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CS FOR SENATE BILL NO. 74(FIN) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-NINTH LEGISLATURE- SECOND SESSION 

BY THE SENATE FINANCE COMMITTEE 

Offered: 
Referred: 

Sponsor(s): SENA TORS KELLY, Giessel, Micciche, Bishop, MacKinnon, Hoffman 

A BILL 

FOR AN ACT ENTITLED 

WORK DRAFT 

29-LS0692\U 
Glover 
3/4/16 

1 "An Act relating to diagnosis, treatment, and prescription of drugs without a physical 

2 examination by a physician; relating to the delivery of services by a licensed professional 

3 counselor, marriage and family therapist, psychologist, psychological associate, and 

4 social worker by audio, video, or data communications; relating to the duties of the State 

5 Medical Board; relating to limitations of actions; establishing the Alaska Medical 

6 Assistance False Claim and Reporting Act; relating to medical assistance programs 

7 administered by the Department of Health and Social Services; relating to the controlled 

8 substance prescription database; relating to the duties of the Board of Pharmacy; 

9 relating to the duties of the Department of Commerce, Community, and Economic 

10 Development; relating to accounting for program receipts; relating to public record 

11 status of records related to the Alaska Medical Assistance False Claim and Reporting 

12 Act; establishing a telemedicine business registry; relating to competitive bidding for 
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1 medical assistance products and services; relating to verification of eligibility for public 

2 assistance programs administered by the Department of Health and Social Services; 

3 relating to annual audits of state medical assistance providers; relating to reporting 

4 overpayments of medical assistance payments; establishing authority to assess civil 

5 penalties for violations of medical assistance program requirements; relating to seizure 

6 and forfeiture of property for medical assistance fraud; relating to the duties of the 

7 Department of Health and Social Services; establishing medical assistance 

8 demonstration projects; relating to Alaska Pioneers' Homes and Alaska Veterans' 

9 Homes; relating to the duties of the Department of Administration; relating to the 

10 Alaska Mental Health Trust Authority; relating to feasibility studies for the provision of 

11 specified state services; amending Rules 4, 5, 7, 12, 24, 26, 27, 41, 77, 79, 82, and 89, 

12 Alaska Rules of Civil Procedure, and Rule 37, Alaska Rules of Criminal Procedure; and 

13 providing for an effective date." 

14 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 

15 * Section 1. AS 08.29.400 is amended by adding new subsections to read: 

16 (b) The board may not impose disciplinary sanctions on a licensee for the 

17 evaluation, diagnosis, or treatment of a person through audio, video, or data 

18 communications when physically separated from the person if 

19 (1) the licensee or another licensed health care provider is available to 

20 provide follow-up care; 

21 (2) the licensee requests that the person consent to sending a copy of 

22 all records of the encounter to a primary care provider if the licensee is not the 

23 person's primary care provider and, if the person consents, the licensee sends the 

24 records to the person's primary care provider; and 

25 (3) the licensee meets the requirements established by the board in 

26 regulation. 
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( c) The board shall adopt regulations restricting the evaluation, diagnosis, 

supervision, and treatment of a person as authorized under (b) of this section by 

establishing standards of care, including standards for training, confidentiality, 

supervision, practice, and related issues. 

* Sec. 2. AS 08 .63 .210 is amended by adding new subsections to read: 

(c) The board may not impose disciplinary sanctions on a licensee for the 

evaluation, diagnosis, supervision, or treatment of a person through audio, video, or 

data communications when physically separated from the person if 

(1) the licensee or another licensed health care provider is available to 

provide follow-up care; 

(2) the licensee requests that the person consent to sending a copy of 

all records of the encounter to a primary care provider if the licensee is not the 

person's primary care provider and, if the person consents, the licensee sends the 

records to the person's primary care provider; and 

(3) the licensee meets the requirements established by the board in 

regulation. 

(d) The board shall adopt regulations restricting the evaluation, diagnosis, 

supervision, and treatment of a person as authorized under ( c) of this section by 

establishing standards of care, including standards for training, confidentiality, 

supervision, practice, and related issues. 

* Sec. 3. AS 08.64.101 is amended to read: 

Sec. 08.64.101. Duties. The board shall 

(1) examine and issue licenses to applicants; 

(2) develop written guidelines to ensure that licensing requirements are 

not unreasonably burdensome and the issuance of licenses is not unreasonably 

withheld or delayed; 

(3) after a hearing, impose disciplinary sanctions on persons who 

violate this chapter or the regulations or orders of the board; 

( 4) adopt regulations ensuring that renewal of licenses is contingent Q!! 

[UPON] proof of continued competency on the part of the licensee; and 

(5) under regulations adopted by the board, contract with private 
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professional organizations to establish an impaired medical professionals program to 

identify, confront, evaluate, and treat persons licensed under this chapter who abuse 

alcohol, other drugs, or other substances or are mentally ill or cognitively impaired.i 

(6) adopt regulations that establish guidelines for a physician who 

is rendering a diagnosis, providing treatment, or prescribing, dispensing, or 

administering a prescription drug to a person without conducting a physical 

examination under AS 08.64.364; the guidelines must include a nationally 

recognized model policy for standards of care of a patient who is at a different 

location than the physician. 

* Sec. 4. AS 08 .64.364(a) is amended to read: 

(a) The board may not impose disciplinary sanctions on a physician for 

rendering a diagnosis, providing treatment, or prescribing, dispensing, or 

administering a prescription drug that is not a controlled substance to a person 

without conducting a physical examination if 

(1) [THE PRESCRIPTION DRUG IS 

(A) NOT A CONTROLLED SUBSTANCE; OR 

(B) A CONTROLLED SUBSTANCE AND IS PRESCRIBED, 

DISPENSED, OR ADMINISTERED BY A PHYSICIAN WHEN AN 

APPROPRIATE LICENSED HEALTH CARE PROVIDER IS PRESENT 

WITH THE PATIENT TO ASSIST THE PHYSICIAN WITH 

EXAMINATION, DIAGNOSIS, AND TREATMENT; 

(2) THE PHYSICIAN IS LOCATED IN THIS STATE AND] the 

physician or another licensed health care provider or physician in the physician's 

group practice is available to provide follow-up care; and 

(2) the physician requests that [(3)] the person consent 

[CONSENTS] to sending a copy of all records of the encounter to the person's primary 

care provider if the prescribing physician is not the person's primary care provider, 

and, if the patient consents, the physician sends the records to the person's primary 

care provider. 

* Sec. 5. AS 08.64.364 is amended by adding new subsections to read: 

( c) The board may not impose disciplinary sanctions on a physician for 
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prescribing, dispensing, or administering a prescription drug that is a controlled 

substance if the requirements under (a) of this section are met and the physician 

prescribes, dispenses, or administers the controlled substance when an appropriate 

licensed health care provider is present with the patient to assist the physician w ith 

examination, diagnosis, and treatment. 

(d) Notwithstanding (b) and (c) of this section, a physician may not 

(1) prescribe an abortion-inducing drug; or 

(2) prescribe, dispense, or administer a prescription drug in response to 

an Internet questionnaire or electronic mail message to a person with whom the 

physician does not have a prior physician-patient relationship. 

* Sec. 6. AS 08.86.204 is amended by adding new subsections to read: 

( c) The board may not impose disciplinary sanctions on a licensee for the 

evaluation, diagnosis, or treatment of a person through audio, video, or data 

communications when physically separated from the person if 

(1) the licensee or another licensed health care provider is available to 

provide follow-up care; 

(2) the licensee requests that the person consent to sending a copy of 

all records of the encounter to a primary care provider if the licensee is not the 

person's primary care provider and, if the person consents, the licensee sends the 

records to the person's primary care provider; and 

(3) the licensee meets the requirements established by the board in 

regulation. 

(d) The board shall adopt regulations restricting the evaluation, diagnosis, 

supervision, and treatment of a person as authorized under (c) of this section by 

establishing standards of care, including standards for training, confidentiality, 

supervision, practice, and related issues. 

* Sec. 7. AS 08.95 .050 is amended by adding new subsections to read: 

(b) The board may not impose disciplinary sanctions on a licensee for the 

evaluation, diagnosis, or treatment of a person through audio, video, or data 

communications when physically separated from the person if 

(1) the licensee or another licensed health care provider is available to 
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provide follow-up care; 

(2) the licensee requests that the person consent to sending a copy of 

all records of the encounter to a primary care provider if the licensee is not the 

person's primary care provider and, if the person consents, the licensee sends the 

records to the person's primary care provider; and 

(3) the licensee meets the requirements established by the board in 

regulation. 

( c) The board shall adopt regulations restricting the evaluation, diagnosis, 

supervision, and treatment of a person as authorized under (b) of this section by 

establishing standards of care, including standards for training, confidentiality, 

supervision, practice, and related issues. 

* Sec. 8. AS 09.10 is amended by adding a new section to read: 

Sec. 09.10.075. Actions related to claims based on medical assistance 

payment fraud. Except as provided in AS 09.58.070, a person may not bring an 

action under AS 09 .58.010 - 09.58.060, unless the action is commenced by the earlier 

of (1) six years after the act or omission was committed, or (2) three years after the 

date when facts material to the action were known, or reasonably should have been 

known, by the attorney general or the Department of Health and Social Services, but 

in no event more than 10 years after the date the violation under AS 09.58.010 

occurred. 

* Sec. 9. AS 09.10.120(a) is amended to read: 

(a) Except as provided in AS 09.10.075, an [AN] action brought in the name 

of or for the benefit of the state, any political subdivision, or public corporation may 

be commenced only within six years after [OF] the date of accrual of the cause of 

action. However, if the action is for relief on the ground of fraud, the limitation 

commences from the time of discovery by the aggrieved party of the facts constituting 

the fraud. 

* Sec. 10. AS 09 is amended by adding a new chapter to read: 

Chapter 58. Alaska Medical Assistance False Claim and Reporting Act. 

Sec. 09.58.010. False claims for medical assistance; civil penalty. (a) A 

medical assistance provider or medical assistance recipient may not 
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(1) knowingly submit, authorize, or cause to be submitted to an officer 

or employee of the state a false or fraudulent claim for payment or approval under the 

medical assistance program; 

(2) knowingly make, use, or cause to be made or used, directly or 

indirectly, a false record or statement to get a false or fraudulent claim for payment 

paid or approved by the state under the medical assistance program; 

(3) conspire to defraud the state by getting a false or fraudulent claim 

paid or approved under the medical assistance program; 

( 4) knowingly make, use, or cause to be made or used, a false record or 

statement to conceal, avoid, increase, or decrease an obligation to pay or transmit 

money or property to the medical assistance program; 

(5) knowingly enter into an agreement, contract, or understanding with 

an officer or employee of the state for approval or payment of a claim under the 

medical assistance program knowing that the information in the agreement, contract, 

or understanding is false or fraudulent . 

(b) A beneficiary of an intentional or inadvertent submission of a false or 

fraudulent claim under the medical assistance program who later discovers the claim is 

false or fraudulent shall disclose the false or fraudulent claim to the state not later than 

60 days after discovering the false claim. 

( c) In addition to any criminal penalties or seizure or forfeiture of property 

under AS 47.05 , a medical assistance provider or medical assistance recipient who 

violates (a) or (b) of this section shall be liable to the state in a civil action for 

(1) a civil penalty of not less than $5 ,500 and not more than $11 ,000; 

(2) three times the amount of actual damages sustained by the state; 

and 

(3) reasonable attorney fees and costs calculated under applicable court 

rules. 

(d) Liability for actual damages under (c) of this section may be reduced to not 

less than twice the amount of actual damages that the state sustains if the court finds 

that a person liable for an act under (a) or (b) of this section 

(1) furnished the attorney general or the Department of Health and 
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Social Services with all information known to the person about the violation not later 

than 30 days after the date the information was obtained; 

(2) fully cooperated with the investigation of the violation under 

AS 09.58 .020; and 

(3) at the time the person furnished the attorney general with the 

information about the violation, no criminal prosecution, civil action, investigation, or 

administrative action had been started in this state with respect to the violation, and the 

person did not have actual knowledge of the existence of an investigation of the 

violation. 

( e) A corporation, partnership, or other individual is liable under this chapter 

for acts of its agents if the agent acted with apparent authority, regardless of whether 

the agent acted, in whole or in part, to benefit the principal and regardless of whether 

the principal adopted or ratified the agent's claims, representations, statement, or other 

action or conduct. 

Sec. 09.58.015. Attorney general investigation; civil action. (a) The attorney 

general or the Department of Health and Social Services may investigate an alleged 

violation of AS 09.58 .010. The attorney general may request assistance from the 

Department of Health and Social Services in an investigation under this section. 

(b) The attorney general may bring a civil action in superior court under 

AS 09.58.010 - 09.58 .060 . 

Sec. 09.58.020. Private plaintiff; civil action. (a) Notwithstanding 

AS 09.58.015 , a person may bring an action under this section for a violation of 

AS 09 .58.010 in the name of the person and the state. 

(b) To bring an action under this section, a person shall file a complaint, in 

camera and under seal, and serve on the attorney general 

(1) a copy of the complaint; and 

(2) written disclosure of substantially all material evidence and 

information the person possesses that pertains to the claim. 

(c) A complaint filed under this section must remain under seal for at least 60 

days and may not be served on the defendant until the court so orders. The attorney 

general may elect to intervene and proceed with the action within 60 days after the 
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attorney general receives both the complaint and the material evidence and the 

information required under (b) of this section. The attorney general may, for good 

cause shown, move the court, under seal, for an extension of the time during which the 

complaint remains under seal under this subsection. 

( d) Before the expiration of the 60-day period or an extension of time granted 

under ( c) of this section, the attorney general shall conduct an investigation and make 

a written determination as to whether substantial evidence exists that a violation of 

AS 09.58.010 has occurred. After the investigation and determination are complete, 

the attorney general shall provide the person who brought the action and the 

Department of Health and Social Services with a copy of the determination unless the 

action has been referred to the division of the Department of Law that has 

responsibility for criminal cases. 

( e) Before the expiration of the 60-day period or an extension obtained under 

( c) of this section, the attorney general shall 

(1) intervene in the action and proceed with the action on behalf of the 

state; 

(2) notify the court that the attorney general declines to take over the 

action, in which case the person bringing the action has the right to conduct the action; 

or 

(3) if the attorney general determines that substantial evidence does not 

exist that a violation of AS 09.58.010 has occurred, or that the action is barred under 

AS 09.58 .050, the attorney general shall move the court to dismiss the action. 

(f) The named defendant in a complaint filed under this section is not required 

to respond to a complaint filed under this section until after the complaint is unsealed 

by the court and a copy of the summons and complaint are served on the defendant 

under the applicable Alaska Rules of Civil Procedure. 

(g) When a person brings an action under this section, only the attorney 

general may intervene or bring a related action based on similar facts to the underlying 

action. 

Sec. 09.58.025. Subpoenas. In conducting an investigation under 

AS 09.58.015 or 09.58 .020, the attorney general may issue subpoenas to compel the 
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production of books, papers, correspondence, memoranda, and other records in 

connection with an investigation under or the administration of AS 09.58.010 -

09.58.060. If a medical assistance provider or a medical assistance recipient fails or 

refuses, without just cause, to obey a subpoena issued under this subsection, the 

superior court may, upon application by the attorney general, issue an order requiring 

the medical assistance provider or medical assistance recipient to appear before the 

attorney general to produce evidence. 

Sec. 09.58.030. Rights in false or fraudulent claims actions. (a) If the 

attorney general elects to intervene and proceed with an action under AS 09.58.020, 

the attorney general has exclusive authority for prosecuting the action and is not bound 

by an act of the person bringing the action. The person who brought the action has the 

right to continue as a nominal party to the action, but does not have the right to 

participate in the action except as a witness or as otherwise directed by the, attorney 

general. If the attorney general elects to intervene under AS 09.58.020, the attorney 

general may file a new complaint or amend the complaint filed by the person who 

brought the action under AS 09.58.020(b). 

(b) Notwithstanding the objections of the person who brought the action, the 

attorney general may 

(1) move to dismiss the action at any time under this chapter if the 

attorney general has notified the person who brought the action of the intent to seek 

dismissal and the court has provided the person who brought the action with an 

opportunity to respond to the motion; 

(2) settle the action with the defendant at any time, if the court 

determines, after a hearing, that the proposed settlement is fair, adequate, and 

reasonable under all the circumstances; upon a showing of good cause, the hearing 

described in this paragraph shall be held in camera. 

(c) If the attorney general elects not to proceed under AS 09.58.020 with the 

action, the person who brought the action has the right to proceed and conduct the 

action. The attorney general may request at any time during the proceedings to be 

served with copies of all documents related to the action, including pleadings, 

motions, and discovery. The attorney general shall pay for the reasonable copying 
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charges for documents provided under this subsection. If the person who brought the 

action proceeds with the action, the court, without limiting the status and rights of the 

person who brought the action, shall allow the attorney general to intervene at any 

time. 

( d) Whether or not the attorney general proceeds with the action under this 

chapter, on a showing by the attorney general that certain actions of discovery by the 

person bringing the action would interfere with pending investigation or prosecution 

of a criminal or civil proceeding arising out of the same matter, the court may stay the 

discovery for not more than 90 days . The court may extend the 90-day period on a 

further showing, in camera, that the state has pursued the criminal or civil 

investigation or proceedings with reasonable diligence and that proposed discovery in 

the civil action under AS 09.58.010 - 09.58.060 may interfere with the ongoing 

criminal or civil investigation or proceedings. 

Sec. 09.58.040. Award to false or fraudulent claim plaintiff. (a) If the 

attorney general proceeds with an action brought by a person for a violation of 

AS 09.58.010, the person who brought the action shall receive at least 15 percent but 

not more than 25 percent of the proceeds of the action or settlement of the claim, 

depending on the extent to which the person bringing the action contributed to the 

prosecution of the action. The court order or settlement agreement shall state the 

percentage and the amount to be received by the person who brought the action . A 

payment under this subsection to the person who brought the action may only be paid 

from proceeds received from a judgment or settlement under this section. 

(b) If the attorney general does not proceed with an action brought under 

AS 09.58.020, the person bringing the action to judgment or settlement by court order 

shall receive an amount that the court decides is reasonable for collecting the civil 

penalty and damages based on the person's effort to prosecute the action successfully. 

The amount shall be at least 25 percent but not more than 30 percent of the proceeds 

of the action or settlement of the claim. A payment under this subsection to the person 

who brought the action may only be paid from proceeds received from a judgment or 

settlement received under this section. 

( c) Whether or not the attorney general participates in the action, if the court 
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finds that the action was brought by a person who planned or initiated the violation 

alleged in the action brought under AS 09.58.020, the court may, to the extent the 

court considers appropriate, reduce the share of the proceeds of the action that the 

person would otherwise receive under (a) or (b) of this section, taking into account the 

role of that person in advancing the case to litigation and any relevant circumstances 

pertaining to the violation . If the person bringing the action is convicted of criminal 

conduct arising from the person's role in the violation of AS 09.58.010, the court shall 

dismiss the person from the civil action and the person may not receive any share of 

the proceeds of the action or settlement. A dismissal under this subsection does not 

prejudice the right of the attorney general to continue the action. 

(d) In this section, "proceeds of the action or settlement" 

(1) includes damages, civil penalties, payment for cost of compliance, 

and other economic benefits realized by the state as a result of a civil action brought 

under AS 09.58.010 - 09.58.060; 

(2) does not include attorney fees and costs awarded to the state. 

Sec. 09.58.050. Certain actions barred. A person may not bring an action 

under AS 09.58 .020 if the action is 

(1) based on evidence or information known to the state when the 

action was brought; 

(2) based on allegations or transactions that are the subject of a civil or 

criminal action or an administrative proceeding in which the state is already a party; 

(3) based on the public disclosure of allegations or actions in a 

criminal or civil action or an administrative hearing, or from the news media, unless 

the action is brought by the attorney general or the person bringing the action is an 

original source of the information that was publicly disclosed ; in this paragraph, a 

person is an original source of the information that was publicly disclosed if the 

person has independent knowledge, including knowledge based on personal 

investigation of the defendant's conduct, of the information on which the allegations 

are based, and has voluntarily provided or verified the information on which the 

allegations are based or voluntarily provided the information to the attorney general 

before filing an action under AS 09.58.020 that is based on the information; or 
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(4) against the state or current or former state employees. 

Sec. 09.58.060. State not liable for attorney fees, costs, and other expenses. 

The state, its agencies, current or former officers, and current or former employees, are 

not liable for attorney fees , costs, and other expenses that a person incurs in bringing 

an action under AS 09.58.020. 

Sec. 09.58.070. Employee protection for retaliation. (a) An employee of a 

medical assistance provider who is discharged, demoted, suspended, threatened, 

harassed, or discriminated against in the terms and conditions of employment by the 

employee's employer because of lawful acts done by the employee on behalf of the 

employee or others in furtherance of an action under AS 09.58.010 - 09.58.060, 

including investigation for, initiation of, testimony for or assistance in an action filed 

or to be filed under AS 09.58 .010 - 09.58.060, is entitled to the same relief authorized 

under AS 39.90.120. 

(b) Notwithstanding (a) of this section, a state employee who is discharged, 

demoted, suspended, threatened, harassed, or discriminated against in the terms and 

conditions of employment because of lawful acts done by the employee on behalf of 

the employee or a person who brings an action under AS 09.58.020 or in furtherance 

of an action under AS 09.58.010 - 09.58 .060, including investigation, initiation of, 

testimony for or assistance in an action filed or to be filed under AS 09 .5 8 .0 IO -

09.58.060, is entitled to relief under AS 39.90.100 - 39.90.150 (Alaska Whistleblower 

Act) . 

(c) A person may not bring an action under this section unless the action is 

commenced not later than three years after the date the employee was subject to 

retaliation under (a) or (b) of this section. 

Sec. 09.58.080. Regulations. The attorney general may adopt regulations 

under AS 44.62 as necessary to carry out the purposes of this chapter. 

Sec. 09.58.090. Special provisions. (a) This chapter does not apply to any 

controversy involving damages to the state of less than $5,500 in value. 

(b) No punitive damages may be awarded in an action brought under 

AS 09.58 .010 - 09.58.060. 

Sec. 09.58.100. Definitions. In this chapter, 
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(1) "attorney general" includes a designee of the attorney general ; 

(2) "claim" means a request for payment of health care services or 

equipment, whether made to a contractor, grantee, or other person, when the state 

provides, directly or indirectly, a portion of the money, property, or services requested 

or demanded, or when the state will, directly or indirectly, reimburse the contractor, 

grantee, or other recipient for a portion of the money, property, or services requested 

or demanded; 

(3) "controversy" means the aggregate of one or more false claims 

submitted by the same medical assistance provider or medical assistance recipient 

under this chapter; 

(4) "knowingly" means that a person, with or without specific intent to 

defraud, 

(A) has actual knowledge of the information; 

(B) acts in deliberate ignorance of the truth or falsity of the 

information; or 

(C) acts in reckless disregard of the truth or falsity of the 

information; 

(5) "medical assistance program" means the federal-state program 

administered by the Department of Health and Social Services under AS 47.05 and 

AS 47.07 and regulations adopted under AS 47..05 and AS 47.07; 

(6) "medical assistance provider" has the meaning given under 

AS 47.05.290; 

(7) "medical assistance recipient" has the meaning given under 

AS 47.05.290; 

(8) "obligation" means an established duty, whether or not fixed, 

arising from 

CSSB 7 4(FIN) 

(A) an express or implied contractual grantor or grantee or 

licensor or licensee relationship; 

(B) a fee-based or similar relationship; 

(C) a statute or regulation; or 

(D) the retention of any overpayment. 
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Sec. 09.58.110. Short title. This chapter may be cited as the Alaska Medical 

Assistance False Claim and Reporting Act. 

* Sec. 11. AS 09.58.025, added by sec. 10 of this Act, is amended to read: 

Sec. 09.58.025. Subpoenas. In conducting an investigation under 

AS 09.58.015 [OR 09.58.020], the attorney general may issue subpoenas to compel 

the production of books, papers, correspondence, memoranda, and other records in 

connection with an investigation under or the administration of AS 09.58.010 -

09.58.060. If a medical assistance provider or a medical assistance recipient fails or 

refuses, without just cause, to obey a subpoena issued under this subsection, the 

superior court may, upon application by the attorney general, issue an order requiring 

the medical assistance provider or medical assistance recipient to appear before the 

attorney general to produce evidence. 

* Sec. 12. AS 09.58.070(b), added by sec. 10 of this Act, is amended to read: 

(b) Notwithstanding (a) of this section, a state employee who is discharged, 

demoted, suspended, threatened, harassed, or discriminated against in the terms and 

conditions of employment because of lawful acts done by the employee on behalf of 

the employee [OR A PERSON WHO BRINGS AN ACTION UNDER AS 09.58.020] 

or in furtherance of an action under AS 09.58.010 - 09.58.060, including investigation, 

initiation of, testimony for or assistance in an action filed or to be filed under 

AS 09.58 .010 - 09.58.060, is entitled to relief under AS 39.90.100 - 39.90.150 (Alaska 

Whistleblower Act). 

* Sec. 13. AS l 7.30.200(a) is amended to read: 

(a) The controlled substance prescription database is established in the Board 

of Pharmacy. The purpose of the database is to contain data as described in this 

section regarding every prescription for a schedule [IA, IIA, IIIA, IV A, OR VA 

CONTROLLED SUBSTANCE UNDER STATE LAW OR A SCHEDULE I,] II, III, 

Q! IV [, OR V] controlled substance under federal law dispensed in the state to a 

person other than those administered to a patient at a health care facility. The 

Department of Commerce, Community, and Economic Development shall assist the 

board and provide necessary staff and equipment to implement this section. 
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* Sec. 14. AS 17.30.200(b) is amended to read: 

(b) The pharmacist-in-charge of each licensed or registered pharmacy, 

regarding each schedule [IA, IIA, IIIA, IV A, OR VA CONTROLLED SUBSTANCE 

UNDER STATE LAW OR A SCHEDULE I,] II, III, Q! IV [, ORV] controlled 

substance under federal law dispensed by a pharmacist under the supervision of the 

pharmacist-in-charge, and each practitioner who directly dispenses a schedule [IA, 

IIA, IIIA, IV A, OR VA CONTROLLED SUBSTANCE UNDER STATE LAW OR A 

SCHEDULE I,] II, III, .Q.! IV [, OR V] controlled substance under federal law other 

than those administered to a patient at a health care facility, shall submit to the board, 

by a procedure and in a format established by the board, the following information for 

inclusion in the database on at least a weekly basis: 

(1) the name of the prescribing practitioner and the practitioner's 

federal Drug Enforcement Administration registration number or other appropriate 

identifier; 

(2) the date of the prescription; 

(3) the date the prescription was filled and the method of payment; this 

paragraph does not authorize the board to include individual credit card or other 

account numbers in the database; 

( 4) the name, address, and date of birth of the person for whom the 

prescription was written; 

(5) the name and national drug code of the controlled substance; 

(6) the quantity and strength of the controlled substance dispensed; 

(7) the name of the drug outlet dispensing the controlled substance; 

and 

(8) the name of the pharmacist or practitioner dispensing the controlled 

substance and other appropriate identifying information. 

* Sec. 15. AS 17.30.200(d) is amended to read: 

( d) The database and the information contained within the database are 

confidential, are not public records, and are not subject to public disclosure. The board 

shall undertake to ensure the security and confidentiality of the database and the 

information contained within the database. The board may allow access to the 
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database only to the following persons, and m accordance with the limitations 

provided and regulations of the board : 

(1) personnel of the board regarding inquiries concerning licensees or 

registrants of the board or personnel of another board or agency concerning a 

practitioner under a search warrant, subpoena, or order issued by an administrative law 

judge or a court; 

(2) authorized board personnel or contractors as required for 

operational and review purposes; 

(3) a licensed practitioner having authority to prescribe controlled 

substances or an agent or employee of the practitioner whom the practitioner has 

authorized to access the database on the practitioner's behalf, to the extent the 

information relates specifically to a current patient of the practitioner to whom the 

practitioner is prescribing or considering prescribing a controlled substance; 

(4) a licensed or registered pharmacist having authority to dispense 

controlled substances or an agent or employee of the pharmacist whom the 

pharmacist bas authorized to access the database on the pharmacist's behalf, to 

the extent the information relates specifically to a current patient to whom the 

pharmacist is dispensing or considering dispensing a controlled substance; 

(5) federal , state, and local law enforcement authorities may receive 

printouts of information contained in the database under a search warrant, subpoena, 

or order issued by a court establishing probable cause for the access and use of the 

information; [AND] 

(6) an individual who is the recipient of a controlled substance 

prescription entered into the database may receive information contained in the 

database concerning the individual on providing evidence satisfactory to the board that 

the individual requesting the information is in fact the person about whom the data 

entry was made and on payment of a fee set by the board under AS 37.10.050 that 

does not exceed $10,i 

(7) a licensed pharmacist employed by the Department of Health 

and Social Services who is responsible for administering prescription drug 

coverage for the medical assistance program under AS 47.07, to the extent that 
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the information relates specifically to prescription drug coverage under the 

program; 

(8) a licensed pharmacist, licensed practitioner, or authorized 

employee of the Department of Health and Social Services responsible for 

utilization review of prescription drugs for the medical assistance program under 

AS 47.07, to the extent that the information relates specifically to utilization 

review of prescription drugs provided to recipients of medical assistance; 

(9) the state medical examiner, to the extent that the information 

relates specifically to investigating the cause and manner of a person's death; and 

(10) an authorized employee of the Department of Health and 

Social Services may receive information from the database that does not disclose 

the identity of a patient, prescriber, dispenser, or dispenser location, for the 

purpose of identifying and monitoring public health issues in the state; however, 

the information provided under this paragraph may include the region of the 

state in which a patient, prescriber, and dispenser are located and the specialty of 

the prescriber. 

* Sec. 16. AS 17.30.200(e) is amended to read: 

( e) The failure of a pharmacist-in-charge, pharmacist, or practitioner to 

register or submit information to the database as required under this section is 

grounds for the board to take disciplinary action against the license or registration of 

the pharmacy or pharmacist or for another licensing board to take disciplinary action 

against a practitioner. 

* Sec.17. AS 17.30.200(h) is amended to read: 

(h) An individual who has submitted information to the database in 

accordance with this section may not be held civilly liable for having submitted the 

information. [NOTHING IN THIS SECTION REQUIRES OR OBLIGATES A 

DISPENSER OR PRACTITIONER TO ACCESS OR CHECK THE DAT ABASE 

BEFORE DISPENSING, PRESCRIBING, OR ADMINISTERING A 

MEDICATION, OR PROVIDING MEDICAL CARE TO A PERSON.] Dispensers or 

practitioners may not be held civilly liable for damages for accessing or failing to 

access the information in the database. 
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• 
* Sec. 18. AS 17.30.200(k) is amended to read: 

(k) In the regulations adopted under this section, the board shall provide 

(1) that prescription information in the database [SHALL] be purged 

from the database after two years have elapsed from the date the prescription was 

dispensed; 

(2) a method for an individual to challenge information in the database 

about the individual that the person believes is incorrect or was incorrectly entered by 

a dispenser.i. 

(3) a procedure and time frame for registration with the database; 

(4) that a pharmacist or practitioner review the information in the 

database to check a patient's prescription records before dispensing, prescribing, 

or administering a controlled substance to the patient; the regulations must 

provide that a pharmacist or practitioner is not required to review . the 

information in the database before dispensing, prescribing, or administering a 

controlled substance to a person who is receiving treatment 

(A) in an inpatient setting; 

(B) at the scene of an emergency or in an ambulance; in this 

subparagraph, "ambulance" has the meaning given in AS 18.08.200; 

(C) in an emergency room; or 

(D) immediately before, during, or within the first 24 hours 

after surgery. 

* Sec. 19. AS 17.30.200 is amended by adding new subsections to read: 

(o) A pharmacist who dispenses or a practitioner who prescribes, administers, 

or directly dispenses a schedule II, III, or IV controlled substance under federal law 

shall register with the database by a procedure and in a format established by the 

board. 

(p) The board shall promptly notify the State Medical Board, the Board of 

Nursing, the Board of Dental Examiners, and the Board of Examiners in Optometry 

when a practitioner registers with the database under (o) of this section. 

( q) The board is authorized to provide unsolicited notification to a pharmacist 

or practitioner if a patient has received one or more prescriptions for controlled 
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substances in quantities or with a frequency inconsistent with generally recognized 

standards of safe practice. 

(r) The board shall update the database on at least a weekly basis with the 

information submitted to the board under (b) of this section. 

* Sec. 20. AS 37.05.146(c) is amended by adding a new paragraph to read: 

(88) monetary recoveries under AS 09.58 (Alaska Medical Assistance 

False Claim and Reporting Act) . 

* Sec. 21. AS 40.25.120(a) is amended by adding a new paragraph to read: 

(15) records relating to proceedings under AS 09.58 (Alaska Medical 

Assistance False Claim and Reporting Act). 

* Sec. 22. AS 44.33 is amended by adding a new section to read: 

Article SA. Telemedicine Business Registry. 

Sec. 44.33.381. Telemedicine business registry. (a) The department shall 

adopt regulations for establishing and maintaining a registry of businesses performing 

telemedicine services in the state. 

(b) The department shall maintain the registry of businesses performing 

telemedicine services in the state. The registry must include the name, address, and 

contact information of businesses performing telemedicine services in the state. 

( c) In this section, 

(1) "department" means the Department of Commerce, Community, 

and Economic Development; 

(2) "telemedicine services" means the delivery of health care services 

using the transfer of medical data through audio, visual, or data communications that 

are performed over two or more locations by a provider who is physically separated 

from the recipient of the health care services. 

* Sec. 23. AS 47.05 .015 is amended by adding a new subsection to read: 

(e) Notwithstanding (c) of this section, the department may enter into a 

contract through the competitive bidding process under AS 36.30 (State Procurement 

Code) for medical assistance products and services offered under AS 47.07.030 if the 

contract is for durable medical equipment or specific medical services that can be 

delivered on a statewide basis. 
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* Sec. 24. AS 47.05 is amended by adding a new section to article 1 to read: 

Sec. 47.05.105. Enhanced computerized eligibility verification system. (a) 

The department shall establish an enhanced computerized income, asset, and identity 

eligibility verification system for the purposes of verifying eligibility, eliminating 

duplication of public assistance payments, and deterring waste and fraud in public 

assistance programs administered by the epartment under AS 47.05 .010. Nothing in 

this section prohibits the department from verifying eligibility for public assistance 

through additional procedures or authorizes the department or a third-party vendor to 

use data to verify eligibility for a federal program if the use of that data is prohibited 

by federal law. 

(b) The department shall enter into a competitively bid contract with a third­

party vendor for the purpose of developing a system under this section to prevent 

fraud, misrepresentation, and inadequate documentation when determining an 

applicant's eligibility for public assistance before the payment of benefits and for 

periodically verifying eligibility between eligibility redeterminations and during 

eligibility redeterminations and reviews under AS 47.05 .110 - 47.05 .120. The 

department may also contract with a third-party vendor to provide information to 

facilitate reviews ofrecipient eligibility and income verification. 

( c) The annual savings to the state resulting from the use of the system under 

this section must exceed the cost of implementing the system . A contract under this 

section must require the third-party vendor to report annual savings to the state 

realized from implementing the system. Payment to the third-party vendor may be 

based on a fee for each applicant and may include incentives for achieving a rate of 

success established by the department for identifying duplication, waste, and fraud in 

public assistance programs. 

( d) To avoid a conflict of interest, the department may not award a contract to 

provide services for the enrollment of public assistance providers or applicants under 

this title to a vendor that is awarded a contract under this section. 

* Sec. 25. AS 47.05 .200(a) is amended to read: 

(a) The department shall annually contract for independent audits of a 

statewide sample of all medical assistance providers in order to identify overpayments 
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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 may not be less than 50 each year [, AS A TOTAL FOR THE 

MEDICAL ASSISTANCE PROGRAMS UNDER AS 47.07 AND AS 47.08, SHALL 

BE 0.75 PERCENT OF ALL ENROLLED PROVIDERS UNDER THE 

PROGRAMS, ADJUSTED ANNUALLY ON JULY I, 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 of a variety of provider types. 

The department may not award a contract 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 of 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. In identifying providers who are subject to an audit 

under this chapter, the department shall attempt to minimize concurrent state or 

federal audits. 

* Sec. 26. AS 47.05 .200(b) is amended to read: 

(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 of all audit reports to the attorney general so that the reports can be 

screened for the purpose of bringing criminal charges. The department may assess 

interest and penalties on any identified overpayment. Interest under this 

subsection shall be calculated using the statutory rates for postjudgment interest 
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accruing from the date of the issuance of the final agency decision to recoup 

overpayments identifie~ in the audit. In this subsection, the date of issuance of 

the final agency decision is the later of the date of 

(1) the department's written notification of the decision and the 

provider's appeal rights; or 

{2) if timely appealed by the provider, a final agency decision 

under AS 44.64.060. 

* Sec. 27. AS 47.05 is amended by adding a new section to read: 

Sec. 47.05.235. Duty to identify and repay self-identified overpayments. (a) 

Unless a provider is being audited under AS 47.05.200(a), an enrolled medical 

assistance provider shall conduct a biennial review or audit of a statistically valid 

sample of claims submitted to the department for reimbursement. If overpayments are 

identified, the medical assistance provider shall report the overpayment to the 

department not later than 10 business days after identification of the overpayment. The 

report must also identify how the medical assistance provider intends to repay the 

department. After the department receives the report, the medical assistance provider 

and the department shall enter into an agreement establishing a schedule for 

repayment of the identified overpayment. The agreement may authorize repayment in 

a lump sum, a payment plan, or by offsetting future billings as approved by the 

department. 

(b) The department may not assess interest or penalties on an overpayment 

identified and repaid by a medical assistance provider under this section. 

* Sec. 28. AS 47.05 is amended by adding new sections to read: 

Sec. 47.05.250. Civil penalties. (a) The department may assess a civil penalty 

against a provider who violates this chapter, AS 47.07, or regulations adopted under 

this chapter or AS 47.07. 

(b) The department shall adopt regulations establishing a range of civil 

penalties that the department may assess against a provider under this section. In 

establishing the range of civil penalties, the department shall take into account 

appropriate factors, including the seriousness of the violation, the service provided by 

the provider, and the severity of the penalty. The regulations may not provide for a 
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civil penalty of Jess than $100 or more than $25,000 for each violation. 

( c) The provisions of this section are in addition to any other remedies 

available under this chapter, AS 47.07, or regulations adopted under this chapter or 

AS 47.07. 

(d) A provider against whom a civil penalty of Jess than $2,500 is assessed 

may appeal the decision assessing the penalty to the commissioner or the 

commissioner's designee. The commissioner shall, by regulation, establish time limits 

and procedures for an appeal under this subsection. The decision of the commissioner 

or the commissioner's designee may be appealed to the office of administrative 

hearings established under AS 44.64. 

(e) A provider against whom a civil penalty of $2,500 or more is assessed may 

appeal the decision assessing the penalty to the office of administrative hearings 

established under AS 44.64. 

Sec. 47.05.260. Seizure and forfeiture of real or personal property in 

medical assistance fraud cases. (a) Upon written application by the attorney general 

establishing probable cause that a medical assistance provider has committed or is 

committing medical assistance fraud under AS 47.05.210, the court may authorize the 

seizure of real or personal property listed in ( e) of this section to cover the cost of the 

alleged fraud. The application may be made ex parte if the attorney general establishes 

sufficient facts to show that notice to the owner of the property would lead to the 

waste or dissipation of assets subject to seizure. If the attorney general does not 

establish sufficient facts to show that notice to the owner would lead to the waste or 

dissipation of assets subject to seizure, the application for seizure must be served on 

the owners of the property. 

(b) Upon issuance of the court order authorizing seizure, the owners of the 

property may not take any action to dispose of the property through transfer of title or 

sale of the property without written permission from the court. However, an innocent 

purchaser may not be required to forfeit property purchased in good faith. The 

purchaser bears the burden of proof to establish that the property was purchased 

innocently and in good faith . 

( c) If a medical assistance provider is convicted of medical assistance fraud 
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under AS 47.05.210 after property is seized under this section, the court may order 

that the property be forfeited to the state and disposed of as directed by the court. If 

the property has been sold, the proceeds of the sale shall be transmitted to the proper 

state officer or employee for deposit into the general fund . The attorney general shall 

return to the owner of the property any property seized under this section that the court 

does not order to be forfeited as soon as practicable after the court issues a final 

judgment in the medical assistance fraud proceeding under AS 47.05.210 and the 

medical assistance provider pays any fine or restitution ordered by the court. 

( d) An action for forfeiture under this section may be joined with a civil or 

criminal action brought by the state to recover damages resulting from alleged medical 

assistance fraud . 

( e) Property that may be seized under this chapter includes bank accounts, 

automobiles, boats, airplanes, stocks, bonds, the medical assistance provider's business 

inventory, and other real or personal property owned and used to conduct the medical 

assistance provider's business. 

Sec. 47.05.270. Medical assistance reform program. (a) The department 

shall adopt regulations to design and implement a program for reforming the state 

medical assistance program under AS 47.07. The reform program must include 

(1) referrals to community and social support services, including career 

and education training services available through the Department of Labor and 

Workforce Development under AS 23 .15, the University of Alaska, or other sources; 

(2) electronic distribution of an explanation of medical assistance 

benefits to recipients for health care services received under the program; 

(3) expanding the use of telehealth for primary care, behavioral health, 

and urgent care; 

(4) enhancing fraud prevention, detection, and enforcement; 

(5) reducing the cost of behavioral health, senior, and disabilities 

services provided to recipients of medical assistance under the state's home and 

community-based services waiver under AS 47.07.045; 

(6) pharmacy initiatives; 

(7) enhanced care management; 
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(8) redesigning the payment process by implementing fee agreements 

that include one or more of the following: 

(A) premium payments for centers of excellence; 

(B) penalties for hospital-acquired infections, readmissions, 

and outcome failures ; 

(C) bundled payments for specific episodes of care; or 

(D) global payments for contracted payers, primary care 

managers, and case managers for a recipient or for care related to a specific 

diagnosis; 

(9) stakeholder involvement in setting annual targets for quality and 

cost-effectiveness; 

(10) to the extent consistent with federal law, reducing travel costs by 

requiring a recipient to obtain medical services in the recipient's home community, to 

the extent appropriate services are available in the recipient's home community; 

(11) guidelines for health care providers to develop health care 

delivery models supported by evidence-based practices that encourage wellness and 

disease prevention. 

(b) The department shall, in coordination with the Alaska Mental Health Trust 

Authority, efficiently manage a comprehensive and integrated behavioral health 

program that uses evidence-based, data-driven practices to achieve positive outcomes 

for people with mental health or substance abuse disorders and children with severe 

emotional disturbances. The goal of the program is to assist recipients of services 

under the program to recover by achieving the highest level of autonomy with the least 

dependence on state-funded services possible for each person. The program must 

include 

(1) a plan for providing a continuum of community-based services to 

address housing, employment, criminal justice, and other relevant issues; 

(2) services from a wide array of providers and disciplines, including 

licensed or certified mental health and primary care professionals; and 

(3) efforts to reduce operational barriers that fragment services, 

minimize administrative burdens, and reduce the effectiveness and efficiency of the 
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program. 

(c) The department shall identify the areas of the state where improvements in 

access to telehealth would be most effective in reducing the costs of medical 

assistance and improving access to health care services for medical assistance 

recipients. The department shall make efforts to improve access to telehealth for 

recipients in those locations. The department may enter into agreements with Indian 

Health Service providers, if necessary, to improve access by medical assistance 

recipients to telehealth facilities and equipment. 

(d) On or before November 15 of each year, the department shall prepare a 

report and submit the report to the senate secretary and the chief clerk of the house of 

representatives and notify the legislature that the report is available. The report must 

include 

(1) realized cost savings related to reform efforts under this section; 

(2) realized cost savings related to medical assistance reform efforts 

undertaken by the department other than the reform efforts described in this Act; 

(3) a statement of whether the department has met annual targets for 

quality and cost-effectiveness; 

(4) recommendations for legislative or budgetary changes related to 

medical assistance reforms during the next fiscal year; 

(5) changes in federal laws that the department expects will result in a 

cost or savings to the state of more than $1,000,000; 

(6) a description of any medical assistance grants, options, or waivers 

the department applied for in the previous fiscal year; 

(7) the results of demonstration projects the department has 

implemented; 

(8) legal and technological barriers to the expanded use of telehealth, 

improvements in the use of telehealth in the state, and recommendations for changes 

or investments that would allow cost-effective expansion oftelehealth; 

(9) the percentage decrease in costs of travel for medical assistance 

recipients compared to the previous fiscal year; 

(10) the percentage decrease in the number of medical assistance 
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recipients identified as frequent users of emergency departments compared to the 

previous fiscal year; 

(11) the percentage increase or decrease in the number of hospital 

readmissions within 30 days after a hospital stay for medical assistance recipients 

compared to the previous fiscal year; 

(12) the percentage increase or decrease in state general fund spending 

for the average medical assistance recipient compared to the previous fiscal year; 

(13) the percentage increase or decrease in uncompensated care costs 

incurred by medical assistance providers compared to the percentage change in private 

health insurance premiums for individual and small group health insurance; 

(14) the cost, in state and federal funds , for providing optional services 

under AS 47.07.030(b). 

(e) In this section, "telehealth" means the practice of health care delivery, 

evaluation, diagnosis, consultation, or treatment, using the transfer of health care data 

through audio, visual, or data communications, performed over two or more locations 

between providers who are physically separated from the recipient or from each other 

or between a provider and a recipient who are physically separated from each other. 

* Sec. 29. AS 47.07.030(d) is amended to read: 

(d) The department shall [MAY] establish as optional services a primary care 

case management system or a managed care organization contract in which certain 

eligible individuals are required to enroll and seek approval from a case manager or 

the managed care organization before receiving certain services. The purpose of a 

primary care case management system or managed care organization contract is 

to increase the ·use of appropriate primary and preventive care by medical 

assistance recipients, while decreasing the unnecessary use of specialty care and 

hospital emergency department services. The department shall 

ill establish enrollment criteria and determine eligibility for services 

consistent with federal and state law; the department shall require recipients with 

multiple hospitalizations to enroll in a primary care case management system or 

with a managed care organization under this subsection, except that the 

department may exempt recipients with chronic, acute, or terminal medical 
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conditions from the requirement under this paragraph; 

(2) define the coordinated care services and provider types eligible 

to participate as primary care providers; 

(3) create a performance and quality reporting system; and 

(4) integrate the coordinated care demonstration projects 

described under AS 47.07.039 and the demonstration projects described under 

AS 47.07.036(e) with the primary care case management system or managed care 

organization contract established under this subsection. 

* Sec. 30. AS 47.07.036 is amended by adding new subsections to read: 

(d) Notwithstanding (a) - (c) of this section, the department may 

(1) apply for a section 1915(i) option under 42 U.S.C. 1396n to 

improve services and care through home and community-based services to obtain a 50 

percent federal match; 

(2) apply for a section l9I5(k) option under 42 U.S.C. 1396n to 

provide home and community-based services and support to increase the federal match 

for these programs from 50 percent to 56 percent; 

(3) apply for a section 1945 option under 42 U.S.C. 1396w-4 to 

provide coordinated care through health homes for individuals with chronic conditions 

and to increase the federal match for the services to 90 percent for the first eight 

quarters the required state plan amendment is in effect; 

(4) evaluate and seek permission from the United States Department of 

Health and Human Services Centers for Medicare and Medicaid Services to participate 

in various demonstration projects, including payment reform, care management 

programs, workforce development and innovation, and innovative services delivery 

models; and 

(5) provide incentives for telehealth, including increasing the 

capability for and reimbursement of telehealth for recipients. 

(e) Notwithstanding (a) - (c) of this section, and in addition to the projects and 

services described under (d) and (f) of this section, the department shall apply for a 

section 1115 waiver under 42 U.S.C. I315(a) to establish one or more demonstration 

projects focused on innovative payment models for one or more groups of medical 
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assistance recipients in one or more specific geographic areas. The demonstration 

project or projects may include 

(1) managed care organizations as described under 42 U.S.C. 1396u-2; 

(2) community care organizations; 

(3) patient-centered medical homes as described under 42 U.S.C. 256a-

1; or 

( 4) other innovative payment models that ensure access to health care 

without reducing the quality of care. 

(f) Notwithstanding (a) - (c) of this section, and in addition to the projects and 

services described under ( d) and ( e) of this section, the department shall apply for a 

section 1115 waiver under 42 U.S.C. 1315(a) to establish one or more demonstration 

projects focused on improving the state's behavioral health system for medical 

assistance recipients. The department shall engage stakeholders and the community in 

the development of a project or projects under this subsection. The demonstration 

project or projects must be consistent with the comprehensive and integrated 

behavioral health program described under AS 47.05 .270(b). 

(g) In this section, "telehealth" has the meaning given in AS 47.05.270(e). 

* Sec. 31. AS 47.07 is amended by adding new sections to read: 

Sec. 47.07.038. Collaborative, hospital-based project to reduce use of 

emergency department services. (a) On or before December 1, 2016, the department 

shall collaborate with a statewide professional hospital association to establish a 

hospital-based project to reduce the use of emergency department services by medical 

assistance recipients. The statewide professional hospital association shall operate the 

project. The project may include shared savings for participating hospitals. The project 

must include 

(1) an interdisciplinary process for defining, identifying, and 

minimizing the number of frequent users of emergency department services; 

(2) to the extent consistent with federal Jaw, a system for real-time 

electronic exchange of patient information, including recent emergency department 

visits, hospital care plans for frequent users of emergency departments, and data from 

the controlled substance prescription database; 
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(3) a procedure for educating patients about the use of emergency 

departments and appropriate alternative services and facilities for nonurgent care; 

(4) a process for assisting users of emergency departments in making 

appointments with primary care or behavioral health providers within 96 hours after 

an emergency department visit; 

(5) a collaborative process between the department and the statewide 

professional hospital association to establish uniform statewide guidelines for 

prescribing narcotics in an emergency department; and 

(6) designation of health care personnel to review successes and 

challenges regarding appropriate emergency department use. 

(b) The department shall adopt regulations necessary to implement this 

section, request technical assistance from the United States Department of Health and 

Human Services, and apply to the United States Department of Health and Human 

Services for waivers or amendments to the state plan as necessary to implement the 

projects under this section. 

Sec. 47.07.039. Coordinated care demonstration projects. (a) The 

department shall contract with one or more third parties to implement one or more 

coordinated care demonstration projects for recipients of medical assistance identified 

by the department. The purpose of a demonstration project under this section is to 

assess the efficacy of a proposed health care delivery model with respect to cost for, 

access to, and quality of care for medical assistance recipients. The department may 

contract for separate demonstration projects to coordinate care for different groups of 

medical assistance recipients to achieve more effective care for recipients at greater 

cost savings for the medical assistance program. The department shall request 

proposals for at least one project under this section on or before December 31, 2016, 

and may annually request proposals for additional projects under this section 

thereafter. The department may use an innovative procurement process as described 

under AS 36.30.308 to award a contract for a project under this section. A proposal for 

a demonstration project under this section must be submitted to the committee 

established under (b) of this section and must include three or more of the following 

elements: 
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(1) comprehensive primary-care-based ma:tVtgement for medical 

assistance services, including behavioral health services and coordination of long-term 

services and support; 

(2) care coordination, including the assignment of a primary care 

provider located in the local geographic area of the recipient, to the extent practical; 

(3) health promotion; 

(4) comprehensive transitional care and follow-up care after inpatient 

treatment; 

(5) referral to community and social support services, including career 

and education training services available through the Department of Labor and 

Workforce Development under AS 23 .15, the University of Alaska, or other sources; 

(6) sustainability and the ability to achieve similar results in other 

regions of the state; 

(7) integration and coordination of benefits, services, and utilization 

management; 

(8) local accountability for health and resource allocation. 

(b) A project review committee is established in the department for the 

purpose of reviewing proposals for demonstration projects under this section. The 

project review committee consists of 

(1) the commissioner of the department, or the commissioner's 

designee; 

(2) the commissioner of administration, or the commissioner's 

designee; 

(3) the chief executive officer of the Alaska Mental Health Trust 

Authority, or the chief executive officer's designee; 

(4) two representatives of stakeholder groups, appointed by the 

governor for staggered three-year terms; 

(5) a nonvoting member who is a member of the senate, appointed by 

the president of the senate; and 

(6) a nonvoting member who is a member of the house of 

representatives, appointed by the speaker of the house ofrepresentatives. 
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( c) The department may contract with a managed care organization, primary 

care case manager, accountable care organization, prepaid ambulatory health plan, or 

provider-led entity to implement a demonstration project under this section. The fee 

structure for a contract under this subsection may include global payments, bundled 

payments, capitated payments, shared savings and risk, or other payment structures. 

The department shall work with the division of insurance, Department of Commerce, 

Community, and Economic Development, to streamline the application process for a 

company to obtain a certificate of authority required under AS 21.09.010 as necessary 

to participate in a demonstration project under this section. 

(d) A proposal for a demonstration project under this section must include, in 

addition to the elements required under (a) of this section, information demonstrating 

how the project will implement additional cost-saving measures including innovations 

to reduce the cost of care for medical assistance recipients through the expanded use 

of telehealth for pnmary care, urgent care, and behavioral health services. The 

department shall identify legal or cost barriers preventing the expanded use of 

telehealth and shall recommend remedies for identified barriers. 

( e) The department shall contract with a third-party actuary to review 

demonstration projects established under this section. The actuary shall review each 

demonstration project after one year of implementation and make recommendations 

for the implementation of a similar project on a statewide basis. The actuary shall 

evaluate each project based on cost savings for the medical assistance program, health 

outcomes for participants in the project, and the ability to achieve similar results on a 

statewide basis. On or before December 31 of each year starting in 2018, the actuary 

shall submit a final report to the department regarding any demonstration project that 

has been in operation for at least one year. 

(f) The department shall prepare a plan regarding regional or statewide 

implementation of a coordinated care project based on the results of the demonstration 

projects under this section. On or before November 15, 2019, the department shall 

submit the plan to the senate secretary and the chief clerk of the house of 

representatives and notify the legislature that the plan is available. On or before 

November 15 of each year thereafter, the department shall submit a report regarding 
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any changes or recommendations regarding the plan developed under this subsection 

to the senate secretary and the chief clerk of the house of representatives and notify the 

legislature that the report is available. 

(g) In this section, "telehealth" has the meaning given in AS 47.05.270(e). 

* Sec. 32. AS 47.07 is amended by adding a new section to read: 

Sec. 47.07.076. Report to legislature. (a) The department and the attorney 

general shall annually prepare a report relating to the medical assistance program 

under AS 47.07. The report must include the following information: 

(1) the amount and source of funds used to prevent or prosecute fraud, 

abuse, payment errors, and errors in eligibility determinations for the previous fiscal 

year; 

(2) actions taken to address fraud, abuse, payment errors, and errors in 

eligibility determinations during the previous fiscal year; 

(3) specific examples of fraud or abuse that were prevented or 

prosecuted; 

( 4) identification of vulnerabilities in the medical assistance program, 

including any vulnerabilities identified by independent auditors with whom the 

department contracts under AS 47.05.200; 

(5) initiatives the department has taken to prevent fraud or abuse; 

(6) recommendations to increase effectiveness in preventing and 

prosecuting fraud and abuse; 

(7) the return to the state for every dollar expended by the department 

and the attorney general to prevent and prosecute fraud and abuse; 

(8) the most recent payment error rate measurement report for the 

medical assistance program, including fee for service programs and pilot or 

demonstration projects; the report must also explain the reasons for the payment errors 

and the total amount of state and federal funds paid in error during the reporting period 

and not recovered by the department at the time of the report; 

(9) results from the Medicaid Eligibility Quality Control program. 

(b) On or before November 15 of each year, the department shall submit the 

report required under this section to the senate secretary and the chief clerk of the 
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house of representatives and notify the legislature that the report is available. 

2 * Sec. 33. AS 47.07.900(4) is amended to read: 

3 (4) "clinic services" means services provided by state-approved 

4 outpatient community mental health clinics [THA T RECEIVE GRANTS UNDER 

5 AS 47.30.520 - 47.30.620], state-operated community mental health clinics, outpatient 

6 surgical care centers, and physician clinics; 

7 * Sec. 34. AS 47.07.900(17) is amended to read: 

8 (17) "rehabilitative services" means services for substance abusers and 

9 emotionally disturbed or chronically mentally ill adults provided by 

10 (A) a drug or alcohol treatment center [THAT IS FUNDED 

11 WITH A GRANT UNDER AS 47.30.475]; or 

12 (B) an outpatient community mental health clinic [THA T HAS 

13 A CONTRACT TO PROVIDE COMMUNITY MENTAL HEALTH 

14 SERVICES UNDER AS 47.30.520 - 47.30.620] ; 

15 * Sec. 35. AS 47.55.020(e) is amended to read: 

16 ( e) As a condition for receipt of payment assistance under ( d) of this section, 

17 the department, under regulations adopted by the department, shall [MAY] require a 

18 person to 

19 ill apply for other state or federally sponsored programs that may 

20 reduce the amount of the payment assistance; and 

21 (2) submit to the department a copy of the person's application for 

22 medical assistance coverage under AS 47.07 and the decision letter the person 

23 receives regarding the application. 

24 * Sec. 36. AS 09.58.020, 09.58.030, 09.58.040, 09.58.050, and 09.58.060 are repealed 

25 July 1, 2019. 

26 * Sec. 37. The uncodified law of the State of Alaska is amended by adding a new section to 

27 read: 

28 INDIRECT COURT RULE AMENDMENTS. (a) AS 09.58.020, added by sec. 10 of 

29 this Act, and repealed by sec. 36 of this Act, has the effect of amending the following court 

30 rules in the manner specified from the effective date of sec. 10 of this Act until July 1, 2019: 

31 (1) Rules 4, 5, 7, and 12, Alaska Rules of Civil Procedure, by requiring that a 
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1 complaint under AS 09.58 be filed in camera and under seal and may not be served on the 

2 defendant until unsealed and that a copy of the complaint be served on the attorney general; 

3 (2) Rules 41 and 77, Alaska Rules of Civil Procedure, by authorizing the 

4 attorney general to move for dismissal of a complaint filed by another person under 

5 AS 09.58 .020, added by sec. 10 of this Act and repealed by sec. 36 of this Act, and requiring 

6 court approval for dismissal of the action. 

7 (b) AS 09.58.025, added by sec. 10 of this Act, and amended by sec. 11 of this Act, 

8 has the effect of amending Rule 27, Alaska Rules of Civil Procedure, by authorizing the 

9 attorney general to issue subpoenas as part of an investigation 

10 (1) under AS 09.58.015, added by sec. 10 of this Act, from the effective date 

11 of sec. 10 of this Act; and 

12 (2) under AS 09.58.020, added by sec. 10 of this Act, from the effective date 

13 of sec. 10 of this Act until July 1, 2019. 

14 (c) AS 09.58.030, added by sec. 10 of this Act, and· repealed by sec. 36 of this Act, 

15 has the effect of amending the following court rules in the manner specified from the effective 

16 date of sec. 10 of this Act until July 1, 2019: 

17 (1) Rule 24, Alaska Rules of Civil Procedure, by authorizing the attorney 

18 general to intervene in a civil action filed by another person under AS 09.58.020 added by 

19 sec. 10 of this Act, and repealed by sec. 36 of this Act, and limiting the participation of a party 

20 to the litigation; 

21 (2) Rules 26 and 27, Alaska Rules of Civil Procedure, by authorizing the 

22 attorney general to request that the court issue a stay of discovery for a 90-day period, or 

23 longer upon a showing by the attorney general. 

24 (d) AS 09.58.040, added by sec. 10 of this Act, and repealed by sec. 36 of this Act, 

25 has the effect of amending Rules 79 and 82, Alaska Rules of Civil Procedure, from the 

26 effective date of sec. 10 of this Act until July 1, 2019, by giving a person who brings an action 

27 under AS 09.58.020, added by sec. 10 of this Act, and repealed by sec. 36 of this Act, the 

28 right to reasonable attorney fees and costs in an action prosecuted by the attorney general. 

29 (e) AS 47.05.260, added by sec. 28 of this Act, has the effect of amending Rule 89, 

30 Alaska Rules of Civil Procedure, and Rule 37, Alaska Rules of Criminal Procedure, by 

31 authorizing the attorney general to apply to the court for authorization to seize property in 
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1 conjunction with an action filed under AS 47.05.210. 

2 * Sec. 38. The uncodified law of the State of Alaska is amended by adding a new section to 

3 read: 

4 IMPLEMENT FEDERAL POLICY ON TRIBAL MEDICAID REIMBURSEMENT. 

5 (a) The Department of Health and Social Services shall collaborate with Alaska tribal health 

6 organizations and the United States Department of Health and Human Services to fully 

7 implement changes in federal policy that authorize 100 percent federal funding for services 

8 provided to American Indian and Alaska Native individuals eligible for Medicaid. 

9 (b) Within 30 days after the date the Centers for Medicare and Medicaid Services 

10 issues a final policy regarding the circumstances in which 100 percent federal funding is 

11 available for medical assistance services received through the United States Indian Health 

12 Service or tribal health facilities, the Department of Health and Social Services shall notify 

13 and submit a report to the co-chairs of the house and senate finance committees of the Alaska 

14 State Legislature that includes an estimate of the savings to the state resulting from the final 

15 policy. Within six months after the date the Centers for Medicare and Medicaid Services 

16 issues the final policy, the Department of Health and Social Services shall fully implement the 

17 policy in the state. 

18 ( c) In this section, "Alaska tribal health organization" means an organization 

19 recognized by the United States Indian Health Service to provide health-related services. 

20 * Sec. 39. The uncodified law of the State of Alaska is amended by adding a new section to 

21 read: 

22 HEALTH INFORMATION INFRASTRUCTURE PLAN. (a) The Department of 

23 Health and Social Services shall develop a health information infrastructure plan to strengthen 

24 the health information infrastructure, including health data analytics capability. The purpose 

25 of the health information infrastructure plan is to transform the health care system in the state 

26 by providing 

27 (1) data required by health care providers for care coordination and quality 

28 improvement; and 

29 (2) the information support required by the Department of Health and Social 

30 Services and health care providers to enable development and implementation of the other 

31 provisions of this Act. 
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1 (b) To the greatest extent practicable, the health information infrastructure plan will 

2 leverage existing resources, including the health information exchange, and will identify 

3 opportunities for integrating and streamlining health data systems administered by the state. 

4 * Sec. 40. The uncodified law of the State of Alaska is amended by adding a new section to 

5 read: 

6 FEASIBILITY STUDIES FOR THE PROVISION OF SPECIFIED STATE 

7 SERVICES. (a) The Department of Health and Social Services shall procure a study 

8 analyzing the feasibility of privatizing services delivered at Alaska Pioneers' Homes and 

9 select facilities of the division of juvenile justice. The Department of Health and Social 

10 Services shall deliver a report summarizing the conclusions of the Department of Health and 

11 Social Services to the senate secretary and the chief clerk of the house of representatives and 

12 notify the legislature that the report is available within 10 days after the convening of the First 

13 Regular Session of the Thirtieth Alaska State Legislature. 

14 (b) The Department of Health and Social Services, in conjunction with the Alaska 

15 Mental Health Trust Authority, shall procure a study analyzing the feasibility of privatizing 

16 services delivered at the Alaska Psychiatric Institute. The Department of Health and Social 

17 Services and the Alaska Mental Health Trust Authority shall deliver a joint report 

18 summarizing the conclusions of the Department of Health and Social Services and the Alaska 

19 Mental Health Trust Authority to the senate secretary and the chief clerk of the house of 

20 representatives and notify the legislature that the report is available within 10 days after the 

21 convening of the First Regular Session of the Thirtieth Alaska State Legislature. 

22 (c) The Department of Administration shall, in collaboration with the house and 

23 senate finance committees, procure a study to be completed on or before June 30, 2017, to 

24 determine the feasibility of creating a health care authority to coordinate health care plans and 

25 consolidate purchasing effectiveness for all state employees, retired state employees, retired 

26 teachers, medical assistance recipients, University of Alaska employees, employees of state 

27 corporations, and school district employees and to develop appropriate benefit sets, rules, 

28 cost-sharing, and payment structures for all employees and individuals whose health care 

29 benefits are funded directly or indirectly by the state, with the goal of achieving the greatest 

30 possible savings to the state through a coordinated approach administered by a single entity. 

31 In developing the study, the Department of Administration shall seek input from the 
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1 Department of Health and Social Services, administrators familiar with managing government 

2 employee health plans, and human resource professionals familiar with self-insured health 

3 care plans. The study must 

4 (1) identify cost-saving strategies that a health care authority could implement; 

5 (2) analyze local government participation in the authority; 

6 (3) analyze a phased approach to adding groups to the health care plans 

7 coordinated by the health care authority; 

8 (4) consider previous studies procured by the Department of Administration 

9 and the legislature; 

10 (5) assess the use of community-related health insurance risk pools and the use 

11 of the private marketplace; 

12 (6) identify organizational models for a health care authority, including private 

13 for-profit, private nonprofit, government, and state corporations; and 

14 (7) include a public review and comment opportunity for employers, 

15 employees, medical assistance recipients, retirees, and health care providers. 

16 (d) In this section, "school district" has the meaning given in AS 14.30.350. 

17 * Sec. 41. The uncodified law of the State of Alaska is amended by adding a new section to 

18 read: 

19 MEDICAID STATE PLAN; WAIVERS; INSTRUCTIONS; NOTICE TO REVISOR 

20 OF STATUTES. The Department of Health and Social Services shall amend and submit for 

21 federal approval a state plan for medical assistance coverage consistent with this Act. The 

22 Department of Health and Social Services shall apply to the United States Department of 

23 Health and Human Services for any waivers necessary to implement this Act. The 

24 commissioner of health and social services shall certify to the reviser of statutes if the 

25 provisions of AS 47.05.270(a)(5), (8), and (10), added by sec. 28 of this Act, and the 

26 provisions of AS 47.07.038, added by sec. 31 of this Act, are approved by the United States 

27 Department of Health and Human Services. 

28 * Sec. 42. The uncodified law of the State of Alaska is amended by adding a new section to 

29 read: 

30 TRANSITION: REGULATIONS. (a) The Department of Health and Social Services 

31 may adopt regulations necessary to implement the changes made by this Act. The regulations 
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1 take effect under AS 44.62 (Administrative Procedure Act), but not before the effective date 

2 of the relevant provision of this Act implemented by the regulation. 

3 (b) The Board of Pharmacy may adopt regulations necessary to implement the 

4 changes made by secs. 13 - 19 of this Act. The regulations take effect under AS 44.62 

5 (Administrative Procedure Act), but not before the effective date of the relevant provision of 

6 secs. 13 - 19 of this Act implemented by the regulation. 

7 * Sec. 43. The uncodified law of the State of Alaska is amended by adding a new section to 

8 read: 

9 CONDITIONAL EFFECT. (a) AS 47.05.270(a)(5), enacted by sec. 28 of this Act, 

10 takes effect only if the commissioner of health and social services certifies to the revisor of 

11 statutes under sec. 41 of this Act, on or before October 1, 2017, that all of the provisions 

12 added by AS 47.05.270(a)(5) have been approved by the United States Department of Health 

13 and Human Services. 

14 (b) AS 47.05.270(a)(8), enacted by sec. 28 of this Act, takes effect only if the 

15 commissioner of health and social services certifies to the revisor of statutes under sec. 41 of 

16 this Act, on or before October 1, 2017, that all of the provisions added by AS 47.05 .270(a)(8) 

17 have been approved by the United States Department of Health and Human Services. 

18 (c) AS 47.05.270(a)(l0), enacted by sec. 28 of this Act, takes effect only if the 

19 commissioner of health and social services certifies to the revisor of statutes under sec. 41 of 

20 this Act, on or before October 1, 2017, that all of the provisions added by 

21 AS 47.05.270(a)(l0) have been approved by the United States Department of Health and 

22 Human Services. 

23 (d) AS 47.07.038, enacted by sec. 31 of this Act, takes effect only if the commissioner 

24 of health and social services certifies to the revisor of statutes under sec. 41 of this Act, on or 

25 before October 1, 2017, that all of the provisions added by AS 47.07.038 have been approved 

26 by the United States Department of Health and Human Services. 

27 (e) AS 09.58.020, added by sec. 10 of this Act, AS 09.58.025, added by sec. 10 of this 

28 Act and amended by sec. 11 of this Act, AS 09.58.030, added by sec. 10 of this Act and 

29 repealed by sec. 36 of this Act, AS 09.58 .040, added by sec. 10 of this Act, and AS 47.05.260, 

30 added by sec. 28 of this Act, take effect only if sec. 37 of this Act receives the two-thirds 

31 majority vote of each house required by art. IV, sec. 15, Constitution of the State of Alaska. 
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1 * Sec. 44. If AS 47.05 .270(a)(5), enacted by sec. 28 of this Act, takes effect, it takes effect 

2 on the day after the date the commissioner of health and social services makes a certification 

3 to the revisor of statutes under secs. 41 and 43(a) of this Act. 

4 * Sec. 45. If AS 47.05 .270(a)(8), enacted by sec. 28 of this Act, takes effect, it takes effect 

5 on the day after the date the commissioner of health and social services makes a certification 

6 to the revisor of statutes under secs. 41 and 43(b) of this Act. 

7 * Sec. 46. If AS 47.05.270(a)(l0), enacted by sec. 28 of this Act, takes effect, it takes effect 

8 on the day after the date the commissioner of health and social services makes a certification 

9 to the revisor of statutes under secs. 41 and 43(c) of this Act. 

10 * Sec. 47. If AS 47.07.038, enacted by sec. 31 of this Act, takes effect, it takes effect on the 

11 day after the date the commissioner of health and social services makes a certification to the 

12 revisor of statutes under secs. 41 and 43(d) of this Act. 

13 * Sec. 48. Sections 40, 41 , 42(a), and 43 of this Act take effect immediately under 

14 AS 0I.10.070(c). 

15 * Sec. 49. Sections 13 - 19 of this Act take effect January 1, 2017. 

16 * Sec. 50. Section 42(b) of this Act takes effect July 1, 2016. 

17 * Sec. 51. Sections 11 and 12 of this Act take effect July 1, 2019. 
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Amends by prohibiting the Board of Licensed Professional Counselors from imposing 
disciplinary sanctions on a licensee for using telehealth technologies in the evaluation, 
diagnosis or treatment of a person when physically separated from the person if the 
licensee or another licensed health care provider is available to provide follow-up care, 
the licensee follows patient consent protocols for sending medical records of the 
encounter to the person's primary care provider, the licensee meets the requirements 
established by the board in regulation; and, requiring the board to adopt regulations on 
telehealth services establishing standards of care, training, confidentiality, supervision, 
practice, and related issues. 

Section 2 (page 3) 
AS 08.63.210 
Amends by prohibiting the Board of Marital and Family Therapy from imposing 
disciplinary sanctions on a licensee for using telehealth technologies in the evaluation, 
diagnosis or treatment of a person when physically separated from the person if the 
licensee or another licensed health care provider is available to provide follow-up care, 
and the licensee follows patient consent protocols for sending medical records of the 
encounter to the person ' s primary care provider, the licensee meets the requirements 
established by the board in regulation; and, requiring the board to adopt regulations on 
telehealth services establishing standards of care, training, confidentiality, supervision, 
practice, and related issues. 

Section 3 (page 3-4) 
AS 08.64.101 
Amends by adding to the duties of the State Medical Board a requirement to adopt 
regulations establishing guidelines for a physician who renders a diagnosis, provides 
treatment, or prescribes, dispenses, or administers a prescription drug to a person without 
conducting an in-person physical examination as allowed under AS 08.64.364; and, 
provides that the guidelines must include a nationally recognized model policy for 
standards of care of a patient who is at a different location than the physician. 
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Amends by prohibiting the State Medical Board from imposing disciplinary sanctions on 
a physician for rendering a diagnosis, providing treatment, or prescribing, dispensing, or 
administering a prescription drug that is not a controlled substance without an in-person 
physical examination if the physician or another licensed health care provider, or 
physician in the physician' s group practice is avai lable for fo llow-up care, and the 
physician follows patient consent protocols for sending medical records of the encounter 
to the person' s primary care provider; and removes the requirement that the physician is 
located in the state. 

Section 5 (page 4-5) 
AS 08.64.364 
Amends by prohibiting the State Medical Board from imposing disciplinary sanctions on 
a physician for prescribing, dispensing, or administering a prescription drug that is a 
controlled substance if the requirements of Section 4 are met, and the physician 
prescribes, dispenses, or administers the contro lled substance when an appropriate 
licensed health care provider is present with the patient to assist the physician with 
examination, diagnosis, and treatment; and providing that a physician may not prescribe 
an abortion-inducing drug; or prescribe, dispense, or administer a prescription drug in 
response to an Internet questiomrnire or electronic mail message to a person with whom 
the physician does not have a prior physician-patient relationship. 

Section 6 (page 5) 
AS 08.64.204 
Amends by prohibiting the Board of Psychologist and Psychological Associate 
Examiners from imposing disciplinary sanctions on a licensee for using telehealth 
technologies in the evaluation, diagnosis or treatment of a person when physically 
separated from the person if the licensee or another licensed health care provider is 
available to provide follow-up care, and the licensee follows patient consent protocols for 
sending medical records of the encounter to the person' s primary care provider, the 
licensee meets the requirements established by the board in regulation; and, requiring the 
board to adopt regulations on telehealth services establishing standards of care, training, 
confidentiality, supervision, practice, and related issues. 

Section 7 (page 5-6) 
AS 08.95.050 
Amends by prohibiting the Board of Social Work Examiners from imposing disciplinary 
sanctions on a licensee for using telehealth technologies in the evaluation, diagnosis or 
treatment of a person when physically separated from the person if the licensee or another 
licensed health care provider is available to provide follow-up care, and the licensee 
follows patient consent protocols for sending medical records of the encounter to the 
person' s primary care provider, the licensee meets the requirements established by the 
board in regulation; and, requiring the board to adopt regulations on telehealth services 
establishing standards of care, training, confidentiality, supervision, practice, and related 
issues. 
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AS 09.10.075. Actions related to claims based on medical assistance payment fraud. 
Adopts a new section which establishes time limits in which a person may or may not 
bring an action under new sections AS 09.58.010-09.58.950, the Alaska Medicaid False 
Claims Act, and a statute of limitations. An action may be brought within six years of 
when the act or omission was committed, or three years after the date when the act or 
omission was known or reasonably should have been known by the attorney general and 
department, but no action may be brought for a violation more than ten years after the 
date of violation. 

Section 9 (page 6) 
AS 09.10.120(a). 
Amends to include reference to new subsection AS 09. 10.075 , creating an exception for 
Medicaid fraud action time limits. 

Section 10 (page 6-15) 
Chapter 58. Alaska Medical Assistance False Claim and Reporting Act 
Establishes the Alaska Medicaid False Claims Act. This language is to comply with 
Office of Inspector General guidelines for false claims act certification. This allows the 
state to increase its match on recoveries by five percent for a (45/55 split in favor of the 
state). 

AS 09.58.010. False claims for medical assistance; civil penalty. 
This is a general provision which identifies the five types of claims that would give rise 
to a false claim under this section (for full list see page 7, lines 1-15). The penalties for 
false claims would be civil penalties not less than $5500 and not more than $11 ,000, 
three times the amount of actual damages, reasonable attorneys' fees and costs as 
provided in court rules, possible reduction in penalties, and establishes corporate liability 
for false claims. 

AS 09.58.015. Attorney General invitation; civil action. 
Authorizes the attorney general to investigate claims brought under this statute and to 
work collaboratively with DHSS on such matters. 

AS 09.58.020. Private plaintiff; civil action. 
Provides that a private citizen (relator) can bring a Medicaid False Claims Act case. If a 
relator brings an action, they must serve the attorney general ' s office and disclose the 
evidence upon which the complaint is filed. The relator' s action is filed under seal for at 
least sixty days to allow the attorney general's office to investigate the claim. The 
attorney general can get an extension of time if the sixty days is not sufficient. After 
investigation, the attorney general must do one of the following: 

(1) Intervene in the matter and take control of the action; 
(2) Notify the court that it will not be intervening, but allow the relator to proceed; 
or 
(3) Dismiss the action if the evidence does not support a false claim. 
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AS 09.58.025. Subpoenas. 
Gives the attorney general the authority to issue subpoenas to assist in its investigation of 
a false claim. 

AS 09.58.030. Rights in fraudulent claims actions. 
This outlines the relative role of the parties in the event that the attorney general 
intervenes in a case (exclusive authority over the case/action), including moving to 
dismiss the case at any time or settling with the provider despite the objection of the 
relater. If the attorney general defers to the relater, the attorney general can ask to be 
served on all pleadings and intervene at any time. Further, the attorney general can ask 
that discovery in the case be stayed during the pendency of the criminal investigation. 

AS 09.58.040. Award to false or fraudulent claim plaintiff. 
Outlines how the relater will be compensated in a filed claim act. 

(1) If the attorney general intervenes, the relater will be awarded 15% to 25% of 
the total award; 
(2) If the attorney general defers and allows the case to go forward, the relator 
receives 25% to 30% of the total award; and, 
(3) Authorizes the court to limit or reduce the award if the evidence takes into 
account the role of the relater in bringing the case and the overall scheme. 

AS 09.58.050. Certain actions barred. 
Provides a list of situations that do not constitute a false claim, such as a claim that is 
currently subject to a criminal or civil action by the State. (For.full list page I 2, line 18 -
page I 3, line I) . 

AS 09.58.060. State not liable for attorneys' fees and other expenses. 
Provides that the State is not responsible for the costs and fees of a relater in bringing an 
action. 

AS 09.58.070. Employee protection for retaliation. 
Provides whistleblower protection for employees who report false claims to the State. 

AS 09.58.080. Regulations. 
Provides authority for the attorney general to adopt regulations to implement this new 
cause of action. 

AS 09.58.090. Special provision. 
Requests a minimum threshold damage amount of $5500. 

AS 09.58.100. Definitions 

AS 09.58.110. Short title. 
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Gives the attorney general the authority to issue subpoenas to assist in its investigation of 
a false claim after the provisions related to private plaintiffs (AS.09.58.020) sunset per 
section 36 ofthis bill. The effective date of this section is July 1, 2019 to coincide with 
the sunset. 

Section 12 (page I 5) 
AS 09.58.070(b) 
Allows the Whistleblower protections under Sec. 09.58.070 of the Alaska Medical 
Assistance False Claim and Reporting Act to continue and conforms to the sunset added 
by Section 36 of this bill by removing the provisions AS. 09.58 .020 that refers to private 
plaintiffs. The effective date of this section is July 1, 2019 to coincide with the sunset. 

Section 13 (page 15) 
AS 17.30.200(a) 
Amends by only requiring data collection for prescribing, administering or dispensing II, 
III, and IV federal controlled substances for the controlled substance prescription 
database. 

Section 14 (page 16) 
AS 17.30.200(b) 
Amends by only requiring data collection for prescribing, administering or dispensing II, 
III, and IV federal controlled substances for the controlled substance prescription 
database and amends by requiring that the database be updated on at least a weekly basis. 

Section 15 (page 16-18) 
AS 17.30.200(d) 
(3) Amends to authorize a licensed practitioner to delegate database access to supervised 
employees or clinical staff; 
( 4) Amends to authorize a registered pharmacists to delegate database access to 
supervised employees or clinical staff; 
(7) Adds a new section to authorize database access to the State of Alaska Medicaid 
Pharmacy Program; 
(8) Adds a new section to authorize database access to the State of Alaska Medicaid Drug 
Utilization Review Committee for utilization review of prescription drugs provided to 
recipients of medical assistance; 
(9) Adds a new section to authorize database access to the State of Alaska Medical 
Examiner; 
(10) Adds a new section to authorize de-identified data access to the State of Alaska 
Department of Health and Social Services Division of Public Health. The Division of 
Public Health would not need access to identifiable data to fulfill public health objectives 
regarding controlled substances including prescription opiates. 
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Amends to require all prescribers and all pharmacists to register with the controlled 
substance prescription database. Failure to register is grounds fo r the board to take 
disciplinary action against the license or registration of the pharmacy or pharmacist. 

Section 17 (page 18) 
AS 17.30.200(h) 
Amends to require prescribers and pharmacists to review the controlled substance 
prescription database when prescribing, administering or dispensing a federal II , III or IV 
controlled substance to a patient. Immunity fo r using the POMP remains even with the 
change from optional to mandatory. 

Section 18 (page I 9) 
AS 17.30.200(k) 
Amends to adopt regulations to: 
(3) set a procedure and time fran1e fo r registration; 
(4) require prescribers and pharmacists to review the controlled substance prescription 
database when prescribing, administering or dispensing a federal II, III or IV controlled 
substance to a patient and allows for an exemption for inpatient, emergent situations, in 
an emergency room, and immediately before, during, or within the first 24 hours of 
surgery. 

Section 19 (page 19-20) 
AS 17.30.200 
Adding new subsections to 
(o) Require prescribers and pharmacists to review the POMP database when prescribing 
or dispensing a federal II, III or IV controlled substance to a patient. 
(p) Require notification to boards when a practitioner registers with the database. 
( q) Authorize the Board of Pharmacy to forward unsolicited notifications to prescribers 
and dispensers of database information about patients who may be obtaining controlled 
substances inconsistent with generally recognized standards of care. 
(r) Collect dispensing data and updating the POMP database at least on a weekly. 

Section 20 (page 20) 
AS 37.05.146(c) 
Amends to include a new paragraph (88) adding monetary recoveries from the Alaska 
Medicaid False Claims Act to the program and non-general fund program receipts 
definitions. 

Section 21 (page 20) 
AS 40.25.120(a) 
Amends to include a new paragraph (15) a conforming amendment to include new 
AS.09.58.010 to existing public records statutes. 
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Amends by adding a new section establishing within the Department of Commerce, 
Community, and Economic Development a telemedicine business registry of businesses 
performing telemedicine services in the state. 

Section 23 (page 20) 
AS 47.05.015 
Amends by adding a new subsection to allow the Department of Health and Social 
Services (DHSS) to enter into a contract through the competitive bidding process under 
the State Procurement Code for durable medical equipment or specific medical services 
provided in the Medicaid program. 

Section 24 (page 21) 
AS 47.05.105 Enhanced computerized eligibility verification system. 
Amends by adding a new subsection requiring the department to establish a computerized 
enhanced eligibility verification system to verify eligibility and to deter waste and fraud. 
It also requires DHSS enter into a competitively bid contract with a third-party vendor for 
the eligibility verification system. The annual savings must exceed the cost of 
implementing the system. 

Section 25 (page 21-22) 
AS 47.05.200(a) 
Amends Medicaid Audits statute, changes the number of program audits to no less than 
fifty per year and adding that the state shall attempt to minimize concurrent state or 
federal audits. 

Section 26 (page 22-23) 
AS 47.05.200(b) 
Amends so that the Department may assess interest and penalties on overpayments, 
identified in audits conducted under this section, by calculating interest using existing 
statutory rates from the date of the final agency decision. 

Section 27 (page 23) 
AS 47.05.235. Duty to identify and repay self-identified overpayments. 
Amends by adding a new section which requires all enrolled Medicaid providers to 
conduct a bi-annual review or audit of a statistically valid sample of claims, unless the 
provider is being audited under AS 47.05.200(a), and if overpayments are identified, to 
report those findings to the depaitment within ten business days, and to establish a 
repayment agreement with the state. 
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Authorizes the department to develop regulations to impose civil fines and sets limits on 
the amount of the fines . 

AS 47.05.260. Seizure and forfeiture of real or personal property in medical 
assistance fraud cases. 
Authorizes the department, after application to the court and a finding of probable cause, 
to seize certain real or personal property of a medical assistance provider who has 
committed or is committing medical assistance fraud, to offset the cost of the alleged 
fraud. The cowt may authorize seizure of real or personal property to cover the cost of 
the alleged fraud. 

This section provides a list of possible real or personal properties, including bank 
accounts, automobi les, boats, airplanes, stocks and bonds, and inventory. 

This section, upon issuance of the court order of seizure, prohibits the owners of property 
from disposing of the property, with a provision of good faith in the event property is 
sold without written permission of the court. This section further authorizes the forfeiture 
of any seized property if the Medicaid provider is eventually convicted of medical 
assistance fraud. This section provides instructions to the state to sell or return properties, 
and depositing funds from disposal of seized properties. 

This section also allows for the action of forfeiture to be joined with another civil or 
criminal action for damages resulting from alleged medical assistance fraud. 

AS 47.05.270. Medical assistance reform program. 
AS 47.05.270 (a) the reform program must include 11 items: 

1) Referrals to community and social support services, including career and 
education training services available through the Department of Labor & 
Workforce Development, the University of Alaska, or other sources; 

2) Electronic distribution of benefits (EOBs) to recipients; 
3) Expanding the use of telehealth for primary care, behavioral health and urgent 

care; 
4) Enhancing fraud prevention, detection, and enforcement; 
5) Reducing the cost of behavioral health, senior, and disabilities services provided 

of Medicaid under the state ' s home and community-based services waivers; 
6) Pharmacy initiatives; 
7) Enhanced care management; 
8) Redesigning the payment process by implementing fee agreements that include: 

premium payments for centers of excellence, penalties for hospital-acquired 
infections, readmission, and outcome failures, bundled payments, or global 
payments; 

9) Stakeholder involvement in setting annual targets for quality and cost­
effectiveness; and 

10) Reducing travel by requiring a recipient to obtain care in their home community 
to the extent appropriate services are available. 
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11 ) Establish guidelines for health care providers to develop health care delivery 
models supported by evidence-based practices that encourage wellness and 
disease prevention. 

AS 47.05.270 (b): Requires the department to efficiently manage a comprehensive and 
integrated behavioral health system that uses evidence based practices that are data driven 
with measureable outcomes. The department and the Alaska Mental Health Trust 
Authority must provide a plan fo r a continuum of community based services that includes 
house, employment and criminal justice issues. 

AS 47.05.270 (c): Has the department identify the areas of the state where improvements 
in access to telehealth would be most effective in reducing the costs of Medicaid. Allows 
the department to enter into agreements with [HS providers if necessary to improve 
access to telehealth facilities and equipment. 

AS 47.05.270 (d): Requires the department to prepare and submit a report around 
reforms, savings and costs related to the Medicaid program on or before November 15 of 
each year. 

AS 47.05.270 (e) : Provides a definition for telehealth. 

Section 29 (page 28-29) 
AS 47 .07 .030( d) 
Amends to require DHSS to implement the primary care case management system. The 
purpose of this new system is to increase Medicaid enrollees' appropriate use of primary 
and preventive care, while decreasing the use of specialty care and hospital emergency 
department services. An exemption applies to recipients with chronic, acute, or terminal 
medical conditions. 

Section 30 (page 29-30) 
AS 47.07.036 
Amends by adding new subsections ( d) - (f) to outline cost containment and reform 
measures DHSS may undertake, including seeking demonstration waivers related to 
innovative service delivery models, applying for other options under the Social Security 
Act to obtain or increase federal match and improving telemedicine for Medicaid 
recipients. This section also requires DHSS to apply for an 1115 waiver for a 
demonstration project for one or more groups of Medicaid recipients in one or more 
geographic areas. The demonstration project may include managed care organizations, 
community care organizations, patient-centered medical homes, or other innovative 
payment models. This section also requires DHSS to apply for an 1115 waiver for a 
demonstration project focused on improving the state's behavioral health system. 
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AS 47.07.038. Collaborative, hospital-based project to reduce use of emergency 
department services. 
Requires the department to partner a statewide professional hospital organization to 
design and implement a demonstration project to reduce non-urgent use of emergency 
departments by Medicaid recipients. 

AS 47.07.039. Coordinated care demonstration projects 
AS 47.07.039 (a) 
Requires DHSS to solicit and contract with one or more third-party entities for 
coordinated care demonstration projects for individuals who qualify for Medicaid 
benefits on or before December 31 , 2016. DHSS may use an innovative procurement 
process as described under AS 36.30.308. A proposal for considers must include three or 
more of the following: 

(I) Comprehensive primary-care-based management, including behavioral health 
services and coordination of long-term services and support; 

(2) Care coordination, including the assignment of a primary care provider located in 
the local geographic area of the recipient; 

(3) Health promotion; 
(4) Comprehensive transitional care and follow-up care after inpatient treatment; 
(5) Referral to community and social support services, including career and education 

training services; 
( 6) Sustainability and the ability to replicate in other regions of the state; 
(7) Integration and coordination of benefits, services, and utilization management; 
(8) Local accountability for health and resource allocation. 

AS 47.07.039(b) 
Establishes a project review committee for proposals submitted under (a) of this section. 
The committee is comprised of: 

1) The Commissioner of DHSS or their designee; 
2) The Commissioner of Administration or their designee; 
3) The CEO of the Alaska Mental Health Trust Authority or their designee; 
4) Two representatives of stakeholder groups, appointed by the Governor for 

staggered three-year terms; 
5) A Non-voting member of the Senate appointed by the Senate President; and 
6) A Non-voting member of the House of Representatives appointed by the Speaker 

of the House of Representatives. 

AS 47.07.039(c) 
Grants DHSS authority to contract with third-parties to implement the demonstration 
projects listed under (a) of this section that include managed care organizations, primary 
care case managers, accountable care organizations, prepaid ambulatory health plan, or a 
provider-led entity. Allows for fee structures including but not limited to global 
payments, bundled payments, capitated payments, and shared savings and risk. Requires 
DHSS to work with the division of insurance, DC CED to streamline the application 
process for a company to obtain a certificate of authority as needed to participate in a 
demonstration project. 
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AS 47.07.039(d) 
Requires any project under (a) to include cost-saving measures including the expanded 
use of telehealth for primary care, urgent care, and behavioral health services. 

AS 47.07.039(e) 
Requires DHSS to contract with a third-party actuary to review demonstration projects 
after one year of implementation and make recommendations for the implementation of a 
similar project on a statewide basis. One or before December 31 , 20 18, and each year 
thereafter, the actually shall submit a final report to the DHSS for any project that has 
been in operation for at least one year. 

AS 47. 07.039(/) 
Directs DHSS to prepare a plan regarding regional or statewide implementation of a 
coordinated care project based on the results of the demonstration projects under this 
section. Requires DHSS on or before November 15, 201 9 to submit a report to the 
legislature on any changes or recommendations for wider regional or statewide 
implementation. 

AS 47.07.039(g) 
Refers to the definition oftelehealth in AS 47.05 .270(e) 

Section 32 (page 34-35) 
AS 47.07.076 Report to legislature. 
Requires the department and the attorney general to annually prepare a report regarding 
fraud prevention, abuse, prosecution, and vulnerabilities in the Medicaid program. 

Section 33 (page 35) 
47.07.900(4) 
Amends Medicaid Administration definitions, by removing the grantee status 
requirement for outpatient community mental health clinics serving Medicaid patients. 

Section 34 (page 35) 
AS 47.07.900(17) 
Amends by removing the grantee/contractor status requirement from drug and alcohol 
treatment centers and outpatient community mental health clinics. This change, and the 
one in the previous section, allows mental health and drug treatment service providers 
who do not receive grants from the department to become enrolled Medicaid providers 
and deliver services to Medicaid recipients. 

Section 35 (page 35) 
AS 47.55.020(e) 
Amends by requiring individuals applying for Pioneer Home payment assistance to show 
proof of having applied to Medicaid. 



Section 36 (page 35) 
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Repeals AS 09.58.020 (Private plaintiff; civil action), AS 09.58.030 (rights in false or 
fraudulent claims), AS 09.58.040 (award to false or fraudulent claim plaintiff), AS 
58.050 (certain actions barred), and AS 09.58.060 (state not liable for attorney fees, costs, 
and other expenses) effective July 1, 2019 

Section 37 (page 35-3 7) 
Uncodified: Indirect Court Rule Amendments. 
Adds a new section to outline court rule amendments as a result of the enactment of 
section l O and repealed by section 36. 

Section 38 (page 37) 
Uncodified: Implement Federal Policy on Tribal Medicaid Reimbursement. 
Requires DHSS to collaborate with Alaska Tribal health organizations and the U.S. 
DHHS to implement new federal policy regarding l 00% federal funding for services 
provided to Medicaid-eligible American Indian and Alaska Native individuals within six 
months of the rule change being finalized. Requires DHSS to report to the co-chairs of 
Finance the estimated savings and calculations of savings to the state general fund within 
thirty days of the rule being finalized. 

Section 39 (page 37-38) 
Uncodified: Health Information Infrastructure Plan. 
Requires DHSS to develop a plan to strengthen the health information infrastructure, 
including health data analytics capability, to support transformation of the health system 
in Alaska. 

Section 40 (page 38-39) 
Uncodified: Feasibility Studies for the Provision of Specified State Services. 
(a) Requires DHSS to conduct a study analyzing the feasibility of privatizing the Alaska 
Pioneers ' Homes and select facilities of the division of juvenile justice. 

(b) Requires DHSS in conjunction with the Alaska Mental Health Trust Authority to 
conduct a study analyzing the feasibility of privatizing the Alaska Psychiatric Institute. 

(c) Requires the Department of Administration to conduct a study analyzing the 
feasibility of creating a health care Authority to coordinate health care plans and 
consolidate purchasing effectiveness for all state employees, retired state employees, 
retired teachers, Medicaid Assistance recipients, University of Alaska employees, 
employees of state corporations, and school district employees. 

( d) provides a definition for "school district" 
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Uncodified: Medicaid State Plan; Waivers; Instructions; Notice to Revisor of 
Statutes. 
Requires the department to amend the state Medicaid plan and apply for any waivers 
necessary to implement the projects and programs described in the bill. Requires the 
Commissioner of Health and Social Services to certify to the revisor of statutes federal 
approval of specified measures. 

Section 42 (page 39-40) 
Uncodified: Transitions: Regulations. 
Allows the department to adopt regulations necessary to implement the changes made by 
the Act. The regulations may not take effect before the dates the relevant provision of the 
Act takes effect. 

Section 43 (page 40) 
Uncodified: Conditional effect. 
Conditional effects. 

Provides that AS 09.58.020, AS 09.58.030, AS 09.58.40, AS 47.505.260 are effective 
conditional on Section 37, the indirect court rule change, receiving a two-thirds majority 
vote. The new sections do not take effect unless the bill receive the necessary two-thirds 
vote. 

Section 44-51 (page 41) 
Effective Dates 
Provides for effective dates 



DHSS Fiscal Impacts for CSSB074(FIN), version U - with amendments 

GRAND TOTAL! 
Fed 

GF match 

GF 

GF/ MH 

I/A 

MHTAAR 

SD/ PR 

TOTAL 

UGF subtotal 

POSITIONS 

FY2017 

$33,869.1 

(529,::25 .8) 

$287.1 

($2,525 0) 

$1,065.7 

so.o 

SlB-4.9 

$3,707.0 

($31,363.7) 

FY2-017 FY2018 FY2019 

BHA (2) 

MAA 2 2 2 

SOSA 1 3 3 

co 4 4 4 

1 9 1 

CAPITAL BUDGET COSTS 

FY2018 

$49,181.2 

(539, 3£.3 .7) 

($1,::89.7) 

($7,15.C..9:1 

$1,056.7 

so.o 

$177.4 

$2,837.0 

($47,588.3) 

FY2020 FY2021 

(4) (4) 

2 2 

3 3 

4 4 

5 5 

FY2019 

$75,376.2 

(56::,2935) 

(56,SlL.8) 

($11,867.8) 

$1,066.7 

$0.0 

$219.8 

(S2,0B.4) 

($78,676.1) 

FY2022 

(4) 

2 

3 

4 

5 

FY2020 

$88, 958.2 

(575/-37 .::) 

($6,51.C..8) 

($11,233.8) 

$1,056.7 

$0.0 

$219.8 

(53,946.9) 

($94,191.6) 

FY2021 

$101,419.7 

(59:::,:::ES .S) 

(56,SlL.8) 

($1:J,L29.8) 

$1,066.7 

so.o 

$219.8 

($4,303.9) 

($107,010.1) 

FY2022 

s104,411.6 I 
($96,9677) ! 

(56,SlL.8) i 
(S1::: ,L29 .S) I 

I 
s1,056.7 I 

so.o I 
s219.8 I 

I 
( SB, 208.2) I 

I 
($113,912.3) I 

I 

amount fed GF match d6Cription 

s LOOO.O s 900.0 s 100.0 MMIS system changes, behavioral health svstem ref orm 

s LOOO.O s 900.0 s 100.0 MMIS system changes, primarv care case management 

s LOOO.O s 900.0 s 100.0 MMIS system changes, health homes 

s LOOO.O s 900.0 s 100.0 MMIS system changes, reduct.ion of non-urgent use of hospital ER 

s 1,200.0 s 1,080.0 s 120.0 MMIS system changes, 1915(1), 1915(1(), options 

s 3,125.0 s 2,8125 s 3125 t ech devel opment/consult ing, provider-l ed coordinated care 

s n s.o s 6975 s n5 development of health i nformation i nfrastructure plan 

$ 9,100.0 $ 8,190.0 $ 910.0 

Prepared by DHSS - 1 - 3/6/2016 



DHSS Fiscal Impacts for CSS8074{FIN), version U - with amendments 

SAVINGS MEASURES (UGF) 

Federal Tribal Policy 
1915(i) and (k) 

Primary care case Mgmt 
Telehealth 

Health Homes 
Conversion fromAKPl'l 
Assistance to Medicaid 

Waiver 

Hospital ER Use Project 

Fraud and Abuse 

Coordinated Care Demo Project 
Electronic Verification 

System. Savi!l&S 

FY2017 

($32,059.0) 

S71.l 

$30.0 
S25 

so.o 

($1,066.7) 

$0.0 

{$.543.1) 

$0.0 

$611.3 

FY2018 

{$41,903.2) 
($5,118.8) 

($722.9) 
($650.0) 

$0.0 

($1,066.7) 

so.o 
($697.4) 

$159.0 

($23.0) 

FY201!J FY2020 FY2021 FY2022 

($64,328.2) {$78,253.2) ($87,628.2) ($92,578.2) 
($10,781.6) ($10,866.0) ($10,866.0) ($10,866.0) 

($2,067.1) ($3, 361.2) ($4,638.1) ($4,638.1) 
($1,300.0) ($2,900.0) ($4,700.0) ($6,650.0) 

($1,715.0) {$1,723.5) ($1,732.0) ($1,741.0) 

[$1,066.7) ($1,066.7) ($1,066.7) ($1,066.7) 

($1,120.0) {$1,125.6) ($1,131.2) {$1, 136.9) 

($684.9) ($622.4) ($609.9) ($597.4) 

($1,500.0) ($1,500.0) ($1,500.0) ($1,500.0) 

($23.0) ($23 .0) ($23.0) ($23.0) 

($32,953.9) ($W,023.0) ($84,586.5) ($101,441.6) ($113,895.1) ($120,797.3) 

Prepared by DHSS - 2 - 3/6/2016 



THE STATE 

01ALASKA 
Department of Commerce, Community, 

and Economic Development 

GOVERNOR BILL WALKER 

March 8, 2016 

The Honorable Senator nna MacKinnon 
Co-Chair, Senate Finance Committee 
State Capitol Room 532 
Juneau, AK 99801 

Dear Senator MacKinnon, 

DIVISION OF CORPORATIONS. BUSINESS AND 
PROFESSIONAL LICENSING 

P.O. Box 110806 
Juneau. Alaska 99811-0806 

Main: 907.465.2550 
Fox: 907.465.2974 

During the enate Finance Committee hearings on March 4, I was asked to follow up on questions 
concerning SB74-Medicaid Reform/PFD/HSAS/ER Use/Studies: 

Below is a table of Medical Board licensing times: 

During the first several months after the passage ofHB281, the Department experienced a surge of 
applications directly from telemedici11e companies. Prior to that period we were processing approximately 5-
6 applications per week. After the passage of the Bill, we began processing over 20 applications per week, 
many coming in large batches. This 400% spike in activ_ity is what we anticipate to experience once SB 74 is 
passed. The following table shows an overall 92% increase in total new applications during thls period. The 
following year, applications increased another 30%. 

7/1/ 12- 1/1/13- 7/1/13- 1/1/14- 7/1/14- 1/ 1/ 15 - 7/1/15- 1/1/16-
12/31/ 12 6/30/ 13 12/31/13 6/30/14 12/31/14 6/ 30/15 12/31/15 2/26/16 

MD, DO, DPM 134 144 184 166 217 176 227 12 

PA 11 0 36 38 69 66 64 2 

Resident 
10 6 15 11 43 31 34 6 

permits 

MICPs 8 0 18 34 27 20 30 10 

Locums 1 0 0 0 5 6 4 1 

Total new 
164 150 268 354 361 419 302 94 

applications 

314 603 780 396 

%changeYOY 92% 29% 
On par with FY15 

volume 
HB281 

HB281 
Timeline signed 

effective 
into law 



Senator MacKinnon 
SB74 
Page2 

Can there be an additional fee required for out-of-state licensees to help cover the additional costs 
associated with Telemedicine? 

Both the Big Game Commercial Services and Collection Agency programs have fees that double for 
out-of-state licensure. Legislative authority is needed to set a different fee amount for out-of-state 
liceosure. 

Will there need to be additional travel costs for investigations out of state? 

1b.e scope and impact of telemedicine expansion is truly unknown. Currently, the Department only 
bas subpoena powers valid within the State of Alaska, which ruunpers our ability to investigate 
outside our jurisdiction. Out of state investigations are conducted in cooperation with other 
licensing jurisdictions. There are tools available in-state to assist in making disciplinary decisions; one 
of these is the National Practitioners Data Bank, a national clearinghouse for discipline on certain 
healthcare licenses. It is probable that additional authority to expand licensing funds to investigate 
out-of-state physicians who have been the subject of a complaint will be necessary. At this point, 
however, it is impossible to estimate the fiscal authority needed to travel outside Alaska. Without 
additional authority, the tools in the Department's investigative tool box may be limited. 

We hope this helps to answer some of the questions posed in committee and effectively express the 
Division's concerns about the bill If you or any members of the committee have further questions or require 
additional information about anything provided here, please contact DCCED Special Assistant Micaela 
Fowler at 465-2503. 
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State of Alaska 

2016 Legislative Session 

Identifier: SB07 4CS(FI N )-DOA-COM-03-06-16 

Title: MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Sponsor: KELLY 

Requester: Senate Finance Committee 

Expenditures/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Administration 

Appropriation: Centralized Administrative Services 

Allocation: Office of the Commissioner 

0MB Component Number: 45 

Note: Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

OPERATING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) 
1004 Gen Fund 
Total 

Positions 

I '"11-Ume 
Part-time 
Temporary 

I Change in Revenues 

Requested 
FY 2017 

134.6 

700.0 

834.6 

834.6 
834.6 

Request 
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 

33.6 

0.0 33.6 0.0 0.0 0.0 0.0 

33.6 
0.0 33.6 0.0 0.0 0.0 0.0 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
{discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
{discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in , regulation changes adopted by your agency? No 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 
I Not applicable, Initial version 

Prepared By: _J_o_h_n _B_ou_c_h_er_, _D_ep'-u....;ty'-C_o_m_m_is_is_on_e_r _______________ Phone: 
Division: 
Approved By: 

Commissioner's Office Date: 
-S::-ch-e.,....ld,-o_n __ F_is-he_r_, c-=-o_m_m-iss_i_on_e_r-----F'icl""t-',R9-''T'"1'--..;.--=------- Date: 

Agency: Administration 

Printed 3/9/2016 

(907)465-2200 

03/06/2016 08:00 PM 

03/06/2016 

Control Code: VldUb 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB 74 ----------2016 LEGISLATIVE SESSION 

Analysis 

The Committee Substitute for SB 74 requires the Department of Administration, in collaboration with the Legislative 
Finance Committees, to procure a study to determine the feasibility of creating a health care authority that could 
coordinate health care plans and consolidate purchasing effectiveness for all state employees, retired state employees, 
retired teachers, medical assistance recipients, University of Alaska, state corporation, and school district employees. 

The study is also required to : 
1. Specifically identify cost savings strategies a health care authority could implement. 
2. Assess use of community-related health insurance risk pools, 
3. Assess the use of the private market place, 
4. Identify options for organizational models of the a health care authority including but not limited 

to private for- profit, private non-profit, government, and state corporation, and 
5. Include a public review and comment opportunity for employers, employees, recipients and 

providers. 

The study must be completed on or before June 30,2017. 

In determining the feasibility for the authority the study needs to understand the current suite of benefit sets, rules, cost 
sharing, and payment for all employees and individuals whose health care benefits are funded directly and indirectly by 
the state of Alaska . 

This study will require evaluation of a number of health care benefit delivery programs funded directly and indirectly by 
the State of Alaska, as well as the framework under which each of these benefit structures are delivered and 
administered . The department is aware of comparable studies evaluating subsets of these populations that have cost 
$350.0 to $500.0 and estimates that a study of this scope and complexity may requ ire as much as $700.0 to complete . 

Additionally the Department will require additional staff to manage the activities associated with this contract including 
tracking all work of the contractor, coordinating activity with various state stakeholders including the Department of 
Health and Social Services, Department of Corrections, and the Division of Retirement and Benefits among others. It is 
anticipated that the position would need to be retained for a three-month period after completion of the study to 
coordinate, review and report on the feedback from the proposed review and comment period as well as take a leading 
role in providing guidance for next steps. 

Personnel costs 

FY17 Full t ime non-permanent Health Project Coordinator Range 22C 
FY18 Full time non-permanent Health Project Coordinator Range 22C 

(Revised 9/9/15 OMB/LFD) 

SB07 4CS(FI N)-DOA-COM-03-06-16 Page 2 of 2 

$134,582 (annual) 
$33,645 (3 months) 

Page 2 of 2 

Control Code: VldUb 



Fiscal Note 
State of Alaska 

2016 Legislative Session 

Identifier: 

Title : 

Sponsor: 

SB07 4CS(FIN}-DCCED-CBPL-03-07-16 

MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

KELLY 

Requester: (S) Finance 

Expenditures/Revenues 

Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Commerce, Community and 

Economic Development 

Appropriation: Corporations, Business and Professional 

Licensing 

Allocation : Corporations, Business and Professional 

Licensing 

0MB Component Number: 2360 

Note: Amounts do not include inflation unless otherwise noted below. <Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

Requested Request 
OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 
Personal Services 443.6 443.6 443.6 443.6 443.6 
Travel 3.0 3.0 3.0 3.0 3.0 
Services 89.2 160.8 160.8 160.8 160.8 
Commodities 25.0 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 560.8 0.0 607.4 607.4 607.4 607.4 

Fund Source (Operating Only) 
1156 Rcpt Svcs 560.8 607.4 607.4 607.4 607.4 
Total 560.8 0.0 607.4 607.4 607.4 607.4 

Positions 
Full-time 5.0 5.0 5.0 5.0 5.0 
Part-time 
Temporary 

I Change in Revenues 560.8 I 607.4 I 607.4 I 607.4 I 607.4 I 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted , amended or repealed? 

Why this fiscal note differs from previous version: 

Yes 
07/01/17 

I CSSB074(FIN)AM added the expansion of telemedicine; updated personal services, travel , services, commodities, and analysis. 

Prepared By: 
Division: 

Approved By: 
Agency: 

(907)465-2536 

03/07/2016 12:00 PM 

03/07/16 

443.6 
3.0 

160.8 

607.4 

607.4 
607.4 

5.0 

607.4 I 

Printed 3/9/2016 Control Code: yckJx 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB 74(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

CSSB74 requires the pharmacist or practitioner who dispenses controlled substances, other than those administered to a 
patient at a health care facility, to submit to the board for inclusion in the Controlled Substance Prescription Database 
(POMP) on a weekly basis. The bill allows licensed practitioners and licensed pharmacists to delegate access to the POMP 
on their behalf to an agent or employee of the practitioner. It requires a pharmacist or practitioner who prescribes or 
dispenses controlled substances to register with the POMP in a format established by the Board of Pharmacy, and requires 
the Board of Pharmacy to promptly notify the pertinent licensing board when a practitioner registers with the POMP. 

This legislation allows access to the POMP by: the licensed pharmacist of the Department of Health and Social Services 
(DHSS) responsible for administering prescription drugs coverage; the licensed pharmacist, licensed practitioner, or 
authorized employee of DHSS responsible for the utilization review of prescription drugs for the medical assistance 
program; the Medical Examiner to the extent that the information relates specifically to investigating the cause and 
manner of a person's death; and authorized personnel of DHSS who may receive data for the purpose of identifying and 
monitoring public health issues in the state. 

CSSB74 allows for disciplinary action for failure to register by either the Board of Pharmacy or by another licensing board . 
It creates a procedure and time frame for registration with the POMP and requires a pharmacist or practitioner to access 
the database to check a patient's prescription records before dispensing, prescribing, or administering a controlled 
substance. This legislation requires the Board to update the database on a weekly basis and authorizes the Board to 
provide unsolicited notification to a pharmacist or practitioner if a patient has received one or more prescriptions for 
controlled substances in quantities or with a frequency inconsistent with generally recognized standards of safe practice. 

Expansion of the scope and functionality of the POMP will require a Program Coordinator I, range 18, in Juneau to manage 
all aspects of the POMP, including registration, reporting, collaboration and engagement with the state's opioid control 
program, grant writing and reporting, vendor solicitation, and other facets of the POMP. 

CSSB74 expands the practice of telemedicine from prescribing, dispensing, or administering a prescription drug without 
conducting a physical examination (as authorized under HB 281 during the 2014 Legislative session) to also include 
diagnosing and treating patients without conducting a physical examination, allowing these practices by a physician who is 
not located in the state of Alaska, changing the patient consent requirements, and allowing prescription of controlled 
substances under certain circumstances. 

The significant expansion of the practice of telemedicine authorized under this bill will require substantial administrative 
and investigative resources to pursue complaints pertaining to a rapidly expanding body of licensees who are practicing 
"in Alaska" but operating in locations across the nation. 

The division has seen a 400% increase in medical license applications since telemedicine was expanded through legislation 
effective November 2014. This bill would exponentially increase the number of applicants, the geographic reach of 
applicant licensure, and the volume of supporting documentation required to examine fitness to practice. It will also 
multiply the potential for pre-application investigations. These changes will result in more costly investigative and legal 
support to respond to complaints, to discipline licensees for violations occurring across the nation, and to comply with 
increased licensee appeals of board actions. 

This legislation expands telehealth outside Alaska's borders in the practices of social workers, professional counselors, 
psychologists, psychological associates, and marital and family therapists. Because 'these professions do not have 
prescriptive authority, the investigative concerns are not as high. The licensing workload, however, is anticipated to 
increase dramatically. 

(Revised 9/9/15 OMB/LFO) Page 2 of 3 

SB07 4CS(FIN)-DCCED-CBPL-03-07-16 Page 2 of 3 Control Code: yckJx 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB 74(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

The division shall adopt regulations for establishing and maintaining a registry of businesses performing telemedicine 
services in the state. 

This fiscal note provides for two Occupational Licensing Examiners, range 14, to examine license applications and issue 
licenses. In addition, this fiscal note includes two Investigator Ill 's, range 18, to investigate violations and enforce Alaska 
laws on this new population of licensees. Investigative personnel would also be tasked to regulate a new type of violation, 
"practice location." The additional staff would be necessary to determine violations of specific geographic scope. 

If the bill passes the following expenses will be incurred: 
Personal Services: $443.6 (one full time permanent Program Coordinator I, range 18, two full time permanent Occupational 
Licensing Examiners, range 14, two full time permanent Investigator Ill's, range 18) 

Travel: $3.0 (Program Coordinator to attend two board meetings and engage with committees and stakeholders in the 
state's opioid control program) 

Services: $25.0 (legal costs to amend regulations, printing, and postage in first year) 
$12.0 (printing and postage to notify prescribers who would be required to register) 
$2.2 (contract to expand PDMP database from monthly to weekly based on current vendor quote) 
$108.6 (legal cost of investigations and appeals beginning in year two) 
$50.0 (department-wide services support for five new positions) 

Commodities: $5.0 in first year (computer, office panels, office furniture and other one-time needs for five new positions) 

The PDMP as it is currently operating is funded by a federal grant through a reimbursable service agreement (RSA) with the 
Department of Health and Social Services (DHSS) . The department is seeking additional federal grant funding in 
collaboration with DHSS. If awarded, costs of this program enhancement could be covered by federal grant funds instead of 
program receipts. In absence of the grant it would be paid for by Board of Pharmacy licensees. 

Professional licensing programs within the Division of Corporations, Business and Professional Licensing are funded 
by Receipt Supported Services, fund source 1156 Rcpt Svcs (DGF) . Licensing fees for each occupation are set per AS 
08.01.065 so the total amount of revenue collected approximately equals the occupation's actual regulatory costs. 
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State of Alaska 

2016 Legislative Session 

Identifier: SB07 4CS(ST A)-LAW-CRI M-03-07-16 

Title: MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Sponsor: KELLY 

Requester: Senate Finance 

Expenditures/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

Department: Department of Law 

Appropriation: Criminal Division 

SB 74 

Allocation: Criminal Appeals/Special Litigation 

0MB Component Number: 2203 

Note: Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

Requested Request 
OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 
Personal Services 316.6 316.6 316.6 316.6 316.6 
Travel 1.5 1.5 1.5 1.5 1.5 
Services 39.8 39.8 39.8 39.8 39.8 
Commodities 6.1 6.1 6.1 6.1 6.1 
Capital Outlay 1.0 1.0 1.0 1.0 1.0 
Grants & Benefits 
Miscellaneous 
Total Operating 365.0 0.0 365.0 365.0 365.0 365.0 

Fund Source (Operating Only) 
1002 Fed Rcpts 273.7 273.7 273.7 273.7 273.7 
1003 G/F Match 45.5 
1108 Stat Desig 45.8 91 .3 91 .3 91 .3 91 .3 
Total 365.0 0.0 365.0 365.0 365.0 365.0 

Positions 
Full-time 2.0 2.0 2.0 2.0 2.0 
Part-time 
Temporary 

I Change in Revenues 500.01 500.01 500.01 500.01 500.01 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in , regulation changes adopted by your agency? No 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 
I This version contains a technical adjustment to the fund sources for the state's 25% match requirement from the initial version. 

Prepared By: 

Division: 

Approved By: 

Agency: 

(907)465-367 4 

03/07/2016 08:47 AM 

02/26/16 

316.6 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. S874 ----------2016 LEGISLATIVE SESSION 

Analysis 

In addition to other provisions amending AS 47.05, the committee substitute for SB 74 (STA) would add a provision to Title 
9, code of civil procedure, to establish an "Alaska Medical Assistance False Claim and Reporting Act." Under AS 09.58.010, 
sec. 4 of the bill, a medical assistance provider or medical assistance recipient may not knowingly submit, authorize, or 
cause to be submitted, a false or fraudulent claim under the medical assistance program. A beneficiary of a false or 
fraudulent claim, whether intentional or inadvertent, would be required to disclose the false of fraudulent claim to the 
state not later than 60 days after discovering the false claim. 

Under proposed AS 09.58.010, a medical assistance provider or recipient who engages in the prohibited acts would be 
liable to the state in a civil action for a penalty of not less than $5,500 and not more than $11,000, three times the amount 
of damages sustained by the state and costs and attorney fees. Damages could be reduced if the person liable furnishes 
the attorney general or the Department of Health and Social Services all information known to the person about the 
violation not later than 30 days after the information was obtained and the person cooperates with the attorney general, 
and no action is pending with respect to the violation. 

Under proposed AS 09.58.015 and 09.58.020, an action for damages due to a false or fraudulent claim for medical 
assistance may be brought by the attorney general, or by a private plaintiff. If a private person files a complaint, the 
complaint is under seal for at least 60 days to allow the attorney general time to investigate the action and decide 
whether to recommend dismissal due to lack of substantial evidence that a violation occurred, intervene and pursue the. 
case on behalf of the state, or allow the private person to proceed with the action on behalf of the state. The attorney 
general may request an extension of time to conduct the investigation . 

If the attorney general elects not to proceed with the action, and does not move to dismiss it, the person who brought the 
action has the right to proceed and conduct the action. The attorney general may request to be served with all documents 
related to an action pursued by a private plaintiff. To protect pending state investigations, under proposed AS 9.58.030(d), 
the attorney general may request a court to stay discovery for not more than 90 days. 

For an action brought by a private plaintiff, if the claim is successful, a private plaintiff would be entitled to a percentage of 
damages. If the attorney general pursues the action, damages to the private plaintiff would be at least 15 percent but not 
more than 25 percent of the proceeds. If the attorney general does not proceed with the action, the available damages 
amount shall be at least 25 percent but not more than 30 percent of the proceeds. 

Certain actions would be barred : actions based on evidence known to the state, actions based on allegation or 
transactions subject to an action in which the state is a party, actions based on public disclosure, and actions against the 
state or current or former state employees. The bill would also establish as part of AS 47.05, a provision authorizing 
seizure and forfeiture of property of a medical assistance provider if the attorney general finds probable cause that the 
provider has or is committing medical assistance fraud; seizure is subject to court review. 

Both the proposed Medical Assistance False Claim and Reporting Act and provision on seizure and forfeiture of real 
property require involvement of the Department of Law. The Department of Law would require attorneys, investigators, 
and support staff in order to review the complaints and make recommendations as to which action to take under the 
Medical Assistance False Claim and Reporting Act. The department anticipates that the work could be done by attorneys in 
the Medicaid Fraud Control Unit (MFCU) of the Office of Special Prosecutions and Appeals. The bill would allow for 
recovery of attorney fees incurred in prosecuting civil action for Medicaid fraud, but under federal law fifty percent of 
attorney fees recovered must be paid to the federal government to reimburse the federal government its proportionate 
share of funding the Medicaid program. 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. SB74 ----------2016 LEGISLATIVE SESSION 

Analysis Continued 

The State of Alaska recovered approximately $1.9 million in civil settlements in 2012 through the MFCU in the form of 
global class action cases as a result of the State's membership in the National Association of Medicaid Fraud Units. A 
portion of recovered monies could be used to pay MFCU attorney fees . While conservative estimates may not provide for 
full funding of the MFCU through attorney fee recoveries, it is likely that a significant portion will be recovered to pay for 
the twenty-five percent of matching state funds that are required. This fact combined with a positive fiscal note from the 
Department of Health and Social Services regarding this legislation (for savings in the amount of $800,000 for the first year 
and approximately $900,000 each year thereafter), along with the deterrent effect of the proposed legislation should result 
in significant savings for the State of Alaska. 
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State of Alaska 

2016 Legislative Session 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Identifier: S807 4CS(FIN)-DHSS-AKPH-3-8-16 Department: Department of Health and Social Services 

Title: MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Sponsor: KELLY 

Requester: Senate Rules 

Expenditures/Revenues 
Note: Amounts do not include inflation unless otherwise noted below. 

Included in 
FY2017 Governor's 

Appropriation: Alaska Pioneer Homes 

Allocation : Pioneer Homes 

0MB Component Number: 2671 

(Thousands of Dollars) 

Appropriation FY2017 Out-Year Cost Estimates 

OPERA TING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only} 
1004 Gen Fund 
1007 I/A Rcpts 
Total 

Positions 

I F,11-time 
Part-time 
Temporary 

I Change in Revenues 

Requested 
FY 2017 

0.0 

(1 ,066.7) 
1,066.7 

0.0 

Request 
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 

0.0 0.0 0.0 0.0 0.0 0.0 

(1,066.7) (1 ,066.7) (1 ,066.7) (1,066.7) (1 ,066.7) 
1,066.7 1,066.7 1,066.7 1,066.7 1,066.7 

0.0 0.0 0.0 0.0 0.0 0.0 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
{discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source{s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? No 
If yes, by what date are the regulations to be adopted, amended or repealed? n/a 

Why this fiscal note differs from previous version: 
J Not applicable, initial version. 

Prepared By: Vickie Wilson, Director Phone: ---------------------------Division: A I ask a Pioneer Homes Date: 
Approved By: ~S~a;;;n;a FETufir;;id~. AA<s~s~is:t;ta;;;n~t C~o~m;:;;m~iss;;io~n:;;;e;;:-r,FF:;;in;-;a~n~ce!;;~~~Tnl;;r~~~=--=---- Date: 

Agency: Health and Social Services 

Printed 3/9/2016 

(907)458-2228 

03/05/2016 07:00 PM 

03/08/16 

Control Code: FMobr 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

Included within the House Bill 30, State Agency Performance Audits (Chapter 19 SLA 2013), was a recommendation that the 
Department of Health and Social Services, Division of Alaska Pioneer Homes require that applicants for the payment 
assistance program first apply for Medicaid. Section 35, page 35 of Senate Bill 74 (SCSB74(FIN), version U), would adopt 
this recommendation into law. The Division of Alaska Pioneer Homes estimates that 24 Level-3 residents will be eligible for 
the Alaskans Living Independently Waiver. 

Once eligible, the division can bill Medicaid for the services being provided to the residents. This change would reduce the 
general fund requ ired for t he 24 residents by ($1,066.7) . However, in order to collect the revenue from Medicaid the 
division would need an additional $1,066.7 in inter-agency receipts, as this is how the division is allocated revenue authority 
for Medicaid receipts. 
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Fiscal Note 
State of Alaska 

2016 Legislative Session Bill Version : SB 74 

Fiscal Note Number: 

() Publish Date: 

Identifier: SB07 4CS(FIN)-DHSS-AKPH-3-8-16 Department: Department of Health and Social Services 

Title: MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Sponsor: KELLY 

Requester: Senate Rules 

Expenditures/Revenues 
Note: Amounts do not include inflation unless otherwise noted below. 

Included in 
FY2017 Governor's 

Appropriation: Alaska Pioneer Homes 

Allocation: Pioneer Homes 

0MB Component Number: 2671 

(Thousands of Dollars) 

Appropriation FY2017 Out-Year Cost Estimates 

OPERATING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) 
1004 Gen Fund 
1007 I/A Rcpts 
Total 

Positions 

I Full-t;me 
Part-time 
Temporary 

I Change in Revenues 

Requested 
FY 2017 

0.0 

(1,066.7) 
1,066.7 

0.0 

Request 
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 

0.0 0.0 0.0 0.0 0.0 0.0 

(1,066.7) (1 ,066.7) (1 ,066.7) (1 ,066.7) (1,066.7) 
1,066.7 1,066.7 1,066.7 1,066.7 1,066.7 

0.0 0.0 0.0 0.0 0.0 0.0 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? No 
If yes, by what date are the regulations to be adopted, amended or repealed? n/a 

Why this fiscal note differs from previous version: 
I Not applicable, initial version. 

Prepared By: Vickie Wilson, Director Phone: ---------------------------Division: A I ask a Pioneer Homes Date: 
Approved By: Sana Efird, Assistant Commissioner, Finance Date: 
Agency: Health and Social Services 

Printed 3/9/2016 

(907)458-2228 

03/05/2016 07:00 PM 

03/08/16 

Control Code: FMobr 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

Included within the House Bill 30, State Agency Performance Audits (Chapter 19 SLA 2013), was a recommendation that the 
Department of Health and Social Services, Division of Alaska Pioneer Homes require that applicants for the payment 
assistance program first apply for Medicaid. Section 35, page 35 of Senate Bill 74 (SCSB74(FIN), version U), would adopt 
this recommendation into law. The Division of Alaska Pioneer Homes estimates that 24 Level-3 residents will be eligible for 
the Alaskans Living Independently Waiver. 

Once eligible, the division can bill Medicaid for the services being provided to the residents. This change would reduce the 
general fund required for the 24 residents by ($1,066.7). However, in order to collect the revenue from Medicaid the 
division would need an additional $1,066.7 in inter-agency receipts, as this is how the division is allocated revenue authority 
for Medicaid receipts. 
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Fiscal Note 
State of Alaska 

2016 Legislative Session Bill Version: SB 74 

Fiscal Note Number: 

() Publish Date: 

Identifier: SB07 4CS(FIN)-DHSS-BHA-3-8-16 

MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Department: Department of Health and Social Services 

Title: Appropriation: Behavioral Health 

Allocation: Behavioral Health Administration 

Sponsor: KELLY 0MB Component Number: 2665 

Requester: Senate Rules 

Expenditures/Revenues 
Note: Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars\ 

Included in 
FY2017 Governor's 

Appropriation FY2017 Out-Year Cost Estimates 
Requested Request 

OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY2020 FY 2021 FY 2022 
Personal Services (226.7) (453.4) (453.4) (453.4) 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 0.0 0.0 0.0 (226.7) (453.4) (453.4) (453.4) 

Fund Source (Operating Only) 
1002 Fed Rcpts (113.4) (226.7) (226.7) (226.7) 
1003 G/F Match (113.3) (226.7) (226.7) (226'.7) 
Total 0.0 0.0 0.0 (226.7) (453.4) (453.4) (453.4) 

Positions 
Full-time (2.0) (4.0) (4.0) (4.0) 
Part-time 
Temporary 

I Change in Revenues 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
{discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in , regulation changes adopted by your agency? No 
If yes, by what date are the regulations to be adopted , amended or repealed? n/a 

Why this fiscal note differs from previous version: 
I This fiscal note has been updated to reflect the CS, version U. 

Prepared By: 
Division: 

Randall P. Burns, Acting Director Phone: 
_B_e_h-av-io-r-al_H_e_a_lth--~------------------- Date: 

Approved By: Sana Efird, Asst. Commissioner, Finance an Date: 
Agency: Health and Social Services 

Printed 3/9/2016 

(907)269-5948 

03/05/2016 06:00 PM 

03/08/16 

Control Code: GAWmb 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

Section 28 of CSSB74(FIN) adds a new section, AS 47.05.270, entitled "Medical assistance reform program." New 
subsection AS 47.05.270(b) instructs the Department of Health and Social Services (DHSS), in coordination with the Alaska 
Mental Health Trust Authority, to "manage a comprehensive and integrated behavioral health program," including a plan 
for providing a continuum of community-based services from a wide array of providers and disciplines that addresses 
housing, employment, and criminal justice, and reduces barriers that fragment services and reduce effectiveness and 
efficiency. It is expected that Alaskans served by the criminal justice system will benefit from the reformed system of 
behavioral health care, and savings will be realized in the Department of Corrections, Public Safety and the Court system 
as well as within the Office of Children's Services. 

Section 30 adds new subsections AS 47.07.036(d)(4) and (5) that authorize the Department to develop demonstration 
projects for innovative service delivery and payment models, and provide incentives for telehealth. New subsection AS 
47.07.036(e) requires the Department to seek 1115 demonstration waivers from the Centers for Medicare and Medicaid 
Services (CMS), and subsection (f) requires that one of these 1115 waivers focus on behavioral health system 
improvements for Medicaid recipients. These system improvements must be consistent with the improvements expected 
under Section 28, p. 26 of the bill (47.05 .270(b)) that are intended to improve access to quality care while managing costs. 

OPERATING BUDGET SAVINGS: In both FY2019 and FY2020, the Division of Behavioral Health will reduced its personal 
services line by one Mental Health Clinician Ill ($119.8) and one Health Program Manager II ($106.9), for a total of four 
positions between SFY2019 and SFY2020. 
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State of Alaska 
2016 Legislative Session 

Identifier: 

Title: 

Sponsor: 

SB07 4CS(FI N )-DHSS-MM-3-8-16 

MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

KELLY 

Requester: Senate Rules 

Expenditures/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Health and Social Services 

Appropriation: Health Care Services 

Allocation: Medical Assistance Administration 

0MB Component Number: 242 

Note: Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

Requested Request 
OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY2020 FY 2021 FY 2022 
Personal Services 218.4 218.4 218.4 218.4 218.4 218.4 
Travel 1.0 
Services 95.3 93.8 93.8 93.8 93.8 93.8 
Commodities 19.2 4.0 4.0 4.0 4.0 4.0 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 333.9 0.0 316.2 316.2 316.2 316.2 316.2 

Fund Source (Operating Only) 
1002 Fed Rcpts 167.0 158.1 158.1 158.1 158.1 158.1 
1003 G/F Match 166.9 158.1 158.1 158.1 158.1 158.1 
Total 333.9 0.0 316.2 316.2 316.2 316.2 316.2 

Positions 
Full-time 2.0 2.0 2.0 2.0 2.0 2.0 
Part-time 
Temporary 

I Change in Revenues 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill resu lt in , regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 

Yes 
07/01/17 

Provided more accurate language in narrative regarding demonstration projects. Updated to reflect the provisions of the current 
CSSB074(FIN), version U. 

Prepared By: 

Division: 

Approved By: 

Agency: 

Printed 3/9/2016 

_M_a_rg"-a_r_et_B_ro_d_ie_,_D_ir_ec_to_r ___________________ Phone: 
Health Care Services Date: 

Sana Efird , Assistant Commissioner, Finance Date: 
Health and Social Services 

(907)334-2520 
03/05/2016 12:00 AM 

03/08/16 

Control Code: redjs 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

Sections 8 through 12 and 26-28 establish a series of new provisions intended to strengthen fraud and abuse prevention 
and remediation, and include the addition of a new Alaska Medicaid False Claim and Reporting Act. These provisions 
would authorize the department to assess interest and penalties on overpayments, impose civil fines, and seize property 
of medical assistance providers who have or are committing medical assistance fraud. 

Promulgation of associated regulations will take approximately six months, with implementation effective January 1, 
2017. There will be a significant increase in appeals from these new policies. Although the Department anticipates that 
this additional workload can be accomplished without any additional positions, it will require additional training and 
minimal travel costs associated with this training. The estimated training cost for tuition is $1.5 and $1.0 for estimated 
travel costs. 

Due to the increase in appeals with the Office of Administrative Hearings for fraud and abuse handled under these 
sections, the reimbursable services agreement with that office is increased by $75.0 per year to accommodate the 
increased workload. 

Section 29, pp. 28-29, direct the department to implement the Primary Care Case Management system or managed care 
organization (MCO) contract authorized under AS 47.07.030(d). This system would require certain Medicaid recipients to 
obtain approval from a case manager or MCO before receiving certain services in order to increase the use of primary and 
preventive care, and decrease the use of specialty care and hospital services. 

Additional staff will be required to develop this program, including establishing and overseeing the contract with the 
Administrative Services Organization, and data development and analysis. Two positions will be established to support 
this and all other health delivery and payment reform initiatives in this bill (Section 30, subsection (d)(3), Health Homes; 
Section 30, subsection (d)(5) telemedicine; Section 31 (47.07.038) hospital emergency use reduction) . 

Personal Services: 
One permanent full-time Medical Assistance Administrator IV for program development and management; Range 21, 
Anchorage; $112.4 annually 
One permanent full-time Medical Assistance Administrator Ill for data systems and analysis; Range 20 Anchorage; $106.0 
annually 
Services: Office space, phones, reimbursable service agreements (RSAs) for position support costs: $18.8 annually 
Commodities: Office supplies: $4.0 annually 
One-Time Commodities Cost: Computer, software, and office equipment: $15.2 

Section 30 (d)(3) directs the department to implement the Health Homes option under section 1945 of the Social Security 
Act. Health Homes provide integrated and coordinated care for people with chronic health conditions. The department 
would need approximately two years for planning and development prior to implementation in order to determine 
eligibility criteria for recipients and for providers, design the new payment methodology and required reporting systems, 
develop and receive approval on the State Plan Amendment and associated regulations, and make required modifications 
to the Medicaid Management Information System. 

The planning phase for this initiative would begin in FY2018, with implementation in FY2020. The positions established to 
develop the Primary Care Case Management system (Section 29 of this bill) will staff this initiative. 

Section 31, pp.30-31 (47.07.038) directs the department to establish, in collaboration with the Alaska State Hospital and 
Nursing Home Association, a hospital-based project designed to reduce the use of hospital emergency 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

departments by Medicaid enrollees. 

The department proposes the existing Health Information Exchange (HIE) be utilized as the foundational technology for 
electronic exchange of patient information among hospital emergency departments. This technology is already in place, 
but education and outreach to emergency department staff to help them learn how to use the HIE is required. 

Program staff support would be required for negotiation and contracting with hospitals for the shared-savings payment 
reform associated with this initiative, and also for data systems and analysis. The positions established to develop the 
Primary Care Case Management system (Section 29 of this bill) will staff this initiative. 

Section 31 (47 .07 .039) directs the department to contract with one or more third parties to implement one or more 
coordinated care demonstration projects for Medicaid recipients, with proposals requested on or before 12/31/2016. 
Demonstration projects must include three or more of the following: comprehensive primary-care-based management for 
medical and behavioral health service; care coordination including assignment of recipients to local primary care providers, 
where possible; health promotion; comprehensive transitional care and post-discharge follow-up care; referrals to 
community and social support services; sustainability and the ability to implement in other areas of the state; integration 
and coordination of benefits and services; and local accountability for health and resource allocation. 

The demonstration projects will be implemented in three regions of the state. Planning and development would begin in 
FY2017, with implementation starting in FY2019. An estimated 30,000 Medicaid recipients would be enrolled to receive 
services through entities yet to be determined. The entities would be reimbursed on a fee-for-service basis plus shared­
savings, with the entities receiving any savings accrued to the state Medicaid program, for the first two years. The entities 
would begin accepting financial risk in the third year, with a shared savings/shared losses payment plan implemented in 
FY2021. 

Program staff support would be required for negotiation and contracting with the entities, and also for data systems and 
analysis. The positions established to develop the Primary Care Case Management system (Section 29 of this bill) will staff 
this initiative. 

(Revised 9/9/15 OMB/LFD) Page 3 of 3 

SB07 4CS(FI N)-DHSS-MAA-3-8-16 Page 3 of 3 Control Code: redjs 



State of Alaska 

2016 Legislative Session 

Identifier: SB07 4CS(FIN)-DHSS-RR-3-8-16 

Title: MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Sponsor: KELLY 

Requester: Senate Rules 

Expenditures/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Health and Social Services 

Appropriation: Health Care Services 

Allocation: Rate Review 

0MB Component Number: 2696 

Note: Amounts do not include inflation unless otherwise noted below. /Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

OPERATING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) 
1002 Fed Rcpts 
1003 G/F Match 
Total 

Positions 

I Full-time 
Part-time 
Temporary 

I Change in Revenues 

Requested Request 
FY 2017 FY 2017 

500.0 

500.0 0.0 

250.0 
250.0 
500.0 0.0 

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 

200.0 200.0 200.0 200.0 200.0 

200.0 200.0 200.0 200.0 200.0 

100.0 100.0 100.0 100.0 100.0 
100.0 100.0 100.0 100.0 100.0 
200.0 200.0 200.0 200.0 200.0 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 
I Updated to reflect the provisions of the current CSSB074(FIN), version U. 

Prepared By: 
Division: 

Approved By: 
Agency: 

Printed 3/9/2016 

Yes 
07/01/17 

(907)334-2520 

03/04/2016 05:00 PM 

03/08/16 

Control Code: MDBUT 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

Section 28 (47.0S.270(a}(8)) requires the Department to adopt regulations to design and implement a program for reforming the 
state medical assistance program under AS 47.07. The reform program must include redesigning the payment process by 
implementing fee agreements that include certain premium payments, penalties, bundled payments, and global payments. This 
work will specifically be accomplished through the demonstration projects required under Section 30 of the bill because the 
projects will focus on innovative payment models. Therefore, fiscal impact for this section is fully accounted for in the analysis of 
Section 30 of the bill (see below). 

Section 30 (47 .07 .036(e)) requires the Department to apply for a §1115 demonstration waiver to establish one or more 
demonstration projects focused on innovative payment models. The projects may include managed care organizations, 
community care organizations, patient-centered medical homes, or innovative payment models. 

Redesigning payment processes and/or service delivery models would require changes in regulation, and possibly State Plan 
Amendments (in addition to the demonstration waiver) . Changes in regulation would vary for each provider type and would 
require stakeholder input before implementation. 

Demonstration projects that focus on innovative payment models, including a managed care system with care coordination and 
global payments, will involve complex data analysis and calculations that require actuarial expertise. Once an innovative payment 
model is established, administration of the system would still require actuarial expertise that is available by contract. 

The initial and ongoing costs associated with hiring a contractor to perform this work are not fully known at this t ime. Based on 
consultation with other states and experts concerning the cost of actuarial services for Medicaid managed care systems, the 
Department estimates a one-time $500.0 contract for a firm to analyze and implement one or more innovative payment models, 
and an annual $100.0 contract for actuarial work and assistance with administration. 

While the Department will contract for actuarial services and support, the Office of Rate Review will be responsible for the rate 
calculations and financial analysis. The Department anticipates that this work can be accomplished without adding any positions. 

Section 31 p. 33 (47.07.039(c)) requires that for any contract with a managed care organization, primary care case manager, 
accountable care organization, prepaid ambulatory health plan, or provider-led entity to implement a demonstration project, the 
fee structure may include global payments, bundled payments, capitated payments, shared savings and risk, or other payment 
structures. Since this pertains to implementing a demonstration project and concerns innovative payment models, the fiscal 
impact for this section is fully accounted for in the analysis of Section 30 of the bill (see above). 

Section 31, p. 33 (47 .07 .039(e)) requires the Department to contract with a th ird-party actuary to review demonstration projects 
after one year of implementation and make recommendations for the implementation of a similar project on a statewide basis. 
Starting in 2018, on or before December 31 of each year, the actuary must submit a final report to the department regarding any 
demonstration project that has been in operation for at least one year. Since this will likely result in actuarial review of multiple 
projects or project components each year in the immediate future, this work would be incorporated in the actuary contract 
described in the analysis of Section 30 of the bill (see above). To account for this increased workload, the Department estimates 
that the annual contract for actuarial work and assistance with administration would be increased by an additional $100.0. 

(Revised 9/9/15 OMB/LFD) Page 2 of 2 
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State of Alaska 

2016 Legislative Session 

Identifier: 

Title: 

Sponsor: 

SB07 4CS(FI N )-DHSS-Fl-3-8-16 

MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

KELLY 

Requester: Senate Rules 

Expenditures/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Health and Social Services 

Appropriation: Public Assistance 

Allocation: Fraud Investigation 

0MB Component Number: 237 

Note: Amounts do not include inflation unless otherwise noted below. /Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

OPERATING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) 
1002 Fed Rcpts 
1004 Gen Fund 
Total 

Positions 

I F,11-t;m, 
Part-time 
Temporary 

I Change in Revenues 

Requested 
FY 2017 

680.0 

680.0 

61.2 
618.8 
680.0 

Request 
FY 2017 FY 201 8 FY 2019 FY2020 FY 2021 FY 2022 

(46.0) (46.0) (46.0) (46.0) (46.0) 

0.0 (46.0) (46.0) (46.0) (46.0) (46.0) 

(23.0) (23.0) (23.0) (23.0) (23.0) 
(23.0) (23.0) (23.0) (23.0) (23.0) 

0.0 (46.0) (46.0) (46.0) (46.0) (46.0) 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? No 
If yes, by what date are the regulations to be adopted, amended or repealed? n/a 

Why this fiscal note differs from previous version: 
! Initial version; replacing a fiscal note for Public Assistance Administration. 

Prepared By: Sean O'Brien, Director Phone: 
Division: 

_P_u_b-lic_A_s_s-is-ta-n-ce ______________________ Date: 

Approved By: Sana Efird, Asst. Commissioner, Finance an Date: 
Agency: Health and Social Services 

Printed 3/9/2016 

(907)465-584 7 

03/05/2016 10:00 PM 

03/08/16 

Control Code: CAjpp 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

Section 24 of the proposed legislation directs the department to establish an enhanced computerized income, asset, and 
identity verification system in order to deter fraud and eliminate duplication of public assistance benefits. The 
department is directed to procure the system through a competitive contract with a third party vendor. The annual 
savings to the state resulting from the system must exceed the cost of the system. 

Assumptions: 

The system will be web-enabled and interface electronically with the department's eligibility and enrollment system. 
Following a competitive process, the selected system will be implemented January 1, 2017, to allow the interface to begin 
along with full implementation of the division's new eligibility and enrollment system, ARIES. 

The contractual system costs will be based on number of inquiries (encounters) submitted to the system. The estimated 
cost per encounter is 60 cents. The anticipated savings for cost avoidance will be used to offset the costs of the system 
starting in FY2018. 

The Division of Public Assistance Fraud Unit may see a net savings of up to $46.0 in personal services by FY2018 as a result 
of the overall decreased volume of cases the division will need to investigate as a result of this new system being able to 
screen out individuals who might have otherwise been found eligible. 

The department received federal financial participation to fund the existing 12 interfaces (two state and ten federal) that 
provide an array of information to verify residency, citizenship, incarceration, felons, date of death, child support, 
intentional program violations in another state, identity and income. We anticipate very little federal financial 
participation for this new system because it duplicates many of these functions. 

One-time costs: 
• ARIES related changes (interface design, security setup to allow single sign on, potential page display within ARIES): 

$250,000. 
• State implementation costs (process define, documentation updates, user acceptance testing, training, heightened 

support during implementation, potential IV&V support) $400,000 

Section 31 of the proposed legislation directs the department to refer Medicaid recipients to community resources, 
Department of Labor and the University for education and career opportunities. 

Assumptions: 

Notice will be sent from ARIES to refer adults approved for Medicaid to Department of Labor, universities or 
community resources. 

The Division will program ARIES to send the new notice to adult Medicaid recipients who are not elderly or 
disabled. 

One-time cost: 
- $30.0, 75% of which will be federal funds and 25 percent will be state general funds. 

SB07 4CS(FI N)·DHSS·Fl-3·8· 16 Page 2 of 2 Control Code: CAjpp 



State of Alaska 

2016 Legislative Session 

Identifier: 

Title: 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Health and Social Services 

Appropriation: Senior and Disabilities Services 

SB07 4CS(FIN)-DHSS-SDSA-3-8-16 

MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES Allocation: Senior and Disabilities Services Administration 

Sponsor: KELLY 0MB Component Number: 2663 

Requester: Senate Rules 

Expenditures/Revenues 
Note: Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars) 

Included in 
FY2017 Governor's 

Appropriation FY2017 Out-Year Cost Estimates 
Requested Request 

OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 
Personal Services 97.3 318.3 318.3 318.3 318.3 318.3 
Travel 2.3 6.9 6.9 6.9 6.9 6.9 
Services 186.8 408.6 325.9 10.5 10.5 10.5 
Commodities 2.5 7.5 7.5 7.5 7.5 7.5 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 288.9 0.0 741.3 658.6 343.2 343.2 343.2 

Fund Source (Operating Only) 
1002 Fed Rcpts 217.8 444.0 402.6 171.6 171.6 171 .6 
1003 G/F Match 71 .1 297.3 256.0 171 .6 171 .6 171 .6 
Total 288.9 0.0 741.3 658.6 343.2 343.2 343.2 

Positions 
Full-time 1.0 3.0 3.0 3.0 3.0 3.0 
Part-time 
Temporary 

I Change in Revenues 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required} 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required} 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 

yes 
07/01/17 

Updates personal services costs, allocates costs for assessments in FY2018 and FY2019 and corrects fund source for CS SB 74, 
version U. 

Prepared By: 
Division: 
Approved By: 
Agency: 

Printed 3/9/2016 

_D_u_a_n_e _M_a"-ye_s_, _D_ire_c_to_r ____________________ Phone: 
Senior and Disabilities Services Date: 

--:s=-a-n-a-=E:::-fir-cd-, A..,..s_s_t.--:C:-o-m-m...,.is-s..,..io-n-er-, -::-Fi:-n-an_c_e-fa::l"inr'c:l-'1F--l;B--''7'"1'.~..---.,,..------- Date: 

Health and Social Services 

(907)269-2083 

03/05/2016 08:00 AM 
03/08/16 

Control Code: ZFjWP 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

CSSB74(FIN) authorizes DHSS to apply for federal waivers and options to reform the Medicaid program and to assess the 
most cost-effective method for revising expansion coverage. 

Section 28, p.25 lines 27-29 charge the Department with "reducing the cost of ... senior and disabilities services provided 
to recipients of medical assistance under the state's home and community-based services waiver." 

Section 30, p. 29, lines 10-13, subsections (d) (1) and (2) of the bill more specifically directs the State to apply to the 
Centers for Medicare and Medicaid Services (CMS) to develop two new Medicaid funding authorities, the 1915(i) and 
1915(k) State Plan options. Under these new authorities the state will realize savings in the provision of home and 
community-based services (HCBS) . 

Services under these new funding authorities will reduce general fund expenditures by replacing 100% general fund 
services with 50% fed/ 50% GF match (1915(i) option) or capturing a higher federal match rate (1915(k)). 

In FY2018 and FY2019, the department anticipates new costs associated with initial eligibility assessments of individuals 
previously served through the general fund grant programs or services. The estimated number of new assessments= 
1,539. Cost per assessment= $225.41 (not including travel). Assessments for 953 recipients transitioning from 
Community Developmental Disabilities Grant total $214.8 in FY2018, at 50% fed/ 50% GF match. Assessments for 586 
recipients transitioning from Senior Community Based Grants and General Relief /Temporary Assistance total $132.1 in 
FY2019, at 50% fed/ 50% GF match. Total estimated cost (FY2018 and FY2019) to manage the 1,539 initial eligibility 
assessments= $346.9. 

In FY2017, FY2018 and FY2019 the Department anticipates additional expenditures related to the "Automated Services 
Plan" management information system. State staff, providers, and consumers will have access to the system and a public 
web resource center. The Department will plan and configure substantial, necessary software changes to this system for 
new assessments, additional programmatic elements, and interfaces with other department data management systems. 
Additional user accounts and licenses, and training and support for all users, will need to be developed and supported. 
The estimated costs for case management system development=$ 550.0, eligible for enhanced federal funding at a 90 
percent federal match, and spread in equal thirds over FY2017-2019. 

Both the increased assessments at $346.9, and case management system development at $550.0, will be services line 
item expenditures. These costs will be realized in the development years, while the savings will continue and grow as 
overall expenditures grow. 

To plan, develop, and manage the new program, beginning in FY2017 Senior and Disabilities Services will require three 
additional full-time staff: one staff person beginning in August 2016 (FY2017), and two more staff beginning in FY2018. 
These will be Health Program Manager II positions, located in Anchorage, in the GG unit, each= $106.1; Travel= $2.3; 
Services= $3.5; Commodities= $2.5. FY2017 personal services costs are prorated to reflect the August 1, 2016 start date. 

Regulation changes are required to implement the new options and would involve extensive public comment. The 
estimated effective date of this regulation change is July 2017. 

(Revised 9/9/15 OMB/LFD) Page 2 of 2 
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State of Alaska 

2016 Legislative Session 

Identifier: SB07 4CS(FIN}-DHSS-GRT AL-3-8-16 

Title: MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Sponsor: KELLY 

Requester: Senate Rules 

Expenditures/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Health and Social Services 

Appropriation: Senior and Disabilities Services 

Allocation: General Relief/Temporary Assisted Living 

0MB Component Number: 2875 

Note: Amounts do not include inflation unless otherwise noted below. /Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

OPERATING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) 
1004 Gen Fund 
Total 

Positions 

I Full-t;me 
Part-time 
Temporary 

I Change in Revenues 

Requested 
FY 2017 

0.0 

0.0 

Request 
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 

(4,689.9) (4,689.9) (4,689.9} (4,689.9) 

0.0 0.0 (4,689.9) (4,689.9) (4,689.9) (4,689.9) 

(4,689.9) (4,689.9) (4,689.9) (4,689.9) 
0.0 0.0 (4,689.9) (4,689.9) (4,689.9) (4,689.9) 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 

yes 
07/01/18 

I Corrects the year of first anticipated UGF savings under 1915(i) option for CS SB 7 4 version U. 

Prepared By: _D_u_a_ne_M_ay'-e_s_, D_i_re_c_to_r ____________________ Phone: 
Division: Senior and Disabilities Services Date: 
Approved By: -cs=-a-n-a-=E:-::-fir:--d:-, A-:--s-s-=--1.-=c=-o-m-m...,.is-s-=--io-n-er-, -=-Fi=-n-an_c_e-fa"incf'-f-'1RB-'~~~ -=------- Date: 

Agency: Health and Social Services 

Printed 3/9/2016 

(907)269-2083 

02/26/2016 03:00 PM 
03/08/16 

Control Code: PSYgC 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

In part, CSSB74(FIN) authorizes the DHSS to apply for federal waivers and options to reform the Medicaid program and to 
assess the most cost-effective method for revising expansion coverage. 

Section 28, p.25 lines 27-29 require the department to "reduce the cost of ... senior and disabilities services provided to 
recipients of medical assistance under the state's home and community based waiver." 

Section 19, lines 10-13, subsection (d) (1) of the bill directs the Department to apply for the 1915(i) option under 
Medicaid. 

Making use of the 1915(i) option offers the Department the opportunity to shift eligible recipients from 100% general 
funded grant programs to the 50% federal/SO% general fund funded 1915(i) Medicaid option. 

General Relief/Temporary Assistance (GR) provides temporary residential care for vulnerable adults who are ineligible for 
assistance from other programs. The Department assumes that all general relief recipients will be assessed for eligibility 
under the 1915(i) or behavioral health 1115 demonstration project. Of those assessed, the Department anticipates 349 
being eligible for the 1915(i) option. 

Current funding for GR program: $7,323.9 
Total number served: 545 
Average cost per individual : $13,438.35 
Estimated eligible for 1915(i): 349 
General fund services to be refinanced through the 1915(i) Medicaid option=$ 4,689.9 

Changes to the State Plan and regulations are required to implement the new option and would involve extensive public 
comment. The Department expects the 1915(i) option for temporary assisted living services to be implemented by 
FY2018. 

(Revised 9/9/15 OMB/LFD) Page 2 of 2 
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State of Alaska 
2016 Legislative Session 

Identifier: SB07 4CS(FI N )-DHSS-SCBG-3-8-16 

Title: MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Sponsor: KELLY 

Requester: Senate Rules 

Expe nditu res/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Health and Social Services 

Appropriation: Senior and Disabilities Services 

Allocation: Senior Community Based Grants 

0MB Component Number: 2787 

Note: Amounts do not include inflation unless otherwise noted below. /Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

OPERATING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) 
1004 Gen Fund 
Total 

Positions I F,11-time 
Part-time 
Temporary 

I Change in Revenues 

Requested 
FY 2017 

0.0 

0.0 

Request 
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 

(735.2) (735.2) (735.2) (735.2) 

0.0 0.0 (735.2) (735.2) (735.2) (735.2) 

(735.2) (735.2) (735.2) (735.2) 
0.0 0.0 (735.2) (735.2) (735.2) (735.2) 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in , regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 

yes 
07/01/18 

I Corrects the year of first anticipated UGF savings under 1915(i) option for CS SB 7 4, version U. 

Prepared By: _D_u_a_ne_M_ac....ye_s_, _D_ire_c_to_r ____________________ Phone: 
Division: Senior and Disabilities Services Date: 
Approved By: -=s=--a-n-a-=E7fir-:d-:, A..,-s-s-:t.-::C:-o-m-m-:-is-s..,..io-n-er-, =Fi-,na_n_c_e-fa3tn "e'c:f-'iHiEr'r'T.~-=--=------ Date: 

Agency: Health and Social Services 

Printed 3/9/2016 

(907)269-2083 
02/26/2016 03:00 PM 
03/08/16 

Control Code: fxstH 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

In part, CSSB74{FIN) authorizes the DHSS to apply for federal waivers and options to reform the Medicaid program and to 
assess the most cost-effective method for revising expansion coverage. 

Section 28, p. 25 lines 27-29 charge the Department with "reducing the cost of... senior and disabilities services provided 
to recipients of medical assistance under the state's home and community-based services waiver." 

Section 30, p. 29, lines 11-13 direct the Department to apply for the 1915(i) option under Medicaid . 

Making use of the 191S(i) option offers the Department the opportunity to shift eligible recipients from 100% general 
funded grant programs to the 50% federal/SO% general fund funded 1915(i) Medicaid option . 

The Department will use this option to refinance the Senior Community Based Grant component's Adult Day and Senior 
In-Home Services for those who are receiving the service and are also Medicaid eligible. 

Adult Day Grant: Total general fund expenditures= $1,757.0, serving 423 recipients. Of those, the Division of Senior and 
Disabilities Services (SOS) anticipates serving 114 under the 1915(i) option with an average cost per individual of 
$4,153.69. Estimated general fund Adult Day grant services to be refinanced with the 1915(i) Medicaid option= $473.5. 

Senior In-Home Grant: Total general fund expenditures= $2,917.3, serving 1,371 individuals. Of those, SOS anticipates 
serving 123 under the 1915(i) option with an average cost per individual of $2,127.84. Estimated general Senior In-Home 
grant services to be refinanced with the 1915(i) Medicaid option= $261.7. 

The combined estimated general fund to be refinanced through the use of the 1915(i) option= $735.2. 

Changes to the State Plan and regulations are required to implement the new option and would involve extensive public 
comment. The Department expects the 1915(i) option for senior community based services to be implemented by 
FY2018. 

(Revised 9/9/15 OMB/LFD) Page 2 of 2 
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Fiscal Note 
State of Alaska 

2016 Legislative Session Bill Version: SB 74 

Fiscal Note Number: 

() Publish Date: 

Identifier: 

Title: 

SB07 4CS(FI N )-DHSS-CDDG-3-8-16 

MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Department: Department of Health and Social Services 

Appropriation: Senior and Disabilities Services 

Allocation: Community Developmental Disabilities Grants 

Sponsor: KELLY 0MB Component Number: 309 

Requester: Senate Rules 

Expenditures/Revenues 
Note: Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars) 

Included in 
FY2017 Governor's 

Appropriation FY2017 Out-Year Cost Estimates 

OPERATING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) 
1037 GF/MH 
Total 

Positions 

I Full-time 
Part-time 
Temporary 

I Change in Revenues 

Requested 
FY 2017 

0.0 

0.0 

Request 
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 

(5,817.9) (11 ,635.8} (11,635.8) (11,635.8) (11,635.8) 

0.0 (5,817.9) (11,635.8) (11,635.8) (11,635.8) (11,635.8) 

(5,817.9) (11 ,635.8) (11 ,635.8) (11 ,635.8) (11 ,635.8) 
0.0 (5,817.9) (11,635.8) (11,635.8) (11,635.8) (11,635.8) 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 

yes 
01/01/18 

I Corrects the year of first anticipated UGF savings under 1915(i) option for CS SB 7 4, version U. 

Prepared By: _D_u_a_ne_M_a:....ye_s..c.., _Di_re_c_to_r ____________________ Phone: 
Division: 
Approved By: 

Senior and Disabilities Services Date: 
-s=-a_n_a __ E-:-fi-rd-, -As_s_t.-:C:-o-m_m...,.is-s-io-n-er-, -,F-in-an_c_e4a1n,f'='-fJif--l-8-'.,..,~..:---::------ Date: 

Agency: Health and Social Services 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

In part, CSSB74 (FIN) authorizes DHSS to apply for federal waivers and options to reform the Medicaid program and to 

assess the most cost-effective method for revising expansion coverage. 

Section 28, p.25 lines 27-29 charge the department with "reducing the cost of .. . senior and disabilities services provided 

to recipients of medical assistance under the state's home and community-based services waiver." 

Section 30 (d) (1) of the bill directs the Department to apply for the 1915(i) option under Medicaid. 

Making use of the 191S(i) option offers the Department the opportunity to shift eligible recipients from 100% general 

funded grant programs to the 50% federal/SO% general fund funded 1915(i) Medicaid option. 

Individuals receiving home and community-based services through the Community Developmental Disabilities Grant 

(CDDG) program must meet the definition of a person with a developmental disability presented in AS 47.80.900. The 

CDDG program provides home and community-based services to support individuals' desire to live as independently as 

they are able. 

The Department will use the 1915(i) funding option to refinance services provided through the Community Developmental 

Disabilities Grant program. 969 individuals accessed CDDG services in FY2015 with an average cost per recipient of 

$12,008.04 per individual per year, for a total budget of $11,635.8 general funds. All recipients could be transitioned from 

the CDDG program to the 1915(i) Medicaid option. 

Changes to the State Plan and regulations are required to implement the new option and would involve extensive public 

comment. The Department expects the 1915(i) option for community developmental disabilities services to be 

implemented by January 1, 2018. Savings have been prorated for FY2018. 
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State of Alaska 

2016 Legislative Session 

Identifier: SB07 4CS(FIN)-DHSS-C0-3-8-16 

Title: MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Sponsor: KELLY 

Requester: Senate Finance Committee 

Expenditures/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Health and Social Services 

Appropriation: Departmental Support Services 

Allocation: Commissioner's Office 

0MB Component Number: 317 

Note: Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

Requested Request 
OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY2020 FY 2021 FY 2022 
Personal Services 496.4 496.4 496.4 496.4 496.4 496.4 
Travel 9.6 9.6 9.6 9.6 9.6 9.6 
Services 772.6 37.6 37.6 37.6 37.6 37.6 
Commodities 38.4 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 1,317.0 0.0 543.6 543.6 543.6 543.6 543.6 

Fund Source (Operating Only) 
1002 Fed Rcpts 291 .0 271 .8 271.8 271.8 271.8 271.8 
1003 G/F Match 291.0 271 .8 271 .8 271.8 271.8 271.8 
1004 Gen Fund 735.0 
Total 1,317.0 0.0 543.6 543.6 543.6 543.6 543.6 

Positions 
Full-time 4.0 4.0 4.0 4.0 4.0 4.0 
Part-time 
Temporary 

I Change in Revenues 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in , regulation changes adopted by your agency? no 
If yes, by what date are the regulations to be adopted, amended or repealed? n/a 

Why this fiscal note differs from previous version: 
I Corrected typo in feasibility study cost in analysis. 

Prepared By: _M_e_li_ss_a_O_r_d_ne_r_, B_u_d_g_et_M_a_n_a_ge_r _________________ Phone: 
Division: 
Approved By: 

Departmental Support Services Date: 
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Agency: Health and Social Services 

Printed 3/9/2016 

(907)465-1629 
03/05/2016 09:00 PM 
03/08/16 

Control Code: PsDCn 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

Section 40 of this bill directs the Department to conduct a study analyzing the feasibility of privatizing services delivered at 
some of the Department's 24/7 residential facilities - Alaska Pioneer Homes and select facilities in the Division of Juvenile Justice 
(DJJ). In addition, the Department is directed to, in conjunction with the Alaska Mental Health Trust Authority, conduct a study 
analyzing the feasibility of privatizing services delivered at the Alaska Psychiatric Institute. A summary of the findings is due to 
the legislature by the 10th day of the first regular session of the thirtieth legislature. 

The Division of Alaska Pioneer Homes (AKPH) has a central office, a pharmacy, and six 24-hour facilities which provide assisted 
living care and memory care to residents. In total, the central office, pharmacy, and six facilities account for 600 permanent 
positions and 501 licensed assisted living home beds. 

The Division of Juvenile Justice operates eight 24-hour Alaska youth facilities that account for 342 permanent positions and 258 
beds. 

The Alaska Psychiatric Institute is a 24-hour, 80 bed, nationally accredited inpatient psychiatric hospital employing about 250 
permanent staff and organizationally housed within the Division of Behavioral Health (DBH). 

The Department will contract out for this study, which will assess the most common types of privatization and rank them by 
applicability for DHSS residential services. 

The contractor will need to provide: 
(1) a final written feasibility analysis report 
(2) a comprehensive assessment of the ranked privatization options 
(3) an analysis of the impact to DHSS DJJ, AKPH and API services and clientele thereof that privatization will cause 
(4) employer costs resulting from any labor relations and/or union contract stipulations regarding privatizing state employee 

duties 
(5) recommendations for cost saving measures that would help the Department if privatization is not feasible 

The contractor must consider: 
- the complex nature of the population served by each facility 
- the variety of Alaskan communities 
- stakeholders' needs 

The contractor must bring to bear considerable expertise in the services and systems, legal authorities, frameworks and funding 
mechanisms specific to the two Divisions. Additionally, the contractor must have knowledge of the process and outcomes of 
privatization of similar services in other states, and specific application to services provided in Alaska. 

To arrive at the estimated contract cost of $735.0, the Department assumed that the options outlined by the National League of 
Cities guidance regarding privatizing municipal services are followed (see 
http://www.nlc.org/Documents/Find%20City%20Solutions/Research%20/nnovation/Economic%20Development/privitizing­
municipal-services-gid-10.pdf) and contractors would charge similar rates to those previously paid by DHSS. In addition, a well­
planned feasibility study would require on-site visits. 

Included in this note is the creation of the Tribal Federal Liaison Section that will aggressively move forward on the new Centers 
for Medicare and Medicaid Services (CMS) policy to obtain maximum savings in as quick a timeline as possible. This section 
would have statewide multi-division and departmental responsibility for effectively implementing tasks to obtain maximum 
refinancing and savings associated with the CMS policy clarification on tribal claiming. It would include federal tribal liaison 
work with CMS, covering all aspects of the Alaska Medicaid program. 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

This section will be responsible for achieving the enhanced savings in tribal claiming shown in the Health Care Medicaid Services 
component. These positions have also been proposed in the House and Senate Finance subcommittee recommendations for 
the DHSS operating budget. 

Enhanced federal funding for the Medicaid program is contingent upon development and implementation of referrals, care plans 
and claiming for services to Alaska Native and American Indians (AN/Al) . This will require maintaining and amending the 
Medicaid State Plan in accordance with federal requirements and regulations. As such, this section will provide department-wide 
oversight and expert policy analysis to meet the new CMS policy requirements. 

This new section will be made up of four new positions: One Division Operations Manager, two Medical Assistance Administrator 
IVs, and one Medical Assistance Administrator I. Costs are as follows. 

Personal Services: One permanent full-time Division Operations Manager; Range 24, Juneau;$ 152.9 annual cost 
Two permanent full-time Medical Assistance Administrator IV; Range 21, Juneau;$ 249.8 annual cost 
One permanent full-time Medical Assistance Administrator I; Range 16, Juneau;$ 93.6 annual cost 
Travel : 9.6 annually (only the Manager and one Administrator IV will travel) 
Services: Office space, phones, reimbursable service agreements (RSA) for position support costs: $37.6 annually 
Commodities: Office supplies: $8.0 annually 
One-Time Commodities Cost: Computer, software, and office equipment: $30.4 (FY2017) 

(Revised 9/9/15 OMB/LFD) 
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Fiscal Note 
State of Alaska 

2016 Legislative Session Bill Version: SB 74 

Fiscal Note Number: 

() Publish Date: 

Identifier: SB07 4CS(FI N )-DHSS-BHMS-3-8-16 Department: Department of Health and Social Services 

Appropriation: Medicaid Services Title: MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES Allocation: Behavioral Health Medicaid Services 

Sponsor: KELLY 0MB Component Number: 2660 

Requester: Senate Rules 

Expend itu res/Revenues 
Note: Amounts do not include inflation unless otherwise noted below. <Thousands of Dollars) 

Included in 
FY2017 Governor's 

Appropriation FY2017 Out-Year Cost Estimates 

OPERATING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) 
1002 Fed Rcpts 
1037 GF/MH 
Total 

Positions 

I F,11-1;me 
Part-time 
Temporary 

I Change in Revenues 

Requested Request 
FY 2017 FY 2017 

250.0 

250.0 0.0 

125.0 2,750.0 
125.0 (2,750.0) 
250.0 0.0 

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 

3,750.0 5,300.0 5,500.0 5,800.0 5,800.0 

1,100.0 4,600.0 8,700.0 13,200.0 13,200.0 

4,850.0 9,900.0 14,200.0 19,000.0 19,000.0 

6,187.0 10,132.0 13,804.0 17,794.0 17,794.0 
(1 ,337.0) (232.0) 396.0 1,206.0 1,206.0 

4,850.0 9,900.0 14,200.0 19,000.0 19,000.0 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 1,000.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 
I This fiscal note has been updated to reflect the provisions of CSSB74(FIN) version U. 

Yes 
07/01/18 

Prepared By: _R_a_n_d_al_l P_._B_u_rn_s_, A_c_ti_n.=..g_D_ire_c_to_r _________________ Phone: 
Division: 
Approved By: 

Behavioral Health Date: 
-:S:-a_n_a-::E-::fi-rd:-, A-:-s_s_t.--:C:-o-m-m...,.is-s-:-io-n-er-, """F:-in-an_c_e-la1n,e-f-'1f-l,8-'~~..,--=------- Date: 

Agency: Health and Social Services 

Printed 3/9/2016 

(907)269-5948 

03/05/2015 06:00 PM 

03/08/16 

Control Code: OV Jgf 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

Section 28 of CSSB74(FIN) adds a new section, AS 47.05.270, entitled "Medical assistance reform program." New 
subsection AS 47.05.270(b) instructs the Department of Health and Social Services (DHSS), in coordination with the Alaska 
Mental Health Trust Authority, to "manage a comprehensive and integrated behavioral health program," including a plan 
for providing a continuum of community-based services from a wide array of providers and disciplines that addresses 
housing, employment, and criminal justice, and reduces barriers that fragment services and reduce effectiveness and 
efficiency. It is expected that Alaskans served by the criminal justice system will benefit from the reformed system of 
behavioral health care, and savings will be realized in the Department of Corrections, Public Safety and the Court system 
as well as within the Office of Children's Services. 

Section 30 adds new subsections AS 47.07.036(d)(4) and (5) that authorize the Department to develop demonstration 
projects for innovative service delivery and payment models, and provide incentives for telehealth . New subsection AS 
47.07.036(e) requires the Department to seek 1115 demonstration waivers from the Centers for Medicare and Medicaid 
Services (CMS), and subsection (f) requires that one of these 1115 waivers focus on behavioral health system 
improvements for Medicaid recipients. These system improvements must be consistent with the improvements expected 
under Section 28, p. 26 of the bill (47.05.270(b)) that are intended to improve access to quality care while managing costs. 

Following CMS approval of the 1115 behavioral health Medicaid demonstration waiver, DHSS will apply to amend that 
waiver to expand access to substance use disorder services. The amendment will seek an Institution for Mental Diseases 
(IMO) exclusion for those services currently not reimbursed by Medicaid that are provided in an inpatient or residential 
substance use disorder setting having more than 16 beds. Starting in FY2018, the division will contract with an 
Administrative Services Organization (ASO) to develop and manage a network of providers; establish utilization 
management; provide quality and outcomes reporting; provide fraud, waste, and abuse auditing; and demonstrate 
benchmarks on healthcare outcomes and quality. 

This fiscal note includes $250.0 in both SFY2017 and SFY2018 for consulting contracts to assist the Department in the 
design and implementation of a managed behavioral health system of care, and to assist with development of the 1115 
demonstration waiver application. 

The design and implementation of a managed system of behavioral health care will require necessary changes to the 
Medicaid Management Information System (MMIS) . 

Capital Budget: One-time MMIS system changes: $1,000.0 {90% federal\10% GF match) 

The table below summarizes the Behavioral Health Medicaid Services operating costs of this legislation. Costs are subject 
to a blended FMAP rate of between 50% and 100%, depending on the populations served. 

Beha,viora] Health Medic.aid Services 

Summary of Operating Expendihlres 

FY2017 FY201S FY201.9 FY2020 FY2021 FY2022 

Grants: Change i n Med ica l Costs due to 
$ 1,100.0 $ 4,600.0 $ 8,700.0 $ 13,200.0 $ 13,200.0 

Medica id Redesign Init iatives 

Services: Administrative Service 

Organ iz:ation Contract 
$ 3,500.0 $ 5,300.0 $ 5,500.0 $ 5,&00.0 $ 5,&00.0 

Services: 1115 Consult ing Contract $ 250.0 $ 250 .0 

Total Expenditures $, 250.0 $ 4,S50.0 $, 9,900.0 $ 14,200.0 $ 19,000.0 $ 19,000.0 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

Section 38 directs the Department to collaborate with Alaska tribal health organizations to implement federal policy on 
tribal Medicaid reimbursement. The Department, anticipating benefits from the recently published CMS national policy 
allowing states to broaden the range of services eligible for 100% Federal Medical Assistance, has projected impacts in the 
initial years of policy implementation. This fiscal note addresses a percentage of the total expenditures for Alaska 
Native/ American Indian (AN/ Al) recipients served at the largest in-state, non-tribal RPTC's facilities, then working into the 
out-of-state medium and smaller sized facilit ies as the contracting process is refined and the policy fully understood. 

Percentage of total payments to non-tribal Residential Psych iatric Treatment Centers (RPTC) FY2015 
Based on SFY2015 data, which indicated that there were a total of 193 unduplicated AN/Al recipients rece iving RPTC 
services at non-tribal sites, DHSS projected t he maximum State benefit that could be realized from the new tribal policy 
between now and SFY2021; that total is $6,050.0 (estimated $12,100.0 in expenditures by 2021, at the previous FMAP rate 
of 50%). Under the new policy, the chart below shows in-state provider savings begining in SFY2017 ($2,750.0). From 
FY2018 forward, out-of-state providers are added for an additional savings of $825 .0 in each subsequent year. 

RPTC svc.s FYZ017 

(Revised 9/9/15 OMB/LFO) 

fod 
GF/MH 

I $ 2,750.0 

$ {2,750.0) 

SB07 4CS(FIN)-DHSS-BHMS-3-8-16 

FYZ018 
$ 3,575.0 

$ (3,575.0) 

FYZ019 FY20ZO 
$ 4,400.0 $ 5,225,.0 

$ {4,400.0) $ {5,225.0) 
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FY2021 FY2022 
$ 6,050.0 $ 6,050.0 

$ (6,050.0) $ (6,050.0) 
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Fiscal Note 
State of Alaska 

2016 Legislative Session Bill Version : SB 74 

Fiscal Note Number: 

() Publish Date: 

Identifier: SB07 4CS(FIN)-DHSS-HCMS-3-8-16 

MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Department: Department of Health and Social Services 

Title: Appropriation: Medicaid Services 

Allocation: Health Care Medicaid Services 

Sponsor: KELLY 0MB Component Number: 2077 

Requester: Senate Rules 

Expenditures/Revenues 
Note: Amounts do not include inflation unless otherwise noted below. /Thousands of Dollars) 

Included in 
FY2017 Governor's 

Appropriation FY2017 Out-Year Cost Estimates 

OPERATING EXPENDITURES 
Personal Services 
Travel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 
Total Operating 

Fund Source (Operating Only) 
1002 Fed Rcpts 
1003 G/F Match 
1108 Stat Desig 
Total 

Positions 

I F,11-time 
Part-time 
Temporary 

I Change in Revenues 

Requested Request 
FY 2017 FY2017 

1,887.5 

(1 ,550.3) 

337.2 0.0 

20,407.1 6,700.0 
(20,204.8) (6,700.0) 

134.9 
337.2 0.0 

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 

536.5 436.5 436.5 436.5 436.5 

(4,304.9) (16,795.7) (22,487.1) (28,644.1) (32,548.4) 

(3,768.4) (16,359.2) (22,050.6) (28,207.6) (32,111.9) 

31,427.1 28,710.4 29,464.7 29,986.2 28,034.1 
(35,372.9) (45,289.4) (51,735.1) (58,413.6) (60,365.8) 

177.4 219.8 219.8 219.8 219.8 
(3,768.4) (16,359.2) (22,050.6) (28,207.6) (32,111.9) 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 6,900.0 (separate capital appropriation required) 
{discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed? 

Why this fiscal note differs from previous version: 

Yes 
07/01/17 

I Corrected calculations for coordinated care demonstration project under Section 31 (47.07.039)(c ). 

Prepared By: _M_a_rg~a_re_t_B_ro_d_ie_, D_i_re_ct_o_r __________________ Phone: 
Division: Health Care Services Date: 
Approved By: -=s=-a-na----=Efi=-1r-:-d,--=A=-s--=st-. c=-o_m_m--:i-ss-:-io-n-er-, -=Fi=-na_n_c_e-f'a'\-n e:J~-H3-"lr"'1:'.".....:---=c-------- Date: 

Agency: Health and Social Services 

Printed 3/9/2016 

(907)334-2520 
03/06/2016 06:30 PM 
03/08/16 

Control Code: sPTYF 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

Section 10 (Chapter 58) (Sec. 09.58.010) establishes the Alaska Medicaid False Claim and Reporting Act (AMFCA) and includes 
several subsections related to liability for certain acts and omissions, civil actions, rights of participants in such actions, seizures 
of property related to Medicaid fraud cases, awards allowed, actions that are not allowed, limits on state liability, and 
protections for whistleblowers. The Department recovered $250.0 per year for the last two fiscal years for whistle blower 
recoveries. Under the new law these recoveries are estimated to triple to $750.0 each fiscal year. Whistleblowers will receive 
approximately 25% of the ultimate recovery, leaving 75% for the State, or $562.5. Compared to current annual recoveries, this 
represents an increase of $312.5 annually. A conservative estimate of $100.0 of recoverable overpayments subject to the treble 
damages provision equates to an additional $300.0 in recoveries annually. Receipt of these recoveries will be categorized as 
abatements of expenditures. 
AMFCA recoveries FY 2017 
AMFCA annual recoveries FY 2018-FY2019 
AMFCA annual recoveries FY 2020-FV2022 

$306,250 
$612,500 
$512,500 

Section 25 (a) decreases the number of required audits of Medicaid providers, conducted by an independent contractor, from 
at least 75 annually to at least 50 annually. Audits are conducted on a representative sample of all Medicaid providers in order 
to identify both overpayments and violations of criminal statutes. The department is directed to attempt to minimize 
concurrent state or federal audits of specific providers. This section of the bill will have no fiscal impact on the department. Any 
change in the cost of audits is estimated to be offset by a change in recoveries. 

Section 26 (b) allows the Department to assess interest on recoveries for audits performed under AS 47.05.200 as well as other 
audits and reviews conducted by the state and federal government. There is no additional cost to the department to 
implement interest penalties on identified overpayments, but recoveries will increase. The Department estimates it will take 
three years to reach the current volume of outstanding appeals subject to i'nterest penalties. Interest penalty recoveries are 
calculated by taking the current amount of outstanding appeals and applying an estimated recovery percentage. The result is 
multiplied by the statutory rate for post-judgment interest of 3.75% and phased in over a period of three years, as shown 
below. (50% fed/SO% GF match) 
Amount of Interest Penalty Recoveries FY2017 
Amount of Interest Penalty Recoveries FY2018 
Amount for FY2019-FV2022 

$84,910 
$127,365 
$169,821 

Section 27 requires enrolled Medicaid providers to conduct one biennial review, identify overpayment and report findings to 
the department within ten business days, and create a repayment agreement with the state. The DHSS currently receives an 
average of approximately $500,000 in self disclosures annually. Although it is currently required by federal law, the DHSS 
estimates an increase in self-reporting of approximately 100% would result by requiring biennial audits. Based on the 
Department's prior experience with self-disclosure recoveries, the State can expect to receive an estimated $500,000 in 
additional recoveries for the first 2 years, then decreasing $25,000 annually to FY2022. 

Regulations required to implement the provisions of the bill. Receipt of repayments will be categorized as abatements. 
Amount of Self-Identified Recoveries FY2017 $ 500,000 
Amount of Self-Identified Recoveries FY2018 $ 500,000 
Amount of Self-Identified Recoveries FY2019 $ 475,000 
FY 2020 $ 450,000 
FY 2021 $ 425,000 
FY 2022 $ 400,000 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

Section 28 grants the Department of Health and Social Services the authority to assess civil fines against Medicaid providers. 
Fines are to be assessed within a range of from $100 to $25,000 per occurrence or offense. There is no additional cost to the 
department to implement fines under this section. Recoveries based on implementing fines in this section are calculated by 
taking the estimated number of civil fines and applying an average fine amount. It is estimated the amount of fines imposed per 
recovery will increase over time, but the number of fines assessed will decrease over time. The estimated amount of the 
recoveries would be $50.0 per year. (50% fed/50% GF match). These recoveries are categorized as revenue receipts. This 
Section 11 also addresses overpayments and restitution from providers who are subject to Civil Forfeiture laws. During the past 
two years, overpayments and restitution amounts of $5,650.0 were due from providers who may be subject to Civil Forfeiture 
laws. Annualized, this amounts to $2,825.0. The DHSS estimates that 10% of this amount is recoverable through civil forfeiture 
or $282.5 annually. Regulations will be required to implement these provisions of the bill. Receipt of these overpayments will be 
categorized as abatements of expenditures. 
Annual recoveries from fines 
Annual Recovery from Civil forfeiture 
Annual recoveries for FY2017-FY2022 

$ 50,000 
$282,500 
$332,500 

Section 28 47.05.270 Medical assistance reform program (a) (2) of this bill requires the department to provide an electronic 
distribution of an explanation of medical assistance benefits to recipients for health care services received under the program. It 
is the intent of the department to fully implement this section of the bill through the My Alaska Portal. It estimates that it will 
cost $707,500 (90% federal/10% GF) to fully implement the electronic distribution of an explanation of medical assistance 
benefits in FY2017. After the initial set-up, estimated on-going costs are the concurrent user license, $76,500, and the yearly 
maintenance fee, $17,000, for a total of $93,500 (50% federal/SO% GF) annual costs. 

Section 28 47.05.270(a)(9) directs the department to provide for stakeholder involvement in setting annual targets for quality 
and cost effectiveness. Existing department employees will staff this effort, and meetings of the workgroup will occur 
telephonically with no travel costs incurred. A consultant will be hired to faci litate the meetings and compile a report on the 
workgroup's findings and recommendations. Services: $5.0 annually for consultant contract 

Section 29 directs the department to implement the Primary Care Case Management system authorized under AS 
47.07.030(d). This is a foundational component to other initiatives and projected savings. This system would assign Medicaid 
enrollees to a case manager in order to increase use of primary and preventive care, and decrease the use of specialty care and 
hospital services. The department proposes expansion of an existing case management contract, at $500.0 across FY2017-2018 
(50% federal\50% GF match). The contractor will case manage at $3.85 per member per month to approximately 30,000 
recipients. This approach would reduce implementation timelines. 

This initiative will require planning and development in SFY2017 with implementation in the 2nd quarter SFY2018 (on Oct 1, 
2017). Activities will include determining regions/communities for which PCCM is practicable and determining 
populations/beneficiary groups to include in PCCM. It also includes drafting a SPA, regulations, revising beneficiary 
and provider manuals, provider education, evaluation and reporting plan, to compare before and after costs and patient 
outcomes, MMIS system changes to add per member per month payments. 

Funding is also required to implement associated changes to MMIS, including one-time capital funds for systems changes, and 
additional contractual costs for on-going operations. 
Capital Budget: One-time MMIS system changes: $1,000.0 (90% federal/10% GF) 

(Revised 2/8/16 OMB/LFD) Page 3 of 7 

S8074CS(FIN)-DHSS-HCMS-3-8-16 Page 3 of 7 Control Code: sPTYF 



FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

Once primary care case management is fully implemented, the department projects an increase in expenditures for physician 
services, but a decrease in outpatient, inpatient, and pharmacy services to produce a net savings of: 
FY2017 ($596,389} 
FY2018 ($1,787,333) 
FY2019 ($4,375,526) 
FY2020 ($6,963,720) 
FY2021 ($9,517,530) 
FY2022 ($9,517,530) 

Section 30 (d)(3) directs the department to implement the Health Homes option under section 1945 of the Social Security 
Act. Health Homes provide integrated and coordinated care for people with chronic health conditions. The federal government 
would provide a 90% enhanced Federal Medical Assistance Percentage (FMAP) reimbursement 
for the new Health Home services for the first eight quarters following their approval of the state's Medicaid State Plan 
Amendment. 

The department would need approximately two years (SFY2017-2018) for planning and development prior to implementation in 
SFY2019, in order to determine eligibility criteria for recipients and providers, design the new payment methodology and 
required reporting systems, develop and receive approval on the State Plan Amendment and process associated regulations, and 
make required IT modifications to the Medicaid payment system. 

Additional resources would also be required to support systems changes required in MMIS. A portion of these would be a one­
time capital budget request, but the MMIS contract would also need to be increased on an on-going basis to support the new 
workload associated with payment reform . 
Capital Budget: One-time MMIS system changes: $1,000.0 (90% federal/10% GF) 

The above planning and development work would move the department to an enhanced reimbursement/provider payment 
model and would follow 2 years after the Primary Care Improvement Initiative. This would lead to potentially paying enrolled 
Health Home providers per month for enrolled recipients (on top of regular fee-for-service reimbursement). Projected Savings 
would be assumed through utilization reduction factors specific to Health Homes and based on the above with a reduction in 
0.25% of inpatient costs at $5,230,000 (based on the FY 2016 budget line items) for the projected population of 10,000 recipients 
and offset by the projected 10,000 recipients X $15.00 per member per month = $150,000 X 12 months= $1,800,000 for a total 
projected future savings of $3,430,000 

Section 30 (d)(S) directs the department to provide incentives for telehealth, including increasing the capability for and 
reimbursement of telehealth for recipients. The department's first step in implementing this new provision will be to convene a 
workgroup, including stakeholders from the health care community, for one year to identify legal, technical and financial barriers 
to increasing use of telehealth in Alaska. 

Existing department employees will staff this effort, and meetings of the workgroup will occur telephonically with no travel costs 
incurred. A consultant will be hired to facilitate the meetings and compile a report on the workgroup's findings and 
recommendations. Services: $5.0 one-time cost in FY2017 for consultant contract. 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

FY2017 will be used to implement the final recommendations of the workgroup. Once those recommendations are fully 
implemented, the department expects the following savings: 

FY2018 ($1,300,000) 
FY2019 ($2,600,000) 
FY2020 ($5,800,000) 
FY2021 ($9,400,000} 
FY2022 ($13,300,000) 

Section 31 (47 .07.038) authorizes the department to support private initiatives designed to reduce non-urgent use of hospital 
emergency departments by Medicaid enrollees. The department's supporting role would include data 
sharing, support for the Prescription Drug Monitoring Program database, support for electronic health record sharing between 
participating hospitals' emergency departments, and development of a shared savings payment model reflected below. 

The planning phase for this initiative would begin during FY2017, and the required data, reporting and information system 
infrastructure would be built in FY2018. The department would implement the shared-savings payment model in FY2019. 

Resources would also be required to support Health Information Exchange interface and other changes related to payment 
reform for MMIS. A portion of these would be a one-time capital budget request. 
Capital Budget: One-time MMIS system changes: $1,000.0 (90% federal/10% GF) 

The Prescription Drug Monitoring Program (POMP) is an integral part of this initiative, as it is required to help prevent the misuse 
and abuse of opioids prescribed or administered through emergency departments. Access to the POMP database by physicians 
and pharmacists could be improved if the current stand-alone system was integrated into the Health Information Exchange 
(HIE). The following costs are one -time in addition to $20.0 annual operating costs: 
FY2017 PDMP system and interface to the HIE is $285.0 (90%federal/10%GF), and 
FY2017 costs to connect pharmacies is $480.0 (90%federal/10% GF) 

The projected DHSS savings from this would be calculated from reduced utilization in 2% of hospital outpatient services. Total 
savings are estimated at $3,200,000, including $960,000 of shared savings paid to providers, for a savings to the department of 
$2,240,000, with an increase of 0.5% to the savings in each subsequent year. 

Section 31 (47.07.039)(C) authorizes the department to contract with one or more entities to demonstrate the use of local, 
provider-led coordinated care entities that agree to monitor care across multiple care settings and that will be accountable to the 
department for the overall cost and quality of care. This demonstration project will be implemented in three regions of the 
state. Planning and development would begin in FY2017, with implementation starting in FY2019. An estimated 30,000 
Medicaid recipients would be enrolled to receive services through this demonstration project. For purposes of estimation, the 
Department assumes the entities would be reimbursed on a fee-for-service basis plus shared-savings, with the entities receiving 
a portion of any savings accrued to the state Medicaid program, for the first two years. The department's best estimate at this 
time is approximately $1,500,000 in GF savings. The state's fiscal agent will require an additional 3 staff members for the 
additional work in provider enrollment, claims processing, and telephone inquiries as a result of the change - increase contract 
by $318.0 (50% federal/SO% GF). These individuals will provide support across the primary care case management project, 
health homes, and the hospital emergency room project as well. 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

The estimated capital budget start up cost for FY2017 is $3,125,000 for technical development and consulting services, 
reimbursed at 90% federal , 10% GF. On-going annual maintenance costs is expected to be approximately $318,000 to the fiscal 
agent for Medicaid reform activities. These costs are placed in the operating budget and are reimbursed at 50% federal, 50% GF. 

Program staff support would be required for negotiation and contracting with such entities, and also for data systems and 
analysis. The positions established to develop (Sec. 30(d)(3) Health Homes; Sec 29 Primary Care Case Management system will 
staff th is initiative as well. 

Section 38 directs t he Department to implement federal policy on tribal Medicaid reimbursement to collaborate wit h Alaska 
tribal health organizations. The Department w ill utilize the Centers for Medicare and Medicaid (CMS) recent proposed 
clarification of national pol icy t o allow states to broaden the range of services eligible for 100% Federal Medical Assistance. 
However, the Department is cautious in projecting the impacts in the initial years of implementation. 

Total Transportat ion to US TRAVEL for 2015 Payments 
Total Monthly average reimbursement for Al/AN transportation claims= $3,000,000 
Monthly average X 12 months = $3,000,000 x 12 = $36,000,000 total costs. The refinancing from 50% federal/SO% GF match to 
100% federal results in $18,000,000 in GF match savings, with a reciprocal increase t o federal costs. Th is fund source change is 
to be equally spread at 20% per year for five years, or $3,600,000 in annual, cumulatively bu ilding GF match savings across each 
subsequent year from FY2017-2021. The mult i-year spread is because the cost shift to 100% federal is assumed to take several 
years . Full savings ach ieved in FY2021, year five of the effort. 

Total Ground and Air Ambulance for 2015 
Total quarterly average reimbursement for Al/AN cla ims= $3,100,000 

Total quarterly at $3,100,000 X 4 quarters = $12,400,000 total costs. Results in $6,200,000 GF match savings and a reciprocal 
increase in federal costs. Assume a two-year spread to sh ift costs to 100% federa l. $3,100,000 in annual, cumulatively bu ilding 
GF match savings across the two-year span, FY2017-2018. Full savings ach ieved in FY2018, year two. 

To aggressively pursue the new Centers for Medicare and Medicaid Services (CMS) policy and realize an additional $20 
mill ion in savings in FY2017, the Department is request ing a Tribal Federal Lia ison section, staffed with 4 positions in the 

Commissioner' s Office. Th is section will focus on achieving these add itiona l savings as referrals and care plans are 
approved by CMS. This additional $20 million in savings for FY2017 has also been proposed in the House and Senate 
Finance subcommittee recommendations for the DHSS operating budget. 

US Travel FY201 7 FY2018 FY2019 FY2020 FY2021 FY2022 
fe.d $ 3, 600.0 $ 7 , 200.0 $ 10,800.0 $ 14,400.0 $ ~.000.0 $ 1 8, 000.0 

GF m atch $ (3,•600.0) $ (7,200.0 ) $ (10,800.0) $ (14,400.0) $ (~,000.0) $ (18, 000.0 ) 

ambulance FY2017 FY2018 FY2019 FY2028 FY2821 FY2822 

fed $ 3, 100.0 $ 6,200.0 $ 6 , 200.0 $ 6, 200.0 $ 6 , 200.0 $ 6, 200.0 

G F m atch $ ( 3,100.0) $ (6,200.0) $ (6,200.0) $ ( 6,200.0) $ {6, 200.0) $ ( 6 , 200.0) 

Addn ' I Savings FY2017 FY2018 FY2819 FY2020 FY2021 FY2022 

fed $ 20, 000.0 $20,000.0 $ 20, 000.0 $ 20, 000.0 $ 20, 000.0 $ 20,000.0 

GF mat ch $ {20, 000.0} $(20,000.0) $(20,000.0) $ ( 20,000.0 ) $ ( 20, 000.0) $ (20, 000.0) 

To tal FY201 7 FY281 8 FY2819 FY2020 FY2021 FY2022 

fed $ 26, 700.0 $33,400.0 $ 37,000.0 $ 40,600.0 $ 44,200.0 $ 44,200.0 

G F m atch $ ( 26, 700.0) $(33,400.0) $ (37,000.0) $ (40,600.0) $ (44,200.0) $ (44,200.0) 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSS8074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

Section 39 directs the department to develop a health information infrastructure plan to support transformation of the 
healthcare system in the state by providing data health care providers require for care coordination and quality improvement, 
and the information support required by the department and providers to enable development and implementation of other 
provisions of this act. 

The department's existing Health Information Technology program will staff this effort, and meetings of the workgroup will occur 
telephonically at minimal cost with no travel costs incurred. A consultant will be hired to facilitate the meetings and compile a 
report on the workgroup's findings and recommendations. Services: $5.0 one-time cost in FY 17 for consultant contract. 

Capital Costs: 

Health Information Infrastructure Plan development to improve health care outcomes through : 

OUTCOMES: 
Outcome I -
Outcome II -
Outcome Ill -

ASSUMPTIONS: 

Provide Personal Health View 
Provide Population Data Analytical view 
Provide Health Care Provider View 

Assumption I - The Plan will include the use of the existing Health Information Exchange (HIE) 
Assumption II - The Plan will provide a communication infrastructure plan that will utilize new and existing systems that include 
Electronic Medical Record Systems, Electronic Health Record Systems, Personal Health 
Record Systems, Registries and Data interchange capabilities. 
Assumption Ill -The plan will provide: 
- "As-ls" view of the existing systems. 
- Gap analysis of what is missing. 
- "To-Be/Desired" view of the future state. 
- Design roadmap with milestone investment targets to incrementally achieve "To-Be" state. 
- Implementation plan to achieve To-Be state. 

PHASES: 

Phase I - Requirements Gathering/Define As-ls environment. 
Phase II - Development To-Be/Desired state roadmap with Gap analysis of what is missing. 
Phase Ill - Design/Engineering Implementation Plan with phases and achievement goals to implement the Health 
Information Infrastructure Plan. 

The estimated capital budget cost to implement these changes is $775.0, 90% federal, 10% GF. 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

In part, CSSB74(FIN) authorizes DHSS to apply for federal waivers and options to reform the Medicaid program and to 
assess the most cost-effective method for revising expansion coverage. 

Section 28, p.25, lines 27-29 charge the Department with "reducing the cost of ... senior and disabilities services provided 
to recipients of medical assistance under the state's home and community-based services waiver." 

Section 30 (d) (1) directs the Department to apply for the 1915(i) option under Medicaid. The 1915(i) option includes a 
federal match of 50%, reducing to 50% what is currently a 100% general fund contribution for certain services. 

The Department will use this option to refinance portions of the following 100% GF-funded grant programs: General 
Relief/Temporary Assistance (GR), certain Senior Community Based Grant components (SCBG), and Community 
Developmental Disabilities Grant (CDDG). 

1915(i) Refinancing ($8,530.5 estimated net general fund savings across Senior and Disabilities Services (SDS) grant 
programs and SD Medicaid): 
General Relief/Temporary Assistance Grants: Services for 349 of 545 current recipients at an average cost of $13,438.35 = 
$4,689.9, or $2,345.0 in net GF savings. 
Adult Day Grants: Services for 114 of 423 recipients at an average cost of $4,153.69 = $473.5, or $236.8 in net GF savings. 
Senior In-Home Grants: Services for 123 of 1,371 recipients at an average cost of $2,127.84 = $267.1, or $130.8 in net GF 
savings. 
Community Developmental Disabilities Grants: Services for all recipients, total grant budget of $11,635.8, or $5,817.9 in 
net GF savings. 

Changes to the State Plan and regulations are required to implement the new option and would involve extensive public 
comment. The Department expects the 1915(i) option for CDDG recipients to be implemented effective 01/01/2018 
(FY2018) and for General Relief/Temporary Assistance and Senior Community Based Grant recipients to be implemented 
effective 07/01/2018 (FY2019). 

Section 30 (d) (2) of the bill directs the Department to apply for the 1915(k) option under Medicaid. The "Community 
First Choice Option" (CFC), also known as 191S(k), will be used for people who meet an institutional level of care (LOC). 
The 1915(k) option authorities will replace all current 1915(c) waivers for all 1915(k) services, as all 1915(c) recipients do 
meet the level of care. The 1915(k) option offers a 56% federal match, an increase of 6%, thus lowering the general fund 
match to 44%. 

The service of Personal Care Assistance (PCA), for persons on the 1915(c) waivers, would transition to the 1915(k) state 
plan option authority. 
Number of recipients on the 1915(c) waiver also receiving PCA Services= 1,603 
General fund Spend (current) at FMAP (50%) = $20,893.4 
General fund Spend for PCA under proposed 1915(k) option at FMAP (56%) = $18,386.2 
The program transition results in annual general fund savings of $2,507.2 

Implementation of the new funding option will require substantial changes to the current Home and Community Based 
Services (HCBS) operational infrastructure. The estimated effective date for this refinancing proposal from (c) to (k) is 
7/1/2017 (FY2018). 

Design and implementation of 1915(i) and 1915(k) options will require resources to support necessary changes to 
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STATE OF ALASKA BILL NO. CSSB074(FIN) 

2016 LEGISLATIVE SESSION 

Analysis Continued 

Enterprise, or the Medicaid Management Information System (MMIS). Capital Budget: One-time MMIS system changes: 
$1,200.0 

Under Section 38 of the bill, the Department of Health and Social Services shall collaborate with Alaska tribal health 
organizations and the United States Department of Health and Human Services to fully implement changes in federal policy 
that authorize 100 percent federal funding for services provided to American Indian and Alaska Native individuals eligible 
for Medicaid. 

Based on this information from Centers for Medicare and Medicaid Services (CMS), the Department has examined the 
number of Alaska Native/ American Indian (AN/ Al) Medica id beneficiaries who received services in FY2015 at non-tribal 
facilities in order to estimate the additional federal Medicaid funds Alaska could claim under the new rule . 

For the Division of Seniors and Disabilities Services (SDS), t ribal members who receive services at nontribal nursing 
facilities are impacted by these changes. This fiscal note addresses a percentage (spanning across FY2017 to FY2022) of the 
total expenditures for AN/ Al recipients, starting with larger communities and then phasing in the rest of the state. The SDS 
will implement these provisions for home and community and based services in FY2019 to accommodate the 
implementation of the CMS-mandated Conflict Case Management in FY2017 and FY2018. 

Total Nursing Facil ity for 2015 
Includes 139 unduplicated Al/AN recipients at 14 non-tribal sites in SFY2015 (excluding existing t ribal facilities) . 
50 percent of t he 12 month total of $25,650.0 = $12,800.0 to be realized incrementally over the six year, FV2017 - FV2022 
period. 
In 2017, $2,900.0 
In 2018, $5,200.0 
In 2019, $8,300.0 
In 2020, $9,800.0 
In 2021, $11,300.0 
In 2022, $12,800.0 

Total Home and Community Based (HCB) fo r 2015 
Total of 1,486 unduplicated Al/ AN recipients at non-tribal HCB agencies in SFY2015 (excluding existing tribal facilities) . 
50 percent of the 12 month total of $59,600,000 = $29,800.0 to be realized incrementally over the four year, FY2019 -
FV2022 period. 
In 2019, $14,900.0 
In 2020, $22,900.0 
In 2021, $26,350.0 
In 2022, $29,800.0 

nursing facllltles 
fed 

G F m atch 

HCBsvcs 
fed 

G F m atch 

SOMS Tot al 
f ed 

GF m atch 
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$ 
$ 

$ 
$ 

FY201 7 FY2018 

2,900.0 $ 5 ,200.0 

(2,900.0} $ 5,200.0) 

FY2017 FY2018 

FY2.il1 7 FY2.il18 

2,900.0 $ 5,200.0 

(2,900.0) $ (5,200.0} 

FY2019 FY2.820 FY2021 FY2022 

$ 8, 300.0 $ 9,800.0 $11, 300.0 $ 12, 800.0 

$ 8,300.0) $ 9,800.0) $11,300.0) $12,800.0} 

FY2.il19 FY2020 FY2021 FY2022 

$14,900.0 $22,900.0 $ 25,350.0 $ 29, 800.0 

$14,900.0) $ 22:,900.0 $ 26,350.0 $ 29,800.0) 

FY2.il19 FY2il20 FY2021 FY2022 

$ 23,200.0 $ 32,700.0 $ 37,650.0 $ 42,600.0 

$ (23,200.0) $(32,700.0) $(37,650.0) $(42,600.0) 
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CS FOR SENATE BILL NO. 74(FIN) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-NINTH LEGISLATURE - SECOND SESSION 

BY THE SENATE FINANCE COMMITTEE 

Offered: 
Referred: 

Sponsor(s): SENATORS KELLY, Giessel, Micciche, Bishop, MacKinnon, Hoffman 

ABILL 

FOR AN ACT ENTITLED 

29-LS0692\U 

1 "An Act relating to diagnosis, treatment, and prescription of drugs without a physical 

2 examination by a physician; relating to the delivery of services by a licensed professional 

3 counselor, marriage and family therapist, psychologist, psychological associate, and 

4 social worker by audio, video, or data communications; relating to the duties of the State 

5 Medical Board; relating to limitations of actions; establishing the Alaska Medical 

6 Assistance False Claim and Reporting Act; relating to medical assistance programs 

7 administered by the Department of Health and Social Services; relating to the controlled 

8 substance prescription database; relating to the duties of the Board of Pharmacy; 

9 relating to the duties of the Department of Commerce, Community, and Economic 

10 Development; relating to accounting for program receipts; relating to public record 

11 status of records related to the Alaska Medical Assistance False Claim and Reporting 

12 Act; establishing a telemedicine business registry; relating to competitive bidding for 
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29-LS0692\U 

1 medical assistance products and services; relating to verification of eligibility for public 

2 assistance programs administered by the Department of Health and Social Services; 

3 relating to annual audits of state medical assistance providers; relating to reporting 

4 overpayments of medical assistance payments; establishing authority to assess civil 

5 penalties for violations of medical assistance program requirements; relating to seizure 

6 and forfeiture of property for medical assistance fraud; relating to the duties of the 

7 Department of Health and Social Services; establishing medical assistance 

8 demonstration projects; relating to Alaska Pioneers' Homes and Alaska Veterans' 

9 Homes; relating to the duties of the Department of Administration; relating to the 

10 Alaska Mental Health Trust Authority; relating to feasibility studies for the provision of 

11 specified state services; amending Rules 4, 5, 7, 12, 24, 26, 27, 41, 77, 79, 82, and 89, 

12 Alaska Rules of Civil Procedure, and Rule 37, Alaska Rules of Criminal Procedure; and 

13 providing for an effective date." 

14 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 

15 * Section 1. AS 08.29.400 is amended by adding new subsections to read: 

16 (b) The board may not impose disciplinary sanctions on a licensee for the 

17 evaluation, diagnosis, or treatment of a person through audio, video, or data 

18 communications when physically separated from the person if 

19 (1) the licensee or another licensed health care provider is available to 

20 provide follow-up care; 

21 (2) the licensee requests that the person consent to sending a copy of 

22 all records of the encounter to a primary care provider if the licensee is not the 

23 person's primary care provider and, if the person consents, the licensee sends the 

24 records to the person's primary care provider; and 

25 (3) . the licensee meets the requirements established by the board in 

26 regulation. 

CSSB 74(FIN) -2-
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( c) The board shall adopt regulations restricting the evaluation, diagnosis, 

supervision, and treatment of a person as authorized under (b) of this section by 

establishing standards of care, including standards for training, confidentiality, 

supervision, practice, and related issues. 

* Sec. 2. AS 08.63 .210 is amended by adding new subsections to read: 

( c) The board may not impose disciplinary sanctions on a licensee for the 

evaluation, diagnosis, supervision, or treatment of a person through audio, video, or 

data communications when physically separated from the person if 

(1) the licensee or another licensed health care provider is available to 

provide follow-up care; 

(2) the licensee requests that the person consent to sending a copy of 

all records of the encounter to a primary care provider if the licensee is not the 

person's primary care provider and, if the person consents, the licensee sends the 

records to the person's primary care provider; and 

(3) the licensee meets the requirements established by the board in 

regulation. 

(d) The board shall adopt regulations restricting the evaluation, diagnosis, 

supervision, and treatment of a person as authorized under ( c) of this section by 

establishing standards of care, including standards for training, confidentiality, 

supervision, practice, and related issues. 

* Sec. 3. AS 08.64.101 is amended to read: 

Sec. 08.64.101. Duties. The board shall 

(1) examine and issue licenses to applicants; 

(2) develop written guidelines to ensure that licensing requirements are 

not unreasonably burdensome and the issuance of licenses is not unreasonably 

withheld or delayed; 

(3) after a hearing, impose disciplinary sanctions on persons who 

violate this chapter or the regulations or orders of the board; 

( 4) adopt regulations ensuring that renewal of licenses is contingent .Q!! 

[UPON] proof of continued competency on the part of the licensee; and 

(5) under regulations adopted by the board, contract with private 
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professional organizations to establish an impaired medical professionals program to 

identify, confront, evaluate, and treat persons licensed under this chapter who abuse 

alcohol, other drugs, or other substances or are mentally ill or cognitively impaired_;_ 

(6) adopt regulations that establish guidelines for a physician who 

is rendering a diagnosis, providing treatment, or prescribing, dispensing, or 

administering a prescription drug to a person without conducting a physical 

examination under AS 08.64.364; the guidelines must include a nationally 

recognized model policy for standards of care of a patient who is at a different 

location than the physician. 

* Sec. 4. AS 08.64.364(a) is amended to read: 

(a) The board may not impose disciplinary sanctions on a physician for 

rendering a diagnosis, providing treatment, or prescribing, dispensing, or 

administering a prescription drug that is not a controlled substance to a person 

without conducting a physical examination if 

(1) [THE PRESCRIPTION DRUG IS 

(A) NOT A CONTROLLED SUBSTANCE; OR 

(B) A CONTROLLED SUBSTANCE AND rs PRESCRIBED, 

DISPENSED, OR ADMINISTERED BY A PHYSICIAN WHEN AN 

APPROPRIATE LICENSED HEALTH CARE PROVIDER IS PRESENT 

WITH THE PATIENT TO ASSIST THE PHYSICIAN WITH 

EXAMINATION, DIAGNOSIS, AND TREATMENT; 

(2) THE PHYSICIAN IS LOCATED IN THIS STATE AND] the 

physician or another licensed health care provider or physician in the physician's 

group practice is available to provide follow-up care; and 

(2) the physician requests that [(3)] the person consent 

[CONSENTS] to sending a copy of all records of the encounter to the person's primary 

care provider if the prescribing physician is not the person's primary care provider, 

and, if the patient consents, the physician sends the records to the person's primary 

care provider. 

* Sec. 5. AS 08.64.364 is amended by adding new subsections to read: 

(c) The board may not impose disciplinary sanctions on a physician for 
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prescribing, dispensing, or administering a prescription drug that is a controlled 

substance if the requirements under (a) of this section are met and the physician 

prescribes, dispenses, or administers the controlled substance when an appropriate 

licensed health care provider is present with the patient to assist the physician with 

examination, diagnosis, and treatment. 

(d) Notwithstanding (b) and (c) of this section, a physician may not 

(1) prescribe an abortion-inducing drug; or 

(2) prescribe, dispense, or administer a prescription drug in response to 

an Internet questionnaire or electronic mail message to a person with whom the 

physician does not have a prior physician-patient relationship. 

* Sec. 6. AS 08.86.204 is amended by adding new subsections to read: 

(c) The board may not impose disciplinary sanctions on a licensee for the 

evaluation, diagnosis, or treatment of a person through audio, video, or data 

communications when physically separated from the person if 

(1) the licensee or another licensed health care provider is available to 

provide follow-up care; 

(2) the licensee requests that the person consent to sending a copy of 

all records of the encounter to a primary care provider if the licensee is not the 

person's primary care provider and, if the person consents, the licensee sends the 

records to the person's primary care provider; and 

(3) the licensee meets the requirements established by the board in 

regulation. 

( d) The board shall adopt regulations restricting the evaluation, diagnosis, 

supervision, and treatment of a person as authorized under ( c) of this section by 

establishing standards of care, including standards for training, confidentiality, 

supervision, practice, and related issues. 

* Sec. 7. AS 08.95.050 is amended by adding new subsections to read: 

(b) The board may not impose disciplinary sanctions on a licensee for the 

evaluation, diagnosis, or · treatment of a person through audio, video, or data 

communications when physically separated from the person if 

(1) the licensee or another licensed health care provider is available to 

-5- CSSB 74(FIN) 
New Text Underlined {DELETED TEXT BRACKETED] 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

29-LS0692\U 

provide follow-up care; 

(2) the licensee requests that the person consent to sending a copy of 

all records of the encounter to a primary care provider if the licensee is not the 

person's primary care provider and, if the person consents, the licensee sends the 

records to the person's primary care provider; and 

(3) the licensee meets the requirements established by the board in 

regulation. 

( c) The board shall adopt regulations restricting the evaluation, diagnosis, 

superv1s10n, and treatment of a person as authorized under (b) of this section by 

establishing standards of care, including standards for training, confidentiality, 

supervision, practice, and related issues. 

* Sec. 8. AS 09 .10 is amended by adding a new section to read: 

Sec. 09.10.075. Actions related to claims based on medical assistance 

payment fraud. Except as provided in AS 09.58.070, a person may not bring an 

action under AS 09.58.010 - 09.58.060, unless the action is commenced by the earlier 

of (1) six years after the act or omission was committed, or (2) three years after the 

date when facts material to the action were known, or reasonably should have been 

known, by the attorney general or the Department of Health and Social Services, but 

in no event more than 10 years after the date the violation under AS 09.58.010 

occurred. 

* Sec. 9. AS 09.10.120(a) is amended to read: 

(a) Except as provided in AS 09.10.075, an [AN] action brought in the name 

of or for the benefit of the state, any political subdivision, or public corporation may 

be commenced only within six years after [OF] the date of accrual of the cause of 

action. However, if the action is for relief on the ground of fraud, the limitation 

commences from the time of discovery by the aggrieved party of the facts constituting 

the fraud. 

* Sec. 10. AS 09 is amended by adding a new chapter to read: 

Chapter 58. Alaska Medical Assistance False Claim and Reporting Act. 

Sec. 09.58.010. False claims for medical assistance; civil penalty. (a) A 

medical assistance provider or medical assistance recipient may not 
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(1) knowingly submit, authorize, or cause to be submitted to an officer 

or employee of the state a false or :fraudulent claim for payment or approval under the 

medical assistance program; 

(2) knowingly make, use, or cause to be made or used, directly or 

indirectly, a false record or statement to get a false or fraudulent claim for payment 

paid or approved by the state under the medical assistance program; 

(3) conspire to defraud the state by getting a false or fraudulent claim 

paid or approved under the medical assistance program; 

(4) knowingly make, use, or cause to be made or used, a false record or 

statement to conceal, avoid, increase, or decrease an obligation to pay or transmit 

money or property to the medical assistance program; 

(5) knowingly enter into an agreement, contract, or understanding with 

an officer or employee of the state for approval or payment of a claim under the 

medical assistance program knowing that the information in the agreement, contract, 

or understanding is false or fraudulent. 

(b) A beneficiary of an intentional or inadvertent submission of a false or 

:fraudulent claim under the medical assistance program who later discovers the claim is 

false or fraudulent shall disclose the false or fraudulent claim to the state not later than 

60 days after discovering the false claim. 

( c) In addition to any criminal penalties or seizure or forfeiture of property 

under AS 47.05, a medical assistance provider or medical assistance recipient who 

violates (a) or (b) ofthis section shall be liable to the state in a civil action for 

(1) a civil penalty of not less than $5,500 and not more than $11,000; 

(2) three times the amount of actual damages sustained by the state; 

and 

(3) reasonable attorney fees and costs calculated under applicable court 

rules. 

( d) Liability for actual damages under ( c) of this section may be reduced to not 

less than twice the amount of actual damages that the state sustains if the court finds 

that a person liable for an act under (a) or (b) of this section 

(1) furnished the attorney general or the Department of Health and 
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Social Services with all information known to the person about the violation not later 

than 30 days after the date the information was obtained; 

(2) fully cooperated with the investigation of the violation under 

AS 09.58.020; and 

(3) at the time the person furnished the attorney general with the 

information about the violation, no criminal prosecution, civil action, investigation, or 

administrative action had been started in this state with respect to the violation, and the 

person did not have actual knowledge of the existence of an investigation of the 

violation. 

( e) A corporation, partnership, or other individual is liable under this chapter 

for acts of its agents if the agent acted with apparent authority, regardless of whether 

the agent acted, in whole or in part, to benefit the principal and regardless of whether 

the principal adopted or ratified the agent's claims, representations, statement, or other 

action or conduct. 

Sec. 09.58.015. Attorney general investigation; civil action. (a) The attorney 

general or the Department of Health and Social Services may investigate an alleged 

violation of AS 09.58 .010. The attorney general may request assistance from the 

Department of Health and Social .services in an investigation under this section. 

(b) The attorney general may bring a civil action in superior court under 

AS 09.58.010 - 09.58.060. 

Sec. 09.58.020. Private plaintiff; civil action. (a) Notwithstanding 

AS 09.58.015, a person may bring an action under this section for a violation of 

AS 09.58.010 in the name of the person and the state. 

(b) To bring an action under this section, a person shall file a complaint, in 

camera and under seal, and serve on the attorney general 

(1 ) a copy of the complaint ; and 

(2) written d isclosure of substantially all material evidence and 

information the person possesses that pertains to the claim. 

( c) A complaint filed under this section must remain under seal for at least 60 

days and may not be served on the defendant until the court so orders. The attorney 

general may elect to intervene and proceed with the action within 60 days after the 
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attorney general receives both the complaint and the material evidence and the 

information required under (b) of this section. The attorney general may, for good 

cause shown, move the court, under seal, for an extension of the time during which the 

complaint remains under seal under this subsection. 

( d) Before the expiration of the 60-day period or an extension of time granted 

under ( c) of this section, the attorney general shall conduct an investigation and make 

a written determination as to whether substantial evidence exists that a violation of 

AS 09.58.010 has occurred. After the investigation and determination are complete, 

the attorney general shall provide the person who brought the action and the 

Department of Health and Social Services with a copy of the determination unless the 

action has been referred to the division of the Department of Law that has 

responsibility for criminal cases. 

( e) Before the expiration of the 60-day period or an extension obtained under 

( c) of this section, the attorney general shall 

(1) intervene in the action and proceed with the action on behalf of the 

state; 

(2) notify the court that the attorney general declines to take over the 

action, in which case the person bringing the action has the right to conduct the action; 

or 

(3) if the attorney general determines that substantial evidence does not 

exist that a violation of AS 09.58.010 has occurred, or that the action is barred under 

AS 09.58.050, the attorney general shall move the court to dismiss the action. 

(f) The named defendant in a complaint filed under this section is not required 

to respond to a complaint filed under this section until after the complaint is unsealed 

by the court and a copy of the summons and complaint are served on the defendant 

under the applicable Alaska Rules of Civil Procedure. 

(g) When a person brings an action under this section, only the attorney 

general may intervene or bring a related action based on similar facts to the underlying 

action. 

· Sec. 09.58.025. Subpoenas. In conducting an investigation under 

AS 09.58.015 or 09.58.020, the attorney general may issue subpoenas to compel the 
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production of books, papers, correspondence, memoranda, and other records in 

connection with an investigation under or the administration of AS 09.58.010 -

09.58 .060. If a medical assistance provider or a medical assistance recipient fails or 

refuses, without just cause, to obey a subpoena issued under this subsection, the 

superior court may, upon application by the attorney general, issue an order requiring 

the medical assistance provider or medical assistance recipient to appear before the 

attorney general to produce evidence. 

Sec. 09.58.030. Rights in false or fraudulent claims actions. (a) If the 

attorney general elects to intervene and proceed with an action under AS 09.58.020, 

the attorney general has exclusive authority for prosecuting the action and is not bound 

by an act of the person bringing the action. The person who brought the action has the 

right to continue as a nominal party to the action, but does not have the right to 

participate in the action except as a witness or as otherwise directed by the attorney 

general. If the attorney general elects to intervene under AS 09.58 .020, the attorney 

general may file a new complaint or amend the complaint filed by the person who 

brought the action under AS 09.58.020(b). 

(b) Notwithstanding the objections of the person who brought the action, the 

attorney general may 

(1) move to dismiss the action at any time under this chapter if the 

attorney general has notified the person who brought the action of the intent to seek 

dismissal and the court has provided the person who brought the action with an 

opportunity to respond to the motion; 

(2) settle the action with the defendant at any time, if the court 

determines, after a hearing, that the proposed settlement is fair, adequate, and 

reasonable under all the circumstances; upon a showing of good cause, the hearing 

described in this paragraph shall be held in camera. 

(c) If the attorney general elects not to proceed under AS 09.58.020 with the 

action, the person who brought the action has the right to proceed and conduct the 

action. The attorney general may request at any time during the proceedings to be 

served with copies of all documents related to the action, including pleadings, 

motions, and discovery. The attorney general shall pay for the reasonable copying 
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charges for documents provided under this subsection. If the person who brought the 

action proceeds with the action, the court, without limiting the status and rights of the 

person who brought the action, shall allow the attorney general to intervene at any 

time. 

( d) Whether or not the attorney general proceeds with the action under this 

chapter, on a showing by the attorney general that certain actions of discovery by the 

person bringing the action would interfere with pending investigation or prosecution 

of a criminal or civil proceeding arising out of the same matter, the court may stay the 

discovery for not more than 90 days. The court may extend the 90-day period on a 

further showing, in camera, that the state has pursued the criminal or civil 

investigation or proceedings with reasonable diligence and that proposed discovery in 

the civil action under AS 09.58.010 - 09.58.060 may interfere with the ongoing 

criminal or civil investigation or proceedings. 

Sec . . 09.58.040. Award to false or fraudulent claim plaintiff. (a) If the 

attorney general proceeds with an action brought by a person for a violation of 

AS 09.58 .010, the person who brought the action shall receive at least 15 percent but 

not more than 25 percent of the proceeds of the action or settlement of the claim, 

depending on the extent to which the person bringing the action contributed to the 

prosecution of the action. The court order or settlement agreement shall state the 

percentage and the amount to be received by the person who brought the action. A 

payment under this subsection to the person who brought the action may only be paid 

from proceeds received from a judgment or settlement under this section. 

(b) If the attorney general does not proceed with an action brought under 

AS 09.58 .020, the person bringing the action to judgment or settlement by court order 

shall receive an amount that the court decides is reasonable for collecting the civil 

penalty and damages based on the person's effort to prosecute the action successfully. 

The amount shall be at least 25 percent but not more than 30 percent of the proceeds 

of the action or settlement of the claim. A payment under this subsection to the person 

who brought the action -may only be paid from proceeds received from a judgment or 

settlement received under this section. 

( c) Whether or not the attorney general participates in the action, if the court 
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finds that the action was brought by a person who planned or initiated the violation 

alleged in the action brought under AS 09.58.020, the court may, to the extent the 

court considers appropriate, reduce the share of the proceeds of the action that the 

person would otherwise receive under (a) or (b) of this section, taking into account the 

role of that person in advancing the case to litigation and any relevant circumstances 

pertaining to the violation. If the person bringing the action is convicted of criminal 

conduct arising from the person's role in the violation of AS 09.58.010, the court shall 

dismiss the person from the civil action and the person may not receive any share of 

the proceeds of the action or settlement. A dismissal under this subsection does not 

prejudice the right of the attorney general to continue the action. 

( d) In this section, "proceeds of the action or settlement" 

(1) includes damages, civil penalties, payment for cost of compliance, 

and other economic benefits realized by the state as a result of a civil action brought 

under AS 09.58.010 - 09.58.060; 

(2) does not include attorney fees and costs awarded to the state. 

Sec. 09.58.050. Certain actions barred. A person may not bring an action 

under AS 09.58.020 if the action is 

( 1) based on evidence or information known to the state when the 

action was brought; 

(2) based on allegations or transactions that are the subject of a civil or 

criminal action or an administrative proceeding in which the state is already a party; 

(3) based on the public disclosure of allegations or actions in a 

criminal or civil action or an administrative hearing, or from the news media, unless 

the action is brought by the attorney general or the person bringing the action is an 

original source of the information that was publicly disclosed; in this paragraph, a 

person is an original source of the information that was publicly disclosed if the 

person has independent knowledge, including knowledge based on personal 

investigation of the defendant's conduct, of the information on which the allegations 

are based, and has voluntarily provided or verified the information on which the 

allegations are based or voluntarily provided the information to the attorney general 

before filing an action under AS 09.58.020 that is based on the information; or 
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( 4) against the state or current or former state employees. 

Sec. 09.58.060. State not liable for attorney fees, costs, and other expenses . 

The state, its agencies, current or former officers, and current or former employees, are 

not liable for attorney fees, costs, and other expenses that a person incurs in bringing 

an action under AS 09.58.020. 

Sec. 09.58.070. Employee protection for retaliation. (a) An employee of a 

medical assistance provider who is discharged, demoted, suspended, threatened, 

harassed, or discriminated against in the terms and conditions of employment by the 

employee's employer because of lawful acts done by the employee on behalf of the 

employee or others in furtherance of an action under AS 09.58.010 - 09.58.060, 

including investigation for, initiation of, testimony for or assistance in an action filed 

or to be filed under AS 09.58.010 - 09.58 .060, is entitled to the same relief authorized 

under AS 39.90.120. 

(b) Notwithstanding (a) of this section, a state employee who is discharged, 

demoted, suspended, threatened, harassed, or discriminated against in the terms and 

conditions of employment because of lawful acts done by the employee on behalf of 

the employee or a person who brings an action under A S 09.58.020 or in furtherance 

of an action under AS 09.58.010 - 09.58 .060, including investigation, initiation of, 

testimony for or assistance in an action filed or to be filed under AS 09.58 .010 -

09.58 .060, is entitled to relief under AS 39.90.100 - 39.90.150 (Alaska Whistleblower 

Act). 

( c) A person may not bring an action under this section unless the action is 

commenced not later than three years after the date the employee was subject to 

retaliation under ( a) or (b) of this section. 

Sec. 09.58.080. Regulations. The attorney general may adopt regulations 

under AS 44.62 as necessary to carry out the purposes of this chapter. 

Sec. 09.58.090. Special provisions. (a) This chapter does not apply to any 

controversy involving damages to the state ofless than $5,500 in value. 

(b) No punitive damages may be awarded in · an action brought under 

AS 09.58.010 - 09.58.060. 

Sec. 09.58.100. Definitions. In this chapter, 
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(1) "attorney general" includes a designee of the attorney general; 

(2) "claim" means a request for payment of health care services or 

equipment, whether made to a contractor, grantee, or other person, when the state 

provides, directly or indirectly, a portion of the money, property, or services requested 

or demanded, or when the state will, directly or indirectly, reimburse the contractor, 

grantee, or other recipient for a portion of the money, property, or services requested 

or demanded; 

(3) "controversy" means the aggregate of one or more false claims 

submitted by the same medical assistance provider or medical assistance recipient 

under this chapter; 

(4) "knowingly" means that a person, with or without specific intent to 

defraud, 

(A) has actual knowledge of the information; 

(B) acts in deliberate ignorance of the truth or falsity of the 

information; or 

(C) acts in reckless disregard of the truth or falsity of the 

information; 

(5) "medical assistance program" means the federal-state program 

administered by the Department of Health and Social Services under AS 47.05 and 

AS 47.07 and regulations adopted under AS 47.05 and AS 47.07; 

(6) "medical assistance provider" has the meaning given under 

AS 47.05.290; 

(7) "medical assistance recipient" has the meaning given under 

AS 47.05 .290; 

(8) "obligation" means an established duty, whether or not fixed, 

arising from 
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(A) an express or implied contractual grantor or grantee or 

licensor or licensee relationship; 

(B) a fee-based or similar relationship; 

(C) a statute or regulation; or 

(D) the retention of any overpayment. 
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Sec. 09.58.110. Short title. This chapter may be cited as the Alaska Medical 

Assistance False Claim and Reporting Act. 

* Sec. 11. AS 09.58.025, added by sec. 10 of this Act, is amended to read: 

Sec. 09.58.025. Subpoenas. In conducting an investigation under 

AS 09.58.015 [OR 09.58.020], the attorney general may issue subpoenas to compel 

the production of books, papers, correspondence, memoranda, and other records in 

connection with an investigation under or the administration of AS 09.58.010 -

09.58.060. If a medical assistance provider or a medical assistance recipient fails or 

refuses, without just cause, to obey a subpoena issued under this subsection, the 

superior court may, upon application by the attorney general, issue an order requiring 

the medical assistance provider or medical assistance recipient to appear before the 

attorney general to produce evidence. 

* Sec. 12. AS 09.58.070(b), added by sec. 10 of this Act, is amended to read: 

(b) Notwithstanding (a) of this section, a state employee who is discharged, 

demoted, suspended, threatened, harassed, or discriminated against in the terms and 

conditions of employment because of lawful acts done by the employee on behalf of 

the employee [OR A PERSON WHO BRINGS AN ACTION UNDER AS 09.58.020] 

or in furtherance of an action under AS 09.58.010 - 09.58.060, including investigation, 

initiation of, testimony for or assistance in an action filed or to be filed under 

AS 09.58.010 - 09.58.060, is entitled to relief under AS 39.90.100 - 39.90.150 (Alaska 

Whistleblower Act). 

* Sec. 13. AS 17.30.200(a) is amended to read: 

(a) The controlled substance prescription database is established in the Board 

of Pharmacy. The purpose of the database is to contain data as described in this 

section regarding every prescription for a schedule [IA, IIA, IIIA, IV A, OR VA 

CONTROLLED SUBSTANCE UNDER STATE LAW OR A SCHEDULE I,] II, III, 

Q!: IV [, OR V] controlled substance under federal law dispensed in the state to a 

person other than those administered to a patient at a health care facility. The 

Department of Commerce, Community, and Economic Development shall assist the 

board and provide necessary staff and equipment to implement this section. 
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* Sec. 14. AS 17.30.200(b) is amended to read: 

(b) The pharmacist-in-charge of each licensed or registered pharmacy, 

regarding each schedule [IA, IIA, IIIA, IV A, OR VA CONTROLLED SUBSTANCE 

UNDER STA TE LAW OR A SCHEDULE I,] II, III, or IV [, OR V] controlled 

substance under federal law dispensed by a pharmacist under the supervision of the 

pharmacist-in-charge, and each practitioner who directly dispenses a schedule [IA, 

IIA, IIIA, IV A, OR VA CONTROLLED SUBSTANCE UNDER STATE LAW OR A 

SCHEDULE I,] II, III, or IV [, OR V] controlled substance under federal law other 

than those administered to a patient at a health care facility, shall submit to the board, 

by a procedure and in a format established by the board, the following information for 

inclusion in the database on at least a weekly basis: 

( 1) the name of the prescribing practitioner and the practitioner's 

federal Drug Enforcement Administration registration number or other appropriate 

identifier; 

(2) the date of the prescription; 

(3) the date the prescription was filled and the method of payment; this 

paragraph does not authorize the board to include individual credit card or other 

account numbers in the database; 

( 4) the name, address, and date of birth of the person for whom the 

prescription was written; 

(5) the name and national drug code of the controlled substance; 

(6) the quantity and strength of the controlled substance dispensed; 

(7) the name of the drug outlet dispensing the controlled substance; 

and 

(8) the name of the pharmacist or practitioner dispensing the controlled 

substance and other appropriate identifying information. 

* Sec. 15. AS 17.30.200(d) is amended to read: 

( d) The database and the information contained within the database are 

confidential, are not public records, and are not subject to public disclosure. The board 

shall undertake to ensure the security and confidentiality of the database and the 

information contained within the database. The board may allow access to the 
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database only to the following persons, and rn accordance with the limitations 

provided and regulations of the board: 

(1 ) personnel of the board regarding inquiries concerning licensees or 

registrants of the board or personnel of another board or agency concerning a 

practitioner under a search warrant, subpoena, or order issued by an administrative law 

judge or a court; 

(2) authorized board personnel or contractors as required for 

operational and review purposes; 

(3) a licensed practitioner having authority to prescribe controlled 

substances or an agent or employee of the practitioner whom the practitioner has 

authorized to access the database on the practitioner's behalf, to the extent the 

information relates specifically to a current patient of the practitioner to whom the 

practitioner is prescribing or considering prescribing a controlled substance; 

(4) a licensed or registered pharmacist having authority to dispense 

controlled substances or an agent or employee of the pharmacist whom the 

pharmacist has authorized to access the database on the pharmacist's behalf, to 

the extent the information relates specifically to a current patient to whom .the 

pharmacist is dispensing or considering dispensing a controlled substance; 

(5) federal, state, and local law enforcement authorities may receive 

printouts of information contained in the database under a search warrant, subpoena, 

or order issued by a court establishing probable cause for the access and use of the 

information; [AND] 

(6) an individual who is the recipient of a controlled substance 

prescription entered into the database may receive information contained in the 

database concerning the individual on providing evidence satisfactory to the board that 

the individual requesting the information is in fact the person about whom the data 

entry was made and on payment of a fee set by the board under AS 37.10.050 that 

does not exceed $10.i, 

(7) a- licensed pharmacist employed by the Department of Health 

and Social Services who is responsible for administering prescription drug 

coverage for the medical assistance program under AS 47.07, to the extent that 
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the information relates specifically to prescription drug coverage under the 

program; 

(8) a licensed pharmacist, licensed practitioner, or authorized 

employee of the Department of Health and Social Services responsible for 

utilization review of prescription drugs for the medical assistance program under 

AS 47.07, to the extent that the information relates specifically to utilization 

review of prescription drugs provided to recipients of medical assistance; 

(9) the state medical examiner, to the extent that the information 

relates specifically to investigating the cause and manner of a person's death; and 

(10) an authorized employee of the Department of Health and 

Social Services may receive information from the database that does not disclose 

the identity of a patient, prescriber, dispenser, or dispenser location, for the 

purpose of identifying and monitoring public health issues in the state; however, 

the information provided under this paragraph may include the region of the 

state in which a patient, prescriber, and dispenser are located and the specialty of 

the prescriber. 

* Sec. 16. AS l 7.30.200(e) is amended to read: 

(e) The failure of a pharmacist-in-charge, pharmacist, or practitioner to 

register or submit information to · the database as required under this section is 

grounds for the board to take disciplinary action against the license or registration of 

the pharmacy or pharmacist or for another licensing board to take disciplinary action 

against a practitioner. 

* Sec. 17. AS 17.30.200(h) is amended to read: 

(h) An individual who has submitted information to the database in 

accordance with this section may not be held civilly liable for having submitted the 

information. [NOTHING IN TIDS SECTION REQUIRES OR OBLIGATES A 

DISPENSER OR PRACTITIONER TO ACCESS OR CHECK THE DATABASE 

BEFORE DISPENSING, PRESCRIBING, OR ADMINISTERING A 

MEDICATION, OR PROVIDING MEDICAL CARE TO A PERSON.] Dispensers or 

practitioners may not be held civilly liable for damages for accessing or failing to 

access the information in the database. 
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* Sec. 18. AS l 7.30.200(k) is amended to read: 

(k) In the regulations adopted under this section, the board shall provide 

(1) that prescription information in the database [SHALL] be purged 

from the database after two years have elapsed from the date the prescription was 

dispensed; 

(2) a method for an individual to challenge information in the database 

about the individual that the person believes is incorrect or was incorrectly entered by 

a dispenser.i. 

(3) a procedure and time frame for registration with the database; 

( 4) that a pharmacist or practitioner review the information in the 

database to check a patient's prescription records before dispensing, prescribing, 

or administering a controlled substance to the patient; the regulations must 

provide that a pharmacist or practitioner is not required to review the 

information in the database before dispensing, prescribing, or administering a 

controlled substance to a person who is receiving treatment 

(A) in an inpatient setting; 

(B) at the scene of an emergency or in an ambulance; in this 

subparagraph, "ambulance" has the meaning given in AS 18.08.200; 

(C) in an emergency room; or 

(D) immediately before, during, or within the first 24 hours 

after surgery. 

* Sec. 19. AS 17.30.200 is amended by adding new subsections to read: 

. ( o) A pharmacist who dispenses or a practitioner who prescribes, administers, 

or directly dispenses a schedule II, III, or IV controlled substance under federal law 

shall register with the database by a procedure and in a format established by the 

board. 

(p) The board shall promptly notify the State Medical Board, the Board of 

Nursing, the Board of Dental Examiners, and the Board of Examiners in Optometry 

when a practitioner registers with the database under (o) of this section. 

(q) The board is authorized to provide unsolicited notification to a pharmacist 

or practitioner if a patient has received one or more prescriptions for controlled 
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substances in quantities or with a frequency inconsistent with generally recognized 

standards of safe practice. 

(r) The board shall update the database on at least a weekly basis with the 

information submitted to the board under (b) of this section. 

* Sec. 20. AS 37.05.146(c) is amended by adding a new paragraph to read: 

(88) monetary recoveries under AS 09.58 (Alaska Medical Assistance 

False Claim and Reporting Act). 

* Sec. 21. AS 40.25.120(a) is amended by adding a new paragraph to read: 

(15) records relating to proceedings under AS 09.58 (Alaska Medical 

Assistance False Claim and Reporting Act). 

* Sec. 22. AS 44.33 is amended by adding a new section to read: 

Article SA. Telemedicine Business Registry. 

Sec. 44.33.381. Telemedicine business registry. (a) The department shall 

adopt regulations for establishing and maintaining a registry of businesses performing 

telemedicine services in the state. 

(b) The department shall maintain the registry of businesses performing 

telemedicine services in the state. The registry must include the name, address, and 

contact information of businesses performing telemedicine services in the state. 

( c) In this section, 

(1) "department" means the Department of Commerce, Community, 

and Economic Development; 

(2) "telemedicine services" means the delivery of health care services 

using the transfer of medical data through audio, visual, or data communications that 

are performed over two or more locations by a provider who is physically separated 

from the recipient of the health care services. 

* Sec. 23. AS 47.05.015 is amended by adding a new subsection to read: 

(e) Notwithstanding (c) of this section, the department may enter into a 

contract through the competitive bidding process under AS 36.30 (State Procurement 

Code) for medical assistance products and services offered under AS 47.07.030 if the 

contract is for durable medical equipment or specific medical services that can be 

delivered on a statewide basis. 
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* Sec. 24. AS 47.05 is amended by adding a new section to article 1 to read: 

Sec. 47.05.105. Enhanced computerized eligibility verification system. (a) 

The department shall establish an enhanced computerized income, asset, and identity 

eligibility verification system for the purposes of verifying eligibility, eliminating 

duplication of public assistance payments, and deterring waste and fraud in public 

assistance programs administered by the department under AS 47.05.010. Nothing in 

this section prohibits the department from verifying eligibility for public assistance 

through additional procedures or authorizes the department or a third-party vendor to 

use data to verify eligibility for a federal program if the use of that data is prohibited 

by federal law. 

(b) The department shall enter into a competitively bid contract with a third­

party vendor for the purpose of developing a system under this section to prevent 

fraud, misrepresentation, and inadequate documentation when determining an 

applicant's eligibility for public assistance before the payment of benefits and for 

periodically verifying eligibility between eligibility redeterminations and during 

eligibility redeterminations and reviews under AS 47.05.110 - 47.05.1 20. The 

department may also contract with a third-party vendor to provide information to 

facilitate reviews of recipient eligibility and income verification. 

( c) The annual savings to the state resulting from the use of the system under 

this section must exceed the cost of implementing the system. A contract under this 

section must require the third-party vendor to report annual savings to the state 

realized from implementing the system. Payment to the third-party vendor may be 

based on a fee for each applicant and may include incentives for achieving a rate of 

success established by the department for identifying duplication, waste, and fraud in 

public assistance programs. 

(d) To avoid a conflict of interest, the department may not award a contract to 

provide services for the enrollment of public assistance providers or applicants under 

this title to a vendor that is awarded a contract under this section. 

* Sec. 25. AS 47.05 .200(a) is amended to read: 

(a) The department shall annually contract for independent audits of a 

statewide sample of all medical assistance providers in order to identify overpayments 
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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 may not be less than 50 each year [, AS A TOT AL FOR THE 

MEDICAL ASSISTANCE PROGRAMS UNDER AS 47.07 AND AS 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 of a variety of provider types. 

The department may not award a contract 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 of medical records review, investigative research, and Alaska 

health care criminal law. The contractor, in consultation with the commissioner, shall 

select the provid~rs to be audited and decide the ratio of desk audits and on-site audits 

to the total number selected. In identifying providers who are subject to an audit 

under this chapter, the department shall attempt to minimize concurrent state or 

federal audits. 

* Sec. 26. AS 47.05 .200(b) is amended to read: 

(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 of all audit reports to the attorney general so that the reports can be 

screened for the purpose of bringing criminal charges. The department may assess 

interest and penalties on any identified overpayment. Interest under this 

subsection shall be calculated using the statutory rates for postjudgment interest 
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accruing from the date of the issuance of the final agency decision to recoup 

overpayments identified in the audit. In this subsection, the date of issuance of 

the final agency decision is the later of the date of 

(1) the department's written notification of the decision and the 

provider's appeal rights; or 

(2) if timely appealed by the provider, a fmal agency decision 

under AS 44.64.060. 

* Sec. 27. AS 47.05 is amended by adding a new section to read: 

Sec. 47.05.235. Duty to identify and repay self-identified overpayments. (a) 

Unless a provider is being audited under AS 47.05.200(a), an emolled medical 

assistance provider shall conduct a biennial review or audit of a statistically valid 

sample of claims submitted to the department for reimbursement. If overpayments are 

identified, the medical assistance provider shall report the overpayment to the 

department not later than 10 business days after identification of the overpayment. The 

report must also identify how the medical assistance provider intends to repay the 

department. After the department receives the report, the medical assistance provider 

and the department shall enter into an agreement establishing a schedule for 

repayment of the identified overpayment. The agreement may authorize repayment in 

a lump sum, a payment plan, or by offsetting future billings as approved by the 

department. 

(b) The department may not assess interest or penalties on an overpayment 

identified and repaid by a medical assistance provider under this section. 

* Sec. 28. AS 47.05 is amended by adding new sections to read: 

Sec. 47.05.250. Civil penalties. (a) The department may assess a civil penalty 

against a provider who violates this chapter, AS 47.07, or regulations adopted under 

this chapter or AS 4 7. 07. 

(b) The department shall adopt regulations establishing a range of civil 

penalties that the department may assess against a provider under this section. In 

establishing the range of civil penalties, the department shall take into account 

appropriate factors, including the seriousness of the violation, the service provided by 

the provider, and the severity of the penalty. The regulations may not provide for a 
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civil penalty ofless than $100 or more than $25,000 for each violation. 

( c) The provisions of this section are in addition to any other remedies 

available under this chapter, AS 47.07, or regulations adopted under this chapter or 

AS 47.07. 

( d) A provider against whom a civil penalty of less than $2,500 is assessed 

may appeal the decision assessing the penalty to the commissioner or the 

commissioner's designee. The commissioner shall, by regulation, establish time limits 

and procedures for an appeal under this subsection. The decision of the commissioner 

or the commissioner's designee may be appealed to the office of administrative 

hearings established under AS 44.64. 

(e) A provider against whom a civil penalty of $2,500 or more is assessed may 

appeal the decision assessing the penalty to the office of administrative hearings 

established under AS 44.64. 

Sec. 47.05.260. Seizure and forfeiture of real or personal property in 

medical assistance fraud cases. (a) Upon written application by the attorney general 

establishing probable cause that a medical assistance provider has committed or is 

committing medical assistance fraud under AS 47.05.210, the court may authorize the 

seizure of real or personal property listed in ( e) of this section to cover the cost of the 

alleged fraud. The application may be made ex parte if the attorney general establishes 

sufficient facts to show that notice to the owner of the property would lead to the 

waste or dissipation of assets subject to seizure. If the attorney general does not 

establish sufficient facts to show that notice to the owner would lead to the waste or 

dissipation of assets subject to seizure, the application for seizure must be served on 

the owners of the property. 

(b) Upon issuance of the court order authorizing seizure, the owners of the 

property may not take any action to dispose of the property through transfer of title or 

sale of the property without written permission from the court. However, an innocent 

purchaser may- not be required to forfeit property purchased in good faith. The 

purchaser bears the burden of proof to establish that the property was purchased 

innocently and in good faith. 

( c) If a medical assistance provider is convicted of medical assistance fraud 
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under AS 47.05.210 after property is seized under this section, the court may order 

that the property be forfeited to the state and disposed of as directed by the court. If 

the property has been sold, the proceeds of the sale shall be transmitted to the proper 

state officer or employee for deposit into the general fund. The attorney general shall 

return to the owner of the property any property seized under this section that the court 

does not order to be forfeited as soon as practicable after the court issues a final 

judgment in the medical assistance fraud proceeding under AS 47.05.210 and the 

medical assistance provider pays any fine or restitution ordered by the court. 

(d) An action for forfeiture under this section may be joined with a civil or 

criminal action brought by the state to recover damages resulting from alleged medical 

assistance fraud. 

( e) Property that may be seized under this chapter includes bank accounts, 

automobiles, boats, airplanes, stocks, bonds, the medical assistance provider's business 

inventory, and other real or personal property owned and used to conduct the medical 

assistance provider's business . 

Sec. 47.05.270. Medical assistance reform program. (a) The department 

shall adopt regulations to design and implement a program for reforming the state 

medical assistance program under AS 47.07. The reform program must include 

(1) referrals to community and social support services, including career 

and education training services available through the Department of Labor and 

Workforce Development under AS 23.15, the University of Alaska, or other sources; 

(2) electronic distribution of an explanation of medical assistance 

benefits to recipients for health care services received under the program; 

(3) expanding the use of telehealth for primary care, behavioral health, 

and urgent care; 

( 4) enhancing fraud prevention, detection, and enforcement; 

(5) reducing the cost of behavioral health, senior, and disabilities 

services provided to recipients of medical assistance under the state's home and 

community-based services waiver under AS 47.07.045; 

(6) pharmacy initiatives; 

(7) enhanced care management; 
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(8) redesigning the payment process by implementing fee agreements 

that include one or more of the following: 

(A) premium payments for centers of excellence; 

(B) penalties for hospital-acquired infections, readmissions, 

and outcome failures; 

(C) bundled payments for specific episodes of care; or 

(D) global payments for contracted payers, primary care 

managers, and case managers for a recipient or for care related to a specific 

diagnosis; 

(9) stakeholder involvement in setting annual targets for quality and 

cost-effectiveness; 

(10) to the extent consistent with federal law, reducing travel costs by 

requiring a recipient to obtain medical services in the recipient's home community, to 

the extent appropriate services are available in the recipient's home community; 

(11) guidelines for health care providers to develop health care 

delivery models supported by evidence-based practices that encourage wellness and 

disease prevention. 

(b) The department shall, in coordination with the Alaska Mental Health Trust 

Authority, efficiently manage a comprehensive and integrated behavioral health 

program that uses evidence-based, data-driven practices to achieve positive outcomes 

for people with mental health or substance abuse disorders and children with severe 

emotional disturbances. The goal of the program is to assist recipients of services 

under the program to recover by achieving the highest level of autonomy with the least 

dependence on state-funded services possible for each person. The program must 

include 

(1) a plan for providing a continuum of community-based services to 

address housing, employment, criminal justice, and other relevant issues; 

(2) services from a wide array of providers and disciplines, including 

licensed or certified mental health and primary care professionals; and . 

(3) efforts to reduce operational barriers that :fragment services, 

minimize administrative burdens, and reduce the effectiveness and efficiency of the 
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program. 

( c) The department shall identify the areas of the state where improvements in 

access to telehealth would be most effective in reducing the costs of medical 

assistance and improving access to health care services for medical assistance 

recipients. The department shall make efforts to improve access to telehealth for 

recipients in those locations. The department may enter into agreements with Indian 

Health Service providers, if necessary, to improve access by medical assistance 

recipients to telehealth facilities and equipment. 

(d) On or before November 15 of each year, the department shall prepare a 

report and submit the report to the senate secretary and the chief clerk of the house of 

representatives and notify the legislature that the report is available. The report must 

include 

( 1) realized cost savings related to reform efforts under this section; 

(2) realized cost savings related to medical assistance reform efforts 

undertaken by the department other than the reform efforts described in this Act; 

(3) a statement of whether the department has met annual targets for 

quality and cost-effectiveness; 

( 4) recommendations for legislative or budgetary changes related to 

medical assistance reforms during the next fiscal year; 

(5) changes in federal laws that the department expects will result in a 

cost or savings to the state of more than $1,000,000; 

(6) a description of any medical assistance grants, options, or waivers 

the department applied for in the previous fiscal year; 

(7) the results of demonstration projects the department has 

implemented; 

(8) legal and technological barriers to the expanded use of telehealth, 

improvements in the use of telehealth in the state, and recommendations for changes 

or investments that would allow cost-effective expansion of telehealth; 

(9) the percentage decrease in costs of travel for medical assistance 

recipients compared to the previous fiscal year; 

(10) the percentage decrease in the number of medical assistance 
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recipients identified as frequent users of emergency departments compared to the 

previous fiscal year; 

(11) the percentage increase or decrease in the number of hospital 

readmissions within 30 days after a hospital stay for medical assistance recipients 

compared to the previous fiscal year; 

(12) the percentage increase or decrease in state general fund spending 

for the average medical assistance recipient compared to the previous fiscal year; 

(13) the percentage increase or decrease in uncompensated care costs 

incurred by medical assistance providers compared to the percentage change in private 

health insurance premiums for individual and small group health insurance; 

(1 4) the cost, in state and federal funds, for providing optional services 

under AS 47.07.030(b). 

(e) In this section, "telehealth" means the practice of health care delivery, 

evaluation, diagnosis, consultation, or treatment, using the transfer of health care data 

through audio, visual, or data communications, performed over two or more locations 

between providers who are physically separated from the recipient or from each other 

or between a provider and a recipient who are physically separated from each other. 

* Sec. 29. AS 47.07.030(d) is amended to read: 

( d) The department shall [MAY] establish as optional services a primary care 

case management system or a managed care organization contract in which certain 

eligible individuals are required to enroll and seek approval from a case manager or 

the managed care organization before receiving certain services. The purpose of a 

primary care case management system or managed care organization contract is 

to increase the use of appropriate primary and preventive care by medical 

assistance recipients, while decreasing the unnecessary use of specialty care and 

hospital emergency department services. The department shall 

ill establish enrollment criteria and determine eligibility for services 

consistent with federal and state law; the department shall require recipients with 

multiple hospitalizations to enroll in a primary care case management system or 

with a managed care organization under this subsection, except that the 

department may exempt recipients with chronic, acute, or terminal medical 
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conditions from the requirement under this paragraph; 

(2) define the coordinated care services and provider types eligible 

to participate as primary care providers; 

(3) create a performance and quality reporting system; and 

(4) integrate the coordinated care demonstration projects 

described under AS 47.07.039 and the demonstration projects described under 

AS 47.07.036{e) with the primary care case management system or managed care 

organization contract established under this subsection. 

* Sec. 30. AS 47.07.036 is amended by adding new subsections to read: 

(d) Notwithstanding (a) - (c) of this section, the department may 

(1) apply for a section 1915(i) option under 42 U.S.C. 1396n to 

improve services and care through home and community-based services to obtain a 50 

percent federal match; 

(2) apply for a section 1915(k) option under 42 U.S.C. 1396n to 

provide home and community-based services and support to increase the federal match 

for these programs from 50 percent to 56 percent; 

(3) apply for a section 1945 option under 42 U.S.C. 1396w-4 to 

provide coordinated care through health homes for individuals with chronic conditions 

and to increase the federal match for the services to 90 percent for the first eight 

quarters the required state plan amendment is in effect; 

(4) evaluate and seek permission from the United States Department of 

Health and Human Services Centers for Medicare and Medicaid Services to participate 

in various demonstration projects, including payment reform, care management 

programs, workforce development and innovation, and innovative services delivery 

models; and 

(5) provide incentives for telehealth, including increasing the 

capability for and reimbursement of telehealth for recipients. 

(e) Notwithstanding (a) - (c) of this section, and in addition to the projects and 

services described under (d) and (f) of this section, the department shall apply for a 

section 1115 waiver under 42 U.S.C. 1315(a) to establish one or more demonstration 

projects focused on innovative payment models for one or more groups of medical 
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assistance recipients in one or more specific geographic areas. The demonstration 

project or projects may include 

(1) managed care organizations as described under 42 U.S.C. 1396u-2; 

(2) community care organizations; 

(3) patient-centered medical homes as described under 42 U.S.C. 256a-

1; or 

( 4) other innovative payment models that ensure access to health care 

without reducing the quality of care. 

(f) Notwithstanding (a) - (c) of this section, and in addition to the projects and 

services described under (d) and (e) of this section, the department shall apply for a 

section 1115 waiver under 42 U.S.C. 13 15(a) to establish one or more demonstration 

projects focused on improving the state's behavioral health system for medical 

assistance recipients. The department shall engage stakeholders and the community in 

the development of a project or projects under this subsection. The demonstration 

project or projects must be consistent with the comprehensive and integrated 

behavioral health program described under AS 47.05 .270(b). 

(g) In this section, "telehealth" has the meaning given in AS 47.05.270(e). 

* Sec. 31. AS 47.07 is amended by adding new sections to read: 

Sec. 47.07.038. Collaborative, hospital-based project to reduce use of 

emergency department services. (a) On or before December 1, 2016, the department 

shall collaborate with a statewide professional hospital association to establish a 

hospital-based project to reduce the use of emergency department services by medical 

assistance recipients. The statewide professional hospital association shall operate the 

project. The project may include shared savings for participating hospitals. The project 

must include 

(1) an interdisciplinary process for defining, identifying, and 

minimizing the number of frequent users of emergency department services; 

(2) to the extent consistent with federal law, a system for real-time 

electronic exchange of patient information, including recent emergency department 

visits, hospital care plans for frequent users of emergency departments, and data from 

the controlled substance prescription database; 
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(3) a pr6cedure for educating patients about the use of emergency 

departments and appropriate alternative services and facilities for nonurgent care; 

( 4) a process for assisting users of emergency departments in making 

appointments with primary care or behavioral health providers within 96 hours after 

an emergency department visit; 

(5) a collaborative process between the department and the statewide 

professional hospital association to establish uniform statewide guidelines for 

prescribing narcotics in an emergency department; and 

(6) designation of health care personnel to review successes and 

challenges regarding appropriate emergency department use. 

(b) The department shall adopt regulations necessary to implement this 

section, request technical assistance from the United States Department of Health and 

Human Services, and apply to the United States Department of Health and Human 

Services for waivers or amendments to the state plan as necessary to implement the 

projects under this section. 

Sec. 47.07.039. Coordinated care demonstration projects. (a) The 

department shall contract with one or more third parties to implement one or more 

coordinated care demonstration projects for recipients of medical assistance identified 

by the department. The purpose of a demonstration project under this section is to 

assess the efficacy of a proposed health care delivery model with respect to cost for, 

access to, and quality of care for medical assistance recipients . The department may 

contract for separate demonstration projects to coordinate care for different groups of 

medical assistance recipients to achieve more effective care for recipients at greater 

cost savings for the medical assistance program. The department shall request 

proposals for at least one project under this section on or before December 31, 2016, 

and may annually request proposals for additional projects under this section 

thereafter. The department may use an innovative procurement process as described 

under AS 36.30.308 to award a contract for a project under this section. A proposal for 

a demonstration project under this section must be submitted to the committee 

established under (b) of this section and must include three or more of the following 

elements: 
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(1) comprehensive primary-care-based management for medical 

assistance services, including behavioral health services and coordination of long-term 

services and support; 

(2) care coordination, including the assignment of a primary care 

provider located in the local geographic area of the recipient, to the extent practical; 

(3) health promotion; 

(4) comprehensive transitional care and follow-up care after inpatient 

treatment; 

(5) referral to community and social support services, including career 

and education training services available through the Department of Labor and 

Workforce Development under AS 23.1 5, the University of Alaska, or other sources; 

(6) sustainability and the ability to achieve similar results in other 

regions of the state; 

(7) integration and coordination of benefits, services, and utilization 

management; 

(8) local accountability for health and resource allocation. 

(b) A project review committee is established in the department for the 

purpose of reviewing proposals for demonstration projects under this section. The 

project review committee consists of 

(1) the commissioner of the department, or the commissioner's 

designee; 

(2) the commissioner of administration, or the commissioner's 

designee; 

(3) the chief executive officer of the Alaska Mental Health Trust 

Authority, or the chief executive officer's designee; 

(4) two representatives of stakeholder groups, appointed by the 

governor for staggered three-year terms; 

(5) a nonvoting member who is a member of the senate, appointed by 

the president of the .senate; and 

( 6) a nonvoting member who is a member of the house of 

representatives, appointed by the speak.er of the house ofrepresentatives. 
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(c) The department may contract with a managed care organization, primary 

care case manager, accountable care organization, prepaid ambulatory health plan, or 

provider-led entity to implement a demonstration project under this section. The fee 

structure for a contract under this subsection may include global payments, bundled 

payments, capitated payments, shared savings and risk, or other payment structures. 

The department shall work with the division of insurance, Department of Commerce, 

Community, and Economic Development, to streamline the application process for a 

company to obtain a certificate of authority required under AS 21.09.010 as necessary 

to participate in a demonstration project under this section. 

(d) A proposal for a demonstration project under this section must include, in 

addition to the elements required under (a) of this section, information demonstrating 

how the project will implement additional cost-saving measures including innovations 

to reduce the cost of care for medical assistance recipients through the expanded use 

of telehealth for primary care, urgent care, and behavioral health services. The 

department shall identify legal or cost barriers preventing the expanded use of 

telehealth and shall recommend remedies for identified barriers. 

(e) The department shall contract with a third-party actuary to reVIew 

demonstration projects established under this section. The actuary shall review each 

demonstration project after one year of implementation and make recommendations 

for the implementation of a similar project on a statewide basis. The actuary shall 

evaluate each proj ect based on cost savings for the medical assistance program, health 

outcomes for participants in the project, and the ability to achieve similar results on a 

statewide basis. On or before December 31 of each year starting in 2018, the actuary 

shall submit a final report to the department regarding any demonstration project that 

has been in operation for at least one year. 

(f) The department shall prepare a plan regarding regional or statewide 

implementation of a coordinated care project based on the results of the demonstration 

projects under this section. On or before November 15, 2019, the department shall 

submit the plan to the senate secretary and the chief clerk of the house of 

representatives and notify the legislature that the plan is available. On or before 

November 15 of each year thereafter, the department shall submit a report regarding 
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any changes or recommendations regarding the plan developed under this subsection 

to the senate secretary and the chief clerk of the house of representatives and notify the 

legislature that the report is available. 

(g) In this section, "telehealth" has the meaning given in AS 47.05.270(e). 

* Sec. 32. AS 47.07 is amended by adding a new section to read: 

Sec. 47.07.076. Report to legislature. (a) The department and the attorney 

general shall annually prepare a report relating to the medical assistance program 

under AS 4 7. 07. The report must include the following information: 

( 1) the amount and source of funds used to prevent or prosecute fraud, 

abuse, payment errors, and errors in eligibility determinations for the previous fiscal 

year; 

(2) actions taken to address fraud, abuse, payment errors, and errors in 

eligibility determinations during the previous fiscal year; 

(3) specific examples of fraud or abuse that were prevented or 

prosecuted; 

( 4) identification of vulnerabilities in the medical assistance program, 

including any vulnerabilities identified by independent auditors with whom the 

department contracts under AS 47.05.200; 

(5) initiatives the department has taken to prevent fraud or abuse; 

( 6) recommendations to increase effectiveness in preventing and 

prosecuting fraud and abuse; 

(7) the return to the state for every dollar expended by the department 

and the att_omey general to prevent and prosecute fraud and abuse; 

(8) the most recent payment error rate measurement report for the 

medical assistance program, including fee for service programs and pilot or 

demonstration projects; the report must also explain the reasons for the payment errors 

and the total amount of state and federal funds paid in error during the reporting period 

and not recovered by the department at the time of the report; 

(9) results from the Medicaid Eligibility Quality Control program. 

(b) On or before November 15 of each year, the department shall submit the 

report required under this section to the senate secretary and the chief clerk of the 
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house of representatives and notify the legislature that the report is available. 

* Sec. 33. AS 47.07.900(4) is amended to read: 

(4) "clinic services" means services provided by state-approved 

outpatient community mental health clinics [THA T RECEIVE GRANTS UNDER 

AS 47.30.520 - 47.30.620], state-operated community mental health clinics, outpatient 

surgical care centers, and physician clinics; 

* Sec. 34. AS 47.07.900(17) is amended to read: 

(17) "rehabilitative services" means services for substance abusers and 

emotionally disturbed or chronically mentally ill adults provided by 

(A) a drug or alcohol treatment center [THAT IS FUNDED 

WITH A GRANT UNDER AS 47.30.475]; or 

(B) an outpatient community mental health clinic [THAT HAS 

A CONTRACT TO PROVIDE COMMUNITY MENTAL HEAL TH 

SERVICES UNDER AS 47.30.520- 47.30.620]; 

* Sec. 35. AS 47.55.020(e) is amended to read: 

( e) As a condition for receipt of payment assistance under ( d) of this section, 

the department, under regulations adopted by the department, shall [MAY] require a 

person to 

ill apply for other state or federally sponsored programs that may 

20 reduce the amount of the payment assistance; and 

21 (2) submit to the department a copy of the person's application for 

22 medical assistance coverage under AS 47.07 and the decision letter the person 

23 receives regarding the application. 

24 * Sec. 36. AS 09 .58.020, 09.58 .030, 09.58.040, 09.58.050, and 09.58.060 are repealed 

25 July 1, 2019. 

26 * Sec. 37. The uncodified law of the State of Alaska is amended by adding a new section to 

27 read: 

28 INDIRECT COURT RULE AMENDMENTS. (a) AS 09.58.020, added by sec. 10 of 

29 this Act, and repealed by sec. 36 of this Act, has the effect of amending the following court 

30 rules in the manner specified from the effective date of sec. 10 of this Act until July 1, 2019: 

31 (1) Rules 4, 5, 7, and 12, Alaska Rules of Civil Procedure, by requiring that a 
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1 complaint under AS 09.58 be filed in camera and under seal and may not be served on the 

2 defendant until unsealed and that a copy of the complaint be served on the attorney general; 

3 (2) Rules 41 and 77, Alaska Rules of Civil Procedure, by authorizing the 

4 attorney general to move for dismissal of a complaint filed by another person under 

5 AS 09.58 .020, added by sec. 10 of this Act and repealed by sec. 36 of this Act, and requiring 

6 court approval for dismissal of the action. 

7 (b) AS 09. 5 8. 025, added by sec. 10 of this Act, and amended by sec. 11 of this Act, 

8 has the effect of amending Rule 27, Alaska Rules of Civil Procedure, by authorizing the 

9 attorney general to issue subpoenas as part of an investigation 

10 (1) under AS 09. 58.015 , added by sec. 10 of this Act, from the effective date 

11 of sec. 10 of this Act; and 

12 (2) under AS 09.58.020, added by sec. 10 of this Act, from the effective date 

13 of sec. 10 of this Act until July 1, 2019. 

14 (c) AS 09.58.030, added by sec. 10 of this Act, and repealed by sec. 36 of this Act, 

15 has the effect of amending the following court rules in the mfill?er specified from the effective 

16 date of sec. 10 of this Act until July 1, 2019: 

17 (1) Rule 24, Alaska Rules of Civil Procedure, by authorizing the attorney 

18 general to intervene in a civil action filed by another person under AS 09.58.020 added by 

19 sec. 10 of this Act, and repealed by sec. 3 6 of this Act, and limiting the participation of a party 

20 to the litigation; 

21 (2) Rules 26 and 27, Alaska Rules of Civil Procedure, by authorizing the 

22 attorney general to request that the court issue a stay of discovery for a 90-day period, or 

23 longer upon a showing by the attorney general. 

24 ( d) AS 09. 5 8. 040, added by sec. 10 of this Act, and repealed by sec. 3 6 of this Act, 

25 has the effect of amending Rules 79 and 82, Alaska Rules of Civil Procedure, from the 

26 effective date of sec. 10 of this Act until July 1, 2019, by giving a person who brings an action 

27 under AS 09.58.020, added by sec. 10 of this Act, and repealed by sec. 36 of this Act, the 

28 right to reasonable attorney fees and costs in an action prosecuted by the attorney general. 

29 (e) AS 47.05.260, added by sec. 28 of this Act, has the effect of amending Rule 89, 

30 Alaska Rules of Civil Procedure, and Rule 37, Alaska Rules of Criminal Procedure, by 

31 authorizing the attorney general to apply to the court for authorization to seize property in 
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1 conjunction with an action filed under AS 47.05.2 10. 

2 * Sec. 38. The uncodified law of the State of Alaska is amended by adding a new section to 

3 read: 

4 IMPLEMENT FEDERAL POLICY ON TRIBAL MEDICAID RETh1BURSEMENT. 

5 (a) The Department of Health and Social Services shall collaborate with Alaska tribal health 

6 organizations and the United States Department of Health and Human Services to fully 

7 implement changes in federal policy that authorize 100 percent federal funding for services 

8 provided to American Indian and Alaska Native individuals eligible for Medicaid. 

9 (b) Within 30 days after the date the Centers for Medicare and Medicaid Services 

10 issues a final policy regarding the circumstances in which 100 percent federal funding is 

11 available for medical assistance services received through the United States Indian Health 

12 Service or tribal health facilities, the Department of Health and Social Services shall notify 

13 and submit a report to the co-chairs of the house and senate finance committees of the Alaska 

14 State Legislature that includes an estimate of the savings to the state resulting from the final 

15 policy. Within six months after the date the Centers for Medicare and Medicaid Services 

16 issues the final policy, the Department of Health and Social Services shall fully implement the 

17 policy in the state. 

18 (c) In this section, "Alaska tribal health organization" means an organization 

19 recognized by the United States Indian Health Service to provide health-related services. 

20 * Sec. 39. The uncodified law of the State of Alaska is amended by adding a new section to 

21 read: 

22 HEALTH INFORMATION INFRASTRUCTURE PLAN. (a) The Department of 

23 Health and Social Services shall develop a health information infrastructure plan to strengthen 

24 the health information infrastructure, including health data analytics capability. The purpose 

25 of the health information infrastructure plan is to transform the health care system in the state 

26 by providing 

27 (1) data required by health care providers for care coordination and quality 

28 improvement; and 

29 (2) the information support required by the Department of Health and Social 

30 Services and health care providers to enable development and implementation of the other 

31 provisions of this Act. 
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1 (b) To the greatest extent practicable, the health information infrastructure plan will 

2 leverage existing resources, including the health information exchange, and will identify 

3 opportunities for integrating and streamlining health data systems administered by the state. 

4 * Sec. 40. The uncodified law of the State of Alaska is amended by adding a new section to 

5 read: 

6 FEASIBILITY STUDIES FOR THE PROVISION OF SPECIFIED STATE 

7 SERVICES. (a) The Department of Health and Social Services shall procure a study 

8 analyzing the feasibility of privatizing services delivered at Alaska Pioneers' Homes and 

9 select facilities of the division of juvenile justice. The Department of Health and Social 

10 Services shall deliver a report summarizing the conclusions of the Department of Health and 

11 Social Services to the senate secretary and the chief clerk of the house of representatives and 

12 notify the legislature that the report is available within 10 days after the convening of the First 

13 Regular Session of the Thirtieth Alaska State Legislature. 

14 (b) The Department of Health and Social Services, in conjunction with the Alaska 

15 Mental Health Trust Authority, shall procure a study analyzing the feasibility of privatizing 

16 services delivered at the Alaska Psychiatric Institute. The Department of Health and Social 

17 Services and the Alaska Mental Health Trust Authority shall deliver a joint report 

18 summarizing the conclusions of the Department of Health and Social Services and the Alaska 

19 Mental Health Trust Authority to the senate secretary and the chief clerk of the house of 

20 representatives and notify the legislature that the report is available within 10 days after the 

21 convening of the First Regular Session of the Thirtieth Alaska State Legislature. 

22 ( c) The Department of Administration shall, in collaboration with the house and 

23 senate finance committees, procure a study to be completed on or before June 30, 2017, to 

24 determine the feasibility of creating a health care authority to coordinate health care plans and 

25 consolidate purchasing effectiveness for all state employees, retired state employees, retired 

26 teachers, medical assistance recipients, University of Alaska employees, employees of state 

27 corporations, and school district employees and to develop appropriate benefit sets, rules, 

28 cost-sharing, and payment structures for all employees and individuals whose health care 

29 benefits are funded directly or indirectly by the state, with the goal of achieving the greatest 

30 possible savings to the state through a coordinated approach administered by a single entity. 

31 In developing the study, the Department of Administration shall seek input from the 
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1 Department of Health and Social Services, administrators familiar with managing government 

2 employee health plans, and human resource professionals familiar with self-insured health 

3 care plans. The study must 

4 (1) identify cost-saving strategies that a health care authority could implement; 

5 (2) analyze local government participation in the authority; 

6 (3) analyze a phased approach to adding groups to the health care plans 

7 coordinated by the health care authority; 

8 (4) consider previous studies procured by the Department of Administration 

9 and the legislature; 

10 (5) assess the use of community-related health insurance risk pools and the use 

11 of the private marketplace; 

12 (6) identify organizational models for a health care authority, including private 

13 for-profit, private nonprofit, government, and state corporations; and 

14 (7) include a public review and comment opportunity for employers, 

15 employees, medical assistance recipients, retirees, and health care providers. 

16 (d) In this section, "school district" has the meaning given in AS 14.30.350. 

17 * Sec. 41. The uncodified law of the State of Alaska is amended by adding a new section to 

18 read: 

19 MEDICAID STATE PLAN; WAIVERS; INSTRUCTIONS; NOTICE TO REVISOR 

20 OF ST A TUTES. The Department of Health and Social Services shall amend and submit for 

21 federal approval a state plan for medical assistance coverage consistent with this Act. The 

22 Department of Health and Social Services shall apply to the United States Department of 

23 Health and Human Services for any waivers necessary to implement this Act. The 

24 commissioner of health and social services shall certify to the revisor of statutes if the 

25 provisions of AS 47.05.270(a)(5), (8), and (10), added by sec. 28 of this Act, and the 

26 provisions of AS 47.07.038, added by sec. 31 of this Act, are approved by the United States 

27 Department of Health and Human Services. 

28 * Sec. 42. The uncodified law of the State of Alaska is amended by adding a new section to 

29 read: 

30 TRANSITION: REGULATIONS. (a) The Department of Health and Social Services 

31 may adopt regulations necessary to implement the changes made by this Act. The regulations 

-39- CSSB 74(FIN) 
New Text Und er lined [DELETED TEXT BRACKETED] 



29-LS0692\U 

1 take effect under AS 44.62 (Administrative Procedure Act), but not before the effective date 

2 of the relevant provision of this Act implemented by the regulation. 

3 (b) The Board of Pharmacy may adopt regulations necessary to implement the 

4 changes made by secs. 13 - 19 of this Act. The regulations take effect under AS 44.62 

5 (Administrative Procedure Act), but not before the effective date of the relevant provision of 

6 secs. 13 - 19 of this Act implemented by the regulation. 

7 * Sec. 43. The uncodified law of the State of Alaska is amended by adding a new section to 

8 read: 

9 CONDITIONAL EFFECT. (a) AS 47.05 .270(a)(5), enacted by sec. 28 of this Act, 

10 takes effect only if the commissioner of health and social services certifies to the revisor of 

11 statutes under sec. 41 of this Act, on or before October 1, 2017, that all of the provisions 

12 added by AS 47.05 .270(a)(5) have been approved by the United States Department of Health 

13 and Human Services. 

14 (b) AS 47.05.270(a)(8), enacted by sec. 28 of this Act, takes effect only if the 

15 commissioner of health and social services certifies to the revisor of statutes under sec. 41 of 

16 this Act, on or before October 1, 2017, that all of the provisions added by AS 47.05 .270(a)(8) 

17 have been approved by the United States Department of Health and Human Services. 

18 (c) AS 47.05 .270(a)(10), enacted by sec. 28 of this Act, takes effect only if the 

19 commissioner of health and social services certifies to the revisor of statutes under sec. 41 of 

20 this Act, on or before October 1, 2017, that all of the provisions added by 

21 AS 47.05.270(a)(10) have been approved by the United States Department of Health and 

22 Human Services. 

23 (d) AS 47.07.038, enacted by sec. 31 ofthis Act, takes effect only if the commissioner 

24 of health and social services certifies to the revisor of statutes under sec. 41 of this Act, on or 

25 before October 1, 2017, that all of the provisions added by AS 47.07.038 have been approved 

26 by the United States Department of Health and Human Services. 

27 (e) AS 09.58.020, added by sec. 10 of this Act, AS 09.58.025, added by sec. 10 of this 

28 Act and amended by sec. 11 of this Act, AS 09.58.030, added by sec. 10 of this Act and 

29 repealed by sec. 36 of this Act, AS 09.58.040, added by sec. 10 of this Act, and AS 47.05.260, 

30 added by sec. 28 of this Act, take effect only if sec. 37 of this Act receives the two-thirds 

31 majority vote of each house required by art. IV, sec. 15, Constitution of the State of Alaska. 
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* Sec. 44. If AS 47.05.270(a)(5), enacted by sec. 28 of this Act, takes effect, it takes effect 

on the day after the. date the commissioner of health and social services makes a certification 

to the revisor of statutes under secs. 41 and 43(a) of this Act. 

* Sec. 45. If AS 47.05.270(a)(8), enacted by sec. 28 of this Act, takes effect, it takes effect 

on the day after the date the commissioner of health and social services makes a certification 

to the revisor of statutes under secs. 41 and 43(b) of this Act. 

* Sec. 46. If AS 47.05.270(a)(l0), enacted by sec. 28 of this Act, takes effect, it takes effect 

on the day after the date the commissioner of health and social services makes a certification 

to the revisor of statutes under secs. 41 and 43(c) of this Act. 

* Sec. 47. If AS 47.07.038, enacted by sec. 31 of this Act, takes effect, it takes effect on the 

day after the date the commissioner of health and social services makes a certification to the 

revisor of statutes under secs. 41 and 43( d) of this Act. 

* Sec. 48. Sections 40, 41, 42(a), and 43 of this Act take effect immediately under 

AS 01. 10.070(c). 

* Sec. 49. Sections 13 - 19 ofthis Act take effect January 1, 2017. 

* Sec. 50. Section 42(b) of this Act takes effect July 1, 2016. 

* Sec. 51. Sections 11 and 12 of this Act take effect July 1, 2019. 
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State of Alaska 

2016 Legislative Session 

Identifier: SB07 4CS(FIN)-DCCED-CBPL-03-02-16 

Title : MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

Sponsor: KELLY 

Requester: (S) Finance 

Expenditures/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publish Date: 

SB 74 

Department: Department of Commerce, Community and 

Economic Development 

Appropriation : Corporations, Business and Professional 

Licensing 

Al location: Corporations, Business and Professional 

Licensing 

0MB Component Number: 2360 

Note: Amounts do not include inflation unless otherwise noted below. (Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

Requested Request 
OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 
Personal Services 100.6 100.6 100.6 100.6 
Travel 3.0 3.0 3.0 3.0 
Services 63.1 36.1 36.1 36.1 
Commodities 5.0 
Capital Oµtlay 
Grants & Benefits 
Miscellaneous 
Total Operating 171.7 0.0 139.7 139.7 139.7 

Fund Source (Operating Only) 
1156 Rcpt Svcs 171 .7 139.7 139.7 139.7 
Total 171.7 0.0 139.7 139.7 139.7 

Positions 
Full-time 1.0 1.0 1.0 1.0 
Part-time 
Temporary 

I Change in Revenues 171 .7 I 139.7 j 139.7 I 139.7 I 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes , by what date are the regulations to be adopted, amended or repealed? 

Yes 
07/01/17 

Why this fiscal note differs from previous version: 

100.6 100.6 
3.0 3.0 

36.1 36.1 

139.7 139.7 

139.7 139.7 
139.7 139.7 

1.0 1.0 

139.7 I 139.7 

Updated estimated contractual expenses based on updated quote from current vendor and correct error in the services cost in the 
analysis. 

Prepared By: 
Division: 
Approved By: 
Agency: 

Printed 3/3/2016 

Janey Hovenden, Director Phone: -,---------------------------
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---------------------------
Catherine Reardon, Director Date: ------ ---------------------
Division of Admin istrative Services, DCCED 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. CSSB 74(FIN) 

2016 LEGISLATIVE SESSION 

Analysis 

CSSB74 requires the pharmacist or practitioner who dispenses controlled substances, other than those administered to a 
patient at a health care facility, to submit to the board for inclusion in the Controlled Substance Prescription Database 
(POM P) on a weekly basis. The bill allows licensed practitioners and licensed pharmacists to delegate access to the POMP 
on their behalf to an agent or employee of the practitioner. It requires a pharmacist or practitioner who prescribes or 
dispenses controlled substances to register with the PDMP in a format established by the Board of Pharmacy, and requires 
the Board of Pharmacy to promptly notify the pertinent licensing board when a practitioner registers with the PDMP. 

This legislation a ll ows access to the PD MP by: the licensed pharmacist of the Department of Health and Socia l Services 
(DHSS) responsible for adm inistering prescription drugs coverage; the license pharmacist, licensed practit ioner, or 
authorized employee of DHSS responsible for the ut ili zation review of prescription drugs fo r the medical assistance 
program; the Medical Exa mine r to the extent that the informa tion relates specifically to investigating the cause and 
manne r of a person's death; and a uthorized pe rsonne l of DHSS who may receive undi sclosed informat ion for the purpose 
of identifying and mo nitoring publi c hea lth issues in t he state . 

CSSB74 allows fo r disciplinary actio n for fai lure to register by e ithe r t he Board of Pharmacy or by another licensing board. 
It cre ates a procedure and time frame for registration with the POMP and requires a pharmacist or p ractit ioner to access 
the database to check a patient's prescription records before dispensing, prescribing, or administering a controlled 
substance. This legislation requires the Board to update the database on a weekly basis and authorizes the Board to 
provide unsolicited notification to a pharmacist or practitioner if a patient has received one or more prescriptions for 
controlled substances in quantities or with a frequency inconsistent with generally recognized standa rds of safe practice. 

Expansion of the scope and functional ity of the PDMP will require a Program Coordinator in Juneau to manage all as pects 
of the POMP, including registration, reporting, collaboration and engagement with the state 's opio id control program, 
grant writing and reporting, vendor solicitation, and other face ts of the POMP. 

If the bill passes the follow ing expe nses will be incurred : 

Pe rsonal Se rvices: $100.6 (one full time pe rmanent Program Coordinator I, range 18) 

Travel : $3.0 (program coordinator to attend two board meetings and engage with committees and stakeholders in the 
state's opioid control program) 

Se rvi ces: $63 .1 
$15.0 (legal costs to amend regulations, printing, and postage in first yea r) 
$12.0 (printing and postage to notify prescribers who would be required to register) 
$26.1 (contract to expand POMP database from monthly to weekly based on curre nt vendor) 
$10.0 (department-wide services support for one new position) 

Commodities: $5.0 in first year (computer, office panels, office furniture a nd other one-time needs for one new posit ion) 

The PDMP as it is currently operating is funded by a federal grant through a reimbursable se rvice agreeme nt (RSA) with 
the Department of Health and Social Se rvices (DHSS) . The de partme nt is seeking additional federal grant funding in 
collaboration with DHSS. If awarded, costs of this program e nhancement could be covered by fede ral grant funds instead 
of program rece ipts. In absence of the grant it would be paid for by Board of Pharmacy lice nsees. 
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State of Alaska 

2016 Legislative Session 

Identifier: 

Title: 

Sponsor: 

SB07 4CS(ST A)-LAW-CRIM-02-26-16 

MEDICAID REFORM/PFD/HSAS/ER 

USE/STUDIES 

KELLY 

Requester: Senate Finance 

Expenditures/Revenues 

Fiscal Note 
Bill Version: 

Fiscal Note Number: 

() Publ ish Date: 

Department: Department of Law 

Appropriation: Criminal Division 

SB 74 

Allocation : Criminal Appeals/Special Litigation 

0MB Component Number: 2203 

Note: Amounts do not include inflation unless otherwise noted below. <Thousands of Dollars) 
Included in 

FY2017 Governor's 
Appropriation FY2017 Out-Year Cost Estimates 

Requested Request 
OPERATING EXPENDITURES FY 2017 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 
Personal Services 316.6 316.6 316.6 316.6 316.6 316.6 
Travel 1.5 1.5 1.5 1.5 1.5 1.5 
Services 39.8 39.8 39.8 39.8 39.8 39.8 
Commodities 6.1 6.1 6.1 6.1 6.1 6.1 
Capital Outlay 1.0 1.0 1.0 1.0 1.0 1.0 
Grants & Benefi ts 
M iscellaneous 
Total Operating 365.0 0.0 365.0 365.0 365.0 365.0 365.0 

Fund Source (Operating Only) 
1002 Fed Rcpts 273.7 273.7 273.7 273.7 273.7 273.7 
1005 GF/Prgm 91 .3 91 .3 91 .3 91 .3 91 .3 91 .3 
Total 365.0 0.0 365.0 365.0 365.0 365.0 365.0 

Positions 
Full- time 2.0 2.0 2.0 2.0 2.0 2.0 
Part-time 
Temporary 

I Change in Revenues 500.0 1 500.0 1 500.0 1 500.0 1 500.0 1 500.0 

Estimated SUPPLEMENTAL (FY2016) cost: 0.0 (separate supplemental appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2017) cost: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

ASSOCIATED REGULATIONS 
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? No 
If yes, by what date are the regulations to be adopted , amended or repealed? 

Why this fisca l note differs from previous version: 
I Initial version, not applicable. 

Prepared By: _V_a_le_r_ie_R_o_se-',_B_u-'dg=-e_t_A_na_l,_ys_t_lV ______ _ _ ___ ______ Phone: 
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------ ---------------------Approved By: Craig W. Richards, Attorney General Date: 
Agency: Department of Law 
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FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL '.'JO. SB 74 -----------
2016 LEGISLATIVE SESSION 

Analysis 

In addition to other provisions amending AS 47.05, the committee substitute for SB 74 (STA) would add a provision to Title 
9, code of civil procedure, to establish an "Alaska Medica l Assistance False Claim and Reporting Act." Unde r AS 09.58.010, 
sec. 4 of the bill, a medical assistance provider or medica l assistance recipient may not knowingly submit, authorize, or 
cause to be submitted, a false or fraudulent cla im under the medical assistance program. A beneficiary of a false or 
fra udulent claim, whether intentiona l or inadvertent, would be required to disclose the false o f fraudulent claim to the 
state not later than 60 days afte r di scovering the false claim. 

Under proposed AS 09.58.010, a medical assistance provider or recipient who engages in the prohibited acts would be 
liable to the state in a civil action for a penalty of not less than $5,500 and not more than $11,000, three times the amount 
of damages sustained by the state and costs and attorney fees. Damages could be reduced if the person liable furnishes 
the attorney genera l or the Department of Health and Socia l Services all information known to the person about the 
vio lation not later than 30 days after the info rmation was obta ined and the person cooperates with the attorney general, 
and no action is pending with respect to the violation . 

Under proposed AS 09.58.015 and 09 .58.020, an action for damages due to a false or fraudulent claim for medical 
assistance may be brought by the attorney general, or by a private plaintiff. If a private person files a complaint, the 
complaint is under seal for at least 60 days to allow the attorney general time to investigate the action and decide 
whether to recommend dismissal due to lack of substantial evidence that a violation occurred, intervene and pursue the 
case on behalf of the state, or allow the private person to proceed with the action on behalf of the state. The attorney 
general may request an extension of time to conduct the investigation. 

If the attorney general elects not to proceed with the action, and does not move to dismiss it, the person who brought the 
action has the right to proceed and conduct the action. The attorney general may request to be served with all documents 
related to an action pursued by a private plaintiff. To protect pending state investigations, under proposed AS 9.58.030{d), 
the attorney general may request a court to stay discovery for not more than 90 days. 

For an action brought by a private plaintiff, if the claim is successful, a private plaintiff would be entitled to a percentage 
of damages. If the attorney general pursues the action, damages to the private plaintiff would be at least 15 percent but 
not more than 25 percent of the proceeds. If the attorney general does not proceed with the action, the available 
damages amount shall be at least 25 percent but not more than 30 percent of the proceeds. 

Certain actions would be barred : actio ns based on evidence known to the state, actions based on allegation or 
transactions subject to an action in which the state is a party, actions based on public disclosure, and actions against the 
state or current or former state employees. The bill would also establish as part of AS 47.05, a provision authorizing 
se izure and forfeiture of property of a medical assistance provider if the attorney genera l finds probable cause that the 
provider has or is committing medica l assistance fraud; seizure is subject to court review. 

Both the proposed Medica l Assistance False Claim and Reporting Act and provision on seizure and forfeiture of real 
property require involvement of the Department of law. The Department of Law would require attorneys, investigators, 
and support staff in order to review the complaints and make recommendations as to which action to take under the 
Medica l Assistance False Claim and Reporting Act. The department anticipates that the work could be done by attorneys 
in the Medicaid Fraud Control Unit (MFCU) of the Office of Special Prosecutions and Appeals. The bill would allow for 
recovery of attorney fees incurred in prosecuting civil action for Medicaid fraud, but under federal law fifty percent of 

attorney fees recovered must be paid to the federa l government to reimburse the federal government its proportionate 
share of funding the Medicaid program . 
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.. 
FISCAL NOTE ANALYSIS 

STATE OF ALASKA BILL NO. SB74 

2016 LEGISLATIVE SESSION 

Analysis Continued 

The State of Alaska recovered approximately $1.9 mil lion in civi l sett lements in 2012 through the M FCU in the form of 
global class action cases as a result of the State's membership in the National Association of M edicaid Fraud Units. A 
portion of recovered monies could be used to pay MFCU attorney fees. Whi le conservative estimates may not provide for 
fu ll funding of the MFCU through attorney fee recoveries, it is likely that a significant portion will be recovered to pay for 
the twenty-five percent of matching state funds that are required. This fact combined with a positive fiscal note from the 
Department of Health and Socia l Services regarding this legislation (for savings in the amount of $800,000 fo r the first year 
and approximately $900,000 each yea r thereafter), along with the deterrent effect of the proposed legislation should resul t 
in significant savings for the State of Alaska. 
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WORK DRAFT i\~~\ \~ WORK DRAFT 

CS FOR SENATE BILL NO. 74(FIN) 

IN THE LEGISLATURE OF THE ST A TE OF ALASKA 

TWENTY-NINTH LEGISLATURE- SECOND SESSION 

BY THE SENATE FINANCE COMMITTEE 

Offered: 
Referred: 

Sponsor(s): SENATORS KELLY, Giessel 

A BILL 

FOR AN ACT ENTITLED 

WORK DRAFT 

29-LS0692\V 
Glover 

2/23/16 

1 "An Act relating to the controlled substance prescription database; relating to the duties 

2 of the Board of Pharmacy; establishing the Alaska Medical Assistance False Claim and 

3 Reporting Act; relating to medical assistance programs administered by the Department 

4 of Health and Social Services; relating to public record status of records related to the 

5 Alaska Medical Assistance False Claim and Reporting Act; relating to accounting for 

6 program receipts; relating to annual audits of state medical assistance providers; 

7 relating to seizure and forfeiture of property for medical assistance fraud; relating to 

8 reporting overpayments of medical assistance payments; relating to limitations of 

9 actions; establishing authority to assess civil penalties for violations of medical 

10 assistance program requirements; relating to competitive bidding for medical assistance 

11 products and services; relating to verification of eligibility for public assistance 

12 programs administered by the Department of Health and Social Services; relating to the 

-1- CSSB 74(FIN) 
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WORK DRAFT WORK DRAFT 29-LS0692\V 

1 duties of the Department of Health and Social Services; establishing medical assistance 

2 demonstration projects; amending Rules 4, 5, 7, 12, 24, 26, 27, 41, 77, 79, 82, and 89, 

3 Alaska Rules of Civil Procedure; amending Rule 37, Alaska Rules of Criminal 

4 Procedure; and providing for an effective date." 

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 

6 * Section 1. AS 09 .10 is amended by adding a new section to read: 

7 Sec. 09.10.075. Actions related to claims based on medical assistance 

8 payment fraud. Except as provided in AS 09.58.070, a person may not bring an 

9 action under AS 09.58.010 - 09.58.060, unless the action is commenced by the earlier 

10 of (1) six years after the act or omission was committed, or (2) three years after the 

11 date when facts material to the action were known, or reasonably should have been 

12 known, by the attorney general or the Department of Health and Social Services, but 

13 in no event more than 10 years after the date the violation under AS 09.58.010 

14 occurred. 

15 * Sec. 2. AS 09.10.120(a) is amended to read: 

16 (a) Except as provided in AS 09.10.075, an [AN] action brought in the name 

17 of or for the benefit of the state, any political subdivision, or public corporation may 

18 be commenced only within six years after [OF] the date of accrual of the cause of 

19 action. However, if the action is for relief on the ground of fraud, the limitation 

20 commences from the time of discovery by the aggrieved party of the facts constituting 

21 the fraud. 

22 * Sec. 3. AS 09 is amended by adding a new chapter to read: 

23 Chapter 58. Alaska Medical Assistance False Claim and Reporting Act. 

24 Sec. 09.58.010. False claims for medical assistance; civil penalty. (a) A 

25 medical assistance provider or medical assistance recipient may not 

26 (1) knowingly submit, authorize, or cause to be submitted to an officer 

27 or employee of the state a false or fraudulent claim for payment or approval under the 

28 medical assistance program; 

29 (2) knowingly make, use, or cause to be made or used, directly or 

CSSB 74(FIN) -2-
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indirectly, a false record or statement to get a false or fraudulent claim for payment 

paid or approved by the state under the medical assistance program; 

(3) conspire to defraud the state by getting a false or fraudulent claim 

paid or approved under the medical assistance program; 

(4) knowingly make, use, or cause to be made or used, a false record or 

statement to conceal, avoid, increase, or decrease an obligation to pay or transmit 

money or property to the medical assistance program; 

(5) knowingly enter into an agreement, contract, or understanding with 

an officer or employee of the state for approval or payment of a claim under the 

medical assistance program knowing that the information in the agreement, contract, 

or understanding is false or fraudulent. 

(b) A beneficiary of an intentional or inadvertent submission of a false or 

fraudulent claim under the medical assistance program who later discovers the claim is 

false or fraudulent shall disclose the false or fraudulent claim to the state not later than 

60 days after discovering the false claim. 

( c) In addition to any criminal penalties or seizure or forfeiture of property 

under AS 47.05 , a medical assistance provider or medical assistance recipient who 

violates (a) or (b) of this section shall be liable to the state in a civil action for 

(1) a civil penalty of not less than $5,500 and not more than $11 ,000; 

(2) three times the amount of actual damages sustained by the state; 

and 

(3) reasonable attorney fees and costs calculated under applicable court 

rules. 

(d) Liability for actual damages under (c) of this section may be reduced to not 

less than twice the amount of actual damages that the state sustains if the court finds 

that a person liable for an act under (a) or (b) of this section 

( 1) furnished the attorney general or the Department of Health and 

Social Services with all information known to the person about the violation not later 

than 30 days after the date the information was obtained; 

(2) fully cooperated with the investigation of the violation under 

AS 09.58.020; and 
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(3) at the time the person furnished the attorney general with the 

information about the violation, no criminal prosecution, civil action, investigation, or 

administrative action had been started in this state with respect to the violation, and the 

person did not have actual knowledge of the existence of an investigation of the 

violation. 

(e) A corporation, partnership, or other individual is liable under this chapter 

for acts of its agents if the agent acted with apparent authority, regardless of whether 

the agent acted, in whole or in part, to benefit the principal and regardless of whether 

the principal adopted or ratified the agent's claims, representations, statement, or other 

action or conduct. 

Sec. 09.58.015. Attorney general investigation; civil action. (a) The attorney 

general or the Department of Health and Social Services may investigate an alleged 

violation of AS 09.58.010. The attorney general may request assistance from the 

Department of Health and Social Services in an investigation under this section. 

(b) The attorney general may bring a civil action in superior court under 

AS 09.58.010 - 09.58 .060. 

Sec. 09.58.020. Private plaintiff; civil action. (a) Notwithstanding 

AS 09.58 .015, a person may bring an action under this section for a violation of 

AS 09.58.010 in the name of the person and the state. 

(b) To bring an action under this section, a person shall file a complaint, in 

camera and under seal, and serve on the attorney general 

( 1) a copy of the complaint; and 

(2) written disclosure of substantially all material evidence and 

information the person possesses that pertains to the claim. 

( c) A complaint filed under this section must remain under seal for at least 60 

days and may not be served on the defendant until the court so orders. The attorney 

general may elect to intervene and proceed with the action within 60 days after the 

attorney general receives both the complaint and the material evidence and the 

information required under (b) of this section. The attorney general may, for good 

cause shown, move the court, under seal, for an extension of the time during which the 

complaint remains under seal under this subsection. 
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( d) Before the expiration of the 60-day period or an extension of time granted 

under ( c) of this section, the attorney general shall conduct an investigation and make 

a written determination as to whether substantial evidence exists that a violation of 

AS 09.58.0 l O has occurred. After the investigation and determination are complete, 

the attorney general shall provide the person who brought the action and the 

Department of Health and Social Services with a copy of the determination unless the 

action has been referred to the division of the Department of Law that has 

responsibility for criminal cases. 

(e) Before the expiration of the 60-day period or an extension obtained under 

( c) of this section, the attorney general shall 

( l ) intervene in the action and proceed with the action on behalf of the 

state; 

(2) notify the court that the attorney general declines to take over the 

action, in which case the person bringing the action has the right to conduct the action; 

or 

(3) if the attorney general determines that substantial evidence does not 

exist that a violation of AS 09.58.010 has occurred, or that the action is barred under 

AS 09.58.050, the attorney general shall move the court to dismiss the action. 

(f) The named defendant in a complaint filed under this section is not required 

to respond to a complaint filed under this section until after the complaint is unsealed 

by the court and a copy of the summons and complaint are served on the defendant 

under the applicable Alaska Rules of Civil Procedure. 

(g) When a person brings an action under this section, only the attorney 

general may intervene or bring a related action based on similar facts to the underlying 

action. 

Sec. 09.58.025. Subpoenas. In conducting an investigation under 

AS 09.58.015 or 09.58.020, the attorney general may issue subpoenas to compel the 

production of books, papers, correspondence, memoranda, and other records in 

connection with an investigation under or the administration of AS 09.58.010 -

09.58.060. If a medical assistance provider or a medical assistance recipient fails or 

refuses, without just cause, to obey a subpoena issued under this subsection, the 
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superior comi may, upon application by the attorney general, issue an order requiring 

the medical assistance provider or medical assistance recipient to appear before the 

attorney general to produce evidence. 

Sec. 09.58.030. Rights in false or fraudulent claims actions. (a) If the 

attorney general elects to intervene and proceed with an action under AS 09.58 .020, 

the attorney general has exclusive authority for prosecuting the action and is not bound 

by an act of the person bringing the action. The person who brought the action has the 

right to continue as a nominal party to the action, but does not have the right to 

participate in the action except as a w itness or as otherwise directed by the attorney 

general. If the attorney general e lects to intervene under AS 09.58.020, the attorney 

general may fi le a new complaint or amend the complaint fi led by the person who 

brought the action under AS 09.58.020(b) . 

(b) N otwithstanding the objections of the person who brought the action, the 

attorney general may 

(1) move to dismiss the action at any time under this chapter if the 

attorney general has notified the person who brought the action of the intent to seek 

dismissal and the court has provided the person who brought the action with an 

opportunity to respond to the motion; 

(2) settle the action w ith the defendant at any time, if the court 

determines, after a hearing, that the proposed settlement is fair, adequate, and 

reasonable under all the circumstances; upon a showing of good cause, the hearing 

described in this paragraph shall be held in camera. 

(c) If the attorney general elects not to proceed under AS 09.58.020 with the 

action, the person who brought the action has the right to proceed and conduct the 

action. The attorney general may request at any time during the proceedings to be 

served with copies of all documents related to the action, including pleadings, 

motions, and discovery. The attorney general shall pay for the reasonable copying 

charges for documents provided under this subsection. If the person who brought the 

action proceeds with the action, the court, without limiting the status and rights of the 

person who brought the action, shall allow the attorney general to intervene at any 

time. 

CSSB 74(FIN) -6-
New Text Underl ined [DELETED TEXT BRACKETED] 



L 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

WORK DRAFT WORK DRAFT 29-LS0692\V 

( d) Whether or not the attorney general proceeds with the action under this 

chapter, on a showing by the attorney general that certain actions of discovery by the 

person bringing the action would interfere with pending investigation or prosecution 

of a criminal or civil proceeding arising out of the same matter, the court may stay the 

discovery for not more than 90 days. The court may extend the 90-day period on a 

further showing, in camera, that the state has pursued the criminal or civil 

investigation or proceedings with reasonable diligence and that proposed discovery in 

the civil action under AS 09.58.010 - 09.58.060 may interfere with the ongoing 

criminal or civil investigation or proceedings. 

Sec. 09.58.040. Award to false or fraudulent claim plaintiff. (a) If the 

attorney general proceeds with an action brought by a person for a violation of 

AS 09.58.010, the person who brought the action shall receive at least 15 percent but 

not more than 25 percent of the proceeds of the action or settlement of the claim, 

depending on the extent to which the person bringing the action contributed to the 

prosecution of the action. The court order or settlement agreement shall state the 

percentage and the amount to be received by the person who brought the action. A 

payment under this subsection to the person who brought the action may only be paid 

from proceeds received from a judgment or settlement under this section. 

(b) If the attorney general does not proceed with an action brought under 

AS 09.58.020, the person bringing the action to judgment or settlement by court order 

shall receive an amount that the court decides is reasonable for collecting the civil 

penalty and damages based on the person's effort to prosecute the action successfully. 

The amount shall be at least 25 percent but not more than 30 percent of the proceeds 

of the action or settlement of the claim. A payment under this subsection to the person 

who brought the action may only be paid from proceeds received from a judgment or 

settlement received under this section. 

( c) Whether or not the attorney general participates in the action, if the court 

finds that the action was brought by a person who planned or initiated the violation 

alleged in the action brought under AS 09.58.020, the court may, to the extent the 

court considers appropriate, reduce the share of the proceeds of the action that the 

person would otherwise receive under (a) or (b) of this section, taking into account the 
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role of that person in advancing the case to litigation and any relevant circumstances 

pertaining to the violation. If the person bringing the action is convicted of criminal 

conduct arising from the person's role in the violation of AS 09.58.010, the court shall 

dismiss the person from the civil action and the person may not receive any share of 

the proceeds of the action or settlement. A dismissal under this subsection does not 

prejudice the right of the attorney general to continue the action. 

(d) In this section, "proceeds of the action or settlement" 

(l) includes damages, civil penalties, payment for cost of compliance, 

and other economic benefits realized by the state as a result of a civi l action brought 

under AS 09.58.010 - 09.58.060; 

(2) does not include attorney fees and costs awarded to the state. 

Sec. 09.58.050. Certain actions barred. A person may not bring an action 

under AS 09.58.020 if the action is 

( 1) based on evidence or information known to the state when the 

action was brought; 

(2) based on allegations or transactions that are the subject of a civil or 

criminal action or an administrative proceeding in which the state is already a party; 

(3) based on the public disclosure of allegations or actions in a 

criminal or civil action or an administrative hearing, or from the news media, unless 

the action is brought by the attorney general or the person bringing the action is an 

original source of the information that was publicly disclosed; in this paragraph, a 

person is an original source of the information that was publicly disclosed if the 

person has independent knowledge, including knowledge based on personal 

investigation of the defendant's conduct, of the information on which the allegations 

are based, and has voluntarily provided or verified the information on which the 

allegations are based or voluntarily provided the information to the attorney general 

before filing an action under AS 09.58.020 that is based on the information; or 

(4) against the state or current or former state employees. 

Sec. 09.58.060. State not liable for attorney fees, costs, and other expenses. 

The state, its agencies, current or former officers, and current or former employees, are 

not liable for attorney fees, costs, and other expenses that a person incurs in bringing 
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an action under AS 09.58.020. 

Sec. 09.58.070. Employee protection for retaliation. (a) An employee of a 

medical assistance provider who is discharged, demoted, suspended, threatened, 

harassed, or discriminated against in the terms and conditions of employment by the 

employee's employer because of lawful acts done by the employee on behalf of the 

employee or others in furtherance of an action under AS 09.58.010 - 09.58 .060, 

including investigation for , initiation of, testimony for or assistance in an action filed 

or to be filed under AS 09.58.010 - 09.58.060, is entitled to the same relief authorized 

under AS 39.90.120. 

(b) Notwithstanding (a) of this section, a state employee who is discharged, 

demoted, suspended, threatened, harassed, or discriminated against in the terms and 

conditions of employment because of lawful acts done by the employee on behalf of 

the employee or a person who brings an action under AS 09.58.020 or in furtherance 

of an action under AS 09.58 .010 - 09.58.060, including investigation, initiation of, 

testimony for or assistance in an action filed or to be filed under AS 09.58.010 -

09.58 .060, is entitled to relief under AS 39.90.100 - 39.90.150 (Alaska Whistleblower 

Act). 

(c) A person may not bring an action under this section unless the action is 

commenced not later than three years after the date the employee was subject to 

retaliation under ( a) or (b) of this section. 

Sec. 09.58.080. Regulations. The attorney general may adopt regulations 

under AS 44.62 as necessary to carry out the purposes of this chapter. 

Sec. 09.58.090. Special provisions. (a) This chapter does not apply to any 

controversy involving damages to the state of less than $5,500 in value. 

(b) No punitive damages may be awarded in an action brought under 

AS 09.58.010 - 09.58.060 . 

Sec. 09.58.100. Definitions. In this chapter, 

(1) "attorney general" includes a designee of the attorney general; 

(2) "claim" means a request for payment of health care services or 

equipment, whether made to a contractor, grantee, or other person, when the state 

provides, directly or indirectly, a portion of the money, property, or services requested 
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or demanded, or when the state will, directly or indirectly, reimburse the contractor, 

grantee, or other recipient for a portion of the money, property, or services requested 

or demanded; 

(3) "controversy" means the aggregate of one or more false claims 

submitted by the same medical assistance provider or medical assistance recipient 

under this chapter; 

( 4) "knowingly" means that a person, with or without specific intent to 

defraud, 

(A) has actual knowledge of the information ; 

(B) acts in del iberate ignorance of the truth or falsity of the 

information; or 

(C) acts m reckless disregard of the truth or fals ity of the 

information; 

(5) "medical assistance program" means the federal-state program 

administered by the Department of Health and Social Services under AS 47.05 and 

AS 47.07 and regulations adopted under AS 47.05 and AS 47.07; 

(6) "medical assistance provider" has the meaning given under 

AS 47.05 .290; 

(7) "medical assistance recipient" has the mearung given under 

AS 47.05.290; 

(8) "obligation" means an established duty, whether or not fixed, 

arising from 

(A) an express or implied contractual grantor or grantee or 

licensor or licensee relationship ; 

(B) a fee-based or similar relationship; 

(C) a statute or regulation; or 

(D) the retention of any overpayment. 

Sec. 09.58.110. Short title. This chapter may be cited as the Alaska Medical 

Assistance False Claim and Reporting Act. 

* Sec. 4. AS 17.30.200(b) is amended to read: 

(b) The pharmacist-in-charge of each licensed or registered pharmacy, 
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regarding each schedule IA, IIA, IIIA, IV A, or VA controlled substance under state 

law or a schedule I, II, III, IV, or V controlled substance under federal law dispensed 

by a pharmacist under the supervision of the pharmacist-in-charge, and each 

practitioner who directly dispenses a schedule IA, IIA, IIIA, IV A, or VA contro lled 

substance under state Jaw or a schedule I, II, III, IV, or V controlled substance under 

federal Jaw other than those administered to a patient at a health care fac ility, shall 

submit to the board, by a procedure and in a format established by the board, the 

following information for inclusion in the database on a weekly basis: 

(I) the name of the prescribing practi tioner and the practitioner's 

federal Drug Enforcement Administration registration number or other appropriate 

identifier; 

(2) the date of the prescription; 

(3) the date the prescription was filled and the method of payment; this 

paragraph does not authorize the board to include individual credit card or other 

account numbers in the database; 

( 4) the name, address, and date of birth of the person for whom the 

prescription was written; 

(5) the name and national drug code of the controlled substance; 

(6) the quantity and strength of the controlled substance dispensed; 

(7) the name of the drug outlet dispensing the controlled substance; 

and 

(8) the name of the pharmacist or practitioner dispensing the controlled 

substance and other appropriate identifying information. 

* Sec. 5. AS 17.30.200(d) is amended to read: 

( d) The database and the information contained within the database are 

confidential, are not public records, and are not subject to public disclosure. The board 

shall undertake to ensure the security and confidentiality of the database and the 

information contained within the database. The board may allow access to the 

database only to the following persons, and in accordance with the limitations 

provided and regulations of the board : 

( 1) personnel of the board regarding inquiries concerning licensees or 
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registrants of the board or personnel of another board or agency concemmg a 

practitioner under a search warrant, subpoena, or order issued by an administrative law 

judge or a court; 

(2) authorized board personnel or contractors as required for 

operational and review purposes; 

(3) a licensed practitioner having authority to prescribe controlled 

substances or an agent or emplovee of the practitioner whom the practitioner has 

authorized to access the database on the practitioner's behalf, to the extent the 

information relates specifically to a current patient of the practitioner to whom the 

practitioner is prescribing or considering prescribing a controlled substance; 

(4) a licensed or registered pharmacist having authority to dispense 

controlled substances or an agent or employee of the pharmacist whom the 

pharmacist has authorized to access the database on the pharmacist's behalf, to 

the extent the information relates specifically to a current patient to whom the 

pharmacist is dispensing or considering dispensing a controlled substance; 

(5) federal, state, and local law enforcement authorities may receive 

printouts of information contained in the database under a search warrant, subpoena, 

or order issued by a court establishing probable cause for the access and use of the 

information; [AND] 

(6) an individual who 1s the recipient of a controlled substance 

prescription entered into the database may receive information contained in the 

database concerning the individual on providing evidence satisfactory to the board that 

the individual requesting the information is in fact the person about whom the data 

entry was made and on payment of a fee set by the board under AS 37.10.050 that 

does not exceed $1 O.;. 

(7) a licensed pharmacist employed by the Department of Health 

and Social Services who is responsible for administering prescription drug 

coverage for the medical assistance program under AS 47.07, to the extent that 

the information relates specifically to prescription drug coverage under the 

program; 

(8) a licensed pharmacist, licensed practitioner, or authorized 
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employee of the Department of Health and Social Services responsible for 

utilization review of prescription drugs for the medical assistance program under 

AS 47.07, to the extent that the information relates specifically to utilization 

review of prescription drugs under the program; 

(9) the state medical examiner, to the extent that the information 

relates specifically to investigating the cause and manner of a person's death; and 

(10) an authorized employee of the Department of Health and 

Social Services may receive information from the database that does not disclose 

the identity of a patient, prescriber, dispenser, or dispenser location, for the 

purpose of identifying and monitoring public health issues in the state; however, 

the information provided under this paragraph may include the region of the 

state in which a patient, prescriber, and dispenser are located and the specialty of 

the prescriber. 

* Sec. 6. AS 17.30.200(e) is amended to read: 

(e) The failure of a pharmacist-in-charge, pharmacist, or practitioner to 

register or submit information to the database as required under this section is 

grounds for the board to take disciplinary action against the license or registration of 

the pharmacy or pharmacist or for another licensing board to take disciplinary action 

against a practitioner. 

* Sec. 7. AS 17.30.200(h) is amended to read: 

(h) An individual who has submitted information to the database in 

accordance with this section may not be held civilly liable for having submitted the 

information. [NOTHING IN THIS SECTION REQUIRES OR OBLIGATES A 

DISPENSER OR PRACTITIONER TO ACCESS OR CHECK THE DATABASE 

BEFORE DISPENSING, PRESCRIBING, OR ADMINISTERING A 

MEDICATION, OR PROVIDING MEDICAL CARE TO A PERSON.] Dispensers or 

practitioners may not be held civilly liable for damages for accessing or failing to 

access the information in the database. 

* Sec. 8. AS 17.30.200(k) is amended to read: 

(k) In the regulations adopted under this section, the board shall provide 

(I) that prescription information in the database [SHALL] be purged 
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from the database after two years have elapsed from the date the prescription was 

dispensed; 

(2) a method for an individual to challenge information in the database 

about the individual that the person believes is incorrect or was incoITectly entered by 

a dispenser,;, 

(3) a procedure and time frame for registration with the database; 

(4) that a pharmacist or practitioner shall access the database to 

check a patient's prescription records before dispensing, prescribine, or 

administering a controlled substance to the patient. 

* Sec. 9. AS 17.30.200 is amended by adding new subsections to read: 

(o) A pharmacist who di spenses or a practitioner who prescribes , administers, 

or directly dispenses a schedule IA, IIA, IIIA, IV A, or VA controlled substance under 

state law or a schedule I, II, III, IV, or V controlled substance under federal law shall 

register with the database by a procedure and in a format established by the board. 

(p) The board shall promptly notify the State Medical Board, the Board of 

Nursing, the Board of Dental Examiners, and the Board of Examiners in Optometry 

when a practitioner registers with the database under (o) of this section. 

(q) The board is authorized to provide unsolicited notification to a pharmacist 

or practitioner if a patient has received one or more prescriptions for controlled 

substances in quantities or with a frequency inconsistent with generally recognized 

standards of safe practice. 

(r) The board shall update the database on a weekly basis with the information 

submitted to the board under (b) of this section. 

* Sec. 10. AS 37.05 .146(c) is amended by adding a new paragraph to read: 

(88) monetary recoveries under AS 09.58 (Alaska Medical Assistance 

False Claim and Reporting Act). 

* Sec. 11. AS 40.25 .120(a) is amended by adding a new paragraph to read: 

( 15) records relating to proceedings under AS 09 .5 8 (Alaska Medical 

Assistance False Claim and Reporting Act). 

* Sec. 12. AS 47.05 .015 is amended by adding a new subsection to read: 

(e) Notwithstanding (c) of this section, the department may enter into a 
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contract through the competitive bidding process under AS 36.30 (State Procurement 

Code) for medical assistance products and services offered under AS 47.07.030 if the 

contract is for durable medical equipment or specific medical services that can be 

delivered on a statewide basis. 

* Sec. 13. AS 47.05 is amended by adding a new section to article 1 to read: 

Sec. 47.05.105. Enhanced computerized eligibility verification system. (a) 

The department shall establish an enhanced computerized income, asset, and identity 

eligibility verification system for the purposes of verifying eligibility, eliminating 

duplication of public assistance payments, and deterring waste and fraud in public 

assistance programs administered by the department under AS 47.05 .010. Nothing in 

this section prohibits the department from verifying eligibility for public assistance 

through additional procedures or authorizes the department or a third-party vendor to 

use data to verify eligibility for a federal program if the use of that data is prohibited 

by federal Jaw. 

(b) The depat1ment shall enter into a competitively bid contract with a third­

party vendor for the purpose of developing a system under this section to prevent 

fraud, misrepresentation, and inadequate documentation when determining an 

applicant's eligibility for public assistance before the payment of benefits and for 

periodically verifying eligibility between eligibility redeterminations and during 

eligibility redeterminations and reviews under AS 47.05.110 - 47.05 .120. The 

department may also contract with a third-party vendor to provide information to 

facilitate reviews of recipient eligibility and income verification. 

( c) The annual savings to the state resulting from the use of the system under 

this section must exceed the cost of implementing the system. A contract under this 

section must require the third-party vendor to report annual savings to the state 

realized from implementing the system. Payment to the third-party vendor may be 

based on a fee for each applicant and may include incentives for achieving a rate of 

success established by the department for identifying duplication, waste, and fraud in 

public assistance programs. 

(d) To avoid a conflict of interest, the department may not award a contract to 

provide services for the enrollment of public assistance providers or applicants under 
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* Sec. 14. AS 47.05.200(a) is amended to read : 
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(a) The department shall annually contract for independent audits of a 

statewide sample of all medical assistance providers in order to identify overpayments 

and violat ions 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 may not be less than 50 each year [, AS A TOT AL FOR THE 

MEDICAL ASSISTANCE PROGRAMS UNDER AS 47.07 AND AS 47.08, SHALL 

BE 0.75 PERCENT OF ALL ENROLLED PROVIDERS UNDER THE 

PROGRAMS, ADruSTED 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 of a variety of provider types. 

The department may not award a contract 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 of 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. In identifying providers who are subject to an audit 

under this chapter, the department shall attempt to minimize concurrent state or 

federal audits. 

* Sec. 15. AS 47.05.200(b) is amended to read: 

(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 
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provide copies of all audit reports to the attorney general so that the reports can be 

screened for the purpose of bringing criminal charges. The department may assess 

interest and penalties on any identified overpayment. Interest under this 

subsection shall be calculated using the statutory rates for postiudgment interest 

accruing from the date of the issuance of the final agency decision to recoup 

overpayments identified in the audit. In this subsection, the date of issuance of 

the final agency decision is the later of the date of 

(1) the department's written notification of the decision and the 

provider's appeal rights; or 

(2) if timely appealed by the provider, a final agency decision 

under AS 44.64.060. 

* Sec. 16. AS 47.05 is amended by adding a new section to read : 

Sec. 47.05.235. Duty to identify and repay self-identified overpayments. (a) 

An enrolled medical assistance provider shall conduct at least one annual review or 

audit of all claims submitted to the department for reimbursement and, if 

overpayments are identified, the medical assistance provider shall report the 

overpayment to the department not later than 10 business days after identification of 

the overpayment. The report must also identify how the medical assistance provider 

intends to repay the department. After the department receives the report, the medical 

assistance provider and the department shall enter into an agreement establishing a 

schedule for repayment of the identified overpayment. The agreement may authorize 

repayment in a lump sum, a payment plan, or by offsetting future billings as approved 

by the department. 

(b) The department may not assess interest or penalties on an overpayment 

identified and repaid by a medical assistance provider under this section. 

* Sec. 17. AS 47.05 is amended by adding new sections to read: 

Sec. 47.05.250. Civil penalties. (a) The department may assess a civil penalty 

against a provider who violates this chapter, AS 47.07, or regulations adopted under 

this chapter or AS 47.07. 

(b) The department shall adopt regulations establishing a range of civil 

penalties that the department may assess against a provider under this section. In 
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establishing the range of civil penalties, the department shall take into account 

appropriate factors, including the seriousness of the violation, the service provided by 

the provider, and the severity of the penalty. The regulations may not provide for a 

civil penalty of less than $100 or more than $25,000 for each violation. 

( c) The provisions of this section are in addition to any other remedies 

avai lable under this chapter, AS 47.07, or regulations adopted under this chapter or 

AS 47.07. 

(d) A provider against whom a civil penalty of less than $2,500 is assessed 

may appeal the decision assessing the penalty to the commissioner or the 

commissioner's designee. The commissioner shall, by regulation, establish time limits 

and procedures fo r an appeal under this subsection. The decision of the commissioner 

or the commissioner's designee may be appealed to the office of administrative 

hearings established under AS 44.64. 

(e) A provider against whom a civil penalty of $2 ,500 or more is assessed may 

appeal the decision assessing the penalty to the office of administrative hearings 

established under AS 44.64. 

Sec. 47.05.260. Seizure and forfeiture of real or personal property in 

medical assistance fraud cases. (a) Upon written application by the attorney general 

establishing probable cause that a medical assistance provider has committed or is 

committing medical assistance fraud under AS 47.05.210, the court may authorize the 

seizure of real or personal property listed in (e) of this section to cover the cost of the 

alleged fraud . The application may be made ex parte if the attorney general establishes 

sufficient facts to show that notice to the owner of the property would lead to the 

waste or dissipation of assets subject to seizure. If the attorney general does not 

establish sufficient facts to show that notice to the owner would lead to the waste or 

dissipation of assets subject to seizure, the application for seizure must be served on 

the owners of the property. 

(b) Upon issuance of the court order authorizing seizure, the owners of the 

property may not take any action to dispose of the property through transfer of title or 

sale of the property without written permission from the court. However, an innocent 

purchaser may not be required to forfeit property purchased in good faith. The 
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purchaser bears the burden of proof to establish that the property was purchased 

innocently and in good fa ith. 

(c) If a medical assistance provider is convicted of medical assistance fraud 

under AS 47.05.2 10 after property is seized under this section, the cowt may order 

that the property be forfeited to the state and disposed of as directed by the court. If 

the property has been sold, the proceeds of the sale shall be transmitted to the proper 

state officer or employee fo r deposit into the general fund. The attorney general shall 

return to the owner of the property any property seized under this section that the court 

does not order to be forfe ited as soon as practicable after the court issues a final 

judgment in the medical assistance fraud proceeding under AS 47.05.2 10 and the 

medical assistance provider pays any fine or restitution ordered by the court. 

(d) An action for forfe iture under this section may be joined with a civil or 

criminal action brought by the state to recover damages resulting from alleged medical 

assistance fraud . 

(e) Property that may be seized under this chapter includes bank accounts, 

automobiles, boats, airplanes, stocks, bonds, the medical assistance provider's business 

inventory, and other real or personal property owned and used to conduct the medical 

assistance provider's business. 

Sec. 47.05.270. Medical assistance reform program. (a) The department 

shall adopt regulations to design and implement a program for reforming the state 

medical assistance program under AS 47 .07. The reform program must include 

( 1) referrals to community and social support services, including career 

and education training services available through the Department of Labor and 

Workforce Development under AS 23 .15, the University of Alaska, or other sources; 

(2) electronic distribution of an explanation of medical assistance 

benefits to recipients for health care services received under the program; 

(3) expanding the use of telemedicine for primary care, behavioral 

health, and urgent care; 

(4) enhancing fraud prevention, detection, and enforcement; 

(5) reducing the cost of behavioral health, senior, and disabilities 

services provided to recipients of medical assistance under the state's home and 
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community-based services waiver under AS 47.07.045; 

(6) pharmacy initiatives; 

(7) enhanced care management; 

(8) redesigning the payment process by implementing fee agreements 

that include 

(A) premium payments for centers of excellence; 

(B) penalties for hospital-acquired infections, readmissions, 

and outcome failures; 

(C) bundled payments for specific episodes of care; or 

(D) global payments for contracted payers, primary care 

managers, and case managers for a recipient or fo r care related to a specific 

diagnosis; 

(9) stakeholder involvement in setting annual targets for quality and 

cost-effectiveness; 

( 10) to the extent consistent with federal law, reducing travel costs by 

requiring a recipient to obtain medical services in the recipient's home community, to 

the extent appropriate services are available in the recipient's home community; 

( 11) guidelines fo r health care providers to develop health care 

delivery models that encourage wellness and disease prevention. 

(b) The department shall , in coordination with the Alaska Mental Health Trust 

Authority, efficiently manage a comprehensive and integrated behavioral health 

program that uses evidence-based, data-driven practices to achieve positive outcomes 

for people with mental health or substance abuse disorders and children with severe 

emotional disturbances. The goal of the program is to assist recipients of services 

under the program to recover by achieving the highest level of autonomy with the least 

dependence on state-funded services possible for each person. The program must 

include 

( 1) a plan for providing a continuum of community-based services to 

address housing, employment, criminal justice, and other relevant issues; 

(2) services from a wide array of providers and disciplines, including 

primary care providers; and 

CSSB 74(FIN) -20-
New Text Underlined [DELETED TEXT BRACKETED] 



L 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

WORK DRAFT WORK DRAFT 29-LS0692\V 

(3) efforts to reduce operational barriers that fragment services and 

reduce the effectiveness and efficiency of the program. 

(c) The department shall identify the areas of the state where improvements in 

access to telemedicine would be most effective in reducing the costs of medical 

assistance and improving access to health care services for medical assistance 

recipients. The department shall make efforts to improve access to telemedicine for 

recipients in those locations. The department may enter into agreements with Indian 

Health Service providers, if necessary, to improve access by medical assistance 

recipients to telemedicine facilities and equipment. 

( d) On or before October 15 of each year, the department shall prepare a 

report and submit the report to the senate secretary and the chief clerk of the house of 

representatives and notify the legislature that the report is avai lable. The report must 

include 

( 1) realized cost savings related to reform efforts under this section; 

(2) realized cost savings related to medical assistance reform efforts 

undertaken by the department other than the reform efforts described in this Act; 

(3) a statement of whether the department has met annual targets for 

quality and cost-effectiveness; 

(4) recommendations for legislative or budgetary changes related to 

medical assistance reforms during the next fiscal year; 

(5) changes in federal laws that the department expects will result in a 

cost or savings to the state of more than $1 ,000,000; 

(6) a description of any medical assistance grants, options, or waivers 

the department applied for in the previous fiscal year; 

(7) the results of demonstration projects the department has 

implemented; 

(8) legal and technological barriers to the expanded use of 

telemedicine, improvements in the use of telemedicine in the state, and 

recommendations for changes or investments that would allow cost-effective 

expansion of telemedicine; 

(9) the percentage decrease in costs of travel for medical assistance 

-21- CSSB 74(FIN) 
New Text Underlined [DELETED TEXT BRACKETED] 



L 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

WORK DRAFT WORK DRAFT 29-LS0692\ V 

recipients compared to the previous fi scal year; 

( 10) the percentage decrease in the number of medical assistance 

recipients identified as frequent users of emergency departments compared to the 

previous fiscal year; 

( 11) the percentage increase or decrease in the number of hospital 

readmissions within 30 days after a hospital stay for medical assistance recipients 

compared to the previous fiscal year; 

( 12) the percentage increase or decrease in average state general fund 

spending for each medical assistance recipient compared to the previous fiscal year; 

( 13) the percentage increase or decrease in uncompensated care costs 

incurred by medical assistance providers compared to the percentage change in private 

health insurance premiums for individual and small group health insurance; 

(14) the cost, in state and federal funds, for providing optional services 

under AS 47.07.030(b). 

(e) In this section, "telemedicine" means the practice of health care delivery, 

evaluation, diagnosis, consultation, or treatment, using the transfer of medical data 

through audio, visual, or data communications that are performed over two or more 

locations between providers who are physically separated from the recipient or from 

each other. 

* Sec. 18. AS 47.07.030(d) is amended to read: 

( d) The department shall [MAY] establish as optional services a primary care 

case management system or a managed care organization contract in which certain 

eligible individuals are required to enroll and seek approval from a case manager or 

the managed care organization before receiving certain services. The purpose of a 

primary care case management system or managed care organization contract is 

to increase the use of primary and preventive care by medical assistance 

recipients, while decreasing the use of specialty care and hospital emergency 

department services. The department shall 

ill establish enrollment criteria and determine eligibility for services 

consistent with federal and state law; the department shall require recipients with 

multiple hospitalizations to enroll in a primary care case management system or 
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with a managed care organization under this subsection; 

(2) define the coordinated care services and provider types eligible 

to participate as primary care providers; 

(3) create a performance and quality reporting system; and 

( 4) integrate the coordinated care demonstration projects 

described under AS 47.07.039 and the demonstration projects described under 

AS 47.07.036(e) with the primary care case management system or managed care 

organization contract established under this subsection. 

* Sec. 19. AS 47.07.036 is amended by adding new subsections to read: 

(d) Notwithstanding (a) - (c) of this section, the department may 

(1) apply for a section 1915(i) option under 42 U.S.C. 1396n to 

improve services and care through home and community-based services to obtain a 50 

percent federal match; 

(2) apply for a section 1915(k) option under 42 U.S.C. 1396n to 

provide home and community-based services and support to increase the federal match 

for these programs from 50 percent to 56 percent; 

(3) apply for a section 1945 option under 42 U.S.C. 1396w-4 to 

provide coordinated care through health homes for individuals with chronic conditions 

and to increase federal match for the services to 90 percent for the first eight quarters 

the required state plan amendment is in effect; 

(4) evaluate and seek permission from the United States Department of 

Health and Human Services Centers for Medicare and Medicaid Services to participate 

in various demonstration projects, including payment reform, care management 

programs, workforce development and innovation, and innovative services delivery 

models; and 

(5) provide incentives for telemedicine, including increasing the 

capability for and reimbursement of telemedicine for recipients. 

(e) Notwithstanding (a) - (c) of this section, and in addition to the projects and 

services described under (d) of this section, the department shall apply for a section 

1115 waiver under 42 U.S.C. 1315(a) to establish one or more demonstration projects 

focused on innovative payment models for one or more groups of medical assistance 

-23- CSSB 74(FIN) 
New Text Underlined [DELETED TEXT BRACKETED] 



L 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

WORK DRAFT WORK DRAFT 29-LS0692\V 

recipients m one or more specific geographic areas. The demonstration project or 

projects may include 

(1) managed care organizations as described under 42 U.S.C. 1396u-2; 

(2) community care organizations; 

(3) patient-centered medical homes as described under 42 U.S.C. 256a­

l ; or 

(4) other innovative payment models that ensure access to health care 

without reducing the quality of care. 

(f) In this section, "telemedicine" means the practice of health care delivery, 

evaluation, diagnosis, consultation, or treatment, using the transfer of medical data 

through audio, visual, or data communications that are performed over two or more 

locations between providers who are physically separated from the recipient or from 

each other. 

* Sec. 20. AS 47.07 is amended by adding new sections to read : 

Sec. 47.07.038. Collaborative, hospital-based project to reduce use of 

emergency department services. ( a) On or before December 1, 2016, the department 

shall collaborate with a statewide professional hospital association to establish a 

hospital-based project to reduce the use of emergency department services by medical 

assistance recipients. The statewide professional hospital association shall operate the 

project. The project may include shared savings for participating hospitals. The project 

must include 

( 1) a process for defining and identifying frequent users of emergency 

department services; 

(2) to the extent consistent with federal law, 

(A) a system for electronic exchange of patient information 

among emergency departments; 

(B) a process to disseminate lists of frequent users to hospital 

personnel to ensure that frequent users can be identified through the electronic 

information exchange system; 

(3) a procedure for educating patients about the use of emergency 

departments and appropriate alternative services and facilities for nonurgent care; 
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( 4) a process for assisting frequent users of emergency department 

services with plans of care and for assisting patients in making appointments with 

primary care providers within 96 hours after an emergency department visit; 

(5) strict guidelines for prescribing narcotics; 

(6) a prescription drug monitoring program; and 

(7) designation of medical personnel to review feedback reports 

regarding emergency department use. 

(b) The department shall adopt regulations necessary to implement this 

section, request technical assistance from the United States Department of Health and 

Human Services, and apply to the United States Department of Health and Human 

Services for waivers or amendments to the state plan as necessary to implement the 

projects under this section. 

Sec. 47.07.039. Coordinated care demonstration projects. (a) The 

department shall contract with one or more third parties to implement one or more 

coordinated care demonstration projects for recipients of medical assistance identified 

by the department. The purpose of a demonstration project under this section is to 

assess the efficacy of a proposed health care delivery model with respect to cost for, 

access to, and quality of care for medical assistance recipients. The department may 

contract for separate demonstration projects to coordinate care for different groups of 

medical assistance recipients to achieve more effective care for recipients at greater 

cost savings for the medical assistance program. The department shall request 

proposals for projects under this section on or before December 31 , 2016, and may use 

an innovative procurement process as described under AS 36.30.308. A proposal for a 

demonstration project under this section must be submitted to the committee 

established under (b) of this section and must include one or more of the following 

elements: 

(1) comprehensive primary-care-based management for medical 

assistance services, including behavioral health services; 

(2) care coordination, including the assignment of a pnmary care 

provider located in the local geographic area of the recipient, to the extent practical; 

(3) health promotion; 
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(4) comprehensive transitional care and fo llow-up care after inpatient 

treatment; 

(5) referral to community and social support services, including career 

and education training services avai lable through the Department of Labor and 

Workforce Development under AS 23.15 , the University of Alaska, or other sources; 

(6) sustainability and the ability to achieve simi lar results in other 

regions of the state; 

(7) integration and coordination of benefits and services; 

(8) local accountability fo r health and resource allocation. 

(b) A project review committee is established in the department for the purpose 

of reviewing proposals for demonstration projects under this section. The project 

review committee consists of 

( 1) the commissioner of the department, or the commissioner's 

designee; 

(2) the director of the division of insurance, Department of Commerce, 

Community, and Economic Development, or the director's designee; 

(3) the chief executive officer of the Alaska Mental Health Trust 

Authority, or the chief executive officer's designee; 

(4) three representatives of stakeholder groups, appointed by the 

governor; 

(5) a nonvoting member who is a member of the senate, appointed by 

the president of the senate; and 

(6) a nonvoting member who is a member of the house of 

representatives, appointed by the speaker of the house ofrepresentatives. 

(c) The department may contract with a managed care organization, primary 

care case manager, accountable care organization, prepaid ambulatory health plan, or 

provider-led entity to implement a demonstration project under this section. A 

contract shall provide for a fee based on a per capita expense that is fair and 

economical. The fee structure may include global payments, bundled payments, 

shared savings and risk, or other payment structures. 

( d) A proposal for a demonstration project under this section must include, in 
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addition to the elements required under (a) of this section, information demonstrating 

how the project wi ll implement additional cost-saving measures including innovations 

to reduce the cost of care for medical assistance recipients through the expanded use 

of telemedicine for primary care, urgent care, and behavioral health services. The 

department shall identify legal or cost barriers preventing the expanded use of 

telemedicine and shall recommend remedies for identified barriers. 

(e) The department shall contract with a third-party actuary to review 

demonstration projects established under this section. The actuary shall review each 

demonstration project after one year of implementation and make recommendations 

fo r the implementation of a similar project on a statewide basis. The actuary shal l 

evaluate each proj ect based on cost savings fo r the medical assistance program, health 

outcomes for participants in the project, and the ability to achieve similar results on a 

statewide basis. On or before December 31 of each year sta1iing in 2018, the actuary 

shall submit a final report to the department regarding any demonstration project that 

has been in operation for at least one year. 

(f) The department shall prepare a plan regarding regional or statewide 

implementation of a coordinated care project based on the results of the demonstration 

projects under this section. On or before June 30, 2019, the department shall submit 

the plan to the senate secretary and the chief clerk of the house of representatives and 

noti fy the legislature that the plan is available. On or before June 30 of each year 

thereafter, the department shall submit a report regarding any changes or 

recommendations regarding the plan developed under this subsection to the senate 

secretary and the chief clerk of the house of representatives and notify the legislature 

that the report is available. 

(g) In this section, "telemedicine" has the meaning given in AS 47.05 .270(e). 

* Sec. 21. AS 47.07 is amended by adding a new section to read: 

Sec. 47.07.076. Report to legislature. (a) The department and the attorney 

general shall annually prepare a report relating to the medical assistance program 

under AS 47.07. The report must identify 

(1) the amount and source of funds used to prevent or prosecute fraud, 

abuse, payment errors, and errors in eligibility determinations for the previous fiscal 
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year; 

(2) actions taken to address fraud, abuse, payment errors, and errors in 

eligibility determinations during the previous fiscal year; 

(3) specific examples of fraud or abuse that were prevented or 

prosecuted; 

( 4) identification of vulnerabi lities in the medical assistance program, 

including any vulnerabi lities identified by independent auditors with whom the 

department contracts under AS 47.05.200; 

(5) initiatives the department has taken to prevent fraud or abuse; 

(6) recommendations to increase effectiveness in preventing and 

prosecuting fraud and abuse; 

(7) the return to the state for every dollar expended by the department 

and the attorney general to prevent and prosecute fraud and abuse; 

(8) estimated payment error rate measurement for the medical 

assistance program; 

(9) results from the Medicaid Eligibility Quality Control program. 

(b) On or before October 15 of each year, the department shall submit the 

report required under this section to the senate secretary and the chief clerk of the 

house of representatives and notify the legislature that the report is available. 

* Sec. 22. AS 47.07.900(4) is amended to read: 

( 4) "clinic services" means services provided by state-approved 

outpatient [COMMUNITY] mental health clinics [THAT RECEIVE GRANTS 

UNDER AS 47.30.520 - 47.30.620], state-operated community mental health clinics, 

outpatient surgical care centers, and physician clinics; 

* Sec. 23. AS 47.07.900(17) is amended to read: 

(17) "rehabilitative services" means services for substance abusers and 

emotionally disturbed or chronically mentally ill adults provided by 
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1 SERVICES UNDER AS 47.30.520 - 47.3 0.620] ; 

2 * Sec. 24. The uncodified law of the State of Alaska is amended by adding a new section to 

3 read: 

4 INDIRECT COURT RULE AMENDMENTS. (a) AS 09.58.020, added by sec. 3 of 

5 this Act, has the effect of amending the following court rules in the manner specified: 

6 (1) Rules 4, 5, 7, and 12, Alaska Rules of Civi l Procedure, by requiring that a 

7 complaint under AS 09.58 be fi led in camera and under seal and may not be served on the 

8 defendant unti l unsealed and that a copy of the complaint be served on the attorney general; 

9 (2) Rules 41 and 77, Alaska Rules of Civi l Procedure, by authorizing the 

l O attorney general to move for dismissal of a complaint fi led by another person under 

11 AS 09.58.020, added by sec. 3 of this Act, and requiring court approval for dismissal of the 

12 action. 

13 (b) AS 09.58.025, added by sec. 3 of this Act, has the effect of amending Rule 27, 

14 Alaska Rules of Civil Procedure, by authorizing the attorney general to issue subpoenas as 

15 part of an investigation under AS 09.58.025. 

16 (c) AS 09.58.030, added by sec. 3 of this Act, has the effect of amending the 

17 following court rules in the manner specified: 

18 (1) Rule 24, Alaska Rules of Civi l Procedure, by authorizing the attorney 

19 general to intervene in a civil action filed by another person under AS 09 .58.020 and limiting 

20 the participation of a party to the li tigation; 

2 1 (2) Rules 26 and 27, Alaska Rules of Civil Procedure, by authorizing the 

22 attorney general to request that the court issue a stay of discovery for a 90-day period, or 

23 longer upon a showing by the attorney general. 

24 (d) AS 09.58.040, added by sec. 3 of this Act, has the effect of amending Rules 79 

25 and 82, Alaska Rules of Civil Procedure, by giving a person who brings an action under 

26 AS 09.58.020 the right to reasonable attorney fees and costs in an action prosecuted by the 

27 attorney general. 

28 (e) AS 47.05 .260, added by sec. 17 of this Act, has the effect of amending Rule 89, 

29 Alaska Rules of Civil Procedure, and Rule 37, Alaska Rules of Criminal Procedure, by 

30 authorizing the attorney general to apply to the court for authorization to seize property in 

31 conjunction with an action filed under AS 47.05.210. 
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1 * Sec. 25. The uncodified law of the State of Alaska is amended by adding a new section to 

2 read : 

3 IMPLEMENT FEDERAL POLICY ON TRIBAL MEDICAID REIMBURSEMENT. 

4 (a) The Department of Health and Social Services shall collaborate with Alaska tribal health 

5 organizations and the United States Department of Health and Human Services to fully 

6 implement changes in federal policy that authorize 100 percent federal funding for services 

7 provided to American Indian and Alaska Native individuals eligible for Medicaid. 

8 (b) Within 30 days after the date the Centers for Medicare and Medicaid Services 

9 adopts a final rule updating its policy regarding the circumstances in which 100 percent 

10 federal funding is avai lable for medical assistance services received through the United States 

11 Indian Health Service or tribal health facilit ies, the Department of Health and Social Services 

12 shall notify the co-chairs of the senate finance committee of the Alaska State Legislature and 

13 submit a report to the co-chairs of the senate finance committee that includes an estimate of 

14 the savings to the state resulting from the rule change. Within six months after the date the 

15 Centers for Medicare and Medicaid Services adopts the final rule, the Department of Health 

16 and Social Services shall fully implement the rule in the state. 

17 (c) In this section, "Alaska tribal health organization" means an organization 

18 recognized by the United States Indian Health Service to provide health-related services. 

19 * Sec. 26. The uncodified law of the State of Alaska is amended by adding a new section to 

20 read: 

21 HEALTH INFORMATION INFRASTRUCTURE PLAN. (a) The Department of 

22 Health and Social Services shall develop a health information infrastructure plan to strengthen 

23 the health information infrastructure, including health data analytics capability. The purpose 

24 of the health information infrastructure plan is to transform the health care system in the state 

25 by providing 

26 ( 1) data required by health care providers for care coordination and quality 

27 improvement; and 

28 (2) the information support required by the Department of Health and Social 

29 Services and health care providers to enable development and implementation of the other 

30 provisions of this Act. 

31 (b) To the greatest extent practicable, the health information infrastructure plan will 
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1 leverage existing resources, including the health information exchange, and will identify 

2 opportunities for integrating and streamlining health data systems administered by the state. 

3 * Sec. 27. The uncodified law of the State of Alaska is amended by adding a new section to 

4 read: 

5 DEPARTMENT OF HEALTH AND SOCIAL SERVICES FEASIBILITY STUDY. 

6 (a) The Department of Health and Social Services shall procure a study analyzing the 

7 feasibility of privatizing services delivered at Alaska Pioneers' Homes and select facilities of 

8 the division of juvenile justice. The Department of Health and Social Services shall deliver a 

9 report summarizing the conclusions of the Department of Health and Social Services to the 

10 senate secretary and the chief clerk of the house of representatives and notify the legislature 

11 that the report is available within 10 days after the convening of the First Regular Session of 

12 the Thirtieth Alaska State Legislature. 

13 (b) The Alaska Mental Health Trust Authority shall procure a study analyzing the 

14 feasibility of privatizing services delivered at the Alaska Psychiatric Institute. The Alaska 

15 Mental Health Trust Authority shall deliver a report summarizing the conclusions of the 

16 Alaska Mental Health Trust Authority to the senate secretary and the chief clerk of the house 

17 ofrepresentatives and notify the legislature that the report is available within 10 days after the 

18 convening of the First Regular Session of the Thittieth Alaska State Legislature. 

19 (c) The Legislative Budget and Audit Committee shall procure a study to be 

20 completed on or before June 30, 2017, on the feasibility of creating a health care authority 

21 that manages a single community-related risk pool for all state employees, retired state 

22 employees, retired teachers, medical assistance recipients, and school district employees. 

23 (d) In this section, "school district" has the meaning given in AS 14.30.350. 

24 * Sec. 28. The uncodified law of the State of Alaska is amended by adding a new section to 

25 read: 

26 MEDICAID STATE PLAN; WAIVERS; INSTRUCTIONS; NOTICE TO REVISOR 

27 OF STATUTES. The Department of Health and Social Services shall amend and submit for 

28 federal approval a state plan for medical assistance coverage consistent with this Act. The 

29 Department of Health and Social Services shall apply to the United States Department of 

30 Health and Human Services for any waivers necessary to implement this Act. The 

31 commissioner of health and social services shall certify to the reviser of statutes if the 
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l provisions of AS 47.05.270(a)(S), (8), and (10), added by sec. 17 of this Act, and the 

2 provisions of AS 47.07.038, added by sec. 20 of this Act, are approved by the United States 

3 Department of Health and Human Services. 

4 * Sec. 29. The uncodified law of the State of Alaska is amended by adding a new section to 

5 read: 

6 TRANSITION: REGULATIONS. (a) The Department of Health and Social Services 

7 may adopt regulations necessary to implement the changes made by this Act. The regulations 

8 take effect under AS 44.62 (Administrative Procedure Act), but not before the effective date 

9 of the relevant provision of this Act implemented by the regulation. 

10 (b) The Board of Pharmacy may adopt regulations necessary to implement the 

11 changes made by secs. 4 - 9 of this Act. The regulations take effect under AS 44.62 

12 (Administrative Procedure Act), but not before the effective date of the relevant provision of 

13 secs. 4 - 9 of this Act implemented by the regulation. 

14 * Sec. 30. The uncodified law of the State of Alaska is amended by adding a new section to 

15 read: 

16 CONDITIONAL EFFECT. (a) AS 47.05.270(a)(5), enacted by sec. 17 of this Act, 

17 takes effect only if the commissioner of health and social services certifies to the revisor of 

18 statutes under sec. 28 of this Act, on or before October 1, 2017, that all of the provisions 

19 added by AS 47.05.270(a)(S) have been approved by the United States Department of Health 

20 and Human Services. 

21 (b) AS 47.05 .270(a)(8) , enacted by sec. 17 of this Act, takes effect only if the 

22 commissioner of health and social services certifies to the reviser of statutes under sec. 28 of 

23 this Act, on or before October 1, 2017, that all of the provisions added by AS 47.05.270(a)(8) 

24 have been approved by the United States Department of Health and Human Services. 

25 (c) AS 47.05.270(a)(10), enacted by sec. 17 of this Act, takes effect only if the 

26 commissioner of health and social services certifies to the reviser of statutes under sec. 28 of 

27 this Act, on or before October 1, 2017, that all of the provisions added by 

28 AS 47.05.270(a)(l 0) have been approved by the United States Department of Health and 

29 Human Services. 

30 (d) AS 47.07.038, enacted by sec. 20 of this Act, takes effect only if the commissioner 

31 of health and social services certifies to the revisor of statutes under sec. 32 of this Act, on or 

CSSB 74(FIN) -32-
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1 before October 1, 2017, that all of the provisions added by AS 47.07.038 have been approved 

2 by the United States Department of Health and Human Services. 

3 (e) AS 09.58, added by sec. 3 of this Act, ta.Ices effect only if sec. 24 of this Act 

4 receives the two-thirds majority vote of each house required by art. IV, sec. 15, Constitution 

5 of the State of Alaska. 

6 * Sec. 31. If AS 47.05.270(a)(5), enacted by sec. 17 of this Act, ta.Ices effect, it ta.Ices effect 

7 on the day after the date the commissioner of health and social services makes a certification 

8 to the reviser of statutes under secs. 28 and 30(a) of this Act. 

9 * Sec. 32. If AS 47.05.270(a)(8), enacted by sec. 17 of this Act, takes effect, it ta.Ices effect 

IO on the day after the date the commissioner of health and social services ma.Ices a certification 

11 to the revisor of statutes under secs. 28 and 30(b) of this Act. 

12 * Sec. 33. If AS 47.05.270(a)(l0), enacted by sec. 17 of this Act, takes effect, it takes effect 

13 on the day after the date the commissioner of health and social services ma.Ices a certification 

14 to the revisor of statutes under secs. 28 and 3 0( c) of this Act. 

15 * Sec. 34. If AS 47.07 .038, enacted by sec. 20 of this Act, takes effect, it ta.Ices effect on the 

16 day after the date the commissioner of health and social services ma.Ices a certification to the 

17 revisor of statutes under secs. 28 and 30(d) of this Act. 

18 * Sec. 35. Sections 27, 28, 29(a), and 30 of this Act take effect immediately under 

19 AS01.10.070(c). 

20 * Sec. 36. Sections 4 - 9 of this Act take effect January 1, 2017. 

21 * Sec. 37. Section 29(b) of this Act ta.Ices effect July 1, 2016. 
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Section 1 (page 2) Pre,·,(Ji1,h l '.',· .~R - ,1/ I \ ; Sect1 ,111 2 

AS 09.10.075. Actions related to claims based on meclical assistance payment fraud. 
Adopts a new section which establishes time limits in which a person may or may not 
bring an action under new sections AS 09.58.010-09.58.950, the Alaska Medicaid False 
Claims Act, and a statute of limitations. An action may be brought within six years of 
when the act or omission was committed, or three years after the date when the act or 
omission was known or reasonably should have been known by the attom ey general and 
department, but no action may be brought for a violation more than ten years after the 
date of violation. 

Section 2 (page 2) Pre l'iot1.\ ~J· ( ',\'SB 78(F!X; Set1io11 J 
AS 09.10.120(a). 
Amends to include reference to new subsection AS 09.10.075, creating an exception for 
Medicaid fraud action time limits. 

Section 3 (page 1-10) Pre ,·iously C.\' SB :'S(F/,\'J Sec1ion ./ 

Chapter 58. Alaska Medical Assistance False Claim and Reporting Act 
Establishes the Ala ka Medicaid False Claims Act. This language is to comply with 
Office of Inspector General guidelines for false claims act certification. This allows the 
state to increase its match on recoveries by five percent for a (45/55 split in favor of the 
state). 

AS 09.58.010. False claims for medical assistance; civil penalty. 
Tllis is a general provision which identifies the five types of claims that would give rise 
to a false claim under this section (for full list see page 2 line 26 - page 3, lines 11) . The 
penalties for false claims would be civil penalties not less than $5500 and not more than 
$11 ,000, three times the amount of actual damages, reasonable attorneys' fees and costs 
as provided in court rules, possible reduction in penalties, and establishes corporate 
liability for false claims. 

AS 09.58.015. Attorney General invitation; civil action. 
Authorizes the attorney general to investigate claims brought under this statute and to 
work collaboratively with DHSS on such matters. 



AS 09.58.020. Private plaintiff; civil action. 
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Provides that a private citizen (relator) can bring a Medicaid False Claims Act case. If a 
relator brings an action, they must serve the attorney general 's office and disclose the 
evidence upon which the complaint is filed. The relator 's action is filed under seal for at 
least sixty days to allow the attorney general's office to investigate the claim. The 
attorney general can get an extension of time if the sixty days is not sufficient. After 
investigation, the attorney general must do one of the following: 

(1) Intervene in the matter and take control of the action; 
(2) Notify the court that it will not be intervening, but allow the relator to proceed; 
or 
(3) Dismiss the action if the evidence does not support a false claim. 

AS 09.58.025. Subpoenas. 
Gives the attorney general the authority to issue subpoenas to assist in its investigation of 
a false claim. 

AS 08.58.030. Rights in fraudulent claims actions. 
This outlines the relative role of the parties in the event that the attorney general 
intervenes in a case (exclusive authority over the case/action), including moving to 
dismiss the case at any time or settling with the provider despite the objection of the 
relator. If the attorney general defers to the relator, the attorney general can ask to be 
served on all pleadings and intervene at any time. Further, the attorney general can ask 
that discovery in the case be stayed during the pendency of the criminal investigation. 

AS 09.58.040. Award to false or fraudulent claim plaintiff. 
Outlines how the relator will be compensated in a filed claim act. 

(1) If the attorney general intervenes, the relator will be awarded 15% to 25% of 
the total award; 
(2) If the attorney general defers and al lows the case to go forward, the re lator 
receives 25% to 30% of the total award; and, 
(3) Authorizes the court to limit or reduce the award if the evidence takes into 
account the role of the relater in bringing the case and the overall scheme. 

AS 08.58.050. Certain actions barred. 
Provides a list of situations that do not constitute a false claim, such as a claim that is 
currently subject to a criminal or civil action by the State. (For full list page 8, line 14-
28). 

AS 09.58.060. State not liable for attorneys' fees and other expenses. 
Provides that the State is not responsible for the costs and fees of a relator in bringing an 
action. 

AS 08.58.070. Employee protection for retaliation. 
Provides whistleblower protection for employees who report false claims to the State. 

AS 09.58.080. Regulations. 
Provides authority for the attorney general to adopt regulations to implement this new 
cause of action. 



AS 09.58.090. Special provision. 
Requests a minimum threshold damage amount of $5500. 

AS 09.58.100. Definitions 

AS 09.58.110. Short title. 
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Section 4 (page 10-11) .\<'11 · .'<l·l·,i,111 

AS 17 .30.200(b) 
Amends to require the collection of dispensing data and to update the Prescription 
Database Monitoring Program (POMP) on a weekly basis. 

Section 5 (page 11-13) ,V<.!w ,\ec1io11 
AS 17.30.200(d) 
(3) Amends to authorize a licensed practitioner to delegate database access to supervised 
employees or clinical staff; 
( 4) Amends to authorize a registered pharmacists to delegate database access to 
supervised employees or clinical staff; 
(7) Adds a new section to authorize POMP database access to the State of Alaska 
Medicaid Pharmacy Program; 
(8) Adds a new section to authorize POMP database access to the State of Alaska 
Medicaid Drug Utilization Review Committee; 
(9) Adds a new section to authorize POMP database access to the State of Alaska 
Medical Examiner; 
(10) Adds a new section to authorize de-identified PDMP data access to the State of 
Alaska Department of Health and Social Services Division of Public Health. The 
Division of Public Health would not need access to identifiable data to fulfill public 
health objectives regarding controlled substances including prescription opiates. 

Section 6 (page 13) Sew ,\'el'lio11 
AS 17.30.200(e) 
Amends to require all prescribers and all pharmacists to register with the Alaska PDMP. 
Failure to register is grounds for the board to take disciplinary action against the license 
or registration of the pharmacy or pharmacist. 

Section 7 (page 13) Yell Section 
AS 17.30.200(h) 
Amends to require prescribers and pharmacists to review the POMP database when 
prescribing or dispensing a controlled substance to a patient. Immunity for using the 
POMP remains even with the change from optional to mandatory. 
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Section 8 (page 13-14) .\'ew Section 
AS 17.30.200(k) 
Amends to adopt regulations to: 
(3) Set a procedure and time frame for registration; 
(4) Require prescribers and pharmacists to review the PDMP database when prescribing 
or dispensing a controlled substance to a patient. 

Section 9 (page 14) 
AS 17.30.200 
Adding new subsections to 
(o) Require prescribers and pharmacists to review the PDMP database when prescribing 
or dispensing a control led substance to a patient. 
(p) Require notification to boards when a practi tioner registers with the database. 
( q) Authorize the Board of Pharmacy to forward unsolicited notifications to prescribers 
and dispensers of database information about patients who may be obtaining contro lled 
substances inconsistent with generally recognized standards of care. 
(r) Collect dispensing data and updating the PDMP database weekly. 

Section 10 (page 14) l'reFio11sly CS SJJ 78(/.'l.\"J Section 5 
AS 37.05.146(c) 
Amends to include a new paragraph (88) adding monetary recoveries from the Alaska 
Medicaid False Claims Act to the program and non-general fund program receipts 
definitions. 

Section 11 (page 14) l 'reviou.\(i ( '.',' .\'B 7'8(F/\j .\t'Ction 6 
AS 40.25.120(a) 
Amends to include a new paragraph (15) a conforming amendment to include new 
AS.09.58.010 to existing public records statutes. 

Section 12 (page 14-15) 
AS 47.05.015 

!'revious(v CS .\'B '."" ../rST-1) Section I 

Amends by adding a new subsection to allow the Department of Health and Social 
Services (DHSS) to enter into a contract through the competitive bidding process under 
the State Procurement Code for durable medical equipment or specific medical services 
provided in the Medicaid program. 

Section 13 (page 15-16) l'reviously C.\' .\'R 74(,\'T-I) Section:: rAmcllded) 
AS 47.05.105 Enhanced computerized eligibility verification system. 
Amends by adding a new subsection requiring the department to establish a computerized 
enhanced eligibility verification system to verify eligibility and to deter waste and fraud. 
It also requires DHSS enter into a competitively bid contract with a third-party vendor for 
the eligibility verification system. The annual savings must exceed the cost of 
implementing the system. 
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Section 14 (page 16) Prel'io11.1~1: C ·.\ SH -.v.rFl\'J SC'Ctio11 8 
AS 47.05.200(a) 
Amends Medicaid Audits statute, changes the number of program audits to no less than 
fifty per year and adding that the state shall attempt to minimize concurrent state or 
federal audits. 

Section 15 (page 16-1 7) l'rci'ium l_i ('.\'Sn -,\',J{\'1 .\l'tllon 'J 1:ImrnJcd1 

AS 47.05.200(b) 
Amends so that the Department may assess interest and penalties on overpayments, 
identified in audits conducted under this section, by calculating interest using existing 
statutory rates from the date of the final agency decision. 

Section 16 (page 17) /'rl'l'io11.1/y ( '.\' ,\'/J -,\',Fl.\'J Section /0 r. /111l·11tbl; 

AS 47.05.235. Duty to identify and repay self-identified overpayments. 
Amends by adding a new section which requires all enrolled Medicaid providers to 
conduct one annual review or audit of all claims, and if overpayments are identified, to 
report those findings to the department within ten business days, and to establish a 
repayment agreement with the state. 

Section 17 (page 17-22) 
AS 47.05.250. Civil penalties. J>ri: viousfv CS SB ~8(FI:\ ) Sec1ion 11 r.,tmendl.!d) 
Authorizes the department to develop regulations to impose civil fines and sets limits on 
the amount of the fines. 

AS 47.05.260. Seizure and forfeiture of real or personal property in medical 
assistance fraud cases. 
Authorizes the department, after application to the court and a finding of probable cause, 
to seize certain real or personal property of a medical assistance provider who has 
committed or is committing medical assistance fraud, to offset the cost of the alleged 
fraud . The court may authorize seizure of real or personal property to cover the cost of 
the alleged fraud. 

This section provides a list of possible real or personal properties, including bank 
accounts, automobiles, boats, airplanes, stocks and bonds, and inventory. 

This section, upon issuance of the court order of seizure, prohibits the owners of property 
from disposing of the property, with a provision of good faith in the event property is 
sold without written permission of the court. This section further authorizes the forfeiture 
of any seized property if the Medicaid provider is eventually convicted of medical 
assistance fraud . This section provides instructions to the state to sell or return properties, 
and depositing funds from disposal of seized properties. 

This section also allows for the action of forfeiture to be joined with another civil or 
criminal action for damages resulting from alleged medical assistance fraud . 



DRAFT Sectional Analysis for CS SB 74 (FIN) 
29-LS0692\V 

Page 6 

AS 47.05.270. Medical assistance reform program. f'revinuslv ( ·s SH :-'-! (.\"/A; S,:cti,m .f 

Under (a), the reform program must include 11 items: 
1) Referrals to community and social support services, including career and 

education training services available through the Department of Labor & 
Workforce Development, the University of Alaska, or other sources 

2) Electronic distribution of benefits (EOBs) to recipients 
3) Expanding the use of telemedicine for primary care, behavioral health and urgent 

care 
4) Enhancing fraud prevention, detection, and enforcement 
5) Reducing the cost of behavioral health, senior, and disabilities services provided 

of Medicaid under the state's home and community-based services waivers 
6) Pharmacy initiatives 
7) Enhanced care management 
8) Redesigning the payment process by implementing fee agreements that include: 

premium payments for centers of excellence, penalties for hospital-acquired 
infections, readmission, and outcome fai lures, bundled payments, or global 
payments. 

9) Stakeholder involvement in setting annual targets for quality and cost­
effectiveness 

10) Reducing travel by requiring a recipient to obtain care in their home community 
to the extent appropriate services are available. 

11) Establish guidelines for health care providers to develop health care delivery 
models that encourage wellness and disease prevention. 

New Subsection (b): Requires the department to efficiently manage a comprehensive and 
integrated behavioral health system that uses evidence based practices that are data driven 
with measureable outcomes. The department and the Alaska Mental Health Trust 
Authority must provide a plan for a continuum of community based services that includes 
house, employment and criminal justice issues. 
Subsection (c) : Has the department identify the areas of the state where improvements in 
access to telemedicine would be most effective in reducing the costs of Medicaid. 
Allows the department to enter into agreements with IHS providers if necessary to 
improve access to telemedicine facilities and equipment. 
Subsection (d): Requires the department to prepare and submit a report around reforms, 
savings and costs related to the Medicaid program on or before October 15 of each year. 
Subsection (e): Provides a definition for telemedicine. 

Section 18 (page 22-23) l'rcFio11sly ( ·s SH :,'i'(F/.VJ ,\'cction / 7 (:1111endecl) 
AS 47.07.030(d) 
Amends to require DHSS to implement the primary care case management system. The 
purpose of this new system is to increase Medicaid enrollees' use of primary and 
preventive care, while decreasing the use of specialty care and hospital emergency 
department services. 



Section 19 (page 23-24) 
AS 47.07.036 
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l'rcvio11.,fr C.\' \'/J ~8rFI\·; Sc.!clio11 I 2 ('/111endeJ) 

Amends by adding new subsections (d) - (f) to outline cost containment and reform 
measures DHSS may undertake, including seeking demonstration waivers related to 
innovative service delivery models, applying fo r other options under the Social Security 
Act to obtain or increase federal match, and improving telemedicine for Medicaid 
recipients. This section also requires DHSS to apply for an 1115 waiver fo r a 
demonstration project for one or more groups of Medicaid recipients in one or more 
geographic area. The demonstration project may include managed care organizations, 
community care organizations, patient-centered medical homes, or other innovative 
payment models. 

Section 20 (page 24-27) 
AS 47.07.038. Collaborative, hospital-based project to reduce use of emergency 
department services. Prniously CS ,\B 7 -l(STJJ .\ecrion 6 (/111ended1 
Requires the department to partner a statewide professional hospital organization to 
design and implement a demonstration project to reduce non-urgent use of emergency 
departments by Medicaid recipients . 

AS 47.07.039(a) .\'eu· .<.;ection 

Requires DHSS to solicit and contract with one or more third-party entities for 
coordinated care demonstration projects for individuals who qualify for Medicaid 
benefits on or before December 31 , 2016. DHSS may use an innovative procurement 
process as described under AS 36.30.308 . A proposal for considers must include one or 
more of the following: 

(I) Comprehensive primary-care-based management, including behavioral health 
services 

(2) Care coordination, including the assignment of a primary care provider located in 
the local geographk area of the recipient 

(3) Health promotion 
( 4) Comprehensive transitional care and follow-up care after inpatient treatment 
(5) Referral to community and social support services, including career and education 

training services 
(6) Sustainability and the ability to replicate in other regions of the state 
(7) Integration and coordination of benefits and services 
(8) Local accountability for health and resource allocation 

AS 47.07.039(b) 
Establishes a project review committee for proposals submitted under (a) of this section. 
The committee is comprised of: 

1) The DHSS commissioner or their designee 
2) The director of the Division oflnsurance, DCCED or their designee 
3) The CEO of the Alaska Mental Health Trust Authority or their designee 
4) Three representatives of stakeholder groups appointed by the Governor 
5) A Non-voting member of the Senate appointed by the Senate President 
6) A Non-voting member of the House of Representatives appointed by the Speaker 

of the House of Representatives 
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AS 47.07.039(c) 
Grants DHSS authority to contract with third-parties to implement the demonstration 
projects listed under (a) of this section that include managed care organizations, primary 
care case managers, accountable care organizations, prepaid an1bulatory health plan, or a 
provider-led entity. Requires a per capita fee and allows fo r value payment models. 

AS 47.07.039(d) 
Requires any project under (a) to include cost-saving measures including the expanded 
use of telemedicine for primary care, urgent care, and behavioral health services. 

AS 47.07.039(e) 
Requires DHSS to contract with a third-party actuary to review demonstration projects 
after one year of implementation and make recommendations for the implementation of a 
similar project on a statewide basis. One or before December 31, 2018, and each year 
thereafter, the actually shall submit a final report to the DHSS for any proj ect that has 
been in operation for at least one year. 

AS 47.07.039(f) 
Directs DHSS to prepare a plan regarding regional or statewide implementation of a 
coordinated care project based on the results of the demonstration projects under this 
section. Requires DHSS on or before June 30, 2019 to submit a report to the legislature 
on any changes or recommendations for wider regional or statewide implementation. 

AS 47.07.039(g) 
Refers to the definition of telemedicine in AS 47.05.270(e) 

Section 21 (page 27-28) Pre~·ious(v ( S ,C,,'R 7 -l(.'>T-11 \ 'ec.:tion 7 

AS 47.07.076 Report to legislature. 
Requires the department and the attorney general to annually prepare a report regarding 
fraud prevention, abuse, prosecution, and vulnerabilities in the Medicaid program. 

Section 22 (page 28) Pre1·iously ( 'S SB ;:8( Ff;\) Seel ion 1 J (A mended) 
47.07.900(4) 
Amends Medicaid Administration definitions, by removing the grantee status 
requirement for outpatient mental health clinics serving Medicaid patients. 

Section 23 (page 28-29) Pn·1•iowfv CS .','B ~H(Fl,\) Sec/ion 1-1 (.1mc:11ded1 
AS 47.07.900(17) 
Amends by removing the grantee/contractor status requirement from drug and alcohol 
treatment centers and outpatient mental health clinics. This change, and the one in the 
previous section, allows mental health and drug treatment service providers who do not 
receive grants from the department to become enrolled Medicaid providers and deliver 
services to Medicaid recipients. 
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Section 24 (page 29) l're1·i1111s~J' (',\'SB 7)<rFJ:\'J Section J 5 
Uncodified: Indirect Court Rule Amendments. 
Adds a new section to outline court rule amendments as a result of the enactment of 
section 3 and 17. 

Section 25 (page 30) /'re, ·io111/y < '.\' .\'/J -,,·rn\ ·J Sc<'lio11 /6 r l,nendn /j 
Uncodified: Implement Federal Policy on Tribal Medicaid Reimbursement. 
Requires DHSS to collaborate with Alaska Tribal health organizations and the U.S. 
DHHS to implement new federal policy regarding 100% federal funding for services 
provided to Medicaid-eligible American Indian and Alaska Native individuals within six 
months of the rule change being finalized. Requires DHSS to report to the co-chairs of 
Finance the estimated savings and calculations of savings to the state general fund within 
thirty days of the rule being finalized. 

Section 26 (page 30-31) J>revio/1.\ly ( 'S ,\'/J ;8(Fl,\j S<.'ction IS 
Uncodified: Health Information Infrastructure Plan. 
Requires DHSS to develop a plan to strengthen the health information infrastructure, 
including health data analytics capability, to support transformation of the health system 
in Alaska. 

Section 27 (page 31) J>revious~v ( ·.i..,· 5.'B -:'.f.(5,'T-1) Section 9 (.-1,neJl(/edJ 
Uncodified: Department of Health and Social Services Feasibility Study. 
(a) Requires the department to conduct a study analyzing the feasibility of privatizing the 
Alaska Pioneers ' Homes and select facilities of the division of juvenile justice. 
(b) Requires the Alaska Mental Health Trust Authority to conduct a study analyzing the 
feas ibility of privatizing the Alaska Psychiatric Institute. 
(c) Requires the Legislative Audit and Budget Committee to conduct a study analyzing 
the feasibility of creating a Health Care Authority that manages a single community­
related risk pool for all State of Alaska Employees, State of Alaska retirees, Teacher 
retirees, Medicaid Assistance recipients, and active school district employees. 

Section 28 (page 31-32) Previomly CS SB 74(.\'?A) Section JO 
Uncodified: Medicaid State Plan; Waivers; Instructions; Notice to Revisor of 
Statutes. 
Requires the department to amend the state Medicaid plan and apply for any waivers 
necessary to implement the projects and programs described in the bill. Requires the 
Commissioner of Health and Social Services to certify to the reviser of statutes federal 
approval of specified measures. 

Section 29 (page 32) Prl'1·iously CS SH ,..,-l(SJ>l) ,i:,;l'c.:Lion JI 
Uncodified: Transitions: Regulations. 
Allows the department to adopt regulations necessary to implement the changes made by 
the Act. The regulations may not take effect before the dates the relevant provision of the 
Act takes effect. 



Section 30 (page 32-33) 
Uncodified : Conditional effect. 
Conditional effects. 
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Prcviu1nh C ',\' \B -s ( Fl \ ·1 Sect ion .: J 
Provides that Section 4 is effective conditional on Section 15 receiving a two-thirds 
majority vote. The new sections of law creating the civil Medicaid false claims act do not 
take effect unless the indirect court rule change sections of the bill receive the necessary 
two-thirds vote. 

Section 31-37 (page 33) 
Effective Dates 
Provides for effective dates 

/'rl'VicJ/1\/_1 · ( ·.\ .\/J - /(.\/:/J ,\ '('C//111/ /] - / -
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Sectional Analysis- CS for Senate Bill 74 

"An Act relating to competitive bidding for medical assistance products and services; relating to 
verification of eligibility for public assistance programs administered by the Department of Health and 

Social Services; relating to eligibility for medical assistance; relating to a medical assistance reform 
program; relating to the duties of the Department of Health and Social Services; establishing medical 
assistance demonstration projects; relating to civil penalties for medical assistance fraud; relating to 
studies by the Department of Health and Social Services; relating to cost-containment measures for 

medical assistance; and providing for an effective date." 

Section 1: Allows the Department of Health and Social Services (DHSS) to enter into a contract 

through the competitive bidding process under the State Procurement Code for durable medical 

equipment or specific medical services provided in the Medicaid program. 

Section 2: Requires the department to establish a computerized eligibility verification system to 

verify eligibility and to deter waste and fraud. It also requires DHSS enter into a competitively 

bid contract with a third-party vendor for the eligibility verification system. 

Section 3: Adds new sections establishing civil penalties for false claims for medical assistance 

and authorizing the Department of Health and Social Services (the department) to assess civil 

penalties against medical assistance providers. 

Section 4: Requires DHSS to design, adopt, and implement a medical assistance (Medicaid) 

reform program. Requires the department to prepare and submit a report about reforms, savings, 

and costs related to the Medicaid program. Provides for a definition of "telemedicine." 

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

program on or after March 23, 2010. 

Sena ror. Pete. K<.•.lly@:1klcg.gov 
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Section 6: Requires the department to design and implement a demonstration project to reduce 
nonurgent use of emergency departments by Medicaid recipients. 

Section 7: Requires the department and the attorney general to annually prepare a report regarding 
fraud prevention, abuse, prosecution, and vulnerabilities in the Medicaid program. 

Section 8: Requires the department to develop one or more managed care or case management 
demonstration projects through a contract with a third party. The managed care program would 
be for individuals enrolled in all Medicaid programs. 

Section 9: Requires the department to conduct a study analyzing the feasibility of privatizing 
certain services. 

Section 10: Requires the department to amend the state Medicaid plan and apply for any waivers 
necessary to implement the projects and programs described in the bill. Requires the 
Commissioner of Health and Social Services to certify to the revisor of statutes federal approval 
of specified measures. 

Section 11: Allows the department to adopt regulations necessary to implement the changes made 
by the Act. The regulations may not take effect before the dates the relevant provision of the Act 
takes effect. 

Section 12: Conditional effects. 

Sections 13 - 17: Provides for effective dates for provisions that require waiver and state plan 
amendment approvals from the United States Department of Health and Human Services. 

Section 18: Provides an immediate effective date for sections 9 - 12. 

Sena r.or. Pete. Kd ly@·~k.leg.gov 



AMENDMENT :ft. I 

OFFERED IN THE SENATE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 11 , line 8, following "Q!!": 

2 Insert "at least" 

3 

4 Page 14, line 22, following "on": 

5 Insert "at least" 

'· 

L -1-

29-LS0692\V. l 6 
Bruce/Glover 

2/29/ 16 



AMEND M ENT #2._ 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

Page 13, line 4: 

2 Delete "under the program" 

3 Insert "provided to recipients of medical assistance" 

L -1-

29-LS0692\V .46 
Glover 
3/2/16 



AME N D ME NT :cl-3 

OFFERED IN THE SENATE 

TO: CSSB 74(FIN), Draft Version "V" 

l Page 17, lines 14 - 15: 

29-LS0692\V. l 7 
Glover 

2/29/16 

2 Delete "An enrolled medical assistance provider shall conduct at least one annual 

3 review or audit of all claims submitted to the department for reimbursement and, if' 

4 Insert "Unless a provider is being audited under AS 47.05.200(a), an enrolled medical 

5 assistance provider shall conduct a biennial review or audit of a statistically valid sample of 

6 claims submitted to the department for reimbursement. If' 

L -1-



1 

2 

L 

AMENDMENT#~ 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

Page 20, line 5, following "include": 

Insert "one or more of the following:" 

-1-

29-LS0692\V.8 
Glover 

2/26/16 

BY ·. S-E.N . ~f\l ¥-I t-J NC> N 



AMENDMENT ~5 

OFFERED IN THE SENATE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 20, line 19, following "models": 

2 Insert "supported by evidence-based practices" 

L -1-

29-LS0692\V.1 8 
Glover 

2/29/16 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

L 

AMENDMENT it\p 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

Page 21, line 10: 

Delete "October" 

Insert "November" 

Page 27, line 18: 

Delete "June 30, 2019" 

Insert "November 15, 2019" 

Page 27, line 20: 

Delete "June 30" 

Insert "November 15" 

Page 28, line 17: 

Delete "October" 

Insert "November" 

-1-

29-LS0692\V.20 
Glover 

2/29/16 



1 

2 

3 

4 

5 

6 

L 

AMENDMEN~ "*fl 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

Page 22, line 8: 

Delete "average" 

Page 22, line 9: 

Delete "each" 

Insert "the average" 

-1-

29-LS0692\V.9 
Nauman/Glover 

2/26/16 



AMENDMENT tr~-

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 22, line 26, following "of': 

2 Insert "appropriate" 

L -1-

29-LS0692\V.35 
Nauman/Glover 

3/1/1 6 



KMEN D MEN Ti:tG\ -

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 23, line 1, following "subsection": 

29-LS0692\V. I 9 
Glover 

2/29/16 

2 Insert", except that the department may exempt recipients with chronic, acute, or 

3 terminal medical conditions from the requirement under this paragraph" 

L -1-



OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 25, line 22: 

2 Delete "projects" 

3 Insert "at least one project" 

4 Following "may": 

29-LS0692\ V .11 
Glover 

2/26/16 

5 Insert "annually request proposals for additional projects under this section 

6 thereafter. The department may" 

7 

8 Page 25, line 23, following "AS 36.30.308": 

9 Insert "to award a contract for a project under this section" 

L -1-



OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

29-LS0692\V.41 
Glover 
3/2/16 

1 Page 27, line 29: 

2 Delete "identify" 

3 Insert "include the following information:" 

4 

5 Page 28, lines 14 - 15: 

6 Delete all material and insert: 

7 

8 

9 

10 

11 

L 

"(8) the most recent payment error rate measurement report for the 

medical assistance program, including fee for service programs and pilot or 

demonstration projects; the report must also explain the reasons for the payment errors 

and the total amount of state and federal funds paid in error during the reporting period 

and not recovered by the department at the time of the report;" 

-1-



1 

2 

3 

4 

5 

6 

7 

L 

A M-E ND ME NT- +r I 2. 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

Page 28, line 22: 

Delete "[COMMUNITY]" 

Insert "community" 

Page 28, line 30: 

Delete "[COMMUNITY]" 

Insert "community" 

-1-

29-LS0692\V.26 
Glover 

2/29/ 16 



AMENDMENT :t\: \3 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

Page 30, line 9: 

2 Delete "adopts a final rule updating its " 

3 Insert "issues a final" 

4 

5 Page 30, line 12, following "notify": 

6 Insert "and submit a report to" 

7 

8 Page 30, line 12, following the second occurrence of "the": 

9 Insert "house and" 

10 

11 Page 30, line 12: 

12 Delete "committee" 

13 Insert "committees" 

14 

15 Page 30, lines 12 - 13 : 

29-LS0692\V. 12 
Nauman 
2/26/16 

16 Delete "and submit a report to the co-chairs of the senate finance committee" 

17 

18 Page 30, line 14: 

19 Delete "rule change" 

20 Insert "final policy" 

21 

22 Page 30, line 15: 

23 Delete "adopts the final rule" 

L -1-



Insert "issues the final policy" 

2 

3 Page 30, line 16: 

4 Delete "rule" 

5 Insert "policy" 

L 

29-LS0692\V.12 

-2-



AMENDMENTj± z4 

OFFERED IN THE SENATE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 14, line 7: 

2 Delete"~" 

3 Insert "review the information in" 

4 

5 Page 14, line 9, following "patient": 

29-LS0692\V.43 
Nauman/Glover 

3/2/16 

6 Insert "; the regulations must provide that a pharmacist or practitioner is not 

7 required to review the information in the database before dispensing, prescribing, or 

8 administering a controlled substance to a person who is receiving treatment 

9 (A) in an inpatient setting 

l O (B) at the scene of an emergency or in an ambulance; in this 

11 subparagraph, "ambulance" has the meaning given in AS 18.08.200; 

12 (C) in an emergency room; or 

13 (D) immediately before, during, or within the first 24 hours 

14 after surgery" 

L -1-



AMEN D MENT+\, 25 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

Page I 0, fo llowing line 29: 

2 Insert a new bi ll section to read: 

3 "* Sec. 4. AS l 7.30.200(a) is amended to read: 

29-LS0692\V .44 
Bruce/Glover 

3/2/ 16 

4 (a) The controlled substance prescription database is established in the Board 

5 of Pharmacy. The purpose of the database is to contain data as described in this 

6 section regarding every prescription for a schedule [IA, IIA, IIIA, IV A, OR VA 

7 CONTROLLED SUBSTANCE UNDER STATE LAW OR A SCHEDULE I,J II, III, 

8 Q! IV [, OR VJ controlled substance under federal law dispensed in the state to a 

9 person other than those administered to a patient at a health care facility . The 

10 Department of Commerce, Community, and Economic Development shall assist the 

11 board and provide necessary staff and equipment to implement this section." 

12 

13 Renumber the following bill sections accordingly. 

14 

15 Page 11 , lines 1 - 2: 

16 Delete "IA, IIA, IIIA, IV A, or VA controlled substance under state law or a schedule 

17 I, II, III, IV, or V" 

18 Insert "[IA, IIA, IIIA, IVA, OR VA CONTROLLED SUBSTANCE UNDER STATE 

19 LAW OR A SCHEDULE I,J II, III, or IV [, OR VJ" 

20 

21 Page 11 , lines 4 - 5: 

22 Delete "IA, IIA, IIIA, IV A, or VA controlled substance under state law or a schedule 

23 I, II, III, IV, or V" 

L -1-



29-LS0692\V.44 

1 Insert "[IA, IIA, IIIA, IVA, OR VA CONTROLLED SUBSTANCE UNDER STATE 

2 LAW OR A SCHEDULE I,] II, III, Q! IV [, OR VJ" 

3 

4 Page 14, lines 12 - 13: 

5 Delete "IA, IIA, IIIA, IV, or VA controlled substance under state law or a schedule I, 

6 II, III, IV, or V" 

7 Insert "II, III, or IV" 

8 

9 Page 29, line 28: 

IO Delete "sec. I 7" 

11 Insert "sec. 18" 

12 

13 Page 32, line 1: 

14 Delete "sec. 17" 

15 Insert "sec. 18" 

16 

17 Page 32, line 2: 

18 Delete "sec. 20" 

19 Insert "sec. 21" 

20 

21 Page 32, line 11: 

22 Delete "secs. 4 - 9" 

23 Insert "secs. 4 - 10" 

24 

25 Page 32, line 13 : 

26 Delete "secs. 4 - 9" 

27 Insert "secs. 4 - l O" 

28 

29 Page 32, line 16: 

30 Delete "sec. 17" 

31 Insert "sec. 18" 

• 

L -2-



29-LS0692\V.44 

2 Page 32, line 18: 

3 Delete "sec. 28" 

4 Insert "sec. 29" 

5 

6 Page 32, line 2 1: 

7 Delete "sec. 17" 

8 Insert "sec. 18" 

9 

10 Page 32, line 22: 

11 Delete "sec. 28" 

12 Insert "sec. 29" 

13 

14 Page 32, line 25: 

15 Delete "sec. 17" 

16 Insert "sec. 18" 

17 

18 Page 32, line 26: 

19 Delete "sec. 28" 

20 Insert "sec. 29" 

21 

22 Page 32, line 30: 

23 Delete "sec. 20" 

24 Insert "sec. 21" 

25 

26 Page 32, line 31: 

27 Delete "sec. 32" 

28 Insert "sec. 33" 

29 

30 Page 33, line 3: 

31 Delete "sec. 24" 

L -3-



29-LS0692\ V .44 

Insert "sec. 25" 

2 

3 Page 33, line 6: 

4 Delete "sec. 17" 

5 Insert "sec. 18" 

6 

7 Page 33, line 8: 

8 Delete "secs. 28 and 30(a)" 

9 Insert "secs. 29 and 3 I (a)" 

10 

11 Page 33, line 9: 

12 Delete "sec. I 7" 

13 Insert "sec. 18" 

14 

15 Page 33, line 11: 

16 Delete "secs. 28 and 30(b )" 

17 Insert "secs. 29 and 3 l(b)" 

18 

19 Page 33, line 12: 

20 Delete "sec. 17" 

21 Insert "sec. 18" 

22 

23 Page 33, line 14: 

24 Delete "secs. 28 and 30(c)" 

25 Insert "secs. 29 and 3 l(c)" 

26 

27 Page 33, line 15: 

28 Delete "sec. 20" 

29 Insert "sec. 21" 

30 

31 Page 33, line 17: 

L -4-



29-LS0692\V .44 

Delete "secs. 28 and 30(d)" 

2 Insert "secs. 29 and 31 ( d)" 

3 

4 Page 33, line 18: 

5 Delete "Sections 27, 28, 29(a), and 30" 

6 Insert "Sections 28, 29, 30(a), and 31" 

7 

8 Page 33, line 20: 

9 Delete "Sections 4 - 9" 

l O Insert "Sections 4 - IO" 

11 

12 Page 33, line 21: 

13 Delete "Section 29(b)" 

14 Insert "Section 30(b)" 

L -5-



AMENDMENT ti: 11 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 23, line 29, following "(d)": 

2 Insert "and (t)" 

3 

4 Page 24, following line 8: 

5 Insert a new subsection to read: 

29-LS0692\ V .34 
Glover 
3/1/16 

6 "(f) Notwithstanding (a) - (c) of this section, and in addition to the projects 

7 and services described under ( d) and ( e) of this section, the department shall apply for 

8 a section 1115 waiver under 42 U.S .C. 1315(a) to establish one or more demonstration 

9 projects focused on improving the state's behavioral health system for medical 

10 assistance recipients. The department shall engage stakeholders and the community in 

11 the development of a project or projects under this subsection. The demonstration 

12 project or projects must be consistent with the comprehensive and integrated 

13 behavioral health program described under AS 47.05.270(b)." 

14 

15 Reletter the following subsection accordingly. 

L -1-



AMENDMENT #\5 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 20, line 31: 

2 Delete "primary care providers" 

29-LS0692\V.36 
Bruce/Glover 

3/1/16 

3 Insert "licensed or certified mental health and primary care professionals" 

4 

5 Page 21 , line 1, following "services": 

6 Insert", minimize administrative burdens," 

L -1-



A ME ND ME NT -# \l,p 

OFFERED IN THE SENATE 

TO: CSSB 74(FIN), Draft Version "V" 

I Page 31 , line 13: 

2 Delete "Alaska Mental Health Trust Authority" 

29-LS0692\V.13 
Glover 

2/26/1 6 

3 Insert "Department of Health and Social Services, in conjunction with the Alaska 

4 Mental Health Trust Authority," 

5 

6 Page 31 , line 14, following "The": 

7 Insert "Department of Health and Social Services and the" 

8 

9 Page 31 , line 15, following "a": 

10 Insert "joint" 

11 

12 Page 31 , line 15, following the second occurrence of "the": 

13 Insert "Department of Health and Social Services and the" 

L -1-



AMEN D MENT -.tt-\ 1 

29-LS0692\V.3 l 
Glover 
3/1/16 

OFFERED IN THE SENATE BY SENA TOR KELLY 

TO: CSSB 74(FIN), Draft Version "V" 

Page 10, following line 29: 

2 Insert new bi ll sections to read: 

3 "* Sec. 4. AS 09 .58.025, added by sec. 3 of this Act, is amended to read: 

4 Sec. 09.58.025. Subpoenas. 1n conducting an investigation under 

5 AS 09.58.015 [OR 09.58.020], the attorney general may issue subpoenas to compel 

6 the production of books, papers, correspondence, memoranda, and other records in 

7 connection with an investigation under or the administration of AS 09.58.010 -

8 09.58.060. If a medical assistance provider or a medical assistance recipient fails or 

9 refuses, without just cause, to obey a subpoena issued under this subsection, the 

10 superior court may, upon application by the attorney general, issue an order requiring 

11 the medical assistance provider or medical assistance recipient to appear before the 

12 attorney general to produce evidence. 

13 * Sec. 5. AS 09.58.070(b), added by sec. 3 of this Act, is amended to read: 

14 (b) Notwithstanding (a) of this section, a state employee who is discharged, 

15 demoted, suspended, threatened, harassed, or discriminated against in the terms and 

16 conditions of employment because of lawful acts done by the employee on behalf of 

17 the employee [OR A PERSON WHO BRINGS AN ACTION UNDER AS 09.58.020] 

18 or in furtherance ofan action under AS 09.58.010 - 09.58.060, including investigation, 

19 initiation of, testimony for or assistance in an action filed or to be filed under 

20 AS 09.58 .010 - 09.58.060, is entitled to relief under AS 39.90.100 - 39.90.150 (Alaska 

21 Whistleblower Act)." 

22 

23 Renumber the following bill sections accordingly. 

L -1-



29-LS0692\V .31 

1 

2 Page 29, following line l: 

3 Insert a new bill section to read: 

4 "* Sec. 26. AS 09.58.020, 09.58.030, 09 .58.040, 09.58.050, and 09.58.060 are repealed 

5 July 1, 2019." 

6 Renumber the fo llowing bill sections accordingly. 

7 

8 Page 29, line 5: 

9 Following "Act": 

10 Insert "and repealed by sec. 26 of this Act" 

11 Following "specified": 

12 Insert "from the effective date of sec. 3 of this Act until July 1, 2019" 

13 

14 Page 29, line 11, following "Act": 

15 Insert "and repealed by sec. 26 of this Act" 

16 

17 Page 29, line 13, following "Act": 

18 Insert "and amended by sec. 4 of this Act" 

19 

20 Page 29, line 15: 

21 Delete "AS 09.58.025" 

22 Insert "AS 09.58.015 or 09.58.020 from the effective date of sec. 3 of this Act until 

23 July 1, 2019, and an investigation under AS 09.58 .015 before, on, or after July 1, 2019" 

24 

25 Page 29, line 16, following "Act": 

26 Insert "and repealed by sec. 26 of this Act" 

27 

28 Page 29, line 17, following "specified": 

29 Insert "from the effective date of sec. 3 of this Act until July 1, 2019" 

30 

31 Page 29, line 19, following "AS 09.58.020": 

L -2-



29-LS0692\V.3 l 

1 Insert", added by sec. 3 of this Act and repealed by sec. 26 of this Act, " 

2 

3 Page 29, line 24, following "Act": 

4 Insert "and repealed by sec. 26 of th is Act" 

5 

6 Page 29, line 25 , following "Procedure,": 

7 Insert "from the effective date of sec. 3 of this Act until July I , 2019," 

8 

9 Page 29, line 26, fo llowing "AS 09.58.020": 

10 Insert ", added by sec. 3 of this Act and repealed by sec . 26 of this Act," 

11 

12 Page 29, line 28 : 

13 Delete "sec. 17" 

14 Insert "sec. 19" 

15 

16 Page32, linel: 

17 Delete "sec. 17" 

18 Insert "sec. 19" 

19 

20 Page 32, line 2: 

2 1 Delete "sec. 20" 

22 Insert "sec. 22" 

23 

24 Page 32, line 11 : 

25 Delete "secs. 4 - 9" 

26 Insert "secs. 6 - 11" 

27 

28 Page 32, line 13: 

29 Delete "secs. 4 - 9" 

30 Insert "secs. 6 - 11" 

31 

L -3-



29-LS0692\ V .3 1 

1 Page 32, line 16: 

2 Delete "sec. 17" 

3 Insert "sec. 19" 

4 

5 Page 32, line 18: 

6 Delete "sec. 28" 

7 Insert "sec. 3 1" 

8 

9 Page 32, line 21: 

10 Delete "sec. 17" 

11 Insert "sec. 19" 

12 

13 Page 32, line 22: 

14 Delete "sec. 28" 

15 Insert "sec. 31" 

16 

17 Page 32, line 25: 

18 Delete "sec. 17" 

19 Insert "sec. 19" 

20 

21 Page 32, line 26: 

22 Delete "sec. 28" 

23 Insert "sec. 31" 

24 

25 Page 32, line 30: 

26 Delete "sec. 20" 

27 Insert "sec. 22" 

28 

29 Page 32, line 31: 

30 Delete "sec. 32" 

31 Insert "sec. 35" 

L -4-



29-LS0692\V.31 

2 Page 33, line 3: 

3 Delete "takes effect only if sec. 24" 

4 Insert "and sec. 26 of this Act take effect only if sec. 27" 

5 

6 Page 33, line 6: 

7 Delete "sec. l 7" 

8 Insert "sec. 19" 

9 

IO Page 33, line 8: 

11 Delete "secs. 28 and 30(a)" 

12 Insert "secs. 31 and 33(a)" 

13 

14 Page 33, line 9: 

15 Delete "sec. 17" 

16 Insert "sec. 19" 

17 

18 Page 33, line 11: 

19 Delete "secs. 28 and 30(b )" 

20 Insert "secs. 31 and 33(b )" 

21 

22 Page 33, line 12: 

23 Delete "sec. 17" 

24 Insert "sec. 19" 

25 

26 Page 33, line 14: 

27 Delete "secs. 28 and 30(c)" 

28 Insert "secs. 31 and 33(c)" 

29 

30 Page 33, line 15: 

31 Delete "sec. 20" 

L -5-



29-LS0692\V.3 l 

I [nsert "sec. 22" 

2 

3 Page 33, line 17: 

4 Delete "secs. 28 and 30(d)" 

5 Insert "secs. 31 and 33(d)" 

6 

7 Page 33, line 18: 

8 Delete "Sections 27, 28, 29(a), and 30" 

9 Insert "Sections 30, 31, 32(a), and 33" 

10 

11 Page 33, line 20: 

12 Delete "Sections 4 - 9" 

13 Insert "Sections 6 - 11 " 

14 

15 Page33, line21: 

16 Delete "Section 29(b)" 

17 Insert "Section 32(b)" 

18 

19 Page 33, following line 21: 

20 Insert a new bill section to read: 

21 "* Sec. 41. Sections 4 and 5 of this Act take effect July I, 2019." 

L -6-



AMENDMENT :t:t\f3 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

2 

3 

4 

Page 25 , line 25 : 

Delete "one" 

Insert "three" 

5 Page 25 , line 28, following the second occurrence of "services": 

6 Insert "and coordination of long-term services and support" 

7 

8 Page 26, line 8: 

9 Delete "benefits and services" 

10 Insert "benefits, services, and utilization management" 

11 

12 Page 26, lines 15 - 16: 

13 Delete all material and insert: 

29-LS0692\V.38 
Glover 
3/2/ 16 

BY SENA TOR KELLY 

14 "(2) the commissioner of administration, or the commissioner's 

15 designee;" 

16 

17 Page 26, line 19: 

18 Delete "three" 

19 Insert "two" 

20 

21 Page 26, line 20, following "governor": 

22 Insert "for staggered three-year terms" 

23 

L -1-



29-LS0692\V.38 

Page 26, lines 27 - 29: 

2 Delete "A contract shall provide for a fee based on a per capita expense that is fai r and 

3 economical." 

4 

5 Page 26, line 29: 

6 Following "structure": 

7 Insert "for a contract under th is subsection" 

8 Following the second occurrence of "payments,": 

9 Insert "capitated payments," 

10 

11 Page 26, line 30, fo llowing "structures.": 

12 Insert "The department shall work with the division of insurance, Department of 

13 Commerce, Community, and Economic Development, to streamline the application process 

14 for a company to obtain a certificate of authority required under AS 21.09.0 IO as necessary to 

15 participate in a demonstration project under this section." 

L -2-



AMENDMENT it \9 

OFFERED IN THE SENATE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 22, line 27, following "the": 

2 Insert "unnecessary" 

L -1-

29-LS0692\V.25 
Glover 

2/29/16 

BY SENA TOR OLSON 



AMENDMENT ::t\'"i.0 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 31 , line 22, following "employees.": 

29-LS0692\V.32 
Nauman/Glover 

3/1/1 6 

BY SENATOR BISHOP 

2 Insert "In addition, the study procured under this subsection must specifically identify 

3 and address cost-saving strategies for the provision of health care for persons described in this 

4 subsection that may be implemented by a private entity. 11 

L -1-



29-LS0692\ V .30 
Glover 
3/ 1/ 16 

AMEN D MEN T :tt 1.1 

OFFERED IN THE SENA TE BY SENA TOR MICCICHE 

TO: CSSB 74(FIN), Draft Version "V" 

Page 2, line 1, following "Services;": 

2 Insert "relating to Alaska Pioneers' Homes and Alaska Veterans' Homes;" 

3 

4 Page 29, fo llowing line 1: 

5 Insert a new bill section to read: 

6 "* Sec. 24. AS 47.55 .020(e) is amended to read: 

7 (e) As a condition for receipt of payment assistance under (d) of this section, 

8 the department, under regulations adopted by the department, shall [MAY] require a 

9 person to 

IO ill apply for other state or fed era II y sponsored programs that may 

11 reduce the amount of the payment assistance; and 

12 {2) submit to the department a copy of the person's application for 

13 medical assistance coverage under AS 47.07 and the decision letter the person 

14 receives regarding the application ." 

15 

16 Renumber the following bill sections accordingly. 

17 

18 Page 32, line 18: 

19 Delete "sec. 28" 

20 Insert "sec. 29" 

21 

22 Page 32, line 22: 

23 Delete "sec. 28" 

L -1-



29-LS0692\V.30 

1 Insert "sec. 29" 

2 

3 Page 32, line 26: 

4 Delete "sec. 28" 

5 Insert "sec. 29" 

6 

7 Page 32, line 3 1: 

8 Delete "sec. 32" 

9 Insert "sec. 33 " 

IO 

11 Page 33, line 3: 

12 Delete "sec. 24" 

13 Insert "sec. 25" 

14 

15 Page 33, line 8: 

16 Delete "secs. 28 and 30(a)" 

17 Insert "secs. 29 and 31 (a)" 

18 

19 Page 33, line 11 : 

20 Delete "secs. 28 and 30(b)" 

21 Insert "secs. 29 and 31 (b)" 

22 

23 Page 33, line 14: 

24 Delete "secs. 28 and 30(c)" 

25 Insert "secs. 29 and 31(c)" 

26 

27 Page 33, line 17: 

28 Delete "secs. 28 and 30(d)" 

29 Insert "secs. 29 and 3 l(d)" 

30 

31 Page 33, line 18: 

L -2-



29-LS0692\V.30 

Delete "Sections 27, 28, 29(a), and 30" 

2 Insert "Sections 28, 29, 30(a), and 31" 

3 

4 Page 33, line 21: 

5 Delete "Section 29(b)" 

6 Insert "Section 30(b)" 

L 
-3-



AMENDMENT :tr2L 

OFFERED IN THE SENATE 

TO: CSSB 74(FIN), Draft Version "V" 

1 Page 24, line 22, through page 25, line 7: 

2 Delete all material and insert: 

29-LS0692\V.45 
Glover 
3/2/ 16 

3 "(1) an interdisciplinary process for defining, identifying, and 

4 minimizing the number of frequent users of emergency department services; 

5 (2) to the extent consistent with federal law, a system for real-time 

6 electronic exchange of patient information, including recent emergency department 

7 visits, hospital care plans for frequent users of emergency departments, and data from 

8 the controlled substance prescription database; 

9 (3) a procedure for educating patients about the use of emergency 

10 departments and appropriate alternative services and facilities for non urgent care; 

11 (4) a process for assisting users of emergency departments in making 

12 appointments with primary care or behavioral health providers within 96 hours after 

13 an emergency department visit; 

14 (5) a collaborative process between the department and the. statewide 

15 professional hospital association to establish uniform statewide guidelines for 

16 prescribing narcotics in an emergency department; and 

17 

18 

L 

(6) designation of health care personnel to review successes and 

challenges regarding appropriate emergency department use." 

-1-



AMENDMENT"":ff2 \t:, 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

Page 2, line 2, fo llowing "projects;": 

29-LS0692\V .49 
Glover 
3/2/ 16 

BY SENA TOR KELLY 

2 Insert "relating to the duties of the Department of Administration; relating to 

3 feasibility studies for the provision of specified state services;" 

4 

5 Page 31, line 5: 

6 Delete all material. 

7 Insert "FEASIBILITY STUDIES FOR THE PROVISION OF SPECIFIED STATE 

8 SERVICES." 

9 

10 Page 31, lines 19 -22: 

11 Delete all material and insert: 

12 "(c) The Department of Administration shall, in collaboration with the house and 

13 senate finance committees, procure a study to be completed on or before June 30, 2017, to 

14 determine the feasibility of creating a health care authority to coordinate health care plans and 

15 consolidate purchasing effectiveness for all state employees, retired state employees, retired 

16 teachers, medical assistance recipients, University of Alaska employees, employees of state 

17 corporations, and school district employees and to develop appropriate benefit sets, rules, 

18 cost-sharing, and payment structures for all employees and individuals whose health care 

19 benefits are funded directly or indirectly by the state, with the goal of achiev ing the greatest 

20 possible savings to the state through a coordinated approach administered by a single entity. 

21 In developing the study, the Department of Administration shall seek input from the 

22 Department of Health and Social Services, administrators familiar with managing government 

23 employee health plans, and human resource professionals familiar with self-insured health 
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l care plans. The study must 

2 (1) identify cost-saving strategies that a health care authority could implement; 

3 (2) analyze local government participation in the authority; 

4 (3) analyze a phased approach to adding groups to the health care plans 

5 coordinated by the health care authority; 

6 (4) consider previous studies procured by the Department of Administration 

7 and the legislature; 

8 (5) assess the use of community-related health insurance risk pools and the use 

9 of the private mark.etplace; 

IO (6) identify organizational models for a health care authority, including private 

11 for-profit, private nonprofit, government, and state corporations; and 

12 (7) include a public review and comment opportunity for employers, 

13 employees, medical assistance recipients, and health care providers." 
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AMENDMENT =tr23 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version 11 V 11 

Page 19, line 27: 

2 Delete "telemedicine" 

3 Insert 11telehealth 11 

4 

5 Page 21, line 4 : 

6 Delete "telemedicine" 

7 Insert 11telehealth 11 

8 

9 Page 21 , line 6: 

10 Delete "telemedicine" 

11 Insert "telehealth" 

12 

13 Page 21, line 9: 

14 Delete "telemedicine" 

15 Insert "telehealth" 

16 

17 Page 21 , line 28: 

18 Delete 11telemedicine" in both places 

19 Insert "telehealth II in both places 

20 

21 Page 21, line 30: 

22 Delete "telemedicine" 

23 Insert "telehealth" 
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1 

2 Page 22, line 15: 

3 Delete "telemedicine" 

4 Insert "telehealth" 

5 

6 Page 22, line 16: 

7 Delete "medical" 

8 Insert "health care" 

9 

10 Page 22, line 19, following "other": 

11 Insert "or between a provider and a recipient who are physically separated from each 

12 other" 

13 

14 Page 23, line 26: 

15 Delete "telemedicine" 

16 Insert "telehealth" 

17 

18 Page 23, line 27: 

19 Delete "telemedicine" 

20 Insert "telehealth" 

21 

22 Page 24, line 9: 

23 Delete ""telemedicine" means the practice of health care delivery," 

24 Insert ""telehealth" has the meaning given in AS 47.05.270(e)." 

25 

26 Page 24, lines 10 - 13: 

27 Delete all material. 

28 

29 Page 27, line 4: 

30 Delete "telemedicine" 

31 Insert "telehealth" 
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2 Page 27, line 6: 

3 Delete "telemedicine" 

4 Insert "telehealth" 

5 

6 Page 27, line 25: 

7 Delete "telemedicine" 

8 Insert "telehealth" 
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AMENDMENT°* Z1 

OFFERED IN THE SENA TE 

TO: CSSB 74(FIN), Draft Version "V" 

Page 1, line 1, following "Act": 

29-LS0692\V.48 
Glover 
3/2/ 16 

2 Insert "relating to diagnosis, treatment, and prescription of drugs without a 

3 physical examination by a physician; relating to the delivery of services by a licensed 

4 professional counselor, marriage and family therapist, psychologist, psychological 

5 associate, and social worker by audio, video, or data communications; relating to the 

6 duties of the Department of Commerce, Community, and Economic Development; 

7 establishing a telemedicine business registry; relating to the duties of the State Medical 

8 Board;" 

9 

10 Page 2, following line 5: 

11 Insert new bill sections to read : 

12 "* Section 1. AS 08.29.400 is amended by adding a new subsection to read: 

13 (b) The board may not impose disciplinary sanctions on a licensee for the 

14 evaluation, diagnosis, or treatment of a person through audio, video, or data 

15 communications when physically separated from the person if 

16 (1) the licensee or another licensed health care provider is available to 

17 provide follow-up care; 

18 (2) the licensee requests that the person consent to sending a copy of 

19 all records of the encounter to a primary care provider if the licensee is not the 

20 person's primary care provider and, if the person consents, the licensee sends the 

21 records to the person's primary care provider; and 

22 (3) the licensee meets the requirements established by the board in 

23 regulation. 

L -!-



29-LS0692\V .48 

(c) The board shall adopt regulations restricting the evaluation, diagnosis, 

2 supervision, and treatment of a person as authorized under (b) of this section by 

3 establishing standards of care, including standards for training, confidentiality, 

4 supervision, practice, and related issues. 

5 * Sec. 2. AS 08.63 .210 is amended by adding new subsections to read: 

6 (c) The board may not impose disciplinary sanctions on a licensee for the 

7 evaluation, diagnosis, supervision, or treatment of a person through audio, video, or 

8 data communications when physically separated from the person if 

9 (1) the licensee or another licensed health care provider is available to 

l O provide follow-up care; 

11 (2) the licensee requests that the person consent to sending a copy of 

12 all records of the encounter to a primary care provider if the licensee is not the 

13 person's primary care provider and, if the person consents, the licensee sends the 

14 records to the person's primary care provider; and 

15 (3) the licensee meets the requirements established by the board m 

16 regulation. 

17 (d) The board shall adopt regulations restricting the evaluation, diagnosis, 

18 supervision, and treatment of a person as authorized under (c) of this section by 

19 establishing standards of care, including standards for training, confidentiality, 

20 supervision, practice, and related issues. 

21 * Sec. 3. AS 08.64.101 is amended to read: 

22 Sec. 08.64.101. Duties. The board shall 

23 (1) examine and issue licenses to applicants; 

24 (2) develop written guidelines to ensure that licensing requirements are 

25 not unreasonably burdensome and the issuance of licenses is not unreasonably 

26 withheld or delayed; 

27 (3) after a hearing, impose disciplinary sanctions on persons who 

28 violate this chapter or the regulations or orders of the board; 

29 ( 4) adopt regulations ensuring that renewal of licenses is contingent Q!! 

30 [UPON] proof of continued competency on the part of the licensee; and 

31 (5) under regulations adopted by the board, contract with private 
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professional organizations to establish an impaired medical professionals program to 

2 identify, confront, evaluate, and treat persons licensed under this chapter who abuse 

3 alcohol, other drugs, or other substances or are mentally ill or cognitively impaired.i. 

4 (6) adopt regulations that establish guidelines for a physician who 

5 is rendering a diagnosis, providing treatment, or prescribing, dispensing, or 

6 administering a prescription drug to a person without conducting a physical 

7 examination under AS 08.64.364; the guidelines must include a nationally 

8 recognized model policy for standards of care of a patient who is at a different 

9 location than the physician. 

IO * Sec. 4. AS 08.64.364(a) is amended to read: 

11 (a) The board may not impose disciplinary sanctions on a physician for 

12 rendering a diagnosis, providing treatment, or prescribing, dispensing, or 

13 administering a prescription drug that is not a controlled substance to a person 

14 without conducting a physical examination if 

15 (1) [THE PRESCRIPTION DRUG rs 

16 (A) NOT A CONTROLLED SUBSTANCE; OR 

17 (B) A CONTROLLED SUBSTANCE AND IS PRESCRIBED, 

18 DISPENSED, OR ADMINrSTERED BY A PHYSICIAN WHEN AN 

19 APPROPRIATE LICENSED HEALTH CARE PROVIDER rs PRESENT 

20 WITH THE PATIENT TO ASSrST THE PHYSICIAN WITH 

21 EXAMINATION, DIAGNOSIS, AND TREATMENT; 

22 (2) THE PHYSICIAN IS LOCATED IN THIS STATE AND] the 

23 physician or another licensed health care provider or physician in the physician's 

24 group practice is available to provide follow-up care; and 

25 (2) the physician requests that [(3)] the person consent 

26 [CONSENTS] to sending a copy of all records of the encounter to the person's primary 

27 care provider if the prescribing physician is not the person's primary care provider, 

28 and, if the patient consents, the physician sends the records to the person's primary 

29 care provider. 

30 * Sec. 5. AS 08.64.364 is amended by adding new subsections to read : 

31 (c) The board may not impose disciplinary sanctions on a physician for 
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prescribing, dispensing, or administering a prescription drug that is a controlled 

2 substance if the requirements under (a) of this section are met and the physician 

3 prescribes, dispenses, or administers the controlled substance when an appropriate 

4 licensed health care provider is present with the patient to assist the physician with 

5 examination, diagnosis, and treatment. 

6 (d) Notwithstanding (b) and (c) of this section, a physician may not 

7 (1) prescribe an abortion-inducing drug; or 

8 (2) prescribe, dispense, or administer a prescription drug in response to 

9 an Internet questionnaire or electronic mail message to a person with whom the 

IO physician does not have a prior physician-patient relationship. 

11 * Sec. 6. AS 08.86.204 is amended by adding a new subsection to read: 

12 (c) The board may not impose disciplinary sanctions on a licensee for the 

13 evaluation, diagnosis, or treatment of a person through audio, video, or data 

I 4 communications when physically separated from the person if 

15 (1) the licensee or another licensed health care provider is available to 

16 provide follow-up care; 

I 7 (2) the licensee requests that the person consent to sending a copy of 

I 8 all records of the encounter to a primary care provider if the licensee is not the 

19 person's primary care provider and, if the person consents, the licensee sends the 

20 records to the person's primary care provider; and 

21 (3) the licensee meets the requirements established by the board in 

22 regulation. 

23 ( d) The board shall adopt regulations restricting the evaluation, diagnosis, 

24 supervision, and treatment of a person as authorized under (c) of this section by 

25 establishing standards of care, including standards for training, confidentiality, 

26 supervision, practice, and related issues. 

27 * Sec. 7. AS 08.95 .050 is amended by adding a new subsection to read: 

28 (b) The board may not impose disciplinary sanctions on a licensee for the 

29 evaluation, diagnosis, or treatment of a person through audio, video, or data 

30 communications when physically separated from the person if 

31 (I) the licensee or another licensed health care provider is available to 
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l provide follow-up care; 

2 (2) the licensee requests that the person consent to sending a copy of 

3 all records of the encounter to a primary care provider if the licensee is not the 

4 person's primary care provider and, if the person consents, the licensee sends the 

5 records to the person's primary care provider; and 

6 (3) the licensee meets the requirements established by the board in 

7 regulation. 

8 ( c) The board shall adopt regulations restricting the evaluation, diagnosis, 

9 supervision, and treatment of a person as authorized under (b) of this section by 

l O establishing standards of care, including standards for training, confidentiality, 

11 supervision, practice, and related issues." 

12 

13 Page 2, line 6: 

14 Delete "Section l" 

15 Insert "Sec. 8" 

16 

17 Renumber the following bill sections accordingly. 

18 

19 Page 14, following line 29: 

20 Insert a new bill section to read: 

21 "* Sec. 19. AS 44.33 is amended by adding a new section to read: 

22 Article SA. Telemedicine Business Registry. 

23 Sec. 44.33.381. Telemedicine business registry. (a) The department shall 

24 adopt regulations for establishing and maintaining a registry of businesses performing 

25 telemedicine services in the state. 

26 (b) The department shall maintain the registry of businesses performing 

27 telemedicine services in the state. The registry must include the name, address, and 

28 contact information of businesses performing te lemedicine services in the state. 

29 (c) In this section, 

30 (1) "department" means the Department of Commerce, Community, 

31 and Economic Development; 
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(2) "telemedicine services" means the delivery of health care services 

2 using the transfer of medical data through audio, visual , or data communications that 

3 are performed over two or more locations by a provider who is physically separated 

4 from the recipient of the health care services." 

5 

6 Renumber the following bill sections accordingly. 

7 

8 Page 29, line 4: 

9 Delete "sec. 3" 

10 Insert "sec. 1 O" 

11 

12 Page29, linell: 

13 Delete "sec. 3" 

14 Insert "sec. 1 O" 

15 

16 Page 29, line 13: 

17 Delete "sec. 3" 

18 Insert "sec. 10" 

19 

20 Page 29, line 16: 

21 Delete "sec. 3" 

22 Insert "sec. IO" 

23 

24 Page 29, line 24: 

25 Delete "sec. 3" 

26 Insert "sec. IO" 

27 

28 Page 29, line 28: 

29 Delete "sec. 17" 

30 Insert "sec. 25" 

31 
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Page 32, line 1: 

2 Delete "sec. 17" 

3 Insert "sec. 25" 

4 

5 Page 32, line 2: 

6 Delete "sec. 20" 

7 Insert "sec. 28" 

8 

9 Page 32, line 11 : 

10 Delete "secs. 4 - 9" 

11 Insert "secs. 11 - 16" 

12 

13 Page 32, line 13: 

14 Delete "secs. 4 - 9" 

15 Insert "secs. 11 - 16" 

16 

17 Page 32, line 16: 

18 Delete "sec. 17" 

19 Lnsert "sec. 25" 

20 

21 Page 32, line 18: 

22 Delete "sec. 28" 

23 Insert "sec. 36" 

24 

25 Page 32, line 21: 

26 Delete "sec. 17" 

27 Insert "sec. 25" 

28 

29 Page 32, line 22: 

30 Delete "sec. 28" 

31 Insert "sec. 36" 
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1 

2 Page 32, line 25: 

3 Delete "sec. 17" 

4 Insert "sec. 25" 

5 

6 Page 32, line 26: 

7 Delete "sec. 28" 

8 Insert "sec. 36" 

9 

10 Page 32, line 30: 

11 Delete "sec. 20" 

12 Insert "sec. 28" 

13 

14 Page 32, line 31: 

15 Delete "sec. 32" 

16 Insert "sec. 40" 

17 

18 Page 33, line 3: 

19 Delete "sec. 3" 

20 Insert "sec. IO" 

21 Delete "sec. 24" 

22 Insert "sec. 32" 

23 

24 Page 33, line 6: 

25 Delete "sec. 17" 

26 Insert "sec. 25" 

27 

28 Page 33, line 8: 

29 Delete "secs. 28 and 30(a)" 

30 Insert "secs. 36 and 38(a)" 

31 
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Page 33, line 9: 

2 Delete "sec. 17" 

3 Insert "sec. 25" 

4 

5 Page 33, line 11: 

6 Delete "secs. 28 and 30(b)" 

7 Insert "secs. 36 and 38(b)" 

8 

9 Page 33, line 12: 

10 Delete "sec. 17" 

11 Insert "sec. 25" 

12 

13 Page 33, line 14: 

14 Delete "secs. 28 and 30(c)" 

15 Insert "secs. 36 and 38(c)" 

16 

17 Page 33, line 15: 

18 Delete "sec. 20" 

19 Insert "sec. 28" 

20 

21 Page 33, line 17: 

22 Delete "secs. 28 and 30(d)" 

23 Insert "secs. 36 and 38(d)" 

24 

25 Page 33, line 18: 

26 Delete "Sections 27, 28, 29(a), and 30" 

27 Insert "Sections 35, 36, 37(a), and 38" 

28 

29 Page 33, line 20: 

30 Delete "Sections 4 - 9" 

3 1 Insert "Sections 1 I - 16" 

L -9-



29-LS0692\V.48 

2 Page 33, line 21: · 

3 Delete "Section 29(b)" 

4 Insert "Section 37(b)" 
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GOVERNOR B ILL WALKER 

March 1, 2016 

Senator Pete Kelly, Co-Chair 
Senator Anna MacKinnon, Co-Chair 
Senate Finance Committee 
Alaska State Capital Building 
Juneau, AK 99801-1120 

RE: Support for SB 74 

Dear Senator Kelly and Senator MacKinnon, 

D.epartment of 
Health and Social Services 

Governor's Council on Disabilities 
& Special Education 

3601 C Street, Suite 740 
Anchorage, Alaska 99503 

Main: 907.269.8990 
Fax: 907.269.8995 

The Governor's Council on Disabilities arid Special Education (GCOSE) fills a· variety of federal and state roles, 
including serving as the State Council on Developmental _Dis.abl.lities (SC::DD) under the Developmental 
Disabilities Assistance and Bill of Rights ·A~t. As th~ state DD Council; GCDSE v.,:brks with Senior and Disabilities 
Services and other state agencies to ensure that p~ople with inJellectuat and. d_evelopmental disabilities and 
their families receive the services and supports that they need, as w~li as participate in the planning and design 
of those services. Many of these services are paid for. th~ough Medic~id w~ivers in the form of Home and 
Community Based Services. 

Recently, oqr Council developed a position paper (·attached) speeific; fo these waivers, and the decision to 
reduce the draw of families from 200 to 50 Alaskan·s per year qff the "Developmental Disabilities Registration 

. . ,~ 
and Review", often called the "wait1istll: This was done as a cost .saving measure in the short-term . ThE! Council 
believes and hopes that reform efforts such as those proposed under SB 74 wi.11 .someday lead to restoring the 
number of draws from the "waitlist". Without such services, families are more likely to reduce their work hours 
or sacrifice their participation in the workfo~ce altog~ther in orderto c,are fora child or adult family member 
with a disability. This often leads to further dependence on government assistance programs and/or placement 
of the individual In out of state institutions, at a much greater cost to the state; 

The Council very much appreciates your efforts develop this comprehensive reform package. In regards to 
fraud and audit requirements, we both support and applaud the intent of the bill to "weed out" wrongdoers 
and fraudulent providers. However, we do caution the committee on placing additional reporting and audit 
burdens on home and community based providers, especially smaller "mom and pop" organizations. We 
believe that self-reporting of mistakes made in billing or overpayments by providers themselves is great idea. 
We also believe that the Explanation of Benefits concept included in your bill is also a good idea. People and 



families that receive services under Medicaid are indeed your best bet for identifying mistakes or fraudulent 
practices. 

Again, thank your leadership in pushing Medicaid reform efforts through SB 74. 

Sincerely, 



GOVERNOR'S COUNCIL ON DISABILITIES AND SPECIAL EDUCATION 

Please join the Council in supporting an annual draw 
of 175 from the Developmental Disabilities 
Registration and Review DDRR ("Waitlist'') 

WHAT IS IT? 

The Developmental Disability Registration and Review (DORR "waitlist") is a program registry for qualified 

individuals with intellectual & developmental disabilities who meet "institutional level of care." The registry 

provides an avenue for these individuals to receive the Medicaid waiver for Home and Community-Based 

Services when funds become available. The DDRR is managed through the Division of Seniors & Disabilities 

Services {SOS), and their plan is to reduce the DDRR waitlist annual draws from 200 consumers to 50 

consumers per year as a way to save money in the short-term. 

WHY IS THIS AN ISSUE? 

• Because of the state's commitment to draw 200 families from the DORR for services since 2005, the 

number of families waiting for services has decreased from over 1200 to less than 700, currently. 

Reducing the draws by 75% will increase the number of consumers waiting for services and possibly 

triple the average wait time of 3 years. 

• Families that are supporting individuals with developmental disabilities are much more likely to reduce 

work hours or leave the work force in order to care for their child. 

• Research shows that waiver-funded supported employment services result in more job placements, 

higher wages, and work hours per week for individuals with disabilities. Employment ultimately has the 

potential to result in cost savings and better quality of life.* 

• The average cost per I/DD waiver in-state is just under $80,000 while the average cost for an out of 

state placement is over $120,000. 

o Reducing the number of draws from the registry will increase pressure on state-funded grant 

dollars and, in some cases, result in higher-cost services if their child is placed in an out-of-state 

intermediate care facility. 

3601 C Street, Suite 740, Anchorage, AK 99503 
Phone (907) 269-8990 · Toll Free (888) 269-8990 · Fax (907) 269-8995 
http://dhss.alaska.gov/gcdse www.facebook.com/GCDSE 



, GOVERNOR'S COUNCIL ON DISABILITIES AND SPECIAL EDUCATION 

ALTERNATIVE SAVINGS 

The Council believes that we can accomplish the same level of projected savings from waiver services by 

implementing some of the strategies being explored now by SOS under the 1915i and 1915k state plan options 

beginning in 2017 as well as reviewing some current ideas, such as: 

• Streamlining the ellglblllty and level of care re-determination process. Many people on the I/DD 

waiver have lifelong disabilities, such as Downs Syndrome, and their conditions are not going to 

materially improve over time. Currently, the process requires a full review and authorization every 3 

years. We suggest review every 5 years and much greater use of low-cost tele-technology for 

reassessments vs. in-person reviews. 

• Considering Implementing "soft caps" on services. By exploring "soft caps" the division can reduce the 

number of hours for many services and then require justification of the need for more than a certain 

number of hours when needed. 

• Establishing voucher program for purchase of s·upplies and other personal care items. Using a 

voucher card similar to the Alaska Quest card used for food stamps, allow families and/or providers to 

purchase some medical supplies from Walmart, Costco, or other low-cost alternatives to medical 

supply companies. This would also prevent continuous delivery, a common practice now, resulting in 

stockpiles of unneeded supplies. 

• Allowing for purchase of smart-home technology and services that reduce the need for direct staff 

support. Other states and the V.A. have shown significant savings by allowing more smart-home 

technologies like tablets and smart phones to help a person live independently. 

• Considering a package of new services to persons who do not quite meet institutional level of care in 

the 19151. Some people and families (i.e. FASO, TBI, ADRD} need only a little bit of support, such as 

supervision and cuing, to help maintain community living: 

o Individuals with FASO alone cost the state nearly $2 million over their lifetime**, through their 

use of the correctional system, medical treatment, residential care, and lost productivity. 

o Providing early intervention to these individuals often avoids much costlier state-funded 

services later in life. 

Please encourage HSS/SDS to reinstate waiver 
draws to at least 175 individuals per year 

Resources: 
• Jean P. Hell, Noelle K. Kurth 2013. Employment as o Health Determinant for Working-age, Dually Ellg1ble People with Dlsabllltles. 
https://kuscholDovorks. ku cdu/bjtstrea m/hand le/ I 808/11 286/Hall%20Knrth%20Hun 1%2020 l 3 pdf'?seouence=) 
.. Lupton, Chuck. 2003. The Financial Impact of Fetal Alcohol Syndrome. Fetal Alcohol Spectrum Disorders Center for Excellence. http:f/fasdcenter.samhsa.gov/ Products/s;ost.aspx 

3601 C Street, Suite 740, Anchorage, AK 99503 
Phone (907) 269-8990 · Toll Free (888) 269-8990 · Fax (907) 269-8995 
http://dhss.alaska.gov/gcdse www.facebook.com/GCDSE 



GOV ERNOR BILL WALK ER 

March 2, 2016 

T he Honorable Senator Anna MacKinnon 
Co-Chair, Senate Finance Committee 
State Capi tol Room 532 
J uneau, r\ K 99801 

Dear Senator MacKinnon, 

Department of Commerce, Community, 
and Economic Development 

DIVISION Of CORPORA flONS, BUSINESS AN D 
PRO FFSSIONAL LI CENSING 

r .o Rox ; I0,0.06 
Jtll ,l':CU. Ak'1,ku 99t! I 1-0806 

Mo;n. '107.46:i.2550 
I nx 91}.:' 4o5 'J'll 4 

The following are questions that have arisen and/ or concerns with the POMP portion of the above bill: 

The effective date and authority to adopt regulations should extend to all responsible agencies. 

ISSUE: The effective date of January 1, 2017, docs not allow enough time for the Board of 
Pharmacy to adopt regulations, struclure the program, notify licensees, and issue a new contract for 
the database expansion. July 1, 2017, is the earliest this could possibly be accomplished without 
harming the public or licensees. The Department and other boards must be provided with the ability 
to adopt regulations prior to the effective date, if needed. 

SOLUTION: Change the effective date to July 1, 2017, or later. Add the Department of Commerce, 
Community, and Economic Development, Board of Dental Examiners, Board of Nursing, Board of 
Examiners in Optometry, Board of V ctcrinary Examiners, and the State Medical Board to Sec. 29 (b). 

Funding source for PDMP expansion is inequitable. 

ISSUE: 'Ibe PDMP is cuxrently funded by a five-year federal grant through DHSS. This grant is not 
adequate to cover the expansion of service included in this bill, and the fiscal note does not include 
base funding for tl1e PDMP should grant funds cease to be available. While it is the intent of the 
Department to continue to seek federal grant funds to cover the costs of this program, additional 
sources have not yet been awarded. In order to receipt the funds required to accomplish the 
requirements of the bill, the Department must be autl1011zed to charge a fee for database registration. 
Without this authority, the licensees of the Board of Pharmacy will be left to cover this cost. 

SOLUTION: The Department will need explicit authority to charge a fee for registration so tl1at the 
cost of the program does not become the sole responsibility of licensees of the Board of Pharmacy. 
This language will need to allow the fee to be receipted before the effective date of tl1e law if 
dispensers and practitioners are to be registered on the effective date. 

Veterinarians currendy have prescriptive authority. 

ISSUE: Veterinarians will be required to register under proposed AS 17 .30.200( o ). However, the bill 
does not specifically enumerate tl,em in AS 17.30.200(p). Further, the requirement in AS 
l 7.30.200(p) for the Board of Pharmacy to notify the otl,er boards when their licensees register is an 
onerous and redundant requirement since the division administers all of these programs. 

SOLUTION: Omit AS 17.30.200(p). 



Senator MacKinnon 
SB 74 
Page2 

How can registration with the PDMP be easier for users? 

A notarized signature page is the best means of verifying user identity and providing only those 
prescribers and practitioners with genuine credentials access to this sensitive data. It is done once, at 
the time the account is established. The personal identification verification will become even more 
critical if the system is opened up to delegate accounts for trusted assistants of dispensers and 
practitioners. Because this is HIP AA-protected information, it is critical that identity verification is 
acquired for access to the database. 

The Division continues to explore options to make it easier for PD1vIP users to register. One 
possible option includes linking data from the existing Division licensing database with the PDMP 
software to verify credentials. However, it is premature to confirm this as a possible solution. 

Does the PDMP Software have an Application Program Interface (AP/) that electronic medical 
system providers can utib"ze to upload the required data to the database? 

The new PD.MP software vendor, APRISS, has the capability and has been providing it in some 
circumstances. The Gateway module is included in the current contract, however, individual entities 
would be required to pursue the capability with the vendor at a cost to the entity. Legislative 
authority is needed to permit delegate reporting in this manner. 

We hope this helps to answer some of the questions posed in committee and effectively express the 
Division's concerns about the bill. If you or any members of the committee have further questions or require 
additional information about anything provided here, please contact DCCED Special Assistant Micaela 
Fowler at 465-2503. 



Tom Chard 
Executive Director 
Alaska Behavioral Health Association (ABHA) 

P.O. Box 32917 Juneau, Alaska 99803 
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Senator Anna MacKinnon 

Co-Chair, Senate Finance 

Chair, Senate Medicaid Reform Committee 

State Capitol Room 516 

Juneau AK, 99801 

28 February 2016 

Re: Eliminating the Grant Requirement for Behaviora l Health Services 

Senator MacKinnon, 
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The Alaska Behavioral Health Association (ABHA) is the trade organization representing behavioral health 

providers in the State of Alaska . With leadership from over 50 community mental health and substance abuse 

treatment providers across the state, we offer a diverse perspective with the common interest of providing access 

to the best quality, cost-effective behavioral health treatment available. 

ABHA has advised that the decision to remove the requirement to be a grantee of the State to be able to be 

reimbursed by Medicaid for the provision of behavioral health treatment services would benefit from further 

deliberation . The requirement has been in Alaska statute for decades. The law has been fundamental in shaping 

our current behavioral health system of care. Reversing this longstanding statutory requirement will have 

unintended consequences. 

Since the idea was first proposed last year, there has collectively only been a few hours of stakeholder discussions 

between on the decision and its potential impact the Department of Health & Social Services, Division of 

Behavioral Health, and current behavioral health grantees. The Alaska Behavioral Health Association has urged 

more thorough consideration of the proposal to remove the grant requirement since the idea was first introduced 

in order to help identify any unintended consequences resulting from the decision. 

ABHA is not opposed to the provisions. The primary motivation attributed to the provisions to remove the grant 

requirement is to increase access to behavioral health treatment services. ASHA believes that if the provision is 

enacted carefully and with considerat ion, it will likely achieve that goal. We are concerned about some of the 

other likely impacts of eliminating the grant requirement and would like to do everything possible to avoid or 

mitigate any unintended negative impact. We appreciate the opportunity to raise some of the concerns that have 

been identified to the Committee for deliberation and guidance. 
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The Alaska Behavioral Health Association tried to identify some of the more likely impacts of this change on our 

system of care and, more importantly, on individuals' ability to access quality, cost effective behavioral health 

treatment services. We recognize that some of the changes that will result from this legislation will undergo 

additional public scrutiny through the regulatory process, that some of the detail of potential impact is most 

appropriately addressed in regulation, and that the reform process is iterative. We stand committed to continuing 

our support of this process and its goal to improve access to quality, cost-effective behavioral health treatment 

services. 

Deliberation among providers has focused on a few key consequences. First, we believe that eliminating the grant 

requirement may unintentionally limit access to treatment for individuals with severe disorders that require 

expensive, highly-specia lized treatment services. Second, acknowledging that the current behavioral health 

system is too heavily weighed down by administrative requirements and process management, we believe some 

standards need to be in place to ensure quality care and the value of public expenditures on health care for 

Alaskans. 

The Alaska Behavioral Health Association recognizes that t his discussion should have happened much earlier in 

this process and shares in the res ponsibility to have made that happen . We appreciate the Committee's 

indulgence to have this discussion at this stage in the process and do not want to hinder the Committee's 

progress on Medicaid reform or Senate Bill 74. Therefore, we respectfully propose the following. Without the 

benefit of more thorough deliberation among stakeholders to identify possible negative unintended 

consequences and potential resolutions, the Alaska Behavioral Health Association believes that simply mirroring 

language found in section 19 of the bill in sect ions 22 and 23 will help safeguard against pursuing access to 

treatment at the expense of quality or cost-effectiveness. 

Section 19 (e)(4) of CSSB74\V recognizes the important balance between access, quality, and cost by 

including a requirement that the demonstration project under the 1115 waiver should " ... ensure access 

to health care without reducing the quality of care ." ABHA bel ieves that mirroring that same 

requ irement in sections 22 and 23 may help avoid any potentially negative unintended consequences 

resulting from eliminating the grant requirement. 

The Alaska Behavioral Health Association sincerely appreciates all the efforts you and your committee have put 

into this as well as our sincere gratitude for taking the time to consider this provision in the legislation more 

carefully. 

With respect, 

Tom Chard 

Alaska Behavioral Health Association (ABHA) 
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Tom Chard 
Executive Director 
Alaska Behavioral Health Association (ABHA) 
P.O. Box 32917 Juneau, Alaska 99803 
(907 /toll-free 855) 523-0376 
tom.abha@gmail.com 

Senator Anna MacKinnon 

Co-Chai r, Senate Finance 

Chai r, Senate Medicaid Reform Committee 

State Capitol Room 516 

Juneau AK, 99801 

01 March 2016 

Re : Lifting the Grant Requirement for Behavioral Health Services 

Senator MacKinnon, 
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The Alaska Behavioral Health Association (ABHA) is a member-driven, non-profit representing over 50 member organizations 

including both tribal and non-tribal publicly funded, private corporations that span the system of care from infants to the 

elderly, in urban and rural settings across Alaska . The Association was formed in 1996 to help improve the delivery of 

substance abuse and mental health treatment services in Alaska . 

The behavioral health providers sincerely appreciate the Committee's ongoing efforts and the attention paid to reforming 

Alaska's Medicaid system. We are especially thankful for the invitations we have received to participate throughout the 

development of the reform recommendations. 

The Alaska Behavioral Health Association (ABHA) has provided testimony to the Senate Medicaid Reform Committee on 

February 12th, as well as testimony to Senate Finance on February 25th and 29th. We have submitted written testimony on 

February 24 th and 28 th
. 

The purpose of our testimony has been to inform the decision to eliminate the grant requirement to be reimbursed by 

Medicaid for behavioral health services in Alaska found in sections 22 and 23 of CSSB74\ V. Our latest recommendation 

submitted to the Committee for their consideration was to mirror language found in section 19 of the bill for sections 22 and 

23 to help ensure a good balance between access, quality, and cost-effectiveness. We understand that recommendation 

might be problematic because those particular sections of the bill amend the definition of clinic and rehabilitative services and 

that the proposed consideration might be more appropriately suited for a different section of the statute. 

Section 19 contemplates amending A.S. 47.07.36 by adding a new redesigned service delivery structure for behavioral health 

services using an 1115 waiver. There is broad agreement in the goal that increasing cost-effective access to quality treatment 

will benefit Alaskans. That particular section of the statute is focused on cost containment measures authorized . The 

expectation is that any changes considered to accessing treatment services, or changes to the quality of the treatment 

standards we pay for with public funds, be considered in light of their cost-effectiveness. These three are inextricably 

intertwined . We respectfully recommend to the Committee that they might express the pursuit of this "triple aim" in section 

19 of the bill, not just for the 1115 waiver, but as an established consideration for the entire behavioral treatment system. 



Specifically, we are asking that t he Committee consider amending A.S. 47.07.36 to explicitly require consideration of access, 

quality, and cost-effectiveness in cost containment. Perhaps, the least obstruct ive way to include the recommendation might 

be to amend A.S. 47.07 .36 to read : 

(b) The department , 
reasonable steps to 

in impl ementing this section, shall 
implement cost containment measures 

take all 
that do 

c o nsider cost-effectiveness , access to services , and quality of 
services , but that do not eliminate program eligibility or the scope 
of services required or authorized under AS 47 . 07 . 020 and 47 . 07 . 030 
before implementing cost containment measures under (c) of this 
section that directly affect program eligibility or coverage of 
services . 

The Alaska Behavioral Health Association (ABHA) continuously strives to improve the efficiency and effectiveness of 

behavioral health treatment services in Alaska. Please feel free to contact us if there is any additional information that would 

be helpful to you as you consider this important provision. 

Sincerely, 

Tom Chard 

Alaska Behavioral Health Association (ABHA) 



Doniece Gott 

From: Erin Sh ine 
Sent: 
To: 

Wednesday, March 02, 2016 8:02 AM 
Doniece Gott 

Subject: FW: Comments on SSSB 74 (FIN) 

From: ash leyreed@gci.net [mailto:ashleyreed@gci. net] 

Sent: Tuesday, March 01, 2016 4:33 PM 

To: Sen . Anna MacKinnon <Se n.Anna.MacKinnon@akleg.gov> 
Subject: Fw: Com ments on SSSB 74 (FIN) 

Senator -

Please find below a few constructive comments from Geneva Woods Medical on SB 74. My apologies for not 
getting them to you sooner. 

Regards, 

Ashley Reed 
907. 229. 4049 
Sent via BlackBerry by AT&T 

From: Dan Afrasiabi <dan.afrasiabi@genevawoods.com> 
Date: Wed, 2 Mar 2016 00:59:07 +0000 
To: ashleyreed@gci.net<ashleyreed@gci .net> 
Cc: Tom Gimple<tom.gimple@gmail.com>; Gabriel Kompkoff<Gabriel.Kompkoff@chugach.com>; Jonathon 
B Rubini<jrubini@jlproperties.com> 
Subject: Comments on Proposed Bill 

Ashley, 

As you know, Geneva Woods employs over 250 Alaskans and is a critical component of community-based care 
thought the state. We have reviewed the proposed bill and agree with the vast majority of the themes 
presented and the potential to improve health care results for Alaskans while reducing costs. However, as they 
say, "the devil is in the details". Upon review of the details with from an objective perspective, a few very 
serious problems become manifest. Below, I have outlined 3 of these issues, and have proposed reasonable 
language that achieves the State ' s objectives, without creating an unreasonable and untenable burden on the 
industry in Alaska. 

• Section 8 proposes that AS 17.30.200(k) be amended. The requirement that a pharmacist check the 
database prior to dispensing any class of controlled substance is not realistic. While the intention here 
is good, we do not believe anyone truly appreciates the burden this puts on pharmacies, when all 
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classes of Scheduled medication (including Class V) are included. For example, many prescription 
sleeping tablets that are routinely prescribed by any provider fall in the Class V category. As such, the 
regulatory burden that such a heavy requirement places on the pharmacist is truly not necessary in 
order to achieve the policy goals of the State (with which we completely agree). As such, we propose 
that the requ irement be limited to Class IIA drugs, which are the subject of the concern. 

Proposed language: "(4) that a pharmacist or practitioner shall access the database to check a patient's 
prescription records before dispensing, prescribing, or administering a Schedule I/A controlled substance to the 
patient." 

• Section 12 proposed to amend AS 47.05.015 to clarify the department ' s ability to enter into a 
competitively bid contract for durable medical equipment. We concur with the clarification, but believe 
it must be to a company serving Alaskan patients in all aspects of durable medical equipment. If select 
portions of service are allowed to be removed, with only very low or negative margin services 
remaining, providers will be forced to stop providing those services, negatively impacting 
Alaskans. This is a simple policy issue; There is simply no way that the State can expect Alaskan 
companies to be left with a few crumbs, while still being able to serve the needs of the residents, whi le 
the high volume items are outsourced to an out-of-state provider. 

Proposed language: "(e) Notwithstanding (c) of this section, the department may enter into a contract 
with an Alaska-based Medicaid and Medicare-enrolled provider through the competitive bidding process ... " 

• Section 16 proposes to amend AS 47.05 by adding a new section, AS 47.05.235. For a company of any 
size and complexity, let alone a company of our size, the requirement to annually review every claim in 
onerous and frankly beyond the scope of reasonableness. We understand and appreciate what the 
state wants to accomplish. We already get hit with audits on virtually a weekly basis and are forced to 
have a full compliance department just for that purpose. If the State now wants to place an additional 
burden that requires us to audit every single claim, it simply becomes an untenable situation. 

Proposed language: "(a) An enrolled medical assistance provider shall conduct a reasonable review 
of claims submitted to the department. . . " 

• Section 17 proposes to amend AS 47.05 by adding new section 47.05.270 requiring the adoption of 
regulations to design and implement the medical assistance reform program. The proposed language 
is intended to maximize the benefit that pharmacy initiatives can add to the program. Again, we full­
heartedly support the shift to policies that produce better outcomes, better care, and lower costs. In 
fact, we want to expand this language to include pharmacy services that have an absolutely irrefutable 
lOxl return on ROI, relative to lower hospitalization, lower readmissions and better overall health 
outcomes. As such, we propose the addition of the following language: 

Proposed language: "(a)(6) pharmacy initiatives, including paid Comprehensive Medication Review, 
use of pharmacy transitional services by hospitals, and other services with a proven record of reducing 
hospitalization and readmissions" 
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There are a number of other punitive, and frankly on the face of it, potentially unconstitutional provisions. For 
example, the state is requesting to be given the right to freeze assets on the mere suspicion of overpayment or 
fraudulent activity. To us, this seems like a very heavy-handed power that has the potential for abuse in the 
future . Furthermore, the state wants to request penalties, in addition to standard costs and recoveries of audits, 
in cases of overpayment. Again, it seems to us that this provision has the potential for future problems. 

Having said that, our main focus remains on the four items listed above. Please let me know if I can further 
explain any of these issues. 
Thanks, 
Dan 

Dan Afrasiabi I CEO I Geneva Woods Pharmacy, Inc. 
501 West International Airp01t Rd. Suite IA I 
Anchorage, AK 995 18 

P: 907.565 .61071 M: 714.269.7579Idan.afrasiabi@genevawoods.com1www.genevawoods.com 

GenevaWoods~ 
PHARMACY · HEALTH · HOME 

**Confidentiality Notice: Information contained in this electronic transmission or email may contain private 
and confidential material, protected health information and/or trade secret materials for the sole use of the 
individual named above. If you are not the intended recipient, you are hereby notified that any disclosure, 
copying or distribution of the information or the taking of any action with regard to the contents of this 
transmission is strictly prohibited. Please notify us immediately by telephone at 1(800)478-0005 so that we can 
arrange for the return of this material at no cost to you. For more information on HIPAA compliance and 
safeguards within email, please visit: HIPAA policy on EMAIL** 
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THE STATE 
01ALASKA 

GOVERNOR BILL WALKER 

February 26, 2016 

Senator Anna MacKinnon, Co-Chair 
State Capito l, Room 516 
Juneau, Alaska 99801-1182 
Phone: (907) 465-3777 
Sen.Ann a.MacKinnon@ akleg.gov 

Senator MacKinnon and Senator Kelly : 

Department of 
Health and Social Services 

Senator Pete Kelly, Co-Chair 
State Ca pit ol, Room 518 
Juneau, Alaska 99801-1182 
Phone: (907) 465-3709 
Sen.Pete.Kelly@akleg.gov 

Offi ce of the Commission er 
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Thank you for the opportunit y to provide written recommendations and feedback for consideration by 
the Senate Finance Comm ittee for CSSB74. 

1. Prescription Drug Monitoring Program 

• Two spots reference "on a weekly basis" 
o Section 4, Page 11, Line 8 
o Section 9, Page 14, Line 22 

• For th e committee's consideration: The Department recommends "on at least a weekly basis" 

2. Duty to identify and repay self-identified overpayments 

• Section 16, Page 17, Lines 14-15 
"An enrolled medical assistance provider shall conduct at least one annual review or audit of all claims 
submitted to t he department..." 

• For the committee's consideration: "Unless a provider is being audited under 47.05.200(a). an enrolled 
medical assistance provider shall conduct a biennial review or audit of a statistically valid sample of 
claims submitted to the department..." 

3. Language Clarification 

• Section 17, Page 20, Lines 18 - 19 

• For the committee's consideration: The Department recommends adding " based on evidence based 
pract ice ." 

o Gu idelines for healt h care providers to develop health ca re delivery models based on evidence 
based practice that encourage wellness and disease prevent ion . 



4. Report to the Legis lature 

• Section 17, Page 22, Lines 8 - 9 
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"the percentage increase or decrease in average state general fu nd spending for each medical assistance 
recipient compared to the previous fiscal year 

• For the committee's co nsideration : The department recommends deleting the word "each ." 

5. Case management for recipient s with multiple hospita lizations 

• Section 18, Page 22, Line 29 t hrough Page 23, Line 1 
• For the committee's consideration: "the department shall requ ire recipients w ith multiple 

hospitalizations t o enrol l in a primary care case management system or with a managed care 
organization except for recipients with conditions that may necessitate multiple hospitalizations under 
this su bsection" 

6. Coordinated Care Demonstration Projects 

• Section 20, Page 25, Lines 21 - 23 
• For the committee's considerat ion : The department recommends adding, "and annually thereafter," 

"The department shall request proposals for projects under this section on or before December 31, 

2016, and annually thereafter, and may use an innovative procurement process as described under AS 

36.30.308." 

7. Language Suggestion 

• Sect ion 22, Page 28, Lines 20 - 24 
• For t he comm ittee's considerat ion : The department recommends using t he language from CSSB78 in 

Section 13, Page 17, Lin es 19 - 23 

8. Language Suggestion 

• Section 23, Page 28, Lines 25 through Page 29, Line 1 
• For the committee's consideration : The department recommends using the language from CSSB78 in 

Section 13, Page 17, Lines 24 - 31 

9. Implement Federal Policy on Tribal Medicaid Reimbursement 

• Section 25, Page 30, Lines 1 - 16 
• To more accurately describe the process, the department recommends the following : 

o Section 25, Page 30, Line 9: states "adopts a final rule updating its policy" 
For the committee's consideration : The Department recommends "issues a final policy" 

o Section 25, Page 30, Line 16: states "fully implement the rule in the st ate" 
For the committee's consideration : The department recommends "fully implement the .P.Q.lify in 
the state" 
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• For the committee's consideration : The Centers for Medicare and Medicaid Services (CMS) issued the 
final policy on February 26, 2016. Implementation may need to be addressed through the effect ive date 
clause. 

10. Dates in the bill 

• Section 17, Page 21, Line 10: "On or before October 15" 

o For the committee's considerat ion: The department recommends, "On or before November 15" 
• Section 20, Page 27, Lines 18 & 20: "June 30" 

o For the committee's consideration: The department recommends, "November 15" 
• Section 21, Page 28, Line 17: "On or before October 15" 

o The department recommends, "On or before November 15" 

Thank you fo r the opportunity t o provide comments. 

ill~ 
Valerie Davidson 
Commissioner 

Department of Health & Social Services 
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DEPARTMENT OF HEALTH AND HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop S2-26-12 
Baltimore, MD 21244-1850 

February 26, 2016 

Dear State Health Official: 

CENTER fOR MEDICAID & CHIP SERVICES 

SHO #16-002 

Re: Federal Funding for Services "Received 
Through" an !HS/Tribal Facility and Furnished 
to Medicaid-Eligible American Indians and 
Alaska Natives 

The purpose of this letter is to inform state Medicaid agencies and other state health officials 
about an update in payment policy affecting federal funding for services received by Medicaid­
eligible individuals, who are American Indians and Alaska Natives (AI/AN) through facilities of 
the Indian Health Service (IHS), whether operated by IHS or by Tribes. As described in this 
letter, !HS/Tribal facilities 1 may enter into care coordination agreements with non-IRS/Tribal 
providers to furnish certain services for their patients who are AI/AN Medicaid beneficiaries, and 
the amounts paid by the state for services requested by facility practitioners in accordance with 
those agreements would be eligible for the enhanced federal matching authorized under section 
1905(b) of the Social Security Act at a rate of 100 percent. Upon execution of a written care 
coordination agreement, this will be effective immediately for states for the expenditures for 
services furnished by non-IRS/Tribal providers to AI/AN Medicaid beneficiaries who are 
patients of an !HS/Tribal facility acting under such agreement, as described below. This update 
in payment policy is intended to help states, the IHS, and Tribes to improve delivery systems for 
AI/ AN s by increasing access to care, strengthening continuity of care, and improving population 
health. 

Background 

The IHS, a federal agency within the Department of Health and Human Services, is responsible 
for furnishing comprehensive, culturally-appropriate health services to almost 2.2 million 
AI/ANs who are eligible for services from the IHS, per regulations at 42 CFR Part 136. To 
achieve this goal, IHS operates its own hospitals and clinics and partners with Tribes as 
authorized by the Indian Self-Determination and Education Assistance Act, P.L. 93-638, as 
amended. The IHS also provides funding for Urban Indian Health Organizations to operate 
Urban Indian Health Programs (UIHPs) under title V of the Indian Health Care Improvement 
Act, P.L. 94-437, as amended. The IHS, Tribes, and UIHPs operate health programs in 36 
states.2 

1 For purposes of this document, Tribal facilities are facilities that are operated by Tribes and Tribal organizations 
under the Indian Self-Determination and Education Assistance Act, P.L. 93-638. 

2 As of the date ofthis SHO, the states are: AL, AK, AZ, CA, CO, CT, FL, ID, IL, IN, IA, KS, LA, ME, MD, MA, 
MI, MN, MS, MT, NE, NV, NM, NY, NC, ND, OK, OR, RI, SC, SD, TX, UT, WA, WI, and WY. This list is 
subject to change. 
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AI/ANs who meet the eligibility requirements for the Medicaid program·in the state in which 
they reside are entitled to Medicaid coverage, whether or not they are eligible for services from 
IHS. II-IS-eligible AI/ANs who are also Medicaid beneficiaries may choose to receive, covered 
services from an IHS facility, a Tribal facility, a UIHP, or from any other provider participating 
in a state's Medicaid program. 

Under section 1905(b) of the Social Security Act, the federal government is required to match 
state expenditures at the Federal Medical Assistance Percentage (FMAP) rate, which is 100 
percent for state expenditures on behalf of AI/AN Medicaid beneficiaries for covered services 
"received through" an Indian Health Service facility whether operated by the Indian Health 
Service or by a Tribe or Tribal organization (as defined in section 4 of the Indian Health Care 
Improvement Act)." If services are not "received through" an !HS/Tribal facility, the federal 
government will match the state's payment for the services at the state's regular FMAP rate, 
which in FY 2016 ranges from 50.00 percent to 74.17 percent. 

Our long-standing interpretation of this statutory provision as reflected in sub-regulatory 
guidance, 3 Departmental Appeals Board decisions, 4 and federal court decisions, 5 has been that 
100 percent FMAP is available for amounts expended for services under the following 
circumstances: 

(1) The service must be furnished to a Medicaid-eligible AI/AN; 
(2) The service must be a "facility service" - i.e., within the scope of services that a facility 

( e.g., inpatient hospital, outpatient hospital, clinic, Federally Qualified Health 
Center/Rural Health Clinic, nursing facility) can offer under Medicaid law and 
regulation; 

(3) The service must be furnished by an II-IS/Tribal facility or by its contractual agent as part 
of the facility's services; and 

(4) The II-IS/Tribal facility must maintain responsibility for the provision of the service and 
must bill the state Medicaid program directly for the service. 

Last year, the Centers for Medicare & Medicaid Services (CMS) announced it was strongly 
considering re-interpreting the statutory language to expand the services it considers "received 
through" an II-IS/Tribal facility and eligible for the 100 percent FMAP. Specifically, in October 
2015, we posted on the CMS Medicaid.gov website a Request for Comment, in which we sought 
comments on a proposal to re-interpret the statutory language providing 100 percent FMAP for 
"services received through an IHS facility" by: (1) Modifying the scope of services eligible for 
enhanced FMAP; (2) Expanding the meaning of contractual agent to be an enrolled Medicaid 
provider that provides services that are identified in the state's approved Medicaid plan and are 
arranged for and overseen by the II-IS/Tribal facility; and (3) Increasing the flexibility for billing 
arrangements so that IRS/Tribal facilities or their contractual agents could bill Medicaid directly 

3 Memorandum of Agreement (MOA) between IHS and HCFA (July 11 , 1996); HCFA Memorandum to Associate 
Regional Administrators (May, 1997). 
4 North Dakota Dept. of Human Services, DAB No. 1854 (2002); South Dakota Dept. of Social Services, DAB No. 
1847 (2002); Arizona Health Care Cost Containment System, DAB No. 1779 (2001); Alaska Department of Health 
and Social Services, DAB No. 1919 (2004). 
5 North Dakota ex. Rel. Olson v. Centers for Medicare & Medicaid Services, 403 F.3d 537 (8th Cir. 2005); Alaska 
Department of Health & Social Services v. Centers for Medicare & Medicaid Services, 424 F. 3rd 931 (9th Cir. 
2005); Arizona Health Care Cost Containment System v. McClellan, 508 F.3rd 1243 (9th Cir. 2007). 
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for services. CMS received 182 comments from 91 commenters including Tribes, Tribal 
organizations, Urban Indian Health Organizations, states, and other stakeholders. We have 
reviewed and considered those comments in establishing this new policy interpretation. 

Permitting a Wider Scope of Services 

In this letter, we are re-interpreting the scope of services considered to be "received through" an 
II-IS/Tribal facility. Under our previous interpretation, in order to be "received through" an 
II-IS/Tribal facility, and therefore, qualify for 100 percent FMAP, the service had to be a "facility 
service." By that, we meant that it had to be within the scope of services that a Medicaid facility 
of the same type (e.g., inpatient hospital, outpatient hospital, clinic, Federally Qualified Health 
Center/Rural Health Clinic, nursing facility) can provide under Medicaid law and regulation. 
Under our new interpretation, as described more fully below, the scope of services that can be 
considered to be "received through" an II-IS/Tribal facility for purposes of 100 percent FMAP 
includes any services that the II-IS/Tribal facility is authorized to provide according to IHS rules, 
that are also covered under the approved Medicaid state plan, including long-term services and 
supports (LTSS). Medicaid coverable benefit categories include all 1905(a), 1915(i), 19150), 
1915(k), 1945, and 1915(c) services set forth in the state plan, as well as any other authority 
established in the future as a state plan benefit. 

This scope of service change also applies to transportation that is covered as a service under the 
state Medicaid plan. Under regulations at 42 CPR 440.170(a), a state can elect to cover 
transportation and other related travel expenses determined necessary to secure medical 
examinations and treatment for a beneficiary. Related travel expenses include the cost of meals 
and lodging en route to and from medical care, and while receiving medical care, as well as the 
cost for an attendant to accompany the beneficiary, if necessary. Covered transportation services 
can include both emergency medical transportation and non-emergency medical transportation. 

Medicaid Beneficiary and !HS/Tribal Facility Participation is Voluntary 

This new interpretation does not provide authority for states to require any AI/ AN Medicaid 
beneficiary to receive services through an II-IS/Tribal facility. Nothing in this letter affects the 
entitlement of AI/ AN Medicaid beneficiaries to freedom of choice of provider under section 
1902(a)(23) of the Social Security Act. State Medicaid agencies may not, directly or indirectly, 
require AI/ANs who are eligible for Medicaid to receive covered services from II-IS/Tribal 
facilities for the purpose of qualifying the cost of their services for 100 percent FMAP. 
Similarly, neither state Medicaid agencies nor II-IS/Tribal facilities may require an Al/AN 
Medicaid beneficiary to receive services from a non-II-IS/Tribal provider to whom the facility 
has referred the beneficiary for care. Nor can a state delay the provision of medical assistance by 
requiring that beneficiaries initiate or continue a patient relationship with the II-IS/Tribal facility. 
Finally, federal Medicaid law does not require either II-IS/Tribal facilities or non-II-IS/Tribal 
providers to enter into the written care coordination agreements described in this SHO. 
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Request for Services In Accordance With a Written Care Coordination Agreement 

In this letter, CMS also revises its interpretation to provide that a service may be considered 
"received through" an !HS/Tribal facility when an !HS/Tribal facility practitioner requests the 
service, for his or her patient, from a non-IHS/Tribal provider (outside of the !HS/Tribal facility) , 
who is also a Medicaid provider, in accordance with a care coordination agreement meeting the 
criteria described below. The purpose of this revised policy interpretation is to enable 
!HS/Tribal facilities to expand the scope of services they are able to offer to their AI/ AN patients 
while ensuring coordination of care in accordance with best medical practice standards. 

A covered service will be considered to be "received through" an !HS/Tribal facility not only 
when the service is furnished directly by the facility to a Medicaid-eligible AI/ AN patient, but 
also when the service is furnished by a non-IRS/Tribal provider at the request of an !HS/Tribal 
facility practitioner on behalf of his or her patient and the patient remains in the Tribal facility 
practitioner' s care in accordance with a written care coordination agreement meeting the 
requirements described below. Under this policy, both the !HS/Tribal facility and the non­
IHS/Tribal provider must be enrolled in the state's Medicaid program as rendering providers. 
Second, there must be an established relationship between the patient and a qualified practitioner 
at an !HS/Tribal facility. Third, care must be provided pursuant to a written care coordination 
agreement between the !HS/Tribal facility and the non-IRS/Tribal provider, under which the 
!HS/Tribal facility practitioner remains responsible for overseeing his or her patient' s care and 
the !HS/Tribal facility retains control of the patient's medical record. 

A non-IHS/Tribal provider from which an !HS/Tribal facility practitioner could request services 
could include an Urban Indian Health Organization that participates in Medicaid, or any other 
Medicaid-participating provider. Furthermore, the relationship between the !HS/Tribal facility 
practitioner and the patient could be based on visits, including the initial visit, through telehealth 
procedures that meet state and/or IHS standards for such procedures, if the !HS/Tribal facility 
has that capacity6. 

A self-request by the beneficiary, or a request from a non-IRS/Tribal provider, does not suffice 
for purposes of 100 percent FMAP; in such circumstances, the non-IHS/Tribal provider could 
furnish the service and bill the state Medicaid program, but the state expenditure for the service 
would not qualify for 100 percent FMAP. Similarly, the non-IHS/Tribal provider may refer the 
facility patient to another non-IHS/Tribal provider; however, if the patient receives a covered 
service from that other provider without a request from the !HS/Tribal facility practitioner, or the 
!HS/Tribal facility practitioner does not remain responsible for the patient' s care, the state 
expenditure for the service would not qualify for 100 percent FMAP. 

At a minimum, care coordination will involve: 

(1) The !HS/Tribal facility practitioner providing a request for specific services (by 
electronic or other verifiable means) and relevant information about his or her patient to 
the non-IHS/Tribal provider; 

6 Or as specified in a demonstration project authorized under section 1637 of the Indian Health Care Improvement 
Act. 
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(2) The non-II-IS/Tribal provider sending information about the care it provides to the 
patient, including the results of any screening, diagnostic or treatment procedures, to the 
!HS/Tribal facility practitioner; 

(3) The !HS/Tribal facility practitioner continuing to assume responsibility for the patient's 
care by assessing the information and taking appropriate action, including, when 
necessary, furnishing or requesting additional services; and 

(4) The !HS/Tribal facility incorporating the patient' s information in the medical record 
through the Health Information Exchange or other agreed-upon means. 

Written care coordination agreements under this policy could take various forms, including but 
not limited to a formal contract, a provider agreement, or a memorandum of understanding and, 
to the extent it is consistent with !HS authority, would not be governed by federal procurement 
rules. The !HS/Tribal facility may decide the form of the written agreement that is executed with 
the non-II-IS/Tribal provider. 

Medicaid Billing and Payments to Non-IHS/Tribal Providers 

For services provided to Medicaid-eligible AI/AN beneficiaries that are rendered by a non­
IHS/Tribal provider in accordance with a written care coordination arrangement, there are 
several options regarding how those services may be billed to Medicaid . 

The first option is for the non-II-IS/Tribal provider to bill the Medicaid agency directly. If the 
non-II-IS/Tribal provider bills the state Medicaid program directly, the provider would be 
reimbursed at the rate authorized under the Medicaid state plan applicable to the provider type 
and service rendered. To support the application of the 100 percent FMAP, the state should 
ensure that claims include fields that document that the item or service was "received through" 
an !HS/Tribal facility. When a non-lliS provider bills a state directly, the state's payment rate 
for a covered service furnished by a non-lliS/Tribal provider to an AI/AN Medicaid beneficiary 
under a written care coordination agreement must be the same as the rate for that service 
furnished by that provider to a non-AI/ AN beneficiary or to an AI/ AN beneficiary who self­
refers to the provider. Similarly, a state agency cannot establish one rate for services furnished 
by the facility to AI/ AN beneficiaries and another for the same services provided by that facility 
to non-AI/AN Medicaid beneficiaries. 

A second option is for the IHS or Tribal facility to handle all billing. In that case, the !HS/Tribal 
facility would have to separately identify services provided by non-lliS/Tribal providers under 
agreement that can be claimed as services of the !HS/Tribal facility ("!HS/Tribal facility 
services") from those that cannot. Inpatient services that are furnished by non-IHS providers 
outside of !HS/Tribal facilities could never be claimed as !HS/Tribal facility services. For !HS, 
other services provided by non-IHS providers outside of an lliS facility generally cannot be 
claimed as !HS facility services. Tribal facilities generally may have more flexibility than !HS 
and should consult with their state to determine the circumstances in which other services 
provided by non-Tribal providers can be claimed as Tribal facility services. The circumstances 
under which Tribal facilities may claim services as their own are the same as those that apply for 
other similar facilities in the state (e.g., inpatient or outpatient hospitals, nursing facilities, 
Federally Qualified Health Centers, etc.). Services that can properly be claimed as !HS/Tribal 
facility services may be billed directly by the !HS/Tribal facility and are paid at the applicable 
Medicaid state plan !HS/Tribal facility rate. For all other services provided by non-II-IS/Tribal 
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providers, IRS or the Tribe could bill for these services as an assigned claim by that provider and 
the payment rate would be the state plan rate applicable to the furnishing provider and the 
service, not the applicable Medicaid state plan IRS/Tribal facility rate. These s~rvices are still 
eligible for the 100 percent FMAP, provided other requirements have been met. 

The billing arrangement should be reflected in the written agreement between the IRS/Tribal 
facility and the non-IRS/Tribal provider. Payment methodologies for facility services furnished 
by both the IRS/Tribal facility and rate methodologies paid to non-IRS/Tribal providers must be 
set forth in an approved state Medicaid plan. Payment rates can reflect the unique access 
concerns in particular geographic areas, or with respect to certain types of providers. However, 
rates may not vary based on the applicable FMAP. States should review existing state plans to 
ensure compliance with the policy articulated in this letter. 

Managed Care 

The discussion above assumes that the Medicaid-eligible Al/ AN has "received [services] 
through" the IRS/Tribal facility on a fee-for-service basis. In some cases, however, Medicaid­
eligible AI/ANs may be enrolled in a risk-based Medicaid managed care organization (MCO), 
prepaid inpatient health plan (PIHP), or prepaid ambulatory health plan (P AHP), in which case 
the state Medicaid agency is making monthly capitation payments on behalf of the AI/ AN 
enrollee to the MCO, PIHP, or PAHP. The state may claim 100 percent FMAP for the portion 
of the capitation payment attributable to the cost of services "received through" an IRS/Tribal 
facility if the following conditions are met: 

(1) The service is furnished to an AI/AN Medicaid beneficiary who is enrolled in the 
managed care plan; 

(2) The service meets the same requirements to be considered "received through" an 
IRS/Tribal facility as would apply in a fee-for-service delivery system and the managed 
care plan maintains auditable documentation to demonstrate that those requirements are 
met; 

(3) The non-IRS/Tribal provider is a network provider of the enrollee' s managed care plan; 
(4) The non-IRS/Tribal provider is paid by the managed care plan consistent with the 

network provider ' s contractual agreement with the managed care plan; and 
(5) The state has complied with section 1932(h)(2)(C)(ii) of the Act consistent with CMS 

guidance. 

States would be permitted to claim the 100 percent FMAP for a portion of the capitation payment 
for AI/ANs who are enrolled in managed care, even though the state itself has made no direct 
payment for services "received through" an IRS/Tribal facility . The portion of the managed care 
payment eligible to be claimed at 100 percent FMAP must be based on the cost of services 
attributable to IRS/Tribal services or encounters received through an IRS/Tribal provider 
meeting the requirements outlined in this section. 

Compliance and Documentation 

To ensure accountability for program expenditures, in states where IRS/Tribal facilities elect to 
implement the policy described in this letter, the Medicaid agency will need to establish a 
process for documenting claims for expenditures for items or services "received through" an 
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IRS/Tribal facility. The documentation must be sufficient to establish that (1) the item or service 
was furnished to an AI/ AN patient of an IRS/Tribal facility practitioner pursuant to a request for 
services from the practitioner; (2) the requested service was within the scope of a written care 
coordination agreement under which the IRS/Tribal facility practitioner maintains responsibility 
for the patient' s care; (3) the rate of payment is authorized under the state plan and is consistent 
with the requirements set forth in this letter; and ( 4) there is no duplicate billing by both the 
facility and the provider for the same service to the same beneficiary. 

Applicability to Section I I I 5 Demonstrations 

State expenditures for services covered under section 1115 demonstration authority are eligible 
for 100 percent FMAP as long as all of the elements of being "received through" an IRS or 
Tribal facility that are described in this SHO are present. 

Relationship Between 100 Percent FMAP for Tribal Services and Other Federal Matching Rates 

The 100 percent FMAP for services "received through" an IRS/Tribal facility is available for 
services provided to AI/ANs as described in this SHO instead of the regular FMAP rate 
described in section 1905(b) of the Act, the newly eligible FMAP rate described in section 
1905(y) of the Act, the enhanced FMAP rate for breast and cervical cancer, or the enhanced rate 
for Community First Choice services. 

We intend to issue additional guidance materials after the release of this SHO. CMS is available 
to work closely with each state to implement the policy established in this state health official 
letter regarding receiving 100 percent FMAP for services " received through" an IRS/Tribal 
facility. If you have any questions regarding this information, please contact 
TribalAffairs@cms.hhs.gov or Kirsten Jensen, Director, Division of Benefits and Coverage, 410-
786-8146. 

cc: 

Sincerely, 
Isl 

Vikki Wachino 
Director 

National Association of Medicaid Directors 

National Academy for State Health Policy 

American Public Human Services Association 

National Governors Association 

Council of State Governments 

Association of State and Territorial Health Officials 



The Alaska Association on Developmental Disabilities 
P.O.Box 241742 

Anchorage , Alaska 99524-1742 

To facilitate a united provider voice for best practices, advocacy, partnerships and networking. ' 

February 26, 2016 

Senator Anna MacKinnon 
State Capital 
Juneau, AK 99801 

Re: Comments on CSSB74 Version V Medicaid False Claims and Reporting Act 2/25/16 

Dear Senator MacKinnon, 

Thank you for the opportunity for our Vice President, Michael Bailey to offer a verbal presentation 
to your committee during the public comment session yesterday. On behalf of AADD, I am 
submitting a written version of the following points we wished to present. 

1. Protections for self-reporting. 

Sec. 16. AS 47.05.235 (b) (pl 7) 

AADD appreciates the added protection against interest or penalties for self-identified overpayments 
following a specific audit that are currently in Sec 16., specifically "The department may not assess 
interest or penalties on an overpayment identified and repaid by a medical assistance provider under 
this section." 

Providers are first line of defense against false claims and fraud against Medicaid. Many providers 
are nationally accredited and have implemented policies designed to prevent false claims and 
maintain integrity of the service delivery system. 

AADD requests that this same language is added to Sec 3. AS 09.58.010 (b) (p3) to read: 

"A beneficiary of an intentional or inadvertent submission of a false or fraudulent claim 
under the medical assistance program who later discovers the claim is false or fraudulent 
shall disclose the false or fraudulent claim to the state nor later than 60 days after 
discovering the false claim. The department may not assess interest or penalties on an 



overpayment self- identified and repaid by a medical assistance provider under this 
section." 

2. Reasonable audit size requirements. 

Sec 16. AS 47.05.235 (a) (pl 7) 

States that the "medical assistance provider shall conduct at least one annual review or audit of all 
claims submitted to the department for reimbursement". 

This requirement wi ll create an onerous administrative burden on providers which is not currently 
paid fo r in the Medicaid rates. AADD recommends an adjustment of language to "at least one 
annual review or audit of a statistically valid sample of all c laims submitted". 

3. Reasonable statute of limitations. 

Sec 1 AS.09.010.075 (p2) 

AADD expresses concern with the rep01ting time frames (6 years for person to bring action, or 3 
years for State of Alaska) . Extended litigation processes will be expensive for providers, and 
presents significant risk of the loss of provider options for recipients. Smaller providers will be 
driven out of business because they cannot withstand this level of exposure. 

Most organizations have experienced disgruntled employees who have been disciplined or 
discharged for their wrongful actions. An employee with criminal intent may manipulate this section 
( as a "whistleblower") to retaliate against an organization, or to conceal their own wrongful acts, so 
the organization may not be the first to identify the issue. AADD recommends removal of this 
section or the reduction of the time limits to avoid unintended consequences of eliminating choice of 
providers for recipients. 

4. More precise definition of agent. 

Sec 3 AS 09.58.010 (e) (p4) 

AADD expresses concern with lack of definition of ' agent" who "acted with apparent authority." 
The remoteness of Alaska does not allow for every fieldworker to be micro-managed, so many 
providers have established Standard Operating Procedures and Policies (also required for 
accreditation compliance) that indicate expected behavior of employees. These include fraud and 
false claims prevention. An employee who acts outside of established company policies should not 
be considered an agent. 

AADD recommends modification of this section (and clearly defining "agent") to exclude 
organizations from actions by rogue employees who acted outside of established company policies. 
Suggested language may be: 

"An agent with apparent authority is defined as a paid representative of the principal, 
who holds a position with decision-making authority to influence or change established 
Standard Operating Procedures or Policies". 



5. Additional qualification for auditors. 

Sec 14. AS 47.05.200 (a) (pl6) 

AADD requests the addition of "expertise in the health care industry" to the qualifications of an 
audit contractor. It is the experience of providers that auditors without an understanding of health 
care will incon-ectly assess overpayments, resulting in inefficiencies and waste related to clarifying 
and defending accurate claims. 

Please fee l free to contact me if you have any questions or seek additional clarification of these 
points . 

Sincerely, 

Lizette Stiehr 
Executive Director 



ALASKA STATE HOSPITAL & 
NUR SI NG HOME ASSOCIATION 

February 26, 2016 

Senator Anna MacKinnon, co-chair 
Senate Finance Committee 
State Capitol, Room 516 
Juneau, AK 99801 

Dear Senator MacKinnon, 

Thank you fo r the opportunity to testify at the Senate Finance Committee hearing on SB 7 4 on 
February 25. ASHNHA greatly appreciates the work of the Senate Fi nance Medicaid Reform 
Subcommittee on this bill and for allowing our association the opportunity to provide input. I 
wanted to expand on some of my comments at the hearing and to provide you with additional 
information and feedback on this important legislation. 

This bill represents a significant step forward in Alaska's health care reform journey. States 
that have successfully managed health care costs have a long history of engaging in reform, so 
we view this bill as the start of a process that will lead us to a more sustainable health care 
system. We encourage the Legislature to continue the dialogue into future legislative sessions. 

This bill articulates a reform vision for the Medicaid program, including payment reform, 
enhanced care management, telemedicine, public-private partnerships and short-term cost 
reduction. We support the broad vision for the health care system outlined in the legislation. 

The bill establishes a framework for payment reform, beginning with demonstration projects. 
Changing the health care system takes time. and we fully support the use of demonstration 
projects to test new payment and delivery models. We appreciate the flexibility given to the 
Department of Health & Social Services to solicit innovative demonstration proposals and we 
remain committed to the idea that innovation can come from within Alaska's provider 
community. One size does not always fit all in our diverse state and we appreciate that this 
bill recognizes the need to develop local and regional solutions to managing health care. 

We support the efforts in the fraud and abuse sections of the bill to limit redundant audits. It 
is important for the state to have the tools to address fraud and abuse, but to ensure that in 
doing so we do not burden low-risk providers with unnecessary administrative work that will 
only drive additional cost into the system. 

We concur with the focus on primary care, through developing a primary care case 
management system. We support strengthening primary care as a building block for system 
change. 

Finally, I want to note that we are enthusiastic and willing partners with the State and the 
Alaska Chapter of the American College of Emergency Physicians in a project to reduce the 
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unnecessary use of emergency depar tments (EDs ), not just fo r the Medicaid population, but 
for all ED users. ASHN HA and ACEP have advocated fo r this project fo r more than a year 
because we believe it will have a significant and positive impact on reducing unnecessary ED 
utilization, while improving care. Major components of the project include an electronic data 
interchange to better share information between EDs, enhanced case management, opioid 
prescribing guideli nes and patient education. A similar project in Washington State resulted 
in an overall reduction in Medicaid ED visits of nearly 10% and a reduct ion of2 5% in 
prescriptions of controlled substances from EDs. This kind of provider engagement and 
public-private partnership will be critical to ongoing success in managing health care costs. 

The ability to negotiate shared savings on this project is an important step fo rward in 
payment reform. As providers look at moving from a volume-based system to one based on 
value, the ability to engage in shared savings and other forms ofrisk is important learning for 
us and for the state moving forward. 

I'd like to highlight a few areas of concern. We appreciate the committee's effort to address 
fraud and abuse. As low-risk providers, hospitals and nursing homes have a significant stake 
in ensuring the integrity of the Medicaid program. We support giving the Departments of Law 
and Health & Social Services the necessary tools to combat fraud and abuse. However, every 
dollar spent in compliance or in litigation is a dollar added to health care costs. As you ask 
providers to reduce costs, we ask that you consider the administrative burden you are placing 
on them. This bill contemplates a significant structural change to our fraud and abuse 
statutes. Some of the provisions included in the committee substitute were introduced in SB 
78 in late January, including the overpayment section and the private right of action section. 
We are concerned that many providers are not yet aware of these changes and have not had 
an opportunity to understand their impact. 

The bill creates a new private right of action where private persons or entities can bring an 
action on behalf of the government and share in the monetary judgment. This has the 
potential of incentivizing fr ivolous lawsuits, costing providers time and resources as they 
defend themselves against unwarranted assertions. Even if a lawsuit is ultimately thrown out, 
providers will have spent time and attorney's fees in defending themselves. 

The only place SB 74 clearly states that the new enforcement "action" (referenced in Sec. 
09.10.075, page 2, Section 1) is limited to Medicaid (those involving medical assistance 
payment fraud) is in the header. This creates ambiguity. 

In addition, the bill expands existing AS 09.10.120 to be more clearly linked to Medicaid­
related claims. This statute was previously focused more on natural resource and property­
related frauds, and raises a question -- why treat Medicaid fraud more harshly than other 
frauds under AS 09.10.120 (e.g., longer statute of limitations)? (Page 2, Section 2) 
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The proposed Section 3 (AS 09.58.010) contains a number of fai rly onerous provisions 
unrelated to actions that resul t in a false payment. If the state were to adopt this approach we 
suggest at an amendment to subsection (a) (S) (in bold): "(SJ knowingly enter into an 
agreement, contract, or understan ding with an officer or employ ee of the state f or approval or 

payment of a claim under the medical assistance program knowing that the information in the 
agreement, contract, or understanding is fa lse or fraudulent [and is material to receipt of 
payment for medical assistance]. " 

Much of AS 09.58.010 and AS 09.58.020 through .040 appears to be based on the federal False 
Claims Act. The Federal FCA doesn't defi ne "proceeds of the action" with the overly-broad 
definition in this Alaska proposal. As noted previously, duplicate or confl icting compliance 
obligations between state and federal statutes can be problematic, both for the state and for 
providers. 

. 

Sec. 09.58.090 creates a very low threshold ($5,500) for this new enforcement mechanism 
and penalties. We suggest a more material threshold of damage to the state before this type of 
enforcement kicks in. 

The new statutory audit provision [Sec. 14 AS 4 7.05 .200(a)] is extremely onerous and one­
sided. It does not require the state to evaluate for over- and under-payments, and it is 
inconsistent with existing Alaska Medicaid approaches to audits. More specifically, the 
following language is problematic: 
o The new obligation in Sec. 16 (AS 47.05.235) that each provider must do an annual self­

audit "of all claims submitted" and report the overpayment within 10 days. This 
obligation is a substantial burden when providers have effectively attested to the 
accuracy of each claim when submitted. In addition, there is no mention of reporting or 
recovering underpayments, and no provision fo r the s tate to audit for or pay interest on 
underpayments. 

o While we appreciate the inclusion of language that the department may not assess 
interest and penalties on overpayments identified by providers, this section does not 
appreciate the full complexity of identifying or repaying overpayments. The MMIS system 
does not always make it easy to "refund" payments, since adjusting line items can be 
problematic and Xerox has to accept adjustments. Some providers have old credit 
balances dating back many years that Xerox will not accept. Until the State and Xerox 
agree to accept all refunds initiated by providers, regardless of whether they are self­
identified or identified through external audits, it is unfair to invoke a penalty. 

o The term "overpayment" needs to be better defined. Overpayments can be relatively 
simple (e.g. a duplicate payment made by Medicaid or another payer is determined to be 
primary) or more complex. Payments for non-covered services are difficult for providers 
to identify and should not be the provider's responsibility to self- report. An example 
would be if the patient was authorized for a four day inpatient stay, stayed for five days 
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and the state paid the full five days. This should be the state's responsibility to identify, 
but under th is legislation if an audit identified the overpayment, providers would be 
subject to interest and penalties. Fee schedule or rate payment errors are also very 
difficult fo r providers to identify and should be the state's responsibility. Finally, system 
defects should be excluded from penalties. The MMIS system currently has known defects 
that are resulting in consistent overpayments for certain claims. Until the system is 
paying claims accurately, it is not just to consider penalizing providers for overpayments. 

o We also suggest that if this approach to enfo rcement is adopted it must include standards 
for uniform/ fair audits, and limitat ions on audit contractors using extrapolations that 
create assumptions of additional overpayment. 

Regarding other areas of the bill, in Section 18 on page 22, we suggest a wording change. 
Lines 24 - 27 of the bill say that a primary care case management system or managed care 
organization should "increase the use of primary and preventive care .. .. While decreasing the 
use of specialty care and hospital emergency department services." We suggest amending that 
section to read " ... decreasing the use of unnecessary specialty care and hospital emergency 
room services." This reflects the intent of decreasing unnecessary care, rather than 
decreasing necessary care. 

We fully support enhanced use of the prescription drug database and we support efforts to 
increase participation in the program. We are concerned that in some hospital-based 
contexts, it is not always possible for physicians, pharmacists or their agents to check the 
patient's prescription record before dispensing, prescribing or administering a controlled 
substance. A specific example would be emergent trauma care. 

We suggest eliminating Sec. 19 (e) (page 23) as duplicative. Section 20 ( 47.07.039, page 25) 
addresses the projects contemplated in Sec. 19 (e) in much more detail. We appreciate the 
work that went into crafting the language in Section 20 and we fully support moving forward 
under th is framework. 

Again, I want to express ou r appreciation for the significant work done in crafting this 
legislation. We look forward to working fu rther with the committee to continue the difficult, 
yet important work of health care reform. 

Thank you for your time. I would be happy to answer any further questions. 

Sincerely, 

~~ 
Becky Hu ltberg, President/CEO 
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Alaska Psychological Association 
Advancing psychology as a science, a profession, and a means of promoting health and welfare 

February 25, 2016 

Senator Pete Kelly, Co-Chair 
Senator Anna Macl<innon, Co-Chair 
Senate Finance Committee 
Alaska State Capitol Building 
Juneau, AK 99801-1120 

RE: Proposed Medicaid Reform Legislation- Revising Sec. 22. AS 47.07.900(4) 

Dear Senate Finance Co-Chairs and Members of the Committee: 

The Alaska Psychological Association (AK-PA) was formed, as a member based entity to advance psychology as 
science, profession and as a means for promoting human welfare in Alaska. As part of our larger charge to the 
people of Alaska we have been heavily invested in the process of Medicaid reform and implementing truly 
comprehensive and integrated healthcare t hat promotes the health and welfare of citizens and a1so reduces 
costs. 

We believe that the intent of the proposed legislation is to provide for needed access to both primary care as 
well as behavioral health services, with the goa l of making services available to those with lower levels of 
need, so that more expensive, "deep-end" services (e.g., inpatient hospitalization, ER visits) can be avoided . In 
addition, there is research that demonstrates that providing access to behavioral health services is effective in 
reducing the overall costs of healthcare, as the majority of patient visits to primary care settings have an 
emotional component, patients struggle with making the needed lifestyle changes that will allow them to 
manage chronic diseases and illnesses, and much mental illness goes untreated in the current system. 

Medicaid programs should recognize and consistently cover basic, medically necessary mental health services 
provided by licensed mental health professionals, allowing them to practice within the scope of their 
respective licenses. This will promote patient choice of provider, and allow Medicaid patients to access the 
range of mental health services available to pat ients in the private sector. 

If it is t he intent of t he legislat ure to allow for the provision of clinical services by independently licensed 
mental health providers (i.e., psychologists, licensed psycho.logical associates, LCSWs, LPCs, LMFTs), we 
recommend that Sec. 22. AS 47.07.900(4) be amended to read : "4} 'clinic services' means services provided by 
state-approved outpatient mental health clinics, state-operated community mental health clinics, outpatient 
surgical care centers, physician clinics, medical clinics/primary care settings, and mental health services 
provided by licensed mental health professionals that fall under their scope of practice as defined by relevant 
Alaska statute." 

P.O. Box 241292, Anchorage, AK 99524 - 907.344.8878 - www.ak-pa.org 



We strongly believe that eliminating unnecessary restrictions on the pmctice of mental health professionals by 
allowing them to provide and be reimbursed for their full scope of services is vital to the success of health 
reform in Alaska. 

Our association hopes that you consider this revision. Please consider us as a resource. 

Respectfully, 

cc: Members of Senate Finance Committee 
Valerie Davidson, Commissioner, DHSS 
Randall Burns, Division of Behavior Health, DHSS 
Jeff Jessee, Mental Health Trust 

P.O. Box 241292, Anchorage, AK 99524 - 907.344.8878 - www.ak-pa.org 
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• . .. . Alaska Psychological Association 

Advancing psychology as a science, a profession, and a means of promoting health and welfare 

f<ebruary 25, 201 6 

Senator Pete Kelly, Co-Chai r 
Senator Anna MacKinnon, Co-Chair 
Senate Finance Comm ittee 
A laska State Capitol Building 
Juneau, AK 99801-1120 

RE: Proposed Medicaid Reform Legislation- Sec. 17. AS 47.05, Defining Sec. 47.05.270. (e) 

Deru.- Senate Finance Co-Chairs and Members of the Committee: 

The Alaska Psychological Association (AK-PA) was formed, as a member based entity to advance psychology 
as science, profession and as a means for promoting human welfare in Alaska. Psychology as a profession 
recognizes and welcomes the expanding role of technology in the provision of needed psychological services 
and the continuous development of new technologies that may be useful in the practice of psychology. These 
practices represent both new opportunities as well as very real challenges to the provision of services that 
recognjze the geographical and cultural richness in a state such as Alaska. 

Telemedicine practice is a highly complex service, and guidance to professionals is in a continual state of 
change. As is the case with other professional healthcare disciplines, the American Psychological Association 
has published a set of practice guidelines for the practice of telepsychological services, the Guidelines for the 
Practice of Telepsychology. These highlight the complexity inherent in telehealth: "The practice of 
telepsychology involves consideration of legal requirements, ethical standards, telecommunication technologies, 
intra- and interagency policies, and other external constraints, as well as the demands of the pa1ticular 
professional context." 

Issues related to the provision of psychological services across jurisdictional boundaries have not been resolved. 
Again, as noted by the American Psychological Association, "Psychological service delivery systems within 
such institutions as the U.S. Department of Defense and the Department of Veterans Affairs have already 
established internal policies and procedmes for providing services within their systems that cross jurisdictional 
and international borders. However, the laws and regulations that govern service delivery by psychologists 
outsjde of those systems vary by state, province, teITitory, and country (APAPO, 2010)." AK-PA believes that 
these issues will require additional deliberate review so that telehealth services are provided in a competent and 
ethical manner that is responsive to the unique needs of the individuals being served. Protecting the welfare of 
the consumers of these services is a critical aspect of the implementation of telemedicine services. 

Therefore, as the State of Alaska and the Alaska Legislature undertakes Medicaid Reform, we would like to 
talce this oppo1tunity to advocate for a specific statute chru1ge. The statute, AS 47.05, defines the practice of 
" telemedicine." Because of the inherent complexity of the issues relate to the ethical and competent delivery of 
telemedicine services and the need to ensure that Alaskans are provided high-quality care that is responsive to 
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the unique needs of Alaskans, and to protect the welfare of Alaskans being served tlu·ough telemedicine 
services, our association recommends adding the fo llowing requirement (in bold): 

Sec. 47.05.270. Medical assistance reform program. 
(e) In this section, "telemedicine" means the practice of health care delivery, evaluation, diagnosis, consultation, 
or treatment, using the transfer of medical data through audio, visual, or data communications that are 
performed over two or more locations between providers licensed in Alaska who are physically separated from 
the recipient or from each other. 

We believe that adequate regulatory oversight of telemedicine services in Alaska requires that the respective 
licensing boards be authorized to ensure that services provided meet the standard for professional practice 
established in Alaska, until such time as national guidelines and standards are in place that can guide the 
practice of this mode of service delivery. 

Our association hopes that you strongly consider this revision. Please consider us as a resource. 

Respectfully submitted, 

i, PhD 
President, Alaska Psychological Association 

cc: Members of Senate Finance Committee 
Valerie Davidson, Conm1issioner, DHSS 
Randall Bums, Division of Behavior Health, DHSS 
Jeff Jessee, Mental Health Trust 
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Quality Community Behavioral Health Services Since 1985 

"We help adults with mental 
illness live their own best lives" 

Public Testimony on CS for SB 74 
February 25, 2016 

Senators Kelly and MacKinnon, Co-Chairs and 
Committee Members 
Senate Finance Committee 
Alaska Legislature 
State Capitol 
Juneau, Alaska 

As a provider of both mental health and substance use disorder treatment services for over 30 years, I 
have a long-term commitment to ensuring that the organizations I lead are efficient, effective, 
innovative, provide the highest quality care, and achieve targeted outcomes, to serve those who need 
our services. 

As you make decisions about Medicaid Expansion, reform bills, and the budget closeout process please 
keep in mind 3 points: 

1. Changes aimed at increasing access to services, including the possibility of eliminating the 
current requirement that providers have a behavioral health grant as a condition of eligibility to 
bill Medicaid will decrease oversight and accountability of providers. This will broaden the 
potential for intentional or unintentional Medicaid fraud, waste, and abuse. Where would the 
monitoring control of all these new providers come from and what might be the costs involved? 

2. As much as I would like a streamlined grant system, another concern is that the current system 
ensures that state designated Community Behavioral Health Centers have to serve everyone 
who is in need of treatment, regardless of ability to pay. We are required to have sliding fee 
scales for self-pay clients and we can't just accept persons for whom we might think provide us 
the greatest ability to bill for the most lucrative services. 

3. If everyone can bill Medicaid, there will be an increased vulnerability to the system of care for 
"cherry picking" those persons whose needs will produce the greatest revenue, and declining to 
serve those who have no payor source or very limited resources and who need services that 
have reimbursement rates that don't reflect the true cost of providing those services. Often, 
the latter are some who are in the greatest need of mental health services. 

Please consider these points as you move forward in your decision making process. Again, thank you 
for the hard work you are doing for all Alaskans. 

Pamela Watts 
Executive Director 
Juneau Alliance for Mental Health, Inc. 

3406 Glacier Hwy 
Juneau, Alaska 99801 

Tel. (907)463-3303 
Fax (907) 463-6858 

www.jamhi.org 
info@jamhi.org 



Qualitv Communitv Behavioral Health SeNices Since 1985 

February 24, 2016 

Senators Pete Kelly and Anna MacKinnon 
Co-Chairs, Senate Finance Committee 
State Capitol 
Juneau AK, 99801 

Subj: Medicaid Expansion and Reform Bills (S878, 5874, HB148, HB227) 

Dear Senators Kelly and MacKinnon: 

.. We help adults wifh mental illness 
live their own best lives" 

As a provider of both mental health and substance use disorder treatment services for over 30 years, I have a 
long-term commitment to ensuring that the organizat ions I lead are innovative, account able, and provide the 
highest quality of care while operating efficiently and effectively. We strive toward excellence using Best Practices 
and innovation. We measure our outcomes to achieve the best possible results with available resources. 

As Medicaid Expansion and reform bills and the budget closeout process moves forward, and decisions are made 
about systems of care and allocations of resources, please keep in mind the following important considerations: 

1. Changes aimed at increasing access to services, including eliminating the requirement that providers have a 
behavioral health grant as a condition of being eligible to bill Medicaid, will decrease oversight and 
accountability of providers. This will broaden the potential for intentional or unintentional Medicaid fraud, 
waste, and abuse. Where would the monitoring control of all these new providers come from? 

2 . Removing the grant requirement so that anyone could provide behavioral health services will allow new 
providers to "cherry pick" who they see and what services they provide. Comprehensive community 
behavioral health cen ters serve a predominantly low or no-income clientele and those who are un-resourced 
(most of whom are charged on a sliding fee scale with less than 5% of actual cost of care recovered). They 
provide care for the most high-acuity, seriously mentally ill, chronic alcoholics/addicts, and severely 
emotionally disturbed youth - Alaskans often requ iring community based case management services and 
requiring services from the Psychiatric Emergency Services programs. They are able to provide this level of 
comprehensive care with the limited resources available, in part, because they are currently able to balance 
higher cost services with more profitable services. If the grant requ irement is lifted and competition grows for 
the more profitable services, a tipping point will seriously threaten the comprehensive behavioral health 
provider's ability to maintain high-acuity, high cost care . 

3. How will the state ensure that a system of care remains available for those who most need it as grant funding 
is reduced and there is no longer a sufficient economy of scale for non-profit providers to offer a continuum 
of care, services that no one else wants to take on? 

3406 Glacier Hwy 
Juneau, Alaska 9980 1 

Tel. (907) 463-3303 
Fax(907)463 - 6858 
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4. The services that are provided by Community Behavioral Health Centers and substance abuse treatment 
programs are essential to providing a safety net to keep people from defaulting to the Correctional system, 
Public Safety, Office of Children's Services, Emergency Departments, homeless shelters (if they exist), or 
other entities/systems where the true cost of caring for them would far exceed the investment in these 
behavioral health services. 

5. Fina lly, innovative pract ices have been or are being implemented across the state that have already shown 
resu lts or show significa nt promise to address multiple problems and reduce overall costs. Some of these 
include: 

, Housing First - provides housing and support services to ch ronic, late-stage alcoholics who have cycled 
through emergency rooms, hospitals, and jails. Reduces burden on Public Safety, hospitals, courts, and 
Corrections. 

, Integrated Primary Care Behavioral Hea lth Clinics - persons with serious mental illness, co-occurring 
disorders, histories of trauma, and chronic health/medical conditions receive one-stop shop services 
designed to improve overall wellness, reduce expensive medical ca re and psychiatric hospitalizations, and 
increase independence in community. 

, Partnerships with the Court System to reduce costs - Community Behavioral Health Centers, substance 
abuse treatment providers, and others are diligently working with the Court System to mitigate 
correctional costs by offering specialty courts as an alternative to incarceration. Persons with mental 
illness or substance use disorders can choose treatment over incarceration, helping keep people out of 
our overcrowded prisons and reducing the likelihood of recidivism. Community Behavioral Health Centers 
also partner with Corrections to provide pre-and post-re lease behavioral health services to incarcerated 
se riously mentally ill adults to help make their transition back into the community successful to reduce 
recidivism. 

These and other programs provided by state grantees could be lost if funding is cut too drastically and/or there is 
no grant requirement or other stringent oversight required for behavioral health Medicaid providers. I realize 
that you have a difficu lt task and deeply appreciate your diligence and hard work. If you have any questions or 
require more information, please don't hesitate to contact me. 

Respectfully, 

----- -P~~tUcc 
Pamela Watts 
Executive Director 
Juneau Alliance for Mental Health, Inc. 



Doniece Gott 

From: 
Sent: 
To: 

Eri n Sh ine 

Thu rsday, February 25, 2016 2:04 PM 
Doniece Gott 

Subject: Fwd: SB 74 and the AK PDMP 

From: anne <annezink@gmail.com> 
Date: February 25 , 2016 at 1 :50:59 PM AK.ST 
To: <senate.finance@akleg.gov>, Erin Shine <Erin.Shine@akleg.gov> 
Cc: Carl Heine <heine.carl@gmail.com>, Becky Hultberg <becky@ashnha.com>, Andy Elsberg 
<elsberga@gmail.com>, Regan and Ben Brooks / Shelton <benjamin.shelton@me.com>, 
Pauline Proulx <plp@wsma.org> 
Subject: Fwd: SB 74 and the AK PDMP 

Esteemed Members of the Senate Finance Committee, 

Thank you for including ACEP (Alaska College of Emergency Physicians) in the review 
of Medicaid structure and all of your work and effort on this important bill. In general we are 
very supportive of the bill as you wrote it. We appreciate all of the support regarding mental 
health, substance abuse, access to primary care and improved care managment as well as support 
of the Prescription Drug Base. 

If we may suggest some amendment to the legilation that might accomplish the goal of having 
increased use of the data base, but also may prevent the legilation for unintended risk (like not 
stabilizing a truama patient who needs an emergent CT but can not hold still because of 
pain). By saying "reviewing information" it would allow a practitioner to review what was 
pushed to us, or pulled by a delegate rather then personally accessing the data base. We also fear 
that if you leave it the way it is, it may also affect EMS as they may not be able to give a narcotic 
to a patient with a broken leg as part of a long transport. The other area the inpatient setting, if 
you have a series of providers (like hospilist) administering medication, it is unclear if the data 
base would have to be accessed every time by the provider, or anesthesiologist before giving 
meds before every case. We would also mention, that there are varying views from the ED 
physicians regarding any mandate regarding accessing the data base all together. Some feel it 
makes sense for prescribing, others feel like this is very limiting. Regardless, making it 
mandator for administering controlled substance is very problematic. Dr. Heine was also able to 
testify regarding this topic to this today. 

We would suggest either taking out the mandate all together or changing it to something like 
this: 

Page 14 Lines 6 - 9 

(4) that a pharmacist or practitioner shall [access the database] review the information in the 
data base to check a patient's prescription records before dispensing or prescribing [ or 
administering] a controlled substance to the patient. It is recommend that the data base be 
accessed prior starting administration of controlled substances, but recognizes that 
emergent patient care must come first. 

1 



Regarding the rest of the ED bill here are some other changes that we would suggest to clarify 
the language to really see the benefits that Washington State found. 

Page 25 / 25 lines 15 -31 / 1-1 2 

Sec. 47.07.038. Collaborative, hospital-based proj ect to reduce use of emergency department 
services. (a) On or before December 1, 20 16, the department shall collaborate with a statewide 
professional hospital association to establ ish a hospital-based project to reduce the use of 
emergency department services by medical assistance recipients. The statewide professional 
hospital association shall operate the project. The project may include shared savings for 
participating hospitals. The project must include 

(1) an interdisciplinary process fo r defining, (and] identifying and minimizing frequent users of 
emergency department services, 

(2) to the extent consistent with federal law, 

(A) a system for real time electronic exchange of patient information, including but not limited 
to recent emergency department visits, hospital care plans for frequent utilizers and data 
from the Prescription Drug Data Base [among emergency departments] ; 

[ (B) a process to disseminate lists of frequent users to hospital personnel to ensure that frequent 
users can be identified through the electronic information exchange system] ; - (I would remove 
all of B if included in A) 

(3) a procedure for educating patients about the use of emergency departments and appropriate 
alternative services and facilities for nonurgent care; 

(4) a process for assisting [frequent] users of emergency department (services with plans of care 
and for assisting patients] in making appointments with primary care providers within 96 hours 
after an emergency department visit; 

(5) [strict] guidelines that are uniform throughout the state for prescribing narcotics from 
the emergency department; 

[(6) a prescription drug monitoring program; and] - (it seems as though this should come out as it 
is covered elsewhere) 

(7) designation of medical personnel to review (feedback reports) success and 
challenges regarding appropriate emergency department use. 

(b) The department shall adopt regulations necessary to implement this 

section, request technical assistance from the United States Department of Health and Human 
Services, and apply to the United States Department of Health and Human Services for waivers 
or amendments to the state plan as necessary to implement the projects under this section. 

Thank you all for you time and including us as part of this discussion, I 
can ' t explain how excited I am to help implement these changes and make our system 
more efficient , save the state money and improve care for our patients. 
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Anne 

Anne Zink, MD, FACEP 

Emergency Medicine Medical Director Mat-Su Regional Hospital, Palmer Alaska 
Alaska ACEP President 
annezink@me.com 
907-315-5991 
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Tom Chard 
Executive Director 
Alaska Behavioral Health Association (ABHA) 
P.O. Box 32917 Juneau, Alaska 99803 
(907 /toll-free 855) 523-0376 

tom.abha@fDDaiJ.com 

Senator Anna MacKinnon 

Chair, Senate Medicaid Reform Committee 

State Capitol Room 516 

Juneau AK, 99801 

24 February 2016 

Re: Lifting the Grant Requirement for Behavioral Health Services 

Senator MacKinnon, 

~ la s ka 
~ eha vi o ra l 
O=O ea lth 
~ ssociation 

The Alaska Behavioral Health Association (ABHA) is a member-driven, non-profit with leadership representing over SO 

member organizations including both tribal and non-tribal publicly funded, private corporations that span the system of care 

from infants to the elderly, in urban and rural settings across Alaska. The Association was formed in 1996 to help improve the 

delivery of substance abuse and mental health treatment services in Alaska. 

The behavioral health providers sincerely appreciate the committee's ongoing efforts and the attention paid to reforming 

Alaska's Medicaid system. We are especially thankful for the invitations we have received to participate throughout the 

development of the reform recommendations. 

The Governor's Medicaid Expansion and Reform Bills (HB148 and SB78), Representative Seaton's Reform Bill (HB227), and the 

Agnew Beck Report (Recommended Medicaid Redesign+ Expansion Strategies for Alaska ) all make the recommendation to lift 

the grant requi rement to be able to be reimbursed by Medicaid for behavioral health services. It has been stated that the 

main motivation behind the recommendation is to increase access to avai lable behavioral health services. This provision w il l 

essentially allow anyone (not just "a nonprofit corporation, a city or borough government, or other political subdivision of the 

state") t o be reimbursed by Medicaid for behavioral health services. 

The Alaska Behavioral Health Association has some questions and concerns about the potential unintended consequences of 
lifting the grant requirement to be able to be reimbursed by Medicaid for behavioral health services. 

In short, this law has been in statute for decades and has fundamentally shaped our system of care. When asked, it does not 

appear that those wishing to remove the requirement have a good understanding of why the law was in place to begin with or 

what the potential unintended consequences might be should the requirement be removed. The Alaska Behavioral Health 

Association suggests that the decision to reverse this long-standing statutory requirement might be considered separately 

from the rest of the reform recommendations. 

We are neither for nor against the provision, but simply suggest more thorough discussion. 



Some likely impacts (with consideration) follow based on discussion to date that the behavioral health providers have held on 

potentially removing the grant requirement. 

• Lifting the grant requirement may improve access to treatment for clinical services in more urban areas. Beneficiaries 

enrolled in the Medicaid program based on income, rather than disability, would most likely be accessing clinical 

behavioral health services. The potential impact on rehabilitative behavioral health services, particularly in more remote 

settings, is less certain. 

• Smaller, remote communities have raised concerns about private, for profit, niche providers taking the more profitable 

service lines and leaving comprehensive community providers with the loss leaders (who typically require more intensive 

and costly services). This may result in either a limitation on the services available to the community, closed treatment 

programs, or worse - providers closing. Ideally, there would be agreements between providers in these communities to 

safeguard against this and help ensure that the clients get the services they need, but there is no requirement or 

guarantee that this happen. 

• It is unclear what impact this will have on the State's overall Medicaid behavioral health services budget. 

• We are not certain what impact this will have on the comprehensive community provider's ability to recruit and retain 

necessary workforce. Right now teams of providers work under the authority of a Community Behavioral Health Centers 

(CBHC). These providers already struggle to recruit and retain the workforce necessary to meet their community's 

behavioral health needs. 

• The grant program is the only quality assurance control on behavioral health treatment services. The MMIS billing and 

payment system does not have the capability to track clinical quality outcomes. In part, this may lead to a race to the 

least costly provider (regardless of treatment efficacy). There will not likely be a level playing field when it comes to 

different providers. 

• The grant requirements involve an enormous amount of reporting to a system focused on managing processes (instead 

of outcomes). Several providers have mentioned that lifting the grant requirement will allow them the opportunity to 

weigh the amount of grant funding they receive from the state against the relative effort and expense involved in order 

to make the decision of whether or not to forego the grant (this is especially true as we are refinancing our system of 

care to one more reliant on Medicaid). 

Proponents of lifting the grant requirement have suggested that the Centers for Medicaid and Medicare (CMS) view the 

requirement as an impediment to access to behavioral health care. It is unclear how an Alaskan law that has been in statute 

for so long all of the sudden became an urgent concern. Given some of the potential unintentional impact, some of which is 

stated above, ABHA is not certain that simply lifting the grant requirement would not cause more harm than good - even to 

access. 

Certainly more discussion would help uncover the far-reaching impact of the decision of whether or not to remove the grant 

requirement and would help avoid or mitigate any unintended consequences. 

The Alaska Behavioral Health Association (ABHA) continuously strives to improve the efficiency and effectiveness of 

behavioral health treatment services in Alaska. Please feel free to contact us if there is any additional information that would 

be helpful to you as you consider this important provision. 

Sincerely, 

Tom Chard 

Alaska Behavioral Health Association (ABHA) 
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S ENATOR P ETE KELLY 

SESSION: 

Alaska State Capitol 
Juneau, AK 99801 
Phone: (907) 465-3709 
Fax: (907) 46.5-4714 

INTERIM: 
1292 Sadler Way Suite 308 

Fairbanks, AK 99701 
Phone: (907) 451-4347 

Fax: (907) 451-4348 

Sponsor Statement- CS Senate Bill 74 (STA) 

"An Act relating to competitive bidding for medical assistance products and services; relating to 
verification of eligibility for public assistance programs administered by the Department of Health and 

Social Services; relating to eligibility for medical assistance; relating to a medical assistance reform 
program; relating to the duties of the Department of Health and Social Services; establishing medical 
assistance demonstration projects; relating to civil penalties for medical assistance fraud; relating to 
studies by the Department of Health and Social Services; relating to cost-containment measures for 

medical assistance; and providing for an effective date." 

CS for Senate Bill 74 begins the process ofreform and cost containment needed to slow the 
growth of the Alaska Medicaid program. Medicaid has grown to over $1.6 Billion of the annual 
operating budget as of FY2016 authorized levels, and has accounted for 22% of the total UGF 
increases over the last ten years. The current and former administrations have testified the 
Medicaid program, as it stands, is not sustainable. Low oil prices and billions of dollars in 
revenue shortfalls have forced us to change how we do business. In July 2013, the Medicaid 
Budget Group of the Department of Health and Social Services reported the total spending on 
Medicaid services will reach $6.3 billion in 2032, including $2.8 billion in state matching funds. 
If we don ' t act now to bend the growth curve of Medicaid, many of our most vulnerable 
Alaskans will be without critical health care services they need. 

CSSB 74 takes a measured approach by setting a framework for a medical assistance reform 
program into statute (Section 4). This program requires the Department of Health and Social 
Services to expand the use oftelemedicine, significantly enhances fraud prevention, 
enforcement, and recovery, undertake additional pharmacy initiatives, reduce the cost of the 
state ' s home and community-based services with a new waiver program, and more. Reforms and 
costs containment to the Medicaid program will also be accomplished through two new 
demonstration projects through the Centers for Medicaid and Medicare Services (Sections 6 and 
8). 

Fraud prevention is further enhanced by adding civil penalties and damages for knowingly 
submitting false Medicaid payment claims (Section 3). The new damages and penalties set out 
in CSSB 74 are in addition to other legal remedies the State of Alaska and DHSS has available to 
utilize. The legislature would now receive an annual report relating to Medicaid fraud, abuse, 
errors, and vulnerabilities from DHSS and the attorney general (Section 7). 

Sena rnr. Pctc.Kdly@Jklcg.gov 
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CSSB 74 directs DHSS to initiate one or more managed care or case management demonstration 
project for individuals enrolled in the Medicaid program (Section 8). Managed care is frequently 
maligned as dis-incentivizing proper or appropriate care. Rather, health plan management has 
shown that it actually improves care outcomes, grants better, appropriate access and saves 
money. Most states employ some form of managed care in their Medicaid programs. It works 
much like traditional health insurance where a Medicaid member becomes a subscriber in the 
health plan and the plan is paid by the state Medicaid office via a capitated rate, a global rate or a 
pass through on fee for service billings. The state then invoices the federal government and is 
paid at the prevailing Medicaid rate. This is relatively simple to implement and there are many 
examples of successful implementations across the nation. According to the Kaiser Family 
Foundation, thirty-nine states now contract with comprehensive managed care organizations 
(MCOs) to serve at least some Medicaid beneficiaries, and nationally, over half of all Medicaid 
beneficiaries get their care through these plans. Alaska can no longer afford to be one of the 
outliers. 

The new reform program will also look at payment redesign (Section 4). Alaska has some of the 
highest Medicaid rates in the nation and has not employed many of the rate innovations of other 
states or those of Medicare, the other and largest government payer. These innovations 
frequently streamline the payment process, eliminate billing and payment irregularities and 
eliminate payment errors. In addition to Medicare, many insurance carriers and 47 of 50 states 
employ the Diagnosis Related Group (DRG) Medicaid payment mechanism and two others were 
in stages of implementation by July 2015 . There are several other payment blueprints in place in 
other states that can be employed. 

The use oftelemedicine for primary care and urgent care will also be expanded under CSSB 74 
(Sections 4 and 8). A study by Alaska Native Tribal Health Consortium (ANTHC) found 
telemedicine averted the need for travel in 40% of cases reviewed using telemedicine. ANTHC 
is leading the state' s charge on telemedicine, and should be built on for even greater access 
statewide. 

CSSB 74 begins the process to explore privatization (Section 9) . The department is directed to 
conduct feasibility studies at Alaska Psychiatric Institute, Alaska Pioneer Homes, and select 
facilities of the Division of Juvenile Justice (DJJ). There are various options for privatization the 
department can explore through the studies that would result in the best options for Alaskan 
consumers while ensuring state dollars are stretched as far as possible. Some options include 
turning over DJJ facilities to local tribal organizations in order to create a residential psychiatric 
treatment center; turning an entirely GF program into a tribal run Medicaid reimbursable 
program providing culturally relevant services. 

The call to reform Medicaid is not new. In the fall of2010 the Medicaid Task force convened 
and developed €1. report for the Governor in May 2011. The Medicaid Reform Advisory Group 
was created in December 2013, and worked up until the transition to the new administration. 
While several of the reform measures of these groups were implemented and helped to contain 
costs, we must build on their efforts and go even further. SB 74 gives the legislature the ability 
to fundamentally review how the state is doing business in the Medicaid program. In these 
serious budget times, reform cannot wait. 

Sena tor. Pete. Kcl ly@aklcg.gov 
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SENATOR PETE KELLY 

SESSION, 

Alaska Scace Capitol 
Juneau, AK 99801 
Phone, (907) 465-3709 
Fax, (907) 465-4714 

INTERIM, 

1292 Sadler Way Suite 308 
Fairbanks, AK 99701 

Phone: (907) 451-4347 
Fax: (907) 451-4348 

Explanations of Changes - CSSB 74(STA) 

"An Act relating to competitive bidding for medical assistance products and services; relating to 
verification of eligibility for public assistance programs administered by the Department of Health and 

Social Services; relating to eligibility for medical assistance; relating to a medical assistance reform 
program; relating to the duties of the Department of Health and Social Services; establishing medical 
assistance demonstration projects; relating to civil penalties for medical assistance fraud; relating to 
studies by the Department of Health and Social Services; relating to cost-containment measures for 

medical assistance; and providing for an effective date." 

Version H to Version S {SHSS) 

• Removed sections regarding health savings accounts (HSAs) for Medicaid beneficiaries 

and contributions to HSAs from the Permanent Fund Dividend. 

• New Section 1 regarding false Medicaid claims and establishing civil penalties for fraud . 

• Section 2 

o Added behavioral health for the expanded use oftelemedicine (Page 3, line 14) 

o Changed the report due date to October 15 in subsection (c) (Page 4, line 7) 

o Expanded the report scope under subsection (c) regarding Medicaid reforms, 

savings, and costs (Page 4, line 11 through Page 5, line 9) 

o Added in a definition of "telemedicine" (Page5, lines 10-14) 

• New Section 4 requiring an annual report to the legislature regarding DHSS efforts to 

reduce Medicaid fraud. 

• Section 5 

o Allows the demonstration project to be focused on Medicaid managed care or 

case management 

o Changes the one or more demonstration projects from individuals enrolled in the 

Denali KidCare program to the entire Medicaid program. 
o Changed the start date to January 31, 2016 

o Requires the department to enter into contracts with one or more third-party for 

the demonstration projects. 

Sen:i ror. Pete. Kcl ly@:1kl.cg.gov 
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Version S to Version F (SSTA) 

• Expanded the title of the bill on Page 1, lines 1 - 8 to include "An Act relating to 

competitive bidding for medical assistance products and services; relating to verification 
of eligibility for public assistance programs administered by the Department of Health 

and Social Services; relating to eligibility for medical assistance" 

• New Section 1 - Page 1, line 10 through Page 2, line 3 

2 

o This sections allows DHSS to enter into a contract through the competitive 

bidding process under the State Procurement Code for durable medical equipment 

or specific medical services provided in the Medicaid program. 

• New Section 2 - Page 2, lines 4 through 16 

o Subsection (a) directs the department to establish a computerized income, asset, 

and identity eligibility verification system for the purpose of verifying eligibility, 
eliminating duplication of public assistance payments, and deterring waste and 
fraud in public assistance programs. 

o Subsection (b) directs the department to enter into a competitively bid contract 
with a third-party vendor for the eligibility verification system. The department 

may also contract with a third-party vendor to provide information to facilitate 
reviews of recipient eligibility conducted by the department. 

• Section 4 (Section 2 in Version S) 
o Page 4, line 14 through 22 - (8) redesigning the payment process - Changes 

specifically list payment reforms that should be included: 
• (A) premium payments for centers of excellence; 

• (B) penalties for hospital-acquired infections, readmissions, and outcome 
failures ; 

• (C) bundled payments for specific episodes of care; and 
• (D) global payments for contracted payer, primary care managers, and 

case managers for a recipient or for care related to a specific diagnosis 

o Page 6, Lines 7 & 8 - adds new (14) to the annual report related to Medicaid 
reform. DHSS will also report on the cost, in state and federal funds, for 

providing optional services under AS 47.07.030(b), the Medicaid program 

• New Section 5 -Page 6, lines 14 through 19 

o Requires the legislature to approve any new additional groups added to the 
Medicaid program on or after March 23, 2010 

• Section 12 - (Section 9 in Version S) 

o At the request of Legislative Legal, made technical fixes to the conditional effect 
language in Subsections (a) through (e) by replacing "that section" with the 
specific provision reference of the bill 

• Made conforming changes to renumber sections and references to specific sections 

Sena tor. Pete. Kd ly@aklcg.gov 
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March 27, 2015 

Senator Pete Kelly 
State of Alaska Legislature 
120 4th Street 
State Capitol Room 156 
Juneau, Alaska 99801 

RE: Value of Medicaid Managed Care 

Dear Senator Kelly, 

Aetna Medicaid applauds the Alaska State Legislature for taking the time to consider the value of a 
Managed Medicaid program for the State. Aetna has been a leader in Medicaid managed care since 1986 
and currently serves nearly three million members across 16 states. We have more than 28 years of 
experience in managing the care of the most medically fragile and vulnerable populations, using 
innovative approaches to achieve successful health care results and favorable cost outcomes. 

Medicaid Managed Care is a proven vehicle to achieve the reform mandates that the State of Alaska is 
trying to achieve. The purpose of this letter is to share the value of managed care. We recognize that 
the State of Alaska is unique in geography, population, and healthcare needs, and so we offer our 
experience from other unique states across our nation that have shown Medicaid managed care to be a 
consistent pathway to achieve high quality integrated healthcare while controlling costs. 

National Trends and Medicaid Managed Care Overview 

Medicaid is the single largest source of health coverage in the U.S., with over 60 million beneficiaries 
and $450 billion in annual spending.1 A staggering one-fifth of the total US population is enrolled in 
Medicaid today, consuming 15% of all national health expenditures. Within the next 10 years enrollment 
will reach 80 million enrollees with an $850 billion annual price tag.2 

States are not exempt from these tremendous growths in enrollment and costs. Here in Alaska, total 
Medicaid spending is approximately $1.6 billion annually and is projected to double in the next 10 
years.3 Uncontrolled growth in Medicaid diverts dollars that otherwise could be invested in education, 
infrastructure, and other priority initiatives. States across the country facing extreme budget pressure 
are increasingiy turning to capitated managed care for a solution to achieve budget predictability, 
quality assurance, access to care, ease of navigation, and integrated whole-person healthcare - the goals 
this Group is charged with. 

Currently, thirty-eight states and Washington, D.C. contract with Medicaid Managed Care Organizations 
(MCO) to deliver care to beneficiaries in their states. Today roughly two thirds of all Medicaid 

1 
http;/{med5ca1d,gov/Medlcald::O:tlP·Pr91ram·lnformatlon@y.TopkslFinanclng-and·Relmbursernent/Oown'gads{m,dlcaid-aciuana l•report-2013.pdrJtpace=9 

J http;J/medic.itd.gO'I/Medlcaid·CHIP·Pro;ram-lnfo:"1"TG1ior/Bv:Topk:s{Ananclne-1nd-Reimbyrsement[Down!oads/medlcaid-i!lduarial-repoQ·2013.pdf#page=10 
1 http:!Jdhss.a laskf.pJrms/Oocuments/MESA/MESA 2012·32.pdf#page:28 
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beneficiaries receive some form of care through an MC0.4 This 
figure will grow to 75% by 2015.5 Over 70% of Children's Health 
Insurance Plan beneficiaries are receiving their services through 
Medicaid health plans.6 The clear nationwide trend of moving to 
Medicaid managed care models signals the value states are 
receiving from MCOs. Alaska should weigh the potential benefits 
as they relate to the Reform Advisory Group's goals. 

Benefits of Managed Care 
Matching the benefits of managed care to Alaska's reform goals 

1. Stability and Predictability in Budgeting 

2/3 of all Medicaid 

beneficiaries receive 

care through an MCO 

Risk-based managed care transfers financial risk away from the state budget and places it directly on 
MCOs. As a result, state funds are not subject to the variability and overruns that arise under a fee-for­
service (FFS) model, creating a more stable and predictable budget. 

Additionally, states have reported cost savings under Medicaid managed care models. A 2010 industry 
report found that over an eight-year period states could save up to 5% of FFS costs by enrolling children 
and low-income families in Medicaid managed care, and could realize up to 8% in savings over current 
costs by expanding managed care to seniors and people with disabilities.7 This study also found that 
Alaska could save $260 million over the same period.8 A separate well known survey of 24 states, 
completed by The Lewin Group, found that each state saved from half of one percent up to twenty 
percent through managed care.9 Medicaid health plans saved Pennsylvania $5.0-$5.9 billion over a 10-
year period, and Kentucky is on track to see $1.3 billion in savings after moving over 500,000 
beneficiaries from FFS to managed care.10

•
11 A 2012 report by the Robert Wood Johnson Foundation 

indicated that states which find most value from managed care are those with the highest Medicaid FFS 
reimbursement rates, and the rates here in Alaska are the highest in the nation.12 

Cost savings can also be achieved through significant reduction in fraud, waste, and abuse. CMS reports 
show that payment error rates for Medicaid FFS are significantly higher than those in Managed Care.13 

For example, the FY2013 payment error rate for Medicaid FFS was 3.6% compared to Managed Care's 
0.3%- a $6.6 billion difference.14 

2. Increasing the ease and efficiency of navigating the system 

Managed care models help both providers and beneficiaries navigate a traditionally complex and 
fragmented health care system. MCOs, for example, specialize in provider relations. Most state 
Medicaid managed care contracts require MCOs to have dedicated staff to liaison with providers for 
educational purposes and the resolution of issues. Direct face-to-face partnership with the provider 
community increases the ease and efficiency with which providers navigate the system. 

4 http!(/www p0.10v/assets/6i'0/663306.pdf#page=l3 
5 htte:/Jayafere .com/e)foears,:[m.anaged-ca re /Jnsl1hts/ana)ysis-mM!lca ld-ptans-expes:ted-\0-1row-20-thls~yea ,-under-ae:a--expans10n 
' bpp·(Jwww mhpa.ot'j/ up}oad(Mediqid520Man.a1ed%20Care%20Primer%20Februaoo:'202013.pdf#pase112 
1 htJQ!l/www,unitedhealthgroup,cpml::/mcdta/UHG/POFOOlOA.JNH-Workfng•Paper-3.a5hlC#Pase=-S9 
• http:(/www.uoiJtdhealth1roup.c0mt:J~dia/lJHGIPOF/2010/UNH-Worklna-·Ptpet--3,ashx#pa11;e=30 
'uw/n Group, 'Md/a,/d Managed C:On,-ASynthalso/24Studles, • Jul\' 2004, Upd• t.ed Morch 2009,occused a t http;//www.lewfn.com/publltotlons/Publlcotlon/39S/ 
,. l.cwfn Group, 'An EwAlollon o/Mrrlfmld Savings from l'enn,ylt,anlo's HmlrhCltolces Progrom,' May 2011 
u •Gov. Ba hear. Aggresslw kdon Plan/or Manag,,d Conr l'aylnQ OJJ", aa:usad I t http:({mlBra n.kentucky.10v/newsroomlgovernor/ 20131024manas:edcarc,ht:m 
u hnp:(lwww.rwtf.orglcont1mr/damffarm/reportsfreporu/20l2/rwif4Dll06/subanets/rwff401106 ltfP!H:;!2 
u bttpsj(/www.cms.gov{RMearch-Stat \St1cs-Dat11-and-Systems/Monltoring-Proar.ms(P[RM/Oownloads/PERM-M•dlcaidErrorRate5 pdf 
u http:(lwww.hhs.i:av/afr0013-hhs-ace,ncy-f1nancial-rep0rt .pdf:Jipa,:e=175 
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Under a managed care model, MCOs are further able to eliminate fragmentation by investing in and 
implementing provider information systems where health care professionals can easily and quickly 
file claims, receive payments, and access necessary information. Most MCOs have the advantage of 
bringing years of national experience in managing provider concerns and needs through their 
information systems' platforms to provide a seamless system that enables providers to focus their 
time on what they do best - caring for their patients. 

Managed care also improves navigation of the healthcare system for beneficiaries by increasing access 
to quality healthcare.15

'
16 A core competency and requirement of an MCO is to contract with the 

provider community to form a network of healthcare professionals that members can access. In a FFS 
delivery system, Medicaid beneficiaries often have difficulty finding providers willing to treat them. 
Estimates suggest that only about half of primary care providers nationally are accepting new Medicaid 
patients.17 Under a risk-based managed care model, states can address this access problem by requiring 
MCOs to meet specified network adequacy standards for primary and specialty care that can include 
requirements such as state-determined minimum provider-to-population ratios, distance travel t ime 
maximums, and limits on appointment wait times. Compared to FFS models, MCOs have greater 
flexibility to structure provider contracts to incentivize provider participation in areas where access to 
care is a particular concern. MCOs have provider directories and toll-free phone lines to assist enrollees 
in finding a provider. If an enrollee needs to see a specialist, a MCO will facilitate access to that service 
and provide transportation if necessary. A Kaiser Commission study found that improved access to care 
was one of the biggest benefits states cited in their use of managed care over FFS.18 

3. Providing whole care for the patient by uniting physical and behavioral health treatment 

Aetna Medicaid agrees with the Reform Group's goal of achieving integrated, whole-person care. Most 
healthcare providers and MCOs would agree that a successful delivery system model must consider a 
beneficiary's physical, behavioral and psychosocial needs to be effective. Aetna Medicaid, for example, 
has developed the Integrated Care Management (ICM) model that looks at the totality of each 
member's needs to determine both root cause and proximate cause of health care issues. The goal of 
our ICM model, regardless of the member's physical or behavioral health needs, is to .Provide them with 
the right care, in the right place, at the right time. 

Managed care organizations also create a "medical home" by coordinating care with beneficiaries, their 
families, and their physicians. They support physician practice management systems that emphasize 
prevention, early diagnosis, treatment, and coordinated management of whole-person care. This 
integrated approach to providing care isn't feasible under a disjointed FFS model. 

Improved Outcomes through Accountability 
Quality assurance and quality improvement is one of the most significant benefits of Medicaid Managed 
Care. According to the Medicaid Health Plans of America, an industry trade association, 2596 of Medicaid 
health plans have achieved accreditation through the National Committee for Quality Assurance 
{NCQA).19 Federal regulations require annual quality reviews of Medicaid health plans and specify state 
oversight expectations. Most states conduct additional reviews of Medicaid health plans to ensure that 
they meet state rules and regulations in areas such as utilization review and grievances and appeals. 
Medicaid health plans are required to report performance measures, such as HEDIS, to the state. These 
performance measures provide valuable data to health plans, states, researchers, and policymakers for 

15 http:{tdu .rr;o.10v/mhd/ove rstE,t/pdf(ffs-mrdca re lOfebl 8.pdfirpo1ce: 39 
11 bttp:/(www.ncbi.ntm.nih,gov/ppbmed/166]9;43B 
11 Pet11r Cwmlrchornand Ann O'M•iley, "Do Re imbun<1rnarrt Delays Olscourap h rtlclpotlon by Physicians? O.ta Watch." Hu Ith Affairs, November 18, 2008. 
u htt p:/fwww.amcp.org(WorkArn/QownloadAsset.asp1it]id;;1274S#pa&e;9 
11 htrp:1/w"-w .mhpa.o rg/ uploaid/Medlet fd2'20Managed%20Care%20Prfmer%20Fl!!:bruaryK202013.odf# oiilge=4 
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assessing the quality of care in Medicaid programs, identifying gaps in care, and creating quality 
improvement projects. 

Holding providers and managed care plans accountable through 
HEDIS quality data provides the state with a tool that has been 
shown to consistently improve quality metrics in challenging 
environments. Many of the 25 Leading Health Indicators listed in 
the Healthy Alaskans 2020 plan are HEDIS requirements for NCQA 
accredited plans. Several of the indicators that are proving a 
challenge to the State - such as decreasing preventable 
hospitalizations, increasing prenatal care in the 1st trimester, and 
reducing the number of children not receiving ACIP 
recommended vaccinations - are areas where managed Medicaid 
plans excel. 20

•
21

•
22 Using managed care would provide the State 

with an accountable and nationally-recognized system to track 
and improve outcomes for all Alaskans. 

MCO Quality Snapshot 

• Increased prenatal care 

rates 

• Decreased preventable 

hospitali2ations 

• Increased number of 

children receiving ACIP 

vaccinations 

Considerations for Implementing Medicaid Managed Care 
Several issues must be considered as Alaska evaluates Medicaid reform and managed care. The 
following areas should be discussed to determine the best solution for Alaska's unique needs: 

Risk Model 
The Medicaid Reform Group must determine the optimal point for Alaska on the managed care 
continuum considering state goals and population. 

Primary Care Ca~e Management (PCCM) Built on the FFS delivery system where the state typically 
pays providers a small fee per member per month (PMPM) 
for case management 

Prepaid Health Plans (PHPs) Plans at financial risk for a limited set of benefits such as 
dental or mental health services 

Risk-based managed care The most common form of managed care. States contract 
with MCOs on a capitated basis for a comprehensive benefit 
package 

Risk-based managed care is the only alternative that will yield budget predictability/stability, 
administrative efficiency for providers, and holistic physical and behavioral health treatment for 
members. 

Program design: Benefits, enrollment, and populations 
Implementation of a successful program is dependent on the planning and design of several key areas 
including: 

20 http•(/www n,asonbay.com/cllents/de:v2.(cahp·html·3/pdfs,fMC-Mana1edCareValueAptsFS012009.pdr 
21 http://www hrsa .gov/qua1ity(toolbox/S08pdfs/pr~natalmoduleacceu:pclf 
ll hDp"./Jwww.ncqa.org{Portals{O/Ne:wiroqm/SOHc/2013(SOHC~web version repart.pdr 
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Benefits 

Enrollment 

aetna-
Determining covered benefits is a critical decision point. Integrated whole­
person care cannot be achieved if, for example, behavioral health or dental 
benefits are provided outside of the managed care contract. 

Enrollment rules are another critical program design area. Deciding if 
enrollment is mandatory, voluntary, or has an opt-out will determine a 
program's success. Mandatory enrollment with lock-in periods will yield the 
most cost savings and quality outcomes. 

Populations Populations that will be enrolled in managed care must be carefully weighed. 
Extending managed care to populations with challenging medical needs, such as 
the aged and disabled, is encouraged to maximize savings but must be balanced 
with rate-setting practices to properly adjust for health status and risk. 

Special Financing Programs and Supplemental FFS Payments 
The existence of special financing programs and supplemental FFS payments such as Upper Payment 
Limits {UPL), which are relied upon by hospitals and safety net providers, may appear to be a 
complicating factor standing in the way of states considering implementation of a capitated managed 
care model. There are, however, a number of methods for resolving this issue and increasing the 
amount providers receive through these supplemental payments while still implementing managed 
care. Some states have used federal waivers as well as the inclusion of provider tax and 
intergovernmental transfer funding in managed care rates to solve this funding issue.23 We encourage 
Alaska to look at how other states have handled this issue if this is of concern to the State. 

Timeline and Critical Planning Steps 
Medicaid reform and implementation of managed care must be conducted in a responsible and 
methodical manner. It is common to see states take 18 months to move to managed care. This allows 
time to: 

• Receive stakeholder and advocacy input into program design 
o Proactively engage with community based organizations, member advocate groups, and 

providers to ensure all parties participate in the process to make program 
implementation successful 

o Customize the program to drive cultural competency-tailored solutions to health 
disparity gaps found across unique Alaskan populations 

• Design the program: populations included, benefits offered, enrollment mechanisms, etc. 
• Write and receive approval of CMS waiver and prepare state plan amendment documentation 
• Prepare the provider community for transition to a managed care mode·t 
• Draft and release a competitive procurement that will ensure transparent MCO selection and 

foster free market competition 
• Select plans and implement program 

In Closing 
Aetna Medicaid would like to thank you for the opportunity to contribute to the Medicaid reform 
dialogue in Alaska. We believe Medicaid managed care is a viable option for Alaska and we offer support 
and encouragement as Alaska navigates the complexities of Medicaid Reform. 

1J http:ffhcr.ameriJv0upcorp.comfwe,:ontent/up]oads{2013(04/Achlevlnq the Benefits of Manaaed Care While_ Preserving Funds From Upper Payment l1mh Prognims,pdf 
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LEGISLATIVE RESEARCH SERVICES 
Alaska State Legislature 
Division of Legal and Research Services 
State Capitol, Juneau, AK 99801 

TO: Senator Pete Kelly 

FROM: Chuck Burnham, Legislative Analyst 

DATE: March 2, 2015 

Research Brief 

(907) 465-3991 phone 
(907) 465-3908 fax 
research@akleg.gov 

RE: Medicaid: Status of State Expansion under the Affordable Care Act and Selected Information on the Use of Managed 

Care Organizations 

LRS Report 15.284 

You asked about the status of Medicaid expansion under the Affordable Care Act (ACA) among the 
states. You also wished to know about the use of managed care organizations {MCOs} in state 
Medicaid programs. Specifically, you wanted to know whether states that expanded Medicaid 
under the ACA implemented use of MCOs as part of the expansion, and if that administrative 
structure was delineated in legislation authorizing the expansion. 

The federal Patient Protection and Affordable Care Act (P .L. 111-148), or ACA, includes a requirement that states expand 
Medicaid programs to cover individuals with incomes of up to 138 percent of the federal poverty level.1 However, the June 
2012 U.S. Supreme Court decision in National Federation of Independent Business v. Sebelius, made Medicaid expansion 
under the ACA optional for the states. According to the Kaiser Family Foundation (KFF), to date 28 states have expanded their 
Medicaid programs under the provisions of the ACA. Governors and/or legislative leadership in seven of the 22 states that 
have thus far rejected expansion, including Alaska, are currently considering expansion.2 

Use of Private Managed care Organizations in Medicaid3 

"Managed care organization" (MCO) is a term covering an array of health insurance delivery models. Typically MCOs contract 
with health care providers and medical facilities to provide services at reduced costs for members covered by the 
organization. According to the federal Centers for Medicare and Medicaid Services (CMS), managed care is intended to 
provide a 

health care delivery system organized to manage cost, utilizat ion, and qual ity. Medicaid managed 
care provides for the delivery of health benefits and additional services through contracted 
arrangements between state agencies and managed care organizations that accept a set per 
member per month (capitation) payment for these services. 

By contracting with various types of MCOs to deliver Medicaid program health care services to their 
beneficiaries, states can reduce program costs and better manage utilization of health services. 

1 Text of t he ACA can be accessed at http://www. gpo.gov/fdsys/granule/PLA W-111pub/148/PLA W-111pub/148/content-detoil.html. Portions 
of t he federal healt hca re overhaul are also contained in the Healt h Care and Education Reconciliat ion Act of 2010 (P.L. 111-152), 
http://www.gpo.gov/fdsys/pkg/ PLAW-111publ152/pdf/PLAW-111publ152.pdf. 

2 The KFF tracks stat e actions on expansion of Medicaid under the ACA at http://kff.org/health-reform/ stote-indicotor/state-activity-around­
expanding-medicaid-under-the-affordable-care-act/ ll. The Foundation is a not-for-profit research organization wi t h the goa l of being "a trusted 
source of information in a health care world dominated by vested interests ." The KFF generally supports t he ideal t hat all people have access to 

healt h Insurance, but takes no position on the ACA or any other law. 

' The efficacy of managed care as a means to reduce costs and improve quality is a quest ion outside t he scope of your request . It is im portant 
to note, however, t hat research on the t opic has reached mixed conclus ions. Nonetheless, recent stud ies have shown t hat well-designed and 

implement ed managed ca re strategies can transfer risk away from government payers (see, for example, 

http:/ /www.columbla.edu/-jnv2106/jvanparys.Jmp.pdf) . 



Improvement in health plan performance, health care quality, and outcomes are key objectives of 
Medicaid managed care.4 

According to the federal Centers for Medicaid and Medicare Services (CMS), pursuant to regulations at 42 CFR 438, four types 
of managed care entities are recognized for Medicaid programs as follows: 

• Managed Care Organizations (MCOs) 

o Comprehensive benefit package 
o Payment is risk-based/capitation 

• Primary Care Case Management (PCCM) 

o Primary care case managers contract with the state to furnish case management (location, coordination, 
and monitoring) services 

o Generally, paid fee for service for medical services rendered plus a monthly case management fee 

• Prepaid Inpatient Health Plan (PIHP) 

o Limited benefit package that includes inpatient hospital or institutional services (example: mental health) 
o Payment may be risk or non-risk 

• Prepaid Ambulatory Health Plan (PAHP) 

o Limited benefit package that does not include inpatient hospital or institutional services (examples: dental 
and transportation) 

o Payment may be risk or non-risk 

States can implement managed care delivery systems for Medicaid recipients under three separate authorizations within the 
federal Social Security Act (P.L. 74-271): state plans (Section 1932[a]), plan waivers under Section 191S(a-b), and plan waivers 
under Section 1115.5 The KFF provides a useful overview of states' use of waivers in expanding Medicaid under the ACA at 
http://files.kff.org/attachment/ issue-brief-the-aca-and-medicaid-expansion-waivers. 

Recent Medicaid MCO Activity in the States 

Research by the KFF and others has illustrated that Medicaid enrollment in MCOs has increased substantially in recent years. 
This growth has been driven, in part, by expansion of Medicaid under the ACA; however, the use of MCOs has also increased 
in non-expansion states as policymakers and others continue to seek ways to control the growth of costs. According to data 
compiled by the consultancy PricewaterhouseCoopers (PwC), enrollment in private MCOs by Medicaid recipients increased by 
roughly 9.3 million individuals in the year beginning third-quarter 2013. Over the same time period, total Medicaid 
enrollment increased by approximately 9 million enrollees. That is to say, net growth in the number of Medicaid enrollees 
covered by a private MCO has been somewhat greater than overall Medicaid expansion. 

According to PwC, the share of Medicaid recipients nationwide receiving comprehensive medical coverage through a private 
MCO increased from about 59 percent to 66 percent over the year studied.6 These recipients are spread among the 39 states 
with Medicaid MCOs in place, wherein enrollment ranges from 11 percent in Iowa to 100 percent in Tennessee-one of the 
states that has rejected expansion under the ACA. According to the KFF, 90 percent of all Medicaid recipients live within the 
39 states with Medicaid MCOs. 

• http://medicaid.gav/medicaid-chip-pragram-infarmation/ by-topics/delivery-systems/ manoged-core/ monoged-core-site.html. 

5 Waivers exempt stat es from certa in requirements of federal law in order t o allow flexibility t o design programs to most effectively deliver 
and fund services. Relevant sections of federal law and regulat ion, state managed care profiles, detalls on the parameters of waivers, and t echnical 

assistance for states regarding managed care are all available at http://medicaid.gov/medicoid-chip-program-information/by-topics/delivery­
systems/ managed-care/monoged-core-site.htmi. 

6 Ari Gottlieb, "The Expanded State of Medicaid in the United States: Private Medica id Health Plans Crossing the Tipping Point," 

PricewaterhouseCooper, January 2015, http://www.mhpa.org/_ uplood/ 201501StateofMedicaid2014.pdf. 
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As the increases in enrollment figures referenced above suggest, a great deal of activity has occurred with regard to Medicaid 
managed care in recent years.7 Among the changes states have variously implemented over fiscal years 2014 and 2015 is the 
addition of geographic areas covered by MCOs (9 states), creation or expansion of eligibility groups (34 states), and enactment 
of policies making enrollment in managed care mandatory for some segment of Medicaid recipients (13 states).8 The 
attached table shows for each state the status of Medicaid expansion under the ACA, level of enrollment in private MCOs for 
Medicaid recipients, and an account of the states where selected expansions to MCO coverage have been implemented. 

Implementation of Medicaid MCOs in Legislation Expanding Medicaid under the ACA 

We located no instance in which legislation to expand Medicaid under the ACA created an associated MCO program, or 
directed state agencies to do so, where no such program previously existed. There are likely a number of reasons this 
approach has not widely been undertaken. First, of course, is the fact that Medicaid MCOs were already operating in many 
states when ACA expansion was undertaken. Further, where those programs do not exist at the time of expansion, an 
amendment to the state plan or approval of a waiver as mentioned above is required prior to the implementation of a 
Medicaid managed care program. 

In a number of states where expansion under the ACA has taken place, it was not accomplished through stand-alone 
legislation. For example, Delaware, New Jersey, Rhode Island, and Washington expanded Medicaid through line items in 
budget bills-a legislative vehicle that is not necessarily well suited for detailed programmatic directives. In other states­
prominently Kentucky and Ohio-expansion under the ACA was directed by their respective governor absent enabling 
legislation. 

Although we located no legislation directing creation of Medicaid MCOs, a number of states' enabling measures provided 
some degree of direction regarding managed care. For example, California's voluminous ACA legislation includes a 
requirement that Medicaid recipients enroll in Medi-Cal managed care in counties where such plans are or become available 
[Cal. Welfare and Institutions Code§ 14005.60(c)(l-2)].9 Enabling legislation in Michigan is more broadly prescriptive 
regarding the use of MCOs, directing an aggressive move toward the use of waivers to mandate Medicaid managed care as 
follows: 

By September 30, 2015, the department of community health shall develop and implement a plan 
to enroll all existing fee-for-service enrollees into contracted health plans if allowable by law, if the 
medical assistance program is the primary payer and if that enrollment is cost-effective. This 
includes all newly eligible enrollees [in Medicaid under the ACA) . The department of community 
health shall include contracted health plans as the mandatory delivery system in its waiver request. 
The department of community health also shall pursue any and all necessary waivers to enroll 
persons eligible for both Medicaid and Medicare into the 4 integrated care demonstration regions 
beginning July 1, 2014. By September 30, 2015, the department of community health shall identify 
all remaining populations eligible for managed care, develop plans for their integration into 
managed care, and provide recommendations for a performance bonus incentive plan mechanism 
for long-term care managed care providers that are consistent with other managed care 
performance bonus incentive plans.10 

The legislation authorizing Medicaid expansion under the ACA in New Hampshire seeks to control costs, in part, by making 
premium assistance for certain adults newly eligible for Medicaid contingent upon those enrollees choosing either a qualified 
health plan from a federally-facilitated health exchange or one of the state-contracted MCOs.11 

7 Legislative Research calculations based on dat a provided by Gottlieb, PwC, pp. 13-14. 

8 The KFF publishes a great deal of data and ana lysis t hrough its Medica id Managed Care Market Tracker at http://kff.org/stote­
cotegory/medicoid-chip/medicoid-monaged-core-morket-tracker/. 

• See§ 9 of t he enabl ing legislation in California is available at http://www.leginfo.ca.gov/pub/13-14/bill/asm/ab_OOOl-
0050/abxl_l_bil/_20130614_ amended_sen_ v97.htm. 

10 Act No. 107, 2013, Section 10Sd(i)((4), http://www.legislature.mi.gov/documents/2013-2014/publicact/pdf/2013-PA- 0107.pdf. 

11 New Hampshire SB 413-FN-A, § XXIV(a), http://www.gencourt.state.nh.us/legislation/2014/SB0413.html. 
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These examples are by no means exhaustive of legislative directives regarding MCOs and ACA expansion, and as we indicated 
above, policymakers across the country are aggressively seeking changes to and increased use of managed care for Medicaid 
enrollees. Ultimately, should Alaska pursue such policies, their specific design and implementation would necessarily be 
driven by the state's unique geography, demographics, medical markets, and the needs of Medicaid recipients. 

We hope this is helpful. If you have questions or need additional information, please let us know. 
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Medicaid: Status of State Expansion under the Affordable Care Act {ACA} and Selected Information on the use of 

Private Managed Care Organizations {MCO) 
J. 

t 
·., ''·,;·~-:-,· 

,LP(~,ti·or, -
j' 

United States 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New Hampshire 

New Jersey 

New Mexico 

New York 

Adopted: 28 states 

43,331 

0 

0 

1,316 

166 

7,931 

780 

0 

181 

2,685 

1,177 

326 

0 

378 

760 

59 

399 

1,050 

907 

0 

1,077 

773 

1,459 

801 

160 

389 

0 

188 

403 

127 

1,476 

578 

4,389 
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65% 

0% 

0% 

83% 

19% 

77% 

72% 

0% 

78% 

74% 

68% 

100% 

0% 

12% 

68% 

11% 

93% 

90% 

71% 

0% 

84% 

42% 

76% 

75% 

21% 

47% 

0% 

81% 

67% 

86% 

92% 

89% 

76% 

9 States 

X 

X 

X 

X 

X 

X 

X 

34 States 13 States 

X 

X X 

X 

X 

X X 

X 

X 

X X 

X X 

X 

X 

X X 

X X 

X 

X 

X 

X 

X 

X X 

X 

X X 

X X 
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Medicaid: Status of State Expansion under the Affordable Care Act (ACA} and Selected Information on the use of 

Private Managed Care Organizations (MCO) (continued) 

Fiscal Years 2014-20153 

, ... . 

North Carolina 0 0% 

North Dakota 13 Unavailable X X X 

Ohio 2,133 84% X 

Oklahoma 0 0% 

Oregon 850 86% X 

Pennsylvania 1,668 74% X 

Rhode Island 223 86% X 

South Carolina 737 64% X X 

South Dakota Rejected 0 0% 

Tennessee Reconsidering 1,241 100% 

Texas Rejected 3,539 89% X 

Utah 195 78% X X 

Vermont 0 0% 

Virginia 707 78% X 

Washington 1,186 73% X X 

West Virginia 202 40% X 

Wisconsin 702 62% X X 

Wyoming Reconsidering 0 0% 
Notes: 1) Expansion status as of January 27, 2015. "Reconsidering" indicates t hat following the state 's initial rejection of expansion, the 

governor and/or legislature in the states listed have indicated that serious consideration is being given to pursuing Medicaid expansion under 

the ACA. 

2) This column shows the number of Medicaid enrollees covered by a comprehensive Managed Care Organization plan for medical services 

offered by private-sector insurance providers or public organizations that are not state agencies. Figures include on ly medical coverage; 

behavioral, dental, and pharmaceutical managed care plans are not considered . 

3) These three columns indicate whether states have expanded the geographical scope and eligibility of Medicaid MCO plans, and if 

mandatory enrollment in an MCO has been implemented, during fiscal years 2014 and 2015. 

Sources: Status of Medicaid expansion and MCO geographic/ eligibi lity expansion and mandatory enrollment: Kaiser Family Foundation, 

State Health Facts, Medicaid and CHIP, http://kff.org/state-category/medicaid-chip/ . Private MCO enrollment by state data: Ari Gottlieb, 

"The Expanded State of Medicaid in the Un ited States: Private Medicaid Health Plans Crossing the Tipping Point," PricewaterhouseCooper, 

January 2015, http://www.mhpa.org/_uplood/20150l StoteofMedicaid2014.pdf. 
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EXECµTIVE0 ,SUMMARY . ·- ' . ( . 

Appendix A lists the studies reviewed. 

It is worth noting that, although not a focal point of this engagement, many of the studies 
reviewed addressed the impactofm.anaged care on access and tontinuity of care as well·as on 
costs. In the _overwhelmirig nfajority-'of cases, the· state Medicaid.managed care pi ograms were 
found to have_improved Medicaid beneficiaries' access to services, and both the programs and 
individual managed care organizations (MCOs) have earned high satisfaction ratiitgs fro~ 
enrollees. · 

The studies present compelling evidence that Medicaid managed c;are progr~_can yield 
savings. The studies· also suggest that certain populations or services are especi~ y likely to 
generate savings in a managed care delivery system. W~ Swplll<l!~e these finc!_ings J>elow. 

. .:· , ... ; ~ ~.·:;. ·, ;,,:~ ~ .. . ~~: . 

• Fir~t, ~!t~ studies strongly suggest that the Medicaid managed 'care_·~ ~del typjcally 
yields cost savi~gs, While percentage ·savings varied' wid!:1y (fro~ ~0. ~ I€,,e0 . "·· r 

126~~~, nearly all the studies demonsfrafed a savings .fj:om tli.e m·anaged care setting 

~~c~~~:; tJ e'~tudies l!t.~~de -some ~yi~~~~; thi t ¥#~ ~~l~)#~g~d ~~~J~tri~i~ ~ e · • 
significant for the SuppleD,'lerital _Security Income (SSI) an~ SSI:..re!ated population. 
In Arizona, 60 percent of the $102.8 million savings achieved frorri-1983 to 1991 is from 
the SSI population. In the Kentucky Region 3 Partnership, the 551 population made up 
25 to 34 percent of total enrollment and accounted for 53 to 61 percent of the savings 
achieved from 1999 to 2003. An analysis of a subset of the entire Oklahoma aged, blind, 
and disabled (ABO) population who were enrolled in a particular Medicaid health plan 

1 This total includes two reports on Michigan Medicaid, two reports on Maryland's HealthChoice's program, two on Ohio's 
program, and two reports on the Texas ST AR+PLUS program 
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The reports sumfrtar~e the cost sav.i!lgs e?'perien~e of just som~ of ~e states that have 
implemente(m¥1aged care for tneftMe(iicaid popu)a_t;ions. Since the early 1990s, state 
~edicaid-pr,_o~t ~ have t,pned inq ~~~gly t9. ~ ~ agec!:c,ar!'!JC? improve access to care and 
contain coi tsJ ;Many sta~ey have en.;roll d~siiable· pomons·o( thei,r Medicaid benefici~ 
popufatiql,sj.:n!~om,eJ orm 9f manage_d·c¥e-:- most oft~)n 1*¥\~ged care pl~ that provide 

- •.a~-,_,·--_-····--~---~.-- ........ ~- ....... ,_., n .··-- - .-.-•-,~·""'"·..;l..., ... - .. ~.-... --:"'~-· ... -· .... ., •. ··~-- "'--

C~!Jlpre~e~ i!~,s~rvices ~ -~~}r_ri_\~~Df~§. on ~f 2'?~~~,tei prepai_~ b~~~~2 i;:~wevit th~~eis 
still substanijaj. opp<;>rtunify for states o exp~d.Med1caiq enro_llment m-managed care plans. 

',_ , • ~ . ':,., • ,, '."!i ·~ ~ ,' . ' • 

1nis report de_als exclusively with savings from the comprehensive, prepaid managed care plan model in which health plans are 
paid a capitation rate and are r~sponsible for providing and/or arranging for the provision of all or a majority of Medicaid 
covered services for their enrollees. The primary care case management (PCCM) model is also used by a large number of states, 
often in conjunction with the p repaid, comprehensive managed care plan model. Under the PCCM model, each Medicaid 
recipient is linked with a primary care physician who receives a per capita management fee to coordinate a patient's care. 
However, all medical services provided to the recipient are paid on a fee-for-service basis. References in this report to 
"Medicaid managed care," " managed care model," and "Medicaid managed care model" are references to the comprehensive 
prepaid managed care model only and are not inclusive of the PCCM model._The PCCM model is not the subject of this report. 
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~CS.\J.f.~T g to !b~-~;~,t7r~ fo~ fyledi?~ e __ al):d Med!.c~ ? · S,e.["J!=~~ (~~?)~ 4?,:_~perc:~!1 f ~f) h_e · . .. ·:, ·, 
M~~\c~~~pop~~tio_n w~ iy.u~ll~~ Ill, ~o,mpr7h~~1ye<er~p~1~t Il!~ aged ccife ~a~; of I~ e?00.7. A 
null)~er, pf states1 th.ough;, 11av( ~ c~~d out!' ~on,:i; of th~, _lli~he~~~ ;~~~ ~erv_1c;~, ~~~ the1r .. 
man~g~d'cc!l'e"prograP,1S, a:nd.m:ps!_s~tes h~ye !:!,Xp uqe~.~nt:ge ~Y~"ijity cat~gor.1~,.-g_en~rally . 
the high-co!t ?isabl~~;p~pi;tl~pons /2=Jr,9xn 'tlje~ fnan~~e<;t~~p.e ~1.1:i# a.tiye\ l s· ~ ~~~uJ.t, t ltile,. 
more than lialf of all Medichld oeneficiaries are enrolled-in some form of managed care, more 

• • . - • • •. ~--.. _., .... J . ,.. -.t1 ,:l,, .• !'·· · .... -.... f...;- -~· •. . ~.,.--~ ~~4.' . 

than 80 perc~ ~_of na~on~l,Medic~d sp~ d!J.tiz ~~aµis_ ip th~:FFS ~~-~ g} · 
f ~:j, , ~ . -. , '~ f'·' 

1 
• ,_ .>; .... ·._ •' • I • •. _if..; -t: _".;_ ,:._ . .,. 

Give!), the a9v~se_ budg~t pr~sµres cur~ently c;.~nfrontiitg _s~ t~s; R~licyma}<ers !1fe· 1 · 

under_stand~Pty. iriteresj ed· in a5Se§_~~ g-whether S't,~~:,Me.dic~g ,m~ ag~_d care .. e?(p~ion might . 
ease ~ese fisfjll'pr~~sur~.~·-. Wit:J¥: !he Mediqtiq:_p~dg~t!, tlfe:alt~ajati~epa'thsj b fi§cal ~avings 
seepl,IhUC,h.J116,re UO~,J?J~s9.m~ - cuttin·g"eligibilitr, eliµt~ a?flg, ~ne~~f or red~cirtgj~Jready~l?W 
provider pay merit levels . . .• ' . . . . --;.< •• ·- '· • • • ,,\t, . • , . . r1,\' . '' . . . 

· • . ~ : • • · :: ' ; • ;1. • • ·1 _,. .: ·. • -~-. ·. - · \.~ ,, ~ + . , ,; .. ·. ,. ..... ·:. ·~ t ... ~ , ,., .;, ,,. · . . 
'fll~ firidm~~-£row~ studY,·~eJ!ldllStra~e.tna~ !he inanage~.t cire ~ Oq_fl a~ ey~.s acc~ss ~ ? . 
q4~ty ~protem~ts-~wl}jl~:at 1:!1~ same rure"fi~}4jrtg}v1.e1ic,aid,proITTam "sav~g~·: F# thf r, t i~. 
clear that-:.:- thi"pµgh carefully orafted managed'. care 'program aesign t:l}at .;s tailored ,to ,the·state' s 

- -. '.-. •'l;.'!, _..,.; \,. ' .g--ilo.,: ,I if. I ' '! ~/ ·;1 ,,o-;' ~' .,.!,- ' 

11ec!icaid po):'tpa~~~ ~~ -~e~graphic l¥1dscape::- f.Er_c~l.~p~~r~ ~eflx~s!·!qr sta~s. to ~nefit 
from expanding ilie t_v{edicai4~~ ; ,[ ed~~ar~ _model to eliSl,bilt,ty ~ !e~one~ _and services 
heretofore largely excludeq.fro~ IPanaged care. 

•.• ' i~ ··;-~~ ,,A~ 

., 
- :• 

j .., . 

l 2005 Medicaid Quarterly Statement, Centers for Medicare and Medicaid Services, http://msis.cms.hhs.gov/. 
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INTRODUCTION· AND C0NCEJffUAL OVERVIEW ,. 
. . . . . l :;. ··: . .': . ·., j'T • 
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Alldther 
Medicaid 

Populations 

.f ·. \.,~ 
~ -· .. 
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- .... _.'-·. .-r-

In addition, a number of ~.tlib~s "carye out" c~r~ servic~s, ~{ich .as pr~s__,c;9ption drugs ~d 
mental health, from their existing m~aged· care programs·~~ p~yJ or_ tI;te$e services on a FFS 
b 

. . .. .. ' ' .. •,.· .. 
asIS. 

·t 

This report deals exclusively with savings h~fu the comprehensive, prepaid managed •care plan model in which health plans are 
paid a capitation rat~ and are responsible for providing and/ or arranging for the provision of all or a majority of Medicaid 
covered services for their enrollees. The Primary Care Case Management (PCCM) model is also used by a large number of 
states, often in conjunction with the prepaid, comprehensive ~ariagecfi:are plan model Undir the PCCM model, each Medicaid 
recipient is linked with a primary care physician who receives a per capita management fee to coordinate a patient's care. 
However, all medical services provided to the recipient are paid on a fee-for-service basis. References in this report to 
"Medicaid managed care," "managed care model/ "Medicaid managed care model," and "capitated managed care" are 
references to prepaid managed care moi;lel only and are not inclµsive of the PCCM model. 
2005 Medicaid Quarterly Statement. Centers for Medicare and Medicaid Services, http://msis.cms.hhs.gov/. 
Kaiser Family Fo~dation State Health Facts, Distribution of Medicaid Enrollees by Enrollment Group and Distribution of 
Medicaid Payments by Enrollment Group, FY2004, http:/ /www.statehealthfacts.org. 
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Thus, for state policymakers dealing with ;Medicaid budget woes, Medicaid managed care 
expansion emerges as a particularly attractive alternative to the other primary options available, 
including reductions in eligibility, ben~fits, or still deeper cuts in already low provider payment 
rates that further undermine Medicaid's ability to avoid being perceived as a "·second class" 
system of coverage. . 

As states consider expansion of Medj.caid managed care, i~ is·~seful "tq understand both the 
reasons the compreh~nsive; prepaid" Il),anaged care .. model would be expected to ;ave money 
and the challenges to such programs in yielding savings, This knowledge can ~elp guiq.e states 
not only in tneir br9ad decisions regarding implementation or expansion of Medicaid ii:tanaged 
care, but perhaps more importantly in designing the specifics of managed care initiatives­
including eligible populations to target, geographic areas to include, and whether enrollment is 
voluntary versus mandatory. Below we briefly outline some of the theoretical cost-savings . 
opportunities and challenges associated with the managed care model in Medicaid, and then set 
the stage for the body of our report, which summarizes the research on Medicaid managed care. 

A. Savin~s Potential of the Managed Care Model , . 

Savings opportunities in Medicaid managed care are largely created by the inherent str_µctural 
challenges of coordinating care and containing costs in the FFS setting. ·The FFS model is an 
unstructured system of care that creates incentives to provide as many services as possible, 
while doing little to encourage· providers to manage the mix and volume of services effectively. 
Managed care organizations (MCOs), on the pther hand, combine within one entity tne 
responsibility for both the financing and delivery of health care and thus have strong incentives 
- and means ..., to coordinate care and, in turn, reduce the costs of inpatient and other 
expensive categories of health care services, where Medicaid spending is concentrated. 

Initiatives to generate savings in the Medicaid FFS setting have predominantly focused on price 
controls, whereby states cut their payments to providers. While this approach may result in 
savings, it is not without risks. Low payments drive mainstream physicians out of the Medicaid 
program, impeding Medicaid beneficiaries' access to primary, preventive and specialty care 
services and funneling Medicaid care toward more exp_ensive institutio_nal-based services. 

Medicaid managed care plans have opportunities to achieve savings through a number of 
mechanisms, including but not limited to the following: 

• fuiproving access to preventive and primary health care by requiring participating 
doctors and hospitals to meet standards for hours of operation, availability of services, 
and acceptan~e of new ~atients 

• Investing _in e~ollee outreach and education initiatives designed to prom~te utilization 
of prev~tive services and healthy behaviors 

• Providing a "medical home" to an individual and utilizing a physician's expertise to 
refer patients to the appropriate place in the system (as opposed to relying on the 
patient's ability to self-refer appropriately) 

• Providing individualized case management services and disease management services 
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B. 

Collectively, ~e above ·m~<!,llisms ci_~eate Sh:ong s.~Y,~g~,9ppo~ ties f~r the M.~di<;tift · . ., . 
managed car~ inodel. At tpe S?,me.time, fttere are1a¼o s9me fa,cJors working'ag~t the model's 
ability to achie~e saving~ in 1'4~~icaid. These cl.'aJ!enges.ar.e, op~ed below. · ·' 

. • ,r ,.t" .. ,. . ... ! ....... · ',: ,~ . . .:.:.,;,.:~ .• .· :. ~ ,<c .. -. • f,~, . :: '·~~;. ._:.;:-t·. ·_/';r'. ;_·; \, . 

Transitory Eni:q_llme~t. A unique·challe~g~ in tlj.e ,Medic~~? managedi ~re aren,a i( the volatile 
eligibility in the)fransitional Assistance to Needy: Families (TANFYpop~,ation;, Most Medicaid 
MCO ei;µ-oll~es -a,re;TA~;beneficiaries; an~'.by definition tliese persons·'!iave snort-terftl 
enr,cfllm~i:it i:iuration. ·nus poses a substanti~ admilµs frative bufden in C:o~tinuiilly processing a 
Ia/ ge ~o;~e. qf. ~ i:01191~~ ,,$cl ~eru;ollil}tr,ts1 · ~ dudii).~:.!'ew._m~ll}b~r c;i_ri~n~p°r~ c!~tiyities· 
and materials. The volatile nature of TANF-enrollment also.obv1ously.inhib1ts tne MCOs' 

• • .... . ...., j,.( ; .. . .,. ~ ' ,. ~ • - ·, ! ·-/ 

ability to influence these.perso~' long~-.fe:rm health ~tatu~ and co~~ trajedory,o .. . 
. :, -i;:"' .• . ~ ' ' "; ·':' ~- .. ... . :.. ,"! 

Poverty-Related Enrollee Cha,rclcteristics. M~dicaid ~eneficiaries often face a numb.er of 
1 • ,ti • , .... ,1- ...,_ • , , . 

b~riersto ,heaith.ccare ~ -~t ~e. t~!~ff .. 1 j~o!~ ~ i.tripbY.~rist"i~.d sta~ . · ~ ~ e -inc!~deJ ow ~ 
educational a~enf, langu'.age and literacy ]:,arriers, ho~elessi:ies~, !ack'of r~!iable . 
transportation,_.¢d inadequate-child:. care optjons, to name .a few;. S~ch ba,rriers may challenge 
MC0s' effor_ts .t<:> m~afie and coor4!Pate .eru:ollee care and often·require them to make 
additional investments to accomplish those goals. · 

Prescription Drug Rebates. The Omnibus Budget Reconciliation Act of 1990 established the 
Medicaid Drug Rebate Program, design~d to ensure tha~ Medicaid did not pay "_list" prices for 
prescription drugs, but was able to take advantage of discounts that were avail!'lble to 
manufacturers' most favored purchasers (the "best price"). Drug manufacturers pai;ticipating 
in the drug rebate program provide quarterly rebates to states for drugs dispensed,to state 
Medicaid beneficiaries. These rebates· r~sult in "best price" to _Meqic~d, i.e., Medicaid pays the 
lowest price paid for a prescription prqdjict by, any purchaser, other than federal disco}lllt 

pr~grams and st:ite_ pha~~ce4.~cal ~~~i~t~c~ pro,gr.~ . ~owever, th_e l~~ ~clu,d~.~rugs 
paid for by Medicaid MCOs (on b_ehalf of therr Meaic,aid enrollees) from being counted.toward 
manufacturers' rebate requirement. As private purcha~~rs, Medicaid managed care plans are 
not entitled to the rebates maild<!,ted by .tbe Medicaid Drug Rebate Program. Medicaid MCOs 
must enter in~o separate negotiations with: drug manttfacturers, either directly or through their 
contracting pharmacy benefits managers. Because MCOs do not have the same most favored 
status as Medicaid, they are not able to negotiate discounts as large as those realized by the state 
Medicaid agencies through the rebate program. 

Rural Barriers. Rural settings pose daunting challenges to the managed care model in 
Medicaid (as well as for other payers). The limited number of providers can n:iake development 
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Capitation Rate-Setti.ng. An overarching issue that deferm.in~ the l~vel of Medicaid savings 
that will be acJ1.ieved·thr~~gh,the capitated model is the capita~onrates(;hemselv~. I( is by no 
means an autqinatic process for states-to pay a capi~Jion· rate that builds i.i:t sav ings and is also 
su{{icient to· cover,MCOs' Il).edical costs, ~dministrativ~ costs, and p~ofit/ oper~ting margfn. 
need~. A delicate· balam;e·ofter( exists. C_aj,itation r~tes set\1nnecessarily high i:an ooviously 
res\J.Jt in sta~-Jlavhlg gi'e~ter 1:!Xp~n_di}tues under· their manage~r care ·progr~ than in their FFS 
programs,; Rates,settoo low will make·it difficult to attract or re~ in health plans and could 
violate the federal reqajrement that ra!~s must be ach,lar\ally sound. · 

c . . Qbj~ctty~s of, This Report . 
' ,, . .,, ' 

Giyen bot:Jt the potential of cµ1d ·challenges for managed care to yield savings to state Medicaid 
programs-:as well_ as federal requirements that stat~ report on the savings their Medicaid 
m~aged, care programs have achieved, state and federal governments, private foundations, 
and health pla~ _have commi;ssione~ numeJ:'.~-µ5 studies on 1;he fiscal impacts of capitated 
Medicajd managed' care initiatives. To bett~ understand the fu,:tdings of the research to date, 
America's Health Insurance Plans has asked The I,.ewin Group (Lewin) to objectively 
SUillmarize a sample of the body of research. 

In total~ LeW'lll: reviewed 24 sfudies7, including federally-required independent assessments of 
state Section 1915(b) waiver pi:og:r-ams targeting specific type's of s~rvices or populations, and 
general i'eP.orts·on the impact of Me(Jic;aid managed care. Some of 'the studies were conducted 
by states, while others such as the independent assessments were conducted by entities such as 
academic research institutions or consulting or actuarial firms. Other studies were conducted 
under contract with the federal government or private foundations; One study was health plan 
funded. Studies were identified and selected by America's Health Insurance Plans and Lewin 
with the goal of providing a balanced overview of cost savings that have been achieved under 
Medicaid managed care. 

Section II of this report presents findings from the research, including an overview of each of 
the 24 studies that were reviewed followed by a summary of findings by topic area. The 

7 1his total includes two reports on Michigan Medicaid, two reports on Maryland's HealthChoice's program, and two reports on 
the Texas sr AR+ PLUS program. 
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This section· summarizes. each'.of the 24 studies reviewed. Stt1d1es,are grouped mto those that 

)1, ,. ~ , ',., ...... ~ i\~.:' "f 1 :r1 ~u-1 . t: .,. .. . ,.·· ;i.~ .. ~ y' ., •. - ,·. ., 7 

examined·f~tes' oyerall ,cap!tatea Medic~~ mariaged ifare i;i,rograms; thp~~ tna~·look..etl at state 
capitated· M~cli~cafd mahf ~ed.,~<ife·ptoef ~ .~afgete;d ,tQ. SB~cific poputatiops, ki.~ tlws1:: ·tl},at 
analyzed, specific~aSP,eC~ '.?f. Me1 caid managed ~ e, su~h ~s .. th~ mo,dltl'~ ~pad ·on,_p};l~ ,i:p_acy 
services. A summMY of savings) 1.chieved unqer.Medicaid managed care as r~ported in tne­
studies is provide_d .in ApR~ dix·. B~¥td detaµ~cl_s~mmaries qf the sttidi~s are inclµd1d)!i 

' ··~. • ~ • ~ 1' t !,.. ,. " ... oi l \ ~ • • 

Appenp~ ~- The ~ectio~ r elow also prov,iq_e~, bri,ef summaries of qualify and li.cfeSS to h~altfr 
care outcom~e~ of _the capit~ted_managed c~ ~.programs, ifthe information 'kas pr~yided}n the 

studies. ' ·\J·:. ' f--~" · ·~~ '"' ·· ·.: ,':· · ·, · .. l) . ~ "<. :~ / .. :;:-:'i;;:~\~·~:-, ,·., 
In ·considerihg the savings-associated with Medicai~ managed care reporte£f,in•!!ie studies ' ' 
revi_e~ ed: a_ fe~ C~V~ats are n,e~!!Ssary. The savings '~ata fro,~ the studies, canpo{ be_ comj>ar; d 
dire~tly to_ O!le ,another because of-~iffer~nces in state programs and study me~ o~o~ogies for 
which. no adjustments were made. The ~ssessment of savings from Medicaid m¥1aged c!l.l'e 
progr~_ms is predica!~d on what Mel:iicai~ program costs would have ~ .ell ~ d~_r FFS."0 As st.ttes 
e,xpand their-Medi<;aid m~aged careprogr!UJls and gain n;tore exP:ep ~ce with n;tanaged_c;are, 
they also erode the FFS baseline' data used to determine cost-;-effectiveness. 

!' . •. ,. ... ~- • ·.· - ,.,.'It: ,' -eo. ... -

It is also iI:nportantto p_olll! ou.Uha; as~es-sments ~f sa;iri'gs-froll!· ~·fe~ci!id .man.age~ c~e· . 
- ' ' ' .;,. _ ·" - L 1' ,-' .. . ' • .. / .._ r· ,.....i • 

generally are· comparing what claims costs~wotild· ha.ve be~n: \mgE;r FFS to the state's, payments 
to MCOs witfyn the managed care p(bgriun foi the healtlJ. care and'a dministrative services· they 
are required.to provide. That is, cost effectiveness· is .measured by net savings, after taking into 
account: · 

• Claims savings under managed care 

• The administrative expenses MCOs incur as a result of their efforts to coordinate care 
and achieve savings 

• Allow~ce for ' an operating surplus 

MCO adiriinistratjve activities typically include health care~related services such as case 
management, quality m!1Jlagement, disease management, and utili,zation IJlanagement. 
Payments to MCOs also incorpofate a profit/ operating margin. Health plans must have a 
realisti~ opportunity to achieve a favorable operating margin, particularly considering the 
downside financial risk that these organizations bear. · 
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Ai 

KY 

MD .., -_ 

' . ' 

Ml ,/ 

NM ,/ 

OH ,/ 

PA ,/ 

WA ,/ 

WI ,,/ 

,/ ,/ 

,/ 

,/ 

,/ 

,/ 

-->-
:-'.i.·, 'li"l,~·. 

·'- ~ .. ~ ~~ - ,r. 

,/ ,/ 

,/ ,/ 

,/ ,/ 

,/ ,/ 

,,/ ,/ 

,,/ ,/ 

-~'· 
Long-term car:e, mental health, and sch~~(_: 
based services : · i -:. , ,. -_ 

---~ ·,. .Specialty mental healtti~~rvices; 'nursing>l!, . ~ 
,,_ ", ·. facility services after the·first 30 continuous:. 
· "-:;· _days of care, LTe tlGBS, physical therapy, • 

.. 'sp-eech~th'erapy,· occ.upational therapy, · -
r :audiology sel'Yices; ,and selecf drug classes or 

sp~ifiq drugs ": ,- ' . ,, s" .,, -'" . 

M/V l oh°g~tJ~·care, d~ntal:; behavioral, school· 
based health services, select,dasses or . 
specific 'drugs~'·: . ·, - . ·_ 

M Behavioral Health, select classes or specific 
drugs, long-term care 

M Long-term care, mental health, substal)ce 
abuse ·sei:vices, non~emergency_ transportation 

M/V Behavi9ral health, long-term care 

M/V Vision (glasses only); _lon$·te'~m care 

M ,~ _ng·ter;ITI care1,_y-a_ll_SPO.rtati9n, J aniily 
'• .. -

plati'!ing; p~eQcital car~. coordination, 
-, targeted case.manageme_nt, 'dental, : . 

chiropractic, · school~based services, TB· 
related-'services: ·ernploye·r sponsgred. . 
coverage wfap-around.ser.ii~es; pliarmacy 

.., ,&. IV I .j.1, 

'• + • - ~- • H ... , ... ,~, ..... , .... ~ • .-,".'>'"'+.rt,-;.,;-;,, .... •'-.;;r ,• •L •, 

N~!es: In Michigan'~ M~di~id program, m~'J.?,g~ care ~n_rollment is mandatory _fo!,A.f[?.~ ; SSI,. a~d _Age,_d, ~li~.d and 
Disabled (A~p) populations mall but, 19 coun,bes wh~re it 1s volu_n~ry~ I~ W~~qons1n, !)1c:>_st Med1ca1.d.ben7fic1ar.ies are 
served In a_rnandatory enrollment model, which has been implemented in 47 counties; v_olunt_~ry_enrollment is used in 
21 more rural counties. In Pennsylvania, HealtliChoices is mandatory in the Southeast; Southwest, and • 
Lehigh/Capital Zones, while the remainder of the Commonwealth is FFS or voluntary capitatecf' managed care: 
Washington State's Medicaid program Is mandatory for its' TANF beneficiaries. The State currently operates a 
voluntary program, the Washington Cost Offset Pilot Project, for its' SSI/SSl-related beneficiaries. 

a. Adzona 

The level of cost savings achieved by states' Medicaid managed care programs is presented 
primarily on a percentage or PMPM basis, given that the states all have different enrollment 
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levels. The Arizona study yielded the largest percentage t osts savjngs among the states · 
evaluated. In FY1991, total savmgs in,the ;\rizona Health Care Cost Containmen(System 
(AHCCq;) were $52 million, representing'a 19 percenJsavings versus.what FFS costs were .. 
estimated to have ~en absent Medicaid managed care. To ·calculate the FPS equivalent, 
researchers us,ed cost data froµi states with similar pro~ams. · · , 

Throughout the period of 1983 to 1993, AHCCCS achieved cost savings of 11 percent for 
medical services and seven percent in total cost savings once the MCOs' allocations for 
administrative costs and operating margins were factored in. AHCCCS slowed the growth rate 
in Medicaid expenditures between 1983 and 1991 to 6.8 percent under Medicaid managed care 
from an estimated 9 .. 9 percent under FFS.B In March 1997, more .than 450,000 AHCCCS ·. 
beneficiaries were mand~torily enrolled in capitated MCOs. Enrollment as of February 2004 is 
above 750,000, resulting from coverage expansions. It can be inferred that the cost-effectiveness 
of the Medicaid managed care program has been at least partially· responsible for enabling 
Arizona. to finance such-large scale enrollm~nt growth in ·the 'AHCCCS program. · 

b. Wisconsin 

In Wisconsin, AFDCchildren and adults, pregnant women, children, and fclII}ilies are enrolled 
in the capitated managed care program on a mandatory basis in all regions where a sufficient 
MCO presence exists. In 2001 and 2002; it was estimated that Wisconsin's managed _care 
programs achieved cqst savings of 7.9 ·an~ 10.7 percent of what costs would have been under 
FFS. 9 These savings were driven in part by reductions in emerge~cy room visits through use of 
a 24-hour nurse line that is available to all MCO members; decre~ed annual hospital 
adntjssions and days through utilization manag~ment techniques such as concurrent review, 
coordination of long-term care· services, cl)ronic disease management, prior authorization for 
certain services, discharge planning, and prescription drug manageme~t -During ~e study 
period, 283,207 individuals were enrolled in MCOs. Per member per month savings are shown 
in Exhibit 3. 

Exhibit 3. Wisconsin MCO Per ~ember Per Month Savings 

Coverage Category 2oof PMPM Savings . 2002 PM!i'M Savings 

BadgerCare $3.87 · $23.57 

AFDC-Related/Healthy $11.37 · $11.26 
Start Children 

Pregnant Women $111'.83 $152.39 • 

The study als~ reports that Wisconsin Medicaid MCOs outperform FFS·Medicaid on quality 
measures. MCO enrollees were i:nore likeiy 'tQ have at.least one primary care visit and were 
more likely to receive mental health/substance abuse evaluations. Inpatient admission rates 
were lower among MCO enrollees than those in FFS. 

• U.S. General Accounting Office, Arizona Medicaid - Competition Among Managed Care Plans Lowers Program Costs, October 
1995. 

• Milliman USA, Wisconsin HMOs' Success in Medicaid and BadgetCare: Government Cost Savings and Better Health Care 
Quality, February 2002. 
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c. Kentucky 
!'• ~-

The prepaid Medicaid managed care program in Kentucky operates in the Commonwealth's 
largest urban area, .~hich includ~~ Jefferson C?\\nty (Louisville) and 15 neighboring counties. 
About 20 percent·of the Commonwealth's Medicaid. population lives in this area, kriown as 
Region 3. Enrollment in an MCO is mandatory in the Region 3 Partnership and one MCO, 
Passport Health Plan, a provider-run Mediccµ9 health plan, currently operates in the region. In 
FY2000, total Region 3 enrollment in PassportHealth Plan was 97,255 individuals, and in 
CY2003, enrollment was about 126,524. 10 - · 

From 1999 to 2003, the largest program cost savings have occurred in the SSI population. From 
year to year the SSI population accounted for 25 to 34 percent of Region 3 Medicaid managed 
care enrollment, but 53 to 61 percent of program savings were attributable to this subgroup.11 

The savings calculations account for start-up costs and costs related to Healt:q Insurance 
Portability and Accountability Act (HIPAA) compliance'requirements. Since 1999, program 
savings have grown as shown in Exhibits 3 and 4. 

Exhibit 4. Savings in the Kentucky Partnership Program . ~,..... . . 

Fiscal Year 
Total Dollar Savings Savings as a Percent of 

(m!llli:>ns) Estimated FFS Costs 

1999 $7.9 2.8% 

2000 $16.1 5.4% . 

2001 $32.6 9.5% 

2002 $35.8 9.5% 
2003* $17.7 4.1% 

* Calendar Year 

Exhibit 5. Per Member Per Month Savings by Population in the Kentucky Partnership 

Population FY2000 FY2001 FY2002 CY2003* 

TANF . $8.25 $15.08 $15.09 $6.69 

Foster Care $7.72 $14.27 $14.39 $15.17 

Pregnant Women $11.58 $18.47 $15.59 $4.60 
SSI/Medicare $11 .09 $28.25 $38.00 $19.41 

SSI/No Medicare $27.92 $54.79 $59.79 $31 .91 

Composite $13.75 $25.74 $26.53 $11 .67 
*Calendar Year 

The Kentucky Partnership has demonstrated favorable performance with respect to quality of 
care and access to services. Since 1997, Passport Health Plan has made improvements in several 
key performance indicators, including adolescent immunizations, well child visits in the first 15 

10 Milliman USA, Kentucky Region 3 Partnership Program, December 2003. 
11 Lewin analysis of data contained in Milliman 2003, Kentucky Region 3 Partnership Program, December 2003. 
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Multiple cost-effectivene~s s_tudies h~v~ been-J?~rformecl 9n Ohio's _Medicctj_d niaJ1ageq, ~~re ' 
program. These.evaluations have been conducted by }rfercet Goveinn}t,~( Hu~·,ari. ~rvices>;; 
Consultin& with whom the State of Ohio has contracted to pe,rform I11deE,erden! A_ssessments 
of the capitated model's financial performance relative t9 the State's fe~-foi:~serv!ce (ff?,) 
coverage setting. 

. . "'.".";__ ' • _'i •. r /, 

The most rec.e,.n~ M~cer study I comeI~ted in ~906 ang .. ~y iµuating I!Y2~9J <;)1¼.tcqmes,JA~d tll~t -
Ohio's capitatecfprograms.creat~P $~~.~ miJJion-in EY~004:savit}gs,,~ percen~ ·ge s~v~ gs of4.4% 
relative to expected.FFS costs in the !1hs~ c~ of the capitation initiative.14 ~ sho\'Ql fu ,Table.6;_ 

• I \• ' · ~ ; '!";,·_• ,' W -~ ·· ,-l: .,:-_ !, -..., l. ~... .,. --:'• -. 

savin~s were found t~·oc~ur. rela;tive to FF? in tlle medic,~l s~rvic~f ~iena .. ~ .w~ll ~~;.!~i:. , ,,,,?.! 
administrative costs. , . ' ' ' : ' ' ' . ·, . . ' ,: ' '"' : . ' J,, • ;:,,.. ;. :. "; • ; ~ " . 

•• - • ~ I~.' • • c.' I - _. . .I. . • .,.-, .1, • r,,;_; ' ~ •. ~. ;,: ~·~;: ~~}; ,:. _}\ -

Exhibit 6'; S)s'(ings From OJ'lio's" <!apitaJ~d ~edtca_i,d Program, July 2003 ._ ~u·ne 2Q04 

' : , ' . ' ,, ' .. V "" . w ;, ' .i ~;:XJ:.\: 
Expenditures· 

Medical Services 

Administrative 

Total Program 

Savings 
•. 

' . i; 

$1,4SJ; 10a;eae . $54',813,391 

$&.4,456,231 $36,902,780 

$1,606,378,508 $1,5~~.011,~66 

$17,553,451 

$72,366,842 

; 

In an earlier assessment completed in August 2004, Mercer estimated that Ohio's capitagon 
programs achieved Medicaid savings of $26.4 mµuo'n. (4.2%) in FY2002 and $55.1 ~on (7.0%) 
in FY2003. Ohio's FY2002 savings were derived by medical service category and are primarily 
attributed to a 27 percent decrease ih PMPM costs for inpatient hospital services.15 

Ohio's capitation programs at the time of these assessments predqminantly included: T ANF 
populations. In several counties (primarily the State's largest urban areas), the TANF 
population was mandatorily enrolled into MCO$; whereas in severeµ (!ther counties enrollment 
into MCOs occurred on a voluntary basis. More recently, Ohio has' begun mandatorily· -

n Passport Health Plan presentation, transmitted to Lewin on February 27, 2004 from }\meriHealth Mercy staff. 
" Quality Compass is a database of health plan quality performance and enrollee satisfaction, as measured using HEDIS and 

CAHPS. -
14 Independent Assessment of Cost-Effectiveness for the Ohio Medicaid Managed Care Program, Mercer Government Human 

Seivices Consulting, March 2006. 
15 Independent Assessment for the Ohio Medicaid Managed Care Program, Mercer Government Human Services Consulting, 

August 2004. 
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enrol~g its ABO population (with the ·exceptio~ of cei:taiiysub-popul;~&nsh~ into tj,.e,8-regton 
· system; ... · . ·. · _, _

1 

__ .·-.;~"-· __ i::._: _ .. ,~_-__ ,_-_",.,.··· <: -:C \ · ·' >' · . : · ,.// : :: t'' '( . · 
,. ,!t ·- .. _.-... ·r... . .. ,f~- ~--\:~ .' 

. . e ... :~~hi~an. , .. ··:--: :-.,-.~~\ ;~)f~);/,~~\~~\::"?:· \t.~_-,_~; . : , 
Michigan'~~- ~ ed~faid ~~a~~d . .!=arl p_r.ogrF ·i5;oimpl~m~n!et s~te.~ ide t'f1J s {~ix ?{ .· 
maildatory. and voluntaty ·enrollm~~.,,The ~~tf ha~ ~ ple~ ... f:Pte,d the,S~ te pl~.9p9on. to 
reqµire }4edkaid1~ollees,in rm-a! ar~as to enroff~ a single MC(?. As;o.! 29Q7,!. tneJe Vfere 
937,815, in_diyig~als'enrolled-iil.a Michigatt 11,~'¾~a.ici'MCO/ : ~.'. > · ",' .. _ '-,·~1 ··, :,:, _ , • 

. ,. rv ,. - ... . : }- ; -lj,('. ;n-,,...f r;J . . '..* t•i-1',,:' ,,. • ';,. -._ .... , .. 't • ... ,.~·- .~ ./ .'1,-~. • 

A ,M.icl,u~an D~p.!1r1!nen~ pf ~o~~ty }iealtlf p r~ ntatj~n ~ cl~d-~d'da~ ·detrionsttf ting~ _ 
historic savings in the MedicaJd managed.careiprogram in terms of, PMPM cos~. '·from FY2001 ·. 
• -• ,' ; , ;it - • /• • ~ . • - I ~ . .i.;. . f' 

to FY209,4~,th~.} fe4!caj.~ PMP?-f~o~ts l)av~
1
~ enJ 0Wel'tin the,Irianagedlcare prog:r;a_m iliarriI\._ 

FFS. Eacn Y';W the 'saving~ Sl;UP~Sed th~s!'vings achiev~d in the pr~c~ding;.ye~r.J_S ~Ex~bit-.7 
· ar ,· ·,,_ ~h B .;.,ii.! ~ ? ..- -" ·: ,.; . • ~- • • , .? ~"':'" 

below summarizes the savings achieved in·the 0Medicaid managed care progi;am. · ' • .. 
. ' ' , - ' , -- • '• a ·. < ·,:;, ',~ ';{ f, /'- {;,: ' • 'c ;<,,.;. ,, ·, . ,_' . ·:·· .. ' 

Exhibit 7. Michiga~"" ~e.dic_ai,d Per Member P.er.Mont~ ~~~~s-'~ FF:~J e,~~;~s ~! .O 

Fiscal Year 

2001 

2002 ... _ .. 
2003 · 
2094 

• Le)Vin calculation· 

FFS 

$177 

,$188 
". 

$_~9~, 
$2:10_ 

'• J 

,,i· . - t!': .. ·-~ . 

$162~ 
I:._.., ~·-r. ... 

. '$167 
. ' 

$170 

-14% .i · 
!.;.."' ·!~ 

-16% 

. -1~~/? 

The presentation pro_vicied little detail about the s;urce of savings, ·howev~ it is reaso~able to 
assume that some of the saving~ comes from th§ ~ ollinent·of the ~l:an~ SSI-related: ' 
population:- 3/}ille the presentation.did no_t provide total p,i:,ogram sa':.i?gt d <!,la, it demonstrates 
that the Med:fcaid managed care program is experiencing growing annual savings by vir~e of 
the annual MCO payment rate increases being lower· than what FFS PMPM cost increases were 
estimated to be. · 

A 2005 Center for Health Program Development and Management (University of Maryland, 
Baltifnore County (UMBC]) report foun~_th~t altho_ugl! total ~l?el)ding,ll:lcreased in the_ 
Michigap Medicaid program by: alm(?st ~5.50 milij~~ for FY2004 _(prim~rily ~ue to caseload _ 
growth), the state would continue to save· betwee1}_,$28 million and,$1,29 million in state funds in 
FY2006 if the state used a capitated managed care model (the model currently in place under 
Michigan's Medicaid program) over a FFS model.19 

16 Individuals are first classified as ABD by the SSA, then must meet certain criteria (e.g. income level) to be classified by the state. 
17 Michigan Department of Consumer and Industry Services, Michigan HMO Enrollment Information, 

http://www.michigan.gov/ documents/hmo_enrl_25290_7.html. 
11 Michigan Department of Community Health, Presentation - Michigan Medicaid: New Direction, July 23, 2003. 
19 University of Maryland, Baltimore County, Center for Health Program Development and Management, Michigan Medicaid: 

Relative Cost Effectiveness of Alternative Service Delivery Systems, April 2005. 
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A 6 percent-premiulil assessm~nt fee-under QAAP · 

• A 12.4 percent MCO r!lte increas~ for FY2006 (to achjeve a_~tuarial ~b!}ndness)?0 . 
• • • • ., • ·: ., ·'t·. 

·,_\ -i; . ,: • ,• -. • . • ' l: ;, ., • ~-. - -.£ . . ,· • 
The n;!,OqeliP,g in7Iuae_d as~~~sme1!~-with .a!14_ ":'i~~ut ~~ lf.J ~e'rc;en_Jf1<:0 _!a.tej nc~~~seJ or 
FY2006 because, ~t~e time of the re,port, furidjng for the fY2009 r~te ir,tcrea,se~ as ~c~~in. If 
the rate inc~~ase\ lid

0
noto'cq.ir~ !}l~S~ate's pro~~-_wo~ ~·1.encoun~ twopi:oblems: ' :· _:· , 

~,.t-. :• " ;:.:;t.f.., ,:~' ·.-- ..... t\1'·'";''.'f·.:,,.-!I ·;:-,.i,;).\ \J:' l~ ... ,-:: ,~1· '';._ · .. ;- ;-11 " ' ! ~·· '\: ,,. ~ ~ 
• Operating the prograp:r below.actuarial sound r,atel>,,tller~by the Si:at:e

0
wo~d ~ave<to 

~~k; a ~e-~~~~ ·';VaiY.~.\ .·_, _· . ::,~ _ "··- ) ,_· :-~\ · , . · <7. · ·.· , : __ ~ ". ~. ·~;,·_ ~ ., , 
• The qu~~ of-~ar,~ tJ:te M~_qs :grf vi"-~~: i!,t' ~p4itif!f -!.O;~~ ¥~Ps ~~~J~ ·solv~l}cy .could 

S~et: ·. ' '1,.~ ,'t.. / ·4 ~ .~ .. , •,L ·~· .,... ~ 
/ ._. -~';'; . .. l . •. . . 

·, Exhibit 8, Comparison of Esii"mat:eci State C_o'sts· ~ Meo vt JFS, · -i .· ---~- . 
,.;...-,. "" ·. , .,, . Cumulativct Data (FY2004-2006)l:1' / .··.,, ' :~': .. ,.. . ',,j; 

• - )' . ....,~,· -: ~.; _·;;_ ;~ ...... I ,.1.f_ .. ~./ · r..· . -!' •• ,. • 
1

· -f . 
~ .... -~-:£:,r .. ' . 

. . Qlffe·rerice* ' 

WithoutFY2006 MCO Rate·111crease/QAAP-. ~: . 

WithoutFY~OOS MCO Rate lncre~se/Without QAAP· . 

With FY2006 MCO Rate Increase/With QAAP 

With FY2006 Rate Increase/Without OAAP 

•Lewin calculation 

$2;129 

$2,035 

$2,219 

$2,281 

$2,281 

$2,281 

-1°6% 

-7% 

-12% 

-2% 

As noted abov~, a Medicaid manageq_ care model without the QAAP produces lower savings 
for managed ,care. For exampl~, althqugh the Sta!e will,still ~Je a savings of $152 million over a 
3-year period without a 12.4 percenthtcrease in capitation rates.and without the use· of QAAP, 
this savings is still half of what would be realiz~d if QA.AP were in place. Addition'ally, savings 
will still be met when the State implements an in~rease of capitation rates by 12.4 percent for 
FY2006 (for the State to meet actuarial soundness). · 

20 This 124 % rate increase was not implemented by the State. 
21 The State of Michigan operates a premiwn assessment fee, otherwise known as the Quality Assurance Assessment Prognun 

{QAAP). At the time of the evaluation; all operating MCOs were required to pay an assessed fee of six percent on all non­
Medicare premiums. The fee is paid to the state and therefore becomes incoming revenue. QAAP is not applied to FFS and 
therefore results in higher costs to managed care. 
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f. Maryland 

Maryland's Medicaid managed care program, HealthChoice, was implemented in 1997 under 
an 1115 demonstration waiver, which requires stat~ qeq_ionstr~tions to be budget neutral over 
the five year waiver period.22 Maryland has.used savings from its prepaid Medicaiq managed 
care initiative to finance an expansion in Medicaid eligibility arid coverage. The Maryland 
Department of Health and Mental Hygiene projects individual Medicaid eligibility group costs 
on a PMPM basis; therefore, the State is ·at-risk if costs exceed the approved amount. The 
primary expenditures for the program include capitation payments made to participating 
MCOs in addition to FFS payments for carved-out services.23 

The Maryland Department of Health and Menteµ Hygiene published an evaluation of. 
HealthChoice in January 2002, which found the program to be budget neutral over the course of 
the evaluation period.24,25 The report states that the during the first two years of the waiver, the 
State exceeded its budget neutrality cap.26 Budget neutrality means that any expansion 
programs or services funded through the HealthChoic1{waiver ~re financed through savings 
achieved as a direct result of the HealthChoice program. However, in the third year, waiver 
spending fell to about two percent under the cap and fourth year spending also was on target to 
stay under the cap. HealthChoice is a mandatory program. Enrollment has grown from 381,000 
in CY2000 to almost491,800 in CY2006.27 

According to the evaluation, the HealthChoice program has improved access to health care 
services. The evaluation reports that the percentages of children who had a well-child visit, 
individuals who had accessed an ambulatory service, and children's access to dental services 
increased from 1997 to 2002. 28 · 

Beginning in FY2005, HealthChoice implemented·expansion programs (e.g., family planning, 
primary adult care, and therapeutic rehabilitation services) to the existing program. 
Expenditures for these expansion programs have increased annually, and expenditures have 
also increased annually as a percent of total expenditures for each fiscal year beginning in 2005. 

A December 2007 report on the budget neutrality of the HealthChoice program found that 
budget neutrality was met for FY2000 through FY2007. By the end of FY2000, HealthChoice 
was finally operating on a positive cumulative margin between the program's actual and 
maximum allowable expenditures, at approximately 1.2 percent under the budget cap. On a 

22 To be budget neutra1, the state must demonstrate over a five-year period that it did not spend more than it would have in the 
absence of the waiver. 

:u University of Maryland, Baltimore County, Center for Health Program Development and Management, Status Report on the 
Budget Neutrality Calculation for the Maryland HealthChoice Program, December 2007. 

24 Maryland Department of Health and Mental Hygiene, HealthChoice Evaluation Final Report & Recommendations, January 
2002 

25 The HealthChoice evaluation began in January 2001, during its fourth waiver year. 
26 Initially, Maryland experienced a problem in setting appropriate capitation payment rates, effectively overpaying MCOs for 551 

recipients and driving up total program costs. 
17 Maryland HealthChoice Program Factsheet, January 2007, 

http://www.dlunh.state.md.us/ mma/ pdf/FINAUiealthChoiceFactSheet.pdf. 
,. Maryland Department of Health and Menta1 Hygiene, HealthChoice Evaluation Final Report & Recommendations, January 

2002 and HealthCJioice Evaluation Update, January 2004. 
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To meas~ e ~Et !JitI;J, ct of M~cpcaid,~~~ged ~ctJ,e1oJt,~ta..l pr ogr;4~ ~o~~ i. th~ S~ tes: aru.tl!~ 
~o~ th. r~~~ 9!: ~~~~aidf::1t?'¥~~cq~~ 1l\'et~ ~~~R¥:e~d~t£>:.~ !=?"Pa\!?!l!ll ~Y,~~a:M,: J}lif! ~~~c~ rs 
h~othes~ed\ t~t th~ r~te;pf ~o~ ~ ;of program,l psµ; w:o~!f bt? ,i;ec;lµs,~9:~ un4~ :~ .~ag~~· care.. . 
The study au_~o}'s .. concl4ded ttiat the waiver prografus.had little impact on State ex.Repditures. 
Maryland's. Me~caid m·a:naged care program experienced a slight decrease in growth' of 
Medfcaid medical costs .. OJ<lahoma, Rhode Island, and.Hawaii had growth rates that were 
slightly higher than the natipnal average. State expenditure growth rates generally were close 
to the national average (Exhibit 9)._ -

Exhibit 9. Growth Rate in Medicaid Medical Costs per. Enrollee 
(includes alt Medicaid_beneficiaries) . · _ 

::-,. ~i-

State 1 ~~rag~_J.rnual National Average Years 
~ qro~ ~te.(%) . ~r~~ti1Rate (%) ., 

HI 3:0 2.9 1993-1998 . . 

MD -0,2 2.6 1996'-1998 

OK 2.8 2.4 1995-1998 

RI 3.4 2.9 1993-1998 

TN 2.8 2.9 1993-1998 

1bis study included a health outcomes analysis of shifting from FFS to managed care for the 

29 University of Maryland, Baltimore County, Center for Health Program Development and Management, Status Report on the 
Budget Neutrality Calculation for the Maryland HealthO,oice Program,, December 2007. 

30 Mathematica Policy Research, Inc., Reforming Medicaid: The Experiences of Five Pioneering Stales w ith Mandatory Managed 
Care and Eligibility Expansion, April 2001 , 
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TennC.lf~W?r:~:1~1. Tn~}lll~alysis ~iiff ?r~~ ~p.ft{~ f~f ~ e·o~s~S! at~J[f &1:, ,.· J , ~\l~A~ ?f' :~·\: 
data qualitJT,, lSSUeS, The stud:r rep<;>x:!5, tnat p~ata:!<.?_UtfOil\~~-.~cl~ .! ~~o,e .,cf pH . s_1c1~r' ~-. 
v~itsJ >er· ~e'neficiai:r re~aiiied st~id_y._iri _!11e,.~~!~?P1~~-§-tf ~~lg~$-~t¥t ~ Jl\:~J1d f' ~ :· · .;.~; 
analy~ed, tl).e e:?(petJ.ence of SSI benefic1al?-es-~ho w~re l;!nroll~a, mTenn€are·~d: founc:l :that 'they _... .. ; ,.. . .... .. ., . ·r' :.' , ... ,. -· ·~ ,. ·"11 ~ - .. t .• .. . . 
had relatively) iigh levels of access. to care and' satisfaction:··,The report states that most of these 
• . h • · ! • --r:.·'-·~ -::. -.: , ! f·, ' ·: ... ---.: .!t·:--· :.-ri_ .. .,-: ~ ..... 1.:1..:·· :·- .. ~:..~::..:!-, \ 'f.~;,,,J,· ... j -:~ ;·. ,.--;::;::-~~~ '•;.·.;,'-·~ • 

md1.v1du.als ~a,?' a l;l5Ual sq~ ~e of-c.are ~d:r.~~~~~~41P ~~V_E;!l~.v~ <:~e,s~!\?f~S. , · 

Exhibit 11. Pennsylvania's Comparts~ms of Annual Rates of Cost Escal~tion 

Medicaid Population Years Assessed Dept A_nn·ual PM_Pl\!I MCO Annual PMPM 
Gr9.up Cost ~ -~a.latl.on* fJl.~dlcal Cost 

Pennsylvania FFS 1999-2002 10.4% n/a 
Medicaid** ·~ 

.. l . 

MCO Av_era!;le**" . 2001 - 2.0~- 'v; 1.1°4~ ,,.. 7 .. 9% 
.:---·. ~ . ·- ~:r-~_--1,,-::, ,, - ~ !:_. -, • i- ". l· :- -· 

• _Refle~s ~ epa$1ieri~ Q.{ ~ubllc_ Wetf~rf(ir)creas~ in~,?Qsf~[ .. !1.~i:!11ll pla.n· rire!:!liums. . _,,),, . 
.. 2002 was the most recent avallab!e for f (r'S,,d~ta . - v. ;. · _ 'J. · ' .~ ':: · · • . . ' • • _. , •• . • ' 

... Averages are first calculated for ea·ch health plan-by assessing 'RMPM co; t'escalation;in.,.each rate cell·across a 
f1Xed set of enrollment numbers (to epsure tifat.the cost _tren(is not b'elng driven by c~anges in ·enrollment mix). The 
average rates of increase for each health pl.iin are then averaged tcig~flier'weigtited ~y each pian's 2003 enrollment 
level. ·" i · · · · 

~- -~ 

Year after year, the financial status of HealthChoi,ces has remained in balance. 
A number of states have seen health plans exit the Medicaid market due to inadequate rates. In 
Pennsylvania, the collective med.ical loss ratio of the HealthQtoic;es health plans is approaching 
90 percent, and while there is some variability in operating margins across plans, in the 
aggregate the MCOs are holding administrative costs to approximately 8 percent of revenue 
and achieving an operating margin of about 3 percent 

31 The Lewin Group, Comparative Evaluation of Pennsylvania's HealthChoices Program and Fee-for-Service Program, May 2005. 
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:., I ~J'•".\_.,•, ~~·~, ..t"},i )j, ~; tJ!- ... ~- "\.1,1-,. ,:"IE ~- 1" • 
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'.-i/}', '~· •·,if' ." ' ., ' -·.,.-_.,, -'~ • r' •. ~~)'·.re • ' . i:, . ·····-' • ·"• ·-<'~· -"'· 

.- 'f ~-~~~r·;~;-~~-'!ti_·tf ·~~;-.:. 1/~~-~ .. ~\ft~ ·,; :;~!_-I ~-'~.i,~:>r --~; ~-~:; &-~;~·L:J·~r~-ii,1 4 .. -~Yr 
' ·~--~,,z ~-~;·J1~;·; .. : . ., .. , r.k:-1;-:::,~·: ~;_:;;-~ .. ~t-~.t-·,,-·,,1, .-f ~~:~\_!'·····; .. -,.fr-~;~;;.,~·,;;,:/_>"-{~.·,~ · 

''- . · · , _ ... : ,. ,;_r:\. · . ·_;..::< \;' /, ,. · : · , '/. ' ·-{ · .:;,,;· :~ \:~-~-+·1, :f i. ~ > ""·,~ , :; : , · · _ .:;,~.:.;: f} ; :" : ~:.:: ·_. 
· F1.µ"th¢nt:(ore, the sgst.:effesti,veness that is occuqing unaer H ~althChoif ~ is predominantly ,.,-'.\\ ." .. :· . : f·, ~.,.,t 

attnf2~tapJi.to, coqr,diri~?oh'of care.~The H;ealthQloices_pr ogia'tji.Jt~ s~ e\:i.as _a ve_hi,i:le·fo( ; ). \; :,, ,~;~_)., ~ .. 
p5dpRjrlg up:l r"afuer'tlj'ati i~t<;_li~~g PO"o/J,l .Or"~isc;otmtirji ~:. .. tinif P.rices pafq fo saf~ty' net i'f '. ... : .. , , .. , · .. -; , · , 
providers.·.vis-a-vis. f.FS tates. ·:. . ' ·. ·- .-, ' : , ·_;, / . , .: ;t. ·.,· ... \ \ -~ .. - . , . ·\ · 

~ ,.: ... . . . ~ ... , . ' 

. ~ :,, . • ~ •' '.. • ',. , .. : :',;- :,,.,:_ /_•·:l:'··f':'·. ~ .,, ,;, i:• ~- ,J~· ' i.·. '. New.Mexico ·• . ·· .. :,; ·.:c . _ . • • . ,. ,;,· .... ~-~.,. _, •• ~· ., . • <~-: ··: • . : . •, C • :, , ,~"c¥_';~, ... :, ., .. ?,I': J: --;'J: T ;, ' ::• •' :• 

The New M_~>9co Medical.Review Associatio~ re~ined Lewin .!o conduct~n in~ependent 
assess'i;nent ofJhe.,ql;J.ality, access, andicost-effectiveness of health care services delivered under 
New Mexi~o' i, Mana'ged ~~e program, Sa.lud!32 The Sallid.! Program-~!15 implemente~i. on July 
1, 1997. Pripr t~ !}iat, the s,ate used:_,r FFS pr.ogr.µn coupled with a-P~C~ c~ed Pr~ary S:are 
Network (PCN)_:_. Thougli P~ man~ged to un,prove _aCC!::5S and contain costs, the.need f!)J a 
more rigotou.s risi ,b~ed Il1P1~·ged c~i:e mofi~-f iiS evi9-·e11t;: . . . .,. ' _-,, ' 

• •• • ·~-- • ' ~_•" •,.,J • , ';.. - .l .-._ ..... .:,. .':. ..i; • {. ,~: '-~ ,r ~. _ ': {,a• "• ".. >} 

To deteimit:te .the',<;9st-effes.tiven~ 2f Salud!, Lewin estimated the J:Y200~ savings_i chieved · 
relative to FFScosts. The savings fell betweeri;three ·and five .percerit This percentage range 

't ·t., • .. ~ ' " •'r'j:~ , ____ · 1.)- :' • !'1_-::J :: -" -~ 

was ba~~~tori the,f,0II9:ri.Jl~info~atioi;t: ' ,. ' -~ .·. ,.,.,. · ;-, ~ ' · . , · · ·• ~· 
'· 

• _Th~; ini~al,5 P~~~nt·S~Vings_bujlt into the prot aii{S Ca~itapo~v~~S :· c) ''< I I~ 
~ • _. ':· • .1 ~-: ., ,f1, l .. t • -~ , 

• An earlier-J;:ewin study es~ating s~viftgs tcibe petween1_and 2 p¢.1cent du'.rmg. FY2000 ·-
and FY2001; but-growing be!:Ween'tli:ese two'years . ,.. "· "' 

.::, I,··..-. ~ -; _· :· . - -~- ,, '{-..:o._.,.~t •• - --~..! !... • ..... -~ ... ! 

• The fac\ that Salud!' capitation ra_tes have.ll!creased, ·OJl average, 8.61percent 1ier year, ' 
~:=;., • fi: " ~ ,;- ' • ,; r '._,.,:.•. ' • 'J·• -;..u. • . ,. ' -• • • J • ... , • :, ,_,i-., .. •, 

betw~n-20~3-2006, a trend !irie that closely P1l;ajlels ~~.tional M~sficai~ per caeita cost 
norms · 

• The CYioo5 program-wide medical ·loss ratio of 85.3 percent, which is well-matched 
with industry-wide Medicaid managed care norms, but is 2 to 3 percentage points below 
the average medical loss ratio typically occurring in other states with mandatory 
enrollment for both TANF and SSI subgroups . 

1bis savings range is translated into a total dollar savings estimate in Exhibit 12. In situations 
where a single savings estimate is needed, it is recomme!lded that the midpoint range is used, 
or a four p_ercent savings. During FY2006 Lew~ est:i:m'""ated tnat Saludl created savings of $33 
n::iillion to $56 mplion,with the miclp"oint estim~te being _a foa~ihgs:'of $44 million. These figures 
include bo1:h. the State and federal share of Medicaid expenditures. 

32 The Lewin Group, Independent Assessment of New Mexico's Medicaid Managed Care Program- Salud!, February, 2007. 
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_··.,.~; .... 

JVli9peint Estimate· : . 
~ 

High· Estimate .. '"''. 

Estimated FFS Costs In Atisence of SaludL 
>..;/ ... • ~· • • .' • 

I'~ ' ,.... • 

Low Es!imate· 

Midpoint Estimate 

Hig~ Estimate 

Estimated Saludl Savings, FY2006 

Low Estimate 

Midpoint Estimate 

High Estimate 

~ ' -

"' . ;: 

.... ""' .. 4 ' ' ~~/4 
. ' .· r, - .... _:.;; ... 4% 

~:i/ ... :ef.-.;~~-: 5% ,.\. ,,, 

$1,089,648,866 
... ~· ' - ..4 ,,, , •• ' 

$1,100,999,375 
.it ' '"<'-~ 

$1,11_2,588,842 

$32,689,466 

$44,039,975 

$55,629,442. 

Note: Figures assume percent savings accrue to both physical and behavioral health cost components. All figures 
represent both State and fede·r1:1I share of Medicaid expenditures. · 

j. Washington 

The State of Washington retaine9: The Lewin Gro:up to pr9vide an _analysis of possi~Jle new cost 
containment· and revenue enhartc:emerit strategies 'for the-State.33 Washiri:gton' s Medicaid 
program has already been suc,cessful in reducing and containing co,s~ bi worl<ing '.' sm-arter" 
and more efficiently than virtually all other state~;· ~ one of its effo~):s·.(o contain costs; -·: 
Washington established the Medicaid Utilization and Cost Containiri~nt_ Initiative (UCCI), 
which is designed to find efficiencies and lower expenditures in the State's Medicaid program, 
without reducing benefits or eligibility. In addit:ion: to UCCI, the State is also exploring othe_r 
avep.ues for potential savings in its Medicaid pro&ram, Ith¥ a.Jsp been estimated that between 
$25.4 million and $30.2 million in cost avoidance and recovery is attributable to UCCI (exclusive 
of additional administrative expenses associated with UCCI). Th4r UCCI program savings were 
generated as a result of increasing coordination of benefits as well as provider audits and 
quality reviews. 

33 The Lewin Group, Medicaid Cost Containment: Report No. 3, January 2003. 
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'. a; An- lndep~t d¢nt Asse~~if>i;>nt of "the S"FAR;P-L.US P;ogr~;;;: • Jt:: ','-'~~ ::: .. 
~- , ~~ : _;/,: ·)·.• ~;· ., ~;::;·~-~~ :.:- • ~ <~~ ·"1} r;f ·'-~ i:lj .. ~ -~ _- _. • • . .:{ ~ ·.·~ ,"' 

The State of Texas ~Jso conducted ~ clependent afiSe_ssrnents of its191.S{b) waive~ pi:ogram, 
known as STAR·+ PLUS> SI' AR+ PLUS,provicies integrated primary, acute/ ~d l9ng-term care 
services .to'·th~ :·ss1 arid ss1.:relciteci ss pd f!ulation·restding'-m Ha.riis:t ~unii, & o.uston), inclu'dfng 

·~ • - ·(, .. • -t .. \ "'~ • ,.· "; -'. !:· ,.; ~ - . ·1. P- , ., .,:, . r .: • .,,;: u. .. •• '-";:: • , r r , • 
t:l).ose ,wllo ~e dually eligibl~ for Medic~d .ihd Medicare.36 Medicaid manage d•care en~ollment 

i'\. .. , .!• ~· ' '"'. , ·• ~ r • •., ,. • •• _) ~·. ~ ' .: 

is inan~tory fqr t:J.ie l_¥ge·majority of,!he-SSI and·ffi.1-related_popiilation; mo~t.S]'~+P.LUS · 
eligi!,l~ indiv_id:u,als· choose behy~en'. enr9lling irt o.ne of two .M_C~~' while a s~aJier n~ ber (S.Sl 
~ettts aj\d~f age _21) may_choose ~t)veenthe !-IM,,~ .ari!i the.PCCM p~ogr~ . . Prescrigtion 
drugs ll!e caived .. cn! t of ttie'.capita~d~program. ,A.s·of February 2.00~,-there;,wi re:6~~1782'. . 
individu'als ~niolled in STAR+ PLUS: .. During the period of ~e fust 'indJpendent as'sessment 
(February i 998 to January 20'00), 55,000 were enrolled. During ilie second independent 
assessment period (September 1999 'to August 2002), 57,000 were enrolled.37 (This represents 
the large majority of the SSI and SSI-related population in Harris County, as ~ollment is 
mandatory for all except approximately 5,000 who are allowed to participate voluntarily.) 

Savings a~eved in each year of the SJ'AR.~PLUS program h~ve gi:9..wn annuajly; sugg~;ti.t)g 
that a ramp'::tlR phenoqiepon·exists .c1.sJ:ne h~alth plans, enrollees, a.11d pr_ovid~r cofu~unity 
become in~.r~asingly accusto~ed to t:h~_managed ~are setting over,ti.Jne. Duri!lg the first waiver 
period, Texas experience_d adijiticinal c~sts of $1". 97-milli,on or $~.68 PMPM in Year, l due to 

~. 

34 TANF-related beneficiaries i:pay .J!IC)ude thoJ e,individuals w!i_o dQ not qualify for cash pay;',!luits ,undi,r T ~ but ~ho_ are 
medically needy, pre~t women and chilgr~n for whom the s~te's financial cri~ria for M~dij:aid eligibility may not be as 
strict, etc. - ' · ··;,· · ·' ;:,. ·' · ' 

» Many Medicaid programs do not require receipt of cash assistance for eligibility under the Aged, Blind, ~nd Disabled (ABD) 
program. A person may qualify even if his or her income and resources are too high for sst· Thus, the 551-related category 
includes those aged, blind, and disabled individuals who are medically needy but do not qualify for cash payments under SSL 

" Not all SSI and SSI-related beneficiaries are eligible for Medicare. 551-related Medicaid beneficiaries are not eligible for 
Medicare because their income and resources are too high to qualify for 551 and, in tum, for Medicare. In addition, SSI 
beneficiaries are not eligible for Medicare until after 24 months of continuous disability benefits. 

l 7 Texas A&M Public Policy Research Institute, ST AR+PLUS Medicaid Managed Care Waiver Study: An Independent Assessment 
of Access, Quality, and Cost-Effectiveness, October 1999. Of the 57,000 Medicaid beneficiaries participating in ST AR+ PLUS in 
the second independent assessment period, 44 percent received Medicaid benefits only and 56 percent were dually eligible. 
Dually eligible enrollees continued to receive acute care services from the Medicare provider of their choice and received only 
Medicaid long-term care services from their ST AR+ PLUS HMO. 
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The St;ate ~as;sohght tq expcll}cf~TAR+rr:u~ to :~evij1l! new plaiket ~ eas: A Stattz slide .. · ··"~~~ ,;;. /. 
presentation4.0' expIAiliirtg the State's· approach contained Jome additiorial Rerformance-related ' '. • ,) ~-. I - ; ·fl , ,,...,,,., ->.. - ~ 1t1. ....... '""; ,,.·;,,·~ • ..~•¥-: -t' .i-.., 
inforin~tion. ' Memhej' satisfaction rating~ are'.COl}S~tently Jiigh ~£TOSS 3l series 0~ sp~~c .a,ccess 
iss~es, inpati~nt stays have been lowered by 2~ r-e~~l~ "tl)e i{~~r' qf IpE!mbers ~cses~in~ .. 
comnmnity-b~ed adult day care seryic~ has increased 38 percent and· the number. of members 
accessing personal ¥Sistant services has increased 32 p·ercent. 

.. Ibid. 
39 Texas A&M Public Policy Research Institute, Medicaid Managed Care Waiver Study: An Independent Assessment of Access, 

Quality, and Cost-Effectiveness of the SfAR+PLUS Program, June 2002. 
.o "Medicaid Managed Care Expansion" slide presentation, which stale staff are currently using to describe the state's intended' 

broadening of ST AR+PLUS. 
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c. ,Medf caid Managed Care in Hennepin County, Minnesota 

A third study.attempted to prospectively estimate the level of savings that could be achieved 
under Medicaid managed care for a study population of adult women in Hennepin County, 

41 This report provides information regarding Oklahoma's experience enrolling the aged, blind, and disabled individuals into 
capitated Medicaid managed care, although effective January 2004, Oklahoma discontinued its capitated Medicaid managed 
care program Following the November 2003 decision of one of the state's three MCOs to not renew its contract, the stale 
decided to end its capitated program. Individuals who were enrolled in a Medicaid MCO are being transitioned into the PCCM 
program. Oklahoma Health Care Authority Press Releases on November 6 and 12, 2003, 
http://www.ohce.state.ok.us/ general/ media/ newpress/. 

42 Center for Health Care Strategies, Serving the Special Program/ Aged, Blind, and Disabled Population. April 200l 
.. Ibid. 
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• Managed Care Qrganizatic:i~ (MCOs) ~ 

• Prim~y Care Case Management (PCCM) 

• Disease Management (DM) 

• Complex Case Managem_enf (E:fM) 

ct'- •" 
~. "'· .. 

"":"ill .., ) ;· • . • ·-,rr • • ~~-. • - • ' ·~ ~-. •• 

Lewin found l#at tlte. HUS~iP,op~!~tioi:t's p,er cap~~ c~st esc.,~~ti,91} h~ ~iv.,:bei_~~,-~~Qi _th~ 
national rate ofTANF cosf escalation as well as the rate of inflation in selected non-HUSKY 
Medicaid.~~bgroups (i.~.1 ~ abled·elifilbJes, ad~ts);· Under::ihe t:apitated HMOi MC0 mpdel 
that HUSKY:operates; MGO~:h~ve held the~ m~dicat l~ss .i;,a~os ~tw~~n 90;an.d,:,91 pex:~ent) 
and administrative cost ratios (below 10 percent) ··atfavorab,Ie le'[els _wljen compai:eq_Jo tf:teir . 
respective-national averages: . .,~ .· . . .. . \ '. . . . . ' ' :: '.' ' ~,- . 

. • .• • . -~:: - ' • • .i •. ,., . ~ -

Expenditures under HU~KY are at'lecl$i 5 ~c~ t below what any.n_e\\'lyj yipie'm~ t; d ·no~­
capitated ¥~~!~aid !Uflllligi ~:(care,~odel Vfp\!ld,.bl able to deiiv,ef , µ~latirig· to an~~ ual .. 
Medicaid sge,:tding differentia.i'of at;least $37 IX!illion (5 per<;ent of. the 4 MCOs: collective. 
CY2005 M~dicaid premium re~en~~ .~f $740 m~liop). ·. · · · - . , · · ''. • · 

44 Freund, D., Kniesner, T., LoSasso, A., How Managed Care Affects Medicaid Utilization A Synthetic Diiference-in-Difference 
Zero-Inflated Model, April 1996 . 

.s The Lewin Group, Assessment of HUSKY, Connecticut's Medicaid Managed Care Program, January 2007. 
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Sour~: Pe~!1tag~· sa~irfifs ~stifu~t~i:o(,ich ~ bd,e,l.pr~{ ared.~s ~a~·5,fL~wiH_13rtu,:,~ reP,Ort,:;~~essment of. 
Medicaid _Managed Care Expansion ·o ptions in llllilois," May·20Q5 . • s·avii'lg~ p~rJ:entag~s· shown depict the region that 
is deemed 'moiit co~ parable to Corin~icut., anc:(ri;,presE!nt.perce~tage sa~fngs.durir:,g the fi~.t implementation year. 

·· ... ·. :.·tt<:: :/~;,.·.·.;r-/ ~~./}\· .<, ... i:::-;. L .. ~, ii~k ;,,"~· .. !,,,;._, .. ,·t~· . _ .... 
Not ~_q,.that;t:Hlsfizy,.t~J sn,9.JVA!n.J '!?jtJS d~picted s3::vjri~~ du~ };~thf ~ @<: ;. · .. , ..:, .,•' ·. : ... 
im:pl~~ ~ ~ tiofl}Y~~: ;~ e t a~~~~~~f~ .9{¥~ ~ :~ioatJs '~~~ted'_!~ }1e!~p.;g~ g ~~~g~ 
o~i~·:~ ¢~· ~~ af ~M»'~ .. ao~ye,. },1ie11f rp ug!f~.ne: ~Il~ ~t¥-f ~t\M~nf~e} ~r if:r~j~1·!h~ 7t e·~~t~ · · , 
closestJi1ocfelWC€ M/DM'/,CC€). .. , .. · >,.:, .. i.: ") .. .. '· '·,. "': ·'· -~ ·:·· .'.·,, .. 

'n v '" - ..... ' . ·. ,• '' ·~ ~ , ' - • .. -- ... :~-, . ~ I ~· '\ :!'-., '·, ~ • •,. . • ., ( ·. it • .-

. e. N'evlMex;ci;,.J·i3etiavioral, He'altti"/'f.cjgram,~ ::,·; , 
. - ·-; . , -;: .. _ ...... _. --~-~-"'.' . - ....... -~·_,. ··r.-.,. J- : • ,·.-Y . ~' -

Th~ ~ ~ <GfouB :~qnd1c1c~d ,ail µic!'~PE;!lqeiit _as~ ~s~ eftt:of the ~C£~S,.qpality,- and c~st,. 
effectiveness: ofliealth care services d~uvered-under-New Mexico<s Behavioral Heallli" .. 

•. • •. ·-~~- - - -L ~«: •, ..1.. ,, • ' .... i.-- .• ~, 0 .• : ' · •. ' • ,y; •. •!::.., 0 • .. ~ . 'f• "-'-::. 

CoM,p.~i;t,~ve_ (tl}e: CZ9J.!a}??~~~v~{' 4.6 ~ e~s;~~~JJprati~~· ell~ .~~ .cap~,.,te.~~~i,~~~!,p,e,~th f l_an 
to ~ l?~~IJ:l~t_,a· 11«;,~ l;>eh~v1o~al -~ea~pt:s)'.sf~ -~ .r- ~-?O~~-re~?,: ~J o~ d-tl}e~ ~r~v,m~~; oe,h~;':q,ral 
health sy,stem .to be fraITTll~nted, and saw costs for psychiatncmpatient serv1ses d~ub~e from 
$17 to $38 million between FY1997~2001 . . 

The cost-effectiveness of New Mexico's behavioral health initiative is extremely difficult to 
assess for several reasons. First, by many accounts there was an under-utilization of services 
under Salud! which prompted the switch to a behavioral ~ealth cai'Ve;-out model. Against, this 
baseline, Medicaid behavioral heal~ care costs were pres~ed. to need to increase. Second, 
additional services were added in the behavioral health plan's contract that were not covered 
under SaluqJ~ which crea~. commensurate cost ipcre~~ . . Thir9, the. program is in its first year 
of implementatig!l, ~tis far too early to bpta.iit"sqµnd:data orf.the ifu:eacts of.the newly . 
red~igneg sy~tem, and the carve-out approach·reqi.iires"years fo evolve (ratner than months) 
before its true impacts can be discerned. -

• ' . • ' . • • ·- l"' • 

Exltjbit 16'presents the State's estiµtated Medicaid behavioral health costs during S~te FY2005 
(under Salud!) and during,S~te FY2006 under 'the carye-out initiative implem_ented by tne 
capitated behavioral health plan. These figures estimate that behavioral health costs increased 
by 26 percent in total dollars, and by 33.6 percent on a PMPM basis from FY2005 - FY2006. This 
is clearly a large-scale, intentional increase designed to strengthen the behavioral health services 
delivery system and improve patient outcomes, yet it is not possible to make a determination as 
to whether these investments will prove to be cost-effective. 

" The Lewin Group, Independent Assessment of New Mexico's Behavioral Health Program. March 2007 
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,;~-.::. ·..;i:•1'"' '~ ', 

Tota'I Dollars, Value Optio~s} Y2006 , .. -~.967, 182 
....... ---.·' :- ·:-c.~~i •... ·: . k ~-~ • .,,.... ' 

PMPM, Y~lue,Options, FY2006 · 

$166,312,611 
.· -~:,.- . 
,. $p6.,05 

3. Stuqies of Medicaid Ma_nage_d Care Program Impacts On Specific Services 
- -1.::· .- 't •• 

Several studies examine the ~pact of state M~dicaid managed _care_,.progran.i,s op t erlitin·_t}'Res 

of ~er:vi~e~~ ,!.h_7 f?~~~~ s~f~OJ\.~~scr~b~·i;he ~flil_l&s_of stucµ.e~ pf p~ ~~riptj.i:j~ 4~~tfl;U;l,e, . 
p;reventa.ble ho,_sp1~ations ~ -Califorrua, and ·aJsohol treatment 1llld cost_ m Medicaid FFS. 
versus Medicaid managed care. - · 

• \Ii. ~ ., .. t.':· ,.:·3'\'' --~r· .. f' :,• -,I ,oiJ.r __ '.;.":" _I J; ... • :': ' .1, • ';,. :.• ii! I ·• ~,.· • • / , ' J • ;: '•_' '• -~ 

a., C~fnparlson of MedicaisJ:FFS.and CapitatedPh'armacy Cos(s and _Usage 
. . . ;~::' ;:' _.., (.,.· . :·. . . . _.. -~: .'..' i/· .. :,\,. : ,. ! .. ·.' .i: ~ '~c;/:: ;\,,ti.'~~> .. ; ~;-""';:¢':·, -
The C~ t~l' (or 1;!~~1:h ,C;if~ PJr! ~ ~t:\ f.iindecv : st 4?e1;" reI,a,ted,to..,~ e _im~~~t_ of ~~ ~~tcajJl 
managed;car~:-?ri pr~.C?.J?~OJ!~g. cost ~ d, utiliza~on. ~t\l of: tn,~s~ sru.dieJ w ~re f<?,I\4~":l~ted­
by The Lewin-,Or ou~.··~ ~_. ~ j t,s~~X ~.xainJ~ ~-d ;~ :d~g,s)'.ep~ ~:~ 4 ~usa~~.g

1
~ ~ ~o~ 5 -

s~t~:compared to similar data from 1~ Medicaid liealth pl,ans m .t~ states;~7 !Pecifi~ally_ for the 
TANF population. 48 • The study exat,ajned the J<eyJ actors·mfluei:icmg ·prescripti9n d x:,ug costs: 
priq!s, mix oF w ugs prescri~d; aitd µ tµization. _The stydy coricluc!._e~ ,tl\~fJQr ilie TA.NF.a, 
population~ PMPM pr~ .C!iption ~rug;cos.ts w~e 10 to 15 p; rcentlower in capitated MecU,_caid 
managed that): in the FFS,, Sf;tti!'g, !"though MCOs initially started at~· 15 PE;rc81lt prI~e 
disadvantage largely due to M,edic;ai? drug r~bates,rules: Once.fa~tors ~uch as ¥,c;::bs! lo~ er 
dispensing fees,· their abi}.ity t,cdnfl~e.J\~e the mix of lower cost drugs used (including generics), 
and. the lower I\umber of prescriptj()ns'due to greater· man11g~ent 9f _the pharmacy ~efit are 
considered, d rug expenditures in Medicaid MCOs•beconie-lower. than fu FFS.4? ' According to 
Lewin's calculations, post-rebate av~rage drug costs were $20.46 PMPM in the FFS programs 
and $17.36 PMPM in· Medicaid managed care. · 

The second CHCS/Lewin study analyzed the option of carving-out prescription drugs from the 
prepaid managed care setting of Arizona's AHCCCS progra~, using a simulation based on 

•1 States were requested to provide data from CY2001. 
" Center for Health Care Strategies, Comparison of Medicaid Pharmacy Costs and Usage between the Fee-for-Service and 

Capitated Settings, prepared by The Lewin Group, January 2003. 
•• Lewin has documented in a·series of studies, including the CHCS-funded studies referenced herein and additional studies that 

can be downloaded at no charge from Lewill's website (www.lewincom) that the generic fill rate in the capitated setting is 
roughly ten percentage points higher than ill the Medicaid FFS environment Prescriptions filled per member per month are 
also considerably lower in the capitated setting. 
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FederalPY,2002 cost data.':_~urrentiy; presc~iRtiOn di,ug# ~e included in th'eAHCG:E:S MCO 
pay.mentra~e. I.:ewfu""assessed the effectiveness of. the AHCCes pharmacy·benefit.by _" ..... ·~ ,4 

. comp.ffiftg,p resp-iBtiqIJ. drag <;ost ~ a utilizat!!=>P 'data from AHC~es to the data' from:q~ ~r · ·, '. '···(·" 1
• 

Medicaid programs, and prepared cost estimates of carving-out:prescription drugs from · .; '{""·~· · ··, 
AH• c'ccs so r - ,. ' - µ . . ~' ,, t:-.. :_,-~.: .t ·:~~~t 

. c, ~,: .'. :. ·r··: .. : ~: '!~ ;.-·~i:J"'- " :, • ,, ._: ._ .t \'., r , ~fi_ • ,. ·,, ·.f,;-..< • /' ... t ~'-yr.-~·)!'!, .-:,. ". 
; . · .... ~···¥,.., · -~ '· ·. "'';,f · "!ii1t1 · 1 -~ ,. '" ··~' ~ . ~: , ., ., 1;,,,,.,, •, •-,"~·o/.·3 

The s~dy-found the.AHecGS program to· bi ~ceptionally cost!.eftective ·in.Eroviding \ . ·J' • 
presciiption'drugs. The PMPM ~ost of providing pharmaceuticals to the ABD p9phl!ltion.in the 

.._, .... - • ,. h.• -

Af:IC(i:e5 program .jI} Federal FY2002 was $112:21,- the lowest fi'guie ,in the nation !111-~ 38,. . . ; 
percent pet~w ~e. nationa.! average P.11P.M co~t of $181.0f The ne~~ near~f t $_~ate .was '.' . · : 
Michigan, whose rMPM cosJs werE} 11 percel\t higher. than Arizona's. 1Jte giffe'renc~. in PMPM 
cost is piUpcula.,rly compeUWg because Arizona fully capitates pr~ c~ption ~.rugs co~, while · 
nearly all"othey_~ta~es ·pay for ABD ~ers~ns' pharmacy c~ ims,un,dei: fF;S. '..·,i ~ •. ~ . .. 

~ : .~·' .; . _,_ \< ' ·_} .. ,;" ... ,r,"'.A:.,d. --"': ,.'i r1 __ ~ :: :,;, ; ' -: ......... ": :··--- -

Another important study finding is that carving qut preseription drugs from ~e Me_dicaid 
managed 1:are settiiig and paying_f~ii <i11,1gs on ,~ FPS basis :wo~l<! result in· a net cost ti>_the ~tate, 
not generat~ savings. The esj:imat~d 'tiet additional cosf to the state .. b f pro'vid¥tg 'prescription 
drugs und~r FFS'would be ~-7 million. While:Arizona ·would gain-~O mil,l.io~ m r~~~te _ 
savingi;; the administ:rative-·~osts as~ociated witlfcarving out=presc_ription drµgs, sui;n"a_s 
devefopirig ~d' n:iaintaining ~ prclej-;~d drug' list and~clajms prbce1~g and: cpang~ iri' the 

• ·._• , I • -: f ~ ;-t-W •1 •. • .J ._ 

drug mix and V?.hy,ne, would negate'_ajly savings and ultimately.result in acl,~ed cos~. 
-~~; .· ·_: '• . i:,,__·- . ',", ·:-· .... i:}~ - ;.i.-.;...._ :.- ... \ .-.·~ • - ~ 

b. , .\~:v~pti[J~J!TJJJffe,s~<ij tHi:rt~i!Zfll~q[l'i~1t.te</i~C~~; , . -· ·-·.:,, 
A study _co11dl!ct.e~ br, the ~~ill}~ry·C~~e :Rese~rch Ce,ntei ~t 'the tJriivers!ty·<;,J;Cali(oplia_and, • 
funde~ by thJ C~lifop:ua1 {!e

0
a).~,Sarf ~.?-un~att9n,,~~mpai-e,4 M!;dt §ll_,(C~ omia' s ¥ -:_.?icaid· 

program) preven~~le !t!;>SPi~}izatfqt}" rates,b~~ een 1?91 and 1999:un~er rri¥taged-care:to 
FFS,51 The study foiin<:J..,t;Hat: TANF and TANF~related enrollees in Me'di-Cal·managed care had 
38 percent low.er rates ;fpreventable hospttaJ aru,russ_ions' (7.1 p_ei\ thousanci) thah 'in_FFS (11.4 
per thol,!_sand); Bet;wee~1,1,!i94 and_i~99, tn~ _M~<Y-~1'tik€i~: expefienfe! an ~ve~#~e .qecrease 
in pr~ventable ~~sio:15 of-7,000 pe; year, res~~ g:in f $.66 ijti!Uo_n'red~~ction in in~atjent 
hospital c_osts as compared to what ~ ould have b~n mcurr~d ml~FS;· •. _- .. · , 

.... ', :--. :r. ~.: 1' " 

The SSI-population ~nro~e.d in Medf-Cal m~agep. care expe~i~ce~ a decrease of 25 percent in 
the rate of preventable hospitalizati9ns:~ _ss1~e~&f~I~ 11ed,!-Cal enr9!lee~ were 'requir,1;d to enroll 
in managed care plans in & counties.• The preve_ntabl~ hospitali.~tion rates· were 57.5 per 
thousand in rri.imag~d care aIJ.d 76.4 per thousapd in fFS: While the actual rates of 
hospitalization were under~tandably higher among the SSI population, the difference in 
admission rates between managed care and FFS were similar betwee~ the T ANF and SSI 
groups. This finding would seem to support the argument that the higher need SSI population 
would benefit, both in terms of care management and cost savings, from broader enrollment in 
managed care. 

50 Center for Health Care Strategies, Analysis of Pharmacy ~e-Out Options for the Arizona Health Care Cost Containment 
System, prepared by The Lewin Group, November 2003. 

51 California HealthCare Foundation, Preventing Unnecessary Hospitalizations in Medi-Cal: Comparing Fee-for-Service with 
Managed Care, prepared by Primary Care Research Center, University of California, San Francisco, February 2004. 
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c. Comparison of Alcohol Treatment and Costs between FFS and Medicaid Mandged 
Care 

The National Institute on Alcohol Abuse and Alcoholism~2 funded a study on the two most 
populated counties in Pennsylvania, Allegheny and Philadelphia, to examine the differences 
between utilizing managed care wi_th a behavioral health carve:..Out (Philadelphia) and serving 
persons entirely in the FFS setting (Allegheny) on the utilization and cost of alcohol-related 
treatments for high-risk beneficiaries being treated for alcohol abuse or other dependency 
problems. The study looked at the two populations between 1995 (before managed care­
implementation) and 1998 (after managed care-implementation). 

Over the study_ period, per person costs for those treated decreased from $7,662 to $~,664 at t}le 
managed care site in Philadelphia. Included in this decline W¥ a $1.,200 reduction. for alcoh9l 
abuse treatment, and a decrease of $900 for drug abuse treatment per person. Length of stay 
and daily bed costs were also reduced at the managed care ~item, Philadelphia County. In 
contrast, the costs at the AJlegheny County FFS si~e increased fr.om $4,871 to $6,4:49 througrout 
the study period. The FFS site did, however, show a decqne 9f $400 in alcohol costs and $250 
for d'rug costs per person, although there was a.significant µtcrease of $2,000 per person _in 
psychiatric inpatient costs due to longer lengths of stay and more psychiatric co-morbidities. 

A regression analysis of both sites showed that managed care did not significantly lower 
treatment costs, but the difference in costs were impacted, by other variables. The FFS site in 
All_egheny County had increased costs due to psychiatric hospital inpatient stays in addition to 
increased psychiatric co-morbidities. The managed care site in Philadelphiii County also 
showed a marked increase in co-morbid psychiatric problems, but managed care programs like 
the one in Philadelphia County are able to keep costs to a minimum by contracting with 
inpatient facilities and negotiating lower per diem rates. The managed care site was also able to 
lower costs by treating alcohol and drug dependencies at non-hospital facilities. 

B. Findings by Topic Area 

Earlier, this report described some assumptions that could be made about savings under a 
prepaid Medicaid managed care program. It was expected that savings under managed care for 
the Medicaid population would be greater in urban settings, am9pg the SSI and 551-related 
populations, and that certain services would be more amenable to savings. Based on the studies 
reviewed, it is generally difficult to isolate the specific sources of Medicaid managed care 
savings because the studies do not provide sufficient detail or did not include such an analysis. 
However, some observations about source of savings can be made. 

1. The SSI and SSl·Related Population 

The studies provided some evidence that Medicaid managed care savings could be significant 
for the SSI and SSI-related population because they typically are high users of services and are 
the most costly group to cover. In some states, most of overall Medi~aid managed care savings 

Sl Comparison of Alcohol Treatment and Costs After Implementation of Medicaid Managed Care, Rothbard, A. and Kuna, E., The 
American Journal of Managed Care, May 2006. 
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Hospital care was also a key factor in the savings<!,tqined by qhio's PremierCare. Inpatient 
costs decreased 27 percent under Ohio's Medicaid managec;l care program, from $76 fMPM 
before implementation of the program (in CY2000) to $55 P'MPM once the program was·. 
implemented (in State FY2002). Furthermore, a study of inpatient utilization for alcohol-related 
treatment in Pennsylvania found that costs per person decreased by approximately 26 percent 
at the inanaged· care site in Philadelphia County, while costs per person increased by 
approximately 32 percent at th'e FFS site in Allegheny Cou:nty. · · · 

3. Prescription Drugs 

Pharmacy was also an area where Medicaid managed care programs yielded noteworthy 
savings. The Center for Health Care Strategies' comparison of FFS and Medicaid managed care 
drug costs (CY2001), using FFs and ~CO drug cost,arid utilization data for the ~TANF •· 
population from multiple states; found that the PMPM cost of drugs in a ,capitated setting was 
10 to 15 percent lower than in the FFS setting (even after taking into consideration the larger 
rebates state agencies receive under FFS). 

In a related study of prescription drug costs in Arizona's AHCCCS program, which currently 
carves in prescription drugs, it was determined (based on Federal FY2002 data) that retaining 
the benefit in the prepaid MCO model was more c_ost-effective when compared to carving it out. 
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revi~w 9f tn~ ·r¥ear_cli bu~ !he reviejvs 9f-~e} h!~e~. yielded inf91n1ati?n qn son'i,,~ access and 
quality· da~. Some. studiesl(t re'i:iorted 6n analysis of utilliatibn data·and .fµtdings frqµ:_t .,: · 
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Medicaid bene!iciari~l,,a~cess tc;,~sffrvices; arid ~oth IJ:le RrOgrall}S·ancl U1,dividtial·M€ps have 
eart'ted higlf satisfaction ratir(gs from enrollees. We provide'"example~ o_elow. ,,, 
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In.Wisc6nsm, HMOs me~ be.rs are ~ OrE:_: likeiy t~ h~ve !1t least orie primary, c~re physician (PCP) 
visit tHan iliQse in,FFS:,, In 1997, 56'.6, percent of $'.MO niemb~is llad· a.PCP visit compare_d to 
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· 44.7,per~~ !. of t-Jlp~e ~~~;;in_ 1,9~8, ~7.~ percent of lp,1.0 !11J m1?;ers had;.:a PCP v~it compare.cl 
to'42.p percent_of those in_:FFS,54
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Cofutectictit's:filisKY~popW~ti6~ has bee~ found't o obtain a large-volume of office visit 
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services. Aggregating ea~ MCO's"'utilization reports for €Y2005 sno_ws·that-more than l .7 
.:, j - • .,, ='.: •: .,._ • l- • ii. ,: .• "'A~_,.,.; - :·,· '; ~ •. c;,·..., <' ··\'. !;.~i"'(r, .~ 

nu,IB2n Visj.ts .~ c~e.d, sp~J 54 p erc~n~ betwe~n, p~ ary:~~e-an~· ~~ pe!C~nf SP.ecfalij t sare. 0n 
av¢rage, HUS.KY enroll~~ optained 2.9 primaryc care .. visits . d uriJ.:tg ioos and 2.5 specia~t 
visits.ss · · · · · 

In the Penns_r,lvania HealthChoices progr~, the MCOs:11.~~e sigp.iftc;antexperience monitoring 
and improving quality for ~ eh-· meml:iers. TJ,:e Coni~qnwealth plays a sfrong role in requiring 
a broad array of quality assurance and,quality imprqvenienftomponents of all the 
HealthChoices MCOs. In additioil. i~ the required· monitorin'g, the MCOs and their staff have a 
strong commibnent to quality care, quality service, to rrio~tc:>ring themselves, and planning 
improvem~t iµitiatives, across every asp~t of their business. 

New Mexico's Salud! program has been successful providing and impro\'.ing quality care to 
Medicaid members across the State.- Although quality improvement is a continuous process, 
New Mexico and the MCOs are actively striving to provide quality services to members. In 
areas that score below national benchmarks, each MCO has internal procedures in place to 
ensure that these areas are addressed. Each MCO also performed well on HEDIS® and 
CARPS® measures. 

53 Wisconsin, Kentucky, Maryland, TeMessee, Texas, New Mexico, Connecticut, Pennsylvania, and Oklahoma. 
5' Milliman USA, Inc. Wisconsin HMOs' Success in Medicaid and BadgezCare: Government Cost Savings and Better Health Care 

Quality, February 2002 
ss As a comparison, low risk children in Colorado's Medicaid program utilized primary care services at a rate of 1.2 visits per year 

and high risk children in Colorado's Medicaid program u tilized services at a rate of 3.7 visits per year in 2002 
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These types of findings are important because they demonstrate that Medicaid managed care 
can maintain or increase enrollees' ability to obtajn necessary health care services while 
generating program savings. 
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IU. CONCLUSION 

Studies indicate that Medicaid ~anaged care has been successful in achieving cost savings in a 
variety of states for a variety of pop~ations, although the level of savings varies. Savings in the 
states included in the· studies reviewed rariged' from half of i per~ent to 2Q per~ent of what costs 
would have ~en under FFS an4 the research indicates that the level of savings grows ov.er time 
as states gain more experienc~ with their programs. According to the studies reviewed, 
Medicaid managed care enrollees have provided high ratings of the programs arid their MCOs . 

• - .i , • 

- • # ,,r 1 

Based on the review of cost effectiyeness stuaies of Medicaid managed care programs, there ~e 
several policy implic~tions to be considered. First, states may want to consider including the .. 
SSI and SSI-related population in a Medicaid managed care program. While many Medicaid 
managed care initiatives have generated savings when focused on the TANF population, the 
savings that can be achieved in the SSI subgroup appear to exceed those available through 
serving TANF. The population of Medicaid beneficiaries with disabilities makes up 14.4 '.· 
percent of total Medicaid enrollment, but accounts for 40 percent of total Medicaid ~ 
expenditures.56 The ~tudies reviewed demonstrated very strong.savings can be achieved by 
cap~tate~ health plans.in SSI beneficiaries' inpatient and pharmacy costs. 

Second~ some states with Medicaid managed care programs are revisiting their carve-in/ carve­
out' decisions. Pharmacy carve-ouh! enable s~tes to obtain nigher rebates through the federal 
rebate program, whereas capitating (or."carving in") the pharmacy benefit offers sueerior 
benefits management with regard ~o the mix and volume ormedica~ons: · 

In summary, while it is difficult to accurately predict the. level of.cost savings that will be 
achieved in any given Medicaid managed care program, our synthesis of findings from a large 
body of research on the topic clearly illustrates that Medicaid managed care typically saves 
money and represents a highly attractive alternative to reductions in eJigibility and benefits 
and/ or provider payment cuts. There have been instances where states h~.ve not achieved 
savings from their Medicaid managed care prograpi in a given year, and other instances where 
health plans have exited the program. There is obvio~ly always goi!)g to be a point below 
which the state's managed care paymenhates are no longer viable for MCOs. However, the 
preponderance of the research evidence is that prepaid managed care partnerships between 
state Medicaid agencies and MCOs can produce stibs~tial program cost savings .without 
forcing the healtli plans to operate at ·a financial loss. The federal requirement for actuarially 
sound rate~ is a critical building l>loJ:k for successful program. As states consider expanding 
their Medicaid managed care programs and as other states implement new Medicaid ·managed 
care programs, they may wish to include certain p9pulations (e.g., SSI) and services (e.g., 
pharmacy and mental health services) that have often Been exchi.ded from Medicaid managed 
care due to quality and ac~ess fo care" concerns. Some of the ·studi.es included in this report 
addressed quality and access to C¥e and then: findings demonstrated positive results from 
Medicaid managed care. 

56 Kaiser Family Foundation State Health Facts, Distribution of Medicaid Enrollees by Enrollment Group and Distribution of 
Medicaid Payments by Enrollment Group, FY2004, http:/ /www.statehealthfacts.org. 
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Comparative Evaluation of Pennsylvanii s· Health Choices Program and Fee-for~Service 
Program; The Lewin Group~ M&y 2005, hit},:/ /www.lewin.com/NR/ rdonlyres/ 
49FBE34A-23DC-479E-A227-D464EECBBDA6/0/~178.pdf ~ .. 

Independent Assessment of New Mexico's Medicaid M.-_a~·li:t.ged qµe Program - . Salud!, 
Th~ -Lewin Group, f'.eb'rµary 2~07, ,http://~.lew}A:com/NR/ ! donlyr,esn4A~B20.B­
~~1132E-AOD45BE461C305~A/ 0 /N~hysicaµ!E:!tl!f¥edica,ip;MCQAssess~ en\ 

. 421_§6q_.pdf . . '.• · . . . · · . , . · ~ · 
. . 

• Med1daid Cost Coritaiiunent Report No. 3 (Wa~htiigt<?I,l State), The Lewin Groftp, 
January 2003. · · 

( ~ ;... t ~~ . :!. f - ' • • 

Studies of Medicaid Managed Cit!e Progr~s Involving Hig~-Need Population S~bgroups 

• STAR+PLUS Medicaid Managed Care Waiver Study: An Independent Assessment of 
Access, Quality, and Cost-Effectiveness, Texas A&M University, Public Policy Research 
Institute, October 1999 and June 2002 

• Serving the Special Program/ Aged, Blind and Disabled Population (in Oklahoma's 
Medicaid managed care) by Schaller Anderson, April 2002 
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• C~Il)-R~iison qf A,Jc,~~ol.Tr_ea~ ei).t,andiC?~~ A_ffer}fplementatic;m of Medicaid 
Managed Care, Rothbard, A., and Kuno, E.,. The American Journal of Managed Care, 
May'2006 . . · ·, . . . 
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State/Study Estimated Savings Under Capitated 
Man~ged ~are 

Targeted Medicaid Managed Care Programs 

Texas STAR+PLUS 

Oklahoma - Special 
Populations/ ABD 

Minneso_ta H~nneP.jn County 

Co11.nec.ti,cut HUSKY ' 
New Mexico Behavioral Health 

CHCS - Prescription Drugs 
Arizona :.. Prescription Drug 

<;arve·Out Option 

California - Preventable 
Hospitalization 

Pennsylvania - Alcohol 
Treatment 

.$4.11 PMPM 
$91.67 PMPM, 17% of FFS costs 

4% 

10% of FFS costs 
6. 7%. ofFFS costs 

Intentional increase w/ implementation 
.... . .. 

,, ··.i 

Service Specific Studies 

Drug costs w~re 18% hjgher in FfS 

$3.7M cost to carve-out Rx from capitation 

$66M reduction in preventable hospital 
costs 

Cost of treatment for alcohol-related 
conditions decreased by almost $2K per 

member at the managed care site 

Year 

4/98 _· 3'100 

4/00 - 3/02 

1998 - 2000 

CY2005 

2002 

,\. 

1994 - 1999 

1995 - 1998 
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• · • · Medlald mana1ed are pro1ram . ":'. - J 

~~-'!"11"1 Office, Octolie< lmpl~t'ed ln.1J8~ ~,Pr1or to ' 
, AHCCCS, Anzona djd notroperat.e 

I Medicaid P':°ll'Wn.; ' 
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Hl~e private cir county health 
plins. health plans cover the ;-, 

• AHCCCS poputatlon,;,Flve of.the 
health plans are not-for-pr'oflt l 

. ent!t1es. -
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program, 

The blsiiest slow-down In 
AHCCCCS arowth rate was for SSI 
beneflclirfei after 1987. 

overall, .i.ttcccs spend au, of 
what a tradielona! Medicaid 
p101ram would have spent, 
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hport 

WISC'Onsln HMO•' Success In 
Medlald and hdlerCar'it:. 
Govommtnt.Cost Savtnp 
and letter Health Care 
Qµallty, Mllllman USA, Feb. 
2002 

Study fundfn1 not specified 

453037 

. Proa,am Deicr1ptlon & 
_· · ' Enrollffl!llt 

111S X'°tver 

HMOs are present"ln nearly every 
WI county;' a,id mandatl,iy 
manai~ c.11re enrollment has 
been tmplemented completely or 
parttally tn ~7 counties. 
Voluntaiy, 111ana1ed are 
enrollment occurs tn 21 counties. 
Enrollment Is voluntary, In 
counties Ylilere only t HMO Is 
present. 

Ell11blllty: 
Af'OC,chlldren • Chlldmi 'MIO 
meet the requirements for the 

,former t,FOC projram. 

Bad1in:are · Parents and chlldren 
under aae 19 wll\l In~ less 
than 115'1 ~L families tncome 
above 1 SOll pay I premium or l" 
of famtly Income. 

Healthy Start · children and 
presnant women With Incomes up 
to 185" FPL, no asset limit. 

Dual ellslbles are not enrolled. 

,.;..fits 

, C~ enslve be'1"ts. 

'. Badser1:are _farve-outs Include: 
L TC., transportation, famlly 
plannln1, prenatal ·care · 
coordination, tarseted case 
mana1ement. dental, 
chiropractic, school-based 
services, and TB-re!Aled servtces. 
Families with ernP,loyet' spons11red 
covera1e, receive

0

Mecllald wrap 
around services for those services 
e>Cduded from the employer's 
benefits packase. 

~, . 
.. " Enrollment 

· Enrollment: · . 
AFDC/Healthy Start Children and 
Pretp11nt Women: 2i6, 185 (as or 
report'pubUatlon) 

B•dte!Care: ~,036 (as of report 
publlatton) 

2001: $14M In state savtnss, 
S21M Iii federal ~ vlnp. ·· 

2002: $UM In state savtnp, 
· $l4M In federal savtnp. .. 

The study attributes savinRS to 
IK.O errorti, uch as a 24-hour 
nurse line, utilization 
mana1ement activities, and 
disease mana1ernent projrami. 

· The 2~·hour nurse line focused on 
reductn1 unnecessary emersency 
room vtslts;· and the ullllutlon 
errorts'helped to ·reduce hospital 
lnpaitent admissions and number 
of Inpatients dayi; Y!illch lei d to 
reduced costs. 
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KY Rlllion fP.irtnenhlp 
Prosrllffl, MIiiiman USA, 
December 200) 

Health plan·funded study 
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Retfon J represents tlie state's 
larsest urban area, lll(ludfn1 
l.Dufsv!Ue In Jefferson County and 
15 sunvundln1 counties. This 
area makes up 2°" of the state's 
Medlald population. 

,, 

There are no cost-ihia~n1 
~ ~~ts. ~-;~ 

:-,::;-pr 

' \~-.. 

. -~ 

, • .: .':~i~~ont data provided lit ·.~..­
.. ; Unlvenfty Health car;e Inc, dba_:. , 

. Passport Healtl) Plan presentation, 
· provfile(\.ta Tl)e L'™n Group on 

2n7/04.) , • , . 

'\!'·,. 

.:~ ·, .>_. 

' •. 

TAHF: S6:69 ' , 
foster c'are:s $15.17 

Presf~..;,.,.';' SUO 
SSI/Medtcare: $19.~1 
SSI/Ho Medtare: $31 , 91 

',i,; .'--,.. •' 

Composite: $11.67 

~:i .'"lt:f ?: -.. 
Soun:es of savtnp are not 
ldentffteii, liut P as,port attributes 
Its Slvf"l1 ta disease and . 
utUtutfon riiana1ement (~enonal 
communication With Jill Belt o( 
Passport Health Plan on 2/27 /04), 
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Report 

lndapendent As .. ,sment for 
the Ohio Medicaid Man .. ed 
care Pro1nm, Mercer 
Government Human 
Services Consultln1, March 
2003 

State-f1.11ded study 
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Protram Desafptlon & 
Enrollment 

1915(b) waiver 

Healthy families (parfflts and 
kids.up to I~ Fl'L) and Healthy 
Start (kids up to a1e 19 up to 
200II Fl'L and presnant women up 
to 150ll: fl'L) . 

6 health plans partfdpate In 15 
counties (is of July OJ), 

IK.O enrollment Is mandatory In 4 
counties, and voluntary In 5 
counties. 6 co1.11ties are 
"Prefem,d Option" where only I 
IK.O operates, 
In ' Preferred Option" counties, 
benefldarfei choose either the 
IK.oorm. 

/' 

a.nents 

Standard Medicaid benefits are 
covered, The majority of mental 
h .. tth and wbstance abuse, and 
non·emers~ tnnsportation are 
paid under m . LTC Is arved· 
out. . 

''";"-.• 

Enrollment 

Enrollment (IS of FebNary 2004): 

Total mana1od are: 
495,~55 (1004) -. 

Mandatory: 
297,166 (1004) 

Voluntary: 
2107 (2004) 

"Preferrod Option": 
196,292 (1004) 

(Enrollment data from Ohio 
Oepartment or Job and Faml\y 
Services, Fact Sheet. 2.4, 
Medlald Manaaod Care; 
http: //Jfs,ohlo,1ov/ohp/bcps/f1 
ctSheets/MedlcaldMan11edC1re,p 
d() 

Savini• 

526.4M In State mooz (1.21 of 
FFS) 

Cost errect1veneu analysis 
compared projected FfS costs or 
the OH Medicaid pr01ram In 
m1ri11ed care counties (w /o 
waiver) with th,i'actual costs 
under the waiver. 

The main source of savfnl' Is 
from decreased use or Inpatient 
hospital services. 
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Report 

~lc:hl1•!' Mec!iciild:_111"" . 
Dlrecttons Presentation by 
MIDCH, July 23, 2~0l '_ 

and 

Mlchl1an ModlcaiJ.' itefatlve 
Co~ Effectlyene ss or,-· . 
Altemotlvo Service Delivery 
Systems, prepar..t for ffio 
Mlchl1an Department or• 
Community Health, Aprll 
2005 

Center for Health Pro1rarn 
Development and 
Mana1ement at the 
Unlven1ty !'f Maryland, 
&altfmore County 

453037 

1915(bfWalver,.('\ ,~ 
·,~•. •'(• ·~ . I l :;,·- ", ., 

The Mlchlian aiii tated Medicaid . 
' P"'ll'llm Is statewide, fn all but 
- 19 counties! Manased care . 

enrollment Is mandatory In 
count! .. w!,eri, the state can 

• 1ua111ntee that 2 health plans wlll 
accept 1uto-ust1nmenL~ 
Mlchll!"I hu lmplOIJIOf1~ t!>e 
sfnale plan ru111l option 
authorizedu nder ~2 C.F.R. 

· ~38.52, ' . 

&enellcfaries c:liome between It 
lout 2 full-rislc health MC6s fn ~ 
of 13 counties; enrollment In • 
sfngle Mfi:<?)• ,vo)un~ry fn .7, 
counties; outonatlc ~ rollment 
Into an MCO cicciiri(n ~ counties; 
the sfn1le p{aii rural option occurs 
fn 15 counties; MCO enroltn\ent Is 
not available 1n·f countles. 

--~ 

The voluntary popuiatlon also 
Includes: ml1111nt Individuals, 
Ho~ Americans, Individuals 
with TBI; pregrii hl women In 
their third 'tri~or who 
bearite Me<11ci1d ,11,1b1e 1>ecau.-. 
of ~Ir protnlllCY.:· . 
Ellaft,le populations Include: TAHF 
and related, SSI and related, and 
A80. 

' 1..:. ~;,.__ .... 
,( 

,, 

.: ~·-

' .. 
- .. ._. . 

. ~·- · 

_-,'""'.;,:...• ... 
2001 :' ·9% 
2002: \ ~" . 
2003 : ·

0:16" 
i004: :19% 

--~ "'1 

MCO ~ M costs were 9% loMr 
than FfS PMIM costs ancl so forth. . - . 

,,.,j, I ¼ • 

'Mien ~ lt'.t~d-man11~ · care Is 
~oin~•red· to oltenia!fve de!jyery 
systems, Mlchl11n -.id save ;' 
between $28 mllllon'and $129 
mllllon,fn Stole fund, f°':JY2006, 

.. ·5 
Com~ rison of Estimated State 
costs·; MCO vs. FF5 (cumulative 
2004-2006): : 

Wl~t ffi006 MCO rate 
fncreue{V!lth QMP: FF5 costs 
$330 million morw thin MCO 
Wl_,~iM~ NC.J} n.t~.· .. ,. 
fiicreose/Wfthout QMP: FF5 
costs $152 mflllon more than' I/CO 
With m.006 lil:.o 111~ 
fnc1nse /With QMI': F1'5 i:osu 
$2~7 mllllon more than wc.o· 
With ffi006 /K.O rate 
lncreise/Wfthout QAAP: F1'5 
costs $62 million more than ~o 
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HealthCholce Evaluatloii, '· 
MD Dept. of llutth and· . ' 
Mental Hyflene, J111111rY ' . 
2002 . ·~ . ' 

Statl!-runded study 

, .1115 Y{atv~r, ' 

Enrollment 15 mon<ta'b:Jry for . 
ch\ldmi; preir,ant and , ·. · 
ponpartumwomen,,famllles 
recafvf111 Temporary Cuti 
Assistance CTC4), tndtvkluals 
receMn1'Ssi; and ~oster. children. 

and I'. 4. ,...,.; 

. .- ~en for-pniflt Meo, seive 
Stat.~s .~n ~-~• l_u~o/ . l:f~althO,ofce enrollees, or which 
Neutrality cali:ulatton for· . 5./,'l=Os. ~ ~l?.ld enrollees 
tno Marylancl t:toalthCholco • :~~:.:~ la11estMC~ are 
Prasram, prepared for;i:t,o 
Maryland ,Dep"'1ment, of . 
Health and Mont.al H)'lleno, · 
December 2007 ~::· • 

'·· .~-· :!,. ; 

Center for Health Pro1ram­
Oevelopmeni'aniL 
Mina1ement at the 
University of Mafyland, 
Baltlmoie c~unty 

453037 

-,- ·.,., ,,.. ... 

~-

. : ·, 
sav1.nis. 

,. ~ • I - :. 

' Tho 1ff5 wilver was found to be 
... tiudaet-neutral. The state •. -. 

~ -~~ the BN ~·PI~ the jK 2• , 
years of the walvt!r, but spendln1 ·, 

.,,. ,, • •· his been below.the cap 5lnci. By .. ,·f 
- - , -·· ,. - the e,,d cif the third year, ,,. :• ',,, 

B~l "~ 2003, -487,Jl7l lndlvldual! •• spendtna wu al>out 2" below the." 
were enrolled 1n HeelthCh,ojce cap • · · ~ -
(Maryland Hee\thCl)olce · , • . ,. , .. 
Factsheet, ·January 2004. f. :• 'fl •. ~ c:,:, 

'· http: //www.dhrm.state.md:us/ Hoa\thCholce mefthe tiud1et~ 
mma/pdf/MdHC-fact-2004.pdf.). neutnllty test each year for 
- .:'."'~ ·- ,;-- '·i"lii: · FY200(fthiou,h FY2007. , 

By 2006, 4'91,800 lnd1vfdl.iats were · · ~ : ~ ·.- ' 
enrolled In 'HealthCholc1' By the~ of FY2007, the State 
(Maryland H.ealthChoic, . · ~ aboutSf b1lllon, o( abo_ut 10 
Factsheet1.J11.1~ry 2DQ7, _, . ~rcenta1e points or me_rsln. 
l)np:/ t.)'I.WW-.4hm!l,state,f11.!l.us/ under _ih• bu_d1et cap. ·• 
nvria/pdf /FlHALHealtho,olcef 1ct 
Sh~t.pd(. j:, : ~- ,. . . l':-,, •· i...,·':(, ,1, 

Heither study Identifies speclflc 
sources of savtnas: -

C-6 
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Reformln1 Medl c:1ld: The 
ExperlencH of Five, 
Pfon-1n1 States with 
Mandatory Man•aed Care 
ind Elllfblllty Expansions, 
Mathematic• Polley 
RftNlch, fOl' CMS, ~rll. 
2001 

Study fundfn1 froin the 
federal aovenvnent 

453037 

Proar.,,, Desafptlon & 
., Enrollment ' 

MPR and Urban Institute ,0 
conducted a 6° year evaluation of 

• 5 Medicaid t 1.15 waiver prosrams 
• HI, w,, ·oK, RI, TH '.. the wen, 
Implemented between 199-4·1997, 

, .. 

Benefits 
:c 

Comprehenslve Medicaid 
benefits, with 50me state by .• 
state vanatton,· • · 

.. ~.; 

Enrollment 

Varied by state. 
, ' 

·' 

. -. 
· 0emon,tn1tlons had little Impact 
'iii, siale expenditures and states 
did not achieve a hlah level or 
savinss. 3 of the 5 states had . 
011\'el"Ble IMU.l lrowth rotes close 

-. to the national 1vera1e for the 
. s~ye1rs. 

" 
'HI :' 3.0!I, US: 2. "'~ 

" c~':11' 1993 • 1998., 

MD: •O.U , US: 2.~ll, ynn: 1996 • 
• 1998 

9K : 2.811, US Ull, 
years: 1995 - 1998 

RI: 3.~ll, US: 2.9", 
years: 1993 • 1998 

TH: 2.8", US: 2. 911, 
years: 1993 • 1998 
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R-ort Prosrom Description & leneflts Enrollment \ >'" S.vfnp :_,r,. ·' 
. • Enr ollment ' ' 

ComP.Orotlw Evoluotlon of 
Penriiy1Yanta•1 - r 
HHlthCholces Pr0trom and 
fff-for•Servtce Pr01rom, by 
The Lewin Group, Moy 2005 

Coalltfon of Medical 
AsslstAnce Mono1ed C.re · 
oraoiilzatfiins 

.. 

Independent Asse<1inent of 
Now Mexico•s'Medlcald . 
Mon~ C.re Proarom • 
Saludl, by Th• l•wfn Group 
F.ii.uary, 2007 

,. 
Hew Mexico Medical Review 
Association - · 

HealthChok:es is Pennsylvania's 
nia!I011ed tire pro11ram for .,. 
Medical· >.sststance lieneflci•rfes, 
This pr01rom was Implemented fn 
1997 u mandatory fn 
,emsyfvanla's urban iones. , .. · 
hi 2003, the Pemsytvani. 
Deportment of Public Welfare 
terminated statewide expansion 
or HealthChotces In ravor of the 
ACCESS Plus proarom, an' 
~anted primary care case 
inanaaement ind FFS proarom. 

;;.<._ .... "· -· "' 

-~ ~;: 
r •• 

1915(b) waiver 

Saludl fs administered by l /N:.Os. 

All l /N:.Os were filed 
•excellent" by th~ Hotfonol 
Committee for Quality Assurince. 

Physician fee schedules ore hlah 
relative to other states. 

Comprehensive Medfald benefit . As or December 2007: ., 
packaae. ~ ".. :.,.. 

SOU~st: .~95,lll o, 
Southwest: 271,769 
Lehfjh/Capftal: Hl, 920 

• I 
• I 

~ .... ~ -~ 1' -.·. IC" t{·.:"~ "'~'• ':r. 
~~ 

Compr.~ve Meiflald lieneflt 
packojt!. 

• . . .. ·, j ,•. 

Disease man11ement, chtldijood 
lmmunlutlon, adolescent 
outreach, and prenatal are 
Pf'll~ITII, • 

Addresses culwrol and llnaulstfc 
bomers. 

, .. 
,,.. 

_. Lovelace /N:.O Members: " 
66,~so 

., .• 1 
Molina NCO Memtiers: 

; 59,159 

P,..;i,ytenan WLO Members: 
f,237 

. Despite bel"I Implemented In 
' urt>on setitnas with hf1tier cost · 

plitfomis, Heo\thCliolclis i vera1e 
annual medical cost Increase WU 
7.4'1: between 2001 ·2~, .while: 

• ff.S, medial c~ Increased 10.-4X 
betwecn.1999-20!;J2, • 

· • While Jiher s~ t.;• :manaaed care 
, . proarams are unable to balance 
• P('Orfts with sovtn1, the state 
: .• ·money, HealthChofce has found 

the balance wfth ·oppro,;lmate 
· , .. rev,enue ratios rif. 9°" mei:tfcol 

' cost, 8" odmfnlstntlve, and l"' 
prof!t. ,.0 • ' 

""v. ·:-C:it' b. "'' 
A conservatfve estimate has <· , 

' HnlthCholces Avl"I • 
oppraxfmotety Sl.7 billion 
between 2000 and 2~.--· 

Hlafier costs per elll(lble dueto 
quality of,coveraie, pro'/lder 
11ross receipt w af·7" and • , 
premlum"W assessment ' 
!.· ' , r~.:.f.,1 !i ,;. .,. ' 

Annual cost trends ore 1U1ned 
wfth~tf"!"'I averoies,• 

Estl~ted savln1s for FY2006 a~ 
be~ J·S", ~ .Sll-556 mflllon. 

n.~IIDUP" ------------------------- C-8 
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Report 

Medicaid Cast 'containment 
Report Ho. 3, liy The Lewin 
Group, January 2003' 

The ,WashlnJtan State 
1.e!ilslature 

/ . --~ _ .. ,·, 

453037 

Pr.,..-om DitKripUon Ii 
. Enrollment , 

- Washln1ton 's Medicaid Utlltutlan 
• and cc,;i Containment lnlttattve 

(UCO) ts diisla,,ed to ltiid ' 
effidendes an( lower, 
e,q,endttures In Medicaid without 
reductns benefits or ellir!bfllty. 
One approach to cast .,. 
containment hu been the, 
admlnt11enn1 of cara to the . 

, Medicaid population by 6 tWO's. 
", ,The IAwf~ Groue' laol<ed at the 

relaUonshfp between the HMO's 
and the Stata'. ta (Ind further,,. 
oppartl.Wllties far the State's cast 
aa-1n1 ef!cirts. . 

Benefits . 

-. .. ,,,., 
!"i,. .. 1:°,· F .. 1.• 

.· 
I •· ~. 

· Enroll~ ent" . 

.. 
,., 

'-

Sallln11 

Comprehensive Medicaid benefit _ In 2003, -403, 162 Medicaid · - · Washl,nston had b!,ln · lncrep,'1ns ·" 
package. · beneftdarles were enrolled In I - '!'"~ led ure ~tes ·at a pac, 

a( the 6 HMO's. '· .\ : • ;., hlahe, than Inflation. As a result, . 
ihe Hl,IOs had gained a surplus of 
S3QM, or 2.8" of Medlald The ~ l HMO, i,,'ierms of 

percenta1e of total enrollment 
were: . · 
Molina Healthcare · 38'1; 

c.,,'.,,,,,unlty fi;alth Pian : 281 
' Premera Blue _Crt>SS ·, mi/ 

·':?: 

I ;1 

,, 
• 

------ ~ . 

·:.. premt..ms from their Medtcald 
·· business from 1999-2001.,' lf the _ 

Staie had limited Just the l mast 
Medlcald·fac:used HMOs 10,the· • 

. Stata 1vera1e hospital open,~~I 1 • · · " . 
marir!n ofl .5!1; during CY2qc;)2, the ., -;,;'~ ii:i:. 
State.would hll'(e saved ab;aUt• 
Sl0.5M. . :. . "\,r, i~(~'.-
~-- • !"l.• ., 
With an e,cpected lncre~ _af · .· 
a'pttatton payments from S600M 
to $700M In 21XH, the State could 

-.. ye $7M far each P!'~ ta1e · 
. paint redu~on In Pl~ts .. _ 
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STAR+PLUS MIKllald 
Man•s!d c;,.re waiver Study: 
AA lnd"PJll1deflt Assessment 
of ACCfll, Quality, and 
Cost-Eff ectlveness; Texas 
AftM University, PPRI, 
October 19'9· 

and 

Medlatd ~naaed Core 
Waiver Study:' AA , 
Independent Assesiment of 
Access, Qµaltty, and Cost-. 
Effectiveness of thit ·, 
STAR+ Pi!US Proaram, Public 
Polley -.rch lnitttut., 
June 2002• (Second·wal.var 
period) . . ' ,-· 

Stile-funded studies 

453037 

1915(b) Waiver fo< 551 and SSI· 
relate,!' p<>J1Ul1tlons ti, Hams 
County (Houston), These 
lndtvtdu.ls are ~utred to enroll 
I~ ~~Id manaaed :B"'· 

STAA+PLUS enrollees can choose 
between 2 MCOs or the PCCM, 1f 
the lndlvtdual Is not dually · 
e1111,b1e. · 

9-4" of the population ts over the 
is• or io, and ~3' are ••• 65 or 
older, 

.1.ll Meillcald primary care; acute 
and ~1;t.ann.me !""'c.es are 
covered. Mediald only enrollees 
Ilsa recelvespeclalty, l)ome . 
hea lth', medical equtpment;'lab, 
x-ray, and hospltll se,vfces 
thr0U1h/K.Os. 

Dually ellrfble enroll~ receive 
1"'te care servtceSi'frorri ~ 
Meiftciore providen and L TC 
services throlJlh mano1•;cl'are, 
lnctudtnr pe .. onal tare seivli:a, 
adult cloy are, and 1915(ct ' • ~t ·: ~'. "', ... '.. . 
Prescription dNas are carved out 

:~ or ~ aed ci're~tiiit. an 
· enhanced 'beneftt Is available to 

mana1ed care enroll~. who 
choose the some MCO for 
Medicare and Medicaid services. 

About 55,000 wereennilied : C~ ~rings In tht /lrif~l~ r 
mandatarlly dur1nt U{e' n,.t P!fl'!<', : .. , ., . 
waJverperlod. "~ · Waiver year 1: ·S1.97M, ·S2.68 
' .-1 • ; ~ , •' Pl*!" . • • .. 

Ourtna_the second '!'."if•r P."'1od, 
57;000 ll)dtvtdua~ re enrolled. Waiver year 2: 

, S7) 7 M; S1 ~.22 PMiM 
As of,febN:a,Y 200;4, ,62,712 ,- · 
Individuals were. enrollee, Waiver years 1&2· 
(STAR+PLUS website, ' 
http:l/www.hhsc.stlte .b<.l/l/star j6.05M.lf 11 PMPM . 
plus/"!'roll~numbe,./con~'!\1 ,; Savtnss were leu than t~ of_!J,e 
ed/conllrme.htm.) , .· · cost for the two yea,. combined. 

'·~1:t~·~l~;~ .;. :_ •. ,< ~' 
"' Cent savings In th• ucond wo1 .. , 

,;.r1o<1rJ' , . "'·· 
·,.,' Walv~ year'.1: S66M, s100:,s per 

"' ~ ber monlh'l: 

Waiver year 2: SS6M, $12.71 per 
meinlier month 

Waiver yea,. 1 & 2: S123M, 
$91_. 67~~ ~ r.month. 

This represents a rie,rty 17" 
reduction In state Medtald 
.,dlture rar tlils pi,pufatlon 
from what would have been ,pent 
ab,ent the walv"!'. ' · 
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Servin& th• Spedil 
Pro1ram/ AaR<I, Bflnd and 
Dlsatiled Population (In OK 
Medicaid mana,eo are) by 
Schaller Anderson, April 
2002 ., 

Center.for He•l!h tare 
Stnitejles fi.ind_itd study · 

How Manaa..t ca,., Afro-cu 
Medicaid Utlltzatfon A 
Syntnet k Differences Zero· 
Inflated Count Model, 
fntund, D, , Knie-mer, T., 
LoSasso, A., April 1996 

AHRQ·funded study 

453037 

-~· •• ;=:· 
~ •' 

J./ ·,· ,· 
r 

>~· ·.! '.:· 
.,.: ~··· - ,. } .. , .... 

Proiram D<Kaiptlon Ii. 
· - E_/iroJlll).!nt · 

1115 Waiver 
_, f::-. -~ . ,,. ~.i,d cafe enrollinent became 

mindatoiy for the ABD Medicaid 
population In 1999. ·Mana1ed. . ' 
care was Implemented In 17' 
counties SUl'1"0Undln1' the urban 
centen af Oklahoma City, °Tulsa, 
and Lawton. In other counties, "' 

.•. 1., ~-

. ' 

Behavfon,I health seiyfces are · .. 
fnclllded fn 'tlie MC.OS lieneflts " 
packaae° with a $10:000 per,..- • 
berje!fda,y flmlt. •Beyon(llie · 
flmlt the stale P.IVS 7°" of. , 
addltfOMl clalrm, Carved ouf ,. 

. the PCCM~el wu _ , ' . 
lmplomented.s :, " " · 

::s --~ -J.,. ~ ' . 

. services lncfud'! non•emeraencv. 
tnnsportatlon, services orderwd 
throu1h an IEP or IFSP, court···· . 
ordered treatment, non•state .. 

.. :p~ services ~e~-"" •, resuJt 
of an EPSDT vfrft. ~ , · 

The swdy covei'id the SP/ ABO 
populat!Ojl, I.e., the 58! " • 
fndMduals who wett the top '°" 
af ABO seivk:e utflfzers who were 
also enrolled In the Heartland· 
Health' Plan of otilahoma . . ·=i·-}·~-. ,_. ,• ... ; .. 
lndlvlduali wllo.are disabled and 
have Incomes up to' 1°'"' FPL are 
ellrtble for Medicaid. . 
.. ~ 1 ... 

"mect1ve Jan. 2004, the 
capliated maM(ed an, pn,1nim 
wu discontinued, _ In Nov. 2003, 
1 of the 3 MC Os decided° not lo 
renew Its con!Rct with OHCA, 
promptfn1 OHCA lei terminate the 
MCO P1t11ram: lndMduals: ~­
ervi>U~ ljJ an Mco) re betn1 
tni\sltloned Into the PCCM 
profn,m, ' · ·' ' 

<...:.: ~ ~ 

'!":'· 

' . 

Tne st!Jdy analyzed the effects of Comprehensive Medicaid benefits 
manafled care' on doctor office were modeled. 
vfrfts; hcispltal outpatient dept. 
visits, ER visits, and hospital 
Inpatient days, 

The sWdy population lnduded 
adult women. 

... ' ': .... ~ ' 

* ,,-, 
•1· •• 

~.~ .... -

Based on Hennepin County data 
used for the sWdy. 

;fr,··1".;, 
if.·,. 
"·,i-;· 

, ... ,. ~-. , .. 11" 
i,f/' ,. 

7 -l. t,: 
-1 

...... :-:, 

Estimated economic savfn1s 
totaled about 1°", which the 
author> state Is lower than 
estimated savfnp reported In 
states' waiver appllcatlons. 

The '°" savfnp ft1ure a«ounts 
for the Initial •ffect of swttchln1 
to managed care. 
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Assessment of HUSKY, 
Conn..:tlcut's Medicold 
lolon•aed Core Pr..,-om, 
pr~ed for the four 
partlclpotlna HUSKY 
monaaed care companies by 
The Lewin Group, January 
1007 

Anthem Blue Cross Blue 
Shield 
Community Health Network 
of Connecticut 
HealthHet of the Northeast 
WellCan, of Connecticut 

453037 

Proar•m Desa1ptlon I 
Enrollmtnt 

191S(b) waiver 

Connecticut's mandatory 
capltatN manoaed are proaram 
for the State's TANF (HUSKY A) 
and SCHIP (HUSKY B) populations. 

HUSKY Is statewide and Is served 
by four dllferent HMOs. 

Over 8°" of the Stat.e's TANF 
spendln1 occurs thrDUJh 
capitation payments to health 
plans. 

Benefits 

Comprehensive Medicaid llfflenu 
pad<lae, 

Carve-out: behavioral health 
(January 2006), essentfally 
cn,attns • disease man•1ement 
tnlttottve for behavioral health 
services. 

Enrollment 

Over 309,000 (HUSKY A.· 292,852; 
HUSKY B • 16,579) enrolled as of 
December 2006 

Anthem Blue Cross Blue Shield • 
132,852 

Community Health Network · 
57,703 

HealthHet • 82,678 (only HUSKY 
A) 

WellCare· 36,198 

Savina< 

HUSKY'• per caplt• cost 
esalotlon Is below the national 
rate forTAHF cast escalotlon and 
the rate· of lnflotlon for selected 
non·HUSKY Medicaid suba~ups. 

HUSKY medial loss ratio Is 90. 
91" compan,d to IM.Sli: 
nationally. 

HUSKY administrative casu wm 
between 8.8" and 10.2" between 
2003 and 2005, low when 
compared to the natlonol ave,ase 
or 12,2", 

Expenditures under HUSKY are at 
least S" less than -..y new non­
capltatN Medicaid mana1ed are 
model (annual Medicaid nvfnp of 
at least $37 mllllon). 
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Independent Assessment of 
Hew Mufco's Dehay1oral .. 
Health Proarom, by The 
Lewin Group, March 2007 

Hew Mexico Medf1I Review 
Assodatlon··. 

453031 

' " ... · 
..... "': . ..., 

,, ,r~~.' 
.';;._ .... r: 

Pro,rom Desa1ptlon & " 
· • Enrollni.erit.'' .,,_ .. 

Prior to establlihln1 a stn1le, 
'c<impreheiislve rne,,tal nealth < 
system for Medicaid beneficiaries 
'In 2006,,Hew Me/(tco f\ad a 
rra1mented sys~. · 

Under the n<W ~roiiam, 
behavioral liealth was carved out 
from the services provided by the 
3 Mecttald Mi:01 .. 

•;< "'' ·,··.: 

Value<lptlons administered the 
Pf'.Otram:' Thelranstt1_on)n1 Jll,ase f~. ~ram,r s completed In 

1·.( 
. ) \ 

- 'i. 

,·.i}' 
. ' .. i:.: ,. 

.:: -,.; .,.\: 

llffl•flts 

Comp~nslve behavlo~l health 
servicesfor the Hew Mexico 
Mecttcatd popu1a11on. 

.,.·.;_ 
· .• ; ,. ... 

. Mor July 2006, 69,JIO 
lndlvlduals were enrolled In Hew 
Mexico's ValueOptlons behavioral 
health carve-out.,;... · 

"',:("-·\' ~ .~ 
.,~ .. 

- ... ~ . ';-

,.;. 

ltJ , not yJ t ~le to determine . 
the cost effectiveness of the new 
prosram for two_reaioni. · Jim,·; 

' the proJram lias only been In 
piace' a year, thenfore: a 
comparison or treiiils cannot be 
modi,' ~ Importantly, 'the 
pn>1ram 'was replactn1 an 
Inadequate predecessor and thus 
had many addltlonal costs In an 
attempt to stren1then the 
behivlarartiealth dellveiy system 
and lmproVe patient outcomis 
Ma result, behavioral health •· 
carts Increased by 26,J" ln:total 
dollan and by :H.5" on a P/IIM 
basis. Despite tlie lnablllty to 
detirmtne1true'cost·~ ~ ~ 
ef(ectlveness, there Is CYldence 
of lm~roVed sefVlce delive ry 
under "'the new Pf'Olram~· 
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Comparison of Medtald Pharmacy Costs 
of U111e betwffll thi Fff<for-Siorvtce 
and Capltated Settln1, pr~rad few 
CHCS by The Lwwtn Group, January 
2003 

Center for Heolth Care Strotevles funded 
study ·• :· 

Analysts of Pharmacy Carv~ut Option, 
for the Arizona Health Care Cost 
Containment SystMn, prepared for CHCS 
by Th• Lewin Group, Howmber 2003 

Center for Health Care Stratevles funded 
study 

Pr:o,r_am Description and .Enrollment 

Reported data focus on TAH~ enrollees. 

AHCCCS Is Arflona•, Medfcald 1115 waiver 
pro1rarn, Currently prescr1pt1on druas are 
Included In the man11ed care benefit. 

·:". •·• 8enefltf 

Prescription d,uas only, 
', . 

The study looked et prescription drup 
only. 

Sayinp 

Le\0/fn calculated 1vera1e PIIIM phaim!fY 
costi usin1 data provfdedby_ states. Th• 
ave!)lll'CCJS$ !n FFS~ $20.~ P~Mand 
ln mana1ed are S17.J6 PIIIM. Bath ~· 
n1ures are post rebate and takelnto lhe 
av~1e rebates received: Pha"')acy cosu 
are 18'i hl1her fn !fS than In maif11ed 
care. 

This dfrremice In ..:erase pharmacy costi 
. exists even thoush health plans Initially 
have a 15" prfce dfsadvantaae compared 
to states, laraely du. to'the Medlal~ drua 
rebate rulis,.; Hawrter; once lower 
dfspensfna fees~ hlth .. rate of substitution 
of lower cost drup; and reduced number 
of prescrfptions Is f•ctored In, heolth 
plans achieve better dl'Uj prices .than 
stated do for FFS, 

The AHCCCS system operates • cost• 
effective prescrfptfon dM benefit 
currently. The analysis demonstrate, that 
the AHCCCS system Is more cost-effectfve 
than other Medicaid pro1rams, lncfudln1 
fn FFS. The study concludes that carvfn1· 
out pharmacy from the capitation would 
Increase prosrarn co,u by SJ.SM. 
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Callfomli HealthCm FCQldatlon funded 
study 

·,. 

j,, 

CompArison of Alcohol Trutmeiit and· _ Phl~delp~I• County: '400,000 enrolled (as 
Costs After lmplemontAtlon of Medicaid ' of Janu_ary 1998). 
Man-wed car., ~Y 2006. , 

The American J_oumal or Mana1ed Care 
The IK.O Is • carve-out •aei:>cY that 
receives PMPM capitation fH ror provldlna 
be~vjo1!l.liealth seivlc,es.~ the enrolled· 
population,•. ., . 

Alleaheny County (Pfttsb\lrsh): 1'40,000 
enrolled (as of January 1998) In them 
P'OI"""· -

0Ur1n1 the study j,erlad, both sites were 
funded equally for pllbllc substince abuH 
treatn\ent ,ystems. 

The study lookecfat behlVfcnl health 
services for hlah=ifsk P!'bllc-siictor clients 
between 1995 ·~d-1991 who ',iiere befna·_ 
treated for alcohol abuse or dependence 
problems. ·-, 

:- .... 

''")· .. 

'..rJ.·-

Man11ed (Int site (Philadelphia County): 
$1,200 nt{uctlon for_alcohol abusl, 
treatment; $900 reduction for drua abuse 
tri,atmerit e~ JMlrion\, 

fF'S site (Alleiheny County): $400 
reduction for alcohol costs; $250 
reduction far dn'ii coits per person; Increase of $2000 per person far 
ffll•trlc ln~a,tlont ca,ts, 
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