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PCSI TI ON  STATEMENT: Testified that although the conmunity
mental health system in Alaska is fragnented and broken, there
are opportunities to nmake it better.

TOM HAM LTON, PhD

Medora | nvestnents, LLC

Houst on, Texas

PCSI TI ON STATEMENT: Presented a cost-effective alternative to
crimnalizing those wwth a nental ill ness.

JOHN SHI ELDS
Lewin Group

Virginia

POSI TI ON STATEMENT: During the long-term forecast of Medicaid
enrollment and spending in Al aska presentation, answer ed
guesti ons.

TED HELVO GHT, Econoni st

ECONor t hwest

Eugene, Oregon

PCOSI TI ON  STATEMENT: Presented the long-term forecast of
Medi caid enrol |l ment and spending in Al aska.

FRED VAN WALLI NGA, Chair

Citizens' Review Panel

Wl ow Al aska

PCSI TI ON  STATEMENT: Presented an overview of the GCitizens'
Revi ew Panel .

SUSAN HEUER, Menber

Citizens' Review Panel

Anchor age, Al aska

PCSI TI ON  STATEMENT: Presented an overview of the GCitizens'
Revi ew Panel .

ACTI ON NARRATI VE

VICE CHAIR PAUL SEATON called the House Health, Education and
Social Services Standing Conmttee neeting to order at 3:09:32
PM  Representatives Gardner, C ssna, and Seaton were present at
the call to order. He noted that Representatives WIson and
Gatto were excused.

OVERVI EW (S) :
"Cost Effective Alternative To Crimnalizing Those Wth A Mental

[l ness”
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VICE CHAIR SEATON announced that the first order of business
would be an overview of the cost effective alternative to

crimnalizing those with a nental ill ness.

3:10: 16 PM

ALEXANDER  VONHAFFTEN, M D., Pr esi dent, Al aska Psychiatric
Association (APA), informed the commttee that he began doing
clinical work in Alaska in 1990 as a Washington, Al aska,
Mont ana, |daho Medical Education Program (WAM) resident. He
further informed the coonmittee that he has worked throughout the
state in a variety of clinical settings, including conmunity

mental health, the Al aska Psychiatric Institute, the Departnent
of Corrections, the Alaska Native Medical Center, et cetera.
Dr. vonHafften then said that the bad news is that the community
mental health system in Alaska is fragnmented and broken. He
pointed out that the Alaska Departnment of Health and Soci al
Services 2001 In-Step Report highlights sonme of the challenges
faced in Al aska.

DR. VONHAFFTEN opined that the community nental health systemis
| argely designed for failure in that the | east-desired outcones
too often becone the nost |ikely outcones. For instance, the
[community nental health system increases the 1likelihood of
disability and pernicity and increases the likelihood of arrest
and incarceration. The system he pointed out, is crisis
driven. However, he opined that the good news it that the
system can be made better and there are opportunities to do so.
Dr. vonHafften then introduced Dr. Tom Hamlton, who has a
doctorate in engineering and has had a distinguished career in
the oil and gas industry. Dr. Hamlton, he related, is present
to speak today because he has a son with schizophrenia, and thus
since 1992 he and his wfe have |earned about psychiatric
illness and the nental health system The aforenentioned has

resulted in Dr. Ham [ ton's i nvol venent in several Texas
Departnment of Mental Health and Mental Retardation task forces
regardi ng resource allocation. Currently, Dr. Hamlton is a

menber of the board of trustees for the Harris County Mental
Health and Mental Retardation Authority, which has one of the
| argest catchnment areas in the country.

TOM HAM LTON, PhD, turned the conmmittee's attention to a

docunent entitl ed, "Redirecting Resources: Cost-Effective
Alternatives to Crimnalizing Those Wth A Mental Illness.” He
began his presentation with a history of nental illness, which

is as old as the human race and its cause has been attributed to
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everything from physical to denmonic, to biological reasons.

Furthernore, the stigma associated wth nental illness is
centuries old as is the tendency to characterize individuals
with a nmental illness as innates. However, the truth is that
mental illnesses are treatable illnesses with efficacy rates
hi gher than nost other illnesses. The problem is that the

policies in place are riddled wth unintended consequences due
to lack of understanding. Dr. Hamlton pointed out that one of
the results of those unintended consequences is that individuals
with nental illnesses are three to fives tinmes overrepresented
in the crimnal justice system

3:17: 04 PM

DR. HAMLTON turned to the termtransinstitutionalization, which
was coined by J. L. Penrose in 1939 [after observing] that when
the nunber of beds in nmental hospitals in Europe increased there
was an increase in the nunber of beds in the crimnal justice
system The term refers to noving individuals from one
institution to another. He related information gathered in 1880
and in 1955, which were the height of institutionalization.
Today one finds that there has been a 10-fold decrease in the
nunber of individuals in state hospitals, of which one-third

have been renmanded by the court. However, one finds today that
0.3 percent of the U S population in the crimnal justice
system is thought to have a nental illness [which is the sane
proportion of the U S. population that was institutionalized in
1955] . He then drew attention to the graph entitled,
"Transinstitutionalization", which illustrates the height of
institutionalization in 1955 to its 10-fold decline and
corresponding increase in incarceration in 2000. He rem nded
the commttee of the following key events during the
aforenentioned timefrane: 1973 Community Mental Health Center
Act signed; the drug culture in the 1960s and 1970s; phil osophy
change from rehabilitation to punishnment in the 1980s. He

highlighted that in the md 1990s state spending on the crim nal
justice system was dom nant and has continued as such ever
si nce.

3:21:15 PM

DR. HAM LTON explained that the result of the aforenmentioned is
that prisons have becone the state's largest psychiatric
i nstitutions. He related that in 2000 the American Psychiatric
Association estimated that 20 percent of the prison popul ation
has a serious nental illness. He related various other
statistics regarding the percentage of prisoners that have
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mental illnesses. Juvenile offenders with serious enotional

di sturbances are estimated in the range of 40-75 percent. Dr.

Ham lton related his belief that the one thing upon which
everyone can agree is that prisons are not set up to nor do they
provide a therapeutic environnment for addressing nental

i Il nesses. The net result of the aforenmentioned is treatnent-
resistant individuals who recidivate. He then related data from
a 2004 sanpling of a Texas prison and infornmed the conmmttee
that 25-50 percent of inmates have a diagnosable nenta

di sorder. Al t hough sonme mght suggest that there are so nany
inmates with nental disorders because nental illness causes
people to behave in a crimnal nmanner, nmuch data refutes such a
notion. Data specifies that those who are treated appropriately
aren't nore likely to conmmt a crine or be violent than the
general public. However, |ack of treatnent of those same group
of individuals increases the |ikelihood of arrest, which is
usually for a mnor offense at the outset. Unfortunately, there
is a large population with a co-occurring substance abuse
di sorder and the lack of treatnment for this group dramatically
increases the |ikelihood of arrest and violence. He pointed out
that consunmers of nmental health services are at two-thirds
greater risk for being arrested per encounter than nonconsuners.

Sonme officers are trained to recognize those who mght have a
mental disorder and to deal with such individuals. Wth crisis
intervention trained officers and comunity alternatives, the
arrest rate drops to 1-2 percent, which is about the sane as the
general population. "There's a wealth of information out there,

which tells us that these individuals are not nore crimnally
inclined. W just normally lack alternatives to deal with them
in the community,” he said.

3:26:53 PM

DR. HAM LTON addressed what is known about this population,
offenders with a nental inpairnment (OM), from general data
across the country. In answer, he related that half are non-
violent, msdeneanor offenders; three of four have a co-
occurring substance abuse disorder; and they wusually receive
l[ittle or no treatnment in prison. Wth regard to the |ack of
treatment received in prison, Dr. Hamlton noted that prisoners
are guaranteed by the U S, Constitution to treatnent. He
continued by relating that typically prisons lack rehabilitation
and pre-release planning, which results in a lack of a
connection to treatnent and places a safety risk in the public.
In the general public, these individuals are victimzed nore
often than the general public. Therefore, when such individuals
are placed in an environnent like a prison, they spend a
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di sproportionate anount of tinme in admnistrative segregation or
solitary confinenent. The aforenentioned adds conplexity to the
running of the prison, which in turn adds cost. Therefore, it's
nore expensive to keep these individuals in prison and these
i ndi vidual s serve |onger sentences for conparable crinmes under
conpar abl e circunstances. In fact, the Pennsylvania Departnent
of Corrections estimates that an inmate with a serious nental
di sorder costs 75 percent nore to maintain than a non-nentally
il inmate. He then pointed out that in addition to those
costs, there are significant additional Iaw enforcenent and
judicial systemcosts that haven't been captured.

3:31:11 PM

DR HAMLTON then provided the conmittee with jail data from
Harris County Texas, which includes the Houston area and has a
popul ation of about 5 mllion. In 2004 information from the
[ Texas] public nmental health system and the Harris County
Crimnal Justice System was nerged and conpar ed. He noted that
there are fairly high barriers to enter the public nmental health
systemin Texas, and therefore one nust be very ill to enter it.

He also noted that this data doesn't include those who have a
nmental disorder but have never entered the system Therefore

"the nmessage here is the nunbers are going to be higher than one
in four," he said. Based on intake records, there are 16 entry
points into the public mental health system in Harris County,

with the jail being the largest as it provided 38 percent of the
first-tinme entrants. Once those who have a nmental illness are
incarcerated, they serve twice the nunber of jail episodes per
defender. Through the process of incarceration and not treating
the nmental illness and having subsequent incarcerations, these
individuals are crimnalized and technically becone felons. He
related further statistics regarding how inmates with nental

i1l nesses have nore average jail days per episode and are nore
likely to recidivate and have nore post-rel ease jail days.

3:34: 47 PM

REPRESENTATI VE GARDNER i nquired as to what are post-release jail
days.

DR. HAMLTON clarified that post-release jail days refers to the
nunber of jail days an inmate spends in jail after hel/she
reci di vates.

3:35: 09 PM
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REPRESENTATI VE ClI SSNA inquired as to the norale of the enpl oyees
of the prisons and the inmates w thout nental illness because
she opined that [the lack of treatnent for inmates with a nenta
illness] would have a confounding effect that would drive many
ot her aspects of this equation.

DR. HAM LTON agreed, adding that some of the nost frustrated are
the county sheriffs, deputies, and jailers, who readily relate
that they weren't set up to address [inmates wth nental
illness]. The situation is denoralizing and unhealthy for
everyone, he opi ned.

3:36: 37 PM

REPRESENTATI VE GARDNER inquired as to the proportion of the
mentally ill in the general population who never have any
contact with the crimnal justice system

DR. HAM LTON i ndicated that to be about 50 percent.
3:37:16 PM

REPRESENTATI VE CI SSNA rel ated her belief that if issues such as
ment al illness and fetal al cohol spectrum disorder were
addressed early on, the prison popul ation would be di m ni shed.

DR. HAM LTON agreed, and enphasized that this cycle will never
be broken unless a nore proactive course that diverts people
from jail and treats juveniles and those wth [nental]
i Il nesses. "These are either pay nme now or pay ne |ater
illnesses; we're either going to pay for it on the front end or
we're going to pay a lot nore for it on the back end, wth
enornous human suffering on the part of the individuals, their
famlies, their communities, and everyone el se," he opined.

3:39: 07 PM

VI CE CHAIR SEATON then asked the commttee to hold any genera
di scussion questions wuntil the conclusion of Dr. Hamlton's
presentati on.

3:39: 23 PM

DR HAMLTON then turned to the cost and resource allocation
i ssues associated with this. He related that an average stay in
the Harris County jail costs nore than intensive conmunity care,
annually it anounts to approximately $38 million. If the
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incarceration rate matched the epidemological rate and jai
days matched regular offenders, it would cost approximtely $5
mllion, and therefore he suggested that the $30 mllion in
savings could be put toward treatnment of the nentally ill
popul ation. By diverting individuals with a nental illness from
jail or connecting them with comunity treatnent, there is a
potential savings in Harris County of 40 percent per consuner.

3:41: 26 PM

DR. HAM LTON addressed conmunity treatnent and related that in
Harris County there is a nodel program entitled, "New Start."
The program which has been in existence for 12 vyears, was
originally designed to pick up people at the gate of the prison

and connect them wth appropriate services. In 2004 this
program served 600 serious offenders, including those who
comm tted nurder. In 2004 the recidivismrate of this program
was 5 percent, nmuch of which he attributed to technical

vi ol ations such as not making a neeting with the parole officer
or the community treatnent team However, the recidivism rate
over the 12 years of the programis about 1 percent, which is in
stark contrast to the 60-70 percent recidivism rate when folks
with nment al illnesses aren't connect ed to servi ces.
Furthernore, |long-term studies show that "the graduates” of this
program don't re-offend at rates any higher [than the general

popul ation]. This program he opined, protects the general
public from a safety point of view, which is a strong argunent
for treatnent. Dr. Hamlton inforned the commttee that the
average cost per individual in the New Start Program was
$14, 400, which is about $10,000 |ess than keeping the individual
in jail. In fact, if everyone above the epidem ological rate
had been diverted, it would anmbunt to a $9 mllion savings.

However, he stressed that it would take nuch tine to establish a
program to take care of that many i ndividuals. The program is
being expanded at this point to accept those who have been
diverted from the crimnal justice system In response to
Representative Gardner, Dr. Ham lton confirned that the program
only takes people who are in the crimnal justice system either
entering or exiting.

3:45: 02 PM

DR. HAM LTON then turned to the matter of determ ning the cost
data for incarceration versus treatnment, which is difficult.
However, there have been studies by Substance Abuse and Mental
Health Services Administrator (SAVHSA) a federal organization
that reviewed the nine diversion prograns in the nation. Four
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of those studies attenpted to answer whether it's cost effective
to divert as opposed to incarcerate. Fromthose studies, it was
| earned that diversion does reduce jail tinme wthout increasing

the public safety risk. The studies also concluded that
connection to services decreases recidivism However, wth
regard to the next cost, tw studies determned that diversion
costs nore and two studies determned that it cost |ess. The

question one has to ask is to what is the individual being
diverted because the quality of comunity prograns is highly
variable. Furthernore, unless the comunity prograns are set up
to receive these individuals, they will be costly prograns. The
reason, he opined, two of the prograns cost nore to divert
rather than incarcerate is because the only community program
was energency services. Mreover, these studies |asted one year
or less and the nost costly year of diversion is the first year
due to the individual's need for nuch intensive treatnent to
stabilize himher, which typically requires about 18 nonths. He
opined that nbst comunities aren't ready for large scale
di ver si on.

3:48: 51 PM

DR. HAM LTON then nade the follow ng hypothetical assunptions

the cost of the crimnal justice system would cost $20,000 per
year and that it would cost $20,000 per year to divert people to
nmental health services. Following the nodel results that
specify that after 18 nonths there is a decline in the services
required to keep these individuals stable in the comunity, the
cost per year would decline to $12,000 per year. Ther ef or e,
after 18 nonths diversion should produce econonmi cal benefits.
In response to Representative Gardner, Dr. Hamlton clarified
that the treatnent prograns in the hypothetical would be
residential such as the New Start program He further clarified
that the first year of a diversion program would be the
intensive treatnent, but as individuals are stabilized they
beconme out-patients.

3:50: 22 PM
REPRESENTATI VE GARDNER asked if these individuals, once stable
and with decreased nental health services, are utilizing public

assi st ance.

DR. HAM LTON answered that such individuals are likely to be

utilizing public assistance. However, he indicated that it
depends wupon whether vocational rehabilitation services and
psychosoci al services can be provided. Still, he maintained
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that it's very wunlikely that a large percentage of this
popul ation will return to [the workforce]. In further response
to Representative Gardner, Dr. Ham Iton agreed that the benefit
is in the recidivism r rate because far nore could be spent up-
front than the figures show. He did point out that the sane
could be said of prison costs. Dr. Hamlton then continued his
presentation and infornmed the conmmttee that if evidence-based
practices are used, those individuals receiving such services
qualify for Medicaid. The aforenentioned results in cost
shifting/saving such that the state's burden dramatically
decr eases.

3:52:30 PM

REPRESENTATI VE CI SSNA related her belief that the opportunity
cost is not included nor is the part-tine job that an individual

who has received treatnent can do. Furthernore, the costs
associated with the extended famly in regard to travel isn't
i ncl uded. There are, she opined, large costs associated wth
being institutionalized. She nmentioned that sone of these
individuals with nmental illnesses may even be parents. She

guestioned whet her any data has been gathered on the
af or enent i oned.

DR. HAM LTON responded that he has seen sone attenpts to capture
t hose issues, although he said that he hasn't seen any data that

has been able to encapsulate all the issues. He noted his
agreenent with Representative Ci ssna that there are huge burdens
that aren't included in related data. In fact, he highlighted

the burden placed on society in regard to the honeless
popul ati on.

3:54:17 PM

DR. HAM LTON then continued his presentation by discussing how
the system was changed in Texas. He related that in 2001 he was
involved with examining the cost of warehousing persons wth
mental illnesses and created a nacro econom c nodel. Duri ng
fiscal year 2002-2003, the Texas Legislature didn't build a new
prison but rather redirected $35 mllion from punishnment to
treat ment. During the 2004-2005 |egislative session in Texas,
the Texas Legislature renewed the $35 nmillion to treatnment and
legislated a dramatic change in the delivery of nental health
care in the state such that the state went to a disease

managenent jail diversion nodel, which is a recovery-based
nodel . The aforenentioned nodel, which conbines substance abuse
nmoney into the behavioral health nodel, was introduced in
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Sept enber  2004. Furthernmore, this nodel required every
community center to have a jail diversion plan.

3:56:59 PM

DR. HAM LTON reviewed the 1997 one-day snapshot from the Al aska
Department of Corrections (DOC), which relates that 29 percent
of the DOC popul ation exhibits nental illness. That percentage
and the fact that nost suffer a co-occurring substance abuse
disorder is consistent wth national dat a. Wiile the
[ percentage of the DOC popul ation exhibiting nmental illness] was
i ncreasing, the nunber being treated was much | ower. In fisca

year 2000, DOC served 2,556 individuals who were suffering from
various conditions at the time of arrest. He said that the data
is a subtle way to indicate that Al aska has the sane problens as

el sewher e. Dr. Hamlton related that the basic elenents to
address this problem although they my be inadequate or
insufficient, exist in Alaska the sane as el sewhere. He

acknow edged that in Alaska correction officers are receiving
sone training and that there is a functioning nental health
court, a jail alternative services program and an institutional
di scharge program However, he opined that nmany of the
af orenenti oned prograns are based on federal funds.

3:59: 24 PM

DR. HAM LTON concluded by remnding the committee that nenta
illnesses are real illnesses that are treatable. W t hout
treatment those suffering from nental illness are nuch nore

prone to violence and arrest than the general public, but wth
treatnent these individuals are no nore prone to such than the
general public. Dr. Hamlton opined that at worst, it's cost
neutral to treat those wth nental illnesses rather than
i ncarcerate them Furthernore, treatnent of these individuals
is nore likely to result in a cost saving over the long term

4:00: 04 PM

DR. HAM LTON, in response to Representative Cissna, related that
in the Texas crimnal justice system there is an agency that
addresses offenders with nental inpairments and helps to ensure
they receive treatnent. However, since not everyone wth a
nment al illness is identified, Texas was originally only
addressing 14 percent or so.

4:02:02 PM
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The conmmittee took an at-ease from4:02 p.m to 4:06 p.m

Lewin Goup and ECONorthwest "Long Term Forecast of Medicaid
Enrol I ment and Spending in Al aska: 2005-2025"

VICE CHAIR SEATON announced that the next order of business
woul d be a presentation by the Lewin Goup regarding the |ong-
termforecast of Medicaid enrollment and spending in Al aska.

4:08: 06 PM

JOHN SHI ELDS, Lewin G oup, began by informng the commttee that
the Lewin Goup consists of specialists in developing health
care nodels. The nodel presented today is based on designs that
have been successfully used in other states. He noted that the
Lewin Goup is conmtted to nonparti san research.

TED HELVO GHT, Econonist, ECONorthwest, began by reninding the
commttee that in March 2005, the Departnent of Health and
Social Services (DHSS) contracted with the Lewin Goup and
ECONort hwest to develop a nodel that would allow the departnent
to project future Medicaid spending and update its long-term
spendi ng projections. M. Helvoight noted that the nodel is
entirely data driven and thus is based on historical clains-
based data in Medicaid from Al aska. The nodel also has the
capability of reviewing scenarios that nmay occur, even if no
historical data exists for those scenarios. Addi tionally, the
conpani es, upon request, created a report describing a baseline
forecast for Al aska while docunenting the methodol ogy followed
and the data used in the nodel. Therefore, this presentation
hi ghl i ghts some of the points of the report.

MR. HELVO GHT reviewed the steps utilized to build the nodel,
with the first being Alaska s population because Mdicaid
spending in the future relates to the population. The
popul ation projections are based on the Al aska Departnent of
Labor & Workforce Devel opnent (DLWD) projections that are at the
state level and review popul ation gromh by gender and age. For
this analysis, the population growmh was reviewed per region and
Native and non-Native status. The Native and non-Native status
is inmportant due to the Federal Matching Assistance Program
( FMVAP) . All of the aforenentioned resul ted in 220
subpopul ations that were reviewed for the forecasting. Once the
popul ati on forecast is established, the next step is determning
Medicaid enrollnent, which differs quite a bit by age and
gender. The next step is to review the utilization of services.
To continue, one nust next review the total spending on clains,
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t he anount of state funds spent; and other paynents and offsets.
M. Hel voi ght enphasized that the conmttee should keep in mnd
that the |legislature/state is in control of the follow ng:
eligibility requirenments, reinbursenment rates, and services
provi ded. However, there are factors, such as population
grow h, denographi c changes, and changes in nedical technol ogy.

4:18:18 PM

MR. HELVO GHT then highlighted that the baseline analysis is
based on the assunption that the status quo as of fiscal year
2004 will remain for the next 20 years because the data supports
t hat . Therefore, the baseline analysis doesn't anticipate
policy changes such as the followng nmade in 2005-06: cost
containment; Bring the Kids Hone initiative; personal care
attendant regulation changes; or Medicare Part D drug benefit.
However, it's clear that all four of the aforenmentioned wll
have an inpact on spending over tine, which DHSS will be able to
review for each initiative.

4:20: 08 PM

MR. HELVO GHT noved on to the population, which will be the
| argest driver throughout this analysis. He inforned the
conmttee that the 65 and ol der population, currently totaling
43,000, is projected to triple to 124,000 between 2005 and 2025.
Furthernore, between 2005 and 2010 the state's population is
estimated to slow from about 1 percent per year to .6 percent in
2025. Most of the growh w Il occur in the Anchorage/ Mat- Su

region while Southeast Alaska wll experience a slight
popul ati on decrease over the next 20 years. Furthernore, M.
Hel voight projected that the Native population wll grow

significantly faster than the non-Native population. He then
turned attention to the Al aska Population growmh graph on slide
14, which breaks out the population growth by age. This graph
indicates that there will be significant growmh primarily in the
el derly popul ati on.

4:22:32 PM

MR. HELVO GHT continued with Medicaid enrollnment, which the
analysis projects will grow faster than the state's popul ation
as a whole such that Medicaid enrollment in Alaska will grow
from 132,000 in 2005 to 175,000 by 2025. Medi cai d enrol | nment
will grow nmuch faster for the elderly than for the entire state
popul ation. The elderly enrollment will grow from approxi mately

10,000 in 2005 to 33,000 by 2025. Simlarly, the graph on slide
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18 indicates that there wll also be growh in Medicaid
enrol l ment for the children and worki ng age groups.

4:25:25 PM

MR. HELVO GHT addressed the utilization of services, which wll
determine how nmany services each of the 220 sub-popul ations
enrolled in Medicaid wll wuse. He clarified that for this
analysis Medicaid utilization is the annual unduplicated count
of Medicaid enrollees who used a particular Medicaid service

during a particular year. The departnment aggregated Medicaid
services into 20 service categories and the growh projected in
utilization will differ greatly anong the service categories.

He reminded the commttee that the personal care service
category doesn't include any changes nade to that category, and
therefore the hope is that the 9.7 percent projected wll

actually be |ess. Still, it will be a category that wll grow
fast.
4.:27:36 PM

REPRESENTATI VE ClI SSNA recalled from the House Finance Health,
Education, and Social Services subcomrittee that the personal
care attendant service is much |ess expensive than growh in the
residential nursing hone. Therefore, she questioned whether a
decrease in the personal care service would actually be |ess
costly because it could nmean that a nore expensive alternative
is being utilized.

MR. HELVO GHT agreed that it's not a good thing if it's a case
in which personal care regulation changes push people to nursing
homes. However, if it's a case in which sonme m ght consider the
i nappropriate wuse of personal care, then it's probably
appropri ate. He specified that if the things aren't related to
nursing home care, then it's a good change.

4:29:01 PM

MR. HELVO GHT continued with regard to utilization of services
and directed attention to slide 21, which specifies 6 of the 20

service categories. Each category is projected to grow at a
different rate, which is based largely on historic growmh rates.
For all Medicaid wutilization as a whole, the Centers for
Medicare and Medicaid Services' (CM5) national forecast of
growh is wutilized to guide the overall growmh of such in
Al aska. He related that CVS projects future growh of about 2.2
percent in utilization growh. The aforenentioned, he noted,
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was a required assunption when doing such analysis. He then
mentioned that slower relative growmh in nursing hone services
is partially offsetting the very high projected growh in
personal care and Medicaid hone- and community-based (HCB)
wai ver categories. He further nmentioned that in addition to the
220 subpopul ations projected through tinme, the analysis projects
20 different service categories through tine. Therefore, there
is a certain conplexity with regard to the wutilization of
servi ces and the spendi ng on services.

4:31: 58 PM

MR. HELVO GHT turned to total spending and highlighted that of
primary inportance are the findings related to the direction and
approxi mate magni tude of changes in spending on Mdicaid. I n
2005 calendar year total spending by the state and federal
governnents on Medicaid clains in Al aska was approximtely $1
billion. By calendar year 2025, total spending by the state
and federal governments on Medicaid clains in Alaska is expected
to increase to about $4.8 billion in actual dollars or to about
$2.2 billion in inflation adjusted dollars. The difference
between the two growth rates is nedical specific. M. Helvoight
related that in 2005 inpatient hospital services is the |argest
Medi caid service category and is responsible for 15 percent of
total spending on Medicaid plans while the HCB waivers and
personal care constitute approxinmately 11 percent and 10 percent
of spending, respectively. However, the projection for 2025 is
that inpatient hospital services wll only account for 5 percent
of the total Medicaid service spending while HCB waivers and
personal care wll grow to about 22 percent and 27 percent,
respectively. Therefore, half of all spending in 2025 would be
in the aforenentioned two categories, which he attributed to the
denographics. M. Helvoight then drew the commttee's attention
to two graphs on slides 29 and 30, both of which illustrate the
proportion of spending by each of the three age cohorts. In
2005, about 44 percent of all Medicaid spending is for children
with about 22 percent for the elderly. However, by 2015 the

spending for the elderly will surpass spending on working age
adults and by 2018 it wll surpass spending on children.
Therefore, the programw ||l be very different than it is today.
4:35:20 PM

REPRESENTATI VE CI SSNA recalled being told by AARP that in other
states when it cones tinme for nursing hone care, those residents
without a famly base in the area return to the state in which
there is a famly base. However, she surmised that in Al aska
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the growh is too recent to determne what wll happen, which
coul d substantially change the projections.

MR. SHI ELDS agreed that such could change the projections. The
influx of individuals in and out of Alaska is a serious issue in

terms of its inpact on the estimtes. To the extent the aged
are leaving Alaska today, the assunption is that it wll
continue at the sane rate in the future. However, there will be
so many nore aged people that it will seemto nushroom and could
have a dramatic inpact. M. Shields noted that M. Hel voight
will present a slide that addresses what wll happen if the
denographics are very different than projected today. Al t hough
the nunber is very different, it remains larger than the
spending for children and adults. The aforenentioned is what

M. Shields referred to as a "robust result” that is very likely
to occur.

4:41: 37 PM

MR. HELVO GHT explained that the nodels built for DHSS wll
allow it to conduct |ong-term forecasts of different scenarios.
For exanple, the departnment could forecast the effect on total
spending if the elderly population grows slower than 1is
forecasted by the DLWD and the departnent could also determ ne
the effect on spending if wutilization grows slower than is
projected in the nodels. He presented graphs illustrating the
af orenenti oned possible effects on slides 33 and 35. M.
Hel voight related that CMS projects that nationally Medicaid
spending will grow by 7.5 percent per year through 2014. Thi s
anal ysis projects that over the sane period, total Medicaid
spending in Alaska will increase by 7.7 percent. However, state
spending wll be different. In calendar year 2005 state
mat ching fund spending on Medicaid services was approximtely
$380 mllion, but by calendar year 2025 it's actual spending

will grow to approximately $2.1 billion. The aforenentioned is
an 8.9 percent growh rate over the next 20 years, which
illustrates that the gromh in spending will clearly be greater
for the state than the federal governnent. In fact, over the
next five years is when nmuch of this change wll occur. He
projected that between 2005-2010, the state will increase its
spending by 10.5 percent per year while the federal governnent
will only increase its spending by 6.3 percent, which he
attributed to the federal matching rate that is projected to be
at the mninmum by 2008. M. Helvoight then infornmed the

commttee that on a per capita basis every man, wonman, and child
of Alaska is paying about $500 for Medicaid services. By 2025
that will increase in actual ternms to just over $2,500, which is
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a nust faster growmh than will occur with real per capita incone
over that sane tinme period.

4:46: 38 PM

MR.  HELVO GHT concluded by addressing the topic of "Going
Forward. " He related the following quote from Janet d arke,
Assi stant Conm ssioner, DHSS, "The Al aska Medicaid program wl|
fundanmental |y change over the next 20 years from a program that
centers on children to one that is domnated by seniors.”
Therefore, in the future Medicaid will look nore |ike Medicare.
He then enphasized the inportance of recognizing that in 2025
al nrost half of the spending will be for the elderly, although
the elderly wll only account for 33,000 out of 175,000 Medicaid
enr ol | ees. The legislature, to sone extent, has control over
the follow ng: eligibility requirenments; reinbursenent rates;
and services provided.

4:48: 38 PM

VI CE CHAI R SEATON asked if the shift from Medicaid prescription
phase to Medicare prescription phase was i ncl uded.

MR. HELVO GHT replied no, but stated that it should have an
inmpact. He confirned that this could be included in the nodel.

MR. SHI ELDS expl ained that the claw back provision in which what

is saved in the state Medicaid program will be paid back into
the program to sone degree. Therefore, the savings won't be a
wi ndfall but rather will be used to help pay for the program

"It's conplicated, but it's not clear whether you break even or
spend nore or spend |l ess,” he said.

Citizens' Review Panel

4:49: 54 PM

VICE CHAIR SEATON announced that the final order of business
woul d be the overview by the G tizens' Review Panel (CRP).

4:50:43 PM

FRED VAN WALLI NGA, Chair, Citizens' Review Panel, introduced the
menbers of the panel present. He infornmed the commttee that
this panel was established by the federal governnment and works
with the Ofice of Children's Services (OCS) to inprove services
to the citizens of Al aska.
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SUSAN HEUER, Menber, Citizens' Review Panel, related that this
group has been working together for two years. The CRP is
federally mandated to review the policies and procedures of OCS.
Over the past two years, CRP has conducted four town neetings in
Anchorage, Wasilla, Juneau, and Bethel. She noted that CRP has
had training with regard to performng an audit of OCS records.
Based on the public testinony, the nost concerns arose from the
town neeting in Wasilla, which pronpted a site review in the
Mat anuska- Susi t na ar ea.

4:54: 04 PM

M5. HEUER expl ai ned that two weeks ago, four CRP nenbers went to
the Matanuska-Susitna area to interview eight collatera

agencies that deal with OCS as well as OCS itself. The
interviews reviewed how the agencies worked together and how
they view child protection in the conmunity. For those
nmeetings, a list of positives and negatives will be shared with

the comunity, the legislature, and the federal governnent.
Furthernore, some short-term recomendati ons have been provided
to OCS to be inplenented by the end of this fiscal year. The
short-term goal for CRP is to help inplenent changes in the
Mat anuska- Susitna office such that the public's concerns are
addressed and nore children are being protected. The long-term
goals of CRP are to continue conmmunity nmneetings around the
state. The goal, she opined, is for there to be an increased
adherence to policies and procedures by OCS and stronger
col | aborati on anong agencies working with OCS. The goal is also
to increase the level of protection of children in Al aska such
that incidences of child abuse and neglect wll decrease.

4:55: 53 PM
M5. HEUER expressed concern that as CRP is becom ng nore public,

nore individuals are contacting CRP with concerns. The panel is
a volunteer group that has no nmeans to neet that level of tine

and concern. Therefore, CRP would like to refer people to the
grievance procedures already established by OCS and the
Onbudsman's O fice. However, at sonme point CRP will address how
to track those grievances and review the outconme after the
gri evance process. Ms. Heuer related that nore nenbers are
needed t hroughout Al aska in order to have as bal anced a board as
possi bl e. However, travel expenses mneke [a board wth
representation throughout the state] cost prohibitive. "W have

touched the tip of the iceberg, functionally, with this,” she
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opi ned. She further opined that CRP hopes to establish a
positive relationship with OCS.

4:57:59 PM

VICE CHAIR SEATON commented that as legislators can relate to
col | eagues that questions can be properly directed to OCS and
the Onbudsman's Ofice. Recal | ed presentations from other
departnents and agencies, and recalled frustration with regard
to the tinme it takes for data input into reports as it reduces
the amount of service the agencies can provide to clients.
Therefore, he suggested checking with those in the field to
determi ne whether there are reporting provisions that aren't
wor ki ng and i nhi biting service.

5:00: 11 PM

REPRESENTATI VE CI SSNA expressed concern that there my be
i ndividuals who want to relate concerns to CRP because there
could be a conflict of interest when OCS is the responder to
guestions of OCS s service. Furthernore, the Onbudsman's O fice
is very understaffed. Therefore, she asked whet her anything has
been worked out with the Orbudsman's O fi ce.

MR. VAN WALLI NGA expl ained that nost often the calls cone after
going through the process with OCS. The first thing that he
said he relates is that CRP can't handle individual cases and
they are directed to the Orbudsman's O fi ce. However, going to
the Orbudsman's Ofice is like going to OCS to those neking the
conpl ai nt. In nost of the cases CRP receives, it seens to be a
| ack of comunication at sone point.

5:03: 20 PM

VICE CHAIR SEATON related his understanding that the directive
of CRP is to determ ne where the systemis not worKking.

MR. VAN WALLI NGA agreed that is what CRP will be doing, although
he clarified that CRP won't do nuch with the Onbudsman's Ofice
because it isn't in CRPs area. He nentioned that he understood
the difficulties with the new system Online Resources for the
Chil dren of Al aska (ORCA).

5:05:22 PM

REPRESENTATI VE ClI SSNA rel ated her wunderstanding that since the
| egislature [this commttee] has oversight over OCS, it's

HOUSE HES COWM TTEE -19- February 16, 2006



reasonable to speak with the Onbudsman's Ofice regarding ways
to help with this.

VI CE CHAI R SEATON noted that the Orbudsman's O fice is under the
purview of the |egislature as well.

5:05: 44 PM
ADJ QURNVENT
There being no further business before the conmttee, the House

Heal t h, Education and Social Services Standing Committee neeting
was adj ourned at 5:05:52 PM
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