SENATE FI NANCE COWM TTEE
January 27, 2016
9:03 a.m

9:03: 32 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:03 a. m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co- Chair
Senat or Pete Kelly, Co-Chair
Senator Peter M cciche, Vice-Chair
Senator dick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny d son

VEMBERS ABSENT

None

ALSO PRESENT

Val eri e Davidson, Conm ssioner, Departnment of Health and
Soci al Servi ces; Jon  Sherwood, Deputy  Comm ssi oner,
Medicaid and Health Care Policy, Departnent of Health and
Social Services; Heather Shadduck, Staff, Senator Pete
Kel ly.

PRESENT VI A TELECONFERENCE

SUVVARY

SB 74 VEDI CAl D REFORM PFDY HSAS/ ER USE/ STUDI ES
SB 74 was HEARD and HELD in committee for further
consi derati on.

SB 78 MEDI CAL ASSI STANCE COVERAGE; REFORM

SB 78 was HEARD and HELD in commttee for further
consi derati on.
#sb78



SENATE BILL NO. 78

"An  Act relating to nedical assistance reform
nmeasur es; relating to eligibility for nedi cal

assi stance coverage; relating to medical assistance
cost contai nnent neasures by the Departnent of Health
and Social Services; and providing for an effective
date."

9:04: 23 AM

Co- Chair MacKi nnon expl ained that the Medicaid reform bill
had been before the conmittee in the previous session. She
relayed that the CS currently before the conmttee carried
with it the support of the adm nistration.

VALERI E DAVI DSON, COW SSI ONER, DEPARTMENT OF HEALTH AND
SOCI AL SERVI CES (DHSS), concurred.

Co-Chair Kelly MOVED to ADOPT proposed committee substitute
for SB 78(FIN), Wrk Draft 29-GS1055\H (d over, 1/25/16).

There being NO OBJECTION, it was so ordered.

9:05:43 AM

Co-Chair MacKinnon referred to a letter dated January 25,
2016, from the Senate Finance Conmttee to the Departnent
of Health and Soci al Services, which contained the
follow ng five questions (copy on file):

1. Is the Medicaid software system certified? If not,
when did we apply for certification and when will it
be certified?

2. In April you had identified 100 defects in the
software system Wiat defects remami n? How many errors
are we still aware of? Who do the errors affect? Are
the defects critical, high, noderate, or |ow?

3. How quickly are applications being processed?

4. How quickly are providers being paid?

5. What is the legal status of our lawsuit with Xerox?

Have other states in legal challenges wth Xerox
systenms been certified? Has Xerox conpleted their
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corrective action plan? Is there a financial award? |f
so, how nmuch are we requesting as conpensati on?

Co- Chair MacKinnon said that it was not the intent of the
commttee to discuss policy issues contained in the
| egi sl ation, but to have a brief discussion about where the
state was in the reform process.

Commi ssi oner Davidson stated that she was prepared to speak
to the 5 questions put forth by the commttee.

Co- Chair MacKinnon hoped that the administration could
explain the specific changes in the current version of
| egi sl ati on, and how each section of the bill would work to
address the issue of Medicaid reformin the state.

Comm ssi oner Davidson testified that the state's Medicaid
program in its current form was not sustainable and that
reform was essential. She addressed question 1, submtted
by the conm tt ee:

s the Medicaid software system certified? If not,
when did we apply for certification and when will it
be certified?

Comm ssioner Davidson explained that in Decenber the
department had nmet wth the Centers for Medicare and
Medi caid Services (CVMB) (who provide system certification)
and their contractor. She shared that the next neeting with
CMS, and their contractor, was scheduled for February 1,
2016.

9:08:17 AM

Senator Dunleavy understood that the system was not
currently certified.

Comm ssi oner Davidson replied in the affirmative.

9:08: 32 AM

Co- Chair MacKinnon clarified that deeper discussions of the
guestions contained in the letter would happen in
subcomm ttee. She highlighted that there had been a delay
in the certification process, but hoped the present
di scussion on the matter would be brief.
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Conmmi ssi oner Davidson admitted that certification had been
del ayed, and relayed that the departnent was working toward
certification.

9:09:32 AM

Comm ssi oner Davi dson addressed question 2:

In April you had identified 100 defects in the
software system Wiat defects remai n? How many errors
are we still aware of ? Who do the errors affect? Are
the defects critical, high, noderate, or |ow?

Comm ssi oner Davidson enunerated that there were currently
121 defects in the system She said that nost of the
defects were new, as old defects were fixed, new defects
were created in the coding. She relayed that 1 critical
defect, 6 high defects, 111 noderate defects, and 3 |ow
defects had been discovered in the system She said that
the defects were affecting 3 different service categories:
prior authorization for services - behavioral health prior
aut hori zation for approved units of servi ce, prior
authorization units of service for enhanced adult dental
services, and car coordination services for enrollees on
the Tax Equity and Fiscal Responsibility Act (TEFRA)
Vi ver .

9:10: 57 AM

Co-Chair Kelly queried the definition of "defect"” as it
applied to the software system

Comm ssi oner Davi dson expl ai ned t hat t he def ect
classification was based on the level of inpact it had on
the paynent system She noted that there had been defects
in the old |egacy system previously used by the state. She
asserted that no software system would be 100 percent
defect-free. She shared that the goal was to mnimze the
def ect nunber.

9:12: 04 AM

Co-Chair Kelly understood that a defect was essentially a
glitch that msdirected data in the system

Conmmi ssi oner Davidson answered in the affirmative. She
reiterated that the defects considered critical, or high,
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were those that inpacted paynents to providers for services
render ed.

9:12: 43 AM

Co-Chair Kelly asked for the definition of a "unit of
service".

JON SHERWOOD, DEPUTY COWM SSI ONER, MEDI CAI D AND HEALTH CARE
POLI CY, DEPARTMENT OF HEALTH AND SOCI AL SERVI CES, expl ai ned
that a wunit of service varied according to the type of
service. Typically, professional services were |listed under
numer ous procedure codes; submtted clains identified the
service provided, and the nunber of service units provided.

9:14: 01 AM

Co- Chair MacKi nnon noted that a witten hard copy of the
answers to the questions that the commttee had submtted
to the departnment was anti ci pated.

Comm ssi oner Davi dson addressed question 3:

How qui ckly are applications being processed?
Comm ssioner Davidson relayed that that the departnent
processed 8,107 Medicaid application in Decenber 2016, over
20 percent of which were processed within a week of
subnmi ssion. He furthered that 62 percent were 60 days ol d,
or less; 38 percent were over 60 days ol d.

9:14:58 AM

Comm ssi oner Davi dson addressed question 4:
How qui ckly are providers being paid?

Comm ssi oner Davi dson responded that provided were paid in
the sanme week that clainms were submtted, or the week
after, with the exception of the 3 defects previously
menti oned. She stated that the departnent paid an average
of 107,000 clainms per week worth approximately $30 mllion.
She spoke to repaynent of advance paynents that the
depart nment made to providers when the system was
particularly dysfunctional. She said that providers had
repaid a total of $81.6 mllion, and the state had
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approximately $83.7 mllion in outstanding paynents.
Provi der repaynments were ongoi ng.

9:16: 25 AM

Co-Chair MacKi nnon asserted that the state had extended
advance paynents totaling $164 mllion.

Conmmi ssi oner Davi dson concurr ed.

9:16: 43 AM

Senator Hoffman queried the total dollar anmnount for the
nunber of clainms that were 60 days overdue.

Comm ssi oner Davi dson clarified t hat it was t he
applications for eligibility that had been overdue, not the
paynents. She offered to provide the information regarding
t he paynents.

9:17:11 AM

Comm ssi oner Davi dson addressed question 5:

What is the legal status of our lawsuit wth Xerox?
Have other states in legal challenges wth Xerox
systens been certified? Has Xerox conpleted their
corrective action plan? Is there a financial award? |f
so, how much are we requesting as conpensation?

Comm ssi oner Davi dson expl ained that case before the Ofice
of Administrative Hearings was currently suspended. She
said that a nediation with Xerox was schedul ed for February
9, 2016. She stated that conpensation would be a topic of
di scussion during the nediation. She relayed that sone
providers had filed their own class-action suits against
Xerox. She said that the departnent was unaware of other

states engaged in litigation with Xerox over their MMS
System She shared that North Dakota and New Hanpshire had
certified systens in 2015, but Alaska's system was

different because Al aska was a fee-for-service state. She
highlighted that Xerox had 5 itenms remaining on their
corrective action plan that needed to be conpl et ed:

« an Edit 8040
» TEFRA care coordi nation services claimprocessing
* MROL14 Report (Medicaid cost reporting)
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* National Correct Coding Initiative Report
« Mass Adj ustnent Reprocessing

9:21: 30 AM

Vice-Chair Mcciche spoke to the assunption how nuch the
departnment would be required to run and populate the
system prior to noving to the Xerox MMS system He
queried the level of labor insensitivity prior to going
live.

Comm ssi oner Davidson stated that the early inplenentation
was much nore labor intensive than anticipated. She
contended the new system was nore efficient than the old
| egacy system and there had been an increase in the tota
anount of total average weekly clainms paid.

9:23: 02 AM

Co-Chair MacKinnon rem nded the commttee that the bil
woul d be noving to subcomrittee and that policy inquiries
shoul d presently be limted.

Co- Chai r MacKi nnon expressed concern that using an
uncertified system put Al aska at risk. She wondered how far
back in time claims could be submtted to the federal
gover nnent .

9:24:11 AM

Senator O son observed that due to systemc defects, the
nunber of providers available for Medicare patients was
dw ndling. He wondered whether Medicaid expansion had
affected the nunber of providers.

Comm ssi oner Davidson responded that in Al aska, Medicaid
paid nore than Medicare; the departnent had not seen
providers discontinuing their participation in Medicaid.
She said a "refresh” of Medicaid providers had been
conducted by the departnment in 2015; providers had been
asked to re-enroll as Medicaid providers because there were
Medicaid providers in the old system who were no | onger
provi di ng services.

9:25: 50 AM
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Senat or Dunl eavy asked what the current version of the bill
was neant to acconpli sh.

Comm ssi oner Davidson asserted that the departnment took
reform very seriously, and many of the changes that had
been incorporated into the commttee substitute were new
reform opportunities that had been identified over the
interim She added that research had included |ooking to
ot her states for guidance and taking advantage of the best
i deas.

Senat or Dunl eavy asked what the bill would cost the state,
and did the departnent hope to recoup nonies as a result of
t he reforns.

Co- Chair MacKi nnon asked Comm ssioner Davidson to contain
remarks to a high-level overview, and restated that the
policy discussions would occur in subcommttee.

Comm ssi oner Davidson stated that the departnent would
provide fiscal notes for nore detail, but did expect reform
opportunities to provide better services for |ess cost.

9:27:48 AM

Comm ssioner Davidson relayed that the departnent had
identified reform efforts already existing and ongoing in
the departnment in 2015, including the "over-utilizer" of
energency services. She furthered that pharmacy reform and

utilization control initiatives had been priorities. She
stated that additional reforns had been included in the
original bill introduced by the governor. Ove the interim

the department had undertaken an effort to bring nationa
health policy expertise and actuarial analysis to the
process. She shared that the resulting report of the work
by the departnment and Agnew Beck Consulting had been
rel eased and could be f ound at :
dhss. al aska. gov/ Heal t hyAl aska/ Pages/ Medi cai d_

Redesi gn. aspx.

Conmi ssi oner Davidson stated that the bill focused on, and
created, an Alaska Medicaid False Cdains Act, which
mrrored the federal statute and provided financial
incentives for individual Al askans who brought fraud to the
attention of the Attorney General. This would allow the
state to recover |losses from fraud and overpaynents. She
relayed that the bill proposed a nunber of reform
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opportunities that had not been included in pervious bill
versions, such as, primary care initiatives, and increased
1115 Waiver opportunities. She stressed that not investing
in a decent behavioral health system inpacted the state in

three different ways: increased incarceration, increased
child-maltreatnent rates, and increased energency room
overutilization. She continued that the bill would create

the public/private opportunity to address the non-urgent
use of emergency room departnments, and the opportunity to
work with the tribal health systemin order to maximze 100

per cent f eder al mat ch  opportunities. One of t hose
opportunities included finalizing a national policy change
issued by Secretary Burwell, of the United States

Departnent of Health and Human Services, in which it had
been proposed to allow states |like Alaska to recoup trave

and accommopdation services, under certain conditions, at
100 percent federal match. Another opportunity was to
expand referred services from a tribal organization to a
service not provided in the tribal system to be considered
for a 100 percent federal natch.

9:32:45 AM

Senat or Hof f man asked whet her t he i ncreased travel
rei mbur senent included Medivac support in rural Al aska.

Comm ssioner Davis replied in the affirmative.

9:33: 06 AM

Co-Chair MacKi nnon asked M. Sherwood to address the
sectional anal ysis.

9:33: 52 AM

M. Sherwood discussed the sectional analysis for CSSB
78(FIN):

Section 1 Adopts intent |anguage related to the
need to redesign the state’s Mdicaid program to
provide financial sustainability, and sets out goals
for redesign of the program

Section 2 Adopts AS 09.10.075, which establishes tine
limts in which a person may or may not bring an
action under new sections AS 09.58.010-09.58.950, the
Al aska Medicaid False Clains Act, and a statute of
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l[imtations. An action nmay be brought within six years
of when the act or omssion was commtted, or three
years after the date when the act or omssion was
known or reasonably should have been known by the
attorney general and departnent, but no action may be
brought for a violation nore than ten years after the
date of violation.

Section 3 Arends AS 09.10.120(a) to include reference
to new subsection AS 09.10.075, creating an exception
for Medicaid fraud action tine limts.

Section 4 Adopts AS 09.58, which establishes Al aska
Medicaid False Caim and Reporting Act (AFMCA). This
section includes several subsections related to
l[itability for certain acts and omssions, civi
actions, rights of participants in such actions,
awards allowed, actions that are not allowed, limts
state lTability, and outlines whi st | ebl ower
protections. This section identifies the fraudul ent or
false acts that can be conmtted by a Medicaid
provi der, a corporation, partnership or individual, or
recipient in effort to defraud the State. This section
also outlines provisions by which a recipient or
provider may reduce the anobunt of liability from
actual damages.

This section also allows a private citizen to
pursue a false claim action in the superior court,
outlines the provision by which they may file a suit
or an extension of tinme in which to bring an action
and the responsibilities and tinme-line in which the
attorney general nust investigate and respond to the
claim This section also identifies the options
available to private persons, should the attorney
general dismss the case due to l|ack of evidence,
including pursuing the suit of their own accord.
Throughout the process, this section states that the
attorney general holds the rights to intervene,
settle, disnmss the case, request i nvestigation
assistance from the department and bring civil action
i n superior court.

This section further allows the attorney general to
i ssue subpoenas to conpel records in connection wth
an investigation, and outlines the courts’ authority
to issue an order to conply and punishnents if the
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Medicaid provider or recipient(s) fail or refuse to
conply with the courts order. Further, by this section
the attorney general may elect to interview and file
or anend a new conplaint based on conduct,
transactions or acts set out in the conplaint.

Further, this section provides protections for
the private person acting as a whistleblower and limt
the liability of the state and outlines tinme limts
for bringing action.

Finally, this section i ncl udes depart ment
regul atory authority, identifies the limts of
punitive damages, and provides definitions related to
this section.

Section 5 Arends AS 37.05.146(c) to include a new
paragraph (88) adding nonetary recoveries from the
Al aska Medicaid False Cains Act to the program and
non- general fund programreceipts definitions.

Section 6 Anends AS 40.25.120, a conform ng amendnent
to include new AS.09.58.010 to existing public records
st at ut es.

Section 7 Amends AS 47.05.010 to include a
requi renent that DHSS develop a health care delivery
nodel that encourages well ness and di sease prevention.

Section 8 Anmends AS 47. 05. 200, Medi cai d Audi ts
statute, changes the nunber of program audits to no
less than fifty per year and adding that the state
shall attenpt to mnimze concurrent state or federa
audi t s.

Section 9 Adopts AS 47.05.200 that the Departnent may
assess interest and penalties on overpaynents,
calculating interest using existing statutory rates.

Section 10 Adopt s AS 47.05. 235, which appl i es
the duty of enrolled Medicaid providers to conduct one
annual revi ew, identify overpaynent and report

findings to the departnment within ten business days,
and create a repaynent agreenment with the state.
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Section 11 Adopts AS 47.05.250, which authorizes
the departnent to develop regulations to inpose civi
fines and sets limts on the anount of the fines.

Adopts AS  47.05. 260, which authorizes the
departnent, after application to the court and a
finding of probable cause, to seize certain real or
personal property of a nedical assistance provider who
has commtted or is commtting nmnedical assistance
fraud, to offset the cost of the alleged fraud. The
court may authorize seizure of real or persona
property to cover the cost of the alleged fraud.

This section provides a list of possible real or
per sonal properti es, i ncl udi ng bank accounts,
aut onobi | es, boats, airplanes, stocks and bonds, and
i nventory.

This section, upon issuance of the court order of
sei zure, prohibits the owners of property from
di sposing of the property, with a provision of good
faith in the event property is sold without witten
perm ssion of the court.

This section further authorizes the forfeiture of any
sei zed property if the Medicaid provider is eventually
convicted of nmedical assistance fraud. This section
provides instructions to the state to sell or return
properties, and depositing funds from disposal of
sei zed properties.

This section also allows for the action of forfeiture
to be joined with any alternative civil or crimnal
action for danmages.

9:39: 57 AM

M. Sherwood continued with the sectional anal ysis:

Section 12 Amends AS 47.07.036 by adding new
subsections (d) — (f) to outline cost contai nment and
ref orm neasures DHSS nust undertake, including seeking
denonstration waivers related to innovative service
delivery nodels, applying for other options under the
Social Security Act to obtain or increase federal
mat ch, and inproving telenedicine for Medi cai d
recipients. This section also requires DHSS to apply
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for an 1115 waiver for a denonstration project for one
or nmore groups of Medicaid recipients in one or nore
geographic area. The denonstration project may
i nclude nmnaged care organizations, conmmunity care
or gani zati ons, pati ent-centered nedical hones, or
ot her innovative paynent nodels.

Section 13 Anmends 47.07.900 (4), Medi cai d
Adm nistration definitions, by renoving the grantee
status requirenment for outpatient comunity nental
health clinics serving Medicaid patients.

Section 14 Amends AS 47.07.900 (17) by renoving
the grantee/contractor status requirenment from drug
and al cohol treatnent centers and outpatient community
mental health clinics. This change, and the one in the
previous section, allows nental health and drug
treatment service providers who do not receive grants
from the departnent to beconme enrolled Medicaid
provi ders and deliver services to Medicaid recipients.

Section 15 Adds a new section to outline court
rule amendnents as a result of enactnent of “section
2, 3, and 4 7 (AMFCA) of this Act.

Section 16 Requires DHSS to collaborate wth
Al aska Tribal health organizations and the U. S. DHHS
to inplenent new federal policy regarding 100% f eder al
funding for services provided to Medicaid-eligible
American Indian and Al aska Native i ndividuals.

Section 17 Requires DHSS to inplenent the primry
care case nmanagenent system authorized wunder AS
47.07.030(d). The purpose of this new systemis to
increase Medicaid enrollees’ use of primary and
preventive care, while decreasing the use of specialty
care and hospital energency departnent services.

Section 18 Requires DHSS to develop a plan to
strengthen the health information infrastructure,
including health data analytics capability, to support
transformati on of the health systemin Al aska.

Section 19 Aut hori zes DHSS to support one or nore
private initiatives designed to reduce nonurgent use
of emergency departnents by Medicaid recipients.
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Section 20 Aut hori zes DHSS to contract with one or
nore accountabl e care organi zations to denonstrate the
use of local, provider-led coordinated care entities
that agree to nonitor care across nultiple care
settings, and that will be accountable to DHSS for the
overall cost and quality of care. DHSS is authorized
to participate in public-private partnerships wth
other purchasers of health care services, and is
required to inplenent an evaluation plan to neasure
t he success of this denonstration project.

Section 21 Instructs DHSS to inmediately anend the
Medicaid state plan to be consistent with this Act,
and submit the amendnents to the federal governnent
for approval.

Section 22 Aut hori zes DHSS to adopt regulations to
i mpl ement provisions of this Act.

Section 23 Provides that Section 4 is effective
conditional on Section 15 receiving a two-thirds
majority vote. The new sections of l|aw creating the
civil Medicaid false clains act do not take effect
unless the indirect court rule change sections of the
bill receive the necessary two-thirds vote.

Section 24 Provides that Section 22 is effective
i mredi at el y under AS 01.10.070(c).

Section 25 Provides that, except for Section 22,
the provisions of this Act take effect on July 1,
2016.

9:44: 08 AM

Senat or Hof f man asked about Section 14, and wondered how it
changed the current system and care for individuals on the
FASD spectrum

M. Sherwood explained that the principal effect the
section wuld bring nore substance abuse treatnent
providers into the Medicaid system He suggested that it
would nake substance abuse treatnent nore readily
avai l able, with shorter wait tines.

Senator Hoffman asked whether the legislation offered any
ot her preventative neasures.
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M. Sherwood referred to Section 7 of the bill, which
addressed the duties of the departnent, which required the
departnment to develop a health care delivery nodel and
encourage wel I ness and di sease preventi on.

Co- Chair MacKinnon directed attention to Page 13, line 16
of the | egislation.

9:47:10 AM

Comm ssi oner Davidson stated that one critical conponent
included in the AgnewBeck report was a denonstration
pr oj ect t hat would be allowed under the proposed
| egi slation for accountable care organization denonstration
projects. She said that accountable care organi zati ons were
a way to be able to mnmmnage the care of a defined
popul ati on.

9:49: 08 AM

Senator O son wondered how many groups provided input in
the crafting of the |egislation.

Comm ssi oner Davi dson responded that the Agnew Beck report
listed all of the participants in the Appendi x and i ncl uded
tribal health providers. She added that the webinars that
had been provided were available on the departnent's
websi te.

Senator O son asked why the provider would be penalized for
over paynments as well as an interest paynent.

9:51: 27 AM

Co- Chair MacKinnon articulated that she was going to send
both Medicaid reform bills to a subcommttee consisting of
the foll ow ng | awmmakers:

Co- Chair MacKi nnon, Chair
Co-Chair Kelly

Vice-Chair M cciche
Senator O son

Senat or Cathy G essel

Co-Chair MacKinnon said that Senator d son and Senator

G essel both had expertise in the nedical field that would
supply additional insight into the bills. She requested
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that Senator O son subnmt his previous question to the
departnment in witten form

9:54:26 AM

Vice-Chair Mcciche wanted 2 questions on the record, but
did not need themto be answered.

Co-Chair MacKinnon asserted that the subcommttee was
created with geographic and regional sensitivities in mnd.
She added that the subconmttee would neet at 1:30pm on
Monday, Wednesday, and Friday into the future.

9: 55: 48 AM

Vice-Chair Mcciche commented that the departnent was the
second highest cost-driver in the state, and shared that he
was very focused on false clains. He believed that it was a
fairness issue for all Al askans. He asked about the statute
of limtations for the reporting of false clains. He asked
for further explanation of Sections 2 and 3. He asked about
the change of the word "relator” to "person", and whether
the definition included state enpl oyees.

9:57:37 AM

Co- Chair MacKinnon referred to Section 4, and asked about
the difference between "false" and "fraud". She asked about
Section 8, and wondered iif the state would have a
menor andum  of understanding (M) with the federal
government to receive federal audit finding results. She
spoke to Section 13, and queried the role of the grantee.

9:58:41 AM

Co- Chai r MacKi nnon directed t he public to
www. akl eg. gov/ BASI S for neeting docunents. She referred to
the sectional analysis and a nmeno from Legislative Legal.
She announced that all legislative staff was welcone to
attend the SB 78 subcommittee neetings.

SB 78 was HEARD and HELD in commttee for further
consi derati on.

9:59: 54 AM
AT EASE
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10: 01: 29 AM
RECONVENED

#sb74
SENATE BILL NO. 74

"An Act relating to permanent fund dividends; relating
to a nedical assistance reform program establishing a
personal health savings account program for nedical
assistance recipients; relating to the duties of the
Departnment of Health and Social Services; establishing
nmedi cal assi st ance denonstration proj ects; and
relating to a study by the Departnent of Health and
Soci al Services."

10: 01: 41 AM

Co- Chai r Kel l'y st at ed t hat Medi cai d had becone
unsustainable in its <current form and needed to be
reformed. He noted that his office had hired a private

contractor to draft a Medicaid reform bill over the
interim the result of which was SB 74. He relayed that the
heart of the bill was the case nanagenent system otherw se

cal l ed managed care, and added that Al aska was one of only
12 systenms that did not have a case nmanagenent system He
relayed that through a case nmnagenent system the state
could regulate enmergency facility wuse, nmake sure that
peopl e were using cheaper, generic prescription drugs as
much as possible, restrict travel for care, and to keep
recipients from engaging in self-referral to specialists
when primary care physicians were sufficient. He said that

the bill contained a feasibility study that would direct
the adm nistration toward privatization. He added that the
bill contained | anguage on fraud prevention and recovery.

10: 06: 38 AM

Co- Chair MacKi nnon pointed out to the conmmttee that there
wer e individuals avail able online for questions.

10: 07: 22 AM

HEATHER SHADDUCK, STAFF, SENATOR PETE KELLY, began the
sectional analysis.

10: 08: 20 AM
AT EASE
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10: 11: 55 AM
RECONVENED

Ms. Shadduck continued discussing the Sectional Analysis
for CSSB 74:

Section 1: Allows the Departnent of Health and
Social Services (DHSS) to enter into a contract
t hrough the conpetitive bidding process under the
State Procurenent Code for durabl e nedical
equi pnent or specific nedical services provided
in the Medicaid program

Section 2: Requires the departnment to establish a
conputerized eligibility verification system to
verify eligibility and to deter waste and fraud.
It also requires DHSS enter into a conpetitively
bid contract with a third-party vendor for the
eligibility verification system

Section 3: Adds new sections establishing civil
penalties for false clainms for nedical assistance
and authorizing the Departnent of Health and
Social Services (the departnent) to assess civi
penal ti es agai nst nedi cal assistance providers.

Section 4: Requires DHSS to design, adopt, and
i npl ement a nedical assistance (Medicaid) reform
program Requires the departnment to prepare and
submt a report about reforns, savings, and costs
related to the Medicaid program Provides for a
definition of “tel enedicine.”

Ms. Shadduck discussed the sub-sections related
to Section 4:

(1) referrals to conmunity and social support
servi ces, including career and education
training services avai |l abl e t hr ough t he
Depart nment of Labor and

Wor kf orce  Devel opnent under AS 23.15, t he
University of Al aska, or other sources;

(2) distribution of an explanation of nedical
assi stance benefits to recipients for health
care services received under the program

(3) expanding the use of telenedicine for primary
care, behavioral health, and urgent care;
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(4) enhancing fraud prevention, detection, and
enf or cenment ;
(5 reducing the <cost of behavioral health
seni or, and disabilities services provided to
reci pients of nmedi cal assi stance under the
state's honme and community-based services waiver
under AS 47.07.045;
(6) pharmacy initiatives;
(7) enhanced care nanagenent;
(8) r edesi gni ng t he paynment process by
i npl ementing fee agreenents that include
(A prem um paynents for centers of
excel | ence;

(B) penal ties for hospi tal -acqui red
i nfections, readm ssi ons, and out cone
failures;

(© bundled paynents for specific episodes
of care; and
(D) global paynents for contracted payers,
primary care managers, and case nmanagers
for a recipient or for care related to a
speci fic diagnosis;
(9) stakeholder involvenent in setting annual
targets for quality and cost-effectiveness;
(10) to the extent consistent wth federal |[aw,
reducing travel costs by requiring a recipient
to obtain nedical services in the recipient's
home  community, to the extent appropriate
services are available in the recipient's hone
conmuni ty.
(b) The departnent shall identify the areas
of the state where inprovenments in access to
telemedicine would be nost effective in
reduci ng the costs of nedical assistance and
i nproving access to health care services for
medi cal assi st ance recipients. The
department shall nmake efforts to inprove
access to telenedicine for recipients in
those locations. The departnent nmay enter
into agreenments with I ndian

Health Service providers, if necessary, to
i nprove access by medi cal assi st ance
recipients to telenedicine facilities and
equi pnment .

(c) On or before Cctober 15 of each year,
the Departnment of Health and Social Services
shal |l prepare a report and submt the report
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to the senate secretary and the chief clerk
of the House of Representatives and notify
t he | egi sl ature t hat t he report IS
avai |l abl e. The report must include
(1) realized cost savings related to
reformefforts under this section
(2) realized cost savings related to
nmedi cal assi st ance reform efforts
undertaken by the departnent other than
the reform efforts described in this
Act ;
(3) a statenent of whet her t he
Depar t ment of Heal t h and Soci a
Services has nmet annual targets for
guality and cost-effectiveness;
(4) recomendations for legislative or
budgetary changes related to nedica
assistance reforns during the next
fiscal year;
(5) changes in federal laws that the
departnment expects wll result in a
cost or savings to the state of nore
t han $1, 000, 000;
(6) a description of any nedical
assi stance grants, options, or waivers
the departnment applied for in the
previous fiscal year;
(7) t he results of denonstration
proj ects t he depart ment has
i mpl ement ed;
(8) legal and technological barriers to
the expanded use of t el enedi ci ne,
i nprovenents in the use of telenedicine
in the state, and recommendations for
changes or investnments that would allow
cost-effective expansi on of
t el emedi ci ne;
(9) the percentage decrease in costs of
travel for medi cal assi st ance
recipients conpared to the previous
fiscal year;
(10) the percentage decrease in the
nunber of nedical assistance recipients
identified as frequent users of
energency departnents conpared to the
previ ous fiscal year;
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(11) t he per cent age i ncrease

decrease in the nunber of
readm ssions wthin 30 days

hospita

hospital stay for nedical assistance

recipients conpared to the
fiscal year
(12) t he per cent age i ncrease

previ ous

decrease in average state genera
spending for each nedical assistance

previ ous

recipient conpared to the

fiscal year;

(13) t he per cent age i ncrease
decrease in unconpensated care

i ncurred by medi cal assi st ance

providers conpared to the percentage

change in private health

i nsur ance

prem uns for individual and snal

heal th i nsurance;
(14) the cost, in state and

funds, for providing optional
under AS 47.07.030(b).
(d) In this section, "telenedicine"
the practice of health care
eval uati on, di agnosi s, consul tati on,

treatment, wusing the transfer of
data through audi o, vi sual ,

servi ces

delivery,

comuni cations that are performed over
or nore |ocations between providers who are
physically separated from the recipient

from each ot her

Section 5: Requires the legislature to approve
any new additional groups added to the Medicaid

programon or after March 23, 2010.

Section 6: Requires the departnent to design and

inplenent a denonstration project to

nonurgent use of energency departnents

Medi cai d recipients.

Ms. Shadduck spoke to subsection 5 of Section 6:

(5) a process for assisting frequent users with plans

of care and for assisting patients in

appointnents with primary care providers wthin

hours after an energency departnent visit;
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10: 20: 49 AM

Ms. Shadduck continued with the sectional analysis:

Section 7: Requires the departnent and the attorney general
to annually prepare a report regarding fraud prevention,
abuse, prosecution, and vulnerabilities in the Medicaid
pr ogr am

Section 8: Requires the departnment to develop one or nore
managed care or case nmanagenent denonstration projects
through a contract with a third party. The nmnaged care
program would be for individuals enrolled in all Medicaid
progr amns.

Ms. Shadduck spoke to the subsections in Section 8:

(b) The department shall enter into contracts with one
or nore third-party primary care case managers,
managed care organi zations, prepaid anbulatory health
pl ans, or prepaid inpatient health plans to inplenent
the project established wunder this section. The
contract nust provide for a fee based on a per capita
expense that is fair and econom cal. The departnent or
adm ni strator shall develop a conprehensive system of
prior authorizations for paynment of services under the
project. However, prior authorization nmy not be
required for nmental health or primary care services.
(c) The departnent or a third-party adm nistrator
shal | designate health care providers or one or nore
teanms of health care providers to provide services
that are primary <care and patient centered as
described by the departnent for purposes of a project
under this section. The departnment or a third-party
adm nistrator shall enter into necessary provider and
fee agreements. For primary care case nmanagers, the
fee agr eenent nmust i ncl ude an i ncentive-based
managenent fee system The fee agreenents nmay not be
based on a fee for service but nust be based on
per f ormance neasures, as determ ned by the departnent.
(d) A project under this section nmust include
addi ti onal cost -savi ng nmeasur es t hat i ncl ude
i nnovations to
(1) reduce travel through the expanded use of
telemedicine for primary care, urgent care, and
behavioral health services; to the extent |ega
barriers prevent t he expanded use of
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tel enedi cine, the departnment shall identify those

barriers;
(2) simplify adm ni strative pr ocedur es for
providers, including streamined audit, paynment,

and st akehol der engagenent procedures.
(e) In this section, "departnent” neans the Departnent
of
Heal t h and Soci al Services.

10: 23: 20 AM

Section 9: Requires the departnment to conduct a study
analyzing the feasibility of privatizing certain
servi ces.

Ms. Shadduck explained that the studies would vary from
item to item exploration into privatizing the Al aska
Psychiatric Institute was one plan, another was be to
privatize certain divisions of juvenile justice facilities,
and certain pioneer hones.

Section 10: Requires the departnent to anend the state
Medicaid plan and apply for any waivers necessary to
i npl enent the projects and prograns described in the
bill. Requires the Comm ssioner of Health and Soci al
Services to certify to the revisor of statutes federa
approval of specified nmeasures.

Section 11: Allows the departnent to adopt regulations
necessary to inplenment the changes made by the Act.
The regulations may not take effect before the dates
the rel evant provision of the Act takes effect.

Section 12: Conditional effects.

Sections 13 - 17: Provides for effective dates for
provi sions that require waiver and state plan
anmendnent approvals from the United States Departnent
of Health and Human Servi ces.

Section 18: Provides an imediate effective date for
sections 9 — 12.

10: 25: 29 AM
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Senat or O son asked about Section 8. He asked whether any
private entities had expressed interest in taking over
heal thcare facilities in the state.

Ms. Shadduck answered in the affirmative. She said that
there was a lot of interest and excitenent fromthe private
sector.

Senator O son wondered whether the interest was comng from
national corporations, as opposed to an Alaska based
private conpany.

MVs. Shadduck replied that the process was legally
prescri bed. The study would sinply reveal feasibility on
the matter. She assunmed that privatization would follow
state procurenent code.

10: 27: 19 AM

Vice-Chair Mcciche observed the fiscal notes attached to
the bill reflected savings beginning in FY18.

Ms. Shadduck responded that the fiscal notes had been
prepared by the admnistration in 2015 and could not speak
to why savings would not begin until FY18.

10: 28: 15 AM
Co-Chair Kelly encouraged the scrutinizing of the bill in
subcomm tt ee. He said that there had been recent

devel opnments that would result in serious savings in 2017

that would inpact the FY18 budget process. He furthered
that the finance conmttee would nove quickly and reserve
substantive policy debates for subcommttee. He asserted
that Medicaid was a huge cost driver for the state, which
suggested that the state was doing a poor job in providing
the service. He concluded that the legislation would
del i ver savings and better care.

10: 31: 07 AM

Vice-Chair M cciche felt t hat the effort woul d take
t eamnor k.

10: 31: 59 AM
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Senat or O son asked about Section 6. He wondered how the
bill addressed the problem of the prescription of narcotics
in the emergency room

Ms. Shadduck replied that there was currently a
prescription drug database, which would continue to receive
fundi ng under the bill.

10: 33: 36 AM

Co- Chair MacKi nnon assigned SB 74 a subcommttee conprised
of :

Co- Chair MacKi nnon
Co-Chair Kelly
Vice-Chair M cciche
Senator O son
Senat or Cei ssel

Co- Chair MacKinnon clarified that both SB 78 and SB 74 were
being referred to the sane subcommttee. She asserted that
the subconmttee would examne valuable pieces and
conponents of each in order to come up with a single
recomrendation for the conmttee to consider. She offered
that the tineline was expected to be one nonth.

SB 74 was HEARD and HELD in conmmittee for further
consi derati on.

Co- Chair MacKi nnon di scussed housekeepi ng.
#

ADJ QURNVENT
10: 35: 33 AM

The neeting was adjourned at 10:35 a. m
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