HOUSE FI NANCE COWM TTEE
February 2, 2005
1:35 P. M

CALL TO ORDER

Co- Chair Chenault called the House Finance Commttee neeting
to order at 1:35:51 PM

VEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Jim Holm

Representative M ke Kelly
Representative Carl Mses

Representati ve Bruce Weyhrauch

VEMBERS ABSENT

Representative Eric Croft
Represent ati ve Reggi e Joul e

ALSO PRESENT

Jeff Jesse, Executive Director, Alaska Mental Health Trust
Aut hority; John Pugh, Chair, Alaska Mental Health Trust;
Nel son Page, Finance Chair, Alaska Mental Health Trust;
Wendy Woolf, Deputy Director, Land Trust Ofice, Alaska
Mental Heal th Trust

GENERAL SUBJECT(S) :

Overvi ew.
Al aska Mental Health Trust
The followi ng overview was taken in |l og note format. Tapes
and handouts wll be on file wth the House Finance
Comm ttee through the 24th Legislative Session, contact 465-
6814. After the 24th Legislative Session they wll be

avai |l abl e through the Legislative Library at 465-3808.

TI ME SPEAKER DI SCUSSI ON
1:36:35 PM | Co-Chair Convened t he House Finance Conmttee
Chenaul t meeting in order to hear a presentati on
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by the Al aska Mental Health Trust
(AVHT) .

ALASKA MENTAL HEALTH TRUST

1: 39: 09 PM

JOHN PUGH,
CHAI R, ALASKA
MENTAL HEALTH

TRUST

I ntroduced nenbers of the Al aska Ment al
Heal th Trust staff, Chief Executive
Oficer, Jeff Jesse, Finance Chair,

Nel son Page, Wendy Wool fe, Deputy
Director of the Land Trust Ofice and
menbers of the Land Trust Board. M.
Pugh pointed out that the Board
consists of 7 menbers. He stated that
M. Jesse would provide historica
data, having one of the attorneys on

t hat case.

1:40: 36 PM

JEFF JESSE,
EXECUTI VE

DI RECTOR,

ALASKA MENTAL
HEALTH TRUST
AUTHORI TY

Di stributed handouts. (Copy on File).
M. Jesse expl ai ned before statehood,
Al aska had a “barbaric” nental health
system There were little supports
avai | abl e. He addressed trials and
convictions pertaining to “insanity”
and then the person being inprisoned.
He pointed out that the history of

st at ehood was held up for a couple of
years because of national concerns with
the nental health systemin Al aska.
Eventually, a three point strategy was
det er m ned:

e Capital appropriation that built
the original Al aska Psychiatric
Institute (API) and purchased the
original notel in Val dez that
becane t he Harborvi ew Medi ca
Center;

e (perating noney that was reduced
for eight years to wean off the
federal governnent; and

e« Ofering of a one mllion acre
| and trust that the State woul d
use for generating incone to pay
for nental health services. G eat
| ands were chosen. As Al aska
grew, the |and woul d becone nore
val uabl e.

1: 42: 27 PM

M.

Jesse

Over the next 25-years, about half of
the land was taken fromthe Trust. It
all came undone when | ocal government’s
sel ected sone of the Trust | ands.

1: 43: 25 PM

M.

Jesse

In 1979, the Legislature, in an attenpt
to solve the problem declared that al
Trust | and was general State |and. The
Legi sl ature then pledged 1.5% of the
inconme fromall-State lands into the
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account to pay for nmental health
services. The Legislature never made
any deposits into that account.

1:44: 11 PM

M. Jesse

In 1982, a |awyer in Fairbanks, Steve
Cooper, filed the original Mental
Health Lands Trust |awsuit.

1:44: 34 PM

M. Jesse

Poi nted out that the litigation went on
for over a decade. The fina

resol ution was that the State woul d
reconstitute the mllion acres of |and.
That did not make up for the val ue of
the land lost, as it originally had
been a $2 nillion dollar endowrent.

The nost i nportant devel opnment was the
appoi ntment of the 7-nenber board or
trustees, appointed by the Governor, to
oversee the managenent of the assets
and spend Trust inconme to inprove the
life of the beneficiaries.

1:45: 35 PM

Vi ce-Chair
Stoltze

Not ed his appreciation of the work of
the Board. Vice Chair Stoltze asked
for nore discussion regardi ng whomthe
ori ginal beneficiaries were and how

t hat has evol ved.

1:46: 28 PM

M. Pugh

Conment ed that he woul d di scuss the
beneficiaries. The original
beneficiari es where the peopl e being
sent out to Morningside with nental

heal th needs. At that tine in the
territorial days, there was not a clear
definition of who those people were.
Devel opnental | y di sabl e i ndividual s
were al so placed in institutions. Wen
the settlenent cane about, |awers
attenpted to reconstruct who were the
beneficiaries. AMAT determ ned that

t hey were:

e People with nmental illness

« People wth devel opnent al
disabilities

e People with chronic al coholism

e People with traumatic brain
injuries, a new expanded area.

1:48: 16 PM

M. Pugh

Those injuries can | ook |ike nental
i1l ness; consequently, the Trust has
taken that group under their unbrella.

1: 48: 50 PM

Vi ce-Chair
Stoltze

Asked if there had been any
prioritization in the settlenent.

M. Jesse advised that the only
prioritization was for beneficiaries
at-risk of institutionalization and was
tied to Morningside.
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1 23

PM

M. Pugh

Continued, in the legislation passed by
the Legislature creating the Trust,
there is an advisory board, which acts
as a key piece in the conprehensive and
budget planning. He introduced the
directors of each of those boards.

143

PM

M. Pugh

Added that in recent years, the
Legi sl ature added the Suicide
Prevention Council. He pointed out
that there is a bill to extend the life
of that Board.

115

PM

M. Pugh

Those boards make recomendati ons to
t he budget and advocate for their
popul ati ons. He requested that M.
Page di scuss | and and resources.

: 39

PM

NELSON PAGE,
FI NANCE CHAI R,
ALASKA MENTAL
HEALTH TRUST

Expl ained that this Trust is |ike any
ot her Trust devel oped. There are
property and assets, which are nanaged
on behal f of the beneficiaries by the
Board. He discussed the assets and how
t hey are managed.

He pointed out that an endowrent had
been established by the Legislature and
i nvested |ike the Permanent Fund.

149

PM

M. Page

The i nvestnent has been managed as an
endownent and each year percentage of
the asset value is taken and it is
spent on behal f of the beneficiaries.
In 2005, $11-%$12 million dollars was
paid out. The percent of narket pay
out has been increased and raised from
3.5%to 3.75% projecting somewhere
bet ween $13 and $14 nmillion dollars
this year.

: 53

PM

M . Page

Added, in addition, the Trust received
a settlenent of land. He noted the
types of |ands and assets as |isted on
Page 3, Attachnment #1. (Copy on File).
There are a total of 957,000 acres,
broken down into m neral estates and
rights to coal, oil and gas in sone of
the acreage. The Trust attenpts to
generate revenue fromthat |land for the
beneficiaries and it has been very
successful .

1: 55: 04 PM

M . Page

In 1997, the Trust generated about $2
mllion dollars total revenue sone of
which was in the formof |and sal es and
the sale of mnerals. Wen there are
sal es of resources that are not

repl aceabl e, those funds are turned
back i nto the Permanent Fund of the
Trust principle. Wen things are sold
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that are repl aceable, such as | eased

| and, that is considered inconme and the
noney is spent in the fiscal year that
it is earned.

In 1997, the incone available to be
spent was $785 thousand dol | ars and by
2004, the Trust al nbost quadrupl ed that
anount. Income generated froma

vari ety of things such as tinber sales
and managenent of land. He reiterated
that is a success story of the ability
of the Trust to nanage it assets.

1 28

PM

Representati ve
Weyhr auch

Asked to which Board woul d the resource
| ands fall into the consideration of.

: 55

PM

M. Page

Replied that M. Hawkins is the Chair
of the Resource Managenent Conmittee.
He does have the experti se.

116

PM

Representati ve
Weyhr auch

Ref erenced Page 3,the antici pated
revenues.

M. Page pointed out the chart on Page
3. He stated that the projected
revenues were substantially succeeded.

1 57

PM

Representati ve
Weyhr auch

Noted the 3.5%to 3.75% i ncrease. He
asked if it was an annualized deci sion
made by the Board.

M. Page clarified that was a deci sion
made to i ncrease the payout. It is not
anticipated that it would be changed
fromyear to year.

146

PM

Represent ati ve
Weyhr auch

Asked if it would be annually.

M. Page clarified that they went from
a 3.5%to a 3.75% payout. He added
that the noney is generated and to the
extend that will be used, it is noved
into a series of accounts within the
Depart nent of Revenue.

217

PM

Representati ve
Weyhr auch

Asked about the use of the funds.

M. Page explained that is the reason
it is noved fromthe Pernmanent Fund to
“more liquid funds” within the
Departnent of Revenue.

1 29

PM

Represent ati ve
Weyhr auch

Commented on the restriction of the use
of the funds and the uni queness of the
program Representative Wyrauch
encour aged |inking asset nanagenent and
wor ki ngs with the concerns of the
Board. (i naudi bl e)

M. Page explained that there is a
strategic plan in place and that it is
part of the settlenent requirenment that
the Trust works with the Departnent of
Heal th & Soci al Services.

2: 00: 35 PM

M . Page

The first of those plans was adopted
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four years ago and was i npl enent ed
after a great deal of work with
Advi sory Boards within that Departnent.

2:01: 23 PM

Representati ve
Weyhr auch

Asked if the highest and best use for
all the acreage has been identified.

2:02: 01 PM

M. Pugh

Enphasi zed that there is a planning
process in place in the Land Ofice
regar di ng establishing objectives.
Capital noney is set aside to address
t hose concerns.

2:02: 27 PM

VIEENDY WOOLF,
DEPUTY

DI RECTOR, LAND
TRUST OFFI CE

Advi sed that AMIA devel ops an annua
work plan. The office has turned from
bei ng reactive in nmanagenent to being
pro active and capable of responding to
applications comng to the Trust. The
Trust | ooks at properties in places

| i ke Anchorage and Juneau and actively
partners with those communities. The
pl anni ng process is |long and invol ved.
She noted that there has been
conpetitive | easing on sone parcels.
She stressed that they use the highest
and best use for lands and direct |and
sal es, which are sonetinmes held in
order to sell until they are in their
best markets.

Some of the larger |lots are subdivided.
When property is disposed of, the Trust
deternmines the best way to handle it.

: 35

PM

Ms. Wool f

Added t hat asset nmnagenent plans are
done by area and resource category.

101

PM

M . Page

Not ed that Page 4, highlights what is
avai l able for the beneficiaries. The
chart indicates where the funds cone
from

Co- Chair Chenault asked if they were
renewabl e.

M. Page replied the inconme is
renewabl e.

: 55

PM

M . Page

Ref erenced Page 4. In FY06, it is
expected that the Trust will be able to
provide $20 nmillion dollars to fund
prograns on behal f of beneficiaries.

1 23

PM

M . Page

Stated that the next portion of the
handout i ndi cates recommendations for
fundi ng the FYO6 budget and that $11
woul d go into operating prograns. The
total recommendations for funding are
$19 nmllion dollars.

: 38

PM

Representati ve
Hawker

Renenbered the neeting fromtwo years
ago, in which the Trust commtted to
pursue an i ndependent audit and annua
report. He requested an update on that
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proj ect .

116

PM

M. Jesse

Advi sed that the first year audit was
conpl eted and was “clean” with no
di screpanci es found.

144

PM

M. Page

Stated that the Trust could provide the
“judgnent letter” to Conmttee nenbers.

1 57

PM

M. Page

Addr essed the recomendati ons bei ng
presented on spending the fund. It is
the Trust’s responsibility to have a
careful and rigorous process of review.
The Trust believes that they are a
catal yst for change. The prograns nust
be efficient and responsive and
effective to the needs of the
benefi ci ari es.

101

PM

M. Page

Last year, the process was revanped. A
col | aborati ve planning process has been
created and the Trust has taken the

| eadership to make recomrendations to
where the enphasis of the program
shoul d be.

145

PM

M. Pugh

The pl anni ng process invol ved extensive
work with the Departnment of Health &
Soci al Services. Conm ssioner

G | bertson wanted to nmake sure that the
Trust was working in concert with the
Depart nent for nmaking progress.

: 39

PM

M. Pugh

The areas chosen were the four |isted
on Page 5:
« Bring the kids hone
 Affordabl e housing
e Justice for persons wth
disabilities
e Trust Beneficiary G oup
Initiatives in which beneficiaries
cone together to service one
anot her to determ ne what works
best for that group.

2:15: 04 PM

Vi ce-Chair
Stoltze

Asked about honel essness and if the
initiative had been targeted toward
those with mental ill ness.

2:15:39 PM

M. Jesse

Replied that when housing was sel ected
as a focus area, it was realized that
housing is a major need for all Trust
beneficiaries. He stated that when a
person | ooses their living opportunity
after hospitalization, they then becone
honel ess. That includes people com ng
out of prisons. Housing is |ooked at
froma broad perspective. He added
that there are specific initiatives
focused on the honel ess issue al one.
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2:16:42 PM

M. Jesse

The Trust participated in the Al aska

I nt eragency Council on the Honel ess.
The role for the Trust in that type
process is an attenpt to keep everyone
going in the same direction. There
were attenpts to determ ne the conmmon
el ement that connects these issues.

2:17:42 PM

M. Jesse

Reiterated that the Trust attenpts to
serve their beneficiaries and the
broader and nore conplicated issues.
Vice-Chair Stoltze thought that the
definition was too basic and not

addr essi ng what honel essness is
accurately. He noted his persona
focus in that precious resources be
used for highest and best use of al
concerns. He favored assisting young
adults with devel opnental disabilities
over the drug addicts claimng

servi ces.

2:19: 27 PM

M. Pugh

Clarified expenditures fromthe Trust
Aut hority and that affordable housing
has been the nmmjor issue. The Trust
has been working with Al aska Housi ng
Fi nance Corporation (AHFC). He
stressed that concerns voiced by Vice
Chair Stoltze have been a focus for the
Trust.

Vice-Chair Stoltze comented on the
assisted living center in Chugi ak,
acknow edgi ng that contribution from
t he Trust.

2:20: 44 PM

Representati ve
Hol m

Observed that there is no information,
provi di ng data on how to | ower these
nunbers. He pointed out that only the
process is highlighted and that he
wanted to see a statenment of goals to
| essen the rates.

2:22:24 PM

M. Pugh

Advi sed that there are performance
neasures placed on each of the
initiatives for every fiscal year. He
offered to provide that information to
the Committee.

2:22: 50 PM

M . Page

Not ed that since the beginning of the
Trust, there has been insistence that
there be results. He spoke to the
conprehensi ve plans drafted, requiring
information to be objectively neasured.

2:23: 38 PM

Representati ve
Hol m

Appr eci at ed addressing the intent of
the |l egislative process. He wanted to
guarantee that this work i s not about
process only. He acknow edged that the
work of the Trust is large. He
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reiterated that he would like to see
the definitions of goals, outcomes and
nmeasur enent s.

2:24:57 PM | M. Pugh

Stated that there are two ot her major
initiatives:
« Behavioral Health Wrkforce

Devel opnent - Work Force
Devel opnent issue and what it wll
require building out the system
Together with the University of
Al aska to match funding to nove
f orwar d.

e Adult Preventive & Restorative
Dent al .

2.26.16 PM | M. Pugh

Continued, the last initiative works
with Medicaid. The Departnent of

Heal th & Social Services canme to the
Trust to see if they would be willing
to partner with themto execute the
program The Trust knows that it is an
expansi on of Medicaid and woul d prevent
ot her dental probl ens.

2:27:23 PM | M. Jesse

Addressed the top priorities in the
FY06 budget.
e Medicaid is critical
e AHFC funding is critical to
provi di ng af fordabl e housi ng
 Support extension/expansion of
Seni or Care program
e Address DD waitli st
Al cohol prevention and treatnent
Trust has about $26 million dollars per
year.

2:28:25 PM | M. Jesse

Stated that the Legislature and the
Departnent of Health & Social Services
are looking for dollars for Medicaid
expansion. Medicaid is critical. For
the | ast seven years, the Trust has
relied on Medicaid for primary funding.
Medicaid is a nedical based nodel

which is not the best situation to be
in when attenpting to get people to
becone nore productive nenbers of

soci ety.

The Trust does not have the grant
resources and is nore dependant than
ever on the Medicaid program A policy
deci si on has been nmade that Medicaid
will be the primary funding source for
nost of the nental health programs. It
is critical that investnent be
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mai nt ai ned.

2:30:17 PM

M.

Jesse

The Trust is attenpting to nmake the
prograns nore efficient and effective.

2:30:35 PM

M.

Jesse

Noted that AHFC is very beneficial to
the State. It is closely linked to the
Trust. The consequences of the State
removi ng out | arge sunms of noney from
AHFC is that the Trust is then no

| onger able to create long-term stable
and secure housing for its nenbers.

He urged the Legislature to hel p assi st
AHFC in how to retain as nmuch of their
assets by securing a safe and secure
housi ng st ock.

2:31: 29 PM

Representati ve

Hawker

Asked if the special needs housing
programin AHFC was functioning well.
M. Jesse responded that it is
functioning well but at a fraction of
the capacity that it needs to be. The
housi ng all owance is at $7.85 mllion
dol | ars.

2:32:20 PM

M.

Jesse

Ext ensi vel y addressed the AHFC wor ki ng
pr ogr ans.

2:33: 04 PM

Represent ati ve

Hawker

Asked about private sector support.

M. Jesse replied that it is not
realistic for the State to assune al

of the responsibility; he spoke of

ot her fundi ng agenci es such as Housing
and Urban Devel opnent & the Denal

Commi ssion. He reiterated that it is
difficult when the major funding driver
(AHFC) has $100 million dollars in
assets pulled out of it every year.
Represent ati ve Hawker observed that the
entities referenced are public
activities; he asked about the private
sector.

M. Jesse replied that safe and

af f ordabl e housing is not going to
happen wi thout the private sector.
Housi ng gets devel oped through private
devel opers. M. Jesse nentioned tax
credits. He addressed housing trusts
to pin point the long-termstrategic

pl ans. The Trust has allocated dollars
to explore what they could |ook Iike
for Al aska.

2:36:46 PM

M.

Jesse

Revi ewed the goal s of support
ext ensi on/ expansi on of the:
« Senior Care prograns and incone
limts;
DD waitlist; and
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e Al cohol prevention and treatnent.

1 20

PM

M. Jesse

Ref erred Page 8, noting statistics
revolving around injuries related to

al cohol involvenent. He highlighted
Page 8, paynent sources for injury and
hospi tal i zations invol ving al cohol.
Page 10 depicts the costs of al cohol.
M. Jesse enphasized the need for
prevention and treatnent to deter those
costs. He recommended that an al coho
tax increase does have nerit.

152

PM

Representati ve
Weyhr auch

Questioned if there is a correlation
bet ween al cohol intake and a tax.

M. Jesse stressed that in certain
areas there is, especially where youth
are invol ved.

Representati ve Weyhrauch rephrased his
qguestion, stressing dollar for dollar
treatment and prevention. Discussion
on that foll owed between Representative
Weyrauch and M. Jesse.

: 50

PM

M. Jesse

Cl ai med that al cohol is a manageabl e
di sease and that no one woul d ever
suggest that treatnment should be
stopped. Rel apse does happen and at
some point and it nust be deci ded what
t he i nvestnent shoul d be.

: 50

PM

M. Pugh

Poi nted out that the national trend

i ndi cates that the Wellness Court has
succeeded; it is a tightly run

organi zation. He reiterated inpact
fromthe results of the Wl | ness
Courts.

146

PM

M. Jesse

Acknow edged that noney cannot just be
thrown at the problem there needs to
be concrete perfornmance neasures and
the Departnment nust be held accountabl e
for getting those results. He stressed
that it is proven that inpacts can be
made.

115

PM

M. Jesse

Ref erenced Page 10 & 11, the priorities
for the Alaska Mental Health Board. He
poi nted out that this year, SB 63 w ||
be up and addresses seat belt usage.

He asked that |egislation be supported
to hel p address brain injury concerns.

1 57

PM

Representati ve
Weyhr auch

Comented on the programissues and the
wor k done by the Trust. He voiced his
appreciation of the time and energy
exerted by the Trust.

: 50

PM

Representati ve
Kel |y

Mentioned the quickly approaching G oss
Donesti ¢ Product (GDP) and concerns for
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the next generation. He comented on
the individual and persona
accountability and responsibility. He
asked how to fund “reentering” issues
and the dollars associated with that.

2:49: 33 PM

M. Pugh

Conment ed that Wellness Courts have a
strong plan on how peopl e take
responsi bility. They have to pay for
their own nonitors and that nost of

t hem have | ost their Permanent Fund.
The Legi sl ature has collected it back
when possi ble. Mst drug and al coho
prograns have a strong accountability
nodel .

2:50: 20 PM

M. Pugh

Regardi ng nmental illness, the
accountability standards are different.
The nodel is called recovery. There is
a national trend to change the way
treatnent prograns are bei ng operated.

2:51:12 PM

M. Jesse

Added that one of the problens is the
"benefits nentality” that people get

i nto. The system often pronotes it,
such as Social Security benefits (SSI).
A person cannot accunul ate any assets
and could |l oose their health care. He
stressed that honme ownership is a huge
issue. If a renter |ooses there hone
that is huge. If you owmn a hone, there
is a different approach. The Trust is
attenpting to get their beneficiaries
nore into an i ndependent node, which is
part of a long-term sol ution.

2:53: 03 PM

M. Page

Added, that one of the four nmajor focus
of the Trust is the “Trust Beneficiary
Focus”, which attenpts to nake
beneficiaries nore responsi ble. The
Trust attenpts to afford beneficiaries
resources to be responsi bl e.

2:53: 56 PM

Represent ati ve
Kel |y

Appreci ated the work done by the Trust.

2:55:13 PM

Co-Chair
Chenaul t

ADJ QURNVENT

The neeting was adjourned at 2:56 P. M
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