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O fice of the Conm ssioner
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PCSI TI ON STATEMENT:  Answered questions during the discussion of
HB 148.
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ACTI ON NARRATI VE
3:02: 38 PM

CHAIR PAUL SEATON called the House Health and Social Services
St andi ng Committee neet i ng to or der at 3:02 p. m
Representatives Tarr, Stutes, Talerico, Foster, and Seaton were
present at the call to order. Representati ves Vazquez and Wo
arrived as the neeting was in progress. Also in attendance were
Represent ati ves Saddl er, Hawker, and Josephson.

HB 148- MEDI CAL ASSI STANCE COVERACE, REFORM

3:03:12 PM

CHAI R SEATON announced that the only order of business would be
HOUSE BILL NO 148, "An Act relating to nedical assistance
reform neasures; relating to eligibility for nedical assistance
cover age; relating to nedical assi stance cost contai nnment
neasures by the Departnent of Health and Social Services; and
providing for an effective date."

3:05:29 PM
LI NCOLN BEAN SR, Elected Tribal Leader; Chair, Al aska Native

Heal t h Board, paraphrased from the follow ng prepared statenent
[original punctuation provided]:

HOUSE HSS COW TTEE - 6- March 28, 2015



Honor abl e Representative Seaton and Menbers of the
Commttee: Thank you for the opportunity to provide

input for this hearing on House Bill 148, “An Act
relating to nedical assistance reform nmeasures;
relating to eligibility for medi cal assi st ance
cover age; relating to medi cal assi st ance cost

cont ai nment neasures by the Departnent of Health and
Soci al Services; and providing for an effective date."
| am the Chairman of the Al aska Native Health Board
(ANHB). ANHB, established in 1968, is recognized as
the statew de advocacy voice on Alaska Native Health
i ssues; and serves as the support organization for the
Al aska Tribal Health System (ATHS). The ATHS is a
voluntary affiliation of over 30 tribal organizations
that serve over 145,000 Al aska Natives and Anerican
I ndi ans  (ANAI s) and thousands nore non-Natives
t hroughout the state. The ATHS network includes a

statew de hospital in Anchorage, 25 sub-regiona
clinics, 6 regional hospitals, nearly 200 village
clinics, and 5 residential treatnment centers. | am

here to speak before you today in support of HB 148
and to voice our concern on the critical and urgent
need to expand Medicaid in our state. Expanding
Medicaid and inplenenting smart reforms will provide
imrediate relief to an over-taxed system It wll do
this by addressing the chronic underfunding of our
health <care facilities; reducing the unique and
conpl ex geographic challenges associated wth our
rural villages; and, pronoting innovative solutions
that | everage the strengths of the ATHS nodel. Chronic
Under funding Chronic underfunding afflicts our Native
health facilities. Currently, federal dollars from the
I ndian Health Service (IHS) cover approximtely 55% of
the funding needed to provide health care services to
the Native population. The finite federal funds nean
that for every person referred there are fewer dollars
avai lable for the next. |If Tribal prograns operated
solely on federal funds, services would be curtailed
or halted long before the fiscal year ended. However

Tribal health prograns have developed capacity and

access, and depend on third party billing in their
busi ness  nodel s. Medicaid is critical and has
contributed to the inproved health status of tribal
peopl e. However, the disparities still exist and

Tribal prograns are stretch to cover the costs of care
for the uninsured. Medicaid expansion closes the gap
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caused by unconpensated care. Alaska Native Health
Board 2 GCeographic Challenges Alnbst 80% of Al aska
Native villages are not connected by a road system
This presents a mmjor challenge for Alaska s rural
villages. The Community Health Aide Program (CHAP) is
t he backbone of the rural health care system and in
many cases provides the only local source of health
care for many Alaska Native people. But when health
care services are needed beyond what the community
health aides <can provide, tens of thousands of
Al askans do not have access. The IHS funding typically
covers only “urgent” travel, meaning when a patient is
at risk of loss of life or linmb. In other words,
transportation is only funded when a trip to the
energency room is needed. However, Medicaid offers
travel benefits that will allow earlier detection of
illness and preventative measur es. | nnovati ve
Solutions Medicaid expansion and reform offer the
greatest opportunity to plant the seeds and i nplenent
i nnovative solutions. 1In collaboration between the
State of Alaska and +the ATHS, there are true
opportunities to develop savings. 100% FMAP. From a
tribal perspective, Medicaid Expansion would create a
tremendous opportunity to allow newy eligible
beneficiaries to receive services where 100% FMAP
continues to apply. In doing this, the Tribal system
woul d have increased resources to provide greater
access and a higher level of health care delivery.
Thi s expanded capacity will create healthier lives and
safer communities across the state. Unconpensated care
wai ver: OQther states with |arge ANAIs popul ations that
cut back their Medicaid program due to budget
shortfalls helped to overcone that shortfall working
wth tribes and CM5 to develop 1115 waivers under
which Indian health provider types were approved and
could be conpensated for a different array of services
(and sonetines eligibility categories) than other
providers. And 100% FMAP will remain for ANAIs even
after the FMAP rate for others decline to 90%
Transportation and accommodation waiver: Alaska is
highly unique given its vast size, disconnected (by
road) village comunities, and cohesive Alaska Tribal
Health System Medicaid expansion and reform offers an
opportunity to |everage these attributes by designing
rei nbursenent nodel that fits our system of care.
Expanding Medicaid now wll save lives. Expanding
Medicaid now will save lives and dollars. It will also
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create job opportunities in rural Alaska during a tine
when many industries are cutting back on hiring. It
will provide the safety net so those who becone sick
don’t risk losing everything. It wll inprove access
and provide for proactive approaches and support
i nnovation. Qur decisions today wll not only inpact
our lives, but those of our children and our
grandchi l dren. Pl ease pass HB 148.

3:13: 05 PM

LOU SE DEKREON- WATSJOLD, St. Anthony Catholic Parish, inforned
the commttee that St. Anthony Parish is a nmenber of Anchorage
Faith & Action Congregations Together (AFACT), which is a
federation of 15 churches representing about 8 denom nations and
10,000 residents throughout the Anchorage area. Ms. Dekreon-
Watsjold said AFACT represents a typical Al aska denographic of
ethnicities, nationalities, education |evels, socio-economc
levels, political affiliations, and non-affiliations. The
organi zation has a comon belief in the inherent dignity and
worth of hunman bei ngs. Menbers of AFACT have extended famly
t hroughout the state, and have been working with |egislators and
others to explain the effects of the Medicaid gap, which affects
t hose who have no access to Medicaid and no access to the health
exchange mar ket pl aces. She said this situation denies health
care coverage, which is a basic right for nost citizens, and
puts those affected, through no fault of their own, on the wong
side of the |aw Ms. Dekreon-Watsjold stated that one
alternative idea to Medicaid expansion is to provide nedica

care through nei ghborhood clinics and health centers. However

these services are limted to primary care and cannot neet the
needs of many. Another alternative suggestion is for physicians
to donate their tinme, which is an unreasonable expectation.
Finally, it was suggested that churches should step in, and she
assured the commttee that churches are already involved and
have been for two years; for exanmple, in 2013, AFACT produced
4,000 copies of a Medicaid informational booklet on Medicaid
expansi on, gave 800 presentations on the subject in comunities,
and repeatedly contacted elected officials. She characteri zed
the foregoing alternative ideas as Ilimted in scope and
unrealistic, and urged for Medicaid expansion this session. M.
Dekr eon- WAt sj ol d provi ded AFACT's m ssion statenent.

3:17: 37 PM

MARY VALLEJO BLOES, Anchorage Faith & Action Congregations
Toget her (AFACT), stated she was speaking out of concern about
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the Patient Protection and Affordable Care Act (PPACA) including
coverage for everyone. Ms. Bloes said she is an 83-year-old
wi dow and has been an Al aska resident for 55 years. Her son is
45, has worked all of his life, and was suddenly stricken with
severe depression. In July 2014, he was denied coverage under
PPACA and was referred to coverage under Medicaid. It was eight
nmonths before she was notified that his application was
received. During the delay, Ms. Bloes paid for counselling by a
psychol ogi st and sought t r eat ment through the Anchorage
Community Health Center; however, she said, "it's not what he
needs, really." Ms. Bloes stated that countless people are
suffering, although she acknowl edged that |legislators nust
follow the [Alaska State Constitution] and are working hard to
ensure prograns are not abused. She urged the commttee to
remenber the | aw of conpassion.

3:21: 21 PM

KATE BURKHART, Executive Director, Al aska Mental Heal t h
Boar d/ Advi sory Board on Al coholism and Drug Abuse, D vision of
Behavioral Health, Departnment of Health and Social Services
(DHSS), informed the conmttee that the Al aska Mental Health
Board and the Advisory Board on Al coholism and Drug Abuse, the
state's planning councils for behavioral health, support HB 148.
Adults w thout dependent children are not eligible for Medicaid

unl ess qgualified as di sabl ed by t he Soci al Security
Adm nistration, which is very difficult, especially for those
experiencing nental illness. In addition, DHSS constituents

experiencing a primary disability related to a substance abuse
di sorder are not eligible for disability benefits. M. Burkhart
advised that many adults in Alaska who are disabled due to a
serious and chronic behavioral health disorder, cannot currently

access Medi caid. Medi caid expansion in HB 148 is based on
i ndigence and not on a categorical eligibility, which would
allow the aforenentioned sector access to healthcare. She

stressed that access to health care has been shown to prevent
recidivism in those returning to a community from prison
therefore, expanding Medicaid is not only an issue of health
care but is also a factor to reduce costs across systens,
i ncluding [the Departnment of Corrections].

REPRESENTATI VE TARR asked for a description of sone of the
condi ti ons of substance use di sorder.

M5. BURKHART offered to provide the commttee a neno with the
requested i nformation.
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3:25: 06 PM

TANEEKA HANSEN, Staff to Representative Paul Seaton, Al aska
State Legislature, read the testinony submtted by email from
Sharon Waytal as follows [original punctuation provided]:

Dear Committee nenbers: Please read ny follow ng
comments into the record. As a recently retired Public
Health Nurse and an ongoing participant in community

heal th inprovenent planning, | amwiting to encourage
your full support for HB 148; | am delighted that this
bill has been so well <crafted and that you are

considering it. Gov. Wl ker, Comm ssioner Davidson and
many others have worked hard to make this a viable
option for Alaska, both financially and to increase
access to health care for vulnerable populations in
our state. Even nore in this time of budget shortfall,
AK is overdue to take advantage of this opportunity

for sharing of large health <care expenses wth
rightful federal assistance. There wll be other
i mprovenents in funding and affordability of health
care in the future; this bill creates solutions now.

It is absolutely inperative that we address the
inequities in present access to healthcare, and this

bill extends coverage to many of our working poor or
ot herwi se di sadvantaged Al askans who, wth access to
health can live productive, fulfilling lives. 1 wurge
you to pass this bill imedi ately.

3:26: 28 PM

RANDI SWEET, Spokesperson, United Way of Anchorage, stated that
Alaska is at a crossroads between having the world s nost
expensive health care system even as sone are w thout health
i nsurance, and taking the opportunity to inprove the Al aska
health care system and provide coverage for nore Al askans
through Medicaid reform and expansion. A place for regular
nmedi cal, behavioral, and oral health care enables all Al askans
to maintain good health, along with childhood screenings and
i mmuni zations to catch and treat disease early. Ms. Sweet
advised that the cost of routine treatnment in an energency
departnent is paying "high dollars" for l|less effective care.

Reducing care in hospitals will reduce the cost of unconpensated
care in hospitals and community health centers, will add to the
revenue stream needed to sustain the health care system and
will reduce the cost of insurance premuns for all. She advised

that the lost revenue from del aying Medicaid expansion would be
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put to better use to cover nore Al askans, inprove Al aska's

health care system and offset current budget expenses. MVs.
Sweet said HB 148 has broad support in Alaska and provides the
f ramewor k for Medi cai d reform Medi cai d expansi on and
accountability, and urged for its passage during this

| egi sl ative session.
3:30:41 PM

JOHN LAUX disclosed he is a nenber of the board of directors of
the Anchorage Health and Human Services Conm ssion, Al aska
Vol unteers of America, and the Al aska Public Health Association,
and a menber of the American Public Health Association. M.
Laux is also a health care consultant, and was testifying on his
own behal f. Hi s personal experience as a forner enployee of
DHSS is that the Alaska Medicaid program is barely functional
Al though generally supportive of the principles of Mdicaid
expansion, M. Laux said the ethical and noral action would be
successful Medicaid expansion, and he questioned how Al aska w ||
reinforce DHSS in its failed state in order to expand the
Medi cai d system M. Laux said he was reserving judgenent, and
urged for nore discussion on how Medicaid expansion wll be done
successful ly.

CHAI R SEATON advised that the proposed |I|egislation includes
Medi caid reformto acconpany Medi cai d expansi on.

3:33: 36 PM

DAVE MORGAN infornmed the commttee he has had experience wth
Medicaid and Medicare reinbursenent for 31 years during his
positions as the former chair of the nunicipal health care
conm ssion, a nenber of the Alaska Health Care Comm ssion, and
as a fellow of the Healthcare Financial Managenent Associ ation

He has been acknow edged for his 25 years of providing resources

by the Alaska Primary Care Association. He worked for the
Sout hcentr al Foundation and Providence Hospital, and his
educat i onal background is in health care econonmcs and

accounti ng. M. Mrgan said HB 148 would bring a new criteria
of single individuals, aged 21-63 years and w thout «children,
into a new category with 100 percent Federal Medical Assistance
Per cent age (FMAP). O herwise, the bill contains little change,
reform or action to contain health care costs or inprove
processing, but is an addition to the current Medicaid program
| ndi viduals still have to enroll through a provider, which can
only bill for covered services. Processing is still through the
Xerox Health Enterprise Medicaid Managenent |nformation System

HOUSE HSS COW TTEE -12- March 28, 2015



which is currently in arbitration with the state. He expressed
concern about the anount of tinme presently needed to enrol

i ndividuals who are qualified for regular Medicaid. M. Morgan
turned to the "gap popul ation”™ and noted that about 40 percent
get coverage from Indian Health Services (IHS); in fact, the
I nternal Revenue Service has ruled that |IHS beneficiaries are
not penalized and their benefits are treated as insurance, thus
the gap population is smaller. He acknowl edged the bil
provides reforns and activities to inprove the delivery of
services and contain costs; however, the only date certain is
for a report related to a health care tax. He suggested that
the commttee review related information provided by the Al aska
State Hospital and Nursing Hone Association (ASHNA) and the
O fice of Managenent & Budget.

3:40: 21 PM

WL THEUER said he was in support of the expansion of Medicaid
and reform in Alaska based on the recovery of costs and the
consi stency of delivery. He yielded the remainder of his tinme
to testify to Fr. Fred Bugarin.

3:41: 31 PM

FRED BUGARI N, Pastor, St. Anthony Parish, and board nenber of
Anchorage Faith & Action Congregations Together (AFACT), stated
that seven nenbers of AFACT from five congregations are on
record in support of Medi caid expansi on. Fr. Bugarin
acknowl edged that the conmittee is very busy and introduced the
ot her AFACT nenbers in attendance.

3:43:39 PM

BOB RUPKEY (ph), Anchorage Faith & Action Congregations
Together, said he has been an insurance adjuster handling
liability clainms for 45 years. M. Rupkey said many clainmants
do not have insurance because they cannot afford coverage or
coverage is not provided by their enployer, and Medicaid
expansi on woul d hel p those w thout insurance.

3:45: 03 PM

PAUL SHERRY said he was a 40-year resident and was testifying on
his own behal f. M. Sherry said he has worked in health care
managenent in Al aska for many years. He said he supported [ HB]
148 because it provides better access to care for about 5
percent of the population, is beneficial to a sustainable health
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care workforce, reduces the wunconpensated care burden on
hospitals, is beneficial to the tribal health system and allows

for investnents in preventative care that will reduce the higher
cost of care later in life. In addition, the bill increases
access to behavioral health and assisted I|iving. M. Sherry
pointed out the bill's "trickledown effect”" on air services,
restaurants, taxis, and hotels due to the transportati on aspect
of Medicaid coverage. The bill is supported by the public,
uni ons, chanbers of commerce, the hospital industry, the Native
community, and the faith community. M. Sherry acknow edged

that the Medicaid system needs inprovenent and he encouraged the
committee to pursue with DHSS strategies for inprovenent;
however, his experience is that the system neets the needs of
many Al askans. Finally, he said this is a good use of federa
tax dollars and an intelligent investnent by the state.

3:47: 40 PM

LUKE HOPKI NS, WMayor, Fairbanks North Star Borough, referred to
previous testinony by Medicaid service providers who have
experienced exclusions to nedical care coverage and financi al
program costs, and said these are real situations in the
Fai r banks conmunity. Mayor Hopkins noted that "17 resol utions”
address the issues of reducing unconpensated costs to nedical
provi ders, creating new jobs across Alaska, and allow ng many
Al askans to seek nedical care and avoid hospital charity care.
One resolution is supported by 19 social service executive
directors and seeks to "fix and clear sone of the backlogs,"
accept the federal noney for Medicaid expansion, and approve
suppl emental funding for Medicaid expansion adm nistration. | f
the projected savings of $6 mllion for the first year 1is
correct, he said, "W should be after that." There are
resolutions of support from across the state. Al aska seeks
federal dollars for highways, for landfill operations, and for
sewer and water systens, and Al askans need this coverage. Mayor
Hopki ns stated his hope that anendnments addressing the nunber of
audits and reform issues would be added to the |egislation, and
he urged that the bill nove this year.

3:50: 57 PM
JEANNETTE GRASTCO, Pr esi dent , Nat i onal Alliance on Menta

Il ness (NAM), stated that NAM of Fairbanks supports Medicaid
expansion and reform because it is ethically, norally, and

financially the right thing to do. The bill would allow
Al askans access to physical and nental healthcare, many of whom
do not have access now. Ms. Gastco pointed out the nost
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econonmi cal and effective health care is provided at the | ocal

| evel . When local care is unavailable, it nust be provided by
institutional settings which are nore expensive, such as
energency roons, hospitals, and corrections. | nstitutional
settings are very expensive and care cones at a delayed state.
Ms. Grastco advised that treatnment for nental illness leads to a
better quality life and enables one to work and be productive

Suffering a nental illness doesn't necessarily mean one is not

productive unless nedical care is not available through
i nsurance. She stated that her intent is for the federal taxes
she pays to be invested in Al askans. Ms. Grastco acknow edged
that billing Medicaid is not an easy system however, the Xerox
systemis inproving, and she encouraged the commttee to support
HB 148.

3:54:15 PM
SHEI LA SM TH, Licensed Cinical Social Wrker (LCSW, inforned

the commttee she has been a nental health provider for over 20
years, providing services to adults, famlies, and couples,

including the chronically nentally ill. Ms. Smith addressed
[ proposed Section 6] to authorize a provider tax to offset costs
of the Medicaid program She said this provision would

di scourage proficient and highly qualified nental heal th
professionals from participation because providers are paid
bel ow insurance reinbursenent rates, and a tax would further

reduce paynent rates. She directed attention to proposed
Section 3(a), and noted that a nmental health investigator should
be looking at patient records - or audits should include -
treatment goal, type of psychotherapy treatnent, estinmated

length of treatnment, and evidenced-based treatnent outcones.
The question for auditors should be whether the provider is
effective, which would lead to fewer treatnents. Ms. Smth
pointed out that therapy is psychotherapy, not pharnmacol ogy.
Pharmacol ogy may reduce synptonms, but does not treat the
underlying illness. Turning to proposed Section 4(b), she
advised that overpaynents should be prevented by review ng
claimse as they are received; in fact, conpetent clinicians
shoul d have no objection to accountability for treatnent. She
guesti oned whet her successful practitioners would be willing to
work far bel ow market rates, as suggested in proposed Section 9,
and this provision would attract unskilled providers. Pr oposed
Section 10 seeks an increase in federal match, and she cautioned
that if federal funds dry up the state would be fiscally
responsi bl e. Ms. Smth opined cost savings by tel enedicine was
only consi dered because there is a fiscal crisis. She remarked:
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If a project or program is suddenly unnecessary in
tight financial tinmes, then it is unnecessary when

i npl emented in good tines. Here is the reality of
nmental health in Fairbanks: There are not enough
mental health agencies or independent nental health
providers in Fairbanks. (2) O those, many are not
qualified to treat famlies, couples, or children, |et
alone the chronically nentally ill. (3) Only a couple
of clinics or agencies accept Medicaid ... those that

do are backlogged or have established accessibility
criteria that would exclude many who are in need of
nmental heal th services.

M5. SM TH concluded that there is the appearance of helping the
di sadvantaged, in contrast with the reality of effectively
provi ding services needed. I f Fairbanks does not have nental
health providers, there is no value in Medicaid expansion

3:59: 35 PM

RI CHARD ROBB di sclosed he is the mayor for the Gty of Bethel
but is testifying on his own behal f. In addition, he works for
the Yukon- Kuskokwim Health Corporation as the director of
residential services. M. Robb expressed his support for HB 148
and Medicaid expansion, and encouraged |egislators to pass the
bill. Medi cai d expansion would save the state noney, bring in
federal revenues, <create jobs, reduce dependence on state
grants, and provide insurance for about 40,000 Al askans. Most
of the expansion is paid for by the federal governnent, is 100
percent reinbursed for the first year, and will be maintai ned at
90 percent federally funded. M. Robb relayed that expansion is
estimated to save the state $6.5 million and bring to the state
$148 mllion in federal funding in the first year. Furt her,
Medi caid expansion is estimted to create 4,000 jobs in Al aska
and save the state grant funding to nedical and behavioral
heal th prograns. He acknow edged that Medicaid expansion is a
political hot potato and very unpopular in some political
circles; however, as a registered Libertarian elected to public
office, he has learned to put political ideology aside in public
servi ce. Al though there may be political risk for many, M
Robb encouraged the conmittee to support Medicaid expansion.

4:02:54 PM
LACEY KEIL said she has been a health care professional for 10

years and expressed her support for Medicaid expansion
Recent |y, t he | ocal hospi t al reported t hat in 2014,
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approximately $1.9 mllion [she later e-mailed a request to
correct this amount to $1.6 million] was spent on charitable
care. This deficit endangers the ability of the community to
mai ntain local healthcare; therefore, conbining reform and
Medi cai d expansion inproves the community's financial viability,
and would ensure affordable and accessible health care for its
residents.

REPRESENTATI VE TARR asked which hospital reported the |oss due
to charity care.

M5. KEIL answered Seward [Conmunity Health] Center.
4:04:11 PM

KATHLEEN YARR expressed agreenent wth previous testifiers
Jeannette Grastco, Paul Sherry, Kate Burkhart, and David Morgan.
Ms. Yarr said she was originally against Medicaid expansion but
now realizes it is in the best interest of Al askans. In her
experience as a drug and alcohol counselor, she advised that
getting people into substance abuse treatnent immediately after
t hey have experienced a crisis is critical; in fact, any delay
intinme is detrinental to patients.

4:05:32 PM

DAVID OTNESS said he was testifying as a person caught in the
m ddle of this issue because he is one year short of receiving
Medi care, and cannot afford health insurance premunms as health
i ssues have caused him to take Social Security early. M .
QO ness was a commercial fisherman with health care provided by
the Fisherman's Fund, [ Depart nent of Labor & Workforce
Devel opnent] and the U S. Public Health Service. This coverage
was provi ded because waternmen and their vessels are avail able

for the country's defense if called upon. However, at the age
of 27, he was injured and admtted to the U S. Public Health
Servi ce hospi t al in Seattle for an ext ended tinme.

Unfortunately, Seanman's coverage was ended after he was
di agnosed with a chronic disease. M. Qness' diagnosis placed
himin a high-risk category for insurance, and his nedical bills
led to the loss of fishing boats, his hone, and opportunities
for fishing permts and individual fishing quotas (IFQ) during
his career as a third generation fisherman. Under the
protection of union-sponsored nedical coverage and Medicaid, he
received lifesaving surgeries. M. Qness opined that since the
early '80s, citizens have had a drastic erosion of social
support systens that were once provided by incone taxes. He
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cautioned against the rise of both the Mlitary-Industrial
Conmpl ex and the nedi cal insurance conpl ex.

CHAI R SEATON suggested M. Qness provide the remainder of his
testimony in witten form and asked if he was correct in
assum ng that M. Qness supported Medicaid expansion.

MR. OINESS sai d correct.

4:10: 21 PM

DEROTHA FERRARO, Director, Public Relations & Marketing, South
Peninsula Hospital, stated that South Peninsula Hospital is a

small critical access hospital in Honer. Ms. Ferraro said the
hospital's board of directors recently passed a resolution in
support of Medicaid expansion. She advised that in South

Peninsula Hospital's service area, Medicaid expansion would
result in over 1,300 residents being eligible for coverage,
whi ch could nake a difference in their lives, in the popul ation
of the hospital's service area, and in the ability of a small
community hospital to neet its mssion and stay financially
vi abl e. Last year the hospital provided $2.4 mllion in bad
debt and charity care, thus having even a small portion of
currently uninsured residents getting insurance could be
significant. Furthernore, Honer's 2009 conmunity health needs
assessnment identified "access to care" as the nost significant
issue facing residents, and expanding Medicaid would assist in
this effort. Ms. Ferraro said snmall hospitals are tasked to
succeed during tinmes of increased expenses, reduced incone, cuts
to Medicare reinbursenent, and additional costs required by the
PPACA. Finally, Medicaid expansion wll provide many benefits
to the state, communities, hospitals, and to beneficiaries.

4:13:19 PM

CHARLES BINGHAM said he was a 45-year Al aska resident. M.
Bi ngham expressed his support of Medicaid expansion because
there are many people "living on the margins,"” especially in the
rural communities, who nmay not be able to afford insurance
prem uns. Medi cai d expansion was neant to be a key elenment in

PPACA, but was lost through a U S. Suprenme Court deci sion. As
an individual, M. Bingham said he is currently working on a
contract position that ends soon, and he could beconme soneone
who qualifies for Medicaid. He described his personal
experience as a diabetic seeking insurance under PPACA The
Sitka Conmunity Hospital also has a high level of charity care,
and would benefit from 100 percent to 90 percent federal
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rei mbur senent. He restated the benefits of Medicaid such as
access to behavioral health, substance abuse treatnent, and
energency nedi cal evacuation services. M. Binghamrestated his
desire to see Alaskans receive the full benefit of ACA He
disclosed that he previously wrked for Southeast Al aska
Regi onal Health Consortium but was testifying on his own behal f.

4:16: 23 PM

ROBI N MENARD, Spokesperson, Mat-Su Health Foundation, rem nded
the commttee that the mpjority of those who would be eligible

for Medicaid expansion are the working poor; in fact, over 40
percent are working at jobs that do not pay enough for a subsidy
to buy insurance, but who are required to have insurance. I n

addition, Medicaid "puts themon a path to self-sufficiency” and
to obtain health care before health issues becone a crisis. M.
Menard said accepting federal dollars in this issue does not
differ from federal noney accepted for other projects throughout
Al aska.

4:18:19 PM

ANNETTE ALFONSI infornmed the conmittee that about three years
ago she sustained a traumatic brain injury and other physica

injuries as the result of an autonobile accident. Traumatic
brain injury (TBI) is now recognized to be a nedically
manageabl e chronic physical condition, and victinms can work
every day wth adequate nedical managenent . Before the
accident, M. Afonsi held a good job with benefits and had
never used services. Presently, she lives with her nother and
has personal insurance; however, her personal insurance conpany
is dissolving at the end of this year. M. Alfonsi said she is
currently unable to work, but is inproving with appropriate
treat ment. Medi caid expansion is the bridge to enable her to
again contribute to Al aska's econony and reenter the workforce.
At the end of this year, Medicaid wll be needed to manage her
condition so that she can get and keep enpl oynent. Ms. Al fons

said she is in her 20s, and the treatnment she receives now is
critical for her future success and opportunities, or she could
“fall through the cracks, deteriorate, and beconme permanently
dependent on state-funded services." Ms. Alfonsi pointed out
t hat one wth uncontrolled diabetes could not sustain
enpl oyment, and her condition also requires nedical maintenance.
She suggested that expanding Medicaid is a great opportunity to
allow residents crucial access to nedical care while gathering
data - at no financial obligation for the state - so that
Medi caid reform can be addressed next session.
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4:21:41 PM

MARY M NOR said in Decenber 2008 she was working at a clinic in
Fai rbanks, and paid $400 per nonth for health insurance with a
$3, 000 deducti bl e. She was in her early 50s with no health
i ssues when she sustained a skiing accident and, after paying
her deductible, her insurance paid |less than $10. However, in
2009 her insurance premuns increased to $800 per nonth with a
$5, 000 deducti bl e. Ms. Mnor said her knee injury ended up

costing her $60, 000. In 2010, she could no |longer afford
i nsurance until she recently got insurance through PPACA. Her
premuns are now $22 for health insurance and $38 for dental
i nsurance, however, she is now unenpl oyed. At this tine, she
does not fear bankruptcy due to illness or injury. Ms. M nor

agreed with legislators' concerns about waste, fraud, and abuse
of the health care system but noted that this is a separate
i ssue. The charges nade by hospitals are unrelated to what
itens cost; in fact, 60 percent of personal bankruptcies in 2013
were due to nedical bills, and insurance conpanies do not pay
actual costs because of their agreenents wth providers. MVs.
M nor acknow edged that containing costs is difficult; however
Medi caid expansion can address those who are in difficult
si tuati ons.

4:25:30 PM

RUTH WOOD stated that she doesn't work in the nental health
i ndustry. She reported that she pays $1,000 each nonth for
health insurance with a $5,000 deductible. She said she was
fortunate for her good health and that she could afford health
i nsurance. She indicated that she did not try to switch health
care options to obtain additional deductions since she will be
on Medicare soon. She offered her belief that good health care
was a basic need, and nothing is nore inportant than health,
food, shelter, and famly, so it would be unconscionable not to
have Medi caid expansion. She stated that she pays federal taxes
and there are not any federal funds she would rather see than

Medi cai d expansi on. She offered that even though it does not
personal ly affect her, it was so inportant to her that she was
willing to listen in for an hour and a half in order to testify

t oday. She concluded by stating that [Medicaid expansion] is
very critical, the state needs to do so, and should have done so
earlier.

4:27:35 PM
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M KE COONS stated that he is a retired paranmedic and U S. Air
Force non-conm ssioned officer so he has observed socialized
medi ci ne. He indicated that he previously sent an e-mail in
opposition to HB 148. He stated that many charitable cases are
enmergency room cases, in fact, as a paranmedic, he observed that
approximately 99 percent of the mnor cases treated at the
energency room were Medicaid patients. He offered his belief
that nothing will make these people go to a nedical provider
since it seened easier for themto go to the energency room He
said he liked Representative Seaton's anendnent requiring [the
state] to establish a primary care case nmanagenent system
however, he cautioned that the state needs to manage the

energency room care usage by Medicaid patients. Further, he
agreed with Representative Vazquez's anendnent since he believes
that fraud "needs to be hammered and hammered hard." He related

that as a veteran it takes six nonths for the Veterans
[Benefits] Admnistration, U S. Departnent of Veterans Affairs

to pay his doctor, which he thought was nuch too |ong. He
referred to the projection of 4,000 new nedical jobs and
predicted that doctors wll drop Medicare patients since they
will derive nore noney from Medicaid than they do from Medi care

He further predicted that the additional taxes wll be passed on
to paying patients, which will increase the cost of nedicine.
He concluded by stating that he didn't mnd hel ping those who
can't help thenselves fully, but he was tired of handouts versus
"“hand- ups" so he urged nenbers to vote no on Medicaid expansion
and on HB 148.

CHAI R SEATON clarified that the jobs created were not just for
the health care field. He said the 4,000 new jobs was based on
the nunmber of jobs generated for every $10 mllion the state
receives in federal funds and does not nean 1,000 primary care
doctors each hiring three other people.

4:32:20 PM

ELI ZABETH RI PLEY, Executive Director, Mat-Su Health Foundation
(MBHF), stated that the foundation "has a foot in both worlds”
since it co-owns the hospital that takes care of people when
injury and illness are not prevented. It also nmakes grants to
make a neasurably healthier Mat-Su popul ation. She said that
the state is at the apex of health care reform The foundation
believes it is possible, and the foundation brings data,
anal ysis, and new perspectives to help achieve the triple aimin
the Mat-Su area, which includes better care for individuals,
better health for populations, and |ower per-capita costs. She
said the Mat-Su Heal th Foundation strongly urges nmenbers to pass
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HB 148 since it takes steps toward neaningful Medicaid reform
for a nore sustainable Medicaid program it would expand
Medicaid for the benefit of Alaskans and the econony, and it
woul d help achieve the triple aim The MSHF recently published
a report that included a deep-dive on Mt-Su regional energency

departnment wutilization in 2013. She previously provided the
committee with this data via e-nmail. Cearly, the care of these
high utilizers needs to be managed nore effectively. Ref or s

built into HB 148 in Section 10 could do this, she said. Wth
respect to the proposed anendnent, she suggested stronger
| anguage be added to nmanage "super utilizers,” in particular, to
include sharing the savings wth hospitals that have to
i npl enent the program

M5. RIPLEY paraphrased from witten testinmony [letter dated
3/ 26/ 15], as follows:

Mat-Su Regional’s ED sees five times the nunber of
people wth behavioral health issues than our
community nental health center. The Mat-Su popul ation
nearly doubled from 50,000 people to 98,000 people
since 2000 but Mat-Su’s community nental health center
grants from the Departnent of Behavioral Health stayed

flat. State funding nechanisns for this safety net
popul ation literally drove people to seek care in the
ED instead of in lower cost settings. | nstead of
getting care in a tinmely way from our conmunity nenta
health center, these folks delayed care until it was a
crisis and presented to the ED. Because they couldn’t
pay the bill for those ED services, the ED recoups
those dollars by cost-shifting to other payers and the
publi c.

Medi cai d expansion would inprove access to care for
t hese behavioral health issues and prevent costly ED
visits. Medicaid expansion would reduce this cost-
shifting and help lower health care costs across the
system Medicaid reform would ensure that we nanage
our costs and prevent unnecessary and preventable ED
visits through care coordination. HB 148 takes steps
in the right direction to pair neaningful reform
measures wWith expansion to inprove access to care and
reduce costs. MSHF endorses HB 148.

CHAIR SEATON wel conmed suggested changes to the anendnents,
especially with respect to super utilizers.
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4:35: 53 PM
The commttee took an at-ease from4:35 p.m to 4:45 p. m
4:45:13 PM

ROSS BI ELI NG descri bed his 30-year background in health care, as
a college graduate working to teach physicians on surgical
stapling procedures, and currently working for Medical Bidline,
whi ch provi des orthopedics for hip and knee inplants and in hone
health care. He said he is also an attorney.

MR. BIELING expressed concern on the structural issues in
Al aska. First, the state has an unreliable business partner
since the federal government is $18 trillion in debt. Second,

the state has a big footprint. The state can do lots of things
to address health care in the Bush, such as using schools for
clinics and addressing out-of-control travel costs. He noted
over $100 mllion in travel costs by Alaska Natives traveling to
Anchorage in the past year including airfare and food. He
expressed concern these costs could increase to $200 mllion.
He referred to an [Al aska] Health Care Comm ssion report [from
the] Parnell [Administration] that identified inflated costs for
itens such as a $26, 000 wheel chair cost to Bethel, and lifts, as
wel | as undefined actual costs. He offered that the chall enge
for the conmttee will be to define reform and identify detai
to achieve a specific, neasureable, and reproducible plan of
action to exceed the financial goals and markers. He offered
his belief conpetitive bidding does work since it levels the
playing field for large and small providers. In closing, he
said that his conpany, Medical Bidline, has a unique background
and provides expertise in orthotic services, post-operation
braces, nedical equipnent, and surgical procedures including
t ot al hi ps, t ot al knees, art hroscopi es, back surgeries,
col onoscopi es, podiatry services, chiropractic services, and
di agnostic services such as MRIs [nmagnetic resonance i magi ng].

CHAI R SEATON thanked M. Bieling, noting the conmttee has the
conpany's mssion statenent already. He suggested a forthcom ng
anmendnent nmay address conpetitive bidding preferences.

4:49: 39 PM

SARAH KEHOE, PA, stated she is a 24-year Al aska resident, a
physician assistant, who has worked in private practice in
Fai rbanks and for 16 years in the Upper Susitna Valley in a
community health center. She spoke in support of HB 148, both
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for reform and expansion, but not to do one at the expense of
the other. She expressed concern for the daily |oss of federa
revenue that could be put towards the health and well being of
Al askans. She related that she is British, but is an Anerican

who has lived in Al aska since 1991. She has been a physician
assistant for 18 years. In the past five years she has worked
in care coordination, so she understands the concerns wth
community and hone-based waivers. She presently works in case
managenent, she said, so she neets patients every day who are in
the gap - hardworking, good Al askans who still renmain uninsured
or underinsured. She urged nenbers to pass this bill quickly so

this plan can be rolled out snoothly, effectively, and
efficiently to help Al askans. She enphasized that this would
touch nmany Al askans and represents an opportunity that should
not be m ssed. She would like to see the $33.5 mllion
appropriated for the Susitna-Watana Dam be reappropri at ed.

4:52:56 PM

JEANNE SWARTZ stated she is a nearly 40-year resident of Alaska
and would like to offer her full support for HB 148. She stated
that many citizens of Al aska have expressed el oquent support for
this bill. She asked to make three points: care and conpassion
is a primary concern of government and a healthy society is a
stable and prosperous society; the efficiencies attached wll
provi de better service and bring down the health care costs in
Al aska, including for people not covered by Medicaid expansion

and Al aska obtains federal noney for many things, so to take
federal noney for inproved health is the best and highest
pur pose.

4:55:26 PM

NANCY BALE stated she is a school nurse and has been a nurse in
a hospital setting taking care of elders in Al aska. She
received her degree in the 1990s at the University of Al aska
Anchor age. She previously lived in Bush Al aska for nany years.
She has been bl essed with good health and has not had to use her
i nsurance policy. She said she is 69 years old so she is
eligible for Medicare, but she has not had to use Medicare, Part
B, due to her current enploynent. She neets parents daily whose
famlies fall into the gap. Their children may be covered by
Denali Kid Care, but the parents cannot afford health care. She
said that elders survive in nursing homes through Medicaid, and
their benefits should be assured through the expansion of
Medi caid. She offered her belief that nost Al askans support the
expansi on of Medicaid and she would Iike to see the climte that

HOUSE HSS COW TTEE - 24- March 28, 2015



is pro-reform but not reform that halts expansion. She urged
menbers to set benchmarks and nove forward this year while the
federal governnent provides 100 percent support, but stil
continue to consider reforns on an ongoi ng basis. In fact, she
said, that is what other states have been doing. She thought
many people expected this to nove forward since it was a mgjor
point in the gubernatorial election so many people are perpl exed
that it has stalled. She cautioned nenbers on the provider tax,
since Medicaid providers are already offering services at a
lower rate so to add an additional tax would "chill" the
addition of Medicaid providers in outlying areas of the state
She said, "Do not |let reformbe the eneny of expansion."

4:59:32 PM

JESSI CA CLER, Al aska Public Affairs Mnager, Planned Parenthood
Votes Northwest, stated that she is a lifelong Al askan. She
of fered that Planned Parenthood operates four health centers in
Al aska and in 2013, served nearly 8,000 people with |ife-saving
and cost-saving reproductive health care. As a health care
provi der that serves thousands of |owincome wonen and nen each
year, the organization is keenly aware of the needs of
vul nerable adults in Al aska. She stated that nany childless
adults without disability nmaking |less than $20,000 annually have
no affordable health care coverage. She said, "This has to
change. " She offered that expansion would give 42,000 people
coverage for vaccinations, cancer screenings, and nental health
servi ces. The increased health care usage could be an econonic
driver creating thousands of jobs and generating billions of
dollars in new wages. Medi caid expansion also would give
Al askans an opportunity to take entrepreneurial risks wthout
fear of losing insurance coverage, and ensure coverage for
wor ki ng adults or those who wish to start a business or seek an
educati on. It would also nmean people who have been foregoing
medi cation or treatnent to pay rent will no |onger have to make
that decision. Wnen who have put off their annual exans could
finally obtain cancer screening instead of needing to go to
energency roons for treatnent. She urged nenbers not to wait to
expand Medicaid, even though reform is inportant. She urged
nmenbers to support HB 148.

5:01:59 PM
CLAYTON WALKER, Sr., stated that since 1970 the state has had a
medi cal problem in the practice section of the nationa

exam nation for auditing qualification for certified public
accountants. He expressed a concern for the nunber of audits as
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opposed to the profitability of audits. He has served as an
auditor for the Internal Revenue Service, the United States
Treasury, and for U S. CGeneral Accounting Ofice (GAO. He said
that auditors can produce resources and should be able to focus
their skills. He said that statistical audit designs are nore
adaptable to situations that continually change. He referred to
earlier testinony, noting there is a significant variability in
the problem to be addressed; however, a group of professional
auditors are trained to handle the conplexity of this situation.

CHAI R SEATON asked about the issue of audits. One suggestion
under consideration is that if there are federal audits that
overlap with state audits, the state would consider accepting
the audit in lieu of conducting separate audit. He asked
whet her this nakes sense to an auditor.

MR. WALKER answered that the goal learned at IRS was to produce
10 tinmes nore than it cost. He suggested that if the federal
governnent provided $50 mllion, the audits should produce 10
times that or $500 mllion. He enphasized that should be the
standard of production for the audit; however, if the state is
required to follow laws witten by non-certified public
accountants, it represents a separate issue.

CHAI R SEATON wel coned suggestions submitted in witing.
5:06: 11 PM

CANDUS M LLER suggested the commttee consider privatization
regardi ng Medi caid expansion. She said she had concerns wth
privacy rights and parental rights, in particular, wth parents
not having know edge of their <children seeking to termnate
pregnanci es. She had further concerns that expansion going
through Denali Kid Care would provide funds for abortion. She
expressed concern that other problenms would surface, just as it
did when the Patient Protection and Affordable Care Act was
bei ng deliberated. She nentioned that Okl ahona stood up agai nst
Medi caid expansion since it would cost trillions of dollars.
She suggested nenbers could go to Heartland Institute or Al aska
Policy Forum for information on problens wth Medicaid
expansi on. She expressed concern that the federal governnent
will provide funding initially, but then the state nust |ater
cover 90 percent of the costs. She said her famly switched to
a policy that costs less than $4,000 - $4,500 per year. She
characterized it as a co-dependency, but Al aska can rely on the
private sector to provide health care. She spoke in opposition
to Medicai d expansion.
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5:10:41 PM

PAT CHAPMAN said she is a citizen advocate. She suggested that
HB 148 can help those who work hard, but earn |ower inconmes and
can't afford the high cost of insurance. Thi s popul ati on tends
to get sick, and is ignored until the ailnment is severe and they
then access energency services. She said that the cost of
energency services are nuch nore costly than physician office
visits, and the service ends up being "charity care" that
i ncreases the cost of health insurance. She would like to see
HB 148 pass so |lowinconme people can stay healthy. She
enphasi zed that this health care is necessary and the state
needs to be proactive for health <care, not reactive, as
preventative care is less expensive in the long run. She
of fered her support for HB 148.

5:13: 30 PM

JEANNE PARKER characterized herself as a hardworking comunity
menber who has lived in Homer for 39 years and raised a famly
here. She strongly urged nenbers to pass HB 148. She said that
she falls in the "donut hole" of the uninsured because she can't
afford health insurance. She stated that she teaches pre-schoo
and gymastics. She feels lucky to be a healthy person and she
pays attention to her health through preventative neans. The
health care expansion would not cover sone of her health care,
such as acupuncture and exercising which she covers on her own.
She said that the catastrophic insurance available through
Medi cai d expansi on woul d be hel pful. She related a scenario in
whi ch she sliced her hand and obtained energency room care as a
charity case. She offered her belief that Al aska should accept
federal funding, noting that the state receives a huge anount of
federal funding for the mlitary. She characterized the funding
as a "w n-win" situation.

5:16: 23 PM

KELLY WALTERS spoke in support of HB 148 to expand [ Medicaid].
He said the public "spoke" about this in Novenber [by selecting
candi dates] since Medicaid expansion was a cornerstone of the
| ast gubernatorial election. He offered his belief that it is
very difficult to unseat an incunbent governor, and yet that
happened, |argely due to Medicaid expansion. He predicted that
in five years the state will save $330 mllion, by spending
bet ween $17 and $20 million. He suggested cancelling the Bragaw
Road extension in Anchorage that nobody wants through the
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university medical district, which would save $18 mllion. He
said that everyone pays federal taxes, but by not accepting this
due to sone partisan witch hunt, our tax dollars are supporting
and subsidizing w ser states. He rem nded nenbers that U S.
Senator Ted Stevens supported the original bill for affordable
care in 1994. He rem nded nenbers that Senator Stevens brought
in significant federal dollars to Al aska. This will create
4,000 jobs with over $1 billion in wages and salaries. G ven
the oil tax situation, the state needs every possible revenue
stream he said. He hoped nenbers woul d expand Medi cai d.

5:20:02 PM

ROBERT NEWWVAN, Student, Juneau-Douglas High School, spoke in
support of HB 148, which would expand Medicaid. He said he is a
senior and is worried about when he |eaves college with debt
that he won't be able to afford insurance. He said his father
left a job he | oved when he could not afford insurance for his

famly. He offered his belief that entrepreneurs wll be
adversely affected if they cannot afford health insurance. He
said that iif nmenbers Ilove the free market and support

capitalism please support HB 148, Medicai d expansi on.
5:21:51 PM

ERI C JORDAN, Policy Analyst, Al aska Native Health Board (ANHB)

stated that not only does he represent ANHB, but he wanted to
speak on behalf of all the uninsured Al askans. He said not only
has the conmttee heard about the fiscal, economc, and nora
reasons to expand Medicaid, but there was al so another reason to
do so: enpower nent . He said that health insurance 1is
enpower i ng. He related his personal experience, noting that he
had a colonoscopy exam and the surgeon found benign polyps,
whi ch were renoved. He was advised to obtain screenings every
three years. H s stepnother has colon cancer so he has seen
firsthand the devastation that pain has caused her and his whol e
famly. He urged nenbers to please consider Medicaid expansion
and provide insurance since it is enpowering and gives people
the tools and the know edge to take care of thensel ves.

5:25:45 PM
The committee took an at-ease from5:25 p.m to 5:32 p.m

5:32:39 PM
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CHAI R SEATON, after ascertaining that no one further w shed to
testify, closed public testinony on HB 148.

CHAI R SEATON explained that the commttee would review sone
questions on the bill before amendnents woul d be proposed.

REPRESENTATI VE VAZQUEZ referred to page 1, line 11 of HB 148
whi ch read:

(1) the governor, through the Departnent of Health and
Soci al Services, take all necessary action to capture
federal revenues and offset state general funds and
evaluate the npbst cost-effective nmethod for revising
expansi on cover age, . .

REPRESENTATI VE VAZQUEZ asked what the departnment neant by that
| anguage.

5:34: 44 PM

JON SHERWOOD, Deputy Conmissioner, Medicaid and Health Care
Policy, Ofice of the Conmm ssioner, Departnent of Health and
Soci al Services (DHSS), explained that the aforenentioned
| anguage neans that the Medicaid expansion population is not
required to have the sane benefit package that the current
Medi caid adult popul ation has. He stated that the departnent
must ensure that the individuals have a benefit package that
provi des for coverage for essential health benefits as defined
by federal law or an alternative benefit package determ ned by
the federal governnent to be equival ent. He offered his belief
that the nost effective way to inplenment Medicaid expansion was
to start with the existing Medicaid benefit package; however,
the departnent wll evaluate whether a nore appropriate cost
effective benefit package is available and could pursue it in
t he future.

REPRESENTATI VE VAZQUEZ asked for clarification that t he
department will examne the existing Medicaid services provided
to Medicaid recipients to see if it is appropriate to provide
the sane services to the newy expanded group

5:36:48 PM
VALERI E DAVI DSON, Conmmi ssioner Designee, DHSS, explained that
the strategy to get the Medicaid expansion up as quickly as

possible was to mrror the existing Medicaid program As
previously testified, nmuch of the bill does not address
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expansion, but consists of reform for the entire Medicaid
pr ogram As those refornms cone into play, since the expansion
popul ation would mrror the Medicaid program the reformefforts
woul d all be applied to the expansi on popul ati on.

REPRESENTATI VE VAZQUEZ asked about the 14 nmandatory services
plus the 27 optional services and if the departnment planned to
offer all of the services.

COWM SSI ONER DAVI DSON  answered that the Medicaid expansion
coverage would mrror the existing Medicaid coverage.

REPRESENTATI VE VAZQUEZ asked to clarify the 27 optional services
wi Il be provided to the expansi on group.

MR. SHERWOOD said that what was currently offered to Medicaid
recipients wll be offered to the expansi on group.

COWM SSI ONER DAVI DSON expl ai ned that the state had deci ded that
sone optional services provide a nore cost-effective way of
providing care for people who are Medicaid beneficiaries. For
exanpl e, being able to provide pharnmaceutical coverage, covering
prescription drugs, is an optional service under Medicaid.
However, the departnent also recognizes that sone individuals
who are prescribed nedications, but don't take them could
result in higher costs since their injury or illness could
worsen, which will result in nore costly energency care. O her
optional services that the Medicaid program covers include home-
and community-based service. In order to qualify for services
the individual nmust receive skilled nursing |evel of care under
the optional Medicaid program however, the mandatory service
under Medicaid is skilled nursing care. The question raised is
whet her the departnment should provide honme and conmunity-based
services in Alaska at a nmuch Jlower cost by supporting
individuals in their homes and conmunities as an option, or if
the state should take away the optional service and instead
provide the nandatory coverage at a nuch nore costly skilled
nursing facility.

5:40: 40 PM

REPRESENTATI VE VAZQUEZ asked whether transportation to and from
t he point of Medicaid was included as optional.

MR. SHERWOOD answered that access to nedical care was required

to be provided by the Medicaid program It could be provided as
an optional service or admnistratively. In Alaska it is
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treated as an optional service, but if it was not treated as an
optional service, the state would still need to provide it and
claimit admnistratively, he said.

5:41: 26 PM

REPRESENTATI VE VAZQUEZ asked whether the federal governnent
woul d reinmburse the state for all 27 optional services.

MR. SHERWOOD answered that the state receives federal natch for
all the Medicaid services the state provides under the statute.

REPRESENTATI VE VAZQUEZ asked for the expenditures for the |ast
year for optional services.

MR. SHERWOOD replied that he did not have the figures for |[ast
year.

CHAIR SEATON rem nded nenbers that the departnent had not
antici pated detail ed questions, which is fine.

REPRESENTATI VE VAZQUEZ asked whether the figures were included
in the fiscal notes.

VR. SHERWOOD said that the estimated cost for Medicaid
expenditures for the expansion included estimtes for all
optional and rmandat ory servi ces.

CHAI R SEATON reiterated that the fiscal note includes estinmates
for all services for Medicaid expansion.

REPRESENTATI VE VAZQUEZ rel ated her understanding that the fisca
note were based on esti mates.

MR. SHERWOOD answer ed yes.

REPRESENTATI VE VAZQUEZ asked the departnment to provide a |ist of
t he mandat ory servi ces.

MR. SHERWOOD agreed to do so.
5:43:19 PM

REPRESENTATI VE VAZQUEZ referred to page 1, lines 13-14 which
read:
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nost cost-effective nethod for revising expansion
coverage, including nore efficient benefit plans, cost
sharing, wutilization control, and other innovative
heal th care financing strategies;

REPRESENTATI VE VAZQUEZ asked about the departnent's vision for
nore efficient benefit plans.

COW SSI ONER DAVI DSON replied that the nore efficient benefit
pl ans include many of the reform efforts explained later in the

bill, including allowmng the departnent the flexibility to
pursue waiver opportunities, for exanple, taking advantage of
the existing 100 percent f eder al match  or conducti ng
denonstration projects for the departnent. Thus the departnent

may pursue other options to provide health care services in a
nore efficient manner, she said.

5:44:17 PM

REPRESENTATI VE VAZQUEZ asked how long M. Sherwood has worked
for the departnment.

MR. SHERWOOD answered that he has worked for the departnent for
over 25 years.

REPRESENTATI VE VAZQUEZ asked for his ideas on a nore efficient
benefit pl an.

MR. SHERWOOD offered his belief that the comm ssioner had
answered the question quite well, that the departnment has been
| ooking at the types of things described in the reforns.

5:44:51 PM

REPRESENTATI VE VAZQUEZ asked for the departnent's vision for
utilization controls.

COWM SSI ONER DAVI DSON answered that wutilization controls were
designed to be relatively broad to allow the departnent as mnuch
flexibility as possible. As the Departnent of Health and Socia
Services has frequently testified to in the past, the departnent
views reform as an ongoing process and not a point in tine,
simlar to other states which have effectively inplenented

Medicaid and health care prograns. Sonme of the wutilization
controls include ones identified in the reform section of the
bill, including addressing the "super utilizer™ or "over
utilizer" who use energency roons [for primary care]. The
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department hopes to teach people how to use health care services
in a nore efficient and effective manner at |ess cost.

5:46:24 PM

REPRESENTATI VE TARR asked for clarification on how the public
can follow inplenentation measur es. She related her
under standi ng that [Medicaid expansion and reform was a process
and the public and legislature wll have opportunities to

parti ci pate.

COWM SSI ONER DAVI DSON  answered yes. As the departnent has
previously testified, it has issued a request for proposal (RFP)
- which just closed - for an independent consultant to identify
reforns adopted in Lower 48 states since nany states are also
grappl i ng with Medi cai d and heal t h care [costs and

efficiencies]. The state could benefit from | essons |earned by
other states, she said, pointing out that the departnent,
| egislators, providers, and the public all have ideas. She
envi sioned that the independent consultant will review all ideas

for reform and eval uate how these mght work in Alaska - a state
with a relatively small population and the unique challenges
posed by its large geographic size and lack of specialists in
nost communities. In addition, the departnment desires to engage
the public and stakeholders in a transparent process, she said.

CHAI R SEATON pointed out the commttee is currently discussing
| egislative intent |anguage, which it has previously reviewed.
In fact, the conmttee has already adopted anendnents to address
cost containnment and reform He suggested the comm ttee nove on
fromthe legislative intent section unless nenbers have specific

guestions related to the intent of HB 148. O herwi se, he
suggested the commttee could ask the departnment to start over
and re-introduce the bill [to obtain further clarification on

the details].

REPRESENTATI VE VAZQUEZ directed attention to page 6, lines 5-15
whi ch read:

di sabl ed per sons, as descri bed in 42 U S C
1396a(a) (10) (A (ii)(XIIl1), who are in famlies whose
i ncone, as determ ned under applicable federal
regul ations or guidelines, is |less than 250 percent of
the official poverty line applicable to a famly of
that size according to the United States Departnent of
Health and Human Services, and who, but for earnings
in excess of the |limt established under 42 U S C
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1396d(q)(2)(B), would be considered to be individuals
with respect to whom a suppl enental security income is
being paid under 42 U S C 1381 - 1383c; a person
eligible for assistance under this paragraph who is
not eligible under another provision of this section
shall pay a premum or other cost- sharing charges
according to a sliding fee scale that is based on
i ncome as est abl i shed by t he depart nment in
regul ati ons;

REPRESENTATI VE VAZQUEZ asked for clarification [of paragraph
12].

MR, SHERWOOD answered that this provision is existing |anguage
for eligibility not inpacted by HB 148. It describes what has
been comonly known as the "working disabled buy in" that allows
individuals with a disability who are eligible for Medicaid
except that their earned inconme nakes them ineligible. Thi s
provision would allow these "working disabled" individuals to
stay on Medicaid by paying a premum to the Medicaid program
He reported that several hundred people are in this eligibility
group at any given tine.

CHAI R SEATON renarked that this provision was previously covered
in the departnment's introduction of HB 148.

REPRESENTATI VE VAZQUEZ asked whether there were any changes to
t he af orenenti oned program

MR SHERWOOD answer ed no.
5:52: 05 PM

REPRESENTATI VE VAZQUEZ referred to page 2, line 10-13 which
read:

(3) the Departnent of Health and Social Services,
after consulting wth stakeholders, submt to the
| egislature not later than January 25, 2016, a
proposal to authorize a provider tax up to the maxi mum
extent allowed by federal law to offset sonme of the
cost of the Medicaid program

REPRESENTATI VE VAZQUEZ asked whether this provision would allow

the departnent to authorize a provider tax to offset Medicaid
costs as all owabl e under federal statute.
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MR. SHERWOOD answered that federal statutes allow states to tax
providers, noting that specific provisions address how the
provider tax can be treated to ensure that states are not using
provi der tax revenue as the state's matching funds for Medicaid.
He offered his belief that Alaska is the only state without a
provi der tax. He characterized the provider tax as "broad
based" and not a specific tax of Medicaid revenue.

5:53:15 PM

CHAI R SEATON commented that a six-page docunent from [the Al aska
State Hospital and Nursing Home Association] was in nenbers
packets.

REPRESENTATI VE  VAZQUEZ responded that the aforenentioned
docunent did not answer her specific question. She asked
whether this tax applied to all providers, or was limted to
provi ders who accept Medicaid patients.

COWM SSI ONER DAVI DSON advised that the departnent previously
testified it has started an RFP process with Fiscal Year 2015
(FY 15) funds to hire a consultant to recommend the best
solutions for Alaska given its unique chall enges. She reported
that other states inposing a provider tax have limted the tax
to hospitals and skilled nursing hones based on revenues, but
the provider tax is not tied to Medicaid. She anticipated that

the evaluator will exam ne whether it makes sense to extend the
provider tax to everyone. She pointed out that many providers
in Alaska are snall independent providers. She cautioned that

the state would not be interested in inpacting a provider's
ability to continue to provide valuable Medicaid services to its
beneficiaries, but rather to identify the best tax structure for
Al aska.

CHAI R SEATON pointed out an anmendment requiring the departnent
to use a third-party contractor to provide this service. He
offered his belief that the only question remaining is whether
to consider an additional anmendment to restrict the departnent
frommoving forward wth a provider tax.

REPRESENTATI VE VAZQUEZ repeated her question. She asked whet her
the provider tax would apply to all providers or if it applies
to providers who accept Medicaid since some providers don't
accept Medi cai d.

COWMM SSI ONER DAVI DSON reiterated that the provider tax does not
tax Medicaid receipts, but refers to a tax based on revenues,
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and was not tied to Medicaid. She envisioned that a contractor
would engage wth stakeholders to determne and recomend
solutions that wll work for Al aska. She further anticipated
that this process will allow |large and small providers to weigh
in wth their recomendations and identify "best practices”
ot her states have inplenented with respect to provider taxes.

REPRESENTATI VE VAZQUEZ t hanked the conmi ssioner.

REPRESENTATI VE TARR asked for further clarification that there
was not currently a provider tax in Al aska.

CHAI R SEATON agreed that Al aska was the only state that did not
have a provider tax; however, an anendnent requires a third-
party evaluator to make suggestions on a provider tax to help
pay for health care in Al aska.

5:57:37 PM

REPRESENTATI VE VAZQUEZ referred to page 3, lines 17-20, related
to audits, which read:

The departnent nay assess interest penalties on any
identified overpaynent. Interest under this section
shall be calculated using the statutory rates for
post -judgnent interest accruing from the date of the
i ssuance of the final audit.

REPRESENTATI VE VAZQUEZ noted that in previous hearings she had
asked about the interest rate, but now she would like to know
what effect it would have if the provider was allowed a 30-day
period since it seemed fair to allow providers time to have
t heir questions answer ed.

MR. SHERWOOD answered that the departnment anticipates that it
will issue a final audit identifying a date of expected paynent,
with interest accruing after that tinmne. He said he didn't fee
confortable addressing all the different circunstances since he
is not an audit expert, but he offered to provide additional
information to the conmttee.

CHAIR SEATON rem nded commttee nenbers that specific changes
could be presented as anmendnents to allow the departnent tinme to
anal yze their inpact.

6: 00: 19 PM
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REPRESENTATI VE VAZQUEZ directed attention to page 7, lines 17-
28, which read:

(b) The departnent, in inplementing this section,
shall take all reasonable steps to inplenent cost
contai nnent neasures that do not elimnate program
eligibility or the scope of services required or
authorized under AS 47.07.020 and 47.07.030 before
i npl enmenting cost containnment neasures under (c) of
this section that directly affect program eligibility
or coverage of services. The cost contai nment mneasures
t aken under this subsecti on may i ncl ude new
utilization review procedures, changes in provider
paynment rates, and precertification requirenents for
coverage [OF SERVICES, AND AGREEMENTS W TH FEDERAL
OFFICIALS UNDER WHICH THE FEDERAL GOVERNMENT W LL
ASSUME RESPONSI BI LI TY FOR COVERAGE OF SOMVE | NDI VI DUALS
OR SOME SERVICES FOR SOVE | NDIVIDUALS THROUGH SUCH
FEDERAL PROGRAMS AS THE |INDIAN HEALTH SERVICE OR
MVEDI CARE] .

REPRESENTATI VE VAZQUEZ offered her belief the first statutory
provision referred to the mandatory Medicaid services and the
second provision related to optional services, which appears to
tie the state's hands during any fiscal crisis since it would
not allow eligibility criteria to be changed or any optional
services to be elimnated.

CHAI R SEATON pointed out that subsection (b) is existing |aw.
He stated that the only change was to add "and" and renobve
| anguage begi nning on page 7, line 2.

6: 02: 51 PM

CHAI R SEATON asked the commttee to focus on the changes being
made to the Medicaid systemunder the bill.

REPRESENTATI VE VAZQUEZ suggested that this provision would
change a maj or conponent begi nning on page 7, |ine 23.

REPRESENTATI VE SEATON expl ai ned that the aforenentioned | anguage
was noved to Section 10.

MR. SHERWOOD offered that the |anguage in Section 10 does not
replace the deleted |anguage [page 7, lines 23-28]; however it
does outline a sonewhat different approach to obtain the federal
participation for coverage of services. This |anguage has been
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in statute for nany years and the approach has been exhausted so
this section was renoved to avoid a conflict [with the |anguage
in proposed Section 10].

REPRESENTATI VE SEATON clarified that the |anguage was replaced
in Section 10.

6: 04: 23 PM

STACIE KRALY, Chief Assistant Attorney GCeneral, Human Services
Section, Cvil D vision, Departnment of Law (DOL), agreed that
Section 9 was existing law, but the provision being deleted is
| anguage that would have been in conflict with proposed Section
10. The | anguage was deleted, a conform ng grammatical edit was
made on line 23, and the concepts were added in proposed Section
10.

6: 05: 01 PM

REPRESENTATI VE VAZQUEZ asked about the deleted |anguage since
this provision would charge the departnment with entering into
agreenments under which the federal governnment wll assune
responsibility for coverage of sone individuals, or sone
services for sone individuals, through federal prograns such as
the Indian Health Service or Medicare. She asked for further
clarification on what was wong with this provision.

MS. KRALY answered that nothing was wong with the | anguage, but
the language in Section 9 did not quite track the new reform

nmeasures in Section 10. She referred to page 7, line 31 through
page 8, line 4, stating that |anguage was renoved to avoid the
apparent conflict with proposed Section 10 that will achieve the

same focus, which is to nmaximze the state's participation with
the federal governnent for Indian health beneficiaries through
the tribal health system

CHAI R SEATON rel ated his understandi ng that was provided through
the Section 115 wai ver.

M5. KRALY agr eed.

REPRESENTATI VE VAZQUEZ, referring to the deleted provision,
asked whet her Medicaid was the second payer after Medicare.

M5. KRALY answered that Medicaid was the payer of |ast resort.
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REPRESENTATI VE VAZQUEZ asked for the reference to a simlar
provision in the bill that ensures that the state is the payer
of last resort.

M5. KRALY answered that the general prem se that Medicaid is the
payer of last resort has been well established in federal |aw,
state law, and case law so it exists without being specifically
referenced in this section.

REPRESENTATI VE VAZQUEZ asked for the specific state and federa
statutory citations.

MS. KRALY answered that she did not have the citations, but she
offered to provide themto the commttee.

6: 07:25 PM

COWMM SSI ONER DAVI DSON asked to correct earlier testinony that
stated the IRS rule under the Patient Protection and Affordable
Care Act (PPACA) recognizes that access to Indian Health
Services is considered insurance coverage. As one of the
drafters of those specific provisions of the PPACA in her prior
job, she clarified those provisions do two things. First, a
provision in the PPACA would exenpt |IHS beneficiaries from the
mandate for health coverage and the subsequent penalty. In
fact, |IHS services are not considered health coverage, but
rather this provision refers to a group nenbership exenption
based on the federal trust responsibility to IHS beneficiaries.
Secondly, another section of the PPACA expressly allows [|HS
beneficiaries to be able to participate, purchase, and receive
subsidies for marketplace plans. Clearly, the U S. Congress
did not consider access to health care services through an IHS
facility to be health insurance, she said.

[ HB 148 was hel d over]

6: 08: 52 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Health and Social Services Standing Commttee neeting was
adj ourned at 6:09 p. m
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