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AMY ONEY

Mana's Assisted Living Home, L.L.C

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to the adoption of
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supplies, and responded to questions.

RACHEL TI PPETS, Billing Manager

Sout heast Al aska Medi cal Suppliers
Juneau, Al aska
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PCSI TI ON  STATEMENT: Provi ded comrents during the
about regulations pertaining to durable nedica
supplies, and responded to questions.

SHERRY METTLER, Presi dent
Assi sted Living Association of Al aska (ALAA)
Anchor age, Al aska

PCSI TI ON  STATEMENT: Provi ded comrents during the
about regulations pertaining to durable nedica
supplies, and responded to questions.

PAUL McGUI RE, President/CEO (Chief Executive Oficer)
Denali Orthopedics, Inc.
Anchor age, Al aska

PCSI TI ON  STATEMENT: Provi ded comrents during the
about regulations pertaining to durable nedica
supplies, and responded to questions.

CLI NTON B. LILLIBRIDGE, M D

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provi ded comrents during the
about regulations pertaining to durable nedica
suppl i es.

CAROL SYKES, RN, President

Pr oCARE Home Medical, Inc.

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provided comrents during the
about regulations pertaining to durable nedica
suppl i es.

CHERYL CARSQN, Branch Manager

Apria Healthcare, Inc.

(No address provided)

PCSI TI ON  STATEMENT: Provi ded comrents during the
about regulations pertaining to durable nedica
suppl i es.

MARSHA FOY

Nort hern Orthopedics, Inc.

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided comrents during the
about regulations pertaining to durable nedica
suppl i es.

MARY JO METTLER, Adm ni strator
Nort hern Light house Assisted Living
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Kenai, Al aska

PCSI TI ON  STATEMENT: Provi ded comrents during the discussion
about reqgulations pertaining to durable nedical equi pnment
suppl i es.

MONTA FAYE LANE

North Pol e, Al aska

PCSI TI ON  STATEMENT: Provided comrents during the discussion
about reqgulations pertaining to durable nedical equi pnment
supplies, and responded to questions.

KARLEEN JACKSOQON, Conmi ssi oner

Department of Health and Social Services (DHSS)

Juneau, Al aska

PCSI TI ON  STATEMENT: Provided coments during the discussion
about regulations pertaining to durable nedical equipnment
suppl i es.

ACTI ON NARRATI VE

CHAIR TOM ANDERSON called the Adm nistrative Regul ation Review
Conmittee neeting, which had been recessed on 2/21/06, back to
order at 8:37:13 AM Representative Anderson was present at the
call back to order. Representative Cissna arrived as the
meeting was in progress. Representative MQuire was also in
att endance.

Changes to Regulations Adopted by Departnent of Health and
Social Services 1/11/06 Regarding Durable Medical Equipnent
Suppl i es

CHAI R ANDERSON announced that the only order of business would
be continuing the discussion regarding the changes nmade to the
regul ations pertaining to durable nedical equipnment supplies.

8:38: 39 AM

AMY ONEY, Mama's Assisted Living Home, L.L.C., said she finds
herself taking a stand against the adoption of the regul ations
adopted by the Departnent of Health and Social Services

(DHSS s) Division of Senior and Disabilities Services. She
opined that the departnment did not listen to public comrents
that were based on years of true life experiences and hands-on
pr of essi onal experti se. It would be fatal for a private sector
business to ignore outside indicators and market directives and
proceed with a business plan that elimnates essential suppliers
such that they could no longer provide their services or
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product . However, that is the course the departnment has taken
in ignoring the imense and significant public outcry against
the proposed regulations - in fact the departnment did not even
bother to respond to nmany of those who called in to testify
against the adoption of the regulations regarding durable
medi cal equi pnent ("DME") supplies.

M5. ONEY said that even using the list of providers the State
distributed, neither she nor her staff could find a single |ocal
provi der of incontinence supplies that would bill Medicaid on
behal f of residents.

CHAI R ANDERSON noted that the departnment sent soneone to Wl -
Mart to purchase diapers and incontinence supplies to illustrate
t hat those supplies are avail abl e.

M5. ONEY said that although Wal-Mart has good prices for baby
di apers, when she tries to find adult-sized incontinence
supplies at the retail stores the State has on its list but
can't find the inserts or other itens she needs for her
incontinent clients, she then has to go to specialized nedical
equi pnent suppliers; the supplies that her clients need cannot
be purchased at retail stores like Wal-Mart, she assured the
commttee, regardless that those stores mght have great prices
on sone itens.

CHAIR ANDERSON surmsed that M. Oney's point is that even
though there is a mandate to reduce reinbursables, the cutting
of costs has gone too far, particularly given that many
necessary supplies aren't available at retail outlets.

M5. ONEY, in response to questions, relayed that she runs four
assisted living hones, that between 85-100 percent of her
clients fit wthin the incontinent category, and that when
speci ali zed nedi cal equi pnment suppliers deliver supplies to her
busi nesses, an entire van is filled wth her order.

M5. ONEY, in response to another question, explained that her
conpany has no way to pass increased costs on to her Medicaid
clients because nost of them only have about $100 of incone |eft
over after making their contributions, and that even just one of
her clients uses approximately $500 worth of supplies in a
nont h. Mul tiply that anopunt by five incontinent clients in an
assisted living hone, the nonthly cost for incontinence supplies
can reach as high as $2,500 for just one of her hones.
Furthernore, the rates that were frozen |ast year have been
extended through next year, even though none of the rates for
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i ncontinent supplies were negoti ated. Therefore, those costs
will come out of a home's budget; for her four hones, that's a
cost of $10,000 per nonth, and this is not workable. So
al t hough she or an enployee could go to Costco and save a little
bit, she would have increased |abor and transportation costs,
costs which won't be rei nbursed by Medi cai d.

M5. ONEY also pointed out that inferior supplies - although
cheaper - are not suitable if her clients are to be properly
cared for because those supplies sinply fall apart; for exanple,
hospital incontinence supplies, because they are neant to be a
tenporary fix for tenporary stays, are of poor quality.

M5. ONEY surmsed that those enployed by the State who are
making the decisions to require assisted living hones to buy
their supplies from retail stores |like Costco and Val-Mart are
basing their decisions based on the fact that they personally
are able to save nobney when they shop at such stores. They are
not reaching out and working with the health care providers to

gain insight before witing the regul ations. One trip to the
energency room because one didn't have the proper supplies can
actually pay for a year's worth of those supplies. She al so

nmenti oned that although sone argue that people |ike she could
just go get supplies, yet others are pointing out that
rei nbursenents for those types of transportation costs are being
el i m nat ed.

8:53: 30 AM

RACHEL TIPPETS, Billing Mnager, Southeast Alaska Medica

Suppliers, relayed that before her conpany started, people in
Sout heast Al aska were getting their DVE supplies from Anchorage;
now that they are in business, Medicaid noney is being saved
because people aren't shipping DVE supplies down from Anchorage.
However, as a snall business, her conpany doesn't have the sane
buyi ng power as do conpanies such as Geneva Wods Pharnmacy and
Health Care Services, and thus the aforenentioned cuts are
prohi bitive. Furthernore, manufacturers require a m ninum
pur chase of $20,000 per nonth on diapers, for exanple, and her
conpany doesn't sell that kind of volunme. So although the State
wants to save noney, snall DVME suppliers can't do it given the
prices they have to pay, both for supplies and for shipping

She opined that if abuses in the system are occurring, the State
should address it where it's occurring, and not just institute
bl anket regul ations. She referred to an exanple given yesterday
about a lift chair and pointed out that her conpany wouldn't
sinply deliver such equi pnment w thout proper authorization.
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M5. TIPPETS, in response to questions, relayed that the
af orenentioned regulations will result in a 42 percent cut in
profits for her conpany just in incontinence supplies alone;
that she concurred with the percentages outlined the Geneva
Wods Pharmacy and Health Care Services presentation; that
realistically, if there is no change in rising costs or
decreasi ng reinbursenents, her conpany will either have to stop
being a Medicaid provider or fold; that the bulk of her
conpany's patients are elderly; that adult-sized diapers are
much nore expensive than child-sized diapers, particularly
quality adult diapers; and that the local retail stores aren't
able to keep up with her conpany's demand for such products.

M5. TIPPETS, on the issue of the new prior authorization
process, said that her conpany has already received conplaints
from physicians regarding the additional paperwrk required,
that the process delays her conpany in providing supplies; that
according to physicians the process is taking their tine away
from patients; and that although there is a certain anount of
paperwork involved in billing Medicaid and Medicare, having to
do so for gloves and wi pes and other itenms [is cunbersone].

CHAI R ANDERSON surm sed that sone efficiencies in the process
need to be nmade.

MS. TIPPETS concurred, adding that her conpany has two enpl oyees
that do all the prior authorization and intake paperwork for the
clients. In response to another question, she explained that
Medicaid's certificate of nedical necessity, for exanple, nust
be filled out manually, faxed over to the doctor who in turn
faxes it back, and then it's faxed to Medicaid which in turn
mails it back to her conpany. She surmised that this change in

the prior authorization process will raise Medicaid s costs as
wel | .
9: 06: 53 AM

SHERRY METTLER, President, Assisted Living Association of Alaska
(ALAA), relayed that that ALAA has had discussions with well
over 80 hones that are [having simlar problens wth the
regul ations pertaining to incontinence supplies]. She provi ded
the commttee with a spreadsheet illustrating the regulations'
effect on costs to assisted living homes that have to purchase
i nconti nence supplies on their own. The additional estinated
cost - weekly - for enployee, vehicle, and office expenses
total ed $257.20, and the cost of the products thenselves cane to
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$49. 43 when purchased at Fred Meyer; the cost allowed by the new
regulations is $49 and doesn't take into account t he
aforementioned additional cost of $257.20 for acquiring the
products.

M5. SHERRY METTLER relayed that another issue that has conme up
for quite a few different assisted Iliving hones between
Fai rbanks and Homer is that of a hospital calling wanting to
send a patient over to a honme and then the honme having to nmake

an extra run to the aforementioned retail stores for
i ncontinence supplies only to find that the necessary supplies
are not avail able. Al so, sonetimes a hospital will give the

prescription for the incontinence supplies to the patient's
famly nmenber, and the assisted living home has to wait for
himher to bring in that prescription; if this doesn't happen in
a tinmely fashion, the assisted living home cannot get the
supplies, doesn't have them on hand, and thus the patient nust
be returned to the hospital for a couple of days until the homne
can acquire the necessary supplies.

M5. SHERRY METTLER relayed that nost assisted |iving honmes have
5-16 beds and only one or two staff. Under the old system a
home could sinply tell the hospital to fax the prescription for
i nconti nence supplies to a nedical supply store such as Geneva
Wods Pharmacy and Health Care Services, which would then
deliver the supplies to the hone before the patient arrived from
the hospital. She surm sed that the departnent really doesn't
want to see patients being returned to the hospital because of a
| ack of incontinence supplies, but that is exactly what has
happened as a result of the new regul ations. She added:

Because ... assisted living is sonewhat limted in the
whol e |ist of durable nedical equipnment that we use on
a reqgqular [basis], it does really come down to the
i nconti nence supplies, basically, for us. It comes
dowmn to the gowns, it conmes down [to] those type of
t hi ngs. So ... the other bigger items nmaybe are not
such an issue to us right now, but ... | would have to
say, in the hones that |'ve spoke to, there's none

that doesn't have at least half if not two-thirds of
their people in the category of needing incontinence
supplies in one manner [or] another.

The other point | want to make, because |'ve heard
this a couple of tinmes about excess stuff sitting out
and frozen, ... is that we order from ... our durable

medi cal [equi prment supply] people, [and] they don't
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automatically send wus, every nonth, a supply of
i ncontinence supplies for ... [a particular patient].
W have to specifically go to our closets,

[determ ne what was actually used, and] actually nmake
a decision in our honme before we order from our
durable nedical [equipnment supply] people, so that

there should not be this excess ... anount. The only
time that ... [becones a possibility is if a client]
dies and we have ... supplies that were |just
del i vered.

VB. SHERRY METTLER relayed that what happens in those
situations, because those supplies cannot be returned, is that
sonetinmes - right or wong, legal or illegal - those supplies
are used on another client if they are appropriate for that
client's needs, and then the hone sinply delays using that
client's prescription. Regardless that doing so is illegal, she
remarked, it is ludicrous to have cabinets full of things that
can't be used. When hones don't use such [leftover] supplies,
it results in the aforenentioned situation wherein those
supplies are just left outside to freeze.

9:13:22 AM

M5. SHERRY METTLER, in response to questions, relayed that the
ALAA consists of 83 assisted |living honmes; that those homes have
at least 750 individuals living in them and that Fred Myer
won't bill Medicaid. |In response to another question, she said:

| don't think we could even begin to understand the
frustration or the limtations that are going to cone
on to the assisted living honmes, because of the fact
that we are accustoned to ... being able to pick up a
phone and [have] ... sonmeone do this as a business

This is basically a side business that you are putting
on to the assisted living homes. And | would say that
what's going to happen is that you're going to have
nore acute care, you're going to have nore people in
the energency roons, you're going to have bed sores

you're going to have licensing people in, [and] you're
going to have long-term care onbudsnmen overburdened
because bed sores are going to be a reality, here,
because if you can't get the supplies, then how can
you take care of the people.

The dom no effect would be trenendous here. So either
homes w Il accept people ... and do a substandard
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[job] - not intentionally - for lack of supplies, or
they're going [to] end up [having to absorb]
incidental [costs]. ... And we don't have any way to
absorb these costs, so what will happen [is that]

we will end up not taking people, we wll end up
overburdening the acute care or the long-term care
[facilities] - be it [a] nursing home - when that
isn't necessary. ... | don't think we even know where
this is going to take us because, right now, we have
[conmpanies] ... like [Geneva Wods Pharmacy and Health
Care Services] and other durable nedical [equipnent
supply] people that are just bending over backwards to
accommodate us even though maybe they're taking a
chance on not getting paid. W can't take a chance on
not getting paid.

9:16: 41 AM

REPRESENTATIVE LESIL MGU RE, Al aska State Legislature, asked
Ms. Sherry Mettler how she first becanme aware of regulation
change, and how that change was explained to her with regard to
why incontinence supplies were chosen as the area in which to
save funds.

M5. SHERRY METTLER relayed that she'd first heard of the
regul ation change via an e-mail, but at the time she didn't
think it would affect assisted |iving hones; she has since cone
to realize that although ostensibly the regulation change woul d
be affecting DVE suppliers, the change has put such a burden on
t hose suppliers that they haven't been able to absorb the costs,
causing a trickle down effect on assisted |iving hones because
suppliers will have to either Iimt or stop supplying the needs
of assisted living home clients.

REPRESENTATI VE McGUI RE asked Ms. Sherry Mettler whether she'd
had any conversations wth the departnent on this issue.

M5. SHERRY METTLER said she had not, though she had posed
gquestions to Ceneva Wods Pharnmacy and Health Care Services.
She pointed out that there are other products that incontinent
patients use, and yet the departnment chose to alter "the
al l owabl e" for the absolute necessities - those itens that
provide dignity to patients. In response to a question, she
acknow edged that she'd initially just assunmed that the supply
conpanies would be objecting to the regul ation change, though
assisted living hones are now joining in on the discussions.
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M. SHERRY METTLER, in response to conments and a question, said
that she is also an accountant in this field, and has a
clientele of 93 assisted living hones in Al aska, many of which
aren't menbers of the ALAA, and she does "their cost-based
rei nbursenents” and responds to their questions about the
regul ati ons. Some honmes [that are not part of the ALAA] have
relayed to her that they will no longer be able to enploy staff
unl ess they do it under the table, to which she has replied that
they nust not take that route. She added that sone of those
homes are operating under the thinking that they can circunvent
a lot of the issues being raised by the new regulations or kind

of fly under the radar or still operate on just the default
rate, for exanple, by just having famly nenbers do all the
wor K. Unfortunately, as time goes on, they are finding that
they can't really operate that way - the regulations are

affecting them just as nuch as they are anyone else - and when
they do attenpt to operate in such a fashion it leads to
problenms with licensing, the long-term care onbudsman, Medicaid
recertification, audits and quality control, and the health and
safety of the patients.

9:25:39 AM

PAUL MGU RE, President/CEO (Chief Executive Oficer), Denali
Orthopedics, Inc., relayed that his conmpany is a prosthetic and
orthotic service conpany, and that one of his concerns pertains
to the adoption of Medicare reinbursenent rates for prosthetic
and orthotic services. He said he had provided the departnment
with lots of information during the public coment period, and
opined that this information appeared to "fall on deaf ears.”
He el abor at ed:

| gave them exanples and information from the Consuner
Price Index [CPI] of how in the years, for instance,
from 1984 to 2003, Medicare "O and P' fee schedule

al l owabl es increased 28.97 percent - the sane period
the CPI changed 77 percent. And that's just for that
period of tine, and the other results are still as
dramatic in the sense that we are not able to keep
business with the Medicare reinbursenent rates. And
that, if anybody's been reading the papers, has been
history clear across the United States and continues
to be.

So the adoption of these ... [is] going to prove a
severe hardship on many of us in the field. Now, |

certainly understand the need for cost contai nment and
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cost control, and |I'm not one that sinply says, "Don't
cut mne, cut soneone else's,” but | did offer a
coupl e of suggestions about how this could be ... a
bargai ning position so that it could work for both
sides - they could save noney and we could have a nore
realistic reinbursenent schedule - but, again, none of
those issue were addressed, and their philosophy
seemed to be that this is the way it's going to be,
pretty nmuch, "no matter what you say to us."

The other concern | have is that it's still not clear
to ne whether or not prosthetic and orthotic providers
will be [the] only ones that wll be allowed to
provi de these services. I know for a fact that a | ot
of physical therapists do this [kind] of stuff, but
what happens is, if they're allowed to both bill for
the itenms and bill for their services wusing a
different coding technique, ... in essence those
people aren't affected by this because they still get
paid for their rates for ... their services. And so

if there are regulations in place that say it's going
to be limted to "P and O providers, then who is

actually going to enforce all these regulations
against all the other people that are doing this and
still doing it on the old systenf

Sonme of the comments | have, concerns and questions,

: [pertain to] prior authorization for diabetic
shoes and diabetic foot inserts; if a patient goes to
a physician and the physician deens that these people
need these things, it's for a reason, so when we get a
prescription from a physician it is because it's
al ready been docunmented as being nedically necessary
or they wouldn't have the prescription and they
woul dn't cone to see us. And many tinmes, in the case
of diabetic feet, the difference in a week or ten
days, in terns of treatnent or not treatnent, can nake
a huge difference in their outcone, and usually the
outcone is not that they get better but [that it]
could possibly lead to infection and further
conplicate the treatnent issues. So they're, ... in
my opinion, being a Ilittle shortsighted in their
efforts. VWiile | understand the need for cost
containment, | think there's other approaches that
coul d be done.

9: 30: 00 AM
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CHAI R ANDERSON surmsed that M. MQ@iire's view is that the
departnment didn't seem to be responsive during the regulatory
process.

MR. MGUJ RE agreed, adding that people had gotten a copy of
regul ati ons and the proposed changes, and were informed of when
they could provide comments and express concerns, which people
did but received no response whatsoever fromthe departnent. In
a discussion he'd had with the conm ssioner the day prior to
regulations going into effect, he relayed, the conmm ssioner
i ndicated that the changes were being mandated by the State of
Al aska and thus nothing could be done to address concerns.

CHAIR ANDERSON expressed frustration that legislators, as
policymakers, pass laws, wth regulations supplenenting those
| aws, and al though he would like to believe that the departnents

are willing to work wth the industries to address their
concerns, this doesn't always happen. He expressed the hope
t hat in this instance the departnent wi || take these

Adm ni strative Regul ati on Review Conmittee nmeet i ngs as
instruction that the process isn't working.

9:34: 26 AM

REPRESENTATI VE McGUI RE concurred, adding her belief that the
| egislature's policy is that it doesn't want the aforenentioned
services to only be provided by large, state-run institutions;
rather, it wants the private sector to be able to provide those
servi ces. The way the regul ations have been witten, however,
indicates that the analysis that the departnent goes through is
not same as that which the legislature has gone through when
formng the policy it wants instituted. She predicted that
there will be a backlash to the regulations that have recently
been adopted - the legislature my very well repeal them as
bei ng unacceptable, nmuch as it did last year to the regul ations
regarding assisted living hones. Al though it is true that
Medi caid and Medicare costs are rising, so too is the cost of
living, and it is unfair to demand that the private sector nake
cuts without also reflecting the increased costs in providing
necessary services. It is so disappointing, she remarked, to
hear the sane testinony year after year - that being about the
DHSS s apparent |ack of response to the public's concerns. She
suggested that the DHSS should talk with the |egislature before
instituting regulations that reflect the departnent's policy so
as to ensure that that policy is also the legislature' s policy,
because to date it has not been.
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REPRESENTATI VE ClI SSNA agreed that the legislature wants to keep
people out of large institutions, offering her belief that they
are nmuch nore expensive. She acknow edged, however, that there
is every incentive, in ternms of the way the state receives
federal funding, to put people in institutions. Her concern is
that the |egislature doesn't hear nuch from those who are trying
to stay at hone, characterizing the issues facing those people
as very simlar to those that the conmttee is hearing about
t oday. She said she doesn't fault the departnment, since its
budget is being cut; what the private sector doesn't understand,
she posited, is that politically the legislature doesn't have
the power to fund the DHSS budget to the |evel necessary to
undertake a preventative approach. She opined that in order to
find a solution, the stakeholders, including the private sector,
must work with policymakers to address the issues associated
with allow ng Al askans to age at hone.

9:42:17 AM

CLINTON B. LILLIBRIDGE, MD., after relaying that he is a
recently retired pediatrician, said that one issue that has
arisen for the [Alaska Chapter of the American] Acadeny of
Pediatrics (AAP)] is that pediatricians are being asked to sign
prescriptions for DVE [supplies] that don't nake any sense. For
exanple, an order would come for 30 diapers a day for a child
who was not particularly incontinent. Wre they really changing
that child s diaper two or three tinmes every hour? O there
would be an order for 15 washcloths per day, for a total of
approximately 450 washcl oths per nonth. Don't such itens get
washed? The amounts of prescriptions seenmed to be greatly
inflated, and yet he didn't have the staff to research the
individual situations to see what was actually needed. He
expressed agreenent with Representative Ci ssna's |ast coment.

CHAI R ANDERSON surm sed, t hen, t hat Dr. Lillibridge is
suggesting that scrutiny is in order with regard to the ordering
of supplies.

DR LI LLI BRI DGE concurr ed.

9:44: 32 AM

CAROL SYKES, RN, President, ProCARE Hone Medical, Inc., said she
concurs wth prior testinony. She characterized the statenents

that assisted living homes can sinply get the necessary DVE
suppl i es from t he af or enent i oned retail stores as
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m si nf or mat i on. She pointed out that DME suppliers have huge
overhead - for Medicaid and Medicare patients the overhead is
approximately 60 percent above product cost because of the
addi ti onal paperwork requirenments and reinbursenment del ays
resulting from the newy instituted regulations. Ms. Sykes
relayed that her conpany was told that they would be involved
and consulted in the regulation-making process, that patient
qualifications would be published, that everything would be
automated, and that the prior authorization requirenents would

be elim nated. However, the regulations were |aunched before
being given to providers, and the regulations have regressed
with regard to prior authorization - now basically everything

requires paperwork - and this has increased costs.

MS. SYKES opined that DME suppliers are valuable assets - they
keep a | ot of people out of the hospital, and are often the only
medi cal professionals that people have contact with after being
di scharged from the hospital - and so they ought to be able to
make a reasonable profit. It's called capitalism she remarked,
adding that if [governnent] wants good people it has to allow
them to nake a decent living or they will take their talents to
anot her industry where they can nake a decent living. There has
been a history of msconmunication and bad relationships and
difficulties in communicating between "First Health," Medicaid,
and DME supply providers. There had been attenpts to relay to
[the departnment's representative] why pricing was the way it was
and what supplier's needs and burdens were, M. Sykes expl ai ned,
but there was always a level of intimdation inplied in those
neetings - [the departnment's representative] made it quite clear
that if she wanted to she could make life very difficult for
suppliers "and we literally were afraid of her."

M5. SYKES said that although that person is no longer in that
position, the new representative for the departnent, David
Canpana, although is supposedly a very good pharnmacist, doesn't
return phone calls, knows virtually nothing about the DME supply
business, and has proven time and again that he is not
interested in learning anything about it. This means that DVE
suppliers have no one within the departnent to work with; no one
is willing to listen to suppliers when they try to explain why
costs are as high as they are and what equipnent, training,
support, insurance, expenses, and staffing are necessary to
operate such a business. There are rising costs all around
t hese days, and all other businesses are passing those rising
costs along to their custoners, but the DME suppliers aren't
being allowed to do that and are instead being told that
delivering supplies is sinply a luxury service; not providing
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that service, however, is not a realistic option for patients.
Again, the DHSS doesn't have a clue about the nature of the DVE
supply busi ness.

M5. SYKES said that for years her industry has been asking for

the establishment of an advisory commttee that wll neet
regularly with those who set the fee schedules, so that the
issues of concern and rising costs can be addressed. When

Medi caid adopted the Medicare fee schedule, there were many
itenms in that schedule for which DVE suppliers wouldn't accept
assignment; wth Medicare, DVE suppliers have that choice, but
not wth Medicaid. W is going to be willing to provide
necessary DVE supplies at a |[|oss? Not her conpany, she
remar ked, adding that she doesn't know of any other conpanies
that will either; the [state] has to be reasonable with regard
to reinbursenent. If such efforts are not nmade, the State wll
be flooded with conpanies willing to commt fraud, she warned.

MS. SYKES, in conclusion, said:

| really hope Medicaid and our representatives wll

continue to work with us, listen to us once in a
while, maybe get sone education from us - we're very
willing to be fair and reasonable ...; DME [supply]
providers are going to have to be accredited - that's
a Medicare standard that's com ng up. Accreditation
is incredibly cunbersone, expensive, but it wll weed

out the fly-by-night players, it should nake it easier
for Medicaid to not have so nuch paperwrk and

auditing. ... They certainly need to publish criteria
for their products, what covers people, instead of
leaving it to the subjective decision of whoever's
desk it lands on. ... [The current systen] 1isn't
working, and it's been very unfair, and it was not
done fairly. ... W want to be part of the solution,

we want to be respected for what we do, and for the
people who nmke the decisions to understand our

i ndustry. C Invite wus to the table, we' ||
participate, but don't ignore us and not return our
phone calls and not respond to our concerns - ... we

deserve better than that.
9:54: 51 AM
CHERYL CARSQN, Branch Manager, Apria Healthcare, Inc., said that

al though her conpany is a national one, she shares the sane
concerns regarding the reinbursenent aspect [of the new
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regul ati ons]. The current rates of reinbursenment, mnus the
costs of servicing patients, put her branch in a difficult
position from a business perspective in that it mght not be
able to "maintain enough margin to continue this service" to

patients. As the new regulations stand, wth the new
rei mbursenent rates, sonme very difficult business decisions are
going to have to be nmde. She said that the admnistrative
overhead has increased drastically due to the additional prior
aut horization requirenents, adding that it is still a manual
process.

M5. CARSON offered her understanding that there is already a
process in place to address instances of fraud and abuse in the
system and she surmsed that all providers would prefer that
the State take action through that process rather than via the
seem ngly punitive nmeasures being taken with the reinbursenent
rates. She pointed out that the industry already does a |ot of
self regulation, and is eager to see those abusing the system
puni shed, but to punish all providers because of the actions of
one unethical provider who left too nmuch product soneplace is

unfair. She concluded by saying that she supports nost of the
testinmony that's been presented, and that she would like [the
St at e] to reconsi der t he regul ati ons pertaini ng to

rei mbur senent .
9:58:22 AM

MARSHA FOY, Northern Othopedics, 1Inc., <concurred with M.
McGQuire's testinony, and indicated that her conpany's nmajor
concern pertains to the Medicare reinbursenent |evels. Daily
expenses at all levels for all industries continues to increase,
and yet when reinbursenment |evels stay |ocked, how is a [DVE
suppl y] business supposed to continue providing services? She
offered her belief that the new regulations pertaining to
prosthetics and orthotics are going in the right direction by
| ooking at custom zed prosthetics and orthotics that come from

nationally certified providers, though such providers wll be
able to use different coding for their specialty itens, thus
adding to the cost, whereas businesses |ike hers have their
rei nbursenent rates frozen. She nentioned that many of the

comments she was going to nmake have al ready been expressed. She
guestioned whether the departnent did everything it could wth
regard to notifying providers; providers need to be at the table
to represent their industry when possible changes to regul ations
are consi der ed.

10: 00: 59 AM
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MARY JO METTLER, Adm nistrator, Northern Lighthouse Assisted
Living, said she went to Fred Meyer yesterday and found that the
store didn't have sone of the necessary products and that sone
of the products offered were substandard for residents' needs.
For exanple, a bed pad had the sanme vinyl backing as what could
be purchased at Geneva Wods Pharmacy and Health Care Services,
but the top material would have shredded during its first
washing in a washing machine, and thus her home would have to
purchase nore of that itemto make up for the inferior quality,
ultimately costing the honme nore noney. Wth regard to [prior
aut horization requirenents], she remarked that somet i mes
physicians are unwilling or lack the time to sign the paperworKk.

M5. MARY JO METTLER expl ai ned that when a client doesn't receive
necessary DME supplies - such as incontinence supplies - his/her
dignity is at risk and this can in turn result in self-inposed
i sol ation, depression, a deterioration in health, and a costly
physician's visit - all of which are nore costly than the price
of quality incontinence supplies. "I don'"t think that what's
going on with here in these regulations is cost effective by any
nmeans, " she opined, adding that no one should have to live in
fear of soiling thenselves while in the conpany of other people.
So al though there nay be sone abuses of the system the majority
of providers aren't abusing the system

M5. MARY JO METTLER, in conclusion, suggested that the citizens
who are in need of these supplies deserve to live with dignity
and have quality of life, adding, "we do want to work wi th other
organi zations and the State as a team and that's what we've
been fighting for, for years now "

10: 04: 53 AM

MONTA FAYE LANE relayed that she is the past president of the
Assisted Living Association of Alaska (ALAA) and owns two
[assisted living] hones in North Pole. She recalled that nany
years ago she'd brought to the legislature's attention the need
for discussing Medicaid fraud in the state, and noted that she
has been subjected to two Medicaid audits in 2004, both of which
were conducted by out-of-state conpanies - she opined that the
State could save noney if it were to use an Al askan conpany for
such a task - and all that was found was that she used
"whiteout”™ on one of her daily nedication charts. She offered
her understanding that Medicaid pays an "up to" certain price
for supplies, and questioned how many DME suppliers charge |ess
than that "up to" price.
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M5. LANE said that she found that when she needed a speci al
mattress for the oldest Marine [veteran] in the state, she
couldn't acquire it even though he was covered by three
insurers; had this 82-year-old man been on Medicaid, however,
"it would have been taken care of. She assured the conmttee
that assisted living hones in North Pole don't maintain a huge
stockpile of DME supplies because they order - on a nonthly
basis - only what is needed. She then spoke of the risk of
contracting diseases from assisted living honme patients wth
i nconti nence problens, suggested that the Health Insurance
Portability and Accountability Act (H PAA) has had an inpact on
this issue, and explained that workers in her homes use as nany
gl oves and w pes as they feel is necessary in order to feel safe
from possible contam nation, even though doing so mght seem
i ke an excess use of supplies.

M5. LANE said that it is not true that Medicaid reinbursenent
rates are included in the allocations for assisted |iving hones;

assisted living hones don't have the nobney to purchase
i nconti nence supplies, nor do they have allocation for the
delivery of such supplies. She questioned why assisted living

homes have been included in the new regul ations, and requested
that they be omtted.

M5. LANE, in response to a question, said that if the State
doesn't find a way to address Medicaid waiver "scoring," many
people will be left in hospitals and energency roons. Assi st ed
living honmes now have to fill out Medicaid waiver certifications
simlar to those filled out by nursing hones, even though they
are not nursing hones. She agreed wth the concept of
establishing an advisory group nade up of everyone involved in
the industry. |In response to a further question, she said that
she'd not heard anything about the new regulations pertaining to
DVE supplies [until after they were adopted].

CHAI R ANDERSON asked Ms. Lane to submt her comments in witing.
M5. LANE agreed to do so.

CHAI R ANDERSON, after ascertaining that no one else wi shed to
testify, closed public testinony. He acknow edged that the
department might be having difficulty with regard to budget
cuts, but pointed out that the regulation process continues to
be probl emati c.

10: 16: 04 AM
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KARLEEN JACKSON, Conmi ssioner, Departnment of Health and Socia
Services (DHSS), suggested that it would be appropriate for the
department to respond in witing to the issues that have been
raised, and relayed that she'd not heard nuch of the recent
testinmony until now. There are different l|layers of issues, she
remar ked, with sone of them being federal issues over which the

departnment has no control. The departnment shares the concerns
of many of the providers with regard to having to conply wth
the HI PAA and having to obtain prior authorizations. She said

that every provider, from nental health providers to substance
abuse providers, have been conmenting on the increased costs of
doing business, and yet the federal governnment is cutting
funding to states. Furthernore, the Al aska legislature is also
telling the departnment to decrease its budget. She added:

There are sonme very real issues that | cannot solve by
nmysel f, our departnment cannot solve by [itself], and
we're grateful to have other partners work with us on

[those issues], but | can't give you a sinple answer
today, and certainly just increasing funding isn't
going to get us there because | don't have that

ability nor do the people in this room

CHAI R ANDERSON offered his belief that the situation calls for
| egi slation, and expressed the hope that when legislation or
budgets are adopted, that the departnent wll engage in a
di al ogue with those involved. The assisted living hones make a
conpel ling argunment with regard to a |lack of response from the
departnent, he remarked, and posited that a review of the DHSS s
entire [regul ati on-maki ng] process would be in order.

COWMM SSI ONER JACKSON said that the departnment is willing to do
what it can wthin the restraints it has, and that the
departrment will need nore information before it can provide its
witten response.

ADJ OQURNNVENT
There being no further business before the conmttee, the

Adm ni strative Regul ation Review Conmittee neeting was adjourned
at 10: 22 a. m

ARR COW TTEE -19- February 22, 2006



