Sponsor Statement
Senate Bill 41

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

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

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

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

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

The legislation establishes three specific crimes of misconduct involving Medicaid services,
defines the actions constituting those crimes, and classifies the type of crime committed as
either a felony or a misdemeanor. It clarifies the circumstances under which controlled
substances may be prescribed. It requires independent financial audits to identify errors,
overpayments, and criminal violations made to, or by, Medicaid providers and requires
administrative action within 90 days of receipt of each audit. It completes the loop between the
Department of Health and Social Services and the Department of Law by requiring copies of all
audits be provided to the Attorney General and by directing the Attorney General to notify the
Department of Health and Social Services of any charges of misconduct filed against a
Medicaid provider. Such notice requires the Department to suspend payment to, and undertake
a complete review of, that provider. Finally, Senate Bill 41 provides that financing of the audits
may be made from the recovery, due to the audits, of misspent funds.

It is vital that the State of Alaska administer its Medicaid program in a manner that ensures
effective, long-term cost containment while providing medically necessary services to its
intended recipients. Medicaid providers must operate honestly, responsibly and in accordance
with the law. Those who do not should be held accountable. Senate Bill 41 provides the State
with the means to better implement this philosophy.


http://www.legis.state.ak.us/basis/get_bill.asp?session=23&bill=sb41

