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PCSI TI ON  STATEMENT: Testified in support of increasing the
federal poverty level limt to qualify for Denali Kid Care.

SENATE HSS COW TTEE - 2- August 3, 2010



DAVI D MASUO, representing hinself
PCSI TI ON  STATEMENT: Testified in support of increasing the
federal poverty level limt to qualify for Denali Kid Care.

ACTI ON NARRATI VE

9:02: 38 AM

CHAIR BETTYE DAVIS called the Senate Health and Social Services
Standing Conmttee neeting to order at 9:02 a.m Present at the
call to order were Senators Paskvan, Ellis, Dyson and Davis.

Pati ent Protection and Affordabl e Care Act

9:04: 40 AM
CHAI R DAVI S announced the first order of business was to hear an
overview of the federal health care bill, the Patient Protection

and Affordable Care Act ("Affordable Care Act").

SENATOR PASKVAN expressed hope that the review would identify
the sections of the federal legislation that are inportant to
Al aska and the tineline for inplenentation. He understands that
there are mandates and opportunities and he is interested in
knowi ng the tinelines that are applicable to each. In particular
he'd like to know what grants are available to the state for the
vari ous conmponents of the federal health care law and what
information the Legislature will need to receive in order to
effectively take advantage of the opportunities.

SENATOR ELLIS related that he recently attended a conference
that was sponsored by the National Conference of State
Legislatures and principally funded by the Annie E. Casey
Foundation. He offered to pass along the information that he
received to this commttee and perhaps the finance commttees
because Medicaid is a growi ng conponent of every state budget
and it's a common conplaint anong |egislators. According to the
staff at the Annie E. Casey Foundation, the federal |egislation
put a lot of noney on the table and nmany states applied for
those federal dollars to help fund their Medicaid budgets. O her
states opted to sue the federal governnent and sone were just
hol di ng back. What is absolutely clear is that once the nobney's
gone, it's gone.

9: 07: 27 AM

SENATOR ELLIS expressed interest in knowng if the State of
Al aska is making use of the avail able opportunities to help fund
or refinance its Medicaid budget, if it's in a holding pattern
or if the adm nistration has decided to reject the noney.
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9:10: 16 AM

DEBORAH ERI CKSON, Executive D rector, Al aska Health Care
Comm ssi on, apologized for Conm ssioner Hogan that he wasn't
avai l able today. She said she was asked to speak to specific
wor kforce and public health provisions, but she would first
provi de sone context for the rest of today's presentations. She
related that an interagency team has been neeting periodically
to ensure that state agencies are identifying nandatory
provisions in the federal |aw, |ooking at the options, |ooking
at the |egal considerations and nmaking decisions about

i mpl enent ati on. Representatives from the agencies wll be
speaking to these particular provisions. M. Sherwod w Il speak
to the specific Medicaid provisions; Deputy Comm ssioner Petro
and Retirement and Benefits Director Patrick Shirer will speak
to the requirenents for the state as an enployer under this new
law;, Division of Insurance Director Hall wll talk about the

private insurance narket refornms under the law and where the
state stands with respect to conpliance.

M5 ERICKSON directed attention to the PowerPoint that she
intended to present today and explained that while she did not
plan to provide an overview of the health care Iaw as she had in
a presentation at the end of the session |ast year, she would
lay out the major conponents of the Affordable Care Act. This
includes the changes to the private health insurance nmarket;
changes to Medicaid and Medicare; provisions related to
prevention and strengthening public health and popul ati on-based
health; a series of health care workforce devel opment provisions
related to transparency and strengthening fraud, waste, and
abuse provisions; the new act entitled The Cass Act that is
enbedded in the law and creates a new long term care insurance
program and new taxes and fees that help to finance the changes
that the new | aw i nposes.

9:13: 08 AM

M5 ERICKSON noted that there are many different interrelated
pieces to this new | aw and she regularly cones across provisions
that contain m stakes. Understand, she said, that the first nine
titles of the Affordable Care Act are the basis of the basic
law, but Title 10 of the Affordable Care Act actually nakes
amendnents to Titles 1-10 and then the Health Care and Educati on
Reconciliation Act again nmakes anendnents. A consolidated
version that reflects all the changes to the |law cane out of one
of the congressional conmttees and DHSS has posted that on
their website. She said she's nentioning this to ensure that
it's understood that they are looking at the current amended
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version of the law. She said it's also inportant for the public
to understand the distinction between authorizations and
appropriations and that the new | aw authorized many new prograns
and reauthorized sone old prograns, but not all of the
provisions include the appropriations. Wile it appears that
there may be another funding opportunity, Congress mnust first
appropriate the funds to support it.

9:15: 26 AM

M5 ERI CKSON highlighted the apparent conflicts in sonme of the
effective dates and explained that she has been maintaining a
master spreadsheet for the interagency team showing the
effective dates of provisions in the law, but sone of the other
spreadsheets are from the program folks who are working on
i npl enentation and these identify when the state will have to
take action. Those dates aren't necessarily the sanme as when the
provision in the law takes effect. Obviously, she summarized,
it's inportant to understand what an effective date nmeans in
terns of whether that's when the |aw takes effect or if there's
a different date by which the state governnment of sone other
federal agency m ght have to take some particul ar action.

M5. ERICKSON enphasized that the details on how the law is
i npl enented are comng out daily. She referenced slide 4 to
illustrate how quickly things change. Late last Friday the
information she submtted for this presentation indicated that
DHSS was aware of at |east 25 new funding opportunities that had

been released - grant guidances, grant RFP that had been
rel eased by the federal governnent. Literally mnutes after she
sent the information an enmail <cane in from the federal

governnment advertising a new opportunity that had becone
avai l able. Over the weekend she heard about a grant that had
been awarded to an organization in the state and she didn't even
know that that funding opportunity was available. It was an
exi sting program that had been reauthorized under the Affordable
Care Act, but it wasn't on any federal lists of opportunities
under the Affordable Care Act. So while the PowerPoint lists 25,
she knows that at Ileast 27 funding opportunities have been
released. Simlarly, the information she sent last Friday lists
8 regul ation packages and she now knows that at |east 10 have
been rel eased. One cane out later on Friday and she wasn't aware
of the other, which canme out in May, and it wasn't on any U S
Depart ment of Health and Human Services |ist.

9:17:49 AM

M5 ERI CKSON said that at |east one new federal office has been
establi shed and a few nore are authorized under the new | aw. The
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nost significant is the Ofice of Consuner Information and
| nsurance Oversight, which was created right after the |aw
passed. That's the office within the US Ofice of Health and

Human Services that's overseeing all the changes related to
private insurance market reforns and also some of the new
i nsurance prograns - like the tenporary high risk pool and the
i nsurance exchanges. A nunber of new

councils/commttees/comm ssions were also fornmed under the
Affordable Care Act and she's aware of 3 that are already
functioning. 1) The National Prevention Health Pronotion and
Public Health Council convened and has already released a
prelimnary report on the status of public health nationw de; 2)
A commttee specifically to review criteria for federa
desi gnations for health professional shortage areas and
nmedi cally wunderserved areas has been created to advise the
federal governnent on new regul ations they plan to adopt rel ated
to those designations; and 3) A Plan Advisory Board to guide the
devel opnent of regulations and other guidance related to the
grants that will come out in a couple of years to support the
nonprofit nenber-operated insurance conpanies that are created
under the Act.

9:20: 27 AM

One of the many mandates for the Secretary for the Departnent of
Heal th and Human Services was to create a website for the public
specifically on insurance opportunities and options and other
issues related to health care and health care reform It was
posted on July 1; ww. healthcare.gov includes state-by-state
information. Wiile this was a requirenent for the federal
government and would appear as though state governnment would
have no role, the state insurance division actually had a staff
menber assigned for a full week to conpile sone of the basic
information for the federal governnent. The website also has
information and links to the state Medicaid program so the state
Medicaid staff has to be involved to ensure that the information
is accurate and conplete. That's an exanple of just one area
where state governnent is involved even though there isn't a
mandate in the law for the state to participate directly. She
noted that the website contains information specific to Al aska
and a summary of the federal inplenentation of the new | aw.

9:22:13 AM

M5 ERICKSON referenced slide five and explained that the
i nteragency team that she's nmentioned is entitled the Al aska
PPACA | npact Team This group cane together initially to ensure
a coordinated approach across agencies in an effort to
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understand and identify areas where state governnent needs to
conply with the | aw.

Consultation wth the Departnent of Law (DOL) has been
particularly inportant in understanding the interface between
the lawsuit to which the state governnment is a plaintiff and
applications for any of the federal funding opportunities and if
there is any special |egal disclainmer |anguage that needs to be
included with the grant applications. She affirmed that they
have been consistent in identifying what that is and including
it. They are also looking at the potential risks and potenti al
benefits to state governnent when considering and operating
grants and these new prograns.

The nenbers of the team are largely present today. Patrick
Shirer, the director of the Division of Retirement and Benefits,
is representing the Departnment of Administration (DOA) | ooking
specifically at the requirenents for the state as an enpl oyer

Linda Hall, the director of the Division of Insurance, is
representing the Departnent of Commerce, Community and Econom c
Devel opnent ; deputy comm ssi oner Bill Streur and deputy

comm ssioner Patrick Hefley, and the chief nedical officer
Doctor Hurl bert have been representing Departnent of Health and
Soci al Services (DHSS) on the team

Wiile Dr. Hurlbert wasn't present due to a famly obligation,

she assured the nenbers that he would be happy to speak to the
committee about any issues related to health care reform
generally and how it inpacts the state and anything related to
popul ati on-based health inprovenent. M. Streur is representing
the state today at a one day neeting in Mnnesota by the U S

Departnent of Health and Human Services on the health insurance
changes. She said that Ms. Hall is taking the |lead today on the
issues related to the health insurance exchange. She noted that
as that noves forward she will need to work closely wth DHSS

specifically the Medicaid agency, because of the requirenents
that Medicaid enrollnment and eligibility be integrated into the
heal t h i nsurance exchange.

9:26: 30 AM

SENATOR PASKVAN said he mde a request in early June for
information regarding this and was told that there would be
meeti ngs under executive privilege, but that a report would be
issued by the end of June. He said he hadn't received it and
questioned when it m ght be issued.

M5 ERI CKSON apol ogi zed that an expectation was created for the
production of a report. She said at one point this conmttee
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envisioned that a prelimnary report on the inpact of the new
| aw could be produced in short order. This past nonth a draft
report was provided to the governor's office and the information
that's being provided today is a summary of what's been provided
to the governor's office to date. The resources that have thus
far been required to under st and what's i nvol ved in
i npl enentation of this new | aw have overwhel ned this interagency
team nore than was antici pated. Because things are changing on a
daily basis with respect to this new law, she said she can't
commt to when a conprehensive and consolidated report m ght
cone out from state governmnent.

9:29:21 AM

CHAIR DAVIS said at sone point there has to be a plan that's
laid out and once that's submtted to the governor, the
Legi sl ature should have access to it. She asked how many people
make up the interagency team

M5 ERICKSON replied this group net once for 45 mnutes via
tel econference in the past 4 weeks. Before that when they were
trying to develop a consolidated list and identify the areas
where they needed to be coordinating, like the Iegal waiver
| anguage she nentioned previously, they were neeting via
tel econference on a weekly basis for 45 mnutes to an hour. The

official nenbers include the people she listed earlier and
Stacie Kraly representing the Departnment of Law and Kelly Wite
representing the Ofice of Mnagenent and Budget. In addition

sonme agencies have had their assistant attorneys genera
partici pate including assistant AG Ann Johnson, who supports the
Department of Admi nistration and the Division of Retirenent and
Benefits. M. Sherwood, who is representing Medicaid, has been
convening an intradepartnental staff team that cane together to
identify the issues within the DHSS on a progranmatic |evel that
shouldn't take the tinme of the other division directors and
deputy conmm ssioners. M. Sherwood has been sitting in on the
nmeetings nore recently. Because of the scope of the inpact on
DHSS, Conmm ssioner Hogan has made a point of participating in
these neetings regularly. A couple of people fromthe governor's
of fice have been sitting in as well.

9:33: 02 AM

CHAI R DAVI S questioned why the Departnent of Education and Early
Devel opnent (DEED) isn't involved because noney is earnarked for
DEED for health clinics and [indisc] in particular.

M5 ERI CKSON explained that initially the decision was to limt
it to those agencies that would have nultiple prograns or
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i npacts. They've identified a nunber of departments that will be
i npacted and the Departnent of Labor and Wrkforce Devel opnent
(DOLWD) has already applied for one grant under the Affordable
Care Act to support statewide health workforce devel opnent
pl anning. And they are in the process of applying for another
grant opportunity specific to developing health professional
occupation opportunities for |low income people and Tenporary
Assi stance for Needy Fam lies (TANF) recipients. There was never
an intention to bring every agency to the table that m ght have
sonme opportunity because it wouldn't be a good use of their
tinme.

REPRESENTATI VE WES KELLER asked the interagency team to
generally track how the wvarious divisions and departnents
respond to these funding opportunities.

CHAIR DAVIS interjected to recogni ze the next speaker.

JUDI TH BENDERSKY, Health Program Manager, Medicare Information
Ofice, Division of Senior and Disability Services, Departnent
of Health and Social Services (DHSS), reported that her office
is funded through the centers for Medicare and Medicaid and the
Adm nistration on Aging to provide one-on-one counseling to
people as they turn 65 and becone eligible for Medicare and to
do public outreach hel ping Al askans navi gate Mdi care.

She noted that M. COberneyer provided sonme points in the
Affordable Care Act for her to address with respect to inpact on
the state. She said she doesn't see many specific points that
the state needs to create new policy or regulations around, but
she would touch on a few One provision in Section 3110 that was
to be effective March 2010 may inpact dual eligibility - people
on Medicaid and Medicare. It's a special enrollnment period for
disabled tri-care beneficiaries; those are people who are
receiving health insurance benefits through the mlitary wll
automatically becone enrolled in Mdicare Part A and Part B
effective the 25th nonth of receiving Social Security disability
benefits. That's a mnor tweak in the Affordable Care Act that
makes a needed fix in Medicare so that tri-care beneficiaries
receive the sane enroll nent period as other di sabl ed
beneficiaries. There are a nunber of points like that, but they
have no specific inpact on the State of Al aska and anything the
state has to do in ternms of response.

9:39:42 AM

M5. BENDERSKY said the largest inpact that the Affordable Care
Act has on Medicare beneficiaries is to reduce and close the
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coverage gap known as "the donut hole." This gap in prescription
coverage inpacts about 12,000 people in Al aska and now they'l]l
pay | ess out of pocket to get prescriptions. She nentioned that
Medicaid is inpacted by the Affordable Care Act so it will have
to align its paynent policies to accommbdate benefit changes in

the Medicare program It also nmeans that there will be nore
people eligible for Medicaid in the future. At sone point M
Sherwood will address that in greater detail. She offered to

address specifics the coomittee may have.

9:42:15 AM
CHAIR DAVIS found no questions and asked Ms. Erikson to respond
to Representative Keller's question.

M5 ERI CKSON said she recently started a spreadsheet that lists
the grant opportunities and sone information about the deadlines
and dates and specific proposal information. That information is
sutmmarized in the PowerPoint. She offered to provide the
commttee with copies of the spreadsheet.

CHAI R DAVI S said she would |i ke that.

M5 ERICKSON directed attention to slide 6 and explained that
state governnents are responsible for i npl enenting the
requi renents inposed on enployers and will be responsible for
i npl enenting the Medicaid expansion requirenments. There also are
a series of prograns that state government nmy participate in
including the high risk pool, early retirees reinsurance
program the health insurance exchange, the insurance nmarket
reforns - a series of service delivery and paynent reforns that
are made through changes to Medicare and Medicaid so those
changes that are nmade through Medicaid and are presented as
state options wll be considered. Also included are public
health and preventions prograns and the workforce devel opnent
program She said these are general areas of options and
opportunities for the state and she w Il defer explanation of
themto the other presenters.

9:45: 28 AM
M5. ERICKSON said she inmmgines that the needed statutory and
regul atory changes for inplenentation will be mde prior to

2014, which is the date that the Mdicaid expansion takes
effect.

SENATOR PASKVAN recalled reading that in md July Al aska signed

a contract with the federal government related to the high risk
pool. He asked what the state contractually obligated itself to
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do and what the policy choices were for comng to the decision
to sign or not to sign that contract.

CHAIR DAVIS said that wll be taken up by the Division of
| nsurance. She asked Ms. Erickson to conti nue.

M5 ERI CKSON sai d she anticipates that Director Hall wll address
the issues of the health insurance exchange and the insurance
market reforns and be able to answer detailed questions. She
acknow edged that the conmttee had specifically asked about the
general areas that mght require state legislation and those are
the three nain areas she woul d anti ci pate.

Continuing with the presentation, she said the next several
slides contain lists of grants or contracts for which state
agencies are either in the process of devel oping applications or
have already applied. The high risk pool is in place and she
believes that it's a contract with the Al aska Conprehensive
Health Insurance Association (ACH A). State government was
involved in supporting and negotiating for that and D rector
Hall will address that further.

The tenporary reinsurance program for early retirees is an
application that the Departnent of Adm ni stration (DOA)
submtted and those departnent officials will explain that in
greater detail.

A nunber of progranms in this new |aw focus on maternal and child
health so the first several bullets on slide 8 are about two
progranms. The Personal Responsibility Education G ant focuses on
adol escent health and safety issues; DHSS applied for that grant

in early June. The MWMaternal, Infant, and Early Childhood Hone
Visitation Hone Visitation is a new program created under the
bill. It's significant in that there was a requirenent for all

states to participate in phase 1 grants in order to continue to
receive their maternal and child health block grants. The state
subnmtted an application for phase 1 funding and received
$584, 000 several weeks later. This first phase grant expands a
requi renent under the maternal and child health block grant that
all states conduct every 5 years a needs assessnent related to
maternal and child health issues and resources in the state. The
scope of that assessnent was expanded significantly and the
phase 1 gr ant supports t he expansi on of t hat dat a
col I ecti on/ needs assessnent effort.

Support for pregnant and parenting teens is another new grant
opportunity. The Council for Donmestic Violence and Sexual
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Assault under the Departnent of Public Safety (DPS) devel oped an
application for that program and she assunmes it was sent in by
the deadl i ne, which was yesterday.

9:50: 28 AM

One workforce planning and devel opnent grant is available for
each state and provides strategic planning funds. For states
that have a strategic plan in place, inplenentation funds are
avai | abl e. The Alaska Wrkforce Investnment Board submtted an
application on July 19 for the planning funds. They have been
working with a statewide coalition that produced a strategic
pl an. She believes that they envision using these funds to apply
for a workforce devel opnent inplenmentation grant.

In a couple of days an application is due for health professions
for low inconme individuals and TANF recipients. She reiterated
that the Al aska Wrkforce Investnment Board under the Departnent
of Labor is working with their partners on that.

Two grant applications that were submtted |ast Friday include
aging and disability resource centers and a small grant
opportunity - Medicare part D outreach for about $60,000. M.
Bendersky's office provides the outreach support work to
Medi care recipients with information about part D, specifically
t he pharnmacy benefit under Medi care.

There's also funding available that the Division of Public
Health wthin DHSS wll pursue related to that division's
background check program in order to participate in a national
background check program She noted that Alaska was a pilot
program state, but she isn't sure how it expands or continues
the state's participation in that program Nonetheless, DHSS is
appl ying and that application is due August 9.

She referenced the new National Public Health Prevention and
Health Pronotion Council and noted that a new program was
created under the Affordable Care Act and $500 nillion was
appropriated in the first federal fiscal year for that. A new
process is being pilot tested nobving towards developing an
accreditation program for state and |ocal governnent public
health agencies. In the future all state and |ocal governnent
agencies wll have an opportunity to becone accredited as a
state or local governnment public health agency. Performance
standards and performance neasurenent plans are being put in
pl ace related to that new accreditati on process.

9:53: 36 AM
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M5. ERICKSON offered her wunderstanding that the first grant
related nore generally to strengthening the public health
infrastructure is nmeant to support states in developing their
performance managenent systenms for public health. And it's
intended to support states in noving towards that accreditation
process.

A new grant that she |earned about just yesterday and that DHSS
is applying for is an existing grant program - public health
| aboratory and epidem ology capacity support. The Division of
Public Health has received a grant under that program for a
nunber of years, but it's been reauthorized and expanded under
the Affordable Care Act with the new National Public Health
Fund. She learned yesterday that the state Division of Public
Health is in the process of developing an application for that
program and the application is due August 27.

Slide 11 lists some of the grant prograns. The first two cane
out in the last week or 10 days and are related to health
insurance funding opportunities. Last Thursday the federal
government announced they were releasing the grant guidance for
health insurance exchange planning for each state. Those
applications are due on Septenber 1. Last week she | earned about
the grant opportunities to develop offices of health insurance
consunmer information and assistance in states and/or a health
i nsurance onbudsman office or program Director Hall wll
provide nore detailed information about what is included in
those grant opportunities and what the state's considerations
are related to risks and benefits and the possibility of
applying for those two prograns.

9:56:32 AM

M5. ERI CKSON sai d anot her opportunity that was rel eased recently
is the Mmney Follows the Person Rebalancing Denonstration
Project. That's a Medicaid funding opportunity and those
applications aren't due until January.

She said she wanted to point out several things related to State
of Al aska governnment officials being involved. She noted that
earlier she nmentioned the new comrittee to review criteria for
designation of health professional shortage areas and nedically
underserved areas and it was an honor that two Al askans were
appointed to this new conmittee, but it's also potentially a
real benefit to the State of Al aska and Al askans. |ssues rel ated
to neasuring and understandi ng nedi cal access in renote areas of
Al aska will be considered in this. Alice Rarig who is a planner
with DHSS has been actively involved in seeking these
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designations in the past is a nmenber of this conmttee now and
Sally Smth who is the chair of the board for the Bristol Bay
Area Health Corporation and is a nenber of the national Indian
Health Board have both been appointed to this conmttee. The
Division of Insurance is also actively involved and Linda Hall
can speak to any questions wth regard to the National
Associ ation of Insurance Comm ssioners involvenent, but that
association is actually nanmed in the Affordable Care Act in sone
pl aces as a partner with the federal governnent to help cone up
with sone of the new federal regulations related to the private
i nsurance market reforns as well as the devel opnent of sone of
these new programs - like the health insurance exchanges. That
association is nade up of nenbers from state insurance divisions
and departnents. Staff fromthe Al aska Division of Insurance are
actively involved in sone of those work groups in helping to
participate in devel opnent of sonme of those federal guidelines.

A new federal taskforce created under the Affordable Care Act is
specifically looking at inproving access to health care in
Al aska. This was an anendnent that was proposed by Senator
Begich and is included in Title 10. The nenbers were appointed
about a week ago and it has a deadline of Septenber 23. The
taskforce has had one teleconference and will be in Al aska next
week for a week. The slide lists the nenbers representing the
different federal agencies involved. During the week they'll

conduct site visits and she understands that they'll break into
2 groups and will each go to 2 or 3 different comunities. A
week from tonorrow, Wednesday, everyone w || convene in

Anchorage for a neeting.

9:59: 55 AM

M5. ERICKSON said she's only talked briefly wth Senator
Begich's office and with Susan Johnson who is the Region 10
director in Seattle for the U S. Departnent of Health and Human
Services about this. She suggested that if nenbers want nore
information they go to her at this point. The health care
commission will be interested in seeing the findings that this
taskforce will produce in their report. According to the |law the
taskforce expires with the production of the report that is due
to Congress on Septenber 23.

Anot her inportant aspect of the law is that the Indian Health
Care | nprovenent Act was reauthorized under the Affordable Care
Act after having sunsetted essentially 10 years ago. To her
knowl edge the State of Alaska isn't directly participating, but
the Alaska tribal health system has been actively involved
wor ki ng on the reauthorization and is now working to ensure that
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the different tribal health organizations statew de understand
the inplications.

M5. ERICKSON said she's conmunicated periodically with staff
from the University of Alaska and has |ooked at the various
opportunities available for workforce devel opnent, specifically
for coll eges and universities.

She continued to say that the commttee will hear from the
Department of Adm nistration and the Medicaid program the extent
to which state agencies have prelimnarily identified potentia
future costs to state governnent as well as sone funding
opportunities. She said she noted earlier the three main areas
where they anticipate there mght be changes required to state
law related to inplenenting private market insurance refornms and
the health insurance exchange and changes to the Medicaid
program There are nunerous policy and programmati c changes that
state agencies already have to make. The commttee w Il hear
from other presenters too, including the new enployer
obligations. She said they continue to try to understand how the
flexibility of state governnent is being inpacted with all the
new federal rules and how the state's role in this new health
care delivery system m ght change. For exanple, considering the
potential changes through the Medicaid program to organization
and paynment nechanisns for health care.

10: 03: 15 AM

M5. ERI CKSON noted that the commttee asked her to wap up with
an update on the status of the Health Care Commission and the
potential role for that conm ssion in understanding the inpacts
of the Affordable Care Act and devel oping recomrendations for
nmoving forward. She directed attention to slide 16, which is
relates to the conmssion. It had been established by CGovernor
Palin and it net for the calendar year 2009. Representative
Keller participated as a conmi ssion nenber representing the
House of Representatives on the initial commssion. SB 172
established the Alaska Health Care Conmmission in statute and
transitioned the existing voting nenbers to the new comm ssion
and added four nore seats. Currently the board has five
vacancies and the governor's office of boards and conm ssions
has interviewed over 20 applicants. She anticipates that the

governor will make those appointnments in the next week or so and
that the commssion will neet twice in the fall for a day and a
hal f each tinme. The new conm ssion will continue the established

practice of holding a public hearing as part of each neeting.
The primary concern of the comm ssion this past year was rel ated
to the cost of healthcare in Alaska. She noted that Dr.
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Hurl bert, who is chair of the conm ssion, rem nds anybody who

will listen that paying attention to the cost of health care in
the state should be one of the highest priorities of any
official in state governnment. |f not checked, the cost of care
transl ated through the Medicaid programw Il continue to consune

nore and nore of the state's budget and potentially inpact other
pr ogr ans.

10: 06: 00 AM

At the beginning of the first year the Health Care Commi ssion
decided it was not interested in identifying and responding to
any new policy option or opportunity that came along in
devel oping a response. It was nore related to nore potential
federal and state legislation. They didn't want to be seen as
the policy analysis and inpact analysis body because they were
formed to develop their own recomendation rather than to
evaluate others. She said she doesn't believe that the
commi ssion has the capacity, resources, or time to do a
conprehensive inpact analysis of the entire Affordable Care Act
and she doesn't believe that they wll see that as their
m ssion. That being said, the conmission identified it their
first year report the inportance of wunderstanding that if
federal health care reform passed, what the inplications for
the state were related to how it mght change the health care
environment in this state. She admitted that it's going to be a
challenge and Dr. Hurlbert has expressed concern that if the
commi ssion spends all its time studying the Affordable Care Act
that they're not going to get anything else done and won't be
able to nake any sort of inmpact on the issue related to health
care cost control. Wth that in mnd, she anticipates that the
comm ssion mght look at the Affordable Care Act from the
perspective of the changes that they m ght be making
reconmmendati ons about and nmaking sure that they're integrating
into any recomendations related to health care cost control
both opportunities that m ght be available through the
Affordable Care Act and ot her changes that are being nade by the
Affordable Care Act that will inpact in sone way the delivery of
health care in this state and the cost of health care in this
state. She acknow edged that she is in part speculating and that
it's inportant to get the new nenbers appointed and convene the
group and see what direction they want to take. Hopefully that
wi |l be sooner rather than later.

10: 08: 18 AM
CHAIR DAVI S remarked that she didn't know that the intent of the
bill was to bring all the nenbers of the tenporary conm ssion

along to the permanent comm ssion and then add 5 new positions.
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She observed that nmany of the names listed mght not be in the
Legi sl ature conme next January.

M5 ERI CKSON explained that SB 172 included a transition clause
that automatically appointed the existing voting nenbers of the
comm ssion to the new conm ssion. Legislators are not voting
menbers. Under the former conmm ssion that was established under
Adm nistrative Oder 246, there were 7 voting nenbers. Six of
the voting nenbers have indicated an interest in continuing with
the comm ssion and she anticipates that Governor Parnell wll

reappoi nt them automatically. The comm ssion has 3 ex officio or
nonvoting menbers: Senator Donald O son was the representative
from the Senate and she believes he wll be appointed to
continue; Representative Ws Keller was the representative from
the state House and Speaker Chennault has already reappointed
himto the new comm ssion; and Linda Hall was initially in the
seat appointed by the governor to represent the Adm nistration

She can't speculate who mght fill that seat on the new
conm ssion, but she assunes that will be announced when the new
menbers are appointed to the five vacant voting seats.

10: 11: 13 AM
CHAIR DAVIS said the information has been hel pful but at the end
of this session she isn't sure she'll have all the information

she's |l ooking for. For exanple, she would |like to know how nuch
noney the state has received in grants through the Affordable
Care Act; how many opportunities the state has refused to apply
for; and what those are because they apparently haven't applied
for everything that's available to the state. She asked the
menbers if they needed additional information.

REPRESENTATI VE KELLER said he's eager to receive the spreadsheet
Ms. Erickson offered to provide, but the question he asked was
answered in the Power Point.

SENATOR DYSON commented that he suspects that the elephant in
room that hasn't been discussed is the governor's veto of
increasing the limt for Denali Kid Care due to the abortion
i ssue.

CHAIR DAVI S said that issue will be addressed this afternoon.
SENATOR DYSON asked Ms. Erickson if she knows of any grants and

funding streans that the Admnistration has decided not to
pur sue.
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M5 ERI CKSON replied she's aware of one that's related to health
i nsurance rate review and she would defer to Ms. Hall to explain
the rationale for that.

10: 14: 12 AM

LI NDA HALL, Director, Division of Insurance, said she will try
to address the questions that cane up during M. Erickson's
presentation. She continued to say that many of the provisions
of the Affordable Care Act that have becone effective are
related to insurance. She informed the conmittee that in the
presentation she is using a cut down version of a docunent from
the National Association of Insurance Comm ssioners (NAIC) that

is being used around the country and she will address Al aska's
position relative to that. She will not discuss things to the
| evel of detail that is in the PowerPoint, but she will touch on

each point because there's a ot to deal with market reform and
what that neans to the state. As M. FErickson stated, the
Nat i onal Associ ation of |nsurance Conmi ssioners has a large role
in the inplenentation and establishing regulations for the
Affordable Care Act. Katie Canpbell who is the DHSS health
actuary is active in a nunber of those committees. On average
she and Ms. Canpbell participate in 5 teleconference neetings a
week on these various provisions as well as attendi ng neetings.

M5. HALL infornmed the commttee that today she would address the
maj or areas of consumer assistance grants; health insurance rate
review, which is grant noney she did not apply for; the high
risk pool and what they did with that and why; the web portal
which is mnor; health insurance market refornms, which she
believes are nmuch of the stinmulus for all of this to prohibit
the rescissions and exclusions that have been a problem in the
health insurance world for a long tinme; and the health insurance
exchange that isn't effective until 2014. Many of these reforns
are being inplenented gradually with the outcone to be the
i nsurance exchange.

10: 17: 24 AM

She di splayed a slide depicting a spreadsheet and expl ai ned that
it has a colum that shows what action the division is taking
and the effective dates and a columm for a group of things
called market reform She noted that annual lifetine limts are
one of the market refornms and as of Septenber 23 they wll
transition fromlifetine limts on health insurance policies to

annual limts. She pointed to the blue section, which reflects
the transition, and remarked that sone people but not many reach
either the annual or their lifetime limt. Rescissions, which

are part of the market reforns that are effective Septenber 23,
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can be made for only tw reasons - fraud or intentional
m srepresentation. A policy cannot be canceled because an
i ndi vi dual got sick

M5. HALL explained that when she tal ks about review ng coverage
forms for conpliance those are coverage changes. The division
approves and keeps on file all policy forns and today they
receive 98 percent of their filings through the NAIC electronic
system This neans that an insurance conpany can go on |ine,
file a coverage forns and select the states they file it for.
This makes the forns nore consistent from state to state. She
said they will see a nunber of those fornms filed between now and
Septenber 23 and they will ook simlar to nost other states. So
in their formreview the division wll watch to nmake sure that
provisions that are in health insurance policies today are
changed to reflect these nmandatory coverage changes.

10: 20: 15 AM
M5. HALL noted that she was specifically asked to address
preventative coverage and said that one benefit to consunmers is

that there will be mandatory coverage for preventative services
wi t hout cost sharing, but there will limts to the services that
are considered preventative. Also, there wll be an annual

revi ew of who reconmended the preventative services be offered.

The extension of adult dependent care is part of the Septenber
23 market reform that has received a lot of nedia coverage. It
extends coverage to adult children up to age 26.

Preexisting condition exclusions will no longer be allowed in
policies for children under age 19. In 2014 there will no | onger
be preexisting exclusions in any policy. The appeals process is
part of the market reform That neans that if a claimis denied,
the consumer policy holder has the ability to appeal that
deci sion. These are usually disputes about whether it is or is
not nedically necessary. There are tw types of appeals
processes. An internal review is internal to the insurance
conpany staff and an external review is one that nust conply
with the mninmum NAIC nodel Act including review by an
i ndependent outside source with specialty qualification. Wile
both types of review are in statute, the NAIC nodel has not been
i npl enented because it requires the D vision of Insurance to
adm ni ster the program and they didn't want to insert thenselves
in that process. The external review is probably an area that
wi |l need | egislative changes.

10: 24: 01 AM
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Patient Protection is another part of the market reform It
allows the policyholder to designate the primary care provider,
energencies services do not need prior authorization, and it
allows a fenale patient to receive obstetric or gynecol ogical
care from a participating provider wthout a referral. She
described these as provisions that allow an individual to see
hi s/ her own doct or.

M5. HALL referenced three bullet points at the bottom of slide 2
and said this particular provision is how prem um dollars wl
be allocated - how nmuch is for clinical or provider services.
There's a provision for activities that inprove health care
quality and there's a third expense category. The first two nust
be clinical services and activities that inprove health care
quality. In the small group and individual market, 80 percent of
prem um dollar has to be spent in this area and in the |arge
group market it's 85 percent. There's a huge debate about what a
provider is, what a clinical service is, and what an activity is
that inproves health care quality. The remaining 15 or 20
percent is the only part of the premum dollar that insurance
conpanies will have for adm nistration, comm ssions to agents,
and the various expenses that they have.

These expenses are likely to exceed the allocation. Mine, for
exanple, has already asked for a waiver because their current
state law allows a 35 percent administrative margin. If an
i nsurance conpany does not neet the 80 or 85 percent, they nust
rebate the excess to the policy holder. She noted that it may be
necessary to make a statutory change in the definition of rebate
because that term currently references an illegal activity. M.
Hal | enphasized that this is a real tightening on how insurance
noney can be spent and an attenpt to ensure that it's spent on
actual health care.

10: 27: 38 AM
Heal th | nsurance Consuner Assistance Ofice or an Orbudsman is
anot her grant opportunity. Wile $30 mllion is available for

di visions and departnents of insurance to set up and operate
consuner assistance progranms, the Alaska Division of Insurance
is still evaluating if it wants to apply for funds because it
already has a Section of Consuner Services that «currently
performs nost of these tasks. She said she isn't sure that an
additional person is needed to do these tasks, but they're
evaluating other things they may be able to provide with the
noney. She explained that the problem with federal grants is
that the noney lasts for just a year, but a function and
position were created and then it becones a state funding
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obligation. They're trying to figure out how to keep that npney
in ways that are effective without creating obligations going
forward. Assisting consuners wth enrollnment and plans and
resolving problens with obtaining subsidies really will not cone
into being until the exchanges are operational. Today the
division occasionally assists a consunmer wth applications or
where to go to apply for insurance, but they're not really
involved with enrollnment per se. So 2 of the 5 functions of this
position woul dn't be applicable until 2014.

M5. HALL said the title of the next area is Ensuring Consuners
Get Value for Their Dollar, but this was actually the rate
review part of the Act and she recommended Al aska not apply for
the grant. $250 million in grants is to be awarded over a 5-year
period and that noney could be used both to do a rate review
program and to establish nedical reinbursenent data centers

The first round of grants was $51 mllion so each state could
apply for $1 million, but they had to apply for the full anount.
Al aska is small and has 10 health insurance conpanies who wite
business in the state. There is no donestic health insurer in
the state but they do review rates. The division reviewed what
it mght do with $1 mllion and could have put together a plan
to enhance the data collection systens...

SENATOR DYSON interjected to ask if this noney could be used to
put the unfinished drug registry programin place.

10: 32: 34 AM
Ms. HALL replied that's not her understanding. There were very
strict limtations on what the noney could be used for; just

$50, 000 of the $1 mllion could be used for the data centers. It
had to do with insurance rates.

SENATOR DYSON acknow edged that his question was msplaced. He
then referenced an wearlier subject related to preexisting
conditions and asked if there's a provision that would allow
some judgnent or discrimnation based on behavior-related
conditions that are preexisting.

M5. HALL answered she isn't aware of any exceptions.
SENATOR DYSON asked if the new |aw provides incentives or help
to manage situations where people wth <chronic and very

expensive health problens won't cooperate wth the best
treat nent.
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M5. HALL replied she isn't aware of any penalty but there
certainly is an awareness of preventative services and the
managenent of chronic illnesses. She noted that the |ast
estimate she saw indicated that chronic disease takes up 75
percent of all health care costs.

10: 35: 54 AM
SENATOR DYSON asked if the insurance conpanies are authorized to
wor k on that issue.

M5. HALL replied she believes they are authorized and that can
be included in the things they'|l pay for under mnedi cal expense.

SENATOR DYSON posed a hypothetical exanple of a person wth
adult onset type Il diabetes who isn't conpliant in tending to
his/her health care. He asked if the insurance conpany can do
sonething to encourage that person to take care of hinfherself,
both for their own health and the sake of the costs involved.

MS. HALL replied she believes they can but they don't have to.

She again nentioned the $1 mllion rate review grant and
clarified that the rationale for not applying didn't relate to
the lawsuit; it was due to a phil osophical stance she took.

10: 39: 11 AM

M5. HALL said the next topic is the Tenporary H gh Ri sk Pools.
She explained that this was optional for the state, through a
nonprofit entity or the federal government and either 21 or 28
states opted to operate their own in various ways. Al aska has a
hi gh risk pool through the Al aska Conprehensive Health |nsurance
Association (ACHIA). To nake it clear that it's totally separate
she said they named it the Al aska Federally Qualified H gh Ri sk
Pool. It's all federal noney but there is a premum tax offset
that's been in place for 3-4 years.

She explained that they did risk and benefit analyses to make
the decision to make this recomrendation and they |ooked at
ACHI A that has a third party admnistrator and an established
network and is famliar with the high risk individual in Al aska.
The system is already established to deal with those
individuals. The risks were that if the noney ran out the state
m ght be liable for that noney. The original allocation of the

$5 billion was done the sane basic way the Children's Health
| nsurance Progranms (CHIP) are done. Alaska' s portion of that
allocation was $13 million. The state doesn't get that as a pot

of noney to draw from it's set up on a reinbursenent basis

SENATE HSS COW TTEE -22- August 3, 2010



There's a 10 percent |imt of the cost of the programto do the
adm nistration so the actual <contract was signed by the
executive director of ACH A They are the nonprofit entity who
can contract to operate this federally qualified high risk pool.
It's tenporary because of preexisting conditions. Once the
exchange is in effect in 2014 that's the point at which all
preexi sting exclusions go away. Thus, individuals who are unable
to obtain insurance today through the normal private market wll
be able to do so through the exchanges. At that point there wll
no |l onger be a need for a high risk pool - either this tenporary
one or ACH A

Current statutes allow ACHIA to go forward with this and barring
some unforeseen circunstance the state would not have any
obligation at the end. The application that the individuals sign
clearly says that this is a federal program that's done wth
federal noney and when the federal noney runs out the program
ends. To highlight the high cost of health care she warned that
the $13 million will give coverage for only 100-105 individuals
based on the experience in the current high risk pool about what
it costs to provide nedical care for individuals. Sone states
have lower costs; Illinois' projections, for exanple, indicate
it would cost about $47,000 per individual as opposed to the
$130, 000 cost per individual in Al aska.

SENATOR PASKVAN asked why there's such a difference in cost
bet ween st ates.

10: 46: 44 AM

M5. HALL replied it reflects the cost to provide health care in
Al aska. She doesn't want to speculate on why it costs so nuch
nore, but Al aska does have the highest health care costs in the
nati on.

SENATOR PASKVAN asked if it's related to hospital charges or
doctor charges. He assunes it isn't prescription costs.

M5. HALL replied it's every elenent of the health care system
i ncludi ng prescription costs.

SENATOR DYSON opi ned that Senator Paskvan has highlighted a key
problem that this commttee at some point ought to pursue. He
nmentioned contributing factors including physician's costs,
transport costs, the requirenent for hospitals to treat
individuals regardless of their ability to pay, and the
resulting cost shifting that hospitals do to help pay for those
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unrecovered costs. He asked the chair to consider this for
future commttee work.

CHAI R DAVI S announced that Senator Thomas joined the neeting via
t el econf erence.

SENATOR ELLIS asked if she wouldn't be better able to answer the
guestions about why health care costs in Al aska are so high if
she had applied for the rate review grant and therefore had the
nmoney to study all the contributing elenments. He said he
understands the small market here and that carriers can wite
nore business in a single Lower 48 city than the entire state of
Al aska and he knows that she is obligated to naintain a healthy
market and to keep the 10 carriers that routinely threaten to
| eave. Qther states are trying to find out about all the
el ements that contribute to the cost of care in their states and
he finds it striking that Al aska didn't apply for the grant that
would help to answer those questions. He asked if she could
offer a better explanation for not applying for the nopney
because the conmttee is confronted with a lack of information
and understanding of the true costs of care and coverage in the
state and it's been very frustrating to the nenbers of this
committee on both sides of the aisle.

10: 52: 55 AM

M5. HALL explained that the Division of Insurance already does
rate reviews looking at the elenents and claim costs and they
feel that they have existing rate standards and resources to do
the kind of rate review that is required to |look at those
el ement s. She elaborated that the Division of |Insurance
currently collects an insurer's report of charges by CPT codes
[current procedural term nol ogy codes] so they already have that
kind of information to use. Wien they do a review they |ook at
claim costs and where the increases are. She noted that Senator
Ellis nmentioned transportation costs and those have dramatically
i ncreased.

The data collection is a different issue. She reiterated her
understanding that a restriction on the $1 mllion for rate
review was that only $50,000 could be spent on a data collection

center. That's a very limted anmount to truly have a data
collection center. Yes they could have hired a consultant to do
the work, but she doesn't believe it would cost the full $1

mllion. That was the problem because states weren't allowed to
apply for less than the full anount. Wile they could have used
sone of the noney she and others didn't feel they could use it
all because of the federal sideboards restricting the use.
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10: 55: 32 AM

SENATOR ELLIS encouraged her to consider asking the Legislature
for the noney that she thinks is needed to answer these
recurring questions.

M5. HALL replied she would consider that. She added that she is
al so seriously considering asking the Legislature for greater
statutory rate authority oversight. Part of the current
limtation is that they have general rating standards and the
ability to ask for actuarial justification in the event of a
conplaint, but she only has the ability to do prior rate
approval for Prenmera. She doesn't have the authority to do prior
rate approval for the other 9 conpanies that wite health
i nsurance in the state.

SENATOR ELLIS summarized that she can review the rates under
current statutory authority but she doesn't have any kind of
hammer to get the insurance conpanies to justify the rates
t hey' re chargi ng.

M5. HALL said that as the result of a conplaint she can ask for
the actuarial justification, but she can't do that prior to the
rate being used. She explained that Prenera files a rate wth
the division with all the actuarial justification, but they
can't use that rate until it's been approved and the division
goes through a fairly lengthy and conplex process before it
gi ves approval. But she only has that ability with Prenera; she
does not have that ability with any of the other 9 insurers that
wite business in the state.

SENATOR ELLIS said he |looks forward to the discussion and the
proposal fromthe adm nistration

10: 58: 32 AM

SENATOR PASKVAN summari zed that she believes that sonmeone in her
position would be appropriate to do sone consuner protection for
those rate applications

M5. HALL said absol utely.

SENATOR PASKVAN asked what percentage of Al askans are uninsured
and how that conpares to other states.

M5. HALL replied about 18 percent of Alaskans are truly

uninsured and that's not all that different from other states.
Uninsured rates are higher in sone southern states and others
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are single digit. She acknowl edged that she hasn't nmade
conparisons in awhile and perhaps sonmeone from HSS coul d provide
a better answer.

Moving on to the Web Portal topic, Ms. Hall confirnmed that while
it was a federal requirenent every state was required to provide
information for it to start. W did, but it took significant
Division of |Insurance resources to try to interpret and
i npl enment those requirenents.

She nentioned the topic Preservation of R ght to Mintain
Exi sting Coverage and explained that these are the grandfather
provi sions. Any coverage in place on March 23 2110 can stay in
pl ace unless they have changes, but the federal guidelines
indicate that those changes don't necessarily have to be
significant to |ose grandfathering status. It can include things
i ke a change in the contribution anounts.

11: 02: 55 AM
The topic Affordable Choices of Health Plans relates to the
exchanges that will be effective January 1, 2014. States that

are going to do an exchange nust have the plan in process by
January 1, 2013 so that the Departnment of Health and Human
Services knows the state is actually going forward. This is an
option and the division will go through an eval uation procedure
to determine if they want to manage an exchange as a state or
join with other states and have a regional exchange or let the
federal governnent do the exchange. There's a grant opportunity
for $1 mllion per state to fund a study of whether or not to do
t he exchange. The applications are due by Septenber 10 and there
are a nunber of workshops ongoing to provide information. M.
Streur is attending a neeting today, division staff attended a
2-day neeting in Washington D.C. |ast week, and she is going to
a 5-hour neeting in Seattle as part of the NAIC neeting next
week. There's a lot of discussion nationw de about exchanges and
the division is also getting solicitations from conpanies
claimng to be exchange experts. That will be the next thing
we' re doi ng, she said.

SENATOR DYSON nentioned a conversation they had several vyears
ago about giving people the option of purchasing health care
insurance from purveyors that don't reside in the state. He
asked if that relates to exchanges.

M5. HALL answered no; all policies can be sold through the

exchange. Prenera can sell through exchange or out of exchange
as long as the plans are qualified. The idea is to bring in nore
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conpani es that want to sell through exchange but it can be the
sanme conpanies that sell in the state today.

SENATOR DYSON clarified that his point was that it could also be
conpanies that don't sell in the state today. He recalls that
her reservation was that it doesn't allow her office to ensure
quality control because services purchased from a provider that
isn't here may or may not be very good. He asked if there is
sone criteria for joining the exchange and if she has confidence
in that process.

M5. HALL replied there are criteria. The policies being sold are
nore standardi zed and have 4 levels of benefits: platinum gold
silver, and bronze. They have to be qualifying plans and the
conpanies have to be licensed in Alaska to sell through the
exchange.

SENATOR DYSON asked if they would be under her purview.

M5. HALL said that's correct. The state of domcile is still the
primary regulator - and that's true today. Her concerns have
been making sure that a particular conpany follows Al aska
consuner protection laws. For exanple, Alaska has a fairly
strong patient bill of rights that is absent in other states and
she wants to be able to enforce that. She believes that
standards can be built in under these exchanges to provide
appropri ate consumer protections.

CHAIR DAVIS asked her to speak to the issue of insuring and
reinsuring early retirees age 50-64.

11: 07: 03 AM
M5. HALL said she believes that the Departnent of Adm nistration
wi |l address that part.

CHAIR DAVIS asked if coverage for preexisting conditions in
children is currently in effect.

M5. HALL replied it wll be in effect Septenber 23. She added
that it's part of that group of narket reforns that becone
effective on that date.

CHAI R DAVI S asked if she anticipates any problens in that area.

M5. HALL answer ed no.
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CHAIR DAVIS asked about insurance conpanies dropping clients
before a certain period of time or not picking themup if their
policy expired.

M5. HALL said no; sone states have reported insurance conpanies
no longer witing in the individual market, but she hasn't seen
that in Alaska and she isn't anticipating any problem

CHAIR DAVI S asked if it related to the age extension.

M5. HALL said yes, but probably nore with the preexisting
condition. The age extension probably isn't an issue in Al aska
because sonme of the conpanies already provide coverage until age
24 or 25.

CHAIR DAVIS asked if she's saying that when that goes into
effect the state is ready to go and there's no need to wait
until the next benefit year.

M5. HALL replied sone of the things go into effect wwth the plan
year so if sonebody's plan year was August the ability to do it
shoul d have gone into effect then. They wouldn't need to wait
until August 2011.

REPRESENTATI VE KELLER asked if these grants are specifically for
DHSS or should the Legislature be |ooking at the grant for the
Ofice of Health Insurance Consuner Information and Assistance
of Onrbudsman O fice since there's already a unique onbudsman
systemw thin the Legislature.

M5. HALL said the grant proposal that's currently available
isn't just for the Division of Insurance but that office has to
do those fairly defined things. She added that since those
services are for the nost part provided already, she would not
want to duplicate the services or have two different departnents
doi ng the same thing.

REPRESENTATI VE KELLER suggested she keep the thought in mnd and
he appreciates that she doesn't want to duplicate services or
create something that would |leave a hole once the noney goes
awnay.

11:11: 05 AM

SENATOR THOVAS asked if there are any requirenments or enphasis
on managed care for the high risk pool. He opined that it would
be hel pful for people who have a variety of diseases and don't
t ake care of thensel ves.
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M5. HALL said no. There are provisions that allow paynent in the
medi cal services part of a premum but there are no mandates
requiring people to take good care of thensel ves.

CHAIR DAVIS added that the new federal Act has a preventative
nodel and it has provision that mght address sone of those
i ssues. GCetting people into the system early helps to keep them
from becom ng chronic.

SENATOR THOVAS asked Ms. Hall if she has the staff to wite the
grant applications and inplenment the new prograns.

M5. HALL said she and 2 staff have done nobst of the work. She
explained that the Division of Insurance is a receipts-based
agency so they have never been involved in grant witing. People
in other departnments who do have experience with grant witing
have offered assistance and she believes they'|ll get there, but
it is a stretch of their resources. They tal ked about hiring but
finding sonmeone with the depth of know edge to be useful didn't
seem practical. She restated her belief that they can do the job
that's needed. Responding to a further question she said the
short answer is that it will work.

11:15: 45 AM
RACHEL PETRO Deputy Conm ssioner, Departnent of Adm nistration
informed the commttee that she and M. Shier will talk about

the state as an enployer with the nuances that the state is a
sel f-ensured enployer and it administers the Alaska Care Retiree

Health Plan that covers public retirees statewide. In both
instances the new |law applies differently conpared to Al askans
in general. She and M. Shier will walk through the provisions

they are aware of and where things are today. They provided a
FAQ handout on one of the nobst tal ked about provisions in the
new | aw - the dependent care extension to age 26. That is posted
on the website as well as information on a variety of
provisions. As new information conmes in it is posted so that
active nenbers and retirees have access to that information. It
changes frequently.

11:19: 41 AM
M5. PETRO continued to explain that people expected the new | aw
to inmpact all plans the same way, but it does not. In June DOA

received clarifying regulations indicating that the dependent
care extension provision does not apply to the retiree plan.
Because they get new information all the tine, they are being
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ci rcunspect about what they communicate because they don't want
to rai se expectations that can't be net.

PATRICK SHIER, Director, Division of Retirenent and Benefits,
Depar t ment of Adm nistration directed attention to the
spreadsheet entitled PPACA PROVISIONS | MPACTI NG THE STATE OF
ALASKA AS AN EMPLOYER and expressed his intent to wal k through
it top to bottom He explained that the State of Alaska is an
enployer and it also adm nisters the Public Enployees Retirenent
Syst em the Teachers Retirenent Syst em and the Judges
Retirement System He will proceed in that context.

One of the first issues is for break tinme and |ocations to be
made available for nursing nothers. This is a mandatory issue
and policies and procedures for that are in place. As an
enployer the State of Alaska already had such provisions in
pl ace, but not in witing so it wasn't difficult to put themin
writing.

11:23: 10 AM

Tenporary reinsurance for early retirees is the next item It
was the desire of law nmakers to stop what they view as the
decline in the nunber of retiree plans that were actually paying
for health care people who retire before they're eligible for
Medi care. One graph showed that it was high 20 percent headed to
md 20 percent. This programis tenporary and $5 billion was set
aside for it. Policy statements from the federal governnent
indicate that there is no intent to extend it. As fiduciaries
for PERS, TRS, and JRS DOA felt they should apply, because the
state's plans do cover nedical expenses for early retirees and
the plan pays 100 percent of those costs. The application was

submtted on July 3 and it will likely be nonths before they
know if the application is approved. To date they don't have the
format for submtting periodic applications they'll be required
to make for actual reinbursenent of funds. Those applications
will be data that substantiates eligibility and asks for

rei nmbursenent for a percentage of the <clainse as they're
el i gi bl e.

Elimnation of annual and lifetine limts is marked as conplete
because the enployee plan already did not have lifetine limts.
There are a nunber of provisions in the new | aw where the state
enpl oyee health plan already net or exceeded the requirenent.

Ext ensi on of dependent coverage up to 26 is mandatory for the

enpl oyee plan. The regulations stipulate that the first plan
renewal after Septenber 23 is the first time when plans nust
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i npl enent the provision. It can be done earlier. They are on
schedule to inplenent that change and there will be an open
enrol ment period to bring famly nmenbers on who are eligible.

Prohi bition of preexisting condition exclusion is a provision
that nust be inplemented no later than the first plan renewal
after Septenber 23, 2010. They are on schedule to do that. There
is a preexisting condition exclusion in the current active
enpl oyee plan and the retiree plan, but they were not used.

11: 27: 32 AM

Class Act - long term care insurance program is optional. They
have not exam ned that provision for inplenentation; a self-
funded long term care programis already in place for retirees
in PERS, TRS, and JRS. A nunber of retirees select that and pay
nonthly prem um on an ongoing basis. About half of the retirees
choose not to take that benefit. Gven that, they did not |ook
further at the option enployer program The long-term care
i nsurance programis destined to be fully participant funded and
not an enpl oyee benefit. The enployer's role would be Iimted to
payrol | deduction servi ce.

Reported value of health care benefits on W2s is the next item
Conmi ssioner Kreitzer directed the Division of Finance to start
reporting the value of health care benefits on pay stubs. The
process for capturing that value was already available and the
Division of Finance has said that the subcontractor that
provi des the software to produce W2s will be ready to inplenent
this January 1.

11: 30: 02 AM

There are provisions affecting health savings accounts, flexible
spendi ng accounts, and health reinbursenent arrangenents. Under
the active plan they wll be ready to notify individuals
effective January 1. Over the counter nedications will no |onger
be eligible as qualified reinbursenments for the flexible
spendi ng accounts. That's the device currently used for state
enpl oyees to set aside noney for health care benefits.

SENATOR DYSON asked what the limts are on what state enpl oyees
can do with health savings accounts and how nany are subject to
the bargaining unit agreenent.

MR SH ER replied that since the state currently uses only
flexible savings accounts that is the area on which they've
focused their analysis. It reduces the amount of nobney that can
be contributed to an FSA. He hasn't |ooked at the details for
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heal th savings accounts or health reinbursenent arrangenments so

he can't answer the question in the detail it needs. For
exanpl e, the retiree health program in the new defined
contribution retirement pl ans are heal th rei mbur senent
arrangenments and they want to make sure they fully understand
that going forward as well. He offered to provide the

information at a later tine.

SENATOR DYSON asked if they'd be subject to bargaining unit
agr eenent s.

MR SH ER said he can't speak to what savings arrangenments
they're operating individually. For the Alaska Care Plan, which
are the exenpts and the the supervisory unit, those provisions
are tied up in collective bargaining and they would expect that
to be a topic of discussion by the health benefits evaluation
comm ttee and in other venues.

SENATOR DYSON asked if the new federal Act supersedes bargaining
unit agreenments particularly those wth their own health
progr ans.

M5. PETRO said they have not analyzed the health trust and the
applicability to PPACA to their trust. Under the new | aw Al aska
Care enployees with flexible spending accounts will only be able
to put away $2500 per vyear instead of the current $5000 per
year. Wiile this doesn't inpact the enployer or the provider of
the benefit, it wll inpact enpl oyees.

11: 34: 07 AM
SENATOR DYSON said he and the other nenbers of the conmttee
woul d enj oy bei ng updated when the analysis is conplete.

REPRESENTATI VE KELLER observed that the FSA program as a reform
el enent and inportant cost control for health care in Al aska and
asked if she can do anything to challenge this change.

M5. PETRO replied they're not focused on challenging the |aw
they're scranbling to make sure they're in conpliance. It is an
interesting question and they're linmted in what they can do,
but they'd be happy to have a conversation.

REPRESENTATI VE KELLER said | egislators have to deci de whether or
not to continue with reform efforts or sit back and see what
conmes down the pike.

11: 36: 31 AM
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MR. SH ER continued his presentation. The wuniform notice of
coverage and other things like the effective dates have not been
fully analyzed by the division in terns of its duties as
adm nistrator of the Alaska Care Benefit package for active
enpl oyees and retirees. He said he'd just nane the rest and
point out that they are future effective dates and wll be
analyzed to conply as needed. These include: increasing FICA
taxes on earned inconme (enployer has no role here); enployee
notices regarding an exchange; nental health and substance use
di sorder services included in essential benefits package (they
don't have a clear view of what the group assigned to arrive at
the essential benefits package will produce); reporting to the
| RS of health insurance coverage (this is a future requirenent);
enpl oyer mandate to provide coverage and penalties for enployers
of fering coverage that is not sufficient (they have identified
sone issues with neeting the requirenents wth tenporary or
seasonal enployees); free choice vouchers (related to whether
the state is contributing enough for individuals to secure
heal th insurance at sonme mninmum |l evel); excise tax on high cost

enpl oyer sponsored health coverage - Cadillac tax that has a
2018 effective date (this will affect some individuals in both
the active and retiree health plan and the taxes will |ikely be

borne by the State of Alaska in the Al aska Care active plan and
the trust fund for the retiree plans which is a concern).

11: 39: 32 AM
The last item on the spreadsheet is the State of Alaska as
enpl oyer - enployee and retiree plans are assessed a tax of up

to $2. (They haven't seen the regulations on that but they're
estimating the inmpact will be about $160, 000 per year.)

11: 41: 00 AM

JON SHERWOOD, Medical Assistance Admnistrator, Departnment of
Health and Social Services directed attention to his handout
that is entitled Summary of Medicaid Requirements Included in
PPACA. He said he did not intend to describe each provision in

depth. The federal health care |egislation has and will continue
to have a substantial inpact on state Medicaid progranms and
Alaska is no exception. Many provisions in the |aw address
Medicaid but not all will have a significant effect on Al aska

O her provisions like the Cass Act and efforts to inprove the
community health system nmay have indirect inpact.

Providing sone framework, he explained that sone of the
provi sions are about the federal health legislation attenpt to
push toward universal coverage and providing a role for Medicaid
to fill in that push. The |legislation was broader than that
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attenpting to inprove the overall health care delivery system
pronoting prevention, and program integrity. Many of the things
he will describe cover a broad range of areas and wll have
something for Medicare, sonmething for private insurance, and
sonething for Medicaid. He enphasized that their analysis is
ongoi ng and that new policy regulations arrive daily. Wile the
effective dates are listed, not all are the practical effective
dates. Sonetinmes they're the date that the federal authority can
nmove forward to issue guidance. Qur date will be when they give
gui dance on what to do and in some cases we w Il have wait for
regul ations or further clarification before we act, M. Sherwood
sai d.

MR, SHERWOOD said the maintenance of effort provision prevents
states from reducing Medicaid eligibility standards until the
mandated health insurance provisions of the |aw becone
effective. It's a longer period for children.

The Medicaid budget at the state level will be less flexible
moving forward in terns of choices to inplenent cost containnment
strategies. Eligibility has historically been one of the |ess
used strategies, but it has been inplenented in the past.

The universal coverage provision is the centerpiece for Mdicaid
in the law. Beginning in 2014 a new Mdicaid category of
eligibility is created for legal residents under age 65. The
income standard is 133 percent of poverty with a mandatory 5
percent disregard so it's essentially 138 percent of poverty.
For this group the state-specific incone disregards would not
apply. The nost significant in Alaska is the permanent fund hold
harm ess di sregard. The state Medicaid office has wused
provi sions of federal law to exenpt the permanent fund dividend
in order to conply with state statute. This is an area that wl|
need analysis to determne the real inpact. If nore people have
to be noved into a hold-harm ess program it would conme out of
t he dividend paynent pool. Right now the inpact is unclear, but
this coverage group has no asset test and is unique in Mdicaid.
It represents a radical break from existing Medicaid eligibility
because it's not categorical in nature. The other eligibility
categories require the individual to be aged, blind, disabled, a
child, pregnant, or a caretaker relative of a dependent child.

Putting the pieces together - people over 65 are Mdicare
eligible and there are special |owincome Medicare savings
provisions in Medicaid that assi st | ow-i ncomre  Medicare

recipients. There are existing Medicaid categories and this
brings in the pool of able bodied childless adult who don't fit
into the current nedical assistance framework. This category
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does require steps to ensure that an individual did not already
fit into another Medicaid category.

11:49: 45 AM

Virtually everybody in the Chronic & Acute Medical Assistance
(CAMA) program would probably be covered by this group in
Medi cai d. This program provides drug assistance for people with
certain chronic conditions who do not fall under Medicaid. Based
on current data this wll probably add about 30,000 people to
the program This will have a substantial inpact on the program
but it would be relatively straightforward and they'd do nore of
what they're currently doing.

Referencing the bottom of page 2 he pointed out that one
provi sion of the new |law requires the use of a new definition of
income called nodified adjust growh income (MAG). This shifts
inconme counting rules from longstanding principles devel oped
specifically for low incone entitlenent progranms to rules based
on the federal tax code. This nmakes a |ot of sense when you're
trying to integrate a seanless transition from Medicaid to the
health insurance exchanges. It provides a nore comonly
understood framework for doing eligibility determ nations for
the arcane rules of Medicaid, but it's a radical change for the
way the state Medicaid office has to do busi ness.

At the system level this neans training staff and receiving
gui dance to answer literally hundreds of unanswered questions.
For exanple, a lot of the tax policy isn't witten to nmake a
nmonthly income determination. It will be a big challenge to be
on schedule to inplenment this in 2014. To date they don't have
any needed guidance and it's unclear when it wll be
forthcom ng.

11:52: 30 AM
SENATOR DYSON asked what the follow ng statement neans: "States
will be prohibited from applying any asset or resource test for

pur poses of determining eligibility."

MR. SHERWOOD replied it does not matter how nuch noney or
property you have. The state Medicaid office |ooks at your
income as defined and it's usually nobney you're receiving in a
particular tinme period. Now they do a nonthly incone
determ nation |ooking at the noney they expect an individual to
receive in the future nonth.
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SENATOR DYSON asked if a nultimllionaire's other assets would
disqualify himher even if his/her definable inconme flow
qual i fied hinf her.

MR. SHERWOOD replied the sinple answer is a tentative yes. The
way income is actually defined may be nore conplicated than
that, but he can conceive of situations where people could
qualify.

REPRESENTATI VE KELLER asked for confirmation that 30,000 new
people comng into the systemis just a best guess.

MR. SHERWOOD agreed it is a best guess at this point in tine,
but they will be refining that estimte going forward based on a
vari ety of circunmstances. The nunber of people who will elect to
use the exchange rather than Medicaid, for exanple.

REPRESENTATI VE KELLER observed that it's clear that the nunber
is going up so sonme budget will go up

11: 55: 38 AM

MR. SHERWOOD said he'll provide nunmbers at the end of the
presentation. Continuing, he said he expects this change in the
nodi fied gross adjusted inconme calculation to be the biggest
single change in Medicaid eligibility that he's seen in his 30-
year career. It's not clear what kind of radical nodification of
the eligibility system mght be required to seam essly interface
with the health insurance exchange.

Ref erencing the top of page 2 he said another mandated change is
coverage of all kids ages 6-19 up to 133 percent of poverty.
We've already nade this change, he said, but a portion of that
popul ation is covered under the Medicaid CH P expansion. Right
now it looks like 3,700 kids will nmove from the CH P Medicaid

for with the state receives a higher match, to the regular
Medicaid. In addition, the kids who age out of foster care while
on Medicaid continue to be eligible up to age 26. M. Sherwood
described this as a parallel provision to the one that allows
children to remain on their parents' health insurance until age
26. The summary indicates that the CH P authorization 1is
extended and sone of the |anguage anticipates further extension.
He noted that there will also be enhanced funding for CH P

There are other changes to the eligibility process. Presunptive
eligibility for hospitals would allow hospitals to nmake
prelimnary eligibility determ nations. Presunptive eligibility
is valid for a certain period of tinme until the state can nake
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its own determ nation. Adm nistratively these are very
cunbersone to manage because it entails taking eligibility from
outside sources in order to enter it into your system to pay
claims. Follow up is then required. The |aw nandates sone
spousal inpoverishnment protection that Al aska currently uses.
They will continue to nonitor this.

11:59: 39 AM

The next provisions cover a range of health information that
i nposes standards or requirenents on Medicaid including
enrollment sinplification, health information technology, and
standards and protocol. They will try to keep up with these as
the guidance conmes out. This ends the CHP enrollnent
performance bonus effective in 2013 and it's difficult to
estimate the inpact. The federal governnent still hasn' t

provided «clarification about how they should account for
spendi ng the bonus noney they already received.

The state's CVS agency is keeping up with all areas of guidance
it needs for both the Medicaid program and the Medi care program
The bulk of the health care reform requirenents fell under that
agency's purview,

The descriptions of the nandated services are nostly mninal
i npacts on Al aska because they're already doing it or sonething
simlar. This includes things |ike tobacco cessation and paynent
for free-standing birthing centers.

12: 02: 53 PM

The provision on hone and conmunity-based services requires the
federal governnent to issue reqgulations setting standards for
long term care systens. Until they see those requirenents it's
hard to know the inpact, but the federal government's track
record in this area hasn't been great. The fear is that they'l
be subject to m cromanagenent and a |lack of flexibility.

Starting next July they have to figure out a way not to pay for
health care acquired conditions. The statute appears to be a
little broader than hospitals and they're still [Iooking for
clarifications to ensure that everybody is included that's
appropriate. At the national level, the disproportionate share

of hospital paynents wll be reduced and the assunption is that
hospitals wll serve fewer uninsured people. They don't
anticipate that it wll inpact Al aska's current use of these

f eder al funds because the state has never wused its ful
al | ocati on.
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Page 6 lists a nunmber of fraud, waste, and abuse provisions.
Sonme have analyses pending under the description, but that
doesn't nean they aren't thinking about and working on them

SENATOR DYSON asked to be wupdated going forward and said he
hopes to see Alaska's fraud investigation and screening
enhanced.

12: 06: 07 PM

Ref erencing the bottom of page 6, M. Sherwood said sone of
these issues are significant. The Medicaid prescription drug
rebate system has changed. Currently there are mandatory rebates
that drug conpanies have to provide for the Medicaid program
And sone states have negotiated additional rebates from drug
conpanies for giving certain preferences in their coverage
policy. Essentially, the federal government has increased the
mandat ory mandate and they keep the extra noney from that. That
will Iikely decrease the state's supplenental rebates because
drug conpanies likely wouldn't want to pay nuch of a suppl enent
if they were paying nore in the mandatory rebate. On Thursday
the federal governnent will hold a neeting addressing in greater
detail how this will be inplenented.

12: 08: 10 PM

MR. SHERWOOD sai d phasing out the donut hole in Medicare part D
doesn't have a direct inpact on Medicaid but it's an issue his
office continues to nonitor. Wen the State of Al aska
i npl enented Medicare part D it was required to nake claw back
paynents to help offset the cost of Medicare part D for people
who have dual eligibility. Prior to Medicare part D the state
provided the drug coverage for "dual eligibles.”" Cenerally
states feel that part of that was to pay for things that were
uni quely provided to the dual eligibles and if the donut hole
cl oses and becones sonething that is available to all Medicare
reci pients then maybe Medicaid shouldn't have to pay so nuch.
Part of what the state pays for in the claw back paynents is the
fact that dual eligibles are not subject to the donut hole. They
have special provisions including |ower co-paynments and they're
not subject to the donut hole. If that becones a broad-based
benefit the question is if states should have to pay as much in
their claw back paynents, but nothing in the law specifically
addresses that.

The class act wll be a voluntary, self-sustaining, long-term
care insurance system Medicaid is a mjor payer of long-term
care insurance so that wll have some potential effect. They
will have to figure out how Medicaid wll interact with class
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act benefits. Also, Medicaid gets sonme new responsibilities in
terms of oversight of the home and community-based service
system These are things that sound wi se on paper but it's not
cl ear what those responsibilities really nmean or how nuch effort
it will take to keep up with them

Significant federal nmoney wll go into the expansion of
community health centers. They play an inportant role in
providing health care in many areas of Alaska so this could have
direct inpact, both increasing access and increasing the work
| oad as CHSs typically bill Medicaid as one source of incone. As
access i s expanded costs nay go up in the Medicaid program

Page 8 describes grants and options for Medicaid that are mde
avai lable through the new law. They'll need to look at the
fundi ng opportunities, figure out what they nean, and determ ne
how relevant they mght be to Alaska. There's an option to
provide famly planning services to |ow incone individuals under
Medicaid as a stand-alone service group not the full range of
services. A nunber of states do it through denonstration waivers
but that's not necessary. It's generally seen as a health
pronoti on, cost managenent  proposal as Medicaid agencies
typically cover |owincone pregnancies and health care for |ow
i nconme children

12: 13: 56 PM

The early expansion option relates to the new big category of
wor ki ng adults, childless adults, |owinconme adults he nmentioned
earlier. States have the option to expand earlier. As previously
menti oned the Medicaid program spends noney through the CAVA
program on a subset of fol ks who would be covered here. Another
significant area where Medicaid spends noney would be their
grants for behavioral health services. Many behavioral health
service recipients would fit into this group so there mght be
opportunities for refinancing here. The analysis for this has
j ust begun.

It's taken a lot of work to identify and understand the

mandatory changes and while they wll continue to exam ne the
opportunities presented by these options but it's a work in
progress and there wll be challenges. Adding staff stil

requires tinme to bring them up to speed with the prograns.
Anot her option they'll be looking at is providing health hones
to enrollees for chronic conditions. They will be |ooking for

guidance to see if this option fits. The opportunity for a
denonstration project to allow paynment to private institutions
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for nmental disease is likely not an option because Al aska
doesn't have a qualifying institution.

12:17: 08 PM

The prelim nary budget inpact of the expansion for adults to 133
percent of poverty - effectively 138 percent with the mandatory
5 percent disregard - shows a savings for being able to absorb
CAMA into this group. It also shows a projected savings for the
increase in federal funds for CHP. It's a short-term increase
over 4 years and it phases in and out over that period. The

i mpact of the drug rebate will increase Medicaid s costs by $7.5
mllion. The net cost to the state is projected to vary through
the 7-year period from about $65 mllion up to about $18 mllion

by the end of the period. The fluctuation is based on the CHP
increase and also that there is no cost to the state the first 3
years because the federal governnent pays 100 percent of the
cost of expansion. In 2017 Medicaid begins to pay a percentage
and it's substantially higher than the regular federal nedica

assi stance percentage (FMAP). Overal | it wll bring in
substantial federal funds to the Medicaid program by 2020 it
will be over $190 milli on.

12:20: 07 PM
REPRESENTATI VE KELLER asked if the changes in the expenditures
i nclude the adm nistrative costs.

MR. SHERWOCOD answered no; it's just the changes in the benefits.

SENATOR PASKVAN referenced the comrent on page five that says
Al aska does not have a reporting requirement for health care,
acquired infections, or conditions. He asked if there is a
recommendation that Alaska have a reporting requirenent, if
there is a nodel state to look to, and if that's a good step
toward consuner protection

MR. SHERWOCOD offered to provide the information later. He added
that in his tenure hospital reporting has been controversial
because of the adm nistrative burden to the facility versus the
benefit to the state.

12:22: 44 PM
CHAI R DAVI S recessed the neeting until 1:30 p. m

DENALI KI D CARE (SB 13)

1: 37: 34 PM

SENATE HSS COW TTEE - 40- August 3, 2010



CHAIR DAVIS reconvened the neeting at 1:37 p.m [The business
before the committee was to hear a presentation on Denali Kid
Care. ]

1:38: 17 PM

JON SHERWOOD, Medical Assistance Admi nistrator, Departnent of
Health and Social Services (DHSS) said that after the governor
vetoed SB 13 a nunber of questions cane up about other options
under Medicaid or CH P to expand coverage w thout raising the
sanme abortion issues.

The answer is yes there are other options to expand coverage.
Under CHI P an expansion would indirectly include pregnant wonen

under the coverage of wunborn children as well as expanding
coverage of <children of pregnant wonen under the Medicaid
program However, it doesn't obviously provide a different

result wth respect to abortion. He explained that under
Medicaid and CHI P federal |aw, nost abortion coverage is already
excluded through the Hyde anendnent that Iimts abortion to
cases of rape, incest, or jeopardy of the life of the nother.
But wunder Alaska case law, if the state provides nedically
necessary services to pregnant wonen it must include coverage of
nmedi cal |l y necessary abortions. Al aska courts have found that a
| ack of federal funding or a specific appropriation to pay for
abortions is not a legitimate basis for the state not to pay for
abortions. Essentially, if the state operates a Mdicaid or a
CH P program that provides health care services to pregnant
wonen, nedically necessary abortions have to be included under
that coverage. The difficulty is that there is no statutory
definition for "nedically necessary."

1:41: 26 PM

MR. SHERWOOD said that any tinme you take a new approach to
coverage, it opens the possibility to re-litigate the issues and
you may conme to a different conclusion. Also, there may be
alternatives that aren't as obvious. He said he wants the

conmmittee to be aware that the governor instructed the
Department of Law to analyze all possible options including
| ooking at other states that have limted coverage of abortion
services. This will take at |east 3 nonths.

CHAIR DAVIS announced that Senator Dyson had rejoined the
committee and a quorum was present.

REPRESENTATI VE Cl SSNA observed that she has seen the term nol ogy

"abortion" also used in cases of mscarriage and she wonders if
that figures into what happened [with respect to the veto of SB
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13.] Both are the end of a pregnancy but in one case it's beyond
the woman's control. She asked if this is a possibility.

MR. SHERWOOD said he is not an expert on nedical termnology

but when they talk about coverage for abortion, it is
specifically about a procedure that is not a follow up to
m scarriage or a natural ly t erm nat ed pregnancy. Hi s

understanding is that those necessary procedures are coded
differently than for those services that they pay for from state
general funds under court order. He asked if he'd answered her
guesti on.

1:46: 58 PM
REPRESENTATI VE Cl SSNA replied maybe we need a doctor for this.

MR. SHERWOOD said you might need a doctor to parse out the
different procedures that are provided in different situations
and for different causes. He offered to provide nore clarity in
a follow up.

CHAIR DAVIS asked if his statenent that they code various
procedures differently is accurate because her understanding is
that abortions or other various procedures like giving pills to
prevent a pregnancy are all coded together. She asked if that's
true.

MR. SHERWOOD said the staff who oversee nedical clainms have said
that the statistics they devel oped were coded using codes that
applied only to Medicaid s coverage of therapeutic abortions -
not to procedures that would be a follow up to a m scarriage.
Because he isn't an expert on coding he said he wasn't
confortabl e el aborati ng.

CHAIR DAVIS said she would like it clarified in witing how many
codes are used.

MR. SHERWOCD said he can provide a list of the codes that go in
this category. He clarified that in addition to codes for
different procedures, there are codes for health care services
that support a therapeutic abortion that nay get included when
t hey set aside noney around their expenditures on abortion.

1:50: 48 PM

CHAIR DAVI S asked if he had ideas on how the commttee m ght be
able to look at what other states do in terns of abortion
conpared to the Denali Kid Care programto see if another system
m ght help Al aska | ook at a new way for doing procedures.
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MR. SHERWOOD said the governor has asked the Departnent of Law
(DOL) to do that analysis. H's understanding is that a |ot of
what works in a particular state depends on the provisions in
the state constitution, which is why DOL has been charged wth
t he task.

CHAIR DAVIS recognized that Senator Thomas and Representative
Seaton were participating via tel econference.

SENATOR DYSON asked if there is a way to withhold benefits from
sonmeone who has behavioral problens and over a |long period of
time refuses to deal with that.

MR. SHERWOOD said his wunderstanding is that the only way a
covered service mght be withhold from an individual is if they
were found to be inconpetent and that is outside the scope of
the Medicaid program In those cases a referral would be made to
either Adult Protective Services or Child Protective Services.

SENATOR DYSON said he assunes that nothing in the new federa
| aw adds incentives or penalties for that.

MR. SHERWOOD replied he isn't aware of anything in the Medicaid
program but there are incentives to encourage preventative
care.

1:54:18 PM
SENATOR DYSON asked if anything in the new |aw enhances the
ability to elimnate the m suse of pain nedications.

MR. SHERWOOD replied he doesn't know of anything in regards to
Medicaid. He offered to follow up to find out if he's overl ooked
anyt hi ng.

SENATOR DYSON said his question was pronpted by a pharmacist's
comment about abuse of the system with respect to Oxycontin.
He's also told that sone professionals are notorious for witing
prom scuous prescriptions for psychoactive pain nedication.

MR SHERWOOD said there are a number of controls over those

medi cati ons in t he Medi cai d program i ncl udi ng prior
authorization and a point of sale systemto identify attenpts to
fill a prescription nultiple tines. It's an area of concern and

they are constantly on the |ookout for ways to inprove
oversi ght, he said.

SENATE HSS COW TTEE - 43- August 3, 2010



SENATOR DYSON asked if the point of sale systemis in place and
wor ki ng.

MR. SHERWOOD replied it is in place for Medicaid transactions.
SENATOR DYSON asked about non Medicaid transactions.

MR. SHERWOOD said he can't speak to other payers, but the Board
of Pharmacy has received a grant to devel op a database for these
ki nds of drugs. He said he didn't know the progress.

1:57:41 PM

CHAIR DAVIS asked if he'd |like to speak to not having a
definition for "nedically necessary" and if perhaps it should be
in statute so everyone is on the sanme page when using the
t er m nol ogy.

MR. SHERWOOD responded that's part of the |egal analysis that
DOL i s doing.

CHAIR DAVIS asked Ms. Kraly if she'd like to enhance anything
M . Sherwood sai d.

STACIE KRALY, Chief Assistant Attorney GCeneral, Departnent of
Law (DOL) explained that DOL has been instructed by the
governor's office to do a conprehensive review of the options
avai |l abl e under the Medicaid programrelated to the expansion of
services as well as the coverage exclusions such as the use of
state general fund noney for abortion services. Part of that
evaluation will be to look at each state programto see how each
one deals with these issues but the analysis will rest on an
eval uation of each state's constitution and how it relates to
this state's constitution.

In addition, she said, DOL will conduct a conprehensive review
of the definition of "nedical necessity."” Medicaid services and
nost ot her health care services are predicated on a
determ nation that the service is nedically necessary. Part of
the analysis will be to look at the states that do and that
don't have a definition and then they'll look at whether the
definitions are global or limted to specific services such as
reproductive services. They'll also evaluate how and if a
definition would be nmedically appropriate in the state of Al aska
in terns of the state consideration, case |law, and other things.
One consideration is that when a definition of nedical necessity
is created, it would apply to all services in the Medicaid
program not just reproductive services.
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2:01: 35 PM

M5. KRALY said DOL decided to wait until after this neeting to
roll up their sleeves and get started in case there are further
instructions, but they intend to report to the governor as
qui ckly as possi bl e.

SENATOR PASKVAN wondered if there's a definition for "nedica
necessity" in the nedical profession as opposed to the |egal
pr of essi on.

M5. KRALY said the distinction will be a consideration. The
probl em she and others in her office have is that Medicare is
adm nistering a nedically-based program but it's managed through
statutes and regulations so a nedical definition has to dovetai
into a | egal franmework

SENATOR PASKVAN said he'd like to know if the analysis
di stingui shes between a nedical definition of nedical necessity
and legislative definitions of nedical necessity on a nationw de
basis. The Anerican Medical Association, the Anerican Pediatric
Associ ation and others may weigh in on the issue.

MS. KRALY said she made note of that.

SENATOR DYSON said a half dozen reports have been done about the
things that are done for "nedical necessity” and evidence
indicates that it's been used by sone as a real |oophole. Wose
definition of how big a |oophole has driven folks |ike hinself
who have reservations about the prom scuous use of abortion to
be concerned. There's a long history of people trying to westle
through this issue on both | evels, he said.

REPRESENTATI VE KELLER asked what is different this tine about
what the governor has instructed DOL to do versus what's been
done before.

M5. KRALY said the difference is that the question has been
raised in the context of the veto of SB 13 and the issue is a
bit nore conprehensive. If you define nedical necessity you
define it for all purposes as to the Medicaid program so DOL
needs to evaluate whether it's possible to narrow the definition
for different types of procedures. They wll also |ook at how
other states have dealt with the issue of public funding for
abortion services in light of the Hyde Amendnent and specific
state constitutions. Part of that will be to evaluate how states
have progressed subsequent to passing |egislation.
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2:08:14 PM

M5. KRALY said what they've been asked to do wll take
considerable tine and resource allocation is an issue. She wll
be the primary attorney working on this and she'll balance it

with the nyriad of other tine-sensitive health, safety, and
wel fare issues that take priority over a research project.

CHAIR DAVI S referenced the increase in CH P funding and observed
that it mght be feasible to bring in all wuninsured children
with the new noney fromthe federal governnent.

MR. SHERWOOD said the noney he talked about this norning is a
special tinme-limted enhanced match rate that would reduce the
requirenent to provide a state match. So a bargain may be had
for awhile, but barring any change in federal |aw they'd go back
to the regular match rate begi nning in 2020.

2:12:31 PM
CHAIR DAVIS asked if he had ideas on how to change the program
next year to keep the same thing from happeni ng next year.

MR. SHERWOOD said he believes that the driving force behind the
Department of Law review is to |ook at options that may satisfy
the concerns of the governor and at the sane tine address the
intent of SB 13, to expand coverage for pregnant wonen and
children. It would be premature to coment on specifics.

CHAIR DAVIS asked if it would be premature for him to give an
opinion about the ideas that M. OCberneyer presented to him
about how sone states are handling their prograns.

MR. SHERWOOD said they did review that meno and he did outline a
nunber of different options that are available under CH P for
expandi ng coverage for the pregnant wonen option or the unborn
child option. Their prelimnary analysis is that neither option
gets around the issues raised by Al aska Suprene Court deci sions.
Neither would be a secure solution to avoid the issue of
covering abortion.

2:16: 02 PM
SENATOR PASKVAN asked what other areas of nedicine she's | ooking
into that the definition of medical necessity would apply to.

M5. KRALY expl ained that as they | ook at how other states define

medi cally necessary services they'Il analyze whether or not
other states' definition is limted to reproductive services or
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if it's nore of a global definition. She continued to say that
if they can agree on a definition of nedical necessity, it wll
have to apply across the entire program so the question is
whether or not it's over inclusive or wunder inclusive. She
doesn't want to create unintended consequences for the Medicaid
program going forward and lawsuits for the state. She asked if
t hat answered his question.

2:19: 06 PM

SENATOR PASKVAN replied it piggybacks on his earlier question
about other organizations that my have defined nedica
necessity within a particular field. He said he's trying to
determine how rmuch latitude the definition gives the
practitioner conpared to the politician. It'll be a lot of work
for you, he added.

M5. KRALY agreed it will be conplicated.

CHAIR DAVIS noted that M. Sherwood said that the governor asked
the Departnent of Law to begin working this about a nonth ago
She asked if that nmeans they will be finished by Novenber.

MR. SHERWOOD said he becane aware of the request within the |ast
month, but he would defer to Ms. Kraly as to when the analysis
will be finished.

M5. KRALY said her office received the request from the governor
within the last ten days and at that tinme she estimated it would

take 3 nonths to do a conprehensive analysis and then it will be
the governor's prerogative whether or not to release the
information. Wile she can't promse that it will be finished by

Novenber, she does hope that her part will be conpl eted.

2:21:53 PM
CHAIR DAVIS said she'd like the information before she presents
a bill again next session so there wouldn't be any

m sunderstanding and it would have a better chance of being
signed into law. But she understands that she's saying that it's
privileged conmmunication and that the governor may or nay not
rel ease the information.

MS. KRALY said that's correct. They'll have to wait and see how
that plays out, but she believes that the governor's office is
eager to find a solution to this issue. That's why DOL was asked
to look into this and hopefully conme up with recommendations for
statutory changes, new legislation, and/or a regulatory process
to achieve a different result than what happened recently.
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2:24: 30 PM

MR, SHERWOOD clarified that DHSS did not attenpt to deceive
anyone or withhold information, but they did fail to ensure that
the governor's office adequately understood the inplications of
the Suprene Court cases.

RANDI SWEET, United Way of Anchorage (UWA) stated that the
United Way of Anchorage has and continues to support the
i ncrease of coverage for Denali Kid Care. Kids who don't get a
healthy start have nore difficulty succeeding in school and in
the long run the community suffers. Famlies that are struggling
to survive should not have to choose between housing or food or
heal t hcare. Nor should they face bankruptcy because of nedica
bills. Increasing coverage is a relatively small investnment for
the state, but it will inprove the lives of 1,300 children and
225 pregnant wonen. Increasing coverage is the right thing to do
and a sound community investnment. She concluded saying that
United Way of Anchorage will continue to work with the governor
and the Legislature to find a solution to increase the Denali
Kid Care coverage.

2:29: 25 PM

DAVI D MASUO, representing hinself, said he began working for the
Division of Public Assistance in 1989 because he wanted to help
people. In 1999 he was one of the first workers to be hired for
Denali Kid Care. At that tinme the incone guideline was based on
200 percent of the federal poverty level. For people that had
i nsurance, it was 150 percent of the federal poverty level. He
expressed his personal feeling that the percentage is unfair to
children because all children should be covered.

In 1998 Governor Know es saw the CH P program in another state
and directed DHSS to develop a simlar program within 6 nonths.
M. Sherwood was in charge of policy and had the responsibility
of establishing the rules. Denali Kid Care was a fantastic
program he said. It allowed the state to pay less for health
care if a child met the CH P inconme |level as opposed to the
Medi caid i ncone | evel, but Medicaid was the basic payer.

MR. MASUO related that U S. Senator Frank Mirkowski told him
that Denali Kid Care was a wonderful program and he'd never
touch it, but within 6 nonths of becon ng governor he froze the
program and dropped the incone level from 200 percent of the
federal poverty level, which hurt a lot of kids. Wwen he was a
state enpl oyee he couldn't say nmuch but now that he's retired he
can openly state that he's an advocate for Denali Kid Care.
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He expl ained that Medicaid does not pay for abortions, but it
does pay for all procedures up to the term nation of pregnancy
based on an abortion. It also pays for care for 2 nonths after
t he pregnancy ends. He said that while he doesn't like the idea
of abortion, he doesn't believe that he or any other man has the
right to tell a wonman that she can't have one.

MR. MASUO said it hurt when SB 13 was vetoed and he told the
governor that the information he received was wong. Even when
the procedure is nedically necessary a physician has to junp
through nore hoops than you can imgine because Medicaid is
reluctant to pay even in that circunstance. In fact, the state
pays for the procedure, but not the pre care or the post care.
In conclusion M. Masuo said he made a special trip to Anchorage
today specifically to speak in support of Denali Kid Care.

2:44: 25 PM

SENATOR DYSON asked how the Legislature should decide what the
optimum incone level is for a famly to receive coverage under
Denali Kid Care.

MR. MASUO replied he doesn't know what the |limt should be, but
his personal feeling is that every child should be given the
option for Denali Kid Care because preventative care is nuch
| ess costly than after the fact care.

SENATOR DYSON said this program is designed for Kkids whose
parents can't afford mnimum nmedi cal care, but there has to be a
rational process to determne what the optinmm incone |evel
shoul d be.

MR. MASUO suggested nmatching whichever state has the highest
| evel. For exanple, if Mnnesota has 300 percent, Alaska should
as wel | .

SENATOR DYSON commented that presupposes that M nnesota has a
process that even you with all your experience can't figure out.
He added that he rejects the prem se that you can't stand up for
a group unless you're a part of it because many of the advances
in human rights around the world have been made by people who
were | oathe to fight for the rights of others who were different
t han t hey were.

2:51: 27 PM
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SENATOR PASKVAN asked himto estimate the number of Al askan kids
that would not get appropriate nedical care if the qualifying
| evel were 200- 250 percent.

MR. MASUO replied he doesn't know the nunbers, but when the
| evel was 200 percent they got a good group of kids and at 250
percent they would have gotten an even l|larger group. He said he
woul d I'ike the notion of insurance to be renoved because it's a
hi ndrance to parents that have purchased it. He cited an
exanpl e.

2:55: 03 PM

CHAI R DAVI S described Denali Kid Care as a wonderful and proven
program and said she would like to nove forward from the 175
percent level. For 4 years she's introduced |legislation to raise
the inconme |evel to 200 percent of the poverty |evel percent and
when it passed the inconme |evel was reduced to 175 percent and
that's where it stands today. She said she plans to introduce
the legislation again next year and hopes to work out the
differences. At this point Alaska is near the bottom and is one
of just three states that have a standard that is |less than 200
percent. W need to do everything possible to provide insurance
for those 30,000 uninsured Al askan children who could qualify
for this program she said.

SENATOR PASKVAN asked if there is any way to analyze how many
kids are not receiving appropriate nmedi cal care.

MR, SHERWOOD said the biggest stunbling block 1is getting
information about people's inconme if their care isn't
conpensat ed.

2:59:10 PM

SENATOR PASKVAN said he's just trying to figure out how to
anal yze how many kids aren't getting care at a particular incone
| evel .

MR. SHERWOOD offered to do a denographic analysis to estinate
the nunber of kids that will fall wthin the different incone
bracket s.

CHAIR DAVIS thanked everyone who participated and said the
committee will continue to work to find resolution to this
problem She added that it is indeed a problem when a state |ike
this can't cover its wuninsured children because the state is
certainly capable of doing so.
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3:02: 22 PM

There being no further business to cone before the commttee,
Chair Davis adjourned the Senate Health and Social Services
Standi ng Conmittee hearing at 3:02 p. m
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