ALASKA STATE LEG SLATURE
LEQ SLATI VE BUDGET AND AUDI T COW TTEE
Anchor age, Al aska
Cct ober 7, 2015
9:05 a.m

MVEMBERS PRESENT

Representative M ke Hawker, Chair

Senat or Anna MacKi nnon, Vice Chair
Representative Kurt O son - via tel econference
Representative Lance Pruitt

Representative Steve Thonpson

Representative Sam Kito

Senat or Lyman Hof f man

Senator Cathy G essel

VEMBERS ABSENT

Senator Bert Stednan
Senator dick Bishop
Representative Mark Neuman
Senat or Pete Kelly

OTHER LEQ SLATORS PRESENT

Represent ati ve Seat on
Representati ve Saddl er

COW TTEE CALENDAR

REVI SED PROGRAM - LEG SLATI VE ( RPLS)
EXECUTI VE SESSI ON
RELEASE OF PERFORMANCE REVI EW6

PREVI QUS COW TTEE ACTI ON

No previous action to record

W TNESS REG STER

CHRI' S MAI SCH, Director

Di vision of Forestry

Department of Natural Resources

Fai r banks, Al aska
POSI Tl ON STATEMENT: Presented RPL 10-6-5006.

BUD COWM TTEE -1- Cct ober 7, 2015



DAVI D TEAL, Director

Legi sl ative Finance Division

Legi sl ative Affairs Agency

Juneau, Al aska

POSI TI ON STATEMENT: Ofered a technical opinion on RPL 10-6-
5006.

DUANE MAYES, Director

Di vision of Senior and Disability Services
Department of Health & Social Services
Juneau, Al aska

PCSI TI ON STATEMENT: Presented RPL 06-6-0217.

JACQELLI ZI EGENFUSS, Adm n Operations Manager

Di vision of Senior and Disabilities Services

Department of Health & Social Services

Juneau, Al aska
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MEGAN WALLACE, Attorney

Legi sl ative Legal and Research Services

Legi sl ative Affairs Agency

Juneau, Al aska

POSI TI ON STATEMENT:  Answered questions regarding RPL 06-6-0217.
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Al aska Mental Health Trust Authority
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Anchor age, Al aska
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DAVI D TEAL, Director
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Juneau, Al aska

POSI TI ON STATEMENT: O fered a technical opinion on RPL 06-6-
0217.

ACTI ON NARRATI VE

9:05:49 AM

CHAIR MKE HAWKER called the Legislative Budget and Audit
Conmittee neeting to order at 9:05 a.m Representatives Kito,

d son, Thonpson, and Hawker and Senators G essel, Hoffman and
MacKi nnon were present at the call to order. Representati ve
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Pruitt arrived as the neeting was in progress. Also in
attendance were Representatives Seaton and Sadl er.

REVI SED PROGRAM - LEG SLATI VE (RPLS)

9:09: 07 AM

CHAI R HAWKER announced that the first order of business would be
RPL 10- 6- 5006, Depart nent of Nat ur al Resour ces, Fire
Suppression, Land & Water Resources.

9:09:10 AM

CHRIS MAISCH, Director, Dvision of Forestry, Departnent of
Nat ural Resources, advised that this is a "Challenge Cost Share
Agreenent Between The Al aska Division of Forestry and The USDA,
Forest Service Pacific Northwest Region State and Private
Forestry." He explained that the Division of Forestry (ADOF)
has been a participant in the Tongass Advisory Council (TAC) for
the |ast several years, and this cost share agreenent is the
recommendation of TAC to the United States Forestry Service
(USFS) on how best to transition from old growh tinber harvest
to young growth tinber harvest in the Tongass National Forest
while maintaining a viable tinber industry. He stressed that
the state has an interest in maintaining Southeast Al aska's
current industry together with opportunities to re-grow as the
young growh volunme in the Tongass National Forest becones
avai |l abl e. The agreenent, he noted, is divided into two major
tasks [referring to the handout within the conmttee packets]
and pointed to Attachment A of the agreenent, page 1, Task 1.

CHAIR HAWKER asked M. Misch to give the commttee an
opportunity to |locate the docunentation within their packets.

9:12:58 AM

MR. MAI SCH continued that Task 1A, B, and C, are different parts
of the project that wll provide technical assistance to the
Forest Service including: field crew working with their staff;
agreenent on protocol to perform the work; and testing new
procedures, particularly on Task 1B which is tinber between 40-
55 years of age. He referred to the project as a nerger between
two organizations with two different corporate cultures and two
ways of performng technical work, and said they have worked to
cone to an agreenent regarding how to proceed in the field next
sumer . The goal of this, he noted, is to identify the anount
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of young growth available for tinber sales over the next 15
years, to help support the industry in Southeast Al aska.

9:14:26 AM

CHAI R HAWKER questioned whether the purpose of the RPL is to
accept $4 nmllion of federal U S. Forest Service funding, and
whether it is a grant or contract with ADOF to perform these
servi ces. He further questioned whether the information gained
is strictly proprietary to the state in that it is federally
funded.

MR. MAI SCH responded that the information will be available as
public information and is not proprietary. He then confirned
that Chair Hawker's description of the project is correct, that
within the $4 mllion cost share agreenent ADOF does have a
match requirenment to do this work to help neet the nutual
primary goal of sustaining the tinber industry in Southeast
Al aska.

9:15:50 AM

MR. MAISCH referred to Task 2, [page 4] and advised $2.5 million
is allocated to Task 1, and $1.5 million is allocated to Task 2
of the $4 million agreenent. He pointed to Task 2A, B, and C
and said 2A is to provide workforce devel opnent and enpl oynent
opportunities for residents of rural comunities; 2B is to
inprove infrastructure across the various |land ownerships in
Sout heast including, state, private, nmunicipal, or other |and.
He advised that 2C is to conplete a forest resources assessnent
and provide financial assistance for other land owners in
Sout heast Al aska. He expressed that $1.5 nmillion is not a |ot
of nmoney to perform 2A, B, and C, but ADOF has detailed tasks
associated with each with no individual allocation of noney, and
much of the work will be performed by third-party contractors
t hrough an RFP process.

9:17:32 AM

SENATOR MACKINNON referred to Task 2, and noted there was
supposed to be a neeting in July, with a final work product on
August 15th, and asked whether that neeting was held and the
wor k product produced. In the event it was held, questioned why
the conmttee did not have specifics.

MR. MAI SCH answered that the neeting was held, but due to this
year's fire season, many of the sanme people on the project were
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engaged in dealing with fire situations in Al aska and the | ower-
48. He reiterated that this is the nerging of two different
corporate cultures with a nunmber of followup neetings, and
while they are making good progress, do not have a final
agreenment on how it will actually be done.

MR MAISCH wth regard to the match, referred to page 1

following Attachnment A, which is a series of work-sheets. He
advi sed that page 1, refers to Forest Service contributions and
cooperator contri butions.

MR. MAI SCH responded yes, to Chair Hawker's question regarding
the upper right side of page 1, which read: OVB 0596-0217. He
expl ai ned the sheet docunented what the Forest Service fiscally
is bringing to the table, both in hard dollars and in-kind

contri butions. The spreadsheet also depicts the cooperator
(state) contributions, and the state's match is approximtely
$1.4 mllion. The match ratio is 75 percent federal, and 25

percent state. The state matches are in-kind, with sone salary
and travel, but the majority of the match is in the "other line
itens,” and $1.3 nmillion is being matched by infrastructure
i nprovenents the state is making in Southeast Al aska. He
pointed out that in this particular case a CIP project is
constructing the Downer Bay Road on Gravina Island to a section
of state forest and Forest Service owned | and. He offered that
both will have tinber sales associated with themin the future.
He related that the match is sufficient to neet the required
match for this and, in fact, it slightly exceeded the match. He
cormmented that this project cones at good time for the division
with the FY2015 budget reductions, as the division wll wuse
| ong-term non-pernms, and short-term non-perns to help conduct
field work and oversee this project.

9:21: 26 AM

CHAI R HAWKER surm sed the approximately $1.4 nillion in state
match for this project is a non-cash requirenent other than it
is noney that is already in the state budget, and M. Maisch
wll not ask for any additional support at any tine to support
this project.

MR. MAI SCH responded, that is correct. The noney is already
either in-kind, which is the salary and |abor, or actually a
cash contribution. He explained it is a CIP appropriation

previously made, and offered that the Downer project is not
under construction yet but is close to being let out for
construction. No additional funding is required, he said.
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9:22:10 AM

SENATOR MACKI NNON noted that the allocation of $21,000 to this
project from the current travel budget line item indicates that
those funds would not be available to be used for other travel
opportunities.

MR. MAISCH replied, that is correct.

SENATOR MACKINNON inquired as to whether the division or
department will conme back and ask for a suppl enmental request.

MR. MAI SCH answered no, because a lot of the travel is to
Sout heast Al aska where he can conbine his duties on this project
wth other state duties; therefore, it is counted as an in-kind
contri bution.

9:23: 27 AM

DAVID TEAL, Director, Legislative Finance Division, Legislative
Affairs Agency, said the Legislative Finance Division has no
technical issues with the RPL, and noted the departnent
originally submtted it as a capital project. When asked why
capital as opposed to operating, the division chose to re-submt
it as an operating RPL. He explained it does |lean toward
operating and that neans the departnent will have to do sone
work in the 2017 budget process, but it is nothing the commttee
shoul d be concerned about as it works either way.

CHAIR HAWKER noted that nultiple vyear appropriations have,
historically, been nade through the operating budget rather than
a capital budget.

9:24:39 AM

SENATOR MACKI NNON nmoved and asked wunani nbus consent that the
commttee approve the follow ng RPL

10- 6-5006 Depart nent of Nat ur al Resour ces, Fire
Suppression, Land & Water Resources $4, 000,000 Federal
Receipts as a nulti-year operating budget item FY16-
FY18.

CHAIR HAWKER stated seeing no objection, [RPL 10-6-5006] was
appr oved. Chair Hawker noted that the docunentation behind the
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RPL was one of the npbst thorough he has seen in a very long tine
and congratulated M. Maisch's folks in putting it together.

9:25:48 AM

CHAI R HAWKER announced that the next order of business would be
RPL 06-6-0217, Departnent of Health & Social Services, Senior
and Disabilities Services, GCeneral Relief/Tenporary Assisted
Living dient Functional Assessnent.

9:26: 18 AM

DUANE WMAYES, Director, Division of Senior and Disability
Services, Departnent of Health & Social Services, explained the
CGeneral Relief Assistance (GRA) Program has been in existence
since 2004-2005, and wthin the Dvision of Senior and
Disability Services is the conponent "Adult Protective Services
(ATS)" that protects the vul nerabl e senior popul ation throughout
the state. He offered that when the division receives a report
of harm it is investigated, and the division then confirnms the
i ndividual is at risk. Subsequent to the confirmation of risk
and the agreenment of the individual, the division will renove
the individual from that location and place them into an
assisted living hone under the Ceneral Relief Assistance (GRA
Program He described it as an energent need, a safety net, for
vul nerabl e popul ati ons. He explained, the division then
devel ops an exit strategy to either return the individual where
they canme from or to other |ocations. Over time, the division
has taken in referrals into the general relief program from the
Al aska Psychiatri st Institute (API), the Departnent of
Corrections, and the Ofice of Public Advocacy (OPA). He
described the program as a general relief program with $8.1
mllion in funding last year, and through the |ast session and
governor's budget the program took an approxinmate $800, 000
reducti on, approximtely nine percent. He advised the division
is working with Behavioral Health and the Al aska Housi ng Fi nance
Corporation to develop this proposal that was approved through
HUD, the "811" program to increase exit strategies for
i ndi vidual s on general relief into permanent supportive housing.
He noted that the program they have is tenporary in nature.
There are approximately 600 individuals currently on general
relief and with the "811" project paying subsidies, the division
woul d renove approximately 60 individuals from general relief
and place them into pernmanent supportive housing entities
t hroughout the state within the first year.

9: 30: 00 AM
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MR. MAYES noted that in order to do that, the division nust "get
a handl e" on the 600 individuals currently in the program The
process of an individual entering the program includes review ng
an application and nedical docunentation, but a conprehensive
functional assessnent and housing survey is necessary to clearly
understand their needs in order to develop an appropriate exit
strategy.

9:30:40 AM

CHAI R HAWKER poi nted out the M. Mayes did not state what he was
asking for.

MR. MAYES replied that the anmount requested is Mental Health
Trust Authority Authorized Receipts (MATAAR) funding through the
Al aska Mental Health Trust in the anount of $175,000. He
expl ai ned the purpose of the noney is to hire a contractor to be
trained in a Daily Living Activities 20 (DLA) tool that has been
val idated, verified, and actualized by the State of Georgia. He
further explained the division would use this tool to perform

the 2-3 hour conprehensive assessnent, and the results will give
the division information necessary to neke appropriate
referrals. He reiterated it is a one-tine only request for

$175,000 through the Alaska Mental Health Trust Authority. Once
the approximate 600 assessnent results are acconplished, the
division will have the capacity internally to perform on-going
assessnents using that tool. He expressed that the growth of
t he vul nerabl e popul ation continues to rise, and the division is
chal | enged to acconplish 600 assessnents.

9:32: 30 AM

SENATOR HOFFMAN requested, of the 600 individuals, where they
are |l ocated throughout the State of Al aska.

MR. MAYES opined that 70-80 percent of the individuals are
|ocated in urban areas such as Southcentral Alaska and
Fai rbanks, with a smaller percent in rural Al aska. He said the
contract would be to assess all of the individuals throughout
t he state.

9:33: 03 AM
CHAIR HAWKER surmsed that M. Mwyes is asking for receipt

authority for a new other fund source of $175,000 to conplete
this activity. Chair Hawker pointed out that the senior
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services disability allocation wthin the budget is $17.9
mllion, of which M. Myes has authority to admnistratively
shuffl e noney as necessary. He questioned whether $175,000 can
be found anywhere in the $17.9 mllion budget.

MR. MAYES responded that there are other conponents, such as the
home conmmunity based services waiver, and the personal care
attendant program where every year the individual is assessed to
determ ne ongoing needs. He described the division as
"chal l enged” by the growh, and over the years there was a
backlog on its ability to keep up with the assessnents, and the
division currently has 17 assessors. He said the division had
to get "lean and nean" and revisit its structures, review
existing tools, and attenpt to streamline. He offered that the
division is "hanging on" trying to deal with all of the vol une
and different conponents. He said his response to the question
is that "we have a challenge to be able to keep up with all of
this work."

CHAIR HAWKER advised M. Myes that he did not answer the
guestion and restated, "you cannot find $175,000 in your al nost
$18 mllion budget to cover this additional cost of a new
contractor."

MR. MAYES deferred to Jacquel li Zi egenfuss.
9:35: 27 AM

JACQELLI ZI EGENFUSS, Adm nistrative Qperations Mnager, Division
of Senior and Disabilities Services, Departnment of Health &
Soci al Services, [Available for questions.]

CHAIR HAWKER reiterated that this is a request for $175,000 of
new recei pt authority in order to hire a third-party contractor
to conduct certain assessnents. He pointed out that the Senior
and Disabilities Services overall budget allocation is
$17, 926,800, and asked "do you not have capacity somewhere in
that nearly $18 nmillion to come up with and find a way to shift
$175,000 to this project if it's of sufficient priority?"

MB. ZI EGENFUSS opi ned that the division does not have sufficient
aut hori zation given the reductions that occurred for FY16, as
this is a G- program She said the assessnments for several of
t he waiver conponents have a federal conponent; therefore, the
di vision receives a 50 percent federal match, which the division
would not be able to utilize federal dollars in initiating the
contract for the general relief assessnents.
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9:37:26 AM

CHAI R HAWKER asked for clarification of her statenent that "if
we accept this noney from another receipt authority and it's not
general funds, we |ose 50 percent federal reinbursenent that we
would get if we found sone way to reallocate sone general funds
for this?"

M5. ZI EGENFUSS answered no, she clarified the other assessnents
for the waiver prograns are for Medicaid services; therefore, 50
percent federal match is received. She said these assessnents
are different in that the division is assessing clients of a
pure GF program therefore, the division would not receive a
federal nmatch. She explained that were the division to re-
shuffle, in essence, it would be |osing the match.

CHAI R HAWKER again restated the question, "do you have wthin
your $18 mllion appropriation, or even wthin Senior and
Disabilities Services, that you have the adm nistrative |atitude
to allocate as you choose, do you have $175,000 that you can
find to re-prioritize to this activity?"

MS. ZI EGENFUSS answered that it would require re-prioritizing
wi thin the division.

CHAl R HAWKER sai d she is correct.

MS. ZI EGENFUSS responded that the division does not have funds
avai |l abl e that have not al ready been allocated so ..

9:39:24 AM

CHAI R HAWKER interjected that she made two statenents of fact,
and asked her to draw a conclusion fromthose statenents.

MS. ZI EGENFUSS answer ed no.
MR. MAYES added that as a result of where the division is today

conpared to | ast year, the staff was reduced by 24 positions and
consequently all of the functions of the 24 staff are absorbed

within the division. He said the division is doing business
lean and attenpting to reconfigure how it wll neet workload
demands. He said he would like to respond that the division

could probably find [$175,000], but it is looking at all of the
division's conponents to determ ne whether additional funding
can be found to neet needs throughout the division.
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9:40: 54 AM

SENATOR MACKI NNON asked whether the 24 positions he referred to
were all filled positions and asked himto give the conmttee an
i dea of actual workload transition. She acknow edged that his
team works very diligently to acconplish services inportant to
each Al askan.

MR. MAYES responded that the 24 positions were filled, and noted
that for a long tinme he wll renenber neeting individually with
each of the individuals to give themtheir pink slip.

9:42: 09 AM

SENATOR MACKINNON surmsed that individuals were hired to
process applications for Mdicaid expansion.

MR. MAYES said the 24 position were throughout the division and
sone were "that, yes," and others within the Quality Assurance
unit ... with a variety of conponents, two positions within the
Child Protective Services wunit, and scattered throughout the
di vi si on.

9:42:49 AM

SENATOR MACKI NNON noted that M. Mayes let 24 go, and asked how
many individuals were then hired to inplenent Medi cai d
expansi on, because that was a choice. She opined that sone
| egislators said it was a choice that would inpact seniors and
people with disabilities.

MR. MAYES questioned whether Senator MacKi nnon was speaking to
bri ngi ng on additional positions for Medicaid expansion.

SENATOR MACKI NNON asked whether she was correct in stating that
this admnistration did that.

MR MAYES said, that's correct.

SENATOR MACKINNON inquired as to whether it was nore or |ess
than 24 positions.

MR. MAYES advi sed that he could not answer that question.

9:43: 32 AM
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CHAI R HAWKER pointed out that the roll of the Legislative Budget
and Audit Conmttee is advisory, and that M. Mayes has the
authority after 45 days of submitting notice to the commttee of
the RPL to nove forward and do wth the RPL as [the
adm nistration] will, regardless of the cormttee' s opinion. He
asked whether M. Myes would commt to respecting the opinion
of this commttee in not going forward should the commttee not
approve it today.

MR. MAYES said he was not aware that after a certain nunber of
days the division can nove forward with the RPL regardl ess of
t he deci si on made t oday.

CHAI R HAWKER expressed surprise that M. Myer was not aware of
t he process by which Medicai d expansi on occurr ed.

MR. MAYES said he was stating "what | know. "
9:44: 34 AM

REPRESENTATI VE PRUI TT asked if there is sonmeone who can speak to
this. He referred to a nmeno from Legi sl ative Legal and Research
Services, page 1, paragraph 3, referencing a statute that
provides for an increase of an appropriation item based on
additional federal or other program receipts, and said that in
this case, the discussion does not pertain to federal funds,
whi ch was the Medicaid expansion. He asked whether this RPL,
being from the Mental Health Trust Authority, then falls within
t he designation of other programreceipts.

CHAI R HAWKER advi sed Representative Pruitt that the answer to
his question is, yes.

9:45: 21 AM

MEGAN  WALLACE, At t or ney, Legi sl ative Legal and Research
Services, Legislative Affairs Agency, responded that Chair
Hawker is correct, the Mental Health Trust Authority Authorized
Recei pts (MHTAAR) funds are considered program receipts and;
therefore, are subject to the RPL process.

REPRESENTATIVE U TT surmsed that if this were general fund
noney that woul dn't be the case.

M5. WALLACE answered, that is correct.
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REPRESENTATI VE PRU TT asked whether statutorily designated
receipts of programs such as, DNR forestry wth certain
designated receipts ... if it was an expansion of that program
and utilizing those receipts, would the comrttee have the
ability to say yes or no, and then after 45 days could the
governor approve the utilization of those nonies.

M5. WALLACE explained that if the additional program receipts
referred to had not already been appropriated then yes, he would
be able to wutilize that program Al t hough, she noted the
| egi sl ature does already appropriate some program receipts in
the budget so it would have to be additional program receipts
received that the legislature did not anticipate or previously
appropri ate.

9:47: 08 AM

REPRESENTATI VE PRU TT surm sed that the only thing the governor
cannot override the legislature on, after 45 days, i's
specifically general fund noney. He further surm sed that

should the governor find it in "some other pocket" he can use
it.

M5. WALLACE stated as long as it is federal or other program
recei pts that have not previously been appropriated then, yes
he can nake the request through the RPL process. She offered a
caveat that each RPL nust be taken as they cone and exam ne each
one, but generally yes, that is correct.

9:47: 52 AM

REPRESENTATI VE KITO referred to the $175, 000, and noted that
shoul d the departnent attenpt to receive that noney from anot her
portion of the division, that would nean $175,000 of natched
funding for federal Medicaid receipts would not be available and
t hereby turning back another $175,000 of Medicaid receipts. He
said with regard to additional program receipts, the |legislature
doesn't always anticipate all of the available program receipts
for various prograns. In the event nore noney is received than
anticipated, he pointed out, that this process provides the
opportunity to consider that noney and then allow for that noney
to be utilized to provide state services." He noted, that for
clarification should the division take $175,000 out of another
place in the division, it would jeopardize "our" ability to
bring in some federal Medicaid receipts. Representative Kito
asked whet her he was correct.
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MR. MAYES deferred to Jeff Jesse.
9:49: 29 AM

JEFF JESSE, Chief Executive Oficer, Alaska Mental Health Trust
Aut hority, Departnent of Revenue, in response to Representative
Kito's question, advised it is a question for the fiscal folks.

9:49: 46 AM

SENATOR MACKI NNON st ated her question goes to Medicaid expansion
and asked how the legislature can, in the next round, have
confidence in the nunbers M. Jessee brings forward for his
recei pt authority. She questioned how Medicaid expansion was
funded and the administrative costs, wthout comng to this
conmittee to ask for that transfer, and also making $175, 000
avai lable for something else. She further asked what is
remai ning, are nore funds available to do other things that the
| egi slature may have wanted to weigh in on as far as utilizing
those for other benefits the Trust's beneficiaries may need.

MR. JESSE referred to Medicaid expansion and explained that the
trustees recognized the challenges that the state would face in
i npl enenti ng Medi caid expansion. He offered their belief that
on the whole there would be a net financial benefit not only to

the state, but to "literally" thousands of the Trust's
beneficiaries who would beconme eligible under Medi cai d
expansi on. He pointed out that in an effort to assist, the

trustees authorized the first year adnministrative expenses as a
way of making the first year a no-cost effort with the idea that
the savings that would cone from expansion would then offset
ongoing admnistrative expenses. For exanmple, wthin the
Department of Corrections, he personally reviewed the nunber of
eligible inmates, under expansion, that should an inmate go into
a hospital for 24-hours or nore, would the cost be paid by the
Medi caid program as opposed to currently being paid 100 percent
by G He expressed confidence that after |ooking at the data
there would be a hard savings of at least $5 million, so the
trustees nmade the adm nistrative expenses funds avail able, which
was di scussed during the session as various bills noved through
t he process. During the special session the board' s view was
that the trustees made that noney available if the state chose
to nove forward with expansion and pursue naking these folks
eligible and trying to inprove services and save noney over the
| ong run. He pointed out that how the state nmade that decision
was a political decision, in the board' s view, involving the
| egislature and admnistration wth many discussions and
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di sagr eenent s. He related that it was not the board's job to
weigh in on one side or the other on that I|arger political
debat e. He remarked that if the court had told the state it
couldn't rnove forward with expansion, the Trust's noney would
not have been available ...

9:53: 53 AM

SENATOR MACKI NNON rel ated that the question she had asked was,
where the board found new noney to neke available after the
| egislature did not act on Medicaid. She asked how many nore
receipts are still available to be distributed based on what M.
Jessee presented to the legislature, which was a very different
pi cture on his allocation of receipts.

CHAIR HAWKER additionally requested the M. Jessee include a
brief summation of how the Mental Health Trust Authority
operates, and the legislature's jurisdiction over the funds.

MR. JESSEE advised that the board operates wth an asset
managenent policy that is a percentage of market value entity,
as to its cash assets that are primarily in the permanent fund
with a small portion of reserve incone ...

CHAIR HAWKER interjected that those funds are managed by the
permanent fund, and that M. Jessee nust be careful in his
description of the permanent fund.

MR. JESSEE clarified that the Trust's cash funds, the corpus,
are managed by the Al aska Permanent Fund Corporation as it is
simlar to a nmutual fund in that it pays its share of expenses
and it receives its share of their profits or |oss. The Trust
distributes noney from that corpus on a percentage of nmarket
value basis, 4.25 percent per year, which goes into a pool
available in the following year for admnistrative expense and
the programmatic expenses of the nental health program In
addition, he advised, the Trust land office generates incone
from its natural resources and lands which is added to the
payout from the permanent fund, additionally there are smaller
sources of funds coming in each year. The trustees have the
ability to spend that noney without a legislative appropriation
directly making grants to entities in the state, he explained.
However, he noted, should the board work through a state agency,
it must have receipt authority in order to receive and expend
those funds, which are Mental Health Trust Authority Authorized
Recei pts (VHTAAR). He explained that the legislature is not
appropriating trust funds, they are authorizing the receipt of
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t hose funds, such as federal funds. Each year the trustees nake
budget recommendat i ons based upon its focus ar eas,
col |l aborations wth other state agencies, or legislative
initiatives. He offered that during their Septenber neeting,
where the budget is set out, the trustees generally do not
all ocate 100 percent of the projected available incone. He said
the board wusually holds back anywhere from $600,000 to $1
mllion out of approximately $24 nmillion for a variety of
reasons. For exanple, he said, it may be during conversations
with the Ofice of Mnagenent & Budget that an admnistration
would like to pursue an initiative and would like help fromthe
Trust, and due to the unallocated funds the trustees are able
upon occasion to assist. Simlarly within the |egislative
process |ast session, wthin the discussions of reducing
recidivism the board offered $125,000 of MTAAR, with $125, 000
of G-, to fund the Alaska Crimnal Justice Information Center.
Normal Iy, he noted, because it is a state function the trustees
can only fund it for a certain period of time, but the trustees
did not nmake that condition for the Alaska Crimnal Justice
Information Center due to the state's fiscal crisis and the fact

that this function nust continue for sone length of tine. He
said that general relief is a good exanple of a well-intentioned
program funded exclusively with general funds. In the board's

view, it has beconme a default program to put people in to get
t hem housi ng. He questioned when general funds are reduced in
what manner will those people be served, and advised that the
board spoke wth the departnent regarding the reduction of
services ...

10: 02: 33 AM

SENATOR MACKINNON interjected that M. Jessee advised the
comiittee that the board sets aside $600,000 to $1 million in
unal | ocat ed noney. She then requested the specific anount the
board allocated for adm nistrative costs [ for Medi cai d
expansion] that she believed was $1.4 mllion, which is in
excess of the noney he told the commttee was avail able. She
again asked where the funds came from and how nuch nore
unal | ocated noney is avail abl e.

MR. JESSEE advised that in addition to the payout the trustees
make each year, the trustees also have an obligation to
inflation proof and in any given year the trustees consider the
earnings from the permanent fund and how those funds conpare to
the 4.25 [percent] payout. He commented that a challenge is
that it is a perpetual trust; therefore, they cannot go into the
principal of the fund. As a result, an incone reserve was set
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up of four times that payout for the years the pernmanent fund
returns are less than the 4.25 percent payout. In years the
permanent fund is greater than 4.25 percent, the first step is
filling the reserve to 400 percent, and the second step is
inflation proofing. Over tinme the board tracks inflation
proofing and when the reserve is fully funded, and the principa
fully inflation proofed, the trustees can review the payout for
a potential increase. For exanple, he said, when the Trust
started in 1995 the payout was 3 percent, and after funding the
reserve, inflation proofing the original $200 million, over the
years increased the payout to 4.25 percent. He expl ai ned that
| ast year, the excess above the payout and reserve was roughly
$30 mllion, yet approximately $38 million is needed to catch up
with inflation proofing.

10: 07: 08 AM

MR. JESSEE advi sed that the trustees determ ned that the purpose
of inflation proofing is to protect future beneficiaries by
ensuring that the principal continues to provide resources for
the nmental health program then, and not overcommt to the
current year's beneficiaries. He stated that when the trustees

di scussed Medicaid expansion they determned that $30 mllion
was available for inflation proofing, so the $1.4 mllion is
comng out of the additional income above the payout and above
filling the reserve that would be available for inflation
proofi ng. He comented that the board' s argunent is that
getting "literally" thousands of beneficiaries covered by health

i nsurance now is nore valuable to future beneficiaries than what
$1.4 million put into the permanent fund for inflation proofing
woul d generate over that future tinmefrane. He conveyed that it
is an "unusual" action on the part of the trustees, based upon a
uni que opportunity to protect thousands of beneficiaries for a
long tinme to cone. He reiterated that the $1.4 nillion is
comng out of that additional funds available for inflation
proofing, and it |leaves the Trust with, instead of approximately
$8 mllion short of fully inflation proofing the fund it is
approxi mately $9.4 short. He pointed out that when review ng
the macro level, as the fund revenue and expenses change over
time, is a very snmall percentage of the overall fund. Anot her
reason the trustees took nmoney from that fund was to preserve
the unallocated funding and assist such projects as the Al aska
Crimnal Justice Information Center and this particular RPL, he
expl ai ned.

10:10: 03 AM
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SENATOR MACKI NNON stated that Medicaid expansion was a policy
choice and not a political choice, in that this admnistration
chose from a policy perspective to expand Medicaid and it had
nothing to do with politics. She said, "It is a policy decision
and it is not political."

MR. JESSEE apol ogi zed and advised he neant "political™ in the
sense of a separation of powers decision, not that it was
parti san. There are two branches of governnent that had to
figure out whether the state would nove forward, and the board
is just trying to protect the beneficiaries.

10:11: 39 AM

SENATOR HOFFMAN surnmised the $1.4 mllion was taken out of
inflation proofing and not out of a conbination of the
unal | ocat ed $600, 000 to $1 m !l li on.

MR. JESSEE answered yes, it was taken out of what was avail able
for inflation proofing.

SENATOR HOFFMAN asked whether M. Jessee is asking this
conmittee to spend $175,000 out of the unallocated portion of
$600, 000 to $1 mllion.

MR. JESSEE said yes that's correct, in order to avoid a short
term reduction in service. He said the board noted that if the
division had to get this one-tine funding out of the rest of the
program it would reduce direct services, and since it is an
adm nistrative function the board would rather supply those
funds than have the services to the beneficiaries reduced.

SENATOR HOFFMAN surmised that the decision to spend $1.4 mllion
was the board's decision, and the [$175,000] nust be allocated
by this commttee.

10: 13: 15 AM

REPRESENTATI VE PRU TT referred to the prior inflation proofing
testinmony, and said it appears to be over several years that the
$30 million has been built up.

MR. JESSEE responded no, actually that's in the |ast year.

REPRESENTATI VE PRU TT asked whether that becones part of the
princi pal .
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MR. JESSEE answered that it has in the past, but the trustees
have started to put that into a "nom nal designation,” and for

accounting purposes it is considered part of the principal, "but
it'"s not,"” it is in a category where the trustees could access
it if necessary. He described it as a hybrid between incone and
principal, because once it's in the principal the trustees

"can't get at it."

10: 14: 30 AM

REPRESENTATIVE PRU TT surmised that the [trustees] have been
given the leeway to manage that, in terns of whether they have
the ability to touch it at a future tinefrane. O, he

questioned, is it like the permanent fund where the legislature
pl aces the inflation proofing and it goes into the principal and
is not available for appropriation to the legislature. He posed
the question, for noney from the Mental Health Trust Authority
to be expended does it have to have the approval of the board or
can the admnistration utilize that noney w thout going through
t he board.

MR. JESSEE replied, "Absolutely not," the governor and/or the
| egi sl ature cannot expend Trust funds w thout the approval of
t he board of trustees.

10: 15: 44 AM

REPRESENTATI VE PRUI TT opined that as the state noves forward in
the next couple of vyears every departnent, including the
Departnment of Health & Social Services, wll feel a pinch. He

expressed concern that, with the legislature being the board of
directors of the state reviewing the finances of the state,
potentially there wll be noney available out there to be
expended and [yet] the |egislature does not have the ability to
say whether it is an appropriate utilization for the state. He
reiterated that because things are changing as a state, it
appears there is potentially a lot of noney out there avail able
to utilize in manners that the legislature may feel is different
fromthe direction it wants to go.

MR. JESSEE offered that Representative Pruitt's point is "right
on," and the flip side is the opportunity the state,
| egi slature, and administration have to work with the trustees
to further what the legislature would |ike to see acconplished.
Frankly, he pointed out, this RPL is part of that as the
| egislature wants to reduce the cost for this general relief
program Therefore, he related, the board is offering to assi st
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by paying for an assessnent of the 600 people in the programto
determ ne what they need, whether there is a cheaper alternative
to serve them whether other funding sources can be accessed,
and whether there is a manner in which to reformthis program so
not only will the current reductions not harm beneficiaries, but
future reductions can be achieved. It's a two-edged sword, he
described, in that there is an opportunity for the |egislature
to work with the board as well, which is why wunder the
settlenment the trustees make recommendations to the |egislature.
In the event the legislature does not agree, the legislature
wites a letter to the Trust every year to explain why the
| egislature did not follow the proposals of the trustees, and
what the legislature would like to see done differently. He
explained that direct feedback from the legislature and/or
governor is an inportant part of the settlenment and offered that
the board wel cones the opportunity to be full partners in the
reform and budget reduction future Al aska faces. For exanpl e,
he pointed out, the trustees funded the contract for the
Departnment of Health & Social Services to review reformin the
Medi cai d program because if that programis not reformed it wll
not be sustainable. He stated that when it collapses of its own
weight, if sonmething is not done collectively the beneficiaries

are harned. He said, "W're very wanting to work
coll aboratively with the |egislature because that's the only way
our beneficiaries are going to be successful in the comng

chal l enges that we all face."

10: 19: 30 AM

REPRESENTATI VE PRUI TT said he appreciates that but it still gets
to the point of, there's always a reason to spend noney, there's
al ways a good program and alnobst everything in the Departnent
of Health & Social Services is a good reason. He highlighted
that the issue is that there is a growi ng anount of noney, and
if the legislature feels it is not the direction to go forward,
the trustees have the ability to disagree with the |egislature.
The trustees can continue in their direction with a grow ng pot
of noney based on the fact that the trustees chose to not put it

in the principal of the fund, he stated. He expressed
hesitation in that it is still the legislature's ability to make
policy related to health and social services but, "I wouldn't
say that it's been ... there's the ability to go around it or

that it is being done, but | think there's the potential there."

10: 20: 58 AM
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SENATOR HOFFMAN commented that there are many entities in Al aska
that do not fall wunder the Executive Budget Act that the
| egi slature does not have control over funds. He noted that
this fund is even further ... the legislature decides which ones
they are and are not under, but the Mental Health Trust
Authority Fund is even further protected because it is a
settlenment under a | awsuit against the state.

MR. JESSEE agreed with Senator Hoffman, and said he understands
the Medicaid expansion is very controversial, and described
various prior opportunities wherein the partnership between the
Trust and the State had been mutually beneficial for many, nmany
years. Notw thstanding the issues around Medicaid expansion, he
opined that this system has worked well to everyone's nutual
benefit and would like to continue to in the future.

10: 23: 10 AM

CHAIR HAWKER stressed he would |ike to nmake clear that the
Mental Health Trust Authority and the noney, |and, and resources
the Trust possesses was established as a result of the finality
of a lengthy |lawsuit decided by the Al aska Suprene Court.

MR. JESSEE answered that is correct.

CHAI R HAWKER surnised that the npbney and those assets were in
fact, although the Trust is a government entity, specifically by
the results of that settlenment conpletely renoved from the
control of the |egislature.

MR. JESSEE responded yes, with the exception that the trust's
adm nistrative budget, salaries, nust be approved by the
| egislature to prevent enpire building its admnistrative
structure.

CHAI R HAWKER comrented that it is only by choice that the Trust
provi des program funds on behalf of its beneficiaries through
the | egi slature's budget.

MR. JESSEE said that is correct, and pointed out that even
t hough the Trust makes grants outside of the budget process, it
has a priority to work in conjunction with the |egislature and
adm ni stration because it does not want to create a separate
mental health program when it is trying to integrate a
conprehensive nental health program He noted that in this
case, the Trust could have probably assessed these people, but
this is a departnental function because it nanages the program
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He explained the Trust is trying to transition from a G
dependent system of care to a system of care that is nore
efficient, effective, and cost |ess G-

10: 26: 26 AM

CHAIR HAWKER expressed the inportance of the legislature
confirmng nenbers of the Mental Health Trust Authority Board of
Trustees as it is the authority the legislature has over this
agency and once a nenber is confirmed, they are in the decision-
making role. He noted that occasionally the legislature
overl ooks the people appointed to this agency in how truly
inmportant the role is that they play in the State of Al aska.

REPRESENTATI VE PRU TT expanded that while he understands the
Mental Health Trust Authority's separation, its independence,
and what it was made for, the [concern] is that there is an
entity with the potential to nove the |egislature and nove the
direction of policy. As Chair Hawker highlighted, he said, the

departnent is the one that will nove forward and do it. In the
event there is approval by the trustees and acceptance by the
adm ni strati on, outside  of the legislative process, it

essentially has the ability to nmake a state agency accept and
nove forward on a programthe legislature did not initially feel
was the direction it wanted to go - for exanple, Medicaid
expansi on. He described it as an interesting dynamc wth what
the institution has and why it is inportant to not overl ook
appoi ntees to the various boards.

10: 28: 40 AM

REPRESENTATI VE SADDLER referred to M. Jessee's statenent that
the $1.4 mllion expenditure was "unusual," and asked whether
there has been precedent in which the trustees have decided to
use noney instead of inflation proofing and restoring the short
fall for any other policy priorities. He questioned whether the
Trust expects to do this type of transaction nore often, what
criteria is used, or is this the first tinme it has happened.

MR. JESSEE opined it may have happened in the past and coul dn't
recall the circunstances, but the description is accurate that
it would be an extraordinary situation where the trustees would
| ook at doing that. The reason being that the systemis set up
inits normal course to run differently and, he added, under the
settlement inflation proofing is discretionary on the part of
the board such that, income from the Trust nay be used to
inflation proof. He said the trustees have taken the position
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t hat in the long run their fiduciary duty to future
beneficiaries does require them to prioritize using incone for
inflation proofing. He said he believed the sane is true with
t he permanent fund but was unsure.

CHAIR HAWKER stated that M. Jessee is correct, which is why the
| egi sl ature separately appropriates inflation proofing into the
permanent fund each year from the available permanent fund
receipts.

10: 30: 45 AM

DAVID TEAL, Director, Legislative Finance Division, Legislative
Affairs, said the departnent referred to options in the RPL
under Hone and Comunity Based Services Medicaid Reform
(1915(1)(k)) of the federal code. He stated the options appear
to be irrelevant to this RPL because they are not effective
until FY18. He advised that the point does no harmto this RPL
which is for immediate noney to perform assessnents to determ ne
eligibility for housing assistance under AHFC 811 grants and
that program nay start as early as Novenber with the assessnents
and housing sonme time |later. He noted the real question was
something that wouldn't have cone up until recently when there
are decrenents in the budget. In the event there had been no
decrenents this RPL probably would have not raised technical
guesti ons. However, the governor and l|legislature did cut this
program from the general fund of approxi mtely $800,000, which
lead the division to question whether adding noney back to the
program would make it appear that this comrittee was overriding
the will of the legislature. He referred to a 10/1/15 neno from
Legi sl ative Legal and Research Services wherein it concluded the
RPL was a valid request because the request for funding was
MHTAAR receipts, and the cut was general funds. Al t hough, the
| egislature indicated it wanted to cut the program there was no
clear indication the cut was a desire to cut the services as
opposed to sinply a pressure to reduce the budget. Due to the
fact these are a different source of funds not available to the
legislature at the tine the budget was reviewed, they then
appear as additional program receipts nmaking it a valid RPL.
G ven that, he pointed out, the technical issues go away but
clearly there are [two sides of the coin here], and it is purely
a decision by the conmttee.

10: 34: 30 AM

CHAI R HAWKER offered that the issue the conmttee is facing is
t hat there is «clearly a legally wvalid RPL from the
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adm nistration, and the concerns raised by Legislative Finance
are also quite legitimte. He said, "If we approve this RPL are
we contradicting the intent the finance commttees." He asked
what the committee wants to do, and is the action it takes
sonet hing that would be condoned, or not condoned, by the |arger
| egi sl ature that the commttee represents.

MR. JESSEE disagreed with the statenent that 1915(i)(k) is not
relevant to the RPL because the issue is reform noving forward
and the necessity of assessing 600 people to determne how to
shape reform to get them served while mnimzing the draw on
general funds. He explained that in the short run he would
agree, but it is part of a longer term reform strategy to
understand nore of what these people need and what they m ght be
eligible for that woul d reduce general funds.

10: 36: 32 AM

MR. TEAL agreed with M. Jessee, and said he did not nean to
inply that they were irrelevant to this RPL because the RPL
process is typically seen as a short-term [issue] that the
| egi slature did not have a chance to address. He added that the
1915 options, because they are available beginning FY18, one
woul d expect the full legislature to deal with the issue and the
| ong-term reform aspects. The RPL itself deals only wth the
AHFC program he expl ai ned.

10: 37: 17 AM

SENATOR HOFFMAN added that the $800,000 cut is still in effect
and the additional funds [$175,000] are one-tine funds, and he
could not see howthis effects the adopted | egislative budget.

10: 37: 40 AM

The commttee took an at-ease from 10:37 to 10:47 a. m

10:47:45 AM

CHAIR HAWKER offered appreci ation for t he committee's
participation in the discussions that flushed out a solid
grounding for a decision and asked Senator MacKinnon for a
not i on.

10: 48: 11 AM
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SENATOR MACKI NNON nmoved and asked wunani nbus consent that the
commttee approve the foll ow ng RPL:

06- 6-0217 Departnment of Health & Social Services,
Seni or and Disabilities Servi ces, Cener al
Rel i ef / Tenporary Assisted Living Cdient Functional
Assessnment  $175,000 Mental Health Trust Authority
Aut hori zed Recei pts as an operating budget item

CHAI R HAWKER announced that seeing no objection, RPL 06-6-0217
was approved.

EXECUTI VE SESSI ON

10: 48: 57 AM

CHAl R HAWKER announced the next order of business would be an
executi ve session.

10: 49: 09 AM

SENATOR MACKI NNON noved and asked unani nbus consent, that the
Legislative Budget and Audit Commttee enter into executive
session under AS 24.20.301 to discuss confidential performance
revi ew reports.

CHAI R HAWKER announced that seeing no objection, so ordered.

10: 49: 34 AM

The commttee took an at-ease from10:49 a.m to 4:05 p. m

4:05: 31 PM

CHAI R HAWKER brought the commttee back to order at 4:05 p.m
Representatives Kito, Oson, and Hawker and Senators G essel,

Hof f man, and MacKi nnon were present at the call to order.

RELEASE OF PERFORMANCE REVI EW6

4:06:43 PM

SENATOR MACKI NNON nmoved the conmittee to rel ease the Departnent
of Health & Social Services prelimnary performance review
reports to the agency for response: behavi oral health, |ong-
termcare, and adm nistrative structure.
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4:07:12 PM

CHAI R HAWKER advi sed the question before the commttee is noving
the three prelimnary reports: behavioral health, long-term
care, and admnistrative structure to the agency for its
coment. There being no objection, it was so ordered.

4.07: 38 PM

CHAl R HAWKER ascertai ned there was no additional busi ness before
the comm ttee.

4:07:51 PM
ADJ QURNVENT
There being no further business before the comittee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
4:07 p.m
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