HOUSE FI NANCE COWM TTEE
February 6, 2007
1:36 p. m

CALL TO ORDER

Co-Chair Meyer called the joint neeting of the House Finance
Comm ttee, the House Health and Social Services Commttee,
and the House Ways and Means Conmittee to order at 1:36:30
PM

VEMBERS PRESENT

House Fi nance Committee

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Harry Crawford
Representati ve Ri chard Foster
Representative Les Gara
Representati ve M ke Hawker
Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Mary Nel son
Representative Bill Thomas, Jr.

House Health and Social Services Committee

Representati ve Peggy Wl son, Chair
Representati ve Bob Roses, Vice-Chair
Representative Anna Faircl ough
Representati ve Mark Neuman
Representati ve Paul Seaton
Representati ve Sharon G ssna
Representati ve Berta Gardner

House Ways and Means Committee

Representati ve M ke Hawker, Chair
Representative Anna Faircl ough, Vice-Chair
Representati ve Peggy W1 son
Representative Paul Seaton

Representati ve Max G uenberg
Representati ve Sharon G ssna
Represent ati ve Bob Roses

MEMBERS ABSENT

None
ALSO PRESENT
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Andy Cohen, Director, The Pacific Health Policy G oup; Scott
Wttman, Director, The Pacific Health Policy G oup; Senate
Presi dent Lyda G een

PRESENT VI A TELECONFERENCE

None
SUMVARY
Medi cai d Program Revi ew

1: 36: 34 PM

Co- Chair Meyer introduced nmenbers of the three commttees.

1: 37:45 PM

SENATE PRESI DENT LYDA GREEN explained that |ast year the
Senate Finance Conmittee released an RFP for a program
review consultant to help the commttee understand Medicaid
and to make suggestions on how to inprove Al aska’ s program
A contract was awarded to the Pacific Health Policy G oup
RFP for a program review for the study of the Medicaid
Program Senator Geen recalled a high percent of calls
from Medicaid clients who are frustrated with their health
care, and fromhealth care providers who are frustrated with
the grow ng paperwork requirenents and varied reinbursenent
rat es. She pointed out that departnent staff are working
diligently to run the Medicaid program as efficiently as
possible and are equally frustrated wth juggling an
overwhel m ng amount of details that inpact every client,
provider, the agency's internal organization, and the
| egi sl ature.

Senator Geen synpathized with how conplex the Medicaid
program is for clients, health care providers, and program
managers, as well as for the budget staff. She noted the
difficulty of finding a renedy through statute if al

| egislators do not fully understand the inplications of
their actions.

Senator Geen related that the first step to better
under st andi ng of Medicaid cane fromthe Departnent of Health
and Social Services' fiscal forecast prepared by the Lew n
G oup and ECONort hwest . The key findings of this report
wer e:

1. The Medicaid programw || change fundamental |y over the
next 20 years fromone focused on children to a program
geared to caring for Alaska' s grow ng senior and Al aska
Nat i ve popul ati ons.
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2. State matching funds will increase from approximtely
$500 mllion per year to nore than $2 billion for a
total programcost of nore than $5 billion.

Senator Geen reported that ECONorthwest developed a
conputer program by which the department can continue to
update data to develop nore accurate program criteria and
generate funding forecasts. The establishnment of baseline
data and developing the forecasting nodel is step-one in
i npl ementi ng program change.

Senator Green explained step two to better understandi ng of
Medi cai d. After recovering from sticker shock of the
projected costs for Medicaid, the Senate Finance Conmttee
released an RFP for a program review consultant to help
under stand Medi caid and nmake suggestions to inprove Al aska’s
program In April 2006, a contract was awarded to the
Pacific Health Policy G oup based out of Irvine, California.
Their charge was to help establish the programmtic baseline
so that the legislature and the adm nistration could nake
program changes to i nprove Al aska’s Medi caid program

Senator Green said she has heard many opi nions regarding the
services provided and the eligibility criteria of Medicaid,
but it is wvery difficult to fully wunderstand the
inplications of change because the program is so
conpl i cat ed.

Senator G een asked several questions:

We are asked to nmake changes to Medicaid statutes, but
how do we, as |egislators, nmake sound reconmendati ons
when we may not fully understand the inplications to
the client, health care providers, agency staff, or the
budget ? What program changes can be nmade to better
serve Al aska’'s needy popul ati on? How can we make the
changes based on sound research rather than assunptions
or enotions?

She expl ained that The Pacific Health Policy G oup eval uated
Medicaid eligibility and service coverage policies and

provi ded an overview that defines the popul ati ons that

Al aska is required to serve and the services it is required
to cover under federal |aw

1:41: 33 PM

Senator Geen related that | egislators frequently want to
know how Al askan prograns conpare to those of other states.
To help make this conparison, The Pacific Health Policy

G oup reviewed Al aska's service coverage policies and
eligibility criteria and ranked Al aska with the other 49
states and Washington, DC. These rankings can be found
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under Appendix Ain “Report to the State of Al aska Senate
Fi nance Comm ttee — Medicaid Program Review (copy on file.)

Senator Green pointed out that Al aska s Medicaid State Plan
was approved in 1974. Since that tinme, all changes have
been made by anmendment and create a difficult sequence of
rules to follow She questioned:

If the Medicaid director or key staff positions turn
over, how much know edge is lost during the transition
and, therefore, how much is dropped through the cracks?

How can the | egislature and agency programstaff create a
tool to better understand the relationship of the State
Pl an, statutes, and regul ations?

Senator Green reported that The Pacific Health Policy G oup
conpl eted a crosswal k of Alaska' s State Plan, statutes, and
regul ations to help identify where, if any, pieces did not
relate well with its counterparts. This information is
provided in Appendix B of the final report.

Senator Geen addressed the issue of when there were
optional services nmandated to constrain the Medicaid program
to spend within a limted budget, the restriction could not
hold up to unanticipated growmh in program costs and client
needs. She recalled frustration to see very |large
suppl emental requests cone before the Legislature each year
with relatively no option for |egislators, except to pay for
the cost of this inportant program To answer the question
of how do we create a program that is nore predictable,
Senator Green noted program reform options outlined in
Chapters 2 through 6 of the report. Many of these options
are tried and true changes that have been proved successful
in other states. Although Al aska has uni que obstacl es when
conpared to other states, The Pacific Health Policy G oup
has identified options that may create positive changes for
Al aska.

Senator Green introduced Andy Cohen and Scott Wttman.
Scott Wttman is located in the Md-Wst and worked nost
specifically on the review of program conpliance and
devel opment of reform options. Andy Cohen works out of
California and worked specifically on the evaluation of
program policies and the conparison of Alaska' s policies to
t hose of other states.

1:44: 05 PM

ANDY COHEN, DIRECTOR, THE PACIFIC HEALTH POLICY GROUP
introduced the “Alaska Medicaid Program Review (copy on
file), which was based on a 50-state analysis, a regulatory
review, and an operational review M. Cohen showed slides
called “Presentation of Findings” and provided a handout by
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the same nanme for the conmttee (copy on file). He
addressed the project objectives as shown on Slide 3. The
purpose of the reviewis to assist the legislature with the
eval uation of short and long termprogramreforminitiatives
and identify strategies that enable the program to operate
with the flexibility necessary to best serve Al askans,
recogni zing budgetary realities. The project should also
identify oversight priorities for the legislature.

1:46: 51 PM

M. Cohen related the information on Slide 4 — potential
reforms defined in the RFP. He highlighted the six reforns
t hat were considered.

1:48: 31 PM

M. Cohen explained Slide 5 - work steps taken. He
expl ained the five steps of the process.

1: 49: 22 PM

M. Cohen turned to Slide 6 — topics to be covered today.
He planned to address summary finding from the 50-state
review, current operations and trends by service type, and
recomendations for reform and oversight.

1:49: 59 PM

M. Cohen explained the “Executive Summary” as portrayed on
Slide 7. He pointed out that Al aska is expensive and
menti oned cost pressures. He noted the state’'s aging

popul ati on and reforns that can be taken.

1:51:18 PM

M. Cohen discussed Slide 8 - denographics and Medicaid
eligibility. He gave an overview of mandatory and optiona
gr oups. He explained the “nedically needy”, which are
termed Al aska’s Chronic & Acute Medical Assistance (CAMA).

1: 53: 01 PM

M. Cohen explained the 50-State Sunmary table as shown on
Slide 9 — Federally Defined Coverage G oups. He highlighted
Slide 10 — Al aska Optional Coverage G oups (sfy ’'05). He
explained how the noney is going to be spent on these
beneficiaries.

1:55: 04 PM

M. Cohen skipped to Slide 12 to explain Coverage of
Optional Popul ati ons. He further clarified that the pie
charts conpare Alaska to nat i onal enr ol | ment and
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expenditure. The chart on the lower right is the direction
Al aska is headed due to the aging population and its inpact.

1:56: 17 PM

M. Cohen explained Slide 13 — Enrollnment G owt h. He nade
some conparison points by explaining Slide 14 — Medicaid and
Uni nsured Popul ati ons. Medi caid covers a |arge percentage
of Al askans, but the percentage without insurance is also
relatively high. He discussed the tribal health factor and
the way the federal government counts persons wth and
wi t hout i nsurance.

1: 59: 18 PM

M. Cohen highlighted Slide 16 — Medically Needy and CAMNA.
Alaska is one of 16 states wthout a Medically Needy
program but it has CAVA He explained how other states
have dealt wth this issue. He related how *“waiver
el i gibles” draw down federal dollars and allow for an agreed
upon | evel of spending. He used M ssissippi as an exanple
of a state that has added a waiver program - Slide 17.

2:01: 54 PM

M. Cohen spoke to optional and mandatory covered services,
as depicted on Slide 18. Alaska is conparable to nost other
states in ternms of the optional services covered, but is
nore expensive and spends nore per beneficiary than other
states do.

2: 02:48 PM

M. Cohen conpared Alaska to the national average per
beneficiary - Slide 19. The chart on Slide 20, Expenditure
G owm h, shows that Alaska s expenditures grew faster than
the average annual rate early in the decade, but have since
fallen back to the mddle range. Slide 21 shows
expenditures by beneficiary type, where Al aska is ranked in
the top five in every category.

2: 04: 37 PM

SCOIT WTTMAN, DI RECTOR, THE PACI FIC HEALTH POLI CY GROUP
explained Slide 22 - Wwere are the Dollars Spent? He
hi ghlighted each of the five major service categories.
Hospi t al services are depi cted in Slide 23 and
Physician/Cinic services are shown in Slide 24,

2:08: 21 PM

M. Wttman discussed Pharmacy services seen on Slide 25.
He related that the payment rates and dispensing fees are
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anong the highest in the country. He suggested strategies
for bringing these costs down.

2: 09: 37 PM

M. Cohen di scussed Long Term Care — Nursing Facilities/HCBS
projections shown in Slide 26. He explained the |ow
utilization load and high rates. He discussed the HCBS
wai ver prograns shown in Slide 27. There has been a growth
outsi de of waiver prograns in personal care attendant (PCA)
pr ogr ans. Al aska spent $80 million on PCA, while the two
wai vers amounted to only $42 nmillion. PCA woul d no | onger
be a state programif it was converted to a waiver service.

2:13: 54 PM

M. Cohen addressed Slide 28 - Nursing Facilities/HCBS
Recommendati ons — Long Term Car e.

2:15: 03 PM

M. Cohen spoke to the Developnentally D sabled aspect of
Long Term Care, as explained on Slide 29. He stated that
Al aska serves all DD beneficiaries through waivers. He
expl ai ned the costs of the waiver and how they are managed.
He made suggestions for how to better nanage the waivers
with a cost reporting tool for providers, audits, and
updati ng of rates.

M. Cohen noted that 12 percent of the state’s DD funding is
from grants, not federal dollars. He spoke of ways to
create a second waiver and to seek federal matches.

2:18: 43 PM

M. Wttmn addressed Behavioral Health - Slide 31. He
spoke about insufficient community based services and

di scussed the “Bring the Kids Honme” initiative. He
suggest ed ways to achi eve addi ti onal early
i ntervention/community based servi ces.

2:20:48 PM

M. Wttman explained Tribal Health issues - Slide 32.

Aneri can I ndi an/ Al aska Natives (Al/AN) represents 40 percent
of the state’s Medicaid population; tribal health is a $740
mllion delivery system The report suggests a fresh | ook
at this issue.

2:22: 34 PM

M. Wttman referred to a graph on Slide 33 to further
explain Tribal Health — AI/AN Current Medicaid Funding. He
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expl ained the state and federal share of Medicaid funding
for both tribal providers and non-tribal providers.

2:24: 06 PM

M. Wttman di scussed Tribal Health Reconmendations on Slide
34. Al aska spends about $19 mllion per year on nursing
facility costs for AI/AN beneficiaries residing in non-
tribal facilities. The report suggests that the state
shoul d consi der investing in devel opnent of tribal long term
care.

2:25: 30 PM
M. W ttman di scussed Slide 35 - Tri bal Heal t h
Recomendat i on. He maintained that the state should

consider a Section 1115a waiver to designate the tribal
system as a managed care entity. M . Cohen added that the
“capitation paynment” would nove froma state line itemto a
100 percent federally funded program

M. Wttman opined that the entity would be well-received.
M. Cohen noted that it would be unique to Al aska.

2:28: 38 PM

M. Wttman address Administration — Slide 36. He explained
t hat DHSS was reorgani zed into four major divisions in 2003.
He addressed adm nistrative costs and spendi ng.

2:29: 38 PM

M. Wttman expl ained Program Integrity/ Provider Paynments as
they relate to Admnistration — Slide 37. He explained that
the federal governnment is phasing-in a new audit structure
for states, known as the Paynent Error Rate Measurenent
(PERM) . He discussed the demands on the new Medicaid
Managenent | nformation System (MM YS).

2:31:12 PM

M. Wttman spoke of Regulations — Admnistration, as seen
in Slide 38. He maintained that the new regul ations were
essential, are nore clearly drafted, and are already
yi el ding results.

2:32: 24 PM

M. Wttman spoke about Broad-Based Reform and Pl anning for
Reform — Slide 39. Some states have undertaken nmjor
reforns. The state has nore flexibility under such reform
but nust conmmt to a | evel of spending.

2:34: 04 PM
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M. Wttman covered the Reform Cbjectives of Broad-Based
Reform — Slide 40. The purpose is to ensure inproved
qual ity of care.

2: 35: 20 PM

M. Wttman listed the steps needed to achi eve Broad-Based
Reform - Slide 41. There are several strategies that are
needed for the reform to be effective. He identified
specific reforns to be undertaken.

2:37:17 PM

Representative WIson asked about long term care and the
devel opnmental |y disabled wait list. She wondered if many of
those waitlisted clients are already getting sone services.
M. Cohen said they were. He suggested that the DD services
could be addressed wth waivers and federal dollars.
Representative WIson voiced a concern about waning federal
dollars and | oss of services that have already been offered.
M. Wttman talked about the adverse results of the
tightening up of services.

2:40: 26 PM

M. Cohen thought Representative WIlson's point is well-
t aken. He maintained that it is harder to take existing
servi ces away.

2:41: 03 PM

Representative Gardner inquired about prograns needing
federal approval. M. Wttman explained the process of a
concept paper, a less formal waiver application at the state
level, followed by a waiver application process. When
approval is received, dependant on several factors, it

usual |y takes about 12 to 18 nonths.

2:42: 54 PM

M. Cohen added that it nust be denpnstrated that it has
been a public process.

2:43: 28 PM

Representative Gara referred to Slide 19. He wondered if
the cost adjustnment was based on Anchorage nunbers. M .
Cohen replied that it based on federal poverty |levels, which
are unique in Al aska and Hawaii. He described how the ratio
was attained. He terned it a crude adjustnent and expl ai ned
why it was done that way. Representative Gara thought this
conparison was inportant and should be adjusted for the
reality of nedical care costs around the state. M. Cohen
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agreed, and added that there are unique transportation
costs. M. Wttman added that the providers in other states
are conplaining about rates. In Alaska there is not a
program with a dramatic cost shift from other payers as a
result of |ow pay rates on the Medi caid program

2:47: 07 PM

Representative Gara referred to Denali Kid Care, known as
the Chil dhood Health Care program nationally. He asked how
the Al aska program ranks nationally with coverage at 175
percent of poverty, and if other states that provide a
hi gher |evel of coverage charge a co-pay to offset costs.
M. Cohen replied that co-pays and premuns are often
char ged. M. Wttman referred to page 23 of the report,
whi ch shows a 50-state conparison of federal poverty limts
(FPL) and State Child Health Insurance Program (SCH P)
l[imts for children. M. Cohen clarified that the nunber is
probably at 160 FPL today in Al aska due to a change in |aw
to a fixed dollar anount.

2:49: 19 PM

Representative WIlson referred to Denali Kid Care and
concl uded that prevention is the key. M. Cohen agreed and
added that enployers can not always take up the costs. He

spoke to enployer initiatives to pull in the market place
and the private sector into a partnership. He referred to
&l ahoma’ s experience in launching OFA The federal

governnent contributes to the cost of the program
| ndi vi dual s under 200 percent of poverty working for snal

enpl oyers are covered at a fixed level of approximtely $100
a nonth. The enployer covers 25 percent, the worker pays up
to 5 percent of their incone, and the state covers the rest.

2:53: 05 PM

In response to a question by Representative WIson, M.
Wttman explained that the intent is to | ower state costs.

2:53:43 PM

Representative Kelly noticed that federal funds are
shri nki ng. He questioned why the state would want to
support a race-based health system M. Wttnman noted that
there is a $740 mllion health care system which perhaps

shoul d be expanded to cover everyone. He observed that
there are federal dollars avail able, but enphasized that the
program coul d be expanded. Representative Kelly concl uded

that the intent is to utilize federal dollars. M. Wttman
agreed that the idea is to expand federal dollars.

2:56: 57 PM
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Representative Stoltze referred to certificate of need (CON)
and how it affects cost. M. Wttman observed that there
are new regul ations for the CON process. He noted that the
report does not address the appropriateness of the CON
appr oach.

In response to a question by Representative Stoltze, M.
Cohen observed that there is a difference in opinion
regarding the matter and that they did not have sufficient
resources to make a deci sion.

2:59: 15 PM

Representati ve Thomas asked what would happen if Al aska
Native Health Services were elimnated. M. Cohen observed
that if there were no Native health care, eligible for
federal funds, that the state would be responsible for 40
percent ($80 million) for Medicaid. M. Wttmn added that
INHS dollars would also add hundreds of millions to the
state’s percentage.

3:00: 57 PM

Co-Chair Chenault referred to the uninsured population of
17.8 percent. He noted that the Native population is not
considered insured if they have no other coverage, which is
the sane as in other states.

M. Cohen noted that the nunbers are from a federal survey.
M. Wttman said that many states have noved forward with
addi ti onal coverage. Al aska has a high uninsured popul ati on
due, in part, to the nunber of small enployers.

Representati ve Nel son pointed out that there is a 42 percent
cost savings for Natives being treated by a recognized

provider. M. Cohen agreed and explained that, in many
cases, the bill is higher, but the federal coverage is 100
percent.

3:04:54 PM

Representative Nelson wondered if Indian Health Service is
being threatened in any way. M. Cohen referred to Ol ahoma
and concluded that the tribal system would need to be
brought to the table wth INHS. Representative Nelson
concluded that it is a political and financial nove, not a

racially notivated nove. M. Wttman interjected that it
needs to be supported on the state level before it is taken
to the federal |evel. It is nore than a financial

notivation; it is a nmeans to bring service to the client
gr oups.

3:07:56 PM
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Representative Joul e questioned what the result of Medicaid
revision is, in terns of dollars to the state. M. Cohen
stated that there is no end total. He stressed that it
woul d be inpossible to provide an absolute dollar anount.
He could put a dollar anmount on a nunber of itens such as
tri bal change and CAMA. The question is whether the tota
investment in the system should be considered along wth
savi ngs.

3:10: 45 PM

Representative Gara referred to coverage by other states of
hi gher incone famlies with a sliding scale fee,. He asked
for other exanples. M. Wttman explained that it is a cost

effectiveness test. The intent is to encourage
sustainability in the enployer market, if insurance is |ess
expansive for enrollnment. It is a conbination of prograns,
with sliding scale prem uns. The federal governnment does
not like to see premuns that exceed 5 percent of famly
income. He offered to proved exanpl es.

3:13:34 PM

Representative Gara asked if any of the plans provide 100
percent health care coverage for children. M. Wttman
responded that Illinois and Mssachusetts do. Vernont is

going to nove forward to universal coverage if it does not
achi eve 96 percent. Washington is noving toward 300 percent
of poverty level and is trying to nake sure that universa
coverage is achieved. Massachusetts is the only state that
has al ready noved to 300 percent for adults.

ADJ OURNVENT

The neeting was adjourned at 3:15 PM
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