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S E N A T O R  LYDA G R E E N

SENATE BILL 41 
SPONSOR STATEMENT

An Act relating to medical care and crimes relating to medical care, including medical 
care and crimes relating to the medical assistance program

Since 1999, the costs of the Medicaid program have risen throughout the nation at an average 
rate of 11 percent per year. Alaska’s Medicaid program has averaged annual increases of 20 
percent, or more than $100 million per year, bringing the total projected program costc in 
FY2004 to just under $1 billion ($695 million in federal funds and $289 million in state funds).

Factors such as increased participant enrollments, increased use of health services, and the 
increasing costs of pharmaceuticals and long-term care are the greatest contributors to the rise 
in Medicaid program costs. While we have limited ability to contain these cost factors, we can 
control program integrity by targeting waste and fraud.

Nationally, the error rate of overpayments in the Medicare program is 7 percent, a number that 
could be inferred to the Medicaid program as well. In addition, the commonly held perception of 
the amount of fraud committed against the Medicaid program nationwide is 10 percent. 
Whether these two numbers are inclusive of one another or should be compounded, they 
represent a sizeable amount of spending -  between $70 and $170 million -  in Alaska’s 
Medicaid program on activities that are, at best, questionable and at worst, criminal.

To preserve the integrity and fiscal viability of Alaska’s Medicaid program, the system should be 
held to rigorous controls and frequent scrutiny. Relevant laws should be in place to prosecute 
those who commit fraud and abuse related to medical care. Alaska has no specific health care 
criminal theft statutes. Currently, in order to prosecute those who commit Medicaid fraud, 
prosecutors must use criminal statutes related to actions coincidental to the misconduct. Alaska 
theft statutes require proving the conduct was intentional, a very high standard to meet for a 
crime where there is no crime scene or physical evidence. Consequently, there have been 
relatively few prosecutions. Senate Bill 41 provides the legal tools for the fiduciaries of the 
Medicaid program to establish program integrity and maintain maximum fiscal control.

The legislation establishes three specific crimes of misconduct involving Medicaid services, 
defines the actions constituting those crimes, and classifies the type of crime committed as 
either a felony or a misdemeanor. It clarifies the circumstances under which controlled 
substances may be prescribed. It requires independent financial audits to identify errors, 
overpayments, and criminal violations made to, or by, Medicaid providers and requires 
administrative action within 90 days of receipt of each audit. It completes the loop between the 
Department of Health and Social Services and the Department of Law by requiring copies of all 
audits be provided to the Attorney General and by directing the Attorney General to notify the 
Department of Health and Social Services of any charges of misconduct filed against a 
Medicaid provider. Such notice requires the Department to suspend payment to, and undertake 
a complete review of, that provider. Finally, Senate Bill 41 provides that financing of the audits 
may be made from the recovery, due to the audits, of misspent funds.
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It is vital that the State of Alaska administer its Medicaid program in a manner that ensures 
effective, long-term cost containment while providing medically necessary services to its 
intended recipients. Medicaid providers must operate honestly, responsibly and in accordance 
with the law. Those who do not should be held accountable. Senate Bill 41 provides the State 
with the means to better implement this philosophy.



SB 41: “An act relating to medical care and crimes relating to medical care, including medical care and crimes relating to the medical assistance program
Section 1.A S  17.30.080(a) is amended to require that administration, prescription, dispensing, and distribution o f  a controlled substance must be for a puipose that is “ solely m edical.”  It further adds that such authorized use o f  a controlled substance must be “ reasonably necessary for treatment”  and “ provided within the usual course o f  professional m edical practice.”

A S  17.30.080 (b) is amended to add that the attorney general shall notify the com m issioner o f  health and social services o f  any charge against a M edicaid  provider for m isconduct involving a controlled substance.
Section 2.A  new subsection (c) is added to A S  17.30.080 to require the com m issioner o f  health and social services to im m ediately suspend payment to, and undertake a com plete review o f, any M edicaid  provider charged by the attorney general with misconduct involving a controlled substance.
Section 3.This section puts new language in A S  47.07.010 amending the purpose o f  the statutes that govern the State’ s M edicaid  program.

The puipose is amended to clarify  that care provided to needy persons at public expense must be appropriate and cost-effective; that providers o f  care to such persons must operate with honesty and integrity and be held accountable i f  they do not; and that the department o f  health and social services administer this chapter for effective, long-term cost containm ent w hile providing m edically necessary services to recipients.
Section 4.A S  47.07.074(a) is amended to change “ health facility”  to “ provider,”  and broadens the statutory reference to include all o f  A S  47.07 (“ this chapter.” ) The current statute is specific to payments to health facilities.
Section 5.Adds new subsections to A S  47.07.074 regarding audits and inspections.

Subsection (c) requires the department o f  health and social services to contract for annual independent audits o f  M edicaid providers. It defines the parameters under w hich selections ;cr audit shall be made, and defines the qualifications o f a contractor awarded under this section.
Audit parameters:• Shall be determined by D H S S , but m ay not be fewer than four percent o f  all enrolled and participating providers.• M ust include both on-site and desk audits.• M ust be o f a variety o f  provider types.• The ratio o f on-site audits and desk audits to total audits selected shall be determined by the audit team given the advice o f  the com m issioner.



A t least one member o f  the contracted audit team must:• Be an attorney licensed to practice A laska law .• H ave been engaged in the active practice o f  law in A laska for 5 o f  the preceding 10 years.• Have significant experience in criminal prosecutions.
Subsection (d) requires copies o f  all audit reports be provided to the attorney general. A lso , the department o f  health and social services shall begin administrative proceedings to recoup identified oveq^ayments within 90 days o f receiving each audit report, unless the attorney general advises that a provider is being, or will be, ir. estigated for crim inal activity as a result o f  the audit.
Subsection (e) indicates legislative intent that the State’ s share o f  recovered overpayments be deposited and accounted for in a separate fund, a portion o f which m ay be appropriated to the department to pay for the annual audits.
Subsection (f) gives the m eaning o f “ provider”  as that found in the new section 47.07.790 (definitions).

Section 6.This section establishes new criminal statutes relating to m isconduct involving M edicaid  services. There are crim es in the first degree, second degree, and third degree with classifications ranging from a class B felony to a class A  misdemeanor.
L ik e  its counterpart under section 1 o f this bill, A S  47.07.730 is added to require the com m issioner o f  health and social services to immediately suspend payment to, and undertake a com plete review o f, any M edicaid  provider charged by the attorney general with a M edicaid crim e.
D efinitions specific to the new criminal statutes are set forth in the new section A S  47.07.730. The M edicaid crim es are as follow s:
A S  47.07.700. M isconduct in the first degree is a class B  felony if  a person know ingly:1) makes false statements in a M edicaid provider enrollment application used to determine eligibility;

2 ) conceals or withholds information the person knows would affect a benefit or payment;3) uses any part o f  any payments received on behalf o f  another for other than what and for whom it was received;4) makes false statements regarding the condition o f  a health facility;5) makes false statements regarding any information required to be provided by law, regulation, ordinance, rule, or provider agreement pertaining to M edicaid; or
6) provides a product or service that is m edically inappropriate or otherwise harm ful.



m m m " Sectional sis of Senate Bjll 41A S  47.07.710. M isconduct in the second degree is a class C  felony i f  a person know ingly:
1 ) requires additional remuneration as a condition to providiub i jrv ice  to a M edicaid  recipient i f  any part o f the cost o f  the service is paid for under the M ed icaid  program;
2) presents a claim  for payment for a service provided by a person who is not licensed to provide the service;
3) makes a claim  for a product or service not provided, not approved, or provided by a practitioner not acting within the usual course o f  professional m edical practice or generally accepted standard o f care;4) engages in deception with the enrollment o f  a M edicaid  eligible individual, or deceptively markets a person’ s services to a M edicaid  eligible individual; or5) falsifies incom e or expense documents used to determine a rate o f  payment for a product or service claim ed to have been provided.

A S  47.07.720. M isconduct in the third degree is a class A  misdemeanor if  a person know ingly or recklessly:
1 ) fails to provide the correct type o f  license or identification number o f the licensed health care provider who provided the service; or
2 ) fails to provide a benefit or service to an individual, or information to the department or other state agency, that is required by law, regulation, or contract.

Section 7.Repeals A S  47.07.074(b) that currently reads:“ The department m ay establish the scope and tim ing o f audits under this chapter. T he department m ay provide that audits w ill be conducted less frequently than annually.”
This language is rendered unnecessary by the new audit provisions o f A S  47.07.074(c) established in section 5 o f  this bill.
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S U B JE C T : M edical care and crimes relating to m edical care, including medical care and crimes relating to the m edical assistance program (SB  41)

FR O M :
T O :

Terri Lauterbach Legislative Counsel
Senator Lyda Green Attn: Janey

Y o u  have requested a sectional summary o f  the above-described biil.
A s a preliminary matter, please note that a sectional summary o f  a bill should not be considered an authoritative interpretation o f  the bill and the bill itself is the besf statement o f  its contents. I f  you would like an interpretation o f  the bill as it may apply to a particular set o f  circum stances, let me know.
Section 1. The first sentence o f  A S  17.30.080(a) is amended to require that administration, prescription, dispensing, and distribution o f  a controlled substance must be for a purpose "that is solely m edical." C uT en t law says these activities m ay not be performed "other than for a medical purpose." i do not know how a court would interpret the difference, i f  any, between "solely medical" and "not [for] other than a medical puipose." The second sentence o f  A S  17.30.080(a) is new language that requires that use o f  a controlled substance "must be reasonably necessary for treatment" and provided within the usual course o f  professional medical practice..." This new language does not appear to allow  use o f  controlled substances for research projects. See, for instance, the definition o f  "practitioner" in A S  11.71.900, which is a definition used for the M edicaid program on the last page o f  this bill. The definition o f  "practitioner" in A S  11.71.900 uses the phrase "in the course o f  professional practice or research in the state." Y o u  may wish to consider whether "research" purposes should be added to A S  17.30.0S0 in order to harmonize these laws.

A S  17.30.080(b) is amended to require notification to D H S S  when the A G  files a charge under this section.Section 2 . This bill section adds a new subsection to A S  17.30.080 that require D H S S  to take certain actions upon receiving the A G 's  notice under A S  17.30.080(b).



Senator Lyda Green January 31, 2003 Page 2
Section 3. This bill section puts new language in the "purpose" section that appears in the chapter o f  the A laska Statutes that governs the state's M edicaid program.
Section 4. This bill section substitutes "provider" for "health facility" and broadens the statutory reference to include all o f  AS 47.07 ("this chapter").
Section 5. T his bill section requires DHSS to contract for annual independent audits o f  M edicaid providers. The new subsection (e) on page 4 indicates a legislative intent to use money obtained from overpayments discovered by these audits to pay for future auditing contracts.
Section 6. This bill section establishes new crim inal statutes relating to misconduct involving M edicaid services. There are crimes in the first degree, second degree, and third degree with classifications ranging from a class B  felony to a class A  misdemeanor. A s  with the amendments under bill section 1, the A G  is required to notify DHSS i f  charges are filed under these new criminal statutes, and DHSS is required to take certain actions upon receiving the A G 's  notice.
Section 7. In light o f  the new auditing provisions established in sec. 5 o f  this b ill. sec. 7 repeals A S  47.07.074(b), which currently reads as follow s: "The department mayestablish the scope and tim ing o f  audits under this chapter. The department m ay provide that audits w ill be conducted less frequently than annually."
T M L an ed03-086.tned



S B  41: ‘'An act relating to medical care and crimes relating to medical care, including medical care and 
crimes relating to the medical assistance program."

Section 1.A S  17.30.080(a) is amended tc more clearly define “ medical purpose" as reasonably necessary and within the usual course o f  professional medical practice and within a standard o f professionally recognized medical care.
Intent is to discourage unnecessary prescriptions and contain costs.

Legal Counsel Note: cautions that the change in language from “ other than for a medical purpose”  to “ other than for a purpose that is solely m edical”  may preclude the use o f controlled substances for research.
S ta ff Question: Does not “ the usual course o f  professional medical practice”  include research?
Subsection (b) is amended to add that the attorney general shall notify the com m issioner o f health and social services o f  any filing against a M edicaid provider under subsection (a).

Section 2.A  new subsection (c) is added to A S  17.30.080 to require the com m issioner o f health and social services to im mediately suspend payment to, and undertake a com plete review o f, any M edicaid provider noticed by the attorney general under subsection (b).
Intent is to provide a further mechanism for the state to discover abuse and fraud by Medicaid 
providers and to recover overpayments.

Section 3.T his section puts new language in A S  47.07.010 amending the puipose o f  the statutes that govern the State’ s M edicaid program.
The puipose is amended to clarify that care provided to needy persons at public expense must be appropriate and cost-effective; that providers o f care to such persons must operate with honesty and integrity and be held accountable i f  they do not; and that the department o f  health and social services administer this chapter for effective, long-term cost containment while providing m edically necessary services to recipients.
Intent is to set the groundwork for the cost recovery actions and the criminal portions o f the 
chapter.

Section 4.A S  47.07.074(a) is amended to change “ health facility”  to “ provider,”  and broadens the statutory reference to include all o f  A S  47.07 (rather than A S  47.07.070 specifically).
Intent is to capture all Medicaid providers under the audit and inspection rules, not just those 
that meet the definition o f a health facility. “Medicaid provider" is defined in a new section 
added under section 6 o f this bill (47.07.790).



mS ki!) Overview sectiorial analysis for general'descri|ition of SB 41 ~

Section 5.A dds new subsections to A S  47.07.074 regarding audits and inspections.
Subsection (c) requires the department o f  health and social services to contract for annual independent audits o f  M edicaid providers. It defines the qualifications o f  a contractor awarded under this section, and defines the parameters under which selections for audit shall be made.
Subsection (d) requires copies o f all audit reports be provided to the attorney general. A lso , the department o f  health and social services shall begin administrative proceedings to recoup identified overpayments within 90 days o f  receiving each audit report, unless the attorney general advises that a provider is being, or will be, investigated for criminal activity as a result o f  the audit.
Subsection (e) indicates legislative intent that the State’ s share o f  recovered overpayments be deposited and accounted for in a separate fund, a portion o f  which m ay be appropriated to the department to pay for the annual audits.
Subsection (f) identifies the meaning o f “ provider”  as defined in the new section 47.07.790.
Intent is to provide for independent audits o f Medicaid providers to allow for maximum 
recovery o f overpayments and identification o f abuse and fraud.

Section 6.T his section establishes new criminal statutes relating to misconduct involving M edicaid. A S  47.07.700 M isconduct in the first degree is a class B  felony. A S  47.07.710 M isconduct in the second degree is a class C  felony. A S  47.07.720 M isconduct in the third degree is a class A  misdemeanor. Each crime o f  misconduct is defined in detail.
Like its counterpart under section 1 o f this bill, A S  47.07.730 is added to require the com m issioner o f  health and social services to immediately suspend payment to, and undertake a com plete review o f, any M edicaid provider charged by the attorney general with a M edicaid crim e.
Intent is to provide a further mechanism for the state to discover abuse and fraud by Medicaid 
providers and recover overpayments.

T his section also provides definitions specifically for A S  47.07.700-47.07.790 (? circular reference ?)
Section 7.Repeals A S  47.07.074(b) which is rendered unnecessary by the new audit provisions o f A S  47.07.074(c).
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th em  a l i g n e d  an d  n o t  d u p l i c a t i v e .  She a s k e d  a  r e p r e s e n t a t i v eSENATE HES COMMITTEE - 3 - Novem ber 8 , 2001
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a f t e r  17 y e a r s  w i t h  t h e  I n d i a n  H e a l t h  S e r v i c e  a n d  h a s  w o r k e d  w i t h  
t h e  A l a s k a  N a t i v e  T r i b a l  H e a l t h  C o n s o r t i u m .

MR. JOEL NEIMEYER, p r o g r a m  m a n a g e r  f o r  t h e  H e a l t h  F a c i l i t i e s  
P r o g ra m ,  i n f o r m e d  t h e  c o m m i t t e e  t h a t  s i n c e  S e p t e m b e r  o f  1 9 99 ,  h e  
h a s  b e e n  w o r k i n g  w i t h  t h e  D e n a l i  C o m m is s io n  on  i n f r a s t r u c t u r e ,  
o r i g i n a l l y  w i t h  r u r a l  e n e r g y  p r o j e c t s .  When t h e  h e a l t h  c a r e  
p r o g r a m  s t a r t e d  d e v e l o p i n g ,  i t  was  c o n s u m i n g  s o  much t i m e  h e  
becam e  t h e  H e a l t h  F a c i l i t i e s  P r o g r a m  M a n a g e r .

CHAIRWOMAN GREEN a s k e d  Mr. N e i m e y e r  i f  h e  s p e n t  a l l  17 y e a r s  w i t h  
t h e  I n d i a n  H e a l t h  S e r v i c e  (IHS) i n  r u r a l  A l a s k a .

MR. NEIMEYER s a i d  a l l  b u t  t h r e e  y e a r s ,  w h i c h  h e  s p e n t  i n  W e s t e r n  
W a s h i n g t o n .  He n o t e d  t h a t  h e  w o u l d  a d d r e s s  f o u r  b u l l e t s  i s s u e s ,  
o n e  b e i n g  t h e  r o l e  o f  t h e  s t a t e  a n d  f e d e r a l  g o v e r n m e n t ,  t h e
D e n a l i  C o m m is s io n  a n d  N a t i v e  n o n - p r o f i t  h e a l t h  c o r p o r a t i o n s  i n  
r u r a l  h e a l t h  c a r e .

F i r s t ,  t h e  D e n a l i  C o m m is s io n  was c r e a t e d  b y  f e d e r a l  l e g i s l a t i o n  
i n  1998 t o  l o o k  a t  t r a i n i n g ,  e c o n o m i c  d e v e l o p m e n t ,  a n d
i n f r a s t r u c t u r e  d e v e l o p m e n t .  The  l e g i s l a t i o n  a l l o w s  t h e  C o m m is s io n  
t o  w ork  w i t h  many d i f f e r e n t  p a r t n e r s  i n  many d i f f e r e n t  a r e a s .  The 
l e g i s l a t i o n  e s t a b l i s h e d  a n  a d m i n i s t r a t i v e  c a p  a t  5 p e r c e n t ,  w h ic h  
d o e s  n o t  a l l o w  t h e  C o m m is s io n  t o  r u n  i t s  own p r o g r a m .  T h a t  c a p  
f o r c e s  t h e  C o m m is s io n  t o  f i n d  p a r t n e r s  who a r e  a l r e a d y  d o i n g  t h e  
w ork  a n d  h a v e  t h e  same m i s s i o n .

CHAIRWOMAN GREEN a s k e d  who a  t y p i c a l  p a r t n e r  w o u ld  b e .

MR. NEIMEYER s a i d  t h a t  v a r i e s  b y  i n t e r e s t .  I n  t h e  D e n a l i
C o m m i s s i o n ' s  h e a l t h  c a r e  p r o g r a m ,  i t s  two p r i m a r y  p a r t n e r s  a r e  
t h e  S t a t e  o f  A l a s k a  a n d  t h e  A l a s k a  N a t i v e  T r i b a l  H e a l t h
C o n s o r t i u m .  I n  t h e  C o m m i s s i o n ' s  r u r a l  e n e r g y  p r o g r a m ,  i t  
p r i m a r i l y  p a r t n e r s  w i t h  t h e  A l a s k a  E n e r g y  A u t h o r i t y  a n d  t h e  
A l a s k a  V i l l a g e  E l e c t r i c  A u t h o r i t y .  He s a i d  i n  1 9 9 9 ,  C o n g r e s s  
p a s s e d  l e g i s l a t i o n  [ P . L .  1 0 5 - 2 7 7 ]  t h a t  am ended  t h e  D e n a l i
C o m m is s io n  a c t  a n d  f o c u s e s  i t  p a r t i c u l a r l y  on  h e a l t h  c a r e  
p r o g r a m s .  I t  g i v e s  t h e  C o m m is s io n  t h e  a u t h o r i t y  t o  p l a n ,  d e s i g n

fro m  th e  D e n a l i  C o m m issio n  to  p r e s e n t  t o  th e  c o m m itte e .
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a n d  c o n s t r u c t  h o s p i t a l s ,  m e n t a l  h e a l t h  f a c i l i t i e s ,  e l d e r  c a r e ,  
c h i l d c a r e ,  a n d  p r i m a r y  c a r e  f a c i l i t i e s .

MR. NEIMEYER s a i d  o n e  o f  t h e  f i r s t  t h i n g s  t h e  D e n a l i  C o m m is s io n  
d i d  when t h a t  l e g i s l a t i o n  p a s s e d  was  t o  p u t  t o g e t h e r  a  s t e e r i n g  
c o m m i t t e e  t o  do  a  n e e d s  a s s e s s m e n t  o f  p r i m a r y  c a r e .  I t s  o r i g i n a l  
p a r t n e r s  w e r e  t h e  A l a s k a  N a t i v e  T r i b a l  H e a l t h  C o n s o r t i u m  a n d  
I n d i a n  H e a l t h  S e r v i c e .  The g o a l  o f  t h e  n e e d s  a s s e s s m e n t  was  t o  
q u a n t i f y  w h a t  t h e  p r i m a r y  c a r e  n e e d s  a r e  a c r o s s  t h e  s t a t e .  They  
c h o s e  t o  l o o k  a t  288 c o m m u n i t i e s  w i t h o u t  a n  i n - p a t i e n t  c a r e  
f a c i l i t y  a t  t h e  h o s p i t a l  a n d  more  t h a n  20 y e a r - r o u n d  r e s i d e n t s .  
The  s t u d y  r e s u l t s  d e t e r m i n e d  a  n e e d  f o r  $253 m i l l i o n  t o  a d d r e s s  
p r i m a r y  c a r e  f a c i l i t i e s  s t a t e w i d e .

CHAIRWOMAN GREEN a s k e d  h im  t o  d e s c r i b e  some t y p i c a l  c o m m u n i t i e s  
i d e n t i f i e d  i n  t h e  s t u d y .

MR. NEIMEYER s t a t e d  t h a t  some c o m m u n i t i e s  h a v e  no  h e a l t h  c l i n i c s ,  
b u t  many h a v e  v e r y  s m a l l  c l i n i c s .  The S t e e r i n g  C o m m i t t e e  f o u n d  
t h a t  many c l i n i c s  w e r e  b u i l t  b a s e d  u p o n  a v a i l a b l e  f u n d s  f r o m  HUD 
co m m u n i ty  d e v e l o p m e n t  b l o c k  g r a n t  f u n d s  a n d  S t a t e  o f  A l a s k a  
c o m m u n i ty  d e v e l o p m e n t  b l o c k  g r a n t  f u n d s .  The S t e e r i n g  C o m m i t t e e  
f o u n d  t h e  s m a l l  f a c i l i t i e s  r e s t r i c t  t h e  am o u n t  o f  h e a l t h  c a r e  
p r o g r a m s  o f f e r e d  i n  t h e  c o m m u n i ty  s o  t h a t  h e a l t h  c a r e  a c c e s s  i s  
r e s t r i c t e d  b y  c a p i t a l  f u n d s ,  n o t  b y  h e a l t h  p r o g r a m  s e r v i c e s  t h a t  
c a n  b e  o f f e r e d .  The S t e e r i n g  C o m m i t t e e  d e c i d e d  t o  c h a n g e  i t s  
p e r s p e c t i v e  a n d  r e q u i r e m e n t  o f  a c o m m u n i ty  f o r  p r i m a r y  c a r e  
s e r v i c e s  b a s e d  u p o n  g e o g r a p h i c  i s o l a t i o n  a n d  p o p u l a t i o n  s i z e .

When t h e  S t e e r i n g  C o m m i t t e e  p u t  t o g e t h e r  t h e  n e e d s  a s s e s s m e n t ,  i t  
f o u n d  t h a t  i c  c o u l d  n o t  c o m p a r e  t h e  h e a l t h  c a r e  n e e d s  o f  l a r g e  
a n d  s m a l l  c o m m u n i t i e s  e n d  f e l t  i t  was  u n f a i r  t o  make c o m m u n i t i e s  
c o m p e t e  w i t h  one  a n o t h e r .  The o u tc o m e  was t o  d e v e l o p  t h r e e  
f u n d i n g  p r o c e s s e s  a s  d e m o n s t r a t e d  i n  t h e  f o l l o w i n g  c h a r t .  L a r g e  
c l i n i c s  wox_k f o r  c o m m u n i t i e s  w i t h  a  p o p u l a t i o n  l a r g e r  t h a n  750 o r  
c o m m u n i t i e s  t h a t  s e r v e  a s  a  s u b - r e g i o n a l  c l i n i c  o r  a  m u l t i ­
c o m m u n i ty  c l i n i c .  S m a l l  c l i n i c s  w ork  i n  c o m m u n i t i e s  w h e r e  t h a t  
c l i n i c  i s  a  " s t a n d  a l o n e "  c l i n i c  f o r  t h a t  c o m m u n i ty .  The t h i r d  
f u n d i n g  p r o c e s s  i s  f o r  t h e  r e p a i r  o r  r e n o v a t i o n  o f  e x i s t i n g  
c l i n i c s .

MR. NEIMEYER p o i n t e d  o u t  t h a t  n o n e  o f  t h e  D e n a l i  C o m m i s s i o n ' s  
p r o j e c t s  t o  d a t e  h a v e  r e q u i r e d  a  C e r t i f i c a t e  o f  N eed  b u t  t h a t  
w i l l  b e  i n c o r p o r a t e d  i n t o  t h e  p r o g r a m  i n  c a s e  o n e  i s  n e e d e d .

Where t h e  C o m m is s io n  g o e s  w i t h  f u n d i n g  t h e s e  p r o j e c t s  w i l l  b e  
g u i d e d  b y  t h e  H e a l t h  C a r e  S t e e r i n g  C o m m i t t e e .  T h a t  C o m m i t t e e  was 
o r g a n i z e d  i n  e a r l y  2000 a n d  i s  made up  o f  f o u r  a g e n c i e s :  t h e
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D e n a l i  C o m m is s io n ,  t h e  IHS, t h e  A l a s k a  N a t i v e  T r i b a l  H e a l t h  
C o n s o r t i u m  a n d  t h e  S t a t e  o f  A l a s k a .  O v e r  t i m e ,  m o re  p a r t n e r s  
w e r e  a d d e d :  t h e  A l a s k a  P r i m a r y  C a r e  A s s o c i a t i o n ,  t h e  A l a s k a
M e n t a l  H e a l t h  T r u s t ,  t h e  U n i v e r s i t y  o f  A l a s k a  a n d  t h e  A l a s k a  
N a t i v e  H e a l t h  B o a r d .  The S t e e r i n g  C o m m i t t e e  t o o k  on t h e  
r e s p o n s i b i l i t y  f o r  d e v e l o p i n g  t h e  R e q u e s t  f o r  P r o p o s a l s  p r o c e s s  
f o r  c a p i t a l  f u n d i n g  o f  h e a l t h  c a r e  f a c i l i t i e s .  R e c e n t l y ,  t h e  
C o m m i t t e e  was  r e s t r u c t u r e d  s o  t h a t  i t  t a k e s  a  m ore  p o l i c y  
a d v i s o r y  r o l e  a n d  l e s s  o f  a  w o r k - g r o u p  f u n c t i o n .  K a r e n  P e r d u e  
w i l l  r e p r e s e n t  t h e  U n i v e r s i t y  o f  A l a s k a .

CHAIRWOMAN GREEN a s k e d  f o r  a  d e s c r i p t i o n  o f  t h e  A l a s k a  P r i m a r y  
C a r e  A s s o c i a t i o n .

MR. NEIMEYER e x p l a i n e d  t h a t  i t  i s  a  n o n - p r o f i t  member 
o r g a n i z a t i o n  made up  o f  a b o u t  40 o r  50 m em bers ,  l o c a t e d  i n  
A n c h o r a g e .

MR. NEIMEYER i n f o r m e d  t h e  s u b c o m m i t t e e  t h a t  K a r e n  P e a r s o n  i s  t h e  
c h a i r  o f  t h e  S t e e r i n g  C o m m i t t e e .

CHAIRWOMAN GREEN n o t e d  t h e  p r e s e n c e  o f  S e n a t o r  T a y l o r .

MS. KAREN PEARSON i n f o r m e d  t h e  c o m m i t t e e  t h a t  t h e  p r i m a r y  r o l e  o f  
t h e  A l a s k a  P r i m a r y  C a r e  A s s o c i a t i o n  (APCA) i s  t o  s u p p o r t  i t s  
m e m b e r s h i p ,  w h i c h  i s  made up  p r e d o m i n a n t l y  o f  t h e  r u r a l  co m m u n i ty  
h e a l t h  c e n t e r s  a n d  t h e  two l a r g e r  o n e s  i n  F a i r b a n k s  a n d  
A n c h o r a g e .  The APCA h e l p s  th e m  t o  do j o i n t  p u r c h a s i n g  a n d  t o  
h e l p  w i t h  b o a r d  d e v e l o p m e n t .

CHAIRWOMAN GREEN a s k e d  i f  t h e  APCA h a s  a n y  members  f r o m  t h e  
p r i v a t e  s e c t o r .

MR. NEIMEYER s a i d  s e v e r a l  d e c i s i o n s  w e r e  made a b o u t  who w o u ld  
h a v e  a  s e a t  on  t h e  S t e e r i n g  C o m m i t t e e ,  o n e  b e i n g  t h a t  e a c h  s e a t  
w o u ld  b e  f i l l e d  b y  a  r e p r e s e n t a t i v e  f r o m  a  s t a t e w i d e  
o r g a n i z a t i o n .  The c o n c e r n  was  t h a t  i f  a  r e g i o n a l  o r g a n i z a t i o n  
w as  s e l e c t e d ,  o t h e r  r e g i o n a l  o r g a n i z a t i o n s  w o u ld  f e a r  t h a t  f u n d s  
w o u ld  b e  s t e e r e d  t o w a r d  t h a t  r e g i o n .  The S t e e r i n g  C o m m i t t e e  
g i v e s  a d v i c e  t o  t h e  s e v e n  c o m m i s s i o n e r s  on t h e  D e n a l i  C om m iss io n  
a b o u t  w h a t  t h e  C o m m is s io n  s h o u l d  b e  d o i n g  i n  t h e  h e a l t h  c a r e  
a r e n a .  The  S t e e r i n g  C o m m i t t e e  g e t s  i t s  a d v i c e  f r o m  t h e  s e v e n  
member o r g a n i z a t i o n s .

CHAIRWOMAN GREEN a s k e d  how a c o n f l i c t  o f  i n t e r e s t  i s  a v o i d e d  i f  
t h e  S t e e r i n g  C o m m i t t e e  i s  f u n d i n g  o r g a n i z a t i o n s  t h a t  b e l o n g  t o  
i t .
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MS. PEARSON s a i d  t h a t  i s  a  q u e s t i o n  t h e  S t e e r i n g  C o m m i t t e e  h a s  
g r a p p l e d  w i t h  a n d  was p a r t l y  r e s p o n s i b l e  f o r  t h e  r e s t r u c t u r i n g  o f  
t h e  b o a r d .  She  p o i n t e d  o u t  t h e  S t a t e  o f  A l a s k a ,  U n i v e r s i t y  o f  
A l a s k a  a n d  N a t i v e  H e a l t h  B o a r d  w i l l  n o t  r e c e i v e  f u n d i n g  a n d  a l l  
members  w o rk  v e r y  h a r d  t o  b e  c o g n i z a n t  o f  t h a t  i s s u e .

MR. NEIMEYER s a i d  o n c e  d e c i s i o n s  a r e  m ade ,  i t  h a s  t o  f i n d  
p a r t n e r s  b e c a u s e  i t  h a s  a  5 p e r c e n t  l i m i t  o n  a d m i n i s t r a t i v e  
c o s t s .

CHAIRWOMAN GREEN a s k e d  f o r  a n  e x p l a n a t i o n  o f  t h e  a d m i n i s t r a t i v e  
c o s t s .

MR. NEIMEYER s a i d  a d m i n i s t r a t i v e  c o s t s  i n c l u d e  u t i l i t i e s ,  s t a f f ,  
a n d  w h a t e v e r  e l s e  i t  t a k e s  t o  r u n  a n  o p e r a t i o n .  To p u t  p r o j e c t s  
on t h e  g r o u n d  i n  r u r a l  A l a s k a  t a k e s  m o re  t h a n  f i v e  p e r c e n t ,  s o  
t h e  S t e e r i n g  C o m m i t t e e  f i n d s  p a r t n e r s  t o  h e l p .  I n  t h e  h e a l t h  
c a r e  a r e n a ,  t h e  S t a t e  ( t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  
S e r v i c e s  -  DHSS) i s  t h e  p r e - a w a r d  p a r t n e r .  Ms. P e a r s o n  a n d  h e r  
s t a f f  a s s i s t  t h e  S t e e r i n g  C o m m i t t e e  i n  g e t t i n g  t h e  RFPs o u t  a n d  
i n  p u t t i n g  t o g e t h e r  e v a l u a t i o n  t e a m s  t o  r e v i e w  t h e  a p p l i c a t i o n s .  
Once t h e  d e c i s i o n  h a s  b e e n  made a b o u t  w h a t  p r o j e c t s  s h o u l d  b e  
f u n d e d ,  t h e  S t e e r i n g  C o m m i t t e e  w o r k s  w i t h  i t s  p o s t - a w a r d  p a r t n e r ,  
t h e  A l a s k a  N a t i v e  T r i b a l  H e a l t h  C o n s o r t i u m  (ANTHC), on  s m a l l  
c l i n i c  p r o j e c t s  a n d  r e p a i r  p r o j e c t s .  The  ANTHC r e p r e s e n t s  t h e  
S t e e r i n g  C o m m i t t e e ' s  i n t e r e s t s  i n  t h e  i n d i v i d u a l  c o m m u n i t i e s .  
The S t e e r i n g  C o m m i t t e e  f o u n d  t h a t  many o f  t h e  p r o p o s a l s  f o r  l a r g e  
c l i n i c s  a r e  f r o m  l a r g e  o r g a n i z a t i o n s .

CHAIRWOMAN GREEN a s k e d  f o r  a n  e x a m p l e  o f  a  l a r g e  o r g a n i z a t i o n .

MR. NEIMEYER r e p l i e d  t h a t  t h e  S t e e r i n g  C o m m i t t e e  f u n d e d  a  l a r g e  
c l i n i c  t h r o u g h  t h e  Yukon Kuskokwim C o r p o r a t i o n  (YKC). YKC h a s  a  
h e a l t h  f a c i l i t y  m a n a g e r ,  p r o f e s s i o n a l  e n g i n e e r ,  a n d  s e v e r a l  s t a f f  
who r u n  t h e  p r o j e c t .  The  S t e e r i n g  C o m m i t t e e  f u n d e d  SEARHC 
p r o j e c t s  i n  Angoon a n d  H a i n e s ,  who a l s o  h a v e  h e a l t h  f a c i l i t i e s  
m a n a g e r s  a n d  c o n t r a c t i n g  d e p a r t m e n t s ,  s o  t h e y  a r e  c a p a b l e  o f  
p u t t i n g  t h e  p r o j e c t s  on  t h e  g r o u n d .  The  S t e e r i n g  C o m m i t t e e  
e n t e r e d  i n t o  a g r e e m e n t s  w i t h  t h o s e  o r g a n i z a t i o n s  f o r  t h e  l a r g e  
c l i n i c  f u n d i n g .  R o u t i n e l y ,  s m a l l  c l i n i c s  a r e  b u i l t  i n  s m a l l e r  
c o m m u n i t i e s .

CHAIRWOMAN GREEN a s k e d  i f  Mr. N e i m e y e r  i s  r e f e r r i n g  t o  t h e  l a r g e  
c l i n i c  i n  K o t z e b u e .

MR. NEIMEYER s a i d  h e  was  n o t  a n d  t h a t ,  i n  g e n e r a l ,  a  s m a l l  c l i n i c  
i s  a b o u t  1 , 5 0 0  t o  2 , 5 0 0  s q u a r e  f e e t .  L a r g e  c l i n i c s  a r e  2 , 5 0 0  t o  
1 0 , 0 0 0  s q u a r e  f e e t .
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CHAIRWOMAN GREEN a s k e d  i f ,  i n  g e n e r a l ,  a  c l i n i c  i s  a  2 4 - h o u r ,  
o v e r n i g h t  s t a y  f a c i l i t y .

MR. NEIMEYER s a i d  t h e y  a r e  n o t .  He e x p l a i n e d  t h a t  ANTHC 
r e p r e s e n t s  t h e  r e g i o n a l  h e a l t h  c o r p o r a t i o n s ,  s u c h  a s  YKC a n d  t h e  
T a n a n a  C h i e f s  C o n f e r e n c e  (TCC). When t h e  S t e e r i n g  C o m m i t t e e  
s e l e c t e d  ANTHC, i t  r e q u i r e d  ANTHC t o  a g r e e  t o  r e p r e s e n t  a l l  
c o m m u n i t i e s  i n  t h e  s t a t e  t h a t  t h e  D e n a l i  C o m m is s io n  f u n d s .

CHAIRWOMAN GREEN a s k e d  i f  ANTHC was p r e - o r d a i n e d  t o  p a r t i c i p a t e  
f r o m  t h e  b e g i n n i n g .

MR. NEIMEYER s a i d  i t  was n o t .  The S t e e r i n g  C o m m i t t e e  l o o k e d  i n t o  
w h a t  d i f f e r e n t  o r g a n i z a t i o n s  c o u l d  b e  p r o g r a m  p a r t n e r s  a n d  
e v e r y t h i n g  p o i n t e d  t o  ANTHC a s  b e i n g  t h e  o r g a n i z a t i o n  m o s t  r e a d y  
t o  t a k e  on  t h i s  w o r k .  ANTHC a g r e e d  t o  s e r v e  a l l  c o m m u n i t i e s  t h a t  
t h e  S t e e r i n g  C o m m i t t e e  recommends  p r o j e c t s  i n .

CHAIRWOMAN GREEN a s k e d  i f  t h e y  a r e  a u d i t e d  r e g u l a r l y .

MR. NEIMEYER s a i d  t h e y  a r e ;  t h e y  f a l l  u n d e r  t h e  f e d e r a l  s i n g l e  
a u d i t  a c t  s o  t h e y  a r e  m o n i t o r e d  r e g u l a r l y .  He s a i d  t h i s  p a s t  
f i s c a l  y e a r ,  t h e  S t e e r i n g  C o m m i t t e e  p u t  12 p r o j e c t s  on  a  f a s t -  
t r a c k  p r o c e s s ;  ANTHC r e p r e s e n t e d  t h e  S t e e r i n g  C o m m i t t e e  on  t h o s e  
p r o j e c t s .  Mr.  N e i m e y e r  t o l d  t h e  c o m m i t t e e  t h a t  i f  t h e  D e n a l i  
C o m m is s io n  d e c i d e s  t o  e x p a n d  i t s  p r o g r a m  t o  i n c l u d e  h e a l t h  
f a c i l i t i e s  o t h e r  t h a n  p r i m a r y  c a r e  f a c i l i t i e s ,  s u c h  a s  h o s p i t a l s ,  
i t  w i l l  h a v e  t o  e x p l o r e  t h e  q u e s t i o n  o f  who t o  p a r t n e r  w i t h .

CHAIRWOMAN GREEN a s k e d  i f  t o t a l l y  d i f f e r e n t  s t a n d a r d s  w o u ld  a p p l y  
t o  a  h o s p i t a l  p r o g r a m .

MS. PEARSON s a i d  t h a t  i s  c o r r e c t  a n d  t h a t  i s  t h e  r e a s o n  t h e  
D e n a l i  C o m m is s io n  h a s  n o t  g o n e  i n t o  t h a t  a r e n a .  The D e n a l i  
C o m m iss io n  i s  o n l y  l o o k i n g  a t  c o m m u n i t i e s  t h a t  do  n o t  h a v e  a 
h o s p i t a l .  P r i m a r y  c a r e  i n c l u d e s ,  i n  a d d i t i o n  t o  p h y s i c a l  c a r e ,  
m e n t a l  h e a l t h  a n d  s u b s t a n c e  a b u s e  s e r v i c e s .  W i t h  t h e  m a t u r a t i o n  
o f  t h i s  p r o c e s s ,  c o m m u n i t i e s  a r e  t h i n k i n g  a b o u t  t h e i r  t o t a l  
p r i m a r y  c a r e  n e e d s .

CHAIRWOMAN GREEN a s k e d  i f  t h e  H a i n e s  c l i n i c ,  a  o n e - p e r s o n  o u t f i t ,  
i s  a n  e x a m p l e  o f  a  p r i m a r y  c a r e  h e a l t h  c a r e  f a c i l i t y .  She  p o i n t e d  
o u t  t h a t  m a n a g i n g  a  o n e - p e r s o n  c l i n i c  i s  a  v e r y  s t r e s s f u l  j o b .

MS. PEARSON s a i d  t h e  H a i n e s  c l i n i c  i s  a n  e x a m p l e  o f  a  p r i m a r y  
c a r e  f a c i l i t y .  The S t e e r i n g  C o m m i t t e e  i s  a p p r o a c h i n g  t h e  d e s i g n  
o f  t h e s e  f a c i l i t i e s  i n  a  s y s t e m a t i c  way t h a t  f o c u s e s  on  p h y s i c a l
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c a r e  f i r s t ,  b u t  w i l l  b u i l d  a  o n e - p e r s o n  m e n t a l  h e a l t h  f a c i l i t y  so  
t h a t  r e s i d e n t s  w i l l  h a v e  t o t a l  a c c e s s  t o  p r i m a r y  c a r e .

CHAIRWOMAN GREEN a s k e d  Ms. P e a r s o n  i f  h e r  p a r t i c i p a t i o n  i s
o u t s i d e  o f  h e r  j o b  a t  t h e  D i v i s i o n  o f  P u b l i c  H e a l t h  s o  t h a t  s h e  
w e a r s  two h a t s .

MS. PEARSON s a i d  t h a t  i s  c o r r e c t .

CHAIRWOMAN GREEN a s k e d  Ms. P e a r s o n  how s h e  c o n s i d e r s  b o t h
p e r s p e c t i v e s  when s h e  w o rk s  on  t h e  d i v i s i o n ' s  b u d g e t .

MS. PEARSON s a i d  s h e  b e l i e v e s  i t  was  a  w i s e  d e c i s i o n  on  t h e  p a r t  
o f  t h e  D e n a l i  C o m m is s io n  t o  h a v e  t h e  d i r e c t o r  o f  t h e  D i v i s i o n  o f  
P u b l i c  H e a l t h  c h a i r  t h i s  g r o u p  b e c a u s e  t o  h a v e  t h e  f a c i l i t y  
d e v e l o p m e n t  w ork  h a p p e n  s e p a r a t e  f r o m  t h e  q u e s t i o n  o f  how t o  p a y  
f o r  s e r v i c e s  w o u ld  n o t  h a v e  w o r k e d  w e l l .  A l l  p a r t i c i p a n t s  do  t h e  
p l a n n i n g  f o r  t h e  f a c i l i t i e s  a n d  t h e  s e r v i c e s  t o g e t h e r  i n  a
c o o r d i n a t e d  f a s h i o n .

CHAIRWOMAN GREEN s t a t e d  t h a t  s h e  w o u ld  l i k e  t o  h a v e  a  f o l l o w - u p  
s e s s i o n ,  p e r h a p s  i n  A p r i l ,  t o  u p d a t e  t h e  c o m m i t t e e  on  t h e  i m p a c t  
o f  t h e  S t e e r i n g  C o m m i t t e e ' s  w o rk  on  t h e  b u d g e t .

ME. NEIMEYER c o n t i n u e d  h i s  p r e s e n t a t i o n .  F o r  p r o j e c t s  m anaged  by  
ANTHC, c o m m u n i t i e s  h a v e  s i x  f u n d i n g - c o n s t r u c t i o n  o p t i o n s .  A
c o m m u n i ty ,  r e g i o n a l  h e a l t h  c o r p o r a t i o n  o r  ANTHC c a n  m anage  a  
p r o j e c t  u s i n g  a  f o r c e  a c c o u n t  o r  b y  c o n t r a c t .  I f  a  com m uni ty
w a n t s  t o  t a k e  t h e  l e a d ,  i t  c a n ,  i f  i t  c a n  d e m o n s t r a t e  t h a t  i t  h a s
t h e  a b i l i t y  t o  do  s o .  The S t e e r i n g  C o m m i t t e e  h a s  f o u n d  t h a t  when 
i t  p a r t n e r s  w i t h  ANHTC, i t  r e c e i v e s  q u a r t e r l y  s t a t u s  r e p o r t s ,  i t  
m a n ag e s  t h e  f u n d s ,  a n d  i t  h a s  e n g i n e e r s  i n  t h e  f i e l d .  I n  f i s c a l  
y e a r  2 0 0 0 ,  t h e  S t e e r i n g  C o m m i t t e e  p u t  $ 1 , 0 0 0 , 0 0 0  i n t o  f o u r  
d e m o n s t r a t i o n  p r o j e c t s  a n d  l e a r n e d  t o  h a v e  t h e  c o n s t r u c t i o n  p l a n s  
i n  h a n d  a n d  t o  do s i t e  c o n t r o l .  T h o s e  l e s s o n s  w e r e  a p p l i e d  i n  
f i s c a l  y e a r  2 001 ,  when t h e  S t e e r i n g  C o m m i t t e e  h a d  $20 m i l l i o n  t o  
s p e n d .  I n  f i s c a l  y e a r  2 0 02 ,  t h e  S t e e r i n g  C o m m i t t e e  h a s  c o m m i t t e d  
$ 1 2 . 5  m i l l i o n  f o r  s m a l l  c l i n i c s .  I t  p l a n s  t o  h a v e  $20 t o  $30
m i l l i o n  s o  i t  i s  d e v e l o p i n g  m e c h a n i s m s  t o  s e l e c t  p r o j e c t s .

TAPE 0 1 - 4 7 ,  SIDE B

MR. NEIMEYER e x p l a i n e d  t h a t  t h e  S t e e r i n g  C o m m i t t e e  h a d  t o  d e v i s e  
a  way t o  t r a n s l a t e  s e r v i c e s  t o  s q u a r e  f o o t a g e .  E m erg e n c y  M e d i c a l  
S e r v i c e s  c a t e g o r i e s  a r e  u s e d ;  t h e  f i r s t  o f  t h r e e  b e i n g  a n  
i s o l a t e d  c o m m u n i ty ,  w h i c h  i n c l u d e s  m o s t  o f  t h e  288 c o m m u n i t i e s ,  
a n d  t h e  tw o  h i g h w a y  c o m m u n i t i e s .  B a s e d  u p o n  i s o l a t i o n  an d  
p o p u l a t i o n ,  t h e  S t e e r i n g  C o m m i t t e e  d e c i d e d  how l a r g e  a  f a c i l i t y
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s h o u l d  b e .  F o r  e x a m p l e ,  a  c o m m u n i ty  r e l a t i v e l y  c l o s e  t o  a  l a r g e  
u r b a n  c e n t e r  w i t h  a  h o s p i t a l  a n d  o t h e r  h e a l t h  c a r e  s e r v i c e  was 
deemed t o  n o t  n e e d  a s  much s p a c e  a s  a  c o m m u n i ty  f a r  f r o m  a n  u r b a n  
c e n t e r .  The  S t e e r i n g  C o m m i t t e e  d e s i g n a t e d  c l i n i c  s i z e s  a s  s m a l l ,  
medium a n d  l a r g e  w i t h i n  t h e  s m a l l  c l i n i c  p r o g r a m .  A s m a l l  c l i n i c  
i s  1500 s q u a r e  f e e t ,  a  medium i s  2000 s q u a r e  f e e t ,  a n d  a  l a r g e  
c l i n i c  i s  2500 s q u a r e  f e e t .  The S t e e r i n g  C o m m i t t e e  f o u n d ,  when 
d e v e l o p i n g  t h e s e  g u i d e l i n e s ,  a c c e s s  t o  i n p a t i e n t  s e r v i c e s  b ecam e  
a  much m o re  i m p o r t a n t  f a c t o r  i n  t h e  h e a l t h  c a r e  n e e d s  o f  l a r g e r  
c o m m u n i t i e s .  F o r  t h a t  r e a s o n ,  t h e  S t e e r i n g  C o m m i t t e e  c r e a t e d  two 
c a t e g o r i e s  s o  t h a t  t h o s e  c o m m u n i t i e s  w o u ld  h a v e  t o  c o m p e t e  
i n d i v i d u a l l y  a n d  d e m o n s t r a t e  t h e i r  s e r v i c e  d e l i v e r y  n e e d s .

CHAIRWOMAN GREEN a s k e d  Ms. P e a r s o n  i f  a n y  o f  t h e  D i v i s i o n  o f  
P u b l i c  H e a l t h ' s  b u d g e t  i s  u s e d  f o r  t h e  a d m i n i s t r a t i v e  c o s t s  o f  
t h e  D e n a l i  C o m m is s io n .

MS. PEARSON s a i d  i t  d o e s  n o t .  The S t e e r i n g  C o m m i t t e e  w o r k e d  o u t  
a n  a r r a n g e m e n t  w h e r e b y  i t  h a s  a b o u t  $ 3 0 0 , 0 0 0  t h a t  i t  c a n  t a p  i n t o  
a s  n e e d e d  f o r  s u p p o r t  a c t i v i t i e s .  I t  h a s  w o r k e d  v e r y  h a r d  t o  
d o v e t a i l  t h i s  p r o g r a m  w i t h  p r o g r a m s  a l r e a d y  i n  p l a c e ,  w h i c h  i s  
why t h e  D e n a l i  C o m m is s io n  a s k e d  t h e  d i v i s i o n  t o  b e  t h e  p r e - a w a r d  
p a r t n e r .  The d i v i s i o n  a d m i n i s t e r s  a  l o t  o f  g r a n t s  e v e r y  y e a r  a n d  
h a s  a  p r o c e s s  e s t a b l i s h e d  t h a t  c a n  e a s i l y  b e  d u p l i c a t e d .  Ms. 
P e a r s o n  n o t e d  t h a t  d u r i n g  t h e  p a s t  y e a r ,  t h e  S t e e r i n g  C o m m i t t e e  
w o r k e d  v e r y  h a r d ,  w i t h  s u p p o r t  f r o m  S e n a t o r  S t e v e n s '  o f f i c e ,  t o  
a c c e s s  f e d e r a l  c o m m u n i ty  h e a l t h  money ( S e c t i o n  330 m o n e y ) . W h i l e  
t h e  S t e e r i n g  C o m m i t t e e  was s u c c e s s f u l  i n  p a r t n e r i n g  w i t h  c e r t a i n  
c l i n i c s  t o  g e t  money d i r e c t l y  t o  c o m m u n i t i e s ,  i t  was  a l s o  
s u c c e s s f u l  i n  p e r s u a d i n g  t h e  f e d e r a l  H e a l t h  R e s o u r c e  S e r v i c e s  
A d m i n i s t r a t i o n  (HRSA) t h a t  t h e  S t a t e  o f  A l a s k a  n e e d s  a n  o n g o i n g  
s t r e a m  o f  f u n d s  t o  e n s u r e  t h a t  c o m m u n i t i e s  g e t  t h e  n e c e s s a r y  
s u p p o r t  t o  c o m p e t e  f o r  D e n a l i  C o m m is s io n  d o l l a r s  o r  f o r  o t h e r  
f e d e r a l  d o l l a r s .  The S t e e r i n g  C o m m i t t e e  r e c e i v e d  $ 2 5 0 , 0 0 0  f o r  
t h a t  p u r p o s e .  T h a t  w i l l  s u p p o r t  t h e  a d d i t i o n a l  w o rk  i t  t a k e s  t o  
s u p p o r t  t h e  D e n a l i  C o m m is s io n  w i t h o u t  u s i n g  a n y  s t a t e  f u n d s .

SENATOR TAYLOR r e f e r r e d  t o  t h e  D e n a l i  C o m m i s s i o n ' s  n e e d s  
a s s e s s m e n t ,  w h i c h  p r o j e c t s  a  n e e d  f o r  $253 m i l l i o n ,  a n d  a s k e d  i f  
t h a t  am ount  w i l l  p r o v i d e  a  f u l l  c l i n i c  i n  e v e r y  c o m m u n i ty  i n  t h e  
s t a t e .

MR. NEIMEYER s a i d  t h a t  am oun t  w i l l  p r o v i d e  a  f u l l  c l i n i c  i n  288 
c o m m u n i t i e s .  He p o i n t e d  o u t  t h a t  c o m m u n i t i e s  w i t h  f e w e r  t h a n  20 
y e a r - r o u n d  r e s i d e n t s  a n d  c o m m u n i t i e s  w i t h  h o s p i t a l s  a r e  n o t  on 
t h e  C o m m i s s i o n ' s  " r a d a r  s c r e e n . "

SENATOR TAYLOR a s k e d  i f  c o m m u n i t i e s  a r e  e x p e c t e d  t o  p a r t i c i p a t e
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in  th e  n e e d s a s s e s s m e n t .
MR. NEIMEYER s a i d  t h e r e  i s  a  r e q u i r e d  c o s t  s h a r e  m a t c h  i n  
l e g i s l a t i o n  o f  25 o r  50 p e r c e n t ,  d e p e n d i n g  on  t h e  e c o n o m i c  s t a t u s  
o f  t h e  c o m m u n i ty  a n d  t h e  S t e e r i n g  C o m m i t t e e  h a s  f o u n d  t h a t  t o  b e  
a  b a r r i e r  t o  g e t t i n g  c o m m u n i t i e s  f u n d e d .

T h e r e  was no  f u r t h e r  t e s t i m o n y  f r o m ,  o r  q u e s t i o n s  f o r ,  Mr. 
N e i m e y e r .

Number 958

MS. CYNTHIA NAVARRETTE, P r e s i d e n t  a n d  CEO o f  t h e  A l a s k a  N a t i v e  
H e a l t h  B o a r d  (ANHB), s t a t e d  t h a t  S a l l y  S m i t h ,  t h e  ANHB C h a i r ,  was 
u n a b l e  t o  p r e s e n t  t o  t h e  c o m m i t t e e  t o d a y  b e c a u s e  o f  a  s c h e d u l e  
c o n f l i c t .  She  c l a r i f i e d  t h a t  t h e  ANTHC i s  a  member o r g a n i z a t i o n  
o f  ANHB, w h i c h  i s  a  p r i v a t e l y  owned, n o n - p r o f i t  o r g a n i z a t i o n .  I t  
a d v o c a t e s  on  b e h a l f  o f  h e a l t h  o r g a n i z a t i o n s  t h r o u g h o u t  t h e  s t a t e  
o f  A l a s k a .  ANHB was e s t a b l i s h e d  i n  1968 w i t h  t h e  s o l e  p u r p o s e  o f  
p r o m o t i n g  t h e  s p i r i t :  a l ,  p h y s i c a l ,  m e n t a l ,  s o c i a l  a n d  c u l t u r a l  
w e l l - b e i n g  a n d  p r i d e  o f  A l a s k a  N a t i v e  p e o p l e .  The  B o a r d  o f  
D i r e c t o r s  i n c l u d e  A l a s k a  N a t i v e  r e g i o n a l  a n d  v i l l a g e  h e a l t h  
p r o v i d e r s  f r o m  a c r o s s  t h e  s t a t e .  I n  m o s t  c a s e s ,  t h e s e  
o r g a n i z a t i o n s  a r e  t h e  o n l y  h e a l t h  c a r e  p r o v i d e r s  i n  t h e  
c o m m u n i t i e s  a n d ,  i n  f a c t ,  t h e y  n o t  o n l y  s e r v e  N a t i v e  p e o p l e  b u t  
t h e y  s e r v e  a l l  c o m m u n i ty  m em b ers .  She i n f o r m e d  t h e  c o m m i t t e e  s h e  
w o u ld  p r e s e n t  h e r  t e s t i m o n y  i n  f o u r  p a r t s :  a n  o v e r v i e w  o f  t h e
A l a s k a  N a t i v e  h e a l t h  s y s t e m ;  a n  o v e r v i e w  o f  t h e  f u n d i n g  p r o v i d i n g  
t o  o p e r a t e  t h e  p r o g r a m s ,  f u n c t i o n s ,  a c t i v i t i e s  a n d  s e r v i c e s ;  an  
o v e r v i e w  o f  M e d i c a i d ;  a n d  t h e  e f f e c t s  o f  t h e  IHS b e n e f i c i a r i e s  i n  
t h e  u s e  o f  t h e  M e d i c a i d  p r o g r a m .

O v e r v i e w  o f  The A l a s k a  N a t i v e  S t a t e w i d e  H e a l t h  C a r e  D e l i v e r y
S y s t e m

The h e a r t  o f  t h e  A l a s k a  N a t i v e  H e a l t h  S y s t e m  i s  t h e  468 
Community  H e a l t h  A i d e s  w o r k i n g  i n  178 v i l l a g e  c l i n i c s  t h r o u g h o u t  
r u r a l  A l a s k a .  The IHS b e n e f i c i a r i e s  i n  r e m o t e  v i l l a g e s  do  n o t  
h a v e  d a i l y  a c c e s s  t o  p h y s i c i a n  c a r e .  T hey  r e l y  on  t h e  m e d i c a l  
a t t e n t i o n  o f  t h e  H e a l t h  A i d e .

T h e r e  a r e  s i x  r e g i o n a l  h o s p i t a l s  o p e r a t e d  b y  t h e  f o l l o w i n g  N a t i v e  
r e g i o n a l  o r g a n i z a t i o n s :  M a n i i l a q ,  I n c .  l o c a t e d  i n  K o t z e b u e ,
Y ukon-Kuskokwim H e a l t h  C o r p o r a t i o n  l o c a t e d  i n  B e t h e l ,  N o r t o n  
Sound  H e a l t h  C o r p o r a t i o n  l o c a t e d  i n  Nome, B r i s t o l  Bay A r e a  H e a l t h  
C o r p o r a t i o n  l o c a t e d  i n  D i l l i n g h a m ,  A r c t i c  S l o p e  N a t i v e  
A s s o c i a t i o n  l o c a t e d  i n  B a r r o w ,  a n d  S o u t h e a s t  A l a s k a  R e g i o n a l  
H e a l t h  C o n s o r t i u m  l o c a t e d  i n  S i t k a .
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The A l a s k a  N a t i v e  H e a l t h  C a r e  D e l i v e r y  S y s t e m  c o n s i s t s  o f  b o t h  
c o n s o r t i u m s  a n d  i n d i v i d u a l l y  o p e r a t e d  s e r v i c e  u n i t s .  A t y p i c a l  
c o n s o r t i u m  i n f r a s t r u c t u r e  i n c l u d e s  v i l l a g e  c l i n i c s ,  p o s s i b l y  
s e v e r a l  s u b - r e g i o n a l  c l i n i c s ,  a n d  a  r e g i o n a l  h o s p i t a l .  The r u r a l  
h e a l t h  o r g a n i z a t i o n s  t y p i c a l l y  s e r v e  a r e a s  a s  s o l e  co m m u n i ty  
p r o v i d e r s .  T h e y  may a l s o  s e r v e  t h e  e n t i r e  p o p u l a t i o n ,  r e g a r d l e s s  
o f  r a c e .

The A l a s k a  N a t i v e  M e d i c a l  C e n t e r  (ANMC) i s  l o c a t e d  i n  A n c h o r a g e  
a n d  p r o v i d e s  e s s e n t i a l  t e r t i a r y  c a r e ,  a c u t e  c a r e  a n d  s p e c i f i c  
s t a t e w i d e  h e a l t h  s e r v i c e s  f o r  a l l  I n d i a n  H e a l t h  S e r v i c e  
b e n e f i c i a r i e s .  The  A l a s k a  N a t i v e  T r i b a l  H e a l t h  C o n s o r t i u m  a n d  
S o u t h c e n t r a l  F o u n d a t i o n  j o i n t l y  m anage  t h e  f a c i l i t i e s  t h a t  
p r o v i d e  t h e  f u l l  c o n t i n u u m  o f  c a r e  w i t h i n  t h e  A l a s k a  N a t i v e  
H e a l t h  Campus.

The A l a s k a  N a t i v e  H e a l t h  S y s t e m  r e f l e c t s  l e v e l s  o f  c a r e  a v a i l a b l e  
w i t h i n  t h e  v i l l a g e ,  t h e  r e g i o n a l  h o s p i t a l s ,  a n d  t h e  A l a s k a  N a t i v e  
M e d i c a l  C e n t e r  (ANMC), l o c a t e d  i n  A n c h o r a g e .  The  M e d iv a c  i s  
e s s e n t i a l  t o  r e c e i v e  t h e  n e x t  s t e p  u p  o f  c a r e  f r o m  t h e  v i l l a g e  t o  
t h e  r e g i o n a l  h o s p i t a l .  I f  t h e  c a s e  i s  deem ed  s e r i o u s  e n o u g h ,  a  
M ed iv ac  c a n  b e  d i r e c t e d  f r o m  t h e  v i l l a g e  s t r a i g h t  t o  ANMC. T h e r e  
a r e  M ed iv a c  c a l l - o u t s  f r o m  r e g i o n a l  h o s p i t a l s  t o  ANMC, a n d  a l s o  
f r o m  ANMC t o  m ore  s p e c i a l i z e d  h o s p i t a l s  i n  t h e  l o w e r - 4 8 .

O v e r v i e w  o f  F u n d i n g

W i th  t h e  c o n s t r u c t i o n  o f  t h e  new A l a s k a  N a t i v e  M e d i c a l  C e n t e r  a n d  
t h e  P r i m a r y  C a r e  C e n t e r ,  t h e r e  i s  a  p e r c e p t i o n  t h a t  A l a s k a  N a t i v e  
H e a l t h  S e r v i c e s  a r e  a m p ly  f u n d e d .  The  r e a l i t y  i s  t h a t  t h e  s y s t e m  
i s  s i g n i f i c a n t l y  u n d e r - f u n d e d .  I n d i a n  p e o p l e  h a v e  l o n g  
e x p e r i e n c e d  d i s p r o p o r t i o n a t e l y  low  h e a l t h  s t a t u s  a n d  a  l a r g e  g a p  
i n  h e a l t h  c a r e  r e s o u r c e s  c o m p a r e d  t o  o t h e r  A m e r i c a n s .  R e c e n t l y ,  
C o n g r e s s  r e q u e s t e d  a  h e a l t h  s t a t u s  a n d  r e s o u r c e  d e f i c i e n c y  r e p o r t  
f o r  e a c h  I n d i a n  t r i b e  o r  s e r v i c e  u n i t .  The IHS c h a r g e d  a  L e v e l  o f  
Need F u n d e d  (LNF) W o rk g ro u p  t o  d e v e l o p  t h e  n e c e s s a r y  m e t h o d o l o g y .  
T h i s  r e p o r t ,  p u b l i s h e d  A p r i l  2001 ,  s t a t e s  t h a t  A l a s k a  i s  o n l y  
f u n d e d  a t  61% o f  t h e  t o t a l  n e e d  c o m p a r e d  t o  t h e  F e d e r a l  E m ployee  
H e a l t h  B e n e f i t s  P a c k a g e .  I t  i s  i m p o r t a n t  t o  know t h a t  t h e  
M e d i c a i d  r e i m b u r s e m e n t  f u n d i n g  i s  i n c l u d e d  i n  t h i s  p e r c e n t a g e .

O v e r v i e w  o f  M e d i c a i d

The M e d i c a i d  P r o g r a m  i s  n o t  o u t  o f  c o n t r o l .  I t  i s  a  l a r g e  c o s t  i n  
e v e r y  s t a t e ,  s e c o n d  o n l y  t o  p u b l i c  s c h o o l s .  To s a v e  t h e  A l a s k a  
L e g i s l a t u r e  money b y  r e d u c i n g  t h e  M e d i c a i d  P r o g r a m  w o u l d  a c t i v e l y  
h a rm  p e o p l e  r e c e i v i n g  c a r e  -  e i t h e r  b y  e l i m i n a t i n g  s e r v i c e s  f o r  
a d u l t s ,  o r  c u t t i n g  r e i m b u r s e m e n t  t o  p r o v i d e r s ,  w h i c h  w i l l  r e d u c e  
a c c e s s .  M e d i c a i d  p r o v i d e s  i n s u r a n c e  t o  i n d i v i d u a l s  a n d  f a m i l i e s  
t h a t  h a v e  no  o t h e r  a c c e s s  t o  h e a l t h  c a r e  s e r v i c e s .  R e d u c i n g  t h e  
p r o g r a m  w o u l d  b e  a  h u g e  d e t r i m e n t  t o  t h e  h e a l t h  o f  A l a s k a nSENATE HES COMMITTEE - 1 2 - Novem ber 8 , 2001



c i t i z e n s .

A d d i t i o n a l l y ,  t h e r e  i s  t h e  e c o n o m i c  i m p a c t  t h a t  w o u ld  b e  im p o s e d  
on  p r i v a t e  h e a l t h  c a r e  p r o v i d e r s  t o  c o n s i d e r .  S e v e n t e e n  p e r c e n t  
o f  t h e  e m p l o y e e s  w i t h i n  t h e  p r i v a t e  s e c t o r  a r e  f u n d e d  d u e  t o  t h e  
M e d i c a i d  P r o g r a m .  R e a l i s t i c a l l y ,  M e d i c a i d  w i t h i n  t h e  S t a t e  o f  
A l a s k a  i s  n o t  a  c o m p a r a t i v e l y  g e n e r o u s  p r o g r a m .  O t h e r  s t a t e s  i n  
o u r  n a t i o n  p r o v i d e  m ore  s e r v i c e s  a n d  t h a t  s h o u l d  b e  t h e  d i r e c t i o n  
i n  w h i c h  t h e  A l a s k a  L e g i s l a t u r e  h e a d s  a s  w e l l .

The E f f e c t s  o f  IHS B e n e f i c i a r i e s '  U se  o f  t h e  M e d i c a i d  P r o g r a m

IHS b e n e f i c i a r i e s  a r e  a  l a r g e  u s e r  o f  t h e  M e d i c a i d  P r o g r a m .  
H ow ever ,  t h e  f i s c a l  r e a l i t y  t h i s  i m p o s e s  on  t h e  M e d i c a i d  P r o g ra m  
i s  n o t  w h a t  o n e  w o u l d  t h i n k .  The S t a t e  o f  A l a s k a  r e c e i v e s  100% 
r e i m b u r s e m e n t  f r o m  t h e  f e d e r a l  g o v e r n m e n t  f o r  IHS b e n e f i c i a r i e s  
t h a t  u t i l i z e  M e d i c a i d .  T h i s  r e s u l t s  i n  b r o a d e r  u s e r  a c c e s s  t o  a 
n o n - I H S  b e n e f i c i a r y  p o p u l a t i o n .  A d d i t i o n a l l y ,  t h e  IHS b e n e f i c i a r y  
who u t i l i z e s  t h e  M e d i c a i d  P r o g r a m  a c t u a l l y  h a s  a  p o s i t i v e  i m p a c t  
on  o u r  S t a t e ' s  e co n o m y .  The f e d e r a l l y  r e i m b u r s e d  d o l l a r s  c r e a t e  
j o b s  i n  t h e  p r i v a t e  h e a l t h  c a r e  s e c t o r  t h a t  may n o t  b e  o t h e r w i s e  
a v a i l a b l e .

The  A l a s k a  N a t i v e  H e a l t h  C a r e  D e l i v e r y  S y s t e m  e n c o u r a g e s  t h e  
A l a s k a  S t a t e  L e g i s l a t u r e  n o t  t o  c u t  t h e  M e d i c a i d  P r o g r a m  an d  
l o w e r  t h e  w e l l n e s s  o f  A l a s k a n s  f o r  t h e  b e n e f i t  o f  f i s c a l  
c o n s e r v a t i o n .

MS. SANDRA MIRONOV, h e a l t h  a d m i n i s t r a t o r  f o r  t h e  Yukon Kuskokwim 
H e a l t h  C o r p o r a t i o n ,  made t h e  f o l l o w i n g  c o m m e n ts .  L a s t  s p r i n g ,  
t h e  L e g i s l a t u r e  h a d  some q u e s t i o n s  a b o u t  a  b u d g e t  r e q u e s t  u n i t  
a n d  how t h e  money was  u s e d .  A b u d g e t  r e q u e s t  u n i t  i s  d i r e c t  
f u n d i n g  f r o m  t h e  S t a t e  o f  A l a s k a  t o  d i f f e r e n t  o r g a n i z a t i o n s  
a c r o s s  t h e  s t a t e .  I t  was  e s t a b l i s h e d  a b o u t  20 y e a r s  ag o  t o  
d e v e l o p  s e r v i c e s  i n  r u r a l  a r e a s  t o  p r o v i d e  b e t t e r  a c c e s s  t o  
A l a s k a n s  t h a t  h a d  no  s e r v i c e s .  She  n o t e d  t h a t  s h e  d i s t r i b u t e d  t o  
members  a n  o v e r v i e w  o f  t h e  Yukon Kuskokwim H e a l t h  C o r p o r a t i o n ' s  
(YKHC) u s e  o f  t h e  b u d g e t  r e q u e s t  u n i t  a n d  t e s t i m o n y  f ro m  
c o n s u m e r s  i n  t h e  r e g i o n ,  p r e p a r e d  f o r  t h e  L e g i s l a t u r e  l a s t  A p r i l .

S he  p r o v i d e d  t h e  f o l l o w i n g  h i g h l i g h t s  o f  t h e  h a n d o u t s .  The 
b u d g e t  r e q u e s t  u n i t  c u r r e n t l y  f u n d s  a b o u t  o n e - t h i r d  o f  t h e  
s e r v i c e s  o f  a l l  m e n t a l  h e a l t h  a n d  s u b s t a n c e  a b u s e  s e r v i c e s  i n  t h e  
r e g i o n  p r o v i d e d  b y  YKHC. I t  a l s o  f u n d s  a  s i g n i f i c a n t  p o r t i o n  o f  
o u r  c o m m u n i ty  h e a l t h  s e r v i c e s  a n d  t h e  h e a l t h  a i d e  p r o g r a m .  I t  i s  
t h e  c o r e  o f  YKHC's s e r v i c e s .  P ag e  2 c o n t a i n s  a  g r a p h  s h o w i n g  how 
much o f  t h e  a c t u a l  s e r v i c e s  a r e  c o v e r e d  b y  M e d i c a i d  t h a t  a r e  
p r o v i d e d  i n  t h e  r e g i o n .  The YKHC's c o n c e r n s  a b o u t  t h e  b u d g e t  
r e q u e s t  u n i t  a r e  t h a t  i f  t h i s  f u n d i n g  was c u t  f r o m  t h e  s t a t e  
b u d g e t ,  YKHC w o u l d  b e  p u t  a t  a  v e r y  u n f a i r  d i s a d v a n t a g e  i n  aSENATE HES COMMITTEE -1 3 - Novem ber 8 , 2001



r u r a l  c o m m u n i ty .  YKHC d o e s  n o t  h a v e  t h e  c a p a c i t y  t o  w r i t e  
c o m p e t i t i v e  g r a n t s  i n  t h e  r u r a l  c o m m u n i t i e s  t h a t  a r e  o f t e n  
a v a i l a b l e  t o  p e o p l e  i n  u r b a n  a r e a s .  The p o p u l a t i o n  i n  r u r a l  
v i l l a g e s  d o e s  n o t  p r o v i d e  t h e  s k i l l s  n e c e s s a r y .  I f  s e r v i c e s  a r e  
l o s t  i n  r u r a l  c o m m u n i t i e s ,  o t h e r  c o m m u n i t i e s  w o u l d  h a v e  t o  
p r o v i d e  th o r - e  s e r v i c e s .  YKHC i s  c o n c e r n e d  t h a t  p e o p l e  m i g h t  n o t  
s e e k  s e r v i c e s  i f  t h e y  a r e  n o t  a v a i l a b l e  u n t i l  t h e y  g e t  i n t o  a  
c r i s i s  s i t u a t i o n ,  a t  w h i c h  t i m e  t h e y  w o u l d  h a v e  t o  b e  t r a n s p o r t e d  
s e v e r a l  h u n d r e d  m i l e s  f r o m  home t o  g e t  t h e  n e c e s s a r y  s e r v i c e s .  
I n  a d d i t i o n ,  t h o s e  p e o p l e  w i l l  h a v e  no  f o l l o w - u p  s e r v i c e s  when 
t h e y  r e t u r n  home.

CHAIRWOMAN GREEN i n f o r m e d  p a r t i c i p a n t s  t h a t  t o d a y ' s  h e a r i n g  i s  
n o t  a  b u d g e t  h e a r i n g .

MS. MIRONOV s a i d  s h e  u n d e r s t o o d  b u t  t h a t  t h e  b u d g e t  r e q u e s t  u n i t  
i s  a  v e r y  i m p o r t a n t  in c o m e  s t r e a m  t o  YKHC a n d  s h e  w a n t e d  t o  g e t  
t h e  i n f o r m a t i o n  on  t h e  t a b l e  f o r  t h e  c o m m i t t e e ' s  c o n s i d e r a t i o n  
t h r o u g h o u t  i t s  d e l i b e r a t i o n s  on  M e d i c a i d .

CHAIRWOMAN GREEN a s k e d  Ms. M i r o n o v  i f  s h e  i s  r e f e r r i n g  t o  t h e  
n o n - c o m p e t i t i v e  g r a n t s .

MS. MIRONOV'S a n s w e r  was  i n d i s c e r n i b l e .

CHAIRWOMAN GREEN n o t e d  t h a t  when t h e  n o n - c o m p e t i t i v e  g r a n t  
p r o c e s s  b e g a n ,  o u t l i n e  u n i t s  w e r e  n o t  b i l l i n g  o r  c o l l e c t i n g  a l l  
r e i m b u r s e m e n t s  o r  c o - p a y m e n t s .  T h a t  c i r c u m s t a n c e  no  l o n g e r  
e x i s t s .  T he  L e g i s l a t u r e  i s  t r y i n g  t o  f i g u r e  o u t  w h a t  t o  do  w i t h  
t h o s e  f a c i l i t i e s  t h a t  a r e  n o t  b u i l t  [ b i l l e d ] , t h o s e  w i t h o u t  
i n s u r a n c e ,  t h o s e  w i t h o u t  c o - p a y ,  y e t  h a v e  t h e  same 
r e s p o n s i b i l i t i e s  o f  YKHC. Many o f  t h e  l a r g e r  f a c i l i t i e s  h a v e  t h e  
a b i l i t y  t o  b i l l  M e d i c a i d .  The L e g i s l a t u r e  n e e d s  t o  d e c i d e  how t o  
u s e  t h a t  p o c k e t  o f  money t o  s e r v e  t h o s e  p e o p l e  who h a v e  no  
a b i l i t y  t o  g e t  r e i m b u r s e d .  She  p o i n t e d  o u t  t h e  c o m p e t i t i v e  g r a n t  
p r o c e s s  w o u l d  s t i l l  b e  a v a i l a b l e  f o r  m o re  s o p h i s t i c a t e d  
o r g a n i z a t i o n s .

MS. MIRONOV c o n c l u d e d  b y  s a y i n g  t h e r e  i s  s t i l l  a  s i g n i f i c a n t  
p o p u l a t i o n  i n  r u r a l  A l a s k a  t h a t  i s  n o t  c o v e r e d  b y  M e d i c a i d .  The 
b u d g e t  r e q u e s t  u n i t  f u n d i n g  s t r e a m  h e l p s  t h o s e  p e o p l e  a c c e s s  
s e r v i c e s  i n  r u r a l  A l a s k a .  I t  i s  v e r y  i m p o r t a n t  a s  a  s u p p l e m e n t  
t o  t h e  M e d i c a i d  p r o g r a m  f o r  r u r a l  A l a s k a n s .

MR. DAN WINKELMAN, l e g a l  c o u n s e l  t o  t h e  YKHC, g a v e  t h e  f o l l o w i n g  
t e s t i m o n y .

Good a f t e r n o o n  C h a i r  a n d  S u b c o m m i t t e e  m e m b e r s .  My name
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i s  Dan W in k e lm an ,  I  am L e g a l  C o u n s e l  f o r  t h e  Yukon-  
Kuskokwim H e a l t h  C o r p o r a t i o n  l o c a t e d  i n  B e t h e l .  Thank  
yo u  f o r  t h i s  o p p o r t u n i t y  t o  p a r t i c i p a t e  a t  t h i s  
S u b c o m m i t t e e  m e e t i n g ,  t o  d i s c u s s  t h e  f u t u r e  o f  o u r  
S t a t e ' s  h e a l t h  c a r e  a n d  w e l f a r e .

YKHC i s  c o m p r i s e d  o f  58 f e d e r a l l y  r e c o g n i z e d  t r i b e s  
o p e r a t i n g  p u r s u a n t  t o  a  c o m p a c t  w i t h  t h e  f e d e r a l  
g o v e r n m e n t  u n d e r  t h e  I n d i a n  S e l f - D e t e r m i n a t i o n  
E d u c a t i o n  a n d  A s s i s t a n c e  A c t .  We o p e r a t e  t h e  o n l y  
h o s p i t a l  i n  B e t h e l  a s  w e l l  a s  49 v i l l a g e - b a s e d  c l i n i c s  
s t a f f e d  w i t h  c o m m u n i ty  h e a l t h  a i d e  p r a c t i t i o n e r s  a n d  3 
s u b - r e g i o n a l  c l i n i c s  s t a f f e d  w i t h  c o m m u n i ty  h e a l t h  a i d e  
p r a c t i t i o n e r s ,  r e g i s t e r e d  n u r s e s  a n d  m i d - l e v e l  
p r a c t i t i o n e r s .

YKHC u r g e s  t h i s  S u b c o m m i t t e e ,  when c o n s i d e r i n g  M e d i c a i d  
c o s t - c o n t a i n m e n t  m e a s u r e s  f o r  t h e  n e x t  f i s c a l  y e a r ,  t o  
u n d e r s t a n d  t h a t  u n d e r  t h e  I n d i a n  H e a l t h  C a r e  
I m p r o v e m e n t  A c t ,  c h e  F e d e r a l  g o v e r n m e n t  s u b s i d i z e s  100% 
o f  t h e  c o s t  o f  p r o v i d i n g  m e d i c a l  s e r v i c e s  t o  M e d i c a i d -  
e l i g i b l e  A l a s k a  N a t i v e  p a t i e n t s  t h r o u g h  A l a s k a  N a t i v e  
t r i b e  o r  t r i b a l  h e a l t h  o r g a n i z a t i o n  f a c i l i t i e s .  
A l a s k a ' s  F e d e r a l  M atch  P e r c e n t a g e ,  o t h e r w i s e  known a s  
t h e  F e d e r a l  M e d i c a l  A s s i s t a n c e  P e r c e n t a g e  o r  "FMAP", i s  
100% f o r  h e a l t h  c a r e  s e r v i c e s  p r o v i d e d  t o  M e d i c a i d -  
e l i g i b l e  A l a s k a  N a t i v e  p a t i e n t s .  I n d e e d ,  when C o n g r e s s  
e n a c t e d  t h i s  l a w ,  t h e  U .S .  S e n a t e  S e l e c t  C o m m i t t e e  on 
I n d i a n  A f f a i r s  s t a t e d  i n  i t s  S e n a t e  R e p o r t ,  a n d  I  
q u o t e :

T h u s ,  t h e  F e d e r a l  G o v e rn m e n t  w o u ld  p a y  f o r  
100% o f  t h e  r e i m b u r s e m e n t s  t o  t r i b a l l y - o w n e d  
h e a l t h  f a c i l i t i e s  f o r  s e r v i c e s  p r o v i d e d  t o  
M e d i c a i d - e l i g i b l e  I n d i a n  p a t i e n t s .  T h i s ,  i n  
t u r n ,  would r e d u ce  th e  s t a t e s '  c u r r e n t  sh a r e  
o f  M ed ic a id  e x p e n d i t u r e s  to  0% f o r  t h e s e  same 
f a c i l i t i e s . As a  r e s u l t ,  N a t i v e  A m e r i c a n s  
w i l l  h a v e  b e t t e r  a c c e s s  t o  h e a l t h  c a r e  
s e r v i c e s  a n d  w i l l  b e  a b l e  t o  m o re  f u l l y  
u t i l i z e  t h i r d  p a r t y  r e s o u r c e s  t o  w h i c h  t h e y  
a r e  e n t i t l e d .

T h e r e f o r e ,  100% o f  M e d i c a i d  c o s t s  f o r  A l a s k a  N a t i v e  
p a t i e n t s  i s  100% f e d e r a l  p a s s - t h r o u g h  m o n i e s  r e s u l t i n g  
i n  a  S t a t e  M e d i c a i d  e x p e n d i t u r e  o f  0%. A c c o r d i n g l y ,  a n y  
r e d u c t i o n  i n  M e d i c a i d  r a t e s  p r o p o s e d  b y  t h i s  
S u b c o m m i t t e e  w o u l d  b e  a  r e d u c t i o n  o f  f e d e r a l ,  n o t  s t a t e  
m o n i e s  f o r  M e d i c a i d  e l i g i b l e  A l a s k a  N a t i v e  p a t i e n t s  
r e s u l t i n g  i n  a  d e c r e a s e  o f  h e a l t h  c a r e  s e r v i c e s  t o  
A l a s k a  N a t i v e s  a n d  c o n t r a r y  t o  C o n g r e s s '  i n t e n t .  F o rSENATE HES COMMITTEE - 1 5 - Novem ber 8 , 2001



t h e  f o r e g o i n g  r e a s o n s ,  YKHC s t r o n g l y  u r g e s  t h i s  
s u b c o m m i t t e e  t o  n o t  r e d u c e  t h e  s t a t e ' s  M e d i c a i d  
P r o g r a m .

L a s t l y ,  I  w o u ld  l i k e  t o  i n v i t e  t h e  S u b c o m m i t t e e  t o  
p e r s o n a l l y  t o u r  YKHC a n d  m e e t  w i t h  y o u r  r u r a l  
c o n s t i t u e n t s  b e f o r e  t h e  S u b c o m m i t t e e  p r o p o s e s  h e a l t h  
c a r e  l e g i s l a t i o n  t h a t  w o u ld  n e g a t i v e l y  [ a f f e c t ]  r u r a l  
A l a s k a .

T h an k  y o u .

CHAIRWOMAN GREEN a n n o u n c e d  t h a t  t h e  c o m m i t t e e  w o u ld  h e a r  f r o m  a 
r e p r e s e n t a t i v e  f r o m  S e n a t o r  M u r k o w s k i ' s  o f f i c e .

MR. JOEL GILBERTSON, l e g i s l a t i v e  d i r e c t o r  f o r  U .S .  S e n a t o r  F r a n k  
M u rk o w sk i ,  s t a t e d  t h a t  t o d a y ' s  m e e t i n g  c o u l d  n o t  b e  m ore  t i m e l y  
b e c a u s e  t h e  S e n a t e  F i n a n c e  C o m m i t t e e  w i l l  b e  d o i n g  a  m a r k - u p  o f  
t h e  e c o n o m i c  s t i m u l u s  p a c k a g e  a s  p u t  f o r t h  b y  S e n a t o r  B a u c u s . He 
d i d  n o t  e x p e c t  t h e  e c o n o m i c  s t i m u l u s  p a c k a g e  t o  h a v e  t o o  much t o  
do  w i t h  s t a t e  h e a l t h  c a r e  a n d  w e l f a r e  p r o g r a m s ,  b u t  r i g h t  now t h e  
c o m m i t t e e  i s  d e b a t i n g  a  b i l l  t h a t  w i l l  p r o v i d e  $75 t o  $80 
b i l l i o n ,  t o  b e  p a i r e d  up  w i t h  $20 b i l l i o n  o f  d i r e c t  s p e n d i n g  f ro m  
f l o o r  a m e n d m e n ts .  Of t h a t ,  p r o v i s i o n s  w i l l  a f f e c t  s t a t e s  t h a t  
a d m i n i s t e r  M e d i c a i d  p r o g r a m s ,  u n e m p lo y m e n t  i n s u r a n c e ,  a n d  f o r m u l a  
a d j u s t m e n t s  f o r  t h e  FMAR p r o g r a m .  T h o s e  p r o v i s i o n s  w e re  
u n e x p e c t e d  a n d  may h a v e  a n  u p h i l l  f i g h t  o n c e  t h e  b i l l  r e a c h e s  t h e  
S e n a t e  f l o o r .

MR. GILBERTSON s a i d  when h e  f i r s t  p r e p a r e d  h i s  r e m a r k s  t o  t h e  
c o m m i t t e e ,  h e  f o c u s e d  on  b i l l s  t h a t  h a v e  b e e n  p e n d i n g  a t  t h e  
f e d e r a l  l e v e l  a n d  t h e  p r o s p e c t s  f o r  a n y  t r u e  c h a n g e s  t o  some o f  
t h e  f o r m u l a - d r i v e n ,  s t a t e  a d m i n i s t e r e d  h e a l t h  a n d  w e l f a r e  
p r o g r a m s .  T h a t  f o c u s  h a s  c h a n g e d  i n  t h e  l a s t  w eek  b e c a u s e  o f  t h e  
a d j u s t m e n t  t o  w h a t  w i l l  b e  i n c l u d e d  i n  S e n a t o r  B a u c u s ' s  e c o n o m ic  
s t i m u l u s  p a c k a g e .  O r i g i n a l l y ,  h e  t h o u g h t  t h e r e  w o u ld  b e  v e r y  few 
c h a n g e s  made a t  t h e  f e d e r a l  l e v e l . A nu m b er  o f  p r o p o s a l s  h a v e  
b e e n  b r o u g h t  f o r t h  t o  a d d r e s s  i s s u e s  w i t h  f e d e r a l  [ i n d i s c . ]  
r a t e s ,  a n d  i s s u e s  o f  w h a t  M e d i c a i d  e x p a n s i o n s  w i l l  b e  made 
o p t i o n a l  f o r  s t a t e s ,  a d d i t i o n a l  s e r v i c e s ,  a n d  m o d e r n i z a t i o n  o f  
t h e  CMS i n f r a s t r u c t u r e  i n  W a s h i n g t o n  t h a t  r e p l a c e d  HCRA. T h o se  
i s s u e s  w e r e  c o n s i d e r e d  t o  b e  i n  a  low  p r i o r i t y  c a t e g o r y  a t  t h e  
b e g i n n i n g  o f  t h i s  y e a r  on t h e  f e d e r a l  l e v e l .  H ow ever ,  t h e  e v e n t s  
o f  S e p t e m b e r  11 h a v e  p r e s e n t e d  new p r i o r i t i e s  t o  C o n g r e s s :  
a v i a t i o n  s e c u r i t y ;  t h e  e c o n o m i c  s t i m u l u s  p a c k a g e ;  a  b i o - t e r r o r i s m  
b i l l ;  a  few m e a s u r e s  t o  f i g h t  a g a i n s t  t e r r o r i s m ;  a n d  i n c r e a s e d  
a p p r o p r i a t i o n s  f o r  t h e  d e f e n s e  i n d u s t r y  a n d  t h e  m i l i t a r y .  T h a t  
p u t  a  l o t  o f  t h e  h e a l t h  a n d  w e l f a r e  p r o g r a m s  on  a  b a c k  b u r n e r  a n d  
h a s  c r e a t e d  a  l o t  o f  u n c e r t a i n t y  a s  t o  w h a t  d i r e c t i o n  w i l l  be  
t a k e n  w i t h i n  t h e  c o m m i t t e e  o f  j u r i s d i c t i o n  on  t h e  S e n a t e  s i d e  a n d  
t h e  F i n a n c e  C o m m i t t e e  u n d e r  t h e  new c h a i r m a n ,  S e n a t o r  B a u c u s .  HeSENATE HES COMMITTEE - 1 6 - Novem ber 8 , 2001



p o i n t e d  o u t  t h a t  two d a y s  a g o ,  S e n a t o r  B au c u s  i n c l u d e d  t h e
f o l l o w i n g  p r o v i s i o n s :

•  t e m p o r a r i l y  e x t e n d  a n d  b r o a d e n  u n e m p lo y m e n t  i n s u r a n c e  
b e n e f i t s ,

• c r e a t e  a  new f e d e r a l  s u b s i d y  o f  75 p e r c e n t  f o r  COBRA
c o n t i n u a t i o n  c o v e r a g e ,

• g i v e  new a u t h o r i t y  t o  s t a t e s  t o  e x p a n d  t h e  M e d i c a i d  p r o g r a m  
t o  c o v e r  d i s p l a c e d  w o r k e r s  a n d  t h e i r  f a m i l i e s ,

•  e n h a n c e  t h e  CHIP m a t c h  r a t e  f o r  s t a t e s ,
•  g i v e  s t a t e s  t h e  o p t i o n  t o  u s e  M e d i c a i d  f u n d s  a t  t h e  CHIP

m a t c h  r a t e  t o  s u b s i d i z e  t h e  r e m a i n d e r  o f  COBRA p rem iu m s  f o r
l o w - i n c o m e  i n d i v i d u a l s ,

•  a d j u s t  t h e  f e d e r a l  m e d i c a l  a s s i s t a n c e  p e r c e n t a g e  (FMAP) f o r  
a l l  s t a t e s  -  i t  was  o r i g i n a l l y  d r a f t e d  t o  h o l d  h a r m l e s s  a l l  
s t a t e s  s c h e d u l e d  f o r  a n  FMAP r e d u c t i o n  i n  t h e  c o m in g  y e a r ,

• p r o v i d e  a  o n e  p o i n t  b o n u s  f o r  a l l  s t a t e s ,  an d
• c l a s s i f y  a l l  s t a t e s  w i t h  a n  u n d e f i n e d  l e v e l  i n  t h e  i n c r e a s e  

o f  u n e m p lo y m e n t  d e b t s  a n  a d d i t i o n a l  o n e  p o i n t  b o n u s .  L a s t  
n i g h t  t h a t  was  e x p a n d e d  t o  a  iVz p e r c e n t  b o n u s  f o r  a l l  s t a t e s  
a n d  a n o t h e r  1 1 / 2  p e r c e n t  b o n u s  f o r  s t a t e s  deem ed  t o  h a v e  an  
e n h a n c e d  am o u n t  o f  u n e m p lo y m e n t  a s  t h e  r e s u l t  o f  a  
c o m p r o m is e  w i t h  S e n a t o r  B in g am an .

MR. GILBERTSON s a i d  e v e r y t h i n g  h a s  c h a n g e d  i n  t h e  l a s t  24 h o u r s  
s o  h e  w i l l  a n s w e r  q u e s t i o n s  t o  t h e  b e s t  o f  h i s  a b i l i t y .  I n  
a d d i t i o n ,  t h e  b i l l  i s  u n d e r g o i n g  a  m a r k - u p  i n  t h e  S e n a t e  F i n a n c e  
C o m m i t t e e  r i g h t  now. He i n f o r m e d  t h e  c o m m i t t e e  t h a t  o v e r  140 
a m en d m en ts  h a v e  b e e n  f i l e d  a n d  S e n a t o r  M urkow sk i  h a s  n o t  y e t  
e x p r e s s e d  how h e  w i l l  v o t e  on  some o f  t h e s e  i s s u e s .

MR. GILBERTSON s a i d  t h a t  S e n a t o r  M urkow sk i  i s  v e r y  s e n s i t i v e  t o  
t h e  u n f a i r  t r e a t m e n t  t h a t  t h e  c u r r e n t  M e d i c a r e  f o r m u l a  h a s  
c r e a t e d  f o r  r u r a l  s t a t e s ,  p a r t i c u l a r l y  A l a s k a .  The FMAP f o r m u l a  
i t s e l f ,  f r o m  S e n a t o r  M u r k o w s k i ' s  p o s i t i o n ,  was  p o o r l y  d r a f t e d  a n d  
h a s  n o t  b e e n  a d j u s t e d  t o  r e f l e c t  new d a t a  t h a t  shows t h a t  l o o k i n g  
s o l e l y  a t  p e r  c a p i t a  in c o m e  a n d  i g n o r i n g  t h e  c o s t  o f  p r o v i d i n g  
s e r v i c e s  i s  a n  i n a c c u r a t e  way t o  d e t e r m i n e  how s t a t e s  s h o u l d  b e  
r e i m b u r s e d  f o r  p r o v i d i n g  h e a l t h  c a r e  s e r v i c e s .  S e n a t o r  Murkowski  
i s  n o t  s u p p o r t i v e  o f  t h e  p r o p o s a l  p u t  f o r t h  b y  S e n a t o r  B ingaman 
t h a t  was  i n c o r p o r a t e d  i n t o  S e n a t o r  B a u c u s ' s  b i l l  t o  g i v e  an  
a c r o s s - t h e - b o a r d  FMAP i n c r e a s e  co a l l  s t a t e s .  Some s t a t e s  a l r e a d y  
r e c e i v e  m o re  t h a n  t h e y  s h o u l d  w h i l e  o t h e r s  r e c e i v e  l e s s . T h a t  i s  
o n e  r e a s o n  S e n a t o r  M urkow sk i  p u s h e d  a  $200 b i l l i o n  f i v e - y e a r  
a d j u s t m e n t  l a s t  y e a r  o f  t h e  s t a t e s '  FMAP r a t e .  U n f o r t u n a t e l y ,  i t  
was  f o l l o w e d  u p  b y  a  c h a n g e  i n  t h e  B u r e a u  o f  Eco n o m ic  A n a l y s i s ' s  
d e f i n i t i o n  o f  " p e r  c a p i t a  i n c o m e , " w h i c h  l e d  t o  a n  a r t i f i c i a l  
d e c r e a s e .

MR. GILBERTSON r e p e a t e d  t h a t  S e n a t o r  M urkow sk i  d o e s  n o t  b e l i e v e
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a n  a c r o s s - t h e - b o a r d  i n c r e a s e  i n  t h e  FMAP r a t e  i s  t h e  r i g h t  
a p p r o a c h .  F i r s t  i t  i s  o n l y  f o r  o n e  y e a r .  S e c o n d ,  a f t e r  i t  
s u n s e t s ,  i t  d o e s  n o t h i n g  t o  a d d r e s s  t h e  u n d e r l y i n g  p r o b l e m .  The 
f o r m u l a  i t s e l f  h a s  n e v e r  b e e n  a d j u s t e d  o r  m o d i f i e d  t o  a f f e c t  t h e  
r e a l i t i e s  o f  p r e v e n t i v e  c a r e  i n  A l a s k a .  S e n a t o r  M urkow sk i  h a s  
i n f o r m e d  t h e  c o m m i t t e e  t h a t  t h i s  a p p r o a c h  w i l l  w a s t e  b i l l i o n s  o f  
f e d e r a l  d o l l a r s  a n d  d e l a y ,  f o r  o n e  y e a r ,  t h e  d e b a t e  t h a t  n e e d s  t o  
o c c u r ,  t h a t  b e i n g  t o  f o c u s  on  f i x i n g  t h e  f o r m u l a  s o  t h a t  i t  
r e f l e c t s  t h e  h i g h  c o s t  o f  p r o v i d i n g  s e r v i c e s  i n  r u r a l  a r e a s .

CHAIRWOMAN GREEN p o i n t e d  o u t  t h e  l a t e s t  o u tc o m e  on  t h e  FMAP i s s u e  
i s  c e r t a i n l y  m ore  o p t i m i s t i c  t h a n  w h a t  s h e  e x p e c t e d  f r o m  t h e i r  
c o n v e r s a t i o n  s e v e r a l  w eeks  a g o .

MR. GILBERTSON s a i d  t h a t  o b v i o u s l y ,  i f  t h e  c u r r e n t  l a n g u a g e  
p a s s e s ,  A l a s k a  w i l l  b e n e f i t  a n d  t h a t ,  99 p e r c e n t  o f  t h e  t i m e ,  i s  
t h e  s t a n d a r d  S e n a t o r  M urkow sk i  u s e s  t o  d e c i d e  w h e t h e r  t o  s u p p o r t  
l e g i s l a t i o n .  The  p r o b l e m  i s  t h a t  i t  i s  t i e d  i n  w i t h  many t h i n g s  
t h a t  a r e  b a d  f o r  t h e  p r o g r a m ,  f o r  e x a m p l e ,  t o  b r i n g  i n  a  COBRA 
s u b s i d y  a t  t h e  f e d e r a l  l e v e l  t o  p u t  p r e s s u r e  on  s t a t e s  t o  e x p a n d  
c o v e r a g e  f o r  d i s p l a c e d  w o r k e r s . He p o i n t e d  o u t  t h a t  t h i s  m e th o d  
o f  h a n d l i n g  t h e  COBRA s u b s i d y  i s s u e  w o u ld  c r e a t e  a n  i n e f f i c i e n t  
s y s t e m .  The  A d m i n i s t r a t i o n  a n d  t h e  R e p u b l i c a n s  on  t h e  c o m m i t t e e  
f e e l  i t  i s  much m ore  e f f i c i e n t  t o  l o o k  t o w a r d  n a t i o n a l  e m e r g e n c y  
g r a n t s  a l r e a d y  e s t a b l i s h e d  u n d e r  t h e  e n e r g y  p r o g r a m  s y s t e m  t o  
d i s t r i b u t e  f u n d s  t o  s t a t e s  p u r s u a n t  t o  D e p a r t m e n t  o f  L a b o r  
p o l i c i e s  d e v e l o p e d  b a c k  i n  1982 a n d  r e f i n e d  i n  1 9 9 8 .  T h o s e  
p o l i c i e s  a l l o w  g o v e r n o r s  t o  s t e p  i n ,  s u b m i t  a n  a p p l i c a t i o n ,  a n d  
c e r t i f y  t h a t  t h e  e v e n t s  a r e  S e p t e m b e r  11 r e l a t e d .  The s t a t e s  c a n  
u s e  t h a t  money w i t h o u t  h a v i n g  t o  p r o v i d e  m a t c h i n g  f u n d s  t o  
e s t a b l i s h  e m e r g e n c y  a s s i s t a n c e  p r o g r a m s  i n  c o m m u n i t i e s  t h a t  a r e  
d i s p r o p o r t i o n a t e l y  h a r m e d .  By i n s t e a d  p r o v i d i n g  a  COBRA s u b s i d y ,  
f u n d s  w i l l  h a v e  t o  b e  d i s t r i b u t e d  t o  t h e  s t a t e s  o n l y  a f t e r  t h e  
D e p a r t m e n t s  o f  T r a n s p o r t a t i o n  a n d  L a b o r  p r o m u l g a t e  r e g u l a t i o n s  t o  
s e t  up  a  p r o g r a m .  I n  a d d i t i o n ,  s t a t e s  w i l l  h a v e  t o  e s t a b l i s h  
i n f r a s t r u c t u r e  c a p a b l e  o f  a d m i n i s t e r i n g  t h e  f u n d s .  New m a n d a t e s  
w i l l  b e  p u t  on s t a t e s  t o  i d e n t i f y  a n d  c e r t i f y  who i s  COBRA- 
e l i g i b l e .  I t  w i l l  r e q u i r e  s t a t e s  t o  make p a y m e n t s  t o  t h o s e  
r e c i p i e n t s  o r  t o  t h e  i n s u r a n c e  c a r r i e r .  I n  a d d i t i o n ,  s t a t e s  may 
h a v e  t o  s u b s i d i z e  t h e  c o s t  o f  COBRA p re m iu m s  a s  w e l l .  A g a i n ,  
S e n a t o r  M urkow sk i  b e l i e v e s  a  t e m p o r a r y  a c r o s s - t h e - b o a r d  FMAP r a t e  
i n c r e a s e  i s  n o t  t h e  r i g h t  a p p r o a c h  t o  f i x  A l a s k a ' s  p r o b l e m .  T h a t  
t e m p o r a r y  b o o s t  w i l l  p r e v e n t  t h e  S e n a t e  F i n a n c e  C o m m i t t e e  f r o m  
w o r k i n g  on  t h e  p r o b l e m  o v e r  t h e  n e x t  y e a r ,  t h e r e f o r e  i t  w i l l  b e  
p l a c e d  i n t o  a n o t h e r  p o l i t i c a l  c y c l e  a n d  w i l l  s t a r t  f r o m  g r o u n d  
z e r o  a g a i n .

SENATOR TAYLOR com m ented  t h a t  S e n a t o r  M urkow sk i  h a s  b e e n  t h e  l e a d  
p e r s o n  i n  t h e  A l a s k a  d e l e g a t i o n  on  t h e  r e w r i t e  o f  t h e  FMAP 
f o r m u l a .  He s t a t e d  h e  a p p r e c i a t e s  t h e  w o rk  o f  t h e  s t a f f  members  
who h e l p e d  w i t h  t h a t  p r o j e c t .SENATE HES COMMITTEE -1 8 - November 8 , 2001



MR. GILBERTSON n o t e d  t h i s  h a s  a l w a y s  b e e n  a n  u p h i l l  b a t t l e  an d  
t h a t  d e l e g a t i o n  members  h a v e  d o n e  w e l l  c h a n n e l i n g  t h e i r  e n e r g i e s  
w i t h i n  t h e i r  a r e a s  o f  j u r i s d i c t i o n .  The s t a t e  was  l o o k i n g  a t  
some v e r y  d i f f i c u l t  f i n a n c i a l  h a r d s h i p s  g o i n g  i n t o  1 9 9 7 .  At  t h a t  
t i m e  t h e  m a t c h  r a t e  was 5 0 / 5 0 .  S e n a t o r  M u r k o w s k i ' s  f i r s t  e f f o r t  
was  t o  r a i s e  a n d  g e t  a  t h r e e - y e a r  e x t e n s i o n  o f  t h e  A l a s k a  FMAP 
r a t e  a t  5 9 . 8  p e r c e n t  a n d ,  a f t e r  t h a t  e x p i r e d  t o  s e c u r e  a n o t h e r  
e x t e n s i o n .  He was a b l e  t o  p u t  a  f i v e - y e a r  e x t e n s i o n  on  t o  t h a t  
w h i c h  d e c r e a s e d  A l a s k a ' s  p e r  c a p i t a  in co m e  b y  f i v e  p e r c e n t  b e f o r e  
b e i n g  i n s e r t e d  i n t o  t h e  f o r m u l a .  T h a t  w i l l  g e n e r a t e  a n  e x t r a  $40 
m i l l i o n  f o r  t h e  s t a t e  o v e r  t h e  n e x t  f i v e  y e a r s .  S e n a t o r  
M u r k o w s k i ' s  c o n c e r n  i s  w h a t  w i l l  h a p p e n  i n  2005 when t h a t  
e x t e n s i o n  e x p i r e s ,  w h i c h  i s  why h e  f e e l s  i t  i s  m o s t  a p p r o p r i a t e  
t o  f i x  t h e  FMAP f o r m u l a  now.

CHAIRWOMAN GREEN t h a n k e d  Mr. G i l b e r t s o n  f o r  h i s  b r i e f i n g .

MR. BOB LABBE, D i r e c t o r  o f  t h e  D i v i s i o n  o f  M e d i c a l  A s s i s t a n c e ,  
p r e s e n t e d  a  p o w e r  p o i n t  p r e s e n t a t i o n  on  A l a s k a ' s  M e d i c a i d  p r o g r a m  
t o  t h e  c o m m i s s i o n ,  o f  w h i c h  h i g h l i g h t s  f o l l o w .

TAPE 0 1 - 4 8 ,  SIDE A

MR. LABBE d i s c u s s e d  t h e  f o l l o w i n g  o v e r v i e w  o f  t h e  M e d i c a i d  
p r o g r a m .

• A d m i n i s t e r e d  b y  e a c h  S t a t e  u n d e r  a  h o s t  o f  f e d e r a l  r u l e s ,  w i t h  
b o t h  s h a r i n g  i n  t h e  c o s t  o f  t h e  p r o g r a m .
• E l i g i b l e  g r o u p s  p e r  f e d e r a l  l a w
- M a n d a t o r y :  F a m i l y  M e d i c a i d ;  N ewborns  a n d  C h i l d r e n  i n  L o w e s t
P o v e r t y  L e v e l s ;  SSI  r e c i p i e n t s
- O p t i o n a l :  APA r e c i p i e n t s ;  D e n a l i  K id  C a r e ;  P r e g n a n t  women
• S e r v i c e s  a l l o w e d  p e r  f e d e r a l  l a w
- M a n d a t o r y
- O p t i o n a l
• F e d e r a l  l a w  r e q u i r e s  e a c h  S t a t e  t o  h a v e  a  c o m m i t t e e  (MCAC) t o  
a d v i s e  t h e  M e d i c a i d  a g e n c y  i n  o r d e r  t o  o b t a i n  f e d e r a l  m a t c h i n g  
f u n d s .
• E s t a b l i s h e d  b y  t h e  S o c i a l  S e c u r i t y  A c t  Amendments  o f  1965 t o  p a y  
f o r  m e d i c a l  a s s i s t a n c e  f o r  c e r t a i n  i n d i v i d u a l s  a n d  f a m i l i e s  w i t h  
lo w  i n c o m e s  a n d  r e s o u r c e s .

He e x p l a i n e d  t h a t  t h o s e  t h e  s t a t e  i s  r e q u i r e d  t o  c o v e r  u n d e r  
M e d i c a i d  a r e  t e m p o r a r y  a s s i s t a n c e  r e c i p i e n t s ,  r e c i p i e n t s  o f  
S u p p l e m e n t a l  S e c u r i t y  Incom e ( S S I ) ,  p r e g n a n t  women w i t h  i n c o m e s  
b e l o w  133 p e r c e n t  o f  t h e  f e d e r a l  p o v e r t y  l e v e l ,  a n d  c h i l d r e n  who 
f a l l  a t  d i f f e r e n t  in c o m e  l e v e l s  d e p e n d i n g  on  a g e .  I n  a d d i t i o n ,  
o p t i o n a l  g r o u p s  o f  p e o p l e  c a n  b e  s e r v e d .  C u r r e n t l y ,  c h i l d r e n  
w h o se  f a m i l y  in c o m e  i s  u p  t o  200 p e r c e n t  o f  t h e  p o v e r t y  l e v e l  a r e  
e l i g i b l e ,  a s  w e l l  a s  c e r t a i n  a g e d  a n d  d i s a b l e d  r e c i p i e n t s  t h a tSENATE HES COMMITTEE - 1 9 - Novem ber 8 , 2001



f i t  s t a t e - o n l y  c a s h  a s s i s t a n c e  g r a n t s .  A b o u t  40 d i f f e r e n t  
M e d i c a i d - e l i g i b l e  c a t e g o r i e s  e x i s t ;  s t a t e s  m u s t  c o v e r  c e r t a i n  
s e r v i c e s  b u t  c a n  e l e c t  t o  c o v e r  o t h e r s .  S t a t e s  a r e  r e q u i r e d  t o  
h a v e  a  m e d i c a l  c a r e  a d v i s o r y  c o m m i t t e e  t o  r e c e i v e  f e d e r a l  f u n d s .

The A l a s k a  s t a t u t e s  t h a t  a u t h o r i z e  DHSS t o  p a r t i c i p a t e  i n  t h e  
M e d i c a i d  p r o g r a m  f a l l  u n d e r  AS 4 7 . 0 7  ( . 0 2 0 ,  . 0 3 0 ,  . 0 3 5 ) .

MR. LABBE r e v i e w e d  t h e  e l i g i b i l i t y  c r i t e r i a  on  t h e  f o l l o w i n g  
c h a r t  a n d  p o i n t e d  o u t ,  f o r  r e f e r e n c e ,  t h a t  DHSS w o u l d  b e  r e q u i r e d  
t o  c o v e r  a  p r e g n a n t  woman i n  a  f a m i l y  o f  t h r e e  w i t h  a n  in co m e  
u n d e r  $ 2 4 , 0 0 0 .

Eligible Persons
F e d e r a l l y  m a n d a t e d  g r o u p s  i n c l u d e :

F a m i l y  M e d i c a i d
N ewborns  a n d  c h i l d r e n  a t  l o w e s t  p o v e r t y  l e v e l s  
SSI  r e c i p i e n t s
C h i l d r e n  a t  l o w e r  p o v e r t y  l e v e l s  
P r e g n a n t  women a t  l o w e r  p o v e r t y  l e v e l s  

O p t i o n a l  g r o u p s  i n c l u d e :
Some APA r e c i p i e n t s
C h i l d r e n  a t  h i g h e r  p o v e r t y  l e v e l s
P r e g n a n t  women o f  h i g h e r  p o v e r t y  l e v e l s

E l i g i b i l i t y ;  I n  S i m p l e r  T e r m s . . .

Aged 
B l i n d  
D i s a b l e d  
A C h i l d
A C a r e t a k e r  o f  a  C h i l d  
A P r e g n a n t  Woman

CHAIRWOMAN GREEN a s k e d  i f  t h e  SSI  p r o g r a m  i s  a  f e d e r a l  p r o g r a m .

MR. LABBE s a i d  i t  i s  100 p e r c e n t  f e d e r a l l y  f u n d e d  a n d  o p e r a t e d .  
S t a t e s  a r e  r e q u i r e d  t o  p r o v i d e  a  s t a t e  s u p p l e m e n t ,  w h i c h  i n  
A l a s k a ,  i s  t h e  a d u l t  p u b l i c  a s s i s t a n c e  p a y m e n t  (APA). SSI 
r e c i p i e n t s  a r e  t h e n  e l i g i b l e  f o r  M e d i c a i d .  Some o f  t h e  g r o u p s  
who r e c e i v e  APA p a y m e n t s  a r e  r e q u i r e d  b y  f e d e r a l  l a w ,  some a r e  
o p t i o n a l .  The SSI  p r o g r a m  s t a r t e d  i n  1 9 7 4 .  P r i o r  t o  t h a t ,  t h e  
p r o g r a m  was a d m i n i s t e r e d  b y  s t a t e s  a n d  r e q u i r e d  a  s t a t e  m a t c h .

MR. LABBE p o i n t e d  o u t  t h a t  A l a s k a ' s  M e d i c a i d  p r o g r a m  d o e s  n o t  
c o v e r  e v e r y o n e  who i s  l o w - i n c o m e .  Some s t a t e s  h a v e  s p e c i a l  
g r a n t s  a n d  d e m o n s t r a t i o n  w a i v e r s  t o  c o v e r  l o w - i n c o m e  g r o u p s  t h a t  
a r e  e x c l u d e d  f r o m  A l a s k a ' s  p r o g r a m .
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REPRESENTATIVE DYSON com m ented  t h a t  h o s p i t a l s  m u s t  s p r e a d  t h e  
c o s t  o f  t r e a t i n g  f o l k s  w i t h o u t  c o v e r a g e .  He a s k e d  i f  o t h e r  
j u r i s d i c t i o n s  h a v e  f i g u r e d  o u t  how t o  s o l v e  t h a t  p r o b l e m .

MR. LABBE r e p l i e d  t h a t  some s t a t e s  h a v e  c o n c l u d e d  t h a t  m a k in g  
s u r e  t h a t  e v e r y o n e  i s  c o v e r e d  i n  some way r e d u c e s  t h e  c o s t  
s h i f t i n g .  T h a t  i s  t h e  t h e o r y  b e h i n d  O r e g o n ' s  h e a l t h  p l a n  t h a t  
moved t o w a r d  u n i v e r s a l  c o v e r a g e .  T h a t  p r o g r a m  p r o v i d e s  c o v e r a g e  
i n  s e v e r a l  w a y s ;  p a r t - M e d i c a i d ,  b u y - i n  p r o g r a m s ,  p a r t - i n s u r a n c e . 
The  i d e a  b e h i n d  i t  i s  t h a t  i f  e v e r y o n e  h a s  c o v e r a g e ,  some l e v e l  
o f  p a y m e n t  t a k e s  p l a c e  s o  t h e r e  i s  l e s s  s u b s i d i z a t i o n  f r o m  c o s t -  
s h i f t i n g  .

REPRESENTATIVE DYSON a s k e d  i f  t h o s e  s t a t e s  h a v e  s e e n  t h e  c o s t s  t o  
t h i r d  p a r t y  p a y e r s  d e c r e a s e  s i n c e  c o s t  s u b s i d i z a t i o n  i s n ' t  
h a p p e n i n g  w i t h i n  i n s t i t u t i o n s .

MR. LABBE s a i d  h e  d o e s  n o t  h a v e  t h e  a n s w e r  t o  t h a t  q u e s t i o n  b u t  
c a n  l o o k  i n t o  i t .  He a d d e d  t h a t  h e  i s  n o t  a w a r e  o f  a n y  s t a t e  i n  
w h i c h  e v e r y o n e  i s  f u l l y  c o v e r e d  b u t  H a w a i i  a n d  T e n n e s s e e  seem  t o  
h a v e  t h e  b r o a d e s t  p r o g r a m s .

CHAIRWOMAN GREEN r e c o g n i z e d  t h e  a r r i v a l  o f  R e p r e s e n t a t i v e  C i s s n a .

REPRESENTATIVE CISSNA p o i n t e d  o u t ,  i n  r e f e r e n c e  t o  R e p r e s e n t a t i v e  
D y s o n ' s  q u e s t i o n ,  t h a t  t h e  c o s t s  o f  h e a l t h  c a r e  h a v e  a c c e l e r a t e d  
s o  q u i c k l y  s o  t h a t  e v e r y o n e  i s  s c r a m b l i n g  t o  k e e p  up  w i t h  t h e  
c o s t s  w h i l e  n o t h i n g  h a s  b e e n  d o n e  t o  s t a b i l i z e  t h o s e  c o s t s .  She 
a s k e d  i f  t h a t  i s  a  c o r r e c t  a s s e s s m e n t  o f  w h a t  h a s  b e e n  h a p p e n i n g .

MR. LABBE s a i d  t h e  f a c t  t h a t  c o s t s  h a v e  a c c e l e r a t e d  r a p i d l y  i s  
c o r r e c t  a n d  i s  a  n a t i o n a l  i s s u e .  He n o t e d  t h e  r a t e  o f  i n c r e a s e  
s l o w e d  down f o r  a  few  y e a r s  b u t  i t  i s  now a c c e l e r a t i n g  a g a i n .

MR. LABBE p r o v i d e d  t h e  f o l l o w i n g  c h a r t  o f  f e d e r a l l y  m a n d a t e d  
s e r v i c e s .  He p o i n t e d  o u t  t h a t  f o r  c h i l d r e n ,  a l l  t h e  s e r v i c e s  a r e  
m a n d a t o r y  a s  t h e  r e s u l t  o f  a  m o d i f i c a t i o n  o f  t h e  f e d e r a l  l a w  i n  
1 9 8 9 .  T h a t  m o d i f i c a t i o n  r e q u i r e d  s t a t e s  t o  p r o v i d e  n e c e s s a r y  
s e r v i c e s  f o r  a  c h i l d  t o  c o r r e c t  a  c o n d i t i o n ,  e v e n  i f  t h a t  s e r v i c e  
i s  n o t  c o v e r e d  i n  g e n e r a l  b y  t h e  s t a t e ' s  M e d i c a i d  p r o g r a m .  An 
e x a m p l e  w o u ld  b e  p h y s i c a l  t h e r a p y ,  w h i c h  i s  n o t  l i s t e d  a s  a 
m a n d a t o r y  s e r v i c e .

F e d e r a l l y  M a n d a t e d  S e r v i c e s  -  M a n d a t o r y  S e r v i c e s :  S e c .  1 9 0 5 ,
S o c i a l  S e c u r i t y  A c t

I n p a t i e n t  h o s p i t a l  s e r v i c e s  
O u t p a t i e n t  h o s p i t a l  s e r v i c e s  
P r e n a t a l  c a r e  
V a c c i n e s  f o r  c h i l d r e n  
P h y s i c i a n  s e r v i c e s  
N u r s i n g  f a c i l i t y  s e r v i c e sSENATE HES COMMITTEE - 2 1 - No vem ber 8 , 2001



F a m i l y  p l a n n i n g  s e r v i c e s  a n d  s u p p l i e s  
R u r a l  h e a l t h  c l i n i c  s e r v i c e s
H o m e  h e a l t h  c a r e  f o r  p e r s o n s  e l i g i b l e  f o r  s k i l l e d - n u r s i n g  s e r v i c e s  
L a b o r a t o r y  a n d  x - r a y  s e r v i c e s
P e d i a t r i c  a n d  f a m i l y  n u r s e  p r a c t i t i o n e r  s e r v i c e s  
N u r s e - m i d w i f e  s e r v i c e s
F e d e r a l l y  q u a l i f i e d  h e a l t h - c e n t e r  ( F Q HC )  s e r v i c e s

E a r l y  a n d  p e r i o d i c  s c r e e n i n g ,  d i a g n o s t i c ,  a n d  t r e a t m e n t  ( E P S D T )

C h ild re n 's  Serv ices

A l l  m e d i c a l l y  n e c e s s a r y  h e a l t h  c a r e  s e r v i c e s  m u s t  b e  c o v e r e d  f o r  e l i g i b l e  
c h i l d r e n .

- W i t h i n  t h e  s c o p e  o f  m a n d a t o r y  o r  o p t i o n a l  s e r v i c e s  u n d e r  F e d e r a l  l a w .
- E v e n  i f  t h o s e  s e r v i c e s  a r e  n o t  i n c l u d e d  a s  p a r t  o f  t h e  c o v e r e d  s e r v i c e s  i n  
t h a t  S t a t e ' s  p l a n .
MR. LABBE t h e n  d i s c u s s e d  t h e  f o l l o w i n g  o p t i o n a l  s e r v i c e s  t h a t  
s t a t e s  may e l e c t  t o  c o v e r .

O p t i o n a l  S e r v i c e s  
AS 4 7 . 0 7 . 0 3 0

( |  S e l e c t e d  b y  t h e  A l a s k a  L e g i s l a t u r e  f o r  c o v e r a g e )

> A m b u l a t o r y  s u r g e r y  c e n t e r  s e r v i c e s  
♦ C a s e  m a n a g e m e n t  s e r v i c e s  
C h i r o p r a c t i c
C h r i s t i a n  S c i e n c e  s a n a t o r i u m  
C l i n i c  s e r v i c e s
C o m m u n i t y  s u p p o r t e d  l i v i n g  a r r a n g e m e n t s
> D e n t a l  ( a d u l t s  l i m i t e d  to  em ergency  t r e a tm e n t  f o r  p a in  and i n f e c t i o n )  
D e n t u r e s
D i a g n o s t i c  s e r v i c e s  
I  D u r a b l e  m e d i c a l  e q u i p m e n t
E m e r g e n c y  h o s p i t a l  s e r v i c e s  ( f o r  h o s p i t a l s  n o t  e n r o l l e d )
> H o m e  a n d  c o m m u n i t y  c a r e
> H o m e  h e a l t h
> H o s p i c e  s e r v i c e s

I n t e r m e d i a t e  C a r e  F a c i l i t y  f o r  t h e  M e n t a l l y  R e t a r d e d  ( I C F / M R )
> S e r v i c e s  i n  a n  i n p a t i e n t  p s y c h i a t r i c  f a c i l i t y  f o r  a g e  6 5  a n d  o l d e r

> M e d i c a l  s u p p l i e s
> O c c u p a t i o n a l  t h e r a p y  
O p t o m e t r i s t  s e r v i c e s
I  P e r s o n a l  c a r e  s e r v i c e s
> P h y s i c a l  t h e r a p y  
P o d i a t r y
> P r e s c r i p t i o n  d r u g s  
P r e v e n t i v e  s e r v i c e s  
P r i v a t e  d u t y  n u r s i n g
I  P r o s t h e t i c s  a n d  o r t h o t i c s
I  R e h a b i l i t a t i o n  s e r v i c e s  (m enta l  h e a l t h  and s u b s ta n c e  abuse)
R e s p i r a t o r y  t h e r a p y  
S c r e e n i n g  s e r v i c e s
I  S p e e c h ,  l a n g u a g e  a n d  h e a r i n g  s e r v i c e s
> V i s i o n  s e r v i c e sSENATE HES COMMITTEE -2 2 - Novem ber 8 , 2001



MR. LABBE s a i d  some o f  t h e  e l i g i b i l i t y  g r o u p s  a r e  u p  t h r o u g h  a g e  
18 ,  b u t  a  d i s a b l e d  p e r s o n  who i s  20 w o u ld  b e  c o n s i d e r e d  a  c h i l d  
f o r  t h e  p u r p o s e  o f  t h e  M e d i c a i d  p a c k a g e .

CHAIRWOMAN GREEN a s k e d  how a m i n o r  who i s  a  w a r d  o f  t h e  s t a t e  
w o u ld  b e  t r e a t e d .

MR. LABBE s a i d  t h e  s t a t e  c u r r e n t l y  c o v e r s  19 a n d  2 0 y e a r  o l d s  
u n d e r  t h a t  s y s t e m .  He c l a r i f i e d  t h a t  home a n d  c o m m u n i ty  b a s e d  
s e r v i c e s  a r e  n o t  c o n s i d e r e d  m e d i c a l  s e r v i c e s  t y p i c a l l y  s o  t h e  
s t a t e  i s  n o t  r e q u i r e d  t o  c o v e r  t h o s e  s e r v i c e s  f o r  c h i l d r e n  b u t  i t  
d o e s  h a v e  w a i v e r s  s p e c i f i c  t o  d i s a b l e d  c h i l d r e n .

MR. LABBE show ed  t h e  f o l l o w i n g  l i s t  o f  p r i o r i t y  s e r v i c e s  i n  
s t a t u t e .

AS 4 7 . 0 7 . 0 3 5  P r i o r i t y  o f  m e d i c a l  a s s i s t a n c e  

P r i o r  Type  o f  S e r v i c e  FY01
- i t y

R e c i p i e n
t s
0

C o s t

1 C l i n i c a l  S o c i a l  W o r k e r s  S e r v i c e s $0
2 P s y c h o l o g i s t s  S e r v i c e s 0 $0
3 C h i r o p r a c t i c  S e r v i c e s 0 $0
4 A d v a n c e d  N u r s e  P r a c t i t i o n e r  S e r v i c e s 0 N/A
5 A d u l t  D e n t a l  S e r v i c e s 4 , 7 9 8 $ 1 , 6 9 9 , 2 5 5
6 E m erg e n c y  H o s p i t a l  S e r v i c e s 0 $0
7 M i d w i f e  S e r v i c e s 0 N/A
8 T r e a t m e n t  o f  S p e e c h ,  H e a r i n g ,  a n d  

L a n g u a g e  D i s o r d e r s
1,  686 $ 9 2 0 , 9 1 2

9 O p t o m e t r i s t s  S e r v i c e s  a n d  E y e g l a s s e s 9 , 4 0 7 $ 1 , 1 3 5 , 8 0 7
10 O c c u p a t i o n a l  T h e r a p y 292 $ 4 0 4 , 8 9 4
11 Mammography S c r e e n i n g 928 $ 3 3 , 7 3 3
12 P r o s t h e t i c  D e v i c e s 285 $ 2 4 8 , 9 4 9
13 M e d i c a l  S u p p l i e s  a n d  E q u ip m e n t 1,  874 $ 2 , 5 6 4 , 0 2 2
14
15

T a r g e t e d  C a s e  M anagement  S e r v i c e s  
R e h a b i l i t a t i v e  S e r v i c e s  f o r

0 $0

S u b s t a n c e  A b u s e r s  a n d  E m o t i o n a l l y  
D i s t u r b e d  o r  C h r o n i c a l l y  M e n t a l l y  
111 A d u l t s

735 $ 2 , 5 0 7 , 1 2 4

16 C l i n i c  S e r v i c e s 4 ,  005 $ 4 2 , 5 1 6 , 1 2 3
17 P h y s i c a l  T h e r a p y 9 , 3 1 6 $ 9 1 8 , 4 0 4
18 P e r s o n a l  C a r e  S e r v i c e s  i n  a  

R e c i p i e n t ' s  Home
1 , 1 9 8 $ 6 , 2 5 1 , 0 6 8

19 P r e s c r i b e d  D ru g s 2 6 , 6 6 4 $ 2 7 , 6 5 9 , 1 5 4
20 H o s p i c e  C a r e 5 $ 7 , 4 9 4
21 L o n g -T e rm  C a r e  N o n i n s t i t u t i o n a l  

S e r v i c e s
2 , 2 4 6 $ 5 5 , 4 9 5 , 4 6 5

22 I n p a t i e n t  P s y c h i a t r i c  F a c i l i t y  
S e r v i c e s

490 $ 1 3 , 8 4 5 , 6 8 1
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23 I n t e r m e d i a t e  C a r e  F a c i l i t y  S e r v i c e s  0 
f o r  t h e  M e n t a l l y  R e t a r d e d

24 I n t e r m e d i a t e  C a r e  F a c i l i t y  S e r v i c e s  0 $0

$0

S o u r c e :  MMIS MARS M R - O - 1 2  R e p o r t s

MR. LABBE s a i d  t h e  b i g  c o s t s  b e g i n  w i t h  c l i n i c  s e r v i c e s ,  w h ic h  
a r e  t h e  c o m m u n i ty  m e n t a l  h e a l t h  c l i n i c s .  The c o s t s  a r e  b o r n e  by  
t o t a l  f u n d  d o l l a r s ,  n o t  o n l y  g e n e r a l  f u n d  d o l l a r s  w h i c h  p a y s  
a b o u t  33 p e r c e n t .

CHAIRWOMAN GREEN a s k e d  i f  Mr. L abbe  h a s  a n y  s u g g e s t i o n s  r e g a r d i n g  
t h e  l i s t .

MR. LABBE s a i d  h e  d o e s  n o t ;  h e  showed t h e  l i s t  t o  p o i n t  o u t  t h a t  
when p e o p l e  t a l k  a b o u t  g o i n g  down t h e  l i s t ,  t h e  p r o g r a m  w i l l  h a v e  
t o  c u t  o n e  d o l l a r  t o  s a v e  33 c e n t s ,  a n d  a  nu m b er  o f  s e r v i c e s  w i l l  
b e  e l i m i n a t e d ,  s u c h  a s  m e d i c a l  s u p p l i e s  a n d  e q u i p m e n t .  When h e  
h a s  l o o k e d  a t  t h a t  a p p r o a c h  i n  t h e  p a s t ,  t h e  q u e s t i o n  o f  w h e t h e r  
t h e  M e d i c a i d  p r o g r a m  w i l l  no  l o n g e r  c o v e r  m e n t a l  h e a l t h  s e r v i c e s  
o r  p r e s c r i p t i o n  d r u g s  i s  t h e  k i n d  o f  q u e s t i o n  t h a t  h a s  t o  b e  
a n s w e r e d .  He f e e l s  t h a t  a p p r o a c h  i s  d r a c o n i a n .

REPRESENTATIVE DYSON a s k e d  Mr. L abbe  t o  c l a r i f y  w h a t  h e  m e a n t  by  
t h i s  a p p r o a c h .

MR. LABBE s a i d  h e  was  r e f e r r i n g  t o  r e d u c i n g  c o s t s  b y  c u t t i n g  
s e r v i c e s .  He s t a t e d  some s e r v i c e s  c a n n o t  b e  c u t ;  s o ,  t o  s a v e  $50 
m i l l i o n  i n  g e n e r a l  f u n d s  f o r  e x a m p l e ,  t h e  p r o g r a m  w o u l d  h a v e  t o  
no  l o n g e r  p r o v i d e  p r e s c r i p t i o n  d r u g  c o v e r a g e  a n d  o t h e r  s e r v i c e s .

REPRESENTATIVE CISSNA s a i d  a n o t h e r  way t o  l o o k  a t  t h a t  i s  t o  
f i g u r e  o u t  w h a t  t h e  r e a l  c o s t  i s .  When t h e  l e g i s l a t u r e  l o o k s  a t  
a n y  k i n d  o f  c u t s ,  i t  n e e d s  t o  know t h e  t o t a l  c o s t  b e c a u s e  t h e  
s t a t e  w i l l  l o s e  i f  i t  c u t s  c e r t a i n  t h i n g s .

MR. LABBE p o i n t e d  o u t  t h e  l i s t  o n l y  shows w h a t  DHSS s p e n t  i n  a  
p a r t i c u l a r  s e r v i c e .  S e v e r a l  y e a r s  a g o ,  p e r h a p s  i n  1 9 9 4 ,  a d u l t  
d e n t a l  s e r v i c e s  w e r e  a d d e d  b a c k  i n t o  t h e  p r o g r a m .  At  t h a t  t i m e ,  
DHSS f o u n d  i t  was  s p e n d i n g  q u i t e  a  b i t  o f  money on  o u t p a t i e n t  
h o s p i t a l  s e r v i c e s  b e c a u s e  p e o p l e  who c o u l d  g e t  no  d e n t a l  c a r e  
w o u ld  show u p  t h e r e  when t h e y  h a d  a  d e n t a l  e m e r g e n c y .  He s a i d  
a l t h o u g h  t h e  A d u l t  D e n t a l  S e r v i c e s  p r o g r a m  i s  n o t  c o m p r e h e n s i v e ,  
i t  p r o v i d e s  r e l i e f  f r o m  p a i n  a n d  i n f e c t i o n  a n d  r e d u c e s  t h e  
o u t p a t i e n t  s e r v i c e  c o s t .  He s a i d  h i s  p o i n t  i s  t h a t  i f  s o m e t h i n g  
i s  c u t ,  t h e  c o s t  w i l l  show u p  e l s e w h e r e .

CHAIRWOMAN GREEN a s k e d  i f  t h e  a m o u n t s  on  t h e  p r i o r i t y  l i s t  
r e f l e c t  t h e  a m o u n t s  a c t u a l l y  p a i d .

MR. LABBE s a i d  t h a t  i s  c o r r e c t .SENATE HES COMMITTEE - 2 4 -  Novem ber 8 , 2001



CHAIRWOMAN GREEN a s k e d  how t h e  l i s t  o f  24 s e r v i c e s  was 
p r i o r i t i z e d .

MR. LABBE s a i d  t h e  f i r s t  s e r v i c e  on  t h e  l i s t  w o u l d  b e  t h e  f i r s t  
t o  go  s o  t h a t  t h e  l i s t  i s  i n  r e v e r s e  o r d e r  o f  t h e  i m p o r t a n c e  o f
s e r v i c e s .  He n o t e d  t h e  f i r s t  t h r e e  i t e m s  on  t h e  l i s t  a r e  n o t
c u r r e n t l y  p r o v i d e d .  He e x p l a i n e d  t h a t  n u m b e r  23 r e f e r s  t o  
p a y m e n t s  t o  H a r b o r v i e w  a n d  n um ber  24 r e f e r s  t o  n u r s i n g  home 
p a y m e n t s .  DHSS h a d  no  e x p e n d i t u r e s  on  FY 0 1 .  He i n d i c a t e d  t h a t  
n u m b er  24 s h o u l d  p r o b a b l y  b e  r e m o v e d  f r o m  t h e  s t a t u t e  s i n c e  
n u r s i n g  f a c i l i t y  s e r v i c e s  a r e  m a n d a t o r y .

CHAIRWOMAN GREEN a s k e d  i f  t h e  f i r s t  e x p e n d i t u r e  i s  n u m b e r  2 2 .

MR. LABBE s a i d  n um ber  22 w o u l d  b e  t h e  l a s t  s e r v i c e  c u t ,

CHAIRWOMAN GREEN a s k e d ,  i f  DHSS r a n  o u t  o f  money ,  w o u l d  i t  q u i t  
p a y i n g  f o r  s e r v i c e s  f o r  n u m b e r s  22 ,  21 ,  a n d  2 0 .

MR. LABBE s a i d  i t  w o u l d  n o t  h a p p e n  t h a t  way a n d  t h a t  t h i s  i s  a 
d i f f i c u l t  i s s u e .  When h e  m et  w i t h  t h e  F i n a n c e  C o m m i t t e e  o v e r  t h e  
l a s t  s e v e r a l  y e a r s  o n  t h i s  q u e s t i o n ,  t h e y  d i s c u s s e d  m a k in g  t h i s  
d e c i s i o n  b e f o r e  t h e  e n d  o f  s e s s i o n .  The d i s c u s s i o n  h a s  r e v o l v e d  
a r o u n d  w h e t h e r  i t  i s  b e t t e r  t o  p r o j e c t  e x p e n s e s  low  a n d  come b a c k  
f o r  s u p p l e m e n t a l  f u n d i n g  i f  n e c e s s a r y .  He h a s  f o u n d  t h a t  DHSS 
c a n n o t  c u t  s e r v i c e s  w i t h o u t  p r o m u l g a t i n g  r e g u l a t i o n s  a n d  g i v i n g  
c l i e n t s  n o t i c e .  I n  a d d i t i o n ,  some p a y m e n t s  a r e  i n  t h e  " p i p e l i n e "  
a n d  t h e r e  i s  a  p a y m e n t  l a g .  T h e r e f o r e ,  t o  make a  c u t  e f f e c t i v e  
a n d  g e n e r a t e  t h e  d o l l a r ,  DHSS h a s  t o  h a v e  t h i s  i n  p l a c e  a t  t h e  
f i r s t  o f  t h e  f i s c a l  y e a r  o r  s h o r t l y  t h e r e a f t e r .  Once t h e  f i s c a l  
y e a r  b e g i n s ,  t h e  r e g u l a t i o n  p r o c e s s ,  t h e  c l i e n t  n o t i c e  p r o c e s s ,  
a n d  t h e  p a y m e n t  l a g  r u n  i n t o  t h e  n e x t  y e a r .

SENATOR TAYLOR co m m en ted  t h a t  l e g i s l a t o r s  h a v e  b e e n  t o l d  d u r i n g  
t h e  s e s s i o n  t h a t  DHSS w i l l  h a v e  t o  c u t  o u t  a d u l t  d e n t a l  s e r v i c e s  
a n d  o t h e r  s e r v i c e s  i f  t h e  l e g i s l a t u r e  d o e s  n o t  a c t  i m m e d i a t e l y .  
However ,  t h a t  d o e s  n o t  o c c u r .

MR. LABBE s a i d  t h a t  h a p p e n s  when DHSS p r e s e n t s  a  b u d g e t  a n d  i s  
t o l d  t h e  p r o g r a m  w i l l  o n l y  b e  f u n d e d  a t  a  c e r t a i n  l e v e l .  DHSS 
t h e n  d o e s  a n  i m p a c t  a n a l y s i s  a n d  t h a t  i s  w h a t  i t  w o u ld  h a v e  t o  
d o .  He n o t e d  t h a t  c h a n g i n g  t h e  b e n e f i t  p a c k a g e  w o u l d  n o t  h a p p e n  
w i t h o u t  a  d i s c u s s i o n  w i t h  t h e  l e g i s l a t u r e .

CHAIRWOMAN GREEN a s k e d  Mr. L a b b e  i f  h e  i s  p r o h i b i t e d  f r o m  p r o ­
r a t i n g  p a y m e n t s  i f  h e  f o r e s e e s  a  s h o r t a g e .

MR. LABBE s a i d  h e  b e l i e v e s  t h e r e  i s  a  f e d e r a l  p r o b l e m  w i t h  p r o ­
r a t i o n  b u t  h e  w o u ld  h a v e  t o  r e s e a r c h  t h a t  f u r t h e r .  He s a i d  DHSS 
h a s  s t a t e  a u t h o r i t y  t o  a d j u s t  p a y m e n t  r a t e s  b u t  c e r t a i n  r u l e sSENATE HES COMMITTEE -2 5 - Novem ber 8 , 2001



a p p l y  a n d  t h e  a d j u s t m e n t s  a r e  n o t  t y p i c a l l y  a c r o s s  t h e  b o a r d .  
F o r  e x a m p l e ,  A l a s k a  s t a t u t e  r e q u i r e s  DHSS t o  p a y  a  f a i r  r a t e  f o r  
h e a l t h  f a c i l i t i e s .  The same r e q u i r e m e n t  d o e s  n o t  e x i s t  f o r  
p h y s i c i a n  r a t e s .  He knows i n  t h e  p a s t ,  when s t a t e s  h a v e  t r i e d  t o  
do  a c r o s s  t h e  b o a r d  c u t s ,  t h e  f e d e r a l  a g e n c y  s a y s  a  p r o g r a m  
c a n n o t  b e  d r i v e n  b y  b u d g e t .

REPRESENTATIVE DYSON s a i d  h e  a s s u m e s  DHSS c a n n o t  p r o - r a t e  t h e  
q u a l i f y i n g  f a m i l y  i n c o m e .

MR. LABBE s a i d  t h a t  i s  c o r r e c t .  Moving  on  w i t h  t h e  p r e s e n t a t i o n ,  
Mr. L abbe  e x p l a i n e d  e a c h  s t a t e  i s  r e q u i r e d  t o  h a v e  a  m e d i c a l  c a r e  
a d v i s o r y  c o m m i t t e e  (MCAC), c o m p o se d  o f  s i x  h e a l t h  c a r e  p r o v i d e r s  
a n d  s i x  c o n s u m e r  r e p r e s e n t a t i v e s .  DHSS h a s  a i m e d  f o r  a  f a i r  
g e o g r a p h i c  d i s t r i b u t i o n  a s  w e l l  a s  r e p r e s e n t a t i v e s  f r o m  t h e  
d i f f e r e n t  u s e r  g r o u p s  a n d  m e d i c a l  f i e l d s .

CHAIRWOMAN GREEN a s k e d  i f  a  c h a r g e  o f  t h e  m e d i c a l  c a r e  a d v i s o r y  
c o m m i t t e e  i s  t o  r e v i e w  M e d i c a i d  p r o v i s i o n s  a n d  a g e n c i e s  a n d  
w h e t h e r  i t  comes up  w i t h  p r o p o s e d  p r o g r a m s  o r  c h a n g e s .

MR. LABBE s a i d  t h e  c o m m i t t e e  m akes  r e c o m m e n d a t i o n s  t o  DHSS f o r  
r e g u l a t o r y  c h a n g e s  a n d  on o p e r a t i o n a l  i s s u e s .  He t o l d  c o m m i t t e e  
members  t h a t  t h e  MCAC h e a r s  f r o m  t h e  p u b l i c  a n d  t r i e s  t o  a d v o c a t e  
f o r  a l l  p a r t i c i p a n t s ,  b o t h  p r o v i d e r s  a n d  c o n s u m e r s .

CHAIRWOMAN GREEN a s k e d  i f  t h e  MCAC i s  s u p p o s e d  t o  a c t  a s  a n  
a d v o c a t e  o r  l o b b y .

MR. LABBE s a i d  h e  w o u ld  n o t  c h a r a c t e r i z e  t h e  MCAC t h a t  w ay .  He 
b e l i e v e s  i t s  members  a r e  v e r y  i n t e r e s t e d  i n  h e a l t h  c a r e  b u t  t h e i r  
p r i m a r y  r o l e  i s  t o  make s u r e  t h e  s y s t e m  i s  w o r k i n g  w e l l . F o r  
e x a m p l e ,  DHSS d e v e l o p e d  a  s u r v e y  o f  p r o v i d e r s ,  w h i c h  t h e  MCAC 
r e v i e w e d  a n d  g a v e  DHSS p r a c t i c a l  f e e d b a c k  a n d  a d v i c e .

REPRESENTATIVE DYSON s a i d  h e  b e l i e v e s ,  b y  d e f i n i t i o n ,  t h e  r o l e  o f  
t h e  MCAC i s  a d v o c a c y .

MR. LABBE s a i d  h e  b r i n y s  t h e  MCAC a l o t  o f  m a t e r i a l  f o r  r e v i e w . .

CHAIRWOMAN GREEN a s k e d  i f  t h e  MCAC's r o l e  i s  t o  a d v i s e  DHSS o r  
t h e  l e g i s l a t u r e .

MR. LABBE t h o u g h t  t h e  f e d e r a l  g o v e r n m e n t  e n v i s i o n e d  t h e  MCACs t o  
a d v i s e  t h e  p r o g r a m  a n d  t o  a l l o w  p r o g r a m  m a n a g e r s  t o  h a v e  some 
i n p u t  i n t o  t h e  p r o c e s s .

REPRESENTATIVE CISSNA s a i d  s h e  f e l t  c o m p e l l e d  t o  s a y  t h a t  i t  i s  
" s t i c k y "  b e c a u s e  e v e r y  s i n g l e  p e r s o n  i n  A l a s k a  w a n t s  t o  a d v o c a t e  
f o r  h e l p .  T h e r e f o r e ,  i t  i s  d i f f i c u l t  t o  d e t e r m i n e  when o n e  g r o u p  
may b e  a s k i n g  t o o  much.SENATE HES COMMITTEE - 2 6 - Novem ber 8 , 2001



MR. LABBE s a i d  h i s  n e x t  c h a r t  s p e a k s  t o  w h a t  i s  h a p p e n i n g  
n a t i o n a l l y .

N a t i o n w i d e  M e d i c a i d  E x p e n d i t u r e  G ro w th  
C o n v e r g i n g  T r e n d s  a r e  C a u s i n g  

M e d i c a i d  E x p e n d i t u r e  G ro w th

• I n c r e a s i n g  I n f l a t i o n  i n  H e a l t h  C a r e  M a r k e t  
- P r e s s u r e  t o  i n c r e a s e  p r o v i d e r  p a y m e n t s  
- H i g h e r  c o s t s  f o r  b r a n d  a n d  g e n e r i c  p r e s c r i p t i o n  d r u g s  

• C h a n g i n g  H e a l t h  C a r e  U t i l i z a t i o n
- R e l i a n c e  o n  home & co m m u n i ty  b a s e d  s e r v i c e s  
- G r e a t e r  u s e  o f  p r e s c r i p t i o n  d r u g s ,  new t e c h n o l o g y  

• E x p a n d i n g  E n r o l l m e n t
- E l i g i b i l i t y  e x p a n s i o n s
- G r o w t h  o f  t h e  d i s a b l e d  p o p u l a t i o n  i n  M e d i c a i d  

 - U s e  o f  U p p e r  P a y m e n t  L i m i t  (UPL) A r r a n g e m e n t s __________

MR. LABBE s a i d ,  r e g a r d i n g  i n f l a t i o n ,  c o s t s  w e r e  f a i r l y  f l a t  f o r  
a w h i l e  b u t  a r e  b e g i n n i n g  t o  i n c r e a s e  a g a i n .  The  b i g  i s s u e  
n a t i o n a l l y  i s  p r e s c r i p t i o n  d r u g s .  He t h o u g h t  Mr. G i l b e r t s o n  m i g h t  
d i s c u s s  p r e s c r i p t i o n  d r u g s  b u t  h e  b e l i e v e s  t h a t  a g e n d a  i s  on  t h e  
b a c k  b u r n e r  w i t h  C o n g r e s s  r i g h t  now. He n o t e d  s t a t e s  w o u ld
b e n e f i t  i f  p r e s c r i p t i o n  d r u g s  f o r  s e n i o r s  w e r e  c o v e r e d .

N a t i o n a l  P r o j e c t e d  A v e r a g e  A n n u a l  G ro w th  R a t e  i n  M e d i c a i d ,  
M e d i c a r e ,  & P r i v a t e  H e a l t h  I n s u r a n c e ,  2 0 0 0 - 2 0 0 5

MR. LABBE s t a t e d :

I  t h i n k  i f  y o u  l o o k  a t  t h e  n e x t  p a g e  w h e r e  i t  show s  t h e  
g r o w t h  r a t e s  p r o j e c t e d  -  M e d i c a i d ,  M e d i c a r e  a n d  p r i v a t e  
i n s u r a n c e  -  t h e  o n e  t h a t  I  t h o u g h t  was i n t e r e s t i n g  h e r e  
was t h a t  M e d i c a r e  was  l o w e r  t h a n  M e d i c a i d  a n d  p r i v a t e  
i n s u r a n c e  a n d  I  t h i n k  t h e  M e d i c a r e ,  a g a i n ,  t h e  a r e a s  
l i k e  p r e s c r i p t i o n  d r u g s ,  w h ic h  t h e y  d o n ' t  c o v e r ,  a r e  
one  o f  t h e  b i g g e s t  d r i v e r s  i n  M e d i c a i d  s o  M e d i c a i d  w i l l  
go u p .  The  o t h e r  t h i n g  t h a t  M e d i c a r e  d o e s n ' t  r e a l l y  do 
much o f  i s  l o n g - t e r m  c a r e .  I t ' s  a  v e r y  s h o r t  s t a y  
f o l l o w i n g  h o s p i t a l i z a t i o n .  T hey  s a y  u p  t o  100 d a y s  b u t  
i t ' s  t y p i c a l l y  8 t o  10 d a y s  t h a t  M e d i c a r e  w i l l  p a y  f o r
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a n d  t h e n  i f  t h e  p e r s o n  s t a y s  i n  a  n u r s i n g  f a c i l i t y ,  t h e  
p r i m a r y  p a y e r  t e n d s  t o  become t h e  M e d i c a i d  p r o g r a m ,  
w h i c h  i s  s t a t e  m a t c h .  The same t h i n g  i n  t h e  home a n d  
co m m u n i ty  b a s e d  s e r v i c e s .  M e d i c a r e  d o e s  c o v e r  some
home h e a l t h  b e n e f i t .  A g a i n  t h a t ' s  m ore  s h o r t  t e r m  b u t  
i f  y o u  g e t  t h e  l o n g e r  t e r m  s u p p o r t s  -  p e r s o n a l  c a r e  
a t t e n d a n t  s e r v i c e s ,  some o f  t h e s e  t h i n g s ,  e s s e n t i a l l y  
i t ' s  a  s t a t e  M e d i c a i d  b u s i n e s s .  So I  t h i n k  t h a t ' s  
p a r t l y  -  t h o s e  a r e a s  a r e  g r o w i n g  i n  M e d i c a i d  a n d  t h e  
b a s i c  -  t h e  h o s p i t a l  a n d  t h e  d o c t o r  s t u f f  i s  p r o b a b l y
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t h e  same b u t  when yo u  a d d  t h e s e  p r e s c r i p t i o n  d r u g s ,  
home c a r e ,  n u r s i n g  home c a r e ,  M e d i c a i d  w i l l  b e  g r o w i n g .

MR. LABBE t h e n  d i s c u s s e d  t h e  i n f o r m a t i o n  on  t h e  f o l l o w i n g  c h a r t .
• C h i l d r e n ' s  e l i g i b l e  r e c i p i e n t  n u m b e r s

F Y 0 1  e l i g i b l e  n u m b e r s  r e p r e s e n t  24% o f  A l a s k a ' s  t o t a l  p o p u l a t i o n  
a g e s  0 - 1 8

-* A v e r a g e  i n c r e a s e  i n  e l i g i b l e  g r o w t h  o v e r  l a s t  4  y e a r s  h a s  b e e n  1 0 . 4 %  
C h i l d r e n ' s  e l i g i b l e  r e c i p i e n t  r a t e  o f  g r o w t h  d e c r e a s e d  b y  m o r e  t h a n  
5 0% i n  F Y  0 1
F Y 0 1  a v e r a g e  c o s t  p e r  m o n t h  p e r  e l i g i b l e  c h i l d  w a s  $ 2 8 0

• C h i l d r e n ' s  e x p e n d i t u r e s :
v  3 5% o f  t o t a l  F Y 0 1  M e d i c a i d  e x p e n d i t u r e s  a r e  a t t r i b u t e d  t o  A l a s k a ' s  

c h i l d r e n .
** O v e r  t h e  p a s t  4 y e a r s ,  M e d i c a i d ' s  t o t a l  r a t e  o f  e x p e n d i t u r e  g r o w t h  

h a s  a v e r a g e d  1 5%
O v e r  t h e  p a s t  4  y e a r s ,  t h e  a v e r a g e  i n c r e a s e  i n  e x p e n d i t u r e  g r o w t h  

f o r  c h i l d r e n  h a s  b e e n  1 8 . 8 %
-» 5 5%  o f  F Y  0 1  e x p e n d i t u r e  g r o w t h  w a s  a t t r i b u t a b l e  t o  i n c r e a s e d

e l i g i b l e sFY04 through FY06 to ta l p rojection s are based on a simple lin e a r  trend with a 7.1%SENATE HES COMMITTEE - 2 8 - N ovem ber 8 , 2001
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health spending growth rate applied. Source of Rate: March 2001 Center for Medicare& Medicaid Services' "National Health Care Expenditures P rojection s: 2000-2001".These projection s assume no changes to the e x istin g  program.
MR. LABBE e x p l a i n e d  t h e  c h a r t  p r o j e c t s  t h e  g r o w t h  o f  t h e  D e n a l i  
K id  C a r e  p r o g r a m  t h r o u g h  FY 06 .  The r a t e  o f  g r o w t h  i n c r e a s e d  
m ore  t h a n  50 p e r c e n t  i n  FY 01; t h e  f u t u r e  r a t e  o f  g r o w t h  i s  
p r o j e c t e d  t o  b e  l o w e r .  DHSS e x p a n d e d  M e d i c a i d  s e r v i c e s  i n  t h e  
e a r l y  1 9 9 0 s  when i t  b e g a n  t o  c o v e r  c h i l d r e n  a n d  p r e g n a n t  women a t  
a  h i g h e r  i n c o m e  l e v e l .  DHSS s e r v e d  7 7 , 4 2 2  c h i l d r e n  l a s t  y e a r ,  
a b o u t  24 p e r c e n t  o f  A l a s k a ' s  c h i l d r e n .

REPRESENTATIVE DYSON a s k e d  i f  a n y  j u r i s d i c t i o n ,  o t h e r  t h a n  
p r i v a t e  h e a l t h ,  f i g u r e d  o u t  how t o  r e w a r d  a n d  e n c o u r a g e  h e a l t h y  
b e h a v i o r s .

MR. LABBE s a i d  some p r o g r a m s  e n c o u r a g e  p r e g n a n t  women t o  a c c e s s  
p r e n a t a l  c a r e  s o o n e r  b u t  h e  d i d  n o t  t h i n k  DHSS c o u l d  r e w a r d  
c e r t a i n  b e h a v i o r s .

REPRESENTATIVE CISSNA n o t e d  t h a t  N a t i v e  h e a l t h  a g e n c i e s  a r e  
p u t t i n g  a  l o t  o f  e f f o r t  i n t o  e d u c a t i o n  b e c a u s e  many p e o p l e  do  n o t  
know w h a t  h e a l t h y  h a b i t s  a r e .

SENATOR TAYLOR p o i n t e d  o u t  t h a t  t h e  n u m b e r  o f  e l i g i b l e  
p a r t i c i p a n t s  w i l l  b e  l e s s  t h a n  t h e  f u n d i n g  b y  FY 0 6 .  He a s k e d  
f o r  c l a r i f i c a t i o n .

MR. LABBE s a i d  when t h e  p r o g r a m  was i m p l e m e n t e d ,  t h a t  some o f  t h e  
c o s t s  p e r  p e r s o n  d r o p p e d .  The l a t e r  y e a r s  show t h a t  o n c e  t h e  
p o p u l a t i o n  i s  w e l l  c o v e r e d ,  t h e  c o s t s  w i l l  i n c r e a s e  a s  h e a l t h  
c a r e  c o s t s  i n c r e a s e  s o  t h a t  e x p e n d i t u r e s  w i l l  e x c e e d  t h e  number  
o f  e l i g i b l e  p e o p l e .  He a d d e d  t h a t  same s c e n a r i o  i s  m ore  e v i d e n t  
on  t h e  n e x t  c h a r t  w i t h  t h e  a d u l t  p o p u l a t i o n ,  w h e r e  t h e  p o p u l a t i o n  
i s  d e c r e a s i n g  b u t  t h e  e x p e n d i t u r e s  a r e  i n c r e a s i n g .

He p o i n t e d  o u t  t h e  a d u l t  p o p u l a t i o n  i s  made u p ,  p r i m a r i l y ,  o f  t h e  
t e m p o r a r y  a s s i s t a n c e  p o p u l a t i o n  a n d  p r e g n a n t  women. DHSS 
e x p a n d e d  c o v e r a g e  s e v e r a l  y e a r s  ag o  s o  t h a t  p r e g n a n t  women w i t h  a

SENATE HES COMMITTEE - 2 9 - November  8, 2001



h i g h e r  i n c o m e  l e v e l  w e r e  e l i g i b l e .  A t  t h e  same t i m e ,  t e m p o r a r y  
a s s i s t a n c e  c a s e s  h a v e  b e e n  l o w e r  c o s t  b e c a u s e  t h o s e  c l i e n t s  
r e c e i v e  c o v e r a g e  b a s e d  on  t h e  f a c t  t h e y  r e c e i v e  c a s h  g r a n t s :  t h e y  
do  n o t  n e c e s s a r i l y  a p p l y  f o r  t h e  p u r p o s e  o f  h e a l t h  c o v e r a g e .  
P e o p l e  move o f f  o f  t h e  t e m p o r a r y  a s s i s t a n c e  p r o g r a m  s o  t h a t  t h o s e  
who r e m a i n  a r e  t h o s e  w i t h  t h e  m o s t  d i f f i c u l t i e s  i n  m o v in g  i n t o  
t h e  w ork  f o r c e  a n d  f r e q u e n t l y  h a v e  m ore  h e a l t h  p r o b l e m s  a n d  u s e  
m ore  s e r v i c e s .  C o n s e q u e n t l y ,  t h e  c o s t  p e r  p e r s o n  h a s  i n c r e a s e d  
w h i l e  t h e  c a s e l o a d  h a s  d r o p p e d .

SENATOR TAYLOR s a i d  o n e  o f  h i s  c o n c e r n s  r e g a r d i n g  t h e  p r e v i o u s  
c h a r t  i s  how many o f  t h e  7 7 , 0 0 0  c h i l d r e n  a r e  a l s o  c o v e r e d  b y  t h e  
P u b l i c  H e a l t h  S e r v i c e  o r  p r i v a t e  i n s u r a n c e .  He n o t e d  M e d i c a i d  
h a s  becom e t h e  f i r s t  p a y e r .

MR. LABBE e x p l a i n e d  t h a t  some c h i l d r e n  h a v e  o t h e r  h e a l t h  
i n s u r a n c e  b u t  t h a t  i s  n o t  a  f a c t o r  t h a t  m akes  a  p e r s o n  i n e l i g i b l e  
f o r  t h e  M e d i c a i d  p r o g r a m .  I f  a  c l i e n t  h a s  o t h e r  i n s u r a n c e ,  
M e d i c a i d  a c t s  a s  t h e  l a s t  p a y e r .  I n  a d d i t i o n ,  t h e  M e d i c a i d  
p r o g r a m  may o f f e r  some b e n e f i t s  t h a t  p r i v a t e  i n s u r a n c e  d o e s  n o t ,  
f o r  e x a m p l e  d e n t a l  s e r v i c e s .  He n o t e d  t h a t  many s e n i o r s  a r e  
e l i g i b l e  f o r  b o t h  M e d i c a r e  a n d  M e d i c a i d .  M e d i c a r e  p a y s  f i r s t  b u t  
i t  d o e s  n o t  c o v e r  p r e s c r i p t i o n  d r u g s  s o  t h o s e  d r u g s  a r e  p a i d  
t h r o u g h  M e d i c a i d .  P a y m e n ts  f o r  M e d i c a r e  a n d  M e d i c a i d  s e r v i c e s  
a r e  c o o r d i n a t e d  s o  t h a t ,  f o r  e x a m p l e ,  M e d i c a r e  may p i c k  up  80 
p e r c e n t  o f  t h e  c o s t s  w h i l e  M e d i c a i d  p a y s  t h e  o t h e r  20 p e r c e n t .  He 
i n f o r m e d  m em bers  t h a t  i f  p r i v a t e  i n s u r a n c e  i s  a v a i l a b l e ,  DHSS h a s  
a  u n i t  t h a t  g o e s  a f t e r  t h e  i n s u r a n c e  company  a n d  r e c o v e r s  f o r  t h e  
s t a t e .

SENATOR TAYLOR a s k e d  why t h e  M e d i c a i d  p r o g r a m  w o u l d  c o v e r  a  b i l l  
f o r  som eone  who i s  e l i g i b l e  f o r  a n d  f u l l y  c o v e r e d  b y  a  N a t i v e  
h e a l t h  s e r v i c e .  He q u e s t i o n e d  why, i f  t h e  N a t i v e  p r o g r a m  i s  
f u l l y  p a i d  f o r  w i t h  f e d e r a l  f u n d s ,  t h e  s t a t e  s h o u l d  g e t  a  b i l l  
f o r  a n y  s e r v i c e s  f o r  t h a t  p e r s o n .

MR. LABBE s a i d  h i s  u n d e r s t a n d i n g  i s  t h a t  t h e  f e d e r a l  l a w  d i r e c t s  
s t a t e s  t o  e n r o l l  a n d  a l l o w  t r i b a l  p r o g r a m s  t o  b i l l  a s  a  way t o  
h e l p  s u p p l e m e n t  d e c l i n i n g  a p p r o p r i a t i o n s .  H ow ever ,  when t h e  
s t a t e  p a y s  t h o s e  p r o v i d e r s ,  i t  c l a i m s  t h a t  p a y m e n t  a t  100 p e r c e n t  
f e d e r a l  f u n d s  s o  n o  g e n e r a l  f u n d  p a y m e n t  i s  b e i n g  m ade .

MR. WINKELMAN, l e g a l  c o u n s e l  f o r  t h e  YKC H e a l t h  C o r p o r a t i o n ,  
e x p l a i n e d  t h a t  C o n g r e s s  v i e w s  t h e  A l a s k a  N a t i v e  c i t i z e n  a s  a  
c i t i z e n  o f  A l a s k a  a n d  t h e  U n i t e d  S t a t e s ,  a n d  a  c i t i z e n  w i t h  a  
t r u s t  r e l a t i o n s h i p  w i t h  t h e  f e d e r a l  g o v e r n m e n t .  T h e r e f o r e  t h o s e  
c i t i z e n s  a r e  e n t i t l e d  t o  b o t h  M e d i c a r e  a n d  M e d i c a i d .  The f e d e r a l  
g o v e r n m e n t  p a y s  100 p e r c e n t  f o r  t h e i r  h e a l t h  c a r e  u n d e r  t h e  FMAP 
s o  no  s t a t e  f u n d s  a r e  b e i n g  e x p e n d e d  f o r  A l a s k a  N a t i v e  M e d i c a i d -  
e l i g i b l e  p a t i e n t s .
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MR. LABBE c o n t i n u e d  h i s  p r e s e n t a t i o n  b y  d e s c r i b i n g  A l a s k a ' s  
e l d e r l y  i n  r e g a r d  t o  t h e  M e d i c a i d  p r o g r a m .
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— Expenditure

FY04 t h r o u g h  FY06 t o t a l  p r o j e c t i o n s  a r e  b a s e d  o n  a  s i m p l e  l i n e a r  
t r e n d  w i t h  a  7.1% h e a l t h  s p e n d i n g  g r o w t h  r a t e  a p p l i e d .  S o u r c e  o f  
R a t e :  M arch  2001 C e n t e r  f o r  M e d i c a r e  & M e d i c a i d  S e r v i c e s '
" N a t i o n a l  H e a l t h  C a r e  E x p e n d i t u r e s  P r o j e c t i o n s :  2 0 0 0 - 2 0 0 1 " .
T h e s e  p r o j e c t i o n s  a s s u m e  no  j h a n g e s  t o  t h e  e x i s t i n g  p r o g r a m .

MR. LABBE p o i n t e d  o u t  t h e  g r o w t h  o f  A l a s k a ' s  s e n i o r  p o p u l a t i o n  i n  
t h e  M e d i c a i d  p r o g r a m  h a s  b e e n  v e r y  c o n s i s t e n t .  I n  t e r m s  o f

* E l d e r l y  E l i g i b l e  R e c i p i e n t  Numbe rs
E l d e r l y  e l i g i b l e  g r o w t h  h a s  a v e r a g e d  3% f o r  t h e  p a s t  4  y e a r s  

^  E l d e r l y  R a t e  o f  g r o w t h  i s  M e d i c a i d ' s  m o s t  c o n s i s t e n t

F Y 0 1  a v e r a g e  c o s t  p e r  m o n t h  p e r  e l i g i b l e  e l d e r l y  p e r s o n  w a s  $ 1 , 2 0 9

0 E l d e r l y  E x p e n d i t u r e s
^  E x p e n d i t u r e  g r o w t h  f o r  t h e  e l d e r l y  h a s  a v e r a g e  1 2% f o r  3 y e a r s

* *  29% o f  F Y 0 1  e x p e n d i t u r e  g r o w t h  w a s  a t t r i b u t a b l e  t o  i n c r e a s e d  e l i g i b l e s

d e m o g r a p h i c s ,  h e  b e l i e v e s  t h e  g e n e r a l  p o p u l a t i o n  i s  g r o w i n g  a t  a  
l o w e r  r a t e  t h a n  t h e  s e n i o r  p o p u l a t i o n .  T h e r e  h a s  b e e n  c o n c e r n e d  
e x p r e s s e d  a b o u t  l o n g - t e r m  c a r e  n e e d s  i n  20 y e a r s  b e c a u s e  o f  a  
l a r g e  n u m b e r  o f  s e n i o r s  who w i l l  b e  o v e r  a g e  8 5 .  How ever ,  t h e  
p o p u l a t i o n  t h a t  i s  a g i n g  i n  A l a s k a  t y p i c a l l y  h a s  m ore  a s s e t s  a n d  
h i g h e r  i n c o m e  s o  t h e y  w i l l  n o t  q u a l i f y  f o r  t h e s e  p r o g r a m s  u n t i l  
t h e y  a r e  i n  n e e d  o f  n u r s i n g  home s e r v i c e s .  The g r o w t h  i s  v e r y  
p r e d i c t a b l e .  S e r v i c e s  f o r  A l a s k a ' s  e l d e r l y  c o m p r i s e  a  f a i r l ySENATE HES COMMITTEE -3 1 - Novem ber 8 , 2001



e x p e n s i v e  p o r t i o n  o f  t h e  M e d i c a i d  c a s e l o a d .  L a s t  y e a r ,  M e d i c a i d  
s e r v e d  7 , 1 5 9  e l d e r l y  i n d i v i d u a l s  a t  a  c o s t  o f  $70 m i l l i o n .  
How ever ,  t h e  s e r v i c e s  t h e y  n e e d  a r e  e x p e n s i v e ,  s u c h  a s  
p r e s c r i p t i o n  d r u g s  a n d  l o n g - t e r m  c a r e .  I f  t h o s e  c l i e n t s  d i d  n o t  
h a v e  M e d i c a r e  c o v e r a g e ,  A l a s k a ' s  c o s t  w o u l d  b e  v e r y  h i g h .  DHSS 
i s  r e q u i r e d  t o  p a y  p re m iu m s  f o r  l o w - i n c o m e  M e d i c a r e  
b e n e f i c i a r i e s .  The f e d e r a l  g o v e r n m e n t  m a t c h e s  t h a t  p a y m e n t .

CHAIRWOMAN GREEN a s k e d  w h e r e  t h e  c o s t s  f o r  t h e  a s s i s t e d  l i v i n g  
s e r v i c e s  show u p .

MR. LABBE s a i d  a s s i s t e d  l i v i n g  s e r v i c e s  f a l l  u n d e r  t h e  home an d  
c o m m u n i ty  b a s e d  w a i v e r s .  He n o t e d  t h e  c h a r t s  show a g g r e g a t e  
c o s t s  a n d  t h a t  h e  w o u l d  p r o v i d e  m ore  d e t a i l  l a t e r .
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MS. RYNNIEVA MOSS, s t a f f  t o  R e p r e s e n t a t i v e  M oss ,  n o t e d  t h a t  
a s s i s t e d  l i v i n g  homes t a k e  i n  v u l n e r a b l e  a d u l t s  a n d  a p p l y  f o r  
M e d i c a i d  w a i v e r s .  O f t e n ,  t h e y  p r o v i d e  m e d i c a l  s e r v i c e s  t h r e e  
m o n th s  b e f o r e  t h e  w a i v e r  i s  a p p r o v e d  a n d  t h e y  c a n n o t  b e  
r e i m b u r s e d  f o r  t h o s e  t h r e e  m o n t h s .  I t  i s  h e r  u n d e r s t a n d i n g  t h a t  
c o u l d  b e  c h a n g e d  a t  t h e  f e d e r a l  l e v e l  b e c a u s e  a s s i s t e d  l i v i n g  
homes a r e  i n  t h e  u n i q u e  p o s i t i o n  o f  n o t  b e i n g  a b l e  t o  b e
r e i m b u r s e d  r e t r o a c t i v e l y .  She a s k e d  Mr. L a b b e  i f  h e  h a s  t a l k e d
t o  t h e  f e d e r a l  g o v e r n m e n t  a b o u t  t h o s e  p o s s i b l e  c h a n g e s ,  w h i c h ,  t o
h e r  u n d e r s t a n d i n g ,  w i l l  h a v e  t o  b e  made l e g i s l a t i v e l y .

MR. LABBE s a i d  h e  h a s  n o t  t a l k e d  t o  a n y o n e  i n  t h e  f e d e r a l
g o v e r n m e n t  a b o u t  r e t r o a c t i v e  p a y m e n t s .  T h a t  i s s u e  h a s  b e e n  u n d e r  
d i s c u s s i o n  i n  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n .  He s t a t e d  t h e  
i s s u e  i s  t h a t  a  p e r s o n  c a n n o t  b e  p u t  on  a  home a n d  co m m u n i ty  
b a s e d  w a i v e r  r e t r o a c t i v e l y .  I f  t h e  s e r v i c e s  b e g i n  b e f o r e  a 
p e r s o n  h a s  a  l e v e l  o f  c a r e  d e t e r m i n a t i o n ,  t h o s e  s e r v i c e s  c a n n o t  
b e  p a i d  p r i o r  t o  t h e  d a t e  o f  d e t e r m i n a t i o n .  He s a i d  h e  h a s  no  
new i n f o r m a t i o n  o n  t h a t  i s s u e  b u t  w i l l  f i n d  o u t .
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CHAIRWOMAN GREEN a n n o u n c e d  t h a t  t h e  c o m m i t t e e  w o u l d  b r e a k  i n  20 
m i n u t e s  f o r  l u n c h  a n d  r e c o n v e n e  a t  1 : 3 0  p . m .

MR. LABBE c o n t i n u e d  h i s  p r e s e n t e i t i o n  a n d  d i s c u s s e d  t h e  d i s a b l e d  
c l i e n t s  i n  A l a s k a ' s  M e d i c a i d  p r o g r a m .  He r e f e r r e d  t o  t h e  
f o l l o w i n g  c h a r t  a n d  s t a t e d  t h a t  l a s t  y e a r ,  t h e  M e d i c a i d  p r o g r a m  
s e r v e d  1 2 , 1 9 4  c l i e n t s ,  b o t h  c h i l d r e n  a n d  a d u l t s  w i t h  
d i s a b i l i t i e s .

• D i s a b l e d  E l i g i b l e  R e c i p i e n t  Number:

V  D i s a b l e d  e l i g i b l e  n u m b e r s  h a v e  m a i n t a i n e d  a  s t e a d y  
i n c r e a s e  o f  a b o u t  5% f o r  4 y e a r s

** FY01 a v e r a g e  c o s t  p e r  m o n th  p e r  d i s a b l e d  r e c i p i e n t  was  
$ 1 , 6 2 4

* D i s a b l e d  E x p e n d i t u r e s :

^  E x p e n d i t u r e  g r o w t h  h a s  a v e r a g e d  m o re  t h a n  17% f o r  4 
y e a r s
28% o f  FY01 e x p e n d i t u r e  g r o w t h  was  a t t r i b u t a b l e  t o  
i n c r e a s e d  e l i g i b l e s

CHAIRWOMAN GREEN s t a t e d  t h e  M a t - S u  V a l l e y  i s  g r o w i n g  f a s t e r  t h a n  
a n y  o t h e r  a r e a  o f  t h e  s t a t e ,  p o p u l a t i o n - w i s e .  She  a s k e d  Mr. 
L a b b e  i f  h i s  c h a r t s  t a k e  t h a t  g r o w t h  i n t o  a c c o u n t .

MR. LABBE s a i d  t h e  p r o j e c t i o n s  a r e  f r o m  DHSS d a t a .

CHAIRWOMAN GREEN s a i d  t h e  p r o j e c t i o n s  c o u l d  b e  a n  u n d e r e s t i m a t e .

MR. LABBE s a i d  t h e y  c o u l d  go  e i t h e r  way a n d ,  i n  f a c t ,  DHSS h a s  
b e e n  l o o k i n g  i n t o  t h e  g r o w t h  r a t e  i n  t h e  n u m b e r  o f  d i s a b i l i t y  
c l i e n t s .  A r e s e a r c h e r  s u g g e s t e d  t h e  d i s a b i l i t y  g r o w t h  f o r  t h e  
a d u l t  p u b l i c  a s s i s t a n c e  p o p u l a t i o n  f o l l o w e d  t h e  b i r t h  r a t e  p l u s  
18 y e a r s .  He s u s p e c t s  t h a t  a s  t h e  b i r t h  r a t e  d r o p p e d ,  t h e  r a t e  
c o u l d  l e v e l  o u t .  He p o i n t e d  o u t  t h i s  c a t e g o r y  i s  t h e  m o s t  
e x p e n s i v e  on  a  p e r  p e r s o n  b a s i s .  A b o u t  50 p e r c e n t  o f  t h e s e  
c l i e n t s  a l s o  r e c e i v e  M e d i c a r e .

REPRESENTATIVE DYSON com m en ted ,  r e g a r d i n g  S e n a t o r  T a y l o r ' s  
q u e s t i o n  a b o u t  e x p e n d i t u r e s  i n c r e a s i n g  a t  a  h i g h e r  r a t e  t h a n  
e n r o l l e e s ,  t h e  s e r v i c e s  s h o u l d  b e  b a s e d  on  t h e  n e e d s  o f  t h e  
p e o p l e  r a t h e r  t h a n  w h a t  i s  a v a i l a b l e .  He a s k e d :

How d o  we k e e p  new p e o p l e  p r o v i d i n g  s e r v i c e s  f r o m  b e i n g  
s a l e s m e n  who a r e  s a y i n g ,  oh  my g o o d n e s s ,  t h e r e ' s  
a n o t h e r  p r o g r a m  y o u  c a n  s i g n  u p  f o r  -  y o u  n e e d  t o  do 
t h i s  -  j u s t  b e c a u s e  t h e  p r o g r a m  i s  a v a i l a b l e  a s  o p p o s e d  
t o  t h e  n e e d s  o f  t h e  c l i e n t  o r  p a t i e n t ?SENATE HES COMMITTEE -3 3 - Novem ber 8 , 2001



MR. LABBE r e p l i e d  i n  t h e  m e d i c a l  s e r v i c e  a r e a ,  DHSS i s  q u i t e  
d e p e n d e n t  on  t h e  p h y s i c i a n  p r e s c r i b i n g  s e r v i c e s . DHSS a l s o  h a s  
c a s e  m an ag em en t  p r o g r a m s  t o  m o n i t o r  u t i l i z a t i o n  a n d  t o  a s s i s t  
f a m i l i e s  i n  f i n d i n g  a  m ore  e f f i c i e n t  u s e  o f  s e r v i c e s .  He p o i n t e d  
o u t  t h a t  o n e  o f  t h e  f a c t o r s  t h a t  i s  d r i v i n g  up  t h e  c o s t  o f  
p r e s c r i p t i o n  d r u g s  n a t i o n a l l y  i s  n o t  o n l y  new t e c h n o l o g y  b u t  
d i r e c t  a d v e r t i s i n g .  He n o t e d  DHSS h a s  a  c o m m i t t e e  t h a t  w o r k s  on 
t h e s e  i s s u e s ,  i n c l u d i n g  e d u c a t i o n .

REPRESENTATIVE DYSON s a i d  h e  i s  on  a  c r u s a d e  t o  c r e a t e  a  p r o c e s s  
w h e r e  e v e r y  p e r s o n  who r e c e i v e s  a s s i s t a n c e  f r o m  t h e  s t a t e  o n l y  
h a s  t o  d e a l  w i t h  o n e  a g e n c y  a n d  m i n i m a l  p a p e r w o r k .  He a s k e d  Mr. 
Labbe  i f  h e  b e l i e v e s  t h a t  i s  a n  i m p r a c t i c a l  g o a l .

MR. LABBE s a i d  h e  b e l i e v e s  i t  i s  a n  a m b i t i o u s  g o a l  b u t  i t  may n o t  
b e  i m p r a c t i c a l ,  e s p e c i a l l y  i n  some a r e a s .  The D i v i s i o n  o f  
M e d i c a l  A s s i s t a n c e  d o e s  n o t  d i r e c t l y  i n t e r a c t  w i t h  c o n s u m e r s ,  f o r  
t h e  m o s t  p a r t .  C l i e n t s  s u b m i t  a  p u b l i c  a s s i s t a n c e  a p p l i c a t i o n .  
D u r i n g  t h a t  p r o c e s s ,  a  c l i e n t  may e n c o u n t e r  m u l t i p l e  a g e n t s .

REPRESENTATIVE DYSON s a i d  h e  i s  a w a r e  o f  p e o p l e  who r e c e i v e  
t e m p o r a r y  a s s i s t a n c e  a n d ,  i n  a d d i t i o n ,  n e e d  c h i l d  c a r e  
a s s i s t a n c e .  T h o s e  p e o p l e  h a v e  t o  r e c a p  a l l  o f  t h e i r  i n f o r m a t i o n  
a n d  c o m p ly  w i t h  s c h e d u l e s  t h a t  a r e  v e r y  d i f f i c u l t ,  p a r t i c u l a r l y  
i n  l i g h t  o f  t h e  f a c t  t h a t  t h e y  a r e  d e a l i n g  w i t h  c h i l d  c a r e  a n d  
t r a n s p o r t a t i o n  p r o b l e m s .  He s a i d  h e  l o n g s  f o r  t h e  d a y  when t h o s e  
p e o p l e  c a n  f i l l  o u t  o n e  f o r m  t h a t  w o u l d  q u a l i f y  th e m  f o r  s e v e r a l  
p r o g r a m s  a n d  i n  w h i c h  o n e  p e r s o n  a c t s  a s  t h e  b r o k e r  f o r  t h e  
f a m i l y .  He a s k e d  i f  a n y  j u r i s d i c t i o n  i n  t h e  c o u n t r y  u s e s  s u c h  a  
p r o c e s s .

MR. LABBE s a i d  t h e  S t a t e  o f  O re g o n  i s  m o v in g  i n t o  t h a t  m o d e l  a n d  
h e  b e l i e v e s  o n e  o r  two  o t h e r  s t a t e s  a r e  m o v in g  i n  t h a t  d i r e c t i o n .

REPRESENTATIVE DYSON s a i d  i f  t h e  s t a t e  made i t  w o rk  b e t t e r  f o r  
r e c i p i e n t s ,  t h e  d e l i v e r y  o f  s e r v i c e s  w o u ld  becom e  m ore  e f f i c i e n t  
a n d  p o s s i b l y  r e d u c e  c o s t s .

MR. LABBE p o i n t e d  o u t  t h e  D i v i s i o n  o f  P u b l i c  A s s i s t a n c e  h a s  a  web 
p a g e  b u t  h e  h a s  n o t  b e e n  i n v o l v e d  i n  t h a t  p r o j e c t .

REPRESENTATIVE CISSNA s a i d  s h e  d i d  some v o l i T ^ e e r  w o rk  f o r  a  
p r o g r a m  f o r  t h e  l o n g - t e r m  m e n t a l l y  i l l  t h a t  was e s t a b l i s h e d  by  
t h e  C a l i f o r n i a  S t a t e  L e g i s l a t u r e  t o  f i n d  a  s o l u t i o n  s i m i l a r  t o  
w h a t  R e p r e s e n t a t i v e  Dyson s u g g e s t e d .  F u n d i n g  s t a y s  w i t h  t h e  
c l i e n t  s o  t h a t  i f  money i s  s a v e d  b y  h o s p i t a l i z a t i o n  s o  t h a t ,  f o r  
e x a m p l e ,  some o f  t h e  c l i e n t s  w e r e  a b l e  t o  r e c e i v e  c o l l e g e  
e d u c a t i o n s  w i t h  t h e  e x t r a  f u n d s  s a v e d .  She  f e l t  s u c h  a  p r o g r a m  
i s  w o r t h  l o o k i n g  a t .
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MR. LABBE d r e w  a t t e n t i o n  t o  t h e  f o l l o w i n g  c h a r t .

Cost Center Growth
Top Ten  E x p e n d i t u r e  C a t e g o r i e s

He e x p l a i n e d  t h a t  t h e  c a t e g o r y  e n t i t l e d  " M e d i c a i d  O t h e r  S e r v i c e s "  
i n c l u d e s  l a b  w o rk ,  x - r a y s ,  m e d i c a l  s u p p l i e s ,  v i s i o n ,  home h e a l t h ,  
f a m i l y  p l a n n i n g ,  p h y s i c a l  a n d  s p e e c h  t h e r a p y ,  a n d  p e r s o n a l  c a r e  
a t t e n d a n t s .  He n o t e d  t h a t  c l e a r l y ,  t h e  l a r g e s t  e x p e n d i t u r e  
c a t e g o r i e s  a r e  f o r  h o s p i t a l  a n d  p h y s i c i a n  s e r v i c e s .  He s a i d  t h e  
o n e  a r e a  t h a t  h a s  r e m a i n e d  f a i r l y  l e v e l  i s  t h e  n u r s i n g  home 
c a t e g o r y .

SENATOR TAYLOR a s k e d  why s u c h  a  d r a m a t i c  i n c r e a s e  i n  h o s p i t a l  
s e r v i c e s  i n  two y e a r s .

MR. LABBE s a i d  t h a t  r e f l e c t s  a n  i n c r e a s e  i n  t h e  c a s e l o a d  o f  
c h i l d r e n .

SENATOR TAYLOR a s k e d  i f  t h a t  i s  d u e  t o  D e n a l i  K id  C a r e .

MR. LABBE s a i d  i t  i s .  DHSS h a s  a d d e d  a b o u t  1 8 , 0 0 0  t o  2 0 , 0 0 0  
c h i l d r e n  s i n c e  1 9 9 9 .  DHSS h a s  a l s o  a d d e d  a  new g r o u p  o f  d i s a b l e d  
w o r k e r s  t h a t  c a n  b u y  i n t o  t h e  p r o g r a m .  I n  a d d i t i o n ,  c o s t s  h a v e  
i n c r e a s e d .

SENATOR TAYLOR s a i d  h e  i s  f l o o r e d  b y  t h e  a l m o s t  50 p e r c e n t  
i n c r e a s e  i n  c o s t s  o f  p h y s i c i a n  s e r v i c e s  o v e r  t h r e e  y e a r s  an d  
a s k e d  how t h a t  c a n  b e  r a t i o n a l l y  b u d g e t e d  f o r  i n  t h e  n e x t  t h r e eSENATE HES COMMITTEE - 3 5 - Novem ber 8 , 2001



y e a r s .

REPRESENTATIVE CISSNA m a i n t a i n e d  t h a t  i n s u r a n c e  c o s t s  a r e  r i s i n g  
i n  t h e  same m a n n e r .

SENATOR TAYLOR d i s a g r e e d  a n d  s a i d  i n s u r a n c e  c o s t s  h a v e  n o t  
i n c r e a s e d  50 p e r c e n t  i n  two y e a r s .

MR. LABBE p o i n t e d  o u t  t h e  c h a r t  shows t h e  t o t a l  d o l l a r s  e x p e n d e d ,  
i n c l u d i n g  I n d i a n  H e a l t h  S e r v i c e  c o s t s .  The  t r i b a l  p r o g r a m s  h a v e  
h a d  a n  i n c r e a s i n g  a b i l i t y  t o  b i l l  t h e  I n d i a n  H e a l t h  S e r v i c e  so  
t h e  d a t a  i s  co m in g  i n  now. I n  a d d i t i o n ,  t h e r e  h a v e  b e e n  some 
r a t e  i n c r e a s e s  f r o m  t h e  f e d e r a l  g o v e r n m e n t .

SENATOR TAYLOR a s k e d  Mr. L ab b e  i f  t h o s e  f a c t o r s  may h a v e  sk ew e d  
t h o s e  c a t e g o r i e s  a  b i t .

MR. LABBE s a i d  t h e y  h a v e .

CHAIRWOMAN GREEN f e l t  t h e  r a t e  o f  g r o w t h  s h o u l d  b e  f a i r l y  s t a t i c  
a n d  t h a t  t h e  c h a r t  i s  r e f l e c t i v e  o f  w h a t  s h e  saw  on  t h e  F i n a n c e  
C o m m i t t e e  l a s t  y e a r  -  a  $40 t o  $60 m i l l i o n  i n c r e a s e  i n  o n e  y e a r  
i n  M e d i c a i d  p a r t i c i p a t i o n .  T h a t  a m o u n t  e q u a l s  h a l f  o f  t h e  
D e p a r t m e n t  o f  P u b l i c  S a f e t y ' s  b u d g e t .  She  s a i d  t h a t  r e g a r d l e s s  
o f  how e n d e a r i n g  t h e s e  p r o g r a m s  a r e ,  t h e  l e g i s l a t u r e  h a s  t o  a s k  
i f  t h i s  i s  t h e  b e s t  way t o  p r o v i d e  t h o s e  s e r v i c e s .

MR. LABBE p r e s e n t e d  f o u r  p i e  c h a r t s  t o  d e m o n s t r a t e  s e r v i c e  u s e  by  
t h e  f o u r  p o p u l a t i o n  g r o u p s .  He n o t e d  t h e  p o p u l a t i o n  g r o u p  o f  
c h i l d r e n  i n c l u d e s  n e w b o r n s ;  h e  w o u ld  p r e f e r  t o  s p l i t  t h e  g r o u p  i n  
two b e c a u s e  e x p e n s e s  a r e  much h i g h e r  f o r  t h e  f i r s t  y e a r  o f  l i f e .

CHAIRWOMAN GREEN a s k e d  Mr. L a b b e  i f  h e  w o u l d  p r e f e r  t o  s e p a r a t e  
o u t  t h e  h i g h  i n c i d e n c e  c h i l d r e n .

MR. LABBE s a i d  y e s  a n d ,  s i m i l a r l y ,  h e  w o u ld  l i k e  t o  s e p a r a t e  o u t  
c o s t s  f o r  p r e g n a n t  women f r o m  t h e  a d u l t  c a t e g o r y .  He p l a n s  t o  
s p l i t  t h e  g r o u p s  b e c a u s e  t h e  c u r r e n t  c a t e g o r i e s  m ask  w h a t  i s  
g o i n g  o n .

REPRESENTATIVE DYSON a s k e d  w h a t  p e r c e n t a g e  o f  t h e  t o t a l  s t a t e  
p o p u l a t i o n  a r e  d i s a b l e d ,  w h a t  p e r c e n t a g e  a r e  c h i l d r e n ,  a n d  w h a t  
p e r c e n t a g e  i s  c l a s s i f i e d  a s  a d u l t .

MR. LABBE o f f e r e d  t o  g e t  t h a t  i n f o r m a t i o n  f r o m  t h e  C e n s u s  B u r e a u  
d a t a .

CHAIRWOMAN GREEN a n n o u n c e d  t h e  c o m m i t t e e  w o u ld  r e c e s s  u n t i l  1 : 3 0  
p . m .

CHAIRWOMAN GREEN c a l l e d  t h e  s u b c o m m i t t e e  b a c k  t o  o r d e r  a t  1 : 4 0SENATE HES COMMITTEE - 3 6 -  Novem ber 8 , 2001



p . m .  a n d  a n n o u n c e d  t h e  n e x t  i t e m  on  t h e  a g e n d a  was a n  o v e r v i e w  o f  
M e d i c a i d  f r a u d .

MR. STEVE BRANCHFLOWER, D i r e c t o r  o f  t h e  A l a s k a  M e d i c a i d  F r a u d  
C o n t r o l  U n i t  (MFCU), i n f o r m e d  s u b c o m m i t t e e  members  t h a t  h e  
d i s t r i b u t e d  a  h a n d o u t  t h a t  h e  p r e p a r e d  i n  May o f  2000 f o r  t h e  
M e d i c a l  C a r e  A d v i s o r y  C o m m i t t e e .  He e x p l a i n e d  t h e  e s s e n t i a l  
d i f f e r e n c e  b e t w e e n  M e d i c a i d  a n d  M e d i c a r e  i s  t h a t  M e d i c a i d  i s  a 
h e a l t h  c a r e  p r o g r a m  f o r  lo w  in c o m e  a n d  d i s a b l e d  p e o p l e ,  f u n d e d  by  
t h e  s t a t e  a n d  f e d e r a l  g o v e r n m e n t ,  w h i l e  M e d i c a r e  i s  100 p e r c e n t  
f e d e r a l l y  f u n d e d  a n d  p r o v i d e s  m e d i c a l  b e n e f i t s  f o r  r e t i r e d  
p e o p l e .  S t a t e  p a r t i c i p a t i o n  i n  M e d i c a i d  i s  o p t i o n a l .  I f  s t a t e s  
d e c i d e  t o  p a r t i c i p a t e ,  t h e y  m u s t  p r o v i d e  c e r t a i n  minimum h e a l t h  
c a r e  s e r v i c e s ,  e s t a b l i s h  a  p a y m e n t  s t r u c t u r e ,  a n d  p r o v i d e  f o r  
o v e r s i g h t  o f  t h e  p r o v i d e r s .  A l a s k a ' s  s p l i t  was  5 0 / 5 0  u n t i l  
S e n a t o r  M urkow sk i  was  a b l e  t o  e n a c t  l e g i s l a t i o n  t h a t  c h a n g e d  t h e  
s p l i t  t o  6 0 / 4 0 .  A l a s k a ' s  s t a t u t o r y  sch em e  f o r  i t s  M e d i c a i d  
p r o g r a m  i s  e m b o d ie d  i n  AS 47 .

MR. BRANCHFLOWER e x p l a i n e d  t h a t  e a c h  s t a t e  t h a t  p a r t i c i p a t e s  i n  
M e d i c a i d  m u s t  h a v e  a  M e d i c a i d  f r a u d  c o n t r o l  u n i t  t o  i n v e s t i g a t e  
a n d  p r o s e c u t e  c r i m e s  a g a i n s t  t h e  M e d i c a i d  f u n d .  The  MFCU i s  a 
s e p a r a t e l y  i d e n t i f i a b l e  l e g a l  e n t i t y .  A l t h o u g h  i t  f u n c t i o n s  a s  
p a r t  o f  t h e  D e p a r t m e n t  o f  Law, i t  i s  s e p a r a t e  f r o m  t h e  D i v i s i o n  
o f  M e d i c a l  A s s i s t a n c e .

The  MFCU h a s  t h r e e  o b j e c t i v e s :

•  t o  c o n d u c t  a  s t a t e w i d e  p r o g r a m  t o  i n v e s t i g a t e  a n d  c r i m i n a l l y  
p r o s e c u t e  p r o v i d e r s  who s t e a l  money;

• t o  i n v e s t i g a t e  f r a u d  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  p r o g r a m ;
• t o  r e v i e w  c o m p l a i n t s  o f  a b u s e  a n d  n e g l e c t  a g a i n s t  p a t i e n t s  

i n  h e a l t h  c a r e  f a c i l i t i e s  r e c e i v i n g  M e d i c a i d  f u n d i n g .

The  MFCU was  c r e a t e d  i n  1 9 9 2 .  I t  i s  f u n d e d  w i t h  75 p e r c e n t  
f e d e r a l  f u n d s  a n d  25 p e r c e n t  s t a t e  f u n d s .  The  o f f i c e  i s  s t a f f e d  
w i t h  two i n v e s t i g a t o r s ,  a n  i n t e r n a l  a u d i t o r ,  a n d  Mr. 
B r a n c h f l o w e r . He i s  c r o s s - d e s i g n a t e d ,  m e a n i n g  h e  c a n  p r o s e c u t e  
i n  e i t h e r  s t a t e  o r  f e d e r a l  c o u r t .  A l a s k a ' s  c r i m i n a l  s t a t u t e s  a r e  
n o t  t a i l o r e d  t o  t h e  i n v e s t i g a t i o n  o r  p r o s e c u t i o n  o f  h e a l t h  c a r e  
c r i m e s ,  t h e r e f o r e  h e  o f t e n  p r o s e c u t e s  i n  f e d e r a l  c o u r t .

REPRESENTATIVE DYSON a s k e d  Mr. B r a n c h f l o w e r  i f  h e  recommends  
c h a n g i n g  A l a s k a ' s  s t a t u t e s .

MR. BRANCHFLOWER s a i d  h e  b e l i e v e s  t h e r e  i s  a  l o t  o f  room  f o r  
i m p r o v e m e n t  a n d  o f f e r e d  t o  p r o v i d e  s u g g e s t i o n s .

REPRESENTATIVE CISSNA m a i n t a i n e d  t h a t  t h e  c o s t  f a c t o r  o f  
s t a t u t o r y  c h a n g e s  s h o u l d  b e  t a k e n  i n t o  c o n s i d e r a t i o n .
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MR. BRANCHFLOWER i n f o r m e d  t h e  s u b c o m m i t t e e  t h a t  t h e  MFCU i s  
l o c a t e d  i n  t h e  O f f i c e  o f  S p e c i a l  P r o s e c u t i o n  a n d  A p p e a l s  w i t h i n  
t h e  D e p a r t m e n t  o f  Law. He p r o v i d e d  t h e  f o l l o w i n g  s t a t i s t i c s  t o  
show t h e  r i s i n g  c o s t s  p e r  p a r t i c i p a n t :

I n  FY 99 -
- t h e  t o t a l  n u m b e r  o f  p a r t i c i p a t i n g  p r o v i d e r s  was  3 , 7 8 7  

t h e  t o t a l  n u m b e r  o f  r e c i p i e n t s  was  7 9 , 7 7 7  
t h e  nu m b er  o f  c l a i m s  l i n e s  p r o c e s s e d  e q u a l e d  3 , 0 9 1 , 4 8 4  
t h e  t o t a l  r e i m b u r s e m e n t s  p a i d  e q u a l e d  $ 3 7 8 , 4 5 1 , 8 4 5  
e q u a l i n g  $ 4 , 7 8 3 . 8 7  p e r  r e c i p i e n t .

I n  FY 00 -
t h e  nu m b er  o f  p r o v i d e r s  e s c a l a t e d  t o  1 0 , 3 4 5
t h e  n u m b e r  o f  r e c i p i e n t s  i n c r e a s e d  t o  9 2 , 1 0 3
t h e  c l a i m s  l i n e s  p r o c e s s e d  ju m p e d  t o  4 , 6 8 3 , 4 2 1
t h e  t o t a l  r e i m b u r s e m e n t s  p a i d  was  $467 m i l l i o n  w h ic h
e q u a t e s  t o  $5070 p e r  r e c i p i e n t .

He p o i n t e d  o u t  t h e  t o t a l  e x p e n d i t u r e s  p r o g r e s s e d  f r o m  $257 
m i l l i o n  i n  FY 95 t o  $467 m i l l i o n  i n  FY 0 0 .  From 1995 t o  t h e  
p r e s e n t ,  t h e  M e d i c a i d  c l a i m s  p a i d  a m o u n t s  t o  a l m o s t  $2 b i l l i o n .  
HCRA r e p o r t s  t h a t ,  n a t i o n a l l y ,  a p p r o x i m a t e l y  10 t o  20 p e r c e n t  o f  
h e a l t h  c a r e  d o l l a r s  s p e n t  go  t o  f r a u d ,  w a s t e  a n d  a b u s e ,  a m o u n t i n g  
t o  a  c o n s i d e r a b l e  a m o u n t  o f  money.

MR. BRANCHFLOWER e x p l a i n e d  t h a t  DMA c o n t r a c t s  w i t h  t h e  F i r s t  
H e a l t h  S e r v i c e s  C o r p o r a t i o n ,  t o  c o n d u c t  t h e  d a y - t o - d a y  b u s i n e s s  
o f  DMA. T hey  e n r o l l  M e d i c a i d  p r o v i d e r s .  He p o i n t e d  o u t  t h a t  a n y  
b u s i n e s s  t h a t  p r o v i d e s  a  s e r v i c e  t o  a r e c i p i e n t  c a n  becom e an  
e n r o l l e d  p r o v i d e r ,  s u c h  a s  a n  a i r l i n e ,  h o t e l ,  o r  t a x i  c a b  
com pany .  F i r s t  H e a l t h  S e r v i c e s  C o r p o r a t i o n  a l s o  p r o c e s s e s  
M e d i c a i d  c l a i m s .  DMA h a s  a  t e r m  c o n t r a c t  w i t h  t h e  F i r s t  H e a l t h  
S e r v i c e s  C o r p o r a t i o n ,  w h i c h  w i l l  s o o n  b e  up  f o r  r e n e w a l .

TAPE 0 1 - 4 9 ,  SIDE A

MR. BRANCHFLOWER t o l d  t h e  s u b c o m m i t t e e  t h a t  p r o v i d e r s  c a n  s u b m i t  
b i l l s  t o  F i r s t  H e a l t h  S e r v i c e s  C o r p o r a t i o n  e i t h e r  on  p a p e r  o r  
e l e c t r o n i c a l l y .  More  a n d  m ore  p r o v i d e r s  a r e  s u b m i t t i n g  c l a i m s  
e l e c t r o n i c a l l y  b e c a u s e  t h e  r e i m b u r s e m e n t  p r o c e s s  i s  much f a s t e r .  
E s s e n t i a l l y ,  a  r e c i p i e n t  g o e s  t o  a p r o v i d e r  who p r o v i d e s  s e r v i c e s  
a n d  s u b m i t s  a  b i l l  t o  t h e  F i r s t  H e a l t h  S e r v i c e s  C o r p o r a t i o n .  The 
c l a i m  i s  p r o c e s s e d  a n d ,  i f  a p p r o v e d ,  a  c h e c k  i s  d e p o s i t e d  
d i r e c t l y  i n  t h e  p r o v i d e r ' s  c h e c k i n g  a c c o u n t .  The t u r n a r o u n d  t i m e  
i s  r e l a t i v e l y  s h o r t  a n d  c a n  t a k e  a  m a t t e r  o f  d a y s .  B e c a u s e  o f  
t h e  h i g h  v o lu m e  o f  s e r v i c e  a n d  c l a i m s ,  t h e  s y s t e m  d o e s  n o t  a l l o w  
f o r  a  c h e c k  on  w h e t h e r  o r  n o t  s e r v i c e s  w e r e  a c t u a l l y  p r o v i d e d .  
The w h o le  s y s t e m  r u n s  on  g o o d  f a i t h .  I t  i s  o n l y  a f t e r  t h e  f a c t ,SENATE HES COMMITTEE - 3 8 - Novem ber 8 , 2001



i f  a n  e f f o r t  i s  made  t o  r e c o n c i l e  t h e  b i l l i n g s  w i t h  p a t i e n t  
c h a r t s ,  c a n  f r a u d  b e  f o u n d .  Many c h e c k s  h a v e  b e e n  p u t  i n t o  t h e  
s y s t e m ,  b u t  t h e  a b i l i t y  t o  s t e a l  l a r g e  a m o u n t s  o f  money i n  a 
s h o r t  p e r i o d  o f  t i m e  i s  t h e r e .

CHAIRWOMAN GREEN a s k e d  i f  t h a t  i s  t h e  c a s e  n a t i o n w i d e .

MR. BRANCHFLOWER s a i d  i t  i s .  He t h e n  n o t e d  t h a t  A l a s k a  h a s  w ha t  
i s  c a l l e d  a  " f e e  f o r  s e r v i c e "  p r o g r a m ,  a s  o p p o s e d  t o  h e a l t h  
m a i n t e n a n c e  o r g a n i z a t i o n s  (HMOs). I n  t h e  HMO s c e n a r i o ,  t h e  
g o v e r n m e n t  g i v e s  a  g r o u p  o f  d o c t o r s  a  c e r t a i n  a m o u n t  o f  money t o  
p r o v i d e  s e r v i c e s  u n d e r  a  c o n t r a c t .  R e c i p i e n t s  may c o m p l a i n  t h a t  
t h e  s e r v i c e s  a r e  n o t  b e i n g  p r o v i d e d  s o  t h e  HMO i s  u n d e r u t i l i s e d .  
A l a s k a  i s  o n e  o f  t h r e e  s t a t e s  w i t h  a  f e e  f o r  s e r v i c e  p r o g r a m .  The 
p r o b l e m  h e r e  i s  o v e r - u t i l i z a t i o n  b e c a u s e  a n y o n e  who p r o v i d e s  a  
s e r v i c e  g e t s  p a i d  f o r  i t .

REPRESENTATIVE DYSON m a i n t a i n e d  t h a t  w i t h  a  f e e  f o r  s e r v i c e  
s y s t e m ,  s e r v i c e s  may o u t w e i g h  dem and .

MR. BRANCHFLOWER a g r e e d .  He s a i d  a  r e a s o n a b l e  m e d i c a l  n e c e s s i t y  
m u s t  b e  a s s o c i a t e d  w i t h  t h e  s e r v i c e  b u t ,  f r o m  t i m e  t o  t i m e ,  t h e  
MFCU s e e s  o v e r - u t i l i z a t i o n  w i t h  no  j u s t i f i c a t i o n ,  f o r  e x a m p l e  
o v e r  p r e s c r i b i n g ,  o v e r  t e s t i n g ,  a n d  o v e r  m e d i c a t i o n .

REPRESENTATIVE DYSON a s k e d  i f  t h a t  o c c u r s  i n  n o n - p r o f i t  
o r g a n i z a t i o n s .

MR. BRANCHFLOWER s a i d  i t  d o e s .  He t h e n  w e n t  on  t o  e x p l a i n  t h a t  
t h e  m a j o r  c o m p o n e n t s  o f  a  M e d i c a i d  c l a i m  a r e :

a r e c i p i e n t  n um ber
- a  p r o v i d e r  n um ber  

d a t e  o f  s e r v i c e  
d i a g n o s i s

- p r o c e d u r e  c o d e  f o r  t h e  t r e a t m e n t  p r o v i d e d  
r e i m b u r s e m e n t

He e x h i b i t e d  a  c h a r t  o f  f o u r  c o l u m n s :  a  d e s c r i p t i o n  o f  s e r v i c e s ,  
s u c h  a s  w h e t h e r  t h e  p a t i e n t  i s  new o r  e s t a b l i s h e d  o r  t h e  
a p p o i n t m e n t  was a  c o n s u l t a t i o n ;  t h e  CPT c o d e ;  t h e  s e r v i c e  
c a t e g o r y ,  w h i c h  r a n g e s  f r o m  m i n i m a l  t o  c o m p r e h e n s i v e ;  a  
d e s c r i p t i o n  o f  t h e  s e r v i c e s  p r o v i d e d ;  a n d  t h e  M e d i c a i d  
r e i m b u r s e m e n t  r a t e .  He p o i n t e d  o u t  t h a t  i f  a  d o c t o r  c o d e s  a  b i l l  
f o r  a  c o m p r e h e n s i v e  exam when i n  a c t u a l i t y  t h e  d o c t o r  o n l y  
r e n e w e d  a  p r e s c r i p t i o n ,  t h e  d o c t o r  w i l l  b e  r e i m b u r s e d  a t  a  much 
h i g h e r  r a t e .  I n  a  c a s e  t h a t  h e  r e c e n t l y  t r i e d ,  a  d o c t o r  b i l l e d  
M e d i c a i d  f o r  c o n s u l t a t i o n s  f o r  a l m o s t  80 p e r c e n t  o f  a l l  o f  h i s  
b i l l i n g s ,  w h i c h  a r e  r e i m b u r s e d  a t  a  h i g h e r  r a t e .  H i s  b i l l i n g s  
e q u a l e d  $ 1 8 0 , 0 0 0 .  T h i s  d o c t o r  d i d  n o t  h a v e  t h e  t r a i n i n g  t o
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q u a l i f y  a s  a  c o n s u l t a n t ,  no  o t h e r  p h y s i c i a n  h a d  r e f e r r e d  a n y  
p i t i e n t s  t o  h im  f o r  a  c o n s u l t a t i o n ,  a n d  no  c o n s u l t a t i o n  t o o k  
p l a c e .  He m a i n t a i n e d  t h a t  t r u s t i n g  p r o v i d e r s  t o  a c t  i n  g o o d  
f a i t h  w o r k s  m o s t  o f  t h e  t i m e ,  b u t  some p e o p l e  t a k e  a d v a n t a g e  o f  
t h e  s y s t e m .

CHAIRWOMAN GREEN a s k e d  i f  t h e  t i m e  l a g  h a s  a l w a y s  b e e n  t h e  c a s e  
w i t h  M e d i c a i d .

MR. BRANCHFLOWER r e p l i e d ,  " I  t h i n k  i t ' s  i n  t h e  n a t u r e  o f  t h e  
s y s t e m  b e c a u s e  when y o u  h a v e  h u n d r e d s  o f  h u n d r e d s  o f  t h o u s a n d s ,  
t h e r e ' s  n o  way t h a t  y o u  c a n  h a v e  a  b u r e a u c r a c y  t h a t  w o u ld  e v e r  
r e q u i r e  p r o o f  o f  s e r v i c e s  p r o v i d e d . "

He s a i d  i t  i s  d i f f i c u l t  f o r  h im  t o  a c c e p t  b e c a u s e  m o s t  p e o p l e  a r e  
u s e d  t o  r e c e i v i n g  a  s e r v i c e  b e f o r e  i t  i s  p a i d  f o r .

REPRESENTATIVE DYSON s a i d  h e  a s s u m e s  t h e  m e d i c a l  p r o f e s s i o n  h a s  
n o t  b e e n  p r o a c t i v e  a b o u t  w e e d i n g  o u t  t h e  c h a r l a t a n s .

MR. BRANCHFLOWER s a i d  t h e s e  c a s e s  a r e  v e r y  t o u g h  t o  i n v e s t i g a t e  
a n d  p r o s e c u t e  c o m p a r e d  t o  r a p e  a n d  m u r d e r  c a s e s  b e c a u s e  t h e r e  i s  
no  c r i m e  s c e n e ,  no  p h y s i c a l  e v i d e n c e ,  no  e y e  w i t n e s s e s  a n d  no  l a b  
e v i d e n c e .  I n  a d d i t i o n ,  e v e r y o n e  i s  o p p o s e d  t o  r a p e  a n d  m u r d e r  
a n d  j u r o r s  h a v e  no  d i f f i c u l t y  u n d e r s t a n d i n g  t h e  l a w  i n  t h o s e  
a r e a s .  I n  M e d i c a i d  f r a u d  c a s e s ,  t h e r e  i s  no  c r i m e  s c e n e ,  no 
w i t n e s s e s ,  n o  p h y s i c a l  e v i d e n c e ,  an d  j u r i e s  a r e  d e a l i n g  w i t h  
i s s u e s  t h e y  a r e  n o t  f a m i l i a r  w i t h ,  s u c h  a s  q u a l i t y  o f  c a r e .  
T h e s e  f r a u d  c a s e s  e n d  u p  b e i n g  a  b a t t l e  o f  t h e  e x p e r t s .  O f t e n ,  
m e d i c a l  e x p e r t s  w i t h i n  t h e  s t a t e  do n o t  w a n t  t o  g e t  i n v o l v e d .

REPRESENTATIVE DYSON a s k e d  Mr. B r a n c h f l o w e r  i f  t h e  m e d i c a l  
p r o f e s s i o n  i s  d o i n g  much t o  p o l i c e  i t s e l f ,  f o r  e x a m p l e  d o e s  t h e  
A l a s k a  M e d i c a l  A s s o c i a t i o n ' s  d i s c i p l i n a r y  p r o c e s s  w o rk  w e l l .

MR. BRANCHFLOWER s a i d  h e  s e e s  a  v e r y  h i g h  l e v e l  o f  
p r o f e s s i o n a l i s m  i n  A l a s k a ' s  m e d i c a l  c o m m u n i ty  b u t  h e  d o e s  n o t  
know w h e t h e r  t h e  p r o f e s s i o n  i s  p o l i c i n g  i t s e l f  i n  a n  e f f e c t i v e  
m a n n e r .  He i n d i c a t e d  t h a t  t h e  m e d i c a l  b o a r d  h a s  b e e n  v e r y  
c o o p e r a t i v e .

REPRESENTATIVE DYSON a s k e d  i f  d o c t o r s  r e p o r t  t o  t h e  MFCU when 
t h e y  s e e  f r a u d u l e n t  a c t i v i t y .

MR. BRANCHFLOWER s a i d  t h e y  do n o t .  He a c k n o w l e d g e d  t h a t  r e p o r t s  
c a n  b e  made  a n o n y m o u s l y .

REPRESENTATIVE CISSNA a s k e d  i f  p r o v i n g  w h e t h e r  s e r v i c e s  h a v e  b e e n  
p r o v i d e d  i s  p a r t  o f  t h e  p r o b l e m .

MR. BRANCHFLOWER s a i d  i t  i s .  He i n f o r m e d  t h e  c o m m i t t e e  t h a t  i nSENATE HES COMMITTEE -4 0 - Novem ber 8 , 2001



19 9 7 ,  t h e  DMA c o n t r a c t e d  w i t h  D e l o i t t e  a n d  T o u c h e  t o  do some 
ran d o m  a u d i t s  o v e r  a  t h r e e - y e a r  p e r i o d .  Of t h e  70 a u d i t s  d o n e ,  40 
w e r e  o n - s i t e .  I n  a n  o n - s i t e  a u d i t ,  t h e  a u d i t i n g  t e a m  v i s i t s  t h e  
p r o v i d e r ' s  o f f i c e  a n d  l o o k s  a t  t h e  p a t i e n t  c h a r t s  t o  r e c o n c i l e  
t h e  p a t i e n t  c h a r t  e n t r i e s  w i t h  t h e  b i l l i n g s .  As a  c o n d i t i o n  o f  
e n r o l l m e n t  i n  t h e  M e d i c a i d  p r o g r a m ,  d o c t o r s  m u s t  a g r e e  t o  make 
p a t i e n t  f i l e s  a v a i l a b l e .  C o r r e s p o n d i n g l y ,  M e d i c a i d  r e c i p i e n t s  
m u s t  w a i v e  t h e i r  d o c t o r - p a t i e n t  p r i v i l e g e .  The  p a t i e n t  
p o p u l a t i o n s  o f  t h e  d o c t o r s  a r e  u s u a l l y  c o n s i d e r a b l e .  So t o  do a  
f u l l  a u d i c  w o u ld  b e  v e r y  c o s t l y  a n d  i n e f f e c t i v e .  I n s t e a d ,  t h e  
a u d i t i n g  f i r m  c o n s u l t e d  w i t h  a  s t a t i s t i c i a n  a b o u t  i t s  f i n d i n g s  
a n d  p r o j e c t e d  t h e  l o s s  t o  t h e  e n t i r e  p a t i e n t  p o p u l a t i o n .  A t o t a l  
o f  164 w e r e  d o n e .  He m a i n t a i n e d  t h e  s i n g l e  m o s t  e f f e c t i v e  
d e t e r r e n t  t o  f r a u d  a n d  a b u s e  o f  M e d i c a i d  f u n d s  w o u ld  b e  t o  
c o n t i n u e  t h e  a u d i t s .  The t o t a l  c o s t  o f  t h e  t h r e e - y e a r  a u d i t  was 
$ 1 , 4 3 1 , 7 5 0 .  He h a s  c o l l e c t e d  a n d  p u t  b a c k  i n t o  t h e  s t a t e  
t r e a s u r y  $ 2 , 7 4 1 , 1 2 6  s i n c e  J u l y  o f  1 9 9 8 .  Of t h e  t o t a l  c o l l e c t e d ,  
$ 2 , 1 1 2 , 9 8 0  came d i r e c t l y  f r o m  t h e  a u d i t s .  I n  a d d i t i o n ,  h e  h a s  
e i g h t  a u d i t s  s i t t i n g  on h i s  d e s k ,  w h i c h  c o u l d  b r i n g  i n  a n  
a d d i t i o n a l  $18 m i l l i o n .  One p r o v i d e r  w o u l d  b e  l i a b l e  f o r  $16 
m i l l i o n .

CHAIRWOMAN GREEN a s k e d  i f  t h e  a u d i t s  b e g a n  a f t e r  Mr. B r a n c h f l o w e r  
becam e  e m p l o y e d .

MR. BRANCHFLOWER s a i d  t h e  f i r s t  a u d i t  c o n t r a c t  was  l e t  i n  
O c t o b e r ,  1 9 9 7 ;  h e  b e g a n  i n  J u l y  o f  1 9 9 8 .  When h e  b e g a n ,  t h e  
a u d i t s  w e r e  c o m p l e t e  a n d  h e  was t h e  b e n e f i c i a r y  o f  a  g r e a t  am ount  
o f  i n f o r m a t i o n .

CHAIRWOMAN GREEN a s k e d  i f  t h e  money c o l l e c t e d  comes  t h r o u g h  t h e  
c o u r t  s y s t e m .

MR. BRANCHFLOWER s a i d  h e  c a n  do  o n e  o f  two t h i n g s :  h e  c a n  e i t h e r  
p r o s e c u t e  a  p e r s o n  c r i m i n a l l y ,  i n  w h i c h  c a s e  h e  w o u l d  a s k  f o r  a  
j a i l  t e r m  w i t h  r e s t i t u t i o n .  He a c k n o w l e d g e d  t h a t  d o e s  n o t  o f t e n  
h a p p e n  b e c a u s e  t h e s e  c a s e s  a r e  d i f f i c u l t  t o  i n v e s t i g a t e  an d  
p r o v e .  More  o f t e n  h e  d o e s  c i v i l  r e c o v e r i e s .  A f t e r  h e  r e v i e w s  a n  
a u d i t ,  h e  m e e t s  w i t h  t h e  p r o v i d e r  a n d  h i s  a t t o r n e y  a n d  s h a r e  t h e  
i n f o r m a t i o n  i n  t h e  a u d i t .  U s u a l l y ,  o n c e  t h e y  h a v e  r e v i e w e d  t h e  
f i n d i n g s  t h e y  f i n d  t h e y  h a v e  b e e n  o v e r p a i d .  R e g u l a t i o n s  
g o v e r n i n g  t h e  M e d i c a i d  p r o g r a m  r e q u i r e  p a r t i c i p a n t s  t o  r e i m b u r s e  
f o r  o v e r p a y m e n t s .  D e p e n d i n g  on  t h e  c o n d u c t  o f  t h e  p r o v i d e r ,  MFCU 
c a n  em p lo y  a  r a n g e  o f  o p t i o n s ,  f o r  e x a m p l e  t r e b l e  d a m ag e s  o r  
f i l i n g  a  f a l s e  c l a i m  a c t .  He o f t e n ,  when s e t t l i n g  a  c a s e ,  a s k s  
f o r  d o u b l e  t h e  r e i m b u r s e m e n t  a m o u n t ,  r e c o v e r y  o f  i n v e s t i g a t i v e  
c o s t s ,  p l u s  i n t e r e s t .

CHAIRWOMAN GREEN a s k e d  w h a t  h a p p e n s  i f  t h e  d o c t o r  s e t t l e s  b u t  
d o e s  n o t  p a y .
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MR. BRANCHFLOWER s a i d  t h e y  a l w a y s  p a y .  He s a i d  many b a d  t h i n g s
c a n  h a p p e n  t o  p r o v i d e r s ,  one  b e i n g  d i s e n r o l l m e n t  f ro m  t h e
p r o g r a m .  I f  a  h o s p i t a l  t h a t  i s  p a r t  o f  a  n a t i o n a l  c h a i n  i s
d i s e n r o l l e d ,  t h e  e n t i r e  c h a i n  m i g h t  b e  d i s e n r o l l e d .  He i n d i c a t e d
t h a t  m o s t  p r o v i d e r s  w a n t  t o  make r e s t i t u t i o n  b e c a u s e  many t i m e s  
t h e  p r o b l e m s  a r e  c a u s e d  by  b i l l i n g  o r  human e r r o r s .

SENATOR DAVIS a s k e d  i f  t h e  s e t t l e m e n t  money g o e s  d i r e c t l y  t o  t h e  
s t a t e  o r  w h e t h e r  i t  i s  s h a r e d  w i t h  t h e  f e d e r a l  g o v e r n m e n t .

MR. BRANCHFLOWER s a i d  t h a t  d e p e n d s  on  t h e  s e t t l e m e n t  b u t  u s u a l l y  
a  p o r t i o n  g o e s  t o  t h e  f e d e r a l  g o v e r n m e n t .  I n  a c t u a l i t y ,  MFCU 
s e n d s  t h e  c h e c k  t o  t h e  D i v i s i o n  o f  M e d i c a l  A s s i s t a n c e  w h e r e  t h e  
a p p o r t i o n m e n t  i s  m ade .  S o m e t im e s  h e  a l s o  s e t t l e s  w i t h  t h e  
f e d e r a l  g o v e r n m e n t  i n  w h ic h  i t  k e e p s  t h e  money .  I n  o n e  c a s e ,  a  
n a t i o n a l  h o s p i t a l  c h a i n  s e t t l e d  a  n a t i o n a l  c a s e ,  w h i c h  was f i l e d  
b y  t h e  f e d e r a l  g o v e r n m e n t  w i t h  h e l p  f r o m  t h e  s t a t e s .  He r e c e i v e d  
a  c h e c k  f r o m  w h i c h  t h e  f e d e r a l  p o r t i o n  h a d  a l r e a d y  b e e n  
s u b t r a c t e d .

REPRESENTATIVE CISSNA i n d i c a t e d  t h a t  Mr. B r a n c h f l o w e r  s a i d  i t  i s  
i n c u m b e n t  u p o n  t h e  p r o v i d e r s  t o  know t h e  r u l e s  b u t  s h e  e x p r e s s e d  
c o n c e r n  t h a t  when s h e  was m ore  a c t i v e l y  i n v o l v e d  i n  t h e  M e d i c a i d  
p r o g r a m  i n  t h e  e a r l y  1 9 9 0 s ,  t h e  s t a n d a r d s  w e r e  a  m o v in g  t a r g e t .  
She m a i n t a i n e d  t h a t  many p r o v i d e r s  a r e  s m a l l  n o n - p r o f i t  a g e n c i e s .

MR. BRANCHFLOWER a g r e e d  t h a t  many p r o v i d e r s  a r e  v e r y  
u n s o p h i s t i c a t e d  r e g a r d i n g  t h e  r u l e s  a n d  r e g u l a t i o n s .

REPRESENTATIVE CISSNA s a i d  t h a t  t o  b e  a  p l a y e r ,  a  p r o v i d e r  a l m o s t  
h a s  t o  b e  a f f i l i a t e d  w i t h  a  n a t i o n a l  g r o u p  t o  b e  s a f e  a n d  n o t  
make m i s t a k e s  b e c a u s e  o f  t h e  s o p h i s t i c a t i o n  t h a t  i s  r e q u i r e d .

MR. BRANCHFLOWER r e s p o n d e d  t h a t  t h e  l a r g e r  t h e  p r o v i d e r ,  m e a n in g  
t h e  more  s e r v i c e s  t h a t  a r e  p r o v i d e d ,  t h e  g r e a t e r  t h e  r i s k  t h a t  
when s o m e t h i n g  g o e s  w rong  i t  w i l l  i n v o l v e  a  m a j o r  c h u n k  o f  
c h a n g e .  F o r  t h a t  r e a s o n ,  t h o s e  p e o p l e  h i r e  e x p e r t s  t o  do  t h e i r  
b i l l i n g .  On t h e  o t h e r  h a n d ,  t h e  "mom a n d  p o p "  b u s i n e s s  c a n n o t
a f f o r d  t o  do  t h a t .  T h a t  i s  a  l e g i t i m a t e  p r o b l e m  b e c a u s e  a l l  a r e  
r e q u i r e d  t o  p l a y  b y  t h e  same r u l e s . One o f  t h e  ways  t h e  M e d i c a i d  
p r o g r a m  a i d s  a l l  p r o v i d e r s  i s  b y  d r a f t i n g  a  p r o v i d e r  m a n u a l .  
E v e r y  e n r o l l e e  r e c e i v e s  one  o f  t h e s e  "how t o "  b o o k s ,  d e p e n d i n g  on 
p r o v i d e r  t y p e .  I n  h i s  e s t i m a t i o n ,  t h o s e  m a n u a l s  n e e d  t o  be  
r e v i s e d .  T h e y  a r e  o u t - o f - d a t e  a n d  l a c k  s p e c i f i c i t y .  He 
s u g g e s t e d  o n c e  r e v i s e d ,  t h e  m a n u a l s  s h o u l d  b e  r e v i e w e d  b y  a 
l a w y e r  o r  som eone  who c o u l d  b e  c a l l e d  u p o n  t o  p r o s e c u t e  a  c a s e .  
He c a u t i o n e d  t h a t  p r o v i d e r  m a n u a l s  a r e  o f t e n  a n  a b b r e v i a t e d  fo rm  
o f  t h e  r e g u l a t i o n s  a n d  h e  b e l i e v e s  t h e  m a n u a l s  s h o u l d  b e  m ore  " i n  
s y n c . "  He f e e l s  a  l a w y e r  who m i g h t  b e  c a l l e d  u p o n  t o  p r o s e c u t e  
som eone  s h o u l d  h a v e  a  h a n d  i n  r e v i e w i n g  t h e  p r o v i d e r  m a n u a l  
b e c a u s e  a  common d e f e n s e  i s  t h a t  t h e  i n f o r m a t i o n  i n  t h e  p r o v i d e rSENATE HES COMMITTEE - 4 2 - Novem ber 8 , 2001



m anual was u n c l e a r .
MR. BRANCHFLOWER f e l t  a n o t h e r  i s s u e  t h a t  m e r i t s  f o l l o w - u p  i s  t h e  
f a c t  t h a t  no  r e c o r d  i s  k e p t  when a  p r o v i d e r  c a l l s  F i r s t  H e a l t h  
S e r v i c e s  C o r p o r a t i o n  f o r  c l a r i f i c a t i o n  o r  i n f o r m a t i o n .  
C o n s e q u e n t l y ,  when h e  q u e s t i o n s  a  p r o v i d e r  a b o u t  n o t  f o l l o w i n g  a  
p r o c e d u r e  i n  t h e  m a n u a l ,  h e  i s  t o l d  t h e  p r o v i d e r  c a l l e d  F i r s t  
H e a l t h  S e r v i c e s  C o r p o r a t i o n  a n d  was t o l d  w h a t  h e  was  d o i n g  was 
a c c e p t a b l e .  The F i r s t  H e a l t h  S e r v i c e s  C o r p o r a t i o n  p r o v i d e s  
a s s i s t a n c e ;  h o w e v e r ,  i t  n e e d s  t o  d o c u m e n t  t h o s e  c a l l s .

REPRESENTATIVE CISSNA a s k e d  i f  e - m a i l  r e s p o n s e s  t o  q u e s t i o n s  
w o u l d  b e  c o n s i d e r e d  p r o o f  i n  c o u r t .

MR. BRANCHFLOWER s a i d  i t  w o u l d  a n d  t h a t  a  c o p y  o f  t h e  m e s s a g e  
s h o u l d  b e  p l a c e d  i n  t h e  p r o v i d e r ' s  f i l e .

SENATOR TAYLOR a s k e d  w h a t  t h e  a c r o n y m  CPT r e p r e s e n t s .

MR. BRANCHFLOWER s a i d  i t  i s  a n  a c r o n y m  f o r  a  c u r r e n t  p r o c e d u r a l  
t e r m i n o l o g y  c o d e .  P r o v i d e r s  a g r e e  t o  u s e  a  u n i v e r s a l  l a n g u a g e  o f  
s e r v i c e s .  E a c h  s e r v i c e  i s  a s s i g n e d  a  p a r t i c u l a r  n u m b e r  s o  t h a t  
i n s t e a d  o f  h a v i n g  t o  f u l l y  d e s c r i b e  e a c h  s e r v i c e ,  a  n u m b e r  c a n  b e  
a s s i g n e d .

SENATOR TAYLOR a s k e d  i f  i t  was d e r i v e d  f r o m  t h e  C a l i f o r n i a  c o d e .

MR. BRANCHFLOWER s a i d  i t  was  d e r i v e d  f r o m  t h e  A m e r i c a n  M e d i c a l  
A s s o c i a t i o n .

SENATOR TAYLOR com m en ted :

Which was  a  c o d e  t h a t  t h e y  h a d  t o  come up  w i t h  when 
t h e y  f i r s t  came u p  w i t h  t h e  s y s t e m  b e c a u s e  t h e  g r o s s  
a b u s e  a n d  t h i e v e r y  w i t h i n  t h e  s y s t e m  a n d  c o m p o u n d in g  o f  
b i l l s  was  s o  o u t  o f  c o n t r o l  t h a t  t h e y  a c t u a l l y  w e n t  t o  
C a l i f o r n i a  a n d  o t h e r  p l a c e s  i n  t h e  U n i t e d  S t a t e s  t r i e d  
t o  f i g u r e  o u t  w h a t  t h e  a v e r a g e  h i g h  p r i c e  [ i n d i s c . ]  was
f o r  a l l  s e r v i c e s  a n d  t h e n  s a i d  t o  t h e  d o c ,  y o u ' r e  g o i n g
t o  g e t  t o  b i l l  t h i s  am o u n t  f o r  t h i s  p r o c e d u r a l  s e r v i c e .

CHAIRWOMAN GREEN a s k e d  who w r i t e s  t h e  m a n u a l s .

MR. LABBE a n s w e r e d ,  " F i r s t  H e a l t h  d r a f t s  t h e  m a n u a l  -  i t ' s  k i n d  
o f  a  j o i n t  e f f o r t . "

CHAIRWOMAN GREEN a s k e d  i f  t h e  m a n u a l  i s  a  r e g u l a t o r y
i n t e r p r e t a t i o n  o f  s t a t e  l a w .

MR. BRANCHFLOWER s a i d  i t  i s  a  summary o f  s t a t u t e s  a n d
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r e g u l a t i o n s .  He t h e n  e x p l a i n e d  t h a t  a  m a j o r  g l i t c h  i n  t h e  s y s t e m  
i s  t h a t  DMA d o e s  n o t  s e n d  e x p l a n a t i o n  o f  b e n e f i t  (EOB) f o r m s  t o  
e v e r y  r e c i p i e n t .  EOB f o r m s  a r e  a  way o f  i n f o r m i n g  r e c i p i e n t s  o f  
t h e  s e r v i c e s  p r o v i d e r s  a r e  c l a i m i n g  t o  h a v e  p e r f o r m e d .  M e d i c a i d  
p a t i e n t s  a l m o s t  n e v e r  g e t  a n  e x p l a n a t i o n  o f  b e n e f i t s .  A random  
s a m p l e  o f  400 EOBs a r e  s e n t  o u t  on  a  m o n t h l y  b a s i s  b y  DMA, e v e n  
t h o u g h  t h e r e  a r e  t h o u s a n d s  o f  r e c i p i e n t s  a n d  r e c i p i e n t s  a r e  n o t  
r e q u i r e d  t o  r e s p o n d  a n d  r e t u r n  t h e  EOBs. H i s t o r i c a l l y ,  DMA 
r e c e i v e s  v e r y  few  r e s p o n s e s .  R e q u i r i n g  M e d i c a i d  r e c i p i e n t s  t o  
r e s p o n d ,  a s  a  c o n d i t i o n  o f  e l i g i b i l i t y ,  w o u ld  p r o v i d e  a n o t h e r  
l a y e r  o f  p r o t e c t i o n .

CHAIRWOMAN GREEN a s k e d  i f  s u c h  a  r e q u i r e m e n t  w o u l d  r e q u i r e  
l e g i s l a t i o n .

MR. BRANCHFLOWER t h o u g h t  t h a t  c o u l d  b e  d o n e  a d m i n i s t r a t i v e l y .

CHAIRWOMAN GREEN r e c a l l e d  t h a t  i n  d a y s  p a s t ,  when p a t i e n t s  w e r e  
e x p e c t e d  t o  p a y  t h e  b i l l  a t  t h e  t i m e  o f  s e r v i c e ,  t h e  p a t i e n t  
w o u ld  n o t i c e  when c o s t s  i n c r e a s e d  a n d  p a y m e n t  a c t e d  a s  a  f o r m  o f  
a p p r o v a l .  She  f e l t  t h a t  a n o t h e r  c o n d i t i o n  o f  e l i g i b i l i t y  c o u l d  
b e  t o  r e q u i r e  p a t i e n t s  t o  f i l l  o u t  a  fo rm  a t  t h e  t i m e  o f  s e r v i c e .

MR. BRANCHFLOWER s a i d  h e  a t t e n d s  M e d i c a i d  c o n f e r e n c e s  n a t i o n w i d e  
a n d  i s  a w a r e  o f  w h a t  o t h e r  s t a t e s  p r o v i d e .  He f e e l s  A l a s k a  
p r o v i d e s  a  " C a d i l l a c "  s y s t e m  i n  t h e  l e v e l  o f  s e r v i c e s  p r o v i d e d  t o  
r e c i p i e n t s .  He b e l i e v e s  i f  r e c i p i e n t s  w e r e  r e q u i r e d  t o  a n s w e r  
EOBs a n d  t h e  n um ber  o f  EOBs i s  i n c r e a s e d ,  t h a t  a c t i o n  w o u l d  h a v e  
a  c h i l l i n g  e f f e c t  on  t h e  a b i l i t y  o f  p r o v i d e r s  t o  f i l e  f r a u d u l e n t  
c l a i m s .

CHAIRWOMAN GREEN a s k e d  Mr. B r a n c h f l o w e r  i f  t h e  s u b c o m m i t t e e  c o u l d  
l o o k  a t  o t h e r  s t a t e s '  m o d e l s  r e g a r d i n g  w h a t  i s  r e q u i r e d  o f  
r e c i p i e n t s  i n  r e l a t i o n  t o  v e r i f i c a t i o n  o f  s e r v i c e s .

MR. BRANCHFLOWER s a i d  i t  c o u l d ,  a n d  r e c i p i e n t  r e s p o n s e s  w o u ld  be  
s u c c e s s f u l  e s p e c i a l l y  i f  t h e  fo r m  i s  one  p a g e  a n d  p o s t a g e  p a i d  
e n v e l o p e s  a r e  p r o v i d e d .  He n o t e d  a n  a d d e d  b e n e f i t  w o u l d  b e  t h a t  
t h o s e  who do  n o t  r e s p o n d  c o u l d  b e  t r a c k e d .

CHAIRWOMAN GREEN a s k e d  i f  t h a t  w ou ld  r e q u i r e  l e g i s l a t i o n .

MR. BRANCHFLOWER was n o t  s u r e .  He w e n t  o n  t o  e x p l a i n  t h a t  t h e  
M e d i c a i d  p r o g r a m  d o e s  e x c l u d e  p a y m e n t  f o r  c e r t a i n  s e r v i c e s ,  t h o s e  
b e i n g :

• e x p e n s e s  n o t  r e a s o n a b l y  n e c e s s a r y  t o  t h e  d i a g n o s i s  an d  
t r e a t m e n t  o f  a n  i l l n e s s ;

• i t e m s  a n d  s e r v i c e s  n o t  p r o p e r l y  d e s c r i b e d ;
• s c h o o l  c h e c k - u p s ;
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■ c o s m e t i c  s u r g e r y ;
• t e l e p h o n e  c o n s u l t a t i o n s ;
• s e x  c h a n g e  o p e r a t i o n s ;
• s e r v i c e s  f o r  i n m a t e s  who a r e  i n  c u s t o d y ;  a n d
• w e i g h t  l o s s  t h e r a p y .

MR. BRANCHFLOWER i n f o r m e d  t h e  c o m m i t t e e  t h a t  t h e  f e d e r a l  l a w s  a r e  
much m ore  c o m p r e h e n s i v e  t h a n  t h e  l a w s  o f  t h e  S t a t e  o f  A l a s k a .  
F e d e r a l  l a w s  i n c l u d e  t h e  F a l s e  C l a i m s  A c t ,  s t a t u t e s  d e a l i n g  w i t h  
f a l s e  s t a t e m e n t s ,  m a i l  f r a u d ,  w i r e  f r a u d ,  money l a u n d e r i n g ,  
s p e c i f i c  s t a t u t e s  t h a t  d e a l  w i t h  M e d i c a i d  a n d  M e d i c a r e  f r a u d ,  t h e  
RICO s t a t u t e s ,  t h e  H e a l t h  I n s u r a n c e  P o r t a b i l i t y  a n d  
A c c o u n t a b i l i t y  A c t  (HIPAA), c o n s p i r a c y ,  t h e f t  o f  g o v e r n m e n t  
p r o p e r t y ,  o b s t r u c t i o n  o f  j u s t i c e  a n d  a n t i - k i c k b a c k  s t a t u t e s .  I n  
c o n t r a s t ,  A l a s k a  h a s  t h e f t  s t a t u t e s  t h a t  a r e  " o n e  s i z e  f i t s  a l l , "  
a n d  s t a t u t e s  d e a l i n g  w i t h  f o r g e r y ,  s chem e  t o  d e f r a u d ,  f a l s i f y i n g  
b u s i n e s s  r e c o r d s ,  a n d  m i s c o n d u c t  i n v o l v i n g  a  c o n t r o l l e d  s u b s t a n c e  
s t a t u t e s .

CHAIRWOMAN GREEN a s k e d  i f  A l a s k a  s t a t u t e s  s h o u l d  s p e c i f i c a l l y  
a d d r e s s  w e l f a r e  f r a u d .

MR. BRANCHFLOWER s a i d  h e  b e l i e v e s  s o .  He n o t e d  A l a s k a  h a s  no 
s t a t u t e s  t a i l o r e d  t o w a r d  h e a l t h  c a r e  c r i m e s .

TAPE 0 1 - 4 9 ,  SIDE B

MR. BRANCHFLOWER s a i d  h e  h a s  b e e n  s u r v e y i n g  s t a t u t e s  f r o m  a l l  50 
j u r i s d i c t i o n s  d u r i n g  t h e  l a s t  few d a y s  a n d  when h e  r e t i r e s  i n  
J u n e ,  h e  p l a n s  t o  go  t h r o u g h  a l l  o f  t h e  s t a t u t e s  a n d  come up  w i t h  
a  m ode l  s t a t u t o r y  s c h e m e .  He t h e n  l i s t e d  t h e  f o l l o w i n g  common 
r i p - o f f s  u s e d  i n  M e d i c a i d  f r a u d :

• b i l l i n g  f o r  g o o d s  a n d  s e r v i c e s  n o t  p r o v i d e d ;
• b i l l i n g  f o r  p h a n t o m  p a t i e n t  v i s i t s ;
• u p c o d i n g ;
• u n b u n d l i n g ;
• d o u b l e  b i l l i n g ;
• b i l l i n g  f o r  m e d i c a l l y  u n n e c e s s a r y  s e r v i c e s ;
• b i l l i n g  f o r  n o n - c o v e r e d  s e r v i c e s ;
• b i l l i n g  M e d i c a i d  h i g h e r  t h a n  o t h e r  p a y e r s ;  a n d
• k i c k b a c k s .

I n  t e r m s  o f  c r i m e s  a g a i n s t  p e r s o n s  a n d  p a t i e n t  a b u s e ,  A l a s k a  h a s
a  v e r y  g o o d  s t a t u t o r y  sch em e  t h a t  d e a l s  w i t h  c r i m e s  o f  v i o l e n c e
a n d  e n d a n g e r i n g  a  w e l f a r e  o r  v u l n e r a b l e  p a t i e n t .  He n o t e d  he  
p r o s e c u t e d  a  d o c t o r  i n  F a i r b a n k s  e a r l i e r  t h i s  y e a r  who was 
e x c h a n g i n g  p r e s c r i p t i o n s  w i t h  some o f  h i s  f e m a l e  p a t i e n t s  f o r
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s e x .  The  d o c t o r  was  b i l l i n g  M e d i c a i d  f o r  " s e r v i c e s "  t h a t  h e  was 
n o t  a c t u a l l y  p r o v i d i n g  a n d  M e d i c a i d  was  p a y i n g  f o r  t h e  
p r e s c r i p t i o n s .

MR. BRANCHFLOWER r e v i e w e d  s e v e r a l  s l i d e s  t h a t  l i s t e d  
i n v e s t i g a t i v e  t o o l s  a v a i l a b l e  t o  h im .  F e d e r a l  l a w  r e q u i r e s  DMA 
a n d  t h e  D e p a r t m e n t  o f  Law t o  h a v e  a  memorandum o f  u n d e r s t a n d i n g .  
The o r i g i n a l  memorandum o f  u n d e r s t a n d i n g  d a t e d  b a c k  t o  1 9 9 2 ;  i n  
1999 i t  was  r e d r a f t e d  a n d  r e n e w e d .  He t h e n  i n f o r m e d  t h e  
s u b c o m m i t t e e  t h a t  a s  o f  t h i s  m o r n i n g ,  MFCU h a s  51 i n v e s t i g a t i o n s  
o p e n .  He t h e n  r e v i e w e d  a  c h a r t  o f  t h e  i n v e s t i g a t i v e  p r o c e s s .

CHAIRWOMAN GREEN a s k e d  a b o u t  t h .  'IFCU b u d g e t .

MR. BRANCHFLOWER s a i d  t h a t  MFCU s p e n t  $ 4 6 0 , 0 0 0  l a s t  y e a r  a n d  t h e  
u n i t  was a b l e  t o  b r i n g  i n  o v e r  $2 m i l l i o n .  I n  a d d i t i o n ,  t h e  MFCU 
b u d g e t  i s  c o m p r i s e d  o f  75 p e r c e n t  f e d e r a l  f u n d s  a n d  25 p e r c e n t  
s t a t e  f u n d s .

CHAIRWOMAN GREEN n o t e d  t h a t  i f  10 t o  20 p e r c e n t  o f  t h e  M e d i c a i d  
b u d g e t  i s  u s e d  f r a u d u l e n t l y ,  i t  w o u ld  n o t  t a k e  many y e a r s  t o  a d d  
up  t o  a  few  b i l l i o n  d o l l a r s .  She  t h e n  a s k e d  i f  a n y o n e  h a s  b e e n  
a d m i n i s t r a t i v e l y  s a n c t i o n e d .

MR. BRANCHFLOWER s a i d  t h a t  DMA h a s  a  r e g u l a t o r y  s y s t e m  t h a t  
p r o v i d e s  f o r  s a n c t i o n s ,  m e a n i n g  t h e  e q u i v a l e n t  o f  a n  a c c u s a t i o n  
i s  f i l e d  a g a i n s t  a  p r o v i d e r  a n d  a  h e a r i n g  i s  h e l d  t o  d e t e r m i n e  
w h e t h e r  t h e  a c c u s a t i o n  h a s  m e r i t .  The p r o v i d e r  c a n  b e
d i s e n r o l l e d .  He e x p l a i n e d  t h a t  i t  i s  s i m i l a r  t o  t h e  a d j u d i c a t o r y  
p r o c e s s  b u t  i s  d o n e  a t  t h e  a d m i n i s t r a t i v e  l e v e l .

CHAIRWOMAN GREEN a s k e d  i f  t h a t  i s  a  common o c c u r r e n c e .

MR. BRANCHFLOWER s t a t e d  t h a t ,  t o  h i s  k n o w l e d g e ,  DMA h a s  
s a n c t i o n e d  o n e  p r o v i d e r  s i n c e  1 9 9 5 .

CHAIRWOMAN GREEN a s k e d  w h a t  h a p p e n e d  t o  t h e  o t h e r s .

MR. BRANCHFLOWER d e f e r r e d  t o  Mr. L a b b e  f o r  a n  a n s w e r  t o  t h a t
q u e s t i o n .  He t h e n  i n d i c a t e d  t h a t  o f  t h e  164 D e l o i t t e  a n d  Touche  
a u d i t s ,  h e  h a s  t a k e n  o v e r  l e s s  t h a n  2 0 .  F e d e r a l  l a w  s a y s  t h a t  i f
t h e  MFCU r e f e r s  a  c a s e  t o  DMA i n  w h i c h  a  l o s s  h a s  b e e n
i d e n t i f i e d ,  t h e n  DMA i s  r e q u i r e d  by  l a w  t o  i n s t i t u t e  a n  a c t i o n  t o  
r e c o v e r  t h e  i d e n t i f i e d  o v e r p a y m e n t .

CHAIRWOMAN GREEN a s k e d  i f  DMA r e p o r t s  b a c k  t o  t h e  MFCU when c a s e s  
h a v e  b e e n  r e s o l v e d .

MR. BRANCHFLOWER s a i d  i t  d o e s  n o t .  He s a i d  i n  t h e  l a s t  t h r e e  
y e a r s ,  h e  h a s  i d e n t i f i e d ,  w i t h  t h e  a s s i s t a n c e  o f  t h e  D e l o i t t e  an d  
T o u c h e  a u d i t s ,  $ 2 2 , 3 0 0 , 0 0 0  i n  o v e r p a y m e n t s .  He h a s  s e n t  l e t t e r sSENATE HES COMMITTEE -4 6 - Novem ber 8 , 2001



t o  DMA i n  e a c h  c a s e  c i t i n g  t h e  f e d e r a l  s t a t u t e s  a n d  a s k i n g  DMA t o  
u n d e r t a k e  a d m i n i s t r a t i v e  h e a r i n g s  t o  r e c o v e r  t h a t  m oney .  He d o e s  
n o t  know t h e  s t a t u s  o f  t h o s e  c ^ s e s .

CHAIRWOMAN GREEN a s k e d  how many p e o p l e  w o rk  i n  t h e  r e c o v e r y
e f f o r t  a t  DMA.

MR. BRANCHFLOWER s a i d  h e  knows o f  o n e  p e r s o n .

CHAIRWOMAN GREEN a s k e d  i f  t h e  f e d e r a l  a g e n c y  a c t s  a s  a  w a t c h d o g  
t o  make s u r e  o v e r p a y m e n t s  a r e  c o l l e c t e d  o r  w h e t h e r  t h a t  i s  a  
s t a t e  f u n c t i o n .

MR. BRANCHFLOWER s a i d  t h e  w a t c h d o g  a g e n c y  i s  t h e  O f f i c e  o f  t h e  
I n s p e c t o r  G e n e r a l .  A l a s k a  i s  o n e  o f  t h e  o n l y  s t a t e s  t h a t  o f f i c e  
d o e s  n o t  h a v e  a  p r e s e n c e  i n .  I n  t e r m s  o f  r e q u i r e m e n t s ,  s t a t e s  
a r e  r e q u i r e d  t o  f o l l o w  f e d e r a l  r e g u l a t i o n s  a s  a  c o n d i t i o n  o f  
f u n d i n g  t h e  M e d i c a i d  p r o g r a m .  One o f  t h o s e  r e g u l a t i o n s  s a y s  t h a t  
i f  t h e  MFCU r e f e r s  a  c a s e  t o  t h e  DMA f o r  r e c o v e r y ,  DMA i s
r e q u i r e d  t o  t r y  t o  g e t  t h e  money b a c k .  He r e p e a t e d  i n  t h e  l a s t  
t h r e e  y e a r s  h e  s e n t  140 l e t t e r s  t o  DMA, a m o u n t i n g  t o  o v e r  $22 
m i l l i o n .  He r e f e r r e d  th e m  t o  DMA b e c a u s e  t h e  c a s e s  a r e  n o t  
s u f f i c i e n t l y  s t r o n g  i n  t e r m s  o f  e v i d e n c e  f o r  h im  t o  p u r s u e  i n
c o u r t .  T h o s e  c a s e s  a r e  b e t t e r  s u i t e d  t o  b e  h a n d l e d  on  a n  
a d m i n i s t r a t i v e  b a s i s .  D i f f e r e n t  s t a n d a r d s  o f  p r o o f ,  r u l e s  o f  
e v i d e n c e  a n d  r u l e s  o f  p r o c e d u r e  a p p l y .

CHAIRWOMAN GREEN a s k e d  why t h e  O f f i c e  o f  t h e  I n s p e c t o r  G e n e r a l  
d o e s  n o t  h a v e  a n  o f f i c e  i n  A l a s k a .

MR. BRANCHFLOWER s a i d  i t  seem s  t o  h im  t h a t  A l a s k a  h a s  a
s u f f i c i e n t  v o lu m e  o f  d o l l a r s  t o  m e r i t  i t s  p r e s e n c e  b u t  h e  i s  n o t  
a w a r e  o f  t h e  r e a s o n .

REPRESENTATIVE CISSNA a s k e d  i f ,  r e g a r d i n g  t h e  a u d i t s ,  a n  a p p e a l  
p r o c e d u r e  e x i s t s .

MR. BRANCHFLOWER s a i d  t h a t  when h e  r e f e r s  a  c a s e  t o  DMA, t h e y  
m e e t  w i t h  t h e  p r o v i d e r  a n d  o f f e r  th em  a n  o p p o r t u n i t y  t o  r e v i e w  
t h e  a u d i t .  O f t e n t i m e s  t h e r e  a r e  e x p l a n a t i o n s  f o r  f i n d i n g s ,  
p e r h a p s  a n  x - r a y  was  m i s s i n g  f r o m  a  p a t i e n t ' s  f i l e ,  s o  t h e r e  a r e  
c o r r e s p o n d i n g  r e d u c t i o n s  i n  t h e  o v e r p a y m e n t s .  The  f i n d i n g s  a r e  
c a l c u l a t e d  on  t h e  b a s i s  o f  100 p a t i e n t s .  P e r h a p s  t h e  a u d i t o r  
f i n d s  a  l a c k  o f  d o c u m e n t a t i o n  f o r  $150 w o r t h  o f  s e r v i c e s .  The 
m a t h e m a t i c i a n  t h e n  e x t r a p o l a t e s  t o  t h e  e n t i r e  p a t i e n t  p o p u l a t i o n  
t h e  p r o b a b i l i t y  t h a t  t h e r e  a r e  u n d o c u m e n t e d  s e r v i c e s  t h r o u g h o u t  
t h e  p a t i e n t  p o p u l a t i o n  b a s e d  u p o n  t h a t  n u m b e r .  T h a t  f o r m u l a  
m o t i v a t e s  p r o v i d e r s  t o  g e t  t h e  f i r s t  f i g u r e  l o w e r e d .

REPRESENTATIVE CISSNA a s k e d  i f  a  f i l t e r i n g  p r o c e s s  e x i s t s  t o  
s e p a r a t e  t h o s e  who may h a v e  made a  m i s t a k e  f r o m  t h o s e  whoSENATE HES COMMITTEE - 4 7 - Novem ber 8, 2001



MR. BRANCHFLOWER s a i d  t h a t  R e p r e s e n t a t i v e  C i s s n a  p u t  h e r  f i n g e r  
on  o n e  o f  t h e  m o s t  d i f f i c u l t  j o b s  o f  h i s  a g e n c y .  T hey  m u s t  j u d g e  
t h e  s t r e n g t h  o f  e v i d e n c e  a n d  d e c i d e  w h i c h  c a s e s  i n v o l v e  e g r e g i o u s  
c o n d u c t .  I t  i s  v e r y  d i f f i c u l t  t o  p r o v e  t h e s e  c a s e s  i n  c o u r t  
b e c a u s e  t h e y  o f t e n  i n v o l v e  q u e s t i o n s  o f  m e d i c a l  n e c e s s i t y  an d  
m e d i c a l  j u d g m e n t .  He s a i d  d e f i n i n g  f r a u d  i s  a l s o  a  m a t t e r  o f  
s e m a n t i c s .  The p r o b l e m  o c c u r s  when o n e  g e t s  aw ay  f r o m  t h e  e x t r e m e  
c a s e s .  Many o f  t h o s e  c a s e s  l e n d  t h e m s e l v e s  w e l l  t o
a d m i n i s t r a t i v e  h e a r i n g s .

REPRESENTATIVE DYSON a s k e d  i f  h e  g e t s  a n y  r e f e r r a l s  f r o m  t h e  
Ombudsman.

MR. BRANCHFLOWER s a i d  h e  d o e s  n o t .  He s a i d  h i s  j u r i s d i c t i o n  i s  
l i m i t e d  b y  i n s t i t u t i o n s  f u n d e d  b y  f e d e r a l  d o l l a r s  s o  h e  i s  n o t  
i n v o l v e d  w i t h  t h e  P i o n e e r s '  Homes. He n o t e d  t h a t  m o s t  o f  t h e  
MFCU's w o rk  d e a l s  w i t h  c o n d u c t  o f  p r o v i d e r s ;  r e c i p i e n t  p r o b l e m s  
a r e  i n v e s t i g a t e d  b y  a n o t h e r  l a w y e r  i n  t h e  D e p a r t m e n t  o f  Law.

CHAIRWOMAN GREEN a s k e d  how t o  go  a b o u t  c o n t i n u i n g  t h e  a u d i t s .

MR. BRANCHFLOWER s a i d  h e  i s  u n a w a r e  o f  t h e  m e c h a n i c s  o f  t h e  
i n i t i a l  a u d i t s .  He t h o u g h t  i t  was  d o n e  v i a  a n  e x e c u t i v e  
d e c i s i o n .

SENATOR TAYLOR a s k e d  Mr. B r a n c h f  l o w e r  when h e  w i l l  " r u n  o u t "  o f  
new a u d i t s .

MR. BRANCHFLOWER s a i d  h e  j u s t  f i n i s h e d  l o o k i n g  a t  t h e  l a s t  b a t c h  
o f  33 ;  o f  t h o s e  h e  k e p t  a b o u t  8.  When h e  f i n i s h e s  w o r k i n g  on 
t h o s e ,  t h e  " g r i s t  f o r  h i s  m i l l "  w i l l  b e  g o n e .

CHAIRWOMAN GREEN a s k e d  w h a t  p e r c e n t a g e  D e l o i t t e  T o u c h e  w o u ld  h a v e  
a n d  how many p r o s e c u t o r s  w o u ld  b e  n e e d e d .

MR. BRANCHFLOWER s a i d  t h e  f i r s t  y e a r  D e l o i t t e  T o u c h e  d i d  70 an d  
a b o u t  30 t h e  s e c o n d  y e a r .  He p o i n t e d  o u t  t h a t  i s  a  r e a l i s t i c  
num ber  b e c a u s e  a  l o t  o f  f a c t o r s  a r e  c o n s i d e r e d  when s e l e c t i n g  
p r o v i d e r s .  He m e e t s  w i t h  t h e  a u d i t o r s  o n c e  p e r  m o n th  t o  d i s c u s s  
p r o v i d e r  i s s u e s  a n d  f r a u d  i s s u e s .  I f  c e r t a i n  nam es  c o n t i n u e  t o  
come u p ,  a n  a u d i t  may b e  p l a n n e d .  He s u r m i s e d  t h a t  t h e  a u d i t s  
h a v e  a  h i g h  d e t e r r e n t  v a l u e  on  a l l  p r o v i d e r s .

SENATOR TAYLOR t o l d  Mr. B r a n c h f l o w e r  t h a t  t h e  S e n a t e  J u d i c i a r y  
C o m m i t t e e  w o u l d  i n t r o d u c e  l e g i s l a t i o n  f o r  h im .  He t h e n  a s k e d  Mr. 
B r a n c h f l o w e r  h i s  o p i n i o n  o f  u s i n g  p a r t i a l  p a y m e n t  o f  c l a i m s  a s  
a n o t h e r  t o o l  t o  g e t  r e c i p i e n t s  t o  r e s p o n d  t o  t h e  EOBs. He 
p o i n t e d  o u t  i f  t h e  p a t i e n t  m u s t  p a y  5 p e r c e n t  o f  t h e  c o s t  o f  a 
v i s i t ,  t h e  p a t i e n t  may p a y  m ore  a t t e n t i o n  t o  t h e  am o u n t  o f  t h e

i n t e n t i o n a l l y  com m it f r a u d .
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b i l l .

MR. BRANCHFLOWER s a i d  h e  f e e l s  t h a t  i s  a  p o l i t i c a l  q u e s t i o n .  He 
d o e s  n o t  d i s a g r e e  w i t h  t h a t  a p p r o a c h ,  b u t  s a i d  t h a t  some 
r e c i p i e n t s  a r e  v e r y  p o o r .

CHAIRWOMAN GREEN t h a n k e d  Mr. B r a n c h f l o w e r  f o r  h i s  p r e s e n t a t i o n  
a n d  a s k e d  Mr. L ab b e  t o  c o m p l e t e  h i s .

MR. LABBE c o n t i n u e d  w i t h  h i s  p o w e r  p o i n t  p r e s e n t a t i o n  (p a g e  19) 
a n d  d i s c u s s e d  t h e  t e n  f a s t e s t  g r o w i n g  c a t e g o r i e s  o f  s e r v i c e  o v e r  
t h e  l a s t  t h r e e  y e a r s .  The  n um ber  o f  p e r s o n s  on  t h e  " A d u l t s  W i th  
P h y s i c a l  D i s a b i l i t i e s  w a i v e r  (APD) g r e w  r a p i d l y ,  b a s e d  on  p e n t  up  
d e m a n d .

CHAIRWOMAN GREEN a s k e d  when t h a t  c a t e g o r y  o f  i n d i v i d u a l s  b e g a n  t o  
r e c e i v e  s e r v i c e s .

MR. LABBE s a i d  i t  was i n  1993 o r  1 9 9 4 .  The f i r s t  y e a r  a b o u t  50 
p e o p l e  w e r e  e l i g i b l e  f o r  t h e  APC w a i v e r  a n d  t h e n  i t  w e n t  way u p .

CHAIRWOMAN GREEN a s k e d  w h a t  h a s  c a u s e d  s u c h  a n  i n c r e a s e  b e t w e e n  
1999 a n d  2 0 0 1 .

MR. LABBE s a i d  t h a t  f o r  a  n u m b e r  o f  y e a r s  t h e  p r o g r a m  was 
a d m i n i s t e r e d  b y  t h e  D i v i s i o n  o f  M e n t a l  H e a l t h  a n d  D e v e l o p m e n t a l  
D i s a b i l i t i e s  a n d  t h e  a d u l t  d i s a b l e d  w e r e  " s u b m e r g e d "  i n t o  t h e  
much l a r g e r  w a i v e r  f o r  t h e  d e v e l o p m e n t a l l y  d i s a b l e d .  The p r o g r a m  
was  moved t o  t h e  D i v i s i o n  o f  S e n i o r  S e r v i c e s  w h e r e  p e o p l e  becam e  
m o re  a w a r e  o f  t h e  b a c k l o g .  He s a i d  i n  a d d i t i o n ,  t h e  Supreme 
C o u r t  i s s u e d  a  d e c i s i o n  t h a t  s t i m u l a t e d  a  l o t  o f  i n t e r e s t  i n  
c o m m u n i t y - b a s e d  s e r v i c e s  f o r  p e o p l e  w i t h  d i s a b i l i t i e s .  He s a i d  
h e  d o e s  n o t  b e l i e v e  t h e  same l e v e l  o f  g r o w t h  w i l l  c o n t i n u e .

MR. LABBE e x p l a i n e d  t h e  s e c o n d  f a s t e s t  g r o w i n g  c a t e g o r y  o f  
s e r v i c e  i s  f o r  r e s i d e n t i a l  p s y c h i a t r i c  t r e a t m e n t  c e n t e r s  (RPTC) 
f o r  c h i l d r e n .  Two f a c i l i t i e s  a r e  l o c a t e d  w i t h i n  t h e  s t c * : e .  L a s t  
y e a r  a b o u t  596 c l i e n t s  w e r e  s e r v e d .  A l a s k a  c l i e n t s  a r e  a l s o  
b e i n g  s e r v e d  i n  a b o u t  15 o u t - o f - s t a t e  f a c i l i t i e s .  DMA h a s  b e e n  
w o r k i n g  w i t h  t h e  A l a s k a  M e n t a l  H e a l t h  B o a r d  on  a  p r o j e c t  t o  
i n v e s t i g a t e  how A l a s k a  c h i l d r e n  e n d e d  up  i n  o u t - o f - s t a t e  
f a c i l i t i e s .  A t  o n e  p o i n t  i n  t i m e ,  a b o u t  75 p e r c e n t  o f  t h o s e  
c h i l d r e n  w e r e  i n  s t a t e  c u s t o d y  b u t  t h e  o p p o s i t e  i s  t r u e  now. DMA 
a n d  t h e  A l a s k a  M e n t a l  H e a l t h  B o a r d  a r e  a l s o  l o o k i n g  a t  w h e t h e r  
e n o u g h  i n - s t a t e  c a p a c i t y  e x i s t s .

CHAIRWOMAN GREEN a s k e d  f o r  a  d e s c r i p t i o n  o f  t h e  t y p e  o f  c h i l d  who 
w o u ld  n e e d  t h e s e  s e r v i c e s .

MR. LABBE s a i d  t h e s e  c h i l d r e n  a r e  g e n e r a l l y  b e t w e e n  10 a n d  18 
w i t h  s e r i o u s  e m o t i o n a l  d i s t u r b a n c e s .  T hey  a r e  s o m e t i m e sSENATE HES COMMITTEE - 4 9 - Novem ber 8 , 2001



SENATOR TAYLOR a s k e d ,  " U s u a l l y  t h e y  a r e  n o t  i n  t h e  c u s t o d y  o f  t h e  
s t a t e  a n y m o r e ,  b u t  t h e  n u m b e rs  h a v e  g o n e  u p .  T h a t ' s  b i z a r r e . "

MR. LABBE s a i d  a t  one  p o i n t  t h a t  c a t e g o r y  was  made up  
p r e d o m i n a n t l y  o f  c h i l d r e n  i n  c u s t o d y  a n d  now a b o u t  75 p e r c e n t  a r e  
n o t  i n  c u s t o d y .  T h a t  i s  o n e  o f  t h e  i s s u e s  b e i n g  s t u d i e d  an d
w h e t h e r  t h e r e  a r e  b e t t e r  ways  t o  a p p r o a c h  t h a t .

REPRESENTATIVE DYSON n o t e d  t h a t  t h e  r e s i d e n t i a l  t r e a t m e n t  c e n t e r s  
c a n  b e  v e r y  e x p e n s i v e ,  up  t o  $700 t o  $800 p e r  d a y .

MR. LABBE s a i d  t h e r e  h a v e  b e e n  a  few a t  t h a t  l e v e l  b u t  now t h e  
r a t e s  a r e  m ore  u n i f o r m .  The maximum r a t e  f o r  o u t - o f - s t a t e  
f a c i l i t i e s  p a i d  b y  t h e  s t a t e  i s  $330 p e r  d a y .  C o s t s  o u t - o f - s t a t e  
a r e  t y p i c a l l y  l o w e r  t h a n  i n  s t a t e .

REPRESENTATIVE CISSNA a s k e d  Mr. L abbe  i f  t h e r e  a r e  o t h e r  c o s t s ,  
s u c h  a s  e d u c a t i o n a l  f e e s .

MR. LABBE s a i d  h e  b e l i e v e s  t h e  D e p a r t m e n t  o f  E d u c a t i o n  a n d  s c h o o l  
d i s t r i c t s  p a y  f o r  e d u c a t i o n a l  c o s t s  o f  c h i l d r e n  i n  r e s i d e n t i a l  
f a c i l i t i e s .

REPRESENTATIVE CISSNA c l a r i f i e d  t h a t  t h e  s c h o o l  d i s t r i c t  i n  w h ic h  
t h e  p a r e n t s  r e s i d e  p a y  f o r  t h e  c o s t .  She  s t a t e d  t h a t  l e g i s l a t o r s  
n e e d  t o  know t h e  t o t a l  c o s t  o f  s e n d i n g  c l i e n t s  t o  r e s i d e n t i a l  
f a c i l i t i e s .

CHAIRWOMAN GREEN a s k e d  a b o u t  t h e  CCMC w a i v e r  c a t e g o r y .

MR. LABBE e x p l a i n e d  i t  r e p r e s e n t s  c h i l d r e n  w i t h  c o m p le x  m e d i c a l  
c o v e r a g e ,  s u c h  a s  a  c h i l d  who r e q u i r e s  a  v e n t i l a t o r .  He t h e n  
r e f e r r e d  t o  p a g e  20 a n d  e x p l a i n e d  t h a t  i t  c o m p a r e s  w a i v e r  an d  
n u r s i n g  home c o s t s .  L o o k i n g  a t  t h e  d e m o g r a p h i c s ,  A l a s k a  c a n  
e x p e c t  t o  h a v e  a  l a r g e  s e g m e n t  o f  i t s  p o p u l a t i o n  i n  n e e d  o f  t h e s e  
k i n d s  o f  s e r v i c e s  i n  t h e  f u t u r e .  The l e g i s l a t i v e  Long Term C a r e  
T a s k  F o r c e  d i s c u s s e d  t h a t  i s s u e  q u i t e  a  b i t .  The c h a r t  
i l l u s t r a t e s  t h e  i s s u e  o f  d e v e l o p i n g  c o m m u n i t y - b a s e d  s e r v i c e s  a s  
a n  a l t e r n a t i v e  t o  m ore  e x p e n s i v e  i n s t i t u t i o n a l  s e r v i c e s .  The 
c o n d i t i o n  t o  q u a l i f y  f o r  e l d e r l y  c o m m u n i t y - b a s e d  w a i v e r  s e r v i c e  
i s  t h e  same a s  t h e  c o n d i t i o n  t o  q u a l i f y  f o r  a  n u r s i n g  home. The 
c h a r t  d e m o n s t r a t e s  t h e  c c s t - e f f e c t i v e n e s s  o r  c o s t - a v o i d a n c e  o f  
u s i n g  c o m m u n i t y - b a s e d  s e r v i c e s  w a i v e r s .

SENATOR TAYLOR s a i d  t h a t  w a i v e r  h a s  o n l y  b e e n  i n  p l a c e  f o r  a b o u t  
two y e a r s ,  a s  h e  c o - s p o n s o r e d  l e g i s l a t i o n  t o  c r e a t e  i t .  He a s k e d  
a b o u t  t h e  s t a t u s  o f  r e g u l a t i o n s  f o r  t h a t  w a i v e r  a n d  t h e n  
c l a r i f i e d  t h a t  h e  was r e f e r r i n g  t o  t h e  a d u l t  a s s i s t e d  l i v i n g  
p r o g r a m .

d a n g e ro u s  t o  t h e m s e lv e s .
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MR. ELMER LINDSTROM, D e p u t y  C o m m i s s i o n e r , D e p a r t m e n t  o f  H e a l t h  
a n d  S o c i a l  S e r v i c e s  (DHSS), s a i d  a n  a s s i s t e d  l i v i n g  l i c e n s u r e  
b i l l  f i r s t  p a s s e d  i n  a b o u t  1 9 9 3 .  F a c i l i t i e s  w e r e  l i c e n s e d  a s  
a s s i s t e d  l i v i n g  f a c i l i t i e s  f r o m  t h a t  p o i n t  f o r w a r d  a n d  a t  t h i s  
t i m e ,  t h e r e  a r e  m ore  b e d s  i n  a s s i s t e d  l i v i n g  homes t h a n  i n  
n u r s i n g  h om es .  H ow ever ,  t h e  f u n d i n g  m e c h a n i s m  i s  c o m p l i c a t e d  
b e c a u s e  t h e r e  a r e  some p r i v a t e  p a y  i n d i v i d u a l s ,  p e o p l e  who 
r e c e i v e  g e n e r a l  r e l i e f ,  w h i c h  i s  p a i d  w i t h  g e n e r a l  f u n d  d o l l a r s ,  
a n d  p e o p l e  who r e c e i v e  some r e i m b u r s e m e n t  f o r  a s s i s t e d  l i v i n g  
s e r v i c e s  t h r o u g h  t h e  M e d i c a i d  w a i v e r .  The b i l l  t h a t  p a s s e d  
s e v e r a l  y e a r s  a g o ,  S e n a t o r  Mike  M i l l e r ' s  b i l l ,  i n c r e a s e d  t h e  
g e n e r a l  r e l i e f  p a y m e n t ,  w h i c h  i s  o u t s i d e  o f  t h e  j u r i s d i c t i o n  o f  
DMA. He n o t e d  r e g u l a t i o n s  w e r e  p r o m u l g a t e d  w i t h  some p r o v i s i o n s  
r e l a t i n g  t o  l i c e n s i n g  r e q u i r e m e n t s  a n d  b a c k g r o u n d  c h e c k s .  One 
p h a s e  o f  t h o s e  r e g u l a t i o n s  h a v e  b e e n  f i l e d ;  a n o t h e r  p o r t i o n  i s  
s t i l l  b e i n g  r e v i e w e d  i n t e r n a l l y  a n d  h a v e  n o t  y e t  b e e n  a d o p t e d .  
A n o t h e r  s e t  o f  g e n e r a l  r e l i e f  r e g u l a t i o n s  p e r t a i n  t o  g e n e r a l  
r e l i e f  r e i m b u r s e m e n t .  D u r i n g  t h e  p u b l i c  comment p e r i o d ,  many 
comments  w e r e  r e c e i v e d  a n d  a  nu m b er  o f  c h a n g e s  w e r e  p r o p o s e d  by  
t h e  a g e n c y .  The d r a f t "  r e g u l a t i o n s  t h e n  w e n t  o u t  a g a i n  f o r  p u b l i c  
comment .  The  comment p e r i o d  i s  now c l o s e d  a n d  t h e  D e p a r t m e n t s  o f  
A d m i n i s t r a t i o n  a n d  H e a l t h  a n d  S o c i a l  S e r v i c e s  a r e  s t i l l  r e v i e w i n g  
t h e  c o m m e n t s .

CHAIRWOMAN GREEN s a i d  o n e  i s s u e  s h e  b e l i e v e s  w i l l  c o n t i n u e  t o  
s u r f a c e  i s  t h e  c o n c e r n  t h a t  l i c e n s u r e  f a l l s  u n d e r  t h e  
j u r i s d i c t i o n  o f  DHSS.

MR. LINDSTROM s a i d  i t  i s  p a r t i c u l a r l y  c o m p l e x  when two a g e n c i e s  
a r e  i n v o l v e d .  The D e p a r t m e n t  o f  A d m i n i s t r a t i o n  l i c e n s e s  a s s i s t e d  
l i v i n g  homes p r i m a r i l y  f o r  t h e  s e n i o r  p o p u l a t i o n .  DHSS l i c e n s e s  
a s s i s t e d  l i v i n g  homes u n d e r  t h e  same l a w  a n d  r e g u l a t i o n s  f o r  
m e n t a l l y  i l l  i n d i v i d u a l s  r e s i d i n g  i n  a s s i s t e d  l i v i n g  h o m e s .

TAPE 0 1 - 5 0 ,  SIDE A

SENATOR TAYLOR s a i d  h e  b e l i e v e s  t h e  a s s i s t e d  l i v i n g  home am ount  
n e e d s  t o  b e  i n c r e a s e d  t h r e e  o r  f o u r  t i m e s .

MR. LABBE s a i d ,  a c c o r d i n g  t o  t h e  2000  C e n s u s ,  A l a s k a ' s  t o t a l  
p o p u l a t i o n  i s  6 2 6 , 9 3 2 .  The n um ber  o f  c h i l d r e n  u n d e r  18 i s  
1 9 0 , 5 8 7 .  The n u m b e r  o f  a d u l t s  18 t o  65 e q u a l s  4 0 0 , 6 1 0 .  The 
n um ber  o f  e l d e r l y  A l a s k a n s  o v e r  65 e q u a ] s  3 5 , 7 3 5 .

MR. LINDSTROM t o l d  s u b c o m m i t t e e  members  t h a t  t h e  2000 C e n s u s  d o e s  
c o n t a i n  d i s a b i l i t y  s t a t u s  f o r  t h e  c i v i l i a n  n o n - i n s t i t u t i o n a l i z e d  
p o p u l a t i o n  i n  A l a s k a .  He was n o t  a w a r e  o f  w h a t  d e f i n i t i o n  o f  
" d i s a b i l i t y "  was  u s e d .  The C e n s u s  d e s i g n a t e d  a p p r o x i m a t e l y  12 
p e r c e n t  o f  A l a s k a ' s  p o p u l a t i o n  d i s a b l e d ,  a m o u n t i n g  t o  7 5 , 7 3 5  
i n d i v i d u a l s .  T h a t  c a t e g o r y  d o e s  n o t  c o n t a i n  a  b r e a k d o w n  f o rSENATE HES COMMITTEE - 5 1 - Novem ber 8 , 2001



c h i l d r e n  u n d e r  t h e  a g e  o f  5,  b u t  t h e  n u m b e r  o f  d i s a b l e d  a g e d  5 t o  
20 y e a r s  was  1 2 , 3 8 7 ;  t h e  num ber  o f  d i s a b l e d  a g e d  21 t o  64 was 
4 7 , 3 5 7 ;  a n d  t h e  nu m b er  o v e r  t h e  a g e  o f  65 was  1 5 , 9 9 1 .

REPRESENTATIVE DYSON a s k e d  i f  t h e  f o l k s  t h a t  p a y  t h e i r  own c o s t s  
a r e  i n c l u d e d  i n  che  c h a r t .

MR. LABBE s a i d  t h e y  a r e  n o t ;  t h e  c h a r t  o n l y  r e p r e s e n t s  M e d i c a i d  
c l i e n t s .  He p o i n t e d  o u t  t h e  s t a n d a r d  u s e d  f o r  e l i g i b i l i t y  f o r  
t h e  d i s a b i l i t y  c a t e g o r y  i s  t i e d  t o  t h e  S o c i a l  S e c u r i t y  
A d m i n i s t r a t i o n ' s  d i s a b i l i t y  d e f i n i t i o n ,  w h i c h  i s  f a i r l y  r i g o r o u s .  
T h e r e f o r e ,  many p e o p l e  a r e  d i s a b l e d  who do  n o t  m e e t  t h a t  
s t a n d a r d .

MR. LABBE r e f e r r e d  t o  p a g e  21 o f  h i s  p o w e r  p o i n t  p r e s e n t a t i o n  a n d  
s a i d  on a v e r a g e ,  s t a t e s  s p e n t  1 4 . 7  p e r c e n t  o f  t h e i r  g e n e r a l  f u n d  
e x p e n d i t u r e s  on  t h e i r  M e d i c a i d  p r o g r a m s  i n  FY 01 w h i l e  A l a s k a  
s p e n t  1 0 . 8  p e r c e n t .  A l a s k a  was  46 th i n  t h e  n a t i o n  f o r  s t a t e  f u n d  
s p e n d i n g  d u r i n g  FY 9 8 .  I n  t e r m s  o f  t o t a l  e x p e n d i t u r e s ,  A l a s k a  
r a n k s  lo w  b e c a u s e  i t  h a s  a  s m a l l  p o p u l a t i o n .

CHAIRWOMAN GREEN a s k e d  i f  A l a s k a ' s  n u m b e r  i s  s k e w e d  u p w a r d  
b e c a u s e  i t  d o e s  n o t  h a v e  a  c o u n t y  s y s t e m .

MR. LABBE s a i d  i n  t e r m s  o f  s t a t e  M e d i c a i d  p r o g r a m s ,  a  few  s t a t e s  
h a v e  a  c o u n t y  s h a r e  b u t  m o s t  p r o g r a m s  a r e  c e n t r a l l y  a d m i n i s t e r e d .  
He o f f e r e d  t o  p r o v i d e  m ore  b a c k - u p  m a t e r i a l  f r o m  t h e  r e p o r t s  
t h e s e  n u m b e r s  w e r e  g e n e r a t e d  f r o m .

SENATOR TAYLOR e x p r e s s e d  c o n c e r n  t h a t  when c o m p a r i s o n s  a r e  made 
w i t h  A l a s k a ' s  g e n e r a l  f u n d  e x p e n d i t u r e s ,

. . .  f o r  t h e  l a s t  -  g o s h  I  d o n ' t  know how many y e a r s  now 
-  w e ' v e  b e e n  i n v o l v e d  i n  a n  e x e r c i s e  i n  J u n e a u  c r e a t i n g  
o t h e r  q u o t e ,  s p e c i a l  f u n d s .  And e v e r y  t i m e  a
d e p a r t m e n t  o r  a g e n c y  w a n t e d  t o  go o u t  a n d  [ i n d i s c . ]  a
l i t t l e  m ore  in c o m e  f o r  t h e i r  a g e n c y ,  t h e y  w e n t  o u t  a n d  
c r e a t e d  a  new f e e  s c h e d u l e  a n d  t h e i r  new f e e  s c h e d u l e  
b ecam e  p a r t  o f  t h e i r  spec.i  f i c  f u n d  b a s e  f o r  t h e i r
a g e n c y  -  w h e t h e r  i t  was  $5 b u c k s  a d d i t i o n a l  p e r  l i c e n s e  
f o r  e v  ■>ry p e r s o n  who w a n t e d  t o  c a t c h  a  k i n g  s a l m o n  s o  
t h e  f i s h  a n d  game d e p a r t m e n t  g o t  a  s i g n i f i c a n t
i n c r e a s e .  And r a t h e r  t h a n  h a v e  t h e  b u d g e t  r e f l e c t  t h e  
[ i n d i s c . ]  D e p a r t m e n t  o f  F i s h  a n d  Game h a d  g o n e  u p ,  w h a t  

we d i d  was we c a l l e d  t h a t  o t h e r  f u n d s  -  n o t  g e n e r a l  
f u n d s ,  o t h e r  f u n d s .  And t h a t  o t h e r  f u n d s  [ i n d i s c . ]  we 
make c e r t a i n  i t ' s  n o t  d e d i c a t e d  o f  c o u r s e ,  we make 
c e r t a i n  i t  g o e s  t o  t h e  D e p a r t m e n t  o f  F i s h  a n d  Game. So 
t h e i r  b u d g e t  a c t u a l l y  w e n t  up  $5 m i l l i o n  b u c k s  b u t  d o e s  
t h a t  r e f l e c t  a s  a  g e n e r a l  f u n d ?  No, t h e  g e n e r a l  f u n d  
b u d g e t  d i d n ' t  go  u p .  So when I  s e e  a  c o m p a r i s o n  b e i n gSENATE HES COMMITTEE - 5 2 - Novem ber 8 , 2001



Average Annual Cost per Eligible Medicaid Beneficiary 
Federal and State Shares (FY91 through FY01 Actuals)

Total Finds
Federal Funds

•1 St do Funds
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m a d e  b e t w e e n  w h a t  i s  s t a t e d  a s  g e n e r a l  f u n d  a l l o c a t i o n ,  
a n d  a  c o m p a r i s o n  i s  t h e n  m a d e  u p  o f  w h a t  o u r  
e x p e n d i t u r e s  a r e  e i t h e r  p e r  c a p i t a  o r  o n  a  n a t i o n a l  
l e v e l ,  i t  r e a l l y  i s  b e c o m i n g  l e s s  a n d  l e s s  o f  a  
m e a n i n g f u l  c o m p a r i s o n  i s  a l l  I ' m  g e t t i n g  a t . . . .

MR. LABBE s t a t e d  t h a t  w o u l d  l o w e r  A l a s k a ' s  p e r c e n t a g e .

SENATOR TAYLOR s a i d  i t  s h o u l d ,  a n d  t h a t  i s  w h a t  h e  w a s  g e t t i n g  
a t .

MR. LABBE r e f e r r e d  t o  t h e  f o l l o w i n g  c h a r t  a n d  s a i d  t h e  p u r p o s e  o f
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t h e  g r a p h  i s  t o  s h o w  t h a t  o v e r  t h e  l a s t  10  y e a r s ,  t h e  g e n e r a l  
f u n d  o u t l a y  h a s  n o t  b e e n  e x t r e m e  i n  t e r m s  o f  i n c r e a s e s .  A l t h o u g h  
t h e  t o t a l  c o s t  o f  t h e  p r o g r a m  h a s  i n c r e a s e d ,  m o s t  o f  t h e  i n c r e a s e  
h a s  b e e n  w i t h  f e d e r a l  f u n d s .  He n o t e d  b e t w e e n  1 9 9 4  a n d  1 9 9 9 ,  t h e  
a v e r a g e  g e n e r a l  f u n d  i n c r e a s e  w a s  a b o u t  3 p e r c e n t  p e r  y e a r .  T h e  
f e d e r a l  i n c r e a s e  w a s  1 6  o r  17 p e r c e n t  p e r  y e a r .  He f e l t  t h a t  w a s



p r i m a r i l y  d u e  t o  t h e  m a t c h  r a t e  c h a n g e ,  b u t  a l s o  A l a s k a  h a s  b e e n  
p r o g r e s s i v e  i n  m a x i m i z i n g  t h e  1 0 0  p e r c e n t  IH S  r e i m b u r s e m e n t  a n d  
i n  t a k i n g  o t h e r  c o s t  c o n t a i n m e n t  m e a s u r e s .  He s a i d  h e  i s  a l w a y s  
c o n c e r n e d  a b o u t  t h e  c o s t  o f  t h e  g e n e r a l  f u n d .  He s t a t e d  t h a t  a  3 
p e r c e n t  i n c r e a s e  p e r  y e a r  p e r  p e r s o n  i s  n o t  t o o  b a d .  E s s e n t i a l l y ,  
t h e  s t a t e  i s  c o s t  s h i f t i n g  a n d  t r y i n g  t o  a v o i d  c o s t  s h i f t i n g  b y  
t h e  f e d e r a l  g o v e r n m e n t .

CHAIRWOMAN GREEN s a i d  i f  o n e  l o o k s  a t  t h e  i n c r e a s e  f r o m  1 9 9 1  t o  
2 0 0 1  i n  t o t a l  f u n d s ,  i t  a m o u n t s  t o  a b o u t  a  7 5  p e r c e n t  i n c r e a s e .
S h e  s a i d  s h e  i s  c o n c e r n e d  a b o u t  a c c e p t i n g  a  p r i o r  y e a r  i n c r e a s e
a s  t h e  n o r m  a n d  t h a t  t h e  f e d e r a l  m a t c h  r a t e  w i l l  c o n t i n u e  b e c a u s e  
a t  s o m e  p o i n t ,  t h e  s t a t e  w i l l  h a v e  n o  c o n t r o l  o v e r  t h e  c o s t .

MR. LABBE s a i d  h e  a g r e e s  w i t h  M r .  G i l b e r t s o n ' s  c o n c e r n  t h a t  
C o n g r e s s  n e e d s  t o  t a k e  a n  h o n e s t  l o o k  a t  t h a t  m a t c h  r a t e .  DMA 
h a s  b e e n  d o i n g  s o m e  w o r k  i n t e r n a l l y  t o  h e l p  s u p p o r t  S e n a t o r  
M u r k o w s k i ' s  e f f o r t  b y  p r o v i d i n g  d a t a  a n d  l o o k i n g  a t  w h a t  o t h e r  
p r i v a t e  p a y e r s  p a y  i n  A l a s k a  r e l a t i v e  t o  w h a t  t h e y  p a y  i n  o t h e r  
s t a t e s .  DMA n o w  h a s  a c c e s s  t o  a  p r o g r a m  t h a t  p r o v i d e s
e x p e n d i t u r e s  b y  c o d e s  i n  o t h e r  a r e a s  a n d  h a s  s t a r t e d  t o  c o m p i l e  
i n f o r m a t i o n  t h a t  s h o w s  t h a t  A l a s k a ' s  p a y m e n t  p e r  b e n e f i c i a r y  i s  
h i g h e r  t h a n  m o s t  s t a t e s .  I t  i s  a l s o  h i g h e r  f o r  B l u e  C r o s s  o r  
A e t n a  b y  a  s i m i l a r  p e r c e n t a g e .  He f e l t  t h a t  d e m o n s t r a t e s  t h a t  
c o s t s  a r e  h i g h e r  i n  A l a s k a ,  n o t  t h a t  t h e  s t a t e  i s  o v e r p a y i n g .

SENATOR TAYLOR s a i d :
You  a r e  l i v i n g  i n  a  w o r l d  t h a t  i s  s o  A l i c e  i n
W o n d e r l a n d ,  n o n e  o f  u s  a r e  i n  K a n s a s  a n y m o r e .  As y o u r  
l o c a l  h o s p i t a l  w h a t  t h e  b i l l  i s  f o r  a  r o o m  f o r  a  d a y .
Do y o u  k n o w  w h a t  t h e  a n s w e r  i s  y o u ' r e  g o i n g  t o  g e t  
b a c k ?  You  w i l l  f i n d  o u t  t h a t  t h a t  l o c a l  h o s p i t a l  h a s  
p r o b a b l y  s i x  o r  s e v e n  s c h e d u l e s  f o r  w h a t  t h a t  r o o m  i s  
w o r t h .  I t ' s  w o r t h  t h i s  m u c h  i f  y o u ' r e  a  M e d i c a r e  
p a t i e n t ,  i t ' s  w o r t h  t h i s  m u c h  i f  y o u ' r e  a  M e d i c a i d  
p a t i e n t ,  i t ' s  w o r t h  t h i s  m u c h  i f  y o u ' r e  B l u e  C r o s s .
Y o u ' l l  f i n d  t h a t ' s  r i g h t  a t  t h e  t o p  b e c a u s e  e v e r y b o d y  
e l s e  h a s  s o m e  a d v o c a c y  g r o u p  t h a t  c o m e s  i n  a n d  
n e g o t i a t e s  w i t h  t h a t  h o s p i t a l  t o  s e t  r a t e s .  P r o b a b l y  
t h e  m o s t  c o n t r o v e r s i a l  t h i n g  I  g o t  my l i t t l e  n o s e  s t u c k  
i n t o  f o r  t h e  l a s t  t w o  o r  t h r e e  y e a r s  w a s  w h e n  I  t o o k  o n  
y o u  g u y s  o n  t h e  i s s u e  o f  t h e  r e v o l v i n g  d o o r  o n  r a t e  
h e a r i n g s  a n d  w h e n  we w e r e  g o i n g  t o  m a k e  s o m e  d e c i s i o n s  
a n d  h o w  a r e  we g o i n g  t o  s e t  t h e m  a n d  t h e n  T o r g y  j u m p e d  
i n  t o o  a n d  s a y s ,  l o o k ,  i f  y o u  d o n ' t  w a n t  t o  j u s t  t a k e  
c a r e  o f  p a r t  o f  t h e  p r o b l e m ,  I ' l l  t a k e  c a r e  o f  a l l  o f  
i t  a n d  I ' l l  s e t  y o u r  r a t e s  f o r  y o u .  A l l  o f  a  s u d d e n  
p e o p l e  d e c i d e d  t o  g e t  t o  t h e  t a b l e .
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I  c a n  g u a r a n t e e  y o u ,  t h e  m a r k e t p l a c e  h a s  a b s o l u t e l y  
n o t h i n g  t o  d o  w i t h  a n y t h i n g  g o i n g  o n  o u t  t h e r e .  I t ' s  
a l l  b u r e a u c r a c y  a n d  y o u  a s  b u r e a u c r a t s  g e t  t o  n e g o t i a t e  
w i t h  h o s p i t a l s  w h a t  y o u ' r e  g o i n g  t o  p a y  a n d  t h e y  
n e g o t i a t e  b a c k  w i t h  y o u  g u y s  a n d  t h e n  t h e  i n s u r a n c e  
i n d u s t r y  s h o w s  u p  a n d  t h e y  t r y  a n d  d o  s o m e  o f  t h e  s a m e  
s t u f f .  T h e r e ' s  l i t e r a l l y  a  r a t e  o u t  t h e r e  f o r  t h e  g u y  
w ho  h a s  n o  i n s u r a n c e  b u t  h a s  a  b u s i n e s s  a n d  c a n  p a y  h i s  
b i l l s .  T h e n  t h e r e ' s  a  s e p a r a t e  r a t e ,  a  d i f f e r e n t  o n e  
f o r  t h e  i n s u r a n c e  c o m p a n y  a n d  a  d i f f e r e n t  r a t e  f o r  e a c h  
s t a t e  a g e n c y  s o  w hy  t a k e  a n d  c o m p a r e  b a s e d  o n  z i p  c o d e s  
w h a t  s o m e b o d y  m a y  b e  p a y i n g  i n  A r k a n s a s ?  I t ' s  j u s t  
t h a t  t h e  A r k a n s a s  d o c s  a n d  t h e  h o s p i t a l s  h a v e n ' t  r a p e d  
t h e i r  p e o p l e  d o w n  t h e r e  y e t  b u t  b e l i e v e  m e ,  t h e y ' r e  
c o m i n g  a r o u n d  t h e  c o r n e r  j u s t  l i k e  y o u  g u y s  h a v e  s o  
b a d l y  i n  C a l i f o r n i a  t h a t  w h e n  t h e  f e d e r a l  g o v e r n m e n t  
s t a r t e d  t h i s  w h o l e  p r o c e s s ,  t h e y  h a d  t o  g o  d o w n  t h e r e  
a n d  t a k e  a n  a v e r a g e  b e c a u s e  t h e y  w e r e  s e e i n g  a  c o s t  -  
o r  b i l l s  c o m i n g  i n  f r o m  d o c t o r s ,  w h e r e  i n  a  s i x  m o n t h  
p e r i o d  t h e  p r i c e  o f  t h e  s a m e  p r o c e s s  i n  s u r g e r y  a n d  s o  
o n  h a d  g o n e  u p  2 0 0  p e r c e n t  w i t h  t h e  s a m e  d o c  b e c a u s e  h e  
w a s  b i d d i n g  e a c h  t i m e  t o  s e e ,  w e l l ,  h e ' d  t e 1 1 t h e  g u y  
h e ' s  p l a y i n g  g o l f  w i t h ,  w e l l  g o s h ,  I  g o t  $ 2 0 0  f o r  a n  
a p p e n d e c t o m y  l a s t  w e e k  a n d  t h e  o t h e r  g u y  s a i d ,  w e l l  b y  
g o s h  G e o r g e ,  y o u  g e t  $ 2 0 0 ,  my a p p e n d e c t o m y  i s  w o r t h  
$ 3 0 0  s o  h e  w o u l d  c h a r g e  t h r e e  a n d  t h e  n e x t  w e e k  t h e  
o t h e r  g u y  c h a r g e s  f o u r  a n d  i t  j u s t  k e p t  e v o l v i n g  u p .

S o ,  I  d o n ' t  k n o w  w h e r e  a n y  o f  t h a t  g e t s  u s  -  w h a t  i t  
g e t s  me -  i t  g e t s  me v e r y  f r u s t r a t e d  t h a t  we  h a v e  a n  
a w f u l  l o t  o f  s t a t e  a n d  f e d e r a l  b u r e a u c r a t s  i n v o l v e d  i n  
t h e  p r o c e s s  o f  s e t t i n g  r a t e s  w h i c h  we t h e n  h a v e  t o  f u n d  
i n  t h e  f o r m  o f  a  b u d g e t  t h a t ' s  g o i n g  t o  c a p  o u t  w i t h i n  
t h e  n e x t  y e a r  o r  t w o  a t  a  b i l l i o n  d o l l a r s  j u s t  f o r  t h i s  
s t a t e . . . .

SENATOR TAYLOR s a i d  h e  r e a l l y  b e l i e v e s  t h a t  i f  we  d o n ' t  p a y  
a t t e n t i o n  t o  t h i s  a n d  f i n d  a  s o l u t i o n ,  we w i l l  f i n d  a  l o t  o f  
p e o p l e  r e l y i n g  o n  s e r v i c e s  t h a t  t h e  s t a t e  w i l l  n o t  b e  a b l e  t o  
p r o v i d e .

MR. LABBE s a i d  t h a t  a c r o s s  t h e  n a t i o n  A l a s k a  r a n k s  n u m b e r  47 i n  
t o t a l  e x p e n d i t u r e s  f o r  M e d i c a i d .  He e x p l a i n e d  t h a t  a  S u p r e m e  
C o u r t  d e c i s i o n  r e g a r d i n g  t h e  A m e r i c a n s  W i t h  D i s a b i l i t i e s  A c t  s a i d  
t h a t  t h e  s t a t e  w o u l d  b e  r e q u i r e d  t o  p r o v i d e  s e r v i c e s  t h a t  w o u l d  
p e r m i t  i n d i v i d u a l s  t o  l i v e  i n  t h e  c o m m u n i t y  r a t h e r  t h a n  a n  
i n s t i t u t i o n .  T h e  c a s e  c a l l e d  O l m s t e a d  i n v o l v e d  a  c o u p l e  o f  women 
i n  G e o r g i a  who  w e r e  i n  a  s t a t e  h o s p i t a l .  T h e i r  m e d i c a l  p r o v i d e r s  
f e l t  c o u l d  l e a v e  t h e  h o s p i t a l ,  b u t  t h e  s t a t e  w a s n ' t  m o v i n g  t h e m

SENATE HES COMMITTEE -55- November 8, 2001



out.

T h e  p l a i n t i f f s  w on  t h a t  a n d  s i n c e  t h a t  t i m e ,  t h e r e  h a s  b e e n  q u i t e  
a  b i t  o f  w o r k  a r o u n d  t h e  c o u n t r y .  H i s  d i v i s i o n  w a s  t o l d  b y  t h e  
f e d e r a l  M e d i c a i d  A g e n c y  (HCFA) t h a t  t h e  M e d i c a i d  P r o g r a m  c a n  h e l p  
s t a t e s  c o m p l y  w i t h  t h e  S u p r e m e  C o u r t  d e c i s i o n ,  b e c a u s e  t h e  
f e d e r a l  g o v e r n m e n t  w i l l  h e l p  s h a r e  i n  t h e  e x p e n s e  w i t h  c o m m u n i t y  
b a s e d  s e r v i c e s .  A l a s k a  h a s  m o v e d  f u r t h e r  a l o n g  t h a n  m a n y  s t a t e s  
i n  t e r m s  o f  o u r  c o m m u n i t y  b a s e  c a r e  p r o g r a m  a n d  c l o s e d  H a r b o r  
View. ,  c o n s i s t e n t  w i t h  t h e  v i e w  t h a t  p e o p l e  a r e n ' t  i n a p p r o p r i a t e l y  
i n s t i t u t i o n a l i z e d  a n d  t h a t  t h e r e  a r e  o p t i o n s .  T h e y  a r e  s t i l l  
w a i t i n g  l i s t s  o f  i s s u e s  f o r  s e r v i c e s  a n d  s i g n i f i c a n t  c a p a c i t y  
p r o b l e m s  i n  t e r m s  o f  p e o p l e  p r o v i d i n g  s u p p o r t s  i n  t h e  c o m m u n i t y ,  
e s p e c i a l l y  i n  s m a l l e r  c o m m u n i t i e s .  M e d i c a i d  c a n  h e l p  t h e s e  i s s u e s  
a n d  t h a t ' s  w h a t  t h e y  h a v e  b e e n  d o i n g  t h r o u g h  t h e  h o m e  a n d  
c o m m u n i t y  b a s e d  w a i v e r s .

CHAIRMAN GREEN t h a n k e d  h i m  f o r  h i s  t e s t i m o n y  a n d  f u r t h e r  
d i s c u s s i o n s  w o u l d  b e  n e e d e d .

MR. LABBE a d d e d  t h a t  t h e r e  w e r e  s e v e r a l  t h i n g s  t h a t  S t e v e
B r a n c h f l o w e r  m e n t i o n e d  a n d  h e  w a n t e d  t o  r e s p o n d  t o  o n e  c o m m e n t  
t h a t  w a s  m i s u n d e r s t o o d .  When h e  s a i d  we  w e r e  o n l y  o n e  o f  t h r e e  
s t a t e s  t h a t  o p e r a t e  i n  t h e  f e e  f o r  s e r v i c e  M e d i c a i d  P r o g r a m  a n d  
a l l  t h e  r e s t  h a v e  HMOs, e v e r y  s t a t e  h a s  a  f e e  f o r  s e r v i c e  
p r o g r a m .  M a n y  o f  t h e m  a l s o  h a v e  a n  HMO. Y ou  h a v e  t h e  s a m e  d y n a m i c  
i n  50  s t a t e s  o f  p r o v i d e r s  b i l l i n g  a n d  s o m e  s t a t e s  h a v e  a  
p e r c e n t a g e  o f  t h e i r  p o p u l a t i o n  s i g n e d  u p  o n  t h e  p r e p a i d  p l a n ,  b u t  
i t ' s  s t i l l  l e s s  t h a n  50% o f  t h e  t o t a l  n a t i o n a l  M e d i c a i d
p o p u l a t i o n  i n v o l v i n g  HMOs.

SENATOR TAYLOR s a i d  a  S i t k a  c o n s t i t u e n t  h a d  a  q u e s t i o n  a b o u t  w h a t  
a n  a l c o h o l  c o u n s e l o r  c a n  b e  c a l l e d  a n d  h o w  t h e y  g e t  r e i m b u r s e d  
b a s e d  u p o n  t h a t .  T h e  l e g i s l a t u r e  p a s s e d  a  l a w  o r  t h e r e  w a s  a
r e g u l a t i o n  s a y i n g  t h a t  a  p e r s o n  n e e d e d  t o  h a v e  a  m a s t e r ' s  d e g r e e
o r  b e t t e r  t o  b e  i n  a l c o h o l  c o u n s e l i n g .

MR. LABBE r e s p o n d e d  t h a t  t h e  M e n t a l  H e a l t h  h a s  t h a t  k i n d  o f  r u l e ,
b u t  h e  d i d n ' t  t h i n k  t h a t  w a s  r e q u i r e d  f o r  a l c o h o l .

SENATOR TAYLOR a s k e d  h i m  t o  l o o k  i n t o  i t  a n d  h e  a g r e e d .

SENATOR DAVIS a s k e d  h i m  t o  a d d r e s s  t h e  b u i l d i n g  m a n u a l  a n d  t h e
a u d i t s .

MR. LABBE r e p l i e d  t h a t  t h e y  w e r e  d i r e c t e d  b y  t h e  l e g i s l a t u r e  i n  
' 9 7  t o  i n i t i a t e  a  s e r i e s  o f  c o s t  c o n t a i n m e n t  a c t i o n s ,  o n e  o f  

w h i c h  w a s  t h e  p r o v i d e r  a u d i t s .  T h e y  h a v e  t o  w o r k  t h r o u g h  
b a c k l o g s .

SENATOR DAVIS a s k e d  i f  t h e y  h a v e  a d m i n i s t r a t i v e  p r o c e d u r e s  f o r
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p r o s e c u t i o n  a n d  h ow  m a n y  p e o p l e  a r e  w o r k i n g  i n  t h a t  a r e a .  S h e  
a l s o  w a n t e d  t o  k n e w  h o w  m a n y  c a s e s  h e  h a d  b e e n  a b l e  t o  g e t  f u n d s  
f o r .

An u n i d e n t i f i e d  woman r e s p o n d e d  t h a t  j u s t  d o i n g  t h i s  i n  t h e  
s p i r i t  o f  p r o s e c u t i o n  i s  s o m e t i m e s  a  n e g a t i v e  w a y  t o  l o o k  a t  i t ,  
b e c a u s e  t h e r e  w e r e  b u i l t - i n  i m p r o v e m e n t s .

MR. LABBE s a i d  t h a t  t h e  f o c u s  w a s  p a r t i c u l a r l y  or .  t h e  p a t i e n t  a n d  
o n e  o f  t h e  p r o b l e m s  w i t h  t h e  $ 2 2  m i l l i o n  i s  w h a t  M r .  B r a n c h f l o w e r  
p e r c e i v e s  a r e  t h e  d r a f t  r e p o r t s  f r o m  t h e  c o n t r a c t o r  c o n c u r r e n t l y  
w i t h  t h e  s t a t e .  T h e  s t a t e  h a d  t o  m a k e  a  n u m b e r  o f  p o l i c y  c h a n g e s ,  
w h i c h  i s  a  l e n g t h y  p r o c e s s .

F o r  t h e  m o s t  p a r t ,  we d i d n ' t  d o  t h e  e x t r a p o l a t i o n  
b e c a u s e  t h i s  w a s  l i k e  o u r  f i r s t  t i m e  r e a l l y  g o i n g  o u t .
W ha t  we  a r e  d o i n g  i s  w o r k i n g  o n  c o m p l i a n c e  a n d  
c o r r e c t i o n . . . I f  y o u  l o o k  a t  o u r  p h y s i c i a n  e x p e n d i t u r e s ,  
t h e y ' r e  p r a c t i c a l l y  f l a t  f o r  a b o u t  t h r e e  y e a r s  b e f o r e  
we e x p a n d  t h e  p o p u l a t i o n s .  S o ,  I  b e l i e v e  t h e  a t t e m p t  o f  
t h e  l e g i s l a t u r e  w a s  t o  s l o w  t h e  g r o w t h  o f  t h e  p r o g r a m .
I t  w a s  n o t  a i m e d  s o  m u c h  a t  t h e  r e c o v e r y  mode...We h a d  
s o m e  p r o b l e m s  w i t h  i t ,  t o o .

SENATOR TAYLOR t h a n k e d  h i m  f o r  h i s  e x c e l l e n t  p r e s e n t a t i o n  a n d  
s a i d  t h e y  w o u l d  n e x t  t a k e  p u b l i c  t e s t i m o n y .

4 : 0 9

MR. BILL  HOGAN, E x e c u t i v e  D i r e c t o r ,  L i f e q u e s t  R e g i o n a l  H e a l t h  
C e n t e r ,  s a i d  h e  i s  a l s o  a  m e m b e r  o f  t h e  A l a s k a  C o m m u n i t y  M e n t a l  
H e a l t h  S e r v i c e s  A s s o c i a t i o n ,  w h i c h  i s  t h e  m e n t a l  h e a l t h  p r o v i d e r s  
a s s o c i a t i o n .  T o d a y  h e  i s  s p e a k i n g  f o r  t h e  A l a s k a  M e n t a l  H e a l t h  
B o a r d .  He s a i d :

P r o g r a m s  s u c h  a s  A l a s k a  T e m p o r a r y  A s s i s t a n c e  p r o g r a m ,
A d u l t  P u b l i c  A s s i s t a n c e  a n d  G e n e r a l  R e l i e f  p r o v i d e  
b a s i c  s u p p o r t  f o r  m a n y  A l a s k a n s ,  h e l p i n g  t h e m  t o  m e e t  
f u n d a m e n t a l  e x p e n s e s  s u c h  a s  f o o d ,  s h e l t e r ,  c l o t h i n g  
a n d  t r a n s p o r t a t i o n .  W h e t h e r  t r a n s i t i o n a l  o r  l o n g - t e r m  
i n  n a t u r e ,  t h e s e  p r o g r a m s  a l l o w  p a r t i c i p a n t s  t o  l i v e  a s  
i n d e p e n d e n t l y  a s  p o s s i b l e  a n d  w i t h  d i g n i t y  i n  t h e i r  
c o m m u n i t y  o f  c h o i c e .  T h e s e  p r o g r a m s  a l s o  h e l p  A l a s k a n s  
a v o i d  h o m e l e s s n e s s  a n d  m i n i m i z e  h i g h e r  c o s t s ,  m o r e  
r e s t r i c t i v e  s e t t i n g s ,  i n c l u d i n g  h o s p i t a l i z a t i o n ,  
n u r s i n g  h o m e  p l a c e m e n t  a n d  i n c a r c e r a t i o n .

T h e  B o a r d  a s k e d  t h a t  t h e  s u b c o m m i t t e e  a s  t h e y  r e v i e w  
p r o g r a m s ,  d o  s o  b a s e d  o n  t h e  f o l l o w i n g  p r i n c i p l e s :
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•  A l l  A l a s k a n s  h a v e  t h e  b a s i c  h u m a n  n e e d  t o  a c h i e v e  
a n d  m a i n t a i n  t h e  h i g h e s t  p o s s i b l e  l e v e l  o f  
i n d e p e n d e n c e .

• T h e  S t a t e  h a s  a  r e s p o n s i b i l i t y  t o  a d d r e s s  t h e  
b a s i c  h u m a n  n e e d s  o f  i n d i v i d u a l s  w ho  d o  n o t  h a v e  
o t h e r  m e a n s  t o  m e e t  t h o s e  n e e d s  o n  e i t h e r  a  s h o r t  
o r  l o n g - t e r m  b a s i s .

•  S u p p o r t  l e v e l s  s h o u l d  b e  s u f f i c i e n t  t o  a l l o w  
i n d i v i d u a l  t o  l i v e  w i t h  d i g n i t y  i n  t h e  c o m m u n i t y

•  P r o g r a m s  s h o u l d  b e  r e a d i l y  a c c e s s i b l e  t o  e l i g i b l e  
a p p l i c a n t s .

•  P r o g r a m s  a n d  s e r v i c e s  s h o u l d  b e  m a n a g e d  t o  p r o m o t e  
e f f i c i e n c y  a n d  m a x i m i z e  r e s o u r c e s .

MR. HOGAN r e c o m m e n d e d  t h e y  r e v i e w  t h e  p r o g r a m s  i n  a  t h o u g h t f u l  
m a n n e r .

•  N o n e  o f  t h e  p r o p o s e d  c h a n g e s  h a v e  a  n e g a t i v e  i m p a c t  
o n  t h e  a b i l i t y  o f  p a r t i c i p a n t s  t o  m e e t  b a s i c  l i v i n g  
n e e d s .

•  R e v i e w  o f  t h e  p r o g r a m s  s h o u l d  b e  o n  a  p r o g r a m - b y -  
p r o g r a m  b a s i s .

•  No m a j o r  c h a n g e s  s h o u l d  b e  m a d e  w i t h o u t  m e a n i n g f u l  
i n p u t  f r o m  t h e  p r o g r a m  r e c i p i e n t s .

MR. HOGAN s a i d  h e  f i r m l y  b e l i e v e s  t h a t  a s  a  p r o v i d e r  t h e y  h a v e  a n  
o b l i g a t i o n  t o  t h e  t a x p a y e r s  o f  A l a s k a  a n d  t h e  l e g i s l a t u r e  t o  m a k e  
s u r e  t h e y  a r e  g e t t i n g  t h e  b e s t  b a n g  f o r  t h e  b u c k .  He s a i d  t h e y  
a r e  c o n c e r n e d  a b o u t  a c c e s s .

I n  m a n y  i n s t a n c e s  p u b l i c l y  f u n d e d  p r o g r a m s  a r e  t h e  o n l y  
s o u r c e  o f  h e a l t h  c a r e  f o r  m a n y  A l a s k a n s  a n d  t h a t ' s  n o t  
e n t i r e l y  t r u e  f o r  a  n u m b e r  o f  f o l k s  w ho  h a v e  n o  
i n s u r a n c e  a t  t h i s  p o i n t .  W i t h o u t  M e d i c a i d  a n d  o t h e r  
p u b l i c l y  f u n d e d  h e a l t h  c a r e  p r o g r a m s ,  m a n y  p e r s o n s  
w o u l d  h a v e  n o t h i n g .

He e m p h a s i z e d  t h e  i m p o r t a n c e  o f  t r e a t i n g  m e n t a l  i l l n e s s  a n d  
m e n t a l  h e a l t h  c a r e  i n  a  s i m i l a r  w a y  t o  p h y s i c a l  h e a l t h .  T h e  
S u r g e o n  G e n e r a l ' s  R e p o r t  o n  M e n t a l  H e a l t h  f r o m  1 9 9 9  -  2 0 0 0
a d v o c a t e s  s t r o n g l y  f o r  s t a t e s  p a s s i n g  m e n t a l  h e a l t h  p a r i t y  
l e g i s l a t i o n  a n d  t h e  f e d e r a l  g o v e r n m e n t  j u s t  p a s s e d  a  m e n t a l  
h e a l t h  p a r i t y  l a w .

He w a n t e d  t o  c o m m e n t  o n  R e p r e s e n t a t i v e  D y s o n ' s  s u g g e s t i o n  t o  
b e g i n  l o o k i n g  a t  i n t e g r a t i n g  p r i m a r y  c a r e  m e n t a l  h e a l t h  a n d  
s u b s t a n c e  a b u s e .  M o s t  m e n t a l  h e a l t h  a n d  s u b s t a n c e  a b u s e  p r o v i d e r s  
f e e l  t h a t  m a k e s  a  l o t  o f  s e n s e  a n d  m a n y  c o m m u n i t i e s  n e e d  a  o n e -
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s t o p  s h o p  w h e r e  p e o p l e  c a n  g o  a n d  g e t  e v e r y t h i n g  t h e y  n e e d  
w i t h o u t  b e i n g  s h u f f l e d .

A l s o ,  m a n y  m e n t a l  h e a l t h  p r o v i d e r s  h a v e  u n d e r t a k e n  a n  e f f o r t  t o  
d e v e l o p  c o r p o r a t e  c o m p l i a n c e  p l a n s  i n  r e g a r d s  t o  M e d i c a i d  a n d  
M e d i c a r e  f r a u d .  T h e y  h a v e  h a d  a t  l e a s t  o n e  c o n s u l t a n t  u p  f r o m  
d o w n  s o u t h  t o  h e l p  m e n t a l  h e a l t h  c e n t e r s  b e g i n  t o  d e v e l o p  t h e i r  
c o m p l i a n c e  l i m i t s .  T h e  M e d i c a i d  r e g u l a t i o n s  a r e  v e r y  c o m p l i c a t e d  
a n d  t h e y  a r e  e q u a l l y  c o m p l i c a t e d  f o r  p r o v i d e r s  t o  c o m p l y  w i t h .

As  a  M e n t a l  H e a l t h  B o a r d  m e m b e r ,  t h e y  a r e  c o n c e r n e d  a b o u t  o u t - o f -  
s t a t e  p l a c e m e n t  f o r  k i d s .  T h e r e  a r e  a b o u t  2 5 0  k i d s  f o r  a b o u t  $14  
m i l l i o n .

We a r e  c o m m i t t e d  t o  d e v e l o p  i n - s t a t e  c a p a c i t y  t o  k e e p  
k i d s  i n  A l a s k a  c l o s e  t o  t h e i r  own  h o m e s .  I t ' s  p r e t t y  
d i f f i c u l t  t o  d o  f a m i l y  t h e r a p y  w i t h  a  k i d  a n d  t r y  t o  
r e u n i t e  a  c h i l d  w i t h  t h e i r  f a m i l y  o f  n a t u r a l  o r i g i n  i f  
t h e  k i d  i s  i n  I d a h o  o r  M o n ta n a . . .

MR.HOGAN n e x t  c o m m e n t e d  o n  t h e  d i s a b l e d  a n d  h i s  b e s t  g u e s s  a t  
p r e v a l e n c e  o f  m e n t a l l y  d i s a b l e d  i n  A l a s k a  i s  a b o u t  2 4 , 0 0 0  
i n d i v i d u a l s  o r  a b o u t  4% o f  t h e  p o p u l a t i o n .  I f  t h e  7 5 , 0 0 0  f i g u r e  
i s  a c c u r a t e ,  i t  m i g h t  b e  s a f e  t o  s a y  a b o u t  a  t h i r d  o f  t h o s e  a r e  
m e n t a l l y  d i s a b l e d .

An u n i d e n t i f i e d  p e r s o n  a s k e d  h o w  m a n y  w e r e  r e l a t e d  t o  f e t a l  
a l c o h o l  s y n d r o m e .

MR. HOGAN g u e s s e d  a b o u t  10  -  15  p e r c e n t ,  b u t  i t  c o u l d  b e  h i g h e r .

MS. L I L A  BERRY, M a n a g e r ,  C i r c l e  o f  C a r e ,  s a i d  s h e  w a n t e d  t o  
d i s c u s s  c a r e  c o o r d i n a t i o n .  S h e  e x p l a i n e d  t h a t  C i r c l e  o f  C a r e  
b e g a n  a b o u t  12  y e a r s  a g o  i n  r e s p o n s e  t o  a  c o m m u n i t y  t r a g e d y  w h e r e  
a n  e l d e r l y  wom an  who  l i v e d  b y  h e r s e l f  h a d  m a n y  p e o p l e  i n v o l v e d  i n  
h e r  c a r e ,  b u t  n o  o n e  r e a l l y  k n e w  a b o u t  h e r  d a y - t o - d a y  a c t i v i t i e s .  
So  t h e r e  w a s  n o  c o o r d i n a t i o n .  S h e  d i e d  a n d  w a s  f o u n d  s e v e r a l  d a y s  
l a t e r .

MS. BERRY s a i d  t h a t  g e r i a t r i c  c a r e  c o o r d i n a t o r s  c a n  b e  f o u n d  i n  
a l l  p a r t s  o f  t h e  U n i t e d  S t a t e s  a n d  m a n y  p a r t s  o f  t h e  w o r l d .  T h e y  
a s s i s t  s e n i o r s  a n d  a d u l t s  w i t h  p h y s i c a l  d i s a b i l i t i e s  w i t h  d o i n g  
s c r e e n i n g s ,  c o n s u l t a t i o n  a n d  a s s e s s m e n t s  t o  h e l p  p e o p l e  g e t  
t h r o u g h  m a z e s  o f  e l i g i b i l i t y .  S h e  h e l p s  t h e m  p r o b l e m  s o l v e  a n d  
o b t a i n  s e r v i c e s  s o  t h a t  t h e y  s t a y  a s  s a f e  a n d  h e a l t h y  a s  
p o s s i b l e .  T h i s  m a y  m e a n  a s s i s t i n g  s e n i o r s  w h o  c a n n o t  a f f o r d  t h e i r  
c u r r e n t  h o u s i n g ,  t h e i r  f o o d  o r  t h e i r  m e d i c a t i o n  a n d  p r o t e c t  t h e m  
f r o m  f i n a n c i a l  e x p l o i t a t i o n .

TAPE 0 1 - 5 0 ,  S I D E  B
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MS. BERRY continued:

H u n d r e d s  o f  s e n i o r s  a n d  d i s a b l e d  p e r s o n  b e n e f i t  f r o m  
t h e  c h o i c e  w a i v e r  p r o g r a m  a n d  a s  o u r  s e n i o r  p o p u l a t i o n  
i s  r a p i d l y  g r o w i n g  a n d  i s  p r e d i c t e d  t o  c o n t i n u e  t o  
g r o w ,  we n e e d  t o  e n h a n c e  a n d  i m p r o v e  o u r  rusnu  o f  
s e r v i c e s  f o r  s e n i o r s  a n d  f o r  t h o s e  w i t h  a d u l t  p h y s i c a l  
d i s a b i l i t i e s ,  b u t  t h e r e  a r e  g a p s  i n  s e r v i c e s  f o r  p e o p l e  
w i t h  c h r o n i c  i l l n e s s e s .  T h e  s a f e t y  n e t  f o r  p e o p l e  who 
a r e  c h r o n i c a l l y  i l l  i s  i n a d e q u a t e  t o  m e e t  t h e  n e e d s  o f  
o u r  r e s i d e n t s .  T h e r e  i s  t h e  p e r s o n  w ho  m i g h t  b e  $10  
o v e r  M e d i c a i d  o r  h a v e  a  c h r o n i c  i l l n e s s  t h a t ' s  n o t  
c o v e r e d  b y  t h e  PMO. F o r  e x a m p l e ,  i f  y o u  h a v e  a
r e s p i r a t o r y  i l l n e s s ,  y o u ' r e  o u t  o f  l u c k .  Y o u ' r e  n o t  
c o v e r e d .  O r  t h e r e  m i g h t  b e  t h e  p e r s o n  w ho  h a s n ' t  w o r k e d
e n o u g h  q u a r t e r s  t o  b e  e l i g i b l e  f o r  d i s a b i l i t y  u n d e r
[ i n d i s c ] .

O r e g o n  i s  o n e  e x a m p l e  o f  i n n o v a t i v e  w a y s  t o  m e e t  t h e  
n e e d s  o f  t h e  c h r o n i c a l l y  i l l  who  m i g h t  n o t  b e  e l i g i b l e  
f o r  t r a d i t i o n a l  M e d i c a i d .  I  am a s k i n g  t h a t  s o m e
c o n s i d e r a t i o n  b e  g i v e n  t o  t h i s  p o p u l a t i o n  w i t h  o n e  
a r e a ,  t h e  p e o p l e  w i t h  r e s p i r a t o r y  i l l n e s s e s  w ho  a r e  n o t  
c u r r e n t l y  e l i g i b l e  f o r  M e d i c a i d .

MS. KRIS  MOORE, W a s i l l a  p a r e n t ,  s a i d  s h e  h a s  f o u r  c h i l d r e n ,  t w o  
h a v e  b e e n  a d o p t e d  f r o m  w i t h i n  t h e  f a m i l y .  S h e  s a i d  t h a t  p a r e n t s
s h o u l d  p l a n  t o  h a v e  t h e i r  c h i l d r e n  a n d  m a k e  s u r e  t h e y  h a v e
c o v e r a g e  b e f o r e  t h e y  h a v e  c h i l d r e n .  N e i t h e r  s h e  n o r  h e r  h u s b a n d  
h a v e  j o b s  t h a t  o f f e r  r e a s o n a b l e  h e a l t h  i n s u r a n c e  a n d  s h e  w a s
r e c e n t l y  u n e x p e c t e d l y  l a i d  o f f .  " M any  f a m i l i e s  e x p e r i e n c e  t h e s e  
k i n d s  o f  u n e x p e c t e d  t r a n s i t i o n s . . . I n  t h e  c a s e  o f  a  m e d i c a l
e m e r g e n c y  o r  f o r  t h e  n e c e s s a r y  b a s i c  c a r e  d u r i n g  t h e s e  t i m e s ,  we 
w o u l d  b e  s e t  b a c k  f i n a n c i a l l y  f o r  y e a r s  w e r e  i t  n o t  f o r  D e n a l i  
K i d  C a r e  c o v e r a g e . "

CHAIRMAN GREEN a s k e d  i f  s h e  h a d  r e c e i v e d  a  m e s s a g e  a b o u t  D e n a l i  
K i d  C a r e .

MS. MOORE r e p l i e d  t h a t  s h e  h a d n ’ t  s p e c i f i c a l l y  h e a r d  a n y t h i n g .

CHAIRMAN GREEN s a i d  t h a t  t o m o r r o w ' s  d i s c u s s i o n  w a s  g o i n g  t o  b e  
a b o u t  h o w  t o  f i n d  a l t e r n a t i v e  m e t h o d s  o f  h e a l t h  i n s u r a n c e  a n d  g e t  
c o v e r a g e  i n  p l a c e s .  S h e  d i d  n o t  t h i n k  t h e  D e n a l i  K i d  C a r e  m o d e l  
i s  t h e  i d e a l  m o d e l .  S h e  s a i d  i t  m i g h t  n e e d  t o  b e  r e t o o l e d  w h e r e  
p e o p l e  h a v e  t h e  a b i l i t y  t o  p a r t i c i p a t e  i n  t h e  s e l e c t i o n ,  t h e  
t y p e s  o f  c o v e r a g e  a n d  p h a s e  i n t o  a  r e g u l a r  h e a l t h  i n s u r a n c e  
p o l i c y .  S h e  d i d  n o t  w a n t  t o  s t r i p  t h e  D e n a l i  K i d  C a r e .  S h e  s a i d ,  
" T h e  CH IP S  P r o g r a m  i s  i n  p r o b a b l y  g o i n g  t o  b e  c h a n g e d .  W h a t  d o e s  
t h a t  d o  t o  D e n a l i  K i d  C a r e  w h e n  i t  c o m e s  d o w n  f r o m  t h e  f e d s  t o

SENATE HES COMMITTEE -60- November 8, 2001



us? I don't know. It's a dilemma."

MS. MOORE r e s p o n d e d  t h a t  h e r  p o i n t  i s  t h a t  t h e y  n e e d  t o  m a k e  s u r e  
t h e y  a r e  c o n s i d e r i n g  t h e  r e s o u r c e s  p a r e n t s  a n d  f a m i l i e s  r e c e i v e  
i n  t h e s e  p r o g r a m s .  S h e  u r g e d  t h e m  t o  f i n d  a  w a y  t o  d e a l  w i t h  t h e  
f r a u d  i s s u e s .

MS. ELAINE MANNING s a i d  s h e  h a s  a  M e d i c a i d  w a i v e r .  B e f o r e  i t  
c a m e ,  s h e  a n d  h e r  h u s b a n d  d i d n ' t  k n o w  i f  t h e y  c o u l d  s c a y  i n  t h e i r  
h o m e  w h e r e  t h e y  w a n t  t o  b e .  " I f  we c o u l d  k e e p ,  f o r  i n s t a n c e ,  100  
p e o p l e  i n  t h e i r  h o m e  w h e r e  t h e y  w a n t  t o  b e ,  we w o u l d  s a v e  o u r  
s t a t e  m i l l i o n s  o f  d o l l a r s  a n d  I  t h i n k  w e ' r e  g o i n g  i n  t h e  r i g h t  
d i r e c t i o n . . . "

MS. MONTA FAYE LANE, P r e s i d e n t ,  A l a s k a  C a r e g i v e r s  A s s o c i a t i o n ,  
s a i d  t h e  a s s i s t e d  l i v i n g  h o m e s  a r e  f a r  m o r e  c o s t  e f f e c t i v e  t h a n  
t h e y  r e a l i z e .  SB 73  h a d  a  l o t  o f  s u p p o r t  i n  t h e  l e g i s l a t u r e ,  b u t  
n o w  i t  s e e m s  t h a t  p e o p l e  w a n t  t o  c h a n g e  t h e  i n t e n t ,  w h i c h  w a s  t o  
g i v e  p r o v i d e r s  a  r a i s e  i n  t h e  d a i l y  r o o m  a n d  b o a r d  r a t e  t h e y  
r e c e i v e  f o r  t a k i n g  c a r e  o f  i n d i g e n t  a n d  e l d e r l y  p e o p l e ,  
a l c o h o l i c s ,  c h r o n i c a l l y  m e n t a l l y  i l l ,  e t c .  S h e  e x p l a i n e d  t h a t  
w h e n  s h e  w o r k e d  w i t h  S e n a t o r  M i k e  M i l l e r  o n  t h i s  b i l l ,  t h e y  w e r e  
r e c e i v i n g  $ 3 4 . 5 0  p e r  d a y  r o o m  a n d  b o a r d  t o  c a r e  f o r  t h e s e  p e o p l e  
a n d  t h e y  f i g u r e d  i t  s h o u l d  b e  $ 1 5 0  p e r  d a y .  T h e r e  w a s  n o  M e d i c a i d  
m o n e y  a t  t h a t  t i m e .  I t  w a s  i n c r e a s e d  t o  $ 5 0  p e r  d a y  i n  2 0 0 0 .  I n  
2 0 0 1  i t  w e n t  u p  t o  $ 6 0  a n d  i n  2 0 0 2  i t  w i l l  b e  $ 7 0 .  S h e  s a i d  t h a t  
t h e  S t a t e  w a n t s  t o  t a k e  a w a y  60 p e r c e n t  o f  t h a t .  " T h a t ' s  g o i n g  t o  
m a k e  u s  r e c e i v e  f o r  r o o m  a n d  b o a r d  f o r  t h e s e  p e o p l e  l e s s  t h a n  t h e  
1 9 8 2  $ 3 1 . 9 0 .  "

A d d i t i o n a l l y ,  p e o p l e  a r e  b e i n g  k i c k e d  o u t  o f  h o s p i t a l s  q u i c k e r  
a n d  s i c k e r  t h a n  t h e y  e v e r  h a v e  b e f o r e  i n  t h e  h i s t o r y  o f  t h e
U n i t e d  S t a t e s .  S h e  s a i d ,  " I  c a n ' t  s e e  w h y  t h e y  c a n ' t  f i g u r e  o u t  
w h a t  a  s a v i n g s  a s s i s t e d  l i v i n g  i s  t o  t h e  S t a t e  o f  A l a s k a  w h e n  y o u  
s e t  a n d  l o o k  a t  t h e  n u m b e r s . "

MS. LANE t o l d  t h e  c o m m i t t e e  t h a t  s h e  w a s  t a k i n g  c a r e  o f  a
q u a d r i p l e g i c  p a t i e n t  f o r  $ 3 , 5 0 0  a  m o n t h  a n d  h e  w a s  k i c k e d  o u t  o f  
a  n u r s i n g  h o m e  t h a t  w a s  c h a r g i n g  $ 1 5 , 0 0 0 .  He w a s  a n  a l c o h o l i c  a n d  
t h e r e  w a s  n o  w a y  t o  r e c o v e r  a n y  d a m a g e s  h e  d i d  t o  t h e i r  h o m e .  S h e  
c o u l d n ' t  j u s t  k i c k  h i m  o u t  a n d  c o n t i n u e s  t o  t a k e  h i s  a b u s e .  S h e  
a s k e d  t h a t  t h e  l e g i s l a t u r e :

R e d e f i n e  t h e  w a y  t h e y  h a n d l e  t h e  M e d i c a i d  P r o g r a m  o f  
t h e  PA n u m b e r s .  When I  t a l k  a b o u t  PA n u m b e r s ,  I ' m  
t a l k i n g  a b o u t  g e t t i n g  p a i d  t h a t  l i t t l e  $ 6 8 . 4 1  a  d a y .  I  
h a d  t o  w a i t  1 8 0  d a y s  t o  g e t  my m o n e y  a n d  I  t h i n k  t h a t ' s
a t r o c i o u s .  I ' m  s u p p o s e d  t o  c a r r y  t h e  S t a t e  o f  A l a s k a  o n
my b a c k ?

MS. MARY OLSON, p h y s i c a l  t h e r a p i s t ,  s a i d  s h e  w o r k e d  f o r  25  y e a r s
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w i t h  c h i l d r e n  a n d  s e r v e s  o n  t h e  N a t i o n a l  B o a r d  o f  t h e  A m e r i c a n  
P h y s i c a l  T h e r a p y  A s s o c i a t i o n ' s  P e d i a t r i c  S e c t i o n .  S h e  g o t  a n  e -  
m a i l  s t a t i n g  t h e  c o m m i t t e e  w a s  g o i n g  t o  a d d r e s s  t h e  D e n a l i  K i d  
C a r e  P r o g r a m  a n d  s h e  s e e s  t h e  i m p o r t a n c e  o f  t h e  p r o g r a m  t o  t h e  
M e d i c a i d  w a i v e r s .  H e r  f i r s t  j o b  a s  a  p h y s i c a l  t h e r a p i s t  w a s  i n  a  
b o a r d i n g  s c h o o l  f o r  k i d s  5 - 2 1  y e a r s  o l d  b e c a u s e  t h e y  h a d  a
p h y s i c a l  d i s a b i l i t y .  T h e  r e q u i r e m e n t  w a s  t h a t  t h e y  h a d  a  p h y s i c a l
d i s a b i l i t y ,  b u t  i n t e l l e c t u a l l y  n o r m a l .  S h e  h a s  s i n c e  w o r k e d  w i t h  
o t h e r  f a m i l i e s  w h e r e  t h e  M e d i c a i d  w a i v e r s  h a v e  m a d e  i t  p o s s i b l e  
f o r  p a t i e n t s  t o  b e  a t  h o m e .

T h e  i m p o r t a n t  t h i n g  i s  t h a t  t h e  s e r v i c e s  b e  f i n a n c i a l l y  
a c c e s s i b l e  t o  a l l  c h i l d r e n ,  p a r t i c u l a r l y .  I ' m  a  s t r o n g  
b e l i e v e r  i n  e a r l y  i n t e r v e n t i o n .  T h a t ' s  w h e r e  w e r e  g o i n g  
t o  m a k e  a  d i f f e r e n c e  a n d  a  k i d s  l i f e . . . a n d  t o  p r e g n a n t  
w o m e n . . .S to p  t h e s e  p r o b l e m s  b e f o r e  t h e y  o c c u r . . . I f  t h e y  a r e  
t h e r e ,  g e t  t h e s e  k i d s  o n  a s  ..soon a s  p o s s i b l e  d o i n g  t h e  
b e s t  t h e y  c a n .

MS. OLSON s a i d  i n  h e r  p r i v a t e  p r a c t i c e  t h a t  r e g u l a t i o n  a n d
p a p e r w o r k  a r e  t w o - t h i r d s  o f  h e r  c o s t .  " I f  I  w o u l d  j u s t  g e t  p a i d  
f o r  t h e  w o r k  I  d o  a n d  I  l o v e  t o  d o ,  I  w o u l d  b e  t h o r o u g h l y
s a t i s f i e d ,  b u t  y o u ' v e  g o t  t o  p a y  me f o r  t h a t  o t h e r  s t u f f  y o u  m a k e  
me d o . "

MS. OLSON a s k e d  i f  M e d i c a i d  i n  s c h o o l s  h a d  b e e n  a d d r e s s e d .  S h e  
s a i d  t h e r e  a r e  m a n y  w a y s  p e o p l e  r e c e i v e  a s s i s t a n c e  a n d  t h e r e  w a s  
n o  c o o r d i n a t i o n  o r  a n y  o n e  t o  t a k e  u l t i m a t e  r e s p o n s i b i l i t y .

MS. SUE DROVER s a i d  s h e  w a s  n o t  r e p r e s e n t i n g  a n y o n e  a n d  w a n t e d  t o  
t a l k  a b o u t  D e n a l i  K i d  C a r e .  H e r  s o n  t r i e d  t o  c o m m i t  s u i c i d e  14 
m o n t h s  a g o  a n d  t h e  d o c t o r s  s a i d  h e  n e e d e d  l o n g - t e r m  c a r e .  S h e  
w o u l d  h a v e  h a d  t o  t a k e  h i m  h o m e  w h e r e  h e  w o u l d  h a v e  t o  b e  w a t c h e d  
a l l  t h e  t i m e ,  b e c a u s e  s h e  c o u l d  n o t  a f f o r d  t o  s e n d  h i m  t o  a  l o n g ­
t e r m  f a c i l i t y .  F o r t u n a t e l y ,  h e  q u a l i f i e d  f o r  D e n a l i  K i d  C a r e  
a l l o w i n g  h i m  t o  g e t  t h e  t r e a t m e n t  a n d  r o u n d - t h e - c l o c k  c a r e  t h a t  
h e  n e e d e d  a n d  s h e  f e l t  t h a t  w a s  t h e  o n l y  r e a s o n  h e  w a s  a l i v e  
t o d a y .  S h e  r e q u e s t e d  t h a t  t h e y  f u n d  a n  i n - s t a t e  r e s i d e n t i a l  
t r e a t m e n t  c e n t e r .  S h e  s a i d  t h e r e  i s  n o  a l c o h o l  o r  d r u g  a b u s e  
i n v o l v e d  i n  h e r  s o n ' s  c a s e .

CHAIRMAN GREEN a s k e d  s o m e o n e  f r o m  t h e  D e p a r t m e n t  i f  h e  k n e w  o f  
a n y  t h o s e  f a c i l i t i e s  w e r e  b e i n g  p l a n n e d .  He a n s w e r e d  t h a t  t h e r e  
a r e  t w o  f a c i l i t i e s  i n - s t a t e  t h a t  a r e  l o n g - t e r m  -  N o r t h  S t a r  
B e h a v i o r a l  H e a l t h  a n d  A l a s k a  C h i l d r e n ' s  S e r v i c e s  C e n t e r  -  a n d  
P r o v i d e n c e  i n  s h o r t - t e r m .

CHAIRMAN GREEN a s k e d  i f  t h e  t w o  l o n g - t e r m  f a c i l i t i e s  w e r e  
r e s i d e n t i a l .  He a n s w e r e d  t h a t  t h e y  a r e  a n d  a d d e d  t h a t  t h e y  h a v e  
v a c a n c i e s .
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MS. DROVER s a i d  t h a t  a t  t h e  t i m e  i t  m a y  h a v e  b e e n  a n  a v a i l a b i l i t y  
i s s u e  a t  t h e  t i m e ,  b u t  no w  h e  i s  s o  i n g r a i n e d  w i t h  t h e  t r e a t m e n t  
a n d  d o i n g  w e l l  i n  U t a h  t h a t  h e  w o u l d n ' t  w a n t  t o  l e a v e .

CHAIRMAN GREEN t h a n k e d  h e r  f o r  c o m i n g  i n  a n d  a d d e d  t h a t  s h e  
t h o u g h t  c h e y  w o u l d  b e  h e a r i n g  m o r e  a b o u t  t h e s e  f a c i l i t i e s .

MS. DROVER a d d e d  t h a t  i f  a n y t h i n g  h a p p e n s  o u t s i d e  o f  t h e  
f a c i l i t y ,  t h a t  t h e i r  r e g u l a r  m e d i c a l  i n s u r a n c e  t a k e s  c a r e  o f  i t .  
D e n a l i  K i d  C a r e  c o v e r s  t h e  r e s i d e n t i a l  f a c i l i t y  f e e s  w h i c h  a r e  
a b o u t  $ 9 , 0 0 0  p e r  m o n t h .

MS. RUTH T IT L E R  s a i d  s h e  i s  a  6 1 - y e a r  o l d  d i a b e t i c  a n d  h a d  b e e n  
d e p e n d e n t  o n  i n s u l i n  f o r  52  y e a r s .  S h e  h a s  o t h e r  m a j o r  
c o m p l i c a t i o n s  d i r e c t l y  r e l a t e d  t o  t h e  d i a b e t e s .  A b o u t  t h r e e  y e a r s  
a g o ,  h e r  p h y s i c i a n  r e q u e s t e d  t h a t  C i r c l e  o f  C a r e  e v a l u a t e  h e r  
n e e d s  a t  h o m e .  I t  w a s  d e t e r m i n e d  t h a t  s h e  n e e d e d  a d d i t i o n a l  h e l p  
w i t h  s h o w e r s ,  c o o k i n g  a n d  l a u n d r y .  O n c e  s h e  w a s  a p p r o v e d  b y  t h e  
C h o i c e  L a b o r  P r o g r a m ,  l i f e  b e c a m e  b e t t e r .  H e r  c a r e  c o o r d i n a t o r  
c o n t a c t s  h e r  a t  l e a s t  t w i c e  a  m o n t h  -  o n e  o f  t h e m  i s  a  f a c e  t o  
f a c e  v i s i t ;  t h e y  m o n i t o r  h o w  h e r  o u t s i d e  h e l p  i s  d o i n g .  H e r  
f a m i l y  l i v e s  i n  t h e  L o w e r  48  a n d  C i r c l e  o f  C a r e  h a s  g i v e n  h e r  
e m o t i o n a l  s u p p o r t  a s  w e l l ,  w h i c h  i s  v e r y  i m p o r t a n t  i n  a  p e r s o n ' s  
o u t l o o k  o n  l i f e .

MS. T IT L E R  s a i d  b e c a u s e  t h e  s t a t e  o p t e d  o u t  o f  t h e  S o c i a l  
S e c u r i t y  S y s t e m ,  s h e  i s  d e n i e d  d i s a b i l i t y  a n d  d o e s n ' t  q u a l i f y  f o r  
M e d i c a r e  u n t i l  s h e  i s  6 5 .  " I f  i t  w a s  n o t  f o r  a  C h o i c e  w a i v e r ,  
M e d i c a i d  a n d  C i r c l e  o f  C a r e ,  I  b e l i e v e  I  w o u l d  n o t  b e  a b l e  t o  
m a i n t a i n  i n d e p e n d e n t  l i v i n g . . . "

S h e  s u p p o r t e d  c o n t i n u i n g  M e d i c a i d  m o n e y  t o  t h o s e  w h o  n e e d  i t  
m o s t .

DR. DAVID ALEXANDER, p h y s i c i a n  m e m b e r  o f  t h e  M e d i c a l  C a r e
A d v i s o r y  C o m m i t t e e  (MCAC) , s a i d  h e  f a x e d  t h e m  a  c o p y  o f  h i s
c o m m e n t s .  T h e  m a i n  t h i n g  i s  t h a t  t h e  S t a t e  M e d i c a i d  P r c j r a m  h a s
b e e n  c l o s e l y  r e v i e w e d  b y  t h e  MCAC w i t h  B o b  L a b b e  m e e t i n g  w i t h  
t h e m  f o r  t w o  d a y s  f o u r  t i m e s  a  y e a r .  T h i s  C o m m i t t e e  c a m e  u p  w i t h  
s o m e  r e c o m m e n d a t i o n s .  T h e  f i r s t  o n e  w a s :  " I t  a i n ' t  b r o k e ;  s o
d o n ' t  t r y  t o  f i x  i t .  B e y o n d  t h a t ,  i t  c a n  c l e a r l y  b e  t w e a k e d  a n d  
i m p r o v e d . "

As a n  e x a m p l e ,  h e  s a i d  t h e r e  i s  m o n e y  s p e n t  f o r  d i s a s t e r  d e n t a l  
c a r e  f o r  a d u l t s ,  b u t  i f  y o u ' r e  g o i n g  t o  d o  t h a t ,  t h e r e  s h o u l d  b e  
s o m e  w a y  t o  f u n d  p r e v e n t i v e  c a r e  a s  w e l l ,  b e c a u s e  i t ' s  a  l o t  
c h e a p e r  i n  t h e  l o n g  r u n .  He s a i d  s e c o n d ,  t h e  i s s u e  o f  p a y m e n t  f o r  
t r a n s p o r t a t i o n  c h a r g e s  n e e d s  r e v i e w ;  i t ' s  u n c l e a r  w h y  t h e  s t a t e  
i s  t r y i n g  t o  b e  f i s c a l l y  c o n s e r v a t i v e  a n d  i n s i s t  o n  p a y i n g  t o p  
d o l l a r  f o r  a i r  t i c k e t s ,  b e c a u s e  t i c k e t s  c a n  o n l y  b e  p u r c h a s e  i f
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t h e y  a r e  t o t a l l y  r e f u n d a b l e  s o  t h e y  h a v e  t o  w a i t  u n t i l  t h e  l a s t  
m i n u t e  t o  b u y  i t .

S p e a k i n g  a s  a p e d i a t r i c i a n ,  h e  s a i d  t h e  f e d e r a l  g o v e r n m e n t  i s  
p r o p o s i n g  c o s t  n e u t r a l  h e a l t h  i n s u r a n c e  f l e x i b i l i t y  a n d  
a c c o u n t a b i l i c y  w a i v e r s  t n a t  w i l l  a l l o w  c o v e r a g e  f o r  m o r e  a d u l t s ,  
b u t  o n l y  c o n t r a c t i n g  t h e  a m o u n t  t h a t ' s  a v a i l a b l e  t o  c h i l d r e n  
( b e c a u s e  i t  h a s  t o  b e  c o s t  n e u t r a l )  . I n  a d d i t i o n ,  s o m e  o f  t h e  

c u r r e n t  M e d i c a i d  m o n e y  w o u l d  h a v e  t o  g o  t o  s e t  u p  t h e  p r o g r a m ,  
w h i c h  i s  c o m p l e x .  He t h o u g h t  i t  w a s  p o o r  e c o n o m i c  p o l i c y  t o  d r o p  
p e o p l e  f r o m  t h e  p r o g r a m  w h e n  t h e y  f i n a l l y  g e t  j u s t  a b o v e  t h e  
p o v e r t y  l e v e l .

MR. DENNIS DUNN, P r i n c i p a l  a t  K e n a i  A l t e r n a t i v e  H i g h  S c h o o l ,  s a i d
t h a t  h e  i s  h e r e  t o  r e p r e s e n t  t h e  v o i c e l e s s .  He h a s  a b o u t  75  k i d s
a n d  a b o u t  a  t h i r d  o f  t h e m  a  d i f f e r e n t  t i m e s  q u a l i f y  a s  h o m e l e s s
a n d  w e l l  o v e r  h a l f  o f  h i s  p o p u l a t i o n  u t i l i z e  t h e  D e n a l i  K i d  C a r e
P r o g r a m .

W i t h o u t  t h i s  p r o g r a m ,  i t ’ s  u n q u e s t i o n a b l y  c l e a r  t h a t  
t h e y  w o u l d  n o t  g e t  t h e  m e d i c a l  s e r v i c e s  t h a t  t h e y  a r e  
n ow  p r o v i d i n g .  Now t h e s e  s t u d e n t s  h a v e  a c c e s s  t o  v i s i o n  
s e r v i c e s ,  g e n e r a l  m e d i c a l  c a r e  a n d  m e n t a l  h e a l t h  c a r e .
I n  a d d i t i o n ,  s o m e  o f  o u r  s t u d e n t s  a r e  a l s o  p a r e n t s  t h a t
h a v e  c h i l d r e n .  I n  m a n y  c a s e s  b o t h  t h e  s t u d e n t  a n d  o u r
s c h o o l  a s  w e l l  a s  t h e i r  c h i l d  i s  a  r e c i p i e n t  o f  t h e
D e n a l i  K i d  C a r e .  I  j u s t  c a n n o t  e m p h a s i z e  t h e  d i f f e r e n c e  
t h i s  i s  m a k i n g  i n  t h e  l i v e s  o f  t h e s e  k i d s .  T h e s e  a r e  
k i d s  who  h a v e  n o v / h e r e  t o  g o ,  n o  a c c e s s  t o  a n y  k i n d  o f  
h e a l  . z a r e ,  w h a t s o e v e r  u n t i l  t h i s  p r o g r a m  c a m e  a l o n g .

MR. DUNN s a i d  a  c o u p l e  o f  p r o b l e m s  h e  h a d  w i t h  h i s  k i d s  i s  t h a t  
s e v e r a l  p r o v i d e r s  a r e  r e l u c t a n t  t o  t a k e  D e n a l i  K i d  C a r e ,  i n  
p a r t i c u l a r  d e n t i s t s .  He s a i d  s o m e  p s y c h o l o g i s t s  a r e  n o w  b e i n g  
a l l o w e d  t o  b i l l .  A l s o ,  m a n y  o f  h i s  k i d s  a r e  o n  t h e i r  o w n ,  b u t  
t h e y  c a n ' t  b e  s e e n  u n l e s s  t h e y  h a v e  s o m e o n e  w ho  i s  o v e r  1 8 .  I f  
t h e y  h a v e  a  D e n a l i  K i d  C a r e  c a r d ,  i t  w o u l d  h e l p  i f  t h e y  c o u l d  g o  
w i t h o u t  s o m e o n e  18  y e a r s  o l d .  He s t r o n g l y  s u p p o r t e d  c o n t i n u i n g  
t h e  p r o g r a m .

CHAIRMAN GREEN t h a n k e d  h i m  a n d  . ' a i d  t h a t  e m a n c i p a t i o n  w a s  a n o t h e r  
i s s u e  t h e y  w o u l d  h a v e  t o  d e a l  w i t h .

SENATOR TAYLOR s a i d ,  " T h e r e ' s  a  w h o l e  s e r i e s  o f  t h i n g s  we n e e d  t o  
t a k e  u p ,  Madam C h a i r m a n .  When i t  c o m e s  t o  p a r e n t a l  
r e s p o n s i b i l i t y ,  t h e  i d e a  o f  a  t h r o w  a w a y  k i d  i n  A l a s k a  i s  m o r e  
t h a n  o f f e n s i v e  t o  me..."

CHAIRMAN GREEN t h a n k e d  e v e r y o n e  f o r  t h e i r  t e s t i m o n y  a n d  a d j o u r n e d  
t h e  m e e t i n g  a t  5 : 0 5  p . m .
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ALASKA MEDICAID PROGRAM EXPENDITURES -  RECENT HISTORY

Numbers and Language
Actuals Actuals Actuals Actuals Actuals Enacted Projected

FY98 FY99 FY00 FY01 FY02 FY03 FY04
Medical Assistance 20% increase

Medicaid 366,536.5 395,689.5 470,709.0 583,893.6 693,679.7 820,036.5 984,043.8

General Purpose 129,731.2 1l 1,52*.9 145,514.7 152,791.1 192,921.5 173,294.8 207,953.8
Federal 231,329.7 261,315.7 307,508.4 387,431.9 461,846.9 579,552.0 695,462.4
Other 5,475.6 2,850.9 17,685.9 43,670.6 38,911.3 67,189.7 80,627.6

Total 366,536.5 395,689.5 470,709.0 583,893.6 693,679.7 820,036.5 984,043.8

% Increases from 
Prior Year 7.95% 18.96% 24.05% 18.80% 18.22% 2 0 .0 0 %

Total Medicaid Expenditures FY 99 - FY 02: 2,143,971.8
Average annual increase between FY 99 and FY 02 20.60%

Source: figures obtained from Legislative Finance Division
Presented by T. Carpenter of Senator Green's staff 2/24/2003
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Figure 2 . 5  Projected Medicaid Expenditures, Fiscal Years l9 9 8 - 2 0 1 0

S p e n d in g  is p r o je c te d  to  g r o w  to  $ 4 4 4 b i l l io n  in  F Y  2010 .

500

c  400  
o_Q

i d  300

FY 2 0 1 0  
Total = $ 4 4 4

r -------------------- r
1998 2000 2002 2004 2006

Fiscal Year

2008 2 0 1 0
Mote: (1) The projected increase in Medicaid expenditures can be explained by the following factors — case load accounts for 
about one-sixth of the increase, inflation one third, and the balance can be explained by spending-per-enrollee in excess of 
inflation; (2 ) data shown above are expressed in nominal terms.

Source: HCFA/Office of the Actuary, President's Fiscal Year 2001 baseline budget.
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Figure 2 . 1 0  Distribution of Persons Served Through Medicaid and
Payments by Basis of Eligibility, Fiscal Year 1 9 9 8

P a ym e n ts  fo r th e  e ld e r ly , b l in d  a n d  d is a b le d  a c c o u n t fo r 71 p e r c e n t o f  to ta l p a ym e n ts .

Persons Served Payments

Note: (1) Totals may noi equal 100% due to rounding; (2) "Payments" describe direct Medicaid vendor payments and 
Medicaid program expenditures for premium payments to third parties for managed care (but exclude DSH payments, 
Medicare premiums and cost sharing on behalf of beneficiaries dually enrolled in Medicaid and Medicare); (3) disabled 
children are included in the aged, blind & disabled category shown above.

Source: HCFA-2082.
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Figure 2 . 1 2  Average Real Medicaid Payments per Person Served, 
Fiscal Years 1 9 7 8 - 1 9 9 8

Per capita p a y m e n ts  for the  elderly; b lind  a n d  individuals w ith disabilities m o re  than  d o u b led  
w hile p e r  capita p a y m e n ts  for children a n d  adu lts  h a d  m o d e s t  g row th  rates.

Fiscal Year

Note: (1) Data shown above are expressed in 1998 dollars; (2) for FY 1998 "payment. " describe direct Medicaid vendor 
payments and Medicaid program expenditures for premium payments to third parties, for managed care (but exclude DSH 
payments, Medicare premiums and cost sharing on behalf of beneficiaries dually enro led in Medicaid and Medicare), while 
data from previous years only include direct vendor payments; (3) the term "adults" at used above refers to a category of 
non-elderly, non-disabled adults; (4) disabled children are included in the blind & aissuled category shown above.

Source: HCFA Form 2082.
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Session: 
State Capitol 

Juneau, Alaska 99801-1182
(907) 465-6600 
1-877-465-6601

Fax (907) 465-3805

SENATOR LYDA GREENM E M O R A N D U M
To: Senator Fred Dyson, ChairSenate Health, Education and Social Services Committee
From: Senator Lyda GrecSponsor, SB 4 1 i 
Date: February 24,2003
Re: Sponsor Substitute for Senate Bill 41
1 have requested a sponsor substitute for Senale Bill 41 to be introduced on the Senate floor Wednesday. February 26, prior to the scheduled 1:30 p.m. hearing in Senate HESS. The changes in the sponsor substitute alter neither the purpose nor the substance of the legislation. Following is an explanation for each of the changes made to the original legislation:Page 1, line 14, following “practice” :Inserted “or research”It was brought to my attention by legislative legal counsel that the new language being added to AS 17.30.''80(a) probably does not allow use of controlled substances for research projects. The definition of “practitioner” for the new criminal statutes in this bill is given as the definition found in AS 11.71.900. That definition contains the phrase “ in the course of professional practice or research in the state."This change brings AS 17.30.080 into harmony with AS 11.71.900.

Page 3, line 18:Deleted "0.04”Inserted “ four”The calculation of "0.04 percent” actually yields a multiplier of .0004 and would result in approximately2 audits per year. My intent has always been to have a statistical sampling of not less than fo u r  percent, which would result in approximately 200 audits per year.This change corrects the multiplier to four percent.



Senator Fred Dyson February 24, 2003 Page Two
Page 3, line 23. following “ law” :Inserted “ in this state”This is a change to the specifications of the contracted audit team requiring that not only is at least one member of the team licensed to practice law in Alaska, but that the person has also actively practiced criminal law in Alaska for at least 5 of the pn ceding 10 years.This change ensures that someone experienced in Alaska criminal law is a member of the audit team.Page 7, line 13:Deleted “47.07.710”Inserted “47.07.720”This change corrects an oversight in the drafting of the bill that omitted the Medicaid misdemeanor from the requirements of the new section AS 47.07.730 “ notice of charges.” It has always been my intent for the Attorney General to notify the Department of Health and Social Services when a Medicaid provider has been charged with any misconduct involving Medicaid services.
1 hank you for agreeing to hear the sponsor substitute in Senate HESS Committee on Wednesday, February 26. Your continued support as a co-sponsor is also greatly appreciated.

Cc: Senator Robin TaylorSenator Ben Stevens Senator Scott Ogan Senator John Cowdery Senator Ralph Seekins Senator Thomas Wagoner
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Testim onyBefore the Finance Com m ittee United States Senate
Im proper PaymentsStatem ent o f M ichael F . M angano A ctin g Inspector G eneralA p ril 25,2001O ffice  o f Inspector G eneral Departm ent o f Health and H um an ServicesGood morning Mr. Chairman. M y name is Michael F. Mangano. I am the Acting Inspector General for the Department o f Health and Human Services (HHS). It is my pleasure to be here today to give you an update on our work with regard to improper payments in Departmental programs.Today, I will provide an overview o f the types of payment errors revealed by our most recent Health Care Financing Administration (H CFA ) audit. Over the past five years, the O ffice o f the Inspector General (OIG) has undertaken audits o f Medicare's fee-for-service claims to estimate the extent o f payments that did not comply with Medicare laws and regulations. These payment errors, comprised o f improper provider billings, make up the largest category of inappropriate payments in the Medicare program. These errors can include simple billing mistakes as well as fraudulent billings. W e continue to believe that most health care providers do their best to provide high quality care and are honest in their dealings with Medicare. At the same time, we must be concerned about all errors, even those which are totally innocent. Our annual measurement o f Medicare payment errors not only allows H C F A  to focus on the areas where increased compliance is needed, but also enables H C F A  to identify approaches to building a better Medicare program.I will also describe instances of specific inappropriate payments made as a result o f the com plex, antiquated, and incompatible technology environment in which Departmental programs operate. These examples include Medicare and Medicaid payments made on behalf o f deceased or incarcerated beneficiaries, as well as Temporary Assistance for Needy Families (TANF) payments made to fugitive felons. Taken together, these problems indicate systemic vulnerabilities which could lead to much more serious losses of funds if  not remedied.M E D I C A R E  P A Y M E N T  E R R O R  R A T EWe recently released our report Improper Fiscal Year 2000 Medicare Fee-for-Service Payments (A-17-00-02000) in which we present the results o f our review o f Fiscal Year (FY) 2000 Medicare fee-for-service claims. Based on our statistical sample, we estimate that improper Medicare benefit payments made during F Y  2000 totaled $11.9 billion, or about 6.8 percent o f the $173.6 billion in processed fee-for-service payments reported by H C F A . It is important to note that this is an error rate estimate and not a fraud estimate. These improper payments could fall on a continuum anywhere from simple inadvertent mistakes to outright fraud and abuse.

1 of s 2/17/2003 2:46 PM
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When the sampled claims were submitted for payment to Medicare contractors, they contained no visible errors. We found that the contractors' claim processing controls were generally adequate for: (1) ensuring beneficiary and provider Medicare eligibility; (2) pricing claims based on information submitted; and (3) ensuring that the services as billed were allowable under Medicare rules and regulations. However, their controls were not effective in detecting the types o f errors we found. Instead, reviews o f patient records by medical professionals detected 92 percent o f the improper payments. Our historical analysis o f payment errors from F Y  1996 through F Y  2000 identified four major payment error categories: medically unnecessary services, unsupported services, coding errors, and noncovered services.M ed ically  unnecessary services, the largest error category this year, amounted to $5.1 billion in improper payments. This category covers situations in which the medical review staff found enough documentation in the medical records to make an informed decision that the medical services or products received were not medically necessary. The following is an example of services that were determined not medically necessary:• A  physician was paid $3,305 for 40 hypnotherapy sessions with an Alzheimer's patient. The medical records stated that the patient was neither attentive nor cooperative during the initial mental status exam. Since the patient could not participate in that exam, the medical reviewer determined that hypnotherapy treatment was not medically necessary, reasonable, or appropriate for a 95 year old Alzheimer's patient.Unsupported services represented the largest error category in three o f the L st 5 years. In F Y  2000, they accounted for an estimated $4.3 billion in improper payments. Such services include those where there is insufficient documentation to determine the patient's overall condition, diagnosis, and extent o f services performed ($2.3 billion) or whe.e there was no documentation to support the services provided ($2 billion). An example of unsupported services follows:• A  hospital was paid $722 tor outpatient radiation therapy services. The medical records contained no documentation to support the provision of these services. After repeated unsuccessful attempts to obtain such documentation, the claim was denied.C o d in g  errors represented $1.7 billion in improper payments (the net of upcoding and downcoding errors). For most of the coding errors found, the medical reviewers determined that the documentation submitted by providers supported a lower reimbursement code. Physician and inpatient Prospective Payment System (PPS) claims accounted for over 90 percent of the coding errors over the 5 years reviewed. An example o f incorrect coding includes:• A  hospital was paid $19,452 for providing a diagnostic related group service to a patient admitted with a chronic inflamation o f the membrane lining the abdominal wall. The principal diagnosis code was shown as another infection. The medical reviewers concluded that the diagnosis code should have been related to an infection due to a dialysis catheter. A s a result, $7,125 was denied.Noncovered services and other errors consistently constituted the smallest error category. Noncovered services are defined as those that Medicare will not reimburse because the services do not meet Medicare reimbursement rules and regulations. Such services include most routine physical examinations; eye and ear examinations to prescribe or to fit glasses or hearing aids; and, most routine foot care.Since we developed the first error rate for F Y  1996, H C F A  has closely monitored Medicare payments and has instituted appropriate corrective actions. The H C F A  has also worked with provider groups to clarify
2 o f S 2/17/2003 2:46 PM
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reimbursement rules and to impress upon healthcare providers the importance o f fully documenting services. Additional initiatives on the part o f the Congress, H C F A , the Department o f Justice, and the O ffice of Inspector General have focused resources on preventing, detecting, and eliminating fraud and abuse. All o f these efforts, we believe, have contributed to reducing the improper payment rate by almost half — from $23 billion, or about 14 percent o f Medicare program expenditures, in F Y  1996 to $11.9 billion, or about 6.8 percent o f the $173.6 billion in Medicare payments, in F Y  2000.The decrease in improper payments has had a positive effect on Medicare's financial situation. From 1991 to 1996, the Congressional Budget O ffice  (CBO) reported that Medicare's rate o f inflation averaged 10.9 percent per year. In F Y  1998, the rate o f  inflation for the Medicare fee-for-service program dropped to the lowest in the program's entire history (since 1965) — 1.5 percent. Overall, C B O  calculated the average Medicare inflation rate for F Y  1997 to F Y  2000 at 3.2 percent. C B O  commented that: "Most o f  the decline can be explained by a strong effort to ensure compliance with payment rules." (The Budget and Econom ic Outlook: Fiscal Years 2002-2011, C B O , January 2001)As o f 1996, the Trustees o f the Medicare Part A  Trust Fund projected that the Trust Fund would be insolvent in 1999. However, over the past 5 years, the Trustees have extended their estimate o f the financial life of the Trust Fund by 30 years, from 1999 until 2029. One o f the primary contributing factors cited by the Trustees has been "the continuing efforts to combat fraud and abuse." (Status o f the Social Security and Medicare Programs, Trustees Annual Report, March 1999). W e believe that these positive economic findings with respect to the financial integrity of the Medicare program, which will positively impact on both taxpayers and beneficiaries, are due in large part to the fact that the vast majority of health care providers are engaged in submitting accurate claims to H C F A  and providing high quality, medically necessary services.IN A P P R O P R IA T E  M E D I C A R E  A N D  M E D I C A I D  P A Y M E N T SNumerous O IG  audits and investigations have revealed instances where antiquated and complex computer systems have resulted in inappropriate payments being made on behalf o f Medicare beneficiaries and Medicaid recipients. Several recent O IG  audits and inspections examined whether the Medicare or Medicaid programs were being billed for services which occurred after the date o f  a beneficiary's death and whether these programs were paying for such services. W e have also recently completed work to identify inappropriate payments made on behalf o f incarcerated Medicare beneficiaries.
Payments Made on B eh a lf o f  Deceased BeneficiariesM edicare Services: In our inspection, Medicare Payments fo r  Sendees After Date o f  Death (OEI-03-99-00200), we found that Medicare paid an estimated $20.6 million in 1997 for services that started after a beneficiary's date o f death. These payments were made because o f several system problems. Approximately $12.6 million was paid because Medicare had not yet received beneficiary date o f death information from the Social Security Administration (SSA) Master Beneficiary Record at the time the claim was processed. For example, for one beneficiary who died in M ay 1997, H C F A  did not receive the date of death information until October 1997. This delay allowed three months o f rental payments for a nebulizer to be paid in June, Ju 'y , and August 1997.The remaining $S million was paid for services where the beneficiary's date o f death was in its system at the time the claim was processed and approved for payment, but H C F A 's Common Working File system, the system used by fiscal intermediaries and carriers to process fee-for-services claims, did not prevent the claims from being paid. Over half o f the $8 million was for durable medical equipment claims. For example, for one beneficiary who died in November 1997, H C F A  received the date of death information in
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that same month. However, in January 1998, H C F A  paid claims on behalf o f that beneficiary for durable medical equipment items with service dates in December of 1997.W e also found some payments for services where H C FA 's Enrollment Database, which contains entitlement data for Medicare beneficiaries, and the Common Working File contained different dates of death. In one example, a beneficiary received four services relating to ambulance transport on M ay 12, 1997. Although data from the Enrollment Database indicated that the beneficiary died on M ay 9, 1997, the Common Working File contained a different date o f death o f M ay 13, 1997. In such examples, we found no indication of which file i Dntained the accurate date o f death and therefore do not know whether or not the claims were paid in error.As a result o f our findings, we recommended that H C F A  require contractors to conduct annual post-payment reviews to identify and recover payments made for services after death; revise their Com m on Working File system edit to ensure that durable medical equipment payments are not made for deceased beneficiaries; and periodically reconcile date o f death information between the Enrollment Database and Common Working Files. In January 2001, H C F A  implemented the system change necessary to revise the Common Working File edits to prevent payment of durable medical equipment services billed after the beneficiary's date o f death. H C F A  has also recently issued instructions to Medicare contractors requiring them to conduct the necessary post-payment review activities to identify payments made on behalf o f deceased beneficiaries. However, H C F A  indicated that there is no way to systematically compare the Enrollment File and Comm on Working File to determine which date o f death ir accurate without a manual review; therefore, they will need to take into account contractor workload while implementing this recommendation.M edicaid Services: In 1994, the O IG  began an initiative to work more closely with State Auditors in reviewing the Medicaid program. Through this initiative, the OIG/State Audit Partnership Plan was developed to expand M edicaid program audits and allow State Auditors to apply methodologies we have successfully used in our Medicare audits. A s an example, the State o f Ohio's O ffice o f the Auditor examined whether M edicaid was paying for services on behalf o f deceased recipients {Payments fo r  
Medicaid Sendees to Deceased Recipients, A-05-00-00045). The audit determined that, during a period o f almost 6 years, the O hio Department of Human Services (ODHS) paid $82 million for services to Medicaid recipients after the recipients' date of death. This amount consisted o f 115,000 payments to over 4,000 different providers for services provided to almost 27,000 apparently deceased recipients. The average time to discover and recover an overpayment was just over five months after the recipient's ('.ate o f death. About 93 percent o f the unrecovered payments were in four categories o f service: skilled nursing facility (75 percent o f the unrecovered payments), intermediate care facility (7 percent), pharmacy (6 percent), and durable medical equipment (5 percent).Subsequent analysis by the Ohio Department o f Human Services confirmed that information in the Medicaid recipient master file is not always accurate. Ohio auditors determined that almost 30 percent o f 34,330 Medicaid recipients who died during 1997, according to the Ohio Department o f Health's Vital Statistics file, did not have a date o f death entered on the recipient master file (meaning that providers could still bill and be reimbursed for Medicaid services). Moreover, 4.6 percent of the 24,463 recipients who had a date o f death on the recipient master file had a death date that differed from the Vital Statistics death date by more than one day.The O ffice o f the Auditor recommended that the Ohio Department o f Human Services recover the outstanding amount when feasible and cost effective, make corrections to prevent additional oveipayments from being made for deceased recipients, and seek legislative authority to develop and apply sanctions against providers who do not timely report a recipient's death or who bill for or retain unearned
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Payments Made on B eh a lf o f  Incarcerated BeneficiariesM edicare Paym ents: W e are currently conducting a series o f audits on Medicare payments provided on behalf o f beneficiaries who were in the custody o f Federal, State, or local law enforcement agencies at the time services were provided. Under current Federal law and regulations, payments for such services are generally unallowable. The State or other government component operating the prison is presumed to be responsible for the medical needs o f its prisoners.The rules for determining whether Medicare will pay are complex and administratively cumbersome. Under sections 1862(a)(2) and (3) o f the Social Security A ct, the Medicare program will not pay for services if  the beneficiary has no legal obligation to pay for the services and if  the services are paid for directly or indirectly by a governmental entity. Regulations at 42 Code o f Federal Regulations (CFR)411.4(b)(1) and (2) state the Medicare program may not pay for services provided to beneficiaries who are in the custody o f penal authorities unless the authorities require that all individuals pay for such services and enforce that requirement by pursuing collection for repayment. The State or other Government component operating the prison is presumed to be responsible for the medical needs of its prisoners. According to H C F A 's procedural manuals for its contractors, this is a rebuttable presumption that may be overcome only at the initiative of the Government entity. The entity must establish that it enforces the requirement to pay by billing and seeking collection from all individuals in custody, whether insured or uninsured, with the same vigor it pursues the collection of other debts. It must pursue collection, including the filing of lawsuits to obtain liens against an individual's assets outside the prison and income from non-prison sources.The Social Security Administration, on the other hand, has a simple rule regarding payments to prisoners.A  person's Social Security benefits are suspended if  he/she is incarcerated for a month or more.In our report Review o f  Medicare Payments fo r  Services Provided to Incarcerated 
Beneficiaries{/K-0A-QQ-Q‘556%), we found that the Medicare program is vulnerable to improper payments for services provided to incarcerated beneficiaries. According to data provided to us by the S S A , there were 38,600 Social Security beneficiaries entitled to Medicare who were incarcerated as o f Ju ly  2000. W e used this data to determine whether Medicare claims have been paid on behalf o f any o f these beneficiaries during Calendar Years 1997 through 1999. To date, we have identified $32 million in Medicare fee-for-service payments on behalf o f 7,438 incarcerated beneficiaries during Calendar Years 1997 through 1999. We also found that some incarcerated beneficiaries were enrolled in Medicare managed care plans during tiieir incarceration.W e are in the process o f determining the amount o f Medicare payments made on behalf o f incarcerated beneficiaries which may be improper. We are concerned, however, because, in general, no Medicare payments should be made for services rendered to prisoners unless certain strict conditions are met by the government component (i.e., Federal, State, or local) which operates the prison. We are now determining if the government components operating prisons meet the strict conditions for Medicare payments to be allowable. The development underway includes researching State laws to determine if  prisoners are required to repay their medical expenses. If such a law exists, the government entity must then prove that it enforces this requirement. Exam ples we are investigating include:• Medicare paid $25,423 for services to an inmate charged with killing his mother.• In another State, Medicare paid a facility $97,283 on behalf o f nine inmates who were incarcerated

reim bursem ents. T he S tate  has now  recovered all o f  the overpaym ents identified  in this audit.
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for various crimes including arson, attempted assault, breaking and entering, and burglary.The H C F A  does not identify Medicare beneficiaries who are in prison, making it virtually impossible for Medicare contractors to prevent improper payments. To minimize this risk, we recommend that H C F A  formalize its efforts to obtain additional data from S S A  in the daily transmission of enrollment data, which identifies incarcerated beneficiaries, and design and implement syslem controls in the Enrollment Database and Common Working File to alert contractors when a Medicare claim is submitted for services for an incarcerated beneficiary. W e recognize that implementing the routine transfer o f necessary information from S S A  and making the necessary system enhancements will take time. In the interim, we recommend that H C F A  periodically obtain a file on incarcerated beneficiaries for post-payment reviews from S S A  similar to the file we obtained during our review.M edicaid Paym ents for Inm ates o f P ublic Institutions: W e are in the process o f reviewing Medicaid payments for services provided to inmates o f public institutions. Our involvement began with information received from the Louisiana O ffice  o f Legislative Auditor. The Auditor was concerned that the Louisiana Department of Health and Hospitals was including the cost o f services provided to inmates in determining its Medicaid net uncompensated care costs for disproportionate share hospital payments made to State operated hospitals. The Louisiana O ffice  o f Legislative Auditor had interpreted that neither disproportionate share hospital payments nor Federal financial participation payments are allowable for services provided to inmates o f public institutions, specifically prisoners in a pena’ ; nstitution.Based on audit work to date, we found that H C F A  has not established a definitive coverage policy that is consistent with the intent o f the governing statute that generally prohibits Federal financial participation payments for inmates o f public institutions. The current M edicaid coverage policy contains a provision allowing for Federal financial participation payments for services provided to inmates o f public institutions when the inmate is an inpatient in a medical institution. W e believe this provision is contrary to the intent of the Medicaid statute. W e believe the intent was to ensure that Medicaid funds arc not used to finance care that has traditionally been the responsibility of the State and local governments. A lso , H C F A  has no specific guidance on the availability o f disproportionate share hospital payments to hospitals for uncompensated care provided to inmates. We expect to complete our review this summer.
Other OIG WorkIn addition to the improper payments described above, we have also done extensive work through audits and inspections to identify duplicate payments made in the Medicare and Medicaid programs. For example, we have examined if  Medicare fee-for-service payments were made on behalf o f beneficiaries enrolled in Medicare managed care plans. This work involves identification o f specific overpayments, as well as identification o f the system vulnerabilities, which have allowed such payments to occur.Additionally, we have work underway to identify whether Medicare payments are being made on behalf o f deported aliens. Preliminary results indicate that such payments are being made.T A N F  B E N E F IC IA R IE S  W H O  A R E  F U G IT IV E  F E L O N SThe problems of ensuring the appropriateness o f payments in a complex program environment are not limited to Medicare and Medicaid. This is illustrated in the following account o f income assistance payments which we discovered were being made to fugitive felons.The U .S . Department o f Health and Human Services. Administration for Children and Fam ilies, O ffice o f Fam ily Assistance, oversees the Temporary Assistance for Needy Families (TANF) program. The Personal Responsibility and W ork Opportunity Reconciliation Act of 1996 increased the flexibility o f the States in
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operating the T A N F  program. The Act allows States to provide assistance so that children may be cared for in their own home; promote job preparation, work and marriage; prevent and reduce the incidence o f out-of-wedlock pregnancies; and encourage the formation and maintenance o f two parent families. Section 408 o f the A ct identifies prohibitions and other requirements for the T A N F  program including a requirement that States not use any part of the grant to provide assistance to any individual who is fleeing to avoid prosecution, custody or confinement after conviction for a felony, as defined under the laws o f the place from which the individual flees.Project Cornhusker is an initiative of our O ffice to reduce fraudulent T A N F  payments in the metropolitan area o f Omaha, Nebraska. This is the first such joint project we have undertaken with local law enforcement to identify individuals with felony fugilive warrants who are recipients o f federal assistance in violation o f the Welfare Reform A ct of 1996. A s part o f this effort, the active felony warrants for Douglas County, including Om aha, were matched with the active T A N F  beneficiary files maintained by the Nebraska Department o f Health and Human Services. This computer match produced 64 wanted individuals.On March 21 and 22, 2001, O IG  agents assisted the Douglas County Sheriffs O ffice  and the Omaha Police Department in the arrest o f 24 individuals wanted for felonies committed in tneir jurisdiction. These arrests were made possible because o f the cooperation o f the Nebraska Department o f Health and Human Services, local police and O IG . Twelve additional arrests were made without O IG  assistance.The majority of the arrested subjects were wanted for non-violent crimes, such as felony theft, bed checks, burglary and crimes against property. Three subjects were arrested on warrants for assault, one with a deadly weapon. Specific information concerning some o f the arrests are identified below:• A  subject was arrested and found *o have three Social Security cards in another individual’s name.He also had a birth certificate in that subject's name with two passport photos o f himself. This information was sent to the Social Security Administration, O ffice o f Inspector General, O ffice of Investigations.• An individual was arrested and found to be in possession of black tar heroin.• Upon request, an individual present during the arrest of a T A N F  recipient produced identification. A  check o f law enforcement records showed that the individual was currently wanted in Louisiana for failure to pay court ordered child support. He was subsequently arrested on that charge.Because of the success of this effort, we arc considering replicating this type o f joint initiative in the future.M O D E R N IZ IN G  D E P A R T M E N T  IN F R A S T R U C T U R EThe Secretary of the Department of Health and Human Services has named reforming the management o f the Department's operations as one o f his top priorities. Specific priorities include improving the management of H C F A  and making appropriate investments in Department management and infrastructure.
Improve the M anagem ent o f  the Health Care Financing Administration:. The demands on H C F A  have grown dramatically in the last, few years. On the one hand, the agency needs adequate resources to successfully administer the Medicare, Medicaid, and State Children's Health Insurance programs; on the other hand, it must be recognized that patients, providers and States have legitimate complaints about the scope and complexity o f the regulations and paperwork that govern these programs. The Department has

7 or s 2/17/2003 2:46 PM



I
inai'{;anospeech hUp://oig.hhs.gov/rcading/teslimony/2001/mm042501.htm

therefore begun a thorough examination o f H C F A ’s missions, its competing demands, and its resources.
Invest in Department M anagem ent and Infrastructure: The Secretary has noted that one of the major challenges in a large, decentralized Department such as H H S is finding ways to bring together diverse activities and to develop coordinated systems for managing its programs.In the area o f financial management, the Secretary has proposed an additional $50 million investment in aunified financial accounting system. The O IG  has found major problems with the Department's currentsystem structure, which involves separate accounting systems operated by multiple agencies. Department j,plans to replace these antiquated systems with one or two unified financial management systems shouldhelp to increase standardization, reduce security risks, and allow H H S to produce timely and reliable jjfinancial information needed for management decision-making, and provide accountability to the externalcustomers.In the information technology arena, the Secretary has proposed $30 million to improve informationtechnology systems through investments in the Information Technology, Security and Innovation Fund. A sseen in my examples today, these systems are highly antiquated, incompatible, and vulnerable toexploitation. The Secretary has proposed that funds would be used to implement an EnterpriseInfrastructure Management approach across the Department that would minimize vulnerabilities whilemaximizing cost savings and the ability to share information. |W e fully support these proposals and continue to promote adequate departmental resources to ensure efficient and effective claims processing, policy development and regulation, and quality assurance. We remain concerned that the currently inadequate internal controls leave the Medicare program vulnerable to potential loss o f funds, misstated financial statements, disclosure of sensitive information, and disruption of critical claim processing. Further, out-of-date and overly complex computer systems are not adequately preventing inappropriate program payments.Over the past 5 years, the Trustees have extended their estimate o f the financial life o f the Trust Fund by J/)30 years, from 1999 until 2029. The expanded solvency projection provides a window o f opportunity to j|develop a departmental technology infrastructure for the 21st century. Over time, such an investment will |lead to further savings — by reducing payment errors o f all types and by making program operations more £efficient. k

This concludes my testimony. I would be happy to answer any questions.
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A L A S K A  M E D I C A I D  F R A U D  C O N T R O L  U N I T
M e s s a g e  H o t l in e  to Report M edicaid Frau d  1-907-269-6279The Alaska Medicaid Fraud Control Unit (M FCU ) has been part o f  the Attorney General's O ffice since January 1992. The unit is located in Anchorage and has statewide jurisdiction. It has the responsibility for investigating and prosecuting Medicaid fraud and the abuse, neglect or financial exploitation o f patients in any facility that accepts Medicaid funds. The Director o f the M F C U  is Assistant Attorney General Donald R . Kitchen, a career criminal prosecutor with more than a quarter centry o f experience in the criminal justice system. There are 47 M F C U 's  across the

Although the vast majority o f health care providers are honest and dedicated to providing the highest quality health care to their patients, M edicaid provider fraud costs American taxpayers hundreds o f millions of dollars annually and threatens the integrity o f the Medicaid program. Nationally, it is estimated that Fraud, Waste and Abuse account for 10 to 20 percent o f the payments made by M edicaid. If the National trends hold true for the State of Alaska, these percentages equate to 30 million to 70 million Medicaid dollars annually, resulting in a substantial reduction in moneys available to provide necessary medical services to needy Alaskans.Fraud is "intentional" deception or misrepresentation which results in an "unearned benefit", usually in the form of an excess payment. W hile health care fraud can take many forms, the most common involves billing for services not performed or billing for more expensive services than those actually provided. Medicaid patients may not suspect fraud, as they arc seldom made aware of the procedures or dollar amounts billed to Medicaid. An unscrupulous provider can generate a fraudulent Medicaid payment simply by filing a false claim with an eligible recipient's identification number and a valid procedure code.
E x a m p l e s  O f  F r a u d  S c h e m e s  I n  H e a l t h  C a r e

•  B IL L IN G  F O R  S E R V IC E S  N O T  R E N D E R E D

•  B IL L IN G  F O R  H IG H E R  L E V E L  O F  S E R V IC E S  T H A N  A C T U A L L Y  

P E R F O R M E D

•  B IL L IN G  F O R  M O R E  S E R V IC E S  T H A N  A C T U A L L Y  P E R F O R M E D

•  C H A R G IN G  H I G H E R  R A T E S  F O R  S E R V IC E S  T O  M E D IC A ID  T H A N  

O T H E R S

•  C O D IN G  B IL L IN G S  T O  G E T  M O R E  R E IM B U R S E M E N T

U .S .
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•  PROVIDING AND BILLING FOR UNNECESSARY SERVICES
•  MISREPRESENTING AN UNALLOWABLE SERVICE IN A MEDICAID 

BILLING
• FALSELY DIAGNOSING SO MEDICAID WILL PAY FOR MORE SERVICES

A L A S K A  D IV IS IO N  O F A L A S K AM E D I C A LA S S IS T A N C E D E P A R T M E N T  O F  L A W
If you suspect Medicaid health care fraud or patient abuse, do your part to protect the integrity o f the Medicaid program and the public resources that fund it! Contact the Medicaid Fraud Control Unit Hotline at l-(907) 269-6279 and ask to speak to an investigator or simply leave a message. Our fax is l-(907) 269-6202. O r call the Crimestoppers Hotline at l-(907) 561-7867. You need not give your name and you may be eligible for a reward.

Alaska Medicaid Fraud Control Unit 
Office o f  Special Prosecutions and Appeals 

310 K  Street, Suite 308 
Anchorage, A K  99501

E -M A IL  at niedfraiid@ law .state.ak.us
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This bill establishes new crimes specifically addressing Medicaid fraud, including misconduct involving the prescription 
and dispensing of controlled substances. The bill further requires a specified percentage of financial/misconduct audits 
be performed by the Departm ent of Health and Social Services each year.
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S B  41: “A n act relating to medical care and crimes relating to medical care, including medical care 
and crimes relating to the medical assistance programNote: throughout this document, the references to “commissioner”  and “ department” mean the commissioner of the Department of Health and Social Services,Section 1.AS 17.30.080(a) is amended to clarify the meaning o f a purpose that is solely medical by defining it as reasonably necessary for the treatment of a person’s illness, injury, or medical condition.A S  17.30.080 (b) is amended to require the attorney general to notify the commissioner of health and social services when a medical assistance provider is charged with misconduct involving a controlled substance.Section 2.A S  17.30.080(c) is added to require the commissioner of health and social services to undertake a complete review o f any outstanding claims o f a medical assistance provider charged by the attorney general with misconduct involving a controlled substance.Section 3.Adds new sections to A S  47.05 regarding medical assistance fraud.A S 47.05.200. Annual audits. Subsection (a) requires the department o f health and social services to contract for annual independent audits of a sample o f all medical assistance providers in order to identify overpayments and criminal statute violations.Audit parameters:• The number of audits contracted annually shall be .75 percent of all enrolled medical assistance providers, but may not be fewer than 75.• The audits must include both on-site and desk audits.• The audits must be o f a variety of provider types.This subsection also gives general direction to the department as to the qualifications of the successful contractor.Subsection (b) requires the department to begin administrative proceedings to recoup identified overpayments within 90 days o f receiving each audit report. It also requires the commissioner to provide copies o f all audit reports to ihe attorney general for purposes o f screening for criminal violations.Subsection (c) indicates legislative intent that the State’s share o f recovered overpayments are accounted for separately under A S  37.05.142 (accounting for program receipts), a portion of which may be appropriated to the department to pay for the annual audits.Subsection (d) allows for audit and inspection o f the records o f a medical assistance provider that are pertinent to providing services to a medical assistance recipient.Subsection (e) provides clarification that the department is not prohibited from performing other audits that are allowed or required under other laws.



A S  47.05.210. Medical assistance fraud. This section establishes new criminal statutes with penalties ranging from a class B felony to a class B misdemeanor. In the interests o f brevity, the crimes are paraphrased below., .  person commits the crime o f medical assistance fraud if  the person:1) knowingly and recklessly submits a claim to a medical assistance agency for which the claimant is not entitled;2) knowingly and recklessly submits a claim to a medical assistance agency for providing services to a person who is not eligible under the medical assistance program;3) requires payment for a referral to another health care provider;4) requires payment for providing health care to a medical assistance recipient in addition to the payment by a medical assistance agency;5) fails to produce medical assistance records to a person authorized to request them;6) knowingly makes false entry in or falsely alters a medical assistance record;7) knowingly damages, conceals, or otherwise impairs a medical assistance record.A S  47.05.220. Notice o f charges. Like its counterparts under sections 1 and 2 of this bill, this section is added to require the attorney general to notify the department when a medi- ’ assistance provider is charged with medical assistance fraud, and to require the commissioner to immediately undertake a complete review o f any outstanding claims o f that provider.A S  47.05.230. Determination of value: aggregation of amounts. This section provides that the value of property shall be determined in accordance with A S  11.46.980, which essentially defines the value o f property as market value at the time o f the crime, or replacement value if  market value cannot be determined. It also allows for aggregation of the amounts in order to determine the degree or classification of a crime under A S  47.05.210.A S  47.05.240. Exclusion from medical assistance programs. This section allows the commissioner o f health and social services to exclude a medical assistance provider from participating in the medical assistance programs under A S  47.07 and A S  47.08 if  that provider was convicted for medical assistance fraud or misconduct involving a controlled substance.
• It includes persons convicted under both Alaska statutes and in a U .S . court or the court of another state for similar crimes.• The period of exclusion may be up to 10 years following unconditional discharge from sentence served, including probation and parole.• After a period o f exclusion, an applicant for enrollment in the medical assistance programs may not participate until they establish to the commissioner o f health and social services that they are qualified to participate.



Section 4.A S  47.07.010. Purpose (of the medical assistance program for needy persons).The purpose is amended to clarify the philosophy that care provided to needy persons at public expense must be appropriate and cost-effective; that providers o f care to such persons must operate with honesty and integrity and be held accountable if they do not; and that the department of health and social services administer this chapter in a manner to promote effective, long-term cost containment while providing medical care to its intended recipients.Section 5.A S  47.07.074 is specific to health facilities. Subsection (a) is amended to clarify that all the records pertinent to providing services to a medical assistance recipient must be available for inspection, not just the financial records. This brings the statute into accord with the like audit provisions under the proposed A S  47.05.200(d).
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A  B I L L  F O R  A N  A C T  E N T IT L E D  " A n  A ct relating to m edical care and crim es relating to m edical care, including m edical 
care and crim es relating to the m edical assistance program ."
B E  IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. A S  17.30.080 is amended to read:Sec. 17.30.080. Unlaw ful adm inistration, prescription, and dispensation of controlled substances, (a) A  controlled substance classified under federal law or in a schedule set out in A S  11.71.140 - 11.71.190 may not be administered, prescribed, dispensed, or distributed other than for a [M E D IC A L ] purpose that is solely m edical. A  person otherwise authorized m av not adm inister, prescribe, dispense, or distribute a controlled substance classified under federal law or in a schedule set out in A S  11.71.140 - 11.71.190 unless the substance is reasonably necessary for treatm ent o f a person's illness, in ju ry , or m edical condition, and the adm inistration, prescription, dispensing, or distribution mav onlv be provided w ithin the usual course o f professional m edical practice or research and in
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accordance with a standard o f m edical care generally recognized and accepted within the m edical profession in the United States.(b) A  person who violates (a) of this section, or who otherwise manufactures, distributes, dispenses, or conducts research with a controlled substance in the stale without fully complying with 21 U .S .C . 811 - 830 (Controlled Substances Act), and regulations adopted under those sections, is guilty o f misconduct involving a controlled substance under A S  11.71.010 - 11.71.070 in the degree appropriate to the circumstances as described in those sections. Upon filing a com plaint, inform ation, presentm ent, or indictm ent charging a m edical assistance provider with m isconduct involving a controlled substance under A S  11.71.140 - 11.71.190. the attorney general shall, in w riting, notify the com m issioner o f health and social services o f the filing.*  Sec. 2. A S  17.30.080 is amended by adding new subsections to read:(c) Upon receiving a notice from the attorney general under (b) of this section, the commissioner of health and social services shall immediately undertake a review of all unpaid claims or requests for reimbursements attributable to services claimed to have been provided by the person charged.(d) In this section, "claims" and "medical assistance provider" have the meanings given in A S  47.05.290.*  Sec. 3. A S  47.05 is amended by adding new sections to read:A rticle  2. M edical C a re  Program s.Sec. 47.05.200. A n n u al audits, (a) The department shall annually contract for independent audits of a statewide sample of all medical assistance providers in order to identify overpayments and violations of criminal statutes. The audits conducted under this section may not be conducted by the department or employees of the department. The number of audits under this section each year, as a total for the medical assistance programs under A S  47.07 and A S  47.08, shall be 0.75 percent of all enrolled providers under the programs, adjusted annually on July 1, as determined by the department, except that the number of audits under this section may not be less than 75. The audits under this section must include both on-site audits and desk audits and must be o f a variety o f provider types. The department may not award a contract
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under this subsection to an organization that does not retain persons with a significant level o f expertise and recent professional practice in the general areas of standard accounting principles and financial auditing and in the specific areas o f medical records review, investigative research, and Alaska health care criminal law. The contractor, in consultation with the commissioner, shall select the providers to be audited and decide the ratio of desk audits and on-site audits to the total number selected.(b) Within 90 days after receiving each audit report from an audit conducted under this section, the department shall begin administrative procedures to recoup overpayments identified in the audits and shall allocate the reasonable and necessary financial and human resources to ensure prompt recovery of overpayments unless the attorney general has advised the commissioner in writing that a criminal investigation of an audited provider has been or is about to be undertaken, in which case, the commissioner shall hold the administrative procedure in abeyance until a final charging decision by the attorney general has been made. The commissioner shall provide copies o f all audit reports to the attorney general so that the reports can be screened for the purpose of bringing criminal charges.(c) Each fiscal year, the state's share o f recovered overpayments obtained because of the required contract audits under thi^ section shall be deposited with the commissioner of revenue under A S  37.10.050 and separately accounted for by the commissioner o f administration under A S  37.05.142. The legislature may appropriate a portion of the estimated balance in the account to the department to pay for the annual audits described in this section.(d) As a condition of obtaining payment under A S  47.07 and A S  47.08 and for purposes of this section, a provider shall allow(1) the department reasonable access to the records of medical assistance recipients and providers; and(2) audit and inspection of the records by state and federal agencies.(e) This section does not preclude the department from performing audits that are allowed or required under other laws.Sec. 47.05.210. M edical assistance fraud, (a) A  person commits the crime
-3-
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o f medical assistance fraud if the person(1) knowingly submits or authorizes the submission of a claim to a medical assistance agency for property, services, or a benefit with reckless disregard that the claimant is not entitled to the property, services, or benefit:(2) knowingly prepares or assists another person to prepare a claim for submission to a medical assistance agency for property, services, or a benefit with reckless disregard that the person being assisted is not entitled to the property, services, or benefit;(3) except as otherwise authorized under the medical assistance program, confers, offers to confer, solicits, agrees to accept, or accepts property, services, or a benefit (A) to refer a medical assistance recipient to a health careprovider; or (B) for providing health care to a medical assistance recipient if the property, services, or benefit is in addition to payment by a medical assistance agency;(4) does not produce medical assistance records to a person authorized to request the records;(5) knowingly makes a false entry in or falsely alters a medical assistance record;(6) knowingly destroys, mutilates, suppresses, conceals, removes, or otherwise impairs the verity, legibility, or availability of a medical assistance record; or (7) violates a provision o f A S  47.07 or A S  47.08 or a regulation adopted under A S  47.07 or A S  47.08.(b) Medical assistance fraud under (a)(1), (2), or (3) of this section is(1) a class B felony if the portion of the claim or claims submitted inviolation o f (a)(1) or (2) of this section, or the value o f the property, services, orbenefit that is in violation of (a)(3) of this section, is $25,000 or more;(2) a class C  felony if  the portion of the claim or claims submitted inviolation of (a)(1) or (2) o f this section, or the value o f the property, services, or
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benefit that is in violation of (a)(3) of this section, is 5500 or more but less than $25,000; (3) a class A  misdemeanor if  the portion of the claim  or claims submitted in violation of (a)(1) or (2) of this section, or the value of the property, services, or benefit that is in violation of (a)(3) of this section, is less than $500.(c) Medical assistance fraud under (a)(4), (5), or (6) o f this section is a class A  misdemeanor.(d) Medical assistance fraud under ta)(7) o f this section is a class B misdemeanor.Sec. 47.05.220. Notice o f charges. Upon the filing o f a complaint, information, presentment, or indictment charging a medical assistance provider with a crime under A S  47.05.210, the attorney general shall, in writing, notify the commissioner of the filing. Upon receiving notice from the attorney general under this section, the commissioner shall immediately undertake a review o f all unpaid claims or requests for reimbursements attributable to services claimed to have been provided by the person charged.Sec. 47.05.230. Determ ination o f  value; aggregation o f am ounts. In A S 47.05.210, whenever it is necessary to determine the value o f property, that value shall be determined in accordance with A S  11.46.980. In determining the degree or classification of a crime described under A S  47.05.210, amounts involved in criminal acts committed under one course of conduct, whether from the same person or several persons, shall be aggregated.Sec. 47.05.240. Exclusion from  m edical assistance program s, (a) The commissioner may exclude an applicant to or disenroll a medical assistance provider in the medical assistance program in A S  47.07 or A S  47.08, or both, for a period of up to 10 years following unconditional discharge on a conviction(1) for medical assistance fraud under A S  47.05.210 or misconduct involving a controlled substance under A S  11.71; or(2) in a court of the United States or a court of another state or territory, for a crime with elements substantially similar to the crimes included under(1) o f this subsection.
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(b) After a period o f exclusion under (a) of this section, an applicant may not participate in a medical assistance program under A S  47.07 or A S  47.08 until the applicant establishes to the commissioner by clear and convincing evidence that the applicant possesses all required licenses and certificates and is qualified to participate, Sec. 47.05.290. Definitions. In A S 47.05.200 - 47.05.290,(1) "benefit" has the meaning given in A S  11.81.900;(2) "claim ," in addition to its usual meaning, also means a request forpayment for medical assistance services attempted to be provided, provided, orclaimed to have been provided to another, whether the request is in an electronicformat or paper format or both, made or submitted by a person or an organization that is or claims to be a medical assistance provider;(3) "commissioner" means the commissioner of health and socialservices; (4) "department" means the Department o f Health and Social Services;(5) "falsely alters" has the meaning given in A S  11.46.580;(6) "knowingly" has the meaning given in A S  11.81.900;(7) "makes a false entry" has the meaning given in A S  11.56.820;(8) "medical assistance agency" means the department, an agency of the department, and an agent, contractor, or designee o f the department or of one o f its agencies that performs one or more of the activities of the department or an agency of the department;(9) "medical assistance program" means a program under A S  47.07 orA S  47.08; (10) "medical assistance provider" or "provider" means a person or organization that provides, attempts to provide, or claims to have provided services or products to a medical assistance recipient that may qualify for reimbursement under A S  47.07 or A S  47.08 or a person or organization that participates in or has applied to participate in a medical assistance program as a supplier of a service or product;(11) "medical assistance recipient" means a person on whose behalf another claims or receives a payment from a medical assistance agency, without regard to whether the individual was eligible for benefits under a medical assistance
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1 program;2 (12) "medical assistance record" means records required to be kept by3 state or federal law or regulation regarding claims to a medical assistance agency;4 (13) "organization" has the meaning given in A S  11.S I .900;5 (14) "person" has the meaning given in A S  11.81.900;6 (15) "property" has the meaning given in A S  11.S1.900;7 (16) "reckless disregard" means acting recklessly, as that term is8 defined in A S  11.81.900;9 (17) "services" means a health care benefit available to a medical10 assistance recipient, including health care benefits provided, attempted to be provided,11 or claimed to have been provided to another, by a medical assistance provider, or12 "services" as defined in A S 11.81.900;13 (18) "unconditional discharge" has the meaning given in14 A S  12.55.185.15 * Sec. 4. A S  47.07.010 is amended to read:16 Sec. 47.07.010. Purpose. It is declared hv the legislature as a matter of17 public concern that the needy persons o f this state who are eligible for m edical careIS  at public expense under this chapter should seek only [R E C E IV E ] uniform and19 high quality medical care that is appropriate to their condition and cost-effective to20 the state and receive that care, regardless of race, age, national origin, or economic21 standing. It is equally a m atter o f public concern that providers o f services under22 this chapter should operate honestly, responsibly, and in accordance with23 applicable laws and regulations in order to m aintain the integrity and fiscal24 viability o f the state's m edical assistance program , and that those who do not25 operate in this m anner should be held accountable for their conduct. It is vital26 that the departm ent adm inister this chapter in a m anner that promotes effective,27 long-term  cost containm ent o f the state's m edical assistance expenditures while2S providing medical care to recipients. Accordingly, this chapter authorizes the29 departm ent [D E P A R T M E N T  O F  H E A L T H  A N D  S O C IA L  S E R V IC E S ]  to apply for30 participation in the national medical assistance program as provided for under 4231 U .S .C . 1396 - 1396p (Title X L X , Social Security Act).
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* Sec. 5. A S  47.07.074(a) is amended to read:(a) A s a condition of obtaining payment under A S  47.07.070, a health facility shall allow (1) the department and the commission reasonable access to the [F IN A N C IA L ] records of medical assistance recipients and providers [B E N E F IC IA R IE S ]; and(2) audit and inspection of the [F IN A N C IA L ] records by state and federal agencies.
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IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K AT W E N T Y -T H IR D  L E G IS L A T U R E  - F IR S T  S E S S IO NBY THE SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEEOffered:Referred:Sponsor(s): SENATORS GREEN, Taylor, Dyson, Ben Stevens, Ogan, Cowdery, Seekins, Wagoner, Wilken

A  B I L L  F O R  A N  A C T  E N T IT L E D  " A n  A ct relating to m edical care and crim es relating to m edical care, including medical care and crim es relating to the m edical assistance p rogram ."
B E  IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. A S  17.30.080 is amended to read:Sec. 17.30.080. U nlaw ful adm inistration, prescription, and dispensation of controlled substances, (a) A  controlled substance classified under federal law or in a schedule set out in A S  11.71.140 - 11.71.190 may not be administered, prescribed, dispensed, or distributed other than for a [M E D IC A L ] puipose that is solely m edical. A person otherwise authorized mav not adm inister, prescribe, dispense, or distribute a controlled substance classified under federal law or in a schedule set out in A S  11.71.140 - 11.71.190 unless the substance is reasonably necessary for treatm ent o f  a person's illness, in jury , or m edical condition, and the adm inistration, prescription, dispensing, or distribution mav only be provided within the usual course o f professional health care practice or research and in
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accordance with a standard o f health care generally recognized and accepted within the health care profession in the United States.(b) A  person who violates (a) of this section, or who otherwise manufactures, distributes, dispenses, or conducts research with a controlled substance in the state without fully complying with 21 U .S .C . 811 - 830 (Controlled Substances Act), and regulations adopted under those sections, is guilty o f misconduct involving a controlled substance under A S  11.71.010 - 11.71.070 in the degree appropriate to the circumstances as described in those sections, Upon filing a com plaint, inform ation, presentment, or indictm ent charging a m edical assistance provider with m isconduct involving a controlled substance under A S  11.71.140 - 11.71.190. the attorney general shall, in w riting, notify the com m issioner o f health and social services of the filing.* Sec. 2. A S  17.30.080 is amended by adding new subsections to read:(c) Upon receiving a notice from the attorney general under (b) o f this section, the commissioner of health and social services shall immediately undertake a review of all unpaid claims or requests for reimbursements attributable to services claimed to have been provided by the person charged.(d) In this section, "claims" and "medical assistance provider" have the meanings given in A S  47.05.290.* Sec. 3. A S  47.05 is amended by adding new sections to read:A rticle  2. M edical C are Program s.Sec. 47.05.200. A n n u al audits, (a) The department shall annually contract for independent audits of a statewide sample o f all medical assistance providers in order to identify overpayments and violations o f criminal statutes. The audits conducted under this section may not be conducted by the department or employees of the department. The number o f audits under this section each year, as a total for the medical assistance programs under A S  47.07 and A S  47.08, shall be 0.75 percent of all enrolled providers under the programs, adjusted annually on Ju ly  1, as determined by the department, except that the number o f audits under this section may not be less than 75. The audits under this section must include both on-site audits and desk audits and must be of a variety of provider types. The department may not award a contract
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under this subsection to an organization that does not retain persons with a significant level of expertise and recent professional practice in the general areas of standard accounting principles and financial auditing and in the specific areas o f medical records review, investigative research, and Alaska health care criminal law. The contractor, in consultation with the commissioner, shall select the providers to be audited and decide the ratio of desk audits and on-site audits to the total number selected.(b) Within 90 days after receiving each audit report from an audit conducted under this section, the department shall begin administrative procedures to recoup overpayments identified in the audits and shall allocate the reasonable and necessary financial and human resources to ensure prompt recovery o f overpayments unless the attorney general has advised the commissioner in writing that a criminal investigation of an audited provider has been or is about to be undertaken, in which case, the commissioner shall hold the administrative procedure in abeyance until a final charging decision by the attorney general has been made. The commissioner shall provide copies of all audit reports to the attorney general so that the reports can be screened for the purpose of bringing criminal charges.(c) Each fiscal year, the state’s share of recovered overpayments obtained because o f the required contract audits under this section shall be deposited with the commissioner of revenue under A S  37.10.050 and separately accounted for by the commissioner of administration under A S  37.05.142. The legislature may appropriate a portion of the estimated balance in the account to the department to pay for the annual audits described in this section.(d) A s a condition of obtaining payment under A S  47.07 and A S  47.OS and for purposes of this section, a provider shall allow(1) the department reasonable access to the records of medical assistance recipients and providers; and(2) audit and inspection of the records by state and federal agencies.(e) This section does not preclude the department from performing audits that are allowed or required under other laws.Sec. 47.05.210. M edical assistance fraud, (a) A  person commits the crime
-3-
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of medical assistance fraud if  the person(1) knowingly submits or authorizes the submission o f a claim to a medical assistance agency for property, services, or a benefit with reckless disregard that the claimant is not entitled to the property, services, or benefit;(2) knowingly prepares or assists another person to prepare a claim for submission to a medical assistance agency for property, services, or a benefit with reckless disregard that the person being assisted is not entitled to the property, services, or benefit;(3) except as otherwise authorized under the medical assistance program, confers, offers to confer, solicits, agrees to accept, or accepts property, services, or a benefit (A) to refer a medical assistance recipient to a health careprovider; or (B) for providing health care to a medical assistance recipient if the property, services, or benefit is in addition to payment by a medical assistance agency;(4) does not produce medical assistance records to a person authorized to request the records;(5) knowingly makes a false entry in or falsely alters a medical assistance record;(6) knowingly destroys, mutilates, suppresses, conceals, removes, or otherwise impairs the verity, legibility, or availability o f a medical assistance record; or (7) violates a provision of A S  47.07 or A S  47.08 or a regulation adopted under A S  47.07 or A S  47.08.(b) Medical assistance fraud under (a)(1), (2), or (3) o f this section is(1) a class B felony if  the portion of the claim or claims submitted inviolation o f (a)(1) or (2) of this section, or the value of the property, services, orbenefit thnt is jn violation of (a)(3) of this section, is $25,000 or more;(2) a class C  felony if  the portion o f the claim or claims submitted inviolation o f (a)(1) or (2) of this section, or the value of the property, services, or
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benefit that is in violation of (a)(3) o f this section, is $500 or more but less than $25,000; (3) a class A  misdemeanor if the portion of the claim or claims submitted in violation of (a)(1) or (2) of this section, or the value of the property, services, or benefit that is in violation of (a)(3) of this section, is less than $500.(c) Medical assistance fraud under (a)(4), (5), or (6) o f this section is a class A  misdemeanor.(d) Medical assistance fraud under (a)(7) o f this section is a class B misdemeanor.Sec. 47.05.220. Notice o f charges. Upon the filing of a complaint, information, presentment, or indictment charging a medical assistance provider with a crime under A S  47.05.210, the attorney general shall, in writing, notify the commissioner of the filing. Upon receiving notice from the attorney general under this section, the commissioner shall immediately undertake a review of all unpaid claims or requests for reimbursements attributable to services claimed to have been provided by the person charged.Sec. 47.05.230. Determ ination o f value; aggregation o f am ounts. In A S  47.05.210, whenever it is necessary to determine the value o f properly, that value shall be determined in accordance with A S  11.46.980. In determining the degree or classification of a crime described under A S  47.05.210, amounts involved in criminal acts committed under one course o f conduct, whether from the same person or several persons, shall be aggregated.Sec. 47.05.240. Exclusion from  m edical assistance program s, (a) The commissioner may exclude an applicant to or disenroll a medical assistance provider in the medical assistance program in A S  47.07 or A S  47.08, or both, for a period of up to 10 years following unconditional discharge on a conviction(1) for medical assistance fraud under A S  47.05.210 or misconduct involving a controlled substance under A S  11.71; or(2) in a court of the United States or a court o f another state or territory, for a crime with elements substantially similar to the crimes included under(1) of this subsection.
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(b) After a period of exclusion under (a) of this section, an applicant may not participate in a medical assistance program under A S  47.07 or A S  47.08 until the applicant establishes to the commissioner by clear and convincing evidence that the applicant possesses all required licenses and certificates and is qualified to participate.Sec. 47.05.290. D efinitions. In A S  47.05.200 - 47.05.290,(1) "benefit" has the meaning given in A S  11.81.900;(2) "claim," in addition to its usual meaning, also means a request forpayment for medical assistance services attempted to be provided, provided, orclaimed to have been provided to another, whether the request is in an electronicformat or paper format or both, made or submitted by a person or an organization that is or claims to be a medical assistance provider;(3) "commissioner" means the commissioner of health and socialservices; (4) "department" means the Department o f Health and Social Services;(5) "falsely alters" has the meaning given in A S  11.46.580;(6) "knowingly" has the meaning given in A S 11.81.900;(7) "makes a false entry" has the meaning given in A S  11.56.820;(8) "medical assistance agency" means the department, an agency of the department, and an agent, contractor, or designee o f the department or of one of its agencies that performs one or more o f the activities of the department or an agency o f the department;(9) "medical assistance program" means a program under A S  47.07 orA S  47.08; (10) "medical assistance provider" or "provider" means a person or organization that provides, attempts to provide, or claims to have provided services or products to a medical assistance recipient that may qualify for reimbursement under A S  47.07 or A S  47.0S or a person or organization that participates in or has applied to participate in a medical assistance program as a supplier of a service or product;(11) "medical assistance recipient" means a person on whose behalf another claims or receives a payment from a medical assistance agency, without regard to whether the individual was eligible for benefits under a medical assistance
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program; (12) "medical assistance record" means records required to be kept by state or federal law or regulation regarding claims to a medical assistance agency;(13) "organization" has the meaning given in A S  11.81.900;(14) "person" has the meaning given in A S  11.81.900;(15) "property" has the meaning given in A S  11.81.900;(16) "reckless disregard" means acting recklessly, as that term is defined in A S  11.81.900;(17) "services" means a health caie benefit available to a medical assistance recipient, including health care benefits provided, attempted to be provided, or claimed to have been provided to another, by a medical assistance provider, or "services" as defined in A S  11.81.900;(18) "unconditional discharge" has the meaning given inA S  12.55.185.*  Sec. 4. A S  47.07.010 is amended to read:Sec. 47.07.010. Purpose. It is declared bv the legislature as a matter of public concern that the needy persons o f this state who are eligible for health care at public expense under this chanter should seek only [R E C E IV E ] uniform and high quality medical care that is appropriate to their condition and cost-effective to the state and receive that care, regardless o f race, age, national origin, or economic standing. It is equally a m atter o f public concern that providers o f services under this chapter should operate honestly, responsibly, and in accordance with applicable laws and regulations in order to m aintain the integrity and fiscal viability o f the state's medical assistance program , and that those who do not operate in this m anner should be held accountable for their conduct. It is vital that the departm ent adm inister this chapter in a m anner that promotes effective, long-term  cost containm ent o f the state's m edical assistance expenditures while providing m edical care to recipients. Accordingly, this chapter authorizes the departm ent [D E P A R T M E N T  O F  H E A L T H  A N D  S O C IA L  S E R V IC E S ] to apply for participation in the national medical assistance program as provided for under 42 U .S .C . 1396 - 1396p (Title X I X , Social Security Act).
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* Sec. 5. A S 47.07.074(a) is amended to read:(a) As a condition of obtaining payment under A S  47.07.070, a health facility shall allow (1) the department and the commission reasonable access to the [F IN A N C IA L ] records o f medical assistance recipients and providers [B E N E F IC IA R IE S ]; and(2) audit and inspection of the [F IN A N C IA L ] records by state and federal agencies.
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SENATE COMMITTEE REPOR 
First Committee of Referral

DATE: 2/26/03 FURTHER: Judiciary
Finance

DATE TURNED 
IN TO OFFICE: s . 13

Date of 5-Day Notice:_________________
(in accordance with Uniform Rule 23)

Health, Education and Social Services Committee considered

SPONSOR SUBSTITUTE FOR SENATE BILL NO. 41

SB 41 MEDICAID COSTS AND CRIMES

"An Act relating to medical care and crimes relating to medical care, including medical care and crimes 
relating to the medical assistance program."

and recommends:

^  be replaced with 

] adopt previous _

CS -k-r 5 5 5C> H \ ( HtrS

CS _______________________  (_____

] attached amendment(s)

] adopt Letter of Intent by 

] further referral to _____

Senate Bill:
[x ] same title 

_) [ ] new title 
House Bill:

.) [ ] same title 
[ ] technical title 
[ ] new: SCR #_

Committee

NEW FISCAL NOTE(S):

Committee 

PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#

[ ] APPROPRIATION - no fiscal note



FY 2006O P E R A T IN G  E X P E N D ITU R E S

Personal Services 

Travel 
Contractual 

Supplies 

Equipment 
Land & Structures 

Grants & Claims  

Miscellaneous
T O T A L  O P E R A TIN G

FU N D  S O U R C E___________________________________________________ (Thousands of Dollars)

1002 Federal Receipts
1003 G F  Match

1004 G F
1005 G F/Program  Receipts  

1037 G F/M ental Health 
Other(Specify Type-do not abbreviate)

49.9 818.0 834.2 850.8 867.8 885.0

16.6 272.6 278.1 283.6 289.2 295.0

T O T A L 66.5 1,090.6 1,112.3 1,134.4 1,157.0 1,180.0

C A P IT A L  E X P E N D ITU R E S

C H A N G E  IN R E V E N U E S  (0)

F I S C A L  N O T E
STATE OF ALASKA Fiscal Note Number: _________________
2003 LEGISLATIVE SESSION Bill Version: CS SS SB 41 (HES)

( ) Publish Date: _________________
Rev is ion  Dato/Time (Note if correction): Dept. Affected: Health & Social bervices
Title M EDICAL C A R E  A N D  M E D IC A ID  FR A U D  BRU Medical Assistance Admin____________

Component Health Purchasing Group_____________

Sponsor G R E E N

R equester _____________________________________  Component No. 243

E x p e n d itu r e s /R e v e n u e s  (Thousands of Dollars)_______
Note: Amounts do not include inflation unless otherwise noted below._______

1,109.3

E stim ate  o f any cu rren t y e a r (FY 2003) cost: _____________  _____________
M ark  th is  b ox  (X) i f  fu n d in g  fo r  th is  bill Is  in c lu d ed  in the G o v e rn o r’s FY  2 004  b u d g e t p ro po sa l: I I

P O S IT IO N S

Full-time 1 1 1 1 1 1
Part-time
Tem porary

A N A L Y S IS : (Attach a separate page if necessary)

This bill creates more accountability from providers, recipients, and the Departm ent o f Health and Social Services 
(D H S S ) in the administration of the Medicaid and C A M A  programs, primarily through provider audits. The  
departm ent is ordered to contract for independent financial audits in order to identify overpayments and criminal 
violations. This bill establishes nam ed criminal acts for medical assistance fraud and corresponding degrees of 
felony or m isdem eanor crimes. This bill provides for disenrollment of a health care provider for fraud or misconduct 
involving a controlled substance.

Prepared by: 
Division

Approved by: 
Agency

Kevin Henderson Phone 465-5821
Medical Assistance Date/Time 03/17/2003
Joel S. Gilbertson, Commissioner Date 03/17/2003
Department of Health and Social Services
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FISCAL NOTE
F N #

ST A T E  O F  A LA SK A
2003 L E G IS L A T IV E  SESSIO N

BILL NO. CS SS SB 41 (HES)

ANALYSIS CONTINUATION.E ST IM A T E D  EXPE N D ITU R E SThe department has limited experience with contracting for provider audits. Audits for which D H SS has contracted in the past did not include the search for illegal activity required by this bill. Factoring in our limited experience, we make the following assumptions:The .75% sample o f all enrolled providers required by this bill means at least 75 providers would have to be audited each year. We estimate that two o f the provider audits would be medical facilities, which require a more complex audit. The remaining 73 providers chosen by the contractor would be a cross section o f provider types who exhibited characteristics that indicate recovery was likely.To estimate the cost o f an audit, we started with the historical cost o f both facility and non-facility audits and increased that amount by 50%. This increase is to compensate for the added requirements o f this bill, including the search for illegal activity, using a contractor with attorney staff, and the higher cost o f short term contracting with a firm large enough to complete the complexity and number o f audits required. The FY04 base cost o f  a facility audit is $26,100 per audit and there would be at least 2 of these completed per year. The base cost o f a non-facility audit is $13,050 and there would be at least 73 o f  these per year.D M A  would require one full-time auditor (Range 16) to coordinate the non-facility audits, assist in management o f the contract, and coordinate fair hearings as a result o f D M A  recovery enforcement. Additional administrative costs o f equipment, supplies, office space, travel, etc are factored in.Expenditures are anticipated to grow at an annual rate of 2%. Federal Medicaid match is calculated at 75%.
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FISCAL NOTE
F N #

ST A T E  O F  A LA SK A
2003 L E G IS L A T IV E  SE SSIO N

B ILL NO. CS SS SB 41 (HES)

ANALYSIS CONTINUATION.E ST IM A T E OF R E C O V E R IE SO f  the 75 providers audited each year, we estimate that 75% o f them will result in a claim for recovery. We estimate a 1 to 2 ratio o f  audit costs to recoveries. Historically, for every 1$ o f the cost o f an audit we recovered $2.Annual growth in recovery o f Medicaid and C A M A  is estimated at 4%, which is a balance between inflationary growth in medical costs and a reduction in the frequency o f provider violations and related recoveries as the program matures. We anticipate no recovery in FY04, because that year will be needed to develop, advertise, and award a contract for audit and recovery functions. In addition, some regulations changes will be needed in order to make a clear distinction between rate-setting audits and financial/misconduct audits.Estimated recovery is shown below:
FY04 FY05 FY06 FY07 FY08 FY09

SO SI,567.5 51,630.2 51,695.4 SI,763.2 SI,833.8Section 3: A S  47.05.200(c) requires recovered overpayments obtained because o f  an audit to be deposited with the Department o f  Revenue.
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