
Call to 
at 

MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
51st LEGISLATURE - REGULAR SESSION 

COMMITTEE ON HUMAN SERVICES AND AGING 

Order: By Stella Jean Hansen, on January 
3:00 p.m. 

ROLL CALL 

27, 1989, 

Members Present: All 

Members Excused: None 

Members Absent: None 

Staff Present: Mary McCue, Legislative Council 

Announcements/Discussion: None 

HEARING ON HB 282 

Presentation and Opening Statement By Sponsor: Rep. 
Strizich stated that this bill was an act creating a 
detention center standards commission; authorizing the 
commission to adopt standards for detention centers and 
temporary detention centers; providing for 
implementation of standards for detention centers and 
temporary detention centers. Rep. Strizich also stated 
that this legislation arises out of an awareness that 
jails in Montana are faced with 21st century problems 
with 19th century facilities. The bill will create a 
nine member commission and the bill identifies 
standards in three primary areas which relate to the 
running of a jail. These include standards for 
detention facility maintenance, detention center 
operation and detention center design. Exhibit 1. 

List of Testifying Proponents and What Group They Represent: 

Don Crabbe, Montana Board of Crime Control 
Bill Fleiner, Montana Sheriff's and Peace Officers 

Association 
Howard Gipe, Flathead County Commissioners Office 
Mark Murphy, Assistant Attorney General 
Wally Jewell, Montana Magistrates Association 

List of Testifying Opponents and What Group They Represent: 

None 



Testimony: 

HOUSE COMMITTEE ON HUMAN SERVICES AND AGING 
January 27, 1989 

Page 2 of 8 

Don Crabbe supports this bill and stated that the role of 
the Commission acted as a task force which researched 
other states in regards to the statutes which they had 
developed regarding standards for detention facilities. 
Exhibit 2. 

Bill Fleiner supports this bill on behalf of the Montana 
Sheriff's and Peace Officers Association. 

Howard Gipe supports this legislation and said that 
standards for jails were practically non existent. 

Mark Murphy supports this bill and stated that the standards 
for jails are being set on a national level. An 
opportunity to upgrade and meet a set of national 
standards that are being developed currently and the 
committee which will be developed would be able to meet 
with the problems which now exist. 

Wally Jewell supports this bill and supplied written 
testimony in Exhibit 3. 

Questions From the Committee: Rep. Simon asked Rep. 
Strizich if there were currently no federal guidelines 
or standards that would "be applicable that local jails 
could look towards rather than having a state 
commission and Rep. Strizich stated that there were 
many suggested standards but a solid set of standards 
for Montana is what is needed. Rep. Simon then 
questioned that fact that members of the commission did 
not appear to have the expertise in construction to be 
able to put together the kind of standards which were 
necessary for this type of legislation and Mr. Fleiner 
stated that when the commission was established they in 
turn could then make this feasible. Rep. Simon then 
asked Mr. Murphy stated that if the standards were 
developed and then a jail is built according to those 
standards and later it was determined that those 
standards were not adequate, does the state then assume 
a level of responsibility for the correction of those 
inadequacies in the standards and Mr. Murphy stated 
that the local government is responsible for 
maintaining an adequate facility. 

Rep. Lee asked Mr. Murphy how many staff would be envisioned 
and Mr. Murphy stated that there would be four; Rep. 
Lee asked there would be federal funding for this 
project and Mr. Murphy stated there would not be. 

Rep. Blotkamp asked Rep. Strizich how many jails needed to 
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be upgraded and Rep. Strizich stated that Yellowstone 
County, Lewis and Clark County, Flathead County, Fort 
Benton and Shelby. 

Rep. Boharski asked Mr. Crabbe questioned the federal grant 
for funding for the first two years and Mr. Crabbe 
stated that the money which was received was funding 
for the task force that put the piece of legislation 
together, not to fund the development of the standards. 
Rep. Boharski asked Rep. Strizich the amount quoted on 
the fiscal note and he stated that it was $151,600.00 
for 1990. Rep. Boharski asked Mr. Crabbe if the 
statutes already existed in the present legislation and 
if new legislation was necessary and Mr. Crabbe stated 
that the Board of Crime Control did not develop 
standards for jails. 

Rep. Good asked Rep. Strizich if the commission did become a 
reality, will this not in effect tell the voters that 
regardless of what was wanted to come into compliance, 
this is what you will have to do - is this going to 
force the hand of the people in the local communities 
and Rep. Strizich stated that these requirements of the 
Constitution and current case law. 

Closing By Sponsor: Rep. Strizich closes on the bill. 

HEARING ON HB 382 . 

Presentation and Opening Statement By Sponsor: Rep. Hansen 
stated that this bill was an act providing that it is a 
violation of the Montana Unfair Trade Practices and 
Consumer Protection Act for a health care provider to 
refuse medicare assignments: requiring posting of this 
law in the place of business of each health care 
provider. 

List of Testifying Proponents and What Group They Represent: 

Doug Campbell, Montana Senior Citizens Association 
Manual Weiner, Massachusetts Senior Action Council 
Elsie Lee 
Dick Brown, Montana Senior Citizens Association 
Elmer Foth, Montana Senior Citizens Association 
Tim Harris, Independent Living Center 
John Den Herder, Disabled American Veterans 
Virginia Jellison, Montana Low Income Coalition 
Don Judge, AFL-CIO 
Brenda Nordlund, Montana Women's Lobbyists 
Nadine Jensen, Montana State Council Nine 
Ann Pruanoski, Montana Alliance For Progressive Policy 
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Sam Ryan, Montana Senior Citizens Association 
Mike Sherwood, Montana Trials Lawyers Association 
Ed Sheehy, National Association of Retired Employees 
Earl Riley, Montana Senior Citizens Association, 

Exhibit 8 
Willa Evans, Roundup Senior Citizens 
Jo O'Leary, Harlem Legacy Legislator 
Altha Van Aken 

List of Testifying Opponents and What Group They Represent: 

Van Kirke Nelson, M.D., Montana Medical Association 
Carol Erickson 
Ronald V. Loge, M.D., American Board of Internal 

Medicine 
Kenneth Eden, M.D. 
Jerry Loendorf, Montana Medical Association 
John McMahon, M.D., Montana Medical Association 
Jim Aherns, Montana Hospital Association 
Bill Leary, Governor's Advisory Council 
Leona Tolstedt, Montana Medical Association 

Testimony: 

Doug Campbell supports this bill and states that this 
legislation is necessary because over the past seven 
years, the doctors fees for medicare patients have gone 
up more than twice the rate of inflation. Medicare 
premiums and supplemental premiums have taken 
considerable increases. Exhibit 4. 

Manual Weiner supports this bill and states that the 
Massachusetts Senior Action Council is primarily 
responsible for the law that prohibits physicians for 
bill their medicare patients more than the reasonable 
fee as determined by medicare. Exhibit 5. 

Elsie Lee supports'this bill and spoke of the Mont-Share 
program which was- recently initiated in Great Falls. 

Dick Brown supports this bill and spoke of the over charging 
by physicians. Mr. Brown also spoke of means testing. 

Elmer Foth supports this bill and said that the senior 
citizens needed controls and guidelines to function in 
the best interest in the majority of the people. 

Tim Harris supports this bill and stated that the Montana 
Independent Living Center provided the necessary 
support and direct services to individuals with 
disabilities to allow each person to live as 
independently as possible. Exhibit 6. 
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John Den Herder, a proponent of this bill, states that he is 
a retired health care surveyor and feels that it would 
be beneficial to have providers accept assignment. 

Virginia Jellison supports this bill and' stated that this 
bill is one of our priorities in our legislative 
package. Exhibit 7. 

Don Judge is a supporter. 

Brenda Nortlund, supports this bill. 

Nadine Jensen supports this bill. 

Ann Prounoski supports this bill. 

Sam Ryan supports this bill. 

Michael Sherwood supports this bill. 

Ed Sheehy supports this bill. 

Earl Riley supports this bill and supplied Exhibit 7. 

Willa Dale Evans supports this bill. 

Jo O'Leary supports this bill. 

Alpha Van Aken supports this bill. 

Earl J. Reill and Richard Brown supplied written witness 
statements. 

Van Kirke Nelson, M.D. opposes this bill and states that he 
is a non participating physician and also said that 
most physicians will continue to provide care to all 
patients. Dr. Nelson also said that the Massachusetts 
fee schedule, even with compulsory mandatory assignment 
is greater that Montana and mandatory assignment is not 
in the best interest of the citizens of Montana. 
Exhibit 8. 

Carol Erickson opposes this bill and stated that she was the 
administrator of the Missoula Medical Oncology Clinic 
and stated that there was a very reasonable alternative 
being proposed by the Montana Medical Association. She 
said that her clinic fully supported the Mont-Share 
Program and would be happy to take assignment in a 
charitable way for elderly persons on fixed incomes who 
have no other means to pay for their services. Exhibit 
9 
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Ronald V. Loge, M.D., opposes this bill and states that most 
people do not understand the complexities of medicare 
regulations and that they are receiving a discounted 
service and are being undercharged by Montana 
physicians. ~xhibit 10. 

Kenneth Eden, M.D. opposes this bill and does accept 
medicare assignment on all patients and does not 
address this issue out of personal adverse. Dr. Eden 
stated that this bill identifies entirely the wrong 
enemies. It is an oversimplified answer to a very 
complex problem which has the potential for many more 
adverse affects than beneficial ones. 

Jerry Loendorf opposes this bill and addressed the issue of 
overcharging. Mr. Loendorf then explained a flow chart 
for medicare payment to physicians. 

John McMahon, M.D. opposes this bill and states that it is 
exceptionally difficult to suggest that your interests 
are not the same as the senior citizens when you are 
just a very few years away from being a senior citizen. 
There are some very poor assumptions that have been 
made and have been passed on to many seniors. 

Jim Aherns also opposes this bill and said that what we have 
in Montana is a very fragile situation in rural 
America. Mr. Aherns spoke of the status of hospitals 
and the fact that they were greatly intertwined with 
the physician availability. 

Bill Leary neither proposes nor opposes this bill but stated 
that the Governor's Council made no recommendation 
regarding the support of opposition to the medicare 
physicians assignment. Exhibit 11 

Leona Tolstedt opposes this bill. 

Questions From the Committee: Rep. Knapp asked Mr. Campbell 
why shouldn't someone pay his full bill if he can 
afford to do so and Mr. Campbell stated the fact of 
means testing. 

Rep. Brown asked Mr. Campbell about physicians in the rural 
areas leaving the state if the bill were passed and Mr. 
Campbell said that a survey had been taken in the rural 
areas of the physicians and 54% accepted assignment 
against 20% of the doctors statewide. 

Rep. Boharski stated to Mr. Weiner the one of the opponents 
to this legislation that currently in Massachusetts 
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with their mandatory medicare assignment legislation 
that a senior citizen would pay more than the senior 
citizen in Montana would pay and Mr. Weiner said that 
the senior citizen would pay more for out of pocket 
costs. Rep. Boharski said that if a patient went in 
for a procedure that there was an established grade 
under medicare the overcharge or the 20% required in 
Massachusetts was more than were standard paying now in 
Montana without medicare and Mr. Weiner said that the 
doctor referred to the fact that medicare had different 
charges and that in Massachusetts the payments were 
higher than in Montana. The patient in Massachusetts 
would pay less than a state with mandatory assignment. 
Dr. McMahon said that the average amount of excess 
charge per claim is $33.22 in Massachusetts in 1987 and 
in Montana it is $28.36. The average amount of co­
payment is $28.17 and Montana's is $21.51. The 
physicians in Montana have gone overboard in attempting 
to keep down the cost to the patient. 

Rep. Squires asked Dr. McMahon about the diagnostic related 
groupings and Dr. McMahon said that they were strictly 
related to hospital charges. 

Rep. Simon asked Dr. McMahon why there were different 
amounts charged between a new doctor in the area and a 
doctor which had been here longer and Dr. McMahon said 
that it was true. Rep. Simon then stated to Dr. 
McMahon that he as a physi6ian that has been in 
practice for longer and has more experience, might be 
allowed to charge under medicare, less than a young 
doctor. Dr. McMahon stated that this was true as of 
two years ago and then the federal government mandating 
that a new person could not charge any more than the 
50% Rep. Simon then asked Mr. Campbell about any 
assignments or every assignment and Mr. Campbell said 
that all accept medicare assignment. 

Rep. Blotkamp asked Ms. Erickson about the battleground 
needing to be at the federal level and not at the state 
level and Ms. Erickson said yes it would. 

Rep. Lee asked Mr. Campbell if the AARP supported this 
legislation and Mr. Campbell said that he did not. 
Rep. Lee then asked the same question of Dr. Loge and 
he stated that AARP was opposed to state legislation 
that would mandate assignment because of their fear for 
their constituents of lack of access to care. 

Closing By Sponsor: Rep. Hansen closes on the bill. 
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ADJOURNMENT 

Adjournment At: 5:30 p.m. 

SJH/ajs 

2707.min 



DAILY ROLL CALL 

HUMAN SERVICES AND AGING COMMITTEE 

51st LEGISLATIVE SESSION -- 1989 

Date January 27, 1989 

------------------------------- --------- -- -----------------------
NAME PRESENT ABSENT EXCUSED 

Stella Jean Hansen 
~. 

Bill Strizich t/ 
Robert Blotkamp II 
Jan Brown / 

Lloyd r~cCorrnick 
.,// 

Angela Russell \// 

Carolyn Squires J 
Jessica Stickney II 
Timothy Whalen ) 
William Boharski ~/ 

Susan Good \/ 
Budd Gould ,/ 

Roger Knapp I 
I I ./ 

ii' 
Thomas Lee t/, 

! 
Thomas Nelson \ .' . 
Bruce Simon ,.j 

CS-3!9 



JAIL RECODIFICATION COMMITTEE 

J. L. 'Pete' 
Teton County 
Teton County 
Choteau, MT 

Howard, Chair 
Sheriff 
Courthouse 
59422 

Greye Verstraete 
ACLO of Montana 
P . O. Bo x 3012 
Billings, MT 59103 

Rick Ross 
Jail Administrator 
Yellowstone County Courthouse 
Billings, MT 59107 

Dwight McKay 
County Commissioner 
Yellowstone County Courthouse 
Billings, MT 59107 

Bob Ash, Sheriff 
Rosebud County Sheriff's Dept. 
Rosebud County Courthouse 
Forsyth, MT 59327 

Hon. Thomas McKittrick 
District Junge 
~ighth Judicial District 
Cascade County Courthousp 
Great Falls, MT 59401 

Honorable Delwin Gage 
State Senntor 
P • 0 • Bo x 1 0 2 7 
cut Bank, MT 59427 

Hon. Rex Manuel 
State Representative 
RR I, Box 42 
Fairfield, MT 59436 

Joe Gottfried 
County Commissioner 
Toole County Courthouse 
Shelby, MT 59474 

Jim Brown 
Dept. of Administration 
Buildings Codes Division 
1218 East 6th Ave. 
Hplpna, MT 59620 

Sam Murfitt 
Dppt. of Health and 
Environmental Services 
Cogswell Building 
Helena, MT 59620 

Mark Murphy 
Assistant Attorney Genpral 
Room 239 - Justice Building 
215 North Sanders 
Helena, MT 59620 

John Connor, Jr. 
County Attorney 
Jefferson County Courthouse 
Boulder, MT 59632 

Jim Nugent 
Missoula City Attorney 
20] N. Spruce 
Missoula, MT 59802 

Ted Stolfus 
Jail Administrator 
Flathead County Courthouse 
Kalispell, MT 59901 

Mr. Dave Gliko 
City Attorney 
civic Center Building 
G rea t Fa lIs, ~1 T 5 9401 

Daniel D. Russell 
Dept. of Institutions 
Corrections Division 
1539 Eleventh Ave. 
Helena, MT 59620 

EXHll31T I __ 
DP\T[~_~_~t-'­
HB_,1I;!':.-.---



MONTANA JAIL FACTS 

~ I • 45 JR IlS RND 8 72 HOUR HOLDS 

2. 1,071 JRIL CELLS RND 54 HOLDING CUU 

3. OLDEST OPERRtlNG JAil BUilT IN 1881 

4. AUERRG[ HRV IN JRILS IS RBOUT 1 WEE~ 

5. SlRTtWID[ ON I DRV THEAE WER[ 432 INMRTES 

6. BI5~ AR[ MRLES 

7. THE MEDIAN AG[ IS RBOUT 21 VrARS OLD 
:r-

8. 68~. RR[ LOCAL (COUNTY) RUID[NTS 

SOURCE: MONT ANA BOARD OF CRIME CONTROL 

D/i Tr:..-.I" .::l7~L'l.._ .. _ 
JiB ,,;tg~ __ ... ___ . 
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SINGLE DAY JAIL INMATE COUNT --Statewide 
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NINE COUNTY JAILS--1984 
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LENGTH OF STAY 
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DETENTION CENTER STANDARDS 

Suggested Amendments to House Bill 282: 

Amendment #1: Change Section 1 reading "certain minimum 
s tan da rd s 0 f co n s t ruct i on , " to _"..:=c:..!:e~r=-t:::..a~i~n!..-~m~i~n ..... i~m~u:!..:rn~~d~e,,-,s:::...l::::..· g.:;l..!..!.n 
standards.". 

Amendment #2: Change Section 3(4) (d) reading "two sheriffs;" 
to "one sheriff;". 

Amendment #3: Add a new section 3(4) (i) "one police chief." 

Amendment #4: Change section 8 heading reading "Construction 
standards." to "Design Standards." 

Amendment #5: Change Section 8(2) reading "review to 
determine compliance with adopted standards" to "verification of 
compliance to design standards." 



WITNESS STATEMENT 

NAME --=:;....;W;.....4-.;,.,.-LL~t{_\:...t..r.x::JeuJ~~t;..;..( __ W" ilit?r H B 2 62-
--------~~-------

ADDRESS 520 ~~A-c< --d=t:?'-l.-':J"'/tJ40., JUT 
WHOM DO YOU REPRESENT? Mo~ ;f)ku/~~ Atf:~ 
SUPPORT (j;) OPPOSE A.J.'1.END (£J 
COMMENTS: We. ~ IA.#',PO if tfi3:2tt3 ~ 4 i=tIt':£ 

(!.,I!. c-?t7ZoAl ()I= 4 ~e7CV77tJJ ~77bV<1M--<lS 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

Form CS-34A 
Rev. 1985 

['''Pt',"!- ~ 
1\1 !I! ..... j l_~_. ___ _ 



WHAT IS MEDICARE ASSIGNMENT? 

The examples helow are for the same medical procedure from a 
doctor who accepts Medicare assignment and one who does not. 

DOCTOR ACCEPTS ASSIGNMENT 

MEDICARE APPROVES $600 

DOCTOR'S BILL $600 --
MEDICARE PAYS 80% $480 

YOU PAY "20% $120 

DOCTOR DOES NOT ACCEPT ASSIGNMENT 

MEDICARE APPROVES $ 600 

DOCTOR'S BILL $1000 
MEDICARE PAYS 80% $ 480 

YOU PAY 20% PLUS ALL 
CHARGES aVER WHAT MEDICARE 
APPROVES $ 520' 

EXH!BIT _,, __ _ 

D!\TC_l.~·_.:J_~t-'­
HB .3 f.:l 



1406 J 443·5341 

iln11tu11u ~r11tnr QltttZPU5 l\~511., 1111(. 
WITH AFFILIATED CHAPTERS THROUGHOUT THE STATE 

P.O. BOX 423 - HELENA. MONTANA 59624 

..o(~0 

MSCA: DOUG CAMPBELL TESTIMONY FOR HB 382 

This legislation is necessary because over the past seven 
years doctors fees for Medicare patients have increased at more 
than twice the rate of inflation. Medicare premiums and 
supplemental insurance premiums have gone up sharply this year. 

Medicare which was originally supposed to take care of 75% 
of seniors health costs now covers only about 45%. 

In 1980 seniors spent 12% of their income for health care 
and in 1988 it was 18%. 

Seniors meclian income in 1986 was $8,154 and for sAnior 
women it was $6,425. MontanaOs physicians median income in 19B7 
after all expenses and hefore taxes was over $71,000. 

Mandatory assignment was one of the five priority hills of 
the 1988 senior Legacy Legislature and one of the ten legislative 
priorities of the Governoros Advisory Council on Aging. 

If this is a priority, issue for MontanaOs 100,000 plus 
seniors it would be harci to believe that the legislature woulci 
put the financial interests of 1300 physicians ahead of thA 
interests of 100,000 seniors, most of whom live on very modest 
fixed incomes. 



COITHTlOnwealttl of Massachusetts 

Board of Registration in Medicine 
Ten West Street 

Boston, Massachusetts 02111 

(617) 727-3086 
ANDREW G. OODNAR. M.D .• J.D. 

CH"'RI.4AN 

BARBARA NEUMAN 
EXECl!TM OIRECTOR 

An Agency within the Executive Office of Consumer Al1alrs and Business Regulation 

Medicare Balance BI.I.llng law 

Fact Sheet 

['.'L'r'~··- ~ -.~II'\.· .• i .. ~ .\.-1 ....... . 

o In October, 1987, the United States Supreme Court let stand Massachusetts' 
first-In-the-nation law (Chapter 475 of the Acts and Resolves of 1985) prohibitirtg 
physicians from billing Medicare beneficiaries in excess of "reasonable charges" 
established by the federal program. 

o Earlier in March, the United States Court of Appeals unanimously affirmed the 
decision of U.S. District Court Judge Robert E. Keeton upholding the 
constitutionality of the state statute. The Massachusetts Medical Society and the 
American MedIcal Association had challenged the provisions of the Medicare 
Balance Billing law, which the legislature passed In October, 1985. 

o Balance billing refers to the physician billing a patient In excess of the Medicaro 
"reasonable charge." The patient must stili pay 20% of the "reasonable charge." 

Exampl~: Physician's usual charge: $150.00 
Medicare "reasonable charge": $100.00 
Medicare pays: $ 80.00 
Patient pays: $ 20.00 

The physician may not charge to or collect from the patient the $50.00 
difference between the "usual charge" ($150.00) and the Medicare 
"reasonable charge" ($100.00). 

o The Board' Medicare Balance Billing regulations, 243 CMR 2.07 (15), state: 

Effective April 20, 1986, If a licensee accepts for treatment a beneficIary of 
health Insurance under Title XVIII of the Soc/a/ Security Act (MedIcare), 
the licensee shall not charge to or col/ect from such beneficiary any 
amount In excess of the reasonable charge determined by the UnIted 
States Secretary of Health and Human Services. 

o The Board's regulations also permit Medicare patients to file complaints against 
phYSicians who violate the law and allow the Board to impose a sanction on 
those violators commensurate with the severity of the violation. 

Marlen J. Ego. J.~ .. Ed.D. 
\II"" ell.lrman 

• 

RAlph A. Oelorllng. Jr .. M.D. 
Pl1Y"cllln Mflmo.,r 
I " .!",.' . ~ , .'~ ." .... 

(continued) 

Melinda Milberg. Eeq. 
Public M"mtJer 
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.13 C~kuuu:1I/ Y~e4 ~o4Wv~ ~. 02111 
MICHAELS. DUKAKIS 

GOVERNOR 

PAUL J. L ANZIKOS 
SECRElARY 

Mr. Manny Weiner 
119 Pleasant st. Apt. 6 
Arlington, Mass. 02174 

Dear Manny: 

January 9, 1989 

I am writing to you in behalf of Lhe Executive Office of Elder J\ffairs 
regarding Chapter 475 , Ban on Balance Billing. 

With the enactment of Chapter 475 of the Acts and Resolves of 1985, 
Massachusetts elders are now protected from Medicare Balance Billing. The 
law went into effect April 20, 1986. 

The initial concerns that physicians would leave the state to practice 
elsewhere and elders would have a difficult time finding care have not 
materialized. In fact, the number of physicians who have contracted with 
Medicare in Massachusetts has increased since enactment of Chapter 475. 

The Executive Office of Elder Affairs (the State Unit on Aging) has 
received no complaints regarding the inability to access care due to Chapter 475. 

If you have 
Kathy Glenzel of 

PJL:KG/m1 

any questions or require additional-in·ormation, 
my staff @ 617-727-7750 ext .. (~. 

. Si~cere1y, 

please contact 

\,,~ C 
Paul J. Lanzikos 



110NTANA INDEPENDENT LIVING PROJECT 

38 South Last Chance Gulch 
Helena, Montana 59601 

January 27, 1989 

RE: House Bi 1 1 382 

(406) 442-5755 
Toll Free 1-800-233-0805 (VOICEITDD) 

I am Tim Harris and I am employed with the Montana Independent Living 

Project as a Community Development Specialist. The role of our indepen-

dent living center is to provide the necessary support and direct services 

iii top e 0 pie wit h dis a b iii tie s t 0 a I I ow e a c h per son t 0 1 i ve a sin d e pen den t I y 

.. 

.. 

.. 

.. 

.. 

.. 
• 

• 

.. 

-

as possible . 

Some that we serve (consumers) are on Social Security Disability Insurance 

and are covered by Medicare. They are also on fixed incomes and generally 

do not qualify for Medicare supplemental insurance because of age nor, 

since they are disabled, for individual health insurance. Some qualify 

for state medical or Medicaid but many are over income for that benefit . 

That means any doctor-related charges above assignment come out of pockets 

already substantially thinned by costs of day to day living • 

Al I of us are concerned with the rising costs of health care. Somehow, 

those costs must be controlled by the efforts of each one of us. House 

B ill 382 i san at temp t to he I pan d the Mo n tan a I n d e pen den t L i v i n g Pro j e c t 

supports its passage • 

Thank you. / . 

{l(;;ff A /,. A II ~ ~ 
Tim Harr'i~FU/( 
Community. Development Specialist 

EXHiBIT_(P_. __ 

D/\T[_'-~_~_~L!l._ 
.HB_~ $.o...;:'.;;l"'-__ _ 
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P.O. BOX 1029 ~ 
HELENA, MONTANA 59624 
(406) 449-8801 
(406) 443-0012 

TESTIMONY IN SUPPORT OF H.B. 382 
BEFORE THE 

BUITE 
COMMUNITY UNION 
113 HAMILTON 
BUTTE 59701 • 782·0670 

BOZEMAN 
HOUSING COALITION 
226 EAST KOCH 
BOZEMAN 59715' !.87·3736 

CONCERNED CITIZENS 
COALITION 
82S THIRD AVENUE SOUTH 
GREAT FAllS 59402' n7·9136 

LAST CHANCE 
PEACEMAKERS COALITION 
107 WEST LAWRENCE 
HELENA 5%01 • 4-4!H!680 

LOW INCOME 
SENIOR CITIZENS ADVOCATES 
BOX 897 
HELENA 59624· «3-1630 

MONTANA ALLIANCE FOR 
PROGRESSIVE POLICY 
324 FUllER 
HELENA 5%01 • «3·n83 

MONT ANA LEGAL SERVICES 
EMPLOYEES ASSOCIATION 
801 N, MAIN 
HElENA 59801 • «2·9830 

MONTANA 
SENIOR CITIZENS ASSOCIATION 
BOX 423 
HELENA 5962A • 4-43·53Al 

MONTANANS 
FOR SOCIAL JUSTICE 
06 NORTH JACKSON 
HELENA 59G01 • «9-3140' 227·8694 

POWELL COUNTY 
NEIGHBORHOOD 
SUPPORT GROUP 
BOX 342 
DEER LODGE 59n2· 8-16-3437 

HOUSE HUMAN SERVICES AND AGING COMMITTEE 

Madam Cha irperson and Comm i ttee Members: 

My name is Virginia Jellison; I'm the Lobbyist for the 
Montana Low Income Coalition. The Coalition is 
comprised of several member based groups, of which one 
represents senior citizens. We are particulary 
concerned about low income seniors, who live on fixed 
incomes and are faced with a daily struggle to make 
ends meet. 

For people, who's only income is Social Security and/or 
a small pension, the high cost of medical care is 
particularly troublesome. 

One of our most valued resources are our seniors, who 
have contributed to Montana's economic and social well­
being for the majority of their lives. They have 
supported us, when we w~re all children, through their 
work and their contributions to culture and art as they 
continue to do so in the autumn of their years. 

We are a benevolent society that truly cares for its 
mature people and the Medicare program has been 
established to ease the burden of health care costs 
from our seniors. Unfortunately, some health care 
providers charge more to seniors than the accepted 
Medicare rate, even though the Medicare rate is based 
on a fair system. 

Because seniors have an adversion to accumulating debt 
and are usually very frugal people, they will do 
without neeaed medical care and become very stressed 
when ill and unable to pay medical bills. Many 
seniors will cut their dosage of medicine or not take 
it at all and often are reluctant to practice 
preventive medicine, putting off needed surgury or 
treatment because they are afraid of medical bills 
accumulating. We thought we had the problem solved 
when Medicare was established only to find the health 
providers increasing the cost to seniors by not 
accepting the Medicare rate for full payment. 

M L I C sup p 0 r t s H • B • 3 8 2 be c au s e i t re qui res he a 1 t h 
providers to accept the Medicare asignment. We urge 
the Committee to vote for a do pass for H. B. 382. 
Thank you. 
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MONTANA 
2021 Eleventh Avenue • Helena, Montana 59601-4890 

Telephone (406)443-4000 or In-State 1-8OQ-MMA-WATS (662-9287) 

FAX (406)443-4042 

MEMORANDUM 

TO: ALL MONTANA LEGISLATORS 

FROM: MONTANA MEDICAL ASSOCIATION 

MEDICAL 
ASSOCIATION 
January 27, 1989 
Friday 

THE FACTS ABOUT MANDATORY ASSIGNMENT (participation) VERSUS 
ASSIGNMENTS ON A CASE BY CASE BASIS (nonparticipation). 

On Monday, October 3, 1988, a vitriolic attack against Montana 
physicians appeared in most Montana dailies, the attack by a 
senior citizens group calling themselves "Citizen Action." 

This release stated that the 81% of Montana physicians who do 
not accept assignment (on a case by case basis) had excessively 
billed their patients 10.2 million dollars, or $28.36 per claim, 
which they advised totaled 360,187 claims. Interestingly, they 
admitted in the article that the average national overcharge was 
$38.11. 

Massachusetts, "the cradle of liberty," with legislated 
mandatory assignment, was singled out as the best state because 
only 3% of Massachusetts physicians over billed, even though 
they admit that Massachusetts physicians receive more money for 
services rendered than do Montana physicians, even after 
mandatory assignment. 

They state "among Montana physicians, 19.9% have agreed to abide 
by fee schedules established by Medicare, which ranks Montana 
forth-ninth among the states based on percentage of physicians 
who have agreed to do so with only Idaho at 14.9% and the high, 
Alabama, with 73.5%. Massachusetts, by legislative action, made 
participation in the Medicare assignment program mandatory 
though only 45.9% voluntarily agree to be "participating 
physicians." Since that time, one-third of Massachusetts 
physicians have left the state, have terminated practice, or are 
planning to do so with many physicians terminating services 
because compensation no longer covers the cost of providing that 
service. E)~H!3IT_ I _. ". 
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In the Citizen Action release of October 3, 1988, they admit 
that every senior citizen in the United States, those over age 
65 who are participating in Part B of Medicare, pay the same 
monthly premium of $24.80 after a deductible of $75 and 20% of 
the Medicare approved fee for each claim. Medicare pays 80% of 
the approved rate on each claim. In their description they fail 
to mention that Medicare approved fees vary in these United 
States and that the Medicare approved fees in Montana are one of 
the lowest in the nation and frozen since 1984. 

They admit that Medicare determines the Medicare approved rate 
based on the 1984 fee schedule and pays the lowest of three 
amounts, whichever may be the customary charge, and the actual 
charge. The prevailing charge is paid based on the 75th 
percentile of the customary charge in a carrier service area of 
locality and is usually the value used in determining payment. 
Therefore, doctors who accept Medicare assignment, accept 
payment on the basis of the 75th percentile of their 1984 
charges, plus an occasional 1-2% incremental increase which has 
been made since 1984. 

If the physician not accepting assignment charges more than this 
"approved" rate, he is guilty of "excess charges," i.e., any 
fees in addition to the 20% copayment, which in no case can be 
greater than his 1984 fee. 

In the same news release, physicians are accused of earning high 
incomes and receiving much of their income from Medicare. The 
average physician income in the United States is reported as 
$119,500. 

In correspondence with Citizen Action, they could not give the 
average Montana physician income, which with a simple call to 
the Department of Revenue is reported at $80,700, unchanged from 
1985-87. We are also accused of "fee increases estimated at 8% 
yearly for the last seven years--about twice the rate of 
inflation." The cost of overhead, malpractice insurance, etc., 
has increased. But how can this affect the senior citizens--the 
individuals making this demand for mandatory assignment when 
their physician fees have been frozen since 1984. 

Further, "the average physician 'earns' about $60,000 per year 
from Medicare, but on direct questioning they admit that this is 
not earned income but gross revenue, and that they 'have no 
figures' for Montana. Likewise, the average 'nonparticipating' 
physician receives an additional $7,400 in 'excess charges' on 
average, though likewise these figures are not known for 
Montana." 
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In response to a letter from me, Lorraine Driscoll, writing for 
Citizen Action, states: 

"In response to your question about Montana doctor fees 
compared to those in the rest of the country, we did not try 
to gather data on that, not did we try to gather data on 
differences in the cost of providing services in the 
different states. 

"It is difficult to calculate the average excess charge for 
Medicare beneficiaries for each state because most recent 
Medicare beneficiary population data available from HCFA 
reflects calendar year 1985. 

II Further , you ask for the average out-of-pocket health 
expenses for Montana seniors, but unfortunately that data is 
not available on a state by state basis. 

"In response to your question about Montana doctor incomes 
compared with those in the rest of the country, we would have 
liked to include such figures, but they are not available. 

"Regarding your question of how much the average Montana 
physician receives from Medicare, it is impossible to 
calculate that figure without first finding the number of 
doctors in Montana who provide Medicare services. 

"In response to your question about rural hospitals closing 
and the crisis this is creating in some rural parts of the 
country, we are very concerned about that problem. In fact, 
one of our state groups recently released a study which 
included a discussion of the declining number of beds in the 
state (reflecting rural hospital closing) as a serious 
problem. II 

And the caveat-- lI as you know, those interested in improving 
our health care system are presented with the constant 
balancing act among cost, access and quality. Obviously, 
efforts to improve one of those values may lead to problems 
in another area." 

In a letter from Hal Rawson, Vice-President, Blue Cross and Blue 
Shield of Montana, in charge of their planning and government 
programs and administrative agent for Meqicare in Montana, he 
writes: 

"that the response from Citizen Action" was evasive due to 
lack of data to respond to your questions." 
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Unfortunately, that is the nature of today's limited statistical 
data base. He goes on to state: 

"My best analysis of the communications problems still lies 
in an inability to fully understand the meaning of what is 
considered an 'over-billed' charge. During this last decade, 
HCFA and (Congress) have been controlling health care costs 
by imposing freezes and suppressed inflation index factors 
far below the general CPI and medical index. 

"This year, the index adjustment wa's 1% and 3% for general 
and primary care services respectfully. Therefore the 
current charging pattern cannot parallel the suppressed 
allowances as determined by Medicare. We've always had 
difficulty in conveying an understanding of Medicare's lower 
reimbursement compared to billed charges. Since the 
reimbursement is a suppressed factor by design, it 
therefore becomes Medicare allowance as determined by 
government benefit guidelines. It can be and is often 
construed that the Medicare payment represents a universally 
acceptable 'reasonable fee' for the going rate. 
Unfortunately, that is not the case." See attached letter. 

Subsequent to this report, a mandatory Medicare assignment bill 
(H-382) has been introduced by Stella Jean Hansen of the Montana 
House of Representatives. Her bill is based on information 
provided "Citizen Action." We believe this information 
questionable in validity based on the above correspondence from 
Citizen Action. 

Nowhere is there reference to the fact that 39 states allow 
greater Medicare compensation than does Montana. There is no 
reference that the average length of hospital stay in 1987 in 
the United States was 6.6 days, but in Montana 5.2 days. Nor 
that the pt. days per 1,000 population in the U.S. is 918 vs. 
669 pt. days in Montana, or that the cost of illness in Montana 
is one of the lowest in the nation. 

Physicians who practice medicine in Montana are here for the 
same reason that many of you are here. Each of you and each of 
us could do much better financially living in a state other than 
Montana. 

But because we live here is no reason to penalize us. The above 
document again has demonstrated that although all Medicare 
patients under Part B coverage pay the same premium, 
compensation to Montana physicians is much less. That, coupled 
with slow, low Medicaid reimbursement, a high "premium indigent" 
population without funds but not eligible for Medicaid, coupled 
with high malpractice premiums and cost of overhead, do create 
reservations among new physicians looking at Montana as a place 
to practice. 
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Most physicians will continue to provide care to all patients. 
If the cost of a service becomes greater than the compensation 
for that service, there is only a limit to what the physician 
can cost shift to the paying public and third party payor. To 
cost shift for the senior who is able to pay the bill, even 
though "Citizen Action" calls it an excess charge, is not just 
to you who are paying the bills. 

As you will recall, this Association earlier forwarded to you 
information about MontShare. This is a voluntary program with a 
pilot project having been undertaken in Great Falls. The 
program at this time is operating very well and is indeed 
helping people in that community. As you will recall, 
cooperating physicians agree to accept assignment for those 
seniors who qualify under the MontShare Program; the 
qualifications based upon an honor system that an individual has 
less than $9,000 annual income or a couple has less than $11,000 
annual income. 

Please remember that the Massachusetts fee schedule, even with 
compulsory mandatory assignment is greater than Montana. 
Mandatory assignment is not in the best interest of the citizens 
of Montana. 

Thank you. 

JMS/JWM/VKN:le 

Enclosures 

Sincerely, 

. Michael 
President 

~ ~!~:~~!.~hairman 
Committee on Legislation 

~ r~ .~&,w4f AI.~. 
Van Kirke Nelson, M.D. 
Past President 
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Blue Shield 
01 MOnlan" 

Novemher 28, 1988 

Van Kirke Nelson, M.D 

Helena DIvision 
404 Fuller Av,nue • PO. Box 4309 
H,IM8, Montana 59804 
(406) 444-13,nO 

Kalispell Ob-Gyn Asso~iates, P.c. 
210 Sunny View Lane 
Kalispell, Montana 59901 

Great Falls Division 
3360 10th Ave. South • P.O. BOil 5004 
Great Falls. Montana 59403 
(406) 791 ·4000 

Reply to Helena Olvision 

The response from "Cj ti 7.p.n Action" was evasive due to lack 
of data to respond to your qtlP-5;t.ions. unfortunately, that's 
the nature of today's limited statistical data base. 

My best analysis of the communications problem still lies 
in an inabi U t.y t.n fully understand the meaning of what 
is considered an "overhilled" charqe. During this last 
decade, HCFA (and Congress) have been controlling health 
care costs by imposing freezes and suppressed inflation 
index factors far below the general CPI and Medical care 
index. This year, the index adjustment was 1% and 3 % for 
general and primary care services respectively. Therefore, 
the current charging patterns cannot parallel the suppressed 
allow~nces as determined by Medicare. We've always had 
difficulty in conveyin9 an understanding of Medicare's 
lower reimbursement compared to billed charges. Since 
the reimbursement is a suppressp-d factor by design, it 
therefore becomes Medicare's allowance as determined by 
government benefit qujd~lines. It can be and is often 
misconstrued that the Medicare payment represents a 
universa.lly acr.p-pt:able "reasonable fee" or the qoing rate. 
Unfortunately, that i~ not the case. 

In our pri Vi!t:e business, we determine our allowances based 
upon an array of customary charges and select the 90th 
percentile to repre~ent our "prevailing" ceiling payment. 
ln many cases, the 90th percentile can reflect the vast 
majority of customary billed charges. One might find above 
the 90th percentile some charges significantly higher, 
htlt". still, extenuating circumstances can often justify 
in the physician's own mind why differences in charges 
are billAd.. Therefore, trying to determine "excessively" 
billed charges is quite difficult under most circumstances. 



Van Kirke Nelson, M.D. 
page 2 
November 28, 1988 

II m not sure what one could do at this point to rectify 
the misunderstanding that has occurred. At least, if we 
receive any further correspondence from this sourcA, the$E! 
viewpoints can be expressed. 

Sincerely, 

./Lp?&~ .. 
Hffofct L. Rawson 
Vice President 
Planning and Government Programs 

HLR:cb 
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1300 CunnecticlJt ,.\venue, NW 
#401 
Wast\lnqton, [")C 20036 
(202) 857·5153 

AFFILIATES 

Campnlgn CHlifofllia 

Coni'ecticut 
Clt'lCI1 Act'on \'ri.lIln 

l'lond:! Con!;umer'i 
rcdcm:,on 

Idat10 Fair ShilrH 

illinOIS Pllbhc: Adiull 
CounCil 

C,tlzen5' AelllHI 
Coaation 01 IrHj'Hn~1 

Iowa Citizen ACtlOI1 
Network 

Maryland Citi7"11 AI;~UII 
COlllitlon 

Massnchll~;e!ts 
Citizen Actrc,lr1 

M,nne~ot(l enACT 

New Hamp!;hlrH 
Citizen Ac.:!lOIi 

New,J"r'iHY 
Citizen Aclloll 

C'tlzen t>,ctlcm 01 
New York 

OhiO Public InIHI!!:;' 
Campaig" 

O'ego" Fair St1,!lH 

1-''''.lnGylv;1IW\ Public 
:lItl'/('st Coalition 

HliodH l:il,)i'Id Commun'ty -
L:~t.KJr ClkJliliU,'1 
Wf:\l;.hllll,llllli r,l;' Sh;;I1C 

Wiscon~,rr' Ar:lion Coolitlon 

ALLIES 

Ma,!1o 
Poople's Nllance 

MI!;SOIJlI 
Glize" Labor COHhiroli 

w>l~r Virginia 
C,tm'" At.;\lon GIOLIP 

Van Kirk Nelson, M.D. 
Kalispell Ob-Gyn Associates, 
210 Sunny View Lane 
Kalispell, Montana 59901 

Pear Doctor Nelson: 

November 3, 1988 

P.c. 

Thank you for your letter in response to our study 
regarding excess doctor charges to Medicare 
beneficiaries. You posed many questions, and I have 
answered those for which we have data. 

In response to your question regardin9 the Medicare 
formula, you state that it often reflects the prevailing 
charge as the lowest of the three. As you know, if the 
actual charge and the customary charge are repeatedly 
higher than the prevailing charge, that will, over time, 
increase the customary charge, and therefore, the 
prevailing charge -- to reflect local charge amounts. 

Second, our study did not attempt to cover length 
of stay and cost per illness -- primarily because we 
intended this study to cover only Part B concerns. As 
you may know, the Robert Wood Johnson Foundation 
recently found that inability to pay adversely affects 
access to doctor care. Therefore, it was our intention 
to focus the study on Medicare doctor charges. 

In response to your question about Montana doctor 
fees compared with those in the rest of the country, we 
did not try to gather data on that, nor did we try to 
gather data on differences in the cost of providing 
services in different states. As you might guess, any 
such data which we might have collected would have been 
difficult to report fairly without a very s~rious 
analysis. However, we understand that the Physician 
Payment Review Commission is looking at many of those 
issues. 

It is difficult to calculate the average excess 
charge per Medicare beneficiary !or each state because 
the most recent Medicare beneficiary population data 
available from HCFA reflects calendar year 1985. 
However, using 1985 data on beneficiary population and 
the FY1987 excess charge amount would result in this 
calculation: $10,213,528 I 67,012 to equal $152.41 per 
beneficiary. HCFA expects to have calendar year 1986 
population data available in another week or so. 



You asked for the average out-of-pocket health care expenses 
for Montana seniors, but unfortunatelY, that data is not avai~able 
on a state-by-state ba$is. The House Aging Committee came up with 
the national figure which we referrea to in our study, out neither 
they nor any other group we are aware of has state data. 

In response to your question about Montana doctor incomes 
compared with those in the rest of the country. we would have 
liked to include such figures, but they are not available. The 
AHA makes national physician net and gross figures available each 
year, and also releases figures on regional income as well as 
income by specialty. However, the AMA has not made public state­
by-state income figures available nor are they available through 
any other source. 

Regarding your question of how much the average Montana 
physician receives from Medicare, it is impossible to calculate 
that figure without first finding the number of doctors in Montana 
who provide Medicare services. That number is not available from 
HeFA; perhaps you would be able to get it from your Medicare 
carrier and calculate it yourself. 

Regarding your question about the average doctor receiving 
$60,000 per year from Medicare, we did not state that that 
reflected net income. We simply said that doctors earned that 
amount per year from Medicare. 

Finally, in response to your question about rural hospitals 
closing and the crisis this is creating in some rural parts of the 
country. we are very concerned about that problem. In fact. one 
of our state groups recently released a study which included 
discussion of the declining number of beds in the state 
(reflecting rural hospitals closing) as a serious problem. Our 
other state groups may release similar data in their states. 

As you know, those interested in improving our health care 
system are presented with a constant balancing act among cost, 
access and quality. Obviously, efforts to improve one of those 
values may lead to problems in another' area, yet that should not 
imply that we refrain from making any necessary improvements -­
rather that we become increasingly knowledgeable about the impacts 
ot any such changes so that we can weigh the costs and benefits. 
Furthermore, there is no evidence that limiting physician excess 
charges would have a negative effect on access to care. In fact, 
in Massachusetts, there has been no demonstrated reduction in 
access to care. 

Thank you tor your letter and the opportunity to respond to 
your concerns. 

Sincerely, , 

~ 7~VJC;11 
Lorraine Driscoll 



THE SENIOR CITIZENS' 2.7 BILLION DOLLAR PHYSICIAN SUBSIDY: 

EXCESS PHYSICIAN CHARGES UNDER MEDICARE PART B 

A Citizen Action Report 
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ImODUCTION 
For the past several years, Citizen Action's 24 state 

organizations have been hearing from their senior citizen members 
that excess doctor charges are a serious financial burden for 
them - especially when they become ill. In an effort to 
determine the scope of the problem, Citizen Action conducted the 
following analysis. 

Using data obtained primarily from the Health Care Financing 
Agency, (and other sources noted in the study) we have 
transcribed and/or calculated figures regarding the amount and 
percentage of excess charges, the amount of physician income 
obtained from Medicare, senior spending on health care costs, and 
other relevant information. 

Using this data, we have examined several trends and 
compared them with Congressional action regarding the Part B 
(doctor reimbursement) program. After analyzing this 
information, we have proposed a solution for effectively dealing 
with the-problem of excess doctor charges to Medicare 
beneficiaries. 

3 



DESCRIPTION or !£DICARE PART B 

The Medicare Part B program pays primarily for doctor 
services. It also covers lab and other diagnostic tests, 
ambulatory services, and durable medical equipment, but doctor 
services represent about 85 percent of all Part B claims. 
Beneficiaries include people who are 65 years of age or older and 
those who receive Social Security disability benefits (after a 
waiting period) -- if they decide to enroll in Part B. 

Medicare beneficiaries pay a monthly premium of $24.80 
which covers 25% of program costs. This premium rises annually 
with program cost increases. Beneficiaries also pay an annual 
deductible of $75.00, and 20% of the Medicare approved fee for 
each claim. (Medicare pays 80% of the approved rate on each 
claim). Also, beneficiaries pay the full cost of all services 
not covered by Medicare Part B (including drugs, eyeglasses, and 
hearing aids). 

For each service, Medicare determines the Medicare approved 
rate, which is calculated using a complicated formula to 
determine the lowest of three amounts: the customary charge, the 
prevailing charge, and the actual charge. The customary charge 
is the charge most frequently made by that doctor for that 
particular service; the prevailing charge is the 75th percentile 
of the customary charges~in a carrier service area or loca1ity~ 
and the actual charge is the amount on the individual claim. 

Doctors who accept the Medicare approved rate (also referred 
to as the assigned rate) accept the Medicare reimbursement of 80% 
of the approved cost and the patients' 20% co-payment as payment 
in full. The patient is charged no additional fees under an 
assigned claim. Doctors who formally sign up with Medica~e to 
accept the Medicare assigned rate as full payment for all 
patients all the time are said to "accept assignment" and to be 
"participating physicians". 

Doctors who submit "unassigned claims" can charge their 
patients excess charges -- fees in addition to the 20% co­
payment. Such excess charges represent a significant hardship 
for many senior citizens -- particularly those of low- and 
moderate-income and those who are ill and may be facing numerous 
doctor bills. 
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FINDINGS: EXCESS CHARGES TO MEDICARE PATIENTS 
I. EXCESS CHARGES ARE WIDESPREAD AND COSTLY 

In 1987, Medicare Beneficiaries Paid $2.7 Billion in Excess 
Charges: 

These charges by doctors and other Part B 
providers exceeded the Medicare approved rate for 
services. 

The Average Excess Charge was $38.10: 
For Medicare beneficiaries who were charged fees 

above the Medicare approved rate, the average 
overcharge in 1987 was $38.10 per claim. This more 
than doubled the standard out-of-pocket cost for 
beneficiaries of $25.99 (representing 20% of the 
Medicare approved rate on an average claim). 

Nearly One Out of Every Four Medicare Part B Claims Includes 
Excess Charges: 

Nationally, the number of claims with excess 
charges was 70,273,432 in FY 1987. This represented 
23% of all Part. B claims. The percentage of claims 
with excess charges ranged from 3% in Massachusetts to 
51%- in Wyoming. 

II. FEW DOCTORS AGREE NOT '1'0 CHARGE PA'1'IEN'l'S EXCESS CHARGES 

Only 37 Percent of Doctors Have Formally Agreed to Accept the 
Medicare Rate as Full Payment in All Cases: 

In 1985, the federal participating physician 
program was established to encourage greater acceptance 
of Medicare rates as full payment from their Medicare 
patients. As an incentive, physicians who join 
receive slightly higher reimbursement rates from 
Medicare. When the program was instituted at the start 
of FY 1985, 29 percent of doctors signed up to 
participate. Unfortunately, the participation rate 
grew to only 37% of physicians by 1988. This ~eans 
that Medicare beneficiaries who see the remaining 63 
percent of non-participating physicians are faced with 
trying to negotiate with their doctor about whether or 
not their bill will include an excess charge. 

The percentage 'of particip~ting physicians ranges from 
a high of 73.5% in Alabama to a low of 14.9% in Idaho. 
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III. BXCBSS CHARGES ADD TO 'l'HE HIGH COST OF HEAL'l'H CARE FOR 
SENIOR CITIZENS 

Excess Charges Can Mount Quickly for Seniors Who are Sick: 
The average excess charge per beneficiary (among 

those not eligible for Medicaid) was $95 in FY 1987. 
Some beneficiaries are able to avoid excess charges 
altogether by seeing participating physicians. 
However, other beneficiaries -- particularly those who 
are very ill and need to see a doctor often or require 
high cost doctor services such as surgery -- may face 
thousands of dollars in excess charges. 

Seniors Already Pay High Health Care Costs: 
According to the House Aging Committee, in 1986, 

the average senior paid $1,850 per year out-of-pocket 
for health care. This amounts to more than 15% of 
income for the average senior. Also, according to 
House Aging, s~niors pay a great percentage of doctor 
costs out of pocket. In fac~, even with Medicare, 
seniors paid 55.5% of all doctor bills out of pocket in 
1984. 

The Medicare Catastrophic Bill Does Not Cover Excess Charges: 
The recently passed catastrophic bill will protect 

seniors from the high costs of long hospital ·stays, 
prescription drug costs, and spousal impoverishment, 
while also covering health care costs for seniors in 
poverty. However, it will not protect at all against 
excess doctor charges. 

IV. PHYSICIANS EARN HIGH INCOMES AND RECEIVE MUCH OF THEIR 
REVENUE FROM MEDICARE: 

Doctor Income is High - Particularly Compared with Senior Incomes 
In 1986, the average physician net income was 

$119,500 (New York Times, 11/22/87) By contrast, the 
average senior citizen's income was $12,074. Average 
income for older women ·was even lower -- just $9,195. 

Physician median income is not available, but 
senior median income in 1986 was $8,154, and among 
senior women, median income was $6,425. (All senior 
income figures are from the u.S. Census). 

Doctor Fees Are Increasing SteadilY 
Nationally, doctor fees for all services have increased 

by eight percent each year for the last seven years 
about twice the rate of inflation. (Data is not 
available regarding the amount of physician fee 
increases under Medicare). 
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Even Without Excess Charges, Doctors Earn About $60,000 Per Year 
From Medicare: 

Most physicians treat Medicare patients. In FY 
1987, those doctors received an average income of about 
$60,OOO/year in Medicare payments (including Medicare's 
and the enrollee's share of reasonable charges) - not 
including excess charges. This, of course, was in 
addition to their other patient income. 

Non-Participating Physicians Receive an Additional $7,400 in 
Excess Charges From Their Medicare Patients, on Average: 

Doctors who are not participating physicians 
(those who can bill patients excess charges) receive, 
on average, an additional $7,400 per year in excess 
charges to seniors.' 

v. LEGISLATIVE AND REGULATORY ACTION HAS HAD AN IMPACT ON 
REDUCING EXCESS CHARGES 

The Number and Amount of Excess Charges Have Slowed Significantly 
Only in Response to Congressional Action: 

Since FY 1983, the number of claims 'with excess 
charges has hovered around seventy million per year. 
By far, the most significant drop.- from 75 million to 
65 million -occurred in FY 1985. This was the year 
that marked the beginning of the participating 
physician program - which took effect October, 1984. 

The amount of excess charges over the past several 
years has hovered around two and a half billion dollars 
per year. The only drops in excess charges occurred in 
FY 1985 (coinciding with the participating physician 
program and the physician fee freeze) and again in FY 
1987 -- when the government instituted specific limits 
on the amounts of excess charges physicians could bill 
patients. 

The Percentage of Assigned Claims (Claims in Which the Medicare 
Rate Is Accepted as Full Payment) Increased When Congress 
Legislated the Participating Physician Program and the 
Requirement that Lab Claims Canno~ Include Excess Charges: 

In 1968 (the first year data was collected) the 
percentage of assigned claims was 59.0% -- today, the 

Orate is just 71.7% (FY 1987). This means that more 
than one-fourth of all claims are still unassigned -­
and 83% of such claims include excess charges. 

The mo~t significant increase in the percentage of 
assigned claims occurred in FY1985, when Congress 
established the participating physician program which 
offers higher reimbursements and other significant 
benefits to doctors who sign up and also mandated that 
cli"nical diagnostic lab tests performed by labs be 
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submitted as assigned claims. There was another spurt 
in the percentage of assigned claims when Congress 

. mandated in 1986 that doctors cannot collect excess 
charges for diagnostic tests which they did not perform 
or supervise. 

By Far, The State With the Highest Percentaae of Assigned Claims 
(Claims Without Excess Charges) Is The Only State with a Law 
Preventing Doctors From Billing Excess Charges To Any Medicare 
Patients: . 

Massachusetts has the highest percentage of 
assigned claims (97%). This is because Massachusetts 
is the onli state which requires that all "medical 
doctors" accept the Medicare assigned rate as payment 
in full for all Medicare patients. The law took effect 
in April, 1986. 

The Only State Which Passed Legislation For a Voluntary Plan to 
Discourage Excess Charges Did Not Meet its Goals, So The Program 
Was Changed to a Mandatory System the Following Year: 

Connec~icut was the only state to pass legislation 
establishing a voluntary program to urge physicians to 
accept the Medicare assigned rate as full payment. (The 
plan protects low- and moderate-income seniors only). 
The 1987 law established specific goals involving the 
percentage of doctors who would sign up for the program 
and the percentage of claims which would be assigned --

and it included a clause that if the guidelines were 
not met in any quarter, the program would become 
mandatory. Within the first year, it was clear that 
the goals were not being met, and the law became 
mandatory in July, 1988~ 
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POLICY IMPLICATIONS 
This study reveals that in FY 1987, Medicare beneficiaries 

paid a whopping $2.7 billion dollars in excess .fees for doctor 
visits and other Part B services -- fees above and beyond their 
normal doctor expenses. Virtually all of these excess charges 
were for doctor visits. 

In FY 1987, of claims with excess charges, the average 
excess charge was $38.10. When this is added to the average co­
payment amount of $25.99 per claim, the average out of pocket 
cost on a claim with an excess charge was $64.09. This amount 
represents an out of pocket cost which was 146% higher than the 
co-payment alone. 

The typical senior citizen cannot afford to pay these excess 
charges. In 1986, median senior income was $8,154, and among 
senior women, median income was $6,'425. Currently, seniors pay 
55.5% of their doctor costs, and on average, pay $1850 per year 
out of pocket for all medical bills. If doctors were prohibited 
from charging seniors amounts in excess of the Medicare approved 
rate, the burden of doctor bills would be reduced significantly 
for millions of senior citizens. In addition to reducing the 
financial squeeze for. seniors, this greater affordability of 
doctor ~isits might also allow some seniors to seek earlier 
medical care when needed. 

Recommendation: Passage of Legislation to Prohibit Doctors from 
Charging Excess Fees to Medicare Patients. 

Although federal regulatory changes have limited the number 
and the amount of excess charges somewhat, the most effective 
solution has been legislation which mandates that doctors charge 
patients only the Medicare approved rate. Massachusetts is the 
only state which has such a law protecting all Medicare 
beneficiaries. It was signed by Governor Michael Dukakis in 
1986. Connecticut, Rhode Island, and Vermont also have similar 
laws which protect low and moderate income seniors and which took 
effect more recently. 

Citizen Action supports enactment of a federal law to 
require mandatory Medicare assignment for all physicians. Such 
legislation has been introduced in each of the past three 
Congresses, but the Administration has opposed those measures. 

In the interim, we also support state programs similar to 
the Massachusetts law. As part 'of a national campaign to reduce 
health care costs and improve access to health care services, 
over the past several years, Citizen Action organizations in more 
than a dozen states have been organizing for passage of laws to 
prohibit 'excess doctor charges under Medicare. Those states 
include Connecticut, Florida, Illinois, Iowa, Maryland, 
Massachusetts, New Jersey, New York, Ohio, Oregon, Pennsylvania, 
Rhode Island, and Washington. 
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k'ess~ lbDber of Claims I'ercaltaqe Average ~t Averaqe ADo.mt 
t Paid By !ted.icare With EIa:ess Claims with of EIo:ess of Co-Payment M

state Beneficiaries tbarves ElIce:ss ~ ~ Per Claim Per Claim 
(Ranked - Best (Ranked - Best 

, to Vent) to Worst) .. 
Alabama $26,234,654 840,353 16\ (10) $31.22 (21) $23.03 

; Alaska $1,947,413 28,092 m (27) $69.32 (51) S37.13 
i.Arizooa S51,303,970 1,262,901 33% (37) $40.62 (41) S28.79 

Arkansas $16,103,681 629,751 19% (12) $25.57 (7) $23.22 
caJ.ifornia $291,677,320 6,323,449 ~ (14) $46.13 (47) $31.45 

.·.Colorado $34,481, S60 931,215 34\ (39) $37.03 (35) $22.22 
llltamecticut $33,834,188 8SO,024 19% (13) $39.80 (40) $20.74 

Dist. of Col. $21,807,316 516,482 16\ (6) $42.22 (18) $29.28 
Delaware $3,694,392 120,115 13% (9) $30.76 (43) S21.99 

lIIflorida $208,646,046 5,811,822 25\ (24) $35.90 (30) $28.56 
Georgia· $51,556,712 1,332,080 23% (18) $38.70 (37) $25.74 
lawaii $8,110,591 221,8SO 24% (21) $36.56 (33) $23.76 

..,.daOO $16,000,299 531,942 58\ (51) $30.08 (16) $18.74 
Illinois $138,166,181 3,056,739 m (32) $45.20 (45) S28.80 
trxtiana $61,561,606 1,674,657 30\ (34) $36.76 ()4) S23.51 
tOlfa $35,836,677 1,256,896 34% (38) $28.51 (12) S17.07 

fIIbnsas $11,422,438 504,576 21' (16) $22.64 (4) S19.96 
Kentucky $30,425,412 991,519 24% (23) . $30.69 (17) $22.17 

. DJisiana $49 , 277 , 549 1,019,294 2a (20) . $48.34 (49) S29.43 
Waine $4,509,994 240,776 15% (8) 518.73 (2) S18.46 

Karylard $17,048,603 513,162 14\ (7) $33.22 (25) $28.17 
°lassadrusetts $4,099,473 245,129 3% (1) $16.72 (1) 523.98 

,:: '$38,890,009 1,188,830 9\ (4) $32.71 (24) $23.24 
. ta $52,735,334 1,369,223 ~ (45) $38.51 (36) $26.08 

-.~ ssissippi $20.725,979 643,673 23% (17) $32.20 (23) . S22.06 
.....ssouri $66,756,857 2,148,268 30\ (35) 531.07 (20) $24.41 

Iftntana $10,213 ,528 360,187 . 45'e (47) $28.36 (11) $21.51 
Nebraska 520,871,443 614,115 34% (40) $33.99 (28) $18.16 

.. evada $5,202,674 110,641 13% (5) $47.02 (48) S37.11 
~~ $12,362,287 432,232 36'e (41) $28.60 (14) $18.22 
New Jersey $116,048,460 2,825,958 28'e (29) $41.07 (42) $27.69 
'Jew Mexico $13,097,556 364,072 31' (36) 535.98 (31) $24.22 

;. ew York $292,745,625 5,475,262 ~ (15) $53.47 (SO) S28.36 
~ carolina $61,102,809 1,949,482 24% (22) $31.34 (22) $20.29 
tbrth Dakota $13,553,310 401,962 45'e (48) $33.72 (27) $22.44 
; hio 5139,372,562 3,585,901 29'e (33) $38.87 (38) $24.87 
ittklab::ma $55,284,798 1,293,949 39\ (44) $42.73 (44) $25.01 
0reQal 535,694,622 1,328,590 "" (46) $26.87 (9) S21.05 

ennsyl vania $52,746,967 1,580,206 8% (3) $33.38 (26) $26.56 
MJ:aie Islmi $2,791,990 111,889 6\ (2) $24.95 (5) ·S20.75 
Sooth carolina $20,767,456 820,913 26'e (25) $25.30 (6) S35.59 
~~th Dakota $12,232,264 395,254 ~ (49) $30.95 (19) S20.06 

• !!UleSSee SSG, 126,283 1,552,293 29% (30) . $36.16 (32) S24.62 
'Pexas $195,565,071 4,284,343 m (26) $45.65 (46) S27.95 
utah $9,153,581 320,948 29\ (31) $28.52 (13) S22.35 
mDlt $3,827,203 191,763 m (28) $19.96 (3) S15.73 

liIlIvinia $33,826,770 1,144,247 2l\ (19) $29.56 (15) S22.66 
washingtoo $62,157,374 2,227,715 39\ (43) $27.90 (10) $20.66 
. !!St Virvinia $15,093,036 385,952 19\ (11) $39.11 (39) $23.82 ,.1 sexmin $54,573,478 2,089,495 ~ (42) $26.12 (8) $20.10 

.I1Iin'J $5,664,873 159,102 51\ (SO) $35.61 (29) $19.73 
,,\TICHL $2,677,798,222 70,273,432 23\ $38.11 . $25.99 

~: Depart:ment of Health m1 a.an Services, Health Care J'iDand.ncr Mnrinjstratial 
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Percentage of Participating Physicians by State 

State 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Dist. of Col. 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 

, Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississipi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hamsphire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Calendar Year 
1988 

73.5% 
37.5% 
38.7% 
50.9% 
48.5% 
24.9% 
22.8% 
37.4% 
33.5% 
30~6% 
32.5% 
53J7% 

c;:-::p 
36.8% 
43.7% 
60.0% 
46.4% 
29.5% 
42.4% 
38.5% 
45.9% 
38.3% 
25.4% 
30.1% 
29.5% 
q~p 

8.2 
46.0% 
28.4% 
28.2% 
25.9% 
28.4% 
40.7% 
30.8% 
41.8% 
27.9% 
32.8% 
36.6% 
55.0% 

...--_.-3 7-r6%~) 
~7._6_~/ 

54.9% 
26.0% 
50.4' 
38.5% 
39.1% 
35.4% 
53.2% 
39.0% 
20.1% 

NATIONAL 37.0% 

1988 
Ranking 

1 
25 
20 

7 
9 

46 
47 
26 
31 
35 
33 

5 
51 
29 
27 
14 

2 
11 
38 
15 
22 
13 
23 
45 
36 
37 
49 
10 
12 
39 
41 
44 
40 
17 
34 
16 
42 
32 
28 

3 
24 
50 

4 
43 

8 
21 
18 
30 

6 
19 
48 

SOURCE: Dept. of He~\th and Human Services, HCFA 
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]-rerage Co-Payment/Claim 

~erage Overcharge 

& mthly Premium .. 
Deductible/Yr 

.. ' 

.. 

MEDICARE PART B OUT OF POCKET COSTS 
FY 1983 - FY 1988 

FY 1983 FY 1984 FY 1985 FY 1986 FY 1987 FY 1988 

$24.87 $25.75 

$33.95· $35.74 

$12.20 $14.60 

$75.00 $75.00 

12 

$25.01 

$39.16 

$15.50 

$75.00 

$25.42 

$39.05 

$15.50 

$75.00 

$25.99 

$38.11 

$17.90 

$75.00 

N/A 

N/A 

$24.80 

$75.00 
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, There is growing support behind proposed legislation to ... ~~m~unt 
health care providers can charge to Medicare beneficiaries. The-~~en-

" ,lor Citizens Association (MSCA) will introduce legislation into the 1989 
Montana Legislative Session that will prohibit health care providers from 
charging Medicare benefiCiaries under Part B more than Medicare's approved 
mt~. .' 

This process is often referred to as "Medicare AsSignment ". If a health 
care provider accepts Medicare's approved rates of which Medicare thenpays 
8a'Al of the bill, and the patient is responsible for the remaining 20%. 

However, many health care providers charge above Medicare's approved 
mtes which means greater out-ol-pocket costs to patients. Only 19.9% of phy­
.sicians in Montana have agreed to accept MedicareAssignment for all Medicare 
beneficiaries. Montana's rate is one of the lowest in the nation. The national 
average of physicians accepting assignment for all beneficiaries is 87%. 

The proposed legislation will protect elderly and disabled Medicare pa­
tients from being overcharged.by prohibiting health care providers from charg­
ing patientS more than Medicare's approved rates. It will also require health 
care providers to post a summary of the law in public view. Failure to comply 

. with thls-dct.tpould-be deemed a violation of the Consumer Protection Act and 
I carry a fi!1e olnbt more than $500 for the first violation. 

'PhysiCians.' fees for Medicare patients increased at an avemge of20.6% 
I each year from 1979 through 1988 and have been increasing at least two times 

the rate of inflation since then. ',' 
The Medicare program was originally designed to cover 75% of health care 

t costs for beneficiaries but now cover less than lJ5%. Medicare beneficiaries are 
paying more out-ol-pocket for healthc~T~ now than they were before Medicare 
was created. ' . , . _ ' .... 

MSCA realizes that many physicians accep-t Medicare Assignment on a 
case-by-case basis, based on their judgment of the patient's need. However, 
MSCA does not believe that Medicare beneficiaries should be reduced to bar­
gaining for health care when a reasonable fee has already been established by , 

• Medicare. Seniors and the disabled are too proud to beg for health care. Many 
will simply forego medical treatment until much too late, or go without other 

I basic necessities in order to pay a medical bill. 
MSCA believes its time to take action to stop the increasing costs of health 

care. 
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EXECUTIVE: 0; ~ .; . 
. ·~MMI.'I'TEE; 

0.- YOUt' .,.,o .... AT.Ott­
'rom the ~ cmce 
,Ofttaftl Me$CtI ~ 

,~IONTi\Ni\ IIOl~SE ()F IlEI)lll~SE:NT .. \TI'''ES 

HELENA ADDRESS: 
P.O. BOX so 

CAPITOL STATION 
HELENA, MONTANA 59620'()144 
HOME PHONE: (406) 442-8191 

REPRESENTATI~E STELLA JEAN HANSEN 

HOUSE DISTRICT 57 -

COMMITTEES: 
BUSINESS & LABOR 
HUMAN SERVICES 
LOCALGOVERNMENT 

BUSINESS PHONE: (406) 444-4800 16 December 1988 
HOME ADDRESS: 

841 WOODFORD STREET 
MISSOULA, MONTANA 59801 
PHONE: (406) 549·3492 

Dear Fellow Legislator: 

This letter is to let you know about a bill which I will be 
introducing in the 1989 session. This bill is very important to 
and has the support of the great majority of Montana's 120,000 
senior citizens. Enclosed is an Information Sheet about the 
bill. 

The purpose of this bill, the Medicare Assignment bill, is to 
require all providers of health care for Montana Medicare 
recipients to charge no more than Medicare approved rates. THE 
1988 LEGACY LEGISLATURE VOTED THIS MEDICARE ASSIGNMENT BILL ,AS 
ONE OF ITS FIVE PRIORITY BILLS FOR PASSAGE BY THE 1989 
LEGISLATURE. It also has the support of the Governor's Advisory 
Council on Aging. 

I hope I can count on your support for this legislation. I 
realize that this bill will be opposed by the Montana Medical 
Association but believe that the rights of 120,000 Montana 
seniors outweigh the rights of health care providers to 
overcharge these seniors for necessary medical care. 

Please let me know if you have any questions or if you would like 
to help. 

May you and yours have a happy holiday season. 

Cordially yours, 
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BA<XGROUND: 'The Hedicare ·Assignment b11l would I118ke it a misdemeanor for a 
health care provider to charge Medicare patients more than the approved Medicare 
rates. Medicare (the federal health care insurance program for Social Security 
recipients) sets its approved rates after ~ review of what health care providers 
are ac tually billing for specific services and procedures. The federal 
government encourages health care providers to "accept assignment" - that is, to 
charge no more than Medicare approved rates. 

Those providers who do not accept assignment can charge, over and above those 
rates and bill the senior citizen directly. In Montana, physician overcharges 
averaged $28 per bill, a total of $10.2 million in 1987 (according to Citizens 
Action.) 

This legislation provides for penalties under the Consumer Protection Act in 
Montana. These are not heavy penalties but would put the state on record as 
encouraging all physicians and other providers to accept Medicare Assignment. 

Question: Why are Montana seniors so concerned ~bout this issue? 

Only three states have a worse record than Montana for the percentage of doctors 
who accept Medicare assignment. Nationally, 37% of physicians participate as 
compared to less than 20% in Montana. The percentage of Medicare claims with 
excessive charges nationally was 23% while in Montana it was 45%. 
(1987 statistics) 

Question: Do other states require health care providers to accept Medicare 
Assignment? 

Yea. In Massachusetts, it is required that physicians accept it as a condition 
of being licensed. This law has been upheld as legal through the cou rts. 
Vermont, Rhode Island and Connecticut ,all have a mandatory assignment program. 
Governor Cuomo is proposing a mandatory assignment program for New York. 

Que.tion: Don't most physicians accept assignment if their patient is unable to 
pay more? 

Probably. But this puts the doctol' in the position of being 8 welfare worker 
and passing judgement on his or her patient's ability to pay. It also puts the 
senior ci tizen in the posi tion of being a second class ci Uzen who mus t ask for 
special treatment. Most seniors will not ask for help nor admit to being on a 
low income. Those seniors who are affluent can make it o.k. but the "means 
test" hurts most those 'it hopes to help. 

The Hon tana Hedica1 Society has proposed a program of means testing. But 
Hedicare is a national health insurance program and not meant to be reduced to a 
welfare program. This view was upheld in 1982 when the U.S. Senate voted 70 to 
29 to kill an amendment to apply a .eans test to Medicare Assignment. 

QIIeaUon: If doctors can't charge well-to-do seniors more, then they'll have 
to shift those costs to the younger people; 1s that fair? 

A fair price for a service or procE'dure should not be based upon the income of 
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the patient. Doctors probably have adequate incomes without any shift of costs. 
In .1984, AFTER ALL EXPENSES ANO TAXES, ,46% of Montana doctors had net income 
between $50,000 and $100,000 and 20% had net incomes in excess of $100,000. 

Question: Uouldn't s law like this amount to price fixing? 

No. I t will only apply to those health care providers who trea t Med icare 
patients. A physician can choose not to treat Medicare patients but we don't 
think many would make that choice. 

Question: If all physicians in Miles City are now accepting assignment, why 
cannot the rest of our Hontana physicians? 

Good question. 

Question: Uhy all the emphasis on physicians when the bill applies to all 
health care providers? 

Although the bill will pertain to chiropractors, optometrists, physical 
therapists, and all other hea~~.!care providers, most people are the most 
conce~ned about being able to pay their personal doctor's bills. The majority of 
Hedicare Part B claims are for physician services, and it is the H.D.'s who have 
been the most reluctant to accept assignment. 

Question: 
costs? 

Don't Supplemental Health Insurance policies cover all the extra 

No. Most policies cover only the deductibles and the 20% patient co-payment. 

StnmAIly: Social SecurIty recipients now pay lots for health care and medical 
costs in the past ten years have increased at more than twice the overall 
inflation rate. Suppleme.ntal health insurance premiums have been increased as 
much as 60% this year. AARP's most popular supplemental policy is being 
increased from $25.95 to $40!50 per month per person. And Part B Hedicare 
premiums are going up again January 1 to $31.90 per month. There continue to be 
deducUbles and, of course, the patient always pays the 20% of the Medicare 
approved rates directly or with supplemental insurance. 

In 1987 the out-of-pocket health costs for the elderly averaged $2,394 per 
person or an average of 18% of their income. In 1980 the out-of-pocket heal th 
costs to Medicare recipients was nearly 13% of their income while in 1988 it is 
estimated to be over 18% (source: House Select Committee on Aging, 10/21/88). 
So, the seniors ARE paying a big share of their own bills. 

The Hedlcare Assignment bI1l will go a long way toward maintaining the dignity 
and independence of our senior citizens. It is one bill the 1989 Legislature 
can pass which will not cost any tax dollars and yet will be a big benefit to 
the seniors of this state. 

Information Sheet prepared by the Montana Senior Citizens Association, PO Box 
423, Helena, HT 59624. Phone: 443-5341. 

12/15/88 
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Van Kirk Nelson, M.D. 
Kalispell Ob-Gyn Associates, 
210 Sunny View Lane 
Kalispell, Montana 59901 

Dear Doctor Nelson: 

November 3, 1988 

P.C. 

Thank you for your letter in response to our study 
regarding excess doctor charges to Medicare 
beneficiaries. You posed many questions, and I have 
answered those for which we have data. 

In response to your question regarding the Medicare 
formula, you state that it often reflects the prevailing 
charge as the lowest of the three. As you know, if the 
actual charge and the customary charge are repeatedly 
higher than the prevailing charge, that will, over time, 
increase the customary charge, and therefore, the 
prevailing charge -- to reflect local charge amounts. 

Second, our study did not attempt to cover length 
of stay and cost per illness -- primarily because we 
intended this study to cover only Part B concerns. As 
you may know, the Robert Wood Johnson Foundation 
recently found that inability to pay adversely affects 
access to doctor care. Therefore, it was our intention 
to focus the study on Medicare doctor charges. 

In response to your question about Montana doctor 
fees compared with those in the rest of the country, we 
did not try to gather data on that, nor did we try to 
gather data on differences in the cost of providing 
services in different states. As you might guess, any 
such data which we might have collected would have been 
difficult to report fairly without a very serious 
analysis. However, we understand that the Physician 
Payment Review Commission is looking at many of those 
issues. 

It is difficult to calculate the average excess 
charge per Medicare beneficiary for each state because 
the most recent Medicare beneficiary population data 
available from HCFA reflects calendar year 1985. 
However, using 1985 data on beneficiary population and 
the FY1987 excess charge amount would result in this 
calculation: $10,213,528 I 67,012 to equal $152.41 per 
beneficiary. HCFA expects to have calendar year 1986 
population data available in another week or so. 
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You asked for the average out-of-pocket health care expenses 
for Montana seniors, but unfortunately, that data is not available 
on a state-by-state basis. The House Aging Committee came up with 
the national figure which we referred to in our study, but neither 
they nor any other group we are aware of has state data. 

In response to your question about Montana doctor incomes 
compared with those in the'~est of the country, we ~ould have 
liked to include such figures, but they are not available. The 
AMA makes national physician net and gross figures available each 
year, and also releases figures on regional income as well as 
income by specialty. However, the AMA has not made public state­
by-state income figures available nor are they available through 
any other source. 

Regarding your question of how much the average Montana 
physician receives from Medicare, it is impossible to calculate 
that figure without first finding the number of doctors in Montana 
who provide Medicare services. That number is not available from 
HCFA; perhaps you would be able to get it from your Medicare 
carrier and calculate it yourself. 

Regarding your question about .the average doctor receiving 
$60,000 per year from Medicare, we did not state that that 
reflected net income. We simply said that doctors earned that 
amount per year from Medicare. 

Finally, in response to your question about rural hospitals 
closing and the crisis this is creating in some rural parts of the 
country, we are very concerned about that problem. In fact, one 
of our state groups recently released a study which included 
discussion of the declining number of beds in the state 
(reflecting rural hospitals closing) as a serious problem. Our 
other state groups may release similar data in their states. 

As you know, those interested in improving our health care 
system are presented with a constant balancing act among cost, 
access and quality. Obviously, efforts to improve one of those 
values may lead to problem~ in another area, yet that should not 
imply that we refrain from making any necessary improvements -­
rather that we become increasingly knowledgeable about the impacts 
of any such changes so that we can weigh the costs and benefits. 
Furthermore, there is no evidence that limiting physician excess 
charges would have a negative effect on access to care. In fact, 
in Massachusetts, there has been no demonstrated reduction in 
access to care. 

Thank you for your letter and the opportunity to respond to 
your concerns. 

Sincerely, 

Lorraine Driscoll 
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October 25, 1988 

Van Kirke Nelson, M. D. 
Kalispell Ob-Gyn-Associates, P. C. 
210 Sunny View Lane 
Kalispell, MT 59901 

Medicare Part B Carrier 
Call Toll Free 1-800-332-6146 

P.o. Box 4310 
Helena. Montana 59604 

This letter is in reply to your Freedom of Information 
request letter dated October 5, 1988. 

Our staff has extracted from our payment files the basic 
payment information related to submitted and allowed charges 
for fiscal year 1987. We've made an assumption that the 
AP release, which this request apparently relates to, was 
compiled based upon fiscal year (October-September) as 
opposed to calendar year statistics. 

Since the request is asking for non-participation 
(non-assigned) data, to preserve confidentiality of patient 
records, we've removed all references to beneficiary name 
and HIC numbers. However, at the end of the remaining 
printout, a summary depIcts the differences in assigned 
and non-assigned reimbursement. 

The detail of the records does not provide an easy mechanism 
to deduce that you had or didn't have incidences of 
"overcharging" your patients. The mere fact that you have 
elected to be non-participating restricts you to the range 
of "Maximum Allowable Actual Charges". Specifically, MAAC 
statuatory provisions prohibit a non-participating 
physician's office from charging more than what MAAC limits 
allow. Therefore, you'll note from past reimbursement 
situations there is sometimes a zone of disallowance between 
the billed charge up to a MAAC and Medicare's reimbursement. 
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Therefore, in your analysis, y"bumay have to question if 
this zone of disallowance is viewed by your office as an 
overbilled charge or simply a limitation of Medicare's 
benefi ts. One may have to go to the Congressional Record 
to determine if Congress intended for anything less than 
(or exceeding) a MAAC to be considered an overcharge. 

I hope this information has been satisfactory for your 
needs. 

Sincerely, 

~~~ 
Harold L. Rawson 
Vice President 
Planning and Government Programs 

HLR:ml 

cc: Brian Zins, MMA, without enclosures 

Enclosure 

15-010 
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" Submi t ted ,charges n,. '.';' " tom~:ry" cha;:ge's,i;"jt,rl,:,lg:s4 ': fee 
schedule' wi th '~t~o" 1~', :inc' " lises':.g#~~l:~d '$u~s~c;tu~ \~q :~£h,at,date. ' 

" , ~ ~"i ':' .' " .• ;:,'(~'\' :"~"" ",,;,1/.;:,:_> t.,::. ,', ";:',~',: "~'( ; ........ :<', ~.: < <:.·;~·/~fl~ ~::'~.'~~~:;.~.: • i/~"';~.::'}:::~',:r:.~~: .~,:> '~ '} t;:" ': '~,: '1, ":j:< 'I';,.:::, ,< . ~; ';1. ;,'~:' 
"Allowed charges ~ ;,a::r:~<alt;~? . 'a11~~:l:,:;the ,:::"ptevailiIH] 'charge"',_ " _ It 
represents, the,,? 5th, percentil-e 'of;,;thech,arges .submi ttedwi thin a 
speciality(OB-,Gyri,f16):"'ca:lcu~a~ed in a complicated way as follows: 
The prevailing" charge' i!i;:always 'based on :'the charges for the previous 
year, . waited for frequency,:' arrayed' 'froni,;lowest to .,thehighest--the 
final product adjusted to, ,the~edicare:EconoInic,' Index~In this 
office'S case, that fee allowed 'iri'1984 with two 1% increases 
since 1984. ,An examplefor:_determining the:'prevailing_charge would be 
taking 5000 services >(same'.code)t,,;1402doctors'charging $5.00, 
1515 doctors ~harge.$6.~O~;1680:charging $7.00,~nd 803 charging 
$8.00. Take 75% of 5000 equals 3750 and adding 1402 plus 1515 
plus 1680 would give you 4197 ',-cases with ,,3750 patients falling 
into that group , and hence ·.the ;prevailing' fee--$7 _ 00 • 'Medicare 
will then pay 80% of ,'that. $7 .·OO.-::Againthe prevailing charge is 

taken fromthe"fr~Z~~',:~i~,~~ .. ::~~~4~~1t:;;: ',',"~';::'<";;:;j:'; " . 

The "actual. charge" :is,the"charge"thatis ,sUbmitted currently on 
claims for this immediate yearwhichwill'be again with the 1% 
increase if Medicare oka~ed ~t~~i~h they did • 
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Slue Cross 
lind 

Blue Shield 
of Montana 

November 28, 1988 

Van Kirke Nelson, M.D 

.. , 
Helena Division 
404 Fuller Avenue· P.O. Box 4309 
Helena, Montana 59604 
(406) 444-8200 . 

Kalispell Ob-Gyn Associates, P.C. 
210 Sunny View Lane 
Kalispell, Montana 59901 

Great Falls Division 
3360 10th Ave. South • P.O. Box 5004 
Great Falls, Montana 59403 
(406) 791-4000 

Reply to Helena Division 

The response from "Citizen Action" was evasive due to lack 
of data to respond to your questions. Unfortunately, that's 
the nature of today's limited statistical data base. 

My best analysis of the communications problem still lies 
in an inability to fully understand the meaning of what 
is considered an "overbilled" charge. During this last 
decade, HCFA (and Congress) have been controlling health 
care costs by imposing freezes and suppressed inflation 
index factors far below the general CPI and Medical care 
index. This year, the index adjustment was 1% and 3% for 
general and primary care services respectively. Therefore, 
the current charging patterns cannot parallel the suppressed 
allowances as determined by Medicare. We've always had 
difficulty in conveying an understanding of Medicare's 
lower reimbursement compared to billed charges. Since 
the reimbursement is a suppressed factor by design, it 
therefore becomes Medicare's allowance as determined by 
government benefit guidelines. It can be and is often 
misconstrued that the Medicare payment represents a 
uni versally acceptable "reasonable fee" or the going rate. 
Unfortunately, that is not the case. 

In our private business, we determine our allowances based 
upon an array of customary charges and select the 90th 
percentile to represent our. "prevailing" ceiling payment. 
In many cases, the 90th percentile can reflect the vast 
majority of customary billed charges. One might find above 
the 90th percentile some charges significantly higher, 
but still, extenuating circumstances can often justify 
in the physician's own mind why differences in charges 
are billed. Therefore, trying to determine "excessively" 
billed charges is quite difficult under most circumstances. 
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11m not sure what one could do at this point to rectify 
the misunderstanding that has occurred. At least, if we 
receive any further correspondence from this source, these 
viewpoints can be expressed. 

Sincerely, 

H~.~ 
Vice President 
Planning and Government Programs 

HLR:cb 
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MONTANA HOSPITALS 

[¥] 'HOSPITAL PROFILES 
1M Montana has sixty-five hospitals to serve Its residents. 

The vast majority (55) of them are locally operated. not­
fe profit general hospitals distributed In every comer of 
tl!l ,state. Three of the hospitals specialize In either 
c~dren. adolescent or adult psychological disorders 
and chemical dependency. Six are federally owned 
Q ::l operated exclusively for either veterans. Indians. or 
rt.tary personnel and their dependents. One Is owned 
and operated by the State of Montana, 

Most of Montana's hospitals serve rural populations 
c. ::1. due to demographics and geography. they are 
~essarlly small. More than 78 percent of Montana's 
hospitals are smaller than 90 beds and almost 54 percent 
C) smaller than 30 beds In size, More than 90 percent 
r tet the federal deslgnation of being rural hospitals . .. 
~.. Hospital Types 

T~al number of Montana Hospitals 65 
~ 

t" Jd Size 
f-=-ill... 190 and more beds 6 

90-189 beds 8 
30-89 beds 16 

t--
Fewer than 30 beds 35 -

By Primary Service 

t--
General Acute Care 5~ 

Urban (by Federal Desiqnafion) 4 - Rural 51 
Pyschlatric 3 
Federal 6 ,-, . 

.. Hospltal/Nurslng Home 
33 Combined Facilities 

Bi Ownership 
'"i. Private. Not-For-Proflt 41 

County or District 14 

'-i 
For-Profit 3 
Federal 6 

- State 1 

AT A GLANCE 

= HOSPITAL UTILIZATION 
The Information In this section of the report Is based 

upon the results of a survey of 1987 utilization and financial 
data for 56 general. acute care hospitals. The survey was 
co-sponsored by the Montana Hospital Association. the 
Montana Department of Health and Environmental 
Sciences and the American Hospital Association. 

Admissions and patient days per 1.CXXl people Is a 
common measure of the efficiency of a health care 
system, In the aggregate. hospital costs are most 
effectively controlled by reducing Inpatient utilization. 
Montana's utilization per 1.000 people closely follows the 
national trend. however. Montana began the four-year 
period 6 per cent below the national admissions rate. 
and 37 per cent below the patient days rate. 

Admissions per 1000 Population 
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~ Why Is Montana's rate of admissions relatfvely close "0 the national rate. but Its rate of patient days relatfvely 
distant from the national rate? It Is because of Montana's 
'Jw average length of stay, Length of stay Is how long a 

.. ~rson stays In the hospital per admission. It Is a function 
_I the degree of Illness and the efficiency of treatment. 
I:lecause Montana hospitals treat virtually all medical 
:ondltlons. It Is likely the efficiency and effectiveness of 

lIrfteatment which produces low lengths of stay. The shorter 
the period of time a person Is In the hospital. the less the 
:ost. .. 

AVERAGE LENGTH OF STAY 

"- Year Montana United states 
T 
I 1984 5.2 6.4 

1985 5.0 6.3 
lio. 1986 5.1 6.3 
I 1987 5.2 6.6 

The number of admissions and patient days and. sub­
lliltquently. hospital occupancy rates. have declined In 
each of the four years In Montana hospitals. This has been a 
--:msequence of the new Medicare payment system. 
•. ")anges In medical practice. the emphasis on outpatient 
~re as a less costly altematlve to hospitalization. and 
Innovations In medical Insurance coverage such as second 

rglcal opinions and preadmission certification . .. 
l1li 680 i 

580 

.. 480 

380 

280 .. 

618 

180 119 

Admissions and Patient Days 
Montano 1984-1987 

Patient Days 

555 553 

Admissions 

111 109 103 .. ====~====~==~====~====~==~ 80 -\- I I 
.. 1984 1985 1986 

HOSPITAL OCCUPANCY RATES BY BED SIZE 
1984-1987 

1984 1985 1986 
L 
All Hospitals 50.8% 45.8% 45.74% 
} 90 and more Beds 64.6% 58.9% 55.4% 
~. - 189 Beds 55.0% 51.7% 51.5% 

1 .. - 89 Beds 33.8% 28.7% 30.8% 
Fewer than 30 Beds 30.1% 24.0% 30.2% 

-

1967 

, 1987 

46.2% 
55.9% 
51.9% 
35.7% 
26.2% 

[[J HOSPITAL FINANCE 

• ECONOMIC PROFILE 

Not only are Montana hospitals the focal point for 
health care delivery In their communities. but they playa 
major role In local economics. Montana general 
hospitals employ almost 9.000 full-time equivalents across 
the state. making the hospital Industry one of the state's 
largest and most stable employers. Almost 1 .200 
physicians also serve on the medical staffs of hospitals. 
Hospitals Indirectly provide additional Jobs for 
construction Workers. delivery people. government 
workers and other personnel. 

In 1987 total hospital expenditures In Montana were 
$384 million. How hospitals spent their money Illustrates the 
Important contribution made by the hospital Industry. 

E'l Supplies 

41% 

D 

Hospital Spending 

• Salaries and Wages 

46% 

Employee Benems 

More than half of the $384 million total hospital 
expenditure was paid directly to employees and their 
families In the form of salaries and wages. and employee 
benefits. Studies estimate that an Individual's personal 
Income Is spent between two to five times before It 
leaves the community. For example. money that Is spent 
on the family's groceries Is used by the store to pay for It's 
salaries and utilities. Using the most conservative estimate 
of two. hospitals contributed $360 million. through their 
employees. to the economies of local Montana 
communities. 

Hospitals are also a market for locally and regionally 
produced goods and services. Hospitals require a full 
range of supplies; from food to pharmaceuticals; from 
office equipment to medical supplies; and services. 
Including accountants. attorneys and architects. In 
addition to physicians. 

• HOSPITAL COSTS 

The double digit rate of cost Increase which plagued 
the health care Industry for much of the seventies and early 
eighties came to an abrupt halt In 1984. In 1984. the rate of 
Increase In total hospital costs was approximately one-third 
the rate of the previous year. Since 1984. Montana hospitals 
have averaged a rate of cost Increase of about six percent. 
In 1987. the hospital Inflation rate dipped by almost a full 
percentage point from the previous year. 



STATE COMPARISONS 
The source of the twelve tables contained on this page Is the Stata Policy Data Book '88, a publication of State Polley 

Research, Inc. The Data Book lists the ranking of all of the states. and the naflonal average. For this report. the highest ranking 
.. tate. the lowest ranking state. the naflonal average. and the ranklngs of the four states conflguous to Montana (North Dakota. 

South Dakota. Idaho and Wyoming) are listed In addlflon to Montana. 

~ Neonatal Mortality Rates Yearly Malpractlca PremIums Percent of Nonelderly Population 
Deaths per 1,000 Uve BIrths (1985) for PhysIcIans In Obstetrics! WIthout Health Insurance (1985) 

Rank State Number Gyneology (1987) Rank State Percent 

1 1 Delaware 10.6 Rank- State Amount ($) 1 Oklahoma 25.3 
Nat'l Average 7.0 1 Florida 76AOO 11 Idaho 21.2 

27 Wyoming 6.4 13 Idaho 40.300 17 Montana 18.4 
28 Idaho 6.3 16 Montana 39.800 20 South Dakota 17.7 , 43 North Dakota 5.4 24 Wyoming 31.700 Nat'l Average 17.4 
44 South Dakota 5.4 Unwelghted 48 North Dakota NA 
49 Montana 5.0 Average 31.514 50 Wyoming NA , 50 Nevada 4.8 38 North Dakota 18.600 

39 South Dakota 18.600 
50 Vermont NA 

IIiIII Infant Mortality MedIcaId RecIpIents Per 1,000 AccIdental Death Rates 
Infant Deaths per 1,000 Uve BIrths Population (1985) per 100,000 Population (1984) 

(1965) Rank State Number Rank state Rate 
Rank State Number 1 california 12.8 1 Alaska 85.7 

III 1 Delaware 14.8 Nat'l Average 8.5 3 Wyoming 59.1 
6 Wyoming 12.2. 35 Montana 5.7 4 Montana 56.8 

Nat'l Average 10.6 37 North Dakota 5.4 13 South Dakota 48.4 

IiIII 26 Idaho 10.4 41 South Dakota 4.8 14 Idaho 47.7 
27 Montana 10.3 46 Wyoming 3.9 20 North Dakota 46.1 
32 South Dakota 9.9 47 Idaho 3.9 Nat'l Average 39.3 
48 North Dakota 8.5 50 Arizona 0.0 50 Rhode Island 27.2 .. 50 Rhode Island 8.2 

... Percent of Infants Whose MedIcaId Payments Per Capita PhysIcIans per 100,000 PopulatIon 
Mothers ReceIved Late or No (1985) (1985) 

Prenatal Care (1985) Rank state Number ($) Rank State Number 
Rank State Percent 1 New York 427 1 Maryland 334 

II. 1 New Mexico 13.4 8 North Dakota 171 Nat'! Average 220 
Nat'! Average 5.7 Nat'l Average 157 37 North Dakota 168 

13 South Dakota 5.6 23 South Dakota 133 41 Montana 155 
17 Idaho 5.4 30 Montana 116 46 South Dakota 143 

iIIIII 29 Wyoming 4.3 46 Idaho 76 47 Wyoming 140 
33 Montana 4.1 49 Wyoming 55 49 Idaho 133 
47 North Dakota 2.5 50 • Arizona 0 50 MIssissippi 126 
50 Iowa 2.1 

1M 

Percent of EligIbles for the Women, Average MedIcaId SpendIng CommunIty Hospital Beds 
Infant & Children (WIC) per AFDC Child per 1,000 PopulatIon (1984) 

III Program Who Were Served (1987) Adjusted for Prlce DIfferences (1984) Rank State Number 
Rank State Percent Rank State Amount ($) 1 North Dakota 7.7 

1 Vermont 81.3 1 North Dakota 766 2 South Dakota 6.5 

III 
4 Wyoming 63.7 5 South Dakota 643 4 Montana 5.6 

10 North Dakota 52.1 15 Wyoming 503 Nat'! Average 4.3 
Nat'l Average 44.6 Nat'! Average 441 34 Wyoming 3.9 

27 Montana 43.0 28 Idaho 401 38 Idaho 3.6 

fill 37 South Dakota 39.9 35 Montana 343 50 Alaska 2.3 
49 Idaho 31.7 50 Arizona 0 

.. I 
50 HawaII 27.2 

-



Continued from front page 

Health Care for Montanans 
Improving health care for Montanans has been 

a top priority for me again this year. Montanans, like 
other Americans who live in more sparsely populat­
ed regions of the country, are often neglected by fed­
eral health officials who focus too much on urban 
health problems. As a member of the Health Subcom­
mittee, I've written legislation to help our health offi­
cials and community hospitals provide better care to 
you. 

The Baucus Rural Health Care bill adjusts Medi­
care reimbursement formulas to compensate for the 

'terence between small community hospitals and 
"'~ urban medical centers. In general, hospitals pur­
chase much of the same expensive equipment and 
need to have well trained staff. Small community 
hospitals in Montana have fewer patients over which 
to spread their costs. That means higher costs for all 
of us, and tighter budgets for our hospitals struggling 
to provide good health care to Montana families. 

My legislation requires the federal government 
10 pay its fair share oi hospital costs and not favor 
big city hospitals over our own. This will help keep 
Montana's community hospitals healthy for all of us_ 

Attracting good people to Montana to provide 
health care is also part of the bill. Nearly 60% of our 
counties are classified as "health manpower shortage 
areas." My legislation will raise incentive payments 
used to attract doctors to small communities. 

Rural Economic Development 
Montanans are leaving their home at an alarming 

rate - over 16,000 since 1985. Families are being 
driven away because our economy is not creating jobs 
at home. This trend must stop. 

As Chairman of the Rural Economy Subcommit-

U.S.·Canada Trade Agreement 
A bill making the U.S.-Canada Trade Agreement 

take effect January 1, 1989, is expected to receive 
overwhelming approval in Congress and be signed 
into law by the President. The trade agreement cre­
ates a free trade zone between the United States and 
Canada by eliminating tariffs and quotas between the 
two countries. 

A key provision of the bill is the Baucus-Danforth 
amendment, which requires the U.S. to take a tough 
stance against Canadian subsidies, which were not 
covered under the original agreement. Without the 
amendment Montana's natural resource industries 
faced devastating competition and lost jobs because 
of subsidized Canadian Imports. For example, the 
ASARCO smelter in Helena would have to compete 
against a subsidized Canadian smelter. Under the 
Baucus-Danforth Amendment, If Canada does not 
eliminate the subsidy, ASARCO can seek to Impose 
an offsetting duty. 

The leadership of Montana's natural resource in­
dustries helped me write the amendment. With It, the 
U.S.-Trade Agreement will help lower all barriers to 
trade - subsidies included. Not just duties and quo­
tas. And that is an agreement that works for, not 
against, Montana. 

Heads and Tails Over the Centennial 
To help celebrate Montana's statehood, I have in­

troduced legislation to authorize a commemorative 
coin to mark the centennial celebration of Montana 
and five other western states_ The coin will have the 
regional centennial logo on one side and a combina­
tion of the busts of Thomas Jefferson and Lewis and 
Clark on the other. It will be available in 1989 for ap­
proximately $150. Twenty dollars of the cost will be 
returned to the U.S. Treasury to help reduce the fed­
eral deficil. 
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Group says 
Medicare 
overpaicl 
$2.7 billion 

WASHlNGTQNIAPI - Tl)e na­
UQn', 31 mlllIOll MedlCllfe ben,U­
clariflj paid ,2,1 billioll In doctor 
billa Qver and abQve the ~rse. Ule. 
1I0vernment considered reaaonable 
laalyear, a. clti~DII advQC4cy aroup 
~lIid today, " , 

That breaki down to an iverqe 
of »8,11 for eacb of the,1U mlllion 
doctor billa procepe4 by the federal 
Pr081'am' :tbat .. tnc;J~ded what II 
IulOWD In Medicare J!\~illll a. "u· 
ce~ billilli. ,. . 

. Tho~ 70,3 fIl,ilUon c~hDl were II 
percent .. ' of the Iotal doctor billa 
submitted 10 .Me<Iloare In fillCal 

. la117. ~ WI )ow for whicb rec:onla 
ire cOmplete. . 

. . Tbe I;lICeII biUing claiJllli came 
· from tIllI 63 percent of·the Dation'. 
doc~ . wbo Pave DOt qree<! to 
abidu I/y fee lICbedu1e1 Illt by Mudi-
f!Jre. . , 

Br\II!.oa. dQwn by ltate, the per­
Cfmage . Ilf claims with e.xcea. 
charlie. ranged from· a percent ill 

'. Mauaf;hu.selUi to lil percent In WylJo 
ming. .' . . 

In Montana'45 'percent 'of medi-
· c:.c" olalmalnliOl,ed uce .. chargea 
Ulattoklll4 ,lQ., mUUciU,1OI:Or41Di 
14I-1he~~cw.a~· 

·;··.~n;· ...... , .. , " 
.. TIIere were ;180,187 claims In 
MOIltan. wtlh eXCeal cbarllea durinl 

· (1_11887, ·av.rqlnll ".311 In over­
paymentJ per claim and putting 
Montana 47th amOllIL the states In 
the . percentage .of clail1lll having 
UCeal charles, aceord1l111 to figures 
compiled by the IlfOIIP from recordB 
of the Health Care Financlna Ad­
·mlnistration. 

Amoni Montana phYJlclans, 18.9 
percent have agreed to abide by fee 
scl1edulea ealibUsbed by Medicare, 
wbich rink. Montana ~th amOlle 
the Ita!es bued on the percentaae 
of physicians who hav, agreed to do 
SQ, the citizens' 81'OUP said. 

Although federal health offlclall 
and Conaresa have Imtltuted a 
aeries of prollrama deslBRed to en· 

· couralle doctor. to follow the MedI· 
care Bcale, lbere.!1 no naUonaI rule 
requlrinll them. to do so. 

; The percentaae of physlclanl 
wb,o volun tarlly follow. the Medicare 
fee lIChedul. fallies from 73.5 
percent ill Alabama to lU percent 
III ldabo.· , 

Doctors 10 Muaachuaette are 
barred by 8~tc law from bIlllna 
tbelr patiente:more than the Medi­
care seall. j~ OIIly ~.II per<:eJIt 01 
them have agretll voluntarily to jolll 
Medicare's roster of "parUcipatlng 
pbyslciiU\ll'! who "accept aWIIII-
ment,' , . 
/ " . Medicare' beneficiaries are re-
· qul~ to. pay 20 percent of th, 
amount charKed even by UIoIt doc­
torll' wllo "accept iWenment" ~ 
.that ia IlIbmit 111118 that aelbert to 

.' tbeMedicartfee »1.aiWa1'li • 
. . ' Tbole required CIJopayments 

amounted to $2li.8i for each of the . 
. 70.S mllliOll claims that alao COlI­
talned exces, billill~ .. 
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STEPHEN F. SPECKART, M. D. 
WILLIAM C. NICHOLS, M.D. 

January 23. 1989 

Senator William Norman 
State Capitol 
Helena, MT 59601 

Dear Senator Norman: 

Hematology, Oncology, Internal Medicine 

I am writing to voice my opposition to proposed legislation that I am told 
is being presented by Representative Stella Jean Hanson. This legislation 
is essentially another attempt to force physicians to take Medicare assign­
ment on all patients of Medicare age. 

As a practicing oncologist, I want to point out that Medicare has many gross 
discrepancies built into the system. One of these discrepancies labels a 
subspecialist cancer physician, like myself, as a general internist, which 
means that a limited office visit could be charged by an internist to care 
for an elderly person with a cold and I would, also, receive the same amount 
to care for another elderly person with a cancer spread throughout their 
body, causing significant pain. organ dysfunction and possibly the threat of 
death. I personally can only see between eight and 10 patients per day and 
I have to pay a staff of 12 ancillary people to deliver quality cancer care 
in an outpatient setting to Montanans. Since the Medicare system does not 
want to rectify or acknowledge the fact that dealing with cancer is much more 
difficult than dealing with ordinary disease, I am olaced in a very difficult 
position of providing cancer care for the elderly person with a limited 
amount of return for a maximum amount of effort on my part. Oncologists in 
other parts of the country who have to practice under a forced assignment 
schedule, either have to shift charges to non-Medicare patients or have to 
radically curtail the amount of time and effort to deal with cancer in the 
elderly population. Unfortunately, both of these would be forced upon us if 
you consider this bill as presently stated. 

There is a very reasonable alternative being proposed by the Montana Medical 
Association. We fully support the Mont-Share Program and would be happy to 
take assignment in a charitable way for elderly persons on fixed incomes who 
have no other means to pay for our services. We do see a very large propor­
tion of elderly patients who have financial security and have means of paying 
for the time and effort that wi put into their care and, on that basis, I 
don't think it is fair to impose legislation when nonlegislative alternatives 
that are preferable have been proposed and are workable. 

I do appreciate your time and consideration of this issue. Again, I am totally 
against the legislation being proposed by Representative Stella Jean Hanson. 

Si,/erel y , 1 I) n 
//;Jj~-/! j/,~JJl 
William C. Nichol~, M.D. 

WCN/j1p 

f.'1ISSOULA MEDICAL ONCOLOGY, P.c. 
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RONALD V. LOGE. M.D •• F.A.C.P. 
DIPLOMATE OF THE AMERICAN BOARD OF INTERNAL MEDICINE 

January 27, 1989 

DIPLOMATE IN GERIATRIC MEDICINE 

401 BARRETT 

DILLON. MONTANA 59725 

TELEPHONE (406) 683-6861 

Human Service and Aging Committee 
The Montana House of Representatives 
The Capitol Building 
Helena. MT 59620 

RE: HB 382. Mandatory Assignment Bill 

I am testifying to voice my concern over the purpose and goals of your 
Mandatory Medicare Assigment Bill. I am an internal medicine 
specialist and geriatrician from Dillon and have had a medical practice 
in Montana for the past eight years. My primary work involves carine. 
for the elderly. Although I accept Medicare assignment on all my 
patients, I am vigorously opposed to proposals that require this of all 
physicians for all MedicAre patients. As alleged by the Montana Senior 
Citizens' Association. the premise of this bill is that Montoga 
physIcians "overcharge" senior citizens and that this bill would 
correct that. 

Unfortunately, this group has provided you with misleading and 
incorrect "facts". It is clear that they do not understand the 
(:omplexities of Hedlcare regulations, nor do they recognize that rather 
than being "overcharged" by Montana physicians. they are receiving a 
di.scounted &clvil_e and an! being ulldccch.lt'v,ed by r10ntana physicians. 
Although lengthy, this SUffilJltUY. I hope, will shed some lieht on these 
issue~:i . 

Thp. current approved Medic8re rates arc based on profiles of charges in 
years pnst, not present. Consider also that Medicare reimbursement 
rates w;re frozen io the middle 1913us and have since been allowed to 
rise only at 1% to 3% per year with temporary cuts last year of 2.324% 
in compliance with Gramm-Rl1(iman. Medicare determines a Haximal 
Allowable Actual Charge (HAAC) for every procedure for every physician. 
This is the same or more than the "approved" amount and is also based 
on past fee profiles, not current charges. By law already a non­
participating physiciHo cannot charge more tlwn the HAAC but your bill 
would put physicians in violation of the Consumer Protection Act if the 
physician billed the MAAC Hmount, a federally-determined acceptClble 
charge. This bill would not even find this HAAC charge acceptllble 
since you would require all physicians to accept the "approved" amount. 
I know most senior citizens don't re~lize the difference between 
"Hpproved" amounts ;.J.nd :the HAAC. 

In nearly all cases the 8mount that a phYSician can charge a Med kare 
patient is less than non-Medicare patients. When ~ompared to common 
insurance carriers such as Blue Cross-Blue Shield, the anlounL approved 

" 



by Medicare is typically less than the amount approved by Blue Cross. 
All physicians recognize the lower profile inherent in treating 
Medicare patients but Medicare recipients and the general public are 
usually unaware of this difference. 

Let me provide an actual example. Both a 64-year-old and a 65-year-old 
person carry Blue Cross insurance and the 6S year old also has 
Medicare. They are both seen for a similar medical problem. The 
charge for the office visit for the 64 year old is $25.00 and for the 
65 year old is $17.81 (because of MAAC). Blue Cross approves $25.00 
for payment for both people, but Medicare only approves $14.00 for the 
Medicare recipient. However, because of present regulations the 
Medicare patient cannot be billed for more than $17.81. He will be 
responsible for 20% of the $14.00 plus $3.81 (the difference between 
HAAC and "approved" amount), for a total of $6.61. His Blue Cross co­
insurance reimburses him only for 20% of the Medicare approved amount, 
or $2.80. The patient remains responsible for $3.81. Under your bill, 
the physician could not collect this $3.81. Why should this be a 
consumer protection violation when the largest insurance carrier in 
the state approves $25.00 for the non-Medicare patient and the 
physician has billed only what Medicare has determined to be an 
acceptable HAAC charge? Medicare is by virtue of these limits a 
discounted system for senior citizens when they receive care from both 
participating and non-participating physicians. Medicare recipients 
are not being "overcharged" in our present system. 

Montana and its neighboring states have the lowest Medicare 
reimbursement rates in the nation and this explains their having the 
lowest rate of Medicare physician participation in the nation. Please 
refer to Appendix A. This document shows that Medicare approved 
charges are substantially lower than charges to the general population 
and also that for the same service Montana physicians can bill Medicare 
just half as much as physicians in the ~ore populous states. 

I would also point out that although there is geographic disparity in 
Medicare physician reimbursement, there is no geographic difference in 
Medicare recipients' premiums. Therefore, our Montona seniors are 
subsidizing the higher rates of reimbursement elsewhere. Forcing 
mandatory assignment only accelerates this disparity and serves 
neither the senior citizens nor their care-givers. 

Senior citizens have medical problems that generally require greater 
time and expertise than younger people, but Medicare reimbursement does 
not reflect the special care needed. Because of these factors there is 
a real concern that some physicians may not choose to treat Medicare 
patients. This is presently the case with those physicians who choose 
not to treat Medicaid patients because of reduced reimbusement. 
Access to care for the elderly may become more restricted in 
consequence of your bill. 

John Rother, executive counsel for the national office of the American 
Association of Retired Persons (AARP), the nation'S largest senior 
citizen lobby, stated in October 1988 that the AARP doesn't feel that 



mandatory assignment should be a state issue since it is a federal and 
not a state-run program. He expressed concern over loss of access to 
care with such legislation and instead favored payment reforms such as 
the Harvard Resource-based Relative Value Scale (RVS) which will 
probably be presented to Congress this year. 

The state of Washington's AARP formed a coalition with physicians in 
that state to detent an initiative similar to this legislation because 
of their concern about loss of access to care. 

The largest amount of senior citizens' out-of-pocket health care 
expenses come from nursing home care, hospitalization medicare 
deductible payments, high pharmaceutical drug bills and high cost 
procedures. Only the last item on this list is addressed by your bill. 
Primary care physicians' charges are not in this high cost list, yet 
this bill would impact every internist and family practice doctor in 
the state. Our senior citizens receive the majority of their care from 
these personal physicians, not from the higher-cost procedure 
specialist. 

The Physician Payment Reform Commission which was created in 1985 to 
advise Congress on Medicare physician payments will present its 
recommendations to Congress this year. Their considerations will 
include RVS (the issue of overpriced procedures) and/or state-by-state 
Medicare physician expenditure caps, These serious issues will be 
addressed by Congress this year. 

You are probably familiar with the voluntary assignment program 
developed by the Montana Medical Association known as Montshare to 
identify the truly financially needy. Eighty-seven percent of Montana 
physicians accept assignment on a case-by-case basis. Nationwide 
nearly 70% of Medicare claims are accep~ed on assignment. Physicians 
do take into consideration their patients' financial status. The 
Montshare program will enhance this. 

State Representative Paul Ogren of Minnesota stated he would kill 
legislation similar to yours that he wrote for Mitmesota' s 1989 
legislative session if the state medical society would develop a plan 
of voluntary assignment. The Minnesota Medical Society then developed 
such a program which is similar to Montshare. 

Besides Montana and Minnesota, thirteen other states and the District 
of Columbia have instituted voluntary Medicare assignment programs. 
About eighteen others'are·considering such plans. Futhermore, 
mandatory assignment bills have failed in the majority of states where 
they were introduced. 

Because Medicare approved amounts are less than charges to non-Medicare 
patients, mandatory uniform Medicare assignment would result in 
further cost-shifting to the non-Medicare population. To compensate 
for mandated lost income, physicians could be expected to increase 
their charges to non-Medicare patients. Your non-Medicare constituents 
should be mode aware of the ramifications of legislation which will 
probably increase their own health costs to subsidize senior citizens. 



In addition, Medicare recipients as a group are better insured than the 
non-Medicare population. Only 20% of Medicare recipients are dependent 
soley on Medicare for reducing the impact of illness whereas the vast 
majority of the 37,000,000 uninsured Americans are not in the Medicare 
age group. 

I appreciate your time in considering these issues. 

Respectfully submitted, 

RO~Vi:. MD 
401 Barrett 
Dillon, MT 59725 



APPENDIX A 
CODE 90050 

" ',-

AVERAGE 'SUBMITTED CHARGES 
S STATE 

.. M40.5-1-· ... ALASKA 
37.78 NEW YORK 
31.26 CONNECTICUT 
31.16 CALIFORNIA 
31.08 HAWAI I 
30.20 WASHINGTON, D.C. 
28.41 MASSACHUSETTS 
28.01 RHODE ISLAND 
27.84 NEVADA 
26.82 ARIZONA 
26.32 NEW JERSEY 
25.56 FLOR'IDA 
25.70 WASHINGJON 
25.05 PENNSYLVANIA 
24.09 OREGON 
23.95 MARYLAND 
23.79 MICHIGAN 
23.61 ILLINOIS 
23.58 NEW MEXICO 
23.25 COLORADO 
23.20 TEXAS 
22.78 OKLAHOMA 
22.64 MINNESOTA 
22.54 LOUISIANA 
22.43 DELAWARE 
22.42 ALABAMA 
22.19 GEORGIA 
22.30 NH VT (Ms-
2 • 8 

c
M0M:8 
tt CKY 

21.43 OHIO 
21.42 WISCONSIN 
21.16 WEST VIRGINIA 
21.15 WYOMING r' 

21.01 INDIANA 
20.79 IDAHO 
20.71 MAINE 
20.65 KANSAS 
20.34 NORTH CAROLI~A 
20~.o9 TENNESSEE 
20.40 MISSOURI 
29.98 VIRGINIA 
19.94 SOUTH CAROLINA 
19.73 ARKANSAS 
'19.50 NORTH DAKOtA 
18.64 UTAH 
18.60 MISSISSIPPI 
18.02 IOWA 
17.58 NEBRASKA. 

r~~ 
AVERAGE APPROVED CHARGES 

S STATE 

27.59 CONNECTICUT 
26.53 ALASKA 
26.08 NEW YORK 
24.54 WASHINGTON, D~C. 
23.39 CALIFORNIA 
22.14 HAWAI I 
21.76 NEVADA 
20.61 ARIZONA 
20.54 MASSACHUSETTS 
19.95 MARYLAND 
19.83 PENNSYLVANIA 
19.53 RHODE ISLAND 
19.16 DELAWARE 
19.14 NEW MEXICO 
18.33 OREGON 
18.32 WASHINGTON 
18.11 FLORIDA 
17.86 NEW JERSEY 
17.63 KENTUCKY 
17.54 INDIANA 
17.44 OKLAHOMA 
17.32 WYOMING 
17.29 MAINE ,. 
17.23 WISCONSIN 
16.97 ILLINOIS 
16.85 MICHIGAN 
16.25 NORTH DAKOTA 
16.07 MISSOURI 
16.05 NH VT. 
15.85 GEORGIA 
15.84 ALABAMA 
15.81 OHIO 
15.63 KANSAS 
15.13 MINNESOTA 
14..88 COLORADO 

iHf 1 .72 ~~~ANA),. INIA 
14.55 IDAHO 
14.46 TEXAS 
14.10 LOUISIANA 
13.62 NORTH CAROLINA 
13.17 " WEST VIRGINIA ,j' 

13.06 SOUTH CAROLINA 
12.97 MISSISSIPPI 
12.96 IOWA 
12.73 TENNESSEE 
11.88 UTAH 
11.87 ARKANSAS 
11.64 NEBRASKA 
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M & M CLUB 

Senior Citizens of Melstone and Musselshell, Montana 

JANUARY 18, 1989 

It has been brought to our attention that the "Mandatory Medicare 
Assignment" bill has been introduced in the Legislature. By signing 

• this letter, the undersigned Senior Citizens of Melstone and Mussel­
shell, Montana, approve this bill and. request your support in its 
passage in both Houses of the Legislature. Most of our members in 

• this area have limited income and can not afford to pay the medical 
costs over and above what Medicare allows. Even insurance coverage 
for these excess charges is becoming quite expensive and prohibitive 
to some members. Your assistance and help in the passage of this 

• bill will be appreciated. 

-



Augusta, Montana 

Jthuary 17, 1989 

~;e, the undersigned are in favor of the passage of Ithe bill 

now before . the legislature ---the m£V1datory acceptance of 

assignment of Medicare by doctors.of Montana 
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