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Fiscal Note Analysis

SB 211

We assume: Ffull-time ANP works 40 hrs/week, 43
weeks/year, charges $90/hour, and is likely to have a
patient mix that 1is approximately 30% Medicaid-
eligible. Medicaid pays ANPs 80% of the charges
normally billed to the general public. Therefore, a
full-time ANP is likely to bill Medicaid for $41,472
per year (1920 hours x $90/hr = $172,800 x 30% x .80 =
$41,472)

Part-time ANPs work, on average, 30% of full-time ANPs.
$41,472 x 30% = $12,442 per year

6 full-time and 6 part-time ANPs will enroll in
Medicaid.
6 X $41,472 = $248,832
6 x 12,442 = 74,652
$323,484

Of this theoretical maximum billing, we assume 75% will
be for services which Medicaid recipients would have
received from an array of other types of enrolled

providers. Many of those providers would have billed
Medicaid more for their services, so it is reasonable
to posit some program savings will occur. However, we

have no way to estimate how many recipients will leave

each existing provider type (and payment level), so we
cannot estimate the savings involved.

The remaining 25% will be new services, of two types:
services which eligible persons now receive from ANPs
(and for which ANPs probably receive little or no
compensation) and services which eligibles now either
defer or do without. From the latter category, the
increased access to services patients would experience
by adding ANPs as providers may result in services
which are more timely or even preventive, thus
producing a savings of later, more expensive Medicaid
costs. However, again, those savings cannot be
guantified.

A start date of January 1, 1992 1is assumed, since time

would be required to modify the Medicaid payment system and
recruit, enroll, and train new providers. Benefits costs
for FY92 would therefore be 40.4 (323.5 x .25 x .5)
Benefits are 50% federal (20.2), 50% state funds.



(b) A one-time FY92 cost 1is involved in modifying the
payment system to accept this provider type. (A major
portion of the cost of these changes are already budgeted
for adding some ANPs under the OBRA "89 federal mandate.)
Only 6 system edits will be required, at a cost of $1080 per
edit = $6.5. (3.3 fed, 3.2 state)

(c) The systems contractor will travel to on-site-train new
providers and provide them with service-specific manuals and
materials, at a one time FY92 cost of 5.0 (2.5 fed, 2.5
state.)

(d) These providers are expected to generate 950 claims in
FY92, (half-year) at a contracted processing cost of $6.23
per claim. 950 x $6.23 = 5.9. This cost is 70% federal
(4.1), 30% state (1.8).

FY93 and following

() FY92 service costs are doubled for a full year of
service, and this adjusted FY92 cost 1is increased by 23.4%
(4.6% for price increases, 7.0% for 1increases in the number
of eligible recipients, and 11.8% for utilization
increases).

(b) Claims processing contractual costs are adjusted for a
full FY92 year (1900 claims), then increased by 13.8% (7.0%
for eligibles, 11.8% for utilization 1increases). The
contract price per claim remains at $6.23.
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Fiscal Note Analysis

SB 211

We assume: TFfull-time ANP works 40 hrs/week, 48
weeks/year, charges $90/hour, and is likely to have a
patient mix that 1is approximately 30% Medicaid-
eligible. Medicaid pays ANPs 80% of the charges
normally billed to the general public. Therefore, a
full-time ANP 1is likely to bill Medicaid for $41,472
per year (1920 hours x $90/hr = $172,800 x 30% x .80 =
$41,472)

Part-time ANPs work, on average, 30% of full-time ANPs.
$41,472 x 30% = $12,442 per year

6 full-time and 6 part-time ANPs will enroll 1in
Medicaid.

6 X $41,472 = $248,832
6 X 12,442 = 74.652
$323,484

0Of this theoretical maximum billing, we assume 75% will
be for services which Medicaid recipients would have
received from an array of othertypes ofenrolled

providers. Many of those providerswould have billed
Medicaid more for their services, so it is reasonable
to posit some program savings will occur. However, we

have no way to estimate how many recipients will leave
each existing provider type (and payment level), so we
cannot estimate the savings involved.

The remaining 25% will be new services, of two types:
services which eligible persons now receive from ANPs
(and for which ANPs probably receive little or no
compensation) and services which eligibles now either
defer or do without. From the latter category, the
increased access to services patients would experience
by adding ANPs as providers may result in services
which are more timely or even preventive, thus
producing a savings of later, more expensive Medicaid
costs. However, again, those savings cannot be
quantified.

(@) A start date of January 1, 1993 is assumed, since time
would be required to modify the Medicaid payment system and
recruit, enroll, and train new providers. Benefits costs
for FY 93 would therefore be 40.4 (323.5 x .25 x .5)
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Benefits aie 50% federal (20.2), 50% state funds.

(b) A one-time FY 93 cost is involved in modifying the
payment system to accept this provider type. (A major
portion of the cost of these changes are already budgeted
for adding si me ANPs under the OBRA <89 federal mandate.)
Only 6 syste edits will be required, at a cost of $1080 per

edit = $6.5. (3.3 fed, 3.2 state)

(c) The sysl ;ms contractor will travel to on-site-train new
providers a i1 provide them with service-specific manuals and.
materials, t a one time FY 93 cost of 5.0 (2.5 fed, 2.5

state.)

(d These providers are expected to generate 950 claims in
FY 93, (half-year) at a contracted processing cost of $6.23
per claim. 950 x $6.23 = 5.9. This cost is 70% federal

(4.1), 30% state (1.8).

FY 94 and following

(@ FY 93 service costs are doubled for a full year of
service, and this adjusted FY 93 cost is increased by 23.4%
(4.6% for price increases, 7.0% for increases in the number
of eligible recipients, and 11.8% for utilization

increases).

(b) Claims processing contractual costs are adjusted for a
full FY 97 year (1900 claims), then increased by 18.8% (7.0%
for eligibles, 11.8% for utilization increases). The
contract price per claim remains at $6.23.



Alaska State Legislature

Senate

Official Business SENATOR VIRGINIA COLLINS Pouch V
State Capito

Juneau, Alaska 99811

SPONSOR STATEMENT

Senate Bill 211

Senate Bill 211, "An Act providing for coverage of advanced
nurse practitioner services under the Medicaid program? and
reordering the priorities granted to optional services offered
under the Medicaid program”

Currently Alaska allows only nurse midwives who practice
independently to enroll as Medicaid providers. In the fall of
1991, family or pediatric advanced nurse practitioners who
practice independently will be able to enroll.

Independently practicing advanced nurse practitioners who have
a different designation of title, such as geriatric nurse
practitioner or women®s health care nurse practitioner, are
not able to enroll as Medicaid providers under current State

law.
This bill would allow all advanced nurse practitioners 1in
independent practice to enroll. Regardless of speciality

title, these nurse practitioners currently may perform the
identical service for a patient. Yet only those who are in
the nurse midwife, family, or pediatric practitioner category
are, or in the fall would be, allowed to enroll as a Medicaid
provider.

A memorandum from the Division of Legal Services questions the
constitutionality of this under our state equal protection
clause. (Memorandum attached)

Should funding become inadequate, there is a statutory
mechanism for dealing with shortfalls. That mechanism appears
in this bill and advanced nurse practitioners are added to the
list.

In Alaska, where nursing shortages are ever-present, this bill
would encourage nursing professionals rather than discriminate
against certain speciality groups within the general category.
At least 13 states currently permit direct payment for nurse
practitioner services, 1including Oregon. This bill 1is
supported by the Organization of Alaskan Nurse Practitioners.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
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MEMORANDUM February 19, 1991

SUBJECT: Constitutional Issues - Advanced Nurse Practitioners (7LS-0778)

TO: Senator Virginia Collins

FROM: Terri Lauterb

Legislative Couua&i >

You have asked whether it would be constitutional for the Alaska Medicaid program
to cover dw_ectl;r only the services of Redlatrlc and family nurse practitioners without
covering direcfly the services of other advanced nurSe practitioners.-® You are

concerned that there may be a violation of the equal protection clause of the state
constitution.

In our opinion, offering direct reimbursement under Medicaid to only certain types
of ANP's probably results in the kind of arbitrary classification prohibited under the
state's equal protection clause. Since direct reimbursement of some tyPes of ANP’s

is optional under federal law, however, the state Medicaid statutes would need to be
amended to correct this constitutional deficiency.

The state's equal protection clause is found inart. I, sec. 1, Constitution of the State

of Alaska, which provides that “...all persons are equal and entitled to equal rights,
opportunities, and protection under the law..,."

The Alaska Supreme Court has interpreted this clause to offer broader protection
than the corresponding federal clause.* In so doing, our court has said that in
order for a classification to be valid, it must be reasonable, not arbitrary, and must
bear a fair and substantial relation to a qultlmate overnmental objective, and,
depending on the importance of the individual's interest involved, a greater or lesser

- You have told me that some of the gther éypes of advanced nurse practitioners ate women's health,
adult, neo-natal. school nurse, geriatric, and” psychiatric.

= Titis is why the classifications may he valid under the federal consniuiioi but not valid under the
state constitution. However. 1am not aware of any case upholding different treatment of these ANP
classifications on the lederal level either; they may turn out to also violate the federal constitution.



Senator Virginia Collins
February 19, 1991
Page 2

burden will be placed on the state to show this fair and substantial relationship.*
Our courts have also said that the guarantee of equality of treatment prohibits a
classification that denies to one group of persons the enjoyment of certain rights that
are afforded to another gr_ouP when, considering the purpose of the state program,
there is no reasonable basis for not treating both groups the same

In the situation you have described to me, the services of two types of ANP's will be
covered directly under the Medicaid program, as required undér federal law, but the
services of all ‘other ANP’s will not” be"covered directly, even though federal law

would a/l\low them to be and even though they may prow}ae exactly the same type of
service.

Since services of all ANP's are covered when the ANP is associated with a physician
or a hospital and federal law would only allow coverage of services performed within
the scope of an ANP's certification, there does not appear to me to be anF basis for
saying that the services of other ANP's would be of‘an unacceptable quality.

You have also told me that, regardless of a particular ANP's certification, many of

the services performed by one ANP are the same as those performed by ANP's with
other types of certifications.

| also note that the Medicaid program covers all physician services, regardless of the
fact that some physicians have specialties and some do not. In other words, the
Medicaid program”covers a given service performed within the scope of a physician's
licensure. and” does not distinguish among family physicians, ?eneral ph¥3|0|,ans

Pediathans, gynecologists, etc., when they perform services that all are authorized
0 perform.

Furthermore, |t_af)pears that most of the other ANP specialties you told me about
would be especially useful to the Medicaid population, which is pnmaan ?regna_nt
women, women with children, and eIderIY persons. It would seem that special
training in women's health, adult, neo-natal, school nurse, and geriatric areas would
be as useful to Medicaid recipients as special training in family and pediatric care.

Finally, | note that the state does not allow this type of discrimination among licensed
providers to be practiced by insurance companies. See AS 21.36.090. which
specifically lists advanced nurse practitioners among those whose services must be

- See. tor instance. Wilson v. Municipality nl Anchorage. 069 P.2d 569 (Alaska 1983).
- See. for instance. Lecce v. Marnn. 379 P.2d 447 (1963).

- "Direct" coverage means ihai the ANP does not have to he associated with a physician or other
health carc provider, like a hospital.
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covered by insurance policies if the services are within the scope of their lawful
authority. " It would be rather inconsistent for the state to practice a type uf
discrimination that it prohibits private parties from practicing.

Given these facts, | am unable to conceive a constitutionally sound basis for the state
to refuse to cover directly the services of all ANP's aftér it has started to cover
directly the services of some ANP’s. This seems to be exactly the kind of arbitrary
classification Prohlblted under our state equal protection clause. It would deny to
some ANP’s the opportunity to be directly reimbursed for services that other

ANP's are directly reimbursed for. It gives to some ANP's the opportunity to
Ra[\rltFl)qlpate directlv in the Medicaid program while denying that opportunity to other

S,

The insidiousness of this_classification must be balanced against whatever legitimate
governmental objective is served by the classification.

It is stated in AS 47.07,010 that the purpose of the Medicaid pro?ram i$ t0 provide
"uniform and high quality medical care" to needy persons of the state. According to
you, there is some evidence that ANP's provide the only medical care available in
some rural communities and that many persons in these Communities are eligible for
Medicaid. The goal of providing Medicaid services to these people would not be
served by a policy of covering only some types of ANP's when it may be another t%pe
of ANP that is in the communify, providing the same basic services. Even when

other health care providers are available, increased access to ANP's means increased
access to health care delivery.

A second objective of the classification may be to save money by not covering
services of some practitioners. While savmﬂ money is a Ieg{mmate oal, use of an
arbitrary classification of providers is not well-tailored to that goal. There is already
a statutory mechanism for dealing with shortfalls if the legislature fails to appropriate
enough money for the Medicaid program. That mechanism is the priority listing of
oRtlonal coverages in AS 47.07.035. "The legislature has determined which services
should, be cut first when there is not enough money to cover everything. Therefore,

there is no need to discriminate against providers of those services in"order to save
money.

In conclusion, there seems to me to be no legitimate basis for directly reimbursing

some ﬁes of ANP's and not others, as long as they are delivering sefvices that ar
within the scope of their practice.

However, because of the way the federal law is written, a change in Alaska's
Medicaid law is required to achieve an equitable result. Under the federal law. direct
reimbursement of some ANP's is mandatory and direct reimbursement of other
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ANP’sIsoptional. Under the Alaska statutory scheme, federally mandated provisions
of Medicaid automatically become part of our pfrogram under AS 47.07.030(a). In
e

order_to_add something that is optional under federal law, the state must amend
AS 47.07.030(h).

Please let me know if you have questions about this memo or if | can be of other
assistance.

TML:Imb/mai
91-054.1mb

Enclosure
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Senate Bill 211

"An Act providing for coverage of advanced nurse practitioner
services under the Medicaid program; and reordering the priorities
granted to optional services offered under the Medicaid program."”

This bill would amend AS 47.07.030 to allow Advanced Nurse
Practitioners ("ANPs") to enroll as Medicaid providers, provide
Medicaid-eligible recipients with those services which Medicaid
covers and which are within the scope of their licensure, and
directly receive Medicaid reimbursement. This bill also amends AS
47.07.035 to place this new provider group 17th 1in the [list of
optional services to be deleted 1in the -event of a funding
shortfall.

Currently, many Advanced Nurse Practitioners do receive Medicaid
reimbursement, but only indirectly. For any ANP who 1is employed
by a hospital, nursing home, physician®s clinic, mental health or
rural health clinic, or a physician, the enrolled provider for whom
they work receives Medicaid reimbursement for their services.

However, ANPs except nurse midwives who practice 1independently
cannot currently enroll as Medicaid providers.

This situation will change in the Fall of 1991, when Alaska will
implement a provision of the Omnibus Reconciliation Act of 1989
which requires all states to grant Medicaid provider status to
independently-practicing ANPs who specialize in family or pediatric
medicine.

Industry sources indicate that, of 141 ANPs licensed to practice
in Alaska, just 37 are either in Tfull or part-time 1independent
practice and are likely to choose to enroll. Of these 37, 24 are
family specialists and one 1is a pediatric specialist. Whether or
not SB 211 were to pass, these 25 will shortly be allowec. to enroll
in Medicaid if they choose to do so. (The department expects
virtually all will enroll.)

We therefore believe that SB 211 would initially affect only the
following ANPs:

(@) 4 Mental Health specialists (all part-time practitioners)
(b) 5Women®s Health Care specialists (all full-time)

(c) 1School Nurse Practitioner specialist (part-time)

(d 2Geriatric specialists (one full-time, one part-time)



Often, the opportunity to directly receive reimbursement from a

major third-party payor can affect patterns of practice. The
potential to directly receive Medicaid reimbursement might, over
time, 1induce more ANPs to enter independent practice. This 1is a

pattern that has occurred with other provider groups elsewhere.
From conversations with many ANPs over the last two years, we have
concluded that this 1is unlikely to occur in Alaska. The financial
disadvantages, the loss of personal freedom, and the very strong
traditional practice patterns of ANPs, argue against any
significant growth 1in 1independent practice as a direct effect of
Medicaid reimbursement.

However, those ANPs who currently practice independently do seem
to serve a higher percentage of low-income patients than is true
of many other provider types. We suspect that ANPs who do enroll
in Medicaid will serve a higher percentage of Medicaid recipients
than do most physicians, for example.

For many years, the department has had ANPs as employees (both in
administrative roles and in direct public health services
positions) , and has had extensive dealings with ANPs as part of the

Medicaid program and as eligibles in health care. In our judgement
ANPs have extremely rigorous licensure requirements, a strong
tradition of service, and unquestionably high professional
standards.

We would respectfully suggest that SB 211 be amended to adjust the
17th-position placement of ANPs within the "prioritization list”
of AS 47.07.035. In terms of the numbers of providers, affected
recipients, dollars, and relative degree of patient need, we feel
that placement of this optional service first in services listed
is more appropriate. (Please note that those services listed first
are intended to be deleted first in a funding shortfall.)

Divisioﬁ of Medicél Assiétance

Theodore A. Mala, MD, &PH
Commissioner
Dept, of Health & Social Services
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POSITION STATEMENT ON
THIRD PARTY REIMBURSEMENT FOR NURSE PRACTITIONERS
Prepared by P.E.E.R., the Organization
of Alaskan Nurse Practitioners
August, 1987

P.E.E.R."s Position

P.E.E.R. strongly supports f1.* policy of issuing direct

third party payment as reimbursement for professional services
rendered by all licensed Nurse Practitioners (MPs) in Alaska.
The services offered by NPs are legally recognized by the State
of Alaska in specific Nurse Practice Acts, and are equivalent,
and In some cases, more holistic in approach, than services
provided by physicians in primary care. Reimbursement for NP
services would benefit the public by:

1. enabling NPs to establish independent practices and
clinics by providing a mechanism to finance their
businesses. Currently, most NPs are employed by
physicians or other entitities, 1in part because they
CANNOT receive direct third party payment.

2 . offering more freedom cf choice to the public 1in their
selection of competent health careproviders.

3. potential reduction in health care costs through
competition for provision of services.

4. potential expansion of health cere services of NPs
in the private sector 1in under-served areas.

The Significant Contribution of Nurse Practitioners in Alaska

Licensed NPs in Alaska are in sufficient numbers to deserve
recognition as an important group of health care providers: as of
July, 1937, 129 NPs were licensed and claimed vresidence in the
state. Another 40 NPs are estimated towork in federal
governmental agencies (such as Elmendorf Hospital or the Indian
Health Service); they are not required to apply for state
licences in order to practice. This section describes only the
licensed NPs.

Family nurse practitioners outnumber the other eight types
of nurse practitioners in Alaska (Table 1). Nurse practitioners
impact health care services in Alaska 1ina variety of work
settings (Table 2). Only eleven are in independent practice; of
those, six practice 1in rural settings. Independent practice
became an option in December, 1984, with the passing of the new
regulations that included placement of NPs under the sole
jurisdiction of the Alaska Board of Nursing. Five of the
independent practitioners are nurse midwives, who may collect
fees from third party payers as stipulated in Alaska Statutes,
Sec. 47.07.030- others may net, or do so with difficulty.

The majority of Alaskan NPs hold a Bachelor®s or Master"s



degree in nursing (35) 1in addition to their specialized nurse
practitioner training, and certification through national
certifying bodies (Table 3). In contrast to R.N. degree
status for entry into NP training programs in the 1960s, the
current national trend is for that training to take place in
conjunction with Master®s degree preparation, 1illustrated by the
Family Nurse Practitioner program at the University of Alaska's
College of Nursing and Health Sciences.

No studies have been conducted 1in Alaska to assess the
quality of <care provided by nurse practitioners, nor how their

care might differ from that of a physician. Numerous studies 1in
the lower 43, however, have shown that . . -_"within their areas
of competence, nurse practitioners provide care whose quality Iis
equivalent to that of <care provided by physicians™, and that

patients are generally satisfied with their care (US Congress,
Office of Technology Assessment, 1936, pages 5-5). The American
Academy of Nurse Practitioners provides a summary of the recent
studies documenting the quality of services provided by NPs
(addendum 1; also cites the OTA study mentioned above).

Alaskan NPs have demonstrated their willingness to work 1in
under-served rural areas in Alaska: 51 cf the currently employed
126 state-licensed NPs work in settings other than 1in Anchorage,
Fairbanks, or Juneau. Their jobs entail multiple responsi—
bilities and require high levels of expertise (see addendum 2 for
an example of a rural practice) .

The National Trends

Congress continues to consider a variety of proposals to
mandate third party reimbursement for NPs. So far, federally
mandated payments are limited to a few State Medicaid programs,
Champus, and some programs in the Federal Employees Health
Benefit Program (refer to Appendix B, US Congress, Office of
Technology Assessment, 1986). At least 13 states currently
permit direct payment for NP services, including Oregon, a state
that also supports the independent practice of NPs.

Conclusion and Our Recommendations

We contend that without direct reimbursement to NPs in the
State of Alaska, the practice settings of NPs are limited, which
in turn, effectively limits competition among providers, patient
choices of providers, and ultimately, adversely impacts upon
health care costs. We therefore recommend that:

1. third party insurers voluntarily offer to provide direct:
reimbursement for NP services, and/or that

2. the state legislature amend the statutes to mandate such
reimbursement to all licensed NPs, not just to nurse midwives as
is now the case.

Thanks is extended to Gail McGuill, Executive . rector, Alaska
Board of Nursing, for her assistance in obtaining the NP data.





