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mechanisms to contain costs, which may include establishing a maximum amount of benefits
for each eligible recipient in a fiscal year for the services and specifying the scope of the
services.

*See. 2. AS 47.07 is amended by adding a new section to read:

See. 47.07.067. Payment for adult dental services, fa) The department shall
pay for adult dental services provided under AS 47.07.030(b) and under regulations
adopted by the commissioner in conformity with applicable federal requirements and
this chapter. Regulations adopted under this section may include the following:

(1) a maximum amount of benefits for adult dental services for each
eligible recipient in a fiscal year; this paragraph does not apply to minimum treatment
for the immediate reliefof pain and acute infection provided by a licensed dentist: and

(2) specification of the scope of adult dental services.

(b) As used in this section, "minimum treatment” means the application or
prescription of a medication or material deemed necessary by the dentist for the
palliative treatment of pain or for the reduction of the spread of infection.

*Sec. 3. AS 47.07.900t I) is repealed.
* See. 4. The nncoditied law of the State of Alaska is amended by adding a new section to
read:

TRANSITION: RI (it'lA iIONS. The Department of Health and Social Services
may proceed to adopt regulations necessary to implement the changes made by this Ad. The
regulations take effect under AS 44.62 (Administrative Procedure Act), Inn not before the
effective date of the statutory changes.

*Sec. 5. Section 4 of this Act takes effect immediately under AS 01.10.070(c).
* See. 6. | xcept as prov idcd in sec. 5 of this Act. this Act takes effect July 1. 2005.

<SSN77(i:S) s SHoDVII

Mcv Tt (A/fti-Jinert IDRUTFKI' 7UXT HHACKtrTKD}



FISCAL NOTE |
ggO%TLEEg II:SALLA'?I\'SI\Ijé SESSION E:ﬁ%%%ﬁi?;:ier WFES-D'BSD'CSOLB(B
D Trg e %Nfaied Fihe S S
Feith Care Services
Comporert. Mcicaid Services

R
— WEGH—E
e s

of Dollars)
KO0 AL FAR

P4 1581 UIRS LUE4 10849 1116

dind
T PRATING B4 U581 NAD5 LI4 QU9 1L
QR DER)

HANEIN S Dl
s 5 e B
Hlth

B i D) L0 1B0 B0 0
U egeh Y04 1581 U925 UEA DAMY 1T
R ot oo P oo o

RISt meleeniiedp e i 4
R

ot ontied fegp N
b ﬁ“‘ e b s
Wa by Wﬁ}tﬂwm— Dato Q1/25/2WO




FISCAL NOTE
FN ft

STATE OF ALASKA MILL NO. SBO79CS(HES)-DHSS-DHCS-01-25-06

2006 LEGISLATIVE SESSION

AN YSIS CNTINUVAUN
)
W mﬁw%qsbemmwhzmmofchtal berefts, thewelgfted ., evagp beefit foralull fiscal year s
s e et i
» vureoave HI NGRS
[ ))wu [ER\E Inberes,

IR mm&mmm Bt

ww ———
| B PeetEs Deliog

HRUR i R e



Expansion of Services & Facilities

System
evel
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Activities/Discussion/Status

1 Increase capacity lor lower level of cure

2. |>.itn.ile harriers of policy oi icimhurscment

2. Develop a rviiuhursenicnt system heyond
Mcilicaid hatrorowde llcvihilily ami iri.cnlive for
lower levels of care

[urinl Malus

1 1 cpailiocnl planning coiiniiiilee wotked wvlili
scInollici.ih to delmie services, ami develop work

tis.ss
g Peculation’, lor "School Max'd lichavioral
llc.lllh Service  has Ixvn completed, approved and
impl «im'ineil

<nilwit Stahls

1 lluooeli Ihc Coiniminily llawd 'OnRH'. an
additional'»homes, each *crving 1 Schildren, was
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Bring the Kids Home (BTKH) Initiative
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Expansion of Services & Facilities

Proposed

System
Knhnricements

evel

Respite

Crisis Respite

Crisis Nursery
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Level
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Activities/Discussion/Status

Cuitvnl Status:

1. lhiougli the Community Hnsed ‘OhRI;I\ an
additional 3 homes (each able to sene 1-2 ehildien)
base I»een awarded, arid will be implemented in ‘0
Cmrent Status:

1 Through the Community Itased ttfiRM . all
additional program to seise approximately 21
ehildien. will be implemented in '0b

1 1xpand beds to increase capacity lot placement
into lower lexel ot eaie.

2 Schedule ol expansion acknowledges the
challenges slait upclloils

(]J]Jent Status

1 Throiigli lhe Community M.oed (KiRI-P. ail
additional 5 home's (serving s children each) xill v
implemented in (e8]

Bring the Kids Home (BTKH) Initiative

> )
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N0
Resources o sed Imp

a0

Resources;
ereference the S at
Regional Services

Resources:
ereference the Sat
Regional Services

Resources: 5
ereference the S al beds
Regional Services (+5)
Kesimice's
(eor variety ot
Inlvds 101vds 20

llome/Coininuniiy based

%entﬂ'ﬁn

10
beds
IKS)

services 1!#) mq

3 1%/u nilm:
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Expansion of Services & Facilities

System [0posed

Level

OCS: HRS *
facilities

Behavioral Reliali.
Services

Level 1: Day
Treatmeni

Level Il
litnergcitcy
St.ihili/.iiion &
Assessment
Level Il
Residential
Ticatment

Level IV:
Residential

Ennancements

Activities/Discussion/Status

Strategics:

1 fxp.eid heds to increase capacity for kids in tlic
custody of the Office of Children Services (<)C’S)
thiough the various facilities of Behavioral Kchah.
Scrv ices.

2. lixpand heds to increase capacity for kids who
are not in stale's custody.

3. Increase capacity lor services that allow lor
services al a lower level of care.

Current Status:

1 Behavioral Health Regulations have completed
public notice, and are in final legal review: this will
allow 55 currently unused heds to he accessible to
non-custody children.

2 A Rate Review is currently underway to iusiitv
that the economic sustainability of residential
facilities is maintained.

Current Status:
1 A joint ventine between a nonprofit and native

" ( liiM .iihl Youth Needs Assessment H AYNA) Rc|>ott

Slulr ~ Minia
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Bring the Kids Home (BTKH) Initiative

Resources

218

Resources: 550 beds’ 397
GI7MII (Trust proposed) beds
- $1.500.000 T()TALeurrcnt (+47)

state capacity
federal '06 request of

S5.5 million
2 programs
Resources: 53 custody
-none designated slots
Onon-ctisiodv
| t programs
Rest>uiccs 9") custody beds 159
*See Above 50 non custody beds
(+10)
12 programs
Resources 10S custody beds 102
See Above 31non custody heds
11-20)
lpiogtams
Rcsotttces IS custody Inals 51

o Pr ,r}\)nsed Impﬁgentiqﬁn

442
beds
(+45)

109
Ik'ds
(+10)

1S2
heds
(+20)

4N7
beds
(+45)

179
beds
(+10)

beds
(+20)

=
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future expansion will lie driven by ongoing assessment of need,
resources and capacity

future expansion will lie driven by ongoing assessment of need,
resources and capacity

future expansion will be driven by ongoing assessment of need,
resources and capacity

future expansion will be driven by ongoing assessment of need,
ivsoun es and capacity



Expansion of Services & Facilities

System roposed
IYeveI Enhancements

Diagnostic Services

.
State Level

Ingtzte RPTC

Care Coordination

v
Out-of-

Stale Level

Stutro/.t/infrr

Inunlimill ol linlllh A Snihll Vrrwicy
Di\ninil i’ i IhiMilhil IInfllh

>k A riwimiik M(iiiii

[N 2PNk Dridiillii v+ 2005

Activities/Discussion/Stntus

health prosiilers lias received funding lor a 15 bed
facility This ssill he operational in "<&

2. Define policy Al procedure for custody and
non custody ehildien

Cunenl Status:

1 Cecrtificat of Need process has Ilvhcompleted,
adopted, and implemented

2 ACON lora level V facility has been approved
for 6(1 beds (211 sccutv), and will lie opcniliniial in
*(K>.

Cunenl Status.

1 C, ,iiacl aditistnienls with 11Health Corporation
completed, resulting in hiring ol 2 avldition.il cate
cootdmntnrs

Resources

-See Above

1. MOA is linali/ed.
2. In process
Resources for
Committees and
Individualized Services:
*Mil Trust:
-SS1,193,(KX) |V 'Of)
-S700,(XK)-FY 67
(ibV.M11ITrusl proposed):
-S7(X),(K)0 (FYO07)
-$ 150.060 (FYO07)

Resources:

OI17M Ilstart up npcr

(L rust pioposcdl:
S5<X).(MXI<FY07)

Federal 'IWiiccpiest ol

S 16 nullion

1 linalited 171 1/65

Resources:

-Mil Trust:

-SX5.IXKKFY65)
DItll 1'Health Contract

Bring the Kids Home (BTKH) Initiative

2006

2007 2008 2000 2010 20117 2012 2013 2014 2015

Pzrggosed Implementation Schedule & Timelines by Fiscal Year

8 non eusiody beds
1+ 15)
Total: 36 lied

*Measurement is

a decline
recidivism bv
1
1Z'l per year
101 beds 161
-t piograms 1+66)

‘(i custody beds
65 non custody

Measiiremeiil is
| ilie decline in
average lis tar
luis placement,
bv S'i [Vr year

future expansion will be driven by ongoing assessment of need,
resources and capacity

200
beds
Tuimc expansion will be driven by ongoing assessment of need,
resources and capacity



Expansion of Services & Facilities

System roposed
evel Enﬁan%ements

(Inokegng

i

Out-Of-State
RPTC
Placements

Total RPTC
Placements

Shite <1 Ak

Dffuiiliin'iil i’ Ni iillli.( Smiiil Sniiis
Division of lirfuiviiniil Im Il

I'nliiv A Vliinniiif;, Srrtiim

hist D/inhilr: Petrminr 22 2H5

Activities/Discussion/Status

1State utilization surveyors have been hired.
2 stale UPTC placement criteria has hecn re-
gillcn and iniplenicnted.

Level of Care Assessment has been adopted, and

A umptions:
1 pro; «elion is based on trale of It)',? growth per

year

Assuniptions:

1. projection is based on a rate of 1Szf reduction
per year

2 Assumes that community based setvices will
increase capacity to absorb 10'.r of these placements
a vc.ii

llssumptlons

tale of total ItPTC placements will decline

2. LOS will decline

3. Community based services will increase

«i. Diversionsare at a higher level at the beginning
and taperdown. The assumption is that later
diversions will ivijuiic hielier levels of care.

Resources

A8

A%

» 4%

&

53

Pr"r}\)nsed Imp%en%?nﬂ]edtgﬁgi{ 9Iin%]tlwy Ij | %

Bring the Kids Heme (BTKH) Initiative

D

kTS

*Measurement is
tlte decline in the
numberof OOS
placement

D
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lom Hawkins
Chair; Resource Management Commiltee

Tom is Chief Operating Officer lor Bristol Bay Native
Corporation, an ANCSA regional corporation in western
Alaska with 7,500 shareholders, $80 million in assets
and 5Smillion acres ol land. I Ic is the former Deputy
Commissioner ot the State Department ol Natural

R sottices, Director ol S;atc Division ot hands, and
General Manager lor Choggitmg l.imited in Dillingham.
Tom isa member ol the Alaska Wilderness Recreation
and Tourism Association hoard, the Alaska | and
Managers Forum and the Bureau ol Land Management's
statewide Resource Advisory Council.

hniwvhi - VGEJIUN

LAKAIN DI Kit

I..inline isa Juneau resident who has spent much of lie!
career in public service. She most recently served as
Director of die Governors Boards and Commissions
(Ollice. Prior to that. 1araine spent seven years as
President and (.’l+() lot the Alaska State I lospital and
Nmsing | lome Association. That position gave her
direct insight into Alaska's healthcare industry. She
also served as (.'nmmissioncr ol Revenue, whose duties
include service on the Permanent Fund Boatd. the
Alaska I lousing Finance Board, and the advisory board
liu the Alaska State Retirement System. | ler experience
also includes serving as head ol the School ol Business
dtiti Public Administration lor the | niveisiiy ol Alaska
Southeast. lataitic serves on a number ol boards ami
commissions and is ("hair ol the (’nivctsity ol .mas:
(Allege o] Fellows, |'diversity ol Alaska Southeast:

she isalso a memhct of the ladversity ol Alaska
foundation Boatd.

1,m -"lLuh

Beneficiary G roups

Beneficiaries of The Trust
include people with

mental illness, people with
developmental disabilities,
people with chronic
alcoholism and people with
Alzheimer's disease or related
disorders.

Adisars

The commissioners of Health
and Social Services, Natural
Resources, Revenue, and
Corrections by statute are
important advisors to the
Trustees. Trustees also work
closely with four advocacy
boards that represent Trust
beneficiaries. They are the
Advisory Board on Alcoholism
and Drug Abuse, Alaska
Commission on Aging,
Alaska Mental Health Board,
and Governors Council

on Disabilities and Special
Education.
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Delisa Culpepper
( IvEENY,,

Marie Trucblood
< iRLtvimI19/,

Marilyn McMiillan
U . <ainrhuaiw

Bill Homan
usiofin im <ffit. m

Nancy Burke
o7 i hllil L i

7eveV\ﬁIIiams
()flti

Erika Wolter
hua i3, v.,

J.aram

Jody Thomas
Lucas Lind

I (f

Wette Miller
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550 West 7tb Avenue. Suite 1820
Antborage, AK 00501

007-260-7060
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John Pumi
(,/«/>, Ifo.W of Trustees
Chair, Comprehensive /migrated Menial Health Plan

John is Chancellor ol’the University of Alaska Southeast in
Juneau. Ile is ihe former Commissioner ol’ihe Siaie Department
ol | lcalth .md Social Servicesand Director of the Division ol

fan ilyand Votith Services. John serves on various ho.mls and
commissions related to higher education in Alaska and the
Northwest. The past two years he has chaired the T.'orthwest
Regional Education laboratory.

Aini,v'.g -ALihr tHite

Witﬂam Doottin k. MD

I7<c Chair, Hoardn f Trustees

Bill isa retired physician who sei ses as a medical consultant

to the -Sodial Security Administration and the Alaska I )ivisioit

ol Vocational Rehabilitation. | le tciitcd from the day-to-

day pi.idiceol medicine in 1997, hut maintains his medical
ceitilcation and is licensed in Alaska. 1lis i.»year c.ttcer
included serving live teims as chid ol stall a Fairbanks Mcmoiial
I lospital, Illedic.1l diteclot ol the Noilh Bole I ite 1'Vp.ulliicilt
IMS Set vice, ditecloi ol 1if .Arctic Medical Research l.ahniatnrv
and chid o| medicine lot Bassell Aimy I lospital at I-on
Wainuiigl... lehcgan his medical n.tilting and s.neer in the
Atmy and tciitcd with the rank ol lieutenant colonel. Ile
graduated Imm the | Tiivefsity ol Vcimont with degtees in science
and medicine. ( uricnilc lie serves on the laiihanks Memorial

I lospital 1oimd iiion Boatd <4 Itttstees and the I aiihanks

| Tttonic hichiian Progtam lask (iiotip. The task gtotip isa
community painiciship with tcptesciitaiives fioin lie ilihc.tie.

law enforce mem and the judicial system who ate attempting to
impiove tin' lives ol people dealing with cluonic alcoholism.

Maik.aiii i |IMt
Secretary. Tressurer. Hoardo/ Hiiaen
<han. Rural (tuin.n h <inmintin

\ loot;-little advoiate lor 1 tildieii atiii adults with dcvelopuntu.tl
disabilities. Maip, net beg.in hit c.iliei as aliailn 1and mind

m 1S(i li<>rt the Aik hoi.lge School | Lstiii i alter 30 yeais tit
the d tsstoom. as apnndp il and & t ptogiam adim'nisii.iini.
[>rilll.trilf woikiup. ill speci tl education. Site went on to

scld a>dmcltn ol tin Stale I livisiotl ot Meilld Ihaltit and

I >edliipmiiit.il i Usabilities and became <ommnsiniict ol Ilealtli

and Social Services in 1993. a post she held at the time ol
the lrust Settlement. She is active on many hoards and
eommissioi,., throughout the state, including the Association
lor Retarded Citizens of which she was a charter member

in 1%7. She isalso a past member of the Council lot
lixception.il Children and the Governor's Council on Mental
Retardation, which she helped transition into the Alaska
Developmental Disabilities Council. Margaret earned

a bachelor of science in education at the University ol
Minnesota, a master ol arts in education at the ( ‘diversity ol
Alaska Fail batiks, and an education specialist certificate in
public school administration from the University ol Alaska
Anchorage.

/rrm Xfi'.  fid JOItl

Nitson (i. Baui
Chair. Jiuaine Committee

Nelson isa shareholder in the Anchorage law linn <
Bun. Pease and Kurtz, where lie has practiced law lor 22
veus. i le is.i member ol the Alaska Bar Association Ethics
( oimiihlcc. and past member ol the Bar Associations Bo.ml
ol Bar Examiners Area Discipline ( Amuiittic and die Alaska
Supreme | 'oitrfs S ling (.'ummiitcc oil ( ivil Rules. 1lis
past community service includes lour ve.uson the Alaska
Milital | lcalth Board, memheiship on the Amhoiage
Transportation <.'ctrmnission. and memheiship on the Board
o| I>itcciors ol the Suicide Prevention and t lisis Intervention
( Atner. Nelson is a graduate™ ol Pottl.md State | 'niversiiy and
tin* ( Icoigciowii | hivetsiu law ( inter.

m .h.wWH

John EM aioni
<han. Progranc Planning Committee

[<ilin is die 1and | s and Planning \dmiuisiraior lot die
I"ily ol Beths 1. | le has had extensive experience in the mental
lisalt L snmnmmtv in Alaska, having setwxlas a imnilui ol
the Alaska Msut il 1 Icalth Boatd lor live years and as State
Piesislsiu ol tin Alaska Alliance lor tin Msitiallv Il loi tom
veais. Inlili Weseliail of ills ledi Lil Region si us Pissidsills
< oiunil ol die National ani.uiss loi the Msmalls lll and so
shaiieil iln Mental Ilealtli Hiialiiv Impiovcuuui 1ok lone
Ileisa loilllel IvesUiss Ihiicloi ot Bethel ( oimimuilv

Setvises. his.
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Commercial Tomism Opportunities

Information

Maps and answers to general Mental Health Trust
Land questions ean be found at the Department of
Natural Resources Public Information Offices.

ONIt Public Information Offices

Northern Region. Fairbanks. (907)451-2705
Southcentral Region. Anchorage. (907) 269-S400
Southeast Region. Juneau. (907) 465-3400

More specific questions should be directed to the
Trust Land Office at (907) 269-8658. or email at
MHTLOfrt dnr.state.ak.us.

Questions about the use of revenues should be
directed to the Alaska Mental Health Trust
Authority Office at (907) 269-7960.

Trust Land Office

718 L Street. Suite 202

Anchorage. AK 99501

Tel: (907) 269-8658; Fax: (907)269-8905

|. Street. Suite 202

718

99501

Anchorage, AK

The Aloska Mental Health Trust



The Trust

The Alaska Mented Health Trust was
established by Congress in 1956. The 1956
law included a grant of one million acres of
land to be used to generate revenues to meet
the expenses of mental health programs in
Alaska. In the mid-1980s a citizen lawsuit
was filed claiming mismanagement of these
lands. In 1994 the Alaska Superior Court and
Alaska Legislature took actions, which
effectively settled the litigation. The
settlement created the Alaska Mental Health
Trust Authority whose responsibility is to
ensure the creation of a comprehensive
integrated mental health program for Alaska.

Trust Beneficiaries

Alaska Mental Health Trust beneficiaries
include people with mental illness, people
with developmental disabilities, people with
chronic alcoholism, and people with
Alzheimer’s disease or related dementia.

Trust Land Office

The 1994 settlement reconstituted the Alaska
Mental Health Trust and the related
legislation transferred nearly one million
acres of land to the Alaska Mental Health
Trust Authority. It also required the creation
of a separate unit within the Department of
Natural Resources, the Trust Land Office.
This office was established to manage the
lands under contract to the Alaska Mental
llcalth Trust Authority. Trust | and Office
activities are funded from Alaska Mental
Health Trust inconn., not the General Fund.

Al AGsEdaation

Trust Land Office M ission®
The Trust Lutul Office manures Mental

Health Trusk™.and to generate income that
is used hy tin” Maska Mental Health Trust

Authority to improve the lives and
circumstances of Tnnf beneficiaries.

Trust Land Opportunities

* Real estate opportunities uniquely
situated for residential and commercial
activities, including opportunities for
development related to recreation and
tourism.

A wealth of natural resources including:
commeicial timber, hard rock minerals,
coal, oil and natural gas.

 An enthusiastic Trust Land Office staff,
dedicated to generating revenues from
Mental Health Trust Land.

» A flexible business-oriented decision
making process that encourages creative
and sensible projects.

 The knowledge that revenues generated
from Mental Health Trust Lands go to
improving the lives and circumstances of
trust beneficiaries.

FRAE=eBdpra

Tt ntes

Trust Land Office Management
Guiding Principals
Be loyal and accountable to the Alaska
Mental Heath Trust and its beneficiaries.
Maximize revenues from Trust Land
and resource assets over time.
Protect and enhance the value and
productivity of Trust Land.
Manage Trust Land prudently,
efficiently and with accountability to
The Trust and its beneficiaries.
Encourage a diversity of revenue-
producing uses of Trust I and.
Emphasize innovative solutions.
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Available to Spend - 24th Legislature - 2nd Session

FY 06 Surplus
1,200
(1/10006 estineto) $1,
FY 07 Unrestricted General Fund $3 139
Revenue (Fl RaLe Faocd) ’
Total General Fund Revenue $4 339
Available to Spend (our checkbook) ’
Minus
Governor Proposed Spending Bills Legislature
Operating Budget FY07 (SB 228 + K-12) $ 3,103.60 ¢
Minus

Energy Supplemental FY06 (SB 232) $ 52.00
Capital Supplemental FY06 (SB 233) S 129.40
Regular Supplemental FY06 (SB 263) $ 99.90
Fast Track Supplemental FY06 (SB 264) S 13.50
$

Total Supplemental 29480 ¢
Minus

Capital Budget (SB 231) $ 432.10 s
Minus

"Other" - Gas Pipeline Equity FY07 S 400.00

"Other"” - Legislation <i?momb handou)vez S 28.00

"Other" - Budget amendments FYO07 S :

Total "Other" $ 428.00 $
Minus

=Y 07 Supplemental (ostimato) $ 75.00 $
Loaves

Savings $ 550



FY2006

Gas Pipeline Equity

FY06 Energy
Supplemental (SB 232)

FY06
Capital/Deferred
Maintenace (SB 233)

FY 06 Regular
Supplemental (SB 263)

FY 06 Fast Track
Supplemental (SB 264)

FY 07 Legislation

Subtotal

$400

52

129.4

99.9

135

28
$722.8

Income

FY 06 Surplus
(1/10/06 estimate)

FY 07 Unrestricted

General Fund Revenue

Total Revenue
(millions)

MT

[

|
FY2007

FY06 Base Operating

FYO7 Fixed
Operating Increases

FYO07 Variable
Operating Increases

FYQ7 Operating Total

FYQ7 Supplemental
(estimate)

FYO7 Capita! (12/15/05)
Subtota

S|

Total Proposed
Spending
Savings
Surplus

$1,200

$3,139

$4,339

$2,620

210

273

$3,103.6

75

432
$3,611

$4,333.5

$5.5
$0.0

FY2008

Education
Fund

Debt
Retirement
Fund

Subtotal

Out Years
Permanent
Fund Earnings
Reserve
Constitutional
Budget
Reserve

Permanent
Fund Principal

Subtotal

$0
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Alaska North Slope Production Forecast

Fiscal Currently Under Under Total

Year Produc'ng Development Evaluation ANS
2000 1.040
2001 0.991
2002 1.004
2003 0.991
2004 0.980
2005 0.917 0.917
2006 0.815 0.051 0.866
2007 0.724 0.114 0.005 0.843
2008 0.658 0.138 0.035 0.831
2009 0.602 0.146 0.086 0.834
2010 0.555 0.149 0.128 0.832
2011 0.514 0.145 0.194 0.853
2012 0.479 0.136 0.231 0.846
2013 0.449 0.127 0.242 0.818
2014 0.423 0.121 0.244 0.788
2015 0.400 0.118 0.244 0.762
2016 0.380 0.114 0.306 0.800

Some of the oil forecasted in the Under Development and Under

Evaluation categories are from ne-. projects in fields currently producing.



Trouble Ahead...???

Fiscal Year 2006 (Estimated Fiscal Summary)

FYO7 Base Operating $3,103

FYO8 Fixed
Operating Increases

220

Estimated Major FYOS8
Variable Operating 150
Increases

FY08 Operating Total $3,473

FYO7 Supplemental 75

(estimate)
FYO08 Capital 133
Total FY 08 Spending $3,681

FY 08 Revenues $3,000

Surplus ? $0

Surplus/Deficit ($681)

Assumes Governor's FYO7 proposed
operating budget is adopted

Assumes 7% fixed cost increase.
(PERS/TRS, Health Insurance, Debt
Service & Fund Capitalization, Contracts)
Medicaid ~ $50 million

K-12 formula ~ $50 million

Agencies/U of A increments - $50 million

Estimate'* Placeholder (this year FY06 =
$294 million)
Minimum p Match for Federal road funds

Estimated at $49 dollars per barrel @.831
banels/day (Dept. of Revenue Fall Forecast)

Assumes no carryforward (surplus) from
FYO7



Projected Fiscal Gap/Surplus at Various Year-End Average ANS Crude Prices
$3.1 Billion FY07 General Fund Operating Budget with

FY 03 - 08 Breakeven Points added
(Millions)

Fiscal Surplus

GF* Revenue

. Current Price
F|Scal Dollar per Barrel of Oil 1/10/06

GF Gap $60.62/bbl

*Assumes SCO million placeholder (or supplement! appropriations
"Unrestricted GI Revenue required for government operations, includes revenues not directly affected by fluctuations in od prices Assumes DOR fall 2005 Revenue | orecast



$ Billions

Alaska General Fund Expenditures

x\
L % % X % '0 % <

Fiscal Year

O Criminal Justice m r<-12 Funding O University of Alaska O Health &Bocial Services m ;esourccs O Al Others Bl Capital Projects

%

cj



Covemor's 11506 Proposed Al Year 207 Qpératig Bt - Pelirrirery Avelysis 12

*
Fiscal Year 2006 Operating Budgot Totals FY(():gtt(;]ngOG 2
FY05 Managcmenl Plan $2,321,477,000
10 Fv 06 Budflot with Fixod Costs Incroasos | $2,495,200,800 7.48%
ry 06 Program Increments (Variable cost) $133.0C2.G00 5.73%
12 Fy 06 Operating Budgot -« | $2,628,263,400 13.22%.
$11,429,100

1B Fyoc New Logislalion (Fiscal Noles)
FY 06 Oporaling Budget (Conference Commiltoo)
b Managomonl Plan Adjustments

$2,639,692.500
-$18,861,000 Back out Local Govonvnont PERS RoLof

10 v 06 Base Budgot $2,620,831,500
) . . Chango
Fiscal Year 2007 Oporailrg Budgot Increments . . FYO06 to EY 07
Filxod Cost Incroasos

19 Exocutivo Agoncios &UA Contracts 520,200,000

70 Exocutivo Agoncios &UA Uoalth Insuranco Costs $8.900.000

71 Exocutivo Agoncios Risk Managomonl Insuranco Costs 59,400,000 Setf-Insurance coot Increases

77 Bxocutivo Agoncios &UA PERS Roliol 533,900,000

73 K-12 TRS Rohat 540.000,000

74 Modicaid - Fair Sharo 545,000,000 Lost appeal In0th Circuit Court

75 Debt Sorvico &Fund Capitaliration $22.000.000

70 Major Maintonanco Grant Fund $25,100,000 FY07 Captol Spending adopted InFY0O0 Capital budget

71 Aniona Prison Contracts I 52,900,000

78 2006 Eloclions 52.800.000 Biennial cost

79 FY 07 Flxod Cost Incroasos $210,200,000 U trxnvy S

30 FY 07 Budgot with Flxod Costs Incroasos $2,831,031,500 8.02% o0 Kt

31 Variable Cost Increases

37 Modicaid Formula 553.300.000

33 Other H&SS increments 529.300.000 Total less Medicmd increases and Imrshnre replacement funding

31 K-12 Formmula Incroaso 550.000,000 Does notinclude PRS Costs

3b PCE Funding $1G.000.000

3fi Executive Agoncios &UA Fuol Costs 514.700,000

1/ Marino Highway System Expanded Services $9.700.000 Opanded service

W DOT Increased Maintenance 50.300.000 Statewide or Targeted?

39 Teacher &Principal Mentoring 55.000.000 Program e*pans»00

41 Youth Hrst Initiative 54.000.000 New Program

41 tiring tho Kids Homo 53.800.000 Program c*pans*on

47 Disaster Relict upfront funding 53.000.000

41 Senior Caro $11.000,000

44 Epidemiology public health falls 53.000.000 Lipanston of program

45 Pubhc Advocacy &Public Defender 52.900.000

46 Wildlife Conservation - Game Management 52.900.000 Program Qipanuon

41 "Top 15% in Class' Tiiitition Program 55.000.000 | »pans*on from 10% to 15%

*H UA Program Increment Requests $17.800.000

49 xecutive Agencies Piogram Increments $34.850.000 Cootoim atl otfier increments less Hint /86 million

10 FY 07 Variablo Cost Increases $272,550,000 = ViMWiliK
FY 07 Budgot with FIlxod & Varlablo Costs Increases $3,103,581,500 10.40%

wi»v lcgislahon 528 000.000 1,0." iogeks ol $118 ni". Vile*>. $00 million for K-1? educMoo
i so I'TOJKAM n-i*nlsz/ Sor AM IIf\S 1'p- |- llilt vew umM 1* 1< M ijpla’ PaI*|

(imrunity Q. linnd - Kovoni** «Shann ;
Y 07 Now | egislation Increases

FY 07 Budget w/FIxod. Variable A Now Legislation Increases $3,131,581,500°'
Potontlal Incroaso over FY06 Oporating Budgot $510,750,0001

$28,000,000 1.07%
19.49%

Ihpr pMfiiia.il mi reniciil',
1ih rat Medicaid Assistance Program - $75.000,000 SO Conors* debating ? year e«ternion
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W ho, What, and W hy...

In March 2005, DHSS contracted with
the Lewin Group and ECONorthwest to
build a model that would allow DHSS
staff to project long-term trends in
Medicaid spending.






W ho, What, and Why (cont.)...

This presentation presents key findings
from that analysis.

Presentation O utline

« “Steps” of the analysis

* Findings
» Population
* Enroliment
« Utilization
» Total spending
» State matching fund spending

 Going Forward



FACH MODEL
COMPONENT BUILDS ON
THE OTHERS

COMPONENTS OF
THE LONG TERM
MEDICAID
FORECASTING
MODEL

Some factors are within your

control...

* Eligibility requirements
* Reimbursement rates

e« Services provided



And some factors are outside

of your control...

» Population growth
« Demographic changes

» Changes in medical technology

Assumptions Relgar_ding
Baseline Analysis

 Assumes status quo as of FY2004

* Does not anticipate policy changes, such as
these 2005 & 2006 measures

- Cost containment
- Bring the Kids Home initiative
- Personal Care Attendant regulation changes

- Medicare Part D drug benefit
10






A laska Population

* The rate of growth in the state’s population will
slow over the next 20 years from just over 1.0%
currently to less than 0.6% by 2025

» Population growth will be concentrated in the
Anchorage/Mat-Su Region

* We project the Southeast will lose population
through 2025

« The Native population will grow faster than the
Non-Native population (1.7% vs. 0.7%)

A laska Population

Alaska’s population growth will be driven by the elderly

UAqg#

(tigh 1V04

N i
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Medicaild
Enroliment

%
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* We Project Medicaid Enroliment will grow
faster than the state’s population (1.4% vs.
0.85%).

 Enrollment will grow from 132,000 in 2005 to
175,000 by 2025



_I\/Iedicaid Enrollment
JIw - |

* Medicaid enrollment will grow much faster for
the elderly than for the entire population
(6.0% vs. 1.4%)

» Elderly enrollment will grow from
approximately 10,000 in 2005 to 33,000 by
2025

17

Medicaid Enrollment

Most of the projected growth in Medicaid enrollment will be
In the elderly age cohort



Utilization of
Services

Utilization of Services

A quick note...

* We define Service Utilization as the annual
unduolicated count of persons who used a

particular Medicaid Service duiing the fiscal
year.



Utilization of Services

Growth in utilization will differ greatly

among Service categories

* Some will grow very rapidly

* Personal Care. 9.7%
» HCB Waiver: 9.0%
* Residential Psychiatric:7.3%

« Some will grow slowly or even decline
* Inpatient Hospital 0.6%
» Lab/X-ray:-0.1%
* Inpatient Psychiatric: -0.3%

Utilization of Services

Across all Medicaid Service categories,
we rely upon the CMS’ national forecast
of growth in utilization of 2.2% to guide
growth in Alaska’s Medicaid utilization,



Utilization of Services

Partially offsetting the projected growth in
HCB Waiver Is relatively slow projected
growth inthe Nursing Home Service
category (4.2% through 2025).

23



Of primary importance are our findings
related to the direction and
approximate magnitude of changes in

spending on the Medicaid Program

» Total spending on Medicaid Services is
forecasted to be $1.0 hillion in CY2005.

. By CY2025

- In actual terms, we project total spending to
grow by 7.6% per year to $4.8 hillion.

- Ininflation adjusted terms, we project total
spendine to grow by 3.8% per year to $2.2
billion.

13



Currently (i.e., in 2005)...

* Inpatient Hospital Services is the largest
Medicaid Service category, responsible for 15%

of total spending.
o Comparatively,

- HCB Waivers constitutes approximately 11% of
spending

- Personal Care constitutes approximately 10% of
spending

27

W e project that in 2025...

* Inpatient Hospital Services will be only about
5% of total Medicaid Service spending.

» HCB Waivers will be about 22% of total
Medicaid Service spending.

» Personal Care will be about 27% of total
Medicaid Service spending.

3
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Spending on Elderly will Surpass Spending on Working-Age
Adults by 2015 and Spending on Children by 2018

Percent of
Total
Spending
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Forecasted Spending by Age Cohort, Calendar Years
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DHSS staff can conductlong-term
policy scenarios using the long-term

M edicaid forecasting model.

For example...

W hat is the effect on total Medicaid
spending ifthe elderly population grows
slower than is forecasted by the Alaska

Department of Labor?

32



Forecasted Spending by Age Cohort, Calendar Years
2005-2025

$;,5co

-Children -Working Age AduHf —“Im

1ao Total spend ng on the elderly assuming

their population grows by 25% less than

- forecast [ILLUSTRATIVE PURPOSES
Millions 1150 ONLY]

of
Dollars
1nam
iwo
;005 1007 iom ;ou jon (ois ;ci> ;or> jo i ;05 i0J» -B

Or...

W hat is the effect on total Medicaid
spending if utilization of Medicaid
Services grows slower than is forecasted

in the baseline projections?

17



Forecasted total spending assuming slow utilization growth

Revised Average Annual Growth =
7.2%

(ILLUSTRATIVE PURPOSES ONLY]
*i M

Millions
o

Dollars

.m .01% [d\g ton 3;H 35

Comparison to national trends...

» Nationally, CMS projects Medicaid
spending will grow by 7.5% per year
through 2014

» Over this same period, we project Total
Medicaid spending in Alaska will increase

by 7.7%

18



%

State HUNds
Spending

State Funds S pending

 State matching fund spending on Medicaid
Services was approximately $380 million in
CY2005.

. By CY2025...

- Actual spending will grow to approximately
$2.1 hillion.

- Inflation adjusted spending will grow to
approximately $1 0 hilli n.



State Funds Spending

State Matching Fund Spending on Medicaid Claims to Grow
8.9% Annually

ANy AMILQOHHi: **

Cc _
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State Funds Spending

Projected per capita state matching fund spending on Medicaid
Services will grow substantially .
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Going Forward

G oing Forward

“The Alaska M edicaid program will
fundamentally change over the next
20 years from a program that
centers on children to one that is

”

dominated by seniors.

Janet Clmke
Assistant Commissioner, DHSS

4



G oing Forward

Some factors are w ithin your

control...

« Eligibility requirements
 Reimbursement rates

» Services provided

The com plete report is

available on the Internet at:

www.hss state ak us/das
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Executive Summary

Executive Summ ary

In April 2005 the Alaska Department of Health and Social Services (ADI ISS) contracted
with the Lcvvin Group and ECONorthwest to develop a long-term forecasting model of
Medicaid spending for the State of Alaska. This document describes the steps
undertaken in the development of the forecasting model and provides details on the

projected growth in enrollment, utilization, and spending 011 Alaska's Medicaid

program through 2025.

This report is intended to inform ADI ISS executives and the Alaska State Legislature of
the substantial projected growth in total spending on Alaska's Medicaid program and
the projected growth in state matching fund spending on the Medicaid program. The
projections of total and state matching fund spending presented in this report assume
that the mix of Medicaid services remains constant and that eligibility criteria do not
change in the future. These assumptions were necessary to show how Medicaid
spending in Alaska would grow under the program's status quo. The statistical models
developed for this analysis will be provided to ADI ISS staff providing them the ability

to update the Medicaid forecast as more timely data become available.

KEY FINDINGS
The Alaska Medicaid program will fundamentally change over the next 20 years from a

program that centers on children to one that is dominated by sen'ors (age 05 and older).
This is a result of changes in Alaska's demographic profile, which will include many
more seniors. On a per-recipient basis, spending on Medicaid services for seniors is
substantially higher than spending for children. As this portion of the population grows
rapidly over the next 21 years, Medicaid spending will also grow rapidly. In calendar
\ ear 2005, approximately 42% of spending 011 Medicaid claims was devoted to childr*

and 22".. was devoted to seniors. By 2025, we expect that approximately 45".. of
Medicaid spending will be devoted to seniors and approximately 30% will be devoted
t9 children. As Figure 1shows, we expect spending 0ll Medicaid claims for the elderly

to surpass spending on the working-age population by 2015 and to surpass spending on

children by 2018.

Ihc | rii'iu lHruu/i. Inc. iiinl i.CONorthwcst



Executive Summary

Figure 1: Spending on Elderly will Surpass Spending on Other Age Groups by
2018

Forecasted Pioportion of Total Spending on Medicaid Claims by Age Group, 2005-2025
D

B
10%

—+—Children Working-Age Adults —*—Elderly
5%

0% -

2006 2007 2000 2011 2013 2015 2017 2019 2021 223 205

Year

Sourc*. l.cwin Group A HI'ONortlmesl anal) -us of Alaska Department of Health and Social Services data.
Note: Spending projections are on an incurred service hesis.

Among the key findings of this report are the following:

¢ More important Ih.tn any of the other factors in our projection of the Alaska
population, the 65 and older population is projected to grow rapidly, almost
tripling from 43,01)1) to 124,000 between 2005 anti 2025.

.

Alaska's Medicaid program has been a program dominated by spending on
services for children but it will change to one much more focused on the elderly.
This change will affect the mix of benefits that Medicaid provides and, more

importantly, the cost. Average per-recipient costs of Medicaid services are much
higher for the elderly than for children.

Thril.avhi Crou/t, Inc.imil T.CONortliwi'st



Executive Summary

Projected to grow a little faster than the state's population, we expect Medicaid

enrollment— on a full time equivalent basis— to reach 131,000 by 2025 (compared

to 95,000 in 2004).

Total spending on Medicaid claims will increase from approximately $975
million in CV 2005 to approximately $4.7 billion in CY 2025.

An increasing share of the Medicaid burden will be shifted away from the
federal government to the state. State matching funds tor Medicaid claims arc
projected to increase at a faster rate than the total Medicaid program-8.9%

versus 7.6% for total funds (see Figure 2).

Figure 2: State Matching Fund Spending on Medicaid to Grow 8.9% Annually
Total Forecasted State Matching Funds for Medicaid Claims (in Millions of Dollars). 2005-2025

$2.5

Average /rmual Growth Rate: 8.9%

$2.0

SO0.5

$00 - - — - — 1 — — — — — -
2005 2007 2009 2011 2013 2015 201/ 2019 2021 2023 2025

Year

Source: l.cwm (irottp .V I ( ONorlimcM analysis o f Alaska Department ofllcaltli and Social Sctxices data
Note: Spending projectionZXate on an incurred sere itc basis Not adjusted lor intlulion.

Lhr 1 ru'in drnufi, Inc. itml 111 Wortlm'cat



Executive Summary

Table land Tabic 2 show projected utilization and spending for the five fastest growing
Medicaid service categories. With the exception of Vision Services, these categories are
also expected to be among the most expensive Medicaid services provided in 2025. In
fact, As Table 2 shows, over half of state matching funds will be spent on just two
service categories— Personal Care and MCB Waiver. These are two of the most

important Medicaid service categories for Alaska's seniors.

Table 1. Forecast of the 5 Fastest Growing Service Categories by Utilization,
2005-2025

Calendar Year Average Rank by
o : Annual % Avg.
Medicaid Service
2005 2010 2015 2020 2025 Change  Annual %
(2005-2025)  Change
Personal Care 5.029 8,626 14,587 23,617 35,311 9.7% 1
HCB Waiver 4.167 7,004 11,428 17,686 25,263 9.0% 2
Residential Psych./BRS 1.227 1,898 2,766 3,889 5,319 7.3% 3
Therapy/Rehabilitation 9,949 15,240 22,242 31,135 41,529 7.1% 4
Vision 24,288 35,006 47,669 61,614 75,190 5.7% 5
Unduplicated Count of 113,953 130,017 141,184 148,117 150,743 1.4% NA

Medicaid Recipients

Hﬂggiucgli';aéadm%%g?t of 132,344 151,036 163,971 172,022 175,073 1.4% NA
Source: Lewin (]iro_up & hCONoitlnvost analysis of Alaska Department of Health and Social Services data.
Note: In this analysis we deline service utilization as the annual tinduplicutcd count of persons who used a particular

Medicaid service during the fiscal year

Table 2: Forecast of the 5 Fastest Growing Service Categories by State Matching
Funds (In Millions of Dollars), 2005-2025

Calendar Year A Avg.| y bRaX]k
Medicaid Service 2005 2010 2015 2020 2025 gf?:f?geo Anynugllg%
(2005-2025) ~ Change
Personal Caro S48.7 S1050 $200.6 S367.3 $629.1 12.8% 1
HCB Waiver S49.0 $100.6 $181.8 $316 1 $520.4 11.8% 2
Residential Psych/BRS S27.1 $52.9 $88.0 S141.1 $221.5 10.5% 3
Therapy/Rehabililaiton $11.5 $21.7 $35.4 $56.3 $85.9 10.0% 4
Vision $0.4 $08 S1.2 SI1.7 $2.4 8.6% 5
All Medicaid Services $350 $591 5902  $1,377 S2.070 8.9% NA

Source: | ewin (iroup »V I't ONortImest analvsis of \lL.tsk.i Department ol Health and Social Servictfs data
Note: Dollars are not adjusted for inflation

['lirtnrin Group, Inc. oinlrCONorthwcst



Executive Summary

« State matching fund spending on claims provided by the Alaska Medicaid

program will grow from approximately $350 million in calendar year 2005 to just

over $2 billion in calendar year 2025.

« The main factors responsible for growth in spending on Medicaid services are
population growth, aging of the population, increasing utilization of Medicaid

services by enrollees, and growth in the prices of medical services.

Growth in total (federal and state funds) spending on claims will slow from the
pace of the last decade. On an average annual basis, total spending on Medicaid

claims is projected to increase bv 7.8%. Comparatively, between 1098 and 2004,

spending on Medicaid claims increased by 16.6%.

« In calendar year 2005, state-matching fund spending on Medicaid claims was
approximately S500 per Alaskan citizen. We project this will grow to
approximately' $2,000 bv 2025 -an 8.0% average annual growth rate.
Comparatively, per-capita personal income in Alaska is projected to grow by less

than 3.0% per year over this same period.

« Bv 2025, more than half of state matching fund spending on Medicaid claims is
expected to be for Personal Care and IICB Waiver. In CY 2005 these two service

categories account lor less than 30% of the state's spending on Medicaid claims.

e Medicaid enrollment will grow at almost twice the annual rate (if Alaska's

population (1.4% vs. 0.86%).

e lor the elderly, Medicaid enrollment is also projected to grow at a greater annual

r tie than the population (6.3% vs. 3.3%).

 Medicaid utilization will grow bv approximately 4.3% per year between 2003

and 2010, but this rate of growth will decline to approximately 2.1", between

2020 and 2025.

e We project relatively slow growth in the enrollment rates of eligibility categories

specific to children (e.g. litle XIX kids), but high rules of growth in eligibility

Tile L.nt'in (erou/>, Inc. Imil 1 CONorllnves|



Executive Summary

categories geared more heavilv toward the elderly (e.g. Long Term Care Non-

Cash).

e The elderlv population in Alaska will almost triple between 2005 and 2025 from
43,000 to 124,000; while the child population will remain relatively stable
growing only from 205,000 to 245,000 in 20 years.

e The Native population will increase on average by 171\M* per year, while the
Non-Native population is expected to increase by only 0.67Vu. The difference
between the two growth rates is expected to result in the Native proportion o!

the population increasing from approximately 17°. in 2005 to approximately 21

by 2025.

e« Currentlv, Natives are almost three times as likely to be enrolled in Medicaid as

are non-Nntives.

e The enrollment of males into the Medicaid program is projected to grow slightly
faster than females. Still, due to greater life expectancies, higher rates of poverty,
and pregnancv and related needs, we expect the proportion of females in the

Medicaid program to remain higher than males.

e The Anchorage/Mat-Su region, with almost half ol all Medicaid enrollees in
2005, is expected to increase its Medicaid population by 2.0"» per year— the

fastest growth of any of the regions.

The I eu'in hu iiml 1 <OSorlhWtot



Introduction

Introduction—-— Alaska Medicaid Spending Projection

In this study, we develop long-term forecasts of Medicaid program spending from 2005
through 2025. We project spending for 20 categories of services provided under the
Alaska Medicaid program. Although results are presented at state level for all residents,

analysis is conducted on aregional basis for demographic subgroups of the population.

In addition to this report, the models constructed for and used in the analysis will be
installed on Alaska Department of |lealth and Social Services (ADI ISS) computers. This
will provide ADI ISS stall the ability to update the forecast as more timely data become
available. The models were developed in the Statistical Package for the Social Sciences
(SI'SS) at the request of agency staff. The SI'SS modeling syntax serves as
documentation of the analysis, allowing ADI ISS staff to operate and, if necessary,
modify the models. Indeed, the primary contributions of this project are the
development of a methodology and set of statistical models that will allow ADHSS staff
to prepare long-term forecasts of Medicaid spending into the future. Neither the
demographic profile of Alaska's population, nor the administrative aspects of the
Medicaid program are static. It is important, therefore, that ADI ISS staff has the ability
to inform Medicaid administrators and policy makers about fiscal issues related to the
Medicaid program. ADIISS now has a tool that they can use to project the impact of

proposed changes to the Medicaid program.

I his report presents the findings from our analysis ol long-term Medicaid spending in
Alaska. It is based on tin* most currently available data and represents a benchmark lor
future forixrasts, but does not reflect changes in Alaska's Medicaid program made since
the last veat of hi* orical data (fiscal year 2004). We recognize that changes to the
Medicaid program ADI ISS has implemented since | Y 2001 already have hail-and will
continue to have— an impact on enrollment, utilization, and spending.1With the new
long-term forecasting model m hand, these changes will be reflected in ADHSS' future
updates of the forecast. Revised projections will have the same validity as the

benchmarking projection because tin*\ will be based on the same model.

I san.ples bl changes nuilc inthe Malic.ml piogram since 1Y JimU inctmfc mimctoiis changes implemented in
ami.nn o'sls. the Hime the Kids Home mili.ilive In tcltimclnlilicil inmilml sl.ile iesnlonli.il psuliialiic trealmeni
caiteis in Alaska. changes in llie I'eisoital ( uic Atlcniiani prnpiam. am! llie launch ol Medicare** prescription drop

berefits

L' Ii'win Group, Inc. iiiul | CIK\orlhirlS/



Introduction

SUMMARY OF METHODOLOGY
The main factors responsible for growth in spending on Medicaid services are

population growth, aging of the population, increasing utilization of Medicaid services
by enrollees, and growth in the prices of medical services. Our methodology, therefore,
entailed detailed analysis of each of these factors in order toformulate aseries of
statistical models to project total spending on Medicaid services.The statisticalmodels

of Medicaid enrollment, and service utilization and spending were developed using
historical enrollment-level data provided by ADI ISS. Population forecasts for five
regions of Alaska were based on historical Census population estimates and statewide

population forecasts developed by the Alaska Department of Labor and Workforce

Development.

The forecast of total spending on Medicaid services depends on the following key

demographic, economic, and program-related factors:

e Growth in Alaska's resident population and changes in demographic

composition
e Changes in the Medicaid enrollment rate
 Changes in the utilization of Medicaid services by Medicaid enrollees

« Personal health services specific price inflation

flu* creation of the long-term Medicaid forecasting model for Alaska required the

development ol five separate modeling tasks. | hose include:

« Task I: Project population of Alaska by regional-demographic grouping: |he lirsl
step in determining the demand for Medicaid services in future vears is to
understand the sj/e of the Medicaid eligible population, its demographic
chorncteilstics, and its regional distribution. We do this by projecting Alaska’s

population through 2d25 bv the following four characteristics:

* Region (5)
« Age Cohort (1)
Gender (2)

e Nntive/non-N'alive (2)

Ihe leii'in Group, Int. uiul1.CO Sorlhive”|



Introduction

This results in 220 subpopulations (5*11 *2*2 = 220) that we project for each year from
2005 to 2025. The purpose of projecting Alaska's population at such detail is that
eligibility for and consumption of Medicaid services differs greatly by age and gender;
the federal match rate varies between Medicaid service categories and by Native/non-
Native status; there may be regional differences in the eligibility and participation rates

for Medicaid, as well as in the costs of service.

Task 2: Project Medicaid enrollment rate for each of the 220 subpopulations: Using
Medicaid enrollment data provided by the Alaska Medicaid program for fiscal years
1997-2004, we estimated regression equations of Medicaid < irollment rates for children
(0-19 years of age), working-age adults (20-64 years of ag ,, and the elderly (65+ years
of age). These equations included a range of demographic variables designed to
measure differences in enrollment for these groups, including age, gende., Native/non-
Native status, and region of residence.- Coefficient estimates from the regression
equations were used fo project the proportion oi each of die 220 subpopulations
enrolled in Medicaid through 2025. Medicaid enrollment is then allocated across the 11

eligibility classes based on historic trends. Medicaid eligibility classifications were

determined by ADHSS staff.

Task 3: Project utilization by Medicaid service class for each of the 220
subpopulations: Using historic Medicaid data on utilization of Medicaid services for
each of the 20 service classes, we project Medicaid utilization lor each of the 21 service
classes within each of the Il eligibility groups and the 220 subpopulations. Service
utilization is modi led using logistic regression, a statistical modeling technique used lor
estimating the probabilitv of an event occurring, lor our purposes, the event is the

utilization ol a particular service within a given year.

Task 4: Forecast the average and total cost per year of Medicaid services by
subpopulation: Lsing linear regression analysis, average spending per recipient ol each

Medicaid service- category Vv evgrossed on demographic and other explanatory

In addition. we ev.miiucil Malcwnle economic Jala, including loi.il personal income. per capita pcfMin.il income,
anil employmerit 1lie statewide il.ita provided no explanatory powei in die eniollment rale models and was.
Ilieielotc. dropped Irom toe models Keeional ecoiiomie data were not examined because we know ol no uvuduhlc
lonp iemi forecast oi mic id.iia Statewide economic d.iia trom llie t mxersiu oi VlaskaV Insiiinie lor Social and
I coiionnc Research (1S| kt were also considered m die repression models Ilie economic data, however, tint uol

provideudiliiion.il cxplarainr) power and were, iherelote. dropped limn die models

[lie I ru in lan«/r, Im.unit 11 ()\nrtliwi >l



Introduction

variables.1 One regression model was developed and estimated for each of the ?r
service categories. The results obtained from the 21) models were used to project total
real spending per Medicaid recipient through 2025. Using national-level forecasts of

medical inflation, we then project total annual nominal spending per recipient through

2025.

Task 5: Forecast total state matching fund spending on Alaska's Medicaid program:
The State's obligation to cover the cost of an individual's Medicaid costs differs
according to the individual's Medicaid eligibility group, category ol Medicaid service,
provider of Medicaid-related service, and Native/nor. Native status. Based on cost
share information from ADHSS and our projections of total Medicaid spending by

service categorv, we forecast total state matching fund spending through 2025 by the

State of Alaska.

Task 6: Forecast the cost of other payments and offsetting recoveries: This final
component of Medicaid spending is not directly tied to indiv; Inal claims and, therefore,
cannot be forecasted bv the same methods described above. Rather, for projections of
Offsetting Recoveries, future credits are assumed to grow at approximately tl e same
rate as in the past. I'or the forecasts of Medicare Part A & Part B Premiums, the
historical relationship between spending on this program and growth in the elderly
population (65 and older) was statistically measured and used as a basis for projecting
future spending by ADHSS on Medicare Part A & Part B Premiums. Finally, for the
Supplemental Ilospital Payments program, the relationship between spending on this
program and spending on the Inpatient and Outpatient Hospital services categories

was statistically measured and used as a basis for projecting future spending on the

Supplemental |lospital Payments program.

MODEL ASSUMPTIONS AND LIMITATIONS
The l.ewin (Troup and | CONorthwrM reali/e that the value of economic analysis

depends on the qualitv ol the data and assumptions employed. We have worked
carelullv to ensure the quality of our work and the accuracy ol our data. lhroughoul
this report we identity our sources ol information and the assumption:- used lit the
analysis. We have undertaken tonsiderahle effort to validate the forecast ai d to confirm

the reasonableness ol the data and assumptions on which the forecast is based

Note. Arlui.il Mi_tJii.ml s|k wliiif: i f.uli al (ie Instnidi. il o moim i1 il is inld.iliun _iidissHil itdn 21HM iinll.us

Ihelrwin Group, Inc.oml[1COXorllui'Ol



Introduction

Nonetheless, we acknowledge that any forecast of the future is uncertain. The fact that
we view the forecasts in this report as reasonable does not guarantee that actual
enrollment in, utilization of, and spending on the Alaska Medicaid program will equal
the projections in this report. ADHSS administrators and the Alaska's elected
representatives must recognize the inherent uncertainty that surrounds forecasts in
considering the long-term Medicaid spending projections. The primary benefit of this
report to Medicaid administrators and Alaska's policy makers is information on the

direction and approximate magnitude of changes in the Medicaid program.

There are many assumptions underlying the forecast, which the Lewin Group and
ECONortinvest have deemed to be reasonable. ADHSS established a steering
committee of program and financial managers experienced in Medicaid policy to
provide guidance throughout the process of developing the forecast models. |he
steering committee provided valuable feedback on the suitability of our assumptions
and the reasonableness of our results. Throughout the analysis, we relied upon the best
available information, including historic Medicaid claim data, the State of Alaska's
official population forecast, and nationally recognized information on trends in medical
prices. In addition, in no instances do we impose anv speculation on future Medicaid
policies or procedures. Rather, we develop the long-term forecast as it the policies and
practices of todav will be the status quo throughout the forecast period. Assumptions of

particular importance, include, but are not limited to, the following:

e The mix of currently available Medicaid services is assumed to be constant
throughout the forecast period. |he Slate of Alaska currently provides Medicaid
services not mandated by the federal government. We assume the State will
continue to provide these services throughout the forecast period.

« \ *dicaid eligibililv requirements will not change throughout the length of the
forecast period.

* With respect to gender and age cohort, Alaska's population will grow .it
approximateh the rate forecasted bv the Alaska Department of | abor and
Workforce Development in their Febriian 21)05 report. Relative population
growth bv region of the stale and In Native/nmr-Native status will be similar to

that experienced between IWO and 2000.

« flu* growth rate in the prices of Alaska's Medicaid services will be the same a®
the projected growth rate in the prices ol personal health care services, embodied

7he leii'in ( Inc. unit I'COS'nri/mmt
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in the Center for Medicare and Medicaid services' national personal health care

deflator.

« Neither the historical data nor the spending forecast will directly correspond to
the ADHSS accounting or budget systems. Additionally, the claims data is based
on date of service while the accounting and budget systems are based on dates of
payment. There are three reasons for this:

1 The data used in the forecast of total spending are based on date of service
and not on date of payment;

2. The payment amounts include only claim payments processed through the
Medicaid Management Information System (MMIS) and do not included any
payments or accounting adjustments not made through MMIS (i.e., the data
do not directly correspond to accounting records);

3. The historical data are based on the State's fiscal year, but the forecasts are on
a calendar year basis. This was done to remain aligned with the population

forecast.

« Claim data for Fiscal Yc Ir 2005 are used as a benchmark for the long-term
forecast. These data were not, however, used in the development of the forecast.
The reason for this is that the st Tistical models used in this analysis were
developed in Q2 and Q3 2005, and the earliest the FY 2005 claim data became
available was a month or more into Q3 2005. Further, because this analysis is on
an incurred basis and many claims .ire not paid for several months or more after
the service is incurred, there is currently and will continue to be for several
months much missing cost data in the FY 2005 cla m data.

e Data for vcars 1097, 1999, 2001, and 2003 are not shown in historical tables of
utilization and spending because of limited space. Average annual growth rates
are slightly lower when considering the period 1997-2004.

« Forecast data are only shown for 2005, 2010, 2015, 2020, and 2025. |he model,
however, forecasts each year from 2005 through 2025.

e The enrollment and claims data provided by ADHSS were from their Juneau
Claims and Enrollment (JUCF) database. IUCF contains Medicaid enrollment
records and claim-level data on paid claims, adjustments, and voids. IUC | does
not include denied claims, claims pending adjudication, payments not processed
through MMIS, or administrative costs For the long-term forecasting model,
ADHSS summarized enrollment and paid claims data into one record for each
individual enrolled in the Medicaid program lor each complete fiscal year
available (1997-21)1) I) using the following It) criteria.

Hit' 1 rii‘in (innip. Inc. itnil 1 CONorlllii'i'sl
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1 Claim date is based on the date the service was provided (incurred), not
the date the claim was paid.

2. Only complete fiscal years are included in the data tile. Data for fiscal year
2005 are excluded because there is a lag between providing the service
and paying the claim. Many of the claims incurred during fiscal year 2005
will not be paid until fiscal year 2006.

3. There is one record per individual for each fiscal year he/she is enrolled
in Alaska's Medicaid program, regardless of whether he/she is enrolled
for one month during the fiscal year or for the entire fiscal year.

4. Data were grouped so that classifications are consistent with those
typically used bv ADI ISS in budgeting analyses and financial reporting.
The list of variables include ID year, region, gender, race (Native/non-
Native), age, months in program, eligibility classification, and service
classification.

5. To protect the privacy of clients, no personally identifying information
(i.e., name, birth date, social security number) was included in the data
file. The Medicaid client identification numbers were recoded by ADHSS
to create the ID variable and cannot in any way be used to identify

individuals.

6. The race variable is one of two values: Native or non-Native. The Native
category includes anyone identified as Alaska Native or American Indian.
Race is a self-identified optional field on the enrollment application.
Natives who left this item blank would be counted as non Native.

7. The Months-in-I'rogram variable is the number of months during the
fiscal year in which the individual was enrolled in Medicaid. Eligibility is
determined on a monthly basis. If a person is eligible for one day in the
month, they are eligible for the whole month,

S. When summarizing enrollment data, if multiple values were encountered
in the region, gender, race, or age variables, one of the values was chosen
randomly bv assigning an integer between | and 12 (inclusive). The
integer represented the month of the liscal year in which to determine the
individual's value for the entire fiscal year.

9. The 11 eligibility classifications are based on groupings of eligibility
subtype codes (See Appendix A). If a client's situation changes over time,
he/she is reassigned to the eligibility code that best fits. Consequently,
there is a great ileal of movement between classifications and it iscommon

Ihrlarm Grouji, liu\ mill 1.CONortliw cs|
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lor individuals to have more than one eligibility code during the year. If
multiple eligibility codes were encountered during a fiscal year, the last

value was chosen.

10. Claim data were aggregated into 20 service classifications based on
ADHSS categories of service (See Table 9). The net amount of claims paid,
including debits, credits, and voids, was summarized for each individual
enrolled for each fiscal year. Not all enrollees had claims in all service
classifications. In fact, some enrollees did not have any claims at all for a

fiscal year.

Ilir I rwin Cirou/i, Inc. mul I CONnrlinvrat



Chapter 1— Alaska Population Trends

Chapterl1- Alaska Population Trends

Approximately 23% of growth in national health spending is clue to population
increases and changes in the demographic mix of the population." Consequently, we
began our forecast of Medicaid spending by developing projections of the number of
people in the state by demographic characteristic (age, gender, Native/non-Native
status) for five regions of the state through 2025. These data provide kev underlying
trends that will drive enrollment and utilization of health services. It is important to
note that we undertook the task of developing long-term population projections for

Alaska because we believe such information is critical to developing a long-term cost

forecast for Medicaid.

STEPS IN DEVELOPING THE POPULATION FORECAST
In this section we describe in detail the steps we undertook to produce the Alaska

population forecast throuj.li 2025. Prior to developing the population projection, we
reseaiched the availability of official state or federal population forecasts that we could

relv on for this analysis. We identified and relied on two sources of data to develop the

population projections needed in this analysis.

Decennial U.S. Census data, 1990 and 2000: Our baseline forecast was developed by
calculating the average annual growth rate ol each of 221) subpopulations for Alaska
between 1990 and 2000. The growth rate for each of the subpopulations was then

applied to its respective 2000 population and projected through 2025.

Projections for Alaska population 2005-2C29, developed by the Alaska Department of
Labor and Workforce Development: The Alaska Department of Labor and Workforce
Development (ADLWD) provide population projections by age and gender for the state
of Alaska through 2029.* The ADLWD is in the process of developing sub-state
population forecasts bv demographic characteristic, but these estimates will not be
available until after this report is completed. |he currently available state population
forecast is nevertheless valuable in the development of our population projection. As

the official population forecast for State of Alaska, it provides a control for state-level

population growth by age and gender.

*Lew in <iroup analysis ol the Centers lor Medicare ami Medicaid Sen ices. National Ileallli Ispeinliturcs Data.
See.l laoiidiiih |tends. I ebtuary 2HI5. Vol. 25 2
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As mentioned above, the ADLWD published its long-term (through 2029) statewide
forecast by age and gender. This is a valuable source of information for developing the
population projections required for this analysis, as age and gender are the two key
demographic characteristics related to Medicaid utilization. The ADLW D has not at this
time, however, published a population forecast that includes Native/non-Nlative status
or extended its forecast to the sub-state level. Such a forecast is expected within the near
future and we recommend updating the long-term Alaska Medicaid forecast based on

this official population forecast for the State of Alaska. The lack of official sub-state

population forecasts compelled us to develop our own,

Step 1. Determination of Population Characteristics to Include in Forecast

Prior to developing the long-term population forecasts needed for this analysis, we
worked with ADHSS staff to determine the factors of importance for developing the

population projections. We found that there are three major factors io consider.

Differences in utilization: Many Medicaid services are specific to a particular gender
and age cohort. Because of this, we determined that the population forecast must

provide information on these two important demographic characteristics.

Maintaining consistence with Medicaid forecasts performed by the Lewin Group for

other states, we determined that 11 age cohorts would provide the necessary level of

detail for the analysis.” | heseare:

e Ages 0
e Ages5-9
* Ages ID-1!

e Ages 15-19
e Age*- 20-2-1
e Ages 25*34
« Ages 35-44
» Ages 45*54
e Ages 55-04

W alsi> ninMilcicil segmenting the 75 ami oldei ape catenate into ivwo ape categories: 75-X4 ami K5 ami older
| here were not enough historical tl.ila however, inwarrant a separate ape calegorv lor the X5 ami older ape group
We recommend revisiting this issue at a Inline date as tli s portion ol the population grows and more data become

available

Till'I 1'ivin cirorv=, Inc. tiinl | COXorthuvsl
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e Ages 65-74
« Ages 75 and older

Differences in availability of Medicaid services and costs of travel to obtain services:
Because the availability of Medicaid services varies across Alaska, as well as the costs
incurred by Medicaid in providing travel services to obtain services, we believed it

important to consider regional variation in Alaska's population growth.

We initially considered performing the analysis at the census area/borough level.
Doing so, however, would have required much more information on future conditions
at the regional level than is currently available. It is also doubtful that such detailed
regional information would be more beneficial to the Medicaid cost forecast than more
aggregate regional information.7 Working with ADHSS staff, it was determined that it

was sufficient to base the analysis on the following five regions.

Anchorage/Mal-Su: Northern:
.Mdtaiuiska-Susiln.i borough Denali borough
Municipality of Anchorage Fairbanks North Star borough

Western: North Slope borough
bethel Census Area Southeast Fairbanks Cetisus Area
Nome Census Aiea Yukon-Koyukuk Census Area
Northwest Arctic borough Southeast:
Wade I lampton Census Area Ilames borough

South Central: Juneau borough
Aleutians bast borough KeU hikan tkitewav borough
Aleutians West borough Prince of Wales-Outer Ketchikan Census Area
bristol bay borough Sitka borough
Piilingham Census Area Skagwav-I loonah-Angoon Census Area
Kenai Peninsula borough WrangelM Vtershurg Census Area
lake and Peninsula borough Yakutat borough

Valde/ Cordova Census Area

figure 5 shows the regional designations used for the population and Medicaid
enrollment and utilization forecasts. The five regions are consistent with U.S. Census

Area hound tries and are nearly identical to what ADHSS uses .is Direct Service Staff

It is also likely that projecting individual soeio*Ucmogruphic populations within small regions of Alaska could
result in inaccurate and misleading population force sts due to the veiv small populations sviilim mans . cimis aie.is

and boroughs

[e/ 'ti'in (inmi, Im. iniil | CONorlhwcst
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Regions. The only difference being that for the Medicaid foiecast, Matanuska-Susitna

Borough (Mat-Su) is combined with Anchorage instead of including it with the South

Central region.8

Figure 3: Alaska Long-Term Medicaid Forecast Regions

Region | ifloUltemi

T

Regicn 2iv /est«ni * \\\
Region 41Anchoiage/Mat-Sui

Region 3<Caotillicential> (
J' Oor'

Regicn 5iCooftieaiti

Snuico: l.cwin (itmip .V Il <>Norlliwcsl h.isal nn regional <lcsiji«<;Wj*>ns «Iclemnncii b\ \PI1ISS I?cen*n «.ire

consistent with ( cnstis Area boundaries.

Differences in Federal reimbursement rate for Medicaid setvices: There are
differences in the Il'ederal reimbursement rates for Medicaid expenses based on
Native/non-Native status. In particular, the Federal government reimburses the Stale of

Alaska tor 1()(".. ol the cost associated with providing Medicaid services to the Native

> ADI ISS Main .iul claims ilit.i arc (eencoded b> Lcnstis Area
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population if the provider is a tribal health facility. Because of this, we believe it

important to consider population growth within each of these populations.

Considering each of these population characteristics requires forecasting 220 sub-

groups of the Alaska population.**
Step 2. Baseline Population Forecast

The baseline population forecast for each of the 220 sub-groups is based on the growth
rate of each of the sub-groups between 1990 and 2000. Using decennial U.S. Census data
we calculated the average annual growth rate for each subgroup during the 1990s and

applied il to the respective 2000 population for each year through 2025.

Step 3. Controlling for Statewide Population Forecast

In developing the baseline population projections, we understood that at best we would
produce a rough approximation of population growth h\ demographic characteristic
through 2025 In this third and final step of the population projection exercise, we
adjusted our projections of the 220 subpopulations by Alaska's official state-level
population forecast. As stated above, this forecast, produced by the ADLWD, is a
projection of the State's population by gender and age through 2029. Il provides us with
the Stale's official population forecast for 22 suhpopulations (2 genders * VI age cohorts
= 22 suhpopulations). Hxcluded from the official population forecast is information at
the sub-state level (i.e., <0 the level of the five regions considered in tlvs analysis) and
information on the Native/non-Native populations. Nevertheless, it was an invaluable
source of information in which to improve the accuracy and consistency of our
population projection. The ADLWD population projection was integrated into our

population projection in the following way:

For each vear of the baseline projection (2005-2025), we aggregated the 220
suhpopulations bv gender and age. Because there are 2 genders and 11 age cohorts, we
aggregated the d ita into 22 groupings. This was done for each year of the projection,

thus matching the level of aggregation of the ADI W I) slati wide population forecast

I lie 220 Mihpupul.ilmiiN.ire created In nuiliipKuijl; 2 (pendei | 11 dee eruii]WM * 2| Native non-Nitlivel * 5
(regions) 220.

Tin" | 'U'iit Citou/i, Inc. ninl 1. (IXinlIni‘ot
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We calculated the "control" factor to be applied to the baseline forecast so as to make it

consistent with the ADLWD forecast. The control factor was computed using the

following formula:

Baseline Population uhM.aw + ADLW D Population cmicr.a’c- Correction Factor

We applied the correction factor to each of the respective 220 subpopulations for each
year of the projection. For example, the control factor for males age 0-4 was applied to
Native males age 0-4 for each of the five regions and to Non-native males age 0-4 for
each of the five regions. 13v doing this, we forced our projection of 220 subpopulations
to bo consistent with the State's official population forecast by age and gender.

Throughout this report we refer to the forecast of the 220 subpopulations as the Alaska

Long Term Population Projection (ALTPP).

PROJECTION OF ALASKA POPULATION
In this section we review the implications of the ALTPP with respect to changes in

population by region, Native/non-Native status, gender, and age cohort. It is through
reviewing the population forecast by the regional/demographic grouping that we are

able to determine if the projection is indeed reasonable.

Figure 4 and Figure 5 show the projected population and population growth rates,
respectively, for Alaska for each year through 202". Although we project positive
population growth through 2025, as Figure 5 shows, the rate of population growth is

expected to decrease over time. This is consistent with the ADI.W I>population forecast.

Theladit Group, Inc. unitIX ONorthwest
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Chapter 1— Alaska Population Trends

Figure 4: Alaska Statewide Population Forecast, 2005-2025
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Figure 5. Projected Annual Growth Rates in Alaska Statewide Population
Forecast, 2005-2025
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Chapter 1— Alaska Population Trends

Figure 6 through Figure 9 show the ALTPP by demographic characteristic. As Figure 6
shows, we project positive population growth for the Northern, Western, South Central,
and Anchorage/Mat-Su regions, but a slight population decline for the Southeast
region. The Southeast region experienced the slowest rate of population growth
between 1990 and 2000 of any of the five regions, based on U.S. Census Bureau data. In
fact, the Southeast region grew at less than one-fourth the rate of the next slowest

region (South Central) and added fewer than 1,400 persons during the decade.10

Figure 6: Alaska Population Forecast by Region, Selected Years
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Development data.

Following national trends, Figure 7 shows that while population growth in the younger
age cohorts is expected be low through the forecast period, the n3 and older population
is projected to grow rapidly, almost tripling from 43,01)1) to 124,000 between 2003 and
2023. The projected growth rale by age cohort in the ALT**I* is directly tied to the 2003

Ian goniii wish to note that the rcgionuMcwl forecast in not directly tied to the ADI \ I)population forecast.

The lrw in C.ronfKk Inc.amil CONorlhwecst
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Chapter 1—Alaska Population Trends

ADLWD population forecast. More important then any of the other factors by which we
projected the Alaska population, the extremely large expected growth in the 65 and

over population will have an accompanying large impact on the utilization of Medicaid

services.

Figure 7: Alaska Population Forecast by Age Cohort, Selective Years
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Despite its historic reputation as a predominantly male state, the 2(v)i>rADLW D forecast
projects the female proportion of the population to increase from 48.7V» in 2005 to just
over 50".. in 2025 (see Figure S), |his continues a long-term trend in Alaska and puts it

more closelv in line with the gender ratio of tin* U.S. as a whole.

[In*Trw in iirniijK Inc.mnl 1 CO Xortliwot
17



