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CHAIR TOM ANDERSON called the Adm nistrative Regulation Review

Conmittee neeting to order at 3:26:50 PM Representati ves
Anderson and Cissna and Senators Therriault and Hoffman were
present at the call to order. Representative Kohring arrived as
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the neeting was in progress. Also in attendance was
Representative McQuire.

Dur abl e Medi cal Equi prent Suppl i es Regul ati on Changes

CHAI R ANDERSON announced that the only order of business would
be a discussion regarding the recent changes to the Departnent
of Health and Social Services regulations for durable nedical
equi pnment suppl i es.

3:29: 02 PM

CHAI R ANDERSON explained that the commttee's purview is to
review regul ations. He further explained that this sumer there
were discussions regarding holding off on [certifying] the
regul ations [relating to durable nedical equipnent]. However,
the regulations went into effect on January 11, 2006, and thus
it's now inpossible to nmke those regulations ineffective.
Chair Anderson expressed his frustration because a delay in
certification of the regulations could ve prevented this
nmeet i ng. He then announced that regardless of the departnent's
testinmony today, he wll probably introduce legislation to
address these regul ati ons.

3:32: 01 PM
KARLENE JACKSON, Conmi ssioner, Departnment of Health and Socia

Services (DHSS), began by clarifying that the durable nedical
equi pnent Medicaid regulations are exenpt from the requirenents

of HB 33. In fact, all Medicaid regulations are exenpt fromthe
requi renents of HB 33. Therefore, economc inpact assessnent
isn't per f or med for regul ati ons rel ated to Medi cai d.

Comm ssi oner Jackson then related that DHSS s |argest chall enge
i s balancing access to care against the cost of care. Medi cai d
is the largest part of the departnent's budget. |In fact, of the
proposed fiscal year 2007 budget of $2 billion, $1.2 billion is
related to Medicaid. The aforenentioned, she highlighted, is

despite the fact that there has been nore than $120 nmillion in
cost savings in 2004 and 2005. The Lewn study and the
forecasting nodel illustrate there will be a continuing shift of

Medi caid services fromfanmlies and children to seniors.
3:33:29 PM
DWAYNE PEEPLES, Director, Health Care Services, Departnent of

Health and  Soci al Servi ces, referred to a PowerPoint
presentation that should be included in the commttee packet.

ARR COW TTEE - 3- February 21, 2006



He explained that the departnent is constantly review ng
expenditures and wutilization [trends]. As a result, the
departnent inplenments cost containnent and service adjustnents
wherever necessary. Additionally, the departnment is in the
process of responding to audits from independent auditors
established by |egislation. Furthernore, the federal Centers
for Medicaid and Medicaid Services are initiating sonme federal
| egislation, including a paynent error review and nethodol ogy.

A paynment error review and nethodology is an additional |I|ine
item review for expenditures. A prelimnary [paynment error
review and nethodology] wll occur this sumer when an
i ndependent contractor wll draw against the departnent's
expenditure data in late 2007. M. Peeples informed the

commttee that as part of the routine review of the expenditure
centers, the departnent noticed that there were sone conplaints
from providers, physicians, recipients, and |egislators. He
noted that specifically the incontinence supplies and durable
nmedi cal equi prrent (DVE) expenditure were found to be a cost
center that is increasing rapidly. M. Peeples then highlighted
a letter from Dr. de Schweinitz regarding one her patients,
which is illustrative of what the departnent found with its
audits and paynent error reviews in regard to Medicaid paying
for nmedically unnecessary incontinence supplies wthout a
prescription and to a patient who wasn't incontinent. He noted
that in all areas there was difficulty wth regard to
docurnent ati on for nedi cal necessity.

3:37:28 PM

CHAI R ANDERSON request ed expl anati on W th regard to
rei mbur senent .

MR. PEEPLES explained that the DME conponent of Medicaid
i ncludes many m scellaneous supplies, including incontinence
suppl i es. Wthin the DVE expenditures the departnment observed
accel erated expenditures such that projections for fiscal year
(FY) 2006 would be about $1.2 mllion over budget. There was
also a fairly rapid growth in the recipients receiving diapers,
whi ch began after FY 02 when there were mnor changes wth
regard to reinbursenents, paynents, and limts on diapers and
i nconti nence supplies. Up to [FY 02] there was a nonthly
maxi mum of about $200 per nonth covering all of the supplies.
However, once those limts were lifted and per item pricing was
i npl enented such that diapers, for exanple, would be reinbursed
at $.93 each, there was a growh in the population receiving
i nconti nence supplies. In reviewing who was receiving these
services, eligibility and receipt of other services was also
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revi ewed. The aforenentioned review determ ned that the vast
majority of recipients were in the waiver prograns, which

primarily falls under t he Di vi si on of Devel opnent a
Disabilities. He related that about 64 percent were receivVving
assisted living home support, personal care attendants, and
other services from the departnment, including the ability to
provi de shopping and other services for living at hone or in an
assisted living area. The other 26 or so percent were

i ndi vidual s between the age of 3 and 20 who have speci al needs.
3:41: 24 PM

REPRESENTATI VE CISSNA drew attention to the slide specifying
that 64 percent of recipients who receive incontinence supplies
are eligible for supportive services, and inquired as to what
t hat neans.

MR. PEEPLES explained that 64 percent of recipients were
recei ving other supportive living services from the departnent,
i ncluding personal care attendant services. These recipients
may also be living in an assisted or supported living hone. The
rei mbursenent for those services includes an allocation for
shoppi ng and pi cki ng up goods.

REPRESENTATI VE Cl SSNA surm sed then that the aforenentioned is
bei ng nmentioned because these recipients don't necessarily need
i nconti nence supplies delivered since shopping services are
avai | abl e.

MR. PEEPLES replied yes, adding that there are alternative
met hods by which these supplies can be delivered to these
i ndi vi dual s.

REPRESENTATIVE CISSNA inquired as to how many of these
recipients live within driving distance of a location at which
t hey can purchase these incontinence supplies.

MR. PEEPLES said that he didn't have that readily avail able, and
thus offered to find out. However, he infornmed the conmttee
that if the supplies aren't readily available in the imedi ate
community, there is an allocation within Medicaid budget to
allow for these supplies to be nail ed.

3:43: 46 PM
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MR. PEEPLES, in response to Representative Cissna, stated that
it's not the departnent's intention to cut off the availability
of these supplies to anyone.

CHAI R ANDERSON related his wunderstanding that the quality of
i ncontinence supplies from a supplier may not be found at a
| ocal store in the community.

MR. PEEPLES said that nost of the large chains such as Carrs

Saf eway, Wal-Mart, and Fred Meyer are DME suppliers that are
registered and enrolled as a Medicaid provider. In further
response to Chair Anderson, M. Peeples related that due to
criticisms in this area, the departnment went to Wal-Mart to
purchase Huggies diapers under a legitimate DME prescription.
The departnment purchased 80 Huggi es for which Medicaid paid $.24

for each. However, the departnent's fee schedule allows $.50
each for such an item Wal-Mart can't charge nore than it would
charge anyone <conming in off the street, and thus under

Medicaid' s rules [the departrment] will pay $.24 per diaper.

3:47:48 PM

MR. PEEPLES continued wth his PowerPoint and turned the
commttee's attention to the slide entitled, "Proposed
Regul ati on Changes." Overall the DME regulations do nore than

set only one cost for incontinence supplies. These regul ations
expand who can prescribe such that nurse practitioners and
physi ci ans' assistants are now allowed to do the prescriptions.
These regulations also expanded support and paynent for hone
infusion therapy in which individuals receive multi-ingredient
conpounds at honme rather than having to go to the hospital.
Furthernore, the prior authorization (PA) form was revised in
order to tighten the nedical necessity docunentation for future

audi t s. The departnment established a series of pricing
nmet hodol ogies and Medicare rates for Alaska were adopted
wher ever possible. The Anerican Druggist Blue Book ("Blue
Book"), wth sone adjustnments, is being wutilized wherever
possi bl e for whol esale pricing. For those areas unpriced, the
department wll track what it's actually being priced and
establish sonme rates. For sone items, such as the incontinence

supplies, the departnment sets prices.

MR. PEEPLES continued with the slide entitled, "Incontinence
Supply Pricing Methodol ogy. " He explained that the departnent
talked to sone wholesale providers and reviewed what the
Pi oneers’ Honmes were paying for [incontinence supplies]. The

departnment also reviewed the charges found in the Medicaid
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Managenent Information System (MMS). The departnment also
reviewed Mnnesota's Medicaid program for which a fairly
ext ensi ve st udy t hat resul ted in regul ations pricing
i nconti nence suppl i es based on t he aver age of seven
manuf acturers' retail suggested prices. To that price the cost
of mailing to rural Al aska was included, which basically sumred
the manufacturers' suggested retail price. After that, the
departnment took a sanpling in Anchorage, Juneau, and other
communities that led to an average for Anchorage. Wth regard
to reinbursenent, the departnent reinburses by the follow ng:
the billed charges, the rate identified in the fee schedule
establ i shed under regulations, and the provider's |owest charge
that is advertised, quoted, or posted. M. Peeples then turned

attention to the slide entitled, "Enrolled Alaska Suppliers,"”
which lists the chains and DME providers that can or do
[ provide] incontinence supplies. He noved on to the slide

entitled, "Medicaid Recipient Retail Purchase" that provides the
specifics of the earlier nmentioned exanple of a recipient

obtaining diapers from a Wil-Mart in Anchorage. In the
regul ati ons and past practice, the departnent has and continues
to cover delivery expenses. In fact, the new regul ations allow

the departnment to go above the limts, and based on a PA wl
approve additional quality expenditures and ot her needed costs.

3:54:56 PM

CHAIR ANDERSON inquired as to the number of conplaints the
departnment has received and from where/what group did those
conpl aints enanat e. He also inquired as to how the departnent
has tried to resolve these conplaints.

MR. PEEPLES said that he couldn't recal | the nunber of

conpl ai nt s. However, the Uilization Review Unit of First
Health [Services Corporation] and departnental staff identified
pr obl ens. In the paynent error study sonme of the sane probl ens

were identified as in the Mers & Stauffer (ph) audits, he
related. Therefore, the subject of the conplaints varied. Wth
regard to the nedical docunentation, there is the possibility
that the state could have to reinburse the federal governnent
for any disallowed costs in FY 07.

COW SSI ONER JACKSON, in response to Chair Anderson, said that
she has listened to the concerns of any provider who has called
for an appointnent. Those concerns have been brought to M.
Peeples to work through. In fact, as recently as this norning
she said she net with some providers to discuss how to nove
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forward to keep Medicaid costs down while ensuring that people
recei ve what they need.

3:57:53 PM

REPRESENTATI VE CI SSNA rel ayed that the conplaint she heard was
in regard to the inordinate anount of supplies received in one
community, such that there was difficulty in finding storage.
She related her understanding that the aforenentioned situation
has been addressed.

MR. PEEPLES said that the departnment hopes to address the
[ probl em of excess supplies] through closer scrutiny of the PA
process with regard to the nedical necessity.

3:59:22 PM

KATIE SHOWN5, Staff to Representative Seaton, Alaska State
Legi slature, inforned the commttee that in the sumer of 2005,
Representative Seaton's office received various calls from a
caregiver who was frustrated with the anount of supplies brought
to her house to care for her nother. The caregiver related that
she couldn't refuse the products. Ms. Shows relayed that she
al so spoke with a case manager at a | ocal organization who had a
simlar experience with her nother-in-law as well as nunerous
ot her clients. She noted that she also spoke with a disabled
i ndi vidual who had a DME provider bring him a very expensive
chair to aid himin standing, although he didn't need it at that
particular tine. Ms. Shows opined that all these individuals
were concerned that funds weren't being put toward basic
servi ces. The aforenentioned conplaints led Ms. Shows to speak
with Lisa Brown and Dave Canpana, DHSS, who said they were
wor ki ng on regul ati ons.

M5. SHOWAS5, in response to Chair Anderson, clarified that the
departnent response was that it was in the process of drafting
regul ations that would address the issue. She noted that she
informed the constituents regarding the departnent's response
and there hasn't been any communication from the constituents
with regard to any further problens.

4:03: 20 PM
ALEX G MARC began his testinmony by informng the commttee that
he is the parent of Gant Bradley, a 20-year-old with cerebra

pal sy and is confined to a wheel chair. He further inforned the
conmttee that his son wll probably have to live with him as
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long as he lives. He related that his son will also be in
di apers for the rest of his life. Under the old regul ations,
di apers were covered at $.93 per diaper. He explained that his
son uses special order diapers from Geneva Wods; these diapers
have a high carrying capacity for liquids and are very tough.
Wth the aforenmentioned diapers, his son doesn't have to be
changed as often and he remains clean, dry, and w thout health
I Ssues. However, the new rates nean that they can't obtain
t hose diapers nor can they obtain wet w pes. M. G marc opined
that if there is a problem with diapers and the Medicaid
rei nbursenents rates, the [departnent] could speak wth the
vendors, the clients, sinply choose new nunmbers with little to
no public input, or reinbursenent fees could be held constant
over a period of years while inflation forces a slow steady
cost savings. The latter was what was being done [prior to the

new regul ations]. He further opined that reinbursenment rates
aren't the issue and mcro-managing the cost to clients and
vendors isn't the solution. He suggested that the noney could

be vouchered directly to the clients, the rules could be changed
such that Medicaid/ Medicare is supplenentary insurance rather
than the only insurance. M. Gnarc related his experience with
Medi cai d/ Medi care that "you're up by a factor of three to five
on anything called nedical equipnent sinply because of the
paperwor k burden carried by the vendors and the clients.” M.
G marc concluded by relating that he can defend his son, but
there are many elderly and handi capped i ndividuals who need help
wor ki ng t hrough the bureaucracy.

4:06:49 PM

TOM G MPLE, Omer, Geneva Wods Pharnmacy and Health Care
Services, LLC, ("CGeneva Wods") related his background in

business that illustrates that he is no stranger to budget
i ssues and tough ones at that. He further related that he and
his wife noved to Anchorage four years ago to allow their
daughters to attend school there. He then infornmed the

committee as to how he cane to be the owner of Geneva Wods. He
expl ai ned that he viewed owning Geneva Wods as an opportunity
to elimnate the "fire drills" between the state and the health
care providers and to stop the consistent re-budgeting from the

state and the private sector. The state, he opined, can't
afford to take care of these individuals alone and thus need the
private sector's help. However, there didn't appear to be a

process in place to do so, which is why he hasn't been
successful in that vein.
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MR. G MPLE then turned to Geneva Wods, which offers a variety
of health services including hone nedical equipnment and the

delivery of nonthly supplies. Geneva Whods also provides
rehabilitation and respiratory care, hone |I/V infusion, and
retail and closed-door pharmacy services. Geneva Wods has

offices in Anchorage, Wasilla, Soldotna, and Juneau. M. Gnple
specified that one can view CGeneva Wods as the business that
provides the services and products that an individual |eaving
the hospital would need at hone. He enphasized that he is proud
to represent the over 200 enployees of Geneva Wods who care

about the community and work to make health care better. He
then related, "I1'Il also tell you that in nmy business
experience, 1|'ve never been in a nore difficult situation

relative to what we're allowed to charge for our products and
services, the endl ess paperwork it takes to try to get paid, and

then the amount of tinme it takes to get our revenue." M.
Gnple opined that the pledge of health care providers,
including CGeneva Wods, is to be a proactive part of the
sol uti on. There needs to be a process by which [health care

providers] and the regulatory witers such that the issues can
be discussed and addressed before [the regulations are
promul gated]. M. Gnple further opined that Geneva Wods cares
deeply about those to whom it provides care, and wants to
continue to take <care of those who can't take care of
t hensel ves. However, at sonme point CGeneva Wods can't continue
to supply the care to Alaska that it has provided since 1977

| f Geneva Wods and other health care providers decide to close,
the clients who can't receive their incontinence supplies wll
end up in emergency roons. The aforenentioned, he opined,
| eaves the state in worse shape than facing the fact that the
state's population is aging and it will cost nore to take care
of those "we have told we'll take care.” M. Gnple requested
that the conmttee nenbers consider their constituents and the
prom ses made to take care of those who can't take care of
t hensel ves. He highlighted the inportance of cutting through
the rhetoric and understanding the need for a process to resolve

and address this issue and the associated costs. I n closing

M. Gnple opined, "I think that this is a byproduct of a bigger
problemand ... there's a way that we can get together to figure
out how we can work to try to do both things: be as

economcally and fiscally responsible as we can, but also not
| et down the people that we prom sed we'd take care of."

4:15: 24 PM

RON HALE, Vice President, Hone Medical Equipnment, Geneva Wods
Health Care Services, Geneva Wods Pharmacy, Inc., referring to
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his PowerPoint presentation included in the ringed binder

entitled, "Effects of Regulations on Patient Care and Durable
Medi cal Equi prent Providers.” The aforenentioned is included in
the conm ttee packet. He began by informng the comrttee that

Geneva Wods has been providing quality and cost effective
patient care services to Al askans for over 25 years. These new
regul ati ons have conprom sed Geneva Wods' ability to obtain the

best products and pricing from suppliers, he opined. He
specified that Geneva Wods has experienced seven years of
dwi ndl i ng margi ns. Furthernore, the departnent's unw |l ingness

to recognize the costs of providing these services in addition
to the <cost of purchasing the product and reselling it.
Moreover, there has been no increase in allowables, which
basically nmeans that costs have been cut for the past seven
years. M. Hale related that at this point there are no nore
vendor discounts to be had and in fact, sone vendors are
provi di ng supplies below market cost and sonme are being forced
from the market place. Mor eover, the departnent has turned a
deaf ear to the public, he opined.

MR. HALE then turned to Phase | of the regulation change back in
Novenber 2004, which was the first fee schedule increase in

seven years. However, the regulations also included sone
dramatic and far-reaching changes that would cause costs to
i ncrease. Then in OCctober 2005 Phase Il of the regulations

occurred during which public comments were heard, although the
departnment virtually ignored them He noted that the public
coomments are included [in the ringed binder] in the conmttee
packet . M. Hale explained that providers were very excited
about the fee increase of Phase | and no one noticed that the
fee schedule |ocated on page 74 of the 75-page regulation had

changed. Furthernore, the regulations didn't include a
narrative about the fees. By the time a provider in Southeast
Al aska noticed the problem the public comrent period was cl osed
and thus other steps would have to be taken. M. Hale

characterized the cuts as Draconian in nature and anounting to
over a 40 percent cut on the average across the board. Another
problem was that for over three years there was no current
provi der manual, which instructs the providers in regard to how
to process clains. He related that he then contacted the
i eutenant governor and requested that the conm ssioner be
contacted regarding reopening the coment period for the
regul ati ons. Commi ssi oner Jackson reopened the public comrent
peri od, but only for the fee schedule portion of the
regul ati ons. Once the word was out about the change in fee
schedule, there was an overwhelm ng response from patients,
caregivers, and providers. He noted that the conmttee packet
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shoul d include the docunent of all the people responding to the

problens [created] by these changes. The departnent responded
by attaching a cover letter with its rationale for the fee
schedule [to the coments]. Al though the departnent had
adjusted the allowables slightly, it wasn't enough to cover

costs. The division director responded to the request to extend
the regulation inplenentation date, but it was only extended for
30 days for creans, lotions, and w pes. The problem was that
the departnment couldn't identify what providers would be paid
for the aforenmentioned supplies.

4:23:32 PM

CHAIR ANDERSON recalled M. Peeples’ exanple of access to
products by going to Wal-Mart to purchase Huggies and M.
G marc's testinony regarding |ower cost products. He asked M.
Hal e' s view of those exanpl es.

MR. HALE explained that M. Gnmarc's problemis that the diapers
his son requires aren't routinely sold by Wal -Mart and ot her box
st ores. Those are nore expensive diapers for which the
rei mbursenent doesn't cover [the entire cost]. Al t hough M.
G marc can submt a special request for approval to purchase a
nore expensive product, when a provider only has one client on
that product that provider wouldn't be able to purchase the
product for that one client. Therefore, although there's a
mechani smto address the situation, it's difficult, he opined.

4:25:45 PM

MR. HALE continued wth his PowerPoint presentation and
reiterated that the allowables aren't sufficient as illustrated
by the chart on slide 12. He acknow edged that the all owables
for two of the incontinence products were increased, but pointed
out that overall the adjustnent was a 40 percent decrease. M.
Hal e then turned to the certificate of nedical necessity (CWN)
and PA form which actually increase costs and del ay paynents.

4:28:11 PM
MR. HALE, in response to Representative Cissna, noted that
sanples of the fornms are included in the ringed binder in the

comittee packet.

4:28:27 PM
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MR. HALE continued by explaining that providers have to wait for
the forms to be returned before the provider can bill.
Therefore, paynents were delayed and products weren't supplied
because of the lack of a CWMN form He opined that the
departnment and division nust have better conmunication and
cooperation with providers in order to solve these problens.
During a teleconference regarding various issues, the question
was posed regarding what education was being provided to the
physi ci ans. Unfortunately, the departnent nmade no special
attenpt to educate physicians or providers, he said.

MR. HALE then expressed concern in regard to the state's slow
response to the problens, such as in regard to the Blue Book.
He explained that the Blue Book is a database by First Data
Corporation that depends on suppliers to send data regarding

average whol esale prices. He further explained that if the
average wholesale price isn't in the Blue Book, the provider
can't sell it. In fact, he recently provided the departnent

with the average wholesale price of sone products from the
manuf acturer, but since those aren't in the system he can't
provi de those products. M. Hale opined that First Health and
the departnment nust have better conmmunication on changes.
Currently, there is incredible confusion in the market place and
providers are placed at risk during audits. He relayed that if
Geneva Wods was audited today, it wouldn't be covered by any
docunentation. Although any questioning with regard to the |ack
of docunentation can be explained successfully, it shouldn't be
necessary [ because the docunentation was elim nated].

MR. HALE continued relating his concerns, including the fact
that shipping of rental equipnent is paid only one way.
Al t hough equi pnent can be shipped to outlying comunities, the
return shipping costs are alnost expensive as sone of the
equi pnent itself. Therefore, there is no incentive to ship
equi pnent, such as a bed, to places such as Nuiqsut. The
af orenenti oned neans that a patient who may have been di scharged
from the hospital may not be [due to the inavailability of the
bed] . He then expressed concern that the nunicipality rule is
too restrictive and wunclear, and furthernore it |eaves the
provider to determne whether a conpetitor provides the sane

pr oduct . Therefore, it's up to Geneva Wods to find out if
there is another provider and whether they sell the sane
products as Geneva Wods. |If there is a DVE provider in Nuigsut

and Geneva Wods ships the sane product that provider offers to
Nui gsut, Geneva Wods can't receive paynent for the shipping.
The aforenentioned is a large problem and it conprom ses
providers for audits.
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MR. HALE opined that the inpact of these regulations is that
Al askans are being disenfranchi sed. He then showed the
committee a video from CBS News 11 regardi ng reduci ng the anount
of nmoney for reinbursing health care providers for incontinence
suppl i es.

4:41: 39 PM

REPRESENTATI VE MCGUI RE opi ned that the regulatory process should
be transparent to the public and those inpacted. Ther ef or e,
when the change in fee schedule is located on page 74 of a 75-
page docunent, it does give the appearance of deception.

4:42:30 PM
MR. HALE then infornmed the commttee of a patient in Hoonah who

needed cotton swabs. Although this patient had a prescription
no one in Hoonah was wlling to sign the CMN because the

patient's provider wasn't present. There is no way to get this
i ndi vidual supplies without a CMN, and thus this patient 1is
forced to a higher level of care in a facility. I n anot her

exanple, M. Hale related that on January 11 he received a
request for a nebulizer, for which there was a PA requirenent,
at 4:55 p.m However, after 5:00 p.m there is no nechanismto
obtain a PA wth First Health and thus the patient was
instructed to contact 911 if he had problens while the PA was in
t he works. Fortunately, in the aforenentioned situation the
department was contacted and aut horized the prior authorization.
Several days later and after field testing these things, several
PA requirenents were renoved, as related by the state. However

those PA requirenments renmain in the regulations and the manual

This is problematic in audit situations because there is nothing
in witing stating that the prior authorizations have been

renoved. Moreover, it seens that First Health didn't know of
the PA requirenents to begin with, which he interpreted as |ack
of comuni cation between DHSS and First Health. M. Hale also
related that he can't find a diaper liner for nale clients that
he can afford to provide. Although the diaper liner is cheaper
than the diaper, the reinbursenent for the liner is |ess.

Therefore, adult nmales are forced to use diapers.

MR. HALE inforned the conmmttee that DVME providers are |eaving
the market. For exanple, Valley Medical Supply stopped selling
i nconti nence supplies on January 11 because it couldn't find
products at prices it could afford to pay. Al though the state
has said there are 31 active DVE providers, there are only 11 or

ARR COW TTEE -14- February 21, 2006



12 active DME providers, he stated. The inpact of these
regul ations also includes the |ose of jobs for Al askans because
providers who can't afford to provide products will begin to
| ayoff staff. He noted that the [ringed binder] in the
comm ttee packet should include the list of DME providers and
letters from Fred Meyers and Three Bears located in Wsilla
indicating that those stores aren't in the business of providing
i ncontinence supplies to Medicaid patients and aren't willing to
do so due to the bureaucratic requirenents to obtain paynent.
Al though it nmay be easy to go to Wal-Mart with a client to
purchase supplies, what isn't addressed is whether Wal-Mart 1is
ever paid for those supplies and whet her after going through the
requi renents would Wal-Mart be wlling to do it for 1,800
i ndi vi dual s.

MR. HALE continued reviewing the inpact of these regulations,
including the Jlower standard of care for Alaska's nost
vul nerabl e popul ation. He explained that the result of |owering
the allowables is that [it causes DME providers to offer]
inferior products. The use of inferior products, he said,
results in increased usage. He reiterated, "In effect we're
lowering the standard of care for our vulnerable population;
it's not the same kind of care you and I would get if we went to
the hospital."

4:50: 46 PM

CHAI R ANDERSON di scussed how the commttee should proceed this
eveni ng.

The commttee took an at-ease from4:51 p.m to 4:53 p. m

CHAI R ANDERSON announced that the commttee would hear testinony
fromthe next witness and return tonorrow to resune the neeting.

4:53:52 PM
DIANA MATHI'S, Director, Custoner Service, Geneva Wods Health

Care Services, Geneva Wods Pharmacy, Inc., began by referring
the commttee to slide 19, which relates the increased tine it

takes to process Medicaid paperwork and pay for services. | f
all goes well with the new regulations, it wll take 4.75 hours
to set up a new custoner while it would take about 1.5 hours to
purchase these products on one's own. She indicated that the
commttee should have an exanple of the steps that are required
to nove through the process and procedures. In fact, it seens
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that the process is noving back to the manual system rather than
toward the el ectronic system

4:56:26 PM

MR. HALE concluded by referring to slide 20, which reviews the
foll ow ng solutions. First he recommended establishing the
Novenber 2004 fee schedule that increased allowables. The
af orenenti oned would keep many providers in business and avoid
sending patients to receive higher levels of care. He also

recommended rolling back the new CMV PA requirenents. There are
CWN requirenents for alnost every item produced. No longer is a
doctor's prescription good enough. He further recomended
rescinding the one-way shipping rule, the NDC, and AW pricing
for skin protectants. M. Hale opined that if fraud, waste, and
abuse is a problem then regulations on the books should be
enf or ced. Fur t her nor e, delivering products allows the
identification of fraud, waste, and abuse. He related that
Geneva Wods has actually turned in individuals that have
products staked in the garage. "W can't ... make people be
conpliant ... unless we can see it. The physician wites the
prescription, we provide the product based on what we've seen,
and we can't force them to be conpliant any nore than the
physician can,"” he said. M. Hale then suggested that the
departnment establish in regulation an association wth the new
State of Al aska Home Medical Equi pnent Providers Association and

devel op standards of ethical conduct for providers. Al the
providers in the association will subscribe to a higher ethical
standard, he opined. M. Hale also suggested requesting

additional funding to cover the increases for the Medicaid
reci pients because the growh is occurring in the nunber of
reci pients. Therefore, there needs to be a determnation as to
why there is such exponential growmh in order to address it. He
recommended establishing regulations that nove patients into,

not away from the |east restricted and |east costly
envi ronment . "We can be challenged to do nore as an industry,
not |ess,"” he stated.

5:02: 55 PM

ANDREA KADOW LUJAN, Owner, Frontier Medical, recalled the
departnment's concern wth regard to sonme of the prescriptions
that didn't have an incontinence diagnosis, which is referred to
as diagnosis conpatibility. Al though that has been in the
regulations for quite sonme tinme, it has never been enforced.
She explained that Frontier Medical has a very sophisticated
conputer system that is too smart for the Medicaid Managenent
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I nformation System (MM S) that First Health uses. Furt her nore,
the Health Insurance Portability and Accountability Act H PAA
mandates electronic transfer of health information, including
paynents. She related that Frontier Medical and other providers
are experiencing serious delay in reinbursenent because of the

manual process. Ms. KadowLujan informed the commttee that
Frontier Medical enploys one Mdicare biller who handles the
same billing volunme as five Medicaid billers. First Health has

one enployee to handle all DME clains, and the new regul ations
and the systemrequire that enployee to address clainms nanually.
She related that three of the providers in Anchorage all utilize
the sane vendor for all of the incontinence supplies, which has
caused a serious Dbackorder problem Wth regard to the
departnment's view wth the expense of delivery, M. Kadow Lujan
acknowl edged that there are expenses associated w th providing

t hese services. However, she pointed out that the nassive
anounts of paperwork and the collection of noney are part of
those costs for providers. She related that administrative

expenses have skyrocketed since January 11, and in fact four new
enpl oyees have been hired just to review, process, and verify
information from First Health's CMV PA docunents. Ms. Kadow
Luj an acknow edged the departnent's efforts in controlling costs
and in conplying with requirenents from CMs. However, she noted
her agreenent with M. Hale that much of this could ve been
alleviated by listening to the providers. She concl uded by
expressing concern that the new regul ati ons undernmne the entire
Al aska Medicaid program and fail to serve the recipients that
it's pronmulgated to serve.

5:07: 59 PM
ADJ OURNVENT
The Admnistrative Regulation Review Commttee neeting was

recessed at 5:08 p.m, to be continued at 8:30 a.m on February
21, 2006
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