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H O U S E  C O M M I T T E E  R E P O R T
( 1 1 )
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TABLE OF MEDICAID PRIORITIES - AS 47.07.035 
(Lowest to Highest)

Service
1 .

2 .

3.
4.
5.
6 .

7.
8 .

9.
1 0 . 

1 1 . 

1 2 .

13.
14.
15.
16. 
17.

Chiropractic 
Adult Dental
Emergency Hospital Services
Speech, Hearing & Language Disorders
Optometrists Services & Eyeglasses
Occupational Therapy
Prosthetic Devices
Medical Supplies & Equipment
C l in ic  Services Includes Mental Health Clinics
Physical Therapy
Personal Care
Non-Insti tutional Long Term Care 
Inpatient Psychiatric Services 
Intermediate Care fo r  the Mentally Retarded 
Intermediate Care Services
Indiv idua ls  Under 21 Not E l ig ib le f o r  AFDC
Sk i l led  Nursing Services fo r  Individuals 
under 21

Recipients
600

2,032
-0 -

298
4,543

36
198
330

1,384
224
96

- 0 -

69
116
400

1,500

14
18.
19.

2 0 .

Aged, Blind and Disabled Individuals >yJ /AisftTufjov 2,766

49 

50C

Individuals in a Hospital ,  Skil led or In te r ­
mediate Care Under 300" SSI level
Individuals Under 21 Under Supervision of 
the Department -  f i n e

FY88 
Annual Amount

410.0 
571.2
- 0 -

113.0
984.0 
53.4

679.8

3 ,979 .2  
255.4 
526.8 

- 0 - 

5 ,570 .5  
10,566.1 
17 ,108.6 i  
1 ,785 .0  / r l / b / b l

786.3
19,824.8

2 ,800 .2

595.0

(o C f)3

13 Includes Alaska Psychiatric Inst i tute
14 Includes Harborvier Developmental Center
16-20 Are E l i g i b i l i t y  Groups. The costs shown are included in the above optional services 

as well as the mandatory Medicaid serv ices.



F Y 8 9  M F D I C A L  A S S I S T A N C E

-----------------------------------

B E N E F I T S E L I G I B L E S R A T E S U T I L I Z A T I O N A P P R O P R I A T I O N  S

+ + . M e d i c a i d  R a t e  C o m m i s s i o n  
.  C l a i m s  P a y m e n t  S y s t e m

+ =

. M a n d a t o r y  

.  O p t i o n a l
.  M -  M a n d a t o r y  
.  M ~ O p t i o n a l  
.  G R M

. I n f l a t i o n  a n d  New T e c h n o l o g y  

.  R e q u i r e d  t o  P a y  MR C  R a t e
. P e e r  R e v i e w

P R O G R A M  I N C R E M E N T S :

.  N o  n e w  b e n e f i t s / s e r v i c e s

. 4 . 2 %  i n  M e d i c a i d  F a c i l i t i e s

. 4 . 5 %  i n  a l l  o t h e r  p r o g r a m s

. H e a l t h y  b a b y  b i l l  i m p l e m e n t  S O B R A  o p t i o n

.  3 . 8 %  f o r  a l l  p r o g r a m s

. N o  a d j u s t m e n t  f o r  C h a n g e  i n  U t i l i z a t i o n  
P a t t e r n s

. B a s e  A d j u s t m e n t  f o r  U n m e t  
N e e d

A D M I N I S T R A T I V E  I N C R E M E N T S  F O P  C O S T  M A N A G E M E N T

.  H e a r i n g  O f f i c e r  2 . 0  

.  A u d i t o r s  9 4 . 6
.  P h y s i c i a n s  S e r v i c e s  9 9 . 5
.  P h a r m a c i s t s  S e r v i c e s  1 0 3 . 5  
.  C o n t i n u e  P r e - A d m i s s i o n  S c r e e n i n g  2 1 1 . 8  
.  C o n t i n u e d  T h i r d  P a r t y  L a b i l i t y  R e c o v e r i e s  0

I m p l e m e n t a t i o n  o f  t h e  M e d i c a i d  M a n a g e m e n t  I n f o r m a t i o n  S y s t e m  i m p a c t s  e a c h  o f  t h e  f o u r  a r e a s  a b o v e .
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OFF ICE  OF THE COMMISS IONER

S T E V E  C O W  P E R ,  G O V E R N O R

PO BOX H
JUNEAU. ALASKA 99811-0601 
PHONE (907/465-3030

M a r c h  1 1 ,  1 9 8 8

T h e  H o n o r a b l e  F r a n  U l m e r  

C h a i r p e r s o n

S t a t e  A f f a i r s  C o m m i t t e e  

A l a s k a  S t a t e  H o u s e  

P . O .  B o x  V  

J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  U l m e r :

A s  y o u  k n o w ,  t h e  G o v e r n o r ' s  I n t e r i m  C o m m i s s i o n  o n  

H e a l t h  C a r e  w a s  c o n v e n e d  i n  N o v e m b e r  t o  s t u d y  a  v a r i e t y  o f  

q u e s t i o n s  r e g a r d i n g  t h e  p r o v i s i o n  o f  h e a l t h  c a r e  i n  A l a s k a .

A  p r i m a r y  f o c u s  o f  t h e s e  d e l i b e r a t i o n s  h a s  b e e n  t h e  

p r o v i s i o n  o f  l o n g - t e r m  c a r e  s e r v i c e s  i n  A l a s k a ,  i n c l u d i n g  

b o t h  i n s t i t u t i o n a l  a n d  n o n - i n s t i t u t i o n a l  c a r e .  A s  p a r t  o f  

i t s  s t u d y  o f  i n s t i t u t i o n a l  s e r v i c e s ,  t h e  C o m m i s s i o n ,  t h r o u g h  

i t s  L o n g - T e r m  C a r e  C o m m i t t e e ,  h a s  b e e n  r e v i e w i n g  t h e  

m e c h a n i s m  u s e d  i n  A l a s k a  t o  s e t  m e d i c a i d  r a t e s  f o r  l o n g - t e r m  

c a r e  f a c i l i t i e s  a n d  a c u t e  c a r e  h o s p i t a l s .

T h e  L o n g - T e r m  C a r e  C o m m i t t e e  h a s  r e c e n t l y  l e a r n e d  t h a t  

t h e  c u r r e n t  r a t e  s e t t i n g  p r o c e s s  h a s  r e s u l t e d  i n  r a t e s  w h i c h  

m a y  h a v e  p u t  t h e  S t a t e  i n  j e o p a r d y  o f  n o n - c o m p l i a n c e  w i t h  

F e d e r a l  M e d i c a i d  g u i d e l i n e s .  ( S e e  a t t a c h e d  m e m o r a n d a  f r o m  

M a r y  B e n s o n  a n d  N o r m a n  M e y e r ) . A s  t h e s e  d o c u m e n t s  i n d i c a t e ,  

t h e  F e d e r a l  g o v e r n m e n t  c o n t e n d s  t h a t  t h e  S t a t e  h a s  p a i d ,  a n d  

i s  c o n t i n u i n g  t o  p a y ,  r a t e s  w h i c h  e x c e e d  t h e  F e d e r a l  u p p e r  

l i m i t s .  F a i l u r e  t o  c o r r e c t  t h i s  s i t u a t i o n  c o u l d  r e s u l t  i n  a 

c o n s i d e r a b l e  f i n a n c i a l  p e n a l t y  a c c r u i n g  t o  t h e  S t a t e ,  a n d  

p o s s i b l y ,  t h e  t e r m i n a t i o n  o f  f e d e r a l  p a r t i c i p a t i o n  i n  

A l a s k a ' s  M e d i c a i d  p r o g r a m .  T h e  H e a l t h  C a r e  C o m m i s s i o n  i s  

v e r y  c o n c e r n e d  w i t h  t h e s e  p o s s i b i l i t i e s  a n d  t h i s  c o n c e r n  h a s  

p r o m p t e d  u s  t o  a l e r t  y o u  t o  t h i s  p r o b l e m .

T h e  L o n g - T e r m  C a r e  C o m m i t t e e  i s  c u r r e n t l y  d i s c u s s i n g  

a l t e r n a t i v e s  t o  t h e  p r e s e n t  r a t e  s e t t i n g  s t r u c t u r e .

A l t h o u g h  t h a t  c o m m i t t e e  h a s  n o t  y e t  m a d e  r e c o m m e n d a t i o n s ,  

t h e  a t t a c h e d  i s s u e  p a p e r  ( F a c i l i t y  R a t e  S e t t i n g )  s u g g e s t s  

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

t h e  C o m m i s s i o n  r e g a r d i n g  t h i s  a n d  o t h e r  h e a l t h  c a r e  i s s u e s  

w i l l  b e  a v a i l a b l e  i n  d r a f t  f o r m  b y  t h e  m i d d l e  o f  A p r i l .



I f  t h e  H e a l t h  C a r e  c o m m i s s i o n  c a n  p r o v i d e  y o u  w i t h  

a d d i t i o n a l  i n f o r m a t i o n  r e g a r d i n g  t h i s  o r  o t h e r  i s s u e s ,  

p l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  m e .  T h a n k  y o u  f o r  y o u r  

c o n s i d e r a t i o n .

E n c l o s u r e s

c c :  G o v e r n o r  S t e v e  C o w p e r

R e p r e s e n t a t i v e  J o h n  S u n d  

R e p r e s e n t a t i v e  N i i l o  K o p o n e n  

R e p r e s e n t a t i v e  J o h n n y  E l l i s  

R e p r e s e n t a t i v e  A 1  A d a m s  

R e p r e s e n t a t i v e  P a t  P o u r c h o t

S i n c e r e l y

C h a i r p e r s o n  

G o v e r n o r ' s  I n t e r i m  

C o m m i s s i o n  o n  H e a l t h  C a r e



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

ISSUE
Facility rate setting. Alaska’s system fo r setting medicaid reimbursement rates fo r 
private health care facilities is unique. It is the only state that entrusts the rate 
setting process to a volurteer commission that is wholly outside the control o f the 
executive or legislative branches. The Medicaid Rate Commission (M RC ) thus has 
no legislative mandate to keep facility rates within amounts budgeted by the 
Department o f Health and Social Services and appropriated by the legislature. 
Aspects o f this issue include: mechanisms utilized for rate setting; policies that 
drive the rates; and potential sanctions by the federal government, which 
participates in funding through Title X IX  o f the Social Security Act (medicaid).
H ISTO RY
The Medicaid Rate Commission was established by the Alaska Legislature in 1984. 
AS 47.07.110. It consists o f five members, including: the chief executive officer o f 
an health facility licensed by the state but not owned or operated by the state or 
federal government; either the commissioner o f administration or health and social 
services or a designee of either commissioner; a physiciar licensed to practice and 
actively practicing medicine in Alaska and not employed by the state; a certified 
public accountant with relevant experience; and a representative o f health services 
consumers who does not have a direct or indirect interest in an entity providing 
health care services. I d .  The members are appointed by the governor and serve at 
his o r her pleasure for three-year terms, which are staggered. AS 47.07.130-140.
The commission’s duties are to "review proposed payment rates and budgets o f 
health facilities and establish payment rates fo r health facilities...." AS 47.07.180. 
The commission is required by statute to "determine prospectively the rate o f 
payment to a health facility...based on a fair rate fo r reasonable costs incurred by 
the facility." AS 47.07.070. The statutes detail various factors which must be 
considered in determining the rate. I d .

Since its inception, the Medicaid Rate Commission has set rates at ever-increasing 
levels. In FY  84, $21.7632 million was expended by the Department o f Health and 
Social Services'in medicaid payments to long-term care facilities. In FY  88 the 
projected expenditure for long-term facilities medicaid payments is $29.6313 
m illion, which is 30.1%  o f the entire medicaid budget. Percentage increases in rates 
paid to long-term care facilities between FY  83 and FY  88 are provided in the 
attachment. The lowest percentage increase in that period is 12.93%; the highest is 
131 05% . The average increase is 42 .45%  in that period. I d .  The average daily rate 
paid to private long-term care facilities in FY  1988 is $212.11. I d .

The dramatic increase in medicaid rates has not resulted in large numbers o f 
seniors being served by medicaid-funded long-term care. In FY  86, the total general 
fund medicaid expenditures for seniors (age 65 or over) were $14,823,000. O f that 
total, $3,823,000 was expended for non-long term facilities, which served ','\3
seniors at an average expenditure o f $1,801 per recipient. A total o f $ 7 ' 00
was expended fo r medicaid long term care, which served 539 seniors i ' > jrage
expenditure o f $20,408 per recipient. See Halterman Report, i  able 1.
The increased rates authorized by the M RC  are due to a combination o f factors.
The prospective rate setting system is based on costs incurred by the facilities during



a base year, which in practice has meant their previous fiscal year plus an inflation 
factor. The statutes set out the costs to be considered in setting rates and the MRC 
has, at the legislature's direction, promulgated regulations enumerating the rate- 
setting factors. In formulating rates, the M RC  evaluates various components o f 
facility costs during their base year, including: costs o f current operation, including 
salaries and wages, purchased services, supplies, insurance, leases, depreciation, 
taxes, interest expense, maintenance and other operating expenses; education; 
research; and appropriate capital development. AS 47.07.0/0; 7 AAC 43.685. In 
practice, the rate has been based on the actual historical costs o f operating facilities. 
Alaska, unlike most states, does not impose an upper limit on reimbursement 
amounts to facilities.
The only statutorily-imposed standards require that the rate o f payment be based on 
a fair rate fo r reasonable costs incurred by the facility. AS 47.07.070(a). 
Additionally, the M R C , in determining a rate, "may consider whether the rate of 
utilization o f the facility has been reduced because o f improvident or cajeless 
development o f the facility." AS 47.07.070(c). Other than the generic cost items 
specified in the statute creating the M RC  ,the "fair rate fo r reasonable costs" 
language, and a statutory directive that the M RC  "consider the appropriation limit 
set by the legislature for the department’s programs under [portions o f Title 47] and 
available federal revenue" (AS 47.07 .070(d )), there are no statutorily-imposed 
restrictions on what rates the M RC  sets. However, the purpose section o f the 
statute authorizing the Department o f Health and Social Services to participate in 
the medicaid program is instructive. It provides that: "It is declared as a matter o f 
public concern that the needy persons o f this state receive uniform and high quality 
medical care, regardless o f race, age, national origin, or economic standing." AS 
47.07.010.
Ninety percent (90% ) o f residents in long-term care facilities received medicaid 
coverage in April 1987, which is a typical month. See Haltennan Report at 6. Since 
medicaid is a system which reimburses providers directly, every dollar o f the 
approved rate flows directly to the institutions rendering the long-term care services. 
The national average cost o f long-term care is $56 per day; the average daily rate in 
Alaska as o f FY  88 is $212 Id. at 13-14; attachment. Thus, Alaska's daily rate is 
almost 400%  o f the national average. The higher cost o f living in Alaska has been 
alluded to numerous times by the health care industry. See A Study o f Factors 
Influencing Acute and Long Term Care Costs in Alaska. However, the 400%  
differential in daily rates is well above the increased cost o f living in Alaska. The 
justification that it costs more because it costs more is no justification at all.
The overriding factor identified in the exorbitant rates paid to facilities in Alaska is 
the rates set by the MRC. v'hich reimburse fo r almost all costs, no matter how 
inefficient a facility may be. The current rate structure does not reward thrift and 
ingenuity in administering a facility nor does it consider the fact that many o f the co­
located and long-term facilities were originally constructed with state grants. The 
M RC ’s rates thus allow facilities to obtain reimbursement fo r capital costs and 
depreciation, both o f which were originally funded from state dollars. In essence, 
the rates reward higher and higher expenditures and does not provide an offset for 
capital costs originally incurred by the state. The medical industry knows full well 
that whatever it spends, it will likely be reimbursed through the medicaid rate. The 
medical industry’s response has been that there is a higher level o f service in Alaska. 
One doubts that any level o f service could justify such a cost differential in daily 
rates.



Has the M RC , through its prospective rate setting process, in effect discriminated 
against non long-term medicaid eligible Alaskans by setting rates so high that 
funding fo r other needy Alaskans is greatly reduced? Have the high medicaid 
payment rates resulted in high rates being charged to people ineligible for medicaid, 
so that retired persons living on modest retirement incomes are unable to afford 
institutional care? It appears so. The next question is, why? I f  the true purpose o f 
Alaska’s participation m the medicaid program is to ensure a ll needy recipients o f 
access to medical care, why does the legislature continue to permit the M RC to 
operate as an independen. body with no external and only few internal controls? If, 
instead, A laska’spublic policy is to use the medicaid program to subsidize long-term 
care facilities which have small occupancy rates and inversely high daily rates, it 
should be so stated.
The M RC , viewed in a historical context, has operated quite well to insure facility 
survival. However, such is not the purpose o f tne federal medicaid statute, which 
was enacted by Congress to ensure that all categories o f eligible needy persons 
receive needed medical care. The effect o f the M RC  prospective rate setting system 
is becoming clear to not only Alaskans,, but to the federal government, which 
currently matches Alaska's medicaid contribution. The federal government has 
recently advised the Division o f Medical Assistance that although there is no upper 
limit on reimbursements in state law, there is an upper limit under federal criteria, 
which the state is exceeding. Thus, there very well may come a time, and soon, 
when the federal government refuses to match the State o f A laska’s facility medicaid 
costs o r matches only the 50%  it deems reasonable. The state would then be liable 
,o use general fund monies to make up the difference. Loss o f federal dollars would 
be a heavy price to sustain an unstated policy o f ensuring facility survival no matter 
how cost ineffective the facility may be.
PO PULA T IO N  AFFECTED
A ll Alaskans are potentially affected by this issue. Eligible medicaid populations 
may not receive funding for their medical needs i f  facility reimbursements continue 
not only to soak up the largest share o f the DMA's total budget, but to require large 
annual increases in that budget. The Legislature has already signaled its 
unwillingness to fund DM A at requested levels. Two years ago, the state was forced 
to eliminate many services previously funded through the general re lie f medical 
program, which is solely a state funded medical program fo r the truly needy. In 
addition, no funds have been appropriated for the catastrophic illness program for 
the past two fiscal years. The Department o f Health and Social Services has 
recently submitted a supplemental request o f $18.3 million fo r the remainder o f F Y  
88, basically to cover the ever-increasing costs o f payments to facilities. Medical 
assistance fo r the needy cannot continue to depend on ever-increasing emergency 
requests to the Legislature.
Everyone is suffering during these times o f fiscal austerity. As the economy 
continues to bottom out, many Alaskans are finding themselves in need of medical 
care. However, due to decreasing funding, those needs could go unmet. It is against 
this backdrop that the fundamental unfairness o f the current medicaid 
reimbursement system must be viewed. Should the state, as a conscious or 
unconscious public policy decision, fund ever-increasing private facility costs while 
the medical needs o f other deserving Alaskans go unmet?



OPTIONS TO  ADDRESS T H E  ISSU E  

The following are two options to consider.

1. Abolish the M RC and authorize the DHSS to perform  the rate setting function; 
the DHSS could therefore ensure that the total facility reimbursement rate does not 
drive its entire budget and could ensure that the rate  paid is not a subsidy to the 
facilities at the expense of all o ther classes of medical consumers served by DHSS.

2. I f  the M RC continues to exist in statute, there must be statutory m'teria to limit 
facility reimbursement, including authority to impose a ceding on reimbursement 
rates.
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" V . i r  ' s .  ’ :unv>n;

'?urifi;- e recor.t meetinjr, me "is-’mnroval of  a state  plan Thry also expressed an lnte State  c ' o s e  to implement the

rubers of your staf f  requested an explanation of how the Amendment would af f e c t  Alaska's Medicaid program, ’■ost In learning uhat act ions HCFA vould take if the chcnr.es contained In the disapproved amendment.
A  st a le  e lect ing t c  r e c e i v e  ■f.ijst submit a u I r e c e i v e  app ’•’•M'iraln state plan *vas heejt a nenrtiucnt process .  This | proposed cl'.a nqe In the lorn.
!C F A  f o r  a p p ro v e  1. If t h e  a 
Mcdicalo s ta te  plan and t! 
a r - . e n 'l ' r e n t ,  th e  p ro o o so tf  c h  
u n c h a n g e d .

payments under Tltl-* XIX of the Social Security  A r t  oval  of i ts state  plan for medical  assistance.  Once the approved,  it can only be chnnqeri via the state  plan rocess  requires the state  to thoroughly describe the 
■>1 a s tate  plan emend-nrnl and submit the document to »<?nd;n*-nt is approved, It becom e s  part of  the Approved 

change is e f f e c tu a te d .  ’ HCFA  disapproves the n<;te cannot be implemented —.d the state  plan remains
tc»

A state  may c!>oose to  ignore 1 !C FA 's  disapproval and Irupleuicnt the proposed Change. This course of action. would result In the state  beinc out of c .  -.pliance with the approved s ta te  plan etv could have slrnlflcont financial ramificat ions.  The exac t  extent of  the financial consequences would depend on tlie substantiality o f  the non-compliance but could n n g e  from the disal lowance or deferral of the F F P  associated with the disoppro f ed  change to the termination of F F P  for the s tate 's  entire Medicaid procram.
if you have  any questions Crau< nan, °»ob con he r e n c h e c

ccs Kim Buach
BG 1 13 8k
File  Code:  SMO-1

concerning this matter ,  our contact  orrson is Boh at (206) 442-044}.
Sincerely ,

Norman V.  Meyer  
Assoc iate  Regional  Administrator for Program Operations
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FILE NO

TELEPHONE NO

THRU. s u b je c t  S t a t e ' s  P o t e n t i a l

L i a b i l i t y  t o  F e d e r a l  

G o v e r n m e n t  o n  M e d i c a i c

f r o m  M a r y  K . ^ B e n s e n

E x e c u t i v e  D i r e c t o r  

M e d i c a i d  R a t e  C o m m i s s i o n

I n  r e s p o n s e  t o  y o u r  C o m m i t t e e ' s  q u e s . t i o n s  c o n c e r n i n g  t h e  s t a t e ' s  

p o t e n t i a l  l i a b i l i t y  t o  t h e  f e d e r a l  g o v e r n m e n t  o n  M e d i c a i d ,  I 

h a v e  p r e p a r e d  t h e  f o l l o w i n g  s u m m a r y .

T h e  s t a t e  h a s  a  v a r i e t y  o f  i s s u e s  c o n c e r n i n g  M e d i c a i d  p a y m e n t s  

t o  h o s p i t a l s  a n d  l o n g  t e r m  c a r e  f a c i l i t i e s .  A t t a c h e d  i s  a 

m e m o r a n d u m  o u t l i n i n g  i s s u e s  a s  o f  F e b r u a r y  1 7 ,  1 9 8 8 .  S i n c e  t h a t  

t i m e  s e v e r a l  o t h e r  i s s u e s  h a v e  d e v e l o p e d  i n c r e a s i n g  t h e  s t a t e ' s  

p o t e n t i a l  l i a b i l i t y .

I n  l a t e  F e b r u a r y ,  t h e  f e d e r a l  g o v e r n m e n t  i d e n t i f i e d  a n  u p p e r  

l i m i t  i s s u e  w i t h  a c u t e  c a r e  s e r v i c e s  f o r  1 9 8 4 ,  1 9 8 5 ,  a n d  1 9 8 6 .

W e  h a v e  b e e n  n o t i f i e d  a p p r o x i m a t e l y  $ 2 . 0  m i l l i o n  w i l l  b e  

r e q u e s t e d  b a c k  f r o m  t h e  s t a t e .  ' T t ^ a p p e a r s  t h i s  a r g u m e n t  w i l l  

c o n t i n u e  i n t o  1 9 8 7  a n d  1 9 8 8 .  I e s t i m a t e  w e  w i l l  b e  a r g u i n g  

a n o t h e r  $ 2 . 0  m i l l i o n  i n  1 9 8 7  a n d  $ 1 . 0  m i l l i o n  i n  1 9 8 8 .  T h e  

s t a t e  d o e s  n o t  a g r e e  w i t h  t h e  f e d e r a l  f i n d i n g .  W e  a n t i c i p a t e  w e  

w i l l  p r e v a i l  o r  p a r t i a l l y  p r e v a i l .

T h e  s e c o n d  i s s u e  i n v o l v e s  l i t i g a t i o n  w i t h  C o r d o v a  H o s p i t a l  

c h a l l e n g i n g  t h e  M e d i c a i d  R a t e  C o m m i s s i o n ' s  a b i l i t y  t o  a p p l y  

a u d i t  f i n d i n g s  p r i o r  t o  A u g u s t  1 9 8 6 .  T h e  f a c i l i t y ' s  c o n t e n t i o n  

i s  t h e  s t a t e  c o u l d  o n l y  a u d i t  p r i o r  t o  t h a t  t i m e  b u t  h a d  n o  

a b i l i t y  t o  r e c o u p  f u n d s  b a s e d  o n  a u d i t s .  I w a s  n o t i f i e d  M o n d a y ,  

t h e  A l a s k a  H e a l t h  A s s o c i a t i o n  i s  p l a n n i n g  t o  j o i n  t h e  s u i t  o n  

b e h a l f  o f  a l l  m e m b e r s  f a c i l i t i e s .  R e g a r d l e s s  o f  w h o  p r e v a i l s ,  

t h e  f e d e r a l  g o v e r n m e n t  w i l l  t a k e  i t s  h a l f  f r o m  t h e  s t a t e .  B a s e d  

o n  c u r r e n t  a u d i t  f i n d i n g s ,  i t  a p p e a r s  t h e r e  w i l l  b e  a t  l e a s t  

$ 1 . 0  m i l l i o n  i n  a u d i t  f i n d i n g s  f o r  1 9 8 5  a n d  1 9 8 6 .  T h i s  w i l l  

r e s u l t  i n  $ 5 0 0 , 0 0 0  i n  p a y m e n t s  t o  t h e  f e d e r a l  g o v e r n m e n t .  W e  

f e e l  t h e  s t a t e  w i l l  p r e v a i l .



N o r m a  Lundy - 2 - M arch 11, 1988

T h e  o u t s t a n d i n g  i s s u e s  a r e  r e c a p p e d  a s  f o l l o w s :

F Y  87  L o n g  T e r m  C a r e  U p p e r  L i m i t  $ 2 , 0 5 5 , 0 0 0

F Y  8 8  L o n g  T e r m  C a r e  U p p e r  L i m i t  2 , 5 1 5 , 0 0 0

F Y  8 9  L o n g  T e r m  C a r e  U p p e r  L i m i t  2 , 8 0 0 , 0 0 0

P o t e n t i a l  F e d e r a l  C l a i m  $ 7 , 3 7 0 , 0 0 0

. F Y  8 9  P r o p o s e d  R e g u l a t i o n  $ 2 , 9 0 0 , 0 0 0

O u t s t a n d i n g  A p p e a l s  7 , 0 0 0 , 0 0 0

T o t a l  C o n t i n g e n t  L i a b i l i t y  $ 1 7 , 2 7 0 , 0 0 0

1 9 8 4 / 5 / 6  H o s p i t a l  U p p e r  L i m i t  $ 2 , . 0 0 0 , 0 0 0

1 9 8 7  H o s p i t a l  U p p e r  L i m i t  2 , 0 0 0 , 0 0 0

1 9 8 8  H o s p i t a l  U p p e r  L i m i t  1 , 0 0 0 , 0 0 0

A u d i t  F i n d i n g  . 5 0 0 , 0 0 0

T o t a l  $ 2 2 , 7 7 0 , 0 0 0

A t t a c h m e n t
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The State Affairs  Committee has considered HB 348

"An Act relating to the composition of the Medicaid Rate Commission."
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[ ' ] zero with analysis same as previous zero fiscal

note published / - / (
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N o r m a  L u n d y
G o v e r n o r ' s  I n t e r i m  H e a l t h  

C a r e  C o m m i s s i o n

date M a r c h  11, 1988

FILE NO.

M a r y  K  . J e n s e n  
E x e c u t i v e  D i r e c t o r  
M e d i c a i d  R a t e  C o m m i s s i o n

TELEPHONE NO:

SUBJECT: S t a t e ' s  P o t e n t i a l  
L i a b i l i t y  t o  F e d e r a l  
G o v e r n m e n t  on M e d i c a i d

In r e s p o n s e  to y o u r  C o m m i t t e e ' s  q u e s t i o n s  c o n c e r n i n g  the stat e ' s  
p o t e n t i a l  l i a b i l i t y  to t h e  f e d e r a l  g o v e r n m e n t  on M e d i c a i d ,  I 
h a v e  p r e p a r e d  the f o l l o w i n g  s u m m a r y .

T he s t a t e  h a s  a v a r i e t y  o f  i s s u e s  c o n c e r n i n g  M e d i c a i d  p a y m e n t s  
to h o s p i t a l s  a n d  l o n g  t e r m  c a r e  f a c i l i t i e s .  A t t a c h e d  is a 
m e m o r a n d u m  o u t l i n i n g  i s s u e s  as o f  F e b r u a r y  17, 1988. S i n c e  that 
t i m e  s e v e r a l  o t h e r  i s s u e s  h a v e  d e v e l o p e d  i n c r e a s i n g  t h e  state's 
p o t e n t i a l  l i a b i l i t y .

In late F e b r u a r y ,  t h e  f e d e r a l  g o v e r n m e n t  i d e n t i f i e d  an u p p e r  
l i m i t  i s s u e  w i t h  a c u t e  c a r e  s e r v i c e s  for 1984, 1985, a n d  1986.
W e  h a v e  b e e n  n o t i f i e d  a p p r o x i m a t e l y  $2.0 m i l l i o n  w i l l  b e  
r e q u e s t e d  b a c k  f r o m  t h e  state. It a p p e a r s  t h i s  a r g u m e n t  wi l l 
c o n t i n u e  i n t o  1987 a n d  1988. I e s t i m a t e  w e  w i l l  b e  a r g u i n g  
a n o t h e r  $2.0 m i l l i o n  in 1987 a n d  $1.0 m i l l i o n  in 1988. The 
s t a t e  d o e s  n o t  a g r e e  w i t h  the f e d e r a l  f i n d i n g .  W e  a n t i c i p a t e  we 
w i l l  p r e v a i l  o r  p a r t i a l l y  p r e v a i l .

T h e  s e c o n d  i s s u e  i n v o l v e s  l i t i g a t i o n  w i t h  C o r d o v a  H o s p i t a l  
c h a l l e n g i n g  t h e  M e d i c a i d  R a t e  C o m m i s s i o n ' s  a b i l i t y  to a p p l y  
a u d i t  f i n d i n g s  p r i o r  t o  A u g u s t  1986. T h e  f a c i l i t y ' s  c o n t e n t i o n  
is t h e  s t a t e  c o u l d  o n l y  a u d i t  p r i o r  to t h a t  t i m e  b u t  h a d  no 
a b i l i t y  to r e c o u p  f u n d s  b a s e d  o n  a u d i t s .  I w a s  n o t i f i e d  Monday, 
the A l a s k a  H e a l t h  A s s o c i a t i o n  is p l a n n i n g  to jo i n  t h e  suit on 
b e h a l f  of a l l  m e m b e r s  f a c i l i t i e s .  R e g a r d l e s s  of  w h o  prevails, 
the f e d e r a l  g o v e r n m e n t  w i l l  t a k e  its h a l f  f r o m  the state. B a s e d 
o n  c u r r e n t  a u d i t  f i n d i n g s ,  it a p p e a r s  t h e r e  w i l l  b e  a t  least 
$1.0 m i l l i o n  in a u d i t  f i n d i n g s  for 1985 a n d  1986. T h i s  wi l l  
r e s u l t  in $ 5 0 0 , 0 0 0  in p a y m e n t s  t o  t h e  f e d e r a l  g o v e r n m e n t .  We 
feel the s t a t e  w i l l  p r e v a i l .

02 001A (Rev 8/85)



Norm a L u n d y -2- March 1]

T h e  o u t s t a n d i n g  i s s u e s  a r e  r e c a p p e d  as f o l l o w s :

F Y  87 L o n g  T e r m  C a r e  U p p e r  L i m i t  $ 2 , 0 5 5 , 0 0 0
F Y  88 L o n g  T e r m  C a r e  U p p e r  L i m i t  2 , 5 1 5 , 0 0 0
F Y  89 L o n g  T e r m  C a r e  U p p e r  L i m i t  2 ,800,000
P o t e n t i a l  F e d e r a l  C l a i m  $ 7 , 3 7 0 , 0 0 0

%F Y  89 P r o p o s e d  R e g u l a t i o n  $ 2 , 9 0 0 , 0 0 0
O u t s t a n d i n g  A p p e a l s  7 , 0 0 0 , 0 0 0
T o t a l  C o n t i n g e n t  L i a b i l i t y  $ 1 7 , 2 7 0 , 0 0 0

1 9 8 4 / 5 / 6  H o s p i t a l  U p p e r  L i m i t  $ 2 , 0 0 0 , 0 0 0
1987 H o s p i t a l  U p p e r  L i m i t  2 , 0 0 0 , 0 0 0
1988 H o s p i t a l  U p p e r  L i m i t  1 , 0 0 0 , 0 0 0
A u d i t  F i n d i n g   500 , 000

T o t a l  $ 2 2 , 7 7 0 , 0 0 0

, 1988

Attach m e n t



,  STEVE C O W P E R .  G O V E R N O R

H 1 J - T .  o r  H E A L T H  A X O  S O C I A L  S E R V I C E S P C  B >
3tc- C Ŝ Rtfl SJ.TE S9: 

/  AS:«OnA3E AULS»*
MEDICAID RATE COMMISSION /  P o s t (*r i9<*

F e b r u a r y  17, 1988

T h e  H o n o r a b l e  M y r a  M u n s o n  
C o m m i s s i o n e r
D e p a r t m e n t  o f  H e a l t h  & S o c i a l  S e r v i c e s  
P o u c h  H - 0 1  
J u n e a u ,  A K  9 9 8 1 1

D e a r  M y r a :

T o d a y ,  I r e c e i v e d  c o r r e s p o n d e n c e  f r o m  R e g i o n  X c o n c e r n i n g  t h e  
u p p e r  l i m i t s  i s s u e s  for o u r  FY84 a n d  F Y 8 5  f i s c a l  years.

I w a n t  t o  k e e p  y o u  f u l l y  i n f o r m e d  o f  t h e  p o t e n t i a l  l i a b i l i t y  t h e  
s t a t e  f a c e s  w i t h  t h i s  and o t h e r  i s s u e s .  W h i l e  the s t a t e  n e e d s  t o  
r e q u i r e  f e d e r a l  p a r t i c i p a t i o n  b a s e d  o n  o u r  a p p r o v e d  S t a t e  Plan, 
t h e  u p p e r  l i m i t  i s s u e  is a p r o b l e m  f o r  t h e  s t a t e  of A l a s k a .

C u r r e n t l y ,  w e  h a v e  a p p r o v e d  S t a t e  P l a n s  t h r o u g h  J u n e  30, 1987.
T h e  1 9 8 8  S t a t e  P l a n  is not a p p r o v e d .  O u r  a g g r e g a t e  c a l c u l a t i o n s  
f o r  h o s p i t a l  s e r v i c e s  i n d i c a t e  t h e  a p p r o v e d  rates are u n d e r  t h e  
u p p e r  l i m i t  f o r  F Y 8 7  and FY88.

T h e  l o n g  t e r m  c a r e  r a tes c o n t i n u e  t o  b e  t h e  m a j o r  i s s u e  for 
s t a t e .  I a m  l i s t i n g  an e s t i m a t e  of t h e  c o n t i n g e n t  l i a b i l i t y  t h e  
s t a t e  f a c e s  o n  s e v e r a l  is s u e s  i n c l u d i n g  t h e  federal u p p e r  limit, 
r e g u l a t i o n s  p e n d i n g  b e f o r e  t h e  M e d i c a i d  R a t e  C o m m i s s i o n ,  and 
a p p e a l s  in p r o c e s s .  All t h e  i s s u e s  l i s t e d  b e l o w  will l i k e l y  be 
a l l  g e n e r a l  s t a t e  funds. T h e  a p p e a l s  f r o m  p r o v i d e r s  r e q u e s t  
p a y m e n t s  f o r  e x p e n s e s  not i n c l u d e d  in t h e  S t a t e  Plan. W h i l e  I d o  
n o t  b e l i e v e  t h e  f a c i l i t i e s  w i l l  p r e v a i l ,  it is i m p o r t a n t  t o  
c o n s i d e r  t h e  a p p e a l s  as c o n t i n g e n t  l i a b i l i c i e s  a g a i n s t  G e n e r a l  
s t a t e  f u n d s .  T h e  o u t s t a n d i n g  i s s u e s  a r e  a s  follows:

F Y 8 7  L o n g  T e r m  Care U p p e r  L i m i t  $ 2 , 0 5 5 , 0 0 0
F Y 8 8  L o n g  T e r m  Ca r e  U p p e r  L i m i t  $ 2 , 5 1 5 , 0 0 0
F Y 8 9  L o n g  T e r m  Care U p p e r  L i m i t  $ 2 . 8 0 0 . 0 0 0
P o t e n t i a l  F e d e r a l  C l a i m  $ 7 , 3 7 0 , 0 0 0

F Y 8 9  P r o p o s e d  R e g u l a t i o n  $ 2 , 9 0 0 , 0 0 0  ~ l '
O u t s t a n d i n g  A p p e a l s  $ 7 . 0 0 0 . 0 0 0
T o t a l  C o n t i n g e n t  L i a b i l i t y  $ 1 7 , 2 7 0 , 0 0 0

F F B  1  9  1 9 8 8

- • f. Cinancft



If a n y  of  t h e  c o n t i n g e n c i e s  b e c o m e  a r e a l i t y ,  t h e  i m p a c t  w i l l  be 
in t h e  F Y 8 9  a p p r o p r i a t i o n .  A s  y o u  c o n s i d e r  the a p p r o p r i a t i o n  
r e q u e s t  f o r  FY89, y o u  m a y  w a n t  t o  c o n s i d e r  r e q u e s t i n g  f u n d i n g  for 
s o m e  o f  t h e  c o n t i n g e n c i e s .  A s  a note, t h e  f e d e r a l  u p p e r  l i m i t  
i s s u e  a n d  t h e  c h a r t  a b o v e  r e f l e c t  o n l y  t h e  f e d e r a l  p o r t i o n .  I 
e s t i m a t e  e x c e s s  a b o v e  t h e  u p p e r  l i m i t  f o r  the 3 t h r e e  y e a r s  is 
a p p r o x i m a t e l y  $ 1 4 , 6 4 5 , 0 0 0  i n  a c t u a l  p a y m e n t s  t o  t h e  h e a l t h  c a r e  
f a c i l i t i e s  o r  j u s t  u n d e r  2 0 %  o f  t h e  rate.

If  y o u  w i s h  t o  d i s c u s s  a n y  of  t h e s e  i s s u e s  o r  I c a n  b e  o f  a n y  
a s s i s t a n c e ,  p l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  me.

M a r y  K. B e n s e n  
E x e c u t i v e  D i r e c t o r

cc: - J C o m m i s s i o n  M e m b e r s ,  M e d i c a i d  R a t e  C o m m i s s i o n  
K a r e n  P e r d u e ,  D e p u t y  C o m m i s s i o n e r  D H S S  
K i m  Bu s c h ,  M e d i c a l  A s s i s t a n c e  
H a r l a n  K n u d s o n ,  H e a l t h  A s s o c i a t i o n  of A l a s k a  
R o b e r t  B i l den, L e g i s l a t i v e  A u d i t



M y m  A, Munscn, Commlssioi er 
Department oI Health Anri Scjcial Services 
P. 0. feox 11-07 
Juneau, Ala*ka 99311

O e a r  M s .  M u n s o n ;

purin^ e recent meeting* m o  
*is-ionrotaJ of a state plan 
They also expressed an Ir.te 
State c' ose to implement the

A stale electing tc receive 
tmusi submit and receive apn 
Medical''1 state plan lias bctj) 
amendment process. This 
oroposod change In the (orm 
V!CFA fcr approval. U  the c 
Medicaid state plan and t^e 
amendment, the proposed ch 
unchanged.

A state -nay choose to igo 
change. This course of actio 
the approved state plan er 
exact extent of the finnncla 
non-compliance but could 
associated with the disappro 
entire ’ Wic a l d  program.

Jf you have any questions 
Grain e. an, Rob can he reaches

cct Kim Botch

B G  1138k

File Code: SMO-l

■burs of your staff requested an explanation of how- the 
amendment vvould affect Alaska's Medicaid program, 
est in learning vhat actions H’C P A  voutri lake if the 
chcnqes contained In the disapproved amendment*

payments under Title XIX of the Social Security Act 
ovcl of its state plan for medical assistance. Once the 
approved, it can only be changed via the state plan 

rocess requires the state to thoroughly describe the 
■)f a state plan amendment and submit the document to 
i<?nd;n»*nt is approved, it becomes part of the Approved 

chanpc is effectuated. If I IGF A disapproves the 
ngc cannot be implemented and the- state plan remains

re HCFA's disapproval and Implement the proposed 
would result In the state being out of compliance with 
could have significant financial ramifications. The 

consequences would depend on the substantiality of the 
rtnge from the disallowance or deferral of the F F P  
red chance to the termination of F F P  for the state's

concerning this matter, our contact Derson is Boh 
at (206) ift

Sincerely,

Norman V. Meyer 
Associate Regional Administrator 
for Program Operations
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S T F . V E  C Q W P E R
D O V E R N Q R

S  t  a t  12 o r  A l a  s k  a
O F F I C E  OF T HE  G O V E R N O R  

J U N K A U

J a n u a r y  11, 1938

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  of the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  the a u t h o r i t y  of art. Ill, sec. 18, o f  the A l a s k a  C o n­
sti t u t i o n ,  I am  t r a n s m i t t i n g  a b i l l  t h a t  w o u l d  c h a n g e  the 
c o m p o s i t i o n  o f  the M e d i c a i d  R a t e  C o m m i s s i o n ,  w h i c h  w a s  e s­
t a b l i s h e d  in the D e p a r t m e n t  of  H e a l t h  a n d  S o c i a l  S e r v i c e s  in 
1983.

C u r r e n t l y ,  the M e d i c a i d  R a t e  C o m m i s s i o n  h a s  f o u r  p u b l i c  or 
p r o v i d e r  r e p r e s e n t a t i v e s  and o n e  s t a t e  g o v e r n m e n t  r e p r e s e n­
tative. T h e  l a t t e r  is e i t h e r  the c o m m i s s i o n e r  o f  h e a l t h  and 
s o c i a l  s e r v i c e s  or the c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  (or 
the a p p o i n t e d  d e s i g n e e  of  either) . T h e  p u r p o s e  o f  the 
M e d i c a i d  R a t e  C o m m i s s i o n  is to e s t a b l i s h  t h e  r a t e s  for p a y­
m e n t s  m a d e  to  h o s p i t a l s ,  n u r s i n g  hom e s ,  a n d  a v a r i e t y  of 
e t h e r  h e a l t h  c a r e  f a c i l i t i e s  for s e r v i c e s  p r o v i d e d  to 
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  a s s i s t a n c e  r e c i p i e n t s .  
T h e  c o m m i s s i o n  c u r r e n t l y  c o m m i t s  the s t a t e  to a d i s t r i b u t i o n  
of o v e r  $ 8 0 , 0 0 0 , 0 0 0  yearly. W i t h  the p r e s e n t  c o m p o s i t i o n  of 
the c o m m i s s i o n ,  the s t a t e  lacks b u d g e t a r y  c o n t r o l  b e c a u s e  it 
c a n n o t  c o n t a i n  the g r o w t h  o f’ the r a t e s  a p p r o v e d  b y  the c o m­
mis si o n .

H i s t o r i c a l l y ,  b o a r d s  w i t h  the a u t h o r i t y  to c o m m i t  the s t a t e  
to some l e v e l  of e x p e n d i t u r e  or i n d e b t e d n e s s  h a v e  h a d  a v o t­
ing m a j o r i t y  of  c a b i n e t  or t o p - l e v e l  a d m i n i s t r a t i v e  
o f f i c i a l s .  T h i s  b i l l  b r i n g s  the c o m p o s i t i o n  o f  t h e  c o m m i s­
sio n  in t o  c o n f o r m a n c e  w i t h  o t h e r  r a t e - s e t t i n g  b o d i e s  by 
p l a c i n g  a t o t a l  o f  t h r e e  d e p a r t m e n t  h e a d s  (or, in p l a c e  of  
the t h i r d  d e p a r t m e n t  head, one of  t h e  d i v i s i o n  d i r e c t o r s  of 
the o f f i c e  of m a n a g e m e n t  and budget) o n  th a t  r a t e - s e t t i n g  
body. T w o  o t h e r  g o v e r n o r - a p p o i n t e d  m e m b e r s  w o u l d  r e p r e s e n t  
h e a l t h  c a r e  p r o v i d e r s  and c o n s u m e r s ,  r e s p e c t i v e l y .  T h e  c o m­
m i s s i o n  wo u l d ,  o f  course, c o n t i n u e  to m a k e  its d e c i s i o n s  
b a s e d  u p o n  p r e s e n t a t i o n s  m a d e  to it by h e a l t h  c a r e  p r o v i d -
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Th i s  p r o p o s e d  c h a n g e  w o u l d  a l s o  h e l p  a s s u r e  t h a t  the D e p a r t­
m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s  m a i n t a i n s  the M e d i c a i d  
p r o g r a m  w i t h i n  f e d e r a l  r e q u i r e m e n t s  in o r d e r  to a l l o w  m a x i­
m u m  u s e  o f  f e d e r a l  m o n e y .  :



STATEMENT 
HEALTH ASSOCIATION OF ALASKA

March 15, 1988

House Committee on State Affairs 
HB 348 - MEDICAID RATE COMMISSION

The Health Association of Alaska, representing acute and long term health 
care facilities, is opposed to H.B. 348, an act relating to the composition of 
the Medicaid Rate Canmission.

Purpose of Medicaid Rate Canmission:

The purpose of the Canmission is to establish a fair rate of payment to 
health facilities for services rendered to Medicaid and General Relief Medical 
(GTM) beneficiaries.

The major activities of the Canmission are to develop and implement a new 
rate setting system, audit facility data, prepare and negotiate the State Plans 
with the Federal Government for federal funding, and report proposed Medical 
Assistance expenditures for current and subsequent state fiscal years. The rate 
setting ;s a public process wherein the Commission deliberates the proposed rates 
and sets the rates.

Current Composition of Medicaid Rate Canmission:

1. Licensed Health Facility CEO
2. Ccsnmissioner of Administration or Commissioner of Health and Social 

Services or their designee
3. Licensed physician
4. Certified Public Accountant
5. Consumer

Intent of HB 348:

Replace licensed health facility CEO, physician, and CPA with a health care 
provider, Commissioner of Administration, Commissioner of Health and Social 
Services, and/or a third Conmissioner or a director of a division of the Office 
of Management and Budget.

Reasons Why Health Association of Alaska Opposes HB 348:

1. The intent of HB 348 is to control health care facility costs by having 
three of the five members of the Canmission represent state government.

That is contrary to legislative intent. Hospital and long term health 
care facility rates established by the Commission should not be budget 
driven, but should reflect a fair rate of payment for services rendered.

State government and the public need to have the data compiled by the 
Canmission, and knew that fair and equitable rates are established by 
utilizing that data.

(MORE)
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Concern is that needed rate increases will be denied solely for the 
reason that the Department of Health and Social Services will be required to 
seek additional funding from the legislature to underwrite such increases. 
The fact that health facility costs, generated by peqple in need, must 
compete with other health and social service programs is recognized, but it 
does not negate the fact that hospitals cannot subsidize state programs.

It should be noted that a recent survey (by providence Hospital) showed 
that hospital uncompensated care (bad debt/charity) costs increased from 
$5,339,000 in 1982 to $10,368,000 in 1986. Medicaid paid hospitals only 
$20,978.00 in 1986. Liability insurance premium costs increased from 
$3,147,000 in 1986 to $5,377,000 in 1988. (Data from Medicaid Rate 
Commission.)

2. The Certified Public Accountant, physician, and licensed health facility 
CEO are needed on the Commission, as is the consumer and the representative 
of the Department of Health and Social Services.

Establishing health facility costs is extremely complex, and the 
involvement of individuals who are in the everyday business of providing 
health services and cost accounting contribute significantly to the 
deliberations of the Commission.

#  #  #

FOR: Harlan Knudson
Health Association of Alaska 
319 Seward Street, #11 
Juneau, AK 99801 
586-1790
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A l a s k a  l ^ t a t e  & g t a l a t a r c W HILE IN SESSIO N  
P .O . Box V  

S ta te  C ap ito l 
Juneau , A laska 99811 

(907) 465-3706

House of Representatives

Chairman 
Committee on Finance

A l Adams
O U T  O F  SESSIO N  

P .O . Box 333 
K otiebue . A laska 99752 

(907)442-3320Official Business
1024 W . 6 th  

A nchorage, A laska 99501 
(907) 274-0615

March 2, 1988

Representative Fran Ulmer 
Chairman
House State Affairs Committee
P.O. Box V
Juneau, AK 99811

Re: HB 348

Dear Represe r:

I would like to take this opportunity to voice my support for House 
Bill 348 "An Act relating to the composition of the Medicaid Rate 
Commission."

As I am sure you are aware, the entitlement programs in general and 
the Medicaid budget in particular represent an ever increasing 
portion of the Department of Health & Social Services Budget. From 
FY 86 - FY 88, a period when the vast majority of state funded 
programs were sustaining double-digit percentage budget reductions, 
state general funds for Medicaid increased by 12.2%. If you add the 
FY 88 request for supplemental funding pending before the House 
Finance Committee, the increase is approximately 37.1%. I have 
attached a spreadsheet which more clearly demonstrates the growth 
in this program during this period.

While some of these increased costs can be attributed to expansion of 
services and increased caseloads, it is also true that a significant
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portion of the increased costs are directly related to the rate 
increases awarded to Medicaid eligible facilities by the Medicaid Rate 
Commission.

Under current law, the rate commission operates outside the normal 
policy/budget process and the composition of the commission further 
aggravates the problems inherent in this situation. House Bill 348 
would provide for a majority of the members of the commission to 
be state policy-makers and presumably more sensitive to the overall 
policy and budget priorities of the state.

To illustrate just how out of step with the normal budget process the 
current commission appears to be, I have attached a copy of a notice 
of proposed changes in the regulations of the Medicaid Rate 
Commission which came across my desk last week. If the 
commission adopts these regulations as written, the state will be 
ob ligated  for an additional $2.9 million for FY 89 with further 
increases in succeeding years. These funds are not in the current 
Governor's FY 89 budget request nor will the regulations likely be 
approved in time for submission as a budget amendment. As a 
practical matter what we have here is a FY 89 supplemental request. 
We are set-up for a FY 89 Medicaid supplemental before we have 
even approved the original FY 89 budget!

In conclusion, I urge the State Affairs Committee to give favorable 
consideration to HB 348. I am under no illusions that this will solve 
all our Medicaid funding problems; but I am convinced it is a 
worthwhile step in the right direction. In the absence of additional 
cost containment measures in this area, I fear that further erosion in 
funds for other vital health & social services programs is inevitable.

A1 Adams 
Chairman
House Finance Committee

cc Rep. Mark Boyer 
Chairman
House Finance HESS Budget Subcommittee



ATTACHMENT A MEDICAID BUDGET FY 07

A B c D E F G H 1 J
1 COMPONENT FY 87 ACT FY 88  AUTH FY 88 SUPP FY 88 TOTAL FY 89 GOV FY 89 REGS FY 89  TOTAL FY 89 V FY 87 FY 89 V FY 87
2 AMOUNT %
3
4 MEDICAID-NON FACILITY 1 2 . 5 5 8 . 1 1 0 , 9 7 2 . 6 4 , 9 7 0 . 0 1 5 , 9 4 2 . 6 1 7 , 2 1 3 . 2 0 . 0 1 7 , 2 1 3 . 2 4 , 6 5 7 . 1 3 7 . 1 %
5 MEDICAID-FACILITY 2 2 , 8 2 2 . 4 2 6 , 5 9 8 . 2 3 , 3 7 5 . 0 2 9 , 9 7 3 . 2 3 3 , 1 1 2 . 1 2 , 9 0 0 . 0 3 6 , 0 1 2 . 1 1 3 , 1 8 9 . 7 5 7 . 9 %
6
7 TOTAL 3 5 , 3 7 8 . 5 3 7 , 5 7 0 . 8 0 , 3 4 5 . 0 4 5 , 9 1 5 . 8 5 0 3 2 5 . 3 2 , 9 0 0 . 0 5 3 , 2 2 5 . 3 1 7 , 8  . 8 5 0 . - 1 %

FY 98 TOTAL=AUTHORIZED PLUS PROPOSED SUPPLEMENTAL; FY 89 TOTAL=FY 89 GOVERNOR PLUS PROPOSED NEW REGULATIONS
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N O T I C E  O F  P R O P O S E D  C H A N G E S  
I N  T H E  R E G U L A T I O N S  

O F  T H E  M E D I C A I D  R A T E  C O M M I S S I O N

N o t i c e  is g i v e n  t h a t  t h e  M e d i c a i d  R a t e  C o m m i s s i o n ,  u n d e r
a u t h o r i t y  v e s t e d  by A S  4 7 . 0 7 . 0 7 0  a n d  AS 4 7 . 0 7 . 0 7 3 ,  p r o p o s e s  to 
a m e n d  r e g u l a t i o n s  i n  T i t l e  7 A A C  43 o f  t h e  A l a s k a  A d m i n i s t r a t i v e  
Code, d e a l i n g  w i t h  e s t a b l i s h m e n t  o f  a r a t e  s e t t i n g  p r o c e s s  for
p a y m e n t  o f  s e r v i c e s  f o r  Mediccil A s s i s t a n c e  p r o g r a m s  to
f a c i l i t i e s ,  t o  i m p l e m e n t  A S  47.07, as f o llows:

1. 7 A A C  4 3 . 6 8 5 ( b ) ( 2 )  is p r o p o s e d  to b e  a m e n d e d  b y
i d e n t i f y i n g  c a p i t a l  a n d  v a r i o u s  i n s u r a n c e  a n d  e m p l o y e e
b e n e f i t s  c o s t s  a s  p a s s t h r o u g h  costs.

2. 7 A A C  4 3 . 6 8 5 ( b ) ( 3 )  is p r o p o s e d  to b e  a m e n d e d  b y  a d d i n g
v a r i o u s  i n s u r a n c e  a n d  e m p l o y e e  b e n e f i t s  c o s t s  as
f a c i l i t y  b u d g e t e d  c o s t s  f o r  r a t e  se t t i n g .

3. 7 A A C  4 3 . 6 9 1 ( a ) ( 1 )  is p r o p o s e d  to b e  a m e n d e d  to
s u b s t i t u t e  a c t u a l  p a s s t h r o u g h  c o s t s  f o r  b u d g e t e d  
p a s s t h r o u g h  c o s t s  w h e n  c a l c u l a t i n g  y e a r  end
c o n f o r m a n c e .

N o t i c e  is a l s o  g i v e n  t h a t  a n y  p e r s o n  i n t e r e s t e d  m a y  p r e s e n t  or a l  
o r  w r i t t e n  s t a t e m e n t s  o r  a r g u m e n t s  r e l e v a n t  to t h e  p r o p o s e d  
a c t i o n  a t  a h e a r i n g  to  b e  h e l d  in R o o m  336 of t h e  F r o n t i e r  
B u i l d i n g ,  3 6 0 1  "C" S t r e e t ,  A n c h o r a g e ,  A l a s k a  at 1: 3 0  p.m. on
M a r c h  18, 1988.

T h i s  a c t i o n  is e x p e c t e d  t o  r e q u i r e  a n  i n c r e a s e d  g e n e r a l  fu n d  
a p p r o p r i a t i o n  of $ 2 , 9 0 0 , 0 0 0  in f i s c a l  y e a r  1989, $ 3 , 5 0 0 , 0 0 0  in 
f i s c a l  y e a r  1990, a n d  $ 4 , 3 0 0 , 0 0 0  in f i s c a l  y e a r  1991.
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DIVIS ION OF MEDICAL ASSISTANCE

nunr.FT i n c r e a s e  f a c t o r s

Dep t .
Request

FY87 

A u th o r ! z e d Actua l
N a t i o n a l

CPI

Oep t.
Request

FY88 

A u th o r ! z e d P r o j e c t e d

FY89
D ep t .
Request

H ed ic a ld  F a c ! 1 ! t y  

P r i c e
U t l 1 1 r a t i o n  
E l I q l b l e s

3 .7%
3 .1%
8.5%

0 .0%

3.1%
8.5%

5 .0%
7 .5%
6.0%

15 .7% 3 .5%
0 .0%
6 .3%

2.5%
0 .0 %

6 ‘.3%

5 .5%
6 .5%
6 .0 %

3 .8% 
0.0% 
*f.2%

Medica ld  N on -F « c !1 ! t y

P r i c e  3 .7%
U t i l i z a t i o n  3 .1%
E l I q l b l e s  10 .4%

0 .0%  

3 .1% 
1 0 . A%

15 .7%
Unk.
6 .0 %

15 .7% 2 .8%

0.0%

6 .3%

0 .0 %

0 .0%

6 .3%

5 .5%
6 .5%
6 .0%

3.8%
0.0%

<f.5%

! i . ' i . -
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Changing the Medicaid Rate Commission to Adv is in g  the Department on Medicaid F a c i l i t y  Rates.
Purpose
This proposed amendment would change the focus o f  the Medicaid Rate Conmiis- sion from a r a t e  s e t t i n g  body to one g i v i n g  a dv ic e  to the Department o f  Health and S o c i a l  S e r v i c e s .  Upon c o n s i d e r a t i o n  o f  t h a t  advice and review o f  a v a i l a b l e  f u nding ,  the department adopts f a i r  f a c i l i t y  r a t e s  f o r  Medicaid based on fed eral  requirements and s t a t e  s t a t u t e s .
Se ct io n  1. AS 47.07.040 i s  amended to  read:
Se c .  4 7 .0 7 .0 4 0 .  S ta te  plan f o r  pro vis io n  o f  medical a s s i s t a n c e .  The department s h a l l  prepare a s t a t e  plan in accordance with the p rov is io n s  o f  42 U . S . C .  1396 -  1396p(Title X IX ,  S o c i a l  S e c u r i t y  A c t ,  Medical A s s i s ta n c e )  and submit i t  f o r  approval to the United S t a t e s  Department o f  Health and Human S e r v i c e s .  The plan s h a l l  desi gn ate  t h a t  the Department o f  Health and S o c i a l  S e r v i c e s  i s  the s i n g l e  s t a t e  agency to adm in is ter  t h i s  p la n .  The department s h a l l  a c t  f o r  the s t a t e  in any n e g o t i a t i o n s  r e l a t i v e  to the submission and approval o f  the p lan ,  The department [ , INCLUDING THE MEDICAID RATE COMMISSION,] may make those arrangements or r e g u la to r y  changes ,  not  in c o n s i s t e n t  with law, as may be required under f ed e ral  law to o bta in  and r e t a i n  approval o f  the United S t a t e  Department o f  Health and Human S e rv i c e s  to secure f o r  the s t a t e  the optimum fe d e r a l  payment under the p r o v is io n s  o f  42 U . S . C .  1396-1396p(Title XIX ,  S o c i a l  S e c u r i t y  A c t ,  Medical A s s i s t a n c e ) .  In a d d i t i o n ,  the department s h a l l  provide a report  to the l e g i s l a t u r e  no l a t e r  than March 15 o f  each year  concerning the s t a t u s



o f  t h i s  p r o g r a m  a n d  r e c o m m e n d a t i o n s ,  w i t h  s u p p o r t i n g  f i s c a l  d a t a ,  a s  t o  a n y  

c h a n g e s  i n  t h e  c o v e r a g e  o f  e l i g i b l e  p e r s o n s  o r  s e r v i c e s  t o  b e  p r o v i d e d .

* S e c .  2 .  A S  4 7 . 0 7 . 0 7 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 7 . 0 7 . 0 7 0  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 ,  ( a )  T h e  c o m m i s s i o n  s h a l l  

a d v i s e  t h e  d e p a r t m e n t  o n  t h e  p r o s p e c t i v e  [ D E T E R M I N E  P R O S P E C T I V E L Y  T H E ^  r a t e  

o f  p a y m e n t  t o  a h e a l t h  f a c i l i t y  u n d e r  t h i s  c h a p t e r  a n d  A S  

4 7 . 2 5 . 1 2 0 - 4 7 . 2 5 . 3 0 0  b a s e d  o n  a  f a i r  r a t e  f o r  r e a s o n a b l e  c o s t s  i n c u r r e d  b y  

t h e  f a c i l i t y .  T h e  d e p a r t m e n t  s h a l l  s e t  t h e  r a t e s  o f  p a y m e n t  t o  a h e a l t h  

f a c i l i t y .  T h e  d e p a r t m e n t  [ C O M M I S S I O N ]  s h a l l  b y  r e g u l a t i o n  l i s t  t h e  f a c t o r s  

i t  c o n s i d e r s  i n  m a k i n g  i t s  r a t e  d e t e r m i n a t i o n  u n d e r  t h i s  s e c t i o n , a f t e r  

c o n s u l t a t i o n  w i t h  t h e  c o m m i s s i o n .

( b )  I n  d e t e r m i n i n g  a r a t e  o f  p a y m e n t  t o  a h e a l t h  f a c i l i t y  u n d e r  t h i s  

s e c t i o n ,  t h e  d e p a r t m e n t  [ C O M M I S S I O N ]  s h a l l  c o n s i d e r  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 l 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  f o r  p a t i e n t  c a r e  f o r

( 1 )  c o s t  o f  c u r r e n t  o p e r a t i o n s ,  i n c l u d i n g  s a l a r i e s  a n d  

w a g e s ,  p u r c h a s e d  s e r v i c e s ,  s u p p l i e s ,  i n s u r a n c e ,  l e a s e s ,  d e p r e c i a t i o n ,  

t a x e s ,  i n t e r e s t  e x p e n s e ,  m a i n t e n a n c e  a n d  o t h e r  h e a l t h  f a c i l i t y  o p e r a t i n g  

e x p e n s e s ;  a n d

m e n t .

( 2 )  e d u c a t i o n ,  r e s e a r c h ,  a n d  a p p r o p r i a t e  c a p i t a l  d e v e l o p -



( c )  I n  d e t e r m i n i n g  a  r a t e  o f  p a y m e n t  t o  a  h e a l t h  f a c i l i t y  u n d e r  

t h i s  s e c t i o n ,  t h e  d e p a r t m e n t  [ C O M M I S S I O N ]  m a y  c o n s i d e r  w h e t h e r  t h e  r a t e  o f  

u t i l i z a t i o n  o f  t h e  f a c i l i t y  h a s  b e e n  r e d u c e d  b e c a u s e  o f  i m p r o v i d e n t  o r  

c a r e l e s s  d e v e l o p m e n t  o f  t h e  f a c i l i t y .

( d )  I n  d e t e r m i n i n g  a  r a t e  o f  p a y m e n t  t o  a h e a l t h  f a c i l i t y  u n d e r  

t h i s  s e c t i o n ,  t h e  d e p a r t m e n t  [ C O M M I S S I O N ]  s h a l l  c o n s i d e r  t h e  a p p r o p r i a t i o n  

l i m i t  s e t  b y  t h e  l e g i s l a t u r e  f o r  t h e  d e p a r t m e n t ' s  p r o g r a m s  u n d e r  t h i s  

c h a p t e r  a n d  u n d e r  A S  4 7 . 2 5 . 1 2 0 - 4 7 . 2 5 . 3 0 0 ,  a n d  a v a i l a b l e  f e d e r a l  r e v e n u e .

* S e c .  3 .  A S  4 7 . 0 7 . 0 7 3  i s  a m e n d e d  t o  r e a d :

S e c .  4 7 . 0 7 . 0 7 3  U n i f o r m  A c c o u n t i n g ,  B u d g e t i n g ,  a n d  F i n a n c i n g  R e p o r t i n g ,  

( a l  T h e  d e p a r t m e n t  [ C O M M I S S I O N ]  b y  r e g u l a t i o n  s h a l l  r e q u i r e  a  u n i f o r m  

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

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

s h a l l  p r o v i d e  f o r  r e p o r t i n g  r e v e n u e s ,  e x p e n s e s ,  a s s e t s ,  l i a b i l i t i e s ,  a n d  

u n i t s  o f  s e r v i c e .  T h e  d e p a r t m e n t  [ C O M M I S S I O N ]  s h a l l  s p e c i f y  t h e  d a t e  t h e  

s y s t e m  b e c o m e  e f f e c t i v e  f o r  e a c h  h e a l t h  f a c i l i t y .

( b )  I n  a d o p t i n g  r e g u l a t i o n s  a s  u n d e r  t h i s  s e c t i o n ,  t h e  d e p a r t m e n t  

[ C O M M I S S I O N ]  s h a l l  c o n s i d e r

( 1 )  a c c o u n t i n g ,  b u d g e 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  p r o c e ­

d u r e s  u s e d  b y  h e a l t h  f a c i l i t i e s ;



( 2 )  v a r i a t i o n s  a m o n g  h e a l t h  f a c i l i t i e s  i n  t h e  t y p e s  o f  

h e a l t h  c a r e  s e r v i c e s  p r o v i d e d  b y  h e a l t h  f a c i l i t i e s ;

( 3 )  t h e  s i z e  a n d  o r g a n i z a t i o n a l  s t r u c t u r e  o f  h e a l t h  f a c i l ­

i t i e s ;

( 4 )  t h e  m e t h o d s  u s e d  b y  h e a l t h  f a c i l i t i e s  t o  o b t a i n  p a y ­

m e n t s ;  [ A N D ]

( 5 )  o t h e r  f a c t o r s  t h e  d e p a r t m e n t  [ C O M M I S S I O N ]  c o n s i d e r s  

r e l e v a n t ;  a n d  [ . ]

( 6 )  t h e  r e c o m m e n d a t i o n s  o f  t h e  c o m m i s s i o n .

( c )  T h e  d e p a r t m e n t  [ C O M M I S S I O N ]  m a y  w a i v e  or m o d i f y  a r e q u i r e m e n t  

f o r  a c c o u n t i n g ,  b u d g e t i n g ,  o r  f i n a n c i a l  r e p o r t i n g  f o r  a h e a l t h  f a c i l i t y  i f  

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

( 1 )  n e c e s s a r y  t o  a v o i d  e x c e s s i v e  c o s t s  t o  t h e  f a c i l i t y ;  a n d

( 2 )  c o n s i s t e n t  w i t h  t h e  p o l i c i e s  o f  t h i s  c h a p t e r .

( d )  N o t w i t h s t a n d i n g  o t h e r  p r o v i s i o n s  o f  t h i s  s e c t i o n ,  t h e  d e p a r t ­

m e n t  [ C O M M I S S I O N !  m a y ,  b y  r e g u l a t i o n ,  m o d i f y  t h e  s y s t e m  o f  a c c o u n t i n g ,  

b u d g e 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  r e q u i r e d  u n d e r  t h i s  s e c t i o n  f o r  a h e a l t h  

f a c i l i t y  h a v i n g  f e w e r  t h a n  2 5  a c u t e  c a r e  b e d s  i n  o r d e r  t o  r e d u c e  t h e  

o p e r a t i n g  c o s t s  o f  t h a t  f a c i l i t y .



Sec. 4. A S  4 7 . 0 7 . 0 7 5  is a m e n d e d to read:

S e c .  4 7 . 0 7 . 0 7 5 .  A p p l i c a t i o n  o f  A d m i n i s t r a t i v e  P r o c e d u r e  A c t .  A c t i o n  

o f  t h e  d e p a r t m e n t  [ C O M M I S S I O N 1  u n d e r  A S  4 7 . 0 7  a n d  A S  4 7 . 2 5 . 1 2 0 - A S  2 5 . 3 0 0  

a r e  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  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  A c t  ( A S  

4 4 . 6 2 ) .

S e c .  5 .  A S  4 7 . 0 7 . 1 1 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 7 . 0 7 . 1 1 0 .  M e d i c a i d  R a t e  A d v i s o r y  C o m m i s s i o n  e s t a b l i s h e d .  T h e  

M e d i c a i d  R a t e  A d v i s o r y  C o m m i s s i o n  i s  e s t a b l i s h e d  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 .

S e c .  6 .  A S  4 7 . 0 7 . 1 8 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 7 . 0 7 . 1 8 0 .  D u t i e s ,  ( a )  T h e  c o m m i s s i o n  s h a l l  r e v i e w  p r o p o s e d  

p a y m e n t  r a t e s  [ A N D  MAY R E V I E W  B U D G E T S ]  o f  h e a l t h  f a c i l i t i e s  a n d  a d v i s e  t h e  

d e p a r t m e n t  o n  [ E S T A B L I S H ]  p a y m e n t  r a t e s  f o r  h e a l t h  f a c i l i t i e s  u n d e r  t h i s  

c h a p t e r  a n d  AS 4 7 . 2 5 . 1 2 0 - 4 7 . 2 5 . 3 0 0 .

( b )  T h e  c o m m i s s i o n  s h a l l  a d v i s e  [ C O N S U L T  W I T H ]  t h e  d e p a r t m e n t  o n  

t h e  s t a t e  p l a n  a s  i t  r e l a t e s  t o  h e a l t h  f a c i l i t i e s .  [ T H E  C O M M I S S I O N  MAY N O T  

C H A N G E  T H E  U N I T  O F  P A Y M E N T  W I T H O U T  T H E  W R I T T E N  C O N S E N T  O F  T H E  D E P A R T M E N T .  '

( c )  Wh e n  t h e  d e p a r t m e n t  e n t e r s  i n t o  a s u b s t a n t i a l l y  r e v i s e d  s t a t e  

p l a n  u n d e r  AS  4 7 . 0 7 . 0 4 0 ,  a n d  w h e n ,  a s  p a r t  o f  t h e  t h e  r e v i s e d  s t a t e  p l a n ,  

t h e  d e p a r t m e n t  [ C O M M I S S I O N 1  a d o p t s  r e g u l a t i o n s  w h i c h  s u b s t a n t i a l l y  c h a n g e



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

p a y m e n t  r a t e s ,  t h e  c o m m i s s i o n  m a y ,  a t  i t s  d i s c r e t i o n ,  r e c o m m e n d  t h e  d e p a r t ­

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

e f f e c t i v e  d a t e  o f  t h e  n e w  r e g u l a t i o n s  f o r w a r d .  E a c h  r e d e t e r m i n e d  r a t e  w i l l  

b e  e f f e c t i v e  f r o m  t h e  d a t e  o f  t h e  d e p a r t m e n t ' s  [ C O M M I S S I O N ' S ]  n e w  o r d e r  a s  

t o  e a c h  f a c i l i t y .

[ ( D )  B Y  M A R C H  1  O F  E A C H  Y E A R Y ,  T H E  C O M M I S S I O N  S H A L L  D E V E L O P  F O R  

T H E  F I S C A L  Y E A R  S T A R T I N G  T H E  N E X T  J U L Y  1  A N  A N N U A L  E S T I M A T E  O F  M E D I C A L  

A S S I S T A N C E  P R O G R A M  E X P E N D I T U R E S  I N  H E A L T H  F A C I L I T I E S  U N D E R  T H E  J U R I S D I C T I O N  

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

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

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

C O M M I S S I O N ' S  R A T E - S E T T I N G  P R O C E S S . ]

S e c .  7 .  A S  4 7 . 0 7 . 1 9 0  i s  a m e n d e d  t o  r e a d :

S e c .  4 7 . 0 7 . 1 9 0 .  E m p l o y m e n t  o f  p e r s o n n e l .  T h e  d e p a r t m e n t  [ C O M M I S S I O N ]  

m a y  e m p l o y  a n d  d e t e r m i n e  t h e  s a l a r y  o f  a n  e x e c u t i v e  d i r e c t o r , wh o  s h a l l  

p r o v i d e  s t a f f  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 . W i t h  t h e  a p p r o v a l  o f  t h e  

d e p a r t m e n t  [ C O M M I S S I O N ] ,  t h e  e x e c u t i v e  d i r e c t o r  m a y  s e l e c t  a n d  e m p l o y  

a d d i t i o n a l  s t a f f .  T h e  c o m m i s s i o n  s h a l l  b e  a s s i s t e d  b y  t h e  o f f i c e r s  a n d  

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

e x e m p t  s e r v i c e  u n d e r  A S  3 9 . 2 5 .

S e c .  8 .  AS  4 7 . 0 7 . 9 0 0 ( 4 )  i s  a m e n d e d  t o  r e a d :



( 4 )  " c o m m i s s i o n "  m e a n s  t h e  M e d i c a i d  R a t e  A d v i s o r y  C o m m i s s i o n  

S e c .  9 .  S e c t i o n s  1 - 7  o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i a t e l y  u n d e r  A S



“ V

'

C S i t 2 _ ^

L i n k i n g  M e d i c a i d  R a t e  C o m m i s s i o n  S e t  F a c i l i t y  R a t e s  t o  A p p r o v a l  o f  F e d e r a l  

S t a t e  P l a n  t o  E n s u r e  C o n t i n u e d  F e d e r a l  F u n d i n g

P u r p o s e

T h i s  p r o p o s e d  a m e n d m e n t  w o u l d  r e q u i r e  a n y  r a t e  s e t  b y  t h e  M e d i c a i d  R a t e  

C o m m i s s i o n  t o  c o m p l y  w i t h  f e d e r a l  M e d i c a i d  p r o g r a m  r e q u i r e m e n t s .  T h e  

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

o f  t h e  M e d i c a i d  s t a t e  p l a n  b y  f e d e r a l  f u n d i n g  a u t h o r i t i e s .  I f  t h e  r a t e s  d o  

n o t  m e e t  w i t h  f e d e r a l  r e q u i r e m e n t s  a n d  t h e  s t a t e  p l a n  i s  n o t  a p p r o v e d ,  

f e d e r a l  f u n d i n g  f o r  t h e  M e d i c a i d  p r o g r a m  i s  j e o p a r d i z e d .  I f  t h e  r a t e s  f o r  

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

o f  t h e  p l a n ,  t h e  s t a t e  M e d i c a i d  p r o g r a m  i s  a t  r i s k  w h e t h e r  t h e  f e d e r a l  

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

* S e c t i o n  1 .  A S  4 7 . 0 7 . 0 7 0 ( a )  i s  a m e n d e d  t o  r e a d :

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  p r o s p e c t i v e l y  t h e  r a t e  o f  p a y m e n t  t o  a 

h e a l t h  f a c i l i t y  u n d e r  t h i s  c h a p t e r  a n d  A S  4 7 . 2 5 . 1 2 0 - 4 7 . 2 5 . 3 0 0  b a s e d  o n  a 

f a i r  r a t e  f o r  r e a s o n a b l e  c o s t s  i n c u r r e d  b y  t h e  f a c i l i t y .  T h e  r a t e s  o f  

p a y m e n t  m u s t  b e  i n  a c c o r d a n c e  w i t h  p r o v i s i o n s  o f  4 2  U . S . C .  1 3 9 6 p ( T i t l e  X I X ,  

S o c i a l  S e c u r i t y  A c t ,  M e d i c a l  A s s i s t a n c e ) .  T h e  c o m m i s s i o n  s h a l l  b y  r e g u ­

l a t i o n  l i s t  t h e  f a c t o r s  i t  c o n s i d e r s  i n  m a k i n g  i t s  r a t e  d e t e r m i n a t i o n s  

u n d e r  t h i s  s e c t i o n .  R e g u l a t i o n s  t h a t  r e q u i r e  m o d i f i c a t i o n  o f  t h e  s t a t e  

p l a n  b e c o m e  e f f e c t i v e  o n l y  a f t e r  f e d e r a l  a p p r o v a l  o f  t h e  s t a t e  p l a n  o r  t h e  

a m e n d e d  s t a t e  p l a n ,  e v c e p t  w i t h  t h e  p r i o r  w r i t t e n  a p p r o v a l  o f  t h e  

d e p a r t m e n t .



* Sec. 2. AS 4 7. 0 7 .180(c) is a m e n d e d  to read:

Wh e n  t h e  d e p a r t m e n t  e n t e r s  i n t o  a f e d e r a l l y  a p p r o v e d  s u b s t a n t i a l l y  r e v i s e d  

s t a t e  p l a n  u n d e r  A S  4 7 . 0 7 . 0 4 0 ,  a n d  w h e n ,  a s  p a r t  o f  t' , ie f e d e r a l l y  a p p r o v a l  

r e v i s e d  s t a t e  p l a n ,  t h e  c o m m i s s i o n  a d o p t s  r e g u l a t i o n s  w h i c h  s u b s t a n t i a l l y  

c h a n g e  t h e  m e t h o d s  u s e d  o r  t h e  f a c t o r s  c o n s i d e r e d  i n  d e t e r  „  ; h e  

p r o s p e c t i v e  p a y m e n t  r a t e s ,  t h e  c o m m i s s i o n  m a y ,  a t  i t s  d i s c r e t i o n ,  r e d e t e r ­

m i n e  t h e  p r o s p e c t i v e  p a y m e n t  r a t e s  f o r  a l l  f a c i l i t i e s  f r o m  t h e  b e g i n n i n g  o t  

t h e  f i r s t  q u a r t e r  i n  w h i c h  t h e  f e d e r a l l y  a p p r o v e d  r e v i s e d  s t a t e  p l a n  i s  i n  

e f f e c t  [ T H E  E F F E C T I V E  D A T E  O F  T H E  N E W R E G U L A T I O N S  F O R W A R D ] .  E a c h  

r e d e t e r m i n e d  r a t e  w i l l  b e  e f f e c t i v e  f r o m  t h e  d a t e  o f  t h e  c o m m i s s i o n ' s  n e w 

o r d e r  a s  t o  e a c h  f a c i l i t y .

* S e c .  3 .  S e c t i o n s  1  a n d  2  o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i a t e l y  u n d e r  AS  

0 1 . 1 0 . 0 7 0 ( c ) .



FACILITY RATE SETTING

■ISSUE

Facility rate setting. Alaska's system for setting medicaid reimbursement rates for 
private health care facilities is unique. It is the only state that entrusts the rate 
setting process to a volunteer commission that is wholly outside the control of the 
executive or legislative branches. The Medicaid Rate Commission (MRC) thus has 
no legislative mandate to keep facility rates within amounts budgeted by the 
Department of Health and Social Services and appropriated by the legislature. 
Aspects of this issue include: mechanisms utilized for rate setting; policies that 
drive the rates; and potential sanctions by the federal government, which 
participates in funding through Title XIX of the Social Security Act (medicaid).

HISTORY

The Medicaid Rate Commission was established by the Alaska Legislature in 1984. 
AS 47.07.110. It consists of five members, including: the chief executive officer of 
an health facility licensed by the state but not owned or operated by the state or 
federal government; either the commissioner of administration or health and social 
services or a designee of either commissioner; a physician licensed to practice and 
actively practicing medicine in .Alaska and not employed by the state; a certified 
public accountant with relevant experience; and a representative of health services 
consumers who does not have a direct or indirect interest in an entity providing 
health care services. Id. Tne members are appointed by the governor and serve at 
his or her pleasure for three-year terms, which are staggered. AS 47.07.130-140. 
The commission’s duties are to "review proposed payment rates and budgets of 
health facilities and establish payment rates for health facilities...." AS 47.07.180. 
The commission is required by statute to "determine prospectively the rate of 
paymem to a health facilitv...based on a fair rate for reasonable costs incurred by 
the facility." AS 47.07.070. The statutes detail various factors which must be 
considered in determining the rate. Jd.

Since its inception, the Medicaid Rate Commission has set rates at ever-increasing 
levels. In FY 84, S21.7632 million was expended by the Department of Health and 
Social Services in medicaid payments to long-term care facilities. In FT 88 the 
projected expenditure for long-term facilities medicaid payments is S29.6313 
million, which is 30.1% of the entire medicaid budget. Percentage increases in rates 
paid to long-term care facilities between FY 83 and FY 88 are provided in the 
attachment. The lowest percentage increase in that period is 12.93%; the highest is 
131.05%. The average increase is 42.45% in that period. Id. The average daily rate 
paid to private long-term care facilities in FY 1988 is $212.11. Id.

The dramatic increase in medicaid rates has not resulted in large numbers of 
seniors being served by medicaid-funded long-term care. In FY 86, the total general 
fund medicaid expenditures for seniors (age 65 or over) were $14,823,000. Of that 
total, $3,823,000 was expended for non-long term facilities, which served 2,123 
seniors at an average expenditure of $1,801 per recipient. A total of $11,000,000 
was expended for medicaid long term care, which served 539 seniors at an average 
expenditure of $20,408 per recipient. See Haltcrman Report, Table 1.

The increased rates authorized by the MRC are due to a combination of factors.
The prospective rate setting system is based on costs incurred by the facilities during



a base year, which in practice has meant their previous fiscal year plus an inflation 
factor. The statutes set out the costs to be considered in setting rates and the MRC 
has, at the legislature's direction, promulgated regulations enumerating the rate- 
setting factors. In formulating rates, the MRC evaluates various components of 
facility costs during their base year, including: costs of current operation, including 
salaries and wages, purchased services, supplies, insurance, leases, depreciation, 
taxes, interest expense, maintenance and other operating eroenses; education; 
research; and appropriate capital development. AS 47.07.0/0; 7 AAC 43.685. In 
practice, the rate has been based on the actual historical costs of operating facilities. 
Alaska, unlike most states, does not impose an upper limit on reimbursement 
amounts to facilities.

The only statutorily-imposed standards require that the rate of payment be based on 
a fair rate for reasonable costs incurred by the facility. AS 47.07.070(a). 
Additionally, the MRC , in determining a rate, "may consider whether the rate of 
utilization of the facility has been reduced because of improvident or careless 
development of the facility." AS 47.07.070(c). Other than the generic cost items 
specified in the statute creating the MRC ,the "fair rate for reasonable costs" 
language, and a statutory directive that the MRC "consider the appropriation limit 
set by the legislature for the department's programs under [portions of Title 47] and 
available federal revenue" (AS 47.07.070(d)), there are no statutorily-imposed 
restrictions on what rates the MRC sets. However, the purpose section of the 
statute authorizing the Department of Health and Social Services to participate in 
the medicaid program is instructive. It provides that: "It is declared as a matte" of 
public concern that the needy persons of this state receive uniform and high qu.ility 
medical care, Tegardless of race, age, national oricin, or economic standing." AJ 
47.07.010.

Ninety percent (90%) of residents in long-term care facilities received medicaid 
coverage in April 1987, which is a typical month. See Halierman Report at 6. Since 
medicaid is a system which reimburses providers directly, every dollar of the 
approved rate flows directly to the institutions rendering the long-term care services. 
The national average cost of long-term care is S56 per day; the average daily rate in 
Alaska as of FY 88 is S212 Id. at 13-14; attachment. Thus, Alaska's daily rate is 
almost 400% of the national average. The higher cost of living in Alaska has been 
alluded to numerous times by the health care industry. See A Study of Factors 
Influencing Acute and Long Tenn Care Costs in Alaska. However, the 400% 
differential in daily rates is well above the increased cost of living in Alaska. The 
justification that it costs more because it costs more is no justification at all.

The overriding factor identified in the exorbitant rates paid to facilities in Alaska is 
the rates set by the MRC, which reimburse for almost all costs, no matter how 
inefficient a facility may be. The current rate structure does not reward thrift and 
ingenuity in adrru '.istering a facility nor does it consider the fact that many of the co­
located and long-term facilities were originally constructed with state grants. The 
MRC's rates thus allow facilities to obtain reimbursement for capital costs and 
depreciation, both of which were originally funded from state dollars. In essenc<_, 
the rates reward higher and higher expenditures and does not provide an offset for 
capital costs originally incurred by the state. The medical industry knows full well 
that whatever it spends, it will likely be reimbursed through the medicaid rate. The 
medical industry’s response has been that there is a higher level of service in Alaska. 
One doubts that any level of service could justify such a cost differential in daily 
rates.

DRAFT



Has the MRC, through its prospective rate setting process, in effect discriminated 
against non long-term medicaia eligible Alaskans by setting rates so high that 
funding for other needy Alaskans is greatly reduced? Have the high medicaid 
payment rates resulted in high rates being charged to people ineligible for medicaid, 
so that retired persons living on modest retirement incomes are unable to afford 
institutional care? It appears so. The next question is, why? If the true purpose of 
Alaska’s participation in the medicaid program is to ensure all needy recipients of 
access to medical care, why does the legislature continue to permit the MRC to 
operate as an independent body with no external ard only few internal controls? If, 
instead, Alaska’s public policy is to use the medicaid program to subsidize long-term 
care facilities which have small occupancy rates and inversely high daily rates, it 
should be so stated.

The MRC, viewed in a historical context, has operated quite well to insure facility 
survival. However, such is not the purpose of the federal medicaid statute, which 
was enacted by Congress to ensure that all categories of eligible needy persons 
receive Deeded medical care. The effect of the MRC prospective rate setting system 
is becoming clear to not only Alaskans.,but to the federal government, which 
currently matches Alaska’s medicaid contribution. The federal government has 
recentlvadvised the Division of Medical Assistance that although there is no upper 
limit on reimbursements in state law, there is an upper limit under federal criteria, 
which the state is exceeding. Thus, there very well may come a time, and soon, 
when the federal government refuses to match the State of Alaska's facility medicaid 
costs or matches only the 50% it deems reasonable. The state would then be liable 
to use general fund monies to make up the difference. Loss of federal dollars would 
be a heavy price to sustain an unstated policy of ensuring facility survival no matter 
how cost ineffective the facility maybe.

POPULATION AFFECTED

All Alaskans are potentially affected by this issue. Eligible medicaid populations 
may not receive funding for their medical needs if facility reimbursements continue 
not only to soak up the largest share of the DMA's total budget, but to require large 
annual increases in that budget. The Legislature has already signaled its 
unwillingness to fund DMA at requested levels. Two years ago, the state was forced 
to eliminate many services previously funded through the general relief medical 
program, which js solely a state funded medical program for the truly needy. In 
addition, no funds have been appropriated for the catastrophic illness program for 
the past two fiscal years. The Department of Health and Social Services has 
recentlv submitted a supplemental request of $183 million for the remainder of FY 
88, basically to cover the ever-increasing costs of payments to facilities. Medical 
assistance lor the needy cannot continue to depend on ever-increasing emergency 
requests to the Legislature.

Everyone is suffering during these times of fiscal austerity. As the economy 
continues to bottom out, many Alaskans are finding themselves in need of medical 
care. However, due to decreasing funding, those needs could go unmet. It is against 
this backdrop that the fundamental unfairness of the current medicaid 
reimbursement system must be viewed. Should the state, as a conscious or 
unconscious public policy decision, fund ever-inc casing private facility costs while 
the medical needs of other deserving Alaskans go unmet?

draft
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OPTIONS TO ADDRESS THE JSSUE

T h e  f o l l o w i n g  a r e  t h r e e  s f - t r r c m s  t c  c o n s i d e r :

1 .  A b c l i s h  t h e  M R C  a n d  a u t h o r i z e / ^  t h e  D H S S  t o  p e r f o r m  t h e  
r a t e  s e t t i n g  f u n c t i o n ;  t h e  D H S S  c o u l d  t h e r e f o r e  e n s u r e  t h a t  
t h e  t o t a l  f a c i l i t y  r e i m b u r s e m e n t  r a t e  d o e s  n o t  d r i v e s  i t s  
e n t i r e  b u d g e t  a n d  c o u l d  e n s u r e  t h a t  t h e  r a t e  p a i d  i s  n o *  
s u b s i d y  t o  t h e  f a c i l i t i e s  a t  t h e  e x p e n s e  o f  a l l  o t h e r  
c l a s s e s  o f  m e d i c a l  c o n s u m e r s  s e r v e d  b y  D H S S .  S t a f f  o f  t h e
M R C  s h o u l d  b e  l e f t  i n  p l a c e  a n d  b e c o m e  e m p l o y e e s  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 .

2 .  C o n t i n u e  t h e  M R C  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  i n  a n  a d v i s o r y  c a p a c i t y  t o  t h e  C o m m i s s i o n e r .  
T h e  D e p a r t m e n t  w o u l d  e n a c t  r e g u l a t i o n s  p r o v i d i n g  t h e  p o l i c i e s  
u n d e r  w h i c h  t h e  M R C  w o u l d  p r o p o s e  r a t e  s e t t i n g  r e g u l a t i o n s .

3 .  I f  t h e  M R C  c o n t i n u e s  t o  e x i s t  i n  s t a t u t e ,  t h e r e  m u s t  b e
s t a t u t o r y  c r i t e r i a  t o  l i m i t  f a c i l i t y  r e i m b u r s e m e n t ,  i n c l u d i n g
a u t h o r i t y  t o  i m p o s e  a c e i l i n g  o n  r e i m b u r s e m e n t  r a t e s .
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Fun d i n g .
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1
IN THE HOULIE

CS FOR HOUSE BILL NO. 348 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the Medicaid Rate Commission and

prospective payments to health facilities for certain 

medical services; and providing for an effective 

d a t e ."

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

11 * Section 1. AS 39.25.120(c) is amended b y  adding a n e w  p a r a g r a p h  to

12 j  r e a d :

13
(21) executive director for prospe c t i v e  payments to h e a l t h

14
f acilities in the Department of H e a l t h  and Social Services.

15 * Sec. 2. AS 47.07.040 is amended to read:

16 Sec. 47.07.040. STATE PLAN FOR P R O V I S I O N  OF M E D I C A L  ASSISTANCE.

17 The depa rt m e n t  shall prepare a state p l a n  u n d e r  [IN A C C O R D A N C E  WITH] 

the p r o v i s i o n s  of 42 U.S.C. 1396 - 1396p (Title XIX, Social S e c urity

19
Act, M e d i c a l  Assistance) and submit it for approval to the U n i t e d

2 0
States Department  of H e alth and H u m a n  Services. The plan  shall desig-

21
nate [THAT] the Department of H ealth and Social Services as_ [IS] the

2 2
single state agency to administer this plan. The department shall act

23
for the state in [ANY] n egotiations r e l ative to the submis s i o n  and

24
approv al of the plan. The department f, INCLUDING ''’HE M E D I C A I D  RATE

25
COMMISSION,] m a y  make those arrangements or r e g u l a t o r y  changes, not

26
i n c o nsistent w i t h  law, as m ay be r e q u i r e d  under federal law to o btain

27
and r etain approval of the United States Department of H e a l t h  and

2 8
H u m a n  Services to secure for the state the optimum federal p a yment

2 9
u n d e r  the p rovisions of 42 U.S.C. 1396 - 1396p (Title XIX, Social

 T _  n n i t n  i Q  i  \



Securit y Act, M e dical Assistance). In addition, the departme nt shall 

provide a report to the leg islature b y  [NO L A T E R  THAN] M a r c h  15 of 

each year concern ing the status of this program and recommendations, 

w i t h  supporting fiscal data, as to [ANY] changes in the coverage of 

eligible persons or services to be provided.

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

Sec. 47.07.065. P R O S P E C T I V E  P A Y M E N T  SYSTEM. The department 

shall adopt regulations n e c e s s a r y  to implement a system of p r ospective 

payments to h e a l t h  facilities under this chapter.

* Sec. 4. AS 47.07.071 is amended to read:

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

120 days after the end of the [EACH] fiscal year of a h e a l t h  facility, 

the facili ty shall submit to the department [COMMISSION] a report on 

the facility's financial perfor m a n c e  during the fiscal year.

* Sec. 5. AS 47.07.072 is amen ded to read:

Sec. 47.07.072. R E P O R T  BY THE D EPAR T M E N T  [COMMISSION]. Not 

later than September 30 of each year, the department [COMMISSION] 

shall submit to the governor a report on the prospec tive payments  made 

under this chapter during the current fiscal year and an estimate of 

the prosp e c t i v e  payments that w i l l  be m a d e  during the r e m a inder of the 

current fiscal year and the next fiscal year. The report shall state 

the assumptions that are use d as a basis for the estimates.

* Sec. 6. AS 47.07.190 is amended to read:

Sec. 47.07.190. E M P L O Y M E N T  OF PERSONNEL. The commi s s i o n e r  

[COMMISSION] m a y  emp'.ov and determine the salary of an executive 

director for prospective payments to health f a c i l i t i e s . With the 

approval of the c ommissioner [COMMISSION], the executive directo r m a y  

select and employ additional staff. [THE COMMISSION SHALL BF A S S I S T E D  

BY THE OFFICERS OR PERSONNEL OF THE D E P A R T M E N T  AS THE C O M M I S S I O N E R  OF 

CSHB 348 ( ) - 2 - _____ ____________________________________________
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H E A L T H  A N D  SOCIAL SERVICES SHALL DIRECT.] The executive director [OF 

THE COMMISSION] is in the partially exempt service under AS 39.25.120 

[AS 39.25].

* Sec. 7. AS 4 7.07.900 is amended by a d d i n g  a n e w  p a r a g r a p h  to read:

(11) ’'commissioner" means the c o m m i s s i o n e r  of h e a l t h  and

social services.

* Sec. 8. AS 47.25.195(b) is amended to read:

(b) A h e a l t h  facili ty receiving a p a yment  u nder this chapter is

subject to the requ ir e m e n t s  of AS 47.07 [AS 47.07.070 - 47.07.075].

* Sec. 9. AS 47.25.195(d) is amended to read:

(d) If insufficie nt m o n e y  is a p p r o p r i a t e d  to fund m e d i c a l  a s s i s­

tance u n d e r  AS 47 .25.120 - 47.25.300 w h e n  taking into consideration  

p r o j e c t e d  use and the h e a l t h  f acility p a y m e n t  rates establ i s h e d  under 

AS 47.07 [IN A C C O R D A N C E  W I T H  (b) OF THIS SECTION], the department may, 

b y  regulation, e s t a b l i s h  at any time in the fiscal  year a prospective 

pro rata r e d u c t i o n  of the facilities' e s t a b l i s h e d  payment rates that 

w i l l  be paid b y  the department for services p r o v i d e d  by facilities 

u n d e r  AS 47.25.120 - 47.25.300;

* Sec. 10. AS 47.25.195(e) is amended to read:

(e) N o t w i t h s t a n d i n g  (a) - (d) of this section, the department

m a y  enter into agreem ents with any f a c i l i t y  to p r ovide services at a 

p a yment rate lower than the rate e s t a b l i s h e d  u nder AS 47.07 [IN A C C O R­

DANCE W I T H  (b) OF THIS SECTION].

* Sec. 11. AS 39.25.110(23); AS 47.07.070, 47.07.073, 47.07.074, 47.- 

07.075, 47.07.110, 47.07.120, 47.07.130, 47.07.140, 47.07.150, 47.07.160, 

47.07.170, 47.07.180, and 47.07.900(4) are repealed.

* Sec. 12. This Act takes effect i mmedi ately under AS 01.10.070(c).
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