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M E M O R A N D U M
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glasifea g>tste Hegistature 

S e n a t e

(Office of tf)e &ecretarp RO. BOX V 
CAPITO L BUILDING 

JU NEAU . A LA S K A  99811

TO: S e n a t o r  J o h n e  Binkley, C o - c h a i r m a n
S e n a t o r  R i c k  Uehling, C o - c h a i r m a n  

'"'Finance Committee

FROM: N a n c y  Quint o
S e c r e t a r y  cf the S e na te

RE: E x e c u t i v e  O rd er  No. 72

T h e  P r e s i d e n t  h a s  r e f e r r e d  E x e c u t i v e  O r d e r  No. 72 
( t r a ns fe r ri ng  the r a t e - s e t t i n g  a n d  som e  o t h e r  relat ed  
f u n c t i o n s  of t he M e d i c a i d  R a t e  C o m m i s s i o n  to the D ep ar tm en t  
of h e a l t h  a nd Social Services) t o  y o u r  committee.

S e c t i o n  23, A r t i c l e  III of t h e  C o n s t i t u t i o n  states:

T h e  g o v e r n o r  m a y  mak e c h a n ge s in t h e  o r g a n i z a t i o n  
of t h e  ex ec ut iv e  b r a n c h  o r  in t h e  a s s i g n m e n t  of 
f u n c ti o ns  among the e x e c u t i v e  b r a n c h  or in the 
a s s i g n m e n t  of functions a m o n g  its u n i t s  w h i c h  
h e  c o n s i d e r s  n e c e s s a r y  f o r  e f f i c i e n t  
admini st ra ti on . W h e r e  t h e s e  c h a n g e s  r e q u i r e  the 
f o rc e of law, t he y shall b e  set f o r t h  in ex ec ut i ve  
orders. T h e  legis la tu re  shall h a v e  s i x t y  da ys  of 
a r e g u l a r  session, or a full s e s s i o n  if of shor te r  
duration, to di sa pp ro ve  t h e s e  e x e c u t i v e  orders. 
U n l e s s  d i s a p p r o v e d  by r e s o l u t i o n  c o n c u r r e d  in b y  a 
m a j o r i t y  o f  the m e m be rs  in j o i n t  session, these 
o r d er s b e c o m e  effective at a d a t e  t h e r e a f t e r  to be 
d e s i g n a t e d  b y  the governor.

A t t a c h m e n t



S t a t e  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J O  N E A 0

J a n u ar y 9, 1989

T h e  H o n o r a b l e  T i m  K e l l y  
P r e s i d e n t  of the S e n a t 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  
Juneau, A K  99811

D e a r  S e n a t o r  Kelly:

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 23, of the A l a s k a  C o n s t i­
tution, I am t r a n s m i t t i n g  E x e c u t i v e  O r d e r  No. 72, tr an sf e r r i n g  
the r a t e - s e t t i n g  function, and some o t h e r  r e l a t e d  functions, r e­
g a r d i n g  h o s p i t a l s  a nd l o n g - t e r m - c a r e  f ac il i t i e s  u nder the 
m e d i c a i d  a nd g e n e r a l  r e l i e f - m e d i c a l  p r o g r a m s  fro m the M e d i c a i d  
R a t e  C o m m i s s i o n  to the D e p a r t m e n t  o f  H e a l t h  and Social Services. 
In line w i t h  that t ra nsfer, and in r e c o g n i t i o n  t h a t  the c o m m i s­
sion w i l l  b e  p r o v i d i n g  a d vi ce  to the d e p a r t m e n t  on rate-setting, 
t he E x e c u t i v e  O r d e r  c h a n g e s  the name o f  the c o m m i s s i o n  to the 
M e d i c a i d  R a t e  A d v i s o r y  Commission.

T h e  O r d e r  r e a s s i g n s  t he fun ct io n of r a t e - s e t t i n g  to the d e p a r t­
ment, to link it w i t h  the d e p a r t m e n t ' s  p o l i c y - s e t t i n g  and b u d g e t­
ing f u n c t i o n s  for the t wo programs, thus i n c r e a s i n g  o v e ra ll  e f f i­
ci e n c y  in the a d m i n i s t r a t i o n  of t h e s e  c l o s e l y  in te gr a te d 
f u n c t i o n s .

T h i s  t r a n s f e r  w i l l  a l l o w  the state to t a k e  e f f e c t i v e  m a n a g e m e n t  
c o n t r o l  so th a t r at e s set, in the a gg re ga t e,  m e e t  federal s t a n­
dards, thus a s s u r i n g  tha t the  r e c e i p t  o f  fed er al  m o n e y  u n d e r  the 
m e d i c a i d  p r o g r a m  is n o t  put in q u e s t i o n  b y  the r a t e - s e t t i n g  p r o­
cess. A d d i t i o n a l l y ,  this t r a n sf er  w i l l  e n a b l e  b e t t e r  m a n a g e m e n t  
of the r e s o u r c e s  t h a t  A l a s k a  a ll ocates to the in s ti t u t i o n a l  care 
o f  its n e e d y  c i t i ze n s and for bet-* er e v a l u a t i o n  of the e f f e c t i v e­
ness of t h o s e  services.



The H o n o r a b l e  T i m  K e l l y  . • Pa ge  2

In summary, t r a n s f e r r i n g  the r a t e - s e t t i n g  function, a nd some 
other r e l a t e d  functions, o f  tho M e d i c a i d  Ra te  C o m m i s s i o n  to 
the D e p a r t m e n t  o f  H e a l t h  an d b o c i a l  Services w i l l  p r o d u c e  a 
single, m o r e  effective, and e co no m i c a l l y  s ound w a y  of 
sett in g rates and  d ev el o p i n g  p o l i c y  for i n s t i t u t i o n a l  care 
p r o v i d e d  to n e e d y  A l a s k a n s  u n d e r  these programs. I find 
that this t r a n s f e r  is necessriry\ for the e f f i c i e n t  a d m i n i s­
tration o f  t he se  programs. /  J /  \

V S incerely/ )n
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EXECUTIVE ORDER NO. 72 

Under th e  a u th o r ity  o f  a r t .  I l l ,  s e c .  23 , o f  th e  A laska C o n st itu t io n ,  

and in  accordance w ith  AS 2 4 .0 8 .2 1 0 , I order th e  fo llo w in g :

* S e c tio n  1. FINDINGS. As governor, I  f in d  th a t i t  would be in  the  

b e s t  in t e r e s t s  o f  e f f i c i e n t  a d m in istra tio n  to  t r a n s fe r  che r a t e - s e t t in g  and 

some o th er  r e la te d  fu n c tio n s  o f  the M edicaid R^te Commission to  th e  De­

partment o f  H ealth  and S o c ia l  S e r v ic e s . Those fu n c tio n s  o f  th e  comm ission  

are in t e g r a l ly  r e la te d  to  p o l ic y - s e t t in g  and bud geting  fu n c tio n s  o f  the  

departm ent, and the tr a n s fe r  would g r e a t ly  improve e f f i c i e n t  adm in is­

t r a t io n ,  to  th e  b e n e f i t  o f  a l l  A laskans.

* S ec . 2 . AS 3 9 .2 5 .1 1 0 (2 3 )  i s  amended to  read:

(23) th e  e x e c u tiv e  d ir e c to r  o f  the M edicaid Rate A dvisory  

Commission;

* S ec. 3 . AS 4 7 .0 7 .0 4 0  i s  arended to  read:

S ec . 4 7 .0 7 .0 4 0 . STATE PLAN FOR PROVISION OF MEDICAL ASSISTANCE. 

The department s h a l l  prepare a s ta t e  p lan  in  accordance w ith  the  

p r o v is io n s  o f  42 U .S .C . 1396 — 1396p ( T i t l e  XIX, S o c ia l  S e c u r ity  A ct, 

M edical A ss is ta n c e )  and subm it i t  fo r  approval to  t h .  U nited  S ta te s  

Department o f  H ealth  and Human S e r v ic e s . The p lan  s h a l l  d e s ig n a te  

th a t th e  Department o f  H ealth  and S o c ia l  S e r v ic e s  i s  th e  s in g le  s t a t e  

agency to  ad m in ister  t h is  p la n . The department s h a l l  a c t fo r  the  

s t a t e  in  any n e g o t ia t io n s  r e la t iv e  to  th e  subm ission  and approval o f  

the p la n . The d e p a r tm e n t, INCLUDING THE MEDICAID RATE COMMISSION,] 

may make th o se  arrangem ents or r e g u la to r y  changes, not in c o n s is te n t  

w ith  law , as may be req u ired  under fe d e r a l law to  o b ta in  and r e ta in  

approval o f  th e  U nited  S ta te s  Department o f  H ealth  and Human S e r v ic e s  

to  secu re  fo r  the s t a t e  th e  optimum fe d e r a l payment under th e  pro­

v is io n s  o f  42 U .S .C . 1396 - -  1396p ( T i t l e  XIX, S o c ia l  S e c u r ity  A ct, 

M edical A s s is ta n c e ) .  In a d d it io n , the department s h a l l  p rov id e  a
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rep ort to  the l e g i s la t u r e  no la t e r  than March 15 o f  each year  concern­

in g  the s ta tu s  o f  t h is  program and recommendations, w ith  supp ortin g  

f i s c a l  d a ta , as to  any changes in  the coverage o f  e l i g i b l e  p ersons or 

s e r v ic e s  to  be p rov ided .

* S ec . 4 . AS 4 7 .0 7 .0 7 0  i s  amended to  read:

Sec. 4 7 .0 7 .0 7 0 . PAYMENT TO HEALTH FACILITIES. (a ) The commis­

s io n  s h a l l  a d v ise  th e  department on the p r o sp e c tiv e  [DETERMINE PRO- 

SPECTIVELY THE] r a te  o f  payment to a h e a lth  f a c i l i t y  under t h is  chap­

te r  and AS 4 7 .2 5 .1 2 0  - -  4 7 .2 5 .3 0 0  based on a f a i r  r a te  fo r  reason ab le  

c o s ts  incurred  by the f a c i l i t y .  The department s h a l l  s e t  th e  r a te s  o f  

payment to  a h e a lth  f a c i l i t y .  The department [COMMISSION] s h a l l  by 

r e g u la t io n  l i s t  the fa c to r s  i t  co n sid ers  in  making i t s  r a te  determ ina­

t io n s  under t h is  s e c t io n, a f t e r  c o n s id er a tio n  o f  any recommendations 

made by the com m ission.

(b) In determ in ing a r a te  o f  payment to  a h e a lth  f a c i l i t y  under 

t h is  s e c t io n , the department [COMMISSION] s h a l l  co n sid er  th e  propor­

t io n a te  share o f  th e  f a c i l i t y ' s  f in a n c ia l  requirem ents fo r  p a t ie n t  

care for

(1) c o s ts  o f  curren t o p e r a tio n s , in c lu d in g  s a la r ie s  and 

w ages, purchased s e r v ic e s ,  s u p p lie s , in su ran ce, l e a s e s ,  d e p r e c ia t io n ,  

ta x e s , in t e r e s t  expense, m aintenance and o th er h e a lth  f a c i l i t y  o p era t­

ing  ex p en ses; and

(2) ed u ca tio n , re sea rch , and appropriate  c a p ita l  d eve lop ­

ment.

(c )  In determ in ing a r a te  o f  payment to  a h e a lth  f a c i l i t y  under 

t h is  s e c t io n , th e  department [COMMISSION] may con sid er  w hether the  

r a te  o f  u t i l i z a t io n  o f  th e  f a c i l i t y  has been reduced because o f  impro­

v id e n t or c a r e le s s  development o f  th e  f a c i l i t y .

(d) In determ in ing a r a te  o f  payment to  a h e a lth  f a c i l i t y  under 
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t h is  s e c t io n ,  the department [COMMISSION] s h a l l  c o n s id er  the appro­

p r ia t io n  l im it  s e t  by th e  l e g i s la t u r e  fo r  th e  departm ent's programs 

under t h is  chapter and undei .\S 4 7 .2 5 .1 2 0  — 4 7 .2 5 .3 0 0 , and a v a i la b le  

fe d e r a l revenue.

* Sec . 5 . AS 4 7 .07 .071  i s  amended to  read:

S ec . 4 7 .0 7 .0 7 1 . REPORTS BY HEALTH FACILITIES. Not la t e r  than  

120 days a f t e r  th e  end o f  each f i s c a l  year o f  a h e a lth  f a c i l i t y ,  the  

f a c i l i t y  s h a l l  subm it to  the department [COMMISSION] a r e p o r t on the  

f a c i l i t y ' o  f in a n c ia l  perform ance during the f i s c a l  y ea r .

* S ec. 6 . AS 4 7 .0 7 .0 7 2  i s  amended to  read:

S ec. 4 7 .0 7 .0 7 2 . REPORT BY THE DEPARTMENT [COMMISSION]. Not 

la te r  than September 30 o f  each yea r , the department [COMMISSION] 

s h a l l  submit to  the governor a rep ort on the p r o sp e c tiv e  payments made 

under t h is  chapter during the cu rren t f i s c a l  year and an e s tim a te  o f  

the p r o sp e c tiv e  payments th a t w i l l  be made during th e  rem ainder o f  the  

current f i s c a l  year and the n ex t f i s c a l  year . The rep o r t s h a l l  s t a t e  

the assum ptions th a t  are used as a b a s is  fo r  th e  e s t im a te s .

* S ec . 7 . AS 4 7 .0 7 .0 7 3  i s  amended to  read:

S ec . 4 7 .0 7 .0 7 3 . UNIFORM ACCOUNTING, BUDGETING, AND FINANCIAL 

REPORTING. (a) The department [COMMISSION] by r e g u la t io n  s h a l l  

req u ire  a uniform  system  o f  am ou n tin g ; h u d getin g , and f in a n c ia l  

rep o rtin g  fo r  h e a lth  f a c i l i t i e s  r e c e iv in g  p r o sp e c tiv e  payments under 

t h is  ch ap ter . The r e g u la t io n s  s h a l l  provide fo r  r e p o r tin g  reven u es, 

exp en ses, a s s e t s ,  l i a b i l i t i e s ,  and u n its  o f  s e r v ic e .  The department 

[COMMISSION] s h a l l  s p e c ify  th e  d ate the system  becomes e f f e c t i v e  fo r  

each h e a lth  f a c i l i t y .

(b) In adopting  r e g u la t io n s  under t h is  s e c t io n ,  th e  department 

[COMMISSION] s h a l l  co n sid er

(1) a cco u n tin g , b u d getin g , and f in a n c ia l  re p o r tin g
-3 -
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procedures used  tr h e a lth  f a c i l i t i e s ;

(2) v a r ia t io n s  among h e a lth  f a c i l i t i e s  in  th e  ty p es o f  

h e a lth  care s e r v ic e s  provided  by h e a lth  f a c i l i t i e s ;

(3) the s iz e  and o r g a n iz a t io n a l s tr u c tu r e  o f  h e a lth  f a c i l ­

i t i e s ;

(4) the methods u sed  by h e a lth  f a c i l i t i e s  to  o b ta in  pay­

m ents; [AND]

(5) o th er  fa c to r s  the department [COMMISSION] co n sid ers  

r e le v a n t ; and

(6) the recommendations o f  the com m ission.

(c )  The department [COMMISSION] may waive or m odify a r e q u ir e ­

ment fo r  accou n tin g , b u d g etin g , or f in a n c ia l  rep o r tin g  fo r  a h e a lth  

f a c i l i t y  i f  w aiver or m o d if ic a t io n  i s

(1) n e cessa ry  to  avo id  e x c e s s iv e  c o s ts  to  the f a c i l i t y ;  and

(2) c o n s is t e n t  w ith  the p o l i c i e s  o f  t h is  ch ap ter .

(d) N otw ithstan d in g  o th er  p r o v is io n s  o f  t h is  s e c t io n ,  th e  de­

partment [COMMISSION] may, by r e g u la t io n , m odify the system  o f  ac­

cou n tin g , b u d getin g , and f in a n c ia l  re p o r tin g  req u ired  under t h is  

s e c t io n  fo r  a h e a lth  f a c i l i t y  having few er than 25 acu te  care beds in

order to  reduce the o p era tin g  c o s t s  o f  th a t  f a c i l i t y .

* S ee . 8 . AO 4 7 .0 7 .0 7 5  i s  amended to  read;

S ec . 4 7 .0 7 .0 7 5 . APPLICATION OF ADMINISTRATIVE PROCEDURE ACT. 

A ction s o f  the department regard in g  h e a lth  f a c i l i t y  payment r a te s

[COMMISSION] under t h is  ch apter [AS 47 .07 ] and AS 4 7 .2 5 .1 2 0  — 4 7 .2 5 .-  

300 are su b jec t to  the p r o v is io n s  o f  th e  A d m in istra tive  Procedure Act 

(AS 4 4 .6 2 ) .

* S ec. 9 . AS 4 7 .0 7 .1 1 0  i s  amended to  read;

S ec . 4 7 .0 7 .1 1 0 . MEDICAID RATE ADVISORY COMMISSION ESTABLISHED. 

The M edicaid Rate A dvisory Commission i s  e s ta b lis h e d  in  th e  Department 
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* S ec. 10. AS 4 7 .0 7 .1 8 0  i s  amended to  read:

Sec. 4 7 .0 7 .1 8 0 . DUTIES. (a ) The comm ission s h a l l  rev iew  pro­

posed payment r a te s  [AND MAY REVIEW BUDGETS] o f  h e a lth  f a c i l i t i e s  and 

a d v ise  th e  department on [ESTABLISH] payment r a te s  fo r  h e a lth  f a c i l ­

i t i e s  under t h is  chapter and AS 4 7 .2 5 .1 2 0  — 4 7 .2 5 .3 0 0 .

(b) The com m ission s h a l l  a d v ise  [CONSULT WITH] the department on 

the s t a t e  p lan  as i t  r e la t e s  to  h e a lth  f a c i l i t i e s .  [THE COMMISSION 

MAY NOT CHANGE THE UNIT OF PAYMENT WITHOUT THE WRITTEN CONSENT OF THE 

DEPARTMENT.]

(c ) When th e  department e n te r s  in to  a s u b s t a n t ia l ly  r e v is e d  

s t a t e  p lan  under AS 4 7 .0 7 .0 4 0 , and when, as p art o f  th e  r e v is e d  s t a t e  

p la n , the department [COMMISSION] adopts r e g u la t io n s  th a t [WHICH] 

s u b s ta n t ia l ly  change th e  methods used  or the fa c to r s  co n sid ered  in  

determ ining the p r o sp e c tiv e  payment r a te s ,  th e  comm ission may, a t  i t s  

d is c r e t io n , recommend th a t  th e  department redeterm ine the p r o sp e c tiv e  

payment r a te s  fo r  a l l  f a c i l i t i e s  from the e f f e c t i v e  d ate o f  the new 

r e g u la t io n s  forw ard. Each redeterm ined r a te  w i l l  be e f f e c t i v e  from 

the date o f  th e  departm ent' s [COMMISSION'S] new order as to  each 

f a c i l i t y .

(d) By March 1 o f  each y e a r , th e  department [COMMISSION] s h a l l  

develop fo r  the f i s c a l  year s ta r t in g  th e  n ex t J u ly  1 an annual e s t i ­

mate o f  m ed ical a s s is ta n c e  program exp en d itu res in  h e a lth  f a c i l i t i e s  

under the j u r is d ic t io n  o f  the department under t h is  chapter and 

AS 4 7 .2 5 .1 2 0  — 4 7 .2 5 .3 0 0  [COMMISSION]. The e stim a te  s h a l l  con sid er  

a n t ic ip a te d  u t i l i z a t i o n  and payment r a te s  fo r  each f a c i l i t y .  The 

m ethodology used by th e  department [COMMISSION] to  develop  th e  e s t i ­

mate s h a l l  be c o n s is t e n t  w ith  th e  r e g u la t io n s  govern ing th e  d ep art­

ment 1s [COMMISSION'S] r a t e - s e t t in g  p r o c e ss .
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1 * Sec. 11. AS 47.07.190 is amended to read:

2 S ec . 4 7 .0 7 .1 9 0 . EMPLOYMENT OF PERSONNEL. The department [COM-

3 MISSION] ma y employ and determine the salary of an executive director

4 wh o shall provide staff assistance to the c o m m i s s i o n . W i t h  the ap-

5 proval of the department [COMMISSION], the executive director may

6 I select and employ additional staff. The commission shall be assisted

7 by the officers or personnel of the department as the commissioner of

8 health and social services directs [SHALL DIRECT], The executive

9 director of the commission is in the exempt service under AS 39.25.

10 * Sec. 12, AS 47.07.900(4) is amended to read:

11 (4) "commission" means the M edi ca id  Rate Ad vi s o r y  Commis-

12 sion;

13 * Sec. 13. TRANSITION. Regulations related to rate-setting and proce-

14 dures adopted by the Me dicaid Rate Commission under authority of AS 47.07.-

15 040 —  47.07.900 before the effective date of this Order, rem ain  in effect

16 u ntil regulations relating to those functions are adopted by the D epartment

17 of Health and Social Services under AS 47.07.040 —  47.07.900 (as amended

18 by this Order), and take effect. The Department of He al t h  and  Social

19 I Services shall administer those Me di c a i d  Rate Commission regulations until

20 its own regulations take effect.

21 * Sec. 14. COMMISSION MEMBERSHIP. The current me mbership of the

22 Me di cai d Rate Commission is not affected by the transfer of functions under

23 this Order.

24 * Sec. 15. This Order takes effect M a r c h  11, 1989.

25

26
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FISCAL NOTE
• _________R EQ U EST

Health s Social ServicesRevision Dale:
Tide: Ex ec utive Order m a k i n g  > h e  h r i j .  Medicaid Rate Caniussion 
M e d i c a i d  -Rate -Commission advisory ----- ----------- ------ -------

Sponsor: Rules Committee T
Requestor: Governor:, T

Components ‘ M ed ica id  Rate r'em nission

EXPEND ITURES/REVENUES: (Thousands of Dolton)
OPERATING FY 89 FY 90 FY 92 FY 93 FY  94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

REVENUE

ANALYSIS : (Attach a separate page if necessary)
The Division does not anticipate a change in appropriations for the Medicaid 
Rate Comiission as a result of passage of this bill.

Prepared by: Kim  Busch
Division: « Medical Assistance

Phone : J 6 5 :.3355. 

Date: — UlLlAK—
Approved by Dale: ^  - f f P
A gen cy :----------------PHSS ■ —  . U --------     7Agency:
Distribution (bypreparer): 

Legislative Finance 
Legislative Sponsor 
Requestor
OfOce of Management and Budget 
Impacted Agency(ies)

CAPITAL

GENERAL FUND 
FEDERAL FUNDS 
OTHER
total

FULL-TIME
PART-TIME
TEMPORARY

FUNDING : (Thousandsof Dollars)

PO S IT IO N S :




