[bookmark: _GoBack]Public Testimony and Comments of David Morgan on HB 374 Reinsurance Program, Health Insurance and Waivers at Senate Finance (Standing) Committee conducted on June 01 Wednesday at or around 1:00 PM.
Background for David Morgan:
I am currently a retired healthcare economics and representative myself.  I have been a resident of Alaska since 1984 and worked in Alaska health care for over 32 years, serving Alaskan health care organizations with extensive experience in Community Health Center (CHC) operations, Medicare/Medicaid Reimbursement, health care economic analysis and government relations. 
· Southcentral Foundation – Reimbursement Manger/Director for 15 years.
· Eastern Aleutians Tribal – Deputy Director of Operation (5 Clinic’s, based in Sandpoint, Alaska)
· Providence Hospital Alaska – Patient Accounts Manager for 5 years
· Bartholomew and Vermillion County Hospitals – Controller positions for 6 years (Indiana)
I was the former Member/Chairman of the Municipality of Anchorage Health and Human Services Commission 2nd Term expired 10/31/2015). Currently a member of the Alaska Primary Care Association, Healthcare Financial Manager Association, Commonwealth North Health - Study Groups (Healthcare Economic Contributor to The State’s Operating Budget:  Critical Crossroads, Choices, and Opportunities 2015 Report) and the Alaska Medical Group Management Association.  I holds a bachelor’s degree from Morehead State University in Economics and Accounting and formally was a member of the Alaska Health Care Commission representing Alaska’s Community Health Centers 2010 – 2015 (2nd term expired 02/19/2015).
· Professional Memberships and Awards:
Southcentral Foundation awarded me the “Living our Values Award” for my contribution to the success of the cost based Primary Care EPSDT Pilot Group in 2006.  In 2012 I was the recipient of the Alaska Primary Care Association “COHO Award” for advancing, promoting and advocating for significant increase in cost effective resources available for the Alaska’s primary care safety net.  In 2013 Healthcare Financial Management Association awarded me the “National Muncie Gold Merit Award” recognition for healthcare economic articles on Medicaid/Medicare, presentations on health care costs drivers and 20 years of voluntary public service with the Boy Scouts of America (BSA), Community Councils, State of Alaska and Municipality of Anchorage Boards and Commissions.  I am a Fellow of Healthcare Financial Managers Association and National Health Care Economists.  I was the President of Roger Park Community Council and Board member for 4 years.

Alaska’s Individual Health Insurance Market - 
· Health Insurance Rates 2016 – 2017:

Health insurance rates have been rising dramatically in recent years impacting both businesses and individuals.  This month, Moda health announced their intention to discontinue offering individual health insurance next year.  The Alaska Division of Insurance approved a premium increase of 22% to 40% for 2015, 39.1% for 2016 and now has said that premium rates may increase over 40% in 2017.  With these challenges in the future, it is critical that Alaska health care policy makers and Legislators understand the impact and develop a serious economic strategy for this first indicator of the lack of understanding of the cost driver of making coverage available to everyone regardless of medical history, at the same price with limited variation based on age.  This policy has produced a quandary for insurer’s that must have young healthy people to purchase health insurance through the ACA Federal Exchange but, who are have choosing to pay the Federal Health Care Tax penalties that equal 8 to 12 weeks of the premiums including the exchange subsidies (tax credits).  

Please review the 2016 and 2017 premium increases for the top 5 States.  I have include all Increased for all State as detailed by the Wall Street Journal as an addendum of this written testimony.

                               Average Premium		Average Premium
State:                     Increase – 2016		Increase – Proposed for 2017   
        
1. Minnesota		47,7%				N/A until filing deadline of 9/30/16
2. Alaska		39.1%				Over 40%
3. Tennessee		35.2%				38.6%
4. Hawaii		30.1%				33.4%
5. North Carolina	29.0%				20.6%
Extreme example of insurers in other States like Humana requesting premium increases of 65% in Georgia, Providence Health Plan increase of 29.6% in Oregon’s exchange and with America’ largest health insurer UnitedHealth Group fleeing the market and Moda giving up on the Alaska’ s market.
It is incredulous that the very health insurance carriers (Blue Cross and Aetna), ACA support/interest groups (AARP, Hospital/Primary Care Associations’) and some of the State Officials that came before the Alaska Health Care Commission and this Committee in person, advocating for ACA now telling us we now we should fix their program and the ACA.
I was surprised during the public testimony that there was no suggested fixed from the Administration, a request for but more money from the State Treasury.

Recap of House Bill No. 374 –
The bill is 1.3 pages and has three Sections.  Very little detail and really about transferring State Funds to a reinsurance program.  
· Section 1. Providing funding for the reinsurance program.  The legislature may appropriate the excess revue to the division of insurance to be used to fund the reinsurance under this chapter.  The House Finance Committee has estimated the transfer (new cost to the State of Alaska) of $55 Million dollars for roughly 450 individuals.

Very little detail on number of individuals and the estimated costs.  My estimate is the population covered by the reinsurance program is 10% utilize 70% of the costs (or) 45 individuals that will have claims payout of $38 Million dollars.

   
· Section 2.  Waiver for state innovation.  The director may apply to the United States Secretary of Health and Human Services (42 U.S.C. 18052) for an applicable waiver. Comments, we could use the waiver to develop serious strategies to control costs and improve health services to the high cost choric group.
· Section 3.  The Act takes effect immediately.

Alaska’s Individual Health Insurance Market:  What should we do?
The legislature should direct that the Waiver for state innovation (Section 2.) should be used for processing and pay claims that applicable and used to reduce and control the costs for the chronic and high cost group in the individual health insurance market.  This could be the starting point.
· The Chronic & Acute Medical Assistance (CAMA) program used by the Division of Health Care Services that was the state funding program designed to help Alaskans who have specific chronic illnesses get the medical care they need to manage those illness.  It was primarily for people who did not qualify for Medicaid benefits (now covered by Medicaid Expansion), and have inadequate or no health insurance because (now covered in the health care exchange).  Health insurance do have different process of evaluation and claims processing system but, this program could be the start to develop a managed care system to control the cost drivers of this group of at most 500 individuals.  

· Recommended Strategy:

Who would be Eligible:  Only those individual that have health insurance purchased through the insurance exchange and for covered medical condition detailed by their coverage, have applied and not eligible for third party resources to cover treatment of medical condition, and must be a U.S Citizen or legal alien. 

The following third party resources should be applied for; Veteran’ Administration, TRICARE, Office of Vocational Rehabilitation, Division of Mental Health and Developmental Disabilities, Medicaid, and Medicare and Tribal Health benefits (Tribal eligible).  Payment for medical bills or insurance coverage available from another person or organization who are liable.    

Covered Medical Conditions that would need payment of claims:  Terminal illness, cancer requiring chemotherapy, chronic diabetes/diabetes insipidus, chronic seizure disorders, chronic mental (including drug/alcohol conditions/rehab.) illness, and chronic hypertension.

Verification of Covered Medical Condition:  Review of medical records, use of care coordinators should be utilized to be used to organized care (health providers), review claim structure and negotiate payments.





Other Resources and Program that could be used to improve care and control costs:  

· Use of Medicare Centers of Quality (NHQI)
· Contract and (or) outsource of the management of the proposed Reinsurance program proposed in the Bill by the Alaska Healthcare Insurance underwriters program.
· Southcentral Foundation Nuka System of Care (Customer-ownership, relationships and focus on whole-person wellness.  Please review the attached Addendum outlining Nuka System of Care Successes.

Alaska’s Future Health Insurance Group Market Crisis’s: 
1. After a two year delay the “Cadillac-plan tax” a 40% percent excise tax (not deductible) on the amount by which health insurance plan costs exceeded annual thresholds of $10,200 for individuals or $27,500 for families starting in 2018.  It is estimated that over 70 percentage of the health insurance plans in Alaska will have to pay the tax.

2. The State of Alaska Department of Health and Social Services (DHSS) contracted a report from MYERS and Stauffer to make recommendation for Health Care Provider Tax Feasibility Study.  The recommendation will included taxes on health care services that will be passed on to patients and insurance carries.

3. Medicaid Expansion cost projects from the Alaska Department of Health and Social Services from the following Reports show an $88 Million dollar increase in State of Alaska Costs.

The Healthy Alaska Plan:  A Catalyst for Reform (February 2015); projected (Saving) and or Cost for 2016 to 2020 = Net Saving of ($34 Million dollars) 
 
The Menges Group:  Assessment of Medicaid Expansion and Reform Initial Analysis (January 15, 2016); projected (Saving) and or Cost for 2016 to 2020 = Net Cost of $54 Million dollars

The net change of projected costs of $88 Million dollars for Medicaid Expansion.  Please review the attached Addendum - Tables 2, 3 and 4.
Summary –
The current Administration has a problem of estimating the costs and impact of programs.  To open the State Treasury for a proposed reinsurance program at this time without developing health care cost drive management for high cost and chronic with the mountain of taxes and increased costs in the next 3 years would be mistake.
I hope to see many of you at the Commonwealth North lunch “Alaska’s Health Insurance Market: What should we do?” on June 15 from 12:00 PM to 1:30 PM at the Hilton Anchorage Hotel.

2

