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Interview Protocol

What do you see are the current trends in accessing health care?

How do you see the current situation of access to health care in Anchorage?
What are the barriers to accessing health care in Anchorage?

What resources do the uninsured have that allow them to access health care?

What improvements would you like to see in the access to health care for the
uninsured?

Who should be involved in solving the problem of providing better access to health
care in anchorage?
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Research Participants Wanted

Are you working more than halftime with no medical coverage? The Anchorage Access
to Health Care Coalition wants to hear about ycur health care access problems and
concerns. Ifyou are interested injoining a small group of people like you for one hour to
discuss these issues, please call 272-6131 (Alaska Primary Care Association). Your ideas
are valuable.
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State of Alaska Senate Health, Education and Social Services
Committee: Subcom mittee on Health Care and W elfare

Testimony Presented at the
Mat-Su Legislative Information Office
November 8-9,2001
By Daniel J. Winkelman, Legal Counsel
Yukon-Kuskokwim Health Corporation

Good afternoon Chair and Subcommittee members. My name is Dan Winkelman,
] am Legal Counsel for the Yukon-Kuskokwim Health Corporation located in Bethel.
Thank you for this opportunity to participate at this Subcommittee meeting, to discuss the
future of our State’s health care and welfare.

YKHC is comprised of 58 federally recognized tribes operating pursuant to
Compact with the federal government under the Indian Self-Determination Education and
Assistance Act. We opeiate the only hospital in Bethel as well as 49 village-based clinics
staffed with community health aide practitioners; and 3 sub-regional clinic’s staffed with
community health aide practitioners, registered nurses and mid-level practitioners.

YKHC urges this Subcommittee, that when considering Medicaid cost-
containment measures for the next fiscal year, to understand that under the Indian Health
Care Improvement Act, the Federal government subsidizes 100% of the cost of providing
medical services to Medicaid-eligible Alaska Native patients through Alaska Native tribe
or tribal health organization facilities.1 Alaska’s Federal Match Percentage, otherwise

known as the Federal Medical Assistance Percentage or “FMAP”, is 100% for health care

services provided to Medicaid-eligible Alaska Native patients. Indeed, when Congress

’See25U.S.C. 1601 el jen.(2001); see also S. REP. NO. 101-508(1990).
21d



enacted this law. the U.S. Senate Select Committee on Indian Affairs stated in its Senate

Report, and 1quote:

Thus, the Federal Government would pay for 100% of the reimbursements
to tribally-owned health facilities for services provided to Medicaid-
eligible Indian patients. This, in turn, would reduce the states’current
share ofMedicaid expenditures to 0%for these samefacilities. Asa
result, Native Americans will have better access to health care services
and will be able to more fully utilize third party resources to which they

are entitled.3

Therefore, 100% of Medicaid costs for Alaska Native patients is 100% Federal pass-
through monies resulting in a Stale Medicaid expenditure of 0%. Accordingly, any
reduction in Medicaid rates proposed by this Subcommittee would be a reduction of
Federal, not Stale monies for Medicaid eligible Alaska Native patients resulting in a
decrease of health care services to Alaska Natives and contrary to Congress’ intent. For

the foregoing reasons, YKHC strongly urges this Subcommittee to not reduce the State’s

Medicaid Program.

Lastly, I would like to invite the Subcommittee to personally tour YKHC and
meet with your rural constituent’s before the Subcommittee proposes health care
legislation that would negatively effect rural Alaska.

Thank you.

3S. Rep. No. 101-508 (emphasis added).
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Wasilla, Alaska

My name is Cynthia Navarrette. l1am the President and CEO ofthe Alaska Native Health

Board (ANHB). ANHB is a statewide non-profit corporation that was established more than 30 years

ago for the purpose of “promoting the spiritual, physical, mental, social and cultural well-being and

prid- of Alaska Native people.” The Board of Directors of ANHB include Alaska Native regional

and village health providers from across the State. In most cases, these organizations are the only

health care providers for their region, serving both Alaska Natives and non-Natives who would

otherwise have virtually no access to health care services.

4
I am going to provide my testimony in lliree parts: 1) An overview of the Alaska Native

Statewide Health Care Delivery System; 2) An overview ofthe funding provided for operating the

programs, functions, services, and activities throughout the health care delivery system; 3) An

overview of Medicaid, and; 4) The effects of IHS Beneficiaries use of the Medicaid Program.
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Overview of The Alaska Native Statewide Health Care Delivery System

The heart of the Alaska Native Health System is the 468 Community Health Aides working in
178 village clinics throughout rural Alaska. The IMS beneficiaries in remote villages do not have
daily access to physician care. They rely on the medical attention of the Health Aide.

There are six regional hospitals operated by the following Native regional organizations...

Maniilag, Inc. located in Kotzebue, Yukon-Kuskokwim Health Corporation located in Bethel,
Norton Sound Health Corporation located in Nome, Bristol Bay Area Health Corporation located in
Dillingham, Arctic Slope Naiive Association located in Barrow, and Southeast Alaska Regional
Health Consortium located in Sitka.

The Alaska Native Health Care Delivery System consists of both consortiums and
individually operated service units. A typical consortium infrastructure includes village clinics,
possibly several sub-regional clinics, and a regional hospital. The rural health organizations typically
serve areas as sole community providers. They may also serve the entire population, regardless of
race.

The Alaska Native Medical Center (ANMC) is located in Anchorage and provides essential
tertiary care, acute care and specific statewide health sendees for all Indian Health Service
beneficiaries. The Alaska Native Tribal Health Consortium and Southcentral Foundation jointly
manage the facilities that provide the full continuum of care within the Alaska Native Health
Campus.

The AK Native Health System reflects levels of care available within the village, the regional
hospitals, and the Alaska Native Medical Center (ANMC), located in Anchorage. The Medivac is
essential to receive the next step up of care from the village to the regional hospital. If the case is

deemed serious enough, a Mcdivac can be directed from the village straight to ANMC. There are



Medivac call-outs from Regional Hospitals to ANMC, and also from ANMC to more specialized
hospitals in the lower-48.
Overview Of Funding

With the construction of the new Alaska Native Medical Center and the Primary Care Center,
there is a perception that Alaska Native Health Services are amply funded. The reality is that the
system is significantly under-funded. Indian people have long experienced disproportionately low
health status and a large gap in health care resources compared to other Americans. Recently,
Congress requested a health status and resource deficiency report for each Indian tribe or service unit.
The IHS charged a Level of Need Funded (LNF) Workgroup to develop the necessary methodology.
This report, published April 2001, states that Alaska is only funded at 61% of the total need compared
to the Federal Employee Health Benefits Package. It is important to know that the MedLaid
reimbursement funding is included in this percentage.

Overview of Medicaid

The Medicaid Program is not out of control. It is a large cost in every State, second only to
Public Schools. To save the Alaska Legislature money by reducing the Medicaid Program would
actively hann people receiving care - either by eliminating services for adults, or cutting
reimbursement to providers, which will reduce access. Medicaid provides insurance to individuals
and families that have no other access to health care services. Reducing the program would be a huge
detriment to the health of Alaskan citizens.

Additionally, there is the economic impact that would be imposed on private health care
providers to consider. 17% ofthe employees within the private sector are funded due to the Medicaid

Program. Realistically, Medicaid within the State of Alaska is not a comparatively generous



program. Other States in our nation provide more services and that should be the direction in which
the Alaska Legislature heads as well.
The Effects of IHS Beneficiaries Use of the Medicaid Program

1HS Beneficiaries are a large user of the Medicaid Program. However, the fiscal reality this
imposes on the Medicaid Program is not what one would think. The State of Alaska receives 100%
reimbursement from the Federal Government for IHS Beneficiaries that utilize Medicaid. This
results in broader user access to a non-IHS Beneficiary population. Additionally, the IHS Beneficiary
who utilizes the Medicaid Program actually has a positive impact on our States economy. The
federally reimbursed dollars create jobs in the private health carc sector that may not be otherwise
available.

The Alaska Native Health Care Delivery System encourages the Alaska State Legislature not

to cut the Medicaid Program and lower the wellness of Alaskans for the benefit of fiscal conservation.

Page 4 of4
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Alaska Mental Health Board

Talking Points
Senaté HE SS Subcommittee on Health Care and Welfare

November 2001

Welfare
Programs such as the Alaska Temporary Assistance Program, Adult Public Assistance,

and General Relief provide basic support for many Alaskans, helping them to meet

fundamental expenses such as food, shelter, clothing, and transportation. Whether

transitional or long-term in nature, these programs allow participants to live as

independently as possible and with dignity in their community of choice. These programs

also help Alaskans avoid homelessness and minimize higher cost, more restrictive

settings, including hospitalization, nursing home placement, and incarceration. As the

subcommittee reviews these programs, the AMHB requests that it keep in mind the

following principles:

¢ All Alaskans have the basic human need to achieve and maintain the highest possible
level of independence.

¢ The State has a responsibility to address the basic human needs of individuals who do
not have other means to meet those needs on either a short or long-term basis.

¢ Support levels should to be sufficient to allow individuals to live with dignity in the
community.

¢ Support levels i* .J be consistent and predictable to provide stability for individuals
as well as for the service providers.

¢ Programs should be readily accessible to eligible applicants.

¢ All eligible individuals should  treated on a fair and equitable basis.

¢ Programs should be flexible enough to respond to the evolving needs of recipients
and should not impose unnecessary and rigid barriers to support and community
integration.

¢ Programs and services should be managed to promote efficiency and maximize
resources.

. Review of these programs should be conducted in a thoughtful manner. At a minimum,

this process should include the following features:

¢ No changes should be made that negatively impact the ability of participants to meet
basic living needs.

¢ Review ofthese programs should be on a progiam-by-program basis.

¢ No major changes should be made without meaningful input from program recipients.

¢ Any review or revision of a program must consider the full impact of the program and
any proposed changes on recipients. The impact of reductions to other programs and
services (grant programs, revenue sharing, etc.) on the ability of Alaskans to meet
basic life needs must also be carefully considered.



AMHB Talking Points

Health Care
Review of health care programs, such as Medicaid and other publicly funded health care

programs, aimed at cost containment, access, and coverage is appropriate and necessary
periodically. The review should involve a broad group of those affected by possible
changes, including the Alaskans these programs directly serve. Some points to consider:
¢ The subcommittee has limited time to address a number of complex issues.
¢ Access to health care should be carefully considered. Publicly funded programs
represent the only source of health care for many Alaskans, providing vital services
unavailable elsewhere. Private insurance has historically provided ’mited and lesser
coverage for persons with mental illness (and substance abuse disc aers) compared to
coverage for other health conditions. The U.S. Senate iecently passed a
comprehensive mental health parity measure that, if it becomes law, will help reduce
reliance on Medicaid and other forms of public assistance (many with mental
illnesses would work if their illnesses were covered by private insurance).
¢ Public health care and welfare costs represent a relatively small portion of the State’s
direct budget costs and attract significant amounts of matching Federal funds. Our
rough estimate is that State General Fund expenditures for health care and welfare
totals about 7% of all FY 2002 State expenditures (including the Pennanent Fund).
¢ The U. S. Surgeon General’s 1:99 report on Mental Health and subsequent
supplements assessed the nation’s response to mental illness and called for positive,
proactive engagement. We urge that the Legislature to take leadership in addressing
mental health issues:
S Mental health and physical health are inseparable.
S Mental disorders are real health conditions that can be disabling—more years of
life are lost to mental illness in our society than all forms of cancer combined.
S Mental health treatment works! Many forms of treatment now effectively address
the symptoms of mental illness with fewer ill affects.
S Up to 50% of those with severe mental illnesses do not seek treatment as
consequence of stigma - fear, stereotyping, and discrimination.
We must increase efforts to reduce and eliminate barriers to effective treatment of
mental illness by eradicating stigma, educating others and ourselves about mental
illness, and ensuring that mental health services are available when and where people

need them.
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OUR PRINCIPLES
7Xro tnleranre lor fraud mAmerica's hospitals and health systems arc rooted in o tradition ofeibiis and caring

We re commiTted to preventing, uncovering, and eliminating health ore fund and abuse. Hospitals acioss the ration
are voluntarily adopting plans to ensure compliance; with complex and confusing Medicaid laws and regulations

However, Medicaid billing errors often result from confusing and conflicting regulations and instruction* that are
pan of the Medicare reimbursement system. These are not intentional sets. Yet some would have you believe that
mistakes and b aud are the same.

Providers who make billing mistakes diet attempting to comply with the complicated and frequently changing rules
of Medicaid payment should be heated in £ fair, equitable and civil manner and giamed appropriate due process
debts —rights that are guaranteed to all Americans

Compliance - The AHA ~omd of ‘Jrosters recently issued a statement urging all hospitals and health systems to
voluntary adopt regulatory compliance programs *'as a way to minimize errors in conforming to highly technical and
complicated rules,” and urged hospitals and health systemsto "develop and implement or strengthen a formal
mmrlience program to ensure that regulations arc accurately followed *

P. SOLUTION

1o solve this problem, we need to return to the partnership we once had with the government. By rebuilding this
partnership, > can go a long way towaid ensuring compliance and fairness.

We would propose:

* imposing a "de minimus" standard. Under die standard as defined by the Amer.can Institute of Certified
Public Accountants, Medicaid overpayments to providers of less then a specified percentage would result in
penalties of no more than the amount of the claim plus (merest.

» establishing a "S3fe iiarbor" for hospitals that submit a claim based on advice given by fiscal iutrnncdir«ie.s
and carriers. Such hospitals would be subject to tines limited to actual damages ind interest.

» raising the burden of litoof from a "preponderance of the evidence™ standard to n*dear and convincing
evidence" standard.

» establishing a "safe harbor" for hospitals that have adopted effective, good-laith compliance plan* in which
they me, if found in violation, subject only to actual damages plus interest

Rebuilding the hospital/government partnership - Hospitals tnd health systems want a new partnership with the
Stale. Working together, we can do utcre to prevent hospital billing errors, and ro prevent government over-reaching
as it tnos to account for those enors

Thi; AHA is-willing to help find other ways in which the State got eminent can make the billing system more
workable. Wc have proposed a "best practices™ process. Under this process, llm AHA would identify vague laws,
regulations, earner instructions, etc., and go to the State with our best view on hcawthey can be implemented. The
Stale in turn would consider the problem anii our su.uncMions. end get bark to us with proper guidances. Through this
process, disputes related to interpretation of laws, or irdividuM concerns, could be solved without antagonism.

In addition, we have talked to the Attorney General's office about n inueh.vilsm that would give us an “early
warning" about potential areas of cor.ocm. We respectfully disagree with the Attorney General's office that nur
members have received reasonable notice of problems in the pah.

Also, we need to look at a dispute resolution system that could remove sc-rc of the adversarial relationship between
the government and the hospital fidd. If wc can develop an administiaiive mechanism to resolve disputes over both
broad policies and specific disagreements, we can diffuse a potentially volatile situation

A; aminimum, we need to return to a system in which [the Alaska Medicaidpayment authority] exercises its
authority to review and discuss billing disputes with hospitals. Only after the failure of those efforts should Attorney
General's office become involved.

V develop clear and objective standards that riifferentiute between a regulatory overpayment and o
civil/criminal fraud and publish those standards so that the AHA may advise its members on the standards,



The DQJ needs to Speak clearly and precisely to retain its enforcement credibility, which is now at risk as it
tiies to stretch its enforcement resources with collection efforts of this sort.

V' develop a self-disclosure program for regulatory overpayments that cncour.ipes compliance and not fear of
unreasonable claims of penalties anil damages, and would not require payment of penalties beyond standard
intcrerst penalties absent specific evidence of Iruud or reckless disregard ol overtoiling.

develop n"'safe harbor” treatment for hospital overpayments that occur as a result of inaccurate or
incomplete fiscal intcrmediary/canier instuctmns.

CONCLUSION

We understand and agree with the government's determination to investigate and punish those who would abuse the
system.

But the government is doing the right thing in the wrong way.

The overwhelming majority of Alaska's hospitals and health systems work hard to comply with the mountain of
rules and regulations that govern Medicaid payment. When a mistake is made, it should not he treated as fraud. It
should be treated as Smistake.

Through a rebuilding of the health care field's partnership with the pen crmnent, we can make ihings fair again -- for
hospitals and health systems and the people thev serve, and for the government as well.

\lote; based on "Testimony of the American Hospital Association before the Subcommittee on Immigration and
Claims of die Committee on the United States llou.se of Representatives or. Health C8rc Initiatives Under the
false Claims Act which Impact Hospitals April 2b, 1998" delivered by Gordon Sprenger

ht;pt/rww\v.nlia.orp/nr/testimonv/tcst9S0428a.iisp
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.Senator (jrccn,

| would like to take this opportunity to speak to the issue of £)enali Kke\ddare. | was
introduced to the £)enali Kjd d arc program through a personal heartbreak. My son
attempted suicide through cutting his wrists and forearms. /\fter a series of events J
eventually had to place himin f rovidence Mospital’s Adolescent Mental ) jealthi (Jnit. A&er
i 2 days of treatment, medication and counseling it was their recommendation that he be

placed ina long-term residential treatment program.

We. are a family of 5, my husbands health care program through his employer does not
p-rovide for residential treatment. Jwas consumed by panic. Mow could ] bring my son home
under his current frame of mind? Mow do you explain his actions to my other 2 daughters, of 6
and 4 years of age? Jt was impossible to fund something of this magnitude on my husband’s
salary and fall ultimately into bankruptcy. |f | brought him home would | wake up one morning

to find himdead in his bed? O r maybe even one of his sisters finds him that way.

Why wasn’t the birth of my son followed by an owner’s manual that would allow me to prepare
for something so tragic that even foreknowledge coulc! not ease or truly prepare you for? Mm
thoughts were my adversary, my terrorist within. (Jntil the staff caring lor my son at
f*rovidence introduced me to £)enali Kjd dare. | had never considered this as an option for
our family because my husband carried insurance through his employerfor us, however
because of my son’s situation and other factors he cjualified for this coverage. Mc bas been in
a residential facility in (Jtah for 1-t months, as there were no facilities available for him in
Alaska. Aher nearly 8 months of complete indescribable tormentand anguish, for myselfas
well as him, the wonderful person Jknew he could be, is emerging. |t is unimaginable what our

lives would be like today had fPenali Kjd d are n°t been there for us.

N.espectfulk
i

ncejEr’
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DENALI COMMISSION HEALTH CARE STEERING COMMITTEE
Rccommendalions for Restructuring
Oclober 11, 2001

Hie Dc ammission Health Care Steering Committee was formalized by action of the Commission in
the Septv < *er 14. 2000 quaitcrly meeting. Prior to being formalized, the Steering Committee was
established on an ad-hoc basis to assLI the Commission in completing a statewide needs assessment and
prioritization process for primary health care facilities.

Over (he past year the formalized Steering Committee has been instrumental in helping the Commission to
get the Health Care Program into operation. Now that the Program is in the operational phase, we believe it
is lime to sharpen the focus of the Steering Committee and to refine the Committee organization to best
achieve the defined purposes.

Steering Committee Functions:
1. Provide general policy advice to the Commission
2. Provide advice on funding guidelines and funding allocations
3. Establish objectives for outreach and constituent input and actively facilitate both
4. Provide advice on approaches necessary to ensure sustainability of facilities and services
5. Provide direction regarding assessment and training needs relative to health care delivery and
facility issues

Current make-up of the Steering Committee:
1 Director of Department of Health and Social Services Division of Public Health (DHSS-DPH)
serves as chairperson
2. Representative of Alaska Native Tribal Health Consortium (ANTI 1C)
3. Representative of Indian Health Services (HIS)
4. Representative of 'JSDA Rural Development Agency (USDA-RD)
5. Representative of Alaska Mental Health Trust (AMHT)
6. Representative of Alaska Center for RuralHealth
7. Representative of Alaska Primary Care Association (APCA)
8. Representative of the DHSS-DPH
9. Rcpresentativ.  mthe Denali Commission

I foposcd restructuring of Steering Committee:
Chairperson would remain the same
ANTHC - representative would be the President or board member
IHS - representative would be Deputy Director and Chief Medical Officer
AMHT- representative would be the Executive Director
University of Alaska - Vice President for Health and SocialServices
APCA - representative would be the Executive Director
Alaska Native Health Board (ANH?®) - represented by the Executive Director or board member

N O WD

Proposed sub-committcc for funding agencies:
1. USDA-RD
2. Housing and Urban Development
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Alaska Division of Insurance
Presentation to the
Senate Health Education aod Social Sendees Committee
Subcommittee on Health Care and Welfare

Who is writing health Insurance in Alaska?

o Self-funded employer plans (i.e. most large employer plans) are preempted under
federal law from state regulation and therefore f i Alaska Division of Insurance is
not able to collect information on these plans

e There is not a competitive health insurance market in Alaska

* Results of the Division's 2000 health insurance survey indicate that
* i insurer (Blue Cross) writes almost 90% of individual health insurance in Alaska

and 1 other insurer (Mutual of Omaha) writes' about 9%
e 3insurers (Blue Cross, Principal and Aetna) write over 85% of the small
employer health insurance in Alaska

* Very limited choice of insurers and health plans

W hat are the barriers to insurers writing health insurance in Alaska?

» Small remote population: small base over which tp spread administrative costs
making it difficult to be competitive and make nidney

» Alaska’s health insurance market represents less tiian .2% of the indemnity market in
the U.S. i

» Difficult to establish relationships and contracts with health care providers making
the cost of health care even more expensive and more risky for insurers to write in
Alaska ]

e On anational level and in Alaska insurers are pulling out of the individual and small

group markets because they are not profitable for the them
<

W hat arc the barriers to the purchase of health insurance by Alaskan’s?

» Alaskans with health conditions are guaranteed coverage through the CHIA however
many are not able to afford the premiums

» Healthy Alaskans would be able to purchase coverage in the standard market however
their choices are limited to basically two insurers and many are not able to afford the
premiums <

m Cost of individual and small employer health insurance is high. Individual and Small
employer premiums are high due to the high cost of health care, higher risk nature of
the individuals insured (smaller pool and anti-seleciion) and administrative costs for
both the insurer and the small employer. Therefore?, many small employers can not
afford to cover even a portion of the premium.

« COST j

1

W hat can the statu do to decrease the number of uninsured Alaskans?

m According to the latest US Census Bureausurvey data the number of uninsured in
Alaska is growing (at 19% in 2000) ]

» Lack ofaffordability appears to be thereason \

« Direct or indirect premium subsidies or assistance pfogTams

» CreQto a pool for lower income individuals and small employers currently without
insurance and subsidize premiums or provide fund,: I : cover excess losses of the pool
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DENALI COMMISSION HEALTH CAKE STEERING COMMITTEE
Recommendations for Restructuring
October 11,2001

The Denali Commission llenllh Care Steering Committee was formalized by action of the Commission in
the September It. 2000 quarterly meeting. Prior to being formalized, the Steering Committee w;l
established on an ad-hoc basis to assist the Commission in completing a statewide needs assessment and
prioritization process for primary health care facilities.

Over the past year the formalized Steering Committee has been instrumental in helping the Commission to
gel the Health Care Program into operation. Now that the Program is in the operational phase, we believe it
is time to sharpen the focus of the Steering Committee and to refine the Committee organization to best
achieve the defined purposes.

Steering Committee Functions:

1

Provide general policy advice to the Commission

Provide advice on funding guidelines and funding allocations

Establish objectives for outreach and constituent input and actively facilitate both

Provide advice on approaches necessary to ensure sustainability of facilities and services
Provide direction regarding assessment anil training needs relative to health care delivery and
facility issues

Current make-up of the .Steering Committee:

1

CoNoTmawN

Director of Department or Health and Social Services Division of Public Health (DHSS-DPH)
serves as chairperson

Representative of Alaska Native Tribal Health Consortium (AN'IUC)

Representative of Indian llcaith Services (HIS)

Representative of USDA Rural Development Agency (USDA-RD)

Representative of Alaska Mental Health Trust (AMHT)

Representative of Alaska Center for Rural Health

Representative of Alaska Primary Care Assoc ation (APCA)

Representative of the DHSS-DPH

Representative of the Denali Commission

Proposed restructuring of Steering Committee:

1

NogabkownN

Chairperson would remain the same
ANTHC - representative would be the President or board member
IHS - representative would be Deputy Director and Chief Medical Officer
AMHT- representative would be the Executive Director
University of Alaska - Vice President for Health and Social Services
APCA - representative would be the Executive Director
Alaska Native Health Board (ANHB) - represented by the Executive Director or board member

Proposed sub-comniiltcc for funding agencies:

1
2.

USDA-RD
Housing and Urban Development
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3 ms

o Stale of Alaska

3. murn

6. Other organizations at discretion of Committee Chairperson

Rationale for restructuring:

The intent is to reorganize the Steering Committee so it is able to accomplish its purposes more effectively
and expeditiously. Subcommittees, both standing and ad-hoc. established at the discretion of the
chairperson, would support the restructured committee in dealing with technical and procedural issues. (At
this point it is clear that a funding agency subcommittee is needed to assist in the allocation and integration
of the various funding streams and preliminary discussions are underway regarding a data committee.) The
Steering Committee can then focus on providing policy level advice and reviewing and acting on
recommendations from the subcommittees. The proposed make up of the new Committee reflects this
policy level focus.

The proposal to include the University of Alaska Vice President for Health and Social Services will allow
us to continue to lap the input of the Alaska Center for Rural Health, which is a unit of the University of
Alaska, as well as other expertise contained within the University system, by having this representative of
the University President.

We believe that USDA-RD can serve best as a member of the funding agencies subcommittee, and may be
utilized in other subcommittees as appropriate.

The DHSS-DPH and Denali Commission will continue to provide staff support to Steering Committee.
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Alaska Division of Insurance
Presentation to the

Senate Health Education and Sociajl Services Committee
Subcoujujmee on Health Care and Welfare

Who is writing health insurance in Alaska?

» Self-funded employer plans (i.e. most large employer plans) are preempted under
federal law from state regulation and therefore f;| : Alaska Division of Insurance is
not able to collect information on these plans

» There is not a competitive health insurance market in Alaska

» Results of the Division's 2000 health insurance survey indicate that
e linsurer (Blue Cross) writes almost 90% of individual health insurance in Alaska

and 1other insurer (Mutual of Omaha) writes'about 9%
m 3 insurers (Blue Cross, Principal and Aetna) write over 85% of the small
employer health insurance in Alaska

* Very limited choice of insurers and health plans

W hat are the barriers ;o insurers writing health inlsurance in Alaska?

« Small remote population: small base over which tb spread administrative costs
making it difficult to be competitive and make mdney

» Alaska’s health insurance market represents less than .2% of the indemnity market in
the U.S. i

 Difficult to establish relationships and contracts with health care providers making
the cost of health care even more expensive and more risky for insurers to write in
Alaska |

e On anational level and in Alaska insurers are pulling out of the individual and small
group markets because they ore not profitable for the them

W hat arc the barriers to the purchase of health insurance by Alaskan’s?

« Alaskans with health conditions are guaranteed coverage throughthe CHIA however
many are not able to afford the premiums

» Healthy Alaskans would be able to purchase coverage in the standard market however
their choices are limited to basically two insurers and many are not able to afford the
premiums j

e Cost of individual and small employer health insurance is high. Individual and Small
employer premiums are high due to the high cost of health care, higher risk nature of
the individuals insured (smaller pool and anti-seleciion) and administrative costs for
both the insurer and the small employer. Therefore/,, many small employers can not
afford to cover even a portion of the premium.

» COST \

]

W hat can the state do to decrease the number of uninsured Alaskans?

* According to the latest US Census Bureau survey data the number of uninsured in
Alaska is growing (at 19% in 2000) ;

» Lack ofaffordability appears to be the reason i

« Direct or indirect premium subsidies or assistance pfogiams

» Creato a pool for lower income individuals and small employers currently without
insurance and subsidize premiums or provide fund.: \ : cover excess losses of the pool

]



NOV-09-01 FRI 11:11 AM FBX LEGIS INFORMATION Flix NO 9074563346 P. 0?

Hie RighC Way to Repiace Welfare

By Marvin Olasky

Policy Review j
March-April 1996, Number 76

Over ihe p:tsi few decades, government welfare piognuns have been designed to lift the burden of
caring lor (lie poor from ordinary people, by allowing them to write a check to pay the professionals who
would solve problems. It is time for government to reassert a liealihy pressure on the American people:
Congress should phase out fcdcral-nssistancc programs and push stales to develop ways for individuals and
community-based groups to take over poverty-fighting responsibility.

Our predecessors understood the Constitution's charge to provide for the common defense but to
promote the general welfare -- by ensuring an environin'—' * lich individual and community action
could flourish. When, for example, Congress in 1854 passed a bill for federal construction and
maintenance of mental hospitals, President Franklin Pierce vetoed the bill. “Should this bill become law,
that Congress is to make provision for such objects, the foundations or charily will be dried up at home,"
ho said.

Pierce's veto was sustained. His concern about “dried up*’ charity was typical of the era: Municipal
aid to the. poor could dry up private charity; slate relief could diy up city aid; federal programs could dry lip
slate efforts. Hardly the way to promote the general welfare.

Mill the mood of that era - not to mention the Constitutional vision for addressing social needs --
has been lost. The concept of the modern welfare state placed responsibility for Fighting poverty not at the
lowest level but the highest, National entitlement programs came to dominate the social-serviecs scene.
The reversal of Pierce’s doctrine was so complete that even conservatives in the 1980s, who favored
reducing the growth or welfare programs, still talked of the importance of maintaining n federal safety net.
They did not understand that the federal safely net was not only inefficient, but conceptually mistaken.

Whaty Criticize the safely net itself? Yes. When J took my children to the circus recently, 1realized
how infreijiHMilly the Ringling Brothers safety net is used. For ijn acrobat, n fall to the safety net is a
failure; if lie falls stunt after stunt, lie will be fired. Most people during the Depression had the psychology
of the acrobat: The newly installed federal safely net was to be used only when the choice was between it
and a hole in the ground. Hut over time, as attitudes soften ..Ciuire programs expanded, that desire
to avoid using the safety net was often lost, The desligniatizing-of welfare in the 1960s meant that the
acrobats no longer needed to strain for iliosc extra inches, because the audience would still applaud even if
they fell into the safety net every lime.

What America needs is not a safety net but a vast variety 'of small trampolines, suited to individual
needs, movable so as to be present for individual crises, and providing a level nf bounce Fitted to the skill
level and psychology of the individuals they are designed to save. Government's role under such a plan is
clear: Get rid oJ constraints on the construction and movement of trampolines, and -- if it docs not appear
that enough trampolines will be produced —provided incentive? to get more. In that way, government can
«'s¢"mnio the general welfare.

What would this mean in terms of practical policy? Nothing Short of a revolutionary proposal; Wc
must place in the hands of suite officials nil decisions about welfare and the financing of it, and then press

* WU~ WEHtitiv-- rirticy keviov—MIr-A, lleiilnur hnp:/ Ay policyrfviow.ol ZnmrdWdilniky i
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them to pm welfare entirely in the hands of church- ai = 1 "i'v- based organizations.
I

Under this radically dcceniralisi proposal, Congress would acknowledge that even the block-grunt
euiiccpt violates common sense - far better to leave the, money in the stales in the first place. Congress
would acknowledge that block grants reduce accountability, mr the goal of block grants is to fire state
governments 1Vom centralized control, but it also lends to free them from taxpayer control because the
funds are viewed as “free money” blown in from Washington! Congress would acknowledge that block
grants tend 10 breed .scandal; without real accountability to either the national capital or the state’s
citizenry, funds are wasted and pressure mounts lor Congressto attach not just strings but ropes to hold the
sides of the box together.

In this scenario, a bold Congress, pushed hard by the newcomers of 1994 and 1996, would not fall
into the same old trap and reccniralize. Instead, Congress would pass, effective at the end of the
block-grani era, I massive tax cut, with federal taxes decreasing by the amount no longer block-granted. (A
sides benefit: If Congress moves toward aflat tax, the lax rale could be set lower than is currently
anticipated.)

States would then use their own taxing authorities to implement new programs, or duplicate the old
ones if they choose to do so. 11a new Congress were to make that decision in )997, states would have four
years to plan for the post-federal welfare era. They could tax residents adequate amounts to care for the
poor, but provide incentives for citizens to contribute sizable amounts of time or money to local
poverty-fighting chat ities by providing exemptions to the ...

It is not us if a dollar-lor-dollar replacement for the S350jbillion annual cost (in 1994) of federal and
stale welfare spending (70 percent of it coming from Washington) is necessary: We know that much
money is wasted and worse than wasted, actually causes harm.!Ycl, if more trampolines arc needed, we
should not be opposed theoretically to governments, once theyjhavc worked to reduce barriers, also
working to promote the general welfare.

The best way for legislatures to do this would be 10 olTer'thc average taxpayer a deal as follows:
"Come the year 2001, under the Welfare Replacement Act of !|)97, your federal lax burden will be
«'litteed by an average oF $3,000. We certainly do not want to Ire accused of being cruel or mean-spirited
so wc will raise state taxes by an average of $2,500. However, We also want to promote personal
involvement with community-based organizations that offer effective compassion to the poor, and if you
provide to such an organization a combination of money mid tifne totaling at least $3,000 -- thus leaving
the quantity of societal commitment to the poor unchanged - ylm will be exempt from the new tax.”

This would obviously represent a sweeping change from |hc current system. Now, taxpayers who
itemize, can deduct from their taxable income the contributions ilicy make to a wide range of religious,
charitable, and educational organizations, at their marginal tax rate, (the lowest is 15 percent, the highest is
39.6 percent). This is helpful, but not good enough, and movement toward a flat tax might eliminate that
deduction anyway. Under the new system proposed here, states would push taxpayers in a massive way to
become involved with groups that provide, direct social service* >me poor, and offer exemption from
taxation for such purposes to those who were helping others in lheir own way.

At least 11 critical questions about such a revolutionary departure from current practico immediately

arise: ]

0 : What percentage oj taxpayers would choose to support local charities and thereby pain exemption’(
Thai is very difficult to predict, but with four years of preparation il is likely that many would, resulting in
1

I
i 10/20/013:37 PM
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il tremendous boost to nonprofit finances nntl a large incieasc'of c.iii7.cn involvement. Those who did not
becomo involved would pay the new tax, nnd states could use' that fund to pay for any missing trampolines.

Q{ Wonhi church-based and community-based organautiobs be ready to expand or replicate
themselves in order to moke use oj their new resources in a new century? They would have time to
prepare, and the encouragement of a new system won):'>” | | the "compassion fatigue" that has built
tip over the years. 1

Q : Would acceptance of exemption-creating contributionsforce poverty-fighting charities to accept
governmental control? At the moment, charitable organizations that seek government grants come under
government oversight; some church-related programs have gained financially but lost their souls in the
process. Even nonrcligious charities accepting public funds have been forced to treat all of their clients
bureaucratically, within the parameters set by law and regulation, rather than dealing with each human
being on an individual basis.

The advent of "new tax" exemptions would not automatically free up religious groups and other
community-bused institutions to participate as equals in ihc social services sector. Despite precedents set
by Hie (71 Mill and other programs that allowed consumer choice, the ACf.U would not he amused by the
removal ol secular liberalism from its established, privileged pjlace.

Still, the offer of an exemption (signifying a right not tojpay because of other services rendered) is as
clear a hands-off statement as a legislature ran make. Exemptions offer a greater degree of protection than
deductions, credits, or especially vouchers, since Ihc latter requires government not only to overlook
revenue but to send out checks. A political coalition strong enough to obtain tax exemptions should he
strong enough to keep them from being abused by antireligious zealots.

!

Q : Wouldn't some exemptionsfrom taxation goforfunds sent to phony, needless, or simply ineffective
projects? Wouldn't these cases ke. cited by partisans of the. welfare state as reasonsfor opposing the
exemption system? Certainly, and those cases would make an impact on people who are startled to find
that sonic among their fellow human beings are foolish, incompetent, or gullible.

Markets work not because everyone exercises perfect judgment, but because, on balance, most
people make good judgments most of the nine, liven with all th'c anticipated human error, a charitable
sector in which the funds arc allocated by individual private decisions is likely to be less wasteful than the
current system. Besides, with mom resources at stake, more cuwful analysis of charitable effectiveness is
"'evdy 10 become common. Publications that examine charities the. way a Consumer Reports examines
products would emerge.

i
Q : Wouldn't acceptance of volunteer time as pari of the exemption-creating contribution open the
door tofraud? It is true that proof regarding the giving of money tends to be clearer than that concerning
time, the valuation of which can be complicated. Still, emphasis on the crucial meaning of compassion --
suffering with - is vital, and a plan that provides incentives for contribution of money but not lime is

incomplete. i

Many groups already keep records of volunteer hours, so bookkeeping would not be an
insurmountable problem. Corruption could be kept to a o ' :-cping the general crcd* for
exemption purposes at the level of the minimum wage —enough to provide- n bit of compensation for work
time lost nnd to signify societal commitment to compassionate action, but not enough to promote

10/29/00.1:371'M



N6V'09-01 FRI 11:12 AH FBX LEGIS INFCRVIATION FAX'NO, 9074563346 R B
. Sinu» " Twill) mV|V» * VO—JIC[1]l}gC iiilp.V/www.policyivview.or*/iiiirDW olaKky hliiil

widespread cheating.

Q : What would happen to health carefor thepoor? Medic;iid is the single biggest element of current
federal mul stale welfare expense; of the $324 billion Ihat fee and stale agencies spent on welfare in
1903, S132 billion went for that one program. And yet, many cities have free or sharply-rcduccd-pricc

clinics where some dedicated doctors and nurses volunteer tin ir lime, What can governments do to help

such organizations?

In Jackson, Mississippi, the Voice of Calvary Family Hi*allh Center sees about 8.000 patients each
year, and would like to expand ils operations or start other clinics like il. Center director Lee Harper
contrasts her clinic wilh higher-budgeted state operations «>»''«"""hides, “When you have more money,
you lend (0 wasie more.” Still, she needs more funds. Job oncj However, is petting more hours from
volunteer doctors, dentists, and nurses. "If wc get ihc health professionals, we’ll get the money.”

Such an urgent need translates into a specific proposal tnai could be implemented at ihc federal level
in lieu of all the macro-reform proposals of ihc 1990s: Give mrdieul professionals lax credits for hours
rcgulaily worked at clinics. If a typical doctor, dentist, or ntirsi} worked one day every two weeks at a clinic
or in nsimilar way spent lime to provide health care 10 poor individuals, billions of dollars in medical
expenses could be saved. Participating health personnel, in reijirn, could receive a lax credit equivalent to
10 percent of their salaries. Such a credit could he. the cornerstone of the personal alternative to
bureaucratic health-care plans that are rightly regarded wilh skepticism.

Q : Why substitute a state tux (with exemptions)for afederal one? Why not simply reduce taxes and
allow individuals to spend the money os they seeJit? Advocates of individual rather Ilian governmental
responsibility have the personal emphasis right, but will a reliance merely 01l individual goodwill and
effort lead to the production of enough trampolines? For those.'who emphasize original sin rather than
natural goodness, there is a middle piound between government and individual: Call it societal
responsibility, within which government requires payment bill leaves to the individual taxpayer how the
money shall be spent.

Qi Will it he possible to restrict tax-exempting contrih'?* m « ¢ organizations that are actually
engaged inJighting poverty audits associated pathologies? 1g some cases the correct category will be
obvious, bui in others careful judgment will be required. For example, it would seem that general
donations 10 a college or a private school should not be used for exemption purposes, but donations to a
college or school scholarship fund tor poor students should be.General donations to a church should not
produce an exemption, but those to the church’s specific poverty-fighting endeavors (an nmi-addiciion
program tor example) should be, General donations 10 a hospital should not; donations to a free or
rcducod-rale clinic for the poor should. t
|

Such categorization would be necessary, even though it amid cut into the individual flexibility that
fUraightlorward tax reduction would allow. No matter how carefully state legislatures define die new lax
category for poverty-lighting organizations, officials would IIflvL to write and apply regulations
implementing the new tax. That authority potentially could alloiv a state agency to exclude organizations
Ihiil it did not favor for ideological theological, or political reasons. Some organizations might change
what they do and the way they do it in order to conform to the regulatory standards.

i
Such a threat does not moan that the new system could ndt work. Jt docs mean that eternal vigilance
will continue to he the price of liberty.

10/29/01 3:37 PM
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Q : Why not rely on pure voluntarism to do what is necessary? The seeds of welfare replacement arc
already planted: if we. wish to move quickly enough to save aigcncration of children during the first dc.cadc
of the 2 1Isi century, those seeds need lots of water. If men wrtki angels, no incentives for goodness would
he necessary, but devolution to the states nnd further devolution through an exemption system is a good
way for human beings to shift resources from the public scctqjr to the private sector. Such it shift would
nrovide a pool of capital for worthy charities to use in replicating themselves and thus replacing the
welfare state. i

The stimulation of voluntarism through tax exemption is an impure tactic, but our predecessors in
this country, with their realistic view of hutnan naiure., were no>above using impure motives to promote
virtue. Colonial settlers who took in a poor person received compensation from the township, and some of
them may occasionally have profited a bit (although that, would be more than made up for by the time they
spent mentoring the needy person). A farm family that adopted an orphan gained u farm hand, though the
economic advantage was outweighed by the lvird task of being new parents to someone who had grown up
under tough conditions.

Qi Why require $3,000 to receive the exemptionfrom payment of $2,500? If some people hesitate to
give (in money or miiiimuin-wagc time) the greater amount necessary to receive an exemption, llint is fine;
the quality of their giving would probably be low. Some personal contribution by the taxpayer is important
to build a sense of involvement with and responsibility for the work of the charitable organization. The
goal is to have as many taxpayers as possible think through their giving, and not merely respond to
dirccHnnil appeals.

Q : Wr/y would taxpayers be expected to moke belter decisions on groups to support than government
officials hove? Competition has made the American economy jhe strongest in the history of humanity, and
M.c American political system the envy of the world. The American people have proven themselves
capable, on average and over the long haul, of making good economic a id political judgments. Taxpayers
who invested S5t)t) of their own money and time in order to direct $2,SCOto satisfying projects would be
likely to make equally good judgments in the. charitable sphere;

Decisions about where funds shall go would no longer be a function of political struggles over the
budgets of government agencies, but would result from the decisions of millions of individual donors.
Independent charitable organizations would for the first time *>¢'«""orations be on a level playing field with
those groups favored by government. .Some errors would occur? but there is every reason to expect this
system of delivering assistance to the needy to be far more effective than the current mode) of top-down
government monopoly. j

Yis, some innovators would fall, but isn’t it better to winia football game 50-14 than to play so
delenxivcly as to fall into a 3-3 tic? Given the growing number jif damaged children and ruined adults
under our current regime, isn’t it better in take the rational riskslthat could liberate millions, rather than
suffer constant winter without Christmas?

In general, decentralization offers the best shot for each state to innovate in the way that Is right for
its unique population and specific problems. Since we do noi know precisely which legislative plan would
best promote the offering of individual compassion, an emphasis on state-level action maximizes die
opportunity to find out for sure which tactics work best. Furthermore, there may be greater opportunity to
hiuvc quickly in some states than in Washington.

While each statu would have to sort out its particular problems, nil must face, for example, rising

10/29/0J 3:37 I'M
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rules of ilU'i\iiitn:icy. Abstinence programs are a Mart. When pregnancy nevertheless results and marriage
does not, stales should foster group-living arrangements for women while pregnant and during the year or
iwo afterwards, so that those who would otherwise be. alone will have a support network. Slates should

two. at the latest). Having a baby out of wedlock should not bring with it the icwar* of any governmental
cash payments. !

make real progress' toward reducing some of our most serious social pathologies', but the crucial change is
still the one. that goes on in each individual soul, not in the federal or slate capitals.

Man'lli Olasky is nprofessor ofjournalism al the. University i f Texas at Austin and th. author rr/'Thc
Tragedy of American Compassion. This article ix excerptedfrom Renewing American Compassion by
Marvin Ohtxky. Copyright 1996 by Mama Olasky. Reprinted by permission of the Free Press, an imprint
, <d'Simon & Schuster, inc.
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P.O. Box 787 « Mile 4.4 Talkectna Spur Road  Talkeetns, AK 99676 (ph) <9071733-2273 « (fax) (907)733-1735 ¢ schc©aiaska.net
PUBLIC TESTIMONY FOR LEGISLATIVE HEARING ON STATE MEDICAID

THURSDAY AND FRIDAY, NOVEMBER 8, 9 2001

Testifying for Sunshine Community Health Center

Sunshine Community Health Center is a non-profit, federally qualified health
center serving the residents cf the Upper Susitna Valley. We provide
comprehensive primary care services regardless of ability to pay. We have
recently received afederal expansion grant to extend our services via a mobile

clinic, to Willow and Trapper Creek.

We are a critical safety net provider for the northern region of the MatSu.
Census 1990 data indicate that 35% of Willow and 26% of Trapper Creek
residents lived below 200% of the poverty level. Analysis of our patient data
indicates that fully 40%-50% of our patient population hove no medical insurance.
We also hove an increasing number of patients who are "under-insured,” meaning
that they only have catastrophic insurance coverage or their deductibles are so
high (over $1500) that they are virtually without insurance. Approximately 20%
of our patients have Medicaid, 10% have Medicare.

Obviously, with a payor analysis such as the above, most private providers are not
interested or able to locate a viable practice in this area. This is a critical and
growing problem for rural Alaska. Safety net providers play a crucial roie in the
overall health care of Alaskans. Medicaid ccvei age, based on reasonable costs,
for safety net providers such as rural health clinics and FQHCs (federally
gualified health centers) is a key component of our survival.

| applaud this committee's commitment to ensuring carefu! and comprehensive
planning for our State Medicaid plan. | would urge you to carefully consider
potential negative impacts to safety net providers of any cutbacks to Medicaid

coverage.

"A United Wsy Participating Agency'
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OPENING STATEMENTS FOR PCA VIDEO

Hi. Tm Bonnie Johnson. | am a Registered Nur?e who has practiced for over
30 years in Alaska. Because | am concerned with long term care issues, |
became a member of the "Gaps in Health Care Task Force". The task force is
o group of nurses, social workers and health care providers who identify
gaps in health care andfind solutions that will better meet the needs of our
clients. There are many problem areas that contribute to gaps in health
care, and one key improvement for the State of /Alaska will be enhancing the
Personal Care /Attendant (PCA) Program. This program, in existence for
those eligible for Medicaid since 1987, provides services by trained health
care paroprofessionals in a client's home, with supervision by a registered
nurse. The State PCA Redesign Committee is working to improve the
program. Perhaps videotaped testimony from clients may best express their
needs 1o the Committee and the legislature. *

Long term care is an important subject for Alaska.

» Alaskans are aging. The fastest growing population in Alaska is the 65+
age group.

» Aging successfully-Alaskans love their independence. Most of us want
to slay in our homes as we age.

» The need for long term care is complex, ifiereasing. and expensive.

* We need a system that allows for a continuum of care from complete
independence to full dependency. *

¢ The PCA program is an important program in this continuum.

The PCA program provides direct personal core services to individuals in
their home. Although many have needs that would qualify them for
placement in a long-term care facility, they prefer to stay at home and
receive this care. These services help the clientiremain as independent as
possible, and provide support to the families.

Claudia Andersen, a Registered Nurse with manyyeors of experience, will be
interviewing several clients with the PCA program to familiariie you with the
service. These are the fortunate ones, as they have PCA service.
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CLOSING SUMMARY OF PCA VIDEO

The. GAPS in Health core Committee has identified the following concerns as
those that need to be addressed to increase the effectiveness and safety
of the pcA program. J

1) Recruitment and Training of PCAs: The PcA is responsible for the cost
of training, as well os a State and Federal background check via
fingerprints( some contract companies reimburtse after 6 mos of
employment). The minimum training required isv 5 hours, the cost:
$450.00-$1,200.00
Recommendation: |
* More funding sources to support the cost of training.
* Childcare to allow training; and/or a ray-back system.

2) Retention of PCA's: There are currently no benefits for the PCA
Recommendation:
« The Stale contract could require a benefit package that
might include : health insurance, vucuTion time, overtime,
transportation cost reimbursement, pay raises, a career ladder,
e.g. progressive "ranks" according to experience ond hours of
continuing education.

Continuing Education opportunities would increase knowledge base, skills,
confidence, pride in vocation, and of course improve the quality of care for
Alaskans.
|

3) Accessibility: The current waiting list for PCA services is 153 names
long. These are our disabled and/or elderly Alaskans who simply ask to be
maintained in their homes os long as possible. The cost of this care is less
than any ot her option our state provides.

Recommendation:

* The program focuses on Medicoid eligible clients. We
need to expand services to include non-Medicaid clients, with a
sliding fee scale. [

** . Mt »e'
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Dual diagnosis clients are not accepted. We need a service that will
accept ond provide services to thoseVIth mental health diagnoses.

a
The time between referral,P Parssment, approval, and delivery of
services is 6-10 weeks long. T h e w o rk process is outdated ond

redundant.

We need efficient tools, an application could be e-moiled,
signatures fax'd, a minimum approval time respected.

We need to attract and hire more PC\s.

4) Safety: The pca works with little supervision. Currently, after the
initial RN assessment, there are provisions for o second visit In ayear,
and one telephone call in 6 months.

Recommendation:

» Nursing visits, mentoring, and supervision need to be
increased. The lowest paid, legjst trained pPcA is working
wdh our most frail and vulnerable population.

» There needs to be an agency back-up planto provide
services to clients when the PCA is unavailable.

The PCA program can preserve and support Independence and safety of
Alaskans. It can provide quality care in a cost effective manner to Alaskcns
in their homes. Our priority must be to provide this service in a system that
protects Alaskans from abuse, neglect or exploitation.

. 04



November 9, 2001

TO WHOM IT MAY CONCERN.
IWANT TO TAKE A MOMENT OF YOUR TIME TO WRITE
ABOUT THE BENEFITS OF DENALI KID CARE FOR MY
FAMILY. IAM THE SINGLE WORKING MOTHER OF TWO
SMALL CHILDREN. JOSEPH WHO IS4 AND MEGAN WHO IS
ALMOST 3. lHAVE RECENTLY LOOKED INTO THE COST OF
HEALTH CARE FOR MY FAMILY. FOR MY CHILDREN AND I1IT
WOoOULD BE $ 150.00 PER MONTH PLUS A $350.00
DEDUCTIBLE PER FAMILY MEMBER. AS FOR ME THE COST
OF HEALTH CARE IS VERY EXPENSIVE. BUT, IWOULD LIKE
YOU ALLTO KNOW HOW FORTUNATE IAM. MY CHILDREN
ARE EXTREMELY HEALTHY AND ICONTRIBUTE A LOT OF
that to Denali Kid Care.lbelieve in preventative
MEDICINE. MY CHILDREN ARE UP TO DATE ON THEIR
SHOTS AND ON THEIR PHYSICAL CHECK UPS. MY SON
FOR THE FIRST TIME WENT TO THE DENTIST TO GET HIS
TEETH CLEANED AND CHECKED. WITHOUT DENALI KID
CARE THIS WOULD NOT HAVE BEEN POSSIBLE. ITIS ALSO
THE PIECE OF MIND THAT IF ONE OF MY CHILDREN WERE
TO GET SICK OR INJURED, THAT THERE IS SOME HELP OUT
THERE TO COVER THE COSTS OF OUTRAGEOUS MEDICAL
EXPENSES. INCONCLUSION, IWOULD LIKE TO
PERSONALLY THANK EVERYONE INVOLVED INTHE DENALI
Kid Care program.They have given many parents
THE OPPORTUNITY TO PROVIDE PREVENTATIVE HEALTH
MEASURES TO THEIR CHILDREN AND PIECE OF MIND
KNOWING THAT INTHE CASE OF AN EMERGENCY THAT
THERE IS SOMEONE TO HELP. IWOULD LIKETO SAY
THANK YOU AGAIN FOR KEEPING OUR CHILDREN HAPPY
AND HEALTHY, ESPECIALLY MINE ©.

Thank you,
Joleen M. Adair
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November 9, 2001 _
To the HESS Committees of the Legislature:

Tomorrow is my S7h birthday and | received a hirthday present from my
health insurance company—a notice that as of December | will be paying
$830.88/month in premiums for a policy with a $2500 deductible, an increase in
rates since May of 2000 of $29357! My rates each month are more than my
daughter pays for rent. They are quadruple the amount of my car payment.
They are twice as much as my monthly food allowance. They have had the
effect of limiting my retirement contributions and savings. | have been outside on
a pleasure trip one in the past five years. My insurer will collect from me
$12.47056 per year before they will have to pay an extra dime in claims from
me.

There is a silent insurance crisis in this state in the individual health
insurance market. Those in my age bracket are particularly hard hit, but there
are many younger people who are self-employed, RIFFED, or work for small

employers who offer no health insurance. Our plight affects ALL Alaskans who

RE: Testimony of Marjorie T. Linder before the MESS Committee/November 9, 2001 1



Alaskans who face the rising cost of health care, in part caused by unpaid
medical hills from non-insured and underinsured people.

| have lived and worked in Alaska since 1978 Itry to keep myself healthy.
To try to avoid additional medical bills, | have to take shortcuts. My intemist
prescribes my asthma medication telephor.ically. My gynecologist prescribes
anti-inflammatories for my shoulder. That is what happens when my premiums
are too high for me to utilize my insurance correctly and pay for it at the same
time.

It all began when Principal Mutual suckered me into a particular pool at a
reasonable rate in or about 1993 | don't have a record of those rates but | can
tell you that in May 1996, | paid only $183.13 per month. In April 1997 | paid
$226.79/month when Mutual of Omaha bought Principal Mutual’s hook of
business and closed my pool. Mutual of Omaha then placed the next group of
health insurance buyers during another short timeframe in a different pool. With
no new blood coming in, my pool hegan to age. The healthier members of my

pool, who had no pre-existing conditions, switched to cheaper policies with other

RE: Testimony of Marjorie T. Linder before the HESS Committee/November 9, 200) 2



insurers. The people who could find no alternative insurance companies willing to
honor their pre-existing conditions, remained in my pool and so the pool shrank
and had a larger percentage of people with health problems. While average
claims increased, premiums skyrocketed. (l've prepared a handout to show you
the increases in my premiums. You will note that my insurance premium was
raised 30% over the previous year in 1999 when medical care costs in this state
rose only 2%! You will note that by December 15 2001, my premiums will be
441% of what they were in 4/96)

These raises have had the effect of drastically reducing the number of
policyholders in the pool. According to Mutual of Omaha, there were 12591
policies in force in my pool in 1997. By the year 2000, there were 5757
policyholders. Today, the number in my pool is probably even smaller.

When | complained about my rates, Mutual of Omaha cavalierly invited me
to "shop in the open market" for other insurance. As Ifound out, in Alaska,

there is no “open market” for individual health insurance. No insurer wil

RE: 1cslimony of Marjorie T. Under before the HESS Committee/November 9, 2001 3



cover my pre-existing conditions—asthma and an arthritic shoulder—the two
conditions for which | need ongoing treatment!

Moreover, | found out that there is no regulatory body on rates here. The
Alaska Division of Insurance has no authority to oversee this price gouging that
particularly affects middle-aged Alaskans.

Thus, my only recourse is to turn to the Alaska Comprehensive
Health Insurance Association (ACHIA) for coverage. It will mean a waiting
period of six months for my pre-existing conditions to be covered, but I'l have to
take that chance.

Unfortunately, the health of ACHIA is also at risk. You see, ACHIA has
become the dumping ground for persons who are in my hoat and age
group and who are being priced out of the market. As lunderstand it, ACHIA
operates on premiums from its policyholders and assessments on large
insurance companies doing business in this state.  Self-insured plans are

exempted from these assessments. Before the State became self-insured, its
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insurer, Aetna, was contributing to ACHIA. Now, one insurer, Blue Cross, is
bearing the majority of the load of subsidizing this federally mandated program.

Obviously, ACHIA needs additional mechanisms for its funding. One
representative wants the State to pay an assessment. Other folks have
suggested that the self-insured employers also contribute.

Thus, I'implore you. Please put preserving ACHIA on the front burner this
legislative year! While you are at it, please, please do something about the price
gouging by and limited access to individual health insurance plans. Investigate
other ways of sharing the risks so the pools for individual/non-employer
sponsored health insurance plans are larger and not so age and time-sensitive
and exclusive. Consider having the state plan for all non-employer insured

people to purchase and have an insurer hid to insure that large group.

RE: Testimony of Marjorie T. Linder before the HESS Committee/November 9, 2001
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52
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52
Age
53
Age
54
Age
59
Age
56
Age
57

4/30/96

5/31/96

4/1/971
6/16/97
6/15/98
6/15/99
6/15/00
6/15/01
12/15/01

PREMIUM HISTORY

$2500 Deductible
One Person Insured

188.13

231.08

226.79
263.56
292.74
380.95
537.31
764.89
830.88

Percent
change of
monthly
premium
costs from
4/96

122%

121%
140%
156%
202%
285%
406%
441%

Percent
change of
previous
monthly
premium

22%
2%
16%
11%
30%
41%
42%
8%

1Date Mutual of Omaha purchased book of business fioin Principal Mutual

Percent
change of
medical
care costs
from
previous
vear

9.2%

7.7%
2.7%
2.0%
4.3%
unknown

unknown



when the housing market isin flux. When rental
or housing prices are changing fast, the inflation
rate for the housing portion of the CPI may be
exaggerated. This occurs hecause many
homeowners have IonP—term fixed interest rate
mortgages, which reflect past housm([; market
conditions. So in times when the local housing
market became overheated and prices rose
rapidly, property owners with fixed rate mortgages
were not affected. In such an environment, the
rate of inflationwould be overstated. The opposite
scenario develops in a down market.

To evaluate the influence of the housing market
on the CPI, the bureau produces an index that
excludes housing. Itisreferred toasthe CPI-U Al
|tems Less Shelter component. ﬂSee Exhibit 4)
Using the All Items Less Shelter index loi
comparison between Anchorage and the nation
shows that the difference of the indexes over the
years ismuch smaller.

Selected Components CPI-U Anchorage and U.S. City Annual Averages 1983-2000 (continued)

TRANSPORTATION
Percent Percent
Change Change

us from Anch. trorr us
Year A, Prev. Y Ag  Prev. ¥ Ag
1983 9.3 24 ®B5 16 100.6
1934 103.7 44 104.6 6.2 106.6
1985 106.4 26 108.2 34 1135
1986 102.3 -39 107.8 04 1220
1987 1054 30 111.3 32 130.1
1988 108.7 31 113.0 16 1386
1989 114.1 50 116.7 33 149.2
1990 1205 5.6 120.7 34 162.6
1991 1238 2.7 121.7 0.6 177.0
1992 126.5 22 123.3 13 190.1
1993 1304 31 1286 45 2014
199 134.3 30 136.9 6.3 2110
1995 1391 36 1438 5.0 220.5
1996 143.0 28 147.2 24 228.2
1997 144.3 0.9 147.0 01 234.6
1990 141.6 -19 1449 -14 242.1
1999 144.4 2.0 143.7 0.8 250T
2000 1533 6.2 150.5 4.7 260.6

Alaska economic trends

Medical care costs rose the fastest

Although medical care costs are a fairly small
component of the CPl and are unable to push the
overall index around very much, their meteoric
rise in Anchorage over time has caught people s
attention. (See Exhibit 5) Noother component of
the CPI has come close to matching the increases
in health care prices. The national experience has
been similar to Anchorage's. During the past
decade medical care costs in Anchorage have
grown b%68._8%, much faster than the overall
Index, which increased by 27.2%. In 1998 and
1999 health caie cost increases fell below three
percent, but in 2000 this index regained its former
momentum. Asthe state and national population
continues to age and the need for health care
expands, ever-rising costswill continue tochallenge
affordability for these services.

MEDICAL CARE

Fercent Percent Percent
Change Change Change
from Anch. Irorr, UsS. (tom
Prev. Yr Ag Prev. Yr Ag.  Prev. Y
88 N7 52 100.2 25

6.2 1055 56 1021 19

6.3 1109 51 1050 26

75 1276 152 105.9 0.9

6.6 137C 72 110.6 44

6.5 1458 64 1154 4.3

7.7 1544 59 1186 26

9.0 161.2 44 1241 46

87 1735 76 1287 37

74 1830 55 1319 26

59 189.6 36 1337 14

4B 197.8 43 1334 0.2

45 2116 70 1320 -1.0

35 2311 92 1317 0.2

28 248.9 7.7 1329 0.9

32 255.7 2.7 133.0 01

35 260.8 20 1313 -13

41 2721 43 1296 13

Anch
A

101.6
101.7
105.6
109.0
116.6
1191
1250
127.7
126.6
130.2
1312
128.9
130.0
128.7
127.0
125.6
1258
1245

Souico: U.S. Department ot Libor, Bureau otLabor Statistics
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APPAREL & UPKEEP

Percent
Change
Irom

Prev. YI.

52
01
40
30
7.0
21
5.0
22
0.9
28
0.8
18
0.9
-1.0
-13
-11
0.2
10



Food costs around the state

Four times a year, the University of Alaska
Fairbanks Cooperative Extension Service posts
results from itScost of Food at Hom e Survey for
20communities around the state. (See Exhibit 6.
This food basket assembles items that contain
minimum levels of nutrition for an individual or
family at the lowest possible cost. In addition, the
survey includes information on utility and fuel
costs. The geographic coverage of thestudy isits
biggest strength. No other survey in the state
COVers as many communities. Another strength
isthat it has been produced consistently for many
Years. The survey's b|ggest weakness is that it IS
argely limited to food, which is only a small
component in the cost-of-living picture.

Other problems surface with the food cost study
because many items that can be purchased in
urban Alaska are not available in rural
communities. The study also assumes that the
market basket consists of identical items in all of
the communities even though the buying habits
of residents in the different places may vary

Medlical Costs Increase Most

5 Anchorage CPI-U for selected components 1982-2000

Source; US Dypartnart of Labor;, Buresuof Labor Stistics

ALASKA ECONOMIC TRENDS t

dramatically. Recently the study included cost
calculations of the widespread rural habit of
ordering grocery items via mail from urban
merchants; but other items entering the rural
areas by barter or imported os baggage or private
cargo are not included. Moreover, the local
grocery list of hase nutritional items also ignores
the substitution of subsistence-harvested meats,
lowl, fish, berries, and other foods for store-
bought items.

Aoajrding totheDecember 200 (tostofFood at
Home study, a family of four in Alaska enjoyed
the lowest food costs in urban areas such as
Anchorage, Fairbanks, and Juneau. The highest
costs tended to be in remotely situated
communities which are serviced by air and where
the marketplace issmall. Dillingham and Bethel
belong in this category. Other high cost areas also
exist m small places that lie on a ma%or
transportation system such as highways or the
Alaska Marine |ghwaY System. Grocery prices
in these places often fall between the urban and
remote-rural price langes. Examples of such
Elaces are Petersburg, Tok, Delta, and Homer.

ut location is not everything. The size of the
market, the level of competition, and the relative
proximity to a larger urban area are other major
determinants of food costs.

Rents are high in Juneau and Kodiak

Because housing gobbles up such a large slice of
household income it often Isa good proxy for an
area scost of living. The Alaska Housing Finance
Corporation contractswith the Alaska Department
of Labor and Workforce Development to collect
icntal housing data lor 10 communities around
the state. Exhibits 7and 8 display monthly rental
costs for two-bedroom apartments and' three-
bedroom single-family homes.

Like lood and other items, the cost of housin%
varies dramatically among areas. The supply o
housing, vacancy rates, quality of housing,
condition of the focal economy, ‘building costs,
and local demographics are factors that help

JUNE 2001



STUDY SHOWS INDIVIDUAL HEALTH INSURANCE MARKET IS FAILING OL.../0 Puge 10f2

NewsdRelease

STUDY SHOWS INDIVIDUAL HEALTH INSURANCE
MARKET IS FAILING OLDER ADULTS, RAISING
QUESTIONS ABOUT TAX CREDITS

rﬁm Ioryer Base Cover l[eaves Adults in Midlife Years Vulnerable
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ccess ems
back
July 10.2001 Washrngton D.C.—Early retirement because of poor health or
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m Marriages: 8,373

a Divorces: 2.£47 3 -
Source: Unpublished data from National Vital Statistics Reports,

Vol. 48, No. 19

Health Insurance . ,
n Percent of private establishments offering health insurance to
their employees: 46.2 (1993) o ,

r Percent of private sector employees eligible for their
emlgloyer's health plans: 61.2 (1993) S _

m Percent of private sector employees participating in their

employer’s health plans: 51.7 (1993)
Sourcé: Employer-Sponsored Health Insurance: State and

National Estimates DHHS Publication No. (PHS) 98-1017

R Employer-Sponsored Health Insurance: State and National
Estimates. (PHS) 98-1017.
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"I'nank you for giving me the opportunity to speak before your legislative committee
regarding health insurance. Health insurance is what most employees look for when
taking an employment position, even if they have to contribute some amount towards the
premium. As a small non-profit that contracts with the State of Alaska to provide
Substance Abuse Treatment for Alaskan's citizens, Nugen’s Ranch only benefit for full
time employees is health insurance. Due to raising cost of health insurance, the
employees must now contrihule to the premium. In October of this year our health
insurance premium increase by $346.16 per month. At the present time the health
insurance premium is $999.01 per employee. This was a 52% increase over last year
premium. The reason given the Ranch for this increase were: the age of my employees,
there use of the health insurance, the employee health problems, and the general increase
in the insurance industry.

Nugen’s Ranch is looking for other health insurance companies to provide our
health coverage, but there are only a limited humber of companies, and with a small
group it is almost impossible to find a carrier. Even with the State’s insurance program
for person that have been denied coverage, the premiums for some of my staffwould be
even higher then what is being paid under our current health plan.

Nugen’s Ranch is on the verge of losing health insurance coverage to do the
increase in premium. Losing this coverage would mean that 15 employee would not have
coverage, and could not afford to purchase health insurance coverage on their own. 1
myself am considered a high-risk person due to my heart condition, and the fact that four
years ago, 1had to have open-hcart surgery. For the rest of my life I must take a drug call
coumindan, due to the fact that stroke risk from my surgery.

There is a Health Insurance crisis in the State, for small to median size businesses.
Somehow, there needs to be away to increase the number of companies that are doing
business in the state. 1 am aware that Alaskan uses their health insurance if they have it
and the high cost of medical care in Alaska. But there needs to he some kind ofprogram
for the average citizen to afford health insurance coverage, so that they are not at risk of
losing everything if they have a major medical problem.

Karen Nugen-Logan
P. 0. Box 871545
Wasilla, AK 99687
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Date: November 8 2001
To: Subcommittee on Health Care and velfare
From: Angela Gonzalez, Member, Medical Care Advisory Committee

| am Angela Gonzalez. 1am a consumer member of the Medical Care Advisory
Committee. As you know, the committee advises the Commissioner of the Department
of Health and Sdcial Services on all aspects of the Medicaid Ipro ram. . My three
children have been on Denali KidCare.” DKC was irhportant to my family because....

| have some comments that! want to lead. The%, are unsolicited comments from a
survey of mothers of recent newborns whose children were on Denalj KidCare. |
believe these comments reflect how many mother sjfeel about Denali KidCare.

Comment #L *The best thing that helped us hav? -filthy baby was Denali Kid Care.
| did_not put off prenatal caré for fear of bills. ftmadb ita ot less stressful for us. Denali
Kid Care saved my sons life. When he was 2 montHs old. He got RSV and | took him
to the ER to be seen. Ittumed out he was In resplrator,¥ distress and was taken by
ambulance &o Providence New Bom Int_?nswe Care Unit, He staged 6dags. | don't
think | would hove taken him to the ER It | thought 1 would have to pay thé 20% of my
nsurance because we were so broke. The doctor said that his resplrat,or% rate was S0
hl%h at the ER that h? could have sto Ped breathingjat anytime, He quit breathing once
inthe ER. Plea ? help continug this program [teel’it Is one of the most important

programs available to parents.

Comment ft2 W rﬁ)ie%nancg was ot planned &and Aven with m '{ob, and medical
insurance, | would not have been able to go lo octca—agpomtm nts if it weren't f or
Denall KidCare because of the cost of travel in and dut of the V|I|a(t;e and the cost of

what mY insurance does not cover. It is very expensive and hard to make ends meet in
Rural Alaska, espemallg when you don't have the capabilities of keeping up with tho rest
of the worlds costs-medical and sych, espeC|aI|¥ unplanned hapEemnﬂs. | Know my
bab?{ IS healthy because of Denali Kid Care and theyjcontinuo to keep fer healthy.

Thank you."

Comment U3, "1 had to, quit myrjlob due fo problems curing my Pregnancy and Jost al
benefits that went with it | then was informed abu,,. eg Ilﬁl%Care" wY,ho heIPed out.,
abor & delivery or our

t
hushand and | appreciate the services they gave usinthe
g%y. T arﬂ< you sdp Pnuch!!“ 3 j
Comment 24, “Denali Kid Care js the best thing that happened in our lives. Without it
my kids won't get their annual check up done Because We don't have msurance. With

odr limited incOme, we can't afford  each ones’ dental and medical checkups.Thank
you A as?<a D%T.]'e JB P



Comment #5 Denali Kid Care is a wonderful RicO.L,n. Without it, [ may not have had a

R%aclﬁrya%aeb},dr Srlﬁfgﬁ[ﬁg from pre-term labor a dst?yed at the Providence Houso in

Thank you.
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As ft Catholic Social Services employee |'d lilko to shore a story about a forinei
family | sorved, t? is a single mom of v boys one a lc¢-n and the of.lrer almost
10  She is currently pregnant with her third) child. She has an in-homo c:>i1l
rare facility and earns c.loso to $1500-$2000 per month depending on the number
of children she cares tor each month. She nJve enough money to cover her
household fixed expenses nnd day to day expenses as they come up. The docs not
make enough to cover the cost of: a private insurance carrier and is pirsently on
DonnlJ KidCare. .She recently found out that ihis Ihird child she is; caring has
an M*o chance of having down syndrome. She is sti.l] needing to uncloiyo .
<'Min\oc.'onl'esi.s testing which she is scheduled for this Monday. Tf this would mil
lie such an emotional issue she would bo he testify. She is very concerned
that without V.he Denali KidCaro she would able to afford the testing.
She has so much trauma she is faced with and the future unsure but she is
willing to deal with it. Her question to youlis are you willing to deal with

ki ®dng that cutting lhe DKC program you could be hurling so many unborn
children. Arc you ready to deal with it??? |



I am not here to defend the part the Health Insurance plays in the Health care
picture. As student of this issue, | do not support the multi-million dollar
compensation packages Insurance company executives extract and other
elaborate entitlements. But, if insurance is to continue as a means of paying
medical bills it needs to revert to sound insurance principles. Mandates
override the basic elements that make insurance workable. That is the
distillation of risk and reliance on actuarially sound costs." Ignoring these
elements drive the costs and approach the affordability h'mit.;; ;

The issue of health care costs and it’s continuing spiral upwards has been
with us for some time. In this State Jay Kertula broached the idea of solving
the problem with State and local participation 1 believe in the early 80’s
Subsequent to his initiatives, other studies and task force efforts with m
legislative intent and participation have been undertaken. The first of these

projects commencing close to 15 years’ago.

As we are all aware, no workable long range solution ever evolved either in
Alaska or for that matter natioh wid? based on reform efforts of the late
80’s and early,90’s. Efforts haye dividedinto two fronts, either more money
which expands the problem, or:shaving the -domain of any of the now
participants in the industry’. Any suggestion of change begins to raise the
hackles of those that might perceive challenges to their piece of the pie.

Around the nation others have also challenged the problem of high medical
costs without success Nationally and within Slates, various creative ideas
have patched the problem cr *iV t coulcffre described as temporary fixes. In
Alaslra the latest being Denali Kid Care. But-one of the reasons for this
meeting today is that the cost of the fixes is escalating. "\t all Jkoow.that
more and more patients are being squeezed put of decent health care because
ofcost. The ranks of the uninsured is continuing to rise increasingly. Hence.
the impact on social programs attempting to provide a safety net for, those
being left out is continuing to balloon the costs of the.prograiris. T ~ ’s what
Is happening to Medicaid. W/ o

* o« * ke *

So, here we arc back at the table wondering and considering what to do
about this onerous problem. Islthere  answer. Probably, butnot in the
context of contemporary approaches which have beeD tried before. Most all
reform efforts have involved the major players in the Health care.industry.



from providers, insurers, government, and some private sector
representatives. When all players contribute their interests in the solutions,
nothing has changed. Everyone’s economic survival dictates the design of
solutions and we end back ai one. Today 15 plus years later we are
still grappling with escalating health care costs.

In any public forum, especially*when the legislature is involved,’ the. goals,
desires, and participation of all citizens miist be weighed. That brings us
back to the square one mentioned above. The elements/players of the
system admit that change must be necessary; but not the part they play.

Any further task force development with the goal of reform must have an
autonomous mission. Politics will be a liability to it’s success. It must have
awell defined mission based on a broad input from the many different
players. It must be insulated from special interests and have the charge of
developing a patient centered, efficient, centralized administrative design.
We should be looking towards a consolidation ofthe many overlapping,
competing, dupb’cative delivery systems we now have in Alaska, most of
which are tax payer supported. need-to develop criteria which helps
stem health care dollars exiting tnc state. There needs to be some real teeth
in the Certificate of need process so that excess capacity which we now
have big time. Mandates ana uieir impact on costs must be understood. As |
write this, the Federal Government if cooking up some more, the latest on
mental health benefits. Anthrax which has'infected 17 with 4 dying has
prompted the American hospital assn. To askfor billions to counteract the
threat More money expands the system which we already are claiming to
be too expensive.What ever is built opt to ""Ointer the Anthrax threat will
remain to be supported in the future. Scores of other issues could be listed
here and this, could go on and pit., I mention’few here to make the. point
that maoy options for improvements m”Vafidble. And not everyone is
going to' like them. When we frnally;make the decision to make'.the changes
and stand the heat, And 1cannot'tell.you who we is, but itwill probably
come from the legislature. This Whole issue is going to take some tough
decisions, Only then will the beginning of reform come.

Currently within Alaska arc dozens of talented knowledgeable people
available to begin the process many of which have been through this whole
exercise before. Margaret Mead said thafall it takes to change the wbrld is a
handful of committed peerl' ,Yv,a legislature needs to empanel such.abody
with appropriate guidelines to start, the process. It may take some funding to

AE £2 16 N X9 OH 19\3)! Wl X?£0 H3 10P-GHAN



meets the costs, but consider the 1.2 billion we are already spending on
health and social services, and inore than that on Health Care in this state
over all, any costs here, will be a meager contrast.

The suggestion is that the final product as a result of reform must stand on
it’s own merit and be owned by the people it is to serve citizens ofAlaska. It
must protected from special interests which will kill any effort to effect

change unless it meets their vision.

In closing, if we cannot emb— f "hange, then it is back to more money or
cutting out someone’s program to lower costs which is where we are today.
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ST. FRANCIS HOUSE

3710 E. ?2OTHAVE,, SUITE 1
ANChORAGE, ALASKA B960E-341B
S07-J76-55S0 « FAX256-10S1

November 8, 2001 |

Senator Lyda Green
And members of the
subcommittee on Health Care and Welfare
600 East Railroad Avenue
Wasilla, AK 996%4

Fax: (Q07) 376-3157
Greetings:

I an the manager of St. Francis House, a program of Catholic
Social Services that has been providing _basic _emergency
services to economically struggling families iIn Anchorage
for over forty years. In addition to my experience in
working with the families that come to St. Francis House for
assistance; 1 help answer the 24-hour, statewide,
information_end referral hotline, AKINFO. St. Francis House
contracts with the state of Alaska to answer the AKINFO line
during the day. My conversations with_the callers to AKINFO
give me an even greater familiarity With the unmet health
care needs of Alaskans across the state,

I an_a member of the Anchorage A J -0 Health Care
Coalition because 1 believe, based oh my experiences, that
there is a very high correlation between inadequate access

to health care ad Bovert)é- I an conmitted to working to
Increase access to basic health care for everyone in Alaska.

in light of the iIncreased spending onlNational Defense, 1 _am
very concerned that Medicaid and Denali Kidcare might be iIn
jJeopardy of being compromised. | would like to plead with
the committee to do everything iIn i1ts;power to protect the
minimal health programs we have iIn place. We need to build
upon these programs, not cut back. |

As 1t 1S, these programs are woefully:inadequate and there
are thousands of working Alaskans who"do not have access to
affordable health insurance and only receive health care iIn
hospital emergency rooms after their condition has become
acute. Many of the people who are treated in this way have
no means to fill the prescription they receive. This is an
expensive and ineffective way to deal with health needs. At
least, right now, since_the advent of ;Denali Kidcare, i
thousand_more of our children are receiving the preventative
and consistent health care that they need to thrive.

\
A United WayAgency m
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In this time of national crisis, economic upheaval and
mological warfare, it is more important than ever to keep
our Kads as healthy and strong as possible.

Sincerely,

Sara J, Jackson
Program Manager

. 03
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Horn' Mangiiente Stetson To: Senator Lyda Green Dale: 11/9/2001 Time: 1:24:56 PM Page 1ot 1

3009 Northwood Street
Anchorage, Alaska 99517

November 9, 2001

Senator Lyda Oreen
Senate District N

600 East Railroad Avenue
Wasilla, Alaska 99654

FAX: 907 376 3157
Dear Senator Green.

Thank you for providing an opportunity for written testimony to the Senate Health,
Education and Social Services Subcommittee on Health Care and Welfare.

1understand your concern for the cost of the Medicaid Program in Alaska; however, it is
very' important for providing minimal health care to Alaskans. As has been noted, Alaska
only pay's 40% of the cost of this program.

AARP has joined other Alaska organizations to encourage the Alaska Legislature to
include Alzheimers and related disorders under Medicaid. Presently, Alzheimers patients
must present other physical problems before they can receive Medicaid assistance.

The Medicaid Waiver Program in Alaska has reduced the cost of care by allowing many
patients to receive in-home and community care instead of nursing home care. This
program could provide assistance to Alzheimer patients in their home for an extended time
before they would need nursing home placement.

Thank you for allowing me to present this information to your committee.

Sincerely,

Marguerite Stetson
AARP Alaska Executive Committee Member



ALASKA STATE

Hospital & Nursing Home

ASSOCIATION

November 2, 2001

Senator Lyda Green, Chair

Subcommittee on Health Care and Welfare
600 First Railroad Avenue

Wasilla, Alaska 99654

Dear Senator Green:

The Alaska State Hospital and Nursing Home Association, as you know, is comprised of
all the nursing facilities and all but two of the hospitals (except Norton Sound and
Samuel Simmons) in the state. Medicaid on average is approximately 20% of the
hospitals business and about 85% of the nursing facilities. As you are aware from all the
letters you have received from members, Medicaid is a very big concern to us. We have
a wealth of information that we would be happy to share with you and are willing to work
with you on all of the issues.

The Henry J. Kaiser Family Foundation recently distributed a report, “Medicaid Budgets
Under Stress: Survey Findings for State Fiscal Year 2000,2001, and 2002.” In that
report, Alaska’s top factors for contributing to Medicaid Expenditures in 2001 were:

* Home & community-based services (HCBS) waivers

and other non-institutional LTC programs 43% cost increase
* Pharmacy 19% cost increase
* Hospital payments 14% cost increase

In FY 2002, the top factors were:

e Pharmacy 21.5% cost increase
*  Home & community based services (HCBS) waivers

and other non-institutional LTC programs 19.3% cost increase
* Enrollment 10% cost increase

» Continuing rise in disabled population
» Potential reduction in FMAP due to CPI formula changes

426 Main Street ¢ Juneau, AK 99801 < (907) 586-1790 e« Fax (907) 463-3573



Senator Lyda Green, Chair
Subcommittee on Health Care and Welfare

Page2 0f2

The Medicaid program is an important factor in the local economy, bringing in at least $2
in federal dollars for each state dollar spent. Medicaid is designed to be counter-cyclical:
as unemployment rises and incomes drop, more people become eligible for Medicaid. If
the program operates as intended, states and the federal government spend more on
Medicaid as a result, easing the negative effects of the economic downturn. If states
respond to their difficult fiscal situations by cutting Medicaid in the months ahead, it not
only will make it more difficult for newly unemployed workers to secure coverage, but it
also could deepen the negative effects of the economic downturn. On average for every
$1 that states cut from their Medicaid general fund budgets, the total amount of spending
on the program drops by $2.33 because of the even greater loss of federal Medicaid

matching funds.

ASHNHA promotes and advocates for quality care within nursing and hospital facilities
where more than 80% of the patients in long-term care nursing facilities are funded by
Medicaid. Many small communities within the state are highly dependent on Medicaid
funding long-term care beds to support hospital and clinic services. Without Medicaid
funds many small communities would not have any medical services at all.

ASHHNHA appreciates the effort you and committee are taking to understand and
improve the Medicaid program in Alaska and are very willing to assist you in any way

that we can,

Sincerely,
I y<-

Linda Fink
Assistant Director



ALASKA STATE

Hospital & Nursing Home

ASSOCIATION

ASHNHA Resolution Supporting Current Certificate of Need Legislation

Whereas, the Alaska State Hospital and Nursing Home Association is strongly committed to
developing a coherent and comprehensive network of health care services within the State of

Alaska, and
WHEREAS, the State of Alaska shares these objectives with ASHNHA,

Whereas, the State has developed a CON review process that seeks to ensjre that new health
care facility construction projects or equipment purchases are cost effective, not duplicative, are
adequately planned and involve the public, and improve accessibility and quality of health care

services; and

Whereas, the CON review process encourages adequate access to healthcare through
geographical dispersion of health care facilities and services which might not otherwise be
expected to develop; and

Whereas, the CON provides a mechanism whereby provider initiatives may be evaluated
against alternatives for meeting state priorities for improving the health status of its citizens; and

Whereas, the need to provide health care services to an expanding population with increasingly
limited funds places a premium on effective and efficient deployment of these limited resources,
and

Whereas, the demography and geography of Alaska limit the effectiveness of unregulated

competition as a means of ensuring socially appropriate supply and demand of healthcare
services, being culturally diverse, geographically dispersed and predominately rural; and

Whereas, the CON helps Alaskan health care providers meet the larger objectives of society,
particularly with regard to understanding and addressing the needs of under-served and indigent
patients; and

Whereas, the CON ensures these extra-institutional objectives are adequately addressed

regarding healthcare facility and program planning, and that decisions to expand or contract the
health services capacity are economically sound and medically necessary; and

Whereas, similar programs function in the majority of other States to good effect, to the extent
that several States have found it necessary to re-instate CON when it has been allowed to lapse
in order to correct market imbalances arising in its absence; and

Whereas, the future structure of health care delivery is uncertain and repeal or significant

alteration of CON legislation would threaten the ability of our members to fulfill their
commitment s to access, community-based health services, improved quality, continuity of care,

and cost containment; and

426 M ain Street ¢ Juneau, Al< 99801 < (907) 586-1790 e« Fax (907) 463-3573



Whereas, market competition is a necessary but insufficient mechanism to achieve all ofthese
objectives and should be supplemented by reasonable State oversight; and

Whereas, the shared challenge to our members and the State of Alaska is to develop a socially
responsible and economically viable healthcare marketplace.

Therefore, be it resolved that the Alaska State Hospital and Nursing Home Association
endorses the current Certificate of Need Program, without significant alteration, as an effective
way to maintain an affordable, accessible and high quality healthcare delivery system responsive
to the needs of Alaskans; and

Be It Further Resolved that ASHNHA opposes any and all attempts to repeal or weaken the
CON; and
Be It Further Resolved that ASHNHA remains willing io work with interested parties and the

State of Alaska to improve the CON process in order that it respond to the evolving needs of the
health care environment in Alaska an< that it shall remain effective and efficient in meeting its

stated goals.
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N'o matter how hitr<2 hospitals ny to comply with complex, cumbersome, and confusing payment rules and
regulations, it is impossible to be error-free. But *hey are, in fact, astonishingly accurate.

We have seen accusations of pervasive fraud leveled bofoiv. Several years ago the Federal government undertook a
massive investigation under the False Claims Act into the Medicare "DRG three-day window.'

How did the government's 7,2-hour window investigation affect hospitals?

In Maine. 24 hospitals settled with the DOJ. 1he Maine Hospital Association studied those hospitals, and found
-ome interesting things:

»  lhe lota! number oFMedicarc billing errors cvxma 5-ye3r period was fewer than 1,000.

« Billing errors per-hospital over the 5-ycar period ranged from 3 to 20C.

e There were 2.0 million Medicare claims submitted by the 24 hospitals in the 5-year period. This represents
an cnor race ofjust .034 percent of total claims.

» During IlI>c same period only S1 39,000 in claims for all of the hospitals went found to boin etror; this
represents .003 percent of their S2.6 billion in tola! Medicare claims

In Vermont, 11 hospitals made payments to the federal government to settle $83,S15in reported Medicare billing
errors that occurred between 1990 and 1095. During that period, Vermont hospitals billed Medicare for $1.5 billion.
So jhejim.oun! demanded by the government translates into an error rate of 10.COlh of one percent. One Vermont
hospital's data makes the point even clearer: the Medicare caseload ut the hospital isrough], ?.0,00f) cases a year. 01
*he 20C ease; reviewed, the government came up with only qus . dispute. Tlie government should be applauding

hospitals like that, not prosecuting them.

To Connecticut, 34 hospitals were given demand letters on the 72-Hour Window Rule. During the period of
mvesUgaiion, 1990-1995, Connecticut hospitals handled mere than 10 million Medicare claims. Of that total, tower
than 3,000 claim.) were cited by DOJ in die investigation - an error rate of less then three one-hundredths of one
nerfienj. The government identified less than il million worth of payment enors nut of a total of SO billion m
payments,

And hfcre in Alaska. DOJ investigated two hospitals and found no errors. Still, those hospitals were assessed federal
penalties. The penalties were small ~ S69 and $289 —but 110 hospitals' letters asking DOJ for an explanation about
why they were fined have not been answered.

Most accounting firms' standards include exnected error rates - human aad otherwise -mllut generally fall between
three and rive percent. Clearly, the Federal DOJ based its investigation cn a 2ero-tolerancc-for-errors rule that is
unfair and unrealistic, which raises serious question:-: about thc-.r purpose.

Another example: 'lie physicians nt teaching hospitals (PATH) audit. Teaching hospitals and medical schools uvr:
i lvestigatcd to determine whether pitysicmn instructors billed Medicare for work performed by medical residents

the / supervise,
Mary Hitchcock Memorial Hospital in Lebanon, NH, spent more than SI million in staff time and lees for attorneys,

consultants and accounting assistance to perform a self audit on Medicare billing. Why? The government demanded
the audit as pari, of its PATH investigation. What tlitl the audit find? An error rate ofyero.

The result of the Federal government’s campaign? Miliions ofdollars are being spout on lawyers' and
accountants' fees instead of patient carc. Ix the government finding fraud? On the contrary. In the majority of cases,

hospital cijoi rates arc proving to bo minuscule,
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OUR PRINCIPLES

7,cru tolerance for fraud —America's hospitals and health systems arc reeled in a tradition ofethics and caring.
We're committed to preventing, uncovering, and eliminating health care fraud amt abuse. Hospitals across the ration
are voluntarily adopting plans to ensure compliance with complex and confusing Medicaid laws and regulation?

However, Medicaid billing errors often resul' from confusing and conflicting regulations and instructions that are
pan ofthe Medicare reimbursement system. These are not intentional acts. Yet some would have you believe that
mistakes and fraud are the same.

Providers who make billing mistakes aller attempting to comply with the complicated and frequently changing rules
of Medicaid payment should be treated in a fair, equitable and civil manner and granted appropriate due process
rights -- rights that are guaranteed to ail Americans.

Compliance - The AHA Board of Trustees recently issued n statement urging all hospitals and health systems to
voluntary adopt regulatory compliance programs "ks a way to minimize errors in conforming to highly technical and
complicated rules,” and urged hospitals and health systems to "develop and Implement or strengthen a formal
compliance program to ensure that regulations arc accurately followed."

THE SOLUTION

To solve this problem, we need to return to the partnership we once had with the government. By rebuilding this
partnership, we can go a long way towaid ensuring compliance and fairness-.

We would propose:

imposing a "de minimus" standard. Under die standard, as defined by the American Institute of Certified
Public Accountants, Medicaid overpayments to providers of less then a specified percentage would result in
penalties of no more than tire amount of ibe claim plus interest.

establishing a "safe narbor" for hospitals that .>ubini’ a claim based on advice given by fiscal intermediaries
and carriers. Such hospitals would be subject to fines limited to actual damages m | interest.

raising the burden of proof from a "preponderance of the evidence" standard to a “clear and convincing
evidence" standard.

establishing a "safe harbor" for hospitals tli3t have adopted effective, good-faith compliance plan? in which
they are, if found in violation, subject only la actual damages plus interest.

Rebuilding tiic hospital/government partnership - Hospitals and health systems want a new partnership with the
Stale. Working together, we can do mere to prevent hospital billing errors, and to prevent government over-reaching
as it tries to account for those ettors.

The AITA is willing to help find other ways in which the St3te got eminent can make the billing sysicm more
workable. Wc have pmjKised a "best practices" process. Under this process, ths AHA would identify vague laws,
regulations, earner instructions, etc., and go “the State with our best view on how they can be implemented. The

State in turn would consider the problem unci our suggestions, and get back to us with proper guidance. Through this
process, disputes related to interpretation of law.s, 01 individual concerns, took, be solved without antagonism.

In addition, we have talked to the Attorney General’s office about a mechanism that would givens an "early
warning" about potential areas nfconcern. We respectfully disagree with the Attorney General's office hn* nur
minibuishave received reasonably notice of problems in the past.

Also, wc need to look at a dispute resolution system that couid remove some of the adversarial relationship between
the government and the hospital fir’d. If we can develop an .administrative mechanism to resolve disputes over both
broad policies and specific disagreements, wc can diffuse a potentially volatile situation.

A; aminimum, wc need to return to a system in which [the Alaska Medicaidpayment authority] exercises irs
authority to review and discuss billing disputes with hospitals. Only after the failure of those efforts should Attorney
General's office become involved.

V develop clear mid objective stur.dunls that differentiate between a regulatory overpayment and a
civil/criminal fraud and publish theoC standards so that the AIIA may advise its members on the statidares.



NOV-03-2001 THU 12724 P1 FAX' NO.

The UOJ needs to speak clearly anil precisely to retain its enforcement credibility: which is now at risk as it
tries to stretch its enforcement resources with collection efforts of this sort.

V' develop a self-disclosure program for regulatory overpayments that encourages compliance and not fear of
unreasonable claims of penalties and damages, and would not require payment of penalties beyond standard
interest penalties absent specific evidence of fraud or reckless disregard of overbilling.

S develop a "safe harbor" treatment for hospital overpayments that occur as a result of inaccurate or
incomplete fiscal intermediary/carrier instructions.

CONCLUSION

We understand and agree with the government's determination to investigate and punish those who tvould abuse the
system.

But the government is doing the right thing in the wrong way.

The overwhelming majority of Alaska's hospitals and health systems work hard to comply with the mountain of
rales and regulations that govern Medicaid payment, When a mistake is made it should not be treated as fraud. It
should be treated as a mistake.

Through a rebuilding of the health care field's partnership with the government, we can make things fair again —for
hospitals and health systems and the people thcv serve, and for the government as well.

Note: based on Testimony of the American Hospital Association before the Subcommittee on immigration and
Claims oftire Committee on the United States House of Representatives or. Health Can; Initiatives Under the
False Claims Act which Impact Hospitals April 2S, 1998" delivered by Gordon Sprenger

htt|r//wvvw.nlia.orgAr~tcstimonv/tcst9SQ42,Sa. ;isp



ALASKA STATE

Hospital & Nursing Home

ASSOCIATION

ASHNHA Resolution Supporting Current Certificate of Need Legislation

WHEREAS, the Alaska Slate Hospital and Nursing Home Association is strongly committed to
developing a coherent and comprehensive network of health care services within the State of

Alaska, and
Whereas, the State of Alaska shares these objectives with ASHNHA,

WHEREAS, the State has developed a CON review process that seeks to ensure that new health
care facility construction projects or equipment purchases are cost effective, not duplicative, are
adequately planned and involve the public, and improve accessibility and quality of health care

services; and

Whereas, the CON review piocess encourages adequate access to healthcare through
geographical dispersion of health care facilities and services which might not otherwise be
expected to develop; and

Whereas, the CON provides a mechanism whereby provider initiatives may be evaluated
against alternatives for meeting state priorities for improving the health status of its citizens; and

Whereas, the need to provide health care services to an expanding population with increasingly
limited funds places a premium on effective and efficient deployment of these limited resources,

and

Whereas, the demography and geography of Alaska limit the effectiveness of unregulated
competition as a means of ensuring socially appropriate supply and demand of healthcare
services, being culturally diverse, geographically dispersed and predominately rural; and

Whereas, the CON helps Alaskan health care providers meet the larger objectives of society,
particularly with rcgaid to understanding and addressing the needs of undei-served and indigent

patients; and
Whereas, the CON ensures these extra-institutional objectives are adequately addressed

regarding healthcare facility' and program planning, and that decisions to expand or contract the
health services capacity are economically sound and medically necessary; and

Whereas, similar programs function in the majority of other States to good effect, to the extent
that several States have found it necessary lo re-instate CON when it has been allowed to lapse
in order to correct market imbalances arising in its absence; and

WHEREAS, the future structure of health care delivery is uncertain and repeal or significant
alteration of CON legislation would threaten the ability of our members to fulfill their
commitments to access, community-based health services, improved quality, continuity of care,

and cost containment; and

426 M ain Street * Juneau, AK 99801 < (907) 586-1790 e« Fax (907) 463-3573



Whereas, market competition is a necessary' but insufficient mechanism to achieve all of these
objectives and should be supplemented by reasonable State oversight; and

Whereas, the shared challenge to our members and the State of Alaska is to develop a socially
responsible and economically viable healthcare marketplace.

Therefore, be it Resolved that the Alaska State Hospital and Nursing Home Association
endorses the current Certificate of Need Program, without significant alteration, as an effective
way to maintain an affordable, accessible and high quality healthcare delivery system responsive
to the needs of Alaskans; and

Be It Further Resolved that ASHNHA opposes anv and all attempts to repeal or weaken the
CON; and

Be It FURTHER Resolved that ASHNHA remains willing to work with interested parties and the
State of Alaska to improve the CON process in order that il respond to the evolving needs of the
health carc environment in Alaska and that it shall remain effective and efficient in meeting its
stated goals.
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No matter how hard hospitals try to comply with complex, cuinbiTsoir.e, and confusing payment rules and
regulations, it is impossible to be error-free. But 'hey arc, in fact, astonishingly accurate

Wc have seen f.ccLsaiinns ot pervasive fraud leveled before. Several years ago the Ft deral government undertook 3
innssive investigation under the False Claims Act into (he Medicare "DRG three-day window.'

How did the government's 7,2-hour window investigation affect hospitals?

In Maine. 24 hospitals settled wilh the DOJ. The Maine Hospital Association studied those hospitals, and found
some interesting things:

e Ihe lota) number of.Mcdicarc billing cirors ever a 5-yeat period was fewer than 1,000
e Billing emus per-hospital over the 5-ycar period ranged from 3 to 20C.

e There were 2.9 million Medicare claims suhniitted by The 24 hospitals in me j-veer period. This represent-
an cnot rate ofj u«t .034 percent of total claims

e During tl.c same period only S139,000 in claims for all ol the hospitals were found to bo in error; this
represents .00a percent of their S2.6 billion in tolnl Medicare ciaims

In Vtrnionl, 11 hospitals made payments to the federal government to settle S5°3,S16 in reported .Medicare billing
errors that occurred between 1990 and 1995. During that period. Vermont hospitals billed Medicare for $1.5 billion.
So the amount demanded by the imvcemincnt translates into an error rate of ID.GOth of one percent. One Vermont
hospital's data makes the point even dearer: the Medicare caseload ut the hospital is roughly 20,000 cases a year. Of
tlic 200 eases icv.ewcd, the government came up w:th only (UK dispute. Tne government should be applauding
hospitals like thdt. not prosecuting them

In Connecticut, 34 hospitals were civen demr.nd letters on the 72-Hour Window Rule. During the period of

m\ .-.ligation, 1990-1995. Connecticut hospitals handled mere them 10 million Medicare claims. Of that total, fewer
ihan 3,0F0 claims were- cited by DOJ in the investigation - an error rate of less then three one-hundredths of one
pcreenj, The government identified less than il ntihior worth of payment errors nut .'fa total of $d bilhon in
payments

And h rcin Alaska. DOJ invcstigfted two hospitals and found no errors:. Still, those hospitals were assessed feciersi!
penalties. The penalties- were small - S69 arid S2t>9 «- but the hospitals’ letters asking DOJ for an explanation about
why they were fined hnvc not been answered.

.Most accounting firms' standards include, exnected error rates - human and otherwise -mthat generally fall between
three and five percent. Clecrfy, the Federal DOJ bared its investigation cn a 2ero-tolerreicc-for-crron> rule that is
unfair and unrealistic, which raises serious questions: about them purpose.

Another example: The physicians at teaching hospitals (PATH) audit. Teaching hospitals and medical schools were
investigated to determine whether physician inst.uciors billed Medicate for work performed by medical residents
they supervise.

Mary Hitchcock Memorial Hospital in Lebanon, Nil, spent tnorc than SI million in staff time nnd Teds for attorneys,
consultants and accounting resistance to perform a self audit or. Medicare tilling. Why? The government demanded
the audit as part of its PATH investigation. What did ih<. audit find? An error rate of 7*rro.

The result of the Federal government's campaign? Millions of dollfes are being spent on lawyers' and
accountants' fees instead of patient carc. Is the government finding fraud? On the contrary. In the majority of cases,
hospital cnoi rates are proving to be minuscule.



]
P.O.Box 318
IGB Palmer, Alaska 99645

(907) 746-2037

Care Coordination - Social Services Fax (907)746.2031

To: The Chair and Members of Health, education, and Social Services Subcommittee
from: Lourdctte Diamond Neuburp

Date: 11/9/01

Thank you for holding these hearings in Wasilla. 1am the director of Care Connections,
a small, for-profit care coordination agency located in Palmer. Our apency provides care
coordination services in the Mat-Su Valley, Eagle River, and Chupiak for individuals
who meet nursinp home level of care. We arranpe home- and community-based services
to prevent or postpone nursinp home placement.

Care Connections serves 61 adults, 85 % of whom reside in their own home either alone
or with family members. The services provided through the Medicaid Waiver (CHOICE)
program allow the individuals to continue to remain as independent as possible. As the
care coordinators for these individuals, we are able to advocate for and arrange services,
assess the situation and needs, plan the care, provide information and referral. Services
provided may include Lifeline, chore service, respite, adult day services, transportation,
meals, modifications to the home, and some equipment and supplies as well as regular

Medicaid services.

There is a chance that the individual may not meet either physical or financial criteria for
the CHOICE program. We realize this when we begin services; consequently, carc
coordination agencies may provide services and support, which are not reimbursable.
Individuals must qualify for CHOICE both financially and physically. This takes time.
All providers in the CHOICE program are in this situation and must decide whether or
not to provide service to particular clients. However, what is unique to care coordinatois
is that we are the only providers who do not have the ability to negotiate our
reimbursement rates and we have not had an increase in pay. cost of living oi otherwise,
since the inception of the CHOICE program approximately eight years ago.

Care coordinators provide a vital sen ice for clients on the Waiver programs. lam proud
to work in a program that benefits individuals and families, and saves Alaska money by
preventing oi postponing nursing home placement. Please continue to support care

""Connecting You to Care with Care"
Serving the Mat-Su Valley, Chugiak, and Eagle River



Bartlett Regional +lospital

3260 Hospital Drive « Juneau « Alaska 99801 « 907-586-2611

November 2 2001

Senator Lyda Green
State Capitol, Room 125
Juneau, AK 99801-1182

Dear Senator Green:

| understand you are chamr\lﬁ a committee to puisue reducmq Medicaid
expenditures In our State. While Ia%ree with the concept of Tooking for
efficiencies in the administration of the Medicaid program, | do not Support the
reduction of services covered under Medicaid.

| know of numerous low-income families and individuals in my community who
wouid not otherwise have access to healthcare services if it were not for
Medicaid. Healthcare is not a luxury; itis not an option; it is a necessity that all
members of our communities should have access to.

ExPansmn of Medicaid coveraﬁe in recent years to include Breast Cancer
Detection and  Children’s health care to families who otherwise wouldn't qualify
for Medicaid win reduce Medicaid costs in the long run. | applaud the State for
these efforts. Furthermore, the current Medicaid reimbursement system is
modeled to ensure that the State always pays less for health care services than
Insurance companies or individuals who pa;gpnvately. | beljeve the State
already pays the least amount for the most healthcare that it possibly can.

Please consider, very carefully, the long-term effects of any actions you may
take in your efforts to reduce Medicaid expenditures.

Sincerely yours,



Bartlett Regional 'Hospital

3260 Hospital Drive «Juneau «Alaska 99801 « 907-586-2611

November 2 2001

Senator Lyda Green
State Capitol, Room 125
Juneau, AK 99801-1182

Dear Senator Green:

| understand you are chairing a committee to pursue reducm? Medicaid
expenditures in our State. While Ia%ree with the concept of Tooking for
efficiencies in the administration of the Medicaid program, Ido not Support the
reduction of services covered under Medicaid.

| know of numerous low-income families and individuals in my community who
would not otherwise have access to healthcare services if it were not for
Medicaid. Healthcare is not a luxury; it is not an option; it is a necessity that all
members of our communities should have access to.

ExPanslon of Medicaid covera%e in recent years to include Breast Cancer
Detection and Children’s health care to families who otherwise wouldn't qualify
for Medicaid will reduce Medicaid costs in the long run. I'applaud the State for
these efforts. Furthermore, the current Medicaid reimbursement system is
modeled to ensure that the State always pays less for health care’services than
insurance companies or individuals who pay privately. | believe the State

already pays the least amount for the most healthcare that it possibly can.

Please consider, very carefully, the long-term effects of any actions you may
take in your efforts to reduce Medicaid expenditures.

Sincerely yours,



Sitka Community Hospital

209 Moller Avenue. Sitka, Alaska 99835 Phone (907) 747-3241  Fax (907) 747-17%4

Movember 2. 2001

Senator Lyda Green:
600 Hast Railroad Avenue
Wasilla. AK 99654

Dear Senalor Green:

1would like to oiler a few comments before your Subcommittee meeting next week at the
Mat-Su 1JO. 1share your concern regarding Medicaid spending but my perspective is
quite different. lsuggest that the discussion needs to be broader than just “how can we
save money.” Looking for ways to make the current system more efficient or cost
effective is just one part of the discussion that needs to take place.

As a health care administrator. 1am well aware that the Medicaid program fails to pay its
fair share. In an effort to adjust for the Medicaid related underpayments, providers shill
the unfunded cost of care to individuals who have insuranc \ Most providers, physicians,
and insurance companies will tell you that the insured population covers the shortcomings

of the Medicaid program.

As a nation, our funding priorities are not aligned with our care expectations. We want
the best in health care, whenever we need it. regardless of our ability to pay. Such
expectations have been translated into federal and stale regulations that have put providers
at odds with patients and residents.

Although most Americans view health care as a right, there is no universal agreement as to
societies obligation to fund the required facilities and services. Limiting the discussion to
“ways to save money” will at best provide a short-term band-aide and at worst will
jeopardize the existing safety net of providers, many of whom arc struggling financially.

Healthcare funding goes against ordinary business practices and certainly does not pass the
“common sense” test. Reduction of cumbersome and costly regulation/oversight,
elimination of most of the paperwork wc are required to complete, and coordination of
state/federal inspections to reduce the number of times wc are inspected would produce

immediate savings.

The bottom line is: pay for what you require and do not require what you will not pay for.

Sincerely,

Bill Patten, MA, NHA
CEO/Administrator



Bartlett Regional -Hospital

3260 Hospital Drive Juneau « Alaska 99801 » 907-586-2611

November 2 2001

Senator Lyda Green
State Capitol, Room 125
Juneau, AK 99801-1182

Dear Senator Green:

| understand you are chalrlr\llg a commitiee to pursue reducm? Medicaid
expenditures n our State. While | a%ree with the concept of Tooking for
efficiencies in the administration of the Medicaid program, Ido not Support the
reduction of services covered under Medicaid.

| know of numerous low-income families and individuals in my community who
would not otherwise have access to healthcare services if it were not for
Medicaid. Healthcare is not a luxury; itis not an option; it is a necessity that all
members of our communities should have access to.

Eannslon of Medicaid coveraﬁe in recent years to include Breast Cancer
Detection and Children’s health care to families who otherwise wouldn’t qualify
for Medicaid will reduce Medicaid costs in the long run. lapplaud the State for
these efforts. Furthermore, the current Medicaid reimbursement system is
modeled to ensure that the State always pays less for health care’services than
insurance companies or individuals who pay privately. |believe the State

already pays the least amount for the most healthcare that it possibly can.

Please consider, very carefully, the long-term effects of any actions you may
take in your efforts td reduce Medicaid expenditures.

Sincerely yours,



Bartlett Regional -Hospital

3260 Hospital Drive « Juneau ¢ Alaska 99801 « 907-586-2611

November 2. 2001

Senator Lyda Green
State Capitol. Room 125
Juneau. AK 99801-1182

Dear Senator Green.

It has come to my attention that you aie seriously looking to reduce Medicaid spending. 1
could not disagree more! You should be looking at ways to increase spending and ways to
make the current system more efficient.

At this point. Medicaid fails to pay their share of the cost of care. As a result, providers
are forced to shift the cost to individuals who have insurance. Talk to any provider,
physician or insurance company and they will tell you that the insured population has to
cover for the shortcomings of the Medicaid program.

Let me offer the following suggestions. Please look for ways to increase spending on
preventative care (breast cancer detection, low birth weight, mental health, programs that

help people teducc their drinking or help them to stop smoking.)

Please take the time to listen to the stories of the people who have been helped by Denali
Kid Care. The vast majority is trying to become self-reliant, but life has gotten in the

way.

Visit with a family who has a loved one in a long-term care facility. There is no way the
family could provide the level of caie that is required. There is also no possible way that
a family could pay for the care of someone who lives in a facility for a long period of
time.

Please pick up any article that focuses on the shortage of nurses and read about what is
going to occur in healthcare in the years ahead. Make every effort to find a way to
increase the progiams for educating nurses.

Please look at all of the money being spent pushing paper. Look for ways to computerize
and automate.

We don’t need you to cut spending; we need you to look at where we need more funding.

Sincerely,



Bartlett Regional -Hospital

3260 Hospital Drive * Juneau ¢ Alaska 99801 ¢ 907-586-2611

November 2, 2001

Senator Lyda Green
State Capitol. Room 125
Juneau. AK 99801-1182

Dear Senator Green.

It has come to my attention that you are seriously looking to reduce Medicaid spending. |
could not disagree more! You should be looking at ways to increase spending and ways to
make the current system more efficient.

At this point. Medicaid fails to pay their share of the cost of care. As a result, providers
are forced to shift the cost to individuals who have insurance. Talk to any provider,
physician or insurance company and they will tell you that the insured population has to
cover for the shortcomings of the Medicaid program.

Let me offer the following suggestions. Please look for ways to increase spending on
preventative care (breast cancer detection, low birth weight, mental health, programs that
help people reduce their drinking or help them to stop smoking.)

Please take the time to listen to the stories of the people who have been helped by Denali
Kid Care. The vast majority is trying to become self-reliant, but life has gotten in the

way.

Visit with a family who has a loved one in a long-term care facility. There is no way the
family could provide the level of care that is required. There is also no possible way that
a family could pay for the care of someone who lives in a facility for a long period of

time.

Please pick up any article that focuses on the shortage of nurses and read about what is
going to occur in healthcare in the years ahead. Make every effort to fmd a way to

increase the programs for educating nurses.

Please look at all of the money being spent pushing paper. Look for ways to computerize
and automate.

Woec donT need you to cut spending; we need you to look at where we need more funding.



November 1, 2001

Senator Lyda Green
600 East Railroad Ave.
Wasilla, AK 9964

Dear Senator Green,

As another legislative session kicks off and budgets are discussed, | wanted to share my
concerns with you about the continued Federal changes to the Medicaid program which tend to
shift costs to the State of Alaska and force some people out of medical care. The Medicaid
program has great value for all Alaskans, and ] ask for your help in preserving these critical
monies for those in need in our state. Unfortunately, what some people propose as cost savings
are really only cost deferrals and the costs tend to increase the longer they are deferred.

As you are aware, Alaska has one of the highest populations of uninsured and underinsured
ﬁeople in the nation. For this reason alone, Medicaid funding is imperative to ensure all Alaskans
ave access to aﬂproprlate healthcare services when they need it. But most importantly,
Medicaid dollars help ensure those who would normally fall between the cracks have access to

Services.

One key program that serves this purpose is Denali Kid Care. Denali Kid Care provides excellent

health insurance coverage for children and teens through age 18 for both working and non-

working families, and for pre(t;nant women who meet income guidelines. Funding cuts in this

program would cost the state substantlally more in the long term as primary
revention for these key populations would then be limited. For that reason, any cuts to
edicaid that would affect this essential program shojld be avoided at all costs.

Iwould also discourage cuts in any program that gives access to mental health, women's, or
home health care services: assisted living homes; or long-term care facilities. Children, women
and the elderl}/ are our most vulnerable populations and as a community we have a responsibility
to make sure he¥ have access to health care, especially preventive care that prevents costly
treatment in the future. | would urge /ou and the committee to work with the health care
providers in Alaska to find innovative ways to more effectively use what federal and state dollars
are available and try to offset some of the shortfalls with increased efficiency in our health care
system. This will be challenging work but working together, we can sometimes surprise

ourselves.

Your support of health care programs in Alaska throughout the years has been great(ljy , ,
appreciated, and | hope that you will continue to show your supp_ort by ensuring Medicaid monies
remain available to those in need. Spending money now invests in our future and shows that as
a state we remain committed to taking care of those most in need.

Sincerely,

Gene L O'Flara
Chief Executive



Bartlett Regional -Hospital

3260 Hospital Drive « Juneau «Alaska 99801 « 907-586-2611

November 2 2001

Senator Lyda Green
State Capitol, Room 125
Juneau, AK 99801-1182

Dear Senator Green:

| understand you are chairing a committee to pursue reducmq Medicaid
expenditures n our State. While Ia%ree with the concept of Tooking for
efficiencies in the administration of the Medicaid program, Ido not Support the
reduction of services covered under Medicaid.

| know of numerous low-income families and individuals in.my community who
would not otherwise have access to healthcare services if itwere not for
Medicaid. Healthcare is not a luxury; itis not an option; it is a necessity that all
members of our communities should have access to.

ExPanslon of Medicaid coveraﬂe in recent years to include Breast Cancer
Detection and Children’s health care to faniilies who otherwise wouldn't qualify
for Medicaid will reduce Medicaid costs in the long run. | applaud the State for
these efforts. Furthermore, the current Medicaid reimbuit> ,'ment system is
modeled to ensure that the State always pays less for health care’services than
insurance companies or individuals who pay privately. |believe the State
already pays the least amount for the most healthcare that it possibly can.

Ple-3se consider, very carefully, the long-term effects of any actions you may
take in your efforts td reduce Medicaid expenditures.



Bartlett Regional mHospital

3260 Hospital Drive « Juneau « Alaska 99801 « 907-586-2611

November 2 2001

Senator Lyda Gieen
State Capitol, Room 125
Juneau, AK 99801-1182

Dear Senator Green:

| am concerned about the unintended consequences of ceasing the Medicaid
funding for Denali Kids, Breast Cancer Detection, Mental Health, and Long Term
Care. | can understand how the savings In the short term would bé quite
appealing, but please consider the long-teim ramifica’; ons of such a decision.

This decision targets those people who are least likely to have the means and
skills to fend for Themselves. What could end up being very expensive for the
taxpayers might have been able to be nipped 'in the bud had funding been

available for prevention.

As a nurse, | have seen long and painful hospital stays because the individual
lacked the means to seek health care. The hospitalization cost is far more than
what an cfice visit with follow-up treatment would have cost. Where is the

sense in this?
Sincerely,

‘ftack  (hxhsi IM arA™r
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November 7, 2000

HVF Corporaton
v Senator Lyda Green
B 600 fast Railroad Avenue
FAX 007) & Wasilla, AK 99654
Bristol Bay Ana
il orerasation BY FAX AND E-MAIL
rtp\;ﬁ(lzntlin%JA
SOUT%SLM Dear Senator Green:

I I'm the Clinical Director of the Bristol Bay Area Mental Health
it Center in Dillingham. | write this, however, nof as their representative but
Pt as a Clinical Psychologist, licensed by the State of Alaska, who has
Sra practiced o: a professional for over 30years In 8 different community

ik mental health settings. |just learned of this hearing loday so my
o comments will be briefer, more discursive, than they would have heen
had Ihad more time.

Ooodnewt Bay .. . . . .

" Our clinic serves 33 Native Alaskan and Native American villages
o spread over an area of 40,000 square miles. These villages are :
Nere By essentially accessible onIK by olr. 'Because of the nature of

Karetak R/Isyc_hotherapy %_eograp and the culture of our clients, any number of

King Salon edicaid reﬁula jons rob them of services ond us of revenue. Since this is
Kokhenok an eleventh hour submission, I'l only discuss three Issues. Also, I'l only
Kollgaek discuss them from the standpoint of how the¥_ affect pchhotherapy.
Lowlock Clearly there are many more counterproductive rules that affect
Marokak psychiatric and case management services as well as psychotherapy.

Nakntk

FowJtuyshok ~ Simply put, the problems are: ga) We take the client's time filling
Sawhalen out irrelevant forms with him or her rather than using the time to provide
Nontiaron services, (b) We don't receive reimbursement for Critical services we do
gadopvg;y provide, (C) The rules don't take Into account our geography.

o We Waste the Client's time with Meaningless Activities
nadrum Medicaid requires that upon entering treatment and then every six
or -*P‘dja‘k months after that, we perform an ossessment for each client.. This isa

e IengthY formal process dor e with the client that can take as much as an

Togak hour. In addition, for clients who are severeli/]orl chronicall mentallg{ I,
il there is a second formal assessment as well that's done inifially and then
itk every six months. This one takes a minimum an hour of the clients time.

Topromote health
with competence,
a caring attitude &
cultural sensitivity
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would like to moke and what services the therapist will provide to help him/her make
these changes. Like the two assessments, this has to be done Initially and then every six

months.

~ There are any number of O[Jroblems with these requirements. Two of the most
obvious ore:_ (a) Study after stugy has shown half of all clients drop out of theraPy
before their fifth appointment. ('don't have the statistics for my clinic but a relatéd
measures suggests it's probablg the same for us as well.z This means anywhere from
twenty five t0 over fifty percent of a client's time is spent doing something other than
treatment, (b) So far as Ican tell, what they are doing Isto complete documents that
are totally unnecessary for treatment. The assessment that matters Is done by each
therapist n his or her own way; it's less invasive and time consuming than Medicaid
requirements. In terms of treatment plans, my hest guess is that most clients couldn't tell
you their contents two weeks after they're done. Ido know that many react wit!",
annoyance at having their time taken with this quasl-legol procedure. It seems out of
place inwhat, at best, isa human relationship, rother like a prenuptial agreement is.

We con 7BIill for Vital Services We Provide.

Medicaid only allows us to charge for traditional client-in-office service. For -
people we serve, however, there are alarge number of activities that provide a more
natural context tor psychotherapy. While we provide services in these settlngts we
can't bill fo. them. "Steaming and berry picking are examples. We also can hill for
psychotherapy over the telephone even thOUﬂ we do a lot of this with people in the
vil attyes and for those suicidal people who call us In crisis, often in the middle of the
night, who are too emationally disabled to wait for bankers" hours to come to our

office.
Medicaid Regulations ore Geographically Unfriendly

We aren't Anchorage or Austin. We're bush Alaska with very few professionals
attempting to help Reople n verY Isolated small villages spread over an area the size of
Ohio.” This means the problems [ve discussed so farare magnified ten-Hd. For
example, our professionals can only visit the villages every three months and for a brief
time. " This further means each client can only b seen for an hour or so each visit
Simple math then shows that half of our contact hours are spent doing treatment plans
or formal assessment and only half are devoted to therapy.  Ifwe seea client, say, four
hours a year at least two are s&ent, filling out forms. As another examﬁle, In the harsh
and close living conditions of the villages, crises preo_llc_tabIK occur, These crises must
be dealt with immediately and not when the next visit is scheduled. This means
extensive telephone work which Isn't reimbursed.

None of these problems are unsof/cble but all require a somewhat different
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mind-set. That IS, all can be solved if you don't assume providers are trying to cheat
the system or would waste money were they not subjected to strln%ent_ oversight. These
Problems could be solved were you to assume: (a) Those of us In the field know better
han bureaucrats what services and procedures are needed, (b) Rather than trying to
cheat the system, we're dedicated professionals who work for Wages much less than
we would make In the private sector because we care deeply about what we do. ((3
The problem with mental health services isn't that ther're overused and therefore nee
stringent oversight (assessments, elaborate and detailed treatment plans, etc.) to
eliminate waste. The problem is that these services are underused. Epidemiology tells
us many more people are disabled than seek services, Our own research, over and
over, shows peoRle leave treatment prematurely, within a month, rather than staym?
too fong. Everything we know suggests that tax dollars would be saved If Instead o
subsidizing an army of hureaucrafiC overseers, we took that money and paid for
services our clientsneeded.

Sincerely,

Bruce Allen, Ph.D.
Clinical Director

TOTAL P.03



Sent By: ALASKA WOMENS RESOURCE CENTER; 907 279 6754; Nov-7-01  5:41PM; Page 2/2

TCaal\oren"sReoure (ater

813 D Street ¢ *\tichorage, Afasba.o9501 ¢ (907) 276-0528 ¢ fa x (907) 279-6754

Medicaid Reduces Other Costs

During fiscal year 2001, Medicaid allowed over 150
Alaskan women and their children to access substance
abuse treatment with the Alaska Women’s Resource
Center. Approximately 151 children received “drug free
focused” activities and services, developmental screenings,
health care, and mental health services. Without Medicaid
assisting these families with their treatment costs, 140
children would be in the foster care system today at an
annual cost of over 6 million dollars.

Denali KidCare

During fiscal year 2001, the Alaska Women’s Resource
Center assisted 900 uninsured and/or low-income families
with applying for Medicaid through the Denali KidCare
Program. It is important to note that the entire family was
uninsured prior to Denali KidCare.

Privatization of Medicaid

Regarding privatization of Medicaid, the Alaska Women’s
Resource Center encourages an analysis of the existing
costs including the costs associated with the current private
processing of claims.



Senator Green and other members of the Senate HESS Subcommittee on Health Carc

¢+ I’'m DGA MD, a pediatrician in Anchorage. | atp a member of the Medicaid

«

Physicians Advisory Committee with representatives from the state medical oss’n and
medicaid officials that has been meeting for about 8years, and 1am the physician
representative to the Medical Core Advisor, or MCAC

We pediatricians (and the other pediatricians at our recent arinual meeting agreed to
let me speak for them on this) do deeply appreciate the Alaska Medicaid and Denali

Kid Care Programs

!
Our patients appreciate Medicaid and love DKC with it’s 6 month effectiveness and
the use of an ID card rather than coupons. ;

Physicians have been taught to strongly believe iij cost effective carc. It may not be
cheap, but it must not be wasteful

Health Care costs for healthy individuals Is really very inexpensive. 85% ofyoui
Medicaid dollars arc spent on those 15% of the Alaskan Medicaid clients who spend
more than $5000 per year. These arc mostly the elderly in nursing homes or the
chronically handicapped. Few, if any, of these expensive patients will ever get off the
Medicaid rolls. The other 85% of recipients receive medical carc that is not only less
expensive, but also very cost effective b e ca u i;...-Jonty of those 85% will become
productive members of society.

b

The state Medicaid program has been closely reviewed by your MCAC and that
conuttee’s recommcndcx»:on fust and foremost |S, to quote an old saying, "'it’s not
broken, don’t fix it”. A couple of areas to look at in our opinion would be first, since
the slate pays for disaster dental carc for adults It really makes sense to also ftind
some preventive care. Itis cheaper and therefore more cost effective. And second,
the payment for transportation charges needs a totajl review. Like, why arc we “fiscal
conservatives” insisting on paying top dollar for air flights because there is some
obtuse policy that tickets can only be purchased if they arc totally refundable. There
are also problems with cobs, buses, and other conveyances.

Now the federal government is proposing cost neutral Health Insurance Flexibility
and Accountability (HIFA) wavers that would allow coverage for more adults, but
only by subtracting the amount available to children and other current beneficiaries.
There will even be less total money to go around because the cost of developing this
rather complex program will also havo to come out bfthe cuitcnt Medicaid payments.
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¢ Wec pediatricians would say this is robbing from Peter to pay Paul. Give a little to the
kids two years ago, and take a lot of it back. Adding a co-pay or deductible will mean
many will go bare. This will not affect the non-working families, they will continuo
to get full coverage. It will only affect the families who have succeeded in working
ond earning enough to be above the poverty level. Working atjobs with no family
health insurance.

Bottom line, health carc is expensive, but the current Medicaid/DKC program IS cost
effective, the patients ARE appreciative of what they get, and the ones who benefit
from DKC seem to be trying to get off all st2v. I ; :rt. But they do have to take one
step at a time in order to successfully get to the finish line. This group needs a pat on
the back not a slap in the face and not anyone reaching into the poeketbook.

¢ Do you have any questions?

02
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