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Di vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Provi ded information regardi ng the DHSS/ DVA
I nternal Control Over Medicaid Paynments Audit.

ACTI ON NARRATI VE

TAPE 03-3, SIDE A
Number 0001

CHAIR RALPH SAMUELS called the Joint Conmittee on Legislative
Budget and Audit neeting to order at 7:02 a.m Menbers present
at the call to order were Representatives Sanuels and Hawker,
and Senators Ben Stevens, Bunde, W]Iken, Hoffman, and G een.
Representative Kerttula and Senator Therriault arrived shortly
t hereafter.

APPROVAL OF M NUTES
Nunmber 0048

REPRESENTATI VE HAWKER made a notion to approve the mnutes of
March 27, 2003.

CHAIR SAMUJELS asked whether there were any objections. There
bei ng none, the mnutes fromthe neeting of March 27, 2003, were
approved as read.

OTHER COWM TTEE BUSI NESS
Nunber 0123

CHAI R SAMJELS announced that at the last neeting [neeting of
3/27/03] the conmttee released the Departnent of Health &
Soci al Servi ces, Division of Medical Assistance, I nt erna

Control Over Medicaid Paynents audit report, dated January 31,

2003, to the public. Chair Sanuels referred to his letter of
April 2, 2003, which indicated that the comrittee was not happy
wth the tone and sone specifics regarding the departnent's
response to the audit, adding that he appreciated Conm ssioner
Glbertson's letter of April 4, 2003, which clarified and
revisited sone key points.

Nunber 0142
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JCEL G LBERTSON, Conm ssioner, Departnent of Health & Soci al
Services (DHSS), introduced John Gaisford, the new Director of
the Division of Medical Assistance (DMA) and Jack Nielson,
Executive Director of the Medicaid Rate Advisory Conmm ssion. He
said the audit was extensive and consuned nmany nonths during the
| egislative interim and brought forth recommendations of value
for inproved managenent of the Medicaid program

Nunber 0210

COWMWM SSI ONER G LBERTSON stated that he probably had not devoted
sufficient attention to the audit response that was submtted to
the commttee, which was why he had submitted an additional
docunent [letter of April 4, 2003]. He said the business of
health care is trenmendously conplicated, which likely explains
the notivation for staff's Jlengthy response to the audit

reconmendations - a response that provided too nmuch detailed
information while failing to adequately address the fundanmenta
i ssues that were raised in the audit. Those sane enpl oyees have

spent hundreds of hours during the past year in preparation for
a new H PAA [Health Insurance Portability and Accountability
Act] system and for the procurenment of a new clains processing
system for the Medicaid program The new system when approved,
will replace the 1970s architecture of the current conputer
system and prom ses technol ogical advances for better health
care managenent, as it includes an enhanced decision support
system i ncreased web- based capabilities, and greater
flexibility regarding program controls.

Number 0440

COWM SSI ONER G LBERTSON said not only does he agree with the
audit recomendations, but prior to the audit report, he had
initiated activities to inprove the Medicaid program He said
t hat t he adm ni stration IS currently i npl enenti ng many
i nprovenents regarding the admnistration of an efficient
Medicaid program that provides quality health <care while
saf eqguardi ng general fund dollars. He referred to the three
| egislative itens introduced by the governor: 1) freezing the
annual COLA [Cost of Living Allowance] for higher-incone
eligibility groups involved in Mdicaid, 2) elimnating the
options list so there wll be nore flexibility for cost
containment wthin the departnent, and 3) elimnating the
advisory rate comm ssion and allowing for facility rates to be
established by regul ation.

Number 0523
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COMWM SSI ONER G LBERTSON  continued that reorgani zation is
underway within the departnent to strengthen the programatic
and financial accountability of the Medicaid program The new
structure will include the Ofice of Program Review, to provide
financi al oversight and coordinati on between divisions, maximze
federal fund contributions to the program and reduce general

fund expenditures. It will also assure that each division has
active efforts pronoting program integrity and accountability.
There will be a departnment-wi de fraud coordinator working wth

fraud enforcenent in the Departnent of Law, and wth fraud
investigators within a nunber of progranms such as Medicaid and
publ i ¢ assi stance.

Nunber 0611

COWMWM SSI ONER G LBERTSON explained that the reorgani zation wl|

stream ine business practices and focus on enhancing custoner

service while working in coordination wth faith-based
organi zations. The Ofice of Rate Review will|l be established to
coordi nate Departnment of Health & Social Services (DHSS) rate-

setting functions. Wthin the Division of Health Care Servi ces,

which Director Gisford will be overseeing, quality managenent

in acute care settings wll be addressed, involving provider
audits, nedical reviews, and establishing [external review
systens]. There will also be enhanced capabilities to maxim ze
third-party liability for financial recovery for health care
services and the assurance of high-quality, cost-effective
service delivery to individuals who receive services from the
Medi cai d program

Nunmber 0643

COM SSI ONER G LBERTSON stated that the departnent supports
Senator Geen's efforts to pass fraud-and-abuse enforcenent

| egislation. This new legislation will direct the departnent to
i ncrease the nunber of external audits, to increase enforcenent,

and also to decrease erroneous paynents. He said he also
intends to issue a new contract for provider audits shortly, and
will retain an experienced person within the Ofice of Program
Review to oversee the quality assurance functions within each
division - that person wll be the departnment-wde fraud

coordi nat or.

Nunber 0724
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COWM SSI ONER G LBERTSON said that nmuch of the effort to inprove
accountability focuses on provider education and training
regarding record keeping and billing. He referred to prior
conversations wth Representative Hawker about the |evel of
Medi caid fraud nati onwi de, noting that the statistics may or nay
not apply to Al aska but that a better understanding is needed of
what the rate of fraud is in the state. He said "we do know
that we have a relatively small nunber of providers, and we know
nost of them personally."

Number 0757

COWMWM SSI ONER G LBERTSON pointed out that facilities in Al aska
are limted; there are 19 hospitals, 15 nursing hones, and many
providers of the "nmom and pop variety" - snall pharmacies, solo
practitioners, and clinics. The mgjority of providers are not
attenpting to defraud the state but are dealing wth other
probl ens such as staff turnover and an untrained billing staff.
He enphasized that the departnent nust do a better job of
providing education to providers so that accurate clainms are
submtted the first tine.

Nunmber 0809

COWM SSI ONER G LBERTSON suggested that many parts of Al aska have
access problens due to too few providers, which is why the
departnment wll be working to build capacity. There were
references in the audit report to General Accounting Ofice
(GAO reports on the high risk of Mdicaid prograns for fraud.
On a nunber of occasions the report cites that high risk in
Medi caid fraud includes the inappropriate use of funds in inter-
gover nnent al transfers such as ProShar e and Fai r Shar e
arrangenents. These financing concepts have been used by the
state for decades and are allowed by federal |aw and regul ation
He said that Alaska wll continue the waiver prograns, and noted
that according to the GAO report, waiver prograns have increased
federal liability because states have used Medicaid dollars to
tackle difficult issues such as immgrant health care.

Number 0901

COMWM SSIONER G LBERTSON  sai d he understood the federal
governnent's desire to control federal spending, since there are
other priorities and a lot of conpeting interests for federal
nonies, and that it's equally clear that states want to naxim ze
the anount of federal funds, especially during an economc
downturn. He offered the perspective that the adnministration is
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commtted to | ooking at ways to continue to refinance as nuch as
possi bl e, saying that the governor's budget submittal includes

$19 million of general-fund savings through the refinancing of
grants. He noted that there are activities that neet wth
conpliance under the ProShare arrangenent - an approved plan

with the federal governnent, submtted through the Region 10
Ofice - and that those activities would continue.

Nunber 0947

COWM SSI ONER G LBERTSON nenti oned one caveat was that the state
should not mx efforts to optimze federal funds wth
conpromising on Mdicaid program integrity. He said the
departnment will ensure that health care funds are spent
appropriately and that funds are dedicated toward providing care
and not to providing undeserved riches to providers.

Nunber 1013

COM SSI ONER G LBERTSON then referred to the 13 recommendati ons
outlined in the audit report. He read the foll ow ng:

Recommendation No. 1. DVA's health and prograns
manager should review MMS [Medical Managenent
Informati on Systen] administrative controls and edits,
and the related disposition policy, in order to better
utilize the paynent systems capacity to evaluate
cl ai ns.

Comm ssioner G | bertson responded that the departnment concurs
and needs to review admnistrative controls and edits to ensure
appropri ateness, consistency, and the pronotion of paynent for
only valid and nedically necessary cl ai ns.

COW SSI ONER d LBERTSON read Recommendati on No. 2:

Recommendati on No. 2: DVA's provider and beneficiary
servi ces manager shoul d devel op and inpl enment stronger
Medi caid provider enrollnment controls consistent with
Federal regulations and to prevent enrollnent of
unqual i fi ed service providers.

Comm ssioner Gl bertson responded that the departnent concurs
and nust take steps to ensure that required disclosures of
crimnal convictions are nade. The departnent endeavors to
enact an agreenent with [the D vision of Occupational Licensing]
to receive tinmely information from licensing board activities.
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In addition appropriate processes will be reviewed in order to
suspend inactive providers.

Nunber 1056
COMM SSI ONER G LBERTSON read t he next reconmendati on:
Reconmendation No. 3: DMA's health program and policy

manager shoul d strengthen controls over transportation
cl ai ns.

Comm ssioner Gl bertson reported that the departnent concurs and
will review recomendations of the auditors.

COW SSI ONER d LBERTSON read Recommendati on No. 4:

Recommendation No. 4: The Dy rector of DVA should
evaluate the costs and possible savings that my be
involved in various admnistrative alternatives to
managi ng non- emergency transportati on costs.

Comm ssioner G | bertson responded that the departnent again
concurs and nentioned that included in the governor's budget
submttal to the |egislature were savings associated with noving
towards a transportation brokerage service for non-energency
care. He stated that the departnent wll act upon the
recoomendation and wll initiate a transportation brokerage
service for non-energency services.

Nunmber 1146
COW SSI ONER @ LBERTSON addr essed t he next recomendati on:

Reconmendati on No. 5: DVA's director should direct
resources to assist the Progranf Recipient Review
(PIRR) section to develop a conprehensive case
managenent system to better manage the operations of
this inportant internal review function.

Comm ssioner G| bertson said the departnment concurs and that the

"deci sion support systent in the enhanced MMS will provide the
tools necessary for enhanced tracking and nonitoring. He
explained that the departnent is currently a "bystander" in a

litigation effort between two conpeting providers, Electronic
Data Systens Corporation (EDS) and First Health Services
Corporation ("First Health"), and involves a dispute over the
"Al aska Bidders Preference.” He said that the new systemis not
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currently on line because litigation has del ayed the
departnment's ability to inplenment the new contract.

Nunber 1230
COWMW SSI ONER d LBERTSON referred to Recommendati on No. 6:

Reconmendati on No. 6: The director of DVA should
carry out a conprehensive risk assessnent to estimate
the level of inproper Medicaid paynents that nay be
associated wth different types of services and
provi ders.

Comm ssioner G | bertson responded that the departnment concurs
that a conprehensive risk assessnment would provide insight into

where audit and inspection efforts should be focused. He
reiterated that the decision support system of the new MM S
systemw || provide the necessary tools for further cost-benefit
assessnent.
Nunber 1258

COWMW SSI ONER d LBERTSON referred to Recommendati on No. 7:

Reconmendati on No. 7: DVA's director should provide
for a full-time, ongoing service provider audit
function.

Comm ssioner Gl bertson said the departnent concurs and is
currently preparing another audit contract.

Number 1309
COWMW SSI ONER @ LBERTSON read t he next recommendati on:

Reconmendation No. 8: DMA's director should inplenent
nore aggressive nonitoring of problem providers,
particularly prepaynent review of clainms, and utilize
adm nistrative renedies to prevent abusive and
unsupported billing practices.

Comm ssioner Gl bertson said the departnment concurs that the
aggressive nonitoring of problem providers can be an inportant

tool in preventing abusive and unsupported billing practices.
Clains should be paid only to qualified, enrolled providers for
services rendered to eligible persons. All clainms are subject
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to nunmerous edits, and sone services are preauthorized before
bei ng rendered.

Number 1339

COW SS|I ONER @ LBERTSON referred to Reconmendati on No. 9:

Reconmendati on No. 9: DMA's manager of the provider
and recipient review unit should inprove the
confirmation of service provision process and utilize
the process to nonitor providers in a risk-based
manner .

Comm ssioner G | bertson reported concurrence, saying that 400
random letters are sent nonthly to recipients, inquiring if the
rendered service was actually received. The current MM S system
is of 1970s technology and is incapable of incorporating
reconmmendations such as focusing on specific provider types,
geographic location areas, or specific providers, wthout costly
r epr ogramm ng. He said the departnent has recognized this need
and is looking forward to the inplenentation of the new system

Number 1422

COVMM SSI ONER @ LBERTSON t hen addressed Recommendati on No. 10:

Reconmendat i on No. 10: DVMA  Medicaid policy
adm nistrator and DVHDD s [Departnent of Mental Health
& Devel opnental Disabilities] program adm nistrator
shoul d address honme and community-based (HCB) agency
paynent rate issues to ensure costs paid are
reasonabl e and cont ai ned.

Comm ssioner Gl bertson reported concurrence and stated that
upon conpletion of a cost-study, this recomrendation would be
pursued further.

Nunmber 1436

COW SS|I ONER @ LBERTSON read t he next recommendati on:
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Recommendati on No. 11: DVHDD program managers shoul d
adopt regulations requiring the business relationship
between the care coordinators and hone care conmunity
service agency providers are nmuintained at arnis
| engt h.

Comm ssioner G lbertson said the departnent recognizes the
potential conflict of interest and that the Division of Menta

Health & Developnental Disabilities (DVHDD) has sought and
obtained funding for increnental inprovenents including working
with the Devel opnent al Disabilities (DD) Systens Reform
Initiative, providing additional care coordination training, and
working with the Real Choice Systens Change grant, all of which
will alter the present system structure. He said consideration
is being given to noving the assessnent function and plan of
care developnment to an adm nistrative capacity, adding that he
t hought this would assist in reducing the nunber of erroneous
paynents.

Nunmber 1523

COWM SSI ONER d LBERTSON addressed t he next recommendati on:
Reconmendati on  No. 12: The legislature should
consider adopting specific crimnal statutes related

to Medicaid fraud to enhance the Medicaid Fraud
Control Unit's effectiveness.

Comm ssioner Gl bertson stated that the departnent is review ng
| egi sl ative proposals; the departnent and the adm nistration are
supportive of Senator Geen's efforts to provide crimna
sanctions regardi ng Medi caid fraud.

Nunber 1542
COWM SSI ONER G LBERTSON read the final recomrendation:
Reconmendati on No. 13: The l|egislature should include

program integrity "mssion and neasures"” statenent and
performance objectives for DVA

Comm ssioner Gl bertson said the departnment concurs conpletely
and is looking forward to working with the legislature to
devel op m ssions and neasures for the departnent.

Nunmber 1606
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CHAIR SAMUELS questioned the tineline for the internal audit
function.

Number 1641
JACK NI ELSON, Executive Director, Medicaid Rate Advisory

Comm ssion, Division of Mdical Assistance (DMA), responded that
a request for proposals (RFP) is currently being worked on and a

contract will Ilikely be in place by August or Septenber if
"things go well" and qualified auditors are |ocated.
Nunber 1715

CHAI R SAMJELS t hen asked what the tineline was regarding the new
sof tware system

Number 1730

COWMWM SSI ONER G LBERTSON replied that regretfully, he could not
answer that question. He explained that the departnent had gone
through a clean procurenent for a contract that was awarded to
First Health. However, EDS, also a |large Medicaid fiscal agent,
had a dispute over the Al aska Bidders Preference - a preference
given to Al aska-based corporations - and the choice to litigate
has del ayed finalization of the contract because the departnent
is currently a bystander in litigation between EDS and First
Heal t h. He said that the departnment is stuck with the court's
schedul e regarding the decision as to whether the preference is
constitutional or unconstitutional.

Nunber 1824

COW SSI ONER Gd LBERTSON further explained that initially the
contract was awarded to First Health and was certified as a

clean procurenent by the Departnent of Admnistration. The
departnment went through the nornmal process - negotiating to
actually hamrer out the contract. He said he thought the

contract was even subnmitted to the federal governnent for review
but then the departnment received a court order to not enter into
the final agreenent; essentially, the departnent is involved in
litigation between two parties, each believing that it should
rightfully have the contract.

MR. N ELSON noted that <currently the superior court has the
di sputed contract under advi senent.

Number 1906
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SENATOR HOFFMAN referred to the departnment's concurrence wth
the auditor's recomendations and findings; he asked if the
timeframes for inplenmentation, inclusive of both starting dates
and conpl eti on deadlines, could be provided in witing.

Nunber 1952

COW SSI ONER G LBERTSON suggested that the tinelines would be
different for the differing recomendations. He stated that the
review [of tinelines] would be submtted to Senator Hoffman's
office as well as to the commttee.

Number 2003

SENATOR BUNDE suggested that enblematic of the initial response
and the philosophical bent behind it was the term "retroactive
prior approval” and asked, "Could you delve into that a little
bit."

CHAI R SAMUJELS enphasi zed Senator Bunde's comment, saying, "That
phrase is why we are all here, to be perfectly honest. ... Wen
that phrase cane up, it was tinme to have a chat."”

Nunber 2108

COM SSIONER G LBERTSON said he did not really have a good
answer and responded, "I don't think you'll hear that term again
from us." He said the departnent reviews paynents when clains
are submitted, and on the front end, edits are made to verify
that there are clean clains. In addition, post-paynent reviews

are done on a nunber of claims.
Nunber 2132

SENATOR HAWKER referred to previous conversations that he had
with Conm ssioner Gl bertson, saying he was convinced that the
conmmi ssioner was commtted to doing what had to be done to fix
probl ens that had been inherited. He asked if the conm ssioner
had the resources available to do the work needed to fix those
problens and asked if there were any systemic problens that
woul d i npede departnental efforts to nove forward.

Number 2222

SENATOR HAWKER then acknow edged that the departnment is huge,
noting that it's the largest departnent in the State of Al aska
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and is extraordinarily conplex, as evidenced by the nunber of
acronyns that were referenced in the report. He asked if there
were inside resources available or if additional outside funding
woul d be necessary to really address the problens that exist.

Nunmber 2305

COWM SSI ONER d LBERTSON responded that the departnment doesn't
have resource problens in terns of dollar anounts, but
technologically doesn't have the resources to address every
problem in the audit report, explaining that wthout the new
system it's difficult to enact a nunber of the reconmendati ons.
He said the admnistration's position is to take the path
| eading to having a contract in place in the quickest period of
time and that the Departnment of Law is working to represent the
state's interest.

Nunber 2413

COWM SSI ONER G LBERTSON continued that nuch of the work the
departnment plans on doing wll be funded through savings
associated with departnmental activities. He nentioned projected
savings in the governor's budget from having a transportation
brokerage service and from having greater fraud-and-abuse
enf or cenent . He noted that savings in the governor's budget
submttal reflect a decrease in projected total savings to the
state because the submttal includes the costs associated wth
enhanced fraud-and-abuse enforcenent.

Nunmber 2516

COM SSI ONER G LBERTSON  added  that obvi ously, addi ti onal
resources are always appreciated, but said that wthin the
governor's budget submttal, he thought the necessary funds
would be available to nove forward on the majority of the
reconmendati ons contained within the audit finding. He inforned
the conmmttee that an Ofice of Program Review and an Ofice of
Rate Review will both be established within the departnent. In
addition, there wll be a departnent-w de fraud-and-abuse
coordinator and a talented team of individuals to work on re
financing efforts to generate the necessary resources to carry
out other activities. Conmi ssioner G | bertson added that one
caveat that was that the new conputer system needed to be put in
pl ace.

Nunber 2622
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SENATOR GREEN questioned if, in the commttee process, there was
a nechani sm by which the letter submtted from the comm ssioner

could be incorporated as part of the audit - either to replace
the original response, or to make it an addenda item so as to
refl ect the departnment's intention and to include the

comm ssioner's coments.

CHAIR SAMIJELS said that the conm ssioner's response wouldn't
replace but could certainly be added to the audit as an
addendum

Nunber 2646

SENATOR GREEN noved that the commttee [adopt the additional
response by Conm ssioner Glbertson in a letter dated April 4,
2003, as part of the audit materials pertaining to Audit Control
Nurber 06-30018-03].

CHAI R SAMUELS asked if there were any objections. There being
none, it was so ordered.

Number 2706

CHAIR SAMIJELS referred to Commi ssioner Glbertson's letter of
April 4, 2003, noting that the response to Recommendati on No. 3,
read in part, "In particular, items 2 through 5 could be
inmportant tools in strengthening...."” He referred the commttee
to page 45 of the actual audit report and suggested that item 1
"verification of services" was perhaps the nost inportant of the
reconmended itens. He questioned why item 1 was not specified
in the conm ssioner's response and also asked when a plan to
reduce transportation costs woul d be devi sed.

Nunber 2802

COMWM SSI ONER G LBERTSON replied that it nay have been due to
poor drafting in ternms of |anguage, but the separation [between

item1l and itens 2 through 5] was due to a tine difference - it
is easier to inplenment itens 2 through 5 than it is to inplenent
item 1. He said the departnent agrees with and wll nove

forward on itens 1 through 5, and predicted that the departnent
woul d nove forward on the transportation brokerage service very
quickly, as it is already included in the governor's budget for
FY 2004. He said the service is primarily for non-energency
transport of Medicaid patients and is an easy savi ngs.
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COM SSI ONER G LBERTSON responded to Chair Sanuels' question
regarding tinelines and said that the departnent is projecting
i npl enentation wthin the next fiscal year, wth plans to

realize savings in the governor's budget. He added that the
depart nment IS novi ng internally on t he transportation
initiatives, and was doing so even before the audit
recommendati ons had been released. Comm ssioner G | bertson
noted that regarding item 1, the departnment supports the
reconmmendati on, but acknowl edges that it will take nore tinme to

integrate that into the system
Nunber 2952

SENATOR BUNDE commented on attending a briefing by U S. Senator

Ted St evens sever al years ago regarding the use of

telenedicine, and said that he would like to have an update on
that topic. He then stated that coincidentally, he had just

received an e-mail from a constituent who worked at a nedical

facility, indicating that there is an incredible problem wth
Medicaid recipients' neeting their appointnents. At that

particular office, Medicaid appointnents are just not nade
anynore because beneficiaries are allowed to show up on a wal k-

in basis due to their habitually nmaking appointnments and not

showi ng up, thereby causing an expense to the office. Senat or

Bunde noted that people are on Medicaid because they don't have
noney, and he asked whether the departnment would "charge them
for the transportation® if people did not show wup for

appoi ntnments. He suggested that perhaps the PFD [ Pernmanent Fund
Dividend] could be a source, saying that "you can't stop
provi di ng nedi cal service."

Nunber 3114

COMM SSI ONER G LBERTSON responded to the first guestion
regarding telenedicine and said that obviously U'S. Senator Ted
Stevens was instrunental in noving forward on the AFHCAN
[ Alaska Federal Health Care Access Network] system which is
noving aggressively to establish the telenedicine structure
t hroughout the state. He said the departnment has noved forward
on rei nbursenent for tel enmedicine services and he believes those
regulations are finished, as the departnment s currently
rei mbursing for tel enedi cine services.

Number 3148

COW SSI ONER G LBERTSON continued that obviously savings are
involved with not having to transport people for nedical
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conditions to Anchorage, in particular, from rural communities.
He said that a lot of telenedicine services involve federal

beneficiaries, individuals technically wthin the old Indian
Heal t h Care System uU. S Depart nent of Def ense ( DOD)
beneficiaries, and [U. S Department of Veterans Affairs]

beneficiaries, adding that a nunber of Medicaid beneficiaries,
40 percent, are Al aska Natives, many of whom live in rural
comunities. He stated that there are ways in which
tel emedicine services can be better wutilized, and doing so
involves working with US. Senator Ted Stevens to build up
capacity in the state.

Number 3326

MR. N ELSON responded that there are questions about the
departnment's ability to "kick soneone out" of the Medicaid
program He said there are new regulations in effect, and as of
March 26th, sonme authority is being given to look at the
"recipient fraud side" of the equation. He commented that it's
not as nuch real authority as is needed, but at |east individua
cases can be |ooked at and potential solutions on individual
cases can be worked towards. Regarding the problem of m ssed
appoi ntnents, he announced that there is a focus on educating
recipients as to the inportance of showing up to appointnents;
the departnent is working with the Division of Public Assistance
to put together and to distribute panphlets that enphasize the
i nportance  of showing up for appointnents and neeting
obl i gati ons.

Nunmber 3418

SENATOR BUNDE reiterated that there is nothing that can be done
because it is synptomatic of the "free lunch syndrome” in which
people don't wusually value or have ownership when they get
"sonething for free."

Nunmber 3438

COWMWM SSI ONER G LBERTSON said that the departnent concurs wth
Senator Bunde and experiences access problems in a nunber of
different areas, dental care in particular. One of the comrents
frequently heard from providers is their reluctance to accept
Medicaid patients, not because of the rate that is paid but
because of «clients' not showing up for appointnents. He
reiterated the departnent's desire to work on this problem
noting that providers lose the ability to have paying custoners
because of allowing tinme for Medicaid clients who then don't
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show up. Additionally, he pointed out that in Senator Geen's
bill, the departnment will have greater authority to |ook towards
sanctioni ng beneficiary behavior regarding fraud.

Number 3550

REPRESENTATI VE HAWKER referred to the issue of transportation
and shared an anecdote that had been shared with him One
evening, shortly after he was elected to office, he nmet wth
hi ghly conpensated nedical professionals who worked as nedevac
contractors, who told him that an entire nedevac team had been
nobilized to bring a child and the child's famly to Anchorage
because of a "duck bite," which he explained was simlar to a
pinch on the arm Representati ve Hawker asked if there was any
kind of gate keeping that could be done to avoid nobilizing an
entire nmedevac team to bring a duck bite [victin] back to
Anchor age.

Nunmber 3656

COM SSIONER G LBERTSON replied that a key conponent to
addressing decreases in the large anpbunt of expenditures in
transportation involves building up capacity [in rural Al aska]
to allow for a greater |evel of evaluation. He reported that
the departnment has been working with the federal governnent to
have what are called "frontier extended-stay clinics" and is
buil ding up resource capacity to provide for a higher |evel of
care in the rural areas to reduce the need to nedevac
i ndi viduals to Anchorage, where the transportation costs tend to
exceed the actual cost of providing the care itself. In trying
to handle <care locally, the departnent has been working
cooperatively with the Yukon Kuskokwi m Health Corporation and
ot her Native corporations to build up capacity.

COW SSI ONER G LBERTSON pointed out that because of Al aska's
size, sonetimes providers will be far from where the i ndividua
reports a situation of harmor injury, resulting in the need to
send out additional resources. He said the departnment wants to
have a system in place in which quality resources are avail able
to rural and renote regions, but there will, in fact, be cases
in which someone is transported unnecessarily because of the
difficulty in differentiation on the front end, even with the
hel p of technol ogy and tel enedi ci ne.

Nunmber 3909
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REPRESENTATI VE HAWKER said that he was hearing that there was
not an ability to do triage in the rural areas prior to
nobi | i zi ng very expensive resources.

Number 3923

COM SSI ONER G LBERTSON replied that he didn't think this to be
correct. He said the evaluation ability exists in a nunber of
regions but not in every 560,000 square mles of Al aska. He
said the departnment 1is noving towards having sub-regiona

clinics and working towards having hub facilities and conmunity
health aid program expanding the access for primary care
services, and working through the Denali Commssion to build
primary care centers throughout the rural regions - all of which
have inproved the amount of primary care services that are
|l ocally available. The departnment currently works to create new
designations such as frontier extended-stay primary-care
clinics, which wll allow facilities to be conpensated for
provi ding overni ght services rather than having to use nedevac
servi ces. He again acknow edged that with Al aska's size, there

wll be areas where clinics won't be in place, saying that the
department wll try to build up the rural health care
infrastructure and that by working with tribal health partners,
the federal governnment w Il bear sone responsibility for costs

associated with care for Al askan Native Medicaid beneficiaries.
Nunber 4030
SENATOR BUNDE asked who aut horizes the use of nedevac servi ces.
Nunber 4048

MR. NI ELSON explained Mdicaid transportation services, saying
that for pre-authorization of non-energency travel, soneone from
the doctor's office contacts First Health and describes the
situation to a person at the pre-authorization desk, and if it
is determned that there is a nedical necessity, the trip is
pre-aut hori zed. Regarding the authorization of energency
travel, nedical professionals basically make that decision

Number 4203

COM SSI ONER G LBERTSON said that in the health care system
there is a host of unconpensated care and a variety of third-
party insurance payers, adding that there are individuals who
are eligible who aren't yet signed up for the Medicaid program
and that a wide variety of individuals who live in the rural
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areas are not Medicaid beneficiaries. He said that the |evel of
evaluation tends to be what is available, and wthin the
Medi caid program attenpts are nade to preauthorize as nmuch as
possi bl e, regarding energency and non-energency transportation
services. He said the departnent is not in the position to have
at least a mdlevel health practitioner avail able whenever an
individual is hurt, injured, or sick.

Nunber 4317

CHAI R SAMUJELS referred to the restructuring efforts and inquired
if the staff in the Ofice of Program Review would be reporting
directly to the conm ssi oner.

Number 4330

COW SSI ONER G LBERTSON said that he believed the Ofice of
Program Review was budgeted for nine positions, consisting of
the transfer of existing positions to be located off of the
comm ssioner's office and who would be reporting to the
comm ssioner [to hinself]. He outlined that the Ofice of
Program Review will include an individual to work on departnent-
wide fraud, will serve as liaison with the Departnent of Law,
and will also work with the fiscal agent, currently First
Heal th, on fraud-and-abuse enforcenent activities. The Ofice
of Program Review will have an individual working on general
program integrity outside of f raud- and- abuse enforcenent,
including work related to good custoner service and faith-based

[ organi zati ons]. He said that staff wll work to refinance
efforts of Medicaid operations and will work to refinance grants
and find additional services eligible for federal program
mat chi ng funds. The departnment wll also have individuals

wor ki ng on state plan amendnents.

Nunmber 4436

COM SSI ONER d LBERSTON continued that there will be a variety
of tasks but staff will be exclusively assigned to work on fraud
and abuse. Departnment -wi de coordination and interaction wll

occur with prosecutors at the Departnment of Law and also wth
the fiscal agent, who, he added, is actually a great gatekeeper
in trying to prevent fraudulent activity from occurring in the
pr ogram He said this effort extends beyond the Medicaid
program since there are other prograns admnistered by the
departnment, such as the Welfare to Wrk program that also have
fraudulent activities hanpering the departnent's ability to
guarantee the highest |level of programintegrity.
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Number 4524

REPRESENTATI VE HAWKER referred to prescription drug costs,
saying that he was somewhat famliar with the conmm ssioner's
budget and recognized that significant efforts have been
incorporated in the budget to control prescription drug costs.
He referred to a specific itemin the audit report on page 34
that di scusses pharnacy-di spensing fees. He noted that those
practices were outside of policy and resulted in an overpaynent
of $150,000. He read the follow ng from page 34:

Previously, providers were required to bill no nore
than once a nonth for dispensing fees. Phar macy
providers would now be allowed to bill Medicaid for
di spensing fees up to four tinmes per nonth for a
prescription for 30 days of nedication. As a result
of DMA's retroactive endorsenent of these billing

practi ces, MFCU [ Medicaid Fraud Contr ol Uni t]
term nated their investigations.

TAPE 03-3, SIDE B
Number 4624

REPRESENTATI VE HAWKER asked who retroactively endorsed this
policy and wondered if, under bargaining agreenents, people in
the departnent who had been conducting operations as docunented
in this audit report wuld be held responsible for their
actions.

Nunber 4554

COWM SSI ONER G LBERTSON said that he did not have the capacity
to answer the specifics of "who and when" right now He stated
that the division operates under the guidance of an executive
branch that nmakes programmatic decisions and he believes the
division's personnel carry out those decisions. He said he
would | ook further into this, but pointed out that a policy
decision is made when dealing with the Medicaid program and with

cost contai nnment. He stated that the Murkowski Adm nistration
is leaning nore towards being stringent on meking policy
deci si ons. Commi ssioner G lbertson said that it's not
necessarily fair to assunme that division staff are responsible
for making policy and programmtic decisions. He enphasi zed
t hat it was not his intention to blame the previous
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adm nistration, but said that sonme policy decisions had been
made and that sonme of those decisions woul d be changi ng.

Nunber 4410

VR, Nl ELSON nentioned that regarding the pharmaceuti cal
di spensing fees of 30 days versus 7 days, the departnent had
been in correspondence with a nursing honme admnistrator who
felt that the departnment should work to dispense drugs nore
frequently because of many situations in the nursing hone
wherein, through the Medicaid program a 30-day drug supply was
paid for, but early in the nonth, if the patient passed away or
if the drug changed, there was a |oss. This point of view was
that the state was wasting noney on the drugs when they were
prescribed for a |onger period of tine. M. Nielson said that
sort of input was being weighed in the policy analysis area.

Nunber 4240

COMM SSI ONER G LBERTSON said this area is being reviewed, and he
could not conmmt right now as to exactly how the department w ||
nove forward on this. He noted that there are savings
associated wth noving towards a larger wndow for the
di spensing of a drug in terns of wusing a 30-day dispensing
period for one dispensing fee and that there nay be sone areas
where the departnment can nodify the policy. He said he didn't
know if the flexibility to nmake nodifications for certain
treatment or provider settings existed. Conmm ssioner G| bertson
comented that the audit was correct regarding the policy
decision to nove towards shorter dispensing w ndows and
therefore increasing the nunber of dispensing fees that can be
awarded during a 30-day period, and he reiterated that this was
a policy decision nmade by the previous adm nistration.

Nunber 4107

COMM SSI ONER G LBERTSON reported that the departnent is working
towards cost containment within the pharmacy prograns in the
foll ow ng ways: | ooking towards adopting a preferred drug |ist,
| ooking for savings associated with drugs that are deened nore
cost-efficacious within a particular drug class, |ooking towards
expandi ng preaut horization for sone drugs that have a high rate
of abuse and also looking at ways to reduce pharnacists

di spensi ng and conpoundi ng fees. He reported novenent from an
average wholesale price (AW) of mnus-5 percent to an AW of
m nus- 10 percent. Commi ssioner G lbertson said that the
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departnent will be | ooking at the wi ndows during which drugs are
di spensed.

Nunber 4046

REPRESENTATI VE HAWKER said that he believes the conmm ssioner's
response was defending the departnent's practice regarding fol ks
who did not use the nonth's supply of drugs and said he believed
the audit division's did not support that claim

Number 4026

COW SSI ONER G LBERTSON  responded that in the auditors'
response, there was agreenent regarding costs associated wth
decreasing the dispensing w ndow and increasing the nunber of
di spensing fees that could be awarded within a particular tine
period; the overall cost outweighs the savings. He said that
perhaps the departnment could work with certain provider-types,
possibly in nursing hones, to find a way to differentiate and
clarify the policy in order to decrease the amount of waste that
exists in the system

Nunmber 3926

SENATOR HOFFMAN remarked that doctors prescribe nedicine for
arthritis, for exanple, for a certain length of tinme and that
the prescription may then change.

Nunber 3841

COWM SSI ONER G LBERTSON said that he agreed and that for acute
care facilities, including nursing hones, there are individuals
whose drug regi nen changes routinely.

SENATOR HOFFMAN suggested that in such cases, a 30-day supply
shoul dn't be prescri bed.

COMWM SSI ONER G LBERTSON agreed and suggested noving toward
differentiation in dispensing policies, dependent on the actua
provi der setting.

Number 3800
SENATOR THERRI AULT comented that when he |ooked through the
original departnental response of 32 pages, what struck him was

the sense of "protecting the palace walls" as a response to
al nost every suggestion. He said he was disappointed to see
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Janet [Clarke's] signature for Bob Labbe. He said it was "Janet
or Bob and probably other people in the departnent” who wote
portions and then pieced it together, because certain parts had
nore "attitude" than others. He asked, "Have you tracked down
who was involved in this original response?”

Number 3708
SENATOR THERRI AULT continued that he was glad that Senator G een

asked that the letter [of April 4, 2003] be included [in the
departnmental response] but said he thought that the original

| etter should also renain. He enphasized that a nessage that
came through loudly in the departnment's response was, "Wwo are
you to question my program"” Senator Therriault said he sensed

that this was not the comm ssioner's attitude, but that sonebody
el se had witten the response.

Nunmber 3623

COW SSIONER G LBERTSON said his response was not to be
construed as an excuse for the report, but explained that the
reason for the signatures was that he was out of town for two
weeks and was wunavailable for the signature. He said he
believed that Deputy Conm ssioner Labbe was also on travel when
the report was prepared and ready for signature during the
speci fied wi ndow for departnental response.

Nunmber 3538

COWM SSI ONER G LBERTSON said that he had nmade a poor decision in
having the division provide a l|large anmount of the response,
stating that the response should have been handled by the
Division of Admnistrative Services. Comm ssioner G | bertson
confirmed that the response was handl ed by individuals who had
been going through a 12-nonth, back-and-forth process wth
audi tors. He said that although the process was beneficial and
educational, it should not have continued into the actual
response letter that was drafted and submtted to the conmttee.
Nonet hel ess, that's what occurred, and as conm ssioner, he said
he had nmade an erroneous decision and that it was his
responsibility.

Number 3419
CHAIR SAMJELS thanked the commi ssioner and said that the

commttee would add the letter of April 4, 2003, as an addendum
to the report. He said the committee would be interested in the
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tinmelines on all of the [13] recommendations as well as answers
to the pharnaceutical concerns. He asked, "Wat's the
i npl enentation schedule of the entire recommendation of the
audit."

Nunmber 3355

COW SSIONER G LBERTSON said he shared the sanme interest in
maki ng sure that the departnent address the recomrendations in

the shortest anpunt of tinme possible. He said that after an
anal ysis was done on inplenmentation, a response to the conmttee
would be drafted. He reiterated that the  Mirkowski

Adm nistration is wholly commtted to noving forward and
increasing program integrity wthin the Medicaid program and
ot her cash-assistance prograns within the departnent and that
the departnment would be noving forward at an expedited pace. He
added that legislative enforcenent elenents such as Senator
Geen's legislation were necessary to acconplish the |evel of
programintegrity that is expected fromthe program

Number 3308

PAT DAVIDSON, Legislative Auditor, Division of Legislative
Audit, Alaska State Legislature, stated that because the audit
involved a federal program the findings and recomrendations
would be followed up annually as part of the statew de single

audi t . She reported that the departnent will be asked to re-
respond to the findings, probably at the end of May, and then,
until it is resolved, the commttee wll be afforded an annual

updat e. She said this would provide the departnent the ability
to address the tinelines and communicate with the commttee
about the successes achieved in inplenenting the audit
reconmendat i ons.

ADJ QURNIVENT
There being no further business before the commttee, Chair

Samuel s adjourned the Joint Conmittee on Legislative Budget and
Audit neeting at 8:10 a.m
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