HOUSE FI NANCE COW TTEE
February 2, 2012
1:42 p. m

1:42:11 PM

CALL TO ORDER

Co- Chair Thomas called the House Finance Commttee neeting
to order at 1:42 p.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello
Representative M ke Doogan

Representati ve Bryce Edgnon
Representative Les Gara

Representative David Cuttenberg
Represent ati ve Reggi e Joul e

Representati ve Mark Neuman
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Joseph Masters, Conm ssioner, Departnent of Public Safety
(DPS); Dan Spencer, Director, Dvision of Admnistrative
Services, Departnment of Public Safety; Joseph Schm dt,
Conmi ssi oner, Departnment of Corrections (DOC); Leslie
Houston, Director, Division of Admnistrative Services,
Depar t ment of Corrections; Carmen Cutierrez, Deput y
Comm ssi oner, Depart nent of Corrections; Dr. WIliam
Doolittle, Board Menber, Al aska Ment al Heal th  Trust
Aut hority (AWVHTA); Larry Norene, Trustee, Alaska Mental
Health Trust Authority; Jeff Jessee, Chief Executive
Oficer, Alaska Mental Health Trust Authority; M ke Barton,
Trustee, Al aska Mental Health Trust Authority; Geg Jones,
Executive Director, Ment al Health Trust Land Ofice,
Depart ment of Natural Resources.
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"BUDGET OVERVI EW DEPARTMENT OF PUBLI C SAFETY

1:43: 06 PM

JOSEPH MASTERS, COWM SSI ONER, DEPARTMENT OF PUBLIC SAFETY
(DPS), introduced staff from the departnment. He provided a
Power Poi nt presentation titled "Departnent of Public Safety
Department Overview." He highlighted that DPS was the
primary statewi de |aw enforcement agency; its nission was
to ensure public safety and enforce fish and wildlife |aws
(slide 2).

1:45: 59 PM
Comm ssioner Masters provided a list of DPS priority
pr ogr ams i ncl udi ng, Law Enf or cenent Pat r ol and

| nvestigations, which enconpassed Alaska State Troopers
(AST), Alaska WIldlife Troopers (AW), and speci al
investigative units; Rural Law Enforcenent, which included
the Village Public Safety Oficer program (VPSO and rural
areas; Donestic Violence and Sexual Assault Prograns;
Statewide Public Safety Prograns, which included various
systens and crine |aboratories; resource protection; and,
hi ghway safety (Bureau of H ghway Patrol).

Comm ssi oner Masters enphasi zed that the departnent was the
primary state |aw enforcenent agency (slide 3). He noted
that DPS had a rmuch broader responsibility than providing
direct AST and AW services; it had a statutory nandate

that required it to assist other state, federal, and
muni ci pal agencies related to nmjor crinme investigations
(e.g. homcide, drug and alcohol, and internet crimnes).

The departnent was also responsible for search and rescue
and training; training assistance was provided through the
acadeny in Sitka, the Alaska Police Standards Council, and
other. Statew de inpact was also facilitated by the Al aska
Public Safety Information Network (APSIN).
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Comm ssioner Masters outlined performance indicators on
slide 4. He relayed that AST had responded to approxi mately
115,000 calls for service in the past year in addition to
733 search and rescue calls, and 18 hom cide investigations
(17 of the homcides had been solved). He noted that AST
had solved 51 out of 53 homcides in the past four years.
He addressed rural law enforcenment and its associated key
indicator that dealt with the amount of crimnal activity
cases that were referred to the Departnent of Law (DOL) for
prosecution and whether the nunber was increasing; the
nunber had increased from 31 percent in FY 10 to 36 percent
in FY 11. He discussed that the nunmber of donestic violence
and sexual assault cases accepted for prosecution had
i ncreased from41l percent in FY 10 to 44 percent in FY 11

Representative Gara asked for detail on the neaning of the
increase in accepted prosecutions for rural |aw enforcenent
and donestic viol ence.

1: 50: 09 PM

Comm ssioner Masters replied that the indicator referred to
the nunber of cases investigated by troopers that were
referred to DOL; the preference would be for the nunber to
increase as high as possible. He explained that a nunber of
different itens influenced whether a case was prosecuted
including, the quality of a case, the anount of evidence
obt ai ned, how the case was handled at DOL, the availability
of cooperative wtnesses or victins, and other. The
departnment had a 70 percent target rate for cases accepted
by DOL for prosecution; DPS had started with a success rate
around the 30 percentile and the nunber had been steadily
increasing over tinme. He detailed that the departnent
worked to identify cases that it would not nove forward due
to a lack of evidence, but it did not want to superficially
keep the nunmber low to increase the cases accepted for
prosecution. He relayed that sone agencies submtted al nost
all cases they investigated; whereas, others only submtted
cases that they knew would result in prosecution. He noted
that AST preferred to get DOL involved even in the nmargina
cases.

Representative Gara wondered what prevented the departnent
from reaching its 70 percent target. Comm ssioner Masters
believed that 70 percent was an arbitrary nunmber and not a
realistic one. He stressed that the ability to obtain
evidence and wtness and victim cooperation were
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significantly different between person and property crines.
He elaborated that the national trend was simlar where
property crinmes had higher acceptance rates for prosecution
t han person cri nes.

1: 53: 39 PM

Conmi ssioner Masters continued to discuss DPS performance
indicators on slide 4. He highlighted two significant
i ndi cators under statewide public safety prograns related
to crinme l|lab performance and how quickly evidence was
processed: (1) requests that were processed within 30 days
had increased from 78 percent in FY 10 to 83 percent in FY
11. He believed the departnent's goal of an increase to 90
percent was feasible; (2) requests that took |onger than
120 days to process had decreased from 2 percent in FY 10
to 1.5 percent in FY 11. He relayed that backlogs in the
| ab for sexual assault investigations and evidence did not
go back further than March 2010. Significant inprovenents
had been nmade on property crine backlogs, which currently
went back to 2009. He noted that approximtely 40 percent
of the DNA submitted for property crinmes enabled the
department to devel op suspects.

Comm ssi oner Mast er s identified resource protection
performance indicators (slide 4). He relayed that AW was
responsible for efforts to reduce recreational boater
deaths; there were 12 deaths in FY 11 and 11 deaths in FY
10 (the four years prior to FY 10 had seen decreases in the
deaths). He relayed that wldlife violations constituted
4.9 percent of the overall nunber of contacts AW had with
resource users. He expounded that in 2008 there were 58, 000
contacts and 86,000 contacts in 2011. The nunber of
violations had been decreasing over the years, which
i ndicated a higher adherence to |aws. He discussed a fina

performance indicator related to highway safety and rel ayed
that there had been a 14 percent decrease in the nunber of
fatalities that related to driving under the influence
(DU') conpared to the prior three-year average. The three-
year period had been used in order to avoid artificial

spi kes in one year inpacting the next year's nunbers. There
were 72 fatalities in 2011, 19 of which were suspected to
be al cohol rel ated.

1:58: 12 PM
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Co-Chair Thonmas wondered whether DU's in nmunicipalities
were included in the DPS fatality figures. Conm ssioner
Masters replied that the primry mssion for t he
investigations were fatalities that occurred in AST areas
of responsibility; there were sonme that were jointly
investigated (e.g. DPS would offer assistance on highway
fatalities that occurred in a corridor within a city. In
sonme cases DPS would nost likely do the investigations in
areas such as Wasilla or Pal ner).

Conmi ssi oner Mast er s directed attention to an
organi zational chart on slide 5. The conm ssioner had
primary responsibility for Adm nistrative Services, Al aska
State Troopers, and the Alaska WIldlife Troopers. Deputy
Comm ssioner, Terry Vrabec was in charge of the Crinme Lab,
Fire and Life Safety, Statew de Services, and the Training
Acadeny. The departnent also housed the Alaska Fire
St andards Council, Al aska Police Standards Council, Council
on Donestic Violence and Sexual Assault (CDVSA), and the
Al cohol Beverage Control Board.

DAN SPENCER, DI RECTOR, DI VI SION OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF PUBLI C SAFETY, pointed to slide 6 and nade a
j oke about an eye exam given that the slide title did not
mat ch the nunber of years provided on its chart.

Comm ssioner Masters explained that the chart on slide 6
included a nine-year |ook back for the departnent's total
agency operations. The chart showed that the departnent's
average annual general fund growh rate was 7.8 percent -
the nunber coincided wth the overall average state
department budget growth. Between FY 09 and FY 10 the DPS
average budget increase was approximately one-third of a
percent higher than the overall departnment average due to
efforts by the governor and |egislature to inprove rural
services and sexual assault and donestic viol ence measures.
The primary drivers of the cost over the past several years
were increased personnel (primarily state troopers), VPSO
increases and inprovenents, the changeover from Permanent
Fund Dividend (PFD) felon funds, increases wthin CDVSA,
and sal ary adj ust nments.

Co-Chair Stoltze queried the status of the funding source
for PFD felons. M. Spencer responded that the PFD felon
funds had been sloughed out; funds had been replaced by
general funds. He did not have current data on hand.
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Co-Chair Stoltze was interested in the information because
the issue was related to public protection and victins'
rights.

2:02: 38 PM

Comm ssioner Masters accentuated that the departnment's
ability to deliver services was directly related to having
qualified and skilled enployees (slide 7). He drew
attention to a line chart related to the nanagenent plan
and filled state trooper positions. He relayed that 399 of
the 412 authorized DPS positions within AST and AW were
filled. There were 318 authorized positions within AST and
306 were filled; the nunmber had increased from 257
positions filled in FY 08. Currently 93 out of 98
aut hori zed AWI positions were filled conpared to 82 filled
positions in FY 08.

Representative Neurman believed that the troopers were doing
wel | ; however, he pointed to sone concern fromthe Big Lake
community related to trooper response tine. He had
previously been told that DPS had approximately 30 trooper
positions open. He wondered about the reason and what
neasures had been taken to increase the nunber of
appl i cants.

Comm ssioner Masters replied that it was very difficult to
arrive at the nunber of filled positions. The departnent
had to count each person by name in order to determ ne the
nunber; the exercise had shown that the nunber of vacant
positions was |less than DPS originally believed. For an
undetermined reason DPS had a nore difficult time
recruiting for specific positions particularly in 2010 and
part of 2011. He believed the nunber was picking up; eight
new enpl oyees had been hired and five nore were expected in
April as a result of a lateral hire. He conmunicated that
DPS was currently receiving applications for the fall 2012
acadeny. He estimated that there was currently a 75 percent
i ncrease in the nunber over prior years.

2:06: 54 PM

Representati ve Neuman asked about current trooper retention
conpared to past years. Conm ssioner Masters believed that
t he nunber of positions had remained relatively stable and
that the turnover rate had not been high. He noted that
there had been sone departures as a result of disciplinary
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actions or internal investigations. Several enployees had
| eft for personal/fam |y reasons, but there had not been a
recent "exodus" of enployees leaving in search of better
j obs, higher pay, or inproved benefits.

Comm ssioner Masters addressed a historical |ine graph
indicating that 58 out of 59 court service officer (CSO
positions had been filled in FY 12 (slide 8). He detailed
that the positions provided critical court system security.
Additionally, the positions had noved 62,000 prisoners,
served 23,000 wits, and 10,000 warrants. He expl ai ned that
CSCs all owed troopers to concentrate on other high priority
work. Slide 9 included a historical chart related to VPSO
positions. He stated that the |egislature had been working
closely with DPS to ensure that the VPSO program was
revitalized and supported. As of January 1, 2012, 96 of the
112 authorized positions were filled in 76 comunities.

Representative Gara asked whether the governor's plan was
to add 10 VPSO positions per year over the course of a 10-
year peri od. Comm ssi oner Masters replied that t he
governor's plan was to add 15 VPSGs per year for a 10-year
period; the plan was currently in its third year.

Representative Gara agreed that the VPSO program should be
expanded in order to protect crine victins in comunities.
He wondered whether the rate could be accelerated to nore
than 15 new positions per year. Conm ssioner Masters
explained that 15 new VPSO positions per year was the
maxi mum growth the departnment could handle. The limtation
was not necessarily based on training, but on the ability
to identify and receive applicants. Currently non-profit
organi zations were the primary recruiters and were worKking
wth comunities to ensure that infrastructure to support
the officers existed. He equated the situation to a three-
| egged stool that included DPS, non-profits, and the
comunities, whi ch provi ded day-t o- day gui dance,
infrastructure (e.g. offices and holding cells), equipnent,
and other. There were currently communities willing to have
VPSCs that did not have the appropriate infrastructures or
financial ability in place. The departnent was providing
help with itens such as grant witing for federal prograns
such as the Conbined Tribal Assistance Solicitation; DPS
was also looking at wutilization of funds to provide sone
assistance to help put heaters in offices and the
rudimentary level of equipnent for holding cells. He
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reiterated that there were a variety of reasons that the
maxi mum | evel renmained at 15 per year.

2:13:58 PM

Commi ssioner Masters reiterated the inportance of the VPSO
program A University of Al aska Anchorage Justice Center
study showed that serious physical injury resulting from
felony assault was reduced by approximately 40 percent with
the presence of VPSGCs. Additionally, the acceptance for
prosecution rates for sexual assault had been increased by
3.5 times even though VPSGOs did not investigate sexual
assaults. Donestic violence cases that were prosecuted al so
increased 2.5 tines. He informed the commttee that VPSGCs
had responded to over 7,000 cases in the past year; the
nunber woul d increase in upcom ng years.

Represent ati ve Edgnon wondered how many of the 7,000 cases
the prior year had been related to alcohol. Conm ssioner
Masters believed the nunber was around 80 percent or nore
related to crimnal cases.

Conmi ssioner Masters turned to slide 10 titled "FY2012
Increnments.” The first increnment funded three new troopers
for VPSO support; duties included nentorship of VPSGs,
mentorship of comunities with VPSGCs, and work with non-
profits to ensure that the program was running correctly.
Al three of the positions had been filled and were | ocated
in Bethel, Kotzebue, and Fairbanks. The proposed FY 13
budget included funding for one trooper position for every
15 VPSO positions. A new investigator and crimnal justice
t echni ci an for i nt ernet crines agai nst chil dren
investigation had been hired in FY 12. Funding had been
provided in FY 12 for a new trooper post that had been
established in Selaw k; troopers assigned to the post would
be permanently based in the comunity as of February 15,
2012. The budgeted public safety emergency comrunications
coordinator position had been filled. As of January 1,
2012, 10 of the 15 authorized VPSO positions had been
filled. A $50,000 funding increment to the Al aska Police
St andards Council was included in FY 12 for child forensic
interview training; the training was currently in the
devel opnent phase and the departnent expected to expend the
funds by the end of the fiscal year.

Comm ssioner Masters pointed to FY 12 CDVSA increnents on
slide 11. He noted that the mpjority of funding went to

House Fi nance Conmmittee 8 02/ 02/ 12 1:42 P. M



subgrants for CDVSA ongoing prograns. He |ooked at the
primary proposed FY 13 increnments on slide 12. Increnents
included funding for the AST position for VPSO support
(corresponding to the plan for 15 new VPSGs per year); the
position was currently intended to provide support in
Sout heast. Another increnent would go to AW for a civilian
pilot and operating costs for a turbine helicopter that
would be stationed in the Interior for [|aw enforcenent
response and search and rescue. A proposed $500,000
i ncrenment woul d expand on existing VPSO funding to provide
inmportant VPSO and Village Police Oficer (VPO training
that would enable the officers to neet APSC certification
requi renents. He added that VPSO training was currently
APSC certified, but it did not neet the m ninum standards
to fulfill the requirenents for basic police officer
certification. He explained that DPS had a statutory
responsibility to assist agencies with |law enforcenent. He
el aborated that there were currently 125 VPGCs in 49
communities who were hired by villages (subdivisions of
state governnent). Mst VPGs had little training; some had
received two weeks of training through a Departnent of
Justice grant that was no |onger available. The proposal
would integrate VPSO and VPO training, which would be
provided in the Sitka acadeny and in regional hub areas
such as Bethel. The slide also included an increment for a
facilities maintenance position at the new crine |aboratory
facility.

2:22:04 PM

Comm ssioner Masters pointed to proposed CDVSA FY 13
increnents on slide 13. The increnments listed only related
to DPS requests and not those included in the governor's
initiative.

Representative Doogan referred to the departnment's FY 13
budget book and surm sed that there had been a significant
anount cost-shifting from federal to state funds.
Comm ssioner Masters replied in the affirmative; several
requests had been made as a result of dimnishing federal
funds. Anmerican Recovery and Reinvestnment Act (ARRA)
funding through the Justice Assistance Gants would be
di scontinued in the mddle of FY 13. Currently ARRA funds
paid for a DOL prosecutor and six investigator positions
focused on investigations related to sexual assault, sexual
abuse of mnors, and internet crinmes against children. He
noted that the governor had approved very few full-tine
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positions that were attached to the federal funding; the
expectation at the start was that the positions would
initially be funded by the federal noney and would
eventual |y be funded by state general funds.

Represent ati ve Doogan observed that the DPS had the highest
occurrence of cost-shifting out of all state departnents.
He requested an explanation of all of the shifts that had
been made. He noted that several legislators had been
sendi ng departnents the nessage that they should not expect
federal funds to be repl aced.

2:25:53 PM

Co-Chair Stoltze believed that when the positions had been
created it was understood that the state would take
advantage of the federal funds until it had to take over
the financial responsibility.

Representative Doogan clarified that he had not neant to
guestion the nerits of the nunbers, but only to ascertain
what cost shifting was occurring.

Representati ve Neunan asked whether |ife saving mneasures
were in place to respond to catastrophic events (e.g. a
pl ane goi ng down in Cook Inlet).

Comm ssioner Masters explained that the primary responders
to a catastrophic event in Cook Inlet would be the
Municipality of Anchorage and the Departnment of Mlitary
and Veteran's Affairs energency managenent group; DPS would
primarily act in a supporting role to provide resources and
personnel. He believed the state would benefit by noving
forward on inproved planning with the nmunicipality and the
Ted Stevens International Airport. He did not think current
plans were deficient, but that there was room for
i mprovenent .

2:29: 19 PM

Co-Chair Thonmas noted that the committee had been telling
departnments and school districts that ARRA funds woul d not
be replaced wth general f unds. He would have a
conversation wth Co-Chair Stoltze about the proposed
increnment that could fall under a different circunstance.
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Co-Chair Stoltze explained that the state had a comitnent
to the progranms and had saved noney by supplanting sone of
the costs with federal funds.

Co-Chair Thomas stressed that the commttee had been firm
[in its nmessage to departnents]. Conm ssioner Masters
understood the conmmttee's goals and would help provide
information on determning priorities.

M. Spencer added that when ARRA funds had been discussed

with the legislature, DPS was the only departnent that had
recei ved authorization to pay for positions with the funds.

2:31: 11 PM

Comm ssioner Masters reviewed the status of current year
acconplishnents on slide 14. He discussed that the
construction and conpletion of a new crinme lab was on
schedul e and on budget with an expected conpletion date of
approximately June 2, 2012. There were two ongoi ng projects
at the Public Safety Acadeny, (1) was an addition that
woul d allow the program to cook for and feed students in-
house and (2) was the devel opnent of an energency vehicle
driver training track in Sitka. There was a successful
Village Crine Reduction Program in rural Al aska where the
department worked with AST and other agencies. He briefly
referred to acconplishments in rural Alaska related to
troopers and VPSGCs.

Comm ssioner Masters spoke to mmajor challenges that were
before the departnent (slide 14). The |oss of federal funds
was one key challenge. The departnent had received a 10
percent federal Justice Assistance Gant penalty for non-
conpliance wth federal Sex Ofender Registration and
Notification requirenments; the penalty was expected to be
between of $65,000 to $90,000. Additionally, DPS was
working with the National H ghway and Traffic Safety
Adm nistration and the Alaska Hghway Safety Ofice
regardi ng avail abl e Bureau of H ghway Patrol funding.

2:33:27 PM

Comm ssioner Masters spoke to the departnent's ten-year
operating plan, which included sonme of the primary rel evant
i ssues facing the departnent.

House Fi nance Committee 11 02/ 02/ 12 1:42 P. M



Representative Costello asked about the nature of the
nonconpliance wth the Sex Ofender Registration and
Notification system Comm ssioner Masters enphasized that
Al aska had a very robust sex offender registration |aw and
he believed it was doing well in the area. The state had a
two-tiered system that included a lifetine or 10-year to
15-year registration requirenent, whereas, the federa
governnment had a slightly different three-tiered system
The federal governnent also required juveniles to register,
but Alaska did not. Additionally, federal law required an
in-person registration requirement; Alaska did require an
initial in-person registration, but the requirenment did not
apply to re-registration. The cost of conpliance would be
approximately $1 million to $1.3 million per year.

Representative Costello queried whether DPS planned to
continue to pay the fine or neet federal conpliance in the
future. Conm ssioner Masters clarified that the penalty was
not a fine; it was a w thholding of 10 percent of Justice
Assi stance Grants. H's intention was to work wth other
i npacted departnments such as the Departnent of Law and
Department of Health and Social Services; the concentration
would be on itens that made sense and related to public
safety. The departnment would continue to debate wth
Justice Assistance its opinion related to whether or not it
was in substantial conpliance with requirenents.

2:36: 29 PM

Representative Edgnon stressed the inportance of VPSOs to
i solated communities. He asked whether there was a sunmary
of all the current donestic violence prograns provided by
state departnents. Conm ssioner Masters replied that the
governor's office had conpiled docunents related to
Governor Parnell's Choose Respect initiative, but they did
not enconpass every piece across departnents. He offered to
follow up with the docunents.

Co-Chair Thomas equated efforts to conbat donestic viol ence
to fighting a forest fire. He asked DPS to follow up with
information on the total cost spent across departnents used
to inprove the problem He wondered whether or not enough
funds were allocated to the issue.

2:38: 57 PM
AT EASE
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2:47:07 PM
RECONVENED

ABUDGET OVERVI EW DEPARTMENT OF CORRECTI ONS

2:47: 20 PM

JOSEPH SCHM DT, COW SSI ONER, DEPARTMENT OF CORRECTI ONS
(DOC), introduced departnent staff. He discussed that he
pl anned to provide a department overview including trends,
core services, performance neasures, and budgetary itens.
He pointed to a PowerPoint presentation titled: "Al aska
Department of Corrections FY 2013 Overview." The DOCC
m ssion that had been witten in 2008 was to enhance the
safety  of the state's communities, provi de secure
confi nement, reformative prograns, and a process of
supervi sed comrunity reintegration (slide 2). He relayed
that the departnent's core services were derived fromits
m ssion statement and included secure confinenent and
reintegration.

Comm ssioner Schm dt detailed that one of the departnent's
long standing targets was the nunber of correctional
officer positions filled; the item remained part of the
approach, but the focus had shifted from the end target of
no escapes to how to achieve the goal. He noted that the
topic of no escapes would be discussed later in the
presentation; there had been one escape in January 2011,
but the conviction had not taken place wuntil July;
therefore, it would appear in the FY 12 data.

Conmmi ssioner Schmdt nmoved to slide 3 titled "DOC at a

A ance." Alaska was one of six states that operated as a
unified correctional system which neant that it oversaw
all msdeneanants and felons; in states that were not

unified, the state was in charge of sentenced felons and
counties, nunicipalities, and sheriff departnments were in
charge of m sdeneanants and unsentenced fel ons. He
expl ai ned that when conparing itself to other states it was
inportant to take the type of system into account. He
relayed that in 2010 DOC had conducted 38,000 offender
booki ngs of 22,000 individuals; people were often booked
nore than once. He expounded that 4,300 of the bookings
were classified as Title 47s or non-crimnal conmtnents,

which constituted a 12-hour hold; individuals who were
brought in due to danger of exposure to the elenents fell
into this category. He furthered that there were
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approximately 6,000 offenders in prison and approxinmately
6,000 offenders on probation or parole. He added that
Alaska's DOC ratios were fairly close to those of other
uni fi ed states.

Comm ssioner Schmdt reported that 96 percent of the
departnment's positions were filled; there were currently
1,511 staff. There were 12 facilities statew de and one
out-of-state facility in Hudson, Colorado. The Colorado
facility had capacity for 1,050 and currently housed 1,048
inmates. There were 13 field probation offices, 15 regional
jail contracts, 6 conmunity residential centers (halfway
houses), and el ectronic nmoni tori ng progr ans in 7
communi ties.

Representative Joule referenced regional jails and asked
about progress on the Kotzebue contract jail. Conm ssioner
Schmdt would follow up with the comrittee following a
February 7 neeting on the topic. He added that the
departnment wanted to find novenent where it could on the
issue and to make things work. He furthered that many
budgetary issues had been worked through, but that sone
guestions still renai ned.

2:52: 01 PM

Comm ssioner Schmidt pointed to DOC core services on slide
4. Core Services included providing secure confinenent;
there were 12 in-state correctional facilities wth a
maxi mum bed capacity of 3,840 beds. He noted that capacity
was divided between maxi num and general. Maxi mum capacity
was determined by taking all general population beds and
half of the special-use beds (e.g. segregation beds or
other). He noted that it was preferable to have sone |eve

of enpty beds to prevent having "to nove soneone to nove
sonmeone”; sonme facilities were conpletely full on occasion
(e.g. Bethel and other locations). He reiterated that the
out of state Hudson, Colorado contract was for a maxi num of
1,050 inmates. He explained that as the departnent becane
closer to opening the new Goose Creek Correctional Center
(GCCC), inmates would begin comng back in the second or
third quarter of the next fiscal year. Once additional
progress had been nade on the facility it was |ikely that
sonme instate inmates would be noved into GCCC because the
state was at its maximum capacity in the Colorado facility.
Col orado had laws designating the type of prisoner that
could be sent to its prison; therefore, Al aska was "getting
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tight" on who it could send; the state was pushed into
sending shorter term prisoners to the out-of-state
facility, which resulted in a transportation and a reentry
probl em because prisoners did not get back to Alaska in
time for reentry services.

Co-Chair Stoltze asked whether there were other contract
facilities and if so how nmany. He referred to a police
officer who had been convicted of "heinous crines" and
surm sed that he would not have been placed in a genera
prison population. Conmm ssioner Schm dt responded that
there were currently 17 prisoners in contract prisons out
of state.

Co-Chair Stoltze wondered where the contract prisons
appeared in the budget.

LESLIE  HOUSTON, DI RECTOR, DIVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF CORRECTIONS, replied that the
budget item was included in the out-of-state contract
conponent along with the Colorado contracts. The budget
item was approximately $24 mllion; $23.4 mllion was for
the Colorado contract and the remainder paid for the

additional wvarious contracts. She elaborated that in
addition to high profile prisoners, there were sone
seriously ill prisoners who were housed in a special needs

prison in Shelton, Washington.

Conmi ssi oner Schm dt continued to discuss core services on
slide 5. In relation to the departnent's "provide
supervi sed release" strategy, there were six conmmunity
residential centers (halfway houses) wth 789 beds. He
noted that halfway houses allowed for housing, enploynent,
and sober support, which were the nost inportant itens when
it came to an individual's reentry into the conmunity; the
chance of recidivism was greatly increased if one or nore
of the itens were not addressed. O fenders were not placed
in halfway houses because they were |ess expensive than
jail beds; they were used as an appropriate neasure to
provide reentry service and additionally helped to reduce
overcrowding issues in jails. The departnent housed 13
regional adult probation offices, and 7 communities wth
el ectronic nmonitoring with the capacity to support up to
385 offenders; the success rate was approximtely 90
percent. The electronic nonitoring had been expanded and
was currently beginning in Barrow, the service had been
used wth 130 offenders in 2008 and was currently
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supporting 350 offenders. The current budget would use
program receipts to fund a couple of staff positions; the
goal was to increase the nunber of offenders on electronic
nmonitoring to approximately 380. He added that the program
was very inexpensive to operate.

2:56:45 PM

Comm ssioner Schm dt addressed DOC reformative prograns
i ncl udi ng, subst ance abuse treat ment, sex of f ender
managenent , vocat i onal educati on, educati on, donmestic

viol ence, faith-based reentry, and nental health services
(slide 6). The departnent's studies showed that 92 percent
of people in custody had issues wth substance abuse. He
noted that a person's substance abuse problem was not
al ways the reason they conmtted a crinme. He relayed that
DOC had a sex offender managenent program at the Lenon
Creek Correctional Center in Juneau and was hoping to
i npl ement another program in a location that had not yet
been disclosed. He furthered that DOC had inplenmented an
i nnovative treatnent program in the Bethel halfway house;
the program hel ped prevent offenders from being "trapped"
in Anchorage on a waiting list. He added that the
department was considering expanding the nodel to donestic
vi ol ence.

Representative (Gara wondered whether substance abuse
treatment prograns were offered for different tine periods
(i.e. 30 days to 6 nonths) based on prisoners' needs.
Comm ssioner Schmdt deferred the question to Deputy
Comm ssioner Carnen Qutierrez. He noted that the average
pri soner stay was between 120 and 160 days. In the past the
departnment had one long-term program that had been
shortened to 6 nonths; any new prograns were between 90 and
150 days in order to bring them into alignnent with the
average prisoner stay.

CARMEN  GUTI ERREZ, DEPUTY COW SSI ONER, DEPARTMENT  OF
CORRECTI ONS, answered that the treatnment prograns were not
one-si ze-fits-all. She explained that there were two
separate treatnment prograns that were provided based on
inmate risk assessnent and substance abuse assessnent
screening: (1) a 90-day program for short-term treatnent
and (2) a program at Highland Mountain fenmale prison and an
out-of-state Residential Substance Abuse Treatnment (RSAT)
program in Colorado that lasted six nmonths or nore. The
goal was to coordinate the treatnent to end close to the
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time of an inmate's release date. There were after care
prograns available in Anchorage and Fairbanks, given that
research showed that after care increased the effectiveness
of the treatnent prograns.

Representative Edgnon shared that he along wth other
conmittee menbers had toured the Goose Creek Correctiona
Center in October 2011. He observed that half of the
facility was built to house prisoners and the other half
was to provide special prograns. He wondered how nuch the
new facility would increase the departnent's statew de
capacity to inplenment treatnment programs (i.e. front-end
services/the "Jerry Madden" nodel).

Comm ssioner Schmdt replied that GCCC would allow for sone
i ncreased program capacity. Prisoners incarcerated for nore
than one year would probably be sent to a facility such as
GCCC and back to a facility near hone when they neared the
end of their stay (with treatnment needs already net). The
departnment was currently using the Colorado facility in the
sane way; with the opening of the new facility there would
be a great increase in-state, but inclusive of the Col orado
facility it would not be a great increase overall. The
departnment was currently assessing how large the program
pl an shoul d get; there was capacity for approximtely 1,000
per year. Crimnality had not been solved but recidivism
rates had been reduced as a result of treatnment prograns.

3:03:22 PM

Representative Edgnon surmsed that the additional space
that GCCC woul d provide would enable room for progranms such
as vocational education and other that had not been
possi ble before. Comm ssioner Schmdt responded in the
affirmative related to vocational education.

Ms. CGutierrez added that the goal of GCCC was to provide a
living environnment where prisoners were required to accept
responsibility for thenselves; they would be required to
get neals, nedications, mail, and other. To the fullest
extent possible the prisoners would be enployed; the space
woul d allow the departnent to offer a variety of vocationa
education programs that would provide prisoners relevant
job skills to use upon their release. The departnment was
currently working to identify the nost appropriate
vocational training for the facility.
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Conmi ssioner Schmidt directed attention back to DOC core
services on slide 6. He touched on educational prograns and
the inportance of General Educational D plomas (CGED). He
listed other prograns including donestic violence, faith-
based reentry, and nental health services. He relayed that
18 percent to 20 percent of the prison population was
chronically nentally ill.

Representative Joul e observed that frequently a court order
required prisoners to conplete substance abuse, donestic
vi ol ence, sex offender, or other treatnent prograns; until
recently treatnment services had not been available in
Al aska's prisons. He discussed that prisoners released in a
| ocation other than their comunity who were required to
conplete a treatnent program to fulfill a court order were
often faced with needing to find finances to pay for their
travel home. Many famlies did not have funds to pay for
travel; therefore, individuals were placed in precarious
positions. He wondered whether the issue had been sol ved.

Comm ssioner Schm dt agreed that the issue was a problem
He relayed that the departnent was proud of the Bethel
nodel [where offenders were provided treatnent in a halfway
house]. He stressed that when individuals were released
away from home without the required treatnent the risk of
re-offense while waiting to get into treatnment was close to
100 percent because housing, sober-support, and jobs were
not an option. An expansion of the Bethel nodel to other
comunities would help solve the problem when treatnent in
prison was not an option.

Ms. Qutierrez added that DOC was aware of the untenable
situation facing rural Al askans who were released from
custody with court order conditions that nmade it inpossible
for themto return to their comunities. She expounded t hat
t he departnent enployed one probation officer who worked on
rel ease plans; the officer <contacted comunities to
determ ne whether it was safe for an individual to return
while waiting for admttance into a treatnent program
Oten tinmes it was not possible for a person to return hone
safely because a victim may reside there or due to a |ack
of support or other. She elaborated that when the
i ndividuals ended up in an urban area (e.g. Anchorage or
Fairbanks) with no support or experience, they typically
ended up in a honeless shelter and reoffended for drinking
or other; at that tinme an individual was placed back into
custody and was put at the bottom of the waiting list for
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treatment. In order to address the serious problem the
departnment had increased the nunber of conmunity providers
particularly for sex offender community-based treatnent;
the previous wait for treatnent in Anchorage had been one
year, but it was currently down to 30 days. She furthered
that in some other communities there were no |onger waiting
lists.

3:10: 59 PM

Comm ssioner Schm dt followed up that the departnent would
ook into purchasing plane tickets for former innmates
following the conpletion of the required treatnment program

Representative Neuman asked for detail on any current
vocational education prograns that were offered in prisons
t hroughout the state. He wondered about the percentage of
i nmat es who were provided the opportunity to participate in
the prograns. Conm ssioner Schmdt would get back to the
commttee with the information.

Representative Neuman asked how many facilities offered
vocati onal education. Ms. Cutierrez replied that there were
no vocational training prograns at facilities that were
primarily pretrial (e.g. the Anchorage Conplex); however,
the majority of the facilities housing sentenced offenders
had prograns. She detailed that the Palnmer facility had a
carpentry program Additionally the departnent was working
on creating a welding program (sinmlar to one offered in
the Colorado facility), there was a snall engine repair
program in northern Alaska, a net nending class in two
institutions for fi sher nmen, a mterials nmaintenance
program and other. She relayed that the prograns were all
listed on the DOC website; the departnent would provide the
commttee with a conprehensive programli st.

Comm ssioner Schmidt pointed to nental health services
offered by the departnent. There were approximtely 1,200
new referrals per nonth statewde; 42 percent of the
prisoners were nental health trust beneficiaries and 18
percent to 20 percent had chronic illnesses such as bipol ar
di sorder or schizophrenia. He believed that the departnent
was t he biggest nmental health provider in the state.

Representative Gara asked whether there would be a materi al
i nprovenent in any of the treatnent prograns when conparing
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the <current Colorado facility wth the Goose Creek
facility.

Ms. Qutierrez replied that the RSAT program in Col orado was
very high quality; it was the departnent's goal to have
superior vocational education and faith-based re-entry
progranms. Currently DOC was not considering a sex offender
treatment program at GCCC and there was not an existing
program at the Colorado facility. The agency believed that
overall Goose Creek would provide greater services to a
greater nunmber of inmates.

Representative Gara asked whether any other programs would
be superior at Goose Creek aside fromvocational education.
Ms. CQutierrez answered that education would also be
superi or. She explained that currently the Hudson
Correctional Center was not obtaining the nunber of GED
graduates that were achieved in the in-state prison system

Comm ssioner Schm dt addressed performance indicators on
slides 7 through 9. The departnent worked to achieve
secured confinenment with no prison escapes; there had been
one prisoner convicted of escape in the beginning of 2012
Anot her goal was to decrease the nunber of special incident
reports; the reports were filed when inmate m sbehavi or was
above and beyond normal levels (e.g. staff were harnmed or
anot her prisoner was harned). He detailed that the nunber
had decreased from 70 incidents in 2009 to 66 in 2010.

Comm ssioner Schm dt highlighted supervised release goals
on slide 8. The departnent was working to increase the
percent of probationers and parolees who satisfy their
court ordered conditions of release. During FY 11 1,820
of fenders were discharged and 48.5 percent net requirenents
established by ~courts; the statistic had not been
calculated in the past and DOC hoped to inprove the nunber
the following year. The new statistics were ained at
hel ping the departnent identify areas that needed
i mprovenent. Efforts were underway to reduce the crimna
recidivism rate; according to a 2007 judicial counci

study, recidivism was defined as a person who reoffended
within three years of their release date. He furthered that
currently the first participants in the program plan had
been out of jail for two years; the nunber would be nore
meani ngful the follow ng year for conparison purposes. The
percentage of felony offenders re-incarcerated within three
years had been decreased from 50 percent in 2007 to 49
percent in 2008. He noted that the people released in 2008
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marked the beginning of the program therefore, the
department expected the nunber to decrease when data was
avai lable in the future.

Conmi ssioner Schm dt discussed reformative prograns on
slide 9. The nunber of offenders who conpleted an
institutional or community based substance abuse treatnent
program i ncreased from 424 in FY 10 to 719 in FY 11. Under
a containnent managenent program the nunber of sex
of fenders who received a polygraph [while on probation]
increased from 383 in FY 10 to 454 in FY 11. Sex offenders
were contained and nodeled and the departnent worked to
make sure that behavior was not repeated.

3:18: 34 PM

Comm ssioner Schmdt continued to discuss reformative
prograns on slide 10. He addressed work to increase the
nunber of offenders who receive a GED while incarcerated,
the nunber had gone from 247 in FY 10 to 254 in FY 11. He
remar ked that the nunmber had been in the 180s a couple of
years earlier and that the departnment was proud of the
i mprovenent . | nmat es who conpl et ed t he faith-based
rehabilitative program had increased from36 in FY 10 to 44
in FY 11. He communicated that the faith-based prograns
were not scientific; therefore, performance data was
difficult to conpare with other prograns.

Comm ssi oner Schm dt pointed to DOC goals (slide 11), which
i ncl uded, protection of t he publi c, reducti on of
recidivism delay the need for the construction of a new
prison for sentenced offenders (he pointed to talk that
Goose Creek would cost $50.5 million per year. Every year
the departnent could put off running another facility was

another $50 nillion not spent on incarceration), ensure
that incarcerated offenders spend their tinme in custody
producti vely, and work collaboratively wth outside

st akehol ders to achieve the goals (e.g. work with Anchorage
police, the Departnent of Health and Social Services
(DHSS), and other). He noted that DOC had revanped its
i nternal nedical system

Comm ssioner Schmidt directed attention to challenges on
slide 12. The departnment worked to neet operational needs
around the clock; it did not have control of who cane in
the door or over inmates' health. He stressed that DOC
needed to stay dynam c and nake fiscal changes as needed on
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an annual basis. He reiterated the inportance of comunity
based resources that offered sober support, housing, and
enploynent to released offenders. He relayed that M.
Gutierrez worked wth conmunities to locate different
resources and on the five-year reentry plan; 95 percent of
of fenders would be released into communities and the nore
the public was involved the better. He touched on the need
to conduct necessary nmaintenance on aging facilities.
El ectronic records were inportant as DOC conpiled its
program plan. He explained that the interfacing of conputer
systens was al ways chal | engi ng.

Comm ssioner Schm dt turned to additional challenges facing
the departnment (slide 13). Medical care costs the prior

year were approximately $40 mllion; as a result the
departnment conducted a dismantling of the system to exam ne
all associated costs. The approval process for outside

nmedical treatnent had been significantly decreased. He
furthered that it was the first year he could renenber that
the departnent was not requesting a supplenental for
nmedi cal expenses. He noted that the issue had not been
sol ved, but he believed DOC was on the right path. He hoped
that work with DHSS would result in external inprovenents
such as Medicaid billing for halfway house occupants and
other. The departnment would detail internal changes in
budget subcommttee neetings during the current |egislative
session and would address remaining issues including
increased efficiencies and alternative ways to pay for
nmedi cal costs.

3:22:58 PM

Representative Costello bel i eved that i nmat es wer e
prohibited from traveling wth prescriptions and as a
result DOC pharnmaci sts were filling prescriptions nore than
once for the sane inmates when individuals were transferred
to | ong-term correctional facilities. She bel i eved

prescriptions were purchased in bulk from manufacturers.
She believed there was waste of pharmaceuticals and that
the situation presented a burden to the limted nunber of
DOC pharnaci sts. She wondered whether the departnment was
| ooking at the issue to save costs.

Conmi ssioner Schmdt believed prescriptions went wth
i nmat es when they were transported, but he would follow up
with a detailed response. He detailed that the departnent
had begun to provide a one-week supply of nedication
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(particularly in the nental health area) because it would
have been thrown away and going off nedication would cause
nmore problens and recidivism there was a cost to the
strategy and in order to prevent a waste of prescriptions,
nmedi ci ne was used for other inmates when possi bl e.

Ms. Houston added that DOC had inproved its storage of
pharmaceuticals. She agreed that the departnent would get
back to the commttee with an answer.

Comm ssioner Schm dt pointed to two pie charts on slide 15
related to the percent of offenders based on their length
of stay. He communicated that in Decenber 2002, 52 percent
of inmates were in jail for six nonths or |ess; the nunber
had been reduced to 38 percent in Decenber 2011. He
clarified that the slide only showed a one-day snap shot.
The nunber of inmates in jail for three years or nore had
gone from 6.94 percent in 2002 to 23 percent in 2011. He
did not have detail on what had caused the change, but
noted that program plans were built around the average
sentence length. He provided a one-day snap shot of
percentage of inmates sentenced for violent versus non-
violent crines on slide 16. The non-violent nunber had
increased from 42 percent in 2002 to 62 percent in 2011. He
comuni cated that the bad news was that expensive prison
beds were being used for a large nunber of non-violent
inmates; the good news was that the non-violent crimnals
could usually be placed in other comunity-type placenents.

Comm ssi oner Schm dt turned to slide 17 titled
"Institutional | nmate Popul ation 2002 - 2020," which
i ncluded a chart depicting how the population lined up with
the nunber of prison beds. He explained that the red I|ine
illustrated the nunber of prison beds; there were not
enough beds for the population, which resulted in the need
for an out-of-state contractor. He related that when the
Goose Creek facility opened there would be a few nore beds
than i nmates; however, in 2015 or 2016 the system would be
out of prison beds again. He expounded that another prison
woul d not need to be "on board that day," but it did nmean
t hat di scussions about a prison would be necessary; he did
not |look forward to the issue. The need for extra prison
space could be pushed out further into the future if
recidivism rates were addressed and decreased even
mnimally.

3:28: 44 PM
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Ms. Houston outlined FY 13 operating budget changes on
slide 18 (shown in mllions):

« Salary and Health | nsurance |ncreases $ 1,961.6
e Miintain Current Level of Services $ 2,487.4
« New Initiatives $29, 182. 6
e FY12 August Fuel/Wility Reversal ($ 720.0)
e One Tine |Item Reversal ($ 630.0)

Co-Chair Stoltze wondered how nuch of the $29 mllion for
new initiatives was not directed at the Goose Creek
facility. M. Houston replied that the request for Goose
Creek was $29.1 mllion.

Co-Chair Stoltze observed that the entire anount under new
initiatives was designated for Goose Creek and requested
nore transparency in the future. Conm ssioner Schm dt
af firnmed.

Ms. Houston pointed to FY 13 capital changes on slide 19
(shown in mllions):

e Mintain Current Level of Services $6, 000. 0
o Annual Facility Mintenance & Repairs
o Deferred Maintenance Projects

e New Initiatives $5, 250. 0
0 Goose Creek Correctional Center FFE
o Information Technol ogy Di saster
Recovery & Novell Repl acenment Projects

Representative Gara pointed to slide 13, which showed that
medi cal costs in Anchorage had increased by 46 percent
conpared to a nationwide increase of 27 percent. He
referred to a recent Medicaid presentation that had shown
that per patient costs would increase drastically. He
stressed that rising health care costs were inpacting
numer ous state agencies the increase was one of the biggest
drivers of future budget problens facing the state. He
noted that the reasons for the dramatic increases were not
apparent and that an answer could only conme fromthe health
care industry. He remarked that an increase of stricter
| aws designating nore crines as felonies was responsible
for the increase in non-violent, incarcerated offenders who
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were serving longer jail sentences. He stated that the
i ncrease woul d cost the state nore noney.

Co-Chair Thomas commented that wth the conbination of
declining revenue and oil production and an average budget
increase of 7 percent annually, the state would be in a
deficit in tw years; therefore, the legislature was urging
departnments to keep their budgets down.

3:32:10 PM
AT EASE

3:36:48 PM
RECONVENED

APRESENTATI ON: ALASKA MENTAL HEALTH TRUST AUTHORI TY

DR WLLIAM DOCLI TTLE, BOARD MEMBER, ALASKA MENTAL HEALTH
TRUST AUTHORITY (AVHTA), introduced staff and trustees. He
communi cated that program details would be provided in
depth during finance subconmttee presentations. [ A
Power Poi nt presentation was on hand titled "House Finance
Commttee FY 13 Budget; Alaska Mental Health  Trust
Aut hority" (copy on file).]

LARRY  NORENE, TRUSTEE, ALASKA  MENTAL HEALTH TRUST
AUTHORI TY, referred to a legislative resolution from two
years earlier that had encouraged the trust to develop its
resources in order to increase inconme it could contribute
to the budget for nental health issues. He furthered that
trustees had |earned several years earlier that incone was
declining; the discovery had coincided wth a discussion
related to future nental heal th needs.

M. Norene el aborated that the permanent fund had not been
produci ng, Trust Land Ofice (TLO income was declining,
the population was aging, and a decline in state revenue
was possible. Trustees had determined that a change in
direction was necessary in order to provide incone to neet
current spending and future beneficiary needs. He detailed
that with a new TLO director the work was well underway.
Trustees were pleased with progress in all areas; resource
managers for oil, gas, mnerals, tinber, real estate, and
coal were producing. Progress nmade was giving trustees a
"glimer of hope" that the trust could potentially
contribute its share of funds in the future. The inpetus
for trustees' concern was the decrease in incone conbined
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with the projected need shown in the AWVHTA annual report.
The trust was underweight, but it was considering a nunber
of resource devel opnent projects including investnents in
income producing properties versus current raw |and
investnments that were nore of a liability than an asset.

Co-Chair Stoltze asked for a history of the litigation and
how conponents of the settlenment fit together.

3:44: 24 PM

JEFF JESSEE, CHI EF EXECUTI VE OFFI CER, ALASKA NMENTAL HEALTH
TRUST AUTHORI TY, gave a brief history of the program He
expl ai ned that when Alaska was working to becone a state
the question of how to pay for an existing hospital that
treated nental health patients arose in conjunction wth
the fact that the state did not like the existing system
and wanted to create its own nental health program

Congress had passed the Mental Health Enabling Act and
along with it cane sone cash that built the original Al aska
Psychiatric Institute and a notel in Valdez for people with
devel opmental disabilities; federal revenue was provided,

whi ch dimnished over an eight-year period to wean the
state off of the federal funds; the first and only nenta

health land trust in the nation was created. He provided
additional history related to the devel opnent of the trust.

There was a settlenment in 1995 that resulted in a $200
mllion cash endowrent and a reconstituted 1 mllion acres
of land. The noney was nmanaged by the Al aska Permanent Fund
Corporation and the TLO nanaged the trust's natura

resources; the incone fromthe land was the trust's funding
source used to assist with nental health prograns.

Co-Chair Stoltze queried the legal obligations the trust
had that were different than other |and managenent groups.
M. Jessee explained that trustees had a prinmary obligation
of loyalty to trust beneficiaries. The mssion was to
maxi m ze revenue from the trust's natural resources and
ot her assets over tine. Managers of nornmal state |and often
considered nultiple public needs and uses that nay be
different than revenue generation; a discount nay also be
given to an industry for a particular asset in order to
create jobs. He reiterated that the trust's goal was to
maxi mze revenue to the trust for services to the
beneficiaries.

3:48: 01 PM
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Co-Chair Stoltze concluded that when weighing the needs of
providing a program a judge may look at providing for
something like Fetal Alcohol Spectrum Disorder versus a
nei ghbor hood vi ew shed concern.

M. Jessee replied in the affirmative. He added that the
trust also endeavored to be a good neighbor. For exanple,
the trust worked to trade sensitive lands - that could
cause difficulties such as |andslides next to hones - wth
other less sensitive lands with resources.

Co-Chair Stoltze asked what type of view the trust took
related to length of investnents. M. Norene responded that
the trust was perpetual and took a very long-term view. He
furthered that private foundations and other were required
to "spend things off," but the trust was only |ooking for
growh and incone; it was in the process of devel oping a 5-
year investnent strategy for internal use.

3:49: 38 PM

Co-Chair Thomas asked whether sensitive lands traded to
AMHTA for devel opment represented a good deal related to
resource managenent. He expressed concern about the | ogging
of primarily old-growh forest conpared to second-growh
ar eas.

M KE BARTON, TRUSTEE, ALASKA MENTAL HEALTH TRUST AUTHORI TY,
answered that Jlands consisted of a full range of age
classes including sonme old-growh and different stages of
second growth. He expounded that the old growth would be
i medi ately available for harvest and second-growth would
come on while the old-growh was devel oped. He opined that
there were many definitions of a good deal. He stated that
there was much nore value in the standing tinber |ocated on
lands given up by the trust; however, because of the
surroundi ng controversy, he believed there was a legitimte
question related to how nuch of the sensitive |and would be
avai l able for developnment and in what tineframe it would
occur.

Co-Chair Thomas stated that people still believed | ogging
was negative. He discussed that areas of his district had
experienced significant 1logging conpared to other nore
urban areas such as Juneau. He was sensitive about further
harvesting of resources in his district despite the fact
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that jobs would be created. M. Barton comented that the
entire area on each side of the Gastineau Chanel in Juneau
had been clear-cut at one point.

Co-Chair Thomas noted that the harvesting had occurred
during the past mning days. He stated that there had been
no logging in the Juneau area since around 1978. He wanted
to be confortable with the strategy goi ng forward.

3:52:36 PM

GREG JONES, EXECUTIVE DI RECTOR, MENTAL HEALTH TRUST LAND
OFFI CE, DEPARTMENT OF NATURAL RESOURCES, responded to a
prior question related to the trust's future plan. He
explained that the five-year plan was built on 20-year
financial projections. Trust activities had "ranped up"
significantly in the past several years and included
mnerals, tinber, real estate, and oil and gas. Many of the
projects were high profile including the Chickal oon coal
| ease sale, which had received strong industry interest.
O her projects included an underground coal gasification
project that was currently underway, and work with a m ning
conpany interested in obtaining the Chuitna Coal Project,

and coal l|eases in Healy and Sutton with Usibelli Coal
M ne.

M. Jones continued to list current AWMHTA projects
including work on the Fort Knox gold mne to expand the
area and extend the |Ilife of the mne out to 2021,
International Tower Hill Mnes was working in an area wth

gold deposit that was in the top two percent in the nation,
and a 212-acre |ease had been issued for a mne in Salcha.
The trust was working with Buccaneer on a new gas field in
Kenai that was already producing royalties. Efforts were
al so underway with other oil and gas conpanies including
Apachee, Cook Inlet, and Aurora on exploration, drilling,
and production. The real estate focus was to sell sone of
the trust's non-performng assets (valuable |ands w thout
devel opnent capability), create investnent property, and to
purchase incone property. The trust had purchased an office
building in md-towmm Anchorage and was working with a
Fortune-500 conpany on a single-tenant |ease. He briefly
touched on tinber investnent; AVMHTA was working to create a
| and exchange with the U S. Forest Service in order to nove
away from communities concerned about their view sheds
while sinultaneously not damaging the trust's ability to
generate tinmber revenue. He stressed that with close to $40
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mllion in revenue, tinber had been the |argest contributor
to the trust since the settlenent; it had averaged at
alnost $3 nillion per vyear, which would change if the
exchange was not conduct ed.

3:56: 46 PM

Representative Gara appreciated the way the trust had
worked with comunities near mnes with one exception. He
stated that the Chuitna project <currently included a
proposal to dredge up 11 mles of salnon-bearing habitat
connected to the Chuit River. The project that would ship
coal to China was opposed by the residents of Tyonek. He
asked trustees to work with a contractor on a proposal that
did not involve dredging up the salnon stream He
understood that the trust believed the habitat could be
rebuilt; he stated that salnon streans were not |ike Dorito
chips - it was not possible to just nmake nore. He
reiterated his hope that the trust could find an
alternative. He added that commercial fishernen in Cook
I nl et had gone on the record opposing the project.

M. Jones replied that the trust was concerned about the
issue as well and had been working with a contractor and
the comunity. The trustees had traveled to |ook at
successful methods for rebuilding habitat at existing mnes
in the Lower 48 and Al aska. He agreed that sal non streans
could not just be recreated, but there were successful
exanples. He furthered that the trust was taking a close
ook to determne whether the proposal could achieve a
successful outcone related to the salnon habitat. He
relayed that the trust would be against the project if a
successf ul outcone was not possi bl e. Trustees were
currently working with the US. Arny Corps of Engineers to
establish the conditions of the return of the land to the
trust upon conpletion of the project.

Representative Guttenberg wondered what condition the
proposal specified the land should be in upon its return to
AVHTA. M. Jones answered that the proposal was for the
land to be returned as forestry silvaculture |ands. He
el aborated that the creek would be replicated during the
mne and when the land was returned the original stream
woul d be put back with the replicated creek left in place.
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Representati ve Gut t enberg comuni cat ed t hat he was
interested in seeing how the proposal conpared to rivers
that had been reclained in the past.

Co-Chair Stoltze conpared the issue to the Pebble M ne
[ anot her controversial mne proposal in Alaskal]. He asked
about the trust's land responsibility and how it fit into
the overall m ssion.

M. Jones replied that the trust took a very long-term view
[on | and managenent]. He detailed that the principal assets
of the trust could not be disposed of wthout being
reinvested; principal assets could not be wused to fund
progranms or any other overhead. He furthered that the trust
remained intact and that if land would be returned, AVHTA
wanted to ensure that there would be an economc use for
it; in the case of the Chuitna mne it wuld be 30 years in
the future. The trust routinely discussed what |and woul d
be worth in 100 years.

4:01:31 PM

Representative Doogan referred data on slide 6 of the
presentation. He wondered whether the $24.6 nillion in
di stributable income was the trust's target or an
expectation. M. Jones responded that the $2.4 mllion TLO
incone shown on the slide was currently over $4 mllion.
The total projection was calculated on a forrmula for
wi thdrawals from the investnent fund plus the TLO incone.
He Dbelieved AVHTA did a relatively precise job wth
forecast estimtes based on known activities and bal ances.

Represent ati ve Doogan inquired whether $25 mllion was what
the trust hoped to get or what it expected to get. M.
Barton replied that the $24.6 mllion was what the trust
expected to get and did not represent a target.

Co-Chair Stoltze surmsed that the trust's goal was to
increase the TLO incone through investnment in additional
gold and coal mines and oil and gas |eases. He had heard a
uni versal request from beneficiaries - who understood that
there was a legal and noral obligation to the budget and
settlement - to please let themstand on their own feet.

M. Barton agreed that the intent was to grow the total TLO
i ncome as qui ckly as possible.
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M. Jones added that the TLO was one of the nost nualleable
and manageabl e areas. The trust had worked hard in the past
1.5 years to focus on incone and to increase its nunber of
resource projects.

Co-Chair Stoltze expressed that he would love to hear
success stories and that AWVHTA had been allowed to use the
tools provided by the courts. He recalled the work and tine
it had taken for the trust to get to its current point. He
stated that the goal was to provide beneficiaries with the
tools to help thenselves and to adhere to the |[egal
obligations specified by the settlenent. He would be happy
to hear that there were no waitlists for people wth
disabilities and that the necessary prograns were
avai |l abl e.

4:07: 33 PM

M. Jones recalled that when he started in 2010 he had been
given the mssion to increase income and maxi m ze the val ue
of resources. Currently there were 1,000 jobs on trust |and
t hroughout the state. He surmsed that within the next five
years there would be 2,000 jobs on trust |and.

M. Jones relayed that trustees were open to any questions
fromthe commttee.

Co-Chair Stoltze believed there was currently an alignnent
of interest and opportunity related to the trust. He shared
that he would love for beneficiaries to have coal and gold
mning, land rental royalties, and other. He had tried to
be consistent on his nessage related to the issue. He
t hanked the trustees for their work.

#
ADJ OURNVENT

4:10:59 PM

The neeting was adjourned at 4:10 PM
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