@2 YUKON-KUSKOKWIM HEALTH CORPORATION

“Working Together to Achieve Excellent Health”

August 5, 2009

The Honorable President Barack Obama DELIVERED VIA EMAIL
The White House Jodi_A._Gillette@who.eop.gov
C/O Ms. Jodi A. Gillette

1600 Pennsylvania Avenue NW

Washington, DC 20500

Dear Mr. President:

On behalf of the Yukon-Kuskokwim Health Corporation (YKHC), we are honored that
five members of your Cabinet will be visiting Bethel, Alaska on August 12. We welcome your
Cabinet and look forward to the listening sessions with your Cabinet members and their
respective staff.

YKHC provides health care under the authority of 58 federally-recognized Tribes and
pursuant to a Title V Compact with the federal government under the Indian Self-Determination
& Education Assistance Act (ISDEAA). YKHC has been contracting with the Indian Health
Service since before the enactment of the ISDEAA. Today we provide comprehensive
healthcare to approximately 30,000 largely Yup’ik Eskimo people across a roadless area the size
of Oregon, where the average per capita income is only $15,000.

As the principal health care provider in the region, YKHC serves both Natives and non-
Natives alike. We operate a hospital, 5 sub regional clinics, 44 village clinics and a variety of
outpatient and inpatient services in Bethel.

YKHC faces serious obstacles to providing quality and accessible health care services.
Gas in our main hub city of Bethel is $5.37 per gallon, and in our villages it is approaching $7
per gallon. But this is cheap when compared to a gallon of milk, which is over $9. When
considering the high energy, food and personnel costs against an Indian Health Service
appropriation that does not allow for mandatory medical inflation costs, providing healthcare for
our 58 tribes is a daily and extraordinary challenge.

These challenges are serious, especially, when considering the enormous health
disparities our region faces. For example, Alaska Natives’ leading cause of death is cancer. The
Alaska Native cancer mortality rate is approximately 26% higher than for U.S. Caucasians.
While cancer mortality for the rest of Americans is decreasing, it is increasing dramatically for
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Alaska Natives. Particularly disturbing is our region’s high suicide rates. Our age-adjusted
suicide rate for 15-19 year olds is 17 times the national average.

The following attachment contains a variety of health care related issues and
recommendations we would like each of your Cabinet members to consider in preparation of
their trip to Bethel. Please contact Dan Winkelman, Vice President for Administration &
General Counsel, at 907-543-6915 if any additional back-up material is needed or if you would
like to discuss any of these issues and recommendations in more detail.

Sincerely,

YUKON-KUSKOKWIM HEALTH CORP.




STATEMENT OF ISSUES AND RECOMMENDATIONS
FOR THE U.S. DEPARTMENT OF INTERIOR

Issue 1: Full Funding of Contract Support Costs

The Departments of Interior and Health & Human Services have not requested that
Congress fully fund contract support costs of Indian Self-Determination Education & Assistance
Act contractors and compactors.

Recommendations:

Both the Interior and Health & Human Services Department’s should support and
request in their respective budget requests to Congress, full funding of contract support costs for
Indian Self-Determination Education & Assistance Act contractors and compactors.

No single initiative in America’s history has had a more profound and positive effect on
strengthening Alaska Native communities than the 1975 Indian Self-Determination & Education
Assistance Act. Under its ISDEAA compact with the Indian Health Service, YKHC today
operates $145 million in essential governmental health care programs previously controlled by
IHS. Using contract funds and Medicare and Medicaid revenues from our compacted clinics and
hospital, together with other contracts and grants, YKHC employs over 1,400 people in Bethel
and the surrounding 50 villages. As such, YKHC is the largest employer in the YK Delta.

Our ISDEAA contracted operations are fully transparent. We undergo annual
independent and certified audits. DHHS then uses those audits to calculate the fixed
administrative costs YKHC requires to manage its compact (by assignment of an indirect cost
rate). DHHS also uses future independent audits to verify those costs and to make adjustments.

Although by OMB Circular all agencies are required to honor these indirect cost rates,
IHS has historically claimed insufficient “contract support cost” appropriations to pay YKHC in
full. The problem recurs year after year, and in fiscal year 2008 IHS underpaid YKHC
approximately $10,000,000 in contract support costs. Although we appreciate the President’s
Budget request of an additional $107,000,000.00, the contract support cost shortfall will only
increase in future fiscal years, unless Congress and the Administration work together to fully
fund contract support costs.

The government’s failure to pay YKHC in full is questionable, given the statutory
mandate that the Secretary “shall add to the contract the full amount to which the contractor is
entitled” (25 U.S.C. 450j-1(g)), including full contract support costs. Recently, IHS and YKHC
settled similar underpayments spanning 1993 to 2006 for $25 million plus interest (for a total
$42 million settlement).

Since YKHC’s contract support costs are fixed and necessary to operate and manage
YKHC’s compact (i.e., workers compensation insurance, audits costs, financial and procurement
management, etc.), YKHC has had no choice but to reduce its contracted program operations



through staffing and service reductions. This is how YKHC covers the portion of these fixed
costs that the government fails to pay.

Fully paying YKHC its “contract support costs” will carry forward the President’s policy
of strengthening tribal self-determination. It will permit the government to meet the statutory
requirement to pay these costs. It will immediately produce 128 health care provider jobs in the
Yukon-Kuskokwim Delta (YK Delta), plus another 20 health care jobs funded through the
Medicare, Medicaid and private insurance revenues that will be generated from these additional
services. It will enhance health care across the YK Delta. And it will end the current state of
affairs where contracts with Indian and Alaska Native Tribes, alone out of all government
contracts, are consistently underpaid. Given Bethel’s unemployment rate of 17.3%, and that the
unemployment rate in many villages of the Wade Hampton census unit is over 31%, these
benefits cannot be overstated, especially in the context of the current economic and health care
crisis.

Issue 2: Clean-up of the BIA Site & Land Transfer to YKHC

Congress mandated a land transfer of 27 acres of the U.S. Air Force “White Alice”
Bethel site, including its buildings, to YKHC. Although Congress mandated the transfer in 1992,
it has yet to take place. The land and building transfer was initially sponsored by Senator Frank
Murkowski and subsequently passed by Congress in 1992 under section 13 of Public Law 102-
497.

Brief History of the BIA Site
A. In 1992 Congress Passed Section 13 of Public Law 102-497

The parcel is located on the outskirts of Bethel, and was to be transferred to YKHC to
house healthcare workers and for other health care uses. At the time, there was a severe housing
shortage, which continues to date and causes difficulties in the hiring and retention of doctors,
nurses and other health care workers. The transfer saved the government millions of dollars
because as Senator Frank Murkowski explained:

.. . the Bureau of Indian Affairs declared as excess a housing facility just outside
of Bethel. This site was used by the BIA as administrative offices for their
agency’s operation in the Bethel area. Two years ago, they abandoned the site for
offices in downtown Bethel. This site has several residential and maintenance
buildings that would be suitable, with renovation, for staff housing for YKHC.
My amendment would transfer the portion of the old BIA Administrative site that
contains these buildings-27 acres of the original 45-and the buildings to YKHC.
These buildings, remodeled into 27 apartment units, would take care of 34 percent
of the critical housing need for YKHC. YKHC estimates that renovation of the



old BIA buildings will save ITHS approximately $17 million by avoiding
construction of new buildings.'

Accordingly, in 1992 Congress passed legislation that required the transfer to occur prior
to September 30, 1993. In addition, the legislation also specified that the Secretary of the
Interior and the Secretary of the Air Force complete and equally share the costs of any necessary
environmental response mandated by Federal and State laws to protect human health and the
environment. The remainder of the 47 acre site was to be transferred to the U.S. Fish and
Wildlife Service (USF&W).

B. Fuel Spill & Clean-up at the BIA Site

Unfortunately, the BIA had stored fuel remaining from prior operations in several large
tanks on the premises. In 1993, attempts were made to transfer the fuel off-site which resulted in
a large fuel spill. The spill necessitated a fuel clean-up and led to the discovery of additional
contaminants that originated from the Air Force’s and BIA's prior use of the White Alice site.
Rather than promptly cleaning-up the site, and despite clear statutory law, the Air Force and BIA
became engaged in a dispute over funding the clean-up and whether clean-up funds were
available. In 1997, after at least two meetings with Pentagon and Interior officials in Senator
Frank Murkowski’s office, clean-up of the site was finally initiated, and completed in 2000.

After the State of Alaska issued a “No Further Response Action Planned” letter, the BIA
and Air Force began drafting the transfer documents in 2001, nine years after passage of the
transfer legislation. In August 2001, a proposed copy of the transfer documents and agreements
were delivered to YKHC. During the drafting of these documents YKHC was left out of the
negotiations despite the legislation explicitly mandating that the conveyance be made on terms
“mutually agreed on between the Secretary of the Interior and the [YKHC] Corporation.” The
BIA attorney’s justification is that there would be no changes YKHC would want or the law
allowed.

C. Fire at the BIA Site

In late August 2001, many of the buildings on the site were destroyed by fire. Despite
YKHC’s repeated requests, from the 1990s to the date of the fire, the site was improperly
secured by the BIA. Anyone who drove out to the site had complete access to the buildings and
their contents. As a result, the buildings were used for parties and severely vandalized. For
example, the buildings’ exteriors and interiors were defaced, all the windows were broken, large
generators stolen, wall studs cut-out of walls, equipment and tools stolen, and garbage dumped
on the premises. Finally, as YKHC feared, in August 2001 vandals placed wooden pallets in the
building and it was set on fire. To date, the site has not been transferred or the fire debris
cleaned-up.
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