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ACTI ON NARRATI VE

TAPE 01-47, SIDE A
Nunmber 001

CHAl RAMOVAN LYDA CREEN called the Senate Health, Education &
Social Services Subcommttee neeting to order at 9:00 a.m
Present were Senators Davis, Taylor, and Chairwoman G een.
Chai rwonman G een announced that the subconmmittee is neeting to
consider in what direction Al aska should go regarding Medicaid
coverage and possible legislation. She noted that priorities
regarding services to be covered under Medicaid have changed
since the events of Septenber 11. She pointed out that one item
on the agenda today is rural health care. \When | ooking through
the budget |ast year, Senate Finance Committee nenbers noticed
there would be a budget itemto provide a service at the state
| evel that other groups were providing. They tried to find as
many fundi ng sources comng into rural health care sites to get
them aligned and not duplicative. She asked a representative
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fromthe Denali Comm ssion to present to the commttee.

MR. KRAG JOHNSON, the Al aska Legislature’'s staff representative
on the Denali Comm ssi on, i ntroduced Joel Nei neyer, the
Comm ssion’s rural health expert. He distributed an update on
Denal i Commi ssion activities to cormttee nenbers and the public.
The update contains a generalized list of projects the Denal
Conmi ssion has been working on and funding levels for those
proj ects. He noted M. Neineyer cane to the Denali Comm ssion
after 17 years with the Indian Health Service and has worked with
the Al aska Native Tribal Health Consortium

MR. JOEL NEI MEYER, program manager for the Health Facilities
Program informed the conmttee that since Septenber of 1999, he
has been working with the Denali Conmi ssion on infrastructure,
originally wth rural energy projects. Wen the health care
program started developing, it was consumng so nuch time he
becanme the Health Facilities Program Manager.

CHAl RA\MOVAN GREEN asked M. Neineyer if he spent all 17 years with
the Indian Health Service (IHS) in rural Al aska.

MR. NEI MEYER said all but three years, which he spent in Wstern
Washi ngton. He noted that he would address four bullets issues,
one being the role of the state and federal governnent, the
Denali Comm ssion and Native non-profit health corporations in
rural health care.

First, the Denali Comm ssion was created by federal |egislation
in 1998 to Ilook at training, economc developnment, and
i nfrastructure devel opnent. The legislation allows the Conm ssion
to work with many different partners in many different areas. The
| egi sl ati on established an adm nistrative cap at 5 percent, which
does not allow the Comm ssion to run its own program That cap
forces the Conmission to find partners who are already doing the
wor k and have the same m ssion.

CHAI RAMOVAN GREEN asked who a typical partner woul d be.

MR. NEIMEYER said that varies by interest. In the Denal

Comm ssion’s health care program its two primary partners are
the State of Al aska and the Alaska Native Tribal Health
Consortium In the Commssion’s rural energy program it
primarily partners with the Al aska Energy Authority and the
Al aska Village Electric Authority. He said in 1999, Congress
passed legislation [P.L. 105-277] that anmended the Denal

Comm ssion act and focuses it particularly on health care
progranms. It gives the Conm ssion the authority to plan, design
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and construct hospitals, nental health facilities, elder care
childcare, and primary care facilities.

MR. NEI MEYER said one of the first things the Denali Conm ssion
did when that |egislation passed was to put together a steering
committee to do a needs assessnent of primary care. |Its original
partners were the Alaska Native Tribal Health Consortium and
I ndian Health Service. The goal of the needs assessnent was to
quantify what the primary care needs are across the state. They
chose to look at 288 communities without an in-patient care
facility at the hospital and nore than 20 year-round residents.
The study results determined a need for $253 nmillion to address
primary care facilities statew de.

CHAI RAMOVAN GREEN asked him to describe some typical comrunities
identified in the study.

MR. NEI MEYER stated that some communities have no health clinics,
but many have very small clinics. The Steering Conmttee found
that many clinics were built based upon avail able funds from HUD
comunity devel opnent block grant funds and State of Alaska
comunity devel opment bl ock grant funds. The Steering Conmittee
found the small facilities restrict the amount of health care
progranms offered in the community so that health care access is
restricted by capital funds, not by health program services that
can be offered. The Steering Conmittee decided to change its
perspective and requirenment of a community for primry care
servi ces based upon geographic isolation and popul ati on si ze.

When the Steering Committee put together the needs assessment, it
found that it could not conpare the health care needs of [|arge
and small communities and felt it was unfair to make comunities
conpete with one another. The outconme was to develop three
fundi ng processes as denonstrated in the following chart. Large
clinics work for communities with a population |arger than 750 or
communities that serve as a sub-regional clinic or a multi-
community clinic. Small clinics work in comunities where that
clinic is a “stand alone” clinic for that community. The third
funding process is for the repair or renovation of existing
clinics.

MR. NEI MEYER pointed out that none of the Denali Comm ssion’s
projects to date have required a Certificate of Need but that
will be incorporated into the programin case one i s needed.

Where the Conmission goes with funding these projects wll be

guided by the Health Care Steering Committee. That Conmittee was
organized in early 2000 and is nmade up of four agencies: the
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Denali Comm ssion, the IHS, the Alaska Native Tribal Health
Consortium and the State of Al aska. Over tine, nore partners
were added: the Alaska Primary Care Association, the Al aska
Mental Health Trust, the University of Al aska and the Al aska
Native Health Board. The Steering Commttee took on the
responsi bility for devel oping the Request for Proposals process

for capital funding of health care facilities. Recently, the
Commttee was restructured so that it takes a nore policy
advisory role and less of a work-group function. Karen Perdue
will represent the University of Al aska.

CHAl R\MOVAN GREEN asked for a description of the Alaska Primary
Care Associ ation.

VR. NEI MEYER explained that it is a non-profit nenber
organi zation nade up of about 40 or 50 nenbers, located in
Anchor age.

MR. NEI MEYER i nforned the subcommttee that Karen Pearson is the
chair of the Steering Commttee.

CHAI RWOVAN GREEN not ed the presence of Senator Tayl or.

M5. KAREN PEARSON i nfornmed the conmittee that the primary rol e of
the Alaska Primary Care Association (APCA) is to support its
nmenber shi p, which is made up predom nantly of the rural comrunity
health centers and the two larger ones in Fairbanks and
Anchor age. The APCA helps them to do joint purchasing and to
hel p with board devel opnent.

CHAl RAMOVAN GREEN asked if the APCA has any nenbers from the
private sector.

MR. NEI MEYER said several decisions were made about who would
have a seat on the Steering Commttee, one being that each seat
would be filled by a representative from a statew de
or gani zat i on. The concern was that if a regional organization
was sel ected, other regional organizations would fear that funds
woul d be steered toward that region. The Steering Conmittee
gi ves advice to the seven conm ssioners on the Denali Comm ssion
about what the Comm ssion should be doing in the health care
ar ena. The Steering Conmittee gets its advice from the seven
menber organi zati ons.

CHAl RWOVAN GREEN asked how a conflict of interest is avoided if

the Steering Committee is funding organizations that belong to
it.

SENATE HES COW TTEE - 6- Novenber 8, 2001



M5. PEARSON said that is a question the Steering Commttee has
grappled with and was partly responsible for the restructuring of
t he board. She pointed out the State of Alaska, University of
Al aska and Native Health Board will not receive funding and al
menbers work very hard to be cognizant of that issue.

MR. NEIMEYER said once decisions are made, it has to find
partners because it has a 5 percent limt on admnistrative
costs.

CHAIl RAMOVAN GREEN asked for an explanation of the admi nistrative
costs.

MR. NEI MEYER said adm nistrative costs include utilities, staff,
and whatever else it takes to run an operation. To put projects
on the ground in rural Alaska takes nore than five percent, so

the Steering Conmttee finds partners to help. In the health
care arena, the State (the Departnent of Health and Soci al
Services — DHSS) is the pre-award partner. Ms. Pearson and her

staff assist the Steering Conmttee in getting the RFPs out and
in putting together evaluation teans to review the applications.
Once the decision has been nmade about what projects should be
funded, the Steering Conmttee works with its post-award partner,
the Alaska Native Tribal Health Consortium (ANTHC), on snal
clinic projects and repair projects. The ANTHC represents the
Steering Committee’s interests in the individual comunities.
The Steering Commttee found that nany of the proposals for |arge
clinics are fromlarge organi zati ons.

CHAI RWOVAN GREEN asked for an exanple of a |large organization.

MR. NEI MEYER replied that the Steering Conmttee funded a |arge
clinic through the Yukon Kuskokwi m Corporation (YKC). YKC has a
health facility manager, professional engineer, and several staff
who run the project. The Steering Conmttee funded SEARHC
projects in Angoon and Haines, who also have health facilities
managers and contracting departnents, so they are capable of

putting the projects on the ground. The Steering Committee
entered into agreenents with those organizations for the |arge
clinic funding. Routinely, small clinics are built in smaller

communi ti es.

CHAI RAMOVAN GREEN asked if M. Neineyer is referring to the |arge
clinic in Kotzebue.

MR. NEI MEYER said he was not and that, in general, a small clinic

is about 1,500 to 2,500 square feet. Large clinics are 2,500 to
10, 000 square feet.
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CHAl RAMOVAN GREEN asked if, in general, a clinic is a 24-hour
overnight stay facility.

MR. NEIMEYER said they are not. He explained that ANTHC
represents the regional health corporations, such as YKC and the
Tanana Chiefs Conference (TCO). Wien the Steering Conmittee

selected ANTHC, it required ANTHC to agree to represent al
communities in the state that the Denali Conm ssion funds.

CHAIl RAMOVAN GREEN asked if ANTHC was pre-ordained to participate
from t he begi nni ng.

MR. NEIMEYER said it was not. The Steering Conmittee | ooked into
what different organizations could be program partners and
everything pointed to ANTHC as being the organization nost ready
to take on this work. ANTHC agreed to serve all communities that
the Steering Conmmittee recommends projects in.

CHAl RAOVAN GREEN asked if they are audited regularly.

MR. NEI MEYER said they are; they fall under the federal single
audit act so they are nonitored regularly. He said this past
fiscal year, the Steering Commttee put 12 projects on a fast-
track process; ANTHC represented the Steering Commttee on those
proj ects. M. Neineyer told the committee that if the Denal
Comm ssion decides to expand its program to include health
facilities other than primary care facilities, such as hospitals,
it will have to explore the question of who to partner wth.

CHAI RWOVAN GREEN asked if totally different standards would apply
to a hospital program

MS. PEARSON said that is correct and that is the reason the

Denali Comm ssion has not gone into that arena. The Denal i
Conmi ssion is only looking at communities that do not have a
hospi tal . Primary care includes, in addition to physical care

nmental health and substance abuse services. Wth the naturation
of this process, comunities are thinking about their total
primary care needs.

CHAI RAMOVAN GREEN asked if the Haines clinic, a one-person outfit,
is an exanple of a primary care health care facility. She pointed
out that managi ng a one-person clinic is a very stressful job.

M5. PEARSON said the Haines clinic is an exanple of a primary

care facility. The Steering Conmttee is approaching the design
of these facilities in a systematic way that focuses on physi cal
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care first, but will build a one-person nmental health facility so
that residents will have total access to primary care.

CHAl RAMOVAN GREEN asked Ms. Pearson if her participation is
outside of her job at the Division of Public Health so that she
wears two hats.

M5. PEARSON said that is correct.

CHAl R\MOVAN GREEN asked Ms. Pearson how she considers both
per spectives when she works on the division s budget.

M5. PEARSON said she believes it was a wi se decision on the part
of the Denali Conmi ssion to have the director of the Division of
Public Health chair this group because to have the facility
devel opnment wor k happen separate from the question of how to pay
for services would not have worked well. Al participants do the
planning for the facilities and the services together in a
coordi nat ed fashi on.

CHAl RWOVAN GREEN stated that she would like to have a follow up
session, perhaps in April, to update the cormmittee on the inpact
of the Steering Conmttee’s work on the budget.

ME. NEI MEYER continued his presentation. For projects managed by

ANTHC, comunities have six funding-construction options. A
community, regional health corporation or ANTHC can manage a
project using a force account or by contract. If a comunity

wants to take the lead, it can, if it can denonstrate that it has
the ability to do so. The Steering Commttee has found that when
it partners with ANHTC, it receives quarterly status reports, it
manages the funds, and it has engineers in the field. 1In fisca
year 2000, the Steering Conmmittee put $1,000,000 into four
denonstration projects and | earned to have the construction pl ans
in hand and to do site control. Those | essons were applied in
fiscal year 2001, when the Steering Conmittee had $20 nmillion to
spend. In fiscal year 2002, the Steering Conmttee has commtted
$12.5 mllion for small clinics. It plans to have $20 to $30
mllion so it is devel oping mechanisnms to sel ect projects.

TAPE 01-47, SIDE B

MR. NEI MEYER expl ained that the Steering Comrittee had to devise
a way to translate services to square footage. Energency Medica
Services categories are wused; the first of three being an
i sol ated community, which includes nost of the 288 communities,
and the two highway communities. Based upon isolation and
popul ation, the Steering Commttee decided how large a facility
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shoul d be. For exanple, a community relatively close to a |arge
urban center with a hospital and other health care service was
deened to not need as much space as a community far from an urban
center. The Steering Commttee designated clinic sizes as snall
medi um and large within the small clinic program A small clinic
is 1500 square feet, a nediumis 2000 square feet, and a |arge
clinic is 2500 square feet. The Steering Conmttee found, when
devel opi ng these guidelines, access to inpatient services becane
a nmuch nore inportant factor in the health care needs of |arger
comunities. For that reason, the Steering Commttee created two
categories so that those conmmunities would have to conpete
i ndividually and denonstrate their service delivery needs.

CHAl RAMOVAN GREEN asked Ms. Pearson if any of the Division of
Public Health’s budget is used for the admnistrative costs of
t he Denal i Conmi ssion.

M5. PEARSON said it does not. The Steering Committee worked out
an arrangenment whereby it has about $300,000 that it can tap into
as needed for support activities. It has worked very hard to
dovetail this program with prograns already in place, which is
why the Denali Conm ssion asked the division to be the pre-award
partner. The division admnisters a |lot of grants every year and
has a process established that can easily be duplicated. MVs.
Pearson noted that during the past year, the Steering Committee
wor ked very hard, with support from Senator Stevens’ office, to
access federal community health noney (Section 330 noney). Wile
the Steering Commttee was successful in partnering wth certain
clinics to get noney directly to comunities, it was also
successful in persuading the federal Health Resource Services
Adm nistration (HRSA) that the State of Al aska needs an ongoi ng
stream of funds to ensure that comunities get the necessary
support to conpete for Denali Comm ssion dollars or for other
federal dollars. The Steering Comittee received $250,000 for
that purpose. That will support the additional work it takes to
support the Denali Conm ssion w thout using any state funds.

SENATOR TAYLOR referred to the Denali Conmmi ssion’s needs

assessnent, which projects a need for $253 nmillion, and asked if
that amount will provide a full clinic in every community in the
st at e.

MR. NEI MEYER said that amount will provide a full clinic in 288
communities. He pointed out that conmunities with fewer than 20
year-round residents and communities with hospitals are not on
t he Conmmi ssion’s “radar screen.”

SENATOR TAYLOR asked if communities are expected to participate
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in the needs assessnent.

MR. NEIMEYER said there is a required cost share match in
| egi sl ation of 25 or 50 percent, depending on the econom c status
of the community and the Steering Commttee has found that to be
a barrier to getting conmunities funded.

There was no further testinony from or questions for, M.
Nei nmeyer .

Number 958

M5. CYNTHI A NAVARRETTE, President and CEO of the Alaska Native
Heal th Board (ANHB), stated that Sally Smith, the ANHB Chair, was
unable to present to the comrittee today because of a schedule
conflict. She clarified that the ANTHC is a nmenber organization
of ANHB, which is a privately owned, non-profit organization. It
advocates on behalf of health organizations throughout the state
of Alaska. ANHB was established in 1968 with the sol e purpose of
pronoting the spiritual, physical, nental, social and cultura
wel |l -being and pride of Alaska Native people. The Board of
Directors include Alaska Native regional and village health
providers from across the state. In nost cases, these
organi zations are the only health care providers in the
communities and, in fact, they not only serve Native people but
they serve all community nmenbers. She informed the conmittee she
woul d present her testinmony in four parts: an overview of the
Al aska Native health system an overview of the funding providing
to operate the prograns, functions, activities and services; an
overvi ew of Medicaid; and the effects of the IHS beneficiaries in
the use of the Medicaid program

Overview of The Al aska Native Statewide Health Care Delivery
System

The heart of the Alaska Native Health System is the 468
Community Health Aides working in 178 village clinics throughout
rural Al aska. The IHS beneficiaries in renote villages do not
have daily access to physician care. They rely on the nedical
attention of the Health Aide.

There are six regional hospitals operated by the follow ng Native
regional organizations: Maniilaq, Inc. located in Kotzebue,
Yukon- Kuskokwi m Health Corporation located in Bethel, Norton
Sound Health Corporation |ocated in Nonme, Bristol Bay Area Health
Corporation located in Dillingham Arctic Slope Native
Associ ation located in Barrow, and Southeast Alaska Regional
Heal th Consortium |l ocated in Sitka.
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The Al aska Native Health Care Delivery System consists of both
consortiunms and individually operated service units. A typical
consortium infrastructure includes village <clinics, possibly
several sub-regional clinics, and a regional hospital. The rural
health organizations typically serve areas as sole community
providers. They may also serve the entire popul ation, regardless
of race.

The Al aska Native Medical Center (ANMC) is located in Anchorage
and provides essential tertiary care, acute care and specific
statewide health services for all Indian Health Service
beneficiaries. The Alaska Native Tribal Health Consortium and
Sout hcentral Foundation jointly manage the facilities that
provide the full continuum of care within the Alaska Native
Heal t h Canpus.

The Al aska Native Health Systemreflects |evels of care avail able
within the village, the regional hospitals, and the Al aska Native
Medical Center (ANMC), located in Anchorage. The Medivac is
essential to receive the next step up of care fromthe village to
the regional hospital. If the case is deened serious enough, a
Medi vac can be directed fromthe village straight to ANMC. There
are Medivac call-outs from regional hospitals to ANMC, and al so
from ANMC to nore specialized hospitals in the | ower-48.

Overvi ew of Fundi ng

Wth the construction of the new Al aska Native Medical Center and
the Primary Care Center, there is a perception that Al aska Native
Health Services are anply funded. The reality is that the system
is significantly under-funded. I ndian people have |ong
experienced disproportionately |low health status and a | arge gap
in health care resources conpared to other Anericans. Recently,
Congress requested a health status and resource deficiency report
for each Indian tribe or service unit. The IHS charged a Level of
Need Funded (LNF) Workgroup to devel op the necessary nethodol ogy.

This report, published April 2001, states that Alaska is only
funded at 61% of the total need conpared to the Federal Enpl oyee
Health Benefits Package. It is inmportant to know that the
Medi cai d rei mbursenent funding is included in this percentage.

Overvi ew of Medicaid

The Medicaid Programis not out of control. It is a large cost in
every state, second only to public schools. To save the Al aska
Legi sl ature noney by reducing the Medicaid Programwould actively
harm people receiving care - either by elimnating services for
adults, or cutting reinbursenent to providers, which will reduce
access. Medicaid provides insurance to individuals and famlies
that have no other access to health care services. Reducing the
program would be a huge detrinent to the health of Al askan
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citizens.

Additionally, there is the econom c inpact that would be inposed
on private health care providers to consider. Seventeen percent
of the enployees within the private sector are funded due to the
Medicaid Program Realistically, Medicaid wthin the State of
Al aska is not a conparatively generous program Oher states in
our nation provide nore services and that should be the direction
in which the Al aska Legi sl ature heads as wel|.

The Effects of |HS Beneficiaries' Use of the Medicaid Program

| HS beneficiaries are a large user of the Medicaid Program

However, the fiscal reality this inposes on the Mdicaid Program
is not what one would think. The State of Al aska receives 100%
rei nbursenent from the federal governnent for |IHS beneficiaries
that utilize Medicaid. This results in broader user access to a
non- I HS beneficiary popul ation. Additionally, the IHS beneficiary
who utilizes the Medicaid Program actually has a positive inpact

on our State’'s econony. The federally reinbursed dollars create
jobs in the private health care sector that may not be otherw se
avai |l abl e.

The Alaska Native Health Care Delivery System encourages the
Al aska State Legislature not to cut the Medicaid Program and
lower the wellness of Alaskans for the benefit of fiscal
conservation

M5. SANDRA M RONOV, health administrator for the Yukon Kuskokw m
Health Corporation, made the follow ng comrents. Last spring,
the Legislature had sone questions about a budget request unit
and how the nobney was used. A budget request unit is direct
funding from the State of Alaska to different organizations
across the state. It was established about 20 years ago to
develop services in rural areas to provide better access to
Al askans that had no services. She noted that she distributed to
menbers an overview of the Yukon Kuskokwi m Health Corporation’s
(YKHC) wuse of the budget request wunit and testinony from
consuners in the region, prepared for the Legislature |ast April.

She provided the following highlights of the handouts. The
budget request wunit currently funds about one-third of the
services of all nmental health and substance abuse services in the
region provided by YKHC. It also funds a significant portion of
our community health services and the health aide program It is
the core of YKHC s services. Page 2 contains a graph showi ng how
much of the actual services are covered by Mdicaid that are
provided in the region. The YKHC s concerns about the budget
request unit are that if this funding was cut from the state
budget, YKHC would be put at a very unfair disadvantage in a
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rural comunity. YKHC does not have the capacity to wite
conpetitive grants in the rural comunities that are often
available to people in urban areas. The population in rural
vill ages does not provide the skills necessary. |If services are
lost in rural communities, other communities would have to
provi de those services. YKHC is concerned that people m ght not
seek services if they are not available until they get into a
crisis situation, at which time they would have to be transported
several hundred mles from hone to get the necessary services.
In addition, those people will have no followup services when
they return hone.

CHAIl RMOVAN GREEN infornmed participants that today’'s hearing is
not a budget heari ng.

M5. M RONOV said she understood but that the budget request unit
is a very inportant income streamto YKHC and she wanted to get
the information on the table for the conmttee’s consideration
t hroughout its deliberations on Medicaid.

CHAIl RMOVAN GREEN asked Ms. Mronov if she is referring to the
non-conpetitive grants.

M5. M RONOV' s answer was i ndi scerni bl e.

CHAl RAMOVAN GREEN noted that when the non-conpetitive grant
process began, outline units were not billing or collecting all
rei nbursenents or co-paynents. That circunmstance no | onger
exists. The Legislature is trying to figure out what to do with
those facilities that are not built [billed], those wthout
i nsur ance, t hose wi t hout co- pay, yet have t he same
responsibilities of YKHC. Many of the larger facilities have the
ability to bill Medicaid. The Legislature needs to decide how to
use that pocket of noney to serve those people who have no
ability to get reinbursed. She pointed out the conpetitive grant
process would still be available for nore sophisticated
or gani zat i ons.

M5. M RONOV concluded by saying there is still a significant
popul ation in rural Al aska that is not covered by Medicaid. The
budget request wunit funding stream hel ps those people access
services in rural Al aska. It is very inportant as a suppl enent
to the Medicaid programfor rural Al askans.

MR. DAN W NKELMAN, | egal counsel to the YKHC, gave the follow ng
t esti nony.

Good afternoon Chair and Subcommittee nenbers. My nane
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is Dan Wnkelman, | am Legal Counsel for the Yukon-
Kuskokwi m Health Corporation |ocated in Bethel. Thank
you for this opportunity to participate at this
Subconmi ttee neeting, to discuss the future of our
State’s health care and wel fare.

YKHC is conprised of 58 federally recognized tribes
operating pursuant to a conpact wth the federal
gover nnment under t he I ndi an Sel f - Det erm nati on
Education and Assistance Act. W operate the only
hospital in Bethel as well as 49 village-based clinics
staffed with community health aide practitioners and 3
sub-regional clinics staffed with comunity heal th aide
practitioners, regi stered nur ses and m d- | eve
practitioners.

YKHC urges this Subcomm ttee, when considering Medicaid
cost-contai nnent neasures for the next fiscal year, to
understand that under the Indian Health Care
| nprovenent Act, the Federal governnment subsidizes 100%
of the cost of providing nedical services to Medicaid-

eligible Al aska Native patients through Al aska Native
tribe or tribal health organization facilities.

Al aska’s Federal Match Percentage, otherw se known as
t he Federal Medical Assistance Percentage or “FMAP", is
100% for health care services provided to Medicaid-

eligible Alaska Native patients. |ndeed, when Congress
enacted this law, the U S. Senate Select Conmttee on
Indian Affairs stated in its Senate Report, and |

quot e:

Thus, the Federal Governnment would pay for
100% of the reinbursenments to tribally-owned
health facilities for services provided to
Medi caid-eligible Indian patients. This, in
turn, would reduce the states’ current share
of Medicaid expenditures to 0% for these sane
facilities. As a result, Native Anericans
will have better access to health care
services and wll be able to nore fully
utilize third party resources to which they
are entitl ed.

Therefore, 100% of Medicaid costs for Alaska Native
patients is 100% federal pass-through nonies resulting
in a State Medicaid expenditure of 0% Accordingly, any
reduction in Medicaid rates proposed by this
Subcomm ttee woul d be a reduction of federal, not state
monies for Medicaid eligible Al aska Native patients
resulting in a decrease of health care services to
Al aska Natives and contrary to Congress’ intent. For
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the foregoing reasons, YKHC strongly wurges this
subcommittee to not reduce the state’s Medicaid
Program

Lastly, | would like to invite the Subcommittee to
personally tour YKHC and neet wth your rura
constituents before the Subcommttee proposes health
care legislation that would negatively [affect] rural
Al aska.

Thank you.

CHAl RWOMAN GREEN announced that the commttee would hear from a
representative from Senat or Murkowski’'s office.

MR. JOEL G LBERTSON, legislative director for U S. Senator Frank
Mur kowski, stated that today s neeting could not be nore tinely
because the Senate Finance Commttee wll be doing a mark-up of
the econom c stimulus package as put forth by Senator Baucus. He
did not expect the econom c stinulus package to have too nuch to
do with state health care and wel fare prograns, but right now the

committee is debating a bill that wll provide $75 to $80
billion, to be paired up with $20 billion of direct spending from
fl oor anmendnents. O that, provisions will affect states that
adm ni ster Medi caid prograns, unenploynent insurance, and formul a
adjustnments for the FMAR program Those provisions were
unexpected and may have an uphill fight once the bill reaches the

Senate fl oor.

MR. G LBERTSON said when he first prepared his remarks to the
conmttee, he focused on bills that have been pending at the
federal |evel and the prospects for any true changes to sone of
the formula-driven, state admnistered health and welfare
progranms. That focus has changed in the | ast week because of the
adjustnment to what will be included in Senator Baucus’'s econom c
stimulus package. Oiginally, he thought there would be very few
changes nmade at the federal |evel. A nunber of proposals have
been brought forth to address issues with federal [indisc.]
rates, and issues of what Medicaid expansions wll be nade
optional for states, additional services, and nodernization of
the CM5 infrastructure in Washington that replaced HCRA Those
i ssues were considered to be in a low priority category at the
begi nning of this year on the federal |evel. However, the events
of Septenber 11 have presented new priorities to Congress:
avi ation security; the econom c stinulus package; a bio-terrorism
bill; a few neasures to fight against terrorism and increased
appropriations for the defense industry and the mlitary. That
put a lot of the health and welfare prograns on a back burner and
has created a lot of uncertainty as to what direction wll be
taken within the conmttee of jurisdiction on the Senate side and
t he Finance Conmmi ttee under the new chairman, Senator Baucus. He
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pointed out that two days ago, Senator Baucus included the
foll owi ng provisions:

* tenporarily extend and broaden wunenploynent insurance
benefits,

» create a new federal subsidy of 75 percent for COBRA
conti nuati on cover age,

e give new authority to states to expand the Medicaid program
to cover displaced workers and their famlies,

e enhance the CH P match rate for states,

» give states the option to use Medicaid funds at the CHP
match rate to subsidize the remai nder of COBRA prem uns for
| ow-i ncone i ndividual s,

» adjust the federal nedical assistance percentage (FMAP) for
all states — it was originally drafted to hold harm ess all
states schedul ed for an FMAP reduction in the com ng year

* provide a one point bonus for all states, and

» classify all states with an undefined level in the increase
of unenpl oynent debts an additional one point bonus. Last
ni ght that was expanded to a 1% percent bonus for all states
and another 1 1/2 percent bonus for states deened to have an
enhanced anount of unenploynent as the result of a
conprom se wi th Senator Bi ngaman

MR. G LBERTSON said everything has changed in the last 24 hours
so he wll answer questions to the best of his ability. In
addition, the bill is undergoing a mark-up in the Senate Finance
Conmittee right now He inforned the committee that over 140
anmendnents have been filed and Senator Mirkowski has not yet
expressed how he will vote on sone of these issues.

MR. G LBERTSON said that Senator Murkowski is very sensitive to
the wunfair treatnent that the current Medicare formula has
created for rural states, particularly A aska. The FMAP formul a
itself, from Senator Mirkowski’s position, was poorly drafted and
has not been adjusted to reflect new data that shows that | ooking
solely at per capita income and ignoring the cost of providing
services is an inaccurate way to determine how states should be
rei nbursed for providing health care services. Senator Mirkowski
is not supportive of the proposal put forth by Senator Bi ngaman
that was incorporated into Senator Baucus's bill to give an
across-the-board FMAP increase to all states. Sone states already
receive nore than they should while others receive less. That is
one reason Senator Mirkowski pushed a $200 billion five-year
adjustnment | ast year of the states’ FMAP rate. Unfortunately, it
was followed up by a change in the Bureau of Economi c Analysis’'s
definition of “per capita income,” which led to an artificia
decr ease.

MR. G LBERTSON repeated that Senator Mirkowski does not believe
an across-the-board increase in the FMAP rate is the right
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appr oach. First it is only for one year. Second, after it
sunsets, it does nothing to address the underlying problem The
formula itself has never been adjusted or nodified to affect the
realities of preventive care in Alaska. Senator Mirkowski has
informed the commttee that this approach will waste billions of
federal dollars and delay, for one year, the debate that needs to
occur, that being to focus on fixing the fornula so that it
reflects the high cost of providing services in rural areas.

CHAI RWOVAN GREEN poi nted out the | atest outconme on the FMAP issue
is certainly nore optimstic than what she expected from their
conversation several weeks ago.

MR. G LBERTSON said that obviously, if the current |anguage
passes, Alaska will benefit and that, 99 percent of the tinme, is
t he standard Senator Mirkowski uses to decide whether to support
| egislation. The problemis that it is tied in with many things
that are bad for the program for exanple, to bring in a COBRA
subsidy at the federal level to put pressure on states to expand
coverage for displaced workers. He pointed out that this nethod
of handling the COBRA subsidy issue would create an inefficient
system The Adm nistration and the Republicans on the conmttee
feel it is much nore efficient to | ook toward national energency
grants already established under the energy program system to
distribute funds to states pursuant to Departnment of Labor
policies developed back in 1982 and refined in 1998. Those
policies allow governors to step in, submt an application, and
certify that the events are Septenber 11 related. The states can
use that noney wthout having to provide matching funds to
establish enmergency assistance progranms in communities that are
di sproportionately harmed. By instead providing a COBRA subsi dy,

funds will have to be distributed to the states only after the
Departments of Transportation and Labor promul gate regul ations to
set up a program In addition, states will have to establish

infrastructure capable of adm nistering the funds. New nmandates
will be put on states to identify and certify who is COBRA-

el i gi bl e. It will require states to nmake paynents to those
recipients or to the insurance carrier. |In addition, states may
have to subsidize the cost of COBRA premuns as well. Agai n,

Senat or Murkowski believes a tenporary across-the-board FMAP rate
increase is not the right approach to fix Alaska s problem That

tenporary boost will prevent the Senate Finance Conmittee from
wor ki ng on the problem over the next year, therefore it wll be
pl aced into another political cycle and will start from ground

zer o again.

SENATOR TAYLOR comrent ed t hat Senat or Murkowski has been the | ead
person in the Alaska delegation on the rewite of the FMAP
formula. He stated he appreciates the work of the staff nenbers
who hel ped with that project.
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MR. G LBERTSON noted this has always been an uphill battle and
t hat del egati on nenbers have done well channeling their energies
within their areas of jurisdiction. The state was | ooking at
some very difficult financial hardships going into 1997. At that
time the match rate was 50/50. Senator Miurkowski’'s first effort
was to raise and get a three-year extension of the Al aska FMAP
rate at 59.8 percent and, after that expired to secure another
ext ensi on. He was able to put a five-year extension on to that
whi ch decreased Al aska’s per capita inconme by five percent before

being inserted into the fornula. That will generate an extra $40
mllion for the state over the next five years. Senat or
Mur kowski’s concern is what wll happen in 2005 when that

extension expires, which is why he feels it is nost appropriate
to fix the FMAP fornula now

CHAl RAMOVAN GREEN t hanked M. Gl bertson for his briefing.

MR. BOB LABBE, Director of the D vision of Mdical Assistance
presented a power point presentation on Al aska s Medicaid program
to the comm ssion, of which highlights follow

TAPE 01-48, SIDE A

MR. LABBE discussed the following overview of the Medicaid
program

* Admi ni stered by each State under a host of federal rules, with
both sharing in the cost of the program

*Eligible groups per federal |aw

—Mandatory: Fam |y Medicaid; Newborns and Children in Lowest
Poverty Levels; SSI recipients

—Optional: APA recipients; Denali Kid Care; Pregnant wonen
*Services allowed per federal |aw

—Mandat ory

—Opt i onal

sFederal law requires each State to have a commttee (MCAC) to
advise the Medicaid agency in order to obtain federal matching
f unds.

*Established by the Social Security Act Amendnents of 1965 to pay
for medical assistance for certain individuals and famlies wth
| ow i nconmes and resources.

He explained that those the state is required to cover under
Medicaid are tenporary assistance recipients, recipients of
Suppl emental Security Income (SSI), pregnant wonen wth incones
bel ow 133 percent of the federal poverty level, and children who
fall at different inconme |evels depending on age. In addition
optional groups of people can be served. Currently, children
whose famly incone is up to 200 percent of the poverty level are
eligible, as well as certain aged and disabled recipients that
fit state-only <cash assistance grants. About 40 different
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Medi caid-eligible categories exist; states nust cover certain
services but can elect to cover others. States are required to
have a nedical care advisory conmttee to receive federal funds.

The Al aska statutes that authorize DHSS to participate in the
Medi caid programfall under AS 47.07 (.020, .030, .035).

MR. LABBE reviewed the eligibility criteria on the follow ng
chart and pointed out, for reference, that DHSS woul d be required
to cover a pregnant woman in a famly of three with an incone
under $24, 000.

Eligible Persons

Federal | y mandat ed groups i ncl ude:
Fam |y Medicaid
Newborns and children at |owest poverty |evels
SSI recipients
Children at |ower poverty |levels
Pregnant wonen at | ower poverty |evels

Opti onal groups incl ude:
Some APA recipients
Chil dren at higher poverty |evels
Pregnant wonen of higher poverty |evels

Eligibility: In Sinpler Terns...

A Caretaker of a Child
A Pregnant Wnman

CHAI RWOVAN GREEN asked if the SSI programis a federal program

MR. LABBE said it is 100 percent federally funded and operated

States are required to provide a state supplenent, which in
Al aska, is the adult public assistance paynent (APA). SSI
recipients are then eligible for Mdicaid. Some of the groups
who receive APA paynents are required by federal law, sone are
opti onal . The SSI program started in 1974. Prior to that, the
program was adm ni stered by states and required a state match.

MR. LABBE pointed out that Alaska s Medicaid program does not
cover everyone who is |owincone. Sone states have speci al
grants and denonstration waivers to cover |owincone groups that
are excluded from Al aska’ s program

REPRESENTATI VE DYSON conmmented that hospitals nust spread the

cost of treating folks wthout coverage. He asked if other
jurisdictions have figured out how to solve that problem
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MR. LABBE replied that sone states have concluded that making
sure that everyone is covered in sonme way reduces the cost
shifting. That is the theory behind Oegon’s health plan that
noved toward universal coverage. That program provi des coverage
in several ways; part-Medicaid, buy-in prograns, part-insurance.
The idea behind it is that if everyone has coverage, sone |eve
of paynent takes place so there is |ess subsidization from cost-
shifting.

REPRESENTATI VE DYSON asked if those states have seen the costs to
third party payers decrease since cost subsidization isn't
happening within institutions.

MR. LABBE said he does not have the answer to that question but
can look into it. He added that he is not aware of any state in
whi ch everyone is fully covered but Hawaii and Tennessee seem to
have the broadest prograns.

CHAl RAOVAN GREEN r ecogni zed the arrival of Representative G ssna.

REPRESENTATI VE CI SSNA pointed out, in reference to Representative
Dyson’s question, that the costs of health care have accel erated
so quickly so that everyone is scranbling to keep up with the
costs while nothing has been done to stabilize those costs. She
asked if that is a correct assessnent of what has been happeni ng.

MR. LABBE said the fact that costs have accelerated rapidly is
correct and is a national issue. He noted the rate of increase
sl owed down for a few years but it is now accel erating again.

MR. LABBE provided the following chart of federally mandated
services. He pointed out that for children, all the services are
mandatory as the result of a nodification of the federal law in
1989. That nodification required states to provide necessary
services for a child to correct a condition, even if that service
is not covered in general by the state’s Medicaid program An
exanple would be physical therapy, which is not listed as a
mandat ory servi ce.

Federal | y Mandated Services - Mandatory Services: Sec. 1905,
Soci al Security Act

I npati ent hospital services

Qut patient hospital services

Prenatal care

Vacci nes for children

Physi ci an services

Nursing facility services

Fam |y pl anni ng services and supplies

Rural health clinic services

Hone health care for persons eligible for skilled-nursing services
Laboratory and x-ray services
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Pediatric and fam |y nurse practitioner services
Nur se-mi dwi fe services
Federally qualified health-center (FQHC) services

Early and periodic screening, diagnostic, and treatment (EPSDT)
Children’ s Services

Al medically necessary health care services nust be covered for eligible
children.

-Wthin the scope of nandatory or optional services under Federal | aw.
—Even if those services are not included as part of the covered services in
that State’s plan.

MR. LABBE t hen di scussed the foll owi ng optional services that
states may elect to cover.

Optional Services
AS 47.07.030

(O Selected by the Al aska Legislature for coverage)

0 Anbul atory surgery center services

0 Case managenent services
Chiropractic

Christian Sci ence sanatorium

Cinic services

Conmuni ty supported |iving arrangements

O Dental (adults limted to energency treatnment for pain and infection)
Dent ur es
Di agnosti c services

O Durabl e nedical equipnent
Enmer gency hospital services (for hospitals not enroll ed)

Hone and community care

Horme heal th

Hospi ce services

Internediate Care Facility for the Mentally Retarded (I CF/ MR
Services in an inpatient psychiatric facility for age 65 and ol der
Medi cal supplies

Qccupati onal therapy
Optonetri st services

0 Personal care services

O Physi cal therapy
Podi atry

O Prescription drugs
Preventi ve services
Private duty nursing

O Prosthetics and orthotics

0 Rehabilitation services (nmental health and substance abuse)
Respiratory therapy
Screeni ng services

0 Speech, |anguage and hearing services
O Vision services

Oooogoood

MR. LABBE said sone of the eligibility groups are up through age
18, but a disabled person who is 20 would be considered a child
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for the purpose of the Medicaid package.

CHAl RWOVAN GREEN asked how a mnor who is a ward of the state
woul d be treated.

MR. LABBE said the state currently covers 19 and 20 year olds
under that system He clarified that home and community based
services are not considered nedical services typically so the
state is not required to cover those services for children but it
does have wai vers specific to disabled children.

MR. LABBE showed the following list of priority services in
statute.
AS 47.07.035 Priority of nedical assistance

Pri or Type of Service FYO1
-ity
Reci pi en Cost
ts
Clinical Social Wrkers Services 0 $0
Psychol ogi sts Servi ces 0 $0
Chiropractic Services 0 $0
Advanced Nurse Practitioner Services 0 N A
Adul t Dental Services 4,798 $1, 699, 255
Ener gency Hospital Services 0 $0
M dw fe Services 0 N A

Treatment of Speech, Hearing, and 1, 686 $920, 912
Language Di sorders
Optonetrists Services and Eyegl asses 9, 407 $1, 135, 807

RPRRRPRE
ArORI,O© ONOUTAWNE

Cccupati onal Ther apy 292 $404, 894
Mamogr aphy Scr eeni ng 928 $33, 733
Prost hetic Devices 285 $248, 949
Medi cal Supplies and Equi pnent 1, 874 $2, 564, 022
Target ed Case Managenent Services 0 $0
Rehabilitative Servi ces for
Subst ance Abusers and Enotionally 735 $2,507, 124
Disturbed or Chronically Mentally
[l Adults
16 dinic Services 4, 005 $42, 516, 123
17 Physical Therapy 9, 316 $918, 404

18 Personal Care Servi ces in a 1,198 $6, 251, 068
Reci pient's Hone

19 Prescribed Drugs 26,664 $27, 659, 154

20 Hospice Care 5 $7, 494

21 Long-Term Care Noni nstitutional 2,246 $55, 495, 465
Servi ces

22 Inpatient Psychiatric Facility 490 $13, 845, 681
Servi ces

23 Internediate Care Facility Services 0 $0
for the Mentally Retarded

24 Internmediate Care Facility Services 0 $0
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Source: MM S MARS MR-O 12 Reports

MR. LABBE said the big costs begin with clinic services, which
are the comunity nental health clinics. The costs are borne by
total fund dollars, not only general fund dollars which pays
about 33 percent.

CHAl RA\MOVAN GREEN asked if M. Labbe has any suggestions regardi ng
the list.

MR. LABBE said he does not; he showed the list to point out that
when peopl e tal k about going down the list, the programw || have
to cut one dollar to save 33 cents, and a nunber of services wll

be elim nated, such as nedical supplies and equipnent. \When he
has | ooked at that approach in the past, the question of whether
the Medicaid programw Il no |onger cover nental health services

or prescription drugs is the kind of question that has to be
answered. He feels that approach is draconi an.

REPRESENTATI VE DYSON asked M. Labbe to clarify what he neant by
t hi s approach.

MR. LABBE said he was referring to reducing costs by cutting
services. He stated sonme services cannot be cut; so, to save $50
mllion in general funds for exanple, the program would have to
no | onger provide prescription drug coverage and ot her services.

REPRESENTATI VE CI SSNA said another way to look at that is to
figure out what the real cost is. Wen the |egislature |ooks at
any kind of cuts, it needs to know the total cost because the
state will lose if it cuts certain things.

MR. LABBE pointed out the list only shows what DHSS spent in a
particul ar service. Several years ago, perhaps in 1994, adult
dental services were added back into the program At that tine,
DHSS found it was spending quite a bit of noney on outpatient
hospital services because people who could get no dental care
woul d show up there when they had a dental energency. He said
al t hough the Adult Dental Services programis not conprehensive,
it provides relief from pain and infection and reduces the
out patient service cost. He said his point is that if sonething
is cut, the cost will show up el sewhere.

CHAl RMOVAN GREEN asked if the amounts on the priority |list
refl ect the amounts actual ly paid.

MR LABBE said that is correct.

CHAl RWOMAN GREEN asked how the list of 24 services was
prioritized.
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MR. LABBE said the first service on the list would be the first
to go so that the list is in reverse order of the inportance of
servi ces. He noted the first three items on the list are not
currently provided. He explained that nunber 23 refers to
paynents to Harborview and nunber 24 refers to nursing hone
paynents. DHSS had no expenditures on FY 01. He indicated that
nunber 24 should probably be renoved from the statute since
nursing facility services are mandatory.

CHAl RAOVAN GREEN asked if the first expenditure is nunber 22.
MR. LABBE sai d nunber 22 would be the | ast service cut.

CHAI RWOVAN GREEN asked, if DHSS ran out of noney, would it quit
payi ng for services for nunbers 22, 21, and 20.

MR. LABBE said it would not happen that way and that this is a
difficult issue. Wen he net with the Finance Comm ttee over the
| ast several years on this question, they discussed making this
deci sion before the end of session. The discussion has revol ved
around whether it is better to project expenses |ow and cone back
for supplenental funding if necessary. He has found that DHSS
cannot cut services w thout pronulgating regulations and giving
clients notice. In addition, sone paynents are in the “pipeline”
and there is a paynment lag. Therefore, to make a cut effective
and generate the dollar, DHSS has to have this in place at the
first of the fiscal year or shortly thereafter. Once the fiscal
year begins, the regulation process, the client notice process,
and the paynent lag run into the next year.

SENATOR TAYLOR commented that |egislators have been told during
the session that DHSS will have to cut out adult dental services
and other services if the |egislature does not act immediately.
However, that does not occur.

MR. LABBE said that happens when DHSS presents a budget and is
told the program will only be funded at a certain |evel. DHSS
then does an inpact analysis and that is what it would have to
do. He noted that changing the benefit package woul d not happen
wi thout a discussion with the |egislature.

CHAIl RMOVAN GREEN asked M. Labbe if he is prohibited from pro-
rating paynents if he foresees a shortage.

MR. LABBE said he believes there is a federal problem w th pro-
ration but he would have to research that further. He said DHSS
has state authority to adjust paynent rates but certain rules
apply and the adjustnents are not typically across the board.
For exanple, Al aska statute requires DHSS to pay a fair rate for
health facilities. The sane requirenent does not exist for
physician rates. He knows in the past, when states have tried to
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do across the board cuts, the federal agency says a program
cannot be driven by budget.

REPRESENTATI VE DYSON said he assunes DHSS cannot pro-rate the
qualifying famly incone.

MR. LABBE said that is correct. Moving on with the presentation,
M. Labbe expl ai ned each state is required to have a nedical care
advisory commttee (MCAC), conposed of six health care providers
and six consunmer representatives. DHSS has ained for a fair
geographic distribution as well as representatives from the
di fferent user groups and nedical fields.

CHAIl RWOVAN GREEN asked if a charge of the nedical care advisory
conmttee is to review Medicaid provisions and agencies and
whet her it cones up with proposed progranms or changes.

MR. LABBE said the commttee nakes recommendations to DHSS for
regul atory changes and on operational issues. He told conmttee
menbers that the MCAC hears fromthe public and tries to advocate
for all participants, both providers and consuners.

CHAl RAMOVAN GREEN asked if the MCAC is supposed to act as an
advocat e or | obby.

MR. LABBE said he would not characterize the MCAC that way. He
believes its nmenbers are very interested in health care but their
primary role is to make sure the system is working well. For
exanpl e, DHSS devel oped a survey of providers, which the MCAC
revi ewed and gave DHSS practical feedback and advice.

REPRESENTATI VE DYSON said he believes, by definition, the role of
t he MCAC i s advocacy.

MR. LABBE said he brings the MCAC a ot of material for review..

CHAl RWOMAN GREEN asked if the MCAC s role is to advise DHSS or
the | egislature.

MR. LABBE thought the federal governnent envisioned the MCACs to
advise the program and to allow program managers to have sone
input into the process.

REPRESENTATI VE CI SSNA said she felt conpelled to say that it is
“sticky” because every single person in Al aska wants to advocate
for help. Therefore, it is difficult to determ ne when one group
may be asking too nuch

MR. LABBE said his next chart speaks to what is happening
national ly.
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Nat i onw de Medi cai d Expenditure Grow h
Convergi ng Trends are Causing
Medi cai d Expenditure Growth

*Increasing Inflation in Health Care Market

—Pressure to increase provider paynents

—Hi gher costs for brand and generic prescription drugs
*Changing Health Care Utilization

—Rel i ance on hone & community based services

—Greater use of prescription drugs, new technol ogy
* Expandi ng Enrol | nent

—Eligibility expansions

—Gowth of the disabled population in Medicaid

—Use of Upper Paynent Limt (UPL) Arrangenents

MR. LABBE said, regarding inflation, costs were fairly flat for
awhile but are beginning to increase again. The big issue
nationally is prescription drugs. He thought M. G| bertson m ght
di scuss prescription drugs but he believes that agenda is on the
back burner wth Congress right now He noted states would
benefit if prescription drugs for seniors were covered.

Nat i onal Projected Average Annual G owh Rate in Mdicaid,
Medi care, & Private Health Insurance, 2000-2005

MR LABBE st at ed:

| think if you | ook at the next page where it shows the
growh rates projected — Medicaid, Medicare and private
i nsurance — the one that | thought was interesting here
was that Medicare was |ower than Medicaid and private
insurance and | think the Medicare, again, the areas
i ke prescription drugs, which they don't cover, are
one of the biggest drivers in Medicaid so Medicaid w il
go up. The other thing that Medicare doesn’'t really do
much of is long-term care. It’s a very short stay
follow ng hospitalization. They say up to 100 days but
it’s typically 8 to 10 days that Medicare will pay for
and then if the person stays in a nursing facility, the
primary payer tends to becone the Medicaid program
which is state match. The sane thing in the hone and
community based services. Medi care does cover sone
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home health benefit. Again that’s nore short term but

if you get the l|longer term supports — personal care
attendant services, sone of these things, essentially
it’s a state Medicaid business. So | think that's

partly — those areas are growing in Mdicaid and the
basic — the hospital and the doctor stuff is probably
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the sanme but when you add these prescription drugs,
hone care, nursing hone care, Medicaid will be grow ng.

MR. LABBE t hen di scussed the information on the follow ng chart.

. Children' s eligible recipient nunbers
0O FYO1l eligible nunbers represent 24% of Alaska's total population
ages 0 - 18

O Average increase in eligible growth over |last 4 years has been 10.4%

O Children's eligible recipient rate of growh decreased by nmore than
50%in FY 01

O FYOl average cost per nonth per eligible child was $280

. Children's expenditures:
O 35% of total FYO1 Medicaid expenditures are attributed to Al aska's
chil dren.

0O Over the past 4 years, Medicaid s total rate of expenditure growh
has averaged 15%

O Over the past 4 years, the average increase in expenditure growh
for children has been 18.8%

0 55% of FY 01 expenditure growh was attributable to increased
eligibles

FY0O4 through FYO06 total projections are based on a sinple linear trend with a 7.1%
health spending growth rate applied. Source of Rate: March 2001 Center for Medicare
& Medicaid Services’ “National Health Care Expenditures Projections: 2000-2001".
These projections assune no changes to the existing program

MR. LABBE explained the chart projects the growmh of the Denali
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Kid Care program through FY O06. The rate of growth increased
nore than 50 percent in FY 01; the future rate of growh is

projected to be |ower. DHSS expanded Medicaid services in the
early 1990s when it began to cover children and pregnant wonen at
a higher incone |evel. DHSS served 77,422 children |ast year,

about 24 percent of Alaska s children.

REPRESENTATI VE DYSON asked if any jurisdiction, other than
private health, figured out how to reward and encourage healthy
behavi ors.

MR. LABBE said sonme prograns encourage pregnant women to access
prenatal care sooner but he did not think DHSS could reward
certain behaviors.

REPRESENTATI VE CISSNA noted that Native health agencies are
putting a lot of effort into education because many peopl e do not
know what healthy habits are.

SENATOR TAYLOR pointed out that the nunber of eligible
participants will be less than the funding by FY 06. He asked
for clarification.

MR. LABBE said when the program was inplenmented, that sone of the

costs per person dropped. The later years show that once the
popul ation is well covered, the costs wll increase as health
care costs increase so that expenditures will exceed the nunber

of eligible people. He added that sane scenario is nore evident
on the next chart with the adult popul ation, where the popul ation
i s decreasing but the expenditures are increasing.

He pointed out the adult population is made up, primarily, of the

tenporary assistance population and pregnant wonen. - DHSS
expanded coverage several years ago so that pregnant wonen with a
hi gher inconme | evel were eligible. At the sane tinme, tenporary

assi stance cases have been |ower cost because those clients
recei ve coverage based on the fact they receive cash grants: they
do not necessarily apply for the purpose of health coverage.
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Peopl e nove off of the tenporary assistance program so that those
who remain are those with the nost difficulties in noving into
the work force and frequently have nore health problens and use
nore services. Consequently, the cost per person has increased
whil e the casel oad has dropped.

SENATOR TAYLOR said one of his concerns regarding the previous
chart is how many of the 77,000 children are also covered by the
Public Health Service or private insurance. He noted Medicaid
has becone the first payer

MR. LABBE explained that some children have other health
i nsurance but that is not a factor that nakes a person ineligible
for the Medicaid program If a client has other insurance,
Medicaid acts as the |ast payer. In addition, the Medicaid
program may offer sone benefits that private insurance does not,
for exanple dental services. He noted that nmany seniors are
eligible for both Medi care and Medi caid. Medicare pays first but
it does not cover prescription drugs so those drugs are paid
t hrough Medi cai d. Paynments for Medicare and Medicaid services
are coordinated so that, for exanple, Medicare may pick up 80
percent of the costs while Medicaid pays the other 20 percent. He
informed nenbers that if private insurance is avail able, DHSS has
a unit that goes after the insurance conpany and recovers for the
state.

SENATOR TAYLOR asked why the Medicaid program would cover a bil
for someone who is eligible for and fully covered by a Native
heal th service. He questioned why, if the Native program is
fully paid for with federal funds, the state should get a bil
for any services for that person

MR. LABBE said his understanding is that the federal |law directs
states to enroll and allow tribal prograns to bill as a way to
hel p suppl enment declining appropriations. However, when the
state pays those providers, it clainms that paynent at 100 percent
federal funds so no general fund paynment is being nade.

MR. W NKELMAN, |egal counsel for the YKC Health Corporation,
expl ained that Congress views the Alaska Native citizen as a
citizen of Alaska and the United States, and a citizen with a
trust relationship with the federal government. Therefore those
citizens are entitled to both Medi care and Medicaid. The federal
government pays 100 percent for their health care under the FMAP
so no state funds are being expended for Al aska Native Mdi caid-
eligible patients.

MR. LABBE continued his presentation by describing Alaska's
elderly in regard to the Medicaid program
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Elderly Growth
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FYO4 through FYO6 total projections are based on a sinple |inear
trend with a 7.1% health spending growh rate applied. Source of
Rat e: March 2001 Center for Medicare & Medicaid Services’
“National Health Care Expenditures Projections: 2000-2001".
These projections assume no changes to the existing program

MR. LABBE pointed out the growth of Alaska’s senior population in
the Medicaid program has been very consistent. In terns of

d Elderly Eligible Recipient Nunmber:
L & derly eligible gromh has averaged 3% for the past 4 years
[] B derl y Rate of growth is Medicaid s nost consistent
[ Fyoz average cost per nonth per eligible elderly person was $1, 209

d El derly Expenditures
[] Expenditure growh for the elderly has average 12%for 3 years
[] 29% of FYO1 expenditure growh was attributable to increased eligibles

denogr aphi cs, he believes the general population is growng at a
| ower rate than the senior population. There has been concerned
expressed about long-term care needs in 20 years because of a
| arge nunber of seniors who will be over age 85. However, the
popul ation that is aging in Alaska typically has nore assets and
hi gher incone so they will not qualify for these prograns unti

they are in need of nursing hone services. The growth is very
predi ct abl e. Services for Alaska's elderly conprise a fairly
expensi ve portion of the Medicaid caseload. Last year, Medicaid
served 7,159 elderly individuals at a cost of $70 nmllion.
However, the services they need are expensive, such as
prescription drugs and long-termcare. |If those clients did not
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have Medi care coverage, Al aska s cost would be very high. DHSS
S required to pay prem unms for | ow-i ncone Medi car e
beneficiaries. The federal governnent matches that paynent.

CHAl RA\MOVAN GREEN asked where the costs for the assisted living
servi ces show up.

MR. LABBE said assisted living services fall under the hone and

community based waivers. He noted the charts show aggregate
costs and that he would provide nore detail |ater.
(" N
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M5. RYNNIEVA MOSS, staff to Representative Mss, noted that
assisted living hones take in vulnerable adults and apply for

Medi cai d wai vers. Oten, they provide nedical services three
nmonths before the waiver is approved and they cannot be
rei nbursed for those three nonths. It is her understanding that

could be changed at the federal I|evel because assisted living
homes are in the wunique position of not being able to be
rei nbursed retroactively. She asked M. Labbe if he has tal ked
to the federal governnent about those possible changes, which, to
her understanding, will have to be nmade | egislatively.

MR. LABBE said he has not talked to anyone in the federal
government about retroactive paynments. That issue has been under
di scussion in the Departnent of Adm nistration. He stated the
issue is that a person cannot be put on a honme and comrunity
based waiver retroactively. If the services begin before a
person has a level of care determ nation, those services cannot
be paid prior to the date of determnination. He said he has no
new i nformati on on that issue but will find out.

CHAIl RAMOVAN GREEN announced that the conmttee would break in 20
m nutes for lunch and reconvene at 1:30 p.m

MR. LABBE continued his presentation and discussed the disabled
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clients in Alaska s Medicaid program He referred to the
following chart and stated that |ast year, the Medicaid program
served 12,194 clients, both children and adults wth
di sabilities.

o Di sabl ed Eligi bl e Reci pi ent Nunber:

[l Disabled eligible nunmbers have maintained a steady
i ncrease of about 5% for 4 years

[l FYO1 average cost per nmonth per disabled recipient was
$1, 624

. Di sabl ed Expenditures:

[1 Expenditure growth has averaged nmore than 17% for 4
years
28% of FYO1l expenditure growh was attributable to
i ncreased eligibles

CHAIl RAMOVAN GREEN stated the Mat-Su Valley is growing faster than
any other area of the state, population-w se. She asked M.
Labbe if his charts take that growth into account.

MR. LABBE said the projections are from DHSS dat a.
CHAI RWOVAN GREEN sai d the projections could be an underesti mate.

MR. LABBE said they could go either way and, in fact, DHSS has
been looking into the growh rate in the nunber of disability
clients. A researcher suggested the disability growh for the
adult public assistance population followed the birth rate plus
18 years. He suspects that as the birth rate dropped, the rate
could level out. He pointed out this category is the nost
expensive on a per person basis. About 50 percent of these
clients al so receive Medicare.

REPRESENTATI VE DYSON conment ed, regarding Senator Taylor’'s
guestion about expenditures increasing at a higher rate than
enroll ees, the services should be based on the needs of the
peopl e rather than what is avail able. He asked:

How do we keep new peopl e providing services from bei ng
salesmen who are saying, oh ny goodness, there's
anot her program you can sign up for — you need to do
this — just because the programis avail abl e as opposed
to the needs of the client or patient?

MR. LABBE replied in the nedical service area, DHSS is quite

dependent on the physician prescribing services. DHSS al so has
case managenment prograns to nonitor wutilization and to assist
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famlies in finding a nore efficient use of services. He pointed
out that one of the factors that is driving up the cost of
prescription drugs nationally is not only new technol ogy but
direct advertising. He noted DHSS has a commttee that works on
t hese i ssues, including education.

REPRESENTATI VE DYSON said he is on a crusade to create a process
where every person who receives assistance from the state only
has to deal with one agency and m ni mal paperwork. He asked M.
Labbe if he believes that is an inpractical goal.

MR. LABBE said he believes it is an anbitious goal but it may not

be inpractical, especially in sone areas. The Division of
Medi cal Assistance does not directly interact with consuners, for
the nost part. Cients submt a public assistance application

During that process, a client may encounter nultiple agents.

REPRESENTATI VE DYSON said he is aware of people who receive
tenporary assistance and, in addition, need <child care
assi stance. Those people have to recap all of their information
and conmply with schedules that are very difficult, particularly
in light of the fact that they are dealing with child care and
transportation problens. He said he longs for the day when those
people can fill out one formthat would qualify them for severa
prograns and in which one person acts as the broker for the
famly. He asked if any jurisdiction in the country uses such a
process.

MR. LABBE said the State of Oregon is noving into that nodel and
he believes one or two other states are noving in that direction.

REPRESENTATI VE DYSON said if the state nmade it work better for
recipients, the delivery of services would becone nore efficient
and possibly reduce costs.

MR. LABBE pointed out the Division of Public Assistance has a web
page but he has not been involved in that project.

REPRESENTATI VE CI SSNA said she did sone volunteer work for a

program for the long-term nentally ill that was established by
the California State Legislature to find a solution simlar to
what Representative Dyson suggested. Funding stays with the

client so that if noney is saved by hospitalization so that, for
exanple, sone of the clients were able to receive college
educations with the extra funds saved. She felt such a program
is worth | ooking at.

MR. LABBE drew attention to the follow ng chart.

Cost Center Growth
Top Ten Expenditure Categories
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Cat egories include Indian Health Services

He expl ained that the category entitled “Medicaid O her Services”
i ncludes | ab work, x-rays, nedical supplies, vision, honme health,
famly planning, physical and speech therapy, and personal care
attendants. He noted that <clearly, the |l|argest expenditure
categories are for hospital and physician services. He said the
one area that has renmmined fairly level is the nursing hone
cat egory.

SENATOR TAYLOR asked why such a dramatic increase in hospita
services in two years.

MR. LABBE said that reflects an increase in the caseload of
chi |l dren.

SENATOR TAYLOR asked if that is due to Denali Kid Care.

MR. LABBE said it is. DHSS has added about 18,000 to 20,000
children since 1999. DHSS has al so added a new group of disabled
wor kers that can buy into the program In addition, costs have
i ncreased.

SENATOR TAYLOR said he is floored by the alnost 50 percent
increase in costs of physician services over three years and
asked how that can be rationally budgeted for in the next three
years.

REPRESENTATI VE Cl SSNA mai nt ai ned that insurance costs are rising
in the sane manner.
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SENATOR TAYLOR disagreed and said insurance costs have not
i ncreased 50 percent in two years.

MR. LABBE pointed out the chart shows the total dollars expended,
including Indian Health Service costs. The tribal prograns have
had an increasing ability to bill the Indian Health Service so
the data is comng in now. In addition, there have been sone
rate increases fromthe federal government.

SENATOR TAYLOR asked M. Labbe if those factors nmay have skewed
those categories a bhit.

MR. LABBE said they have.

CHAIl RMOVAN GREEN felt the rate of growh should be fairly static
and that the chart is reflective of what she saw on the Finance
Committee last year — a $40 to $60 nmillion increase in one year
in Medicaid participation. That amount equals half of the
Department of Public Safety’s budget. She said that regardless
of how endearing these prograns are, the |egislature has to ask
if this is the best way to provide those services.

MR. LABBE presented four pie charts to denonstrate service use by
the four population groups. He noted the population group of
children includes newborns; he would prefer to split the group in
two because expenses are much higher for the first year of life.

CHAIl RMOVAN GREEN asked M. Labbe if he would prefer to separate
out the high incidence children.

MR. LABBE said yes and, simlarly, he would |like to separate out
costs for pregnant wonen from the adult category. He plans to
split the groups because the current categories nmask what is
goi ng on.

REPRESENTATI VE DYSON asked what percentage of the total state
popul ati on are disabl ed, what percentage are children, and what
percentage is classified as adult.

MR. LABBE offered to get that information fromthe Census Bureau
dat a.

CHAl RWOVAN GREEN announced the conmittee would recess until 1:30
p. m

CHAl RAMOVAN GREEN cal |l ed the subcommttee back to order at 1:40
p.m and announced the next itemon the agenda was an overvi ew of
Medi cai d fraud.

MR. STEVE BRANCHFLOWER, Director of the A aska Medicaid Fraud
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Control Unit (MFCU), infornmed subcommttee nenbers that he
distributed a handout that he prepared in My of 2000 for the
Medi cal Care Advisory Committee. He explained the essential
di fference between Medicaid and Medicare is that Medicaid is a
health care programfor |ow incone and di sabl ed peopl e, funded by
the state and federal government, while Medicare is 100 percent
federally funded and provides nedical benefits for retired
peopl e. State participation in Medicaid is optional. |If states
decide to participate, they nmust provide certain mninmm health
care services, establish a paynent structure, and provide for

oversight of the providers. Al aska’s split was 50/50 wuntil
Senat or Murkowski was able to enact legislation that changed the
split to 60/40. Al aska’s statutory scheme for its Medicaid

programis enbodied in AS 47.

MR. BRANCHFLOWER expl ai ned that each state that participates in
Medi caid nmust have a Medicaid fraud control unit to investigate
and prosecute crines against the Medicaid fund. The MFCU is a
separately identifiable |legal entity. Al though it functions as
part of the Departnent of Law, it is separate from the D vision
of Medi cal Assistance.

The MFCU has three objectives:

* to conduct a statewide programto investigate and crimnally
prosecute providers who steal noney;

e to investigate fraud in the adm nistration of the program

e to review conplaints of abuse and negl ect against patients
in health care facilities receiving Medicaid funding.

The MFCU was created in 1992. It is funded with 75 percent
federal funds and 25 percent state funds. The office is staffed
with two investigators, an internal audi t or, and M.
Branchf | ower . He is cross-designated, neaning he can prosecute

in either state or federal court. Alaska s crimnal statutes are
not tailored to the investigation or prosecution of health care
crines, therefore he often prosecutes in federal court.

REPRESENTATI VE DYSON asked M. Branchflower if he recommends
changi ng Al aska’ s statutes.

MR. BRANCHFLOWNER said he believes there is a lot of room for
i nprovenent and offered to provide suggestions.

REPRESENTATIVE CISSNA nmaintained that the cost factor of
statutory changes shoul d be taken into consideration.

MR. BRANCHFLOWER inforned the subcommittee that the MCU is
| ocated in the Ofice of Special Prosecution and Appeals wthin
the Departnent of Law. He provided the following statistics to
show the rising costs per participant:
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In FY 99 —

- the total nunber of participating providers was 3, 787
- the total number of recipients was 79, 777

- the nunber of clainms Iines processed equal ed 3,091, 484

- the total rei mbursenents paid equaled $378, 451, 845
equal i ng $4, 783. 87 per recipient.

In FY 00 —

- the nunber of providers escalated to 10, 345

- the nunber of recipients increased to 92, 103

- the clains |lines processed junped to 4, 683, 421

- the total reinbursenments paid was $467 million which
equates to $5070 per recipient.

He pointed out the total expenditures progressed from $257
mllion in FY 95 to $467 nmillion in FY 00. From 1995 to the
present, the Medicaid clains paid anbunts to alnost $2 billion

HCRA reports that, nationally, approximately 10 to 20 percent of
health care dollars spent go to fraud, waste and abuse, anounting
to a considerabl e ambunt of noney.

MR. BRANCHFLOWER explained that DWMA contracts with the First
Health Services Corporation, to conduct the day-to-day business
of DVA. They enroll Medicaid providers. He pointed out that any
busi ness that provides a service to a recipient can beconme an
enrolled provider, such as an airline, hotel, or taxi cab
company. First Health Services Corporation also processes
Medicaid clains. DVA has a termcontract with the First Health
Services Corporation, which will soon be up for renewal.

TAPE 01-49, SIDE A

MR. BRANCHFLOWER told the subcomm ttee that providers can submt
bills to First Health Services Corporation either on paper or
el ectronically. More and nore providers are submtting clains
el ectronically because the reinbursenent process is nuch faster.
Essentially, a recipient goes to a provider who provi des services
and submts a bill to the First Health Services Corporation. The
claim is processed and, if approved, a check is deposited
directly in the provider’s checking account. The turnaround tinme
is relatively short and can take a matter of days. Because of
t he high volume of service and clains, the system does not allow
for a check on whether or not services were actually provided.
The whole system runs on good faith. It is only after the fact,
if an effort is made to reconcile the billings with patient
charts, can fraud be found. Many checks have been put into the
system but the ability to steal large amounts of noney in a
short period of tinme is there.
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CHAl RWOVAN GREEN asked if that is the case nati onw de.

MR. BRANCHFLOWER said it is. He then noted that Al aska has what
is called a “fee for service” program as opposed to health

mai nt enance organi zations (HM3s). In the HMO scenario, the
government gives a group of doctors a certain anount of noney to
provi de services under a contract. Recipients may conplain that

the services are not being provided so the HMO is underutilized
Al aska is one of three states with a fee for service program The
probl em here is over-utilization because anyone who provides a
service gets paid for it.

REPRESENTATI VE DYSON nmaintained that with a fee for service
system services may outwei gh demand.

MR. BRANCHFLOWAER agreed. He said a reasonable nedical necessity
nmust be associated with the service but, fromtine to tine, the
MFCU sees over-utilization wth no justification, for exanple
over prescribing, over testing, and over nedication.

REPRESENTATI VE DYSON asked if that occurs in non-profit
or gani zati ons.

MR. BRANCHFLOWER said it does. He then went on to explain that
the maj or conponents of a Medicaid claimare:

- a recipient nunber

- a provider nunber

- date of service

- diagnosis

- procedure code for the treatnent provided
- rei nmbur senent

He exhibited a chart of four colums: a description of services,
such as whether the patient is new or established or the
appointment was a consultation; the CPT code; the service
category, which ranges from mninal to conprehensive; a
description of the services provided; and the Medicaid
rei nbursenent rate. He pointed out that if a doctor codes a bil
for a conprehensive exam when in actuality the doctor only
renewed a prescription, the doctor will be reinbursed at a much
hi gher rate. In a case that he recently tried, a doctor billed
Medi caid for consultations for alnost 80 percent of all of his
billings, which are reinbursed at a higher rate. H's billings
equal ed $180, 000. This doctor did not have the training to
qualify as a consultant, no other physician had referred any
patients to him for a consultation, and no consultation took
pl ace. He maintained that trusting providers to act in good
faith works nost of the tinme, but sonme people take advantage of
t he system
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CHAIl RWOVAN GREEN asked if the tinme |ag has always been the case
wi th Medi cai d.

MR. BRANCHFLOWER replied, “I think it’s in the nature of the
system because when you have hundreds of hundreds of thousands,
there’s no way that you can have a bureaucracy that would ever
require proof of services provided.”

He said it is difficult for himto accept because nost people are
used to receiving a service before it is paid for

REPRESENTATI VE DYSON said he assunmes the nedical profession has
not been proactive about weedi ng out the charl atans.

MR. BRANCHFLOWER sai d these cases are very tough to investigate
and prosecute conpared to rape and nurder cases because there is
no crime scene, no physical evidence, no eye witnesses and no | ab

evi dence. In addition, everyone is opposed to rape and nurder
and jurors have no difficulty understanding the law in those
ar eas. In Medicaid fraud cases, there is no crinme scene, no

wi t nesses, no physical evidence, and juries are dealing wth
issues they are not famliar wth, such as quality of care.
These fraud cases end up being a battle of the experts. Oten,
nmedi cal experts within the state do not want to get invol ved.

REPRESENTATI VE DYSON asked M. Branchflower if the nedical
profession is doing nmuch to police itself, for exanple does the
Al aska Medi cal Association’s disciplinary process work well .

MR. BRANCHFLOAER said he sees a very high [evel of
professionalism in Alaska s nedical comunity but he does not
know whether the profession is policing itself in an effective
manner . He indicated that the mnedical board has been very
cooperati ve.

REPRESENTATI VE DYSON asked if doctors report to the MCU when
t hey see fraudul ent activity.

MR. BRANCHFLOWER said they do not. He acknow edged that reports
can be made anonynously.

REPRESENTATI VE Cl SSNA asked if proving whether services have been
provided is part of the problem

MR. BRANCHFLOMNER said it is. He inforned the commttee that in
1997, the DMA contracted with Deloitte and Touche to do sone
random audits over a three-year period. O the 70 audits done, 40

were on-site. In an on-site audit, the auditing teamvisits the
provider’s office and |ooks at the patient charts to reconcile
the patient chart entries with the billings. As a condition of

enrollment in the Medicaid program doctors nust agree to make
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patient files available. Correspondingly, Medicaid recipients

nmust waive their doct or - pati ent privil ege. The patient
popul ati ons of the doctors are usually considerable. So to do a
full audit would be very costly and ineffective. | nstead, the

auditing firm consulted with a statistician about its findings
and projected the loss to the entire patient population. A total
of 164 were done. He maintained the single nost effective
deterrent to fraud and abuse of Medicaid funds would be to
continue the audits. The total cost of the three-year audit was

$1, 431, 750. He has collected and put back into the state
treasury $2,741,126 since July of 1998. O the total collected,
$2,112,980 cane directly from the audits. In addition, he has

eight audits sitting on his desk, which could bring in an
additional $18 mllion. One provider would be liable for $16
mllion.

CHAI RWOVAN GREEN asked if the audits began after M. Branchfl ower
becane enpl oyed.

MR. BRANCHFLOAER said the first audit contract was let in
Cctober, 1997; he began in July of 1998. When he began, the
audits were conplete and he was the beneficiary of a great anount
of information.

CHAIl RMOVAN GREEN asked if the noney collected conmes through the
court system

MR. BRANCHFLOWER said he can do one of two things: he can either
prosecute a person crimmnally, in which case he would ask for a
jail termwth restitution. He acknow edged that does not often
happen because these cases are difficult to investigate and
prove. Mre often he does civil recoveries. After he reviews an
audit, he neets with the provider and his attorney and share the
information in the audit. Usual |y, once they have reviewed the
findings they find they have been overpaid. Regul ati ons
governing the Medicaid program require participants to reinburse
for overpaynments. Depending on the conduct of the provider, MCU
can enploy a range of options, for exanple treble danmages or
filing a false claimact. He often, when settling a case, asks
for double the reinbursenent anount, recovery of investigative
costs, plus interest.

CHAI RMOVAN GREEN asked what happens if the doctor settles but
does not pay.

MR. BRANCHFLOWER said they always pay. He said many bad things
can happen to providers, one being disenrollnment from the
program |If a hospital that is part of a national chain is
di senrolled, the entire chain m ght be disenrolled. He indicated
that nost providers want to make restitution because many tines
the problens are caused by billing or human errors.
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SENATOR DAVI S asked if the settlenment noney goes directly to the
state or whether it is shared wwth the federal governnent.

MR. BRANCHFLOWER said that depends on the settlenent but usually
a portion goes to the federal governnent. In actuality, MCU
sends the check to the Division of Mdical Assistance where the
apportionment is nade. Sonetinmes he also settles with the
federal governnment in which it keeps the noney. In one case, a
national hospital chain settled a national case, which was filed
by the federal governnment with help fromthe states. He received
a check from which the federal portion had already been
subtract ed.

REPRESENTATI VE Cl SSNA i ndi cated that M. Branchflower said it is
i ncunbent upon the providers to know the rules but she expressed
concern that when she was nore actively involved in the Medicaid
program in the early 1990s, the standards were a noving target.
She mai ntai ned that many providers are snmall non-profit agencies.

VR. BRANCHFLOAER  agreed that many providers are very
unsophi sticated regarding the rules and regul ati ons.

REPRESENTATI VE ClI SSNA said that to be a player, a provider al nost
has to be affiliated with a national group to be safe and not
make m stakes because of the sophistication that is required.

MR. BRANCHFLOWER responded that the larger the provider, neaning
the nore services that are provided, the greater the risk that

when sonmething goes wong it wll involve a major chunk of
change. For that reason, those people hire experts to do their
billing. On the other hand, the “nmom and pop” business cannot

afford to do that. That is a legitimte problem because all are
required to play by the same rules. One of the ways the Medicaid
program aids all providers is by drafting a provider manual.
Every enrol |l ee receives one of these “how to” books, depending on
provi der type. In his estimation, those manuals need to be
revi sed. They are out-of-date and Ilack specificity. He
suggested once revised, the manuals should be reviewed by a
| awyer or soneone who could be called upon to prosecute a case.
He cautioned that provider nmanuals are often an abbreviated form
of the regul ati ons and he believes the manual s should be nore “in
sync.” He feels a |lawer who mght be called upon to prosecute
sonmeone should have a hand in reviewing the provider manual
because a common defense is that the information in the provider
manual was uncl ear.

MR. BRANCHFLOWER felt another issue that nmerits followup is the
fact that no record is kept when a provider calls First Health
Servi ces Cor por ati on for clarification or i nformation

Consequently, when he questions a provider about not followng a

SENATE HES COW TTEE -42- Novenber 8, 2001



procedure in the manual, he is told the provider called First
Health Services Corporation and was told what he was doing was
acceptable. The First Health Services Corporation provides
assi stance; however, it needs to docunment those calls.

REPRESENTATI VE ClI SSNA asked if e-mail responses to questions
woul d be consi dered proof in court.

MR. BRANCHFLOWER said it would and that a copy of the nessage
shoul d be placed in the provider’'s file.

SENATOR TAYLOR asked what the acronym CPT represents.

MR. BRANCHFLOWER said it is an acronym for a current procedura
term nol ogy code. Providers agree to use a universal |anguage of
servi ces. Each service is assigned a particular nunber so that
instead of having to fully describe each service, a nunber can be
assi gned.

SENATOR TAYLOR asked if it was derived fromthe California code.

MR BRANCHFLOMER said it was derived from the Anerican Medica
Associ ati on.

SENATOR TAYLOR conment ed:

Which was a code that they had to conme up with when
they first cane up with the system because the gross
abuse and thievery within the system and conpoundi ng of
bills was so out of control that they actually went to
California and other places in the United States tried
to figure out what the average high price [indisc.] was
for all services and then said to the doc, you re going
to get to bill this amount for this procedural service.

CHAl RWOVAN GREEN asked who wites the manual s.

MR. LABBE answered, “First Health drafts the manual - it’'s kind
of ajoint effort.”

CHAl RMOVAN  GREEN asked if the rmanual is a regulatory
interpretation of state |aw.

VR. BRANCHFLOAER said it is a summary of statutes and
regul ations. He then explained that a major glitch in the system
is that DVA does not send explanation of benefit (EOB) fornms to
every recipient. EOB forns are a way of inform ng recipients of
the services providers are claimng to have perforned. Medicaid
patients al nost never get an explanation of benefits. A random
sanpl e of 400 EOBs are sent out on a nonthly basis by DVA, even
t hough there are thousands of recipients and recipients are not
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required to respond and return the EOBs. Hi storically, DVA
receives very few responses. Requiring Medicaid recipients to
respond, as a condition of eligibility, would provide another
| ayer of protection.

CHAl RAMOVAN GREEN asked if such a requirenment would require
| egi sl ati on.

MR. BRANCHFLOWER t hought that could be done adm nistratively.
CHAIl RMOVAN GREEN recalled that in days past, when patients were

expected to pay the bill at the time of service, the patient
woul d notice when costs increased and paynent acted as a form of
approval . She felt that another condition of eligibility could
be to require patients to fill out a format the tine of service.
MR. BRANCHFLOWER said he attends Medicaid conferences nationw de
and is aware of what other states provide. He feels Al aska
provides a “Cadillac” systemin the | evel of services provided to
reci pi ents. He believes if recipients were required to answer
ECBs and the nunber of EOBs is increased, that action would have
a chilling effect on the ability of providers to file fraudul ent
cl ai ns.

CHAI RWOVAN GREEN asked M. Branchflower if the subcommttee could
| ook at other states’ nodels regarding what is required of
recipients in relation to verification of services.

MR. BRANCHFLOWER said it could, and recipient responses woul d be
successful especially if the formis one page and postage paid
envel opes are provided. He noted an added benefit would be that
t hose who do not respond coul d be tracked.

CHAl RAOVAN GREEN asked if that would require |egislation.

MR. BRANCHFLOWER was not sure. He went on to explain that the
Medi cai d program does excl ude paynent for certain services, those
bei ng:

e expenses not reasonably necessary to the diagnosis and
treatment of an ill ness;

* itens and services not properly described;

* school check-ups;

 cosnetic surgery;

* tel ephone consultations;

* sex change operations;

» services for inmates who are in custody; and
* weight | oss therapy.

MR. BRANCHFLOWNER i nforned the conmmittee that the federal |aws are
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much nore conprehensive than the laws of the State of Al aska.
Federal laws include the False Clainms Act, statutes dealing with
false statenents, mail fraud, wre fraud, noney |aundering,
specific statutes that deal with Medicaid and Medicare fraud, the
RICO statutes, t he Heal t h | nsur ance Portability and
Accountability Act (H PAA), conspiracy, theft of governnent
property, obstruction of justice and anti-kickback statutes. In
contrast, Al aska has theft statutes that are “one size fits all,”
and statutes dealing with forgery, schene to defraud, falsifying
busi ness records, and m sconduct involving a controlled substance
statutes.

CHAIl RAMOVAN CGREEN asked if Alaska statutes should specifically
address wel fare fraud.

MR BRANCHFLOWER said he believes so. He noted Al aska has no
statutes tailored toward health care crines.

TAPE 01-49, SIDE B

MR. BRANCHFLOWER sai d he has been surveying statutes fromall 50
jurisdictions during the last few days and when he retires in
June, he plans to go through all of the statutes and conme up with
a nodel statutory schene. He then listed the follow ng comon
rip-offs used in Medicaid fraud:

* billing for goods and services not provided;

* billing for phantom patient visits;

* upcodi ng;

* unbundl i ng;

* double billing;

* billing for nedically unnecessary services;

* billing for non-covered services;

* billing Medicaid higher than other payers; and
» ki ckbacks.

In terms of crines against persons and patient abuse, Al aska has
a very good statutory schene that deals with crines of violence
and endangering a welfare or vulnerable patient. He noted he
prosecuted a doctor in Fairbanks earlier this year who was
exchanging prescriptions wth sonme of his female patients for
sex. The doctor was billing Medicaid for “services” that he was
not actually providing and Medicaid was paying for the
prescriptions.

VR. BRANCHFLOAER  revi ewed sever al sl i des t hat listed
investigative tools available to him Federal |aw requires DVA
and the Departnment of Law to have a nmenorandum of understandi ng.
The original nmenorandum of understanding dated back to 1992; in
1999 it was redrafted and renewed. He then inforned the
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subcomm ttee that as of this norning, MFCU has 51 investigations
open. He then reviewed a chart of the investigative process.

CHAI RWOVAN GREEN asked about the MFCU budget.

MR. BRANCHFLOWER sai d that M-CU spent $460,000 |ast year and the
unit was able to bring in over $2 million. In addition, the MCU
budget is conprised of 75 percent federal funds and 25 percent
state funds.

CHAI RWOVAN GREEN noted that if 10 to 20 percent of the Medicaid
budget is used fraudulently, it would not take many years to add
up to a few billion dollars. She then asked if anyone has been
adm ni stratively sancti oned.

MR. BRANCHFLOWER said that DMA has a regulatory system that
provi des for sanctions, neaning the equivalent of an accusation
is filed against a provider and a hearing is held to determ ne
whet her the accusation has nerit. The provider can be
disenrolled. He explained that it is simlar to the adjudicatory
process but is done at the adm nistrative |evel.

CHAl RWOVAN GREEN asked if that is a conmmon occurrence.

MR. BRANCHFLOWER stated that, to his know edge, DMA has
sancti oned one provider since 1995.

CHAI RWOVAN GREEN asked what happened to the others.

MR. BRANCHFLOWER deferred to M. Labbe for an answer to that
guestion. He then indicated that of the 164 Deloitte and Touche
audits, he has taken over |less than 20. Federal |aw says that if
the MFCU refers a case to DMA in which a loss has been
identified, then DVMA is required by law to institute an action to
recover the identified overpaynent.

CHAI RWOVAN GREEN asked if DMA reports back to the MFCU when cases
have been resol ved.

MR. BRANCHFLOWNER said it does not. He said in the last three
years, he has identified, with the assistance of the Deloitte and
Touche audits, $22,300,000 in overpaynents. He has sent letters
to DMA in each case citing the federal statutes and asking DVA to
undertake adm ni strative hearings to recover that noney. He does
not know the status of those cases.

CHAl RMOVAN CGREEN asked how many people work in the recovery
effort at DMA

MR. BRANCHFLOWER sai d he knows of one person.
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CHAIl RWOVAN GREEN asked if the federal agency acts as a watchdog
to make sure overpaynents are collected or whether that is a
state function.

MR. BRANCHFLOWER said the watchdog agency is the Ofice of the
| nspector Ceneral. Alaska is one of the only states that office
does not have a presence in. In terns of requirenents, states
are required to follow federal regulations as a condition of
funding the Medicaid program One of those regul ations says that
if the MFCU refers a case to the DVA for recovery, DVA is
required to try to get the noney back. He repeated in the |ast
three years he sent 140 letters to DMVA, anounting to over $22
mllion. He referred them to DMA because the cases are not
sufficiently strong in terns of evidence for him to pursue in
court. Those cases are better suited to be handled on an
adm ni strative basis. D fferent standards of proof, rules of
evi dence and rul es of procedure apply.

CHAl RAMOVAN GREEN asked why the Ofice of the Inspector GCenera
does not have an office in Al aska.

MR. BRANCHFLONER said it seenms to him that Alaska has a
sufficient volunme of dollars to nerit its presence but he is not
aware of the reason

REPRESENTATI VE Cl SSNA asked if, regarding the audits, an appea
procedure exists.

MR. BRANCHFLOWER said that when he refers a case to DVA, they
nmeet with the provider and offer them an opportunity to review
the audit. Otentimes there are explanations for findings,
perhaps an x-ray was mssing froma patient’s file, so there are
correspondi ng reductions in the overpaynents. The findings are
calculated on the basis of 100 patients. Per haps the auditor
finds a lack of documentation for $150 worth of services. The
mat hemati ci an then extrapolates to the entire patient popul ation
the probability that there are undocunented services throughout
the patient population based upon that nunber. That formula
notivates providers to get the first figure | owered.

REPRESENTATI VE ClI SSNA asked if a filtering process exists to
separate those who may have nmade a mstake from those who
intentionally commt fraud.

MR. BRANCHFLOWER said that Representative Ci ssna put her finger
on one of the nost difficult jobs of his agency. They nust judge
the strength of evidence and deci de whi ch cases invol ve egregi ous
conduct. It is very difficult to prove these cases in court
because they often involve questions of nedical necessity and
medi cal judgnent. He said defining fraud is also a matter of
semantics. The probl em occurs when one gets away fromthe extrene
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cases. Many of those cases Ilend thenselves well to
adm ni strative hearings.

REPRESENTATI VE DYSON asked if he gets any referrals from the
Orbudsman.

MR. BRANCHFLOWER said he does not. He said his jurisdiction is
limted by institutions funded by federal dollars so he is not
involved with the Pioneers’ Hones. He noted that nost of the
MFCU s work deals with conduct of providers; recipient problens
are investigated by another |lawer in the Departnent of Law

CHAI RWOVAN GREEN asked how to go about continuing the audits.
MR. BRANCHFLOAER said he is unaware of the nechanics of the

initial audits. He thought it was done via an executive
deci si on.
SENATOR TAYLOR asked M. Branchfl ower when he will “run out” of

new audi ts.

MR. BRANCHFLOWER said he just finished |ooking at the |ast batch
of 33; of those he kept about 8. Wen he finishes working on
those, the “grist for his mll” will be gone.

CHAI RWOVAN GREEN asked what percentage Deloitte Touche woul d have
and how many prosecutors woul d be needed.

MR. BRANCHFLOWER said the first year Deloitte Touche did 70 and
about 30 the second year. He pointed out that is a realistic
nunber because a |lot of factors are considered when selecting
providers. He nmeets with the auditors once per nonth to discuss
provi der issues and fraud issues. If certain nanes continue to
come up, an audit may be planned. He surmsed that the audits
have a high deterrent value on all providers.

SENATOR TAYLOR told M. Branchflower that the Senate Judiciary
Comm ttee would introduce legislation for him He then asked M.
Branchflower his opinion of using partial paynent of clains as
another tool to get recipients to respond to the EOBs. He
pointed out if the patient nmust pay 5 percent of the cost of a
visit, the patient may pay nore attention to the anmpunt of the
bill.

MR. BRANCHFLOWER said he feels that is a political question. He
does not disagree wth that approach, but said that sone
reci pients are very poor.

CHAIl RMOVAN GREEN t hanked M. Branchflower for his presentation
and asked M. Labbe to conplete his.
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MR. LABBE continued with his power point presentation (page 19)
and di scussed the ten fastest grow ng categories of service over
the last three years. The nunber of persons on the "Adults Wth
Physical Disabilities waiver (APD) grew rapidly, based on pent up
demand.

CHAI RWOVAN GREEN asked when that category of individuals began to
receive services.

MR. LABBE said it was in 1993 or 1994. The first year about 50
people were eligible for the APC waiver and then it went way up.

CHAl RWOMAN GREEN asked what has caused such an increase between
1999 and 2001.

MR. LABBE said that for a nunber of vyears the program was
adm nistered by the Division of Mental Health and Devel opnenta
Disabilities and the adult disabled were “subnerged” into the
much | arger waiver for the devel opnentally disabled. The program
was noved to the Division of Senior Services where people becane
nore aware of the backl og. He said in addition, the Suprene
Court issued a decision that stinulated a lot of interest in
communi ty-based services for people with disabilities. He said
he does not believe the sanme |evel of growmh will continue.

MR. LABBE explained the second fastest growing category of
service is for residential psychiatric treatnent centers (RPTC
for children. Two facilities are |located within the state. Last
year about 596 clients were served. Al aska clients are also
being served in about 15 out-of-state facilities. DVMA has been
working with the Alaska Mental Health Board on a project to
investigate how Alaska children ended up in out-of-state
facilities. At one point in tinme, about 75 percent of those
children were in state custody but the opposite is true now DVA
and the Alaska Mental Health Board are also |ooking at whether
enough in-state capacity exists.

CHAI RWOVAN GREEN asked for a description of the type of child who
woul d need these services.

MR. LABBE said these children are generally between 10 and 18
with serious enpotional disturbances. They are sonetines
dangerous to thensel ves.

SENATOR TAYLOR asked, “Usually they are not in the custody of the
state anynore, but the nunbers have gone up. That’'s bizarre.”

MR. LABBE said at one point that category was nmade up
predom nantly of children in custody and now about 75 percent are
not in custody. That is one of the issues being studied and
whet her there are better ways to approach that.
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REPRESENTATI VE DYSON noted that the residential treatnent centers
can be very expensive, up to $700 to $800 per day.

MR. LABBE said there have been a few at that |evel but now the
rates are nore uniform The nmaximum rate for out-of-state
facilities paid by the state is $330 per day. Costs out-of-state
are typically lower than in state.

REPRESENTATI VE Cl SSNA asked M. Labbe if there are other costs,
such as educational fees.

MR. LABBE said he believes the Departnment of Education and school
districts pay for educational costs of children in residential
facilities.

REPRESENTATI VE CI SSNA clarified that the school district in which
the parents reside pay for the cost. She stated that |egislators
need to know the total cost of sending clients to residential
facilities.

CHAl RAMOVAN GREEN asked about the CCMC wai ver category.

MR. LABBE explained it represents children with conplex nedica
coverage, such as a child who requires a ventilator. He then
referred to page 20 and explained that it conpares waiver and
nursi ng home costs. Looki ng at the denographics, Al aska can
expect to have a large segnment of its population in need of these
kinds of services in the future. The legislative Long Term Care

Task Force discussed that issue quite a bit. The chart
illustrates the issue of devel oping community-based services as
an alternative to nore expensive institutional services. The

condition to qualify for elderly comunity-based waiver service
is the sane as the condition to qualify for a nursing hone. The
chart denonstrates the cost-effectiveness or cost-avoidance of
usi ng communi ty-based servi ces waivers.

SENATOR TAYLOR said that waiver has only been in place for about
two years, as he co-sponsored |legislation to create it. He asked
about the status of regulations for that waiver and then
clarified that he was referring to the adult assisted living
program

MR. ELMER LINDSTROM Deputy Conm ssioner, Departnment of Health
and Social Services (DHSS), said an assisted living |icensure
bill first passed in about 1993. Facilities were |icensed as
assisted living facilities from that point forward and at this
time, there are nore beds in assisted living honmes than in
nursi ng hones. However, the funding mechanism is conplicated
because there are some private pay individuals, people who
receive general relief, which is paid with general fund dollars,
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and people who receive sone reinbursenent for assisted living
services through the Medicaid waiver. The bill that passed
several years ago, Senator Mke Mller's bill, increased the
general relief paynent, which is outside of the jurisdiction of
DVMA. He noted regulations were promulgated with some provisions
relating to licensing requirenents and background checks. One
phase of those regulations have been filed; another portion is
still being reviewed internally and have not yet been adopted.
Anot her set of general relief regulations pertain to general
relief reinbursenent. During the public comrent period, nmany
comments were received and a nunber of changes were proposed by
the agency. The draft regulations then went out again for public
comment. The comment period is now closed and the Departnents of
Adm ni stration and Health and Social Services are still review ng
t he comments.

CHAl RWOMAN GREEN said one issue she believes will continue to
surface is the concern that licensure falls under t he
jurisdiction of DHSS.

MR. LINDSTROM said it is particularly conplex when two agencies
are involved. The Departnent of Adm nistration |icenses assisted
living homes primarily for the senior population. DHSS |icenses
assisted living hones under the sanme |law and regul ations for
mentally ill individuals residing in assisted |iving hones.

TAPE 01-50, SIDE A

SENATOR TAYLOR said he believes the assisted living hone anount
needs to be increased three or four tines.

MR. LABBE said, according to the 2000 Census, Alaska' s tota
popul ation is 626, 932. The nunber of <children under 18 is
190, 587. The nunber of adults 18 to 65 equals 400, 610. The
nunber of elderly Al askans over 65 equal s 35, 735.

MR. LI NDSTROM tol d subconmm ttee nenbers that the 2000 Census does
contain disability status for the civilian non-institutionalized
popul ation in Al aska. He was not aware of what definition of
“disability” was used. The Census designated approximately 12
percent of Alaska s population disabled, anmounting to 75,735
i ndi vi dual s. That category does not contain a breakdown for
children under the age of 5, but the nunber of disabled aged 5 to
20 years was 12,387; the nunber of disabled aged 21 to 64 was
47, 357; and the nunber over the age of 65 was 15, 991.

REPRESENTATI VE DYSON asked if the folks that pay their own costs
are included in the chart.

MR. LABBE said they are not; the chart only represents Mdicaid
clients. He pointed out the standard used for eligibility for
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the disability <category 1is tied to the Social Security
Adm nistration’s disability definition, which is fairly rigorous.
Therefore, many people are disabled who do not neet that
st andar d.

MR. LABBE referred to page 21 of his power point presentation and
said on average, states spent 14.7 percent of their general fund
expenditures on their Medicaid prograns in FY 01 while Al aska
spent 10.8 percent. Al aska was 46" in the nation for state fund
spendi ng during FY 98. In terns of total expenditures, Al aska
ranks | ow because it has a small popul ation.

CHAl RAMOVAN GREEN asked if Alaska’'s nunber is skewed upward
because it does not have a county system

MR. LABBE said in terns of state Medicaid prograns, a few states
have a county share but nost progranms are centrally adm ni stered.
He offered to provide nore back-up material from the reports
t hese nunbers were generated from

SENATOR TAYLOR expressed concern that when conparisons are nade
with Al aska s general fund expenditures,

for the last — gosh I don’t know how many years now
— we’ve been involved in an exercise in Juneau creating
other quote, special funds. And every tinme a
departnment or agency wanted to go out and [indisc.] a
little nore incone for their agency, they went out and
created a new fee schedule and their new fee schedul e
became part of their specific fund base for their
agency — whether it was $5 bucks additional per license
for every person who wanted to catch a king salnon so
the fish and gane departnment got a significant
increase. And rather than have the budget reflect the
[indisc.] Departnent of Fish and Gane had gone up, what
we did was we called that other funds — not genera
funds, other funds. And that other funds [indisc.] we
make certain it’s not dedicated of course, we nake
certain it goes to the Departnent of Fish and Gane. So
t heir budget actually went up $5 million bucks but does
that reflect as a general fund? No, the general fund
budget didn’t go up. So when | see a conparison being
made between what is stated as general fund all ocation,
and a conparison is then nmade up of what our
expenditures are either per capita or on a national
level, it really is becomng less and less of a
meani ngf ul conparison is all I"mgetting at...

MR. LABBE stated that would | ower Al aska’ s percentage.
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SENATOR TAYLOR said it should, and that is what he was getting
at .

MR. LABBE referred to the follow ng chart and said the purpose of

Average Annual Cost per Eligible Medicaid Beneficiary
- Federal and State Shares (FY91 through FY01 Actuals)

%,0007/ 

Total Funds

Federal Funds

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

O Federa| Funds 1 $1,508 1 A7 1 48 1 $1,873 $2,029 $2,560 $2,728 $2 768
Total Funds $2,849 $2,779 3 133 $3,403; $3,60: $3,982 $4,237,

the graph is to show that over the last 10 years, the genera
fund outlay has not been extrene in terns of increases. Although
the total cost of the program has increased, nost of the increase
has been with federal funds. He noted between 1994 and 1999, the
average general fund increase was about 3 percent per year. The
federal increase was 16 or 17 percent per year. He felt that was
primarily due to the match rate change, but also A aska has been
progressive in maximzing the 100 percent |HS reinbursenent and
in taking other cost contai nment neasures. He said he is always
concerned about the cost of the general fund. He stated that a 3
percent increase per year per person is not too bad. Essentially,
the state is cost shifting and trying to avoid cost shifting by
t he federal governnent.

CHAl RWOVAN GREEN said if one |ooks at the increase from 1991 to

SENATE HES COW TTEE - 53- Novenber 8, 2001



2001 in total funds, it anpbunts to about a 75 percent increase.
She said she is concerned about accepting a prior year increase
as the normand that the federal match rate will continue because
at sone point, the state will have no control over the cost.

MR. LABBE said he agrees with M. Glbertson’s concern that
Congress needs to take an honest |ook at that nmatch rate. DVA
has been doing sonme work internally to help support Senator
Mur kowski’s effort by providing data and |ooking at what other
private payers pay in Alaska relative to what they pay in other
st at es. DMA now has access to a program that provides
expenditures by codes in other areas and has started to conpile
information that shows that Alaska s paynent per beneficiary is
hi gher than nost states. It is also higher for Blue Cross or
Aetna by a simlar percentage. He felt that denonstrates that
costs are higher in Al aska, not that the state is overpaying.

SENATOR TAYLOR sai d:

You are Iliving in a world that is so Alice in
Wonder | and, none of us are in Kansas anynore. As your
| ocal hospital what the bill is for a room for a day.
Do you know what the answer is you re going to get
back? You will find out that that |ocal hospital has
probably six or seven schedules for what that roomis
wor t h. It’s worth this nmuch if you' re a Medicare
patient, it’s worth this nuch if youre a Medicaid
patient, it’s worth this nuch if you re Blue Cross.
You'll find that’'s right at the top because everybody

el se has sone advocacy group that conmes in and
negotiates with that hospital to set rates. Pr obabl y
the nost controversial thing | got ny little nose stuck
into for the last two or three years was when | took on
you guys on the issue of the revolving door on rate
heari ngs and when we were going to nmake sone deci sions
and how are we going to set them and then Torgy junped
in too and says, look, if you don't want to just take
care of part of the problem 1’Il take care of all of
it and I'lIl set your rates for you. Al of a sudden
peopl e decided to get to the table.

| can guarantee you, the narketplace has absolutely
nothing to do with anything going on out there, It’s
al | bureaucracy and you as bureaucrats get to negotiate
with hospitals what you're going to pay and they
negotiate back with you guys and then the insurance
i ndustry shows up and they try and do sone of the sane
stuff. There's literally a rate out there for the guy
who has no insurance but has a business and can pay his
bills. Then there’s a separate rate, a different one

SENATE HES COW TTEE -54- Novenber 8, 2001



for the insurance conpany and a different rate for each
state agency so why take and conpare based on zip codes
what sonebody nmay be paying in Arkansas? It’s just
that the Arkansas docs and the hospitals haven't raped
their people down there yet but believe nme, they're
coming around the corner just |ike you guys have so
badly in California that when the federal governnent
started this whole process, they had to go down there
and take an average because they were seeing a cost -
or bills conming in from doctors, where in a six nonth
period the price of the same process in surgery and so
on had gone up 200 percent with the sanme doc because he
was bidding each tinme to see, well, he’'d tell the guy
he’s playing golf with, well gosh, | got $200 for an
appendectony | ast week and the other guy said, well by
gosh George, you get $200, ny appendectony is worth
$300 so he would charge three and the next week the
ot her guy charges four and it just kept evol ving up.

So, | don't know where any of that gets us — what it
gets me — it gets nme very frustrated that we have an
awful ot of state and federal bureaucrats involved in
the process of setting rates which we then have to fund
in the formof a budget that’s going to cap out within
the next year or two at a billion dollars just for this
state....

SENATOR TAYLOR said he really believes that if we don't pay

attention to this and find a solution, we will find a |lot of
people relying on services that the state will not be able to
provi de.

MR. LABBE said that across the nation Al aska ranks nunber 47 in
total expenditures for Medicaid. He explained that a Suprene
Court decision regarding the Americans Wth Disabilities Act said
that the state would be required to provide services that would
permt individuals to live in the comunity rather than an
institution. The case called A nstead involved a couple of wonen
in Georgia who were in a state hospital. Their nedical providers
felt could |eave the hospital, but the state wasn't noving them
out .

The plaintiffs won that and since that tine, there has been quite
a bit of work around the country. H's division was told by the
federal Medicaid Agency (HCFA) that the Medicaid Program can help
states conply wth the Supreme Court decision, because the
federal governnent will help share in the expense with comunity
based services. Al aska has noved further along than nany states
in terns of our community base care program and closed Harbor
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View, consistent with the view that people aren't inappropriately
institutionalized and that there are options. They are still
waiting lists of issues for services and significant capacity
problens in terns of people providing supports in the comunity,
especially in smaller comunities. Medicaid can help these issues
and that's what they have been doing through the home and
communi ty based wai vers.

CHAl RMVAN GREEN thanked him for his testinony and further
di scussi ons woul d be needed.

MR. LABBE added that there were several things that Steve
Branchfl ower mentioned and he wanted to respond to one conmmrent
that was m sunderstood. \Wen he said we were only one of three
states that operate in the fee for service Medicaid Program and
all the rest have HM3s, every state has a fee for service
program Many of them al so have an HMO. You have the sanme dynam c

in 50 states of providers billing and sone states have a
percentage of their popul ation signed up on the prepaid plan, but
it's still less than 50% of the total national Medicaid

popul ati on invol vi ng HMOs.

SENATOR TAYLOR said a Sitka constituent had a question about what
an al cohol counselor can be called and how they get reinbursed
based upon that. The legislature passed a law or there was a
regul ation saying that a person needed to have a nmaster's degree
or better to be in al cohol counseling.

MR. LABBE responded that the Mental Health has that kind of rule,
but he didn't think that was required for al cohol.

SENATOR TAYLOR asked himto look into it and he agreed.

SENATOR DAVIS asked him to address the building manual and the
audi ts.

MR. LABBE replied that they were directed by the legislature in
'97 to initiate a series of cost containnent actions, one of
which was the provider audits. They have to work through
backl ogs.

SENATOR DAVIS asked if they have adm nistrative procedures for
prosecution and how nmany people are working in that area. She
al so wanted to know how nany cases he had been able to get funds
for.

An unidentified woman responded that just doing this in the
spirit of prosecution is sonetines a negative way to look at it,
because there were built-in inprovenents.

MR. LABBE said that the focus was particularly on the patient and
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one of the problenms with the $22 nmillion is what M. Branchfl ower
perceives are the draft reports fromthe contractor concurrently
with the state. The state had to nake a nunber of policy changes,
which is a | engthy process.

For the nost part, we didn't do the extrapolation
because this was like our first tinme really going out.
Wat we are doing is wrking on conpliance and
correction.lf you look at our physician expenditures,
they're practically flat for about three years before
we expand the populations. So, | believe the attenpt of
the legislature was to slow the growh of the program
It was not ainmed so nuch at the recovery node.W had
sone problens with it, too.

SENATOR TAYLOR thanked him for his excellent presentation and
said they woul d next take public testinony.

4: 09

MR. BILL HOGAN, Executive Drector, Lifequest Regional Health
Center, said he is also a nmenber of the Al aska Community Menta
Heal t h Services Association, which is the nental health providers
associ ation. Today he is speaking for the Alaska Mental Health
Board. He said:

Prograns such as Al aska Tenporary Assistance program

Adult Public Assistance and General Relief provide
basi ¢ support for nmany Al askans, helping them to neet
fundanmental expenses such as food, shelter, clothing
and transportation. Wether transitional or |ong-term
in nature, these prograns allow participants to live as
i ndependently as possible and with dignity in their
comunity of choice. These prograns al so hel p Al askans
avoid honel essness and minimze higher costs, nore
restrictive settings, i ncl udi ng hospitalization

nur si ng home placenent and incarceration.

The Board asked that the subcommttee as they review
progranms, do so based on the follow ng principles:
e Al Alaskans have the basic hunman need to achieve
and maintain the highest possible Ilevel of
i ndependence.
 The State has a responsibility to address the
basi ¢ human needs of individuals who do not have
ot her means to neet those needs on either a short
or | ong-term basis.
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* Support levels should be sufficient to allow
individual to live with dignity in the community

e Prograns should be readily accessible to eligible
appl i cants.

e Prograns and services should be nanaged to pronote
ef ficiency and maxi m ze resources.

MR. HOGAN reconmended they review the prograns in a thoughtful
manner .

* None of the proposed changes have a negative inpact
on the ability of participants to neet basic |iving
needs.

* Review of the prograns should be on a program by-
program basi s.

* No major changes should be nade w thout neaningfu
i nput fromthe programrecipients.

MR. HOGAN said he firmy believes that as a provider they have an
obligation to the taxpayers of Al aska and the |legislature to make
sure they are getting the best bang for the buck. He said they
are concerned about access.

In many instances publicly funded prograns are the only
source of health care for many Al askans and that's not
entirely true for a nunber of folks who have no
insurance at this point. Wthout Medicaid and other
publicly funded health care progranms, many persons
woul d have not hi ng.

He enphasized the inportance of treating nental illness and
mental health care in a simlar way to physical health. The
Surgeon GCeneral's Report on Mental Health from 1999 - 2000

advocates strongly for states passing nental health parity
|l egislation and the federal governnent just passed a nental
health parity | aw

He wanted to comment on Representative Dyson's suggestion to
begin looking at integrating primary care nental health and
substance abuse. Mst nental health and substance abuse providers
feel that nmakes a | ot of sense and many comrunities need a one-
stop shop where people can go and get everything they need
wi t hout bei ng shuffl ed.

Al so, many nental health providers have undertaken an effort to
devel op corporate conpliance plans in regards to Medicaid and
Medi care fraud. They have had at |east one consultant up from
down south to help nental health centers begin to develop their
conpliance limts. The Medicaid regulations are very conplicated

SENATE HES COW TTEE - 58- Novenber 8, 2001



and they are equally conplicated for providers to conply with

As a Mental Health Board nenber, they are concerned about out-of-
state placenent for kids. There are about 250 kids for about $14
mllion.

W are committed to develop in-state capacity to keep
kids in Alaska close to their own hones. It's pretty
difficult to do famly therapy with a kid and try to
reunite a child with their famly of natural origin if
the kid is in Idaho or Montana...

MR. HOGAN next conmmented on the disabled and his best guess at
preval ence of nentally disabled in Alaska is about 24,000
i ndi viduals or about 4% of the population. If the 75,000 figure
is accurate, it mght be safe to say about a third of those are
ment al | y di sabl ed.

An unidentified person asked how many were related to fetal
al cohol syndrone.

MR. HOGAN guessed about 10 - 15 percent, but it could be higher.

M5. LILA BERRY, Manager, Circle of Care, said she wanted to
di scuss care coordination. She explained that Crcle of Care
began about 12 years ago in response to a community tragedy where
an elderly woman who |ived by herself had many people involved in
her care, but no one really knew about her day-to-day activities.
So there was no coordi nation. She died and was found several days
| ater.

M5. BERRY said that geriatric care coordinators can be found in
all parts of the United States and many parts of the world. They
assist seniors and adults with physical disabilities with doing
screenings, consultation and assessnents to help people get
t hrough mazes of eligibility. She helps them problem solve and
obtain services so that they stay as safe and healthy as
possi bl e. This may nean assisting seniors who cannot afford their
current housing, their food or their nedication and protect them
from financial exploitation

TAPE 01-50, SIDE B
M5. BERRY conti nued:

Hundreds of seniors and disabled person benefit from
t he choi ce waiver program and as our senior population
is rapidly growing and is predicted to continue to
grow, we need to enhance and inprove our nenu of
services for seniors and for those with adult physical
disabilities, but there are gaps in services for people
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with chronic illnesses. The safety net for people who
are chronically ill is inadequate to neet the needs of
our residents. There is the person who night be $10
over Medicaid or have a chronic illness that's not
covered by the PMO For exanple, if you have a
respiratory illness, you're out of luck. You re not
covered. O there mght be the person who hasn't worked
enough quarters to be eligible for disability under

[ i ndisc].

Oregon is one exanple of innovative ways to neet the
needs of the chronically ill who mght not be eligible
for traditional Medicaid. | am asking that sone
consideration be given to this population with one
area, the people with respiratory illnesses who are not

currently eligible for Medicaid.

M5. KRIS MOORE, Wasilla parent, said she has four children, two
have been adopted fromwthin the famly. She said that parents
should plan to have their children and nmake sure they have
coverage before they have children. Neither she nor her husband
have jobs that offer reasonable health insurance and she was
recently unexpectedly laid off. "Many famlies experience these
kinds of unexpected transitions.ln the case of a nedical
enmergency or for the necessary basic care during these tinmes, we
woul d be set back financially for years were it not for Denal
Kid Care coverage."

CHAI RVAN GREEN asked if she had received a nessage about Denal
Kid Care.

M5. MOORE replied that she hadn't specifically heard anything.

CHAI RVAN GREEN said that tonorrow s discussion was going to be
about how to find alternative nethods of health insurance and get
coverage in places. She did not think the Denali Kid Care node
is the ideal nodel. She said it mght need to be retooled where
people have the ability to participate in the selection, the
types of coverage and phase into a regular health insurance
policy. She did not want to strip the Denali Kid Care. She said,
"The CHIPS Programis in probably going to be changed. Wat does
that do to Denali Kid Care when it conmes down from the feds to
us? I don't know. It's a dilenma."

M5. MOORE responded that her point is that they need to nmake sure
they are considering the resources parents and famlies receive
in these progranms. She urged themto find a way to deal with the
fraud issues.

M5. ELAINE MANNI NG said she has a Mdicaid waiver. Before it
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canme, she and her husband didn't know if they could stay in their
home where they want to be. "If we could keep, for instance, 100
people in their honme where they want to be, we would save our
state mllions of dollars and I think we're going in the right
direction..!

M5. MONTA FAYE LANE, President, Al aska Caregivers Association

said the assisted living homes are far nore cost effective than
they realize. SB 73 had a |lot of support in the |legislature, but
now it seens that people want to change the intent, which was to
give providers a raise in the daily room and board rate they

receive for taking care of indigent and elderly people,
al coholics, chronically nentally ill, etc. She explained that
when she worked with Senator Mke MIler on this bill, they were

recei ving $34.50 per day room and board to care for these people
and they figured it should be $150 per day. There was no Medicaid
noney at that tine. It was increased to $50 per day in 2000. In
2001 it went up to $60 and in 2002 it will be $70. She said that
the State wants to take away 60 percent of that. "That's going to
make us receive for roomand board for these people |less than the
1982 $31.90."

Additionally, people are being kicked out of hospitals quicker
and sicker than they ever have before in the history of the
United States. She said, "I can't see why they can't figure out
what a savings assisted living is to the State of Al aska when you
set and | ook at the nunbers.™

M5. LANE told the conmttee that she was taking care of a
quadripl egic patient for $3,500 a nonth and he was ki cked out of
a nursing honme that was chargi ng $15, 000. He was an al coholic and
there was no way to recover any danages he did to their hone. She
couldn't just kick him out and continues to take his abuse. She
asked that the |egislature:

Redefine the way they handle the Mdicaid Program of
the PA nunbers. Wen | talk about PA nunbers, |I'm
tal king about getting paid that little $68.41 a day. |
had to wait 180 days to get ny noney and | think that's
atrocious. |'m supposed to carry the State of Al aska on
nmy back?

M5. MARY OLSON, physical therapist, said she worked for 25 years
with children and serves on the National Board of the Anerican
Physi cal Therapy Association's Pediatric Section. She got an e-
mail stating the commttee was going to address the Denali Kid
Care Program and she sees the inportance of the program to the
Medi cai d wai vers. Her first job as a physical therapist was in a
boardi ng school for kids 5 - 21 years old because they had a
physi cal disability. The requirenment was that they had a physi cal
disability, but intellectually normal. She has since worked with
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other famlies where the Medicaid waivers have nmade it possible
for patients to be at hone.

The inportant thing is that the services be financially
accessible to all children, particularly. I'ma strong
believer in early intervention. That's where were going
to make a difference and a kids life..and to pregnant
wonen..Stop these probl ens before they occur.lf they are
there, get these kids on as soon as possible doing the
best they can.

M5. OLSON said in her private practice that regulation and
paperwork are two-thirds of her cost. "If | would just get paid
for the work | do and | love to do, | would be thoroughly
satisfied, but you' ve got to pay ne for that other stuff you nmake
me do."

M5. COLSON asked if Medicaid in schools had been addressed. She
said there are many ways peopl e receive assistance and there was
no coordination or any one to take ultimate responsibility.

M5. SUE DROVER said she was not representing anyone and wanted to
tal k about Denali Kid Care. Her son tried to commit suicide 14
nmonths ago and the doctors said he needed |ong-term care. She
woul d have had to take himhome where he woul d have to be watched
all the tinme, because she could not afford to send himto a | ong-
term facility. Fortunately, he qualified for Denali Kid Care
allowing himto get the treatnent and round-the-clock care that
he needed and she felt that was the only reason he was alive
today. She requested that they fund an in-state residential
treatment center. She said there is no alcohol or drug abuse
i nvol ved in her son's case.

CHAI RVAN GREEN asked soneone from the Departnent if he knew of
any those facilities were being planned. He answered that there
are two facilities in-state that are long-term - North Star
Behavioral Health and Alaska Children's Services Center - and
Providence in short-term

CHAl RMVAN GREEN asked if the two long-term facilities were
residential. He answered that they are and added that they have
vacanci es.

M5. DROVER said that at the tinme it may have been an availability
issue at the tine, but now he is so ingrained with the treatnent
and doing well in Uah that he wouldn't want to | eave.

CHAI RVAN GREEN thanked her for comng in and added that she
t hought they woul d be hearing nore about these facilities.

M5. DROVER added that if anything happens outside of the
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facility, that their regular nedical insurance takes care of it.
Denali Kid Care covers the residential facility fees which are
about $9, 000 per nonth.

M5. RUTH TITLER said she is a 61-year old diabetic and had been
dependent on insulin for 52 vyears. She has other ngjor
conplications directly related to the di abetes. About three years
ago, her physician requested that Crcle of Care evaluate her
needs at hone. It was determ ned that she needed additional help
wi th showers, cooking and |aundry. Once she was approved by the
Choi ce Labor Program life becane better. Her care coordinator
contacts her at least twice a nonth - one of themis a face to
face visit; they nonitor how her outside help is doing. Her
famly lives in the Lower 48 and Circle of Care has given her
enotional support as well, which is very inportant in a person's
outl ook on life.

M5. TITLER said because the state opted out of the Social
Security System she is denied disability and doesn't qualify for
Medi care until she is 65. "If it was not for a Choice waiver,
Medicaid and Circle of Care, | believe | would not be able to
mai ntai n i ndependent |iving.."

She supported continuing Medicaid noney to those who need it
nost .

DR. DAVID ALEXANDER, physician nenber of +the Medical Care
Advi sory Commttee (MCAC), said he faxed them a copy of his
comments. The main thing is that the State Medicaid Program has
been closely reviewed by the MCAC with Bob Labbe neeting wth
them for two days four tines a year. This Commttee canme up with
sonme recommendations. The first one was: "It ain't broke; so
don't try to fix it. Beyond that, it can clearly be tweaked and
i mproved. "

As an exanple, he said there is noney spent for disaster dental
care for adults, but if you' re going to do that, there should be
sone way to fund preventive care as well, because it's a |ot
cheaper in the long run. He said second, the issue of paynment for
transportation charges needs review, it's unclear why the state
is trying to be fiscally conservative and insist on paying top
dollar for air tickets, because tickets can only be purchase if
they are totally refundable so they have to wait until the |ast
mnute to buy it.

Speaking as a pediatrician, he said the federal governnment is

proposi ng  cost neutr al health insurance flexibility and
accountability waivers that will allow coverage for nore adults,
but only contracting the anmount that's available to children
(because it has to be cost neutral). In addition, sone of the

current Medicaid noney would have to go to set up the program
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which is conplex. He thought it was poor economc policy to drop
people from the program when they finally get just above the
poverty | evel.

MR. DENNI'S DUNN, Principal at Kenai Alternative H gh School, said
that he is here to represent the voiceless. He has about 75 kids
and about a third of them a different tines qualify as honel ess
and well over half of his population utilize the Denali Kid Care
Program

Wthout this program it's unquestionably clear that
they would not get the nmedical services that they are
now provi ding. Now these students have access to vision
services, general nedical care and nental health care.
In addition, sone of our students are al so parents that
have children. In many cases both the student and our
school as well as their child is a recipient of the
Denali Kid Care. | just cannot enphasize the difference
this is making in the lives of these kids. These are
ki ds who have nowhere to go, no access to any kind of
heal th care, whatsoever until this program cane al ong.

MR. DUNN said a couple of problems he had with his kids is that

several providers are reluctant to take Denali Kid Care, in
particular dentists. He said sone psychol ogists are now being
allowed to bill. Also, many of his kids are on their own, but

they can't be seen unless they have soneone who is over 18. |If
they have a Denali Kid Care card, it would help if they could go
wi t hout sonmeone 18 years old. He strongly supported continuing
t he program

CHAI RVAN GREEN t hanked hi m and said that enmanci pati on was anot her
i ssue they woul d have to deal with.

SENATOR TAYLOR said, "There's a whole series of things we need to
take up, Madam  Chai r nman. When it comes to parental
responsibility, the idea of a throw away kid in Al aska is nore
than offensive to ne..!

CHAI RVAN GREEN t hanked everyone for their testinony and adjourned
the neeting at 5:05 p. m
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