SENATE FI NANCE COWM TTEE
March 4, 2016
8:44 a. m

8:44: 34 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 8:44 a.m

VEMBERS PRESENT

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

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

VEMBERS ABSENT

None

ALSO PRESENT

Janey  Hovenden, Di rector, Division of Cor por at i ons,
Busi ness and Pr of essi onal Li censi ng, Depar t ment of
Conmer ce, Community and Econom c  Devel opnent; Sar ah
Chanbers, Adm nistrative Operations Manager, Division of
Cor por ati ons, Busi ness and Pr of essi onal Li censi ng,
Department of Commerce, Community and Econom c Devel opnent;
John Skidnore, Director, Crimnal D vision, Departnent of
Law, Jon Sherwood, Deputy Conmi ssioner, Medicaid and Health
Care Policy, Departnent of Health and Social Services; Sana
Efird, Assistant Comm ssioner, Departnment of Health and
Soci al Servi ces.

PRESENT VI A TELECONFERENCE

SUMVARY

SB 74 MEDI CAl D REFORM PFD HSAS/ ER USE/ STUDI ES



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

#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
Department of Health and Social Services; establishing
medi cal assi st ance denonstration proj ects; and
relating to a study by the Departnent of Health and
Soci al Services."

8:44: 58 AM

Co- Chair MacKinnon stated that the purpose of the day's
meeting was to discuss the fiscal notes. She indicated that

the bill would be set aside, as the conmttee was waiting
for a conmttee substitute reflecting the work done the
previ ous day. Some of the fiscal notes were still in draft

form but were being finalized. She asked if there was
anything to come before the commttee before review ng the
fiscal notes.

Co-Chair MacKinnon specified that in the previous day
twenty-seven anendnents were offered of which twenty-six of
them were passed and one was w thdrawn. She relayed that
with the commttee's support she and her staff had divided
the fiscal notes into departnents so that one person could
testify at a time. She invited M. Hovenden from the
Department of Conmmerce, Community and Econom c Devel opnent
(DCCED) to conme to the table to testify.

8:46:41 AM

JANEY HOVENDEN, DI RECTOR, DVISION OF CORPORATI ONS,
BUSINESS AND PROFESSI ONAL LI CENSI NG, DEPARTMENT  OF
COWERCE, COVWUNITY AND ECONOM C DEVELOPMENT, indicated
that with her was Sarah Chanbers, the Division's operations
nanager .

SARAH CHAMBERS, ADM NI STRATI VE OPERATI ONS MANACER, DI VI SI ON
OF CORPORATI ONS, BUSI NESS AND PROFESSI ONAL LI CENSI NG
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DEPARTMENT OF COMVERCE, COVMUNI TY AND ECONOM C DEVELOPIVENT,
i ntroduced hersel f.

Senator MacKinnon clarified that there were tw fisca
notes that the team would discuss. The fiscal notes were
from DCCED. She corrected herself reporting there was only
one fiscal note fromthe departnent.

8:47:45 AM
AT EASE

8:49:24 AM
RECONVENED

Co- Chair MacKi nnon asked Vice-Chair Mcciche to cover the
financial portion of the fiscal note with an Ofice of
Managenent and Budget (QOVB) conponent nunber 2360.

8:49: 49 AM
AT EASE

8: 50: 08 AM
RECONVENED

Vice-Chair Mcciche discussed the draft fiscal note, OVB
conmponent nunber 2360. He reported appropriations for FY 17
in the amount of $443.6 [thousand] for personal services,
$3 thousand for travel, $89.2 thousand for services, and
$25 thousand for commodities. The FY 17 total was $560.8
t housand. He reported that nearly the sanme split mnus
cormmodities each year totaled $607.4 thousand from FY 18
t hrough FY 22.

8: 50: 56 AM

Ms. Hovenden relayed that SB 74 enconpassed the
Prescription Drug Monitoring Program (PDW) portion that
affected the division. She explained that SB 98, the
telenedicine bill, was inported into SB 74.

Senat or MacKi nnon asked Ms. Hovenden to avoid the use of
acronynmns.

Ms. Hovenden continued that the bill would incorporate $443
t housand for one full-time permanent program coordi nator |
to nmanage the PDWP, two full-tinme permanent occupational
l'i censing exam ners, and t wo full-tinme per manent
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investigator Ill's who would help with the telenedicine
portion. The cost of travel was $3 thousand for the program
coordinator to attend two board neetings and to engage with
communities and stake holders in the state opioid control

program The cost of services was $25 thousand for |ega

costs to anmend the regulations, printing, and postage in
the first year. QOher services equaled $12 thousand for
printing and postage to notify prescribers who would be
required to register. The cost of contracts was $2.2
thousand to expand the periodic data matching (PDW
dat abase from nmonthly to weekly. The amount of $108.6
t housand was for legal costs of investigations and appeals
beginning in the second year. There was also a cost of $50
t housand for departnent-w de services support for five new
positions.

8:53:11 AM

Ms. Hovenden discussed commodities. The cost equaled $5
thousand in the first year for conputers, office panels,
office furniture and other one-tine needs for the five new
positions. The division was a receipt supported service,
therefore any fees that were not covered by any grants
woul d be covered by |icensees.

8:53:38 AM

Senator Bishop wondered if the conmmttee was ready for
comments on the fiscal notes.

Co- Chair MacKinnon directed attention to the analysis on
the second page of the fiscal note, remarking that there
was a specific summary of the function of the program She
hi ghlighted that the program was covered by receipts rather
than from general fund (GF) dollars in an effort to nonitor
and nmake Al askans safe as they utilized different opioids
that were prescribed by pharnaci sts.

8:54: 07 AM

Senator Bishop was curious if there was surplus comodities
that could be repurposed to save noney such as furniture
and conput ers.

8:54: 42 AM
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Senator O son renmarked that the amount accounted for travel
did not seem adequate to cover the costs for an
investigator to be able to go in the field to perform
i nvesti gations.

Ms. Hovenden asked the senator to restate his question.

Senator O son pointed to the second |ine down on the fiscal
note after personal services. Travel was funded at $3
t housand. She had tal ked about the nunber of people that
woul d be hired, investigators that would have to travel to
do an adequate job. He did not think $3 thousand was a
sufficient amount of funds.

Ms. Hovenden conmented that the investigations section used
other state investigations whenever possible in order to
avoid traveling. An exceptional case could require an
i nvesti gat or to travel across state lines or for
i nvestigative purposes.

8:56: 04 AM

Senator O son had a question pertaining to the increase for
medical licensing in the State of Alaska because of
telemedicine. He asked if the fee for a person practicing
telenedicine that mght not be in Al aska was the sane as
for a practitioner that resided in-state.

Ms. Hovenden responded that out-of-state practitioners
would be required to pay the sanme fee as an in-state
medi cal |icensee.

8:56:42 AM

Co-Chair Kelly shared that he knew M. Hovenden from
outside of the legislature and welconed her to Senate
Fi nance.

8:57: 06 AM

Co- Chair MacKinnon referred to page 2 of the fiscal note.
The departnment was suggesting that the division had seen a
400 percent increase in nedical license applications since
tel enedicine was expanded through legislation effective
Novenmber 2014. She asked if the percentage nunber was
representative of 1 application, 10 applications, or 100
appl i cati ons.
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Ms. Hovenden deferred to Ms. Chanbers.

Ms. Chanbers stated that the increase that the division had
seen over the previous year and half nade up the sum tota

of all of the physician and other licenses regulated by the
medi cal board which were in the 100s currently for new
applications. An exanple of how the division was able to
identify the increase with telenedicine was that since the
effectiveness of HB 281 [Legislation passed in 2014 - Short
Title: Prescription wi t hout Physi cal Exam nati on]
tel enedi cine conpanies were sending in stacks of 20-30
applications at a time. The division was obliged to |icense
them if they were qualified. She was uncertain at present
if they were all planning to practice under current |aw and
cone to Alaska to perform telenedicine services or were
anticipating the passage of SB 74.

8:59: 01 AM

Co- Chair MacKinnon asked in a nornmal application period,
prior to the bill HB 281 that allowed tel enedicine practice
in Al aska, how many doctors sought licensure in the state.

Ms. Chanbers did not have imedi ate access, but agreed to
provide the conmttee with the information. She thought
t hat typically the division saw about 10-20 new
applications per nonth. The exponential growh exploded
after HB 281 becane | aw.

8:59: 59 AM

Co-Chair MacKi nnon asked how long it took the |icensing
board to approve those applications, and how it was
different currently. She wondered if it took the sane
anount of tine.

Ms. Chanbers responded that typically it took two to three
months to process a physician's application, due to the
anount of docunentation that needed to come from hospitals
with privileges and other licensing jurisdictions. Once the
information was received the division's staff took about
twenty days on average to process the license. Processing
time was outside the division's admnistrative process.
However, in the previous summer the division saw del ays
i ncrease because of the additional workload. The division
had taken several steps admnistratively to mtigate the
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del ays. The division was currently back to the twenty day
processi ng Wi ndow. Any appl i cations t hat needed
investigative review or additional board review due to
mal practice clains or other professional fitness mght take
alittle longer. She summarized that the division went from
eight to twelve weeks to the previous summer taking up to
six nonths. The division had been able to renedy the issue
adm ni stratively, however, there was no additional nmargin
w t hout expansion in staff.

9:01: 38 AM

Vice-Chair Mcciche wondered if the division went from five
to twenty applications. He wondered if the division was

close to licensing several of the providers wanting to
participate in the telehealth industry in Al aska that were
anticipating the passage of the bill. He asked if she

t hought the workl oad would be dramatically reduced once the
conpani es had their physicians |icensed.

Ms. Chanbers thought that any forecasting of nunbers of
tel emedi cine providers would be conjecture. Based on the
interest and the growth in the telehealth business nodel
across the US, she did not believe the division had cone
close to exhausting the nunber of telenedicine conpanies
that would be seeking licensure in all fifty states. She
had seen an increase in the nunber of providers that wanted
to practice in Alaska and did not think telenedicine would
be dimnishing as an Anmerican healthcare nodel any tine
soon.

9:03: 30 AM

Vice-Chair Mcciche remnded the commttee that the costs
were covered by the licensees. He wondered if it would be
hel pful for there to be an out-of-state fee adjustnent for
providers if the costs continued to be a larger proportion
of the burden. He would be supportive of charging out-of-
state physicians a greater |icense fee.

9:04:15 AM

Co-Chair Kelly agreed with M. Chanbers' coment about
telenmedicine not dimnishing as a healthcare nodel well
into the future.

9:04: 29 AM
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Senator O son commented on the 400 percent increase in
applications. He wondered if it was accurate that the
di vision thought there would be roughly 8 thousand to 9
t housand physicians licensed in the State of Al aska.

MVs. Chanbers reported that there were 4.1 thousand
physicians licensed in the state regardless of their
| ocati on. The departnment could only see the anount
expandi ng. However, she did not know if the anmount woul d
increase by 20 thousand or 50 thousand - it would be
difficult to determne. The division was evaluating the
nunbers as well as its experience being as conservative as
possible with the goal of still neeting service |evel needs
that the facilities demanded.

Senator O son commented that a potential investigator would
have to travel. He reiterated his point that the proposed
$3 thousand for travel related to investigation seened
i nsufficient.

9:06: 22 AM

Vi ce-Chair M cci che stat ed t hat t he departnment's
expectation was that the investigations would take place
within the state, and the state would rmake a |icense no
longer wvalid wuntil an investigator was able to do an
eval uation. Further, if it appeared that additional funding
was needed he would support the idea. He encouraged the
departnment to think about it.

9:07:10 AM
AT EASE

9:07: 33 AM
RECONVENED

Co-Chair MacKinnon set aside DCCED s fiscal note. She
directed the commttee to the Departnent of Law s (DOL)
fiscal note conponent 2203. She invited M. Skidnore to the
table. She directed Senator Mcciche to walk through the
hi ghlighted financials on the front of the fiscal note.

Vice-Chair Mcciche indicated the fiscal note was from DOL,
the appropriation was for the Cimnal Division, OB
conponent nunber 2203. The allocation was for the crimna

appeals and special litigation. He detailed the FY 17
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requested appropriation: $316.6 thousand for persona

services, $1.5 thousand for travel, $39.8 for services,
$6.1 for commodities, and $1.5 for capital outlay. The
total FY 17 appropriation request was $365.0 thousand. He
noted that in the out years the nunbers were consistent at
$365 thousand. He relayed that the fund sources included
primarily federal receipts of $273.7 thousand, and GF
dollars in the amobunt of $91.3 thousand.

9:09: 00 AM

Co- Chair MacKi nnon expl ained that the funding source would
be an issue for her. She thought the noney should be
mat ching funds from receipts received fromthe program The
conm ttee would review her concern prior to noving the bill
from commttee. She invited M. Skidnore to walk nenbers
t hrough the details of the fiscal note.

9:09: 22 AM

JOHN SKI DMORE, DI RECTOR, CRIM NAL DI VI SI ON, DEPARTMENT OF
LAW addressed the fiscal note. He explained that the
fiscal note talked about adding a program for the False
Clains Act. He explained the False Cains Act encouraged
citizens to file clainms when they believed there had been
fraud within a Medicaid application either by a recipient
or a provider. It encouraged citizens to nmake clains
because they could benefit from bringing it to the
attention of state governnent. He furthered that the |aw
woul d require the departnent to review the clains, because
any claim brought forward was actually brought forward on
behalf of the state. Additionally, when clains were
reviewed there was one of four outcones. First, the
departnment could decline the claimfromgoing forward if it
was already the subject of a crimnal investigation.
Second, the department could dismss the claim because the
departnment believed it to be frivolous. The third potenti al
outcone was that after reviewng a case the departnent
could determne that the citizen should nove forward with a
conplaint on their own. The departnment would not be
prosecuting a civil action, but a citizen would Iikely have
a lawer that would be acting on their behalf. He noted
that the third option would be the opportunity that would
have the greatest anobunt of benefit to the citizen. The
forth possibility was that the state would look at the
claim decide it was appropriate, and that the state's
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| awers would pursue the claim 1In such a circunstance
there was a greater recovery for the state than for the
citizen.

M. Skidnore referenced one attorney and one paralegal
requested on the fiscal note that were originally intended
to be on the civil side of the Departnment of Law. However
it was determne that the nore appropriate place for them
was in the Medicaid Fraud Control Unit (MCU) for the
Crimnal Division. He thought the benefit for placing the
positions in MFCU was that 75 percent of the unit's cost
was paid for with federal funds. Only 25 percent of the
costs were paid with state funds. He also nentioned that
instead of having just one attorney and one paralegal
assigned there were already two other attorneys that were
within MFCU as well as 10 investigators to allow for nore
resources to apply to the review of cases. Conversely, the
ot her benefit that existed was that the MCU had seen in
t he previous several years an uptick in the nunber of cases
the unit took and the nunber of recoveries received as well
as saving the state in the neighborhood of $30 mllion.
Even if there was not a significant nunber of false clains,
initially, he suggested the additional resources placed
within MFCU could also be used to further prosecute other
cases wthin the wunit that the departnent hoped would
increase the types of recoveries that they were already
seeing on the crimnal side.

9:12: 48 AM

M. Skidnmore concluded that the option in front of the
committee was that if the fiscal note was fully funded it
woul d be the nost robust scenario for Departnent of Law and
for the state in the pursuit of false clainms. He understood
there had been sone questions and concerns about whether
the state and the crimnal division could absorb the costs
wi t hout adding any additional personnel. H's response was
that there was the possibility that the state could attenpt
to absorb them However, in that case, it would not be
possi ble for the departnent to exercise the forth option of
pursuing any clains civilly. The current attorneys would
not have the capacity to do so. The other three options
woul d renmain available. He explained that the difficulty in
maki ng an assessnment would be the nunber of referrals
brought to the Crimnal D vision of the Departnment of Law
He asserted that the departnment could not predict the
nunber of referrals that would be brought to the crimna
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Division. If there were only a few false clains brought to
the departnment spread out proportionately over tine it
woul d not have a dramatic inpact on the division. However
if there were several clainms initiated, wthout the
additional resources, a policy decision would have to be
made as to whether the savings would be worth having to cut
back the funding for crimnal prosecutions or provide the
funding to be nore robust. He made hinself available to the
commttee for questions.

9:14: 22 AM

Senator O son asked about the departnent's position on
using funds to pursue Medicaid fraud cases in |lieu of other
crimnal cases. M. Skidnmore thought that when talking
about Medicaid fraud, MCU was devoted strictly to these
types of cases. The departnent's ability to talk about
other white collar cases. He suggested that because it was
within Medicaid fraud the state had resources to try to go
after those types of cases. As to whether it was crimna

or civil, he explained that crimnal cases had a higher
burden of proof and civil cases had a |ower burden of
proof. Having the civil option would allow the state to

pursue additional fraud clains that it would otherw se have
not been able to pursue civilly.

9:15:43 AM

Senator O son asked if it included being able to recoup
some  of the noney. M . Skidnore answered in the
affirmative. Senator O son clarified that it applied to the
civil portion. M. Skidnore responded affirmatively.

9:15:54 AM

Co- Chair MacKi nnon asked how many attorneys the state had
on the civil side and on the crimnal side.

M. Skidnore provided an approximation of 120 attorneys on
the crimnal side. The crimnal attorneys were spread
across the state in 13 different offices and were
responsible for the prosecution of "street crinmes”
(robbery, nmurder, rape, assaults, and thefts). The sane 120
attorneys included a division that handled the appeals of
the crimnal cases as well as a special prosecutions unit.
The attorneys in that unit handl ed various types of cases
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including child support cases and fish and wildlife cases.
Most of those attorneys were paid for wth reciprocal
service agreenents (RSA's). He did not have the nunbers for
the Gvil Division close at hand but woul d provide them

Co- Chair MacKi nnon woul d reach out herself.

9:17: 30 AM

Co-Chair MacKinnon directed attention to fiscal not e
conponent 2665 and invited Deputy Comm ssioner Sherwood to
the table. She indicated that the remaining fiscal notes
were from the Departnent of Health and Social Services
(DHSS) .

Vice-Chair Mcciche indicated the fiscal note pertained to
the Division of Behavioral Health. He reviewed the FY 17
appropriation request:

Personal Services: $115.9 Thousand

Travel : $ 2.0 Thousand
Servi ces: $ 9.4 Thousand
Comodi ti es: $ 8.1 Thousand
Total Qperating: $135. 4 Thousand

Senator M cciche pointed out that there was a 50/50 match
between federal and G- dollars. He highlighted that in
| ooking at FY 18 and into the future the only reduction was
in coomodities for a total of $127.8 thousand of fset 50/50
bet ween the federal and GF natch.

9:19: 01 AM

JON SHERWOOD, DEPUTY COWM SSI ONER, MEDI CAI D AND HEALTH CARE
POLI CY, DEPARTMENT OF HEALTH AND SOCI AL SERVICES, gave a
brief overview of sonme common information to avoid sone
questions while going through the fiscal notes. He detailed
that DHSS had 13 fiscal notes, many of which were
interconnected and addressed multiple provisions of the
bill. He would do his best to provide an overview of each
note. He had nmany people available for questions on the
phone and in the room He informed conmttee nenbers that
the departnment had not had tine to update the fiscal notes
to reflect the 26 anmendnents that had been adopted the
previous day. The fiscal notes did not include estimtes of
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the financial participation from the Al aska Mental Health
Trust Authority (AVHTA), noting that the Trust had
indicated its willingness to provide support in Mdicaid
reform He enphasized the departnment's deep appreciation of
the support of the Trust and its partnership. The anount
and the specifics of the Trust's participation would be
decided on later in the nonth. The departnent wanted to
respect the Trust's process.

9:20: 54 AM

M. Sherwood addressed fiscal note 2665, stating that the
bill called upon the departnent to coordinate with the
AVMHTA to nmanage a conprehensive integrated behavioral
health system The departnment planned on inplenenting
significant behavioral health performance and would apply
for an 1115 waiver. The fiscal note reflected the cost of
one position in the Division of Behavioral Health to work
on the division's redesign and the 1115 waiver. The
position would also support the contracting efforts with an
adm ni strative services organization once the waiver was
operating. There was an extra cost in the first year in
order to get new equi prent for the new enpl oyee.

9:21: 39 AM

Co- Chair MacKi nnon asked if it was fair to say that there
would be a fiscal note in the group that contained a
negati ve nunber.

M. Sherwood confirnmed that several of the fiscal notes had
negative nunbers, but added there would be sone costs in
sone conponents.

Co-Chair MacKinnon pointed out that all that had been
di scussed were additional state enployees that required
additional investnment versus the fiscal notes wth cost
savi ng neasures. She wanted to clarify that the purpose of
SB 74 was to reformthe systemto provide quality services
to Alaskans but to also reduce or redirect some of the
funds. The cost saving fiscal notes would cone before the
comm ttee.

9:22:29 AM

Vice-Chair Mcciche assuned that with the letter from the
Centers for Medicare and Medicaid Services (CV5) the |eve

Senat e Fi nance Comm ttee 13 03/04/16 8:44 A M



of coverage would be much higher for sone behavioral health
services. He asked if the nunmber was conservative. He also
asked if some of the matches would be higher than 50/50
M. Sherwood confirnmed it was the adm nistrative conponent.
He specified that the higher matches had to do wth
Medicaid services and certain specialized admnistrative
functions. The one being addressed was the genera
adm ni strative match of 50/ 50.

9:23:15 AM

Co-Chair MacKinnon directed attention to fiscal note OWB
conponent nunber 242.

Vice-Chair Mcciche reviewed the fiscal note applicable to
the Division of Health Care Services nedical assistance
adm nistration costs. He relayed the FY 17 appropriation
request :

Personal Services: $355.9 Thousand

Servi ces: $107.9 Thousand
Commodi ti es: $ 37.4 Thousand
Total Operating: $501. 2 Thousand

Vi ce-Chair Mcciche noted a simlar 50/50 fund source match
of federal receipts and G- nonies. On outgoing years there
was a slight increase for personal services and services
and a reduction of commodities bringing the value to
$529.00 in FY 18. The total would decrease to $412.1
t housand in FY 20 and remain the sanme through FY 22.

9: 24: 34 AM

M. Sherwood explained that the fiscal note was for the
departnment's nedical assistance admnistration conponent
where many of the admi nistrative and support conponents for
the Medicaid program were |ocated. Many parts of the bil

i npacted the support conponents including fraud and abuse
prevention, primary care case nanagenent, health hones, the
energency room reduction project, the coordinated care
denonstrations, and the tribal claimng policy change. The
| argest part of the fiscal note is personnel costs. On
position would be added to devel op regul ations, policy, and
work on appeals for fraud provisions. He reported that
typically, the departnent saw an increase in appeals
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activity when changes were made that m ght adversely inpact
provi ders. He expected that the position would be
elimnated after two years. There were two positions that
would be added to work on primary care case nmanagenent,
managed care provisions in Section 18, health hones,
tel enedi cine provisions in Section 19, and the hospital and
energency room reduction project in Section 20. One
position would be added to inplenent and support the new
tribal claimng policy. The state needed to track, process,
and oversee the contract provisions for providers required
to get an enhanced federal match. The departnent i ncreased
its services line by $75 thousand per year to accommpdate a
hi gher appeal s vol une around fraud and abuse which woul d go
to the Ofice of Admnistrative Hearings. He indicated
Director Brodie was avail able for questions.

9:26: 19 AM

Co-Chair MacKinnon reported that the conmttee had been
joined by Senator Hoffrman. She drew the commttee's
attention to the fiscal note, OB conponent nunber 2696
f r om DHSS.

Senator Hoffrman reported being at a conmttee closeout
nmeeti ng.

Vice-Chair Mcciche reported that the fiscal note pertained
to rate review within the Division of Health Care Services
He reviewed the FY 17 appropriation request:

Personal Services: $112.3 Thousand

Ser vi ces: $509. 4 Thousand
Commodi ti es: $ 9.6 Thousand
Total Qperating: $631. 3 Thousand

Vice-Chair Mcciche pointed out there was a 50/50 match
with federal receipts and G- dollars which included one
full-time position. He reported that from FY 18 into the
future there was a reduction in services down to 209.4
thousand and a reduction in comopdities down to $2.0
t housand. The total was $323.7 thousand each year through
FY 22.

9: 28: 08 AM
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M. Sherwood addressed the fiscal note, pointing out that
sections 17, 19, and 20 all contained provisions that would
require paynent reform or innovative paynent nethods. Under
Section 19 the departnment would need to apply for an 1115
denonstration waiver focused on innovative paynent nodels.
The departnent had assuned it would issue a one-tine
contract for $500 thousand in FY 17 to analyze and
i npl ement the paynment nodels and have an ongoing $100
t housand in subsequent years for actuary work for updating
and mai ntaining the rates. The departnent estimated that it
needed one additional position to work on the paynent

reform projects. Section 20 of the bill required that there
woul d be an annual actuarial report on the coordinated care
denonstration projects. The depart nent i ncreased the

ongoi ng actuarial contract by $100 thousand to reflect the
additional work for a conbined ongoing cost for actuarial
services of $200 thousand.

9:29: 34 AM

Co- Chai r MacKi nnon  wonder ed, when M. Sherwood was
providing or presenting to the commttee a range nunber on
the salary schedule, if he was giving nenbers a starting
range or a paynent nethod that was sonewhere in the mddle.
M. Sherwood was unsure, and referred Co-Chair Mackinnon's
guestion to Ms. Efird.

SANA EFI RD, ASSI STANT COW SSI ONER, DEPARTMENT OF HEALTH
AND SOCI AL SERVI CES, relayed that, although she would need
confirmation, the departnent normally budgeted for a step C
allowing for sonmeone that m ght have sone experience, but
not for a high |level position.

Co-Chair MacKinnon asked if M. Efird could confirm the
information for the commttee.

Ms. Efird responded in the affirmative.

9: 30: 53 AM

Co-Chair MacKinnon directed attention to the next fiscal
note, OVB conponent nunber 233.

Vice-Chair Mcciche pointed out that the fiscal note
related to the Division of Public Assistance. He reported
that the FY 17 appropriation request of $854.5 thousand was
a 2-year program of contract services. The fund source was
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conposed of about 10 percent in federal dollars and 90
percent of G- dollars. The only other year of cost was in
FY 18 in the amount of $349 thousand - split simlarly with
a little less that 10 percent of funding from federal
dollars and the remainder from G- dollars. There were no
costs for FY 19 through FY 22.

9:31: 59 AM

M. Sherwood addressed the fiscal note, explaining that two
provisions of the bill affected the D vision of Public
Assi stance. First, section 13 required the departnent to
establish an enhanced conputerized incone asset and

identity verification system to determne fraud and
elimnate duplication of benefits through the use of a
third party vendor. The annual savings to the state
resulting from the system had to exceed the cost of the
system He pointed out that the department had assuned that
it would incur start-up costs of $250 thousand in FY 17 for
est abl i shing an interface bet ween t he departnent's
eligibility system ARES, and the third party system The
departnent al so expected to incur another $400 thousand in
state inplenentation costs for wuser exception testing,
docunent ati on traini ng, i ncreased supports t hr ough
i npl ementation, and simlar needs. The departnent estimated
an annual charge for the service to average $349 thousand
per year with it going live on January 1, 2017. I1f, after
an 18 nonth period, the third party vendor had not
denonstrated savings, the departnment would cancel the
contract. Therefore, the departnent had not shown any costs
beyond FY 18. If there was a denonstration of savings the
department woul d use the savings to continue to finance the
system

9:33: 30 AM

M. Sherwood discussed section 17 of the bill which
directed the departnent to refer Medicaid recipients to
various resources for education and career opportunities.
The departnment had included a one-tinme FY 17 cost of $30
t housand for program notices to be sent to recipients since
it did not have face-to-face encounters with nmany Mdicaid
recipients at the time of application or renewal. Costs
woul d be shared 50/50 with the federal governnent. The
majority of the costs for the third party vendor
eligibility verification system was not subject to federa
fundi ng because the departnment had simlar interfaces built
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into Alaska's Resource for Integrated Eligibility Services
(ARITES) which had already been funded by the federal
governnent at a level of 90 percent. Typically, it would
not give the state additional nonies that were duplicative
of things it had already paid for.

9:34: 44 AM

Co-Chair MacKinnon directed attention to fiscal note OWB
conmponent nunber 2663.

Vice-Chair Mcciche cited the fiscal note appropriation
related to the Division of Senior and Disabilities
Services. He relayed the FY 17 appropriation request:

Personal Services: $ 97.3 Thousand

Tr avel : $ 2.3 Thousand
Servi ces: $186. 8 Thousand
Commodi ti es: $ 2.5 Thousand
Total Qperating: $288. 9 Thousand

Senator M cciche indicated that the funding source was a
90/ 10 split with the federal government picking up the 90
percent portion. The nunmbers increased in FY 18. There was
one position in FY 17 which increased to three positions in
FY 18 costing $318.3 thousand for personal services, $6.9
t housand for travel, $193.8 thousand for services, and $7.5
t housand for commodities. The split in funding was |ess.
The total cost in FY 18 was $526.5 thousand. In FY 19 the
services costs increased fairly dramatically to $540.7
t housand for what he assuned was systens devel opnent. The
total for FY 19 was $873.4 thousand. From FY 20 to FY 22
the nunbers stabilized for a total of $343.3 and becane a
50/50 with federal receipts and a G- match.

9:36: 23 AM

M. Sherwood addressed the fiscal note. He referred to
Section 19 of the bill, which required the departnent to
apply 1915(i) and 1915(k) options which would increase the
federal funds the state received to provide hone and
comuni ty-based services. The fiscal note reflected the
associated admnistrative costs. He continued that the
departnment anticipated having to add positions to plan,
devel op, and manage the two options. One position would be
added in FY 19 [FY 17] to begin the work and two nore in FY
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18 as the departnment began to bring up the prograns. The
departnment believed it was inportant to get the design and
i npl enmentation of the programright, as they would generate
consi derabl e G- savings. The departnent had to ensure that
the eligibility requirenents and service |limts were well
designed and strictly enforced in order to achieve the

savings. In addition to the costs of the positions, the
departnment would have costs associated with nodifying the
aut omat ed service pl an, whi ch was t he managemnent

information system within the division. He estimted that
t he $550, 000 cost would be spread out over the first three
years and would be 90 percent funded with federal dollars.
He pointed out the one-tine cost in FY 19 of $346.9
t housand for assessing individuals for the 1915(i) option

It would apply for individuals comng from grant programnms
to Medicaid where they would not have had an equival ent
assessnment out of the prograns. The costs would be 50
percent funded with G- doll ars.

9: 38: 24 AM

Co-Chair MacKinnon directed attention to fiscal note, OWB
conmponent nunber 2875.

Vice-Chair Mcciche indicated that the fiscal note was the
second pertaining to the Division of Seni or and
Disabilities Services. The allocation was for general
relief/tenmporary assisted living. He indicated that the
fiscal note denbnstrated a savings beginning in FY 19 when
the grants and benefits for operating costs dimnished by
$4.689 mllion fromFY 19 through FY 22.

9:39:19 AM

M. Sherwood addressed the fiscal note, informng the
conmmittee it was the first of three notes that reflected a
100 percent reduction of GF program funding for honme and
community based services resulting from the inplenentation
of the 1915(i) option. The expenditures would be offset in
a later Medicaid fiscal note where the expenses would be
from 50 percent G- and 50 percent federal funds. The note
was for the general relief and tenporary assisted living
home which paid for assisted |living hone care for
vul nerabl e adults who did not qualify for Medicaid hone and
communi ty-based waiver services. Wth the inplenentation of
1915 Medicaid would pay for a substantial anount of the
servi ces covered under the program
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9:40: 02 AM

Co- Chair MacKi nnon asked if the application had been nmade
or was in progress. M. Sherwood replied that with the help
of AVHTA, they had hired a contractor, Health Mnagenent
Associates (HMA), to help the departnent with the issue

The departnent had started having stake holder neetings,
holding conmmttee neetings, pl anni ng, and conducting
prelimnary analysis in addition to both 1915(i) and
1915(k) options. The work had been started but was a
substantial process to plan and inpl enment.

9:40: 47 AM

Co- Chair MacKi nnon suggested that the state needed the
departnment to act efficiently and expeditiously. She
commented that FY 19 seened |ike a conservative date to
start showi ng a savings. She encouraged himto go back and
scrub the nunbers again.

M. Sherwood stated that for the 1915(k) option which was
not reflected in the fiscal note, the departnment did plan
to bring up the issue 6 nonths sooner. Currently, it was in
the process of i npl ementing mgj or changes to the
department's home and comrunity-based wai ver program around
care planning and care coordination, as it would inpact
many of the sane providers. He was cautious of overloading
the system wth change, and pointed out that the
i npl enentati on needed to be done very carefully in order to
achieve the anticipated savings. He acknow edged the
pressure on the departnment and woul d re-assess. He asserted
that there were other things going on in the system that

would limt nmoving as quickly as in sone of the other
ar eas.
9:42: 17 AM

Co-Chair MacKinnon directed attention to fiscal note, OWB
conmponent nunber 2787.

Vice-Chair Mcciche spoke to the third fiscal note related
to the Division of Senior and Disabilities Services. He
reviewed that there was no change in FY 17 and FY 18. In FY
19 there was a savings of $735.2 thousand per year from FY
19 through FY 22.
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9:43: 01 AM

M. Sherwood stated that the fiscal note was the second
showi ng reductions in 100 percent G- funded prograns as a
result of adding the 1915(i) options. The senior grants
paid for adult daycare and in-hone services which would be
covered by 1915 (i) for Medicaid eligible individuals.

9:43: 24 AM

Co-Chair MacKinnon directed attention to fiscal note, OWB
conmponent nunber 309.

Vice-Chair Mcciche addressed the fiscal note associated
with the Division of Senior and Disabilities Services. The
fiscal note denonstrated a savings from the program He
reviewed that there was no change in FY 17 and FY 18. In FY
19 there was a savings of $11.635 million per year from FY
19 t hrough FY 22.

9:44: 05 AM

M. Sherwood nentioned that the fiscal note was the third
of three fiscal notes having to do with 1115(i) [21915(i)]
showing reductions in a grant program He stated that
community devel oprmental disabilities grants provided hone
and conmunity-based services to support individuals wth
devel opnental disabilities who were not served by the
Medicaid Home and Conmunity-Based \Wiver Program He
continued to explain that the 1915 option would allow the
departnment to cover services for individuals through the
Medi cai d program bringing in federal funds.

9:44: 44 AM

Senat or Hoffrman asked where the savings were going to take
place within the state of Alaska. He wondered if they were
primarily in Anchorage, Fairbanks, and Juneau or if they
were throughout the state. M. Sherwood explained that the
savi ngs woul d apply to people wth devel opnent al
disabilities living throughout the state. He offered to
provide the commttee wth the breakout, as services were
avai |l abl e throughout many parts of Al aska.

9: 45: 26 AM
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Co-Chair MacKinnon directed attention to the DHSS fiscal
note, OWVB conponent nunber 317.

Vice-Chair Mcciche noved to the fiscal note pertaining to
departnmental support services wthin the Comm ssioner's
office. He reviewed that there was a one-tinme cost for
services in FY 17. It was an expense for contract services
for $575 thousand funded with G- dollars. He reported no
costs from FY 18 through FY 22.

9:46: 09 AM

M. Sherwood stated that Section 27 of the bill directed
the departnent to conduct feasibility studies for
privatizing the pioneer hones, certain D vision of Juvenile
Justice facilities, and the Al aska Psychiatric Institute
(APl'). The current fiscal note did not reflect the previous
day's anendnent regarding the feasibility studies for API
The departnent estimated needing $575 thousand in GF
dollars to conduct feasibility studies for the pioneer
homes and the Juvenile Justice facilities. An additional
$160 thousand in G- in FY 17 was needed to conduct a
feasibility study for privatizing API.

9:47:11 AM

Senator Hoffman asked about the backlog for deferred
mai nt enance on all of the pioneer hones. M. Sherwood did
not have the nunber readily available, but he could provide
it. He commented that it was not an insignificant nunber.

9:47:39 AM

Co- Chair MacKinnon asked M. Sherwood to provide the
information to the commttee.

9:47:52 AM

Co-Chair MacKinnon directed attention to fiscal note, OWB
conmponent nunber 320.

Vi ce-Chair M cciche signified that the fiscal not e
correlated to departnental support services. He reported
that the total operating cost for FY 17 was $121.5
t housand. The total for FY 18 and into the future was
$111.5 thousand per year. There was a higher GF match in FY
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17 and in FY 18 and in the out years the funding was a
50/ 50 match of federal receipts and G- noni es.

9:48: 41 AM

Co-Chair MacKinnon asked if there were any full-tine
posi tion changes.

Vice-Chair Mcciche confirmed that there was a full-tinme
position hired in FY 17 and continued out through FY 22.

9:48: 56 AM

M. Sherwood relayed that the fiscal note was for the
departnment's financial rmanagenent services. Section 17 of
the bill directed the departnment to prepare a report by
Novenber 15th of each year with a nunber of conplex netrics
t hat spanned across progranms and data systens. He conveyed
that to plan, develop, and nmanage the new reporting
requi renent the departnment would add one new position
beginning in FY 17. The cost was 60 percent G- and 40
percent federal funds. He confessed that as he was
reviewing his notes to prepare for the neeting he realized
he had carried a 50/50 match in the out years. He would
revise the fiscal note when the departnment submtted its
revisions for the anendnents. The reason the portion of GF
dollars equaled 60 percent was that a blended match rate
was used for nultiple prograns.

9:50: 12 AM

Co- Chair MacKi nnon asked if the departnent already had new
software wth t he ability to make bl ended rate
cal cul ati ons.

M. Sherwood deferred to Ms. Efird.

Co- Chai r MacKi nnon requested an answer in writing.

9:50: 56 AM

Co-Chair MacKinnon directed attention to fiscal note, OWB
conmponent nunber 2660.

Vice-Chair Mcciche reviewed the conplex fiscal not e

pertaining to Behavioral Health Medicaid Services. He
reported that the FY 17 ask was $315 thousand split evenly
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between federal and state G- receipts which included $2.7
mllion from the governor's FY 17 request and net by
federal receipts. Operating costs increased in FY 18 to
$4.9 million, in FY 19 to $9.9 mllion, in FY 20 to $14.2
mllion, in FY 21 to $19.065 mllion. The operating costs
for FY 22 renmained at $19.065 nmillion. He pointed out that
the federal receipt matches would increase in FY 18 through
FY 22: the federal governnment's portion would be $17
mllion and the state's GF portion would be $1.2 nillion.

9:52:18 AM

Co- Chair MacKi nnon asked if there was any estinated capital
for the project.

Vice-Chair Mcciche stated that the estimated capital for
FY 17 was $3 million.

Co-Chair MacKi nnon expressed appreciation for Senator
M cciche review ng the nunbers with the commttee.

9:52: 54 AM

M. Sherwood pointed out that the behavioral health note
was the first of the three fiscal notes to address Medicaid
Services. The fiscal note reflected two different parts of
the bill. The first was the provision to nanage a
conprehensive integrated behavioral health program and do
an 1115 denonstration waiver. The second was to inplenent
the new federal policy on 100 percent federal claimng for
tribal services. He pointed out several different types of
expenses. There were increases to the grants and benefits
line to reflect an increase in Mdicaid expenditures
related to reform of the behavioral health system and
eventually to cover larger substance abuse treatnent
facilities under the 1115 waivers. The fiscal not e
reflected a blended match rate for different Medicaid
popul ati ons whose federal match rate varied between 15
percent and 100 percent. The waiver began in FY 18 and grew
over tine. There were increases in the services line to
reflect the <cost of paying an admnistrative services
organi zation to develop and manage a network of providers,

manage utilization, nonitor outcones, and audit for fraud,
waste, and abuse. The fund source was 50 percent federa

and 50 percent GF dollars. The contract would begin in FY
18.
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M. Sherwood detailed a 2-year cost in FY 17 and FY 18 for

a consulting contract in the services line to assist the
departnment in designing and inplenmenting the managed
behavi oral care system and to develop the 1115 waiver - a

50 percent federal and 50 percent G- funds match. He
di scussed ongoing Medicaid Mnagenent Information System
(MM'S) operations support in the services |line beginning in
FY 17 split 50/50. He noted that the expenses were
summari zed on the table of page 3 of the fiscal note.

M. Sherwood explained that the fiscal note also addressed
a capital need of $3 mllion for one-tine MMS system
changes. He noted that the other portion of the fiscal note
reflected 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 clainmng from
the 50 percent federal claimng. Although the shifts did
not affect total expenditures, they did inpact the fund
sources for the behavioral health Medicaid. He directed
attention to the bottom of page 3 of the fiscal note that
showed the departnment's projections of the shift for
behavi oral health.

9:55:29 AM

Co- Chair MacKi nnon asked the conmttee nenbers to review
fiscal notes, OVB conponent nunber 2077 and OVB conponent
nunber 2662, which would be taken up the foll ow ng Monday.

Co- Chair MacKi nnon asked the departnent to "scrub their
nunbers” and commented that it seened |like the departnent
had several new enpl oyees and not many cost savings on the
fiscal notes that had been reviewed. She suggested the
deportnment needed to be nore conservative wth its
expenditures. She thought the departnment had been a little
aggressive on the personnel side to acconplish a savings.

9:56: 30 AM

Co-Chair Kelly comented on Senator MacKinnon's renmarks.
The departnent added a total of 27 people anticipating a
significant savings in the out years due to the adoption of
sone of the waivers capturing additional funds. He
suggested that the bill would be back in the senator's
possession as the conmttee noved the bill out. He was
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happy to let the administration "piggy back" on his bill
but he was concerned that the |egislature had not received
estimations on sone of the proposed reforns. He listed
savings from telenedicine, eligibility verification, and
care coordination. He expressed interest in learning nore
about travel costs. He suspected that there would not be
the anticipated savings he had hope for in FY 17 but would
achieve a long-term savings. He did not want the bill to
nove forward without all of the inportant information. He
noted the nore private sector piece that had been
di scussed. He wanted better nunbers.

9:59: 03 AM

Co- Chair MacKinnon thought there would be a conmttee
substitute com ng out and her staff would provide a copy to
commttee nenbers. She was unsure if the bill would be
ready to nove from committee on the followi ng Mnday. She
menti oned scrubbing the nunbers, as they were not what the
comm ttee had expected.

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

#
ADJ OURNVENT

9:59: 52 AM

The neeting was adjourned at 9:59 a.m
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