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Projected Disposition of Children's Health Insurance Federal Funding - FY99 thru FY04

FY 98 FY 99 FY 00 FY 01 FY 02 FY03 FY 04
C h ild ren 's H ealth  In su ra n c e  
F ed e ra l A llo tm en t 5 ,6 6 4 .9 1 1 ,3 2 9 .8 1 1 ,9 5 5 .6 1 1 ,2 4 9 .6 1 0 ,0 9 7 .6 8 ,4 6 8 .5 6 ,3 2 8 .8

P ro je c te d  C h ild ren 's H ealth  
In s u r a n c e  E x p en d itu re s  
(F ed e ra l F u n d s !

- 5 ,0 3 9 .1 6 ,3 7 0 .9 6 ,8 1 6 .9 7 ,2 9 4 .0 7 ,8 0 4 .6 8 ,3 5 1 .0

U nu sed  A llo tm en t - 6 ,2 9 0 .7 5 ,5 8 4 .7 4 ,4 3 2 .7 2 ,8 0 3 .6 6 6 3 .9 0.0

NOTES: A la sk a 's  F e d e ra l A llo tm en t u n d e r  th e  C h ild ren 's H ealth  In s u r a n c e  P ro g ram  is $ 5 ,6 6 4 .9  an n u a lly . 
T h e  u n u s e d  po rtion  o f  an  an n u a ! F e d e ra l A llo tm en t fo r  th e  Child H ealth  In su ra n c e  P rog ram  is 
c a r r ie d  o v e r  fo r  u p  to  th r e e  F isca l Y e a r s . T h e  f e d e r a l a llo tm en t sh ow n  in FY 99 r e f le c t s  a 
c a r r y o v e r  o f  1 0 0%  o f  th e  FY 98  a llo tm en t o f  5 ,6 6 4 .9 . F e d e ra l A llo tm en ts  fo r S u c c e e d in g  f is c a l 
y e a r s  (0 0  -  0 4 )  a r e  th e  sum  o f  th e  p re v io u s  f is c a l y e a r s  "U nu sed  A llo tm en t" (lin e  c) an d  th e  
F e d e r a l A llo tm en t in th a t  f isc a l y e a r . T h e  an n u a l r a t e s  o f  c h a n g e  a s s u m e d  in th is 
a n a ly s is  a r e  th e  s a m e  a s  th o s e  s t a t e d  in th e  Fiscal n o te s  a c c om p an y in g  HB 3 6 9  (7%  annua l 
g row th ) .
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T h e  H o no rab le  G ail Phillips 
S p eak e r o f  the H ouse 
A lask a  S tate  Legislature 
S ta te  C apito l 
Ju n eau , A K  99801-1182

D e a r S p eaker Phillips:

T h e  s ta te  o f  A laska has a unique o pp ortu n ity  to  expand  health  coverage fo r the ch ild ren  
and  p reg n an t w om en  o f  A laska’s w ork ing  fam ilies, and  to help  new  paren ts w ith  the 
sk ills  th ey  n eed  to raise healthy , happy  k ids w h o  are p rep ared  for a b right fu tu re . T od ay , 
I am  transm ittin g  a bill that seizes th a t o pportun ity . T his leg isla tion  is part o f  m y  S m art 
S ta rt fo r A laska 's C hildren  in itia tive -- g iv ing  k ids the chance for a healthy  s ta rt in life.

T h is  b ill takes advantage o f  a new  federal p ro g ram  to increase  incom e e lig ib ility  for 
M ed ica id  to include ch ildren  and p reg nan t w om en  w hose fam ily  incom es are below  2 00  
p e rcen t o f  the federal poverty  level. T he D ep artm en t o f  H ealth  and  Social Serv ices 
e stim ates  th is new  coverage will reach  11,600 ch ild ren  and 800 pregnan t w om en  w ho 
n eed , b u t cu rren tly  cannot afford  health  in su rance . T he  b ill also  au thorizes the 
d ep a rtm en t to estab lish  m ethods fo r case m anag em en t and  prem ium  cost-sharing  to m ake 
th is  new  program  as e ffic ien t and equ itab le  as possib le .

E sp e c ia lly  appealing  about th is p rogram  is th a t it w ill cost th e  state no new  genera l fu n d  
d o lla rs  b ecau se  o f  increased  federal fund ing  fo r  the sta te 's  M ed ica id  program . T his b ill 
p ro p o se s  to rea llocate  abou t $7 m illion  o f  g enera l funds no longer requ ired  to m atch  
fed era l M ed ica id  dollars as the sta te 's  share  fo r  expanded  ch ild ren 's  health  coverage.
T h a t $7 m illion  w ill in turn  leverage n early  $18  m illion  new  federal M edicaid  do llars. I 
can  th ink  o f  no better use than  ch ildren 's h ealth  for a portion  o f  our M edicaid  savings.

g o v e r n o r ' s  t r a n s m i t t a l  l e t t e r
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This bill also form ally establishes in law  the H ealthy  Fam ilies A laska program, w hich 
provides education and support services to  p regnan t w om en and the fam ilies o f  children 
under age five. This proven program  offers hom e visits designed to m eet die needs o f  
paren ts for inform ation, em otional support, stress m anagem ent, and assistance w ith other 
negative factors that underm ine parents' health  habits and the care o f  their children. 
Service providers work w ith fam ilies to ensure ch ildren receive m edical care, such as 
im m unizations, parents receive jo b  tra in ing  and substance abuse program s if  needed, and 
m others receive prenatal cars -  the "sm artest start" we can offer A laska's children.

Program s such as expanded health  care and  hom e visits for new  parents have been proven 
to he lp  reduce child abuse. The state o f  V erm ont, for instance, experienced significan t 
drops in child abuse and neglect after adopting  in itiatives sim ilar to this proposal.
B ecause child abuse and neglect m ake it m ore likely a child w ill resort to violence, health  
care and  hom e visitation program s that p reven t abuse and neglect are considered an 
effective, long-term  strategy fo r preven ting  fu ture crim e and the public and private costs 
associated  w ith it.

I can th ink o f  nothing m ore valuable for us to o ffer A laska's children and fam ilies than the 
opportun ity  for a physical and em otional healthy  start in life. This bill offers an excellent 
avenue for that effort and  deserves yo ur a tten tion  and prom pt action.

Sincerely ,



S E C T IO N A L  A N A L Y S IS  H B  369/SB 266

A n  A c t re la tin g  to  M ed ica id  co v e ra g e  fo r c e r ta in  eligible ch ild ren  an d  p re g n a n t  w o m en ; 
re la tin g  to p r im a ry  ca re  case  m a n a g e m e n t a n d  m an ag ed  ca re  services as o p tio n a l se rv ices 

a n d  to  p rem iu m s an d  cost s h a r in g  c o n tr ib u tio n s  u n d e r  M ed ica id ; es tab lish in g  th e  H e a lth y
F am ilie s  A lask a  p ro g ra m ; efd.

Section 1 Adds to the Medicaid Program as new optional coverage groups children under
age 19 and pregnant women with family incomes that do not exceed 200 percent 
o f the federal poverty level. These children are added to Medicaid under the new 
Child Health Insurance Program (CHIP) enacted by Congress in the Balanced 
Budget Act o f  1997.

Section 2 Allows the department to implement continuous eligibility for up to 12 months for
Medicaid eligible children under age 19.

Section 3 Adds targeted case management for pregnant women and children under age 5
(Healthy Families Alaska), and comprehensive pregnancy-related services as new 
optional services for the Medicaid Program.

Section 4 Allows the department to take advantage o f new provisions o f the Balanced
Budget Act o f  1997, that allows states to offer managed care services as a state 
option instead of through a Medicaid waiver. These options include Primary Care 
Case Management (PCCM) in which clients choose a primary care provider to 
receive all basic health care and who authorizes specialty care and other defined 
services, and contracts with managed care entities.

Section 5 Makes technical changes to AS 47.07.042(a) consistent with changes in Section 6.

Section 6 Grants the department the authority to require premiums or cost sharing for the
new groups o f pregnant women and children, added in section 1 o f  the bill, whose 
family income is between 150% and 200% of the federal poverty level.

Section 7 Amends the definition o f targeted case management related to Healthy Families
Alaska.

Section 8 Defines comprehensive pregnancy-related services to mean services in a greater
amount duration or scope than is available to other recipients, or services on the 
options list at AS 37.07.035 that may otherwise be unavailable to aduit recipients.

Section 9 Establishes a statutory basis for the Healthy Families Alaska program.

Section 10 Authorizes the department to adopt regulations necessary to implement this bill.

Section 11 Immediate effective date for section 10.

Section 12 Effective date o f July 1, 1998 for all sections o f the bill except 11 which is
effective immediately.

SECTIONAL ANALYSIS



CHILDREN’S HEALTH CARE: 
Why Choose Medicaid 

Instead o f a Separate Health Insurance Program?

U n d e r th e  S ta te  C h ild  H e a lth  In s u ra n c e  P ro g ra m  (S C H IP ) fed e ra l law , s ta te s  h av e  th e  o p tio n  to 
use th e ir  a llo tm e n t to  co v er u n in s u re d  c h ild re n  either th ro u g h  th e ir  M ed ica id  p ro g ra m  o r  
th ro u g h  a  ch ild  h ea lth  in su ra n c e  p ro g ra m , o r  a  co m b in a tio n  o f b o th .

•  If  a state chooses the Medicaid option, Medicaid rules apply and a state must offer the Medicaid 
benefit package. If  a state chooses a child health insurance program, it must offer a benefit 
package actuarially-equivalent to either the state’s employee health plan, the federal employee 
health plan, or the largest HMO in the state1.

For any state, the best option is dependent on many factors and the decision should be based on the 
following criteria:
• minimizing state general nrnd costs and maximizing the number o f  children covered,
• the cost and ease o f administrating the program, and
• providing a benefit package that is most appropriate for children.

The Cost and Number of Children Covered

U sing A la sk a ’s S C H IP  a llo tm e n t to  ex ten d  M ed ica id  coverage w ill s tre tc h  th e  S ta te ’s g e n e ra l 
fu nd s f u r th e r  a n d  co v er m an y  m o re  ch ild re n .

• Between 25 and 40 percent o f the SCHIP eligible children will be Alaska Native and by law must 
be included in any SCHIP plan. Under a Medicaid expansion for SCHIP, services provided to 
Alaska Native children by I.H.S. or tribal providers will be paid with 100 percent federal funds 
outside the State's SCHIP allotment. Under a separate insurance program, costs for Alaska Native 
children will come out o f the state allotment at a 72 percent federal maich. A Medicaid SCHIP 
expansion lakes advantage o f  the special funding for Alaska Natives.

• Based on preliminary information gathered by the Division o f Medical Assistance2, comparable 
private health plans appear to be more costly than the average cost for a Medicaid child. The 
division compared the per child cost for a Medicaid expansion, estimated at $1,908, to what the 
Medicaid benefit package would cost in the current private market. These preliminary estimates 
suggest that the comparable (Medicaid) package in the current private market would cost at least 
$400 more per year than the average cost for a Medicaid child.

• The Governor’s Smart Start proposal to invest $7.2 million in general funds will cover 11,600 
uninsured children and 800 pregnant women. Under a separate insurance program, only an 
estimated 6,600 to 8,000 children (and no pregnant women) would be covered with same general 
fund investment.

1 The HMO option is not cun-ently applicable since there are no HMOs licensed to sell health plans in Alaska.

2 The Division of Medical Assistance continues to seek information from insurers on private insurance options but to date, 
have not received any information that suggests that less costly options exist in Alaska’s private market.
Why Choose Medicaid? Page 1 02/02/98
Division of Medical Assistance, ADHSS
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The Cost and Ease of Administering the Program

E x ten d in g  M ed ica id , as  c o m p a re d  to  c re a tin g  a  ch ild  h e a lth  in su ra n c e  p ro g ra m , m in im izes new
a d m in is tra tiv e  a n d  cost m a n a g e m e n t fu nc tio n s.

• Implementation o f a new child health insurance program would require duplication o f  many 
administrative components which already exist in the Medicaid program. A further consideration is 
that start-up costs cannot be funded with SCHIP funds as administrative costs are limited to 10 
percent o f actual expenditures on children.

• As a condition o f receipt o f federal funds, each child who applies for SCHIP must be screened by 
the State for Medicaid eligibility. Therefore, eligibility determination in a child health insurance 
program is still linked to the M edicaid program.

• Most health care providers are already enrolled and familiar with the Medicaid program.

• Extending Medicaid to additional children can be readily implemented3.

An Appropriate Benefit Package fo r Children

3 A Medicaid expansion could be implemented within 2-3 months after passage of the enabling legislation. The federal 
child health initiative funding was available as o f  October 1, 1997.
Why Choose Medicaid?
Division o f  Medical A ss1,stance, ADHSS
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The M edicaid benefit package provides an ap p ro p ria te  benefit package for ch ildren  including 
preventive services such as well-child exams and im m unizations w hich are  not covered by most 
private insurance plans.

• The preventive health services offered under M edicaid m ake this approach a better fit in addressing 
issues >n A laska like our declining child im m unization levels.

•  The benefit package for either M edicaid or a child health insurance program  is stipulated in federal 
law, therefore, reducing services in the benefit package as an approach to lowering prem ium  costs 
is largely precluded.

Conclusion

Given the da ta  available to the A laska D epartm ent o f H ealth  and  Social Services a t this time, 
extending M edicaid to un insured  low-income children represents the best financial and least 
burdensom e approach  to providing health  coverage. The dep artm en t is continuing to seek 
additional inform ation and  cost estim ates by meeting w ith private  in surers and  health care 
providers and  securing the analysis and  consultation of national experts.

Why Choose Medicaid?
Division of Medical Assistance, ADHSS
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SMART START
F O R  A L A S K A ' S  C H I L D R E N

“CHILDREN’S HEALTH CARE INITIATIVE”

December 4, 1 9 9 7

SMART START FOR ALASKA'S CHILDREN -  "CHILDREN' S HEALTH CARE I N I T I A T I V E "



SMART START
F OR  A L A S K A ' S  CH I LDREN

Children’s Health Care Initiative
Initiative Goal and  Objectives

•  T he overall goal o f  the S m a r t S ta r t for A laska’s Children: C h i l d r e n ' s  H e a l t h  C a r e  I n i t i a t i v e  is to assure 
adequate health care coverage for all children and pregnant w om en.

• The objectives o f  the C h i l d r e n ’s  H e a l t h  C a r e  I n i t i a t i v e  include:

=> M ake  hea lth  c a re  coverage availab le to all ch i ld ren  and p reg n an t  women in A laska 
with a nnua l incomes below 200 percen t o f  F ede ra l Pove r ty  Level (FPL).

=> Identify a nd  w o rk  to e lim inate  b a r r ie r s  th a t  keep m ode ra te  income A laskan families 
from  pu rch a s in g  health in su rance  for th e i r  children.

=? Assure th a t  a ffo rdab le  child-only hea lth  plans a r e  availab le for A laskan families to 
purchase.

=> Ensu re  th a t  every p regn an t woman and  child has access to preventive health services 
like p ren a ta l  c a re  and immunizations.

Why Assure Coverage NOW ?

•  The recently enacted B alanced Budget A ct o f  1997 changed the am ount that the federal governm ent pays for 
A lask a’s M edicaid program from 50% to 59.8% . T his change m eans that the federal governm ent now  pays more 
o f  the costs o f  A laska’s M edicaid program. This change frees up State funds already com m itted to the State 
health care program for the poor (M edicaid) enabling a reinvestm ent to expand coverage for uninsured children  
and pregnant w om en.

•  A lso  in the B alanced B udget A ct, C ongress made available an additional S5.6  m illion to A laska for expending  
health coverage to children. A lthough som e State expenditure is required, for every State dollar spent, the federal 
governm ent pays nearly S3 on behalf o f  A lask a’s children.

•  T he State o f  A laska has slipped w ell behind most other states in assuring that low -incom e fam ilies have options 
for providing coverage for their children.

SMART START for Alaska’s Children: Children’s Health Care Initiative, 12-4-97
1



Number o f  U ninsured Children and P regnan t Women

•  A pproxim ately  23 ,5 0 0  A laskan children are w ithout basic health care coverage. O f those, about h a lf are in 
fam ilies w ith incom es below  2 0 0  percent o f  the Federal Poverty L evel (FPL ), or below  $33 ,340  for a fam ily  o f  
three.

•  A pproxim ately  800 pregnant w om en in fam ilies with incom es 200  percent o f  the FPL are w ithout basic health 
care coverage.

•  N ational data suggest that the percentage o f  uninsured children has grow n dram atically in recent years.

•  C ontributing sign ificantly  to the trend is the decline in em ployer financial support for health care coverage for 
their em p lo y ees’ dependents.

G r a p h  2.  U n in s  u r e d  A l a s  k a n C h i l d r e n  

A g e s  0 - 1 8 ,  b y  P o v e r t y  S t a t u s  
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How the Lack o f  H ealth Care Coverage Affects Children

•  C om pared to privately insured children, children w ithout health insurance are 6 tim es more likely to go  without 
needed m edical care, 5 tim es more likely to use the hospital em ergency room as a regular source o f  care, and 4 
tim es m ore likely to have necessary care.

• There are significant potential losses connected  to periods o f  uninsurance for children. A ccording to an article in 
the Journal o f  the Am erican M edical A ssociation , i f  a child d evelop s a chronic health problem w hile uninsured, it 
can a ffect that ch ild ’s health and w ell being for decades to com e.

SMART START for Alaska’s Children: Children’s Health Care Initiative, 12-4-97
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• Once an uninsured pregnant women is determined eligible, she is covered through her pregnancy and for two 
months following her delivery. An eligible uninsured child will retain their eligibility for six consecutive 
months.

Graph 4. Populations Served Under Current 
Medicaid Program and through Expansion
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How will Eligibility be D eterm ined and  how will Fam ilies H ear about the Program ?

• Applicants for the Children's Health Care Program will complete a simple application form which they can fill 
out and mail in to determine program eligibility. There will be multiple access points in local community 
agencies, doctor’s offices, and other convenient locations for families.

• The Children's Health Care Program will have an extensive information and outreach component.

What will be in the Benefit Package?

• The Children's Health Care Program will offer all of the basic health care services a child would need with a 
special emphasis on preventive services aimed at detecting health care concerns before they become problems.

What Costs will Fam ilies be Responsible f o r?

• Families will be required to contribute to the cost of their coverage to the extent they are able.

Will Fam ilies be Expected to Choose a Prim ary Care P rac titioner f o r  their Children?

• In areas of the state where Primary Care Practitioners (PCPs) are available, enrollees will be asked to choose a 
PCP.

Which Providers will Participate in the C hildren 's H ealth  Care P rogram  and  Which Rules Apply?

• Qualified providers will be encouraged to voluntarily enroll in the Children s Health Care Program. 
Additionally, program participants will choose a Primary Care Practitioner (PCP) when they enroll. The PCP

SM A R T  S T A R T  fo r A la sk a ’s C h ild re n : C h ild ren ’s Health Care Initiative, 12-4-97
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• Some scatesies to be considered include, but are not limited to:

0 creating a public or private purchasing cooperative and use the State’s clout in the marketplace to make 
available low-cost health plans, and give families the option of using the child’s permanent fund dividend to 
pay part of the premium has been considered by other states and

0 creating incentives in the private insurance marketplace for affordable child-only health plans.
More Inform ation?

• To leam more about the “Smart Start for Alaska’s Children ”, call Theresa Tanoury (in Juneau at 907-465-3030) 
or Diane DiSanto (in Anchorage at 907-269-7800) in the Commissioner’s Office, Alaska Department of Health 
and Social Services.

• To get a copy of the Children's Health Care Initiative Blueprint and/or to get on the mailing list to receive 
periodic updates, call Claudette Shales in the Alaska Division of Medical Assistance in Juneau (907-465-3355).

• A copy of the Children's Health Core Initiative Blueprint is also available at the DHSS Homepage as well as a 
separate website:

http://health.hss.state.ak.us
http://health.hss.state.ak.us/Blueptll.htm

SMART START for Alaska’s Children: Children’s Health Care Initiative, 12-4-97
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SMART START
F O R  A L A S K A ' S  CHI LDREN

C h i ld ren ’s Heal th C a re  Init iative

Initiative Goal and  Objectives

•  T he overall goal o f  the S m a rt S ta r t for A lask a’s Children: C h i l d r e n 's  H e a l t h  C a r e  I n i t i a t i v e  is to assure 
adequate health care coverage for all children and pregnant w om en.

•  The ob jectives o f  the C h i l d r e n ’s  H e a l t h  C a r e  I n i t i a t i v e  include:

=a> M ake  health ca re  coverage availab le to all ch i ld ren  and p regn an t women in A laska 
w ith annua l in.,'mes below 200 percen t o f  Fede ra l Poverty  Level (FPL).

=> Identify and  w o rk  to e l im ina te  b a r r ie r s  th a t  keep m odera te  income A laskan families 
from pu rchas ing health in su rance  for th e i r  children.

=7 Assure th a t a ffo rdab le  child-only hea lth  p lans a r e  availab le for A laskan families to 
purchase.

E nsu re  th a t every p regn an t woman and  child has access to preventive hea lth  services 
like p rena ta l  c a re  and  immunizations.

Why A ssure Coverage NOW?

•  The recently  enacted B alanced B udget A ct o f  1997 changed the amount that the federal governm ent pays for 
A lask a’s M edicaid program from 50% to 59.8% . T his change m eans that the federal governm ent now  pays more 
o f  the costs o f  A laska’s M edicaid program . T his change frees up State funds already com m itted to the State 
health care program for the poor (M edica id ) enabling a reinvestm ent to expand coverage for uninsured children  
and pregnant w om en.

•  A lso  in the Balanced Budget A ct, C ongress made available an additional S5.6 m illion to A laska for expending  
health coverage to children. A lthough so m e State expenditure is required, for every State dollar spent, the federal 
governm ent pays nearly S3 on behalf o f  A laska’s children.

•  The State o f  A laska has slipped w ell behind m ost other states in assuring that low -incom e fam ilies have options 
for providing coverage for their children.

SMART START for Alaska’s Children: Children’s Health Care Initiative, 12-4-97



Number o f Uninsured Children and Pregnant Women

• Approximately 23,500 Alaskan children are without basic health care coverage. O f those, about ha l f  are in 
tamiliDs with incomes below 200 percent o f  the Federal Poverty Level (FPL), or below $33,340 for a family o f  
three.

• Approximately 800 pregnant women in families with incomes 200 percent o f  the FPL are without basic health 
care coverage.

• National data suggest that the percentage o f  uninsured children has grown dramatically in recent years.

• Contributing significantly to the trend is the decline in employer Financial support for health care coverage for 
their employees' dependents.

G r a p h  2. U n in s u re d A las  k a n C h i l d r e n  
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How the Lack o f Health Care Coverage Affects Children

• Compared to privately insured children, children without health insurance are 6 times more likely to go without 
needed medical care, 5 times more likely to use the hospital emergency room as a regular source o f  care, and 4 
times more likely to have necessary care.

• There are significant potential losses connected to periods o f  uninsurance for children. According to an article in 
the Journal o f  the American Medical Association, if  a child develops a chronic health problem while uninsured, it 
can affect that child’s health and well being for decades to come.

SMART START for Alaska’s Children: Children's Health Care Initiative, 12-4-97



• Once an uninsured pregnant women is determined eligible, she is covered through her pregnancy and for two 
months following her delivery. An eligible uninsured child will retain their eligibility for six consecutive 
months.

Graph 4. Populations Served Under Current 
Medicaid Program and through Expansion

>>e

200 

150 -- 

100 -- 

50 -- ~rijS>rrr i
■ |;y/a.x

•SGrtflt

A g e  G r o u p  in Y e a r s

■ E x p a n s i o n  

□  C u rre n t

' i
How will Eligibility be Determ ined and  how will Fam ilies H ear about the Program ?

• Applicants for the C h i l d r e n ' s  H e a l t h  C a r e  P r o g r a m  will complete a simple application form which they can fill 
out and mail in to determine program eligibility. There will be multiple access points in local community 
agencies, doctor’s offices, and other convenient locations for families.

• The C h i l d r e n ' s  H e a l t h  C a r e  P r o g r a m  will have an extensive information and outreach component.

What will be in the Benefit Package?

• The C h i l d r e n ’s  H e a l t h  C a r e  P r o g r a m  will offer all of the basic health care services a child would need with a 
special emphasis on preventive services aimed at detecting health care concerns before they become problems.

What Costs will Fam ilies be Responsible f o r ?

• Families will be required to contribute to the cost of their coverage to the extent they are able.

Will Fam ilies be Expected to Choose a P rim ary  Care Practitioner f o r  their Children?

• In areas of the state where Primary Care Practitioners (PCPs) are available, enrollees will be asked to choose a 
PCP.

Which Providers will Participate in the C h ild ren’s  H ealth  Care P rogram  and  Which Rules Apply?

• Qualified providers will be encouraged to voluntarily enroll in the C h i ld r e n  s  H e a l t h  C a r e  P r o g r a m .  
Addit onally, program participants will choose a Primary Care Practitioner (PCP) when they enroll. The PCP

SMART START for Alaska’s Chi: Iren: Children’s Health Care Initiative, 12-4-97
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• Some stategies to be considered include, but are not limited to:

0 creating a public or private purchasing cooperative and use the State’s clout in the marketplace to make 
available low-cost health plans, and give families the option of using the child’s permanent fund dividend to 
pay part of the premium has been considered by other states and

0 creating incentives in the private insurance marketplace for affordable child-only health plans.
More Information?

• To learn more about the “Sm art S tart for Alaska’s Children ”, call Theresa Tanoury (in Juneau at 907-465-3030) 
or Diane DiSanto (in Anchorage at 907-269-7800) in the Commissioner’s Office, Alaska Department of Health 
and Social Services.

• To get a copy of the Children's Health Care Initiative Blueprint and/or to get on the mailing list to receive 
periodic updates, call Claudette Shales in the Alaska Division of Medical Assistance in Juneau (907-465-3355).

• A copy of the Children's Health Care Initiative Blueprint is also available at the DHSS Homepage as well as a 
separate website:

http://health.hss.state.ak.us 
http://health.hss.state.ak.us/Blueptl 1 .htm

SMART START for Alaska’* Children: Children’s Health Care Initiative, 12-4-97
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• 23,000 Alaskan children are without health insurance; HB 369 covers 
11,600 kids for less than $600 per child per year in state general 
funds.

• Expands M edicaid coverage for children with family incomes up to 
200%  o f the Federal Poverty Level (annual income o f $33,340 for a 
family o f three). This will allow the state to take advantage o f  new 
federal Child Health Insurance Program (CHIP) funding appropriated 
to states for health care coverage for uninsured children.

• A M edicaid CHIP expansion allows Alaska to maximize federal 
funding available for Alaskan Native children served by native health 
care facilities.

• A $7.2 million general fund investment yields an additional $18 
million federal funds for health care benefits.

• A dding 800 pregnant women to the Medicaid assures that A laska’s 
children receive a healthy start through early access to prenatal care.

• M edicaid benefit package is good for children because it includes 
well child services and immunizations. Comparable private insurance 
package costs more.

• Forty-one states exceed A laska’s coverage for pregnant women and 
children.

• H ealth coverage helps families become more self-sufficient.

Division o f Medical Assistance April 6, 1998



CHILD HEALTH INSURANCE PROGRAM  (CHIP)

W H O  IS ELIG IB LE: children under age 19, ineligible for Medicaid, not covered by health 
insurance, whose family income does not exceed 200% o f the federal poverty level, not an 
inmate in a public institution, or dependent o f a family member with benefits from public 
agency employment. Children with a pre-existing condition cannot be excluded; Alaskan 
Native children must be included. Any child applicant eligible tor Medicaid must be enrolled 
in Medicaid.

BEN EFITS: State option: provide health insurance, expand Medicaid, or a combination o f 
both.

Health Insurance coverage must be equivalent to one of the following plans: the standard 
Blue Cross PPO plan for federal employees, the state employee plan, or an HMO plan; or a 
different benefit package that includes basic services that has an aggregate actuarial 
equivalent to one of the latter specified plans.

Medicaid Coverage includes: the state has income and asset rules no more restrictive than 
those in place on June I. 1997, a state can choose to expand coverage immediately for 
children bom after October 1, 1983, and a state can allow 12 month continuous eligibility o f 
children.

FUNDING: S24 billion has been appropriated for 5 years o f the program; .Alaska’s allotment 
for Federal Fiscal Year 1998 is 55,664,899. Enhanced Federal Medical Assistance 
Percentage (FMAP) expenditures can be used for health insurance, outreach activities, and 
administradon. The FMAP for .Alaska is 71.86%.

Funds will remain available for three years as long as a state has an approved CHIP state plan 
in place; the Secretary will give unspent funds to other states who have spent their allotment. 
A plan must be approved by September 30. 1998 in order to retain the FFY 98 allotment; 
states are to submit plans by June I, 1998 in order to allow sufficient time for approval.

Administration o f the plan is limited to 10% of expenditures, and include outreach, data 
collection, performance measurement and the required annual assessment.

C H IP  STATE PLAN: include a description of children with health coverage, state efforts to 
provide health coverage, how the plan will coordinate with efforts to increase coverage of 
children with health insurance, methods o f delivery, utilization control, eligibility criteria, 
outreach activities, and methods o f  assuring appropriate care and access.

CO ST SHARING: for families below 150% o f the FPL, enrollment fee, premium or similar 
charge must be related to income, and deductible and cost sharing cannot exceed a “nominal 
amount. For families with higher income, cost sharing can be imposed on a sliding scale fee 
but may not exceed c% o f the family’s annual income. If  child health services are provided 
through Medicam, cost sharing is not allowed because o f Medicaid rules.



Summary
M eeting Between Knowles A dm inistration R epresentatives 

and Health Insurers 
R egarding the C hildren’s Health Insurance Program

February 13, 1998 
Anchorage

Statc/HCFA  Partic ipants: C o m m i s s i o n e r  K a r e n  P e r d u e ,  J e f f  B u s h ,  A l i s o n  E l g e e ,  B o b  
L a b b e ,  M a r i a n n e  B u r k e ,  N a n c y  C o r n w e l l .

Industry  Participants: M i k e  W ig g in s ,  N Y L C a r e ;  J e f f r e y  D a v i s ,  B l u e  C r o s s  B l u e  S h i e l d  
o f  A l a s k a ,  C l e o  0  'R o u r k e ,  ( G r e a t  W e s t )  O n e  H e a l t h  P l a n  o f  W a s h i n g t o n ,  I n c . ;  P a t r i c k  
C a r m o d y ,  M u t u a l  o f  O m a h a .

S tate C hildren’s H ealth Insurance Program  (S-CHEP): Legal G uidelines and 
Requirem ents. E l i z a b e t h  T r ia s ,  C H I P  C o o r d i n a t o r ,  R e g i o n  1 0 , H e a l t h  C a r e  F i n a n c i n g  
A d m i n i s t r a t i o n  e x p l a i n e d  t h e  f e d e r a l  r e q u i r e m e n t s  a n d  o p t i o n s  a v a i l a b l e  t o  t h e  S t a t e  o f  
A l a s k a .  B o b  L a b b e ,  D i r e c t o r ,  A l a s k a  D i v i s i o n  o f  M e d i c a l  A s s i s t a n c e  b r i e f l y  r e v i e w e d  t h e  
S t a t e ' s  c o s t  u n d e r  a  M e d i c a i d  C H I P  p r o g r a m .

T rends in Em ployer-Financed H ealth Coverage. N a n c y  C o r n w e l l ,  A l a s k a  D i v i s i o n  o f  
M e d i c a l  A s s i s t a n c e ,  b r i e f l y  r e v i e w e d  s o m e  n a t i o n a l  d a t a  w h i c h  s h o w  a  s i g n i f i c a n t  d e c l i n e  
i n  e m p l o y e r - f i n a n c e d  d e p e n d e n t  c o v e r a g e ,  p a r t i c u l a r l y  f o r  l o w - i n c o m e  w o r k e r s .  E a c h  o f  
t h e  i n s u r e r s  p r e s e n t  e x p l a i n e d  t h e i r  c o m p a n i e s  h a v e  e x p e r i e n c e d  a  s i g n i f i c a n t  d e c l i n e  i n  
t h e  f i n a n c i a l  c o n t r i b u t i o n s  m a d e  b y  e m p l o y e r s  f o r  d e p e n d e n t  c o v e r a g e .

G eneral Conclusions. T h e  f o l l o w i n g  g e n e r a l  c o n c l u s i o n s  w e r e  m a d e  r e l a t e d  t o  t h e  
f a m i l i e s  e x p e c t e d  t o  b e  c o v e r e d  u n d e r  t h e  G o v e r n o r ‘s  S m a r t  S t a r t  ( N I e d i c a i d )  c o v e r a g e  
e x p a n s i o n .

T h e s e  f a m i l i e s  a r e  p o o r  o r  v e r y  l o w  i n c o m e .  T h e y  l i v e  o n  t i g h t  b u d g e t s ,  a n d  h e a l t h  c a r e  
c o v e r a g e  i s  n o t  t h e i r  h i g h e s t  p r i o r i t y  u n l e s s  t h e y  h a v e  a  c h i l d  w i t h  h i g h  h e a l t h  c a r e  
n e e d s ,  f o r  e x a m p l e ,  a  c h r o n i c a l l y  i l l  o r  d i s a b l e d  c h i ld .  I t  i s  r e a s o n a b l e  t o  a s s u m e  t h a t  
g i v e n  t h e  d e m a n d s  o n  t h e i r  b u d g e t s  f o r  f o o d ,  h o u s i n g ,  c l o t h i n g ,  c h i l d c a r e ,  a n d  o t h e r  
b a s i c  n e e d s ,  t h a t  t h e i r  a b i l i t y  t o  p a y  t h e i r  p o r t i o n  o f  a  h e a l t h  p r e m i u m  i n  a n  e m p l o y e r -  
s u p p o r t e d  b e n e f i t  p r o g r a m  i s  v e r y  l i m i t e d  ( a s s u m i n g  t h e i r  e m p l o y e r  m a k e s  a  p l a n  
a v a i l a b l e  t o  t h e m  a t  a l l ) .  W i t h  t h e  u n d e r s t a n d i n g  t h a t  m o s t  e m p l o y e r s  a r e  i n c r e a s i n g l y  
r e q u i r i n g  t h e i r  e m p l o y e e s  t o  c o n t r i b u t e  a  p o r t i o n  o f  t h e i r  p r e m i u m  a n d  o t h e r  c o s t -  
s h a r i n g ,  p a r t i c u l a r l y  f o r  d e p e n d e n t s ,  i t  i s  r e a s o n a b l e  t o  a s s u m e  t h a t  t h e s e  p o o r  a n d  l o w -  
i n c o m e  e m p l o y e e s  a r e  M O S T  l i k e l y  t o  p a r t i c i p a t e  i n  a n  e m p l o y e r - s p o n s o r e d  p r o g r a m  f o r
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their dependents when they a child with haw high health care needs. In contrast, parents 
with healthy children are less likely to make the budget sacrifices on an ongoing basis i f  
their child has no few health care needs.

I f  these poor and low-income families do not have access to an employer-sponsored 
benefit plan, and they are purchasing an individual plan fo r  their child in Alaska's 
insurance market, they have a limited number o f insurers to choose from. By fa r the 
largest. Blue Cross o f Washington and Alaska, offers their Traditional Program (under 
30, non-smoker) fo r  the annual premium (SI,560) and (S200) deductible cost to a family 
fo r  the fo r  one child is SI, 760. Again, given the tight budgets that these families exist on, 
i i  is reasonable to assume that most families at these income levels do not purchase 
individual policies fo r  their children unless they are high health care needs.

Families at these income levels often have few assets so they are less concerned than 
higher income families about losing their assets as a result o f a catastrophic health 
problem and the accompanying medical bills.

For families in these income levels, a parent may decide to take a particular job solely 
because the employer covers most or a ll o f the cost fo r  dependent coverage. I f  the 
employee's motivation is access to employer-financed dependent coverage, it should be 
anticipated that the parent's decision to stay with the employer w ill be driven by their 
child's health care problems and that they are prepared to wait through the pre-existing 
exclusion period in order to get their child's health care bills covered.

For the reasons stated above, the insurers who attended this meeting agreed that the 
poor and low-income Alaskan children who are expected to bt eligible under the 
Governor’s coverage expansion are not attractive as potential subscribers.

F u tu re  M eeting. Marianne Burke, Director, Division o f Insurance, reminded the group 
that these insurers would be in Alaska in late summer fo r  unrelated meetings and that 
would be a good opportunity to reconvene the participants o f this meeting.

S u m m a ry  o f M ee tin g  w ith  H ea lth  In su re rs :  3-6-98, Page* 2



WHY MEDICAID
Leverage more federal funds because Alaska Native children 
served by IHS are reimbursed at 100% federal. O f the 11,600 
children to cover, 4,500 are Native.

Medicaid Benefit package is good one for children because it 
includes well child services and immunizations. Comparable 
private insurance package costs more.

Medicaid administrative structure in place. Can use existing 
payment system, and network o f Medicaid providers.



CHILDREN'S HE A L TH CARE: 
Why Choose Medicaid 

Instead of a Separate Health Insurance Program?

U n der the S ta te  C hild  H ealth In su ran ce  P rogram  (SC H IP) federal law, sta tes have the option to 
use th e ir  a llo tm e n t to cover u n in su red  ch ildren  either th ro u gh  th e ir M edicaid  p rog ram  o r 
th ro u gh  a child  health  insu rance p ro g ram , o r a com bination  o f both.

• If a state chooses the Medicaid option, Medicaid rules apply and a state must offer the Medicaid 
benefit package. If a slate chooses a child health insurance program, it must offer a benefit 
package actuarially-equivalent to either the state 's employee health plan, the federal employee 
health plan, or the largest HMO in the state1.

For any state, the best option is dependent on many factors and the decision should be based on the 
following criteria:
• m inim izing state general fund costs and maximizing the num ber o f children covered,
• the cost and ease o f administrating the program, and
• providing a benefit package that is m ost appropriate for children.

The Cost and Number o f Children Covered

Using A lask a ’s S C H IP  allo tm ent to extend M edicaid  coverage will s tre tch  the S ta te ’s general 
funds fu r th e r  an d  cover m any m ore ch ildren .

• Between 25 and 40 percent o f  the SCHIP eligible children will be Alaska Native and by law must 
be included in any SCHIP plan. Under a Medicaid expansion for SCHIP, services provided to 
A laska Native children by I.H.S. or tribal providers will be paid with 100 percent federal funds 
outside the State's SCHIP allotment. Under a separate insurance program, costs for Alaska Native 
children will come out o f  the state allotment at a 72 percent federal match. A Medicaid SCHIP 
expansion takes advantage o f the special funding for Alaska Natives.

• Based on preliminary information gathered by the Div ,sion o f Medical Assistance2, comparable 
private health plans appear to be more costly than the average cost for a Medicaid child. The 
division com pared the per child cost for a Medicaid expansion, estimated at $1,908, to what the 
M edicaid benefit package would cost in the current private market. These preliminary estimates 
suggest that the comparable (M edicaid) package in the current private m arket would cost at least 
S400 more per year than the average cost for a Medicaid child.

• The G overnor’s Smart Start proposal to invest S7.2 million in general funds will cover 11,600 
uninsured children and 800 pregnant women. Under a separate insurance program, only an 
estim ated 6,600 to 8,000 children (and no pregnant women) would be covered with same general 
fund investment.

1 The HMO option is not currently applicable since there are no HMOs licensed to sell health plans in Alaska.

: The Division o f Medical Assistance continues to seek information from insurers on private insurance options but to date, 
have not received any information that suggests that less costly options exist in Alaska’s private market.
Why Choose Medicaid?
Division of Medical Assistance, ADIISS
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The Cost and Ease o f Administering the Program

E xtend ing  M edicaid , as com p ared  to c rea tin g  a child health  insurance  p rog ram , m inim izes new
a d m in is tra tiv e  and  cost m anag em en t functions.

•  Im plem entation o f a new child health insurance program  would require duplication o f  many 
adm inistrative components which already exist in the M edicaid program. A further consideration is 
that start-up costs cannot be funded with SCHIP funds as administrative costs are limited to 10 
percent o f  actual expenditures on children.

• As a condition o f receipt o f  federal funds, each child who applies for SCHIP must be screened by 
the State for Medicaid eligibility. Therefore, eligibility determination in a child health insurance 
program  is still linked to the Medicaid program.

• M ost health care providers are already enrolled and familiar with the Medicaid program.

• Extending Medicaid to additional children can be readily im plemented3.

An Appropriate Benefit Package for Children

3A Medicaid expansion could be implemented within 2-3 months after passage o f the enabling legislation. The federal 
child health initiative funding was available as o f October 1, 1997.
Why Choose Medicaid?
Division of Medical Assistance, ADUSS
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T n e  M e d ica id  benefit  p ackage  p rov ides an  a p p ro p r ia te  benefit  package for ch ildren  in c lud in g  
p re v e n t iv e  services  such as well-child exam: a n d  im m u n iz a t io n s  which a re  not covered by m ost 
p r iv a te  in s u ra n c e  plans.

• The preventive health services offered under M edicaid make this approach a better fit in addressing 
issues in A laska like our declining child immunization levels.

• The benefit package for either Medicaid or a child health insurance program is stipulated in federal 
law. therefore, reducing services in the benefit package as an approach to lowering premium costs 
is largely precluded.

Conclusion

G iven th e  d a ta  available to the A laska D epartm en t o f  H ealth  and  Social Services a t this tim e, 
ex tend in g  M edicaid  to un iu su red  low-incom e ch ild ren  rep resen ts  the best financial and  least 
b u rd en so m e ap proach  to p rov id ing  health  coverage. T he d e p a rtm en t is continuing to seek 
a d d itio n a l in fo rm ation  and cost estim ates by m eeting w ith  p riv a te  insurers and health  care  
p ro v id ers  and  securing  the analysis and consultation  o f n a tion a l experts.

Why Choose Medicaid?
Division of Medical Assistance, ADHSS

Page 3 03/25/98



CT3 Ct TONY KNOWLES. GOVERNOR

DEPARTMENT OF HEALTH AND SOCIAL SERVICES

DIVISION GF MEDICAL ASSISTANCE
M EMORANDUM

PO. BOX 110660 
JUNEAU. ALASKA 99611-0660 
PHONE. (9OP J65-03S5 
FAX: 19071465-2204

DATE:

T O :

FR O M :

February 23, 1998

ICaren Perdue, Commissioner 
Department of Health and Social Services

Bob Labbe, Director 
Division o f Medical Assistance

SU B JEC T: Crowd-out

Attached is a memorandum from Deborah Chollet o f the Alpha Center in which she provides an 
assessment of issues related to “crowd-out.” She defines crowd-out as the “reduction in private effort 
to purchase private health insurance because of eligibility for public program coverage.” I’ve 
summarized the key points:

•  O n ly a few studies of crowd-out have been done and the results are inclusive.

• Estimates of crowd-out are greater when the program enrolls higher income adults than when it 
enrolls only children.

• Few peopie who would qualify for public insurance have access to affordable private coverage.

• States that have already expanded public coverage to low and middle income children (below 
200%FPL) have not found crowd-out to be a problem. They believe:

• •' Lower income workers typically have either steady but low wage jobs, or are
periodically unemployed due to lay o ff or seasonal work; and that

• These workers generally do not have ongoing access to employer based coverage.

• To prevent crowd-out some states have limited eligibility for public health insurance to those 
who don’t have insurance.

Conclusion

Ms. Chollet’s assessment supports our conclusion that crowd-out will not be a significant issue when 
we expand Medicaid coverage as the Governor has proposed in S m art S ta r t

Attachment
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T his m em orandum  responds to your request for a sum m ary of the issue of crow d- 
o u t in  public insurance program s. It addresses four aspects of the issue:

• W hat is crowd-out?

• How big is the problem  of crow d-out?

• State program  features to deter crow d-out; and

• State program s to buy em ployer-based coverage as one way potentially to 
m itigate crow d-out.

As you are aware, in states th a t are considering  extending public health insurance 
elig ibility  to children and adults w ith  incom e above poverty, concern about the 
p o ten tia l for crow d-out has grow n. M ost recendy, this concern underlies the federal 
requ irem en t that states explicidv propose how  ch ild ren ’s health insurance program s 
will deter crow d-out in order to qualify for federal funds under Title XXI.

What is crowd-out?

C row d-out is defined as a reduction  in private effort to purchase private health  
insurance  because of eligibility for public program  coverage. In theory, crow d-out can 
resu lt from any of four types of reduced effort;
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February 10,1998 
Page 2

(1) individuals may stop  buying nongroup  (individual) health insurance for 
themselves or their dependents, w hen it is available and affordable to them ;

(2) individuals may stop  m aking required contributions to em ployer-sponsored  
insurance for themselves o r their dependents, w hen group insurance is 
available and affordable to them ;

(3) employers may increase the level of em ployee contributions that they requ ire , 
presum ing that lower-wage employees have access to public coverage or 
subsidies; or

(4) employers m ay term inate the group health  insurance plan altogether or som e 
employees’ eligibility for the group p lan, presum ing both tha t lower-wage 
employees have access to public coverage and that higher-wage em ployees can 
buy individual private health  insurance.

M ost states’ concerns abou t crow d-out focus on the potential for w orkers or their 
em ployers to substitute public coverage for em ployer-group coverage (issues 2 
th ro u gh  4, above). In general, policy makers are less concerned about the possibility  
th a t individuals would substitu te  public coverage for individual insurance because, few 
people who w ould qualify for public  insurance w ould find individual insurance 
affordable. In some states, as public program  eligibility begins to reach m iddle- 
incom e families w ithout group coverage, concern  about public program s crow ding 
o u t individual insurance purchase may grow.

How big is the problem of crowd-out?

The research literature m easuring the m agnitude of crow d-out is thin and  offers 
conflicting estimates of how  great crow d-out m ight be when more people are m ade 
eligible for public insurance program s. Estim ates of crow d-out range horn  qu ite  large 
(in  one study, researchers estim ated that as m any as 50 percent of new M edicaid 
enrollees would otherwise have been  privately insured) to zero. In considering the 
usefulness of thri literature to public policy m akers, two aspects are of particu lar 
im portance:

(1) The differences am ong estim ates appear (in  part) to be driven by the
population subgroup  being studied. Estimates of crow d-out are greater w hen
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ihe program  enrolls adults at higher incom e levels than w hen it enrolls only  
children  o r families w ith  low er levels of income.

(2) T he reliability of the estim ates is unknow n. None of the available estim ates is 
based on actual observation of em ployer or individual behavior. Instead, all of 
the research to date com pares population  groups that are broadly sim ilar (for 
exam ple, w om en w ith  sim ilar annual incom e, age, em ploym ent and education  
levels) over time. None o f these studies contro l for w hether w orkers who 
enroll in public insurance program s have access to affordable employer- 
sponsored  insurance.

Because these studies are inconclusive, public  policy m akers m ust base their 
decisions about w hether a specific proposal w ou ld  cause crow d-out on an appraisal of 
w h e th er private health  insurance  is available, affordable and stable for m ost people 
w ho w ould  becom e eligible for public  coverage. No research to date is adequate to 
in form  public policy m akers ab o u t w hether or how  employers m ight adjust group 
h ea lth  benefits in  response to w ider eligibility for public programs.

State program measures to deter c  Z rvd-out

In a recent m onograph  p repared  for the R obert W ood Johnson  Foundation’s State 
Initiatives in Health Care Reform Program  (attached), we reviewed sixteen  states’ 
public  insurance program s, including:

• public program s for ch ildren ,

• public program s that en ro ll adults and  children, and

• Medicaid program s that have expanded eligibility under Section 1115 
waivers.

In states that had  expanded  public  health  insurance n o t ju s t to people in poverty  b u t 
also to people w ith  incom es as h igh  as 200 percen t of poverty or m ore, officials h ad  
differing views about the relative im portance of crow d-out as an  issue for the p rogram s. In 
states that had developed program s only for low- or m iddle-incom e children or th a t had 
ex tend ed  program  eligibility to only  the near-poor population (u n d er 185 percent of 
poverty), officials were unco ncern ed  about crow d-out. In these states, officials p resum e
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tha t people with such low incom e have few or no options for finding group insurance. In 
families w ith such low incom e, w orkers typically are either (1) steadily em ployed, b u t at 
very low wages; or (2) periodically unem ployed due to lay-offs or seasonal w ork 
opportunities. In either case, few of these w orkers are likely to have ongoing access to 
em ployer-based coverage.

Insurance program s tha t ta rget populations u p  to 400 percent of poverty generally 
devote m ore atten tion  to crow d-ou t than program s that cap eligibility at 200 p ercen t of 
poverty  or less, especially w hen they enroll adu lts  as well as children. In  states w ith  
program s that enroll low -incom e adults or th a t extend eligibility to m iddle-incom e 
populations, the potential for crow d-ou t is believed to be greater, and  these program s are 
designed w ith various features to deter crow d-out. These features are of two m ajor types:

(1) Measures designed primarily to address other program issues but which also discourage 
crowd-out. These include:

• program  lim its on  enrollee assets and  age, as well as income;

• requiring enrollees to pay prem ium s; and

• lim ited program  benefits (for exam ple, no coverage for hospitalizations).

These measures typically are im posed to address public funding constraints, n o t 
because the program  is particu larly  concerned abou t crowd-out. However, they d e te r 
crow d-out de facto by targeting public  program s to families and individuals w ho are less 
likely to have private insurance options.

(2) Measures designed explicitly to address crowd-out. These include:

• requirem ents that applican ts be un insu red  or underinsured;

• requirem ents tha t applican ts be w ithou t insurance for som e m inim um  spell;
and

• requirem ents that applican ts have no access to em ployer-based insurance.
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Restrictions in tended  explicidy to deter crow d-out may seem necessary from the 
v iew poin t of pro tecting  the resources of public program s, bu t they  can cause serious 
problem s of equity  and efficiency. W aiting periods, in particular, cause problem s of equity 
because r o t  all un insu red  families with the same financial resources qualify for public 
coverage (som e m ust w ait), and because families that have m ade an  effort to find and buy 
insurance m ust w ait longer for public coverage than families th a t never tried. Problem s of 
efficiency arise because families are forced to w eather gaps in coverage to qualify for the 
public  program . Gaps in coverage are a problem  that the program  ideally w ould solve, not 
require.

In  addition , for all program s that require m inim um  spells w ith o u t coverage or 
ineligibility  for private coverage, enforcem ent is a problem . Verifying applicants’ 
declarations tha t they are un in su red  or underinsured  is tim e-consum ing and costly.
A m ong the states tha t we reviewed, state-only children’s program s were especially 
re luc tan t to invest resources to verify applicant declarations. M ost state-only program s 
th a t include adults had  found th a t verifying all applicant declarations was too cosdy to 
im plem en t or to co. itinue. In general, Medicaid expansion program s were the m ost likely 
to a ttem p t to verify m inim um  spells w ithout access to em ployer-based coverage. However, 
even these program s m ore often rely on partial and/or random  aud its  to enforce 
restrictions than  on  systematic verification of applicant declarations.

W ith  respect to their p roposed  Tide XXI program s, two states — California and  
C olorado -- have ad justed  their use of waiting periods in an effort to m inim ize the equity 
and  efficiency problem s that they  entail:

• California p roposed  a 3 -m o n th  waiting period for any ch ild  who had been 
covered by an  em ployer-sponsored plan. C hildren who h ad  been covered in the 
nongroup  (individual) m arket are no t subject to the w aiting period, nor are 
children of parents who lose coverage involuntarily  (th ro u g h  job  loss of 
term ination  of the group plan).

•  Colorado also proposed a 3-m onth waiting period for children  who were 
covered by an em ployer-sponsored plan, but (as in M innesota’s M innesotaCare 
program ) only if the em ployer pays at least 50 percent of the prem ium  for 
dependents. As in California, the waiting period does n o t apply if prior 
coverage was nongroup , o r if the parent loses coverage involuntarily .
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Like research studies that a ttem pt to m easure crow d-ou t from available national data, 
s tud ies that have attem pted  to evaluate the effectiveness of restrictions to reduce crow d- 
o u t are com prom ised by the quality  of available inform ation . However, evaluation studies 
co nd ucted  in a num ber of states w ith  varying program s and  restrictions on eligibility all 
hove indicated that the potential crow d-out caused by the program s is small. Most 
p rogram  officials and  policym akers also believe that their program s reach target 
populations w ith  reasonable efficiency and that c row d-ou t is no t a serious problem .

S ta te  programs to buy employer-based coverage

W e identified two states (N ew  York and  O regon) th a t have programs to assist 
em ployees in purchasing  em ployer coverage w hen  it is available. In principle, such  
program s w ould discourage crow d-out by m axim izing available em ployer-based coverage. 
How ever, crow d-out still can occur if em ployers respond  to available public contribu tions 
for coverage over tim e by reducing  em ployer paym ents for coverage (substitu ting  public  
fund ing  for em ployer funding). In addition, a prem ium  subsidy program  may have 
troub le  constraining its budget if the program  becom es liable for any level of p rem ium  cost 
th a t the em ployer does n o t pay.

New York's program , an o lder pilot program  to in su re  adults, is exclusively an  
em ployer-prem ium  subsidy program  for w orkers who (1) have access to em ployer 
coverage; and (2) have family incom e less than 200 p ercen t of poverty. The program  
lim ited  its total cost by closing new  enrollm ent, and at this time, no new enro llm ent is 
contem plated. Because the program  was experim ental and  ultim ately enrolled very few 
w orkers, it is unlikely  tha t crow d-out was ever a significant problem.

Oregon's new Fam ily H ealth Insurance Assistance Program  (FHLAP) is designed to 
en ro ll workers and  dependents w ho (1) have incom e less than  200 percent of poverty; and
(2) are w ithou t insurance for 12 m onths. The program  screens applicants for available 
em ployer coverage. FH1AP will pay the applican t’s em ployee contribution  to enro ll in  the 
em ployer plan if it costs less than  the average cost of FH1AP coverage. FHLAP is a new  
program , and at this w riting, has processed few if any applicants pending the design of 
O regon 's Tide XXI program  for children. FHLAP’s restrictions on incom e for eligibility 
an d  its 12-m onth w aiting period both  suggest tha t crow d-out will not be a significant 
problem . However, FHIAF’s design suggests equity problem s (families that succeed in  
finding  or buying health  insurance cannot qualify as soon  as families that never try). In 
add ition , over time, FHLAP m ay pay employee prem ium s for fewer and fewer applican ts if 
FHIAP is able to contro l its costs m ore successfully than  em ployers do.
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I hope tha t this inform ation is useful to you. Please do no t hesitate to call on  m e or on 
o th e r A lpha C enter staff if we m ight be of fu rth er assistance to you in considering this 
issue.

A ttachm ent; Deterring Crowd-out in Public Insurance Programs: State Policies and 
Experience (Alpha Center, O ctober 1997).

cc: N ancy Barrand, Robert W ood Johnson  F oundation , State Initiatives in Health Care
Reform Program  

W. David Helm s, Ph.D.
A nne G authier
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NATIONAL ASSOCIATION OF SOCIAL WORKERS 
ALASKA CHAPTER

318 4th S tre e t, J u n e a u  AK 99801 
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The National Association o f Social Workers (NASW) is the world's largest organization o f professional
social workers. NASW’s 155,000 members nationwide and 500 in Alaska work in a wide range o f settings
a t a ll  levels in  the p u b lic  a n d  p r iv a te  sectors. P ro fess iona l so c ia l w orke rs fo c u s  on vu lnerable
populations and promote state and federal policies which enhance the lives o f  the people we serve.

N A SW  stro n g ly  s u p p o r ts  H B  369 a n d  u rg es  its passage.

•  Advocates for young children are unified by the com m on core o f  knowledge that children require 
special attention to begin the developm ental process in an optimal fashion. HB 369 will expand 
Medicaid coverage to poor children and pregnant wom en with family incom e o f  up to 200 percent o f 
the federal poverty level. U nder the proposed new eligibility guidelines, a family o f  four with an 
income o f  roughly $40,000 a year would be covered. If  passed, the bill will ensure that 11,000 poor 
children will have the benefit o f  preventative health care, and 800 m ore poor wom en will receive 
crucial pre-natal care.

•  Studies have shown that w ithout health insurance, children are six tim es m ore likely to go without 
needed medical care; five tim es m ore likely to use the hospital em ergency room as a regular source o f 
care and four times more likely to have necessary care delayed. Uninsured women often receive 
inadequate prenatal care and deliver Iow-birth weight babies who require special care.

•  Currently, 41 states provide better M edicaid coverage than Alaska. By expanding Medicaid 
eligibility, the state o f  A laska could provide a child with health coverage for ju s t $562 per year in 
general funds. Existing cost m anagem ent tools such as utilization review  and prior authorization as 
well as case m anagem ent provided by Prim ary Care Practitioners will be extended to manage the cost 
o f this program.

• As more families m ove from  welfare to work, it is appropriate to assist them  in becoming self- 
sufficient by making affordable health care coverage available to their children. M any lower wage 
jobs in Alaska do not offer health benefits. Coverage under this initiative will allow  families receiving 
public assistance to take jo bs  and still provide health security to their children.

• HB 369 will institutionalize in law  the Healthy Families Program in Alaska. Research over the last 
two decades has consistently confirm ed that providing education and support services to parents 
around the time o f  a baby's b irth -an d  continuing for months or years afterw ards—significantly reduces 
the risk o f  child abuse and contributes to positive, healthy, child-rearing practices. Fam ilies receiving 
this type o f  intensive hom e visitor service also show other positive changes such as consistent use o f  
preventive health services, increased high school completion rates (for teen parents), higher 
employment rates, lower w elfare use, and fewer pregnancies. Child abuse prevention programs save 
money. For every $3 spent on prevention, v e  save at least $6 that m ight have been spent on child 
welfare services, special education services, medical care, foster care, counseling, and housing 
juvenile offenders.

Thank you for the opportunity to provide testim ony on this matter.

mailto:naswak@alaska.net
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MARC POESCHKL
P.O. Box 83057 

Fairbanks, AK 99708

4/16/98 10:46 AM

To whom it may concern:
I am a police officer and first generation Alaskan 

citizen. My children are second generation Alaskans and I hope to 
have grandchildren who continue the tradition. I met my wife, got 
married and became a police officer all in Alaska. The most 
important events of my life have been in our great state.

I write today to lend my voice to those who would ask for 
some common sense in the way our children are treated. Alaska has 
the worst child abuse statistics cf any state in the nation. I 
have seen the damage done by parents who drink, use drugs, 
sexually and mentally abuse their kids and neglect them to the 
point of death. Alaska has some of the strangest ways of showing 
love to our children.

As a police officer I held the head of an 18 month old boy 
who strangled on a grape he ate while his mother, a drug addict, 
fought with the boys father, an alcoholic. I saw the chains on the 
cupboards of food so the kids would not eat it while the mother 
and father were out drinking. And the padlock on the door to keep 
them in the house instead of a babysitter.

As a father I have watched the miracle of the birth of my own 
two girls and watched them grow. I am amazed at the pace they 
learn and understand complex issues and concepts. They have made 
me laugh, cry, worry and beam with pride.

So how does my proud state feel about my children and all the 
kids of this great state? I hear things like the Department of 
Family and Youth Services is allowing victims of abuse to be 
visited by the offenders and I recall a case of a famous artist 
who fathered a child by one of his teenage relatives and the court 
forced visitation with him since he had rights as a father. It 
sickens me.

Virtually every criminal is an abuse victim at some point in 
their life. I see case after case of domestic violence involving 
kids in some way. There have been study after study to find out 
how to prevent crime in this country and stopping abuse tops tl a 
list. The various programs that educate new parents are the first 
wave to lowering the crime.



MARC POESCHEL
P.O. Box 83057 

Fairbanks, AK 99708

If we are to change the trend in this state there must be hard 
choices made. The funding for the prevention programs and the 
education of our children should not take a backseat. Acknowledge 
that the money spent wisely is spent on prevention and save the 
cost in the future. Lessen overcrowding of the prisons, lower the 
cost of treatment of abused victims, reduce the cost of law 
enforcement and increase the productivity of the state.

I encourage the lawmakers of this state to consider the needs 
of the children of the state they represent. I have job security. 
Lets change that.

Sincerelv and hopefully,

Fairbanks, AK

The views I have expressed are not necessarily the views of my 
employer. They may not be reprinted, quoted or referred to unless 
attributed to myself and no other person.



To W hom  It M ay Concern:

H ealthy Fam ilies has been a big help to me. I have no phone and no car, so they 
com e to my home. Laura and M issy checked on m e when I was sick, and M issy comes to 
check on my babies.

She has helped me fill out paperwork for W IC and M edicaid. I don’t speak much 
English, so this is great. Then she brought me the W IC checks.

She and a public health nurse com e see m e together som etim es. D iana, the public 
health nurse, and M issy helped me get prenatal care. D iana brought m e vouchers, and 
M issy helped m e m ake doctor’s appointments, then gave me rides there.

H ealthy Fam ilies has also helped w ith food boxes through Food Bank, Christmas 
presents, and Easter baskets.

A lba Fajardo
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CSHB369 (FIN)am
"An act relating to Medicaid coverage for certain eligible children and pregnant women" 
Senate Rules by Request of the Governor 
Senate Finance

CSHB369 (FIN)am FISCAL SUMMARY

The Governor's original fiscal note on this bill totaled $7.2 million general fund need for FY99. This number 
has been revised to $4.1 million general fund need as a result of the following considerations:

> program implementation delayed to October 1,1998,

> reduction in the rate at which children are enrolled in the Title XXI program,

> removal of the children who are currently eligible for Medicaid but not currently enrolled, who 
will enroll as a result of the outreach efforts, and

> revision for administrative expenditures to recognize one time startup costs.

The following table provides a combined summary of expenditures frorn all fiscal notes related to this bill 
based on these revised assumptions.

BRU ComDonent FY99 FY00 FY01 FY02 FY03 FY04
Medical Assistance Medicaid Non-Facilities

Fed
GFM

7,174.5
4,832.1
2,342.4

8.492.6
5.756.7 
2,735.9

9,087.2
6,159.7
2,927.5

9.723.3 
6,590.9
3.132.4

10,404.0
7,052.3
3,351.7

11,132.3
7,546.0
3,586.3

Medicaid Facilities
Fed

GFM

3,470.7
2,337.6
1,133.1

4.108.4 
2,784.9
1.323.5

4,395.9
2,979.8
1,416.1

4,703.5
3,188.3
1,515.2

5,03? 8 
3,411.5 
1,621.3

5,385.1
3,650.3
1,734.8

Indian Health Service
Fed

2.505.5
2.505.5

2.987.0
2.987.0

3.196.1
3.196.1

3.419.8
3.419.8

3.659.2
3.659.2

3.915.4
3.915.4

Medical Assistance 
Admin

Children's Health Eligibility 
Fed 

GFM

1,495.1
918.2
576.9

1,558.8
995.2
563.6

1,669.1
1,065.8

603.3

1,788.0
1,141.5

646.5

1,915.0
1,222.6

692.4

2,051.0
1,309.4

741.6

Combined Fiscal Notes Summary
Fed

GFM

14,645.8
10,593.4
4,052.4

17.146.8
12.523.8 
4,623.0

18.348.3
13.401.4 
4,946.9

19,634.6
14,340.5
5,294.1

21,011.0
15,345.6
5,665.4

22,483.8
16,421.1
6,062.7

Year to Year Growth Rate 17.1% 7.0% 7.0% 7.0% 7.0%

BILL NO. 
Title: 
Sponsor: 
Requestor:

CSHB369F.XLS 5/7/98:9:17 AM



F I S C A L  N O T E
STATE OF ALASKA
1998 LEGISLATIVE SESSION

& _s|i o m
B IE L  i >o .C S  FfB‘3(!9TPTN)am"

evision Date:
Title: An Act relating to Medicaid coverage for certain

eligible children and pregnan t women;_________________________
Sponsor: Senate Rules by Request o f the Governor________

Requestor: Senate Finance_________________________________

Expend itu res/R ev enu es:

_Dept. Affected: Health and Social Services________
BRU: Medical Assistance Administration

Component: Children's Health Eligibility 
COMPONENT SERIAL NO. 2260

See also (SNff): 960,230,229

(Thousands of Dollars)
OPERATING FY99 FY00 FY01 FY02 FY03 FY04
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

1,495.1 1,558.8 1,669.5 1,788.0 1,915.0 2,050.9

TOTAL OPERATING 1,495.1 1,558.8 1,669.5 1,788.0 1,915.0 2,050.9

ICAPITAL EXPENDITURES | i

ICHANGES IN REVENUES ( ) I I I I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (please specify)

918.2 995.2 1,065.8 1,141.5 1,222.6 1,309.4
576.9 563.6 603.6 646.5 692.4 741.6

TOTAL 1,495.1 1,558.8 1,669.5 1,788.0 1,915.0 2,050.9

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of any cu rren t year (FY98) cost: $0.0

ANALYSIS: (Attach a  s e p a ra te  page if necessary)
The Balanced Budget Act o f 1997 recently p a ssed  by C ong ress c re a te s  a  new  Title XXI of th e  Social Security Act. which 
allows s ta te s  to u se  the new  funds appropriated to e ither expand Medicaid eligibility for children, with an  enhanced  
federal m atch for th e  expansion  population, o r to pu rchase  health coverage, o r both. The allocation of funds is m ade in 
the sam e  proportion of the  ratio of th e  num ber of low income children without insu rance and the geographic variations in 
health co sts. A laska's allocation is 5.6 million with a federal m atch ra te  of 71.86%. No m ore than 10% e x p e n d i tu r e s  
under the Title XXI block g ran t can  be applied to adm inistrative support and outreach.

P rogram  implem entation requ ire s an  eligibility determ ination and ou treach  p rocess. T he Division will evaluate  the options 
available to de te rm ine  the m o st c o st effective method to implement this function. Extension of this health care coverage 
will result in o n e  tim e program m ing ch an g e s  tot he s ta te 's eligibility and  claims paym ent system s. O ther one tim e costs 
will include furniture and equ ipm en t co sts  to support th e  staff p rocessing  the applications for decision.

P repared  by: 
Division:

Randy Super &  M

Approved by Com m issioner: 
Agency:

Phone: 465-5833 
Date: 05/07/98

Date:
Departm ent of Health & Social Services

s / t /9 *
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governors Legislative Office
Page 1 of 2(R»v 10/9fl)nioole.ili/DAS_OHSS



Revision Date: B NO. C SH B 3 6 9  (F IN )a m

ANALYSIS (cont.):

U nder F ed e ra l law, initial app lica tio n s p ro ce ss in g  m ay be perfo rm ed  o u ts id e  o f Public A ss is ta n c e  o ffices and  by o th e r 
S ta te  a g e n c y  staff. T h e  b a la n c e  of th e  con trac tua l c o s ts  a re  d ivided b e tw e en  con trac ting  for this ou ts ta tioned  
applica tion  in tak e  an d  p ro cess in g , a n d  program m ing e n ch a n tm en ts  to th e  S ta te 's  EIS and  C laim s paym en t sy s tem s.

The d e ta ils  o f th e  SM ART START fo r A laska 's Fam ilies p rog ram  a re  co n ta in ed  in th e  d o cum en t "A B lueprint for 
A ssu ring  A d e q u a te  A c ce s s  to H ealth C a re  for A laska's U n insu red  Children a n d  P re g n a n t W om en." C op ies a re  
availab le  a t th e  C om m iss io n e r's  O ffices by calling in J u n e a u  (907-465-3030) a n d  A ncho rage  (907-269-7800).

The D ivision h a s  a s su m ed  th e  following for calcu la tion o f th e  period  FY00-04:
A laska 's F ed e ra l M edical A s s is ta n c e  P e rc e n ta g e  (FMAP) for adm in istra tion  is 50%. It is a lso  a s su m ed  tha t th e  
e n h a n c ed  fed e ra l partic ipa tion  for th e  Title XXI funding for th e  10% adm in istra tiv e  activ ities will rem ain  a t th e  sam e  
71.86% th rough  FY04. The fiscal n o te  a lso  a s s u m e s  an  a v e ra g e  of a  7% exp en d itu re  grow th from fiscal y e a r to fiscal 
y ea r w hich ta k e s  into a c c o u n t c h a n g e s  in th e  co s t o f m ed ical a s s is ta n c e  p rog ram  adm inistration.

The follow ing d is trib u te s  th e  Child H ealth  P rog ram  E xpend itu res by so u ic e  o f funds by adm inistra tion  and  program  
se rv ice s . T h e  adm in istra tion  a n d  p rog ram  se rv ic e s  a re  fu rther a llo ca ted  b e tw e en  Title XIX Medicaid, Title XXI Child 
Health Initiative a n d  Indian H ealth  S erv ice .

F isca l Y ear 1999: P ro jec ted  Child Health and  P reg n an t W omen E xpend itu res - 200% FP

Family Income Above 
Current Medicaid S tandards

Children to 
200% FPL

Pregnant 
Women to 
200% FPL

Totals to 200% 
FPL

Uninsured 4,092 781 4,873
S ta te  GF $ 2,063,301 S 1,989,017 4,052,318
Federal $ 6,704,732 $ 3,888,732 10,593,464
Total $ 8,768,033 $ 5,877,749 $ 14,645,782 *1

Source of Funds Analysis
GFM FMAP IHS j TOTALS

Title XIX - Medicaid $ 2,079,017 $ 3,048,786 $ $ 5,127,802
Title XXI - Child Health Ins. $ 1,973,301 $ 5,039,141 $ $ 7,012,443
Title XIX - IHS $ $ $ 2,505,537 $ 2,505,537

Totals $ 4,052,318 $ 8,087,927 $ 2,505,537 $ 14,645,782 *

Administration
Title XiX - Medicaid $ 257,170 $ 357.170 $ $ 714,341
Title XXI - Child Health Ins. $ 219,693 $ 561,033 $ $ 780,730
Title XIX-IHS $ $ $ S

Admin Totals $ 576,868 $ 918,203 $ $ 1,495,071 *

Program
Title XIX - Medicaid $ 1,721,845 $ 2,691,615 $ $ 4,413,461
Title XXI - Child Health Ins. $ 1,753,604 $ 4,478,108 $ $ 6,231,712
Title XIX-IHS $ $ $ 2,505,537 $ 2,505,537

Program Totals $ 3,475,450 $ 7,169,724 $ 2,505,537 $ 13,150,711

N otes: * 1 10% Administration Is Included In estim a ted  total co sts  for children

*2. IHS fund Is only available for direct program  serv ices .

Page 2 of 2



evision D a le :    Dept. Affected: Health and Social Services
Title: An Act relating to Medicaid coverage for certain BRU: Medical Assistance________

eligible children and pregnant women;____________________________  Component: Indian Health Service______
Sponsor: Senate R u in  by Request of the Governor___________  COMPONENT SERIAL NO. 960_________

Requestor: Senate Finance____________________________________  See also (SNtt): 2260,230,229

F I S C A L  N O T E
STATE OF ALASKA
1998 LEGISLATIVE SESSION

E xpend itu res/R ev enu e s:___________________________________________ (Thousands of Dollars)
OPERATING FY99 FY00 FY01 FY02 FY03 FY04
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

2,505.5 2,987.0 3,196.1 3,419.8 3,659.2 3,915.4

TOTAL OPERATING 2,505.5 2,987.0 3,196.1 3,419.8 3,659.2 3,915.4

ICAPITAL EXPENDITURES ] . I I T  I

CHANGES IN REVENUES ( ) .............................. I ..............................I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (please specify)

2,505.5 2,987.0 3,196.1 3,419.8 3,659.2 3,915.4

TOTAL 2,505.5 2,987.0 3,196.1 3,419.8 3,659.2 3,915.4

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of any cu rren t year (FY98) cost: $0.0

ANALYSIS: (Attach a  sep a ra te  page if necessary)

The Balanced Budget Act of 1997 recently p a ssed  by C ong ress c re a te s  a new  Title XXI of th e  Social Security Act which 
allows S ta te s  to u s e  the new  funds appropriated to either expand  Medicaid eligibility for children, with an enhanced  
federal m atch  for the  expansion population, or to pu rchase health coverage, o r both. The allocation of funds is m ade in 
the sam e  proportion of the  ratio of the num ber of low-income children without insurance and the geographic variations in 
health co sts . A laska's allocation is $5.6 million with a federal m atch ra te of 71.86%. No m ore than 10% of the funding 
can be applied to  adm inistrative support and  outreach. Increm ental funding expanding the Medicaid program  for 
children up to 200% of the federal poverty level and p regnan t wom en Is requested .

The d irect se rv ice s  costs re la ted  to the "Sm art Start" initiative w ere estim ated  using a  model that estim ates the funding 
n eeded  to provide Medicaid coverage  to all uninsured Children and P regnan t W om en up to 200% of the Federal 
Poverty Level. The model is b a sed  on a num ber of assum ptions pertaining to the size and composition of the uninsured

P repared by: 
Division:

Randy S u p e r / ^ ^ j  $

Approved by Commissioner: 
Agency:

Phone: 456-5833 
Date: 05/07/98

Date:
Department o f Health & Social Services

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution Information, call the Governor's Legislative Office

P age 1 of 5(R«v 1(We)flsnol«jii«/DAS_DHSS



Revision Date: B , NO. C S H B 3 9 6  ( F IN ) a m

ANALYSIS (cont.):
popu la tio n  in A lask a , th e  ra te s  o f an tic ip a te d  partic ipa tion  in a  m ed ica l in s u ra n c e  p ro g ram  by th is popula tion , a n d  th e  c o s ts  
a s s o c ia te d  w ith p rov id ing  c o v e ra g e  for M ed icaid  s e rv ic e s  to  t h e s e  p ro g ram  p artic ipan ts. Specific  a s su m p tio n s  u s e d  are:

V a ria b le s  A ssum ed  V alue
C o s ts  p e r  P a rtic ip an t E s tim a te s :

C o s t p e r  Child A ge  0-18 $ 
C o s t p e r  P re g n an t W om an  $

1,908
6,840

C h ild rens' H ealth  In su ran c e  P ro g am  & M ed icaid  M atch ing R a tes : 
C h ild ren s H ea lth  In su ra n c e  - FM AP R a te  

C h ild ren s H ea lth  In s u ra n c e  - S ta te  G F  M atch R a te
M edicaid FMAP 

M ed ica id  S ta te  G F  M atch R a te

71.9%
28.1%
59.8%
40.2%

C h ild ren  H ealth  In s u ra n c e  P ro g ram  Funding:
C h ild ren s H ealth  In su ra n c e  - A lask a  A llo tm en t (ert) $ 

S ta te  C h ild ren s  H ea lth  In su ran c e  Ma h $ 
T o ta l C h ild ren s  H ea lth  In su ran c e  Funu.} $

5,664,899
2,218,345
7,883,244

N ativ e  Ch ild ren  P a rtic ip a tio n  an d  IHS Utilization:
%  o f E ligible C h ild ren  B elow  200% o f FPL  W ho  a re  N ative 

%  of N a tiv e  C h ild ren  W ho  U se  IHS S e rv ic e s
35.6%
60.0%

E stim a ted  P ro g ram  P a rtic ip a tio n  R a te s :
P a rtic ip a tio n  R a te  - All C h ild ren  Y ea r 1 
P a rtic ip a tio n  R a te  - All Ch ild ren  Y ea r 2 
P a rtic ip a tio n  R a te  - P re g n an t W om en

67.8%
80.1%
86.8%

E s tim a te d  N um b e r o f U n in su red  Ch ild ren  <200%  of 
E s tim a te d  N um b e r of U n in su red  P re g n a n t  W om en  >133% a n d  <200

6,036
900

P e rc e n t o f U n in su red  P re g n a n t  W om en  W ho  a r e  Native:
% N a tiv e  U n in su red  P re g n a n t W om en 26.4%

In add itio n  to  th e  sp ec ific  a s sum p tio n s , th e  m ode l re lie s o n  th e  re su lts  o f a n  an a ly s is  by Em ployee  B enefits R e s e a r c h  
In stitu te  (EBRI) w h ich  p rov id ed  a n  e s t im a te  o f th e  d is tribu tion  o f th e  u n in su red  A lask a  popu la tion  by F ed e ra l P o v e r ty  Level 
(FPL) a n d  n u m b e r o f in su red  w ho  fall in to  e a c h  FPL  ca te g o ry . T h e  re su lts  o f th a t a n a ly s is  a re  sum m ariz ed  below .

E m p loy ee  B enefit R e s e a r c h  In s titu te  - 0 thru 18 
U n in su red  C h ild ren  E s tim a te

P ov e r ty  R a te  Total 
0-99% 5,553 

100-149% 3,679 
150-199% 2,357 
200-249% 3,020 
250-299% 2,597 
300-349% 1,185 
350-399% 1,529 

400% & Up 3,571 
T o ta l U n in su red  A la sk an  C h ild ren  23,491

T h e  fund ing  m od e l c a lc u la te s  th e  cum u la tiv e  n u m b e r o f "S m a r t S tart" p a rtic ip an ts  b a s e d  on th e  e s tim a te d  n u m b e r  of 
ch ild ren  w ho  fall into FPL  c a te g o r ie s  b e tw e en  0%  an d  199%. T h e  total e s tim a te d  n um b e r of u n in su red  ch ild ren  w ho fall 
be low  200% o f FPL  is 11,589. An ex tim a ted  5,553 of th e  u n in su re d  ch ild ren  a re  w ould  b e  en ro lled  in th e  M ed icaid

Page 2 of 5



Revision Date: B NO . C S H B 3 9 6  ( F IN ) a m

ANALYSIS (cont.):

p ro g ram  if th e y  app lied . T h e  6,036 b a la n c e  o f u n in su red  ch ild ren  a re  ta rg e te d  u n d e r this p ropo sa l. This n u m b e r is 
s u b se q u e n t ly  multip lied by th e  Partic ipa tion  R a te  fo r All C h ild ren  to  yield a n  ad ju s ted  e s tim a te  of th e  ch ild ren  w ho  would 
likely p a rtic ip a te  in th e  p rog ram  in Y ea r 1. T h is  re su lt is th e n  multiplied by two fac tors, th e  "%  of Eligible C h ild ren  w ho  a re  
N ative" a n d  t h e "%  o f N ative C hild ren  U sing  IHS" to  e s t im a te  th e  total n um be r of u n in su red  N ative ch ild ren  w ho  a r e  
an tic ip a te d  to  u s e  th e  s e rv ic e s  o f IHS p ro v id e rs  u n d e r th e  p rog ram . A final calcu la tion  su b tra c ts  th a t n um b e r (un in su red  
N ative ch ild ren  u s in g  IHS se rv ices)  from  th e  e s tim a te d  to ta l n um b e r of partic ipa ting  ch ild ren  to yield th e  n u m b e r o f  ch ild ren  
w ho w ou ld  g e t s e rv ic e s  from non-IHS p rov iders.

T h e  c o s ts  p e r  elig ib le child a re  b a s e d  on  a n  a n a ly s is  of re c e n t  sp en d in g  d a ta  from th e  M edicaid  M an ag em en t In fo rm ation  
S y s tem  fo r s e rv ic e s  p rov ided  AFDC ch ild ren  a d ju s te d  to re f le c t e s tim a te d  c o s ts  fo r th e s e  s a m e  s e rv ic e s  in FY99. T h e  
e s tim a te d  n u m b e rs  of partic ipating N ativ e a n d  non-Native ch ild ren  a re  multiplied by th e  p ro jec ted  c o s t p e r  e lig ib le  child to 
p rov id e  a  to ta l c o s t  o f c o v e rag e  for e a c h  o f th e s e  g roup s. T h e  m ode l e s tim a te s  th a t all s e rv ic e s  p rov ided  to  e lig ib le  N ative 
ch ild ren  w ho  u s e  IHS p rov iders will qualify fo r re im b u rs em en t th a t is 100% federa lly  funded . Fund ing  for th e  s e rv ic e s  to the 
rem ain ing  popu la tio n  of ch ild ren  is u n d e r th e  C h ild ren 's H ea lth  In su ran c e  P ro g ram  (Title XXI). F o r s e rv ic e s  to  th e  
rem ain ing  non-IHS ch ildren b e tw e en  100% a n d  200% FPL. th e  S ta te 's  allocation  u n d e r T itle XXI is u s e d  a s  th e  fund ing  
s o u rc e  a t  a n  e n h a n c e d  m a tch  ra te  o f 28.14% G F a n d  71.86% FFP .

In p re p a r in g  th is fiscal n o te  a n  im p lem en ta tion  d a te  b eg in n in g  O c to b e r 1,1998 w a s  a s s u m e d  for th e  en ro llm en t o f  th e  first 
child. E n ro llm en t is p ro jec ted  to  in c r e a s e  a t a  m on th ly  ra te  o f 8.7% da rn ing  the  first year, end ing  th e  y e a r  with a  to ta l 
e n ro llm en t o f a  p ro jec ted  4,092 ch ild ren .

U sing th e  a b o v e  a ssum p tio n s , th e  fund ing  m ode l e s t im a te s  th a t Title XXI M edicaid c o v e ra g e  for 4,092 pa rtic ip a tin g  children 
will i\ ire $8,768.0 in total e x p en d itu re s  ($2,063.3 SG FM  / $6,704.7 F ed  Funds) fo r s e rv ic e s  a n d  adm in is tra tion .

D istribu tion o f "Sm a rt S ta rt"  re la ted  fund ing  is b a s e d  on a n a ly s e s  o f M edicaid sp en d in g  for m ed ica l s e rv ic e s  prov ic 3d to 
AFDC Child ren, T h e  h isto rical e x p en d itu re  d a ta  u s e d  c a m e  from  th e  M edicaid M an ag em en t Inform ation S y s tem  monthl;, 
MR-0-91T rep o rt w hich is a  sum m ary  o f M ed icaid  sp e n d in g  by M edicaid C a tego ry  o f A s s is ta n c e  a n d  co lo ca tion  co d e . The 
e x p e n d itu re s  u s e d  w e re  cum u la tiv e  d a te s  o f p a ym en t for th e  pe riod  July, 1996 th rough  O ctober, 1997. D is tribu tion s 
b e tw e en  th e  co lo ca tion  c o d e s  w e re  c a lc u la te d  s e p a ra te ly  fo r e a c h  o f th e  M edicaid P ro g ram  c om pon en ts  (M edicaid  Non- 
Facilities, M ed icaid  Facilities, a n d  M ed icaid  Ind ian  H ealth  S e rv ices) . No d istribu tions w e re  m ad e  fo r e ith e r A FD C  Children 
to M ed icaid  W a iv e red  S e rv ic e s  a s  n o  s p en d in g  o c cu rred  du ring  th e  o b se rv ed  p e riod  in th a t c om pon en t fo r t h e s e  g roup s.

T h e  to ta l p ro je c te d  FY99 e x p e n d itu re s  fo r d irec t s e rv ic e s  to  un in su red  ch ild ren  ($7,807.3 Total F und s, $1,753.6 GFM) w a s  
m ultip lied by th e  p e rc e n ta g e  d istribu tion b e tw e en  th e  c om pon en ts , and  th a t re su lt w a s  multiplied by th e  p e rc e n ta g e  
d is tribu tion  a c r o s s  e a c h  re le v an t co lo ca tion  c o d e  to  d e te rm in e  th e  am oun t of d irec t s e rv ic e s  to b e  a llo ca ted  to  e a c h  
co lo ca tion  code .

M ed icaid  im pacts

T h e re  a r e  in c r e a s e d  M edicaid  p ro g ram  c o s t s  an tic ip a te d  to  re su lt from o u tre a ch  e ffo rts  requ ired  a s  p a rt o f a  T itle  XXI 
p rog ram . A s p rev iou sly  identified, th e re  a r e  a n  e s tim a te d  5,553 u n in su red  ch ild ren  w ho fall b e low  100% o f p o v e r ty  who 
w ould  b e  elig ib le fo r M edicaid if th e y  app lied , T h rough  th e  o u tre a c h  effort requ ired  u n d e r Title XXI, th e  D ivision an tic ip a te s  
th a t a b o u t 40% of th e s e  u n in su red  ch ild ren  will en ro ll a s  n ew  elig ib les u n d e r Title XIX M edicaid. T h is 40% pa rtic ip a tion  ra te  
d iffe rs from  th e  80% partic ipation  ra te  a s s u m e d  in th e  orig inal S m a rt S ta r t fiscal an a ly s is . The 40% e s tim a te  is  b a s e d  on 
n ew  in fo rm ation  from  re c e n t o u tre a c h  s tu d ie s  a n d  a lso  re f le c ts  d e lay ed  im p lem en ta tion  of the T itle XXI p ro g ram . T h e  m odel 
a s s u m e s  th a t d ire c t s e rv ic e s  to ch ild ren  w ho  fall u n d e r 100% o f FPL will b e  fin an ced  u n d e r th e  M edicaid  p ro g ram  an d  the 
to ta l c o s ts  fo r th e s e  se rv ic e s  will b e  f in an ced  th rough  th e  cu rren t M edicaid  p rog ram  a t th e  M edicaid m a tch  ra te  o f 40.2% GF 
an d  59.8% FMAP. T h e s e  c o s ts  a r e  no t d ep ic te d  in this bill's fiscal n o te s  a s  th e  c o s ts  d o  not directly  re la te  to  th e  p ro p o sed  
Title XX I-based p rog ram  for u n in su red  ch ild ren  o r  th e  p ro p o s e d  M edicaid c o v e rag e  lim its for u n in su red  p re g n a n t  w om en.
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ANALYSIS (cont.):

Note:
C o s ts  p e r  Child a re  b a s e d  on FY97 date-of p a ym en t d a ta . C o s ts  ex c lu d e  Ind ian  H ealth  S e rv ice s, S ta te  P ro g ram s, API 
D isp ropo rtio n a te  S h a re  Facilities p aym en ts , a n d  M edical A s s is ta n c e  A dm inistration. T h e  d en om in a to r is th e  n u m b e r of 
elig ib le non-d isab led  ch ild ren  (52,154) a s  o f J u n e  1,1997. T h e  c o s t w a s  th e n  a d ju s te d  to re flec t an tic ip a te d  FY99 c o s t by 
multiplying t im es  1.06.

FORMULAS
"Uninsured" = "Estimated Uninsured by Federal Poverty Level" (Employee Benefits 

Research Institute) X Participation Rate (Children)

"State GF" Native Children
The model shows no State General Fund expenditures for Native 
Children who access IHS-funded services. All funding for services 
to this estimated population are 100% federally reimbursed

Other Children
This part of the uninsured children population accesses medicaid services.

Uninsured Children below 100% of the Federal Poverty Level 
The estimated General Fund costs of covering non-native children up to 100% 
of the federal poverty level is calculated by assuming the State will participate 
at (he current State Medicaid Match Rate of 40.2%.

Uninsured Children between 100% & 200% o f the Federal Povedv Level 
For the population of children between 100% and 200% of FPL, the model uses 
a formula that first calculates the total marginal cost of covering the additional 
children in each FPL category, calculates the federal portion this amount by 
multiplying by the CHI FMAP rate (71.2%). and compares this result with the total 
Alaska CHI Allotment ($5,621,510). If the federal portion of the marginal need is 
less than the Allotment amount, then the CHI GF Match rate Is used to calculate the 
State general fund needed to fund the marginal costs above above 99% FPL. If the 
federal portion of the marginal need is greater than the State’s CHI Allotment, then 
the difference between Total amount and the sum of the Total amount for below 
100% FPL and total CHI Funds. This difference is then multiplied by the 
Medicaid State GF match rate to determine the remaining GF needed.

"Federal" Native SMIOH
IHS-funded services are 100% federally reimbursed.

Other Children

Uninsured Children below 100% of the Federal Poverty Leva!
The estimated Federal portion of covering non-native children up to 100% FPL 
is calculated using the Alaska Medicaid FMAP rate of 59.2%.

Uninsured Children between 100% & 200% of the Federal Poverty Level 
Federal funds are calculated by subtracting the State GF amount for each FPL 
category from the Total amount.

’Total" = "Uninsured' X 'Cost per Child - 0-18' X 1.1 Administrative Cost Factor"

Page 4 of 5
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ANALYSIS (cont.):

The following d is tribu te s th e  Child H ealth  P rog ram  E xpend itu res by so u rc e  o f funds by adm in istra tion  an d  p rog ram  serv ices. 
T he adm in is tra tion  and  p rog ram  se rv ic e s  a re  fu rth er a llo ca ted  b e tw een  Title XIX M edicaid, Title XXI Chile H ealth  Initiative 
and  Indian H ealth  Serv ice.

iscal Year 1999: P ro jec ted  Child Health and  P reg n an t W omen Expend itu res - 200% F

Family Income Above 
Current Medicaid Standards Children 0-18 Pregnant

Women TOTAL
Uninsured 
S tale GF 
Federal

4,092 
S 2,063,301 
$ 6,704,732

781
$ 1,989,017 
$ 3,888,732

4,873 
$ 4,052,318 
510,593,464

Total S 8,768,033 $ 5,877,749 $14,645,782 •1

Source of Funds Analvsis
I GFM FMAP IHS TOTALS |

Title XIX - Medicaid 
Title XXI - Child Health Ins. 
Title XIX - IHS

$ 2,079,017 
$ 1,973,301 
S

$ 3,048,786 
$ 5,039,141 
$

$
$
$ 2,505,537

$ 5,127,802 
$ 7,012,443 
S 2,505,537

Totals $ 4,052,318 $ 8,087,927 $ 2,505,537 $14,645,782

Administration 
Title XIX - Medicaid 
Title XXI - Child Health Ins. 
Title XIX-IHS

$ 357,170 
S 219,698 
$

$ 357,170 
S 561,033 
$

$
$
$

$ 714,341 
$ 780,730 
$

Admin Totals $ 576,868 $ 918,203 $ $ 1,495,071 *

Proaram
Title XIX - Medicaid 
Title XXI - Child Health Ins. 
Title XIX-IHS

$ 1,721,846 
$ 1,753,604 
$

$ 2,691,615 
$ 4,478,108 
$

$
$
$ 2,505,537

$ 4,413,461 
$ 6,231,712 
$ 2,505,537

Program  Totals $ 3,475,450 $ 7,169,724 $ 2,505,537 $13,150,711

N otes: *1 10%  A dm inistration is Included in estim ated  total co s ts  for children

*2. IHS fund Is only available for direct program  serv ices.

The Division h a s  a s su m ed  th e  following for ca lcu la tion  o f th e  period FY00-04:
A laska 's F ed e ra l M edical A s s is ta n c e  P e rc e n ta g e  (FMAP) will con tinue  a fte r FY2000 a t  th e  e n h a n c e d  ra te  o f 59.8% b e c au se  
A laska 's C ong ress ion a l d e leg a tion  will b e  effec tive a t se cu rin g  reau tho riza tion  d u e  to e n a c tm en t o f th is legislation. It is also 
a s su m ed  th a t th e  e n h a n c ed  fed e ra l partic ipa tion  for th e  Title XXI funding will rem ain  a t th e  s am e  71.86% through  FY04.
The fiscal n o te  a lso  a s s u m e s  a n  a v e r a g e  of a  7% ex pend itu re  grow th from fiscal y e a r to fiscal year. This grow th ta k e s  into 
a c co u n t c h a n g e s  in th e  c o s t  o f m ed ica l s e rv ic e s  a s  well a s  c h a n g e s  in th e  utilization o f m ed ical s e rv ic e s  by b o th  th e  clients 
and p rov id ers for th e  Child H ealth  Initiative.

The d e ta ils  o f th e  SMART START for A lask a 's F am ilies p rog ram  a re  con ta in ed  in th e  d o cum en t "A B lueprint for A ssuring 
A d equ a te  A c c e s s  to  H ealth  C a re  for A lask a 's  U n in su red  Child ren an d  P re g n an t W om en." C op ies  a re  availab le  a t th e  
C om m iss ioner's  O ffices by calling in J u n e a u  (907-465-3030) a n d  A ncho rage  (907-269-7800).
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The Balanced Budget Act of 1997 recently p a ssed  by C ong ress c re a te s  a new Title XXI of the Social Security Act which 
allows S la te s  to u se  the new  funds approp riated  to e ither expand Medicaid eligibility for children, with an  enhanced  
federal m atch for the expansion population, or to pu rchase  health coverage, o r both. The allocation of funds Is m ade in 
the sam e  proportion of the ratio of the num ber of low-income children without insurance and the geograph ic variations in 
health costs. A laska's allocation is $5.6 million with a  federal m atch ra te of 71.86%. No more than 10% of the funding 
can be applied to adm inistrative support and  outreach. Incremental funding expanding the Medicaid program  for 
children up to 200% of the federal poverty level and p regnan t women is requested .

The direct se rv ices co sts  re la ted  to the  "Sm art S tart" initiative w ere estim ated  using a model that estim a tes the funding 
needed  to provide Medicaid coverage  to all un insured Children and P regnant W om en up to 200% of the Federal 
Poverty Level. The model is b a sed  on a num ber of assum p tions pertaining to the size and composition of the uninsured
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ANALYSIS (cont.):
popu la tio n  in A laska, th e  r a te s  o f a n tic ip a te d  pa rtic ipa tion  in a  m ed ica l in su ra n c e  p ro g ram  by this popula tion , an d  th e  co sts  
a s s o c ia te d  with p rov id ing  c o v e ra g e  fo r M ed icaid  se rv ic e s  to th e s e  p ro g ram  p a rtic ip an ts. S pec ific  a s su m p tio n s  u s e d  are:

V a ria b le s  A s su m ed  V alue
C o s ts  p e r  P a rtic ip an t E s tim a te s:

C o s t p e r  Child A g e  0-18 S 1,908
C o s t p e r  P re g n a n t W om an  $ 6,840

C h ild rens' H ea lth  In su ran c e  P ro g am  & M edicaid  M atch ing R a te s :
C h ild ren s H ealth  In su ra n c e  - FM AP R a te  71.9%

C h ild ren s  H ealth In su ra n c e  - S ta te  G F  M atch  R a te  28.1%
M edicaid  FM AP 59.8%

M edicaid  S ta te  GF M atch  R a te  40.2%

C h ild ren  H ealth  In su ran c e  P ro g ram  Funding:
C h ild ren s  H ealth  In su ra n c e  - A la sk a  A llo tm ent (est) S 5,664,899 

S ta te  C h ild ren s H ealth  In su ran c e  M atch S 2,218,345
Total C h ild ren s H ealth  In su ran c e  F u n d s  $ 7,883,244

N a tiv e  C h ild ren  Partic ipa tion  a n d  IHS Utilization:
%  o f E lig ib le Ch ild ren  B elow  200% o f FPL  W ho a r e  N ative 35.6%

% of N ative C h ild ren  W ho  U se  IHS S e rv ic e s  60.0%

E s tim a te d  P rog ram  P a rtic ip a tio n  R a te s :
Partic ipa tion  R a te  - All Ch ild ren  Y ea r 1 67.8%
Partic ipa tion  R a te  - All Ch ild ren  Y ea r 2 80.1%
Partic ipa tion  R a te  - P re g n a n t W om en  86.8%

E s tim a te d  N um ber o f U n in su red  C h ild ren  <200%  o f 6,036
E s tim a te d  N um b e r o f U n in su red  P re g n a n t W om en  >133% a n d  <200 900

P e rc e n t  o f U n in su red  P re g n an t W om en  W ho  a re  Native:
%  N ativ e  U n in su red  P reg r.an i W om en  26.4%

In add ition  to  th e  sp ec if ic  a s su m p tio n s , th e  m od e l re lie s on th e  re su lts  of a n  a n a ly s is  by E m p loy ee  B enefits R e s e a rc h  
Institu te (EBRI) w h ich  p ro v id ed  a n  e s t im a te  o f th e  d istribu tion o f th e  u n in su red  A lask a  popu la tion  by F ed e ra l P ov erty  Level 
(FPL) a n d  n u m b e r o f in su red  w ho  fall into e a c h  FPL  ca tego ry . T h e  re su lts  o f tha t a n a ly s is  a re  sum m ariz ed  below .

E m p lo y ee  B enefit R e s e a r c h  Institu te - 0 th ru  18 
U n in su red  C h ild ren  E s tim a te

Poverty  R a te Total
0-99% 5,553

100-149% 3,679
150-199% 2,357
200-249% 3.020
250-299% 2,597
300-349% 1,185
350-399% 1,529

400% & Up 3.571
To ta l U n in su r td  A laskan  Ch ild ren 23,491

The fund ing  m ode l c a lc u la te s  th e  cum u la tiv e  n i m b e r of "Sm a rt S ta r t” p a rtic ip an ts b a s e d  on  th e  e s tim a te d  n um b e r of 
ch ild ren  w ho  fall in to  FPL  c a te g o r ie s  b e tw e e n  0% an d  199%. T h e  total e s tim a te d  n u m b e r o f u n in su red  ch ild ren  w ho  fall 
below  200% o f FPL  is 11,589. An e x tim a te d  5,553 of th e  u n in su red  ch ild ren  a re  w ould  b e  en ro lled  in th e  M edicaid
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ANALYSIS (cont.):

p rog ram  if they  app lied . T h e  6,036 b a la n c e  o f u n in su red  ch ild ren  a re  ta rg e te d  u n d e r th is p roposa l. Th is n um b e r is 
su b se q u e n tly  m ultip lied by th e  P a rtic ip a tio n  R a te  for All C h ild ren  to yield an  a d ju s te d  e s t im a te  of th e  ch ild ren  w ho  would 
likely p a rtic ip a te  in th e  p ro g ram  in Y e a r 1. T h is resu lt is then  m ultip lied by two fac to rs, t h e "%  of Eligible C h ild ren  w ho  a re  
N ative" a n d  th e  "%  of N a tiv e  C h ild ren  U sing  IHS" to e s tim a te  th e  to ta l n um b e r o f u n in su re d  N ative ch ild ren  w ho  a re  
an tic ip a ted  to u s e  th e  s e rv ic e s  o f IHS p ro v id e rs  u n d e r th e  p rog ram . A final ca lcu la tion  s u b tra c ts  th a t n um b e r (un insured  . 
N ative ch ild ren  u s in g  IHS se rv ice s)  from  th e  e s tim a te d  total n u m b e r o f pa rtic ipa ting  ch ild ren  to yield th e  n um b e r o f ch ildren 
w ho w ould  g e t s e rv ic e s  from  non-IHS p rov iders.

T h e  c o s ts  p e r  e lig ib le child  n re  b a s e d  on  an  a n a ly s is  of re c e n t sp e n d in g  d a ta  from th e  M ed ic i id M an ag em en t Inform ation 
S y s tem  fo r s e rv ic e s  p ro v id ed  A FDC ch ild ren  a d ju s te d  to  re flec t e s t im a te d  c o s ts  for th e s e  s a m e  s e rv ic e s  in FY99. T h e  
e s tim a te d  n u m b e rs  of p a rtic ip a tin g  N a tiv e  a n d  non-Native ch ild ren  a re  m ultip lied by th e  p ro je c ted  c o s t p e r  elig ib le ch ild  to 
p rov ide a  total c o s t  of c o v e r a g e  fo r e a c h  o f th e s e  g roup s. T h e  m od e l e s t im a te s  th a t all s e rv ic e s  p rov ided  to elig ib le N ative 
ch ild ren  w ho  u s e  IHS p ro v id e rs  will qualify  for re im bu rsem en t th a t is 100% federa lly  funded . F und ing  for th e  s e rv ic e s  to the 
rem ain ing  popu la tion  of ch ild ren  is u n d e r  th e  C hild ren 's H ealth  In su ra n c e  P ro g ram  (Title XXI). Fo r s e rv ic e s  to  th e  
rem ain ing  non-IHS ch ild ren  b e tw e e n  100% an d  200% FPL, th e  S ta te 's  a llo ca tion  u n d e r  Title XXI is u s e d  a s  th e  funding 
so u rc e  a t  a n  e n h a n c e d  m a tch  ra te  o f 28.14% G F  an d  71.86% FFP .

In p rep a rin g  th is fisca l n o te  a n  im p lem en ta tio n  d a te  beg inn ing  O c to b e r 1,1998 w a s  a s s u m e d  for th e  en ro llm en t o f th e  first 
child. E n ro llm en t is p ro je c te d  to  in c r e a s e  a t a  month ly ra te  o f 8.7% durn ing  th e  first y ear, end ing  th e  y e a r  with a  total 
en ro llm en t o f a  p ro je c te d  4,092 ch ild ren .

U sing th e  a b o v e  a s su m p tio n s , th e  fund ing  m ode l e s tim a te s  th a t T itle XXI M edicaid c o v e ra g e  for 4,092 partic ipa ting  children 
will req u ire  $8,768.0 in to ta l e x p e n d itu re s  ($2,063.3 SGFM  / $6,704.7 F ed  Funds) fo r s e rv ic e s  an d  adm in istra tion .

D istribution o f "S m a rt S ta r t"  re la te d  fund ing  is b a s e d  on a n a ly s e s  of M edicaid  sp en d in g  for m ed ica l s e rv ic e s  p rov ided  to 
AFDC Child ren. T h e  h is to rica l e x p e n d itu re  d a ta  u s e d  c am e  from  th e  M ed icaid  M an ag em en t Inform ation S y s tem  monthly 
MR-O-91T repo rt w hich is a  s u m m a ry  o f M edicaid  sp en d in g  by M ed icaid  C a teg o ry  o f A s s is ta n c e  an d  co loca tion  co de . The 
e x p en d itu re s  u s e d  w e re  cum u la tiv e  d a te s  o f p aym en t fo r th e  p e rio d  July, 1996 th rough  O ctober, 1997. D istribu tions 
b e tw een  th e  co lo ca tion  c o d e s  w e re  c a lc u la te d  se p a ra te ly  for e a c h  o f th e  M edicaid P ro g ram  c om p o n en ts  (Medicaid Non- 
Facilities, M ed icaid  Facilities, a n d  M ed icaid  Ind ian H ealth  S erv ices) . N o d is tribu tion s w e re  m a d e  for e ith e r AFDC Children 
to M edicaid  W a iv e red  S e rv ic e s  a s  nc sp en d in g  o c cu rre d  during th e  o b s e rv e d  pe riod  in th a t c om pon en t for th e s e  g roup s.

T h e  total p ro je c te d  FY99 e x p e n d itu re s  fo r d irec t s e rv ic e s  to u n in su re d  ch ild ren  ($7,807.3 Total Funds, $1,753.6 GFM) w as 
multiplied by th e  p r  c e n ta g e  d is trib u tion  b e tw e en  th e  com pon en is , a n d  th a t re su lt w a s  multip lied by th e  p e rc e n ta g e  
d istribu tion a c r o s s  e a c h  re le v a n t co lo ca tion  c o d e  to d e te rm in e  th e  am ou n t o f d irec t s e rv ic e s  to b e  a llo ca ted  to e a c h  
co loca tion  code .

M edicaid Im pac ts

T h e re  a r e  in c re a s e d  M ed icaid  p ro g ram  c o s ts  an tic ip a ted  to re su lt from  o u tre a c h  e ffo rts  requ ired  a s  p a rt of a  Title XXI 
prog ram . As p rev iou sly  iden tified , th e r e  a re  a n  e s tim a ted  5,553 u n in su red  ch ild ren  w ho  fall be low  100% of poverty  w ho 
would b e  elig ib le for M ed icaid  if th ey  app lied . Through  the  o u tre a c h  effo rt requ ired  u n d e r  Title XXI, th e  D ivision an tic ip a te s  
tha t a b o u t 40% of th e s e  u n in su re d  ch ild ren  will enroll a s  n ew  e lig ib les u n d e r Title XIX M edicaid . T h is 40% partic ipa tion  ra te 
differs from  th e  80% pa rtic ip a tio n  ra te  a s s u m e d  in th e  original S m a r t S ta r t fiscal an a ly s is . T h e  40% e s tim a te  is b a s e d  on 
new  in fo rm ation  from  re c e n t o u tr e a c h  s tu d ie s  a n d  a lso  re flec ts  d e la y ed  im p lem en ta tio n  of th e  Title XXI prog ram . T h e  model 
a s s u m e s  th a t d ire c t s e rv ic e s  to  ch ild ren  w ho fall u n d e r 100% o f FPL  will b e  fin anced  u n d e r th e  M edicaid p ro g ram  an d  the 
total c o s t s  for th e s e  s e rv ic e s  will b e  fin an ced  th rough  th e  c u rren t M edicaid p rog ram  a t  th e  M edicaid  m a tch  ra te  of 40.2% GF 
and  59.8% FMAP. T h e s e  c o s t s  a re  n o t d ep ic te d  in this bill's fisca l n o te s  a s  th e  c o s ts  d o  no t directly  re la te  to th e  p ro p o sed  
Title XXI-based p ro g ram  for u n in su re d  ch ild ren  o r the p ro p o sed  M edicaid  c o v e ra g e  lim its for u n in su red  p re g n an t w om en.
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ANALYSIS (cont.):

Note:
C o s ts  p e r  Child a r e  b a s e d  on  FY97 date-of p aym en t da ta . C o s ts  e x c lu d e  Indian H ealth  S e rv ice s , S ta te  P ro g ram s, API 
D isp ropo rtio n a te  S h a r e  F ac ilitie s  p aym en ts , and  M edical A s s is ta n c e  A dm in istra tion . T h e  d enom in a to r is th e  n u m b e r of 
eligible non-d isab led  ch ild ren  (52,154) a s  o f J u n e  1, 1997. T h e  c o s t  w a s  th en  a d ju s te d  to  reflec t an tic ip a ted  FY99 c o s t by 
multiplying t im es  1.06.

FORMULAS
"U ninsured" = "E stim a ted  U nin su red  by F ed era l P overty  Level" (E m ployee B enefits 

R e s e a rc h  Institu te) X Partic ipation  R a te  (Children)

"S ta te  G F" Native Children
T he m o d e l sh o w s  no  S ta te  G e n e ra l F und  ex p en d itu res  for N ative 
C hildren  w ho a c c e s s  IH S -funded  se rv ice s . All funding for s e rv ic e s  
to this e s tim a te d  p opu lation  a re  100%  federally re im bursed

Other Children
This p a rt of th e  u n in su red  children  population a c c e s s e s  m ed icaid  se rv ices.

Uninsured Children below 100% of the Federal Poverty Level 
T h e e s tim a te d  G e n e ra l F un d  c o s ts  of covering n on-native  ch ildren  up to 100%  
of th e  fed era l pov erty  level is  ca lcu la ted  by assu m in g  the  S ta te  will partic ipate  
a t th e  cu rren t S ta te  M edicaid  M atch R a te  of 40.2% .

Uninsured Children between 100% & 200% o f the Federal Poverty Level 
F or th e  popu lation  of ch ildren  b e tw een  100%  an d  200%  of FPL, th e  m odel u s e s  
a form ula that first c a lc u la te s  th e  total m arginal co s t of covering  th e  additional 
ch ildren  in e a c h  FPL  ca teg o ry , c a lcu la te s  the  federal portion this am ou nt by 
multiplying by th e  CHI FMAP ra te  [71.2% ], and  co m p a re s  this re su lt with th e  total 
A laska CHI A llotm ent ($5 ,62 1 ,51 0 ). If the federa l portion of th e  m arginal n e e d  is 
le s s  th a n  th e  A llotm ent am o unt, then  th e  CHI G F  M atch ra te  is u se d  to ca lcu la te  the 
S ta te  g e n e ra l fund n e e d e d  to fund th e  m arginal c o s ts  ab o v e  a b o v e  99%  FPL. If the  
fed era l portion of th e  m arginal n e ed  is g re a te r  th an  the  S la te 's  CHI A llotm ent, then  
the  d ifferen ce  b e tw e e n  Total am o u nt and  the  su m  of th e  Total am o u n t for below  
100%  F P L  an d  total CHI F u n d s. This difference is th en  m ultiplied by the 
M edicaid  S ta le  G F  m a tch  ra le  to d e term ine  th e  rem aining G F  n e ed e d .

"F ederal"  Native Children
IH S -funded  se rv ic e s  a re  100%  federally  re im bursed .

Qifrir Chilian
Uninsured Children below 100% o f the Federal Poverty.Level
T he e s tim a te d  F ed e ra l portion of covering  non-native children  up  to 100%  FPL
is ca lcu la ted  u sing  th e  A lask a  M edicaid  FMAP ra le  of 59.2% .

Uninsured Children between 100% & 200% o f the Federal Poverty Level 
F ed e ra l funds a re  c a lcu la ted  by sub tracting  the  S la te  G F am o u nt for e a c h  FPL 
c a te g o ry  from th e  T otal am ou nt.

'T o tal"  = "U ninsured ’ X 'C o st p e r  Child - 0 -1 8 ' X 1.1 A dm inistrative C o s t Factor"
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ANALYSIS ( con t) :

The following d is trib u tes th e  Child H ealth  P rog ram  E xpend itu res by so u rc e  o f fund s by adm inistra tion  and  p rog ram  se rv ices . 
T he adm in istra tion  an d  p rog ram  se rv ic e s  a re  fu rther a llo ca ted  b e tw e e n  Title XIX M edicaid, Title XXI Child H ealth Initiative 
and Indian H ealth  Serv ice.

Iscal Year 1999: P ro jec ted  Child Health and P regn an t W om en Expend itu res - 200% FPL

Family Income Above 
Current Medicaid S tandards Children 0-18 Pregnant

Women TOTAL •

Uninsured 4.092 781 4,873
State GF $ 2,063,301 $ 1,989,017 $ 4,052,318
Federal S 6,704,732 $ 3,888,732 S10.593.464
Total $ 8,768,033 $ 5,877,749 $14,645,782 *1

Source of Funds Analysis
GFM FMAP IHS TOTALS

Title XIX - Medicaid $ 2.079,017 $ 3,048 786 $ $ 5,127,802
Title XXI - Child Health Ins. S 1,973,301 $ 5,039,141 S $ 7,012,443
Title XIX - IHS $ $ $ 2.505,537 $ 2,505.537

Totals $ 4,052,318 $ 8,087,927 $ 2,505,537 $14,645,782 *1

Administration
Title XIX - Medicaid $ 357,170 $ 357,170 $ $ 714,341
Title XXI - Child Health Ins. S 219,698 $ 561,033 $ S 780,130
Title XIX-IHS S $ S s  • -

Admin Totals $ 576,868 $ 918,203 $ S 1,495.071 *2

Program
Title XIX - Medicaid $ 1,721,846 $ 2,691,615 $ $ 4,413,461
Title XXI - Child Health Ins. $ 1,753,604 $ 4,478,108 $ S 6,231,712
Title XIX - IHS S $ S 2.505,537 $ 2,505,537

Program Totals S 3,475,450 $ 7,169,724 $ 2,505,537 $13,150,711

N otes: *1 10%  Adm inistration is included in estim ated  total co s ts  for children

*2. IHS fund Is only available for d irect program  se rv ices .

The Division h a s  a s s u m e d  th e  following for calcu lation o f th e  pe riod  FYOO-04:
A laska's F ed era l M edical A ss is ta n c e  P e rc e n ta g e  (FMAP) will c on tinu e  a fte r FY2000 a t th e  e n h an c ed  ra te  of 59.8% b e c a u se  
A laska's C ong ress ion a l d e leg a tion  will b e  effective a t secu ring  reau tho riza tion  d ue  to e n a c tm en t of this legislation. It is also 
a s su m ed  th a t the e n h a n c ed  fed e ra l partic ipation  for th e  Title XXI funding will rem ain  a t th e  s am e  71.86% th rough  FY04.
The fiscal n o te  a lso  a s s u m e s  an  a v e ra g e  o f a  7% expend itu re  g row th  from fiscal y e a r to fiscal year. Th is grow th ta k e s  into 
a ccoun t c h a n g e s  in th e  c o s t o f m ed ica l se rv ic e s  a s  well a s  c h a n g e s  in th e  utilization o f m ed ica l se rv ice s  by both the c lients 
and p rov iders for th e  Child H ealth  Initiative.

The d e ta ils  o f the SMART START for A laska 's  Fam ilies p r  g ram  a re  co n ta in ed  in th e  d o cum en t "A Blueprint for A ssu ring  
A dequ a te  A c ce s s  to H ealth  C a re  for A laska 's  U n insu red  Children an d  P re g n an t W om en ." C op ies a re  availab le a t th e  
C om m issioner's O ffices by calling in J u n e a u  (907-465-3030) a n d  A ncho rage  (907-269-7800).

Page 5 of 5



F I S C A L  N O T E

evision D ate:

STATE OF ALASKA
1998 LEGISLATIVE SESSION

‘o h *
B IL l ,  i> 0 . C S H B 3 9 6 (F

<2%
N )am

> V J

Title: An Act relating to Medicaid coverage for certain
eligible children and pregnant women;________________________

S p o n so r: Senate Rutes by Request o f  the Governor________
R eq u es to r: Senate Finance_________ _______________

D ept. A ffec ted : Health and Social Services 
BRU: Medical Assistance

Component: Medicaid Non-Facility 
COMPONENT SERIAL NO. 229

Expend itu res/R evenu es:

S e e  a l s o  ( S N # ) :  226 0 , 9 6 0 .2 3 0  

(T h o u s a n d s  o f D ollars)
O P E R A T IN G FY99 FY00 FY01 FY02 FY03 FY04

PE R S O N A L  S E R V IC E S
TRAVEL
CONTRACTUAL
S U P P L IE S
EQ U IPM EN T
LAND & S T R U C T U R E S
G RA N TS, CLAIMS
M ISCELLA N EO U S

7 ,1 7 4 .4 8 ,4 9 2 .7 9 ,0 8 7 .2 9 ,7 2 3 .3 1 0 ,4 0 4 .0 1 1 ,1 3 2 .3

TOTAL O PE R A T IN G 7,174.4 8,492.7 9,087.2 9,723.3 10,404.0 11,132.3

CAPITAL E X P E N D IT U R E S I I I h  r " t ■ i
CH A N G ES IN R E V E N U E S  ( ) I i i i i i
FUND SOURCE (T h o u s a n d s  o f D ollars)

1002 F ed e ra l R e c e ip ts
1003 G F M atch
1004 G F
1005 G F /P ro g ram  R e c e ip ts  
1037 G F /M ental H e a lth  
O th e r (p le a s e  spec ify )

4 ,8 3 2 .1 5 ,7 5 6 .7 6 ,1 5 9 .7 6 ,5 9 0 .9 7 ,0 5 2 .3 7 ,5 4 6 .0
2 ,3 4 2 .4 2 ,7 3 5 .9 2 ,9 2 7 .5 3 ,1 3 2 .4 3 ,3 5 1 .7 3 ,5 8 6 .3

TOTAL 7,174.4 8,492.7 9,087.2 9,723.3 10,404.0 11,132.3

POSITIONS:
FULL-TIME
PART-TIM E
TEM PO RA RY

Estimate of any cu rren t year (FY98) cost: $0.0

ANALYSIS: (Attach a sep a ra te  page if necessary)

The Balanced Budget Act o f 1997 recently p a ssed  by C ong ress c re a te s  a  new  Title XXI of the  Social Security Act which 
allows S ta te s  to u s e  the new  funds appropriated to e ither expand  Medicaid eligibility for children, with an  enhanced 
federal m atch for th e  expansion population, or to pu rchase  health coverage, o r both. The allocation of funds is m ade in 
the sam e  proportion of the  ratio of the num ber of low-income children without insu rance and the geographic variations in 
health costs. A laska's allocation is $5.6 million with a  federal m atch ra te  of 71.86%. No m ore than 10% of the funding 
can be applied to adm inistrative support and  outreach. Increm ental funding expanding the Medicaid program  for 
children up to 200% of the federal poverty level and p regnan t wom en is requested .

The direct se rv ices co sts  related to the "Sm art S tart" initiative w ere es tim ated  using a  model that e stim ates the funding 
needed to provide Medicaid coverage  to all uninsured Children and  P regnan t W om en up to 200% of the Federal 
Poverty Level. T he model is b a se d  on a num ber of assum p tions pertain ing to the size and composition of the uninsured
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ANALYSIS (cont.): ~ ------------------------------------------------------------- --------------------------
popu la tio n  in A laska, th e  ra te s  of an tic ip a ted  pa rtic ipa tion  in a  m ed ica l in s u ra n c e  p rog ram  by th is population, an d  th e  c o s ts  
a s s o c ia te d  with p rov id ing  c o v e ra g e  for M edicaid  s e rv ic e s  to th e s e  p ro g ram  partic ipan ts. S pec ific  a s sum p tio n s  u s e d  a re :

V a riab le s  A s su m ed  V alu e
C o s ts  p e r P a rtic ip an t E s tim a te s :

C o s t p e r  Child A ge 0-18 $  1,908
C o s t p e r  P re g n a n t W om an  $ 6,840

Ch ild rens' H ealth  In su ran c e  P ro g am  & M ed icaid  M atch ing R a tes :
C h ild ren s H ea lth  In s u ra n c e  - FMAP H a te  71.9%

C h ild ren s H ealth  In su ra n c e  - S ta te  GF M atch R a te  28.1%
M edicaid FMAP 59.8%

M ed ica id  S ta te  G F  M atch R a te  40.2%

C hild ren H ealth  In su ran c e  P ro g ram  Funding:
C h ild ren s H ealth  In s u ra n c e  - A la sk a  A llo tm ent (est) $ 5,664,899

S ta te  C h ild re n s  H ealth  In su ran c e  M atch $ 2,218,345
Total C h ild ren s  H ealth  In su ran c e  F u nd s  $ 7,883,244

N ative Child ren  P a rtic ipa tion  a n d  IHS Utilization:
%  of Eligible Ch ild ren  B elow  200% o f FPL  W ho  a r e  N ative 35.6%

%  o f N ative C h ild ren  W ho  U se  IHS S e rv ic e s  60.0%

E stim a ted  P ro g ram  P a rtic ip a tio n  R a te s :
P a rtic ip a tio n  R a te  - Ali C h ild ren Y e a r 1 67.8%
Partic ip a tion  R a te  - All Ch ild ren  Y e a r 2 80.1%
P artic ip a tio n  R a te  - P re g n a n t W om en  86.8%

E stim a ted  N um ber o f U n in su red  C h ild ren  <200% or 6,036
E s tim a te d  N um be r o f U n in su red  P re g n a n t  W om en  >133%  and  <200 900

P e rc e n t o f U n in su red  P re g n a n t W om en  W ho  a re  Native:
%  N ativ e U n in su red  P re g n a n t W om en  26.4%

In add ition  to  th e  sp ec if ic  a s su m p tio n s , th e  m ode l re lie s on th e  re su lts  o f a n  an a ly s is  by E m p loy ee  B enefits  R e s e a rc h  
In stitu te  (EBRI) w h ich  p rov id ed  a n  e s t im a te  o f th e  d istribu tion  o f th e  u n in su red  A lask a  popu la tion  by F ed e ra l P ov erty  Level 
(FPL) a n d  n u m b e r o f in su red  w ho fail into e a c h  FPL  ca tego ry . T h e  re su lts  o f th a t an a ly s is  a re  sum m ariz ed  below .

Em p loy ee  Benefit R e s e a r c h  In stitu te  - 0 thru 18 
U n in su red  C h ild ren  E s tim a te

Poverty  R a te Total
0-99% 5,553

100-149% 3,679
150-199% 2,357
200-249% 3.02G
250-299% 2,597
300-349% 1,185
350-399% 1,529

400% & Up 3,571
To ta l U n in su red  A lask an  C h ild ren 23,491

T h e  fund ing  m od e l c a lc u la te s  th e  cum u la tiv e  n um b e r o f "Sm a rt S ta r t” p a rtic ip an ts  b a s e d  on th e  e s tim a te d  n um b e r of 
ch ild ren  w h o  fall in to  FPL  c a te g o r ie s  b e tw e en  0% an d  199%. T h e  total e s tim a te d  n um b e r o f u n in su red  ch ild ren  w ho  fall 
b elow  200% of FPL  is 11,589. An ex tirp a ted  5,553 o f th e  u n in su re d  ch ild ren  a re  would b e  en ro lled  in th e  M edicaid
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ANALYSIS (cont.):

p ro g ram  if th e y  app lied . T h e  6.036 b a la n c e  o f u n in su red  ch ild ren  a r e  ta rg e te d  u n d e r th is p ro po sa l. T h is n um b e r is 
s u b se q u e n tly  m ultip lied by th e  P artic ipa tion  R a te  for All C h ild ren  to  yield a n  a d ju s te d  e s tim a te  of th e  ch ild ren  w ho  w c jld  
likely p a r tic ip a te  in th e  p ro g ram  in Y ea r 1. Th is re su lt is th en  m ultip lied  by two fac tors, t h e "%  of E lig ible C h ild ren  w ho  a re  
N ative" ar.d  t h e "%  of N ative C h ild ren  U sing IHS" to  e s t im a te  th e  to ta l n u m b e r of u n in su red  N ative ch ild ren  w ho a r e  
a n tic ip a ie d  to  u s e  th e  s e rv ic e s  of IHS p ro v id e rs  u n a e r  th e  p ro g ram . A final ca lcu la tio n  s u b tra c ts  th a t n u m b e r (un in su red  
N ative ch ild ren  u s in g  IHS se rv ice s)  from  th e  e s t im a te d  to ta l n u m b e r  o f partic ipa ting  ch ild ren  to yield th e  n um b e r o f ch ild ren  
w ho w ou ld  g e t  s e rv ic e s  from non-IHS p rov iders.

T h e  c o s t s  p e r  elig ib le child a re  b a s e d  on a n  a n a ly s is  of re c e n t sp e n d in g  d a ta  from  th e  M ed icaid  M an ag em en t In fo rm ation  
S y s tem  for s e rv ic e s  p rov id ed  AFDC ch ild ren  c d ju s te d  to  re flec t e s t im a te d  c o s ts  for th e s e  s a m e  s e rv ic e s  in FY99. T h e  
e s tim a te d  n u m b e rs  o f partic ipa ting  N ative a n d  non-Native ch ild ren  a re  m ultip lied by th e  p ro je c ted  c o s t  p e r  elig ib le child  to 
p rov ide  a  to ta l c o s t o f c o v e ra g e  for e a c h  o f th e s e  g ro up s . T h e  m od e l e s t im a te s  th a t all s e rv ic e s  p rov id ed  to  e lig ib le  N ative 
ch ild ren  w ho  u s e  IHS p rov id e rs  will qualify fo r re im b u rs em en t th a t is  100% federa lly  funded . F und ing  for th e  s e rv ic e s  to th e  
rem ain ing  popu la tio n  o f ch ild ren  is u n d e r th e  C h ild ren 's H ea lth  In su ra n c e  P ro g ram  (Title XXI). F o r s e rv ic e s  to  th e  
rem ain ing  non-IHS ch ild ren  b e tw e en  100% a n d  200% FPL, th e  S ta te 's  a llo ca tion  u n d e r Title XXI is u s e d  a s  th e  fund ing  
s o u rc e  a t a n  e n h a n c e d  m a tch  ra te  o f 28.14% G F  a n d  71.86% FFP .

In p rep a rin g  th is fisca l n o te  a n  im p lem en ta tion  d a te  b eg in n in g  O c to b e r  1, 1998 w a s  a s s u m e d  fo r th e  en ro llm en t o f th e  first 
child. E n ro llm en t is p ro je c ted  to in c r e a s e  a t a  m on th ly  ra te  o f 8.7% durn ing  th e  first year, end ing  th e  y e a r  with a  to ta l 
en ro llm en t o f a  p ro je c te d  4,092 ch ild ren .

U sing th e  a b o v e  a s sum p tio n s , th e  fund ing  m ode l e s t im a te s  th a t T itle XXI M ed icaid  c o v e ra g e  for 4,092 p a rtic ip a tm g  ch ild ren  
will re q u ire  $8,768.0 in to tal e x p e n d itu re s  ($2,063.3 SG FM  / $6,704.7 F ed  Funds) fo r s e rv ic e s  a n d  adm in is tra tion .

D istribution o f "S m a rt S ta rt"  re la ted  funding is b a s e d  on  a n a ly s e s  o f M ed icaid  sp en d in g  for m ed ica l s e rv ic e s  p ro v id ed  to 
AFDC C h ild ren . T h e  h isto rical e x p en d itu re  d a ta  u s e d  c am e  from  th e  M ed icaid  M an ag em en t Inform ation Sys;3m  m on th ly  
MR-0-91T rep o rt w h ich  is a  sum m ary  of M edicaid  sp en d in g  by M ed icaid  C a teg o ry  o f A s s is ta n c e  a n d  co lo ca tion  c o d e . T he 
e x p e n d itu re s  u s e d  w e re  cum u la tiv e  d a te s  o f p a ym en t for th e  p e rio d  July, 1996 th rough  O ctober, 1997. D istribu tion s 
b e tw e en  th e  co lo ca tion  c o d e s  w e re  c a lc u la te d  s e p a ra te ly  fo r e a c h  o f th e  M ed icaid  P ro g ram  com p o n en ts  (M edicaid Non- 
Facilities, M ed ica id  Facilities, a n d  M ed icaid  Ind ian  H ealth  S e rv ice s) . No d is tribu tion s w e re  m a d e  fo r e ith e r AFDC Ch ild ren  
to M ed icaid  W a iv e re d  S e rv ic e s  a s  n o  sp en d in g  o c cu rre d  du ring  th e  o b s e rv e d  p e riod  in th a t c om p o n en t for th e s e  g ro u p s .

T h e  to ta l p ro je c te d  FY99 ex p e n d itu re s  for d ire c t s e rv ic e s  to  u n in su re d  ch ild ren  ($7,807.3 Total F und s, $1,753.6 GFM) w a s  
multiplied by th e  p e rc en tag e ' d istribu tion  b e tw e en  th e  c om p o n en ts , a n d  th a t re su lt w a s  multip lied by th e  p e rc e n ta g e  
d istribu tion  a c r o s s  e a c h  re lev an t co lo ca tion  c o d e  to  d e te rm in e  th e  am o u n t o f d irec t s e rv ic e s  to b e  a llo c a ted  to e a c h  
co lo ca tion  co d e .

M ed icaid  Im p ac ts

T h e re  a r e  in c r e a s e d  M ed icaid  p ro g ram  c o s ts  an tic ip a ted  to re su lt from  o u tre a c h  e ffo rts req u ired  a s  p a r t o f a  Title XXI 
p rog ram . A s p rev iou s ly  identified, th e re  a re  a n  e s tim a te d  5,553 u n in su re d  ch ild ren  w ho  fall be low  100% o f p ov e rty  w ho 
would b e  elig ib le for M ed icaid  if th ey  app lied . T h rough  th e  o u tre a c h  effort req u ired  u n d e r Title XXI, th e  D ivision a n tic ip a te s  
that a b o u t 40%  of th e s e  u n in su red  ch ild ren  will en ro ll a s  n ew  e lig ib le s  u n d e r T itle XIX M edicaid . T h is 40% partic ipa tion  ra te  
d iffers from  th e  80% partic ipa tion  ra te  a s s u m e d  in th e  o rig inal S m a r t  S ta r t fisca l an a ly s is . T h e  40% e s tim a te  is b a s e d  on 
new  in fo rm ation  from  re c e n t o u tre a c h  s tu d ie s  a n d  a lso  re f le c ts  d e la y e d  im p lem en ta tio n  of th e  Title XXI p rog ram . T h e  m odel 
a s s u m e s  th a t d irec t s e rv ic e s  to ch ild ren  w ho  fall u n d e r 100% of FPL  will b e  fin an ced  u n d e r th e  M edicaid  p rog ram  an d  the  
total c o s ts  fo r th e s e  s e rv ic e s  will b e  f in an ced  th rough  the  c u rre n t M ed icaid  p ro g ram  a t th e  M ed icaid  m a tch  ra te  o f 40.2% GF 
and  59.8% FMAP. T h e s e  c o s ts  a r e  no t d ep ic te d  in th is bill's fisca l n o te s  a s  th e  c o s ts  do  no t directly  re la te  to th e  p ro p o se d  
Title X X I-based p ro g ram  for u n in su red  ch ild ren  o r th e  p ro p o se d  M ed icaid  c o v e ra g e  lim its for u n in su red  p re g n an t w om en .
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ANALYSIS (cont.):

Note:
C o s ts  p e r  Child a re  b a s e d  on FY97 date-of p aym en t d a ta . C o s ts  e x c lu d e  Indian H ealth  S e rv ice s, S ta te  P ro g ram s, API 
D isp ro p o rtio n a te  S h a re  Facilities p aym en ts , an d  M edical A s s is ta n c e  A dm in istra tion . T h e  d enom in a to r is th e  n u m b e r of 
elig ib le non-d isab led  ch ild ren  (52,154) a s  o f J u n e  1,1997. T h e  c o s t w a s  th e n  ad ju s ted  to  reflec t an tic ip a ted  FY99 c o s t by 
multiplying t im es  1.06.

FORM ULAS
"U ninsured” = "E stim ated  U ninsured  by F ed era l P o verty  Level" (E m ployee B enefits 

R e s e a rc h  Institute) X Participation R a te  (C hildren)

"S ta te  G F" Native Children
T he m odel sh o w s no S ta te  G en era l Fund  ex pen d itu re s  for N ative 
C hildren  w ho a c c e s s  IH S-funded se rv ic e s . All funding for s e rv ic e s  
to this e stim a ted  population a re  100%  federally  re im bursed

Other Children
This p a rt of the  u n in su red  children population  a c c e s s e s  m ed ica id  se rv ice s .

Uninsured Children below 100% o f the Federal Poverty Level 
T he e stim a ted  G enera l F und  c o s ts  o f covering  non-native ch ild ren  up to 100%  
of th e  federal poverty  level is ca lcu la ted  by assu m in g  the  S ta te  will partic ipate  
a t th e  cu rren t S ta te  M edicaid M atch R a te  of 40 .2% .

Uninsured Children between 100% & 200% o f the ~- ^ ralJDQverly.L9.val 
For th e  population of children b e tw een  100%  an d  200%  o f FPL, th e  m odel u s e s  
a  form ula that first ca lcu la tes  the total m arginal c o s t of covering  th e  additional 
children  in e a c h  FPL ca tego ry , c a lcu la te s  the  federal portion this am o u nt by 
multiplying by th e  CHI FMAP ra te  [71.2% ], an d  c o m p ares  th is re su lt with th e  total 
A laska  CHI Allotm ent ($5 ,621 ,510). If the  federal portion of th e  m arginal n e e d  is 
le s s  th an  the  A llotm ent am ount, then  th e  CHI G F M atch ra te  is u s e d  to ca lcu la te  the 
S la te  g enera l fund n e e d e d  to fund th e  m arginal c o s ts  ab o v e  a b o v e  99%  FPL. If the 
fed era l portion of the m arginal n e ed  is g re a te r  than  the S ta te 's  CHI A llotm ent, then  
th e  d ifference b e tw een  Total am o u n t an d  th e  su m  of the Total am o u n t for below  
100%  FPL and  total CHI F un ds. T his d ifference is then  m ultiplied by the  
M edicaid S ta te  G F  m atch  ra te  to d e te rm ine  th e  rem aining G F  n e ed e d .

"F ed era l"  Natl'Yd C tlM nn
IH S-funded se rv ic e s  a re  100%  federally  re im bursed .

Other Children

Uninsured Children below 100% o f the Federal Poverty Lave/
T he  estim ated  F ed era l portion of covering  non-native  ch ildren  up  to 100%  FPL 
is ca lcu la ted  u sing  the  A laska M edicaid  FMAP ra te  of 59.2% .

Uninsured Children between 100% & 200% of the Federal P o v e r iy jr  r il l 
F ed e ra l funds a re  ca lcu la ted  by su b tracting  th e  S ta te  G F a m o u n t for e a c h  FPL 
ca teg o ry  from the  Total am ount.

'T o ta l"  = "U ninsured ' X 'C ost p e r  Child - 0 -1 8 ' X 1.1 A dm inistrative C o s t F a c to r
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ANALYSIS (cont.):

T he  following d is tribu tes th e  Child H ealth  P ro g ram  E xpend itu res by so u rc e  of funds by adm in istra tion  a n d  p rog ram  serv ices. 
T he adm in istra tion  and  p rog ram  se rv ic e s  a re  fu rther a llo ca ted  b e tw een  Title XIX M edicaid. Title XXI Child H ealth  Initiative 
and  Indian Health S erv ice.

seal Year 1999: Projected Child Health and Pregnant Women Expenditures - 200% FPL

Family Income Above 
Current Medicaid Standards Children 0-18 Pregnant

Women TOTAL
Uninsured 4,092 781 4,873
State GF $ 2,063,301 S 1,989,017 S 4,052,318
Federal $ 6,704,732 5 3,888,732 510,593,464
Total $ 8,768.033 $ 5,877,749 $14,645,782 •1

Source of Funds Analysis
GFM j FMAP IHS TOTALS

Title XIX - Medicaid S 2,079,017 $ 3,048,786 $ $ 5,127,802
Title XXI - Child Health Ins. $ 1,973,301 $ 5,039,141 $ $ 7,012,443
Title XIX - IHS S $ $ 2,505,537 $ 2,505,537

Totals $ 4,052,318 $ 8.087,927 $ 2,505,537 $14,645,782 *1

Administration
Title XIX - Medicaid $ 357,170 S 357,170 $ $ 714,341
Title XXI - Child Health Ins. $ 219,698 $ 561,033 $ $ 780,730
Title XIX-IHS S $ $ $

Admin Totals $ 576,868 $ 918,203 5 $ 1,495,071 *2

Proaram
Title XIX - Medicaid $ 1/-1,846 $ 2,691,615 S $ 4,413,461
Title XXI - Child Health Ins. $ 1,753,604 $ 4,478,108 $ $ 6,231,712
Title XIX-IHS $ $ $ 2,505,537 $ 2,505,537

Program Totals $ 3,475,450 $ 7,169,724 $ 2,505,537 $13,150,711

N otes: *1 10%  A dm inistration is included In estim ated  total c o s ts  for children

"2. IHS fund is only available for d irec t program  serv ices.

The Division h a s  a s su m ed  th e  following fo r calcu la tion  o f the p e riod  FY00-04:
A laska 's F ed e ra l M edical A ss is ta n c e  P e rc e n ta g e  (FMAP) will co n tinu e  a fte r FY2000 a t th e  e n h an c ed  ra te  o f 59.8% b e c a u se  
A laska 's C ong re ss ion a l d e leg a tion  will b e  e ffec tive a t secu rin g  reau tho riza tion  d u e  to e n ac tm en t o f this legislation. It is a lso  
a s s u m ed  tha t th e  e n h a n c ed  fede ra l partic ipation  for th e  Title XXI funding will rem ain  a t th e  sam e  71.86% through FY04.
The fiscal no te  a lso  a s s u m e s  an  a v e ra g e  of a  7% expend itu re  g row th from fiscal y ea r to fiscal year. Th is grow th ta k e s  into 
acco u n t c h a n g e s  in th e  c o s t of m ed ical s e rv ic e s  a s  well a s  c h a n g e s  in th e  utilization of m edical se rv ic e s  by both th e  c lients 
and  p rov iders for the Child H ealth  Initiative.

The d e ta ils  of th e  SMART START for A lask a 's  Fam ilies p rog ram  a re  con ta in ed  in the d o cum en t "A B lueprint for A ssu ring  
A d equ a te  A c ce s s  to H ealth  C a re  for A lask a 's  U n insu red  Children an d  P re g n an t W om en ." C op ies a re  availab le  a t th e  
C om m iss ioner's  O ffices by calling in J u n e a u  (907-465-3030) a n d  A ncho rag e  (907-269-7800).
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APPROPRIATION: 1997 FISHERY DISASTER

“An Act m aking an appropria tion  for relief of the 1997 fishery disaster in Bristol Bay and on the Kuskokwim River; 
and providing for an  effective date.”

recommends ii be replaced
with the following committee substitute

[ J additional referral t o _______________
[ J attached amendment(s)

ADOPTS:____________________________

IS  f F l v )

Committee

Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dff0 APPROVES PREVIOUS:
f J fiscal note(s) _________________  [ ] fiscal note(s) __________

[ ] the same title 
[ ] a new tide

[ J zero fiscal note(s)   [ ] zero fiscal note(s)

SIGNING W ITH  RECOMMENDATIONS



WORK DRAFT WORK DRAFT WORK DRAFT

\  0-LS1399\F

" ' Utermohle
3/4/98

CS FOR HOUSE BELL NO. 370(FIN)

IN TH E LEGISLATURE OF THE STATE OF ALASKA

TW ENTIETH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:
Funding Information: General Fund $1,480,634

Other Funds 7,394.366
$8,875,000

Sponsors): HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

A BELL 

FOR AN ACT ENTITLED 

"An Act making appropriations for relief olf the 1997 economic disaster in Bristol 

Bay and on the Kuskokwim River; and providing for r  effective date." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FIND ING S AND PURPOSE, (a) The legislature finds that the following 

com m unities were adversely affected by the 1997 economic disaster in the Bristol Bay and 

Kuskokwim  River regions:

(1) Bristol Bay region: Aleknagik, Chignik, Chignik Lagoon, Chignik Point, 

Clarks Point, D illingham, Egegik, Ekuk, Ekwok, Igiugig, Eiamna, Ivanof Bay, King Salmon, 

Kokhanok, Koliganek, Levelock, Manokotak, Naknek, New Stuyahok, Newhalen, Pedro Bay, 

Perryville, Pilot Point, Port Alsworth, Port Heiden, Portage Creek, South Naknek, Togiak, 

Twin Hills, and Ugashik;

(2) Kuskokw im  River region: Akiachak, Akiak, Aniak, Atm autluak, Bethel, 

Chefomak, Chuathbaluk, Crooked Creek, Eek, Goodnews Bay, Kasigluk, Kipnuk, Kongiganak, 

Kwethluk, Kwigillingok, Low er Kalskag, Napakiak, Napaskiak, Nunapitchuk, Oscarville,

-1- CSHB 370(FIN)
New Text: Underlined [DELETED TEXT BRACKETED]



1

2

3
4
5
6
7
8 
9

10

11
12
13
14
15
16
17
18

Quinhagak, Red Devil, Sleetmute, Stony River, Tuluksak, Tuntutuliak, and U pper Kalskag.

(b) The purpose o f this Act is to appropriate federal money that is anticipated to be 

received under the disaster declaration portion of the Magnuson-Stevens Fishery Conservation 

and M anagem ent Act (16 U.S.C. 1801 - 1883) applicable to the Bristol Bay and the 

Kuskokwim  River regions.

* Sec. 2. The sum o f $1,866,667 is appropriated to the disaster relief fund (AS 26.23.300) 

for loans to fishermen affected by the 1997 Bristol Bay and Kuskokwim River economic 

disaster from the following sources:

Com m ercial fishing revolving loan 

fund (AS 16.10.340) $ 394,367

Federal receipts 1,472,300

* Sec. 3. The sum of $7,008,333 is appropriated to the Department o f Com m unity and 

Regional Affairs, division of municipal and regional assistance, for relief for the 1997 Bristol 

Bay and Kuskokwim R iver economic disaster from the following sources:

General fund $1,480,634

Federal receipts 5,527 ,699

* Sec. 4. The appropriations made by this Act lapse June 30, 1999.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

WORK DRAFT WORK DRAFT 0-LS1399\F
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AMENDMENT |

By Rep. Moses

CS for House Bill 370 (FIN)

Page 1, line 7, remove "Chignik Point"

Insert "Chignik Lake"

Page 1, Line 9

Insert "Nondalton"
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CS FO R HOUSE BILL NO. 370( )

IN T H E  LEG ISL A T U R E  O F TH E S T A T E  O F A L A S K A  

T W E N T IE T H  LEG ISLA TU RE - S E C O N D  SE S S IO N

BY

Offered:
Referred:
Funding Information: Geneml Fund $1,875,000

Other Funds 7.000.000
$8,875,000

Sponsor(s): HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

A BILL 

FO R AN ACT EN TITLED  

"A n A ct m aking an ap p rop ria tio n  for relief of the 1997 econom ic d isas te r in
i

' B ristol Bay and on the Kuskokwim River: and providing for an effective d a te ."  

BE IT  EN A C TED  BY TH E  LEGISLATURE O F TH E STA TE O F A LASKA:

* S e c t io n  1. F IN D IN G S  .AND P l 'R P O S E . (a) T he  legislature finds that the fo llow ing
j

co m m u n i t ie s  were adverse ly  affected by the 1997 econom ic  d isaster in the Bristol Bay and 

K u sk o k w im  River regions:

(1) Bristol Bay region: Aleknagik. Chignik. C hignik  Lagoon. C h ign ik  Point.

| C larks Point, D illingham, Egegik . Ekuk. Ekwok. Igiugig, Iliamna. Ivanof Bay. K ing  Sa lm on.

K okhanok . Koliganek. Levelock . Manokotak. Naknek, N ew  Stuvahok, N ew halen . Pedro Bay.

' Perry ville. Pilot Point. Port A lsworth. Por. Heiden. Portage Creek. South N aknek . Tog iak .
I
I T w in  Hills, and Ugashik;

(2) K usk ok w im  River region: A kiachak. Akiak, A niak. A tm au tluak . Bethel,

! C hefom ak . Chuathbaluk. Crooked Creek. Eek. G oodnews Bay. Kasigluk. Kipnuk. Kongiganak.

K w eth luk .  K w igillingok, L o w e r  Kalskag. Napakiak. N apaskiak . N unap itchuk . O scarville .

-1- CSHB 370( )
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Q uin h ag ak . Red Devil. S lee tm ute , StO'w River. Tuluksak. Tuntu tu liak , and  U p p e r  K alskag .

(b) The purpose o f  this Act is to appropria te  federal m oney  that is a n t ic ip a te d  to be 

received  under the disaster declaration  portion  o f  the .Vlagnuson-Stevens Fishery  C onserva tion  

and  M anagem en t Act (16 U .S .C . 1801 - 18831 applicable to the Bristol B ay  and  the 

K u sk o k w im  River regio. s.

* S ec . 2. The sum o f  $8 ,8 7 5 ,0 0 0  is appropria ted  to the D epartm ent o f  C o m m u n i ty  and 

R egional Affairs, division o f  municipal and regional assistance, for relief for the 1997 Bristol 

B av  and  K uskokw im  River econ om ic  d isas te r  from the following sources:

General Fund

Federal receipts
$ 1 ,8 7 5 ,0 0 0

7 ,00 0 ,00 0

* Sec . 3. The appropriation  m ade by this Act lapses June 30, 1999.

* Sec . 4, This Act takes effect im m edia te ly  under AS 01.10 .070(c).
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A u ^ s t  11, 1997

The Honorable W illiam M. Daley
Secretary of Commerce
U.S. Department of Commerce 
14th Street and Constitution Avenue, NW
W ashington, DC 20230

Dear Mr. Secretary:
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b.shcrs and communities in the Bristol Bay and hvuskokwun Rive/,' regions are CXperioociny----
severe economic hardship because of this year’s record low run* tnd catches of eockeye and 
chum salmon. This problem u  exacerbated by current low mwfart prices tor salmon. It is my 
belief these factors have created an economic disaster of a magnitude that warrants federal 
assistance. Accordingly, 1 have declared an economic disastar (declaration enclosed) for these 
regions and have committed the resources of the state in a eompt'eheoeivc response. To 
further the assistance we are able to provide, I am formally revpastmg you declare a fishery 
resource disaster pursuant to Section 312 of the M'agruxson-Stevens Fishery Conservation and 
Management Act (as amended through October 11. 1996), and provtde such assistance as is 
within your power to assist the affected fishers, communities, snuill business owoer.% and 
employees of those businesses.

Support for my request for a disaster declaration is provided below in a summary format; 
additional detail will be provided as it may be needed to further substantiate current and 
anticipated effects. Because Section 312 of the Act is a new provision, this request is a first 
opportunity to implement, the fishery resource disaster assistance provided for under the 
vcction. The legislative history behind Section 312 would appear to indicate that our situation 
is precisely the sort of fisheries disaster that was anticipated. Thus ray request seems highly 
germane to the purpose fox which the amendment was designed.

T he Fisheries Situation

The 1997 tockeye salmon runs tn Bristol Say and chum salmon runs to the Kuskokwim RJver 
were dramatically lower than expected. In Bristol Drtv, the commercial harvest o f  
approximately 12 m illioo  sockeye salmon was about h .ilf o f the anticipated harvest and the 
lowest harvest since the 1978 season. In  fact, the combined price and cetch in Bristol Bay 
this year is just 25 percent o f  the five-year average from 1992 to 1996. In the Koskokw im  
R iver, where chum salmon is the primary commercial fishery', the chum salmon run was 
among the lowest ever recorded in the region and commercial fishing fo r chum salmon w «  
cloyed after only one Opening. The harvest o f  lest than 14,000 chum aalmon produced a total 
o f  on ly about $19,000 o f  cash income fo r Kuskokwim River resident*. This amounts to an
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a v ^  of less than $55 per fbbiog The combination o f km  prices sod vtmk raw
ha* had a devastating impact on the r t a ta t s  o'! the Bristol Bay aad Kunkokwim River
regiona The poor salmon season follow* a very poor herring season for residents o f  these 
areas.

fhe Souq-Economic Situation

The harvest va lw  o f Ihe Bristol Bay fishery this year is calculated at 25 p a re d  o f  the part 
five-year ava .ge -w i opectai loss o f$135 mUBoa in Uu gnus carninfj ofptrmit hoUUn 
This represents a current year loss o f  toccme to fishermen o f approxunatdy 75 percent.

1,731 Alaska permit holders fishing in Bristol 3«y ire anticipated to lose $80 3 million in 
income; 900 of these are resident Bristol Bay fishermen, who will lose $32.8 million.

Bristol Bay cities and boroughs are anticipated to lose $4.6 million in locally-generated u x  
revenues and an additional S3.9 million in State Shared Fish Business taxes.

40 percent o f the direct employment in the Bristol Bay region is in fisheries, not including 
indirect and support industries such as transportation, fabrication and repair, retail, services, 
and the public sector. The kxs o f income occurring in the region will severely affect the 
majority o f households.

for Individuals, Families, and Cfmnflunitfcft

The state is already engaged in & comprehensive effort to provide assistance and services to 
affected residents o f the region. Stats efforts to date have included the following activities.

• Governor Knowles declared an economic disaster for Bristol Bey on July I f  and set 
up the Coordinated Response Partnership (CRP) with Coremii; toner MHce Irwin o f the 
Alaska Department o f Comm unity and Regional Affairs (DCRA) m the cabinet lead.
• Commissioner Irwin appointed PCRA suffer Jim Sanders to coordinate the CRP' 
activities, directed Bethel and Dilhnysan staff (two positions) to act a  local CRP 
Liaisons, and mobihaxd Juneaa staff far additional assistance.
• Cotnmisiooer Irwin conducted public meetings in Dillingham. Naknek, aad Bethel 
to gather infoanrtwn on the impacts o f the fishing disaster on local modems, 
communities, and fishers.
• As a result o f the public meetings, the CRP agencies, which can respond to the
immediate needs o f  the regions, hnv* been identified. On July 23 the CRP team was 
identified and the first meeting was held (two additional meetings have been since 
held). The CRP consists o f  repnesentativsa fiom:
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Alaska Department o f  Health and SocitJ Services,
Division o f  Public Assistance 

Alaska Department o f  Commerce and Economic Development,
Division o f  Investments 

Internal Revenue Service (IK S )
Alaska Department o f  Labor
DCRA, Division O f Energy
DCRA, Municipal and Regional Assistance Division
DCRA, Job Training Partnerahip Act, Rapid Response Team

’  Tbe A la ie  Department o f  Labor's, Rapid Response Team attended the Dillingham/ 
Bristol Bay Economic Development Council’ ? Job Farr held or. July 30.
• The CRP developed an laronnation Sheet (July 29 ) fo r Bristol Bay fishermen and 
communities. The iafonmaiou sheet includes a description o f tbe programs that can 
assist with essential iss»« (food, fuel, power coats, jobs, and fishing related debts), 
agency travel schedules are provided, and contact phone numbers for assistance are 
listed.
• In coordination with stale agency efforts, the IRS will be traveling to all Bristol Bay 
conuncmihes to assist with payment problems.
• The Division o f  Invesimeau w ill be traveling to eight o f the largest Bristol Bay 
communities, Petersburg, and Homer to work with fishermen on loan repayments.
• The Division o f  Public Assistance will be traveling to most o f the Bristol Bay 
communities to paovid* assistance with food stamps. Energy Assistance Grants, and 
Low Income Housing Energy Assistance Program block gnats.
• Tbe Job Training Partnership Act (JTPA) Rapid Response identified resources to 
place temporary staff in Dillingham and Naknek. There will be two planning positions 
lo help communities identify the affects o f tbe disaster on local economies and to 
develop local mitigation plans. A JTPA in take worker w ill be in place in Dillingham 
to assist residents with training and relocation needs.
• The Department o f Health and Social Services allowed two parent welfare recipient 
families to receive the fu ll amount o f  assistance for summer months (normally reduced 
to half in summer),
• The CRP coordinate and regional liaisons identified and set irp local CRP 
partk ip g aa  Tbe B ris d  Bay CRP and tbe Kuskokwim CRP will be charged with 
developing a strategic plan for assisting with the short- and long-term impacts o f  the 
fishing disaster. These plana will become guides for the mobilization and coordination 
o f stale and federal resources responding to the disaster.

Our response thus far, as well as our request for uristance to you, is based on firsthand 
knowledge o f the situation from several fact-finding trips to the region and eicteawvc 
intcratttioa with local residents- The cruoa fo r Individuals, families, and uumnmutiea results 
directly from loes o f income and the subsequent difDcultia in satisfying baric obligations
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such t3 fishing vessel loans, mortgage paymeoo; winter purchases for fuel and food soon ties 
utilities; and recovery o f  costs for boat fijd , nets, and irawsnca. Many faa iiio t and 
individuals relied on anticipated fisheries earnings this ye*- to satisfy prior debt for basics 
such 33 food and fuel, and now face ths fall and winter season in a precarious 
condition. While ii is an estimate only, and will no doubt increase along with our increasing 
knowledge o f the linntkm , the assistance we seek will equal at least J10 million. This i* 
only a fractioo o f the SSO million we anticipate in lost income to Alaska fishers, and would, 
together with state assistance, provide an effective immediate and naM erm  response. We are 
working closely with the Alaska delegation in this regard, but recognize at the same time that 
assistance from new and/or existing funds within the U.S. Department o f Commerce will he 
crucial in developing a comprehensive and well-organized response.

A variety o f federal programs will be needed in order to respond effectively to tbe impacts
resulting from the dramatic economic losses suffered by fishers and others. Some o f these
programs fall directly under your authority in agencies such as the Small Business
Administration and the Economic Development Administration. Other prpgn aa  fail outride
o f  yout direct purview, but appear to be highly relevant and could constitute part o f  the core
o f  the federal assistance effort These include programs typically offered under a Stafford Act’
designation such as Disaster Unemployment Insurance; the Individual and Family Gram
Program; the Community Disaster Loan Program: and Economic Injury Disaster Loans.
Where these programs, and others like them, fa ll outside your jurisdiction, there may be a
valuable role your office can play in coordinating the involvement o f other federal agencies
and bringing their programs and resources into play. A model for accomplishing this, based
on our experience with the state’s CRP and the establishment o f •  fe d ff ll frtTnrmnjTX p | |  n I I I  i ■ v f  » V I  WUWUAOM towns rat iwra by mflT closures.
is more fully explained heiow 

o f (he ftcstxmsc

The idea o f tbe CRP was developed in rwpoasc to puJp and sawmill closures in Southeast 
Alaska. The CRP provbJea a format for /(Spending to economic distress that ia both 
organized, accessible to rcadcots, and m ponsiw  to local conditions. In Southeast Alaska, for 
example, the CRP was used in responding to mill closures acd significant employment loss in 
Wrangell, Sitka, Ketchikan, and Prince o f W»iea Island. In fact, the Southeast Alaska effort 
lias expanded in scope to include the recent authoriation by tha U.S. Depart*non o f 
Agriculture to establish a federal CERT, tike thoae established m the Pacific Northwwt to 
oversee and coordinate all public agency assistance to stricken communities in the Southeast
M r i j a p .    uwio wnn omgning and administering a respouse dm  brings
state and fcdeml agencies, and local partners, togwher to promote efficiency acd expediency
in the delivery o f both immediate and longer-term assistance. While I am not at this juncture
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proposing the formal designation o f a CERT for these regions, I believe the CERT , like tbe 
CRP, provides an excellent model for designing an organized, efficient response. In essence, 
you and Commissioner Irwin would act as cochain for tbe agencies in your respective 
branches o f  government, and work together to ensure the smooth delivery o f  services into the 
region. Organizing a response along these lints will provide a forum foe regular meetings, fo r 
sharing information, resources and ideas, for involving local residents and organizations, and 
it will involve a discrete group o f individuals with a common identity baaed on Bristol Bay 
and Kuskokwim River recovery efforts.

Thank you fo r your careful cotvidcration of our request. I will forward any additional 
information you may require.

Sracncty,

Governor

Enclosure

ec. The Honorable led  Stevens
th e  Honorable Frank Muricowski 
The Honorable Don Young

/
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HOUSE COMMITTEE ON COMMUNITY AND REGIONAL AFFAIRS 

SPONSOR STATEMENT-HOUSE BILL 370

House Bill 370 appropriates $2.3 million in general funds as a match 
for the $7 m illion in Magnuson-Stevens federal funds. These s ta te  
and federal funds w ill provide for programs designed to a s s is t 
communities and fishermen in the Kuskokwim and Bristol Bay 
regions that were declared economic disaster areas by the 
administration. This declaration was issued in response to the poor 
fishing returns that occurred in both areas.

The total amount of the state share is $2.3 million. However, w ith  
in kind contributions by the communities and the Department o f 
Community and Regional Affairs, the amount actually needed for the 
state’s share is $1,875 million.

The allocation w ithin the regions is based on input from the 
Coordinated Response Partnership teams from both areas.

The following programs will be funded from this appropriation:

• Community Grant Program for projects that are of direct or 
indirect benefit to the fisheries, that sustain the economic 
v iab ility of communities, help diversify the economy or assess 
the economic or social effects of the commercial f is h e r ie s  
failure. These grants will provide jobs to fishers, bene fiting  
them as well as communities affected by the disaster.

• Loan program to Bristol Bay, Chignik and Kuskokwim pe rm it 
holders that are in financial crisis. This program will be 
administered by the Division of Investments for DCRA. This 
program is based on need and should be used to pay past or fu tu re  
expenses. At least 51% of earned family income must be derived 
from commercial fishing in one of the above mentioned fisheries.


