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ACTI ON NARRATI VE
3:19:19 PM

CHAIR PAUL SEATON called the House Health and Social Services
St andi ng Committee neet i ng to or der at 3:19 p. m
Representatives Seaton, Wol, Talerico, Vazquez, and Tarr were
present at the call to order.

HB 227- MEDI CAL ASS|I STANCE REFORM

3:19:40 PM

CHAI R SEATON announced that the first order of business would be
HOUSE BILL NO 227, "An Act relating to nedical assistance
reform neasures; relating to admnistrative appeals of civil
penalties for nedical assistance providers; relating to the
duties of the Departnent of Health and Social Services; relating
to audits and civil penalties for nedical assistance providers;
relating to nedical assistance cost containnent neasures by the
Departnment of Health and Social Services; relating to nedical
assi stance coverage of clinic and rehabilitative services; and
providing for an effective date."

3:21:26 PM

CHAI R SEATON opened public testinony. After ascertaining no one
wi shed to testify, closed public testinony.

3:22:26 PM

REPRESENTATI VE VAZQUEZ noved to adopt proposed Anmendnent 1,
| abel ed 29-LS1096\H. 7, d over, 2/19/16, which read:

Page 5, line 5:
Del ete "may not be | ess than 50"

Page 5, lines 5 - 10:

Delete "[, AS A TOTAL FOR THE MEDI CAL ASSI STANCE
PROGRAMS UNDER AS 47.07 AND AS 47.08, SHALL BE 0.75
PERCENT OF ALL ENROLLED PROVI DERS UNDER THE PROGRAMS,
ADJUSTED ANNUALLY ON JULY 1, AS DETERM NED BY THE
DEPARTMENT, EXCEPT THAT THE NUMBER OF AUDI TS UNDER
THI S SECTI ON MAY NOT BE LESS THAN 75]"

Insert ", as a total for the nedical assistance
progranms under AS 47.07 and AS 47.08, shall be 0.75
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percent of all enrolled providers under the prograns,
adjusted annually on July 1, as determned by the
departnent, except that the nunber of audits under
this section may not be | ess than 75"

CHAI R SEATON obj ected for discussion.

REPRESENTATI VE VAZQUEZ explained that proposed Anmendnent 1
deleted the proposal to reduce the actual nunber of audits
conduct ed. She relayed that although there were wusually at
| east 75 audits required, but HB 227 had proposed to reduce this
to 50 audits. She pointed out that, as there were between 3,000
- 4,500 Medicaid providers, maintaining 75 audits "does not
appear to be a harsh inposition on the community, especially
with a provision that states that we want to avoid concurrent
audits,” whether it was a federal or other ongoing audit. She
offered her belief that historically the Departnment of Health
and Soci al Services had considered whether the provider was al so
bei ng audited by other agencies. The proposed Anendnent 1 would
return the nunber of audits to match existing | aw

CHAI R SEATON directed attention to the e-mail response to the
cormittee nmenbers' questions from the admnistration, dated
February 16, 2016. [Included in nmenbers' packets.]

3:24:15 PM

JON SHERWOOD, Deputy Conmm ssioner, Mdicaid and Health Care
Policy, Ofice of the Comm ssioner, Departnment of Health and
Social Services, relayed that the Departnent of Health and
Soci al Services had proposed reducing the annual nunber to 50
audits as, since that statute had been passed nore than 10 years
prior, there were now a nunber of other audits inplenented by
the federal governnent. The departnent had proposed the
reduction to relieve sone of the burden from the providers;
however, he stated, the anendnment woul d not pose any problem as
t he departnent would then continue to do 75 audits annually.

CHAI R SEATON referenced the aforenentioned e-nail response which
stated that there were currently 5,823 active Medicaid billing
providers, and the proposed audit for 0.75 percent of these
providers would have resulted in 44 audits. He acknow edged
that the 50 audits in the proposed bill would have been cl oser
to this figure than the 75 audits in proposed Anendnent 1.

REPRESENTATI VE TARR relayed that she was nore confortable with
the existing |language in the proposed bill for 50 audits. She
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opined that, as DHSS was currently beginning its work on sone
massi ve changes, and it was necessary to be diligent on these
audits, there were also other significant efforts to address
fraud and abuse.

CHAI R SEATON commented that a nunmber of providers had stated to
the commttee that nore regulations equaled nore cost by the
providers. He pointed out that although the audits m ght not be
a problem for the departnent, this was a problem for the
provi ders. He noted that the audits built nore cost into the
system sonething the commttee was trying to elimnate. He
suggested that, unless the audits were "catching a lot of fraud
and abuse,” this was only "building cost into the systemthat's
not being productive.” He stated that he had not received any
information that 75 audits were nore sufficient for the cost
versus benefit.

REPRESENTATI VE = VAZQUEZ expressed her di sagr eenent. She
expl ained that, in the selection of the providers to be audited,
the high risk profile was reviewed. She asked DHSS about the
process for the audit sel ection.

MR. SHERWOOD expl ai ned that at the end of annual billing period,
the clains data was taken and analyzed, and sanples from
different groups of sorted provider types were selected. He
declared that this was not neant to be a purely representative
sanple, although it was intended to get a broad cross section of
provi ders. A list of potential audit candidates and alternates
was generated, which was sent to the DHSS audit conmttee,
conprised of nenbers throughout the departnent representing
program integrity and quality assurance who worked wth
Medi cai d. This commttee reviewed the list and used their
knowl edge to sort through the providers and nake recomendati ons
to the certified auditing agency, Mers and Stauffer. He added
that, generally speaking, DHSS still had the ability to target
the highest risk providers when initiating 50 - 75 audits, while
mai ntaining a degree of cross section so nothing would go
unobser ved.

REPRESENTATI VE TARR referenced sonme of her constituent providers
who had been audited, at a cost of nmore than $10, 000 each, and
she asked if 50 audits could still target the highest risk
provi ders whil e not burdening some of the smaller providers.

MR SHERWOOD offered his belief that 50 audits would still

target the highest risk providers, pointing out that snal
dol l ar providers were not audited, as the cost of auditing these
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providers did not justify the noney recovered. He expressed his
agreenent that these audits could be expensive and cunbersone.
He reported that prelimnary findings were released in order to
allow providers to dispute or correct any of the findings. He
reiterated that 50 audits would allow the departnent "to get to
t he highest risk providers.™

REPRESENTATI VE TARR nused that the conplexity of changing
regul ations and expectations could be where the m stakes were
made, as opposed to intentionally fraudul ent behavi or.

MR. SHERWOOD expressed that it was true that nmany of the issues
uncovered during audits were not fraudulent activity, but
instead were m stakes, msinterpretations of policy, or failure
to execute docunentation appropriately. Al t hough these were
i nportant aspects to conply with, the departnent tried to strike
a bal ance using a lower mninmumthreshold for audits.

REPRESENTATI VE WOOL asked about any increase in the Departnent
of Health and Social Services workload wth a higher nunber of
audits, and who paid the cost for the audits.

MR. SHERWOOD replied that the state directly paid for the cost
of the audits to the contractor, Mers and Stauffer. He
reported that t he recoveries from the audit process
approximately offset the cost of audits, noting that the
reduction in audits would be offset by a reduction in
recoveri es.

REPRESENTATI VE VAZQUEZ asked about the anount of noney recovered
in the last year as a result of the audits.

MR. SHERWOCD replied that he did not have the anount.

3:38: 58 PM

MARGARET BRODIE, Director, Director's Ofice, Dvision of Health
Care Services, Departnent of Health and Social Services,
reported that she did not have the exact amount of penalties
recover ed.

MR. SHERWOOD offered to get that information to the commttee.
3:39:41 PM

CHAI R SEATON set proposed Anendnent 1 aside, awaiting nore
information for the anmount of noney recover ed.
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3:40: 04 PM

REPRESENTATI VE VAZQUEZ noved to adopt proposed Anendnent 2,
| abel ed 29-LS1096\H. 8, d over, 2/20/16, which read:

Page 8, lines 2 - 7:
Delete all material.

Page 8, line 8:
Delete "(4)"
| nsert "(2)"

Page 8, line 13:
Delete "(5)"
Insert "(3)"

Page 11, line 12:
Del ete "applications for waivers and"
I nsert "application for a waiver"

Page 11, |ine 13:
Del ete "options under AS 47.07.036(d)(1) - (3)"
| nsert "under AS 47.07.036(d)(1)"

Page 11, |ine 16:
Del ete "applications”
I nsert "application”

Page 11, lines 17 - 18:

Delete ", a section 1915(i) option wunder 42
U S. C 1396n, and a section 1915(k) option under 42
U S C 1396n were"

| nsert "was"

Page 11, |ine 20:
Del ete "prograns"
| nsert "progrant

Page 11, |ine 21:
Del ete "wai vers"
| nsert "wai ver"

Page 11, lines 21 - 22:
Delete "(A"

Page 11, |ine 24:
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Delete ":;"
| nsert "."

Page 11, lines 25 - 27:
Delete all material.

CHAI R SEATON obj ected for discussion.

REPRESENTATI VE VAZQUEZ referenced her |engthy reasons which she
had submitted in the last neeting, as it was unclear "what we're
getting into until we see the anmendnents actually to the state
plan and the reports to the legislature will be after the fact
in 2019." She offered her belief that initial research had
indicated that these options nmay becone an entitlenent program
which would not allow any caps or limts. She suggested that
there may not be nmany alternatives in a difficult fiscal
situation if these options were devel oped.

MR. SHERWOOD expressed his agreenent that, although the options
for the regular Medicaid state plan woul d becone an entitl enent,
the key to controlling the <cost wuld be to establish
appropriate eligibility criteria, 1in-service definitions, and
l[imts which would go into the state plan for inplenentation
which would reduce the general fund expenditure on current
servi ces. He reported that a consultant had been hired through
the Alaska Mental Health Trust Authority to help with the
process and offer insights into appropriate options.

3:42: 48 PM

DUANE MAYES, Director, Central Ofice, Division of Senior and
Disabilities Services, Departnment of Health and Social Services,
directed attention to the docunent titled "Honme and Conmunity
Based Services Wiver and Options.” [Included in nenbers’
packets. ] He reported that these were the current options for
the 1915(c) honme and community based services program He added
that there were two other sections, one for the Medicaid option
1915(i) and one for 1915(k). He directed attention to the five
docunents which showed assunptions to cost savings within the
general fund program and the home and comunity based services
program

CHAI R SEATON noted that the 1915(c) option was presented in a

two page table, and the 1915(i) and (k) options were presented
in the color slide package. [Included in nmenbers' packets.]
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REPRESENTATI VE VAZQUEZ asked that future docunents be dated,
noting that she had not had tinme to review these docunents.

MR. MAYES reported that a contract wth Health Managenent
Associ ates (HVA) had been signed for October, 2015 through July,
2016. This contract was in place to explore the aforenentioned
two options. He shared that the 1915(k) option was required by
Centers for Medicare & Medicaid Services (CM5) to have an

i npl ementation council, which consisted of recipients, and/or
their famly nenbers, of services within the Mdicaid waiver
progr am He noted that the council had been in place since
Novenber, 2015. He stated that there were 12 deliverables

within the HVA contract, and that deliverable nunber 3, a review
of reqgulations, had been telling, as the lessons |earned from
the efforts of other states included the need to be very
met hodical in the roll out of the two options, with one service
at a tinme, and to not overhaul the Medicaid home and conmunity

based services program all at once. He shared an exanple for
the services by one state that were overwhel med when trying to
overhaul the system all at once. He declared that it was

necessary to nake sure the eligibility process was well defined
and based on need, as otherwse the costs could be driven
upwar d. He shared that it was inportant that the regulations
and the wutilization and quality controls for 1915(i) and (k)
were well witten. He offered his belief that the division had
reduced its expenses through the hone and conmunity based
services waiver program primarily because of good regul ations
and utilization controls. He said that it was necessary to have
the ability to recalibrate the assessnent tools for appropriate
service levels in order to control costs. He shared that CMS
al | oned having soft caps in place.

CHAI R SEATON asked for a definition to soft cap.

MR. MAYES offered an exanple, the self-care activities of daily
living which seniors often needed, that a soft cap be based on
the average hours per week, and if nore hours were necessary

there was a process to petition the state for additional hours.
This allowed the state to nanage the program and he expressed
his confidence that the program would be well managed and woul d
not "explode in ternms of cost." He directed attention to the
first graph, titled "Community Devel opnental Disabilities Gants
1915(i) Inmpact" [Included in menbers' packets], noting that in
FY15 there was general fund spending of $11,635,800, with no
federal matching funds, which served 996 individuals. He
suggested that this eligibility could be refinanced as a
Medi caid conponent under the 1915(i), which allowed for a 50
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percent federal natch. He noved to the next graph, titled
"Senior Comunity Based Gants - Adult Day 1915(i) |Inpact”
[included in nenbers' packets], and reported that there were 13
adult day centers in Alaska, serving 423 individuals at a cost
of $1,757,000 in FY15. He opined that 114 of these individuals
would neet the eligibility requirenents for the 1915(i) option

allowing for a 50 percent federal match, and a general fund
savi ngs of $236, 800.

3:53: 00 PM

MR. MAYES noved on to the next graph, titled "Senior Comrunity
Based Gants - Senior In-Home 1915(i) Inpact” [included in
menbers' packets], which spent $2,917,300 in general funds for
1,371 seniors to be served in their homes with case nanagenent
services to allow the seniors to remain in their hones. He
offered his belief that 123 of these individuals would neet the
eligibility requirements for the 1915(i) option, and thereby
save the general fund about $130,800 with a 50 percent federal
mat ch.

MR. MAYES directed attention to the next graph, titled "Cenera
Rel i ef / Tenporary Assisted Living 1915(i) Inpact” [included in
menbers' packets], which he described as a safety net for the
vul nerabl e popul ation. He reported that the referrals tended to
come fromthe Al aska Psychiatric Institute or hospital discharge
planning units, pointing out that the program had spent $7.3
mllion in FY15 for 545 individuals. He opined that 349 of
these individuals would neet the eligibility requirements for
the 1915(i) option, saving the general fund about $2.3 million
[fromthe 50 percent federal match].

MR. MAYES announced that the last graph, titled "Senior and
Disabilities Medicaid Services 1915(k) Inpact” [included in
menbers' packets], which he described as requiring a need for
institutional |evel of care. He reported that the current
personal care attendant program had 1,603 people neeting this
criteria. He cited that wuse of the 1915(k) option would
i ncrease the federal match by an additional 6 percent, froma 50
percent to 56 percent federal match. He noted that the actua
general fund savings would be about $2.5 nmillion. He decl ared
the necessity to be very nethodical, with a good eligibility
process and good utilization controls in place, and with a well -
defined eligibility process.

3:56: 27 PM
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CHAI R SEATON noted that a previous concern had been for the wait
list, but that, as all of those on the wait list were currently
getting services funded by the state, this wuld not be
expandi ng the popul ati on.

REPRESENTATI VE VAZQUEZ referenced the |ast graph, titled "Senior
and Disabilities Medicaid Services 1915(k) | mpact , " and
guestioned that there would not be any added cost to the state
al though it would expand services to the recipients. She asked
whi ch services would be added that the state would have to pay
t he bal ance.

MR. SHERWOOD replied that this option was intended to provide
services simlar in nature to the current personal care services
program which was available to any Medicaid recipient with that
need. He allowed that although it mght be possible for the
state to design a broader service package, the intention was to
focus on the assistance and mmintenance activities and health
related tasks instrunental to daily living simlar to services
al ready provi ded.

REPRESENTATI VE = VAZQUEZ asked for clarification that t he
department woul d not be offering any additional services.

MR. SHERWOOD stated that the departnent would be offering a
service simlar to the current personal care services.

CHAI R SEATON stated that the 1915(i) and (k) options had been
shown through Medicaid reformto be a cost saver to the State of
Al aska.

CHAI R SEATON mai ntai ned his objection to proposed Anendnent 2.
4:00: 30 PM

REPRESENTATI VE VAZQUEZ asked about the graph titled "Community
Devel opnental Disabilities Gants 1915(i) Inpact,” noting that
this programdid have a [waiting] list for the waiver.

MR. SHERWOOD expressed his agreenent that one of +the four
waivers did have a waiting [|ist for individuals wth
intellectual and devel opnent disabilities.

REPRESENTATI VE VAZQUEZ asked what prevented the individuals

currently on the waiting list for qualification to Medicaid if
they qualified for 1915(i).
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MR. SHERWOOD said that nobst individuals on the waiting |ist
could qualify for Medicaid if they had a need for Medicaid
servi ces. He allowed that individuals on the waiting list were
often already receiving the services through the conmunity
devel opnental disabilities grant program He reiterated that an
issue was to establish the qualifying standards for functiona
inmpairment, and it was necessary to be judicious in setting the
st andar d. He declared that it was necessary to be careful with
the eligibility criteria and the service [imtations.

REPRESENTATI VE VAZQUEZ asked what prevented the Departnent of
Health and Social Services from sinply expanding the existing
wai ver program which was al ready being rei nbursed by 50 percent,
in order to reduce the waiting list to zero.

MR. SHERWOOD nused that it was a possibility, as there was no
statutory requirement to stop expansion for the nunber of
i ndividuals authorized to serve under the waiver. He shared
that the current structure of the waiver offered a very wde
very generous package of benefits, targeted to people needing an
institutional |evel of care. He stated that there were people
on the wait list who did not have this need, but the 1915(i)
option allowed the departnent to neet those needs that nay not
be quite so broad. He acknowl edged that there could be two
wai vers, although it would be nore cunbersone to adm nister. He
explained that the 1915(i) option seened to be the nore
expedi ti ous.

4:04: 53 PM

REPRESENTATI VE VAZQUEZ asked if there were individuals currently
on the wait list who net the institutional |evel of care.

MR. SHERWOCD acknow edged that there probably were, although he
did not know if they wuld be assessed by an officia
determ nati on

MR. MAYES explained that there were two types of individuals
receiving services through the Community and Devel opnenta
Disabilities Gants. There were those who nmay neet eligibility
for the (c) waiver, the institutional |evel of care. He said
that this was not determ ned when people were listed on the
registry, but was instead determ ned during an assessnment at a

later tine. He acknow edged that sone individuals on the
registry did neet the definition for institutional |I|evel of
care. Those individuals who did not neet this were the

i ndi viduals being directed to the 1915(i) option.
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REPRESENTATI VE VAZQUEZ asked what prevented the departnent from
conducting assessnents to identify those individuals needing
institutional level of care and placing them into the (c)
wai ver .

MR. SHERWOOD replied that the expense of the assessnents and the
i npact on the budget for the additional people could be absorbed
if the legislature wanted to finance this by increasing the
budget .

REPRESENTATI VE VAZQUEZ asked about the cost of an assessnent.

MR. SHERWOOD replied that the assessnent was done by state
enpl oyees, although he was not sure if the calculation of cost
was readily available. He stated that it would be necessary to
take the noney out of the grant program paying for services in
order to do nore assessnents.

CHAI R SEATON asked if those individuals currently on the wait
list were getting services through the comunity devel opnent al
grants.

MR. SHERWOOD expressed his agreenent that those individuals had
access to those services, although many of those individuals had
very low needs, and were nost likely on the registry wth
anticipation for a future change to those needs. He conpared
that the waiver for developnental disabilities which served
about 2,000 people cost about $170 mllion annually, whereas the
grants which served less than 1,000 people cost about $12
mllion annually. He declared that the package of received
services under the waiver or through the grants was
substantially different.

4:09:59 PM

REPRESENTATI VE VAZQUEZ addressed the graph titled "Senior
Community Based Grants - Adult Day 1915(i) Inpact" and, asking
about the funding for the adult day care centers, questioned how
a 1915(i) wai ver could be fashioned to do away state funding.

MR.  SHERWOOD acknow edged that the option would require the
state to pay its share of 50 percent. He stated that it was not
anticipated for everyone receiving these adult day services to
qualify for Medicaid. He pointed out that the projection was
for about 25 percent of the participants, and that DHSS woul d
mai ntain the general fund match for the 1915(i) waiver, as well
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as the grant program paynment for those who did not qualify for
t hat wai ver.

CHAI R SEATON pointed out that of the current 423 individuals,
114 woul d be eligible for the waiver.

CHAI R SEATON mai ntai ned his objection to proposed Anendnent 2.

4:12:17 PM

A roll call vote was taken. Representatives Vazquez and
Talerico voted in favor of proposed Amendrment 2, |abeled 29-
LS1096\H. 8, d over, 2/20/16. Representatives Wol, Tarr, and
Seaton voted against it. Therefore, Amendnent 2 failed to be

reported out of the House Health and Social Services Standing
Commttee by a vote of 2 yeas - 3 nays.

4:13: 07 PM

CHAI R SEATON returned attention to proposed Anendnent 1, | abeled
29-LS1096\H. 7, d over, 2/19/16

M5. BRODIE, in response to an earlier question by Representative
Vazquez, stated that the departnment had recovered $775,330 as a
result of the audits.

CHAI R SEATON noted that there had been 75 audits.

REPRESENTATI VE VAZQUEZ asked how nany Medicaid providers were
enrolled with Departnent of Health and Social Services.

CHAI R SEATON relayed that the e-mail dated February 16, 2016
[Included in nenbers' packets] had stated there were 5,823
active [Medicaid] billing providers.

REPRESENTATI VE VAZQUEZ stated that she had wanted confirnmation.

M5. BRODIE acknowl edged that this was the nunber of Medicaid
billing providers, subject to these audits.

REPRESENTATI VE TARR asked how nmany of these audits resulted in
t he assessnents of overpaynents.

REPRESENTATI VE WOOL asked for the amount paid to the auditing
contractor for those 75 audits.
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M5. BRODIE relayed that the first year of the contract had paid
$651, 309 and the second year had paid $426, 380.

CHAI R SEATON reiterated that there was a question for the nunber
of the 75 audited providers who had paid.

M5. BRODIE replied that she was researching the answer.

CHAI R SEATON set proposed Amendnent 1 aside, clarifying that
there had not yet been a vote.

4:17:52 PM

CHAI R SEATON noved to adopt proposed Anmendnent 3, |abeled 29-
LS1096\H. 5, dover, 2/19/16, which read:

Page 6, line 3, following "audit.":
| nsert
"The departnent nmay not assess interest under
this subsection if a provider
(1) identifies and reports an overpaynent
to the departnent independent of an audit conducted
under this section; and
(2) repays the ampunt of the overpaynent to
the departnent within five nonths after the date the
provi der received the overpaynment."

REPRESENTATI VE TARR obj ected for di scussion.
4:18: 34 PM

TANEEKA HANSEN, Staff, Representative Paul Seaton, Al aska State
Legi sl ature, explained that proposed Anmendnent 3, |abeled 29-
LS1096\H. 5, dover, 2/19/16, added to the audit section of
proposed HB 227 and it clarified that the Departnent of Health
and Social Services not assess interest on overpaynent from the
audits if the provider had identified and reported the
over paynment independent of the audit and if the anount of
overpaynment was repaid to DHSS wthin five nonths of the date
t he provider received the overpaynent.

REPRESENTATI VE WOOL asked for clarification that self-reporting
by the provider would not result in interest or penalties.

CHAIR SEATON clarified that there was not any interest or
penalty if the provider self-identified the problem and reported
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it wwthin five nonths. He rem nded the commrittee that there had
al ready been a substantial anmount of testinony regarding this.

REPRESENTATI VE WOOL asked if interest and penalties would stil
be assessed, even as the proposed Anendnent 3 only addressed
i nterest.

M5. HANSEN relayed that Section 5 of the proposed bill did
mention penalties and interest, although she deferred to the
departnment for its interpretation.

CHAI R SEATON opi ned that the purpose was to avoid the conflict
and he suggested a conceptual anmendnent adding "penalties"” would
be accept abl e.

MR. SHERWOOD opined that the Departnent of Health and Soci al
Services authority for interest was on the overpaynents and that
penalties was a separate authority.

4:23:27 PM

CHAI R SEATON posed that if there was an overpaynent, which was
subsequently self-reported, there would not be interest. He
asked if there were circunstances when the overpaynent would be
penal i zed, even if it was self-reported.

MR. SHERWOOD replied that Section 6 of proposed HB 227 addressed
civil penalties, and he offered his belief that the intention of
the Departnent of Health and Social Services was that sone
circunstances, including failure to conply wth regulations,
allowed for penalties to overpaynent although interest would not
be char ged.

REPRESENTATI VE WOOL offered his belief that there was a penalty
for policy or practice failures with a separate penalty for an
over payment .

MR. SHERWOOD stated that overpaynment was not considered a
penalty; it was an instance whereby the departnent had paid
incorrectly either because the service was not eligible for
paynent or perhaps the service was not priced correctly. He
pointed out that sonetinmes an overpaynent was because the
provider had failed to do something in conpliance wth
regul ation, which could trigger the civil penalties. He noted
that these were the only penalties that DHSS had the authority
to issue to a provider.
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REPRESENTATI VE VAZQUEZ questioned application for the five nonth
[imtation to return of the overpaynent.

MR. SHERWOOD suggested that a reasonable amount of time to pay
back shoul d be based on the tinme of disclosure.

REPRESENTATI VE VAZQUEZ suggested the proposed anendnment should
read five nonths after discovery of the overpaynent.

CHAI R SEATON reiterated the earlier discussion for a nore tinely

review of the billings. He stated that he was in support of any
reasonable tinmeframe which allowed a review of the records. He
poi nted out t hat recei pt of paynent , di scovery of an

overpaynment, and its ultimate report to the departnent woul d not
necessarily be the sane.

4:32:47 PM

REPRESENTATI VE VAZQUEZ suggested a conceptual anmendnent for
within five nonths after the date that the provider reports or
di scl oses the overpaynent to the departnent.

CHAI R SEATON suggested a conceptual anendnent to line 7 of
proposed Anendnent 3, which would delete "receive" and insert
"reported.”

4:34: 06 PM

CHAIR SEATON offered conceptual Amendrment 1 to proposed
Amendnent 3, which would read: line 7, delete "received";
insert "reported'; and add "to the departnent” after "the

over paynent . "

REPRESENTATI VE WOOL suggested that sonmeone may not report unless
they saw an audit comng. He offered his belief that a business
woul d be incentivized by a tinme frane.

CHAI R SEATON poi nted out that was the reason for the five nonths
after receipt of the overpaynent, although it could be changed
to make it sinpler.

REPRESENTATI VE WOOL suggested that providers should review the
paynents frequently enough to catch it, and then be incentivized
to report it.

4:36:19 PM
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REPRESENTATI VE VAZQUEZ expressed her agreenent wth conceptua
Amendnent 1 and suggested inserting |anguage which stated that
the provider had not received notice of an audit.

CHAI R SEATON directed attention to line 4 of proposed Amendnent
3, and asked if this defined the suggestion by Representative
Vazquez.

4:38: 08 PM

MR. SHERWOOD, in response to Chair Seaton, said the departnent
had never had this |anguage to use, so there had not ever been
that determnation. He offered his belief that an audit trigger
woul d be determ ned upon notification. He reiterated that the
depart ment had never nade that policy call.

CHAI R SEATON stated that "independent of an audit" neant "before

you have been notified that an audit was to be conducted.” He
explained that this would apply when a provider was self-
reporting. He directed attention back to conceptual Amendnent
1

4:40: 09 PM

REPRESENTATI VE VAZQUEZ noved to adopt conceptual Anmendnent 1 to
proposed Anmendnent 3, which read: line 7, delete "received";
insert "reported'; and add "to the departnent” after "the

over paynent . "
CHAI R SEATON obj ected for discussion.

REPRESENTATI VE TALERICO offered that this was a substantial
i nprovenent and stated his support.

CHAI R SEATON renoved his objection.

REPRESENTATI VE WOOL nused that a tine limt was necessary, and
asked how often the departnment investigated ol der paynents.

MR. SHERWOOD said that identified overpaynments could go back a
considerable tinme, and he shared that audits were conducted
after a sanple had been pulled from a one year period. He
pointed out that the clainms identified as overpaynents were at
least two to three years old at final determnation, and that
assessed interest would begin considerably after the actual
over payment.
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REPRESENTATI VE WOOL asked if acknow edgenent by a provider of an
over paynment triggered a look into the possibility of additiona
overpaynents to the sane provider

MR. SHERWOOD opined that the vast mpjority of overpaynents were
sel f-disclosed, and did not usually raise concerns, dependent on

the nature of what had been identified. He shared that
sonetines there was deenmed a need for provider education or
techni cal assi stance. He allowed that nobst overpaynents were
considered relatively benign m stakes or incorrect systens. He

said that it could lead to additional investigation, although
this was not conmmon circunstance.

M5. BRODIE relayed that each case was different, and that

certain triggers could nmke the departnent |ook deeper,
especially for any problem with policies or procedures that
requi red education for many providers. She stated that this

gui ck anal ysis was done on each audit for whether a deeper |oo0k
for education or for problens was necessary.

CHAI R SEATON rem nded that the purpose of the proposed anmendnent
was for providers to investigate their books and self-report, if
necessary.

REPRESENTATI VE WOOL suggested a year maxinmum to stinulate an
annual review by each provider.

4:47: 29 PM

There being no further objection, conceptual Anmendnment 1 to
proposed Anendnent 3 was adopt ed.

REPRESENTATI VE TALERICO asked if all audits had a pre-
notification requirenent.

MR. SHERWOOD replied that this was the procedure for all of
t hese types of general provider audits; however, audits based on
valid suspicion for fraud or abuse could be initiated wthout
prior notice.

4:49:16 PM
REPRESENTATI VE TALERI CO noved to adopt conceptual Amendnent 2 to
proposed Amendnent 3, which, on line 5, added "the notice of"

after "independent of." He suggested that this may inspire
providers to self-audit prior to any noti ce.
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4:50: 33 PM

There being no objection, conceptual Anendnent 2 to proposed
Amendrent 3 was adopt ed.

4:50: 58 PM

CHAI R SEATON brought attention back to proposed Anendnent 3 and
asked if there was further discussion.

4:51:16 PM
REPRESENTATI VE TARR renoved her objection.

There being no further objection, Amendnent 3, |[|abeled 29-
LS1096\H. 5, d over, 2/19/16, as anended, was adopt ed.

4:51: 34 PM

CHAI R SEATON returned attention to proposed Anendnent 1, | abeled
29-LS1096\H. 7, d over, 2/19/16

M5. BRODIE, in response to Chair Seaton regarding an earlier
guestion for the nunber of the 75 audited providers who had
paid, said that, although there were 55 providers who paid, as
the audits had been conducted over the last few years, only 9 of
the providers were fromthe current 75 audits conduct ed.

MR. SHERWOOD, in response to Representative Tarr, explained that
although 75 audits were initiated in a year, not all of these
audits were conpleted in that vyear. O the 55 providers the
department recovered noney fromduring this last year, only 9 of
these were fromthe current audit cycle, as the other 46 audits
took nore than one year to conplete.

REPRESENTATI VE TARR surm sed that about 20 of each year's audits
woul d be resol ved annual | y.

CHAIR SEATON reiterated that for the past three years there had
been audits of 225 providers, 75 audits each year, and the
substantial portion of the recovery was from 55 of these audits,
about 25 percent of those providers audited over the past three
years.

MR. SHERWOOD opined that 75 audits were initiated and cl osed out
in a given year, however, it was not necessarily all the sane
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audi t s. He pointed out that an average of 55 of those closed
out audits woul d owe sonething each year.

MR. SHERWOOD, in response to Representative Wol, said that nine
was the nunber for audits initiated and recovered in that sane
year.

CHAI R SEATON asked if all 55 audits had substantial recoveries.

M5. BRODIE replied that 55 audits had contributed to all the
recoveries, reporting that there were only 9 providers wth
recoveries over $25,000 each.

REPRESENTATI VE TARR suggested that, as only 9 of the audits
eval uated had substantial recoveries, this was about 20 percent
of the suggested 50 audits annually, which she deened to be an
adequat e sanpl i ng.

MR. SHERWOOD acknow edged that this was reasonable logic "in

terms of identifying the |larger providers that would still give
us an anple sanple to discover." He pointed out that although
each additional audi t increased the chances of finding

something, it was necessary to strike a bal ance.

REPRESENTATI VE VAZQUEZ declared that the current statute
required 75 audits, out of 5,823 enrolled providers, which she
deened not to be an unreasonable burden on the provider

comruni ty. She enphasized that the nunber should not be
| essened, especially in light of t he current fiscal
ci rcunst ances. She stressed that it was necessary to maintain

the integrity of the program and to be accountable for the noney
spent on these prograns.

REPRESENTATIVE WOOL reiterated that 75 audits were perforned

each year under the current statute. In the past year, while 55
of those audits reported sone payout, only 9 of those 55 audits
were from the current cal endar year. He surmised that, as 75

audits were conpleted each year, this was al nost cost neutral
and the addition of nore audits would only increase the noney
paid for the audits.

MR. SHERWOOD replied that, on average, 75 audits were conpleted

each year, and the departnent was not falling behind on its
audi ts.
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CHAI R SEATON asked if the reduction in DHSS personnel would have
any effect on these, noting that the audits were done by private
contract.

MR. SHERWOOD replied that the cost for audits was paid as a
Medi caid adm nistrative expense. He stated that he did not
recall whether that was a 50 or 75 percent federal match. He
shared that there was sone degree of required staff support to
hire, oversee, and assist with the contracts and the Mdicaid
dat a.

5:03: 52 PM
CHAI R SEATON renoved his objection.
REPRESENTATI VE TARR st ated her objecti on.

REPRESENTATI VE WOOL asked how 75 audits would affect DHSS, would
it still be cost neutral, would it incur any extra work, and
would nore audits nmean nore return or hinder the departnment in
any way.

MR. SHERWOOD replied that, as there were currently 75 audits, a
return to this would not inpose any additional burden, while a
reduction to 50 audits would not appreciably inpact the work
load. He opined that it would be cost neutral for either nunber
of audits. He declared that nore audits woul d encourage tighter
or stricter conpliance, better record keeping, and better
attention to regulation, although there would be a cost to the
providers. He shared that, as there had now been 12 or 13 audit
cycles, many of the providers had been audited nore than once
and had established reactions to audits. He stated that there
was "no magic line" for the nunber of audits, and this would not
provi de any additional burden to the departnent.

5:07:11 PM

A roll call vote was taken. Representati ves Seaton, Vazquez,
Whol, and Talerico voted in favor of proposed Amendnent 1.
Representative Tarr voted against it. Therefore, Amendnent 1,

| abel ed 29-LS1096\H. 7, G over, 2/19/16, was adopted by a vote of
4 yeas - 1 nay.

5:08: 30 PM

The commttee took an at-ease from5:08 p.m to 5:18 p. m
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5:18: 06 PM

CHAI R SEATON noved to adopt proposed Amendnent 4, |abeled 29-
LS1096\H. 6, d over, 2/19/16, which read:

Page 9, line 30:
Del et e " DEMONSTRATI ON"
| nsert "PILOT"

Page 9, line 31:
Del ete "January"
| nsert "July"

Page 9, line 31, through page 10, line 1

Delete "design and inplement a denonstration
proj ect”

Insert "contract with a third party to establish
a care coordination pilot project for approxinmately
500 voluntary participants who are eligible for
medi cal assistance under AS 47.07.020(b)(14)"

Page 10, lines 2 - 4:

Del ete "The denonstration project shall provide
for the wvoluntary enrollnment of approximtely 500
recipients who are eligible for nedical assistance
under AS 47.07.020(b)(14). The Departnment of Health
and Soci al Services shall"”

Insert "The care coordination pilot project nust
focus on nutritional sufficiency and"

Page 10, |ine 6:
Del ete "denonstration”
I nsert "care coordination pilot"

Page 10, line 7:
Del ete "denonstration”
| nsert "care coordination pilot"

Page 10, line 9:
Del ete "denonstration”
I nsert "care coordination pilot"

Page 10, line 15, following "(July 2013).":

Insert "Two years after the date the Departnent
of Health and Social Services first enrolls recipients
in the care coordination pilot project, the Departnent
of Health and Social Services shall deliver a report
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to the senate secretary and the chief clerk of the
house of representatives and notify the Ilegislature
that the report is available. The report shal
describe the results of the care coordination pilot
project, any difference in the pre-termbirth rate for
participants in the pilot project as conpared to the
pre-term birth rate for the state, and the estinmated
savings to the state resulting from the pilot
project."”

REPRESENTATI VE TARR obj ected for di scussion.

5:18: 28 PM

M5. HANSEN expl ai ned that proposed Anendnent 4 renoved | anguage
in the pre-term birth denonstration project, repl aci ng
"denonstration project”™ with "coordinated care.” She reported
that this had previously read that the department would design
and inplenent the denonstration project; instead, a contract
wth a third party to establish a coordinated care pilot project
woul d be substituted. She relayed that the other paraneters
would remain the same, to include: 500 voluntary participants
from Denali Kid Care with a focus on nutrition. She directed
attention to page 10, line 15, which added a requirenent for a

report describing the results of the pilot project and any
esti mat ed savi ngs.

5:19:47 PM

REPRESENTATI VE TARR renoved her objection. There being no
further objection, Anmendment 4, |abeled 29-LS1096\H 6, 4 over,
2/ 19/ 16, was adopt ed.

[ HB 227 was hel d over. ]

ADJ OURNMENT

There being no further business before the commttee, the House
Health and Social Services Standing Commttee neeting was
recessed until a call of the chair at 12:30 p.m on Mrch 4,
2016.
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