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ACTI ON NARRATI VE

1:32:31 PM

CHAI R BERT STEDMAN cal led the Senate Health and Social Services
Standing Conmttee neeting to order at 1:32 p.m Present at the
call to order were Senators Stoltz, Kelly, Gessel, and Chair
St edman.

PRESENTATI ON: Medi cai d Expansi on

1:33:16 PM

CHAI R STEDVAN announced that there would be a presentation on
Medi caid Expansion by the Departnent of Health and Social
Servi ces (DHSS)

VALERI E DAVI DSON, Conmi ssioner, Departnent of Health and Soci a
Services (DHSS), said she would discuss the Healthy Al aska Pl an
today. She introduced M. Sherwood.

1: 34: 28 PM
At ease

1:37:43 PM
CHAI R STEDVAN br ought the neeting back to order

COWM SSI ONER DAVI DSON began by introducing the recently rel eased
Healthy Alaska Plan that can be found on the departnent's
website. She stated that the Healthy Alaska Plan found that
Medi caid expansion is healthy for Alaskans, healthy for the
Al aska econony, healthy for the state general fund budget, and
it advances reform She nmintained that reformis necessary and
Medi caid opportunities are enhanced wth expansion. In the
current fiscal environment, the state nust ensure that there is
a sustai nabl e Medicaid program for years to cone.

She referred to Governor Walker's state of the budget address
where he asked the conmi ssioners to |ook at the budget and plan
for a total of 25 percent cuts to departnent budgets over the
next several years. She related that the DHSS budget totals $2.7
billion, of which Medicaid is $1.7 billion. Reform provides an
opportunity to identify and inplenment efficiencies, to nake
i nprovenents, and to deploy innovations in order to mnimze the
inmpact to Alaska's nost vul nerable population. She naintained
that the conversation nust go beyond sinple fixes and |ook at
the current Medicaid program as an opportunity to design an
Al aska pl an.
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CHAI R STEDVAN opi ned that the target is closer to $3 billion or
$4 billion.

COWM SSI ONER DAVI DSON continued with a discussion of reforns the
departnment is already wundertaking. The first reform is to
cont rol the over-utilization of hospi t al energency room
services. The departnent has identified over 5,000 people who
are Medicaid beneficiaries who over-utilize energency roons,

costing about $29 nmillion a year. The departnent began a care
managenent program that would direct those people to the
appropriate level of care. The target was $7 mllion in savings,

or reducing the expense by 25 percent. The nethod used was
t hrough policy. She noted it is a voluntary program and to nmake
it mandatory would require a regulation change. She addressed
the reason why individuals over-use energency roons; those who
do not have health care coverage can, by federal l|law, receive it
at emergency roons.

She explained that the second reform |ooks at increased fraud
and abuse prevention and control efforts. This is cost avoi dance
as a result of providers not submtting future clains based upon
anot her provider found to be fraudulent. She said they saw this
a lot with personal care attendant fraud prosecutions. The
departnment then required all the personal care attendant
providers to be registered as Medicaid providers. This allowed
the departnent to reduce waste. The target of this reformis $15
mllion in annual avoided costs. The nethod used was through

policy.
SENATOR KELLY asked if the target had a time-certain date.

COW SSI ONER DAVI DSON said sone of the cost-avoidance efforts
have al ready begun. They anticipate arriving at the $15 mllion
mark in a coupl e years.

1:44:08 PM

COWM SSI ONER DAVI DSON continued with the third reform effort -
home and community-based service inprovenents. She said this
option was available in 2010 under the Affordable Care Act. She
said the departnent is currently exploring two of four possible
options; a 1915-1 waiver that replaces services that are
currently being provided, with 100 percent state general fund

It would serve people that don't neet nursing |evel of care, but
do neet another criteria, such as Alzheiner's-related diseases

traumatic brain injury, or severe nental illness. The types of
services are personal care attendant services, general relief
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services, adult day care, and senior in-home services. Sone wll
be at 50 percent match or under the expansion group match. The
1915-K waiver would allow the departnent to replace existing
Medi caid home and comrunity-based waiver services matched at 50
percent federal wth 1915-K services that are matched at 56
percent federal. The conbined total waiver target is $24 mllion
annual savings upon full inplenentation, which is expected in
two or three years. The nethod used is through a waiver.

1:46: 07 PM

COWM SSI ONER DAVIDSON turned to the fourth reform patient-
centered nedical hone initiatives which help those with chronic
health issues. The initiatives allow individuals to reduce
hospitalizations. The target in savings is between $78, 000 and
$165, 000 annually per 1,000 enrollees. This recomendati on cane
from the 2011 Medicaid Task Force and would be enacted by a
regul ati on change making the initiatives mandatory.

She said the final reformis coordination with the Al aska Triba
Health System She explained that when three agencies are
involved wth a beneficiary, the Indian Health Service,
Medi caid, and Tribal Health, the state is allowed to claim 100
percent federal match. The departnent would like to target about
10 percent, or $15 million in savings to the state general fund
t hrough policy and through agreenents.

She noted other waiver opportunities are also available to
explore, such as behavioral health and senior disability
wai vers. She clarified that all reforns are in the existing
Medi caid program however, sone are voluntary, but sonme can be
negoti ated through a federal waiver.

1:48: 54 PM
SENATOR STOLTZE asked if the departnent has statutory
recommendations for the |legislature or the Governor.

COWM SSI ONER DAVI DSON cl arified that none of the reform efforts
require a statutory change; they may require regul ati on changes.

SENATOR STOLTZE pointed out that there is a 90-day session and
the regulatory process can be nuch longer. He suggested that
there mght not be enough tinme to inplenent expansions and
reforns m ght have to conme first.

COMM SSI ONER DAVIDSON reiterated that the refornms are already

underway. The departnent would |like to build upon those efforts
and believes reform and expansion can go hand in hand. The
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department has a longer-term strategy plan for 2017 and beyond.
The departnent anticipates |egislative suggestions and wll take
the tine needed to develop an Al aska plan. The reason expansion
is being addressed now is due to a very limted opportunity to
take advantage of federal match wunder expansion. Under the
Affordable Care Act, expansion is only allowed during the 2014-
2016 years.

CHAIR STEDVMAN nentioned the need for cost containnment and
reduci ng expenditures by 25 percent while absorbing the costs of
expansi on.

1:52: 38 PM

COM SSI ONER DAVIDSON turned to additional reforns that have
been recently identified: changing the eligibility for Persona
Care Assistance (PCA) services for a savings of $2.5 mllion, a
possi ble savings of $1 nmllion in durable nedical equipnent,
vision, and hearing, an increase in the nunber in the Super
Utilizer contract for nmanagenent of care, a $1 million savings
in dental, inplenment wutilization control for Behavioral Health
services, and ground transportation savings by reinforcing
policy, encouraging escorts for nultiple nenbers for travel, and
devel oping a fee structure.

She addressed other refornms that could happen by 2016 totaling

$10 mllion in savings, such as efficiencies in the Tribal
Health System due to new facilities on board, resulting in
savings in support and ancillary services - |abs, dental, |ong-
term care.
1:57:51 PM

SENATOR STOLTZE recalled a visit from famlies wth disabled
famly nmenbers. They had two priorities, available used durable
medi cal equi pnment and telenmedicine. He inquired if they would
require statutory changes or regul atory changes.

COMM SSI ONER DAVI DSON replied that there is a surplus of durable
nmedi cal equi pnent available and the departnent has had
conversations wth providers to let them know this is a
priority. She added that regulations are available to go to
public hearing now. She comented that the state often has to
deal with challenging issues, however, when it works together
with comunities, stakehol ders, and providers, progress is made.
She agreed that telenedicine in Al aska should be utilized nore
than is being done and should be built upon.
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JOHN SHERWOOD, Deputy Conmmi ssioner, Departnment of Health and
Social Services (DHSS), added that neither change requires a
statutory <change. |If it was a nmandate, it mght require
statutory work. He offered to foll ow up on the issue.

2:02:09 PM

SENATOR KELLY asked about $10 million in savings due to
coordination with Tribal Health organizations. He nmaintained
that sone of that noney was for the Alaska Native Mdical Center
and has been count ed.

COWMM SSI ONER DAVI DSON responded that a part of those savings

have been included in SB 88, but not all. For exanple, the
proj ected annual savings the departnent allocated to SB 88 was
$3.8 mllion. The departnent anticipates about $8.8 million in

annual savi ngs.

CHAI R STEDMAN requested information about the targeted savings
and budget reductions fromlast year were.

SENATOR KELLY thought that an increase in Mdicaid cost was
included as expenses in the presentation, when, in fact,
Medi cai d costs have decreased. He asked for clarification.

2:05: 08 PM
COWM SSI ONER DAVIDSON said the departnent would be happy to
provi de that information.

She di scussed designing reform by using funding from the Al aska
Mental Health Trust Authority to fund technical assistance. The

departnment will look at reform in other states and at how to
engage stakeholders when building an Al askan nodel. The
contractor will also help identify the approval process, whether

it be through regulation, statutory change, state plan
anmendnents, and/or waivers.

2:07:13 PM
COW SSIONER DAVIDSON reviewed the tinmeline for reform In
February 2015, the RFP was released, March is the deadline for

proposal subm ssions, in April or My the departrment wll neet
with the contractor and stakeholders, and then in January of
2016, the departnent will present the report to the |legislature

and the public.

CHAI R STEDVAN said there m ght not be enough cash in the bank to
survive the tinme schedule. He suggested that it be accel erated.

SENATE HSS COW TTEE - 6- February 25, 2015



SENATOR STOLTZE asked how st akeholders are defined. He said his
st akehol ders are his constituents.

COWM SSI ONER DAVI DSON responded that the departnent is open to
all reform ideas and plans to have a conversation out in the
open. She said she is a collaborative person and will neet wth
persons of all viewpoints.

SENATOR STOLTZE hoped for w despread involvenent and a
significant outreach

2:11:11 PM

COWM SSI ONER DAVI DSON  spoke of additional reform options,
building blocks to achieving neaningful reform which the
contractor wll be researching. Sone reforns are: paynent
reform strengthened primary care, care nmanagenent, workforce
i nnovation, maxim zing federal matching fund opportunities, and
i mproved Tel ehealth capabilities. The departnment is |ooking at
exanpl es of what other states do.

2:13: 27 PM

COWM SSI ONER  DAVI DSON continued wth reform strategies for
increasing prevention and shared responsibility: cost-sharing
options, health savings accounts (HSA s), service to direct
patients to the appropriate level of care, incentives for
heal t hy behaviors, increased access to preventative services,
and work assistance benefit for the expansion group. These are
additional refornms other states have.

2:15:33 PM

SENATOR KELLY voi ced concern about the lack of tine to enact the
reforns. He opined that the state already knows about other
states' reforns. He suggested using a nodel to see various
savings scenarios in order to extend reserves. He said the
scenari os he | ooks at show the state running out of noney in FY
2018. He suggested not studying reforns nuch nore and just doing
sonmet hing. He thought there would be support from the Governor
and the | egislature.

CHAI R STEDVMAN said he does not see any real reductions in the
refornrs. He agreed wth Senator Kelly and cautioned about
pendi ng budget cuts in services.

SENATOR KELLY recalled sales courses and said, "If you think you
shoul d do sonething, do it."

2:19: 09 PM
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COWMM SSI ONER DAVI DSON rel ated who is covered by Medicaid and who
is in "the gap". She listed those not covered: adults wthout
dependent children who earn | ess than 100 percent of the federal
poverty level do not qualify for Medicaid nor a subsidy. She
said the "donut hole" was created when the Suprene Court
determ ned that states have the option of expandi ng Medi cai d.

She explained what Medicaid expansion consists of: a higher
federal match resulting in an inmediate economc boost to the
state, reducing unconpensated care of $100 million by reducing
the nunber of uninsured, and opportunities for reform and
wai vers by using higher federal match. She noted that Arizona
saw their unconpensated care drop by 30 percent in the first six
nont hs of Medi cai d expansi on.

2:21:55 PM

COM SSI ONER DAVI SON related who would be covered by the
expansion. Adults between the ages of 19 - 64 w thout dependent
children with inconmes up to 138 percent of the federal poverty
| evel would be covered. She showed a map of where these 42,000

adults live. Most |ive around large population centers.
Anchorage and WMat-Su have about 21,000 people who would be
covered, or about 50 percent. She listed the percentages in

every area.
SENATOR KELLY asked if the total is 41,000 people.
COW S| ONER DAVI DSON sai d yes - 41, 910.

She showed a graph that depicts the expansion population with
and wthout, jobs. About 44 percent are working. About 43
percent of those eligible for expansion have no insurance and
about 29 percent have partial coverage.

2:24: 49 PM
SENATOR KELLY asked if 58 percent of Alaskans are not in the
wor kf or ce

CHAIR STEDVAN said 58 percent of those who qualify for
expansion. He requested a breakdown by regions of those who are
unenpl oyed, unable to work, and not in the |abor force.

COWM SSI ONER DAVI DSON comented that everyone is inpacted by
those who do not have health coverage. Lack of health coverage
i npacts the workforce.

2:26: 29 PM
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COWMM SSI ONER DAVI DSON di scussed how nmany people would sign up
for Medicaid if it was an option. It is estimated that about 63
percent would sign up. Part of the Healthy Alaska Plan included
the release of a report by Evergreen Econonics that provided
statistics about the projection of enrollnment, the per-enrollee
cost, and the estimate of total spending. The report showed that
in the first year 20,000 would sign up. That nunber wll
i ncrease to 26,000 by 2021.

The average cost per enrollee in 2016 wuld be $7,248,
increasing to about $8,433 in 2021. Those costs are |ower than
previously projected by the state because 54 percent of
enrollees are nmen and males are |ower-cost beneficiaries. Also,
the largest group is nmade up of enrollees ages 19-34, who are
al so lower-cost beneficiaries. Based on the analysis from the
departnment's Medicaid Budget G oup, between FY 2009 and FY 2013
t he average spending per enrollee for adults and famly Medicaid
group grew on average by 1 percent annually to $6,560 in FY
2013.

COWM SSI ONER DAVIDSON turned to the subject of reducing the
recidivism rate. She showed a web site where the recidivism
reduction plan is found. The Al aska Judicial Council reported
that of convicted felons who conpleted an ADOC substance
program 12 percent recidivated conpared to the control group in
which 20 percent recidivated within 12 nonths of being rel ease.
She noted that the prison population is predom nantly nade up of
adults w thout dependent children. She said this is a great
opportunity for Medicaid to invest in behavior health services
and al cohol and substance abuse prograns. Oher states are
seeing a reduction in recidivismby investing in these prograns.

SENATOR STOLTZE asked whether persons are in prison for
substance abuse or for their actions while under the influence.
He mai ntained they were in prison for aberrant actions.

COWM SSI ONER DAVI DSON said that is correct.
SENATOR KELLY said sone are also there for pre-trial

COWM SSI ONER DAVI DSON stated that access to health care neans
inproved health outcomes and increased productivity and
i ndependence. The nunber of uninsured Al askans would be reduced
by half. Mre Al askans would receive preventative and primary
care, including behavioral health services and help in managing
costly chronic diseases. Alaska's statewide nortality rate would
drop. There would be health care access for survivors of

SENATE HSS COW TTEE -9- February 25, 2015



domestic violence and sexual assault. Access to health care is
already showing a positive difference for the honeless
popul ations in other states.

2:34.06 PM

COWMM SSI ONER DAVI DSON expl ai ned how hi gher federal contributions
woul d occur under Medicaid expansion. She showed that FMAP was
100 percent in 2014 and declined to 90 percent by 2020. The
departnent projects that in 2016, new federal revenues wll
total $145 million and increase to about $224.5 mllion in 2021.
There will be over $1 billion in new federal revenue to Al aska
over the next six years. |In 2016, every day of delay would cost
the state $398,452 in |ost federal revenue.

2: 36: 03 PM

COWMM SSI ONER DAVI DSON hi ghli ghted state expenditure in Medicaid
expansion. She showed a table of costs, offsets, and savings.
Costs begin at $0 in 2016 and increase to $19.6 mllion in 2021.
There are also adnministrative costs increasing from $0 to $1.6
mllion in 2021. These costs include positions to deal with the
i ncreased enroll ment volume and paynents. She identified sone of
the offsets, such as chronic and acute nedical assistance,
corrections, and behavioral health grants, totaling $24.5
mllion. Increased savings are expected in the out years. The
net savings to the state general fund by 2021 would be $3.29
mllion.

2:38: 08 PM
CHAI R STEDMAN requested information on the sensitivity of the
nunmerics by row

COWMM SSI ONER DAVI DSON said she would be happy to provide that
i nformation.

CHAIR STEDVMAN asked if the departnment has that information
t oday.

MR. SHERWOOD pointed out that the bulk of the spending is in the
service conponent. In the early years the federal match is at or
near 100 percent so there is not nuch sensitivity in ternms of
the inmpact on state spending. Total spending mght be very
sensitive, but there is a lot less sensitivity in ternms of
general fund spending. The administrative costs are relatively
stable and are expected to remain so. The two primary areas of
sensitivity are the average cost per individual and the tota
nunber of i ndividuals.
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CHAI R STEDVAN asked how many new enpl oyees are needed.

COW SSIONER DAVIDSON said 26 positions, 23 dedicated to
enrol | ment and 3 to payi ng providers.

CHAIR STEDVAN asked how efficient the software used for
projecting the 26 positions is.

COVMM SSI ON DAVI DSON replied that the departnent is experiencing
problenms with the conversion of the enrollnent systemto Aries.
The conpletion date was supposed to be in Cctober of 2014. The
departnment has hired a previous director of Public Assistance to
cl ear backlogs. It is also working with the contractor Deloitte
to ensure an enrollnent inplenentation date in July. On the
paynent side, the department has been undergoing a conversion to
MMS, a Xerox contract. The departnent has pursued |iquidated
damages against Xerox in order to recoup expenses. Xerox has
indicated that it expects to have everything on track for a July
enrol | ment.

2:42:58 PM

CHAI R STEDVAN asked for nore information about the 26 positions
and how soon they would be filled. He assuned they would be
usi ng the updated software. He hoped there would be efficiencies
in the new system

COW SSI ONER DAVI DSON agr eed.
CHAI R STEDVAN asked how the 26 positions will be phased in.

MR. SHERWOOD said the departnment would have them all on board
right away as soon as they get authority due to the high nunber
of applications in the first few nonths. They expect 26
positions to work in the new systemin July.

2:44: 48 PM
CHAI R STEDVAN asked if there is time to train them all by July
1

RON KREHER, Acting Director, Dvision of Public Assistance,
Department of Health and Social Services (DHSS), presented
information related to the Medicaid Expansion. He shared
information related to the hiring of staff. The ideal goal would
have been to bring the positions on board several nonths before
the start of the fiscal year. Instead, |ong-term non-pernanent
positions will carry sone of the weight leading up to July by
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reduci ng the backlog of work. He said he is confident they wll
get the staff up and running in tine.

CHAIR STEDMAN commented on reducing GF spending and adding
per sonnel .

SENATOR STOLTZE commented on the Affordable Care Act. He said he
does not wunderstand the math. He asked if the admnistration
believes Medicaid expansion can proceed wth or wthout
| egi sl ative approval.

CHAI R STEDMAN said Conm ssioner Davidson could get back to the
conmittee on that.

2:48: 54 PM

COWM SSI ONER DAVI DSON concl uded that the Healthy Al aska Plan is
good for inproving the health of Alaskans and is good for the
econony. It wll provide a little over $1 billion in federal
revenue and 4,000 new jobs with about $1.2 billion in new wages
and sal ari es.

She addressed efforts to diversify beyond oil, LNG and other
opportunities, noting those projects take tinme to devel op.
Medi cai d expansion is also one of the ways to shore up Al aska's
econony in the short term by infusing $145 nmillion everywhere
health care is provided in the state. She stated that $1 billion
in federal resources to Alaska's econony at a match rate that is
about the sanme in the out years as what we currently pay for
road and airport maintenance is a good investnent. The Healthy
Al aska Plan would allow the state to increase the health of
Al askans, to mtigate sone of the inpact to Alaska' s econony

quickly, as well as to address behavioral health issues of
Al askans.
2:52: 07 PM

CHAI R STEDVAN asked about the inpact on rural hospitals.

COW SSI ONER DAVI DSON said where ever Mdicaid services are

provi ded, there will be benefits to the conmmunities. She offered
to provide the breakdown by comunity. In smaller conmunities
the benefits are as small as $2.2 nillion, but in the Ilarger

communities, they are as high as $4.7 nmillion in federal match.
CHAI R STEDVAN requested a copy of that information

2:53:48 PM

SENATE HSS COW TTEE -12- February 25, 2015



SENATOR STOLTZE asked if the $1.2 billion benefit is for one
year.

COWMM SSI ONER DAVI DSON said the inpact to the econony is over siXx
years of expansion. She said she |looks forward to further
di scussi ons.

CHAI R STEDVMAN summari zed that the entire state is in this crisis
and everyone woul d be worki ng together.

2:55: 07 PM

There being nothing further to come before the commttee,
Chair Stedman adjourned the Senate Health and Social Services
Standing Commttee at 2:55 p. m
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