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HOUSE BI LL NO. 148

"An  Act relating to nedical assistance reform
nmeasur es; relating to eligibility for nmedi ca
assi stance coverage; relating to medical assistance
cost contai nnent neasures by the Departnent of Health
and Social Services; and providing for an effective
date."

8:38: 05 AM

MATT ElI SENHONER, DI RECTOR, COVMUNITY HEALTH DEVELOPMENT,
PEACEHEALTH KETCHI KAN MEDI CAL CENTER, KETCHI KAN, shared his
intent to provide a "boots on the ground" perspective on
popul ation health and work the center had done through an
i nnovation program funded by a Centers for Medicare and
Medi caid Services (CVM5) grant. He provided a PowerPoint
presentation titled "Envisioning Better Car e, Better
Health, a Better You!" (copy on file). He relayed that
Ket chi kan had a popul ati on base of approxinmately 16,000. He
addressed the CMS Denobnstration Project on slide 3. He
relayed that in 2010 the Affordable Care Act (ACA) had
given over $10 billion to CVM5 over a ten-year period to
| ook at denonstration popul ation health inprovenment nodels;
some of the nodels were related to paynent reform and care
delivery changes. PeaceHealth had been a recipient of one
of the initial grants, which was awarded for a three-year
period at a total of $3.1 mllion. The project at
PeaceHealth had functionally started in January 2013 and
had t ouched about 3, 300 lives in t he comunity
(approxi mately 20 percent of the community residents).

M. Ei senhower addressed that CM5 was trying to acconplish
part of the "Triple Alm" which was a per capita reduction
of cost for patients receiving care and sonme confidence in
popul ation health (slide 4). PeaceHealth had |ooked at
paynent reform related to how nunbers were tracked, which
was largely a new concept in healthcare. Additionally, the
project had focused on how to shift sonme care. He relayed
that for the past 50 years the healthcare delivery system
had been experts on how to fix people, but were by in |arge
not very good about keeping people healthy. He opined that
it should nore appropriately be called "sick care" due to
the way clinicians were trained and the way providers were
paid for fee-for-services. He explained that providers only
got paid when they worked with patients, typically when
they were fixing a problem they did not typically get paid
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when hel ping patients to stay healthy. He spoke to various
ways to reduce the cost of care: 1) reduce readm ssion
rat es; 2) reduce unnecessary utilization of certain
procedures that may not be necessary if patients are given
the preventative treatnent they needed; 3) increase care
for chronic disease surrounding hypertension, high blood
pressure, and diabetes (cost of care for these issues
dramatically decreases when treated properly at an early
age); 4) increase comunity understanding and encouraging
ownership in patients' healthcare; and 5) increase access
to care.

8:42:19 AM

M. Ei senhower highlighted outcones on slide 5. Exanples of
outcomes illustrated on the slide included controlling
di abetes (especially for patients with out of control
di abetes, which lead to conplications), enmergency room (ER)
clinic referrals when a patient should be seen in a primry
care physician setting, hypertension inprovenent, and how
to provide better follow up after a patient |eaves the
hospital. He addressed readm ssion rates on slide 6. He
stated that typically if a patient needed to return to a
hospital within 30 days for the same diagnosis sonething
was wong (either they were not properly treated or their
post-acute care was not accurately handled). He addressed
that based on other hospitals of a simlar size, the
facility's readm ssion rate should be approximtely 8.87
percent. Prior to the work PeaceHealth had done, its
historical rate had been 9 to 9.5 percent over the past
five years. He pointed out that raw data for an 18-nonth
period showed a decrease in readm ssion over the period. He
noted that the facility's current adult readm ssion rate
was 5.93 percent conpared to the expected 8.87 percent
readm ssion rate. He <continued that as sone of the
interventions had been refined over a six-nonth period,
readm ssion rates had dropped from 7.42 percent down to
4.86 percent, which represented a 45 percent reduction
(slide 9). There were about 1,200 hospital adm ssions in
Ket chi kan annually, which equated to approxinmately 50
patients who did not need to return to the hospital
unnecessarily. He esti mat ed t hat t he savi ngs was
approxi mat el y $500, 000.

8:45:14 AM
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M. Ei senhower discussed that CM5 wanted hospitals and
caregivers to inprove per beneficiary per encounter cost
reduction (slide 10). He detailed that the <cost for
Medicare (patients over the age of 65) and Medicaid
(federal/state entitlenent for people wth needs) had gone
from $536/ encounter in FY 12 to $457/encounter in FY 13 (a
reduction of 15 percent). Al payers (private insurance
conpani es) had al so seen the sane savings. He addressed the
| oner portion of slide 10. Hospital data for 2012 and 2013
was shown on the right and clinic data was shown on the
left. He pointed out that the clinic data represented
regul ar doctors providing preventative care; the paynent
dollars for all payers was approxi mately $200. He renarked
that the paynent dollars for Medicare and Medicaid had not
changed significantly; the nunbers may actually rise if
providers were doing their jobs properly. He pointed to the
"all payers" under the hospital colums and noted that the
deep costs resided in this area. He pointed to a dramatic
reduction for hospitals per beneficiary per encounter from
$1,373 in 2012 to $1,028 in 2013. From a prevention
standpoi nt costs were expected to remain about the sane or
rise, with a cost or paynent reduction on the inpatient and
hospi tal side.

M. Eisenhower provided an exanple related to transitiona
care on slide 11. He explained that when a patient |eft the
hospi t al the discharge report was provided to care
coordinators (social worker, licensed practical nurse, and
regi stered nurses) who discussed next course of treatnent
and nedication reconciliation with patients. He el aborated
that nedication reconciliation was used for certain
di seases such as heart failure; understanding and taking
medi cation was a key conponent of reducing readn ssion
rates. He enphasized that there were nmany non-nedical
hurdles to healthcare that resulted in nedical failures.

8:48:32 AM

Co- Chair Thonpson noted that Representative Gara had | oi ned
t he neeting.

Vice-Chair Saddler asked for a definition of nedication
reconciliation. M. Eisenhower replied that nmedication
reconciliation was helping the patient wth nedications
they were taking, what they should be taking, and how nuch
they take. For exanple, it boiled down to telling a patient
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to take one blue pill in the norning and two pink pills at
ni ght.

Vice-Chair Saddler asked for clarification on what was
bei ng reconci | ed. M . Ei senhower replied t hat
reconciliation referred to whether a patient was doi ng what
the doctor prescribed. He enphasized that frequently a
patient either did not understand the discharge planning or
failed to pick up their prescription because they could not
afford it, they did not have transportation to pick it up,
or other. He reiterated that patients ended up back in the
hospital due to many hurdles that were not necessarily from
a scientific or nedical standpoint.

M. Eisenhower continued to discuss a snapshot of the
process on slide 12. The hospital enployed social workers
and primary care physicians for transitional care; it also
wor ked Wi th fi nanci al educat ors and comunity
organi zations. The hospital followed up with patients two
days after they were discharged to provide post-acute care.
He addressed the transition of care call tenplate on slide
13. He explained that the tenplate was easily replicated
for other organizations if needed. Slide 14 showed exanples
of things a nurse did prior to naking a phone call. The
nurse reviewed a patient's experience in the hospital and
| ooked for red flags that may result in readm ssion. For
exanple, if a person went in for knee surgery the nurse
would not find it inportant to check their ear; the
preparation was specifically related to the patient's
recent procedure. The preparation also included a
medi cation review, follow up appointnents, hone health,
ot her community support, and supplies. He |ooked at slide
15 and addr essed t he i mportance of not i vati onal
interviewwmng and active Ilistening with patients. Care
coordinators aimed to ensure that the patient did not
return to the hospital and provided their recommendati on.

8:51:52 AM

Representative WIlson asked if M. Ei senhower was referring
to the ER when he discussed the hospital. M. Ei senhower
replied in the negative. He explained that he was referring
to discharged patients |eaving the hospital after they had
been admitted. He detailed that frequently a patient's
visit began in the ER and ended up in the hospital.
However, simlar procedures were used for ER patients as
well. He continued that once a person was admitted their
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| evel of acuity or difficulty was typically higher than the
energency room The goal was to keep patients from using
the ER repeatedly if the environnent was not appropriate.

Representative WIlson recalled visiting Unalaska a few
years earlier. She discussed that the Unalaska clinic was
also the enmergency room She explained that the clinic's
nodel focused on steps it could take to prevent patients
from unnecessarily using the energency room She surm sed
that the nodel used by PeaceHealth focused on follow ng up
wi th di scharged patients to reduce readm ssion rates.

M. Eisenhower replied in the affirmative. He clarified
that on a federal Medicare level the itens were starting to
be paid for with fee-for-service. The Medicaid world did
not currently have the tools from a paynent standpoint. He
conti nued addressing psychosocial hurdles that resulted in
expensive nedical care (slide 15). For exanple, a patient
may not fully understand their insurance or their coverage,
may be concerned with pricing transparency, and other. He
di scussed that often tines homel essness could contribute to

a lack of heal i ng. O her issues included adequate
caretaking at hone, transportation challenges (access to
food and basic needs), disabilities, general medi ca

literacy challenges, and other (slide 16). He believed that
addressing the issues was part of the nmedical comunity's
responsibility. He stated that the only way it would happen
and woul d be incentivized was through paynent reform and by
holding hospitals and clinics responsible for their
patients. He continued that nmedical facilities should be
given the financial tools of paynment in order to hire
people who <could help (i.e. social workers and care
coordi nators).

Co- Chair Thonpson noted that Representative QGuttenberg had
joined the neeting.

M. Ei senhower addressed the final slide "Questions and
Di scussion” (slide 17):

e Tough math: $700,000 in operational costs results in
about a $1.5 mllion in lost revenue. Were is the
incentive to change?

e Key ingredient currently mssing in nost facilities is
capital and confidence.

e Care coordi nation requires | ocal know edge by
caregi vers.
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M. Eisenhower el aborated that there was a net $2.2 mllion
loss the hospital was realizing. He stated that the
hospital did it in part because it had a grant to cover
operational costs and philosophically it was the right
thing to do; however, the nodel was not sustainable. He
believed capital for the upfront startup costs of simlar
programs was mssing. Additionally, confidence that it
woul d work in conmmunities was | acking. PeaceHealth had been
fortunate to receive capital from a grant. He added that
the care coordination required |ocal knowl edge by
caregi vers. He noted that based on the facility's
experience, it was not practical to use a call center in
Chicago to help with the itens the organization found to be
successful .

8:58:11 AM

Representative Gara wondered if Medicaid expansion had any
bearing on the Ketchikan conmunity. He referenced previous
testimony from the Alaska Regional Hospital that wth
expansion it could reduce ER costs by constructing a clinic
to provi de needed services for a much | ower price.

M. Eisenhower replied that the scenario described by
Representative Gara was called a "fast track™ in the
medi cal system where a person cane into the energency
room but was fast tracked through a different |evel of
servi ces. He stated Medicaid expansion would  help
PeaceHeal th provide self-payers with a tendency to use the
ER with nore optimal clinic or fast track options. He added
that from a researcher standpoint, the cost really resided
in preventable expensive readmssions to hospitals. For
instance, the hospital costs to the ER my be a few
t housand dollars, whereas a readmi ssion of a heart failure
patient could be $30,000 or $40,000. He discussed that in
smal l er conmunities |ike Ketchikan, the hospitals averaged
about 24 patients in the ER every 24 hours. He el aborated
that even iif the nunber was reduced, the hospital's
staffing and cost for the ER did not change. He detailed
that PeaceHealth could not really adjust its staffing to
realize savings due to the facility's volunmes. He stated
that from a patient perspective it was about quality of
care - getting a person in the right place, which was often
not the ER
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Representative Gara wondered if unconpensated costs sent to
private insurance payers would be reduced if ER care was
reduced through Medicaid expansion. He asked if expansion
would have a side benefit for Alaskans wth private
i nsurance who had their premuns hit due to unconpensated
care.

M. Eisenhower deferred the question to another party. He
remarked that there was a wdely understood perspective
that the whole trend of healthcare was <changing to
popul ation heal th; there was an understanding that
hospitals would have a different role in the future. Froma
hospital standpoint, there were many things that could be
prevented. He continued that the cost based on vol une would
reduce through a conbination of good population health
managenent (keeping people out of the hospital) as well as
ensuring patients in the hospital could pay their bills
t hrough Medi caid expansion. He recognized that PeaceHealth
woul d have to redeploy many of its resources and nove away
from the acute setting towards the preventative world. He
believed the perspective was wdely understood. However,
there was currently not nuch incentive to nmake the change
based on a paynment perspective; he could not get paid for
much of the preventative work that was currently being
done. He explained that the prevention was actually
decreasing the revenue in the hospital setting.

9:03: 37 AM

Co-Chair Thonpson |iked the idea of inproving wellness and
working to prevent people from comng back to the hospita
repeatedly; however, he believed for larger hospitals the
scope of the increased work would be very difficult.

M. Eisenhower answered that his presentation represented a
smal | sliver of population health. He communicated that CMS
and Medicare provided chronic care nanagenent, which
allowed the hospital the enrollnment of patients on a
monthly basis in a registry. As long as the patients went
through the preventative conponents dictated by CMS, the
hospital was paid for the work. Currently traditional care
and chronic care managenent were the two options avail able
to the hospital. He agreed with Co-Chair Thonpson. He
continued that often in the Lower 48 the wrk was
segnented; there were staff who only worked with discharge
patients, while others worked only with chroni c nanagenent.
He discussed that it was doable; for every $1 the hospita
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spent it was saving $2. The hospital knew inprovenent was
possible, that it was the wave of the future, and the right
thing to do.

Vice-Chair Saddler asked if PeaceHealth was a for-profit
hospital. Additionally, he wondered if the facility was the
only hospital in Ketchikan and if it was part of a national
association. He asked for detail on the facilities. M.
Ei senhower responded that PeaceHealth was part of a system
of eight hospitals in the Northwest. He furthered that
PeaceHealth was the only hospital in Ketchikan; it had one
clinic in Craig. PeaceHealth was a critical access hospital
with 25 beds; the facility offered a wde array of
specialty services including obstetrics and orthopedic and
general surgery. He remarked that a lot of Alaska had a
cl osed system including PeaceHealth. He elaborated that
wthin its system nobst of the physicians were enpl oyed by
PeaceHealth; therefore, the facility had a very close
relationship with the inpatient world, which was not the
case everywhere. He was not opposed to clinics renaining
i ndependent, but he believed there needed to be a closer
col l aboration; in the past nmuch of the patient care had
been sil oed.

Vice-Chair Saddler asked how many hospitals were in
Ket chi kan. M. Eisenhower replied that there was only one.
He detailed that there was not significant incentive for
the hospital to conpete for patients due to the lack of
conpetition. People had questioned why the hospital was
payi ng noney to | ose noney; the hospital was doing it to be
a |l eader, because it believed it was the right thing to do,
and because ultimately it would benefit.

Vice-Chair Saddler asked about the hospital's current
funding stream He asked for the nunber of Medicare,
Medi cai d, and ot her payers.

9:08:40 AM

M. Ei senhower replied that public payers accounted for 50
percent (Medicare at 21 percent/Medicaid at 18 percent), 8
percent were dual payers, 37 percent private payers, and 12
percent were uni nsured or self-pay.

Vice-Chair Saddler pointed to slide 16 related to hurdles

to follow up care. He believed addressing patients' housing
needs, famly support, transportation, and food was a broad
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mandate of care. M. Eisenhower replied in the affirnmative.
He did not believe it was the hospital's responsibility to
handl e the itens, but he did believe the hospital needed to
take sone ownership to help patients navigate the itens to
sonme degree. He furthered that the hospital did not have to
provide housing, but in nmany cases it needed to help
patients figure out housing through other organi zations.

Vice-Chair Saddler asked if the hospital needed to help
patients figure out housing out of a sense of social
obligation or because it was good for the business.

M. Ei senhower answered that it was good for public health.
He believed the days were gone where a payer was agreeable
to continue paying every tine a patient showed up to the
hospital; the payers wanted true capitation and popul ation
health. He elaborated that hospital organizations took
responsibility for a life and would negotiate what that
life cost would be. For PeaceHealth the scenario was 10 to
15 years down the road; however, there were affordable care
organi zations in the Lower 48 that had a capitative
agreenent .

Vi ce-Chair Saddl er asked for a definition of capitative.

M. Eisenhower explained that a capitative agreenment neant
that a hospital would receive one allocated paynent anount
per year for a patient. For exanple, PeaceHealth would
receive $6,000 per year to take care of a patient. The
structure incentivized PeaceHealth to mmke sure prevention
was done because any cost above $6,000 would cost the
hospital, whereas if the hospital did a good job and the
patient only cost $4,000, the hospital wuld net the
remai ni ng $2,000. He remarked that there had been waves of
the scenario through the 1980s through managed care and
other. Utimtely, the consuner would drive the change
through the expectation to receive good care. He opined
that outside of capitation, it was difficult to see how the
situation woul d change.

Vi ce-Chair Saddl er believed M. Ei senhower was saying that
people would be willing to give up nore control of their
lives to the influence of the healthcare systemin order to
receive healthcare at a lower cost. He thought it was an
interesting trend to have a healthcare system take over
nore responsibility for food, disabilities, housing, famly
support, and social work.
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9:12: 57 AM

Representati ve Edgnon referred to M. Ei senhower' s
statenment that healthcare should be nore appropriately
called sick care due to the high nunmber of patients who
returned prematurely. He pointed to M. Ei senhower' s
t hor ough di scussion about all of the things PeaceHealth did
to reduce readmssion rates to 8.7 percent. He surm sed
that the takeaway was nore about paynent reform and the
fact that if healthcare providers received the proper
resources they could provide  better care, i ncrease
ef ficiency, and reduce readni ssions.

M. Ei senhower agreed. He detailed that nost providers
understood what needed to be done to keep people out of
hospital. He relayed that there was currently not the
incentive to do so. He believed paynent reform was the
i ncentive.

Representati ve Edgnon asked for verification that paynent
reform was nore inportant than expanding Medicaid. M.
Ei senhower believed the tw went hand in hand. He
el aborated that Medicaid expansion would provide nore
revenue to the hospital because of the reduction in
unconpensated care. However, what he was referencing would
not be acconplished primarily wth Medicaid expansion
wi t hout some paynment and Medicaid reform

Representative WIlson referred to the 12 percent who were
uninsured or self-payers. She asked if the hospital
received any federal funds that offset the 12 percent if
they could not pay. M. Eisenhower did not believe so. He
added that there were self-payers who paid their bills.

9:16: 05 AM

Representative WIson stated that nany people had gone
through the exchange in the past year. She comented that
individuals had been given the <choice to buy health
i nsurance or take the federal tax penalty. She wondered if
the 12 percent figure had declined when the exchange had
been i npl enment ed.

M. Eisenhower prefaced that he was not a chief financia
officer. He answered in the first quarter of FY 14 the
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percentage  of sel f-payers had been 17 percent at
PeaceHeal th; the number was currently 12 percent.

Representative WIson asked how nmuch of the 12 percent had
no funds to offset their costs. M. Ei senhower would follow
up with the information

Vi ce-Chair Saddl er asked about the specific Medicaid reform
requi renents needed to acconplish the triple ains care
coordi nation process. M. Eisenhower replied that the
hospital's experience had denonstrated that capital was
needed to start up a program get the training in place

and to ensure tracking is done properly. He shared that
capital was necessary for the first step in Al aska, which
would |ead to confidence in policy makers to do even nore
paynent reform True paynent reform would nean ensuring the
hospital was conpensated for its wrk from a fee-for-
servi ce standpoint (which was not currently occurring).

Vi ce-Chair Saddler asked about elenents of paynent reform
needed. M. Eisenhower answered that paynent could be
provided to the hospital by a private insurance conpany,
Medi caid, or Medicare. He detailed that for over 50 years
it had been a fee-for-service. He stated that paynent
reformcould come in many fornms. He used true capitation as
an exanple of an extreme paynent reform that he did not
foresee the state seeing in the next few years. Cearly in
paynent reform nodels, the fee-for-service would be
shifting or adding fees for services the hospital was
providing that it was not currently paid for. For exanple,
the hospital was not currently paid for transitional care;
there was no fee structure that enabled the hospital to
bill for the service.

Vice-Chair Saddler asked for wverification that paynent
reform would be separate from Medicaid expansion. M.
Ei senhower replied that it was possible.

9:21: 04 AM

Vice-Chair Saddler referred to the hospital's $3.1 mllion
grant for three years. He asked how nuch capital would be
needed for the facility. M. Ei senhower replied that
PeaceHeal th woul d need approximately $700,000 per year to
i npl enent  al | of the population health benefits. He
expl ained that PeaceHealth had received nore than the
$700, 000 because a piece of the project was to track the
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data and conduct the research; nobst facilities would not
need that extra | ayer.

Vice-Chair Saddler asked if it would be fair to divide the
$700,000 by the hospital's 1,200 patients to determ ne the
cost per patient. M. Ei senhower replied in the negative
He detailed that it was only one piece of what the hospital
was doi ng. He could provide the information. The
transitional care nmanagenent piece represented in the
presentation was only one facet of the broader work being
done.

Vi ce-Chair Saddl er appr eci at ed seei ng what care
coordination and cost containnment could Dbe. He also
understood that the itens were exclusive of Mdicaid
expansi on. M. Ei senhower agreed.

Co- Chair Thonpson referred to discussion that Al aska was
the only state that had no nedical provider tax. He asked
for cooment. M. Eisenhower replied that the topic was out
of his expertise.

9:23:16 AM

Co-Chair Thonpson noted that the follow ng presenters were
wor ki ng on a coordinated care project in Kenai.

RICK DAVIS, CEO CENTRAL PENI NSULA HOSPI TAL (CPH), KENAI,
read froma prepared statenent:

Central Peninsula Hospital is a 49-bed acute care
hospital in Soldotna. It is owed by the Kena

Peni nsul a Borough and | eased to a nonprofit board CPGH
Inc. I'm testifying today in support of Medicaid

reform and Medicaid expansion. In addition |I'm going
to cover a denonstration project that we' ve been
working on that could help put Mdicaid on a
predi ctable and sustainable glide path. Reform is
necessary for Al aska and expansion is necessary for
t hose Al askans who can't afford coverage. Wen | talk
about reform I'm really talking about both delivery
and paynent reform conbined. Because CPGH is a
st andal one comunity hospital, we nust figure out a
glide path on our own. There isn't a big health system
behind us or a corporate swat teamto call in to help
us navi gat e t he rapi dly changi ng heal t hcare
envi ronment .

House Fi nance Conmmittee 13 04/09/15 8:37 A M



Some of you on the conmttee nay have hospitals in
your districts t hat oper ate under t he sanme
circunstances and pressure. As a result, we are |eft
to our own devi ces to survive the ongoing
transformation while continuing to provide those high
quality services that make sense for our populations
we serve. The process and tineline for us to change
and how we deliver and pay for care has now been
accel erated due to the current fiscal climte we find
in Alaska today. For our part CPH began devel oping a
pil ot denonstration over a year ago for the Medicaid
popul ation on the peninsula. The denobnstration is a
managed care plan nodel that is risk baring, locally

governed provider network that we call a community
care organization or CCO for short. It would provide
al | Medicaid beneficiaries wth physical heal th

services and potentially behavioral health and denta
services in one benefit package. The CCO would be paid
under a single global budget for these services that
can only grow at a fixed rate per year. That stability
should be attractive from a state budget architect's
standpoint as it elimnates the peaks and valleys that
occur fromyear to year with the budget.

The CCO woul d be held accountable by the state to neet
performance netrics and quality values that align with
i ndustry standards, new systens of governnents, and
paynment incentives that reward inproved  health
outcones. Healthcare in Alaska is fragnented and it
| acks coordination and efficiency, whi ch  reduces
quality and increases unnecessary care. Currently
Al aska does not utilize managed care organi zations or
managed health plans, but | understand there is
| anguage in nearly every bill the Ilegislature is
considering that provides for elenents of the Medicaid
popul ation to be enrolled in a nanaged heal th pl an.

| support making this necessary step. W nust begin
structural paynent reform in Al aska now because it's
clear to me that this will be the next stop in the
road to reform W' re tal king about gl obal paynent as
a paynent reform nmechani sm here.

| view our CCO as the step beyond paynent reform My

belief is sinply based on the funding structure and
risk baring nature of the program Mre inportantly
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providers will no longer be paid for treating illness,
but instead for a highly coordinated system that
prevents illness and the high costs associated wth
it.

9:27: 55 AM

M. Davis continued reading a prepared statenent:

As a hospital admnistrator | see things al nost every
day which do not nmake nmuch sense wth regard to
patient care. The reason for this is because of the
way providers are reinbursed or to take it a step
further, the way incentives in our business are
m saligned. An exanple, a termnally ill person who
has managed to stay at hone until their condition or
pain has deteriorated to a point that their famly
could no longer provide the Ievel of care necessary to
manage their |oved one's pain. Wat happens next for
that patient? Probably many of you are thinking the
next logical step would be hospice care. That would
seem to make the nobst sense, but in our comunity you
won't find a robust hospice program W have a
vol unt eer hospice program that does their best | oaning
out equi pnment providing sone honme health visits wth
the limted donations that they currently receive. But
nost patients still conme to the hospital for those
final days of their |life. As a hospital, we're not
incentivized to provide home hospice care sinply
because we're not paid for it. But | would like the
flexibility to do that. So what happens instead? The
patient's admitted to the hospital where they' re nopst
likely to spend their |ast days receiving care, but in
t he wong hi gh-cost environnent.

Under the CCO nodel a global budget would allow the
organi zation flexibility to develop a nore robust
hospi ce  program that would provide this pai n
managenent, palliative care, and respite services for
the famly in a | ess expensive home environnent.

Vice-Chair Saddler asked for a definition of the term
gl obal paynent. M. Davis replied that it could be called
capitation, per diem or other; it was a nmechanism of
paynment. For exanple, on the Kenai Peninsula Borough there
had been a given nunber of Medicaid beneficiaries who paid
a given amount for service. The concept would be to present

House Fi nance Conmmittee 15 04/09/15 8:37 A M



a gl obal budget for the population for the follow ng year,
capped at a «certain |level; it would then be the
organi zation's responsibility to manage the care of the
given population wunder the defined global budget. He
believed it had to be done through a coordinated effort
between the physicians, hospi tal s, post-acute care,
i nsurance, and ot her.

Vi ce-Chair Saddler surmsed that it [global paynent] |ooked
at history to determne how nmuch it cost to provide care
for a population and then limting the organization to the
hi storical average to elimnate outliers.

9:31: 44 AM

M. Davis continued to read a statenent:

| would like for us to have the flexibility to be able
to put these care nodels in place, but if we do divert
our current resources to non-paying services it
j eopardi zes our other services that we do provide for
our residents. It sounds ridiculous because it is. W
need to restructure our paynent system so that we can
do what is best for the patient at a sustainable cost.
The denonstration project we're building would allow
us to do that. You my be wondering what the
coordi nated care organi zation looks like. It's a nodel
based on a clinically integrated care and popul ation
health rmanagenent nodel. It includes the hospital
enpl oyed and independent primary care physicians,
behavi or al health providers, speci al i sts, and an
insurer. And they all work together instead of against
each other, which is kind of the way our current
systemis built. This structure requires a great deal
of frontend work to bring the stakehol ders together,
agree on a paynment structure within the organization,
and we would need to form a network, a shared savings
di stribution program and develop quality targets and
metrics for accountability.

W're currently in the process of analyzing our
current Medicaid population to better understand our
needs. Under traditional managed care health plans the
system separates physical health, behavioral, and
ot her types of care. That nmkes things nore difficult
for the patients and providers and nore expensive for
the state. A CCO would have the flexibility to support
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new nodels of care that are patient centered and team
focused, and reduce health disparities.

|'"'m not guaranteeing we can provide all of these
benefits together j ust yet. W're doing that
assessnent now. We believe a CCO would be better able
to coordinate services and also focus on prevention,
chronic illness managenent, and person-centered care
W would have the flexibility within our budget to
provi de services along with nedical benefits with the
goal of making and neeting the triple ainms of better

heal t h, better care, and lower costs for the
popul ation we serve. There's not a better tinme in
Alaska to consider inplenmenting these nodels in

conmbination wth authorizing Medicaid to expand.
Transformng newy eligible nmenbers into the nmanaged
care delivery system and our global budget nobdel woul d
hel p ensure sustainability in the state funding of the
expansi on when that tinme cones.

Al aska should strongly consider noving into the care
coordi nation organi zation nodel to stabilize Medicaid
f undi ng, pr event future reductions in Medicaid
coverage and benefits for Alaska's nost vulnerable
constituents, and begin working towards providing the
preventative care needed for a healthier Al aska.

M. Davis relayed that there was an wupfront cost to
devel oping a program |ike the one under discussion. The
organi zati on had sone enployed physicians, but the majority
were independent. He communicated that integrating all of
the providers into a system was a substantial project wth
associated costs. He explained if the project was
successful, reinbursenent at the hospital would decrease.
For exanmple, recently there had been nine psychiatric
patients. He enphasized that CPH was not a psychiatric
hospital and was not the best place for the care to occur.
Additionally, there had been a waiting room full of sick
and injured patients. He comunicated that there was no
safety net system in the comunity to help the people
before they reached a point of suicidal tendency or other
that brought themto the energency room He el aborated that
the state paid the hospital for the very expensive care;
some of the patients ended up being admtted to the
hospital and others were helicoptered to the Al aska
Psychiatric Institute. He furthered that a global budget
would allow the hospital to begin putting hospice, hone
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health, and other services in place. Expanding Medicaid
would allow the hospital to fund the program He stated
that without a grant, there had to be a revenue stream from
somewhere to hel p devel op the innovations.

9:37:16 AM

Vice-Chair Saddler asked if CPH was the only hospital on
the Kenai Peninsula. M. Davis replied in the affirmative.
He el abor at ed t hat Sout h Peni nsul a Hospi t al was
approximately 80 mles south in Honmer. Central Peninsula
Hospital was a 49-bed facility; it received approximtely
50 percent of its paynment from Medicare/Medicaid, 35
percent commercial, 6 percent self-pay, and 7 or 8 percent
f eder al pay (Indian Health Services and the state
Departnment of Corrections).

Vice-Chair Saddler asked if there was a trend towards
consolidation. He heard M. Davis saying that if the
providers and follow up could all be coordinated there
woul d be nore control over the system and costs would be
reduced. He wondered if it was the long-term trend in
heal thcare. M. Davis was |ooking at integration rather
than consolidation noving forward. For instance, the
contracts the hospital was working on for participation in
the CCO involved transparency of data and sharing of
electronic health information between all of the CCO
menbers. Part of the problem with the current system was
the absence of primary care-centered case managenent; a
patient could visit the ER and go see a specialist, but was
lost outside of the system The clinically integrated
coordinated <care nodel was based on patient-centered
primary care nedical homes; the primary care nedical hone
nodel was where the coordination began. He furthered that
there was access to outconmes data from specialists, the
organi zati on knew where the good care was found and was
able to keep themwithin the systemto keep sight of their
heal t hcar e.

Vice-Chair Saddler could see the clear benefits. He asked
about physicians and heal thcare providers who were not part
of the CCO M. Davis answered that the goal was to better
coordinate the care. He expounded that if a physician chose
to not participate in the network, it did not exclude them
frombeing part of a patient's care.
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Vice-Chair Saddler remarked that “"resistance is not
futile." M. Davis agreed. He explained that a patient
woul d be referred to a physician who would provide the best
care (whether they were inside or outside the network). He
continued that ideally there would be better access to
outcones data for soneone in the network because they had
al ready agreed to share the data and neet certain outcones
criteria. The goal would be to have everyone involved wth
nore data transparency.

Vi ce-Chair Saddl er understood that CPH supported Medicaid
expansion. He wondered if the CCO was dependent on Medi caid
expansi on.

9:41: 26 AM

M. Davis replied that the CCO was dependent on Medicaid
expansi on.

Vice-Chair Saddler asked for verification that the CCO
could not currently be acconplished. M. Davis replied in
the negative. He detailed that the hospital could not
afford the upfront cost of developing the program w thout
Medi cai d expansion. He explained that if the project was
successful its ER volumes would drop. He shared that
recently the hospital had 7 patients at one tine who had
been over the age of 87. He relayed that the patients would
probably have been better served at honme through hospice or
a palliative care program but because the conmmunity did
not have the service, the patients had conme to the hospita

for their final days. He remarked that the hospital was not
the best place to go for a lot of the individuals; however,

there was currently no alternative. He conmunicated that
there was a cost associated with devel oping the program

The hospital's goal was to help fund sonme of the post-acute
care and pre-acute care prograns for the psychiatric
patients. He noted that PeaceHealth had received a $3.1
mllion grant to get its feet on the ground, but CPH did
not have any grants available to help.

Vi ce-Chair Saddler did not see how the reforns the hospita
wanted to acconplish were dependent on Medicaid expansion
He believed they were noney dependent.

M. Davis replied that it was the unconpensated care that

woul d becone eligible for Medicaid expansion that would
backfill the holes in the hospital's revenue stream He
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furthered that as the Medicaid ER popul ati on dropped due to
i nproved coordination of care, the hospital would be able
to replace the patients wth newy covered Medicaid
expansi on patients.

Vice-Chair Saddler comented that Medicaid expansion was
one way to provide the hospital with the noney it needed.

9:44: 10 AM

Representative Guttenberg thought CPH may be the |argest
unaffiliated hospital in the state. He nentioned the
Fai rbanks and Ketchi kan hospitals that were a part of a
|arger system He remarked that CPH had problens that
others did not have. He wondered how easy it would be to
change the culture inside the hospital. He wondered if
change of culture inside the hospital was governed by the
way the hospital managed care and assi gned doctors, nurses,
and physician's assistants. He wondered if it was difficult
to align people with the different mssions and whether
t here was an additional cost.

M. Davis answered that it was difficult to change the
culture within an organization. He did not believe the
nodel's focus was about changing the culture wthin an
organi zati on because doctors were trained to perform
procedures to heal people and nurses were there to care for
people. The nodel pertained nore to the nmanagenent of
popul ation health in the community that was not currently
taking place. The incentives were for everyone to do what
they were trained to do (i.e. procedures, visits, or
other). He explained that a global budget for popul ation
heal th managenent incentivized the cultural shift to a
clinically integrated network coordinated care-type nodel
where people becane incentivized to provide preventative
care, psychiatric safety net care, or to coordinate wth
the appropriate caregiver (as opposed to a person trying to
do it all thenselves because of paynent incentive). He
added that val ue-based purchasing was a |arge conponent of
the overall picture.

Representative Cuttenberg asked for detail on val ue-based
purchasing. M. Davis replied that value-based purchasing
meant being paid for outcones as opposed to procedures.
Currently hospitals were incentivized do nore MIs,
procedures, and volune. He furthered that the nodel would
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incentivize the hospital to provide valuable care instead
of just nore care.

Representative Quttenberg shared that his nobst recent
experience wth hospice had been dramatically different
than the previous experience. He addressed what had
changed. He explained that the hospice culture had changed
in the Fairbanks nedical community. He el aborated that one
doctor had taken the operation of the whole program under
his wing. He observed that hospitals were not getting fees
to deliver an adequate program such as hospice. He asked
for further detail.

M. Davis answered there was no paynent incentive for the
scenario described by Representative Cuttenberg. He
referred back to the elderly patients who had been in the
hospital recently; sone of the patients would have been
served better and nore cost-effectively at hone. The gl obal
paynent nodel would provide incentive for the hospital to
put a nore robust hospice program in place to help keep
simlar patients at hone. He furthered that the global
paynent would enable the hospital to prepare a hospice
program nore cost-effectively. He sunmarized that under a
gl obal paynment nodel the hospital would be incentivized to
devel op a hospice program whereas under a fee-for-service
nodel it was incentivized to admt them and to bill
Medi car e.

9:49: 53 AM

Representative CQuttenberg asked for wverification that
Medi cai d expansion would be necessary for the hospital to
make the changes described. M. Davis replied that the
hospital could neke the changes currently if it chose to
invest significant funds into a programthat would bring it
no reinbursenent. However, CPH was community owned and he
did not believe the cormmunity woul d support the idea.

Co- Chair Thonpson noted that Representative Dan Otiz was
present in the committee room

Vi ce- Chair Saddl er asked how nuch it would cost to make the
changes M. Davis had described. M. Davis answered that he
did not currently have a dollar estimate. He explained that
the real cost for the hospital would be in reduced services
it was providing for the current Medicaid population (i.e.
services provided when individuals inappropriately used the
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hi gh- cost energency room). He reasoned that the devel opnent
of the network, legal costs, manpower, and consulting costs
woul d be expensive. He relayed that the hospital was
working with the Rural Policy Research Institute, under the
University of Onhio [correction: University of lowa]; the
institute had received federal grant funds for rural
i nnovative healthcare nodel studies. He el aborated that the
institute was working with CPH along wth four other
hospitals nationwide to help the entities cone to terns
with how to establish nmaking the changes discussed. He
reiterated that CPH was a standalone entity; it did not
have the manpower to make the changes on its own. He
rel ayed that there would be quite an expense going into the
undert aki ng.

Vice-Chair Saddler appreciated the conplexity of the
chal l enge, but did not know if some of the costs described
by M. Davis to achieve cost reductions had been included
in the public discussion about what Medicaid expansion
would bring. He asked if the Rural Policy Research
Institute was housed under the University of OChio. M.
Davis corrected his earlier statenent and relayed that the
i nstitute was housed under the University of |owa.

Co-Chair Thonpson referred to an wearlier statenent by
Representative Guttenberg about the Fairbank's hospital. He
stated that the Fairbanks hospital was privately owned; it
was operated by Bannister Health. He wondered if the CPH
managenment was leased to a large corporation. M. Davis
replied in the negative. He explained that CPH was nanaged
by an 11-nenber, |ocal community board.

9:53: 43 AM

Representative Edgnon stated that one of the bigger
criticisnms of Medicaid expansion was the inability to find
Medi caid providers. He wondered if the issue would be a
chal I enge for CPH

M. Davis answered that the savings pool associated wth
the global paynent nodel had built-in incentives to
conpensate the primary care physicians at a |evel that was
slightly higher than at present. The increase would cone
from shared savings achieved by a reduced volune of
Medi caid patients comng into the hospital and from better
coordi nation of specialty care services. He elaborated that
there was a risk pool associated with the paynent structure
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that was reallocated back to nmenbers wth a higher
percentage going to primary care providers to incentivize
the primary care nedical home nodel developnent. The
primary care providers then becane the care coordinators
for the population and helped to steer patients to the
right care and the right place at the right tinme. The
organi zation had enployed and non-enployed primry care
physi cians who were very interested in the project and had
been participating in the early stages of devel opnent. He
bel i eved there woul d be adequate coverage in the region.

Representati ve Edgnon r easoned t hat t he current
conversation was a business discussion. He elaborated CPH
was in the business of hel ping people and making sure they
get the necessary nedical services. He stated that those in
support of Medicaid expansion often discussed the economc
mul tiplier effect it would have. He asked how the economc
mul tiplier effect would inpact the Kenai Peninsul a.

BRUCE RI CHARDS, EXTERNAL AFFAI RS/ MARKETI NG, CENTRAL
PENI NSULA  HOSPI TAL, answered that there would be a
significant i mpact . There was inpact when economc
expansi on occurred; new physicians cane to the hospital and
provided a service that had not been offered before. He
cited a new spine surgeon as an exanple. He continued that
there were significant jobs that followed a new service
line into the community (e.g. new nurses, assistants, and
other). He elaborated that sonetines individuals had to
come in from out-of-state to help a new surgeon with an
opening. He did not know the exact nunbers, but the
economc nultiplier was significant. He noted it was
inmportant to keep in mnd that the economc nultiplier was
not always the main objective; the goal was to get people
covered with the right care in the right place for a
reasonable cost. He remarked on the conplexity of nmaking
the inprovenents. He highlighted that the novenent away
from a fee-for-service system to a system based on val ue
and quality where people were held to neasurenments and
outcones. He concluded that there wuld be positive
econonic inpacts as a result of the changes.

Representative Edgnon referred to prior testinony from the
commi ssioner of Departnent of Health and Social Services
that the state was looking at $1 billion in benefits over a
si x-year period, including $146 mllion in FY 16 al one and
an additional 4,000 jobs scattered around the state. He
noted that the statistics were all on a macro level; he did
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not have detail on what it would nmean to various regions of
the state. He stated that the discussion was about
econom cs; better econom cs provided better services, saved
noney, and nade people healthier. He thought it was worthy
for the hospital to have stronger nunbers to substantiate
that better benefits would cone to the region from Medicaid
expansi on.

10: 00: 12 AM

Representative WI|son wondered if Medicaid was being done
in the right direction. She renmarked that under the pay-as-
you-go system a patient had to cone in [to a hospital or
ot her] before sonmeone [the hospital or other] got paid. She
di scussed that there was no incentive to provide wellness
care because it did not bring in any noney. She wondered if
it was possible to change the way the Medicaid system
worked to include preventative services and reduce costs
She surmised that grants were pushing hospitals in the
direction of making the changes; however, if the grants
were successful there would be no noney to replace themin
t he future.

M. Davis replied that CPH had not received any grants.
From CPH s perspective, the Medicaid expansion population
woul d hel p provide the needed funding. He relayed that the
gl obal paynment nodel would incentivize CPH to provide the
preventative care prograns. He had |ooked at the Eastern
Oregon coordinated care organi zation; one of the facets of
its program was a coordinated care nodel. The program
targeted the high utilizers of the ER and offered them the
ability to participate in a coordinated care nodel (simlar
to the project at PeaceHealth in Ketchikan) that taught the
individuals to learn better habits or steered them towards
mental health services. He stated that the nodel would
incentivize CPH to provide many kinds of wellness and
preventative progranms because of a global budget paynent,
whereas, at present the hospital was paid when individuals
i nappropriately cane to the ER

10: 02: 57 AM

Representative WIson remarked that Medicaid expansion
would offer a different paynent nethod. She thought M.
Davi s was saying that expansion would incentivize hospitals
to offer [preventative or wellness] prograns that were not
possi bl e under the current Medicaid system
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M. Richards replied that the denonstration project was
included in the legislation in order to utilize and try the
new paynent system He asked for clarification on the
guesti on.

Representative WIson restated her question, which did not
assune the passage of the legislation. She wondered if the
nodel used in Ketchikan could be used under the current
Medi caid system M. Richards responded that there was not
currently the paynent system in place for hospitals to get
paid for the work.

10: 04: 26 AM

Representative WIson wondered if one year wuld be
sufficient to know whether the nodel was successful. She
was interested to learn how to take care of the current
Medi cai d recipients before expanding to a [larger
popul ation. M. Davis replied that any global paynent node

would help the nedical system achieve better care for
patients. Expansion of the program would be partially
determined by the associated revenue or revenue that was
| ost. He explained that there would be sone benefit to a
gl obal paynment nodel for the current Medicaid popul ation

however, unconpensated care costs would continue and the
popul ati on benefitting would be snmaller. He did not know
how long it would take to inplenent the nodel, but he hoped
it would not take long. He added that the hospital was
wor ki ng hard on the project.

Representative WIlson did not have a good understanding
about whether some of the issues were related to how the
system was worked and how nuch flexibility there was to
change the current systemin order to increase cost savings
to hospitals and | ower costs for payers. She believed there
was opportunity the state could utilize that did not relate
to Medi cai d expansi on.

Co- Chair Thonpson noted that the committee would end at
10:20 a.m He relayed that the commttee would neet at 9:00
a.m the following day to continue the conversation

Vice-Chair Saddler referred to testinony given by M.
Ei senhower and M. Davis about the conplexity of setting up
coordi nation and other. He asked if the bill would enable
the hospital to take advantage of coordination at the start
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of the upcomng fiscal year in July. M. Davis answered
that CPH was currently in the beginning stages of setting
up the program He did not know where the precise start and
finish lines woul d be.

Vice-Chair Saddler remarked that M. Davis had testified
that the project could not be done wthout Medicaid
expansion. He asked for verification that CPH was working
on the project anyway. M. Davis answered that the hospita
was working on a coordinated care organization. He
expl ained that the nodel would be nmuch nore robust and
better if an estinmated 4,100 people below 100 percent of
the federal poverty level with no coverage in the region
could be incorporated. He elaborated that CPH wanted to
achi eve population health nmanagenent; it could not do a
good job wthout including the 4,100 individuals in the
Medi cai d popul ati on.

Vi ce-Chair Saddler stated that M. Davis had testified that
the hospital could not do the project wthout Medicaid
expansi on; however, he observed that CPH was noving forward
wi thout it. He asked for clarification.

M. Davis replied that CPH was working on healthcare reform
in some form or other. The system he had described earlier
woul d not be possible wthout Medicaid expansion to help
fund it. He furthered that the hospital would try to do
sonet hi ng regardl ess of the passage of a bill. He explained
t hat what the changes would | ook |ike and the effectiveness
of the hospital's efforts would depend on whether Medicaid
expansion and reform or Medicaid reformwere enact ed.

Vice-Chair Saddler asked for clarification that the
organi zation was going forward with the CCO currently
without a commtnent for Medicaid expansion. M. Davis
answered that the hospital was exploring the idea, but it
could end at any tine.

Vice-Chair Saddler asked if the establishment of the CCO
was conditional. M. Richards answered that CPH had started
designing the program in anticipation of Medi cai d
expansi on, which had been passed under the Affordable Care
Act .

Vi ce-Chair Saddler asked if the program would be continued
if the bill did not pass. M. R chards did not know,

House Fi nance Conmmittee 26 04/09/15 8:37 A M



however, the denonstration project in the bill was based on
Medi cai d expansi on.

Vi ce- Chair Saddl er asked how long it would take to continue
setting the project up. M. Richards answered that it would
probably be sonetine in the fall, but he did not want to
guess at a precise tineline.

Vice-Chair Saddler asked if the tinmeline was 6 nonths, 2
years, or 5 years. M. Richards replied that the hospita
woul d want to begin sooner. He thought it could potentially
be in the next 12 nonths.

10: 12: 09 AM

Representative Gara spoke to the testinony that wth
Medi caid expansion the hospital could provide increased
preventative care, decrease costs, divert people from the
ER, and increase the economic nultiplier in the region. He
wondered if the sane savings and other benefits could be
achi eved w thout Medi cai d expansi on.

M. Davis replied that the hospital would have to spend
significant noney in order to lose noney to inprove the
care of its community. Wthout Medicaid expansion CPH woul d
be asked to spend noney to |ose noney on the Medicaid only
popul ation. He did not know where it ended up and surm sed
that it was only possible to spend noney to | ose noney for
so long. He believed the Medicaid expansion population
woul d hel p backfill the beds in the hospital. Currently, if
the hospital was successful it would save the state noney
on the current Medicaid population, but the noney cane out
of the pockets of the community.

Vi ce-Chair Saddl er about disproportionate share hospital
paynents at CPH He wondered how nuch the hospital received
in a year. M. Richards replied that CPH did not receive
di sproportionate share hospital funding. He believed the
total coming into the state was about $22 nmillion. He
approximated that the state's General Fund match was about
hal f ; the other half was returned to the federa
gover nnent .

Vi ce-Chair Saddl er asked about the anobunt of unconpensated
care the hospital provided through its energency program
M. Davis answered that in 2014 CPH had $20 nillion in bad
debt and charity care.
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Co- Chai r Thonmpson thanked the testifiers for their
presentations. He addressed the agenda for subsequent
neet i ngs.

#
ADJ OURNIVENT

10: 16: 29 AM

The neeting was adjourned at 10:16 a. m
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