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PCSI TI ON STATEMENT: Testified and answered questions during the
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ACTI ON NARRATI VE

12: 03: 01 PM

CHAI R LORA REINBOLD called the Administrative Regul ation Review
Commttee nmeeting to order at 12:03 p.m Representatives Hawker
and Reinbold and Senator G essel were present at the call to
order. Representative Tarr arrived as the neeting was in
pr ogr ess.

Presentation: Affordable Care Act

12: 05: 26 PM

CHAI R REI NBOLD announced that the first order of business was
t he di scussion of the Affordable Care Act (ACA).

CHAI R REINBOLD related that the Adm nistrative Regul ati on Review
Commttee had been hearing people around the state talk about
the ACA and its inpacts on Al aska and Al askans. She said the
program is in its twenty-ninth day and problens have arisen,
such as Federal Exchange glitches wthin its reported 500

mllion lines of code. She remarked that according to The New
York Tines, that is "nore than Apple OSX, Wndows XP, Facebook
Li nux, and Google Chrome web browsers conbined." She offered

her understanding that mllions of people potentially may not be
able to keep their current insurance. For exanple, she stated:

Al ready, Kaiser Health reports that Florida Blue is

termnating about 300 policies - about 80 percent of
its i ndi vi dual policies in the state; Kai ser
Permanente, in California, has sent notices to 160, 000
people - about half its individual business in the
state; Hi ghmark, in Pittsburgh, is dropping about 20
percent of its ... custoners; ... Independent Blue

Cross, the major insurer in Philadelphia, is dropping
about 45 percent; Blue Shield of California sent
roughly 119,000 cancellation notices in md-Septenber
- about 60 percent of its individual businesses.

CHAIR REINBOLD said the new plan is "being proposed to offer
broader benefits,” and that in many cases increased benefits
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| ead to higher costs. She enphasized the inportance of nurses
and physicians' assistants (PAs) in providing patient care.

12: 07: 41 PM

[Due to technical difficulty, the sound was not recorded for
| ess than 30 seconds; however, no testinony was |ost.]

12: 08: 28 PM

JYLL K GREEN, Advanced Nurse Practitioner (ANP), nyHealth
Clinic, stated that [the Affordable Care Act] is brought up by
her patients five or six tines a day, and she opined that "the
education of the public in Al aska has been poor at best."” She
indicated that [nyHealth dinic] printed out a one-page
reference to the healthcare.gov web site, and she expressed
amazenent that so many of her uninsured or underinsured clients
are unaware of that source for information. She said she knows
ot her states have provided information for their residents, but
opi ned that Al aska as a whol e has done a poor job of getting the
word out to Al askans as to how to navigate the new | aw.

MS. GREEN said she wants to believe that the goal of the ACA is
to increase patient access to health care, inprove health care
outcone, and restrain escalating health care costs; however, she
said she thinks there are underlying agenda threatening the
effectiveness of the law. She stated, "A |lot of people want to
tal k about insurance conpanies making noney off of this, and
while that may be kind of off to the side and the stock prices

may or may not have risen, | don't think | should say nore on
the positive side of what the law could do for us and what we
need to do to get the vision that it's trying to create.” She

said she does not feel that the current plans in place are
hel ping to achieve the goals of the ACA Further, she stated
that as a small business owner, she is unsure how she is
supposed to inplenment and afford all the changes effected
through the Act. She said that with 8,000 people under the care
of her practice, she does not think it is fiscally feasible to
inplement a lot of the changes recomended to obtain a healthier
popul ati on.

M5. CGREEN said the patient-centered nedical hone is one concept
that has been brought up repeatedly in the discussion of how to
hel p reach some of the goals of the ACA. She remarked, "But if
| nove through those steps to achieve that certification, | just
don't know if could stay fiscally or nentally sane while |
i npl enent those."
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12:11: 33 PM

M5. GREEN said nyHealth dinic and the hospital try to create a
meani ngful relationship with a goal toward getting patients to
be involved in their own personal health care, thereby reducing
sone of the testing that is done, and she questioned how
caregivers can continue in those efforts under the Act. She
further questioned how patients can afford the ACA. She rel ated
a story about a patient who was upset that she had to go to a
web site to access a plan that could cost $5, 000. When Ms.
Green told the patient that it could cost $12,000-%$13,000 for
the plan, the patient asked how she could afford that when she
is retired and not yet eligible for Medicare. Ms. Green stated
her understanding that in order for the Act to work, everyone
has to be afforded the opportunity to have health insurance, and

to offset sonme of those costs, it wll be necessary for healthy
people to enroll in the system She said she thinks the goal is
to provide health care for all wthout doing so via a single
payer plan or nmassive taxation for everybody. She said her
patients who are healthy and have chosen to pay out of pocket
for years are upset. She said she provides health insurance to

her staff, at a cost $1,000 a nmonth and with no tax benefit.
She said her staff can insure their famlies for only an

addi tional $50 a nonth, because "a lot of themkind of fall into
the other 40 percent of the tax bracket." She stated, "The
problem with that is ... when they look at it, they have to

spend $750 a nmonth for this plan, if they qualify for the tax
credit, yes, they wll probably get half of that back in tax
credits at the end of year, but none of them have the fisca
ability to pay that $750 a nonth up front. They can afford the
$350 a nonth; they just can't afford the ... $750." She said
tax credits are great, but they do not help with imredi ate, out-
of - pocket costs.

M5. GREEN said she has patients who are uninsured and patients
who are underinsured; the latter have nmaxi mum deducti bl es, which
become her problem She related that in a year's time, she has
witten off nearly a quarter mllion dollars in bad debt. She
stated, "I don't know that getting their new silver plan with
this higher deductible ... is going to ... get that first $1,000
deductible ... paid.™ She indicated that nedium to high
deductible plans will result in her having to cover the cost,
not the patient. She questioned how she could turn anyone away
because he/ she was unable to pay a high deducti bl e.
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MS5. GREEN stated that there is nothing in the federal plan that
is going to help her keep her doors open. She said now she is
facing markedly increased costs to provide quality care, wth

the threat that major insurers will cone back and give her the
hi ghest reinbursenent rate if she can get all her patients
heal t hy. She said that cones at a huge cost to her practice.

She said she has increased her support staff by one and a half
persons per provider, at huge cost, to take care of the extra
forms and ot her requirenents.

12:16: 04 PM

M5. GREEN expressed uncertainty that there is a lot of data
available to support all the primary care neasures for
preventative health care. She stated, "I don't know that | can

stand around forever and say, 'You really need to eat healthy,’
and then have anybody buy into that if there's a donut in the
room You know, | don't think that we have the ability to
really take care of ourselves and be personally accountable for
our health. It's a great concept; | don't know what it's going
to get people to do so." She gave an exanple of a patient whose
treatments have reached a cost far above his ability to pay.
She opined that the ACA wll bankrupt the lower and mddle
cl asses. It isn't sustainable. | am worried about nurse
practitioners in particular. She said there are two insurance
conpanies that have «created sone road blocks for nurse

practitioners. | need to see ny patients as primary care
provi ders. She said United Health Care has sent letters to the
reci pients saying that nurse practitioners fall into a gray area
and will now be listed as specialists and not Ilisted under
primary care guide. She said the co-pay increased from $20 to
$30 for patients to see her, and all calls to rectify the
situation have "not come to fruition." She nentioned Section
27.06 of the Act and said in order to have a |evel playing
field, "these kinds of things need to be addressed.” She said
Aetna sees her as specialized, so patients are "penalized for
comng to see us." She offered her understanding that health

econoni sts repeatedly have proven nurse practitioners can help
patients achieve a health care goal in a nore cost-effective

manner . She surmsed that s probably because [nurse
practitioners] spend nore tinme [with a patient] in one office
visit than a physician has tine to spend. She said she has
taken Medicare and Medicaid patients and there is a

rei nbursenent disparity. She expl ained she has yet to see that
her Medicare wellness exans differ in any way from that of a
physi ci an.
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12:18: 57 PM

SENATOR G ESSEL asked Ms. Geen to talk nore about her clinic's
certification.

12: 19: 05 PM

M5. GREEN responded as foll ows:

There is ... a whole group in the United States
focused on patient-centered nedical hones. (indisc.)
They're very informative; they always |eave nme kind of
excited (indisc.) primary care. The goals of patients
in our nedical hone is to hopefully -- they've proven
thus far, Blue Cross is currently engaged with several
clinics in the Lower 48 to do studies to see if they
could reduce health care expenditure. And guess what?
The answer is absolutely it can. But within that
medi cal honme concept, vyou really are asking the
patient to buy into the system They have to accept a
certain level of accountability. A certain percentage
of the patients - actually 50 percent - needs to be
involved in your patient portal. If they want to
communicate with ne, they're not clogging ny phone
lines; they're having a direct conversation with ne
via a secure nessaging portal. It's ... just a way of
engaging them in their health <care; having sone
behavi or al health specialists, services on site,

health coach on site, to hopeful -- and do sone
meani ngful use of directives, like tracking outcone,
tracking how often are you getting blood pressure
checked on your hypertensive patients. It's a way to

track health care, make it nore neaningful, nmake it
nore thorough, and make it high quality - hopefully to
reduce health disparities and nmake people healthier, |
think is the general goal. It's just the expense of
this application to institute the plan. Wiile |
envision, as the altruistic health care provider in
me, economcs aside, say that's actually a really

great idea. | think we could actually achieve sone
great things in health care if we inplenment this plan
W're noving forward to do that. | think |I've had the

visions of a seven-year commitnment business and we
started wth DHR we wupgraded our EHR (indisc. -
coughing) to track our data better. These all cone at
huge, huge expense, of course. So, we're working on
that, but there's no ... nothing in there that they
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have to afford to inplement this nedical call. There
are some grants for nonprofit facilities, the for
profits. They're kind of (indisc. - voice trailing
of f )

12: 21: 15 PM

CHAI R REI NBOLD asked Ms. Green what the legislature could do to
support her.

M5. CGREEN suggested leveling the playing field for both nurse
practitioners and physicians' assistants to allow them to be
nore involved in "the front lines of primary care.” She
menti oned Medi care patients, diabetics, and hone health.

12: 23: 54 PM

TYANN BOLLING Enroll Alaska, Northrim Benefits G oup, LLC,
echoed the previous testifier's statenment that there has been
little done in terns of educating people on the inpacts of the
ACA and explaining how individuals can get into a health care
policy wth a government subsidy offsetting the cost of the
premum if they fall between 100-400 percent of the federal
poverty level. She said Al aska did not establish its own state-
run marketplace as other states have done; therefore, federal
nmoney did not conme to Al aska. She indicated that [Enroll
Al aska] took on the role of getting information out to Al askans
across the state. Rural Al aska agents work in nost nmgjor
hospitals, as well as in nost Wal-Mart and Sanmis Club stores in
the state, to provide individuals with the ability to understand
and enroll in a health insurance policy that is right for them
and their famlies.

M5. BOLLING reported that currently Enroll Al aska has had to
suspend enrol |l nent, because the federal (indisc.) market place
has an inaccurate subsidy calculation for Al aska. Enroll Al aska
i ssued a press release and has worked with the nmedia to get the
word out about the suspension, because Enroll Al aska does not
want people to enroll into a health insurance plan that is
calculating their subsidy incorrectly. She explained that
currently Al aska subsidy is calculated lower than it should be.
Enroll Alaska believes that the federal poverty |evels voted
into the federal facilitated market place for the State of
Al aska are inaccurate. She said Alaska's cost of living is
hi gher than in the Lower 48. She said Enroll Al aska's worked
with Susan Johnson (ph), the Region 10 director of Health and
Human services, to get information up to Wshington D.C. to
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correct the error. She said once Enroll Alaska is satisfied
that that glitch, as well as other nmajor glitches in the market
pl ace, have been resolved, it can resune enrolling individuals
and providing outreach to Al askans.

M5. BOLLI NG said Al askans are confused as to what the ACA neans
to them as individuals, what the tax (indisc.) penalty neans,
why they are being forced to buy health insurance, what
i nsurance policy they need to have for their famlies and for

t hensel ves, how nuch it all wll cost, whether they qualify for
a tax subsidy, and what it nmeans to their business and to their
famly. Enroll Al aska was established to assist individuals

with those questions while enrolling them in the right plan.
She said many Al askans are receiving notices from their current
i nsurance conpanies that their policies wll be cancelled
starting Decenber 31 [2013]. She said Al askans are not happy
about that, because they were told by the Cbama Adm nistration
that if they liked their health care plan, they could keep it.
She said that is not true, because the current health care
policies do not neet the regulations and requirenents of the
ACA. I ndi vi duals whose policies are being cancelled have to
pur chase new ones that will begin on January 1. She said Enrol
Al aska believes that these people need help and need to be given
i nsurance information by a |licensed health insurance agent - not
an abrogator or an assistor - on making the right choice for
themand their famlies.

M5. BOLLING said nmany people applying for insurance have never
had it before; therefore, they wll not readily understand
topics such as premuns, deductibles, health savings accounts

and catastrophic versus prem um insurance policies or understand
the inpact they would have. She enphasi zed the inportance of
having |icensed insurance agents enroll individuals into health
i nsurance and having a broker nanage the policies. She stated
concern that people who are not health insurance agents are
being allowed to enroll people into health insurance plans. She
opined that that is a failure of the law that has not been
addr essed.

12:31: 11 PM

M5. BOLLING in response to Senator G essel, explained that
North Rim Benefits, LLC, is an insurance broker focused on group
health benefits across Al aska for businesses for over 30 years.
Enroll Al aska, she continued, is a division of North R m
Benefits, LLC, and was established to focus on the individua
mar ket place, which was not a necessity before passage of the
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ACA. Enroll Al aska saw both the need to enroll people and to
educate them through presentations and educational outreach

events. She said Enroll Alaska also provides information to
organi zations, health care facilitators, physicians, financial
adm nistrators, and corporate heads of hospitals. She offered
her wunderstanding that Al askans are angry about the federal
mandate and the msconceptions surrounding it, and Enrol

Al aska, as an Al aska-based conpany, has an interest in helping
Al askans through the process. In response to a followup
guesti on, she said <conmissions are built into insurance
prem uns; they have been for years. She said Enroll Al aska
receives a conmssion from the insurance carrier. She added

that there is no cost to the individual for going to Enroll
Al aska.

12: 34: 13 PM

CHAI R REI NBOLD enphasized that the ACA is a federal law, not a
| aw passed in Al aska.

12: 35: 05 PM

M5. BOLLING in response to the chair, said Enroll Al aska has a
health insurance portal that will "layer on top of the federally
facilitated market place to quote individuals and to pul

information based upon what's |oaded in there." She said
i ndividuals have to be enrolled into the healthcare.gov web
site. She indicated that the President m sspoke; there is not a

process by which to enroll individuals over the phone. She
expl ai ned that when a person calls, the person hel ping hinm her
over the phone still has to enter the information via the
heal t hcare.gov web site. She remarked that Enroll Al aska has

not "gone down the path of going through a paper process,"”
because it does not "have confidence in what that would | ook
like." She opined that it is not right to ask an Al askan to
send information off to "some place in Kentucky," just to be
sent nore paperwork for selecting coverage, which then has to be
sent back to the Lower 48. She said Enroll Al aska does not know
all that happens in the process, and she said representatives at
heal t hcare. gov cannot give those answers.

M5. BOLLING in response to a followup question, said Enroll
Al aska has enrolled three individuals, but nust now go back and
work with those individuals to ensure that their subsidy gets
corrected, because the calculation was wong. She said the
estimation was that at this point Enroll Al aska would have
enrolled about 4,000 people; it has a backlog of over 1,700
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individuals that are wanting to be enrolled, but cannot do so
because heal thcare.gov does not work. She explained that she
uses the ternms "the market pl ace” and "heal t hcare. gov"
i nt er changeabl y. She stated, "Wether you like the law or not,
there is a great benefit for many Al askans who fall wthin the
federal poverty level to be able to afford health insurance.
They receive a subsidy; it offsets the cost of their prem uns;
and therefore, they have health insurance at a reasonable rate
for them However, they cannot enroll them because the market
pl ace doesn't function and the subsidy calculator's off."

12:39: 06 PM

CHAI R REI NBOLD encouraged people to send witten testinony to
her office. She stated, "Basically, we're just going to be used
as a platform for Alaskans to speak their mnd on any different
| evel . "

M5. BOLLING said Enroll Alaska is doing everything it can to
expl ain the del ay.

CHAI R REI NBOLD said Congressman Young and U.S. Senators Begich
and Murkowski are the only ones who have the power to do
sonmething and the conmttee will bring those concerns to them
She opined that using antiquated technology is a disservice to
t he peopl e.

12: 42: 12 PM

ROSS TANNER, M D., D abetes & Lipid Cdinic of Al aska, related
that he is the imediate past president of the State Medical
Association, has spent tine talking with Alaska s constituents
in Washington, D.C, is currently on the faculty of three
different nedical schools, and teaches nedical students. He
menti oned a concern nedical students have that they may not be
able to pay off their |oans.

DR. TANNER opined that what the country really needs is the
reformation and delivery of health care in a fiscally

conservative mnmanner. He added, "And | don't think that this
bill really has anything to do with that. It is about expanding
services to 37-50 mllion people, depending on the estimates
you're |looking at." He said he thinks everyone should have

heal t hcare and access to physicians and providers. He remarked
upon the inplications on the econony, such as mlitary
preparedness and the workforce. He noted that the U S. has many
heal th i ssues, including childhood obesity.
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12:44:16 PM

DR. TANNER stated that his perspective on healthcare is
threefold: as a taxpayer, a patient, and a physician. He said

he suspects his taxes will be increased. He nentioned a $55, 000
tax related to the ACA, which he said wll be levied on him
because of his l|evel of incone. He said as a patient, he is
"alnost sure"” he is going to get less for his noney. As a
physician, he said that in the last few years, he has seen a
nmet anor phosi s of the bureaucracy of practicing nedicine. He
stated that may not have been brought on specifically by the
ACA, but "if they can't get the web site down, then |I'm sure
they're not going to get ... these other exchanges down, as
well." Dr. Tanner said 55 percent of healthcare in the US. is

some sort of state or federal subsidy, such as Medicare,
Medi caid, or Tricare, and he estimated that 25-35 mllion people
do not have healthcare coverage; therefore, he said he believes
that a smaller percentage of people are getting health care
ei ther through their enployer or on their own. Dr. Tanner said
that under the ACA, healthcare plans initiated after March 2010
- when the Act was signed into law - are extinguished. He
opined that this is a passive aggressive way to get people into
t he exchange.

DR. TANNER said personally he thinks having tax waivers for
prof essionals, particularly congressnen and their staff, 1is
I nappropri ate. He said citizens were told that their taxes
woul d not increase, they would get nore healthcare, they would
get it nore efficiently, and the tax savings would cone from a
reduction in healthcare fraud. He remarked upon the existence
of fraudul ent behavi or.

12:47: 25 PM

DR TANNER asked, "Wy would | take a Medicare patient?" He
conti nued as foll ows:

I"'m going to get paid 30 cents on the dollar, and |
have a waiting |list of people who are going to pay ne

full ... benefit. Wy would | do this? Because it's
my responsibility to take care of people, that's ny
responsi bility. So, my own personal way of doing
business is that if 6 to 8 percent of our population
in Anchorage is Medicare, that's what 1'Il do; I'Il do
nmy part. But if you get into 10-15 percent of your
practice being Medicare, it's not going to be

ARR COW TTEE - 13- Oct ober 29, 2013



sust ai nabl e over a long period of tine. You' re going

to |ose noney, and as overhead goes up and
rei moursenments go down, that's going to be our
probl em

And | would say to this commttee: | think there's

going to be an intent by insurance conpanies to change
the way usual and customary rates are calculated in
our state, and there's going to be an attenpt to pay

doctors |ess, because as premuns go up -- and if you
talk to the ... insurance conpanies, there are the two
that are participating, the one | talked to is Blue

Cross, is that their actuarial data is flawed, because
they don't know how many people are going to actually
be in the exchanges. So, if we have a bunch of young,
heal thy people getting in it, and they're going to pay
$600 a nonth for their premum which is the average
price - $646 or whatever it is - ... if they' re going
to fine me 1 percent of ny income, and say you nake
$50,000 a vyear, then that's going to $500, that's
going to be what I'm going to be fined or taxed -

what ever word you want to use - on their insurance,
it's going to be cheaper for themto still pay out of
pocket and still pay the fine, until next year, then
it's 2 percent; the year after that it's 2.5 percent.
So, | think ... the insurance conpanies, they're not
going to |ose noney. If they collect a mllion

dollars in premuns, and they pay out 2 mllion
dollars in services, guess what's going to happen?
They're going to go to the insurance conm ssioner, and
they're going to try to figure out how they're going
to be able to increase the prem uns, because they're
not going to go broke. The oil conpanies aren't going
to go broke; the insurance conpanies [aren't] going to
go broke.

So, what are they going to do? They're going to try
to pay nme less. Are they going to try to increase ny
bureaucracy? Every prescription | wite, if it's not
a generic drug, |'ve got to wite a preauthorization
|"ve got to get people to go to the facility they need
to go to, because ... if |I send them to one facility
and they're ... not approved, now Blue Cross has nade
that's ny fault, - and it's the  patient's
responsibility to pay, because they did not go to the
facility that maybe they were wuninfornmed and they
didn't know where they were supposed to go to or maybe
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it changed or maybe they didn't read the fifteen-page
docunent of disclainmers that they were sent ... by the
I nsurance conpany.

DR. TANNER said he figures that because [the federal governnent]
has spent four years on a web site to accommbdate the ACA and

i mpl enent federal exchanges and has not gotten it right, "it's
going to be really, really painful ... for the next twelve to
ei ghteen nonths." He suggested that the state, through the help

of the insurance comm ssioner, could protect how physicians and
md-levels get reinbursed and look at how the wusual and
customary anmount is calculated and ensure it does not Kkeep
getting reduced.

12: 50: 50 PM

DR. TANNER regarding mandating insurance said he has patients
who do not want to work until they are 65 and are concerned
about being able to pay their rising healthcare costs if they do
qui t wor ki ng. He said he thinks premuns wll go up. He said
he does not think an increase in healthy people in the system
will drive the cost down, because "you're going to have to

manage the noney that you have, and | don't think they do a very
good job at that, unless it's their noney."

DR. TANNER said a couple years ago the Accountable Care
Organi zation (ACO was started under the ACA. He explai ned that
the concept of the ACO is to have a group of physicians and
providers that group together to "take risks for that group.”
He said he has an exclusive diabetic practice and has patients
who are conpliant and those who are not. He said there is a
paynent nodel that is "pay for performance,” wherein a physician
gets paid when patient care neets certain criteria and the
patient meets certain denographics. He posited that this system

is problematic, because it questions his integrity. He
explained, "If I'mgoing to get paid nore, [then] that suggests
that 1'm going to take better care of you if you're ny patient.

| should take better care of you no matter what, because you're
nmy patient and that's what you expect of ne."

DR. TANNER conti nued as foll ows:

The ot her t hi ng [ about ] the Affordable Care
Organi zation is that as you're taking risks in that
group - and let's say there's a mllion dollars goes
... in that pool and there's 15 doctors in it - and it
t akes $500,000 to take care of those patients, then
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t hat $500,000 can be dissenm nated equally based on

wor kl oad in those groups of physicians. This is the
sane thing that happened in the '90s with capitation,
the same thing that happened [with] HMOs: t he

busi nesses couldn't run it, so now they're going to
di splay that financial risk to the physicians.

So, what happens if it costs $2 mllion dollars to
take care of those patients and there's a mllion
dollars in the pool? Nobody knows what's going to
happen with that. But this is the ACO nodel, to ne -
taking risks for patients that may not necessarily

want to quit snmoking, ... exercise, do the things they
need to do - sonehow it's going to cone at ny
cost.

DR. TANNER questioned why that should be the case when he is
doi ng what he should be doing to the best of his ability. He
said he has practiced for 23 years and is dedicated to his
pr of essi on. He said he tracks his own outcone data and can see
that his nunbers are better than what is expected at the
national level, but risk pools nean screening of patients
dependi ng on how t hey perform

12: 54: 33 PM

DR. TANNER talked about the addition of nore primary care
physicians. He said the governnent has cone up with the idea of
patients having a nedical honme with primary care physicians and
nurse practitioners so they avoid going to the energency room or
hospital, but he said that is the way it happens now for his

patients. He added, "But how nmany times are people told to go
sone other place when they don't have a nedical hone? It
happens a |ot, because they can't find a primary care
physi ci an. " He related that |ast year, for the first time in
the U S., the nunber of nedical graduates was bigger than the
nunber of residency "slots.” So, now there are graduates wth
$200- 300, 000 in school loan debt with no place to get trained in
resi dency. So, if federal noney does not go into training
physi cians, this inbalance will not be addressed. He said he

uses nurse practitioners and physicians' assistants, but stated
his belief that they do not repl ace physicians.

DR. TANNER stated that as a specialist, he should know nore than
a primary care provider. He opined that it is inappropriate to
put a nurse practitioner, who is paid less, in a position to
handle "all the responsibility to handle all the conplications.”
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He said his nurse practitioner and PA do not facilitate his
maki ng nore noney; they facilitate his taking better care of his

patients. He enphasized that he could not practice wthout a
nurse practitioner or a PA He tal ked about the differences
bet ween people who have earned the title of doctor after 12
years of training as conpared to tw to three years. He
mentioned a pharmacist with a doctorate who nmay have been
m staken for a physician by a custoner. He reenphasized the
issue of funding sufficient residency slots to support the
nunber s of nmedi cal students gr aduat i ng, especially to

accommodat e greater nunbers of people insured who need to find a
nedi cal hone.

12: 59: 19 PM

DR. TANNER stated that he is okay with an insurance conpany
telling him what is not covered under a plan, but not telling
him how to practice nedicine. He said he thinks this will be an
increasing burden on physicians. | nsurance conpani es make
decisions that are not always in accordance with the standards
of care, and that is sonething that is a state-level problem he
sai d.

1: 00: 54 PM

DR. TANNER, regarding the Cadillac tax, talked about a change in
2018 wherein a patient whose benefits supersede what s

considered the normwill be taxed 40 percent on the difference.
He said nedication that costs the patient only $10 "costs
sonmebody sonething." He said in 2018, everybody is going to
have nore taxes. He surmsed the reason the ACA is being
staggered in its inplementation from 2010 to 2020 is because
"the system couldn't take it all at one tine." He predicted
that with the 2014 nandate being del ayed for businesses to 2015,
premuns and taxes wll rise and fragnentation of healthcare
will worsen. He said Alaska is still the best place in the

country to practice, but it has deteriorated over the last two
to four years because of federal inpact.

1: 02: 36 PM

SENATOR G ESSEL referred to Dr. Tanner's comments about
i nsurance conpani es' involvenent in his practice of nedicine -
telling him what he can and cannot prescribe. She said she is
aware of the cost of the Medicare system and she indicated the
reason to adhere to a list of prescription drugs is that they
tend to be generic; however, sone diabetics and nental health
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patients do not respond to generic drugs. She said, "It's a
careful bal ance.™

1:03: 16 PM

DR. TANNER concurred, but nade the distinction between the art
and the science of nedicine. He said Blue Cross recently
advocated a concept called "choosing wisely," which relates to
"10 areas of waste." For exanple, he said, Vitamn D levels
should not be ordered on every Al askan. He said "we're"
spending lots of noney, for exanple, for fiscal renuneration or
[in response to] litigation. He tal ked about the conplexity of
menori zing phone nenus for pharmacies, let alone a list of
preferred drugs. He said he has been prescribing |ong enough

that all the current generic drugs were brand name drugs when he
started his practice, and he questioned why, if they were good
enough then as brand nanmes, they are not good enough now as
generic drugs. He enphasized the savings in using generic
drugs, but reiterated that he would not conprom se care just to
save noney. He questioned why he has to prove, when witing a
prescription, that the patient has failed three other drugs. He
cont i nued:

Like with Medicaid, ... if they just wite "nedically
necessary" it's approved. Well doctors and nurse
practitioners have a way around it: just wite
medi cally necessary on everything. vell, it's all
medi cally necessary; it's a prescription. If it
wasn't nmedically necessary, I wouldn't wite a
prescription for it; I'd say, "Go buy Tylenol over the
counter." So, | think, where you create |aws and

mandat es and regul ations, people are going to find a
way to circunvent that to where you have less work in

your office, because the last thing | want is two
nurses comng to nme every day saying, "Do you know how
many aut horizations | did today?" | think, "I know,

but | can't practice without being able to do that."

DR. TANNER said he gets reports from the insurance conpanies
showing how nany generic drugs and brand nane drugs he has
prescri bed. He said unfortunately, patients who cone to a
di abetes specialty clinic have already been on all the generic
drugs and are entrusting him to not only manage their disease
but al so address conplicati ons. He said there are currently 28
mllion diabetics and 65 mllion pre-diabetics in the US., and
the cost of care wll increase, because of the nunbers of
children at abnornmal wei ght, which he called "diabetic
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wannabes." He said nany snokers take their Lipitor to maintain
their cholesterol, but they will die early anyway because they
continue to snoke. He said it is his job to educate his
patients that "it's about how you're eating, how you' re noving

and the nedications that conplenent that.” It takes tinme to do
that. He said, "If | get paid less, I'"'mgoing to have less tine
for patients.” He posited that he can be nore inpactful by
teaching holistic health care, which he said he has been doing
long before the governnent told him to do it. He said his
practi ce manages about 4,000 di abetics and sees 6 to 10 people a
day. He said approxinmately 6 to 10 people a year go to the

cardiologist to have intervention done. He opined that that
speaks for itself and said, "I think we do a pretty good job at
what we're supposed to be doing." He said it is insulting to

guestion a physician who has gone through years of school,
training, and fellowship, and has taken |icensing exans, on what
he/ she is doing. He said he never imagined while going through
school that he would be spending nore time addressing
bureaucracy than taking care of patients. He concluded, "The
overwei ght, snoking truck driver is easy conpared to the federa
gover nnent . "

1:08:17 PM

SENATOR G ESSEL said she woul d ask Conmi ssioner Stuart to affirm
that sinply witing nedically necessary on a prescription is no
| onger effective. She noted that she works in a honeless clinic
and wites very few prescriptions, because nost of her clients

cannot afford the cost of filling one.

1: 09: 05 PM

CHAI R REINBOLD restated her willingness to listen and voice to
the federal governnent. She said she is sorry Dr. Tanner has a
$50, 000 t ax.

DR. TANNER remarked that that is in addition to his other tax.
He commented that everyone wants soneone to take care of them

who genuinely cares about them He urged, "I would reconmmend
everybody just ... vote for people that are helping us." He
said, "When | don't like conmng to work anynore, |'m done."

CHAI R REI NBOLD sai d that scares her.
DR. TANNER related that he knows 18 physicians in his city who

are quitting by the end of the year, and nore than half of them
are primary care doctors.
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1:10: 40 PM

CHAI R REINBOLD said, "And these statistics were provided before
t he Gbamacare vote, which our vote was the (indisc.) vote in

Al aska to make this law" She said the thought that "this is
affecting us at such a local level” is alarmng.
1:12: 14 PM

BRANDON CLARK, Health Care Policy Expert, Froguedark LLC,
related his work history on Wshington D.C's Capitol Hill,
i ncluding being in charge of the Republican efforts for about 85
percent of the jurisdiction of the Affordable Care Act
| egi sl ation, and “wor ki ng t he initial parts of t he
i npl ement ati on” once the Act was passed. He said he started a
consulting firm which handled the [Patient Protection and
Affordable Care Act (PPACA)] inplenentation team for the State
of Georgia, using "level 1 HHS funds.” He said he has testified
to the State of Kentucky and done significant work in the State
of Ceorgia, as well as a few other states, as well as doing work
in Washington D.C. on PPOC inplenentation. He noted that he
woul d give a Power Point presentation to the joint commttee.

1:14:59 PM

MR CLARK noted nultiple nanmes have been given to the
| egislation, including PPACA, the Affordable Care Act, and
Gbanacar e. He said the legislation has inplenmentation dates
t hrough 2020. He said no Congress can restrict the action of
future Congress. He stated that federal and state elections
over the next decade w Il produce significant shifts in the
Wiite House, Congress, the gubernatorial seats, and state
| egi slatures, and he predicted that all those institutions wll
have significant inpact on how this law is inplenented, both by
statute and regulation. He explained that the anmount of
discretion in the legislation <could Ilead to significant
probl ens, because |ater generations would be able to change it
by regul ati on.

MR. CLARK said many people have concerns about the American
Heal th Benefit Exchange (AHBE), commonly called "the Exchange,"”
and the enrollnment through healthcare.gov and the toll-free
phone nunber; however, he stated that one of the nore
significant changes is going to be in Mudicaid. He said the
Congressional Budget Ofice predicts that at one particular
time, there will be 84 mllion individuals enrolled in the
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Medi cai d program By 2022, there will be up to 134 mllion
individuals in the Medicaid program well over one-third of the
U S population, for a 48-year welfare program which pays
doctors on average 66 percent of Medicare rates. He said the
shift toward Medicaid is of concern to providers. In contrast,
[the Congressional Ofice of Managenent & Budget] projects that
only 26 million will be enrolled in an exchange in 2022, whereas
four times nore people will be enrolled in Medicaid than in an
exchange pl an.

1:19: 06 PM

MR. CLARK related that the ACA legislation was projected to
outlay $938 billion in federal-only funds for the purpose of
reduci ng the uninsured by 32 nillion Americans by the end of the
initial 10-year budget w ndow, 2019, wth an additional 16
mllion Medicaid enrollees, at a cost of $441 billion to the
federal governnent and significant cost to the states. Tot al

Medi caid enrollment under the initial projection was going to
exceed 93 mllion Americans by 2019. He said the actuary in the
bana Administration projected closer to 25 mllion Medicaid
enrol | ees. M. Cark said it is inmportant to keep in mnd that
that is above the already unsustainable growh of the Medicaid

pr ogr am He said another projection was 29 mllion getting
private health insurance through state- or federally-run
exchanges and mllions dropping or losing access to current
coverage in enployer-sponsored or individual health insurance
mar ket s. M. dark said this goes against the President's
statenent that people who like their health insurance plans wll
be able to keep it. He said there are already mllions who are
seeing their health insurance changing; they have received
notices that their coverage will not be available by next year.

M. Cdark relayed that he has already received a letter telling
himto be prepared for a significant increase in the cost of his
heal t h i nsurance pren uns.

1:21: 17 PM

MR. CLARK said noving into 2013, the Congressional budget
projection shows an increase from $938 billion to a ten-year
cost of $1.329 to $1.33 trillion - a $200 billion increase from
two years prior. As 2014 approaches, so do nore years with an

outlay of a significant anount of funds to do prem um
assi stance, cover out of pocket maxi muns, and enroll nore people
in Medicaid; therefore, a higher percentage of those years in
the ten-year wndow are actually where the outlays of
significant funds are occurring. He continued:
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W are also seeing again 84 mllion people, at any
given time in the Medicaid program and they're also
projecting $93 billion in outlays, |less for Medicaid,
because of the [U S.] Suprene Court decision in the
summer of 2012 that makes Medicaid expansion optiona
to the states, and seeing a reduced nunber of
Anericans receiving down to 26 mllion in the AHBES.

1:22: 47 PM

MR. CLARK provided information regarding the background of the
Congressional legislation relating to the ACA to illustrate the
conplexity of blending |egislation between the Senate and House.
He stated, "W've seen over 20,000 pages of regul ations needed;

we' ve al so seen over 1,500 waivers." He indicated that there is
no statutory authorization for the waivers that were given to
heal th insurance plans and organizations. He said, "There are
many provi sions where the |aw says certain things need to happen
t hat wer e actual ly j ust del ayed or i gnored by t he
Adm ni stration, including the one-year delay of the enployer
mandates, which ... was pushed back ... on July 1, for a full
year."

MR. CLARK proffered that one of the interesting parts about
“"this growth,"” and one of the things that |eads to a significant
anount of uncertainty with the Cbamacare legislation is that the
spending growth is significantly outpacing the revenue grow h.
He said when the legislation was passed, there were al nost four
full years of taxes in the legislation before major spending
started, which he said is what enabled it to be considered

"budget neutral.” Nearing 2014, the spending is outpacing the
revenue grow h. He said he knows several people who are
concerned about the nedical device tax of 2.3 percent, which
will be passed on to the consuner. If that is delayed or
removed, the Congressional Budget Ofice thinks that wll
“remove ... $30 billion nore of revenue, over ten years, from

the legislation.™

MR. CLARK stated that there have been significant problens with
heal t hcar e. gov. He inparted that he has tried for the last 29
days to sign on and find out how much nore the exchange would

cost. He said he has not been successful. Conversely, he
descri bed having successfully signed up for ehealthinsurance.com
in 2010, in less than 2 hours, while watching television. He

said if individuals want to have a health plan by January 1,
2014, they have until Decenber 15th, 2013, to select and enrol
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in the plan and submit their first prem um paynment. He said the
i kelihood of people being able to select a plan by that
deadline seens less and less Iikely. He reviewed that the
penalty in 2014 for an individual not having federally approved
health insurance will be to pay 1 percent of his/her incone, as
a penalty tax to the Internal Revenue Service (IRS), up to the
full cost of a "bronze" health insurance plan. He said he
t hi nks sonme individuals wll be paying the penalty, which wll
have an adverse effect on them and still they will not be able
to enroll in health insurance coverage. He said then Senator
bama, when running against then Senator Cdinton for [the
Denocratic nom nati on] for Pr esi dency, criticized Senator
Clinton's plan for having an individual mandate, because it
woul d be bad for individuals, and "then signed legislation into

law that would actually inplenment over $50 billion in :
penalty taxes that would collected fromindividuals who ... fai
to enroll "

1:30: 22 PM

MR. CLARK stated that, in order to nake the $938 mllion outlay
budget neutral, the ACA cut $575 billion from the Medicare
program - over a half trillion dollars - in the 2010-2019 budget
Wi ndow. He quoted the Ofice of the Actuary as saying that
roughly 15 percent of all Medicare Part A providers would be
unprofitable within 10 years, as a result of the cuts. He said
he thinks this nmakes a |lot of experts |ook at those [cuts] and
determ ne that they are unsustainable and increases the problem
of expenditures outpaci ng revenue.

MR. CLARK put forth another issue leading to considerable
concern, the wuse of nodified adjusted gross inconme for
eligibility calculations. He said a state participating in the
Medi caid expansion has to increase its Mdicaid eligibility
level to 138 percent of the federal poverty |evel. He
conti nued:

But that's neasured wusing nodified adjusted gross

incone, ... which includes a significant nunber of
busi ness deductions, farm deductions, so you can have
people making well above a state nedian household
income who ... go in thinking that they are going to
receive ... private health insurance coverage -
something simlar to their existing ... plan - and
find thenselves enrolled in ... the Mdicaid program

which, again, is a 48-year-old, highly inefficient
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Wl fare program that | nyself would not want to be
enrolled in.

MR. CLARK said, "W offered nunerous anendnents on the
Republican side to put menbers of Congress ... into the Medicaid
program since the vast mmjority of people gaining coverage
woul d be through Medicaid, and none of those anendnents passed,
because it didn't seem |like any of the nenbers of Congress
wanted to see thenselves or their famlies in the Medicaid
program"”™ though mllions of Americans will lose their private
health insurance coverage and end up in the Medicaid program
which has significantly longer wait tines to see a physicians
and |ower reinbursenents to providers in the vast nmgjority of
the states. M. Cark reiterated that, on the national average,
Medi caid pays 66 percent of what Medicare pays, which is not
enough to cover a provider's costs.

MR. CLARK said the individual penalty will be problematic, and
he said he does not know if that will be inplenented because of
its being so politically unpopul ar. He said sone people - with
nodi fied gross incone and not receiving as nany subsidies as
they would like - nmay choose to pay a penalty, because the
health insurance plans are guaranteed issue and use nodified
community ratings, nmeaning there really is no penalty for not
signing up, and the cost of a famly plan, according to IRS
regul ations, may well exceed $20,000; therefore, paying a
penalty of less than 10 percent of that anmount may seem like a
better option. He said the enployer mandate option already has
been del ayed one year and "seens to be unworkable." Regar di ng
the individual mandate penalty, he said the Departnent of Health
and Human Services has never worked or exchanged information
with the IRS, and he does not see that as sonething that is
wor kabl e.  He suggested that enployers may consider a $2,000 per
enpl oyee penalty as being |ess expensive than paying for the
bul k of a $16,000 health insurance plan; a |lot of enployers my
opt to drop coverage and put their enployees into the exchange
or, nore likely, onto the Medicaid program He expl ai ned t hat
an enpl oyer that has a significant nunber of enployees above 400
percent of the poverty level and a significant nunber of
enpl oyees in Medicaid does not pay that $2,000 penalty for those
enpl oyees. A |arge enployer with many enpl oyees on Medicaid may
choose to drop coverage for those enployees, because the
enpl oyer does not pay a penalty for those individuals.

1: 36: 11 PM
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CHAIR REINBOLD said Senator Gassley, from lowa, proposed an
anendnent regarding an exenption for Congressnen and Senators.
She asked M. Cark to explain briefly why that anendnent was
not adopt ed.

MR. CLARK responded:

There was a provision that was included in the mark-up

of the Senate Finance Committee to put nenbers of
Congress and their staff into OCbamacare should it
pass. There were those regulations, even though the
statute ... is very clear in that they should go into
t he exchanges, that the bana Adm nistration actually
is saying that nmenbers of ... Congress and their staff
no |l onger have to go in to the exchanges. Should that
actually be inplenmented that it would be -- | don't

think that would actually happen, just because
menbers  of Congress  want to treat t hensel ves

separately and special. ... It is a violation of the
statute to do ... that, and, you know, that was one of
the provisions that the Republicans in the House kept
putting forward 1is to actually inplenent t hat

provi sion as included in the |egislation.
MR. CLARK, in response to the chair, continued:

To keep them subject to and go into the exchanges was

the intent of the ... legislation, and | actually
think it wuld be a Ilot of the |ower |eve
Congressional staff ending up in -- it's quite

possible that if have a famly, they could end up
actually in the D.C. Medicaid program

CHAIR REINBOLD asked M. Cdark to confirmhe is saying that the
Republ i cans kept bringing forth anendnents to ensure that
Congressional nmen and wonen were on the sane plan as the rest of
Aneri ca.

MR. CLARK answered that is correct.

CHAIR REINBOLD asked M. Clark if he would agree that it is an
accurate statement to say that the elderly should be concerned
about the inmpact of the $250 billion cut to part D and the $575
billion cut to Medicare.

MR. CLARK answered yes. He said nost of the cuts are to part A
Medi care, and projections fromthe Ofice of the Actuary showed
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that "you could see up to 50 percent of everyone enrolled in a
Medi care Part C or a Medicare advantage |osing access to their
current plan."

CHAIR REINBOLD said, "So, this is going to have significant
i npact on our elderly popul ation?"

MR. CLARK said, "Absolutely."

CHAIR REINBOLD noted that many states are not doing Medicaid
expansion, and said Alaska is "still on the fence.”" She asked
what the total figure would be if the entire U S. does Medicaid
expansion. Further, she asked M. Cark if, considering the $17
trillion debt and the $55 trillion liability, he thinks the
federal governnent can be counted on to keep up its end of the
Medi cai d exchanges if Al aska accepts the exchanges.

MR. CLARK said both the original CBO projections and Centers for
Medi care and Medicaid Services [CMS] actuarial projections show
over 93 mllion Anmericans on Mdicaid by 2019. He said he
t hi nks that nunber is low. He continued:

W took testinony from the director of t he
Congressional Budget Ofice in a close-door hearing,
because the Denocrats wouldn't let us have a public
hearing .... | think their nunbers were significantly
| ower than what the reality would be, because they
said there's a[n] "accepted social norm for enployers
to provide coverage"; however, we've seen significant
evidence to the contrary, that a lot of enployers are
going to be dropping coverage, especially enployers
with a lot of low income enployees, because they do
not have to pay a penalty at all if they drop an
enpl oyee who ... ends up enrolling in Medicaid. So,

there's only cost providing health insurance for
t hese | owincone enpl oyees, and there's no penalty, so
it's all gain and really no | oss.

CHAI R REI NBOLD questioned the notivation for enployers to keep
their insurance, based on sone of the data that M. dark
provi ded.

MR. CLARK said when the legislation was changed with H R 4872,
the mandatory federal poverty floor for Medicaid was raised from
133 percent to 138 percent in order to get nore Anmericans on the
Medi cai d program because it was $5,000 |ess expensive to get a
person on Medicaid than on a private health insurance plan. He
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said, "The legislation is designed to enroll as many people as

possible into Medicaid." In response to a followup question

he said he would not trust the federal governnent to be a
reliable partner. He surmised that "they will put it back down
to the regular FMAP rate of 50/50 instead of 90/10." He said
Al aska pays a 50/50 share for all its previously eligible
Medi caid enroll ees. He said there wll be mllions of

previously eligible people going into Medicaid because their
enpl oyers dropped their coverage, and "the states won't receive
the 90/10 match for them either.” He suggested the best
resource for all this information may be at the web site of the
Congr essi onal Budget O fice: cbo. gov.

1:47:16 PM

THOVAS HENDRI X, Ph.D., RN, Nurse, Educator, said he would talk
about waivers. He stated that in a nation of nen, people choose
which laws to follow, while in a nation of |aws, people follow
the laws. He defined a waiver as exenpting a single person from
a law everyone else has to follow. He said it is normal for
waivers to be created to address unintended consequences in
| aws; however, he stated that "these unintended consequences
were quite predictable.” He said "you" nust either think the
President and |aw nekers are either "naive or "something else,"”
and he said he thinks it is the latter. He said the goal was to

"keep it under a trillion dollars,” to save noney, and to allow
people to keep their existing policies. He said the | ogical
consequences of the legislation could not be true; therefore,
wai vers are given. Each wai ver given takes away coverage from
sonmeone else. He noted that Chair Reinbold had said there was a
[$55 trillion] and said it is actually about $80 trillion "if
you add everything, not just the health care patients.” He

indicated that the finances of future generations are being
af f ect ed.

1: 51: 55 PM

DR. HENDRI X said one waiver is the "nedical loss ratio.” He
said this is when an insurance conpany sells a product, collects
prem uns, pays part of that noney out for health care, uses sone
of the noney to cover their costs, and ends up with the rest in
profit. He talked about people "churning” on and off of
policies as they come and go in the work force. He said it is
much easier to keep admnistrative costs |ow when an enpl oyee
stays with a conpany for 30 years. He said churning nakes it
much nore difficult to "keep that 80/20 rule.” He questi oned
what woul d have happened if the 80/20 rule had been enforced.
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He asked, "Well, how many nore uninsured people would there be
right now before the 2012 election and before the 2014
el ection?"

DR. HENDRI X opi ned that "people knew exactly what they wanted it
to be." He said, "They sold it one way, and then they gave the
wai ver so that we wouldn't be confronted with who knows how nany
tens of thousands of unenployed people who couldn't nake the
80/20 rule.” He said insurance conpanies' state what coverage
is listed, but have a lifetine maxinmm The conpani es base
coverage on how nmuch it costs to pay for the care and what the
i kelihood of nedical event happening. He indicated that the

cost of insurance will be |ess expensive when there is a nmaxi mum
set, Dbecause that maxi mum helps the actuary. Under the ACA,
i nsurance conpanies can no longer inpose lifetinme limts;

therefore, the premuns of the |ess expensive plans skyrocket.
He said that cannot happen, because then enployers would drop
| ow pai d enpl oyees from cover age.

1: 56: 04 PM

DR. HENDRI X, regarding the enployer mandate, posited that it is
predictable that setting a 30-hour and 50-enployee exception
will result in enployers |ooking for ways to get their enpl oyees
wor ki ng under 30 hours and to hire less than 50 enpl oyees. He
indicated that the year waiver delayed that from happening. He
said an enployer who signs up for insurance while under the
wai ver can do so on Decenber 20, 2013, and keep that insurance
until 12/20/2014. He noted that the enployer mandate was July

21. Regarding the individual nmandate, Dr. Hendrix indicated
that the following categories qualify: religious objectors,
health care sharers, illegal aliens, inmtes, the inpoverished,
menbers of an Indian tribe, or soneone suffering a hardship. He
said he thinks "Indian tribe" 1is poorly wrded and needs
anendi ng, and he said he is not sure "suffering a hardshi p" has
yet been defi ned. He stated, "If Obamacare noves forward the
way it's going to ... nove forward, we're going to end up with
hospital -run systens, huge health care systens wth |arge
patient populations, and small practice is going to slowy

(indisc.) get insured; it won't be able to survive."
1:58:56 PM

CHAI R REINBOLD offered her wunderstanding that there are 1,500
wai vers.
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DR. HENDRI X said he has heard there are 1,800 waivers to specia

groups, individuals, firms, or unions. In response to a
guestion, he referred to a list, and he nanmed the followng 12
out of 20 largest conpanies in America that got "a break":
ConocoPhil lips Alaska, Inc., GE, GM Bank of America, Ford Mbdtor
Conpany, Hew ett Packard, AT&T, JP Mrgan, Cti Goup, Horizon

AlG and |BM He said they are all highly unionized. He
predicted that "the little guy,” without a lot of waivers, wll
be "crushed by this."

CHAIR REINBOLD observed that there were nore exenptions,
including the USCW Allied Trust. She asked Dr. Hendrix if he
woul d share his perspecti ve.

DR. HENDRI X responded that he found information on waivers for
unions, but clarified that he is not trying to say "that's all

there was." He nentioned generous conpensation packages, which
included health benefits through retirement as part of their
conpensati on packages. He offered his understanding that
Congress realized that wunder the ACA the mandate, and the
Cadillac plan, these policies would be in jeopardy. He stated
his assunption that the President knew that, as well. He said

[ Congress] allocated $5 billion. He offered his understanding
that by March, $4.73 billion had been spent reinbursing these
conpani es. He nentioned the follow ng unions that were given an
exenpti on: Allied Trade, Health and Wl fare, |BEW Asbestos
Workers, Local Welfare Plunbers, Pipefitters, Wlfare (indisc.),
USCW and Local 227. He stated that the pattern he saw was "big

busi nesses and big noney." He said it is difficult to find out
this information without going "three, four, or five clicks into
these web sites.” In response to a question, he said HHS. gov is

a source for information.

CHAIR REINBOLD offered her wunderstanding that there are 729
conpani es and uni ons Wi th ACA  exenptions listed on
freepublic. com

2:04: 01 PM

DR. HENDRI X stated that he thinks "they" know exactly what they
are doing, and "this" is about the destruction of private
i nsurance. He said young, healthy individuals are being told to
buy a policy they do not think they need, for ten tines what it
costs now, with a $5,000 deductible, and they are not going to
buy it. He said, "And then we're going to put a bunch of sick
people in, and in insurance theory it's called a Dutch fund;
it's going to start with you." He said insurance conpanies are
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being told they have to cover everyone, even those who instead
of paying into the insurance system during their healthy years,
sit back and pay the fine and then get a catastrophic illness
and "just knock on the door."™ He conpared that to waiting unti
his house catches fire and then getting fire insurance at that
tine. He reiterated that insurance conpanies will be put out of
busi ness. He said he wants |eaders to call politicians out for
telling them sonething they know is not true.

CHAIR REINBOLD talked about difficulty in getting through to
of fices when | ooking for information.

DR. HENDRI X clarified that he does not want to hear future
politicians running for office and saying, "Ch, gee, | had no
i dea that was going to happen.”

2:07:13 PM

The conmttee took an at-ease from2:07 p.m to 2:22 p. m
2:21:53 PM

CHAI R REI NBOLD revi ewed what the conmttee had heard thus far.
2:23:15 PM

EVAN  FEI NBERG, Pr esi dent, CGeneration Opportunity, st at ed,
"Generation Opportunity is an organization that enpowers young
people to fight for their economc freedom and their future
prosperity.” He said it is a grass roots organization that
represents millions. He related that he is 29 years of age and
worked on Capitol Hill during the ACA debate. He said he is a
former staffer of Senator Tom Coburn of Cklahoma, for whom he
handl ed health care policy. Subsequently, he was a staff
director for Senator Rand Paul's subcomrittee on the Health,
Education, Labor, and Pensions Commttee in the Senate, where he
said he continues to "fight the inplenentation of the law ... ."

MR. FEI NBERG opined that the ACA is set up to steal from young
Americans in "a vain attenpt to offer universal heal th
insurance." He stated that the ACA is predicated on notion that
young, healthy adults will sign up for the exchanges and pay
nore than their fair share for health care in order to provide
health insurance for nore people. He related that the
Congressional Budget Ofice projects that in order for the ACA
to work, 2.7 mllion of the 7 mllion that register nust be
young, healthy individuals. M. Feinberg said 96 percent of the
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uni nsured youth in Anerica do not have a chronic condition or
pre-existing disease or anything else that would drive up the
cost of their health care; therefore, they have options for
af fordabl e health insurance already, w thout the ACA in place
Under the ACA premuns for young people are expected to
i ncrease "by 260 percent - well over three tines as nuch ... ."
He said when that happens, it nakes it inpossible for young
people to buy the insurance, and the noney is being spent not on
the young, but on health insurance for ol der, sicker Anericans.

MR. FEI NBERG suggested |ooking at the cost for premuns in
Anchorage, Alaska, before and after the ACA He said the
average premium for the lowest plan prior to the Act cost $79; a
simlar plan under the Act, at the bronze level, with a $5, 000
deducti bl e, costs $254. He enphasized the significance of the
i ncrease. He said a mandate forces young people to sign on to

an exchange that is not a good deal. He said celebrities, such
as Jenni fer Hudson and Any Poehler, are being used to "sell this
bad deal to young Anmericans.” M. Feinberg stated that the new
spending over the next ten years is primarily noney borrowed
from that of his and his son's generations. Further, he said
even after getting young people to sign up, there will still be
30 million uninsured Amrericans.

MR. FEI NBERG said col |l ege students are |osing coverage. He said
a "governnent accountability office" report showed that 600, 000
young people currently receiving insurance through their college
or university - primarily lowincome students - are going to be
ki cked off of their insurance plans because of the mandates and
requi renents of the ACA. He listed the follow ng ways America's
youth are hurting under the current econony: the effective
yout h unenpl oynent rate is 16 percent; one-third of individuals
18-34 years of age have been "forced to nove back in with their
parents"; and 43.6 percent of youth ages 18-29 are working
fulltinme. He stated that the ACA nmkes it expensive for
enployers to hire enployees who work over 30 hours a week. He
concluded by positing that it is a difficult time to be paying
three to four tinmes for health insurance.

2:29: 03 PM
CHAI R REINBOLD nentioned an Internet article that states, "Even
President Ohama is afraid of creepy Uncle Sam" She asked M.

Feinberg if he would like to expound on that subject.

MR. FEINBERG said Generation Opportunity has a canpaign in
progress to encourage young people to make the best possible
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health care decision during the open enrollnment period, to opt

out of government insurance and choose private insurance. He
said people are referring to the Generation Opportunity's
canpaign as "the creepy Uncle Sam canpaign.” He said the group

has generated three web videos, which have received a total of
3.1 mllion views on YouTube. The videos show Uncle Sam changed
from a synbol that protects freedom to one that "oversteps the
[imtations on governnent and gets involved in young people's
health care." M. Feinberg expressed the group's privacy
concern that there wll be a "massive federal data hub
collecting health care data and personal financial information
on young Anericans for the purpose of trying to get themto sign
up for health care or nake decisions the government wants them
to." He characterized the group's canpaigns as "creative and
fun,” and encouraged watching the newest video put out this week
for Hal |l oneen.

CHAI R REI NBOLD rel ayed that M. Feinberg had given her a tour of

his office in Wshington, D.C She said she thinks the
af orenenti oned videos alarmviewers to the inpacts of the ACA on
America' s youth. She encouraged people to watch them on
gener ati onopportunity.org. She stated, "You were on the front
line back there in Washington, D.C., and got to see this sausage
being nade; and sone sausage has a lot of fat in it."” She
stated that this law is creating alarm across the nation. She
said she thinks that "if their web site is any indication of
what this law is going to becone,” then Anericans have cause for
concern.

2:32: 09 PM

REPRESENTATI VE TARR asked M. Feinberg to talk about the source
of Generation Opportunity's funding; in particular, she asked
what percentage of the organization's total funding was sourced
by the Koch Brothers. She explained she was asking in the
interest of "being fair about any organizational bias you m ght
have. "

CHAIR REINBOLD told M. Feinberg he could choose not to answer
that question, which she opined was not pertinent to the
heari ng.

MR. FEINBERG responded that Generation Opportunity has "a
variety of donors, both large and small,” and a lot of the
donors request anonymty, which he said he can understand "in an
era where the IRS is going after political opponents of the
Presi dent." He said he encourages donors to disclose their
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affiliation Wi th t he or gani zati on, but respects t he
confidentiality of those donors who ask for it. He enphasi zed
that Generation Opportunity is focused on what is best for young
people, and those who support it care about the econonic
prosperity of the next generation.

REPRESENTATI VE TARR st at ed, "Well, for the record, as an
official activity..."

CHAIR REINBOLD told Representative Tarr that she had not vyet
recogni zed her to speak. She added, "I think that question has
been answered. "

REPRESENTATI VE TARR said, "I have another comrent. This is an
of ficial business neeting of the Alaska State Legislature, and
there are materials that are passed here that are not factual,
and this organi zati on has sone..."

CHAIR REINBOLD interjected that she has an objection, and she
rem nded Representative Tarr that she is the chair of the joint
conmittee.

REPRESENTATI VE TARR responded that as a nenber of the joint
commttee, she is allowed to mke a comment for the official
record.

CHAI R REI NBOLD sai d, "Wen | recognize you."

REPRESENTATI VE TARR stated, "I would like it to be part of the
official record that this is an organization that is heavily
funded by the Koch Brothers, with a particular organizational
bi as. "

2:34: 40 PM

SENATOR G ESSEL proffered that the information [M. Feinberg]
shared with the conmittee, regarding Generation Qpportunity, has
been substantiated by the Institute of Social and Econonic
Research (ISER) and "other organizations that do unbiased,
nonparti san research."”

2:36: 13 PM

CHAI R REI NBOLD rem nded nenbers that they are allowed to speak
only when recognized by the chair, and anyone speaking w thout
bei ng recognized is out of order. She then thanked M. Feinberg
for taking tinme to testify and to care about and study that
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whi ch inpacts youth. She enphasized that the ACA is "a living
docunent” conprised of 2,700 pages and 20,000 pages of
regul ations thus far. She said there are many issues of which
the | egi slature shoul d be aware.

2:36: 49 PM

JOE RIGGS, Registered Agent, Alaska Healthcare Strategies, LLC

said he has represented both large and small nanufacturers of

medi cal devices for the past five years. He related that

because of his exposure to the nedical field since the age of

13, he is famliar with how changes get adopted throughout the
system He shared that his background is in economcs and
finance. M. R ggs stated his purpose before the joint

conmittee is to talk about nedical device tax, which he said
will affect Al aska, even though the state does not have mgjor
medi cal device manufacturers. He said the 2.3 percent excise
tax that was originally placed on any nedical device, from
artificial hearts to toothbrushes, was given a retail exenption
by regulators in 2012, so that anything that can be purchased by
a retail consuner in a store or pharmacy, for exanple, is now
exenpt from the tax. However, he indicated there is now a cost
involved with proving a device's retail status.

MR RIGGS said it is inportant to renenber that the 2.3 percent
excise tax is on gross profit, which neans for a conpany with a
10 percent profit margin, the 2.3 percent tax would drop the
conpany's profit margin down approximately 23 percent. He noted
nost conpanies, after expenses, "follow the profits back to
research and devel opnent. ™ He said there has already been a
"cross boards cut" in research and devel opnent and a 50 percent
cut in adventure capital for new start-ups and products. He
said "the big 10" have done quite a nunber of layoffs already,
and he nentioned sone of the conpany nanes along with the nunber
of enployees that have been let go from each - that nunber
rangi ng between 440 and 1, 000. He said Alaska is not feeling
the pinch of the layoffs right now He related that in 2011,
there were over 16,000 device manufacturers in the US., over
13,000 of which had 50 or fewer enployees. He said, "This is
where the inpact will be the worst." He opined that this issue
is not being sufficiently addressed.

MR RIGGS said the first thing a firmwll do to adapt to a tax
of this magnitude is cut [its own] costs through |ayoffs, reduce
research and devel opnent, and shift the cost of the extra tax to
the consuner. A nunber of conpanies are listing the 2.3 percent
excise tax on their custoners' statenents. He indicated that

ARR COW TTEE - 34- Oct ober 29, 2013



conpanies doing wth business with Al aska have, in general,
three-year contracts; therefore, the prices will likely go up
when the contracts end. Al aska will see that increase.

2:41: 50 PM
MR R GGES said the snmaller firnse are the ones that take the

risks, as they mght have a single product or idea. Li ke nost
start-up businesses, they have a |lot of costs put into research

and devel opnent and inventory. So, if a conpany nekes a 2.3
percent profit on a product, the excise tax will take away any
profit that would have conme from that. A rational business
person woul d consider that and "slow it down" or perhaps not put
out as innovative a product. The |arger conpanies have
continued to do research and devel opnent, but have cut 20-30
percent of that budget. Big conpanies don't wusually conme out
with "the big ganme-changing products.” It's the smal

busi nesses that nmay be going out of business.

MR. RIGGS, regarding the lifestyle of a product, offered the
exanple of a conmpany called Aridian, which produced a product
for a problem wherein pain killers slow down a patient's
breat hing, and sonme patients are nore sensitive to others. I n
the past, a higher nurse to patient ratio made it nore |ikely
t hat soneone would discover a patient's breathing was slow ng

but automation and a decline in the nurse to patient ratio neant
that sonme people "started to slip through and have sone bad

epi sodes.” He said one nman canme up with an idea of nonitoring a
person's breath by neasuring the anmount of carbon dioxide
expended, which gives a lot of information to a doctor. The

equi pnent used for this neasurenent can set off an alarmif a
patient quits breathing, therefore allowing help to arrive
before the situation becones irreversible. In over five years,
this product has beconme the standard of care across the country
for any patient who is on a narcotic punp or pain killer in the
hospi tal . The federal governnment has made it mandatory in all
its institutions, as well. M. Riggs questioned whether that
product would have been nade if the excise tax had been in
exi stence.

2:45:41 PM

SENATOR G ESSEL pointed out that the data regarding a patient's
breathing goes to the nurses in the hospital, not the doctor.
She said what M. Riggs is describing about "the tax suppressing
i nnovation, you know, that applies to independent practitioners
as well." She said when M. Geen began her independent
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practice, she "worked for two years for free." She said that is
what it takes to start and build up a practice, and addi ng taxes
Wil result in less and |less community clinics. She questi oned
what woul d happen during a big disaster without those clinics.

MR. RIGGS said his spouse is a physician, and he indicated that
it took nine years of his support in the nmedical field to help
her start her practice.

2:47: 05 PM
MR RIGGS, in response to the chair, reiterated that retail

devi ces, such as toothbrushes and bandages have been exenpted.
Exanples of that which is not exenpted range from orthopedic

devices to tools to video nonitors. Regarding the 2.3 percent
excise tax, he said, "One can imagine that a product that has
been around for ... a nunber of years probably doesn't have nuch

of a profit margin."

CHAI R REINBOLD said she is from Eagle River, which does not have
a big corporation; therefore, this issue concerns her. She
menti oned the inportance of nom and pop businesses for teenagers
entering the workforce.

2:51: 02 PM

WLLIAM J. STREUR, Comm ssioner, Departnent of Health & Soci al
Services (DHSS), stated that sone prefer to call the |aw
"Cbamacare,” but he calls it the ACA because this tends to
"depersonalize it," because "it's endem c of what happened on a
Congressional |evel." He said President Obana "couldn't have
done it alone”" and "we need to be aware of that." He continued

as foll ows:

Wen the [U S.] Suprenme Court decision cane down, it
becane the law of the land, but the State of Al aska,
along with the other states, was offered the
opportunity to say "just say no" to Medicaid
expansion. Although it's been stated in any nunber of
national and state journals that the governor has said
no, he has not said no. He has said naybe/ maybe not,
and he's given ne the opportunity to do the deep dive
and try to show him the good, the bad, and the ugly.
And | say the good, the bad, and the ugly, because you
want all three sides.
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So, |'ve been spending a fair anount of tine reading,
| ooking at data that we have, internal and external,
to look at where the savings mght be, to where the
costs mght be, to where the liability mght be, to
the what ifs. You know, what if Congress turns over?
And the 90 percent to 100 percent of funding goes to
the 50 percent in the traditional (indisc.) That's
where the rest of our Medicaid participation (indisc.)

is generally at. W get a little amount with Denali
Kid Care; we get a little higher anobunt for certain IT
projects, but straight Medicaid, as we know it, is

about 50 percent federal mandate and federally funded.
It's a big part of the budget; it's $1.6 billion with

a "b." "And yet when | cane on, it was about $1.2
billion. with a "b", and ... over seven years we've
had some substantial increases. |'m happy to say over
the last two years we've been virtually flat. In
fact, 2013, | was able to return $25 nillion in
federal funds, which nicely paid for the governor's
suppl emental of $24.7 nmillion. So, we were able to

get sone wins and we got those w ns through being
innovative and working closely wth our provider
comunity.

COW SSI ONER STREUR stated that one of the issues he addresses

is generic nedication. He said [the state] saves a mllion
dollars for every percentage point it is able to increase
generic medication through the Medicaid program He said

historically, the nunmbers were going in the wong direction,
from 74 to 72 to 68 to 65 percent, but there has been a |arge
run of new "bling-bling drugs,” which affects the nunbers. He
said he approached the nedical comunity for help, which he

i ndi cated has been successful. He said there have been two
years of "flat spending,”" but said he thinks there wll be
clinbs in Medicaid spending. He said, "So, when we're | ooking
at Medicaid expansion, that's got to be factored into that.” He

said he has been working in the last few days to put together
recommendati ons for the governor.

2:56:28 PM

COM SSI ONER STREUR identified one question as whether there is
enough bandwi dth; that is whether there are providers who wll
pick up the load since a Medicaid expansion would result in an
i ncrease of 25 percent. Al t hough there is no know edge as to
what the health insurance exchange is going to receive in terns
of additional insureds, there are 137,000 uninsured people in
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Al aska. If, say, 60 percent of the people avail thenselves of
the health insurance exchange, that would amount to about 90, 000
people. Wth regard to the study that discusses [the need for]
4,000 new providers, Comm ssioner Streur stressed that the state

can't obtain providers now and thus he questioned what wll be
different wunder the health insurance exchange, particularly
since every other state in the nation will be facing simlar
probl ens.

COWM SSI ONER STREUR then expressed concern with placing nore
bodies in the nation's already broken health care system He
informed the conmttee that the U S. is the highest cost nation
in the world for health care, no matter if it's per capita or
popul ation basis. Alaska is one of the two highest cost states
for health care in the nation, which some argue is because of
the cost of |iving. Conmi ssioner Streur expressed the need to
control back such that care is returned to primary care
practitioners, whi ch i ncl ude doct ors, nur ses, nurse
practitioners, or physicians' assistants. |f Medicaid expansion
occurs and the ACA and health insurance exchange is enbraced, he
guesti oned whether providers will step up. He related that a
study from the hospital association reports there are $200
mllion in wite offs at hospitals each year. He doubted that
[hospitals] would be wlling to reduce their rates by $200
mllion if insurance coverage is increased for individuals.
Wth regard to whether there would be better care, Comm ssioner
Streur opined that will only happen when care is returned to
primary care providers. He al so expressed the need for better
managed care and guesti oned whet her nor e/l ess pri or
aut hori zations should be reviewed or whether rates should be
reeval uat ed. He highlighted that Brandon C ark's paper relates
the national average for Medicaid paynents is 66 percent of
Medi care, while Alaska is 140 percent of Medicare. He noted
that Al aska can thank U S. Senator Stevens for the bunp in the
Medi care rates. Comm ssioner Streur acknow edged there's a | ot
of roomto talk about rates, but noted that [the departnent] has
been able to provide a robust health care plan to the needy in
Al aska. Wth regard to the notion that Medicaid should be
expanded to 130 percent of the poverty level in order to cover
the extra children, he pointed out that children are currently
covered up to 175 percent of Medi caid.

3:03: 09 PM
COM SSI ONER STREUR then related that he and Representative

Hawker have struggled over the years with the anmount of grant
noney for behavioral health and senior disability services, [the
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need] for which continues to grow exponentially. Under a
Medi cai d expansi on, he questioned how many i ndividuals would not
be covered under Medi caid. He further questioned whether there
is an offset and if so, what it would be. About $60 mllion in
general funds (GF) is spent on behavioral health. These are
what he 1is considering when preparing the paper for the
governor, he said. He enphasized that he has to present a
bal anced [approach] for Al askans. He expressed concern that
there is donut hole, even wth the Affordable Care Act, for
those below 100 percent of the poverty |evel who are not
eligible for the exchange and thus they cannot receive
rei mbur senent . He opined that the belief was that Medicaid
woul d be nmandatory, and thus this group would not be of concern.
However, that is not the case. Al t hough those between 100-138
percent can go on the exchange, file, and be covered, they have
to front the premuns for 12 nonths until they can claimit on
their taxes. Those slightly above 200 percent of the poverty
level will receive 100 percent reinbursenent of their insurance
prem umns. He clarified that w thout the expansion, those bel ow
100 percent of the poverty level won't be eligible. He noted
that this group is largely made up of childless adults.

3:05:28 PM

COWM SSI ONER STREUR, in conclusion, told the commttee that he
hopes to neet with Governor Parnell and provide an overview in
t he near future.

3:06: 52 PM

CHAI R REINBOLD thanked the conm ssioner for keeping [the DHSS
budget] flat, particularly since the state's budget has been
grow ng on average at 6.5 percent a year for the last 10 years
or so, which is unsustainable. She then inquired as to how nmany
people are currently enrolled in Medicaid.

COWM SSI ONER STREUR specified that about 151,000 people are
enrolled in Medicaid of which about 137,000 actually use the
benefit.

CHAI R REI NBOLD opined that Denali Kid Care was a huge expansion
of Medicaid, and then related her wunderstanding from those in
the room that Denali Kid Care was expanded in 1998 under the
Know es Administration. She then inquired as to the annual cost
per patient.

ARR COWM TTEE - 39- Cct ober 29, 2013



COWM SSI ONER STREUR answered that the annual cost per patient is
$11, 000- $13, 000.

CHAIR REINBOLD referred to a University of Virginia study that
found the outconmes of patients on Medicaid with restricted
formul ari es, restricted access to certain physicians, and
restrictions to certain procedures were not as good. She asked
whether that is the case in Alaska, where there is a good
program with a good reinbursenent rate. She further asked
whet her any research has been done regarding the outcomes of
patients conpared to the private sector or in-house [services].

COWM SSI ONER STREUR answered that there has been very little
research done on that. In terns of the Medicaid in Al aska,
Comm ssioner Streur didn't believe one could afford to buy a
policy as good as what Medicaid in Alaska offers, although it's
very costly for the state.

CHAIR REINBOLD questioned whether [Medicaid in Alaska] 1is
sustai nable, particularly wth declining state revenues. She
then asked whether Comm ssioner Streur could provide any
solutions in terns of the future in Al aska.

COWM SSI ONER STREUR reiterated his belief that care should be
returned to primary care providers otherwise the trend will not
be reversed.

CHAI R REI NBOLD asked whether Comm ssioner Streur believes the
ACA will help that.

COW SSI ONER STREUR responded that he didn't know because he
didn't believe the ACA is concerned about quality of care but
rather is concerned about access to insurance. He pointed out
that the ACA isn't bringing providers in the m x as good counsel
and [has an awkward funding structure]. Comm ssi oner Streur
opined that the ACA, in its present form isn't going to do nuch
to inprove the quality of care, although it will inprove access
to care. He reiterated the need to find balance. He then
hi ghlighted the sticker shock that is occurring. For instance,
Oregon developed its own health care exchange for $240 million
and it's |linping al ong.

3:13:45 PM
SENATOR G ESSEL agreed with Comm ssioner Streur that Al aska's

Medi caid program is great. In fact, she said she has known
patients to nove to Al aska because of its generous Medicaid
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pr ogram She then recalled that Comm ssioner Streur said there
were 137,000 uninsured Al askans. She also recalled reading a
report from Mark Foster, an economist with |ISER that said the
uni nsured nunbers nay not be accurate because those who qualify
for Alaska Native health care are included as uninsured because
that's not considered insurance. Therefore, the uninsured
nunbers are distorted, she opined.

COW SSI ONER STREUR expl ai ned that he uses that nunber because
it comes from I SER and others. However, he said that Senator
G essel's concern about the nunbers is "spot on." He then
informed the commttee that the 137,000 uninsured also include
certain veterans who are eligible for Veterans' Affairs (VA
benefits. Since the uninsured nunber includes covered people,
he said he used it mainly for illustration purposes. He noted
that the tribal health care organizations in Alaska wll argue
that they don't have insurance while the federal governnent says
t hey do. Therefore, the nunber of [true wuninsured] is
consi derably | ower than [137, 000].

3:18: 06 PM

DR. RANCIN (ph) infornmed the commttee that in 2009 a group of
i ndividuals in Anchorage fornmed the Minicipal Taxpayers League
which involved itself wth local Anchorage issues, but also
addressed sone statewi de issues such as Cbanmcare. The group
contacted the Dittnman group who devel oped two surveys, one of
which went out to the public at-large, about 400 people
t hroughout the state, and anot her survey that went out to health
care providers. He noted that the questions on the surveys were
simlar regarding health care reform and provided the
information as wdely as possible, including the nedia,
| egislators, and the congressional delegation. He specified
that the offices of U S. Representative Don Young and U S
Senator Lisa Mirkowski were anxious to obtain the information

while the office of US. Senator Begich seened to stonewall
attenpts at receiving the information prior to the congressional
vot e. Referring to the survey provided to the public at-Iarge,
he related that the public was generally against the survey 55
percent to 42 percent. The healthcare providers were in
stronger opposition than the public at-large such that 80
percent opposed it and 10 percent supported it.

3:26:10 PM

CHAIR REINBOLD, referring to this Alaska statewde health
survey, pointed out that about 400 registered voters were asked
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to participate in the survey. These registered voters were
opposed to a national health care system and the vast majority
of respondents expressed concern with the health care reform
pl an being proposed [in 2009]. Wth regard to question 3 60
percent of respondents felt that the quality of health care was
going to becone worse [under the proposed health care plan].

Wth the Ilimted information at the tinme, 64 percent of
respondents felt that the cost of health care w Il increase.
The survey found that 82 percent of respondents felt that
government is spending too nuch. She opined that respondents

woul d be even nore alarnmed today in |light of the true costs.
3:28:49 PM

SENATOR G ESSEL inquired as to what kind of provider Dr. Rancin
iS.

DR. RANCI N answered that he is a denti st.

SENATOR G ESSEL pointed out that the two surveys are sponsored
by two different groups. The first survey says it's sponsored
by the Muinicipal Taxpayers League while the second survey
specifies that it is sponsored by Al aska Fam |y Medical Care.

DR. RANCIN infornmed the conmttee that both surveys were funded
by the [Minicipal Taxpayers League]. The survey of the 400
[public at-large respondents] was perfornmed conpletely by
Dittman whereas the other survey utilized sone nedical people to
hel p get the survey out to nedical practitioners.

SENATOR G ESSEL noted that Dittrman is always very clear that it
tries to match the denographics of the sanple to that of the
state, which is likely why the general [public at-large] survey
is nore accurate as opposed to the nore limted distribution of
t he second survey.

DR. RANCIN inforned the commttee that the second survey was
distributed fairly w despread throughout the state, including
Wasi | | a, Fairbanks, Sol dotna, Anchorage, and the Bush.

3:31:12 PM

CHAIR REINBOLD pointed out that the second survey was anong
nmedi cal professions that included 114 physicians, 41 dentists, 9
phar maci es, 21 nurses. She then highlighted that the second
survey had sone simlar results to that of the first, including
that 84 percent opposed a nationalized health care systemin the
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U. S Furthernore, 89 percent were in sone opposition to the
proposed OCbanacare.

3:32: 59 PM
The commttee took an at-ease from3:32 p.m to 3:42 p.m

Presentation: Regulations for Health Information Exchanges

3:42:19 PM

CHAI R REI NBOLD announced the comm ttee woul d next hear testinony
regarding a new regulation for the health information exchanges
that can be found in the Alaska Adm nistrative Code (AAC) 7 AAC
166. She explained that in the aforenentioned regulation a
public sector nenber will be nom nat ed.

3:43:18 PM

JOSHUA  DECKER, Interim Executive Director, American G vi

Li berties Union of Al aska (ACLU of Alaska), stated that the main
thrust of the health information exchange is a good idea as it's
an electronic database that allows patients to have their
medi cal records electronically stored and accessed. However,
there are sonme problens with the health information exchange,
which precipitated a neeting between the ACLU of Al aska and the
Department of Health and Social Services (DHSS). Al t hough DHSS
listened to the concerns of ACLU of Al aska and was responsive

three main concerns remain. The statute that governs the broad
strokes of the exchange, AS 18.23.310(c)(1l) states that the

exchange should be opt-out instead of opt-in. Therefore, if
patients are sil ent, their records are automatical ly
incorporated into the exchange. The exchange is currently on-
line in the Fairbanks area and wll soon be statew de.
Currently, in order for a patient to opt-out of the exchange
he/she has to go to their provider's office, fill out the
paperwork, and the paperwork has to be processed. M. Decker

of fered what he considered a nore sinple solution, particularly
in light of the privacy concerns; the solution would be such
that the state would assune patients who are silent do not want
their records to be part of the exchange. Therefore, it would
be an opt-in as opposed to an opt-out exchange.

MR. DECKER noved on to the second concern of the ACLU of Al aska,
which is the gap between the statute and the proposed
regul ati ons. The statute, AS 18.23.310, says the health
i nformati on exchange can only be used for treatnent and billing.
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The probl em is t he pr oposed regul ati ons, 7 AAC
166.040(e) (1) (b)(5), would allow the use of individual nedica

records for treatnent and billing as well as for "any reporting
pur pose under 45 CFR 164". He explained that 45 CFR 164 is the
Code of Federal Regulations regarding the Health Information
Privacy and Portability Act (H PPA), which addresses nedical

records. The concern, he related, is that 45 CFR 164.512 all ows
nmedi cal records to be used in a nunmber of concerning ways. For
i nstance, 45 CFR 164.512 allows nedical records to be used by
any conpany or organization regulated by the Federal Drug
Adm ni stration (FDA), which could include drug conpanies, to
engage in "post market surveillance."” Therefore, drug conpanies
would be allowed to call patients to followup on their
mar ket i ng. The ACLU of Alaska, he related, doesn't believe
that's a central way for Al askan's private nmedical records to be
used. Under 45 CFR 164.512, Title 45, would allow health
records as part of the health information exchange to be used
for |aw enforcenent purposes. M. Decker opined that in Al aska

a state that values individual privacy, |aw enforcenent should
not be able to sinply wite a letter to gain access to an
i ndi vidual's private nmedi cal records. Under 45 CFR
164.512(k)(2), the private nedical records of individuals would
be allowed to be used for national security and intelligence
gathering operations. As currently proposed, the DHSS
regul ations would allow the aforementioned to happen.

MR. DECKER then informed the conmittee that the conmputers of the
contractor running the exchange, the Alaska eHealth Network
(AeHN), had its conputers audited this year. The auditors'
concluded that "the controls around Internet access are likely
insufficient" and further stated that "sone nmachines have been
observed sending traffic to a location in Russia that could be

i ndi cators of conprom se". The auditors' also said, "The anti-
virus engine deployed by AeHN may not be effective in the
technical (indisc.).”™ M. Decker opined that organizations that

are going to hold the personal and private health records of
Al askans shoul d have robust security.

3:50: 48 PM

SENATOR G ESSEL inquired as to whether ACLU of Alaska wll
testify before the DHSS regarding its concerns with the proposed
regul ati ons.

MR DECKER confirmed that the ACLU of Al aska will submt witten

testimony to the departnment and would be happy to submt it to
DHSS.
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SENATOR G ESSEL commented that M. Decker's concerns are simlar
to those surrounding the prescription nonitoring program for
controlled substances. She noted her appreciation for M.
Decker's concerns and expressed hope they would be presented to
DHSS.

CHAI R REINBOLD pointed out that many of M. Decker's concerns
seemto be with the CFR, which are federal regulations that are
adopted by the state by reference. She expressed the desire to
be informed with regard to the responsiveness of DHSS to ACLU of
Al aska's concerns.

MR. DECKER poi nted out that adoption of the CFR is not mandatory
and the regulations could be structured to say that the records
will only be used for billing and treatnment as narrowl y defined
in the CFR
3:53:51 PM

The commttee took an at-ease from3:53 p.m to 3:56 p. m

Presentation: Departnent of Health and Social Services Assisted
Li vi ng Hone Rate Changes

3:56: 03 PM

CHAI R REI NBOLD announced that the |ast part of the hearing would
be a presentation regarding the proposed changes to the Assisted
Living Home (ALC) rate changes to the Al aska Adm nistrative Code
(AAC) 7 AAC 145 and 7 AAC 160.

3:57:35 PM

SHERRY METTLER, Past President, Assisted Living Association of
Al aska; Past President, Assisted Living Professionals of Al aska,
related her prior experience wth assisted Iliving hones,
including that she currently serves as a consultant to various
assisted living honmes, but she has al so operated assisted |iving
homes for over ten years. She said she is testifying today with
respect to proposed regul ations for assisted living hones.

AMY ONEY, President and Owner, Mama's Assisted Living Hones,
i ntroduced herself. She stated that Mama's Assisted Living
Hones has been in business since 2002.

3:59: 07 PM
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M5. METTLER then began her presentation by providing a brief
history of assisted living hone regulatory changes and rates.

When assisted living honmes began sonetime prior to 2002, a
regul atory structure rate was established at approxinmtely $70-
78. In 2001, Senate Bill 73 was introduced, which becane law in

April 2002 and increased the anmount for assisted living homes by
an additional $70. However, the departnent retained 42 percent
of the $70, she said. 1In order to receive its portion, assisted
living hones were required to submt a cost-based rei nbursenent,
whi ch becane a negotiated rate, although the current term used

in the proposed regulations is a hold-harnless rate. At the
time the hold-harmess rate was higher for nost of the assisted
living honmes than the previous rate in 2011. In 2004, a freeze

was placed on the rate. She elaborated that in 2002, cost-based
rei mbursenents were supposed to be reviewed annually by the
departnment to ensure that the assisted living honmes perforned
according to their projected costs and to allow for renegoti ated
rat es. However, "That never happened,” she said. Instead, in
2004, the rates were frozen and assisted living honmes could no
| onger renegotiate terns.

M5. METTLER advised the state also made changes which all owed
the [Division of] Al aska Pioneer Hones (Pioneer Hones) to serve
Medi caid waiver clients. In short, the changes pertained only
to Medicaid waiver rates since the private sector facilities
were not restricted, she said. M. Mettler reiterated that once
rates were frozen, the private sector could no |onger negotiate
rat es. I n approxi mately 2006 or 2007, the Pioneer Homes raised
rates for its medical personnel, including the registered nurses
al though the private sector was not allowed to do so. I n 2005,
a policy shift also had occurred, shifting from an internedi ate
nodel to a nedical nodel. Instead of [assisted |iving hones]
using the social nodel they then fell under the nedical nodel
Subsequently, their clients shifted from internmediate care to
nursing hone | evel of care. She pointed out hold harmnless rates
have not increased since 2002.

4:03:29 PM

M5. METTLER briefly referred to handouts [previously distributed
to nenbers] that she said provides additional backgr ound
information, including a reference to a 2008 Iletter [not
specifically identified]. In 2009, the assisted living hone
owners worked with the departnent in an attenpt to change the
rat es. In 2011 the departnent adopted new rates by regul ation
Currently, assisted living honmes are in danger of |osing hold
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harm ess rates when new regul ati ons becone effective on January
1, 2014. She offered her belief that assisted |iving hones
woul dn't have had any issue with the regulatory changes except
that the new rates for assisted living care are based on the

financial statenments of a small nunber - only 76 of the 680
assisted living hones in Al aska. She referred to a handout she
had just distributed. She explained that the rates are broken
out by the nunber of beds, "under 5," "6-16," and "17 and
above." Prior to this, Pioneer Honmes fell wunder the "17 and
above" category; however, under the new regul ations, the Pioneer
Hones are separate and distinct. She referred to the first

colum in the handout that read, "5 or fewer beds" and to the
second colum that read, "T2031," which includes a daily rate

It appears the departnment randomy selected rates ranging from
$65.81 to over $205, based on the audited financial statements
supplied by the departnment, she stated. It also appears that
consideration was not given to the nodels or to the individuals
who work in homes and whose enployers pay wages and insurance.

She then referred to another packet [no title provided]. She
expressed concern wth respect to the nethodology used to
calculate and interpret the rates that personnel costs and wages

were not considered in sone instances, in particular, wth
respect to the hold harnmless rates. She indicated that she just
closed two assisted living homes [ Soldotna Day Centers] - a 16-

bed facility and a 4-bed facility - because she felt she could
not operate under the new rates. As of 2002, the rate for her
assisted living hones was $216.64 [per day], but was schedul ed
to be reduced to $130 [per day] under the proposed regul ations.
Therefore, the hold harmess provision is especially inportant
to her, she said. She expressed her ongoing frustration over
the prospect of trying to care for people under |ow rates, such
as the $65 per day rate. She also felt it was unfair to lunp
assisted living hones together by bed size. She preferred that
the departnent base its rates on business nodels to determ ne
nore sustai nabl e and accurate rates.

M5. METTLER turned to slide 4, which shows the proposed rates
effective July 1, 2013 and on July 1, 2014. Under the new
rates, private industry honme rates are reduced by 7 to 19
percent while at the same tinme; the rates for the Pioneer Hones

will increase by 229 percent. She said, "Sonething's wong with
this picture. It has to be." She said the crux of the issue is
that adopting the new rates, conbined with elimnating hold
harmess rates, wll put many assisted |iving hones out of
busi ness. She urged the commttee to provide assistance in
determning the true cost of providing assisted living care to
clients. She also urged nenbers to prohibit dismantling the
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hol d harm ess rates, which becone effective date January 1, 2014
under the proposed regul atory changes.

4:12: 09 PM

M5. ONEY informed the committee that she has four assisted
living homes with five residents in each. Under the proposed
regul ati on changes, the assisted living rates for her facility
will be set at $205 per day. Her assisted living hones are not

considered a single big facility since they are in four separate
| ocations, noting she had consolidated her four hones into one
at the recommendation of the departnent. Additionally, she did
so to reduce the overhead necessary to nmaintain four limted
l[iability conmpanies (LLCs). Her total rate, based on four hones
with five residents in each at $205 per day, would equal
$1, 496,500, which represents the cost of doing business, she
sai d. The proposed rate changes would decrease her rate to
$124.81 per day for a total annual income reduction of $911, 000,
whi ch woul d be approxi mately $500, 000 | ess. She said, "I have
absolutely no way to cut that kind of expense and still care for
nmy residents.” Furthernore, she said doesn't have a persona
slush fund to draw funds, although she has worked to streanline
her operation.

M5. ONEY conpared rates for assisted living care wusing the
proposed rates, such that soneone who isn't insolvent would be
charged $541 a day, but soneone in a group hone woul d be charged
$310.63 per day for the sanme care. At the sane tinme, the
Pi oneer Hone rates for respite care costs are $350-$455 per day,
al t hough tenporary care charges would be $282.11 per day.
Still, her eligible rate would be set at $124.81 per day under
the new rates. She translated the "per minute rate" at $1.30,
which for 15 minutes totals $5.64. She conpared these charges
to personal care attendant (PCA) care fees and concluded those
rates would be 434 percent higher than her assisted living care
facility rates. She added that respite care patients would be
charged 226 percent nore than her group residential care rate.

4:17:11 PM

M5. ONEY turned to the [the Division of Al aska] Pioneer Hones

She enphasized that the Pioneer Hones should provide [the
committee with) a great cost nodel since the state is in full
control over the type of care residents receive and the

| egislature has total access to their costs. However, the
departnment has shifted the rates for Pioneer Honmes outside the
ones for assisted living hones. She predicted that if the
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Pi oneer Homes had been left in the sanme category the effect
woul d be that her rates would have increased by an average daily
rate of $286. She detailed sonme of the onerous admnistrative
requi renents [under the proposed regulations] that assisted

living honmes nust conply wth, including additional training
requirenents plus an increased standard of care. She
characterized it as being simlar to walking into Wal-Mart and
asking for directions to Cucci designer itens. Meanwhi | e, the

| egi sl ature's best tool for cost conparison, the Al aska Pioneer
Hones has been renoved. She recalled previous testinony before
the House Finance Conmttee by the division indicated
residential care exceeds $12,000, but Pioneer Home residents are
only charged $6,000 per nonth. The overall effect has been that
people who can afford good private care have mgrated to the
Pi oneer Honmes. After all, who wouldn't want to receive double
the benefit, she asked. She referred to detailed rates on the
next slide that indicate the Pioneer Hones have 169,317 units
multiplied by a $554.55 rate, for a total of $60,031, 342,
Conparatively, if their rates were simlar to hers, at $124.81
the total cost of care would be $21, 332, 000. According to the
departnent's figures, she concluded the state has overpaid $38
mllion for people who receive care in the Pioneer Hones.

4:21:06 PM

M5. ONEY argued that if the Pioneer Homes operated under her
current rate, the state would still save $25 million. She
contenpl ated the effect of her hones closing on January 1, 2014
or on July 1, 2014, if the hold harm ess rates are nmaintained

For one thing, her assisted living hones are duly licensed so
she is also qualified to care for older adults, adults wth
disabilities, and those with nental health issues. Referring to
the next slide, she pointed out that Anchorage has 13 assisted
living homes, wth a total of 17 assisted living hones in
Al aska. She predicted this will only increase as Al askans age.
At the sane tinme, the Pioneer Honmes are not |icensed and cannot
accomodat e her assisted living hone popul ation, she said. MVs.
Oney turned to identify her staff person, Elizabeth, who has
been with her for the entire 11 years she has operated. She
identified other nenbers of her staff, who also have served her
facilities from8 to 10 years. She expressed concern for their
I'ivelihood. She identified what she believes assisted |iving
honmes need. First, the assisted living homes need the ability
to address and nmaintain the hold harmess rates, which are
scheduled to expire on January 1, 2014, prior to the new rates
bei ng i npl enent ed.
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4:24:00 PM

M5. ONEY expressed concern that she will |ose $492 per day if
the hold harm ess rates are abandoned. Meanwhile, the notice of
closure requirenent is set at 90 days, but she has |ess than 30
days remaining before the proposed regulations go into effect.
However, at this point she hasn't obtained a clear answer wth
respect to the departnent's intentions on the proposed
regul ations for rate changes. She expressed her frustration at
being stuck in a difficult situation since she doesn't want to
give staff and residents notice when she is wunsure of the

departnment's stance. She said, "I need sone help and | need
sSome answers. I need soneone to be willing to step up in the
departnent.” She characterized the departnent's |ack of

deci sion-making ability as putting assisted living hones in an
i npossi bl e situation.

4:26:20 PM

M5. ONEY recommended a task force be assigned to discuss ideas.
She anticipated assisted living homes will have to conply wth
additional regulations for licensing and Medi caid. She woul d
like the state to identify benchmarks for quality of care
expectations and to identify what it can afford. She recalled

her prior commttee service, which leads her to believe that
when all the parties sit at the table sustainable solutions can

be worked out by the end of session. She related that Vernont
has also conducted a feasibility study on assisted living care
facilities. She wondered whether the departnment had run
feasible economc nodels and if so, whether closed hones were
renmoved from the cal cul ations. She also would I|ike adequate
notice in order to have an appropriate w nd-down for her
facilities. She concluded by saying she takes pride in the

quality of care she provides clients at her assisted |iving
hones. However, if that isn't what the state wants, she'd just
i ke the dialogue to happen in a "grown-up" way.

M5. METTLER asked the conmttee to give other people an
opportunity to testify.

4:30:26 PM

CHAIR REINBOLD thanked M. Oney for <caring for the elder
Al askans. She pointed out that Alaska has a grow ng aging
popul ation and no one seens to understand the nagnitude of the
expenses. She nentioned that she introduced HB 140, which did
not pass. Her bill would force the departnent to consider how
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statutory and regulatory changes affect municipalities and the
private sector. She enphasized HB 140 remains one of her
priorities. She enphasized that sonme regulations adversely
affect our communities and should be addressed on a state,
federal, and l|ocal |evel.

4:33:04 PM

REPRESENTATI VE TARR rel ated her understanding of the issue. She
understood the hold harnml ess provisions are working but wll be
elimnated on Decenber 31, 2013, followed by a lag period, wth
new regul ati ons beconing effective on July 1, 2014. However,

issues have arisen wth the proposed rate reductions for
assisted |iving hones. She further understood that the Pioneer
Hone rates are based on a |level of care provided basis, so |ower
needs clients can be charged |less. She asked whether the rates
shoul d be adjusted based on a tiered | evel of care.

M5. METTLER agreed that could be an option, which is one she has

suggested in prior years. She suggested that the departnent
seens to be trying to elimnate dual licensing, rather than to
create tiered licenses. She stressed this as one reason a task
force approach is inportant. She suggested the departnent
consider other factors, including patient acuity. She
recognized the benefits of having residents at different
abilities and ages since people help one another. She urged

menbers not to limt the Pioneer Hones strictly to the elderly
since that type of care tends to isol ate people.

4:36: 36 PM

SENATOR G ESSEL asked for the location of the other 17 |icensed
hones.

M5. ONEY offered her belief the assisted living hones were
scattered throughout the state, with one in Kodiak or Fairbanks.
She clarified that the total includes the nine assisted |iving
homes i n Anchor age.

M5. METTLER, in response to Senator G essel, answered that one
assisted living home is in Kenai and Fairbanks. She pointed out
sonme homes are dual -1icensed.

CHAIR REINBOLD reiterated the inportance of putting the power

back into the hands of the legislature instead of the
bureaucracy since it isn't held as accountabl e.
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4:38:51 PM

ROBERT NASH, Owner, Riverside Assisted Living, LLC, stated that
his 96-bed facilities were recently |icensed and opened. I n
2011, the rates were increased, but at the tinme the rates were
too low for facilities to break even, |et alone achieve any

profits. He said when rates were increased he invested $7
mllion in Soldotna to build a beautiful assisted |living hone on
the Kenai River. Basically, the proposed rate reduction from
$155 to $122 per day represents reductions for facilities
rangi ng anywhere from $40,000 to $80-90,000 per nonth. He
predicted that if the proposal passes Alaska will have a nass
crisis without places for Ms. Oney's clients to go. " Al aska
will be in a crisis node. One of the things we've already done

is to purchase property in Kenai, Alaska to build another |arge
facility. Kenai and Sol dotna did not have one facility over 17
beds. Not one. And there's a trenendous need down there,"” he

sai d. In fact, the Pioneer Honmes in Ketchikan, Sitka, Juneau,
and Palnmer currently experience a three to five year waiting
list. Furthernore, seniors represent the fastest grow ng
popul ation in Al aska so [the nunber of seniors] wll be doubled
in five years. He cautioned that investors currently shy away
from Alaska since it lacks stability. He offered his belief
that the private sector nust fill this need. He reiterated that

he did not believe he could open another facility in Kenai since
it won't be possible to stay in business [under the proposed
regul ati ons].

MR. NASH said he is accountant by profession and reiterated the
departnent’'s net hodology is flawed. He cautioned the grouping
used. In fact, his hone is as large as the |ocal Pioneer Hone.
He characterized the situation as being simlar to the state
being the referee and the rule naker. Under this nodel, the
state will lose $38 mllion per year. The Medicaid waiver
al nost requires a nursing hone degree of care. He stressed that
the state saves a lot of noney by allowing the private sector to

provide nore homes and fill the void. He enphasized that it
costs $14,000 to $16,000 [per nonth] to put people in nursing
hones. He conpared that to costs in Boise, I|Idaho, as well. He

suggested the group hoped to talk to the governor during the
post-conment period. He suggested a long-term solution would be
to stabilize rates by having the Ofice of Rate Review work with
private people - using audited financial statenents to identify
fair rates. He acknowl edged that he did not |ike conpeting
against the Pioneer Hones - the rule nmaker. He offered his
belief that some solutions could be achieved. He expressed his
di sappointnent that the legislature did not have the power [to
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negate the regulations], noting other firns don't have a desire
to conpete in Al aska.

4:44:52 PM

MR. NASH al so expressed his disappointnment that the director has
not been |istening. He predicted an inmnent crisis related to
assisted living hones. He asked to go on record to provide
facts, especially if a lot of seniors are displaced [due to the
proposed changes. ]

CHAI R REI NBOLD stated the purpose of hearings so both sides can
be heard. She indicated the department has al so been hearing
the testinony and the commttee wll follow up as this
regul ati on noves forward.

4:46: 59 PM

LYNN VAZQUEZ stated she has a relative who has been receiving
[assisted living hone] services. Consequently, she has visited

over 20 assisted living hones. She referred to page 2 of a
handout [not identified], noting a big discrepancy exists
bet ween the proposed conpensation for the Pioneer Hones and the
private sector assisted |iving hones. She did not think the
| evel of care has been considered. She has also visited Mama's
Assi sted Living. In her estimation, sone of the clients could
go into a nursing honme due to their needs. However, the

proposed rates do not take level of care into consideration.
She contrasted the private home care with the care offered by
the Pioneer Hones since sonme of the Pioneer Honme residents are
anbul atory, cogni zant and self-sufficient, al though she
believed sonme clients also need a higher |evel of care. Again,
the proposed regulations do not recognize the difference. She
referred to [page] 11 of the handout, and suggested there isn't
any reason not to forma task force to exam ne the issues. She
cautioned that uni ntended consequences  of the proposed

regul ations nay crush the private sector. She said it isn't
easy to find a good assisted |iving hone. Menbers m ght not
realize how critical the services are to the people they serve
unl ess they have personally visited these facilities. She

reiterated the inportance of review ng the proposed regul ations.
She pointed out the difference between services needed for

personal care assistant (PCA) to services in assisted living
hones. She stressed that [assisted living hones] may be the
nost cost effective nethod of delivery. In her view, the

Pi oneer Hone should provide care for those who need nursing hone
|l evels of care, but also provide care for those who can take

ARR COW TTEE - 53- Oct ober 29, 2013



care of themselves, including those who walk around, go on

dates, and feed thensel ves. On the other hand, homes such as
Mama's Assisted Living hones provide care for the nearly
bedri dden el derly. She pointed to her professional background,

expertise, and credentials. She said she has a Juris Doctorate
from Cornell University and a Master of Business Adm nistration
(MBA) in health care services admnistration. She has worked
for the Division of Public Assistance for many years in the
Comm ssioner's office of DHSS. She added other supportive roles

she has served in the field. She characterized her status as
being "very well versed" on the subject of assisted |living hone
care. She enphasized that she, too, would like to see the

department form a task force to address the issues prior to
taking action that could render significant harm She predicted
that the state could save noney both from the financial
standpoint, and fromthe nmanagerial perspective.

4:52:48 PM

JASON HOOLEY, Special Assistant, Ofice of the Conm ssioner,
Departnment of Health and Social Services (DHSS), said he
appreci ated today's testinony. The departnent considers itself
accountable to the legislature, the governor, and nost of all to
the people of Alaska regarding actions, deci si ons, and
regul ati ons before the commttee today. He offered to work with
Comm ssioner Streur on the issues as presented today.

4:54: 33 PM

JARED KOSI N, Executive Director, Rate Review, Division of Health
Care Services, Departnment of Health and Social Services (DHSS)

stated the regulations at issue cane fromhis office. First, he
said the departnent is listening, it will continue to do so, and
he also takes these issues very seriously. He advi sed nenbers
he assunmed his position in January of l|last year, and that he and
his wife are residents of Eagle R ver having relocated to Al aska
from Denver, Col orado. He stated he is an attorney, with an
VBA. He also said he has a trenendous respect for |egislatures
and has spent tinme working for majority | eaders and speakers in

two different states. He further stated that he takes his job
seriously when witing regulations and releasing bonds. He
noted the regulations at issue have a public comment period
until Novenber 1. Thus the departnment is limted in its

response today, but he indicated he appreciated the coments.
He has specifically urged Ms. Mettler to submit her comments so
they can be considered as part of the public comment on the
proposed regul ations. He acknow edged the decisions being nade
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are big ones. The proposed rate changes are not made "out of

the bl ue" but date back to 2011
4:56: 18 PM

MR, KCSIN said in 2011 [federal] regulations cane into effect
that called for the new cost based rate to take effect on or
after January 1, 2014. The regulations also provided for the
expiration of the hold harmess rate. The decisions and
proposed changes in regulation really stem from those changes.
He related that he continues to neet with people on the proposed
regul ati ons. For exanple, he met with about 50 providers at an
Associ ation of Developnental Disabilities neeting today. He
acknow edged the process can be frustrating, but again, he is
restricted in what he can do today, although he assured nenbers
he is listening to the comrents.

4:57:39 PM

CHAI R REI NBOLD said she appreciated having his comments on the
record. She said she will consider adding a provision requiring
disclosure in HB 130 so people <can pinpoint the person
responsible for witing any regulations. She el aborated on

accountability and stressed the inportance of knowing the
elderly will be cared for in the future.

4:59:43 PM

SENATOR G ESSEL asked for clarification on how long after the
Novenber 1 public comment period that the departnent wll need
to respond to the proposed regul ati on changes.

MR. KOSIN answered the deadline for the proposed regulations
will be on or after 1/1/2014; however, the departnent is very
sensitive to the hold harnless rate. O the 332 entities that
provi de waiver services subject to the rate, 38 relate to the
hold harm ess rate, which he estimated is worth approximtely

$10 million in the system of paynent. He agreed the rates wll
expire on 12/31/13 if the departnment does not take sone
regul atory action. He indicated the departnment will try to be

very fast in responding after the Novenmber 1 public coment
dat e.

5:01:19 PM

SENATOR G ESSEL related her understanding of the departnent's
actions once the public coment period ends. She further
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understood the departnment would re-wite regulations, which
woul d then be subject to another 30-day public conment period.
She asked whet her that woul d be the process.

MR. KOSI N answered no. He explained the process, such that the
departnent would nmake a decision based on the comments, which
would go forward to the Lt. Governor for filing wthout the
requi renent for additional public notice.

SENATOR G ESSEL asked for further clarification. She asked for
further clarification on the process. She asked whether the
process is that the regulations will go into effect 60 days
after the Lt. Governor signs them

MR. KOSIN answered that the departnent would want the hold
harm ess provision to go to the Lt. Governor by Decenber 31,
2013. He predicted that action could happen pretty quickly.

5:03: 08 PM

CHAI R REI NBOLD asked to place on record that AS 44.62.710-800 is
under negotiated rule nmaking, in which discussions can occur
bet ween the departnent and the stakehol ders. She hoped that a

path would be available so Alaska's elderly can be cared for
appropriately.

5:03:40 PM
ADJ QURNVENT
There being no further business before the comittee, the

Adm ni strative Regul ation Review Conmittee neeting was adjourned
at 5:04 p.m
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