AREA AGENCIES ON AGING ASSOCIATION OF MICHIGAN
\’ 6105 W. ST. JOSEPH, SUITE 204, LANSING, MICHIGAN 48917
October 16, 2012

The Honorable Joe Hune
Michigan Senate

State Capitol

P.O. Box 30036

Lansing, Michigan 48909-7536

Dear Senator Hune:

At our October 9, 2012 meeting, the Area Agencies on Aging Association of Michigan (AAAAM)
took a unanimous position in expressing significant concerns about Senate Bills 1293 and 1294.

Our concerns focus on several issues that are not addressed in the bills. First of all, the bills
unwittingly wipe out millions in funding for programs benefitting older adults and adults with
disabilities from a source known as “Blue Cross Escheats.” Uncashed checks issued by Blue
Cross Blue Shield are deposited in the State Treasury and after a sufficient waiting period are
allocated to the Michigan Office of Services to the Aging. This fiscal year, escheats funding totals
$5.6 million; in most years the funding is around one or two million. These funds are allocated
statewide through Area Agencies on Aging (AAAs) and support adult day care centers, respite
care, and in-home services that enable older adults and people with disabilities to remain safely in
their own homes and stay out of institutions. Aging funds have already plunged by $9 million
due to the cutbacks caused by the state’s recession. Losing the escheat funds will result in service
cutbacks, adult day care centers closing, and an increase in nursing home utilization with
Medicaid as the payment source.

Secondly, we feel strongly that the Blue Cross Medicare Supplemental Legacy policies Plans A
and C must be continued as they provide a critical safety net for low-income seniors and people
with disabilities on Medicare in our state. Senate Bills 1293 and 1294 would allow these policies
to be eliminated by Blue Cross Blue Shield. The Legacy policies are the most accessible and
affordable Medicare supplemental coverage available in our state today. Legacy policies are the
only policies not subject to underwriting (rejecting bad risks). Legacy policies are the only
policies benefitting from the senior subsidy, which reduces premiums significantly and to the
point that many low-income seniors and people with disabilities can afford to buy them. Without
these policies, thousands of low-income seniors and people with disabilities on Medicare will be
forced to drop Medigap insurance altogether, going on ‘bare Medicare,” with its high deductibles
and copayments. It will take just one serious illness or hospitalization for these individuals to
spend down their limited income and assets on health care bills and eventually wind up on
Medicaid.

It is important to note that the protections in the Affordable Care Act do not apply to Medicare
Supplemental (Medigap) policies. In 2014 and beyond, companies selling Medigap can still
underwrite (reject bad risks), and apply pre-existing condition exclusions.

(517) 886-1029, fax (517) 886-1305, www.mi-seniors.net
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