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M E M O R A N D U M

TO H O U S E  HESS COMMITTEE MEMBERS

FROM N A N C Y  BENNETT, COMMITTEE STAFF

RE H B  697 - A N  A C T  P R O H I B I T I N G  M U N I C I P A L  SALES TAX ON
PURCHASES M A D E  W I T H  FOOD STAMPS

The HESS C o m m i t t e e  introd u c e d  this bill, at the r e q u e s t  of the 
De p a r t m e n t  of H e a l t h  and Social Services, b e c a u s e  a n e w  
federal l a w  m a n d a t e s  that states m u s t  h a v e  in p l a c e  b y  O c tober 
1, 1986 ? law p r o h i b i t i n g  sales tax on food s tamp purchases.

We h a v e  a d r a f t  C o m m i t t e e  Substi t u t e  for the bill w h i c h
i n c o r p o r a t e s  two n e w  sections, 1 and 2 of the bill, w h i c h  
c l a r i f y  t h a t  h o m e  rule m u n i c i p a l i t i e s  m a y  not t a x  food stamp 
purchases. C l e a r l y  this was the intent of the o r i g i n a l  bill, 
but an o v e r s i g h t  in d r a f t i n g  w h i c h  was p o i n t e d  out to us by 
the d r a f t i n g  a t t orney a f t e r  the i n t r o d u c t i o n  of H B  697.



f f b  ^

) Prohi b i t i n g  municipal sales tax on purchases made 
mps

HB 697 would p r o hibit the state or local g o vernments from 
charging a sales tax on purchases of food m a d e  with food stamps. 
Enactment of this provi s i o n  is n e c e ssary to ensure state compliance 
with the Federal Food Stamp Act. Recent amendments to the act 
provide that as of October 1, 1986 the p r o g r a m  cannot be
administered in states w h e r e  tax is charged on food stamp 
purchases.

A c c o r d i n g  to the D epartment of C o m m unity and Regional Affairs, 
in 1984 food stamp purchases g e n e rated approx i m a t e l y  $300,000 in 
sales tax revenues statewide.

CSHB 614 (HESS) E x t e nding the t ermination date of the Board of 
Dental Examiners

HB 614 w o u l d  extend the dental board through 1988. The letter 
of intent p a s s e d  b y  the House calls on the board to complete a 
series of tasks that would address concerns raised by the 
Legislative B u dget and A u d i t  committee.

D uring its sunset review of the board in M a r c h  1986, the 
Senate Health, Education and Social Services C o m m ittee recommended 
its continuation.



BILL SHEFFIELD, GOVERNOR

» E B * T .  O F  C O M M U N I T Y  «3c R E G a O N A L  A F F A B R S p o u c h  a
JUNEAU. ALASKA 09311 
PHONE- (907) 465 4700

OFFICE OF THE COMMISSIONER 

March 24, 1986
949 E. 35TH AVENUE. SUITE 400 
ANCHORAGE. A LASKA  93553 
PH O N E: 19071 5531073

The Honorable Peter Goll 
Alaska State House 

of Representatives 
P.O. Box V 
Juneau, AK 99811

Dear Representative Goll:

RE: HOUSE BILL 697 - PROHIBITION OF MUNICIPAL SALES TAX
ON PURCHASES MADE WITH FOOD STAMPS

You have asked what effect eliminating sales tax charged on 
food stamps would have on cities for State Revenue Sharing or 
general operations. The impact on cities would be minimal, 
based on the following information:

* 1984 Alaska Food Stamp Benefits ...............  $19,788,024

Half of this amount is issued in Alaska cities which do not 
have a sales tax. Therefore, the number we have used in 
calculating sales tax dollars affected is $10,000,000 in yearly 
food stamp purchases.

Taxable 1984 Food Stamp Benefits $10,000,000
Statewide Blended Sales Tax Rate X 3%

SALES TAX REVENUES LOST DUE TO EXEMPTION $ 300,000

As you know, a $300,000 yearly tax loss over the entire State
would have very little effect on the Revenue Sharing Prograui or 
local government operations.

If you have any questions or would like further information,
please let me know.

* Statistics from:

Mark Murray, Food Stamp Quality Control Technician 
Department of Health and Social Services 
Division of Public Assistance

Commissioner

21-P1LH
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HOUSE BILL NO. 697

"An Act prohibiting municipal sales tax on purchases made with food stamps; 
and providing for an effective date."

BACKGROUND

On December 23, 1985, the Food Security Act of 1985 (Public Law 99-198) was 
enacted. Title XV, Subtitle A, of this Act modifies the Food Stamp Act of 
1977. One area that requires immediate attention of the Alaska State 
Legislature concerns charging tax on items purchased with food stamps.

Section 1505 states that, as of October 1, 1986, the Food Stamp Program 
cannot be administered in states where tax is charged on purchases made 
with food stamps. An extension of up to one year (October 1. '987) may be 
granted if the state can justify, to the satisfaction of the Secretary of 
the United States Department of Agriculture, that more time is needed to 
implement this change. The Act says that an extension may be given if the 
state demonstrates that implementation by October 1, 1986, would have an 
adverse and disruptive effect on the administration of the Food Stamp 
Program or would not provide adequate time for retail stores to implement 
changes in sales tax policy.

PURPOSE OF FEDERAL AMENDMENT

This amendment to the Food Stamp Act provides equity of food purchasing 
power between persons participating in the Food Stamp Program and living in 
areas where taxes are levied on food items and food stamp households 
residing in areas where food items are not subject to taxation. There are 
20 states that charge either state or local sales tax on food purchases. 
According to Congressman Leon Panetta, Chairman of the Subcommittee on 
Domestic Marketing, Consumer Relations and Nutrition, "This (Amendment) 
would put an end to what is, in effect, a transfer of revenues ' om the 
Federal Government to State and local government at the expense jf 
low-income households."

IMPACT

If this proposal is enacted, the impact varies from none to moderate.

There will be no impact on the Department of Health & Social Services, 
Division of Public Assistance (the agency administering the Food Stamp 
Program) at the Central Office, Regional or District Office levels.

There will be a small positive impact on those Food Stamp Program 
participants who reside in areas that levy taxes on items that may be 
bought with food stamps. If a municipality has a four percent sales tax 
and a food stamp household living in that community spends $78 worth of 
food stamps, prior to the enactment and implementation of this legislation, 
the household would have spent $3 of their food stamps paying tax'on their 
purchases. This bill allows those low income households to use all their 
food stamps on food items.
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Page 2

The degree of negative impact municipalities that levy taxes on these 
certain items will experience depends on the percentage of taxation levied 
and the number of Food Stamp Program participants that shop in the 
municipality. According to a study conducted last year by the Department 
of Community and Regional Affairs, it was estimated that in 1984, $300,0G0
in revenues were generated by purchases made with food stamps.

The grocery stores in areas levying taxes will, undoubtedly, be impacted 
the most by this bill. Each store will need to make alterations to their 
accounting/bookkeeping systems. Computerized cash registers will have to 
be reprogrammed to take this change into account. In stores where 
automation does not exist, hand methods of calculating this change will 
have to be established.

If this proposed legislation is not passed, every group mentioned above
will be negatively impacted.

On the average, 26,826 people, or 8,942 households participate in the Food 
Stamp Program each month in Alaska. These people will suffer irreparable 
harm, physically as well as economically, through the loss of their food 
purchasing power. Many households have no money to buy food; food stamps 
are their only tender at the grocery store.

The State will lose approximately $4.5 million annually in Federal matching 
funds because, besides providing all the food stamps issued in Alaska, the" 
U.S. Department of Agriculture also provides 50 percent of the 
administrative costs for running the Food Stamp Program. Staff will be cut
in The Division of Public Assistance's Central Office, Regional Offices and 
District Offices, since the Department will be losing one of the major 
programs administered by that Division.

Grocers would be greatly impacted if the Food Stamp Program no longer 
existed in Alaska. It is projected that $25,000,000 in food stamps will be 
issued to Alaskans during 1986 and the majority of that amount is spent at 
groceries in Alaska. Without that revenue and no food program to replace 
the Federal program, many gi ocers would suffer severe- economic hardship.

RECOMMENDATION

The Department of Health and Social Services strongly recommends the 
passage of this bill. Although passage of this bill appears to cause a
decline in revenue to certain municipalities and a revision in 
bookkeeping/accounting methods for grocery stores in these municipalities, 
loss of the Food Stamp Program in Alaska would hurt one out of every 20 
Alaskans, cause far greater revenue declines at all levels, and remove a 
major revenue source for Alaska's grocets, wholesalers, and shippers.



MEMORANDUM State of Alaska
to  Honorable John Pugh 

Commissioner
Department of Health and 

Social Services

date February 14, 1986

f i l e n o :  66-3-86-0317

TELEPHONE NO 465-3603

from  Harold M. Erovm 
Attorney General

su b je c t : Sales taxes on food
stamp purchases

By: George W. Edwards
Assistant Attorney General 
Human Services-Juneau

You have asked for our evaluation of the potential 
impact of certain recent federal food stamp legislation on the 
state's food stamp program eligibility.

VJe believe the legislation in question could result in 
the termination of state participation in the federal food stamp 
p r o g r a m  if certain sales tax restrictions are not implemented.

Section 1505 of the Food Security Act of 1985 (H.P.. 
2100) amends the Food Stamp Act at 7 U.S.C. § 2013(a) to provide 
that:

[A] State may not participate in the food stamp 
program if the Secretary determines that State or 
local sales taxes are collected within that State 
on purchases of food made with coupons issued 
under this Act.

Alaska boroughs and cities are currently permitted to 
collect sales taxes on sales, rents, and services w i t hout 
restriction. AS 29.45.650(a) states:

(a) A borough m a y  levy and collect a sales 
tax not exceeding six percent on sales, rents, and 
on services provided in the borough. The sales 
tax may apply to any or all of these sources. 
Exemptions may be granted by ordinance.

(a) A city in a borough that levies and 
collects areawide sales and use taxes may levy 
sales and use taxes on all sources taxed by the 
borough in the manner provided for boroughs, 
except that the assembly may by ordinance 
authorize a city to levy and collect sales and use 
taxes on other sources.

AS 29.45.700 states:



Honorable John Pugh, Commissioner 
Department of Health and Social Services 
66-3-86-0317

February 14, 1986 
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(b) A city in a borough that does not levy
and collect sales ard use taxes for areawide
borough functions m a y  levy and collect sales and 
use taxes in the manner provided for boroughs.

(c) A  city outside a borough may levy and
collect sales and use taxes in the manner provided
for boroughs.

A study conducted b y  the Department of Community and
Regional Affairs last year found that Alaska's food stamp 
purchases during 1984 totaled $19,788,024. The department 
estimated that these purchases generated approximately $300,000 
in sales tax revenues. Its conclusion was that the loss of sales 
tax revenues from food stamp purchases would have little effect 
on revenue sharing or local government operations.

Since Alaska's current sales tax laws do not require
that municipalities exempt food items purchased with food stamps, 
legislative action will be necessary to assure that the state 
will continue to qualify for the federal program.

Proposed legislation accompanies this memorandum. It
creates an exception to existing sales tax law by prohibiting 
taxation of food purchases m a d e  with food stamps. Y o u  will note 
that it conforms to the requirements of section 1505 in not 
prohibiting taxation of purchases of non-food items made with 
food stamps. The potential for revenue loss to municipalities 
resulting from this legislation is minimal compared to the loss 
to the state's economy wh i c h  would result from termination of the 
food stamp program.

Unless an extension is granted by the Secretary of
Agriculture, section 1505 w i l l  become applicable to Alaska on 
October 1, 1986. This date represents the b e g inning of the
federal fiscal year and is controlling according to the 
Congressional Record for December 17, 1985, at H 12398.

An extension to October 1, 1987, may be granted as set 
forth in section 1505(b)(2):

(2) Upon a showing by a State, to the 
satisfaction of the Secretary, that the 
application of paragraph (1), without reg a r d  to 
this paragraph, would Have an adverse and
disruptive effect on the administration of the 
food stamp p r o gram in such State or would provide 
inadequate time for retail stores to implement



Honorable J o h n  Pugh, Commissioner 
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changes in sales tax policy required as a result 
of the amendment made by subsection a ) , the
Secretary may delay the effective date of
subsection (a) with respect to such State to a 
date not later than October 1, 1987.

We are unable to address the question of how much lead
time municipalities and retailers in Alas k a  may require to 
implement the sales tax changes proposed in' the legislation. If 
a compelling case for an extension is made before the legislature 
by municipalities or retailers, the same argument would hopefully 
convince the secretary. Barring such a showing, the appropriate 
course of rction appears to be the passage of necessary 
legislation with a special effective date of October 1, 1986.

Please review our proposed legislation in light of the 
above information and let us know how you wish to proceed.

GWE:nb



U~!ed States 
Department of 
Agriculture

Food and
Nutrition
Service

Western
Region

550 Kearny Street 
San Francisco, CA 94103

F E B  0 3  1986
HR JOHN R PDGH 
COMMISSIONER

STATE DEPARTMENT OF HEALTH AND 

SOCIAL SERVICES 

ALASKA OFFICE BUILDING POUCH H-01 

JUNEAU AK 99811

Dear Mr. Pugh:

President Reagan signed the Food Security Act 1985 (Public Law 99- 198, 
commonly known as the Farm Bill) on December 23, 1985. This Act mandates 
that "a State may not participate in the Food Stamp Program if the 

Secretary determines that State or local sales taxes are collected within 

the State on purchases of food made with coupons issued under this Act".

The Act provides that this provision is to become effective, with respect 
to a State, beginning on the first day of the federal fiscal year that 

commences in the calendar year during which the first session of the State 

legislature is convened following enactment of the law. States may delay 

the effective date to no later than October 1, 1987, if they can satisfy 
the Department of Agriculture that implementation of the Bales tax 

provision would have Em adverse effect on State program administration or 
would provide inadequate time for retail stores to implement changes in 

Bales tax policy as a result of the legi3latirn.

The enclosed letter was mailed to your Governor on January 21, 1986, to 
alert him of the sales taxes requirements as well as those provisions to be 

implemented by May 1, 1986. Thi3 Department is in the process of drafting 

program regulatory amendments designed to implement the requirements 

mandated in Section 1505 of the Food Security Act of 1985- However, we 
suggest that you begin working with your legislature immediately if your 
State i3 now charging a sales tax on food stamp transactions. If you 

determine that a delay in removing the sales tax on food purchased with 

coupons will be needed, your Governor should notify the Secretary of the 

Department of Agriculture of the State's intention to seek authority to 
delay the effective date to no later than October 1, 1987. Simultaneously, 
all supporting evidence for the delay should be forwarded to this office.
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Ve will be in oontact with you in the near future to provide additional 

guidance on the specific information required to document the need for a 
delay in implementation of the effective dates.

Sinoerely,

Rj/HICXS ELMORE 

| '"•flegional Administrator 

r H O  Western Region

Enclosure



SI ATE OF ALASKA 1986 LEGISLATIVE SESSION 
FISCAL NOTE

Revision D a te : ----------------
REQ U EST     F ISCAL DETAIL__________________________ _
Bill/Resolution No.: HB No. 697 ______ Agency Affected: Health & Social Services
Title: Prohibiting Municipal sales B R U :__________ Public Assistance/Administrati
tax on purchases made with food_______
stamps._________________________________  ______________________________________ _
Sponsor: Health. Ed. and Soc. Svcs. Comm. Components: Eligibility Determination
Requestor:______________________________________________________________________________________
Date of Request: ? /1  R/RE__________________________________________________________________ _

EXPEND ITURES /REVENUES : (Thousands of Dollars)
O P E R A T I N G F Y  86 FY 87 F Y  88 F Y  89 F Y  90 F Y  91 •

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

-0- -U- - -u-1 -0- -u- -U-
-0 - -u- -0- -U- -0-

.. _0 _

-U -b- -0- -ri'~ -U- - O -  '

-0- -0- - 0 - - 0 - - 0 - -0-
- 0 - - 0 - - 0 - -0 - -0- - 0 -
-0- -0 - -<> -i- -0 - -0-
_n_ „n- ..... -O-
_n_

- 0 - - 0 -
-n- -n- - n .

T O T A L  O P E R A T I N G -0- - 0 - -Q - - 0 - - 0 -

C A P ITAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

REVENUE - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

FUNDING : (Thousands of Dollars)
GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
- 0 - - 0 - - 0 - - - - 0 - -0 -
- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
- n - - n - -0 - .  -n- , - n - -n-

POSIT IONS :
FULL-TIME
PART-TIME
TEMPORARY

-0 - -0 - -0 - -0 - -0 - -0 -
-0 - -0 - -0 - -0 - -0 - -0 -
-0 - -0 - -0 - -0 - -0 - -0 -

ANALYSIS : Attach a separate page if necessary
This measure provides a positive impact o. those Food Stamp Program participants 
who reside in areas that levy taxes by allowing those low income households to 
use all their food stamps on food items. It does not establish any program or 
function which would^impact the Division of) Public Assistance.

Prepared by :  John R„ . Tao^/^frT?Tac Phone :___________   4  ^
Division : n i v i s i n n n s f j  Puh l i r  fl<;<;i q f a n r e __________________  Date : ___^  - 1 ?  ̂ ( /

Approved by Commissioner: *Date: 13 '
Agency: ____ Dppar tmpn f. n f  Health^ Snr.fal S p r v i r . p i -  ...
Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page_____  o f _____  10/25/85
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H 12312 .* ' CONGRESSIONAL RECORD — HOUSE December 17,1985
tices are essential to ensure the long-term 
agricultural viabiltty ami profitabililg of 
farms and ranches in the Unlied Stales:

121 agricultural research and technology 
transfer activities o f  Oct Secretary tinclud• 

■ing activities of the Extension Scrmce. the 
Agricultural Research Service, and the Co­
operative Stale Research Service/. State co­
operative extension services, land-grant and 
other colleges and m ivem lies, and State ag- 
ncidlural experanent stations— - . - t . j  : >

(AI have eontntnitat greatly lo ixnowition 
in agriculture: and ........ . -  • ■ :> -
- (B> have a  continuing role to play in  im­
proving agricultural productivity:

(3) the annual irretrievable loss o f  battens 
o f  toas o f  precious topsail through wind and 
water erosion reduces agricultural produc­
tivity: . 1 - - . . . .  .. . ... ,

t il many farmers and ranchers are highly 
dependent on machines and energy re­
sources for  agricultural prods lion :
■ <SI public funding o f  a properly planned 

ond balanced agricultural research program 
is essential lo improving efficiency in  agri­
cultural production and conservation prac­
tices: and ............................   ;  *
-• (6> expanded agricultural research and ex­
tension efforts are needed to assist farmers 
and ranchers to— . - '
-  /A I improve agricultural productivity.'and
-  IB/ implement soil, water, and energy con­
servation practices. — «•
v  r  ■ . . .  - • • • • .  .  p u r p o s e : r  *•’ .  • • . • ' v v O *  - •  -

See. 1463. It is the purpose o f  this subtitle 
to— *' ! • '  t ■
. I ll facilitate and promote scientific inves­

tigation in order to— ; “ . -7  . • «
IAJ enhance agricultural productivity:
IB/maintain the productivity af land; •

\ I Cl reduce soil erosion and loss o f water
and plant nutrients: and  -

IDJ conserve energy and natural resources; 
and .. i • . . - ...

(21 facilitate the conduct o f research 
projects in order la study agricultural pro­
duction systems that-—

(A) are located, to the extes.t practicable, 
in  areas that possess various soil, climatic, 
and physical characteristics; . - . . .  .

(BJ have been, and will continue Co be. 
managed using farm production practices
that rely on— ..................

HI items purchased fo r  the production o f 
an agricultural commodity; and 

tiil a variety o f  conservation practices,; 
and — •' • *•

!C) are subjected to a change from the 
practices described in subparagraph (Bltll 
to the practices described in subparagraph 
IJBIIiU. '  . . . .  "

nm>p.xATiOK stvoy 
Sec. 1464. lal Subject to section 1468, the 

Secretary shall inventory and classify by 
subject matter all studies, reports, and other 
materials developed by any person or gov­
ernmental agency with the participation or 
financial assistance o f the Secretary, that 
could be used to promote the purposes o f  
this subtitle. — .t  » • •. •- •

Ibl In carrying out subsection lal. the Sec­
retary shall— -  ..............   s'

(II identify, assess, and classify existing 
information and research reports that will 
further the purposes o f this subtitle, includ­
ing information and research relating la 
legume-crop .rotation, the use of green 
manure, animal manures, and municipal 
wastes in agricultural production, soil acid­
ity. liming in. relation to nutrient release, 
intercropping, the rote of organic matter in 
soil productivity and erosion control, the 
effect o f  topsoil loss on toil productivity, 
and biological methods o f  weed, diseaj  i  and 
insect control'

121 identify which o f  such reports provide 
useful information and make such useful re­
ports available to farmers and ranchers; and

131 identify gaps in such information and 
carry out a research program, to fill such. 
oa4>s. , •. •. , r „
. . . . . . .  .. srsavcurtxutxrrs . ,  .... .• ■■*..
-Sxc. 1465. fat Subject to section 1468, in  
cooperation with Federal and Stale research 
agenaiei and agricultural producers, the 
Secretary shall conduct such research 
projects as are needed lo  obtain data, draw 
conclusions, and demonstrate technologies 
necessary lo promote the purpose, af this 
subtitle. .

Ibrin carrying out subsection (af. the Sec- 
.rcLary shall conduct projects end studies in 
areas that are broadly representative o f  
United States agricultural production, in­
cluding production on smatl farms.

IcJ fn carrying out subsection (af. the Sec­
retary mar conduct research projects involv­
ing crops, soils, production methods, and 
weed, insect, and disease pests on individual 
fields or other areas o f  land. .

(41 In the case o f  a research project con­
ducted under this section Chat Involves Che 
planting o f  a sequence o f  crops, the Secre­
tary s/usB conduct such p 'r iect far a term 
of— - --, i — - — • ’ i—
u 111 at least S years; and *i •“  **■

(21 to the extent practicable, 12 to IS years.
■ le llil In coordination with the Extension 
Service and State cooperative extension 
services, the Secretary shall take smch steps 
as are necessary to ensure that farmers and 
ranchers are axare o f projects conducted 
under this section. ■.■•** ? ■

I2J The Secretary shall ensure that such 
projects are open fo r  public observation at
specified times. --------
. l/KlI Subject to paragraph 12), the Secre­
tary may indemnify an operator o f  a  project 
conducted under this section for  damage In­
curred or undue lasses sustained as a result 
o f  a rigid requirement o f  research o r  demon­
stration under such project that is not expe­
rienced in normal farming operations.

12/ An indemnity payment under para­
graph 111 shall be subject la any agreement 
between a project grantee and operator en­
tered into prior to the initiation o f such 
project. ••‘ ■ i ' J  C O O I W I N A T I O H  r f -  .  •
'  Sec. 1466. The Secretary shall— . .. ,
"11 / establish a panel o f  averts consisting 
o f  representatives o f  the Agricultural Re­
search Service, Cooperative State Research 
Service, Soil Conservation Service, Exten­
sion Service, State cooperative extension 
services. State agricultural experiment sta­
tions, and other specialists in agricultural 
research and technology transfer; and 

(21 ensure that a research project under 
this subtitle is designed after taking into 
consideration the views o f such panel • '  ■■ 
«• ■- •' •' •. ■’* * REPORTS' - -  

. "'Src. 1467. The Secretary shall submit to 
the Committee on Agriculture o f  the House 
o f Representative* and the Committee on 
Agriculture, Nutrition, and Forestry of the 
Senate— . •

111 not later than ISO days after the effec­
tive date o f  this subtitle, a report describing 
Che deign  o f research projects established in  
accordance with sections 1465 and 1466: ■

(21 not later than 15 month* after the ef­
fective date o f this subtitle, a report describ­
ing Che results o f  the program, carried out 
under section 1464: and : . ' . ,

(3) not later than. April t, 1981, and each 
April 1 thereafter, a report describing the 
progress a f  projects conducted, under this 
subtitle, including— ’■ .' .\

(A) a  summary and analysis a f  data col- - 
lected under such projects:and '■ £ :  l - * ~ 1 
• IB I recommendations based on such data 

fo r  new basic or applied research. Z ' r  “  '  A G R E E M E N T S  ’ % v
Sec. 1468. The Secretary may carry'out 

sections 1464 and 1465 through agreements

with land-grant colieges or universities, 
other universities. State ap ncullura. ap ery  
men! stations, nonprofit crgamxalious. or 
Federal or Stale govemmen'al entities, that 
have demonstrated appropnnte expertise in 
agricultural research and technology trans­
fer. - 3 -S'..T-.:. r.

D m ua-im a.r o r  a m  - s  
Sec. 1469. The Secretary shall— ' - r '  r T 

'■ 111 majte available through the Rxti/nrlon 
Service and State cooperative extension
services— *- -a .  . ......
■ (A! the information and research reports 

identified under section 1464; and ■ '
' • fBJ the information and conclusions re- 
rutting from any research p roject conducted 
under section 1465; and - — ■

121 otherwise take such steps as are neces­
sary to ensure that such material is made 
available to the public. ' —- * * ' •  A U T H O R T Z A T T O *  / O R  A P P K O P R U T I O S S

Sec  1410. There are authorized to be ay<- 
propnated such sums as may be necessary to 
carry out this subtitle, to remain, available 
until expended. ; .  4 . . ,4 -  —  . .  E m C T J V E  Z U T E  .

Sec 1471. This subtitle shall beeom e.ef'c- 
five on October 1, 1985. e.-j—̂ -.v
TITLE XV-FO OD  STAMP AND RELATED
iw  ........ _  PROVISIONS - Jv-.L - - i .  .

v...i Subtitle A—Food Stamp Provisions 
V‘J rtmacLY arr /u rio  cqmnusjpy k e n t s l  .

H E A L T H  C E N T E R S  ---------------
Sec. ISOI. lal Section 3 o f  the Food Stamp 

Act of 1917 a  U.S.C. 2912) is amended by—
. IV in subsection Iff striking out "ichich" . 
and all that follows through "providing“ 
and inserting in lieu thereof ”, or a publicly 
operated community mental health center, 
under part B o f title X IX  o f the Public 
Health Service Act 142 US.C. 30Ox e l seqJ to 
promde"; and v .*■-■*-.• . _-i v.vm-biu ■

121 iasertirjo ", or a publicly operated, com- . 
munily mental health center," after "private 

•nonprofit institution" in. the last sentence af 
subsection til. -— i

\ .(b l Section 12 o f  such Act 17 US.C. 2019/is 
amended by inserting "publicly operated 
community mental health centers o r "  after 
"purchased, and".. ,-.r re, •' -oDmjuaNATjaN or rooD sm s  aci in a  “

Sec. 1502. Section 31k> o f  the Food Stamp 
Act of 1977 17 U.S.C. 20121kII is amended by ■ 
inserting after "food sales volume"  in  clause 
(11 the following: ", as determined by visual 
inspection, sales records, purchase records, 
or other inventory or  accounting record­
keeping methods that are customary or rca- . 
sonable in the retail food industry,". ...T x -  T w u r r r r o o D  p u n  

. Sec. 1503. The first sentence o f  section 3to) 
o f the Food Stamp Act a f  1977 17 U.S.C. 
2012(a)/  is amended by striking out "fifty- : 
fou r" and inserting in lieu thereof "fifty".
1 ;  . y  D c rtH m o N S  o r  r v z s s L ^ L x a  •. •* J  •
* ‘Sec. 1504. Section Jtrl a f the Food Stamp 
Act af 1977 17 U.S.C. 2012tr)j is amended "  
by— ,* v . . . a:—K:f; ,nc‘- \. • fc

•' (1) Inserting before the semicolon al the ■’ 
end af paragraph 12) the following; ftder- 4  

■aUv or State administered supplemental 
.benefits o f  the type described in section -f: 
1616/aJ o f  the Social Security Act i f  the Sec- ~i 
retary determines that such benefits are con- 
ditianed on meeting the disability or blind- v 
ness criteria used under filie X V I o f the 7: 

'Social Security Act. or federally or State ad- — 
c ministered supplemental benefits o f  the type 
’.described In section 212(aJ a f Public Law 

93-66 (42 OJLC. 1382 note)"; , r ~ r -V..
; \J21 inserting before the semicolon al the 
end. o f paragraph 131 the fallowing: "or re- 
ceives disability retirement benefits from a.

• governmental agency because o f  a  disability r?-5



jje c e m o e r i t ,  iv d o U J N  C iK E S M U N A L  R E  ( ..O K I)  —  H O U S E H12
considered permanent tender section H I (i) 
af the Social Security Act (42 V A C  421IU n 
• (3) inserting "cr non-sercice-connecled" 
after "service-connected" in paragraph 
I4IIA): - ■

141 striking out "o r" at the end o f para­
graph (5);

til ttriking out the period at t):e end af 
paragraph V and inserting in lieu U.rrenf 
« jo  r"; and
. (6) adding al the end thereof the following:

■ “17) it an individual receiving an annuity 
xnder tection 2(aJtlJHvJ or 2taJflltvJ o f the 
Railroad Retirement Act o f  1974 145 V A C  
ZSiataJtlJtio) or 231a(a)(l)lv)), i f  the indi- 
vidual't tercice at an employee under the 

■ R a i lr o a d  Retirement Act o f  1974. after De­
cember 31. 1936, had been included In the 
term 'employment' at defined in the Social 
Sccut tv Act, and i f  an application fo r  dis­
ability benefit* had been filed.".

tTATJ JJW LOCAL XALXS TJLXXM
See. ISOS, (aj Sec lit. i 4(a) o f  the Food 

L'Uimp Act Of 1977 (7 V.S.C 2013/aJJ it 
amended by interting before the period at 
the end o f the first sentence the following: ", 
except that a  State may not participate in 
the food r ' imp prog:am i f  the Secretary de­
termines mat State. or Local tales taxes are 
collected within that Stale on purchase! o f 
food made with coupons issued under this 
Act". -  '

(b u ll Except as provided In paragraph
12). the amendment made by subsection lal 
shall take effect with respect to a State be­
ginning on the first day of the fiscal year 
that commences in the calendar year during 
which the first regular session a f the legisla­
ture o f such State is convened following the 
date o f  enactment o f this Act 

121 Upon a showing by a State, to the sat­
isfaction o f the Secretary, that the applica­
tion of paragraph 111, without regard to this 
paragraph, would have an adverse and dis­
ruptive effect on the administration a f the 
food stamp program in ruch Stale or would 
provide inadequate time for  retail stores to 
implement changes in sales lax policy re­
quired as a result af the amendment made 
by subsection la), the Secretary may delay 
the effective date af subsection. <aJ with re­
spect to such Slate to a date not later than 
October 1.1937. .  .

MXLino/s or  rooo stamp ajtd commodity
... . >• -  LrXTRTBimON PROGRAMS

Sxc. 1S06. Section 4(b) o f the Food Stamp 
Act af 1977 17 VAC. 20l3lbu is amended 
"by— . . . . . . .

111 striking out the first sentence; and 
(21 striking out "also" in the second sen­

tence. . . .  . - N. . •_
catxgorjcal B jam ajTr . •:

See. 1S07. (a id )  Section Sta) a f the Food 
Stamp Act o f  1977 17 V.S.C 20141 is amend­
ed by inserting after the first sentence the 
fallowing: "Notwithstanding any other pro­
visions o f  this Act except sections 6(b), 
6(d)(2), and 6(g) and the third sentence of 
section 3ti). and during the period begin­
ning on the date o f the enactment a f the 
Food Security Act o f  198S and ending on 
September 30, 1989, households in which 
each member receives benefits under a  State 
plan approved under part A of title IV of the 
Social Security Act, supplemental security 
income benefits under title XVI o f the Social 
Security Act. or aid to the aged, blind or 
disabled under title I, X, XIV, or XVI o f  the 
Social Security Act, shall be eligible to par­
ticipate in the food stamp program."
.(2 ) During the period beginning on the 

date o f the enactment o f this Act and ending 
on September 30. 1989. section S(j) o f  the 
Food Stamp Acl o f 1977 (7 VAC. 2014(H) 
shall not apply.  ̂ . -

(b) Section l l t i ) o f  the Food Stamp Act o f 
197717 V.S.C 20200)1 Is amended by adding

ai the end thereof the following; “No house­
hold shall hate its application to partici­
pate In the food stamp program denied nor 
its benefits under the food stamp pro ram 
terminated solely on the basis that its appli­
cation to participate has been denied or its 
benefits have been terminated under any o f 
the programs carried out under the statutes 
specified in the second sentence o f  section 
5(a) and without a separate determination 
by the State agency that the household fails 
to satisfy the eligibility requirements for 
participation In the food stamp program."

(c) Not later than 2 years after the date af 
the enactment of this Act, the Secretary 
shall—

(1) evaluate the implementation o f  the 
second sentence o f  section Sta) o f  the Food 
Stamp Act o f  1977, as amended by subsec­
tion (a) a f this section: and

12) submit to the Committee on Agricul­
ture. Nutrition, and Forestry o f  the Senate 
and the Committee on Agriculture a f the 
House o f Representatives a report rurr.ma- 
rizing Vie results o f such evaluation. - -

TtOKD rAATT Aft AX.UT3 •'
'-'Sxc. 1508. Section 5 af the Food Stamp Act 
Of1977 (7 V.S.C 2014) U amended by—

(1) inserting "except as provided in sub­
section Ik),”  after "household." In subsec­
tion (d)(1): and ■ • ■. - .

(2) adding at the end thereof the following 
new subsection: * • •. ,
-  “ (k )(l) For purposes o f  subsection (d)(1). 
except as provided in paragraph (2), assist­
ance provided to a third party on behalf o f a 
household by a State or local government 
shall be considered money payable directly 
to the household i f  the assistance is provid­
ed in lieu of— *

"(A) a regular benefit payable to the house­
hold for living expenses under a Slate plan 
fo r  aid to families with dependent children 
approved under part A o f title IV o f  the 
Social Security Act (42 V.S.C. t ' l  et seq.): or

"(B) a benefit payable to the household for 
living expenses under—
■ ,"(i) a State or local general assistance pro­
gram: or -
■ ■ "(ii) another basic assistance program 
comparable to general assistance (as deter­
mined by the Secretary). ■ - -

"(2) Paragraph (I) shall not apply to— \: *
■ "(A) medical assistance; -■<>- *- ■;*

• "(B) childcare assistance;
"(C) energy assistance; "
"(D) assistance pramded by a Stale or 

local housing authority; or ■ -
"(E) emergency and special assistance, to 

the extent excluded in regulations prescribed 
by the Secretary. "
. .  -  ---- XXCLUDXD INCOME ■
■ Sxc. 1S09. ‘ (a) Section S(d) o f the Food 
Stamp Act af 1977 (7 V.S.C. 2014(d)). as 
amended by section 1SC8. is amended by—

(1) inserting "and ercept as provided in 
subsection Ik/." after the comma at the end 
af clause II);' -

(2) in clause (3)— >-
(A) striking out "higher education" and 

inserting in Iteu thereof “post-secondary 
education"; and • . . .
■ (B) adding at the end thereof “and to the 
extent loans include any origination fees 
and insurance premiums,"; • -  •

13) inserting "no portion o f  any non-Fed­
eral educational loan on which payment is 
deferred, grant, scholarship, fellowship, vet­
erans' benefits, and the like that are provid­
ed fo r  living expenses, and no portion o f  any 
Federal educational loan on which payment 
is deferred, grant, scholarship, fellowship. 
veterans' benefits, and the like to the extent. 
It provides income assistance beyond that 
used for tuition and mandatory school fees." 
in the proviso to clause IS) after "child care

* t. *v » . • t

(4) inserting ", but household Income 
otherwise is included under thu tubse 
shall be reduced by the extent that the ci 
producing self-employment income ex 
the income derived from self-employme 
a farmer" before the comma in clause (S

(5) inserting "except as otherwise proi 
In subsection (k) a f this sectirn" after ' 
stamp program" in clause (101.

(b) Section SOU o f  ruch Act. as adds 
section ISO!. U a ended by adding a 
end thereof the following new paragrap) 

"(3) For purposes af subsection (d)(1), 
rational loans on which payment h 
ferred, grants, scholarships, fellowships, 
crons' educational benefits, aiul the like 
are provided to a third party on behal) 
household for  living expenses shad be t 
ed as money payable direct)/ to the h  
hold."
* (c) Section 5 a f the Food Stamp At 

1977 (7 VAC. 2014), as amended by set 
ISOS, is amended by adding at the end t 
o f  the following new subsection:

“ (I) Notwithstanding icciion 142(b) a 
Job TVaininp Partnership Act (29 V 
1552(b)Learnings to individuals partic 
ing in on-the-)ob training programs a 
section 204(5) o f the Job T n  jnuiy .Par 
ship Act shall be considered earned iru 
fo r  purposes a f the food stamp prog 
except for  dependents less than 19 yea
age." . .  ...     - r
, . ; .'.em ussurroxrpsruntn
■ Sxc. 1510. Section 5 o f  the Food Stamt 
Of 1977 (7 VAC. 2014), as amended by
tlons 1508 and 1509- . . ^  lul.  :
' (1) in subsection (d) by— - '•

(A) sinking out "and" at the end o f  cl
(11); and -

IB) inserting before the period at the 
thereof the following; ", and (13) at 
option o f  a State agency and subject to 
section (m). child support payments thai 
excluded under section 402(aJI8)(A)(vi 
the Social Security Act (42 V. 
602(a)(8)(A)(vi))"; and ■ - ■

(2) adding at the end f hereof the folia: 
new subsection: 1
. "(ml If a State agency excludes paym 

from income for  purposes a f the food si 
program under ruiuection (±1(13/, i 
State agency shall pay to the Federal t 
emment, in a manner prescribed by the 
ntary, the cost o f any additional ben 
provided to households in such State 
arise under such program as the rexul 
such exclusion. . . .• —•

’■ D T O U C T J W t S  F R O M  D t C O M I  v
■ Sxc 151'.. Section 5(e) o f  the Food SI 

-Act af 1)77 (7 V A C  2014(e)) is atnei
by— — ■ r.-. v*..

tl) in the second sentence, striking 
"hameownership component" and inset 
in  lieu thereof "homeowners' costs 
maintenance and repair component";
■ (2) effective May 1. 1986, in the third 
tence. striking out "18" and inserting in 
thereof "20"; -

(3) effective May I, 1986, amending 
fourth sentence by— -•

(A) amending the proviso to clause (I 
read as follows: Provided, That
amount o f such excess shelter expense de 
burn shall not exceed 314 7 a month in 
forty-eight contiguous States and the 
trict o f Columbia, and shall not exceed 
Alaska. Hawaii. Guam, and the Virgin 
lands o f the United Stales. 3256. 3210. 3 
and 3109 a month, -espectively, adjustei 
October 1, 1986, and on each Octobi 
thereafter, to the nearest lower dollar in 
ment to reflect changes in the shelter (es 
rive o f homeowners' costs and maintent 
and repair component a f shelter costs), ] 
and utilities components af housing cost
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COMMITTEE REPORT 

SENATE

FURTHER:

5/5/86

Date

Mr. President:

The Committee on
HESS considered HCR 61 am

Relating to access to basic health care services for Alaskans.

and (a majority of the committee) (the committee) reports it back with 
thq/ following recommendations:

do pass *
do pass with attached amendment(s)

replace with/or adopt CS for  y____________________________________
new title
same title and recommends

1

and attached a "LETTER OF INTENT" 

reports it hack without recommendation 

recommends referral to

[ ] NEW FISCAL NOTE

Committee

1 EMBERS SIGNING 
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS

Chairman recommendation



f \ c e

The attached amendment w o u l d  remove the requirement that 
people who handle controlled substances in Alaska register with 
both the state and federal governments, and amend state lav; to 
specifically provide that federal regist r a t i o n  requirements must be 
met. This was recommended by the legislative audit.

A t  its M arch 5 sunset r e v i e w  of the Board, the Senate 
C o m m ittee on Health, E d u c ation and Social Services did recommend 
its continuation. The Board t erminated June 30, 1985 and has until 
June 30, 1986 to conclude its affairs.

to access to b asic health care services for

H CR 61 requests the Governor to direct the D epartment of 
H ealth and Social Services to identify potential means and costs of 
p r o v i d i n g  for the health care needs of Alask a n s  who do not have 
adequate health care protection. It is anticipated that funding 
support for the study will come from a grant from the Robert Wood 
J o h n s o n  Foundation, and that the House Research A g e n c y  and 
legislative staff will cooperate in the effort. The resolution 
calls for the results of the study to be submitted to the 
legislature by March 1, 1987.

SB 415 Relating to school board c o m p o s i t i o n .

SB 415 would exempt Rural E d u c a t i o n  Attend a n c e  Areas (REAAs) 
that convert to city or b o rough school districts from statutory 
p rovis i o n s  that govern the number of members who may serve on a 
c ity/b o r o u g h  school board. C u r r e n t  statute provides, for 
c i t y / b o r o u g h  districts with less than 5000 students, a 5 member 
board; for city/b o r o u g h  districts w i t h  more than 5000 students, a 
7, 9, or 11-member board; and for REAAs, a 5, 7, 9, or 11-member 
board.

The bill is intended to address the conversion of the 
N o r t h w e s t  A r ctic REAA in K o t zebue to a borough school district. . 
The REAA currently has an 11-member board; existing statute would 
require that the board be reduced to five members.



Alaska State Legislature
Representative Niilo Koponen

Pouch V 
Juneau , A laska 99811 

(907) 465-4992

M E M O R A N D U M  

TO:

FROM: REP. N I I L O  K O P O N E N

RE: H OUSE R E S E A R C H  I N T E R I M  PROJECTS

DATE: M A Y  5, 1986

This s e s s i o n  I intro d u c e d  HB 675, "An Act r e l ating to 
he a l t h  care for low-i n c o m e  persons." You will note in my 
I n terim R e p o r t  for the HESS C o m m ittee that I d e voted some 
Co m m i t t e e  time to a partial search r e g a r d i n g  alternatives 
to p r o v i d i n g  some level of h e a l t h  care to low-income 
p e rsons w h o  are w i t h o u t  insurance c o v erage and who do not 
q u alify for assis t a n c e  u n d e r  some other program.

The D e p a r t m e n t  of H e a l t h  and Social S e r vices has expressed 
an i n t erest in the a p p r o a c h  w h i c h  this l egislation takes.
My  a p p r o a c h  is b a s e d  u p o n  legisl a t i o n  origin a l l y  p r o p o s e d  
in W a s h i n g t o n  State. In t h e i r  p o s i t i o n  p a p e r  on HB 675, 
the D e p a r t m e n t  of H e a l t h  and Social Services, in s upporting 
the c o n cepts for H B  675, recommends that in the first y e a r  
an " a ssessment of the problem" be made. The D epartment 
lacks the inform a t i o n  to give H B  675 a r e a l istic fiscal 
note or o t h e r  support. In response, the House HESS 
C o m m ittee unanimously d e c i d e d  to introduce H C R  61, w h i c h  
asks the G o v e r n o r  to d i r e c t  the Department of H e a l t h  and 
Social S e r vices to p r o v i d e  the L e g i s l a t u r e  w i t h  some 
ba s e l i n e  information:

(1) d e t e r m i n e  h o w  m a n y  p e rsons in this state are 
cu r r e n t l y  w i t h o u t  a d e q u a t e  h e a l t h  care protection;

(2) a n alyze the h e a l t h  care financing plan 
p r o p o s e d  in HB 675 and other s i milar p lans b e i n g  p r o p o s e d  
or u s e d  in other states to d e t e rmine the most efficient and 
e f f e c t i v e  w a y  to p r o v i d e  h e a l t h  care p r o t e c t i o n  to persons 
who w o u l d  not o t h e r w i s e  be protected;

(3) assess the financial implications of 
p r o v i d i n g  b r o a d e r  access to b a s i c  h e a l t h  care services for 
p e r sons in the state;

542 4th Avenue, Suite C 
Fairbanks. Alaska 99701 

(907) 456-8161



(4) report by M a r c h  1, 1987 to the Fifteenth 
L e g i l a t u r e  concerning its d e t ermination and 
r e c o m m e n d a t i o n s .

I am aware p a r t i c u l a r l y  of w o r k  in this area being done by 
b o t h  W a s h i n g t o n  and Wisconsin. The Department of Health* 
and Social Services will be applying for a grant for w o r k  
from the R obert W o o d  J o h n s o n  Foundation w h i c h  has p r o v i d e d  
as s i s t a n c e  to other states for similar projects. Grant 
awards w i l l  be a n n o u n c e d  in J a n u a r y  1987. W i t h  p a s s a g e  of 
this resolu t i o n  we can b e  assured that e nough basic 
i n f o r m a t i o n  will be received by March of next year that the 
Fi f t e e n t h  L egislature can draft appro p r i a t e  legislation in 
a t i m e l y  fashion. I urge your support for this measure.
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S C H O O L  F O O D  S E R V I C E  P R O G R A M S

PART A

NATIONAL SCHOOL LUNCH PROGRAM

The oldest and foremost program in the child nutrition field is the 
National School Lunch Program (NSLP). The 79th Congress recognized the 
need for a child feeding program. Legislation was introduced to give the 
program a permanent status and to authorize the necessary appropristiuns 
far it. This legislation v/as identified as the NATIONAL SCHOOL LUNCH AcT 
of 1946; Section 2 of the Act defines its purposes:

It is hereby declared to be the policy of Congress, as a measure of 
national security, to safeguard the h.aith and w el 1 -toing of the 
Nation's children and to ourage the •!" .ucic *:*■«*::. .pcion of 
r.utri tirys .= g< icul L'val . -:di ti as .wd '/.'■■■r fond, by * so is ting the 
St .tas, thi : .  j.\ jr -nts-in-aid and other r ea.is, in providing an 
adequate supply of food ar.d other facilities for the establish .nt, • 
maintenance, operation end expansion of nonprofit school lur.cn 
programs.

Public Law 215, The National School Lur.ch Act, was passed cn June 4, 1946.

The primary purpose of school lunch is to make available to school 
children lunches of maximum nutritional value at a minimum cost to the 
child. Lunch programs are organized and administered for the benefit of 
children and every improvement in buying, organization, administration 
should be focused to this end.

FUNCTIONS:

School Lunch is intended as a laboratory for learning - not functioning 
solely as a service operation. Three important functions of the National 
School Lunch Program are:

1. To provide a noon meal for children that is nutritionally 
adequate, testy, and satisfying.

2. To help children grew socially and emotionally.

3. To provide learning si i,|: ':i-.is in w'.ri Lion that i prove
i . . 11 i v . . il S i uH . ' i - S •



ORGANIZATION AND ADMINISTRATION

The National School Lunch Program Is administered at three levels - 
federal, state and local. The United States Department of Agriculture 
(USDA) administers the program for the Federal Government. School Food 
Services administers the program as a part of the Division of Management, 
Law and Finance for the Alaska State Department of Education. The local 
school board administers the program at the local level.

Federal funds for the National School Lunch Program are directed to the 
states to reimburse participating schools based cn number of meals 
served. Cash reimbursement is received for all children served and 
additional reimbursement is given for those children eligible for free 
and reduced price meals (see explanation pace ). In adtiicion, the 
United States Department of Agriculture buys e'vT distributes c. - odity 
foods to schools in the program.

Any public or private nonprofit school or residential child cere 
institution (F.CCI) may apply to the Department of F '"caCi:n for a school 
lunch prcgrn. In cr ier to pwrtici; ite, the school or JCCI ^t - ..a ‘o

a. Operate the school lunch program on a nonprofit basis for all 
children r.-gardless of race, color, .national origin, ' ••..die-p, sax 
or age.

b. Serve lunches that meet nutritional standards .as set by the USDA. 
These standards are listed below under "Meal Pattern".

c. Provide lunches free or at a reduced price to children categorized 
as eligible under the school (or P.CCI) fc-cd authority :rr. oaed 
policy for the determination of eligibility for free and reduced 
price meals (see Section ). Children receiving these .meals must 
not be identified or discriminated against in any way.

MEAL PATTERN: In 1980, the term "Type A Lunch" was struck from the USDA
regulations. "Type A Lunch" will now be referred to as National School 
Lunch Program (NSLP) meal pattern. A summary of the meal patterns and 
variations by age group are shown on the "School Lunch Patterns" chart on 
page (next following page-delete this!I). Below are listed the four 
food components of a NSLP lunch.



PROPOSED FEDERAL BUDGET CUTS FY86 
CHILD NUTRITION PROGRAMS

1. Eliminate Section 4 funding for the paying child (15 1/2i  or 
21 1/2i  per lunch).

2. Eliminate cash reimbursement for paid breakfasts (15 1/4i ) ,

3. Eliminate Commodity support for the paying child (12i  pc-r lunch 
for entitlement commodities).

4. Freeze all reimbursements that are not terminated.

5. Lower reimbursement rate for Free and Reduced Price Lunches by
approximately 12/ and increase entitlement commodities by the same 
amount.

SCHOOL I. UN CM PROGRAM

You cannot get an accurate perspective on the FY35 proposed cuts without 
taking a lock at past cuts.

The National School Lunch Program has had continuous cuts in the last 
four years. Reimbursement for a reduced price lunch has decreased from 
10 cents less than free lunch reimbursement to 40 cents less than free 
lunch reimbursement. The amount paid by the child is expected to rake up 
the difference. In 1531, the Free end Reduced Price Income Eligibility 
Guidelines were restructured. Hardship conditions, extremely high 
shelter costs, medical expenses, disaster or casualty losses, and 
expenses for mental or physical handicaps were eliminated, and a small 
standard deduction was added to the guidelines. This was a significant 
reduction, as the high cost of rent and utilities in Alaska can easily be 
50 percent of a low income family's income. In March of 1981, 43 percent 
of the meals served were to children qualifying for free and reduced 
price meals. In March o f j 984. 41 percent of meals served were to free 
and reduced price children."-This represents 1.3,834 fewer free and 
reduced price meals served nonthly.

In most school feeding programs, especially those with less than 40 
percent of lunches served to children qualifying for free and reduced 
price reals, participation of the "paying child" is essential to run a



Reimbursement rates from 1981 to 1984 have been adjusted annually for. the 
increase in the annual cost of living. Currently the rate is 19.5 cents 
for ill lunches. This is still 36 percent less than it was. In 1981, 
the average daily attendance at schools in the program was 63,707 and the 
average daily lunch participation was 33,308. In 1984 the Average Daily 
Attendance was 71,542 and the average daily lunch participation (ADP) was 
34,541. This represents an 11 percent increase in students eligible to 
participate in the program, and only a 2.5 percent increase in 
participation. This can be directly attributed to the increased cost to 
the paying child.

Estimated cuts in reimbursement in the Lunch and Breakfast Programs would 
be:

$1,242,736 21.4?

CHILD CARE FCOD PROGRAM (CCF?)

The general cements cn the School Lunch Program apply to the CCF? also. 
At its peak in FYSO the CCF? reimbursement covered food costs and a good 
portion of labor costs associated with the food program. At the present 
time the reimbursement dees not fully cover food costs, even at Head 
Start Centers which are almost ICO? lew income children.

In 1930 the annual reimbursement per child in the Child Care Food Program 
in Centers was $334.00; the cuts bring this down to $181.00.

Providing that FY86 participation remains the same as FYS5, approximately 
$160,000.00 or 20% in federal funds would be cut. But in no way could 
participation remain the same. At least 21 sponsors of centers out of 47 
would be forced to leave the Program adding an additional $143,000.00 to 
the cuts bringing the percentage cut to 39%. Due to the added paper work 
and reduced reimbursement many other sponsors are expected to terminate 
participation in the Program.

Assuming that the same percentage of children qualifying for free and 
reouced price meals in Family Day Care Hemes, the proposed cuts in this 
Program will eliminate 65% of the Program.

Estimated cuts in reimbursement would be:

Centers PO?,fi28 39% cut
!!: • s 646.337 .:5% cut
■'YfAL



January 13, 1935

The Honorable Ted Steven* 
United State* Senate 
147 Russell Office Building
Washington,,.K ?°51Q
Dear Senator Stovens:

As the FT-85 Fuderal budget proposals are being Bade, we wish to wake 
you ware of Alaska Departaeot of Education's stand on Child nutrition 
Prograas.

We oppose a General Hirtr1t1on Assistance Block Grant. We urge 
permanent reauthorization of all prograas.

He support the continued funding of Section 4 and ccnnodity assistance 
for all children. In this State, 57 percent of children participating 
1n schools and child care feeding prograas are 1n the paying category. 
Without a subsidy for these children, the program availability to poor 
students would be jeopardized.

We are opposed to any funding cuts. Tha costs for producing aeals in 
schools and child care centers 1s already much higher than the 
reimbursement.

We believe that good nutrition is a prerequisite to excellence in 
education.

Tha national Evaluation Study of the School Lunch Program shows that 
the prograa works. It deserves continued support and funding.

We believe that the Rational cosmitserit to child nutrition must 
continua through Federal leadership and Federal support.

Harold Raynolds, Jr 
Commissioner



SCHOOL DISTRICTS TO CE HARDEST HIT 
BY PROPOSED FEDERAL 8UDGET CUTS 

IN SCHOOL FEEDING PROGRAMS

Below is a list of school districts whose Free and Reduced Price Meal 
participation is below 40 percent. Since these programs have a larger 
percentage of paying students, they will be hardest hit by the proposed 
FY36 federal budget cuts.

School District Percentage of Free and Reduced Price
Meals in FY84

* Adak 2 b%
Anchorage 26%
r Annette Island 23% ‘
Bristol Bay 3%
Cordova 23%
Delta Greely 36%
'Dill inghan City 2?%
F.irb.-.nks North Star 1 ** v *0 J o
Galena 23%
Lanai 32%
\..*tchi‘<an 27%
L i ciVouk y-  O

Mat-Su 25%
Nenana 12%
Nome City 27%
North Slope

D '»

Si tka 17%
Ur.al aska ^65
Valdez 235

= REAA di stricts

Nationally it has been determined that a 5 cent increase in price to the 
paying child results in a 5% decline in participation.

The cuts propose a 31.5 cent reduction in support for each meal served t 
a paying child, a 30 cent increase in price would result in a 30 percen 
reduction in participation.



CHILD CARE CENTERS 
TO BE HARDEST HIT BY 

PROPOSED FEDERAL 5UDGET CUTS

Below is a list of Centers that service a high percentage of non-needy 
children and would be impacted the most by the proposed cuts.

Ani ak
Bayshore, Anchorage 
Bunnell, Fairbanks 
Butterfly, Anchorage 
College Day, Fairbanks 
Craig
Children's Community, Juneau 
Little Bears, Gi rdwood
. 10»T.S
Ptarmigan, Valdez
St. Jude, Juneau
Totem Tots, Fairbanks
Lee Care 1 0 0 , .-.ncnorage
Wesleyan, Anchorage
Hill crest, Anchorage
Joy, Eagle River
Anchorage Child Care
Kotzebue Day Care
Play and Learn, Fairbanks
Tanaina, Anchorage
Wee Willie Winkle, Anchorage



American School Food Service Association
4101 EAST IUFF AVENUE • DENVER C O L C R A O O  30222 

;8G0) 525-3575 • (303) 757-3555

INFORMATION SHEET 

SECTION 4 FUNDING

This information sheet has been prepared in response to frequently asked 
questions regarding Section 4 funding.

1. Q. What is Section 4 funding?
A. Section 4 is that Section of the National School Lunch Act hich

provides reimbursement to schools for all .nutritionally adequate 
lunches served to children regardless of the family income of 
the child.

2. Q. Who receives Section 4 funding?
A. Schools participating in the National School Lunch Program

receive this reimbursement for all lunches served to cniidren 
which meet Federal school lunch meal pattern.

3. Q. Hew long has Section 4 funding been available?
A. It has been available since the enactment of the National School

Lunch Act in 1946. The Act was established as a measure of 
national security and to safeguard the health and weil-tei'--g of 
all the Nation's children. Section 4 was never intended to 
cover the full cost of providing a real. Insteed it was the 
cash provided to help school districts defray the basic overhead 
costs involved in participating in the National School Lunch 
Program. At the same time commodities were provided to help 
defray the food cost. Section 4 reimbursement was the only cash 
funding available to participating schools until the late 
1960's. At this time. Section 11 was added to provide funding 
for meals served to needy children. The National School Luncn 
Act was never intended to become a welfare program. It is 
instead a health and education program for all children.

4. Q. Has the School Lunch Program been successful in improving the 
health of the nation's children?

A. Yes. A recent USDA study indicates that the school lunch 
program improves the nutritional intake of children in all 
income categories. Further, the Field Foundation Medical Team, 
which has studied the question of hunoar *n the poorest sections



Section 4 Funding 
rage 3

12. Q. How will poor children be affected?
A. Any school district with a lew percentage of free and reduced

price lunches will find it difficult, if not impossible, to
continue ir, the National School Lunch Program. When a school 
drops the National School Lunch Program poor children who cannot 
afford to buy a lunch will clearly be at nutritional risk.
When the school lunch program becomes a welfare program instead 
of a health and education program for all children, the needy 
child will be inevitably overtly identified even in schools with 
a high percentage of needy children.

13. Q. If ASFSA doesn't approve of the cuts in the proposed budget,
what other cuts would be acceptable?

A. Child Nutrition Programs constitute approximately 3/10 of 1
percent of the total Federal budget. In 1931 they were cut SI.5 
Billion or approximately 30 percent. This cut was 
proportionately 12 times greater than cuts received by any other 
Federal program. Child nutrition has already contributed more 
than its share tc balancing the budget. Additional cuts will 
dismantle and destroy the program for all children, including 
the needy. Therefore, it can take no more outs.

14. Q. I .-ted for the President and support his policies. I aiso
believe in the school lunch program but am reluctant to speak 
cut on this issue. Hew do I resolve my conflict?

■ A. ASFSA is in no way criticizing the President or opposing his
policies - tax reform, defense spending, foreign relations, etc. 
We are simply saying th-‘. David Stockman, Director cf Off: e of 
Management and Budget (0M3) is wrong or. this issue. He has 
incorrectly advised the President on’ trie school lunch program. 
Speaking out in a professional way is the right and 
responsibi1ity of all citizens.



HJR &  SPONSOR STATEMENT

M
HJR comes in response to a letter and a resolution I received from 

the Fairbanks Home Economics Association alerting me to proposed cuts 

in federal funding for the child nutrition programs.

The Association's resolution requested that the State of Alaska spend 

its dollars to make up for proposed Federal government cuts to this 

program. Since the federal budget is still being negotiated, it seems 

the State should first try and prevent these federal cuts to this 

important program from occurring.

According to Senator Murkowski's staff the most recent version of the 

compromise Republican/Presidential budget still eliminate the subsidy 

for "high income" which would hurt Alaska. When that budget will be 

finalized is not known, but it is important that input in this process 

occurs soon. Senator Murkowski's staff person, Sheila Rogan, did 

mention April 22 as a date when the budget would be discussed.

3A.



TO: B E T T Y E

F R O M :  S A N D R A

RE: H J R  3 A - F U N D I N G  F O R  C H I L D  N U T R I T I O N  P R O G R A M S  ( K O P O N E N )

T H E  N A T I O N A L  S C H O O L  L U N C H  P R O G R A M  P R O V I D E S  F U N D S  T O  S T A T E S  T O  

R E I M B U R S E  P A R T I C I P A T I N G  S C H O O L S .  C A S H  R E I M B U R S E M E N T  IS R E C E I V E D  

F O R  A L L  C H I L D R E N  S E R V E D  W I T H  A D D I T I O N A L  R E I M B U R S E M E N T  F O R  T H O S E  

C H I L D R E N  E L I G I B L E  F O R  F R E E  A N D  R E D U C E D  P R I C E  M E A L S .  T H E  F U N D S  

F O R  N O N - N E E D Y  C H I L D R E N  H E L P  D E F R A Y  A D M I N I S T R A T I V E  C O S T S ,  T H U S  

E N C O U R A G I N G  S C H O O L S  T O  P A R T I C I P A T E  ( U L T I M A T E  P U R P O S E ,  O F  C O U R S E ,

IS T O  E N S U R E  T H A T  K I D S  A R E  R E C E I V I N G  N U T R I T I O N A L  L U N C H ) .

F Y  -8 ^ F E D E R A L  B U D G E T  P R O P O S A L S  W O U L D  C U T  $ 4 0 0  M I L L I O N  F R O M  C H I L D  

N U T R I T I O N  P R O G R A M S  N A T I O N W I D E ,  W H I C H  M E A N S  M O R E  T H A N  A  3 0 %

R E D U C T I O N  I N  T H E  L E V E L  O F  C A S H  R E I M B U R S E M E N T  T O  S C H O O L S .

C O N C E R N  IS T H A T  S O M E  S C H O O L S  (I T A F F E C T S  C H I L D  C A R E  F A C I L I T I E S ,  T O O«■*
W I L L  BE F O R C E D  T O  D R O P  O U T  O F  T H E  P R O G R A M .

H J R  34 U R G E S  C O N G R E S S  T O  M A I N T A I N  P R E S E N T  L E V E L  O F  F U N D I N G .  

A L T E R N A T I V E  IS T O  H A V E  S T A T E  P I C K  U P  T H E  A D D I T I O N A L  C O S T _____



CSHB 185 (Loans), Relating to the m a x i m u m  loan amounts, eligibility 
requirements/ and conditions of scholarship loans.

CSHB 185 revises the scholarship loan p r o g r a m  (commonly known 
as the student loan program) based on recommendations of the 
A laska C ommission on Postsecondarv Education. In brief, CSHB 
185 would: 1) allow a student to attend summer school and
charge the loan for that attendance p eriod against the 
upcoming loan year; 2) defer the c ollection of student loans 
from a m e m b e r  of the armed forces until the completion of the 
b orrower's first enlistment period. Currently an enlisted 
b o r rower is deferred from p a yment and interest does not accrue 
for as long as the b o r r o w e r  is in the military; 3) provide for 
denying a new loan to a b o r rower in default on a previous 
student loan, a p r o v ision currently in regulation; 4) set out 
those circumstances under w h i c h  a person may be p hysically absent 
from the State and not lose residency. Though exceptions are 
currently being made by the Commis s i o n  w i t h o u t  statutory or 
regulatory authority, the only existing acceptable absence from the 
State is military service.

^ ^ ^ ^ y ^ U r g i n g  Congress to m a i n t a i n  the current level of federal
funding for child nutrition programs.

The National School Lunch P r o gram was e stablished in 1946 to 
make available to school children lunches of m a x i m u m  
nutritional value at a m i n i m u m  cost to the child. Federal 
funds for the p r o g r a m  are d i r ected to states to reimburse 
p a r t i c i p a t i n g  schools. Cash reimbu r s e m e n t  is received for all 
c hildren served w i t h  additional r e i mbursement for those 
c hildren eligible for free and reduced price meals.

FY 86 federal b udget proposals w o u l d  cut $400 m i l lion from 
child nutrition programs nationwide, w h i c h  represents more 
than a 30% reduction in the level of cash reimbursements to 
p a r ticipating schools.

HJR 34 urges Congress to m a i n t a i n  the p r esent level of federal 
funding for the program.



SUMMARY OF PAST FEDERAL REIMBURSEMENT CUTS
To The 

CHILD CARE FOOD PROGRAM

1/81 Snack rate reduced 3d (all categories)

9/81 Number of meals eligible for reimbursement decreased to tv/0
meals and one snack. Previously had been for three meals and 
two snacks. Centers continued to serve appropriate meals 
during a child's stay at the center, but did not receive 
reimbursement.

9/81 Paid meals (Breakfast, Lunch, Supper, Snack) all reduced
approximately 45 percent.

1/1/82 Free and Reduced Price Guidelines were restructured, which
eliminated hardship provisions (high medical, shelter, etc. 
costs). This further reduced the number of needy children. 
Especially hard hit were single parents in Alaska, many of 
whom paid 50i of their income for shelter costs.

10/1/81 Food Service Equipment Assistance (FSEA) eliminated. FSEA
funds were very limited. However, this assistance for buying 
new equipment was extremely important to centers on a limited 
budget.

10/1/82 Tiering eliminated. This cut reimbursement for many centers 
in half.

At its peak the CCFP reimbursement covered food costs and a good portion 
of labor costs. At the present time the reimbursement does not fully 
cover food costs alone, even at Head Start Centers which are almost 100* 
low income children.

The proposed institution of a means test in the Family Day Care Home 
would eliminate 65" of the program. There would be no reimbursement of 
any kind for children not qualifying for free or reduced price meals.



The following resolution has been adopted by the Executive Board of the Alaska School Food 

Service Association, February 14, 1985.

CHILD NUTRITION PROGRAM PROPOSED LEGISLATION 

TO COMPENSATE FOR REDUCED FEDERAL FUNDING

WHEREAS: The Child Nutrition Program in the State of Alaska services a wide range of

children from all economic backgrounds; and

WHEREAS: Good nutrition is essential to growth, development, learning, and general

wellness which has been provided by local school districts and child care agencies; and

WHEREAS: The National Evaluation of School Nutrition Programs, April, 1983, shows that

students participating in the school lunch programs are better nourished than children who 

do not have access to the programs, and

WHEREAS: Efforts from seven affiliated organizations within the State have adopted the

Alaska State Nutrition Committee's School Lunch Resolution of January, 1984, which emphasizes 

and promotes good nutrition practices; and

WHEREAS: The State of Alaska is experiencing increasing enrollment, increasing program

participation, and rising costs; and

WHEREAS: The projected Federal cuts to Child Nutrition Programs will put lunch programs

in jeopardy of continuing for any children; and

WHEREAS: The projected Federal cuts, representing more than a 30J reduction in cash

reimbursement to statewide Child Nutrition Programs will adversely affect the quality

and ability to maintain existing Ch'.ld Nutrition Programs for Alaska's young people.

THEREFORE BE IT RESOLVED that participants in all Child Nutrition Programs urge the four­

teenth Alaska Legislature to consider adopting legislation which will compensate for any 

decrease or elimination of Federal financial support.
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MEMORANDUM State of Alaska
TO: Lisa McLaren, House HESS Committee 

Representative Koponen's Office 
Alaska State Legislature file no.:

thru: Mary Haka'laSpecial Assistant telephone no.:

FROM:

date: February 27, 1986

0051M 

465-2865

c S
E. Ruch Benigno, R.D. ^
Program Coordinator, Food Services 
Educational Finance and Support Services

SUBJECT: Proposed FY87 Feaeral Budget 
Cuts for Child Nutrition 
Programs

Attached are copies of President Reagan's proposed federal budget cuts for 
FY87, and other information explaining the impact of the cuts nationally 
and on a statewide basis in Alaska.

Looking at the total cuts proposed for all Child Nutrition Programs, there 
is a 17 percent cut for FY87 on a national level.

Assuming participation remains the same, the projected cuts in the Alaska 
School Feeding Programs are 25 percent and Child Care Food Programs in 
Centers are 31 percent. Please see attached worksheets.

For the Family Day Care Home Program there is no way to predict the cuts 
because we have no records of the income eligibility of the participants. 
If we assume that needy children in homes is the same percent as in 
centers, which is 32 percent, the Family Day Care Home Program will be 
virtually eliminated. (Home providers who care for five children will not 
remain in the program with only two children qualifying for meal 
reimbursement.}

The Child Care Centers with a high percentage of paid meals will not fine 
it beneficial to continue participation.

Schools will be forced to raise prices 20-25 cents for a paid meal. 
Nationally, a one percent decline in participation is evidenced for every 
one cent increase in price.

A district-by-district and center-by-center analysis will be completed 
approximately March first and copies will be provided to you. This is an 
endeavor to predict declines in participation by school aistrict and child 
care center.

Attachments 
ERB :jce

J2-001 (Rev 10-84)



ADMINISTRATION'S PROPOSED BUDGET CUTS 
Fiscal Year 1987

1. National School Lunch Program

a. Eliminate cash.and commodities attributable to students 
above 185Z of the poverty line.

b. Increase commodity r a t e  to 24c/meal for students below 
185Z of poverty and lower cash rate by 12c/meal.

2. School Breakfast Program

Eliminate cash and commodities attributable to students 
above 185Z of the poverty line.

3. Child Care Food Program

a. Eliminate cash and commoditie' '■.tributable to children 
above 185Z of the poverty line.

b . ‘ Increase commodity rate to 24c/meal for children below 
185Z of poverty and lower cash rate by 12c/meal.

c. Eliminate special funding for audits.

d. Require means test for family day care homes.

4. Nutrition Education and Training

Eliminate N.E.T. effective October 1, 1986.

5. Summer Food Service Program for Children

a. Eliminate reimbursement for administration.

b. Lower reimbursements rate to the same as that for meals 
in national school lunch program.

6. State Administrative Expense Funding
• •

Low e r  budget authority b y  $19.6 million to recoup 
increased appropriation.

\

7. Special M i l k

E l i m i n a t e  p r o g r a m  f o r  c h i l d r e n  over 130Z of p o v e r t y
line. ««

Total cut is $775 million bel o w  current l a w .

'i

2/86



SCHOOL FEEDING PROGRAMS - LUNCH, BREAKFAST, MILK
WORKSHEET TO PROJECT EFFECT OF PROPOSED FEDERAL FY87 BUDGET CUTS

1. Humber of lunches served to paying children in FY85. m </£ '
✓

2. Times reimbursement. * _X__________ .20

3. Sub-total. $( 7 X /  8# ^
 ---- 7-----

4. Humber of meals / 3 3 7 $ ;lo  times extra two cents. (  -)SZ>
5. TOTAL estimated section 4 reimbursement lost from the paying child. $( c

6 . Humber of breakfasts served to paying children in FY85. <70. 7*/-.

7. Times reimbursement. _$_X_________ .16

8 . TOTAL estimated breakfast reimbursement lost. $( // 3 2  0
9. Humber of lunches served to paying children in FY85 (same figure as #1). 3 l/

10. Times entitlement for commodities. u _X__________ .11

11. TOTAL value of USDA Commodities lost for paying child. $( V / p  $ 2 l
12. Number Free and Reduced lunches served in FY85. 3 5 i

13. Times proposed decrease in reimbursement. _X__________ J_9

14. TOTAL decrease in F & RP cash reimbursement. $( b £ 3-----------------7--------
15. Humber F & RP lunches served in FY85 (same number as #10). S ' 8

J

16. Times value of Commodity entitlement. __X__________ J_2

17. Increase in value of Commodity entitlement. $ 3  2-^ 18*4

16. TOTAL federal cash reimbursement in FY85 (lunch, breakfast). ■- 4 ! L ; L o 4  0 7
19. Times usual 4 percent cost of living increase. _X__________ JD4

20. TOTAL revenue lost due to no cost of living increase. $( £
21. Humber of half-pint milk served to paying child. <3/5 ,

22. Times reimbursement. _X__________._09_

23. TOTAL reimbursement lost for Special Milk Program. $(

SUMMARY ( FOOD ^  CASH

Line 5 ....................................  { 7 V / ,  j "4>o.
Line 8  ........................•............ {  //. 3  2 0

Line 11  ( ^ 4 / # .  #2.5 )
Line 1 4 ........ ............... 1...........

Line 17 .............. < 7 ^

Line 20  '   V .  /G  V
Line 23 .....................................................................  <-/£>'?

V /■ _ \ Jjj r
TOTAL NET LOSS due to proposed budget cuts. 1 /  y  c!  , ^  / ,  S~6ds>, /?«-/

This assumes tnat participation in FYb5 and FYb; are the same. 1---------------- ----
^ S %  C c c - T  / * ,  f r S X  C V O )



CHILD CARE FOOD PROGRAM
WORKSHEET TO PROJECT EFFECT OF PROPOSED FY87 FEDERAL BUDGET CUTS

1. Number of lunches and suppers served to paying children in FY85.
.  ,   1 7 -------------------

2. Times reimbursement. X_________ .202

3. TOTAL estimated reimbursement lost from the paying child. $( ?'7Z,

4. Number of breakfasts served to paying children in FY85. X 4  V V 3 3

5. Times reimbursement. $_X_________.16

6 . TOTAL estimated breakfast reimbursement lost. $( 3 ? /<?

7. Number of lunches and suppers served in FY85 (same figure as #1). yo  /Q ?
~r

8 . Times entitlement for commodities or cash in lieu. X .117

5. TOTAL value of USDA Commodities or cash in lieu lost for paying child. $( y y  & 6,3
10. Number Free and Reduced lunches and suppers served in FY85. u  X o  /

11. Times proposed decrease in reimbursement. _X_________ .195

12. TOTA.. decrease in F <5 RP cash reimbursement. $( 3  9 36 7
13. Number F & RP lunches and suppers served in FY85 (same number as #10). Xd) /  H

—  ■" 1 / • —

14. Times value of Commodity entitlement. _X_________ . 122f

15. Increase in value of Commodity entitlement. $ ^  7 3  Z.

16. Number paid supplements served in FY85. /A3 a Q-H5
17. Times reimbursement. X .052!

18. TOTAL decrease in paid supplement reimbursement. $( 2 2  5X?
7

19. TOTAL federal cash reimbursement in FY85(lunch,supper,supplements,breakfast). . 7XS} 5>^0
20. Times usual 4 percent cost of living increase. X ' .04

21. TOTAL revenue lost due to no cost of living increase. $( OXL)
-------7------

SUMMARY FOOD CASH

Line 3   f  -7 c  9 1 2
Line 6 ...........................    f  3 ° /  . A? °r
Line 9 .............  y  3  )

Line 12 ......................................  f  3  9̂  3 & 9
. Line 15   X X 3

' Line 18   ( j p A

Line 21 ....................................  f  £ 9  . 02  4-j-

TOTAL NET LOSS due to proposed budget cuts. ( f  9 , 9 3 / )  (<2o7^ 06% )

^ ^
This assumes that participation in FY85 and FY87 are the same. y1 V  I U l l  I I I  I  U I I U  S I U  » U l  V.  u l l ' w . j ' l l J I \ _ a  Y  v

T c Z '/ t i d  - j j 'c o c t  V C 'c 'L * J&  c / f  O - S - b ' ci ct 2 >  J

0048M



FAMILY DAY CARE HOME PROGRAM

Loss of 6 8  percent of reimbursement assuming number of needy children are 
the same percentage as in centers.

Actual FY 85 Food Service Reimbursement $1,185,772
I

Projected FY 87 Reimbursement with proposed cuts 379,447

0070M
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FOOO W O  MJTRITION SERVICE 
Program Level 

Fiscal Years 1935-1987

1586   1987
198S Current Proposed

Program fctual Estimate Current law Legislation

Food Stamp Program............. ...... $11,732.2

(Dollars in Millions) 

$11,692.6 a/ $12,001.0 $11,687.7
Nutrition Assistance for Puerto Rico.... 825.0 820.0 825.0 82S.0
Child Nutrition Programs:

Cash Grants to States: 
School lunch program:
Section 4 ................. 532.1 430.4 557.1 27.8
Section 11 ................ 2,127.6 2,210.3 2,356.0 2,372.8

School breakfast............. 407.0 409.9 436.4 414.1
State administrative expenses ... 46.9 48.9 51.2 51.2
Sumer food ................. 115.1 121.9 132.7 111.7
Child care food ................. 434.9 483.5 541.7 338.1
Total, Cash Grants to States .. 3,663.6 3,704.9 4,075.1 3,315.7

Commodities ..................... 475.2 511.3 501.8 510.7
Nutrition studies and surveys... . 2.5 2.4 2.5 2.5
Nrtrition education and training.... 5.0 5.0 5.0 • «•

Total, Child Nutrition Programs 4,146.3 4,224.1c/ 4,584.4 3,828.9
Special Milk Program.................. 15.5 13.1c/ 16.3 1.4
Special Supplemental Food Programs:

WIC... ......................... 1,504.2 1,560.1 1,617.0 1,617.0
CSFP... ........ ............... 38.1 40.8 38.6 38.6

Total, Special Supplemental
Food Programs ........ 1,542.3 1,600.9 1,655.6 1,655.6

Cash and Commodities for Selected Groups:
Needy Family Program.............. 51.8 52.9 55.3 55.3
Nutrition Program for the Elderly .... 120 .8 125.9 132.0 132.0

Total, Cash and Commodities
for Selected Groups ....... 172.6 178.8 187.3 187.3

Temporary Emergency Food Assistance
Program.......... ............ . 56.8 47.6 m m

Food Program Administration........ 84.2 78.5 8 6 . 1 86 .1
Total, Food and Nutrition Service .... 18,574.9 18,655.6 19,355.7 18,272.0

i f  Reflects effect of legislation to be proposed to save $69 million by repealing certain 
provisions of the Food Security Art of 1985 vrfiich are to become effective May 1, 1986.

b/ This amount will be offset by funds States are allowed to carry over for a savings of 
”  $19.6 million.

c/ Reflects effect of legislation to be proposed to eliminate the Federal subsidy to 
non-needy participants in the Child Nutrition ($6 6 . 6 million) and Special Milk Programs 
($3.5 million) for a savings of $70.1 million.



FOOD AND NUTRITION SERVICE (FNS)

The Food and Nutrition Service, through State and local agencies, 
administers a number of programs which provide food assistance to 
individuals. FNS programs are designed to meet family food needs, the food 
needs of individuals with special nutritional requirements, ar.d the food 
needs of persons 1n certain institutional settings. Programs administered 
by FNS include the Food Stamp Program; Nutrition Assistance for Puerto 
R1co; Child Nutrition Programs; Special Milk Program; Special Supplemental 
Food Programs; Cash and Commodities for Selected Groups; and Temporary 
Emergency Food Assistance Program.

Food Stamp Program. The Food Stamp Program allows needy households to 
obtain a more nutritious diet by providing coupons to enable them to 
purchase food at retail stores. One-hundred percent of benefit costs and 
over 50 percent of administrative costs are borne by the Federal 
Government. State and local governments are responsible for receiving and 
processing applications, as well as ensuring that the correct amount of 
benefits are issued to eligible households. States with overissuance 
errors in excess of legislatively determined levels are required to pay for 
a portion of the loss to the Federal Government.

For 1987, the Administration is requesting a program level of $11.7 
billion for the Food Stamp Program. A slight reduction 1n participation is 
expected based on a lower projected level of unemployment and legislation 
proposed in 1987. Under current law, program costs would increase to $12 
billion due to a projected increase in the cost of the Thrifty Food Plan 
and expanded eligibility requirements.

However, Federal costs in 1987 will be held to about the 1986 level because 
savings of $350.3 million are anticipated based on the following proposed 
program changes:

—  Hold States liable for the full dollar value of erroneously issued 
benefits above a tolerance level of five percentl Under current 
law, the States are held liable for only a fraction of their 
erroneous issuances above five percent. Implementation of this 
proposal would encourage the States to invest in error prevention 
and would result in savings of $11 million in 1987.

-- Hake the rules regarding the treatment of cash utility assistance 
consistent with assistance provided through vouchers. Under 
current law, if a household's utility expenses are paid by a third 
party (vendor payment), only that portion of the household's 
utility expense that it pays itself can be considered as a 
household utility expense in calculating the'excess shelter 
deduction. However, if a household receives cash assistance 
intended to help the household pay its utility expense, the entire 
utility expense, whether paid from the cash assistance received or 
the household's own resources, may be counted in the calculation of 
the excess shelter deduction. This proposal would prohibit 
counting expenses paid through cash assistance from being counted 
in calculating a household's excess shelter deduction. The Food 
Stamp Act prohibits counting energy assistance as income to the 
household. Allowing households to count all of its utility expenses, 
even those reimbursed through either a cash or a third party 
(vendor paymnet), as a utility expense is a "double benefit" to 
households. The proposal would save $ 6 8  million in 1987.



—  Count stipends as well as the earnings of Job Training Partnership 
Act (OTPA) participants as income.. The Food Security Act of 198* 
(Public Law 99-198) requires that earnings provided under JTPA be 
counted as Income. Requiring that stipends also be counted as 
income would save $10 million In 1987.

-- Amend the State administrative funding formula. The proposal would 
retain the current 50 percent match provision, but would make the 
following changes:

States with average per recipient administrative expenses in 
excess of 175 percent of the national average would receive 
25 percent Federal match for that portion of expenses in 
excess of 175 percent.

. Special matches for anti-fraud and automated data processing 
activities would be gradually reduced from the current 75/25 
Federal/State basis to a 50/50 basis.

This proposal would save $6.3 million in 1987.

-- Propose the repeal, as of May 1, 1986, of several provisions 
enacted under the Food Security Act of 1985 which expand 
program eligibility. The following provisions are being 
proposed for repeal:

, Increase in the assets limit. On Hay 1, the limit on 
assets for most households will be raised from $1,500 to 
$2 , 000.

. Increase in the earnings deduction. The earned income 
deduction, currently set at 18 percent, will rise to 20 
percent on Hay 1.

. Separation of the dependent care/excess shelter 
deduction into two deductions.

. Increase the maximum limit of both the dependent care 
deduction and the excess shelter deduction.

Repealing the above provisions will save $69 million 1n 1986,
$189 n'illion in 1987, and $230 million 1n 1988.

-- Require that States implement a universal work requirement for 
employable applicants and recipients. The work requirement 
can consist of job search, Community Work Experience Program 
(CWEP), or other types of employment and training activities.
All employable applicants and recipients would be required to 
participate 1n at least one of the employment or training 
programs. This proposal is expected to result in net program 
savings of $ 6 6 million because some applicants or recipients 
will either find paid employment through employment and 
training programs or be determined ineligible because they 
choose not to comply with the work requirements.
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The proposed program changes noted above will be partially offset by an 
increase of $37 million in.1987 due to proposed legislation affecting the 
Aid to Families with Dependent Children (AFDC) program.

Nutrition Assistance for Puerto Rico. Through a grant of $825 million, 
this program provides assistance to the Commonwealth of Puerto Rico for 
food assistance to low-income households. The Secretary must review and 
approve the Commonwealth's annual pla.. of operation.

Child Nutrition Programs. Federal assistance in the form of cash and 
commodities is provided through State agencies to schools, institutions, 
day care centers and family day care homes to prepare and serve meals to 
children. The 1985 funding level is $4.2 billion. The 1987 request is 
$3.8 billion, $775 million less than the 1987 current law estimate and 
$395 million less than the 1985 estimate. The 1987 request is the result 
of the following proposals:

-- Eliminate cash and commodity subsidies for meals served to non-needy 
children in the School Lunch, School Breakfast and Child Care Food" 
Programs'! This proposal would eliminate subsidies for meals served to 
chiIdren from families with incomes above 185 percent of the poverty 
level. Proposed legislation would also include a means test for 

. participants in Family Day Care Homes since currently all meals in 
these homes are subsidized at the same rate regardless of family 
income. The proposal would be effective on July 1, 1986, in schools 
and on October 1, 1986, in the Child Care Food Program. This proposal 
provides approximately $721.7 million in savings for 1987.

Note: Cash and commodity subsidies for free and reduced price meals
will be adjusted so that commodities will continue to be purchased for 
donation to the Child Nutrition Programs at the same level as under 
current services.

—  Eliminate special per meal administrative reimbursement rates and 
modify the general'per meal reimbursement rates in the Summer Food 
Service Program. This proposal would make Summer Food Service Program 
rates comparable to those for free meals in the School Lunch, School 
Breakfast, and Child Care Food Programs. This proposal provides 
approximately $21.0 million in savings for 1987.

-- Eliminate the Nutrition Education and Training (NET) Program.

—  Eliminate the special fund for State Child Care Food Program audits.
The Uniform Single Audit Act of 1984 requires organization-wide audits 
for organizations receiving Federal funds, making obsolete special 
funding provisions, originally set up for States to conduct program 
specific audits. This proposal provides approximately $7.9 million In 
savings.

-- Offset, for 1987 only, the State Administrative Expenses (SAE) by the 
amount of carryover. States are allowed under current law to carryover 
unspent SAE funds from the year appropriated into the following year.
A recent study has shown that SAE carryover has grown to about 40 
percent of appropriated funds. This proposal will provide 
approximately $19.6 million in savings.



School Lunch and School Breakfast Programs 
Participation and Federal Subsidies

Daily Average Participation Federal Subsidy 
1987 1987

1986 Existing Proposed 1986 Existing Proposed 
(Thousands) ’($ per real)

School Lunch Program:
T. Students from families above 1855 

of poverty (above $19,703 per year
for a family of 4) ..............  11,964 12,187 - - 24.37 25.12

2. Students from families between 130% 
and 1855 of poverty (between $13,845
and $19,703 for a family of 4)..... 1,582 1,612 1,612 102.83 108.92 108.92

3. Students from families below 130% 
of poverty (below $13,845 for a
family of 4) ...................  10,103 10,741 10,741 142.98 149.09 149.09

School Breakfast Program:
1. Students frcm families above 1855 

of poverty (above $19,703 per year
for a family of 4) ............. . 414 420 . - - 9.84 10.34

2. Students frcm families between 1305 
and 1855 of poverty (between
$13,845 and $19,703 for a family 74 81 81 45.Ua/ 48.44a/ 48.44
of 4) .........................

3. Students frcm families below 1305 
of poverty (belcw $13,845 for a
family of 4)   2,345 2,439 2,489 73.43a/ 79.69a/ 79.69

a/ Reflects a weighted average of the Federal Subsidy for meals served in regular 
and severe need schools.
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Special Milk Program. Through the Special Milk Program, the Department 
provides half-pints of'milk to children in schools and institutions that do 
not participate in other Federal feeding programs. In 1987, the program 
will be funded at a level of $1,4 million a decrease of $11.7 million from 
the 1986 level of $13.1 million. For 1987, legislation is being proposed 
to eliminate subsidies for milk served to children from families whose 
income exceeds 130 percent of poverty ($13,845 for a family of four). The 
Department will continue to pay the full cost of milk served to children 
from families below 130 percent of poverty.

Special Supplemental Food Programs. The Special Supplemental Food Program 
for Women, Infants and Cnildren (WIC) and the Commodity Supplemental Food 
Program (CSFP) provide nutritional assistance to pregnant and post-partum 
women, infants and children on the basis of financial and nutritional need. 
The WIC Program consists of cash grants to States, with assistance provided 
primarily in the form of State-issued vouchers that can be redeemed for 
specified foods at retail stores. The CSFP provides assistance in the form 
of commodities purchased or donated by USDA. The Federal Government also 
provides grants to States for administrative expenses.

In 1936, for WIC, total projected program funding of $1.56 billion will 
provide assistance to approximately three million participants per month.
In 1987, the Administration's proposal of $1.62 billion for the WIC Program 
will also support about three million participants per month.

The proposed CSFP program level of $40.8 million in 1986 and $38.6 million 
in 1987 will support slightly over 140,000 participants per month in both 
years. In 1987, the Administration will continue to fund those elderly 
persons participating in CSFP during 1986. Further, the Administration 1s 
proposing to repeal the provision in the Food Security Act of 1985 
requiring administrative funding be provided for commodities which are not 
part of the CSFP food package.

Cash and Commodities for Selected Groups. This program includes the Needy 
Family Program on Indian Reservations (NFPIR), the Food Distribution 
Program to residents of the Republic of Palau, a Trust Territory of the 
Pacific, and the Nutrition Program for the Elderly (NPE).

NFPIR and the Food Distribution Program for Palau are largely commodity 
programs; about 71 percent of program resources are used to purchase 
nutritious commodities. The remainder of program resources are used to pay 
administrative expenses incurred by distributing agencies.

For 1987, the Administration is proposing a program level of $55.3 million 
for the NFPIR and the Trust Territory of the Pacific. This is a net 
Increase of $2.4 million over the 1986 program level and allows for 
Inflationary increases in food costs, an increase in NFPIR participation, 
and an increase in administrative expenses. These Increases are offset by 
a decrease i" participation in the Trust Territory of the Pacific because 
the Compact of Free Association., which was signed on January 14 , 1986, 
provides funding through other sources outside USDA for assistance to the 
Marshall Islands and the Federated States of Micronesia. The 1987 budget 
request reflects continuation of the program in Palau.



Tne NPE is predominantly a cash subsi.dy program with almost 96 percent of 
program resources used to make cash payments to meal providers. Heals are 
served to the elderly regardless of their financial circumstances.

For the NPE in 1986, funds will be held at the authorized level of $125.9 
million. A rescission will be requested for $5.2 million. For 1987, the 
Administration plans to request $132.0 million, the amount authorized.

Temporary Emergency Food Assistance Program. In 1986, the Department is 
providing $50 million to help States pay for intrastate storage and 
distribution costs for donated Federal commodities. No funding is being 
requested for 1387.

Food Program Administration. Food Program Administration provides Federal 
oversight for the programs of the Food and Nutrition Service.

The recommended funding level for 1987 is $86.1 million, a net increase of 
$7.6 million over the 1986 level of $78.5 million. This includes an 
increase of $5.1 million for computer purchases.
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SCHOOL DISTRICTS SERVING LESS THAN 30% FREE & REDUCED PRICE MEALS

October 1985

Percentaae of Averaqe Daily Number Reimbursement
Free T  Reduced Participa t ion UFTites  F7S5
---------------     Paid FSRP

Meals Meais

$8,774 $17,397
4,608 4,617
5,004 12,458
3,325 18,469
3,920 6,364

26,207 66,118
4,089 7,558
13,548 30,264
27,153 46,393
2,846 6,689

18,010 39,504
4,792 19,774

$122,276 $275,606

Adak 29 272 2
Bristol Bay 8 150 2
Cordova 2 2 162 2
Craig 29 8 8 2
Galena 23 103 2
Ketchikan 26 757 5

Nenana 2 2 108 2
Nome 21.5 400 2
Si tka 21 834 5

Unalaska 25 83 2
Valdez 26 389 5

Yakutat 28 145 3

TOTAL 3491 34

TOTALS OF THE ABOVE Predicted to Drop Child Nutrition Programs in Alaska

12 School Districts 
3491 Children 

34 Schools

0110M 001OM jce



CHILD CARE CENTERS SERVING LESS THAN 30£ FREE AND REDUCED PRICE MEALS
October 1985

Percentage of Average Daily Number Reimbursement 
Free & Reduced Participation of Sites FY85

Bayshore (Anchorage) 6
Bethel Social Service 19
Butterfly (Anchorage) 17
Carousel (Anchorage) 23
Chugiak 24.5
Ft. Richardson 16.5
Hi 11 crest (Anchorage) 5
Childrens Community (Juneau) 28
Joy (Eagle River) 8
Kotzebue 13.5
Little Bears (Girdwood) 6.5
Little Red School house (Anch) 6.5
Nome 11.5
Parkstrip (Anchorage) 28.5
Play & Learn (Anekg^le) 6 .5
Ptarmigan (Valdez) 0
Naanquag (Dillingham) 28.5
St. Ann's (Juneau) 29.5
St. Jude (Juneau) 23
Small World (Kodiak) 8
Tanaina (Anchorage) 11.5
Wee Willie Winkle (Anchorage) 26.5
Wesleyan (Anchorage) 18

TOTAL

TOTALS OF THE ABOVE predicted to drop Chi 1

23 Centers 
35 Sites 

1939 Children

* New in ' 8 6

0110M 001OM

29 1 $3,210
50 2 1 2 , 6 8 6
32 1 , 3,036

226 4 38,408
60 1 7,774

253 3 25,873
67 1 4,797
28 1 9,869
79 1 3,944
55 1 4,655
16 1 4,590

394 4 32,494
30 1 6,560

1 2 0 1 40,602
128 25,851
28 1 1,040
50 1
80 1 27,936
43 1 7,963
63 2 11,733
50 1 12,805
30 1 15,216
28 1 5,854

1939 35 $306,897

Nutrition Programs
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1/29/86

COMMITTEE REPORT 

SENATE

FURTHERi

Date

HESS considered CSHJR 58 HESS

Mr. President

The Committee on _________________________________

urging the United States Department of Health and Human Services to ease 
the restrictions on the granting of Medicaid 1915(c) waivers.

and (a majority of the committee) (the committee) reports it back with 
the following recommendations:

[ ] 

t j
[ i 
[ i

t i

t ]

[ i

do pass

do pass w i t h  attached amendment(s)

CS forreplace w i t h/or adopt 
new title
same title and recommends

and attached a "LETTER OF INTENT" 

reports it back without recommendation 

recommends referral to

[ ] N E W  FISCAL NOTE

Committee

MEMBERS SIGNING 
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS



BILL SHEFFIELD, GOVERNOR 

File 147

REIPT* O F  H EA LTH  A M ) SOCIAL SER V ICES  p o u c h h -o ?
JUNEAU. ALASKA 99811 
PHONE:

DIVISION OF MEDICAL ASSISTANCE (907)
465-3355

January 23, 1986

The Honorable Max Gruenberg 
Alaska State House 
P.O. Box V
Juneau, Alaska 99811

Dear Representative Gruenberg:

During HESS hearings held January 22, 1986 on HJR58, you requested a 
complete list of community services that Medicaid would pay for if our 
Medicaid waiver was approved. The list is as follows:

Adult Residential Care (excluding room and board)
Adult Foster Care 
Home Health Nursing 
Home Health Aide Services 
Personal Care Attendant Services 
Homemaker Services 
Respite Care 
Adult Day Care 
Case Management

I am also enclosing a list of all Medicaid agency heads across the country 
as you requested.

If I can be of any further help, please let me know.

Sincerely.

Rod Betit 
Director

Enclosure

cc: Commissioner John Pugh
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CS  H J R  58 ( H E S S )  U R G E S  U . S .  D E P T .  O F  H E A L T H  A N D  H U M A N  S E R V I C E S

T O  E A S E  T H E  R E S T R I C T I O N S  A G A I N S T  G R A N T I N G  M E D I C A I D  W A I V E R S  F O R

H O M E  A N D  C O M M U N I T Y  B A S E D  S E R V I C E S :

A D U L T  F O S T E R  C A R E  R E S P I T E  C A R E

P E R S O N A L  C A R E  A T T E N D A N T  S E R V I C E S  A D U L T  D A Y  C A R E  

H O M E  H E A L T H  N U R S I N G  C A S E  M A N A G E M E N T

H O M E  H E A L T H  A I D E  H O M E M A K E R  S E R V I C E S
A D U L T  R E S I D E N T I A L  C A R E

T H E  W A I V E R  P R O V I S I O N  W A S  I N T E N D E D  T O  C O N T A I N  R A P I D L Y  R I S I N G  M E D I C A L

C O S T S  BY O F F E R I N G  P A Y M E N T  F O R  S E R V I C E S  W I T H I N  T H E  C O M M U N I T Y  R A T H E R

T H A N  IN H I G H  C O S T  I N S T I T U T I O N S .  L A W  R E Q U I R E S  " C O S T  N E U T R A L "  -- T H A T

C O S T  OF C A R E  IN C O M M U N I T Y  B E  N O  G R E A T E R  T H A N  C O S T  O F  C A R E  IN

I N S T I T U T I O N .  H O W E V E R , F E D .  R E G S .  R E Q U I R E  T H A T  C O S T  O F  C A R E  IN

C O M M U N I T Y  BE 7 5 %  O F  T H E  C O S T  O F  C A R E  IN A N  I N S T I T U T I O N .

A L A S K A ' S  D E P T .  H E A L T H  A N D  S O C I A L  S E R V I C E S  H A S  B E E N  A P P L Y I N G  F O R  

A W A I V E R  S I N C E  1 9 8 2  (AT L E G I S L A T U R E ' S  D I R E C T I O N ) .  T H E  L A T E S T  

A P P L I C A T I O N  W A S  R E T U R N E D  IN  T H E  L A T E  S P R I N G  O F  1 9 8 5  T O  BE R E W R I T T E N  

A C C R O D I N G  T O  T H E  F E D E R A L  R E G U L A T I O N S .

N O T E : H B  98 W O U L D  P U T  P E R S O N A L  C A R E  A T T E N D A N T  S E R V I C E S  I N T O  T H E

M E D I C A I D  P R O G R A M .  T H E  W A I V E R  W O U L D  A L L O W  T H E  F U L L  R A N G E  O F  

C O M M U N I T Y - B A S E D  S E R V I C E S  L I S T E D  A B O V E .

P O P U L A T I O N S  L I K E L Y  T O  B E N E F I T :  D I S A B L E D ,  E L D E R L Y ,  M E N T A L L Y  I L L .
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Introduced: 1/24/86
Referred: Rules

Original sponsor: Health, Education and
Social Services Committee

BY THE HEALTH, EDUCATION AND
1 IN THE HOUSE SOCIAL SERVICES COMMITTEE

2 COMMITTEE SUBSTITUTE FOR HOUSE JOINT RESOLUTION NO. 58 (HESS)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 Urging the United States Department of

6 Health and Human Services to ease the

7 restrictions on the granting of Medicaid

8 1915(c) waivers.

9 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 WHEREAS Congress enacted the Medicaid waiver for home and community-

11 based services (42 U.S.C. 1396n(c)), known as the 1915(c) waiver, in sec.

12 2176 of the Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35) to

13 contain rapidly increasing medical costs by offering payment for services

14 within the community to maintain certain patients, including the elderly,

15 the developmentally disabled, and the mentally ill, outside of high-cost

16 institutions; and

17 WHEREAS the 1915(c) waiver allows each state the flexibility necessary

18 to determine the types of alternative services to be offered, the groups to

19 be covered, and the geographical areas of the state to be included; and

20 WHEREAS although the groups usually covered by the 1915(c) waiver,

21 including the elderly, use institutional services extensively, they are

22 also the groups who would benefit the most if Medicaid permitted them to

23 utilize noninstitutional services; and

24 WHEREAS the states have recognized the benefits of the 1915(c) waiver

25 by dramatically increasing waiver applications from 69 requests in 39

26 states in 1983, to 138 requests in 47 states in 1984; and

27 WHEREAS the states have found it increasingly difficult to obtain

28 1915(c) waivers because the new federal regulations covering the waivers

29 are extremely stringent and have been strictly construed by the United
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States Department of Health and Human Services;

BE IT RESOLVED by the Alaska State Legislature that the United States 

Department of Health and Human Services is requested to ease the restric­

tions against granting the 1915(c) waivers by amending the regulations 

covering the 1915(c) waiver and the official interpretations of the regu­

lations to promote, rather than to restrict, the beneficial purposes of 

sec. 2176 of the Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35).

COPIES of this resolution shall be sent to the Honorable Dr. Otis 

Bowen, Secretary of the U.S. Department of Health and Human Services; to 

the Honorable Lowell P. Weicker, Jr., Chairman of the Subcommittee on 

Labor, Health and Human Services, U.S. Senate Committee on Appropriations; 

to the Honorable Fortney H. Stark, Chairman of the Subcommittee on Health, 

U.S. House of Representatives Committee on Ways and Means; to the Honorable 

Ted •tevens and the Honorable Frank Murkowski, U.S. Senators, and the 

Honorable Don Young, U.S. Representative, members of the Alaska delegation 

in Congress: and to the primary committee that deals with matters of health 

in each legislative house of each state of the United States other than 

Alaska.
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Alaska State Legislature

Official Business Pouch V 
State Capitol 

Juneau, Alaska 99811

M E M O R A N D U M

D A T E :

TO:

FROM:

SUBJECT:

J a n u a r y  28, 1986

Se n at or  Betty e Fahrenkamp, C h a ir per so n 
S enate HESS Co mm ittee

Rep. M a x  Gruenberg, Jr., Co-Chaii 
H o u s e  HESS C o m m i t t e e  /  /  ✓

■!S H J R  58 '
U r g i n g  the U n i t e d  States D ep ar tm en t of H e a l t h  and 
H u m a n  Serv ic es to ease the r es tr i c t i o n s  on the 
g r a n t i n g  of M e d i c a i d  1915(c) waivers.

This r e s o l u t i o n  is s u b s t a n t i a l l y  the same as the one 
i n t r o d u c e d  at the W e s t e r n  Leg is l a t i v e  Conference.

HilOSd In^ds^ H J R  50), the C om mi t t e e  added additional c omm it t e e s  in
Î c \  Congress and oth<=>r states to recei ve  copies of the Resolution.

I w o u l d  g r e a t l y  a p p r e c i a t e  an early s c he du li ng of this 
r e s o l u t i o n  in y o u r  committee.

T h a n k  you v e r y  much.
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MEMORANDUM

TO: MAX GRUENBERG

FROM: NANCY BENNETT

DATE: JUNE 10, 1985

RE: MEDICAID WAIVER

BACKGROUND

The Medicaid waiver for Hone and Community Based Services, known 
as 1915 (c) waivers, was established in 1981 by a federal law known 
as OBRA, section 2176 (Cmnibus Reconciliation Act of 1981).

Ths original concept of the waiver was to contain rapidly rising 
medical costs by offering payment for services within the cannunity 
to maintain the elderly, the mentally retarded and the mentally ill 
out of high cost institutions. States can apply for Medicaid waivers 
for a ^variety of sendees and eligible groups based on needs of the 
individual state, although the process is cumbersome and time 
consuming. The law has allowed states great flexibility in the past
in determining what kinds of alternative services nay be offered,
what groups may be targeted and what geographical areas of the state 
will be covered. Applicants must be screened, and states must 
establish a pre-admission screening/case management service for the 
clients. Applicants must also be eligible for Medicaid if 
institutionalized, must be in the process of applying for 
institutionalization and the services provided through the waiver 
must cost the same or less than institutional services.

Nationally, it has been found that only 7% of the Medicaid
clients are elderly but that this group uses over 50% of the funding
available, with expenditures for nursing hate care taking the major 
portion. By 1984, there were 138 applications filed by 47 states; 
one year before, in 1983, there were only 69 requests fron 39 states. 
The increased activity of states in attempting the arduous process of 
waiver application indicates the perceived need for these services.
In many cases, the quality of life of clients maintained in tne 
ccmnunity by personal care attendants, heme health and other services 
is a major consideration.

Studies have shewn that the most cost effective method of 
service delivery of heme and carmunity based services is through 
strict limitation of the services to targeted groups. Also shewn, is 
that alternative services have not brought about the enormous cost 
savings which had been predicted, and, in fact, have often proven to 
be cost neutral. Seme states, such as Alaska, "purchase" nursing 
heme beds contractually through Medicaid on a prospective basis.
While this method allows the state and providers of services to 
prepare budgets and plan with assurance, it also corrrrats funding so



that it cannot be diverted for other services without a policy 
change.

ALASKAN EXPERIENCE

Alaska has higher nursing hone costs than are experienced 
nationally, but as in other states, finds that a small number of 
Medicaid clients use the major portion of funding through 
institutional services (nursing hemes, API and Harborview and this 
year Hope Cottages will become Medicaid eligible) . Alaska also has a 
disproportionately high number of people handicapped by serious 
injuries (no doubt connected with our high accident rate) who cannot 
qualify for D.D. services and have limited carmunity services 
available for their use. The chronically menrally ill are another 
under-served population in the state who could benefit from a range 
of carmunity services which may eliminate the API "revolving door" 
syndrome.

The Senate HESS Committee instructed Commissioner Helen Bieme, 
Department of Health and Services, to apply for a Medicaid Waiver for 
non-institutional services in 1982, and amended the Medicaid statute 
at that time to indicate legislative approval for funding these 
services. Since that time, the state has been in the process of 
applying for the waiver - each application has been returned for more 
information or verification of information. The latest request, 
signed by the Governor in early 1985, was returned to be re-written 
according to the final Medicaid Waiver regulations just published 
this spring. Unlike other states, Alaska does not have a full time 
person working on the Medicaid waiver, and has lost two Medical 
Assistance Division positions in this year's budget process, so it is 
unknown when the Division will be able to complete the total re-write 
of the waiver application.

THE FUTURE OF THE MEDICAID WAIVER

The effect of the new regulat ons is devastating, and has been 
interpreted by sane to mean that the administration is dumping the 
program. Some facets of the final regulations include:

1. States must estimate populations and costs of services. If the 
estimate is exceeded, the federal government will not reimburse 
but, rather, those costs must be b o m  by the state and the state 
may not place a ce.p on services.

2. It is now more difficult to become eligible for waiver services. 
The draft regulations formerly controlling the program allowed 
waiver services if the difference between services and 
institutionalization was cost neutral, now all Medicaid costs 
(including medical services) must be compared to the cost of the 
waiver and the waiver must prove to be less expensive.



3. There is a greater emphasis on health and safety standards, 
which will raise costs to states to verify information.

4. States who have current waivers in place were given only 90 days 
to comply with new’ regulations or lose existing waivers.

The only hopeful consideration for the future of the waiver is 
that the Federal government is considering making non-institutional 
services anj^ option under the Medicaid program. The effect of this 
change is that states could include selected services in their State 
Plan, and it would be absorbed into the normal Medicaid process. Of 
course, the regulations would need to be examined prior to final 
comment, but if the code allowed states sufficient flexibility in 
selecting services offered and eligible groups benefited, this 
process could well be the one of choice.



Medicaid

Critics claim new HCFA regulations 
will cripple Medicaid waiver program
By Kathy A. Fackelmann

Regulations issued in March by the 
Health Care Financing Administration 
are too restrictive and eliminate the in­
centives in the Medicaid home and 
community-based waiver program, 
state Medicaid officials are saying.

"We feel that the final rules will ac­
tually deter states from seeking new 
waivers," said Barbara D. Matula, 
director of the North Carolina Divi­
sion of Medical Assistance in testi­
mony before the House Energy and 
Commerce health subcommittee.

The Medicaid waiver program lets 
states apply to HCFA for waivers to 
provide services for Medicaid recipients 
at home, thus keeping them out of ex­
pensive institutional settings. The pro­
posed regulations would require states 
to estimate total costs under their 
waiver programs and limit the number 
of eligible elderly to the number of 
long-term care beds in the state.

Under the waiver program, states 
can offer a range of heme and com­
munity-based sendees, such as home­
maker, home health and personal care 
services, to Medicaid patients who are 
likely to enter a long-term care facil­
ity. The program was designed to per­
mit patients to be treated in their 
homes or in the community ra ther

Rep. Waxman says states 
will have to show savings, 

a step past budget neutrality

than long-term care facilities, where 
treatm ent is more costly. In 1983, 
Medicaid spent $14 billion for long­
term care services provided by nurs­
ing homes and institutions. By 1990, 
that figure is expected to double.

Budget neutrality. By law, states must 
prove a waiver program is budget 
neutral, meaning that the cost of the 
program doesn’t  exceed the cost of 
caring for patients if a waiver pro­
gram wasn't in effect

The regulations “go well beyond as­
suring budget neutrality," said sub­
committee Chairman Henry A. Wax­
man (D-CA). “Their overall effect is 
to require states to show that, each 
year, they will spend less money than 
"they would have under their regular 
Medicaid program," Rep. Waxman

contended, saying that under the new 
regulations, states will have to show 
actual savings for the government, a 
step beyond budget neutrality.

That'* because HCFA won’t allow 
expansion of the number of persons 
participating in the program, even if 
the elderly are moved out of an ex­
pensive institutional setting and into

Rep. Waxman Rep.Tauke

their homes to receive care
The regulations require states to es­

timate the total cost of the waiver pro­
gram, and the federal government 
won’t pay for costs that exceed original 
estimates. States that exceed the pro­
jected cost could lose their waiver.

“This means that Medicaid directors 
have to become seers," Ms. Matula said, 
noting that the regulations penalize 
states that exceed their cost projections 
even if they provide services that cost 
less than institutional care.

Limit* unffir? The HCFA rules Bmit 
the number of Medicaid patien ts 
served in a waiver program to the 
number of long-term beds in opera­
tion and under construction in a state. 
That penalizes states that have a t­
tempted to contain Medicaid expendi­
tures by controlling the number of 
nursing home beds, said Richard C. 
Ladd, administrator for Oregon's se­
nior services division.

For example, Oregon has reduced 
the Medicaid nursing home popula­
tion by 6% through home health ser­
vices, Mr. Ladd said. “This has caused 
an extremely low growth rate in nurs­
ing home beds, and it has eliminated 
waiting lists for almost all of our 
nursing homes," he said. To demon­
strate a need for a waiver program 
under the HCFA rules, Oregon would 
have to build nursing homes and keep 
them empty, Mr. Ladd said, calling 
that “a ridiculous situation."

Conversely, states that have too

many nursing home beds are rewarded 
under the HCFA regulations, Ms. Ma­
tula said. States with a large number 
of nursing home beds under construc­
tion and in use will be able to serve 
more patients in a home setting.

While critic3 say the Office of Man­
agement and Budget wants to disman­
tle the waiver program, proponents of 
the regulations said the administration 
Is committed to providing alternative 
cart to eligible Medicaid patients.

An administration supporter, Rep. 
Thomas J . Tauke (R-IA ), sa id , 
“Frankly, I don't think there’s a de­
sire on the part of this administration 
to hamstring the program."

HCFA’a concerns. The waiver pro­
gram was designed to treat patients 
who are likely to enter a nursing 
home, said Carolyne K. Davis, RN , 
Ph.D., administrator of HCFA. But 
HCFA officials fear that if they ex­
pand the waiver program, patients 
will "come out of the woodwork," and 
the cost to the federal government of 
providing long-term care through 
Medicaid will soar, she said.

As an example of a large influx of 
patients, Dr. Davis cited one state 
with a waiver approved lor 3,500 re­
cipients that actually provided care to
7,000 patients..

State officials reiterated their con-

The rules link the size 
of a state’s waiver program 

to long-term care beds

cern over ballooning Medicaid out­
lays. “HCFA_and OMB are not alone 
in their concern for budget neutral­
ity," Ms. Matula said. “As administra­
tors of Medicaid, we would be derelict 
in our duty if we were not serving .the 
needs of our clients in as cost-effec­
tive a manner as possible," she said.

Forty-six states currently operate 
home and community-based waiver 
programs. Elderly, disabled and men­
tally ill Medicaid patients are eligible 
to participate in the programs.

As many as one out of four nursing 
home patients could be treated in a 
home or community setting, many ex­
perts say. Many elderly, who may 
need help with i jutine chores, enter 
nursing homes because there is no 
other alternative. ■
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