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SB 259- SENI ORCARE

CHAIR FRED DYSON called the Senate Health, Education and Soci al
Services Standing Commttee neeting to order at 1:31 p.m
Present were Senators W/ ken, Davis, Guess and Dyson. The first
order of business to cone before the commttee was SB 259.

MR. JOCEL G LBERTSON, Comm ssioner, Departnent of Health and
Social Services, said SB 259 was a bill presented by the
Governor to establish the SeniorCare Drug Assistance Program for
the State of Al aska.

For a nunber of years seniors have been facing
difficult challenges in trying to afford prescription
drugs and the Medicare Program was established over 38

years ago. Yet, in those 38 years, it never covered
the mast mmjority of prescription drugs that seniors
needed. That changed last fall; Congress did act and
Congress did add a prescription drug benefit to
Medi care.... But, that benefit does not begin in full
until January 1, 2006. In the neantinme, seniors wll

continue to be faced with difficulty in affording
prescription drugs, vital nedicines that are necessary
for themto nmaintain good health....

SENATOR LYDA GREEN arrived at 1:35 p.m
COWMM SSI ONER G LBERTSON stated that SeniorCare was devel oped to

fill that gap. It is a three-step effort to nake prescription
drugs both nore affordable and nore accessible for seniors. It
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offers the choice of either cash assistance or a drug subsidy to
make prescription drugs directly nore affordable. It also
i ncl udes the devel opment and inplenentation of a preferred drug
list and nekes it accessible to all Alaskan seniors in an
understandable form so they can see that sone drugs serve the
sane purpose, but have a varied price. Thirdly, the SeniorCare
program establishes a senior information office wthin the
departnment so seniors can see firsthand that they have one place
to go — one-stop shopping — and this can help them nove through
the wide variety of prograns offered by the Departnent of Health
and Soci al Services.

In FY03, the departnent provided alnost $203 mllion worth of
prograns directly to seniors in the state - from heating
assi stance, energy, food, housing, assisted living, long-term
care and health care coverage.

COM SSI ONER G LBERTSON said SB 259 delivers the first part of
this state program which is the direct subsidy or cash
assistance to seniors to help them afford prescription drug
coverage. Wien the Longevity Bonus was replaced with the needs-
based Al aska Seni or Assistance Program last fall, his departnent
i npl emented that program It provides $120 per nonth of cash
assistance to seniors below 135 percent of poverty level. This
program will continue and is in the governor’s FY04 budget. The
SeniorCare program puts that into statute and establishes an
option for these seniors and new ones who qualify to opt for
prescription drug benefits instead of the noney. Single seniors
bel ow 135 percent of the poverty |level have an annual incone of
$15, 135 and just under $20,500 for a couple. They would receive
a $1,600 annual prescription drug subsidy or a continuation of
the $120 cash assistance under the governor’s SeniorCare
proposal. So, seniors between 135 percent and 150 percent of the
poverty level, (slightly less than $17,000 for a single
individual and a little over $23,000 for a couple), have access
to a $1,000 prescription drug subsidy. This program is bridge
assistance until the Medicare programbegins in full in 2006.

COWM SSI ONER G LBERTSON expl ai ned that the federal governnent is
al so providing tenporary assistance for |owincome seniors in
the form of an annual subsidy of $600, which would interact with
the state’'s $1,600 subsidy for those below 135 percent of
poverty level. Al seniors wll have access to a Medicare
prescription drug discount card, which wll provide negotiated
di scounts of 10 — 25 percent of the drugs’ cost. He showed the
commttee a chart of how the two prograns would work together
for qualifying seniors.
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He enphasized that this is not an insurance program it is a
drug subsidy. Over the counter drugs and vitam ns are excluded
and generic drugs have a preference, although brand nanme drugs
can be specified by the provider as long as the need is
docunented on the prescription, itself.

COWM SSI ONER G LBERTSON concluded that the program is part of
the three-prong effort to nake drugs nore affordable.

CHAI R DYSON said, in reference to the governor’s letter in which
he urges the Legislature to pass this legislation in January so
the benefits can begin in April, that he is reluctant to take
significant pieces of legislation and pass them on the first
day. He asked how quickly the Legislature needed to act in order
for himto proceed with his plans.

COW SSIONER G LBERTSON replied that the need exists now
Congress acknowl edged that there is a need for a prescriptions
drug benefit in the fall. H's goal is to have the bill up and
running on April 1 of this year; that is also when the federal
tenporary assistance is targeted to begin. He would like to
begin the eligibility verification in March wth applications
going out in February. A conpanion bill is also in the House.

CHAIR DYSON said the governor’s press release inplied that
SeniorCare was nore than this conmponent and asked if it was
going to create one-stop shopping for all of the prograns that a
seni or Al askan m ght be able to access.

COM SSI ONER G LBERTSON replied that SeniorCare legislation is
about establishing the drug subsidy program but outside of the
| egislation, it would provide a clearinghouse for all the other
prograns seniors are offered inside the departnent, |ike Adult
Public Assistance, the Alaska Senior Assistance Program Food
Stanps Program heating and energy assistance, Medicaid, hone
and community based waivers, assisted living and nore. He said
the departnent would be working with |ocal Medicare-accepting
providers and making a clear list of all doctors who are
accepting new Medicare patients so that when a senior needs to
find one, they can.

CHAI R DYSON asked himif that programwas up and runni ng.
COMM SSI ONER G LBERTSON replied that a contractor began

operating the senior information office in |ate Decenber and
that will continue until the hiring process for the two full-
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time enployees that wll be staffing the senior information
office is finalized.

CHAI R DYSON asked if the new reinbursenent rates the feds are
offering induce nore doctors to be willing to treat Medicare
patients.

COWMWM SSI ONER G LBERTSON replied that anecdotally the rate is
provi ding greater access, but it’s too early to tell for sure.

SENATOR GUESS conplinmented the governor for presenting this
| egi sl ati on. She asked why 135 percent and 135 — 150 percent of
t he poverty level were picked as the |evels to use.

COM SSI ONER G LBERTSON replied that the 135 percent and bel ow
is the sane criteria used for the Senior Assistance Program
along with the sane asset test requirenents ($4,000 for an
individual and $6,000 for a «couple). That 1is also the
denographic that is identified by the federal governnent in its

| egislation for receiving bridge assistance. The 135 - 150
percent is an additional build out on top of that for
i ndi viduals who will not be receiving assistance at all fromthe

federal government until the full benefit begins in 2006.

SENATOR GUESS asked if they needed to worry that the 135 percent
of poverty level for this state is tied to sone federal code on
page 2, line 4.

COW SSIONER G LBERTSON responded that this is how other
prograns, |ike Denali Kid Care, for instance, are handled. The
federal poverty level is established by the federal governnent
and adjusted in the base fornmula by 25 percent in Alaska to
reflect the cost of |iving.

1:46 p. m

SENATOR GUESS asked him to explain the interaction between
Medi caid and Medicare. Does the federal governnent say that you
have to have Medicaid before you can have Medi care?

COWM SSI ONER G LBERTSON expl ained that seniors on Medicaid are
already receiving a prescription drug benefit through their
Medicaid eligibility and they would receive the cash assistance
in lieu of the drug benefit. Medicaid has very conprehensive
drug benefits.
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SENATOR GUESS asked how the Indian Health Service fit into the
pi cture.

COWM SSI CER G LBERTSON answered that this program is based on
out - of - pocket costs. Sone i ndi vi dual s receive services
(federally funded prograns) from facilities where they incur no
out - of - pocket costs. This program would not conpensate the
facility or the federal governnent for that service.

SENATOR GUESS asked himto explain how the credit works.

COW SSI ONER G LBERTSON answered that some details would be
handl ed through regulation, but they are currently |ooking at
the delivery nethod, itself. The federal drug discount card is
going to be available in the spring and they are |looking to see
if the credit can in sone way be enbedded in the discount card
so seniors don’'t have to have nore than one card. Another option
is to see if the state can piggyback its subsidy directly onto
the federal subsidy and run it through one process. The benefit
is not reliant upon the delivery mechanism being finalized and
can begin i medi ately.

SENATOR QUESS asked if the goal of the admnistration is not to
have seniors be reinbursed, but have the credit happen at the
poi nt of sale.

COWMWM SSI ONER G LBERTSON replied that their goal, which depends
on other partners agreeing to it, is to have an electronic debit
card rather than having people sending in receipts.

SENATOR W LKEN asked what the residency qualifications were
specifically on page 2, line 2 and page 4, |line 28.

COM SSI ONER G LBERTSON responded that there is no waiting
period and page 3, line 27, clarifies residency for people who
have to leave the state, sonetines for nedical treatnment or a
business trip and absences |ess than 30 days and not have their
eligibility chall enged.

SENATOR W LKEN asked further on page 4, line 1, who defines the
special circunstances if you l|leave the state for nore than 30
days.

COWM SSI ONER G LBERTSON replied that the departnent woul d.
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SENATOR W LKEN asked if other departnments had that discretion
because it could set up a system over tine by which they would
si nply grant extensions.

COWM SSI ONER G LBERTSON replied that the intent of this section
was to give the ability to individuals to |leave the state and
still have access to prograns.

SENATOR W LKEN asked him to explain the funding source of
federal receipts in fiscal note 2.

COMM SSI ONER G LBERTSON replied that Al aska was the recipient of
fiscal relief as a part of the recently passed federa
assi stance and tax reduction plan by President Bush. It consists
of two deposits to the state. The last of the paynents under
that legislation would be used for the bulk of the cost for
FYO5. They can’'t predict that the program will be extended and
that’s why the programfor FYO6 is funded fromthe general fund.

SENATOR W LKEN asked, regarding fiscal note 3, if an individua
in a Pioneer Honme have special circunstances.

The comm ssioner answered that the legislation, itself, excludes
eligibility for individuals who are in institutional settings,
because nursing hones, for instance, already have access to
prescription drug coverage through the facility. The program
woul d be conpensating facilities and not individuals under that
scenario, which wasn't in the spirit of +the program The
Pi oneer’s Honme System has a series of sliding scales and if they
were to provide assistance to the individuals, their rent would
go up. They instead provide Pioneer Honmes with prescription drug
program cover age and di scounted nedi cati ons.

SENATOR W LKEN asked why the Pioneer Honme has a fiscal note if
the program doesn’t apply to them

COW SSI ONER G LBERTSON replied t hat t he eligibility
determ nations for the drugs and the cash assistance are being
done through the Pioneer Hone nanagenent, because that is where
t he Longevity Program was formerly | ocat ed and t he
infrastructure was in place.

CHAI R DYSON asked if irrevocable election happened on an annua
basis or once in a lifetinme (page 2, line 23).

COM SSI ONER G LBERTSON replied that the legislation requires
i ndi viduals upon their application to nmake an annual el ection.
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This refers to individuals below 135 percent poverty where they
have the choice between prescription drugs and cash assistance.
The reason is that they create the strange incentive where
i ndividual s could exhaust their benefits under one program half
way through the year and switch to the other program and receive
benefits for the remai nder of the year.

2:00 p.m

SENATOR GUESS asked if there was a reason they excluded snoking
cessation products on page 3, line 13.

COW SSIONER G LBERTSON said nost of the exclusions are
consistently excluded from nost public prograns. They also
| ooked at what was the intent of the program which was providing
drug assistance to seniors. They wanted to nmake sure the
resources were going towards the drugs seniors have the
prescriptions for, but can’t afford to fill.

SENATOR GQUESS asked if she was correct in that he assunes
approxi mately 600 out of the 8,100 seniors who are eligible wll
choose the prescriptions over the cash.

COW SSI ONER G LBERTSON answered that their assunption is for
the last quarter of FY04, they would serve 7,550 seniors under
the cash benefits and 600 seniors under the drug benefit for
those below 135 percent of poverty level and 2,120 seniors for
the drug benefit between 135 and 150 - for a total of 10,500
seniors served. O those, roughly 46.6 percent didn't receive
the Longevity Bonus indicating that they are tapping a nunber of
people who were not served through the Longevity Bonus into a
needs- based program

SENATOR GUESS t hanked him for inplenmenting the Senior Assistance
Program after the Longevity Bonus was gone. Since nost people
under this program would be choosing the cash option and the
program runs only to 2006, she wanted to know why the cash
assistance part of the program doesn’'t keep going. “...l1 got
confused about why we’'re cutting off cash assistance for seniors
in four years when that cash maybe didn't have to go towards
prescriptions. It went towards food or rent.”

COM SSIONER G LBERTSON replied that the departnent would

continue after this program to believe in cash assistance for
seni ors.
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“We currently run the Adult Public Assistance Program
in the State of Alaska, which is a 100 percent
generally funded program that provides direct cash
assistance to low incone seniors in the state. W are
provi ding the Al aska Senior Assistance Program now as
an additional supplenent on top of that. W have a
vi brant collection of social service prograns, |argely
adm ni stered through ny departnment for seniors in the
state. | think it’s one of the richest prograns for
seniors across the nation.... Well over $200 nillion
of services directly admnistered from that building
across the street to seniors across the state in a
variety of areas from heating to housing to food to
public assistance to Medicaid services...services that
are costing nore on an annual basis...The Medicaid
Program has grown by $100 nillion in this state each
year since 1999 and we’'re projecting continued growth
going into the future. That's requiring an additional
general fund investnent. The Governor’s key phil osophy
is that first and forenbst our resources have to be
targeting toward those individuals who are the

neediest. W wll <continue to strengthen first the
Medi caid and safety net services such as Adult Public
Assi st ance, which sonetimes gets | ost in the

conversation. W’'re providing cash assistance to
alnost 5,000 seniors in the state right now at $20
mllion per year for |lowincone senior. W have to
continue funding that program which is growing at a
very high rate.

SENATOR GUESS said she was still confused. If the purpose of
this program isn’t cash assistance, why is he providing cash
assi stance to seniors who have enough support and may not use it
on prescription drugs?

If the goal 1is prescription drugs, why arent we
spending all the funding on prescription drugs? If the
goal is cash assistance, why are we setting up a

simlar situation that we just went through [by
stoppi ng the Longevity Bonus]?

She didn’'t want seniors to think they would start to get $120
for the rest of their lives and then be di sappoi nt ed.

COMM SSI ONER G LBERTSON responded that this is a prescription

drug program and the reason they continue the cash assistance is
because this is a needs based program and seniors are going to
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be on it until the Medicare drug benefit becones avail able. The
governor felt that seniors, at |east, deserved a choice.

CHAIR DYSON said he wanted to get to the public testinony and
asked Marie Darlin to testify.

2:12 p.m

M5. MARIE DARLIN, AARP, said that 2003 was a difficult year for
many ol der Al askans, especially those over 72, as the Al aska
Longevity Bonus was part of their retirenment budgets and it was
st opped. As sone people get ol der, they require nore
prescription drugs and those costs have been increasing at rates
hi gher than normal inflation.

Al t hough the Senior Assistance Program did not replace
the Longevity Bonus, it does help over 7,000 of our
| owest incone older Alaskans determne how to pay
their day-to-day costs, especially for prescription
drugs.

M5. DARLIN said the Medicare prescription drug bill that
Congress just passed would help an estimated 23,000 ol der
Al askans who are bel ow 150 percent of the federal poverty |eve
when it fully takes effect in 2006. Until then, the proposed
Senior Care Program will provide sone financial relief. *“Any
financial assistance to help cope with escalating drug costs
will be welcome....”

She said that AARP approves the legislation as presented by the
governor’s office.

2:16 p.m
TAPE 04-1, SIDE B

M5. DARLIN continued saying that AARP supports the Senior Care
preferred drug list (PDL). Her final conment was on how the
senior prograns are going to be paid for. They want to be
certain they are not supporting a new benefit for ol der persons
that will result in a decrease in funding for a neo-natal
program sonmewhere and that, “We are all in this together. W are
all Al askans no matter what our age...”

MR. ED ZASTROWN AARP, supported Ms. Darlin’s coments and SB
259.

SENATE HES COW TTEE -10- January 14, 2004



M5. SARA JACKSON, St. Francis House, Catholic Social Services,
said they run the largest food pantry in Alaska. For the | ast
six nonths they have been operating a USDA food program that
uses 130 percent of the poverty level for qualification. In
Decenber they fed 4,693 people — 188 were 65 years and ol der.
They are anong the nost desperately poor. She supported SB 259
and thanked the governor for introducing it.

CHAIR DYSON asked what was the will of the commttee and did
they want to pass it out now.

SENATOR GREEN noved to pass SB 259 from commttee wth
i ndi vi dual recommendations with the understanding that if anyone
had any additional concerns, they could be addressed in Senate
Fi nance, since three of the comittee nenbers were on the
Fi nance Comm ttee al so.

CHAI R DYSON added, “If we choose to do that, | wll certainly
commt to our two nenbers who aren’'t a nenber of that, that any
questions or objections or anendnents or whatever, |’'ll work

hard to get them addressed.”

There were no objections and SB 259 noved from committee wth
i ndi vi dual recommendati ons.

There being no further business to cone before the comnmttee, he
adj ourned the neeting at 2:25 p. m
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