


(^Bethel Social Bervlcesflnc])

• A  PRIVATE NON-PROFIT CORPORATION •

November 5, 1982

Senator John Sackett 
P. 0. Box 29 
Ruby, Alaska 99678

Dear Senator Sackett:

This letter is to follow-up on our recent conversation regarding the 
cost of care dilemma that the Bethel Receiving Herne is now in.

Bethel Social Services, Inc., opened the original Receiving Home in 
1969 in an old B.I.A. building. This project was closed on 1976 as 
the building was sinply not licensable. At the request of many State 
agencies, especially the Department of Corrections, Bethel Social 
Services. Inc., built a new receivina heme with a combination of 
borrowed funds arJ Criminal justice monies. This facility was con­
structed at great financial ri.sk to the Corporation with assurances 
from the State that it would be fully utilized.

Our cost of care was set at 755.63 based on the prot-sed budget divided 
by 75£ of the number of licensed beds. Thus began the cost of care rat 
race of h aving to lose money to get the post of care rate up to make 
money. The following circumstances have prevailed at the Bethel Receiving 
Heme in regard to the cost of care:

1. When the new home was opened in 1980, the cost of care 
rate was set too low because the anticipated usage 
ESTIMATED BY THE STATE fell below"the actual usage.

2. With the exception cf one facility which lias donated 
labor, the Bethel Receiving Herne Jras had tine lowest 
cost of care rate throughout the State.

3. The Bethel Receiving Home has lost money each year.
It failed to lose enough money, however, to raise the 
cost of care rate substantially to make money.

4. W e have always been opposed to the cost of care method 
of setting rates. It rewards the inefficient. However, 
the interim method of freezing the rates will cause the 
Bethel Receiving Home to close. Our rate has been frozen
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at the lowest receiving hone rate in the State with 
the exception of the Sitka Hone which has donated 
labor, we understand.

5, We were not aware that there had even been a change 
in the process until three months after it went 
into effect.

6. Me are requesting the legislature set a cost of care 
'rate for the Bethel Receiving Hone at S115.00 per
day. Our current rate is $75.52 per day. The $115.00 
is the average rate taken from averaging the rates from 
the receiving hemes in Anchorage, Juneau, None and 
the North Slope. In essence we are saying that it 
should cost us an average of what the other facilities 
are providing care for. With sound management, this 
rate will allow the Bethel Receiving Heme to provide 
care and reduce it's indebtedness.

Just to clarify the relationship becween Bethel Social Services, Inc.
and the Bethel Receiving Heme, Inc. --- Bethel Social Services, Inc.
operated the old receiving home. The build big was owned by the Bureau 
of Indian Affairs. Bethel Social Services, Inc. built and owns the 
new receiving hone and is the parent corporation and registered agent 
for Bethel Receiving Home, Inc., which operates the Bethel Receiving 
Hone. (Without the two separate entities, there is no provision for 
paying the lease on the building under cost of care regulations.)

We are also enclosing a copy of the current rates for facilities tlrrough- 
out the State and a table of information pertinent to the Bethel Receiving 
Hone's operations during the past three fiscal years. We have been in 
contact with John Pugh, Division of Youth & Family Services, and are 
trying to keep him abreast of our request through the legislature.

Please let us know if we can provide you with any additional information.

Sincerely,

Loreen Foster 
Administrative Director

cc: Join Pugh, Director, Div. of Youth & Family Services
Chet Adkins, President, Board of Directors

Enel: (2)
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SUMMARY OF OPERATIONS 
BETHEL RECEIVING HOME 
FEBRUARY, 1980— JUNE, 1982

PERIOD

EXCESS OF EXPENDITURES COST OF
TOTAL EXPENDITURES OVER REVENUES TOTAL ICED DAYS RATE

AC1UAL COST 
OF CARE

Feb - June, 
1980

July, 1980- 
June, 1981

$39,728.

$126,061.

($8,883.)
(Losses covered by Crimi­
nal Justice Start-up 
Funds)

($3,520.) 1,903

695 (audited) $53.63

$64.02

$57.16

$66.24

July, 1981- 
June, 1982 $131,768. ($28,121.) 1,3505 $75.52 $97.61
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A N C H / W I L L O W BETHEL

ACS Rece i v i n g  Home 

C/O A K  Childrens Services 

1200 E. 27th 

Anchorage, A K  99504

0232007. ~.N \- 
$ 1 4 9 . 85/day ‘

07-01-82

Booth Memor i a l  Hom e  

C/0 Salvation Army 

B o x  3-063

Anchorage, A K  99504

00033.30=—
$ 1 4 6 . 90/day ■ 

07-01-8’2—

Bethel Rec e i v i n g  H o m e  

Bo x  271
Bethel, A K  99559

0231001

C l75.52/d ^
07-01-82

ACS A q u a r i u s  House 

C/0 A K  Childrens Services 

1200 E. 27th 

Anchorage, AK 99504

0001455 . .
$ 1 4 9 . 85/day ‘

07-01-82

Hilltop Horae Inc 

P.O. B ox 10-2223 

A nchorage, A K  99511

0004287 

$ 8 5 . 53/day*

07-01-82' '

B e thel Group Home 

P.O. Box 385 

Bethel, AK 99559

0004227 ___
($59.06/day]y-
07-01-82

ACS Colletti House 

C/O AK Childrens Services 

1200 E. 27th 

Anchorage, A K  99504

0002122 ..
$ 1 1 7 . 51/day '

07-01-82

ACS Jesse Lee

C/O AK Childrens Services

1200 E. 27th
Anchorage, AK 99504

0001394 

$ 1 6 5 . 46/day 

07-01-82

T u r ning Point Boy Ranch 

M i l e  68 Parks H i g hway 

Willow, A K  99688

0 0 0 1 9 1 8 _____^

$ 1 0 5 . 37/day 

07-01-82

FAIRBANKS

NOME

N o m e  R eceiving Home

B ox lOSS

Nome, AK 99762

0005412 

C"$l09.20/day \

P H H - R e c e i v i n g  H o m e  

C/O Pres. Ho s p i t a l i t y  Ho u s e  

1401 K e l l u m  Street 

Fairbanks, A K  99701 • '

07-01-82

OUT OF STATE

Ex celsior Youth Center 

15151 E. Quincy Avenue 

Denver, CO 80015

0232005 

$ 1 1 1 . 98/day 

07-01-82

I 0241011.

I < | 6 4 . 7 7 / d a y v' 
I 07-01-81

A n c  M M «.*.U DUU_T*-«o r> — J  c  c  j  4_i_
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C H A M B E R S  O F  

C H R I S T O P H E R  R .  C O O K E ,  P R E S I D I N G  J U D G E

^ i a i r  of ^ l a s h a
F O U R T H  J U D I C I A L  D I S T R I C T  

P . O .  B O X  1 3 0  

B E T H E L .  A L A S K A  

9 9 5 5 0 P H O N E :  1 9071  5 4 3 - 2 2 9 B

November 1, 1982

Mr. John Pugfu/Director 

Division of/Faraily and 

Y o u t h  Services 

Pouch U^05
Ju n e p u , Alaska 99811

Re: Bethel Receiving Home

Dear Mr. Pugh:

It has come to my attention that the Bethel Receiving Home is 

in serious financial trouble. The home js operating at a substantial 

loss and will soon be forced to close unless additional revenue can 

be secured.

The Receiving Home provides temporary shelter for juveniles 

detained in delinquency proceedings and emergency foster care for 

children in need of aid. Loss of the Receiving Home would have a 

great adverse impact up o n  the Alaska Court System and this region 

since it is the only facility of its type in this area.

Without the Receiving Home, juveniles detained in delinquency 

proceedings would have to be housed in the substandard Bethel City Jail 

and, at great expense and inconvenience, McLaughlin Youth Center in 

Anchorage. Emergency foster homes for neglected or abused children would 

have to be found on a case-by-case basis. This would constitute a giant 

step backward for the juvenile justice system in this region and for the 

local and regional operations of your department.

One reason for the Receiving Home's financial plight is the cost of 

care rate paid by your department. Currently that rate is $75.52 per 

day while comparable facilities in Nome, Juneau and Anchorage receive



Mr. John Pugh 
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$116.97, $106.17 and $149.85, respectively. The Receiving Home would be 

financially viable if their daily rate were in the vicinity of $100.00 

or if bed space could be provided to your agency on a monthly retainer

I would appreciate your prompt attention to this sutuation. If 

the Bethel Receiving Home is forced to close, this community, the 56 vil 

lages of our region, and both our agencies will suffer. With your coope 

ation I hope that such e drastic result can be avoided.

Representative Tony Vaska

David E. Arnold

Gloria Hawkins

Bob Buttcane

Loreen Foster

Don Constantine

Jim Shanks

Laurie Otto

basis.

Very truly y o u r s ,

Cl
Superior Court J u d g e

CRC/bn

cc: # ^ e n a t o r  John Sackett
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"An Act making a s up p l emen t s1 a p p r o p r i a t  in t o  t h e  Depar tment  o f  
H e a l t h  and S o c i a l  S e r v i c e s  f o r  payment as a g r a n t  t o  Be the l  
S o c i a l  S e r v i c e s ,  I n c . ;  and p r o v i d i n g  f o r  an e f f e c t i v e  d o t e . "

House Commi t tee S u b s t i t u t e  f o"  Senate  B i l l  No. 97 makes an 
a p p r o p r i a t i o n  o f  $65,000 to t he  Depar tment  i n  the form o f  a ’-grant 
d e s i g na t e d  f o r  Be t he l  S o c i a l  S e r v i c e s ,  I n c .  t o  o pe r a t e  t he  Be the l  
R e c e i v i n g  Home d u r i n g  the r ema i nde r  o f  t he  c u r r e n t  f i s c a l  y e a r .

There a re  a v a r i e t y  o f  prob l ems i n h e r e n t  i n  o p e r a t i n g  such
f a c i l i t i e s  i n  Bush commun i t i e s  wh i ch  are  e i t h e r  u n i q u e  to t hose
f a c i l i t i e s  o r  e xagge ra t ed  because o f  t h e i r  l o c a t i o n .  For 
examp l e ,  i n i t i a l  s t a r t-up  and ongo i n g  o p e r a t i n g  c o s t s  o f  such 
f a c i l i t i e s  a re  u s u a l l y  g r e a t e r  than f o r  urban f a c i l i t i e s .

lri a d d i t i o n ,  sm a l l e r  f a c i l i t i e s  l o c a t e d  i n  r u r a l  a reas g e n e r a l l y
have l e s s  p r e d i c t a b l e  r e s i d e n t  p o p u l a t i o n s  and s u f f e r  f rom cash
f l ow prob l ems .

The number o f  emergency p l a cemen ts  has d e c l i n e d  i n  t he  Be the l  
a rea as i t  has s t a t e w i d e .  T h i s  d e c l i n e  has r e s u l t e d  from 
chang i ng  needs o f  c h i l d r e n  and more e f f e c t i v e  e f f o r t s  to comply 
w i t h  t he  I n d i a n  C h i l d  We l f a r e  A c t ,  wh i c h  mandates p r e f e r e n t i a l  
p l a cemen t  o f  Na t i v e  c h i l d r e n  i n  t h e  homes o f  r e l a t i v e s  o r  i n  
Na t i v e  f o s t e r  homes. T h i s  nas proven p a r t i c u l a r l y  p r o b l e m a t i c ,  
however ,  to t hose  f a c i l i t i e s ,  sucn as t he  Be the l  R e c e i v i n g  Home, 
o p e r a t i n g  i n  a reas  i n  wh i c h  t he  m a j o r i t y  o r  a v e ry  l a r g e  
pe r cen tage  o f  t he  p o p u l a t i o n  i s  N a t i v e .  Thus ,  w h i l e  s t a f f i n g  i s  
g e n e r a l l y  m a i n t a i n e d  a t  l e v e l s  adequa t e  t o  p r o v i d e  f o r  t he
average p o p u l a t i o n  o f  t he  f a c i l i t y  and f o r  emergency
c i r c ums t an c es  the a c t u a l  number o f  r e s i d e n t s  i s  o f t e n  be l ow the
l e v e l  r e q u i r e d  t o  p r o v i d e  f i s c a l  support: f o r  the f a c i l i t y ' s
o p e r a t i o n .  S i n c e  c o n t r a c t i n g  f o r  a number o f  beds i s  no t  
a l l o w a b l e  under  e x i s t i n g  purchase o f  s e r v i c e s  l aw ,  t he  f a c i l i t y  
cannot  be assured o f  i ncome necessa ry  f o r  o p e r a t i o n  d u r i n g  t hose 
p e r i o d s  when few o r  no p l a cemen ts  a re  made.

I n suii ima1. y ,  t he  Depar tment  i s  s u p p o r t i v e  o f  m a i n t a i n i n g  
f a c i l i t i e s  such as t he  Be t he l  R e c e i v i n g  Home wh i c h  se r ve  as 
necessa ry  p l a cemen t  r e s ou r ce s  f o r  abused o r  n e g l e c t e d  c h i l d r e n  
and f o r  de l i n qu e n t ,  y o u t h  who do not  r e q u i r e  d e t e n t i o n .  
Ma i n t enance  ol  such f a c i l i t i e s  i n  r u r a l  a reas i s  c r i t i c a l  due to

i R E C E I V E D
MAY 2 ' 1983 

Wosephson,
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the  g e n e r a l  p a u c i t y  of  a l t e r n a t i v e  r e s o u r c e s .  W i t hou t  such 
r e s ou r ce s  many c h i l d r e n  and you th  wou l d  n e c e s s a r i l y  be p l a c e d  i n  
urban f a c i l i t i e s  f a r  from t h e  systems o f  suppo r t  p r o v i d e d  i n  
t h e i r  commun i t i e s  and sepa ra t ed  f rom t h e i r  f a m i l i e s .  Such 
s e p a r a t i o n  a t  t imes n u l l i f i e s  e f f o r t s  t o  r e s o l v e  t h e  
p r e c i p i t a t i n g  s o c i a l  o r  f a m i l y  prob l ems and may p r e v e n t  
r e u n i f i c a t i o n  o f  t he  c h i l d  arid f a m i l y  o r  r e h a b i l i t a t i o n  o f  
d e l i n q u e n t  y o u t h .

RECOMMEND

Youth S e r v i c e s

DATE: z - i  / 9 f ' 3

APPROVED BY:
Rober t  London Sm i t h ,  Ph .D.
Commiss i oner

DATE:

\
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MINUTES OF THE RCCF 
PAYMENT RATE STUDY COMMITTEE

November 8, 1982

BACKGROUND:

CCSHB 357, which was passed by the Tw e lfth  Legis lature in 1982, suspended 
operation o f AS 47.05,010(14), AS 47,40.010, 47.40.040, and 47.40.050 from 
Ju ly  1, 1982 th rou gh  June 30 , 1984 and established a f ive  member committee to 
s tudy  a lte rna tives to the method o f  establish ing payment rates under AS 47.40. 
Under CCSHB 357 , the committee is to be composed o f f ive  members appointed 
by the Commissioner o f the Department of Health and Social Services, three of 
whom are to be employees o f the Department of Health and Social Services
(DHSS), and two are to be p rov ide rs  of residential ch ild  care services. The
following persons were appointed by Commissioner Helen D. Beirne to serve on 
the committee: John G a rv in , Executive D irector o f Alaska Ch ild ren 's  Services
and President o f the Alaska Association of Ch ild ren 's Homes; Linden Staciokas, 
D irec to r of P resbyte rian  Hosp ita lity  House; Joe B e tit ,  Deputy D irec tor of the 
D ivis ion of A dm in is tra tive  Services (DHSS); Marsha Hubbard , D irector o f the 
D ivision of Management and Budget (DHSS); and John Pugh, D irec to r of the 
D iv is ion o f Family and Youth Services (DHSS). Dale Vo ltz , D irec to r o f the 
Juneau Receiving Home, and Bill Webb, D irector of the Nome Receiving Home, 
were appointed as non-vo ting  members of the committee to serv ice as alternates 
in' the case o f  the absence o f a vo ting  residential ch ild  care p ro v id e r ,  as well 
as to provide comments from the perspective  o f smaller and ru ra l fac il it ies.

FIRST MEETING:

The f i r s t  meeting o f  the committee was held in Juneau on the morning of
November 8, 1982, the purpose of which was to delineate the scope and plan
the work o f  the committee. Present were Joe B e tit ,  John Pugh, Marsha
Hubbard , John G arv in , and Dale Vo ltz . Linden Staciokas was absent due to 
illness. Bill Webb was not present since the trave l costs fo r  the short meeting 
did not appear to be ju s t i f ie d .  Ted Sponsel, Presbyterian Hosp ita lity  House, 
attended the meeting, and two s ta f f  members of the Division o f Family and 
Youth Services (Jackie Damon and Nina K inney) were present to provide s ta ff  
suppo rt fc r  the committee.

John Pugh was chosen chairman o f the committee.

ISSUES:

\ f t e r  reviewing CCSHB 357 , the committee members identified  the following 
issues to be addressed by the committee:

1. Rate Setting Mechanism: Consideration will be given to the fu ll cost of
care method, con tracts , g ra n ts ,  and any other methods identif ied  by the
committee or DFYS s ta ff .

2. Methods o f reimbursement fo r capital costs, inc lud ing  lease-back
deprecia tion.



3. Sources o f  Fund ing : The ava i lab i l i ty  and use o f o ther sources of money to
finance residentia l ch ild  care services and to finance the construc tion  of
residentia l ch ild  care fac il i t ies .

4. Allowable Expenses

5. Who shall be the service providers? John Garvin suggested consideration
o f '  th is  top ic to include consideration o f the types of organizations the
Department should purchase from (p ro f i t ,  n o n -p ro f i t ,  m unic ipa lit ies, e tc .)  
and whether the Department should requ ire  accreditation by an indepen­
dent body.

6. Purchase of Service Regulations: Once the rate setting approach and
other major issues are decided on, the final committee report will inc lude a
pre lim inary d ra f t  o f regulations which would be needed to implement the

‘ committee's recommendations. There was agreement tha t i t  would not be 
feasible to have a f in ished set o f  regu la tions, bu t tha t at least the broad 
categories and approaches would be addressed by the committee and the 
Division would complete a f i r s t  d ra f t .

TIME FRAMES:

CCSHB 357 requ ires a report to the Legis lature by the 30th day of the second 
session of the 13th Legis lature (approxim ate ly m id -Feb rua ry , 1984). However, 
the committee decided i t  would be preferable to complete the work by
November 15, 1983.

INFORMATION GATHERING:

There- was a discussion regard ing sources and methods o f gathering  information 
w ith  the following decisions made:

1. The Division will review information on purchase o f residentia l ch ild  care 
services from other states, and provide an analysis to committee members, 
and copies o f any p a r t icu la r ly  useful documents.

2. John Garvin has compiled material from the Child Welfare League L ib ra ry  
and offered to share an analysis and copies of re levant information.

3. John Pugh stated tha t the Region X Resource Center for C h ild ren , Youth, 
and Families at the U n ive rs ity  of Washington is p lanning a workshop on 
purchase o f residentia l ch ild  care services. As soon as he receives the 
dates and agenda, John will n o t ify  committee members.

4. I f  outside consultants are available free of charge to the committee, they 
will b*' requested to provide information. Mention was made of Jim Mann, 
Western Regional Representative o f the Child Welfare league of America, 
and the poss ib il ity  of ORPSCA sharing the information they compiled two 
years ago from all the states.

COMMUNICATION WITH RCCF PROVIDERS:

There was discussion regard ing  the ways in which the committee could solicit 
and receive comments from p ro v ide rs .  I t  was decided tha t everyone receiving 
fu l l  cost of care should receive a summary o f the minutes of each meeting, and 
tha t they would be asked to share any concerns, comments, and reactions with



the Chairman o f  the Committee, John Pugh. Providers would thus receive 
ongoing communication as issues are addressed and would have the oppo rtun ity  
to p rovide  comments.

There was also a suggestion made tha t teleconferencing could be util ized by the 
committee, especially when consultants are available.

DECISION-MAKING:

Plans are fo r the committee to meet in work sessions, p r im ar ily  in Juneau to 
minimize th.e number of people who need to t rave l,  and to be able to provide 
s ta f f  support to the committee. Meeting are open to the pub lic , and p r io r  to 
any votes on recommendations, the Depai /lent will g ive w r it ten  public notice.

The Committee adopted Robert's Rules of O rde r, requ ir ing  a simple majority for 
any votes taken. I f  the Committee does not reach consensus on issues, the 
final re p o rt  w ill include m inority  reports ind icating the m inority  views and 
id e n t i fy in g  the committee member votes.

COMMUNICATION WITH THE LEGISLATURE:

I t  was decided tha t i f  would be useful to keep the Chairmen of Health, 
Education, and Social Services Committees in the House and Senate apprised of 
the work of the committee. There fo re , once the chairmen are appointed, the 
D ivis ion will send them copies o f the preceding minutes and provide other 
in formation as requested.

NEXT MEETING:

The next meeting, and f i r s t  fu ll committee meeting will be held on Monday, 
December 20, 1 982 , at 8:30 a.m. The topic for th is meeting will be the
ra te -se tt ing  mechanism.

The following meeting will focus on capital costs i Issue §2 ) and the subsequent 
meeting will address allowable costs (Issue #4).

Minutes Taken By:

Social Services Program 
Coordinator 

Division of Family and 
Youth Services

Approved By:

John R. Pugh, /D irector
Division o f Family and Youth Services
Chairman of Committee
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fi/U SHEFFIELD, GOVERNOR

D EP T. O F  HEALTH A N D  S O CIA L  SER VICES
DIVISION O F  F A M I L  Y A N D  Y O U T H  S E R  VICES

POUCH H-05
JUNEAU, ALA SK A  99311 
PHONE: 19071 465-3170

D O C U M E N T  NO. 83-36

February 3, 1S83

Honorable Joe Josephr.on 
Chairperson, Senate HESS 
Alaska State Legis la ture 
Pouch V
Juneau, Alaska 9981 1 

Dear Senator Josephson:

Th is is in fo llow -up  to my le t te r of January 31 , 1 983 in which the 
minutes o f the Payment Rate Study Committee were inadevertan tly  
omitted. They are now enclosed.

Sincerely,

vonne Elder Walker 
Acting D irector
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Mi nu te s  o f  t he  RCCF Payment Rate Study Commi t tee 

December 20, 1982

The second mee t i n g  o f  t h i s  Commi t tee was h e l d  on December 20, 1982 i n  
Juneau .  Pr esen t  were:  John G a r v i n L i n d e n  S t a c i o k a s ,  Joe B e t i t ,  Joann
C l a r k  ( f o r  Marsha Hubbard) ,  John Pugh, Da l e  V o l t z ,  and B i l l  Webb. The
D i v i s i o n  o f  F am i l y  and Youth S e r v i c e s  s t a f f  members p r esen t  were: 
J a c k i e  Damon and Ni na K e e l e r .

John Pugh convened t he  mee t i ng  and asked f o r  feedback on the mi nu t es  o f  
t he  p r e v i o u s  mee t i n g .  There b e i n g  none ,  John Ga r v i n  r epor t ed on t he
mee t i n g  o f  t he  A laska C h i l d  Care P r ov i de r s  Assn.  wh i ch  o c cu r r e d  
subsequen t  t o  t h e  f i r s t  mee t i ng  of  t h i s  Commi t tee .  Mr. Gar v i n  s t a t ed  
t h a t  t h e  members o f  t he  Assn.  want to  t r y  t o  p rese r ve  the b a s i c
components o f  t h e  c u r r e n t  re imbursemen t  system f o r  c o s t  o f  c a r e .  They
f e e l  t h a t  c o n t r o l s  can be i n s t i t u t e d  by d e v e l o p i n g  purchase o f  s e r v i c e
r e g u l a t i o n s  wh i c h  address o t h e r  income p l u s  a mechan i sm f o r  
r e imbursemen t  o f  c a p i t a l  expenses .

Rev i ew o f  M a t e r i a l s  From Othe r  S t a t e s

The D i v i s i o n  o f  F am i l y  and Youth S e r v i c e s  p resen t ed  c o p i e s  of  s e l e c t e d  
m a t e r i a l s  f rom o t h e r  s t a t e s  (purchase  s t a t u t e s ,  r e g u l a t i o n s  and c os t  
man ua l s ) ,  and t he  Commi t tee r e v i ewed the packe t .  I n  a d d i t i o n ,  John 
Ga r v i n  added comments ori some o f  t he  s t a t e s  systems based on h i s  
d i s c u s s i o n s  w i t h  p r o v i d e r s  f rom o t h e r  s t a t e s .  S t a t es  wh i ch  were 
d i s c u s s e d  i n c l u d e d :

a.  M i c h i g a n . M i c h i g a n  uses a u t i l i z a t i o n  r a t e  o f  85*, w i t h  a 
r e imbursemen t  r a t e  range o f  $45-5100/d a y , wh i c h  i s  based on
the  p r e v i o u s  y e a r ' s  c o s t s .  There i s  no mandated co s t  o f
l i v i n g  i n c r e a s e  f a c t o r ,  bu t  c os t  o f  l i v i n g  i s  taken i n t o  
a c c o u n t  i n  r a t e - s e t t i n g .  A f a c i l i t y  can spend donated funds 
on a l l o w a b l e  cos t s  and these  cos t s  w i l l  t hen be f a c t o r e d  i n t o  
t h e  f o l l o w i n g  y e a r ' s  r a t e .  S i g n i f i c a n t  programming changes
must have app rova l  o f  l i c e n s i n g  and program s t a f f  o f  t he  
S t a t e .

Each f a c i l i t y  has a mas te r  c o n t r a c t  wh i c h  i n c l u d e s  an average 
number o f  beds the agency w i l l  p r o v i d e .  The depa r tmen t ' s  
a p p r o p r i a t i o n  amount de t e rm i n e s  the  maximum number o f  c h i l d r e n  
who w i l l  be se r ved .  I n  l a s t  y e a r ' s  n e g o t i a t i o n s  w i t h  the 
S t a t e  the  M i c h i g a n  A s s o c i a t i o n  agreed t h a t  ra t es  wou ld not  
e s c a l a t e  more t han  15*. T h i s  y e a r ' s  r a t e s ,  however ,  are 
f r o z e n .  The m a t e r i a l  s en t  by the s t a t e  o f  M i c h i g a n  on i n t e r i m  
r a t e  s e t t i n g  w i l l  be u s e f u l  t o  r e v i ew i n  more dep th .

b .  P e n n s y l v a n i a .  P e nn sy l v an i a  i s  o r g a n i z e d  by c o u n t y ,  and t h e i r  
system wou l d  not  be workab l e  f o r  A l aska .

c .  W i s c o n s i n . W i s c o n s i n  n e g o t i a t e s  i n d i v i d u a l  c o n t r a c t s  w i t h  
f a c i 1i t i e s , and has a p r o s p e c t i v e  r a t e  s e t t i n g  system w i t h



p a r t i a l  c os t  s e t t i n g , ,  They r e q u i r e  a s u r e t y  bond f o r  
a dvances .

The p r o v i d e r s  a t  t h i s  me e t i ng  s t a t e d  t h a t  cash advances f o r  
r e c e i v i n g  homes wou l d be ve r y  h e l p f u l ,  because p r o v i d e r s  o f  
emergency s h e l t e r  ca re  have such a hard t ime  w i t h  t he  c u r r e n t  
system.

d .  A labama.  Alabama a l s o  p r o v i d e s  e x c e p t i o n s  f o r  emergency 
s h e l t e r  c a r e .

Two o t h e r  i s s u e s  arose i n  r e v i e w i n g  m a t e r i a l  f rom s t a t e s .  Cost  o f  
l i v i n g  a d j u s tmen t s  i f  a l l owed  must be used w i t h  d i s c r e t i o n "  For 
e x amp l e ,  a p p l i e d  to  f i x e d  c a p i t a l  c o s t s ,  COLA becomes v e r y  i n f l a t i o n a r y .  
C o n t r a c t s  o r  w r i t t e n  agreements are  no t  c u r r e n t l y  r e q u i r e d  under  f u l l  
c o s i - o f- c a r e ;  however ,  t he  Depar tment  o f  A d m i n i s t r a t i o n  i s  mov ing 
towards r e q u i r i n g  RFP's and c o n t r a c t s  w i t h  many more p r o v i d e r s ,  and i t  
may be t h a t  t hey  w i l l  be r e q u i r e d  i n  t he  f u t u r e .

The Commi t tee  then chose t o  compare r a t e  s e t t i n g  methods by compar i ng 
t h e  s t r e n g t h s  and weaknesses i n  each method from the  p e r s p e c t i v e  o f  both 
t h e  a d m i n i s t r a t i o n  (Sta te)  and the p r o v i d e r s .  The f o l l o w i n g  t a b l e s  w i l l  
p r o v i d e  compar i s o ns ,  and w i l l  i d e n t i f y  p r o v i d e r s  by a (P) and the S ta te  
a d m i n i s t r a t i o n  by (A).



STRENGTHS AND WEAKNESSES OF THE 
FLAT RATE/SCHEDULED RATE METHOD

Under t h i s  method ,  a s p e c i f i e d  r a t e  i s  p a i d  t o  a l l  f a c i l i t i e s  r e g a r d l e s s  
o f  t h e  a c t u a l  c os t s  i n v o l v e d  i n  p r o v i d i n g  t h e  ne ce ssa ry  c a r e .  As a 
r e s u l t ,  a l t h o u g h  t h e  r a t e s  p a i d  a re  o f t e n  based on surveys o f  p r o v i d e r  
c os t s  o r  on g en e r a l  gove rnmen ta l  i n d i c e s ,  seme p r o v i d e r s  are 
u nde r re imbu r sed  f o r  t h e i r  expenses w h i l e  e t h e r s  can r e a l i z e  a " p r o f i t " .  
However ,  a s ch ed u l ed  r a t e  method i s  t h e  e a s i e s t  and l e a s t  c o s t l y  method 
to  a d m i n i s t e r .

Description:

(D i s c u s s i o n  based on assumpt i on  t h a t ra t e s s e t  p r i u r  to a p p r o p r i a t i o n . )

S t r e n g t h s Weaknesses

A. Easy t o  a dm i n i s t e r A. P r o f i t s  and severe
u nd e r f u n d i n g  c o u l d  a f f e c t

P. Pre-de te rmi ned knowledge o f q u a l i t y  o f  ca re
r a t e

P. F a i l u r e  t o  take i n t o  accoun t
A. U n i f o rm i t y  and ,  w i t h i n d i v i d u a l  a ge nc i e s '

p r o p e r  l e v e l s  o f  c a r e , programming
c o u l d  be f a i r n e s s

A. D i f f i c u l t i e s  i n  d e v e l o p i n g
A. Costs f o r  nex t  FY l e v e l s  o f  care

e s t a b l i s h e d  p r i o r  to budget
P. N e g o t i a t i o n s  take t im e ,

r e s o u r c e s ,  e t c .

P. Rate i s  g e n e r a l l y  set
h i s t o r i c a l l y ,  f a i l s  to keep 
pace w i t h  i n f l a t i o n  and 
i n d u s t r y  norms (COLA)

A = A dm i n i s t r a t i o n  
P - P r o v i d e r



NEGOTIATED RATES

T h i s  method r e l i e s  on t he  suppl y/demand r e l a t i o n s h i p  between the number 
o f  i n s t i t u t i o n s  a b l e  t o  p r o v i d e  t he  r e q u i r e d  ca re  and the amount o f  
p u b l i c  f unds a v a i l a b l e  t o  pay f o r  t h a t  c a r e .  N ego t i a t e d  r a t e  methods 
o f t e n  s t a r t  ou t  as cost-based methods ,  bu t  d e v i a t e  f rom them i f  p r o v i d e r  
c o s t s  i n c r e a s e  more q u i c k l y  than government  r e ve nue s .

(Based on c o n t r a c t  - but  c o u l d  be a g r a n t  p rocess  a l s o . )

Description

S t r e n g t h s  Weaknesses

A/P I n d i v i d u a l i z e d  c o n t r a c t s  A/P Comp l e x i t y  and d i f f i c u l t y
f o r  each agency o f  a d m i n i s t r a t i o n  (RFP)

A C r e a t i o n  o f  new programs A/P P o s s i b l e  l a c k  o f  c o n t i n u i t y
where needed

A C om p e t i t i o n  among p r o v i d e r s

A A b i l i t y  t o  l i v e  w i t h i n  
a p p r o p r i a t i o n

A A d m i n i s t r a t i o n  can se t  
l i m i t s  on c o s t s ,  
e x p e n d i t u r e s  (based on 
a p p r o p r i a t i o n )

P More " s o p h i s t i c a t e d "  
p r o v i d e r s  wou l d  have an 
a dvan t age  i n  RFP process

A

C a p i t a l  p r o j e c t s  p a i d  by 
t h e  S t a t e  decrease 
c om p e t i t i o n *

N e c e s s i t a t e s  the deve l opment  
o f  l e v e l s  o f  care

A/P Ad v e r s a r i a l  process

P Sm a l l e r / r u r a l  programs may 
have d i f f i c u l t y  compet i ng

A/P More ou t-o f-s ta t e  b i d d e r s
- 1. not  knowl edgeab l e  about

A1aska
- 2. megabucks be h i nd  them

and ou t-o f-s ta t e  
b i d d i e s  unaware o f  h i gh  
ongo i ng  s a l a r y  cos t s

*Tak i n g  S t a t e  f unded b u i l d i n g s  i n t o  a cc ou n t  i n  n e g o t i a t i o n  wou ld be ve ry  
d i f f i c u l t .

A = A d m i n i s t r a t i o n  
? = P r o v i d e r



FEE FOR COMPONENT SERVICE METHOD

Th i s  method i s  more s o p h i s t i c a t e d  t han  t he  f l a t  r a t e  method i n  terms o f  
r e l a t i n g  t he  r a t e  p a i d  t o  t he  s e r v i c e  p r o v i d e d .  There are  two b a s i c  
approaches under  a f e e  f o r  component s e r v i c e  method.  The f i r s t  i s  to 
s e t  r a t e s  f o r  v a r i o u s  groups o f  i n s t i t u t i o n s  p r o v i d i n g  s i m i l a r  s e r v i c e s .  
The o t h e r  approach i s  to  s e t  r a t e s  f o r  s p e c i f i c  s e r v i c e s  to be p ro v i de d 
t o  an i n d i v i d u a l  c h i l d ,  such as c e r t a i n  types o f  t he r apy  or  t u t o r i n g .

Description:

S t r ena t hs Weaknesses

A/P A l l ows  f o r  i n d i v i d u a l  
p ro gramm i ng/c h i l d  
( c o s t - i n c e n t i v e )  and a l l o w s  
f o r  payment o f  t hose  
s e r v i c e s

A/P S t a f f  resour ces

A A d m i n i s t r a t i v e  prob l ems - 
f i s c a l , a u d i t

A T h i s  type o f  system wou ld be 
necessa ry  to  imp l ement  a goal  
o r i e n t e d  system (GOSS) 
wh i ch  c o u l d  a l l o w  f o r  
e v a l u a t i o n  o f  s e r v i c e s  f o r  
each c h i l d

P A d d i t i o n a l  a d m i n i s t r a t i v e  A 
cos t s  to t he  p r o v i d e r

A/P P o s s i b i l i t y  f o r  c o n f l i c t  
between p r o v i d e r  and 
a d m i n i s t r a t i o n  ov e r  s e r v i c e s  
needed

A/P Tr ue r  p i c t u r e  o f  cos t s  per 
type o f  c h i l d

A = A dm i n i s t r a t i o n  
P = P r o v i d e r



COST BASED METHOD

Th i s  method bases t h e  r a t e  p a i d  on t he  cos t s  i n c u r r e d  by t he  i n s t i t u t i o n  
i n  p r o v i d i n g  ca re  t o  t h e  f o s t e r  c h i l d .  D e t e rm i n a t i o n  o f  t he  cos t s  may 
be a c comp l i s h e d  e i t h e r  by t a k i n g  h i s t o r i c a l  c os t s  and a p p l y i n g  a 
c o s t - o f - l i v i n g  a d j u s tmen t  to a l l o w  f o r  t h e  i n t e r v e n i n g  t ime  l a g ,  o r  by 
u s i n g  c o s t s  wh i c h  have been p r o j e c t e d  by the p r o v i d e r  f o r  t he  p e r i o d  t o  
be cove red  by t h e  r a t e .

Description:

S t r eng t h s

P He l ps  p r o v i d e r s  to keep up 
w i t h  i n c r e a s i n g  cos t s
1. I n f l a t i o n  f a c t o r
2. Upgr ad i ng  o f  program

P Program c o n t i n u i t y

A/P Up-f ront  a d m i n i s t r a t i v e  
c os t s  a re  m i n ima l

A/P D e t a i l e d  regs can p r o v i d e  a 
c l e a r e r  u n d e r s t a n d i n g  o f  
a l l o w a b l e s / u n a l l o w a b l e s , 
e t c . ,  ( P r e f e r r e d  by 
p r o v i d e r s )

P P r o v i d e s  an o p p o r t u n i t y  f o r  
improved q u a l i t y  o f  care  i f  
r e s ou r ce s  are a v a i l a b l e

A/P B e t t e r  D ep a r tmen t/ p ro v i d e r  
r a ppo r t

A = A dm i n i s t r a t i o n  
P = P r o v i d e r

Weaknesses

A/P Grea t  f l u c t u a t i o n  i n  
p e rc e n t a ge  
i n c r ea se s/d e c r e a s e s

P P r o v i d e r s  have ma j o r  cash 
f l o w  prob l ems s i n c e  i t ' s  
r e t r o s p e c t i v e  ra t e  s e t t i n g

A D i f f i c u l t y  i n  i n ,' * ' ' t i n g  new 
programs

A P r o v i d e r  c om p e t i t i o n

A No i n c e n t i v e  f o r  cos t  
e f f e c t i v e n e s s

A Requ i r e s  a u d i t  r esour ces

A Lack o f  c o n t r o l  ove r  program 
deve l opmen t  and costs

A I n a b i l i t y  t o  a de qu a t e l y  
f o r e c a s t  r a t e s  f o r  budget  
purposes

A Lack o f  a b i l i t y  to i n f l u e n c e  
programming

P Severe  prob l ems . . th 
emergency s h e l t e r



ALASKA'S FULL

S t re ng t h s  

P He l p  p r o v i d e r  keep pace

- i n f l a t i o n
- deve l opment

P Program c o n t i n u i t y

A/P A d m i n i s t r a t i v e  cos t s  are 
m i n ima l

A/P O pp o r t u n i t y  f o r  improved 
q u a l i t y  o f  ca re

A/P P r o v i d e r /S t a t e  r appo r t  i s  
good

A I f  programs s t ay  f u l l ,  
t h e r e  i s  an advantage to 
t he  S t a t e

A P r i v a t e  d o l l a r s  do
supp l ement  S t a t e  d o l l a r s

COST-OF-CARE SYSTEM

Weaknesses

A/P Lack o f  d e t a i l e d  regs
- l a c k  o f  s p e c i f i c i t y  o f  

a l l o w a b l e  cos t s
- l a c k  o f  d e p r e c i a t i o n  as 

a l l o w a b l e

A Annual  a u d i t  f o r
r a t e - s e t t i n g  i s  r e q u i r e d  and 
a u d i t  s t a f f  are i n s u f f i c i e n t

P H i gh i n c r e a s e s  by one or  few 
p r o v i d e r s  means de c r e as i ng  
d o l l a r s  f o r  o t h e rs

A/P U n c o n t r o l l a b l e  cos t
e s c a l a t i o n  ( p r i v a t e  d o l l a r s  
can e s c a l a t e  cos ts)

A/P I n a b i l i t y  to f o r e c a s t  r a t e s  
f o r  b udge t i ng  purposes

A Leads to d e f i c i t  spend i ng

A/P Extreme f l u c t u a t i o n  i n  r a t e s

P Cash f l ow  Problems

P Fund i ng prob l ems f o r  ES

A I n a b i l i t y  to c o n t r o l  program
deve l opment

A = A d m i n i s t r a t i o n  
P = P r o v i d e r
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. IDEAL SYSTEM

F o l l o w i n g  the compar i sons o f  t he  f i v e  methods ,  t h e  Commi t tee c ns i de r e d  
the e l emen ts  t h a t  an " i d e a l  system" m i gh t  i n c l u d e .  P r o v i d e r s  and the 
s t a t e  r e p r e s e n t a t i v e s  were i n  agreement  t h a t  an i d e a l  system wou l d be 
easy to a d m i n i s t e r ,  wou ld improve q u a l i t y  o f  care  f o r  c h i l d r e n ,  p ro v i d e  
c o n t i n u i t y  o f  c a re  and f o r  a r ea s on ab l e  growth i n  t he  amount o f  beds.  
I n  a d d i t i o n ,  i t  wou l d c o n t r o l  c o s t  e s c a l a t i o n ,  p r o v i d e  f o r  
i n d i v i d u a l i z e d  programming f o r  c h i l d r e n ,  wou l d address o t h e r  i ncome 
sources and d e p r e c i a t i o n ,  and wou l d s e t  program s t a nd a r ds .  There was 
a l s o  agreement  t h a t  emergency s h e l t e r  beds wou ld be t r e a t e d  as a 
s e pa ra t e  component ,  i d e a l l y .

P r o v i d e r s  f e l t  t h a t  t h e i r  i d e a l  system wou ld a l l o w  f o r  program 
deve l opmen t  autonomy.  They wou l d l i k e  to see a forma l  r a t e  s e t t i n g  
mechan i sm wh i c h  i s  no t  t o t a l l y  c o n t r o l l e d  by the Depar tmen t ,  bu t  would 
a l l o w  them to i n f l u e n c e  t he  r a t e  s e t t i n g  p ro ces s .

I n  a d d i t i o n ,  t h ey  wou ld l i k e  system re imbursemen t  o f  a p r ede t e rm i ned  
number o f  beds r a t h e r  than per  d i em ,  a prepayment  system on month l y  
b a s i s ,  and f o r  payment o f  a l l  a l l o w a b l e  expenses .  They wou l d l i k e  to 
s a l a r i e s  t o  be no t  l e s s  than 80* no r  more than 100* o f  the comparab l e 
S t a t e  s a l a r i e s ,  no t  i n c l u d i n g  b e n e f i t s .  They wou ld a l s o  l i k e  t o  sae 
a c c r e d i t a t i o n  by a body l i k e  JCAH, CWLA, o r  NAHC.

The s t a t e  r e p r e s e n t a t i v e s  f e l t  an i d e a l  system wou ld a l l o w  the s t a t e  
program c o n t r o l  and a p r e d i c t a b l e  system to f o r e c a s t  c o s t s  f o r  budge t ,  
wou ld p r o v i d e  f o r  c o m p e t i t i o n / c o s t - e f f e c t i v e n e s s ,  wou l d r e q u i r e  an 85* 
census f o r  f u l l  payment and 70* f o r  emergency s h e l t e r  c a r e .
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CONCLUSIONS

A f t e r  r e v i e w  o f  t he  above methods ,  t he  Commi t tee r eques t ed  t he  s t a f f  
members t o  p repa re  f o r  t he  n ex t  mee t i ng  two i t ems f o r  t h e i r  
c o n s i d e r a t i o n :

1’.' An amendment to  AS 47.40

2. A b i l l  f o r  c o n t r a c t i n g

The ne x t  mee t i ng  was s e t  f o r  Monday, February  7, 1983, i n  Juneau.

M i n u t e s  taken by:

Ni na K e e l e r
S o c i a l  S e r v i c e s  Program 

C oo r d i n a t o r

Approved by:

'John R. Pugh 
Di r e c t o r
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% o f  S t a t e  A m o u n t  o f  

C o s t  of C a r e  e n d o w m e n t R e l a t e d  to

A l a s k a  C h i l d r e n '  S e r v i c e s ,  

I n c .

1970 10 m e m b e r s 150 9 ‘H  $ 1 , 9 0 0 , 0 0 0 U n i t e d  M e t h o d i s t /  
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D i s c i p l e s  o f  C h r i s t /  

C o m m u n i t y
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S e r v i c e  C e n t e r
1973 9 m e m b e r s 0.5 704, $ 9 5 0 , 0 0 0 Sc t h e r n  B a p t i s t
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S a l v a t i o n  A r m y  B o o t h  

M e m o r i a l  H o m e
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1973 9 m e m b e r s 7 full

2 p t

904, C o m m u n i  ty
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