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1: 31: 02 PM

Co- Chair Neuman di scussed the agenda for the day.

AFY 16 BUDGET OVERVIEW  ALASKA MENTAL HEALTH TRUST
AUTHORI TY

1: 31: 49 PM

M KE BARTON, TRUSTEE, ALASKA MENTAL HEALTH TRUST AUTHORI TY
(AVHTA), referenced a PowerPoint presentation titled House
Finance Conmittee" dated January 28, 2015 (copy on file).
He shared that he had served as the AMHTA chair for the
past couple of years. He noved to slide 1 titled
"Trustees.”" He introduced other board trustees in the
commttee room He comunicated that trustees were advised
by statutory advisor groups the Governor's Council on
Disabilities and Special Education, Council on Aging,
Al aska Mental Health Board, and the Advisory Board on
Al cohol i sm and Drug Abuse.

Co-Chair Neuman noted that Vice-Chair Saddler had joined
t he neeting.

JEFF JESSEE, CH EF EXECUTI VE OFFI CER, ALASKA MENTAL HEALTH
TRUST AUTHORITY, listed trust beneficiaries on slide 2
including individuals with nental illness, devel opnental
disabilities, chronic alcoholism and other substance abuse
di sorders, Alzheiner's disease and related denentia, and
traumatic brain injury. He relayed that prevention was a
significant part of the trust's mssion; things that could
be done to prevent individuals from ending wup in
beneficiary status. He addressed the trust's assets on
slide 3. He reported that the financial health of the trust
was very good. He detailed that the Al aska Permanent Fund
had been doing well and the trustees had established a
robust financial system He relayed that the trust had been
able to nake its payout even when the Permanent Fund had
done poorly. He stated that the system had stood the trust
in good stead for nany years. He pointed to a five-year
hi storical and projection chart for revenues and expenses
on slide 4. He discussed that when revenues had been in the
negative there had continued to be a flow of nobney into the
trust to assist wth beneficiary services. He noved to
slide 5 titled "Trust Land Ofice." He elaborated that the
Land O fice continued to do a stellar job of generating
revenue (principal and incone) for the trust. He shared
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that the office had generated nearly $100 million into the
principal of the trust, which continued to generate revenue
over time (typically around $4 mllion annually).

1: 36: 27 PM

M. Jessee noved to slide 6 and addressed grants awarded in
FY 14. He explained that two-thirds of the grant funds cane
through state governnent as Mental Health Trust Authority
Aut hori zed Receipts (MHTAAR) and one-third canme directly
from AVHTA. He detailed that the goal was to have an
integrated health system and the trust |iked working with
state agencies in a collaborative way; however, there were
situations when a direct grant was the nost efficient and
effective option. He expounded that many of the direct
grants were to assist wth <capital projects for new
facilities, renovati ons, or ot her. Slide 7 showed
anticipated income in FY 16 totaling $28 nmllion; it
included a payout from principal of $20 million, $3 mllion
from prior years' average |apse, additional funds from the
Land O fice average spendable income, and interest average.

M. Jessee enphasized that the trust utilized a percentage
of market value (POW) strategy, which neant it was
dependent upon the revenue generated by the Permanent Fund.
He detailed that the trust's base payout was 4.25 percent
of the average value of the fund's cash assets. He
explained that the nmethod had enabled the trust to have
financial stability in good and bad tinmes. He knew there
had been many di scussions about what would happen with the
Permanent Fund and whether it would switch to a POW
nmet hodol ogy. He furthered that the trust was an exanple of
a fund that had switched to POW and had created nuch
stability for the AVHTA

1: 39: 09 PM

M. Jessee noved to slide 9 that pertained to trustee FY 16
budget recomendations of slightly over $1 nillion in
General Fund/ Mental Health increnents. A bulk of the funds
were designated to the National Famly Caregiver G ant
Program and Senior In-Hone Services. He addressed that
during the difficult financial climate it would be
challenging to determne how to have a sustainable budget
in the short-term while |ooking at strategic investnents
for the future. He discussed challenges related to an agi ng
popul ation such as the inportance of supporting famly
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caregivers, in-hone caregiving, and hone healthcare. He
highlighted the potential for caregiver burnout, which
would nean individuals requiring care wuld need higher
|l evels of care. He referred to higher levels of care and
the necessary long-term thinking associated with the issue.
He referenced previous discussions with Co-Chair Neunman
related to recidivism He elaborated that sone things could
be done to save noney in the budget, but it was not a smart
fiscal strategy if it meant the state was heading towards
bui |l ding another prison in upcomng years. He noted that
the senior care issues were an area of particular concern
because they would only continue to increase in comng
years. He briefly highlighted increments for the Long-Term
Care Orbudsman O fice, area health education centers, and
the licensed nmarriage and famly therapist program He
di scussed a proposed partnership on information technol ogy
application telehealth service system inprovenents. He
stated that it was necessary to |look at alternative ways of
delivering cost efficient and effective services in order
to build a Ilong-term sustainable budget. He believed
tel enedi cine needed to be at the top of the list. He noted
that there were significant opportunities to partner wth
tribal health and education systens.

1:42: 36 PM

M. Jessee discussed slide 10 that included FY 16 capita
recommendations. He explained that the slide included
hi storical nunbers that had gone into the capital budget to
cover deferred maintenance on nonprofit facilities, hone
nodi fications and upgrades to retain housing for elderly
famly menbers, the Honel ess Assistance Project and Specia
Needs Housing Gant, and coordinated transportation. He
el aborated that hone nodifications were a good investnent
if it allowed an elderly famly nenber to remain at hone,
t hereby reducing long-term costs for the state for out-of-
home care. He relayed that a significant portion of the
Honel ess Assi stance Project funding went towards operating
honmel ess assistance prograns; services for the honeless
popul ati on would cease wthout the funding. The trust had
partnered wth the Alaska Housing Finance Corporation
(AHFC) on the special needs housing grant to secure housing
for high users of community services. He referred to the
Housi ng First program under evaluation by the University of
Al aska. He detailed that the program did not require
residents to get sober prior to being housed. The strategy
was to provide housing first, which increased the health of
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t he i ndi vi dual s whil e dramatically reduci ng costs

associated with hospital visits, alcohol, and other. The
hope was that sone of the individuals would nove on into
per manent housi ng. Coor di nat ed transportation hel ped

beneficiari es access needed services and work.

M. Jessee addressed slide 11 titled "Established Focus
Areas."” He spoke to disability justice related to reducing
recidivism and pulling individuals out of the cycle of the
crimnal justice system through therapeutic, nental health
courts, and other. He discussed substance abuse prevention
and treatnent, which the trust believed it could nake
progress on over tine. He remnded the conmmttee that the
McDowell G oup had reported the cost of alcohol as $1.2
billion to the State of Alaska. He asked how the nunber
could be accurate. In response, he addressed crimnal
behavior related to alcohol, <child protection and the
Ofice of Children's Services caseload driven by al cohol

| ost productivity at work due to alcohol abuse, all of
which represented a substantial costs. He reasoned that if
demand for al cohol could be cut it would have a significant
i npact . He spoke to the inportance of beneficiary
enpl oyment and engagenent; with an enphasis on getting real
jobs in the community. He stated that whether the price of
oil was below $50 or above $100, the trust wanted its
beneficiaries to be the |east dependent on governnent
prograns as possible. He elaborated that it was in the
beneficiaries' long-terminterest in terns of services and
as fully functional nenbers of the community. He nentioned
adverti senments produced by AMHTA with the goal of getting
enpl oyers to understand that trust beneficiaries were rea
workers; in many cases they were nore reliable, l|ongevity
was better, and they were appreciative to get a check. He
addr essed wor kforce devel opnent and efforts in the area.

M. Jessee addr essed t he i mportance of wor kf or ce
devel opnment on slide 11. He noted that workforce demands
could increase if Medicaid expansion took place. He relayed
that AWMHTA had the infrastructure in place through its
trust training collaborative to ensure it had people ready
to take the jobs. He I|ooked at housing and |long-term
services and supports for seniors and others wth
disabilities, which would enable them to stay at hone to
t he maxi num extent possi bl e.

1:49: 12 PM
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M. Jessee noved to slide 12 related to the trust's current
priorities:

* Medi cai d Expansi on and Reform
e Recidivism
e Substance Abuse Prevention & Treat ment

M. Jessee addressed Medicaid expansion on slides 13
through 15. He relayed that expansion would inpact nany
trust beneficiaries. He stated that projections were around
40,000. He stressed that the expansion opportunity was
particularly significant for single males between the ages
of 18 to 65 (who had not been eligible previously), many of
whom were using substance abuse treatnent services. He
continued that the Division of Behavioral Health was
estimating that 5,000 beneficiaries would becone Medicaid
eligible. He elaborated that as the new popul ati on gai ned
coverage there would be sone offsets and savings to general
funds. He stated that initially Medicaid expansion would be
100 percent covered and would drop to 90 percent in the
future. He expounded that the needed services would not al
be covered by Medicaid. Another inportant conponent was
timng related to expansion and when the savings would be
recogni zed (e.g. July 1, 2015 or a later tine). He did not
believe the state would have 100 percent of Medicaid
expansion on July 1.

Co-Chair Neuman relayed that questions would be addressed
after the presentation.

M. Jessee continued on slide 16 related to the inpact of
Medi cai d expansion on the Departnent of Corrections (DOC)

He addressed that inmates may becone Medicaid eligible and
some of the costs for inmate inpatient stays nay be offset.
He pointed to the estimate that $6.8 nmillion to $7.65
mllion could be paid for wth federal Medicaid, but
believed the savings would not be achieved in the first
year. He enphasized that the savings were all dependent on
the timng of how expansion was inplenented. He did not
believe it would be possible to continue with the status
guo under the expansion. He stressed that expansion woul d
have to be used as a catalyst for reform (slide 17);
exactly what the reform | ooked |ike was not yet known. He
addressed the desire to nove to a systemthat paid nore for
outcones and less for activities. The trust was working
with the departnent on developing a contract to obtain
input from others (particularly related to behavioral
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health) to help the state understand how other states had
used expansion to catalyze reform and what nay work for
Al aska. He believed the reformwas critical. He stated that
current Medicaid projections were unsustainabl e.

1:54: 37 PM

M. Jessee continued to speak to slide 17. He stressed that
it was critical to help develop a sustainable Medicaid
system in Alaska. He believed that the Medicaid system
would collapse at sonme point if it did not becone a
sust ai nabl e system He added that the collapse could occur
sooner if the price of oil did not increase. He stressed
that a sustainable system was in the best interest of the
state and the trust's beneficiaries. He turned to slide 18
related to recidivism He stated that one of the best
opportunities to reduce |long-term budget demands was by
investing in proven strategies to reduce crimnal
recidivism He spoke to other states such as Texas that had
been successful in curbing recidivism and avoiding future
prison construction. He noved to slide 19 titled
"Disability Justice...lnvesting Wsely?" The slide included
a historical chart projecting that the state would need to
open a prison in 2012; it had opened a prison right on
schedule. He detailed that the state was on the path to
open another prison in a couple of years. However, the red
line showed a way to match the prison population to the
avai l able beds, but it would require a data driven

evi dence- based approach to inplenent strategies, constantly
monitor the results, and fine tune the strategies to ensure
the desired results were achieved. He stated that wunlike
Bring the Kids Hone, if the state failed at the recidivism
effort there would be significant state liability. The
trust believed that Medicaid expansion was one of the
state's best opportunities to pay for many of the services.

M. Jessee |looked as slide 20 related to recommendati ons
associated with recidivism

e Miintain efforts of current policy and programefforts

o 2014 SB64 passed and created Alaska Crimnal
Justi ce Comm ssion

o 2014 HB266 Legislative intent: workgroup forned
to develop Recidivism Reduction Plan (to be
delivered Feb. 2, 2015)

o 2007 Crimnal Justice Wrking G oup

0o 2005 Trust disability justice focus area
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M. Jessee elaborated that the Alaska Crimnal Justice
Comm ssion was looking at things |ike barrier crines,
| evel s of sentences, and other. He referred to a statenent
by Representative Craig Johnson that it was necessary to
assess "how mad we are, and how afraid we are of people”
because those were +the reasons for incarceration. He
believed the state needed to look at what it could do to
address the issue. He stated that the state nay have becone
tougher on crinme, but it may not have gotten smarter. He
di scussed that Co-Chair Neuman had been integral in
devel oping HB 266 in 2014, which enconpassed |egislative
intent to form a workgroup to develop a recidivism
reduction plan. He opined that the bill represented a |eap
in conceptual thinking. He elaborated that in the past the
state had looked at crimnal justice in ternms of the
Departnents of Corrections, Law, and other. The bill
recognized that it was not necessarily these departnents
that would be leading the charge to keep people out of
prison. He recognized that DOC had a significant role while
people are incarcerated, in treatnment services, and in
supervised release. He stressed that nost prisoners were
not released into supervision; the bill's intent |anguage
recogni zed three things to keep recidivism dow including
housi ng, enpl oynent , and  support for recovery. He
el aborated that the intent |anguage had included various
agencies including AHFC, the Departnment of Labor and
Wor kf orce Devel opnent, the Departnent of Health and Soci al
Services (DHSS), and AMHTA. The trust was hopeful that the
Recidivism Reduction Plan would start to give the
| egi sl ature a road map on how to approach the issue.

Co-Chair Neuman asked for verification that DOC and the
Departnent of Public Safety would be included. M. Jessee
agreed. He continued to address slide 20. The Crimnal
Justice Wirking Goup was an admnistration-led effort to
pull the Court System together with comm ssioners to | ook
at the crimnal justice system from an inside perspective
and at what could be done to nmake things nore efficient and
effective. Lastly, there had been a trust disability
justice focus area since 2005. He stated that there was a
crescendo that was matching the exigency felt by the
| egislature related to the budget and the |oom ng prospect
of another prison or mjor expenditures for out-of-state
housi ng of prisoners.

2:01: 03 PM
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M. Jessee discussed broadband on slides 21 and 22. He
relayed that the trust had been asked to assess the
potential inpact of expanded broadband use on the |ong-term
General Fund operating costs. He detailed that the trust
had begun to look at the statewide tribal health and K-12
education systens and at opportunities for partnerships. He
had net with the chief operations officer of the Tribal
Health Consortium and subsequently with all of the chief
investnment officers fromall of the health corporations. He
had reported to the group that the state's broadband study
had indicated another broadband system was needed. He
stated that many of the tel enedicine services were in the
tribal organizations' "health wheel house.”" He had asked the
organi zati ons about opportunities for partnership to try to
use sone of the resources together. He relayed that the
organi zations had been receptive. He had I|earned that
currently the technology and broadband capacity was not as
much an inpairnent to expanding telehealth as program
devel opnent. He stated that it was not just the technol ogy
any longer, it was getting the prograns devel oped in order
to have billable hours to handle electronic records
properly. He stressed that the state was lagging in
programmatic i nfrastructure devel opnent.

M. Jessee discussed that the education system also had
access to broadband. He addressed opportunities for
partnership. For exanple, Al aska Children and Famly was an
Anchorage agency that had reached out to upper and | ower
Kal skag in the Yukon Kuskokwim region to offer renote
telehealth services for <children with severe enotional
di sturbances. He elaborated that it used a conbination of
occasi onal site wvisits in addition to the use of
telenedicine to check in with the child and famly on a
regul ar basis. He noted that there had been no extra state
br oadband capacity in the region, but it had been avail abl e
in the school. Therefore, the services had been included in
the child s independent education plan for speci al
education, which had allowed the Anchorage agency to have
access to the broadband. He added that the situation had
been very successful. He spoke to better utilizing what was
currently available instead of reinventing the wheel. He
explained that sone of the tribal funding systens and
education systens had limtations to what they could do. He
di scussed that Al aska could not afford to maintain nmultiple
systens in rural Alaska and that sone barriers may require
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congressional action. He stressed the inportance of getting
maxi mum utilization of the existing systens.

2:05:36 PM

M. Jessee turned to slide 23 that addressed substance
abuse prevention and treatnent:

 The prevalence rates and negative consequences of
al cohol and drug abuse upon Al askans are substanti al.

e« |In 2010, Alaska's costs associated with individuals
dependent on or abusing alcohol/drugs was $1.2
billion.

M. Jessee offered to provide the commttee with a copy of
the McDowel | Group report on substance abuse prevention and
treatment. He noved to slide 24 and di scussed coll aboration
on joint strategies. He highlighted Recover Al aska, an
initiative by the Rasnmuson Foundation; the Mat-Su Health
Foundati on; and the Denali Conmi ssi on. Addi tionally,
j udges, advocates, providers, and tribal groups had pulled
together to look at how the private sector may contribute
to reducing the inpact of alcohol abuse in the state. He
di scussed the Al aska Wellness Coalition, which was starting
a positive social nornms canmpaign. He referred to a recent
commercial about a man with throat cancer. He relayed that
scientific research was pointing to the effectiveness of
positive approaches. For exanple, children wanted to be
normal. He pointed out the effectiveness of educating
children that nost kids do not drink and nost kids do not
snoke. He spoke to a kid's perception that "everybody's
doing it and if everybody's doing it then | should be doing
it." He believed the positive approach would be interesting
to see. He added that when the State of Washington had
evaluated a variety of intervention strategies for cost-
benefit analysis, it had evaluated the Scared Straight
program The program took children who got into trouble
into prisons or other to try to scare them away from
commtting crines. He relayed that the program had actually
increased crimnal behavi or. He discussed that t he
evi dence- based practice was an evol vi ng area.

M. Jessee briefly highlighted the Al cohol Beverage Contro
Board and the inplenentation of Proposition 2 (marijuana).
He believed the inplenentation would present one of the
| argest social challenges to the state. He highlighted the
| oner portion of slide 24:
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e Partnership wth Departnment of Corrections on the
recidivism reduction planning with opportunities for
Trust investnment in:

o Prisoner re-entry coalitions

0 Access to effective treatnent

o Prevention strategies focused on incarcerated
parents and their children

M. Jessee hoped committee nenbers would have the chance to
hear DOC Commi ssioner Taylor discuss the work the
departnment was doing in the area. He stressed that under
prior admnistrations the services had been decinmated. He
noted that the departnment was working hard to rebuild the
prograns related to the reduction of recidivism

2:09:59 PM

M. Jessee discussed Title 4 on slide 25. He addressed that
a couple of years earlier the legislature had deci ded that
t he Al cohol Beverage Control Board should be noved from the
Departnment of Public Safety to the Departnent of Comrerce,
Communi ty and Econom c¢ Devel opnent. He noted that the trust
had lost the argunent. He stated that the effort had
revealed that the state's Title 4 statutory franmework had
not been reviewed for sonme tine and had devel oped in a very
haphazard manner, wusually by a special interest getting a

legislator to sponsor legislation to get around the
popul ation base licensing limts by creating new |icense
types (e.g. recreational site licenses, renmote mlitary
contractor license, and that only a florist could deliver

al cohol to a hotel roonm). He relayed that it was positive
that the trust partnered with the ABC Board and a group of
over 60 people from industry, public health, and public
safety to address how to sinplify and decrease the nunber
of license types, update the fees to support the ABC
budget, realign the system to better enforce population
limts, and bring all of the licenses, endorsenents, and
permts into one place in statute.

M. Jessee furthered that there were areas of common ground
with industry (slide 27). The trust agreed with industry

that a Ilimted entry system was in everyone's best
interest; it protected the value of industry's business and
it was in the trust's interest because it l|limted the

nunber of outlets. He stated that the current system of
dealing with underage drinking was broken. He discussed
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current consequences such as suspension of a driver's
license, mandatory community service and treatnent. He
furthered that the courts had required a higher |evel of
due process because of the consequences; therefore, the
police had to wite an entire report. He continued that
froma police officer's perspective it was discouraging on
a Friday or Saturday night to have to wite a report when
they needed to get back out to patrol; therefore, sonetines
the report was not witten. He spoke to inconsistent
enforcement related to the issue. He added that because the
citations were issued in adult court they stayed on the
individual's record forever, which inpacted mlitary
service, scholarships, and other. He addressed underage
drinking revisions on slides 28 and 29. The goal was to
ref orm underage drinking sanctions to hold adults providing
alcohol to mnors accountable. He discussed that the
recommendation would be to change the punishnent to a
straight $500 fine; if the fine was not paid, it would be
garnished from an individual's Permanent Fund Dividend
(PFD). The trust believed the change would lead to nore
consistent enforcenent. Additionally, the trust thought
sone parents would be nore concerned about their child
losing a portion of their PFD than with drinking. The trust
did not want to make the offenders crimnals. He added that
the fine could be applied to treatnment. He remarked that
tickets would help identify individuals receiving nultiple
tickets.

2:14:43 PM

M. Jessee nentioned |ocal option revisions on slide 30. He
noved to slide 31 related to marijuana. He stated that the
substance was not safe or good for people. He had recently
been in Colorado I|earning about <challenges it had wth
| egal i zation, specifically around edi bles and concentrates.
He noted that there was substantial work to be done.

Co- Chair Neuman thanked M. Jessee for his presentation. He
referred to budget item recommendati ons. He wondered if the
itens were currently in the governor's budget. M. Jessee
believed sone were and sone were not. He did not have the
detail at present. He had not seen the final budget detail.

Co-Chair Neuman referred to the discussion on tel enedicine.
He remarked that internet access was avail able throughout
nost of Al aska. He discussed the use of telenedicine for
al cohol treatnent prograns and other. He nentioned drug
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testing and wondered if there were databases the state
could access that would reduce costs. M. Jessee provided
an exanple related to electronic Dbreathalyzers that
connected to the internet and provided proof an individua
was not intoxicated. He stated that the technol ogy existed
and coul d be expanded to any vill age.

Representative Gattis shared that she owned a farm and
tried to help people out; the farmwas |ocated 55 mles out
of Wasilla. She spoke to challenges with taking off tinme to
drive an enployee 55 mles for drug testing. She wondered
how busi nesses could access electronic drug testing to nmake
t hi ngs easi er.

M. Jessee noted that wurine tests were nore conplicated
because it was necessary to be tight on the sanpling. He
di scussed that with the FaceTine breathalyzer it took away
the error rate of the wurine test. He reasoned that the
entrepreneurial spirit would start when the state becane
commntted to maximzing the technology. He questioned
whet her a consi deration woul d be involving I ocal clinics.

Co- Chair Neuman remarked that there were many options that
did not involve sending state enployees out to do the work
related to individuals on probation or to investigate
things |ike Medicaid fraud. He reasoned that the resources
were avail able statew de, but they were not being utilized.
He had been working with DOC and others on making progress
on the issue.

2:21: 09 PM

M. Jessee wondered about utilizing the Ofice of
Children's Services. He spoke to the opportunity for social
workers to better handle their casel oads through the use of
vi deoconferencing on a nore regular basis. He observed that
there were many opportunities avail abl e.

Vice-Chair Saddler pointed to slide 15 related to Medicaid
expansion. He referred to testinony earlier in the day from
the Division of Juvenile Justice that i ncar cer at ed
juveniles were not eligible for Medicaid. He asked for
verification that incarcerated adults were eligible for
Medi cai d. He wondered about the reason for the discrepancy.
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M. Jessee answered that his understanding was that the DOC
adult population would have sone eligibility. He did not
have i nformation about juveniles.

Vi ce-Chair Saddler asked if adult prisoners were currently
eligible for Medicaid. M. Jessee replied in the negative.

Vi ce-Chair Saddler wondered if people in other states who
were beneficiaries of the trust were benefitting from
Medi cai d expansion. M. Jessee replied in the affirmative.
He el aborated that part of the work the contract would do
in conjunction with departnents would entail |ooking at the
states that had maxim zed the value of Medicaid expansion
to serve the trust's beneficiaries and to contain state
heal t hcare costs.

Co-Chair Neuman stated that the previous year if the DOC
conmi ssi oner had been asked whether Medicaid could cover
inmates the answer would have been no; however, iif a
prisoner was outside a prison for nore than 24 hours they
may qualify. He provided an exanple related to a pregnant
worman who had been in jail with an expensive and difficult
pregnancy. The jail had taken her outside the prison gate
23 hours before she had given birth; she had then been
taken to the hospital to deliver the baby. He relayed that
Medicaid had paid for the entire cost. He asked for
verification that his understandi ng was accurate.

M. Jessee agreed.

Co- Chair Neuman discussed the concept of pre-eligibility
for Medicaid assistance for inmates in order to prevent
people from falling through the cracks. He spoke to
significant costs to the state for covering healthcare of
prisoners. He spoke to the benefit of working to increase
healthy Ilifestyles. He remarked on the percentage of
i nmat es who were AMHTA beneficiari es.

M. Jessee noted that the figure was 65 percent.

Co- Chair Neuman remarked that the trust had a huge interest
in reducing recidivismand the cost.

2:24: 35 PM

M. Jessee stated that corrections had acted as a nationa
| eader because of its work to prequalify people for social
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security before they left the correctional institution. He
remarked that half of recidivism occurred in the year
followng release from prison; therefore, it was a huge
advantage if a person was already eligible for services
when they left prison.

Representative Gara clarified that he and nmany other
| egi slators had not voted to nove the ABC Board from DPS to
DCCED. M. Jessee apol ogi zed for the broad statenent.

Representative Gara referred to M. Jessee's three
categories of funds the state would becone eligible for if
it accepted Medicaid expansion. The categories included
people wth substance abuse problens, people facing
homel essness, and prisoners. He wondered how Medicaid
expansion would help people in ways that they were not
currently benefitted.

M. Jessee answered that in the past, single adult nales
between the ages of 18 and 65 (even if they were |ow
income) did not qualify for Medicaid. He detailed that
single adult nales between the ages of 18 and 65, were a
big part of the honeless and substance abuse popul ations
He believed that DHSS and DOC could provide better
informati on on Medicaid expansion eligibility.

Representative Gara asked if single fenales who were
homel ess or had substance abuse problenms were currently
covered by Medicaid. Alternatively, he wondered if Medicaid
coverage only applied to single wonen with a child. M.
Jessee replied that single wonen with a child were covered
by Medi cai d.

Representative Gara asked for verification that single
adult females who were not pregnant and did not have a
child would becone eligible. M. Jessee deferred the
guestion to the adm nistration.

Representative Gara remarked that he would continue to | ook
for an answer to inmates. He noted that he had not yet
recei ved an answer.

Vice-Chair Saddler asked about slides 23 and 24. He
referred to M. Jessee's testinony that substance abuse was
a difficult issue in mny of the small rural Native
communities. He wondered if there was evidence of a
correlation between the size of a village and the rate of
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substance abuse. He wondered if a larger village had a
| oner rate of substance abuse. M. Jessee was not aware of
any specific data. He believed substance abuse was evenly
spread between comuniti es.

Vice-Chair Saddler asked if any conclusions related to
substance abuse could be drawn between rural comunities
and |arger cities such as Anchorage, Fairbanks, and Juneau.
M. Jessee believed there were cases where the inpact in
smaller communities was nore imediate on the sense of
comunity, in conparison with a larger community where
probl enms could be isolated to specific nei ghborhoods.

2:28: 39 PM

Representative Minoz discussed that she had recently net
with representatives from the National Alliance for the

Mentally Il (NAM). She explained that the organization
hel d trainings throughout the state to help famlies cope
with nental illness in their famlies. She stated that the

organi zation was currently struggling for funding. She
asked if AMHTA had opportunities to support famlies.

M. Jessee replied in the affirmative. He elaborated that
the trust's Beneficiary Projects Initiative had worked with
NAM Al aska; the trust had provided NAM with a grant that
had allowed it to establish the organization statew de.
Additionally, the trust had recently provided a $10, 000
grant for a NAM training.

Representative Minoz asked whether the trust was working
with legislators or the admnistration on the underage
drinking revisions. M. Jessee replied that a bill was
currently being drafted. He did not believe a final
deci sion had been nade on how to bring the bill forward. He
noted that the bill would have support from many peopl e.

Representative Edgnon commended the board for its
conservative approach and | ong-term planning. He |auded the
trust for recognizing the state's declining revenues the
past Septenber. He asked for further detail about the
dramatic increase (from 42 to 65 percent) in AVHTA
beneficiaries in the state's prison system

M. Jessee replied that the evaluation of the trust's

beneficiaries in the <correctional system had been an
evolving strategy. The departnent was getting better at
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assessing incomng inmtes and was getting better at
identifying trust beneficiaries at the frontend and in
devel oping programming for the individuals. He did not
believe there were nore beneficiaries in the prison system
but the departnment had inproved its ability to identify the
i ndi vidual s as trust beneficiaries.

Representati ve Edgnon had been told in a recent DOC budget
subconm ttee neeting that based on a several year report,
the trust had begun to include substance abuse inmates in
the definition of trust beneficiaries. M. Jessee answered
in the affirmative and added that the definition had been
expanded as wel | .

2:31:58 PM

Co-Chair Neuman referred to M. Jessee's testinony on
tribal health partnerships. He spoke to the goal of getting
the juvenile justice systeminto the hands of |ocal control
(taking them out of state agencies and noving them to
tribal control where better funds were available). He
believed tribal organizations understood the I|ocal and

regional issues better and provided better outcomes. He
noted that as the legislature worked to reduce the
operating budget it made sense to transfer t he

responsi bility of services.

M. Jessee pointed out that the Division of Juvenile
Justice was a very successful agency. He detailed that the
di vision had been at the forefront of incorporating trauna
informed treatnent and care in its facilities; it had
dramatically decreased seclusion and restraint. He hoped
that skills the division had acquired woul d be dissem nated
to other agencies if they were invol ved.

Co- Chair Neuman di scussed unmeasurable effects of substance
abuse including sexual assault, donestic violence, and
other that inpacted individuals for a lifetime and cost the
state a consi derabl e anount of noney.

M. Jessee he agreed that working "farther upstreant and
| ooking at adverse childhood experiences to  build
resilience for kids when they are young was the best | ong-
terminvestment to make.
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Co- Chair Neuman advi sed conmittee nenbers to use M. Jessee
as a resource. He thanked M. Jessee for his presentation
and the work done by the conmtt ee.

2:35: 51 PM
AT EASE

2:37:54 PM
RECOVENED

AFY 16 BUDGET OVERVI EW DEPARTMENT OF EDUCATI ON AND EARLY
DEVEL OPVENT

2:37:54 PM

Co-Chair Neuman recognized fornmer Representative Bill
Thomas in the commttee room

M CHAEL HANLEY, COW SSI ONER, DEPARTMENT OF EDUCATI ON AND
EARLY DEVEL OPMENT ( DEED) , provi ded a Power Poi nt
presentation titled "Al aska Departnent of Education and
Early Devel opment FY2016 Budget Overview' dated January 28,
2015 (copy on file). He conmunicated that the departnent
was slightly unique because the State Board of Education
and Early Development was the head instead of the
commi ssi oner . He relayed that the conmm ssioner was
appoi nted by the state board and approved by the governor.

2:38:50 PM

Comm ssi oner Hanley outlined DEED organizational chart on
slide 2. He noted that the departnent's structure was
relatively small and was nmade up of five divisions. He
hi ghl i ghted Teaching and Learning Support, School Finance,
and Administrative Services as the core functions of the
departnment. O her divisions included M. Edgecunbe Hi gh
School and Libraries, Archives, and Miseuns. The depart nment
also housed the Alaska State Council on the Arts,
Pr of essi onal Teachi ng Practices Commi ssi on, and the
Comm ssion on Postsecondary Education. He noted that the
boards had some autonony fromthe departnent.

Comm ssioner Hanley spoke to the departnment's statutory
responsibilities on slide 3. The state's constitution
specified that the legislature was required to establish
and nmaintain a system of public schools, which was |argely
conducted by DEED with the legislature' s authorization; the
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f undi ng component remai ned Wi th t he | egi sl ature.
Statutorily the purpose of education was to help ensure

that all students would succeed in their education and
work. He added that the new buzz term for the concept was
"being college and career ready."” He addressed the

departnent's mssion to ensure quality standards-based
instruction to inprove academic achievenent for all
students (slide 4). He addressed the departnent's four core
services beginning wth public school f undi ng. He
el aborated that the departnment's budget was approximately
$1.7 billion (the second largest in the state budget); it
had the responsibility to ensure that the funding was
appropriately distributed. The second core service was
providing fiscal accountability related to how funds were
utilized within districts. Third, the departnment assisted
districts by providing prograns. Fourth, it partnered with
state and private organizations to provide services to
enhance education in the state. Exanples included, the
Al aska Native Science and Engi neering Program (ANSEP), Best
Begi nni ngs, and ot her.

2:42: 12 PM

Comm ssi oner Hanl ey addressed division details beginning on
slide 5. The largest was the Division of Teaching and
Learning Support. The division accounted for 14.7 percent
of the DEED budget and was responsible for making sure
funding went to the appropriate location in an effective
and efficient way. The Division of School Finance and
Facilities nonitored and worked wth the bulk of the
funding going out to school districts including funds for
transportation, the Base Student Allocation (BSA), debt
rei mbursenent, and other. The Division of Admnistrative
Services accounted for 0.3 percent of the departnent's
budget (slide 6). Heidi Teshner headed the division, which
was responsible for making sure the work done within the
department was done appropriately and that funds were
accounted for. The Division of Libraries, Archives, and
Museuns represented 1 percent of the departnment's budget
The departnent was excited about the upcom ng conpletion of
the State Library Mseum Archives (SLAM building, which
woul d consolidate three locations into one. He noted the
bui l di ng woul d create substantial efficiencies.

Representative WIlson asked for clarification on the budget

percentages. He wondered if the foundation fornula was
included in the percentages shown in the presentation.
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Comm ssioner Hanley replied that the percentages only
i ncl uded agency operati ons.

HEI DI TESHNER, ADM NI STRATIVE SERVI CES DI VI SI ON, DI RECTOR
DEPARTMENT OF EDUCATI ON AND EARLY DEVELOPMENT, corrected
that the percentages included the K-12 foundation fornula
and everything el se.

Representative W] son requested a breakout of t he
depart ment expenditures excluding the foundation fornmul a.

Comm ssioner Hanley added that the presentation included
slides breaking out the fornmula and agency funds. The M.
Edgecunbe Boardi ng School accounted for 0.7 percent of the
department's budget (slide 7). He nentioned the Al aska
State Council on the Arts, the Professional Teaching
Practices Conmm ssion, and the Alaska Comm ssion on
Post secondary Education (ACPE). He detailed that ACPE
| argely provided resources for students beyond the K-12
system the agency provided l|loans and inplenented the
Al aska Performance Scholarship (APS). The Ofice of the
Conmi ssioner enployed five full-tinme positions that worked
to provide the departnent's direction (slide 9).

Comm ssi oner Hanl ey addressed key perfornmance neasures on
slides 10 and 11. Slide 10 included a chart depicting the
statew de four-year graduation rate. He noted that although
the agency had strong local control, it was difficult for
the departnent to have a direct inpact; however, DEED
wor ked alongside districts to enpower them to make a
difference. The graduation rate had slowy increased and
was currently 71 percent (there had been a slight decrease
in the past year). He noted that further work was needed as
71 percent was not satisfactory. He noved to a chart on
slide 11 that showed APS eligibility and vyear one
utilization. The large bronze colored bar indicated the
nunber of graduates, the mddle bar indicated eligible
graduates, and the smallest bar indicated the nunber of
students eligible for the APS. The departnent was seeing a
hi gher percentage of students accepting the schol arship. He
considered the increase a success, given that students
qualifying for the highest |evel scholarship typically had
ot her options for colleges and universities nationw de.

2:47: 58 PM
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Representati ve Kawasaki observed that the total nunber of
students receiving the APS appeared to be declining. He
asked for an explanation. Conm ssioner Hanley answered that
it was nore accurate to consider the percentage. He
expl ai ned that the nunber of graduates was al so declining;
even though the graduation rate remained fairly consistent,
there were fewer students. The percentage of students
accepting the APS was renmamining relatively the sane at
about 11 percent.

Conmi ssioner Hanley turned to a pie chart on slide 12 that
showed the departnent's total enployees. The | argest
portion of the pie was made up of 126 enployees housed in
the Goldbelt Building in Juneau. The departnent had a total
of 360 enployees. The Division of Libraries, Archives, and
Museuns had 65 enpl oyees, ACPE had 106 enpl oyees and worked
largely off of receipts, and M. Edgecunbe had 55
enpl oyees.

Co-Chair Neuman asked the departnent to avoid the use of
acronynms on its slides. Conm ssioner Hanley explained that
Educat i onal Support  Services (ESS) and Teaching and
Learni ng Support (TLS) fell under the CGoldbelt category. He

listed the divisions and their acronyns: Li brari es,
Ar chi ves, and Museuns (LAM ; Pr of essi onal Teachi ng
Practices Conmmi ssi on (PTPO) ; Al aska Conmmi ssi on on

Post secondary Education (ACPE); and Al aska State Council on
the Arts (ASCA).

Co- Chair Neuman asked about the percentage of students who
went to high school and later conpleted a four-year college
program Conmm ssioner Hanley did not have the specific
details. He discussed that with a 71 percent graduation
rate, the state had one of the |owest college and career
going rates in the country. He added that the nunber of
col l ege students graduating in six years was also not as
high. He believed the issue was a focus for ACPE, the
uni versity, and DEED.

Co-Chair Neuman surm sed that the nunmber was |ess than 10
percent. Conm ssioner Hanl ey agreed.

Co-Chair Neuman believed the low rate contributed to the
i nportance of vocational education prograns.

2:52:18 PM
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Representative WIson asked how nany students had received
the scholarship since the programs beginning and were
still on the path to graduating fromcollege in four years.

Conmi ssioner Hanley replied that the APS report had just
recently been conpleted by ACPE. He relayed that the report
woul d be available in the near future. He did not have the
nunmber on hand.

Representative WIson noted that the data in the
presentation only included the first year. She wondered how
many students renmamined in the second, third, and fourth
years. Conmm ssioner Hanley agreed that it was an inportant
statistic.

Co- Chair Neuman requested a copy of the information when it
was avail able. Conm ssioner Hanley affirned that he would
provide the conmttee with the report from ACPE when
avai |l abl e.

Representative Gara addressed that ACPE ran the student
loan program He remarked that the state was having
difficulty getting people careers either through coll ege or
job training prograns. He noted that the load applied to
both scenarios. He detailed that the federal |oan rate was
4.6 percent and a used car loan was 3 percent or |ower,
whereas the state loan rate was 6.6 percent. He wondered
why the rate was so high and asked if the departnent had
pl ans to do anything about it.

Comm ssi oner Hanley agreed that the rate was high and was
probably a disincentive for many students. He noted that
his two children had found better rates for college | oans.

Co- Chai r Neuman thought the percentage was in statue.

Representative Gara believed the ©percentage was in
regul ati on.

Comm ssioner Hanley deferred the question to the director
of ACPE for further detail.

Co- Chair Neuman remarked that the |egislature had worked on
using the state's bonding agency to get very low interest
rates the previous year. He thought if the effort could be
conbi ned for postsecondary education |oans the rate could
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be as low as 3 percent. He believed there were
opportunities that existed.

Representative Gara noted that the bonding bill would
reduce the rate by slightly less than 1 percent, which
woul d still be high. He relayed that he had a bill, but was

waiting for a proposal from the departnment to |ower the
rates.

2:55:23 PM

Co- Chair Thonpson asked about the graduation rate for
students taking longer than four years to graduate. He
asked about the percentage of students who received GEDs.
Comm ssioner Hanley replied the graduation rate was only
slightly higher for fifth and six-year students. He
remarked that the goal was to nove students through high
school efficiently in a period of four years. He believed
students taking longer than four years to (graduate
represented a success story because they had stayed engaged
to get their degree. He communicated that the GED was
operated through the Departnent of Labor and Workforce
Devel opnent. He did not have the data on hand.

Co- Chair Thonpson asked the departnment to follow up on his
guestion related to the CGED

Representative CQuttenberg asked how the state tracked
students who left the system (e.g. students who noved,
joined the mlitary, or other). He did not believe the
departnent tracked the students. He wondered if there had
been further efforts to track the students.

Comm ssioner Hanley replied that the departnent tracked the
information to the best of its ability. Absent a request
for records the departnent did not know what happened to a
student who stopped conming to school; DEED did not track
the students down. He added that typically a student who
dropped out of high school did not qualify for the
mlitary; the qualifications were increasing.

2:58:41 PM

Vice-Chair Saddler referred to the 71.8 percent graduation
rate in 2013. He wondered if the rate was Al aska's highest
rate and how it conpared to other states.
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Comm ssioner Hanley replied that he believed it was the
hi ghest rate the state had achieved. He noted that the
nunmber was slightly lower than other states. However,
Al aska was one of about 23 states that had a high stakes
exit exam therefore, when conpared in that regard, Al aska
was slightly higher. He believed that with the renoval of
the Hi gh School G aduation Qualifying Exam he anticipated
that the graduation rate would inprove by up to 10 percent.
He expounded that the renoval of the qualifying exam was
removing a barrier to graduation and the resulting increase
woul d nean success had been achieved. However, it did allow
the department to conpare the state nationally to states
wi t hout hi gh stakes exans.

Vi ce-Chair Saddler asked if there was a statewide target to
reach a graduation rate of 80 percent by 2020. Comm ssi oner
Hanl ey replied that the target was 90 percent by 2020.

Vi ce-Chair Saddler commented that a significant portion of
the increase could come with the renoval of the exit exam
Comm ssioner Hanley replied that he had never brought the
topic up when discussing the exit exam because he thought
it was tine for the test to go. He believed it acted as a
barrier for too many of the state's students. He agreed
that it would inprove the graduation rate, but that was not
the reason to renove the exam He had wanted to prevent the
topic from driving the conversation because it felt
artificial

3:01:11 PM

Co- Chair Neuman did not believe any other state could have
an education systemthat was as diverse as Al aska's.

Representati ve Munoz spoke to the effect of the renoval of
the graduation exit exam She wondered if the graduation
rate data included the GED. Comnm ssioner Hanley replied in
the negative. He explained that students who get their CGED
had dropped out of high school and were no |onger on track
to receive a diploma. He believed it was a success story
when a person continued on with their education to at |east
recei ve their GED

Representative Mnoz |ooked at slide 5 related to the
Di vision of Teaching and Learning Support. She referred to
the 89 budgeted positions and remarked that the figure
($237 mllion) represented a snall portion of the overall
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budget. She wondered if the nobney was passed through the
division to school districts. M. Teshner replied that 87
percent of the division's budget was federal noney that
went to grantees.

Comm ssi oner Hanley pointed to slide 13 show ng a breakout
of the departnent's budget by core services. Public schoo
funding represented the majority of +the budget. Budget
accountability and conpliance included the departnent's
assessnment progr ans. He hi ghl i ght ed t hat school
effectiveness prograns accounted for 2 percent of the
departnment's budget and included the state system of
support, nmentors, the literacy institute responsible for
training teachers in reading techniques, and the APS cohort
funded through ACPE. Active partnerships represented 4
percent of the departnent's budget and included the Arts
Council, Parents as Teachers, Best Begi nnings, and ANSEP

Comm ssioner Hanley noved to slide 14 related to the FY 16
work in progress budget, which included school debt
rei nbursenent totaling $128 nmillion. The departnent's
budget was divided between the K-12 fornmula and agency
operations. The K-12 forrmula prograns accounted for $1.4
billion of the $1.7 billion budget. He furthered that K-12
programs received $20 mllion in federal funds, while
agency operations received $211 mllion. Federal funding
included the child nutritional services program Carl D
Perkins Career and Technical Education |nprovenent Act,
I ndividuals with Disabilities Education Act, and No Child
Left Behind. He highlighted that 2 percent of the
departnment's budget was paid for with interagency receipts
fromteacher certification and AVHTA funds.

Comm ssi oner Hanl ey addressed an operating overview for all
funds on slide 15. He elaborated that 95 percent of the
funds went out in grants, 2 percent went to personal
servi ces, and 3 per cent went to cont ract ual
responsi bilities such as assessnment contracts and contracts
for mentors and coaches.

3:06: 07 PM

Comm ssioner Hanley turned to slide 16 related to agency
operations. He relayed that DEED agency operations only
accounted for 5 percent of general fund expenditures. A pie
chart on the right showed agency operations by fund source:
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68 percent federal funds, 24 percent general funds, and 8
percent other funds.

Comm ssi oner Hanl ey provided budget highlights on slide 17.
He spoke to forward funding of the K-12 foundation formula
and communi cated that the governor had proposed shorting
the forward funding by 10 percent. He believed a
conversation would take place on the topic over the
upcom ng weeks. He addressed K-12 boarding hone grant
funding; HB 278 [education omibus bill passed in 2014]
designated that the DEED conm ssioner would annually open
an application period for new boarding hone prograns
(previously it had been at the comm ssioner's discretion).
He communicated that one program in Bethel had been
approved in the past year; the $736,100 request was before
the legislature. There had also been a slight increase to
the Nenana program He detailed that the schools were
approved for a certain student count; the schools were
allowed to exceed the specified nunber, but the state did
not pay above the specific amount. He explained that
Nenana's program had been successful and had the capacity
to add students. The Alaska Hi gher Education Investnent
Fund was a conbination of the APS and the Al askAdvantage
Education Gants. He elaborated that Al askAdvantage was a
needs- based grant program The two prograns had a two to
one ratio (currently $500,000 for APS and $250,000 for
Al askAdvant age) .

Comm ssioner Hanley discussed the Professional Teaching
Practices Conmm ssion on slide 17. He relayed that the State
Board of Education, based on intent |anguage from the past
year, had recently inplenmented a new regulation to increase
teacher and adm nistrator certification fees. The intent
| anguage spoke to the Professional Teaching Practices as
being self-sufficient and supported fully by fees from
education professionals. The proposal was currently out for
public comment and wuld change the five-year, $125
certification fee to $200. The adjustnent had been
determined by what it would take to make the Professiona

Teaching Practices Conmi ssion self-sufficient. He noted
that the departnment was receiving nunerous coments from
teachers on the proposed change. The Alaska Learning
Network (AKLN) one-tine funds from the previous year had
been included again in the governor's proposed budget. The
funds had been $850,000 the previous year; he anticipated
that as the adm nistration noved towards reducing its work-
i n-progress budget, he believed the nunber would be reduced
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slightly to allow the programto continue nore efficiently.

He shared that the program was increasing advanced
pl acement classes and was increasing training for teachers
providing the advanced cl asses. The depart nent was

finishing up an Al aska studies course that was required for
hi gh school graduation. He believed it could be the "go-to"
course as opposed to having districts using one of their
own teachers to teach the course. The course inplenmentation
had been delayed because cultural knowl edge had been
i ncorporated; a good portion of the course was a gam ng
platform He elaborated that the departnment was working to
ensure that the interaction was all culturally accurate. He
believed the course wuld be a tremendous asset. The
| earning network recognized that districts had to allow
students to test out of courses; the departnent believed
AKLN coul d offer sone of the courses to save districts from
devel opi ng their own.

3:11: 53 PM

Comm ssioner Hanley continued to address slide 17. He
explained that if a student knew the first half of a
course's material, but did not receive the score needed to
test out, the student could have the option of taking only
the second half of the course. He believed it greatly
supported districts and saved them from devel opi ng sone of
t he assessnents.

Ms. Teshner addressed slide 18 that pertained to the FY 16
governor endorsed budget. She noted that the amended budget
woul d be published sonetine the follow ng week. The slide
showed that the departnent would receive a 5 percent
reduction from the work-in-progress budget: a $2.8 mllion
reduction for non-formula programs, and a $9.4 mllion
reduction from formula prograns. She elaborated that
decrenments to foundation progranms, pupil transportation,
and special schools were driven by the updated projected
need based on student counts. She reiterated that the
reductions would be reflected in the governor's anended
budget. Slides 19 through 23 had been provided by the
Legi sl ative Finance Division. She pointed to a bar graph on
slide 19 pertaining to non-fornmula general funds: the
purple bars represented the departnment's budget and the
blue line represented the percent of the DEED budget
conpared to the total agencies' budgets. For exanple, DEED
had represented 2.2 percent of the statew de budget in the
FY 15 managenent pl an.
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Ms. Teshner remarked that the graphs on slides 20 through
22 were distorted because they included the K-12 aid to
school districts. She elaborated that the inclusion of the
aid to school districts nmade the other itens appear to be
flat funded. She pointed to a funding spike in aid to
districts in FY 15, which was caused primarily by one-tine
increnents in the FY 15 through FY 17 budgets. She
expl ai ned that the governor was renoving the FY 16 and FY
17 one-tine itens.

Comm ssioner Hanley added that the reduction in FY 16
reflected the renoval of one-tine funds that had been in
the FY 15 budget. He stated that the budget had increased
over the past ten years, but the funding had gone to
students; the remainder of departnment expenditures had
remai ned relatively flat.

Ms. Teshner addressed slide 21. She detailed that the

purple line represented Teaching and Learning Support,
which had increased slightly. The <chart on slide 22
reflected all fornmula progranms, general fund. Slide 23
represented agency operations (all non-fornmula prograns).

She noted that the slide showed how each of the conponents
had changed. She pointed to a green line associated wth
Al aska Library and Museuns and explained that the increase
resulted froma $5 mllion increnent for broadband, which
had been provided by HB 278 the prior year.

Co- Chair Neuman asked for a brief update on the lawsuit the
Ket chi kan Gat eway Borough had brought against the State of
Al aska. Conmi ssioner Hanley replied that a press release
had been published earlier in the day specifying that the
state would appeal the case to the Al aska Suprene Court
the state had al so requested a stay until the conpletion of
the appeal. He could not elaborate on specific details due
to the active status of the litigation. He discussed that
the judge had not declared that |ocal contributions were
unconsti tuti onal or illegal; t he problem was t he
nmet hodol ogy Al aska wused that determned the fund as
dedi cated. The departnent disagreed with the ruling and was
appealing. He was not suggesting that the state should do
anything differently; he anticipated it would be granted
the stay and that it would have the opportunity to argue
the case before the state suprene court. He believed it
woul d be one to two years before anything was deci ded.
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Co- Chair Neunman asked what would happen if Ketchikan won
the [awsuit.

Comm ssioner Hanley answered that it would be up to the
| egislature to determne the options. He detailed that the
judge had clearly stated in his finding that the state was

not obligated to take full responsibility for funding
education and that it was acceptable to request |ocal
contri butions. He furthered that there was not a
requirenent to suddenly replace the $200 (plus) mllion

that was under discussion in the case. However, there would
need to be decisions made about what the state would do
next, whether the legislature would change the way the
formula worked, recognizing the responsibility for an
equal i zed formula. He spoke to digging into conversations
about how the formula was done and how the funds were
col | ect ed.

3:19: 08 PM

Co-Chair Neuman believed it was prudent to have a plan in
pl ace to prepare for the ruling.

Representative Guttenberg referenced the conm ssioner's
earlier testinmony related to boarding schools and Nenana
specifically that a boarding school's funding was set at a
preci se student count. He detailed that a school could
increase its nunmber of students, but to receive increased
funding they had to cone back to the departnment for
approval. He wondered if the issue was outlined in statute
or regqgul ation.

Comm ssioner Hanley believed the issue was outlined in
regul ati on.

Co- Chair Neuman thought the issue was in statute (resulting
froml egislation sponsored by Senator John Coghill).

LES MORSE, DEPUTY COWM SSI ONER, DEPARTMENT OF EDUCATI ON AND
EARLY DEVELOPMENT, replied that the progranms operated under
an approved application through the departnent. Schools had
cone to the board in the past to request increased beds;
the board could increase the beds, but increased funding
required | egislative approval.

Representative GQuttenberg comented that Nenana had an
exi sting boarding school and Bethel was opening a school
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He discussed that the Nenana school had a specific nunber
of beds and students. He wondered what would happen to the
funding level if the nunber of students increased. He
wondered if the school was reinbursed. He did not want to
hi nder the success of prograns.

Comm ssioner Hanley did not believe it was a hindrance. The
schools presented their desired nunber of students, which
was approved by the departnent. He opined that it was
healthy to wunderstand the desired nunber in order to
di scuss increnents. He elaborated that a school needed to
make an intentional decision to increase its nunber of
students and the decision needed to be comrunicated to the
departnent. He added that there had never been nmuch of a
delay in the process; the school could go directly to the
board and then the request would go to the legislature the
foll ow ng session. He concluded that the departnent did not
fund above what it had al ready approved.

3:22:33 PM

Representative Gara hoped nunbers would be run through
school districts prior to the finalization of the
governor's budget. He cited that according to Legislative
Research Services the state had |ost over 600 teachers and
staff from FY 11 to FY 14. He stated that wunder the
| egislature's plan (without the governor's anendnents),
Fai r banks was facing between 35 and 70 |ayoffs, WMat-Su was
roughly $3 mllion short in the next school year of neeting
the current |evel of education, and Anchorage expected to
lose an additional 200 to 220 teachers and staff. He
stressed that the departnent had proposed to cut the
funding even nore. He wondered how educational achievenent
woul d increase with the nunerous staff cuts. He asked if
the departnment would speak to school districts before
finalizing the proposal.

Comm ssioner Hanley replied that the nunbers he had
di scussed with superintendents in Mat-Su and Anchorage were
different than those nentioned by Representative Gara.
Nonet hel ess, it was easy to quantify what a $32 nmillion cut
would do to school districts. He furthered that the
department had broken the data out by school district; the
cuts would also inpact l|ocal contributions. He expounded
that when the state renoved a certain portion for districts
receiving local contribution it had a multiplier effect.
The departnment had been asked to present a 5 percent and 8

House Fi nance Conmmittee 30 01/28/15 1:30 P. M



percent cut; it had provided the data, recognizing that it
did not represent 5 to 8 percent of DEED s overall budget.
He continued that the cut represented $2.8 nillion. He
stated that if deeper cuts were desired the cuts would cone
from noney the departnent provided to school districts. The
departnent had discussed the <cost to students, |obs,
communities, and other. He knew the governor was not happy
about what he put forward; but the governor felt it was his
responsibility to do so in order to lead the way towards
living within the state's neans. He recognized it was not a
cut anyone wanted to mneke; he was well aware of the
inplications and the inpacts that the cut would have. He
stated that the departnent’'s budget had increased steadily
over years. He also had great concern over the cuts. He
relayed that the budget had been finalized and the
department was working on the nunbers.

3:26: 23 PM

Co- Chair Neuman noted that no one had expected the drop in
oil prices. He reasoned that if nobney was not available, it
could not be spent.

Representative WIlson referred back to the Ketchikan |aw
suit. She stated that it would not only be $220 mllion.
She believed inmpact aid would be figured differently if the
awsuit was to be held. She remarked that the Fairbanks
North Star Borough received nmuch nore inpact aid because it
paid into the system She wondered how nuch the state would
be looking at. She referred to $190 million versus $220
mllion.

Comm ssioner Hanley agreed that to have the -equalized
formula, inpact aid was figured differently. There was no
way to know what the nunber would be wthout know ng the
next steps; it depended on what the |egislature chose as
the next step and plan. He guessed that if the state did
nothing it would have to see about getting an equalized
f ormul a.

Representative WIlson surmsed that the state would keep
100 percent of the inpact aid versus the percentage it took
currently. She asked for verification that there would be a
whole different way of calculating the fornmula because it
had nore to do with the disparity versus the inpact aid
itself. Commi ssi oner Hanl ey bel i eved Representati ve
Wl son's description was the concept at a high Ilevel;
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however, neeting the requirenents was a very conplex
process.

Co-Chair Neunman believed that the information would be a
large part of the ongoing discussion when working to
establish where the state would be three to five years down
the road. He discussed the schedule for the foll ow ng day.

#
ADJ OURNIVENT

3:29:02 PM

The neeting was adjourned at 3:29 p. m
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