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1: 38: 01 PM

WLLIAM STREUR, COW SSI ONER, DEPARTMENT OF HEALTH AND
SOCI AL SERVI CES (DHSS), presented a Power Point presentation
titled "Departnment of Health and Social Services FY 2013
Budget Overvi ew. " He rel ayed t hat t hr oughout t he
subconm ttee process budget detail for the DHSS divisions
woul d be provided. He introduced departnent staff.

Comm ssi oner Streur poi nt ed to t he departnment's
organi zational chart on slide 2. Kinberly Poppe-Snmart was
the deputy comm ssioner for Medicaid and Health Care
Policy, which included Health Care Services, Al aska Pioneer
Honmes, Senior and Disabilities Services, and Behavioral
Health. Ree Sailors was the deputy conm ssioner for Famly,
Communi ty and | nt egr at ed Ser vi ces, whi ch i ncl uded
Children's Ser vi ces, Juveni |l e Justi ce, and Public
Assi stance. Additionally, there were a variety of boards
and wor kgroups that supported the departnent.

Comm ssioner Streur discussed the departnent's mssion to
pronote and protect the health and well-being of Al askans
(slide 3). The departnment was currently revisiting its
mssion to determne what needed to change and how DHSS
could be nore reflective. The departnent's core values
included collaboration and partnerships wth tribal
partners, t he provi der net wor k, and famlies;
accountability to the |egislature, governor, Al askans, and
recipients; respect of working relationships wth al

i ndi vi dual s; enpower ment of recipients to care for
t hensel ves, and; safety.

1:42: 39 PM

Comm ssioner Streur highlighted DHSS priorities that had
been defined to fit within the departnment's mssion (slide
4):

e Integrated Health and Wl | ness
e Health Care Access and Delivery
e Sustainable Long-Term Care Delivery System

« Safe and Responsible Fam lies and Communities
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Comm ssioner Streur discussed mmjor acconplishnments under
the category of Integrated Health and Wellness on slide 5.
The Adult Preventative Dental Care program had been
i npl enented five years earlier and had served 14,821 people
to date. The program continued to grow and had hel ped
inprove recipients' lifestyles by expanding the range of
foods they could eat and the jobs they had access to.

Co-Chair Thomas comented on dental care in the state's
prison system

Comm ssi oner Streur conti nued to di scuss DHSS
acconplishnents on slide 5. The distribution of HINL
pandem ¢ influenza vaccinations to providers had been very
effective and Al askans Taking on Childhood Obesity (ATCO
was a significant program He enphasized that the current
generation of youth was predicted to be the first group
that would not live as long as its parents had.

Co-Chair Thomas remarked that two dentists in Haines had
proposed adding a $0.05 tax on soft drinks to help wth
dental prograns and to fight obesity.

Representative Gara wondered whether DHSS was working with
the Departnent of Education and Early Devel opnent (DEED) to
hel p i ntroduce healthier options for school |unch nenus.

Comm ssioner Streur replied in the affirmative. The
departments were steering away from the single targeted
approach used in the past and were |ooking at nmultiple
itens together including, the kinds of neals that were
served in schools, recess, exercise, and nore.

Representative Gara wondered what the departnent was doing
to change the quality of foods served in the state's
school s.

Comm ssioner Streur responded that DHSS provided input to
the schools. The departnent had expressed concern that the
school systems plan to reduce salt by 40 percent in the
lunch prograns would take ten years; however, the process
took time and changes needed to be made gradually in order
to encourage students to continue to eat the food. He had
been frustrated with the slow process, but he understood
the reasoning behind it and would continue to work on
shortening the inplementation tine if possible.
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1:48: 31 PM

Representative Costello referenced the successful school
system in Sweden that provided children with 15 mnutes of
recess for every 45 mnutes of instruction. She wondered
whet her the departnent would conmuni cate recommendations to
DEED for fitness progranms in schools.

Comm ssioner Streur responded in the affirmative. A portion
of the obesity program focused on fitness in schools. He
stressed that the new participation was surprisingly
positive. He enphasized that beginning at an early age was
i nstrunent al in success; DHSS would be at Susi t na
El ementary in February to introduce the program

Representative Joule discussed the abundance of fish and
other l|ocal foods that had to undergo a regulatory process
through the United States Departnent of Agriculture. Wrk
was under way at t he Depar t ment of Envi r onnment al
Conservation to clear the way for use of |ocal foods, which
would also help to stinulate the econony in areas of
Al aska. Conmuni cation between the nultiple departnents
i nvol ved was inportant in order for progress to be nade.

Representative Neuman asked what influence DHSS had to
encourage other departnents to purchase |ocal products. He
poi nted out that produce purchased from out-of-state (for
the correctional system school s, and other) |acked
nutritional value; other items such as fish, mlk, and
cheese al so came from out-of -state.

Comm ssioner Streur replied that DHSS had little influence
on the matter. The departnment was able to provide input and
advi ce, but he bel i eved DHSS could i nprove its
communi cation with other departnents on the issue. The
departnent had significant expertise and was becom ng nore
involved in environnental areas such as mning; however, it
was not as involved in food.

1:53:19 PM

Comm ssioner Streur continued with health care access and
delivery acconplishnments (slide 6). He was optimstic about
past and present work conducted by the Medicaid Task Force.
He hoped to have four patient-centered nedical hone pil ot
prograns underway with the potential for nore depending on
their success. He pointed to the nedical hone concept
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national trends that indicated Al aska's Medicaid recipients
could benefit from the program An increasing anount of
funding available to governnments was spent on health care;
the overall cost of health care in the US. had set a new
record of over $3 trillion in the past year.

Comm ssioner Streur discussed the effective use of generic
and fornmula drugs and noted that the state had three
different schenes related to the issue (slide 6). There was
a very generous formulary in the state and DHSS worked well
with the provider system to ensure that the right drugs
were available to individuals at the appropriate tine. The
departnment was working to <change the decline in the
effective use of generic prescription drugs, given that it
woul d immediately help to reduce health care costs in the
state. The involvenent of physicians and other primary care
and specialty provi ders woul d hel p ensure t hat
effectiveness for efficiency would not be sacrificed. He
briefly addressed the Comunity First Choice program
available wunder the D vision of Senior and Disability
Ser vi ces.

Representati ve Doogan wondered what the phrase "effective
use of generic and fornmula drugs" neant in practice. He
asked how generic drugs were guaranteed to perform as wel
as nane brand drugs.

Comm ssioner Streur answered that DHSS was not responsible
for determning the effectiveness of generic drugs; the
deci sion was nmade by the Federal Drug Adm nistration (FDA).
The departnent did look at generic drugs to determ ne
whet her they were a suitable substitute. He explained that
the state's pharnmaci sts and physicians | ooked at situations
in which sone generic drugs contained fillers that did not
work well for some people. Prescriptions were normally
filled wwth a generic drug unless a provider instructed
that the prescription should be "dispensed as witten."

Representative Doogan felt that the answer was not
satisfactory. He referred to a personal experience in which
generic drugs prescribed by a physician had not been
successful. He wondered how the departnent ensured that
noney given to pharmacies to prescribe nedications resulted
in successful treatnent.

Comm ssioner Streur responded that the determi nation was
made by physicians and not the pharnacies; drugs used were
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approved by the FDA. He furthered that the sane drug did
not always work for different people. He recognized that
al t hough he had experienced success W th generic
prescriptions that others may not have the sanme experience.
The process was still a practice of nedicine and was not
conpletely refined. He expounded that it was up to the
physician and provider to ensure that an ineffective drug
was changed. He offered to arrange a neeting with the
departnent's pharmaci st to discuss the issue further

Represent ati ve Doogan | ooked forward to the neeting.

1: 59: 09 PM

Representative (Quttenberg was famliar wth problens
related to generic drugs. He had been told that fornularies
t hr oughout t he state had troubl e getting cust om
prescriptions covered by insurance. He asked whether the
conmmi ssioner was aware of the problem and if it had been
remedi ed.

Comm ssioner Streur responded in the affirmative. He had
managed a health plan in the past and the formularies had
been nore restrictive; it had been based on where the best
rebates, discounts, and demand for a particular drug.
Currently there were an increasing nunmber of unique
prescriptions and pharnacies would not stock them if they
only canme up once per nonth. He communi cated that new drugs
were slow to end up in fornularies because they were nore
expensive, on-patent, and generally 60 percent to 80
percent nore expensive than a generic or older drug;
because health plans did not want to pay for the nore
expensive prescriptions they did not put them on the
formul ary. Pharmacies were supposed to have suitable
substitutes, but frequently this did not happen. The
departnment was not involved in health insurance outside of
Medicaid and had a generous fornulary that had been
thoroughly vetted. The departnent had a pharnmacy and
t herapeutics committee that net on a regular basis to
review and update the forrmulary with new and uni que drugs
as needed.

Representative Gara asked whether the policy was to
prescribe a generic drug unless a physician specified a
name brand. He wunderstood that nanme brand prescriptions
were needed in sone cases and al so wanted the departnent to
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be able to save as nuch noney as was reasonable
Comm ssi oner Streur responded in the affirmative.

Representative Gara wondered whether there was a way to
nmoni t or when a name br and drug was prescri bed
i nappropriately. He discussed the influence that nmgjor
conpani es could have over physicians and their decision to
prescri be name brand nedi cati ons.

2:04: 05 PM

Comm ssioner Streur replied in the affirmative. The
departnment |ooked at prescribing patterns on a nonthly
basis. Additionally, there was a drug utilization review
conmittee that | ooked at outliers.

Representative Gara asked for clarification that the
outliers referenced were the physicians. Comm ssi oner
Streur responded in the affirmative.

Co-Chair Thomas referred past testinony of Dr. Doolittle
from the Alaska Psychiatric Institute who had Dbeen
concerned that generic psychiatric drugs were not
appropriate for patients due to the length of tinme they
took to be effective. He hoped DHSS woul d not use generic
drugs to treat psychiatric needs.

Comm ssioner Streur was aware of the concern related to
anti psychotic and psychotropic drugs. The topic had been
di scussed by the Medicaid Task Force. He relayed that nuch
of Dr. Doolittle's testinony had been correct, but nuch
better drugs were beginning to be available in the area due
to continued inprovenents.

Co-Chair Thomas believed that once a prescription was
working for a psychiatric patient it was inportant to not
change the nedication

2: 06: 22 PM

Comm ssioner Streur highlighted that there were nany people
involved in the sustainable long-term care delivery system
(slide 7). The nation's senior population had grown by 14
percent in the past 10 years; whereas, Alaska's senior
popul ati on had grown by 70 percent. The veteran and seni or
wait |ist continued to grow for the state's pioneer hones.
The state maintained status quo, but it my |ook at an

House Fi nance Committee 7 01/ 24/ 12 1:37 P. M



i mproved way to provide pioneer home care and ensure that
the resource was available to seniors. He conmunicated that
30,000 recipients had been served through senior and
disabilities services prograns and that the nunber would
continue to grow. He addressed partnering with Native
organi zations for nursing hone care. There was a new 18-bed
nursing hone facility in Kotzebue; efforts were also
underway in Bethel, None, and other |locations in the
future. He enphasized that success would not occur w thout
the partnerships with Native and tribal health providers.

Representative GQuttenberg had heard that in the past,
prescription drug costs increased for veterans when they
were admtted to the state's pioneer hones. He understood
that "pooling" was one of the best ways to decrease costs,
which was wutilized by both Native organizations and
pi oneers hones. He wondered whether it was possible to
create pools for seniors and state enployees to reduce
prescription costs.

Comm ssioner Streur deferred the question to the Departnent
of Administration. He added that an effort was underway;
there was a large population that included Medicaid,
retirees, wor kman' s conpensati on, and correctiona
facilities recipients. He explained that the nunber was
substantial and questioned the state's ability to |everage
its buyi ng power , capabilities, and services for
reci pi ents.

Representative Edgnon thanked DHSS for providing resources
to the assisted living facility in Dllingham He had been
rem nded at a recent |eadership sem nar that the chall enge
related to the Alaska's growing senior population would
continue to increase. He hoped the issues were prioritized
in the DHSS ten-year plan.

Co- Chair Thomas discussed that Haines had saved general
fund allocations to pay for an assisted living conplex. The
city was working on a 12 to 14 bed veterans hone that would
be located next to the assisted living facility. Saint
Vincent de Paul had been instrunmental in helping to
assenble the program Prior to the creation of the assisted
living facility people had to leave Haines to live at a
pi oneers hone in another |ocation.

2:12:18 PM
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Representative Joule pointed to private care facilities
that had been established to neet the growi ng need; he had
been surprised at the large nunber of available facilities
i n Anchor age.

Comm ssioner Streur addressed safe and responsible famlies
and communities (slide 8). The establishnment of systens to
ensure the safety and protection of the state's children
was critical. He discussed the continued support of the
Child Advocacy Centers and the inportance of t he
rel ationship between the centers and the Ofice of
Children's Services. He nentioned the Child Wl fare system
and Famly to Famly program A Families First Initiative
had been started with a core group of 46 famlies under the
D vision of Public Assistance to provide a "one-stop shop"
for avai l able services. He enphasized that public
assi stance was not helpful if a child did not have access
to food or health care. He was working to establish a
famlies-first focus wthin the departnent; he believed
that although the road forward would be challenging, it
woul d be nore effective and cost efficient in the future.
There were currently 133 children in out-of-state care and
the Bring the Kids Home program worked to enable them to
return safely to their communities. He expressed his hope
to be able to change the programto "Keep the Kids Hone."

Comm ssioner Streur continued to discuss additional safe
and responsible famlies and comunities prograns (slide
9). He discussed juvenile justice and the Al aska Native
Recidivism Commttee; there were a disproportionate nunber
of Native youths in the juvenile justice system conpared to
the overall population. The departnent worked to ensure
that there was a full array of behavioral health services
for juveniles within detention and treatnent facilities.

Comm ssioner Streur pointed to heating assistance grants on
slide 9. The departnment was working to catch up on the
grants due to a conputer system problem that had been
resolved; there had been zero individuals on the waiting
list for the past 45 days. During the 2010 to 2011 heati ng
season there had been over 14,500 people served, which
equated to $15 mllion in payouts; 5,816 households had
been approved for the ~current year, which total ed
approximately $6 million in grants. He enphasized that the
program provi ded significant assistance.
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2:17:39 PM

Representative Joule explained that a situation in Noatak
had been averted when community nenbers had taken snow
machines to pick up fuel for the comunity in tenperatures
of 40 to 50 degrees below zero. He was concerned that the
Low I ncone Honme Energy Assistance Program (LI HEAP) was cash
only; the program would have been no help if Noatak had
conpletely run out of fuel because there would have been no
fuel to purchase. He hoped a solution could be reached
through work with a tribe or organization in order to
assure people that the paynments were there.

Commi ssioner Streur noved on to hone and comrunity-based
senior disability services (slide 9). He shared that the
commttee would hear a significant anmount of information on
the programat a later tine.

Represent ati ve Doogan wondered about solutions for handling
kid-on-kid sexual assaul t. He thanked the division
directors for taking his concerns seriously the prior year
and | ooked forward to hearing their reports. Conm ssioner
Streur appreciated the remarks.

2:20: 59 PM

Comm ssioner Streur explained that Medicaid was the
departnent's greatest challenge (slide 10). A chart on the
slide illustrated that the current Medicaid costs were
approximately $1.5 billion and $5 billion in 2030
According to the Pew Research Center "booners started
turning 65 last year and every day for the next 18 years
about 10,000 per day nationally will hit that age." He
relayed that historically age had been associated wth
retirement and the Medicare rolls. He read a statenment from
an econom st:

At the consuner level it may squeeze out other
di scretionary spending. At the government |[evel

rising Medicaid and Medicare spending will inevitably
put pressure on other government spending priorities.
At the business level, could curtail investnent or
nore likely suppress wages. Medical paynments now
account for about 16 percent of total consuner
spending. Mre than food or clothing conbined, which
makes up about 11 percent, or housing, which makes up
about 15 percent. The rising costs of health care

House Fi nance Conmmittee 10 01/ 24/ 12 1:37 P. M



nmeans it wll consume and even bigger share of the
worl d's | argest econony as the popul ati on ages.

Comm ssioner Streur noted that nedical paynents had
increased and currently accounted for 18 percent of
consuner spending. He stressed that finding a solution to
improve quality and access while reducing Medicaid costs
was a challenge and could involve risk. He explained that
the departnment would work to "bend the curve" or slow down
the inflation rate, but costs would not be reduced.

Representative QGuttenberg was troubled by the chart that
depicted the rising costs of Mdicaid (slide 10). He
wondered whether the projected nunber of participants in
t he program would show the sane curve upwards and cost per
partici pant.

Comm ssioner Streur replied that the Medicaid chart showed
the sanme popul ation. There was a snall anount  of
increnental growth built into the chart; for exanple,
Medi cai d expansion was due to occur through the Affordable
Care Act on January 1, 2014 when an additional 30,000 to
35,000 individuals would becone eligible for Medicaid.
Medi caid coverage for individuals would nove from 100
percent of poverty level to 138 percent of poverty |evel
currently the coverage reached a limted nunber of people
and included very few nmales and non-famly households. He
projected that Alaska's Medicaid costs would grow upwards
of 30 percent.

Representative Quttenberg asked for verification that the
chart showed the same nunber of participants in each age
group and that the cost of delivery was ever increasing
Comm ssioner Streur answered in the affirmative.

Representative Guttenberg thought it would be helpful to
determ ne how to deliver the sane high-level of care at an
affordable rate. He hoped to hear about positive neasures
taken related to the issue. Comm ssioner Streur agreed.

2:26:10 PM

Represent ati ve Doogan wondered whet her DHSS had experienced
cost-shifting from the federal governnent to the state. He
pointed to the start of a cost-shifting trend that had
i npact ed ot her agenci es.
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Comm ssioner Streur responded that cost-shifting had not
been very prevalent in Al aska. The mpjority of shifts had
been in funding fornularies and had been subtle. He
expressed concern that the federal governnent would pay for
the cost of <care for additional patients wunder the
expansion of Medicaid, but not for the developnent of
infrastructure (e.g. staff, conputer systens, etc.) that
would be required with the 30 percent growmh. The state
woul d be largely responsible for at |east 50 percent of the
cost. The federal governnent would pay for 100 percent the
cost of <care through 2016, 95 percent in 2017, and 90
percent in 2019.

Comm ssioner Streur focused on strategies that dealt wth
department challenges (slide 11). He believed in the
integration of services and that all participants needed to
be involved in the developnent of solutions. He stressed
the inportance of maximzing resources for effective
service delivery. The third strategy involved the pronotion
of rural infrastructure devel opnent and standardi zation of
regional structure. Care delivered in a rural conmunity was
approximately half the cost of transporting a patient to an
urban | ocation. He enphasized that all partners including
tribal organizations, physicians, nurses, and other needed
to be involved in a full continuum of care from the "wonb
to tonmb."

Comm ssioner Streur continued to |ist strategies for
departnment challenges (slide 11). Fourth, DHSS needed to
pronote accountability at all levels of the organization

including work wth recipients of services, pharnacies,
providers, legislators, and other. The fifth strategy ained
at leveraging technology in strategic ways to acconplish
the departnent's goals. There were federal f undi ng
opportunities that offered technology opportunities for the
state; the departnment continued to develop the Medicaid
Managenent Information System Additionally, he hoped to
establish a nmaster «client index that would allow the
departnment to provide enhanced coordinated care to its
reci pi ents.

Comm ssioner Streur continued to discuss strategies for
challenges faced by the departnent (slide 12). He
communi cated that the pronotion and response to overal

health and wellness of Al askans continued to evolve. The
budget included itenms for the Kenaitze Indian Tribe in
Kenai and the Copper River Native Association to devel op
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resources in their comunities; the itenms represented
opportunities, given that the federal governnent would pay
for 20 years of approximately 100 health care providers for
the Kenai tribe and 60 health care providers in Copper
Center. He explained that the state was responsible for
payi ng for the each building. He added that there needed to
be a focus on prevention as well. OQher strategies included
system devel opnent i nprovenents acr oss t he boar d,
partnerships with all groups involved related to ideas and
solutions noving forward, and recruitnment and retention of
qualified enployees, which had been the departnent's
bi ggest chal | enge.

2:32: 05 PM

Comm ssioner Streur relayed that the departnent needed to
continue to address key performance indicators given that
its report card was not very good (slides 13 and 14). The
departnment was focused on reducing itenms such as suicide,
tubercul osis, and overweight and obesity problens. The
departnment was working to fight the preval ence of teenage
tobacco use that was on the rise. He nentioned the DHSS
vacci nati on program

Representative Gara discussed that the federal health care
| egi slation had a provision that enabled parents to include
their children on their health insurance until the age of
26; Al aska had been the only state to opt out of the
provision that had also extended the program to retired
state enployees. He pointed to the departnent's goal to
provide insurance to at |east 95 percent of children and
wondered whether the departnent would support belatedly
joining the programif it was possible.

Comm ssioner Streur responded that the current coverage
allowed for by the departnent's indicator included children
from the age of zero through 18. He relayed that the
decision to support or oppose the federal health program
fell under the purview of the Departnent of Adm nistration.

2:36: 00 PM

Representative CGuttenberg asked whet her Conm ssioner Streur
was aware that there was no child-only insurance avail abl e.
Comm ssioner Streur replied in the negative. Representative
Guttenberg would follow up on the question at a later tine.
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Conmi ssioner Streur comunicated that continuous health
i nsurance coverage was an issue (slide 14). He pointed to
the Denali KidCare expansion scheduled to occur in the
upcom ng year; enrollnment had increased and another bonus
had been received due to performance in the area. He
believed that state and federal efforts towards Medicaid
expansion would provide coverage for nore individuals. He
di scussed that the vaccination program had suffered in the
past year when the federal governnent had reduced funding.
The FY 13 budget included an increnent of $700,000 that
would inplenent parts of the vaccination program He
believed the Senate had introduced a bill that would fully
fund the program he noted it would be noney well spent.

2:38: 08 PM

Co- Chair Thomas wondered what would happen to federally
funded state prograns if the federal governnent nade
funding conmtnents that it retracted at a later date. He
referred to earlier testinony about the 20 year conmmtnent
the federal governnment had nade to the Kenaitze |Indian
Tri be and Copper River Native Association. He nmade a remark
about the belief that funds should be backfilled for every
American Recovery and Reinvestnment Act (ARRA) program the
state had spent noney on. He asked the departnent to follow
up on the questions |ater.

Comm ssioner Streur shared that the target to reduce the
rate of al cohol -induced deaths had not been net (slide 15).
Al cohol continued to be the single greatest epidemic in the
state; there was a direct or notably indirect correlation
bet ween al cohol and nmany of the current social issues.

2:39:45 PM

Representative Joule questioned why nore recent data than
2002 and 2003 had not been used in relation to Fetal
Al cohol Spectrum Di sorder (FASD) statistics (slide 14).

Comm ssioner Streur replied that it frequently took seven
to ten years to obtain reliable data on the preval ence of
FASD. He expressed concern that the trend may not have been
reversed and that efforts to fight the issue needed to be
doubled; nore and nore children had been diagnosed in
Al aska.
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Conmi ssioner Streur touched on efforts to address substance
abuse in Alaska (slide 15) and to reduce the rate of
uni nsured Al askans (slide 16). He believed the 1licensed
health care provider objective needed to be broadened
because nuch of the focus had been on physicians; there
were many ot her providers who were able to fill the gaps in
care.

2:42: 19 PM

Representative Neuman asked whether there had been a
notable change in health care providers, given the
increased funding dedicated to the area. He wondered
whet her study targets had been net.

Comm ssioner Streur believed that it had inproved, but the
information was |argely anecdotal. He would neet w th W\M
[ WAshi ngt on, Wom ng, Al aska, Mont ana, | daho  Medi cal
program and others to obtain nore information.

Co-Chair Stoltze noted the aging of Al askan physicians and
asked whet her there were concerns W th t he age

denogr aphi cs. Comm ssi oner Streur responded in t he
affirmative. There was a significant aging of the
psychi atri st and primary-care and internal medi ci ne

physi ci an popul ati on.

2:44: 32 PM

Comm ssioner Streur discussed the target to reduce the
medi cation error rate in pioneer hones had been successfu

(slide 17). There had been significant progress nade in
pi oneer hone facilities. Substantial progress had al so been
made towards the reduction in the nunber of falls that
resulted in major injury; DHSS continued to pursue the 0
percent target rate.

Vi ce-chair Fairclough pointed to a Canadi an study that had
provi ded increased dosages of vitamn D to assisted |iving
residents to inprove bone health and decrease injuries from
falls; the program had led to a nandated dosage of vitamn
D for long-term care residents. She wondered whether the
state was considering a simlar program

Comm ssioner Streur replied that there had been continued

di scussion on the issue between the Division of Public
Heal th director and Representative Paul Seaton.
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2:46: 32 PM

Comm ssi oner Streur conmunicated that the target to reduce
incidents of donestic violence had not been net, but
efforts to decrease the rate of <child abuse had been
successful (slide 18).

Representative Gara queried what the departnment could do to
reduce the rate of child abuse and neglect. Comm ssioner
Streur enphasized that DHSS needed to continue to work with
famlies, to intervene wth famlies wearlier, and to
identify potential for abuse.

Representative Gara queried whether DHSS had a funding
increnent to prioritize substance abuse treatnent to aid in
the reduction of child abuse. Comm ssioner Streur did not
know whether DHSS had additional increments, but it was
constantly evaluating existing increnents given that a
significant anmount of noney was spent on treatnent for a
limted nunber of people. The departnent needed to continue
to evaluate whether the treatnent was as effective as
possi bl e and whet her recipients needed to be prioritized.

Representative Joule observed that the overview included
approximately 16 targets that had not been net. He believed
the responsibility of fixing people had fallen to the
government and wondered whether individuals needed to
accept nore personal responsibility in order for a shift to
take place. He recognized the challenges and believed a
change in the way busi ness was done was necessary.

2:50: 44 PM

Vice-chair Fairclough clarified that the conmttee was
di scussing a key performance indicator that showed the rate
of donestic violence was up 25 percent over the previous
year and 10,657 incidents had been reported (slide 18). She
informed the conmttee that several pilot prevention
prograns were in their second year related to donestic
vi ol ence; as pilot progranms were established in communities
it was anticipated that the incident rates would rise. She
believed that while the increase was awful, there was also
an indication of an opportunity to heal. She guessed that
there would be five years of increase before prevention
tactics started to beconme evident. She hoped that an
increase would be seen in pilot conmmunities such as
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Di | lingham and Bethel, but that only slight increases would
be observed in other comunities. She added that currently
peopl e may be reporting nore often than in the past.

Representative Neuman enphasized that approximately 22
percent of child abuse cases were reported. He believed
the nunmber could be nultiplied three or four tines and
included 30,000 to 40,000 Alaskans. He stressed that the
reporting rate needed to be inproved.

Represent ati ve Doogan asked for detail on what conprised an
al cohol induced death (slide 15).

Comm ssi oner Streur explained that an al cohol induced death
related to various itens i ncl udi ng, not or vehicl e
accidents, accidental shootings, snow nobile accidents, and
many others; the term included situations in which alcoho
was the cause or a contributing factor of a death.

2:54: 26 PM

Co-Chair Stoltze referred to the Karluk Mnor in Anchorage
and wondered whether the state would be inplicated in an
al cohol induced death if it occurred at the facility.
Comm ssi oner Streur responded in the affirmative.

Co-Chair Thomas renarked that sone recent cases had
i nvol ved diabetics who drank too nuch and went into a
di abeti c coma

2:55:28 PM

NANCY ROLFZEN, ASSI STANT COWM SSI ONER, FI NANCE MANAGEMENT
SERVI CES, DEPARTMENT OF HEALTH AND SOCI AL SERVI CES, offered
to provide a witten summary on FY 12 budget wupdates
(slides 19 and 20) in the next several days.

LAURA BAKER, DEPUTY DIRECTOR, FINANCE AND MANAGEMENT
SERVI CES, DEPARTMENT OF HEALTH AND SOCI AL  SERVI CES,
directed attention to a chart showing a ten-year operating
budget expenditure conparison by various categories
i ncl udi ng, formul a, grants, program servi ces,
adm nistration, and facilities (slide 21). The total budget
had i ncreased from $1.5 billion in FY 03 to $2.6 billion in
FY 13. The actual percentage in the categories had stayed
fairly steady, with the exception of the fornmula that had
increased due to national trends and the expanding senior
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popul ation. The pie chart on slide 22 represented the total
FY 13 funds and illustrated that forrmula prograns made up
the magjority of the budget at 72 percent. Sone of the other
segnents had gone down slightly, but renmined relatively
consistent wth past years. She added as fornula prograns
and Medicaid increased other prograns began to shrink.
Slide 23 showed the FY 13 operating budget general fund
request, which was consistent with the prior slide.

Co-Chair Stoltze surmsed that the only way to contain DHSS
budget costs was to restrain entitlenent fornula increases.
He wondered whether there was any other way to curtail the
budget's rate of grow h.

Comm ssioner Streur believed there were several ways to
address the problemincluding, reducing eligibility.

Co-Chair Stoltze clarified that reducing eligibility would
involve a change to the entitlenment formula. Conmm ssioner
Streur agreed. Oher ways to slow the rate of growh
included a reduction of services or reduction of paynment
for services.

Co-Chair Stoltze noted that all of the solutions |isted
involved restructuring of the existing entitlenent. He
asked whether all other neasures would be dealt with as
pol i cy neasures.

Comm ssioner Streur responded that a reduction in services
involved nmaking certain the continued services were
appropriate for individuals. He elaborated that the
reduction would involve nore gatekeeping or sone form of
managed care. He believed that the patient centered nedical
home was a gentle form of nmanaged care; patients were
managed and cared for by a primary care provider. He added
that there were substantial savings wthout changing the
formul ary.

Co-Chair Stoltze did not believe many formulas would be
decr eased.

2:59: 32 PM

Vi ce-chair Fairclough discussed grants that al I oned
vol unteer hospices and other to divert people from
accessing Medicaid services. She elaborated that vol unteer
hospi ces would not have to provide funds to the Medicaid
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system if they were given a grant. Currently under sone
grants people were required to be Medicare providers and to

bill for services in order to qualify. Volunteer hospices
chose not to bill and to focus on their primary mssion to
be with people who may be facing devastating illness. She

thought it was interesting that there were grants that only
allowed Medicaid service billers to qualify because it
increased the state's responsibility for Medicaid costs.
She stressed that there were ways to help people remain in
their hones w thout asking for matching Medi cai d.

Ms. Baker pointed to a bar graph that showed how formla
and non-fornula prograns had progressed over a ten-year
period (slide 24). Fornmula prograns had been steady between
FY 08 through FY 10 and had been influenced by public
assi stance back to work progranms. Currently and into the
future there was a trend of fund source issues and an
increased nunber of public assistance caseloads. She
mentioned anomalies in Medicaid and the growh factor.
Slide 25 showed that Medicaid represented 80 percent of the
total DHSS fornmula progranms; public assistance nade up 18
percent and children's services (foster care and subsidized
adoption programnms) represented 2 percent.

Comm ssioner Streur added that in 2014 Medicaid would
increase substantially due to an additional 30, 000
recipients. The effect was unknown because DHSS did not
know how many people in the 100 percent to 138 percent of
poverty level were currently on grant prograns or receivVing
health care services from other areas that would becone
Medi cai d eligible and drive t he per cent age up
significantly.

3:03: 54 PM

Co-Chair Thomas referenced a recent national sem nar where
ot her states had discussed | owering budgets by |owering the
poverty level in their prograns.

Representative Gara discussed a bar chart that showed a 77
percent spending increase over a ten-year period (slide 24)
year over year. He believed the increase was primarily due
to inflation and popul ati on grow h.

Comm ssioner Streur responded in the negative. He explained

that on a per enrollee basis the cost was going up
substantially. The average annual Medicaid expenditure two
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years earlier had been $9,300 per person (the annual
benefit for a famly of four had been $37,200); whereas,
statewi de the average conmercial insurance cost was $5, 300
per person. The nunmber continued to clinb annually and was
significant on a per basis adjusted for population and
i nflation.

Representative Gara wondered why Alaska's nedical costs
were so expensive and continued to rise.

Comm ssioner Streur replied that the Health Care Conmi ssion
had been | ooking at reasons for the cost of health care in
Alaska for the prior six nonths and had been highly
controversial. He did not believe there had been any
conclusions on why costs in Al aska were higher; the issue
needed continued discussion and devel opnment. He opined that
providers needed to be included in discussions because
state governnent would not able to enforce sol utions.

3:07:11 PM

Ms. Baker pointed to slide 26, which conpared the FY 13
proposed budget with Fy 12. The  budget i ncl uded

approximately $1.3 billion in general funds (unrestricted
and designated), $1.2 billion in federal funds, and $101
mllion in other funds. Slide 27 showed priority areas for

the FY 13 budget. The general fund increment for the year
was $65, 208, 400; of the total amount the Medicaid program
growh was $46 mllion. The non-Medicaid priorities
included $4 mllion for integrated health and well ness,
$265,000 for health care access and delivery, $1,042,000
for sustainable long-term care delivery, and $13,852, 800
for safe and responsible famlies and comuniti es.

Ms. Baker pointed out that Medicaid growh would be
included in various areas (shown at the top of slide 28).
She highlighted various areas of growth (the |ist was not
all inclusive):

e Integrated health and wellness Medicaid growth totaled
$53.3 nmillion

e Miintaining local control of essential public health
services by stabilizing funding to public health
nursing grantees totaled $1.1 mllion

e |mmunization for children and seniors totaled $700, 000
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e Substance abuse treatnment for un-resourced individuals
t ot al ed $450, 000

e Famly Wellness Warriors Initiative, multidisciplinary
rural conmmunity pilot project and trauma infornmed
training as parts of the Governor’s focus on donestic
violence totaled $1.8 million

e Behavioral health foll owup survey total ed $75, 000

* Disability justice focus group recommendation for pre-
devel opnent for sleep off alternatives in targeted
comunities total ed $100, 000

e Tele-health strategic capacity expansion totaled
$100,000 and would allow a provider network for a
denonstration project related to home-based treat nent

3:10: 43 PM

Represent ati ve Doogan wondered what had caused the increase
in Medicaid in FY 13 (slide 28). M. Baker would follow up
on the question later in the presentation.

Ms. Baker highlighted health care access and delivery itens
on slide 29:

e Increased support for the Supporting Health-care
Access through Loan Repaynent (SHARP) program

e Continuation funding for the Conprehensive Integrated
Mental Health Pl an

Ms. Baker addressed the sustainable long-term care delivery
system on slide 30:

e Rate setting and acuity neasurenent home health rate
setting totaled $640,000 and applied to behavioral
health outpatient rate setting, home and comunity
based services, and tribal, dental, and behavioral
heal th settl enment cal cul ations

» Medicaid growmh
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 Adult protective services and provider qual ity
assurance split between long-term care and vul nerable
Al askans. Funding would al so hel p DHSS conply with the
centers for Medi cai d and Medi car e services
requi renents and safety

Ms. Baker directed attention to slide 31 related to safe
and responsible famlies and communities:

 Additional funds for juvenile justice added two
positions in each location to increase safety and to
cover grave shifts at MLaughlin and Johnson Youth
Centers

e Increasing Adult Public Assistance funding due a 4
percent increase in recipients and an anticipated
annual enrollnment growth of 5 percent

* Medicaid growth

e Support for school based suicide prevention in the
amount of $450, 000; grants would be provided to school
districts to inplenment evidence and research training
i ntervention

e« Bring the Kids Hone efforts and Keeping Kids here
included funding from a variety of areas within the
Behavi oral Health Division

Ms. Baker discussed Medicaid services beneficiaries and
expenditures on slide 32. Medicaid contingency |anguage
addressed that the replacenent of the enhanced Federal
Medi caid Assistance Program (FMAP) rate and the state's
match rate would be dependent on federal action. The
programis overall growth increnent was 6 to 7 percent and
state spending increases would be approximately 8 percent.
She highlighted the behavioral health Medicaid expected
growth increases in the amount of $27.6 nmillion or a 13.6
percent cost from FY 12; both enrollnment and utilization
contributed to the increase.

3:15: 04 PM

Ms. Baker continued with slide 32. There was a projected
growh of 17.2 percent in adult preventative dental. The
health care services growmh was $53.3 nmllion or 5.9
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percent due to enrollment growh in utilization and rate
i ncreases.

Representative Neuman asked what caused the dip and
increase in beneficiaries and expenditures on slide 32.

Comm ssioner Streur explained that the increases and
decreases were largely related to the econony. The
departnent's nunbers had followed the recession by a couple
of years and had been increasing. The average nunber of
beneficiaries was increasing substantially and the nunber

of peopl e renmining in the system had gone up
significantly; the average nonthly enroll nment had increased
20 percent over tw years and overall enrollnent had

i ncreased by 13 percent.

Representative Neuman commented on the correlation between
the increases and the state's econony.

Representative Gara questioned the correlation between the
i ncreases and the econony because the state's unenpl oynent
figures had remained simlar to what they had been in past
years.

Comm ssioner Streur responded that the nunber was nore
closely related to the value of the enploynment rather than
enpl oynment in general; there could be nore residents wth
| oner paying jobs currently. A higher nunber of people were
becoming Medicaid eligible; he did not know whether the
increase was partially due to a loss of health care
coverage by enployed individuals. He noted that the reason
was probably sonething the departnent should | ook at.

Co-Chair Thomas thought it would be helpful to have a
nmeeti ng dedicated to the Medicaid discussion.

Ms. Baker relayed that the senior and disabilities services
Medicaid growh was $46 mllion, which represented a
projected growmh of 9 percent related to enrollnent,
utilization, and rate increase. Slide 33 showed how direct
service expenditures spread across each Medicaid program
and division for FY 11.

3:19:17 PM

Ms. Rolfzen discussed public assistance prograns on slides
34 through 36. The dips in 2007 and 2008 and increases in
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2009 through 2011 reflected on slide 32 were also present
on slides 34 through 36. The Al aska Tenporary Assistance
and Native Famly Assistance prograns served about 4,600
famlies in 2008 and 5,700 by 2011; the program had
experienced a 12.6 percent growmh between FY 10 and FY 11
(slide 34). The Adult Public Assistance program and Food
Stanp caseload cane close to equalization between |ower
earlier years and increases in FY 10 and FY 11. She noted
that the Food Stanp program had been renanmed to the
Suppl emrental Nutritional Assistance Program

Ms. Rolfzen pointed slide 37 related to the capital budget
requests:

e $10 mllion for phase 1 of the Bethel Youth Facility
expansi on.

e $4 mllion for phase 2 of the International
Classification of D sease for Version 10 (1CD 10)
mandat ed updat es

« $450,000 for the purchase of code blue energency
equi pnent

* $475,000 for equipnent grants to agencies for services
to Mental Health Trust beneficiaries

e $425,000 for the use of aging and disability centers
to guide individuals to nore appropriate care settings

 $750, 000 for housi ng nodi fi cations t hat al | ow
individuals with disabilities to remain in their homes

Represent ati ve Doogan asked for detail on the International
Classification of Disease Version 10 phase 2 updates (slide
37). Comm ssioner Streur explained that 1CD- 10 was the
international code book for billing health care services;
version 10 included a volum nous nunber of codes to allow
for accurate billing.

Representati ve Doogan wondered why the updates would cost
$900, 000. Conmi ssioner Streur responded that the request
included an upgrade to the appropriate conputer systens
statew de; 90 percent of the costs were federally funded.

House Fi nance Committee 24 01/ 24/ 12 1:37 P. M



Represent ati ve Doogan opined that the state was spending a
significant anount of noney on all of the itens the federa
gover nnment want ed.

3:23:29 PM

Ms. Baker nmoved to slide 38 related to the DHSS ten-year
operating budget plan. Funds for FY 13 totaled $2.6 billion
and total projected funds for FY 22 were $6.6 billion;
using the base-line only the budget would increase to
approximately $4 billion. She pointed to several factors
that were not currently known including, the full
inplication of the federal health care initiative, tighter
federal and state budgets, and broad econonm c problens
(e.g. financial markets, energy costs, nortgage defaults,
and nedical inflation). Oher operating budget factors
i ncl uded Medicaid population and nedical inflation, public
assistance inflation, and population growmh in age groups
in the 20 to 34 years and 65 years and above.

Ms. Baker concluded the presentation with the DHSS ten-year
capital project plan on slide 39:

* Juvenile Justice facilities multi-year plan (e.g. a
design and construction of an expansion in Fairbanks
and the Bethel Youth Facility phase 2)

e Public Assistance Eligibility Information System (in
FY 14, FY 17, and FY 19)

» Al aska Pioneer Hones and Juvenile Justice annual | ong-
term pl ans

Representative Neuman remarked that nost helpful way to
reduce the costs for DHSS was to create nore famly
sust ai ni ng j obs.

Co-Chair Stoltze was |ooking forward to the presentation on
the Alaska Mental Health Trust Authority. He discussed the
trust's responsibility to beneficiaries and opportunities
in natural gas developnent and mining that helped to fill
the gap of sone of the needs. He stressed the inportance of
provi ding resources for beneficiaries with Downs Syndrone,
autism and Fetal Al cohol Syndrone. He enphasized putting
Al askans to work.

3:28:46 PM
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Co- Chair Thonmas believed that people providing counseling
in his district were opposed to resource devel opnent | obs.
He asked the departnent to send out an explanation of the
acronyns on pages 19 and 20. He expressed that at the
current rate of growh was not sustainable and would create
a deficit.

Representati ve Doogan noted that he had studied the growth
rates in the budget for the past ten years. He rel ayed that
t he budget had grown 10 percent per year and that it was
currently double what it had been ten years earlier. He
recogni zed that the departnment was not responsible, but he
was concerned that "what goes up nust cone down." He
di scussed the inportance of keeping the budget down.

Co-Chair Thomas agreed. He noted that the various federa
funds the state was responsible for replacing were adding

up.

#
ADJ OURNVENT

The neeting was adjourned at 3:32 PM
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