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STATE OF ALASKA BILL VERSION: CSSB431 (FIN)
19S0 LEGISLATIVE SESSION PUBLISH DATE.

FISCAL NOTE

REQUEST -
Revision Dote: Agency Affected; DHSS
Title: An Act relating to health facility payment BRU: Administrative Services
rotes
Sponsor: Senate HESS Components:  Medicaid Rote Advisory Commission

Requestor: Senate HESS

EXPEND!TURES/REVENUES= (Thousands of Dollars)

OPERATING Fy 91 FY92 FY93 FYo4 FY 95 FY 96
PERSONAL SERVICES 164.8 197.7 197.7 197.7 197.7 197.7
TRAVEL 7.6 7.6 7.6 7.6 7.6 7.6
CONTRACTUAL 16.0 154 15.4 154 15.4 15.4
SUPPLIES 3.2 3.2 3.2 3.2 3.2 3.2
EQUIPMENT 28.8 15 15 15 15 15
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 220.4 225.4 225.4 2254 225.4 225.4

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND 110.2 112.7 1127 112.7 112.7 112.7
FEDERAL FUNDS 110.2 112.7 112.7 112.7 112.7 112.7
OTHER

TOTAL 220.4 225.4 225.4 225.4 2254 225.4
POSITIONS:

FULL-TIME 4 4 4 4 4 4
PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

There is no effect on FY90. See attached analysis for effect on FY91 - FY96.

Prepared by: Jock Nielson. Executive Director Phone: 562-1996
Division: Medicoid Rote Advisory Qemmission Dote: 04/19/90
Approved by Commissione$ r d&fcr Date: f/79/fb
Agency: Deportment of Health & Social Semvioes <

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
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April 19, 1990 Fiscal Note CSSB431 (FIN)

Facility reimbursement rates for medicaid and general relief
medical are currently set by use of a consistent methodology. This
bill will require the department to issue written findings and
conclusions regarding the rate established by the department for
each facility. The bill also provides that the Commission may

review alternative rate setting methodologies and requires the
Commissioner to appoint a technical advisory committee and to hold
public hearings regarding rate setting regulations and the
extablishment of a new rate setting methodology.

The increased demand placed by the requirement of detailed findings

and the legislative expectation of activity, including committee
meetings and public hearings, to establish a new rate setting
system will require at Jleast two additional budget analysts.
Without these positions, the requirements of the bill cannot be met

without impairing the staff's capacity to meet the present demands
placed on them, not only regarding rate rate setting, but also to
fully protect the state's position in our relationship to the
federal Health Care Financing Administration.

The bill also requires that a hearing <concerning appeals of
disputed rates be conducted within 120 days. Two positions are
required to satisfy this provision: An appeals specialist (Budget
Analyst 111), and a secretary. The appeals specialist will answer
discovery requests and requests for information, participate in
depositions, serve as an expert witness, and perform other
technical analysis. The secretary will provide critical word

processing support to the current hearings examiner.

SUMMARY of FUNDING REQUIREMENTS CSSB431 (FIN)

FYol FY92 - FY96
Line 100
Department Rate Setting Staff
Program Budget Analysts 111
2 PFT @ Range 19A 10 months
71100 Salary 66,720 80,064
71600 Benefits 24,707 29, 649
Department Appeals Staff
Program Budget Analyst 111
1 PFT @ Range 19A 10 months
71100 Salary 33,360 40,032
71600 Benefits 12,354 14,824



April

Line

Line

Line;

Line

19,

1990

Secretary |

1 PFT Q Range

200
72240

72250

300
73300

73323
73500
73850

400
74200

74560

500
75790
75830

75830
76055
75690

10B 10 months
71100 Salary
71600 Benefits

TOTAL LINE 100

Field Travel

Per Diem
TOTAL LINE 200

Communications

Install 4 new phones
Printing, Binding
Office Space 4 new pos

TOTAL. LINE 300

Office Supplies
DP Supplies
TOTAL LINE 400

Telephones 4 new pos.

3 Enhanced PCs w/

Peripherals 0 6.3 ea

1 Std PC w/Peripherals

Office furn.

Replacement Equipment
TOTAL LINE 500

GRAND TOTAL

4 new pos.

Fiscal

FY91

18,930
8.. 683
164,754

4,000
3, 600
7,600

4,160
670
1,600
9, 600
16,030

1,600
1.600
3,200

720
18,900
4,000
5,200
28.820

$220,404

Note CSSB431

FY92 - FY96

22,716
10*419
197,704

4,000

316iQQ.
7,600

4,160
1,600

15,360

1,600

3,200

1.t-50.0.
1.500

$225,364

(FIK)



Original sponsor(s): HESS Committee

IN THE SENATE BY THE FINANCE COMMITTEE

CS FOP SENATE BILL NO. 431 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to health facility payment rates;
and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 47.07.070(a) is amended to read:

(a) The [COMMISSION SHALL ADVISE THE] department shall set [C
the prospective rate of payment to a health facility under this chap—
ter and AS 47.25.120 - 47.25.300 based on a fair rate for reasonable
costs 1incurred by the facility. The department may not set a rate
until after a public hearing before the Medicaid Rate Advisory Commis—
sion except that this hearing requirement 1is not applicable if a new
rate 1is 1immediately necessary to afford exceptional relief to a
facility as determined under regulations adopted by the department.
[THE DEPARTMENT SHALL SET THE RATES OF PAYMENT TO A HEALTH FACILITY.]
The department shall by regulation list the factors it considers in
making its rate determinations under this section. A rate set under
this section does not take effect until it is approved in writing by
th? commissioner of health and social services or the agency assigned
by the commissioner to perform this function. The written determina—
tion of a rate set by the department after a hearing must include a
statement of the department ™ findings, a description of the basis of
the findings and conclusions, a citation to the regulations supporting
the findings and conclusions, and a statement of the decision [, AFTER
CONSIDERATION OF ANY RECOMMENDATIONS MADE BY THE COMMISSION].

* Sec. 2. AS 47.07.070 is amended by adding a new subsection to read:
-1- CSSB 431 (Fin)



(f) The commissioner of health and social services shall appoint
a technical advisory committee and hold public hearings on the depart—
ment"s rate setting regulations, rate setting methodology, and alter—
native payment systems.

* Sec. 3. AS 47.07.075 is amended to read:

Sec. 47.07.075. APPLICATION OF ADMINISTRATIVE PROCEDURE ACT.
Actions of the department regarding health facility payment rates
under this chapter and AS 47.25.120 - 47.25.300 are subject to the
provisions of the Administrative Procedure Act (AS 44.62) except as
provided in (b) of this section.

* Sec. 4. AS 47.07.075 is amended by adding a new subsection to read:

(b) The commissioner shall, by regulation, establish time limi
applicable to the various phases of an administrative appeal process
involving an appeal of the amount of a payment rate set by the depart—
ment for a facility. The time limits set under the regulations super—
sede conflicting time limits in AS 44.62.330 - 44.62.630. The regu—
lations must provide that

(1) a hearing for an appeal described 1in this subsection
must be scheduled under AS 44.62.410 to occur no more than 120 days
after written notice of rate appeal has been received by the depart—
ment from a facility unless the facility requests a delay or good
cause for the delay is demonstrated to the satisfaction of the hearing

1
9 }
officer;

(2) the commissioner must, within 30 days after receiving !
the recommendation of the hearing officer, either render a decision in *
the case or refer the case back to a hearing officer for additional )
findings;

(3) if either time 1limit set under (1) or (2) of this
subsection 1is not met, the department shall report the noncompliance

CSSB 431 (Fin) -2-



to the legislature and the governor by the following January 20 with
an explanation of the length of delay, reasons for the delay, and
proposed corrective action by the department to ameliorate the causes
of delay.

Sec. 5. AS 47.07.180(a) 1is amended to read:

() The commission shall [REVIEW PROPOSED PAYMENT RATES OF
HEALTH FACILITIES AND] advise the department on policies relating to
payment rates for health facilities under this chapter and AS 47.25.-
120 - 47.25.300. The commission may also review the department
regulations on payment rates and recommend an alternative rate-setting
system if it determines that the departments system is inadequate.
Sec. 6. AS 47.07.180(c) 1is repealed.

Sec. 7. This Act takes effect July 1, 1990.
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L IN THE SENATE

2 CS FOR SENATE BILL NO. 431 ( )

3 IN THE LEGISLATURE OF THE STATE OF ALASKA
! SIXTEENTH LEGISLATURE - SECOND SESSION

> A BILL

For an Act entitled: "An Act relating tohealth facility payment rates;

! and providing for aneffective date.ll

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

° * Section 1. AS 47.07.070(a) 1is amended to read:

10 (a) After a public hearingbefore the Medicaid Rate Advisory
t Commission, [THE COMMISSION SHALL ADVISE] the department shall set
12 [ON] the prospective rate of payment to a health facility under this
< chapter and AS 47.25.120 - 47.25.300 based on a fair rate for reason—
“ able costs incurred by the facility. [THE DEPARTMENT SHALL SET THE
15 RATES OF PAYMENT TO A HEALTH FACILITY.] The department shall by

16
regulation list the factors it considers in making its rate determina—

17
tions under this section. A rate set under this section does not take

1 effect until it 1is approved in writing by the commissioner of health
0 and social services or the agency assigned by the commissioner to
20 perform this function. The written determination of a rate set by the
4 department after a hearing must include a statement of the depart—
2 ment"s findings, a description of the basis of the findings and con—
2 clusions, a citation to the regulations supporting the findings and
2 conclusions, and a statement of the decision [, AFTER CONSIDERATION OF
2 ANY RECOMMENDATIONS MADE BY THE COMMISSION].

2 * Sec. 2. AS 47.07.070 is amended by adding a new subsection to read:

°! @) The commissioner of health and social services shall appoin
2 a technical advisory committee and hold public hearings on the depart—
29

ment*s rate setting regulations, rate setting methodology, and

-1- CSSB 431( )
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alternative payment systems.
Sec. 3. AS 47.07.075 1is amended to read:

Sec. 47.07,075. APPLICATION OF ADMINISTRATIVE PROCEDURE ACT.
Actions of the department regarding health facility payment rates
under this chapter and AS 47.25. 120 - 47.25.300 are subject to the
provisions of the Administrative Procedure Act (AS 44.62) except as
provided in (b) of this section.

Sec. 4. AS 47.07.075 1is amended by adding a new subsection to read:

(b) The commissioner shall, by regulation, establish time limits
applicable to the various phases of an administrative appeal process
involving an appeal of the amount of a payment rate set by the depart—
ment for a facility. The time limits set under the regulations super—
sede conflicting time limits in AS 44.62.330 - 44.62.630. The regu—
lations must provide that

(¢D) a hearing for an appeal described in this subsection
must be scheduled under AS 44.62.4 10 to occur no more than 120 days
after written notice of rate appeal has been received by the depart—
ment from a facility unless the facility requests a delay;

(2) the commissioner must, within 30 days after receiving
the recommendation of the hearing officer, either render a decision 1in
the case or refer the case back to a hearing officer for additional
findings;

3) if either time [limit set under (1) or (2) of this
subsection 1is not met, the department shall report the noncompliance
to the legislature and the governor by the following January 20 with
an explanation of the Ilength of delay, vreasons for the delay, and

proposed corrective action by the department to ameliorate the causes

of delay.

* Sec. 5. AS 47.07.180(a) 1is amended to read:

CSSB 431( ) -2-
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() The commission shall [REVIEW PROPOSED PAYMENT RATES OF
HEALTH FACILITIES AND] advise the department on policies relating to
payment rates for health facilities under this chapter and AS 47.25.-
120 - 47.25.300. The commission may also review the department®s
regulations on payment rates and recommend an alternative rate-setting

system if it determines that the department®s system is inadequate.

* Sec. 6. AS 47.07.180(c) 1s repealed.

* Sec. 7. This Act takes effect July 1, 1990.

-3- CSSB 431( )



Amendments to SB 431 based on hearing before Senate Finance
Subcommittee:

1) Page 1, line one should be changed to read,
After a public hearing before the
Medicaid Advisory Rate Commission the dept.

2) Substitute on line 18 (p- 1) the following language,
is substituted beginning with "A rate set under this
section does not take effect until it is approved
in writing by the commissioner or the agency assigned
to perform this function. Every rate set by the
department after a hearing must state the
department®s findings, the basis of its findings and
conclusions supported by regulation, together with its
decision."”

3) Page 2, line 10, change 15 days to 30 days

4) Page 2, beginning with line 14... substitute the
following language.

(3) "if either time limits set under (1) or (2)
of this subsection are not met, the commissioner
or the commissioner®s designee shall report to
the legislature and the governor on January 20th
each year of the noncorapliance, with an explanation
of the length of delay, reasons for the delay and
proposed corrective actions by the department
to ameliorate the situation.”

jchang™*- riftcg-CHofr-in agreement)

6) Page 2, line 24, please insert a new sentence to
read, "The commissioner shall appoint a technical
advisory committee and hold public hearings
on the department®s regulations, rate setting
methodology and alternative payment systems."
(Not in agreement)

The commissioner has indicated that with these changes, as outlined
above, and except where noted that the department would not oppose
this bill. it would be most important to then get support for
passage in the House of Representatives. A

Concerning the fiscal note it Is the position of the association
that additional staff is necessary to fully <carry out the
department®s responsibility in setting vrates and adjudicating

appeals. The association is in support of the 2 additional budget
analyst®s and their expenses for a total cost of $111,093.
'M
L.v:

QY



HEALTH ASSOCIATION OF ALASKA

STATEMENT OF SUPPORT

CSSB 431 - Amendments Medicaid Rate Setting Process

April 16, 1990

SB 431, amending the Medicaid rate setting process for health
facilities was introduced by the Senate HESS Committee. This,
following public hearings on the implementation of Executive Order
#72 (Effective March 11, 1989). That order transferred the rate
and regulating authority of the Medicaid Rate Commission to the
Department of Health & Social Services, and placed the Commission
in an advisory capacity to the Department.

The Purpose of SB 431 is to clarify "confusion,ll created by
the implementation of Executive Order #72.

The Finance Subcommittee bill will:

1. Establish that the Medicaid Rate Advisory Committee
will hold public hearings on health facility Medicaid
rates. Page 1, Section 1, Line 10.

2. Writes into law that either the Commissioner or the
Agency appointed by the Commissioner will set the
Medicaid rate for health facilities, and that a

written determination of a rate set must include a
written statement of the Department's findings. Page
1, Section 1, Line 17.

3. Directs the Commissioner to appoint technical
advisory committees and hold public hearings on the
Department's rate settizig regulations, methodology,

and alternative payment systems. Page 1, Section 2,
Line 27.
4. Requires that a hearing for an appeal must be

scheduled within 120 days after written notice is
received by the Department. Page 2, Section 4, Line

16.

5. Requires the Commissioner to render a decision on
appeals with 30 days. Page 2, Section 4, Line 19.

Page 1



6. Requires the Commissioner to report noncompliance of

meeting appeal deadlines to the Governor. Page 2,
Section 4, Line 24.

7. Authorizes Advisory Commission to review the

Department's regulations and recommend alternative
payment systems. Page 3, Section 5, Line 4.

FOR MORE INFORMATION CONTACT: HARLAN KNUDSON - 586-1790
HEALTH ASSOCIATION OF ALASKA

JERRY REINWAND - 586-8966

# OH # #



STEVE COWPER. GOVERNOR

DEPT.OFHEALTHAND SOCIALSERVICES

%)]B& g .SUITES78

OFFICE OF THE COMMISSIONER ANCHORAGE. ALASKA 99524-0249
DATE: December 12, 1989
TO: Honorable Myra M. Munson

Commissioner, DHSS

FROM: Doug (JIlliott
Hearing Officer
DHSS/Commissioner®"s Office

SUBJECT: Status Report

Attached please find a status report for all Medicaid rate
appeals filed since 1986. Cases are listed in the order of filing,
using the existing case numbering system. For your convenience,

an alphabetical index is also attached.

In my report of June 21, 1989, Imentioned my efforts to
expedite the hearing process, stating: "My goal is to set new
appeals for hearing within six months, and to submit proposed
decisions within three months after the completion of the hearing
or posthearing briefing." I am pleased to report substantial

progress toward this goal.

I am now current on proposed decisions. The only case now
under advisement is Humana "89 (Case No. 89-MRC-2), in which the
final brief was submitted November 21, 1989. I expect tc submit
the proposed decision in that case well within the three* month time
frame. The appeal was filed on January 6, 1989. It is a case
involving a number of issues and several million dollars in
dispute. The case has progressed quite expeditiously, 1in spite of

necessary continuances.

The first two appeals |1 received since my June report were
scheduled for hearing within six months of receipt. St. Ann°‘s
appeal of the amended exceptional relief decision was filed with
the Commissioner on July 20, 1989, and received by me July 27,
1989. The hearing was set for November 7, 1989, but was taken off
the calendar at the request of counsel for both parties. Charter
North"s appeal of its rates for 198,S and 1989 (Case No. 89-MRC-8)
was filed on July 21, 1989, and received by me September 1, 1989.



It is set for hearing on February 21, 1990# and so far is running

on schedule. Several additional appeals were referred to me last
month# and prehearing conferences will be held in the next few
weeks.

It will not alvrays be possible to conduct hearings within six
months. Hearings must be scheduled for dates when all of the
attorneys, witnesses and other necessary participants are
available, and this can be difficult. Once a hearing date has been
set, a continuance may be requested by one or both parties due to
unforeseen circumstances. Moreover, as discussed below, the
parties often request that appeals be stayed pending other
proceedings. Absent good cause to do otherwise, my policy is to

schedule hearings for the earliest date the parties can be ready.

Thirteen appeals have been filed in 1989 to date. This is the
same number filed last year, and one more than in 1987. There are
currently 30 cases pending before me; however, this number includes
16 cases that have been stayed pending other proceedings, and three
FY 88 <cases remanded to me for further proceedings on the

malpractice insurance issue. Final decisions in three cases are
currently being appealed to Superior Court, and the proposed
decision in one case is currently before the Commissioner. Final
decisions have been issued in all appeals of FY 86 and 87 rates,
except for the one FY 87 case now awaiting decision. Most of the
FY 88 cases remain open pending resolution of the malpractice issue
and/or the upper limits issue which several long term care
facilities are pursuing before the Grant Appeal Board. My

expectation is that once these issues are resolved, many of the
cases that have been stayed can be resolved without evidentiary

hearings.

DErsr

cc: MRAC Members
Jack Nielson
Facility Administrators
Attorneys of Record
Health Association of Alaska



Case Number

86-MRC-I

86-MRC-2

86-MRC-3

86-MRC-4

86 —MRC-5

87-MRC-I
87-MRC-2

87-MRC-3

87-MRC-4

87-MRC-5

87-MRC-6

87-MRC-7

87-MRC-8

87-MRC-9

APPEAL STATUS REPORT

Facility/
Fiscal Year

Humana/86

Providence/86

Denali Center/

86
Humana/87

oLocCccC/87

Cordoval/87
Providence/87

St. Ann's/87
Wrangell/87
Hope Cottages/

88

Wrangell/88

So. Peninsulal/
88

Humana/88

Petersburg/
85 Audit

Status

Final decision issued by Commissioner
11/2/89; appealed to Superior Court.

Final decision issued by MRC 6/17/88.

Appeal withdrawn by facility? case closed
2/9/88.

Proposed decision submitted 11/24/89.

Final decision issued by MRC 1/28/89; appealed
to Superior Court.

Final decision issued by Commissioner 9/26/89.
Final decision issued by MRC 12/8/88.

Appeal withdrawn by facility? case closed
12/18/87.

Final decision issued by MRC 8/22/88,
modified 10/13/88.

Final decision issued by MRC 9/24/88;

appealed to Superior Court.

Proposed decision submitted 7/25/897?
remanded by Commissioner for further
proceedings on malpractice insurance issue
9/26/89; supplemental proceedings scheduled

for February 1990.

Amended proposed decision submitted 7/3/89;
remanded by Commissioner for further
proceedings on malpractice insurance issue
9/26/89; supplemental proceedings scheduled
for February 1990.

further proceedings
issue? supplemental
February 1990.

Record to be re-opened for
on malpractice insurance
proceedings scheduled for
pending Supreme

Stayed at request of counsel

Court appeal.
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87-MRC-10 St. Ann"s/88
87-MRC-11 oLocccrs88
87-MRC-12 Cordova/85
Audit
88-MRC-1 Providence/88
88-MRC-2 Denali Center/
88
88-MRC-3 Wesleyan/88
88-MRC-4 Cordova/88
(pass-through
costs)
88-MRC-5 Cordova/8s
(Timeliness)
88-MRC-6 Norton Sound/
7/1/- 9/30/88
88-MRC-7 So. Peninsula/
85 Audit
88-MRC-8 Wesleyan/89
88-MRC-9 Petersburg/88
Reduction
88-MRC-10 Heritage Place/
88 Reduction
88-MRC-11 St. Ann"s/88

Reduction

remanded
on

Proposed decision submitted 8/7/89;
by Commissioner for further proceedings
malpractice 1issue 9/28/89; supplemental
proceedings scheduled for February 1990.

of facility pending
workers®" comp,

request
of malpractice,
other cases.

Stayed at
resolution
issues 1in

Stayed at request of counsel pending Supreme

Court appeal.

Briefing completed 1/24/89; remand to be re—
opened for further proceedings on malpractice
insurance issue; supplemental proceedings

scheduled for February 1990.

Hearing originally set for September 19, 1989;
continued until December 19, 1989.

Hearing originally set for September 7, 1989;
continued until early 1990 at request of
counsel.

Stayed at request of counsel.

Stayed at request of counsel.

Appeal withdrawn by facility; case closed
12/13/88.

Stayed at request of counsel pending Supreme
Court appeal in Petersburg/Cordova case.
Hearing originally set for September 7, 1989;
continued until early 1990 at request of
counsel.

Stayed at request of counsel pending collateral

proceedings.

Stayed at request of counsel pending
collateral proceedings.
Stayed at request of counsel pending

collateral proceedings.



88-MRC-12 Cordova/88 Stayed at request of counsel pending collateral

Reduction proceedings
88-MRC-13 Sitka/89 Stipulated dismissal granted by Commissioner;
case closed 6/2/89.
89-MRC-1 Heritage Place/ Hearing originally set for September 19, 1989;
89 continued until December 19, 1989.
£9-MRC-2 Humana/89 Hearing conducted July 1989; briefing
completed 11/21/89; under advisement.
89-MRC-3 Wrangell/85 Stayed at request of counsel pending Supreme
Audit Court appeal in Petersburg/Cordova case.

(Timeliness)

89-MRC-4 Norton Sound/89 Stayed at request of facility.
89-MRC-5 oLOCCC/89 Stayed at request of facility.
89-MRC-6 Providence/89 Stayed at request of facility.
89-MRC-7ER St. Ann's Hearing set for November 7, 1989; stayed at
Exceptional request of parties.
Relief
89-MRC-8 Charter North/ Hearing set for 2/21/90.
88, 89
89-MRC-9 So. Peninsula/ Appeal received 11/7/89; stayed at request
89 of facility pending Grant Appeal Board ruling
on upper limit issue.
89-MRC-10 S. Peninsula/ Appeal received 11/7/89; acknowledgment
90 letter sent to facility 12.7.89.
89-MRC-11 Mary Conrad/89 Appeal received 11/7/89; acknowledgment
letter sent to facility 12/7/89.
89-MRC-12 Thirteen N peal received 11/6/89; prehearing conference
Facilities/89 tentatively set for December 22, 1989.
(Maximum LTC
Rates)
89“MRC-13 Wesleyan/90 Appeal received 11/22/89; prehearing
conference tentatively set for December 22,
1989.

Updated 12/11/89



Appeals

Alphabetical

Facilitv/Fiscal Year

Charter North/88, 89

Cordova Audit/85

Cordova/87

through)

Cordoval/88 (pass

uordova/88 (timeliness)

Cordova/88 Rate Reduction

Denali Center/86

Denali Center/88

Heritage Place/88 Rate Reduction

Heritage Place/89

Hope Cottage/88

Humana/86

Humana/87

Humana/88

Humana/89

Mary Conrad/89

9/30/88

Norton Sound 7/1/88 -

Norton Sound/89

Our Lady of Compassion/87
Our Lady of Compassion/88
Our Lady of Compassion/89

Petersburg Audit/85

Status

List

Report

of Appeals

Case Number
89-MRC-8
87-MRC-12
87-MRC-1
88-MRC-4
88-MRC-5
88-MRC-12
86-MRC-3
88-MRC-2
88-MRC-10
89-MRC-1
87-MKC-5
86-MRC-1
86-MRC-4
87-MRC-8
89-MRC-2
89-MRC-11
88-MRC-6
89-MRC-4
86-MRC-5
87-MRC-11
89-MRC-5

87-MRC-9



Petersburg/88 Rate Reduction

Providence/86

Providence/87

Providence/88

Providence/89

St. Ann's/87

St. Ann's/88

St. Ann's/88 Rate Reduction

St. Ann's/Exceptional Relief

Sitka/89

South

South

South

South

Peninsula/88
Peninsula/85 Audit
Peninsula/89

Peninsula/90

Thirteen Faci.lities/39

Wesleyan/88

Wesleyan/89

Wesleyan/90

Wrangell/87

Wrangell/88

Wrangell/85 Audit (timeliness)

updated 12/12/89

88-MRC-9
86-MRC-2
87-MRC-2
88-MRC-1
89-MRC-6
37-MRC-3
87-MRC-10
88-MRC-11
89-MRC-7ER
88-MRC-13
89-MRC-7
88-MRC-7
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Donna Herbert, owner & I. A
Suite 229
Juneau, Alaska
(907) 586-9565 99801

March 1, 1990

The Honorable Paul Fischer
Alaska State Senate

P. 0. Box V

Juneau, Alaska 99811

RE: Exceptional Relief for Wesleyan Nursing Home
Dear Senator Fischer:

On behalf of Wesleyan Nursing Home, | would like to thank you
for the time and interest that you have invested evaluating the
Medicaid Reimbursement Systems in the State of Alaska. I have
reviewed a transcript of the hearing you held 1in Soldotna on
November 1, 1989, and | testified at the Senate HESS Hearings in
Juneau on January 31, 1990.

Wesleyan Nursing Home in Seward, Alaska, is encountering
serious financial problems, and unless some relief is granted, the
facility faces closure early this year. Wesleyan Nursing Home has

operated in Seward for over 20 years providing services that are
different from and broader than services provided by most of the

other nursing homes in Alaska. Wesleyan treats many mentally
retarded and mentally ill residents in addition to a small number
of geriatric patients. Most of the facilities in the state will
not admit the MR & MI residents; in fact many of Wesleyan's

patients have been refused admission even by APl and Harborview.

Despite the high cost of treating ther”™ types of patients,
Wesleyan's reimbursement rate is 30% lowir than the weighted
average rate of all the other free standing nursing homes.
Wesleyan suffered an operating loss of $896,981 in FY'89 and
expects an operating loss of over $300,000 in FY'90.

In August of 1989, Wesleyan appealed to the Medicaid Rate
Advisory Commission for an exception of $21.90 per long term care

day to its low reimbursement rate. The Medicaid Rate Advisory
Commission unanimously granted a $20.90 addition to the rate. The
Department of Health and Social Services overturned the Rate
Commission's award, and set a rate addition of $9.17 -- $11.73

lower than the rate set by the Commission.

SP$>)S>6# 's /3Ac/ccpeoun4 Aiatsa /Ap



The Honorable Paul Fischer
March 1, 1990
Page 1

In January, 1990, Wesleyan Nursing Home filed suit against the
Department of Health & Social Services seeking relief from its
unrealistically low rate. The Department filed a motion for
summary judgment stating that Wesleyan had not exhausted it's
administrative remedies. Based upon state counsel's representation
that the entire exceptional relief process would take only tuo to
three weeks, Judge Carlson directed Wesleyan to file for
exceptional relief with the Department before seeking lelief
through the court system.

On February 16, 1990, Wesleyan filed for exceptional relief

with the Department of Health & Social Services. The Board of
Wesleyan Nursing home and it's staff would like your support with
the Department to approve the exceptional relief. It has been the
experience of the other nursing homesthat exceptional relief is
a Jlengthy process, taking as long astwo to three months.
Exceptional relief rarely granted in an amount sufficient to
relieve a health care facility's fiscal shortfall.

In the Senate HESS meeting of January 31, 1990, Commissioner

Munson stated that health care facilities' reimbursement rates were
increasing at a rate of 20% a year. This is an erroneous
statement. The percentage of increaseis skewed by the inclusion
of statistics from Mary Conrad Center, a new facility which began
operation in 1988 and which increased its patient volume by 153%
from 1988 to 1989. When considered as though the patient volume
had been static for the Mary Conrad Center, the over-all percentage
of increase is only 3.42%. With Mary Conrad Center included, even
with its phenomenal volume increase, the percentage of increase is
only 16.36%. The enclosed schedule of rates demonstrates this more
clearly. The 3.42% increase is far below the inflation rate and

is an indicator of why three of the six free standing nursing homes
in the State are in a serious financial situation and have had to

seek exceptional relief.

I hope this information is helpful to you in your efforts to
ensure that the health <care industry in Alaska is reasonably

reimbursed for the costs of providing quality health care. I f
there is anything further | can provide to you, please give me a
call.

Donna Herbert

Enclosures



ALASKA FREE STANDING NURSING HOME MEDICAID DAYS & RATES

Prepared by: Financial Consultants of Alaska
1988 1988 1989 1989
HEDICAD RATE HDICAD RAE .
FAOLTY DAYS PR DAY EXIENEON DAS PR DY

Cur Lady of Coapassion 63,337 $162.96 $10,321,398  63,77B $168.80
Anchorage

Heritage Place 6,481 $227.39 $1,473,715 7,831 $219.11
Soldatna
St Ann's 13,994 $143.12 $2,002,821 12,251 $180.95
Juneau
Hary Conrad Center 8,784 $260.55 $2,288,671 22,260 $260.55
Anchorage
Hesleyan 19,298 $103.21 $1,991,747 16,596 $117.52
Seward
Denali 22,815 $145.76 $3,325,514 20,783 $151.22
Fairbanks
TOIAS. 134,709 $21,403,866 143,499 125,591,405
Statewide Average
Rate Per Patient Day: $158.89 $178.34
1908-1989 Rate Per Patient Day Z Increase: 10.917
1988-1789 Hedicaid Reiaburseaent Z Increase 16.36Z 3.42Z Without HaryConrad}
1988-1989 Hedicaid Patient Days Z Increase: 6.13Z  -3.87Z Without HaryConrad}

Coaaissioner Hunson stated to Senate HESS that

facility Hedicaidveisburseaent has increased 20Z
FreeStanding LTC Hedicaid reiaburseaent has increased
16.36Z. However, factoring out the huge increases for

the new HaryConrad Center, reiaburseaent has increased only
3.42Z — less than inflation).

Patient days statewide are declining, taith the exception of
the rew Hary Conrad Center.

Facility costs do not vary in direct proportion to patient days.
Fixed costs (plant, equipaent, insurance, Hedicaid required
staffing levels, etc.) do not decrease when patient days

go doan. They continue to increase with inflation. Certain
variable costs, such as food, laundry, etc., decrease as patient
days decrease. Hoover, even the base prices for variable costs
continue to escalate with inflation.
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Oonna Herbert, owner LA S A 174 S. Franklin St,
Suite 229
Juneau, Alaska
(907) 586-5565 99001

August 23, 1989

State of Alaska

Medicaid Rato Advisory Commission
PO Box 240249

Anchorage, Ak 99524-0429

Dear Commission Members:

Wesleyan Nursing Home 1is bringing forward to the Commission

a number of important 1issues for your consideration during the
meeting of August 29, 1989.

The 1issues and their impact on Wesleyan ™ rate that wo bring
before you today are:

Exception Staff

Segued Proposal

Volumes Rebase $143.39 $131.81
Ancillary Therapy $6.28 -y-
elnservice Training $1.24 -U-
Repairs & Maintenance $1.80 -0-
Labor Negotiations .S1.0Q -Q-

Total Rate: $153.71 $131.81

Thank you for your understanding and consideration of those

issues, each of which has a significant impact on Wesleyan Nursing
Home.

FOR WESLEYAN NURSING HOME:

Donna Herbert,
Financial Consultants of Alaska



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION
August 23, 1989

general, -SNHIIAM

Wesleyan Nursing Home has suffered severe financial hardships
because c¢f a series of events that began in 1983. It's cash
reserves have boen depleted from 31,371,411 in 1985 to 5231,118 in
August of 1909. Please refer to the graphs on page 3 and page 4.

Wesleyan Buffered an operating less of $311,224 in 1988 and
a loss of $590,000 in 1989. For fiscal year 1990, it is currently

operating at a monthly loss of approximately $60,000. If this
trend continues, the 1990 Iloss would be $720,000 -- obviously an
amount that would not allow the facility to sustain operations.

The more significant circumstances contributing to this
situation are as follows:

1. Calculation errors in the Medicaid reimbursement rate for
1982 - 1987.

2. Inaccurate or nonexistent accounting records.

3. The erroneous assumption c¢n tha part of Wesleyan that
private patient <charges could not exceed those paid by
Medicaid.

4. A seriously mistaken assumption that ancillary services
could not be charged. The consequence of this assumption was
that no charges wero recorded tc ancillary departments, and
ancillary expenses were grossly wunderstated. The effect of

this was extremely detrimental to reimbursement.

5. In 1985 and 1956, when Medicaid reimbursement Wwas based
on budget, Wesleyan understated its budget each year by more
than $200,000.

6. In 1987, when the current prospective payment
reimbursement process was established, neither Wesleyan nor
the Rale Commission was abie to carve out Medicaid charges or
costs. Therefore, Wesleyanls rate was established on

averages.

7. [n 1985 through 1957, Wesleyan's expenses increased so
slightly that no significant "F" calculation adjustment was

received;

3. In the paet three '/foars, Wesleyan's patient volumes have
declined 271 . For 1990 rates, the "F" calculation uses

1985 patient days.



9. Certification ana Licensing have cited the facility for
a lack of ancillary programs and therapies, repairs, and
training.

Wesleyan®s routine rate for 1989 1is38% below the weighted
average of the four free-standing nursing homes with 100 beds and
under. The ancillary rate is 27% below the average for these same
four facilities. Please refer to the graph on page 5.

Wesleyan®s reimbursement vs.expense from 1984 through 1989
is in excess of $1,200,000 as shewn on page 6. The list goes on
and on. However, today we are faced with the opportunity to
correct these problems so that Wesleyan Pursing Home may continue
to function as a viable health facility and continue to provide
quality care for Alaskan residents.

The facility has taken stringent measures to correct the
deficiencies within its control. However, the Medicaid prospective
payment reimbursement methodology does not allow for prior year
errors to be corrected and incorporated 1into the 1990 rate. The
"F" calculations utilise cost containment methodology which does
not allow rates to rise adequately, particularlywhen the baais
for those calculations 1is flawed cr unrealistic.
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WESLEYAN NURSING HQME 08/24/89
Seward, Alaska CASH and OPERATING LOSS POSITION

As Of
Fir 19E3  F/Y 1934 ¢/c 1985  F/Y 1986 F/Y 1937 F/Y 1983 F/Y 1909*  05/15/89
1,164,067 §1,237,918 $1,371,411 $1,302,510 $1,132,443  $941,051  $393981  $231,113
Operating 1053 (512,010)  ($163,836)  ($161,757)  ($10-1,479)  (3291,760)  (3465,290)  (3714,056) n/a
cof Aevanuc  $209r156  §$228,361  $227,B08  $223,635  3177,691  $154,056  3124,056 $69,937 ¢
Expense $196,333 $59,525 $66,051 344,156 ($114,067)  (8311,234)  (3590,000)  a/a

*frca General Ledger
bafera final audit.

Ravcnua Sharing
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WESLEYAN NURSING HOME

Seward,

loLil Ficiiitj ErpenssE:
5X Increase:
ToLil Fatieat Dajs:
Eate Based os
Actaal Expenses:
Approved Hedicaid Ilatc:
late Differential:
Total Facilitj Expenses:
»
Eeinburseacnt:
Other Eerence Sources:

REMOUKSEKEHT EXCESS cr
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Alaska

FIT 1931

{1,931,3(5

22,029

$36.15

$01.10

{1,937,316
{1,371,551

{223,361

{105,075
FhAAAKKIIAKK

FIT 1925

{2,136,360
{139,0H

5.SCX

23,317

$91.55

$05.25

$2,136,850
$1,339,

{227,805

$30,533

FIY 1535

{2,211,72

{107,86

22,63

$93.2

$90.0

{2,211,72
$2.0(3,12

$225,63

$27,33 1
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EXPENSES vs

FIT 1387

$2,311,181

$96,159

1.301

21,298

{109.53

$2,311,18!

$2,062,338

$177,591

($24,505}
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F/Y 1588 F/T 1931

$2,673,871 {2,918,896

$222,827 $275,025
H.21X 10.297
21,165 18,1(0
$121.57 $159.22
$103.21 $117.52
{21.35 $12.(0

$2,573,871 $2,918,896

$2,215,103 $2,167,063

27227727272727272Z Z @il

$151,056 (121,056

($301,112} ({557,771}
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08/21/848
REIMBURSEMENT

TOTAL

F/Y 1955 Orer 7 Fears
{'.213,786

(291,350 $1,2(5,513
10.601 62.23%

19,710

$151.58

(130.72

$3,213,786

$17,5R7,1S3

$2,576,191 $11,935,567

$1,231,007

({576,895} ($1,120,5911
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WESLEYAN NURSIIIG HOME
MEDICAID RATE ADVISORY COMMISSION PF.ESENTATION

PATIENT DAY. VOLUHBT;

SYNOPSIS: Utidor the current rate-setting methodology, the routine
component of the ETC rate is calculated using 1985 patient clays as
a base. A general statewide drc? in census, ann% with the opening
of Heritage Place, has resulted in Wesleyan volumes falling 27%
sir"e 1985. As an exception to normal practice, Wesleyan Nurﬂng
Home requests that a more realistic number of patient days be use
in the calculation of the 1990 rate.

DISCUSSION:
PATIENT DAYS
TOTAL MEDICAID

1983 22,025 20,722
1984 23,029 20,956
1985 23,340 21,029
1986 bt By = 20,243
1987 21,303 19,225
1988 21,465 19,290
1989 15,440 16, 596
1990 - Based on 54 Patients 19,710 16,500
1988-1990 3-Year Averayo: 19,872 17,465

1985-1989 Decrease: -25.57%

Please also refer to patient census and discharge data on page
15.



WESLEYAN NURSING HOME

MEDICAID RATE ADVISORY COMMISSION PRESENTATION
PATIENT DAY VOL.UMES_(Contld]j

The patient day average cvor a three year period has been used
Rate Advisory Commission when granting

previously by the Medicai

volume exceptions.

Routine Component
"F" Calculation Adj.
Inflation Adj.

Total Routine Rate;

CAPITAL
Patient Days

Total Capital Rate:

ANCILLARY
Net Cost
Patient Days

Total Ancillary Rate:

Wesleyan Rate Sub-Total:

Year-End Conformance:
FY'90 WESLEYAN RATE:

AS PROPOSED

1985 DAYS

$2,249,246
22,683

$99.16
5.45
4.66
C9.27
1985 DAYS

,.125,4 59
21,465

*5.32

MEDICAID
1980 PAYS

$2

— o

3,5
9,2
$13.

w o
(€% Xep)

9

$128. 5£
$3.23

$131.01

VOLUME EXCKPT.TON
THREE-YEAR.AVERAGE
$2,249,246

19,372

$113.19

.54

5. 32

$119.C5
THREE-YEAR AVERAGE

$125,459
19,872

$6.31

HEDICAID
THREE-YEAR AVERAGE

$253,516
17,465

$34.80

$140.16
$3.23

$143.39



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

PATIENT DAY-VOI.-UMES - (Con fell

PETITION TO THE COMMISS ION:

Wesleyan Nursing Hems requests the Commission to consider this
critical volume 1issue and rebase the FY"90 "F" calculations using
three-year average patient days, rather than 1985 patient days.
Further/ Wesleyan requests that the Commission instruct staff to
calculate the ancillary component on the Hedicaid three-year
average volumes rather than the 1983 Medicaid days. This exception
will add $11.53 per LTC day to the proposed rate.



MCIT<LAKX_THE?APISTS. AND CONSULTANTS

SYNOPSIS: The state survey performed at Wesleyan Nursing Heme 1in
FY*89 cited the facility for the complete 1lack of occupational,
physical, and speech therapists, lack of social workers, and
inadequate recreational therapy department and programs.

DISCUSSION: In the tabic below, the therapy consultant and
salaries for 1988 total $2,079. Every LTC nursing home 1in the
state is required to staff these ancillary departments Vv/ith
licensed consultants or licensed staff employees. Wesleyan has
hired consultants and employees 1ir. each of the departments listed.
There is $109,733 of Medicaid Specific Ancillary Costs not included
in their 198e base rate. The partial Certification Report that is
enclosed in the back of your packet has many of those deficiencies

highlighted in yellow.

OCCUPATIONAL THERAPY 1,640
PHYSICAL THERAPY 440
SPEECH 5, 260 -0 -
DIETICIAN 1,096 -0 -
SOCIAL WORKER 1, 696 -0 -
RECREATIONAL THERAPY:

2 Activities Aides 15,683

1 Recreat. Therapist Consultant 5. *40 -0 -
TOTAL ANCILLARY THERAPIES 2,079

Less 1988 Costs 1in Base
Plus 9.3% Inflation

122 ,507
MEDICAID SPECIFIC (0 89.50%) 109 ,723
TOTAL AVERAGED HEDICAID DAYS
REQUESTED EXCEPTION
FOR ANCILLARY THERAPIES 23 PER PAY

1 Recreational Therapy is a part of expanded services duo to
certification in FY-89.



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

ANCILLARY THERAPISTS AND CONSULTANTS-(C on 1:?All

PETITION TO THE COMMISSION:

Wesleyan Nursing Home requests the Commission to consider the
allowable therapy cost required by certification and by quality
patient <care logic and set a rate that includes an Ancillary

Exception of $6.28 per LTC cay.



WESLEir.il NURSING HOME
MEDICAID KATE ADVISORY COMMISSION PRESENTATION

REPAIR. AND MAINTENANCE

SYNOPSIS: Wesleyan Nursing Home had many deficiencies for repair
and maintenance in the 1989 certification report. Wesleyan
demonstrated to staff in a walk through the facility that repairs
have been sadly neglected.

DISCUSSION:  For the entire 1968 fiscal year, Wesleyan had repair
and maintenance costs of only $3,346. In a building that is 37
gears old, the lack of costs speaks to the many repairs that must
e done to meet certification health and safety standards. The
administrator has carefully inspected the facility and listed the
deficiencies that must be corrected. | have enclosed a partial
list of those repairG in the back cf your packets. The partial
certification vreport that is enclosed has many of those items

marked in green.

The estimate of the repair coses is 539,500. $33,524 of those
costs are not in the base year.

ime' LI*1 IH.D nn.i o1 me n%
1990 196fl
REPAIR & MAINTENANCE EXPENSE 39,500 3,348
Less 1988 Costs
plus Inflation in Base <3,G76>
35,024
PATIENT DAYS 19,872
TOTAL EXCEPTION REQUESTED $ 1.00

_ The majority of the deficiencies on repairs,
infection control and sanitation were cited on the state
survey.

PETITION TO THE COMMISSION:

Wesleyan Nursing Home requests that the Commission consider
the badly needed repair costs and grant an exception of $1.80 per
LTC day for repairs.



WESLEYAN' NURSING HOME
HEDICAID RATE ADVISORY COMMISSION PRESENTATION

INSERVICS .TRAINING

SYNOPSIS: The 1989 Certification Review cited Wesleyan Nursing
Home for a total lack of inservice training programs Tfor the
nursing staff. In 1983, Wesleyan recorded no 1inservice training
costs.

DISCUSSION: Prior to the State®"s Certification Review, Wesleyan
hired Whitman Nursing Consultants to review the facility before the
State survey team®s arrival. Marian Caudill performed the

management certification survey and produced a 20—page report which
delineated potential certification deficiencies that Headed to be
corrected before review.

Inservice training programs have been initiated and scheduled
since the time of the State survey.

TfieSTD L IT i ToireiTi (1)
12729 1930
STAFF IN SERVICEZ 15,460 .78 -0-
BOARD AND ADMINISTRATION 5,000 25 -0-
MANAGEMENT CERTIFICATIONZ 4,171 21 -0-
24,637
PATIENT DAYS 19,872
TOTAL EXCEPTION REQUESTED $ 1.24

PETITION TO THE COMMISSION:

Wesleyan Nursing Home reguests the Commission to consider the
inservice training and allow an additional $1.24 per LTC day.

2 €ited in Survoy.

3 Hired prior to survoy to eorroct deficiencioG.



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

DAF.QP. NEGOTIATION FEES

SYNOPSIS: Wesleyan Nursing Home hired a labor negotiating firm to
negotiate 1its labor-unicn negotiations. Failure to do so would
have resulted in even higher salaries and benefits than the
facility has been forced to comply with.

DISCUSSION:
Habsrp A GLTFri“rTCN FB&S:
1990 12 M
WILCOX (Law Firm) 19,822 -0 -
Patient Days ) 077
TOTAL EXCEPTION REQUESTED S 1.00

PETITION TO THE COMMISSION:

Wesleyan Nursing Home requests the Commission to grant a $1.00
per LTC day 1increase in the rate for 1legal fees that were not
included 1in base years.



WESLEYAN NURSING HONE
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Jure 22, 19G

Medicaid Rata Advisory Commission
3001 "C" Street:, Suite 52

P.O. 3ox 2A02A9

Anchorage, Alaska 99526-0269

Dear Commission Members:

It is ny understanding cbat Lhe 5130.72 rate that in proposed for Wesleyan
Nursing Hie in in keeping with the current methodology. However, | would
like to bring two issues for Wesleyan to the Commission for your review.

In 1980, UdsLeyun Nursing Home's operating loss wes $311,226. That loss
includes revenue sharing ad other sources cf income. QOur Facility has the
lowest nursing hore rate it*, (he steer. In fart, it is 30 perrxtf lover
Chan the weighted average of all ot\=r ftee-standing nursing hone:.

In pert, chi;: waes due to an accounting systrm that vaG nonexistent in relation-
ship to health care requirements in past years. Qur facility has corrected
this deficiency but under the current Medicaid methodology (horn i? o
mechanism to adjust the base years o: 1933 - 1786. Therefore, out costs are
contained from these base years even though the base years were incorrect.

| ask (e Commission to advise ne as :c what might be done in order that
Wesleyan Nursing Hone's rates nay be brought in line with ether facilities
and be adequate to cover costa.

The scope of services provided by Wesleyan Horsing Hie is different nnd
broader than that of nost ocher Alaska nursing lter.es. Vésicyan Nursing Hne
treats HR M. ad Rehnbilitr.ti::i residents in addition to geriatric. The costs
attendant oo the provision of carc ad i1 catrvnt is greater. Il tr ny
understanding chat only a few Alaska facilities currently provide rate to



Medicaid Race Advioory Comminsion
Wesleyan Nursing Hie
Administrator's Tescimony

Page 2

| would also like to bring die new (BRA standards to the attention of the
Commission. Due to additional costs inposed on facilities in order to
administer additional services in keeping with (BRA standards, nost states
have initiated supplemental dollars paid to the facilities to compensate
for the implementation of (BRA requirements in addition to their usual
reimbursement systems. HJA supports the states in this initiative.
However, it is up to each individual sccto to nmeke this decision. It is
nmy understanding that the State of Alaska has not cone up with supplemental
funds for (BRA driven services. Iri support of this position, | of for you
a current court case, Berlin Convalescent Center v. Stonsman, (Vermont,
Memorandum Decision fiLed May 5 1255.) (Attached) | request the Commission

to take this matter up for review.

Wesleyan Nursing Hire is required to meet (BRA guidelines for MR M ad
Rehabilitation residents in addition to our Geriatric residents. Active
treatment programs for these populations require specialized staffs ad
staff training programs. Specifically, there is a need for group therapy
counseling and increased psychiatric services for Ml's. MRS require an
educational rather th3n maintenance approach and corresponding specialists
and staff training to implement programs. Rehab requires increased Bpeoch
Pathology, 01, PT ad RT services.

Thank you for your time.

Sincerely yours,

Richard W Jones,
Administrator

attachment
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August 23, 1589

State of Alaska

Medicaid Rata Advisory Corcrusoion

PC Box 240249

Anchorage, AK 99524-0429

Dear Commission Members:

When | appeared before you on June 29, | Informed you that. W'csJoyan Nursing
Home was in vary serious financial condition. The cash reserves in 1985 of
$1,300,000 has been depleted to $250,003 in 1989 and that we were losiryg
$60,000 par month. My concern was that tin; proposed rato cl! $130.72 was so
far below oxpansea, that the facility could not continue in thia mode of
operation.

At that time | also suggested that Wesleyan should consider classification as
a MR and/or MI facility since the majority cf residents treated at the facility
are MR or Ml rather than geriatric residents. Since | spoke to you on June 22,
| have had a great deal of assistance and enlightenment from Karen Marts,

Mary Hilton, Jack Nielson, Donna Herbert and a team from the Division of Mental
Health and Developmental Dirabilities. Each of them have worked closely with
me to bring clarity into the current situation. They have each assisted me in
identifying and recreating what problems in the cast may have lcr.d into the
serious predicament that we face today.

It haa bsofi clearly reinforc'd to ma by tha Health Division (DMA) that Wesleyan

historically and currently provides services to iR s Ml residents appropriately

1 &K*n yVx T"V fi J Tn-J 1 {r"**1; %  r3tbn LA “ma nf Am
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and Ml residents at Wesleyan a MR/ M unit should not bha designated within

the facility, Tho types of MR a3 MI residents located at Woaloyan receive
"educational" therapy not restorative "active treatment" program therapy aa

is provided at APl and Harborview. To illustrate by example, one of our MR
residents is 30 years old. However, mentally she is 14 morith3 old, ia on a
baby bottle, wears diapers and walks on her tip-tcos (aa would an infant at
that stage of development). She is unable to communicate (as nrs asvoral of
our MR AMI .residents), and rsjuires constant attention on an almost one to one
basis in a similar manner 03 you would expect to find in any tem-) whera an
infanct is present. Two cf our residents are both MR and MI. Too care planning
and assessment process is much rose involved, requires more staff time, and

a broader spectrum of input in the interdisciplinary approach than Is required
for geriatric residents.

If a MR/ Ml disignated unit were "created" the types of programs that would
be required to be developed and proviced would be "active tr&stniant" programs,
The coats associated with the new service program would be significantly higher
than experienced with the current program. Thi3 would bo viewed as an unneces-

sary duplication of service programs currently provided by APT and Harborview.

Residents needing "active treatment" program development are initially admitted
to APl or Harborview, Then, after improvement or stabilization of the reoidents’
condition is achieved the resident is transferred to Wesleyan which provides

a long term educational program in a less institutionalized or structured
setting. LatGr, with continued progress, seme residents are able to be trans-
ferred to shelter hemes, fcst.or hemes, dcnlciles, sheltered educational workshop

programs and near independent: living in the* residents homo community. Thia
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system is supported by all effected facilities, the Health Division (DMA)
and the Division of Mental Health and Developmental Disabilities, /ho system
currently in place works well, has appropriate goals including the active
participation of community based mental health counseling services and the
current system of utilizaing Wesleyan as the second program step resource

should not be changed.

As you are awaro the Wesleyan Nursing Hcma ratio is over 30% bolow the weighted
average of the other free standing under 100 bed facilities. After reviewing
past years records, staff reports and ratc3 with your staff whan they wora kind
enough to visit the facility/ it appears that there w*ra rr*ny reasons for the
low rates that wore set over tha years that depleted all cash reserve.*!.

A new management: team is in place at V.'esleyan. This new managrmant team is
supported and supplemented by the assistance of financial, planning and quality
of care consultants and by a new open working relationship with the MRAC staff,

Health Division ar.d the Division of Mental Health & Uevelcpxnant.i) Disabilities,

Our facility has taken steps to correct the past deficiencies thut were dua
to previous errors and omissions. However, under the current methodology,
there is no mechanism to adjust base years. Th«reforo our coats aro contained
from base year oven though the base years were incorrect. It is my understanding
that corrections cannot be made for prior years, but tharo aro two current
problems that also effect the low rates:

1. That 1930 routine rates ara being set using 1995 volumes from the
"F" calculation.

2. Asubstantial portion of current ccsts, many of which arc required by

cartificnticn and licensing are not in our baso yoar.
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Wasleyari's patient volumes have declined in tha lasttwo yonrs froman average
of 23,000 for FY '84 and '85 to an average of 19,953 for FY '88 and '89. The
volume decrease is in part due to our gcal of returning residents to a setting
of as "independent" living as possible in thoir ccrrmunitiar? as wellas tha
opening of other LTC facilities in the area. | willba asking yourconsidera-
tion today for a volume exception. The facility has been cited ay needing to
address many repair & maintenance deficiencies. Wesleyan is an older facility,
originally a Tuberculosis Hospital converted from a nursing residence. Many
deficiencies, including code violations exist which have been only partial.lv
rectified or have been neglected. These deficiencies must be oddcesaed. Our
consultant, Donna Herbert will uo into more datail on each of; tha individual
areas.

Our now management team and | face severe problems at Wesleyan lInrsing Home;
problems with certification and licensing, staffing, lack of training for
employees, and repair and maintenance that has been ocrdy previously neglected.
Wa are willing to tackle each cf these problems and challenges, but we need

your help in setting a fair rate that has seme semblenco to the facility costs.

Thank ycu for your help arid consideration and a spacial thank you to Mary Hiltoi

and Jack Nielson for tho many hours they gave to us.

Sincoroly,

Richard w. Jones,
Administrator



WESLEYAN NURSING HONE 08/24/8
Seward, Alaska CASH and OPERATING LOSS POSITION

As Of
F/Y 1933 F/Y 1984  FT 1935  F/Y 1966  F/Y 1537  F/Y 1583 F/Y 1989*  08/15/89

Cssh $1,164,037  $1,227,518 §1,371,411 51,302,510  SI,152,443  $941,051 $393,931 $231,115
Operating Loss ($12,813)  ($168,636)  ($161,757) ($184,479)  ($291,760) ($465,290)  ($714,056)  n/a
Other Sources of Revenue  $209,156 $228,361 $227,803  $226,635 $177,691  $154,056 $124,056 $69,937 **
Revenuo over Expense $196,338 $59,525 $66,051 $44,156  ($114,069) ($311,234)  ($550,009)  n/a

*frca Geaoral Ledger
before fiaal audit.

**¥1990 Ravenna Sharing



WESLEYAN NURSING HOME . 08/21/8

Seward, Alaska EXPENSES vs REIMBURSEMENT
Ffi is84 FIT 1965 FIT 1985 FIT 1S M FIT IDS! FIT 1329 FIT 1530 0?2er f Tears
/
Total Facilit]j Eipecses: 41.5SS7.B46 $2,136,860 $2,244,725 $2,341,164 $2,573,871 $2,948,296 $3,243,186
$$ lacrcasc: $133,014 $107,365 $36,459 $332,687 $275,025 $294,890 $1,245,940
77 Increase: 6.961 5.067 4.301 14.217 10.231 10.007 62.357
Total Patient Dajs: 23,023 23,340 22,622 21,233 21,465 13,440 13,710

Hate Rased on

Actual Fipciscs: $86.75 $31.55 $98.27 $105.93 $124.57 $159.92 $154.53
Approved Hedicaid Hate: SBi.ie $85.25 $90.0! $37.14 $103.21 $117.52 $130.72
Rale Differential: 15.35 $6.30 $5.83 $12.79 $21.36 $42.40 $33.86
«YoUI Facilitj Eipcnses: 11,997,816 $2,136,850 $2,244,725 $2,341,184 $2,673,311 $2,948,eSS $3,243,786 $17,537,168
Reiiborseaent: $1,874,561 $1,983,735 $2,043,421 $2,053,BBS $2,215,403 $2,157,063 $2,576,431 $14,935,567
Olier CoYenzc Soe’ccs: $223,361 $227,808 $228,535 $177,531 $154,055 $124,656 390,400 $1,231,007

ZEIHDSaSEJdEUr EXCESS or
{SHORTFALL) $105,075 $30,653 $27,331 ($94,5051 ($304,412) ($557,771) ($576,835) ($1,420,594)
444444444444 m u m m t 4444*%4444444 444444444444 AQ4444444444



STATE OF ALASKA
1990 LEGISLATIVE SESSION
REQUEST* .
Revision Dote: Agency Affected;
Titde: An Act reloting to heolth focility poyment
rates
Sponsor: Senate HESS Components:

Requestor: Senote HESS

EXPENDITURES/REVENUES-

OPERATING A f =FY ol FY92
PERSONAL SERVICES 25,3, 234.1
TRAVEL 9.0
CONTRACTUAL 20.2 19.2
SUPPLIES yu J*id 4.0 4.0
EQUIPMENT JPV " 36.6 1.5
LAND & STRUCTURES
GRANTS, CLAIMS
M1SCELLANEOUS
TOTAL OPERATING i i 267.8

CAPITAL

REVENUE
GENERAL FUND 133.9
FEDERAL FUNDS o 133.9
OTHER
TOTAL £ rtr 267.8

4 *0 ?
POSITIONS*
FULL-TIME I, 4 4
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

There is no effect on FYQ0. See attached analysis for effect on FYOl - FY96.

Prepared by: Jock Nielson. Executive Director

(Thousands of Dollars)
FY93

234.1
9.0
19.2
4.0
1.5

267.8

133.9
133.9

267.8

Division: Medicaid Rate Advisory Commission
&
1
Approved by Commissioner: V]O
Agency: Deportment of Heolth & S™iol Services

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

BILL VERSION:
PUBLIH DATE:

5SB431 (FIN)

DHSS

Administrative Services

Medicaid Rate Advisory Commission

FY94 FY 95
234.1 234.1
9.0 9.0
19.2 19.2
4.0 4.0
15 15
267.8 267.8
133.9 133.9
133.9 133.9
267.8 267.8
4 4
1 1

Phone: 562-1996

Date: 04/06/90

Date: b1 9 0
Page 1 of 3

FY 96

234.1
9.0
19.2
4.0
1.5

267.8

133.9
133.9

267.8



April 6, 1990 Fiscal Note

Facility reimbursement vrates for medicaid and general relief
medical are currently set by use of a consistent methodology. This
bill will require the department to 1issue written findings and
conclusions regarding the rate established by the department for
each facility. The bill also provides that the Commission may
review alternative rate setting methodologies and requires the
Commissioner to appoint a technical advisory committee and to hold
public hearings regarding rate setting vregulations and the
extablishment of a new rate setting methodology.

The increased demand placed by the requirement of detailed finding
and the legislative expectation of activity, 1including committee
meetings and public hearings, to establish a new rate setting
system will require at Jleast two additional budget analysts.
Without these positions, the requirements of the bill cannot be met
without impairing the staff"s capacity to meet the present demands
placed on them, not only regarding rate rate setting, but also to
fully protect the* state®s position 1in our relationship to the
federal Health Care Financing Administration.

The bill also requires that a hearing concerning appeals of
disputed rates be conducted within 120 days. Three positions are
required to satisfy this provision; An appeals specialist (Budget
Analyst 111-)/ a half-time hearing examiner and a secretary. The
appeals specialist will answer discovery requests and requests for
information, participate 1in depositions, serve as an expert

witness, and perform other technical analysis. The half-time
hearing officer 1iIs required to conduct the appeals hearing within
the 120 day deadline. The secretary will provide word processing

support to the hearings examiners.

SUMMARY of FUNDING REQUIREMENTS SB431

FY91 FY92 - FY96
Line 100
Department Rate Setting Staff
Program Budget Analysts 111
2 PFT @ Range 19A 10 months
71100 Salary 66,720 80,064
71600 Benefits 24,707 29,649

Department Appeals Staff

Program Budget Analyst 111

1 PFT @ Range 19A 10 months
71100 Salary 33,360 40,032*
71600 Benefits 12 354 14,824



April 6, 1990

Hearing Examiner

1 PPT @ Range 24A
71100 Salary
71600 Benefits

6 months

Secretary |
1 PFT @ Range 10B
71100 Salary
71600 Benefits
TOTAL LINE 100

10 months

Line 200
72240 Field Travel
72250 Per Diem
TOTAL LINE 200

Line 300
73300
73323
73500
73850

Communications

Install 5 new phones

Printing, Binding

O ffice Space 5 newpos.
TOTAL LINE 300

Line 400
74200
74560

O ffice Supplies
DP Supplies
TOTAL LINE 400

Line 500
75790 Telephones 5 new pos.
75830 4 Enhanced PCs w/
Peripherals @ 6.3 ea
75830 1 Std PC w/Peripherals
1 76055 O ffice furn. 5 new pos.
75690 Replacement Equipment
TOTAL LINE 500

GRAND TOTAL

28,122
8,314

FY91

18,930

201,190

5,200
1,000
2,000
12,000
20,200

2,000
21000

4,000

900
25,200
4,000
6,500
36.600

$270,990

Fiscal Note

28,122
8,314

FY92 - FY96
22,716

234,140

o
o

o
o

5,200

2,000
12,000
19,200

o
o

&
So

1.500

JL-5QQ

$267,840



- .>f
C&s & 43/ ¢

STATE OF ALASKA BILL VERSION:
1990 LEGISLATIVE SESSION PUBLISH DATE: 2/72J/yU

FISCAL NOTE

REQUEST:
Revision Dnfe: Agency Affected: DHSS
Tile An Art relating o health faality payment  BRU: Adninistrative Services
rates
Sponsor: Senate HESS Components: Medicaid Rate Advisory Commission
Requestor: Senate HESS
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 91 FY92 FY93 FY94 FY 95 FY 96
PERSONAL SERVICES 224.1 268.9 268.9 268.9 268.9 268.9
TRAVEL 9.0 9.0 9.0 9.0 9.0 9.0
CONTRACTUAL 94.3 93.3 93.3 93.3 93.3 93.3
SUPPLIES 4.0 4.0 4.0 4.0 4.0 4.0
EQUIPMENT 36.6 1.5 1.5 1.5 1.5 1.5
LAND & STRUCTUKcS
GRANTS, CLAIMS
MISCELLANEQOUS
TOTAL OPERATING 368.0 376.7 376.7 376.7 376.7 376.7

CAPITAL |

REVENUE
FUNDING:  (Thousands of Dollars)

GENERAL FUND 184.0 188.4 188.4 188.4] 188.4 188.4
FEDERAL FUNDS 184.0 188.3 188.3 188.3 1 188.3 188.3
OTHER

TOTAL 368.0 376.7 376.7 376.7 376.7 376.7
POSITIONS:

FULL-TIME 5 5 5 51 5 5]
PART-TIME 1

TEMPORARY -
ANALYSIS:  .Attach a separate page if necessary)

There is no effect on FYQ0. See attached analysis for effect on FYOl - FY6.

Prepared hy: Jack Nielson, Bxeautive Director Phone: 562-1996

Division: Medicaid Rate Advisory Commission Date: 02/20/90
Approved by*Commissioner: -~ P17 t Date: 2821 157 L
Agency: Department of Hea[ty& Social Services”

Disfribution (by preparer): 2./7."2-/*t0 //e*. / om.*/

Reguestor |/cry/™ s/3 /1//17.

ice of Management and Budget
Impacted Agency(iies) ~Z)C. M ~a%e "
Sen*M £ S S

N



Page Two Fiscal Note SB431

February 20, 1990

Facility reimbursement rates for medicaid and general relief
medical are set currently by wuse of a consistent methodology.
Facilities must prove that the rate yielded by the methodology is
not fair or reasonable. This Bill will require the department to
issue written findings to justify all discrepancies between the
rate requested by a facility and the rate calculated by the
department. The responsibility to prove the adequacy and fairness

of the rate will shift from the facility to the state.

Based on historical experience, two budget analysts will be
required to perform the additional work of researching individual
facility issues and preparing written findings. Research will

include analysis of comparable facilities and other states' rates.

The Bill also requires that a hearing be conducted within 120 days
of all disputed rates. Four positions are required to meet this
provision: An appeals specialist (Budget Analyst I11); an attorney
in the Department of Law, a hearing examiner and a secretary. The
appeals specialist will answer discovery requests and requests for
admission, participate in depositions, serve as an expert witness,
and perform other technical analysis. The attorney will perform
legal research associated with reviewing federal requirements and
case law, as well as represent the department in the appeal. The
hearing officer is required to conduct the appeals hearing within
the 120 day deadline. The secretary will provide word processing

support to the hearings examiner.

The Bill also deletes the Medicaid Rate Advisory Commission from
the rate setting process and charges the Commission to review
alternative methodologies. The department will incur costs

associated with designing a new system within current resources.

SUMMARY of FUNDING REQUIREMENTS SB431

FY91 FY92 - FYS6

Line 100
Department Rate Setting Staff
Program Budget Analysts 111
2 @ Range 19A 10 months
71100 Salary 66,720 80,064
71600 Benefits 23,373 28,048



Page Three

February 20,

Line

Line

Line

Line

1990

Department Appeals Staff
Program Budget Analyst 111
1 8 Range 19A 10 months
71100 Salary
71600 Benefits

Hearing Examiner

1 8§ Range 24A 10 months
71100 Salary
71600 Benefits

Secretary |
1 @ Range 10B 10 months
71100 Salary
71600 Benefits
TOTAL LINE 100

200
72240 Field Travel

72250 Per Diem
TOTAL LINE 200

300

73100
73300
73323
73500
73850

RSA Law (Atty-24A)

Communications

Install 5 new phones

Printing, Binding

O ffice Space 5 newpos.
TOTAL LINE 300

400
74200
74560

O ffice Supplies
DP Supplies
TOTAL LINE 400

500
75790

75830

Telephones 5 new pos.

4 Enhanced PCs w/

Peripherals @ 6.3 ea

1 Std PC w/Peripherals

O ffice furn. 5 new pos.

Replacement Equipment
TOTAL LINE 500

75830
76055
75690

GRAND TOTAL

FY91l

33,360
11,686

46,870
14,853

18,930

JIM
224,100

5.000
4.000
9.000

74,100
5,200
1,000
2,000

12,000

94,300

2,000
2.000
4,000

900
25,200

4,000
6,500

36.600

368,000

Fiscal Note SB431

FY92 - FY96

40,032
14,024

56,244
17,824

22,716

SL&65.
268,900

5.000
4 .000

9.000

74,100
5,200

2,000

93,300

U0

376,700





