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COMMITTEES:

DATE: January 15 1992

TO: Senator Arliss Sturgulewski, Chair
Senate Health, Education, & Social Services Committee

FROM: S e n a t o K ^ N j ^ n c a n

SUBJECT: Senate Bill 34*T an Act prohibiting a nursing facility
that participates in the Medicaid program from charging
a rate for a resident that is higher than the rate approved 
for Medicaid purposes.

Scheduling a hearing for SB 344 at the earliest convenience of 
the committee would be greatly appreciated.

Senate Bill 344 prohibits the Department of Health and Social 
Services from paying for services at a nursing facility unless the 
facility has agreed that the Medicaid rate will apply to all its 
residents. In the bill, nursing homes which receive payments from 
Medicaid are also prohibited from charging rates for private patients 
which are higher than the Medicaid rate of payment. This bill will 
provide equity in rates charged Medicaid and private patients by 
nursing homes in Alaska.

There are a small group of private payers in the state of 
Alaska who are being disadvantaged by this inequity. For their 
sakes, expedient consideration of this bill would be of great value.

Thank you very much for your consideration.

A tta ch m e n ts

D istrict C
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CS FOR SENATE BILL NO. 344 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY

O ffered:
Referred:

Sponsors): SENATOR DUNCAN

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to rates for skilled nursing facilities; and providing for an effective

2 date."

3 BE IT ENACTED BY THE LEGISLATURE OF THE STAiE OF ALASKA:

4 * Section 1. AS 47.07 is amended by adding a new section to read:
5 Sec. 47.07.067. PAYMENT FOR SKILLED NURSING FACILITIES, (a) Except as
6 provided in (b) of this section, a skilled nursing facility
7 (1) may not require a non-Medicaid resident to pay more for a service than the
8 department would pay on behalf of a Medicaid resident for that service if the facility is receiving
9 payments from the department under this chapter or AS 47.25.120 - 47.25.300; and

10 (2) is not eligible to receive payments under this chapter or AS 47.25.120 -
11 47.25.300 if it requires payment for a service for a non-Medicaid resident that is greater than the
12 payment made by the department under this chapter for a similar service for a Medicaid resident.
13 (b) Notwithstanding (a) of this section, a skilled nursing facility may require a non-
14 Medicaid resident to pay a higher rate for a private room than the department pays for a private
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1 room on behalf of a Medicaid patient- A skilled nursing facility may also require payment for
2 special services that are not included in the daily rate determined under AS 47.07.070 if
3 (1) residents eligible for care under this chapter and residents eligible for care
4 under AS 47.25.120 - 47.25.300 are required to pay separately at the same rate for the same
5 services in addition to die daily rate paid by the department;
6 (2) services covered by die payment rate are the same regardless of payment
7 source;
8 (3) special services, if offered, are offered to all residents;
9 (4) residents are free to select or decline special services;

10 (5) die special services do not include services diat must be provided by the
11 facility in order to comply with licensure or certificadon standards and that if not provided would
12 result in a deficiency or violation by the facility; and
13 (6) services beyond those required to comply with licensure or certification
14 standards are not charged separately as a special service if they were included in die payment rate
15 for the previous reporting year.
16 (c) A skilled nursing facility that violates (a)(1) of this section is subject to an action by
17 the state or any of its subdivisions or agencies for civil damages. A non-Medicaid resident or
18 the resident’s legal representative also has a cause of action for civil damages against a skilled
19 nursing facility that violates (a)(1) of this section. The damages awarded in an action under this
20 subsection shall include three times the excess payments that result from the violation, together
21 with costs ?na at— ic*,y fees awarded under court rules.
22 (d) In this section, "non-Medicaid resident" means a nursing facility resident on whose
23 behalf the facility is not receiving payments under this chapter or AS 47.25.120 - 47.25.300.
24 * Sec. 2. AS 47.07.070(a) is amended to read;
25 (a) The department shall set the prospective rate of payment to a health facility under this
26 chapter and AS 47.25.120 - 47.25.300 based on a fair rate for reasonable costs incurred by the
27 facility for the care of patients eligible for medical assistance under this chapter or
28 AS 47.25.120 - 47.25.300 except that, for a skilled nursing facility, the prospective rate of
29 payment determined under this section shall be based on a fair rate for reasonable costs
30 incurred bv the facility for all of its residents. The department may not set a rate until after

31 a public hearing before the Medicaid Rate Advisory Commission except that this hearing

CSSB 344( ) -2-   I
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1 requirement is not applicable if a new rate is immediately necessary to afford exceptional relief
2 to a facility as determined under regulations adopted by the department. The department shall
3 by regulation list the factors it considers in making its rate determinations under this section. A
4 rate set under this section does not take effect until it is approved in writing by the commissioner
5 of health and social services or the agency assigned by the commissioner to perform this
6  function. The written determination of a rate set by the department after a hearing must include
7 a statement of the department’s findings, a description of the basis of the findings and
8 conclusions, a citation to the regulations supporting the findings and conclusions, and a statement
9 of the decision.

10 * Sec. 3. AS 47.07.070(b) is amended to read:
11 (b) In determining a rate of payment to a health facility under this section, the department
12 shall consider the proportionate share of the facility’s financial requirements for patient care for
13 (1) costs of current operations, including salaries and wages, purchased services,
14 supplies, insurance, leases, depreciation, taxes, interest expense, maintenance and other health
15 facility operating expenses; [AND]
16 (2) education, research, and appropriate capital development; and
17 (3" in the case of a skilled nursing facility, costs attributable to bad debt and
18 uncompensated charity care.
19 * Sec. 4. CONFLICTS WITH FEDERAL LAWS. If a provision of this Act is determined by an
20 agency of the federal government to be in conflict with a requirement of the agency with respect to
21 federal participation under AS 47.07 or with respect to die eligibility of a health care provider to take
22 part in other federal programs, the federal requirements supersede the requirements of this Act.
23 However, the department shall seek any federal waiver that may be applicable to the conflicting
24 requirement and shall implement the conflicting provision of this Act if the waiver is granted.
25 * Sec. 5. This Act takes effect January 1, 1993.

-3- CSSB 344( )
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OEM. or H E A L T H  A N D  S O C IA L  S E R V IC E S

MEDICAID RATE ADVISORY COMMISSION

WALTER J. HICKEL, GOVERNOR

4 7 9 2 - 1  BU S IN ESS  PARE BLVD , 8 Ii> ?  P  
A N C H O K A O S , ALASKA 9 9 5 0 3  
P H O N E : ( 9 0 7 ) 5 6 2 - 1 9 9 6  
PAN : ( 9 0 7 ) 5 6 3 - 7 3 0 9

M E M O R A N D U M

Date: December 4, 1991 (FAXED)

TO:

FROM:

Roxanne Stewarty^'''"'^ 
Senator Jim Duncan's Office

Jack Nielson 
Executive Director

SUBJECT: Douglas Gregg/St. Ann's Nursing Home

At your request, Medicaid Rate Advisory Commission (MRAC) staff 
have prepared the attached summary of issues raised by Mr. Gregg 
regarding the level of charges and Medicaid payments at St. Ann's 
Nursing Home.

MRAC staff have not discussed this summary with St. Ann's, and 
charges information contained in the summary is taken from Mr. 
Gregg's letters and attachments.

Please let me know if you have questions or comments, or if you 
feel it would be helpful for a department person to sit down with 
you or St, Ann's representatives to discuss these things further. 
The department is available to assist in any way possible in 
clearing up outstanding questions.

Enclosure
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MEDICAID RATE ADVISORY COMMISSION
December 4, 1991
St. ANN'S NURSING HOME

CONDITION: Letters received by Jay Livey, Deputy Commissioner,
Department of Health and Social Services (DHSS) from Douglas Gregg, 
attachments enclosed, indicate that as of St, Ann's Board Action 
November 21, 1990 (Attachment F), St. Ann's charges all patients $210
per day plus ancillary charges. Those letters also indicate that the
facility writes off Medicaid ancillary charges while private pay 
patients are required to pay all ancillary charges. Further the letter 
states that Medicaid does not pay it'B share of the facility's costs and 
consequently cost shifting to private pay patients occurs.

CRITERIA: The department doeB not have control over what a nursing 
home charges its patients and therefore the Medicaid Rate Advisory
Commission staff is not familiar with St. Ann's charge structure. Based 
on a review of the Douglas Gregg letters and attachments, our best 
guess is that the St. Ann's charging structure set by the St. Ann's 
Board Action November 21, 1990, Attachment F, did charge all patients a 
per diem rate of $210 pluB a separate charge for ancillary services
provided to the individual patients Bnd, as indicated by Attachment B, 
the Medicaid ancillary charges were then written off. Note that 
Attachment A, the private pay bill sample, does not write off ancillary 
charges in comparison to the Medicaid pay bill sample, Attachment B. At 
approximately the same time the Board Action, Attachment F, charging
structure was in effect, the Medicaid all inclusive rates $207,96,
$209.94 and $210.62 in effect in 1990 (Attachments C, D Bnd E> generated 
Medicaid payments in excess of costs related to the care of those 
Medicaid patients approximating $464,600.

Attachment Sources:

Private Pay and Mecicaid Pay bill samples for St. Ann's Nursing 
Home provided to Jay Livey, Deputy Commissioner, DHSS with November 
1, 1991 letter from Douglas Gregg. Attachments A and B. These
attachments assist in illustrating St. Ann's Charging structure.

Decision & Order Letter from Jack Nielson, Executive Director, 
Medicaid Rate Advisory Commission to Grant Asay, Administrator, St. 
Ann'B NurBing Home. Attachments C, D and E. These documents 
outline 1990 Medicaid rBtes by component and include a Medicaid 
specific ancillax'y component based on average actual base year 
ancillary usage by Medicaid patients .
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Effective date 1-1 to 6-30 7-1 to 9-30 10-1 to 12-31
Routine 6127.22 6128.90 6128.90
Routine Capital 19.03 19.03 19.03
Anoillariea 43.56 43.56 43.56
1988 YEC adjustment 
(anoillaries) 18.15 18.15 18.15

ODRA Increment 0.00 0 . 0 0  0.98

1 9 9 0  M e d ic a id  r a t e  sum m ary  A t t a c h m e n t s  C , D , a n d  E»

Total 6207.96 6209.64 6210.62

Total Ancillary Component 
in 1990 Medicaid rates 661.71 661.71 661.71

Private Pay rate schedule by Board Action November 21, 1990 for St. 
Ann's Nursing Home provided to Jay Livey, Deputy Commissioner, DHSS 
with November 1, 1991 letter from Douglas Gregg. Attachment F. 
ThiB schedule outlines specific per diem and ancillary charges 
used by St. Ann's.

Letter dated October 30, 1991 to Douglas Gregg from Jay Livey, 
Deputy Commissioner, DHSS. Attachment G. This letter explains the 
Medicaid rate and the fact that Medicaid reimbursement at the 
established Medicaid rates exceeded faaility costs associated with 
Medicaid.

CAUSEi The Medicaid Rate Advisory Commission staff has not
discussed this analysis with St. Ann's and is not aware of the reasons 
for St. Ann's charging structure. Our comments are based on a review of 
the source documents provided with DouglaB Gregg's letters.

EFFECTs From the review discussed above, it appears that private 
pay patients at St. Ann's are charged the same as Medicaid patients,
however, because the Medicaid rate is an all inclusive rate with an 
ancillary component, the Medicaid patient ancillary charges are written 
off. During our regular year end review of St. Ann's Medicaid costs it
was determined that even after the write off of the individual ancillary
charges to Medicaid patients, 1990 Medicaid payments to St. Ann's 
exceeded their cost of providing care to Medicaid patients by 6464,000.

CONCLUSIONj It appears from a review of the documents received from 
Mr. Gregg that indeed hiB family is paying more for Mrs. Gregg's 
care than the department is paying for Medicaid pay patients. Trom 
information provided to Mr. Gregg by Jay Livey, it is b I b o  evident that 
Medicaid payment rates in 1990 more than covered the cost of providing 
care to Medicaid patients.
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3610 Skilled routine care 31 210.00 6S10.00 '
3610 SKILLED ROUTINE CAPE subtotal: 6S10.C0

•1110 MEDICAL SUPPLIES subtotal: : V- 125.00.. If., ,

4 ISC DRUGS SOLD subtotal: • ■595.90
, • •

•iSiC PHYSICAL THERAPY subtotal: 800.00
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MEDICAID PAY BILL SAMPLE

■■'•••••“ vi:/ :• SALES • invoice" A
• r l v l n v c i c a  D a c e :  1 2 / 3 1 / 9 0  :*:■ ? .. \ V v 'V / ;* ™

j*Vm..4/•}*. .**• . v ' *’ ' •*•• --V'V.V** i 1 i

w* '
..•'ti M* .*» i* • •* *.•*«% ,***•••. .'.f;,;-1 ••• .

• *4«.■*> K?L,

ifs-twa Wl.J

'ST..An n ’s nursing hone 
'' 415 ©TH STREET 
/:,'.‘JUNEAU , ; AK .99801 VA /;/*•
vjV.. • » A.v%'s i*' ,*■ *.* ,*•* . ■*

:V Tax ID:
2-iliac :o: '2̂ Medicaid^) ; ’ . ' Patient number

Revenue
Account Description Days Rate

, *' 
Charges

' »

' Subtotal

3610
3610

Skillsa routine cars• 
SKILLED ROUTINE CARE

31 •2 1 0 . 0 0
suototal:
/

6510.00
6510.OC

4110 MEDICAL SUPPLIES
•

f
subtotal:
1

51.SO

■U5C DRUGS SOLD
i
/subtotal: 324.90

d«il PHYSICAL THERAPY subtotal: 493.3a

<1530 occupational TKEEAP’-- suototal: • 157.33

•1910 OTHER. ANCILLARY CHARGE£ suototal: 25. EC
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STEVE roW PER , GOVERNOR

D E P T .  O F  H E A L T H  A  N O  S O C IA L  S E R V IC E S P.O. BOX 2402-19 
3601 "C" STREET. SUITE 592 
ANCHORAGE. ALASKA 9952-1.02^9 
PHONE: (9 T562-199CM E D I C A I D  R A T E  C O M M I S S I O N

December 2 2, 1989

Grant Asay, Administrator 
St. Ann's Nursing Home 
415 Sixth Street 
Juneau, AK 99Q01

Dear Mr. Asay:

Your facility's rate for the fiscal period January 1, 1990 through
December 31, 1990 vas reviewed by the Medicaid Rate Advisory
Commission on December 15, 1989.

In accordance with 7 AAC 43.701 your facility's long term care rate 
for Medical Assistance services is established at $207.96 
consisting of $127.22 for routine services for the period January 
1, 1990 through June 30, 1990, $19.03 for routine capital, $43.56 
for ancillaries, and an adjustment of SIS.15 in accordance with 7 
AAC 43.691 for the period January 1, 1990 through December 31,
1990.

In accordance with 7 AAC 43.685(±> the department anticipates 
12,000 long term care patient days for Medical Assistance services 
for the period January 1, 1990 through December 31, 1990.

Per 7 AAC 43.703 a party aggrieved by a decision of the Executive 
Director shall, within 30 days after the date of the mailing of 
notice of a decision, request reconsideration to the Executive 
Director or request an administrative appeal to the Commissioner of 
the Department. If the party chooses the reconsideration request
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and is aggrieved by the reconsideration decision the party shall, 
within 30 days after mailing of the notice of the decision, request 
an administrative appeal to the Commission of the Department.

If you have any questions or comments please call me.

  _____ n
Executive Director

cc: Donna Herbert
Stephen Rose 
Karen Perdue 
Randy Super 
Eric Hansen

e  f e y V )
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STEVE COWPEfi GOVERNOR

H E F T .  O F  H E A L T H  A 1V D  S O C IA L  S E R V IC E S
M E D I C A I D  R A T E  C O M M I S S I O N

June 27, 1990

P .O . D O X  240249 
3601 " C "  S T R E E T ,  S U I T E  592 
A N C H 0 R 4 G E ,  A L A S K A  9D524-0240 
P H O N E :  (907) 602-1806

Gary ABay, Administrator 
St. Ann's Nursing Home 
415 Sixth Street 
Juneau, Alaska 99801

Dear Mr. Asay:

In accordance with 7 AAC 43.685(g) the maximum routine services rate has 
been calculated for the period July 1, 1990 through December 31, 1990. 
The maximum routine rate allowable for freestanding facilities is 
5130.81.

In accordance with 7 AAC 43.701 your facility's long term care rate for 
Medical Assistance services for the period July 1, 1990 through
December 31, 1990 is established as follows:

Routine 5128.90
Routine Capital 19.03
Ancillaries 43.56
1988 YEC 18.15

TOTAL RATE 209.64

If you have any questions or comments please cell me.

Sincerely,'

\

slack Nielson 
Executive Director

cc: Donna Herbert
Stephen Rose 
Karen perdue 
Randy Super 
Eric Hansen
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STEVE COWPER, GOVERNOR

D E P T .  OJF H E A L T H  A 1V I) S O C IA L  S E R V I C E S

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

P.O. BOX 240249 
3001 "C" STREET. SUITE 260 
ANCHOHAQE, ALASKA 09624-0249 
PHONE: (907)662-1990

October 1, 1990

Grant Asay, Administrator 
St. Ann’s Nursing Horns 
415 Sixth Street 
Juneau, Alaska 99Q01

Dear Mr. Asay:

In accordance with Emergency Regulation 7 AAC 43.685(o) your 
facility’s OBRA increment has been calculated for the period 
October 1, 1990 through December 31, 1990.

In accordance with 7 AAC 43.701 you facility’s long term care 
rate for Medical Assistance services for the period October I, 
1990 through December 31, 1990 is established as follows:

Routine 1128.90
Routine Capital 19.03
Ancillaries 43.SB
1988 YEC 18.15
OBRA Increment .98

TOTAL RATE $210.62

If you have any questions or comments please call me.

Sincerely,

Ft'v
Jack Nielson 
Executive Director

cc: D. Herbert
S. Rose 
F. Shuler 
E. Hansen 
J. Livey 
R. Super
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. AHH’S NURSING HOME:.
• 415 Sixth SW»et, Jun.au, A K  S9«Ol (J07) M6-JM3

■' -v-
PRIVATE P'AY RATE SCHEDULE ’

*. rm

J ’ '! V*
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Board Action November 21, 1990
*•« * • • •' « ' » •. » "

PATIENT_-.CHAB.GX5.

• 4 • . .V*

Description Account I Amount Date Revised

2
3

Routine Charges - ICF
SNF

Isolation Charge

3640
3610

4000

4210

$2 1 0.00/day 
$2 1 0.00/day
$80.00/day

4/1/89
4/1/89

1/1/91

a. Blood Draw
b. Urinaly3is Draw

. c. C fi S Draw - Culture
d. Blood Glucose
e. Occult Blood

$22 ,00
$16.00
$25.00
$35.00
$35.00

11/1/90
11/1/90
11/1/90
1/1/91
1/1/91

4. EKG 4290 $45.00 11/1/90

5. Respiratory 4420 (attached) 1/1/91

6 . Physical Therapy 
a. Capital K-Pads

4510
4510

$80.00/hr 
$15.00/hr

11/1/90
1/1/91

7. Occupational therapy 4530 $85.00/hr 11/1/90

8 « Recreational therapy 4570 No charge 11/1/90

9. Other Ancillarys 
a. . Transportation

4910
Cab Fare • 1/1/91 '

1 0 . Speech Therapy 4920 $95.00/hr' 11/1/90

1 1 . I.V. Therapy - Set-up 4930 ‘ .
; • 

$30.00 •' 1/1/91

1 2 . Feeding Pump 4940 $5.00/day. . 1/1/91 '

AI?. -jrn/}/2i\*cv X
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STATE Of ALASKA
MEDICAID RATE ADVISORY COHH1SSIOH
COKWflSON OF MEDICAL ASSISTANCE IflMDUfiSfMEMIS TO PROGRAM SI WE OF FACILITY EXPENSES

TOTAL ST. (M'S 41,649 199,559) 77,143 (176,994) (2,659) 546,642 366,481
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S T A T E  O F ALASKA
D ep a rtm en t O i  H e a lth  And S o c i a l  S e r v i c e s  
M e d ica id  H a te  A d v is o r y  CoH w iaa ion

S t .  Anna  in fo r m a t io n  from  In d e p e n d e n t A u d i te d  F i n o n c l u l s

Met In co m e

N et C a sh  P ro v id e d  By O p e ra t io n s

1985

(21,1233

1986

(46,041)

(91,104) (213,909)

. 1987 

224,277 

391,885

■iiinn b— m m w a —  ini

1988

(87,647)

(40,854)

1989

82,115

66,465

1990 

480,628 

544,620

T o t a l  

631,409 

657,103



D I V I S I O N  O F  L E G A L  S E R V I C E S

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

( 0 0 7 )  -1 6 5 -3 8 6 7  o r  4 6 5 - 2 4 5 0  
F A X  ( 9 0 7 )  4 6 5 - 2 0 2 9  
M a i l S to p  3 1 0 1

2 4 0  M a in  S treet, S u ite  5 0 0  
J u n e a u , A la s k a  9 9 8 0 1 - 2 1 0 1

TO :

SUBJECT:

M E M O R A N D U M

Senator J i m  D u n c a n  

A T T N :  R o x a n n e

Nursing H o m e  R a t e s  ( S S S B  344)

January 10, 1992

FR O M : Terri Lauterbach 

Legislative C o u n s e

This m e m o  is a progress report a n d  a request for further instructions about drafting 

a sponsor substitute for S B  344.

A s  y o u  directed, I hav e  b e e n  in consultation with Jack Nielson since the m e eting  

a bout nursing h o m e  rates o n  D e c e m b e r  30, 1991. Initially, h e  provided m e  with the 

n a m e s  of states that h a d  all-payor systems for their hospitals. U p o n  review, these 

statutes did n ’t-seem-particularly helpful. H o w e v e r ,  Jack later c a m e  u p  with the 

n a m e s  of t w o  states that hav e  established "equalized" rates for their nursing h o m e s : 

M i n n e s o t a  a n d  N o r t h  Dakota. T h e s e  states do, in fact, s e e m  to have the system 

established that y o u  are seeking to establish in Alaska.

E nclosed is a co p y  of N o r t h  D a k o t a ’s laws o n  the subject. ^  R a t h e r  than putting 

t h e m  into bill f o r m  right now , I thought I’d check with y o u  to see if y o u  h a d  time to 

review these laws a n d  determine if they are w h a t  y o u  want.

T h e  section of the N o r t h  D a k o t a  law that lays out the m a i n  principle y o u  are 

interested in is "50-24.4-19 (1.)" o n  p a g e  150 of the attached. H o w e v e r ,  you r  bill can 

probably not b e  as simple as repeating just this language, without also laying out the 

rate structure described in the other sections.

y  I have enclosed the North Dakota laws because they arc most recently passed (1987, applicable to 
rate years beginning 1/1/90, 1 think) and seem to have been based on the earlier Minnesota laws 
(which are longer and more technical because there have been many one-time rate adjustments 3 dded 
to their laws after initial enactment).



A s  I recall, there w a s  general a g r e e m e n t  at the D e c e m b e r  meeting b e t w e e n  D H S S  

a n d  the representatives of the nursing h o m e s  that Ala s k a ’s rate-setting structure 

should also c h a n g e  if the rates for Medicaid a n d  private payors w e r e  to be equalized. 

T o  achieve that goal w o u l d  involve m o r e  than a one-section bill. M o s t  probably, it 

w o u l d  m e a n  repeal of our current rate-setting section, A S  47.07.070, a n d  e n a c t m e n t  

of m o s t  of w h a t  y o u  see in the attached N o r t h  D a k o t a  laws, with appropriate changes 

to give the M e d i c a i d  R a t e  Advisory C o m m i s s i o n  a role in the process. Is this w h a t  

y o u  w a n t  to d o ?

I a m  sending this letter a n d  a copy of the N o r t h  D a k o t a  L a w s  to Jay Livey as well, 

per you r  instructions to w o r k  with the d e p a r t m e n t  o n  this matter.

D o  y o u  w a n t  a bill e m b o d y i n g  the enclosed N o r t h  D a k o t a  law? O r  d o  y o u  wish to 

wait while the department, the advisory commission, a n d  nursing h o m e  representa­

tives review N o r t h  D a k o t a ’s laws for their applicability here? Also, d o  y o u  wish to 

limit the bill to skilled nursing facilities, or should it b e  applicable to b oard a n d  care 

h o m e s ,  I C F / M R ’s, a n d  other convalescent or residential care institutions?

I h o p e  y o u  find the enclosed information helpful. I understand that Jack Nielson is 

awaiting the arrival of a H C F A  report about "all-payor" systems, w h i c h  I will forward 

to y o u  w h e n  I get a c o p y  f r o m  him. Please let m e  k n o w  if I can b e  of further 

assistance at this time.

T M L d m b

92-006.1mb

Enclosure

cc: Jay Livey, D e p u t y  C o m m i s s i o n e r

Health a n d  Social Services

Senator Jim Duncan

January 10, 1992
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CH APTER  50-24.4 

NURSING HOME’ RATES

Section . Section
60-24.4-01. Definition*. 50-24.4-18. Appeal*.
60-24.4-01.1. Nursing home resident pay- 50-24.4-19.1. Rate* for private room*— Pay­

ment claaaificatioDS — Proce- menta by a third party on be-
durea for reconaideration. half of medical aaaiatance re-

50-24.4-10. Operating costa after January 1, cipienta.
1990. 50-24.4-27. Medicare certification.

50-24.4-16. Special rates.

50-24.4-01. D e fin itio ns . For the purposes of th is chapter:
1. "Actual allowable h istorica l operating cost per diem” means the per 

diem operating costa allowed by the department fo r tb«* uost recent 
reporting year.

2. "Actual resident d a /' means a billable, countable day as defined by 
the department.

3. "Department”  means the department o f human services.
4. "Depreciable equipment”  means the standard movable resident care 

equipment and support service equipment generally used in  long­
term  care facilities.

5. "D irect care costs” means the cost category for allowable nursing 
and therapy costs.

6 . "F inal rate”  means the rate established after any adjustment by the 
department, including, but not lim ited to, adjustments resulting 
from cost report reviews and audits.

7. "Fringe benefits”  means workers’ compensation insurance, group 
health or dental insurance, group life  insurance, retirem ent benefits 
or plans, and uniform  allowances.

8 . "General and adm inistrative costs”  means a ll allowable costs for 
adm inistering the fa c ility , including, but not lim ited to: salaries of 
adm inistrators, assistant adm inistrators, accounting personnel, 
data processing personnel, security personnel, and a ll clerical per­
sonnel; board of directors’ fees; business office functions and sup­
plies; travel, except as necessary for tra in in g  programs for d ie ti­
tians, nursing personnel and direct resident care related personnel 
required to m aintain licensure, certification, or professional stan­
dards requirements; telephone and telegraph; advertising; member­
ship dues and subscriptions; postage; insurance, except as included 
as a fringe benefit under subsection 6 ; professional services such as 
legal, accounting, and data processing services; central or home of­
fice costs; management fees; management consultants; employee 
tra in ing, for any top management personnel and for other than di-
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50-24.4-01.1 PUBLIC WELFARE»
 ̂^ re c t resident care related personnel;, and business meetings and 

"  .•Vf.Beminare. ^ S j& V  •-..5? V J-'*- "sjroh i  i;9 i ^H istorical operating costs”  means -the allowable operating costa 
a- ^ ^ ia c u E re d  by the fa c ility  during the reporting year im m ediatwy pre- 

■’ jT ^j-.ced ing  the rate year for which the payment rate becomes effective, 
a fte r the department has reviewed those costa and determined them

* ■ »v '■ :,* .

10. "Ind irect care coats" means the cost category for allowable adminis-
. . ̂ tra tio n , plant, housekeeping, medical records, chaplain, pharmacy, 

• '/  •■■’li.fiiid  dietary, exclusive.of food costs.  ̂ ■ •>: • l* .
- il.x .IL  .^Nursing home" means a fac ility , not burned or administered by the 

""state government, described in  subsection 3 of section 43-34-01.
12. "Operating costs" means the day-to-day costs of operating the fa d l- 

 ̂ v e r ity  in  compliance w ith  licensure and certification standards.
13. "O ther direct care costs”  means the cost category for allowable activ- 

ities, social services, laundry, and food costs. 14. "Payment rate” 
means the rate determined under section 50-24.4-06.

16: "Payroll taxes” means the employer's share o f Federal Insurance 
Contributions Act taxes, governmentally required retirem ent con­
tributions, and state and federal unemployment compensation 
taxes.

16. "Private-paying resident”  means a nursing home resident on whose 
- behalf the nursing home is not receiving medical assistance pay­

ments and whose payment rate is not established by any other tn ird  
party, including the veteran’s adm inistration or medicare.

17. T ta te  year”  means the fiscal year for which a payment rate deter­
mined under th is chapter is effective, from  January firs t to tire next 
December thirty-fLrat.

18. "Real estate” means improvements to real property and attached 
fixtures used d irectly for resident care.

19. "Reporting year” means the period from Ju ly  firs t to June th irtie th , 
im m ediately preceding the rate year, fo r which the nursing home 
submits reports required under this chapter.

20. "Top management personnel”  means owners, board members, corpo­
rate officers, general, regional, and disvxict managers, adm inistra­
tors, nursing home adm inistrators, and any other person perform ing 
functions o rd inarily  performed by such personnel.

Source: SX. 1987, ch. 582, $ 1; 1991, ch. 29, Slu 1991, became effective July 1, 1991, 
29, 5 16. pursuant to NJD. Const., A rt IV, 5 13.

Note.
Effective Date. 'Die definitions in section were venum-

The 1991 enactment of subsections 5, 10, b*red in 1991 ujxin the enactment of new 
and 13 of this section by section 16 of chapter subsections 6, 10, and 13.

50-24.4-01.1. N u rs ing  home residen t paym ent c lass ifica tions — 
P rocedures fo r  reconside ra tion .

1 . For purposes o f th is  cection "resident's representative" includes the 
reaiaent'a guardian or conservator, a person authorized or required 
to pay the nursing home expenses of the resident, or any. other 
person designated by the resident in  w ritin g . ■

2 . The department shall establish resident pa; m eut classifications for 
the care of residents o f nursing homes.



3. The department shall assign nursing home residents to the appro­
priate payment classification based upon assessments of the resi­
dents. . J

4. The department shall notify each resident, and the nursing home in  
which the resident resides, o f the payment classification established 
under subsection 3. The notice must inform  the resident of the clas­
sifica tion tha t was assigned, the opportunity to review the documen­
ta tion supporting the classification, the opportunity to obtain c la rifi­
cation from  the department, and the opportunity to appeal the clas­
sification. The notice o f resident classification must be sent by firs t- 
class m ail. The ind iv idua l resident notices may be sent to the resi­
dent’s nursing home fo r d istribution to the resident in  which event 
the nursing home is responsible for the d istribu tion of the notice to 
the resident and to the residents representative, i f  any. This notice 
must be distributed to the resident and sent first-class m ail or hand- 
delivered to the resident’s representative w ith in  three working days 
a fte r the nursing home’s receipt o f the notice from the department.

5. The resident or the nursing home may appeal the assigned payment 
classification to the department. The appeal must be submitted in  
w ritin g  to the department w ith in  th ir ty  dayB of the receipt of the 
notice o f resident classification. For appeals submitted by or on be­
h a lf o f the resident, the tim e period for submission of the request 
begins on the date the classification notice is delivered to the resi­
dent, or mailed or delivered to the resident's representative, which­
ever i3  la tes t The appeal must be accompanied by the name of the 
resident, the name and address o f the nursing home in  which the 
resident resides, the reasons for the appeal, the requested classifica­
tion  changes, and documentation supporting the requested classifi­
cation. The documentation accompanying the appeal is lim ited to 
documentation intended to establish tha t the needs of the resident, 
a t the tim e of the assessment resulting in  the disputed classifica­
tion, ju s tify  a change o f classification.

6 . Upon w ritten  request, the nursing home shall give the resident or 
the resident's representative a copy o f the assessment form and the 
other documentation tha t was given to the department to support 
the assessment findings. The nursing home shall also provide access 
to and a copy of other inform ation from  the resident’s record th a t 
has been requested by or on behalf o f the resident to support a 
resident’s appeal. A  copy o f any requested m ateria l must he pro­
vided w ith in  three working days of receipt of a w ritten  request for 
the inform ation. Upon request, the nursing home snail assist the 
resident in  preparing an appeal.

7. In  addition to the inform ation required in  subsection 5, an appeal by 
a nursing home must be accompanied by the follow ing inform ation: 
the date the resident payment classification notices were received 
by the nursing home; the date the classification notices were d is trib ­
uted to the resident or the resident's representative; and a copy of a 
notice o f appeal sent to the resident or to the resident’s representa­
tive. This notice m ust te ll the resident or the resident’s representa­
tive  tha t the resident’s classification is being appealed, the reason 
for the appeal, tha t the resident’s rate w ill change i f  th t appeal is 
approved by the department and the extent o f the change, tha t cop­
ies of the nursing home's appeal and supporting documentation are 
available for review, and that the resident also has the rig h t to 
appeal. I f  the nursing home fa ils to provide th is inform ation w ith

NURSING HOME RATES 50-24.4-01.1
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NURSING HOME RATES 50-24.4-05

Source: S.L. 1989, ch. 584, § 1.

50-24.4-02. A u th o rity . The department shall establish, by rule, pro­
cedures for determ ining rates for care of residents of nursing homes which 
qualify as vendors of medical assistance, and for im plem enting the provi­
sions o f th is chapter. The procedures must be based on methods and stan­
dards which the department finds are adequate to recognize the costs that 
must be incurred for the care of residents in  efficiently and economically 
operated nursing homes. The department shall identity costs that are rec­
ognized for establishing payment rates.

Source: S.L. 1987, ch. 582, § 2.

50-24.4-03. Federa l requirem ents — Suprem acy. I f  any provision 
of this chapter is determined by the United States government to be in  
conflict w ith  existing or fu ture requirements of the United States govern­
ment w ith  respect to federal participation in  medical assistance, the federal 
requirements prevail.

Source: S.L. 1987, ch. 582, § 3.

50-24.4-04. Paym ent rates. Payment rates paid to any nursing home 
receiving medical assistance payments must be those rates established pur­
suant to th is chapter and rules adopted under it.

Source: S.L. 1987, ch. 582, § 4.

50-24.4-05. R equirem ents. No medical assistance payments may be 
made to any nursing home unless the nursing home is certified to pa rtic i­
pate in  the medical assistance program under title  X IX  of the federal Social 
Security Act and has in  effect a provider agreement w ith  the department 
meeting the requirements of state and federal statutes and rules. No medi­
cal assistance payments may be made to any nursing home unless the 
nursing home complies w ith  a ll requirements of N orth Dakota law includ­
ing, but not lim ited to, th is chapter and rules adopted under it  that govern 
participation in  the program. This section applies whether the nursing 
home participates fu lly  in  the medical ass.stance program or is w ithdraw­
ing from the medical assistance program.

Source: S.L. 1987, ch. 582. 5 5.



50-24.4-06 PUBLIC WELFARE

50-24.4-03. Rate de te rm ina tion . The department shall determine 
prospective payment rates for resident care costs. For rate years beginning 
on or after January 1 , 1990, the department shall develop procedures for 
determ ining operating cost payment rates that take in to account the m ix of 
resident needs and other factors as determined by the department.

The department shall establish, by rule, lim ita tions on compensation 
recognized in  the historica l base for top management personnel. Compensa­
tion for top management personnel must be categorized as a general and 
adm inistrative cost and is subject to any lim its  imposed on tha t cost cate- 

g0iy- •

Source: S.L 1987, ch. 582, 5 6.

50-24.4-07. N onallow able  costs. The follow ing costs may not be rec­
ognized as allowable: po litica l contributions; salaries or expenses of a lob­
byist, as defined in  section 54-05.1-02, for lobbying activities; advertising 
designed to encourage potential residents to select a particu la r nursing 
home; fines and penalties; legal and related expenses for unsuccessful chal­
lenges to decisions by governmental agencies; memberships in  sports, 
health, or s im ila r social clubs or organizations; and costs incurred for activ­
ities d irectly related to influencing employees w ith  respect to unionization. 
The department shall by rule exclude the costs o f other items or services 
not d irectly related to the provision of resident care.

Source: S.L 1987, ch. 582, § 7.

50-24.4-08. N otice o f increases to p riva te -pay ing  residents. No 
increase in  nursing home rates for private-paying residents is effective 
unless the nursing home notifies the resident or person responsible for 
payment of the increase in  w ritin g  th irty  days before the increase takes 
effect. A  nursing home may adjust its rates w ithout g iving the notice re­
quired by th is section when the purpose of the rate adjustment is to reflect 
a necessary change in  the category of care provided to a resident. I f  the 
department fa ils to set rates at least forty days p rio r to the beginning of a 
rate year, the tim e required for g iving notice is decreased by the number of 
days by which the department was late in  setting the rates.

Source: S.L 1987, ch. 582, § 8.

50-24.4-09. In te rim  rates. In  setting rates for payment for services 
furnished by nursing homes prior to January 1,1990, the department shall 
operate the ratesetting process as i t  presently exists, or in  any other fash­
ion which may be perm itted by law. The department may, in  its  discretion, 
prior to Ju ly 1, 1988, direct tha t nursing homes engage in  any activ ity 
which w ill be reasonably necessary to perm it an orderly transition to the 
establishment o f payment rates under th is chapter.



to yeai/rTS, '  n  -‘Jmetitit shall, cistanliMe procednrea forr determ ining p e r diem 
Jrarsemeut fo r operating awta;. 

p y i a L ®  department shalT mo in ta in  access-to national ô nxL state 
^ j v.^ ^ 'im c jd ia n g e  indices that.can be applied to the appropriate 
W* ^'■^.V(^tegdne8 when determ ining the operating, coat- payment rate.

'  3 ^ Jh a  department shall, analyze and evaluate each nursing homaS 
^ '■ /-^ T c o s t report of'a llow able operating coats incurred by the h u rrin i, 
kfo X'<v»lfi>me during the reporting year im m ediately preceding the rate 

year for which the payment rate becomes, effective, '.is  •
4 .' ,The department shnll establish: lim its  on actual allowable

operating cost per diems based on cost reports o f allowable operating? 
costs fo r the reporting year th a t begins Ju ly 1 , 1987, ta k in g  into*;: 
consideration relevant factors includ ing resident needs, nursing 
hours necessary to meet resident needs, size o f the nursing homof 'v * 
and the costs th a t must be incurred fo r the care o f residents in  an 
e ffic ien tly and economically operated nursing home. The lim its  ea^-V 
tablished by the department may not be less, in  the aggregate, than 
the s ix tie th  percentile of to ta l actual allowable historical operating. I 
cost per diems fo r each group o f nursing homes established under- 
th in chapter based on cost reports o f allowable operating costs in  the ^  
previous reporting year. The lim its  established under th is subsec- 
tion  rem ain in  effect u n til the department establishes a new base ... 
period- U n til the new base period is  established, the department 
shall adjust the lim its  annually using the appropriate econom ic-'? 
change indices established in  subsection 5. In  determ ining allowable 
h istorica l operating cost per diems for purposes o f setting lim its  and_ S j



50-24.4-11. A d j u s t m e n t  of historical operating costs.

1. For rate years beginning on or after January 1, 1991, the depart­
ment may allow a one-time adjustment to historical operating costs 
of a nursing home that has been found by the department to be 
sign ificantly below care related, m inimum standards appropriate to 
the m ix o f resident needs in  that nursing home when it  is deter­
mined by the departm ent'fhat the nursing home is unable to meet 
m inimum standards through reallocation of nursing home costs and 
efficiency incentives or allowances. In  developing procedures to a l­
low adjustments, the department shall specify the terms and condi­
tions governing any additional payments made to a nursing home as 
a result of the adjustment. The department shall establish proce­
dures to recover amounts paid under this section, in  whole or in  
part, and to adjust current and future rates, for nursing homes that 
fa il to use the adjustment to satisfy care related m inimum stan­
dards.

2. I f  the department learns tha t unallowable expenditures have been 
included in  the nursing home’s historical operating costs, the de­
partment shall disallow the expenditures and recover the entire 
overpayment out of future payments otherwise due to the nursing 
home under chapter 50-24.1, or otherwise, as the department may 
determine.

Source: S.L. 1987, ch. 582. § 11.
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NURSING HOME RATES 50-24.4-14

50-24.4-12. A vo id ing  d e trim e n ta l e ffect on q u a lity  o f care. I f  the 
department learns th a t expenditures for direct resident care have been 
reduced in  amounts large enough to indicate a possible detrim ental effect 
on the quality o f care, the department shall notify the state department of 
health and consolidated laboratories.

Source: S.L. 1987, ch. 582, 5 12.

50-24.4-13. E xclusion. U n til procedures for determ ining operating 
cost payment rates according to mas of resident needs are established for 
nursing homes tha t exclusively provide residential services for the 
nongeriatric physically handicapped, such nursing iiomes may not be in ­
cluded in  the calculation of the percentiles of any group. Each of these 
nursing homes shall receive th e ir actual allowed historical operating cost 
per diem adjusted by a percentage amount equal to the increase, i f  any, in 
the national or state economic change index, made available under section 
50-24.4-10, and which the department determines to be relevant to residen­
tia l services for the nongeriatric physically handicapped.

Source: S.L 1987, ch. 582, § 13.

50-24.4-14. G eneral and a d m in is tra tive  costs a fte r Ja n u a ry  1 , 
1990. For rate years beginning on or after January 1,1990, a ll general and 
adm inistrative costs must be included in  general and adm inistrative costs 
in  tota l, w ithout direct or ind irect allocation to other cost categories. In  a 
nursing home of s ix ty  or fewer beds, part of an adm inistrator’s salary may 
be allocated to other cost categories to the-extent justified  in  records kept 
by the nursing home. Central or home office costs representing services of 
consultants required by law in  areas including, but not lim ited  to, dietary, 
pharmacy, social services, or activ ities may be allocated to the appropriate 
department, but only i f  those costs are directly identified by the nursing 
home. Central, affilia ted, or corporate office costs representing services of 
consultants not required by law in  the areas of nursing, medical records, 
dietary, other care related services, and plant operations may be allocated 
to the appropriate operating cost category o f a nursing home according to 
subsections 1 through 5.

1. Only the salaries, fringe benefits, and payroll taxes associated w ith  
the individual perform ing the service may be allocated. No other 
costs may be allocated.

2. The allocation must be based on direct identification and only to the 
extent ju s tified  in  tim e d istribu tion  records that show the actual 
time spent by the consultant perform ing the services in  the nursing 
home.

3. The cost in  subsection 1 for each consultant must not be allocated to 
more than one operating cost category in  the nursing home. I f  more
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50-24.4-15 PUBLIC WELFARE

than one nursing home is served by a consultant, a ll nursing homes 
shall allocate the consultant’s cost to the same operating category.

4. Top management personnel must not be considered consultants.
5. The consultant’s fu ll-tim e responsibilities are to provide the services 

identified in  this section.

Source: S.L. 1987, ch. 582, § 14.

50-24.4-15. P rope rty-re la ted  costs a fte r January 1 , 1990. For a ll 
rate years beginning on or after January 1, 1990:

1 . The department shall reimburse nursing home providers that are 
vendors in  the medical assistance program for the use o f real estate 
and depreciable equipment.

2. In  developing the method for determ ining that part o f the payment 
rate for the use of realestate and depreciable equipment, the depart­
ment shall consider Factors designed to:
a. S im plify the adm inistrative procedures for determ ining payment 

rates for property-related costs;
b. M inim ize discretionary or appealable decisions;
c. E lim inate any incentives to sell nursing homes;
d. Recognize legitim ate costs o f preserving and replacing property;
e. Recognize the existing costs of outstanding indebtedness allow­

able under the statutes and rules in  effect on Ju ly  1, 1985; and
f. Reward efficient management of capital assets.

Source: S.L. 1987, ch. 582, § 15. Sa-0 N o * !4* > * * *  ^

crease and ftf^ e w ly  constructed nursing homes, wJjieB firs t provide ser- 
vices on or a fterJi!R >^1988, and which are noptaftfluded in  the calculation 
of the percentile for a^^gToup, the depgjrtlnent shall establish by rule 
procedures for determ in ingm t^qm opcfating cost payment rates. The in ­
terim  payment rate may not be i^ r e id jo r  more than fifteen months. The 
department shall establish m^Cedures fon lK ftnn in ing  the in te rim  rate and 
for making a retroactiv^ftSst settle-up after theT fra '^ear of operating; the 
cost settled operatinjjpfost per diem may not exceed oneTfundred ten per­
cent of the s ixtie th  percentile established for the appropriate group.

f t r t r  -7*i . «■{ • l(o  ,
Source: S.L. 1987, ch. 582. F16.

50-24.4-17. Adjustm ents and reconsidera tion  procedures.
1. Rate adjustments may be made to correct errors subsequently deter­

mined and must also be retroactive to the beginning o f the fa c ility ’s 
rate year except w ith  respect to rates paid by private-paying resi­
dents. Any adjustments that result in  a cumulative change of more 
than twenty-five cents per day from the desk rate w ill be included in
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nursing home payment rates, the department shall divide the allow­
able h istorica l operating costa by the actual number of resident 

mtj  days; except th a t where a nursing home is occupied at less than * 
.,.;v n inety percent o f licensed capacity days, the department may estab- •*
. . '-  llah procedures to adjust the computation o f the per diem th an "** 
v im puted occupancy level a t or below ninety percent-The department k

shall establish efficiency incentives as appropriate. The department 
JJ',1 may establish efficiency incentives fo r different operating cost cate-' ^

„• gones. The department shall consider establishing efficiency in c e ii- .
. •„-Stives in  care-related cost categories. The department may combine °

, _ one or more operating cost categories and may use different methods ..  
for calculating payment rates for each operating coat category or ™ 

--'combination o f operating cost categories. .
..Xt 6 . department sha ll establish a composite index or indices by de- 

term im ng the appropriate economic change indicators to be applied “ 
to specific operating cost categories or combination o f operating cost 
‘categories. 1 *

6 . Each nursing home shall receive an operating cost payment rate 
equal to the sum o f the nursing home’s operating cost payment rates 
for each operating cost category. The operating cost payment rate 
for an operating cost category must be the lesser ot the nursing 
home’s h istorica l operating cost in  the category increased by the 
appropriate index established in  subsection 5 for the operating cost 
category plus an efficiency incentive established pursuant to Bub sec­
tion 4 or the lim it fo r the operating cost category increased by the 
same index. I f  a nursing home’s actual historic operating costs are 
greater than the prospective payment rate for th a t rate year, there 
may be no retroactive coat settle-up. In  establishing payment rates 
for one or more operating coot categories, the department may estab­
lish  separate rates for different classes of residents based on th e ir 
re la tive  care needs. .j

7. Effective Ju ly  1 ,1£>91, the efficiency incentives to be established by 
the department pui suant to subsection 4 for a fa c ility  w ith  an actual 
rate below the lim it rate for ind irect care costs must include the 
lesser o f two dollars and s ix ty  cents per resident day or the amount 
determined by m u ltip ly ing  seventy percent times the difference be­
tween the actual rate, exclusive o f in fla tion  indices, and the lim it  
rate, exclusive o f current in fla tion  indices. The efficiency incentive 
must be included as a part of the indirect care cost rate.

8 . Effective Ju ly  1,1991, each nursing home must receive an operating 
m argin o f a t least three percent based upon the lesser of the actual 
direct care and other direct care costs and the lim it rate p rio r to 
in fla tion . The operating m argin w ill then be added to the rate for 
direct care and other direct care cost categories.

Source: S.L. 1987, ch. 582, 5 10; 1991, ch. of this section by section 17 of chapter 29,
29, } 17. S i* 1991, became etfsctive July 1,1991, pur­

suant to NJ). Const, A rt IV, } 13.
E f f e c t iv e  D a t e .

Tha 1991 enactment of subsections 7 and 8
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50-24.4-15 PUBLIC WELFARE

50-24.4-15. P ro p e r ty - re la te d  c o s ts  a f te r  J a n u a r y  1, 1990.

Note.
Section L of chapter 617, S.L 1991, effec­

tive July 1, 1991, pursuant to N.D. Const., 
Art. IV, } 13, through June 30, 1993, and 
offer that date ineffective, provides:

"Property reimbursement study—Re­
imbursement in certain cases.

1. The department of human services shall 
study the medical assistance) property 
coat reimbursement system for the nurs­
ing home industry in the state of North 
Dakota. The department shall establish 
a nine-member advisory committee for 
the study consisting of departmental 
staff, at least three representatives of 
the long-term care industry, and three 
legislative members appointed by the 
chairman of the legislative council. The 
deportment may expend funds to engage 
a qualified consulting firm to assist in 
the study and shall from time to time 
report on the progress of the study and 
any findings to the legislative council or 
a committee designated by the council. 
The legislative council shall report any 
findings and recommendations, together 
with any legislation required to imple­
ment the recommendations, to the fifty- 
third legislative assembly.

2. The department shall reimburse nurs­
ing borne providers that are vendors in 
the medical assistance program for the 
use of real estate and depreciable equip­
ment that was purchased by the nursing 
home provider after July 1, 1985, and 
before January 1, 1991, based on prop­
erty costs created by good faith, arm’s 
length purchase agreements. For pur­
poses of this Act, "property costs” means 
property taxes including special assess­
ments, lease and rental costa of personal 
property and reasonable legal expense,

all to the extent allowable under chap­
ter 60-24.4 and rules adopted by tha de­
partment; interest expense allowable 
under rules adopted by the department 
without the application of subdivision f 
of subsection 1 of section 75-02-06-04 of 
the North Dakota Administrative Code; 
personal property depreciation based 
upon purchase price paid by the buyer, 
and real property depredation based 
upon current reproduction cost of those 
assets depreciated on a straight-line ba- 
sio over their useful lives to the date of 
acquisition by the buyer and increased 
by one-half of the percentage increase in 
the consumer price index for all urban 
consumers (United States city average) 
from the date of acquisition by the seller 
to the date of acquisition by the buyer, 
or the puidiasa price paid by the buyer, 
whichever is lower."

Section 2 of chapter 517, S.L. 1991, makes 
an appropriation of $75,000 out of moneys in 
the general fund and of $75,000 from special 
funds to the department of human services 
for the purpose of undertaking the study pro- 

. vided for in section 1 of chapter 517, for the 
period beginning July 1, 1991, and ending 
June 30,1993. Section 3 of chapter 517, S.L. 
1991, directs that the department provide ad­
ditional property cost reimbursement re­
quired by the act from funds appropriated to 
tlie department by chapter 29, SX. 1991, and 
declares that it is the intent of tho legislative 
assembly that the $783,345, of which 
$184,086 is from the general fund, necessary 
to fund the additional reimbursement re­
quired, will be available through the depart­
ment's recapture of depreciation related to 
sales between the Benedictine health sys­
tems and Beverly enterprises.

50-24.4-16. 
1

S p e c ia l ra te s .
For nursing h o m e s  with a significant capacity increase and for 
newly constructed nursing homes, which first provide services on or 
after July 1,1988, a n d  which are not included in the calculation of 
the percentile for a n y  group, the department shall establish proce­
dures for determining interim operating cost p a y m e n t  rates. T h e  
interim pa y m e n t  rate m a y  not be in effect for mo r e  than eighteen 
months. T h e  department shall establish procedures for determining 
the interim rate and for m a k i n g  a retroactive cost settle-up for pe­
riods w h e n  a n  interim rate w a s  in effect.
A s  soon as is practicable following the establishment of the proce­
dures required by subsection 1, the department shall apply the spe­
cial rates for all affected facilities for rate periods beginning on or 
after January 1, 1990.
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NURSING HOME RATES

the next subsequent coat report to the extent not corrected by a rate 

adjustment m a d e  pursuant to this subsection.

2. A n y  requests for reconsideration of the rate mu s t  be filed with the 

department’s medical services division for administrative consider­

ation within thirty days of the data of the rate notification.

Source: S.L. 1987, ch. 582. 5 17.

50-24.4-18

NURSING HOME RATES 50-24.4-19.1

Source: S.L 1987, ch. 582. § 16; 1991, ch.
518. § 1.

50-24.4-18. Appeals.
1. A  nursing h o m e  dissatisfied with the final rate established may, 

upon completion of the reconsideration, appeal. A n  appeal m a y  be 
perfected by mailing or delivering the information described in sub­
divisions a through e of this subsection to the department, at such 
address as the department m a y  designate, mailed or delivered on or 
before five p.m. on the thirty-first day after the date of mailing of 
the determination of the medical services division m a d e  with re­
spect to a request for reconsideration. A n  appeal under this section 
is perfected only if accompanied by written documents including the 
following information:
a. A  copy of the letter received from the medical services division 

advising of that division’s decision on the request for reconsider­
ation;

b. A  statement of each disputed item and the reason or basis for the 
dispute;

c. A  computation and the dollar amo u n t  which reflects the appeal­
ing party’s claim as to the correct computation and dollar a m o u n t  
for each disputed item;

d. The  authority in statute or rule upon which the appealing party 
relies for each disputed item; and

e. The name, address, and telephone n u m b e r  of the person upon 
w h o m  all notices will be served regarding the appeal.

2. Repealed by S.L. 1991, ch. 637, § 9, effective July 1, 1991.

Source: SX. 1987, ch. 582, § 18; 1991, ch. ter 637, S.L. 1991, which repealed subsection 
637, § 9. 2, became effective July 1,1991, pursuant to

E ffe c t iv e  D a te .
The 1991 amendment by section 9 of chap-

N.D. Const., Art. IV, § 13.



50-24.4-19 PUBLIC WELFARE

50-24.4-19. Prohibited practices. F r o m  and after January 1,1990, a 

nursing h o m e  is not eligible to receive medical assistance payments unless 

it refrains from all of the following:

1. Charging private-paying residents rate3 for similar services which 

exceed those rates wliich are approved by the department for medi­

cal assistance recipients, as determined by the prospective desk 

audit rate, except under the following circumstances: the nursing 

h o m e  m a y  (1) charge private-paying residents a higher rate for a 

private room, and (2) charge for special services which are not in­

cluded in the daily rate if medical assistance residents are charged 

separately at the s a m e  rate for the s a m e  services in addition to the 

daily rate paid by the department of h u m a n  services. Services cov­

ered by the payment rate mu s t  be the s a m e  regardless of payment 

source. Special services, if offered, m u s t  be offered to all residents 

and charged separately at the s a m e  rate. Residents are free to select 

or decline special services. Special services must not include services 

which m u s t  be provided by the nursing h o m e  in order to comply 

with licensure or certification standards and that if not provided 

would result in a deficiency or violation by the nursing home. Ser­

vices beyond those required to comply with licensure or certification 

standards m u s t  not be charged separately as a special service if they 

were included in the p a y m e n t  rate for the previous reporting year. A  

nursing h o m e  that charges a private-paying resident a rate in viola­

tion of this chapter is subject to an  action by the state or any of its 

subdivisions or agencies for civil damages. A  private-paying resi­

dent or the resident’s legal representative has a cause of action for 

civil d a m a g e s  against a nursing h o m e  that charges the resident 

rates in violation of this chapter. T h e  d a m ages awarded shall in­

clude three times the payments that result from the violation, to­

gether with costs and disbursements, including reasonable attor­

neys’ fees or their equivalent.

2. Requiring an  applicant for admission to the home, or the guardian 

or conservator of the applicant, as a condition of admission, to pay 

any fee or deposit in excess of one hundred dollars, loan any m o n e y  

to the nursing home, or promise to leave all or part of the applicant’s 

estate to the home.

3. Requiring any resident of the nursing h o m e  to utilize a vendor of 

health care services w h o  is a licensed physician or pharmacist cho­

sen by the nursing home.

4. Providing differential treatment on the basis of status with regard 

to public assistance.

5. Discriminating in admissions, services offered, or r o o m  assignment 

on the basis of status with regard to public assistance. Admissions 

discrimination shall include, but is not limited to:

a. Basing admissions decisions upon assurance by the applicant to 

the nursing home, or the applicant's guardian or conservator.
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T H E  C O S T  O F  L O N G  T E R M  C A R E  IN A L A S K A  
D e c e m b e r  16, 1991

O v e r  the p a s t  three years, St. A n n ' s  N u r s i n g  H o m e  has 
e x p e r i e n c e d  annual i n c r e a s e s  in e x p e n s e s  of 4.2% for 1989,
3.7% for 1990 a n d  an e s t i m a t e d  3. 2 %  for 1991. T h e s e  annual 
i n c r e a s e s  are m u c h  lower t h a n  the n a t i o n a l  and S t a t e  of A l a s k a  
H e a l t h c a r e  i n f l a t i o n  indices. H o w e v e r ,  n u r s i n g  h o m e  c osts in 
A l a s k a  a r e  still h i g h  in c o m p a r i s o n  to the lower 48 states.
The j u s t i f i c a t i o n  for t h e s e  h i g h e r  costs can be c l a s s i f i e d  in 
at least two c a t e g o r i e s ,  A l a s k a  S p e c i f i c  C o s t s  and St. A n n ' s  
S p e c i f i c  Costs.

A L A S K A  S P E C I F I C  C O S T S

H i g h e r  A c u i t y :  A l a s k a  r e g u l a t i o n s  r e q u i r e  p a t i e n t s  to h a v e
s p e c i f i c  m e d i c a l  n e e d s  in o r d e r  to be e l i g i b l e  for n u r s i n g  
h o m e  p l a c e m e n t .  T h e s e  h e a v i e r  m e d i c a l  n e e d s  r e q u i r e  m o r e  
staff, p r o f e s s i o n a l  and n o n - p r o f e s s i o n a l .  M a n y  s t a t e s  do not 
h a v e  s t r i n g e n t  m e d i c a l  r e s t r i c t i o n s  a n d  c o n s e q u e n t l y  do not 
ha v e  the h i g h e r  per p a t i e n t  cost.

H i g h e r  Q u a l i t y :  A l a s k a  has the h i g h e s t  q u a l i t y  n u r s i n g  h o m e s
and s o m e  of the m o s t  r e s t r i c t i v e  r e g u l a t i o n s  th a n  n e a r l y  any 
o t h e r  state. For e x ample, A l a s k a  c u r r e n t l y  r e q u i r e s  a 
R e g i s t e r e d  N u r s e  on d u t y  2 4 - h o u r s  p e r  day, s e v e n  days a week. 
The f e d eral r e g u l a t i o n  r e q u i r e s  a R e g i s t e r e d  N u r s e  o n l y  8 
hours a day. A l a s k a  N u r s i n g  H o m e s  h a v e  m u c h  h i g h e r  s t a f f  per 
p a t i e n t  r a t i o s  t h a n  o t h e r  states. A b u s e  a n d  n e g l e c t  s t o r i e s  
are n e a r l y  n o n - e x i s t e n t .

A l a s k a ' s  R e m o t e n e s s :  B e c a u s e  of A l a s k a ' s  g e o g r a p h i c
logistics, s o m e  v e r y  b a s i c  s e r v i c e s  and o p e r a t i o n s  are m u c h  
m o r e  e x p e n s i v e ;  i.e., c o n t i n u i n g  e d u c a t i o n ,  travel, u t i l i t i e s ,  
etc. F r e i g h t  can be as m u c h  as 15 to 20 p e r c e n t  of the s u p p l y  
c o s t .

E c o n o m i e s  of Scale: Mo s t  of A l a s k a’s n u r s i n g  h o m e s  a r e  ve r y
small and c a n n o t  r e a l i z e  the e c o n o m i e s  of s c a l e  e x p e r i e n c e d  by 
large 2 0 0 - 3 0 0  b e d  n u r s i n g  h o m e s  d o w n  south. B o t h  large and 
small n u r s i n g  h o m e s  m u s t  p r o v i d e  one a d m i n i s t r a t o r ,  one 
n u r s i n g  d i r e c t o r ,  one d i e t i t i a n ,  one chief f i n a ncial off i c e r ,  
a c e r t i f i e d  a u d i t  and o t h e r  staff a n d  s e r v i c e s .  U n l i k e  the 
large f a c i l i t y ,  a small n u r s i n g  h o m e  mu s t  s p r e a d  t h e s e  c o m m o n  
costs to a s m a l l e r  p a t i e n t  base. M o s t  of the large n u r s i n g  
h omes in the lower 48 also are o w n e d  by or p a r t i c i p a n t s  of 
m u l t i - f a c i l i t y  c h a i n s  w h i c h  a l l o w s  t h e m  to ta k e  a d d i t i o n a l  
a d v a n t a g e  of e c o n o m i e s  of in a g r a n d e r  scale.



C o m p e t i t i o n  for S t a t e  M a g e s  and B e n e f i t s :  St. A n n ' s  is
l o c a t e d  in the m i d d l e  of a s t a t e  and f e d eral g o v e r n m e n t  
e n v i r o n m e n t .  T h e  n u r s i n g  h o m e  m u s t  c o m p e t e  w i t h  g o v e r n m e n t  
e n t r y  level w a g e s  a n d  t h e i r  C a d i l l a c  b e n e f i t  plans. Th i s  
a g a i n  d r i v e s  w a g e s  up in all c l a s s i f i c a t i o n s  of n u r s i n g  h o m e  
e m p l o y m e n t .  T h e  P i o n e e r  H o m e  c u r r e n t l y  s t a r t s  N u r s e  
A s s i s t a n t s  at $ 2 . 30/hr. h i g h e r  th a n  St. Ann's.

J u n e a u ' s  L a c k  of C o n t r a c t u a l  Services: In the lower 48, t h e r e
is a m p l e  c o m p e t i t i o n  for o u t s i d e  c o n t r a c t u a l  s e r v i c e s  that are 
s i g n i f i c a n t l y  less e x p e n s i v e  th a n  p r o v i d i n g  t h e m  in house.
For ex a m p l e ,  l a u n d r y  s e r v i c e  at St. A n n ' s  is v e r y  e x p e n s i v e  
and t h e r e  is no one o u t s i d e  that can p r o v i d e  this service.
Th e  h o s p i t a l  is a l s o  l o o k i n g  for s o m e o n e  to do t h eir l a u n d r y  
s e r v i c e .

N o n - M u l t i  F a c i l i t y :  U n l i k e  o t h e r  f r e e - s t a n d i n g  n u r s i n y  h o m e s
in the l o w e r  48 a n d . a l s o  in A l a s k a ,  St. A n n ' s  is u n i q u e  in 
that it is not a p a r t i c i p a n t  in a m u l t i - h o m e  system. B e c a u s e  
of our d i s t i n c t  i d e n t i t y ,  we c a n n o t  ta k e  a d v a n t a g e  of m u l t i­
use r  p u r c h a s i n g  a g r e e m e n t s .  M a l p r a c t i c e  i n s u r a n c e  t n r o u g h  a 
m u l t i - h o m e  s y s t e m  is a f r a c t i o n  of w h a t  St. A n n ' s  pays. M a n y  
o t h e r  s e r v i c e s  m a y  be o b t a i n e d  c h e a p e r  t h r o u g h  m u l t i - h o m e  
s y s t e m s .

J u n e a u ' s  M o b i l e  P o p u l a t i o n :  P a r t i c u l a r l y  for younger, e n t r y
level w o r k e r s ,  J u n e a u  is e s p e c i a l l y  t r a n s i e n t .  The i n c r e a s e d  
t u r n o v e r  r e s u l t s  in a h i g h e r  t r a i n i n g  e xpense.



D u p l i c a t i o n  o f  S e r v i c e s :  A l a s k a  is u n i q u e  in that m a n y
f a c i l i t i e s  c a n n o t  take a d v a n t a g e  of e c o n o m i e s  of s c a l e  b e c a u s e  
the s a m e  s e r v i c e  is d u p l i c a t e d  in the c o m m u n i t y  t h r o u g h  the 
P i o n e e r  H o m e  s y s tem. In a la r g e r  p h y s i c a l  facility, St. A n n ' s  
c o uld p r o v i d e  c a r e  for 30 m o r e  p a t i e n t s  ( J u n e a u  P i o n e e r  H ome) 
w i t h  m i n i m a l  s t a f f i n g  i n c r e a s e s  a n d  i n c r e m e n t a l  s u p p l y  costs. 
W h i l e  c o m p e t i t i o n  can be h e a l t h y ,  it c a n  b e  d e t r i m e n t a l  
p a r t i c u l a r l y  in the fully s u b s i d i z e d  a r e n a  of S t a t e  and 
Federal g o v e r n m e n t .

U n d e r u t i l i z e d  F a c i l i t i e s :  M a n y  f a c i l i t i e s  in A l a s k a  are
o p e r a t i n g  w i t h  e m p t y  beds. B e c a u s e  of the f i x e d  c osts 
a s s o c i a t e d  w i t h  o p e r a t i n g  a n u r s i n g  h o m e  (as e x p l a i n e d  a b o v e  
in e c o n o m i e s  of scale) t h e s e  e m p t y  be d s  a r e  e x p e n s i v e  to 
m a i n t a i n  and m u s t  be s p r e a d  to p a y i n g  p a t i e n t s .  In 1990 w h e n  
St. A n n ' s  a v e r a g e  census was 42 or 43, w e  o p e r a t e d  at 
a p p r o x i m a t e l y  $ 1 8 5  a v e r a g e  e x p e n s e  p e r  p a t i e n t  day. This 
c o m p a r e s  to 1 9 9 1 's a v e r a g e  c e n s u s  of 38 a n d  $206 a v e r a g e  
e x p e n s e  p e r  p a t i e n t  day.

L a b o r  Costs: A l a s k a  has e x t r e m e l y  h i g h  c o s t s  a s s o c i a t e d  w i t h
labor. T h e  e n t r y  level w a g e  in h e a l t h  c a r e  ( n u r s e  a s s i s t a n t s ,  
h o u s e k e e p i n g ,  etc.) can b e  t w i c e  as h i g h  as o t h e r  states. 
P r o f e s s i o n a l s  are l i k e w i s e  p a i d  m o re. P e n s i o n  p l a n s  and 
m e d i c a l ,  de n t a l  a n d  v i s i o n  b e n e f i t s  for e m p l o y e e s  and 
d e p e n d e n t s  is the n o r m  in A l a s k a .  F o r  t h e  m o s t  part, this 
c o v e r a g e  is not a b e n e f i t  for e m p l o y e e  d e p e n d e n t s  in m a n y  
o t her states.

ST. A N N ' S  S P E C I F I C  C O STS

H i g h  A c u i t y :  C u r r e n t l y  St. A n n ' s  is e x p e r i e n c i n g  t r e m e n d o u s l y
hi g h  acuity. W e  h a v e  m o r e  t u b e  f e e d i n g  p a t i e n t s  th a n  the 
en t i r e  P i o n e e r  H o m e  system. S e v e r a l  St. A n n ' s  p a t i e n t s  are 
comatose. O t h e r s  r e q u i r e  c o n t i n u o u s  o x y gen. This h e a v y  c a r e  
r e q u i r e s  i n c r e a s e d  staff, a n d  m o r e  m e d i c a l  s u p p l i e s  and 
e q u i p m e n t .

J u n e a u ' s  Co s t  of Living: A l t h o u g h  this is n o t  p e c u l i a r  to
J u n e a u  alone, th i s  city d o e s  h a v e  e x t r e m e l y  h i g h  h o u s i n g  
e xpenses. J u n e a u ' s  cost of l i v i n g  is at l e a s t  30% h i g h e r  th a n  
the U.S. a v e r a g e .  An e n t r y  level e m p l o y e e  r e q u i r e s  a m i n i m a l  
w a g e  to s u r v i v e  in Juneau. T h i s  w a g e  is n e a r l y  t w i c e  as h i g h  
as an e n t r y  level e m p l o y e e  in the l o w e r  48. The e f f e c t s  of a 
h i g h  m i n i m a l  w a g e  " t r i c k l e s  u p . "  A  N u r s e  A s s i s t a n t  in A l a s k a  
earns as m u c h  as an LPN d o w n  south, but an L.P.N. in A l a s k a  
will not w o r k  for N u r s e  A s s i s t a n t  w a g e s  s o  m u s t  be p a i d  
p r o p o r t i o n a l l y  higher. L i k e w i s e ,  an R.N. wi l l  not w o r k  for 
L.P.N. wages. C o n s e q u e n t l y  w a g e s  a n d  the a c c o m p a n y i n g  
b e n e f i t s  c r e a t e  a h u g e  d i s p a r i t y  b e t w e e n  A l a s k a  and the 
lower 48.
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ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e

January 24, 1992

Senator Jim Duncan 
Room 119, Capitol 
P.O. Box V 
Juneau, AK 99811

Subject: SB 344  - "An Act prohibiting a nursing facility that participates in the Medicaid 
program from  charging a rate for a resident that is higher than the rate approved for 
Medicaid purposes."

Dear Senator Duncan:

The A laska S tate Hospital and Nursing Home Association (ASHNHA) has 
reviewed SB 344  which you sponsored earlier this month.

The ASHNHA m embers are opposed to SB 344 as introduced.

The bill would require nursing homes to reduce the amount they charge all 
patients o ther than Medicaid patients. This provision would impact the existing 
Federal Medicare re im bursem ent formulas.

The nursing hom es currently negotiate discounts or allowances with high volume 
purchasers such as the Veteran 's Adm inistration, Champus, and commercial insurers. 
Senate Bill 344  would preclude those negotiations which are used by the facilities to 
make sure they recover costs not covered by Medicaid and Medicare.

Under this bill the  am ounts charged private pay patients and those with 
commercial insurance would be reduced to the same level tha t is paid by Medicaid.

This would create a hardship for the nursing homes because SB 344  contains no 
provision for Medicaid or any one else to  cover the costs tha t Medicaid and Medicare 
don 't cover now. The ASHNHA members believe this could bring about nursing home 
failures and prevent A laskans from having access to needed long term  care services.

ASHNHA members understand that, with this bill, you are trying to develop a 
system  where all payers would pay the same amount for nursing services. Developing 
such a system  however, needs to be done with the objective of making sure the full 
cost of nursing home care is being covered. In order to do that, the S tate 's entire 
Medicaid re im bursem ent system needs to be reworked.

319 S eward Street #11 • J uneau, AK 99801 • (907) 586-1790 • F ax (907) 463-3573
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ASHNHA has been working with the Department of Health and Social Services 
(DHSS) for the past six months to develop the design of a new Medicaid 
re imbursement system . ASHNHA believes the kind of change proposed in your 
SB 344 should be made in the context of the design of a completely new 
re im bursem ent system .

DHSS and ASHNHA have formed a steering comm ittee that has met regularly to 
work on new system  design. The four ASHNHA steering com m ittee m embers would 
be happy to meet with you at your convenience to discuss the process and status of 
the new system  development.

Currently, A laska 's Medicaid re imbursement system  does not even a ttem pt to 
cover costs at all of the nursing homes. A cap is imposed on the am ount of daily 
re imbursement allowed by Medicaid. The cap is an amount equal to  the state wide 
average costs per patient day at all Alaska nursing homes. If a specific facility has 
costs per patient day that exceed the statewide average, their routine rate 
re imbursement is lim ited to the statewide average.

Using St. A nn 's  Nursing Home as an example, the 1992 cap tha t is being 
imposed on re imbursement is $6 .00 per patient per day lower than St. Ann 's  1991 cost 
per patient day. That difference alone costs St. Ann 's nearly $100,000 per year.

If Medicaid continues to cap the reimbursement at an amount lower than St.
Ann 's  cost and SB 344  forces the facility to reduce all non Medicaid patient's bills, the 
negative financial impact becomes even more burdensome.

The Alaska Superior Court has ruled that the regulations used to implement the 
cap on long term  care Medicaid reimbursement are void. The State has appealed that 
decision to  the S tate Supreme Court and continues to impose the cap.

Medicaid does not reimburse facilities for Charity care or bad debts.

If Senate Bill 344  was to pass, the facilities would have to reduce their bills to 
private pay and commercially insured patients. It could also result in a drop in 
Medicare re imbursem ent for the facilities.

As the long term  care cap continues to be imposed, some facilities are already 
operating at a built in loss.

The ASHNHA members do not believe it is reasonable to remove their financial 
operating options. They support continued development of a new Medicaid 
re im bursem ent system.

If it should be done, equalization of amounts paid by all payers should be done in 
the context of the new system. The rates set should be at a level that covers full cost of 
providing the nursing care which would mean increasing the am ount Medicaid 
currently pays.
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Please let me know if I can provide you with additional information or get answers 
to your questions on this issue.

S incerely,

Vice President for Financial Affairs.

cc: Harlan Knudson
ASHNHA Long Term  Care Comm ittee Members
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DOUGLAS L. GREGG, Esq.
A Professional Coriwra’iion 

ATTORNEY-AT-LAW 
107 MUNICIPAL WAY, SUITE 2 

JUNEAU, ALASKA 99801

D e c e m b e r  30, 1991

H o n o r a b l e  J i m  D u n c a n  
T h e  S t a t e  S e n a t e  
P.O. Box V
J u n eau, A l a s k a  99011

Re: P r o p o s e d  L e g i s l a t i o n  for N u r s i n g  H o m e  C a r e

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

I a g r e e  t h a t  the h e a l t h  c a r e  s y s t e m  as a w h o l e  n e e d s  an 
o v e r h a u l .  M e d i c a i d  is c u r r e n t l y  a b i g  p a r t  of t h e  p r o b l e m .  
I'd like t o  p o i n t  o u t  o n e  f a c e t  y o u  m a y  be u n a w a r e  of, 
r e i t e r a t e  t h e  c o s t  s h i f t i n g  issue, a n d  s u g g e s t  a p a r t i a l  
s o l u t i o n .

1. M a n y  r e t i r e d  s t a t e  e m p l o y e e s  w i l l  n e v e r  q u a l i f y  for 
A l a s k a  M e d i c a i d ,  no  m a t t e r  h o w  d e s p e r a t e  t h e i r  
c i r c u m s t a n c e s  b e c o m e .  E v e n  a f t e r  you h a v e  s p e n t  all 
of y o u r  m o n e y  a n d  s o l d  y o u r  h o m e  a n d  a l l  o f  y o u r  o t h e r  
a s s e t s ,  if y o u r  r e t i r e m e n t  i n c o m e  f r o m  all s o u r c e s ,  
i n c l u d i n g  a n y  s o c i a l  s e c u r i t y ,  is o n e  c e n t  m o r e  t h a n  
an a r b i t r a r y  c u t o f f  ( c u r r e n t l y  a b o u t  $ 1 , 300/mo) y o u  
d o n ' t  q u a l i f y  f o r  A l a s k a  M e d i c a i d .  It d o e s n ' t  m a t t e r  
t h a t  y o u  g i v e  all of t h a t  i n c o m e  t o  t h e  N u r s i n g  Home, 
a n d  t h a t  i t ' s  $ 7 , 0 0 0  o r  m o r e  short. A l a s k a  is o n e  of 
a f e w  s t a t e s  t h a t  w o n ' t  p a y  t h e  d i f f e r e n c e .  S i n c e  y o u  
c a n ' t  s h u t  off a p e n s i o n ,  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  
S o c i a l  S e r v i c e s  has h a d  t o  t e l l  s u c h  p e o p l e  to  l e a v e  
A l a s k a  for a s t a t e  t h a t  w i l l  help.

2. In t h e  U.S., t h e  M e d i c a i d  p r o g r a m  is u n d e r f u n d e d  a n d  
is n o t  " u n i v e r s a l . "  T h i s  r e s u l t s  in " c o s t  s h i f t i n g "  
w h e r e i n  p r i v a t e  p a t i e n t s  c a n  g o  b a n k r u p t  s u b s i d i z i n g  
M e d i c a i d  p a t i e n t s .  Y e t  s i n c e  s e r v i c e  p r o v i d e r s  a r e  
u n a b l e  to f u l l y  r e c o v e r  M e d i c a i d  u n d e r p a y m e n t s  t h r o u g h  
c o s t  s h i f t i n g ,  on  a n a t i o n a l  b a s i s  t h a t  M e d i c a i d  c a r e  
is o f t e n  s u b s t a n d a r d .

M y  s u g g e s t i o n  a d d r e s s e s  o n l y  n u r s i n g  h o m e  care. T h i s  is t h e  
m o s t  o n e r o u s  bill m o s t  f a m i l i e s  w i l l  e v e r  face, c o s t i n g  as 
m u c h  e v e r y  v e a r  as t h e  f a c e  a m o u n t  of a t y p i c a l  h o m e  
m o r t g a g e ,  w h e r e  p e o p l e  h a v e  30 y e a r s  to  pay. It a f f e c t s  
y o u n g  and o l d  alike? a t  St. A n n ' s  a t  l e a s t  t h r e e  of t h e  
p a t i e n t s  a r e  c u r r e n t l y  u n d e r  45 y e a r s  o f  age.
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T ain n o t  p r o p o s i n g  "free" n u r s i n g  h o m e  care. P r i v a t e  
p a t i e n t s  w o u l d  pay for t h e i r  care. Rut t h e  b u r d e n  of any 
M e d i c a i d  u n d e r p a y m e n t  w o u l d  be b o r n e  by t h e  S t a t e  D e p a r t m e n t  
of H e a l t h  and S o c i a l  S e r v i c e s ,  w h i c h  c o n t r o l s  t h o s e  rates. 
F u rther, the bill p r o v i d e s  t h a t  t h o s e  w h o  c a n n o t  q u a l i f y  f o r  
M e d i c a i d  d u e  t o  t h e  S t a t e ' s  i n c o m e  t e s t  w o u l d  r e c e i v e  
n o n - M e d i c a i d  a s s i s t a n c e  m o n e y s  s u f f i c i e n t  to m a k e  up t h e  
d i f f e r e n c e  b e t w e e n  t h e i r  i n c o m e  and the n u r s i n g  h o m e  bill.

W h e n  you r e v i e w  t h e  d r a f t  bill, it m a y  o c c u r  to y o u  t h a t  it 
is s i m i l a r  t o  the C a n a d i a n  H e a l t h  C a r e  S y s t e m ,  in t h a t  
n u r s i n g  h o m e s  c o u l d  on.1 v b i l l  t h e  State. But t h e  s i m i l a r i t y  
s t o p s  there, b e c a u s e  t h e  S t a t e  w o u l d  t h e n  i n v o i c e  p r i v a t e  
p a t i e n t s  at t h e  M e d i c a i d  r a t e s  set b y  t h e  State. T h e  S t a t e ' s  
n o n - M e d i c a i d  f u n d s  w o u l d  p a y  a n y  d i f f e r e n c e  b e t w e e n  the 
M e d i c a i d  a n d  p r i v a t e  rates, b u t  the p r i v a t e  r a t e s  w o u l d  be 
n e g o t i a t e d .  U n l i m i t e d  c o s t  s h i f t i n g  w o u l d  cease, and 
r e m a i n i n g  c o s t  s h i f t i n g  w o u l d  b e  b o r n e  b y  the State.

S u c h  a b i l l  w o u l d  e n s u r e  t h a t  t h e  D e p a r t m e n t  of H e a l t h  and 
S o c i a l  S e r v i c e s  w o u l d  f i n d  e v i d e n c e  of c o s t  s h i f t i n g  w h e n  it 
o c c u r s ,  s i n c e  t h e i r  b u d g e t  w o u l d  a b s o r b  it. C u r r e n t l y ,  
p r i v a t e  p a t i e n t s  a r e  " o u t  of s i g h t "  t o  t h e  D e p a r t m e n t ;  see 
Mr. L i v e y ' s  l e t t e r ,  a t t a c h e d .

It w o u l d  n o t  b e  p r o h i b i t i v e l y  c o s t l y  to s t o p  n u r s i n g  h o m e  
c o s t  s h i f t i n g .  Y o u  c a n  o f t e n  c o u n t  t h e  n u m b e r  of p r i v a t e  
p a y  p a t i e n t s  a t  an A l a s k a  N u r s i n g  h o m e  o n  the f i n g e r s  of o n e  
hand. T h e  c o s t  s h i f t i n g  a m o u n t s  to p e r h a p s  $ 2 5 , 0 0 0  of the 
a n n u a l  bill. E v e r y  t w o  o r  t h r e e  p a t i e n t s  a m o u n t s  t o  t h e  
s a l a r y  of  a s i n g l e  s t a t e  e m p l o y e e ,  h a r d l y  an u n r e a s o n a b l e  
s u m  t o  s t o p  s u c h  an i n e q u i t y .

T h e  c o s t  to p r o v i d e  h e l p  f o r  t h o s e  in n e e d  w h o  fail t h e  
i n c o m e  t e s t  w o u l d  l i k e l y  b e  m u c h  h i g her. T h i s  b i l l  m a y  not 
b e  t h e  b e s t  p l a c e  t o  c o r r e c t  t h a t  i n e q uity. A n  a p p r o p r i a t e  
c h a n g e  to  A l a s k a ' s  M e d i c a i d  rules, for e x a m p l e ,  c o u l d  m a k e  
f e d e r a l  m a t c h i n g  f u n d s  a v a i l a b l e  to h e l p  w i t h  t h a t  p roblem.

D L G :w m g  
E n c l o s u r e s
1. D r a f t  B i l l .
2. J a y  L i v e y ' s  L e t t e r .



SENATE B ILL

AN ACT RELA TIN G  TO NURSING HOMES, PROVIDING FOR CONTINUED PAYMENT 

O F B E N E F IT S  ON B EH A LF OF IN SU RED  P A T IE N T S  "A S  THOUGH" THE ST A T E  

WERE A PRO VID ER OF S E R V IC E S ,  AND SE T T IN G  AN E F F E C T IV E  D ATE.

PREAMBIJ2. T h e  l e g i s l a t u r e  f i n d s  a n d  d e c l a r e s  t h a t  t h e  S t a t e  o f  

A l a s k a ,  t h r o u g h  its 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 ,  h a s  

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

M e d i c a i d  p a y m e n t  rates.

S e c t i o n  1. B i l l i n g .  N u r s i n g  h o m e s  in A l a s k a  m a y  u s e  d i f f e r e n t  

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

p a t i e n t s  b u t  s h a l l  i n v o i c e  t h e  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 ,  only, f o r  b o t h  k i n d s  of  s e r v i c e .  T h e  D e p a r t m e n t  in 

t u r n  s h a l l  b i l l  t h e  p r i v a t e  p a t i e n t s  a t  t h e  a l l - i n c l u s i v e  

M e d i c a i d  rate, r e g a r d l e s s  of t h e  i n d i v i d u a l  p a t i e n t ' s  a n c i l l a r y  

u s a g e ,  a d d i n g  on.iy c h a r g e s  f o r  a n y  s e r v i c e s  n o t  a v a i l a b l e  to 

M e d i c a i d  p a t i e n t s .  A l l  i n s u r e r s  d o i r g  b u s i n e s s  in A l a s k a  shall 

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

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

p r o v i d e r .  T h e  D e p a r t m e n t ' s  n o n - M e d i c a i d  b u d g e t  s h a l l  a b s o r b  a n y  

d i f f e r e n c e  b e t w e e n  t h e  n u r s i n g  f a c i l i t y ' s  p r i v a t e  p a y  r a t e s  and 

t h e  D e p a r t m e n t ' s  M e d i c a i d  r a t e s ,  as w e l l  as a n y  l o s s e s  on 

u n c o l l e c t a b l e  a c c o u n t s .

S e c t i o n  2. P r i v a t e  R a t e s ;  A r b i t r a t i o n .  I n d i v i d u a l  n u r s i n g  h o m e s

-  1 -

n u n



a n d  the D e p a r t m e n t  s h a l l  n e g o t i a t e  t h e  p r i v a t e  p a y  r a t e s  b a s e d  o n  

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

c h a r i t y  care. W h e r e  the t w o  c a n n o t  agree, t h e  m a t t e r  s h all be 

s u b m i t t e d  t o  a r b i t r a t i o n .  T h e  S t a t e  and the n u r s i n g  h o m e  s h all 

e a c h  s e l e c t  an a r b i t e r ,  t h o s e  t w o  s h a l l  a g r e e  u p o n  a third, and 

t h e  d e c i s i o n  of t h e  t h r e e  s h a l l  c o n t r o l ;  p r o v i d e d ,  h owever, t h a t  

e i t h e r  s i d e  may, w i t h i n  t h i r t y  (30) d a y s  of t h e  d e c i s i o n ,  a p p e a l  

an a d v e r s e  d e c i s i o n  t o  the s u p e r i o r  court, o t h e r w i s e  t h e  d e c i s i o n  

of t h e  a r b i t e r s  t o  b e  b i n d i n g .

S e c t i o n  3. U n i v e r s a l  C o v e r a g e .  N o  p a t i e n t  s h a l l  be  d e n i e d  c a r e  in 

A l a s k a  d u e  t o  i n a b i l i t y  to  pay. T h e  D e p a r t m e n t  s h a l l  bi l l  

p a t i e n t s ,  i n c l u d i n g  i n t e r e s t  a t  m o n e y  m a r k e t  r a t e s  o r  10.5%, 

w h i c e v e r  is less, u n t i l  s u c h  p a t i e n t s  m e e t  t h e  a s s e t - l i m i t a t i o n  

t e s t  f o r  M e d i c a i d .  It s h a l l  t h e n  c o n t i n u e  to b i l l  p a t i e n t s  w h o s e  

i n c o m e  is s u f f i c i e n t  t o  p a y  t h e  e n t i r e  bill, e x c e p t i n g  e x e m p t  

i n c o m e  f o r  a s p o u s e  a t  h o me, b u t  f o r  o t h e r s  it s h a l l  a c c e p t  

a s s i g n m e n t  of  t h e i r  n o n - e x e m p t  i n c o m e ,  l e s s  $75 p e r  m o n t h  

a l l o w a n c e ,  as p a y m e n t  in full. If t h e  p a t i e n t  q u a l i f i e s  u n d e r  

t h e  D e p a r t m e n t ' s  i n c o m e  t e s t  for M e d i c a i d ,  t h e  b a l a n c e  shall be 

p a i d  b y  M e d i c a i d  funds. If t h e  p a t i e n t  d o e s  n o t  so q u a l i f y ,  t h e  

b a l a n c e  s h a l l  be p a i d  fr o m  t h e  D e p a r t m e n t ' s  n o n - M e d i c a i d  funds.

S e c t i o n  4. T h i s  a c t  b e c o m e s  e f f e c t i v e  etc. etc.



WALTER J. HICKEL, GOVERNOR 

THEODORE A. MALA, COMMISS/ONEI
D E P T .  O F  H E A L T H  A X D  S O C I A L  S E R V I C E S  /  P0- box  h

/  JUNEAU, ALASN 99B11-0601
/  PHONE: (907) 465-3030OFFICE OF THE COMMISSIONER /

D e c e m b e r  17, 1991

D o u g l a s  L. Gregg, Esq.

A t t o r n e y  at L a w
107 M u n i c i p a l  Way, S u i t e  2

Juneau, A K  99801
h

Re: St. A n n ' s  N u r s i n g  H o m e  (St. Ann's)

D e a r  Mr. Gregg:

I r e c e i v e d  y o u r  N o v e m b e r  1 l e t t e r  a n d  cop i e s  of yo u r  l e t t e r s  

w r i t t e n  to o t h e r s  o u t l i n i n g  y o u r  c o n t i n u i n g  c o n c e r n  ov e r  St. A n n ' s  
c h a r g e s  a n d  M e d i c a i d  p a y m e n t s .

A s  I d e s c r i b e d  in m y  O c t o b e r  30, 1991 l e t t e r  to you, D e p a r t m e n t  of 

H e a l t h  and S o c i a l  S e r v i c e s  (department) 1990 d a t a  shows M e d i c a i d  
p a y m e n t s  w e r e  p r o p e r l y  m a d e  to St. A n n ' s  u n d e r  law, a n d  the 

M e d i c a i d  p r o g r a m  p a i d  $464, 000 m o r e  t h a n  its f a i r  share of the 

f a c i l i t y ' s  cost of c a r i n g  f o r  M e d i c a i d  p a t i e n t s .  The d e p a r t m e n t  

h a s  n o  e v i d e n c e  that i n d i c a t e s  t h e  s t a t e  has u n d e r p a i d  St. A n n ' s  
f o r  c a r i n g  f o r  M e d i c a i d  p a t i e n t s  and, actually, t h e  o p p o s i t e  is 

true. The d e p a r t m e n t  p a i d  St. A n n ' s  m o r e  t h a n  t h e  f a c i l i t y ' s  full 
c o s t  of p r o v i d i n g  s e r v i c e s  t o  M e d i c a i d  p a t i e n t s .  U n d e r  t h e s e  
c i r c u m s t a n c e s ,  I c a n n o t  a g r e e  t h a t  p r i v a t e  p a y  p a t i e n t s  are 

s u b s i d i z i n g  M e d i c a i d  p a t i e n t s  at St. A n n ' s  or t h a t  the M e d i c a i d  

p r o g r a m  has t r a n s f e r r e d  any u n r e i m b u r s e d  co s t  b u r d e n  (cost shifced) 

t o  St. A n n ' s  p r i v a t e  p a y  p a t i e n t s .  I a l s o  can n o t  a g r e e  w i t h  y o u r  

s t a t e m e n t  t h a t  t h e  f a c i l i t y  r a t e  f o r  M e d i c a i d  p a t i e n t s  set for St. 

A n n ' s  is n o t  a "fair" rate, m e r e l y  a " c a p p e d "  rate.

O n e  of the c o n f u s i n g  a s p e c t s  w i t h  r e g a r d  to t h i s  i s sue is t h e  

m e t h o d  that St. A n n ' s  u s e s  to b i l l  p a t i e n t s .  C o p i e s  of St. A n n ' s  

b i l l i n g  d o c u m e n t s  i n c l u d e d  w i t h  y o u r  l e t t e r s  s u g gest th a t  St. A n n ' s  

c h a r g e s  all p a t i e n t s  a flat p e r  d i e m  r a t e  w h i c h  a p p r o x i m a t e s  the 

a l l  i n c l u s i v e  M e d i c a i d  p e r  d i e m  ra t e  (in c l u d i n g  ancillaries) and 

in a d d i t i o n  c h a r g e s  all p a t i e n t s  for a c t u a l  a n c i l l a r y  s e r v i c e s

i t  (jnnied on recycled caoer o y C O
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p r o v i d e d .  T h e  d e p a r t m e n t  d o e s  n o t  c o n t r o l  f a c i l i t y  c h arges. If 

y o u  h a v e  q u e s t i o n s  a b o u t  t h e  f a c i l i t y ' s  c h a r g i n g  s t r u c t u r e ,  I 

s u g g e s t  you m a y  want t o  t a k e  t h o s e  q u e s t i o n s  up w i t h  St. A n n ' s .

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

s t a t u t e s  do not e x t e n d  b e y o n d  p a y i n g  f a c i l i t y  c osts a t t r i b u t a b l e  
to s e r v i c e s  p r o v i d e d  t o  M e d i c a i d  p a t i e n t s .  A c c o r d i n g  to 1990 data, 
M e d i c a i d  p a i d  for m o r e  t h a n  its s h a r e  of St. A n n ' s  c o s t s  
a t t r i b u t a b l e  to M e d i c a i d  p a t i e n t s .  F u r t h e r  a n a l y s i s  s h o w s  t h a t  

M e d i c a i d  p a i d  m o r e  t h a n  St. A n n ' s  t o t a l  costs, i n c l u d i n g  t h e  c o s t s  
of c a r i n g  for all of t h e  f a c i l i t y ' s  p r i v a t e  p a y  patie n t s .

If y o u  ha v e  any q u e s t i o n s  o r  i f  y o u  w o u l d  like to m e e t  p e r s o n a l l y  

to d i s c u s s  t h e s e  i s s u e s  p l e a s e  ca l l  me  at 4 5-3030.

S i n cerely,

J a y  A. L i v e y  
D e p u t y  C o m m i s s i o n e r

cc: G r a n t  A s a y
J a c k  N i e l s o n
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DIVISION OF MEDICAL ASSISTANCE
D e c e m b e r  28, 1991

H o n o r a b l e  J i m  D u n c a n  
P o s t  O f f i c e  B o x  690 
J u n e a u ,  A l a s k a  9 9 8 0 2

WALTER/. IIICKEl, GOVERNOR

P.O. B O X  H-07

JUNF.AU, ALASKA 99811-0660 

P H O N E  : (907) •165-3355

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

I a s k e d  D a v e  C a m p a n a ,  o u r  p h a r m a c i s t ,  t o  r e s e a r c h  a n d  p r e p a r e  
i n f o r m a t i o n  f o r  t h i s  l e t ter. He  h a s  r e v i e w e d  t h e  c h a r g e s  for 
p h a r m a c e u t i c a l s  a t  St. A n n ' s  N u r s i n g  H o m e  f o r  Inez Gr e g g .

It is t r u e  t h a t  t h e  p h a r m a c e u t i c a l  c h a r g e s  a r e  t w i c e  w h a t  she w o u l d  
p a y  o n  h e r  own. T h e  m a i n  c a u s e  of t h i s  h i g h  c o s t  is t h e  a d d i t i o n  
of St. A n n ' s  p h a r m a c y  c h a r g e s  t o  t h e  J u n e a u  D r u g  c h a r g e s .  T h e  
n u r s i n g  h o m e  p r o v i d e s  m e d i c a t i o n  s e r v i c e s  a n d  m u s t  m e e t  s p e c i f i c  
r e g u l a t i o n s  i n v o l v e d  w i t h  d i s p e n s i n g  m e d i c a t i o n s .

Mrs. G r e g g ' s  p h a r m a c e u t i c a l  c h a r g e s  a r e  c o m p r i s e d  o f  c h a r g e s  f r o m  
b o t h  t h e  p h a r m a c y ,  J u n e a u  D r u g  Co., Inc. a n d  St. A n n ' s .  J u n e a u  
D r u g  Co., Inc. b i l l s  t h e  u s u a l  c h a r g e s  f o r  Mrs. G r e g g ' s  
p r e s c r i p t i o n s  t h a t  it c h a r g e s  t h e  n o r m a l  w a l k - i n  c u s t o m e r .  T h i s  
c h a r g e  i n c l u d e s  t h e  c o s t  o f  t h e  drug, a p r o f e s s i o n a l  f e e  o r  m a r k u p ,  
p a c k a g i n g ,  a n d  o n c e  d a i l y  d e l i v e r y  t o  t h e  n u r s i n g  h ome; this 
a c c o u n t s  f o r  5 0 %  o f  t h e  f i n a l  p h a r m a c e u t i c a l  c h a r g e  t o  t h e  p a t i e n t  
a t  St. A n n ' s .  T h e  o t h e r  50% of t h e  f i n a l  p h a r m a c e u t i c a l  c h a r g e  t o  
Mrs. G r e g g  is a c h a r g e  t h a t  St. A n n ' s  a d d s  t o  e a c h  p r e s c r i p t i o n  a 
p a t i e n t  r e c e i v e s .  T h i s  c h a r g e  c o v e r s  a d m i n i s t r a t i o n  o f  t h e  
m e d i c a t i o n ,  r e c o r d  k e e p i n g ,  st o r a g e ,  a n d  t h e  f e e  f o r  t h e  c o n s u l t a n t  
p h a r m a c i s t  w h o  m u s t  b y  l a w  r e v i e w  t h e  p a t i e n t ' s  c h a r t s :  (see 42 C F R  
44 2 . 3 3 6 ) .

W e  k n o w  t h i s  d o e s n ' t  s o l v e  Mrs. G r e g g ' s  f i n a n c i a l  p r o b l e m  w i t h  t h e  
c o s t  o f  p h a r m a c e u t i c a l s  a t  St. A n n ' s ,  b u t  I b e l i e v e  t h i s  a n s w e r s  
t h e  i m m e d i a t e  q u e s t i o n  o f  t h e  r e l a t i v e  h i g h e r  cost.

A s  a l w a y s ,  I a p p r e c i a t e  y o u r  s i n c e r e  i n t e r e s t  in t h e  c o s t  of  h e a l t h  
c a r e  in A l a s k a  a n d  t h e  e f f e c t s  o f  t h i s  c o s t  o n  c i t i z e n  a c c e s s  to 
n e c e s s a r y  s e r v i c e s .  I f  w e  c a n  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  
d o n ' t  h e s i t a t e  t o  c o n t a c t  D a v e  C a m p a n a ,  R P h  or me. I c a n  be  
r e a c h e d  in J u n e a u  a t  4 6 5 - 3 3 5 5  a n d  Mr. C a m p a n a  c a n  b e  c o n t a c t e d  in 
A n c h o r a g e  at 5 6 1 - 2 1 7 1 .

R e s p e c t f u l l y ,

K i m  B u s c h
K B B : j g  A c t i n g  D i r e c t o r

06-F145LH
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DOUGLAS L. GREGG, E sq
A l’ROPISSIONAI.CoRrORAHON 

ATTORNEY-AT-LAW 

107 MUNICH'AI. WAY, SWIU2 

Jt/NEAIJ, MASKA 99B01

O c t o b e r  1991

T h e  H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
T h e  S t a t e  S e n a t e  
P.O. B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 1 0 0  

D e a r  S e n a t o r  S t u r g u l e w s k i :

I a m  s e n d i n g  y o u  t h i s  c o p y  o f  a n  i n q u i r y  t o  t h e  
B o a r d  of  St. A n n ' s  N u r s i n g  H o m e  in J u n e a u  
c o n c e r n i n g  a $ 2 7 , 0 0 0  b i l l i n g  d i s c r e p a n c y  r e l a t i n g  
t o  " a n c i l l a r y "  c h a r g e s  ( e x p l a i n e d  in the 
e n c l o s u r e )  b e i n g  c o l l e c t e d  f r o m  m y  M o t h e r ,  w h o  
d o e s  n o t  c u r r e n t l y  q u a l i f y  for M e d i c a i d  
a s s i s t a n c e .

T h e  H o m e ' s  a d m i n i s t r a t o r  h a s  a s s e r t e d  t h a t  t h e y  
b i l l  t h e  S t a t e  f o r  s u c h  a n c i l l a r y  c h a r g e s  f o r  
M e d i c a i d  p a t i e n t s ,  b u t  t h a t  t h e  S t a t e  d o e s  n o t  
pay, n e c e s s i t a t i n g  " c o s t  s h i f t i n g "  t o  m a k e  u p  the 
H o m e ' s  e x p e n s e s .  B u t  " c o s t  s h i f t i n g "  as e x p l a i n e d  
in m y  l e t t e r  is i l l e g a l .  M o r e  d i s t u r b i n g ,  I h a v e  
s i n c e  l e a r n e d  t h a t  t h e  S t a t e  c a l c u l a t e s  t h e  
M e d i c a i d  p e r  d i e m  r a t e  t o  i n c l u d e  a l l  s u c h  
c h a r g e s ,  a n d  t h a t  d e s p i t e  t h i s  e v e n  t h e i r  
a l l - i n c l u s i v e  p e r  d i e m  r a t e  is l e s s  t h a n  t h e  
"b a s e "  r a t e  i m p o s e d  on m y  M o t h e r .

In y o u r  c a p a c i t y  a s  C h a i r m a n  of t h e  S e n a t e  H e a l t h ,  
E d u c a t i o n ,  a n d  S o c i a l  S e r v i c e s  C o m m i t t e e  I t h o u g h t  
y o u  s h o u l d  b e  a w a r e  of t h e  e x t r e m e  b u r d e n  b e i n g  
p l a c e d  o n  p r i v a t e  p a y  p a t i e n t s  a n d  b e i n g  b l a m e d  on  
t h e  S t a t e ' s  a d m i n i s t r a t i o n  of  t h e  M e d i c a i d  
syst e m .

D L G :w m g  
E n c l o s u r e



DOUGLAS L. GREGG, Esq
A PROFESSIONAL CORPORAHON 

ATTOKNKY-ATLAW 

107 MUNICIl’AI. WAY, SUI'Ili 2 

JUNl’AU, ALASKA 99801

O c t o b e r  1991

T h e  H o n o r a b l e  J i m  D u n c a n  
T h e  S t a t e  S e n a t e  
P.O. B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 1 0 0

D e a r  S e n a t o r  D u n c a n :

E n c l o s e d  f o r  y o u r  i n f o r m a t i o n  is a 
c o u r t e s y  c o p y  of m y  m o s t  r e c e n t  
c o m m u n i c a t i o n  c o v e r i n g  t h e  i s s u e  of St 
A n n ' s  N u r s i n g  H o m e ' s  c i r c u m v e n t i o n  of 
F e d e r a l  S t a t u t e  c o n c e r n i n g  c o s t  
s h i f t i n g .

D O U G L A S  L. G R E G G

D L G :w m g  
E n c l o s u r e
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DOUGLAS L. GREGG, Esq,
A  PaOFESSIONAL CORPORATION 

ATTORNEY-AT-LAW 

107 MUNICIPAL WAY, SUITE 2 

JUNEAU. ALASKA 99801

O c t o b e r  /£, 1991

B o a r d  of D i r e c t o r s  
St. A n n ' s  N u r s i n g  Horae 
4 1 5  S i x t h  S t r e e t  
J u n e a u ,  A l a s k a  99801

D e a r  Director:

M o s t  of y o u  k n o w  t h a t  my  m o t h e r ,  Inez Gregg, is a 
r e s i d e n t  of St. A n n ' s  N u r s i n g  H o m e  and has b e e n  
s i n c e  A u g u s t  30, 1990. O v e r a l l ,  t h e  f a m i l y  h a s  
b e e n  s a t i s f i e d  w i t h  h e r  care.

W h a t  y o u  m a y  n o t  k n o w  is t h a t  as a p r i v a t e  p a y  
p at i e n t ,  we are b e i n g  f o r c e d  t o  p a y  so m e  $ 2 7 , 0 0 0  
p e r  y e a r  m o r e  t h a n  is p a i d  on b e h a l f  of a l m o s t  
e v e r y o n e  e l s e  in the f a c i l i t y ,  f o r  i d e n t i c a l 
s e r v i c e s  r e n d e r e d .  O v e r  t h e  l a s t  f o u r  m o n t h s ,  h e r  
b i l l s  h a v e  i n c r e a s e d  to  an  a v e r a g e  of $8,227 p e r  
m o n t h , w h i l e  y o u  h a v e  m a d e  no e f f o r t  to c o l l e c t  
m o r e  than $ 6 , 0 7 1 . 1 0  p e r  M e d i c a i d  pat i e n t .  O v e r  
t h e  last t h i r t e e n  m o n t h s ,  y o u  h a v e  c h a r g e d  m y  
M o t h e r  —  a n d  w e  h a v e  p a i d  —  o v e r  $104,500. 
M e d i c a i d  h a s  p a i d  o n l y  $ 7 8 , 9 2 4 . 3 0  p e r  p a tient.

S h o r t l y  a f t e r  m y  m o t h e r  e n t e r e d  t h e  home, Mr. A s a y  
a s s u r e d  me t h a t  s h e  w a s  b e i n g  c h a r g e d  e x a c t l y  t h e  
s a m e  as M e d i c a i d  p a t i e n t s .  I w a s  shocked, then, 
w h e n  the O m b u d s m a n  d i s c l o s e d  t h a t  M e d i c a i d  p a y s  
o n l y  a p e r  d i e m  rate, w h i c h  i n c l u d e s  all e x p e n s e s ,  
w h e r e a s  St. A n n ' s  h a s  " u n b u n d l e d "  c h a r g e s  f o r  Mora. 
T h a t  is to say, M o m  is c h a r g e d  s e p a r a t e l y  f o r  h e r  
m e d i c a l  suppl i e s ,  drugs, lab, p h y s i c a l  therapy, 
o c c u p a t i o n a l  the r a p y ,  and o c c a s i o n a l  o t h e r  
c harges, in a d d i t i o n  t o  t h e  p e r  d i e m  she pays. 
T h e s e  " a n c i l l a r y "  c h a r g e s  m a k e  u p  t h e  m a j o r i t y  of 
t h e  d i f f e r e n c e  b e t w e e n  M o m ' s  m o n t h l y  c h a r g e s  a n d  
t h e  M e d i c a i d  Rate.

W h e n  I a s k e d  Mr. A s a y  a b o u t  this, h e  e x p l a i n e d  
t h a t  St. A n n ' s  d o e s  b i l l  M e d i c a i d  f o r  t h e s e  
servi c e s ,  b u t  t h a t  t h e y  d o n ' t  pay. B u t  I h a v e  
l e a r n e d  f r o m  the S t a t e ' s  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  a n d  t h e  S t a t e ' s  M e d i c a i d  Pl a n  t h a t  
M e d i c a i d ' s  p e r  d i e m  r a t e  is c a l c u l a t e d  t o  c o v e r  
t h e s e  s e r v i c e s .
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N e v e r t h e l e s s ,  it is c o n s t a n t l y  c l a i m e d  t h a t  
p r i v a t e  p a y  p a t i e n t s  are o v e r c h a r g e d  b e c a u s e  
M e d i c a i d  u n d erpays. S e n a t o r  D u n c a n  s t a t e d  it th i s  
way:

Y o u r  a s s e s s m e n t  of the s i t u a t i o n  is 
correct, p r i v a t e  pay p a t i e n t s  are 
e s s e n t i a l l y  s u b s i d i z i n g  M e d i c a i d  c a r e  
t h r o u g h  p a y m e n t  of h i g h e r  r a t e s  t h a n  
M e d i c a i d  will pay.

A s  b o a r d  m e m b e r s  w i t h  p e r s o n a l  l i a b i l i t y ,  y o u  n e e d  
to  k n o w  th a t  this is f o r b i d d e n  b y  F e d e r a l  Statute:

R e a s o n a b l e  and " . . . n e c e s s a r y  c o s t s  of 
e f f i c i e n t l y  d e l i v e r i n g  c o v e r e d  s e r v i c e s  
to i n d i v i d u a l s  c o v e r e d  by t h e  i n s u r a n c e  
p rograms e s t a b l i s h e d  b y  t h i s  s u b c h a p t e r  
[Medicaid and M e d i c a r e ]  w i l l  n o t  be 
b o rne by  i n d i v i d u a l s  n o t  so
c o v e r e d  » 42 U S C  §1395x(v)( 1 ) (A)
(1982)

T h e r e  is a federal r e g u l a t i o n  w h i c h  s o m e  m a y  a r g u e  
a l t e r s  this. Th a t  r e g u l a t i o n  reads:

The f a c i l i t y  m a y  c h a r g e  a n y  a m o u n t  f o r  
services f u r n i s h e d  to n o n - M e d i c a i d  
r e s i d e n t s  c o n s i s t e n t  w i t h  t h e  n o t i c e  
r e q u i r e m e n t  in §483.1 0 ( a ) ( 5 ) (i) 
d e s c r i b i n g  the charges. 42 C F R  
4 8 3 . 1 2 ( c ) (2)

Y o u  m u s t  realize, h o w e v e r ,  t h a t  r e g u l a t i o n s  c a n n o t  
c o n f l i c t  w i t h  s t a t u t e  —  and if t h e y  do, c o u r t s  
w i l l  always h o l d  t h a t  t h a t  s t a t u t e  p r e v a i l s  o v e r  
r e g u l a t i o n s .  Thus t h i s  s e c t i o n  o f  t h e  r e g u l a t i o n s  
m u s t  be re a d  to r e f e r  to  s e r v i c e s  n o t  a v a i l a b l e  to 
M e d i c a i d  p a t i e n t s  b u t  w h i c h  a p r i v a t e  p a y  p a t i e n t  
m a y  elect to p u r c h a s e  (e.g., d e n t u r e s ) .

In addition, y o u  s h o u l d  be a w a r e  t h a t  t h e  F e d e r a l  
g o v e r n m e n t  do e s  n o t  s e t  the M e d i c a i d  r a t e s .  T h e s e  
r a t e s  are set b y  t h e  S t a t e  w i t h  i n p u t  f r o m  the 
S t a t e ' s  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 .  See A S  
47.07.120. F u r t h e r m o r e ,  t h e  S t a t e  c e r t i f i e s  to t h e  
F e d e r a l  G o v e r n m e n t  t h a t  t h e s e  r a t e s  a r e  i n d e e d  
" r e a s o n a b l e  and a d e q u a t e . "  42 C F R  4 4 7 . 2 5 0 ( a )

F e d e r a l  r e g u l a t i o n  s t a t e s  t h a t  M e d i c a i d  r a t e s  m u s t  
i n c l u d e  the co s t  of c o m p l y i n g  w i t h  the
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c o m p r e h e n s i v e  care r e q u i r e m e n t s  of p a r t  483 
s u b p a r t  B (for ex a m p l e ,  d r u g  d i s p e n s i n g  costs and 
t h e  q u a r t e r l y  m e d i c a t i o n s  rev i e w ) .  (42 C F R  
4 4 7 . 2 5 3 ( b ) ( i i i ) ( a ) ) T h e  S t a t e ' s  own M e d i c a i d  
m a n u a l  states th a t  "the r a t e  p a i d  to a long t e r m  
c a r e  f a c i l i t y  i n c l u d e s  all servi c e s ,  sup p l i e s  
( i n c l u d i n g  drugs), a n d  e q u i p m e n t  r e q u i r e d  for 
c o m p l e t e  care. . . . "  T h e  F e d e r a l  s t a t u t e  r e q u i r e s  
t h a t  the c a l c u l a t e d  r a t e  i n c l u d e  p r o v i s i o n  for a 
r e a s o n a b l e  r e t u r n  o n  e q u i t y  c a p i t a l  and w o r k i n g  
c a p i t a l  i n v e s t e d  in t h e  f a c i l i t y ,  and t h a t  the 
S t a t e  include p r o v i s i o n  f o r  r e t r o a c t i v e  p a y m e n t s  
to  n u r s i n g  h o m e s  in t h e  e v e n t  t h a t  the a g g r e g a t e  
r e i m b u r s e m e n t  p r o v e s  i n a d e q u a t e .  S t ate law 
p r o v i d e s  t h a t  the c o s t  of c a p i t a l  d e v e l o p m e n t  is 
i n c l u d e d  in t h e  p e r  d i e m  rate. (AS 
4 7 . 0 7 . 0 7 0 ( b ) (2).)

A c c o r d i n g  to the S t a t e ' s  M e d i c a i d  Ra t e  A d v i s o r y  
C o m m i s s i o n ,  St. A n n ' s  is p a i d  a p p r o x i m a t e l y  $6 , 0 0 0  
p e r  m o n t h  per M e d i c a i d  p a t i e n t  (the q u o t e d  d a i l y  
r a t e  was $202.37). If th i s  r a t e  is in f a c t  not 
r e a s o n a b l e  and a d e q u a t e ,  t h e n  St. A n n ' s  h a s  a 
c a u s e  of a c t i o n  a g a i n s t  the State, and a c l e a r  
d u t y  to all its p a t i e n t s  t o  p u r s u e  t h a t  action. 
F e d e r a l  law p r o v i d e s  f o r  j u d i c i a l  r e v i e w  of 
" r e a s o n a b l e  cost," t h u s  r e s e r v i n g  to t h e  c o u r t s  
t h e  final a u t h o r i t y  to  i n t e r p r e t  this a s p e c t  of 
t h e  statute. T h e r e  is c a s e  law t o  s u p p o r t  this.
In addition,

The r e g u l a t i o n s  "m u s t  a v o i d  the r e s u l t  
of s h i f t i n g  c o s t s  to n o n - M e d i c a r e  
p a t i e n t s ." St. J o h n ' s  H i c k y  M e m o r i a l  
H o s p i t a l . 599 F . 2 d  at 813 n. 17 
(emphasis added.)

W h i l e  M e d i c a r e  and M e d i c a i d  are s e p a r a t e l y  
a d m i n i s t e r e d ,  the s a m e  F e d e r a l  s t a t u t e  stands 
b e h i n d  b o t h  p r o g r a m s .  C a s e  l a w  c o n c e r n i n g  one is 
c a s e  law c o n c e r n i n g  t h e  other.

T o  c o m e  t o  t h e  point, I b e l i e v e  t h a t  m y  m o t h e r  is 
b e i n g  g r o s s l y  and i l l e g a l l y  o v e r c h a r g e d .  If y o u  
—  as d i r e c t o r s  —  a g r e e  w i t h  y o u r  a d m i n i s t r a t i v e  
s t a f f  t h a t  the M e d i c a i d  r e i m b u r s e m e n t  for c a r e  at 
St. A n n ' s  is in f a c t  t o o  low, t h e n  y o u  h a v e  a d u t y  
t o  p r o t e s t  y o u r  i n a d e q u a t e  r e i m b u r s e m e n t .  You a r e  
n o t  a l l o w e d  t o  s h i f t  c o s t s  t o  p r i v a t e  p a y
pa t i e n t s .
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Y o u  m u s t  t a k e  a c t i o n  to c o l l e c t  the l e g i t i m a t e  
b i l l s  o w e d  b y  M e d i c a i d .  You m u s t  r e i m b u r s e  
o v e r c h a r g e s  m a d e  for m y  m o t h e r ' s  c a r e  g o i n g  b a c k  
t o  h e r  a d m i s s i o n ,  a n d  b e g i n  c h a r g i n g  on a s c h e d u l e  
t h a t  r e s u l t s  in t o t a l  b i l l i n g s  s u b s t a n t i a l l y  
e q u i v a l e n t  to t h e  M e d i c a i d  rate.

I h a v e  w r i t t e n  t o  you, w i t h  co p i e s  t o  s e v e r a l  
o t h e r  i n t e r e s t e d  p a r t i e s ,  in t h e  h o p e  t h a t  
s o m e o n e ,  s o m e w h e r e ,  w i l l  d e c i d e  th a t  j u s t i c e  m u s t  
b e  served. I a m  f r u s t r a t e d  b y  w h a t  I p e r c e i v e  as 
a t a c i t  a c c e p t a n c e  of  a s t a t u s  quo t h a t  is 
a c k n o w l e d g e d ,  a n d  e a s i l y  proven, to be c o n t r a r y  t o  
law.

O n  my  own, I h a v e  o n l y  a f e w  a l t e r n a t i v e s :

take t h e  w h o l e  m a t t e r  b e f o r e  t h e  p u b l i c  w i t h  
a m e d i a  s e n i o r  r i g h t s  c a m p aign;

- inv i t e  an i n v e s t i g a t i o n  b y  the U.S.
D e p a r t m e n t  of H e a l t h  and H u m a n  S e r v i c e s  into 
t h e  o p e r a t i o n  o f  o u r  s t a t e ' s  M e d i c a i d  
p r ogram; o r

- file suit.

N o n e  of t h e s e  a r e  p l e a s a n t  a l t e r n a t i v e s ,  and the 
l a s t  w o u l d  be  a m a j o r  e x p e n s e  for m y  family. B u t  
c o s t  s h i f t i n g  in d i r e c t  c o n f l i c t  w i t h  s t a t u t e  is a 
w r o n g  t h a t  m u s t  b e  a d d r e s s e d  a n d  r e d r e s s e d .

cc: A l a s k a  C o n g r e s s i o n a l  D e l e g a t i o n  
J u n e a u  L e g i s l a t i v e  D e l e g a t i o n
S e n a t e  and H o u s e  H e a l t h  a n d  So c i a l  S e r v i c e s  C o m m i t t e e s  
S t a t e  D e p a r t m e n t  of H e a l t h  and S o c i a l  S e r v i c e s  a n d  A d v i s o r s  
W i l l i a m  M. O ' C o n n o r ,  L o n g  T e r m  C a r e  O m b u d s m a n  
G r a n t  B. Asay, A d m i n i s t r a t o r ,  St. A n n ' s  N u r s i n g  H o m e

D L G :wmg



rjJglNANCIAL 
Py~. ONSULTANTS

Donna Herbert, owner

Dear B o a r d  M e m b e r s :

As y o u  a r e  a l l  aw a r e ,  Mr. G r e g g  has c h a l l e n g e d  the c h a r g i n g  
m e c h a n i s m  at St. A n n ' s  N u r s i n g  Home, a n d  p r o p o s e d  t h e  q u e s t i o n ,  of 
w n y  M e d i c a i d  is p a y i n g  less mo n i e s  p e r  y e a r  o n  l o n g  t e r m  c a r e  
p a t i e n t s  t h a n  he m u s t  p a y  on  his m o t h e r  w h o  is a p r i v a t e  p a t i e n t .

A l l  n u r s i n g  h o m e s  in the state a r e  s u b j e c t  to the f e d e r a l  a n d  
s t a t e  laws w h i c h  g o v e r n  n u r s i n g  homes. T h e r e  is a f e d e r a l ,  as w e l l  
as s t a t e  law, w h i c h  m a n d a t e s  that all n u r s i n g  h o m e  p a t i e n t s  w h e t n e r  
M e d i c a i d ,  M e d i c a r e ,  o r  p r i v a t e  pay, etc. b e  c h a r g e d  e x a c t l y  the 
s a m e  r a t e s  f o r  s e r v i c e s .  T h i s  r e g u l a t i o n  is s o m e t i m e s  r e f e r r e d  to 
as " c u s t o m a r y  c h a r g e s " .

E a c h  p a t i e n t  at St. Ann's, r e g a r d l e s s  o f  p a y m e n t  c a t e g o r y  is 
c h a r g e d  the s a m e  r a t e  for r o u t i n e  a n d  a n c i l l a r y  s e r v i c e s .  T h e  
r o u t i n e  p e r  d i e m  r a t e  c h a r g e d  to M e d i c a i d  p a t i e n t s  is the s a m e  as 
t he r o u t i n e  p e r  d i e m  r a t e  c h a r g e d  to p r i v a t e  p a t i e n t s ,  a n d  d o e s  not 
i n c l u d e  the a n c i l l a r y  s e r v i c e s  of o c c u p a t i o n a l  t h e r a p y ,  p h y s i c a l  
t h erapy, medicr.l s u p p l i e s ,  etc. T h e s e  a n c i l l a r y  c h a r g e s  are 
c h a r g e d  s e p a r a t e l y  to e a c h  i n d i v i d u a l  p a t i e n t  r e g a r d l e s s  of p a y m e n t  
c a t e g o r y  a c c o r d i n g  to t h e i r  usage.

The D e p a r t m e n t  of H e a l t h  and S o c i a l  S e r v i c e s  p a y s  one p a y m e n t  
f o r  M e d i c a i d  p a t i e n t s .  This p a y m e n t  is b r o k e n  i n t o  the f o l l o w i n g  
c o m p o n e n t s :  R o u t i n e ,  A n c i l l a r y ,  C a p i t a l  a n d  Y e a r - e n d - c o n f o r m a n c e .
T h e  M e d i c a i d  a n c i l l a r y  r e i m b u r s e m e n t  p a i d  b y  t h e  D e p a r t m e n t  is 
b a s e d  on the a n c i l l a r y  s e r v i c e s  c h a r g e d  to t h e  M e d i c a i d  p a t i e n t s .  
C u r r e n t l y  t h e  M e d i c a i d  a n c i l l a r y  p o r t i o n  is S 4 1 . 9 7  p e r  p a t i e n t  d a y  
w n i c h  i n c l u d e s  a y e a r - e n d - c o n f o r m a n c e  f a c t o r .

T h e  s t a t e  M e d i c a i d  r e g u l a t i o n  th a t  m a n d a t e s  t h a t  all p a t i e n t s  
b e  c h a r g e d  as d e s c r i b e d  is 7AAC 4 3 . 6 8 5  (e) a n d  7A A C  4 3 . 6 8 5  [2). 
T h e  f e d e r a l  r e g u l a t i o n  is 413.13 r e f e r r e d  to as " c u s t o m a r y  
c n a r g e s " .

A g a i n  to r e i t e r a t e ,  at St. A n n ' s  N u r s i n g  H o me, a p r i v a t e  
p a t i e n t  is c h a r g e d  e x a c t l y  the same as a M e d i c a i d  p a t i e n t  f o r  the 
s a m e  s e r v i c e s  r e g a r d l e s s  of w n e t h e r  t h e y  a r e  r o u t i n e  or a n c i l l a r y .  
T h e  a c t u a l  p a y m e n t  r e c e i v e d  b y  a  t h i r d  p a r t y  p a y o r  is d e t e r m i n e d  
b y  the c o m p l e x  f o r m u l a  s p e c i f i c  to t h a t  p a r t i c u l a r  p r o g r a m  
m e t h o d o l o g y .  St. A n n ' s  is a u d i t e d  r e g u l a r l y  b y  the S t a t e  
D e p a r t m e n t  of h e a l t h  and S o c i a l  S e r v i c e s  to  a s s u r e  o u r  c o m p l i a n c e  
w i t h  this r e g u l a t i o n .  A t t a c n m e n t s  A a n d  3 a r e  a c t u a l  b i l l i n g s  for * p r i v a t e  p a t i e n t  a n d  a  M e d i c a i d  p a t i e n t  t o r  a l l  c h a r g e s  and 
s e r v i c e s  for t h e  m o n t h  of Decemoer. 1990.

LASKA

(907)586-9565

O c t o b e r  21, 1 9 9 1

174 S. Franklin SI. 

Suite 229 
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99801



In h i s  l e t t e r  to St. A n n ' s  b o a r d  of O c t o b e r  16, 1991, Mr. 
G r e g g  is q u e s t i o n i n g  the d i s c r e p a n c y  in p r i v a t e  p a y  c h a r g e s  to 
M e d i c a i d  o v e r  a t h i r t e e n  m o n t h  period, a n d  a l t h o u g h  h i s  n u m b e r s  a r e  
s o m e w h a t  i n c o r r e c t , t h e r e  is no q u e s t i o n  t h a t  a d i s c r e p a n c y  e x i s t s  
a n d  an e x p l a n a t i o n  is w a r r a n t e d .

Page Two
S t .  A n n 's  N u r s i n g  Home

S t a t e  P a t i e n t

S t a t e  R a t e  t i m e  f r a m e  p a y m e n t

2 1 0 . 6 2  (1990) 4 m o n t h s  121 da y s  5 2 5 , 6 2 5
2 0 3 . 0 8  (1991) 9 m o n t h s  273 da y s  S 5 5 .441

394 da y s  $ 8 1 , 0 6 6

P r i v a t e  Pay P a t i e n t  G r e g g

394 d a y s  S 1 0 4 .500 
D I F F E R E N C E  IN P A Y O R S :  $ 2 3 , 4 3 4

Mr. G r e g g  has s t a t e d  in his l e t t e r  t h a t  o v e r  t h e  c o u r s e  of the 
t h i r t e e n  m o n t h s ,  his f a m i l y  has p a i d  $ 2 3 , 4 3 4  in e x c e s s  of w n a t  the 
S t a t e  has p a i d  f o r  a n  a v e r a g e  M e d i c a i d  p a t i e n t .

I w o u l d  l i k e  to e x p l a i n  some of t h e  d i s c r e p a n c y  in the a b o v e  
a n a l y s i s ,  a n d  t h e n  g e n e r a l l y  e x p l a i n  the S t a t e  M e d i c a i d  p r o g r a m  
m e t n o a o l o g i e s .

In 1990 the S t a t e  of A l a s k a  o p t e d  to d i s c o n t i n u e  p a y i n g  f o r  
l o n g  t e r m  c a r e  p a t i e n t  p r e s c r i p t i o n  d r u g s  i n  t h e  f a c i lity. T h e  
D e p a r t m e n t  e l e c t e d  i n s t e a d  to pay to an o u t s i d e  p h a r m a c y  d i r e c t l y  
for t h o s e  d r u g s .  T h e r e f o r e  the c h a r g e  a n d  c o s t  a s s o c i a t e d  w i t h  
m e d i c a i d  p r e s c r i p t i o n  d r u g s  is no l o n g e r  o n  t h e  m e d i c a i d  p a t i e n t  
r e c o r d s  o r  c h a r g e s  at St. Ann's. The c h a r g e  f o r  t h o s e  d r u g  c o s t s  
a r e  s t i l l  on t h e  p r i v a t e  p a y  r e c o r d s  s i n c e  St. A n n ' s  s t i l l  pa y s  for 
p r i v a t e  p a t i e n t s  d r u g  costs.

T h e  a v e r a g e  c h a r g e  for a M e d i c a i d  p a t i e n t ' s  d r u g s  o v e r  a 
t h i r t e e n  m o n t h s  p e r i o d  is a p p r o x i m a t e l y  5 6 , 7 2 2 .
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In 1990 St. A n n ' s  r e c e i v e d  a h i g h  M e d i c a i d  p a y m e n t  f r o m  the 
S t a t e  f o r  M e d i c a i d  p a t i e n t s  of S210.62, that r a t e  h o w e v e r  d r o p p e d  
in 1991 to 3 2 0 3 . 0 8 .  The m a j o r  drop in the r a t e  was a S 1 9 . 7 4  p e r  
d a y  d r o p  in the a n c i l l a r y  portion.

P l e a s e  s e e  A t t a c h m e n t  C: 1990 m e d i c a i d  r a t e
A t t a c h m e n t  D: 1991 m e d i c a i d  r a t e

Th a t  d r o p  r e p r e s e n t s  3 7 , 7 7 8  in a n c i l l a r y  c h a r g e s  p e r  p a t i e n t  o v e r  
the 394 da y s  t h a t  Mr. G r e g g  is q u e s t i o n i n g .

A l l  t h i r d  p a r t y  p a y o r s  o p e r a t e  u n d e r  s t a t e  a n d  f e d e r a l  
r e g u l a t i o n s .  F e d e r a l  l a w  states t h a t  m e d i c a i d  w i l l  p a y  f o r  
a n c i l l a r y  co s t s ,  if the c h a r g e s  for t h o s e  c o s t s  a r e  h i g h e r  than t h e  
cost. T h i s  is c a l l e d  the l o w e r  of c o s t  or  c h a r g e  p r i n c i p l e .

In 1989 w h i c h  is t h e  case y e a r  f o r  t h e  19 9 1  M e d i c a i d  
r e i m b u r s e m e n t  r a te, St. A n n ' s  a n c i l l a r y  c h a r g e s  w e r e  3 7 8 , 7 2 2  b e l o w  
t h e i r  a n c i l l a r y  c o s t  of 3487,072.

In th i s  s i t u a t i o n ,  M e d i c a i d  pa y s  the l o w e r  - that is c h a r g e s  
i n s t e a d  of cost. T h e r e f o r e  o u r  M e d i c a i d  a n c i l l a r y  p o r t i o n  d r o p p e d  
31 9 . 7 4  a p a t i e n t  day. P l e a s e  see a t t a c h m e n t  E for t h e  a n c i l l a r y  
c o s t  and c h a r g e  f o r m u l a .  T h e  State A t t e m p t e d  to d r o p  St. A n n ' s  
e v e n  f u r t h e r  b e c a u s e  the a n c i l l a r y  c h a r g e s  w e r e  so low. A f t e r  a 
s i x  m o n t h  b a t t l e  a n d  m a n y  c o n f e r e n c e s  a n d  p r e s e n t a t i o n s ,  the S t a t e  
a g r e e d  t h a t  the $ 1 9 . 7 4  was the m a x i m u m  p e n a l t y  t h e y  w o u l d  impose.

P l e a s e  s e e  a t t a c h m e n t  F of St. A n n ' s  s t a t e  r e p o r t  a n d  I w i l l
g e n e r a l l y  a t t e m p t  to e x p l a i n  how r o u t i n e  c o s t s  a r e  c a l c u l a t e d .

The s t a t e  h a s  d e v i s e d  a f o r m u l a  to c a p  or  r e d u c e  r o u t i n e  
costs. T h a t  c a p  o n  r o u t i n e  c o s t s  c h a n g e s  f r o m  y e a r  to y e a r  out c a n  
be a n y w h e r e  b e t w e e n  3 1 . 5 0  p e r  day to 3 2 0 . 0 0  p e r  day. F o r  St. A n n ' s  
the cap w a s  3 8 . 5 3  a d a y  for the four m o n t h s  m  1990 a n d  3 6.17 p e r  
d a y  for the n i n e  m o n t h s  in 1991.

1990 - 3 1 0 3 2 . 1 3
1991 - 3 1 6 8 4 . 4 1

In s u m m a r y  t h e  3 2 3 , 4 3 4  of costs o v e r  the t h i r t e e n  m o n t h s  Mr. 
G r e g g  is q u e s t i o n i n g  can be e x p l a i n e d  in the f o l l o w i n g  m a n ner:

3 2 3 , 4 2 4

E l i m i n a t i o n  of p r e s c r i p t i o n  a r u g s / m e d i c a i d  o n l y  p a t i e n t s :  ;■( 6 ,7 2 2  ) 
L o w e r  of cost o r  c h a r g e s  on a n c i l i a r i e s :  3(7,773)
U p p e r  l i mit c a p  on St. Ann's: 5(2 .717'

R em a in in g : 3 6217
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Mr. G r e g g ' s  m o t h e r  is o n e  of t h e  h i g h e s t  a n c i l l a r y  u t i l i z e d  
p a t i e n t s  in t h e  facility. H e r  p e r c e n t a g e  of a n c i l l a r y  u s a g e  is 
-3-5% o v e r  the a v e r a g e  M e d i c a i d  p a t i e n t .  M r s .  G r e g g ' s  a v e r a g e  
a n c i l l a r y  c h a r g e  p e r  d a y  o v e r  the t h i r t e e n  m o n t h s  p e r i o d  is 3 5 6 . 5 2  
w h i l e  the a v e r a g e  M e d i c a i d  p a t i e n t s  a n c i l l a r y  is $41.82. The $ 6 , 2 1 7  
of u n e x p l a i n e d  d i f f e r e n c e  r e p r e s e n t s  th a t  h i g h e r  a n c i l l a r y  usage.

T h a n k  y o u  f o r  the t i m e  y o u  h a v e  g i v e n  t o d a y  t r y i n g  to 
u n d e r s t a n d  s o m e  v e r y  c o m p l i c a t e d  c o n c e p t s .  If I can be of a n y  
f u r t h e r  a s s i s t a n c e  or o f f e r  f u r t h e r  e x p l a n a t i o n  in this m a t t e r  
p l e a s e  f e e l  f r e e  to call.

D o n n a  H e r b e r t

CC: A v r u m  G r o s s  
D o u g l a s  G r e g g

E n c l o s u r e s :
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« 2 J  (107) 311-77 OT

G r a n t  A s a y ,  A d m i n i s t r a t o r  

St. A n n ' s  N u r s i n g  Home 
4 1 5  S i x t h  S t r e e t  
Ju n eau, A l a s k a  9 9 S 0 1

D e a r  Mr. A s a y «

T h e  p r o p o s e d  O B R A  i n c r e m e n t s  have b e e n  a d o p t e d  a s  a m e n d m e n t s  to 7 
A A C  4 3 . 6 8 5 ,  s p e c i f i c a l l y  a m e n d i n g  7 A A C  4 3 . 6 8 5  (o) and a d d i n g  7
A A C  4 3 . 6 8 5  (u). T h e  c a l c u l a t i o n s  are e n c l o s e d  f o r  y o u r  review.

In a c c o r d a n c e  w i t h  7 AAC 43.701, 7 A A C  4 3 . 6 8 5 ( o )  t h r o u g h  (u), and the 
S t a f f  A n a l y s i s ,  y o u r  f a c i l i t y ' s  1991 l o n g  t e r m  c a r e  rate for m e d i c a l  
a s s i s t a n c e  s e r v i c e s  for the p e r i o d  S e p t e m b e r  1, 1 9 9 1  t h r o u g h  D e c e m b e r
31. 1991 i s  e s t a b l i s h e d  as followsi

9 / 1 / 9 1 - 1 2 / 3 1 7 9 1

R o u t i n e

R o u t i n e  C a p i t a l  
A n c i l l a r i e s  
7 A A C  4 3 . 6 9 1  
O B R A  A d j u s t m e n t  
O B R A  (p) a n d  (g) 
O B R A  A m e n d m e n t

T o t a l  R a t e

S 1 3 B . 8 7  - 

2 0 . 2 2  
3_5^jaa\^j. 
6 . 9  5 J.
0. 75 
0. 58 
0. 71

S 2 0 3 . 0 8

I f  you h a v e  a n y  q u e s t i o n s  o r  c o m m e n t s  p l e a s e  c a l l  m e  at (907) 562-1996, 

S i n c e r e l y ,

J a c k  N i e l s o n  
E x e c u t i v e  D i r e c t o r

cc: D o n n a  H e r b e r t
F r e d  S h u l e r  
E r i c  H a n s e n  
J a y  L i v e y  
R a n d y  S u p e r  
T e r r i  K e k l a k

/ • W & C . Y\TWiy\T
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TITLE IVril-PT A 
TITLE III 1JT

COST CENTER DESCRIPTION

ANCILLARY SERVICE COST CENTEHS 
LA3GEATCRY
RESPIRATORY THERAPY

HOSPITAL 
SUB I 
SUB II 
SUB ill 
SUB VI

OCCUPATIONAL THEEAPY 
SPEECH PATHOLOGY 
BED SUPPLIES CHARGED "0 FATS 
DRUGS CHARGED TO PATIENTS 
RECREATIONAL THERAPY 
OTHER ANCILLARY
CUTFATIENT SERVICE COST CENTERS 
OTHER SEIH3URSABLE COST CENTERS 
TOTAL
LESS FBP CLINIC LAB SVCS-FROGP.AH ONLY CHARGES 
NET CHARGES

RATIO COST 
TO CHARGES

•NF
ICF Ur[02-OOOO| 

S/L-SNF ~  
i/'n-ICF

INPATIENT
CHARGES

5

.320151 1397

. i H J i i .20151
2. G A 8 322 30633
2.212000 1080
1.061611 3098 1
.193062 117153

.182037 6655

108350

108350

INPATIENT
COSTS
3

SuFFLEHEHTAL 
VORESHEiT I-4

FPS
TEFRA
OTHER 'Tir

117'
11
19

39131- ■to
213513- 51
3037- .’1 ¥ M
86211

ft • * ft ¥
93118 * ft* V

55
1252 :2A

187072 lot/ i02
103

7 % ,  7 2  2 .
C c i <-\~is7Tj

$
\aJ ;

y o fr r s  ,
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ST; ANN'S UURSIHG HQHE FISCAL YEAR 1990 ATTACHHEHT

1-29 EASE YEAR EXPENSES 11/16/3

LTC

LTC

CAPITAL MED/GRH
HED/GHH

CAPITAL TOTAL

Direct Expenses 3707,773 s2 6 . iai 0 0 5733,95

Enpioyee Beneiits 112. 210 0 0 0 112.21'
Rents/Leases 0 126.706 0 0 125. 70i
A d n m  A General 176,141 11.862 0 0 188.00:
Operation of Plant 64.823 16,729 0 0 81.55.
Laundry A Linen 73.871 6,026 0 0 79.89'
HouseKeepmg 93.104 961 0 0 94,36:
Dietary 308,946 40,449 0 0 349.39.
Nursing A d n m 43.595 2.550 0 0 46.14'
Heaical Records 11.578 1.520 0 0 13. 39
Social Services 45,022 7,552 0 0 52.57

Subtotal SI.637,063 5240,536 SB 50 SI, 877,59’

Aneiilaries

Recreational Therapy 75,102 29.291 65.899 16.029 185.32

Resciratory Therapy (9.193} (93) 13.465 137 4.31.
Physical Therapy (22.981) (1.190) 103.498 7,295 86. 62:
Qccuoational Therapy 5.122 164 1,418 44 6, 74-
Speecn Pcthology 29 0 680 7 71.

Recical Supplies (9.236) 54 101. 200 9,743 101.76
Drugs Chgd to Patients 29.693 348 143.832 1*583 175. 45:

Transoortation (3.342) (34) 5.500 56 2. IS-

Transportation 5. 500 55 (5.500) (55)

Total A n c i l l a n e s 70.694 ZB.S97 429. 992 34.838 
- 5 W ,

564,12

TOTAL RET EXPENSES SI. 707. 757 S269,123 S429.992 534,338 S2. 441. 72:

Adjustments

Haipractice Insurance 108.164 0 0 0 108.16-

Non-HemPursable
Rental Property 0 0 0 0

Blanx 0 0 0 0

TOTAL EXPENSES 31.315.921 5259.133 9429.992 534.838 S2.549.88



G E N E R A L  H O S P I T A L

X  —  R A Y
X. —  R A Y

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

3  5 0 .
3  4  5 .

O  O  
O  O

P A T I E N T  1: W O R K M A N 'S C O M P E N S A T I O N  I N S U R A N C E
H o s p i t a l  C h a r g e : S 5 0 . 0 0

I n s u r a n c e  P a y m e n t  to  H o s p i t a l :  5 5 0 . 0 0
P a t i e n t  P a y m e n t : S 0.00

P A T I E N T  2 N O  I N S U R A N C E  - P R I V A T E  P A T I E N T
H o s p i t a l  Charge: 

P r i v a t e  P a t i e n t  P ayment: 3 5 0 . 0 0

P A T I E N T  3: B L U E  C R OSS I N S U R A N C E
H o s p i t a l  Charge: 

B l u e  C r o s s  " R e a s o n a b l e  a n d  C u s t o m a r y "  c h a r g e  
f o r  this X - r a y  is: $47.00

Bl u e  C r o s s  P a y m e n t  (80% of R e a s o n a b l e  a n d  C u s t o m a r y ) :
P a t i e n t  P a y s  B a l a n c e  ( $ 5 0 . 0 0 - 3 3 7 . 6 0 ) :

3 5 0 . 0 0

3 3 7 . 6 0  
3 1 2 . 4 0

P A T I E N T  4: M E D I C A I D  P A T I E N T

H o s p i t a l  C h a rge: S 5 0 . 0 0  
S t a t e  T o t a l  M e d i c a i d  P a y m e n t  ( F o r m u l a  Based): 3 4 0 . 0C

P a t i e n t  Pay m e n t :  3 0.00
H o s p i t a l  C o n t r a c t u a l  W r i t e - o f f  ( u n c c i i e c t a b l e  ) : 3 1 0 . 0 0



N U R S I N G  H O M E  C H A R G E S  
O c t o b e r  1991

W e s l e y  Rehab. C a r e  C e n t e r  (Seward, 66 beds)

R o u t i n e  Charge: 
P h y s i c a l  T h e r a p y :  
O c c u p a t i o n a l  Therapy: 
Medicaic. Der diem:

S 1 6 5 / d a y
S 8 5 / h r
S 8 5 / h r
$ 1 7 7 / d a y  (all i n c l u s i v e )

11

n o
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St. A n n ' s  N u r s i n g  H o m e  (Juneau, 45 beds)

R o u t i n e :  $ 2 1 0 / a a y
P h y s i c a l  T h e r a p y :  S 8 0 / h r
O c c u p a t i o n a l  T h e r a p y :  $ 8 5 / n r
M e d i c a i d  per diem: $ 2 0 3 . 0 8 / d a y  (all i n c l u s i v e )

O u r  L a d y  of C o m p a s s i o n  C a r e  C e n t e r  (Ancho r a g e ,  224 beds)

R o u t i n e  Char g e :  $ 2 1 5 / d a v
P h y s i c a l  T h e r a p y :  $ 1 3 5 / h r
O c c u p a t i o n a l  T h e r a p y :  $ 1 3 5 / h r
M e d i c a i d  per diem: $ 1 8 5 / d a y  (all i n c l u s i v e )

P e t e r s b u r g  L o n g  T e r m  C a r e

R o u t i n e  Charge: 
P h y s i c a l  The r a p y :  
M e d i c a i d  per diem:

( P e t e r s b u r g ,  18 beds)

$ 2 6 0 / d a y
$ 1 0 0 / h r
$ 2 5 7 / d a y  (all i n c l u s i v e )
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Washington State, Hospitals Settle 
Boren Amendment Suit fo r  $62 M illion
After months of intense negotiations, W A S H I N G T O N  State has reached a 

tentative agreement with hospitals that will increase total Medicaid payments by 

$62 million over the next two years but that will aiso foreclose further litigation 

against the state for the next six years.

Although federal approval still is needed before the settlement can be final­

ized, the agreement announced on Cctobcr 21 will have the effect of raising 

average Medicaid reimbursement levels by 10 percent ($28 million in state funds 

plus $34 million in federal funds). The lawsuit initially involved only 10 plaintiff 

hospitals, but a last-minute m o v e  that converted the case into a class action 

means that a total of 141 hospitals— including several border institutions in 

I D A H O  and O R E G O N — will also realize the more generous payment levels.

Thus ends a significant test of the Boren Amendment, a 1981 law in which 

Congress directed states to pay economically and efficiently run hospitals and 

nursing homes rates that are “reasonable and adequate" to meet the costs in­

curred in caring for Medicaid patients. In June of 1990, the U.S. Supreme Court 

upheld the standing of these institutions to sue slates for redress, and in the wake 

of that ruling, the number of lawsuits has mushroomed.

At last count, according to the American Hospital Association, 22 states have 

had one or more Boren A m e n d m e n t  suits filed against them, in most instances 

by the state hospital association. O f  the total number of cases, 12— including the 

Washington case— have been resolved, although only 4 have gone to trial. All 

four of those cases were decided in the hospitals’ favor.

(see "S tate M ed ica id  Suits," b ack  cover)

Momentum Bu ilds in Congress f o r  
B i l l  to N u llify  HCFA Regs
Attempting to deflect yet another blow to state budgets, M e mbers of Congress 

arc gearing up for a legislative battle with the Bush Administration over a plan 

to limit federal Medicaid funds. The controversy centers on Health Care Financ­

ing Administration ( H C F A )  regulations, first proposed nearly two years ago and 

republished in late September, that would discontinue federal matching funds 

for Medicaid expenditures financed by donations and certain provider taxes—  

an increasingly popular revenue source for strapped state programs. (See 

SHN, October 21,1991.) Thus far, at least one bill ( H R  3550) has been intro­
duced to block the regulations, which without intervention would take effect 

on January 1.

(see "HCFA R egs B a ttle ,"p a g e  2)
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Similarly, the American Health 
Can: Association’s most recent tally 
found that nursing homes have filed 
Boren Amendment suits in 22 slates. 
Seven were either settled or won by 
the institulioas; 15 arc still pending.

The rash of suits and settlements, 
coinciding as it docs with pressure 
from the Bush Administration to do 
away with provider tax and donation 
plaas that all but a few slates now 
use to draw down additional federal 
matching funds to run their Medicaid 
programs, makes the states’ shaky 
budget situation even shakier. The 
Washington State ruling is expected 
to inteasify pressure on other states 
where Medicaid rates fall short of the 
costs that hospitals and nursing 
homes incur.

The case is especially significant 
because it is the first in which the 
court so strongly addressed the spirit 
as well as die letter of the law. Earlier 
rulings tended simply to direct states 
to draw up a new Medicaid plan 
amendment that meets the so-called 
Boren test. Washington officials must 
do that as well, but with the stem 
words of U.S. District Court Judge 
Thomas Zilly ringing in their ears.

In his July 3 opinion, which ran 
well over 100 pages, Zilly said the 
desire to meet budget targets was the 
“driving force" behind the state’s 
move in 1988 to revise its Medicaid 
payment system. The state, he said, 
not only failed to define an objective 
benchmark of the cost of running an 
efficient, economic hospital but also 
failed to consider whether the cuts it 
proposed to institute were in compli­
ance with federal law. He also 
rejected the state’s assertion that the 
new system was justified because it 
covered the marginal costs associated 
with Medicaid patients—a ruling that 
could affect other states confronting 
challenges to their rates.

In sum, Zilly said, assurances by 
the Department of Social and Health

State Medicaid Suits (from pg. l)
Services' “that its rates were substan­
tively adequate had no reasonable 
factual basis" and the adoption of its 
plan was "arbitrary and capricious 
and contrary to law,"

Under tenns of die settlement 
reached in mid-October—Zilly is 
expected to approve it later this 
month—the 1988 lawsuit ends with a 
promise by Washington to find 
money for the enhanced rates without 
cutting oilier hospital care; in return, 
the hospitals have agreed to accept

“We’re looking to close 
the books on the past.”

the new rates as meeting die merits 
of the Boren test and to refrain from 
suing for at least six years.

The rate increase, retroactive to 
October 1, will affect 23 hospitals, 
mosdy in urban areas, that contract 
with the state to provide Medicaid 
services, as well as all non-contract 
hospitals. Although the increase will 
average 10 percent, most rural 
hospitals are expected to be paid at 
100 percent of their Medicaid costs. 
The second-generation DRG system 
at issue in the court case will remain 
the vehicle for reimbursement, but 
die state will build in a “less arbi­
trary” formula for factoring in

inflation and will rebasc hospitals 
periodically, in tlie event rates fail to 
keep pace widt infiation.

James A. Peterson, Washington’s 
Medicaid director, said that because 
the suit is being dropped widiout 
prejudice, widt Zilly sanctioning that 
the scldcmcnt satisfies die Boren 
test, “its impact on otiicr states will 
be minimal. There is no judgment 
that requires other states to do any­
thing. There's nothing we’re doing 
that will jeopardize otiicr states,” said 
Peterson, who continues to maintain 
diat the 1988 rates were adequate.

Leo Grccnawall, president of die 
Washington State Hospital Associa­
tion, argued, however, tiiat die 
implications of the case "arc tremen­
dous. Tlie court decision was not 
vacated," he said, which means it 
will be cited in future Boren cases.

Despite disagreement over the 
potential fallout, both sides are 
clearly glad the legal battie is over. 
Pronouncing the settiement “wonder­
ful” and himself “elated that it’s 
over,” Grccnawalt said the end result 
will be dial hospital services for the 
poor that “were put on hold" for lack 
of funds can now be revived.

Said Peterson: “We're looking to 
close the books on the past. We want 
to turn now to making the system 
good for hospitals, the state and the 
people of Washington.” • LD

Of Interest.. . Update on Bare Bones Laws
Since Notes last reported on the subject, two more states— N E V A D A  and 
O R E G O N — have approved laws authorizing small businesses to offer their 
employees "basic benefit" health insurance plans. That boosts the number 
of the so-called bare bones laws to 22: 8 enacted in 1990 and 14 so far this 
year. (For background, see SHN's May and July-August issues.) Oregon, 
which is in the midst of overhauling its Medicaid program, requires that 
basic benefit plans “provide for maximum accessibility and affordability of 
needed health care services and substantially meet the social values that 
underlie the ranking of benefits by the Health Sen/ices Commission" and 
that the plans be "substantially similar to the Medicaid reform program." 
Meanwhile, basic benefit bills are still under consideration in CALIFORNIA, 
OHIO, PENNSYLVANIA and WISCONSIN. In addition to requiring insurers 
to offer both a basic and a standard benefit plan to small groups (those 
with 3 to 50 employees), the Ohio bill (HB 476) restricts premium increases, 
caps insurers' administrative expenses, prohibits physician specialists from 
balance billing and encourages hospitals to “single bill" patients.

SM/o Health Notes 8 November 4, 1991
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First n a t i o n a l

L T C  P P O

i n t r o d u c e d

bv Suzanne Pow ills
In what is believed to be the 

lirst national proRram of its 
kind. Ueverlv Enterprises Inc., 
Fort Smith. AK. and the Lin­
coln National l.ifc Insurance 
Co., Fort Wavne. IN. have 
learned up to launch a pre­
ferred provider organization 
(PPO).
A familiar acronym to acute 

care. PPOs have been in exis­
tence for more than 10 years. 
The creationof the partnership 
between Beverly and Lincoln 
National now brings the con­
cept to long-term care.
A PPO is a negotiated pay­

ment arrangement between an 
insurer and a provider. The 
insurer typically receives a dis­
count on provider rates in ex­
change for creating an incen­
tive lor policyholders to use a 
particular provider. Policy­
holders experience savings in 
copayments if they use die "pre­
ferred provider" —  in this, case 
Ueverlv.
Under this program. Beverly 

will offer reduced rates to group 
long-term care policyholders of 
Lincoln National. According to 
William lhle. vice president cf 
communications for Beverly, 
the nursing home chain has 
agreed to olfer Lincoln National 
a I09o discount off its regular Continued on page 18.

OBRA: Year one
by John O 'Connor

It was nearly four years ago 
—  on Dec. 22, 1987 —  when 
President Ronald Reagan 
signed into law a mishmash 
package of legislation known 
as the Omnibus Budget Recon­
ciliation Act of 1987.
The landmark statute prom­

ised new reforms for the nurs­
ing home industry to ensure 
the highest level of care. Al­
ready, the law has made pro­
gress in substantially reducing 
restraint use and enhancing resi­
dents’ rights.
But one year after becoming 

effective, O B R A ’s promise con­
tinues to be compromised by 
yet unpublished regulations. 
And the law’s ultimate legacy 
remains on hold while indus­

try members wonder aloud if 
the final law rtiav do more harm 
than good.
"The biggest challenges that 

remain for providers include 
the lack of final regulations, 
survey guidelines and the in­
sufficient state plan reviews 
guaranteed under the Boren 
Amendment,’’ said Linda 
Keegan, a representative of the 
American Health Care Associa­
tion.
The coming year will likely 

provide most of the still-miss­
ing pieces. But there’s no guar­
antee that what the future holds 
will be seen by many as relief.
For residents, one area where 

the promise of better care has 
manifested itself during the 
past 12 months is in the form Continued on page 13.
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□ TheU.S. Department o f Health 
and Human Sendees released regu­
lations that will prohibit the fed ­
era l government from  matching 
state Medicaid funds that arc c o l­
le c te d  through provider donation 
o r tax programs. T h e  ru le  s ta te d  
that lu n d s  d o n a te d  o r c o l le c te d  
th rou g h  ta x e s  from  p ro v id e rs  w ill 
b e  s u b tra c te d  Irom  s ta te  M e d i­
ca id  tota ls be fo re  tho federal m a tch ­
in g  sh a ro  is  c a lc u la te d .  In r e le a s ­
in g  th e  re g u la t ion , tho  d ep a rtm en t 
s ta te d  that d o n a t io n  a n o  p ro v id e r 
tax  p roq ram s w ill c o s t  aD ou l $3 
b ilu c n  in fe d e ra l m a tch in g  tu n a s  
m t is c a i vea r 1991

□ The American Health Care As­
sociation dropped Its suit against 
tho ledara l government over re ­
view ot stats plan amendmonls.
The association ha3 withdrawn 
its notice o f appeal against HHS 
Secretary Louis Sullivan, M.D.
G  Of tha 7,298 U.S. hospita ls, 
more than 1,000 are providing nurs­
ing home services, occording to 
new statistics Irom the U.S. De­
partment ot Commerce. The lor- 
prolit nosoita ls are generating 
aoout $744 million in receipts.
A n d  tne non -p ro fit f a c i l i t ie s  a te  
g en e ra t in g  abou t $18 b il l io n  in  
revenue

F e w  n u r s i n g  f a c i l i t i e s  

m a r k e t  f o r  p r i v a t e  p a y
by Suzanne Pow ills

Unlike many long-term carc 
facilities. Westshirc Health 
Care Center has discovered the 
advantages of marketing lor 
private paying residents.
The Cicero. IL-based long­

term carc facility rcccntlv spent 
$4,526 on 14 newspaper adver­
tisements. The result was a
1,00096 return on investment 
—  or $42,000 in total patient 
days.
But Westshirc’s experience 

is hardly typical. ’’Marketing 
is viewed as an expense, and

usually ends up at the bottom 
of the ’to-do’ list." according 
to Phyllis Tltomton. president 
of Signum Marketing, Louis­
ville. KY. -------
While facilities have taken a 

lax approach to marketing in 
the past, the future may force 
a change in attitude. In lact. 
experts predicted that as mih- 
lie binding tor the long-term  
care industry ones un. m m t '’ 
facilities will takcthe lead ot
Wesishire and begin m a rKet- 
ing tor private paving resi -JContinued on page 12

McKnlght’s LTC 
News conducted a 
poll by tax machine 
o f a ll state affilia tes 
o f tho American 
Health Care A sso­
ciation and the 
American Associa­
tion o f Homes lo r 
the Aging. The 
response rate (or 
the poll was 42% .

21*/.-50% ................ 70%
50% or more .............. 6%

G o v e r n o r s  c a l l  o n  f e d s  

t o  c o v e r  l o n g - t e r m  c a r e

SEATTLE —  The nation's gov­
ernors have decided that the 
federal government should be 
solely responsible for funding 
long-term care for the elderly.
At the National Governor s 

Association annual meeting 
here, the governors unani­
mously approved a health care 
reform package. The plan 
would shift funding responsi­
bilities of all care lor the eld- 
erlvfrom the mishmash ol state 
and federal programs currently 
covering such care to one source 
—  the federal government
The governors’ proposal 

called the Medicaid svstcm bro­
ken” and stated that it has 
become a rigid and overlv com­
plex program " The rctorm 
package said existing Medicaid

resources should fund a new 
public program designed to 
meet the needs of the "nor- 
disabled population from birth 
through age sixty-four."
Conversely, long-term care 

—  as well as the whole contin­
uum ol services tor the elderly 
and disabled —  should be cov­
ered under one program, ac­
cording to the rctorm pack­
age. "The Social Security! 
Medicare programs provide the 
obvious (ramcwork for such a 
program." the governors 
agreed.
"Elderlv people shouldn t 

have to shift Irom one program 
to anotner to obtain care." said 
Ann Danelski. a representative 
■ it the association

I onlMhtd nn pai*<* / f



Private pay market
/  > ii>m  p a r e  /

Currently. ihopcrcentageot private 
pav residents in most states run:, be­
tween 21 to and 509b, according in the 
lux pull conducted hv Mcknight's Long- 
Jerui C hit News ol state nursing home 
and homes lor the aging associations.
Results Irom the mtormal poll also 

indicated that non-profit facilities at­
tract a higher percentage ot private 
pav residents. In (act. none of the 
responding non-profit associations said

the percentage ol private pav in their 
slates was below 21%. Conversely, 
the lor-proftt association responses 
went down to the 6% to 10% range.

Midwest values
The proportion ol private pav resi­

dents was also somewhat higher in the 
Midwest, according to the survey 
This phenomena, however, appears to 
have little to do with marketing.
For example, the percent of private 

paying residents in Kansas is about 
5596. Hut facilities in the state are

[TJoday, mere than ever, quality and extended 
service life are major considerations in 
helping nursing homes to provide comfort 
and protection for those who need it most.

B Warranted. 18-month warrranty covets the IRIS 10.000 
as well as the optional nylon cover against delects in 
materials and workmanship. It's your assurance ol the 
durability ol Carpenter's high quality products.

When n comes to patient floatation, today's products need (o 
be more than etlechve. They need to be cost effective, too.

As the leader in medical loam technology, Carpenter 
selected tls finest high performance loam lor the IRIS 10.000. 
The resulting superior floatation characteristics provide better 
protection against skin breakdown.

What's more, the IRIS 10.000 has an optional, moisture- 
orool nylon cover to ensure that the quality lasts.

The itilS 10,000 Floatation System.
Our patented design and moisture-proof 

cover make the difference.

■ Cost effactlva. Patient care and pressure reduction tor 
less man 25c a day.1

■ long service life. Removable nvlon cover repels mois­
ture and is treated to resist microbial contamination

m Enhanced patient contort. A layer ol revolutionary, 
patented Omalux* high density loam enhances weight 
distribution at the suriace. wmie a second layer ot high 
oerlormance, high density loam provides a foundation 
lor suoerior pressure reduction

n  Simple to use. Reauues no in-senuce

w tro t c o e r v i  u r y c «  ■"•"u'JCtw*#'

For more information aooul how the IRIS 10.000 can make 
your patients more comlortaDle, please call 1-800-947-7410.

Fin ttitciirt liojlanon sysitm m>uh) neia our wnenu itei Niitr A cost etfective I 
| one? Tful wouki make me leel Belief Please send mote mfotmilKXi ngni away

j Name _____

| Posdton focitcnai) . 

I insiilulion___

J Aooress ____
I Ciry______

Pf>one iort»onai| _

Mjtl lo E a Cvptn:e/ Company MetKai Proflucis Iton*" 
PO Bat 27?05 flcnmomj vA ?326i

g t f00 E .R . C a rp e n te r C om p a n y
 M e d ic a l P ro d u c ts  D iv is io n

lo m ist

Tlie stale of the nation
The lack of interest in marketing by 

Midwest facilities appears lo be in 
line with facilities throughout the 
states. Nursing facilities are not gen­
erally marketing for private paving 
residents, according lo Signum s 
Thornton. "Facilities are more fo- 
eused on internal operations and qual- 

| itv. But the locus stops there —  inter- 
| nnlly." she said.
i Thornton said most nursing homes 
I still rely on hospital discharge plan- 
i ners. "But that feeder source is being 
cut off as hospitals gel into long-term 
care." she added.

"Facilities can no longer depend on 
discharge planners." echoed George 
Mollov. president of M  <Si M  Associ­
ates. Vero Beach. FL.
Mollov explained that the 80s 

marked the end of what he called "the 
i gravv train' of Medicaid spending.
! States began denying benefits and cut­
ting costs. In addition, nursing homes 
began seeing more acutelv ill rcxi- 

I dents resulting Irom the prospective 
pavmcnt svstem imposed on hospi­
tals. he said "Profitabilitv plunged.' 
Mollov said

Tom Jazvviccki. national advisor lor 
Ernst &  Yuune. Washington, predicted 

1 that the trend will likclv continue 
"Stale and lederal governments are 

- currently struggling to adcquatclv fund 
existing Meuicaid programs 

1 Their continued abililv lo lund sciv 
ice expansion or lurther increases in 

1 proeram scope is hiehls questionable.
1 lie said

t iiufMiiM'if «»•! nr if rM:%

more concerned with providing the 
nest possible care than with market­
ing. said John R. Grace, president ol 
the Kansas Association ol Humes lot 
the Aging m  Topeka.
Further. Grace indicated that mar­

keting may not even be necessary. 
"Word-ol-mouth creates the demand 
lor services." he said.
So how have Kansas facilities kepi 

their private pay mix at 559b? Grace 
speculated that a lower cost ol living 
ill some areas ol llte stale slows the 
speed of Mcdicuid spend down, thus

increasing nrtvate pav census 
tie nlsu suggested that the hign 

private pav mix mav oe the result ol 
Midwestern values. Grace noted that 
lor manv people in Kansas, "pov e m ­
inent is the choice ol last resort "
Paul Romans, executive vice presi­

dent ot the Iowa Health Care Associa­
tion in lies Moines, agreed.
Romans said that the 50% to 51 %  

private pay mix in his state results 
Irom the "nature and character ut 
Iowa people." He cited one facilitv 
resident who qualified for Medicaid 
but didn't vvant lo he on the stale s 
rolls.
However, some Facilities in Kansas 

are marketing lor private pavers, ac­
cording to Romans. "A number ol 
facilities are working with their com­
munities and individuals, which re­
sults in increasing private pay." he 
said.
Minnesota, which has a rate equali­

zation law on us books, offers no 
incentives to lacilitics lor marketing. 
"We're locked in." according lo Rick 
E. Carter, president of Care Providers 
of Minnesoia. Bloomington. MN.
Carter said that there vverconlv two 

advantages for marketing to private 
payers in Minnesota —  facilities re­
ceive payment op front, and thev can 
charge more for private rooms.
"Assuming that nursing homes can 

generate demand (bv marketing], they 
can't change the total number of pri­
vate paying residents available." Car­
ter said. Nursing homes, therefore, 
could onlv lure private paying resi­
dents from other facilil ics. he added.
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:,KTÛ Io;il F ^ v d ; i h r , j - > l l i l l . i  vtiH'ihc

n ' ; >'■ I • ;•!<-I III-.'di-. U .
.■•|l ’ ’• 'L \*V. f I' . l[ • • • •• '* •••' *i ^V*\*I* v. ^  *■-vj.**v ‘ ” :’k'*v |̂vx»̂,ji.i! »* *.*.i,/1i,ir> .y>(i*'* jt • .«ji.

i\°P«. ̂.=>> Vi/■■'',»/'•■■ >i f>v *'i'v< M'.riri./'/% rfv ,“si
‘ M v : ■ lit,'.̂  a - j - . u : . - . p | |  

I tit ■ , ’A . % N ■ .*' $ I.KJ 5,1 list ,lAil ’•!
ftv, c;\ v . r.i- j» ii i *i ’,i r> J I ’ i du J.i 'v ~ ,*t

»f‘7  S$ ' > V . i’.' ■• <M ;  v  ei^&»

L,'oii-),rr} ViU' cpwp’s. 
• ivWr l'v%> Vr.i.'<a\v *f. .

■ ii

erhistt

» *00 243.5337

N e w  b o o k  e x p l a i n s  h o w  t o  m a r k e t  l o n g - t e r m  c a r e  s e r v i c e s

"Nursing homes are still marketing 
in the 80s as they did in the oOs."

This observation 
c o m e s  f r o m  
George Mollov, 
president of M  &  
M  Associates, 
Vcro Beach, FL, 
and author ot a 
just-released 
book on market­
ing. In a recent 
interview with 
Mcknight's LTC

Molloy

Private p a y  m a r k e t
From previous page.
Federal legislative mandates arc ex­

acerbating the problem, according to 
Jazwiecki. He cited studies conducted 
bv Ernst &  Young on the impact of 
OBRA. "Ernst &  Young O BRA cost 
projections in every state (studied) 
indicate a propenr.iy for significant 
cost increases as a result of imple­
menting ledcral nursing home reform 
requirements," he said.

A c ry s ta l ball
"Meeting the future long-term care 

needs of an increasing elderly popula­
tion represents a great challenge. Pro­
vider marketing efforts will need lo 
reflect changing consumer expecta­
tions. As the public becomes more 
educated about the impact of cata­
strophic illness and the cost associ­
ated with chronic care, emphasis will 
locus on financial protection and the 
development of greater alternatives 
to institutional services," Jazwiecki 
said.
Thornton concurred. Many people 

who would have been nursing home 
residents five years ago arc now re­
ceiving home health care or are living 
in retirement housing, she said. "While 
ihere mav be more private dollars 
coming into the system, there are also 
more alternatives to care. Seniors 
now have options." □

Feds should cover L T C
horn pace I 
While addressing long-term change, 

the Governors also proposed stop-gap 
measures lor achieving that change. 
As a Itrst step toward cr .tng a com­
prehensive health carc program for 
the eldcrlv, tile proposal slated that 
Medicare should fullv cover all quali- 
lied hencliciarics.
As a short term goal, the governors 

called lor repeal ot the "so-called Boren 
Amendment." Thev also requested 
autnorttv tor states to match federal 
Medicaid dollars without restrictions.
An amendment lo the reform pack­

age stated that the governors' associa­
tion will call lor a meeting with Presi­
dent Bush and Congress "to bettin 
immediate work with thr Governors 
to achieve lilts system "
Although the governors were laced 

with a lull aeenda ol state issues, 
health cate oommated the annual recct-
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News. Mollov said that manv nursing 
homes fail to distinguish between 
marketing and public relations.
“Nursing homes confuse the two 

and end up doing an ineffective job at 
both," Molloy said. "Balloons and pet 
tiieranyi5.not-tB«H;k'et-mE;--f»t added.. -
He cxpla ned that the purpose of 

marketing is to increase revenues. 
While public relations may foster good 
will, "marketing fills empty beds and

increases the private pav mix." lie 
said. " "
Marketing requires a comprehen­

sive lour-part integrated strategy, Mol- 
lov said. Facilities need lo examine 
the product and its quality, service, 
ambiance and amenities, lie said. Fa­
cilities then need to promote the prod­
uct.
\In addition, nursing homes must 
lam how to sell —  which includes

knowing the importance ol sales atti­
tudes. scripts and closings. And lastlv.

Id igsjimst de I i ve rw iiai thev prom-

As Molloy stated. "Unless we |as an 
industry! change, we will continue in 

Vtltc lunacvof this profit plunge." 
~̂Cttpter, ol Marketing bircresT  are 

available for $ 149.95. plus $3.05 post­
age, Irom M  &  M  Associates. 294 Mor­
ristown Cav, Vcro Beach. FL 32906. IT
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The VistaCARE' Resident 
Assessment and Care Plan Systems 
work together to provide you with the 
right solution to OBRA Resident 
Assessment You can generate the 
right reports - fast and easy.

Resident Assessment System

• MDS. MDS +
• Triggers
• Rap Key
• Rap Summary
• Form 672
• Quality Assurance Reports

Care Plan System

• Care Plan Worksheet
• Care Plan
• Care Plan Intervention
• Goals Report
• Documentation Records
• Problem List
• And our optional Quik Plan 
Module of pie-established 
nursing diagnosis, goals and 
interventions tnat provide 
you with individualized care 
plans.

With a VistaCARE' Computer System, 
you can cnoose between 40 systems 
ana modules. From complete 
accounting, to resident care and 
operations software. Support services 
include Training, Hotline Support 
Software Updates. Full System 
Documention. and Hardware 
Maintenance. Call us today.

Pavment policies forcing Minn, 
homes to cut comers on upkeep

FR EE  D EM O  
D ISK ETTE
C A L L  T O L L  FR E E

1-800-426-2675

L e g i s l a t u r e  r e s p o n d s  
to  s tu d y ' s  f i n d in g s  b y  
e y e i n g  f i n d i n g  h i k e

By Fred Bazzoli
A  financial report on Minnesota’s 

nursing homes raised enough 
legislative eyebrows to ensure 

that its recommendations wouldn’t be 
left on a shelf and forgotten.
The state’s Legislature is working 

to find funding to pay facilities more 
for costs related to property mainte­
nance. T h e  survey, “Nursing 
Homes: A  Financial Review," com­
piled by Minnesota’s Office of the 
Legislative Auditor, found that 
many administrators were delaying 
routine maintenance and repairs so 
they could use the money to sustain 
operations.
The action is welcome news to the 

state’s 446 providers and represen­
tative groups, which for the three 
previous years had been publicizing 
problems they've had operating in 
Minnesota’s strict rate-setting en­
vironment and under a pervasive 
moratorium on construction.
The report has highlighted the

issues that must be addressed, and 
legislators are sympathetic, said 
Dean Neumann, public relations co­
ordinator for Care Providers of Min­
nesota. the state group affiliated 
with the American Health Care 
Assn. Care Providers, which had is­
sued three reports on the financial 
plight of the state's facilities, gen­
erally was pleased with the findings, 
although the report's writers 
seemed to soften the potential seri­
ousness of industry problems. Mr. 
Ne u m a n n  said.
Still, the report has pointed to the 

importance of states providing suffi­
cient reimbursement to maintain fa­
cilities' physical structures. So much 
attention has been paid to the care 
residents are receiving that ‘‘the 
bricks-and-mortar aspect has been 
neglected.’’ Mr. N e u m a n n  said. 
Other state association executives 
have expressed similar concerns, he 
added.
The report notes that the percent­

age of nursing facilities that broke 
even or made money between 1986 
and 1989 has ranged from 6 0 %  to 
75%. but it noted that profit margins 
were extremely thin, particularly for 
nursing facilities that weren't affi­
liated with or operated by acute-care 
hospitals.
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For example, operating margins 
for hospital-linked facilities ran from 
1.2% to 3.3% from 1986 to 1989. while 
non-hospital nursing homes had 
operating margins of 0.1% to 0.9%. 
In terms of total operating margins, 
which include revenues from all 
sources, including contributions, hos­
pital-affiliated providers had margins 
of 3.2% to 6 %  during those years, 
while unaffiliated homes reported 
total operating margins of 1.2% to 
2.1%.

The report's authors said that the 
state's “nursing home industry has 
experienced considerable financial 
stress," and they termed the indus 
try’s condition “weak."

Minnesota homes are under par­
ticular pressure because it's one of 
three states in the country that reg­
ulate all rates so that shortcomings 
in Medicaid payments can’t be made 
up by charging private-pay residents 
higher rates. Thus, if Medicaid rates 
aren't sufficient, the effect is doubly 
bad. Adjusting rates typically in­
volves a 21-month time delay that's 
daunting to cash-starved facilities 
that can’t afford to make an expendi­
ture decision and then wait almost 
two years for the new reimbursement 

v̂ to kick in.
Minnesota also uses a case-mix sys­

tem that prospectivelv sets rates for 
residents needing different levels of 
care.
A  component of facilities' reim­

bursement is for property expenses, 
which is determined through a fair- 
rental formula intended to cover prop­
erty costs and provide a return in­
tended for eventual replacement of 
capital assets. Also, facilities can qual­
ify for an efficiency incentive of as 
much as $2 per resident day if they can 
stay under established spending limits 
in a category covering administrative, 
dietary, housekeeping, laundry and 
maintenance services.

The report notes that administra­
tors have adopted the tactic of de­
ferring routine maintenance and re­
pairs because they are allowed only 
S325 per bed annually for such ex­
penses and because they're trying to 
maximize efficiency incentive pay­
ments.

"Administrators who  said their 
operating budgets were inadequate 
were more likely to report using 
property reimbursement for operat­
ing expenses,” the report said. For 
example, 64% of administrators who 
said operating rates were rarely or 
sometimes adequate used property 
reimbursement for operating costs.
"Many administrators told us they 

have no real choice but to limit

, Administrators are deferring 
| maintenance to maximize 
efficiency incentive payments.

spending on nursing homes’ appear­
ance and upkeep in favor of earning 
the efficiency incentive, which ... is 
a necessity for financial health," the 
report’s writers indicated.

As a result, 28% of administrators 
in 1990 said their facility was in poor 
structural or mechanical condition,

compared with 10% in 1988. Two- 
thirds said building upkeep, mainte- • 
nance, decorating and furnishing nnd i 
deteriorated since 1985.

Prospects of gaining sufficient capi­
tal from operations are dim. as 75% of 
administrators said their facilities 
were in poor or fair financial condi- j 
tion. Some 43% of the hospital-affi­
liated homes were under financial 
stress, compared with 40% of the 
non-hospital homes, according to a 
study by the state's Dept, of Health 
in 1990.

A s  a leader in rehabilitation a n d  long-term 

care, T h e  Mediplex G r o u p  is k n o w n  for high- 

quality, progressive services. W e  offer over 

2 5  years of experience, a stable, responsive 

m a n a g e m e n t  approach; a n d  a n  unwavering 

c o m m i t m e n t  to excellence. W e  are equally 

attuned to the needs of our clients, a n d  

respond quickly to the changing market by 

frequently updating our services a n d  de­

veloping n e w  programs. W i t h  a nationwide 

network of rehabilitation a n d  nursing centers, 

w e  are continuing to m a k e  acquisitions, 

growing steadily, a n d  setting the pace for 

the industry. -To l e a m  m o r e  about w h a t  our 

organization has to offer, please call or write 

today to: M r .  Steven Garfinkle, Executive 

Vice President of Operations, T h e  M e d i p l e x  

G r o u p ,  15 W a l n u t  Street, Wellesley, M A  

02181; (617) 446-6900.

The Mediplex Group
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Excallant: No need tor upgrading, remodeling, major repairs or replacement 
j§3 Fair to Good: Need moderate upgrading, remodeling or repairs .
_J Poor. Slnnificantiwad 
Q | Poor. Needs to fa entirê

As part of a solution, tho report 
suggests that the efficiency incentive 
he raised to $2.20 per resident day. 
Mr. Neumann said plans are being 
discussed by the Legislature to index 
the incentive to inflation, which 
would raise it this year to about $2.12 
per resident day.

The report also suggests the state 
determine a standard for what con­
stitutes adequate financial perfor­
mance for nursing homes, which car. 
be used to direct reimbursement po­
licies.

Still at issue is Minnesota's strict 
moratorium on licensed beds; it con­
trols any erection, building, altera­
tion, reconstruction, modernization 
or improvement. Only 12 such 
projects were allowed in all of 1990, 
Mr. Neumann said. And from 1985 
to 1989, there’s been a decline of 44 
certified beds in the state to a total 
of 45.452.

The moratorium is a difficult hur­
dle to modernization efforts, espe­
cially as the state’s population of peo­
ple older than 85 is expected to grow 
32% to almost 91,000 by the year 
2000.

‘‘The nursing home industry may 
be unable to meet the future needs

of the elderly, both in amount and in 
adequacy of services,” the report 
said. "The Legislature should exam­
ine whether and how to continue the 
moratorium on nursing home con­
struction.”

While some of the report’s sugges­
tions have legislators' support or can

be easily implemented, dealing with 
the moratorium will be difficult. Mr. 
Neumann said. “We're sitting at the 
beginning of a tremendous explosion.” 
he said. “Federal and state govern­
ments haven’t addressed the problem 
yet, (but) demographics will push the 
issue to the front burner. ” ■
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A long-term solution to LTC software needs.

Call today for information on our 
financial management & 
MDS software modules.

R H  Positive Comp u t e r  Systems 

246 East C a m p u s  V i e w  Boulevard 

Columbus. Ohio 43235-4634 

1-800-662-7991 or 614-885-4041
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First n a t i o n a l

L T C  P P O

in troduced
hv Suzanne Pow ills

In whal is believed lo be the 
first national program ol its 
kind. Bevcrlv Enterprises Inc.. 
l;orl Smitlt. AR. and tlie Lin­
coln National Life insurance 
Co., Fort Wavne. IN, have 
teamed up to launch a pre­
ferred provider organization 
(PPO).
A familiar acronym to acute 

care. PPOs have been in exis­
tence for more than 10 years. 
The creation of the partnership 
between Beverly an-* Lincoln 
Nalional now brings the con­
cept to long-term care.
A PPO is a negotiated pay­

ment arrangement between an 
insurer and a provider. The 
insurer tvptcally receives a dis­
count on provider rates in ex­
change for creating an incen­
tive lor policyholders to use a 
particular provider. Policy­
holders experience savings in 
copayments if they use the "pre- 
lerrcd provider" —  in this, case 
Ueverlv.
Under this program. Beverly 

will offer reduced rales to group 
long-term care policyholders of 
Lincoln National. According to 
William Ihle, vice president of 
communications for Beverly, 
the nursing home chain has 
aereed toolfer Lincoln National 
a H)°o discount off its regular Continued on page IS.

OBRA: Year one
by John O'Connor

It was nearly four years ago 
—  on Dec. 22, I°87 —  when 
President Ronald Reagan 
signed into law a mishmash 
package of legislation known 
as the Omnibus Budget Recon­
ciliation Act of 1987.
The landmark statute prom­

ised new reforms for the nurs­
ing home industry to ensure 
the highest level of care. Al­
ready, the law has made pro­
gress in substantially reducing 
restraint use and enhancing resi­
dents'rights.
But one year after becoming 

effective. OBRA's promise con­
tinues to be compromised by 
vet unpublished regulations. 
And the law's ultimate legacy 
remains on hold while indus­

try members wonder aloud if 
the final law may do more harm 
than good.
“The biggest challenges that 

remain for providers include 
the lack of final regulations, 
survey guidelines and the in­
sufficient state plan reviews 
guaranteed under the Boren 
Amendment." said Linda 
Keegan, a representative of the 
American Health Care Associa­
tion.
The coming year will likely 

provide most of the still-miss­
ing pieces. But there’s no guar­
antee tliat what the future holds 
will be seen by many as relief.
For residents, one area where 

the promise of better carc has 
manifested itself during the 
past 12 months is in the form Continued on page 13.
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O  The U.S. Department ot Health 
and Human Services released regu­
la tions thst will prohibit the fed ­
era l government Irom  matching 
state Medicaid lunds that are col­
lected through provider donation 
or tax programs. The rule slated 
that lunds donated or collociod 
through taxes Irom providers will 
be subtracted Irom stale Medi­
caid totalsbolore the federal match­
ing share is calculated. In releas­
ing m e  regulation, tno depanmenl 
slated mat donation and provider 
tax oroqrams will cost about S3 
billion in looerai maicning lunas 
in fiscal vear 1991

G  The American Health Caro As­
sociation dropped Its suit against 
the federal government over re­
view o l state plan amendmants.
The association has wilhdrawn 
its notice ol appeal aqainst H H S  
Secretary Louis Sullivan, M.D.
G  O l the 7.298 U.S. hospita ls, 
more than 1,000 are providing nurs­
ing homa services, according to 
new statistics from the U.S. De­
partment ol Commorco. Tho lor- 
prohl hospitals are qeneraimq 
aoout $7-14 million in receipts.
And the non-profit facilities are 
generating aoout S18 billion in 
revenue

F e w  n u r s i n g  f a c i l i t i e s  

m a r k e t  f o r  p r i v a t e  p a y
by Suzanne Powills

Unlike manv long-term care 
facilities, Westshirc Health 
Carc Center has discovered the 
advantages ol marketing for 
private paying residents.
The Cicero. IL-bascd long­

term carc facility recently spent 
54,526 on 14 newspaper adver­
tisements. The result was a
1.00096 return on investment 
—  or 542.000 in total patient 
days.
But Westshirc's experience 

is hardly typical. "Marketing 
is viewed as an expense, and

usuallv ends up at the bottom 
of the to-do' list." according 
to Phyllis Thornton, president 
of Signum Marketing, Louis- 
ville.KY.
While facilities have taken a 

lax approach lo marketing in 
the past, the luture may force 
a change in attitude. In fact, 
experts predicted that as pub­
lic tunoing lor the long-term  
care industry dries un. inoTT 
facilities sviTl take the lead o|. I 
Westshire and begin market- I 
ing tor private pavine resi•/ 
aents. ’Continued on page 13

McKnlght's LTC 
News conducted a 
poll by fax machine 
of all stale affiliates 
of the American 
Health Care Asso- 
ciat'on and the 
American Associa­
tion ol Homes for 
the Aging. The 
response rate for 
the poll was 42%.

What percent ol residents 
In your stito's facilities 

are private pay?
|  %  p r l r a t o  o a y  r t j p o n O t n l l

0 % - 5 % ..........................0
6% - 1 0 % ____. . . . . . . 3 %
11%-20%......21%
21% - 5 0 % ................ 70%
50% or more ____. , . . 6 %

G o v e r n o r s  c a l l  o n  f e d s  

t o  c o v e r  l o n g - t e r m  c a r e

SEATTLE —  The nation's gov­
ernors have decided that the 
federal government should be 
solely responsible for funding 
long-term care for the clderlv.
At the National Governor s 

Association annual meeting 
here, the governors unani­
mously approved a health care 
reform package. The plan 
would shift funding responsi­
bilities of all care lor the eld­
erly from the mishmash oi state 
and federal programs currently 
covering such care to one source 
—  (he federal government
The governors' proposal 

called the Medicaid svstem hn>- 
ken ' and stated that it has 
become a rigid and overiv com­
plex program “ The rclorm 
package said existing Medicaid

resources should fund a ness 
public program designed to 
meet the needs of the "non- 
disabled population from birth 
through age sixty-four."
Conversely, long-term care 

—  as svell as the whole contin­
uum ol services for the elderly 
and disabled —  should be cov­
ered under one program, ac­
cording to the relorm pack­
age. "The Social Security/ 
Medicare programs provide the 
obvious Iramesvork for such a 
program." the governors 
agreed.
"Eldrrlv people shouldn t 

have lo shill Irom one program 
to another lo obtain care, said 
Ann Danelski. a represcntatisc 
ot incassociation

i untmura on rave JI
raranB



*»j rA <’,1 prucrarn *.». r*c is hirn;\ uuesimfi.in;v
*•*■> „\*S «  K i y z t - K t  u * t ( f  C-C« f  'N  ' W  I M L iT * * '? ' L_* r < “ » iio *auf

Private pav market
I HMiI no ft' I
Currently. (lie percentage ot private 

|»iv residents in most states runs be­
tween 21 9o and 50 96. according to the 
l-ix poll conducted bv McKnlRht's Long- 
’term Lure Newt ot state nursing home 
and homes lor the aging associations.
Results Irom the intormal pull also 

indicated that non-profit facilities at­
tract a higher percentage of private 
pav residents. In fact, none of the 
responding non-profit associations said

the percentage ol private pav in their 
states was below 2t°o. Conversely, 
the lor-proht association responses 
went down to the 690 to lOVo range.

Midwest values
The proportion ol private pav resi­

dents was also somewhat higher in the 
Midwest, according lo the survey. 
This phenomena, however, appears to 
have little lo do with marketing.
For example, the percent of private 

paying residents in Kansas is about 
559b. But facilities in ihe state arc

more concerned with providing the 
nest possible carc than with market- 
mg, said John R, Grace, president ol 
the Kansas Association ol Homes loi 
the Aging in Topeka.
Further, Grace indicated that mar­

keting mav not even be necessary 
"Word-of-mouth creates the demand 
lor services," he said.
So how have Kansas facilities kept 

their private pay mix at 5596? Grace 
speculated that a lower cost of living 
in some areas of the state slows the 
speed of Medicaid spend down, thus

increasing ornate nay census 
He aiso suggested tnai the hicn 

private pav mix mav oe me resuit ot 
Midwestern values. Grace noted dial 
lor manv people in Kansas, ' govern­
ment is m e  choice oi last resort 
Paul Romans, executive vice presi 

deni ol the Iowa Health Lore Associa­
tion in Des Moines, agreed 
Romans said that the 509o to 5IC-’ 

private pay mix in his siale results 
Irom the "nature and character of 
Iowa people." He cited one facililv 
resident who qualified lor Medicaid 
but didn't want to be on the states 
rolls.
However, some facilities in Kansas 

are marketing for private pavers, ac­
cording to Romans. "A number of 
facilities are working with their com­
munities and individuals, which re­
sults in increasing private pay." he 
said.
Minnesota, which has a rate eauali- 

zaiion law on us cooks, offers no 
incentives to lacilities lor marketing 
“W e ’re locked in. according to Rick 
E. Carter, president of Care Providers 
ol Minnesota. Bloomington. MN.
Carter said that there vs ere onlv two 

advantages for marketing lo private 
pavers in Minnesota —  lacilities re­
ceive pavment up tront. and they can 
charge more for private rooms.
"Assuming that nursing homes car. 

generate demand [bv marketing), thev 
can't change the total number ol pri­
vate paving residents available." Car­
ter said. Nursing homes, therefore, 
could onlv lure private paving resi­
dents from other facilities, he added.

The state of the nation
The lack of interest in marketing by 

Midwest facilities appears to be in 
line with facilities throughout ihe 
states. Nursing facilities are not gen­
erally marketing for private paving 
residents, according to Stenum s 
Thornton. "Facilities arc more to- 
cusedon internal operations andoual- 
itv. But the locus siods tnere —  inter­
nally," she said.
Thornton said most nursing homes 

still rely on hospital discharge pian- 
I ners. "But that feeder source is heme 
] cut off as hospitals gel into long-term

I
 care." she added.

"Facilities can no ioncer denend on 
discharge planners, echoed George 
Molloy, president ot M  &  M  Associ- 

I ates, Vero Beach. FL
Mollov explained that the 5Us 

marked the end ot wnat ne called "the 
| gravv tram" of Medicaid sounding 
| States began denying cenettts and cut- 
[ ting costs In addition, nursing Homes 
| began seeing more .icutelv ill rest- 
' dents resulting irom tne prospective 
i pavment svstem imposed on hospi 
I tjls. he said Prolitaoiiuv piunged 
[ Mollov said

Tom Ja/wiecki, national advisor lor 
Ernsi re W.une, Washington. predicted 
that the tiend will l.setv continue 
"Slate and federal rovemmcnts are 
currently struggling inatteauainv lund 
cxistine Medicaid programs 
Their continued ahilrv f.i lund veiv 
ice expansion or lurtrcr increases ■ -

jjjaday, more than ever, quality and extended 
service life are major considerations in 
helping nursing homes to provide comfort 
and protection for those who need ft most.

When it comes to patient floatation, today's products need to 
be more than effective. They need lo be cost effective, loo.

As Ihe leader in medical loam technology. Carpenter 
selected its linest high performance loam lor ihe IRIS 10.000. 
The resulting superior floatation characteristics provide better 
protection aqainsl skin breakdown.

What's more, the IRIS 10.000 has an optional, moisture- 
orool nylon cover lo ensure that the quality lasts.

The IRIS 10,000 Floatation System.
Our patented design and moisture-proof 

cover make the difference.

■ Cost effective. Patient care ana pressure reduction lor 
less than 25c a flay.1

m  Long service llle. Removable nylon cover repels mois­
ture and is treated to resist microbial contamination

■ Enhanced patient comfort. A layer ol revolutionary 
patented Omarur* high densitv loam enhances weianr 
distribution at me surface, wmie a second layer ot hian 
perlormancc hion density loam provides a loundation 
lor superior pressure reduction

N Simple to use. rienuires no in-service

■ Warranted. 18-monih warrranty covers Ihe IRIS 10.000 
as well as the optional nylon cover against delects in 
materials and workmanship. It's vour assurance o! the 
durability ol Carpenter s high quality products.

For more information aoout how the IRIS 10.000 can make 
your patients more comionaple. please call 1-800-947-7410.

I -in tllrcl'vr lioiution svsiem would neio our ortenls leel teller A cost effective I 
| one? hut *ouio maie me leel teller Pieisesend more inlormilisn ngra i*i, |

| rum; _______

| Positron eoolrortdtl

I Institution_____

| Address ____

| C-r.------

I Ship______
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Mjillo t H Carremer tompj/r. MfflOf Product f 0*V1S»C»' 
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------ Medicnl Products Division
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"Nursing homes are still marketing Newi. Molloy said that manv nursing increases the private pav mix," he knowing ihe import"Nursing homes are still marketing 
in the 80s as they did in the 60s."

This observation 
c o m e s  f r o m  
George Molloy, 
president of M  fit 
M  Associates, 
Vero Beach, FL, 
and author of a 
just-released 
book on market­
ing. In a recent 
interview with 
McKnlghl’i LTC

Molloy

Private pay m a r k e t
f rom previous page.
Federal legislative mandates are ex­

acerbating the problem, according to 
Jazwiecki. He cited studies conducted 
hv Ernst &  Young on the impact of 
OBRA. "Ernst &  Young OBR A  cost 
protections in every state [studied] 
indicate a propensity for significant 
cost increases as a result of imple­
menting Icdcral nursing home reform 
requirements." he said.

A crystal ball
"Meeting the future IonA-tcrm care 

needs of an increasing eld:.rly popula­
tion represents a great challenge. Pro­
vider marketing efforts will need to 
rellect changing consumer expecta­
tions. As the public becomes more 
educated about the impact of cata­
strophic illness and the cost associ­
ated with chronic care, emphasis will 
locus on financial protection and the 
development of greater alternatives 
to institutional services." Jazwiecki 
said.
Thomtcn concurred. Many people 

who would have beer, nursing home 
residents live years ago are now re­
ceiving home health care or are living 
in retirement housing, she said. "While 
there mav be more private dollars 
coming into the system, there are also 
more alternatives to care. Seniors 
now have options." □

Feds should uover L T C

hrompaf '.
While addressing long-term change, 

the governors also proposed stop-gap 
measures lor achieving that change. 
As a Itrst step toward creating a com­
prehensive health care program for 
the elderlv. the proposal stated that 
Medicare should fullv cover all quali- 
I ted bencltcianes.
As a short-term goal, the governors 

called lor repeal ol the "so-called Boren 
Amendment." Thev also requested 
authority lor states to match federal 
Medicaid dollars without restrictions.
An amendment to the relorm pack­

age stated that the governors associa­
tion will call lor a meeting with Presi­
dent Bush and Congress "to begin 
immediate work with the governors 
in achieve tins system "

Although the governors were faced 
with a lull aeenua ol state issues 
lie.ilthi.aie dominated tt-e annual meet-

riSClE 151 ON READER SERVICE CARD

News. Molloy said that manv nursing 
homes fail to distinguish between 
marketing and public relations.
"Nursing homes confuse the '.wo 

and end up doing an ineffective job at 
both." Molloy said. "Balloons and pel 
tiler a j>y line unar kettng.--he added...
He explained that the purpose of 

marketing is to increase revenues. 
While public relations may foster good 
will, "marketing fills empty beds and

increases the private pav 
said.
Marketing requires a comprehen­

sive four-part integrated strategy. Mol­
lov said. Facilities need to examine - 
the product and its quality, service. ( 
ambiance and amenities, he said. Fa­
cilities then need to promote the prod­
uct.
In addition, nursing homes must 
:am how to sell —  which includes

knowing the importance ol sales atlt 
tudes. scripts and closings. And lastlv. 

^l^liUiuszTumiJclivcr what thevprqm-

As Mollov stated. "Unless we (as an 
industry) change, we will continue in 

Vl^lunacvof this profit plunge."
tCopres of <W flrk«HHc -yfnrress~~arr 

available for S149.95, plus S3.05 post­
age. from M  it M  Associates, 294 Mor­
ristown Cay, Vcro Beach. FL 32966. C
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