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MEMORANDUM 

 
 

DATE: October 5, 2012 
 
TO: Legislative Budget and Audit Committee 
 
FROM: David Teal, Director 
 
SUBJECT: Preparation for the October 16, 2012 LB&A Meeting 
 
 
OMB submitted the following FY13 RPLs for consideration at the October 16, 2012 
Legislative Budget and Audit Committee meeting.  These RPLs, along with Legislative 
Finance comments, are posted on our web site at http://www.legfin.state.ak.us/ .   
 
RPL# Agency Subject Amount Fund Source 
06-3-0192 
FY13 Capital  

Health and Social 
Services 

Eligibility Information System 
Replacement 
 

$65,826,669 
 

Federal (1002) 
 

07-3-1043 
FY13 Operating 

Labor and Workforce 
Development 

State Energy Sector Partnership 
Grant 

$820,810 Federal ARRA  
(1212) 

 
 
If you have any questions that you want an agency to address at the meeting, please call us so 
we can help ensure the agency has a response prepared. 
 

 



Agency Contact: Sarah Woods, Deputy Director of Finance and Management Systems, (907) 465-1631 
Legislative Finance Contact: Amanda Ryder, (907) 465-5411 
 

Department of Health and Social Services  
Department Support Service, Facilities Services 

       
 
Subject of RPL: Eligibility Information System 

Replacement 
ADN/RPL #:  06-03-0192 

Amount requested: $65,826,669 Appropriation Authority: Sec1 Ch17 
SLA2012 pg 118 ln 17 

Funding source: $65,826,669 Fed Rcpts (1002) 
        Capital 

Statutory Authority: AS 45.05.010 
 

 
PURPOSE  
 
To ensure that the State will be compliant with Medicaid provisions of the Affordable Care Act 
of 2010, portions of the Division of Public Assistance’s 28-year old Eligibility Information 
System must be replaced. This Revised Program Legislative (RPL) requests the federal funds 
necessary to complete the Medicaid Eligibility portion and all related eligibility system 
components. The RPL will allow the Department to create an integrated eligibility determination 
system for many programs in the department. The Medicaid Eligibility determination is a 
function performed by Eligibility Information System.   
 
General funds in the amount of $8,738,478 required to match the federal funds are already 
appropriated and will be sufficient for the life of the project. There are no anticipated future 
requests for general funds for this project. 
 
An enhanced federal financial participation match rate of 90/10 for all costs attributed to the 
design, development, and implementation of the project is available (instead of the 75/25 rate) if 
a fully operational Medicaid Eligibility determination component of the new system is 
implemented by October 1, 2013 and the entire project completed by December 31, 2015.  An 
enhanced match rate of 75/25 applies to all costs attributed to the maintenance and operations of 
the project for the life of the system (instead of the 50/50 match rate) if the timelines above are 
met.   
 
The differences between the two match rates will cost the state an additional $8,206,092 in 
general funds if this RPL is not approved and the system milestones are not completed by the 
deadlines. 
 
Legislative Fiscal Analyst Comment: The savings estimate assumes cost projections are 
accurate. As with all major systems, the cost of the eligibility system at this point in the process 
is a rough estimate.  The point is not to dispute the amount of savings identified, but to 
emphasize that delay in approving this RPL increases the probability that deadlines will be 
missed. At any total project cost, missed deadlines will result in a higher mix of general funds. 
As always, the key issue on “savings” of this kind is the merit of the project; true savings occur 
only when a necessary purchase occurs at a reduced cost.  
 
Note that the amount of federal funds requested is the maximum that can be obtained under 
current cost projections and available (enhanced) match rates. That makes sense; approval of the 
RPL will be the last appropriation for the project if all goes as planned. Higher-than-anticipated 
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total cost (or a greater share of cost on the portions with a 75/25 match) will require more general 
and federal funds, and that would require future legislative action.  
 
A modernized system will enable the Division to leverage current technology, address increased 
work and caseload demands, improve operational efficiency and effectiveness, and improve 
overall program administration and accountability. In state fiscal year 2012, the current 
Eligibility Information System was used to provide Public Assistance benefits to more than 
194,000 Alaskans. It must interface with a variety of data systems to support the Division of 
Public Assistance’s early fraud detection, verification of eligibility determination, birth records, 
citizenship, and Social Security beneficiary information and provide eligibility data to the 
Medicaid Management Information System. 
 
The Eligibility Information System is currently functioning well beyond the capacity for which it 
was originally designed and requires a tremendous amount of manual intervention from the 
Division’s staff.  It does not provide the flexibility needed to meet future demands or current 
federal and departmental expectations for system integration and modularity.  
 
In 2011, the Division procured the services of First Data and conducted an extensive feasibility 
study regarding potential Eligibility Information System replacement options.  Eligibility 
systems were evaluated from four states.  The study quantified the operational efficiencies 
gained by modernizing the current Eligibility Information System. Once completely 
implemented and transitioned to the state, the modernized system could offer an estimated 
payback ranging from 30% to 38% of the Division’s operational costs.  
 
Relying upon the study’s recommended approach for moving forward, the Division intends to 
outsource the project work in the form of two contracts. Each contract will provide services that 
span the Design, Development, and Implementation timeframe; and the Maintenance & 
Operations timeframe.  The project work began in SFY 2012 and will occur over a four year 
period.  Each contract is described below: 
 

1. Technical Services Contract:  The vendor selected under this contract will provide the 
actual replacement Eligibility Information System.  This will include: 
 

a. System design and development, hardware and software implementation, and all 
training (technical, end-user, and program administration) to support the new 
system; and 

b. A brief period of time (Maintenance & Operations) to transition the technical 
support of the new system from the vendor to the state’s technical support staff.   
 

2. Quality Assurance Contract:  The vendor selected under this contract will conduct 
independent validation and verification of the deliverables provided by the technical 
services vendor throughout the life of the project.  The amount of support provided by 
this vendor will decrease during the latter portion of the project.     

 
The total costs for the Eligibility Information System Replacement Project have been recently 
evaluated and revised.  The current estimated cost for the project is $74,565,147. The individual 
funding sources are provided in Table 1. 
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Table 1 – Individual Fund Source 
 

Funding 
Source 

Design, Development, & 
Implementation 

(90/10 blended rate - 75/25 rate if 
timeline not met) 

Maintenance & Operations 
(75/25 blended rate - 50/50 

rate if timeline not met) 

Total 

Total Federal $56,837,558 $8,989,110 *$65,826,669
Total GF   $5,580,142 $3,158,336   $8,738,478
Total $62,417,700 $12,147,446 $74,565,147
   

*Required amount of federal authority.   
 
As depicted by an asterisk in Table 1, the required amount of federal authority for this project is 
$65,826,669.   
 
Legislative Fiscal Analyst Comment:  Although the numbers in Table 1 imply that potential 
general fund savings attributable to timely progress exceed $12 million, the Department 
estimates savings of $8.2 million (see backup provided by the Department). As noted in the prior 
comment, the focus should be on the fact that rapid progress on this project can result in large 
savings to the state, not only in project development costs, but also in future operations costs. 
 
The Committee may wish to have the Department quantify future operational savings, perhaps 
addressing the recovery of the investment in capital.  
 
PREVIOUS LEGISLATIVE CONSIDERATION 
A prior appropriation of $8,738,478 was appropriated by Sec. 1, Ch17, SLA2012, page 118, line 
17 for the required state match needed for the Eligibility Information System Replacement 
Project.  
 
TIMING ISSUES 
The enhanced federal match rate and general fund savings of approximately $8,206,092 for this 
project are tied to the accomplishment of two time-sensitive milestones.  If these milestones are 
not achieved, the federal financial participation match rate will be reduced.  The milestones are 
provided in Table 2. 
 

Table 2 – Key Project Milestones 
 

Date Milestone Impact If Not Met 
October 1, 2013 Implement a fully operational Medicaid 

Eligibility determination component of the 
new system 

Federal financial participation match rate 
will revert from 90/10 to 75/25 for the 
entire project, and create an additional 
GF expense of $8,206,092 

December 31, 2015 Complete the design, development, and 
implementation portion of the entire 
project 

Same as above   

 
The Division is currently on schedule to meet these critical milestones.  In order to complete the 
work prior to the deadlines, the procurements outlined in the project plan must begin 
immediately. The RFP’s have been drafted and are ready to be released. Upon RPL approval, the 
Division can start drawing federal financial participation funds. 
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BUDGETARY ISSUES 
This project supports the long-term plans and mission of the Department.  The project will serve 
as a platform for the ongoing integration of systems and services within the Department.  The 
federal financial participation has included the opportunity for states to modernize their 
information systems beyond the scope of Medicaid eligibility determination to include other 
public assistance programs. Without the enhanced federal support the Division will not have the 
resources to modernize mission critical technology, requiring an additional estimated $8,206,092 
in general funds at a minimum.  
 
As part of the work of the project, performance measures will be developed.  Currently, the 
department has not spent funds for this project.  The legislature has appropriated the general fund 
match.  With approval of this request, no additional general funds will be needed to complete the 
project. 
 
The department is utilizing existing positions for this work. No new positions will be needed for 
the project. 
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Department of Labor and Workforce Development 
Business Partnerships 

Business Services 
 
Subject of RPL: State Energy Sector 

Partnership Grant 
ADN/RPL #: 07-3-1043 

Amount requested: $820,810 Appropriation Authority: Sec1 Ch 15 SLA 
2012 pg24 ln 21; Sec 30 Ch 15 SLA 2012 pg 
93 ln 21 

Funding source: $820,810 Fed ARRA (1212) 
Operating 

Statutory Authority:  AS 44.31.020 

 
PURPOSE  
The Department of Labor and Workforce Development requests $820,810 in additional federal 
American Recovery and Reinvestment Act (ARRA) authorization. The additional authorization 
will allow the department to fully expend the federal ARRA funded State Energy Sector 
Partnership grant. This grant program is aimed at upgrading the skills of workers in green 
occupations, reducing energy consumption through weatherization, and developing and 
delivering green job education and occupational training throughout the state. The grant funds 
expire June 30, 2013. Without this additional authorization, the department will be unable to 
expend available revenue to train 347 Alaskans by the end of the year and will not meet all of the 
grant deliverables. 
 
PREVIOUS LEGISLATIVE CONSIDERATION 
The Business Services component was appropriated $9,161,900 of federal ARRA authorization 
in FY2009 under Sec. 1, Ch. 17, SLA 2009, pg 3, ln 32 (HB 199). This authorization was 
primarily used to expend Workforce Investment Act (WIA) federal ARRA funding. The WIA 
ARRA funds were used to increase workforce development training opportunities for Alaskan 
adults, dislocated workers and youth and expired in FY2011. 
 
The Business Services component was appropriated $3,600,000 in additional federal ARRA 
authorization in FY2011 under Sec. 1, Ch 41, SLA 2010, pg 29, ln 19 (HB 300) to accommodate 
the National Emergency Grant On-the-Job Training (NEG OJT) and the State Energy Sector 
Partnership Program (SESP) federal ARRA grants. The department has not submitted any 
previous Revised Program Legislation (RPLs) for federal ARRA authorization. 
 
TIMING ISSUES 
The department did not know that actual federal ARRA revenue available would exceed the 
federal ARRA carry forward authorization when the FY2013 Governor’s budget was prepared 
and anticipated that the carry forward authorization would be sufficient. On August 31, 2012, 
after the federal ARRA carry forward authorization and available revenue for FY2013 was 
finalized it was determined that additional authorization is needed in order to expend the grant 
funding available. 
 
If this request is not approved the department will be unable to provide grants to train 347 
Alaskans in high growth occupations in FY2013. A supplemental request will occur too late to 
obligate the funds with training providers. The grant agreement ends June 30, 2013. 
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BUDGETARY ISSUES 
Federal grant funding of $1,312,161 is available for the NEG OJT and SESP grants for FY2013. 
The department’s federal ARRA carry forward authorization for FY2013 is $491,351. The 
carryforward authorization was sufficient to close the NEG OJT grant which expired September 
30, 2012. An additional $820,810 of federal ARRA authorization is needed to be able to fully 
expend the SESP federal grant award.  
 
With this funding, 347 Alaskans will be trained in high growth occupations. To date, 553 
Alaskans have been trained through the SESP program. The last of the federal ARRA grants 
awarded to the Business Services component expires at the end of FY2013. Therefore, there will 
not be an FY2014 operating budget request related to this item. No general funds are used in 
support of this program, and the department will not be seeking a general fund increment in the 
FY2014 operating budget to replace the exhausted federal ARRA funds. 
 
Legislative Fiscal Analyst Comment: There are no technical issues with this request. 
 
 
 






































