HOUSE FI NANCE COWM TTEE
April 24, 2003
2:18 P. M
TAPE HFC 03 — 63, Side A

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 2:18 P. M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Carl Mses
Representative Bill Stoltze
Representative Ji m Wi taker

VEMBERS ABSENT

Represent ati ve Reggi e Joul e

ALSO PRESENT

Joel G| bertson, Comm ssioner, Departnent of Health & Soci al
Services; Bob Labbe, Deputy Comm ssioner, Departnent of

Health and Soci al Services; Kevin Jardell, Assistant
Comm ssioner, Departnment of Admnistration; Susan Cox,
Assistant Attorney Ceneral, Depart ment of Law; Br ad
Thonpson, Director, Ri sk Managenent , Depart ment of

Adm nistration; Paul Gossi, Director, Division of Wrkers'
Conpensati on, Departnment of Labor & Workforce Devel opnent

PRESENT VI A TELECONFERENCE

None
SUMVARY

SB 108 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.

HCS CS SB 108 (FIN) was reported out of Conmittee
wth a "do pass" recommendation and with fiscal
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note #1 by the Departnent of Health and Soci al
Servi ces.

SB 109 An Act repealing the statute that sets priorities
for the Departnent of Health and Social Services
to apply to admnistration of the nedical
assi stance program when there are insufficient
funds allocated in the state budget for that
program authorizing the departnment to make 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.

SB 109 was HEARD and HELD in Conmittee for further
consi derati on.

#SB115

SB 115 An Act allowing expenses of the correctional
i ndustries program that nay be financed from the
correctional industries fund to include the
sal aries and benefits of state enpl oyees.

SB 115 was SCHEDULED but not heard. The bill was
POSTPONED until April 25, 2003, 9:00 A M neeting.

SB 120 An Act relating to the state's sovereign imunity
for certain actions regarding injury, illness, or
death of state-enployed seanen and to workers
conpensation coverage for those seanen; and
providing for an effective date.

SB 120 was HEARD and HELD in Conmmttee for further
consi derati on.

#SB108
SENATE BILL NO._ 108

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.

Co-Chair Harris MOWED to adopt work draft #23-GS1125\1,
Laut erbach, 4/23/03, as the version of the bill before the
Comm ttee. There being NO OBJECTION, it was adopt ed.

JOEL d LBERTSON, COWM SSI ONER, DEPARTMENT OF HEALTH & SOCI AL
SERVI CES, comented on the changes nmade to the commttee
substitute. He stated that the bill would elimnate the
Medi cai d Rat e Advi sory Comm ssi on and pl ace t he
responsibility for calculating and setting Medicaid paynent
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rates for health care facilities under the general authority
of the Departnent of Health & Social Services. The bill
would nodify the Alaska Statutes to parallel federa
statutory requirements for setting facility-based rates
under Medi cai d. Oiginally, the structure was nodified in
1997 to renpbve the Medicaid facility paynent standards and
place them in the public process requirenents of federal
| aw. The Al aska Statutes have not changed to reflect that
nodi fication.

Comm ssioner Gl bertson continued, the legislation would
provide for the Alaska Statutes to mrror the federa

statutory requirenment for rate setting. He noted that the
Department had worked with the Al aska State Hospital and
Nursing Home Association (ASHNHA) to provide conprom se
| anguage as adopted in the commttee substitute. The
| anguage clarifies that the State will continue to have
rates based on reasonable costs. The Adm nistration agrees
that there should not be “unreasonabl e” costs or rates. The
Department does have an interest in grouping rates for
facilities. The current structure allows for the Departnent
to only adopt one rate setting structure and does not allow
differentiating between a ten-bed facility and a two
hundred-bed facility. The legislation is an effort to
provi de a uni que nethodol ogy in grouping facilities.

Comm ssi oner G | bertson pointed out t hat Section 5
references audits and are optional and would not be
required. Those audits would not happen every year. The
Department would retain their ability to have reasonable
access to nedical assistance for auditing records.

Representative Croft referenced the commttee substitute and
asked if the section regarding the reasonable costs for the
facility managers were |isted on Page 2. Comm ssi oner
G | bertson replied that was correct.

Representative Croft asked if there had been any other
changes between the commttee substitute and the prior
version of the |egislation. Comm ssioner Gl bertson
responded that there were a nunber of small changes to
accommodate sone concerns voiced by Legislative Legal
Services. The substantive changes were the ones concerning
the | anguage on legal costs related to patient care.

Representative Croft asked if Section 5 would be changed
Comm ssioner G| bertson responded it would not.

Representative Foster MOVED to report HCS CS SB 108 (FIN)
out of Committee with individual recomrendations and wth
t he acconpanying fiscal note.

There being NO OBJECTION, it was so ordered.
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HCS CS SB 108 (FIN) was reported out of Comnmttee with a "do
pass" recommendation and wth fiscal note #1 by the
Departnent of Health and Social Services.

#SB109
SENATE BILL NO._ 109

Department of Health and Social Services to apply to
adm nistration of the nedical assistance program when
there are insufficient funds allocated in the state
budget for that program authorizing the departnment to
make cost containnment decisions that may include
deci sions about eligibility of persons and availability
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, explained that under current law, 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 -date. He maintained that the existing list is not an
effective managenent tool and if used, would result in the
deni al of necessary and cost-effective services to Al askans.

Comm ssioner Gl bertson advised that the bill would repea
the options list and replaces it with a singular direction
for the Departnment to engage in cost contai nment nmeasures to
achieve the sane |evel savings to operate the Medicaid
Programwi thin the anount appropriated by the Legislature.

The proposed bill would replace the obsol escent |anguage
Wi th broad general authority for the Departnent to undertake
cost contai nnent based on three key principles:

. The Departnent nust pursue all other reasonable
cost contai nnent neasures before elimnating any
eligibility groups or services;

. The Depart nent shoul d aggressi vely pur sue
strategies to maxi m ze f eder al fi nanci al
participation in the Medicaid program and

. Cost contai nnent decisions should be nade in a

manner that best reflects the needs and interests
of eligible Medicaid recipients.

Comm ssioner Gl bertson noted that the current list in
statute establishes a very rigid structure. The
Adm ni stration believes that the Departnment can engage in
simlar cost containnment neasures wthin the Medicaid
Program and conduct cost containnent in a manner that is
responsive to the Legislature’s intent and responsive to the
needs of the beneficiary popul ation.
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He spoke to the fiscal note. Comm ssioner G| bertson stated
that next year there would be a savings. At this point, the
Adm nistration is not proposing any additional cost
containment in the Medicaid Programthat is not currently in
the Governor’s budget m ssion.

Co-Chair Harris asked about a deferred drug |ist.
Comm ssioner G lbertson advised that included in the

Governor’s budget subm ssion this year was a proposal for
adopting a deferred drug list for the Alaska Medical

Assi stance Program A preferred drug list is not a
formul ary. That drug list is a peered reviewed,
professionally designed list that establishes preferred
drugs within a drug cl ass. These drugs woul d be purchased
at a simlar or |ower cost. Some other states use these

drug lists. He added that at this stage, the Departnent has
not formulated their preferred drug list and are not in the
process of devel oping one. Comm ssioner G| bertson did not
believe that the Departnent would develop their own Iist.
There are a nunber of other lists adopted by other states
that have w thstood |itigation. It is foreseeable that
Al aska woul d take one from another state. That decision has
not yet been made. He acknow edged that the preferred drug
list is contentious.

Co-Chair Harris inquired the success rate that other states
have had in saving noney using this system

Comm ssioner Gl bertson offered to provide that information
to the Commttee at a |later date. He added that sone states
have shown | arge savings. There is disagreenent regarding

the net effect of Medicaid expenditures. Most of the
Medicaid growmh now is within the seniors and disabled
i ndi vi dual popul ation area. Seniors have a high drug

utilization cost. The preferred drug |ist would not prevent
access to pharmaceutical products that perform certain
benefits. The Comm ssion woul d deci de which there m ght be
two drugs that serve the sanme purpose, which one should be
clinically approved for dispensing.

Co-Chair Harris requested that Comm ssioner G| bertson work
W th Representative Hawker and other interested parties who
have concerns regarding this |egislation.

Co-Chair WIllians recommended that Comm ssioner G| bertson
also work wth Representative Croft, the naker of the
proposed anendnents.

Co-Chair WIllians noted that SB 109 would be HELD in
Commttee for further consideration.
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#SB120
SENATE BILL NO._ 120

An Act relating to the state's sovereign immnity for
certain actions regarding injury, illness, or death of
state-enployed seanen and to workers' conpensation
coverage for those seanen; and providing for an
effective date.

KEVIN JARDELL, ASSI STANT COWM SSI ONER, DEPARTMENT  OF
ADM NI STRATI ON, explained that SB 120 consists of two
i ssues:

. The policy question of whether or not State
enpl oyed seanen should be under a worker’s
conpensation nodel or allowed to continue to
pursue the Jones Act renedy through litigation;

. The |l egal issue. (He noted that the Departnent of
Law woul d di scuss that concern.)

M. Jar del | stated that the policy call of t he
Adm nistration has been around for approximtely eight
years. During the 1980's, the Al aska Marine H ghway System
(AVHS) wunion | abor agreenents stipulated the State to pay
Al aska Workers’ Conpensation Act (AWCA) benefits in lieu of
the traditional Jones Act and other maritinme renedies. Many
enpl oyees preferred the AWA as a nore conplete and
i mredi ate no-fault paynent (non-taxable wage i ndemification

rather than a nodest daily maintenance stipend) - avoiding
controversy, delays, and the extra <costs inherent in
protracted civil litigation. A single enployee’s

constitutional <challenge resulted in the Alaska Suprene
Court System decision, which precludes the practice under
current | aw.

M. Jardell pointed out that the issue has been around for
the past eight years and has finally “come to the table”.
The Admnistration has determined that placing State
enpl oyees under workmen’s conpensation for injuries would be
the best policy. There are several benefits to that, nost
of which center around the benefit to the enployee not
needing to litigate before receiving conpensation. There
would be an additional benefit of a cost savings to the
St at e.

SUSAN COX, ASSI STANT ATTORNEY GENERAL, DEPARTMENT OF LAW
reiterated that the legislation would take the State
enpl oyees that are seanen and put them into the State
conpensati on system It would renove the State from the
busi ness of providing traditional maritinme renedies under
the Jones Act. The legal vehicle by which the State can do
that is the anmendnent of State statute that waives sovereign
immunity. The State can wi thdraw the consent to be sued and
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assert our sovereign inmunity. O instead, the State can
provide worker’s conpensation for the State seanen
enpl oyees.

Ms. Cox pointed out that the enployees affected would
include the workers on the Alaska Marine H ghway vessels
additional seanen enployed by State agencies who work on
research vessels and | aw enforcenent vessels. The objective
woul d be to provide a uniform system of conpensation for on
the job injuries for all State enpl oyees.

The Al aska Suprene Al aska Court System 1in a decision in
1990, approved the approach that the bill takes. That
decision involved a public safety seaman, the State of
Al aska, Departnent of Public Safety versus Robert Brown.
The Al aska Suprene Court stated that the State could take
this approach if it was the Legislature’ s desire. Ms. Cox
stated that case should not be confused with the di sapproved
col | ective bargaining which invol ved Dal e Brown.

Ms. Cox noted that this approach has been taken by other
jurisdictions in other states. She enphasized that this
will not affect the rights of seaman in the private sector.

Ms. Cox pointed out that the idea has been a renedy that was
in effect for an eight-year period until 1991. There was
| egal disagreenent sone years ago whether the bill would
work as a matter of federal law that could override the
State sovereign imunity even if the State choose to anend
the statute. Gven the Alaska Suprenme Court System
decisions of the last five years, the proposed approach is
| egal Iy vi abl e.

Ms. Cox advised that it is expected that this approach wl|
save the State noney in litigation costs. Addi tionally,
there would not be the sane types of damages available in a
wor ker’ s conpensation renedy that is available in a lawsuit.
Anot her significant savings would be in the area of ill ness.
Currently, an enployee that becones ill on the vessel can
| eave work and be paid their unearned wages until the end of
the voyage w thout docking their sick |eave. Under the
wor ker’s conpensation plan, unless they suffer from an
occupational disease, they would not be receiving a simlar

anount of naintenance paynents. Those expenses would be
transferred into their sick | eave account. She acknow edged
that the system handling illness clains would be changed

dramatically.

Ms. Cox added that the effective date provision states that
the change in the law would go into affect July 1% 2003 and

woul d address new injuries and illnesses arriving after that
dat e. There is a three-year statute of limtation for
maritime |awsuits. The Departnment will continue to handle

litigation for a couple years into the future for those
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injuries which occurred prior to the effective date of the
| egi sl ati on.

BRAD THOWPSON, DIRECTOR, DIVISION OF RISK MANAGEMENT,
DEPARTMENT OF ADM NI STRATIQN, stated that Ri sk Managenent
acted as the insurance agency for State agencies including
maritinme clains. He pointed out a zero fiscal note in the
packet, however, anticipated fiscal savings.

Ri sk Managenent is funded uniquely on a cash flow basis for
the anticipated costs on clains due to be paid back on a
fiscal peri od. That appropriation 1is collected on
assessnments from State agencies based on experience in
clainms, l|oss or exposure. The amount is calculated on the
actual costs incurred on a claim The costs are antici pated
to decrease with the change of renmedy. In tinme, the cost to
the Departnent of Transportation & Public Facilities,
Departnent of Public Safety and Departnent of Fish & Gane
w Il decrease with a cost savings and will reflect in future
assessnments. At this time, Ri sk Managenent is funded each
year on the anticipated State clains and a negative anount
i's not indicated. It is a reflection of a type and net hod
of funding of the R sk Managenment program

M. Thonpson pointed out the analysis of the Al aska Marine

H ghway clains as conpared to the other State enployee
claims. He reiterated that there would be a savings.

At - Ease: 2:55 P M
SB 108 was HELD in Conmttee for further consi deration.

#
ADJ QURNVENT

The neeting was adjourned at 3:58 P.M
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