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W TNESS REG STER

VALERI E DAVI DSON, Commi ssi oner Desi gnee

O fice of the Conm ssioner

Departnment of Health & Social Services

Juneau, Al aska

PCSI TI ON STATEMENT: As appointee to Conmm ssioner, Departnent of
Health and Social Services, discussed her background and
answer ed questi ons.

STEVEN CRAI G HUMPHREYS, MD

Sol dot na, Al aska

PCSI TI ON STATEMENT: As an appointee to the State Medical Board,
di scussed hi s background and answered questi ons.

VALERI E DAVI DSON, Commi ssi oner Desi gnee

O fice of the Conm ssioner

Department of Health & Social Services

Juneau, Al aska

POSI TI ON STATEMENT: Presented an overview in support of HB 148.

JON SHERWOOD, Deputy Conmi ssioner

O fice of the Conm ssioner

Department of Health & Social Services (DHSS)

Juneau, Al aska

PCOSI TI ON STATEMENT: Presented a section analysis of HB 148.

ACTI ON NARRATI VE
3:03:16 PM

CHAIR PAUL SEATON called the House Health and Social Services
St andi ng Committee neet i ng to or der at 3: 03 p. m
Representatives Stutes, Talerico, Tarr, Vazquez, and Seaton were
present at the call to order. Representati ves Wol, and Foster
arrived as the nmeeting was in progress.

CONFI RVATI ON HEARI N S) :

3:03:41 PM
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CHAI R SEATON announced that the first order of business woul d be
confirmation hearings for the Departnment of Health and Soci al
Servi ces, Conmm ssioner, and the Al aska State Medical Board.

Departnment of Health and Social Services, Conm ssioner

3:06: 59 PM

VALERI E  DAVI DSON, Comm ssi oner Desi gnee, Ofice of t he
Comm ssioner, Departnent of Health and Social Services (DHSS),
i ntroduced herself and discussed her background and her famly
backgr ound. She shared that she had been born in Bethel, and
that her father had followed Yupik tradition and noved to his
wife's hone village after their marriage. She relayed that she
had been in the Head Start early childhood education program in
Ani ak. She offered anecdotes of the many nenbers of her famly
and her village who worked in the health industry. She reported
that she had started college at University of Al aska Fairbanks,
and then, when she transferred to University of Al aska
Sout heast, she also worked as staff in the Alaska State
Legi sl ature. She shared her experiences as a teacher in Juneau,
and subsequently as a Head Start teacher in Kl awock. Her three
years of post-graduate studies were in Al buquerque at the
Uni versity of New Mexico, the only time she had ever I|ived out
of Alaska. She returned to Alaska and initially worked for her
regi onal corporation, before noving back to Bethel and working
for the Yukon-Kuskokwim Health Corporation, first as general

counsel, and then as executive vice president. After 7 years,
she began work with the Al aska Native Tribal Health Consortium
(ANTHC) in Anchorage, where she worked for 8 years. She

acknowl edged that the position as conmm ssioner of DHSS was a
"really big job, this is a really conplicated departnment, and
[she] certainly did not anticipate that we were going to be in

this challenging budget tine." She stated that she had never
shied away from hard work, and she shared a household rule
espoused by her nother, "there is no such thing as can't." She

declared that "anything is possible if you work hard enough, if
you own the problem if you' re honest about where those problens
are, and if you commt to being able to get them done." She
noted that her passions included health care, and her priorities
for the departnent included an expansion of coverage and access
for Al askans, as well as reform of the Mdicaid program She
expressed recognition that the current Medicaid program was not

sust ai nabl e. She addressed child welfare issues, noting that
Al aska had a record nunber, alnost 2500 children, in out-of-hone
pl acement s. She relayed that the third priority for the
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department was to inprove state relationships with tribes and
the federal governnent. She declared that neither tribes, nor
the state, nor the federal governnment can solve the problens on
their own, and that even two out of the three were not enough to
solve the problens. She pointed out that all three needed to
better work together to nove the efforts for inprovenent to
health, child welfare, and other issues forward. She decl ared
that this needed to be a priority to get the necessary
attention. She referenced the priorities for heal th
i mprovenents that she had discussed previously wth the
conmi ttee.

3:18:16 PM

REPRESENTATI VE VAZQUEZ asked about the |argest budget for which
Conmi ssi oner Davi dson had been responsi bl e.

COWMM SSI ONER DAVIDSON, in response, said that this depended on
the nethod of calculation, and relayed that, as executive vice
president, she had been responsible for the Yukon-Kuskokw m
Heal th Corporation when the CEO was not available, as well as

direction of the technology and other departnents. She noted
that the budget for Yukon-Kuskokwi m Health Corporation at that
tinme had been about $135 mnillion. She relayed that her

responsibility at the Alaska Native Tribal Health Consortium had
been for legal and intergovernmental affairs, which had a
smal | er budget. She expl ained that she had also served as the
co-lead negotiator for the Al aska Tribal Health Conpact, a group
representing about 7,000 enployees with contributions of alnost
$2 billion into the econony of the state. She relayed that she
was proud to be a village girl, as it was necessary to work
together with others to survive in a rural conmunity. She
pointed to the breadth of collaboration in tribal health, as in
many parts of Alaska, tribal health [Indian Health Services] was
the only provider in the community. She pointed out that other
states had elaborate investnents in infrastructure and county
health systens, whereas Alaska did not have any county health
systens, possibly because tribal health, in partnership with the
federal governnent, had built that infrastructure. She rel ayed
that the tribal health system had negotiated an agreenent to
extend additional services in rural comunities to veterans, as
previously it had been necessary for veterans to fly to
Anchorage for assessnent and determnation for eligibility of
servi ces. Oten, this necessitated nmany return trips to
Anchor age. She declared that this was challenging for both the
veteran and their famly, as often the famly was receiving care
through the local [tribal health] clinic. She decl ared that
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veterans living in rural conmunities could now receive care at
the tribal health clinic, regardl ess of whether they were Al aska
Native, and the clinic would be reinbursed for those services
She reported that the tribal health system was only funded at 50
percent of the funding needed to provide basic health care
servi ces. She stated that, as those funding limtations
requi red innovation, prograns such as the conmunity health aide
wer e devel oped. She pointed out that the tribal health system
| eads the state for on-tinme inmmunizations for children. She
| isted behavioral health aide and dental health aide prograns as
ot her innovative neans to provide services with a limted anount
of resources.

COWMM SSI ONER DAVI DSON stated that the U S. Congress recognized
that the federal government had a trust responsibility to Indian
Health Service (IHS) beneficiaries, and that IHS was the payer
of last resort.

3:26:16 PM

REPRESENTATI VE FOSTER noted that, as there were 35 villages in
his district, there was a goal for the funding of new or
renmodel ed village clinics, with training to locals in the health
care industry. He asked what had been her nobst nmeaningful
addition to rural health care.

COM SSIONER  DAVIDSON replied that al | the prior DHSS
commi ssioners had brought different strengths and backgrounds to
the position, and her background and strength was with triba

heal t h. She shared that under previous conmm ssioners there had
been inprovenents in behavioral health, in social work, and in
health care delivery nodels. Wth her background in tribal

heal th, she declared that she would like to nove forward wth
health clinics and adequate sanitation facilities, pointing out
that this was all connected in small communities. She rem nded
the commttee that infants in communities wthout adequate
sanitation facilities were 11 tines nore likely to be
hospitalized for respiratory infections, and 5 tines nore likely
to be hospitalized for skin infections, based on studies of
villages in Southwest Alaska by the Centers for Disease Contro

and Prevention (CDC) and Al aska Native Tribal Health Consortium
(ANTHC) . She related that these babies were sick enough to be
nmedevacked to a hospital for these infections. She stated that
one out of every three babies in a comunity wthout adequate
sanitation facilities will be in the hospital sonetinme during
the year. She offered an anecdote of a preventabl e disease that
was particularly deadly for infants and the elderly and was very
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expensive for the state. She stated that the tribal health
system had done a remarkable job of bringing enploynent to the
small communities, noting that the dental health aide therapy
program was a md-level dental provider authorized in nore than

50 other countries. The United States was the only
industrialized country that did not have md-Ilevel dental
practice as a part of its standard oral health practice. She

| auded the efforts of the Southeast Al aska Regional Health
Consortium to develop and introduce this additional health care
delivery system to Al aska. She reported that ANTHC had started
a training program as well, and she explained the depth of the
trai ni ng.

3:33: 38 PM

COWM SSI ONER DAVI DSON relayed that there were currently nore
than 25 certified dental health aide therapists practicing in
rural communities, and they provided oral health services, from
cavities to sinple extractions. She noted that they were
limted to services within the scope of their practice. She
declared that these were jobs in rural conmmunities that would
not have been there without this innovation from the tribal
health system and she stated that there was now the opportunity
to do even nore of this. She acknow edged the opportunities to
provide home and comunity based services that were not
routinely available in small communities. She noted that the
department was working wth the Division of Senior and
Disabilities Services and tribal health to review the concept
for a universal worker in order to extend hone and comunity
based services to the rural communities, so that people would
not have to nove to a larger comunity to get the needed care.

3:35:23 PM

REPRESENTATI VE VAZQUEZ repeated her earlier guestion to
Conmi ssi oner Davidson regarding the |argest budget for which she
had personal responsibility.

COM SSIONER  DAVIDSON replied that she had been directly
responsible for the $50 million budget with the Yukon Kuskokw m
Health Corporation, with an additional $25 mllion budget for
t he expanded tel e-health services system

3:36:31 PM

REPRESENTATI VE VAZQUEZ asked about the largest nunber of
enpl oyees Comm ssi oner Davi dson had directly supervised.
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COWM SSI ONER DAVI DSON replied that this was about 75 enpl oyees
at the Yukon Kuskokwi m Heal t h Corporati on.

3:37: 03 PM

REPRESENTATI VE VAZQUEZ asked about the commr ssioner's experience
in the private health arena.

COWMM SSI ONER DAVI DSON replied that, although she had not worked
directly for a private health provider, she had worked in
partnership with many private health providers during her tinme
with tribal health. She offered exanples for groups wth whom
she had worked, and directed attention to contract health
services purchased from private providers. She reported that
she had served for 10 years as the chair of the National Triba
Technical Advisory group to the Centers for Medicare and
Medi cai d Services (CMS), providing guidance and direction to CMS
for provisions of policies applied to tribal health, Indian
health systens, individual Anerican Indians and Al aska Natives
and urban Indian health prograns. She stated that there were
possible inplications that could be devastating for Indian
Heal th Service beneficiaries. She detailed her service on the
U S. Medicaid Comm ssion.

3:40: 58 PM

REPRESENTATI VE VAZQUEZ repeated her question regarding full tine
enpl oyment in a non-tribal, non-Native health organization.

COWMM SSI ONER DAVI DSON pointed out that this was the first thing
she had said in her response.

3:41: 36 PM

REPRESENTATI VE TALERI CO acknow edged that there were high health
care costs in Al aska, especially for the specialty services, and
he asked whether there were things the departnent could do to
bring some of these costs under control

COWM SSI ONER DAVI DSON noted that, as the state popul ation was
smal |l especially conpared to other states and health care
mar kets, and that travel would always be an issue given the
state geography, there would always be a challenge for the cost
of specialists. She noted that DHSS had a role with regard to
Medi cai d, but that there were opportunities wth other
departnments, as well, including the Departnent of Adm nistration
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- a large purchaser of health care services in Al aska. She
shared that unconpensated care and paynent reform nmust be a part
of the path forward. She reported that budget challenges in
Al aska recognized the need for a bal ance between ensuring that
providers were paid at a sustainable rate which allowed them to
continue to provide services, while addressing the reality of
t he budget pressures. She offered her belief that one of the
chal l enges was that everyone had an idea for reform and that
change had to happen. In terns of budget and health care
policy, she shared that this was not the first tine that
Al askans had tough chall enges. She declared that Al aska did
best when everyone conmes to the table and has a conversation
together to arrive at a solution that nostly worked for
everyone. She conpared this to tribal politics, and how it
could get rough very quickly. She pointed out how difficult it
was to get the 229 Alaska tribes to agree, stating that this was
not an easy task. She stated that it was necessary for everyone
to put ideas on the table, then have the disagreenents wth
refreshing honesty, ensuring that everyone understands the

inplications of the decisions. She acknow edged that sone
di sagreenents could take several |ong days to work through, but
that it took a conmmtnent to reach resolution. She decl ared

that this was her biggest strength, the ability to bring people
toget her for conversations about noving forward, and to renain
open to listening to the ideas of others.

3:49:10 PM

REPRESENTATI VE STUTES asked whether Conmi ssioner Davidson was
confortable with the idea of noving forward wth Medicaid
expansion with the possibility of cancelling the program a year
down t he road.

COWMM SSI ONER DAVI DSON expressed her agreenent that she was an
advocate of Medicaid expansion, and that she also recognized
that health care and health reform was an evol ving process. She
pointed out that health reform did not start and stop on one
day, but that it happens over tine. She clarified that DHSS had
explicitly asked for clarification that Al aska could choose to
wi thdraw from participation in Medicaid expansion at any tine.
She indicated the letter to CGovernor Wl ker which stated that
Al aska could choose to wthdraw from participation if the
federal match was below 90 percent, there was standard waiver
| anguage which required a transition after withdrawal, and there
was not any penalty for choosing to discontinue participation in
Medi cai d.
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REPRESENTATI VE VAZQUEZ said that she had specific questions with
regard to the aforenentioned letter.

3:52: 58 PM

REPRESENTATI VE TALERI CO referenced a proposed bill for the reuse
of durable nedical equipnent by Medicaid recipients. He asked
whether it was preferable for this to be in statute or
regul ation.

COWM SSI ONER DAVI DSON replied that DHSS supported the re-use of
durabl e nedi cal equipnment after it had been properly treated and
sterilized. She offered her belief that nandatory re-use nmay
require that this be statutory.

3:53:49 PM

REPRESENTATI VE TARR asked for her vision of Departnment of Health
and Social Services in four years.

COWM SSI ONER DAVI DSON shared that DHSS had mnade significant
i nprovenents for expanded health care coverage to Al askans who
need access to care, while also bending the cost curve for
Medicaid, as its $700 mllion general fund budget could offer
t he bi ggest opportunity for savings. She shared that DHSS coul d
utilize sone reform opportunities to bend the cost curve to
realize savings wthout inpacting individuals and nmaintaining
care for vul nerable Al askans. She referenced her work on the U
S. Departnment of Justice Advisory Conmittee on American Indian
and Al aska Native Children Exposed to Violence. She reported
that, although Al aska Native children conprised about 20 percent
of the state population, they were about 62 percent of the
children in out-of-honme placenents, a disproportionality that
was a problem She expressed her enthusiasm for working with
tribal organizations and the federal government to change this
dynamic, reflecting on a recent neeting wth stakeholders to
plan a future session for changing this dynamic and naking it
easier for famlies to access the court system and keep children
within the extended famly. She offered her belief that
extended famlies should be offered the opportunity to "keep
kids safe at the conmmunity |evel"” and provide care close to hone
in a culturally appropriate setting. She declared that this
woul d | ead to better outcones.

3:58: 14 PM
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REPRESENTATI VE TARR opined that there was a goal for prevention
efforts to transition away from crisis intervention, and asked
for suggestions for acconplishnment of this goal.

COWM SSIONER DAVIDSON replied that it was not possible to
i nprove on health care, child welfare, and Medicaid if there was
not a focus on prevention and wellness activities. She
refl ected on the question that was never asked when visiting the
doctor, which was "what is it about your health that you would
like to inprove this year, and how can we work together to help
you get there." She declared that this could be the nost
i nportant question. She suggested the health care delivery
system needed to be redesigned to put prevention, wellness, and
partnerships with famlies and individuals at the front of the
conversation. She declared that this was not an easy task, and
that the changes necessitated by the decreasing budget allowed a
bold approach to do things differently, as the current systens
were not sustainable. She acknow edged that nany of the changes
began in the previous admnistrations and were building upon

that good work. She declared that "people can do the nost
amazing things under the nost inpossible conditions for the
right reasons.” She acknow edged her experiences that children

and families were always the right reasons, especially for
inmproving the health of famlies and the safety of comunities,
while focusing on wellness and prevention. She encour aged
peopl e to becone partners in the inprovenent of their health and
their position, even though it may not be easy.

4:02: 28 PM

REPRESENTATI VE VAZQUEZ referenced a March 6 letter received from
The [U. S.] Secretary of Health and Human Services, Sylvia M
Burwell [Included in nmenbers' packets]. She directed attention
to the third line of the third paragraph, which stated: "W\
generally encourage states that elimnate any coverage category
el ected at state option to plan for a snooth transition process

for phasing out that coverage. For that reason, states' 1115
denonstrations included a standard phase out term and
condition.™ She asked what specifically about this standard

phase out term and condition.

COWM SSI ONER DAVI DSON replied that although she was famliar
with this, she did not have one to share with the conmttee.
She said that these phase out provisions were comon in health
coverage, including Medicaid and enployer sponsored health
pl ans. She declared that part of being a responsible health
care provider was to ensure the people covered were aware of
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what to expect and had a reasonable anobunt of tinme to allow
planning for a different |evel of coverage.

4:04: 26 PM

REPRESENTATI VE WOOL asked for an exanple of any other main
problemin the departnent, and further asked whether there was a
wor kabl e sol uti on. He inquired as to what the departnment was
doing really well.

COWM SSI ONER DAVI DSON acknow edged that there were sonme systens
chal l enges, and that two conmputer systens were in transition.
She listed the conversion of the old eligibility information
system whi ch would now do Medicaid enrollnments with the nodified
adj usted gross incone (MAG) standard, and was runni ng about one
year behind schedul e. She noted that there were sone backl ogs
in eligibility determinations for the Dvision of Public
Assi stance. She declared that DHSS had been very honest and up-
front about these problenms, and she lauded the current

governor's commitnent to transparency. She reflected on her
nother's statenent: "you can't solve the problem if you don't
own it and recognize that it's your problem"” She pointed to

the additional challenges with the Medicaid Managenent
I nformati on System (MMS), a paynent system replacing another
old system which had also been delayed for quite sonme tine.
She reported that nmany providers were not getting paid, and that
departnment staff were working "around the clock to make sure
that providers could be paid." She noted that there had been
advance paynents to the larger providers to ensure continuance
of services. She stated that this MM S contract was w th Xerox,
which had made significant inprovenents for the tinely and
accurate paynent to the new clains. She noted that there were,
however, many challenges wth a significant nunber of pending
clainms filed prior to those inprovenents. She declared that she
would not blane this on the federal governnment or anyone el se
that she and the departnment would own the problem in order to
nove forward. She offered her belief that, as nmuch as she | oved

the commtnent to transparency, it did cone wth a few
dr awbacks. She declared that, with transparency, people knew
your probl ens. She showcased the highlights from the D vision
of Juvenile Justice, including its reduction of recidivism and
its work with kids and the communiti es. She shared that the
di vision was also teaching fanmlies how to avoid this unhealthy
behavi or going forward. She noted that there were also
opportunities for inprovenent wth over utilizers of the

enmer gency departnents.
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4:11: 20 PM

REPRESENTATI VE VAZQUEZ noved to advance the confirmation of
Val erie Davidson, appointee as conm ssioner, Departnent of
Health and Social Services, to a joint session of the House and

Senate for consideration. She noted that each nenber's
signature on the conmttee's report in no way reflects the
menber's vote during the joint floor session. There being no

obj ection, the confirmati on was advanced.
4:11: 48 PM
The commttee took an at-ease from4:11 p.m to 4:14 p. m

Al aska State Medical Board

4:14:16 PM

CHAI R SEATON announced that the next order of business would be
the confirmation hearing for Dr. Steven Hunphreys.

4:14: 48 PM

STEVEN CRAI G HUWPHREYS, MD, shared his background growing up in
Al aska and practicing nedicine outside of the state. He
reported that he had returned to Alaska with his spinal practice
about five years prior, declaring how glad he was "to be hone."
He offered his reason for applying to be an appointee to the
board, as he had a lot of interaction with surgery centers and
hospitals, was involvenment with parts of the community that were
underserved. He relayed that he had been exposed to underserved
popul ati ons since he was young, as his nother was a teacher. He
said that the conbination of being the son of a teacher, his
work as a medical director, and his return to Alaska led himto
want to give nore back, particularly to underserved areas. He
suggested that his insights as an Alaskan would be helpful in
maki ng changes in people's |ives.

4:18: 07 PM

CHAI R SEATON noted that his nunmerous research publications for
techni cal spine surgery and alternatives were inpressive.

REPRESENTATI VE = VAZQUEZ asked Dr . Hunphr eys about hi s
post graduate training, pointing to discrepancies in the dates.
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DR. HUVPHREYS offered his Dbelief t hat he had nmade a
t ypogr aphi cal error.

REPRESENTATI VE VAZQUEZ asked whether there were typographi cal
errors for sone of the other |istings.

DR. HUMPHREYS offered the correct dates, describing his five
years at Notre Dame, with four years of nedical training and a
subsequent internship year.

4:21:43 PM

REPRESENTATI VE FOSTER asked about his work on the Al aska
Pi peline, pointing to the possible typographic errors for those
dates, as well.

DR. HUWPHREYS shared that, during the pipeline construction, he
was a "glorified go-fer" at the sea water injection facility for
ARCO t hrough an enpl oynment conpany.

4:23:16 PM

REPRESENTATI VE FOSTER, noting that Dr. Hunphreys had worked at
Kenai Spine in Alaska for the |last four years, asked about his
understanding for the state issues in the healthcare industry,
bot h urban and rural.

DR. HUWVPHREYS replied that growing up in Al aska gave him sone
insights, noting that there was a certain level of trust when
peopl e knew you. He shared an anecdote about people calling him
for medical advice. He stated that he had an idea of the
organi zation of health care in the state from talking wth
peopl e at various hospitals. He opined that organization could
be inproved, and offered an exanple of the developnent of a
phone app to help with his practice. He noted that better
access to health care was also an issue that should be
addressed. He expressed his interest in |earning nore.

REPRESENTATI VE VAZQUEZ asked Dr. Hunphreys about the distinction
bet ween hi s pr of essi onal experiences ver sus clinical
appoi ntnments on his resune.

DR. HUWMPHREYS said that he coul d have conbi ned those.
REPRESENTATI VE VAZQUEZ asked whether Dr. Hunphreys ever had a

conplaint filed against him through a state nedical board or a
di sci pli nary board.
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DR. HUMPHREYS said that he had one conplaint which had been
dropped very quickly, although he could not renenber exactly
what it concerned. He stated that none had been substanti at ed.

REPRESENTATI VE VAZQUEZ asked about the subject matter of that
conpl ai nt.

DR. HUWPHREYS offered his belief that it was not nmjor, and that
it may have been about a foll ow up appoi ntment bei ng cancel |l ed.

4:30: 02 PM
REPRESENTATI VE VAZQUEZ noved to advance the confirmation of Dr.

Steven Craig Hunphreys, appointee to the Al aska State Medi cal
Board, to a joint session of the House and Senate for

consi derati on. She noted that each nenber's signature on the
committee's report in no way reflects the nmenber's vote during
the joint floor session. There being no objection, the

confirmati on was advanced.
4:30: 54 PM
The conmttee took a brief at-ease.

HB 148- MEDI CAL ASSI STANCE COVERACE; REFORM

4:32:46 PM

CHAI R SEATON announced that the final order of business would be
HOUSE BILL NO 148, "An Act relating to nedical assistance
reform neasures; relating to eligibility for nedical assistance
coverage; relating to nedical assistance cost containnment
measures by the Departnent of Health and Social Services; and
providing for an effective date."

4:33:36 PM

VALERI E  DAVI DSON, Comm ssi oner Desi gnee, Ofice of t he
Comm ssi oner, Departnment of Health & Social Services, said the
bill provided for health care reform in the Medicaid Program
and inproved the health of Al askans by extending health care
coverage through Medicaid expansion for up to 42,000 Al askans
who were eligible. She noted that the bill also identifies
savings through the fiscal notes identified earlier by
recogni zing savings opportunities that can be transitioned to
Medicaid sinply because the federal governnent wll be paying
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t hat portion. She further noted that it infuses approximtely

$1.1 billion in federal resources into the Al aska econony for
the initial five - six years. She explained that HB 148
i nproves health coverage through expansion, and covers
individuals with incomes up to 138 percent of the federal
poverty | evel. She remarked that technically it is 133 percent
plus a 5 percent disregard. She related that eligible
individuals are single adults wth annual incones of up to
$20, 314 per year, with an approximate hourly earnings of $9.76
per hour based upon a 40-hour work week. She offered that a

married couple earning a conbined income of approximately
$27,490 per year, or a conbined hourly inconme of $13.21 per hour
based upon a 40-hour work week [is eligible]. It would extend
coverage to Al askans between the ages of 19 - 64 who do not
qualify for any other reason, such as, a disabling condition.
She said that although approximtely 42,000 Al askans would be
eligible for the expansion, only about 20,000 would actually
sign up in the first year - increasing to approximtely 26,000
by the year 2021

4:36:36 PM

COWMM SSI ONER DAVI DSON continued her overview and pointed out
that the study perfornmed by Evergreen Econom cs showed that
approximately 44 percent of the people in the expansion
popul ati on have | obs, another 29 percent are collecting
unenpl oynent which neans they are actively seeking work. In
terms of the federal match, she explained, under the Patient
Protection and Affordable Care Act the match is 100 percent for
the initial three hard cal endar years, 2014 - 2016. The federal
contribution match in 2016 equals 100 percent federal match,
2017 equals 95 percent, 2018 equals 94 percent, 2019 equals 93
percent, and 2020 equals 90 percent, with the match remaining
constant at 90 percent after 2020. She stated that this
conpares to the regular Medicaid Program which is matched at
approximately 50 percent, although there is a higher match
avai l abl e for children. In terns of projection of the average
per enrollee cost of Medicaid, Evergreen Econom cs, which has
performed Medicaid analysis for Alaska for alnost a decade,
estimates that the average cost per enrollee wll start at
approxi mately $7,250, and increase over tine. She remarked that
new federal revenue in year one was expected to be $141 million,
increasing to $204.9 mllion in the year 2021, a total of $1
billion in new federal revenue in Al aska. She conveyed t hat
sonme savings have been identified which include savings that
DHSS currently pays for services. For exanple, she related, the
Department of Corrections services provided for inmates who are
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out of the facility for an overnight stay are eligible for

cover age. Additionally, in 2016 there is approximtely $1
mllion in savings for Chronic and Acute Medical Assistance
prograns or CAMA prograns, and approximately $1.5 nmillion in
behavi oral health grants. Additionally, she related, the bill

is clear that there is a provision making Al aska's continued
participation in Mdicaid expansion contingent on the federal
match remaining at or above 90 percent. She further related
that the bill also directs the Departnent of Health & Soci al
Services (DHSS) to submt to the legislature no later than
January 25, 2016, a proposal to authorize a provider tax to
of fset sone of the costs of the Medicaid Program She poi nted
out that another equally inportant portion of the bill 1is
Medicaid reform a process that evolves over tine by building
upon the reformefforts already undertaken by DHSS. She advised
this includes maximzing the existing 100 percent federal match
opportunities by working with tribal partners to increase the
IHS trust fund beneficiaries who receive services from tribal
providers who are also Medicaid beneficiaries. She said that
when three things conme together, |IHS beneficiary, Medicaid
beneficiary, and receiving care in an IHS facility, it is 100
percent federally matched. She expressed that this was true
bef ore Medi cai d expansion, during expansion, and after Medicaid
expansi on. Essentially, she poi nt ed out, t here are
opportunities to | everage those federal funds.

4:41:26 PM

COW SSI ONER  DAVI DSON stated that additional refornms include
1915(i) and 1915(k) options to take advantage of additional
Federal Medical Assistance Percentage (FMAP) opportunities.
DHSS woul d use the 1915(i) option to serve Al askans who do not

nmeet the nursing level of care, but neet other criteria. For
exanple, she expressed, they may have Alzheinmer's related
di seases, traumatic brain injury, or severe nental illness. She

described this as a savings increasing to the 50 percent match
by the regular Medicaid Program She indicated that DHSS
anticipates the reforns to be in regular Mdicaid, as well as
t he expansi on popul ation. Currently, DHSS serves people wth
Al zheiner's disease, traumatic brain injury, or severe nental
illness, with 100 percent state general funds, but by noving
them to a 1915(i) option, DHSS would increase the federal match
fromzero percent to fifty percent. She conveyed that the other
option is a 1915(k) option to replace existing home and
community based services, a waiver services, which increases the
match from 50 to 56 percent. In terms of other reform
opportunities, she pointed out that DHSS also included
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denonstration project authority to review paynment reform
whet her those are bundling paynents or innovative service
delivery nodels, to allow DHSS to have explicit, express broad
authority that allows pursuing other opportunities as they
arise, and recognizing that reformis a process. She reiterated
that reform is a process that needs broad authority to take

advantage of things as they arise. She opined that there are
incredi ble opportunities for tele-health, especially in Al aska
with its |arge geography and small popul ation. She remarked
t hat , as DHSS and the federal gover nient have audit

requi renents, providers are seeing a doubling up of audits and
spending a lot of time on administration rather than being able
to provide prograns and services. She advised that those audits
should be streamined to better coordinate both state and
f ederal requirenents.

4:45:16 PM

COWM SSI ONER DAVI DSON continued her overview and noted that a
critical piece of the legislation wuld allow energency
regul ation authority to inplenment savings opportunities quickly.
Currently, a Request for Proposal (RFP) recently closed,
requesting that a contractor review opportunities for reformin
Al aska, and ways to change the way Medicaid and health care is
provi ded. She said those opportunities will allow the state to
nove forward, evaluating what other states have done, eval uating
how they might work in Alaska, and developing a plan to work
with stakeholders so that the process is transparent. She
pointed out that there is a link between the broad denonstration
project authority and the RFP, acknow edgi ng that DHSS does not
have all of the best ideas and that sone of those nmay cone from
this process.

4:47: 09 PM

JON SHERWOOD, Deputy Conmmi ssioner, Ofice of the Conm ssioner
Departnment of Health & Social Services (DHSS), said that in
addition to the provisions regarding expansion and reform the
Department of Health & Social Services (DHSS) is also making
techni cal anmendnents to the statute in order to bring it into
conformty with federal |[aw. He said it is the departnment's
intention to meke <clear the standard wunder which it 1is
oper ati ng.

4:48: 07 PM
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CHAI R SEATON asked that M. Sherwood point out sections where
there are changes to conform to the law and not a proposed
expansi on reform

4:48: 38 PM

MR. SHERWOOD responded yes, and offered a sectional analysis as
follows [original punctuation provided]:

Sectional Anal ysis:

Section 1 Adopts intent |anguage and |egislative
findings related to Medicaid expansion and the need to
reform the existing Medicaid program i ncl udi ng

instructing the Departnment of Health and Socia
Services (DHSS) to propose legislation to inplenment a
provider tax in January 2016, to help offset the cost
of the Medicaid program

Section 2 Anends AS 44.23.075 to exclude the expansion
popul ation from the current Permanent Fund Hold
Har m ess program

Section 3 Amends AS 47.05.200(a) to clarify the
m ni mum nunber of audits that DHSS shoul d conduct each
year, along with instructions that DHSS, should to the
ext ent possi bl e, mnimze duplicative state and
federal audits for Medicaid providers.

Section 4 Amends AS 47.05.200(b) to allow DHSS to
i npose interest penalties on identified overpaynents
usi ng the post judgnment statutory rate.

Section 5 Adopts AS 47.05.250 that authorizes DHSS to
devel op provi der fines t hough regul ati on for
violations of AS 47.05 AS 47.07 or regulations
adopt ed under those chapters.

Section 6 Anmends AS 47.07.020(b) including technical
corrections related to eligibility for Medi cai d
aut hori zed under the Affordable Care Act. This section
also provides the authority for DHSS to expand
Medicaid to adults aged 19-64 who are not caring for
dependent children, are not disabled or pregnant, and
who earn at or below 138 percent of the federal
poverty guidelines for Al aska including the 5 percent
i nconme di sregard.
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Section 7 and 8 Anmends AS 47.07.020(g) and (m to
clarify when DHSS nmy inpose transfer of asset
penal ti es when determning eligibility for Medicaid.

Section 9 and 10 Anends AS 47.07.036(b) and adds AS
47.07.036(d) to outline cost containment and reform
nmeasures that DHSS nust undertake, including seeking
denonstration waivers, applying for other options
under the Medicaid Act and inproving tel enedicine for
Medi cai d recipients.

Section 11 and 12 Anmends AS 47.07.900(4) and (17) to
renove t he requi renent t hat behavi or al heal t h
providers be a grantee of the state of Al aska in order
to bill Medicaid.

Section 13 Instructs DHSS to amend any state plan it
has with the federal governnment to be consistent with
this Act.

Section 14 Authorizes DHSS to engage in energency rule
making under the Alaska Admnistrative Code to
i npl enent Medicaid reform neasures and the provisions
of this Act.

Section 15 Instruct the Revisor of Statutes to nake
techni cal anendnents to the title of AS 47.07.036 to
conformto amendnments in this Act.

Section 16 Provides that Section 13 and 14 are
effective i medi ately

Section 17 Provides that Section 1- 12 and 15 of the
Act are effective on July 1, 2015.

4:48: 40 PM

MR. SHERWOOD said Section 1 is the findings and intent |anguage
around the bill expansion and reform which includes the
provi sion instructing DHSS to propose |egislation for a provider
tax by next session. He noted that Section 2 is the first of
the technical amendnments to reflect or accompbdate changes in
federal law. The provision anmends the hold harm ess provisions
in statute for treatnment of receipt of the Permanent Fund
Di vi dend. He remarked that within the Patient Protection and
Affordable Care Act states were required in their Medicaid
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Prograns to change the way they determ ned incone for children

pregnant wonen, and parent caretaker relatives to tax based
rules for incone. As a result, DHSS now counts incone using a
nodi fied adjusted gross inconme (MAG). He pointed out that this
differs from previously as it tends to |look nore toward annua

incone and does not allow incone disregards. He pointed out
that in adding the expansion group there was no easy way to
reconcile these MAG-based Methodology rules with the hold
harm ess statute. Previously, he said, the Pernmanent Fund
Dividend (PFD) was always counted as inconme under a nonthly
recei pt, whereas, under MAG it is annualized. The statute does
not provide for that kind of situation. He remarked that once
the PFD is annualized it becomes a very small anobunt of nonthly
i ncone as the check is divided by 12. He said that there would
be individuals slightly over incone for the expansion group, but
these individuals would have the federal nmarket available to
obtain substantially subsidized health insurance. He reiterated
that, in these cases, the individual would go from Medicaid
coverage to a substantially subsidized federal coverage. The
decision was nmade to exenpt this group from the hold harnl ess
provision and allow themto nove into the exchange.

4:51:48 PM

REPRESENTATI VE WOOL asked whether an individual on the fence
could opt not to receive a PFD

MR SHERWOOD said he would check wunder the new federa
regul ations as a devel opment of incone requirenent stated that
an individual entitled to an inconme nust apply for and pursue
it.

4:52:30 PM

REPRESENTATI VE VAZQUEZ questioned how the hold harmess
provi sion applies at the present tinme and how this woul d change.

VR. SHERWOOD responded that presently when determ ning
eligibility for Medicaid, the statute instructs the state
whether it is possible under federal requirements to disregard
the PFD and not count it as incone. In this case there is no
asset test for the expansion group, but individuals can have up
to four nonths of hold harm ess coverage which neans the state
repl aces the federal benefit that is provided. Essentially, he
expl ai ned, DHSS woul d continue to | eave them on Medicaid but for
those 1 - 4 nonths that they were ineligible due to receipt of
the PFD, DHSS would not claim federal funds for those
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individuals. In that case, the |lost federal revenue is actually
pai d out of the PFD account and not the general fund account.

4:54:11 PM

COWMM SSI ONER DAVI DSON explained that with this provision, the
PFD hold harm ess provision does not apply to the expansion
popul ati on.

4:54:.22 PM
REPRESENTATI VE VAZQUEZ asked for an exanpl e.

COWMM SSI ONER DAVI DSON of fered a scenario of an individual who is
potentially eligible for Medicaid expansion, but has an incomne
al nost at 138 percent of the federal poverty I|evel. When t hat
i ndi vi dual receives a PFD that puts them over 138 percent of the
federal poverty level, they would not be eligible for expansion.
Rat her, the individual would then be directed to the federally
facilitated market place in Al aska where they could choose to
purchase a substantially subsidized market place plan.

4:55:11 PM

CHAI R SEATON offered that this also relates to other prograns,
such as, food stanps. |In the event an individual earns too mnuch
noney, they don't qualify. The PFD actually pays the difference
of what the individual was losing in their benefits in receiving
t he PFD. He pointed out that the hold harm ess was not being
changed, it just does not apply to the expansi on popul ati on.

MR. SHERWOOD answered "That is correct.”

4:56: 08 PM

REPRESENTATI VE VAZQUEZ questioned whether the departnent had
considered that the hold harmess also applies to food stanps
and asked whether there had been any thought about excluding
food stanp recipients in the hold harm ess program

COWMM SSI ONER DAVI DSON replied that the food stanp programis not
a subject of this bill.

4:56:45 PM

MR. SHERWOOD said that Section 3 is the provision which reduces
the mandatory nunmber of audits required under the statute. He
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offered that since the |law passed there has been an increase in
the anount of oversight of providers through other state and
federal initiatives. The Division of Quality Assurance in the
departnment [indisc.] 14 different kinds of oversights the
provi ders can be subject to depending upon the type of provider,
federal or state. He opined that one of the prinme purposes of
audits is the sentinel effect and DHSS believes there is enough
activity that it is achieving that. He explained that the
section also gives DHSS clear authority to coordinate the audits
to avoid duplication wth other state or federal audi t
activities.

4:57:57 PM

CHAI R SEATON conveyed there had been a discussion regarding
certain audits being identified as being an acceptable
substitute when there is coordination in receiving the results
of these audits. He asked if DHSS was still thinking that would
work in sone instances.

MR. SHERWOOD responded that DHSS does coordinate anong the
audits which also avoids any duplicative penalties. To the
extent possible, the departnment would take the federal audit as
part of the DHSS oversight strategy.

4:59: 04 PM

MR, SHERWOOD stated that Section 4 allows the departnment to
i npose penal ti es on over paynent s when t he over paynent
determ nati ons becone final. This section creates an incentive
for pronpt resolution when there are audit findings as there is
a disincentive for the provider to drag out the dispute of the
findi ngs.

4:59:39 PM

REPRESENTATI VE VAZQUEZ referred to [Sec. 4, AS 47.05.200(b)],
page 3, lines 17-20, which read:

(b) ... The departnment nay assess interest penalties
on any identified overpaynent. Interest under this
section shall be calculated using the statutory rates
for post-judgenent interest accruing from the date of
the i ssuance of the final audit.

REPRESENTATI VE VAZQUEZ asked what statutory rate for post-
judgenent interest is being applied.
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MR. SHERWOOD answered that the |anguage canme from "our |ega
folks," and he assuned it was clear as to which one. He agreed
to research the answer and get back to the comm ttee.

REPRESENTATI VE VAZQUEZ said it should clearly be set forth what
statutory rate it is making reference to for avoiding confusion.

5:01: 03 PM

MR. SHERWOOD conveyed that Section 5 allows DHSS to inpose fines
on providers for violation of statute or regulations. Currently
the only financial recovery with providers is through the audit.
He said it has been discovered that it nakes nore sense for both
parties to assess a fine. He offered as an exanple, if there
was evidence of poor docunentation that was not system c, DHSS
may choose to inpose a fine rather than actually performng an

audit where both sides have to drill down to determ ne what the
evi dence shows. He conveyed that there may be occasions when an
audit is over-kill or inpractical and sinply assessing a

fi nanci al penalty for failing to follow the statute or
regul ations is a nore appropriate and efficient tool.

CHAI R SEATON asked whether the fine was in dispute or soneone
prefers an audit, would that fine |anguage be perm ssive and be
part of the regul ations that can be chal |l enged.

MR. SHERWOOD responded in the affirmative and stated that by
adding it as a sanction there is an appeal process for any
substanti al sanction.

5:02: 36 PM

REPRESENTATI VE VAZQUEZ referred to [Sec. 5, AS 47.05.250(a)],
page 3, lines 22-23, which read:

(a) ...The departnment may adopt regulations to inpose
a civil fine against a provider who violates AS 47.05

REPRESENTATI VE VAZQUEZ noted that AS 47.05 deals with nedica
assi stance fraud. She said if this legislation passes, it
appears the departnment may adopt regulations to inmpose a civi
fine against a provider who violates. Usually, she opined, in a
crimnal case there is restitution to be nade, so why woul d DHSS
need a separate section.
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MR. SHERWOOD offered that this does not extend sinply to the
fraud provisions of AS 47.05, but to the other admnistrative
provisions of AS 47.05 and AS 47.07, essentially the Mdicaid
statute. Al violations of regulations governing Medicaid would
be subject to fines.

REPRESENTATI VE VAZQUEZ reiterated her question whether a
crimnal case under AS 47.05 deals with Medicaid fraud and
spells out the crimnal sanctions. She pointed out that it is
clearly a crimnal process, and asked why this particular
provision is included in that it interferes with the crimnal
statute. She noted that restitution is in crimnal cases, and
the crimnal code sets forth the paranmeters of that restitution

MR. SHERWOOD advised that this provision was intended to allow
DHSS to inpose fines for violations of regulation which were not
necessarily crimnal. He offered that if the question is
whet her this |anguage is appropriately placed in this section or
in AS 47.07, he would consult with the Departnent of Law (DQL)
to provide an answer.

5:05: 36 PM

REPRESENTATI VE TARR referred to [Sec. 5, AS 47.05.250(b)], page
3, lines 25-26, which read:

(b) A fine inposed under this section nay not be |ess
t han $100 or nore than $25,000 for each occurrence.

REPRESENTATI VE TARR said the provision reads |ike a problem that

does not neet the standard of a crimnal proceeding. The
department wants a nechanism to encourage good behavior and the
threat of a fine will likely do that.

MR. SHERWOOD answered that her statenent was a good assessnent.
Certainly, he said, the deterrent effect is in knowng there are
some situations in which DHSS is not likely to pursue a full
blown audit sinply to obtain a nodest recovery. Cenerally, he
offered, all of DHSS sanctions tend to be progressive so initial
and mnor occurrences tend to be nodest fines, and repeat or
serious offenses tend to be higher fines.

5:06: 53 PM
REPRESENTATI VE VAZQUEZ commented that there may be a need to

include a provision for fines but as this covers all of AS
47.05, which also covers Medicaid fraud, she suggested there
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should be an explicit exception to the crimnal statutes, which
i ncludes crimnal charges, and follows a whole crimnal process
and not a civil process.

CHAIR SEATON asked [M. Sherwood] to check with the |egal
departnment to determne if there should be an exception for
fraud. He stated that if there is actually fraud DHSS does not
want to be submtting a fine for crimnal penalties.

5:08:22 PM

MR. SHERWOOD continued with the sectional analysis and stated
that Section 6 anmends the Medicaid eligibility statutes to bring
the statute in line with the new MAG rules, and adds the
expansi on group. He referred to MAE J[indisc.] severa

categories of coverage including many categories for children

The legislation anends AS 47.07.020(b)(8) in that it better
describes a group of children that are already covered. He
expl ai ned that the |anguage dated back to the early 1990s, which
artfully describes a category of children who weren't ineligible
because they did not neet the old deprivation standards for A d
to Famlies with Dependent Children (AFDC). He offered that
DHSS was meki ng technical amendnents to clarify this |anguage to
what has al ways been the coverage for these children who do not
neet the deprivation requirenents. He indicated that as the
program has evol ved this | anguage has becone anti quated and DHSS
does not have people who would track that kind of policy back
that far. The other changes related to MAG have to do wth
eligibility categories for pregnant wonen and children and their
inconme levels are set in statute as a percentage of the federa

poverty level, he explained. He reiterated that MAG gets rid
of all inconme disregards that are applied before determning
eligibility. The federal governnment made DHSS cal culate the
val ue of those disregards and adjust the incone standards upward
to reflect the loss of disregards for existing categories of
Medi cai d, he stated. This legislation is changing the nunbers

in the statute to match those new MAQA adjusted anounts. He
offered that it appears incone standards are going up, but in
truth it is the equivalent standard. He pointed out that

instead of applying the standard after DHSS has taken out the
income disregards it is now applying the standard of gross
i ncone. Anot her way of |ooking at it, he advised, is that the
di sregards have been built into the standard.

5:11:19 PM
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REPRESENTATI VE VAZQUEZ asked for an exanple of at least two to
three incone disregards that are taken into consideration.

MR. SHERWOOD replied that the disregards that cone to mind
i nclude earned incone disregards, child care disregards, a child
support disregard, and the PFD disregard.

REPRESENTATI VE VAZQUEZ asked that M. Sherwood explain the
definition of disregard, and how it is reviewed by departnent
personnel determning eligibility.

MR. SHERWOOD answered that when determining an individual's
eligibility the departnent typically starts with their gross
incone for the nonth, then determ nes whether adjustnents need
to be made. In that instance, a disregard may be a conplete
di sregard of a certain type of incone, or a partial disregard of
earned incone, and the amount of disregard is subtracted from
the individual's incone. Subsequently, he related, once all of
the disregards have been subtracted, the departnent reviews the
remai ning inconme and in the old nmethod would conpare it to the
i nconme standard.

5:14:29 PM

MR. SHERWOOD advised that another part of Section 6 adds the
expansion group and it contains the provision that the expansion
group is covered only if the federal nmatch rate is at |east 90
per cent . He referred to Sections 7-8 and advised they are
techni cal anendnents which clarify that individuals determ ned
eligible using MAG standards are not subject to transfer of
asset penalties. He explained that transfer of asset penalties
are applied to individuals who receive long term care, nursing
home care, and honme and community based waivers. In these
circunstances, an individual has been found to have given away
assets in order to qualify for Medicaid, or for any purpose
other than to receive sone sort of direct benefit to thensel ves.
He pointed out that they may be ineligible for Medicaid for a
period of tinme - approximtely equivalent to the value of the
transfer. He remarked that the legislation clarified that MAG
standards are not subject to the transfer of asset penalty. He

explained that all the categories of Medicaid that cover
i ndividuals who are aged, blind, and disabled do not use MAG
st andar ds. He said that the over whelmng majority, alnost the

entirety of the individuals receiving long term care, qualify
under those standards for aged, blind, and disabl ed.

5:16: 03 PM
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MR. SHERWOOD referred to Sections 9 - 10 and advised that the
amendnments to the cost containment statutes in the Medicaid
statute include the reform initiatives, the Section 1115
wai vers, the 1915(i) and 1915(k) options, other denonstration

authorities, and enhancenent and incentivizing telehealth. He
advised that Sections 11 - 12 anmend the statute to renove the
Medi caid requirenent that behavioral health providers be grant
reci pi ents. He conveyed that Section 13 instructs the
departnment to amend the state plan in accordance wth the
| egi sl ation. He further conveyed that Section 14 gives clear
authority to issue energency regulations for reform and cost
cont ai nnment . Section 15 includes Reviser of St at utes
i nstructions. Sections 16 - 17 are effective dates, and he

noted that Sections 13 - 14 are effective imediately, while the
rest of the Act is effective on July 1, 2015.

5:18: 09 PM

REPRESENTATI VE TARR asked for clarification that the commttee
will not consider anendnents on Thursday but get them out for
di stribution.

CHAIR SEATON said the conmttee nmy consider amendnments on
Thursday, before the public testinony conmes in, so people wll
know what is on the table.

5:18: 26 PM

REPRESENTATI VE VAZQUEZ advi sed she will have many questions and
stated it is only fair for the commttee to have tinme to clarify
certain provisions in order to understand what this bill does
and does not do.

CHAI R SEATON expressed his agreenent.
5:19:11 PM

COWMM SSI ONER DAVI SDON of fered nmenbers to forward their questions
to her in the neantine.

CHAIR SEATON asked the nenbers to forward questions to
Comm ssi oner Davidson and there may be witten responses back
with information.

REPRESENTATI VE VAZQUEZ requested that the questions and answers
be distributed to every comm ttee nenber.
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CHAI R SEATON offered that questions could be submitted to him
and he would forward the questions and receive the answers.

[ HB 148 was hel d over]

5:20: 27 PM

ADJ QURNIVENT

There being no further business before the conmttee, the House

Health and Social Services Standing Conmittee neeting was
adj ourned at 5:20 p. m
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