HOUSE FI NANCE COW TTEE
March 29, 2016
1:34 p. m

1: 34: 12 PM

CALL TO ORDER

Co-Chair Thonpson called the House Finance Conmittee
nmeeting to order at 1:34 p.m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Representati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative David Guttenberg
Representative Cathy Minoz
Representative Lance Pruitt
Representative Tanm e WI son

VEMBERS ABSENT

Representative Scott Kawasaki

ALSO PRESENT

John Skidnore, Director, Crimnal D vision, Departnent of
Law; John Boucher, Deputy Comm ssioner, Departnent of
Adm ni strati on; Janey Hovenden, Director, D vision of
Cor por at i ons, Busi ness and Pr of essi onal Li censi ng,
Department of Commerce, Community and Econom c Devel opnent;
Jon Sherwood, Deputy Conmi ssioner, Medicaid and Health Care
Policy, Departnment of Health and Social Services; Vicky
Wlson, Director, Division of Pioneer Hones, Departnent of
Health and Soci al Servi ces; Karen  Forrest, Deput y
Comm ssioner, Departnment of Health and Social Services;
Jeff Jessee, Chief Executive Oficer, Alaska Mental Health
Trust Authority; Stacie Kraly, Chief Assistant Attorney
CGeneral, Human Service, Departnment of Law, Senator Pete
Kel Iy, Sponsor.
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SUMVARY

CSSB 74(FIN) am
MEDI CAl D REFORM TELEMEDI Cl NE; DRUG DATABASE

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

Co- Chair Thonpson di scussed the neeting agenda.

#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 Al aska 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 Conmer ce, Communi ty, and Econom c
Devel opnent ; relating to accounting for program
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
medi cal assistance products and services; relating to
verification of eligibility for public assistance
prograns adninistered by the Departnent of Health and
Social Services; relating to annual audits of state
medi cal assistance providers; relating to reporting
over paynent s of nmedi cal assi st ance paynents;
establishing authority to assess civil penalties for
viol ations of nedical assistance program requirenents;
relating to seizure and forfeiture of property for
medi cal assistance fraud; relating to the duties of
the Depart nent of Health and Soci al Servi ces;
est abl i shi ng medi cal assi st ance denonstration
projects; relating to Alaska Pioneers' Homes and
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Al aska Veterans' Homes; 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
37, Alaska Rules of Crimnal Procedure; and providing
for an effective date."

1: 35: 12 PM

JOHN SKIDMORE, DIRECTOR, CRIM NAL DI VISION, DEPARTMENT OF
LAW spoke to the fiscal note from the Departnent of Law
(DOL) for SB 74. He detailed the bill asked for a couple of
positions to be placed into the Medicaid Fraud Unit of the
DOL  Crimnal Di vi si on. The departnment had initially
contenplated placing the positions in the Cvil D vision
because it would be dealing with civil work; however, DOL
had elected to nove the positions into the Medicaid Fraud
Unit because the unit had 75 percent federal match for 25
percent state funds. Therefore, the work could be done at a
| ower cost to the state. He believed the note had changed
slightly since its last version to indicate the fund source
was GCeneral Fund (GF) with federal match instead of GF
only.

Co- Chair Thonpson noted that the commttee was addressing
fiscal note OVB Conponent Nunber 2203 dated 3/18/16.

1: 37: 37 PM
AT EASE

1: 38: 26 PM
RECONVENED

Co-Chair Thonpson reiterated that the conmttee was
addressing the DOL fiscal note.

Vice-Chair Saddler remarked the note included a cost of
$365,000. He asked if DOL anticipated any recovery of
Medi caid fraud proceeds that would help dimnish the fiscal
not e.

M. Skidmore in the affirmative. He detailed it was
difficult to tell what the recoveries would be because the
cases had not yet been received. Based on recoveries in
past years, the departnent anticipated recoveries from the
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False Clains Act to nore than cover the positions and 25
percent state cost listed in the fiscal note.

Vi ce-Chair Saddler asked for clarification. He wondered if
the fiscal note included the anticipated recoveries. He
asked if the $365,000 per vyear was after or before
recoveri es.

M. Skidnmore answered that because the $365,000 was based
on Ceneral Funds and there were not funds going directly to
DOL, he did not know if the note reflected DOL's
anticipation that recoveries going into the General Fund
woul d exceed the $365,000. The change in revenues shoul d be
reflected in the $500,000 figure listed in the "change in
revenues" row. The $500,000 exceeded the $365,000 in the
fund source and operating expenditure.

Vi ce-Chair Saddler asked for verification DOL anticipated
recovering $500,000, while the fiscal note showed $365, 000
in expenditures. He surmsed there would be a net of
$135, 000.

M. Skidnore answered in the affirmati ve.

Representative WIlson referred to the I|ast paragraph on
page 2 of the fiscal note related to the proposed Medica
Assi stance False Claim and Reporting Act and provision on
seizure and forfeiture of real property require involvenent
of DOL. She asked for verification the bill would give the
departnment authority it did not currently have on the civi
si de.

M. Skidnore answered in the affirmative. He explained the
departnent believed the False Cains Act would allow the
departnment to pursue civil cases it was not currently able
to pursue; it was currently only able to pursue crimnal
cases.

Representative WIson asked if the bill added fines and
forfeiture.

M. Skidnore answered that the False Clains Act allowed the
state to pursue clainms of fraudulent billing into the
nmedi cal system (i.e. restitution or forfeiture). The state
woul d have the ability to collect the funds that should not
have been collected in the first place.
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1:42: 23 PM

Representative Quttenberg pointed to the second to |ast
par agraph on page 2 of the DOL fiscal note related to the
barring of certain actions including actions based on
evi dence known to the state. He wondered if a situation was
considered known to the state if soneone knew about a
fraudulent action with a provider and a state enployee was
conplicit in the act.

M. Skidnmore answered that the term "known to the state"
neant the information was known to the lawers that would
be prosecuting the case; the termdid not refer to a state
enpl oyee who nmay be involved in the fraud.

Representative QGuttenberg asked if a whistle blower would
be precluded from being party to the situation if the
| awers were aware of the situation but had not yet brought
the case. He asked for further clarification.

M. Ski dnor e replied t hat t he section addr essed
circunstances in which there may already be a crimnal
investigation ongoing. For exanple, if a person cane

forward with information that Doctor A was fraudulently
billing Medi cai d and t he depart nment al r eady had
investigators working on the case, the departnent would
inform the person it was already pursuing the issue. The
person woul d be barred from pursing the issue.

Representative QGuttenberg spoke to the 75 percent federa
funding. He asked if there was a division of the rewards
when the departnment took action and prevailed. M. Skidnore
answered that the funds were divided 50/50 between the
state and the federal governnment in terns of the recovered
f unds.

1:45: 30 PM

Representative Quttenberg asked how fraudul ent funds were
di vided when returned. He wondered how the fornula was
different fromthe rewardi ng of the attorneys.

M. Skidnore spoke to the federal Medicaid program that
provided funding to the state for distribution. There was a
Medicaid Fraud Unit that was funded 75 percent with federal
funds and 25 percent state funds. Wen fraud occurred
within Medicaid distributions and the state acted to
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recover the funds, anything recovered by the state was
split 50/50 with the federal governnent. He referred to
page 1 of the fiscal note and explained the intake of
$500, 000 represented the state's portion.

Representative Quttenberg expl ained his assunption that not
all of the nmoney was federal; there was a federal/state
match. He relayed M. Skidnore had answered his question.

Co- Chair Thonpson noted Representative Gara had joined the
nmeeti ng.

Representati ve Munoz asked about the existing penalties for
a civil fraud violation. M. Ski dnore  asked for
clarification.

Representative Mnoz asked if there were penalties in
current law for Medicaid fraud. M. Skidnore was not aware
of any existing penalties; however, he did not handl e nost
civil cases. He did not believe the state had the ability
to go after individuals for false clains the way the bil
woul d establish; the provision established in the bill was
new.

Representative Mmnoz asked for the distinction between
crimnal and civil fraud cases. M. Skidnore answered that
a person did not receive a crimnal conviction for which
they could potentially go to jail; because the penalty did
not occur there was also a |lower burden of proof associated
with a civil case, which would be a preponderance of the
evi dence i nstead of beyond a reasonabl e doubt.

Vi ce-Chair Saddler read from page 7, lines 17 through 20 of
the | egislation:

A beneficiary of an intentional or inadvertent
submi ssion of a false or fraudulent claim under the
medi cal assistance program who |ater discovers the
claimis false or fraudulent shall disclose the false
or fraudulent claim to the state not l|ater than 60
days after discovering the false claim

Vice-Chair Saddler asked if soneone disclosing within the
60-day tinme period was still subject to any interest or
penal ties for overpaynent.

1: 50: 09 PM
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M. Skidnmore was happy to look into the question and would
fol |l ow up.

Co-Chair Thonpson asked for the information in witing. He
noted Representative Gattis had joined the neeting. He
asked the Departnent of Adm nistration (DOA) to address its
fiscal note.

JOHN BOUCHER, DEPUTY COW SSI ONER, DEPARTMENT OF
ADM NI STRATI ON, relayed that DOA's role in the |egislation
appeared in Section 40 of the bill. The section required
DOA in collaboration wth the legislative finance
committees to procure a study to determne the feasibility
of creating a health care authority that could coordinate
health care plans; and consolidate purchasing effectiveness
for retired state enployees, teachers, nedical assistance
recipients, the University of Al aska, state corporations,
and school district enployees. The study nust be conpleted
before June 2017. The primary reason for the study was to
determne the feasibility for the authority to study the
needs to understand a current suite of benefits, cost-
sharing, and paynment for all enployees and individuals
whose health care benefits were funded directly or
indirectly by the State of Al aska. The study would require
evaluation of a nunber of health care benefit delivery
prograns funded directly and indirectly by the state. He
expounded that when the departnent had done research on
simlar type studies (e.g. the Hay study from several years
ago with $350,000) it estinmated the cost of the study could
be up to $700,000 to conplete. The project would be
anbitious and would require a project staff nanager for
slightly over one year including the three-nonth period
followng June 2017 in order to wap up the study,
coordinate, review the input and output from the proposed
review and comment period, and gui de the agency on the next
st eps.

Representative WIson asked for the financial figures
listed on the fiscal note. The note also indicated one
per son woul d be hired.

M. Boucher replied that the anmobunt was $834,600 in FY 17
and $33,600 in FY 18. The FY 17 cost represented one-
quarter of the staff cost (i.e. funding for the position
for three nonths in FY 18).
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Co- Chair Thonpson noted that the commttee was addressing
fiscal note OVB Conponent Nunber 45 dated 3/6/16.

Vice-Chair Saddler referred to M. Boucher's testinony
about studies that had been conducted. He asked if the
study would be ab initio or whether the departnent had
devel oped prior information that wuld be a useful
f oundati on.

M. Boucher answered the bill included specific direction
to try to leverage previous studies including the Hay
study. The provision included such a broad group of
prograns, the department believed it would still require a
significant anmount of data collection.

1: 54: 30 PM

Representative Quttenberg asked if departnent anticipated
doing the study in-house or contracting it out. M. Boucher
replied that it would be a contract.

Co- Chair Thonpson relayed the conmttee would address the
fiscal notes from the Departnent of Commerce, Community and
Econom ¢ Devel opnent (DCCED) [ Note: Co- Chair  Thonpson
originally relayed the conmttee would hear from the
Departnment of Health and Social Services (DHSS); however,
he corrected they would hear from DCCED first].

JANEY  HOVENDEN, DI RECTCR, DIVISION OF CORPORATI ONS

BUSI NESS AND PROFESSI ONAL LI CENSI NG, DEPARTNMENT OF
COVWERCE, COVWMUNITY AND ECONOM C DEVELOPMENT, addressed
fiscal note OVMB Conponent Nunber 2360. The bill inpacted
the division in tw ways. First, it expanded the
Prescription Drug Monitoring Program (PDW), which would
requi re pharmacists or practitioners dispensing controlled
substances to submt to the board for inclusion in the PDW
on a weekly basis; pharmacists or practitioners prescribing
or dispensing controlled substances would be required to
register with the PDMP in a format established by the Board
of Pharnmacy; required the notification of other boards; and
allowed the practitioner or pharmacists to del egate access
to the PDVWP to enployees on their behalf. The expansion of
the PDMP would require a program coordinator at a range 18
(on the state pay scale) to be located in Juneau, which
would include the expanded registrations, reporting,
col | aborati ons, engagenent with the state opioid control
program grant witing and reporting, vendor solicitation
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and other. Second, the bill expanded telenedicine for
medi cal and soci al wor ker s, pr of essi onal counsel ors,
psychol ogi sts, psychol ogical associates, marital and famly
t herapi sts. She relayed that after the limted expansion in
2014, the department wunderstood the volunme expansion
increased licensure; therefore, DCCED anticipated the need
of two additional occupational licensing examners to
review the increases, as well as two additional
investigators. The fiscal note included $3,000 for travel
for the new program coordinator to attend Board of Pharnacy
nmeetings; it also included sonme regulation and |egal costs
and printing and postage for $12,000. The department
anticipated there would probably be extra |egal costs and
investigations in future years due to the increase. She
explained that it was a bit nore costly to conduct
i nvestigations across state lines related to tel enedicine.
The fiscal note included $560,000 in the first year [FY 17]
for the two different sections she had spoken about and the
five additional enployees.

1: 59: 35 PM

Co- Chair Neurman observed DCCED woul d accept federal funds
related to the PDW. He asked if any other federa
regulations cane with the funds. He remarked there was
generally a "carrot stick" attached to federal funds.

Ms. Hovenden did not believe there were any other carrots
related to the PDMP. She did not know for certain.

Co- Chair Thonpson noted they would follow up on the issue.

Representative Quttenberg pointed to |language in the first
paragraph on page 2 of the fiscal note: "the bill allows
licensed practitioners and |icensed pharmacists to del egate
access to the PDWP on their behalf to an agent or enployee
of the practitioner.” He observed a l|icensed practitioner
or pharmacist could delegate authority to an office
clerical worker with no experience. He asked how far out it
left a pharnacist or practitioner in their |icensing
requi renents.

Ms. Hovenden replied that the licensee's |icense would be

held liable for any msuse or msconduct by the enployee
t hey del egated authority to.
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Representative GQuttenberg asked if it was a comon practice
for pharmacists and practitioners to delegate authority to
people without a license or certificate.

Ms. Hovenden answered that enployees regularly had access
to patient files and databases. She explained it was the
licensee's license that would be in jeopardy for m suse.

2:02: 38 PM

Vi ce-Chair Saddl er asked if any ot her pr of essi onal
licensing boards allowed delegation of authority to access
i nformati on about an individual to others. He suspected the
Board of Medicine did, but he wondered about psychiatrists,
soci al workers, physical therapists, or others.

Ms. Hovenden was not aware of any, but she would follow up.

Vi ce-Chair Saddler asked if the anticipated expenditure of
$607,400 would be matched by the revenues generated from
license fees charged to licensees. He asked for
verification the cost would be a net zero to the state; the
fees woul d be passed along to |icenses.

Ms. Hovenden answered in the affirmative; the funds cane
from recei pt supported services paid by all |icensees. The
fiscal note would give the division spending authority over
t he funds.

Vi ce-Chair Saddler understood that a large part of the
increase was expected to be the cost of Ilicensing and
verifying the qualifications for telehealth practitioners.
However, the fiscal note only included $3,000 for travel.
He wondered if the cost would conme out of the services or
travel lines on the fiscal note if it were necessary to
travel outside of Alaska to investigate the fitness of a
t el eheal th provider.

Ms. Hovenden did not anticipate that investigators would
need to travel out of state to conduct any investigations.
There were already licensees outside of the state and the
division had certain tools it could utilize to cooperate
with other states. The $3,000 was nerely for the program
coordi nator to travel to the Board of Pharmacy [neetings].

2:05: 06 PM
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Representative WIson asked for verification that the
fiscal note did not contain federal funds. M. Hovenden
answered that the funding was not guaranteed [into the
future], but currently the PDMP was currently paid for with
a federal grant through a reinbursable services agreenent
(RSA) with DHSS.

Representative W/Ilson asked if the database would continue
after there were no federal funds in the future. M.
Hovenden replied in the negative. She elaborated there had
been discussion about <creating a registration fee that
woul d help sustain the PDMP in the long-term but she did
not believe it was in the current bill version.

Representative W/l son believed a corrected fiscal note was
needed because she wanted to understand current and
potential federal funds being provided. She referred to the
five new positions and wondered how nany professionals
woul d be required to register to access the database.

Ms. Hovenden asked for clarification.

Representati ve W | son expl ai ned t he depart ment was
proposing to hire five additional enployees due to the
dat abase and telehealth portions of the bill. She referred
to Ms. Hovenden's remark about considering how rnuch to
charge for registration once the federal funds were no
| onger avail able. She asked how many i ndividuals would have
to register in the system She wondered if only Mdicaid
providers or all professionals would have to enter
prescriptions.

Ms. Hovenden answered that she did not have the nunber. She
referred to the Board of Nursing, optonetrists, and
veterinarians and believed there were approximtely 8,000
individuals with the licensed ability to prescribe.

Representative WIson requested an updated fiscal note if
there was federal and other funding that the state may have
to backfill. She wanted to know how many providers the
state may have to charge to maintain the system

Co- Chair Thonpson replied his office would follow up with
t he information.

2:08:41 PM
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Co-Chair Neuman referred to the second to | ast paragraph on
page 3 of the fiscal note related to the PDWP. He noted
there had been plenty of discussions about federal Medicaid
reform He detailed the cost would be covered by Board of
Pharmacy |icensees in absence of federal funds. He asked if
the Board of Pharmacy or pharmaci sts around the state had
been asked about the fact that they may have to pay for the
funds in the future.

Ms. Hovenden replied that the Board of Pharmacy was aware
of the issue and it made them nervous. She explained that
when the PDMP had been put under the Board of Pharnacy it
had been a concern; it was the distinct intent the |icensee
of the Board of Pharmacy would not have to pay for the
program Thus far, the licensees had not been responsible
for paying the cost. The fiscal note reflected the cost
w thout any federal grant funding to the program because
there was no guarantee for future federal grants.

Co-Chair Neuman noted that for past three years the
| egi slature had been chosen not to fund the PDWP. He
detailed the departnent had chosen not to abide by the
request of the legislature and had found its independent
funding for the program He stated the departnent had been
instructed not to fund the program He furthered the
| egislature heard all of the "budget restraints and a | ot
of crying and screaming from the departnent about how
you're cutting and reducing our budget, but they can find
ot her nmoney for progranms that the |legislature said we don't
want funded."

Representative Gattis asked if the state had to abide by
federal criteria in order to receive the federal funds
related to the PDMP. She wondered if the state would not
receive the noney if it did not follow the requirenents.

Ms. Hovenden was not aware of any, but she would follow up.
Representative Gattis stated in her experience it had been
necessary to abide by requirenments in order to get the

noney.

2:12:14 PM

Co- Chair Thonpson asked if the pharmaceutical tracking and
information gathered [in the PDW] was shared with the
f ederal government.
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Ms. Hovenden answered she would follow up during the
nmeeting the following day and would be acconpanied by the
PDVP manager .

Representative Gara referred to the provision requiring
pharmaci sts to take part in the PDW. He asked if it
applied to all physicians for all prescriptions or only to
Medi cai d servi ces.

MVs. Hovenden answered the provision applied to all
physi ci ans.

Vi ce-Chair Saddl er | ooked at page 3 of the fiscal note and
observed that $108,600 for legal costs and appeals was a
preci se nunmber. He asked if the nunber was based on the
experience of other boards or was specific to the Board of
Phar macy.

Ms. Hovenden replied that there was a fornula, which was
probably based on past practice. She would follow up with
her adm nistrative officer to determ ne how the figure had
been cal cul ated. She reninded the commttee the provision
i npacted other nmany other boards apart from the Board of
Pharmacy. She believed it represented an accunul ation of
past investigations, but she needed to confirm that
i nformati on.

Vice-Chair Saddler remarked it was a new expansion of the
range  of services and how they were provided by
telemedicine. He did not know if the existing standard
formul as woul d apply.

Representative Gara asked if there was a separate hearing
on t he dat abase.

Co-Chair Thonpson replied that the hearing was the
fol |l ow ng day.

2:15: 07 PM

Co-Chair Thonpson relayed the commttee would address
fiscal notes from DHSS.

JON SHERWOOD, DEPUTY COWM SSI ONER, MEDI CAI D AND HEALTH CARE

POLI CY, DEPARTMENT OF HEALTH AND SOCI AL SERVI CES, addressed
a summary document from the departnent titled "DHSS Fisca
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| npacts for CSSBO74(FIN)am version UA" dated March 21

2016 (copy on file). He detailed there were mnmany DHSS
fiscal notes; sone of the provisions inpacted nore than one
conmponent and sonme conponents reflected the inpact of
multiple provisions. He relayed it was difficult to get a
big picture of the bill's inpact nerely by |ooking at the
i ndi vidual fiscal notes. He pointed to the first table at
the top of the docunment showed the fund sources. He

specified the bill would result in a net reduction in GF in
FY 17 of $31.6 mllion, which would increase to over $113
mllion by FY 22. The bill would also result in total fund

reductions beginning in FY 19 and growi ng through FY 22.
The second table showed permanent and |ong-term non-
permanent positions: 15 positions were added in FY 17
including 4 to work on enhanced tribal claimng; and 8
t hree-year non-pernmanent positions intended to help the
D visions of Health Care Services and Senior and
Disabilities Services with the transitions involved in the
numerous program changes - the state portion of the
positions was funded by the Alaska Mental Health Trust
Aut hority (AMHTA). Position reductions were anticipated to
begin in FY 19; the positions would peak at 17 in FY 18 and
would gradually be reduced to 5 as efficiencies were
achieved as a result of reform

M. Sherwood addressed the third table showi ng capital
budget costs, which totaled $10.4 mllion. Mst of the
costs were around meking Medicaid Mnagenent |nformation
System (MM S) changes to inplenment various program changes.
Page 2 of the docunent included a table show ng savings
measures and associated summaries. The table did not
include every provision in the bill that inpacted the
departnent; therefore, it did not perfectly match the fund
source table on page 1. The |argest reduction canme fromthe
i npl enentation of the federal tribal claimng policy. He
pointed out that savings were also included in budgets
currently before the two | egislative houses.

Co- Chair Thonpson acknow edged the bill sponsor, Senator
Pete Kelly in the comittee room He noted that
Representative Pruitt had joined the neeting.

M. Sherwood noted that bill included provisions to devel op
a nore effective integrated behavioral health system
through an 1115 denonstration waiver. The departnent did
not project direct behavioral health savings, but it did
expect substantial savings and positive inpacts throughout

House Fi nance Conmmittee 14 03/29/16 1:34 P. M



state and |ocal government once the new system was in
pl ace. The biggest inmpacts would be to the crimnal justice
system but there would be possible savings to child
protection and public assistance programs as well. He
underscored that a specific savings for those prograns had
not yet been identified. He relayed that several weeks
earlier AWMHTA had nmet and commtted to help finance
Medicaid reform The departnent's fiscal notes reflected
some of the contributions and other contributions would be
provided as direct support from the trust. The departnent
deeply appreci ated the support from AVHTA

Co-Chair Thonpson referred to the first fiscal note from
DHSS, OVMB Conponent Nunber 2671. M. Sherwood confirnmed it
was the first note he woul d address.

Vi ce-Chair Saddler referenced the sunmary docunent provided
by DHSS and noted he was interested in the expenditures
conpared to savings in the table. He asked if the capita
budget costs represented a particular year or the entire
si x-year period. He wondered if the costs tended to be
frontend-1oaded if they reflected the six-year period.

M. Sherwood answered the costs in the chart were intended
to cover capital costs throughout the six years of the
project. Mst of the costs would involve expenditures
begi nning in year one or two of the program

Vice-Chair Saddler asked if the savings neasure on page 2
incorporated into the grand total chart at the top of page
1. M. Sherwood replied in the affirmative.

Representative Gara surmised that it |ooked as if roughly
85 percent of the savings ($103 million) in FY 22 cane from
a conbination of the federal tribal policy program and the
1915 waivers. He remarked that nmany legislators had
accidentally referred to the federal tribal policy as a
wai ver; however, it was the program that let the state get
full reinbursenent for certain treatnment of Indian Health
Service (IHS) and Medicaid-eligible patients. He asked for
t he accuracy of his statenent.

2:22:51 PM

M. Sherwood replied in the affirmative. The change in
policy did allow certain services provided by non-tribal
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provi ders could receive 100 percent federal funds through a
tribal referral

Representative Gara asked for verification that the federa
tribal policy was a conbination of travel and treatnent of
| HS patients in a non-IHS facility. He noted the state had
previously paid for the services.

M. Sherwood replied in the affirmative. He detailed that
travel and services received by Mdicaid and |IHS-eligible
individuals resulting from a referral to a non-triba
provider from a tribal provider would be covered under the
new policy (provided certain conditions were net).

Representative Gara asked for verification the coverage
woul d be 100 percent and had previously been paid by the
st at e.

M. Sherwood replied in the affirmative. He specified the
services typically would have been matched at 50 percent
f ederal .

Representative Gara surmsed the federal coverage had
increased from 50 to 100 percent. M. Sherwood replied in
the affirmative.

Co-Chair Neuman pointed to page 2 of the DHSS sunmary
docunent. He asked if the text shown in red represented a
decrenent or savings to the state. He asked if the $33
mllion in FY 17 was a decrenent or an expected savings.

M. Sherwood answered that the nunber represented savings
to the state. He detailed the $33 nillion represented a
decrease in the departnent's budget.

Co- Chair Thonpson asked if the savings went to the state's
Undesi gnated General Fund (UGF). M. Sherwood answered in
the affirmative,.

Co-Chair Neunman asked for clarification that the nunbers
[shown in red] represented expected UG savings to the
state. M. Sherwood answered in the affirmative. The red
nunbers shown in parenthesis represented savings to the
state. He noted sone of the itens in the early years had an
initial startup cost.

2:25:40 PM
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M. Sherwood addressed OVB Conponent Nunmber 2671 related to
the Division of Al aska Pioneer Honmes dated 3/17/16. Section
35 of the legislation required Pioneer Honme residents to
provide proof of application to Medicaid in the decision
letter regarding their Medicaid application in order to
receive paynent assistance. Wth the proposed change in
law, the division estimated it would increase Medicaid
revenues shown as interagency receipts and decrease G-
expenditures by slightly over $1 mllion per vyear. The
switch showed as a fund source change, but not as a change
in expenditures. He el aborated there would be a switch from
GF to interagency receipts in the anpbunt of $1,066, 700
annual | y.

Vice-Chair Saddler for verification that |evel-3 [Pioneer
Hone] residents required the lowest |evel of care. M.
Sherwood responded that |evel-3 was the highest and nost
i ntensive |level of care.

Vi ce-Chair Saddl er believed nore people were noving towards
the need for level-3 care. He observed the fiscal note
showed the sane dollar amount over nultiple years. He asked
if there was an expectation of nore Mdicaid coverage over
time as nore people progressed to |evel-3.

M. Sherwood deferred the question to a col |l eague.

VI CKY W LSON, DI RECTOR, DIVISION OF PIONEER HOMVES,
DEPARTMENT OF HEALTH AND SOCI AL SERVICES, replied that the
di vision expected there would be increases in the level-3
residents, but the division did not feel it could nake an
accurate calculation. She detailed the nunbers had held
pretty steady throughout the years, although there had been
increases and decreases from year-to-year; it had been
difficult to nmake a projection.

2:28:49 PM

M. Sherwood addressed OVB Conponent Nunber 2665 related to
the Division of Behavioral Health dated 3/17/16. He rel ayed
that the bill called on DHSS to coordinate with AVHTA to
manage a conprehensive and integrated behavioral health
system The departnent would plan and inplenment significant
behavioral health reforms and would apply for an 1115
wai ver as part of the process. As a result of the changes
made to the behavioral health systens, together with the
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anticipated use of an admnistrative services organization
to perform many of the functions required for the 1115
wai ver, the division expected to be able to reduce staff
beginning in FY 18. He continued that staff would be
reduced by two in FY 18 and four in subsequent years, which
produced a reduction of $226,700 in FY 18 and $453,400 in
FY 19 going forward (half of the reduction was in GF).

Representative WIson remarked that page 2 of the fisca
note addressed how savings would be realized in the
Department of Corrections (DOC), Departnment of Public
Safety (DPS), the Alaska Court System and the Ofice of
Children's Services (OCS). She asked for detail.

M. Sherwood thought the savings being referred to were the
benefits accrued to the state as a result of reformng the
behavi oral health system and the inplenentation of the 1115
denonstration waiver for behavioral health. The actual
reductions in the fiscal note only related to the
behavi or al health adm nistration. He referred to his
earlier testinmony that DHSS did not feel it could predict
or specify savings the state would achieve in the other
areas as a result of the inprovenents.

2: 30: 56 PM

Representative WIlson clarified that her question pertained
to how the reductions would affect the agencies the fisca
note | anguage referred to. She cited OCS as an exanple. She
believed nost of the OCS famlies were in the Medicaid
system and nost services received were delegated by OCS.
She surmsed the famlies were directed where to go for
service. She wondered how the wai ver changed the system and
produced any savi ngs.

KAREN FORREST, DEPUTY COW SSI ONER, DEPARTMENT OF HEALTH
AND SOCI AL SERVICES, answered that the departnment was
| ooking forward to expanding access to nental health
counseling and substance abuse treatnent services across
the state. As the ability for Al askans to access the
servi ces expanded, the departnent anticipated it would have
a significant inpact on other sectors of the state's
comunities. For exanple, particularly for parents dealing
wi th substance abuse issues through OCS and working to get
into treatnent to nmeet requirenents in order to keep their
children at honme. The nore the state was able to expand
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access and have a robust continuum of care for Al askans it
woul d i npact other service sectors across the state.

Representative W/l son asked for data pertaining to how | ong
parents were waiting to access services required in order
to get their children back from state custody. She |isted
servi ces such as counseling, drug treatnent, and other.

Ms. Forrest thought the requested data would be very
hel pful and she | ooked forward to working with OCS and the
Division of Behavioral Health in order to see if the
i nformati on was sonet hing that coul d be gat hered.

Co- Chair Thonpson asked if M. Forrest could provide the
data to his office for distribution to the commttee. M.
Forrest answered in the affirmative.

2:33: 09 PM

Co-Chair Neuman referred to page 2 of the fiscal note,
which included |anguage about the addition of a new

subsection in Section 30 of the bill requiring the
department to seek 1115 denonstration waivers from the
federal governnent, Centers for Medicare and Medicaid

Services (CVM5). He asked if it required the departnent to
seek the waivers or to obtain them He wondered what woul d
happen if the waivers were or were not obtained.

Ms. Forrest explained the bill required DHSS to seek the
wai ver, which was a negotiation wth CMS. The departnent
woul d have to neet certain criteria in order to have its
application approved and DHSS was dedicated and willing to
do the work in order to reach sone agreenment. She felt
strongly based on consultation DHSS had received that it
would put forward a strong application. The departnent
recogni zed the behavioral health system needed reform and
that doing so through the waiver with |egislative support
was very inportant.

Co- Chair Neurman asked about the criteria that M. Forrest
menti oned. Ms. Forrest answered that one of the inportant
things DHSS had to neet was budget neutrality. As the
department |ooked to nore innovative ways of serving the
behavi oral health population, the federal governnent did
not want the departnment to spend nore than the federal
government was already spending. Additionally, it was
necessary to create an efficient and effective health care
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system For exanple, DHSS would have to denobnstrate health
outcones. There was a whole host of requirenents the
departnment would have to neet, but essentially DHSS had to
prove it was increasing access, inproving the quality, and
i mprovi ng heal th out cones.

2:35:28 PM

Co-Chair Neuman understood DHSS had to neet budget
neutrality. He did not know if federal funds had to neet
state funds if acquired or if DHSS had to neet certain
budget goals within a plan established by the departnent.
He wondered if it was possible that it would cost the state
nore noney in the future if the goals were not net.

Ms. Forrest answered in the negative. Through budget
neutrality DHSS had to provide extensive information five
years back and projections five years forward, which would
receive significant analysis by DHSS and CVM5. In terns of
state funding, DHSS understood its budget would not be
increasing and that the state was noving nore towards a
Medi cai d- based system versus a grant-based system

Co-Chair Neuman wanted to learn nore about what 1115
denonstration waivers were. He understood they related to
| HS conponents, but did not know what they were for
behavi oral health and how nmuch they cover. He was uncertain
about what the state was stepping into.

Ms. Forrest answered that sonme of the policy decisions
woul d be made through the negotiations as the departnent
| ooked at the costs going forward. She would provide
further information about the 1115 waiver to Co-Chair
Neuman's offi ce.

Vice-Chair Saddler referred to $291,000 in MTAAR [ Mental
Health Trust Authority Authorized Receipts] noney for each
of the three years. He referenced a budget sheet in
commttee packets provided by AVHTA titled "Alaska Mental
Health Trust Authority Medicaid Reform Inplenentation
Support" dated 3/16/16 (copy on file) and observed the
MHTAAR funds requested were $308,300 [for health care
services staffing needs]. He asked about the difference.

M. Sherwood asked for clarification.
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Vice-Chair Saddler pointed to $291,000 under fund source
MHTAAR for FY 17 through FY 19. He realized he was | ooking
at a different fiscal note and withdrew his question.

M. Sherwood noved on to fiscal note OVB Conponent Nunber
242 for the Division of Health Care Services. The nedica

assistance admnistration section included nmany of the
adm nistrative and support conponents for the Medicaid
program He detailed many parts of the bill inpacted the
section including fraud and abuse prevention, primary care
case managenent, health hones, energency room reduction
project, and the coordinated <care denonstration. The
| argest portion of the fiscal note was for personal

services and two positions would be added to work on the
primary care case nmanhagenent in nanaged care sections of
the bill (i.e. health hones, telenedicine sections, the
energency room denonstration projects) - those positions
woul d be 50 percent federally funded. In FY 17 through FY
19 the state match would come from AVHTA and for FY 20 and
beyond the match would be G-, it would be the point at
whi ch the prograns would all be denonstrating savings. The
departnment also proposed adding four long-term non-
permanent positions for FY 17 through FY 19 with state
mat ch provided by AMHTA to assist with the startup of the
behavioral health related system changes to the MMS to
handle the increased workload related to fraud and abuse
provisions and to work on the hospital energency room
denonstration

M. Sherwood continued to address fiscal note OVB Conponent
Nunmber 242. The services line had been increased by $75, 000
per year to accommobdate the higher appeal volune associated
with the fraud and abuse provisions, which wuld be
included in funds going to the Ofice of Admnistrative
Hearings. The fiscal note totaled $697,600 in FY 17,
$679,900 in FY 18 and FY 19, and $316,200 in FY 20 through
FY 22. There was mnimal G- cost in FY 17 through FY 19 due
to the contribution from AVHTA; the cost would be $57, 700
the first year and $48,900 in FY 18 and FY 19. Beginning in
FY 20 the GF cost was 50 percent or $158, 100 per year.

2:42: 17 PM

Vice-Chair Saddler pointed to a reference that provisions
in the bill would authorize DHSS to assess interest and
penalties on overpaynents (page 2, paragraph 1 of the
fiscal note). He asked about anticipated revenue from
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interest and penalties on overpaynents. He assunmed the
| anguage neant overpaynents to a provider.

M. Sherwod answered in the affirnmative. He asked for
verification Vice-Chair Saddler was interested in the
anount that would be recovered.

Vi ce-Chair Saddler explained he did not know if it would
cost the state much in foregone penalties or interest if
the bill included sone provision to give forgiveness to
providers for disclosing an overpaynent and repaying the
anount within 60 days.

M. Sherwood answered he could address the information on
recoveries associated with the provisions in the health
care Medicaid services fiscal note later in the neeting.

Representative W/ son asked for verification that the DHSS
coul d seize property from nedi cal assistance providers.

M. Sherwood answered that under the bill DHSS would have
the authority to seize assets of a provider (in order to
protect the state from the provider dispersing the assets
prior to fully adjudicating the case) after going to court
and establishing a credible case of fraud.

Representative WIson asked for wverification that the
authority pertained to civil cases. M. Sherwood answered
that he would have to review the statute. He detailed the
authority applied to crimnal cases, but he was uncertain
it applied to civil cases.

Co- Chair Thonpson interjected he was getting an indication
froman attorney in the audience that the authority did not
apply to civil cases.

M. Sherwood agreed that a state attorney in the room had
confirmed the authority only applied to crimnal cases.

Representative WIson thought the |anguage on the second
page of the fiscal note "...inpose civil fines, and seize
property of nedical assistance providers..." was confusing.
She thought the information would have been in a DOL fiscal
note. She was surprised DHSS would be the departnent
responsi ble for taking the cases to court.
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M. Sherwood apologized for the confusion. He clarified
that the lead-in Ianguage was generally covering the
provisions of the bill addressing fraud and abuse and did
not necessarily nmean to inply there would be an explicit
expense in the current fiscal note for each of those
activities.

2:45: 59 PM

Co-Chair Neunman referred back to a presentation from the
Menges Goup [heard in the 3/29/16 norning neeting and
titled "Medicaid Reform Options" dated March 29, 2016 (copy
on file)]. He nentioned the report was full of acronyns and
noted primary case mnanagenent was not recomrended in the
Menges Group presentation. However, he pointed to |anguage
on page 2 of the fiscal note "Section 29, pp. 28-29, direct
the departnent to inplenent the Primary Care Case
Managenent system.." He  thought the Menges G oup
recomended agai nst the Medi cai d case nmanagenent.

M. Sherwood replied that the Menges Goup was not
recommendi ng broad-based inplenentation of primary care
case managenent to the total Medicaid population. The bil
required the departnent to target certain individuals
including individuals wth higher hospitalization, which
was very simlar if not identical to the Mnges G oup
recommendation to | ook at doing care managenent for people
with a high volune of hospitalizations. He believed it was
a case of semantics - primary care case managenment could be
done broadly or in a nore targeted way. The bill was
possibly not as targeted as the Menges G oup reconmended
but not as broad-based as what it had reconmended agai nst.

Co-Chair Neuman replied that was what he thought, but he
did not believe it was what the cormmittee had been hearing.
He remarked that the Menges G oup had heard concerns about
the issue, but the fiscal note specified the departnent
woul d go ahead with the work. He wondered about the purpose
of hiring consultants if the state did not do as they
recommended. He asked for the difference between the Menges
Group report recomendati ons conpared to the information in
the DHSS fiscal note. He requested the specific |ocation
the i ssue was addressed in the Menges Group report.

M. Sherwood would follow up with the expl anati on.

2:49: 00 PM

House Fi nance Conmmittee 23 03/29/16 1:34 P. M



M. Sherwood spoke to the fiscal note OVB Conponent Numnber
2696 related for the DHSS Ofice of Rate Review. The Ofice
of Rate Review was responsible for setting nost of the
Medicaid rates; Sections 28, 30, and 31 of the legislation
all contain provisions that would require paynent reform or
i nnovati ve paynent methods. Under Section 30 the departnent
would need to apply for an 1115 denonstration waiver
focused on innovative paynent nodels. The departnent
assunmed it would issue a one-tine contract for $500,000 in
FY 17 to analyze and inplenent the paynent nodels and a
continuing $100,000 <contract in subsequent years for
ongoi ng actuarial work updating and maintaining the rates.
Section 31 of the bill required an annual actuary report on
t he coordi nati ng care denonstrati on proj ects. The
departnment had increased the ongoing actuarial contract by
$100,000 to reflect the additional work; therefore, the
conmbined cost of ongoing actuarial services would be
$200, 000 per year from FY 18 going forward. The costs would
be $500,000 in the first year and $200,000 in subsequent
years, which would be nade up of split 50/50 between
federal funds and Gr.

Vice-Chair Saddler referred to the |ast paragraph on page 2
of the fiscal note related to contracting with a third-
party actuary to review the denonstration projects. He
asked about the thought process that determined nostly
separate people on the project review commttee and having
the actuary reconmend the program description. He wondered
if there was any continuity between the two review bodi es.

M. Sherwood believed the purpose of the actuary was to do
t he independent evaluation. He detailed when a change such
as the one under discussion was inplenmented it was conpared
to a baseline to determne its effectiveness, which
typically involved an actuarial assessnment. The idea was
the process would inform DHSS and the |egislature about how
effective the denonstrations were.

Vi ce-Chair Saddler surmsed the policy work would be done
when the denobnstration projects were designed and the
actuary would look at the nunbers to see how well it
wor ked. He believed the actuary would be required to accept
the policy assunptions that had already been made and woul d
make tweaks to the finances. He asked if his statenment was
accur at e.
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M. Sherwood replied that he was uncertain about how the
actuary woul d approach the process. He agreed the actuary
woul d not be expected to speculate on an alternative design
in terms of evaluating the project as it was inplenmented
and as the data becane available to determ ne whether it
was achieving its intended outcones.

2:53: 26 PM

M. Sherwood spoke to the fiscal note OVB Conponent Nunber
237 related to fraud investigation by the Division of
Public Assistance pertaining to Sections 24 and 31 of the
| egi slation. Under Section 24 the division would need to
contract with a third-party to provide a conputerized
system of incone asset and identity verification to deter
and avoid fraud in Public Assistance benefits. The system
woul d have to be cost-effective and save nore than it cost.
There was a startup cost of $650,000 in FY 17, which
i ncluded $250,000 to make changes to the AR ES [Al aska's
Resource for Integrated Eligibility Services] system to
enable integration with the new systemin the current work
processes; and $400,000 for associated inplenmentation costs
such as docunentation, user acceptance, testing, training,
and support. The work was alnpbst all state funded. He
furthered that savings were expected beginning in FY 18 as
certain aspects duplicated, sonewhat different, but simlar
verification systens already built into the AR ES system
and paid for by the federal governnent. He el aborated the
division estinmated it would have the ability to reduce its
fraud investigation staff by one half of a position by
deterring and identifying fraud upfront before there was an
i ndi vi dual receiving benefits; potentially fraudul ent
applicants would be screened out - as a result the nunber
of investigations would decline. The departnent anticipated
a $46, 000 reduction in personal services beginning in FY 18
conposed of 50/50 federal funds and state G-.

M. Sherwood relayed that Section 31 of the bill required
DHSS to refer Medicaid recipients to community resources

the Departnent of Labor and Wbrkforce Devel opnent (DLWD),
and universities for education and career opportunities.
The departnent expected the requirenment to have a one-tine
expense of $30,000 in FY 17 to create notices within the
eligibility systemto support the referrals, which would be
funded 75 percent with federal funds and 25 percent state
G-
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Representative Wl son asked if it was the sane program DHSS
could use for [energency room (ER)] super-utilizers to
determ ne the nunber of tinmes they visit the ER

M. Sherwood replied in the negative. He explained that it
was a different system that |ooked at a variety of private
dat abases, which would give the departnent additional
i nformati on about whether a person was residing in another
state, shielding assets, or having unidentifiable sources
of incone, when naking eligibility determnations for
Medi caid and ot her assi stance prograns.

Representative WIson believed the system was capable of

providing many different pi eces of i nformation. She
wondered why the program could not Kkeep track of super-
utilizers and prescription billing. She noted prescriptions

were all billed to Medicaid

M. Sherwood answered that he was not famliar wth the
capabilities of the systens in terns of tracking nedical

expenses. He elaborated it was not the departnent's
understanding that tracking nedical expenses was the bill

sponsor's intent; therefore DHSS had not |ooked into the
i ssue. The  depart nent could search for addi ti onal

information about the ability to do sone of those things;

DHSS had other systenms that integrated its health care
spending information and it may not be cost-effective to
try to incorporate health care spending information from
anot her system into the system focused on individuals'

financial eligibility.

Representative WIlson recalled when the system had been
introduced, the legislature had been told how amazing it
woul d be and all of the things it could do. She reasoned it
made sense to determ ne whether the existing system could
do nmuch of the work before considering spending even nore
noney. She thought it nmay save nobney versus costing nore.

2:58: 43 PM

Representative Gattis requested a side-by-side conparison
of the systens and databases conpiled in the bill to
deternm ne where there may cross over.

M. Sherwood addressed fiscal note QB Conponent Nunber

2663 related to the Division of Senior and Disability
Services. Section 30 of the bill required the departnment to
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apply for 1915(i) and 1915(k) options, which would increase
the federal funds received to provide hone and community-
based services. The Division of Senior and Disabilities
Services anticipated inplenenting a new assessnent tool for
use in its existing waivers and for the 1915(i) and 1915(k)
options. The departnent anticipated the need to add
positions to plan, develop, and nanage the two options; it
woul d add one pernmanent position in FY 17 to begin the work
and two additional positions in FY 18 as the options began.
The departnment believed it was inportant to get the design
and inplementation of the options right; while they
generate considerable G- savings it was paranount for the
departnment to ensure eligibility requirenments and service
limts were well designed and strictly enforced in order to
achi eve savings. Additionally, AWHTA had agreed to fund the
state's share of four non-permanent positions in FY 17
through FY 19 to assist in developing the data
capabilities, provider certification, quality assurance,
and policy developnment around the efforts. He continued
that in addition to the position costs there would be costs
associated with nodifying the automated services plan (the
di vi sion' s managenent informati on system

M. Sherwood relayed the departnent estinmated a cost of
$550, 000 to be spread out over the first three years, which
would be 90 percent federal funded (reflected in the
services |line of the fiscal note). In FY 18 and FY 19 the
services line included costs totaling $346,900 for
assessing individuals for the 1915(i) option. He el aborated
the individuals would be comng from grant prograns to the
new Medicaid option and did not currently receive that
| evel of assessnent; the costs were one-half GF. The cost
of inplenmenting a new assessnent tool would be $2,575,000
(50 percent would be paid with federal funds and 50 percent
would be paid by AWMHTA). The total FY 17 costs were
$3, 157,500, but only $71,100 would be G-. The FY 18 cost
was $1,034,900 wth about $297,000 GF. He rel ayed
expenditures would continue to fall - <costs in FY 20
t hrough FY 22 woul d be $343,200 annually wth about 171, 600
in G

Co- Chair Neuman asked for the OVB Conponent Nunber of the
fiscal note under discussion. M. Sherwood answered that he
was referring to OVB conponent 2663.

3:03:29 PM
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Vi ce-Chair Saddler |ooked at the $146,800 MHTAAR funds for
FY 19 conpared to $213,000 at the top of page 3 on the
docunent provided by the AVHTA ["Al aska Mental Health Trust
Aut hority Medicaid Reform Inplenmentation Support" dated
March 16, 2016 (copy on file)]. He asked about the
di screpancy between the nunbers.

JEFF JESSEE, CH EF EXECUTI VE OFFI CER, ALASKA MENTAL HEALTH
TRUST AUTHORITY, answered he would have to confirm the
information wth the departnment. He relayed when the
overal |l package had been negotiated they had been working
with estimates for sone of the costs, which was the data he
had taken to the AMHTA board on the 19th [of March]. There
had not been anple tine for DHSS to fine tune the nunbers;
therefore, the actual nunbers were conming in slightly under
those approved by the trust. He relayed the additional
funds would be restricted and deposited back into the
trust.

Representative Gara referred to the three annual AMHTA
contributions of $2.15 mllion in the first year, which
increased to approximately $3 million in the third year. He
did not want to see noney shuffled around to serve one
group of people but not another. He asked if the
contributions would displace services for any other trust
beneficiaries. He reasoned there was a finite amount of
noney com ng out of the trust.

M. Jessee requested to defer the question until after the
conpletion of the fiscal notes. He planned to provide an
overall vision of the trust's philosophy later in the
nmeet i ng.

3:06: 32 PM

M. Sherwood spoke to OVB conponent 2875 related to genera
relief/tenporary assisted living. The fiscal note was the
first of three consecutive notes reflecting the reduction
of 100 percent G- funding honme and conmunity-based services
as a result of the inplenentation of the 1915(i) option in
Section 30 of the legislation. The expenditures would be
offset in a later Medicaid fiscal note where the expense
woul d be 50 percent G- and 50 percent federal. The current
note was for general relief/tenporary assisted |Iliving
program which paid for assisted living honecare for
vul nerabl e adults who did not qualify for Medicaid honme and
conmmuni ty-based waivered services. Wth the inplenmentation
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of the 1915(i), Medicaid would be able to pay for a
substantial anount of the services covered under the
program Beginning in FY 19 the program would be reduced by
alnmost $4.7 mllion GF annually.

Co-Chair Neuman observed sone of the fiscal notes did not
i nclude noney for travel (e.g. OvVB Conponent Nunbers 2875
and 2663). He read fromthe |ast sentence on page 2 of the
current fiscal note "changes to the State Plan and
regul ations are required to inplement the new option and
would involve extensive public coment.” He remarked
generally when things involved significant public coment
it cost the state noney. He wondered about the cost.

M. Jessee replied that when he addressed the AMHTA package
later in the neeting it would show the trust had agreed in
a nunber of instances to fund the public process; it would
be nore efficient and cost-effective for the trust to do
of f budget.

M. Sherwood addressed OVB Conponent Number 2787 for senior
community based grants, the second of three simlar notes
showi ng reductions to a 100 percent G- program as a result
of adding the 1915(i) option under Section 30 of the bill
The senior grants paid for adult daycare, in-home services,
and other, which could be covered by the 1915(i) option for
Medicaid eligible individuals. Beginning in FY 19 the
grants would be reduced by $735,200 GF per year to reflect
a certain nunber of individuals would receive the services
t hrough the 1915(i) option.

3:10: 09 PM

Co-Chair Neuman referred to language in the second
par agraph on page 2 of the fiscal note: "Section 28, p. 25
lines 27-29 charge the Departnment with 'reducing the cost
of ...senior and disabilities services provi ded to
reci pients of medical assistance under the state's hone and

communi ty-based services waiver.'" He asked what would
happen if the other waivers were not received and the
departnment was still directed to reduce costs. He asked

about the backup plan if things did not work as
anti ci pat ed.

M. Sherwood answered that the departnent did not see a

substantial barrier to getting the 1915(i) option approved;
however, if a barrier was encountered the departnent would
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have to look at different ways to control utilization
within the program |In absence of the ability to use the
tools in the bill, the natural way to reduce cost would be
to look at controlling utilization as much as possible to
get the optimal benefit for the services the state was
paying for. He noted the division director was avail able
for further detail.

Co-Chair Neunman expressed consternation that the bill
requi red cost reductions in senior disability services, but
t he departnment did not know which services would be reduced
or by how nuch.

M. Sherwood addressed OvVB Conponent Nunber 309 related to
community devel opnental disabilities grants, the |ast of
three simlar notes show ng reductions to a 100 percent GF
program as a result of adding the 1915(i) option under
Section 30 of the bill. The grants provided hone and
comuni ty-based services to support individuals wth
devel opmental disabilities. The departnent projected it
would begin the 1915(i) option for the group md-way
through FY 18 and would reduce grants annually by
$11,635,800 G- in FY 19 through FY 22; the reduction would
be $5,817,900 G- in FY 18. The comunity devel opnental
disabilities grants were the |argest grant program that
woul d be refinanced by the 1915(i) option. He detailed in
terms of priority, due to the large size, the departnent
had been advised to not do all of the work at one tine.
They had selected services that would provide the nost
savings to start on January 1 of FY 18.

3:14:10 PM

Vi ce-Chair Saddl er recalled the legislature's budget
included a 5 percent reduction to the grant line. He asked
for verification the funding assumed FY 17 as a baseline;
it would be a replacenent of state noney with waiver noney
at the same | evel of service.

M. Sherwood believed so. He detailed the funds would be to
replace the G- in the grant line with the federal and GF in
t he Medi caid option.

Representative WIlson noted in reference to the last three

fiscal notes, the waivers were tenporary for a period of
five years wth the possibility of renewal. She for
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verification that after the five-year period the issue
woul d cone before the | egislature for approval of G-

M. Sherwood replied that the options did not have a
specific tinme limt. He detailed that with the 1915(i)
option if benefits were targeted to specific groups it
required re-approval of the targeting every five years. As
optional services they were not subject to the routine
renewal the way a wai ver woul d be.

Representative Minoz asked if the change would result in
the sane |evel or expanded services for the specific user
popul ati on.

M. Sherwood replied that it was the departnment's goal to
provide the sanme |evel of service to the sane individuals
currently receiving service, but through a different
nmechani sm

3:16: 23 PM

M. Sherwood addressed OVB Conponent Nunmber 317 for the
Comm ssioner's Ofice. Section 40 of the legislation
directed DHSS to conduct feasibility studies on privatizing
the Al aska Pioneer Hones, certain Dvision of Juvenile
Justice facilities, and the Al aska Psychiatric Institute
(API'). To conduct the three studies, the departnent
estimated a cost of $735,000 G in FY 17. Section 38
required the departnent to inplenent the new federal policy
on tribal Medicaid reinbursenment. The fiscal note included
the creation of a new tribal federal Iiaison section to
aggressively nove forward to inplenment the policy in order
to maximze the enhanced federal claimng in the mninm
anmount of tinme. The section would be responsible for

working wth  CM5, tribal provi ders, and non-tri bal
providers on the devel opnent of i npl enentation  of
referrals, care plans, and clainmng for services provided
to tribal menber s by non-tri bal provi ders. Once

i npl enented, the section would also provide oversight to
the processes to ensure the departnment continued to neet
the requirenments for claimng the enhanced funds. The work
i ncluded four positions at an annual cost of $579,400 (50
percent federal funds and 50 percent GF). He noted the
positions were also included in the House and Senate
budget s.

House Fi nance Conmmittee 31 03/29/16 1:34 P. M



Vi ce-Chair Saddl er believed the cost of the positions were
accounted for in the operating budget and in the bill. He
asked if there was doubl e di pping.

M. Sherwood answered that the addition had been included
as a result of discussions wth the Senate Finance
Commttee. The anmount was not included in the governor's
budget; therefore, it had not seemed appropriate to include
the ampunt in the "included in governor's FY2017 request"”
colum on the fiscal note. The departnent wanted the
expenditure to be recognized as part of the package. He
el aborated the departnent appreciated and had tried to
identify there was potential dupl i cati on, whi ch  was
sonething that needed to be watched in the final budget
process to ensure there was no double dipping and that
reductions were not taken twice in the service category
(those savings were shown in both |ocations as well).

Vi ce-Chair Saddl er pointed to the first paragraph on page 2
of the fiscal note related to Section 40 of the |egislation
asking DHSS to conduct a study analyzing select facilities
of the Division of Juvenile Justice for privatization. He
wondered if the language was referring to any particular
facilities.

M. Sherwood answered the departnment understood the issue
to be its call. He believed there were sone |ogical choices
to look at in ternms of utilization and support. He deferred
the question to Ms. Forrest for further detail.

Ms. Forrest echoed M. Sherwood's response. She stated that
the language left the issue to DHSS to decide how to
procure for the feasibility study. There were eight
juvenile facilities: four were conbined treatnent and
detention facilities and the remaining four were snaller
and located in rural areas. She detailed it wuld be
necessary to | ook at balancing the needs between rural and
urban as well as at the utilization nunbers.

3:21: 08 PM

Representative Minoz thought the departnent had solicited
for letters of interest regarding privatization nmanagenent
of the Al aska Pioneer Honmes. She asked for detail.

M. Sherwood replied that DHSS had initiated a request for
letters of interest regarding assunption of sone or all of
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the responsibilities of operating the Pioneers Hones and
had received four responses. One of the responders had been
| ooking at very limted nmanagenent, one was interested
primarily in one of the honmes and potentially other hones,
and two were entities from out-of-state operating assisted
living facilities in other places. He detailed none of the
responders was wlling to take on the responsibility
Wi t hout substantial continued support from the state. There
was sonme interest, but he believed there was probably not
interest in assumng as nuch responsibility as some people
may envision or the interest had not been seen as of yet.
He continued the hones operated with a substantial state
subsidy and included provisions ensuring people's ability
to pay did not keep them from receiving services in the
home. As of yet, no one was willing to step up to offer to
t ake over that responsibility.

Representative Gara spoke to Section 40 of the bill that
requiring studies on many state facilities. He provided a
scenario where the state wanted to privatize the
facilities. In that scenario, he wondered why the state
woul d spend noney on a study. He asked why the state would
not nerely invite prospective entities to provide
information on what they were willing to do.

M. Sherwood answered that conducting a feasibility study
was a requirement in the departnment's current bargaining
agr eenent s.

Representati ve Gara asked why the departnent woul d not just
wait to see if an entity was interested prior to conducting
a study. He wondered why the state should spend the noney
on a study before knowi ng whether it was needed.

M. Sherwood answered that one of the challenges, which
DHSS had experienced with the letters of interest, in order
to get dowmn to the detail required it neant asking people
to invest significant noney upfront to do the analysis and
prepare a proposal of what it would look like for the
entity to take over. He specified if the state was not
certain it would pass the feasibility test, there may not
be the interest from people and the wllingness to invest
if the feasibility study had not yet been conducted.

3:25:17 PM

House Fi nance Conmmittee 33 03/29/16 1:34 P. M



Representative Gara remarked that privatization had been
di scussed nunerous tinmes and recalled that the former Palin
Adm ni stration had considered the issue. He asked if the
state had spent nopney on feasibility studies on privatizing
t he Pioneer Honme in the past.

M. Sherwood answered that he was not aware of an instance
where the state had spent noney on a study related to
privatization in the past.

Representative Gara asked what efforts had been nade to
| ook at privatizing the Pioneer Hones when the issue had
ari sen under the Palin Adm nistration.

M. Sherwood replied in the negative. He relayed the
departnment would follow up on the question

Representative Gara remarked that Representative Minoz
spent tinme at the Juneau Pioneer Hone and other |egislators
with homes in their districts also spent tine in the
facilities. He stressed the idea of privatization caused
significant angst for the residents in the hones. He
believed it caused substantial nervousness every tine the
i ssue arose, which was frequent. He was concerned about the
provi si on.

Co- Chair Thonmpson comented that the overall budget had
caused consternation across the entire state in areas such
as Departnent of Transportation and Public Facilities,
University, and the Departnent of Education and Early
Devel opnent. He understood Representative Gara's comments.

M. Sherwood addressed fiscal note OVB Conponent Nunber
2660. The fiscal note was the first of three consecutive
notes related to Medicaid services. The current note
applied to behavioral health and reflected tw different
parts of the legislation. First, it applied to Sections 28
and 30 to manage a conprehensive integrated behavioral
health program and to do an 1115 denonstration project.
Second, the provision in Section 38 of the bill, which
would inplenment the new federal policy on 100 percent
federal claimng on tribal services. There were several
different types of expenses related to the behavioral
health redesign and 1115 waivers. He detailed there were
increases to the grants and benefits line to reflect the
increase in Medicaid expenditures related to filling the
gaps in the state's behavioral health system and eventual ly
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covering larger substance abuse treatnment facilities under
the 1115 waivers. The note included a blended match rate
for different Medicaid popul ati ons whose federal match rate
vari ed between 50 and 100 percent. The waiver would begin
in FY 18 and grow over tine. There were increases to the
service line in FY 18 to reflect the cost of paying an
adm ni strative services organization to devel op and manage
a network of providers; manage utilization; noni t or
outcones; and audit for fraud, waste, and abuse. The
state's share was paid by the AWMHTA through FY 19;
subsequent to FY 19 the cost would be 50 percent federa
and 50 percent state G-. There was a two-year cost in FY 17
and FY 18 for consulting contracts in the services line, to
assist DHSS in designing and inplenenting the nanaged
behavi oral health care system and devel oping the waivers.
There was also a contract in FY 17 and FY 18 to develop a
prospective paynment system for certified communi ty
behavi oral health centers - the state's share would be paid
by ANHTA.

M. Sherwood pointed out the expenses were all sumarized
in a table on page 3 of the fiscal note. The note reflected
a capital need of $2,348,000 for one-time MM S changes (90
percent federal/10 percent AMHTA). The fiscal note also
refl ected the change in federal policy around claimng 100
percent federal funds for services provided to triba

beneficiaries. The departnent estimated shifting sone of
the behavioral health services, particularly residential

psychiatric treatnment services to 100 percent claimng from
50 percent federal claimng. Wile the particular change
did not inpact total expenditures, it inpacted fund sources
for behavioral health Medicaid, reducing GF and increasing
federal funds. The table at the bottom of page 3 of the
fiscal note showed the departnent's projections related to
the shift for behavioral health services. The total FY 17
appropriation request was $850,000 with no G-. The note
showed the FY 17 tribal claimng fund shift in the columm
for the governor's request as the portion had already been
included in the governor's budget. In FY 18 the
adm ni strative services organizations and the 1115 waiver
services expenditures would begin showing up in operating
expenditures at alnost $5 million; the expenditures would
be alnost $10 mllion in FY 19, slightly over $14 nmillion
in FY 20, and just over $19 nmillion in FY 21 and FY 22.

M. Sherwood relayed the fund sources for FY 18 and beyond
showed the savings in the tribal claimng nore than offset
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the increase in G- expenditures wuntil FY 20, when GF
expendi tures woul d increase by $396, 000; the G- increase in
FY 21 and FY 22 was about $1.2 mllion. However, as a
result of the 1115 waiver, DHSS expected benefits to accrue
to other divisions within the departnent, the crimnal
justice system the courts, DPS, and DOC. He noted those
benefits were not quantifiable at present.

3:31: 45 PM

Vi ce-Chair Saddler pointed to the first paragraph on page
2. He discussed previous presentations by the Menges G oup
and Heal th Managenent Associates regarding the inability of
other states to require Medicaid recipients to avai

t hensel ves of enploynment assistance as a condition of
receiving Medicaid services. He referenced |anguage in the
fiscal note related to managing an integrated behavioral
heal th program includi ng housing, enploynent, and crimna
justice. He asked if it was appropriate for the bill to
include the guidance for the behavioral services plan to
addr ess enpl oynent .

M. Sherwood answered that the particular reference in the
fiscal note [OVB Conponent Nunber 2660] was related to
supportive services that could help people with behaviora
health issues to either obtain or sustain a program As
opposed to a requirenent for a person to be enployed to
receive services, the language referred to supports
provided to people addressing their behavioral health
issues in order to help them attain or nmaintain their
enpl oynent .

M. Sherwood addressed OVB Conponent Nunmber 2077 related to
health care Medicaid services. He explained that it was the
nost conplex of the fiscal notes. The note included inpacts
from the nunmerous fraud and abuse provisions; the reform
provi si ons i ncl udi ng primary care, heal th hones,
telehealth, health information infrastructure, energency
room project, coordinated care denonstrations; and the
transportation conmponent of +the tribal claimng policy.
Several sections of the bill contained the provider fraud
and abuse provisions including the False Cains Act, the
ability to assess interest on audit recoveries, providers
self-review to identify overpaynents, the authority to
issue civil fines, and the ability to invoke civi

forfeiture against fraudulent providers. The provisions
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resulted in enhanced recoveries and abatenents and were
sumari zed on pages 2 and 3 of the fiscal note.

M. Sherwood relayed Section 28 of the bill provided for
electronic distribution of an explanation of benefits (EOB)
to Medicaid recipients. The departnent intended to use the
My Alaska portal for the electronic distribution. He
detailed there was an initial setup cost of $707,500 in FY
17 and ongoing costs of $93,500 for wuser |license and
mai nt enance fees (50 percent G- and 50 percent federal).
The section also directed DHSS to provide for stakehol der
i nvol venent in setting annual targets for quality and cost-
effectiveness. The departnent estimated an annual cost of
$5,000 for consultant services to facilitate neetings and
conpile a report; the cost would be funded by AVHTA from FY
17 through FY 19. Section 29 directed DHSS to inplenent a
primary care case nmanagenent system He specified DHSS
woul d contract with an adm nistrative services organi zation
(ASO) for a nonthly per-nenber, per-nonth fee beginning in
the second quarter of FY 18.

M. Sherwood communi cated DHSS projected primary care case
managenment woul d reduce many services but would increase
physician services as well as incur fees to the ASO The
net inpact would be a $596,400 reduction in FY 17, which
woul d increase to a reduction exceeding $9.5 million in FY
22. Section 30 directed the department to inplenent the
Health Hones two years later, which would bring a net
savings of $3,430,000. He detailed the program provided
nore intensive care managenent for individuals with chronic
conditions. There would also be startup costs for MM S and
ongoi ng operations. The startup capital costs would be $1
mllion for the primary care case nmanagenent and Health
Homes projects (90 percent federal funds and 10 percent
GF). The ongoi ng operation cost woul d be $65, 000 for each.

M. Sherwood relayed Section 30 directed the departnent to
provide incentives for telehealth including increasing
capabilities for and reinbursenent of telehealth. The
departnent had included a $5,000 contract in the services
line in FY 17 to convene a workgroup and identify the
barriers and potential, which would be paid for by AWVHTA
The departnent projected savings in telehealth beginning in
FY 18 starting at $1.3 million and growing to $13.3 million
in FY 22. Section 31 authorized DHSS to support private
initiatives to reduce ER usage. The departnent's role would
include data sharing support for the PDW, support for
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el ectronic health record sharing, and developnent of a
shared savings nodel. He furthered DHSS anticipated
i npl enenting the shared savings nodel beginning in FY 19.
For the purposes of estimating cost DHSS had assuned one-
time expenses to interface the PDVP and connect pharmacies
with the health information exchange at a cost of $765, 000
in FY 17 (90 percent federal funds and 10 percent GF); it
had also assuned $20,000 in annual operating costs. The
departnment anticipated a one-tine cost of $1 mllion for
MM S changes (90 percent federal funds and 10 percent GF)
and $65, 000 i n annual operating costs.

3:38:25 PM

M. Sherwood continued to address the fiscal note OVB
Conponent Nunber 2077. The departnment expected net savings
to the state (after shared savings wth providers) of
$2, 240, 000 annually. Section 31 authorized DHSS to contract
with one or nore coordinated care projects. The note
reflected DHSS' s assunption the projects would be
inplenented in FY 19 and the expectation of an annual net
savings of $1.5 million G-. There would be startup costs
for technical devel opnent and consulting with $3, 885,000 in
capital costs (90 percent federal funds and 10 percent GF)
and ongoi ng mai ntenance costs reflected in the service line
of $318,000 for provider outreach and support (50 percent
federal funds and 50 percent GF). Section 38 directed DHSS
to inplement the federal policy on Medicaid triba

rei nbursenent. The departnent estinated the health care
Medi caid services conponent would see a shift from G- to
federal funds for travel and anbul ance services; it nerely
a change in fund source and not a change in tota

expendi t ur es. Wth aggr essi ve startup efforts DHSS
estimated it would begin with a $26.7 mllion shift in FY
17, which would eventually grow to $44.2 nillion in FY 21
and FY 22 (illustrated in a table on page 6 of the fisca

not e).

M. Sherwood relayed Section 39 directed DHSS to inplenent
a health information infrastructure plan to support
transformation of the health care system in Al aska. The
department estinmated a one-tine services cost of $5,000 in
FY 17 for a consultant to facilitate nmeetings and conpile a
report of recomrendations to be funded by AMHTA, it also
estimated capital costs of $775,000 (90 percent federal
funds and 10 percent G) to fund requirenents for a
devel opment road map and gap analysis and design and
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engi neering inplenentation plan with phases and achi evenent
goals. The conbined inpact of all of the changes in the
fiscal note was an increase in expenditures in the FY 17
appropriation request of $337,200 with a $20.2 nmillion
reduction in the G- match. The fiscal note also showed the
FY 17 inpacts of the tribal policy change, which were
already included in the governor's proposed budget. There
was a decrease of alnmobst $3.8 million in total expenditures
in FY 18 and a reduction in G- match exceeding $35 mllion.
In FY 19, when nost of the projects would have started,
there was a net reduction of over $16 mllion in total
operating expenditures and a $45 mllion reduction in GF
mat ch; the reduction continued to grow until it exceeded
over $60 million in G- match by FY 22. Conbined capital
costs for all of the projects included in the fiscal note
were $6.9 mllion (90 percent federal funds and 10 percent
Gr) .

3:41: 52 PM

Representative WI son referred to civil forfeiture
recoveries on page 3 of the fiscal note. She remarked the
depart nment had repeatedly stated it was not civil

forfeiture. However, she observed the note showed an annual
recovery from civil forfeiture of $282,500. She wondered
where the noney would cone from She noted DHSS coul d not
currently "do it now "

M. Sherwood answered that the forfeiture essentially
allowed the departnent to protect assets of a provider
while it pursued crimnal cases against them Currently the
state nmay receive judgenents against providers; however,
they had no assets left by the tine the crimnal conviction
occurred. The provision would enable the departnent to
"seize and freeze" or restrict providers' access to their
assets while the case was underway; if the state prevailed
it would recover against any assets. The $282, 500
represented increased recovery by preserving the provider
assets.

Representative WIson asked how the specific $282,500
figure had been derived.

3:44:15 PM

M. Sherwood replied the calculation was described in the
fiscal note based on historic overpaynents and restitution

House Fi nance Conmmittee 39 03/29/16 1:34 P. M



anounts due from providers who nmay be subject to civil
forfeiture. The depart nment esti mat ed t here was
approximately $2.8 mllion annually that would be subject
to the provision, but DHSS estimted only about 10 percent
of the total would be recoverable through civil forfeiture.

Representative WIson asked for wverification that in a
crimnal case there was no way through the crimnal process
to freeze any assets whatsoever and that it had to be done
in the civil process.

M. Sherwood replied the question would be best directed to
an attorney in terns of what aspects fell under crimna
versus civil law. He detailed the provision allowed the
state to preserve the assets prior to a crimnal
conviction. The process was referred to as civil forfeiture
because it cane before the crimnal conviction had been
obt ai ned.

3:46: 05 PM

STACI E KRALY, CH EF ASSI STANT ATTORNEY GENERAL, HUMAN
SERVI CE, DEPARTMENT OF LAW addressed the question by
Representative WIlson. She agreed with M. Sherwood's
response. There was currently no nmechanism to seize
property through a crimnal prosecution; therefore, the
Department of Law (DOL) had asked for the bill to create a
separate process, which would be done through a civil

forfeiture. The provision would enable the state petition
the court and show probable cause that crimnal fraud had
occurred; if the court agreed it would grant authority to
place liens or to seize certain assets identified by the
state. At the end of the proceeding, should an individua

be convicted of the fraud, the state would provide the
court with the anpbunt owed to the state to request
perm ssion to have the assets forfeited to the state to
of fset the crimnal fraud.

3:47:57 PM

Representative WIson asked for verification that currently
the state's crimnal attorneys could not freeze the assets
of individuals. She found it hard to believe.

Ms. Kraly replied there were very I|limted seizure

provi sions under existing state statute. She was nost
famliar wth the statute enabling the state to seek
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seizure and forfeiture of fishing gear in response to fish
and ganme violations. There was broad federal authority for
seizure and forfeiture of assets related to the conm ssion
of a crime for things such as drug arrests; the simlar
authority did not exist in state statute. The provision
provided a very |limted capture of assets for forfeiture
for individuals convicted of Mdicaid fraud. She expl ai ned
that a M. Peterson had convicted a nunber of individuals
for Medicaid fraud, sonme of which were corporations or
busi nesses. She detailed that when the departnent had noved
to recover the hundreds of thousands of dollars it had
identified in fraudulent paynents, all of the assets had
been dissipated - there were no assets renmamining to go
after. She continued the offenders had transferred interest
in their hones, cashed out their bank accounts, sold boats
and RV's and other. The previous DHSS conm ssioner Bill
Streur had been interested in determning a way to nake the
state whole. One of the ways to make the state whole was to
seek seizure and forfeiture in the narrow circunstances
where crimnal Medicaid fraud had been establi shed.

Representative WIson corrected that the individuals had
not yet been convicted. She stated the provision applied to
cases where individuals had not yet been convicted. She
clarified she did not want anyone to commt fraud, but she
believed freezing a person's assets while they waited for
the case to be decided could ruin that person's life. She
referred to fish and gane cases where people had been found
not guilty but had not been able to get their things back.
She stated that the provision could have negative
consequences on providers because the [legal] system was
not as fast as it should be related to crimnal cases. She
was nervous about taking the situation down to a |ower
t hreshol d. She was unconvinced there was not another way of
recoupi ng the state's cost.

3:50: 58 PM

Vice-Chair Saddler asked about interest charged to a
Medi caid provider who may find out they had inadvertently
overpaid and repaid the anpbunt within 60 days (as per the
bill). He asked if someone under the scenario was likely to
be subject to interest and penalti es.

M. Sherwood answered in the negative. He expl ai ned

intention was to start the clock on interest when the state
had come to the conclusion of an audit process (either when

House Fi nance Conmmittee 41 03/29/16 1:34 P. M



the final audit was issued and not disputed or the appea
of an audit had conme to conclusion). The provision was not
intended to address self-reporting of overpaynents when a
timely repaynent was nmade or a repaynent plan was worked
out.

Vi ce-Chair Saddl er asked for verification soneone in the
scenari o was not subject to interest. M. Sherwood agreed.

Vice-Chair Saddl er asked where he would find docunentation
that interest would only begin at the end of an audit. He

noted he was starting on page 7, line 17 of the bill.
M. Sherwood referred to page 23, lines 2 through 7 of the
bill. He relayed that the interest was referring to the

state's audit statute AS 47.05.020. The section addressed
the date interest would start. He read from the section
whi ch governed when the audit would begin: "the date of
i ssuance of the final agency decision is the later of the
departnent's witten notification of the decision and the
provider's appeal rights or if tinely appealed by the
provi der the final agency decision.” Provisions on lines 21
and 22 made clear that the interest in penalties did not
apply to t he section regar di ng self-identified
over paynents.

3:54:25 PM

M. Sherwood spoke to OVB Conmponent Number 2662 related to
the inpact on the senior and disabilities Medicaid services
conponent for the addition of the 1915(i) and 1915(k)
Medicaid options and the inpact of the tribal claimng
policy change. Section 30 of the bill directed DHSS to
apply for the 1915(i) option for hone and conmmunity-based
services and shifted coverage of services from other
prograns with 100 percent G to Medicaid (50 percent
federal funds). The shifts had been outlined in the
previ ous fiscal notes he had discussed. The actual Medicaid
expenditures appeared in the <current fiscal note (50
percent federal and 50 percent GF); the GF increase had
been offset in other fiscal notes. Section 30 also directed
the departnent to inplenent the 1915(k) option for hone and
comuni ty-based services, which would cover personal care
services currently provided to Medicaid 1915(c) waiver
reci pients; however, the 1915(k) services cane wth an
additional 6 percent federal match. He detail ed the federal
match for the services had changed from 50 percent to 56
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percent. The departnent expected the shift to reduce GF
match by slightly over $2.5 million per year in FY 18. The
i npl enentation of the two options would require a capita

cost of $1.2 mllion to make changes to the MMS (90
percent federal and 10 percent GF).

M. Sherwood relayed Section 38 of the bill directed DHSS
to inplenment the new federal policy on tribal claimng,
whi ch woul d shift some nursing home and hone and comrunity-
based services presently clained at 50 percent federal
funds to 100 percent federal funds. |Inplenentation would
begin with nursing honmes in FY 17 and would expand to hone
and communi ty-based waiver services in FY 19. He expl ai ned
the delay was to give a chance for sone of the other
federal changes occurring with the home and conmunity-based
services providers. The shift would grow from $2.9 nillion
in FY 17 to over $42 mllion in FY 22. The conbi ned inpact
of the provisions for FY 17 was a zero dollar change in
operating costs with a $2.9 nillion shift in G- match to
federal funds in the governor's request. The fund source
shifts continued in FY 18 with the addition of the 1915(k)
option; increased spending would begin associated with the
1915(i) option halfway through the year. The expenditure
increase in FY 18 was slightly over $5.6 mllion, but the
net reduction in GF was alnost $4.8 nmillion. In FY 19 and
beyond, when the 1915(i) had been fully inplenmented, annual
expenditures would increase to about $17 mllion, but due
to growth in tribal claimng for long-term care services,
the GF match continued to reduce for the renmining years of
the fiscal note for a net reduction of alnost $17.2 nillion
in FY 19, growing to alnost $36.6 million in FY 22.

3:58: 35 PM

Vi ce-Chair Saddl er referred to a one-tine capital
expenditure of $1.2 mllion for MMS changes on page 3 of
the fiscal note. He asked if the MMS would be ready to
handl e benefits of the reformin the bill.

M. Sherwood replied in the affirmative. He detailed the
changes were not easy and it would be necessary to do them
i n stages.

Co-Chair  Thonpson asked if the MMS was federally
certified. M. Sherwood replied in the negative. He stated
that the departnment was scheduled to have its certification
review in June 2016
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M. Jessee addressed the docunent titled "Al aska Mental
Health Trust Authority Medicaid Reform Inplenentation
Support” (copy on file). He discussed that the AMHTA
trustees had testified early on in the SB 74 process that
they believed Medicaid reform was the nost inportant thing
that had happened to the beneficiaries and the trust since
its creation in 1995. He detailed the current Medicaid
program was unsustai nable and the state's behavioral health
system did not provide conprehensive care in an efficient
and effective rmanner, which left many beneficiaries
unserved. The trustees had signaled early in the process
they intended to step forward and provide sone financial
assistance to the state as the trust had on many other
initiatives over the years (i.e. the trustees had spent
nearly $16 mllion in trust funds over a seven-year period
on the Bring the Kids Hone initiative in order to allow the
| egislature to repurpose well over $30 mllion in G- from
out-of-state progranms into in-state services).

M. Jessee continued that when the trust had begun to | ook
at the developnent of the bill, nuch of the focus had been
on substantive provisions. At the point when fiscal notes
started to be discussed it was clear there were certain
areas that were nore difficult for the Senate Finance
Commttee and presunably the House Finance Conmittee to
fund, given the state's fiscal gap and the different
directives to try to be efficient and effective with state
resources. For exanple, one of the things that cane out
early on were all of the new positions required to do the
work - the non-permanent positions necessary to do the work
or backfill the jobs of people currently at the departnent
so they can use their specialized expertise to get the
t hi ngs underway. The trust understood why it had been the
case - adding state enployees at state expense in the
current environnent was certainly problematic. The trust
had then asked the departnent how it was going to get the
wor k done because failure was not an option. The answer had
been the departnent would work |onger, harder, smarter, and
faster. He stated that the trust believed DHSS already
wor ked fast, smart, hard, and long; therefore, it had not
seened |ike an efficacious strategy. The docunent showed
areas where the trust had stepped forward acknow edging it
was necessary to have people to get the job done.

M. Jessee relayed the trust had stepped forward to help
with travel expenses. He remarked the state was a |ong way
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fromthe places that had al ready acconplished a significant
nunber of the results it was looking for. The trust had
| earned over the years with progranms |ike Housing First and
Bring the Kids Home that doing site visits and taking
groups of individuals to places that had successfully done
the types of things the state was trying to do was very
val uable. Not only because seeing was believing and
connecting with peers with a simlar perspective could be
hel pful, but also because teans would have several days
together to start to gain a common understanding of the
goal. Currently additional state funds for out-of-state
travel was not |ooked upon very favorably, but it was
sonmething the trustees were willing to provide.

M. Jessee relayed there were a nunber of one-tine expenses
the trust would fund that it felt were essential to get
done on time. He pointed out the process of getting the
substantive elements in the bill was what created the
necessary questions including what the state was trying to
acconplish and how fast it needed to work to acconplish the
goals. When the fiscal notes had initially been submtted
they had not anticipated all of the steps required to neet
each of the substantive requirenents in the tinmeline. The
trust had sat down wth Charlie Currie's associate
St ephani e Col ston [Medicaid consultants] and the departnent
to determne exactly what was necessary in each of the
steps in order to get the work done on tinme and where the
resources would cone from

4:05: 33 PM

M. Jessee began on page 1 of the AMHATA docunent. He
relayed itens 1 through 4 were built around the 1115 wai ver
process. Item 1 related to the D vision of Behavioral
Heal th capacity assessnment and devel opnent. The departnent
had di scussed that the division's role would change in FY
17 and FY 18 with an adm nistrative services organi zation -
eventually there may be fewer people at the division. He
furthered there needed to be an assessnent of the
knowl edge, skills, and abilities of current staff conpared
to what the division's job would have to be in the future
and how to get fromhere to there.

Representative Gara noted it was up to other commttee

menbers, but he felt the fiscal notes and MHTAAR portions
had been covered already. He was interested in the overal
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guestion about the ANMHATA approach, but he believed the
comm ttee understood the individual fiscal notes.

M. Jessee explained that the trust investnments were not
included in the fiscal notes. The expenditures represented
addi tional resources AVHTA was maki ng avail abl e outside of
the state budget. He noved to item 2 related to provider
capacity, what they needed to do in the future, and how to
provide technical assistance to providers to ensure they
were ready to inplenent the new system Item 3 related to
the waiver and was represented in the fiscal notes. He
relayed the actuarial analysis was funded in the fiscal
not es.

Vice-Chair Saddler |ooked at item 2 and asked what "CCG
stood for. M. Jessee replied that it was referring to the
Charlie Currie G oup.

M. Jessee addressed item 4: the ASO The trust had stepped
forward to fund travel costs. He referred to the note
addressing travel for three DHSS staff, one AMHTA staff,
and one consultant and remarked the item was flexible and
may not be the precise makeup of the team The funding for
travel acknow edged the need to see sone of the ASGs and
how they operate. Additionally, the trustees had agreed to
pick up the cost of the ASO state match for FY 18 and FY 19
that directly supplanted G- in the fiscal notes. He noved
to item5 on page 2 of the docunent related to primary care
integration. One of the things needed for a waiver was to
denonstrate the state was inplenenting evidence-based
practices which would increase the programis effectiveness.
The item would support pilot prograns to screen brief
intervention referral and treatnent in two hospital ERs. He
detailed many ER visits were a result of substance abuse
(e.g. from driving while intoxicated or other accidents).
He furthered that evidence showed screening and brief
intervention in the ER for the substance abuse issues was
an effective strategy to reduce drinking and subsequent ER
visits. Additionally, AMHTA wuld fund a standardized
screening and assessnment instrunent in three federally
gqualified health centers and behavioral health centers. He
spoke to the need to begin standardizing assessnent
i nstruments, which the trust would fund off budget.

4:09:51 PM
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M. Jessee addressed item 6 related to funds for a
prospective paynent pilot with a substance abuse or a
substance abuse and nental health provider. Item 7 related
to funding for data. He discussed the need to hook
providers up to the health information exchange. Initially,
the thought had been rather than ask for the noney in a
fiscal note, the cost would be left to the providers as an
unfunded mandate. He noted it was not a substantial anount
of noney, but he reasoned the state was asking providers to
do a significant amount in ternms of changing their entire
system and how they operate in many ways. The trustees had
agreed to cover the cost of the connectivity. Item 7 would
enhance AKAIMS [Alaska's Automated Infornmation Mnagenent
Systen] to full capacity. Currently the provider had to
enter all of their information into AKAIMS and then had to
reenter all of the data in the health information exchange.
He reasoned that process was ridiculous and was part of
what drove up adm nistrative costs. The trust was willing
to fund work that would enable the data to automatically
popul ate the health information exchange when entered into
AKAI V5, whi ch shoul d significantly reduce t he
adm ni strative burdens on nonprofits.

Vice-Chair Saddler remarked on "the principle that vyou
don't put bald tires on a new car" in relation to the
proposal to enhance the health information exchange. He
asked about the assessnment of the program He asked for
detail on the programis age, how it operated, and whether
it was an appropriate vehicle to add utility to.
Al ternatively, he wondered if it should be replaced.

M. Sherwood replied that the health information exchange
had been created as a nonprofit through I|egislation about
Six years earlier; it was up and running and was conti nui ng
to bring additional providers on board. He relayed that it
did not yet have the ideal Ievel of participation

therefore, some of the funds in the fiscal notes were neant
to encourage participation. He detailed the program did
have the capabilities to allow providers +to share
information as appropriate. The program was funded by
provi der assessnent and DHSS. The departnent had also
accessed sone federal funds to maintain the program over
t he years.

4:12:59 PM
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Vice-Chair Saddler asked if the program was nanaged,
operated, and owned by DHSS or owned by a private nonprofit
or gani zati on.

M. Sherwood answered the health information exchange was a
nonprofit with an independent board, which was a decision
made by the legislature when it had established the
program The department had frequent neetings wth the
organi zation related to planning and budgeti ng.

Vice-Chair Saddler remarked that he would have nunerous
technical questions related to the PDW and the health
i nformati on exchange regarding control and privacy neasures
when the itens were discussed nore in depth.

M. Jessee addressed item 8 on page 2, which included a
relatively small allocation to assist DHSS with running a
coupl e of workgroups. He noved to page 3 (item 9) of the
docunent and remarked that trust beneficiaries included
nore than just behavi or al heal t h. I n seni or and
disabilities services the 1915(i) and 1915(k) options were
also critical to beneficiaries. He referred to Vice-Chair
Saddl er's statenment about not putting bald tires on a new
car and stated the assessnent tool listed was "that type of
an initiative." He elaborated the current assessnment tool
was inadequate in several inportant respects. First, the
tool was primarily a deficit-based nodel - it |ooked at
people's deficits and not their assets. He reasoned that
costs could be reduced when helping people nmaxin ze what
they could do instead of focusing on what they could not do
and throwng noney at trying to solve their problens.
Second, the tool had very poor interrater reliability. He
detailed if two people used the sanme tool to evaluate the
sane person they may cone to very different answers. There
were now nore advanced tools that solved nost of those
problems. He comunicated the departnment had found it

difficult to fit a new assessnent tool into its fiscal
notes due to the current fiscal climte and effort to be
frugal wth resources. The trustees understood that a

state of the art assessnent tool was needed if the system
was going to be built around the state plan anendnments and
wai vers and had therefore agreed to pay for it.

M. Jessee relayed item 9 also included funding for four
| ong-term non-permanent positions, expansion of the Aging
and Disability Resources Centers to four additional sites
(one of the core way services wuld be delivered), national
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best practice site visits, and outreach for consuners and
provi der engagenent. Conmmunity involvenment in the processes
was critical to the trust. He referenced an earlier
presentation [from the norning neeting] from Agnew : Beck,
whi ch showed over 500 citizens had been involved in the
process funded by the trust in order to ensure the broadest
possible input. Item 10 related to health care services
staffing needs was also included in the fiscal notes - the
trust had commtted funds to pay for two new staff
positions.

4:16: 38 PM

M. Jessee addressed item 11 on page 3, which included two
itens not directly related to Medicaid reform but were
included in AWHTA' s funding package. First, funding would
be appropriated for the [federal] ABLE Act, which allowed
people with disabilities to create what anobunted to a
heal th savings account that would not be considered an
asset for purposes of public benefit - he noted it was a
tremendous piece of |egislation. Second, funding would be
appropriated for a technical assistance contract for
providers. He stated that many of the state's providers
were not as proficient at billing Medicaid as needed.

M. Jessee spoke to how the trust would pay for all of the
itens totaling alnost $10 nmillion over three years. He
di scussed that when Medicaid expansion had been going
t hrough, because of the timng exigency, the trustees had
gone into the trust's budget reserve in order to fund part
of the initiative. He characterized the nove as an
extraordinary step on the part of the trustees and not one
they intended to nake a commopn practice. In order to
determ ne how the trust would conme up with the $10 nillion
it had reviewed all of its prior allocations. He detailed
trust authority allocations were good four 4 years; every
year one of the allocations |apsed and rolled forward into
future years. The noney was typically left "out there"” to
account for unexpected events that may require additiona
resources in the specific areas. He referred to the
exercise as sweeping "under the seat cushions,” which
included alnost all of the prior year allocations from 2013
to 2015.

M. Jessee relayed the action would have two consequences

for the trust: 1) it would reduce the trust's flexibility
as it noved forward because the funds would not be
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available if unforeseen issues arose Wwth current
strategies; and 2) the trustees would have sonewhat | ower
revenue to spend in future years because the funds would
not be lapsing in future years. The trust would have to
tighten its belt noving forward. Additionally, the trust
had |ooked at «current FY 16 to determne what was
classified as essential wirk to neet its two major
priorities including Medicaid reform and crimnal justice
reform The trust had determ ned areas where funding had
not already been commtted for FY 16 or if there were
progranms where it could claw back sonme noney prior to the
year-end. The trust had also gone through all of its focus
areas for FY 17 to identify places it could shift funds to
forward the effort under SB 74, particularly in areas where
something was not already planned. For exanple, the
subst ance abuse prevention and treatnent focus area stil
had a considerable amount of wunallocated noney for FY 17.
He reasoned what better place to utilize some of the funds
than in reformng the state's Medicaid system The trust
would look a little different going forward but it had been
faced with prioritizing and rethinking its strategies in
order to commit nearly $10 mllion over 3 years to assist
with Medicaid reform

4:20:46 PM

Representative WIson spoke to an earlier question related
to OCS. She remarked M. Jessee had relayed the trust would
talk to providers. She stated sadly enough many people
involved in OCS probably did not even know they qualified
for Medicaid. She asked if AMHTA would have a better idea
about which services were mssing that nay be causing
children to be out of the home |onger because parents were
on waitlists trying to get services.

M. Jessee replied in the affirmative. He it was sonething
the state's behavioral health system should be working
hand-in-glove with OCS to ensure that every parent running
into trouble due to a behavioral health problem was getting
treatment or support for recovery as quickly and as
conprehensively as possible. He continued it would drive
dowmn foster home placenents and adverse chil dhood
experi ences.

Representative WIlson would greatly appreciate if one of
the trust's focus groups could reach out to parents to help
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t hem better understand the options avail able. She noted she
woul d participate in the work as nuch as she was permtted.

M. Jessee t hanked Representati ve W | son for t he
suggesti on.

Vi ce-Chair Saddl er t hanked AMHTA for allocating a
signi ficant anmount of noney for the projects. He understood
the trust had reworked its finances to dedicate resources
to the effort, which gave him increased confidence in the
wort hwhi |l e nature of work.

Representative Gara renmarked sonmetinmes AVHTA would fund
things so the state did not have to pay for them and when
AMHTA was no longer able to fund the itens the state picked
up the expenses. He spoke to the inportance of sonme of the
efforts. He asked if the trust's contributions (of
approximately $10 mllion) to the fiscal notes would reduce
AMHTA's contributions to other state services and grants in
t he budget.

M. Jessee did not believe any MHTAAR had been negatively
inmpacted in FY 16. The trust had already nade those
commitnments to the state and would not renege on the
contribution. The belt tightening had been in authority
grants AMHTA adm nistered itself and not in what it had
al ready conmtted to the state.

4:24:09 PM

Representati ve Gara not ed t hat adm ni strative bel t
tightening was fine. He asked if there were services the
trust could not give to its beneficiaries as a result of
its contribution to the cost of SB 74.

M. Jessee answered with an exanple related to substance
abuse prevention and treatnent in FY 17. The specific area
had several hundred thousand dollars for undevel oped
strategies to reduce the substance abuse problens in the
state. A project that had not yet been devel oped woul d | ose
fundi ng; however, the trust had considered the highest and
best use for the funds and had determned it would be
better to contribute to the bill's effort of Medicaid
reform which was critical and would provide far nore
services to the sane beneficiaries for generations to cone.
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Representative Gara asked how rmuch on average the trust
spun off in the past few years in terns of assets spent on
beneficiaries through the budget. M. Jessee replied that
the trustees had about $24 nmillion to $25 million per year,
which funded the trust admnistrative budget, the Trust
Land Ofice wunder the Departnment of Natural Resources,
funds that went through state governnment as MHTAAR, and
authority grants adm ni stered by the trust.

Representati ve Gara asked i f t he trust's VHTAAR
contribution to the budget would decrease as a result of
providing funds for itens in the bill. M. Jessee answered
that a sizeable amount of the funding was in the fiscal
notes and would go through the state. He believed it would
have been allocated between MITAAR and authority grants
about the sanme way if funds were not directed at the bil
package. He added MHTAAR and authority grant expenditures
were generally pretty evenly bal anced.

Representative Gara remarked he had a feeling he was
chasi ng sonet hi ng he woul d not get on the record.

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

Co- Chair Thonpson addressed the schedule for the follow ng
meet i ng.

#
ADJ OURNVENT

4:27:58 PM

The neeting was adjourned at 4:27 p. m
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