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A la sk a  S ta te  L e g is la tu re
716 W. Fouxth Ave. 

Ancho rage , A laska 99501-2133 
258-8191

W hile in Session:
A la s ka S ta te C a p ito l 

Juneau, A laska 99801-1182 
465-4968

HJR 52 urges the am endment of the Social Security Act to increase 
federal funding for A laska's M edicaid program . Currently, the federal 
governm ent sets its m edical assistance percentages based on each sta te’s 
per capita income. Those percentages range from 50% to 79%, with 
A laska’s m atching rate set at only 50%.

We all know that Alaska's per capita incom e appears high until you 
consider our high cost o f living and medical care. An American Chamber of 
Com m erce study shows that health care costs in Anchorage, Fairbanks, 
Juneau and Kodiak are between 171 and 190% of the national average.

The federal governm ent already takes into account these higher costs 
by adjusting our poverty guidelines up 25%. M edicare regulations also 
recognize the higher cost of health care by providing a funding adjustm ent 
o f 25% for nursing facilities in Alaska.

Amending the Social Security Act to include a sim ilar 25% 
adjustm ent in the federal m edical assistance form ula would increase the 
percentage for Alaska's m edicaid program to 62%. This would mean an 
additional $31,000,000 in federal funding and would require no increase in 
state General Fund dollars. The savings could be used for other state 
purposes w hile A laska residents in need of M edicaid would still receive 
the care they need.

An increase in the Federal Medical A ssistance Percentage would also 
increase funding for aid to fam ilies with dependent children, foster care 
assistance and the JOBS program  (Job Opportunity and Basic Skills).

Since M edicaid e lig ib ility  is determ ined according to each state's 
poverty level, the 25% federal adjustm ent to A laska's poverty guidelines 
increases the num ber o f people we have to cover. This is unfair. On one 
hrnd the feds tell us we have to cover these individuals, and yet they 
don't give us the additional assistance to make it equitable. Given the 
state's current financial situation, it seems that now is the time to request 
our fair share.

House of Representatives d is t r ic t  1 1 :

Sand Lake 
Spexard 

T aku-C ampbell

R e p re s e n ta t iv e  J im  N o r d lu n d  
SPONSOR STATEMENT

S P O N S O R  S T A T E M E N T



Position Paper

A resolution urging the Congress to amend the Social Security 
Act so that the higher cost of living in AlasKa is reflected 
when the per capita income of the state is used as a factor in 
determining the federal share of Medicaid costs.

POSITION

The Department of Health and Social Services strongly supports 
House Joint Resolution No. HJR 52 which urges Congress to 
amend the Social Security Act so that the higher cost of 
living in Alaska is reflected in the formula used to calculate 
the federal financial contribution for programs including 
Medicaid and Add to Families with Dependent Children.

Historically, the federal law has mandated a formula which 
uses a cost of living differential to set a higher poverty 
level for Alaska. This has the effect of mandating a greater 
number of eligibles for such programs as Medicaid and Aid to 
Families with Dependent Children. The federal law fails to 
specify the use of a cost of living differential to establish 
the match rate for federal financial contributions to these 
same programs. The result is that Alaska receives in excess 
of 40 million dollars less in federal dollars every year than 
the amount that we believe an equitable formula would provide 
to u s .

All of the current health care reform proposals except the 
Chaffei Bill employ the same federal match rate formula. 
Passage of these proposals will further exacerbate the 
financial burden to Alaska. Senator Stevens instigated the 
inclusion of this Alaska-specific language in the Chaffee 
Bill. This was a very important step that we believe must be 
taken further. The Social Security Act must be amended this 
year to include this Alaska specific language.

We support Representative Nordlund's resolution to encourage 
this action by our Congressional delegation.

Recommended by

Date

; /( j!c  <4 * . $  / r ) ^ *  -  ̂ ______________

Kimberly Busch 
Director
Division of Medical Assistance

:  1 - ^ l - f Y _____________________________

..pproved by:
Margaret7 R . Lowe , M . Ed . , Ed . S , 
Commissioner

Date 9¥

P O S I T I O N  P A P E R  -  H & S S



h s s £w / WINTER 1993

Medicaid Services 
Reduced To Meet C Budget Constraints
R eductions in Medicaid services 

were implemented this fall 
because FY93 medical payments 
exceeded projections, the FY94 
medicaid budget request was not fully 
funded by the legislature and, some 
one time costs were incurred through 
legal settlements.

Medicaid, an “entitlement program" 
created by the federal government to 
provide medical service for low-income 
citizens, is funded jointly by a state 
and federal match formula. The 
program is intended to help those who 
are elderly, blind, or disabled, and 
families with dependent children who 
do not have sufficient money or 
insurance coverage to pay for health 
care.

The Division of Medical Assistance 
is limidng the services it pays for in 
the following ways:

Increases for inflation adjustments for 
physicians and dentist fees and for 
residential psychiatric treatment facility 
services will not be made; and 
payments to doctors who assist in 
surgery will be reduced;

The amount paid to some 
transportation providers will be capped;

Payment for growth hormones will 
only be made if the treatment is 
prescribed by a board-certified 
endocrinologist to address certain 
specific medical needs;

The maximum number of 
chiropractic visits paid for in one year 
will be reduced from 24 to 12 and 
payment for x-rays to chiropractors will 
be limited to one x-ray per year instead 
of the current three; and,

Prior approval will be required for 
magnetic resonance imaging (a 
diagnostic service similar to x-rays).

"In keeping with our mission, we 
want to ensure access to medical care 
by low income Alaskans who meet 
regulatory eligibility and medical need 
requirements," said Kim Busch,
Director of the Division of Medical 
Assistance. “To that end, the Division 
reduced expenditures through program 
changes which limited rather than 
eliminated optional Medicaid services 
or eligible groups.”

©

Featured speaker Burdena Pasenelli, Special 'gent in charge of the Federal Bureau o f Investigations (FBI), 
A laska meets w ith students a t M cLaughlin during Red Ribbon Week.

Deputy Commissioner M el Krogseng 
ligning Memorandum of Understanding 
between the D ivis ion of Public Health's 
A laska Cancer Prevention and  Control 
Program and the American Cancer 
Society, A la ska  D ivis ion Cancer.
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The-Alaska Division of Public-v^vT- 
Health,' the Arctic Irivesdganons 
Program, of the US. Centers. foc.-.'j&T-j;; 
Disease. Controland Prevention,: and.-- 
the. Alaska - Area' NativetHealth - *. K: 
Service of the.U.S Indian Health ':br- \ : 
Service have.produced this: ••
monograph.to;give Alaska-health ■;

' caie-providers .anup-to-date.summary 
of botulism in. Alaska." -T.
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FEDERAL MEDICAL ASSISTANCE PERCENTAGE

(FMAP)

T H E  F E D E R A L  B U D G E T  F O R  T H E  M E D I C A I D  P R O G R A M  WAS A P P R O X I M A T E L Y  

$ 1 2 1 , 4 0 0 , 0 0 0 , 0 0 0  F O R  F E D E R A L  F Y  9 2 .

T H E  F E D E R A L  S H A R E  O F  M E D I C A I D  I N  A L A S K A  F O R  T H A T  P E R I O D  W A S  S 1 O 7 . 7 O O . C 0 O ,  O R  

L E S S  T H A N  S I  O F  E V E R Y  S 1 0 0 0  I N  T H E  F E D E R A L  B U D G E T .

T H E  P R O P O S E D  A D J U S T M E N T  T O  T H E  F M A P  F O R  A L A S K A  W O U L D  I N C R E A S E  F E D E R A L  

F U N D I N G  F O R  M E D I C A I D  I N  A L A S K A  B Y  A B O U T  5 3 0  M I L L I O N ,  O R  1 0  C E N T S  F O R  E V E R Y  

S 2 3 0  S P E N T  B Y  T H E  F E D E R A L  G O V E R N M E N T  F O R  M E D I C A I D  N A T I O N A L L Y .

T H E  P R O V I D E R  T A X  P R O G R A M ,  W H I C H  O V E R  3 0  S T A T E S  U S E  A S  A  F U N D I N G  D E V I C E  T O  

I N C R E A S E  T H E  F E D E R A L  S H A R E  O F  T H E I R  M E D I C A I D  P R O G R A M  C O S T S .  W I L L  I N C R E A S E  

F E D E R A L  M E D I C A I D  S P E N D I N G  B Y  $ 1 1 , 3 0 0 , 0 0 0 , 0 0 0  I N  F Y  9 3 .

T H E  A M E R I C A N  C H A M B E R  O F  C O M M E R C E  ( A C C R A )  C O S T  O F  L I V I N G  I N D E X  F O R  1 9 9 2  

S H O W S  T H E  C O S T  O F  U V I N G  F O R  4 C O M M U N I T I E S  I N  A L A S K A  W H I C H  R A N G E  B E T W E E N  

1 3 0 %  T O  1 4 6 %  O F  T H E  N A T I O N A L  A V E R A G E .

T H E  A C C R A  I N D E X  F O R  H E A L T H  C A R E  C O S T S  I N  T H E  A L A S K A  C O M M U N I T I E S  I S  B E T W E E N  

1 7 1  %  T O  1 9 0 %  O F  T H E  N A T I O N A L  A V E R A G E .

M E D I C A R E  R E G U L A T I O N S  R E C O G N I Z E  T H E  H I G H E R  C O S T S  O F  H E A L T H  C A R E  I N  A L A S K A  

B Y P R O V I D I N G  A  F U N D I N G  A D J U S T M E N T  O F  2 5 %  F O R  N U R S I N G  F A C I L I T I E S  I N  T H E  S T A T E .

E L I G I B I L I T Y  F O R  M E D I C A I D  I S  B A S E D  I N  P A R T  O N  F E D E R A L  P O V E R T Y  G U I D E L I N E S  

E S T A B L I S H E D  B Y  T H E  U .  S .  D E P A R T M E N T  O F  H E A L T H  A N D  H U M A N  S E R V I C E S .

P O V E R T Y  G U I D E L I N E S  F O R  T H E  S T A T E  O F  A L A S K A  A R E  A D J U S T E D  U P  B Y  2 5 %  

A C C O R D I N G  T O  T H E  F E D E R A L  R E G I S T E R  T O  R E F L E C T  T H E  H I G H E R  C O S T  O F  L I V I N G  I N  

A L A S K A .

A N Y  A D J U S T M E N T  T O  T H E  A L A S K A  F M A P  W I L L  I M P A C T  N O T  O N L Y  M E D I C A I D  B U T  A L S O  

T H E  A F D C ,  F O S T E R  C A R E ,  A N D  J O B S  P R O G R A M S .

A D J U S T I N G  T H E  F M A P  F O R  A L A S K A  W I L L  H A V E  N O  I M P A C T  O N  T H E  F M A P  F O R  O T H E R  

S T A T E S .

F E D E R A L  M E D I C A L  A S S I S T A N C E  P E R C E N T A G E  ( F M A P )
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F A C T  S H E E T  IN  S U P P O R T  O F  T H E  FM A P  A D J U S TM E N T

Sections 1101(a)(8)(B) and 1905(b) o f the Social Security Act establishes fo r each state 
participating In the Medicaid program a federal matching rate known as the Tederal Medical 
Assistance Percentage" or FMAP. The FMAP is that percentage o f the state’s Medicaid 
expenditures paid by the federal governm ent The matching rate Is established on the basis 
o f  the ratio between each state's per capita Income and the per capita Income o f the United 
States. The Intent behind these sections is to assure that states that are poorer In relation to 
other states will be required to bear a lesser share o f the burden o f their Medicaid 
expenditures, with the federal government picking up a larger share. Currently, federal 
matching rates range from  50% to 79%.

Alaska Is unfairly disadvantaged by the current statutory form ula. For Alaska the current 
FM AP rate Is 50% , a result o f the fact that the Alaska per capita income looks very high In 
comparison to the per capita Incomes o f the lower 48 states. However, a simple comparison 
o f  per capita income fails to take Into account the dramatically higher cost o f living and o f 
medical care In Alaska.

Currently Medicare regulations recognize the higher costs in Alaska by providing fo r  an 
adjustment o f  25% fo r nursing facilities in Alaska. Federal poverty guidelines are also 
adjusted by 25 % fo r Alaska. The statutory provisions that determine federal matching rates 
by reference to state per capita Income should incorporate a similar cost o f  living adjustment, 
so that the lh a re  o f the Medicaid expenditure burden borne by Alaska w ill be comparable to 
t hat o f states where resldentsjuUh-lower per capita Incomes also benefit from significantly 
l ower living costs.

7he attached legislation to amend sections 1101(a)(8)(B) and 1905(b) would employ an 
"adjusted p e r capita Incom e" (per capita Income diulded by 1.25) to compute the federal 
matching, FMAP, fo r Alaska.
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F E D E R A L  M E D I C A L  A S S I S T A N C E  P E R C E N T A G E  

F M A P B A C K G R O U N D

•  F E D E R A L  F I N A N C I A L  P A R T I C I P A T I O N  F O R  T H E  M E D I C A I D  P R O G R A M  I S  B A S E D  O N  T H E  

F E D E R A L  M E D I C A L  A S S I S T A N C E  P E R C E N T A G E  ( F M A P ) .

•  T H E  F M A P  I S  C A L  C U L A T E D  A C C O R D I N G  T O  A  F O R M U L A  B A S E D  O N  P E R  C A P I T A  I N C O M E  

O F  T H E  I N D I V I D U A L  S T A T E  I N  R E L A T I O N  T O  T H E  P E R  C A P I T A  I N C O M E  O F  T H E  U N I T E D  

S T A T E S .

a T H I S  F O R M U L A  I S  D E F I N E D  I N  T H E  S O C I A L  S E C U R I T Y  A C T  U N D E R  S E C T I O N  1 1 0 1  ( a ) ( 8 ) ( B )

A N D  S E C T I O N  1 9 0 S  ( b ) .

•  S T A T E  I N C O M E  I S  E S T A B L I S H E D  A S  A  D E S I G N A T E D  P O R T I O N  O F  T H E  N A T I O N A L  I N C O M E  

A S  D E T E R M I N E D  A T  T H E  U . S .  D E P A R T M E N T  O F  C O M M E R C E ,  U U R E A U  O F  E C O N O M I C  

A N A L Y S I S  ( B E A ) ,  P E R  C A P I T A  I N C O M E  O F  A L A S K A  I S  D E R I V E D  B Y  T H E  B E A  A S  A  

P O R T I O N  O F  N A T I O N A L  I N C O M E  S T A T I S T I C S .

T H E  F O R M U L A  I S  D E F I N E D  I N  T H E  S O C I A L  S E C U R I T Y  A C T .  S E C T I O N  1 1 0 1 ( a ) ( 8 ) ( B )  A N D  S E C T I O N  

1 9 0 5 ( b ) .

T H E  F O R M U L A  I S :

T H E  F M A P  I S  U S E D  T O  D E T E R M I N E  T H E  F E D E R A L  M A T C H  T O  F U N D  P R O G R A M S  S U C H  A S :

A N Y  A D J U S T M E N T S  M A D E  T O  T H E  F M A P  W I L L  I M P A C T  T H E  F E D E R A L  F U N D I N G  A V A I L A B L E  T O  

T H E S E  P R O G R A M S .

F M A P  F O  R M U L A

( S T A T E  P E R  C A P I T A  1 N C 0 M E ) 2  

n  « • • • • ■ ■ • >  » * -  -  -  -  • • . . . . . . .  . . . . . . .  • » «  • ■ ■ ■ ■  45 ̂

P o p u l a t i o n  f i g u r e s  a r e  f r o m  t h e  U . S .  D e p a r t m e n t  o f C o m m e r c e - U . S .  C e n s u s  B u r e a u .

I n c o m e  f i g u r e s  a r e  ' p e r s o n a l  I n c o m e  * which Indudes I n c o m e  d e r i v e d  f r o m  a l l  s o u r c e s .  

D a t a  I s  f r o m  t h e  U . S .  D e p a r t m e n t  o f  C o m m e r c e - B u r e a u  o f  E c o n o m i c  A n a l y s i s .
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FY 1994 Federal Financial Participation

Proposed FMAP Increase for Alaska

A F D C  • P rogram
Total Eligible fo r Federal Match

Federal Match @  Proposed Rate 
Federal Match @  Current Rate 
P ro p o se d  Federa l F un d  Increase

Medicaid - Program
Total Eligible fo r Federal Match

Federal Match @ Proposed Rate 
Federal Match @ Current Rate 
P roposed  Federa l F und  Increase

A F D C  &  M e d ic a id  Increased  F edera l 
Funds

$113,600,800

70.432.400
5 6 . 8 0 0 . 4 0 0  

13,632,000

$258,035,000

159,981,700
1 2 9 . 0 1 7 . 5 0 0

30,964,200

SFY 94 Budget $ 44.596.200

The $44.5 million dollars represents an Increase in federal funds to the State o f Alaska 
Medicaid and AFDC programs. This estimation Is based on the state F Y  94 budget. I f  the 
proposed change to the FMAP calculation would pass and be effective fo r FY94, it would 
mean that federal participation fo r funding the Alaska Medicaid and AFDC programs would 
Increase by the $44.5 million, which would reduce the state portion o f the Alaska Medicaid 
budgetby $30,9 million fo rF Y  94 and reduce state expenditures fo r  AFDC by $13.6 million. 
That Is, overall the state budget fo r  the programs would not change, but the federal 
participation would Increase, thereby dec-easing the state GF expenditure

WISE9W.06 'ON XVJ 30NV1SISSU lyQIQHH OfrW Q3H £6-31-330



This letter Is to update you with additional Information in support of the change we would 
like to propose to the Social Security Act regarding the Federal Medical Assistance 
Percentage (FMAP), the federal matching for Medicaid and other programs. At this time we 
would like to share with you the results of our continued research and other efforts to bring 
equity to the matching formula for the states of Alaska and Hawaii.

On December 12,1991 Congress passed the Medicaid Voluntary Contribution and Provider 
Specific Tax Amendments of 1991. This law was enacted to establish new limitations on 
Federal Financial Participation (FFP) when states receive funds donated from providers and 
revenues generated by certain health care related taxes. This legislation was conceived in 
response to financing methods developed in some states as a method of shifting the burden 
of Medicaid financing to Increase Federal participation, a practice labeled as "a financing 
scam1’ and 'sleight of hand" by OMB Director, Richard Darman.

Currently there are at least 29 states operating 34 different provider tax or donation programs 
which cost the federal government $6.8 billion In FY 92. The George Washington University 
publication "State Health Notes" begins Its June 29 issue with the headlines "Illinois Explores 
New Provider Tax; Other States May Follow". The lead article states that Illinois Governor 
Jim Egan has decided to press the issue with the new provider tax legislation by modifying 
the state’s existing assessment program to protect an estimated $735 million in federal 
matching funds. This exemplifies the magnitude of and tenacity for these programs which 
are designed to draw Medicaid money from the federal government to subsidize state 
Medicaid expenditures.

In spite of HCFA’s best efforts to demolish this type of federal underwriting of Medicaid, the 
legislation which Congress finally enacted has been less effective than was hoped for by that 
agency. Future costs associated with this method of burden-shifting are shown in the current 
Federal Medicaid baseline spending projections. The following table shows amounts included 
in the fiscal year 1993 Federal Medicaid budget associated with State tax and donation 
programs. These projections which were derived from estimates provided by states show 
projected federal medicaid spending associated with these programs (in billions of dollars)

FY93 11.3
FY94 14.4
FY95 18.0
FY96 22.00

The States of Alaska and Hawaii however, have never used a provider tax "scam" or 
collected provider donations to "creatively" fund our Medicaid programs. Medicaid In Alaska

1
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has always been paid for with 50% FFP and 50% State general funds void of any contrived 
funding mechanism. At this time we still are not initiating a device to finance our Medicaid 
program through the use of "artificial* provider taxes or donations. AH we are seeking is to 
have our programs funded in terms of dollars that recognize our true costs in these unique 
settings.

CONSIDERATIONS FOR EQUITY

C O S T  O F  LIVING

Alaska Is unfairly disadvantaged by the current statutory formula. Alaska’s current federal 
matching rate Is 50%, a result of the fact that the Alaska per capita income looks very high 
In comparison to the per capita incomes of the lower 48 states. However, a simple 
comparison of per capita Incomes fails to take into account the dramatically higher cost of 
living in Alaska and the even more egregious cost of health care In the state. According to 
the most recent OPM survey data, residents of Juneau experience a cost of living that 
exceeds the national standard by more than 32%. The cost of living is even higher in more 
remote Alaska locations.

These data are confirmed in a study by the American Chamber of Commerce Research 
Association (ACCRA). Quarterly the association produces the ACCRA Cost of Living Index 
to provide a reasonably accurate measure of living cost differences among urban areas. The 
four Alaska communities Included in this index all registered current living costs at more than 
30% above the average for all participating areas. The Composite Index score for 
Anchorage was 131%, Fairbanks-130%, Juneau-133% , and Kodiak-146%.

The attached chart displays the ACCRA cost of living data for 34 representative communities 
when sorted by Health Care Cost standing. The cost of health care in Alaska far exceeds 
that of any other state. The health care segment of the ACCRA unadjusted composite index 
reveals the Index for Alaska as: Anchorage--179%, Fairbanfc- 19Q%. Juneau-182% and 
Kodiak—~iVl% or the national average: '

The ACCRA index reflects cost differentials for a mfdmanaqement standard of living. This 
standard is set by a weighting structure in which home ownership costs are more heavily 
weighted than they would be if the index were designed to reflect the average costs for all 
urban consumers. The remaining charts demonstrate the change In the ranking status of 
urban areas where the index Is recalculated based on a consumer package more in line with 
a Medicaid eligible’s spending ability. That is to say, the mortgage cost has been removed 
from the calculation. These charts are prepared from ACCRA data for a representative 
selection of 34 communities: big-small; urban-rural; and nationwide.

When the cost of the mortgage is removed from the composite figure the two Alaska 
communities included in the 34 immediately come to the top of the list with an even more

2
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substantial gap between Alaska and the other states regarding consumer prices. (Kodiak Is 
now at 141% and Anchorage at 127% with the next two communities, Washington D.C. 
and Los Angeles, at nearly 10 and 15 percentage points less than Anchorage in living costs.) 
This large gap demonstrates that Federal match for Medicaid cannot buy services in Alaska 
comparable to the lower 48 states. ~

The principals of benefit adequacy and horizontal equity support cost of living differentials In 
program funding. A health care program receiving federal binding should provide horizontal 
equity which means adequate and equal treatment of people in similar circumstances. 
Uniform_henefits seemingly would provide horizontal equity in dollar tenn^HaflJBJBlTTfThe-iL 
cost of living varies substantially, the purchasing power of a given amount of money Is higher 
In areas with lower living costs, and the amount of services purchased In one location would 
not be affordable in another location with a higher cost of living, Financial adjustment to 
reflect cost of living differences-wauld. equalize the real purchasing power oTthe programs 
and produce equal treatment for the Alaska Medicaid population.

PROGRAM ELIGIBILITY AND COSTS

Medicaid in Alaska has several program areas where coverage Is based on federal poverty 
levels as a guiding criteria. These programs probably account for at least half of the Medicaid 
eligible population and an even greater percentage of people actually served under Medicaid. 
The poverty level is established for the 48 states by family size; guidelines are updated 
annually from the Department of Health and Human Services.

As prescribed by Federal regulations, the poverty iev.els-for Alaska are set at 125% of poverty 
In the 48 states, and poverty levels in Hawaii are 115% of US poverty. The Federal Register 
states this adjustment simply and dearly. °In view of substantially higher costs of living in 
Alaska and Hawaii, the OEO Income Poverty Guidelines for determining program eligibility ^  
In Alaska will be 25% higher, and in Hawaii lb%~higher. than the~hational guidelines."

Federal financial participation for the Medicaid program is based on the Federal Medical 
Assistance Percentage (FMAP) which is calculated according to a formula based on per capita 
income In the state in direct relation to the per capita income of the United States. This 
formula is defined in the Social Security Act under section 1101(a)(8)(B) and section 
1905(b). It Is to this formula that we hone to add very simnleJanouaqe which will reflect 
consideration for our documented higher living costs and higher medical care costs In the 
states of Alaska and Hawaii-only.

The methodology used by the federal government to determine the FMAP available to Alaska 
and Hawaii for the Medicaid program truly produces inequity and diminishes our two states' 
abilities to purchase care for our Medicaid populations. Amending the Social Security Act 
to correct this inequity would have increased the federal match by approximately

3
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/  $40,000,000 in SFY 93 in Alaska and $54,000,000 in Hawaii for both the medically Indigent 
/  people and the health care industry. While significant for these two states, this Is an Increase 
X  of less than 0.2% in federal matching for Medicaid program expenditures. By adjusting the 

FMAP formula it provides the federal government the opportunity to recognize the true value 
of per capita income in the financing side of Medicaid for Alaska and Hawaii as it already 
recognizes our higher living costs in determining who and how many are eligible for program 
benefits, and still have no impact on the FMAP of other states.

The following is a copy of the language proposed to amend the FMAP formula In a way 
which will provide relief from the horizontal inequity experienced in the states of Alaska and 
Hawaii In relationship to our burden of providing higher cost medical care for an expanded 
Medicaid eligible population. Please contact Kim Busch, Director of Medical Assistance in 
the Department of Health and Sodal Services, at 465-3355 for more information regarding 
the FMAP formula and the proposed amendment to the Sodal Security Act.

Proposed Amendment to the Social Security Act

Section 1905(b) of the Sodal Security Act [42 U.S.C. § 1396d(b)J shall be amended to read 
as follows:

The term "Federal medical assistance percentage" for any State shall be 100 per centum less 
the State percentage; and the State percentage shall be that percentage which bears the same 
ratio to the 45 per centum as the square of the per capita income of such State bears to the 
square of the per capita Income of the continental United States (induding Alaska) and 
Hawaii: except that (1) for Alaska and Hawaii, the State percentage shall be that percentage \  
which bears the same ratio to 45 per centum as the square of the adjusted per capita Income /  
of such 5tate bears to the square of the per capita Income of the 50 states: (2) the Federal 
medical assistance percentage shall in no case be less than 50 per centum or more than 83 
per centum; and (3) the Federal medical assistance percentage for Puerto Rico, the Virgin 
Islands, Guam, the Northern Mariana Islands, and American Samoa shall be 50 per centum. 
!Adiusted_per_capitajncom.g!_for A!aska_.shaJI be.determined bv dividing the state three year 
average per capita income, by 1.25, and for Hawaii by dividing the state three year average 
per capita income by 1.15. The Federal medical assistance percentage for any 5tate shall 
be determined and promulgated in accordance with the provisions of section 1101(a)(8)(B) 
of this title. Notwithstanding the first sentence of this section, the Federal medical assistance 
percentage shall be 100 per centum with respect to amounts expended as medical assistance 
for services which are received through an Indian Health Service facility whether operated 
by the Indian Health Service or by an Indian tribe or tribal organization (as defined in section 
1603 of Title 25).

4
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COST OF LIVING ANALYSIS
COL SORT by HEALTH CARE COST STANDING

Location Health Care Composite Grocery Housing Utility Trma. Misc
5% 100% 13% 23% 9% 10% 35%

1 Anchorage, AK 178.5 131.0 132.1 141,1 9 8 5 106.9 131.1
2 Kodiak, AK 171.4 145.7 160.6 156.8 1728 112.2 130.2
3 Washington, DC 142.2 134.4 118.6 175.8 113.7 130.4 112.4
4 Los Angeles, CA 136 .5 132.6 107.7 185.3 80.0 119.6 116.4
5 Springfield. MA 110.4 118.7 109.9 135.8 134.9 111.2 100.3
6 Phoenix. AZ 117.0 100.5 100.0 92.6 100.1 106.8 1029
7 Klamath Falls, OR 112.6 93.1 66.5 89.6 75.6 105.0 93.0
8 Albany, NY J12.S 114.2 110.8 119.8 128,2 104.4 110.3
9 Pittsburg, PA 111.0 107.3 103.4 97.5 149.7 107.B 104.9

10 Visalia, CA 110.1 114.9 107.8 128.9 118.8 100.5 108.4
11 Dallas, TX 107.3 99.1 100.8 23.1 116.0 103.2 9S.5
(2 Vermilion, SD 106.1 93.4 100.0 88.8 102.7 90.0 100.0
13 Midland, Ml 104.t' 109.2 106.0 124.6 87.5 100.1 (06.9
14 Charleston, SC 103.5 99.4 93.7 96.7 99 2 9 0 2 105.9
16 Santa Fe. NM 103.3 107.3 98.2 133.4 84.9 102.3 97.7
16 Gainesville, FL 102.4 101.7 95,9 107.0 82.5 107.7 1027
17 Springfield IL 102 .4 97.8 103.0 92.7 90.6 10 12 100.3
18 Carlsbad, NM 102.3 88.7 1025 73.8 66.8 106.0 94.1
19 Milwaukee, Wl 101.2 104.9 99.5 124,0 95.5 102.1 95.3
20 Sioux Falls, SD 99.4 92.2 97.1 80,7 84.5 99.7 91.9
21 Cincinnati, OH 98 .7 106.7 102.7 1126 9 4 2 102.6 109.1
22 Cheyenne, WY 97 .8 99.2 106.3 95. i 81,1 103.6 103.5
23 Bloomington, (L 86 .7 102.7 98.1 98.0 130.1 1015 102.3
24 Pueblo, CO 96.4 86.0 97.1 73.3 78,6 8 3 2 93.2
26 Memphis, TN 96 .3 94.7 100.0 82.9 89.8 101.5 101.4
29 Tuba, OK 94 .7 88.5 98.3 7 2 7 90.6 91.4 95.3
27 Macon, GA 94 .3 100.1 96.7 9 4 2 106.6 95.6 106.6
28 Baton Rouge, LA 9 3 .8 97.7 100.5 84.8 117.9 100.7 101.6
29 Birmingham, AL 9 3 .5 99.2 96.2 94.8 121.4 98.7 99.2
30 Bellingham, W A 9 0 .3 93.5 64.3 92.1 84.8 91.0 97.7
31 Lubbock, TX 87 .5 94.0 99.3 86.3 83.9 •Ji .o 100.9
32 Louisville, KY 8 5 ,2 92.1 88.2 8 9 2 79.7 9 2 9 99.7
33 Fort Wayne, IN 83 .7 90.6 9 4 2 89,8 98.3 98.6 86.6
34 Fayetteville, AR 7 4 .9 87.9 9 4 2 76.4 86.6 95.G 94.8

Prepared using data from the ACCRA COST OF U VINQ I NO EX, First Quarter 1992 tor 
a representative setecioo of 34 communities.
The Index reflects cost dUferentfala (or arrtdmanagement (*32,000/yr.) standard of living.
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COST OF UVINQ ANALYSIS
COL SORTby COMPOSITE STANDING

LooaSlon C om posite Qroctsy Housing UtHily Trane. Health Caro Mtsc
100% 13% 20% 9% to % 5% 35%

1 Kodiak, AK 145 .7 160.6 166.8 1728 1 1 2 2 171.4 130.2

2 Washington, DC 134.4 116.6 175.6 1127 130.4 1422 1124

3 Loa Angolas, CA 132.6 107.7 165.3 BO.O 118.6 136.5 116.4

4 Anohorago, AK 181.0 132.1 141.1 98.5 108.9 178,5 131.1
e 8pr|ngfla!d, MA 118.7 109,8 135.0 134.0 111.2 116.4 106.3
B Visalia, CA 114.9 107,6 128,9 I1B.B 106.5 110,1 108.4
7 Albany, NV 114.2 110.6 110.8 128.2 104.4 112.5 110.3

6 Midland, Ml 109.2 106,0 124.8 87.5 l o a i 104.6 106.8
9 PltUburg, PA 107.3 103.4 97.5 149.7 107.8 111.0 104.B

to Santa Fa, NM 107 .3 08.2 133.4 84.9 1023 103.3 97.7
11 Cincinnati. OH 108.7 102.7 112.6 94.2 1026 98.7 109.1

12 M llw aukae , W1 104.9 09.6 124.0 85.6 1021 101.2 85.3

13 Bloomington, IL 102.7 98.1 88.0 130.1 101.6 96.7 1023
14 Gainesville, FL 101.7 95.9 107.0 82.6 107.7 1024 102.7
15 Phoenix, AZ 100.6 100.0 92.6 100.1 106,6 117.0 1029
16 Macon, QA 100.1 06.7 84.2 106.6 85.0 84.3 106.6

17 Charleston, SC 99.4 os, r 90.7 98.2 80.2 103.6 105.9
IB Birmingham, AL 99 .2 86.2 94.8 121.4 98.7 93.5 99,2
19 Chayonno, WY 99 .2 I06 .S 89.1 81,1 103.6 07.6 103.5
20 Dallas, TX 99.1 100.8 93.1 118.0 103.2 107.3 96.5

21 SprtngBold IL 97.8 103.0 02.7 90.6 101.2 1024 100.3

22 Baton Rouge, LA 97.7 100.5 64.8 117.B 100.7 93.6 101.6
23 VarmllBon, BD 06.4 io a o 68.6 102.7 90.0 106.7 100.0

24 Menvphla, TN B4.7 to a o 82.9 89.6 101.5 86.3 101.4
25 Lubbook, TX 04 .0 89.3 86.3 83.8 87.3 87.5 100.9
26 Beltlngtiam, WA 83 .5 84.3 92.1 84.8 81.0 90.3 97,7
27 Klamath Falla, O R 83.1 86.G 69.6 73.8 105.0 112.6 93.0
28 Sioux Falla, SO 92 .2 97. t 60.7 64.5 89.7 99.4 91.9

29 Loulavllie, KY 92.1 08.2 89.2 79.7 92.9 85.2 89.7
30 Fort Wayne, IN 90 .6 94.2 B9.B 98.3 96.6 83.7 66 .6
31 Carlsbad, NM BB.7 102.S 73.6 66.6 106.0 1023 94.1
32 Tulsa, O K 60.5 98.3 72.7 90.6 91.4 94.7 05,3

33 Fayottavjila, AR B7.9 94.2 76.4 86.6 95.6 74.9 94.6

34 Pueblo, CO B6.0 97.1 73.3 70.5 83.2 96.4 93.2

B u id  on dala from lhe ACCRA  C O ST  O F UVINQ INDEX, Flrat Quartar 1992 
for a  rapra tentative a election of 34 communities,
Th« Index reflects coal differentials for a  mMmanoflement standard of living.

\FM AP\COL-100X.W K3
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COST OF UVINQ ANALYSIS
COL SORT by HOUSING

Loo *Hon Compos!to Grocery Housing IMHy Trans. Hae/th Cara Mlsa
100% 13% 20% 9% 10% 5% 35%

1 LoeAngetee, CA 132.fi 107.7 105.3 80.0 110.6 136.5 116.4

2 Waahlnglon, DO 134.4 m e 175.6 11317 1384 1422 1124

3 Kodiak. AK 146.7 1QOLO 156.0 1728 1122 171.4 130.2

4 Anohorego, AK 131.0 1321 141.1 08.5 106.9 176.5 131.1

6 SprlngQold, MA 11B .7 109.9 135.8 134.0 111.2 1184 106.3

6 Santo Fe , NM 107.3 08.2 133.4 84.9 1023 103.3 97.7

7 Visalia, CA 114 .9 107.8 128.9 118.8 106,6 110.1 1014

a Midland, Ml 109.2 1080 124.6 87.5 100.1 104,6 106.0

0 Milwaukee, Wl 104.9 09.5 124.0 95.5 1021 101.2 05.3

10 Albany, NY 1 14 .2 110,0 110.0 128.2 104.<* 1t2.5 110.3

t i Cincinnati, OH 1 3 6 .7 1027 112.6 04.2 1026 08.7 109,1

12 QalnesvUe, F L 101 .7 05.9 107.0 62.5 107.7 102.4 102.7

13 Bloomington, IL 1 02 .7 08,1 98 .0 130.1 10t.5 96.7 1023
14 PlUsburg, PA 107 .3 103,4 87 .5 149.7 107.8 111.0 104.9
16 Charleston, SC 99.4 03.7 96.7 09.2 90.2 103.5 105.9
16 Cheyenne, WY 9 9 .2 108.3 95.1 01.1 103.6 07.8 103.5

17 Birmingham, AL 9 9 .2 08.2 8 4 .8 121.4 08.7 93.6 £.3.2
16 Maoon, OA 100.1 98.7 9 4 .2 106.6 05.6 04,3 106.6

10 Dallas, TX 99.1 100.8 83.1 116.0 1032 107.3 96.5

20 Springfield IL 97 .6 103.0 9 2 .7 00.0 101.2 1024 100.3

21 Phoenix, /aZ 100.5 to ao 92-8 to a i 106.B 117.0 1029

22 Bellingham, WA 93 .5 94.3 92.1 64.8 91.0 80.3 07.7
23 Fort Wayne, IN 90 .0 94.2 69.8 08.3 08.6 83.7 80.6

24 Nemeth Falla, O R 93,1 96.8 89 .8 75.8 105.(1 1128 03.0

26 LotiisvlUs, KY 92.1 8B.2 69 .2 79.7 92.9 65.2 99.7

20 VerntUllon, SD 99 .4 1080 3 8 .B 1027 90.0 108.7 100.0

27 Sioux Fella, SD 92 .2 97.1 B8.7 64.5 99.7 09.4 81.9
26 Lubbook, TX 94 .0 99.3 88.3 83.9 97.3 87.5 100.0

29 Baton Rouge, LA 97 .7 100.6 84.0 117.9 100.7 93.8 101.6

30 Memphis, 7N 9 4 .7 100.0 82 .9 69.B 101.5 96.3 101.4

31 Fayetteville, AH 87 .9 94.2 76 .4 86.6 95.6 74.9 94.8

32 Carlsbad, NM 8 8 .7 102.5 7 3 .8 66.3 106.0 1023 94.1

33 Pueblo, CO 88 .0 97.1 7 3 .3 70.5 83.2 98.4 93.2

£4 Tulsa, OK 8 8 .5 08.3 7 2 .7 80.6 91.4 94.7 95.3

Bated on d a le  from the ACCRA C O ST  O F LIVING INDEX, F lid  Quarter 1092 
(or e representative eeleotlon o l34 oommuniUes.
The Index ra ffe d  j co a t differentials (or •  midmanegement atandard o f living.
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1

Location 

Kodiak, AK

With
Mortgage

Composite

145.7

COST OF UVINQ ANALYSIS 
COL SORT by COMPOSITE STANDING 

COMPARISON OF UVINQ COSTS WITH and WTHOLTT MORTGAGE PAYEMNTS

Without
Mortgage Health 

Composite Grocery Utility Tmne. Care 
100% 13% 13% 14% 7%

141.0  100,6 1728 112.2 171.4

Mite
43%

130.2

IT)
cn

2 Anchoiege, AK 131.0 120.7 1321 98,5 106.0 178.5 131.1

3 Washington. DC 134.4 117 .9 118.6 118.7 130.4 1422 112.4
CO

4 lo a  Angelos, CA 132.6 11 1 .B 107.7 eo.o 119.6 136.8 116.4
r̂ -CD 5 Spilngtlold, MA 116.7 111 .7 109.9 134.9 111.2 110.4 106.3
CD 6 Albany, NV 114.2 111 .6 110.8 128.2 104.4 112.5 110.3

oz
7 Pittsburg, PA 107.3 110.7 103.4 149.7 107.8 111.0 104.9

8 Vtialla, CA 114.9 109.1 107.0 110.8 106.5 110.1 108.4

~x* 9 Bloomington, IL 1027 104.2 031 130.1 101.5 80.7 1023
<c 10 Cincinnati, OH 100.7 104.1 1027 94.2 1026 98.7 109.1
UL.

11 Phoenix, AZ 100.5 103.2 100.0 100.1 106.0 117.0 102.9

12 Midland, Ml 109.2 102.9 106.0 87.5 100.1 104.8 100.9

13 Balon Rouge, LA 97.7 102 .5 100,5 117.9 100.7 93.0 101.6

14 Macon, GA 100.1 102.1 90.7 100.6 85.6 94.3 100.6

15 Dallas, TX 89,1 101.1 100.6 110.0 103.2 107.3 96.6

16 Btimkigham, AL 99.2 100.7 90.2 121.4 98.7 93.5 99.2
UJQ 17 Chayanno, WY 99.2 100.6 100.3 81,1 103.8 97.8 103,5

18 Chatlerton, SC 99.4 100.2 03.7 99.2 90,2 103.5 105.9

6—* 19 Spilnglield IL 97.8 99 .5 <03.0 90.6 101.2 1024 100.3
Ol 20 Gainesville, FL 101.7 99.3 85.9 8 2 5 107.7 1024 102.7
CO 21 Vsrmllion, SD 86.4 99.1 100.0 102.7 BO.O 106,7 100.0
S3 22 Memphis, TN 94.7 89 ,0 100.0 89.8 101.5 98.3 101.4

_ J 23 MHwaukoe, Wl 104.9 97.1 99.6 95.5 1021 101.2 95.3
«xo 24 Santa Fe , NM 107.3 96 .9 9P,2 84.9 102.3 103.3 97.7

/-N £5 Lubbock, TX 94.0 96.7 99,3 83.9 97.3 07.5 100.9
t 1
s 20 Tulsa. O K 80.5 94.4 90.3 90.6 91.4 94.7 95.3

27 Klamath Falls, OR 93.1 94 .2 96,6 75.6 <05.0 1126 93.0

26 Caitabed, NM 08.7 94.1 102.6 66.8 106.0 102.3 94.1

29 Billlnghsm , WA 93.5 93 .7 94.3 84.0 91,0 90.3 97.7

CO 30 6Foux Falls, SD 92.2 93.2 97.1 84.5 99.7 99.4 81.9

31 Louisville, KY 821 9 2 9 80.2 79.7 9 2 9 85.2 9a7

’Q’ 32 Fayeticviio, AR 87.9 92.1 04.2 86.6 95.6 74.9 94.8

33 Fort Wayne, IN 90.6 90 .6 84.2 98.3 90.6 03.7 80.6
CD 34 Puablo, CO 86.0 9 0 .6 97.1 70.5 03.2 90.4 912

£
COCO
oUJQ

Pis pared using data from the ACCRA C O ST O F  LM NQ INDEX, R irt  Quarter 1992 
for ■ rsprasenUUvo selection of 84 communities rwllonwldo.
W O H-SO H T ‘*A3
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( COST OF LIVING ANALYSIS
COL SORT by COMPOSITE STANDING

COMPARISON OF LIVING COSTS WITH and WITHOUT MORTGAGE 
PAYMENTS

OBSERVATIONS - How the Housing Cost Factor skews the 
composite index.

When mortgage payment is removed from the composite cost of living determination, the 
variance or range of difference between highest and lowest Is reduced by 9.4 percentage 
points.

Prioritizing the communities based on the composite number w/ mortgage, there are 12 cities 
In the range of 100% ± 5.0%.

Prioritizing the communities based on the composite number without mortgage, there are 17 
cities, or one-half the population, in the range of 100% ± 5.0%.

The cost of a mortgage Is 28% of the composite figure when It Is included; this is more than 
twice the weight of any other single factor accumulated. (Groceries are next high at 13%.)

The range In the mortgage factor Is from 185.3 in Los Angeles and 175.8 in Washington DC 
to 72.7 in Tulsa. This is a difference of 112.6 percentage points.

The one overriding assumption in all these numbers is: this Index reflects cost differentials \  ^  
for a mldmanagement standard of llvlno; a family of four with income at $32.000 annually. /

The possibility of these AFDC and Medicaid recipients paying a mortgage for housing at this 
income level is unrealistic. For this reason the mortgage payment was dropped from the 
COL calculations.

Furthermore, there are several programs which subsidize housing expenses for the poverty 
and near-poverty income levels, thereby rendering any comparison of housing costs 
Ineffective at this Income level.
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.O U SE  CO M M ITTEE  REP' :T

Date Referred: March 18, 1994 F U R T H E R  R E FE R R A L S.

Date o f  C om m ittee A ction: 3

The H E A LT H . E D U C A T IO N  A N D  SO C IA L  SER V IC E S C om m ittee considered: SSHJR 54

SP O N SO R  S U B ST IT U T E  FO R H O U SE  JOINT R E SO L U T IO N  N O . 54
SU P P O R T  M E D IC A L  S A V IN G S  A C C T  LEGIS

R elating to m edical savings account legislation.

R E C O M M E N D A T IO N S : 
be replaced w i t h _________

[ ] have attached am endm ents(s) 

do pass 

[ ] do  not pass 

[ ] no recom m endations 

[ ] individual recom m endauons 

[ ] additional referral to t h e _____

| ] die sam e dtle  
-I ] a new  title

C om m ittee

A D O PT S: letter o f  Intent

A T T A C H E S N E W  FISC A L  NOTF.(s):

[ ] fisca l im p a c t_______________________

(Dcpl) A P P R O V E S PR E V IO U S: 

[ ) fiscal n o r e ( s )_______

[>$J zero fiscal note lAoivsti. lY fS S L ] zero fisca l n ote(s)

(D e p t /D a tc )

S I G N l t f G p O  P A S S / D P O T H E B / j l  l E C O M M E N D / t f t O N S . D N P N R A M

/
j

/

/
i /

I s" —

\  -— .

A N ' S  S I G N A T U R E
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STATE OF ALASKA
1994 LEGISLATIVE SESSION

BILL NO. S S H J R  5 4

F I S C A L N O T E

REQUEST:

Revision Date:

Title: R E L A T I N G  TO  M E D I C A L  S A V I N G S

A C C O U N T  L E G I S L A T I O N .
Sponsor: REP, |(QTT 

Requestor:___REP , K Q..TT.

Dept.Affected 

BRU:

Components:

NONE

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)

OPERATING FY 95 FY 9 6 FY 9 7 FY 98 FY 99 FY 00

Personal Services 

Travel 

Contractual 

Supplies 

Equipment 

Land & Structures 

Grants, Claims 

Miscellaneous 

TOTAL OPERATING

0.0 0. 0 0. 0 0. 0 0. 0 0. 0
0.0 0. 0 0. 0 0. 0 0. 0 0. 0
0.0 0. 0 0. 0 0. 0 0 . 0 0. 0
0.0 0. 0 0. 0 0. 0 0. 0 0. 0
0.0 0. 0 0. 0 0. 0 0. 0 0. 0
0.0 0. 0 0. 0 0. 0 0. 0 0. 0
0.0 0. 0 0. 0 0. 0 0. 0 0. 0
0.0 0. 0 0. 0 0. 0 0. 0 0. 0
0.0 0. 0 0. 0 0. 0 0. 0 0. 0

CAPITA!, EXPENDITURES

CHANGE IN REVENUES

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other
TOTAL

oo 0 .0 oo

3.0

oo oo

oo oo oo oto oo oo

oo o oo 0 .0 oo o
.

o

oo oo oo oo 0 .0 oo

oo oo oo oo

° o oo

oo oo 0 .0 oo oo oo

oo oo oo o o o•o oo

ESTIMATE OF ANY CURRENT YEAR (FY M) COST J

POSITIONS:

Full-Time

Part-Time

Temporary

0 0 0 _0j 0 0

0 0 0 0 0 0

0 0 0 0 0 0

ANALYS' . (Attach a separate page if necessary)

Prepared By: H O U S E  H E S S  C O M M I T T E E

Division:

Approved By: R E P . CON BU N D E >  C O - C H A I R

Aqency: R E P . C Y N T H I A  D. T O O H E Y ,  C O - C H A I R

Phone: 4 6 5 - 3 7 5 9  
Date: 5 - 2 1 - 9 4

Date: 3 - 2 1 - 9 4
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Representative Cynthia Tooley 
Co-Chair, House HESS Committee 
House of Representatives 
State Capitol 
Juneau, AK 99SQ1 M arch 2 1 . 1994

Dear Rep. Tooley:

Not only do I endorse Representatives Kott and Davis' resolution 
relating to Medical Savings Account legislation, but I alao applaud 
the Alaska Legislature for considering an "American Solution" to the 
problem of increased spending for health care.

I am aware that the plight of the oft-mentioned 37 million Americans 
without health insurance is not a result of lack of access. With the 
exception, of about 1% of the population, uninsurability due to health 
status is not the problem. Cost is the major deterrent, and "job- 
lock" is also a significant factor.

As the resolution so succinctly states. Medical Savings Accounts will 
address those problems by empowering people to make their own deci­
sions and art the saute time reducing costs throughout the system.

If I or my associates can be of assistance to you. please feel free to 
contact me.

Golden P.uic Insurance Company Golden Rule Insurance Company
Home Office 
Golden Rule Building 
712 Elcvcuth Street 
LawrencevtlJs. IUiflOts 62439 
Telcpnono (613) 9A3-80CQ

Golden Rule Building 
7440 Woodla'vd Drive 
Indlanpolis. Indiana 4G278-1719 
Tele[. ticDC (317) 297-4123



COMMITTEES: 
HEALTH, EDUCATION 
& SOCIAL SERVICES 
JUDICIARY 
STATE AFFAIRS

&las&a £§>tate Hegitflature
g o u t f e  o f  ^ E p r e s i E n t a t i b e f i

INTERIM :
EAGLE CENTER, SUITE 141 
EAGLE RIVER, AK 99577 
PHONE (907) 694-8944 
FAX 694-8945

SPECIAL COMMITTEES:
MILITARY & VETERANS AFFAIRS 
OIL & GAS

SESSION:
STATE CAPITOL 
JUNEAU, AK 99811 
PHONE (907) 465-3777

Representative Pete Kott

SPONSOR STATEMENT

HJR 54 - Supporting  M edical Savings A ccoun t Legislation

As m edical costs na tionally  and  in  A laska con tinue to rise, the 
n eed  for innovative approaches to h ea lth  care cost con ta inm en t 
becom es m ore acute. M edical Savings A ccounts (MSAs) offer an  
approach  to reducing h ea lth  care costs th a t appeals to m ark e t forces 
an d  m in im izes governm en t in tru sion  into th e  m a rk e t M SAs allow  
em ployers and  self-employed ind iv iduals to pu rchase a high-deductible 
catastroph ic m edical policy and  p u t th e  p rem ium  savings in to  a special 
sav ings accoun t to pay for rou tine m edical care. The funds in  the MSA 
be long  to th e  in su red  and, if n o t spent, accum ulate as savings, pre- 
fu nd ing  fu tu re  m edical care expenses.

Because MSAs be long  to the employee, they  are fu lly  portab le and  
are n o t re linqu ished  w hen  the ind iv idual changes em p loym en t O ver 
time, M SAs have the po ten tia l of bu ild ing  a substan tia l savings 
accoun t fo r th e  individual, if the person  exercises p rudence i i  use of 
m edical care. MSAs w ill enable a person  to purchase h ea lth  insurance 
coverage du ring  periods o f unem ploym en t if the person so chooses.

M SAs are an  attractive hea lth  care op tion  because they  encourage 
ind iv idua l re s tra in t as a m eans of con ta in ing  costs. This is com patible 
w ith  the free m arke t in  th a t it protects ind iv idua l freedom  and  rew ards 
p ru d en t decision-making.

HJR 54 urges Congress to enact leg isla tion th a t w ill m ake M edical 
Savings A ccounts a v iab le option in  the national effort to reduce and  
con ta in  h ea lth  care costs. I urge its speedy passage.

S P O N S O R  S T A T E M E N T



Medical Savings Accounts: 
Putting People First in 
Health Care

By
Victoria C. Craig 
Director of Research
The Council for Affordable Health Insurance 
February, 1993

M E D ' C A L  S A V I N G S  A C C O U N T S :  P U T T I N G  P E O P L E  F I R S T  I N  H E A L T H



Executive Summary

Each o f  i:s is mortal —  w e get s ick  and w e die. And when w e  do get sick, it 
is the health care system  that reaches out to heal and to com fort us. T he health 
care system  w ill touch each o f  us at our m ost vulnerable and intim ate 
m om ents. H ow  to reform  that system  is  not an abstract exercise , it is a 
d ecision  that w ill a ffect us personally for the rest o f  our lives. A nd it is a 
d ecision  that m ust put p eop le -  patients -- first, because the on ly  purpose o f  
this or any other health care system  m ust be the care and com fort o f  the patient.

T he C ouncil for A ffordable H ealth Insurance has carefu lly  review ed  the 
num erous health care reform  proposals in the states and at the Federal level. 
T he C ouncil b elieves that they are all fundam entally flaw ed  because they do  
not address the real problem  in the health care delivery  system  today —  the 
difference betw een the person w ho receives the care, and the person w h o pays 
the bill. T he C ouncil supports som eth ing truly revolutionary for our health 
care system  —  a return to market principles through the establishm ent o f  
m edical savings accounts.

M edical savings accounts (M S A s) are tax -defe. '<■ set up to pay for 
routine m edical care and to a llow  for the build-up a to pay for future
m edical expenses. M S A s w ou ld  a llow  em ployers, self- em ployed  individuals, 
and others to purchase a h igh-deductib le p o licy  and put the prem ium  savings  
into a m edical sav in gs account to pay for routine m edical care. T he funds in 
the M SA  b elong to the insured, and i f  not spent, accum ulate over tim e as 
savings, pre funding future health care expenses.

M S A s have m any unique advantages. _____
• M S A s is the one idea that has the potential to actually reduce health care 
costs w ithout resorting to rationing.
• M S A s restore the patient/physician  relationship, m aking the patient a buyer 
as w e ll as user o f  care.
• M S A s w ill create a dem and for inform ation about the quality and price o f  
health care.
• M S A s w ill reduce adm inistrative costs,
• M SA s w ill put insurance com pan ies back in the business o f  providing real 
insurance.
• M S A s w ill end the struggles over state mandated benefits.



By incorporating m edical savings accounts w ith other concepts that have  
alw ays been the strength o f  our country —  ind iv idu al freedom  and 
responsibility, a free market for good s, services, and ideas, a robust com petitive  
environm ent, and lim itin g  governm ent’s in vo lvem en t to protecting those  
who are incapable o f  caring for their ow n  needs; w e can fix  the current health  
care delivery  system  instead  o f  destroyin g it.

This w ill in turn best accom plish  the purpose o f  a health care system  reform  
—  an optim al balance o f  quality, affordability, and accessib ility .



■M

Overall Costs of an MSA

Question: Will administrative costs of the insurance company increase 
because they will be writing more individual policies? How will this 
affect the price of the policy?

Answer: It is not clear that there w ill be m ore individual p o lic ies since w e  
anticipate jo in t participation betw een the em ployer and em ployee . In fact, i f  
there w ere an increase in individual p o lic ies, that w ould  probably mean that 
the cost o f  adm inistering an individual p o licy  w ould  be le ss  than that o f  a 
group p o licy . It m ust be recogn ized  that adm inistrative costs o f  the insurance 
com panies w ill fa ll since they w ill not be handling the sm all dollar claim s. 
And every dollar saved in adm inistrative exp en ses is a dollar directly  
available to increase M SA  contributions or reduce the co st o f  the entire 
insurance program.

Statement: Proponents claim that insurance costs would go down under 
their plan because consumers would buy their insurance directly from 
insurers and not through employers. They claim that getting rid of the 
“third party in the transaction” would greatly reduce administrative red 
tape and cost. It could be argued, however, that eliminating the employer 
would lead to increased administrative costs.

Answer: T he statem ent m isses the point. W e w ould  encourage em ployers  
to incorporate the MSA concept into their program. N o  on e is trying to ge 
rid o f  the em ployer, but rather to advocate individual responsibility . T h a t; 
why w e en v ision  jo in t participation, as it is the m ost effic ien t and cost  
effective  w ay to reduce health care costs over a period o f  tim e.

Question: Would health insurance premiums be reduced substantially 
enough to cover the deducible of a catastrophic policy as the medical 
savings account concept proposes?

Answer: Our actuaries have develop ed  the fo llo w in g  estim ates based on  
som e o f  the largest sources o f  cla im s data available in the country. These 
prem ium s are based on a plan which pays 80 nercent o f  the first $ 5 ,0 0 0  o f  
expenses after the deductible and 100 percent thereafter, and assum es a 75  
percent loss ratio, and a 4 0 -4 5  year old  head o f  household .
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Annual Premium
D eductib le In d iv id u a l Fam ily o f  4

S 2 5 0  
2 .5 0 0  

D ifferen ce

$2 ,1 0 8  
1J  32  

97 6

$6,223
U 0 6
3,117

The M S A  arrangement is naturally m ore attractive for fam ilies since children's 
co sts  are more h eav ily  w eighted  toward first-dollar exp en se than those for 
adults. For about a 40%  increase in prem ium s, the per person $2 ,5 0 0  
deductib le can be changed to a per fam ily  deductible o f  $2 ,500 . In this 
exam ple, the S 6 ,223  currently being spent for the $2 5 0  deductible plan could  
be sp lit as fo llow s:

T he m axim um  ou t-of-pocket exposure under the $ 2 ,5 0 0  deductible plan is 
$ 3 ,5 0 0  or ($ 2 ,5 0 0  +  (.2 0  x $ 5 ,0 0 0 )). The m axim um  out-of-pocket exposure  
under the $2 5 0  deductib le plan assum ing a m axim um  im position  o f  three 
d eductib les and three stop -loss exp en se am ounts per fam ily is $ 3 ,7 5 0  or 
(3 [$ 2 5 0  +  (.20  x $ 5 ,0 0 0 )]). Thus the m axim um  potential out-of-pocket is 
actually $ 2 5 0  less under the $ 2 ,5 0 0  fam ily deductible even  before we 
con sid er the am ount in the M SA . W ith the M S A  contribution, the financial 
protection for the fam ily  has actually increased by $ 2 ,1 2 5 . In this exam ple, 
the individual m ay want to increase the deductible further to, sa y , $ 5 ,0 0 0 . The 
annual prem ium for a $ 5 ,0 0 0  fam ily  deductible w ould  be $3 ,1 3 5  and the 
m axim um  out-of-pocket exp en se w ou ld  be $6 ,000 . Thus, the $6 ,223  premium  
for the $ 2 5 0  deductib le plan cou ld  be split w ith $ 3 ,1 3 5  go in g  towards 
insurance and $ 3 ,0 8 8  to the M SA . In this case, the increase in m axim um  out- 
of-p ock et exp en se w ould  be ($ 6 ,0 0 0 -$ 3 ,7 5 0 ) or $ 2 ,2 5 0  which is more than 
covered  by the M SA  contribution.

Question: Would raising the deductible from their typical levels of $100 
or $250 up to $3,000 really reduce the premiums by 66 percent, thereby 
assuring that employees would assume no risk of making out-of-pocket 
expenses with their own money other than out of the MSA?

Answer: It could  be as m uch as tw o-thirds, but the $ 4 ,5 0 0 , $ 3 ,0 0 0 , and 
$ 1 ,5 0 0  figures are m eant to be illustrative only. In som e cases, they may be

Prem ium  for a $ 2 ,5 0 0  per fam ily deductible $4 ,348
C ontribution to the M SA S I ,875

1 2



pretty c lo se  to the mark, but they w ill vary w idely  depending on location and 
dem ographics o f  a particular group. If w e use instead num bers based on the 
sam e cla im s data from  above, w e get a table:

D eductib le Individual Familv

$ 100 $ 2 ,2 3 6 $6 ,726

3 .0 0 0 1,039 JL244

Premium S avin gs $1 ,197 $3 ,882
% R eduction 54% 58%

Question: The reduction in health premiums by 66 percent appears to 
be implausibly large. It implies that employers currently spend $3,000 
in premiums to reduce each employee family’s deductible by at most 
$2,900 (from $3,000 to $100). Because many families spend less than 
$2,900 per year on covered care, the cost of providing low deductible 
policies ($3,000 per employee) would be far in excess of the expected cost 
of the extra care the additional premiums cover, right?

A n sw er: T his is p rec ise ly  the irony. A t low er deductib le levels, em ployers  
may spend more than one dollar for every dollar o f  added coverage. This is 
largely due to the increasing certainty o f  use o f  benefits as deductible am ounts 
get low er, com bined  w ith the adm inistrative add on o f  p rocessin g  these sm all 
cla im s through the insurance m echanism . W hile a typ ical health insurance 
loss-ratio is 75  percent (m eaning 25 cents o f  every prem ium  dollar is spent on 
taxes, adm inistration, and marketing costs), the distribution o f  these exp en ses  
is m uch heavier in the handling o f  sm all c la im s w here third party involvem ent  
is both unnecessary and inefficient.

The co st effec t is particularly true for fam ily  coverage. F or instance, using the 
num bers above, the cost to reduce the deductible for a fam ily  o f  four from  
$ 3 ,0 0 0  per person to $ 1 0 0  per person is ($ 6 ,7 2 6  - $ 2 ,8 4 4 ) or $3 ,882 . If w e  
adjust the $ 3 ,0 0 0  deductible prem ium  so  that it applies on a per fam ily basis, 
we get ($ 2 ,8 4 4  x 1.40) or $3 ,982  and the cost o f  the deductible reduction  
becom es ($ 6 ,7 2 6  - $ 3 ,9 8 2 ) or 5 2 ,7 4 4 .

This $ 2 ,7 4 4  o f  sav in gs realized by increasing the deductib le to $3 ,000  w ill not 
be dim inished by ex p en se  load s— every penny is available to spend on health  
care services or left in the iMS A for the future. A nother w ay to look at it is that 
the prem ium  savings represent average healthcare ex p en ses o f  (.75 x $ 2 ,7 4 4 )
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or $ 2 ,0 5 8 , and an average increase in the M SA  o f  $686 , which m akes the 
option  even  m ore attractive to the consum er.

Question: Is it realistic to think that insurers would be willing to sell high- 
deductible policies? Would policies be affordable?

A n sw er : L o w -co st, h igh-deductib le p o lic ies are available today. W hat is not 
availab le is the ability  to invest the prem ium  savings in a tax-free account for 
the purpose o f  offsettin g  m edical ex p en ses below  the deductible amount. 
B elo w  the table sh ow s som e o f  the annual prem iums for p o lic ies available in 
June, 1992. T he prem ium s are based on a fam ily  with tw o adults, age 35, with  
one child .

X
Individual Health Insurance Annual Family Premiums With $2,500 Deductible

(June, 1992)

W ashington
National

Fyram id
Life

Tim e
Insurance

Am erican
Com m unity

C incinnati
City S I . 3 6 9 S I , 6 2 2 S 1 .3 1 0 S I . 0 8 3

S u b u rb 1 ,3 6 9 1 ,6 2 2 1 ,3 1 0 1 ,0 3 2

Indianapolis
City 1 ,3 6 9 1 ,5 3 7 1 ,4 0 4 1 .2 5 9

S u b u rb 1 ,2 1 3 1 ,4 5 1 1 ,2 1 6 1 ,1 3 5

Peoria
City 1 ,5 4 2 1 ,6 2 2 1 ,5 7 2 1 ,0 3 2

S u b u rb 1 ,5 4 2 1 .6 2 2 1 ,5 7 2 1 ,0 3 2

Portland
City N/A 1 .8 7 8 1 ,2 5 3 N/A

S u b u rb N/A 1 ,8 7 8 1 ,1 6 4 N/A

Des M oines
City 1 .3 6 9 1 ,4 5 1 1 ,1 2 3 N/A

S u b u rb 1 ,2 1 3 1 ,2 8 1 1 ,1 2 3 N/A

Dallas
City 1 ,8 3 6 2 ,1 3 5 1 ,8 7 2 N/A

S u b u rb 1 ,6 8 0 1 ,2 8 1 1 ,1 2 3 N/A

Richm ond
City 1 ,5 2 5 1 ,6 2 2 1 ,4 9 7 N/A

S u b u rb 1 ,5 2 5 1 ,5 3 7 1 ,4 9 7 N/A

(Cents have been truncated to make the chart easier to read)
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Some observations about these figures:

1. These policies are on the market today.

2. They are sold individually, not in groups. Medical savings accounts are 
intended chiefly as a group insurance program and may save additional 
premiums through economies of scale and the administrative advantages of 
mass purchasing.

3. These policies contain a per-person deductible, not a family deductible. 
Going from a per-person to a single family deductible would raise the 
premium cost by approximately 40 percent.

4. There are extremely wide variations in health care costs and utilization 
patterns in the United States. These are somewhat reflected on this table in 
the premium differences between Des Moines and Dallas, but the truly high 
cost areas (New York, Boston, Los Angeles, and San Francisco) are not 
included here. Premiums that are appropriate in Des Moines would be far too 
low for New York (as would deductible levels), and it is important that any 
legislation allow for the dramatic differences in regional costs.
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January 20, 1994
FOR IMMEDIATE RELEASE
For further information about the survey,
contact Sid Groeneman: (202) 429-6990

1776 I STREET, N.W., SUITE 1040 
WASHINGTON, D.C. 20006 
PHONE: 202-429-6990 
FAX: 202-429-6988

CHICAGO 
NEW YORK 
WASHINGTON, O.C. 
LOS ANGELES 
BOSTON 
TORONTO 
MONTREAL

Golden Rule Employees 
Enthusiastic About Medical Savings Account

An earlv-January survey demonstrates that employees of Golden Rule, an Illinois-
based life and health insurer, are very pleased with their new Medical Savings Account 
(MSA) plan, are using the funds to pay for services not covered previously, and are saving 
money for themselves and their company. Sixty-five percent of the employees enrolled in 
the MSA rate their new form of health insurance as "excellent, "and another 32% rate it as 
"good." Only 2% rate it "only fair," and no one rated it "poor." The employees
overwhelmingly prefer the MSA to their former plan, by a margin of 82% to 1%.

"By any standard of comparison, these numbers represent a strong endorsement of 
the Medical Savings Account," according to Sid Groeneman, a Research Manager for 
Market Facts, Inc., the firm that conducted the January 7-13 survey for Golden Rule.

The Medical Savings Account is a new form of employer-provided health coverage 
which uses financial incentives to encourage consumers to purchase health care services 
more carefully, promoting efficient utilization. With "first-dollar coverage" provided by the 
MSA, employees can minimize their deductibles and copayments, or avoid them entirely. 
Under Golden Rule’s plan, employees not exhausting the money in their account can choose 
to receive an end-of-year refund or retain the money in an interest-bearing account to pay 
for next year’s expenses. Golden Rule’s MSA plan also offers employees more choice in 
how they can spend their benefits, as the funds can be used for products and services not 
covered by most traditional^ plans such as dental care, eye care, and preventive care.

Most Golden Rule employees chose the MSA originally, at least in part, because they 
believed it might save them money. As it turned out, they were correct: 93% of enrolled 
employees received a refund check, averaging $602. The refunds applied to the period from 
May through the end of 1993, and likely would have been higher for a full calendar year.

-M O RE -



MARKETFACTS 2

The few MSA-plan employees who didn’t receive a refund are just as pleased with 
the plan as those who did receive a check in December: 19 of the 28 who didn’t receive a 
refund rated the MSA plan as "excellent" (68%), and the remaining nine rated it as "good."

"The thing I’m most pleased about with the Medical Savings Account is the benefit 
it represents for the single mother," said John M. Whelan, president and chief executive 
officer. "Ifshe has a child that needs to go to the doctor, she now has first dollar coverage, 
and she isn’t penalized with either a deductible or copayment. It makes it easy for her to 
take her child to a doctor."

The popularity of the plan extends beyond sheer economics, as 29% also gave a 
coverage-related reason for choosing the MSA. Most of them mentioned that the MSA pays 
for routine medical care or miscellaneous expenses not covered by traditional insurance, 
some noted dental expenses or vision care, and a few mentioned prescription drugs or other 
items. And about 15% of the employees opting for the MSA mentioned choosing it because 
they think it helps reduce health/medical expenses for the company or the country.

If it becomes more widely adopted, the MSA form of health coverage should make 
use of health and medical care services more efficient system wide. And, while saving 
money, its proponents believe that it can also promote wellness by expanding consumers’ 
options.

Since Golden Rule’s Medical Savings Account went into effect in May 1993,one-fiftfc 
of enrolled employees started using a medical service they hadn’t used before because o f the 
plan, while only 3% indicated they stopped using some service they had been using earlier. 
Looking toward the future, over half (51%) of the employees think they or their family 
might use a service they hadn’t used before, such as vision or dental care, because of the 
plan; 4% think they might stop using some medical service or health product.

Twenty-one.percent reported "shopping around" or "comparing prices" more since the
plan went into effect; 9% reported shopping or comparing prices less.

%

Since the Medical Savings Account went into effect, employees have changed their 
patterns of purchasing health care. One employee said she liked the plan because she now 
has an incentive "to check on the surgeons’ fees before any surgery and even with the 
regular doctors."

-M O RE -



M A R K E TFACTS 3

* * *

The telephone survey of Golden Rule Insurance employees was conducted by the 
Washington and Chicago-area offices of Market Facts, Inc., an international survey and 
market research firm headquartered in Arlington Heights, Illinois. Market Facts made three 
attempts during the week of the survey to reach and interview the 708 Golden Rule 
employees for whom phone numbers were available. Five hundred twenty employees were 
interviewed (73% completion rate). Only 28 employees refused to be interviewed (5% of 
the eligible employees contacted).

Market Facts conducts research for many of the country’s leading corporations, 
associations, non-profits, and government organizations at all levels. The company recently 
completed its second personnel survey for the U.S. Postal Service (Summer, 1993), and is 
about to begin a third USPS survey in 1994. This series includes all USPS employees (over 
716,000 in 1993) and represents the largest civilian employee surveys ever conducted.

-  GRAPHS ON NEXT PAGE -



Key Findings from Jan. 7-13 Survey 
of Golden Rule’s Employees 

Enrolled in the Medical Savings Account Plan

"How would you rate the 
Medical Savings Account health 
insurance plan overall — 
excellent, good, only fair, or 
poo r?"

Excellent
65%

\

D on’t
Know

Only
\  F a ir

2%

\  Good 
32%

"Overa ll, do you like the 
Medical Savings Account 
more, less, or about the same 
as the former Golden Rule 
p lan?"

More
82%

Other/
’t Know 
5%

About 
the Same 

12%



MEDICAL COSTS IN ALASKA

Alaska has the highest health care costs in the nation. According to 
Dr. Rodman Wilson costs in Anchorage are 40% higher than in Seattle.
In a newspaper article in March of 1993, Ms. Betty Wood, President of 
Blue Cross. Washington/Alaska stated that coronary bypass heart 
operations were three times as expensive in Anchorage as compared to 
Seattle, The manager of the Alaska Truckers Association said that he 
inquired about tying into a Washington State group health insurance 
plan for the trucking industry and he was told that the Alaska 
participants would pay a 40% surcharge.

The reason for this situation is overinsurance or excessive demand for 
medical services.. This is caused by the 130,000 Alaskans who are 
enrolled in group health insurance plans provided by the State of 
Alaska, by municipal governments, and by school districts.

The model of these plans is the Aetna plan covering 13,500 Employees 
of the State of Alaska who are in the Alaska State Employees 
Association which negotiates this plan. As of March of 1993 this plan 
had a deductible of $100, 90% coinsurance to $3,950, and 100% payment 
beyond that number.

Suppose that the Union had negotiated a clothing purchase plan instead 
of the group health insurance plan? State Employees could go to any 
store that sold clothing and buy as many articles of clothing as they 

****** wished. They would be required to have these purchases approved by a 
Licensed Clothing Advisor who would receive 10% of the purchase as 
compensation for advice. The participant would be required to pay the 
first $100 of the transaction and then 10% of the next $3,950. For 
amounts over this number the State would pay 100%. There would be no 
restrictions on the cost of the clothing or accessories. They could 
buy Gucci shoes and Brooks Brothers Suits. These purchases would not 
be taxed as income by the Internal Revenue Service.

If such a plan were to be put into force, Nordstrums, Pennys, Lamonts 
and other clothing establishments would be jammed with shoppers. The 
management would expand the facilities and hire more sales and 
warehouse people. The stores would raise the prices because with the 
State of Alaska paying the bills, no one will be concerned about cost.

The only difference between the Clothing Purchase Plan and the Group 
Health Insurance plan is that medical services are intangible and 
cannot be stored.

The State of Alaska has more people in the service of State and Local 
government and school districts than any other state, as a percentage 
of the population. All the group insurance plans of these lesser 
governmental entities follow the pattern of the State plan negotiated 
by the Alaska State Employees Union. For example, the group insurance 
plan of the Copper River School District which has about 100 employees 
is a clone of the State plan although it is not administered by the
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Aetna. It is my estimate that there are 130,000 participants and 
their dependents in these plans. Private employers such as the banks 
and the energy companies must pattern their plans after the State 
Plan.

In February of 1993, the negotiators for the State of Alaska attempted 
to make some changes to the plan to moderate an anticipated increase 
in premiums. Aetna had told the State that rates would increase by 
30%, This meant an increase in payments to Aetna of about 
$20,000,000. The negotiators for the state asked the Union to accept 
a change in the deductible from $100 to $250.00 and a change in 
coinsurance from 90% of the first $3,950 to 80% of tne first $5,000 of 
expense. This change was refused by the Union and the matter has gone 
to an arbitrator to decide whether the State can alter these 
provisions.

Why did costs double in the years form 1988 to 1992? According to an 
article in the Anchorage Times in October of 1989, the 13,500 State 
employees and their dependents made 338,800 claims in 1988. This is 
25 claims per participant. In 1992 the employees made 685,000 claims 
or about double the number of claims.

Dental and vision claims remained about the same, The increase was in 
medical claims.

No analysis has ever been made in the State Plan of who makes the 
(BOft claims. Figures in most plans show that 25% of the people make 80% of 

the claims. Half the people in a plan will make less than 10% of the 
claims and about 20% of them will not see a physician in the course of 
a year. Federal Express with 47,000 employees found that 16% of the 
participants made 80% of claims. I believe that these figures would 
apply to the State. If my surmise is correct then there are 3.750 
participants and their families who made 80% of the claims.

There is no reason why the participants in these governmental plans 
should not demand as much expensive and extensive health care is 
available. From the point of view of the doctor he has every reason 
to supply these services and even urge upon the patient more elaborate 
and costly procedures. His income and career will benefit by so 
doing. These fortunate people in the governmental plans have free 
medical care of the finest quality and this has created unlimited 
demand and rising costs.

The State will pay $80,000,000 to pay for the medical, dental and 
vision costs of 13,500 State Employees. This is about $6,000 per 
participant or $500 per month. We estimate that there are 30,000 
people in the plan, including dependents, the cost is about $2,700 per 
individual.

These government employees have unlimited access at no cost to the 
finest in health care. On the other hand, there are 60,000 to 90,000 
Alaskans who have no access to health care outside of what they can
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On February 6, 1993 there was an article in the Anchorage Daily News 
concerning the financial problem at the Anchorage Neighborhood Health 
Center. This is a Community Health Center whose expenses are met in 
part by the Federal government. These centers were established to 
provide health care to poor people for a modest fee. The center 
treated 9,400 people in a year at a cost of $4,000,000. The doctors 
at the center work on salary. The cost per person was $425 per year.

Why does it cost the State $2,700 per person for health care as 
compared to $425 for the Neighborhood Health Center? A partial 
explanation is that the Health Center provided basic medical care. We 
know that hospital charges are about 50% of medical costs so let us 
double the cost for the Health Center per person to $850. This is 30% 
of the cost of the State.

The reason for the difference is the State plan is Third Party 
payments and medicine for a fee with complete choice of physicians 
available to the participant. The Neighborhood Health Center is 
direct service with a small payment for service based on the patients 
ability to pay. It resembles the British System of National Health 
Service.

The State Group Health Plan could be changed to save millions of 
dollors. For example a vairxble deductable could be used as in the 

'sas?* Forbes Plan which is attached. Payments could be made to those who 
made no claims.

William A. Barnes SR..
Written at Anchorage, AK. April 6, 1993
430 W. 7th St. #201
Anchorage, AK 99501
Tel. 907-276-8998
800-770-8998

pay for themselves. Anchorage has 30,000 of these uninsured people.
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A golden health plan
:Thls C hristm as is turning out to be 

golden for hundreds of Golden Rule 
employees, th an k s ' to an  innovative 
health program  tha t Just could become 
a model for o ther employers.

This past year, Golden Rule C hair­
m an J . Patrick Rooney gave his em ­
ployees a choice between regular, low- 
deductible health  insurance and a 
new Medical Savings Account plan.

Because low-deductible insurance Is 
so costly, the company devised the 
new plan: cheaper insurance with a 
higher deductible, along with a  sav­
ings account to cover expenses hot 
incurred u nder the old plan.

The old plan for families had a 
S250 deductible and a  co-pay th a t 
stopped a t S I.000, for a total out-of- 
pocket employee expense of S I.250.

.The new  plan set a S3.000 deduct­
ible. no co-pay, and thus cost Golden 
Rule far less, bu t the company then 
gave the employee $1,750 to cover the 
additional deductible expenses.

T hat m ade the two plans seemingly 
equal in m erit: in both cases, the 
em ployee's out-of-pocket expenses 
would be the  sam e, S I.250. But there 
a r£  some im portant differences.

.Hot only did Golden Rule save m on­
ey Qn the MSA plan, but now. a t year- 
en£, employees are being reim bursed 
any m oney not sp en t from th e ir 
accounts.

The to tal reim bursem ent? An in­
credible $468,000.

Under cu rren t law, the MSA pro­
ceeds are taxable Income, as  opposed 
to the tax-free nature of traditional 
health benefits. But the MSA plan 
generally would be the better option 
for those who are able to keep their 
health  costs down In a given year. •

The Medical Savings Account plan 
has some additional benefits. First, 
the account could be used to pay in­
surance prem ium s between Jobs. If an

employee loses his or her Job or is out 
on strike, there would be m oney in the 
account to continue health  insurance.

Too. as  Rooney has pointed out. the 
incentive for employees to be prudent 
ab o u t th e ir  h e a lth  cost sp en d in g  
would be revived under the MSA plan, 
for employees know they would recoup 
any u nspen t money.

In o ther types of employee health  
savings accounts, the money reverts 
back to the employer if it isn 't spent 
by year's end. T hus, especially if It Is 
the employee’s own money deducted 
from his or her paycheck, the  employ­
ee has a built-in urgency to try to 
spend the money allocated to the fund, 
not cut back on health  expenditures.

One of the best offshoots of such a 
plan is th a t it would encourage more 
employers to provide health  insurance 
for their employees. People whose 
com panies pay for their in su rance of­

ten don’t realize how m uch their em ­
ployers are paying on their behalfs. 
According to Rooney, annual family 
prem ium s In Ind ianapolis average 
S4.300. In C incinnati, the cost is 
slightly higher, S4.500. In Des Moines, 
th a t figure nears S4.700. In W ashing­
ton. it’s closer to S8.200.

Small businesses often don't provide 
group insurance, not because they 
don’t care about their employees, but 
because they can ’t afford it. That 
might chaVige if they paid for .more 
reasonably priced high-deductible in­
surance and employee MSAs.

Congress could get the ball rolling 
even further by modifying the tax .code 
to allow MSA money to be treated  like 
a n  Individual R etirem ent Account, 
with the fund allowed to accum ulate 
tax-free until It was spent. In fact, 
Rep. Andy Jacobs. D-lnd.. and  Sen. 
Dan Coats, R-lnd., both have intro­
duced legislation to that end.

In particular. Coats’ "HealthSave 
Proposal" would call for participating 
employers to purchase an um brella 
policy for employees for catastrophic 
medical costs. They then would pro­
vide each employee with an  MSA of 
$3 ,000  per annum , which would re­
m ain on account, tax-free, for future 
medical bills and other limited uses, 
such  as long-term care and education.

Coats also has called for an  Increase 
in tax credits for those whose employ­
ers do not offer such coverage.

A m ericans recognize their critical 
need for affordable health care, but 
they also w ant choices. Golden Rule's 
MSA plan ought to become a  prom i­
nen t player in the debate over health 
care options before Congress.

AP/Wm. J. Castello
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COMMENTARY

Health Care Reform That Works: Medical Savings Accounts
A former .Speaker nf ihc Home 

of Representatives once des:ribcd 
some pending legislation by saying:
" An indefinable something is to he 
done in a way nobody knows how. 
nt a time nobody knows when, that 
w dl accomplish nobody knows 
what."

su Onnnid F For ||0w’s that for an accurate
assessment of today's national

health care debate?
An indefinable somethin# is to he done, because the Clinton 

administration has staked most of its political capital on bring­
ing manifest change to the way we Americans purchase and 
receive health care.
It is to»_• done in  a way nobody knows Imw. because the 

administration has kept secret its health care plans not in the 
name of reform but in the interest of politics.
It is to he done at a time nobody knows when, because the 

administration has discovered that neither Congress nor the 
nation is thrilled wilh its economic plan and health care reform 
involves tinkering with one-eighth of the gross domestic prod­
uct of the United Stales.
And it w ill accomplish nohodv knows what, because the 

types of programs, the extent of the government's involve­
ment. and the economic and social costs they will incur have 
never before been seen, so the results can only be speculated. 
Supply Sldo Controls D on't Work
The basis of the problem is this: All of these ideas for health 

care reform impose controls on the supply side of the econom­
ic interchange, But the empirical evidence is that controls on 
the supply side simply don't work.
Medicaid is an excellent example. Statisticians tell us that 

the average national medical cost of the normally-insured, 
nnnelderly population, including the deductibles and co­
insurance they pay out of their own pockets, is 51.495 per per­
son.
IhM the average national cost for nnnelderly Medicaid 

patients i; 5.1.313 . •. more than twice as much!
So what nre we accomplishing by controlling medical erne 

costs? Wc are denying low-income people convenient, quality 
medical care. Instead, we're sending them to emergency 
rooms— often in ambulances— at a cost many times greater than 
if those patients were simply able to visit a neighborhood 
physician.
Unfortunately, it is this same supply side philosophy that 

drives the administration's most frequently-mentioned idea for 
controlling medical costs— managed competition.

D em and Side Idea M akes M ore Sense
While I don’t want to deny the Clinton plan a fair hearing, I 

think we nil would profit hy examining an idea from the 
demand side. It's known as the Medical Savings Account and 
it allows employers to replace conventional insurance plans 
with individual savings accounts for employees' medical 
expenses
Here’s how it works: The average employer nationally paid 

about 54.600 in 1992 for health care coverage on an individual 
worker and family. Nationwide, the annual deductible aver­
ages S2I2 for one person and 5531 for a family. So when the 
employee co payment is included, the employee typically has 
an average out-of-pocket cost of 51.000 to 52.000 for any seri­
ous medical expense.
Rut in most parts of the United States, the employer could 

buy a catastrophic policy for the worker nnd his family that 
will pay all medical expenses above $3,000 for just 35 to 40% 
of the cost he has been paying.
If the employer puls $2,000 into a Medical Savings 

Account, that employee is guaranteed the same protection he 
«r she had under the previous insurance programs. Here's the 
difference: if the employee doesn't spend all of the $2,000. the 
unspent balance is his to keep.

In a typical American city such as Cincinnati, 23% of all 
families will spend less than $500 a year on health carc. Those 
families could retain a savings of $1.500 or more— if their 
employers put at least $2,000 into their Medical Savings 
Account.
If the employee had a SI00.000 heart transplant operation 

during the next year, his out-of-pocket costs would still be 
only 51,000—  no higher llinn they arc today with conventional 
insurance I he difference is this: with the Medical Saving-. 
Account, the insurance company doesn't get involved until the 
family’s medical expenses exceed 53.000. The employee self- 
insures the first $3,000.
Each year, the employee will receive $2.000— and, at the 

end of the year, he would be able to roll over any money 
remaining in his Medical Savings Account into an IRA.

Practical Solution to  Cost Control 
Medical Savings Accounts offer the most practical method 

for getting health carc spending under control.
• Individuals would have an incentive lo spend their health 
care dollars wisely—  they would he using their money, not 
romeone clse's.

■ The account could he used to pay for any medical expense 
recognised by the Internal Revenue Service, including pre­
ventive caic, eye ca c, denial carc nnd annual physicals

• Escalating premium increases for employers would stop.
• The accounts would be fully vested in the employee and 
portable Ihey would leave with him w hen he changes jobs.

• Paperwork would be reduced for providers and insurance 
companies uiike, because there is no insurance claim lo fill 
out and no prior approval to be obtained until the expense 
exceeds $3,000

• Medical Savings Accounts would let individuals choose 
their physicians, rather than have bureaucrats choose for 
them.

• Medical Savings Accounts would also provide an incentive 
lo stay healthy by nllowing individuals to receive preventive 
carc— such as mammograms and pap smears— they might 
have avoided previously because their insurance didn't cover 
it or they didn’t have the cash.
The Medical Savings Account concept works. At Dominion 

Resources, Inc., a Virginia uliE'y, a combination of Medical 
Savings Accounts and other incentives has held health care 
cost increases to an average of just seven-tenths of one percent 
over the last three years.
People spending their own money spend it more wisely. So 

why hasn't a cnmmon-sense solution of such obvious menl 
been adopted nationwide?

Federal Tax C ode  Presents O bstacle  
Tlic primary obstacle is the present federal lax code When 

an employer spends a dollar on an employee's health insur­
ance today, that dollar is excluded from the employee's tax- 
ahle income. But, if the employer wants to establish a Medical 
Savings Account for the employee, that dollar is subject lo 
federal, state and local taxes— including social security tax. 
Looking at it another way, today's tax laws encourage us to 
use health insurance.
The Medical Savings Account would restore competition in 

the health care maiketplace, because the first $3,000 employ­
ees spend would be their own money.
A simple revision of our present lax codes would make 

Medical Savings Accounts economically atlractive to more 
Americans ai.d begin to apply the brakes to our out-of-control 
health care costs.
But thnt isn’t the only advantage of the Medical Savings 

Account.
When employees lose their jobs today, the COBRA legisla­

tion guarantees them the right to stay insured by paying an 
insurance premium lo their former employer. The reason most 
employees don’t do that is because they don’t have the cash 
available to pay the premiums that are required.

But, if they had a Medical Savings Account, they would 
have tax-free money in that account that could be used to pay 

Continued on Page 1 7
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the COBRA payment and keep insurance in
elfect until they got a new job.
Ila'f nf nil uninsured persons are without 

coverage for four months or less, and 7(1% 
arc wiihuul coverage for 12 months or less, 
the Medical Savings Account would permit 
these people to stay insured.
In other words, 25 million Americans— or 

70% ol the million uninsured— could stay
insured without new costs to employers and 
without new payroll taxes on the workers.
This is possible simply by permitting work­
ers to ncciiinulalc money in a Medical 
Savings Account.
Ihc remaining 12 million uninsured could 

he accommodalcd by treating all Americans 
equally on ihc tax deduction for health 
hcnelils.
It's estimated that tax fairness would bring 

another 9 R million Americans into the health 
insurance system at a net cost to the federal 
government of only $8 billion a ye.v— small 
potatoes indeed when compared to the 5150 
billion the White I lcu.se plan may cost! Then, 
if the government would privatise Medicaid 
fo- t.ie nnn elderly, wc could begin to treat 
the poor with decency and respect. We could 
let them go to a ncigliborimod doctor instead 
nf an emergency room, nnd wc could cut the 
cost of Medicaid by half.

Savings for the Am erican People
A final point is that this proposal provides 

much-needed savings for the American peo­
ple. You’ll recall that the individual retire­
ment account was one of Ihc most popular 
tax benefits ever olfcred the American woik- 
crx— before it was repealed!
The Medical Savings Account brings that 

idea bark. It embodies the much-hallyhoocd 
tax cut for the middle class— about which 
we have heard very little lately from our 
elected leaders in Washington. And it pro­
vides each of us with a privnte-scctor solution 
to our nation's mounting health care crisis.
Instead of wailing for the administration 

to produce the "indefinable something" in "n 
way nobody knows how" and "at n lime 
nobody knows when." each of us should tell 
our representatives in Congress now thnt we 
support the Medical Savings Account as the 
most practical method for gelling health care 
spending under control.
Let me conclude hy confiding with you that 

tl>e Speaker of die House I quoted in the begin­
ning of Uiis article— the man wlw so succinctly 
stimmarirrd the Clinton administration’s juTy- 
rigged approach to health care reform— was 
Congressman Thomas B. Reed of Maine, lie 
xervcti in Congress between 1877 and 18991

Donald E. Eoy
MSSNY Executive Vice President
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A proposal for medical savings

The sense of anticipation in the air is palpable. 
The adminstration is gearing up its publicity 
campaign to sell Hillary Rodham Clinton’s 
health care plan, and congressional Demo­
crats trem ble at the thought of having to vote for a new 

round of taxes to pay for it. Meanwhile, the Repub­
licans have been quietly putting together some ideas 
of their own that could come in handy if the Clinton 
plan turns out to be so unwieldy and expensive that it 
sinks under its own weight.

One proposal that holds out a good deal of promise 
is the medical savings account. According to the Na­
tional Center for Policy Analysis, which has been work­
ing with Republican senators and representatives, the 
medical savings account plan would have the virtue of 
cutting costs, simplifying the system and giving con­
sumers more independence in their choice of health 
care. Here is how it would work:

Currently, the average cost of employment-based 
family medical insurance plan runs to $4,500 a year. 
Part of that is paid by the employer and part by the 
employee. Instead of the money going to an insurance 
company as a premium, under this proposal, it would 
be paid into a tax-free medical saving account, to be 
spent on health care at the discretion of the consumer. 
Some people would want to buy into the company plan; 
others might choose a health maintenance organi­
zation (HMO); and others again might want simply to 
buy a catastrophic health-insurance plan, which can 
make a lot of financial sense.

Currently, such catastrophic insurance policies cost 
about $1,500 to $1,700 a year. Catastrophic insurance 
covers most of the costs of hospitalization, which ac­
counts for the majority of the real big-ticket items — 
major surgery, broken limbs, etc. — that people tend 
to worry about. By definition, these plans have a high 
deductib.e — generally $2,500 to $3,000 for the family. 
That may sound like a lot, but it more or less cor­
responds to the amount in the medical saving account 
when the pi emium has been paid.

It is in that $3,000 category that real sav.ngs can 
take place. Insurance companies currently find that 
the vast majority of their claims, over 90 percent, fall 
into this area. It would be up to the individual con­
sum er to spend the money as each sees fit. If the 
money is really yours, then chances are you’d want to 
shop around and compare prices. You would also want 
to make sure you got the best value for your money. 
And you would weigh more carefully whether a visit 
to the doctor is really necessary. An element of com­
petitiveness and accountability would be introduced 
into the system that is currently lacking, which is one 
reason that health care costs are zooming out of sight. 
And, not insignificantly, paperwork for the vast num­
ber of minor expenses currently billed directly from 
the doctor’s office to the insurance company would be 
reduced.

Perhaps the best part for the consumer is that the 
money not spent would stay in the account from year 
to year, earning interest. Few people have health care 
expenses of $3,000 in a year, so most folks would find 
their balances growing. At retirem ent, the final sum 
would be paid out and possibly rolled over into a pen­
sion plan.

But how about thosp who are currently without 
insurance? An element of tax fairness could be intro­
duced by making health care prem ium s tax-deductible 
for the self-employed. In the lower income ranges, a 
refundable tax credit could help pay for insurance, and 
those without incomes could be given health care 
vouchers, much as they are given food stam ps today, 
to pay for catastrophic insurance and out-of-pocket 
expenses. That would take them out of the vastly ex­
pensive Medicare system.

Right now, it does not seem that Mrs. Clinton’s task 
force has much interest in practical and common- 
sense approaches such as this. But when the dust 
settles after the health care battle that will surely 
come, perhaps the medical savings account will look 
like an idea whose time has come.
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It's  n o  m y s t e r y  why our health-care spending has skyrocketed. U nder 
the law, em ployers can deduct the cost o f  health insurance for their em ploy­
ees, hut employees cannot deduct insurance they buy themselves. T h a t m akes 
it cheaper for em ployers to buy insurance than for em ployees to buy their 
own. H ealth-policv analyst E ric-C harles Banfield notes that when federal, 
state and local taxes take 4 0  percent of an employee's income, the w orker 
m ust earn $ 3 3 5 3  to buy a S2 0 0 0  insurance policy.

W h a t’s m ore, since employees pay taxes on their salaries but not on their 
health benefits, they w ant ever m ore generous benefits. T h e  result: Today 
em ployers offer their w orkers extravagant coverage for everything from  
psychological co< nseling to cosmetic surgery. T h a t m akes these services 
appear free and, savs econom ist John G oodm an o f  the N ational C enter for 
Policy Analysis, “As long as m edical care appears to be free, there will be 
an un lim ited  dem and for it, d riv ing up  costs.”

If individuals could deduct the cost o f  health insurance they bought 
themselves, many m ight choose to buy their ow n—especially if not getting 
it at the office m eant they could earn h igher salaries. A nd if they bought 
their ow n. most people w ould choose m ore efficient, h igh-deductible poli­
cies. “ Insurance should be disaster protection for w hen the house burns 
dow n or the young b readw inner dies." w rites Jonathan Kwitnv, au th o r o f  
Acceptable Risfe. “Yet w hen it com es to health, we send for insurance 
accountants and adjusters every tim e we catch cold." T h e  IRS leaves us 
alm ost no choice.



all been rather loose affiliations built on contacts. Corporate 

medicine won't replace that. But as time moves on you'll see 

more and more systems operare as single entities. They will 

provide health networks" (Phil West, 2/23). The bill will come 

before House cmtes. 3/9 (AHL sources).

*7 VIRGINIA: PHYSICIANS DEVISE A CLINTON PLAN ALTERNATIVE

A group of VA doctors proposed an alternative no Pres. 

Clinton's health reform plan 3/5, "that they say would be less 

bureaucratic and more patient-friendly." The proposal, dubbed 

the "American Health Care Plan," would allow people "to put aside 

monthly amounts into a tax-free medical savings account and ... 

buy a high-deductible, catastropnic-coverage health insurance 

policy." The plan was developed by the Jeffersonian Health 

Policy Fdn., an organization founded by the physicians. The 

monthly contribution no the savings account for a family of four 

would be approximately $400 and the proposed deductible would be 

$3,000. JHPF's Joe Elton said the plan is "just like an IRA" —  

any money in an individual's account that is not used for medical 

expenses in a given year will "roll over tc the following year." 

Elton noted that "patients would be paying for their care with 

their own money and they could choose their own doctors and 

treatments." RICHMOND TIMES-DISPATCH notes that "poor people 

would pay what they could afford from their medical savings 

accounts and ... would receive the care they need from physicians 

of their own choosing.' The physicians treating them would be 

paid in tax credits." The group will present the proposal to 

members of Congress in Washington, DC. this month (3/6).
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BILL NC. SB 53

ANALYSIS (Cont.)
Aid to Families- with Dependent Children

This bill will annul regulations intended to reduce the number of 
pregnancies that would be aborted because of the availability of 
payment for that procedure under the General Relief Medical program 
(GRM). Many of the children who would otherwise be born would be 
eligible for certain state funded public assistance services. 
Consequently, this fiscal note relates to the number of children 
that would not be born and the resultant reduction in utilization 
of certain state funded services those children would likely have 
used.

It is assumed that 329 births would be avoided as a result of this 
bill. That number is based on 40% of the total number of abortions 
performed with medical assistance funding during FY 91. Of the
329, it is assumed that 55%, or 181 would have been eligible for
public assistance programs.

Of the 181 eligible for public assistance, it is assumed that 60%, 
or 109 would receive Aid to Families with Dependent Children (AFDC) 
for an average of 6 months during a year; 65 of these children 
would be new additions to existing cases, at a cost of $118 per 
month, and 44 would be first children that bring their parent into 
AFDC as new assistance cases with and average cost of $952 per case 
per month. The FY 94 costs associated with these children are as 
follows:

65 children X $118 per month X 6 months = $ 46,020
44 children X $952 per month X 6 months = $251,328

Total AFDC costs: $297,348

Revenue sources:
50% GF Match: $148,674
50% Federal Receipts: $148,674

For subsequent years it is assumed that the average annual increase 
in AFDC caseload will be 5% per year and that there will be an 
adjustment each year of 3% for increases in the cost of living.

H:\POLICY\HSSPLAN3\AFDC.FN
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BILL NO. SB 53

This bill will annul regulations intended to reduce the number of 
pregnancies that would be aborted because of the availability of 
payment for that procedure under the General Relief Medical program 
(GRM). Many of the affected women would otherwise continue full- 
term pregnancies and would be eligible for certain state funded 
public assistance services as a result. Consequently, this fiscal 
note relates to the number of women who would not continue their 
preganancies and the resultant reduction in utilization of certain 
state funded services those women would likely have used. It is 
assumed that the effect of this bill would be to reduce the number 
of pregant women who would otherwise be eligible for medical 
assistance in proportion to the number of abortions performed.

It is assumed that 329 births would be avoided as a result of this 
bill. That number is based on 40% of che total number of abortions 
performed with medical assistance funding during FY 91. Of the 
329, it is assumed that 55%, or 181 women would have been eligible 
for medical assistance programs for the pregnancy.

The cost of providing birthing and related services on an inpatient 
basis to pregnant women are estimated at $2,508 per pregnancy. For 
the estimated 181 eligible births these costs total $454,000 in FY 
94.

For subsequent years utilization is anticipated to grow at 11% and 
inflation is calculated as 5%.

ANALYSIS (Cont.)
Medical Assistance
Medicaid Facility Component
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BILL NO. SB 53

This bill will annul regulations intended to reduce the number of 
pregnancies that would be aborted because of the availability of 
payment for that procedure under the General Relief Medical program 
(GRM). Many of the children who would otherwise be born would be 
eligible for certain state funded public assistance services. 
Consequently, this fiscal note relates to the number of children 
that would not be born and the resultant reduction in utilization 
of certain state funded services those children would likely have 
used.

It is assumed that 329 births would be avoided as a result of this 
bill. That number is based on 40% of the total number of abortions 
performed with medical assistance funding during FY 91. Of the 
329, it is assumed that 55%, or 181 would have been eligible for 
public assistance programs after childbirth as would the pregnant 
mothers previous to childbirth.

The cost of providing prenatal, postpartum, and other medical 
services to pregnant women and newborns and their parent are 
estimated at 53,836 per pregnancy. For the estimated 181 eligible 
births these costs total $694,400 in FY 94.

For subsequent years there is an assumed 11% utilization increase 
and a 5% inflation cost.

ANALYSIS (Cont.)
Medical Assistance Administration, BRU
Medicaid Non-Facility Component

H:\POUCT\HSSPLAN3\NON-FAC.FN
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BILL NO. S3 53

This bill will annul regulations intended to reduce the number of 
pregnancies that would be aborted because of the availability of 
payment for that procedure under the General Relief Medical program 
(GRM). Many of the children who would otherwise be born would be 
eligible for certain state funded public assistance services. 
Consequently, this fiscal note relates to the number of children 
that would not be born and the resultant reduction in utilization 
of certain state funded services those children would likely have 
used.

It is assumed that 329 births would be avoided as a result of this 
bill. That number is based on 40% of the total number of abortions 
performed with medical assistance funding during FY 91. Of the 
329, it is assumed that 55%, or 181 would have been eligible for 
public assistance programs.

The associated costs with each abortion are estimated to be $880. 
For the estimated 329 abortions the total cost is estimated to be 
$288,700.

For subsequent years there is an assumed 11% utilization increase 
and a 5% inflation cost.

ANALYSIS (Cont.)
Medical Assistahce Administration, BRCJ
General Relief Medical, Component

H:\POLICY\HSSPLAN3VCRM.FN
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The fiscal analysis above is based on avoidance of the projected costs for processing new claims for newborns 
and mothers who will utilize the Medicaid program should this bill pass. Additional information is attached.

This fiscal note is provided to show the estimated cost reductions associated with the proposed legislation. The FY 94 
budget, however, does not include adjustments for these cost reductions. No assumption should be made that 
any actual 'savings* will result from passage of the legislation. The FY 93 impact is shown as 0.0 because there 
was no consideration of the cost of the regulations addressed by the bill within the FY  93 budget.

Prepared by:
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BILL MO. SB 53

This bill will annul regulations intended to reduce the number of 
pregnancies that would be aborted because of the availability of 
payment for that procedure under the General Relief Medical program 
(GRM) . Many of the children who would otherwise be born would be 
eligible for certain state funded public assistance services. 
Consequently, this fiscal note relates to the number of children 
that would not be born and the resultant reduction in utilisation 
of certain state funded services those children would likely have 
used.

It is assumed that 329 births would be avoided as a result of this 
bill. That number is based on 40% of the total number of abortions 
performed with medical assistance funding during FY 91. Of the 
329, it is assumed that 55%, or 181 would have been eligible for 
public assistance programs.

The processing costs associated with each claim are estimated to be 
$6.23. For the 181 births it is assumed that there will be 
approximately 65 claims per birth for prenatal care, childbirth, 
and postpartum care.

For subsequent years there is an assumed 11% utilization increase 
and a 5% inflation cost.

ANALYSIS (Cont.)
Medical Assistance Administration, BRU
Claims Processing, Component

H:\POUCY\HSSPLAjN3\CLAIMS.FN
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3/31/93

BY REPRESENT ATT T  ICOTTOFFERED IN THE HOUSE

TO: CSSB 53(FIN) am (efd fid)

Page 1, line 6, through page 2, line 24:

Delete all material and insen:

"* Section 1. INTENT. The intent of this Act is to annul the changes made by certain 

regulations that were filed with the lieutenant governor in J. • 1993 so that abortions are 

eligible for funding under Medicaid and the general relief medical program to the same extent 

that they were funded under those programs in December 1992.”

Renumber the following bill sections accordingly,

Page 2, line 28:

Delete all material,



A M E N D M E N T
I

OFFERED IN THE HOUSE BY REPRESENTATIVE KOTT

TO: CSSB 53(FIN) am(efd fid)

Page 1, lines 1-4:
After "Act," delete remainder of the title.

Insert "annulling changes made by certain regulations adopted by the Department 
of Health and Social Services relating to funding of abortion services under the general 
relief medical program.

Page 1, line 6, ^Section 1.:
Delete subsection (a).

Page 1, line 14:
After "intent," delete "of sec. 4."

Page 2, line 4 and following:
Delete Sections 2 & 3 of the bill.

Page 2, line 28:
Delete Section 5 of the bill

Renumber remaining parts of the bill as appropriate.



A M E N D M E N T
2- —  W

OFFERED IN THE HOUSE BY REPRESENTATIVE KOTT

TO: CSSB 53(FIN) am(efd fid)

Page 2, line 7:
Delete the period.

Insert "except as provided in subsection (c) of this section."

Page 2, after line 10:
Insert a new subsection (c) to read:

"(c) The amount of state funds expended under this chapter to pay for abortions in 
any fiscal year may not exceed the amount appropriated by the legislature from the 
permanent fund dividend account for the same fiscal year for the purpose of funding 
abortions."

Page 2, line 13:
After AS 47.25.200, delete "or any other provision of law,"

Insert "except as provided in subsection (c) of this section,"

Page 2, after line 24:
Insert a new subsection (c) to read:

"(c) The amount of state funds expended under this chapter to pay for abortions in 
anv fiscal year may not exceed the amount appropriated by the legislature from the 
peimanent fund dividend account for the same fiscal year for the purpose of funding
abortions."

0



A M E N D M E N T

OFFERED IN THE HOUSE BY REPRESENTATIVE KOTT

TO: CSSB 53(FIN) am(efd fld)

Page 2, line 7:
Delete the period.

Insert "except as provided in subsection (c) of this section."

Page 2, after line 10:
Insert a new subsection (c) to read:

"(c) The amount of state funds expended under this chapter to pay for abortions in 
any fiscal year may not exceed the amount held by the Department of Revenue in. the 
Abortion Services account as provided in AS 43.23.026.

Page 2, line 13:
After AS 47.25.200, delete "or any other provision of law,"

Insert "except as provided in subsection (c) of this section,"

Page 2, after line 24:
Insert a new subsection (c) to read:

"(c) The amount of state funds expended under this chapter to pay for abortions in 
any fiscal year may not exceed the amount held by the Department of Revenue in the 
Abortion Services account as provided in AS 43.23.026.

Page 2, after line 28:
Add a new section to the bill to read:

Sec 6. AS 43.23 is amended by adding a new section to read:

Sec. 43.23.026. DIVIDEND CHECK-OFF FOR ABORTION SERVICES. There 
is created in the general fund an Abortion Services account. The Department of 
Revenue shall prepare the permanent fund dividend application to allow applicants 
to designate an amount up to and including the total amount of the current year 
dividend check to be deposited in the Abortion Services account. Permanent fund 
dividend contributions shall be deposited in the Abortion Services account. Funds in 
the Abortion Services account may be appropriated by the legislature to the 
Department of Health and Social Services to fund abortions as provided in AS 
47.07.067 and AS 47.25.197.

Change the bill title to reflect these changes.

d)
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A M E N D M E N T K

OFFERED IN THE HOUSE 

TO: CSSB 53(FIN) am(efd fld)

BY REPRESENTATIVE KOTT

Page 2, line 15:
After "therapeutic" delete "or elective'



7 dp
A M E N D M E N T

OFFERED IN THE HOUSE 

TO: CSSB 53(FIN) am(efd fld)

Page 2, line 6:
After "procedures" insert "or treatments"

Page 2, line 8:
After "procedure" insert "or treatment"

BY REPRESENTATIVE KOTT
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CAP106

5 MINUTE L IM IT

AGENDA «’*»•*
1 SB 53 ANNULLING ABORTION FUNDING REGULATIONS

» a -a F' A R 11CIP A T IN G L I  0 S k # *
# JNU JUNEAU CAPITOL CAP106

KTN KETCHIKAN 352 FRONT STREET
LOCATION STAFF 
LOCATION STAFF

PARTICIPANTS I N : DILLINGHAM 
i MR. JOHN MARX

DLG
OBSV. UNKNOWN

AK ( 9 0 7 ) 0 0 0 - 0 0 0 0
2 MR. DON RENFROE OBSV. UNKNOWN

AND HB210 AK ( 9 0 7 ) 0 0 0 - 0 0 0 0

PARTICIP ANTS IN :  HOMER |_TC HOM
1 DEBORAH GERMANO TSFY. ALL ITEMS

AK <907 )0 00 -0000
2 TOM LA IMG TSFY. ALL ITEMS

AK (9 0 7 ) 0 0 0 - 0 0 0 0
PARTICIPANTS I N : JUNEAU JNU

1 REP. CON BUNDE - - TSFY. SB 53
AK (9 0 7 ) 0 0 0 - 0 0 0 0

2 REP. CYNTHIA TQOHEY TSFY. SB 53
AK ( 9 0 7 ) 0 0 0 - 0 0 0 0

3 REP. PETE KOTT TSFY. SB 53
AK <907 )0 00 -0000

4 REP. AL rfEZ.IY TSFY. SB 53
AK (9 0 7 ) 0 0 0 - 0 0 0 0

5 REP. GARY DAVIS TSFY. SB 53
AK ( 9 0 7 ) 0 0 0 - 0 0 0 0

6 REP. BETTYE DAVIS TSFY. SB 53
AK (9 0 7 ) 0 0 0 - 0 0 0 0

7 REP. TOM BRICE . SFY. SB 53
AK ( 9 0 7 ) 0 0 0 - 0 0 0 0

8 REP. HARLEY OLBERG TSFY. SB 53
AK <907 )0 00 -0 0 00

9 OBSERVER 1 OBSV. SB 53
AK (9 0 7 ) 0 0 0 - 0 0 0 0

1 0 OBSERVER o OBSV. SB 53
' AK ( 9 0 7 ) 0 0 0 - 0 0 0 0

1 1 OBSERVER 3 OBSV. SB 53? AK (9 0 7 ) 0 0 0 - 0 0 0 0
1 2 OBSERVER 4 OBSV. SB 53

AK ( 9 0 7 ) 0 0 0 - 0 0 0 0
1 3 OBSERVER 5 OBSV. SB 53
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ELIMORE JACOBSEN
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WARD COVE
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WARD COVE
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KETCHIKAN
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JOE 
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KETCHIKAN
KETCHIKAN

RTKN/KG i'W 
KETCHIKAN
KETCHIKAN
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AK 99901 <907)225- 91 Jo

i r  t  * i  b  
AK 99901 ( 9 0 7 ) 2 2 5 - 2 4 9 0  

7SFT 
AK 99901

. SB 53“ 
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Rep. Irene Nicholia )(] ___  ___
Rep. Tom Brice ___ ___ ___
Rep. Cynthia Toohey ___ ___ ___
Rep. Con Bunde ___ ___ ___
Rep. Gary Davis ___ ___ ___
Rep. Al Vezey ___ ___ ___
Rep. Pete Kott ___ ___ ___

TOTAL
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M E M O R A N D U M March 30, 1993

SUBJECT: Procedure to be used in a Committee Meeting: Reconsidera­
tion

TO: Representative Pete Kott

FROM: Tam ara Brandt Cook 
Director
Division of Legal Services

You have asked whether a notice of reconsideration may be given as to an action 
taken in committee. The Uniform Rules are silent on this. Traditionally, the 
procedure used in committee meetings has been less formal than the procedure used 
by the fuil legislature. This lack of formality is acceptable under M ason’s M anual. 
Sec. 632:

1. The rules of procedure in the committee are the same as the rules 
of the body insofar as such rules are applicable to committee proce­
dure. But insofar as the conditions permit, the rules limiting debate 
should be relaxed in order to give free discussion and not to handicap 
the work of the committee. The principal rules which are thus not 
enforced in their vigor are the following: That no motions to close or 
limit a debate are allowed, that it is not necessary to arise and address 
the body before making a motion, that the chairman does not rise to 
put a question, that he does not leave the chair to speak or to make 
motions, that motions are not required to be seconded even though this 
requirem ent may still be retained by the body, and that a member may 
speak more than once at the same stage of consideration of a question.

2. There can be no appeal to the presiding officer of the body from 
decisions on points of order made by committee chairmen.

Note that, basically, committees follow the rules applicable to the body as a whole, 
so the rules regarding reconsideration should apply on the committee level.



R epresentative Pete Kott 
M arch 30, 1993 
Page 2

M ason’s M anual also specifically addresses the question of reconsideration in a 
com m ittee.

Sec. 635. Reconsideration by Com m ittee.

1. A standing or special com m ittee has a right to reconsider any action 
taken by it so long as the subject m atter rem ains in the possession of 
the com m ittee.

2. R econsideration in a com m ittee is generally subject to the sam e 
rules cii. in the body. The principal variations are that even w hen there  
is a time limit on the motion to reconsider in the main body a reconsid­
eration can be moved at any time while the m atter still rem ains before 
the com m ittee, and that a reconsideration may be moved by any 
m em ber, even though he was absent when the vote was taken.

It seems clear that a motion to reconsider can be m ade in a com m ittee and th a t the 
Uniform  Rules apply to these m otions to the extent that they can be m ade 
applicable, except that the time limit on m aking the m otion does not apply. The 
Uniform Rules treat reconsideration quite differently from M ason’s M anual, and 
under sec. 461, it appears that M ason’s uses the term s "motion" and "notice of a 
motion to reconsider" interchangeably. Therefore, I believe that the Sec. 635 
provision that a m em ber of a  com m ittee can move to reconsider a vote on a m atter 
at any time while the m atter rem ains before the com m ittee applies to a notice of 
reconsideration. So, notice of reconsideration in a com m ittee can be given a t any 
time. But, as M ason's observes in sec. 461(2), "In practice the right is closely 
restricted in tim e because the motion cannot be m ade after the subject of the vote 
is out of possession of the body."

So, if a vote deals with reporting a bill from com m ittee, notice o f reconsideration 
must be given a t the meeting the vote is taken. O therwise the report may be read 
across and the m atter will have left the possession of the com m ittee.

It must also be rem em bered that, under Uniform Rule 30, reconsideration of a 
motion to am end is not available. If the m atter under consideration is an am end­
ment, a motion to rescind should be used.

TBC:pl 
93-25 l.plm
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Alaska State Legislature

Plata* inter into the record my teatlmony to the jk u s & iz J ls ia s .

committee on

committee name

d h ilk  -
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Today we're not asking you to decide on the legality of abortion. The question Is 
on funding of abortion services under the general relief medical program. Not If 
abortions should be legal - they are guaranteed In the constitution - but If they 
should only be guaranteed to women of high Incomes.

Denying aborrion services to poor women In Alaska Is discrimination. It Is unfair 
for low Income women to be victimized by the governor's personal beliefs which 
violate a women's constitutional right to choose. The regulation as established 
violate right to privacy, equal protection, civil rights and due process which are 
guaranteed In the Alaska constitution. Without passage of SB53 the regulations, 
effective February 19, force poor women to carry pregnancies to term even 
when that Is against their best Interest and that of their families. Rural women, 
Including Ketchikan women, are hit the hardest since they would have to raise 
not only the funds for an abortion but for travel to one of the Tew cities where 
abortions are available.

The governor's new policy would, as the Dept, of Health and Social Services 
admits, cost the state millions of additional dollars In medical and welfare costs.
If state funds are spent on unwanted pregnancies, this reduces the funds avail­
able for needed health care and other services.

I personally believe this Issue does not belong in government. It's a personal 
decision, a very difficult one, that should be made by the woman not by politi­
cians. I'm sure many of you agree. Unfortunately, It has ■ become a political 
issuel. Again, today the decision you have to make Is on funding. I ask you to 
support SB53 that will guarantee this constitutional right to women regardless of 
Income.
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