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1: 38: 49 PM

CHAI R BERT STEDMAN cal led the Senate Health and Social Services
Standing Committee neeting to order at 1:38 p.m Present at the
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call to order were Senators, Kelly, Ellis, and Chair Stedman.
Senator M cciche arrived shortly thereafter.

OVERVI EW  PROGRAM | NTEGRI TY AND FRAUD CONTROL | N THE MEDI CAl D
AND PUBLI C ASSI STANCE PROGRAMS

1:39: 21 PM

CHAI R STEDMAN announced that the only order of business would be
overviews entitled, "Program Integrity and Fraud Control in the
Medicaid and Public Assistance Progranf and "Alaska Medicaid
Fraud Control Unit." He noted there would be no public testinony
t oday.

1:40: 28 PM

W LLI AM STREUR, Conmi ssioner, Departnment of Health and Soci al
Services (DHSS), Juneau, Alaska, presented information on
"Program Integrity and Fraud Control, Public Assistance &

Medicaid." He referred to the partnership between DHSS and the
Department of Law on this issue. He began with a statenent that
"there are a lot of Alaskans in need.”" He noted DHSS s budget of
$2.66 billion this year and the need to spend wisely,
appropriately, and honestly in order to reach those in nost need
of care. He said it was the right thing to do and the practica
thing to do. The departnment nust ensure that the funding goes to
where it can have the greatest inpact.

COWM SSI ONER STREUR explained that recipient fraud is primarily
controlled through the Public Assistance Fraud Control Unit in
DHSS and through the Wlfare Fraud Section, Ofice of Special
Prosecutions & Appeals in the Departnent of Law (DOL). Provider
fraud is controlled by the Medicaid Fraud Control Unit (MCU).

He said Medicaid fraud is either recipient fraud or provider
fraud. The greatest financial inpact of fraud is to the
provi der. Recipient fraud involves a great deal of prevention.
The m ssion of Medicaid Program Integrity (MPl) is to preserve
and protect the integrity of the Medicaid program by proactively
devel oping strategies to identify, deter, and prevent fraud,
waste and abuse. There are seven staff in MI who conduct
provider claim reviews, mnage the audits, and coordinate
provi der overpaynent recovery and reporting. They also manage
the Recovery Audit Contract required by the Affordable Care Act.
He added that MPI is the liaison with DOL's MFCU

COWM SSI ONER STREUR remarked that MPI nmanages the audit contract

established under AS 47.05.200. In partnership with MWers &
Stauffer, LC, MPI does 70 audits a year.

SENATE HSS COW TTEE - 2- February 5, 2014



1: 44: 08 PM
SENATOR M CCI CHE asked if the audits are randomon a net basis.

COW SSI ONER STREUR said they are random He explained that M
randomy selects 65 audits and five are targeted. They address
several criteria; have they been audited recently and do they
have audit history.

He continued to explain about the MPI section, highlighting its
acconpl i shrent s. Last  vyear VP identified $6,235,000 in
over paynments, of which they recovered $4,962,000. They suspended
paynent to 56 providers based on credible allegations of fraud.
He suggested the department is only beginning efforts in that
ar ea.

He said MPI also re-procured the audit contract required by
state statute and issued 70 final provider audits conducted by
Myers & Stauffer, LC. MPI initiated the Recovery Audit Contract
required by the Affordable Care Act. He clarified that the
departnment contracts as a state, but goes through the federa
process to conduct the 142 audits. He opined that Ml should
work more closely with MCU in this area due to the great
opportunity for recovery. He concluded that MPlI participated in
four on-site investigations in collaboration wth MCU the
O fice of the Inspector CGeneral, and the FBI

1:47:19 PM

COWMM SSI ONER STREUR di scussed t he Di vi si on of Publ i c
Assistance's role in preventing fraud. Public Assistance Fraud
Control investigates allegations of applicant and recipient
fraud, collaborates with federal and state agencies, and works
on admnistrative sanctions and/or crimnal prosecutions. The
Division has offices in Anchorage, Fairbanks, Wasilla, and
Kenai .

COMM SSI ONER STREUR di scussed the Division's role in data mning
- looking at databases for ineligible uses of aid prograns. The
Al aska Corrections O fender Managenent System helps identify
felons illegally collecting benefits. The Division attenpts to
maxi m ze existing informati on systens to prevent fraud.

1:48: 51 PM

COWM SSI ONER STREUR hi ghl i ghted Public Assistance Fraud Contro
acconplishnments in FY 13. He spoke of the $9, 270,000 saved by
targeting cost avoidance, investigating fraud clainms, and
providing direct savings. ldentifying ineligible applicants
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before paynents are nmade nmakes up the largest part of the
savi ngs. There was $1,680,008 saved in applicant fraud

$6, 455,987 saved in categorically ineligible investigations, and
$441,558 saved in recipient fraud. From 12 fraud convictions,
$198,475 in court-ordered restitution was recovered.

1:50: 02 PM

ANDREW PETERSQON, Assistant Attorney Ceneral, Director, Medical
Fraud Control Unit, Departnment of Law, Anchorage, Al aska,
presented information on the "Al aska Medicaid Fraud Control Unit
(MFCU) . " He referred to the Omibus Budget Reconciliation Act
of 1993. It requires states to establish MCUs with performance
standards and gui delines and m ni num personnel requirenents. |If
the standards are net, the Federal Financial Participation G ant
will fund 75 percent of M-CU operati ons.

1:52: 17 PM
MR. PETERSON discussed the areas MCU focuses on. It
i nvestigates and pr osecut es nmedi cal assi st ance fraud,

all egations of abuse or neglect, and financial exploitation or
m sappropriation of patient assets. These areas are regul ated by
federal grants and relate to agencies that receive Medicaid
dol | ars. Q her areas  of focus, separate from crimnal
prosecuti on, are gl obal recoveries through the National
Associ ation of Medicaid Fraud Control Units, and civil suits by
t he state.

He said MFCU also has |limtations. It does not focus on non-
Medi cai d cases, investigating or prosecuting recipient fraud, or
data m ning. He explained that MFCU is part of the Departnent of
Law and falls under the Attorney Ceneral's Ofice, and it is
i ndependent fromthe Departnent of Health and Soci al Services.

Anot her requirenent for federal funding is that MCU have an
assistant attorney general for prosecuting, a financial auditor
or CPA, and at |east one chief investigator. He described the
unit nmenbers.

1:56: 02 PM

MR. PETERSON reported on the funding for MFCU. The funding year
is in federal fiscal years. Funding increased from 2011 to 2012
due to the legislature's funding of three additional
investigators, totally 6 investigators plus an auditor. The
nunber of investigations decreased intentionally because of
col | aboration with DHSS to inprove the quality of the referrals.
| nvestigators no |onger have to spend time screening cases. The
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nunber of convictions has increased, beginning in 2013, from one
to nineteen. So far in 2014, there have been 25 convictions.

1:59:10 PM

MR. PETERSON shared Medicaid fraud statistics. The FBI Financi al
Crinmes Report from 2010 to 2011 estimates that between 3 percent
and 10 percent of total billings nationw de are fraudul ent.

SENATOR M CCl CHE asked about the statute of limtations on past
fraud cases.

MR. PETERSON explained that the statute of I|imtations is
generally 5 years; however, it can be up to 8 years for fraud
cases, but no nore than one year past the date of discovery. He
expl ai ned that when he took over the unit, there were many old
cases, but the decision was to address the new ones. He used
home health care as an exanple of old cases that can be | ooked
at because the providers can be identified; Al aska is ahead of
the curve in this area.

2:02: 39 PM

MR. PETERSON noted that fraud schenmes are becomng nore
sophisticated and tend to be carried out nationw de. Efficient
deterrence requires agency cooperation. The best way to deter
fraud is to collaborate with other agencies.

He described MFCU s col |l aboration with the Departnment of Health
and Soci al Services (DHSS). Through coordinated Medicaid
Division neetings, Program Integrity, Quality Assurance, Health
Care Services, Behavioral Health, and Departnent of Law, neet
t oget her to identify cases of concern, pr obl ens, and
limtations.

2:05:28 PM

MR. PETERSON hi ghlighted collaboration with other agencies such
as the Alaska State Troopers, Mnicipality of Anchorage & APD,
Ofice of Inspector General (O G Agents, FBI, Inmgrations and
Custons Enforcenent, other federal agencies |ike SSA, DEA USPS,
and Departnents of Labor, Commerce, and Corrections.

He discussed health care fraud referral sources: DHSS, online
website, private citizens, recipients, police, providers, and
ot her gover nient agenci es. MFCU  screens referral s and
investigates themor refers themto other agencies.

2:08:16 PM
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MR. PETERSON turned to Medicaid paynent suspensions. There are a
total of 62 suspensions based on credible allegation of fraud
from 10/12 to the present. He described the process of paynent
suspensi on. He gave exanples of areas in which there have been
paynent suspensions; a honme health care agency, a transportation
service provider, two nedical practices, and 58 individual hone
health care attendants. The cost savings estimate is about $15
mllion.

CHAI R STEDVAN asked if that is a projection of |oss over tine.

MR. PETERSON understood that it was an estimate of future
savi ngs.

He described prosecutions from Cctober of 2012 to the present
where MFCU charged 72 crimnal cases. Those cases focused in

areas such as personal health care attendants billing for
services not provided, double billing for time, travelling
internationally, and billing while recipient is hospitalized.

There were three cases against assisted living home enpl oyees
for endangering the welfare of a vulnerable adult, and fraud by
a doctor and an office manager.

2:12:45 PM

MR. PETERSON hi ghlighted resolved cases. Between OCctober 2012
and the present, there were 44 crimnal convictions where the
i ndi vidual s were suspended from providing Medicaid services and
had to provide restitution. Judgnments totaling $226,931 were
secured. There were also two civil resolutions. There are a
nunber of pending cases and ongoing investigations. The
estimated potential recovery is between $1.3 nillion to $3
mllion if allegations are proven.

MR. PETERSON discussed notable cases. He described State v.
Bat ac where the defendant was enployed by the Minicipality of
Anchorage as a tax assessor and at Hone Depot. The defendant
billed Medicaid for PCA services while working and traveling.
The total anmount of fraud equal ed $64, 665.47 and she received a
felony conviction and was sentenced to one year in jail followed
by probation for 10 years. She has the option of paying back the
nmoney for reduced probation.

2:15: 29 PM
He said another case was State v. @nes and involved an
Anchorage taxi driver convicted for fraudulently Dbilling

Medi caid $100. He was accepting Medicaid vouchers for rides that
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were prohibited and submtting false clains. Anchorage suspended
his chauffer license for five years and revoked his taxi permt.

He discussed an allegation for services not provided by the
Anchor age Transportati on Conpany.

2:17:54 PM

He highlighted a personal care attendant (PCA) case where 29
defendants were charged on July 9, 2013. The case was jointly
investigated with $362,000 in fraudulent billing identified.

2:19: 06 PM

MR. PETERSON talked about the value of cooperation between
agencies in order to efficiently wutilize |imted financial
resources and the expertise of mny, as well to identify

weaknesses and solutions for inproving the program He indicated
that Alaska is quite innovative in regulating hone health care
prograns and for getting results due to a high |evel of agency
cooperation. The sentinel effect is a general deterrence because
it leads to a decrease in fraudulent billing and savings from
deterring fraud and/ or suspendi ng providers.

2:20: 56 PM

CHAI R STEDVAN referred to the budget increnment to the Departnent
of Law a few years ago. He commented on the positive results
fromthat funding.

SENATOR M CCI CHE t hanked M. Peterson for his hard work.

CHAI R STEDMAN t hanked Comm ssioner Streur and comnmended the good
teameffort.

2:22:54 PM

There being no further business to conme before the commttee
Chair Stedman adjourned the Senate Health and Social Services
Standing Comm ttee at 2:22.
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