


ALASKA STATE HOUSE OF REPRESENTATIVES

Session
Contact:
Interim Addrws: (907)-465-3719
3340 Badger Road FAX# (907M65-3258
North Pole, AK 99705 State Capitol
(907)-488-5725 Room 204

Faxtt (007)-488-4271
REPRESENTATIVE JOHN COGHILL

MEMORANDUM

Date:  April 25,2006

To: Senator Fred Dyson, Chairman
Senate Health & Social Services Committee

From:  Representative John CoghiH-

Re: HB 426 Medicaid Coverage

1am requesting a hearing on CSHB 426(FIN)(titlc am), "An Act relating to cooperation
of insurers with the Department of Health and Social Services; relating to subrogation,
assignment, and lien rights and notices for medical assistance claims; relating to
recovery of medical assistance overpayments; relating to asset transfers and income
diversion by medical assistance applicants; relating to assets and Medicare enroliment
as they affect medical assistance coverage; relating to home and community-based
services; relating to medical assistance applications for persons under 21 years of age;
requiring a report by the Dept, of Health and Social Services; and providing for an
effective date", at your earliest convenience. 1have attached the necessary hackup for

the committee members.

Thank you for your consideration.

Ri{)n Niitl)iliu* John Coghilla I I (IS.vUiUmiK.iis
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P6.130- i not police filling out application. Shoulckt metter who fils out fom if they
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Representative Jobn Coghill

State Capitol, Room 204
Juneau, AK 99801-1182

HB 426 Medical Assistance Eligibility
Sponsor Statement

In times when federal dollars are diminishing, the legislature will have to review policies for
providing for the public health. To better provide medical assistance to the truly needy, some

eligibility requirements need to be changed.

As the department has put it, we are trying to address the “low hanging apples” that drain
millions ofdollars a year from a program that is growing in astounding increments.

HB 426 puts best practices to use by increasing third-party reimbursement, reducing Medicaid
abuse and fraud, setting home equity limits, and implementing new federal requirements on the

State for asset transfers and treating annuities like a Miller’s Trust,

This bill also requires a person applying for medical assistance for a minor to he that person’s
parent or legal guardian unless the parent or legal guardian is a minor. If a child is in state
custody, an employee of the department can apply for coverage The HSS committee substitute
provides a waiver for unemancipated children who express fear of a parent or guardian, or whose
parent or legal guardian cannot be located after a reasonable effort to do so by the department.

Currently, the unmarried father's income and resources are not considered in determining the
eligibility of a pregnant woman for Medicaid. While the new CS eliminates income guidelines
for unmarried fathers, we are exploring other ways to make the unmarried father financially
responsible for the medical costs of a child.

HB 426 legislation repeals a statute that allowed the department to waive subrogation rights to
third party reimbursements in cases of undue hardship. The department will now be required to

pursue all third party reimbursements.

Section 8of the bill addresses a lawsuit filed against the sPte, which would require the State to
determine the medical condition of a client on a Medicaid Waiver had “materially improved”
before removing the client from the waiver. HB 426 adds that requirement to Alaska Statute.

Lastly, this bill directs the department to report back to the legislature no later than the first day
of the Twenty-Fifth Legislature on ways to reduce medical assistance expenditures for services
received in residential psychiatric ~treatment centers by enhancing parental financial
responsibilities and maximizing third-party resources available. Under current law a child could
be placed in residential treatment and qualify for medical assistance after being out of the family
home for thirty days, even though one or both parents have medical insurance.
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HB 426 Medical Assistance Eligibility

Sectional for Version X.A

Section 1. This section requires insurers to coordinate benefits, provide
information on their covered population, and provide for a three-year timely filing
limit for the Medicaid program.

~Medicaid often bills other insurance for claims paid by the program when
other insurance is found to exist for the recipient. A common problem has been
short timely filing requirements by other insurance, which has resulted in a failure

to recover the claim.

Section 2: This section clarifies that if the department has paid medical claims
on behalf of the recipient and the recipient may be in position to recover funds
which are partially attributable to the injury and medical care received, the
Department can act on behalf of the recipient to recover funds even when the
recipients docs not pursue a liable third-party.

Section 3: A common problem has been that settlements will occur without
the department’s knowledge and recovery against recipients or their attorney after
the fact is near impossible. This section requires not only the recipient, but also
the recipient’s attorney, to notify the department of any case or action, which may
involve the recovery of payments made, by the department on behalf of the

recipient.

It also provides for remedies when the law is not followed. A lawyer will
be held civilly liable for not notifying the department of recovery actions.

Another provision of this section requires the Attorney General to sign off
on any settlement that involves a recipient of medical assistance requiring past
medical expenses paid by the department in a case that results in a settlement to

be reimbursed.



Finally, AS 47.05.07 is a provision, which disqualifies any new provision
of the law related to subrogation, assignment, or lien conflicts, that is contrary to

federal law.

Section 4. This section creates a priority for liens that places the State’s claims
from Medicaid reimbursements over all other liens except tax liens and attorneys
fees and costs. This gives a preference to the Medicaid claims over health care
providers who would otherwise collect from Medicaid and leave it to the State to

get reimbursement,

Section 5. Benefit overpayments occur under several circumstances. One
situation would be someone is found guilty of program abuse or fraud. The
department would seek repayment. Another would be a person’s coverage is
discontinued and that person requests a fair hearing. Benefits continue until the
fair hearing occurs. If the fair hearing finds in favor of the State, the department
can seek repayment of those benefits provided during the period of time between
notice of discontinuance and the fair hearing.

This section adds medical assistance to the list of programs for which the
department may garnish a recipient's PFD in order to secure reimbursement for an
overpayment. The state paid portion of the overpayment goes to the Dept, of
Revenue, the federal portion to the federal government,

Section 6. The section brings Alaska Statute in line with the Deficit
Reduction Act of 2005 in regards to transfer of assets and annuities. It allows
person to transfer assets into a Miller Trust and treats annuities like a Miller Trust.
This allows them to qualify for medical assistance without having to sell
resources or gives them the option of selling large resources and invest the
proceeds in an annuity. The income from the annuity is counted as income in
determining eligibility, but the annuity is not counted as a resource. When assets
are transferred or an annuity is established, the applicant agrees to grant the State
aclaim to the assets remaining at the death of the individual to reimburse the total
medical assistance paid on behalfof the individual.

Section 7. Subsection (j) limits who may apply for Medicaid coverage for a
person under 18years ofage. Only a parent or legal guardian, an adult caretaker
relative who lives with the child, or an employee of the department who is
applying for a child in state custody can apply for Medicaid coverage for the

child.

(k) Provides that an uncmancipated child may apply for Medicaid on the
child’s own behalf if the parent or legal guardian consents. The department may
waive consent if the child expresses reasonable fear of the parent or guardian or if
reasonable effort has been made to locate a parent or legal guardian but is
unsuccessful in locating the parent or legal guardian.



(1) Requires Medicare enroliment for senior citizens and certain individuals with
disahilities before they can qualify for benefits and services under the Medicaid
program. The department believes this change will maximize the 100% federal

dollars available from Medicare.

(m)When a person transfers an asset for less than fair market value, the State can
impose a penalty period beginning only with the date of the less than fair market
value transfer. This provision will allow the penalty period to start with the date

of application for Medicaid.

(n) This covers another provision of the Deficit Reduction Act of 2005,
Generally, a home is an exempt resource. The provision puts a limit on the value
ofa home that would still qualify for this exemption of $500,000.

Section 8 This addresses a lawsuit filed against the state, which would require
the State to determine the medical condition of a client on a Medicaid Waiver had
“materially improved” before removing the client from the waiver. This section
inserts the “materially improved” language into Alaska Statute.

Section 9. Repeals a subsection of AS 47.05070 that allows the department
to waive subrogation rights to all or part of the amount of medical assistance paid
on behalf of a recipient of medical assistance in cases of undue hardship. The
State would be mandated to pursue third party reimbursement.

Section 10.  Sections 2- 4 of HB 426 would apply to a cause ofaction related
to subrogation, assignment, or lien by D11SS on or after the effective date.

Section 11 This section addresses concerns Representative Coghill has about
th'* State paying for residential psychiatric treatment and substance abuse
ueatment for minors whose parents have medical insurance coverage. In
discussing the issue with the department it became apparent the problem is not

easily solved.

This section directs the department to review the authorization process with
private insurance carriers and how they differ from the assessment process of the
department. They are instructed to report back to the legislature no later than the
first day of the next regular legislative session on how to maximize thi j-party
coverage, enhance and clarify parental financial responsibility, and reduce
medical assistance expenditures for residential psychiatric treatment and
substance abuse treatment.

Section 12 Directs the department to, on enactment of HB 426, to apply for
federal approval ofarevised state plan reflecting the changes made in the oill.

Section 13 The hill would have the effective date of July I, 2006 or the date of
federal approval ofrevised plan, which is later.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number
2006 LEGISLATIVE SESSION Bill Version: CSHB 426(HES)
(H )Publish Date: 4/12/06
Revision Date/Time (Note if correction): Dept. Affected: Health & Social Services
RELATING TO MEDICAL ASSISTANCE
ELIGIBILITY AND COVERAGE FOR PERSONS RDU Behavioral Health
UNDER 21
Component Behavioral Health Administration
Sponsor COGHILL
Requester HOUSE (FIN) Component No
Expenditures/Revenues (Thousands of Dollars)

Note. Amounts do notinclude inflation unless otherwise noted helow
OPERATING EXPENDITURES FX162L rFv2008  fyms  R201Q men
Pe.sonal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1037 GF/Mental Health

Other(Specify Type-do not abbreviate)

Other(Specify Type-do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of anv current vear (FY2006) cost:
Mark this box (X) If funding for this bill is included in the Governor's FY 2007 budqet proposal: |

PQSIILQME
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page itnecessary)

Section 11 ofthis bill requires the Department to prepare areportofrecommendations for changes for residential
psychiatric and substance abuse treatment programs that address reduction o f medical assisistance expenditures,
enhancment ofparental responsibility, and maximization ofthird -party resources.

This provision will have a zero fiscal cost under the assumption that the new Bring the Kids Home Project
Manager position in the FY07 proposed budget is funded. The report would be written by the new position.

This is the only section ofthe bill that affects the Division of Behavioral Health. The eligibility groups affected
(recipients of long-term carc services and minors applying for themselves) by this bill generally do not use mental
health services.

Prepared by: Christy Wilier, Director Phone 269-3410
Division Behavioral Health Services_ Date/Time 04/12/2006
Approved by: Karleen Jackson, Commissioner Date 04/12/2006

Agency Department of Health and Social Services
(Ravtad 977006 VB Page | of |



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number;
2006 LEGISLATIVE SESSION Bill Version: CSHB 426(HES)
(H )Publish Date 4/12/06
Revision Date/Time (Note Il correction) Dept. Affected: Health & Social Services
RELATING TO MEDICAL ASSISTANCE
Title EHSEBFJLZTY AND COVERAGE FOR PERSONS RDU Public Assistance

Component Public Assistance Field Svcs
Sponsor COGHILL

Requester HOUSE (FIN) Component No 236
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted helow.

OPERATING EXPENDITURES FY 2007 FY 008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 406 1624 1624 1624 162.4 1624
Travel

Contractual 4.3 170 17.0 170 170 17.0
Supplies 6.8 5.0 5.0 5.0 50 5.0
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 51.7 184.4 184.4 184.4 184.4 184.4

CAPITAL EXPENDITURES |
CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts 25.9 922 92.2 922 922 922
1003 GF Match 25.8 922 922 922 92.2 922
1004 GF

1037 GF/Mental Health
Other(Specify Type-do notabbreviate)
Other(Specify Type-do not abbreviate)
TOTAL 51.7 184 .4 184 4 184 .4 184.4 184.4

Estimate ofanv current vear (FY2006) cost:
Mark this box (X) if fundina for this bill is included in the Governor's FY 2007 budget proposal: |

Full-time 2 2 2 2 2 2
Part-time 1 1 1 1 1 1
Temporary

ANALYSIS: (Attach a separate page ifnecessary)

This bill contains provisions that change medical assistance eligibility in AS 47.07.020 , which
will increase the workload of Eligibility Technicians.

Section 7, subsection (j-k) limits who may apply for medical assistance for a person under 18

ears of age.
ection. 7, subsection (1) requires that persons applying for medical assistance must enroll for

Medicare if eligible.

These provisions increase workload by requiring Eligibility Technicians to spend more time
with ap’ollcants searching for legal guardians or parents of minors, and assisting eligible persons

to enroll in Medicare.

Prepared by: Kittv Farnham. Director Phqne 4655835
Division Public Assistance Date/Time 04/12/2006
Approved by: Karleen Jackson, Commissioner Date 04/12/2006

Agency Department of Health and Social Services Page lof 3



FISCAL NOTE
EN 2 CSHB 426(HES)

STATE OF ALASKA
2006 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

MINORS APPLYING FOR MEDICAID . .
Currently, any adult mag apply on behalfofaminor and minors may apply for themselves. Section

7,subsections (j) and (k %rowde thatoanaan adult who has a legal or vested interest may apply for
Medicaid on behalfofachild under age 18 The department must make reasonable efforts to contact

the parent or legal guardian before granting a waiver of consent. 1f a waiver of consent is granted, the
department must document the reason for the waiver in the child's medical assistance record. Under
this provision, Division staff will have to spend more time with applicants to contact and obtain
consent of the parent or legal guardian or document a waiver,

EYo(t)a7|Annua| Costs - SI 106 thousand for an additional 15 positions plus an extra $44 thousand in

Assumptions:

‘Approximately 3800 minor children apply for Medicaid each year. o

-An additional 45 minutes per application, on average, will be needed for e||g|b|||tY staff to contact a
minor applicant's parent(s) or legal guardian to obtain consent (or make a reasonable attempt to
obtain consent) for the application, or to gather enough information needed to waive consent,
-3800 aFPhcanons/per ear x 45 minutes - 171,000 minutes per year or 2850 hours

-Eligibility staffwork 162 hours/month x 12- 1944 hours/year

-2850 hours per year/ 1944 hoursg)er.te_c.hmman = 15workers

-Average personnel costs for an Eligibility Technician II is $64,944/year

-One-time cost for computers and software in FY2007 = $2,200/position

-Annual costs for office sPace, phones & supplies = $8.800/position .

~1 Eligibility Technician II full time = $64,944 + 1Eligibility Technician Il part-time = $32472 =

$97.416/ycar N _
-Supplies & contractual costs for 15 positions = $15400 in FY07; $13,200/year FYOS and heyond

ENROLLMENT IN MEDICARE . . . . .
Currently, enrollment in Medicare is optional for medical assistance applicants. Section 7, subsection

) r.e(iuires that a person who is eligible must first enroll in the Medicare program before they are
eligible to receive benefits throu?h Medicaid. Under this provision Division staff will have to spend
more time with applicants to evaluate Medicare cligiblity and monitor their continued enroliment in

Medicare.

E%a; Annual Costs = $737 thousand for an additional | position plus an extra $22 thousand in

Assumptions: o . _ _
-On average, 1800individuals per month appear eligible for, and not enrolled in Medicare

-Eligibility for Medicare will be assessed at initial application and during the 6-month eligibility
review

-Eligibility staffwill need an additional 60 minutes per month to evaluate an individual’s eI_ié;ibility
for Medicare, and to require and monitor enrollment as a condition ofeligibility for Medical

-1800 individuals per month x 60 mins/case - 1800 hours/12 months = 150 hours/month
Page 20f3



FISCAL NOTE
FN 2 CSHB 426(HES)
STATE OF ALASKA
2006 LEGISLATIVE SESSION

ANAT YSIS CONTINUATION

-Average personnel costs for an Eligibility Tech |l is $64.944/year
-One-time cost for computers and software in FY2007 = $2,200/position
-Annual costs for office sh)ace, phones & supplies = $8800/position

-1 Eli%_ibility Technician [l full time = $64,944/year
-Supplies & contractual costs for Lposition = $15400 in FYO7; $13200/year FYO8  heyond

Other Assumptions: . . .
-The bill takes effect July 1, 2006; however, |mFP|ementat|on would be delayed until the 4th Quarter
while waiting for approval of a Medicaid State Plan Amendment. For this reason, FYO7 is 25%ofa

full year.

-The federal matching rate is 50%.

-The other sections of this bill will not substantially increase the workload and do not need a fiscal
note in this component.

Page 30f3



FISCAL NOTE

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction).

RELATING TO MEDICAL ASSISTANCE
ELIGIBILITY AND COVERAGE FOR PERSONS

Title
UNDER 21

Sponsor COGHILL
Requester HOUSE (FIN)
Expenditures/Revenues

Fiscal Note Number:
Bill Version:
(H )Publish Date:

Dept. Affected:

CSHB 426(HES)
4112106

RDU Senior and Disabilities Svcs

Component Senior/Disabilities Medicaid Svc

Component No. 2662

(Thousands of Dollars)

Note: Amounts do not include nflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

ICAPITAL EXPENDITURES
ICHANGE IN REVENUES (0)

FUND SOURCE

1002 Federal Rec'ipts

1003 GF Match

1004 GF

1037 GF'Mental Health

Other(Specifv Type-do not abbreviate)
Other(Specify Type-do not abbreviate)

TOTAL
Estimate of an( current year (FY2006) cost:
X

(33.3]

Mark this box

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:

(Attach c separate oape il necessary)

FY 2008

(220.9)
(194 1)

(415.0)

(415.0)

(415.0)

FY 2009 FY 2010 FY 2011

(5000)  (500.0)  (500.0)

(500.0)

(500.0)  (500.0)

(Thousands of Dollars)
(252.2) (250.0)
(247 8) (1250.0)

(250.0)
( 250.0)

(500.0)  (500.0)  (500.0)

) if fundinct for this bill is included in the Governor's FY 2007 budoet proposal:

This bill contains provisions that bring Alaska Statute into line with the deficit Reduction Act
of 2005 mcludm? many mandatory rule changes related to determining financial eligibility for

long-tcrm-carc related Medicaid.

Sec. 6makes it more difficult to use an annuity to shelter assets when trying to qualify for

Medicaid.

Sec. 7,subsection (m) allows the Stale to impose stricter penalties for transferring assets at

helow-markct value.

Sec. 7, subsection ﬁn? allows that a home valued over $500,000 can be a resource in

determining eligibili |
may be terminated from the waiver.

These provisions wdl reduce Medicaid costs b
Medicaid, most of whom arc eligible for the O

Prepared by: Rod Moline, Director

Division Senior and Disabilities Services
Approved by Karleen Jackson. Commissioner
Agency

Department of Health and Social Services

y. Sec. 8clarities when a person on a home and community based waiver

reducing the number of persons eligible for

Yder Alaskans waiver pi gram.

Phone 465-3819
Date/Time 04/12/2006

Dale 04/12/2006

Page 10f3
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FY 2012

(500 0)

( 500.0)

(250 0)
(250.0)

(500.0)



FISCAL NOTE
FN 3 CSHB 426(HES)

STATE OF ALASKA
2006 LEGISLATIVE SESSION

AMAT YSIS CONTINUATION

MEDICAID-QUALIFYING ANNUITES _ .
Currently, various kinds of trusts and annuities can be used to shelter assets when trying to qualify

for Medicaid. The federal law cited in the bill Flapes more restrictions on annuities used for
Medicaid purposes than exist now. Section 6 limits the annuities that do not affect eligibility to only
those that meet the requirements ofthe federal law. This bill also (#v % the State the right to recover
the balance ofan annuity should a recipient die before the annuity has fully paid out.

Annual savings: $0. This provision will not have a fiscal impact as it is not included in the budget
now.

TRANSFER OF ASSETS AT BELOW-MARKET VALUE .

Generally speaking, if a person applying for or receiving Medicaid benefits has transferred an asset
at below-markct value, that person m_aK be subject to a period of_lne||7g|b|I|ty. Currently, the State can
impose a penalty Be”.Od beginning with the date of transfer. Section 7, subsection (m) allows the
penalty period to begin with the date of application for Medicaid. This will eliminate almost all
Instances when an individual escapes serving a penalty period because the penalt¥ period has already
run its course before the Medicaid application is submitted. This would mostg affect applicant's
seeking long-term care coverage including long-term carc services under the Older Alaskans waiver

program.
Annual savings to Medicaid = $250.0 thousand

Assumptions: _ o o
-The number of applicants penalized in past 6 months 6, which is 2annually

-Average number of months penalized - 5 _
-Estimated total number of months eligibility is delayed annually due to penalties - 60
-Applicants would have been eligible for the OA walver program

-Average annual cost per OA waiver recipient = $50,000. which is $4,167 per month

-The savings will ramp up over a 3-year period

HOMES AS A RESOURCE S .
Normally, a person's home is an exempt resource for Medicaid eligibility #our 0ses. Section 7,
subsection (n) puts a limit on the value of a home that would still qualify for this exemption. In
effect, an individual will be ineligible for Medicaid if their home has an equity value for more than
$500,000, unless they sell it. borrowed against it, or tnke out a reverse mortgage to reduce the equity
below $500,000. This would mostly affect applicants seeking long-term carc coverage including
long-term carc services under the OA Waiver program.

Annual savings to Medicaid = $250.0 thousand

Assumptions: .
-Currently number of long-term care recipients known to have a home valued over $500,000"=0

-Don't have any data on number of applicants with homes valued over $500,000

;Es|t|mba}ted r%umber ofapplicants per year with homes valued over $500,000 who would now be
ineligible =

-Apglicants would have been eligible for the OA waiver program

-Average annual cost per OA walver recipient = $50,000
Page 20f 3



FISCAL NOTE
FN 3 CSHB 426(HES)
STATE OF \LASKA
2006 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

TERMINATING WAIVER S
SERVICES This section is in response

to a class action lawsuit filed agai_n_st the Divsion regarding how individuals from the Older Alaskans
and Adults with Physical Disabilities waivers arc assessed and terminated from the program. Prior
to the ||t|g?at|on the Division only assessed individuals based on the current circumstances and level
ofclient function. Sectio i 8says that a person who is eligible for a home and community based
waiver may be terminated from the waiver only if the recipient scores below the eligibility standard
on the ascssment and an independant qualified health carc professional certifies that the rccipeint's

condition has materially improved from the previous assessment.

Annual savings: $0. This provision will not have a fiscal impact as it is not included in the budget
now. It will be a cost avoidance.

Other Assumptmns: _ _ _
-The bill takes effect July I, 2006; however, implementation would be delayed until the 4th Quarter

wPilltla waiting for approval ofa Medicaid State Plan Amendment. For this reason, FY2007 is %S%Of
a full year,

-The federal matching rate is the estimated SFY quarterly average FMAP for the applicable year:
FYO7-57.58%, FY08=53.22%, FY09=50.44%; FY10 to FY 12=50.00%.

-The other sections of this bill do not need a fiscal note in this component.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2006 LEGISLATIVE SESSION Bill Version: CSHB 426(HES)
(H)Publish Date: 4112106
Revision Date/Time (Note If correction): Dept. Affected: Health & Social Services
RELATING TO MEDICAL ASSISTANCE _
Title ILE”L\II[()BIIEBRILZIIY AND COVERAGE FOR PERSONS RDU Health Care Services

Component Medicaid Services
Sponsor COGHILL

Requester HOUSE (FIN) Component No. 2077
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 2007 FY 2008 'Y 2009 . FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims (2,734.9) (10,884.6) (10,884.6) (10,884 6) (10,884.6) ( 10,884.6)
Miscellaneous
TOTAL OPERATING (2,734.9) (10,884.6) (10,884.6) (10,884.6) ( 10.884.6) ( 10,884.6)

(capital expenditures

CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts (15748) (5.7928) (5490.2) (5.442.3)  (5.442.3)
1003 GF Match (1,160.1) (5,0918) (5394.4) (5.4423) (5442.3) (5.4423)
1004 GF

1037 GF/Mental Health

Other(Specify Type-do not abbreviate)
Other(Specify Type-do not abbreviate)
TOTAL (2,734.9) (10,884.6) (10,884,6) (10,884.6) (10,884.6) ( 10,884.6)

Estimate of anv current vear (FY2006) cost:
Mark this box (X) if fundina for this hill is included in the Governor's FY 2007 budget proposal: |

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata papa if necessary)

This bill contains provisions that would help to ensure repayment to the Medicaid program for
cases involving Medicaid recipients receiving settlements orjudgments from third party payers
and would change medical assistance eligibility for minors and persons eligible for Medicare.
These provisions will reduce Medicaid expenditures by increasing recoveries and reducing the
number of persons eligible for Medicaid. _ _ _

Sections I-5and 9-10 contain provisions that will result in more subrogation cases and
increased recoveries for the Medicaid program. . .

Sectlonf7, subsection (j-k) limits who may apply for medical assistance for a person under 18
ears of age;

)éection. . subsection 1) requires that persons applying for medical assistance must enroll for
Medicare if eligible.

Prepared by: Dwayne Peeples. Director Phone 465-5830
Division Health Care Services Date/Time Q4/12/2QQ6
Approved by: Karleen Jackson. Commissioner Date 04/12/2006
Agency Department of Health and Social Services

(Ravivd 97206 OV Page | of 3



FISCFNT  E CSHB426(HES)

STATE OF ALASKA
2006 LEGISLATIVE SESSION

ANALYSS GONTINUATION

SUBROGATION AND RECOVERIES . o .
Sections 1-5and 9-10 of this bill requires insurers to coordinate benefits with other insurers

((iincluding Medicaid); clarifies that the department may take the role of the recipient when the
epartment has paid medical claims on behalf of the récipient and the recipient may be in a position
to recover funds that arc partially attributable to the molury and medical carc received; clarifies that
the Department may take the place of the recipient and pursue recovery if the recipient chooses not
to pursue a liable 3rd Earty; and requires that the state be notified of cases and settlements from third
party payers. Section Sprovides the state the ability to attach Permanent Fund dividends of recipients
In cases where the state is not notified ofa Medicaid recipient's recovery and has no other recourse to
recover amounts paid. Currently the Department is authorized to garnish a recipient's PFD to recover
General Relief, Adult Public Assistance, food stamps and Alaska Temporary Assistance Program
overpayments, but not Medicaid, The department needs the same authority to recoup overpayments
from Medicaid recipients who have received Medicaid coverage but shouldn't have, including those
who choose to recelve continued Medicaid benefits pending a fair hearing, but who ultimately lose
the fair hearing. One of the most efficient and least intrusive recovery methods has been to garnish

the recipient's PFD.
Annual savings lo Medicaid: $1,010.2

Assumptions: . .
-Additional staff resources from Department of Law applied to subrogation cases

-Annual subrogation recoveries of SIM are doubled

-Increased amount of subrogation recoveries = $1,0000

-Number of cases with a successful garnishment of PFD annually = 12
-Averaqe amount collected by garnishing PFD - $850

-Annual amount collected by garnishing PFD = $102

MINORS APPLYING FOR MEDICAID , _
Currently, any adult ma; apply on behalfofa minor and minors may apply for themselves. Section

7, subsections (jg and (k) provide that only an adult who has a legal or vested interest may apply for
Medicaid on behalfofa child under age 18 The department must make reasonable efforts to contact
the parent or legal guardian before granting a waiver of consent. If a waiver of consent is granted, the
department must document the reason for the waiver in the child's medical assistance record. Under
this provision, some applicants will not be ehglble because either theadult refuses to enroll the minor

or the additional income makes the minor ineligible.
Annual savings to Medicaid: $3344

Assumptions: . o
-Number of minor children who aRpIy themselves for Medicaid each year = 380U

-1% would be ineligible because the parent/guardian refuses to enroll = 38 minors
-1% would be ineligible because the parent/quardian's income exceeds the income limits = 33

mino.s

-Average annual cost per minor = $4,400
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STATE OF ALASKA
2006 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

ENROLLMENT IN MEDICARE . . . . .
Currently, enrollment in Medicare is optional for medical assistance applicants. Section 7, subsection

(1) requires that a person who is eligible must first enroll in the Medicare program before they arc
eligible to receive benefits through Medicaid. In June, 2005, the Centers for Medicare and Medicaid
Services (CMS) informally revised its ﬁohcy and now allows states to require Medicare enrollment
as a condition ofeligibility for those who quahf* forit. Most, but not all, seniors have enrolled in
Medicare and adding this requirement would help tiic department maximize the 100% federal dollars
available from Medicare for all Medicare eligible recipients. Medicare Part A would pay for some of
the most expensive individual cases, including those with cnd-stage renal disease. Medicaid would
continue to pay the premiums and co-payments for the lowest income Medicare recipients.

Annual savings to Medicaid: $9,5400

Assumptions: o . _ _
-On average, 1800individuals per year appear eligible for, and not enrolled in Medicare

-Total Average annual Medicaid benefits costs avoided per Medicare enrollec = $6,500.00
-Annual amount of Medicaid benefit costs saved by requiring Medicare enroliment = $11,7000
(86500 1800 ) | o

-Savings are offset somewhat by the additional cost of premiums for Medicare recipients
-Weighted avera%e monthly premium amount for Medicare - $100 or $1,200.00 p/>ear
-Increased annual costs for premium buy-in of persons required to enroll in Medicare - $21600

($120000x 1800)

Other Assumptions: , , ,
-The bill takes effect July 1, 2006; however, implementation would be delayed until the 4th Quarter

while waiting for approval of a Medicaid State Plan Amendment. For this reason FY2007 is 25%of
a full year's costs.

-The federal matching rate is the estimated SFY q}larterly average FMAP for the applicable year:
FYO7=57.58%, FY08=53.22%, FY09=50.44%; FYI0 to FY 12=50.00%.

-The other sections of this bill do not need a fiscal note in this component.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2006 LEGISLATIVE SESSION Bill Version: CSHB 426(HES)
(H ) Publish Date: 4112106

Revision Dale/Time (Nole if correction): Dept. Affected: Health & Social Services

RELATING TO MEDICAL ASSISTANCE
Title ELIGIBILITY AND COVERAGE FOR PERSONS RDU
UNDER 21

Health Care Services

Component Medical Assistance Admin

Sponsor COGHILL

Requester HOUSE (FIN) Component No. 242
Expenditures/Revenues (Thousands of Dollars)

Note. Amounts do not include inflation unless otherwise noted below.

OPERATING iXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Servces

Travel

Contractual 190.3 190.3 190.3 1903 190.3 190.3
Supplies

Equipment

Land & Stn :tures
Grants & C .ims

Miscellant us
TATAL OPERATING

CAPITAL EXPENDITURES I I I

ICHANGE IN REVENUES (0) I
FUNDfOURCE (Thousands of Dollars)

190.3 190.3 190.3 190.3 1903 190.3

1002 Federal Receipts 952 95.2 952 952 952 95.2
1003 GF Match 95.1 951 951 951 95.1 95.1
1004 GF
1037 GF/Mental Health
Othe "Specify Type-do not abbreviate)
Othr-:(Specify Type-do not abbreviate) |

TOTAL 190.3 190.31 190.3 190.3 190.3 190.3

E Jmate of anv current vear (FY2006) cost:

r
f ark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal: L

Pul-time
"r.rt-time
Temporary

NALYSIS: (Attach a separate paae if necessary)

This bill contains provisions that would help to ensure repayment to the Medicaid program for
cases involving Medicaid recipients receiving settlements or judgments from third party payers.

The requirements contained in this bill will result in more subrogation cases and increased
recoveries for the Medicaid program. This bill will increase the caseload for Department of

Law employees working in the subrogation area.

Prepared by: Dwayne Peeples. Director Phone 4655830
Division Health Care Services Date/Time 04/12/2006
Approved by: Karleen Jackson. Commissioner Date 04/12/2006
Agency Department of Health and Social Services
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FISCAL NOTE
FN 5 CSHB 426(HES)
STATE OF ALASKA
2006 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

SUBROGATION AND RECOVERIES
Sections 1-5and 9-10 of this hill requires insurers to coordinate benefits with other insurers

éincluding Medicaid); clarifies that the department may take the role of the recipient when the
epartment has paid medical claims on behalf of the recipient and the recipient may be in a position
to recover funds that arc partially attributable to the |nJury and medical care received; clarifies that
the Department may take the place of the recipient and pursue recovery if the recipient chooses not
to pursue a liable 3rd party ; requires that the state be notified of eases and settlements from third
party payers; and provides the state the ability to attach Permanent Fund dividends of recipients in
eases where the state is not notified ofa Medicaid recipient's recovery and has no other recourse to

recover amounts paid.

These provisions will increase the caseload for Department of Law emB|oyees working in the
subrogation area. Health Care Services currently has an RSA with the Department of Law for
subrogation work. Health Carc Services would expand the RSA by $19j .3 for additional
Department of Law staffof | FTE attorney and 1FTE law office assistant. With the additional staff,

the Department of Law estimates subrogation recoveries could easily double.

Assumptions:
-Subrogation caseload doubles from SIM per year lo $2M

-The bill takes effect July 1, 2006. The Department of Law intends to staff the new positions in July.

-The federal matching rate is 50%.

-The other sections of this bill will not substantially increase the workload and do not need a fiscal
note in this component.
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24-1S 1602YXA4
Mischel
Y116

AMENDMENT ]

OFFERED IN THE SENATE
TO: CSHB 426(FIN) (title am)

Page 9, line 16
Following "in";
Insert "mental health treatment facilities located in the state and outside the
stale, including community mental health facilities."

Following "centers":
Insert

Page 9. line 18 following "receiving":
Insert "services provided by mental health treatment facilities located in the state and

outside the state, including community mental health lacilities."

Page 9. line 19
Delete "center"
Insert “centers.”
Delete "services"

Page 9, line 20, following "of":
Insert "services provided by mental health treatment tacilities located in the state and

outside the state, including community mental health tacilities."

Page 9. line 2L
Delete "center"
Insert “centers."
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Delete "services"
Insert



1
2
3
4
5
6
7
8
9
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24-1S1602\XA3
Mischel

AMENDMENT

OFFERED IN THE SENATE BY SENATOR DYSON
TO: CSHB 426(FIN) (title am)

Page 3, lines 26 - 28
Delete "Before pursuing an action or claim on hehalf of a medical assistance recipient

for carc or services for an injury oriliness for which medical assistance was received, an"
Insert "An"

Page 3, line 29, following "representing":
Delete "the"
Insert "a"

Page 4, line 17:
Delete "An"
Insert "Except for payments under AS 23.30, an"

Page 4. line 19
Delete "all proceeds"
Insert "any lump sum settlement or judgment"

Page 4, lines 23 -29;
Delete all material and insert:
"(e) An attorney who fails to comply with this section is not entitled to the pro

rata reduction under AS 47.05.070(c). If the attorney has alreadyreceived payment for
the attorney's services through the pro rata reduction as provided inAS 47.05.070(c),
the attorney is civilly liahle to the department for the amount of that payment."
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Page 6, following line 1
Insert a new subsection to read:
"(h) Notwithstanding (a) - (g) of this section, a third-party payor shall be held

harmless if it settles or compromises a dispute in good faith and without knowledge
that the individual is a recipient of medical assistance."



AMENDMENT

OFFERED IN THE SENATE HESS BY Senator
TO: CSHB 426(FIN)(title am)

1 After the words “(h) Notwithstanding (a) - (g) of this section, a third-party payor will

2 Delete: “be held harmless”

3 Insert: have no further liability
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OFFERED IN THE SENATE

24-1S1602\XA2
Mischel

AMENDMENT

BY SENATOR DYSON
TO: CSHB 426(FTN) (title am)

Page 1 line 10, through page 2 line &

Delete all material and insert;

"+ Section 1 AS 21.09 is amended by adding a new section to read:

Sec. 21.09.240. Cooperation with the Department of Health and Social
Services. An insurer, including a pharmacy benefits manager, with respect to medical
assistance programs under AS 47.07, shall cooperate with the Department of Health

and Social Services to
(1) provide, with respect to an individual who is eligible for or is

provided medical assistance under AS 47.07, on the request of the department,
information to determine during what penod the individual or the individual's spouse
or dependents may be or may have been covered by the insurer and the nature of the
coverage that is or was provided by the insurer, including the name and address of the

insurer and the identifying number of the health care insurance plan;
(2) accept the department's nght of recovery and the assignment to the

department of any nght of an individual or other entity to payment from the party for
an item or service for which payment has been made under AS 47.07,

(3) respond to any inquiry by the department regarding a claim for
payment for any health care item or service that is submitted not later than three years

after the date of the provision of the health carc item or service; and
(4) agree not to deny aclaim submitted by the department solely on the

basis of the date of submission of the claim, the type or format of the claim form, or a
failure to present proper documentation at the point-of-sale that is the basis of the

claim if
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(A) the claim is submitted by the department within the three-
year period beginning on the date onwhich the item or service was furnished:

and
(B) any action by the department to enforce its rights with

]
2
3
4
5 respect to the claim is commenced within sixyears after thedepartment's
6 submission of the claim."

7

8

9

Page 10 following line 6;

Insert a new bill section to read: A
10 "™ Sec. 15 Section 1of this Act takes effect July 1,2007" ~ o0l A
n
12 Renumber the following bill section accordingly.
13
14 Page 10 line 7:
15 Delete "sec. 14"

16 Insert "secs. 14and 15"



LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES

LEGISLATIVE AFFAIRS AGENCY .

E907) 465-3867 or 465-2450 STATE OF ALASKA Stale Capitol
AX §907) 465-2029 _Juneau, Alaska 99801-1182
Mail Stop°3101 Deliveries to: 129 6th St., Rm 329

MEM(OKANDUM May 2. 2006

SUBJECT: Separation of powers and court rule changes issues

(SCS CSHB 426(HES), Work Order No. 24-LS 1602\C)
T0: Senator Fred Dyson, Chair

Senate Health, Education and Social Services Committee

FROM: Jean M. Mischel
Legislative Counsel

Attached is the CS for the Senate HESS committee as requested. In reviewing the bill as
a whole, I note that a provision added hy the hill but not amended in the Senate HESS

committee suffers from constitutional and title problems as follows.

Section 47.05.073(h) st; tes:

A judgment, award, or settlement that requires or results in the
compromise of a lien under AS 47.05075 may not be entered into or
granted by a court without the express written consent of the attorney

general.

AS 4705075 authorizes a recipient of medical assistance services to compromise a lien
owed hy a third-party payor by settlement orjudgment.

The Alaska Supreme Court has recognized a "separation of powers doctrine” (Bradner v.
Hammond, 553 P.2d |. 5-6 (Alaska 1976)) and has applied the doctrine in a variety of
circumstances, including circumscribing interference with the discretion of the judicial
branch. When an act is committed to judicial discretion, the exercise of that discretion
within constitutional bounds is not subject to the control or review of the executive
branch and interference with that discretion would be a violation by the executive branch

of the doctrine of separation of pow-ers.

In addition, it seems to me that adding the attorney general’s consent as a precondition to
a court judgment and award on a medical assistance lien at least indirectly affects Civil
Rules 55 through 58, necessitating a title change and 2/3vote of the legislature.

If | may be of further assistance, please advise.

B

Enclosure



SENATE COMMITTEE REPORT

FURTHER:  Finance

DATE: 4/25/06
DATE TURNED :
IN TO OFFICE:

Health, Education & Social Services Committee ronsidered CS FOR HOUSE BILL NO. 426(FIN)(title am)

HB 426 MEDICAL ASSISTANCE FOR PERSONS UNDER 21
“An Act relating to cooperation of insurers with the Department of Health and Social Services; relating to
subrogation, assignment, and lien rights and notices for medical assistance claims; relating to recovery ot medical
assistance overpayments; relating to asset transfers and income diversion by medical assistance applicants;
relating to assets and Medicare enrollment as they affect medical assistance coverage; relating to home and
community-based services; relating to medical assistance app'ications for persons under 21 years of age;
requiring a report by the Department of Health and Social Services; and providing for an effective date.”

and recommends: CS Senate Bill:
) [/ Same Title
[0 be replaced with S CS 'E»/ He> S ) [ 1 New Title
[ 1 adopt previous Cs ( ) SCS House Bill:
[ 1 Same Title
[ ] attached amendment(s) [ j Technical Title
Change
[ 1 adopt Letter of Intent by Committee [ 1 New Title w/
SCR#
[ 1 further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Indet. Zero FN# 1 Department Date Fiscal Indet: Zero7 FN#
er/n 1
*V.v y
Y/SS < (* * s
M5S -Vn X y
L VAS vV iT- )
[ ] APPROPRIATION - no fiscal note
No REC

ANJ™ECOMMENDATSONS:



MEMBRANDUM

May 2,2006
To: Senate Health Education & Social Services Committee Members
From: Kim El
Ke: HB 426

Inour discussion of House Bill 426 yesterday a question arose about requiring the
Attorney General's approval before allowing a court to grant certain settlements. Of
particular significance was the impact on the separation of powers doctrine.

The legislative attorney's opinion is attached.

cc:  Sen.Lyman Hoffman
Sen. Donny Olson

Ai.aska si:\lati;
STATK CAI'ITdl. « .II'M'IAI', ALASKA OOHO I-11S0* « (907) 10.)- 11117 « FAX (907)* 105-1f ION
SENAroi{_KI.M KILntNOIL.IvOIs.STATK.AIi.rs




LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

£907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
AX s(907) 4652029 . Juneau. Alaska 99801-1182
Mail Stop”3101 Deliveries to: 129 6th St., Rm 329
MEMORANDUM May 2. 2006
SUBJECT: Separation of powers and court rule changes issues

(SCS CSHB 426(HES), Work Order No. 24-LS 1602\C)1

TO: Senator Kim Elton
Attn: Jesse Kiehl

FROM: Jean M. Mischel
Legislative Counsel

You have asked two questions about section 47.0:.073(b), added in SCS CSHB
426(HES): (1) whether the section violates the separation of powers doctrine; and (2)
whether it necessitates a court rule change, requiring a 2/3 vole of the legislature. The

short answer is yes to both questions.

Section 47.05.073(h) states:

A judgment, award, or settiement that requires or results in the
compromise of a lien under AS 47.05075 may not be entered into or
granted by a court without the express written consent of the attorney

general.

AS 4705075 authorizes a recipient of medical assistance services to compronvse a lien
owed by a third-party payor by settlement orjudgment,

The Alaska Supreme Court has recognized a "separation of powers doctrine” (Bradner V.
Hammond, 553 P.2d 1, 5-6 (Alaska 1976)) and has applied the doctrine in a variety of
circumstances, including circumscribing interference with the discretion of the judicial
branch. When an act is committed to judicial discretion, the exercise of that discretion
within constitutional bounds is not subject to the control or review of the executive
branch and interference with that discretion would be a violation by the executive branch

of the doctrine of separation of powers.

In addition, it seems to me that adding the attorney general's consent as a r)recondition. t0
a court judgment and award on a medical assistance lien at least indirectly affects Civil
Rules 55 through 58, necessitating a title change and 2/3 vote of the legislature.

If Imay be of further assistance, please advise.

JMM.Imb
06-160.1mb



