldpvan interagency agreement, prepare a work plan
for program implementation, and report on the flafore seeking allocation of funds.

The funding request ultimately approved, whichuflined below, supports a mix of staff
resources, data collection and sharing efforts,|egal costs.
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General Other
Agency Fund Funds Pos FTE
Department of Revenue
Agency Expenditures 224,166 1 0.25
Payments to ICN Partners 525,834
Department of Consumer and Business Services 1 0.50
Employment Department 33,932 1 0.50
Department of Justice 1 0.50
Bureau of Labor and Industries 159,538 2 1.00
Total 750,000 193,470 6 2.75

The positions are limited duration, consistent wiith one-time nature of the funding. All the
network agencies will need to demonstrate effentgs of network compliance activities and identify
the associated return on investment (new revemuefder to justify future funding. The group’s
action plan includes four key strategies and metocneasure success. The focus areas are:
coordinated enforcement; data sharing and analysigstigation of criminal law violations; and
outreach and assistance.

The Subcommittee heard testimony on how the progvdnuse a cross-trained compliance
team to gather and share information, conduct pudkits, perform compliance examinations, and
create a coordinated enforcement and referral psoc€he goal is for one person from a single agenc
to verify compliance with the programs of all peifiating agencies to maximize the efficiency of the
program and the number of businesses contacted.

The Subcommittee noted that enforcement of indegr@nzbntractor laws is a sensitive topic
and recognized how enforcement of those laws careBmes have a negative impact on small
businesses. The Subcommittee indicated this itemldabe ripe for discussion in the full committee.

The Subcommittee recommended approval of the réques
The following Committee discussion occurred:

Representative Nathanson noted the focus of ttveonle is to address fraudulent activity that is
unfair to law abiding businesses and contractors.

Senator Johnson commented that while there are@garaf unscrupulous employers taking
advantage of employees, there have also been wtme&s the definition of independent contractor has
been used to go after individuals who are justligdrging to get by in rough economic times. She
noted that the Labor Commissioner indicated thept@mmce efforts will be targeted on the most
egregious offenders. Senator Johnson also contht@tbringing this issue back to the Legislature if
enforcement were to get out of hand.

Representative Berger indicated she wanted to malaethere is a report back as to the success
of this investment. She is also concerned abomiggaiter the wrong people.

Senator Whitsett reiterated the concerns previousigd. He also gave an example of a
situation where application of these laws resuthmvilification and victimization of people inshi
district.

Senator Verger noted that she sees and can relategh sides of this issue.
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The motion carried Senators Girod and Nelson voted no. Represeat&arrard excused.

59. Public Employees Retirement System

Representative Nathanson moved that the EmergenasdBncrease the Other Funds
expenditure limitation established for the Publinfitoyees Retirement System by section 1(1),
chapter 75, Oregon Laws 2009, Administrative angraiing expenses, by $2,601,324, and authorized
the establishment of 2 permanent full-time posgi¢m63 FTE) and 4 limited duration full-time
positions (1.00 FTE) to implement legislation freme 2009 session.

The following is a summary of the request and Sabudtee (General Government) action:

Two bills from the 2009 legislative session, SB 3%d SB 897, made substantive
modifications to public retirement statutes. Tglement changes required by these bills, the Public
Employees Retirement System requested additiordgditauthority.

SB 399 allows members to purchase retirement costhg funds from certain other tax-
advantaged plans, while SB 897 allows memberstoest a data verification of certain information
before retirement and permits retired Oregon Pubditvice Retirement Plan members to participate in
the system’s Health Insurance Program.

The agency’s request was for a combination of ane-tosts to update financial systems and
ongoing staffing to complete data verification woigystems costs have increased since the agency’s
initial estimates during session primarily due &ving more detailed system impacts. There are over
80,000 members who would be immediately eligiblesuest data verification in July 2011. Even
with a solid online system for data verificationetagency will still need staff to review infornati
and complete data verification.

The Legislative Fiscal Office recommended apprafdhe request, which consisted of $12.8
million Other Funds expenditure limitation and 1d-fime permanent positions.

Subcommittee members questioned some flawed assummpised by the agency in
developing its original cost estimates during sessiThey also discussed the agency’s abilityrtd fi
other resources to support this work, which sonregiee to be a core function the agency should
already be doing. One member noted that the Sub@bde@enshould keep in mind that the work is being
directly driven by legislative mandates. The Subgottee was concerned about the number of
positions being requested and their permanent@&atur

Several subcommittee members noted they would stppmying the request to the full
committee for additional discussion, but would resehe right to vote “no”.

The Subcommittee recommended approval of the réques
The following Committee discussion occurred:

Representative Nathanson explained that the whal&Subcommittee sent the request out of
subcommittee as “recommended,” many Subcommitterbess still had reservations. She offered
the motion above to substitute for the Legislafiigcal Office recommendation moved forward by the
Subcommittee. The position detail for this requests follows: one permanent Operations and Policy
Analyst 2 (0.25 FTE), one permanent Principal ExgeuManger B (0.38 FTE), two limited duration
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Retirement Counselor 1 (0.50 FTE), and two limdedation Retirement Counselor 2 (0.50 FTE). All
of the positions are full-time.

Representative Nathanson indicated the revisemhmeendation was intended to provide the
needed one-time expenditure authority to make absatgthe agency'’s financial systems to
implement the legislation. The positions would@allfor permanent staff to manage and oversee the
program while the limited duration positions wotiklto workload. She also noted that existingfstaf
from the agency’s eligibility unit will be also eined in the new program and used to complete dat
verifications. Data verification tasks will takeqrity over benefit estimate and withdrawal pragiag
functions.

Between now and the 2011 legislation session,glke@y will seek input from members to
better estimate the number of data verificatioruesgs it will actually receive in July 2011. This
information will be used to help validate the leséprogram resources needed for 2011-13.

Senator Verger stated that, while she was disapgmbin the original recommendation, she
could support this revised plan.

Senator Whitsett indicated that, while he is sty concerned about how far off the agency
was with its original cost estimates for systemnges, he will support the replacement motion.

The motion carried with no objection voiceRBepresentatives Garrard and Jenson excused.

60. Department of Administrative Services

Senator Whitsett moved that the Emergency Bogkdawledge receipt of a report from the
Department of Administrative Services on compepsaplan changes and position allocations.

The following is a summary of the request and Sabudtee (General Government) action:

The Department of Administrative Services (DAS)aquired under ORS 291.371 to report
state salary plan changes to the legislative regg@ncy (the Joint Committee on Ways and Means
during session and the Emergency Board duringritesim).

DAS reported on the results of binding interestteabon with the Department of State Police
Officers Association employees at the Departmer8tafe Police for salaries and insurance. It
includes:

» Effective January, 1, 2010, increasing the statd-pabsidy for insurance premium costs up to 5%
of the actual monthly composite rate for plan y&@ioO.

» Effective April 1, 2010, establishing a 3% Techhicaader differential for a number of
classifications.

» Effective May 1, 2010, suspending the step thatadaed to the top of each salary range in all
classifications that became effective June 30, 2009

» Effective January, 1, 2011, increasing the statd-pabsidy for insurance premium costs up to 5%
of the actual monthly composite rate for plan y&@io0.

The cost of the arbitration award is estimatedg@&b.1 million in the 2009-11 biennium, with
$900,000 of those costs being General Fund. Tiaépbased-in costs for 2011-13 are expected to be
an additional $1 million, with $780,000 of thosestbeing General Fund.
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The Department of State Police expects to be altever the costs of the arbitration award by
capturing savings within its current budget.

The Subcommittee recommended acknowledging reoéipe report.

The motion carried with no objection voiceRepresentatives Garrard and Jenson excused.

61. Department of Administrative Services

Representative Edwards moved that the EmergencydBaknowledge receipt of a report
from the Department of Administrative Services loa potential cost benefits and efficiencies of
merging the Oregon Educators Benefit Board withRhblic Employees’ Benefit Board.

The following is a summary of the request and Subudtee (General Government) action:

During the 2009 legislative session, the DepartroéAdministrative Services received two
budget notes regarding the two benefit boards adtened by the agency. One note required
reporting during the interim on the potential doshefit and efficiencies of merging the boards in a
global sense, while the other was focused onlydmimistrative functions. The intent of the budget
notes was to inform legislative budget decisions ot to duplicate efforts or supersede other
legislative direction.

The Legislature also passed HB 2009, which moved#nefit boards to the Oregon Health
Authority, and HB 2116, which implemented an instpaid assessment on health insurance
premiums. The bill also included an assessmesetrinsured group health plans provided by the
Public Employees’ Benefit Board. The implementatid these legislative and other changes, such
shifting more to self-insurance and a new focugwdence-based plan design, are requiring a
significant amount of planning and effort this e,

The Department of Administrative Services repottexlboards are finding ways to better
utilize resources and become more efficient. Exampf these include sharing staff during peak
workloads and using joint procurement processdg agency also noted that the budgets for these
boards are expected to be moved into the OregotirtH&athority in the 2011-13 budget cycle. As
that new organization forms, there will be an opaity for the Legislature to review administrative
and policy resources of the boards to ensure trepeing used effectively. A formal merger of the
boards or integration with other Oregon Health Awitty programs will likely need to evolve over
time as all agency programs are stabilized.

The Subcommittee discussed the cost savings assmevih the creation of the Oregon
Educators Benefit Board. The Department of Adntiats/e Services clarified that the bulk of those
savings were administrative in nature and had ayré@en captured. Other potential savings are
driven primarily by benefit plan choices and utlion rates, over which the Board has less inflaenc

The Subcommittee recommended acknowledging reoétpe report.

The motion carried with no objection voiceRBepresentatives Garrard and Jenson excused.
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62. Department of Administrative Services

Representative Nathanson moved that the EmergenasdRestablish a Capital Construction
Other Funds expenditure limitation for the Deparritref Administrative Services in the amount of
$750,000 for the 2009-11 biennium to reseal theeReg Building, and increase the Other Funds
expenditure limitation established for the Deparitrad Administrative Services by section 2(3),
chapter 657, Oregon Laws 2009, Capital improveméyt$500,000 for capital improvements to pay
for energy conservation projects.

The following is a summary of the request and Sabudtee (General Government) action:

The Department of Administrative Services origimacheduled the Revenue Building for
exterior reseal work during the 2011-13 bienniudawever, water has begun to seep through the
building’s envelope and is damaging interior wall$e agency requested expenditure limitation to
accelerate the project’s timeline and completeaurtrdy the current biennium. There is availablencas
balance from Capital Projects Fund to pay for tloekw

The Department also requested $500,000 Other Fenpinditure limitation to use grant funds
awarded to the agency by the Oregon Departmenhefdy. These funds were made available under
the federal American Recovery and ReinvestmenoAR009. The grant will be primarily be spent on
projects at the Archives Building and Portland Gribab.

The Subcommittee recommended approval of the réques

The motion carried with no objection voiceRepresentatives Garrard and Jenson excused.

63. Department of Administrative Services

Representative Nathanson moved that the EmergenasdEacknowledge receipt of a report
from the Department of Administrative Services oopgnsed 2011-13 uniform rent rates; recommend
to the next reqular session of the Leqislative Agdg that it not appropriate amounts sufficienpty
rentals under said proposed schedule; and diredDépartment to return to the 2011 legislative
session with a revised uniform rent schedule vatkg set at or below 2009-11 levels, with
instructions.

The following is a summary of the request and Subudtee (General Government) action:

ORS 276.390 requires the Department of Adminiseebervices to submit to the Emergency
Board a schedule of proposed uniform rent ratethi®upcoming biennium. Once it approves a
proposed rental rate schedule, the statute reqgineeSmergency Board to “recommend to the next
regular session of the Legislative Assembly thapiropriate for each agency occupying space in
such a building or facility an amount sufficientgay rentals required under the schedule.”

The Department of Administrative Services propaseceasing the uniform rent rate for office
space from the current $1.38 per square to $1.A4qere foot. No change was proposed for storage
space rental, which would remain at $0.50 per sjfcot.

The Legislative Fiscal Office recommended appr@idhe request.
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Subcommittee members questioned the cost assurapts@a by the Department in developing
the rate. They also expressed concern that thevad going up and returned this item to the
Emergency Board without recommendation.

The following Committee discussion occurred:

Representative Nathanson instructed the Departaiekdministrative Services that the
revised schedule to be submitted during the 20gislkive session should include the level of fumgdi
each state agency requires to pay those ratesitidxddly, the Department should also report on the
methodology used for setting that schedule, fir@nompact to state agencies, and how the schedule
aligns with the level of state government servites can be realistically budgeted for 2011-13.

Representative Nathanson explained the Subconasitencern with the request and why it
was sent forward without a recommendation. Sheredf the motion above to substitute for the
Legislative Fiscal Office recommendation made m Subcommittee meeting.

Senator Johnson indicated her appreciation falirigpna resolution that she can support.

The motion carried with no objection voiceRepresentatives Garrard and Jenson excused.

64. Department of Administrative Services

Senator Johnson moved that the Emergency Board aigtfen until the 2011 legislative
session on a request by the Department of Admitigl Services for Lottery Funds expenditure
limitation in the amount of $1.3 million for the %l Facilities Task Force.

The following is a summary of the request and Sabudtee (General Government) action:

HB 2013 (2009) established the Oregon School FasilTask Force, staffed by the
Department of Administrative Services. The tagkdds first body of work was to develop and report
on multiple options for conducting a study of paldchool facilities. The bill sets out a series of
evaluations, assessments, and other topics th&t aeeincluded in the study. Following the repmnt
options and based on funding availability, the taske would then conduct the actual study.

The 2007-09 lottery ending balance of $1.4 millees allocated to fund the task force and the
study, with $35,000 being made available initialysupport the options report. The Department’s
request was for the $1.3 million Lottery Funds exgiure limitation needed to spend the remainder of
the lottery resources set aside for the studyh Boits February report and in the current request
letter, the Task Force has made it clear that thasatargeted for review under HB 2013 require
resources well beyond those allocated in the Hilis uncertain what level of funding would be ded
to fully meet the bill's requirements. Cost estiesarange from $12.3 million to $49 million to
produce facility assessments complying with HB 2013

The Legislative Fiscal Office recommended defesfdhe request. This action supports
further refinement of costs associated with theetFacilities study. It also allows the Legisletuan
opportunity to potentially reprioritize funding adlated for the study for statewide uses.

The Subcommittee discussed the importance ofatbik and how Oregon needs to move
forward to gain a better understanding of the ciooliof school facilities statewide. Many statesd
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comprehensive K-12 schools facilities plans in @laelowever, due to the current economic situation,
the Subcommittee concurred with the recommendatiatefer the agency’s request.

The Subcommittee recommended approval of the Latgisl Fiscal Office recommendation.
The following Committee discussion occurred:

Representative Buckley indicated that he was gtiig with the recommendation to defer and
would like the agency to bring the request bacloteethe Emergency Board in September. He noted
that there are some potentially dangerous conditimischools and this work needs to be kept on the
front burner.

Representative Komp stated she was in agreeménRepresentative Buckley. She noted that
many schools are in disrepair and can’t meet requents under the Americans with Disabilities Act.

Senator Johnson offered an amendment to the maetitoh is to defer the request until
September 2010, rather than the 2011 legislatissice.

Senator Verger noted that if funding is goingabaols to maintain buildings, it needs to be
used for that purpose and not other things. Shewented she would like to have this issue brought t
the table for discussion in the future.

Senator Whitsett commented that the conditiorchbsl buildings in his areas varies greatly
among school districts; some buildings are bediytifoaintained and others are falling down. He
noted that since schools get about the same amnbtuntding per student, this is really about how
well school districts mange their funds.

The Committee considered the amended motion:
Senator Johnson moved that the Emergency Board algtfen on a request for Lottery Funds

expenditure limitation in the amount of $1.3 millitor the School Facilities Task Force until the
September 2010 meeting of the Emergency Board.

The motion carried with no objection voiceRepresentative Garrard and Senator Girod
excused.

65. Department of Administrative Services

Representative Nathanson moved that the EmergenasdRiefer action on a request for
reimbursement of costs associated with the dispaighke former Oregon School for the Blind and
direct the Department of Administrative Servicesdmirn to the September 2010 meeting of the
Emergency Board with a report on the agency’s megin selling the property.

The following is a summary of the request and Subudtee (General Government) action:

HB 2834 (2009) directed the Department of Admmaiste Services to develop a plan for the
sale of the real property owned by the Oregon Oepart of Education known as the Oregon School
for the Blind. In February 2010, the Departmenfdministrative Services was directed to proceed
with selling the property in “as is” condition.
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Since assuming responsibility for the property ffee July 1, 2009, the Department has
incurred costs associated with maintenance anasispf the site. These include structure support,
facility security, real property appraisal, reviappraisal, environmental site assessment, titheesur
utilities survey, and historical resource assessmen

The bill provides for the agency to recoup its sdstm the sale proceeds and/or via an
allocation from a $2,850,000 special purpose apmatipn to the Emergency Board established in HB
2834; that bill's budget report shows $900,000esighated for potential use by the Department of
Administrative Services.

The Department’s request to the Emergency Boardove612,431 General Fund to pay for
costs to date and for keeping the property maiathin “as-is” conditions for six months. The
recommendation from the Legislative Fiscal Officaswo defer the agency’s request until the
September 2010 meeting of the Emergency Boards ddlay allows for receipt of additional
information regarding the likelihood of selling theoperty in a timeframe supporting cost recovery
from the sale proceeds.

During the Subcommittee meeting, the Departmerdrted that the Facilities Division is in the
process of hiring a Commercial Real Estate Bro&@onduct the sale. The broker selection and
contract is projected to be completed by June 8020'he agency expects a broker can sell the
property within 90 days.

The Subcommittee discussed the status of partéie @roperty that do not yet have clear title
due to pending, but understood to be resolvedalitbn. There were also questions regarding the
agency'’s use of an outside broker to completedlee sThe Department explained it wanted to make
sure an objective third-party was handling the,salpart because of the high level of intereghim
property from both the public and potential buyers.

The Subcommittee recommended approval of the Lagisl Fiscal Office recommendation.

The motion carried with no objection voiceRBepresentative Garrard and Senator Girod
excused.

67. Department of Veterans’ Affairs

Representative Buckley moved that the EmergeneydBacknowledge receipt of a report from
the Department of Veterans' Affairs on the proagssd to site a second Veterans’ Home skilled
nursing facility.

The following is a summary of the request and Sabudtee (Human Services) action:

The Oregon Department of Veterans’ Affairs wagched to report on and answer questions
related to the process used to determine theaii@ $econd Veterans’ Home skilled nursing facility
In mid-April, the Department announced plans te aismaller facility than was contemplated in the
agency’s Request for Proposals, generating questind concerns regarding the fairness and
transparency of the decision-making process. Subttiee questions and discussion centered around
the use of verbal versus written communication les to applicants for the facility, the size and
location of the proposed facility, and next stegggarding the facility’s funding and construction.

The Subcommittee recommended acknowledging reoétpe report.
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The following Committee discussion occurred:

Representative Buckley cited specific flaws in pnecess used by the Department to make its
siting decision.

Senator Whitsett characterized some of the Depaitseritten responses to questions about
the issue as non-factual or unresponsive.

Senator Bates voiced concerns about the size datilgy in relation to state and national
trends toward de-institutionalization of the elgieahd disabled.

Representative Jenson stated that the majorityedd veterans were from more rural areas
of the state relative to the site of the proposeilify, which may have the effect of placing veies
far from friends, family, and existing support netks.

The motion failed.Representatives Berger, Buckley, Edwards, Hamsdn, Komp, Kotek,
Nathanson and Smith, and Senators Bates, Johnsomwpk] Shields, Verger, Whitsett and Winters
voted no. Representative Garrard and Senator @xodsed.

The meeting was adjourned at 12:05 p.m.
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