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VEDI CAl D REFORM TELEMEDI Cl NE; DRUG DATABASE

CSSB 74(FIN) am was HEARD and HELD in conmttee
for further consideration.

#sb74
CS FOR SENATE BILL NO. 74(FIN) am

"An  Act relating to diagnosis, treat ment, and
prescription of drugs wthout a physical exam nation
by a physician; relating to the delivery of services
by a licensed professional counselor, narriage and
famly t her api st psychol ogi st psychol ogi ca

associ ate, and social worker by audio, video, or data
comuni cations; relating to the duties of the State
Medical Board; relating to limtations of actions;

establishing the Alaska Medical Assistance False Caim
and Reporting Act; relating to nedical assistance
prograns adm nistered by the Departnent of Health and
Social Services; relating to the controlled substance
prescription database; relating to the duties of the
Board of Pharmacy; relating to the duties of the
Depart ment of Conmmer ce, Communi ty, and Econom c
Devel opnent ; relating to accounting for pr ogram
receipts; relating to public record status of records
related to the Al aska Medical Assistance False Caim
and Reporting Act; establishing a telenedicine
busi ness registry; relating to conpetitive bidding for
nmedi cal assistance products and services; relating to
verification of eligibility for public assistance
prograns adm ni stered by the Departnent of Health and
Social Services; relating to annual audits of state
nmedi cal assistance providers; relating to reporting
over paynment s of medi cal assi st ance paynment s;

establishing authority to assess civil penalties for
vi ol ations of nedical assistance program requirenents;

relating to seizure and forfeiture of property for
nmedi cal assistance fraud; relating to the duties of
the Depart nent of Health and Soci al Servi ces;

est abl i shi ng nmedi cal assi st ance denonstration
projects; relating to Alaska Pioneers' Honmes and
Al aska Veterans' Hones; relating to the duties of the
Departnment of Administration; relating to the Al aska
Mental Health Trust Authority; relating to feasibility
studies for the provision of specified state services;
anending Rules 4, 5, 7, 12, 24, 26, 27, 41, 77, 79,
82, and 89, Alaska Rules of GCvil Procedure, and Rule
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37, Alaska Rules of Crimnal Procedure; and providing
for an effective date.”

1: 33: 34 PM

Co- Chair Thonpson di scussed the neeting agenda.

HEATHER SHADDUCK, STAFF, SENATOR PETE KELLY, referenced a
handout she had previously provided the conmttee titled
"SB 74 - Medicaid Reform Topic and Section Reference" (copy
on file). She pointed to page 1 of the docunent and cited
"Coordinated Care Projects/Paynent Refornf that associated
two sections of the bill with the topic as foll ows:

Sec. 31 - Coordinated Care Denonstration Projects -
pages 31 - 34

Sec. 28 - Medicaid Reform Program (a)(8) - Redesigning
the paynent process - page 26

Ms. Shadduck noted that the focus of the discussion would
be Section 31. She noted that the topic of paynent reform
was conplicated; she provided two additional docunments as
an aide. One was titled "The Paynment Reform d ossary,"”
(copy on file) that contained definitions and explanations
of the termnology used to describe nethods of paynent for
Heal t hcare services. The other was titled "Al aska Medicaid
Redesi gn: Approaches to Coordinated Care and Val ue-based
Purchasing," (copy on file) that provided the entire
spectrum of nodels of care in chart form for quick
reference during the discussions. She spoke to the process
of choosing options for value based purchasing. She shared

that Senator Kelly had initially examned a full risk,
capitated care, and managed care pr ogr am The
admnistration had come forward wth "a pitch for
accountable care organizations,”" which were a step down

from managed care. Through the testinony process a
coordinated care project that "allowed anyone to conpete,"”
was chosen. She addressed page 31, line 16 of the bill
related to coordi nated care. She read the foll ow ng:

Sec. 47.07. 039. Coor di nat ed care denonstration
projects. The departnent shall contract with one or
nore third parties to inplenent one or nor e

coordi nated care denonstration projects...

Ms. Shadduck explained that the provision sought to
coordinate "whole person" care; primary care and or
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behavi oral care that "connected the individual to other
services and social supports as necessary." She added t hat
under Section a, on page 32, line 1, there was a list of 8
itens the projects could include. A project nust include
three out of the eight items. She listed the itens as
fol |l ows:

(1) conprehensive primary-care-based managenent for
medi cal assi stance services, i ncluding behavi oral
heal th services and coordination of |ong-term services
and support;

(2) care coordination, including the assignnment of a
primary care provider located in the |ocal geographic
area of the recipient, to the extent practical;

(3) health pronotion

(4) conprehensive transitional care and foll owup care
after inpatient treatnent;

(5) referral to community and social support services,
including career and education training services
avai lable through the Departnent of Labor and
Wor kf orce Devel opnment under AS 23.15, the University
of Al aska, or other sources;

(6) sustainability and the ability to achieve simlar
results in other regions of the state;

(7) i ntegration and coordi nation of benefits,
services, and utilization managenent;
(8) local accountability for health and resource

al | ocati on.

1: 37: 38 PM

Ms. Shadduck explained that a project would be reviewed by
a project review commttee (line 17, page 32). The
commttee was conprised of the foll ow ng:

(1) the conmssioner of the departnent, or the
commi ssi oner' s desi gnee;

(2) the comm ssioner of admnistration, or the
comm ssi oner's desi gnee;

(3) the chief executive officer of the Al aska Mnta
Health Trust Authority, or the chief executive
of ficer's designee;

(4) two representatives of st akehol der gr oups,
appointed by the governor for staggered three-year
terms;

(5) a nonvoting nenber who is a nenber of the senate,
appoi nted by the president of the senate; and
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(6) a nonvoting nmenber who is a nenber of the house of
representatives, appointed by the speaker of the house
of representatives

Ms. Shadduck turned to page 33, Subsection (c) of the bill.
She relayed that the subsection outlined the types of
organi zations that the Departnent of Health and Social
Services (DHSS) <could contract wth: a nanaged care
organi zation, primary care case nmanager, accountable care
organi zation, prepaid anmbulatory health plan, or provider-
led entity. The paynents could include innovative paynents
such as: global paynents, bundled paynents, capitated
paynents, shared savings and risk, or other paynent
structures. She continued with Subsection (d) on line 10,
page 33:

(d) A proposal for a denonstration project under this

section must include, in addition to the elenents
required wunder (a) of this section, information
denonstrating how the pr oj ect Wil | i npl enent

addi tional cost-saving neasures including innovations
to reduce the cost of care for nedical assistance
reci pients through the expanded use of telehealth for
primary care, urgent care, and behavioral health
services...

Ms. Shadduck reported that Subsection (e) page 33, line 17,
addressed the third-party review. She noted the foll ow ng:

(e) The departnment shall contract with a third-party
actuary to review denonstration projects established
under this section. The actuary shall review each
denonstration project after one year of inplenentation
and meke recommendations for the inplenentation of a
simlar project on a statewide basis. The actuary
shal | eval uate each project based on cost savings for
the nedical assistance program health outconmes for
participants in the project, and the ability to
achieve simlar results on a statew de basis. On or
bef ore Decenber 31 of each year starting in 2018, the
actuary shall submt a final report to the departnent
regarding any denonstration project that has been in
operation for at |east one year.

Ms. Shadduck offered that Subsection (f) on line 26, page

33 required the departnent to prepare a plan regarding
regional or statew de inplementation of a coordinated care
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proj ect based on the results of the denonstration projects.
On or before Novenber 15, 2019, the departnent shall submt
a plan to the legislature stating the projects they chose
for a wider launch. She renmarked that the final Subsection
(g) referred to an earlier definition for tel ehealth.

1: 40: 34 PM

Ms. Shadduck conmented that the coordinated care provisions
were linked to a provision in Section 28 that instructed
the departnent to inplenent redesigned fee agreenents that
included itens |ike bundled rates and gl obal paynents.

Representative WIson thought it was atypical to put a
detailed pilot project in statute. She questioned why a

bill was necessary to inplenment the pilot project. M.
Shadduck answered that the departnment could do pilot
projects "all the day long.” She thought that the

| egi slature should set the benchmarks for reform and |ay
out the process for pilot projects that would "lead to a
full on change”" on how the state would pay for Medicaid.

She voiced that the goal was to achieve a new and different
paynent nodel and a departure from fee for service.

Representative WIson comented that her reason nade it
appear that the Ilegislature did not trust DHSS. She
wondered whether the coordinated care project had been
nodel | ed after another program M. Shadduck replied that
the language in SB 74 had been nodified from the origina

that nmandated DHSS to inplenment a nanaged care organi zation
(MCO) and expanded it based on the feedback from the Senate
Medi caid reform subcommttee. She reiterated the provision
that mandated the department to contract with one or nore
third parties. She clarified that the issue was not trust
but the desire to contract wth groups outside of the
departnment. Representative WIson asked where the nodel was
devel oped. She wondered whether it was a conpletely new
pl an or was based on a successful nodel.

1:44: 04 PM

Ms. Shadduck replied that over the past tw years the
sponsor had heard various testinony from many contractors,
st akehol ders, organi zations including ACOs and MCO s, and
through the comittee process about which projects the
reform process should utilize and took ideas from all of
them She shared that the |anguage had been crafted by the
sponsor. The Senate was cautious of initially choosing just
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one nethod in order to allow for the best projects to prove
t hensel ves, based on the analysis from the actuarial
review, and then launch on a statewi de or regional basis.
Representative WIson was concerned about putting a pilot
project into statute, which would make the program nuch
more difficult to nake adjustnents to. Ms.  Shadduck
clarified that the structure for starting the projects were
set in statute, but the department managed the contracts
and could termnate projects that were failing.

Vice-Chair Saddler referred to the Project Review Conmittee
established on page 32 of the legislation. He wondered
whet her the make-up of the conmttee was the best possible
m x of participants. M. Shadduck reveal ed that the nmake-up
of the review panel was the focus of nuch discussion. She
answered that the conm ssioner of the Departnent of Health
and Soci al Services (DHSS) had significant know edge of the
Medi caid program She spoke to the reasons for including
the other positions on the commttee. She noted that the
Comm ssioner of Admnistration's famliarity wth the
statewi de health plans would offer a different perspective.
The chief executive officer of the A aska Mental Health
Trust Authority (AWVHTA) offered information on how to
integrate behavi oral health into whole person care.
St akehol der group representatives were chosen since they
provi ded the services. Finally, nenbers of the |egislature
were included to ensure that the legislative intent was
being net. However, due to the separation of powers the
| egi sl ative menbers had to abstain fromvoting.

Vice-Chair Saddler wondered whether a "nobre precise”
definition of stakeholder groups was considered. MVs.
Shadduck answered that the idea of narrowing the focus to
an entity that actually managed the type of health plans in
a Medicaid and non-Medicaid setting was discussed. Vice-
Chair Saddler cited page 31, line 30 of the |egislation:

..and nust include three or nore of the foll ow ng
31 elenents: ...

Vi ce-Chair Saddler questioned why so nuch discretion was
given to the departnent.

1:49: 55 PM

Ms. Shadduck replied that the first iteration only required
one programmatic el ement but the sponsor determned that a
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hi gher threshold was necessary. However, the sponsor wanted
to keep the door open to as nmany different options as
possi bl e.

Vice-Chair Saddler stated there were many goals in the
section and wondered how achi evable they were. M. Shadduck
answered that it was difficult to neasure. She shared that
the larger goal was to elimnate the fee for service node
and the projects were the "baby steps" towards that goal
and were nore quantifiable. Vice-Chair Saddler surm sed
that the imediate goal was to test the waters and gain
information that informed the next steps forward. M.
Shadduck answered in the affirmative.

Representative Gara referenced redesigning the paynent
process on page 26 [part of the Medical assistance reform
program provi sions]. He was concerned that in cases of life
threatening or serious conditions, the managed care process
would not allow the patients to find the provider that
woul d best serve the patient; in-state or out-of state. He
asked for clarification. M. Shadduck replied that Medicaid
i ndividuals had the option to choose providers. However,
she reported that the state could not force providers to
accept Medicaid. She deferred to the departnment for a
det ai | ed response.

1: 55: 54 PM

Representative Gara wanted to hear further from the
departnment. He believed in patient choice in the instances
he descri bed.

Representative Gattis asked what the difference between
managed care, accountable care, and coordinated care was.
Ms. Shadduck referred to the chart she provided titled"
Al aska Medicaid Redesign: Approaches to Coordinated Care
and Val ue-based Purchasing." She pointed out that managed
care and accountable care and all of the other nodels
listed on the chart fell wunder the banner of coordinated
care. She restated that all of the nodels could be tested
under the coordinated care approach defined in the
| egi sl ation. The project was set up to allow all nodels to
conpete equal ly under the bill.

Representative Gattis had been under the inpression that
the bill included great savings. She stressed that it was
the time to take a "bold" approach to achi eve savings. She
stated that if a true opportunity existed that was proven
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to produce savings she would choose that nodel as opposed
to a pilot project.

1:59: 24 PM

Ms. Shadduck thought that her perspective was accurate.
She shared that providers had offered feedback that they
were fearful of a radical project failing and needed to
ensure that a new approach would work in both rural and
urban settings. Representative Gattis stated that fromtine
to tinme prograns that work in the Lower 48 can work in
Al aska. She was not convinced that an existing program
would not work in the state. She believed it was tine to
find great savings and boldly inplement an entirely new
appr oach.

Representative Quttenberg addressed the coordinated care
denonstration projects. He expressed concern that the
projects were not able to integrate with each other. He
wondered how contractors with different data bases would
coordinate their project with the other projects chosen to
remain as part of the reformsystem

Ms. Shadduck answered that the sponsor's goal was to find
projects that would be sustainable and duplicative fromthe
outset. She detailed that the intent of establishing the
review commttee was to evaluate the proposals and assess
the projects guided by the itens listed in the bill. The
process included the filter of the review commttee to
acconplish the goal of inplenenting successful paynent
reforns. The recommendations for reforns for wi der
i npl enentation were due in a report to the l|egislature by
Novenber 15, 2019. Representative Quttenberg did not want
to mcromanage. He sinply wanted to ensure that the
projects were able to integrate with other projects and
wor ked when necessary. M. Shadduck replied that the intent
was for all of the progranms to integrate with each other
fromthe outset.

Representati ve Kawasaki had general questions on nanaged
care. Ms. Shadduck noted that other speakers woul d address
t he topic.

2: 06: 23 PM

Co- Chair Thonpson introduced the foll ow ng speaker.
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PAM PERRY, REG ONAL VICE PRESI DENT, MEDI CAL HEALTH PLAN,
TEXAS, AMERI GROUP, provi ded prepared remarks:

Honorable Chair and distinguished nenbers of the
Al aska House Finance Committee. My nane is Pam Perry,
and | am Regional Vice President for Public Affairs at
Anthem one of the nation's |eading health benefits
conpanies. W serve nore than 38 mllion Anmericans,
including 5.8 mllion Medicaid nmenbers in 19 states,
soon to be 20 next nonth as we |aunch our Medicaid
operations in lowa. Anthem has deep organizational
expertise and passion for serving individuals wth
conplex needs through a variety of state-sponsored
progr amns.

As one of the few remaining states wthout nanaged
care for Medicaid, we are pleased to see Al aska
consider this nodel as you seek to reform your
Medi cai d program

Section 29 of Senate Bill 74 includes a provision to
al l ow managed care organizations to conpete for the
opportunity to inprove access to care and quality
i nprovenents for Alaska's Medicaid beneficiaries. W
believe that a robust conpetitive environnment anong
nodels in this initiative wll ensure the best
outcone, in terns of innovation, quality of care and
cost savi ngs.

Managed care is a proven, patient-centered approach,
and Managed Care Organi zations, or MCOs, work directly
with providers to ensure the right care is delivered
at the right time and in the right place. MXGs are
accountable for the care of their nenbers, and are
able to bring all patient care into a coordinated pl an
by the tinmely and effective use of data and care
nmanager s.

MCOs work with state agency and |egislative partners
to design, inplenment, and neasure inprovenents to
care. MXGs hire local staff, who wunderstand the
culture, landscape and needs of clients. MCOs devel op
and inplenent innovative prograns that draw upon the
| atest best practices in areas as l|ocal provider
net wor ks, service coordination, care nmanagenent,
speci ali zed popul ations, and val ue-based purchasing,
custom zed to neet state-specific needs.
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MCOs work directly with nmenbers, especially those with
conpl ex nedical and behavioral health conditions, to
understand their health needs. W help ensure our
nmenbers have a health hone, understand how to access
care and are educated about their nedical needs. MXs
also work with a range of organizations that serve our
menbers to address non-nedical, but critical needs
such as housing, <coordination wth other socia
services, and enpl oynment.

These assurances, innovations, and accountability are
not available via the fee for service system which
may be nicknaned 'fend for self.' Service is not
patient centric, there is virtually no incentive for
provi ders to accept

Medicaid patients or to innovate, and unnecessary
expenses are incurred, health care is conprom sed, and
t axpayer dollars are wast ed.

There will be challenges in any Mdicaid nodel, but
much about the art and science of Medicaid managed
care has evolved, and Alaska will benefit from | essons

| earned i n ot her states.

| would suggest that a level playing field exist for
the types of entities that participate in the
denonstrati on, meani ng t hat the requirenents to
participate are equivalent across the nodels seeking
to participate. Also, MOs may require a Certificate
of Authority and other nodels may not, so we would
respectfully request network adequacy not be required
in the COA application, as this will be managed by the
Medi cai d agency.

The roadblocks to success identified in consultant
reports are issues that have all been dealt with in
ot her mar ket s and I am confident t hat in
col l aboration, we can find solutions for Al aska. W
are eager to partner with the State of Alaska in
overcom ng these barriers. Thank you

2:11: 02 PM

Ms. Perry elaborated that the Anerigroup Conpany served a
nunber of rural states with "rural frontier geography” such
as Texas, Nevada, Washi ngton, and New Mexico. She observed
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that many of the challenges identified in the consultants'
reports could be overcone.

Co- Chair Thonpson stated that the state was spending $1.4
billion of General Fund (GF) dollars on the issue. He
wondered if managed care would truly save the state noney.
Ms. Perry answered that the Center for Medicare and
Medicaid (CV5) set criteria for nmanaged care plans. She
delineated that the federal governnent required nmanaged
care prograns to provide 5 percent savings over a fee for
service program Savings were "built into the systent of
managed care. Managed Care Organizations (MCO were paid a
capitated rate; per nenber, per nonth rate for its
menbership and had to operate wthin its budget. She
conmmuni cated that the risk transferred from the state to
the MCO which provided greater budget predictability, care
coordination, health outcones, and cost savings. She
provi ded sonme exanples from recent state studies that had
identified Medicaid savings. Louisiana had |aunched its
program in 2011 and discovered that MCOs had saved the
state approximately $440 mllion. She reported that
MIliman's [actuarial consultants] analysis found that over
the last 6 years MO s reduced Medicaid costs by $3.8

billion and further predicted an $3.3 billion in additional
savings over the next 3 years and $7.1 billion over the
subsequent 9 years. She relayed that nost states

established a program after defining the geography,
popul ati ons, and services up front, which better quantified
savings. She endorsed the approach over allowing the
conpani es to define the paraneters.

2:14:39 PM

Co-Chair Thonpson offered that Alaska was different. He
noted that Amerigroup was currently operating in 19 states.
He wondered if all were experiencing up to 5 percent in
savings. M. Perry answered that the savings varied. She
shared that lowa was the newest state set to |aunch next
week that expected to save $51 million and she was | ooking
forward to tracking the results. She qualified that sone
"phenonmena” occurred when setting up nmanaged care. Wen
inplenenting capitated paynents sone residual fee for

service claims would still require paynment for services
al ready rendered overlapping the new system She referred
to the situation as "financing the tail." The phenonena may
challenge the initial savings estimates. In addition, the

design of the program affected the savings and "tended" to
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accelerate over time. She expounded that many states began
managed care wth smaller progranms and as the program
matures grow it over time. The nore "robust" program woul d
produce greater savings. Fewer savings would be gained, the
nore a state parceled out different aspects of care, carve
out services, or limt popul ati ons and geography.

Vi ce-Chair Saddl er understood that nultiple MCO s operating
in a market resulted in nore conpetitive efficiencies with
the MCO nodel. M. Perry responded that CMS set certain
regul ations and requirenents about how the nmanaged care
prograns operated and one required providing options, wth
limted exceptions for rural jurisdictions. Medi cai d
mandat ed choice for the nenber, providers, and conpetition
in order to nmnage the program effectively. Mre states
chose statew de participation over regional participation.
She communicated that since enrollee's participation in
MCO s was nandatory, Medicaid required choice between at
| east two pl ans.

2:18: 55 PM

Ms. Perry interjected that lahoma had a nmnaged care
system until 2008 and returned to fee for service, but
currently intended to return to managed care for age,
blind, and disabled beneficiaries statewide. The state
solicited a request for information |ast year and received
22 proposals, which indicated the level of interest from
MCO s. She continued that lowa, with a Medcaid popul ation
of 520 thousand through a statewi de program received 11
responses from MCO s for a request for proposals (RFP) and
made three awards. She believed that Al aska would attract
"robust interest” with a well-designed, sust ai nabl e
pr ogram

Vice-Chair Saddler noted that coordinated care in Al aska
woul d specifically serve Medical Assistance recipients
totaling approximately 170 thousand individuals. He asked
how a managed care nodel would work enconpassing all of the
state's health care populations such as retirees,
enpl oyees, and teachers as well as Medicaid beneficiaries
through a health care authority. He wondered how an MCO
nodel would work in that situation as opposed to
exclusively serving Medicaid recipients. M. Perry was
uncertain. She noted that Delaware was the only state that
i npl enented an inclusive plan. She reported that the type
of plan was a relatively new phenonenon and its success
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depended on how well it was designed. The nodel had been
tested in New Mexico but only for behavioral health and she
did not know the results. She offered that the MCO nodel
starting out with a Medicaid popul ation was comon and nany
experi enced conpani es were in existence.

2:22:45 PM

Vice-Chair Saddler wondered whether the denonstration
process in SB 74 was a "typical" nodel other states adopted
to transition away from fee for service. Ms. Perry replied
in the negative. Many states proceeded in a nore
"conprehensive and directive nmanner” based on the nany
years of experience, information and analysis, and trial
and errors with Medicaid and in transitioning away from a
fee for service nodel. She thought that the "uncertainty”
with the bill's approach may lead to ineffective nodels
that could only serve regional areas of the state.

Vice-Chair  Saddl er referred to the 8 elenents for
coordinated care listed in the bill and asked which three
of the 8 were essential for managed care. Ms. Perry replied
that nunmber 1, 7, and 8 were the nost inportant.

2:25: 57 PM

Representati ve Kawasaki asked whether Anthem was a for
profit agency. M. Perry answered in the affirmative.
Representati ve Kawasaki asked how a MCO realized profits.
Ms. Perry explained that a state contracted with an MCO and
set forth a contract that outlined the geographic area,
services, and popul ation of the program The MO received a
capitated rate depending on the beneficiary make-up, i.e.
how many children, developnentally disabled, etc. She
el aborated that "within the rate,” the MCO had to provide a
network of providers and services, and negotiated contracts
within the network. The Medicaid waiver offered a state
flexibility when designing a program She renm nded the
commttee that a "nmenu approach” was associated with the
fee for service nodel but "under nanaged care the "silos
did not exist®™ which enabled MCOs to coordinate care
around a recipient's needs. Potentially, care and outcones
were inproved and costs to the state were |ess. She
remarked that the Medicaid MCO was able to make a profit of
between 2 and 4 percent per year.

2:29: 15 PM
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Represent ati ve Kawasaki asked about the capitation rate and
wondered how the rate was set. Ms. Perry responded that the
state, working in conjunction with a consulting actuary set
the rate based on its fee for service experience. The
reduction rate was built into the capitation rate. She
noted that sonme states accepted bid rates; i.e., an MCO set
the rate it wanted. She cautioned against accepting bid
rates and stated "that it was not an ideal situation." A
state needed to nmamintain certainty over rates and ensure
the rates were actuarially sound.

Representati ve Kawasaki asked her to discuss the situation
where an MCO was serving one rural area and how it inpacted
a smaller rural area without an MCO Ms. Perry answered
that the legislation addressed the issue through provisions
that enhanced the ability of an MO to serve a rural
popul ati on such as tel emedicine. She furthered that options
existed to encourage the participation of physicians in
Medicaid in rural areas. She shared that in other states
the conpany incentivized providers to set up satellite
offices serving rural areas, open one or tw days a week

She believed there were "innovations" that could be
"hat ched” in Alaska that were only possible under a managed
care program

Representative Gara referred to the negotiated contracts.
He nentioned the higher nedical costs in Al aska and noted
that it was often |less expensive to send a patient out of
state for treatnment. He wondered whether a patient could
choose a physician outside of Alaska with a managed care
system Ms. Perry answered affirmatively. She qualified
t hat depended on what the state allowed regarding out of
state providers. She conmmunicated that "out of network
contracting” existed within a managed care system that
enabled the MCO to negotiate with providers out of the
contracts scope. However, some states dictated the
paranmeters of out of network contracting.

2:34:02 PM

Representative Gara nentioned having had prostate cancer
and his ability to obtain the "best doctor in the country"
at a much lower rate than charged in Al aska. He wondered
whet her she was aware of any other states that allowed
Medicaid to negotiate a rate with the doctor of the
patients choosing. M. Perry answered that it depended on
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what the state allowed and whether the service was a
covered benefit under the Medicaid program She rem nded
the commttee that <certain benefit restrictions applied
under Medicaid that did not exist under commercial health
care coverage. The MCO was guided by the contractual
arrangement with the state. She surmsed that ultimtely
the state and federal governnent were paying for the
program and would Ilikely identify a provider who could
serve a broader range of nenbers. Representative Gara
mai nt ai ned his concern.

Representative Minoz referred to the previous day's
testinmony from an Emergency Room (ER) doctor who provided
an exanple of over wutilization of ER services and spoke
about an individual who had received 22 CT scans in one
year. She asked how an MO would prevent a simlar
situation. Ms. Perry answered that a nenber of a MCO had a
health hone, primary care provider, and other necessary
services or service providers addressed through care
coordi nators. She related that the MCO would work with the
provi der to ensure the nenber was seeing their primary care
provider and followng up with the nmenber to ensure they
understood how to manage their condition and had the
appropriate follow up visits with their primry provider or
speci alists. She voiced that a coordination occurred under
managed care that did not exist under the fee for service
nodel .

Representative Minoz pointed to page 29 of the bill and
cited the expansion of 19151 and 1915k programs wth
rei nbursenent rates set at 50 percent. She thought that the
rei mbur senent rate was much  hi gher under Medi cai d
expansion. Ms. Perry stated she would famliarize herself
with the issue and provide follow up.

2:39: 26 PM

CAROL STECKEL, SENIOR DI RECTOR, WELLCARE HEALTH PLAN,
FLORI DA (via teleconference), read from prepared testinony
as foll ows:

M. Chairman, nmenbers of the conmttee, thank you for
allowing ne to participate by phone today. My nane is

Carol Steckel; | am Senior Director for Alliance
Devel opnent at WellCare Health Plans. | very nuch
appreciate the work you are doing to reform the
Medi caid program | have served as a Medicaid
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Director in Alabama and North Carolina and had the
honor of chairing the national association of Medicaid

Directors for several years. In that capacity, | had
the opportunity to work with your previous Director of
DHHS, Bill Streur, and learned from him a great dea

about the unique challenges faced by Al aska Medi cai d.

Well Care is headquartered in Tanpa, Florida, and
serves nore than 3.8 mllion nmenbers who are
participants in Medicare, Medicaid and the Children’s
Health Insurance Program W offer Medicaid nmanaged
care services in 9 states (soon to be 10) serving the
full spectrum of Medicaid beneficiaries from healthy
not hers and their children to individuals wth severe
physi cal, mental and devel opnmental disabilities.

For nore than 25 years WllCare has focused
exclusively on serving individuals who receive their
health care services through governnment progranms. |t
is based on both ny personal experience running |arge
and conplex Medicaid prograns and WllCare’s |ong
experience that | offer our comrents today.

W appreciate the thoughtful approach you are taking
in reformng the Al aska' s Medicaid program W believe
t hat Medi cai d managed care would be an inportant too
in assisting you to achieve the goals laid out in the
Menges report.

An integrated, fully capitated MCO nodel ensures
menbers with diverse and conplex needs receive all of
the physical, behavioral and social benefits and
services they need to take control of their health. It
also ensures that barriers and gaps in care are
effectively and efficiently identified and mtigated
so that menbers can achieve their individual goals for
heal th, wellness and quality of life. Unlike Al aska' s
current fee for service program risk based managed
care offers a single point of entry through which
menbers are able to access the full array of needed
health services and care coordination they need
wi t hout havi ng to navi gat e mul tiple agenci es,
provi ders and comunity partners.

The true success of Medicaid managed care is that we
succeed when our nenbers succeed. The beauty of
adopting a full risk managed care nodel is that when
done correctly, a managed care partner like WllCare
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is responsible for the needs of the whole nenber,
elimnating the fragnentation and duplication inherent
in Alaska’s current system In addition, wunlike the
many less integrated nodels identified in the Agnew
Beck report, a risk based managed care approach can
incorporate those initiatives such as health hones,
patient centered nedical hones and accountable care
organi zation wthin the nanaged care nodel. Thus, a
full risk managed care programis the only nodel that
creates a single, accountable plan partner responsible
for enhancing each nenbers’ quality of life, inprove
heal th outconmes and control costs.

In order to achieve these goals we utilize a holistic,
nmenber centered, care managenent nodel designed to
serve the unique needs of each of our nenbers. CQur
care plan platform which has been built and proven in
the service of nearly 2.4 mllion Medicaid nenbers
nati onw de, I ntegrates  physi cal heal th i ncluding
pharmacy and behavioral health with the social needs
of our nenbers to enpower the nenber to fully nanage
their health care needs. A successful nmanaged care
organi zation uses a robust network of provider
partners and has the flexibility to offer suppl enental
benefits over and above the current Medicaid benefit
package. Well Care designs its products to inprove each
menbers’ health and quality of life.

Much of what affects our menber’s health occurs
outside of the doctor’s office. WellCare is unique in
its commtnment to the nenber by linking three
conponents - physical health, behavioral health and
the social determnants of health — those issues that
prevent a nenber from taking control of their health

Wel |l Care’s distinctive Commnity Conmitnent programis
designed to create lasting connections between our
health plan and the social service agencies and
comunity organi zations already deeply rooted in each
community. Qur CommUnity Conm tnent program eval uates
comunity needs, cat al ogues exi sting resour ces,
connects our nenbers to needed social support services
and, where appropriate, supports these agencies to
expand or enhance services to neet the needs of our
menbers and the communities where they live.

In addition to inproving quality and controlling
costs, wutilizing full risk nanaged care aligns wth
the goals laid out by the Legislative leaders in
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Al aska. Leveraging the contracting lessons learned in
the 38 states that wutilize a Medicaid nanaged care
nodel, plans can and should be held to performance
st andar ds al i gned Wi th achi evi ng t he state’s
accountability goals. Exanples of such standards
include quality wthholds and service |evel agreenents
for data subm ssion. In addition, by placing a managed
care plan fully at risk for the cost of care, the plan
and the state are aligned in their incentives to
vigorously identify and root out any fraudulent or
abusive activity.

Medi caid managed care provides budget predictability
and bends the cost curve while inproving a nenber’s
guality of care. Sonme exanples are:

e In its first seven years of Medicaid managed
care, Ceorgia’s cost growh rate was 2.64
percent, while the fee-for-service growh rate
was estimated at 6.18 percent. Mnaged care’s
cost containnment resulted in a savings of over
$940 m | i on.

e From 2011-2015, noving to a nmanaged care nodel
has saved Kentucky nore than $1.3 billion in
state and federal funds while sinultaneously
inproving the delivery of health care services to
the state’ s Medicaid popul ation

* Louisiana saved $135.9 million in its first full
year of Medicaid nanaged care and a recent found
that the state’s capitated managed care program
saves the state approximately $30 per recipient
per nonth, a greater than 12 percent reduction in
costs over fee-for-service Medicaid spending

e Between 2010 and 2013, M ssouri saved an average
of $27 mllion per year fromits Mdicaid managed
care program

In closing, our experience has shown that even in
states where full risk managed care was viewed as
“inmpossible” by many of the state' s stakehol ders,
Medi caid managed care has not only been successfully
i npl enented but has grown to additional geographies
and popul ations. W have no doubt that the sane would
be true in Al aska.

2:46: 25 PM
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Representative WIson asked whether the state could have
acconplished the same goal by sinply issuing an RFP. M.
St eckel deferred the question to staff in Al aska.
Representative WIson questioned how WlIlCare procured
contracts with other states and how detailed the states
criteria for the contract was.

Ms. Steckel answered that it varied depending on the state.
She explained that al | states utilized an RFP or
conpetitive bid process to award a nmnaged care contract.
Sone states set very specific criteria witten into its
RFP. The MCO could better achieve a state's expectations
when the criteria was specific and clearly delineat ed.

Representative Gattis expressed doubt that wutilizing a
statew de MCO was currently the w ong approach.

Vi ce-Chair Saddl er asked whether WellCare would l|ikely bid
on any of the coordinated care contracts in the state. M.
Steckel responded that WllCare was interested and was
waiting for the RFP. She reiterated that a well-crafted RFP
created a nore advantageous scenario for an MO to
participate in the state. She pointed out that when a state
nmoved to a managed care system it sparked "robust™
conpetition anmong MCOs. She divulged that if the state
parcel ed out services and benefits to snmaller portions of
the Medicaid population it wwuld lose the sense of
conprehensive care coordination and weakened the ability
for managed care to achieve optimal results. Vice-Chair
Saddl er assuned that the MCO industry would endorse the
state taking an aggressive approach and fully enbrace
managed care. He requested that M. Steckel share her

thoughts on the "sanple and plan process” in the
| egislation. M. Steckel replied that she understood the
“"trepidation,” but there was much to learn from the 39

states that had al ready adopted a managed care approach and
to look to their "sophisticated" experiences with MCO s as
pilot projects, where nanaging contracts to neet goals had
al ready been "played out." She thought that the answers to
the lessons to be learned through Al aska's pilot were out
there in some of the other states.

2:52:12 PM

NANCY MERRI MAN, ALASKA PRI MARY CARE ASSCCI ATI ON, ANCHORAGE
(via teleconference), read froma statenent:
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Good afternoon, Co-Chairs Thonpson and Neuman, and
menbers of the House Finance Committee. For the

record, nmy nane is Nancy Merriman, and | am the
Executive Director of the Alaska Prinmary Care
Associ ati on. APCA IS a st at ewi de menber ship

organi zation of Alaskan Community Health Centers.

Across our system of 29 organizations and about 170
clinics, 1 in 7 Al askans receive primary nedical,

dental and behavioral health care. A little over 24%
of Community Health Center patients are enrolled in
t he Medi caid program

Thank you for the opportunity to provide coments
today on Senate Bill 74 on nedical assistance reform
W appreciate the time the House Finance Committee is
spending to learn about the details of the Medicaid
program and the conplexities of the healthcare
| andscape. W share the goals of providing quality
care and inproving health outconmes, while naking the
system nore sustainable. Today ny comments center on
Accountable Care Oganizations (ACGCs), and primry
care’s role in them

ACCs are formal, | egal net wor ks  of heal t hcare
providers who take responsibility for a defined
patient population’s health. They align their clinical
prograns to focus on getting patients the nost
efficient care possible, and are incentivized to
reduce the total cost of care and to nmaxim ze clinica
outconmes for an assigned patient population. Oten,
they do this with the addition of new data sets that
allow themto target high-risk, high-cost patients who
are using the healthcare system inefficiently. For
exanple, in a very successful Medicare ACO program
the providers receive half of the savings they create
agai nst a target established by Medicare.

Saf ety Net primry care provi ders, especially
Community Health Centers, are well-positioned to |ead
and coordinate ACO formation and operation, and
addressing the healthcare needs of Medicaid patients
for the foll ow ng reasons:

1. Health Centers have served t hese popul ati ons

historically. There is a trust between patients and
provi ders, and Health Centers are situated in
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comunities where high-risk and high-cost patients are
likely to live.

2. They have the know how, infrastructure and operating
principles to nost effectively plan for the popul ation
heal t h out cones of these groups.

3. Health Centers have the EHR data — and are continually
inmproving their data analytics capabilities — to be
accountabl e for performance and quality.

4. Val ue- based paynents, such as Medical Hone paynments or
shared savings paynents, wll allow for the Kkey
conponent for ACOs: primary care case managenent.

5. Care coordination in Health Centers involves a team
based approach and relies on good el ectronic and ot her
communi cation with patients’ other providers.

ACCs are being fostered across the country by CVS for
Medi care patients. And about 10 states now have
Medi cai d ACGs.

2:56: 43 PM

Ms. Merriman continued to read from prepared remarks:

The characteristics of successf ul State-run ACO
prograns that |ead to successful Safety Net ACOs are:

1. The program does not alter the base conpensation for
the Safety Net providers, nor the hospitals, in its
initial years.

2. The program allows for ACOs to operate state-w de or
across geographies |arger than a single region.

3. The program does not require a hospital to be the
sponsor of the ACO but does allow for the ACO to
enter into participation agreenents and gain-sharing
agreenents with hospitals and ot her providers.

4. The program offers some financial incentives to
provide the primary care case managenent function
which can include care coordination paynents and/or
shared savi ngs paynents.

5. The State conmits to providing key data on the
attributed Medicaid population to the Safety Net ACO
so that it can prioritize the use of its resources.

W hope that as the Alaska State House considers the

ongoi ng devel opnent of an ACO or ACO-|ike program it
will Jleave room for innovation in the healthcare
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provider delivery system that would include the
energence of Safety Net- or Health Center-led ACGCs.

Representative WIson asked whether accountable care was
done in conjunction to nmanaged care or if a state chose one
or the other. M. Merriman answered that an Accountable
Care Organization (ACO differed from an MCO She defined
that an ACO was a group of providers. Representative WIson
asked whether "a person would be taking advantage of one
program or the other.” M. Mrriman answered in the
affirmative. Representative WIson asked for the page
nunber in the legislation that referred to ACOs. M.
Merriman pointed to Section 31, page 33 of the bill.

Vi ce- Chair Saddl er asked whether Alaska's "disparate
geography and distribution of health care facilities" was
an unsurnount abl e challenge for managed care. M. Merrinmn
believed that Al aska's rural geography had been the issue
that the departnent and |egislature had struggled wth. She
believed an ACO scenario would fit the rural situation
better in rural communities. Vice-Chair Saddler asked
whet her there were sufficient primary care facilities and
providers in Alaska to accompdate the shift in care. M.
Merriman answered that the workforce needs of the
heal thcare industry was challenging. She elaborated that
Medicaid reform allowed a variety of healthcare providers
to "practice at the top of their |licensure.” She had
"worked with the Alaska Mental Health Trust Authority
(AMHTA) to craft language in the legislation regarding
behavi oral health providers who were situated in a variety
of care sites including comunity health centers."” She
thought that care coordination allowed a variety of
providers to participate in a patients care |eaving the
nmost conplicated and serious cases to physicians and nurse
practitioners.

3:02: 05 PM

Vi ce-Chair Saddl er request ed clarification regar di ng
primary care and coordinated care would all ow nore advanced
practitioners and MD.'s (medical doctors) tine for the
nmore serious and conplicated cases. Ms. Merrimn responded
that Medicaid reform allowed the expansion of services at
the "lower level" of providers so the mdlevel providers
could practice at the top of their Ilicensure and the
physi cians could focus on cases that required their |evel
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of skill and expertise. She added that care coordinators
could perform™a critical role in a patient's care.™

Representative Gattis referred to an answer to a question
by Vice-Chair Saddler stating that a rural vil | age
situation being better served by an ACO She wanted to hear
the nmnaged care response to the question and was
interested in the conparison. M. Steckel answered that an
MCO could include a subset of ACOs and primary care
medi cal honmes and sought to neet the needs of rural
communities through telenedicine or other neans. The MCO
worked with the conmunities in rural areas to link wth
provi ders in nore popul ous areas.

3:05:38 PM

JOCELYN PEMBERTON, EXECUTIVE DI RECTOR, ALASKA HOSPI TALI ST
GROUP, LLC, read froma prepared statenent:

For the record, ny nanme is Jocelyn Penberton and | am
the executive director for The Al aska Hospitalist
Goup, a large physician practice as well as a
foundi ng nmenber of Al aska |nnovative Medicine (AIM, a
| ocal physician driven, Care Coordination Conpany.
More inportantly, | was born and raised in Al aska, |I'm
raising nmy three beautiful girls in Anchorage and | am
wat ching nmy parents grow old in Al aska.

| agree with the other comments that we need to bend
the cost curve and that the pure fee for service node
ultimately needs to change. Financial incentives need
to be aligned between patients, providers and payers,
in this case, the State. As you know, this is nuch
easi er said than done.

The vast mmjority of our provider community are in
private practice; Al askan physicians and nurse
practitioners running snall businesses to provide
medical care in their community. To nake sweeping
changes in the paynent nodel is extrenmely risky and
could be a hugely damaging to our industry, especially
in pediatrics which often have 50% or greater
percentage of Medicaid patients. However, there are
nodel s that would allow physicians that are willing to
take risk and participate in shared savings to do so,
t hereby aligning the incentives.
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The nodel that we have experience with is the Bundl ed
Payment for Care Inprovenent, or BPClI, which is a
denonstration project we are participating in wth
Medi care. Essentially, BPCI sets a cost, based on
historical data, for the episode of <care initiated
froma hospitalization plus 90 days post discharge and
aligns incentives to provide better care at a |ower
cost. For exanple, the total cost for a patient with a
hip fracture mght be $20,000 on average. If we are
able to provide services for less, by working to avoid
readm ssions for exanple, there are shared savings
back to the providers who are working to reduce cost
and inprove outcones. BPCl allows for wutilization
managenent by incentivizing nodels of care the prevent
re-hospitalizations, over-utilization of the ER or
duplicative testing, rather than nerely slashing
paynments to providers or restricting access for
patients.

We appreciate the work that the |egislature has done
and the recognition of the inpact care coordination
can bring to the Medicaid program As physicians, we
have recognized this as well and have created Al aska
| nnovative Medicine or AIM for short. AIMis a |ocal
physician driven care coordination conpany, a result
of a collaboration between primary care physicians and
hospitali sts. AIM has initially contracted wth
Premera Blue Cross to inprove the care of their high
risk menmbers. AIM has a nulti-disciplinary approach
including case managers, social workers, a clinical
nursing staff, dieticians etc.

Think of AIM as a nobile patient centered nedical hone
deploying services as needed. AIM social workers
coll aborate with Primary Care Physicians as well as
specialists to best support the health plan for the
patient. Qur clinical nursing staff, as well as our
physicians are able to neet patients in their hone to
avoid over ER utilization, educate on nedications and
nutrition to pronote health. Wth the |ocal provider
rel ati onships and Al askan experience, the AIM nodel
has the ability to have huge inpact to inprove patient
care and reduce cost in our state.

3:10: 58 PM
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Co- Chair Thonpson asked about the term "hospitalist."” M.
Penberton replied that it was a primary care physician
working in the hospital and providing care for the
hospitalized nmedi cal patients.

Representative Gara asked whether there had been any
progress between the ACO and DHSS towards wutilization of
t he provider nodel instead of managed care in order to save
noney. Ms. Penberton relayed that she had engaged in
several discussions with the departnent but that the node
was a fairly new, fornmed January 1, 2015.

3:12:50 PM

RICK DAVIS, CEO CENTRAL PENI NSULA HOSPI TAL, SCOLDOTNA, read
from prepared remarKks:

M. Chairman, nenbers of the conmittee, thank you for
the opportunity to testify today. For the record, ny
nane is Rick Davis and | am the OChief Executive
Oficer at Central Peninsula Hospital in Soldotna.
Central Peninsula Hospital is a 49 bed acute care
hospital that is owned by the Kenai Peninsula Borough
and leased to CPGH, Inc., a |ocal nonprofit
Cor por ati on.

| was asked to provide testinony today to the House
Fi nance Comm ttee r egar di ng Managed Care and
Accountable Care Organizations as they pertain to SB
74, Medicaid Reform

The Centers for Medicare and Medicaid Services defines
ACOs as groups of doctors, hospitals, and other
health care providers, who cone together voluntarily
to give coordinated high quality care to their
Medi care patients. The goal of this coordinated care
is to ensure that patients, especially the chronically
ill, get the right care at the right tine, while
avoi ding unnecessary duplication of services and
preventing nedi cal errors.

The CVS definition | just provided speaks directly to
Medi care, however ny discussion about ACO s today will

refer to specifically Medicaid. In this context, | am
tal king about an Accountable Care-like structure that
| will refer to as a Coordinated Care O gani zation, or

CCO. The key to the effectiveness of both the ACO and
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the CCO nodels is that both of these relationship
structures take the majority of the risk away fromthe
payer, and place it directly on the providers. These
relationships make the provider responsible for
mai ntaining |ow cost and high quality, or the provider
suffers the consequences — not the payer. Wich makes
a lot of sense because the provider and the patient
are the only two entities who really have the ability
to affect health outcones.

A Managed Care Organization differs from and ACO or
CCO in that MCO plans are a type of health insurance.
MCOs have contracts with health care providers and
medical facilities to provide care for nenbers at
reduced costs in return for steerage of patients to
t hose providers. The obvious difference between
Managed Care Organi zat i ons and Account abl e or
Coordi nated Care Organizations is that - in the MO
nodel — the payer is taking on the risk both in terns
of quality and cost. Instead of as | nentioned
earlier, the providers taking that risk in the ACJO CCO
nodel .

Now I'd like to give you sone background about why and
how CPH becane interested in a variant of an ACO and
our desire to pilot a denobnstration project on the
Kenai Peni nsul a.

3:16: 02 PM

M. Davis continued to read from a statenment:

Because we are a single stand-al one comunity hospital
and are not part of a system or affiliated wth a
| arger hospital, CPH nust be diligent when considering
future financial risk. W are keenly aware of the
changing health care |andscape and believe that a
maj or transformation is beginning to take place. The
changes | am referring to wll cause reinbursenents
for health care services to be directly tied to
quality, outconmes, and efficiency. This type of
paynment transformation is noving health care away from
vol ume and towards val ue.

We have already begun to see these changes take place

under Medicare with Val ue Based Purchasing and bundl ed
paynents. Because of this, we have elected to be
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proactive and prepare for anticipated changes in an
ef fort to | essen t he i npact of shri nki ng
rei mbursenents going forward. Nearly two years ago, we
began to explore different options and paynment nodels
in order to better prepare for the conpression on
rei nbursenent as it begins to show up in Al aska.

We are interested in piloting an ACO variant that is
based on an existing Community Care Organization or
CCO that is operating in Eastern Oregon. Data rel eased
in February in the Journal of Anerican Medica

Association indicates that: Conpared wth a 2011
baseline, the Oregon Health Authority reported that

per - menber per-nonth spending for inpatient care had
decreased in 2014 by 14.8% Per-nenber per-nonth
spending on outpatient care was also lower, by 2.4%

However, outpatient spending trends nasked a 19.2%
increase in spending on primary care services because
care transitioned away from high cost specialty care,

and over to the Primary Care Medical Honmes that are
part of the CCO This inproved coordination of care -
lead by the primary care provider is the key to
| owering costs and inproving care.

W would anticipate this nodel covering the entire
Medi caid population on the Kenai Peninsula. CCOs
differ from ACOs in their acceptance of full
financial risk in the form of the gl obal budget. They
are simlar in that they are both locally governed;
are accountable for access, quality and health
spending; and both enphasize primary care nedical
homes. Both require Robust Data Systens to support a
Clinically Integrated network for clinical and
business functions in addition to permtting the flow
of data required to make informed decisions.

The CCO woul d operate on a fixed gl obal budget, reduce
medical cost inflation as part of the contract,
inprove the quality of care and outcones and create a
heal t hi er population. The <current Alaska trend of
growh per capita for Medicaid expenditures averages
j ust over 6% per year and we believe this
denonstration could help put Medicaid on a predictable
and sustainable path by reducing the growth trend in
per capita Medicaid expenditures.

3:19: 25 PM
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M. Davis continued to read from prepared renarKks:

W view the CCO as the next step beyond traditiona
managed care. This belief is sinply based on the
funding structure and risk bearing nature of the

program Mre inportantly, providers will no |onger be
paid for treating illness but instead for providing a
hi ghly coordinated system that prevents illness and

the high costs associated with it.

The CCO structure requires a great deal of front-end
work to bring the stakehol ders together and agree on a
paynent structure wthin the organization. W wll
need to form a network, a shared savings distribution
program and develop quality targets and netrics for
accountability.

Currently, Alaska does not utilize Managed Care
Organi zations or Managed Health Plans. There are
different kinds of nmnaged care, and we encourage you
to structure any legislation broadly enough to allow

for local innovation like CCOs. W believe that a
provider-led nodel like a CCO will work on the Kenai
Peninsula and we are willing to pilot it.

A CCO will have the flexibility to support new nodel s

of care that are patient-centered and teamfocused,
and reduce health disparities. W believe a CCO w ||
be better able to coordinate services and also focus
on prevention, chronic illness managenent and patient-
centered care. W would have flexibility within our
budget to provide services alongside nedical benefits
with the goal of neeting the Triple Aim of better
health, better care and | ower per capita costs for the
popul ati on we serve.

Thank you for the opportunity to testify and please
gi ve consi deration to a gl obal budget CCO
denonstration in any |legislation you discharge from
t he subcomm ttee.

3:21: 34 PM

Vice-Chair Saddler referenced the handout titled "Al aska
Medi caid Redesign: Approaches to Coordinated Care and
Val ue- based Purchasing,” and asked where a Coordinated Care
Organi zation (CCO would be listed on the «chart's
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continuum M. Davis answered that he put the CCO between
the ACO and the MCO He delineated that the CCO would
assunme the full risk in contract with an insurance partner.
Vice-Chair Saddler asked if the bill currently allowed a
CCO to submit an application for the denonstration project.
M. Davis answered in the affirmative.

3:23:18 PM

Representative Gara asked whether Medicaid allowed the
departnment to negotiate a rate wth a doctor of the
patients choosing in cases of serious illness.

VALERI E DAVI DSON, COW SSI ONER, DEPARTMENT OF HEALTH AND
SOCI AL SERVICES, replied that the answer was conplicated
She elaborated that Medicaid required that care nust be
provided in the closest community as possible. Federal |aw
requi red provider choice for Medicaid beneficiaries but the
state mandated that care nust be provided in their hone
community to avoid unnecessary travel.

JON SHERWOOD, DEPUTY COWM SSI ONER, MEDI CAI D AND HEALTH CARE
POLI CY, DEPARTMENT OF HEALTH AND SOCI AL SERVICES, clarified
that if care was not accessible in a comunity, the state
woul d pay the travel costs for a person to receive care

Regul ations would not prevent an enrollee from seeing a
Medi caid provider in another comunity, but the travel
costs would not be covered by the state if a Medicaid
provi der was available in their community.

Representative Gara reiterated his question regarding
patient choice. M. Sherwood replied in the negative. He
reported that when travel was necessary the departnent
allowed a person to travel to the closest comunity and if
the community was in another state and there was not a
significant difference in expense DHSS would nost |ikely
authorize travel to the community of choice. He exenplified
a person wanting to see a provider in Portland as opposed
to the designated Medicaid provider in Seattle. He added
that the provider had to agree to enroll in the Medicaid
program and accept the allotted rate. The departnent did
not negotiate individual rates for providers.

Representative Gara asked what it neant that a provider had
to be enrolled in a Medicaid program M. Sherwood answered
that an out-of-state provider would have to be enrolled in
the Alaska Medicaid program He revealed that if a
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recipient was in another state and needed treatnent, the
default was that the state would pay the particular state's
Medicaid rate or refer to regulation to determne how to
pay an appropriate rate if the provider would not enroll in
Al aska's Medi cai d program

3:28:32 PM

Representative Gara asked whether anything in the bil
would prevent the process M. Sherwood described from
happening. M. Sherwood answered in the negative. He added
that a proposal under a nmnaged care nodel that would
restrict freedom of choice was possible in the future under
provi sions of reform

Representative WIson recalled testimony from Centra
Peni nsul a Hospital (CPH) the previous session that adopted
a simlar CCO nodel and reported that the hospital in
Unal aska had as well. She wondered whether there would be a
negative inpact on the entities or communities that already
enpl oyed a coordinated care nodel if Medicaid adopted a
statewi de plan. Conm ssioner Davidson answered that one of
the things the departnent |iked about the bill was that it
offered flexibility to allow the use of different nodels
that fit different comunities. She illustrated that what
worked in Unalaska mght not work in Anchorage. She
referred to testinony from CPH that noted its interest in a
CCO nodel, which mght differ from a nodel the Bethel
region was interested in piloting. The  depart nent
appreciated the broad flexibility the bill provided to
tailor denonstration proj ects to nodels chosen by
communities that worked for them Representative WIson
voi ced concern about putting the pilot projects in statute.

She supported the overall concepts of the bill and felt
that the specific provisions in statute would limt the
departnment from piloting other possible nodels not |isted
in the bill. She wondered why the departnment could not
i ssue an RFP under direction from the |egislature based on
the best ideas from other states wthout adopti ng

| egi sl ation.

Comm ssi oner Davidson answered that the bill allowed the
department to do just what she described; issue an RFP with
defined criteria. She cited page 33 of the |egislation,

under subsections d, e, and f, lines 10 through 31 and
noted that the proposals nust include cost saving neasures,
i nnovation, integrate behavioral health, telehealth, and
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actuarial follow up. She reported that the departnent
want ed an independent actuary to show whether the program
had achieved its goal and would work on a w der basis. She
bel i eved the provisions benefitted the |egislature.

3:35:46 PM

Representative WIlson did not disagree with anything in the
bill. She disagreed with the use of statute. She believed
that there were existing nodels working well. She did not

want to "tie the state's hands" any further. She declared
that she liked the ideas in the legislation but felt they
were not necessary to place in statute in order for the
departnment to inplenent. Conmm ssioner Davidson understood
her concern. She shared the departnment's concern. She
commented that even though the projects existed in another
state, sonme regions of Alaska were very unique and did not
exi st elsewhere in the country. She noted that in |arge
remote road less regions travel was critical to access
care. She added that communi ties | acking adequate
sani tation facilities i mpact ed public heal t h. She
enphasi zed that things were uniquely different in rural
Al aska. She understood that other conpanies may have had
experience in rural areas in other states, but she repeated
that Al aska was very different. The denonstration projects
were necessary to prove effective in rural Alaska with its
unique set of challenges. Representative WIson asked
whether the conmttee was going to hear from any of the
Native organizations related to what they nmay be doing in
their regions of the state. Co-Chair Thonpson would | ook
into the idea.

Vice-Chair Saddler agreed that Alaska was unique, but
believed it was not so wunique. He asked whether the
commi ssi oner envisioned how the process would play out in
the next 3, 5, or 10 years. Conm ssioner Davidson answered
that there were different things that could be done on a
regional or community basis. She felt that what worked in
Anchorage or Juneau may not work in Bethel or another
community. She cited page 33, Subsection (e) of the bill
that provided for actuarial analysis and enphasized that it
would provide critically beneficial information for the
department on how to proceed.

Vice-Chair Saddler referred to page 32, line 17, Section 2

of the bill, which set up a project review comittee and
page 33, line 17 that allowed the departnment to contract
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with a third party. He asked whether there would be sone
value in wusing the project review comrittee to help
evaluate the denonstration projects as well. Conm ssioner
Davi dson answered that the provisions took place at two
different points in time. She clarified that the project
review conmttee would decide which projects would be
selected to nove forward. The actuarial analysis took place
after the projects were inplenented.

3:42:16 PM

Vi ce-Chair Saddler pointed to page 33, Subsection (f) and
read the follow ng

(f) The departnent shall prepare a plan regarding
regional or statewi de inplenentation of a coordinated
care project based on the results of the denonstration
projects under this section. On or before Novenber 15,
2019, the departnent shall submt the plan to the
senate secretary and the chief clerk of the house of
representatives and notify the legislature that the
plan is available. On or before Novenmber 15 of each
year thereafter, the departnent shall submt a report
regardi ng any changes or recommendati ons regardi ng the
pl an devel oped under this subsection to the senate
secretary and the chief <clerk of the house of
representatives and notify the legislature that the
report is avail able.

Vi ce-Chair Saddler did not understand what the inplication
of the subsection was. He asked whether the plan would be
statewide or if there would be 10 different regional plans.
Comm ssi oner Davidson responded that the subsection and
bill contenplated both options. She offered that sone
services may work on a statewi de basis and sone nmay only
work on a regional basis. The legislation provided the
flexibility that would allow both to happen. She
exenplified that Medicaid related travel was currently
arranged on a statewide basis and in the past sonme of the
travel had been arranged on regional basis, which she felt
m ght work better. She noted that recently a national
policy change was nmade to address travel differently and
could be beneficial to the state.

Representative Muinoz pointed to page 29 of the bill related

to the reinbursenment rates for the expanded Medicaid
program and wondered whether the 90 percent rate applied to
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any of the options under discussion. M. Sher wood
referenced page 29, Section 30, and paragraph d itenms 1, 2,
and 3.

(d) Notwithstanding (a) - (c) of this section, the
depart ment may

(1) apply for a section 1915(i) option under 42 U S. C
1396n to inprove services and care through home and
comunity-based services to obtain a 50 percent
federal match

(2) apply for a section 1915(k) option under 42 U S.C
1396n to provide hone and community-based services and
support to increase the federal mtch for these
progranms from 50 percent to 56 percent;

(3) apply for a section 1945 option under 42 U. S C
1396w4 to provide coordinated care through health
honmes for individuals with chronic conditions and to
increase the federal match for the services to 90
percent for the first eight quarters the required
state plan anendnent is in effect;

M. Sherwood explained that (d) (1) was the 1915i option
for Honme and Community based services, which provided 50
percent coverage of sone state funded programs Medicaid
services and a portion of that population were eligible for
the enhanced rate. He continued that the "K' option was
another honme and community based program intended for
people to neet institutional |evels of care, which would
receive an extra 6 percent over the base match rate and
were not eligible for the enhanced rate. He reported that
the last option, Section 1945 regarding health homes for
individuals wth chronic conditions, allowed for the
enhanced rate of 90 percent federal match for the first 8
guarters of the program

3:48:11 PM

Representative Mnoz pointed to section 1915i and asked
whet her the expanded population that mght qualify for a
hi gher rate was the 90 percent enhanced rate. M. Sherwood
replied in the affirmtive and clarified that the rate
woul d begin at 100 percent and drop to 90 percent over the
next few years. He expounded that an individual who was
eligible in the expansion group receiving the services
listed would qualify for the higher rate. Representative
Munoz asked why the legislation would reference the 50
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percent rate if the expanded population was eligible for
the higher rate. She also wondered what the rate was
expected to be after two years for the 1945 popul ation. M.
Sherwood answered that after 8 quarters the rate would fall
to 50 percent.

3:50: 32 PM

Ms. Shadduck clarified that if the state chose mnanaged
care, the ~consultants recommended that three or nore
organi zati ons should be involved. She el aborated that if an
MCO dropped out beginning with only two the state was "on
the hook" and the situation conplicated the interactions
with rural populations and tribal health. She added that
the sponsor felt that the "the feedback |oop for the
| egislature” in the form of the review comittee and
actuarial results were an inportant provisions to place in
statute. She renm nded the comrittee that the |egislature
had seats on the "RFP review conmttee" and if the reform
provisions were not in statute the departnent would not
have to be accountable to the I|egislature. She enphasized
the flexibility that existed in the bill and noted that if
in the future the CM5 offered other options for innovation
the department was authorized to utilize them She cited
the | anguage in Subsection C, on page 33, "the departnent
may contract with.! which was not exclusive |anguage and
suggested anmended | anguage that quelled the concerns that
the bill restricted other areas of innovation and reform

CSSB 74(FIN) am was HEARD and HELD in conmttee for further
consi derati on.

Co- Chair Thonpson discussed the schedule for the follow ng
day.

#
ADJ OURNVENT

3:54: 06 PM

The neeting was adjourned at 3:54 p.m
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