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SENATE FI NANCE COWM TTEE
May 10, 2002
10: 19 AM

TAPES

SFC-02 # 93, Side A
SFC 02 # 93, Side B

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approximately 10:19 AM
PRESENT

Senat or Dave Donl ey, Co-Chair
Senator Pete Kelly, Co-Chair
Senator Jerry Ward, Vice Chair
Senator Lyda G een

Senator Gary W/ ken

Senat or Al an Aust er man

Senat or Donny O son

Senat or Lyman Hof f man

Senator Loren Lenman

Al so At t endi ng: MAJOR GENERAL PHI L OATES, Adj ut ant
Gener al / Comm ssi oner, Departnent of MIlitary and Veterans Affairs;
JI' M DUNCAN, Comm ssioner, Departnent of Adm nistration; JAVES L.
KOHN, Director, Division of Al aska Longevity Prograns, Departnent
of Adm ni stration; M KE RACE, Menber, Pioneers of Al aska

Attendi ng via Tel econference:
There were no tel econference participants

SUMVARY | NFORVATI ON

SB 55- PI ONEERS' AND VETERANS' HOVE/ ADVI SCRY BD

The Committee heard fromthe Departnment of MIlitary and Veterans
Affairs, the Departnment of Admnistration, and took public
testinmony. The bill was held in Conmttee.

#sb55
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CS FOR SENATE BILL NO 55(STA)

"An Act relating to the Al aska Pioneers' Hone and the Al aska
Pi oneers' Honmes Advisory Board; relating to adm ssions to,
paynent assistance for, and transfers fromthe hone; relating
to housing and services for veterans; and providing for an
effective date.”

This was the first hearing for this bill in the Senate Finance
Commi ttee.

MAJOR GENERAL PHI L QATES, Adjutant Ceneral /Conm ssioner, Departnent
of Mlitary and Veterans Affairs stated that the State’s current
budget situation requires nore efficiency in State governnent,
particularly in addressing the needs of veterans. He stated that
Al aska, while having the second highest per capital nunber of
veterans in the Union; is the only state that does not have, or is
not in the process of building, a Veterans’ Hone. He stressed that
the relationship between the State and the mlitary deserves
attention because the mlitary is a “huge econom c engine.”

Maj or CGeneral Cates informed the Commttee that this bill provides
a nethod of efficiency in addressing the needs of the State’s
vet erans by proposing to provide Veterans Honme services within the
Pi oneers’ Homes’ structure. He stated this would be “cheaper” than
buil ding and operating a separate facility, and that having six
hones | ocated throughout the State provides an opportunity for
veterans to be cared for closer to hone.

COW SSI ONER JIM DUNCAN, Comm ssi oner, Depart nment of
Adm nistration, informed the Conmittee that the intent of this
| egislation is to recogni ze the service that veterans have provi ded
to both the State and the country by including veterans within the
Pi oneers’ Hone system He continued that in addition to changi ng
the nane of the Pioneers’ Hones to the Pioneers’ and Veterans

Honmes, the Departnent recommends providing a veteran’s preference
for a certain nunber of the systemi s 600 beds. He reiterated that
using existing infrastructure in this manner woul d be an efficient
way to provide care to Al aska s veterans.

Comm ssioner Duncan stated that as part of this arrangenent,
veterans within the system would be entitled to access federal
veterans benefits. He specified that no nore than 30 percent of the
beds in any one facility and no nore than 21 percent, which equates
to 126 beds, of the total nunber of the systenis beds would be
desi gnated as veterans’ preference. He el aborated that there are
currently 95 veterans in the Pioneers’ Honme System however,
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systemw de, the Pioneers’ Hone currently has 100 vacant beds.

Conm ssi oner Duncan informed the Commttee that this bill does not
address the need to change the name of the Pioneers’ Home system
however, the nane change is “critical if we are going to nove
forward” as the federal Veterans of Admnistration (VA system
requires the facility’'s nane to reflect that the State hone
provi des benefits to veterans. He stated that the nane change is
crucial in allowng veterans in the Pioneers’ Honme system to
receive the federal benefits they are entitled to, and he urged the
Commttee to include the word “veterans” in the facility' s title.

Conmm ssi oner Duncan stated that negotiations are underway with the
VA to devel op a nmenorandum of understanding that would maintain the
integrity of the Pioneers’ Hone systemwhile allow ng the veterans
to receive their federal benefits. He noted that with the exception
of the nane of the facility, the bill is acceptable to the
Depart nent .

Comm ssi oner Duncan expl ained that the Departnment’s fiscal note,
dated May 1, 2002 includes a study, projected to cost $250,000, to
determ ne how to neet the needs of those veterans who do not neet
the requirenents for admttance to the Pioneers’ Hone system He
stated that the fiscal note additionally projects that if the 100
beds currently vacant in the Pioneers’ Homes are occupied in FY 03,
the facility would require $2.9 million in general funds as well as
$2.6 mllion generated from Pioneers’ Hone resident receipts, in
order to operate. He stressed that when the veterans in the Homes
begin to receive their federal VA benefits, the anount of general
funds required woul d decrease as the federal VA noney is used to
suppl enent the cost of the veterans’ care. He stated that by FYO08,
resident receipts would increase sufficiently to allow general fund
requests to decrease to $1.1 million

Senat or Hof fman asked what the $4 million listed in the personal
services category of the fiscal note, includes.

Conmi ssi oner Duncan responded that the majority of that expense is
to provide the necessary staffing to properly care for the
residents of the Hones, npbst of whom due to age, require a high
| evel of care.

Senator Hoffman asked for further information regarding the
$250, 000 contractual services expense reflected in the fiscal note.

JAMES L.KOHN, Director, D vision of Al aska Longevity Prograns,

Departnent of Adm nistration, specified that personal services
include the cost of providing direct patient care; whereas,
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contractual services include such things as increased food service
costs, physical therapy, cleaning supplies, and personal itens |ike
adul t diapers that the Hones provide.

Senat or Hoffrman asked the Departnment to provide a list of the
comunities in which eligible veterans reside.

Conmi ssi oner Duncan stated that approximately 30 percent of the 180
people on the waiting list for the Pioneers’ Hone are veterans. He
stated that the Departnent would provide the nanes of the
comuni ties where these people reside.

Senator Leman voiced support for this |legislation; however,
guesti oned whet her 128 new positions would be required to service a
fully occupied system He asked whet her alternative nethods m ght
be available to |lessen the expense of providing personal care
service without lowering the quality of care the residents deserve.

Conm ssi oner Duncan el aborated that the average age of individuals
on the Homes’ waiting list is approximately 83 years, and that
people this age require a high level of direct care on a twenty-
four hour basis. He stated that nedical standards such as |icensing
must be maintained and that the figures in the fiscal note are not
inflated. He stressed that the Departnent supports the |evel of
funding detailed in the fiscal note in order to provide the care
required to operate a fully occupi ed system however, he stated the
Departnment woul d entertain | owering their occupancy expectations in
order “to get this program noving forward.”

Comm ssi oner Duncan shared with the Committee that a “separate
problenf exists in the Pioneers’ Honme operating budget funding
which is currently being addressed in a House of Representatives
and Senate Budget Conference Commttee. He disclosed that the
conference conmttee is considering a “direct reduction” of
approxi mately $204,000 in the Pioneers’ Honmes’ operating budget
from FYO2 to FYO3 and an additional shortage of $126,000 as a
result of an anticipated $300,000 reduction of wunallocated
Department of Adm nistration general funds. He stated that the
total anticipated FYO3 Pioneers’ Hone operating budget shortfall of
$330,000 “translates to about ten less beds than we have this
year.”

Conm ssi oner Duncan stated that wth an operating budget shortfal

of $330,000, it would be “a struggle” to mamintain the current
nunber of beds in the Pioneers’ Honmes. He stated that if no fisca
note is attached to this bill, “you would have the commtnent to
the veterans, we’'d have the preference, we woul dn’t have nore beds,
we woul dn’t be serving nore veterans, we’'d be serving | ess because
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we have an operating budget that is down.” He exanpled how many
beds woul d be available at different |evels of funding, and stated
that “there are variations” of the nunber of beds that the
Department and the Legislature could discuss.

General Oates inforned the Commttee that the State would be
required to provide land and to spend four to six mllion dollars
“up-front” before any federal funds could be | everaged to construct
a stand-al one 100-bed Veterans’ Hone. He stated that instead of
having a Veterans’ Hone in conjunction with existing Pioneers

Homes operating in various locations around the State, the
operating costs of a single stand-alone facility woul d exceed the
fiscal note anmobunts detailed in this bill. He urged the Commttee
to leverage existing the Pioneers’ Honme infrastructure to nore
efficiently and better serve the needs of the State’'s veterans.

Senator Leman asked for confirmation that “the unit cost” to
support a stand-al one Veterans’ Hone is higher than conbining a
Veterans’ Honme with the existing Pioneers’ Hones system

CGener al Cates affirmed that operating costs and federal
requi renents would “drive the costs higher.”

Senat or Lenman commented that operating the Pioneers’ Hone systemis
“very expensive.”

Comm ssioner Duncan clarified that using existing infrastructure
and staff |essens the expense because the State would not be
required to “build nore beds,” or “add nore central structure” as
facilities are in place. He explained that this |[|egislation
proposes to use existing structure and to provide nore staff to
adequat el y serve the increased nunber of residents who would “fill
the beds that are sitting vacant.” He stated this is why it is |less
expensive than building a stand-alone facility.

Senator W/| ken commented that, “we always hear that we are the only
state wthout a Veterans’ Honme, but we are the only one with a
Pi oneers’ Hone.” He stated that on “face-value it nmakes sense” to
conbine the two facilities; however, “while the cost of maintaining
the Pioneers’ Honmes is expensive,” it serves a very inportant
service to Al askans and he expressed he does not “want to hurt” the
Pi oneers’ Honme by doing “too nuch too soon.”

Senator W/l ken stated, “there is no question that the Pioneers

Homes over the |ast two decades” have undergone pressures by the
fact that people are “physically living |longer, but nentally we're
not” causing the Homes to adapt to changi ng needs. He voiced that
this transition would change the Hones’ node of operation
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“dramatically in the next ten years.”

Senator Wl ken reiterated, that, “we are not ready to nmake this
decision.” He referenced a Deputy Chief of Staff, Departnent of
Veterans Affairs Fact Sheet, faxed date of April 2, 2002 [copy on
file] that specifies that in order to receive federal “grant funds
for either construction or per diem paynent for nursing hone,
domciliary, or adult day health care, the State nust apply for the
grant and neet VA standards.” He asked the testifiers if the State
neets those standards.

Conmi ssi oner Duncan responded that the State’ s discussions with the
VA are “outside the box” in that the discussion involves a new
approach to establishing a Veterans’ facility. He referred the
Commttee to a Menorandum For the Record, fax dated April 11, 2002
[copy on file] that addresses these concerns by stating that “it is
agreed that the VA and the State will work cooperatively to seek
solutions to the issues that exist including, if needed, federa

| egi sl ati on which would allow for VA support of veterans in the
Al aska Pioneers’ & Veterans’ Hone while preserving the ownership
and authority of the State to operate and manage this uni que |ong
term care program” He stated that difficulties mght arise
regarding VA regulations because of such things as the State’s
Pi oneers’ Home residency requirenment; however, he noted that the VA
is conmtted to working with the State and adjustnents to sone of
the requirenents is a possibility.

Senat or W1 ken acknow edged that the project is in the negotiation
process; however, asked how the VA requirenent of not allow ng
“veterans to mngle with other residents of the honme” would be
addr essed.

M. Kohn responded that this segregation is being discussed with
the VA and a wai ver mght be required to “work around” this issue.
He stated that the VA understands the State's position and has
determ ned that segregation mght not be in the best interest of
the veterans in the Homes. He inforned the Commttee that the State
and the VA neet to discuss this project on a regular two-week
basi s.

Senator W1l ken comented, “we are under negotiations on that
i ssue.” He referenced | anguage on the Fact Sheet that states, “In
ot her words, when Senior Veterans Hone (SVH) nursing hone care is
provided in only a portion of an existing facility, other types of
care or programs cannot be conducted in areas specifically
designated for the SVH " He asked if this “very restrictive”
| anguage i s al so under negoti ati on.
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The Departnent concurred it is under negotiation.

Senator W1 ken referenced other Fact Sheet | anguage that reads,
“The State is encouraged to continue to neet with VA to seek
alternatives, even thought the option of dedicating a portion of
t he Pioneer Homes for veterans may not yet be avail able.” Senator
Wl ken stated that this |l anguage inplies that the State and VA are
continuing to tal k about segregation.

Senator W/ ken of fered another exanple that the project is still in
“a state of flux” by referencing the six goals listed on the
State’s “Facts & Estimates Regarding VA Participation in Pioneers’
& Veterans’ Honmes” [copy on file]. He asserted that all six of the
goal s “are under negotiation.”

Senat or W1l ken asserted that VA paynents nmay inprove revenue, and
the State needs “to grab sone federal noney” to make this work for
both the veterans and the pioneers.

Comm ssi oner Duncan stated that the revised fiscal note includes
revenues that woul d be generated once an agreenent is reached with
the VA to allow veterans to receive VA benefits toward the expense
of their care. He affirnmed that negotiations are underway and once
agreenents are reached, the VA benefits should be avail abl e.

Maj or General QCates asserted “that the dilemmm” is that the VA
requires the State “to nmake the first step forward.” He encouraged
the Conmttee to nake that first step in order to start the process
so that the various concerns could be addressed.

Senator WIken asked if the VA has age criteria as part of its
eligibility requirenents.

M. Kohn verified that there is no age criterion in the VA
eligibility requirenents; however, because the State owns and
operates the facility, the State has the right to establish the
adm ssion policy. He continued that regardl ess of the adm ssion
policy, the VA has the right to approve or deny VA benefits for
i ndi vi dual s.

Senator Wl ken asked if this issue is still in a “state of flux.”
M . Kohn responded it is not.
Senator WIlken clarified that if the State’'s adm ssion policy

requires an individual to be 65 years of age, the VA would not
obj ect.
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M. Kohn responded that is correct as that issue has been resol ved.

Senator W/ ken asked the Commttee to famliarize thenselves wth a
|l etter from Robert L. Huf man, addressed to Senator WI ken, dated
April 30, 2002, [copy on file] which urges the Commttee to “do the
right thing” for both the pioneers and the veterans in the State,
and to base their decision on practically practicality not
politics.

Senator W1 ken voiced support for noving ahead wth a
Pi oneers/ Veterans effort, although he questi oned whether the stand-
alone facility mght be a better alternative. He voi ced support for
funding a study to determ ne the “best way” to proceed; support for
continuing negotiations with the federal governnent; and support
for furthering discussions regarding the devel opnent of a pil ot
pr ogram

M KE RACE identified hinself as: Menber, Pioneers of A aska; Second
Vice President, Gand |gloo; Menber, Juneau Legislative Commttee
and informed the Commttee that he is famliar with the Pioneers’
Honme system and that his nother is a resident of the Juneau
facility. He voiced support for Senator WIken s approach to this
| egi sl ati on.

M. Race stated that this is a “divisive situation with two groups
that are of the sanme thought” as many pioneers are al so veterans.
He referenced the section of M. Hufrman’s letter that suggests a
pi |l ot program be considered, and voiced his own preference for a
voucher programthat would enable a person to reside in a facility
in or near their honetown instead of being cared for in one of the
Ssix existing Pioneers’ Honmes. He stressed that this |egislation has
the potential to allow the VA system to “rollover” the current
Pi oneers’ Hone system

Senator O son asked M. Race if he is in favor of bill as it is
pr esent ed.

M . Race responded he is not as it would be a “disservice” to both
veterans and pioneers. M. Race commented that his nother, who is
“head of the Juneau Pioneers’ Honme Resident Council,” is not in
favor of this legislation, either.

Senat or Austerman voi ced agreenent with Senator Wl ken that “we are
noving too fast” and should first conduct a study on the options
available to the State in accompdati ng the needs of veterans and
pi oneers. He asserted that this issue denotes the need for a policy
di scussion regarding whether the State supports a Pioneers’ Hone
system and if so, then the system should be funded at the
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appropriate level. He stated that if the State decides to pursue a
vet erans’ hone, discussions should ensue to determne if the two
systens should be separate or conbined as determned by
efficiencies and econoni cs.

Senat or Austerman opined that if the Legislature’ s “only goal is to
cut the budget” then these issues should receive no further
consi derati on; however, he rem nded the Conmittee that the care of
Al aska’s agi ng popul ati on shoul d be addressed, and the first step
shoul d be to conduct a study on how to proceed.

Senator W/l ken comrented that if a study is conducted and the
findings reveal that conbining the veterans and pioneers facilities
is the “best way to treat our veterans and the best way to treat
our pioneers, you' |l have a bill that wll have 61 people on it as
sponsors.”

Co-Chair Kelly informed the Commttee that a Veterans Hone study
was fully funded in the FY 03 Capital Budget.

SFC 02 # 93, Side B 11:06 AM

Senator W/ ken proposed that the State should: conduct a study
regarding the options for the pioneers and veterans hones; continue
negotiations with the VA, and consider establishing a pilot
program He stated that these three things should be in place
before this legislation is passed.

Senator Wl ken stated that if those three things were in place, he
coul d support this bill

Comm ssi oner Duncan rem nded the Conmttee that 1992 |egislation
allowed for the establishnment of a stand-al one veterans hone in the
State; however, since that tinme, only one study has been conpl et ed
regarding the cost of establishing and operating a stand-al one
veterans’ hone. He opined it is incorrectly assumed that the
federal governnment would pay for the construction of a veterans
hone; however, federal statute requires that land for the facility
and 35 percent of the construction cost be provided by the State
with the federal governnent paying the remaining 65 percent of
constructi on expenses. He continued that the operating costs for
the facility would be the responsibility of the State. He stated,
“the operating costs woul d be of fset somewhat by the paynents that
the veterans receive for their per dienfveterans benefits.” He
qualified that an eighty-bed honme woul d generate operating costs of
approximately $8 million a year.
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Comm ssioner Duncan clarified that the study referenced in this
l egislation is to determ ne the needs of veterans in the State who
woul d not be served by a veterans home facility; therefore, he
stated the nature of the study defined in this legislation differs
fromthe study proposed by Senator WI ken.

Conmi ssi oner Duncan voi ced support for continuing negotiations with
the federal governnent regarding this “denonstration project” that
differs fromthe standard VA approach to veterans’ hones in the
nation.

Comm ssioner Duncan concurred that this 1is an “expensive
proposition;” however, reiterated that the Departnment is willing to
discuss a lower level of funding in order to denobnstrate the
viability of this proposal.

Conmi ssi oner Duncan qualified that the Departnent of Adm nistration
woul d prefer that the study funded in the capital budget, “be a
responsibility of the Executive branch,” with assistance fromthe
Department of Admi nistration and the Departnent of Mlitary and
Veterans Affairs and other veterans and pioneers groups to ensure
that the study would be conducted correctly. He noted that the
Department of Admnistration “is charged by law to operate a
veterans’ hone.” He asked that the noney for the study be properly
appropriated to the Departnent of Adm nistration instead of to the
Legi sl ative Budget and Audit Commttee.

Senator Ward agreed that this is an inportant issue for every
| egi sl ator. He asked whether the 90 veterans currently residing in
the Pioneers’ Honmes could be part of a pilot project.

Comm ssi oner Duncan responded this is possible; however, in order
to proceed, the State must denobnstrate a commtnment to the VA by
such neasures as changing the nane of the facility and the
establishment of a veterans’ preference for a percentage of the
beds. He contended that if these things were in place, the VA
benefits woul d be forthcom ng.

Senator Ward asserted that a pilot programwould be a first of its
kind in the nation.

Comm ssioner Duncan clarified that to begin the process, a
comm t ment nust be made which would entail a nanme change and a
veterans’ preference “for a certain nunber of beds.

Senat or Ward concurred, stating the process could be established in
i ncrements.
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Co-Chair Kelly ordered the bill HELD in Conmittee.

RECESS to Call of Chair 11:12 AM/ 5:38 PM
#

ADJ QURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 5:38 PM
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