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- HEARD
PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REG STER
M KE NAVARRE, Mayor
Kenai Peni nsul a Borough
Kenai, Al aska
PCSI TI ON  STATEMENT: Presented a PowerPoint title "Medicaid
Expansi on. "
ACTI ON NARRATI VE
3:04: 37 PM

CHAIR PETE HIGA NS called the House Health and Social Services
St andi ng Committee neet i ng to or der at 3:04 p. m
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Representatives Higgins, Keller, Tarr, and Seaton were present
at the call to order. Representatives Pruitt and Reinbold
arrived as the neeting was in progress. Also in attendance was
Represent ati ve Josephson.

Present ati on: Kenai Peni nsul a Borough - Medi cai d Expansi on

3: 05: 36 PM

CHAIR H GA NS announced that the only order of business would be
a presentation by the Kenai Peninsula Borough on Medicaid
Expansi on.

3:06: 18 PM

M KE NAVARRE, Mayor, Kenai Peninsula Borough, shared that his
background also included 12 years as a state |egislator. He
presented a PowerPoint titled "Presentation to the Health &
Social Services Conmittee." He directed attention to slide 2,
"Medi caid Expansion,” and shared that states had the option to
participate in the Medicaid Expansion, and established that the
eligibility expanded to 138 percent of the Federal Poverty Level
(FPL). He offered his belief that, in Alaska, this should be
200 percent of the FPL, as the cost of health care in Al aska was
"more than twce as nuch as other states around the country."
He noted that this expansion would also include all adults under
this FPL, would have a higher federal matching rate for this
expansion group, and wuld establish nodified adjusted gross
income as a neans for determining eligibility.

3:09: 39 PM

MAYOR NAVARRE noved on to slide 3, "Enhanced Federal Medicaid
Match Rate for New Eligibility Goup,” which listed the match
rates of federal share and state share over the next 10 years.
He noted that, as this was a "promse from the federal
government, | think there's good reason to be skeptical of it."
He shared an anecdote of his time in the Alaska State
Legislature. He opined that this match rate woul d make econom c
sense for Alaska, if the federal match rate continued as
pl anned, and he suggested that Alaska nove forward with the
Medi cai d expansi on.

3:10: 57 PM

MAYOR NAVARRE pointed to slide 4, "Medicaid Expansion in Al aska:
Enrol | mrent and Spending,” which showed the growth of enroll nent
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and spending for Medicaid in Al aska, from 2014 to 2020, and he
stated that Medicaid expansi on "nakes good sense."

3:11: 15 PM

MAYOR NAVARRE explained that slide 5 was the sane information as
slide 4, only in graph form He reported that slide 6,
"Potential Budget offsets,” had estimates for savings wth
expansion of Medicaid. He noted that the Departnent of
Corrections should have significant offsets to spending.

3:11: 52 PM

MAYOR NAVARRE noved on to slide 7, "Net I|Inpact on State Budget,"
which reflected the inpact if there were the potential offsets.
He reflected that the cost to the state would only be about
$23.3 mllion, cunulative, through 2020. He pointed to a net
savings for the state through 2018.

3:12: 34 PM

MAYOR NAVARRE reflected on slide 8, "Return on Investnent,"”
whi ch graphed the return on the investnment of both state funds
and federal funds in Al aska.

3:12: 57 PM

MAYOR NAVARRE noted that slide 9, "Substantial Job Gowh,"
slide 10, "Increased Wages," and slide 11, "Regional Inpact,"
reflected the accunul ated econom c inpacts through 2020 from the
Medi cai d expansi on.

3:13: 55 PM

REPRESENTATI VE SEATON asked about the participation |levels as
descri bed on slide 10.

MAYOR NAVARRE explained that this tracked the low, md, and high
participation rates of cunulative enrollnent into the Medicaid
expansi on.

REPRESENTATI VE SEATON asked to clarify that sone eligible
participants may still not apply.

MAYOR NAVARRE said that it reflected that eligible participants
woul d either not apply or not enroll all at the sane tine.
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3:15:12 PM

CHAIR HHGA NS nused that one state, which he could not renenber,
was investigating the enrollnment of all of its Mdicaid
recipients into the Medicaid expansion, declaring that it was "a
novel idea."

MAYOR NAVARRE presented slide 12, "Summary," which reflected
Medi cai d coverage for an additional 40,000 Al askans. This would
increase the federal revenue to Alaska by $1.1 billion, would
potentially create 4,000 new jobs, and would increase salaries
and wages to Alaskans by $1.2 billion. He declared that this

$2.4 billion in increased economic activity throughout Al aska
would cost the state $90 mllion wthout offsets, or %$23.6
mllion with the offsets. He stated that the offset nunbers

could be higher or lower, and that the inpact could be a bit
different as sone people were already covered through bad debt,

charity care, discounts, or cost shifting. He opined that
Al aska would benefit fromthe investnents in the state, but not
necessarily feel all of the inpacts, as there was the

possibility of a different fund source for these services.
3:16:51 PM

MAYOR NAVARRE offered slide 13, "Wwo Pays the Hospital Bill?"
He announced that Medicaid and Medicare paid a large share of
hospital care in Al aska, and that the conbined State of Al aska
| ocal governnent, and commercial insurance prograns was also a
| arge share.

3:17:19 PM
MAYOR NAVARRE furnished slide 14, "Hospitals Miust Serve Al Who

Need Care," and stated that the cost for unconpensated care in
Al aska during 2011 was $217 mllion, with an additional $200

mllion in | oss from underpaynents.

3:17:49 PM

MAYOR NAVARRE nmoved on to slide 15, "Cost Shift Hydraulic,”
whi ch depicted the underpaynents and unconpensated care. He
pointed out that those wunpaid anmounts were shifted to the
private payers, through increased prem uns. He reported that

i nsurance plans were now requesting discounts from hospitals, as
procedures had gotten very expensive in Al aska. He enphasi zed:
"That is a scary thing if we don't get that piece fixed in terns
of the cost of health care.™
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3:19:19 PM

MAYOR NAVARRE explained slide 16, "Cost Shifting to Private
Payers,”" and said that the inpact of cost shifting for
unconpensated care had resulted in an increase to annual
i nsurance prem uns of $257 per insured person per year in 2009,
with an additional annual increase to insurance prem uns of $628
as a result of underpaynent.

3:19: 50 PM

MAYOR NAVARRE supplied slides 17 & 18, "Central Peninsula
Hospital ," and "South Peninsula Hospital," noting that both
hospitals were in his borough, and stated that these slides
portrayed the growth in charity care and bad debt. He decl ared
that health care continued to increase beyond the increase to
cost of living, which was an unsustai nabl e rate.

3:20: 38 PM
CHAIR HI GA NS asked for an explanation of "bad debt."

MAYOR  NAVARRE, in response, said that charity <care was
recognized for an individual in the application process, in
order to receive debt relief for unpaid hospital bills. He
explained that "bad debt" was sinply when individuals were
unable to or did not pay for hospital bills. He coment ed t hat
this was a significant anount of noney.

3:21:42 PM

MAYOR NAVARRE provided slide 19, "Medicaid Eligible in AK"
whi ch estimated the potential nunber of additional enrollees for
Medi caid to be about 40,000 statew de.

3:22:17 PM

MAYOR NAVARRE indicated that slide 20, "Medicaid Eligible in
AK," showed the unanticipated inpact of the U S. Suprenme Court
deci sion for changing the expansion of Medicaid from nandatory
to optional. He declared that, wthout the expansion, there
would be a gap in coverage for sone Alaska residents. He
pointed out that the Patient Protection and Affordable Care Act
was designed to offer care for lower income people, and he
opi ned that this gap would be resolved with a mandate.
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3:22: 58 PM

MAYOR NAVARRE offered his belief that the Medicaid Expansion
"makes sense for Alaska, but | also understand the concerns
about future inpacts, especially wth federal funding and
prom ses of funding, and whether or not we'll actually see that
|l evel of funding given the situation that our nation finds
itself in." He declared that the Patient Protection and
Affordable Care Act was only a part of the com ng changes to the
health care system although it was not possible to predict
t hose changes. He announced that the current health care system

was "overly conplicated, i nefficient, over utilized, and
unsust ai nable, particularly in Al aska, where the costs are
hi gher than other states." He deliberated that negotiation for

cheaper care was necessary, or people would go out of state for
care, which would change the econony of scale for |oca

hospi tal s. He voiced the need for a long term plan for the
future of health care in Al aska. He referred to an Institute
for Social and Econom c Research (ISER) study which indicated
that there was nmore than $10 billion spent annually on health

care for Al askans. He stated the necessity to define a plan and
a direction to nove forward in order to provide |ower cost
health care and expanded service to residents of Al aska.

3:25: 25 PM

REPRESENTATI VE TARR, referring to slide 7, asked about the
proj ected savings for Al aska. She asked if the early years of
savi ngs could be used to pay for the costs in |later years.

MAYOR NAVARRE speculated that each state was working for
additional data to make those decisions within the existing
budget . He suggested that a lot nore information would need to
be gathered to recognize all the budget inpacts.

3:27:22 PM

CHAIR HI GA NS asked about the data. He directed attention to a
handout from the Heritage Foundation, which he distributed to
the commttee and Mayor Navarre. He reported that this Heritage
Foundation data reflected that, after 2016, there would be nore
nmoney spent than coll ected. He commented that different data
reflected different projections.

MAYOR NAVARRE expressed his agreenent that there was a |lot of

data, and he opined that the use of data in context could bring
forward different conclusions. He indicated that it was
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i ncunbent for Departnent of Health and Social Services to
coll ect the best data on order to base its public policy.

CHAIR HIGA NS established that it was necessary "to tread
lightly on this whole subject, because it's new to everybody."
He suggested looking at it closely and naki ng good choi ces.

3:30: 21 PM
REPRESENTATI VE SEATON asked for a definition to underpaynent.

MAYOR NAVARRE replied that Medicare and Medicaid were defined as
under payers, because these prograns did not reinburse to the
full value of wusual and customary service. He said that this
under paynment would result in a cost shift, if the cost was what
was being charged. He declared that he was searching for a
health care nodel to better determne the costs, as the current
system of billings, discounts, and cost shifting nmade it "very
nearly inpossible to determ ne where things are at, but it's too
expensi ve. "

3:31:42 PM

REPRESENTATI VE RElI NBOLD asked for nore information about the $10
billion in health care expenses.

MAYOR NAVARRE referred to the 2010 | SER study which had reported

$7.5 billion on health care spending in Alaska, and he
extrapolated that the current cost increases brought the
spending over $10 billion, especially if the nobney spent on

health care outside of Al aska was al so i ncl uded.
3:32: 38 PM

REPRESENTATI VE REINBOLD asked if this included insurance
prem umns.

MAYOR NAVARRE replied that it did.

REPRESENTATI VE REI NBOLD expressed her concern with giving health
care to everyone, because "it's hard to take it back." She
agreed that health care was inportant, but that she had concerns
that the federal government was neking prom ses while there was
a $16 trillion debt.

MAYOR NAVARRE, in response to Representative Reinbold, said that
he shared her concern. He offered his belief that Medicaid
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expansion was the conservative approach, as the health care
system was currently unsustai nabl e. He reported that
negotiations wth the public enployee unions focused on health
care, as the increases to health care were "off the charts,” and
had caused an increase in the unfunded liability. He noted that
the calculations for the increase in health care costs had not
been accurately predicted. He pointed out that the Medicaid
expansion offered a | ower cost than the current system

3:35:15 PM

REPRESENTATI VE REI NBOLD asked if it was possible for all the
bargaining units to enroll in the same health care system in
order to save noney.

MAYOR NAVARRE acknow edged that the aforenentioned would result
in a huge savings to the public enployee union, but stressed
that those savings would shift el sewhere and "sonebody el se ends
up paying nore." He decried that this had been happening for
many years in health care service.

REPRESENTATI VE REINBOLD repeated that it would save noney if
everyone bargai ned toget her.

3:36: 53 PM
ADJ OURNNMENT
There being no further business before the commttee, the House

Health and Social Services Standing Conmittee neeting was
adj ourned at 3:36 p.m
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