HOUSE FI NANCE COW TTEE
January 26, 2005
2:17 P. M

CALL TO ORDER

Co- Chair Chenault called the House Finance Commttee neeting
to order at 2:17:11 PM

VEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Ri chard Foster
Representative Jim Holm

Represent ati ve Reggi e Joul e
Representative M ke Kelly
Representative Carl Mses

Representati ve Bruce Weyhrauch

VEMBERS ABSENT

Representative Eric Croft
Representative M ke Hawker

ALSO PRESENT

Joel G| bertson, Comm ssioner, Departnent of Health & Soci al
Servi ces; John Sherwood, Staff, Ofice of the Conm ssioner,
Departnent of Health & Social Services; Steve Atkins,
Director, Division of Senior & Disabilities Services,
Departnent of Health & Social Services

GENERAL SUBJECT(S) :

Overview. Senior Health Care Program

The followi ng overview was taken in |l og note format. Tapes
and handouts wll be on file wth the House Finance
Comm ttee through the 24th Legislative Session, contact 465-
6814. After the 24th Legislative Session they wll be
avai |l abl e through the Legislative Library at 465-3808.

TI ME SPEAKER DI SCUSSI ON
2:17:30 PM | Co-Chair Convened the House Finance Commttee to
Chenaul t take testinony from Conm ssi oner
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G | bertson of the Departnment of Health
& Social Services regarding the Senior
Heal th Care Program

OVERVI EW SENI OR HEALTH CARE PROGRAM

2:18: 36 PM

JCEL
G LBERTSON

SERVI CES

Provided Comm ttee nenbers wth a
handout regarding the “Conparison of
Qual i fications and Benefits — Begi nning
January 2006”. (Copy on File). He

i ntroduced his staff John Sherwood, who
woul d answer Conmittee questions about
t he program

Conm ssi oner G | bertson noted that the
Governor had submitted a bill, HB 106,
which will address the Senior Care
initiative effort throughout the State
of Al aska. One piece of that

| egi sl ati on establishes a cash

assi stance benefit drug subsidy for

| ow-i ncone seni ors.

2:19: 27 PM

Conmi ssi oner
G | bertson

The proposed | egislation builds off the
federal Medicaid benefit and efforts
done | ast sessi on.

2:20:12 PM

Conmm ssi oner
G | bertson

The cost of prescriptive drugs has
skyrocketed and inflation rates have
rose as high as 27%in one year.

2:20: 38 PM

Cpnnissioner
G | bertson

The Governor’s proposal provides for
enhancenent of the Senior Care drug
benefit and will interact will with the
federal Medicaid benefit.

Medi care consi sts these parts:

e Part A— virtually all seniors are
in Part A and covers in patient
servi ce and hospital care;

e Part B is the Medicare conponent
for seniors when they receive out
patient services;

 Part Cis not available in Al aska
and deals with Medicare plus (+)
choi ce plans or Medi care managed
care;

e Part Dw Il begin in Alaska in
January 2006 and it wll allow
seniors to enroll in Part D and
recei ve Medi care drug assi stance.

2:21:40 PM

Cpnnissioner
G | bertson

Advi sed that Seniors pay a prem um when
they are in Part D and when they
enroll, they will have to pay another
prem um for the prescription drugs.
Additionally, they will have a new
deducti ble. The federal governnent
does have a sliding scale and seniors
bel ow 135% have no cost sharing. The
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sliding scale noves to about 175% for
when they receive assi stance.

2:22:33 PM

Conmi ssi oner
G | bertson

HB 106 clarifies that beginning in
January 2006, when the benefit begins,
the State Senior Care programw || be
converted to a drug assi stance program
The State will pay for out of pocket
costs for senior’s prem uns or
deductible up to an incone | evel
of poverty.

He pointed out the chart (Attachnent
#1), which better clarifies the
Governor’s intent. Cash assistance
will continue. Under the previous
Seni or care proposal, the seniors under
135% poverty | evel, an annual incone
for a single senior of about $15, 700
dol l ars per year and a couple with

$21, 000 dol I ars incone per year. They
currently receive $120 per nonth and it
will continue. Those seniors wll have
access W thout paying a prem um or
deducti bl e.

300%

1 57

PM

Conmi ssi oner
G | bertson

Conti nued, the Senior care cash
assistance is for seniors above 135%
poverty and up to 300% poverty | evel,
whi ch for an Al aska senior would be up
to $34, 800 dollars incone per year.
There woul d be an asset limt and the
benefit woul d be $670 doll ars per year.
The prem um woul d be $40 per nonth.

: 35

PM

Conmi ssi oner
G | bertson

Not ed that the Departnment expects to
serve approxi mately the same nunber of
i ndi viduals, 7,000. Any senior that
enrolls in Part Dwll have to pay a
deductible in order to receive
assi st ance.

1 25

PM

Conmi ssi oner
G | bertson

He referenced
Under the old senior
fromlast session, the 1°
woul d amount to a $1, 000
subsi dy per individual. Under HB 106,
the seniors expense will be reduced to
alittle over $450 doll ars.

Clarified that.
Attachnent #1:
drug proposa
$2,500 spent,

114

PM

Cpnnissioner
G | bertson

Not ed the senior care benefit conponent
and Medicare care benefit. The goal of
the legislation is to guarantee that

not a single senior in Alaska is unable
to pay out of pocket costs.

149

PM

Cpnnissioner
G | bertson

He clarified what this would nean for
“real Al askans”. He referenced Page 2,
Attachnent #1, which provi des exanpl es
of savings wthin the program
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hi ghl i ghting a coupl e and i ndivi dual .

2:28: 05 PM

Conmi ssi oner
G | bertson

Stated that the programis an effort to
guarantee that seniors, particularly

| ow i ncome seniors, have needed access.
He addressed what woul d happen to

seni ors who have access to drug
benefits under a retirenment program
There woul d be a capped anpunt that the
St at e pays.

2:28:45 PM

Representati ve
Joul e

Noted the he receives a ot of district
correspondence regardi ng the cash

assi stance program The information
required for the programis
conplicated. He reiterated that sone
peopl e registering for the programare
uncertain what is requested of them

It has becone a hardship for those
seni ors.

He requested that a system be nade,
such as a followup call, to help keep
seniors “in the | oop”.

2:31:39 PM

Conmi ssi oner
G | bertson

Addressed the out-reach concerns of
Representative Joule. He stressed that
t he Governor has been adamant t hat
there should be a “clearing house” for
senior information and there will be a
(800) number and a website where
seniors can call to help find
appropriate providers. He added that a
staff woul d be added to the Senior
Ofice. He warned that the next twelve
nonths will be the nost confusing and
chal l enging tines for the seniors.

They will be receiving nmailings from
the federal governnent asking themto
enroll and will be conplex informtion
determ ning which plan to enroll in.

2:33:41 PM

Conmi ssi oner
G | bertson

The federal as well as the State
applications will be going out. It
t he “unknown” group, the group that
not currently receiving benefits th
are worrisone. He reiterated that
will be a chall enge.

is

is
at
it

2:34: 07 PM

JOHN SHERWOCD,
STAFF, OFFI CE
OF THE
COWM SSI ONER,
DEPARTMENT OF
HEALTH &

SCCl AL

SERVI CES

Spoke to the issue regarding the review
and the nunber of individuals that are

| ost each year due to that paperworKk.
Over the years, the process has been
sinplified and in the federal needs
based paynent, the State no | onger

requi res the individual review.

He noted that there are two notices
sent out as rem nders. There to date,
has not been a practice of calling
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partici pants when their reviews are not
r et ur ned.

1 20

PM

M . Sherwood

Expl ained that the recipient only needs
to let the State know when thi ngs have
changed.

: 38

PM

Representati ve
Joul e

Asked t hat when these people do not
respond, if there be anything that
woul d prohibit the Departnment from
sharing that information with his
office. His office could do the “foot
work” to hel p those constituents.

1 07

PM

M . Sherwood

Responded that he would need to consult
with Departnent of Law. He feared that
it could require a statute change
because of confidentiality issues. He
added that there is a special statute
around the Tenporary Assistance to
Needy Fam |lies (TANF) program

: 38

PM

Representati ve
Joul e

Commented that his office could easily
coordinate followup for the seniors in
his district in order that they are
able to receive services.

: 00

PM

Vi ce-Chair
Stoltze

Advi sed that soneone at his district’s
Seni or Center questioned Mdicaid
paynent del ays and had contacted him
He i nquired about solutions for those
sof tware concerns.

: 55

PM

STEVE ATKI NS,
DI RECTOR,

DI VI SI ON OF
SENI OR &

DI SABI LI TI ES
SERVI CES,
DEPARTMENT OF
HEALTH &

SCCl AL

SERVI CES

Stated that on July 1%, 2004, the U.S.
governnment required that any procedure
codes used by the State for Medicaid
wai ver services, need to be uniform
statewi de. That process worked well
for three of the four senior prograns.
The codes had to be converted to the
wai ver program used by the Senior
Center.

A probl em exi sts under the Medicaid
wai ver for nental retardation and
devel opnental disabilities (D.D.).
They do not have a database that can
convert the old procedure codes into
the new ones. The val ue was not
transferring over. He acknow edged
trouble with the D.D. side of business
for paying Medicaid bills.

By the end of this nonth, M. Atkins
clai med that the Departnent woul d be
converting the D.D. programinto the
sane type database used for the other
wai vers.

2:40: 16 PM

Cpnnissioner
G | bertson

Noted the foll ow up happening in Vice
Chair Stoltze district.

2:40: 43 PM

Co-Chair

Questi oned how sust ai nabl e t he proposed
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Chenaul t

program woul d be over tine, pointing
out the size of the fiscal note.
Commi ssi oner G | bertson acknow edged
that is a concern for the Departnent
for it to be sustainable. He added
that providing for prescription drug
coverage is expensive. There is a
bal ance in the Senior Care program
fund. The Departnent was concerned
with using only that fund to get
through the first year and then
experienci ng a huge due anount each
year. He claimed that the program
woul d cost between $17 & $18 million
dol | ars per year.

2:42:29 PM

Co- Chair Meyer

Asked how much of the original anount
of $26 billion dollars was renmaining.

2:42:52 PM

Conmi ssi oner
G | bertson

Replied that as of January 1, 2006,
when the Medi care benefit begins, there
woul d be no expense for the first half
of the fiscal year; the remaining

bal ance woul d be $7.7 million dollars.

2:43: 21 PM

Co- Chair Meyer

I nqui red why there was noney | eft over.
Commi ssi oner G | bertson expl ai ned that

the Departnent was very conservative in
their estimates and the eligibility

cal cul ations were higher. It difficult
to predict the nunber of seniors based

on economi c dat a.

2:44: 44 PM

Conmm ssi oner
G | bertson

Added that it was initially difficult
to get seniors enrolled. The old
Seni or care proposal was out dated from
that of the Governor’s intent.

2:45: 01 PM

Cpnnissioner
G | bertson

Spoke of the cash subsidies for seniors
bel ow poverty | evel and a prescription
drug subsidy for seniors between 135%
150% | evel of poverty. He stated that
it has been difficult to access that
group; there is an effort happening in
the next few weeks to rai se awareness
wi thin that group.

He enphasi zed that has been a conpl ex
issue for seniors. The assistance is
only now being provided for the drug
assi stance. Last year, the federa
government provi ded a drug assi stance
card, which ended up being very
confusing. He stressed that there had
been a nunber of issues confusing
seniors. The enrollnent is far | ower
than the Adm nistration wants and
consequently, the Departnent has spent
ti me educating Al aska Associ ation of
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Retired Persons (AARP) and working with
appropriate organi zati ons to educate.

2:46: 31 PM

Co- Chair Meyer

Asked if the estimated $18 million
dol | ar nunmber was correct.

Commi ssioner G | bertson replied that
the Departnment has to date not m ssed
by much. He recommended that M.
Sher wood address comments.

2:47:33 PM

Co- Chair Meyer

Conment ed on how the costs woul d be
pai d during the next five years.

Commi ssioner G | bertson pointed out
that the costs were indicated in the
fiscal note, through FY2011l. It should
be included in the general fund
requests during those years.

Co- Chair Meyer inquired who woul d
qualify to receive the allocated funds.
Conmi ssioner G |l bertson referred to the
handout, pointing out that those bel ow
the 135% poverty | evel.

2:49: 20 PM

Co-Chair
Chenaul t

Not ed nenbers who cane into the neeting
| at e.

2:49:52 PM

Representati ve
Joul e

Asked how married couples would file.
M. Sherwood replied that the couple
woul d have to file together as a couple
and that there would be no choice.

2:51: 03 PM

Representati ve
Kel l'y

Asked about the difference in costs

bet ween that program and the Longevity
Bonus i n FYO6.

Commi ssioner G | bertson expl ai ned that
he did not have the analysis for the
Longevity Bonus for 2006 and offered to
| ook it up.

Representative Kelly inquired how

Al aska conpares to other states.

M . Sherwood poi nted out that each
state varies a lot. Each state
attenpts to determ ne the best nethod
for them

Commi ssioner Gl bertson reiterated that
regardi ng delivery Al aska is unique.

2:54: 02 PM

Cpnnissioner
G | bertson

Responded to a question by
Representative Kelly regarding the
relati onshi p between adm ni strative
costs and direct benefits.

Comm ssioner Gl bertson stated that in
FYO6, the adm nistrative costs would be
$450 t housand dol | ars.

2:56: 25 PM

M . Sherwood

Added that he would need to research
the difference between those costs.

2:57: 06 PM

Representati ve
Hol m

I nqui red how many seniors would
actually receive the benefit and what
was the goal of the new program
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2:57:56 PM

Conmi ssi oner
G | bertson

Referred to the Governor’s nessage that
t he Departnment focuses on the needs-
based popul ation. The program w | |
serve 40% of the 40,000 seniors in

Al aska.

Conmi ssi oner G | bertson continued that
7,000 seniors would receive cash

assi stance. He stressed that there
have been trenendous gaps in the

Medi care program for a nunber of years.
Representati ve Hol m observed that 40%
was too | arge of an anmount.
Conmi ssi oner G | bertson advi sed that

t he program was not devel oped with the
intent to serve 40% of the seniors.

The program was desi gned by actua

i ncomes. The Departnent believes that
the appropriate place to draw the line
is at the 135% poverty |evel incone per
year.

Representative Hol minterjected that
was generous.

3:01:43 PM

Representati ve
Hol m

Asked why seniors are not signing up
for the program

Commi ssioner G | bertson responded that
the State has a pretty good
penetration. It has been difficult to
reach seniors between the 135% and 150%
poverty level incone. He reiterated
efforts of the Departnent being taken
to enroll seniors fromthat group. He
addressed integrating the process with
f ederal agenci es.

Represent ati ve Hol m not ed appreci ation
for the Departnment’s efforts in

adm ni stering the nonies.

3:05:32 PM

Representati ve
Kel l'y

Questioned if there was any “doubl e

di ppi ng” occurring such as with the
Indian Health Service (IHS).

Commi ssioner G |l bertson replied there
was not.

Representati ve Kelly suggested revising
the sensitivities.

3:06:51 PM

Conmi ssi oner
G | bertson

Expl ai ned that there was considerabl e
questioning through the federal agency
regardi ng individuals with dua
eligibility. The issue is not for the
beneficiaries but rather the agency
responsi bl e for paying for the services
to determ ne which fund source to use
to pay for the service.

3:07:53 PM

M . Sherwood

Expl ained that there are no
di scrim nati ons agai nst the I HS
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beneficiaries. There will be no

di scrimnations for the Al askan peopl e.
Commi ssi oner G | bertson added that many
deci si ons need to be determ ned about
who is eligible. He said that about
40% of the population is dual eligible.
In response to Representative Kelly,
Conmi ssioner G | bertson noted that it
is a mtter of processing clainms so not
to expend general funds.

Representative Kelly voiced his
opposition to any discrimnation within
such a program

Conmi ssi oner G | bertson assured him
that discrimnation is not
intentionally occurring in any of the
pr ogr ans.

3:11:40 PM | Co-Chair Asked about rank and average
Chenaul t Commi ssioner G | bertson acknow edged
that he is concerned about the State’s
ability to continue funding the
program He agreed that it will be a
trenendous financial burden, but
indicated that the Departnent is
commtted to continued funding for the
pr ogr am
3:13:42 PM |Vice-Chair Questioned if eligibility would be
Stoltze based on an “honor” system
Commi ssi oner G | bertson expl ai ned t hat
woul d be difficult at first, but as the
program mat ures, the reporting
requirenents will be drastically
i ncreased.
3:15:16 PM | Representative |Asked about the 50% not included in the
Kel l'y budget and the odds of attaining that
amount .
Commi ssioner G lbertson replied that is
up to the U S. Congressional del egation
and will require extensive work. The
Departnent is optimstic.
3:18:09 PM | Co-Chair Meyer |Asked what options were available to

seniors if the programis not passed.
Commi ssioner G lbertson replied that in
January 2006, seniors who receive cash

assistance will see that go away;
seniors currently receiving
prescriptive drug assistant will see
that go away; any senior receiving any
benefit will receive none. Wat they
will get instead would be their

traditional Medicare prescription drug
assi stance for seniors below the 135%
poverty.
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M. Sherwood pointed out that penalties
woul d be added if seniors do not enrol
when they becone eligible.

Conmi ssi oner G | bertson added that was
consistent wiwth Medicare, Part B, the
payback.

3:21:44 PM | Co-Chair Meyer

Requested materials on the various
poverty | evel determ nations.

Conmi ssioner G | bertson stated that the
Depart nent has done that work and wl |
submt it to Conmittee nenbers.

Co-Chair
Chenaul t

ADJ OURNIVENT

The neeting was adjourned at 3:22 P. M
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