FISCAL NOTE

Fiscal Note Number:

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

RELATING TO MEDICAL ASSISTANCE

Title
UNDER 21

ELIGIBILITY AND COVERAGE FOR PERSONS

Sponsor COGHILL

Requester HOUSE (FIN)

Expenditures/Revenues

Bill Version:

( H) Publish Date:
Dept. Affected:

RDU

3

CSHB 426(HES)

4/12/06

Health & Social Services

Senior and Disabilities Svcs

Component Senior/Disabilities Medicaid Svc

Component No.

(Thousands of Dollars)

2662

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2007

FY 2008

FY 2009

FY 2010

FY 2011

FY 2012

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims (83.1)

(415.0)

(0500.0)

(0500.0)

(500.0)

(0500.0)

Miscellaneous

TOTAL OPERATING (83.1)

(415.0)

(0500.0)

(0500.0)

(0500.0)

(500.0)

ICAPITAL EXPENDITURES |

ICHANGE IN REVENUES (0) |

FUND SOURCE

(Thousands of Dollars)

1002 Federal Receipts (47.8)

(1220.9)

(252.2)

(1250.0)

(1250.0)

(1250.0)

1003 GF Match (35.3)

(194.1)

(247.8)

(1250.0)

(1250.0)

(1250.0)

1004 GF

1037 GF/Mental Health

Other(Specify Type-do not abbreviate)

Other(Specify Type-do not abbreviate)

TOTAL (83.1)

(415.0)

(500.0)

(500.0)

( 500.0)

(500.0)

Estimate of any current vear (FY2006) cost:

Mark this box (X) if fundina for this bill is included in the Governor's FY 2007 budaet proposal:

POSITIONS

[ 1

Full-time

Part-time

[Temporary

ANALYSIS: (Attach a separate page if necessary)

long-term-care related Medicaid.
Medicaid.

below-market value.

may be terminated from the waiver.

This bill contains provisions that bring Alaska Statute into line with the deficit Reduction Act
of 2005 including many mandatory rule changes related to determining financial eligibility for

Sec. 6 makes it more difficult to use an annuity to shelter assets when trying to qualify for
Sec. 7, subsection (m) allows the State to impose stricter penalties for transferring assets at

Sec. 7, subsection (n) allows that a home valued over $500,000 can be aresource in
determining eligibility. Sec. 8 clarifies when a person on a home and community based waiver

These provisions will reduce Medicaid costs by reducing the number of persons eligible for
Medicaid, most of whom are eligible for the Older Alaskans waiver program.

Prepared by: Rod Moline, Director

Division Senior and Disabilities Services

Approved by: Karleen Jackson, Commissioner

Agency

Department of Health and Social Services

Phone 465-3819

Date/Time_04/12/2006

Date_04/12/2006
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FISCAL NOTE
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ANALYSIS CONTINUATION

MEDICAID-QUALIFYING ANNUIITES

Currently, various kinds of trusts and annuities can be used to shelter assets when trying to qualify
for Medicaid. Thefederal law cited in the bill places more restrictions on annuities used for
Medicaid purposes than exist now. Section 6 limits the annuities that do not affect eligibility to only
those that meet the requirements of the federal law. Thisbill also gives the State the right to recover
the balance of an annuity should arecipient die before the annuity has fully paid out.

Annual savings: $0. This provision will not have afiscal impact asit is not included in the budget
now.

TRANSFER OF ASSETSAT BELOW-MARKET VALUE

Generally speaking, if a person applying for or receiving Medicaid benefits has transferred an asset
at below-market value, that person may be subject to a period of ineligibility. Currently, the State can
impose a penalty period beginning with the date of transfer. Section 7, subsection (m) alowsthe
penalty period to begin with the date of application for Medicaid. Thiswill eliminate almost all
instances when an individual escapes serving a penalty period because the penalty period has aready
run its course before the Medicaid application is submitted. Thiswould mostly affect applicant's
seeking long-term care coverage including long-term care services under the Older Alaskans waiver
program.

Annual savings to Medicaid = $250.0 thousand

Assumptions:

~The number of applicants penalized in past 6 months = 6, which is 12 annually
~Average number of months penalized =5

~Estimated total number of months eligibility is delayed annually due to penalties = 60
~Applicants would have been eligible for the OA waiver program

~Average annual cost per OA waiver recipient = $50,000, which is $4,167 per month
~The savings will ramp up over a 3-year period

HOMESASA RESOURCE

Normally, a person's home is an exempt resource for Medicaid eligibility purposes. Section 7,
subsection (n) puts alimit on the value of a home that would still qualify for this exemption. In
effect, an individual will be ineligible for Medicaid if their home has an equity value for more than
$500,000, unless they sell it, borrowed against it, or take out a reverse mortgage to reduce the equity
below $500,000. Thiswould mostly affect applicants seeking long-term care coverage including
long-term care services under the OA Waiver program.

Annual savings to Medicaid = $250.0 thousand

Assumptions:
~Currently number of long-term care recipients known to have a home valued over $500,000=0
~Don't have any data on number of applicants with homes valued over $500,000
~Estimated number of applicants per year with homes valued over $500,000 who would now be
ineligible=5
~Applicants would have been eligible for the OA waiver program
~Average annual cost per OA waiver recipient = $50,000
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ANALYSIS CONTINUATION

TERMINATING WAIVER

SERVICES This section isin response
to aclass action lawsuit filed against the Divsion regarding how individuals from the Older Alaskans
and Adults with Physical Disablilities waivers are assessed and terminated from the program. Prior
to the litigation the Division only assessed individual s based on the current circumstances and level
of client function. Section 8 says that a person who is eligible for ahome and community based
waiver may be terminated from the waiver only if the recipient scores below the eligibility standard
on the asessment and an independant qualified health care professional certifies that the recipeint's
condition has materially improved from the previous assessment.

Annual savings: $0. This provision will not have afiscal impact asit is not included in the budget
now. It will be a cost avoidance.

Other Assumptions:

~The bill takes effect July 1, 2006; however, implementation would be delayed until the 4th Quarter
while waiting for approval of a Medicaid State Plan Amendment. For this reason, FY 2007 is 25% of
afull year.

~The federal matching rate is the estimated SFY quarterly average FMAP for the applicable year:
FY07=57.58%, FY 08=53.22%, FY 09=50.44%; FY 10 to FY 12=50.00%.

~The other sections of this bill do not need afiscal note in this component.
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