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State Senator

Chuck Chvala

SENATE MAJORITY LEADER

March 1, 1999

The Honorable Rodney Moen
Wisconsin State Senator

Rm. No. 8 South, Capitol
Madison, WI 53706

Dear Senator Moen:

The Senate Committee on Organization has approved your request for the
Members of the Senate Committee on Health, Utilities and Veterans and
Military Affairs to travel to La Crosse, Wisconsin on March 8, 1999 and
Wausau, Wisconsin on March 9, 1999, in order to hear public testimony on
provisions included in Senate Bill 45, the State Budget Bill.

It is the Committee’s understanding that you are seeking reimbursement for
all actual and necessary expenses associated with the committee members’
attendance at these hearings. It is further understood that you are seeking

approval for additional staff support from the Senate Sergeant-at-Arms, if
required.

Your request has been approved contingent upon the Senate not being in
session. Please let me know if you have any questions.

Sincerely,

Ctvuc Chvata

CHUCK CHVALA

Chairman

Senate Committee on Organization

State Capitol, Post Office Box 7882, Madison, WI 53707-7882 & Phone: (608) 266-9170 m Fax: (608) 266-5087
Legislative Hotline (Toll-Free) 1-800-362-WISC (9472) m E-Mail: chuck.chvala@legis.state.wi.us
World Wide Web: http://www legis.state.wi.us/senate/sen16/sen16.html

[ 42 3
L& printed on recycled paper
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March 8, 1999

Senator Rodney C. Moen, Chair and
Members of the Senate Health, Utilities
Veterans and Military Affairs Committee
State Capitol, Room 8 South

P. O. Box 7882

Madison, WI 53707-7882

RE: Governor's Budget Bill -- Senate Bill 45
Dear Senator Moen:

On behalf of Gundersen Lutheran, Inc. and its health care affiliates, thank you for
giving me the opportunity to appear before you today to discuss certain aspects of the
Governor’s proposed biennial budget, which has been introduced as Senate Bill 45.
With this letter, we will outline several key concerns that we have concerning the bill,
as introduced:

L "GENERAL OVERVIEW.

The Governor’s proposed biennial budget would result in Wisconsin hospitals losing
$13.8 million in Medicaid funding. When combined with the impact of current
Medicare cuts at the federal level, this will result in millions of dollars in health care
costs being shifted to private health care users in Wisconsin, including those who have
insurance and those who do not. Like the Wisconsin Health and Hospital Association
(“WHA”"), we believe that this is not only unreasonable, but also unacceptable.

In the context of Gundersen Lutheran and, in particular, our primary hospital affiliate,
Lutheran Hospital - La Crosse, Inc., approximately 50 percent of all patients seen are
covered by Medicare and Medicaid. The Governor's proposed two-year freeze in the
Medicaid rate for inpatient care, and his proposed 1 percent increase in the Medicaid
rate for outpatient care in the first year of the biennium, will leave Lutheran Hospital
with no alternative but to increase rates accordingly for all other non-Medicare, non-
Medicaid patients. In light of declining rates over the last several years, Lutheran
Hospital already had to raise its rates 6.4 percent for calendar year 1999 for non-
Medicare and non-Medicaid patients in order to cover the anticipated 2 %% to 3 percent

Gundersen Clinic, Ltd.
1836 South Avenue ® La Crosse, Wisconsin 54601 » (608) 782-7300 e (800) 362-9567



per year increase in overhead expenses. The Governor’s budget will force us to the
same thing in calendar year 2000 and thereafter.

More importantly, the Governor’s proposed biennial budget will result in a dramatic loss
of federal funds for the State of Wisconsin, further eroding the amount of federal funds
that come back into this state. In that regard, federal funding covers 60 percent of the
cost of the Medical Assistance Program. For every $1.00 lost in state funding for this
program, the State of Wisconsin stands to lose $1.50 in federal dollars. Again, we view
this as unacceptable.

i GRADUATE MEDICAL EDUCATION.

For years, Gundersen Lutheran and its affiliates have sponsored a graduate medical
education program in La Crosse, Wisconsin, with a particular emphasis on training
rural health care providers. During the period of 1990 to 1999, 221 residents have
graduated from Gundersen'’s residency program. Of those graduates, 55 percent have
remained in the Tri-State area providing health care for rural constituents in western
Wisconsin, southeastern Minnesota, and northeast lowa. 60 graduates of our
graduate medical education program — more than 27 percent — have remained in
western Wisconsin, providing health care for rural constituents ranging from Prairie du
Chien to the south, Richland Center and Mauston to the east, and Black River Falls
and Whitehall to the east. Indeed, we have found our graduate medical education
program to be essential to our efforts to provide Wisconsin’s rural citizens with quality
health care.

The Governor's proposed budget would reduce the funding needed to support
Wisconsin's residency programs by $3.6 million in federal funds and $2.5 million in
state funds. We believe that this reduction will have a major adverse impact upon the
efforts of Gundersen Lutheran and other Wisconsin health care providers to train,
recruit and keep physicians. We strongly encourage you to restore this funding.

. CRIMINAL BACKGROUND CHECK LAW.

During the last biennium, the Legislature adopted legislation that, effective October 1,
1998, required all Wisconsin health care providers to conduct criminal background
checks on all new employees and independent contractors who have access to
patients, no matter how remote such contact or access may be. Effective October 1,
1999, health care providers will be required to conduct such criminal background
checks on all existing employees.

Though well-intentioned, Wisconsin's criminal background check statute has become a
nightmare for Wisconsin health care providers and the employees and contractors who
help them provide health care services. Gundersen Lutheran and its affiliates employ
more than 6,000 employees in the State of Wisconsin. The absence of clear
parameters in the legislation, limiting it to those employees and contractors who



provide direct patient care, as well as the time, effort and expense associated with
conducting criminal background checks on all employees and contractors is extremely
burdensome. In the face of declining federal and state health care dollars, moreover,
this burden is unreasonable. Since the Governor’'s budget does not adequately
address this problem, we respectfully request that you do so in the legislature.

IV. MEDICAID FRAUD.

As many of you are aware, it has become popular for government officials to view those
who are engaged in health care as villains. Focussing upon billing errors made by a
small minority of health care providers, and using highly publicized politics of fear, the
federal government has encouraged elderly patients across the country to turn on their
doctors and report alleged billing abuses in exchange for monetary rewards. The net
effect of this regulatory effort has been a dramatic increase in the volume of health care
regulations and enforcers, similar increases in the number of support staff hired by
hospitals and health care providers to assure compliance, and a major increase in
overhead costs associated with that effort. The key thing that is missing in all of this is
the “Education First, Enforcement Second” concept that have been successfully
implemented by the Wisconsin Department of Commerce, the Wisconsin Department of
Workforce Development and other state agencies.

Gundersen Lutheran strongly believes that integrity in connection with the billing of
patients and their payors is important, whether such payors involve Medicare,
Medicaid, CHAMPUS, the VA, private insurance carriers or patients. At the same time,
we strongly oppose a little noticed provision in the Governor’s biennial budget that
would grant the Department of Justice the authority to impose additional civil monetary
penalties and fines against Wisconsin health care providers. The Department of
Justice has more than enough tools to enforce the law against health care providers,
including the threat of criminal prosecution. This proposed provision, which the
Governor anticipates will result in approximately $200,000 in additional state revenue,
will cause substantially more compliance related efforts than it is worth for Wisconsin's
citizens, and we encourage you to delete if from the budget bill.

Thank you for giving us the opportunity to offer comments on the Governor's proposed
legislation.

Sincerely yours,

GUNDERSEN LUTHERAN, INC.

| ——————

{ howay . \[M@M
Thomas H. Taylor ,
Vice President and General Counsel
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