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COW TTEE CALENDAR

HOUSE BI LL NO 152

"An Act relating to paynent rates under the Medicaid program for
health facilities and to budgeting, accounting, and reporting
requirenents for those facilities; abolishing the Medicaid Rate
Advi sory Commi ssion; and providing for an effective date."

- MOVED HB 152 OQUT OF COW TTEE

HOUSE BI LL NO 153

"An Act repealing the statute that sets priorities for the
Depar t ment of Health and Soci al Services to apply to
adm nistration of the nmedical assistance program when there are
insufficient funds allocated in the state budget for that
program authorizing the departnent to mneke cost containnent
decisions that my include decisions about eligibility of
persons and availability of services under the nedical
assi stance program and providing for an effective date.”

- MOVED HB 153 QUT OF COW TTEE

HOUSE BI LL NO. 172

"An Act relating to eligibility requirements for nedical
assistance for certain children, pregnant wonmen, and persons in
a nmedical or internediate care facility; and providing for an
effective date."
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- MOVED HB 172 OQUT OF COW TTEE

HOUSE BI LL NO. 167
"An Act relating to grants for alcoholism and drug abuse
prograns; and providing for an effective date.™

- HEARD AND HELD

HOUSE BI LL NO 165
"An Act relating to community schools; and providing for an
effective date.”

- BILL HEARI NG POSTPONED

HOUSE BI LL NO. 154

"An Act relating to admssion to and advancenent in public
schools of children under school age; and providing for an
effective date."

- BILL HEARI NG POSTPONED
PREVI QUS ACTI ON
BILL: HB 152

SHORT TITLE: HEALTH FACI LI TY MEDI CAl D RATES/ ADV. COM N
SPONSOR(S): RLS BY REQUEST OF THE GOVERNOR

Jrn-Date Jr n- Page Action

03/ 05/ 03 0418 (H READ THE FI RST TI ME -
REFERRALS

03/ 05/ 03 0418 (H) HES, FIN

03/ 05/ 03 0419 (H FNL1: (HSS)

03/ 05/ 03 0419 (H GOVERNOR S TRANSM TTAL LETTER

03/ 18/ 03 (H HES AT 3: 00 PM CAPI TOL 106

BILL: HB 153

SHORT TI TLE: MEDI CAI D COST CONTAI NVENT & PRIORITY LI ST
SPONSCR(S): RLS BY REQUEST CF THE GOVERNOR

Jrn-Date Jr n- Page Action

03/ 05/ 03 0420 (H READ THE FI RST TI ME -
REFERRALS

03/ 05/ 03 0420 (H HES, FIN

03/ 05/ 03 0420 (H FN1: ZERQ( HSS)

03/ 05/ 03 0420 (H GOVERNOR' S TRANSM TTAL LETTER

03/ 18/ 03 (H HES AT 3:00 PM CAPI TOL 106
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BILL: HB 172
SHORT TI TLE: MEDI CAl D: CH LDREN PREGNANT WOMVEN FACI LI TY
SPONSCR(S): RLS BY REQUEST CF THE GOVERNOR

Jrn-Date Jr n- Page Action

03/ 05/ 03 0446 (H READ THE FI RST TI ME -
REFERRALS

03/ 05/ 03 0446 (H HES, FIN

03/ 05/ 03 0446 (H FNL1: (HSS)

03/ 05/ 03 0446 (H GOVERNOR S TRANSM TTAL LETTER

03/ 18/ 03 (H HES AT 3: 00 PM CAPI TOL 106

BILL: HB 167

SHORT TITLE: ALCOHOLI SM AND DRUG ABUSE GRANTS
SPONSOR(S): RLS BY REQUEST OF THE GOVERNOR

Jrn-Date Jr n- Page Action

03/ 05/ 03 0439 (H) READ THE FI RST TI ME -
REFERRALS

03/05/03 0439 (H) HES, FIN

03/ 05/ 03 0439 (H) FN1: (HSS); FN2: (HSS)

03/ 05/ 03 0439 (H FN3: (HSS); FN4: (HSS)

03/ 05/ 03 0439 (H GOVERNOR S TRANSM TTAL LETTER

03/ 05/ 03 0439 (H REFERRED TO HES

03/ 13/ 03 (H HES AT 3: 00 PM CAPI TOL 106

03/ 13/ 03 (H Schedul ed But Not Heard

03/ 18/ 03 (H HES AT 3: 00 PM CAPI TOL 106

W TNESS REG STER

JOEL d LBERTSQN, Conmi ssi oner

Departnent of Health and Social Services

Juneau, Al aska

POSI TI ON STATEMENT: Expl ai ned the purpose of HB 152, HB 153,
and HB 172, and answered questions fromthe committee.

JACK NI ELSON, Executive Director

Medi cai d Rate Advi sory Commi ssion

Di vision of Medical Assistance

Departnent of Health and Social Services

Anchor age, Al aska

POSI TI ON STATEMENT:  Answered questions fromthe conmttee on HB
152.

BOB LABBE, Deputy Conm ssioner

Departnent of Health and Social Services
Juneau, Al aska
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POSI TI ON STATEMENT: Testified in support of HB 152, HB 153, and
HB 172, and answered questions fromthe commttee.

DENNI S MURRAY, Adni ni strator

Heritage Place Nursing Facility

Sol dot na, Al aska

POSI TI ON STATEMENT: Testified on HB 152 and HB 153.

ELMER LI NDSTROM Speci al Assi st ant

O fice of the Conm ssioner

Department of Health and Social Services

Juneau, Al aska

POSI TI ON STATEMENT: Testified in support of HB 167 and answered
guestions fromthe commttee.

PAM WATTS, Executive Director

Governor's Advi sory Board on Al coholismand Drug Abuse

O fice of the Conm ssioner

Department of Health and Social Services

Juneau, Al aska

POSI TI ON STATEMENT: Testified on HB 167 and answered questions
fromthe commttee.

MATT FELI X

Nat i onal Council on Al coholism

Juneau, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 167.

ACTI ON NARRATI VE

TAPE 03-26, SIDE A
Number 0001

CHAI R PEGGY W LSON cal |l ed the House Heal th, Education and Socia
Services Standing Commttee neeting to order at 3:02 p.m
Representatives WIlson, Gatto, Seaton, G ssna, and Kapsner were
present at the call to order. Representative WlIlf arrived as
the neeting was in progress.

HB 152- HEALTH FACI LI TY MEDI CAl D RATES/ ADV. COM N
HB 153- MEDI CAI D COST CONTAI NMENT & PRIORITY LI ST
HB 172- VEDI CAl D: CH LDREN PREGNANT WOVEN FACI LI TY

CHAI R WLSON announced that the first order of business would be
HOUSE BILL NO 152, "An Act relating to paynent rates under the
Medicaid program for health facilities and to budgeting,
accounting, and reporting requirenents for those facilities;
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abolishing the Medicaid Rate Advisory Commi ssion; and providing
for an effective date"; HOUSE BILL NO 153, "An Act repealing
the statute that sets priorities for the Departnment of Health
and Social Services to apply to admnistration of the nedical
assi stance program when there are insufficient funds allocated
in the state budget for that program authorizing the departnent
to nmake cost containnent decisions that may include decisions
about eligibility of persons and availability of services under
the medical assistance program and providing for an effective
date"; and HOUSE BILL NO 172, "An Act relating to eligibility
requirenents for nmedical assistance for certain children

pregnant wonen, and persons in a nedical or internediate care
facility; and providing for an effective date."

CHAIR W LSON explained that the three bills would be | ooked at
as a group because each bill on its own does not denonstrate
what the administration is trying to achieve. She rem nded the
commttee of the reorganization overview the Departnent of
Health and Social Services presented to the conmttee [on
3/11/03] and said these bills will assist in inplenmentation of
t hat reorgani zation

Nunber 0211

JOEL G LBERTSON, Comm ssioner, Departnment of Health and Soci al
Servi ces, explained that HB 152, HB 153 and HB 172 are part of a
| arger effort by the governor to control the growh of the
Medi caid program while preserving services for those who are
currently eligible, stabilizing the programin the com ng years,
and as end product having a health care safety-net system that
the state can rely on into the future.

Number 0377

COM SSI ONER G LBERTSON told the commttee that a little over
two weeks ago the departnment [Departnent of Health and Soci al
Services] announced a mgjor restructuring of its operations
going into fiscal year 2004 (FY 04). He said there are a nunber
of changes being done to inprove custoner service at points of
entry, as well as quality of care that is delivered by the
departnment to grantees, «client beneficiaries, and provider
gr oups.

Number 0405

COM SSI ONER G LBERTSON referred to a chart ["FY 2004 Medicaid
Services Distribution of Funds"] provided to the commttee and
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asked the nenbers to note one of the nost significant aspects of
the restructuring in the departnent. He pointed out the
redi stribution of funding of the Medicaid program from where it
is currently located, in the D vision of Medical Assistance, to
the divisions that are actually adm nistering Medicaid services.
He told the commttee next year the departnent would have the
Division of Children's Services, Division of Health Care
Services, Dywvision of Senior and Disability Services, and

D vision of Behavioral Health, all of which will be delivering
aspects of the Medicaid program Comm ssioner G| bertson said
that the departnent wll have directors in each of these

divisions mnmeking daily decisions on nmanaging the Medicaid
program designing the Medicaid services, issuing regulations on
Medi caid services that they provide, and, for the first tine,
havi ng actual budgetary responsibility for those deci sions.

Number 0475

COW SSI ONER G LBERTSON explained that the first chart in the
packet shows how the FY 04 Medicaid budget will be broken up in
t he departnent. Currently, all Medicaid funding is located in
the Division of Medical Assistance, which will no |onger exist
under the restructuring plan. He said roughly $930 mllion wll
be broken up, with the bulk of it, $630 mllion, going to the

Division of Health Care Services. This division will continue
on with nost of the Division of Medical Assistance's previous
functions, but the departnent will also be adding in a nunber of

functions fromthe Division of Public Health. For exanple, the
EPSDT [Early and Periodic Screening, D agnostic and Treatnent]
for breast and cervical cancer, famly planning, genetic
screening, and sone infant services will be provided through the
Di vision of Health Care Services.

COW SSI ONER G LBERTSON said the next |argest portion displayed
on the chart is the Division of Senior and D sability Services.
He said this will be a large portion of the restructuring and
integration as the departnent takes over the Division of Senior
Services from the Departnent of Adm nistration. The depart nment
will be conbining that division wth the devel opnental
disabilities services that currently are underserved through the
Division of Mental Health and Developnental Disabilities, to

create a new Division of Senior and Disability Services. He
told the conmttee that this change will allow the departnent to
unify all of the "waiver services" in one division. This will
al so nean that there will be a single point of entry for all of

[the state's] senior services. He told the committee this is an
i ssue seniors have been pushing for a very long tinme and
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sonet hi ng they deserve. Custoner service and continuum of care

for seniors wll be overseen by one division director. The
anmount of $196 [$191.6] mnmillion wll be budgeted for that
division and the departnment wll have a division director who
will be appearing before the legislature and who wll be

accountable for the waitlist, budget, and policy decisions
behind the waitlist, rather than having it fractured the way it
is right now

Nunmber 0540

COMM SSI ONER G LBERTSON told the conmttee the third |argest
portion of the budget, which is $108.7 million, will go to the
Di vision of Behavioral Health. He explained that this division
joins the current Division of Alcohol and Drug with the D vision
of Mental Health and Devel opnent Disabilities, taking the nental
heal t h conponent from that and nerging it with the alcohol and
drug abuse conponent so there is one division focused on
behavi oral health services. In many regions across the state,
particularly in Wstern Al aska, the nental health providers and
the substance abuse providers are the [sane] individuals. He
said this will allow grant efforts and decisions to be nade
recognizing the fact that there is a trenendous |ink between
al cohol and nental health services. This change really benefits
the system and benefits the quality of care the state delivers.

He reiterated that this [restructuring] plan wll assure that
there will be an individual who wll be adnmnistering and
managi ng Medicaid services and who will be accountable for the

financial condition of the division.

COWMM SSI ONER G LBERTSON said a small portion of the budget that
goes to the Division of Children's Services is $5.8 nmillion,
which 1is associated wth behavioral rehabilitation services
[residential child care] that are being adm nistered through the
D vision of Famly and Youth Services.

Nunmber 0645

REPRESENTATI VE SEATON asked Commi ssioner G lbertson if the
portion allocated for the Division of Senior and D sability
Services incorporates estimates for increases that may result
fromthe elimnation of the Longevity Bonus Program

COW SSI ONER G LBERTSON responded that it does not. He said
this budgetary conponent is a redistribution of Medicaid
f undi ng. He said if there is an assunption that there wll be

addi tional costs based on the elimnation of the Longevity Bonus
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Program it would certainly be less than the |ongevity bonus
paynents thensel ves. That cost is not shown in the figures
before the comittee.

Nunmber 0716

COM SSI ONER G LBERTSON said that in conjunction with these
efforts, the governor has proposed a nunber of cost-containnment
mechani sms within the Medicaid program to stabilize costs and
preserve services for beneficiaries, including services such as

a preferred drug list, a transportation brokerage for non-
energency services, and a host of regulatory actions by the
departnment that will help maintain costs.

Nunber 0845

COMWM SSIONER G LBERTSON told the commttee the governor has
submtted three statutory itens that are before the commttee
t oday. The first one is HB 152, which would elimnate the
Medi caid Rate Advisory Comm ssion (MRAC). He explained that the
comm ssion was established in 1984 and was at that tine
responsi ble for establishing the state's Medicaid paynent rates

to facilities. In 1989, by executive order, the MRAC becane
advi sory only, and the departnment becane responsible for setting
the rates. In 1997, federal law that <called for certain

statutory requirenments for how rates would be set in Medicaid
prograns was changed and Al aska followed those requirenents in
establishing fair and reasonable costs. However, Al aska's
statutory provision remained, even though the federal |aw had
changed.

COWM SSI ONER G LBERTSON expl ained that the proposed changes to
these sections bring Al aska's statutes into alignment wth
federal |aw and renobve unnecessary provisions. Renoving the
Medi caid Rate Advisory Conm ssion also renoves the duplicative
public process that is currently done, but not required in

federal statute. He said current Alaska statutory | anguage
requires a standard. The departnent set rates for al

facilities from a 10-bed facility up to one that has over 200
beds using the exact sanme nethodol ogy. To pronote adequate
paynent rates as well as cost containnent for the state, the
depart nment would Iike the flexibility to use wvarying
nmet hodol ogies for each facility because each facility has
di fferent circunstances. The proposed legislation would also

sinplify the statutes and provide the departnent and the
facilities with the necessary flexibility for rate setting. He
reiterated that current rate setting is being done by the
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departnent, and the MRAC serves solely in an advisory capacity.
He pointed out that there is an admnistrative cost, even though
it serves in an advisory capacity and the elimnation of the
comm ssion wll provide a nomnal savings for the state.
Conmi ssioner G lbertson told the commttee this bill is an
acknow edgenent of current practice and should be done to
clarify current Medicaid rate setting functions.

Nunmber 0866

REPRESENTATI VE KAPSNER asked who sits on the comm ssion now and
if those nenbers provide input that 1is beneficial to the
depart nment.

COMM SSI ONER G LBERTSON referred the question to Jack N elsen,
the executive director of the Medicaid Rate Advisory Comm ssion.

Nunmber 0899

JACK NI ELSON, Executive Director, Medicaid Rate Advisory
Comm ssion, Division of Medical Assistance, Departnent of Health
and  Soci al Servi ces, testified via teleconference from
Anchor age. He told the nenbers the MRAC has a CPA [certified
public accountant], a physician, a departnent representative, a
health facility admnistrator, and a consuner representative
that preside over the facility rate hearings and public hearings
on rates, and provide input and analysis based on "facility
comments” and staff comments.

Number 0937

REPRESENTATI VE KAPSNER asked M. N elson if he believes the
department woul d get adequate information if the conm ssion were
di shanded.

MR. N ELSON replied that he thinks the departnment could set
rates w thout the conm ssion's assistance.

CHAIR WLSON commented that she received a call earlier in the
day from a nenber of the commssion who told her that the
menbers support this |egislation.

Nunber 0973

REPRESENTATI VE Cl SSNA asked, if the |egislature abolishes the

comm ssion and the nmethod of gathering public input, where the
information will conme from
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COWM SSI ONER G LBERTSON responded that during the restructuring

of the departnent, an office of rate review will be established.
He said the departnent wll bring individuals who have been
working on rate setting into one office. There will still be
data collection covering departnent activities and there wl|
still be information collected to provide good information for
rate setting. Currently, MRAC serves only in an advisory
capacity. The departnent's position is that it should be

aligned wwth federal law. He said MRAC is acting in a different
capacity than what it was originally intended by executive

order. He told the commttee the departnent will have adequate
access to information through cost reports and other data to set
reasonabl e rates. Conm ssioner Gl bertson said there will stil

be a public process; however, rather than two public processes
there will be one.

Nunber 1078

BOB LABBE, Deputy Conm ssioner, Departnment of Health and Soci al
Services, testified that the departnment does collect information
from facilities through Medicare cost reports. He said it also
gets requests for information from other planning efforts that
are ongoing wth respect to the facility-costs issues and
pati ent days. M. Labbe told the conmttee that the new office
of rate review would actually broaden the scope of information
gathering and would work to find information on various types of
rate activities within the departnent. He said the conm ssion
has been focused fairly narrowWy on hospitals, nursing hones,
and rural health clinic services, and not as broadly on pharmacy
rates, physician rates, or childcare rates. The departnent is
| ooki ng at sonet hi ng nore conprehensi ve.

Nunber 1142

REPRESENTATI VE GATTO asked M. Labbe how Iong he has worked in
t he departnent.

MR. LABBE said he has served as the deputy conm ssioner since
January, but had previously worked in the departnent in another
role for seven and a half years.

REPRESENTATI VE GATTO asked why the MRAC was established and how
t hat need has been di m ni shed.
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MR. LABBE responded that both the need and federal |aw have
changed. He said M. N elson would have sone recollection of
the history of the conmm ssion.

Number 1199

MR. NI ELSON said in 1984, federal law required states to pay for
facilities services through a retrospective cost-based system
and costs were increasing so rapidly that Congress changed the
federal law to provide nore flexibility to states to establish
rat es. He said it was at that point when Al aska decided to go
froma retrospective cost to a nore flexible process through the
conmmi ssi on. Then, in 1997, the |aw changed again to provide
nore flexibility, and really all it does now is require a public
hearing on the rates and opportunities for people to coment.
There has been an evolution in federal |aw

Number 1258
CHAIR WLSON asked if there wll still be a place for public
i nput .

COW SSI ONER G LBERTSON responded that is correct. He said the
way it now stands, there are two public hearings, but through
this new public process there would be a hearing process through
[the department's] office of rate review He said as Deputy
Conmi ssi oner Labbe nentioned, MRAC does the facilities-based
rate setting, but the departnent does a whole host of other
paynents as well. It does reinbursenent rates for physicians,
childcare services, and a whole host of other rate-setting
functions that go through the traditional public process. Thi s
is a duplicative process, as it now exists. Comm ssi oner
Gl bertson explained that this is a structural change in the
departnent so that it has one office of rate review and a
uniformrate-setting systemacross the state.

Nunber 1329

COWM SSI ONER G LBERTSON told the conmttee the second bill he is
here to introduce on behalf of the governor is HB 153, which
would elimnate the options list under Medicare. He said under
current statute, a priority list for nedical assistance has been
created; in which years when there have been insufficient funds
allocated to fully fund the Medicaid program the departnent can
begin elimnating services along the options list as a way of
bring cost containments to the Medicaid program The
adm nistration's position and the departnent's position is that
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the existing list is not an effective managenent tool. |If used,
it needlessly results in the denial of services and does not
necessarily result in cost-effective managenent of Medicaid
servi ces.

COM SSI ONER G LBERTSON told the nenbers that the proposed bil

would replace the obsolete [|anguage wth Dbroad, gener al
authority for the departnment to undertake cost-containnment
measures based on three key principles. First, the departnent
must pursue all other reasonable cost-containnment neasures
before elimnating any eligibility group or services. Second,
the departnment nust aggressively pursue strategies to maxim ze
federal financial participation in the Medicaid program For
exanple, the governor's current budget put a priority on
identifying areas in which the federal governnent is not fully
paying for its share of the Medicaid program nanely, close to

between $17 and $19 mllion that should have come to the state
for services that were eligible for a federal Medicaid match
through grant prograns. Third, cost-containnment decisions

should be made in a manner that best reflects the needs and
interests of eligible recipients.

Nunmber 1396

COMWM SSIONER G LBERTSON pointed out that the fiscal note
associated with this bill shows a zero savings. Assuming the
governor's budget and proposals are passed, the departnent does
not anticipate wusing any of this new authority to have

addi ti onal cost-containnment mneasures. He said this is sinply
replacing an obsolete options list that the admnistration
believes is unworkable and not an appropriate way of
adm nistering the Medicaid program He recomended that the

commttee look at the options |ist provided and asked them to
note the services that would be elimnated in years in which
there would be insufficient funds allocated to the departnent

for its Medicaid program operations. First, would be clinical
social workers services, then psychologist services, then
chiropractic servi ces, t hen advanced nur se practitioner

services, then adult dental [services], then energency hospita
service and a host of other services.

COW SSIONER G LBERTSON said it would be difficult for the
departnent to justify one before another. Some would result in
i ncreased costs, sone are preventative in nature, and sone are
acute care. Conmi ssioner Glbertson said it is a |list that the
departnment does not believe is effective for cost containnent.
The admnistration does understand the reason behind the
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| egislation that created this. There is a need to prioritize
services at times when the state cannot fully fund all services;
however, he offered the belief that this can best be nanaged by
having flexibility retained by the executive branch and the
depart nment t hat over sees t he program to ensure t hat
beneficiaries are not being unnecessarily harnmed by those
deci si ons.

Nunmber 1546

CHAIR WLSON noted that energency hospital services would be
elimnated before physical therapy. She said she does not
believe the options list is even close to being properly

prioritized.
Number 1545

MR LABBE offered a point of «clarification on energency
services, saying the itemlisted on the options list refers to

energency services to a facility that is not licensed as a
hospital . He said this does not nean the state would not pay
Bartlett Hospital for emergency services. That is mandatory.
This is an odd one, he remarked. There is a definitions section
to the bill. M. Labbe pointed out that in order to achieve

savi ngs, since "we" have about 60 percent federal funding, and
the departnment is |ooking for general fund savings, there would
have to be pretty significant cuts down the list before the
departnment would get any savings. He told the commttee in this
situation there would have to be a discussion and deci sion about
whether the state would cover all the people or not provide
prescription drug coverage for those it does cover. It is that
kind of a discussion the adm nistration would be having. The
department cannot get there with the list.

Nunber 1612

COMM SSI ONER d LBERTSON spoke to the final bill in the package,
HB 172, which would freeze incone levels for eligibility for
Denali KidCare, Medicaid coverage for pregnant wonen, and the
special inconme limt for nursing hones and hone- and comunity-
based wai ver services. Under current |aw incone standards are
adj usted annual ly based on cost of living. There is a desire by
the admnistration to not roll back coverage, not renove
i ndividuals from prograns such as Denali KidCare or insuring
pregnant wonen under Medicaid. However, the adm nistration does
have to take steps at this point to contain the gromh of the
program and strengthen and stabilize it to prevent what could
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occur in future years. The adm nistration sees that at sone
point the state may have the inability to fully fund services,
and that would require the departnent to pull back core
energency services and vital coverage options for |owincone
popul ati ons.

Nunmber 1660

COW SSI ONER G LBERTSON said the admnistration needs to take
steps to control growh and maintain the eligibility popul ations
at what the state has right now, which is what it can afford

He reiterated that those that are being covered right now are
the ones [the state] can afford to cover; however, new ones wil|
be added and sonme wll be renoved in tine. The genera

structure of what is affordable and where to draw the line wl|l
remain at the 200 percent threshold for Denali KidCare and not
go higher after 2003. This obviously will affect eligibility
| evel s, and the fiscal note shows nom nal savings in the com ng
years. He said the admnistration believes it is a prudent step
that should be taken at this tine to ensure the stability of the
program and the ability of the state to fully fund all the
services it currently offers for the eligible population that it
currently covers.

Nunmber 1695

REPRESENTATI VE WOLF asked if the incone levels on page 4 are
based on gross inconme, not net incone.

Nunber 1710

COW SSI ONER G LBERTSON responded that is correct. He said
those are the current eligibility standards for the three
popul ation [Denali KidCare participants, pregnant wonen, and

i ndividuals receiving care in nursing honmes] groups. This is an
effort to lock the current eligibility levels, which are at the
maxi mum al | owabl e | evel for the state.

Number 1720

REPRESENTATI VE KAPSNER asked what progranms will be affected by
this bill.

COWMWM SSI ONER G LBERTSON replied that they are Denali KidCare,

pregnant wonen, and individuals receiving nursing home care and
hone- based wai vers.
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REPRESENTATI VE KAPSNER asked if the incone eligibility Ilevels
are based on federal poverty guidelines.

COM SSI ONER G LBERTSON responded that they are based on the
federal poverty guidelines for Al aska.

REPRESENTATI VE KAPSNER commented that the state could have kids
who are over the 300-percent-of-poverty guidelines who m ght not
be getting services in the future.

Number 1759

COWM SSI ONER G LBERTSON responded that the current incone
threshold for eligibility for Denali KidCare is 200 percent over

the poverty guidelines for FY 03. That is the anount the
adm nistration wants to lock in. He said he Dbelieves
Representative Kapsner's concern is based on the effect
inflation will have on poverty |evels. He said that inflation
will not be reflected in the poverty guidelines. That
assunption is correct. He told the commttee that this is a

policy decision by the admnistration that the current
eligibility levels are what the state can afford.

COWM SSI ONER G LBERTSON told the commttee that it is essential
to have prudent cost containnment and to ensure that the services

are strengthened so that cuts will not be necessary in other
ar eas. He commented that there are not equal distributions
al ong incone gquidelines. The nunber of individuals at 190

percent of poverty and 200 percent of poverty are not the sane
as those bel ow 100 percent of poverty. He said there really are
nore individuals in the [ ower-incone [category] than the higher.
The nunbers get smaller as incone rises. He told the commttee

the nunber of individuals who will be affected even over the
next five years is small. As an exanple, a famly of three
children on Denali KidCare right now can have an incone of

$3,130 per nonth; however, the cost-of-living allowance, which
is about 1.4 percent inflation going into 2004, would increase
that anmount to $3,179. So there are individuals who nade $49
nore per nonth who could see their services reduced. The
possibility of people still not availing thenselves of that
service, knowing that it is a $49 incone difference, shows that
there will not be individuals in bulk renmoved from the Medicaid
eligibility |levels, he concl uded.

Nunmber 1856
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REPRESENTATI VE WOLF asked if a famly of four, on last year's
| evel s, could make $51,600 per vyear, and qualify for Denal
Ki dCare, including the PFD [ pernmanent fund dividend] incone.

COWM SSI ONER G LBERTSON replied that is correct.

CHAI R WLSON responded that that is quite a high income to stil
be qualified for the Denali KidCare program

REPRESENTATI VE WOLF commented that when he was raising his two
children he did not nmake $51, 000 per year.

COMWM SSIONER G LBERTSON told the <conmttee the governor's
position is that there currently are have fair standards for
eligibility for the state prograns. He said in order for the
departnment to continue to provide the level of service currently
provided, it wll be necessary to cap the eligibility incone
gui delines. Comm ssioner G lbertson reiterated that he believes
the guidelines are very fair. He said the departnent does not
see this as an arbitrary reduction in eligibility of the
Medi caid program but as part of a collection of steps that wll
allow [the departnment] to preserve the programfor the future.

Number 1929

REPRESENTATI VE Cl SSNA prefaced her coments by saying that she
bel i eves the nunber of children reduced fromthe rolls will not
be large; however, she is concerned that the adm nistration nmay
not factor in the accelerating cost of health care and other
possi ble conditions that could occur in Al aska. She rem nded
nmenbers that 20 years ago, when many of the nmenbers nay have
been raising kids, the cost of health care was not very high.
She told the nmenbers that at that time she paid 100 percent of
medi cal expenses, so she can speak to that.

REPRESENTATI VE Cl SSNA asked the nenbers to | ook at page 2 of the
fiscal note dated March 5, where there is a table that shows the
reduction of eligible recipients beginning in 2004 at 101; in
2005 it doubles, and the nunbers keep going up to five years
out, for a reduction of 832 recipients. It is a definite
reduction, and this is noney that is for kids, not for adults.

CHAIR WLSON commented that if the nenbers | ook at page 4 of the

bill [HB 172] it shows how nuch a fam |y can nake and still be
eligible for Denali KidCare.
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REPRESENTATI VE ClI SSNA said what she is concerned about is how
many children are affected, not how rmuch [the fam |ly] nakes.

COW SSIONER G LBERTSON interjected that he believes he knows
Representative Cissna' s concern. He asked the nenbers | ook at
the FY 04 nunbers [page 2 of the fiscal note dated March 5,
2003] where there are 61 fewer eligible children for the Title |
[Title XXI Children] Denali KidCare program He told the
commttee the state has about 26,000 children on Denali KidCare.
VWhile the departnent shows a reduction in FY 04 because of the

new poverty standard for that year, new poverty figures wll be
comng out in about one nonth. The 61 figure is actually
inflated up front because the bill was drafted a nonth ago, but
the new poverty figures will not come out wuntil next nonth.
Conmi ssioner G lbertson said the state has 26,000 children
currently enrolled and wll probably have far nore in the
future

Number 2073

REPRESENTATI VE SEATON asked if the PFD counts as i ncone.

COW SSIONER G LBERTSON responded that to the best of his
know edge, the PFD incone is held harnl ess.

REPRESENTATI VE W LSON commented that for a famly of four, that
would be four PFDs and a significant incone anount held
har m ess.

REPRESENTATI VE KAPSNER sai d she knows $52,000 sounds like a |ot
of noney. However, for individuals living in a small village
with the price of electricity at 53 cents a kilowatt hour, $4
per gallon for gasoline for a snow nachine, 4-wheeler, or
outboard notor to go hunting, and $6 or $7 per gallon for mlKk,
that incone does not stretch as far, especially for a famly of
four. Representative Kapsner asked when this issue wll be
r eaddr essed. She said poor people typically do not have the
capacity to hire a |lobbyist to cone to the legislature to
advocate for a change in the statute.

Number 2129
COWM SSI ONER G LBERTSON told the committee this is statutorily
driven and revisiting it is up to the |egislature. He said he

understands the concern of Representative Kapsner, but at this
particular point, the admnistration is trying to figure out how
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it can afford the current Medicaid program as it is currently
structured.

Nunber 2165

COMM SSI ONER G LBERTSON said there is trenendous pressure being
pl aced on the state's budget, and because of the rising cost in
the Medicaid program wthout these changes there are likely to
be far nore reductions to the Medicaid program including the
inability to finance core services. The departnent is trying to
engage in a collection of activities that can bring about cost
containment on the margins so that it can continue to have a
strong Medicaid program strong Denali KidCare program and
i nsurance program for seniors who are receiving long-term care

servi ces. Absent prudent cost containnment, it wll becone
increasingly difficult for this state to ensure the individual
who is well below 200 percent of poverty will be able to access

energency, dental, or other health care services.

COM SSI ONER G LBERTSON told the commttee the governor and
departnment are conmtted to taking those steps in order to

strengthen those prograns. There is incredible fiscal
instability in maintaining the Medicaid program at the status
guo. He reported that there was close to $72 mllion in general

fund program gromh in the Departnent of Health and Social
Services, and over 80 percent of that is associated with the
Medi cai d program These are general fund increases that the
state does not have the capacity to absorb, absent steps taken
at this point, he told nenbers.

Nunmber 2203

CHAIR WLSON pointed out that any |egislator could introduce a
bill to address this issue next year. She pointed out that |ast
year at this tinme there was a bill in the legislature to bring
the percentage down to 150 percent of the poverty |evel. She

told the commttee she is pleased that the governor is |ooking
at maintaining the program at 200 percent of the poverty
gui del i nes.

REPRESENTATI VE SEATON said in reviewng charts provided by the
departnment, [he found] it |ooks as though Medicaid-eligible
children's costs have increased nmuch faster than have adult-
eligible costs or Medicaid costs for the elderly. He asked if
there is a $40 nmillion increase from the FY 03 suppl enental
[ budget] to the projection for FY 04 in the Denali KidCare
program
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Number 2274

COW SSI ONER G LBERTSON responded that that is correct. The FY
03 figures, including the supplenental, had $264 mllion, and
[the state] is projecting $306 mllion for coverage through FY
04.

REPRESENTATI VE SEATON said his concern is that the state is
allowing this program [Denali KidCare] to grow very fast, and
yet there are sone pretty drastic cuts being proposed for
education for our children.

Number 2298

COW SSI ONER G LBERTSON responded that the chart Representative
Seaton is looking at is not a chart on the Denali KidCare
program but rather a chart on Medicare services to children.
Denali KidCare's growth is much |ower. He said he thinks the
di fference between 200 percent of poverty and 150 percent of
poverty is about $3 nmillion in general fund dollars. He told
the committee he believes Representative Seaton was referring to
a |l arger pool of services in the figures he nentioned.

Nunmber 2336

COMWM SSIONER G LBERTSON said Denali KidCare is a special
[insurance] program that allows the state to bring in children
in famlies that have inconme levels slightly higher than that
for Medicaid eligibility. This program has hel ped [the state]
address part of the problem for wuninsured children and the
social costs. He said nost of the care provided to children in
terms of <costs is delivered outside of the Denali KidCare
program t hrough the traditional Medicaid program

CHAIR WLSON asked if children who live in Native villages, who
do not qualify for the Denali KidCare program would be provided
heal th care through sone kind of Native funding.

Nunber 2342

COM SSI ONER G LBERTSON replied that if the individual is an
Al aska Native, he/she would be able to receive services through
an Indian Health Service [IHS] facility. The state has actively
worked with Native health corporations towards having enrol | nent
in Medicaid prograns. He told the commttee it is a good dea
for the state because the departnent receives 100 percent
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rei mbursenent from the federal governnent for Medicaid services

provided to Alaska Native Medicaid beneficiaries. That care
must be provided through Alaska Native health care facilities
that have conpacted to provide |IHS services previously. The

state tries to work wth Native corporations to have their
popul ati ons becone dual -eligible. They receive that care at the
facility and there is no cost to the state.

TAPE 03-26, SIDE B
Nunber 2378

REPRESENTATI VE KAPSNER said she is not necessarily concerned
with just Native kids in the state, but kids in snal
communities |ike Tenakee Springs where the cost of living is
very high. There are a lot of non-Native villages in Southeast
Al aska. She said it is little or no confort to her to think the
| egi slature can conme back and readjust the figures next vyear.
She referred to last year's debate on the incone tax versus
sales tax and said there was an inplied nessage that people who
do not nmake a | ot of noney are not hard workers. Representative
Kapsner said there are not a lot of advocates in the building
for poor people. She said she does not see how the |egislature
wll cone back and give away noney to poor people or increase
the noney it gives away to poor people in the future. She said
she is sensitive to poor people's issues and taking noney away
from people who need it, especially with kids and pregnant
wonen. She said she does not see the will being there [in the
| egi slature] to change this at any tine.

Nunmber 2336

REPRESENTATI VE WOLF asked if there is any reinbursenent fromthe
federal governnment for the Denali KidCare program

COW SSI ONER G LBERTSON responded that the state does receive
funds for the Denali KidCare program Recently, the state
received a redistribution of funds, as other states are not
fully inplenented. He said the state received about $12 nmillion
| ast year. Since the Denali KidCare program is the state's
children's health care program it is able to access the
advanced federal nedical assistance percentage, which is a
little over 58 percent. The enhanced federal medi cal
assistance, which is for the Denali KidCare program Breast and
Cervical Cancer Prograns, and other prograns, the federa
governnment has provided incentives for states to participate and
[the State of Alaska]l receives between 71 and 72 percent. He
comment ed that percentage changes each year
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Nunmber 2288

REPRESENTATI VE Cl SSNA asked what percentage of enrollees in the
Denali KidCare program is Native Al askans. If they get 100
percent reinbursenent from the federal governnent, does that
means there is no cost to the state?

Nunber 2271

COWM SSI ONER G LBERTSON replied that the state only receives 100
percent reinbursenent when the services are provided through a

| HS- conpacted facility. If a child is eligible for a state
i nsurance product, the Medicaid program for exanple, and
receives that service through the Yukon-Kuskokwim Health
Corporation, [the state] will receive 100 percent reinbursenent.
However, if that sanme <child goes to any outside nedica

facility, the reinbursenent reverts back to the traditiona

formula and is not eligible for the 100 percent reinbursenent.
He told the commttee that statewide the Medicaid program
provides roughly $240 million in Medicaid services to Al aska
Nati ve Medicaid beneficiaries. O that $240 mllion, $170
mllion was provided outside of an I|HS-conpacted facility or
Native health care system so the state currently pays $80
mllion in general funds to provide its 42 percent match for the
Native Medicaid beneficiaries who have chosen to receive
services outside the Native health care system He sunmmari zed
by saying that being an Al aska Native does not nean there is 100
percent reinbursenent from the federal governnent. It is only
when services are provide inside the Native health care system

and currently nost services are provided outside the Native
heal th care system

Nunber 2212

REPRESENTATI VE Cl SSNA asked how many Native Al askan children are
enrolled in the Denali KidCare program

COM SSIONER G LBERTSON replied that he would provide that
nunber to the commttee.

Number 2205
REPRESENTATI VE GATTO asked if there are any costs to the state

when a Native Alaskan walks into the Al aska Native Medical
Center in Anchorage and receives care.
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COM SSI ONER G LBERTSON replied that if the individual is Al aska
Medi caid-eligible, the state is able to charge that back to the
U.S. governnent at the 100 percent reinbursenent rate.

REPRESENTATI VE GATTO asked what the cost would be to the state
if the sanme person with the sanme illness wal ked into Providence
Hospital and received the sane service. If, for exanple, the
cost is $1,000, what is the expense to the state?

COW SSI ONER G LBERTSON responded that in that case the state
woul d pay 42 percent. He told the cormmittee that the state is
currently working with the congressional delegation to clarify
sone of the reinbursenent |anguage for IHS to ensure 100 percent
federal reinbursenment for sone services that are not provided
within the four walls of an |IHS-conpacted facility. This is to
ensure that when there are conpacted relationships or referrals
made through the IHS facility, that care is still reinbursed at
100 percent. He said this admnistration's policy is to sign up
everyone who is eligible for Medicaid. He said that while the
departnent authorizes care, it does not authorize where that

care is provided. Individuals do have the right to choose where
they receive their services, and the admnistration is conmtted
to protecting that right. He said the departnent is working

with Native health care systens to ensure that it recaptures the
greatest nunber possible for federal reinbursenent to Al aska
Native Medicaid beneficiaries. He said these are dollars that
can be invested into the tribal health care systens and Native
health care corporations to expand services in their regions.
Doing this will allow for additional general fund dollars that
will ensure the departnent can have fair, reasonabl e
rei nbursenent rates for non-Native facilities.

Number 2011

REPRESENTATI VE GATTO commented that there is no recourse for
patients who are eligible for 100 percent reinbursenent at a
Native facility, but who go to a non-Native facility where there
is a cost to the state. He pointed out that it would be cheaper
to pay for a cab ride to the Native facility than to provide the
care at a non-Native facility.

COWMWM SSI ONER G LBERTSON told the comrmittee that the departnent,
as the state's admnistrator of the federal Medicare program
must allow individuals the right to receive care at the facility
of their choice. He said the departnent does not differentiate
bet ween popul ati ons based on heritage or any ot her
characteristics. The departnment wll be working with the
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providers to ensure that it designs its systens in a way that
maxi m zes federal revenues.

REPRESENTATI VE GATTO replied that a soldier's famly could do
the same thing. While a soldier gets free nedical care at the
air base, there is the option of getting nedical care where it
IS nore conveni ent.

COM SSI ONER G LBERTSON responded that he is talking about
Medi cai d-el i gi bl e indivi dual s.

REPRESENTATI VE GATTO replied that is what he is talking about
too. A lot of soldier's famlies are Medicaid-eligible.

COM SSI ONER G LBERTSON told the committee that the departnent
adm nisters the program in a fair manner. He said the
departnment is subject to nyriad other federal |aws including the
Emergency Medical Treatnment and Active Labor Act [EMIA], which
ensures that hospitals have to treat individuals who conme in
their doors regardl ess of insurance coverage. There are a host
of laws that require fair treatnent of individuals, and he said
the departnent is managed in the spirit of those |aws.

Number 1987
REPRESENTATI VE Cl SSNA asked if the expanded | anguage that covers

nore situations accommopdates the "divert" system For exanpl e,
if there is an enmergency in Anchorage and the anbulance is

called, an individual mght as l|likely show up at the Al aska
Native Medi cal Center as at Providence Hospital. That
i ndi vidual m ght be headed for the Native hospital, but if the
facility is full, which is becomng nore and nore of a problem

then that person would be taken to Provi dence Hospital.
Number 1948

COW SSIONER G LBERTSON asked if Representative Cissna was
referring to the departnment's efforts to clarify federal |aw.
In reply to her affirmative response, Conm ssioner G | bertson
said the departnment is working with the congressional del egation
on the Indian Health Care Inprovenent Act of 1976. He told the
commttee that services provided through an IHS facility are
rei mbursed at 100 percent. So the question is what is provided
through an IHS facility. That Act included |anguage that said
this was not an effort to increase any new burden on states to
pay for <care for individuals where the federal governnent
mai ntained trust responsibilities. The interpretation the
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federal governnent has reverted to is that the care provided
i ncludes services within the four walls of that facility. [ The
state] contends that it has been historically interpreted to be
beyond that scope and that it should include services that are

provi ded through a referral. He said he does not believe that
the change wll be so expansive that it wll deal with where
i ndividuals' intent was to receive services. Rat her, it would

be where there is a clear contractual relationship whereby an
individual first receives his/her services through an |[|HS
conpacted facility and then is referred out. It is simlar to a
gat ekeeper in sonme health care systens.

Nunmber 1887

REPRESENTATI VE Cl SSNA responded that if there is a gate keeping
agreenent between those hospitals in Anchorage and the divert
system is very carefully planned, there is a contract between
t he hospitals.

COW SSI ONER d LBERTSON questioned whether that would stil
qualify, even if the congressional delegation were successful in
changi ng the federal |aw.

Number 1850

MR. LABBE commented that he does not know if that Kkind of
agreenent woul d apply, but said he would look into it.

Nunber 1821

DENNI S MJRRAY, Adm nistrator, Heritage Place Nursing Facility,
testified via teleconference from Kenai on HB 152 and HB 153
He urged caution on the part of the comrittee with respect to
elimnating the Medicaid Rate Advisory Conmm ssion [HB 152]. He
said he would not be as concerned as long as the state
prescri bes a process for public hearings. He said the |anguage
"fair and reasonable" is a problem because it creates a standard
for the state in terns of providing services to Medicaid
reci pients and adequate reinbursenment to providers. He said he
woul d not be in favor of elimnation of that |anguage.

MR,  MJRRAY commented that in HB 153 the current options
described by the conmm ssioner do have flaws in them however

the legislature has |ooked at the various priorities and has
determned that sonme are higher than others. He said the
elimnation of that |anguage would certainly |eave uncertainty
in terms of whether one service is nore crucial to soneone than
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sonet hing el se. He told the commttee as a nursing facility
adm nistrator, he knows that these clients are sonme of the nost
vulnerable in the state and that the elimnation of those
service would be devastating. He said it would be unfortunate
if passing this legislation would nean that those priorities
established by the legislature would be |ost and the departnent
woul d have total discretion in what services it chose to fund.
The legislature would be left out of that equation in terns of
giving its sense of what those priorities are.

Nunmber 1654
COWMM SSI ONER G LBERTSON responded that the purpose of this bil

is to align Alaska Statute with current federal |aw and current
practi ce. The Medicaid Rate Advisory Conm ssion when it was

established did serve in a rate-setting function; however, it
now serves in an advisory capacity. The departnent nmaintains
the rate-setting functions. The Boren Anmendnent that was

referred to is the federal |aw that established the standard

and the Alaska Statute was established to mrror that federa

statute. The Boren Amendnent has been repealed; this bill would
repeal that state law. He told the conmittee that there will be
rate-setting at [the departnment's] new office of rate review
There will still be a public process for rate setting. Facility
rate setting wll have the sane structure and design as
physi ci an-based rei nbur senment and all ot her non-i npati ent
rei mbursenent services. The departnent will have an office that
will reflect the varied rate-setting functions of the departnent
i ncl udi ng childcare and subsi di zed adopti on.

Nunber 1437

CHAIR WLSON asked the comm ssioner to respond to M. Mirray's
comment concerning the options |ist.

COWM SSI ONER G LBERTSON told t he conmittee t hat t he
admnistration's position is that the options list is not an

effective cost-containnent mechanism The options list has
rarely been utilized and is not an effective way to nanage costs
in the Medicaid program He said the options list wll replace
the obsolete |anguage with general authority for the departnent
to utilize cost-contai nment nechani sns. There are three clear
principles that have to be used by the departnent. First, the
departnment nust pursue all other reasonable cost-containnment
nmeasures before elimnating any eligibility group or service.
Second, the departnment wll actively pursue strategies that

maxi m ze federal receipts. Third, decisions should be made in a
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manner that best reflects the needs and interests of eligible
Medi care recipients. The departnent wll still have cost-
contai nment reviews and mneke prudent decisions on where cost-
contai nment should be nade, what services should be fully
funded, and if there needs to be a reduction in a type of
servi ce. However, that would have to be done with the guiding
principles protecting the public interest. Long-term care
facilities and nursing hone facilities certainly would not be
the first areas the departnent would be |ooking at for cost
containnment. These facilities would be protected by nore direct
and explicit authority by the departnment, rather than reverting
to an options list that is not constantly under review.

Number 1430

REPRESENTATI VE SEATON noved to report HB 152 out of commttee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 152 was reported from the
Heal t h, Education and Social Services Standing Commttee.

Nunber 1420

REPRESENTATI VE GATTO noved to report HB 153 out of commttee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 153 was reported from the
Heal t h, Education and Social Services Standing Commttee.

Nunber 1396

REPRESENTATI VE SEATON noved to report HB 172 out of commttee
with individual recomendations and the acconpanying fiscal
not es.

Nunber 1379

REPRESENTATI VE CI SSNA objected to the notion, saying that she
has difficulty with cost containment in the areas addressed by

this bill. Representative Cissna said that she believes these
ki nds of neasures will cause nore people to | eave the state.
Number 1326

REPRESENTATI VE KAPSNER agreed wth Representative Cissna's
objection. She said the cap being placed on poverty qguidelines,

wth no date set out for readdressing this issue, IS
probl emati c. Representative Kapsner comented that there is
such a high turnover in the legislature, and |imted
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institutional nenory, that by the tinme kids and pregnant wonen
are at 300 to 400 percent of the poverty guidelines, a |ot of
the legislators will not be here. She said that nore than half
of the House has been here two years or |less, and nore than 75
percent of the House has been here four vyears or |ess.
Representative Kapsner said that the clinmate in the building is
very unfriendly to people wth hardships, and she cannot in good
consci ence vote for the bill. She told the commttee she does
under stand what the governor is |ooking at with cost-contai nment
measures, but she does not think kids, elders, and pregnant
| adies are the people to target. There are a lot of other
avenues to look for noney. She told the nenbers she is totally
opposed to this bill

Nunber 1257

REPRESENTATI VE SEATON asked Commi ssioner G| bertson whether, as
the poverty level is adjusted, not including the Al aska cost-of-
living adjustnent, those nunbers will change.

Nunber 1234
COWMM SSI ONER G LBERTSON asked for the question to be clarified.

REPRESENTATI VE SEATON said that he understands that this bill
woul d revise statute froma percentage to a fixed nunber.

Number 1205

CHAIR WLSON called a brief at-ease at 4:19 p.m The conmttee
was reconvened at 4:20 p.m

Number 1142

A roll call vote was taken. Representatives WIson, Gatto,
Wl f, and Seaton voted in favor of reporting HB 172 from
commttee. Representatives C ssna and Kapsner voted against it.
Therefore, HB 172 was reported out of the House Health,
Educati on and Social Services Standing Commttee by a vote of 4-
2.

Number 1120

CHAIR WLSON called a brief at-ease at 4:21 p.m The conmttee
reconvened at 4:22 p.m

HB 167- ALCOHOLI SM AND DRUG ABUSE GRANTS
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CHAI R WLSON announced that the next order of business would be
HOUSE BILL NO 167, "An Act relating to grants for alcoholism
and drug abuse prograns; and providing for an effective date.™

Nunber 1103

ELMER LI NDSTROM Special Assistant, Ofice of the Comm ssioner,
Department of Health and Social Services, testified in support
of HB 167. He explained that the bill is very straightforward
in that it requires that the alcohol and drug abuse grantees
increase their local match to 25 percent from 10 percent.

MR. LI NDSTROM pointed out that the fiscal note reflects the
reduction in state support for these progranms, with a savings of
approximately $1.6 mllion. It is assumed that | ocal
comunities will be successful in providing for an additional
match and therefore [the departnent] would not expect there to
be a reduction in services at the comunity |evel. He offered
the belief that the grantees would be able to increase their
| ocal contribution to the program He said this proposal cane
from the Division of Al cohol and Drug Abuse as a result of [the
departnent's] budget exercise earlier in the session. He said
the 25 percent local match requirement is the same as the
standard for the nental health grant program

Number 1050

MR. LINDSTROM said the Division of Behavioral Health wll be
constituted fromthe existing Division of Al cohol and Drug Abuse
and the existing Mental Health Program portion of the Division
of Mental Health and Developnental Disabilities. It is
reasonabl e that the substance-abuse grant program and the nental
health grant program would require the same 25 percent match
from grantees. He said he overstated the case in a previous
hearing on this bill in the other body. He told the committee
he did suggest that 25 percent was the standard across all of
the departnment's grant prograns, and that is not the case.
There is wide variation in what the local match requirenment is
from various progranms funded through the departnent. The 25
percent is the standard for the nental health grant program
whi ch [the departnent] believes is the best conparison.

Number 0952

CHAIR WLSON commented that there is a spreadsheet in the bill
packet that shows the anmount of reductions for each area in the
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state. She said it is very difficult decision for all the
menbers in these days when there are limted funds and so nany
needs.

Nunber 0908

REPRESENTATIVE CISSNA referred to the sponsor statenent from
[U S.] Senat or Lisa  Murkowski, who was then a state
Representative, for the alcohol tax bill that was put in |ast
year. In that statenment, [then-Representative Mirkowski] said
that she "introduced the bill to help offset the soaring costs
of al cohol -rel ated expenses."” Representative G ssna went on to

say Representative Mirkowski ended her sponsor statenment by
saying, "This legislation is an inportant part of the effort to
address the problem of alcohol and al cohol abuse in Al aska and
woul d help provide revenue needed for the expanded treatnent,
t herapeutic courts, diversion progranms, and other initiatives
now under consideration in the legislature.” Representati ve
Cissna commented that although that is not dedicated funding,
this is one of the few revenue-enhancenent neasures that cane
about last vyear, and the purpose was to provide funds for
prograns that would curb one of the npbst expensive habits in
this state.

CHAIR WLSON agreed with Representative Cissna on that point,
but noted that in the original bill, the tax was actually nuch
hi gher than the one that passed the |egislature.

Nunber 0779

REPRESENTATI VE CI SSNA comented that may be true, but the
probl em has not decreased; if anything, it has increased.

CHAIR WLSON responded that wunfortunately [the |egislature]
cannot designate where the funds go. She commented that naybe
the legislature woul d have been able to prevent these reductions
if the higher tax had passed.

REPRESENTATI VE CI SSNA said the tax is in place. She told the

committee she has an anendment she would like to introduce at
the appropriate tine.

CHAIR WLSON told the commttee she wants to be advi sed ahead of
ti me when a nenber has an amendnent.

Nunber 0711
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MR, LINDSTROM told the commttee passing this bill is the
appropriate thing to do. It is the only statutory |ocal match
requi renent that exists. He said there is another area in the
governor's budget for FY 04 that he believes will address sone
of Representative GCissna's concerns. There is approximtely
$3.5 mnmillion in alcohol tax receipts for new programmtic
efforts, and there is an expectation that the program under
[the administration's] enphasis on maximzing federal receipts,
ought to be able to generate a significant anmount of additiona
federal dollars for the Medicaid program by |everaging that $3.5
mllion. M. Lindstrom offered to get that information on
addi ti onal substance abuse treatnent proposed in the governor's
budget .

Nunmber 0599

CHAIR WLSON referred to page 1, lines 8-11, which says, "The
departnent may waive all or part of the requirenent that state
noney be matched by comrunity noney if the departnent finds that
comunity noney is unavailable and waiver of the requirenment is
in the best interests of the state.”" She asked M. Lindstromto
expl ain that |anguage.

Number 0544

MR. LINDSTROM referred to a spreadsheet in the bill packet that
was | abeled "SB 124/HB 167 Increase in Local WMatch Requirenents
for Substance Abuse Gants (Revised 3/12)." He told the
commttee that exenpted from community grant match are the
comuni ty-based suicide-prevention projects and those projects
that are |less than $30, 000. He said in these cases either the
comunities do not have a local match at all or other prograns
that are services for famlies would remain at the 10 percent
mat ch. Conmunity prevention services under $30,000 would also
remain at the 10 percent match. M. Lindstrom told the
commttee the |anguage provides for the departnent to waive
match requirenments in full or in part under a hardship.

Number 0425

REPRESENTATI VE WOLF asked if the grantees are normally nonprofit
cor porations.

MR. LI NDSTROM answered in the affirmti ve.
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REPRESENTATI VE WOLF pointed out that these organizations have
the ability to seek corporate or federal grants outside the
[ state] governnment sector.

CHAIR WLSON asked Representative WIf to expand on grants
obtai ned from sources other than state governnent.

Number 0381

REPRESENTATI VE WOLF referred to 501(c)(3) nonprofit funding,
which he said is virtually untapped nationw de. Representati ve
WIlf told the conmittee there was over $160 mllion in grant
funding that was not applied for |ast year. If the nonprofit
organi zations in the state of Alaska were nore enthusiastic
about trying to build partners, he said, it would be a |ot
easi er to acconmodate these prograns.

REPRESENTATI VE ClI SSNA asked if groups that this legislation
affects are existing nonprofits and if the new prograns being
suggested by the governor's legislation are also nonprofits or
are government prograns.

Nunber 0273

MR.  LINDSTROM replied that virtually all support for the
subst ance abuse treatnent prograns are for "our grant in aid"
program to nonprofits. He said he believes the priorities for
the additional funding are for wonen and children's services,
particularly for famlies that may be involved in the child-in-
need-of -aid system He said there is also enphasis on
adol escent treatnment in rural areas.

Nunber 0221
REPRESENTATI VE KAPSNER asked why a 25 percent match was chosen.

MR. LI NDSTROM replied that the suggestion at the first budget

neeting was that 25 percent was the standard in all of the
departnment's grant prograns. However, he said he subsequently
| earned that really is not true. It is the standard for the

nost anal ogous grant program which is for nental health grants.
He told the conmttee there is a wide variety of match rates.
M. Lindstrom said it was stated by the former director that
this is relatively low, in looking for budget savings, it was
sonething that rose to the top of the list as one of the npst
feasi ble and | east harnful things to propose.
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REPRESENTATI VE KAPSNER asked M. Lindstrom if he has rates of
al cohol consunption versus crine. She asked if he could think
about that with respect to cost to the state.

MR. LINDSTROM replied that there is a wealth of information
about that subject and a recently published report by the
crimnal justice assessnment conm ssion, which conpiles a |ot of
al cohol -related statistics. He said he has found in his
conversations with law enforcenent and corrections staff that
there is a very high percentage of crimnal behavior where there
i s substance abuse invol ved.

Number 0003

REPRESENTATI VE KAPSNER asked if the departnent considered using
a sliding scale for the comunities that could least afford to
pay for the services. For instance, nmunicipal assistance and
revenue sharing is going to go down this year, and there have
been huge decreases in that program over the last ten years

Many comunities are not faring well wth tinber, mneral,
tourism and oil markets such as they are. Wuld the departnent
consider a sliding scale for communities that can afford to pay
nor e?

TAPE 03-26A, SIDE A
Number 0013

MR. LINDSTROM said he did not believe that there was any
expectation that |ocal governnents would be stepping forward to
make up the shortfall. It was much nore of an expectation that
t hrough various types of fundraising, grants, and other sources
of funds, the nonprofits would generate the additional nmatch.
M. Lindstrom said that there is an expectation that all of the
treatnment providers in the system offer a sliding-fee scale for
the clients who cone in to be served. This is the public
treatment system so the patients tend to be very |owincone
i ndi vi dual s.

REPRESENTATI VE KAPSNER replied that her understanding is that
comunities wuld be asked to pay, and asked if she s
m sreading the bill

MR. LI NDSTROM replied that the word "community" is in the broad
sense of the word, and not referring to |ocal governnent. He
poi nted out the exenptions for very small communities,
particularly those comunities that only receive the suicide
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prevention grant, which is approximately $12,000 to $17,000.
There is not the expectation of a match fromthose comrunities.

Nunmber 0166

REPRESENTATI VE KAPSNER asked what the waitlist is for sonme of
t hese treatnents prograns.

Nunber 0177

MR. LI NDSTROM responded that there is an updated waitlist report
that he has not yet seen. It was due in January or early
February. He said he would get a copy of that report to the
conmittee. M. Lindstrom said he heard discussions about the
report and believes the nunber is simlar to the previous
waitlist, which is very significant in nany areas of the state
at any given tine. The waitlist report from a year ago was
about 300 individuals waiting for treatnent.

REPRESENTATIVE WOLF said for the record that nany state and

f eder al gover nnent s recogni ze  nonprofit or gani zati ons as
comunity organi zations. The 25 percent match for nonprofits is
a conparatively low nunber. Most governnent grants for

nonprofit, conmunity-based organi zations start at 33 percent and
go up from there. He told the conmttee he has seen a two-to-
one match, so a 25 percent match is a | ow nunber. By bringing
in the conmunity, the organization has an opportunity to expand
understanding and know edge of the <care that organization
provi des. He told the commttee bonding and stewardship are
very tough to regulate, and a lot easier to educate [people
about ] .

Number 0340

REPRESENTATI VE GATTO said the state spends a |lot of noney on
substance abuse treatnent and he is curious if the state is
getting anything out of it. Do [these prograns] cure people,
and if they do, is it a percent or a serious nunber? He asked
M. Lindstrom what the success rate is over one, five, and ten
years, having people be drug-free for 24 and 48 hours before
they cone back. Does [the state] have nunbers to indicate
success in all the noney the state spends?

MR. LINDSTROM pointed to the "New Standards Report of 1998,"
where a firm canme in under contract and did a study on the
success rates of alcohol and substance abuse prograns. The
conclusion was that prograns are effective. He said the nost
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conpelling discussion he has heard on this issue was from a
previous director of the division, Ernie Turner, who changed the
way M. Lindstrom thought about alcohol abuse. M. Lindstrom
said he and nost of the folks in the health care comunity
believe that defining what success nmeans is inportant because
al coholismis a disease that is chronic, progressive, and if not
treated the outcone is death. In thinking about any other
chronic disease, one would not ask this kind of question. If a
person has diabetes or chronic diseases and is treated, gets
better, and then subsequently is required to be hospitalized
again, there wuld not be the suggestion that the first
treatment was a failure in sone sense, M. Lindstrom comrented.

Number 0511

MR. LI NDSTROM went on to say that there is recognition that with
sonme chronic diseases there are sone people who will be able to
go on and not have a relapse; however, it is not uncommon for
there to be a relapse. The short answer is that there is
success, but not 100 percent success, the first tine; for the
rest of their lives, that answer is no.

Nunmber 0603

REPRESENTATI VE GATTO told M. Lindstrom he understands what he
is saying, but diabetics are told that unless they take insulin

every day for the rest of their lives, they will get sick and
di e. If a person does not take it and gets sick, that is a
problem with a person who is abusing hinself or herself. He

said he is nore concerned about a person who is a diabetic who
does the right thing, watches his/her diet, and occasionally
conmes back. That is quite a different story. Represent ati ve
Gatto said he is not expecting 100 percent of anything, but he
said he is expecting a nunber that says this is not a waste of
state noney. He said the legislature is spending a great dea
of money and that he gets a lot of input from the conmunity
concerni ng repeat offenders.

REPRESENTATI VE GATTO shared that after 25 years on the streets
of Anchorage as a paranedic, he can tell the first nanes, second
nanes, and fam |y nanes of people who cone back over and over
agai n. He offered his belief that these individuals have no
interest in any kind of a cure. Their main interest is living
on the dole. That is their primary goal in life. He questioned
whet her the state wants to support people whose primary goal is
to live on the dole.
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Nunmber 0661

MR. LI NDSTROM apol ogi ze for overstating the case for alcohol
treatnment, and he said he would get a copy of the report to the
comittee. He said treatnent does have good value and he is
well aware of the situations Representative Gatto described and
does not dispute for one second that they [exist].

Nunmber 0709

PAM WATTS, Executive Director, Governor's Advisory Board on
Al coholism and Drug Abuse, Ofice of the Conm ssioner,
Department of Health and Social Services, testified on HB 167.
She said that while she did not hear all of the previous
testinony, what she heard was very inportant. She told the
commttee when looking at legislation that changes the match
rate from 10 percent to 25 percent, the comittee needs to
acknowl edge that the D vision of Al coholism and Drug Abuse
funding has been flat for approximately 10 years. There have
been a |l ot of discussions about inflation-proofing funding, and
that has not been done with this program She said the grantees
have had cuts over the past 10 years, and this will increase the
burden on them

M5. WATTS pointed out that the client population served by this
programis either very lowincome or indigent, so while there is
a sliding-fee scale, the ability to collect fromthis population
is extrenely limted. The Veterans' Admnistration used to pay
for some of this treatnment; however, that is now inpossible.
Providers used to be able to collect permanent fund dividends
from sone of these folks, but child support enforcenent and a
|l ot of other inportant entities are first on the list in that
regard. If current |legislation being proposed to take the
permanent fund dividend away from individuals who are arrested
for driving under the influence [passes], providers wll not
have that any |onger either. Many of these people are not
enpl oyed. Ms. Watts said she understands what the conmmttee
menbers have said, that there should be accountability for
treatnment, and many tinmes down the road once they have received
treatnent, becone productive, and can pay for treatnent, "we do
receive it."

Number 0919

CHAIR WLSON asked Ms. Watts how often individuals who have been
t hrough treatnent cone back and pay for that treatnent.
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M5. WATTS said when she worked as a treatnent provider for eight
and a half years [both residential services and outpatient
prevention services], the big-ticket item was the residential
servi ces. Unfortunately, those are the people who are nost
severely inpaired. That is why residential treatnent sonetines
is not as successful as outpatient treatnent, because these are
really | ate-stage people. Many of them were provided treatnent
on a sliding-fee scale, and sonme of them were right out of
corrections; sone of them had no cash. They were on a treatnent
plan, and it would not be very much a nonth, but they were
payi ng sonet hi ng. If the individual did not pay anything, it
was turned over to collections.

M5. WATTS told of a provider in Seward that says if its match
rate goes up, it wll be very difficult because it gets its
[ mat ching funds] fromclients.

Number 0930

M5. WATTS responded to Representative Gatto's question and M.
Lindstromis coment on the New Standards Study, which does show
that Alaska is not only conparable in successful treatnent
outcones conpared to the rest of the country, but showed that
Al aska was slightly above the national average. Ri ght now the
Mental Health Trust Authority and the legislature are funding a
study through the University of Alaska to give nore current

infornmati on about treatnent outcones. As soon as it is
avai |l abl e, she said, she wll make it available to the
commi ttee.

Nunber 1042

M5. WATTS strongly encouraged the conmttee to keep the | anguage
intact that refers to the departnent's ability to waive the
match if the departnment determnes that community noney is
unavail able and a waiver is in the best interest of the state.

Nunmber 1068

MATT  FELI X, Nat i onal Counci | on Alcoholism testified in
opposition to HB 167. He gave a brief description of his |ong
career in the alcoholismtreatnent field. He told the conmttee
he believes this bill is not needed because the 25 percent natch
is a goal that nobst community nonprofits cannot reach in public
prograns. He pointed out that with this population, by the tine
they need treatnent, nost of their resources are gone. The
grant-in-aid regulations under Governor Hickel found that this
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is a very efficient way of providing services and that it is
probably done at a third of the cost of providing services by
state enpl oyees. The grant-in-aid regulations by the state
require a nonprofit to charge for those services. The provi der
is required to wuse the federal regul ations for poverty
guidelines on a sliding-fee scale. Sone of these people can pay
and sone do. He said when he was running the hospital in
Juneau, city governnent provided sone of the funding. In
Anchorage, the city would receive the sanme grant and nmatch
funding for prograns or nonprofits, but it was difficult to
mat ch because the funds were substantial. Since the |ate 1980s,
Anchorage has decided not to match funding, and since the late
1990s, the city of Juneau has decided not to either.

MR. FELIX said in rural Alaska there has been a hard tine
reaching the 10 percent match. The people out there do not have
the ability to pay at all. He said he recalls that sone
i ndi viduals paid in fish and handnmade products.

Nunmber 1313

CHAIR WLSON announced that she would end testinmony at this
time. [HB 167 was hel d over.]

ADJ QURNVENT
Nunber 1340
There being no further business before the commttee, the House

Heal t h, Education and Social Services Standing Committee neeting
was adjourned at 5:03 p.m
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