




DATE: 04/19/04

SENATE FINANCE COMMITTEE REPORT

FU R TH E R :

D ATE T U R N E D ^  q C O M M E E . 
IN TO O FFIC E : ' j O T J ^ r X C P 0 ^

REPORTED OUT

3 0 2004
SENATE FINANCE

Finance C om m ittee considered S E N A TE BILL NO. 376

SB 376  PU BLIC  AS S IS TA N C E  AN D  S U B P O E N A  P O W ER 

"An Act relating to public assistance and subpoena powers."

and recom m ends:

] be re p la c e d  with 

V ^ a d o p t  p re v io u s  _

CS

C S T o B  S f e

< )

] a ttached am endm ent(s)

] adopt Letter of Intent by 

] further referral to ______

C om m ittee

C om m ittee

Senate B ill:
[ ] Same Title 
[ v f  New Title

H ouse B ill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR #______

NEW  FISC \L  N O TE(S ): P R EV IO U S F IS C A L N O TE (S ):

Departm ent Date Fiscal Indet. Zero. FN#

V *

D epartm ent Date Fiscal Indet. Zero FN#

5 6

[ ] APPROPRIATION - no fiscal note

SIGNATURES AND RECOMM ENDATIONS:
DO

Pa s s  „
Do N o t

^ - P ass
N o  R ec A m en d

f T O  ( s Z f a - r
' l /  r o L —  ^  

(1 1  i

/? /]

C o c h a ir : V )  S ' '  ( \ l



REPORTED OUT

STATE O F ALASKA
FISCAL NOTE

Fiscal Note Number: 1 APR 3 0 2004
2004 LEGISLA TIVE SESSION Bill Version: CSSB 376(H :S) RFNATE FINANCE

( S ) Publish Date: 4/19/04 COMMITFF
Revision Date/Time (Note if correction): Dept. Affected: Health & Social Services

Title

Sponsor 

Requester 

Expenditures/Revenues

PUBLIC ASSISTANCE AND SUBPOENA 
POWERS RDU Public Assistance

Component Public Assistance Admin

SENATE (HES) 

SENATE (HES) Component No. 

(Thousands of Dollars)

233

Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 5.5 5.5 5.5 5.5 5.5 55
Travel
Contractual
Supplies
Equipment
Land & Structures
Giants & Claims
Miscellaneous

TOTAL OPERATING 5.5 5.5 5.5 5.5 5.5 5.5

CAPITAL EXPENDITURES

CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1037 GF/Mental Health
Other 1156 Receipt Services Funds 5.5 5.5 5.5 5.5 5.5 5.5
Other(Specify Type-do not abbreviate)

TOTAL 5.5 5.5 5.5 5.5 5.5 5.5

Estimate of anv current year (FY2004) cost: __________
Mark this box (X) if  funding for this bill is included in the Governor's FY 2004 budget proposal: I
POSITIONS________________________________ __________ __________ __________ __________ ________
Full-time ______________________________________________________________
Part-time ______________________________________________________________
Femporary____________________________________________________________________________

ANALYSIS: (Attach a separate page it necessary)
The addition of subpoena power will strengthen the Department's efforts to combat recipient welfare fraud in those 
cases that are not currently cost-effective to pursue due to associated costs of going to court to obtain a subpoena. 
Subpoena power will equip the Department to conduct more thorough investigations of questionable welfare 
applications and efficiently collect information needed to prosecute individuals receiving benefits fraudulently. 
Subpoena power will allow the Department to pursue approximately 16 additional Food Stamp fraud cases per 
year. The average amount recovered in each Food Stamp case is approximately $977. Food Stamps are 100% 
federally funded, but recovery rules allow the state to retain 35% of fraudulently obtained benefits.

$977x 16= $15,632 / .35 = $5,471

Prepared by: 
Division 

Approved by: 
Agency

Angela Salerno Phone 465-3200
Public Assistance Date/Time 03/31/2004
Joel S. Gilbertson. Commissioner
Department of Health and Social Services

Dale 04/01/2004

(Reviled 9/2002 OMB) Pacjo 1 of 1
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FISCAL NOTE
STATE OF ALASKA
2004 LEG ISLAT IVE SESSION

R ev ision  D ate/T im e (N ote  if co rrec tion ):

PUBLIC ASSISTANCE AND SUBPOENA 
POWERSTitle

Fiscal Note Number:
Bill Version:
( S ) Publish Date:

Dept. Affected:

RDU Public Assistance

REPORTED OUT

CSSB 376(HES) NATE FINANCE
4/19/04 COMMITEE
Health & Social Services

Component ATAP

SENATE (HES)Sponsor

Requester ___________

Expenditures/Revenues

SENATE (HES) Component No. 

(Thousands of Dollars)

220

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 Fr 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

(25.1) ( 25.1) ( 25.1) (25.1) ( 25.1) (25.1)

TOTAL OPERATING ( 25.11 ( 25.11 ( 25.11 ( 25.1) ( 25.1) ( 25.1)

CAPITAL EXPENDITURES

CHANGE IN REVENUES (0)

1002 Federal Receipts
1003 GF Match
1004 GF
1037 GF/Menlal Health 
Other(Specify Type-do not abbreviate) 
Other(Specify Type-do not abbreviate)

f 25.1) (25.1) (25.1) ( 25.1) ( 25.1) ( 25.1)

TOTAL (25.1) ( 25.1) ( 25.1) L. (25.1) ( 25.1) ( 25.1)

Estimate of any current year (FY2004) cost: ___________
Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: E
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
The addition of subpoana power will strengthen the Department's efforts to combat recipient welfare fraud in those 
cases that are not currently cost-effective to pursue due to associated costs of going to court to obtain a subpoena. 
Subpoena power will equip the Department to conduct more thorough investigations of questionable welfare 
applications and efficiently collect information needed to prosecute individuals receiving benefits fraudulently. 
Subpoena power will allow the Depaitment to pursue approximately 12 additional ATAP fraud cases per year. The 
average amount recovered in each ATAP case is approximately $2,090.

$2,090 x 12 = $25,080

Prepared by: 
Division
Approved by: 
Agency

(Ravited 9/2002 OMB)

Angela Salerno Phone 465-3200
Public Assistance Dale/Time 03/31/2004
Joel S. Gilbertson, Commissioner Dale 04/01/2004
Department of Health and Social Services

Page 1 of 1
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REPORTED OUT

FISCAL NOTE
S T A T E  O F  A L A S K A
2004 L E G IS L A T IV E  S E S S IO N

Expenditures/Revenues

Fiscal Note Number: 
Bill Version:
() Publish Date:

Dept. Affected:

f)pa 3 0 2004
SENATE FINANCE 

COMMITEE
CSSB 376(HES)

Revenue
Title Public Assistance and Subpoena RDU Revenue Programs & Services

Power Component Permanent Fund Dividend
Sponsor Senate HES Committee
Requester Senate Finance Committee Component No. 981

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land 8 Structures 
Grants & Claims 
Miscellaneous '

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES__________

CHANGE IN REVENUES ( ) [

FUND SOURCE_________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Permanent Fund Dividend Fund

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: [

POSITIONS
Full-time
Part-time
Temporary

0

ANALYSIS: (Attach a separate page if necessary)
This bill provides specific subpoena power to compel the production of information necessary as evidence 
in an investigation of possible permanent fund dividend application fraud. Subpoena power is expected to 
facilitate more efficient and effective investigations.

Regrettably, the dividend program has its share of applicants who fraudulently seek dividends. These 
applicants include people who apply on behalf of deceased spouses and children, parents applying for 
children who are not in their custody, and those who steal the identity of others. The division has 
responsibility to assure that fraud is identified, prosecuted, and deterred to the extent possible.

Prepared by: Sharon_Barton________________________________________ Phone 465-4785
Division Permanent Fund Dividend Date/Time 4/21/04 11:53 AM

Approved by: Steve Porter, Deputy Commissioner_______________________ Date 4/21/2004
Agency Depar.menl of Revenue________________________________

(Revised 12/3003 OMO) Page 1 of 2



FISCAL NOTE

ANALYSIS CONTINUATION

A year ago, the division hired a new investigator, and we are in the process of developing an aggressive 
fraud program. In less than nine months, our single new investigator worked over 950 fraud tips received 
from the public and from other governmental agencies and as a result denied or assessed 420 applicants 
for a total of $590.6, The division also conducted selective audits of categories of applicants that we had 
reason to think may include a high incidence of fraud. Last year, we audited all applicants who had 
refused jury duty, stating that they were no longer residents of the state and all applications mailed in from 
out of state. We denied or assessed another 450 applicants for a total of $505.0 as a result of these 
audits. This year, we continue to follow up on all fraud tips, will repeat the two audits mentioned above, 
and we have planned a new audit of applicants using private mail box addresses.

To maximize our staff of one, we have established cooperative working relationships with federal, state, 
and Iocs' law enforcement agencies, and other state fraud units. We have recently received eager 
commitments from the US Office of the Inspector General to take any of our identity theft cases involving 
the use of a social security number, from the US Department of Justice to take any cases of identity theft 
involving stolen passports, and from the US Postal Inspector to press a class action suit of the cases that 
result from our private mailbox audit.

To be even more effective, we need specific subpoena power. Individuals are not always forthcoming wiih 
the information about themselves that we need to prove fraud; and sometimes public and private entities 
need a subpoena to be able to provide needed information about their ciients. For example, we will need 
to subpoena the records of the private mail box entities to get the information we need to investigate 
possible fraud among that applicant group. Without specific authority, we would have to go to the court 
system on a case by case basis. This is a cumbersome process for both the PFD and for the court.

STATE OF ALASKA B IL L NO. CSSB 376(HES)
2004 LEG ISLATIVE SESSION

Page 2 of 2



H ealth , E ducation , and  Social Services C om m ittee
A la s k a  S ta te  S e n a te

SPONSOR STA TEM EN T

SB 376— “A n A c t relating to p u b lic  assistance a nd  subpoena powers; a nd  relating to the  
perm anent fu n d  d ividend  and  subpoena pow ers "

This bill authorizes die Commissioners of the Department o f (1) Healdi and Social Services and (2) 
Revenue to issue subpoenas to compel the production of records needed to investigate cases o f  
suspected fraud. The Alaska Department o f Labor currendy has tiiis type o f  subpoena power, as do 
many agencies in odicr states.

The Division o f Public Assistance Fraud Control Unit reports that records such as rental 
agreements, utility billings or health care information are often used to verify information provided 
by public assistance applicants or recipients. Simple requests for dicsc items often go unheeded due 
to concerns about exposure to litigation. Currendy, the cost, o f going to court to get subpoenas for 
these types o f records makes investigating "smaller" fraud cases prohibitively expensive — die 
projected amount saved or recovered is less than die cost o f get-ing the needed subpoenas. By 
allowing die Department to issue their own subpoenas, the costs o f going to court arc eliminated, 
and the Department will cost-effectively investigate more cases o f suspected fraud. Subpoena power 
will equip die Department to conduct more diorough investigations o f questionable welfare 
applications and efficiendy collect information needed to prosecute individuals receiving benefits 
fraudulendy. This will result in additional recovery o f welfare overpayments.

The Permanent Fund Division recendy hired one fraud investigator to address fraudulent 
applications. Within the fust year, die fraud investigator examined tips from the public and from 
governmental agencies, resulting in identification o f 420 cases o f  fraud, corresponding to $590,600. 
In addition, selective audits were performed o f applicant categories suspected of having a high 
incidence o f fraud. Also, audits were performed on PFD applicants who had also refused jury duty, 
stating diat they no longer lived in Alaska. As a result o f diese additional audits, another 450 cases o f  
fraud were identified, corresponding to $505,000. The one-person staff working to combat PFD 
fraud has began an aggressive fraud program, aimed to assure that fraud is identified, prosecuted, 
and deterred to the extent possible.



MEMORANDUM STATE OF ALASKA
Division Of Public Assistance D e p a r t m e n t  o f  H e a l t h  a n d

Program Integrity and Analysis, Fraud Control Unit S o c i a l  S e r v i c e s

TO: Anthony Lombard «
Director, Division distance

DATE: February 3, 2004

THRU:: Jim Dalman / ” u
Chief, Progoinr Integrity & Analysis

FILE: Subpoena DT Mem

FROM: JayMarley
Manager, Fraud Control Unit

PHONE: 269-1050

SUBJECT: Subpoena Deuces Tecum power for the Fraud Control Unit

The Division o f  Public Assistance, Fraud Control Unit (FCU) is seeking statutory authority to enhance 
the ability to obtain needed information relating to welfare fraud investigations. Subpoena Deuces
Tecum power is a common tool for many states fraud control staff, and it is used by other agencies in 
Alaska as well. This memorandum provides supporting rationale for the department to pursue 
authority for this activity, and sample language from the Department o f  Labor.

1. The FCU relies on a variety o f  information sources in the conduct o f  welfare fraud 
investigations. Sources include banks, employers, landlords, various state and federal agencies, 
and the general public. A routine problem faced by the investigators o f  this unit is a reticence 
on the part o f  these sources to provide the information needed, and to do so in a timely manner. 
Part o f the reticence stems from concerns o f legal and civil repercussions as a result o f  their 
provision o f information to the Division. This issue significantly contributes to the unit’s 
current backlog o f  over 1000 cases and the ability to do more criminally prosecutions.

2. Cases in which the unit determines that fraud has occurred are processed for administrative
• sanctions, and may also be sent to the Department o f  Law for criminal prosecution. In either 

case, the evidence submitted must be considered credible. Part o f a credibility determination 
relies on how the information was obtained, the source o f  the information, and motives for the 
provision o f the evidence.

3. The Subpoena Deuces Tecum addresses both o f the above concerns. Information provided 
under subpoena holds the provider hannless, creates an incentive to provide accurate 
information in a timely manner, and lends credibility to the information so acquired. 
Furthermore it is a tool commonly granted to Administrative and Criminal Law investigators in 
most state and federal agencies. (In Alaska, these include: CSED, Gaming Unit, Insurance 
Fraud, Occupational Licensing, Wage and Hour investigators, Workers Compensation 
investigators, UI investigators, and PFD investigators.)

4. This is an essential investigative tool. We have a mission to deter Public Assistance fraud 
through administrative and criminal procedures. Without the convenient power to subpoena 
information the investigators o f  this unit are severely hampered in accomplishing their goals.
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Apr-19-04 16:31 From-PFD DIVISION 9074652096 T-215 P .02 F-008

D E P A R T M E N T  O F  R E V E N U E

PERMANENT FUND DIVIDEND DIVISION

FRANK MURKOWSKI, GOVERNOR

State Ottlce Building 
PO Box 110460 

Juneau, AK 99811-0460 
Telephone: 907-465-2323 
Fax:907-465-2096

April 19,2004

The Honorable Fred Dyson 
Alaska State Legislature.
State Capitol Building 
Juneau, AK 998091

Dear Senator Dyson:

Thank you for the opportunity to present our case for subpoena authority for the 
Permanent Fund Divider" "^ogram.

Regrettably, the dividend program has its share of applicants who fraudulently seek 
dividends. These applicants include people who apply on behalf of deceased spouses and 
children, parents applying for children who are not in their custody, and those who steal 
the identity of others. The division has responsibility to assure that fraud is identified, 
prosecuted, and deterred to the extent possible.

A year ago, the division hired a new, very competent, investigator and we are in the 
process of developing an aggressive fraud program. In less than nine months, our single 
new inspector worked over 950 fraud tips received from the public and from other 
governmental agencies and as a result denied or assessed 420 applicants for a total of 
$590.6. The division also conducted selective audits of categories of applicants that we 
had reason to think may include a high incidence of fraud. Last year, we audited all 
applicants who had refused jury duty, stating that they were no longer residents of the 
state and all applications mailed in from out of state. We denied or assessed another 450 
applicants for a total of $505.0 as a result of these audits. This year, we continue to 
follow up on all fraud tips, will repeat the two audits mentioned above, and we have 
planned a new audit of applicants using private mail box addresses.

To maximize our staff of one, we have established cooperative working relationships 
with federal, state, and local law enforcement agencies, and other state fraud units. We 
have recently received eager commitments from the US Office of the Inspector General 
to take any of our identity theft cases involving the use of a social security number, from 
the US Department of Justice to take any cases of identity theft involving stolen pass 
ports, and from the US Postal Inspector to press a class action suit of the cases that result 
from our private mailbox audit.



Apr-19-04 16:31 From-PFD DIVISION 907465Z096 T-215 P .03 F-008

Senator Dyson 
April 19,2004 
Page 2

To be even more effective, we need specific subpoena power. Individuals are not always 
forthcoming with the information about themselves that we need to prove fraud; and 
sometimes public and private entities need a subpoena to be able to provide needed 
information about their clients. For example, we will need to subpoena the records of the 
private mail box entities to get the information we need to investigate possible fraud 
among that applicant group. Without specific authority, we would have to go to the court 
system on a case by case basis. This is a cumbersome process for both the PFD and for 
the court.

We look forward to working with you and your staff on this proposed legislation.

Sincerely,

Director

cc: Mike Tibbies 
Steve Porter 
Landa Baily 
Tony Lombardo
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SENATE FINANCE COMMITTEE

S I G N - I N

NAME:

SB 376-PUBLIC ASSISTANCE AND SUBPOENA POWER
J k c , " *  ~ .........  ^

'i
Co./Dept./Title: - 5 ^ 5 5  i s -----./Dept 

Address:

Do you wish to testify? u / Yes No

Subject/Bill No:

Phone: V7 V 2 "

Zip:_________________

.Respond To Questions

NAME: ----------------------------------- Subject/Bill No:
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Do you wish to testify? Yes No

Subject/Bill No:
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Subject/Bill No:
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