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S E N A T E  A M E N D M E N T

B y  _  Josephson

J3 A=<L - J  3  ,

*7 /  4.

To*. Committee Substitute for _  SENATE BILL No.  8 3 (Finance )

To: ___________________________________ HOUSE BILL No. ________________

Pa g e : Line: 1 9

A d d  to Section 8:

S e c . 8. AS 47.07. 080 (1) and AS 29.90 are [is] repealed,

S 70



By Josephson

Jcfiommittee Substitute for  SENATE BILL No. 85 (finance)

To: ___________________________ HOUSE BILL No, _______________

Page: 6 Line: 20

A d d  a new section to the bill to read:

Sec. . The sponsor of a hospital or health facility
construction project who is receiving or entitled to receive 
state aid under AS 29.90 on the day preceding the effective 
date of this act shall continue to receive state aid until 
the sponsor has received an amount which, combined with state 
matching money for construction of the hospital or health 
facility, equals 25 percent of the total project cost.
Money received for construction may not be used for any other 
p u r p o s e .



Offered in the SENATE 

TO: CSSB 8 5 (Fin)

By Josephson

Page 1, line 6, after "to" insert "certificate of need,"

Page 1, after line 9, insert the following n e w  section to read:

"* Section 1. AS 18.07.031 is amended to read:

Sec. 18.07.031. CERTIFICATE OF NEED REQUIRED. No person may 

make an expenditure of $1,000,000 or more for any of [UNDERTAKE] the 

following unless authorized under the terms of a certificate of need 

issued by the office:

(1) construction of a health care facility;

(2) alteration of the bed capacity of a health care facil­

ity; or

(3) addition or elimination of a category of health s e r­

vices provided by a health care facility."

Renumber remaining sections.

- 1 - 6 / 7 / 8 3
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Original sponsors: Faiks, Fischer
and Pettyjohn

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 85 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act amending provisions related to Medicaid and

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND DECLARATION OF POLICY. The legislature 

acknowledges the need to pay health facilities for services provided to 

beneficiaries of state programs at a level that will meet the proportionate 

share of the total financial requirements of the facilities that are a t­

tributable to those programs given prudent and cost-effective management 

and operation of such facilities. The legislature finds that, because

M e d i c a i d  is a joint state and federal program and because federal Medicaid 

funds have b e e n  and are likely to continue to be reduced dramatically, a  ̂

retrospective payment system nc longer serves as an appropriate method of 

compensation, nor does it respond w i t h  appropriate flexibility to continued 

federal cutbacks. A prospective payment system is necessary to prudently 

address payments to health facilities under the Medicaid and general relief 

m e d i c a l  assistance programs. "  j

* Sec. 2. AS 47.07.070 is repealed and reenacted to read:

Sec. 47.07.070. PAYMENT TO HEALTH FACILITIES. (a) The commis- j 

sion shall determine prospectively the rate of payment to a health 

facility under this chapter and AS 47.25.120 - 47.25.300 based on a 

fair rate for reasonable costs incurred by the facility. The c o m m i s­

sion shall b y  regulation list the factors it considers in mak i n g  its 

rate determinations under this section.

general relief medical assistance; and providing for

an effective date.”

-1-
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(b) In determining a rate of payment to a health facility under 

this section, the commission shall consider the proportionate share of 

the facility's financial requirements for patient care for

(1) costs of current operations, including salaries and 

wages, purchased services, supplies, insurance, leases, depreciation, 

taxes, interest expense, maint e n a n c e  and other health facility ope r a t­

ing expenses; and

(2) education, research, and appropriate capital d e v e l o p­

ment.

(c) In determining a rate of payment to a health facility under 

this section, the commission m a y  consider whether the rare of u t i l i z a­

tion of the faci lity has been r e d u c e d  because of improvident or car e­

less development of the facility.

* Sec. 3. AS 47.07 is amended by adding n e w  sections to read:

Sec. 47.07.071. REPORTS BY H E A L T H  FACILITIES. Not later than 

120 days after the end of each fiscal year of a health facility, the 

facility shall submit to the commission a report on the facility's 

financial performance during the fiscal year.

Sec. 47.07.072. REPORT BY THE COMMISSION. Not later than Sep­

tember 30 of each year, the commission shall submit to the governor a 

report on the pr ospective paym ents m a d e  un der this chapter during the 

current fiscal year and an estimate of the prospective payments that 

will be made during the remainder of the current fiscal year and the 

next fiscal year. The report shall state the assumptions that are 

u s e d  as a basis for the estimates.

Sec. 47.07.073. U N I F O R M  ACCOUNTING, BUDGETING, AND FINANCIAL 

REPORTING. (a) The commission b y  regulation shall require a uniform 

system of accounting, budgeting, and financial reporting for health 

facilities receiving prospective payments under this chapter. .The 

CSSB 85 (Fin) -2-
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regulations shall provide for reporting revenues, expenses, assets, 

liabilities, and units of service. The commission shall specify the 

date the system becomes effective for each health facility.

(b) In adopting regulations un d e r  this section, the commission 

shall consider

(1) accounting, budgeting, and financial reporting p r o c e­

dures u s e d  by health facilities;

(2) variations among hea l t h  facilities in the types of 

h e a l t h  care services provided by h e a l t h  facilities;

(3) the size and organizational structure of health 

f a c i l i t i e s ;

(4) the methods used by health facilities to obtain 

p a y m e n t s ; and

(5) other factors the commission considers relevant.

(c) The commission m a y  w a i v e  or modify a requirement for a c­

counting, budgeting, or financial reporting for a h e a l t h  facility if 

w a i v e r  or m o d i f i c a t i o n  is

(1) necessary to avoid excessive costs to the facility; and
i

(2) consistent w i t h  the policies of this chapter.■

(d) Notwithstanding other provisions of this section, the c o m­

mis s i o n  may, by regulation, m o d i f y  the system of accounting, b u d g e t­

ing, and financial reporting r e q u i r e d  under this section for a health 

facility having less than 25 acute care beds in order to reduce the 

operating costs of that facility.

Sec. 47.07.074. AUDITS AND INSPECTIONS. As a condition of 

obtaining payment under AS 47.07.070, a hea l t h  facility shall allow

(1) the department and the commission reasonable access to 

the financial records of m e d i c a l  assistance beneficiaries; and

(2) inspection of financial records by state and federal

-3-



agencies to the extent required by federal law.

Sec. 47.07.075. APPLICATION OF ADMINISTRATIVE PROCEDURE ACT. 

Actions of the commission under AS 47.07 and AS 47.25.120 - 47.25.300 

are subject to the provisions of the Administrative Procedure Act 

(AS 44.62).

* Sec. 4. AS 47.07.080 is amended by adding n e w  paragraphs to read:

(6) "commission1' means the M e d icaid Rate Commission;

(7) "health facility" includes a hospital, skilled nursing 

facility, intermediate care facility, intermediate care facility for 

the m e n tally retarded, rehabilitation facility, inpatient psychiatric 

facility, home health agency, rural health clinic, and outpatient 

surgical clinic.

* Sec. 5. AS 47.07 is amended by adding n e w  sections to read:

ARTICLE 2. MEDIC A I D  RATE COMMISSION.

Sec. 47.07,.110. MEDICAID RATE COMMISSION ESTABLISHED. The 

Me d i c a i d  Rate Commission is established in the Department of Health 

and Social Services.

Sec. 47.07.120. COMPOSITION OF COMMISSION. The commission 

consists of five members as follows:

(1) the chief executive officer of a health facility that 

is licensed b y  the state but not owned or operated by the state or 

federal government and that is subject to the budget review process 

under this chapter;

(2) the commissioner of administration, the commissioner of 

he a l t h  and social services, or the appointed designee of either c o m­

missioner;

(3) a physician licensed to practice medicine in the state

w h o  is actively engaged in the practice of medicine and w h o  is not
.*

employed by the state;

CSSB 8 5 (Fin) -4-
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(4) a certified public accountant with relevant experience;

(5) a person representing consumers of health services who 

does not have a direct or indirect interest in an entity that provides 

h e a l t h  care s e r v i c e s .

Sec. 47.07.130. A P P OINTMENT OF MEMBERS. Members of the commis­

sion are appointed by the governor and serve at the pleasure of the 

governor.

Sec. 47.07.140. T E R M  OF MEMBERSHIP. The term of a member of the 

commission appointed under AS 47.07.120(1), (3), (4), or (5) is chree 

years. A member m a y  not be appointed to a successive term. The terms 

of the members shall be staggered. A member appointed to fill a 

v a c ancy serves for the unex.pired term of the member. A term shall be 

m e a s u r e d  from January 1 of the year in which the term of the vacant 

position begins, regardless of w h e n  the vacancy is filled.

Sec. 47.u7.350. COMPENSATION. A  member of the commission serves 

without compensation but is entitled to per diem and travel expenses 

authorized by law for boards and commissions under AS 39.20.180,

Sec. 47.07.160. OFFICERS. At the first meeting of each year, 

the commission shsll elect a chair from among its members.

Sec. 47.07.170. MEETINGS AND QUORUM. The commission shall meet 

as often as n e c essary to conduct its business. Three members of the 

commission constitute a quorum.

Sec. 47.07.180. DUTIES. The commission shall review proposed 

payment rates and budgets of health facilities and establish payment 

rates for health facilities under this chapter and AS 47.25.120 - 

47.25.300.

Sec. 47.07.190. EMPLOYMENT OF PERSONNEL. The commission may 

employ and determine the salary of an executive director. With the

approval of the commission, the executive director may select and
< $ f Y
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employ additional staff. The commission shall be assisted b y  the 

officers or personnel of the department as the commissioner of health 

and social services shall direct. The executive director of the

commission is in the exempt service under AS 39.25.

* Sec. 6. AS 47.25 is amended by adding a n e w  section to read:

Sec. 47.25.195. PAYMENT TO HEALTH FACILITIES F O R  TREATMENT OF

NEEDY PERSONS. (a) The department may make payments to a health

facility for the treatment of a needy person.

(b) A health facility receiving a payment under this chapter is 

subject to the requirements of AS 47.07.070 - 47.07.075.

(c) For purposes of this section, "health facility" includes a

hospital, skilled nursing facility, intermediate care facility, i n t e r­

mediate care facility for the m e n t a l l y  retarded, rehabilitation f a c i l­

ity, inpatient psychiatric facility, home health agency, rural health 

clinic, and outpatient surgical clinic.

* Sec. 7. INTERIM PROSPECTIVE PAYMENT SYSTEM. The department shall 

establish an interim system of prospective payments for health facilities 

under this Act for the period July 1, 1983, t;o June 30, 1984.

* Sec. 8. AS 47.07.080(1) is repealed.

* Sec. 9. This Act takes effect immediately in accordance with AS 01.-

1 0 . 0 7 0 ( c ) .

CSSB 8 5 (F in) - 6 -
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Introduced: 1/27/83
Referred: Health, E d ucation a nd

Social Services and 
Community and Regio n a l  
Affairs

B Y  F A I K S , P. F I S C H E R  
I N  THE SENATE A N D  PETTYJOHN

SENATE B I L L  NO. 85 

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - FI R S T  SESSION 

A  B I L L

F or an Act entitled: "An Act rep e a l i n g  the certificate of need program;

and p r o v i d i n g  for an e f fective date."

B E  IT E N A C T E D  BY THE L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

* S e c t i o n  1. AS 18.07.021 is a m e n d e d  to read:

Sec. 18.07.021. STATE H E A L T H  P L A N N I N G  A N D  DEVELO P M E N T  AGENCY. 

T he office of planning and r e s e a r c h  in the department is the state 

h e a l t h  planning and develo p m e n t  a g ency d e s i g n a t e d  under 42 U.S.C. Sec. 

3 0 0 m ( b ) (3), (Sec. 3, P.L. 93-641) [SEC. 1521(b)(3), P.L. 93-641]. The

office shall perform the f u nctions en u m e r a t e d  under 42 U.S.C. Sec.

300m-2(a)(l)-(3), (a)(6)-(8), (b) and (c), (Sec. 3, P.L. 9 3 - 6 4 1) 

[SEC. 1523,P.L. 93-641, A D M I N I S T E R  THE C E R T I F I C A T E  OF NEED P R O G R A M  

O U T L I N E D  IN AS 18.07.041 - 18.07.111,] and other functions p r e s c r i b e d  

in this chapter.

* Sec. 2. AS 18.26.220 is r e p e a l e d  and ree n a c t e d  to read:

Sec. 18.26.220. F A C I L I T Y  C O M P L I A N C E  W I T H  H E A L T H  A N D  SAFETY LAWS 

A N D  LIC E N S I N G  REQUIREMENTS. In or d e r  to receive financial a s s i stance 

u n d e r  this chapter, a m e d i c a l  facility shall comply wi t h  AS 18.20 and 

the licensing requirements of this chapter.

* Sec. 3. AS 18.07.031 - 18.07.101, 18.07.111(1) - (4), 18.07.111(7) -

(9), 18.07.111(11), and AS 47.80. 1 4 0 ( b )  are repealed.

* Sec. 4. This Act takes effect im m e d i a t e l y  in accordance w i t h  AS 01.- 

10.070(c).

-1- SB 85



II.

T H E  L E G I S L A T U R E . O F  THE STATE OF A L A S K A  
T H I R T E E N T H  L E G I S L A T U R E

F I S C A L  NOTE

R E Q U E S T
B i l l / R e s o l u t i o n  No. CSSSHB 19 (Finance) Pag £ 1 of 2

T i t l e  R e l a t i n g  to C.O.N. and state aid for hea l t h  f a c i l i t y
R e q u e s t e d  by House Finance D a t e  4/13/83

F I S C A L  D E T A I L  
A g e n c y  A f f e c t e d  D e p t , Hea l t h  & Social Services
P r o g r a m  C a t e g o r y  A f f e c t e d  Heal t h  F a c i l i t y  D e v e l o p m e n t _____
BRU, Program, Or Subprogram(s) A f f e c t e d  H e a l t h  P l a n n i n g  & 
D e v e l o p m e n t
(Note: If more than one budg e t  component is affected,
separate line-item amounts and funding for each c o m p o n e n t  
in the a n a lysis section.)

E X P E N D I T U R E S  (Thousands of Dollars)

FY 83 FY 84 FY 85 FY 8 6 FY 87 F Y  8 8

100 P E R S O N A L  SERVICES 84 ,693 90,621 .96,965 103 ,753 1 1 1 ,015
200 T R A V E L 27,000 28,890 30,912 33 ,076 35,391
300 C O N T R A C T U A L 70 ,000 20,000 20,000 20,000 20 ,000
400 C O M M O D I T I E S 2,000 2,140 2,290 2,450 2 ,621
500 E Q U I P M E N T 6,000 1 ,000 1 ,000 1,000 1 ,000
600 L A N D  & S T R UCTURES
700 GRANTS, CLAIMS, ETC

T O T A L 189 ,693 142,651 151,167 160,279 170,027

F U N D I N G  (Thousands of Dollars)

G E N E R A L  FUND 99,115 74,535 78,985 83,745 88.839
F E D E R A L  FUNDS 90,578 68,116 72,182 76,534 81 ,188
O T H E R  (Specify Source)

1

P O S I T I O N S

F U L L  T I M E 2 2 2 2 2
P A R T  T I M E r
T E M P O R A R Y

III. A N A L Y S I S  (See Fisc a l  Note P r e p a r a t i o n  Instru c t i o n ,  S e c t i o n  
III)

See A t t a c h m e n t  A

s
'

IV. D A T E  4/13/33____________ P R E P A R E D  BY Al Adams, Chai:_______
AG E N C Y  House F i n a n c e  C o m m i t t e e -

ir A P A

O r i g i n a l :  L e g i s l a t i v e  Finance PHONE 465-3706 
c c : B u d g e t  & M a n a g e m e n t

Pr i m e  Sponsor (First L e g i s l a t o r  Named) 
33-001 (Rev :-„12/82)

A



100 P e r s o n a l  Services;
1) E x e cutive D i r e c t o r  R24 $4,251 X  12 = 51,012
2) Clerk Typ i s t  III R8 1,487 X 12 = 17 ,844

68 ,856
B e n efits .23% 15,837

$84 ,693

200 Travel and Per Diem
5 C o m m i s s i o n  M e m bers X 12 m e e t i n g s
X average cost of $450 = 27,000

300 Contractual (Data P r o c e s s i n g  Assistance) 70,000

400 C o m m o d i t i e s  2,000

500 Eq u i p m e n t
1) Desks, Chairs and Files 6,000

Word P r o cessor

ATTACHMENT A CSSSHB 19(F in) Page 2

$189 ,693

T h r e e  e x i s t i n g  A u d i t o r  III p o s itions from the D i v i s i o n  of Public 
A s s i s t a n c e  will be transferred for C o m m i s s i o n  use as w e l l  as 
travel funds, etc.

N o t e  that 47.7% of this budget will be s u p ported with federal
f u n d s .



STATE OF A LA S KA
PRELI MI NAR Y STATEMENT OF FISCAL IMPACT

r
!  /■ y

Bill No: Senate Bill 85 Date on Bi11: 1/27/83
Title: An Act repealing the certificate of need program;and providing for an effective date 
Sponsor: Senators Faiks, P. Fischer and Pettyjohn___________________________________________
Requestor:

1. Estimated fiscal impacts on:

a. Expenditures:

FY 83 FY 84 FY 85 FY 86
Capital 0 0 0 0
Operati ng 0 0 0 0
Total 0 0 0 0

b. Revenues
Revenue

2. Source of funds to offset fiscal impact of bill:

3. Assumptions:

4. Disclaimer:
This statement has not been reviewed by the 0MB in the Office of the Governor.
It does not represent the policy of the Sheffield Administration or the final 
estimate of fiscal impact.

Prepared By: Dave W. Williams
Division: State Health Planning and Development

Phone: 465-3038
Date: 2-14-83

Approved by Commissioner:
Department: Health and Social/Services

Date: 
"Date:’

6. Distribution:
Original to Legislative Finance 
Copy to 0MB 
Copy to Sponsor
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Position Paper 

on

Senate Bill 85

"For an Act repealing the certificate of need program; and providing 
for an effective date."

Senate Bill 85 repeals those portions of AS 18.07.021 which provide the 
statutory authority for the Department to administer a certificate of 
need program and repeals references to certificate of need in other • 
sections of the Statute as well.

The Administration supports Senate Bill 85 as it is currently written.

The Department recommends that the Committee review statutory provisions 
which relate to health facility development including the following:

Medicaid Programs

The state's participation in the Medicaid program (State dollars fund 
approximately 52 percent of total program costs) has grown from 
Si million in 1972 to nearly $38 million in FV 82 and total costs 
including federal participation have grown from $2 million to nearly 
$74 million in this same period. Ninety-two percent of patients in 
Alaska's long term care facilities are supported by the Medicaid 
program which means that the state (and federal) government has 
nearly the full burden of all operational costs for the facility.
These Medicaid costs increase when additional beds are added, new 
equipment is purchased or new services (including new types of manpower) 
are offered. The Division of Public Assistance must effect a provider 
agreement with any qualified provider who seeks this agreement.

Capital Budget

Alaska has provided substantial financial assistance in the develop­
ment of health care facilities. The 12th Legislature provided more 
than $36.6 million by line item appropriation to expand one hospital, 
replace two others and provide planning assistance for two rural 
hospitals. The number of requests for state funding has steadily 
i ncreased.

Revenue Sharing

Alaska has a revenue sharing program (AS 29.90.010) which provides 
25 percent plus interest of hospital constiuction costs to all non­
profit hospitals. This. program, administered by the Department of 
Community and Regional Affairs, provides further support for hospital 
construction projects in addition to any front-end capital funds 
provided by the state. This additional health facility construction
resource underscores the importance of determining the actual need



Position Paper 
on Senate Bill 85 
Page 2

for construction, before the State is committed to pay for a major 
portion of such construction.

Non-profit hospitals each receive a quarter of a million dollars in 
operating assistance each year through the state's revenue sharing 
program (AS 29.89.030). Nursing homes and other health facilities 
also receive assistance based on the number of beds they have. There 
are no specific requirements as to how such funds are to be expended. 
Not only are existing health facilities assured of these funds in 
addition to other state support, but new facilities are encouraged 
by the availability of these funds.

Recommended
Phoebe A. Lindsey / Director 
Division of Planning, Policy 

and Evaluation

Date: = ? /  / f c / g 3

Approved by:

f Royert London Smith/ Ph.D. 
Commissioner
Department of Health and 

Social Services

y  Ph. D



C O M M I T T E E  R E P O R T  

S E N A T E

FURTHER: C & RA J
1/27/83 '

Date: O  / / // /)

Mr. President:

The Committee on HESS has had SB 85

Repealing the certificate of need program; eff. date

under consideration and (a majority of the committee) (the committee) 
reports it back with the following recommendations:

[ ] do pass [ ] do not pass

[ ] do pass with attached a m e n d m e n t s (s )

/ - r  t L- 3 same-title
[ V] replace with CS for / < T T  new

and recommends  o /  s i t # ^  ^ _____________________________________

[ ] AND attaches a "Letter of Intent" [ ] New Fiscal Note

[ ] reports it back without recommendation

[ ] referred to t h e ____________________________________________Committee

MEMBERS SIGNING MEMBERS HAVING
OTHER RECOMMENDATIONS:

C H A I R M A N

S 6 0  ( R e v .  1 2 / 7 8 )



A M E N D M E N T

Offered in the SENATE By the Community and Regional

TO: CSSB 8 5 (HESS) Affairs Committee

Page 3, after line 20, insert:

"* Sec. 7. AS 29.90.010 is amended to read:

Sec. 29.90.010. STATE AID FOR HOSPITAL AND HEALTH FACILITY 

CONSTRUCTION. If construction of a hospital began after January 1, 

1968 and before July 1, 1 9 8 2 , or if construction of a health facility 

began after January 1, 1968, and before July 1, 1980, or if construc­

tion of a hospital is under the terms of a certificate of n e e d  issued 

under sec. 4, ch. 275, SLA 1976, and state matching aid for construc­

tion approved for payment to the municipality or other hospital or 

health facility sponsor constitutes less than 25 percent of the total 

project cost, the department shall pay to the municipality or other 

•hospital or health facility sponsor each fiscal year $2,500 a bed for 

the m a x i m u m  number of beds provided for in the construction design of 

the hospital or health facility or five percent of the total project 

cost, whichever is greater. State aid provided for in this section 

shall continue until the m u n icipality or other hospital or health 

facility sponsor has received an amount which, combined with state 

m a t ching money for construction of the hospital or health facility, 

equals 25 percent of the total project cost. Money received for 

construction m a y  not be used for any other purpose.

* Sec. 8. AS 29.90.010 is amended to read:

- 1 -



Sec. 29.90.010. STATE AID FOR HOSPITAL AND HEALTH FACILITY 

CONSTRUCTION. If construction of a hospital began after January 1, 

1968, or if construction of a health facility began after January 1, 

1968, and before July 1, 1980, and state m a t ching aid for construction 

approved for payment to the municipality or other hospital or health 

facility sponsor constitutes less than 25 percent of the total project 

cost, the department shall pay to the municipality or other hosoital 

or health facility sponsor each fiscal year $2,500 a bed for the 

m a x i m u m  number of beds provided for in the construction design of the 

hospital or health facility or five percent of the total project cost, 

whichever is greater. State aid provided for in this section shall 

continue until the municipality or other hospital or health facility 

sponsor has received an amount which, combined with state matching 

money for construction of the hospital or health facility, equals 25 

percent of the total project cost. Money received for construction 

may not be used for any other purpose."

Renumber remaining sections accordingly.

Page 8, lines 16 - 18:

Delete all material.

Page 8, line 20:

Delete AS 29.90"

Renumber remaining sections.
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Page 8, line 21:

Delete ”17", and insert "18”

Page 8, line 24:

Delete "and 5", and insert in its place ",5 and 8"

Page 8, line 25:

Delete "17", and insert "18"

Page 8, line 26:

Delete "and 6 - 15", and insert "6, 7 and 9 ~ 16"
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O r i g i n a l  s p o n s o r s :  F a i k s ,  P . F i s c h e r
a n d  P e t t y j o h n

BY  T H E  H E A L T H ,  E D U C A T I O N  A N D
1 IN T H E  S E N A T E  S O C I A L  S E R V I C E S  C O M M I T T E E

2 CS F O R  S E N A T E  B I L L  NO. 85 (HESS)

3 IN T I E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  Act e n t i t l e d :  " An  A c t  s u s p e n d i n g  t h e  c e r t i f i c a t e  o f  n e e d  p r o g r a m ;

7 a m e n d i n g  p r o v i s i o n s  r e l a t e d  to a s s i s t a n c e  f o r  h e a l t h

8 f a c i l i t y  c o n s t r u c t i o n ,  M e d i c a i d  a n d  g e n e r a l  r e l i e f

9 m e d i c a l  a s s i s t a n c e ;  an d  p r o v i d i n g  f o r  a n  e f f e c t i v e

10 d a t e . 1'

11 B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

12 * S e c t i o n  1. F I N D I N G S  A N D  D E C L A R A T I O N  O F  P O L I C Y .  (a) T h e  l e g i s l a t u r e

13 f i n d s  a n d  d e c l a r e s  that h e a l t h  f a c i l i t i e s  ar e  v i t a l  to the w e l f a r e  o f  t h e

14 p e o p l e  o f  the state. T h e  l e g i s l a t u r e  f i n d s  t h a t  the c e r t i f i c a t e  c f  need

15 p r o g r a m ,  as h i s t o r i c a l l y  c o n s t i t u t e d  a n d  i m p l e m e n t e d  in A l a s k a ,  h a s  c r e a t e d

16 d e l a y s  i n  the c o n s t r u c t i o n  of h e a l t h  c a r e  f a c i l i t i e s ,  t h u s  a d d i n g  to the

17 c o s t  of s u c h  f a c i l i t i e s  b o t h  t h r o u g h  t h e  e x p e n s e s  of th e  a d m i n i s t r a t i v e

18 p r o c e s s  i t s e l f  an d  t h r o u g h  th e  e f f e c t s  of d e l a y - i n d u c e d  i n f l a t i o n .

19 (b) B e c a u s e  th e  e f f e c t s  o f  th e  c h a n g e s  to be w r o u g h t  by thi s A c t  w i l l

20 r e q u i r e  m o n i t o r i n g ,  a n d  b e c a u s e  t h e r e  is a d e g r e e  o f  u n c e r t a i n t y  c o n c e r n i n g

2 1  th e  f e d e r a l  s t a t u t o r y  a n d  r e g u l a t o r y  e n v i r o n m e n t ,  th e  l e g i s l a t u r e  f i n d s  a n d

2 2  d e c l a r e s  that a s u s p e n s i o n  of t h e  c e r t i f i c a t e  o f  n e e d  p r o c e s s , w i t h  a uto-

23 m a t i c  r e v i e w  i n  the f u t u r e ,  is p r e f e r a b l e  to a n  o u t r i g h t  r e p e a l  < f  the

2 4  p r o c e s s  at this time.

25 (c) T h e  l e g i s l a t u r e  a c k n o w l e d g e s  th e  n e e d  to p a y  h e a l t h  f a c i l i t i e s

26 f o r  s e r v i c e s  p r o v i d e d  to b e n e f i c i a r i e s  of s t a t e  p r o g r a m s  at a l e v e l  that

27 w i l l  m e e t  the p r o p o r t i o n a t e  s h a r e  of t h e  t o t a l  f i n a n c i a l  r e q u i r e m e n t s  of

28 th e  f a c i l i t i e s  that are a t t r i b u t a b l e  to t h o s e  p r o g r a m s  g i v e n  p r u d e n t  a n d

29 c o s t - e f f e c t i v e  m a n a g e m e n t  a n d  o p e r a t i o n  o f  s u c h  f a c i l i t i e s .  T h e

O f fe r e d :  3/21/83
R e f e r r e d :  Community and

R e g io n a l  A f f a i r s
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1 legisl a t u r e  finds that, b e c ause M e d i c a i d  is a joint state and federal

2 p r o g r a m  and b e c ause federal M e d i c a i d  funds have b e e n  and are likely to

3 continue to be reduced dramatically, a retro s p e c t i v e  payment system no

4 longer serves as an appropriate m e t h o d  of compensation, n or does it respond

5 w i t h  a p p r o p r i a t e  flexibility to c o ntinued federal cutbacks. A  p r o s p e c t i v e

6 p a y m e n t  s y s t e m  is nece s s a r y  to pru d e n t l y  address payments to h e a l t h  facil-

7 ities un d e r  the M e d i c a i d  and general r e lief m e d ical assistance programs.

8 * Sec. 2. AS 18.07.021 is amended to read:

9 Sec. 18.07.021. STATE H E A L T H  P L A N N I N G  AND D E V E L O P M E N T  AGENCY.

10 The office of plan n i n g  and research in the department is the state

11 h e a l t h  p l a n n i n g  and d evelopment agency d e s i g n a t e d  un d e r  42 U.S.C. Sec.

12 3 0 0 m ( b ) (3 ) , (Sec. 3, P.L. 93-641) [SEC. 1321(b)(3), P.L. 93-641]. The

13 office shall p e r form the functions e n u merated under 42 U.S.C. Sec.

14 3 0 0 m - 2 ( a ) (1)-(3), (a)(6)-(8), (b) and (c), (Sec. 3, P.L. 93-641)

15 [SEC. 1523,P.L. 93-641, A D M I N I S T E R  THE C E R T I FICATE OF N E E D  P R O G R A M

16 O U T L I N E D  IN AS 18.07.041 - 18.07.111,] and other functions p r e s c r i b e d

17 in this chapter.

18 *  Sec. 3. AS ]8.07,021 is amended to read:

19 S e c . 18.07.021. STATE H E A L T H  PLANNING A N D  D E V E L OPMENT AGENCY.

20 The office of planning and research in the department is the state

21 h e a l t h  planning and development agency designated un d e r  42 U.S.C. Sec.

22 300m(b)(3), (Sec. 3, P.L. 93-641). The office shall p e r f o r m  the

23 functions enumerated under 42 U.S.C. Sec. 300m - 2 [ 3 0 0 m - 2 ( a ) (1)-(3),

24 ( a ) ( 6 ) - (8), (b) AND (c)], (Sec. 3, P.L. 9 3 - 6 4 1 ) , administer the certi-

25 ficate of need program outlined in AS 18.07.041 - 18.07.111, and ot h e r

26 functions prescribed in this chapter.

27 * Sec. 4. AS 18.26.220 is repealed and reenacted to read:

28 Sec. 18.26.220. FACILITY C O M P LIANCE WIT H  H E A L T H  AND SAFETY LAWS

29 AND LICENSING REQUIREMENTS. In order to receive financial a s s i stance

CSSB 8 5 (H E S S ) - 2 -
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1 under this chapter, a medical facility shall comply with AS 1 8 . 2 0  and

2  the licensing requirements of this chapter.

3 * Sec. 5 . AS 1 8 .2 6 . 2 2 0  is repealed and reenacted to read:

4  Sec. 1 8 .2 6 .2 2 0 . FACILITY COMPLIANCE WITH HEALTH AND SAFETY LAWS

5  AND LICENSING REQUIREMENTS. A medical facility constructed, acquired,

6 improved, or financed under this chapter and all actions of the

7 authority are subject to AS 1 8 .0 7 , AS 1 8 .2 0 , and any other state

8  licensing requirement for the facilities or services provided under

9 this chapter. A medical facility issued a certificate of need under

1 0  Sec. 4 , ch. 2 7 5 , SLA 1 9 7 6  by virtue of being in existence or under

1 1  construction before July 1 , 1 9 7 6 , must fully meet the requirements of

1 2  AS 1 8 . 0 7  in order to be eligible for funding under this chapter.

1 3  * Sec. 6 . AS 2 9 .8 9 .0 3 0 (a)(1 ) is repealed and reenacted to read:

1 4  (1 ) to a municipality that has the power to provide hospi-

1 5  tal facilities and services and that exercises that power, $2 5 0 , 0 0 0

1 6  per hospital for those hospitals with 1 0  or more acute care beds, and

1 7  $ 5 0 , 0 0 0  per hospital for those hospitals with less than 1 0  acute care

1 8  beds; money received under this paragraph may be used only for hospi-

1 9  tals and shall be apportioned among qualifying hospitals as the rauni-

2 0  cipality determines;

2 1  * Sec. 7 . AS 4 7 .0 7 . 0 7 0  is repealed and reenacted to read:

2 2  Sec. 4 7 .0 7 .0 7 0 . PAYMENT TO HEALTH FACILITIES. (a) The comm.is-

2 3  sion shall determine prospect.ively the rate of payment to a health

2 4  facility under this chapter and AS 4 7 .2 3 . 1 2 0  - 4 7 .2 5 . 3 0 0  based on

2 5  fair rate for reasonable costs incurred by the facility. The commis-

2 6  sion shall by regulation list the factors it considers in making its

2 7  rate determinations under this section.

2 8  (b) In determining a rate of payment to a health facility under

2 9  this section, the commission shall consider the proportionate share of

- 3 -  CSSB 8 5 (HESS)
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1 the facility's financial requirements for patient care for

2 (1 ) costs of current operations, including salaries and

3 wages; purchased services, supplies, insurance, leases, depi'eciation,

4 taxes, interest expense, maintenance and other health facility operat-

5 ing expenses; and

6 (2 ) education, research, and appropriate capital develop-

7 ment.

8 (c) In determining a rate of payment to a health facility under

9 this section, the commission may consider whether the rate of utiliza-

1 0  tion of the facility has been reduced because of improvident or care-

1 1  less development of the facility.

1 2  * Sec. 8 . AS 4 7 . 0 7  is amended by adding new sections to read:

1 3  Sec. 4 7 .0 7 .0 7 1 . REPORTS BY HEALTH FACILITIES. Not later than

1 4  1 2 0  days after the end of each fiscal year of a health facility, the/
1 5  facility shall submit to the commission a report on the facility's

1 6  financial performance during the fiscal year.

1 7  Sec. 4 7 .0 7 .0 7 2 . REPORT BY THE COMMISSION. Not later than Sep-

1 8  ternber 3 0  of each year, the commission shall submit to the governor a

1 9  report on the prospective payments made under this chapter during the

2 0  current fiscal year and an estimate of the prospective payments that

2 1  will be made during the remainder of the current fiscal year and the

2 2  next fiscal year. The report shall state the assumptions that are

2 2  used as a basis for the estimates.

2 4  Sec. 4 7 .0 7 .0 7 3 . UNIFORM ACCOUNTING, BUDGF.TINC, ANO FINANCIAL

2 5  REPORTING. (a) The commission by regulation shall require a uniform

2 6  system of accounting, budgeting, and financial reporting for health

2 7  facilities receiving prospective payments under this chapter. The

2 8  regulations shall provide for the reporting of revenues, expenses,

2 9  assets, liabilities, and units of service. The commission shall

CSSB 8 5 (HESS) - 4 -
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specify the date the system becomes effective for each health facil­

ity.

(b) In adopting regulations under this section, the commission 

shall consider

(1 ) accounting, budgeting, and financial reporting proce­

dures used by health facilities;

(2 ) variations among health facilities in the types of 

health care services provided by health facilities;

(3 ) other factors the commission considex's relevant, in­

cluding the size and organizational structure of health facilities and 

the methods used by health facilities to obtain payments.

(c) The commission may waive or modify a requirement for ac­

counting, budgeting, or financial reporting for a health facility if 

waiver or modification is

(1 ) necessary to avoid excessive costs to the facility; and

(2 ) consistent with the policies of this chapter.

(d) Notwithstanding other provisions of this section, che com­

mission may, by regulation, modify the system of accounting, budget­

ing, and financial reporting required under this section for a health 

facility having less than 2 5  acute care beds in order to reduce the 

operating costs of that facility.

Sec. 4 7 .0 7 .0 7 4 . AUDITS AND INSPECTIONS. As a condition of 

obtaining payment under AS 4 7 .0 7 .0 7 0 , a health facility shall allow

(1 ) the department and the commission reasonable access to 

the financial records of medical assistance beneficiaries; and

(2 ) inspection of financial records by state and federal 

agencies to the extent required by federal law.

Sec. 4 7 .0 7 .0 7 5 . APPLICATION OF ADMINISTRATIVE PROCEDURE ACT. 

Actions of the commission under AS 4 7 . 0 7  and AS 4 7 .2 5 . 1 2 0  - 4 7 .2 5 . 3 0 0

- 5 - CSSB 8 5 (HESS)
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1

1 are subject to the provisions of the Administrative Procedure Act

2  (AS 4 4 .6 2 ).

3  *  Sec. 9 . AS 4 7 .0 7 . 0 8 0  is amended by adding new paragraphs to read:

4  (6 ) "commiscion" means the Medicaid Rate Commission;

5  (7 ) "health facility" includes a hospital, skilled nursing

6 facility, intermediate care facility, intermediate care facility for

7 the mentally retarded, rehabilitation facility, inpatient psychiatric

3 facility, home health agency, rural health clinic, and outpatient

9 surgical clinic.

1 0  * Sec. 1 0 . AS 4 7 . 0 7  is amended by adding new sections to read:

1 1  ARTICLE 2 . MEDICAID RATE COMMISSION.

1 2  Sec. 4 7 .0 7 .1 1 0 . MEDICAID RATE COMMISSION ESTABLISHED. The

1 3  Medicaid Rate Commission is established in the Department of Health

1 4  and Social Services.

1 5  Sec. 4 7 .0 7 .1 2 0 . COMPOSITION OF COMMISSION. The commission

1 6  consists of five members as follows:

1 7  (1 ) the chief executive officer of a health facility that

1 8  is licensed by the state but not owned or operated by the state or

1 9  federal government and that is subject to the budget review process

2 0  under this chapter;

2 1  (2 ) the commissioner of administration, the commissioner of

2 2  health and social services, or the appointed designee of either com-

2 3  missioner;

2 4  (3 ) a physician licensed to practice medicine in the state

2 5  who is actively engaged in the practice of medicine and who is not

2 6  employed by the state;

2 7  (4 ) a certified public accountant with relevant experience;

2 8  (5 ) a person representing consumers of health services who

2 9  does not have a direct or indirect interest in an entity that provides

CSSB 8 5 (HESS) - 6 -
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1  health care services.

2  Sec. 4 7 .0 7 .1 3 0 . APPOINTMENT OF MEMBERS. Members of the commis-

3  sion are appointed by the governor and serve at tl.e pleasure of the

4  governor.

5  Sec. 4 7 .0 7 .1 4 0 . TERM OF MEMBERSHIP. The term of a member of the

6 commission appointed under AS 4 7 .0 7 .1 2 0 (1 ),(3 ),(4 ), or (5 ) is three

7 years. A member may not be appointed to a successive term. The terms

8  of the members shall be staggered. A member appointed to fill a

9 vacancy serves for the unexpired term of the member. A terra shall be

1 0  measured from January 1 of the year in which the term of the vacant

1 1  position begins, regardless of when the vacancy is filled.

1 2  Sec. 4 7 .0 7 .1 5 0 . COMPENSATION. A member of the commission serves

1 3  without compensation but is entitled to per diem and travel expenses

1 4  authorized by law for boards and commissions under AS 3 9 .2 0 .1 8 0 .

1 5  Sec. 4 7 .0 7 .1 6 0 . OFFICERS. At the first meeting of each year,

1 6  the commission shall elect a chair from among its members.

1 7  Sec. 4 7 .0 7 .1 7 0 . MEETINGS AND QUORUM. The commission shall meet

1 8  as often as is necessary to conduct its business. Three members of

1 9  the commission constitute a quorum.

2 0  Sec. 4 7 .0 7 .1 8 0 . DUTIES. The commission shall review proposed

2 1  payment rates and budgets of health facilities and establish payment

2 2  rates for health facilities under this chapter and AS 4 7 .2 5 . 1 2 0  -

2 3  4 7 .2 5 .3 0 0 .

2 4  Sec. 4 7 .0 7 .1 9 0 . EMPLOYMENT OF PERSONNEL. The commission may

2 5  employ and determine the salary of an executive: director. With the

2 6  approval of the commission, the executive director may select and

2 7  employ additional staff. The commission shall be assisted by the

2 8  officers or personnel of the department as the commissioner of health

2 9  and social services shall direct. The executive director of the

- 7 - CSSB 8 5 (HESS)



1  commission is in the exempt service under AS 3 9 .2 5 .

2  * Sec. 1 1 . AS 4 7 . 2 5  is amended by adding a new section t:o read:

3 Sec. 4 7 .2 5 .1 9 5 . PAYMENT TO HEALTH FACILITIES FOR TREATMENT OF

4  NEEDY PERSONS. (a) The department may make payments to a health

5  facility for the treatment of a needy person.

6 (b) A health facility receiving a payment under this chapter is

7 subject to the requirements of AS 4 7 .0 7 . 0 7 0  - 4 7 .0 7 .0 7 5 .

8 (c) For purposes of this section, "health facility" includes a

9 hospital, skilled nursing facility, intermediate care facility, inter-

1 0  mediate care facility for the mentally retarded, rehabilitation facil-

1 1  ity, inpatient psychiatric facility, home health agency, rural health

1 2  clinic, and outpatient surgical clinic.

1 3  * Sec. 1 2 . INTERIM PROSPECTIVE PAYMENT SYSTEM. The department shall

1 4  establish £m interim system of prospective payments for health facilities

1 5  under this /Sot for the period July 1 , 1 9 8 3  to June 3 0 , 1 9 8 4 .

1 6  * Sec. 1 3 . This Act does not affect funds to which the sponsor of a

1 7  hospital or health facility construction project is entitled under AS 2 9 . 9 0

1 8  on the effective date of sec. 1 7  of this Act.

1 9  * Sec. 1 4 . The operation of AS 1 8 .0 7 . 0 3 1  - 1 8 .0 7 .1 0 1 , 1 8 .0 7 .Ill(1 )-(4 ),

2 0  1 8 .0 7 .1 1 1 (7 ) - (9 ), 1 8 .0 7 .1 1 1 (1 1 ); AS 2 9 . 9 0  and AS 4 7 .8 0 .1 4 0 (b) is sus-

2 1  pended for a period of seven years after the effective date of sec. 1 7  of

2 2  this Act.

2 3  * Sec. 1 5 . AS 4 7 .0 7 .0 8 0 (1 ) is repealed.

2 4  * Sec. 1 6 . Sections 3 and 5  of this Act take effect seven years after

2 5  the effective date of sec. 1 7  of this Act.

2 6  * Sec. 1 7 . Sections 1 , 2 , 4 , and 6 - 1 5  of this Act take effect imme-

2 7  diately in accordance with AS 0 1 .1 0 .0 7 0 (c).

2 8

CSSB 8 5 (HESS) -8-

mcCTineimiatTOnwitB



CD
u*v-H

CD
W)
p ~ lrd

u
o
W)

(3
CS)

V,V-»|
o4-J
a
o ;

'■S~J

a
CD

pd
tu
p = ,

P o s i t i o n  Paper 
.S. f o r  Senate B i l l 85

An Act su spend ing  the 
r e l a t e d  to a s s i s t a n c e  
gene ra l  r e l i e f  med ica l

I .  General Overv iew

c e r t i f i c a t e  o f  need program, amending p r o v i s i o n s  
f o r  h e a l t h  f a c i l i t y  c o n s t r u c t i o n ,  Med ica id  ar.J 
a s s i s t a n c e ,  and p r o v id i n g  f o r  an e f f e c t i v e  d a t e .

Hosp i t a l  and Nurs ing  home r a t e s  in A la ska have t r a d i t i o n a l l y  been 
e s t a b l i s h e d  r e t r o s p e c t i v e l y ,  t h a t  i s ,  c o s t s  a re  e s t im a t e d  a t  the 
beg inn ing  o f  a f i s c a l  y e a r  and an " i n t e r im  payment" de te rm ined .  At the 
end o f  the  f i s c a l  y e a r ,  the t o t a l  o f  i n t e r im  payments made i s  compared 
to  the a l l o w a b l e  c o s t s  o f  the f a c i l i t y .  The d i f f e r e n c e  i s  e i t h e r  
c o l l e c t e d  from or pa id  to the f a c i l i t y .  Th i s  p roce s s  i s  r e f e r r e d  to  as 
" c o s t  s e t t l e m e n t " .

P ro s p e c t i v e  payment, on the  o th e r  hand, p ro v id e s  f o r  e s t a b l i s hm en t  
o f  the payment r a t e  p r i o r  to  the  f i s c a l  y e a r  as a r e s u l t  o f  d i s c u s s i o n s  
between each f a c i l i t y  and the S t a t e ,  each f a c i l i t y  must then ope ra te  and 
p ro v id e  c a r e  a t  t h i s  p rede te rm ined  r a t e  f o r  the  f i s c a l  p e r io d .

Whi le  t h e .  r e t r o s p e c t i v e  method a s s u r e s  p r o v i d e r s  t h a t  a l l  o f  t h e i r  
a l l o w a b l e  c o s t s  w i l l  be r e im bu r s e d , a  fundamenta l weakness o f  the se  
r e t r o s p e c t i v e  sy s tems i s  the  l a c k  o f  i n c e n t i v e s  to  c o n t r o l  s t a f f i n g  
l e v e l s ,  equipment p u r ch a s e s ,  wage i n c r e a s e s ,  and s e r v i c e  expans ion .

In v iew o f  reduced f e d e r a l  revenues and a new s t a t e  spend ing l i m i t ,  
A la s k a '  needs improved c o s t  con ta inment and p r e d i c t a b i l i t y  from i t s  
med ica l  re imbursement sy s tem . The sys tem must not on ly  c o n s i d e r  p r i c e ,  
bu t  a l s o  e l i g i b l e  groups and s e r v i c e  cove rages  b e fo re  the budget  y e a r  
commences. I t  a l s o  must c o n s i d e r  the d i f f e r e n c e s  in  " r u r a l "  and 
"urban" h e a l t h  d e l i v e r y  prob lems .

11. Problems w i t h  R e t r o s p e c t i v e  Cost-Based Reimbursement Systems

Tendency toward i n e f f e c t i v e  c o s t  con ta inment The key
problem w i t h  a r e t r o s p e c t i v e  sys tem i s . t n e  l a c k  o f  i n c e n t i v e s  
to  c o n t r o l  e xp en d i t u r e s  so t h a t  unnece s sa ry  c o s t s  a re a vo ided .

Dependence upon a u d i t i n g and mon i to r in g_______________
r e t r o s p e c t i v e  sy s tem must have a t i g h t ,  e f f e c t i v e  a u d i t i n g  
s y s tem  to  mon i to r  c o s t s  in  o rd e r  to  cu rb  abuses  o f  t h e  sys tem .

Tendency o f  the  sys tem to become i n f l e x i b l e  -- D ec i s i o n s  a re  
o f t e n  made By a c coun tan t s  based on " g e n e r a l l y  a c c ep t a b l e  
a c c o un t in g  p r i n c i p l e s "  r a t h e r  than on the  m e r i t s  o f  each 
i n d i v i d u a l  f a c i l i t y ’ s s i t u a t i o n .

p rocedu re s  -- A

program c o s t s  u n t i l t he f i s c a lS t a t e  i s  u n c e r t a i n  o f  t o t a l _________ ______________________________
pe r io d  i s  w e l l  o ve r  -- F in a l  c o s t  f i g u r e s  may no t  be known to 
the  S t a t e  u n t i l  6 months a f t e r  a f i s c a l  y e a r  ends .

'SS&S-j
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Cost S h i f t i n g  o c cu r s  whore u n a l l ow a b l e  c o s t s
under M e d i c a i d . a re borne by .o ther payors ( in s u r an c e  and
p r i v a t e  p a y o r s ) . ' . . •_

I I I .  Advantages o f  a P ro sp e c t i v e  Payment System

Based on the, p r i n c i p l e  t h a t  p rede te rm ined r a t e s  w i l l  r e s u l t - i n -. 
lower c o s t s . A 1982 s t u d y  by THE URBAN INSTITUTE conc luded 
t h a t  p r o s p e c t i v e  sy s tems lower  the  r a t e  o f  i n c r e a s e  in . 
h o s p i t a l  spend ing by s e v e r a l  pe rcen tage  p o in t s  a y e a r ,  a f t e r ,  
an i n i t i a l  s t a r t - u p  p e r io d .

P r e d i c t a b i l i t y  o f  c o s t s  to  the  S t a t e . P r i c e s  a re  agreed upon 
by th e  f a c i 1i t i e s  and t d e  S t a t e  b e fo re  the  f i s c a l  pe r iod  
. s t a r t s . .

P r e d i c t a b i l i t y  o f  revenues to the  f a c i l i t i e s . The i n d u s t r y ,  
can n e g o t i a t e  wages ,  pu rchase s  and o th e r  b u s i n e s s  d e c i s i o n s  
w i t h  a s e t  s e r v i c e  p r i c e  in  mind.

. The t e ch n iq u e  encourages deve lopment o f  more s o p h i s t i c a t e d  
b udge t in g  and c o s t  m on i to r in g  c a p a b i l i t i e s . These a re  
d e s i r a b l e  management t o o l s  and w i l l  pe rm i t  the S t a t e  to see 
how a f a c i l i t i e s '  budge t  i s  b u i l t  and d i s c u s s  t h e i r  
a s sumpt ions  in each o f  the  ma jo r  c o s t  c a t e g o r i e s .

IV . D i sadvan tage s  o f  a P ro sp e c t i v e  Payment System

, A d m in i s t r a t i v e  c o s t s  a re  g e n e r a l l y  g r e a t e r  than those  o f  a 
r e t r o s p e c t i v e  s y s t em . However, a d m i n i s t r a t i v e  c o s t s  va ry  
g r e a t l y  a c c o rd in g  to  the d e s ig n  o f  the  sy s tem ,  and as such ,  
t h i s  f a c t o r  i s  not o f  s i g n i f i c a n t  concern when compared, to the 
t o t a l  d o l l a r s  be ing  mon i to red  in  the h e a l t h  a r e a .

A r b i t r a r y  c o s t  l i m i t e r s  ("FREEZES", "LIDS") may be in t r o du ced  
i n t o  the  p r o sp e c t i v e  sys tem to b a lan ce  c o s t s  v e r s u s  re venues .  
Th i s  e v e n t u a l l y ,  p l a c e s  h o s p i t a l s  and n u r s in g  homes in  a "no 
win" s i t u a t i o n  s i n c e  the  r a t e s  do not f a i r l y  r e f l e c t  
e f f i c i e n t l y  run f a c i l i t i e s '  c o s t s .

I f  r a t e s  a re  not a p p l i e d  i n d u s t r y  w id e ,  c o s t  s h i f t i n g  c an 
s t i l l  o c cu r  i f  Med ica id  r a t e s  a re  s e t  u n r e a l i s t i c a l l y  low by 
the  S t a t e  based on a r b i t r a r y  l i m i t e r s .

V. Opera t ion o f  a P ro sp e c t i v e  Payment System

There are a w ide  v a r i e t y  o f  p r o s p e c t i v e  payment sy s tems opera ted 
in  tne  a cu t e- ca r e  and long‘-term ca re  s e c t o r s  around the n a t i o n .

A common e lemen t  o f  a p r o s p e c t i v e  r a t e  payment s e t t i n g  mechanism i s  an 
a l l o w a b l e  r a t e  o f  i n c r e a s e  in  per diem c o s t  f o r  the  f o l l o w in g  y e a r .  
Th is  pe rcen tage  i s  n o rm a l l y  c a l c u l a t e d  th rough a p p l i c a t i o n  o f  economic 
i n d i c a t o r  such as U.S.  Department o f  Labor w ho le s a l e  and consumer p r i c e



<S)
Q)
u
>

W
0 0

f€) » ""1
o
o

C£)
$
S i

(8
0)

l»UJ
"̂V“ l
o

-v-J
c
o ;
C**»4

rd
P ,
o.)

WS*

w
Lv2£I2̂

7Sd£t$

*35 tnSHKŜ
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in d e xe s .  The pe rcen tage  i s  then r o u t i n e l y  a p p l i e d  to 
the p r e v io u s  p e r io d  to  a r r i v e  a t  the  p r o s p e c t i v e  r a t e ,  
a l l o w a b l e  r a t e s  o t  i n c r e a s e  can be under taken  e i t h e r  
f a c i l i t i e s  o r groups o f  f a c i l i t i e s .
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a c t u a l  c o s t  from 
De te rm ina t ion  o f  

on an i n d i v i d u a l

Another e lement  o f  a p r o s p e c t i v e  payment sys tem i s  more p r e c i s e l y  
d e f i n e d  c o s t  c a t e g o r i e s  combined w i t h  a un i fo rm  method o f  r e p o r t i n g  
c o s t s  t o  the  S t a t e .  A common c o s t  breakdown would be l a b o r  v s .  
non- labor  w i t h  f u r t h e r  c a t e g o r i z a t i o n  i n s i d e  t h e se  a r e a s .  The f o l l o w in g  
example u se s  " n a t u r a l "  expense c a t e g o r i e s  in r e p o r t i n g  f a c i l i t y  c o s t s .

Labor expenses
p h y s i c i a n ' s  f e e s  
management 
c l e r i c a l  .
t e c h n i c a l  ( e . g . , LPNs1, 
r e g i s t e r e d  nu rse s  
househo ld  s e r v i c e s  ( e . g .

t h e r a p i s t s )

, d i e t a r y ,  housekeep ing workers)

Non-labor expenses 
food
u t i l i t i e s
d rug s  and s u p p l i e s  
main tenance o f  personnel  
o t h e r

Whi le some l e v e l  o f  c a t e g o r i z a t i o n  i s  n e ce s s a r y  to  a s s u r e  a ccu ra cy  o f  
p r e d i c t i o n ,  the  model o u t l i n e d  above may r e q u i r e  an e x c e s s i v e
l e v e l  o f  a c co un t in g  t ime and e x p e r t i s e f o r some o f  A l a s k a ' s  sm a l l e r
f a c i l i t i e s .  The compromise approach shown below may s u f f i c e :

S a l a r i e s  and f r i n g e  b e n e f i t s

Non-labor expenses 
i a d m i n i s t r a t i v e  and gene ra l

househo ld  and main tenance 
d i e t a r y
p r o f e s s i o n a l  ca re  

V I . S t a t e  Reimbursement Trends

To d a t e ,  app ro x im a te l y  t h i r t y - f o u r  s t a t e s  have i n s t i t u t e d  a p r o sp e c t i v e  
sys tem o f  re imbursement f o r  n u r s in g  home s e r v i c e s  under M ed ic a i d ,  and 
s i x t e e n  s t a t e s  have i n s t i t u t e d  a p r o sp e c t i v e  sy s tem o f  re imbursement f o r  
h o s p i t a l  s e r v i c e s  under Med ic a id .  These p r o sp e c t i v e  systems have taken 
many fo rm s ,  each s t a t e ' s  s t r u c t u r e  i s  a l i t t l e  d i f f e r e n t .  However, they 
sha re  the same p h i l o s o p h i c a l  pu rposes :  " to  encourage economy and
e f f i c i e n c y ,  and to  e s t a b l i s h  a un i fo rm  sy s tem o f  a c c o u n t i n g ,  b u d g e t i n g ,  
and r e p o r t i n g  in  d e t e rm in in g  a h e a l t h  f a c i l i t y ' s  f u t u r e  r e im bu r 'emen t " .



V I I .  Why A la ska  Should Cons ide r  P ro sp e c t i v e  Payment Now

1. To ta l  o v e r a l l  spend ing i s  ' growing a t  20% each y e a r  i .n.
Medicai'd/GR M ed ic a l .

In  any p e r i o d ,  t o t a l  spend ing i s  a lways  a f u n c t i o n  o f ,  1) the 
number o f  r e c i p i e n t s ,  th e  volume of s e r v i c e s  u s e d ,  and t h e -
u n i t  p r i c e  o f  s e r v i c e . W i t h  an au toma t i c  co s t- o f-1 iv in g  
i n c r e a s e  t h a t  expands A l a s k a ' s  e l i g i b l e  p o p u l a t i o n ,  coup led 
w i t h  no u n i t  p r i c e  c o n t r o l  o r  volume l i m i t s ,  A la ska  c u r r e n t l y  
has no a b i l i t y  to e f f e c t i v e l y  c o n t r o l  growth in  med ica l  c o s t s .

According ' to  a re c en t  s t u d y  by THE URBAN INSTITUTE, Med ica id  
payments ro se a t  an annual r a t e  o f  15:5 pe rcen t  from FY73 to 
FY79 n a t i o n a l l y .  A laska had the h i g h e s t  annual r a t e  o f  
i n c r e a s e  a t  41,8 pe rcen t  d u r in g  t h i s  seme p e r io d .  S ince  FY79, 
c o s t s  have i n c r e a s e d  in ex ce s s  o f  20% an n u a l l y  in  A laska . '  -

These th r e e  f a c t o r s  ( r e c i p i e n t s ,  volume, and u n i t  p r i c e )  need 
to  be con s id e r e d  c o l l e c t i v e l y  in  any f i s c a l  y e a r .  C u r r e n t l y ,  
c r i t i c a l  d e c i s i o n s  conce rn ing  e l i g i b l e  p o p u l a t i o n s ,  s e r v i c e  

. c o v e r a g e s  and u n i t  p r i c e  a re  hand led independen t  o f  each o th e r  
and do not produce a f i n a l  c o s t  f i g u r e  u n t i l  the f i s c a l  y e a r  
i s  p a s t .  I f  t o t a l  spend ing i s  to  be con ta in ed  a t  a l e v e l  below 
20%, th e se  f a c t o r s  must be c on s id e r e d  r. o l l e r t i v e l y  b e fo re  each 
f i s c a l  y e a r  s t a r t s .

2. Fede ra l  f u nd in g  f o r  Med ica id  i s  reduced in FY84 and l a t e r  
y e a r s . The S t a t e  i s  faci"ng an unknown dol 1 a r  c u tb a ck  in 
f e d e r a l  f und in g  f o r  FY84. Un le s s  a d d i t i o n a l  S t a t e  fund ing  
r e p la c e s  th e se  l o s t  f e d e r a l  r e v e n u e s ,  c r i t i c a l  d e c i s i o n s  must 
be made to  b r i n g  program spend ing in l i n e  w i t h  a v a i l a b l e  
r e s o u r c e s .

i 3. Pr o s p e c t i v e  Systems reduce c o s t s  in  the  long t e rm . The Urban
I n s t i t u t e  r e c e n t l y  concl  uded t h a t  [ra~ consensus i s  now
de ve lop in g  t h a t  p r o s p e c t i v e  r a t e  s e t t i n g  i s  e f f e c t i v e  in 
lowe r in g  the r a t e  o f  i n c r e a s e  in  h o s p i t a l  spend ing by s e v e r a l  
pe rcen tage  po in t s  a y e a r ,  a t  l e a s t  in mature r a t e  s e t t i n g  
programs a f t e r  an i n i t i a l  s t a r t - u p  p e r io d " .

V I I I .W hy Doesn ' t  the Department o f  Hea l th  and So c i a l  S e r v i c e s  Simp ly 
Adopt P ro s p e c t i v e  Payment by R e g u l a t i o n ?

The L e g i s l a t u r e  must s p e c i f i c a l l y  endorse  adop t ion  o f  a p r o s p e c t i ve 
sys tem in  A la skaT  The A la ska  A t to rney  General has r u l e d  in  a 198? 
op in ion  t f i a t  p r e s en t  A la ska  S t a t u t e s  p re ven t  adop t ion  o f  a 
p r o s p e c t i v e  payment sys'tem by r e g u l a t i o n .  The L e g i s l a t u r e  must 
change A la ska  S t a t u t e s  to  c l e a r l y  a u t h o r i z e  the  Department to adop* 
a p r o sp e c t i v e  sys tem .

I
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IX . What Opt ions E x i s t ?.

1. Do No th ing . Th i s  s t r a t e g y  would l e a v e  re imbursement in. th e .  
p r e sen t  r e t r o s p e c t i v e  env ironment and re qu i r e '  the Department', 
to  pass r e d u c t i o n s  in  f e d e r a l  re venues on to  h o s p i t a l s  and 

. n u r s in g  homes th rough reduced r a t e s .  Most r e c en t  c a l c u l a t i o n s -  
p la ce  h o s p i t a l  and n u r s in g  home revenue r e d u c t i o n s  a t  8% and. 
24% r e s p e c t i v e l y  f o r  FY84. This s t r a t e g y  wou ld not r e q u i r e  
any a d d i t i o n a l  f unds  beyond the FY84 Governo r ' s  r e q u e s t  f o r  
Medical  A s s i s t a n c e  bu t  would s e v e r l y  impact  A la ska f a c i l i t i e s . .
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Remain on r e t r o s p e c t i v e  system and r e p la c e  
law

l o s t f e d e r a l  
Th isrevenues w i t h  "S ta te  f u n d s , ,  i t "  S t a t e  law p e rm i t s , 

s t r a t e g y  w i l l  r e q u i r e  rep lacement fund s  and may re q u i r e  a 
s t a t u t e  change as w e l l .  There i s  some doubt  whe ther  the 
p re sen t  s t a t u t e s  would pe rm i t  the Department to  pay r a t e s  in
excess o f the f e d e r a l  l i m i t s ,

3. Same as op t ion  #2 b u t  reduce persons
s e r v i c e s  a v a i l a b l e .

e l i g i b l e  
law ,

and medica l
__________________________ Under e x i s t i n g  A la ska  lew ,  the-Department
i s  empowered to e l im i n a t e  c e r t a i n  med ica l  s e r v i c e s  and c e r t a i n  
e l i g i b i l i t y  groups i f  funds were deemed inadequa te  f o r  FY84. 
I f  i t  were de term ined t h a t  the  Department cou ld  pay in excess  
o f  new f e d e r a l  l i m i t s  w i th  a l l  S t a t e  f u n d s ,  or l e g i s l a t i o n  
were passed to pe rm i t  t h i s ,  the Department cou ld  make 
r e d u c t i o n s  in  s e r v i c e s  and e l i g i b l e  groups to s t a y  w i t h i n  i t s  
FY84 r e q u e s t .

5.

D.

Adopt P ro sp e c t i v e  
w i th  S t a t e  f und s .

System
This

and r e p la c e  l o s t  f e d e r a l  re venues
______________  s t r a t e g y  w i l l  c o s t  rough ly  the  same
as Option 2̂ bu t  FY84 c o s t s  cou ld  be p r e d i c t e d  w i th  g r e a t e r  
c e r t a i n t y .  Assuming no changes were made in med ica l  s e r v i c e s  
covered or persons e l i g i b l e ,  t h i s  op t ion  would save t h e . S t a t e  
from 1 tn  3% a n n u a l l y  compared to Option if2 a f t e r  the i n i t i a l  
s t a r t - u p  p e r io d .

Adopt P ro sp e c t i v e  System bu t  reduce persons e l i g i b l e  and 
medica l  s e r v i c e s  a v a i l a b l e .  Here in l i e s  the t r u e  v a l u e  o f  a 
p r o sp e c t i v e  sy s tem . Once the p r o s p e c t i v e  r u l e s  are 
e s t a b l i s h e d  and the r a t e s  ( u n i t  p r i c e )  f o r  s e r v i c e s  agreed 
upon f o r  '-.he f i s c a l  y e a r ,  e l i g i b l e  groups and med ica l  s e r v i c e?  
a re  then ba lanced  a g a i n s t  u n i t  p r i c e  to  ope ra te  w i t h i n  the 
a v a i l a b l e  a o p r o p r i a t i o n .  I f  no changes were made in  persons 
covered or  s e r v i c e s  o f f e r e d ,  the p r i c e  f o r  t h i s  op t ion  would 
be the same as Option #4. I f  ma jo r r e d u c t i o n  in e l i g i b l e s  or 
s e r v i c e s  were made, the c o s t s  f o r  t h i s  op t ion  cou ld  be reduced 
p r o p o r t i o n a t e l y .

Seek R e l i e f  from Congre s s . Th is  i s  a lways  an op t ion  b u t  not 
one w i t h  as much p o t e n t i a l  in l i g h t  o f  A l a s k a ' s  p r e s en t  
f i n a n c i a l  image. N one th e le s s ,  t h e r e  i s  p r o v i s i o n  w i t h i n  the 
new f e d e r a l  changes f o r  s p e c i a l  n e g o t i a t i o n  w i t h  the  S e c r e t a r y  
o f  Hea l th  and Human S e r v i c e s  r e g a rd in g  " r u r a l "  h o s p i t a l s .  
A la ska cou ld  pursue, t h i s  op t ion  in c o n j u n c t i o n  w i th  one o f  the 
s t r a t e g i e s  d e s c r i b e d  in  Option 1 through 5 above .
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XI .  MAJOR PROVISIONS OF SB 85

Sec t io n  1: An e x c e l l e n t  d e c l a r a t i o n  o f  p o l i c y .

S e c t io n  6: D e l e t e s  t h a t  p o r t i o n  o f  AS 29.89.030 t h a t  p ro v id e s  payment
o f  S I . 000 per bed t o  a m u n i c i p a l i t y  t h a t  has the power to  p rov id e  
h o s p i t a l  f a c i l i t i e s  and s e r v i c e s ,  bu t  l e a v e s  the  a l t e r n a t i v e  payment o f
S250,000 per h o s p i t a l  in  p l a c e .  The p r o v i s i o n  o f  a $250,000 payment i s  
p r im a r i l y  based upon the  premise t h a t  most A la skan  h o s p i t a l s  a re  sma l l  . 
in  s i z e  w i t h  s i g n i f i c a n t  occupancy prob lems and , c o n s e q u en t l y ,  
s i g n i f i c a n t  f i n a n c i a l  s h o r t f a l l s .

S e c t ion  7: P ro v i d e r  a u t h o r i t y  to th e  Med ic a id  Rate Commissioner to
de te rm ine p r o s p e c t i v e l y  a r a t e  o f  payment to  h e a l t h  f a c i l i t i e s  and
e s t a b l i s h e s  f a c t o r s  t h a t  must be c o n s id e r e d  in s e t t i n g  r a t e .

S e c t io n  8: P ro v i d e s  f o r  Uniform A ccoun t in g ,  Budge t ing  and F i n a n c i a l
R epo r t in g ,  r e q u i r e s .  Requ i re s  r e p o r t s  by the h e a l t h  f a c i l i t i e s  and the 
Rate Commiss ioner and p ro v id e s  f o r  a u d i t s  and appea l s .

S e c t io n  10: E s t a b l i s h e s  th e  Med ica id  Rate Commiss ion, i t s  compos i t ion ,
appointment o f  members, term o f  membership and employment o f  pe r sonne l .

S e c t io n  12: P ro v id e s  a u t h o r i t y  f o r  the Department to e s t a b l i s h  an
i n t e r im  sys tem o f  p r o s p e c t i v e  payments f o r  the pe r iod  7/1/83 to 6/30/84.

Sec t ion  14: Suspends the op e r a t io n  o f  the c e r t i f i c a t e  o f  need program f o r
a pe r io d  o f  seven y e a r s .  The A dm in i s t r a t i o n  has p r e v i o u s l y  suppor ted
l e g i s l a t i o n  which would repea l  the c e r t i f i c a t e  o f  need program. The
Department v iew s  the p r o v i s i o n  in  CSSB85 as an a l t e r n a t i v e  which i s
s i m i l a r  to  r e p e a l .

S e c t io n  15: 
47.07.080(1)-.

Repea ls  the d e f i n i t i o n  o f  "Cost s e t t l em en t "  in  AS

yj
D m

Sec t ion  17: E s t a b l i s h e s  an e f f e c t i v e  d a te .

rv

(JO



D e p a r t m e n t ' s  P o s i t i o n

The Department o f  Hea l th  and S o c i a l  S e r v i c e s  suppo r t s  t h i s  l e g i s l a t i o n  as 
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FTCOTT

TT . : '. FISCAL DETAIL - V-V .  ' ■ •/?)
• Agency  A f f e c t e d : Hea l th  and So c i a l  S e r v i c e

P ro  cj ram C a t e g o r y  At f e e  t o d :  Med ic a l Ass/i 
BRl)', P rog ram  o f  S u b p r o g r a m ' s )  A f f e c t e d :
• Med ica id/Genera l  R e l i e f  Med ica l

REQUEST - ' ■■
Bil l /R eso lu t ion  N o . :  SB 85' ' '
f j i ■)c . P ro s p e c t i v e - Rate S e t t ing
S p o n s o r?
Requestors________________  .

EXPENDITURES/REVENUES:' (Thou sand s  o f  Pol

OPERATING 
100 PERSONAL SERVICES 
200 TRAVEL 
300 CONTRACTUAL 
400 COMMODITIES , '
500 tOUIPMEHT ‘ ' :'-- 
600 LAND & STRUCTURES 
700 GRANTS,- CLAIMS,'ETC

TOTAL OPERATING

CAPITAL

REVENUE

UIJDING: (Thousands of  Dollars)
GENERAL FUND . \  •
FEDERAL FUNDS ' if. 
OTHER (Specify Source)

FULL-TIME
PART-TIME
TEMPORARY

I I I .  SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL

P r e p a r e d  By:
D i v i s i o n :  P u b l i c  A s s i s t a n c e

Phone: 465-3355 
D a t e :  4/4/83

Approved by Coimnis 
Department:

B u j s c t  ( f o r  L c . 1 s l . t u r e  I n t r o d u c e d  M U s )  
Copy t o  D e p a r tm e n t  ( t o r  Gov cm no) i n t i o d w c e d  I n  .»)
Copy t o  S p o n s o r  .



100 Persona l  S e r v i c e s
1) E x e c u t i v e  D i r e c t o r  R24 $4,251 X 12 = 51,012
2) C le rk  T y p i s t  I I I  R8 1,487 X 12 = 17,844

68,856 
15,837

$84,693

F i s c a l  N o te  Review

= 27,000

70,000

2,000

6,000 

$189,603

Three e x i s t i n g  A u d i t o r  111 p o s i t i o n s  from the D i v i s i o n  o f  P u b l i c  
A s s i s t a n c e  wi 11 be t r a n s f e r r e d  f o r  Commission use as w e l l  as t r a v e l  
f u n d s ,  e t c .

B e n e f i t s  .23%

200 T rave l  and Per Diem
5 Commission Members X 12 mee t ings  
x ave rage  c o s t  o f  $450

300 Con t r a c t u a l  (Data P ro c e s s in g  A s s i s t a n c e )

400 Commodities

500 Equipment
1) Desk s ,  Cha i r s  and F i l e s  

Word P ro ce s so r
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P o s i t i o n  Paper 

on

Senate B i l l  85

For an Act r e p e a l i n g  the c e r t i f i c a t e  o f  need program; and p ro v id i n g  
f o r  an e f f e c t i v e  d a t e . "

Senate  B i l l  85 r e p e a l s  th o s e  p o r t i o n s  o f  AS 18.07.021 which p ro v id e  the 
s t a t u t o r y  a u t h o r i t y  f o r  t h e  Department t o  a dm in i s t e r  a c e r t i f i c a t e  o f  
need program and r ep ea l s  r e f e r e n c e s  t o  c e r t i f i c a t e  o f  need i n  o t h e r  ; 
s e c t i o n s  o f  t h e  S t a t u t e  as w e l l .

The A dm in i s t r a t i o n  s uppo r t s  Senate B i l l  85 as i t  i s  c u r r e n t l y  w r i t t e n .

The Department recommends t h a t  th e  Committee re v iew  s t a t u t o r y  p r o v i s i o n s  
which r e l a t e  to  h e a l t h  f a c i l i t y  deve lopment i n c l u d i n g  th e  f o l l o w i n g :

Med ica id  Programs

The s t a t e ' s  p a r t i c i p a t i o n  in  the  Med ica id  program (S ta t e  d o l l a r s  fund 
app ro x im a te l y  52 percen t  of  t o t a l  program c o s t s )  has grown from 
$1 m i l l i o n  in  1972 to  n e a r l y  $38 m i l l i o n  in  FY 82 and t o t a l  c o s t s  
i n c l u d i n g  f e d e r a l  p a r t i c i p a t i o n  have grown from $2 m i l l i o n  t o  n e a r l y  
$74 m i l l i o n  in  t h i s  same p e r i o d .  N ine ty-two pe r cen t  o f  p a t i e n t s  in 
A l a s k a ' s  long  term ca re  f a c i l i t i e s  a r e  suppor ted  oy th e  Med ica id  
program which means t h a t  the  s t a t e  (and f e d e r a l )  government has 
n e a r l y  th e  f u l l  burden o f  a l l  o p e r a t i o n a l  c o s t s  f o r  th e  f a c i l i t y .
These Med ica id  c o s t s  i n c r e a s e  when a d d i t i o n a l  beds a re  added ,  new 
equipment i s  purchased or new s e r v i c e s  ( i n c l u d i n g  new types  of manpower) 
a re  o f f e r e d .  The D i v i s i o n  of  P u b l i c  A s s i s t a n c e  must e f f e c t  a p r o v i d e r  
agreement w i th  any q u a l i f i e d  p r o v i d e r  who seeks t h i s  agreement.

C ap i t a l  Budget

A la ska  has p ro v id ed  s u b s t a n t i a l  f i n a n c i a l  a s s i s t a n c e  i n  the d e v e lo p ­
ment o f  h e a l t h  c a r e  f a c i l i t i e s .  The 12th L e g i s l a t u r e  p rov ided  more 
than $36,6 m i l l i o n  by l i n e  i tem a p p r o p r i a t i o n  to  expand one h o s p i t a l ,  
r e p l a c e  two o th e r s  and p ro v id e  p la nn in g  a s s i s t a n c e  f o r  two r u r a l  
h o s p i t a l s .  The number o f  r e q u e s t s  f o r  s t a t e  fund ing  has s t e a d i l y  
i n c r e a s e d .

Revenue Shar ing

A la ska  has a revenue s h a r i n g  program (AS 29.90.01D) which p ro v id e s  
25 pe rcen t  p lu s  i n t e r e s t  o f  h o s p i t a l  c o n s t r u c t i o n  c o s t s  to  a l l  non­
p r o f i t  h o s p i t a l s .  This , program, a dm in i s t e r e d  by the Department o f  
Community and Reg iona l A f f a i r s ,  p r o v i d e s  f u r t h e r  suppor t  f o r  h o s p i t a l  
c o n s t r u c t i o n  p r o j e c t s  i n  a d d i t i o n  to  any f ron t-end  c a p i t a l  funds 
p ro v id ed  by the  s t a t e .  Th is  a d d i t i o n a l  h e a l t h  f a c i l i t y  c o n s t r u c t i o n  
r e so u r c e  u n de r s co r e s  the  impor tance o f  d e t e rm in in g  t h e  a c t u a l  need
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f o r  c o n s t r u c t i o n , b e fo r e  the S t a t e  i s  committed to  pay f o r  a ma jo r 
p o r t i o n  o f  such c o n s t r u c t i o n .

Non-p ro f i t  h o s p i t a l s  each r e c e i v e  a q u a r t e r  o f  a m i l l i o n  d o l l a r s  in  
o p e r a t i n g  a s s i s t a n c e  each y e a r  th rough th e  s t a t e ' s  revenue sh a r in g  
program (AS 29.89.030). Nurs ing homes and o t h e r  h e a l t h  f a c i l i t i e s  
a l s o  r e c e i v e  a s s i s t a n c e  based on th e  number o f  beds t h e y  have .  There 
a re  no s p e c i f i c  r e qu i r em en t s  as t o  how such funds  a re  t o  be expended. 
Not o n l y  are e x i s t i n g  h e a l t h  f a c i l i t i e s  a s s u r e d  o f  t h e s e  fund s  in  
a d d i t i o n  t o  o t h e r  s t a t e  s u p po r t ,  bu t  new f a c i l i t i e s  a re  encouraged 
by t h e  a v a i l a b i l i t y  o f  t h e s e  f u n d s .

Recommended by : j O j /  ,-7
Phoebe A. L i n d s d y / D i re c toh  
D i v i s i o n  of  P l a n n in g ,  P o l i c y  

and E v a l u a t i o n

Date;  =2 /  j k  / '&o
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S E C T I O N  1 

S E C T I O N  2

S E C T I O N  3

S E C T I O N  4

S E C T I O N  5

F I N D I N G S  A N D  D E C L A R A T I O N  O F  P O L I C Y

T H A T  T H E  R E T R O S P E C T I V E  M E T H O D  O F  P A Y M E N T  T O  H E A L T H  
F A C I L I T I E S  I S  I N A D E Q U A T E ,  A N D  T H A T  T H E  L E G I S L A T U R E  
I N T E N D S  T O  C H A N G E  T O  A  P R O S P E C T I V E  P A Y M E N T  M E T H O D .

G I V E S  T H E  C O M M I S S I O N  T H E  M A N D A T E  T O  P R O S P E C T I V E L Y  
S E T  H E A L T H  F A C I L I T Y  R A T E S  B A S E D  O N  R E A S O N A B L E  C O S T S .
A N D  L I S T  F A C T O R S  B Y  R E G U L A T I O N .

( b )  I N  S E T T I N G  R A T E S ,  T H E  C O M M I S S I O N  S H A L L  D E T E R M I N E  
T H E  P R O P O R T I O N A T E  S H A R E  O F  T H E  F A C I I I T Y ' S  F I N A N C I A L  
R E Q U I R E M E N T S ,  A N D  S E T S  A C C O U N T I N G  P R I N C I P L E S  T O  B E  
F A C T O R E D  I N .

( c  ) P R O V I D E S  A U T H O R I T Y  T O  T H E  C O M M I S S I O N  I N  R A T E  
S L T T I N G  F O R  O V E R B U I L T  O R  O V E R B E D D E D  F A C I L I T I E S .

E A C H  H E A L T H  F A C I L I T Y  I S  R E Q U I R E D  T O  S U B M I T  A  F I N A N C I A L  
R E P O R T  T O  T H E  C O M M I S S I O N  B Y  1 2 0  D A Y S  A F T E F .  T H E  E N D  O F  
T H E  F I S C A L  Y E A R .

T H E  C O M M I S S I O N  S H A L L  S U B M I T  A  R E P O R T  T O  T H E  G O V E R N O R  
B Y  S E P T E M B E R  3 0 T H  O F  E A C H  Y E A R  O N  P R O S P E C T I V E  P A Y M E N T S  
M A D E  A N D  A N  E S T I M A T E  O F  C U R R E N T  A N D  S U B S E Q U E N T  Y E A R .

A  U N I F O R M  B U D G E T I N G ,  A C C O U N T I N G  A N D  F I N A N C I A L  R E P O R T I N G  
S Y S T E M  W I L L  B E  E S T A B L I S H E D  B Y  T H E  C O M M I S S I O N  B Y  R E G ­
U L A T I O N  W H I C H  T A K E S  I N T O  C O N S I D E R A T I O N  C U R R E N T  S Y S T E M S ,  
D I F F E R E N C E S  I N  F A C I L I T I E S  A N D  T H E I R  S E R V I C E S ,  A N D  
O T H E R  F A C T O R S  D E T E R M I N E D  R E L E V A N T .

T H E  C O M M I S S I O N  H A S  T H E  P O W E R  T O  W A I V E  O R  M O D I F Y  A N  
A C C O U N T I N G  R E Q U I R E M E N T  O N  A  C A S F  B Y  C A S E  B A S I S .

T H E  C O M M I S S I O N  M A Y  M O D I F Y  R E Q U I R E M E N T S  B Y  R E G U L A T I O N  
F O R  F A C I L I T I E S  H A V I N G  L E S S  T H A N  2 5  A C U T E  C A R E  B E D S .

A U D I T S  A R E  R E Q U I R E D ,  A N D  H E A L T H  F A C I L I T I E S  S H A L L  
A L L O W  R E A S O N A B L E  A C C E S S  T O  F I N A N C I A L  R E C O R D S  B Y  T H E  
C O M M I S S I O N ,  T H E  D E P A R T M E N T  O F  H E A L T H  A N D  S O C I A L  S E R V I C E S  
A N D  A N Y  F E D E R A L  A G E N C I E S  R E Q U I R E D  B Y  L A W .

A C T I O N S  O F  T H E  C O M M I S S I O N  A R E  S U B J E C T  T O  T H E  
A D M I N I S T R A T I V E  P R O C E D U R E S  A C T .

D E F I N I T I O N S

E S T A B L I S H E S  T H E  M E D I C A L  R A T E  C O M M I S S I O N  W I T H I N  T H E  
D E P A R T M E N T  O F  H E A L T H  A N D  S O C I A L  S E R V I C E S .

L I S T S  T H E  F I V E  M E M B E R S  T O  B E  A P P O I N T E D  B Y  T H E  
G O V E R N O R  F O R  T H R E E  Y E A R  S T A G G E R E D  T E R M S .

M E M B E R S  O F  T H E  C O M M I S S I O N  S E R V E  W I T H O U T  C O M P E N S A T I O N  
B U T  R E C E I V E  P E R  D I E M  A N D  T R A V E L  E X P E N S E S .
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S E C T I O N  6

S E C T I O N  7

S E C T I O N  8 

S E C T I O N  9

B O A R D  M E M B E R S  W I L L  S E L E C T  A  C H A I R  A T  T H E  F I R S T  
M E E T I N G  O F  E A C H  Y E A R .

T H E  C O M M I S S I O N  W I L L  M E E T  A S  O F T E N  A S  N E C E S S A R Y  W I T H  
T H R E E  M E M B E R S  C O N S T I T U T I N G  A  Q U O R U M .

T H E  D U T Y  O F  T H E  C O M M I S S I O N  I S  T O  E S T A B L I S H  R A T E S  
P A I D  T O  H E A L T H  F A C I L I T I E S  F O R  M E D I C A I D  A N D  G E N E R A L  
R E L I E F  M E D I C A L  P R O G R A M S .

T H E  C O M M I S S I O N  M A Y  E M P L O Y  A N  E X E C U T I V E  D I R E C T O R  W H O  
M A Y  H I R E  A D D I T I O N A L  S T A F F  A T  T H E  A P P R O V A L  O F  T H E  
C O M M I S S I O N .  P E R S O N N E L  O F  T H E  D E P A R T M E N T  O F  H E A L T H  
A N D  S O C I A L  S E R V I C E S  W I L L  P R O V I D E  A S S I S T A N C E  T O  T H E  
C O M M I S S I O N .

G I V E S  T H E  D E P A R T M E N T  O F  H E A L T H  A N D  S O C I A L  S E R V I C E S  
T H E  A U T H O R I T Y  T O  E S T A B L I S H  A  P R O S P E C T I V E  P A Y M E N T  
P R O G R A M  F O R  G E N E R A L  R E L I E F  P A Y M E N T S  T O  H E A L T H  
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