M NUTES
SENATE FI NANCE COW TTEE
February 8, 2006
9:03 a.m

CALL TO ORDER

Co-Chair Gary W/I ken convened the neeting at approximately 9:03:23
AM

PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W1 ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senator Fred Dyson

Senator Bert Stedman

Senat or Lyman Hof f man

Senat or Donny O son

Al so Attendi ng: JEFF JESSEE, Chief Executive Oficer, A aska Mental
Health Trust Authority, Departnent of Revenue; JOHN PUGH, Chair,
Board of Trustees, Alaska Mental Health Trust Authority; NELSON
PAGE, Trustee, Alaska Mental Health Trust Authority; DR WLLIAM
DOOLI TTLE, Trustee, Al aska Mental Health Trust Authority; JOHN
MALONE, Trustee, Alaska Mental Health Trust Authority; MARGARET
LOWNE, Trustee, Al aska Mental Health Trust Authority; TOM HAWKI NS,
Trustee, Alaska Mental Health Trust Authority; CHERYL FRASCA,
Director, Ofice of Managenent and Budget, O fice of the Governor;
ERIC SWANSON, Director, Dyvision of Admnistrative Services,
Departnent of Adm nistration; SHARLEEN GRIFFIN, Director, Division
of Adm nistrative Services, Departnent of Corrections; EDDY JEANS,
Director, D vision of Finance, Departnent of Education and Early
Devel opment; TOM LAWSON, Director, Dyvision of Admnistrative
Services, Department of Fish and Ganme; JANET CLARKE, Assi stant
Conm ssi oner, Finance and Managenent Services, Departnent of Health
and Soci al Services

Attending via Teleconference: There were no teleconference
parti ci pants.

SUMVARY | NFORVATI ON

ALASKA MENTAL HEALTH TRUST AUTHORI TY PRESENTATI ON

The Commttee heard a presentation fromthe Al aska Mental Health
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Trust Authority in regards to its FY 07 Budget Priorities.
SB 233- APPROPRI ATI ONS FOR CAPI TAL PRQIECTS

The Conmittee heard overvi ews from the Depart ment of
Adm ni stration, the Departnent of Education and Early Devel opnent,
t he Department of Corrections, the Departnent of Fish and Gane, and
t he Departnment of Health and Social Services. The bill was held in
Comm ttee.

9:03:46 AM
NAl aska Mental Health Trust Authority Presentation

ALASKA MENTAL HEALTH TRUST AUTHORI TY
FY 07 BUDGET PRI ORI TI ES
PRESENTATI ON

9:04: 54 AM

JOHN PUGH, Chair, Board of Trustees, Alaska Mental Health Trust
Authority, noted that he and anot her Board Menber, Nel son Page, had
been nenbers of the Alaska Mental Health Trust Authority (The
Trust) Board of Trustees for eleven years. This would be their |ast
year on the Board.

9: 05: 34 AM

JEFF JESSEE, Chief Executive Oficer, Al aska Mental Health Trust
Aut hority, Departnent of Revenue noted that it has been a pleasure
to work with M. Pugh and M. Page, who were two of The Trust's
ori ginal Board nmenbers. M. Pugh has led the effort to devel op The
Trust's conprehensive plan for numerous years, and M. Page has
served as both the Chair of the Board and the Chair of the Board's
Fi nance Comm ttee. The state of The Trust today could be credited
to their participation, and their input would be m ssed.

M. Pugh's and M. Nelson's contribution to the Board was
acknow edged by applause fromthe Commttee and ot her attendees.

9:06: 25 AM

M. Pugh introduced the other nmenbers of the Board of Trustees in
attendance: Nel son Page, Dr. WlliamDoolittle, Tom Hawki ns, John
Mal one who was another original nenber of the Board, and recent
Board appoi ntee Margaret Lowe. Due to a comm tnent nade prior to
her recent appointnment to the Board, Laraine Derr was unable to
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attend today's neeting.
9: 07: 05 AM

M. Pugh noted that a handout titled "Al aska Mental Health Trust
Aut hority Senate Finance FY 07 Budget Priorities"” [copy on file]
woul d acconpany today's presentation.

Page 2

TRUST FY 07

Trust Distributable Income

Land O fice | ncone $2, 600, 000

Trust Fund Payout 4.00%

(up from 3. 75% $16, 028, 605
Prior Year Lapse $ 1,500, 000
| nt er est $ 923,750

Total Trust Projected $21, 052, 355

Expendi t ure Recomendati ons $12, 854, 400 Operating

$ 2,250,000 Capital

$ 5,581,000 Direct Grants
Tot al Recomendati ons $20, 685, 400

M. Pugh infornmed the Commttee that The Trust is performng its
judiciary responsibilities "very well", as attested by the
i nformati on depicted on page two of the handout. The Land O fice,
managed by Wendy Wl f, has continued to perform well and is
projected to generate $2,600,000 in FY 07. The Trust recently
increased its payout from 3.75 percent to four percent based on a
determination that this level would be sustainable. The four
percent payout would provide $16 nillion. Lapsed funds from
progranms The Trust had granted but which had not transpired woul d
provi de $1, 500, 000. $923,750 in interest inconme froma Trust fund
within the Departnment of Revenue would al so contribute to the total
FY 07 expenditure of $21, 052, 355.

M. Pugh reviewed the recommendation to expend $20, 685, 400. The
anount provided in Direct Gants would continue its recent years
growth trend. Increased capital partnerships with entities such as
the Denali Comm ssion and the Rasnuson Foundation as well as
operating partnerships with entities such as Native Corporations
woul d continue. Such funds are provided directly from The Trust to
t he organi zati on.

9:08: 32 AM

Co-Chair Green assuned Chair of the Committee.
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9: 08: 48 AM

M. Pugh reiterated that The Trust is healthy and woul d continue to
grow. The FY 07 Expenditure Recommendations would be the largest in
t he approxi mate ten-year history of The Trust.

9:09:44 AM
Page 3

FOUR FOCUS AREAS
e Bring the Kids Hone
« Affordabl e, Appropriate Housing
e Justice for Persons with Disabilities
e Trust Beneficiary Goup Initiatives

M. Pugh stated that The Trust would continue to focus on the Four
Focus Areas identified on page two of the handout.

M. Pugh conmuni cated that, in cooperation with the Departnent of
Heal th and Social Services, an effort was undertaken to identify
the "major areas" that Trust funds could support. The objective was
to develop initiatives that would nake a difference in providing
and delivering services to the beneficiaries of The Trust. The four
areas depicted on page three were identified as focus areas. One of
the resulting efforts has been |labeled "Bring or Keep The Kids
Hone." The goals of the Bring the Kids Hone (BTKH) effort would
include allowing children and youth who m ght need psychiatric
treatment to remain in the State and receive treatnment. The
Department of Health and Social Services has devel oped a handout
titled "Bringing and Keeping the Kids Honme" [copy on file].

M. Pugh stated that another issue of inportance to both The Trust
and the State in general is affordable and appropriate housing. The
obj ective of the Justice for Persons with Disabilities issue would
be to provide "nore appropriate” and "front-end" services such as
the Anchorage and Pal ner Therapeutic Courts. Instead of being
incarcerated by the Departnment of Corrections, people who are
devel opnental |y di sabled or have nmental disorders or are chronic
al coholics could be served through these Courts.

M. Pugh stated that the Trust Beneficiary Goup Initiative effort
i s being achieved through The Trust's grant process. As a result,
"peer to peer services" are being offered to consuners and their
famlies in comunities throughout the State.

SFC- 06 (4) 02/ 08/ 06



M. Pugh shared that, while the BTKH program woul d be the primary
focus of today's presentation, the discussion would include the
ot her focus areas.

9:12:11 AM
Page 4
@Quiding Direction for Trust Program | nvestnent

* Focused on results.

e Investing in policies, prograns, services that mke a
di fference.

* Exanple in Justice Focus Area:
- Therapeutic Courts

o Apply sound scientific principles of behavior
change - effective use of incentives and sancti ons,
with treatment and ot her new technol ogi es.

o Effectively coordinates the persuasive and coercive
power of the court with essential treatnent and
supports and oversight of treatnment and behavi oral
conpl i ance.

0 Results neasured in reduction in recidivismrates.

M. Jessee stressed that The Trust and its prograns woul d endeavor
to deliver benefits to Trust beneficiaries. The Trust would invest
in practices that would achieve results by acquiring data and
hol ding itself accountable. Policies "that catal yze sonme kind of
change in how we deliver" or devel op services would be furthered in
order to inprove efficiencies and the effectiveness of The Trust's
prograns. "Every dollar that is not used as effectively as it could
be is a dollar not doing what it needs to be doing for the
beneficiaries.”" The Therapeutic Court is an exanple of a program
t hat has been devel oped in the Justice Focus Area. The objectives
of The Trust are depicted in the |anguage pertaining to the
Ther apeutic Courts.

9:13: 55 AM

M. Jessee rem nded the Conmttee that two years prior, Governor
Frank Murkowski had appointed a council to address the honel ess
issue in the State. That council developed a handout titled
"Keepi ng Al askans Qut of the Cold" which is depicted on page five.
Two steering conmttees have been fornmed to address the
homel essness issue. The first is a conmttee spearheaded by Dan
Fauske, the Executive Director of the Al aska Housing Finance
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Corporation (AHFC). That commttee would review the inventory of
"af fordabl e housing"” in the State and endeavor to deterni ne how
"existing tools”™ mght be wutilized to increase the State's
inventory of affordable housing. The second conmmittee would be
responsi ble for developing "a franmework for a housing trust" for
the State.

M. Jessee stated the basic problem with the State's affordable
housing efforts is that "at the sanme tine that we are creating
af f ordabl e housing units, we are | osing affordabl e housing units".
Many existing housing assistance prograns assist |owincone
individuals "to afford unaffordabl e housing, but when they are able
to increase their econom c independence and no | onger need that
subsidy, the housing renains unaffordable". Qher housing
devel opnent prograns such as tax credit prograns "only require that
the housing stock be mamintained in an affordable status" for a
certain length of tinme. At the end of that tinme period, the
devel oper could increase the property to fair market val ue. Thus,
while funding is being invested to provide nore affordabl e housing,
previ ous housing provided in that manner is being lost. "Many
states have used housing trusts and community land trusts as an
effective way of <creating a permanent affordable housing
inventory." Thus the working group would attenpt "to conceptualize"
how a housing trust m ght be developed in this State. "This would
be a major advance in ternms of addressing sone of the housing needs
inthe State."

9:16:22 AM

M. Jessee stated that page six of the presentation focuses on the
need to address dental coverage. The Senate Finance Committee is in
possession of SB 79-MEDI CAID FOR ADULT DENTAL SERVICES and the
Governor has requested that the Commttee schedule a hearing on the
bill. The Trust "is very supportive" of the bill. He acknow edged
t he concern about the costs of the Medicaid program however, noted
that The Trust views this legislation as "an inportant strategic
investment” on the part of the State. Currently the federal
Medicaid programis limted to "palative care and anti biotic care"
treatment in an energency room and because it does not address
"the underlying problem it's the nbst expensive way to deal with
the crisis that people have".

M. Jessee shared that the Trustees becane aware of this issue
several years earlier when mni-grants of up to $3, 000 were awarded
to individual beneficiaries. It was found that in sone cases, up to
80- percent of that noney was used for dental care.

9:17:31 AM

SFC- 06 (6) 02/ 08/ 06



M. Jessee stated that the fact that people spent that noney in
t hat manner could be indicative of how dental health is affecting
people's lives. It is also "an enploynent issue". The Division of
Vocational Rehabilitation, Departnment of Labor and Workforce
Devel oprent, has spent "a substantial" armount of general fund noney
"on dental care in order to get people to a point where they are
able to work and are enployable". This would be a good investnent.
The fact that a high percentage of Alaska Natives would be
recipients of this care would allow a significant portion of the
expense to qualify for federal reinbursenent. Therefore, only $3.8
mllion of the $11.5 nmillion specified in the bill's fiscal note
woul d be general fund noney.

Page 7
Bring the Kids Home (BTKH)
FY 06 - FY 12
Trust, DHSS, & Tribal Coll aboration

* BTKH nodel provided by DHSS expertise

e Trust Work Group formed (neets quarterly):
- Established 7 indicators of progress
- 20 stakeholders: tribal reps (40% AK Native), famly,
provi ders
- Reviews progress of 4 subconmttees:
Care Coordi nation
Home & Conmunity-based services
Wrk force devel opnent
Dat a

M. Jessee remi nded the Conmttee that approximately 400 kids are
bei ng housed out of State in residential psychiatric treatnent
prograns due to the |lack of continuum care services within the
State. Not all of these kids require that |evel of care; however
when they reached a point at which they could no | onger remain at
home, no other in-State care facility was avail abl e.

M. Jessee stated that a work group consisting of 20 stakehol ders
has been created. A significant nunber of the stakehol ders are
Tribal organizations, as 40 percent of the kids that are sent
outside of the State are Alaska Natives. "It is critical that the
Tribal entities be totally engaged in devel opi ng the conti nuum of
care for these kids across the State." Mre than $40 mllion is
spent annually on out of State facilities. The Trust believes that
nmoney could be brought back to Al aska, to provide services for
these kids, and create jobs to assist them in conmunities
t hroughout the State.
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Page 8

Seven I ndicators of Progress

* Indicator 1: Cient Shift - A reduction in the total
nunmber of SED children/ youth placed out of state by 90
percent by SFY 12 (15 percent per year)

e Indicator 2: Funding Shift - N nety percent reduction in
Medi cai d/ General Fund match dollars from out-of-state
services to SED children/youth with a corresponding
i ncrease in Medicaid/ General Fund match dollars for in-
state services by SFY 12. (15 percent per year)

e Indicator 3: Length of Stay - Reduction in the average
| ength of stay for in-state and out-of-state residential
institutions by 50 percent by SFY12. (8.3% per year)

* Indicator 4. Service Capacity - Increase in the nunber of
children/youth receiving hone and comunity-based
services in comunities or regions of neaningful ties by
60 percent by SFY 12. (10 percent per year)

e |Indicator 5: Recidivism - Decrease in the nunber of
children/youth returning to residential care by 75% by
SFY 12. Defined as children/youth returning wthin one
year to the same or higher |evel of residential care.
(12. 5% per year)

e Indicator 6: Cient Satisfaction - Via annual reporting,
85 percent of children and famlies report satisfaction
W th services rendered.

e Indicator 7: Cdient Inprovenment - 85% of children and
yout h show functional inprovenment in one or nore life
domai n areas at discharge and one year after discharge.

M. Jessee noted that efforts in regards to keeping kids in the
State have involved either "throw ng" resources at the effort or
conducting it in an uncoordi nated manner. In addition, insufficient
f eedback nechani sns had been inpl enented through which to determ ne
whet her the intended progress was being nade. These factors
necessitated identifying "the seven indicators of process"” depicted
on page eight. "This is the dashboard; the dials and gauges that
wi |l be watched" during both the devel opnent of the programand to
monitor the program after it is established. Problematic areas
could be identified and addressed through this approach. The
measur enments of performance would be at "the core"” of the project.

M. Jessee stated that even though the BTKH project has not yet

begun, there has been "a turn” in the trend of sending clients to
out-of-state facilities, as reflected in the Indicator 1. dient
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Shift chart on page 9. The reduction in the placenent of kids and
youth in out of state facilities is the result of the State's work
group focus on how to address these issues. "There has been an
increase in the in-State non-custody service nunbers.” This is the
desired trend. As additional capacity is provided, the expectation
woul d be that nost of the State's kids would remain in the State.

9:21:52 AM

M. Jessee noted that the Indicator 2: Funding Shift chart on page
ten would indicate that Medicaid expenditures for out-of-state
Resi dential Psychiatric Treatnment Care (RPTC) service are |eveling
out. Again, the information would indicate a reduction in out-of-
state placenent costs and an increase in in-State placenent costs.
Rat her than saving the noney that had been spent on out-of-State
servi ces, the noney nust be "reinvested in an in-State continuum of
care". Absent an investnment in in-State services, the State woul d
be unable "to sustain a reduction in out of state placenents"”.

9:22:31 AM

M. Jessee noted that the chart on page el even continues to address
the Indicator 2: Funding Shift. In terns of controlling costs, the
State has experienced the nost problens in the non-custody area.
This is due to the fact that "in the past, a famly working with
their doctor could send a child" who was not in State custody out
of state without the State having had any invol venent. However

"Within 30 days, the parent's income's no |onger deened to that
child*, and the child would becone Medicaid eligible. Therefore,
the State would becone responsible wthout having had "any
opportunity to nmanage that situation” or investigate what other
option, including in-State services, night have been avail abl e.
While changes in this area are occurring, a fully operationa

program t hrough which to address people going out of Al aska for
servi ces has not been devel oped.

9:23: 34 AM

M. Jessee explained that due to the [unspecified] Division's
devel opnent of a utilization review function that identifies when a
child could be nmoved to a |lower |evel of care, the "Indicator 3:
Length of Stay" chart depicted on page twelve, indicates that the
| ength of stay for in-State RPTC treatnent is decreasing. No such
system has of yet been devel oped through which to assess youth
undergoing out-of-State RPTC treatnent. Nonetheless, the sane
results would be expected once the State develops a system to
review out-of-state youth's progress. Once that assessnment system
i s devel oped, youth who benefited fromthe RPTC treatnent could be
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brought back to the State for further service.
Page 13

Strat egi es

e Strategy 1: Theory of change Articul ate and comunicate a
f or mal theory of change and continue ongoing
conmuni cati on

e Strategy 2: Strong famly voice Develop a strong famly
and youth voice in policy devel opnment, advocacy, famly
education and support, and quality control/assurance and
eval uati on.

e Strategy 3: Exami ne financing & policy issues

e Strategy 4: Performance & QA nmeasures Ensure that strong
per f ormance neasurenent /continuous quality inprovenent
procedures are in place.

o Strategy 5: Hone & community -based services Develop a
wi de range of accessible honme and community-based
services that reduce the need for kids to enter
residential care and ease transition back into the
community for those in out of hone care.

o Strategy 6: Wrk force devel opnent Build the capacity and
core conpetencies of in-state providers to provide
services that neet the needs of kids wth severe
behavi oral health di sorders.

e Strategy 7: Assessnment & Care Coordination Develop "gate
keepi ng" policies and practices and inplenent regional
resource committees to divert Kkids from psychiatric
residential care.

M. Jessee noted that seven strategi es have been identified in the
effort to "bring the kids back honme". To that point, he shared that
t he devel opnment of the BTKH initiative was "the nobst conplex and
conplicated effort” he has ever participated in; surpassing his
i nvol venent in the ten-year effort relating to the Mental Health
Lands Trust Settlenment and the eight-year effort associated with
obtai ning a new Al aska Psychiatric Institute (APlI) hospital. Each
of the seven strategies could be likened to "a major effort in and
of itself, and yet they all have to work seanml essly together in a
coordi nated fashion for this initiative to succeed."

Page 14

Strategy 2: Strong famly voice
FY 06 $25.0 Trust
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* Mnaged by Al aska Mental Health Board

0o Ensures youth & famly nenber involvenent in
pl anni ng

o Statewide teleconference with each Wrk Goup
quarterly neeting

0 Assists Resource Conmittees with
- Provider representative
- Consumner representative

M. Jessee read through the list of strategies and pointed out that
The Trust "realized that amazingly, at tines, you can forget the
very people you're trying to hel p". Wile managenent m ght devel op
"great ideas" about how to help people, oftentines, the effort to
ask them what they would need is overl ooked. Thus, Strategy 2 would
assist the effort by providing famlies a voice in the process.

Page 15

Strategy 3: Examine financing & policy issues
FY 06 $1,150.0 Trust in Individualized Services

o Individualized Services Assists wth non-Medicaid
services to keep youth near hone

0 Medicaid Rate Review (BRS) will ensure reinbursenment fits
each level of care appropriately (BRS - Behavioral
Rehabi litati on Services)

o0 BRS regs change adds 54 OCS/ BRS residential beds

o School -based Medicaid provides funding incentives for
early intervention services in schools

o Qut of State regulations wll enhance negotiations with
out of state providers on funding issues

M. Jessee stated that Strategy 3 would address financing and
policy issues. The review of the rates and regulations of the
Behavi oral Rehabilitation Services (BRS) is "a very inportant part
of this initiative". Previously, "a bifurcated children's" and
adol escent nental health system was conducted by three different
entities including the Ofice of Children's Services (CCS),
Departnment of Health and Social Services and the Division of
Behavi oral Health, Departnent of Health and Social Services. "It's
not surprising that these systens didn't work well together”. Now
the OCS and the Division of Behavioral Health operations "would be
managed as one coordi nated integrated service system" He credited
the OCS for their willingness to work toward that goal. OCS "is on
the hook when they have a custody kid, they've got to find a
pl acenent, and that's why in the past they' ve have held on so
tightly to control over these beds." This cooperative effort woul d
provide "a unified nanagenent systen that would provide "better
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and nore appropriate services to kids" regardl ess of whether they
are in custody or not.

9:27:13 AM

M. Pugh noted that the Native corporations are also involved in
this effort. For exanple, Juneau Youth Services and Southeast
Regi onal Health Corporation have formed a joint partnership that is
"in the process of conpleting a 15-bed residential psychiatric
facility that will serve the Southeast region." The facility, which
shoul d be conpleted in May 2006, would assist in allow ng youth
from Sout heast Al aska to be treated in Juneau rather than having to
be treated outside the State.

Page 16

Strategy 5: Hone & Conmmunity-based Services
FYO6 $1,050.0 Trust (Operating)

FYO6 $350.0 Trust (Capital)

FYO5 $4,150.0 Denali Conmi ssion (Capital)

* FY 06 increased in-state service capacity

- Start up operating provided for expanded capacity for
ten grantees

- Types of care: group, therapeutic foster & transitiona
care homes; respite bed, etc.

- 186 additional youth to be served annually

- Avail abl e by spring 2006

- Another RFP is planned for FY 07 reaching nore

provi ders
e Sone capital dollars are available to increase service
capacity

- $674.0 Trust and Denali Conmm ssion
- $1.25 mllion Denali Comm ssion

* BRS changes will assist in keeping kids in state
- Recommendations for Rate increases are currently under
review and will enhance system capacity
- Expansion of facility use to non-custody kids wll
al | ow 54 new beds

9:27:59 AM
M. Jessee characterized the informati on on page 16 as being "the
heart and soul of the initiative" as it would address building the

home and community based capacity. The Trust would contribute both
capital and operating funds. Information about the involvenent of
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the Denali Comm ssion's funding support would be forthcom ng. He
al so voiced being encouraged by the Departnent's efforts in
devel oping both the framework of this initiation as well as the
ten-year tineline for inplenenting the services of this initiative.

Page 17

Strategy 6: Wrkforce devel opnent
FYO6 $500,0 Trust (with U of A)
FYO6 $140,0 Trust (CoDl)

FY 06 $200.0 DHSS (CoDl)

* Part of a larger Trust initiative
- Uof A SE offering Behavioral Health Certificate for
BTKH wor ker s
- UAF Trai ni ng Acadeny for continuing training

e Co-occurring Disorders Institute (CoDl)
- includes BTKH work force training
- training to BRS residential care providers

M. Jessee stressed that even were all the facilities available in
whi ch to house youth currently housed out of State, there would not
be an adequate workforce to provide the necessary services,
particularly in Rural Al aska. To that point, a partnership has been
formed with the University of Al aska and other educational entities
in order to devel op the required workforce.

Page 18

Strategy 7: Assessnent & Care Coordi nation
FY 06 $132.0 Trust
FY 06 $431.5 DHSS

* Regional & Qut-of-State Resource Conmttees
- New | aw asserts state "gate-keeping"” function for ALL
chil dren
- Committees will partner with | ocal agencies to review
each youth placenent to encourage in-state and
| owest | evel of care

e UWilization Review Staff
- To review RPTC and acute care placenents, and refer to
| oner | evels of care

e "InterQual" Level of Care Assessnent
- Ensure consistent review of each youth's situation
- Currently being piloted at two sites

M. Jessee characterized Strategy 7 as being the brains of the
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initiative. Proper assessnent nust be conducted in order to nmanage
the care provided to youth. Absent that, control over the continuum
of care functions would be lost. Consistency of care would be
critical in the evaluation and placenent of youth.

9:29:41 AM
Page 19

DHSS Certificate of Need

* CON ensures against overbuilding of highest |evels of
care

e For BTKH facilities over $1 mllion

» Establishes formula, based on underserved popul ation
referral trends

e |If >29 beds are proposed, CON requires canpus-like
setting with secure & nonOsecure beds

e« So far, only North Star Anchorage approved for 60 beds
with 20 secure

M. Jessee stated that the State's Certificate of Need (CON) "for
t hese adolescent facilities" is critical to this initiative.
O herwise, if "we et the free market reign, we would have way too
many hi gh-end nost expensive in-patient psychiatric facilities.
They woul d drive our system for our lifetinmes and beyond, and we
woul d never achieve a continuum of care in this State for these
kids that focused on helping them stay in their famlies and in
their comunities ...The CON process is essential and the Depart nent
has done an excellent job in managing that process; sonetinmes to
the consternation of those that would like to build large in-State
facilities."

M. Jessee stated that "the funding matrix" is depicted on the
"BTKH Fundi ng FY 06 & Proposed FY 07" chart on page 20. The chart
specifies The Trust's FY 06 and FY 07 "venture capital" investnent
that would be used to advance the infrastructure. State genera
funds woul d al so be invested beginning in FY 07. Sone of the noney
that is currently going out-of-State would be reinvested to support
in-State operations. AHFC funds would al so be provided in FY 07

M. Jessee noted that the chart also depicts funding from the
Denali Comm ssion. The Mirkowski Adm nistration and The Trust
approached Al aska Congressional Senator Ted Stevens and requested a
$10 mllion earmark for the <capital conponent of the BTKH
initiative. Unfortunately other issues before Congress negated the
earmark. However, the Denali Conmmi ssion would cooperate by
provi di ng $5,500,000 fromits health facilities base budget, which
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is used to support the construction of clinics and simlar
projects. That noney woul d be used to support the capital expenses
of the BTKH program however, it would require a 50 percent State
match. Efforts are being furthered to include a $5, 500,000 capital
request in the Governor's FY 07 capital budget for this match

O herwise, the Trust would be required to approach service
provi ders, who should be concentrating on devel oping service
capacity rather than providing a match to the Denali Conm ssion
funding. It should also be noted that the 1ikelihood of other
entities being able to provide that anount of noney is mnimal. In
sunmary, he urged the Committee to seriously consider including the
mat ching funds in the FY 07 capital budget.

Page 21

Undupl i cated Medi caid RPTC Recipients by Ethnicity

FY 03 FY04 FYO05
Al aska Nati ve 280 338 381
Anerican | ndi an 14 16 18
Asi an 5 12 11
Bl ack 39 45 52
Hi spanic 24 28 21
Paci fic | sl ander 4 4 6
Unknown 54 46 44
Wi te 432 476 469
Total s 854 965 1, 002

Page 22

Percent age Medi caid RPTC Recipients by Ethnicity

FY 03 FY04 FYO05
Al aska Nati ve 33% 35% 38%
Anerican | ndi an 2% 2% 2%
Asi an 1% 1% 1%
Bl ack 5% 5% 5%
Hi spanic 3% 3% 2%
Paci fic | sl ander 0% 0% 1%
Unknown 6% 5% 4%
Wi te 51% 49% 47%
Total s 100% 100% 100%

M. Jessee pointed out that nearly 40 percent of the youth in out-
of-state treatnment facilities are Alaska Native. This is one of the
reasons that an enphasis has been made to include tribal entities
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in the workgroup process.
M. Jessee reviewed the recipients by gender.
9:33:49 AM

Page 24

Addi ti onal Resources

Bring the Kids Honme Docunents can be found on-line at the DBH
webpage at http://ww. hss. st at e. ak. us/ dbh/ under System Re-
design. Select the Bring the Kids Home Work Group and you wil |
find nmore materials to informyou about this exciting project.
- BTKH Data 2005 Update (Prelim nary)

- Annual Report FY 05

M. Jessee noted the places that could provide further information
on the BTKH effort.

9:34:11 AM

Senat or Hof f man asked whether the intent of the programwould be to
bring youth back to the State or specifically back to their region.

M. Jessee responded "both". The optimal scenario would be to allow
youth to remain in their hone. Each step away fromthat scenario is
one that should be made "after exhausting"” the previous options. It
m ght not be feasible for sonme young individuals to remain in their
villages, but it mght be possible for themto stay at a regional
hub. O her kid' s needs m ght be "so severe" that that woul d not be
pl ausi bl e. The enphasis would first be to keep them in their
comunity, then in their region, and certainly within the State.

9:35:22 AM

Senat or Hof f man asked the projected tinmefrane in which the entirety
of the out-of-State youth could be served within the State.

M. Jessee enphasized that the effort would entail "keeping the
ki ds home" not just "bringing the kids hone". Many of the youth
currently being treated out of state would be unable to benefit
fromthis endeavor, as they would "age out of the adol escent health
system' before the infrastructure could be devel oped. "One of the
weaknesses of the project” is that no conprehensive transitional
services for kids comng out of the system have been devel oped. The
hope is to first stemthe flow of youth going outside the State for
servi ces.
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9: 36:49 AM

Senat or Dyson asked whether the CON process was "a naterial
i npedi ment to getting nore facilities"” constructed in the State.

M. Jessee viewed that CON process as an essential piece of naking
sure that "we don't cripple our system before we get started.”
Sinply building facilities to house the 400 kids that are being
treated outside the State would not be the answer, as other
services would be required. Many of those kids were sent out of
State because lower |evels of care such as group hones, foster
homes, and in-honme support were unavail able. The Departnent mnust
assess each of the out-of-state kids to determ ne what in-patient
services must be available by region to support them when they
return to the State. This would allow a plan to be devel oped that
woul d consider how nmany beds would be required and where they
should be located. This would prevent the overbuilding of in-
patient beds. Oherw se, once in-patient beds are built, that
facility would remain full. The CON process has essentially sl owed
down "the over building of in-patient beds to allowthe State tine
to develop the lower levels of care that would nake those beds
unnecessary in the long run".

Senator Dyson regarded M. Jessee's response as being contrary to
the needs of the State. The need is "so huge" that overbuil ding
woul d be unlikely. To that point, he asked whether the State is
able to nanage the volunme of CON "requests in a tinmely and
pr of essi onal manner".

M. Jessee acknow edged the process was "a little dicey at the
begi nning". "The project had not progressed to the point" at which
the Departnent could "determne the overall inpatient need,” or
ascertain "what the regional distribution need would be". That was
the reason the Comm ssioner at the tinme delayed action on the
awardi ng of CONs. Wiile he is not actively involved in the process,
he understood that requests are «currently being mnaged
appropriately.

9:40: 52 AM

Co-Chair Green opined that "in the tine since" legislation and its
associated resolutions were enacted, M. Jessee mght have
devel oped "a bias ...away frominstitutional care". This bias m ght
affect the determnation as to how many beds should be built in
State. Were there justification for having 400 kids being housed
out-of-state, then there would certainly be a need to have nore
than 80 beds available in-State "to even start the transition." She
believed that the process has been occurring "too slow' and that
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t he eventual nunbers would be increasing. While the BTKH initiative
shoul d be appl auded, "the bar for nunber of beds is way too |ow "

M. Jessee appreciated "that sentinment" as there are a lot of kids
being treated out-of-state. Another factor that should be
considered in regards to in-patient beds is that 40 percent of the
ki ds housed outside are Alaska Native. In consideration of that
fact, the first step would be to allow the Native health
corporations to build the capacity to handl e those Native kids.
This woul d provide nore culturally appropriate care closer to their
home communities. This effort would be 100 percent funded by
federal Medicaid funds. Were a non-Native for-profit or non-profit
organi zation to build the in-patient capacity, the State would be
responsi ble for providing the required match for the Native kids
residing there. Then were a CON application received froma health
corporation for additional in-patient beds to serve that 40 percent
of the population that is Al aska Native, the nunber of beds would
exceed the need. Wile he understood the desire to nove the process
al ong faster, such things should be considered.

9:43: 50 AM

Senat or O son agreed that the CON issue is controversial. To that
poi nt, he opined that the CON process m ght be working against the
need. Efforts are being made to not over-build beds, however, the
State has not, of yet, reached a point at which it could provide an
adequat e number of beds.

Senator O son asked how non-Medicaid eligible nental health
reci pients' needs woul d be addressed.

9:44:42 AM

M. Jessee agreed that the State would require nore in State in-
patient beds. The question "is how many, run by whom and where"
would they be located. Those are the issues involved in the
managenent of the CON process.

9:45: 05 AM

M. Jessee stated that as beds are built, the needs of the non-
Medi cai d recipients would be nmet. The initial concern is to address
t he needs of youth who are receiving treatnent outside of Al aska.
Constructing facilities and perhaps overbuilding those facilities
wi t hout considering psychiatric needs and | evels of care that would
be required woul d escal ate costs and provi de an i nadequate system
of lower levels of care. Wen beds are provided, "kids will bubble
up into thent.
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9:46: 06 AM

Co-Chair Green stated that the review commttee shoul d address such
concerns.

9:46: 14 AM

Senator Stedman asked for clarification as to whether the 38
percent Native youth sent to out-of-State treatnent centers in FY
05, as depicted in the "Percentage Medicaid RPTC Recipients by
Ethnicity" information on page 22, was the information being
referenced by M. Jessee's comments that 40 percent of kids who are
housed out of State are Native.

M. Jessee acknow edged that it was; he had rounded the 38 percent
to 40 percent.

Senat or St ednman asked whether Native youth were sent outside while
White kids stayed in the State.

M. Jessee stated that the youth who are sent out of State are RPTC
Reci pients. The information would include both in-State and out - of -
State recipients.

Senator Stedman commented therefore that the | argest ethnic group
receiving RPTC is Wiite, followed by Al askan Native, and then
Bl ack. To that point, he asked whether the allocation of kids sent
to outside facilities would correlate to the ethnicity percentages.

9:47: 21 AM
M. Jessee believed that to be the case.
9:47: 33 AM

Senator Dyson highlighted M. Jessee's comments that the first
entities that should provide facilities and treatnent ought to be
regional or Native health corporations. To that point, he asked the
reason that is not currently happening, and whet her the Legislature
shoul d consider providing incentives to encourage that.

9:48: 01 AM
M. Jessee responded that regional and Native health organi zations
are slowy providing services. They have had to address severa

i ssues such as the cost of doing business in Rural Al aska as well
as workforce issues. Regional health corporations are fairly new.
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Sonme "have experienced significant periods of growh" and others
have experienced "financial and programmatic difficulties" in
recent years. Sone operations such as South Central Foundation are
now established and are noving forward. There remain sone
organi zations that are still faltering. The key is to keep them
engaged in partnership with the State, specifically in regards to
providing capital dollars in areas where the devel opnent of a group
home i s being considered.

M. Jessee stressed that doing business in Rural Alaska is quite
different than doing business in urban areas. Places such as
Anchor age have an abundance of rental properties suitable for group
homes. That is not the case in Rural areas where housing, in
general, is in short supply, and in all likelihood a group hone
woul d have to be built. While noney from the Denali Comm ssion
woul d be available, the State would be required to provide a match.
In summary, continuing efforts to maintain dialogue with and
support these groups would be required. He al so cautioned agai nst
the "overbuilding of non-Native in-patient beds", as it would
underm ne the "market share" of these organi zations.

9:50:10 AM

Senat or Dyson echoed Co-Chair Geen and Senator O son's concerns
about bei ng "overcautious when there is a need that is just huge";
particularly in regards to kids who mght be "institutionalized for
all of their childhood, far from honme..." He characterized the
Trust's perspective on building in-patient beds as being " overly
cautious" and "imaginary or largely an illusionary problem”™ In
light of the nunmber of youth who suffer from prenatal al cohol
poi soni ng and ot her "behavi oral dysfunctions”, he would wel cone the
day when the nunber of avail abl e beds exceeded t he need.

M. Jessee stated The Trust "woul d be happy to provide you with an
accel erat ed budget schedule to build in-State | ower |evel capacity
at a rate nuch faster than currently contenplated in the plan.”
More coul d be done were the resources nore readily avail abl e.

9:51:39 AM
Page 25

Mai nt enance of Medicaid

Medi caid funding is critical to beneficiaries of The Trust.
- Refinanced Grants

- Waivers avoid nore costly care

- Fairshare repl acenent

- Inflation
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- Uni nsured popul ati on grow ng

M. Jessee affirmed that "Medicaid is absolutely the core” of The
Trust's health systemfor its beneficiaries and the Bring the Kids
Honme initiative. The Trust decided a few years prior to refinance
prograns under the Medicaid program and now "the consequences ...of
being totally dependent on the Medicaid programt are being
experienced. Medicaid is "at the heart" of The Trust's health care
system nental health system elder care system and nunerous ot her
progr ans. The Legislature's desire to change eligibility
requi renents and reduce services to offset the increase in Medicaid
progranms is understandabl e; however, it should be understood that
"Medicaid is an economic force in this State, and it does create
quality jobs in health care and it does provide critical services
to our beneficiaries.”

Page 26

FY 07 GF/ WH Budget Recomendati ons
Not in Governors Budget

e $500.0 Capital funds for Fairbanks Detox

e $5000.0 50% match for Denali Commi ssion

e $500.0 Flexible Long Term Care for Seniors

» $400.0 Integrated Behavioral Health Services for d der
Al askans

* $6360.0 Devel oprmental Disabilities Waitlist Reduction and
Base Grant Restoration

M. Jessee overviewed Trust projects not included in the Governor's
FY 07 budget proposal. He warned that, while proactive response to
foreseen catastrophes is often delayed, the State should not del ay
in preparing to address its rapidly expanding senior citizen
popul ation. The goal of "getting ahead of this curve" is the reason
The Trust has proposed the Flexi ble Long Term Care for Seniors and
the Integrated Behavioral Health Services for O der Al askans
progr amns.

M. Jessee concluded his remarks.

9:54:46 AM

Senator Stedman comented in regards to the testinony that
oftentines the people for whoma programis devel oped are soneti nes
omtted fromthe discussion. To that point, he voiced concern about

The Trust's efforts on the sale of its tinber in Southeast Al aska.
There is a "high correlation between unenploynment or under
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enpl oynent and | ack of econom c opportunity and the issues" that
the Trust addresses such as alcoholism nental disorders, "and
other related issues such as famly violence..."” Wen tinber "is
exported in the round for the benefit of" the Trust, "we |ose sight
of the jobs created by added val ue of processing those |ogs". Wile
it mght be detrinmental to the harvesters of the logs, the State
m ght benefit were the added value to transpire. Conmunities would
benefit from that enploynent opportunity. Wiile the Legislature
currently has "limted ability" in influencing the actions of the
Trust, he would "not hesitate .to force the issue" were any extra
flexibility provided, as the inpact of the Trust's actions in
Sout heast Al aska for the past "decade is intolerable. Two of three
Sout heast Al aska sawm | |s have ceased to operate. "Famly issues
and society issues" resulting from that industry's unenploynment
status has created a ripple effect in affected Southeast Al aska
communities. Any "directional change" in this regard would be
appreciated. The Trust mght experience "sone gains on the
expenditure side" that m ght offset any "basis points" |ost.

9:57:46 AM

M. Pugh responded that The Trust "is not opposed"” to working with
other entities in consideration of such issues. Wile a "val ue
added" tinber package had not transpired, an effort had been nmade
in this regard on a recent Thorne Bay tinber harvest. This issue
woul d continue to be included in future tinber sales.

Senat or St ednman acknow edged that a successful val ue added ti nber
sale had recently occurred in Wangell. It would be "good public
policy" were this issue a consideration in the future.

The presentati on was CONCLUDED

AT EASE 9:59 AM/ 10:05:13 AM

#sb233

SENATE BILL NO 233
"An Act making appropriations for capital projects; and
providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Conmittee.
CHERYL FRASCA, Director, Ofice of Managenent and Budget, O fice of

the Governor, stated this bill is the vehicle through which
Governor Frank Murkowski has proposed to spend a portion of the
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$1.2 billion in unanticipated FY 2006 (FY 06) State revenue.
Approxi mately $565, 000,000, or half of that revenue, would be
separately allocated to support FY 2007 (FY 07) K-12 education. She
rem nded the Commttee that, in FY 2005, the Legislature had
approved fundi ng FY 06 Education expenses with unantici pated FY 05
revenue.

Ms. Frasca continued that the Governor has also proposed to
all ocate approximately $400 million, or one-third, of the FY 06
unanti ci pated revenue to fund the Gas Pipeline Project.

Ms. Frasca specified that this supplenental capital budget bill
would allocate ten percent, or $130 mllion, of the FY 06
unantici pated revenue to support transportation and deferred
mai nt enance expenses.

Ms. Frasca stated that, of the entirety of the aforenentioned
proposal s, the Administration would "view' this proposal as being
the "nore traditional way" of spending FY 06 additional revenues.
She noted that "sone others who <cover the Legislature's
del i berations” had "characterized" this legislation in that
f ashi on.

Ms. Frasca pointed out that departnent projects are being presented
in this supplenental bill rather than being requested in the FY 07
capi tal budget because the funds are available in FY 06. This could
be likened to the Legislature's decision |ast Session to expend
unantici pated FY 05 revenue on transportation projects.

Ms. Frasca stated that of the total $130 million expenditure being
proposed in this bill, $86 mllion would be allocated for
Departnent of Transportation and Public Facilities' transportation
projects including $12 mllion for Seward H ghway safety
i mprovenents. Funds for enforcement activities on that H ghway
woul d be requested separately. $44 nmillion would be spent on
deferred mai ntenance to address State facilities needs.

Ms. Frasca pointed out that in years past, the Legislature exerted
substantial efforts to catal og the backlog of deferred nai ntenance
needs for school districts, local governnents, and State
facilities. This request would be limted to addressing State
facilities needs, as the total need woul d exceed avail abl e funds.

Ms. Frasca noted that representatives fromthe departnents are in
attendance and would be able to address Comm ttee questi ons.

Co-Chair Green surm sed that Menbers m ght continue to question the
need to address these projects with FY 06 fundi ng. Except for the
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af orenent i oned Legi sl ative action t he previ ous Sessi on,
Suppl emrent al Budgets have traditionally been utilized to fund
"unantici pated"” expenses rather than being a nmechani sm through
whi ch to spend "unanti ci pated revenue".

10: 09: 14 AM

Senator Bunde concurred with Co-Chair Geen's remarks and noted
never before having experienced a suppl enental capital budget bill
during his 14-years as a Legislator. To that point, he asked
whet her such a budget had ever been presented.

10: 09: 33 AM

Ms. Frasca responded that "perhaps its a question of structure".
The supplenental bill that passed the Legislature the previous
Session included appropriations that utilized FY 05 revenues. She
noted that a project's effective date would dictate the fiscal year
in which the project would be funded. The Adm nistration opted to
present the projects in a Supplenental bill since the effective
dates would dictate the use of "current year revenues”. There was
no intent to inply that these were unantici pated needs.

Senat or Bunde opined that that would "expand the definition of
suppl enmental a bit". Fromhis point of view, the request nust also
be acconpanied by a "pretty solid justification of need" rather
than sinply being requested because there was noney avail able. "I
think we can always find an excuse to spend noney; we don't al ways
find the needs.”

10: 10: 53 AM

Ms. Frasca stated that, as the projects are reviewed, the needs
woul d become obvi ous; the requests are not "frivolous". The total
departnents deferred nai ntenance needs exceeded $700, 000, 000; 60
percent of which were University of Al aska needs. Through the use
of a "threshold test of nmerit", the projects were "carved down
significantly"."

10:11: 31 AM

Depart nent of Adm nistration

Mai ntenance Projects for Facilities Qutside the Public
Bui | di ng Fund

$3, 620, 000 General Funds

Ref erence No.: 41581

Cat egory: Ceneral Governnent
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Location: Statew de

El ection District: Statew de

Estimated Project Dates: 03/15/2006 — 06/ 30/2011

Funding i s necessary for continued maintenance of facilities
outside the Public Building Fund. The group of facilities
i ncludes the Governor's House, 3rd floor of the Capitol
Bui I di ng, the Di nond Courthouse, the Archives/ Records Center,
the State Museum and Bui |l di ng Annex, and the Subport Buil di ng.
Al'l of these facilities are |ocated in Juneau.

On- Goi ng Proj ect

10:12: 36 _AM

ERIC SWANSON, Director, Division of Admnistrative Services,
Department of Adm nistration, stated that this request would
i nclude maj or projects such as the structural and foundation work
needs for the Archives and Miuseum Buildings and the water I|ine
repl acenent project for the D nond Courthouse. Al so included were
smal |l er projects, such as the w ndow replacenents and generator
repl acenents.

Co-Chair Green communicated to M. Swanson that when the projects
included in this request were conpared to the "outside of the
Public Building Fund" projects included in the $3.1 mllion FY 06
capital bill, it was found that six of the projects were
duplicates. "That's a little troubl esone.”

M. Swanson explained that the list could be characterized as a
"snapshot in tinme", as the priorities of the list change from year
to year. A project included |ast year could "drop off" the I|ist
this year were another project's needs to escal ate. Nonet hel ess,
the Department would review the list in order to avoid duplication.

10:14: 35 AM

Co-Chair Green asked whether this could be interpreted to nean that
the funds allocated to the Departnent could be used "for anything”;
t he Departnent "would not be required to adhere to the list".

M. Swanson clarified that while the Departnent does endeavor to
adhere to "the overall list", the priority list would be affected
by changes in facilities circunmstances. He understood that
conmuni qué in this regard had been provided.

Co- Chair Green acknow edged that | anguage to that effect had been
provi ded. Nonet hel ess, she viewed the changing of priorities as
being "problematic". Therefore, she asked that notification be
provi ded when priorities change in order to prevent confusion about
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t he request.

M. Swanson stated that a review of the projects would be
conduct ed.

Public Building Fund Facilities Projects

$5, 500, 000 General Funds

Ref erence No.: 41583

Category: General Governnent

Location: Statew de

El ection District: Statew de

Estimated Project Dates: 03/15/2006 — 06/30/2011

Fundi ng i s necessary for continued nai ntenance of state owned
facilities that nmake up the group known as Public Building
Fund Facilities. These facilities include the State Ofice
Buil ding, the Alaska O fice Building, the Conmunity Buil ding,
the Public Safety Building, and the Court Plaza Building (al

| ocated in Juneau), the Douglas Island Building (Douglas), the
At wood Bui | di ng (Anchorage), and the Fairbanks Regional Ofice
Bui | di ng.

On- Goi ng Proj ect

M. Swanson reviewed the facilities that would be addressed by this
request .

10: 16: 35 AM

Co-Chair Green requested that notification about changes in this
prioritization list also be comunicated. She asked regarding the
zero funding need anticipated for FY 07, as indicated on the
proj ect sumrary sheet.

M. Swanson stated that that information was erroneous, as the
Department has not of yet developed its FY 07 capital budget
request.

Co-Chair Green asked that the information be corrected. She assuned
that the Departnment's FY 07 request would anmount to approximtely
$3, 000, 000, which was the anpbunt requested in FY 06.

M. Swanson comuni cated that the informati on woul d be updat ed.

10: 17: 38 AM

Co- Chair W1 ken, observing that the Departnment of Administration's
deferred nmaintenance requests anount to $9,120,000 and the
Departnent of Transportation and Public Facilities' deferred
mai nt enance request equates to $2, 000,000, commented in regards to
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"the inbalance in the requests, as it was his understandi ng that
t hey each operate approximately the sane nunber of buildings. To
that point, he requested that the departnents' requests include
facility's square footage and/or nunber of buildings. This would
assist in clarifying the inbal ance, and, in addition, mght provide
evidence to support increasing funding to the Departnent of
Transportation and Public Facilities.

10: 19: 00 AM

Co-Chair Geen understood therefore that Co-Chair WIken was
suggesting that funding should be increased for the Departnent of
Transportation and Public Facilities.

Co-Chair WIken responded that such decisions could be nmade
following the recei pt of the aforenentioned information.

10:19: 14 AM

Senat or Bunde requested that the Departments provide requests in
order of priority. He assunmed that the project backup material, as
presented, is in "randomorder” as otherwise, it would inply that
t he repl acenent of the rock wall around the A aska State Museumi s
a higher priority than replacing sewer |ines.

Co-Chair G een asked the Departnment whether the |ist acconpanying
the request was in order of priority.

10:19: 59 AM

M. Swanson clarified that non-public building fund and public
buil ding fund requests were presented in priority order.

Co- Chair Green understood therefore that the nunber one Depart nent
of Adm nistration priority would be the request regarding the
Al aska State Museum

M. Swanson expressed that the nunber one priority for the Public
Building Fund was the State Ofice Building and the nunber one
priority for the non-public building fund was the State Miseum
annex.

Senat or Bunde puzzled over the fact that the State Museumrock wall
repl acenent, listed as nunber ten on the non-public building fund
priority list, outranked a roof replacenent project.

10: 21: 31 AM
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Departnent of Corrections

Def erred Mai nt enance, Renovation and Repair

$2, 500, 000 General Funds

Ref erence No.: 41925

Cat egory: Public Protection

Location: Statew de

Election District: Statew de

Estimated Project Dates: 03/15/2006 — 06/ 30/2012

This project will provide funding for essential repair and
renovation of electrical, mechani cal , roofing, walls,
fire/life safety, security, structural, food service,

pavenents and site drainage systens for all correctional
facilities. This work is required to enable continued safe,
secure and efficient operation of the 24-hour incarceration
facilities.

On- Goi ng Proj ect

SHARLEEN GRIFFIN, Director, Division of Admnistrative Services,
Department of Corrections, infornmed the Conmttee that, |ike the
Department of Adm nistration, the Departnent of Corrections' |ist
of deferred mai ntenance needs is in priority order. In addition,
t he Departnent devel ops a six-year plan.

Ms. Giffin affirmed that when a project on the |ist experiences an
urgent need, it would be elevated on the list. An unanticipated
failure m ght "bunp” a project on the I|ist.

Ms. Giffin noted that the entirety of the projects included in
this request are correctional facilities ranging between 20 and 40
years of age. The punp involved in the Palnmer Medium Security
facility sprinkler systemrepair is undersized for the sprinkler
heads and is unable to punp water for 15 mnutes. The water system
repair needs at the WIdwood Correctional Center are simlar to
those of Palmer. The fire alarm system at the Juneau Lenon Creek
Correctional Center is failing. The Spring Creek Correctional
Center security fence nust be enhanced and the fence al arm system
nmust be replaced. The Hi ghland Mountain Correctional Center is in
need of roof and wall replacenment as well as asbestos abatenent.
Nuner ous other projects are included in the Departnment's priority
list.

Senator Bunde noted that a |list of the projects has not been
provi ded.

In response to a question from Co-Chair Geen, M. Giffin

responded that the Departnent would provide Menbers a copy of both
the six-year plan and the deferred maintenance list in priority
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or der.

Co-Chair Geen inquired to the reason for the elevated request
| evel s depicted on the project summary for the out years 2008 and
2009.

Ms. Giffin stated that the projections would include itens on the
Departnment’'s six-year plan such as deferred maintenance needs,
repair and renovation projects, security operating systens, as well
as fire and |ife safety issue projects.

10: 26: 06 AM

Depart ment of Education and Early Devel opnent

10: 26: 23 AM

M . Edgecunbe Hi gh School Facility and Infrastructure Repairs
and Upgr ades

$500, 000 General Funds

Ref erence No.: 41992

Cat egory: Education

Location: Sitka

House El ection District: Sitka/Wangell/Petersburg

Estinmated Project Dates: 03/16/2006 — 06/ 30/2007

Upgrades and repairs to facility and infrastructure.

EDDY JEANS, Director, D vision of Finance, Departnent of Education
and Early Devel opnment, explained that this request woul d address a
| eaki ng roof and asbestos abatenent needs in the aging fire hal
building currently being used as a storage facility for the M.
Edgecunbe Hi gh School. The second project that would be addressed
woul d be the floor replacenment in the girl's dormtory. The receipt
of the funds as requested would allow the dormtory work to be
conducted this summer when the school is not in session.

Co-Chair Green recalled that the school had been appropriated
$2, 500, 000 | ast year for school repairs and maintenance needs.

M. Jeans responded that the master plan devel oped for the school
would include "tens of mllions of dollars in repairs.” An
addi tional $2,500,000 would be requested in the FY 07 capita
budget to provide for boiler replacenent and other structural
repairs.

Co-Chair Green asked for information as to how this fundi ng woul d
be distributed to other areas of the State.
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M. Jeans clarified that this funding would be dedicated to the M.
Edgecunbe School. The school is a State operated facility.

Senator Stedman infornmed the Conmttee that, as M. Edgecunbe Hi gh
School is included in his district, he had recently toured the
facility. The storage building is a netal frane building that was
constructed during Wrld War 11, and the asbestos coating the pipes
has "literally collapsed” and is laying "inches thick on the
ground."” Everything in the building is ruined. Oher buildings,
while not in as bad a shape, al so have asbestos issues. The issues
at the storage building nust be addressed.

Departnent of Fish and Gane

10: 29: 15 AM

Def erred Mai ntenance, Renovation, Repair and Equi prent

$300, 000 General Funds

Ref erence No.: 30128

Cat egory: Heal t h/ Human Servi ces

Location: Statew de

El ection District: Statew de

Estinmated Project Dates: 03/15/2006 — 06/30/2010

This project wll provide for repair, nmaintenance and
renovation of departnment facilities statew de.

On- Goi ng Proj ect

TOM LAWSON, Director, Division of Admnistrative Services,
Department of Fish and Ganme explained that this request would
address several of the Departnent's deferred nmi ntenance issues.
The Departnment has facilities in nore than 40 areas of the State
i ncludi ng offices, bunkhouses, warehouses, workshops, |aboratories,
and other simlar types of structures.

M. Lawson noted that the Departnent nmanages a "running list" of
its annual deferred naintenance needs. The FY 06 list included $3.4
mllion in project needs. The list is updated as projects are
conpl et ed.

10: 30: 24 AM

Senator Bunde requested that, rather than listing projects by
region, the Departnent's |list be depicted in priority order.

M . Lawson concurred.

10: 30: 49 AM
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Fai r banks I nfrastructure Renewal and Repl acenent

$150, 000 General Funds

Ref erence No. 39885

Cat egory: Heal t h/ Human Servi ces

Location: Fairbanks Areaw de

El ection District: Fairbanks Areaw de

Estinmated Project Dates: 03/15/2006 — 06/30/2010

Funds are requested to design and relocate the small wildlife
research |aboratory in the Fairbanks office away from the
exi sting office space, and to renodel the existing | ab space
into additional workspaces that could be used to |essen the
overcrowding in the facility.

One-Tinme Project

M. Lawson stated that this request would allow for the
construction of a separate building to house a small wldlife
research | aboratory in the Fairbanks areas. The existing | aboratory
is attached to a regional office building. The snells generated by
the laboratory activities perneate the office. In addition, the
current office facility is at capacity. The construction of a
separate | aboratory woul d serve two purposes: it would negate the
concern about the snells and would allow the office space to be
expanded.

Departnent of Health and Social Services

10: 32: 29 AM

Def erred Mai ntenance, Renovation, Repair and Equi prent
$1, 100, 000

$ 100, 000 Federal Receipts

$1, 000, 000 G F Match
Ref erence No.: 31862
Cat egory: Heal t h/ Human Servi ces
Location: Statew de
El ection District: Statew de
Estimated Project Dates: 03/15/2006 — 06/ 30/2009
This request is for deferred maintenance projects for 29
Departnment maintained facilities including health centers,
youth facilities and behavioral health facilities statew de
with a conbined replacenent value of $158.0 mllion. Funds
woul d be used for immediate and critical renewal, repair,
repl acenent and equipnent needs in state-owned facilities
along with selected | eased facilities. This request does not
i nclude the deferred mai ntenance needs for the Pioneer Hones,
or for recently constructed facilities, including the new
Al aska Psychiatric Institute (APlI), the Anchorage Public
Health Lab and O fice of the State Medical Exam ner, or the

SFC- 06 (31) 02/ 08/ 06



Ket chi kan, Kenai, or Nonme Youth Facility.

JANET CLARKE, Assistant Conm ssioner, Finance and Managenent
Services, Departnent of Health and Social Services, infornmed the
Commttee that this request woul d address the deferred mai ntenance
needs for the entirety of the Departnent's facilities other than
t he Pioneer Honmes. She alerted the Commttee to the fact that the
Department woul d not be presenting any deferred mai nt enance proj ect
requests in the FY 2007 capital budget.

Ms. Clarke noted that a list of prioritized projects is included
with the backup material for this request. In addition, a separate
handout titled "FYO7 Deferred WMintenance Capital Request
Representative Photos" [copy on file] would provide photographs of
sone of the specific projects included in this request. The
Departnment’'s nunber one and nunber two priority concerns, as
depicted in the handout, would be to replace obsolete building
controls in both the Fairbanks Health Center and the Ketchikan
Health Center with nodern digital controls.

Ms. Carke noted that the fourth itemon the priority project would
be to cover an outdoor wal kway at the MlLaughlin Youth Center.
QO her projects would include replacing building water system pi pes,
exterior painting, outside siding replacenent, and interior wall
repairs. The pictures are presented in order to reflect the
severity of the needs.

Pi oneer Honmes Deferred Maintenance, Renovation, Repair and
Equi prent

$2, 000, 000 CGeneral Funds

Ref erence No.: 37934

Cat egory: Housi ng/ Soci al Services

Location: Statew de

Election District: Statew de

Estinmated Project Dates: 03/15/2006 — 06/ 30/2009

This request is for deferred nmai ntenance projects for Pioneer
Honmes statewi de, including imediate and critical renewal,
repair, replacenent and equi pmrent needs. The Departnent is
responsi ble for operating and maintaining the six Pioneer
Hones throughout the state. Locations include Ketchikan,
Sitka, Juneau, Anchorage, Pal ner, and Fairbanks.

On- Goi ng Proj ect

Ms. Clarke reiterated that this request would allow for deferred
mai nt enance needs at the six Pioneer Honmes in the State. Again
there would be no request in the FY 07 capital budget for deferred
mai nt enance needs for these facilities. The back-up material
includes a prioritized listing of needs. A handout titled "FY2007
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Deferred Maintenance Capital Request Pi oneer s’ Hones -
Representative Photos" [copy on file] presents pictures of the
vari ous Pioneer Hone needs. The nunber one priority would be the
fire alarm and system repl acenent at the Fairbanks Pioneer Hone.
The system is failing and replacenent parts are difficult to
| ocate. The nunber four priority on the list is the Sitka Pioneer
Hone, which is the ol dest of the six Pioneer Hones. Heating val ves
are failing and nust be replaced. The nunber six item on the
priority list would be the lighting upgrades for the Anchorage
Pi oneer Hone. This is a |large request. The ballasts are failing and
the associated snells and drips are creating health hazards. QO her
proj ects woul d include duct cleaning at the Ketchikan Pi oneer Hore;
ceiling replacenents at the Ketchi kan Pioneer Home; and 26 bat hroom
upgrades at the Fairbanks Pioneer Honme. These projects are
important in order to address safety concerns, equipnent failures,
senior citizen accessibility needs, or to neet building codes.

10: 39: 30 AM

Priority 14: Anchorage Pioneer Honme dass Replacenent
(411, 250)

Most of the exterior glazing panels of the original building
have lost their seal. There is now noisture in between the
panes and causes the wi ndows to fogged up. Misture in the
panes often incurs nmold growth, which can affect indoor air
quality. This project wll replace panels and weather
stripping on all exterior w ndows.

Ms. Clarke pointed out that the seals are failing in all of the
wi ndows in the facility. Misture and nold are bei ng experienced as
a result. This is dangerous in a 24-hour senior citizen facility.
The panel s nust be replaced and weat her stripping woul d be required
on all the exterior w ndows.

Senator Stedman stated that were this issue the result of defective
wi ndows, a manufacturer's comerci al guarantee m ght apply to this
proj ect .

Ms. Clarke voiced that this would be further investigated.

10:40:19 AM

Senat or Bunde appreciated having the projects listed by priority.
Conti nui ng, he questioned the reason that the Anchorage Pioneer
Home Exterior Planter Repairs for $329,000 was ranked higher than
t he Anchorage Pioneer Hone Reseal Highlights request for $32, 900.

Ms. Clarke replied that further information in this regard woul d be
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provided. It could be that the planters are | ocated on the roof,
and, as a consequence, mght be creating further problens.

10:41:22 AM

Safety and Surveillance for Pioneer Hones, Juvenile Detention
Facilities, and Public Health Facilities
$898, 300
$ 33,000 Fed Recpts
$150, 000 G F Match
$715, 300 Gen Fund
Ref erence No.: AMD41456
Cat egory: Heal t h/ Human Servi ces
Location: Statew de
Election District: Statew de
Estinmated Project Dates: 03/15/2006 — 06/ 30/2009
Project provides for critical security and surveillance
upgrades to Health and Social Services facilities statew de.
State Match Required
One-Ti me Proj ect
Amendnent

Ms. Clarke informed the Conmittee that there is growi ng concern
about the safety of residents and visitors at the Pioneer Hones.
For exanple, cars have been broken into. Therefore, the Departnent
has, for the first tine, determned that such things as
surveillance canmeras should be installed at the Anchorage, Pal ner
and Ketchi kan Pi oneer Honmes in order to ensure a safe environnent.

Ms. O arke continued that this request has been anended to correct
the inadvertent om ssion of sone of the juvenile justice center
projects. The projects that woul d be advanced by this request would
i nclude such things as installing a security fence at the Kena

Peninsula Youth Facility. No fence currently exists at that
facility and issues involving facility residents are occurring.
QO her projects would include the installation of a detention canera
near the entrance of the MLaughlin Youth Center as well as
electronic locks, finger print scanners, and other security
canmeras. Security caneras would also be installed at the Fairbanks
and Mat-Su Juvenile Centers. A security fence would also be
installed at Mat-Su. Security enhancenents would also be
i npl emrented at the Johnson Youth Center.

Ms. O arke stated that security projects would al so be required at
the Division of Vital Statistics to insure that such things as
birth records are secure. These upgrades would be required in order
to conply with federal Honel and Security regul ations. Security and
confidentially concerns would al so be addressed at the Fairbanks
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Heal th Center.

Ket chi kan Pi oneer Hone Roof Repl acenent

$532, 000 Gen Fund

Ref erence No.: 41369

Cat egory: Heal t h/ Human Servi ces

Locati on: Ket chi kan

El ection District: Ketchikan

Estimated Project Dates: 03/15/2006 — 06/ 30/2009

The Ketchi kan Pioneer Hone was built in 1981. The origina

roof is failing in numerous areas and needs to be replaced. A
roofing consultant was hired to investigate and analyze
options for repairing the existing |eaks. Based on age,
condition, and the labor that would be required to repair the
areas that are | eaking, the consultant's reconmendation is to
replace the roof with a new single-ply nenbrane system
Repl acenent of the roof would involve replacing the existing
menbrane with a nore durable nmenbrane and a snooth paver
surface. The greenhouse, which is on the roof, would al so need
to be replaced with a new pol ycarbonate panel design. Funds
woul d be used for construction and nmanagenent of the project.
Phased- Under way

Ms. Clarke referred the Conmittee to a Departnent handout titled
"SB 233 Ketchi kan Pioneer Hone Roof Replacenent” [copy on file]
that provides pictures of the needs. A visitor to the facility
woul d observe there being catch-buckets scattered around the
facility due to the roof |eaks. This issue nust be addressed. The
fact that there is a greenhouse on the roof of the facility has
increased the cost of the project. The pictures reflect eroded
siding, fasteners that are failing, and the l|eaks from the
greenhouse. The project is extensive.

10: 45: 35 AM

Senat or Stedman stated that the State woul d benefit by a decision
"not to hire Arizona architects” to design buildings in
rainforests. Designing buildings wth atriuns and placing
greenhouses on flat roofs is inpractical in this climte.

Fai rbanks Youth Facility Building |Inprovenents

$500, 000 Gen Fund

Ref erence No.: 41339

Cat egory: Heal t h/ Human Servi ces

Locati on: Fairbanks Areaw de

Election District: Fairbanks Areaw de

Estimated Project Dates: 03/15/2006 — 06/ 30/2009

This request would provide for the reconfiguration of the
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Fai rbanks Youth Facility to allow for maxi mum use of the
existing area. The reconfiguration would allow for nore
useabl e space without increasing the square footage of the
facility.

Phased- New Pr oj ect

Ms. O arke stated that this request woul d change the configuration
of some portions of the interior of the Fairbanks Youth Facility,
thereby making it a nore efficient facility. Approxi mately one-half
of a multi-purpose room would be reconfigured to allow for
additional storage space with a stairway and additional office
space.

AT EASE 10:46:44 AM/ 10:46:54 AM

Co-Chair Green noted that the renmainder of Departnent requests
woul d be addressed at the subsequent Comm ttee neeting [NOTE: The
overviews of the additional projects included in this bill were
provi ded3 at the February 9, 2006 Conmittee neeting.]

#

ADJ OURNIVENT

Co- Chair Green adjourned the neeting at 10:47:24 AM
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