M NUTES
SENATE FI NANCE COW TTEE
February 14, 2007
9:03 a.m

CALL TO ORDER

Co-Chair Lyman Hoffman convened the neeting at approximately
9:03: 20 AM

PRESENT

Senat or Lyman Hof f man, Co- Chair
Senator Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice Chair
Senator Kim Elton

Senat or Fred Dyson

Senat or Joe Thomas

Senat or Donny d son

Al so Attendi ng: REPRESENTATI VE ANDREA DOLL; LARAINE DERR, Vice-
chair, Alaska Mental Health Trust Authority; JEFF JESSEE, Chi ef
Executive Oficer, Al aska Mental Health Trust Authority.

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

SUMVARY | NFORMATI ON

AAl aska Mental Health Trust Authority
Presentation by Jeff Jessee.

9:03: 56 AM

Co-Chair Hoffman identified two docunents to acconpany the
presentation, one titled "Legislative Fiscal Analyst's Overview
of the Governor's FYO8 Request"” [copy on file] prepared by the
Division of Legislative Finance, and the related |egislation,
Senate Bill 51.

9: 05: 02 AM

SFC- 06 (1) 02/ 14/ 07



LARAI NE DERR, Vice-chair, Alaska Mental Health Trust Authority,
introduced herself as the Vice-chair of the Authority and the
Chair of Finance for the Authority.

9: 05: 48 AM

JEFF JESSEE, Chief Executive Oficer, Al aska Mental Health Trust
Authority, directed nmenbers to the handout titled "The Trust;
History of the Alaska Mental Health Trust Authority" [copy on
file].

9: 06: 36 AM
Page 1
Territorial Days

s Al nental disabilities |unped together.
% "Insane Person At Large" - Aterritorial crinmne.
« Federal marshals transport to Morningside in O egon.

M. Jessee reviewed the information on the page, adding that the
crime of being an "insane person at large" required no act of
wrongdoing. The nere existence of a nental disability was
sufficient to commt a person for |ife to the Morningside
hospi t al

9: 08: 04 AM
Page 3
Barriers to Statehood

% No way to continue paynent for Morningside.

s Territorial nental health "program’ unacceptable to
Al askans.

« Washi ngt on Post exposes "Siberia USA. "

M. Jessee summarized the page, stressing that the Washington
Post headline inplied that the creation of a State nental health

program in Al aska would result in a "gulag" to which dissidents
woul d be sent.

9:08: 52 AM
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Page 4
Al aska Mental Health Enabling Act of 1956

« Cash paynent for construction of APl and purchase of
Har bor vi ew.

% Phased out operational support to wean Al aska off
federal dole.

« 1,000,000 acres of land in trust to generate noney to
pay for ongoi ng expenses.

% State | egislature appointed trustee.

M. Jessee pointed to a three-pronged approach to address
Al aska's nmental health needs. The first was the construction of
the Alaska Psychiatric Institute (API) and the purchase of what
woul d becone the Harborvi ew Devel opnental Center. He asided that
t he Harborview Mdtel in Valdez was purchased by Governor Egan to
generate enploynent and revenue for his honmetown, as well as to
provide for mental health needs of the State. The federal
Enabling Act secondly provided funding for these projects to
di m nish over a period of eight years, and, thirdly, established
the Mental Health Land Trust.

9:10: 27 AM
Page 5
Early Land Trust Managenent

s Desirable Trust |ands selected first.

« Legislature designates sone trust |land as state parks,
forests, and wildlife preserves (over 350,000 acres).

« Legislature rel eases 50,000 acres to 5,000 individuals
t hrough honesteading, lotteries, and sal es.

% Legislature allows I|ocal governnents to select over
40, 000 acres.

M. Jessee remarked that the State "did an excellent job" of
selecting the Trust l|ands, which included the Homer Spit, Kena
River frontage, portions of the Chugach State Forest, Beluga
Coal Fields, and much of the areas surrounding the comrunities
of Southeastern Al aska. Wen the State of Al aska received 100
mllion acres of land via the Statehood Act, the one mllion
acres of Trust lands were "rolled into" the other federally
granted |ands. For several years the State treated the Trust
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| ands the sane as other State |lands, and during that tine, half
of the one mllion acres was taken out of trust through the
establishment of wldlife preserves, sales, and honesteading
al | owances.

9:12:41 AM
Page 6
A Change in the dinate

% Internal DNR nenos raise concern over trust |and
managenent .

< "Mns and pops" have problens with financing due to
title issues.

% Local governnents are on notice that the state has
breached trust and they do not have clear title.

s Legislature realizes that land renoved from trust has
clouded title.

M. Jessee noted that the msnmanagenent of the Trust |ands
becanme apparent in the 1970s when | ocal governnments were all owed
to select land from the State for their own use. Wen | ocal
organi zations selected |lands and went to record their title, it
was revealed that nearly 25 percent of the |ands chosen were
Mental Health Trust lands. While the Trust |ands conprised only
one percent of the total State lands, the Trust |ands were
highly desirable and thus accounted for 25 percent of the |ands
sel ected by local entities.

9:13:10 AM
Page 7
Danage Contr ol
% 1978 Legislature redesignates trust |land as general
state | and.
% Mental health income account created to conpensate
trust for |ost revenue.

« Legi sl ature never nmakes any deposits.

M. Jessee reviewed the information on the slide, adding that
within three years of the establishnent of the nental health
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trust income account, officials realized that no deposits were
bei ng made.

9:14: 06 AM
Page 8
Litigation

% Wiss v. State filed as a class action in 1982
al I egi ng breach of trust. Cass broadly defined.

% Al aska Supreme Court rules in 1985 that trust nust be
reconstituted buy only 35% of original |and renains.

% Court injunction freezes all activity on all trust
| and.

M. Jessee relayed that the Alaska Suprenme Court relied on
"private trust principles" in determning that the State had
breached its trust responsibility. The Court identified the
remedy as the return of the lands to the Trust, which was not
"feasible". Since the original |ands could not be returned due
to various fornms of devel opnent, the result was over a decade of
negoti ations, during which tine nmuch of the Iand was "frozen"

9:16: 30 AM
Page 9
Benefici aries Defined
 nmentally ill
% chronically al coholic
% Devel opnental |y di sabl ed

% Suffering fromAl zheinmer's and rel ated denenti as

M. Jessee read the page, adding that the Trust's beneficiaries
were defined in the course of the litigation.

9:16: 58 AM
Page 10

Settlenment Attenpts
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% Specially appointed conmm ssion values trust |and at
$2.2 billion.

¢ 1987, 1990, 1991 - mmjor failed settlenment attenpts
based on percentage of general fund revenues or |and

swaps.
< After the 1991 settlenent attenpt is rejected by Judge
Green, "unholy alliance" of stakeholders gathers to

craft final settlenent package.
M. Jessee overviewed the information.
9:17: 14 AM
Page 11
1994 - Settlenent at Last!

« Designation of 995,502 acres to be managed by a
special unit within DNR
341,421 - subsurface estate
104, 286 - hydrocarbon interest
549,795 - fee sinple

% Appropriation of $200 mllion to a trust fund to be
managed by the Al aska Permanent Fund Cor porati on.

M. Jessee identified the Trust's goal of reestablishing the
mllion acre land trust as initially provided for by Congress. A
diverse group of stakeholders was assenbled to develop a
repl acenent list of one half mllion acres to make the Trust
whol e. These lands would be managed by the Trust Land Ofice
within the Departnment of Natural Resources, and would operate
under trust principles rather than general State |and nanagenent
pri nci pl es.

M. Jessee inforned that the replacenent |ands were not as
valuable as the originally selected properties. The difference
in value was agreed to be $200 nillion which the State
appropriated, and is managed by the Permanent Fund Corporation.
9:19: 37 AM

Page 12

1994 - Settl enent at Last!
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% Creation of the Al aska Mental Health Trust Authority
to act as trustee. Separate appropriations bill for
ment al heal th program

% Conprehensive Integrated Mental Health Program Plan
required.

« Four advisory boards nake budget recommendations to
Trust trustees.

« Comm ssioners (DNR, DOR, DHSS) designated as advisors
to The Trust.

M. Jessee indicated the "nobst inportant” aspect of the
settlenment was the creation of the Mental Health Trust Authority
Board of Trustees, which acts as a trustee of the Trust to
i nprove nental health services throughout the State.

M. Jessee noted the settlement also created an integrated
mental health program by regrouping all of the services offered
by the State into one budget appropriation that included both
capital and operating costs. Additionally, the Departnent of
Health and Social Services (DHSS) was charged with creating a
"“conprehensive integrated nmental health plan". Benchmarks and
performance neasures are reflected in the plan, as the trustees
have placed great value on accountability and a focus on
results. Results are nonitored both in terms of the nunber of
peopl e assisted by a program and the nunber of those people who
remain "better"” after a period of tine. He encouraged Menbers to
exanmine the DHSS Bring the Kids Hone program in terns of the
benchmar ks and programresults.

9:24: 09 AM
Page 13
Trust M ssion Statenent

% The Alaska Mental Health Trust Authority admnisters
the Mental Health Trust established in perpetuity. It
has a fiduciary responsibility to its beneficiaries to
enhance and protect The Trust and to provide
| eadership in advocacy, planning, inplenenting and
funding of a conprehensive integrated nental health
program to inprove the lives and circunstances of its
benefi ciari es.

M. Jessee identified the Trust m ssion statenent.
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9:24:19 AM
Page 14
The Trust Authority Roles

« Oversee managenent of Trust assets.

< Maintain Trust managenent franmewor K.

« Safeguard Annual payout from principal (currently
4.009% .

% Maintai n Budget reserve account.

s Inflation proof principal to preserve Trust for future
generati ons.

« Spend trust incone.

v Separate Mental Health budget bill - recommend to
Governor and Legislature how the State of Alaska
shoul d spend general fund resources.

M. Jessee inforned that the trustees expend a percentage of the
endownent each year. As a perpetual trust, the trustees could
not pay out any of the principal trust dollars, and have
therefore allocated a portion of the funds to a reserve fund

The Trust hired Callan & Associates, a consulting firm which
advi sed that an amount equal to four tines the annual payout be
pl aced in an inconme reserve account to be used in tinmes of poor
mar ket returns. This ensures a consistent |evel of funding and
allows for long-termprojects.

M. Jessee told that at one point, the reserve balance fell to
158 percent from a target of 400 percent. Wen the reserve
reached the targeted 400 percent, the payout would be increased,
and the anobunt paid into the reserve account would increase
correspondingly. The current payout is four percent, and would
likely not increase over 4.75 percent.

9:27.43 AM
Senator Huggins referred to the last bullet on Page 14, and
asked  whet her the  Trust had already communicated its

recommendati ons to the Governor and Legislature for FY0S8.

M. Jessee affirned.
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Senat or Huggi ns asked t he tinme schedul e for t hose
recomendat i ons.

M. Jessee replied that the Trust is required by statute to
provide that information by Septenber 15. He continued that
after the Trustees forward recommendations to the legislature
and governor, and, if either body does not follow the
recomendations of the Board, it nust provide a witten
explanation to the Trustees of why the recommendati ons were not
adhered to. This provides an opportunity for "policy dialogue”
bet ween the two bodi es and the Board.

9:29:54 AM
Page 18
Beneficiaries by the Nunbers:

» 8.5% of Al askans age 18 and over have a Serious Mental
Il ness.

% An estimated one in 10 Al askans over age 65, and
nearly half of those 85 or older have Al zheinmer's
di sease.

s Approximately 11,500 Al askans have devel opnenta
di sabilities.

% 15% of all Alaskans aged 18 to 25 are "heavy

drinkers. "

M. Jessee reviewed the slide, and comrented that the Pioneers
Hones are transitioning to serve the needs of an increasing
nunber of Al askans with Al zheiner's di sease or other denenti a.

9:31:11 AM
Page 19
Focus Area: Justice for Persons Wth Disabilities

s Up to 37% of persons in custody or under supervision
of the Departnent of Corrections suffers from a nental
illness, and 12% have maj or psychiatric disorders.

« This special program is funded in large part by the
AMHTA, and is ained specifically at getting nentally
ill people out of the pattern of repeated petty
crimes.
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M. Jessee revealed that initially the Trustees sought to nake
maj or far-reaching changes to the nental health system \Wen
that approach proved |less effective than desired, the Board
anended their nmethod to focus on five specific areas. These
areas are issues that the Trustees identify as significant, and
they conmt to attend to for an average of four to six years, or
until marked progress i s made.

M. Jessee told that one focus area was justice for persons with
disabilities. He noted that the Departnent of Corrections is the
single largest nental health provider in the State. The Trustees
seek to affect this group of persons in need of nental health
services on three levels: therapeutic and nmental health courts;
opportunities to assist those in custody; and nethods to help
of fenders upon release so they do not return to custody. M
Jessee nentioned that incarcerated persons are now prequalified
to receive Social Security assistance before release from
prison.

9:34: 24 AM
Page 24
Focus Area: Bring the Kids Hone

« Today nearly 700 Alaskan youth receive care at a
Resi dential Psychiatric Treatnent Center outside the
State of Al aska.

% This initiative has been designed to reverse the trend
of exporting young Al askans wth serious enotional
di st urbances.

M. Jessee noted that the Board had coll aborated extensively
with the Departnment of Health and Social Services, and had
“turned the curve" in returning Al askan youth to the state.
Al aska Natives constitute 40 percent of the youths in treatnent
outside of the state, therefore the Trustees have worked in
partnership with tribal providers to serve people within their
system

9:35:13 AM

Page 27
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Focus Area: Beneficiary Project Initiatives

% The Trust conbines financial support wth technical
assi stance options. Beneficial results include:
o The creation of sust ai nabl e or gani zati ons
controlled by the beneficiaries.
o The creation of innovative progranms to better
serve the beneficiaries.

M. Jessee summarized this focus area by stating: "It is not
necessary for people to totally be dependant on governnent-
funded treatnent prograns. People can and do recover, and are
abl e to support each other in that recovery."

9:35:43 AM
Page 29
Wor kf or ce Devel opnent

% A trained workforce is critical to all Trust
beneficiary services. The  Trust is working in
partnership with the University of Alaska, State of
Al aska, service providers, professional organizations
and the Alaska Native Tribal Consortium to develop
strategies to prepare new workforce and to recruit and
retain people in the workforce.

M. Jessee infornmed that workforce developnment is applied to al
of the Authority's focus groups. A shortage of health care
providers exists in the state to offer assistance to those wth
ment al heal th needs.

9:36: 50 AM

M. Jessee played a video for the Conmittee. The following is a
transcri pt of the presentation.

Narr at or:

Many people think that the honel ess popul ation is made
up nostly of alcoholic single nen who just don't want

to work. But the reality is quite different. 1In
Al aska, the average age of a honeless person is nine
years ol d.
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Al aska is one of the wealthiest states in the nation
Yet on any given night approxi mtely 3500 Al askans are
honel ess. People are at risk of honel essness when they
have to choose between food, shelter, and other basic
needs. Al it takes is an unexpected nedical bill to
put someone on the street.

Al askans want to help. In a recent statewde public
opinion survey, 90 percent agreed that we have a
responsibility to help people who need a place to
live.

In Alaska there is a gap between what |owincone
people can afford for housing and what housing
actually costs.

9:38: 04 AM

Dan Fauske, CEQ Executive Director, Al aska Housing Finance
Cor porati on, Departnment of Revenue:

Average cost of a new home in Anchorage, for instance,
is around $329,000. That takes some incone to support
t hat kind of debt.
Even in the rental nmarket, if you're on disability or
unable to work, for whatever reason, you' re not going
to be able to even afford rent.

Nar r at or:
Who is honel ess in Al aska?

9:38: 56 AM

Jeff Jessee:
They're barely making it on the salary that they have,
and it doesn't take nmuch. A car repair, and energency,
a nedical energency, they often don't have health
insurance either. Any sort of additional expense and
t hey are pushed over the edge.

Narrat or:
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| got sick at work, and |
there was nobody there to
worse. | lost ny car.
transportation. | had no i
my children to school.

Narr at or:

More than 3,000 school
i nadequately housed at

school year.
9:39: 55 AM
Barb Dext er, Chil d in Tr
Anchorage School District:

Car ol
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The average age of
old. And we anticipate
because the |argest grow
wi th young children

Comeau, Superi ntendent,

Honel ess kids, if
t hey' re not
the year,

enbarrassed about

they don't do

their

(13)

a honel ess person

Anchor age School

they're noving around a
able to go back to the sane school

si tuati on.

The fact is about 45 percent of Al aska' s honeless are
famlies wth children
9:39:15 AM

Tawnya:
| lost ny job. My nom passed away. | mssed a |ot of
work. And it made it difficult. And so we ended up not
being able to pay our bills. And so we ended up being
honel ess.

Kuya:
| was enployed, working. I'm a single parent wth
three kids. How everything cane crashing down is when

didn't have any |eave, and
help. It went from bad to
So then we didn't have

dea how | was going to get

children who are honel ess or
some time during the 2005-2006

ansi ti on/ Horrel ess pr ogr am

is nine years
getting younger
famlies

that even
ng popul ation are

District:

| ot and
during
of them are
of them don't

Most
A | ot

as well.

02/ 14/ 07



like to talk about it, so they put some kind of
protections around thensel ves.

9:40: 27 AM

Tawnya:

Bar b

Us being in the shelter, actually, ny youngest
daughter has gotten -- we got her first report card
she got all F's. It was very stressful for her. A |ot
of sleepless nights. Didn't know what to do. Didn't
want to do her honework. She regressed really bad.

Dext er:

One of the things that you look at is that children
who experience honel essness are four tines as likely
to have learning disabilities, to have significant
cognitive del ays.

Narr at or:

Honel ess children experience nore nental heal t h
probl ems such as anxiety, depression, and w thdrawal
Children without a hone are also nore likely to suffer
from asthma, ear infections, stonach conplications,
and speech probl ens.

About 14 percent of Alaska's honeless are severely
mentally ill.

9:41: 02 AM

Narrat or:

Nena:

SFC- 06

Nena was honel ess and sl ept on couches at her friends'
house and sonetines on the street.

My nother died and | went through a nental breakdown
and | got sick and lost everything. Had to forfeit ny
condo and ny car. | functioned normally. | functioned
normal ly. | just had auditory hallucinations.
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Jeff Jessee:

W have so many people that have a nental illness or
chroni c substance abuse problem and they cycle in and
out of the psychiatric hospital, in and out of jail

for petty msdeneanors. If they are able to actually
find a secure home and have the support services that
they need, and realize that over time they could
actually remain stable in the comunity, then that's a
I'ife-changing experience for them

Narr at or:

Honmel essness costs Al aska.

Hospitali zati on, i ncarceration, and ment al - heal t h
treatment are just sone of the costs a community nust
bear .

The Federal Governnent provides the lion's share of
housi ng assistance, but it does not adequately focus
on the problens faced by those who are on the brink of
honel essness, or those who have already been forced
out of their hones.
9:42:42 AM
Nar r at or:
How can we hel p?

A major step is the Al aska Housing Trust.

Jeff Jessee:

Well, the Housing Trust is a strategy that nmany states
and other jurisdictions are using now to try to take
our existing housing prograns and target them nore
directly to people that are honeless or at risk of
becom ng honel ess.

Narrat or:
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In 2004, the Governor created the Al aska Council on
Honel essness to address the issue of honel ess Al askans
and those struggling to stay in their hones.

The Council was conposed of representatives of a
nunber of state and federal agencies.

9:43: 33 AM

Dan Fauske:

Wthin that group were eight Commi ssioners, the head
of the Alaska Mental Health Trust Authority, HUD, and
t he Li eutenant Governor.

W nmet nunerous tines and gathered testinony and
information from a variety of participants to gain as
much know edge about the subject of the honel essness
t hroughout the state as we could. What we have arrived
at was <creating a housing trust to help support
honel ess issues and financing for honel essness.

9:44: 43 AM

Narrat or:

SFC- 06

More than 30 states across the nation have created
successful housing trust funds. Housing trust fund
activities that reduce honel essness.

Some of those activities include the construction of
new housing; the rehabilitation of existing housing;
t he purchase of |and; the establishnment of a conmunity
land trust; and the nodification of housing to make it
accessi bl e.

Housing trusts can also provide down paynent and
deposi t assi st ance; rent al assi st ance; t enant
education; case managenent and counseling; financial
counseling; and crisis intervention services.

The Housing Trust will use proven strategies like the
program started in Seattle by the Bill and Melinda
Gates that provided $40 million to build 1500 units of
servi ce-enri ched housi ng.
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Strategies inplenmented through housing trusts in the
| ower 48 have successfully addressed the issues faced
by the honeless. They've also served the needs of
t hose who work but are still at risk of honel essness.

[t's time to nake it work in Al aska.

By using innovation derived from the successful pilot
projects around the state and the nation, the Al aska
Housing Trust seeks to create long-term affordable
housing to reduce honelessness and to help those
struggling to stay in their hones.

The Al aska Housing Trust: Opportunity begins with a
hone.

9:45: 38 AM

M. Jessee shared that the mpjority of housing assistance
funding is allocated to people with an income 70 percent or
above the area nedian incone. This is due to tw factors. The
first is that projects "pencil out better"” if the tenants could
contribute nore noney to the program in the form of rent.
Secondly, honeless people are typically honeless because they
suffer from other problens, including alcoholism or substance
abuse, donmestic violence, or health issues.

M. Jessee explained that a housing trust differed from the
conventional approach in that a housing trust |inks support
services directly to the housing devel opnents. He exanpled the
success of the Gates Foundation, which had reduced the
percentage of school-aged kids who attended nore than two
schools in a year from 25 percent to five percent. He suggested
that revenue generated by the Al aska Housi ng Finance Corporation
could be used to fund a housing trust to address the honel ess
i ssue.

9:48: 25 AM

Co-Chair Hoffrman asked if SB 51, appropriating Mental Health
Trust Authority funds for FY08, is supported by the Trust.

M. Jessee reported that the Authority generally supports the
bill, but noted that a number of recommendations from the Board
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were not included in the current legislation. The Trust would
continue to work with the Administration and the subcommttees
t o address concerns.

Co-Chair Hoffrman asked if M. Jessee anticipated anmendnents to
the bill.

M. Jessee affirmed, indicating his expectation that Governor
Sarah Palin's budget anendnents would contain anmendnents to the
mental health bill.

9:49:17 AM

Senator Dyson nentioned Alaska's problem with "fetal alcohol
spectrum disorder,” and asked if diagnostic services were
avai lable to the Authority's clients.

M. Jessee responded that the Trust had nade progress and was
concluding a five year federal grant program to address the
i ssue. The federal grant had assisted in evaluation services and
the establishnment of prevention prograns. However the funding
would not continue and unless replacenent funding could be
identified, those prograns woul d cease.

Senat or Dyson asked the anpbunt of the federal grant.

M. Jessee understood the necessary level of funding was
approxi mat el y $500, 000.

9:50: 27 AM
Senat or Huggi ns asked the percent of honel ess who were veterans.

M. Jessee was not sure of the percentage, but agreed that many
veterans were honeless. He stressed that a key factor in
mai nt ai ni ng housing for previously honel ess veterans was support
services, as many of them had issues beyond honel essness.

Senat or Huggins asked M. Jessee's opinion of the success rate
of a Veteran's dormitory admnistered by the Veteran's
Admi ni strati on.

M. Jessee characterized the program as "very successful” in the

areas where it provides services, but commented that it does not
address |l ong term needs of the people being served.
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Senator Huggins recalled that the program includes treatnent,
pl acenent in enploynent, and tenporary subsidi zed housi ng.

9:52: 24 AM

M. Jessee concurred, adding that the continuation of services
was where our systemwas "particularly weak".

9:52: 35 AM

Senator Thomas inquired the cost of providing out-of-state
treatment for the 700 youths currently receiving those services.

M. Jessee estimated that cost at $35 to $40 nillion each year.
9:52: 58 AM

Co-Chair Hoffman infornmed that M. Jessee would |ikely be back
before the Commttee during the anendment process.

#

ADJ OURNIVENT

Co- Chair Lyman Hof f man adj ourned the nmeeting at 9:53:11 AM
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