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W TNESS REG STER

TOV OBERMEYER

Staff to Chair Davis

Al aska State Capitol

Juneau, AK

POSI TI ON STATEMENT: Presented an overvi ew of CSSB 107 Version\L.

JEAN M SCHEL, Attorney at Law

Legi sl ative Legal and Research Services Division

Legi sl ative Affairs Agency

Juneau, AK

POSI TI ON STATEMENT: Answered questions about SB 107 and SB 206.

JENNI FER STRI CKLER, Divi sion Chi ef

Di vi sion of Corporations Business and Professional Licensing
Depart ment of Comrerce, Conmunity & Economi c Devel opnent
Juneau, AK

POSI TI ON STATEMENT: O f ered suggestions on CSSB 107.

DI ANE KAPLAN, Trustee

Al aska Children's Trust

Anchor age, AK

PCOSI TI ON STATEMENT: Supported SB 206.

SAMMWE POKRYFKI, Vice Chair

Friends of the Alaska Children s Trust
Anchor age, AK

POSI TI ON STATEMENT: Supported SB 206.

TLI SA NORTHCUTT, Secretary/ Treasurer
Friends of the Alaska Children’s Trust
Anchor age, AK

POSI TI ON STATEMENT: Supported SB 206.

CARLY LAWRENCE, Chair

Fri ends of Al aska Children’ s Trust
Anchor age, AK

PCSI TI ON STATEMENT: Supported SB 206.

CANDACE W NKLER, Chief Executive Oficer
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Child Care Connection
Anchor age, AK
PCSI TI ON STATEMENT: Supported SB 206.

PANU LUCI ER, Executive Director

Al aska Children’ s Trust

Friends of the Al aska Children s Trust

Anchor age, AK

PCSI TI ON STATEMENT: Supported SB 206 and SB 210.

JERRY BURNETT, Director

Admi ni strative Services

Depart ment of Revenue

Juneau, AK

PCSI TI ON STATEMENT: Answer ed questions about SB 206.

ACTI ON NARRATI VE

CHAIR BETTYE DAVIS called the Senate Health, Education and
Social Services Standing Commttee neeting to order at 2:08:02
PM Present at the call to order were Senators John Cowdery,
Fred Dyson, Kim Elton and Chair Bettye Davis. Senator Joe Thonas
arrived soon thereafter.

SJR 18- CH LD PRODUCT SAFETY

CHAI R DAVI S announced consi deration of SJR 18.

2:09: 10 PM
KAT PUSTAY, staff to Senator Welechowski, read the sponsor
statenment for SJR 18.

SJR 18 calls on the United States Consunmer Product
Safety Comm ssion (CPSC) to test the materials used in
toys and children’s products for hazardous chem cal s
like | ead. Over $15 billion worth of toys and
children’s products were brought into the United
States in 2006. In 2007 al nost $10 billion came in
from China alone. In 2007 over half the toy and child
product recalls were due to | ead or chem cal poisoning
hazar ds.

The CPSC i s an independent federal regul atory agency
that was created in 1972 by the Consuner Product
Safety Act to protect the public against unreasonabl e
risks of injury and death associated with consuner
products. Currently the CPSC conducts tests only to

SENATE HES COW TTEE -4- March 19, 2008



determine if a toy presents a choking, aspiration or

i ngestion hazard, but relies on toy and child product
manuf acturers to self-regulate the materials used (and
thus toxicity levels) in their products.

I n essence, the CPSC checks for choki ng hazards but
not the effects of sucking on a pacifier for many
hours a day. Children’s bodies and brains are

devel opi ng and are nore susceptible to the hazardous
i npacts than adults’ so we should do what we can to
limt their exposure.

As many busy parents know, Al askan parents rely on
regul atory agencies to help insure the safety of their
children and rely on the information they give; so we
ask that the Al aska State Legislature urge the CPSC to
i ncrease safety testing on toys and children’s

pr oduct s.

She added that, as Kristin Ryan from DEC [Director, Division of
Envi ronnental Heal th, Departnent of Environmental Conservation]
said | ast week, the U S. Senate passed the Consuner Product
Moder ni zati on Act at the beginning of March, so this resol ution
woul d really support that |egislation in Congress, saying that
Al askans want nore protection for their Kkids.

2:12: 09 PM

SENATOR CONDERY noved to report SJR 18 from conmittee wth
i ndi vi dual recomrendations and attached fiscal note(s). There
bei ng no objection, the notion carried.

2:12:20 PM
SENATOR THOMAS j oi ned t he neeting.

SB 107- NATUROPATHS

CHAI R DAVI S announced the consideration of SB 107. She asked M.
Qoerneyer to explain the changes in the proposed CS

2:13:10 PM

TOM OBERMEYER, Staff to Chair Davis, presented an overview of
CSSB 107, |abeled 25-LS0702, Version \L, an Act relating to
naturopaths and to the practice of naturopathy, establishing an
Al aska Naturopathic Board and providing for an effective date.{
He pointed out that the first section of the bill identified an
addition to the boards under Title 08. Title 08.45, page 2, line
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10 included the Al aska Naturopathic Board. A new section,

08. 45. 003, Section 3, created the board consisting of:
seven nenbers appointed by the Governor. Three nenbers
shall be naturopaths I|icensed under this chapter who
have been engaged in the practice of naturopathic
medicine in the state for at least five years
i medi ately preceding appointnent, at |east one of
whom lives outside the third judicial district. One
menber shall be a l|icensed pharmacist. One nenber
shall be licensed physician. Two nenbers shall be
public nenbers who, in addition to limtations inposed
under AS 08.01.025, nmay not have a direct financial
interest in the health care industry other than as a
consuner of health care services.

MR. OBERMEYER noted that this board was designated in that
section with a chair and a secretary who would serve staggered
terms of 3 years unless renoved for cause; 4 nenbers of the
board would constitute a quorum for transaction of all business
before the board. The Governor “may” consi der i censed
naturopaths who had been nomnated by the Association of
Nat ur opat hi ¢ Physi ci ans.

On page 3, under 08.45.005 Duties of the board, it goes on to
say:
The board shal
(1) establish a list of prescription drugs and
medi cal devices that are consistent with
nat ur opat hi ¢ educati on and practice that may be
prescri bed and adm nistered by a naturopath
hol di ng a prescription endorsenent, and revi ew
the list of prescription drugs and nedi cal
devi ces annual ly and on request by the
depart nent;

This board would review allegations of msconduct, approve
nat uropathic nmedical progranms, adopt regulations necessary to
i mplenent this chapter and conduct hearings on charges of
al | eged vi ol ati ons.

Section 4 reads:
The board shall request the departnment issue a |license
to practice naturopathy to an applicant who provides
proof satisfactory to the board that the applicant has
received a degree from an accredited four-year college
or university, has paid the applicable fees,
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So, the board replaced the departnent in Section 5. In Section
6, a new section was added as to the scope for diagnostic
purposes. It also described the drug endorsenent and, subject to
(c) of that section, the endorsenent to practice mnor surgery.
Begi nning on page 4, line 27 it stipulated that:

(c) M nor surgery may be perforned by a naturopath
| icensed under this chapter only if t he
naturopath has submtted proof satisfactory to
the board that the naturopath has conpleted at
| east 1,200 hours of training in mnor surgery
under the supervision of a licensed physician,
physi cian's assistant, or nurse practitioner.

The restrictions were on page 5, in the practice. They would be
allowed to prescribe prescription drugs only as authorized under
AS 08.45.056; could only engage in mnor surgery as authorized
under AS 08.45.045(b) and (c); and could not use general or
spi nal anesthetics.

MR. OBERMEYER concl uded that the whole point of this particular
draft was to transfer responsibility from the naturopathic
council they had set up, to a formal naturopathic board that
would be responsible for all activities including |icensing,
di scipline, and their current practices.

2:18: 35 PM
CHAIR DAVIS reiterated that this had gone from an advisory board
to a conplete board that could be appointed by the Governor.

SENATOR ELTON referred to page 4, Section 5 of the new conmttee
substitute and said he did not recall a provision for a
tenporary license in previous versions of the bill.

MR. OBERMEYER agreed that he was correct. He thought this was
sonmething Leg Legal decided to do and was not sure as to the
pur pose. He conjectured that it mght be issued if a person had
applied for and was qualified to take the naturopathic exam and
the board was satisfied that the applicant had paid the fees and
net the requirenents; but he was not sure. It appeared to give
the board sone type of | eeway to issue tenporary |icenses.

CHAIR DAVI S said she would |i ke Jean M schel to speak to that.
2:20: 28 PM

JEAN M SCHEL, Attorney at Law, Legislative Legal and Research
Services Division, Legislative Affairs Agency, said she had not
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had a chance to review this bill and asked Chair Davis to give
her a few nonents to do so. She said this version was drafted by
Al phaeus Bul | ard.

SENATOR COMNDERY asked if there was a definition for mnor
surgery.

MR. OBERMEYER answered that mnor surgery was defined on page 6
[ Section 11, paragraph (5)] and neans the use of “(i) operative,
el ectrical, or other nethods for surgical repair and care
i nci dent al to superficial | acerations and abrasions or
superficial lesions and the renoval of foreign bodies |located in
superficial tissues; and (ii) antiseptics and |ocal anesthetics
in connection wth nethods authorized wunder (i) of this
subpar agraph; (B) does not include use of general or spinal
anesthetics, surgery of the body cavities, or specialized
surgery, such as plastic surgery, surgery involving the eyes, or
surgery invol ving tendons, |iganments, nerves, or blood vessels”

2:22:34 PM
CHAIR DAVIS asked if anyone wi shed to provide testinmony on the
bill.

2:23:41 PM

JENNI FER STRICKLER, Division Chief, Division of Corporations,
Busi ness and Professional Licensing, Departnent of Comerce,
Community and Econom c¢ Devel opnent, clarified that establishing
a regulatory board for 44 |licensees was going to be very
expensive for those licensees. Al licensing boards under
centralized licensing 08.01.065 were required to pay their ful
costs through licensing fees; so this could increase their
licensing fees trenendously.

CHAIR DAVIS said that they [the naturopaths] were aware of that
and it was up to themto decide whether to have a board.

M5. STRICKLER said that she had received word from their

investigative unit suggesting that lines 8-9 in section 3 on
page 3 be renoved. If the board were to review allegations,
conplaints etc., and the conplaint resulted in disciplinary

action, the board would not be able to act as the final decision
maker in the case because it could be argued that the board was
tainted. Current statute 08.01.087 provided the departnment wth
authority to conduct investigations.

M5. STRICKLER continued to page 3, lines 18-19, which the
investigative wunit also suggested be renoved because the
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provi sion was already covered in existing 08.45.060, “G ounds
for suspension, revocation, or refusal to issue a license,” and
under 08.45.070, “Disciplinary sanctions”.

M5. STRI CKLER pointed out that the |ast sentence in Section 14,
page 7, lines 21-22, *“the board shall specify the term of
office of each |icensed naturopath and public nmenber appointed
subject to this section” mght not be necessary because the
terms of office were spelled out in the |ines above that, under
the transitional provisions.

SENATOR ELTON said that on page 4, Section 5, the provision for

a tenporary |license read, “the board shall request the
departnment to issue a tenporary |license;” but the way he
interpreted it was that the board “shall” request but the
departnment need not offer a tenporary license. He asked M.

Strickler if his interpretation was correct.

M5. STRICKLER answered yes, that was a possibility. She
continued that in licensing, because the board collected and put
together the application packets, the departnent would perform
the initial screening. If the departnent felt the applicant
could be licensed and there was no need for a tenporary license,
t hey woul d request approval of the board imredi ately rather than
i ssue a tenporary |icense.

SENATOR ELTON assuned a tenporary |license mght be needed if the
board nmet infrequently perhaps.

M5. STRICKLER responded that was correct, however they also
asked boards to review credentials through the mail and tried
not to hold up licensure if possible.

2:29:51 PM
SENATOR THOVAS noved to adopt CS for SB 107, Version \L, as the
wor ki ng docunent. There being no objection the notion carried.

SENATOR THOMAS noticed that the Al aska State Medical Association

still objected to portions of the bill; in their letter of Mrch
19, 2008 they said that naturopaths were not recognized by
Medicare as providers eligible for paynent. He questioned

whet her that was actually the case.
MR. OBERMEYER replied that was true; but if they were granted

privileges through this bill, they would probably apply for
coverage for the additional procedures.
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CHAIR DAVIS said there was a procedure they would have to follow
to be qualified to receive Medicare paynents. She asked whet her
soneone from the departnent would like to coment on that; but
no one from Departnent of Health and Social Services (DHSS) was
avai lable. She agreed wth the deletions suggested by M.
Strickland and said she would |like to pass the bill out of her
conmittee.

SENATOR DYSON asked whether a notion had been made to perform
t he del etions suggested by Ms. Strickler.

CHAIR DAVIS said they had not done so, but Senator Dyson was
wel cone to nmake that notion

MS. STRI CKLER restated her suggested changes: page 3, renoval of
lines 8 and 9; also on page 3, renoval of lines 18 and 19; and
page 7, renoval of lines 21 and 22.

2:35:29 PM
SENATOR DYSON noved the foll ow ng conceptual anmendnent.

On page 3, renove all the material in lines 8 and 9
and renunber appropriately; page 3, renove all the
material in lines 18 and 19; page 7, renove everything
on line 21 after “terns.” And all of line 22.

CHAI R DAVI S asked for any discussion or objection to the notion
on the floor. There being no objection, the notion carried.

SENATOR DYSON asked what next commttee of referral would be.
CHAI R DAVI S thought it woul d be Finance.
SENATOR DYSON asked if there was a conpanion bill in House.

CHAIR DAVIS said a bill mrroring this one was introduced on the
House side a couple of weeks prior.

2:37:15 PM

SENATOR THOVAS noved to report CSSB 107, Version \L, as anended
by the HES committee, from the comittee wth individua
recomendati ons and acconpanying fiscal note. There being no
obj ection, CSSB 107(HES) noved from conmitt ee.

SB 206- CHI LDREN S TRUST GRANT FOR ENDOMWENT

CHAI R DAVI S announced consi derati on of SB 206.
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2:38: 10 PM

TOM OBERMEYER, Staff to Chair Davis, read an overview of the
bill. He said the bill before the comittee should be the
commttee substitute, CSSB 206, |abeled 25-LS1198, Version \E,
an Act repealing the Alaska Children's Trust (ACT), establishing
conditions for a grant of the balance of the Alaska Children’s
Trust, designating certain receipts as available for grants to
the Al aska Community Foundation, and providing for an effective
dat e.

The Al aska Children’s Trust is one of 52 trusts in the
United States created by state statute, territorial

District of Colunbia, to prevent child abuse and
neglect. The Alaska Children's Trust is the second
| argest endownent with about $12 million; over 40 of

the trusts have no endowrent at all, but are dependent

upon annual state allocation and dedicated fund
streans, federal nonies and private funding. Like many
states, ACT receives funds from special request

Children’s Trust license plates; receipts for birth
certificates suitable for display; and heirloom
certificates of nmarriage. Twenty-eight states also
recei ve federal community-based child abuse prevention
program funds. These funds are based on child
population and <child abuse and neglect reports.

Al aska’s annual allotment is about $235,000 and is
matched at 20 percent by the Ofice of Children' s
Services and distributed to the tribes. OCS grantees
in 2007 receiving those funds, served 356 famlies.

SB 206 was introduced to privatize or have a donor-
advised fund wth A aska Community Foundation in
response to concerns by the Board of Trustees of ACT
that the state had not provided consistent staffing;
that investnment policies did not produce the desired
results to increase grant-making; that admnistration
produced a lack of small grass-root grant applicants;
that the trust would be subject to the vagaries and
whi s of changi ng political | eader shi p; and
realization that the tension between treatnent and
prevention is inescapable in a state setting where the
trust was focused on prevention.

As a result, the board commssioned the Gving
Practi ce, a consulting service of philanthropies
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Nort hWwest of Seattle, to provide an independent report
wi th various ways to sol ve persistent problens.

He added that the 69 page report of March 17, 2006 should be in
the commttee nenbers’ packets. It described a nunber of
options: 1) elimnate the trust activities and turn the funds
over to the state; 2) stay with the state wth negotiated
operational and state changes; 3) donor-advised fund with the
Al aska Community Foundation; 4) use the Foraker Goup as fisca
operational sponsor; 5) nmerge wth Friends of the Al aska
Children’s Trust (FACT); or 6) becone a new, independent 501C3
public charity.

The board voted to privatize the trust, that is, to have a
donor-advised fund with the Alaska Conmunity Foundation; the
result was SB 206. Al though the consultant’s report pointed out
that the Alaska Community Foundation and Friends of the Al aska
Community Trust might offer little nore than a shell structure
with limted organizational capacity and nore admnistrative and
funds nmanagenent expenses, the board felt a substantial change
was needed.

MR. OBERVMEYER noted that nmany of the things he had just
described were in the report and were summarized in 1-8 on page
2 of the sponsor statenment. It indicated that in addition to
what he had already described, the portion of the interest
income fromthe Trust released by the Department of Revenue was
relatively small, about $348,000, and limted by statute to a
maxi mum anount. The board felt this inpaired the Trust’'s ability
to leverage its small annual budget to assist efforts in the
state to prevent child abuse and neglect. The board also felt
that, while current staffing by the Ofice of Children’s
Services (0OCS) was wuseful in the flow of information, it
unavoi dably tended to change the goal and priority of the ACT
from prevention to treatnent of those children already suffering
from abuse and negl ect.

Al though Al aska Statute allowed for appropriation of up to
$150,000 from the principal of the Trust annually for operating
expenses, that had not been the practice of the Trust. The ACT
i ncone available for spending in 2004 was $340,689 and in 2005
was $364,000 (per page 14 of the Mirch 17, 2006 consulting
report). Page 15 of the report before the commttee was nore
telling, it showed the surpluses of unspent grant noney
avai l abl e during those years, $42,000 and $82,000 respectively.
The seeming anonmaly of having a surplus could be explained by
the dramatic drop in admnistrative expenses from $117,000 to
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$85,000, to $31,000 in 2005 which tended to indicate that
staffing becane part-time during that period while inadequate
di sbursenents resulted in surpluses. Contrary to the board s
initial contention, the report found actual managenment expenses
charged by the Departnent of Revenue renmined consistently |ow
at about $35,000, or .03 of 1 percent of the $12 mllion corpus.
Managenment fees for Al aska Conmunity Foundation were estimted
at about .84 of 1 percent, a little nore than twice as nuch. He
felt that the anticipated benefits m ght outweigh the costs.

MR. OBERMEYER summari zed that the board of the Alaska Children's
Trust concluded that sonething had to be done to inprove the
performance of ACT to help acconplish its mssion to prevent
abuse and neglect of children. In noving from departnent to
departnment, enployees of ACT had not had the benefit of
institutional nenory in managing this |large endowrent. The
Department of Revenue, while it charged very little for its
services, mght consider the investnent of the corpus of the ACT
a very small part of its operation not requiring a great deal of
its attention. Privatizing ACT through SB 206 was a viable and
perhaps preferred option unless, as suggested by the consulting
group in its final recomendati ons, the state could
satisfactorily address the concerns w thout changing structure.

CHAIR DAVIS indicated that a nunber of people had signed up to
testify on this bill and that a representative from Legal and
Research was on line to answer any questions that mght arise.
She said she would prefer to take public testinony before
ent ertai ni ng questi ons.

2:45: 58 PM

DI ANE KAPLAN, Trustee, Alaska Children's Trust, Anchorage, AK,
began her service as an appointee of Governor Knowes to The
Friends of the Children’s Trust, which was fornmed at
approximately the sane tinme as The Children’s Trust. The purpose
of The Friends of the Children's Trust was to raise noney and do
marketing for the Trust, such as license plates, [heirloom
marriage certificates and the “Mish for Kids” in Fairbanks, as
well as other fundraising activities to build the Trust. After
about 5 years of service, she was appointed to the Trust and was
currently in her second term

The comm ssion was unanimous in its belief that the Trust would
function better outside of state governnent. The consultant
report indicated that it would be optimumto stay with the state
i f accomodations could be made. They spent 2 years working with
the state to do that, but even wth the support of the
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commi ssioners of Education and Health and Social Services, who
were statutory menbers of the Trust, they were not successful
the 7 trustees concluded that the relationship was not working
and that the Trust was unable to fulfill its m ssion.

In terms of raising noney, she said it was very difficult to get
donors to wite a check to the State of Al aska or to any public
body; therefore many institutions used the Al aska Community
Foundation as a way to build public support for public
activities. She cited the Eagle River clock tower project, the
West High auditorium project, the Jessie Lee honme, the Anchorage
Parks Foundation and the Anchorage Library Foundation as
exanples of organizations that worked through the Al aska
Communi ty Foundation to conbine public and private funds for the
good of Al aska.

2:48: 26 PM

SAMWE POKRYFKI, Vice Chair, board nenber, Friends of the Al aska
Children’s Trust, Anchorage, AK, said that they were in
unani nous support of this legislation and appreciated Chair
Davis’ |eadership on it.

2:50: 32 PM

TLI SA NORTHCUTT, Secretary-Treasurer, Friends of the Al aska
Children’s Trust, Anchorage, AK, agreed with Ms. Kaplan that one
of challenges for fundraising for this very worthy cause was
asking donors to give nobney to a state entity. Although the
funds were set up as a 501C3, to raise noney on behalf of the
Trust they had to |let people know the noney raised would go into
the state. As a nenber of +the Association of Fundraising
Prof essionals, her code of ethics required that she could not
ethically take donor’s dollars if she could not follow donor
intent; by putting the noney into the state of Al aska, she | ost
her ability to guarantee that funds would be used as donors
i ntended. That made fundraising efforts very difficult and she
firmy believed that placing the noney into the Al aska Community
Foundati on was the best route.

IRIS MATTHEWS, Program O ficer, Alaska Comunity Foundati on,
Anchorage, AK, made herself available to answer any questions
the commttee m ght have for the Al aska Community Foundati on

2:53:51 PM
CARLY LAWRENCE, Chair, Friends of Alaska Children’ s Trust,
agreed with Tlisa Northcutt’s statenents.

2:54: 30 PM
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CANDACE W NKLER, Chief Executive Oficer, Child Care Connection
supported privatizing the Alaska Children’s Trust. She said her
organi zation had been the recipient of a small grant from the
Al aska Children’s Trust for 3 years and, as a grantee, they were
extrenmely appreciative of the resources from the Trust but had
to admt that the process had been very laborious. Child Care
Connection had quite a few other grants from the state, one of
them for over $1 million, and she said this grant for $15,000 to
$50, 000 had been the nobst |aborious state grant they’d had to
deal with. The first year they received it, it was supposed to
be effective for July and they didn't hear anything back unti
August or Septenmber. First they heard they had gotten the grant;
about a nonth |ater they heard that the anmount had been reduced;
about a nonth later they heard the anobunt had been increased to
the original proposal. So they were into Cctober, over a quarter
of the way through the fiscal year for that grant, by the tine
they actually got the noney. She wasn’'t sure why the process was
so ponderous, but each year they had to wei gh whether the anount
was worth the difficulty of the process. She hoped that
privatizing it would make the process nore efficient and allow
themto | everage nore resources to acconplish their m ssion

2:58: 04 PM

PANU LUCI ER, Executive Director, Alaska Children’s Trust and the
Friends of the Alaska Children’s Trust, said she was new to the
position and was still |earning about the Trust and the granting
process. She thanked Chair Davis and the commttee for the
opportunity to testify and for sponsoring SB 206 and SB 210.

M5. LUCIER said the Friends of the Alaska Children’s Trust was a
501C3 non-profit arm of the Alaska Children’s Trust, whose
mssion was to raise funds for the Trust, to provide outreach
and marketing for the ACT, and to raise awareness of child abuse
and neglect. As a non-profit, FACT accepted contributions from
individuals and from corporations or foundations that were
restricted to non-profit contributions or were seeking a tax
deducti on; however , f undr ai si ng had becone i ncreasingly
difficult under the current structure because the ACT was a
state fund and subject to |egislative appropriation. Donors were
reluctant to contribute to a fund which could not guaranty that
the donors’ intent would be followed; donors did not want to
give to a “pass-through” organization. Funds raised by the FACT
and contributed to the Alaska Children’s Trust went into the
corpus of the Alaska Children’s Trust Fund and could not be used
for programming. The Alaska Children’s Trust was restricted to
granting from just the net earnings of the Fund. FACT was
restricted from making direct grants by all of its
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organi zati onal docunments. The FACT board nenbers struggled with
the ethical inplications of raising noney that m ght not be used
as donors intended. Safeguarding the funds took energy that
could be better utilized on the mssion of related activities.

Wth the privatization of the Alaska Children’s Trust, the FACT
and ACT proposed to nerge into one non-profit organi zation that
woul d take on the functions of marketing, outreach, grant making
and fund raising. This would allow for ethical fund raising and
insured the long-term stability of the fund; allowed for a nore
efficient process for grantees; allowed for fund managenent and
an endownrent nodel ; and insured a nore efficient operation.

The Ofice of Children's Services statistics for Mrch 2008
i ndi cated that over 2,000 children were in out-of-home care and
61 percent of these children were Al askan Native or Anmerican
I ndian. As an Al aska Native herself, the nunbers hit close to
home for her. She had been a volunteer court-appointed special
advocate for 8 years, working specifically with Al askan Native
children in state custody. She stressed that no one organi zation
could fix the problem of child abuse and neglect; it would take
a cooperative effort of state and private entities and, nost
inmportantly, individuals living in conmunities to take ownership
of the problem The state had taken the responsibility of
providing services to children already suffering from child
abuse and neglect. ACT was charged through state statute to
conduct activities that would result in the prevention of child
abuse and neglect through the issuance of comunity-based
grants.

There were several statutory limtations that prohibited the ACT
from maximzing its ability to elimnate child abuse and
negl ect. The current board conposition was too small to neet the
need of providing expertise to lead a nore diverse set of
activities, and restrictions on length and percentage of grant
funding did not allow the flexibility needed to make the nost
efficient use of the Trust and other donor dollars. Wile the
Act was permitted to seek outside funds to add to the Trust, it
did not appear to have the authority to negotiate with those
donors as to how the funds could be wused. The current
adm nistrative structure of the trust within the state was too
burdensonme given its small operating budget and the small size
of gr ant awar ds bei ng of f ered. Smal | comuni t y- based
organi zations that were well poised to offer community-based
solutions were wunlikely to apply under the current process
because of the administrative burden relative to the small size
of the grant awards, which were linmted to $50,000. A nore
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streamlined and sinplified admnistrative structure would
enhance the Alaska Children’s Trust ability to efficiently and
effectively pursue its m ssion

M5. LUCI ER continued that privatizing the trust would expand the
role of the trust from just grant-making to include research,
convening, collaborating, outreach and social mrketing, and
woul d enhance the Trust’'s ability to focus grants in program
areas that had the highest need and showed the greatest pron se
for success. It would allow the Trust to share the information
t hrough outreach and social marketing with all Al askans, not
just those served by funded prograns. Privatization would also
all ow use of trust funds, including the revenue sources fromthe
sale of license plates, marriage and birth certificates, federal
earmar ks, foundation grants, and corporate donations, to conduct
expanded activities as identified above.

She concluded that nost of all, privatization through SB 206 and
SB 210 would help create a nore unified voice to focus on the
m ssion of ending child abuse and neglect in Alaska. The
trustees of the Alaska Children’s Trust with the support of the
Friends of Alaska Children’s Trust recommended to the Governor
and the Alaska Legislature that the Alaska Children’s Trust be
privati zed.

CHAI R DAVI S advised that Jean M schel fromlegal was on line to
answer questions.

3:05:17 PM
SENATOR ELTON asked if the Departnment of Revenue would provide
its perspective on how this m ght work.

3:06: 33 pm

JERRY BURNETT, Director, Admnistrative Services, Legislative
Liaison for the Departnment of Revenue, Juneau, AK, offered to
answer any questions about how they managed the funds and how
this m ght change that.

SENATOR ELTON asked if we did this with any other state
receipts.

MR. BURNETT explained that the Departnent of Revenue invested
t he noney, approximately $12 mllion, retained the principle and
paid the income to an incone account that could be spent, and
charged about .03 of 1 percent of the anount, or $40,000 per
year. He said there were other accounts in state governnment that
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were set up for specific purposes and were managed in a simlar
fashi on, such as the hazardous spill response fund.

SENATOR ELTON said he was thinking of the way the Trust dollars
went into a bucket and was trying to figure out what the process
would be. They managed the trust dollars and reported the
receipts; but he wondered who nmade the decision on the
di sposition of those receipts.

MR. BURNETT replied that the Children’s Trust Board was doing
that for the incone account. Wat would happen with the passage
of this bill was that the noney would be appropriated in another
bill to the non-profit that would be handling it; and that non-
profit would receive receipts that were going into that Trust in
the future. The departnment had no opinion as to whether it was a
good or a bad idea. It represented approximately .005 of 1
percent of the noney they nmanaged in treasury.

SENATOR ELTON asked if +the departnent would report to the
| egi slature the amount of noney available, or if the whole
account would go to [the non-profit].

MR. BURNETT answered that would depend on how the appropriation
bill was witten, but they would identify the avail abl e bal ance
on the date of dissolution of the fund and that would be
avai l abl e for appropriation for whatever purpose the |egislature
chose.

SENATOR ELTON ventured that future receipts from license plates
or heirloom marriage certificates would be collected by the
Department of Health and Social Services (DHSS), which would
tell the legislature how nuch noney had been coll ected and those
receipts could be transferred in a grant to the privatized
Trust.

MR. BURNETT corrected that typically, with a program like that,
there would be a I|anguage section in the budget that would
specify the anount available from those sources that was being
appropriated to [the Trust].

CHAIR DAVI S asked if the nmoney [from those sales] was currently
comng in to the Departnment of Revenue and being transferred to
Department of Health and Social Services.

MR. BURNETT agreed that the noney did cone in to Revenue, and

$150,000 could be spent each year from the principal to
adm nister the program The inconme, which was averaging 7
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percent since inception of the fund, was available for grants

The unused portion stayed in the Trust. One of the issues, aside
from problens of fundraising which had been identified, was that
the fund was managed so that only realized i ncome was avail abl e.
That meant the variation in incone year-to-year was quite |arge.
If they chose to leave the Trust with the state, he strongly
recommended that they change it to an endownent nmanagenent so
t here woul d be an even anount avail able for grants each year.

CHAIR DAVIS said she still didn't quite understand how the
grants were handled. She asked if the checks to the grantees
were witten by the Departnent of Revenue.

MR. BURNETT answered no, they were witten by the Trust.

3:13: 24 PM

JEAN M SCHEL, Attorney at Law, Legislative Legal and Research
Services Division, Legislative Affairs Agency, said she had
concerns about the way the bill was structured. She said she did
the drafting based upon a specific request but there were |ega
i ssues which she thought created unnecessary confusion. One of
those was that they continued to refer, in the license and
heirloom certificate section, to the existence of an Al aska
Children’s Trust Fund that was actually repealed on the |ast
page of Version \E. So there was no Al aska Children’s Trust and
that reference should be changed. She was not sure, as a |egal
matter, whether they could transfer nonies that were donated
under one set of understandings, in this case that the noney was
being handled by a state trust board and being collected for
t hat purpose, to a private organization. She felt there was sone
potential to challenge the transfer. The other question was

whet her the state could continue to accept |icense and heirl oom
certificate fees and hand them over to a private entity. The
bill authorized the state to do it, but she felt it did raise a

speci fic question about whether those fees could be construed as
a tax, in which case they were constrained as to what could be
done with that noney.

M5. MSCHEL was also concerned about Iabeling the Al aska
Community Foundation in statute as the named recipient grantee,
because the state |acked control over the existence of that
foundation. She recomended that they refrain from actually
identifying a specified conmunity foundation in the substantive
provisions of the law, she said there would be no problem with
doing that in the appropriations bill.
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CHAIR DAVIS supposed that they should have sonmeone from the
Attorney Ceneral’s Ofice look at the bill, as there were nore
concerns than she was confortable with. She held SB 206 in
conmittee.

There being no further business to conme before the commttee,
Chair Davis adjourned the neeting at 3:18:54 PM
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