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Alaska State Legislature

SPONSOR STATEMENT
House Bill No. 301

One-year Suspension of Medicaid Options List

The State of Alaska has two methods of controlling Medicaid spending:
e regulation of "amount, duration and scope"; and,
e turning on and off optional services through appropriation levels.

The Department of Health and Social Services (DHSS) has regulatory control over
"amount, duration and scope.” The Legislature controls funding of optional
services. HB 301 has been introduced to lessen the impact of recent short-funding of
the optional services list.

Medicaid provides medical coverage under two service lists: mandatory and
optional. Federal law requires DHSS to provide all eligible Alaskans mandatory
services. Congress allows states to provide, and will help pay for, services not on the
mandated list. These services are included in Alaska®s Medicaid plan through
amendment of AS 47.07.035, referred to as the "options list."

Traditionally,J gw optional services or providers are added to the statute through a
"last on, firstQm " rule. According to statute, when appropriation levels are
insufficient, tiiFbptional service/provider listed as #1 is the first to be turned off for
state/federal reimbursement. Some amendments to the options listhave not
occurred under the "last on, first off" rule, however. Few would dispute that our
current options list is poorly prioritized, both from a health care and fiscal
perspective.

The options listhas not been fully funded for several fiscal years. All optional
services are available to children, regardless of appropriation levels.
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By having to adhere to the prioritization contained in our statutory options list,
DHSS will testify that some preventive services will not be paid for under the
Medicaid program, thus shifting medical costs higher up the priority list, and
usually increasing costs to the state. HB 301 will allow DHSS the flexibility to re-
prioritize services and providers in a more cost-effective and appropriate manner.

The one-year time frame specified in this bill will be used by DHSS and the
Legislature to work together on building a better options list. The new listshould be
assembled using criteria for prioritization, rather than the "last on, firston" rule.
Additionally, the new list should contain consistent items. Our current statute
contains both services and providers. Consideration should be given to listing
diagnosis, as isdone on the Oregon options list

Finally, the attached letter of intent makes clear that the Medical Assistance
Division of DHSS will live within the appropriation level made in the FY96
operating budget.



Alaska State Legislature
LETTER OF INTENT, HB 301

Offered inHouse Finance Committee by Representative Hanley

Expenditures by the Department of Health and Social Services,
Division of Medical Assistance, must not exceed the FY96 appropriation level,
despite the suspension of the optional services list (AS 37.07.035). No
supplemental appropriation will be made to the division in FY96.
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Administrative Rules
ForOregaon
Medical Assistance Program

O regon Health Plan
A dministrative Rules

DepartmentofHuman Resources
OFFICE OF MEDICAL ASSISTANCE PROGRAMS

Salem, Oregon
January 1,1995



410-141-520  Prioritized List of Health Services

(1) The Prioritized List of Health Services is the Health Setvices Commission listing of physical health seivices
presented to the Oregon Legislative Assembly.

(2) By this reference the Prioritized List of Health Services includes the "expanded definitions" of Ancillary Services
and Preventive Services published at the end of the list.

(3) Certain Mental Health services are only covered for payment when provided by a Mental Health Organization
(MHO), Communit?; Mental Health Program (CMHP) or authorized Fully Capitated Health Plan (FCHP) for
clients residing in the designated 25% expanded mental health area. These codes are identified on their own
Mental Health (MH) section of the appropriate lines on the list.

(4) Chemical dependency services are covered for all OHP clients when provided by an FCHP or by a provider who

has a letter of approval from the Office of Alcohol and Drug Abuse Programs (ODAP) and approval to bill
Medicaid for CD services. These codes are identified on the Chemical Dependency (CD) section of line 181.

PHIORITIZED_LIST OF HEALTH SERVICES
January 1, 1995
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MEDICAID ELK3IBLES AS A
PERCENTAGE OF THE POPULATION

Fiscal Year FY 87 FY 88 FY 89 FY 90 FYO1 FY 92 FY 93 FY 94
Percent 8% 8% 9% 9% 10% 12% 13% 14%
Eligibles 41,559 44,872 46,090 49,839 57,251 69,286 78,418 83,920
State Pop 537,800 531,000 534,400 553,600 570,300 586,900 599,200 612,500

The chart above shows the percentage of population covered by Medicaid in Alaska for the last eight (8)
years. In 1987 the program provided coverage for 8% of the state's population. In 1994 the portion of the
population covered by Medicaid was 14%. Medicaid has more and more become the means for extending
coverage for health care to people who can't find coverage elsewhere.

There has been growth in the program due to increased costs, but a substantial part of the growth is due
to addition of new eligibility groups and new provider groups added by Congress. Congressional
emphasis for Medicaid coverage during the past decade has been on increasing services for pregnant
women and children to gain the obvious quality of life and financial advantages that preventive care offers
for these groups. Much of what began as optional coverage for children and pregnant women in now a
mandatory coverage by federal law.

Interestingly, while 14% of the population depends upon this health care financing program to pay for
medical care, the program represents about 8% of the State's total operating budget for FY 95.



FY94 Medicaid Eligibles,
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TOTAL

By Categories of Assistance

ELIGIBLES
4,888
616
32,148
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133
5,979
11,704
1,370
17,209
5,637
83,920

Recipients,

6%
1%
38%
5%
0%
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14%
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21%
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and Expenditures

RECIPIENTS
4,423
624
28,587
5,903
156
5,604
11,027
1,595
14,849
5,840
78,608
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0%
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EXPENDITURES
$35,053,816
7216461
41,137,654
20,012,994
7026616
58,492,399
22,323,148
9,942,089
35,617,684
6,288,219
$243,111,080

& Children receiving AFDC are the single largest group on Medicaid, accounting for over 35 percent of
all Medicaid eligible individuals.

& Disabled adults are the group that accounts for the highest percentage of Medicaid spending,
accounting for over 20 percent of all Medicaid spending.

& Five categories--the aged, disabled children, pregnant women, people in institutions, disabled adults,
and children in court-ordered state custody-account for a higher percentage of Medicaid spending
than they do Medicaid eIigibIes.
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FY94 Medicaid Expenditures by Category of Service

Transportation

Other Services' 4%
11% Hospitals
30%
Pharmacy \ .
6% o
Physicians'
18%
Mental Health Nursing Homes
Clinics ' 19%
Inpatient 0
% Psychiatic*

5%

< Thirty percent of Medicaid payments go to hospitals.
<+ Nursing homes receive 19 percent of Medicaid payments.

& Physicians receive 18 percent of all Medicaid payments.

& Includes IHS o
* Includes 53.7 million General Match funds for APH and Harborview in DMHDD budget

*"Includes RSA's, Medicare Buy-In and TPL Recovery Contracts



FY94 Medicaid Expenditures by Categories of Services and Assistance

10,0000 _ o

NP MG IR i) R, RRAY OR
AGED CDISABLED* gAFDC CHILD B AFDC ADULT”

*INCLUDES BLIND "INCLUDES CARETAKER RELATIVES & PREGNANT WOMEN

« Nursing home expenditures on the aged uie the Iargie_st single service/assistance category of
Medicaid spending. Medicaid spent almost $30 million on nursing home services for the aged.

& AFDC recipients, both children and adults, account for the largest amounts of Medicaid spending on
hospitals, physician services, and dental care.

+ The disabled account for the most spending on mental health services, pharmacy sen/ices, and
intermediate care facilities for the mentally retarded.
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FY 94 MEDICAID
Expenditure Distribution by Eligibles

4%
23%
18% 19%
6%
3% 2%
[
<51.000 51.000- 55,000~ $11.600- >
35,000 $11,600 $30.000 330,000
H % Eligibles 0 % Expenditures
Eligibles % Eligibles Expenditure % Expend
14,307 17% $0 0%
41,218 49% $14,562,015 6%
19,524 23% $44,000,629 18%
4,997 6% $37,364,512 16%
2,487 3% $45,578,387 19%
1,387 2% $97,358,311 41%
83,920 100% $238,863,853 100%

Average Annual

Expenditure
Per Eligibles
$0

$353
$2,254
$7,477
$18,327

$70,193
$2,846



Medical Assistance
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TABLE OF MEDICAID PRIORITIES - AS 47.07.035

(Lowest to Highest)
Adult Services Only

Service

. Direct Entr/ Midwives

Clinical Social Workers
Psychologists

Chiropractic

Advanced Nurse Practitioners
Adult Dental

Emergency Hospital Services

. Speech, Hearing, & Language Disorders
. Optometrist Service & Eyeglasses

Occupational Therapy

. Mammography

Prosthetic Devices |
Medical Supplies & Equipment |
Targeted Case Management (S Abuse & MH)

. Rehabilitative Services (Sub Abuse & MH)

Clinic Services Includes Mental Health Clinics

. Physical Therapy

. Personal Care

. Prescribed Drugs

. Hospice Care

. Non-Institutional Long Term Care

(Includes Home & Community Based Waivers)

. Inpatient Psychiatric Services

Intermediate Care for the Mentally Retarded
Intermediate Care Services

. Medically Complex Children's Services (TEFRA & OBRA)

Individuals Under 21 Not Eligible for AFDC
. Skilled Nursing Services for Individuals Under 21
Aged, Blind and Disabled Individuals

Individuals ina Hospital, Skilled or Intermediate Care at 300% SSI Level

Individuals Under 21 Under supervision of the Department
Subsidized Adoptions

18. Includes Alaska Psychiatric Institute,
19. Includes Harborview Developmental Center.

26,28-31 Are Eligibility Groups. The cost shown are included in the above

optional services as well as the mandatory medicaid Services.
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FY96
Recipients
0

0

0
1,637
50
7,256
0
1,218
8,407
73
135

0
1,116
913
1,163
3,638
529
782
21,550
0

0

652
0

76
682
235
115

9
11,538
168
1,792
19

Gov

Total Funds
0

0

0

426,862
123,000
3,657,541
0

417678
464,826
25,453
18,580

0
1,210,642
1,878,960
11,123,316
10,198,159
303,035
3,387,727
16,657,259
0

0
13,629,800
10,224,760
10,672,760
40,758,842
4,246,711
380,243
541,277
132,013,571
8,355,634
12,315,146
42,100

04/10/95
Cumulative
3alance

0

0

0

426,862
549,862
4,207 403
4,207,403
4,625,081
5,089,907
5,115,360
5,133,940
5,133,940
6,344,582
8,223,542
19,346,858
29,545,017
29,848,052
33,235,779
49,893,038
49,893,038
49,893,038
63,522,838
73,747,598
84,420,358
125,179,200
129,425,911
129,806,154
130,347,431
262,361,002
270,716,636
283,031,782
283,073,882



April 21, 1995

Representative Mark Hanley
Alaska House of Representatives
State Capitol

Juneau, Alaska 99301-1182

Dear Representative Hanley:

| am w_ritinE‘ tos%ou on behalf of the Building Bridges Steering Committee
regardmt};, B 301 As you are aware, the Building Bridges group is an
organization of community mental health providers, consumers and fam|l¥
members who advocate for services and programs that meet the needs of the
mentally ill. Having review jd HB 301, we would like to share our thoughts and
preferréd solutions with you regarding the problems the bill addresses.

We understand and share your concerns re%ardmg, the need to contain the cost
of the state's medical assiStance program. Accordingly, we support the
movement of the state's program to a rmnaged care system which necessaril
balances the elements of desired service outcomes with cost containment. We
support a system of care that appropriately places emphasis on outpatient
services, which, are less costly and community based. At the same time, we
recognize that it will take time to plan and implement a full manaﬁed care
systém in this state, and that cost containment must be dealt with during the
interim, an issue HB 30L attempts to address.

We are also aware that Medicaid cost containment ut|I|2|ngf the optional services
priority list currently provided in statute could be extremely destructive to our .
existing community mental health programs. However, we do not helieve that it
would De in anyoné's hest interest for the Department of Health and Social
Services to have unlimited authority to develop an alternative method of

4050 lake Ot] Quite 202+ Anchorage, Alaska 99508-522
) A, riniaregs a2




pr|0r|t|zat|on without adequate opportunity for public participation. Therefore,
before any ch an%es in the existing priorities are made, we urge that public
part|C|pat|on in the process be provided for and offer our organization as a

participant.
Thank you for your consideration in this urgent matter.

Sincerely,
Copy: Karen Perdue
Commissioner, H&SS

Crenda Knapp , ,
Building Bridges Steering Committee Member



Members of the Building Bridges Compaign for Mental Health
Northern Region

Copper River Cental Heclm Center
Fairbcrks Community Mental Health Center
Family Centered Services of.Alaska
Four Rivers Counseling Cefrer
<NA Community Counseling Center
Maniilog Counseiirg Services
North Sope Borough Community Counseling Center
Norton Sound Community Mental Health Center
Railbeft Mental Health £ Addictions Program
Tcrana Chiefs Conference Counseling Center
Tok Area Mental Health Center
Yukon Flats Core Center
Yukon-<oyukuk Mentol Heolth £ Aico'rol Program
Yukon.-Tarona Community Mental Health £ Substcrce Abuse Programs

Statewide Advocacy Organizations

Aasko Aliance for Ye Mentally Il

Mental Health Association in Aoska

Merral Health Consumers of Aasko
Disoolity Low Center of Acska

Southcentral Region

A’eutiars cost Health Depai—rert
Acska Specialized Bduccnon £ Training Servces
A-chorcge Center ror Ferrules
3en-ei Community Services
3rs*oi 3ay Area r->eciY Corporo”on
Central Peninsula Courserg Servces
<cgck Sard 3orovgn Memal Heaitn Center
Lfe Quest
Seward Lfe Acton Council
South Penrsuto Community Mental Health Center
Southcermal Counseling Center
The ARC of Anchorage
Yukon Kuskokwim Heclth Corporation CMHC
Valdez Counseling Center

Southeast Region

COHO Mental Health Services. Ire.
Community Corrections
Gateway Center for Human Services
Island Counseling Servces
Juneau Aliance for Ye Mentally I
Jureau Community Mentol Health Center
Juneau YouY Services, Inc.

Lynn Carol Counseling G etter
Petersburg Mental HeclY Servces, Inc,
SEARCH-Behavoral Hearth Servces Division
Sound Atematives
Wrongell Mental Health Services, Inc,
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A laska State Legislature

F ease enter ,nto the record my testimony to the

. He 301
cornmittee on bill/subject

- e *ted Acril 21, tnm

Testimony tro, Carol Anne Chesitis, PC Boa 155, Anchor Point, AK
99556 Phone 235-6191
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