HOUSE FI NANCE COW TTEE
March 31, 2003
3:25 P. M

TAPE HFC 03 — 41, Side A

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 3:25 P. M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Eric Croft

Representati ve M ke Hawker

Represent ati ve Reggi e Joul e
Representative Carl Mses
Representative Bill Stoltze
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Ri chard Foster

ALSO PRESENT

Joel G| bertson, Comm ssioner, Departnent of Health & Soci al

Ser vi ces;
and Soci al

Bob Labbe, Deputy Director, Departnment of Health
Servi ces

PRESENT VI A TELECONFERENCE

None
SUMVARY
HB 152

HB 153

An Act relating to paynent rates under the
Medi caid program for health facilities and to
budgeti ng, accounting, and reporting requirenents
for those facilities; abolishing the Medicaid Rate
Advi sory  Comm ssi on; and providing for an
effective date.

HB 152 was reported out of Conmttee wth a "do
pass" recommendation and with fiscal note #1 by
t he Departnent of Health and Social Services.

An Act repealing the statute that sets priorities
for the Departnent of Health and Social Services
to apply to admnistration of the nedical
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assi stance program when there are insufficient
funds allocated in the state budget for that
program authorizing the departnment to nmake cost
contai nnent decisions that may include decisions
about eligibility of persons and availability of
servi ces under the nedical assistance program and
providing for an effective date.

HB 153 was reported out of Conmttee wth a "do
pass" recomendation and with a zero fiscal note
#1 by the Departnent of Health and Social
Servi ces.

#HB152
HOUSE BI LL NO. 152

An Act relating to paynent rates under the Medicaid
program for health facilities and to budgeting,
accounti ng, and reporting requirenents for those
facilities; abolishing the Mdicaid Rate Advisory
Comm ssion; and providing for an effective date.

JCEL G LBERTSON, COWM SSI ONER, DEPARTMENT OF HEALTH & SCOCI AL
SERVI CES, introduced HB 152. He explained that under the
authority of Article I, Section 18, of the Al aska
Constitution, HB 152 was being transmtted to provide
greater flexibility to the Departnent of Health & Social
Services to set Medicaid paynent rates for Alaska's
hospital s, nursing hones and other health care facilities.

The proposed bill would elimnate the Medi caid Rate Advisory
Comm ssion and place the responsibility for calculating and
setting Medicaid paynent rates for health care facilities
under the general authority of the Departnent of Health and
Soci al Servi ces.

Comm ssioner Gl bertson added, historically, the Mdicaid
facility rate setting process has been extrenmely cunbersone
and costly for both the State and the health care
facilities. The current rate-setting process is both a
barrier to effective cost containnment as well as problematic
for assuring adequate reinbursenent for Al aska' s diverse m x
of health care facilities.

Passage of the legislation would allow the Departnent to
develop in regulation a nore flexible, cost-effective rate
setting process that would allow the Departnent to take into
account the appropriations nmade by the Legislature for the
Medi cai d program when establishing rates.

Comm ssioner Gl bertson offered to answer questions of the
Commi ttee.
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Representative Croft asked what "fair and reasonable" rates
woul d be replaced wth.

BOB LABBE, DEPUTY DI RECTOR, DEPARTMENT OF HEALTH AND SOCI AL
SERVI CES, responded that it would be facility specific, fair
rates for reasonable costs. The Departnent is interested in
| ooking at grouping facilities of a certain type or size as
an option rather than facility specific. He observed that
when the change was conplete, the Departnent would aim to
provide a fair rate while reinbursing reasonable costs.
Facility specific does not provi de cost managenent
i ncentives.

Representative Croft recommended that there should be
overriding standards indicated sonewhere. M. Labbe
explained that the replacenent standard would conply wth
what the federal government now provides, rates that are
adequate and with reasonable service. There are federa
requi renents, which the State wll have to follow The
Departnent is proposing not to do any nore than the feds
require.

Comm ssioner Gl bertson referenced the fiscal note, noting
the savings. He explained that the bill elimnates the need
for expenditures that support comm ssion nenbers’ travel,
per diem and other related support costs.

Representative Croft inquired who currently sits on that

Comm ssi on. M. Labbe replied that there are five nenbers
on the Comm ssi on:

. A physi ci an,

. A certified public accountant (CPA),

. A public nenber,

. A  Depart nent of Heal t h & Soci al Servi ces
representative, and

. A facility adm nistrator.

Co-Chair Harris referenced the letter contained in the
menber’s packets from the Governor, who recommends
elimnating the Medicaid Rate Advisory Conm ssion. That
agency has the responsibility of establishing Medicaid
rates. He thought such action would provide the Departnent
nore flexibility for determining the Medicaid paynent
anounts, thus, saving noney.

Comm ssioner Gl bertson advised that Conmm ssion currently
serves only in an advisory capacity and that rate setting

authority currently rests wth the Departnent. He pointed
out that associated with that legislation is an appeal of
the Bouren anendnent. By repealing that |anguage, there

would be additional discretion within the Departnment to
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devel op nultiple nethodol ogies, which is where the savings

ener ges. Having one nethodology for all the facilities
woul d not necessarily reflect the relative efficiency of the
various facilities. This action would reduce any excess

paynments being made to any facility.

Co-Chair Harris asked how |l ong had the Bouren Amendnent been
in place. M. Labbe replied it was placed in federal law in

1982 and repealed in 1997. The Bouren Anendnent was
initially intended to provide flexibility to the states in
establishing rates. Because of extensive litigation, the

anmendnent had the reverse effect and years |ater, after many
federal |awsuits, the anmendnent was repeal ed.

Co-Chair Harris questioned if it had been the policy of the
previ ous Adm nistration to do things in | ess beneficial ways
to relieve the Medicaid anount the State receives.
Comm ssioner Gl bertson comented that there are always
various considerations when naking changes to Medicaid and
those individuals affected by the changes. At present tine,
the Adm nistration believes that the State nust have greater
authority and discretion in setting rates that reflect the
actual costs.

Co-Chair Harris renenbered that in past years, he had
requested the Departnent to get the costs of the Mdicaid
program down. He voiced frustration that there had not been
the notivation to acconplish that. He voiced his support
for the current work of the Departnent.

Representative Croft pointed out that the bill wuld save
about $10 thousand dollars by getting rid of a significant
public process. He clained that the public input, which
conmes fromthe Comm ssion, is worth that amount of noney.

Co-Chair Harris rebutted that elimnating the Conm ssion
would only save about $10 thousand dollars, however, the
process that the Departnent would then go through will save
considerably nore by being nore flexible in rates and the
optional rates.

Representative Croft enphasized that it would |ower the
rates paid to providers in many areas, which are already too
| ow. He added that stopping the benefits to these people
have caused trenendous political fights. He enphasized that
they can be called “cost containnents”, but in reality, they
are getting rid of services.

Co-Chair WIllians stated that the bill would be HELD for
further discussion.

#HB153
HOUSE BILL NO. 153
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An Act repealing the statute that sets priorities for
the Departnent of Health and Social Services to apply
to admnistration of the mnedical assistance program
when there are insufficient funds allocated in the
state budget for that pr ogr am aut horizing the
departnment to nake cost containnment decisions that may
i nclude decisions about eligibility of persons and
avai lability of services under the nedical assistance
program and providing for an effective date.

JOEL d LBERTSON, COWM SSI ONER, DEPARTMENT OF HEALTH & SOCI AL
SERVI CES, stated that under current | aw, if funds
appropriated to the Medicaid program are insufficient for a
given fiscal year, the Departnent is directed to elimnate
optional Medicaid services based on a priority list that is
out - of - dat e. The existing list is not an effective
managenent tool and if used, would result in the denial of
necessary and cost-effective services to Al askans in need of
heal th care.

He continued that the proposed bill would replace that
obsol escent |anguage wth authority for the Departnent to
undertake cost contai nnment based on three key principles.

e First, the Departnment nust pursue all other reasonable
cost containnment neasures before elimnating any
eligibility groups or services;

e Second, the Departnent should aggressively pursue
strategies to maxim ze federal financial participation
in the Medicaid program

e Third, cost containnment decisions should be made in a
manner that best reflects the needs and interests of
el igible Medicaid recipients.

Comm ssioner G lbertson noted that it is inperative to slow
the growth of State funding for Medicaid while at the sane
tinme maintaining health care coverage for needy Al askans,
which is an issue that can no | onger be avoided. Passage of
the legislation will give the Departnment additional tools to
nmeet these chall enges.

Representative Stoltze asked if the Departnment would see
benefit in being able to prorate the anmount of paynent to
el i gi bl e persons.

BOB LABBE, DEPUTY DI RECTOR, DEPARTMENT OF HEALTH AND SOCI AL
SERVI CES, stated that the paynents made in the Medica
Assi stance Program are to health care providers rather than
to individual beneficiaries. It is difficult to prorate
once they have provided the service.
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Representative Croft pointed out that the Departnent could
determine to elimnate item #11, mamography screening, if
the bill was passed.

Comm ssioner Gl bertson acknowl edged that under the current
options list, item #11 could go. The Departnent would
mai ntain the discretion to hel p achieve cost contai nnment.

Representative Croft commented that the Departnment coul d get
rid on any item on the list and that they would not be
required to nove in the order already established

Comm ssioner G| bertson acknow edged that was correct.

Representative Croft asked if there was any intent | anguage,
which would require the Departnent to cone back to the
Legi sl ature before elimnating any one provision.

Comm ssioner G lbertson replied that there is not a
provision in the bill that would require that, however, the
Departnent would be working with the coordination of the
Legislature, to find ways to insure that the funding was
avai l able for services that are needed. There is direction
from the Legislature to the agency to provide for cost
contai nnent of the Departnent to manage the Medicaid budget
within the anpbunt that the Legislature appropriates. The
Department needs the flexibility, which the bill provides
to, acconplish that m ssion.

Representative Hawker comented on the latitude the
Departnent needs in order to provide for cost containnment.
He inquired if situations mght occur when the Legislature
IS not in session.

M. Labbe responded that in the past, the Departnent has
projected the expenditures for the Medicaid programwhile in

sessi on. If the Departnent realizes that they have a
significant reduction, they would bring the choices to the
Legi slature at that tine. However, with only the option

list available, there have been unintended consequences
resulting fromthe high federal matching rate to achi eve any
savi ngs. M. Labbe anticipated that if there were
significant budget actions taken, the Departnment would then
indicate a plan on how to neet that, such as:

. Eligibility levels
. El i m nati ng services and/ or
. Provi di ng enhancenents

M. Labbe added that there would be a package deal in order
to achieve the program outlined. The intent is to preserve
the benefit and the eligibility levels. He pointed out that
taking the proposed actions requires regulation change,
whi ch does not nove very quickly. Based on the proposed
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budget, the Departnent will not be able to make it through
this next year w thout taking sone additional neasures.

Comm ssioner Gl bertson pointed out that the fiscal note
i ndi cates zero expenditures. The Departnent believes that
if the Governor’s budget passes as submtted, that budget
contains all the cost contai nnent intended.

Representati ve Hawker understood that the bill would give
the Departnent latitude and/or flexibility to choose anobngst
alternate neans to neet the budget shortfall.

Comm ssioner Gl bertson agreed that was correct. The
current structure limts the Departnent’s flexibility and
di sproportionately places the burden on a nunber of services
that may not be efficient, such as the elimnation of
prescription drug coverage. The Departnent woul d have to go
after sone needed services before affecting the eligibility

st andar ds. The additional flexibility would allow the
Departnent to nmanage the program to the sanme |evel of
responsi veness to maintain costs. It would also reduce the

i npact on the consuners.

Co-Chair WIllians noted that HB 153 would be HELD for
further consideration.

#HB152
HOUSE BI LL NO. 152

An Act relating to paynent rates under the Medicaid
program for health facilities and to budgeting,
accounti ng, and reporting requirenents for those
facilities; abolishing the Mdicaid Rate Advisory
Comm ssion; and providing for an effective date.

Representative Croft MOVED to report HB 152 out of Conmmttee
wi th individual recommendations and with the acconpanying
fiscal note. There being NO OBJECTION, it was so ordered.

HB 152 was reported out of Commttee with a "do pass”
recommendation and with fiscal note #1 by the Departnent of
Heal t h and Soci al Services.

#HB153
HOUSE BILL NO. 153

An Act repealing the statute that sets priorities for
the Departnent of Health and Social Services to apply
to admnistration of the nedical assistance program
when there are insufficient funds allocated in the
state budget for that program authorizing the
departnment to nake cost containnment decisions that may
i nclude decisions about eligibility of persons and
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avai lability of services under the nedical assistance
program and providing for an effective date.

Representative Hawker MOWED to report HB 153 out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

HB 153 was reported out of Commttee with a "do pass”
recoomendation and wth a zero fiscal note #1 by the
Departnent of Health and Social Services.

#

ADJ QURNVENT

The neeting was adjourned at 3:54 P. M
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