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Theodore R. Kulongoski, Governor

Date: 
April 16, 2009
To: 
The Honorable Senator Laurie Monnes Anderson, Chair

Senate Health Care and Veterans’ Affairs Committee

From: 
Carol Robinson, 

Interim Executive Director, Oregon Health Fund Board

Subject: Senate Bill 454 -2
Thank you for allowing us to testify in support of the proposed (-2) amendments for SB 454. At the Chair’s request, we have had several meetings and conversations with stakeholders to shape the amendments before you. We have had productive conversations and while we may not have wholesale agreement with all of our proposed amendments, we believe important middle ground was reached, and that the legislation before you will create important steps toward health care reform in Oregon. If the (-2) amendments are adopted, the health reform initiatives in SB 454 would:
1. Require all licensed health insurers and third party administrators to report on their covered lives by line of business (i.e. individual, small group, large group) by zip code to the Director of Consumer and Business Services annually. 

There is a lack of community level information about the number of commercially covered lives in Oregon. These data will serve as an “early warning system” by providing information about the growth or decline of commercial coverage at the local level. By understanding these aggregated trends, interested stakeholders can further evaluate their community health care system and design more effective initiatives to improve cost, quality and access. 
2. Require the development of uniform standards for eligibility verification, health care claims and payment and remittance advice for licensed health insurers in Oregon and allow the Director of the Department of Consumer and Business Services to adopt these standards by rule. 
Administrative expenses account for a significant percentage of total health care spending, and the money that can be saved by creating standard forms and processes will be shared by the payers and the providers of health care alike.   An informal survey of insurance companies conducted last week indicated that without exception, the majority of phone calls to customer service representatives are initiated by provider offices, relating to eligibility or billing questions.  Increasing the use of electronic transmission of forms will also yield tremendous savings, and  the CMS requirements for electronic transmission of Medicare claims has paved the way for states to expect improvement in this area.  Reform efforts in Minnesota have projected significant savings (2008-2012 are $215 million) through a standardization of administrative transactions between providers and payers. Based on Minnesota’s methodology, Oregon can reasonably expect to save over $400 million over ten years if similar standards were adopted. 
3. Require public disclosure and engagement by hospitals and ambulatory surgery centers (ASC) about capital expenditures, including construction and medical technology. 
There have been over $1 billion in hospital construction projects in Oregon since 2003.  Advances in medical technology account for a major portion of the increase in health care spending. Some researchers estimate more than 50% of spending increases can be explained by changes in the use of technology. Technology spending trends are influenced by both substitution and expansion. A new technology can be substituted for either a higher- or lower-cost alternative, although research shows us that even a lower-cost new technology doesn’t reduce health care spending, as the substitute technology will almost always result in expanded use.  The take-away from this is that no matter if the purchase price of new technology is more expensive or less; usage will almost always increase.
These capital expenditures contribute to the cost of health care that are ultimately passed on to the payers of health care. Since these projects have a direct impact on premiums paid by the community served by the hospital or the ASC, these facilities should actively engage their community who ultimately pay for many of these projects. The reporting proposed would include construction projects and significant purchases of diagnostic and therapeutic equipment for hospitals and ASCs. 
Working with OAHHS, we settled on using a percentage of gross patient revenue (GPR) to respect the wide variation in GPR between the various hospital types in Oregon. The five-year average GPR of Type A hospitals (rural hospitals with less than 50 beds) was $32 million and for DRG hospitals (urban hospitals with greater than 50) was $387 million. With this greater than ten-fold variation, a flat dollar amount differentially impacts smaller, rural hospitals. For example a $2 million threshold is over 13% GPR for a Type A but less than 1% of GPR for a DRG. The percentages in the -2 amendments allows for some equity of reporting dependent on the amount of revenue and the dollar amounts projected under the proposed methodology place Oregon in line with many other state requirements for construction projects.  
The reporting program would require hospitals and ASCs to post or publish the information about these projects on their websites in prominent locations and facilitate community feedback about the expenditure. The intent is to allow some flexibility for facilities to engage their communities the way they know best but also requiring a process to be publicly documented to improve transparency about cost increases at the community level. We believe that this public engagement is an important step to engage communities on capital expenditures that their health care facilities are making that could ultimately be passed on to the payers of health care.
Additionally, OHPR would then post a regional accounting of reported expenditures on its website, providing the ability to track construction and equipment spending in a more organized and comprehensive manner and providing transparency of spending at the community level.
In addition, here are sections of the original bill which if the (-2) amendments were adopted would be deleted. After discussions with stakeholders we believe these concepts are being appropriately addressed in other legislation. Specifically, Section 5 changes how DCBS receives information about and approves administrative expenses in its rate review and approval process. This concept is being worked on by DCBS and interested stakeholders at the request of the House Committee on Consumer Protection. The intent of section 6 is to understand and evaluate payments for health care services made by licensed health insurers and third party administrators to providers. This work will not be necessary as it can be accomplished through the all-payer, all-claims reporting program in SB 453 heard by this committee. In conclusion, we believe that through productive workgroup discussions and the amendments before you, SB 454 will be a valuable tool to improve efforts to understand local conditions in commercial insurance coverage,  to improve capital expenditures transparency in local communities, and to control costs by reducing inefficiency in health care claims administration. 

Thank you for your time. We are happy to answer any additional questions you may have. 
Sincerely,
Carol Robinson


Jeanene Smith MD, MPH
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