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FISCAL NOTE
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equestor: COMP JN E N T  SERIAL NO

Expenditures/Revenues (Thousands of Dollars)
OPERATING FY94 FY98
PERSONAL SERVICES 
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING
CAPITAL
REVENUE FUND SOURCE
FUNDING o f Dollars!
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA
Other ______
TOTAL
POSITIONS
FULL-T IME
PART-TIME
TEMPORARY

Estimate of current year (FY93) impact:
ANALYSIS: (Attach a separate page if necessary)

Additional Medical Assistance payments to facilities oecause of a reduction in audit control effectiveness
Additional costs are inflated by 10% annually due to cost containment failure.
Medical Assistance costs are 100% General Fund because Health Care Financing Administration (Title XIX funding 
agency) will not participate in overpayments.
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A u d it U n it__________
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Date
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livision: 02/22/93

A p p ro v ed  b v  C o m m iss io n e r : T h e t/d o re 'A . M ala . M D . M P H
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S T A T E  O F  A L A S K A
1993  L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E
B I L L  N O . H B  155

Revision Date: 
Title:

02/23/93
An Act Relating to Audits of Health

Dept. Affected: Health and Social Services 
BRU: Administrative Services

I Facilities Component: Audit
|Sponsor: Rep. G. Davis,...
Requestor: COMPONENT SERIAL NO. 318

Expenditures/Revenues: (Thousands of Dollars'
OPERATING FY94 FY95 FY96 FY97 | FY98 | FY99
PERSONAL SERVICES 381.0 I 400.0 420.0 441.0 I 463.0 1 486.0

| TRAVEL 21.0 1 22.0 1 23.0 24.0 I 26.0 1 27.0
CONTRACTUAL 8.4 3.8 i 9.3 9.7 I 10.2 I 10.7
SUPPLIES 12.0 I 12.6 13.2 13.9 I 14.6 I 15.3
EQUIPMENT 18.0 I I I | I
LAND & STRUCTURES I I I I

I GRANTS, CLAIMS I I ! I I
MISCELLANEOUS I I I I I
TOTAL OPERATING 440.4 I 443.4 I 465.5 488.6 i 513.8 I 539.0 |

REVENUE FUND SOURCE

FUNDING: (Thousands of Dollars)
1002 Federal Receipts 220.2 1 221.7 i 232.7 244.3 256.9 269.5 I
1003 GF Match 220.2 1 221.7 I 232.7 244.3 256.9 269.5 I
1004 GF 1 1 I
1005 GF/Prcgram Receipts 1 1 I
1006 GF/MHT1A 1 1 !
Other 1 1 I
TOTAL 440.4 443.4 ! 465.5 488.6 513.8 539.0

POSITIONS:
FULL-TIME 6 I 6 I 6 6 6 6
PART-TIME
TEMPORARY

1 1 1 1
1 1 1 1 1

Estimate of current year (FY93) impact:

ANALYSIS: (Attach a separate page if necessary)

(1) Additional staff: 5 Auditors ai.u a Data Processing Technician.
(2) Inflate personnel service cost at 5% annually.

repared by: Michael R. Sanders. CPA
ivision: Audit

Phone: 465-3120
Date: 02/23/93

pproved by Commissioner: Theodore A. Mala. MD. M P H____________  Date:____________________
Agency: (0?/̂  Department of Health & Social Services___________________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution information call the Governor's Legislative Office 
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Position T itle
In terna l A ud ito r  III
Time Status Staff Months 
Fu ll 12.0
T Y P E  o f E X P E N D IT U R E A M O U N T
Salary 45.0
Benefits 17.4
Premium Pay
O ilie r

T o ta l P e rson a l Serv ices 62.4
Travel 4.0
Contractual 1.4
Commodities 2.0
Equipment
Other

T o ta l Cost 69.8
F U N D IN G  S O U R C E  f o r  T O T A L  C O ST

; 1002 Federa l Receipts 35.6
1003 O F  Match 35.6
1004 Genera l Fund
1005 GF/Program  Receipts
1006 GF/M cntal Health Trust

’ 1007 I/A Receipts
' 1061 C IP  Receipts

[ Other

No. o f Positions 
5

Runge/Step
19A

Location
J u n e a u

B a rg a in in g  U nit

GG
Election District

Justification
HB  155 Im p o s e s  strict s c o p e  a n d  lim e  lim its  o n  M e d ic a id  P ro v id e r A ud its .
T h e  a d d it io n  of th e se  staff m em b e rs  w ill h e lp  offset the restrictions .
T h e  M e d ic a id  A ud it m ust b e  d o n e  to s ta nd a rd s  for G o v e rnm en t A ud its  as e s ta b lis h e d  by 
C om p tro lle r  of the U n ite d  States.
M e d ic a id  A ud its  are a F ed e ra l M a n d a te d  p rog ram .

R E Q U E ST for 
NEW  PO SITIO N

AGENCY: Health and Social Services
B R U :  A d m i n i s t r a t i v e  S e r v i c e s

C O M P O N E N T :  A u d i  h J1H8-
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llovisod Dato:
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Position T itle
D ata  P ro c e s s in g  T e c h n ic ia n  III
Time Status Staff Months 
Fu ll 12.0
T Y P E  o f E X P E N D IT U R E A M O UN T
Salary 36.0
Benefits 15.0
Premium Pay
Other

T o ta l P e rson a l Services 51.0
Travel
Contractual
Commodities
Equipment
Other

T o ta l Cost
F U N D IN G  S O U R C E  f o r  T O T A L  C O ST

1002 Federal Receipts 25.5
1003 G F  Match 25.5
1004 General Fund
1005 GF/Progrant Receipts
1006 GF/M cnlal Health Trust
1007 I/A Receipts
1061 C IP  Receipts

‘ Other

1

No. o f Positions 
1

Range/Step
16A

Location
J u n e a u

Bargaining Unit
G G
Election District

Justification
HB  155 im p o s e s  strict s c o p e  a n d  t im e  lim its  o n  M e d ic a id  P ro v id e r aud its . 
T h e  a d d it io n  of th e se  staff m em b e rs  w ill h e lp  offset the  restrictions .
T h e  M e d ic a id  A ud it m us t b e  d o n e  to s tanda rds  for G o v e rnm e n t a u d its  as 
e s ta b lis h e d  by the C om p tro lle r  of the  U n ite d  S la tes .
M e d ic a id  A ud its  are a  F ed e ra l M a n d a te d  p rog ram .

REQ UEST for 
NEW  POSITION

A G E N C Y :  H e a lt h  a n d  S o c ia l  S e r v ic e s

B R U : A d m i n i s j t r a t u j z e —S e n i i c e s -  
C O M P O N B N T :  A u d i t  ______ Q 3 1 8 __________

i^ago 1 o f 2

Revised Data:

FY94



P o s i t i o n  P a p e r  

H B  N o .  1 5 5

P u r p o s e

H B  1 5 5  p r o p o s e s  c h a n g e s  t o  S t a t e  l a w  r e g a r d i n g  t h e  s c o p e  a n d  

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

f a c i l i t i e s  w h i c h  r e c e i v e  m e d i c a l  a s s i s t a n c e ' p a y m e n t s .

B a c k g r o u n d

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 ,  t h r o u g h  t h e  

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

a p p r o x i m a t e l y  $ 1 1 4  m i l l i o n  t o  p r o v i d e  h e a l t h  c a r e  t o  m e d i c a i d  

e l i g i b l e  A l a s k a n s .

T h e  A l a s k a  S u p r e m e  C o u r t  r u l e d  i n  C o r d o v a  v .  S t a t e  o f  A l a s k a  

( 1 9 9 0 )  t h a t  t h e  S t a t e  d i d  n o t  h a v e  t h e  s t a t u t o r y  a u t h o r i t y  t o  

c o l l e c t  a u d i t  r a t e  a d j u s t m e n t  o v e r p a y m e n t s  p a i d  t o  A l a s k a  

h e a l t h  f a c i l i t i e s .

T h i s  d e c i s i o n  w a s  b a s e d  o n  t h e  A l a s k a  S u p r e m e  C o u r t ' s  

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

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

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

m e t h o d o l o g y  p r e c l u d e d  r e c o u p m e n t  o f  o v e r p a y m e n t .  A

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

d u r i n g  a  y e a r  a n d  t h a t  a f t e r  t h e  e n d  o f  t h a t  y e a r  t h e  

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

a u d i t  i n f o r m a t i o n .  C o n s e q u e n t l y ,  t h e  D e p a r t m e n t  h a s  b e e n  

f o r c e d  t o  s h i f t  i t s  a u d i t  f o c u s  t o  a s s u r i n g  t h e  a c c u r a c y  o f  

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

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

o n  a u d i t e d  f i n a n c i a l  i n f o r m a t i o n .

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

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

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

c o n s e r v a t i v e  a u d i t  b u d g e t s ,  a n d  d e l a y s  i n  t h e  b e g i n n i n g . '  

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

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

a n d  e x p e c t s  t h a t  e f f o r t  t o  c o n t i n u e .  W e  e x p e c t  t o  b e  c u r r e n t  

i n  t h e  n e x t  1 2  m o n t h s .  ( A p p e n d i x  E )

T h e  D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  i n c l u d e d  a  r e c o m m e n d a t i o n  

( a p p e n d i x  A )  i n  a  s p e c i a l  a u d i t  0 6 - 4 4 2 8 - 9 2 ,  t h a t  t h e  

d e p a r t m e n t  s e e k  s t a t u t o r y  r e v i s i o n  o f  T i t l e  4 7  i n  o r d e r  t o  

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

b a s e d  o n  a u d i t  r e s u l t s .  T h e  d e p a r t m e n t  w o u l d  s u p p o r t  

l e g i s l a t i o n  w h i c h ;  1 ) s t r e a m l i n e d  t h e  a u d i t  p r o c e s s ,  a s s i s t i n g  

w i t h  t h e  c a t c h u p  a n d  k e e p  c u r r e n t  e f f o r t ;  2 )  a l l o w e d  

r e c o u p m e n t  f r o m  h e a l t h  c a r e  f a c i l i t i e s ,  a n d ;  3 )  a l l o w  t h e  u s e

-1-
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o f  a u d i t  d a t a  i n  r a t e  s e t t i n g .  H B - 1 5 5  d o e s  n o n e  o f  t h e s e .  

I n  f a c t  H B - 1 5 5  m a k e s  t h e  a u d i t  p r o c e s s  m u c h  m o r e  c u m b e r s o m e  

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

D i  s c u s s i o n

*  A S  4 7 . 0 7 . 0 8 7  i n d i c a t e s  t h a t  a u d i t s  m u s t  b e  d o n e  w i t h i n

A l a s k a ,  t h r o u g h  t h e  M e d i c a i d  R a t e  A d v i s o r y  C o m m i s s i o n  ( M R A C ) , 

e s t a b l i s h e s  t h e  r a t e s  t h a t  t h e  S t a t e  w i l l  p a y  t o  h o s p i t a l s ,  

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

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

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

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

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

e x p e n d i t u r e s  a r e  t h e n  i n f l a t e d  f o r w a r d  t o  t h e  p r e s e n t  a n d  t h u s  

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

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

i t  i s  b a s e d .  I f  t h e  e x p e n d i t u r e  i n f o r m a t i o n  f r o m  t w o  y e a r s  

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

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

t h e  S t a t e  w i l l  h a v e  n o  w a y  t o  r e c o u p  t h e s e  o v e r p a y m e n t s .

I f  t h e  i n f o r m a t i o n  g o i n g  i n t o  t h e  r a t e  s e t t i n g  s y s t e m  i s  

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

f a i l  t o  w o r k  p r o p e r l y .

T h e  a u d i t  f u n c t i o n  i s  d e s i g n e d  t o  a s s u r e  t h a t  t h e  ' c o s t s  t h a t  

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

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

t o  m e d i c a l  a s s i s t a n c e  S t a t u t e s  a n d  R e g u l a t i o n s .  F o r  e x a m p l e ,  

t h e  p a y m e n t  r a t e  f o r  f a c i l i t y  y e a r  1 9 9 3  w i l l  b e  s e t  o n  J a n u a r y  

1 ,  1 9 9 3 ,  b u t  w i l l  b e  b a s e d  u p o n  c o s t s  i n c u r r e d  d u r i n g  f a c i l i t y  

y e a r  1 9 9 1 .  B e f o r e  t h e  1 9 9 3  r a t e  c a n  b e  a c c u r a t e l y  s e t ,  t h e  

a u d i t  o f  f a c i l i t y  y e a r  1 9 9 1  s h o u l d  b e  c o m p l e t e d .  E x a m p l e s  o f  

t h e  a d j u s t m e n t s  p r o p o s e d  i n  1 9 9 2  a r e  c o n t a i n e d  i n  a p p e n d i x  B .

B e c a u s e  o f  t h e  C o r d o v a  d e c i s i o n ,  a n y  c o s t s  w h i c h  a r e  n o t  

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

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

l a t e r .  C o n s e q u e n t l y ,  a n y  a u d i t  a d j u s t m e n t s  w h i c h  a r e  n o t  

i n c l u d e d  i n  t h e  c a l c u l a t i o n  o f  t h e  p r o s p e c t i v e  r a t e  a r e  e x c e s s  i 
c o s t s  w h i c h  t h e  S t a t e  w i l l  c o n t i n u e  t o  p a y .  D u r i n g  F Y  9 4 ,  t h e  

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

a p p r o x i m a t e l y  1 1 4  m i l l i o n  i n  m e d i c a i d  p a y m e n t s .  I t  i s  

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

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

p a y m e n t s .

A n a l y s i s

A  b r i e f  s u m m a r y  o f  t h e  m a j o r  p r o b l e m s  w i t h  t h e  b i l l  i s  a s  

f o l l o w s :
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1 6 5  d a y s  o f  r e c e i p t  o f  y e a r  e n d  r e p o r t ,  r e g a r d l e s s  o f  t h e  

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

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

d e l a y i n g  r e s p o n s e s .

*  N o t h i n g  i n  t h e  b i l l  t a l k s  a b o u t  t h e  q u a l i t y  o f  t h e  

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

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

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

q u a l i t y  o f  r e s p o n s e ,  a n d  e x c l u d e s  r e s p o n s e s  t o  i n q u i r i e s .  

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

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

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

A p p e n d i x  D  i l l u s t r a t e s  t h e  e x t e n s i o n s  i n  t i m e  t o  r e s p o n d  

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

d u r i n g  1 9 9 2 .

*  T h e  b i l l  i s  s o  d e t a i l e d  t h a t  v i r t u a l l y  a n y  a u d i t  w i l l

l i k e l y  g e t  h u n g  u p  o n  l e g a l  t e c h n i c a l i t y .  M u c h  o f  t h e  

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

d e t a i l  i s  n e c e s s a r y  a t  a l l .

*  T h e  a c t u a l  t i m e  a v a i l a b l e  t o  d o  a u d i t s  i s  v e r y  l i m i t e d

( f i e l d  a u d i t s  m u s t  b e  f i n i s h e d  w i t h i n  20  d a y s  f o r  

e x a m p l e ) .

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

( M R A C )  t o  c a l c u l a t e  r a t e s  t w i c e .  T h e  p u r p o s e  f o r  d o u b l e  

c a l c u l a t i o n  i s  n o t  c l e a r  f r o m  r e a d i n g  A S  4 7 . 0 7 . 1 8 0 .

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

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

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

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

a u d i t  p r o c e e d s .  S c o p e  l i m i t a t i o n s  o n l y  s e r v e  t o  r e w a r d  

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

t h e  p a y m e n t  r a t e .

*  M i l l i o n s  o f  A l a s k a  M e d i c a i d  d o l l a r s  a r e  s p e n t  a n n u a l l y '

p a y i n g  f o r  o u t  o f  s t a t e  h o m e  o f f i c e  c o s t s .  B e c a u s e  o f  

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

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

o p p o r t u n i t y  t o  v e r i f y  t h e s e  c o s t s .

*  S e c t i o n  1  s t a t e s  t h a t  t h e  M R A C  s t a f f  c a n  d o  n o  r a t e

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

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

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

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

s u b m i t t e d  s u b s e q u e n t  t o  t h e  1 6 5  d a y  c u t o f f  f o r  m a k i n g  

a u d i t  a d j u s t m e n t .  T h e  d e p a r t m e n t  w o u l d  t h e r e f o r e  b e  

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

t o  a n a l y z e  t h o s e  b u d g e t s .
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*  A S  4 7 . 0 7 . 0 9 2  c o n t a i n s  l a n g u a g e  w h i c h  s h i f t s  t h e  b u r d e n  

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

d e p a r t m e n t s .  I f  t h e  f a c i l i t y  r e q u e s t s  a n  a u d i t

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

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

H B  1 5 5  w o u l d  a l l o w  a  f a c i l i t y  t o  s u b m i t  n e w  i n f o r m a t i o n ,  

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

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

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

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

s u b m i t t i n g  a d j u s t m e n t s .

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

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

H B  1 5 5  c a n  e a s i l y  b e c o m e  a c c e p t a b l e .  T h e  D e p a r t m e n t  d o e s  n o t  

b e l i e v e  t h i s  t o  b e  t h e  c a s e .

P o s i t i o n

H o u s e  B i l l  1 5 5  v i r t u a l l y  e l i m i n a t e s  t h e  d e p a r t m e n t s  a b i l i t y  

t o  a u d i t  f a c i l i t i e s  w h i c h  e x p e n d  o v e r  1 1 4  m i l l i o n  i n  m e d i c a i d  

d o l l a r s .  T h e  B i l l  e s t a b l i s h e s  a u d i t  r u l e s  a n d  d e a d l i n e s  t h a t  

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

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

c o u l d  m a i n t a i n  a n  a u d i t  f u n c t i o n  w h i c h  w o u l d  c o m p l y  w i t h  

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

s e v e r a l  m a j o r  p r o b l e m s  w i t h  t h e  l e g i s l a t i o n .  T h i s  l i s t  i s  n o t  

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

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

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

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

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

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

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

R e c o m m e n d e d  b y

A u d i t  U n i t  M a n a g e r  I

D a t e :   -  X ~ S -  *7 3>_____________________

A p p r o v e d  b y :   d   /fsx_____
T h b b d o r e  A .  M a A a ,  4 4 D ,  M P H

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

D a t e :  j  -
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APPEND EC A

an d  shou ld  in c lu d e  in the r e v ie w  p ro c e s s  the v e r if ic a t io n  o f cost data upon w h ich  the f a c i l i t y  
is  re im b u rsed .

R eco m m en d a tio n  No. 3

D H S5 sho u ld  con tinu e to se ek  sta tu to ry  re v is io n  o f  T ide 47 in o rder to p ro v id e  au th o r ity  fo r 
re co u p m en t from  health  care fa c ilit ie s  b a sed  on au d it r e su it s .

A la sk a  S ta tu e  47 .07 .074 p ro v id es , a s  a  cond itio n  o f  ob ta in ing  p aym en t, that a h e a lth  f a c i l i t y  
w i l l  a llo w  in sp ec t io n  o f their re co rd s . T ne A la sk a  S u p rem e  Court (M arch  30, 1990) in d r y  
o f  C o r d o v a  v. M e d ic a id  Rate  C o m m is s io n  found th at A S  47.07.074 d id  not p ro v id e  au th o r ity  
fo r  r e co u p m en t from  a fa c ility  b a sed  upon  aud it r e su lt s . The Court found  that th e tex t o f  th e  
sta tu te  did not state  or im p ly  that the am o u n t o f  p a y m en t  to the fa c il ity  w o u ld  b e a f f e c te d  
b y  an y  aud it . T ne Court further found that no r ig h t  o f  recap tu re  w a s  e s t a b lish e d  by  D H S S  
in  th e ir a g re e m en ts  w ith the f a c i l it ie s .

F e d e ra l  re g u la t io n  42 C FR  433.300 d irec ts  that q u a r te r ly  fed era l p a y m en ts  to the s ta te s  u n d e r  
T itle  X IX  - M ed ic a l A ss is tan ce  P ay m en ts  a re  to b e  red u c ed  or in c re a sed  to m a k e  a d ju s tm en t  
fo r p rio r o v e rp ay m en ts  or u n d erp aym en ts  w h ich  h a v e  b een  m ad e . A  s ta te  h a s  60 d a y s  fro m  
d is c o v e ry  o f  an  o v e rp aym en t fo r M ed ic a id  s e r v ic e s  to r e c o v e r  or a ttem p t to r e c o v e r  th e  
o v e rp a y m e n t  from  the p ro v id er b e fo re  ad ju stm en t in  the fed era l M ed ic a id  p a y m en t  to th e  
s ta te  is m ad e . A d ju stm en t in the p a y m en t  to the s ta te  o ccu rs w h e th e r  o r not r e c o v e r y  i s  
m ad e .

It is  e s s e n t ia l  that the State be ab le  to reco u p  fro m  fa c il it ie s  p aym en ts  d e te rm in ed  to b e  
in ap p ro p r ia te  b a sed  upon the re su lt  o f  au d its . T ne la c k  o f reco u p m en t and  the f e d e r a l  
req u irem en ts  c o n ce rn in g  o v e rp ay m en t o f  fa c i l i t ie s  in c r e a s e s  the co st o f  tne M ed ic a id  p ro g ram  
to the S ta te . D K S S  is cu rren tly  not a b le  to ob tain  re im b u rsem en t from  fa c i l i t ie s  o f  am o u n ts  
o v e r  Daid th em , but is re au ired  to r e im b u rs e  the f e d e r a l  go vern m en t fo r th e  am o u n t o f  f e d e r a lA M

p artic ip a tio n  in  that o v e rp aym en t.

In  1991, the d ep artm en t in troduced  S e n a te  B il l  2SS re la t in g  to the u se  o f  aud it and  in sp e c t io n  
r e su lt s  in re c ap tu rin g  o v e rp ay m en ts  and  re im b u rs in g  u n d erp aym en ts  to h ea ith  f a c i i i t ie s . 
H o w ev e r , th is b ill w as not p a ssed  by  the L e g is la tu r e . W e reco m m en d  that the d e p a r tm e n t  
co n tin u e  its e ffo rts  and seek  su ch  a sta tu to ry  r e v is io n  in the n ex t le g is ia r iv e  s e s s io n .

In add ition , w e  su g g e s t  the a eo a rtm en t u o aa te  th e ir  a g re em en ts  w ith  fa c i i it ie s  to in c lu d e  «?»— * «
p ro v is io n  fo r the rec ap tu re  o f o v e rp a y m e n ts  id en t if ied  b y  the d ep artm en t.

ALASKA STATE LCClSlATUH F.
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APPENDIX B

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

a c t i v i t i e s  a s  A n c i l l a r y  E x p e n s e s .  A n c i l l a r y  e x p e n s e s  a r e  t o  

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

c o s t  b a s i s .  T h e  r e s u l t  w a s  t h a t  t h e  M e d i c a i d  p r o g r a m  w o u l d  

p a y  a p p r o x i m a t e l y  $ 5 0 . 0 0  f o r  e a c h  p a t i e n t  p a r t i c i p a t i n g  i n  

B i n g o  o r  S i n g  A l o n g .  T h e  a d j u s t m e n t  r e c o r d s  t h e s e  e x p e n s e s  

a s  r e i m b u r s a b l e  r o u t i n e  e x p e n s e s .

/  2 .  A  b r a n c h  o f  a  n a t i o n a l  l o n g  t e r m  c a r e  f a c i l i t y  i n c l u d e d

$ 3 5 , 0 0 0  i n  i n t e r e s t  p a i d  t o  t h e  h o m e  b r a n c h .  T h e  a d j u s t m e n t  

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

3 .  A  l o n g  t e r m  c a r e  f a c i l i t y  c h a r g e s  $ 2 . 5 5  p e r  d a y  f o r  M e d i c a l  

S u p p l i e s  f o r  n o n  M e d i c a i d  p a t i e n t s  a n d  $ 7 . 5 0  p e r  d a y  f o r  

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

t h e  c h a r g e s  e q u a l .

4 .  A  l o n g  t e r m  c a r e  f a c i l i t y  r e p o r t e d  m o r e  i n t e r e s t  r e v e n u e  

o f f s e t  t h a n  i s  r e q u i r e d .  M e d i c a i d  r e q u i r e s  t h a t  i n t e r e s t  

r e v e n u e  b e  o f f s e t  o n l y  t o  t h e  e x t e n t  o f  i n t e r e s t  e x p e n s e .

5 .  A  h o s p i t a l  f a i l e d  t o  r e p o r t  i t s '  f u l l  d e p r e c i a t i o n  a m o u n t .  

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

6 .  A  l o n g  t e r m  c a r e  f a c i l i t y ' s  c o s t  r e p o r t  c o n t a i n e d  F o r m  A -8  
a d j u s t m e n t s  r e c o r d e d  b a c k w a r d s .  T h e  c o r r e c t i o n  w o u l d  i n c r e a s e  

t h e  f a c i l i t y ' s  r e i m b u r s e m e n t  r a t e .

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

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

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

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

r e p o r t .

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

L o b b y i n g  f e e s  a r e  n o t  r e i m b u r s a b l e  M e d i c a i d  e x p e n s e s  a n d  w e r e  

r e m o v e d  f r o m  t h e  c o s t  r e p o r t .

9 .  S e v e r a l  l o n g  t e r m  c a r e  f a c i l i t i e s  i n c l u d e d  i t e m s  l i k e  c o m b s ,  

s h a m p o o ,  . a n d  b a L h  p o w d e r  a s  M e d i c a l  S u p p l i e s  a n  a n c i l l a r y .  

M e d i c a i d  c o n s i d e r s  t h e s e  i t e m s  t o  b e  r o u t i n e .

1 0 .  A  b r a n c h  o f  a  n a t i o n a l  h o s p i t a l  c h a i n  c o n t i n u e s  t o  r e s p o n d  t o  

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

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

f o r t h c o m i n g .

EXAMPLES OF 1992 AUDIT ADJUSTMENTS
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1 1 .  S e v e r a l  l o n g  t e r m  c a r e  f a c i l i t i e s  i n c l u d e d  c o s t s  s a l a r y  a n d  

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

b y  M e d i c a r e  r e i m b u r s e m e n t  s t a n d a r d s .  A N c i l l a r y  a r e  r e i m b u r s e d  

a t  a  r a t e  t o  r e f l e c t  1 0 0 %  o f  b a s e  p e r i o d  c o s t s .  T h e  a u d i t  

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

1 2 .  A p p r o x i m a t e l y  t w o  t h i r d s  o f  a l l  h o s p i t a l  a n d  n u r s i n g  h o m e s  p a y  

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

a r e  r e p o r t e d  o n  h o m e  o f f i c e  c o s t  r e p o r t s .  M e d i c a r e  

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

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

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

Appendix B

Page 2
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APPENDIX C

F a c i l i t y

C e n t . .  P e n i n s u l a  

H e r i t a g e  P l a c e

i
H u m a n a  H o s p . - A l a s k a  

K e t c h i k a n  G e n e r a l  H o s p .  

O L O C

P r o v i d e n c e  H o s p .

S i t k a  C o m m u n i t y  H o s p .  

S o u t h  P e n i n s u l a  

W r a n g e l l  

S t .  A n n ' s  

V a l l e y  H o s p i t a l

U N T I M E L Y  R E Q U E S T S

1 s t  E x t e n s i o n

1 1 / 3 / 9 2  ( 3 0  d a y s )  

1 1 / 3 / 9 2  ( 3 0  d a y s )

2 / 2 8 / 9 2  ( 3 0  d a y s )  

1 0 / 1 5 / 9 2  ( 3 0  d a y s )  

1 1 / 9 / 9 2  ( 3 0  d a y s )

3 / 5 / 9 2  ( n o  r e s p o n s e  

9 / 4 / 9 2  ( 3 0  d a y s )

7 / 1 8 / 9 2  ( 3 0  d a y s )  

2 / 8 / 9 3  ( 3 0  d a y s )

1 1 / 2 2 / 9 2  ( 3 0  d a y s )

2 n d  E x t e n s i o n

2 / 1 / 9 3  ( 1 0 5  d a y s )

l e t t e r  s e n t )

3 / 1 / 9 3  ( 6 0  d a y s )

PP-93-05



APPENDIX D

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  

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

1 9 9 2

Y E C

R e p o r t

F a c i l i t y T y p e F Y E D U E R e c ' d C o m m e n t s

A l a s k a  P s y c h i a t r i c  I n s . L T C 6 / 3 0 1 0 / 2 8 1 0 / 2 8 / 9 2 C o m p l e t e

B a r t l e t t  M e m o r i a l  H o s . A c u t e 6 / 3 0 1 0 / 2 8 1 1 / 0 5 / 9 2 F S  n o t  r e c i e v e d

C e n t r a l  P e n i n s u l a A c u t e 6 / 3 0 1 0 / 2 8 1 0 / 2 9 / 9 2 C o m p l e t e

C o r d o v a  C o m m .  H o s p . C o m b . 6 / 3 0 1 0 / 2 8 0 1 / 1 1 / 9 3 C o m p l e t e  0 2 / 1 2 / 9 3

H a r b o r v i e w  D e v e l .  C t r . I C F / M R 6 / 3 0 1 0 / 2 8 1 2 / 2 1 / 9 2 E x t .  t o  1 2 / 1 5 / 9 2

H o p e  C o t t a g e s I C F / M R 6 / 3 0 1 0 / 2 8 1 2 / 2 4 / 9 2 E x t .  t o  1 2 / 2 8 / 9 2

K e t c h i k a n  G e n .  H o s p . C o m b 6 / 3 0 1 0 / 2 8 1 0 / 0 2 / 9 2 1 0 / 2 0 / 9 2  C o m p l e t e

N o r t h  S t a r  H o s p i t a l A c u t e 6 / 3 0 1 0 / 2 8 1 0 / 2 9 / 9 2 1 1 / 1 5 / 9 2  C o m p l e t e

P e t e r s b u r g  G e n .  H o s p . C o m b . 6 / 3 0 1 0 / 2 8 1 0 / 1 4 / 9 2 C o m p l e t e

S e w a r d  G e n .  H o s p . A c u t e 6 / 3 0 1 0 / 2 8 1 2 / 3 1 / 9 2 E x t .  t o  1 2 / 3 1 / 9 2

S i t k a  C o m m .  H o s p . A c u t e 6 / 3 0 1 0 / 2 8 1 0 / 2 8 / 9 2 C o m p l e t e

S o .  P e n i n s u l a  H o s p . C o m b . 6 / 3 0 1 0 / 2 8 1 0 / 1 5 / 9 2 F S  n o t  r e c e i v e d

W e s l e y  R e h a b .  C t r . L T C 6 / 3 0 1 0 / 2 8 1 0 / 0 9 / 9 2 C o m p l e t e

W r a n g e l l  G e n .  H o s p . C o m b . 6 / 3 0 1 0 / 2 8 1 0 / 0 9 / 9 2 C o m p l e t e

H u m a n a  H o s p . A c u t e 8 / 3 1 1 0 / 2 8 1 2 / 2 9 / 9 2 C o m p l e t e

C h a r t e r  N o r t h A c u t e 9 / 3 0 1 0 / 2 8 E x t .  t o  3 / 2 9 / 9 3

K o t z e b u e  S e n .  C i t i . L T C 9 / 3 0 1 0 / 2 8 E x t .  t o  3 / 2 9 / 9 3

N o r t o n  S o u n d C o m b . 9 / 3 0 1 0 / 2 8 E x t .  t o  3 / 2 9 / 9 3

P P -9 3 -0 5
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O F F I C E  O F  T H E  C O M M IS S IO N E R  J 
A P P E N D IX  E

i

/

W A L T E R  J .  H IC K E L ,  G O V E R N O R

AUDIT UNIT 
P.O. BOX 110602 
JUNEAU. ALASKA 99811-0602  
PHONE; (907)465-3120

M E M O R A N D U M

D a t e :  F e b r u a r y  2 3 ,  1 9 9 3

T o :  J a y  L i v e y

D e p u t y  C o m m i s s i o n e r

J
F r o m :  . ,  , / M i c h a e l  S a n d e r s

y j/jlfly  A u d i t  U n i t  M a n a g e r

S u b j e c t :  S t a t u s  o f  A u d i t s

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

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

A s  y o u  k n o w  w e  h a v e  b e e n  c o n t r a c t i n g  w i t h  K P M G  P e a t  M a r w i c k  f o r  t h e  

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

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

D u r i n g  t h e  p a s t  s e v e r a l  m o n t h s  K P M G  P e a t  M a r w i c k  h a s  f o r w a r d e d  t o  

t h i s  o f f i c e  f o r  r e v i e w ,  f o r t y - n i n e  P r e l i m i n a r y  F a c i l i t y  A u d i t s .

T h e  f i r s t  c o n t r a c t  s t i l l  h a s  e i g h t  p e n d i n g  F a c i l i t y  A u d i t s  f o r  

w h i c h  K P M G  P e a t  M a r w i c k  , a w a i t s  p r o v i d e r  r e s p o n s e .  T h e  c o m p l e t i o n  

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

1 9 8 9  a n d  a l l  p r i o r  f i s c a l  y e a r s .

W h i l e  t h i s  e f f o r t  h a s  b e e n  t a k i n g  p l a c e ,  t h e  D e p a r t m e n t  s t a f f  h a s  

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

y e a r s  1 9 9 0  a n d  1 9 9 1 .  T h e  D e p a r t m e n t  s t a f f  i s  c u r r e n t l y  e n g a g e d  i n  

f i f t e e n  f i s c a l  y e a r  1 9 9 2  a u d i t s  w h i c h  w i l l  b e  u s e d  f o r  t h e  

p r o s p e c t i v e  p a y m e n t  r a t e  f o r  f i s c a l  y e a r  1 9 9 4 .

C o n t r a c t  a u d i t  e f f o r t  a t  K P M G  P e a t  M a r w i c k  o n  t h e  f i s c a l  y e a r  1 9 9 0  

a u d i t s  h a s  j u s t  b e g u n  a n d  r e s u l t s  f r o m  t h a t  c o n t r a c t  a r e  e x p e c t e d  

i n  J u l y ,  1 9 9 3 .

C o n c l u s i o n :

R e a l  p r o g r e s s - h a s  b e e n  m a d e  i n  t h e  l a s t  y e a r  t o w a r d  t h e  g o a l  o f  a l l  

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

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

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

PP-95-0S
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W A L T E R  J. HICKEL, G O V E R N O R

THEODORE A. MALA, COMMISSIONER

P.O. BOX 110601
JUNEAU. ALASKA P9811-0601
PHONE: (907)465-3030

M a r c h  9 ,  1 9 9 3

H o n o r a b l e  C y n t h i a  T o o h e y  

H o u s e  o f  R e p r e s e n t a t i v e s  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l  

J u n e a u ,  A K  9 9 8 1 1 - 1 1 8 2

D e a r  R e p r e s e n t a t i v e  T o o h e y :

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

T h e  D e p a r t m e n t  h a s  m a d e  c a t c h i n g  u p  w i t h  t h e  b a c k l o g  a  p r i o r i t y  

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

w h i c h  i n  p a r t  s t a t e s  t h a t  t h e  S t a t e  o f  A l a s k a  c a n n o t  r e c o v e r  

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

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

c r i t i c a l .

T h e  A u d i t  U n i t  h a s  b e e n  c o n t r a c t i n g  w i t h  K P M G  P e a t  M a r w i c 1'  t o  

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

D e o a r c m e n t  s t a f f  a u d i t o r s  a r e  a s s i g n e d  t o  c u r r e n t  b a s e  p e r i o d  

a u d i t s .  T h e r e f o r e ,  t h e  D e p a r t m e n t  h a s  s i m u l t a n e o u s l y  b e e n  

1 ) r e d u c i n g  t h e  b a c k l o g  o f  a u d i t s ,  a n d  2 ) a d d i n g  a s s u r a n c e  t h a t  t h e  

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

a u a i t e c  c o s t  r e p o r t s ) .

O n e  K P M G  P e a t  M a r w i c k  c o n t r a c t  p r o v i d e s  f o r  t h e  a u d i t  o f  f a c i l i t i e s  

t h r o u g h  F Y 8 9 .  I t  i n v o l v e s  t h e  c o m p l e t i o n  o f  s i x t y  ( 6 0 )  a u d i t  

r e o o r t s .  F i f t y  ( 5 0 )  a u d i t  r e p o r t s  h a v e  b e e n  f o r w a r d e d  t o  t h e  

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

a s ' p r e l i m i n a r y  A u d i t  r e p o r t s .  T h e  t e n  ( 1 0 )  o u t s t a n d i n g  r e p o r t s  a r e  

s u b s t a n t i a l l y  c o m p l e t e  a t  K P M G  P e a t  M a r w i c k  a n d  a r e  a w a i t i n g  f i n a l  

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

e x p e c t e d  f o r  r e v i e w  a t  t h e  D e p a r t m e n t  A u d i t  U n i t  i n  t h e  n e x t  6 0  

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

o n  t h i s  c o n t r a c t  i n  t h e  n e x t  9 0  d a y s .

A  s e c o n d  c o n t r a c t  w i t h  K P M G  P e a t  M a r w i c k  p r o v i d e s  f o r  t h e  a u d i t s  

t h r o u g h  F Y 9 0 .  I t  i n v o l v e s  2 4  a u d i t s  o f  F Y 9 0  a n d  i t  i s  a n t i c i p a t e d  

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

S e p t e m b e r  1 9 9 3 .

Fr) onnmcJ on recycled paper b y C.D.



H o n o r a b l e  C y n t h i a  T o o h e y
M a r c h  9, 1 9 9 3
P a g e  2

A  t h i r d  K P M G  P e a t  M a r w i c k  c o n t r a c t  p r o v i d e s  f o r  a u d i t s  t h r o u g h  

F Y 9 1 .  I t  w i l l  i n v o l v e  c o m p l e t i o n  o f  t h e  c a t c h - u p  p r o c e s s  a n d  s o m e  

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

a n t i c i p a t e d  b y  F e b r u a r y  1 9 9 4 .

A s  n o t e d ,  t h e  D e p a r t m e n t ' s  d e s i r e  i s  t o  a u d i t  t h e  m o s t  r e c e n t  

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

a u d i t o r s  c o m p l e t e d  f o u r  F Y 9 0  a u d i t s  p r i o r  t o  t h e  p r o s p e c t i v e  r a t e  

c a l c u l a t i o n  f o r  F Y 9 2 ,  a n d  f o u r t e e n  F Y 9 1  a u d i t s  b e f o r e  t h e  F Y 9 3  

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

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

a u d i t  a d j u s t m e n t s  i r . t o  t h e  1 9 9 4  f a c i l i t y  r a c e .

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

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

F e b r u a r y  1 9 9 4 .  T h e  p r o g r e s s  h a s  b e e n  d i f f i c u l t  f o r  b o t h  t h e  

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

c o n t i n u e  t h r o u g h  p r o j e c t  c o m p l e t i o n .  I t  s h o u l d  b e  n o t e d ,  h o w e v e r ,  

t h a t  s o m e  o f  t h e  a u d i t s  w h i c h  w i l l  b e  i s s u e d  o v e r  t h e  n e x t  f e w  

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

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

F e b r u a r y  1 9 9 4 .

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

c a l l .

S i n c e r e l y ,

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

c c :  T h e o d o r e  A .  M a l a ,  M D ,  M P H

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

M i k e  S a n d e r s ,  U n i t  C h i e f

A u d i t  U n i t ,  O f f i c e  o f  t h e  C o m m i s s i o n e r



HEALTH FAC IL ITY 
MEDICA ID AUD ITS 

NOT YET FINALIZED

F e b ru a ry  1993

YEARS NOT FINALIZEDFACILITY

ALASKA REGIONAL HOSPITAL 

BARTLETT MEMORIAL HOSPITAL 

CENTRAL PENINSULA GEN. HOSPITAL 

CHARTER NORTH HOSPITAL 

CORDOVA COMMUNITY HOSPITAL 

DENALI CENTER

FAIRBANKS MEMORIAL HOSPITAL

HERITAGE PLACE

MARY CONRAD CENTER

NORTON SOUND REGIONAL HOSPITAL

OUR LADY OF COMPASSION 
CARE CENTER

PETERSBURG GENERAL HOSPITAL7LTC 1987

PROVIDENCE HOSPITAL

SITKA COMMUNITY HOSPITAL

SOUTH PENINSULA HOSPITAL/LTC

ST. ANN’S NURSING HOME

1988, 89, 90, 91

1985, 86, 87, 88, 89, 90,

1987, 88, 89, 90, 91

1987, 88, 89, 90, 91

1987, 88, 8n, 90, 91

1986, 87, 88, 89, 90, 91

1986, 87, 88, 89, 90, 91

1987, 88, 89, 90, 91

1988, 89, 91

1987, 88, 89, PO. 91

1986, 87, 88, 89, 90, 91

1987, 88, 89, 90, 91

1986, 87, 88, 89, 90, 91

1985, 86, 87, 88, 89, 90,

1986, 87, 88, 89, 90,

1986, 87, 88, 89, 90, 91



VALLEY HOSPITAL 1988, 89, 90, 91

WESLEY REHABILITATION &
CARE CENTER 1986, 87, 88, 89,

WRANGELL GENERAL HOSPITAL 1987, 88, 89, 90, 91

This list was compiled through a phone call to, or letter rece ived 
from , each of these individual facilities. These audits are not 
fina lized accord ing to the health fac ilities records.

NON-FINALIZED AUDITS CANNOT BE APPEALED



S O U T H  P E N I N S U L A  H O S P I T A L

4300 BARTLETT • HOMER, ALASKA 99603 • (907) 235-8101 

February 24, 19S3

Representative Gary L. Davis 
House HESS Committee 
State Capitol 
Juneau, Alaska 99801
Re: House Bill 155,

"An Act relating to audits of health facilities"
Dear Representative Davis:
Thank you for being the prime sponsor of HB 155.
South Peninsula Hospital fully supports this important bill which will:

► Establish a timely and orderly process when Department of

with the Department when the Department uses unapproved 
audit adjustments in setting reimbursement rates;

» Establish an orderly process for setting facility rates based on 
timely and final audits.

Health & Social Services (DHSS) audits hospitals and nursing 
homes to see if Medicaid rate reimbursement pays for eligible 
costs only;
Cut down on the number of disputes and appeals by facilities

Sincerely,

Ron Pave lias 
Administrator

RP:db



C e n t r a l  P e n i n s u l a  

G e n e r a l  H o s p i t a l

Operated by LHS Management Company

February 24, 1993

Representative Gary Davis 

State Capitol, R o o m  15 

Juneau, A K  99801-1182

Dear Gary:

O n  behalf of Central Peninsula General Hospital I would like to express our support for 

SB 155 on Medicaid audits of health facilities. Under the current system of audits, 

w e  have finalized only one fiscal year (FY 1986). Since the current system c a me into 

being in our fiscal year 1985, this is a very poor record for finalization.

This has been a continued point of frustration for our auditors as there is always a 

question as to the extent of any possible liability to the state.

There have been various changes m a de during audit process that would have effected 

the rate approvals. The department is constantly attempting to change numbers 

retrospectively. Our contention is that this was designed to be a prospective payment 

system and that the retrospectiveness of the audits have denied the systems ability 

to provide just that.

I a m  in strong support of assuring that all audit adjustments be material. As you can 

see, trying to run d o w n  and explain each and every small discrepancy by the 

accounting staff is cumbersome to the process, and to the operations of the facilities.

I would also like to see a provision in the bill providing for a facility profile containing 

pertinent data that would prevent the redundant questions asked of the facilities year 

after year. There has also been a problem in the audit division not always using or 

having access to the information that is already available at the M R A C .

Sincerely,

Michael J. Lockwood 

Administrator

k_.’

2 5 0  H O S P I T A L  P L A C E  *  S O L D Q T N A ,  A L A S K A  9 9 6 6 9

( 9 0 7 )  2 6 2 - 4 4 0 4



Technical A m e n d m e n t s  to H B  1 5 5

Page 2, line 3, replace "AUDIT" with "REVIEW"

Line 3 should read:
Sec. 47.07.082. PRELIMINARY REVIEW PROCEDURES, (a) Within 120

Page 4, line 10, om it "fie ld"

Line 10 should read:
departm ent shall complete a final audit report and serve it on the 
fa c ility to tha t

Page 4, line 13, om it "fie ld"

Line 13 should read:
wh icheve r was later. This time lim it app lies to any fina l aud it 
report, rega rd less



H I h e >s  ,

M X

H B  1 5 5  RE :  M E D I C A I D  F A C I L I T Y  A U D I T S

H O U S E  H E S  C O M M I T T E E  

F E B R U A R Y  24, 1 9 9 3

R E M A R K S  B Y  .ELM ER A. L I N D S T R Q M .

S P E C I A L  A S S I S T A N T  T O  T H E  - C O M M I S S I O N E R  

D E P A R T M E N T  O F  H E A L T H  & S O C I A L  S E R V I C E S

C o - C h a i r  T o o h e y  a n d  m e m b e r s  o f  t h e  H o u s e  H E S  C o m m i t t e e :

T o d a y  y o u  h a v e  b e f o r e  y o u  H B  1 5 5  r e l a t i n g  t o  s t a t e  a u d i t s  

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

f a c i l i t i e s .  A l t h o u g h  o n  t h e  f a c e  o f  i t  t h i s  m a y  s e e m  t o  

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

t h e  m a t t e r  i s  t h a t  t h i s  b i l l  r a i s e s  i s s u e s  o f  v i t a l  

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

c o n s u m e r s  a n d  t h e  S t a t e  o f  A l a s k a .

A s  it i s  c u r r e n t l y  w r i t t e n ,  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  

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

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

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

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

i n e v i t a b l y  l e a d  t o  i n c r e a s e d  M e d i c a i d  f a c i l i t y  c o s t s  a n d  

c o u l d  w e l l  j e o p a r d i z e  t h e  c o n t i n u e d  r e c e i p t  o f  s o m e  

f e d e r a l  f u n d s  f o r  o u r  M e d i c a i d  p r o g r a m .  B e f o r e  g o i n g  

i n t o  o u r  s p e c i f i c  o b j e c t i o n s ,  h o w e v e r ,  I w o u l d  l i k e  t o  

t a k e  j u s t  a  m i n u t e  t o  p u t  t h i s  b i l l  i n  a  b r o a d e r  c o n t e x t .

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

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

1



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

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

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

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

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

I n  s e t t i n g  t h e s e  r a t e s ,  t h e  d e p a r t m e n t  m u s t  t a k e  m a n y  

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

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

f e d e r a l  g o v e r n m e n t  (the f e d e r a l  a n d  s t a t e  g o v e r n m e n t s  

s h a r e  5 0 / 5 0  i n  t h e  c o s t s  o f  t h e  M e d i c a i d  p r o g r a m ) ,  t h e  

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

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

t o  p r o t e c t  t h e  s t a t e ' s  f i n a n c i a l  i n t e r e s t  w h i c h ,  i n  t h i s  

i n s t a n c e ,  i s  s u b s t a n t i a l .

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

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

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

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

i n  t h i s  a r e a .

I n  s h o r t ,  w h a t  y o u  h a v e  h e r e  is tb** c l a s s i c  c o n f l i c t  

b e t w e e n  a  r e g u l a t o r y  a g e n c y  charge*, w i t h  p r o t e c t i n g  a 

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

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

b e h a l f  o f  M e d i c a i d  c l i e n t s —  a n d  t h e  i n t e r e s t s  o f  t h o s e  

b e i n g  r e g u l a t e d .
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T h e  d e p a r t m e n t  i s  o p p o s e d  t o  t h i s  b i l l ;  b u t  n o  o n e  h e r e

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

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

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

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

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

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

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

n o w  l i k e  t o  a d d r e s s  o u r  c o n c e r n s  w i t h  H B  1 5 5 .  T h e s e  

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

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

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

t e c h n i c a l  q u e s t i o n s ,  w e  a l s o  h a v e  a v a i l a b l e  t o  t e s t i f y  

M r .  M i k e  S a n d e r s ,  C h i e f  o f  o u r  M e d i c a i d  A u d i t  S e c t i o n ,  

a n d  M r .  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  o f  t h e  M e d i c a i d  

R a t e  A d v i s o r y  C o m m i s s i o n .

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

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

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

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

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

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

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

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

i s  n o  s m a l l  m a t t e r .

I n  F Y  94, t h e  d e p a r t m e n t  i s  r e q u e s t i n g  $ 1 1 4 . 4  m i l l i o n  i n  

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



f a c i l i t i e s .

T h i s  i s  o n l y  $ 1 0 . 0  m i l l i o n  l e s s  t h a n  t h e  c o s t  o f  t h e  A F D C  

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

It  i s  $ 4 4 . 8  m i l l i o n  m o r e  t h a n  is  r e q u e s t e d  t o  f u l l y - f u n d  

t h e  e x i s t i n g  l o n g e v i t y  b ^ n u s  p r o g r a m .

It is $ 5 5 . 8  m i l l i o n  m o r e  t h a n  w h a t  h a s  b e e n  r e q u e s t e d  i n  

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

y e a r .

It i s  o v e r  $ 1 0 . 0  m i l l i o n  m o r e  t h a t  t h e  t o t a l  b u d g e t s  o f  

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

t h e  O f f i c e  o f  t h e  G o v e r n o r .

It is a  l o t  o f  m o n e y .  A n d  t h e  M e d i c a i d  f a c i l i t i e s  b u d g e t  

i s  g r o w i n g .

F r o m  F Y  91 t o  F Y  92 e x p e n d i t u r e s  f o r  M e d i c a i d  f a c i l i t i e s  

i n c r e a s e d  5 . 9 % .  F r o m  F Y  92 t o  F Y  93 y e a r - t o - d a t e  it  h a s  

i n c r e a s e d  4 . 0 % .  A n d  f o r  F Y  94, w e  a r e  e s t i m a t i n g  a n  

i n c r e a s e  o f  5 . 9 % .

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

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

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

- T h e  m e c h a n i s m  t o  a c h i e v e  t h i s  i s  a f a i r  r a t e  s e t t i n g  

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

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

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

h a v e  b e f o r e  y o u  t o d a y  w o u l d  s h o r t - c i r c u i t  t h a t  p r o c e s s .  

S o m e  s p e c i f i c  c o n c e r n s :

• T h e  t i m e l i n e s  i n  H B  1 5 5  p u t  a l l  t h e  r e s p o n s i b i l i t y  

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

A f t e r  y o u  h a v e  w a d e d  t h r o u g h  t h e  t o r t u o u s  l a n g u a g e  o f  t h e  

b i l l  t h e  b o t t o m  l i n e  i s  t h a t  t h e  d e p a r t m e n t  h a s  1 6 5  d a y s  

f r o m  r e c e i p t  o f  t h e  f a c i l i t y ' s  y e a r - e n d  r e p o r t  t o  

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

p r o c e s s  b y  t h e  b e l l s  a n d  w h i s t l e s  i n  H B  155, t h i s  is n o t  

r e a s o n a b l e .

• N o t h i n g  i n  t h e  b i l l  t a k e s  i n t o  a c c o u n t  t h e  q u a l i t y  

o f  a f a c i l i t y ' s  r e s p o n s e .  T h e r e  i s  a d e a d l i n e  f o r  t h e i r  

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

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

f u r t h e r  i n f o r m a t i o n  o r  c l a r i f i c a t i o n  t o  t h e  o r i g i n a l  

r e s p o n s e .  H i s t o r i c a l l y ,  f a c i l i t i e s  h a v e  f r e q u e n t l y  

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

a u d i t  i n q u i r i e s .  T h e  d e p a r t m e n t ' s  p o s i t i o n  p a p e r  

i n c l u d e s  a n  a p p e n d i x  w h i c h  d o c u m e n t s  t i m e  e x t e n s i o n s  

r e q u e s t e d  b y  f a c i l i t i e s .

• T h e  a c t u a l  t i m e  a v a i l a b l e  t o  d o  a u d i t s  i s  v e r y  

l i m i t e d — f i e l d  a u d i t s  m u s t  b e  c o m p l e t e d  w i t h i n  2 0  d a y s  

f o r  e x a m p l e .

• T h e  b i l l  l i m i t s  t h e  s c o p e  o f  f i e l d  a u d i t s  b y  

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

• T he 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  w o u l d  b e  

r e q u i r e d  t o  c a l c u l a t e  r a t e s  t w i c e .

• B e c a u s e  o f  t h e  t i m e  l i m i t a t i o n s  i n  t h e  b i l l ,  H o m e  

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

h e a d q u a r t e r s  o u t - o f - s t a t e .

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

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

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

n o t e d  i n  a n  a u d i t  e x c e p t i o n

•HB 1 5 5  s h i f t s  t h e  b u r d e n  o f  c o r r e c t  r e p o r t i n g  f r o m  

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

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

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

i j u s t m e n t  m u s t  b e  r e t r o a c t i v e l y  m a d e .  O n  t h e  o t h e r  

u a n d ,  t h e  s t a t e  c a n n o t  s e c u r e  r e t r o a c t i v e  a d j u s t m e n t s  o n  

i t e m s  t h a t  a r e  a p p e a l e d .

•And, i n  t h e  o p i n i o n  o f  t h e  d e p a r t m e n t ,  t h e  b i l l  is 

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

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

f u t u r e  c h a n g e s  i n  f e d e r a l  law, H C F A  i n t e r p r e t a t i o n s  o r  

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

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

w e  a r e  c e r t a i n l y  n o t  c o n c e d i n g  t h a t  p o i n t — it w o u l d  b e  

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



t h a n  s t a t u t o r y  l a w .

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

h a s  w i t h  i t e m s  i n c l u d e d  i n  H B  15 5 .  A t  t h i s  t i m e ,  

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

i t e m s  w h i c h  a r e  n o t  i n c l u d e d  i n  H B  1 5 5  w h i c h  a r e  a l s o  o f  

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

D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  e n t i t l e d  " 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 ;  M e d i c a i d  R a t e  A d v i s o r y  

C o m m i s s i o n ,  S e l e c t e d  R a t e  S e t t i n g  I s s u e s "  d a t e d  A u g u s t  

11, 1 9 9 2 .

T h e  D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  r e c o m m e n d s  t h a t  t h e  

d e p a r t m e n t  s e e k  s t a t u t o r y  r e v i s i o n  t o  p r o v i d e  f o r  

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

r e s u l t s .  I n  t h e  w o r d s  o f  t h e  L e g i s l a t i v e  A u d i t o r  " I t  is 

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

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

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

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

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

t h e  S t a t e .  D H S S  i s  c u r r e n t l y  n o t  a b l e  t o  o b t a i n  

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

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

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

T h i s  s i t u a t i o n  h a s  a r i s e n  d u e  t o  t h e  A l a s k a  S u p r e m e  C o u r t  

r u l i n g  i n  C i t y  o f  C o r d o v a  v. M e d i c a i d  R a t e  C o m m i s s i o n  

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

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

f a c i l i t i e s  t h a t  w e  h a v e  n o t  a l w a y s  b e e n  t i m e l y  in  

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

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

t h i s  p r o b l e m  h o w e v e r .  A t t a c h e d  t o  o u r  p o s i t i o n  p a p e r  is

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

e l i m i n a t i n g  t h e  b a c k - l o g  o f  f a c i l i t y  a u d i t s .  W e  

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

94.

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

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

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

k e e p i n g  t h e m  c u r r e n t .  N o t h i n g  i n  H B  1 5 5  a s  c u r r e n t l y

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

s i g n i f i c a n t  i n c r e a s e  i n  a u d i t  r e s o u r c e s  i n d i c a t e d  o n  o u r  

f i s c a l  n o t e s .

I n  c o n c l u s i o n ,  M a d a m e  C h a i r ,  t h e  d e p a r t m e n t  is  s t r o n g l y  

o p p o s e d  t o  H B  1 5 5  a n d ,  s h o u l d  t h e  b i l l  b e  p a s s e d  i n  i t s  

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

G o v e r n o r .
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The main features of the attached A S H N H A  proposal for Medicaid rate setting 

process legislation are as follows:

Defines the department's authority to audit health iacility records to: 

Determine accuracy of information used to set Medicaid rates 

Assure compliance with the law

Sets the deadline for facilities to file year end reports,
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Sets deadlines for D H S S  to complete:

Preliminary review of year end reports 

Preliminary desk audit report 

Preliminary field audit report 

Final field audit report

Allows facilities to submit written responses before audits are finalized. 

Specifies minimum information to be included in audit reports

Allows facilities to re quest formal administrative hearings on disputed rates. 

Prevents implementation of disputed adjustments before a final 

administrative or judicial decision is issued.

Sets deadlines for completion of final audit reports (Within 165 days after the 

date the health facility’s year end report was due or the date the department 

received the year end report.whichever is later).

Defines the process for M R A C  staff using audit reports in setting rates.

Allows facilities to reoort errors in rates and provides for resulting adjustments. 

Specifies the process for late audit report adjustments to affect future rates.



B y  K a r l  G a r b e r ,  D i r e c t o r  o f  F i n a n c e  

O u r  L a d y  o f  C o m p a s s i o n  C a r e  C e n t e r  

J a n u a r y  8 ,  1 9 9 3

SUMMARY OF THE NEED FOR AUDIT LEGISLATION

W e  b e l i e v e  t h e  l e g i s l a t i o n  i s  n e e d e d  p r i m a r i l y  f o r  t w o  r e a s o n s :

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

s t a t u s  o f  t h e  a u d i t s  o f  O u r  L a d y  o f  C o m p a s s i o n  C a r e  

C e n t e r  i s  a s  f o l l o w s :

1 9 8 6  a n d  1 9 8 7  T h e  f i n a l  a u d i t  r e p o r t s  w e r e  i s s u e d  

i n  1 9 9 0  a n d  a r e  c u r r e n t l y  i n  t h e  F o r m a l  

A d m i n i s t r a t i v e  H e a r i n g  P r o c e s s .

1 9 8 8  T h e  f i e l d  a u d i t  w a s  c o m p l e t e d  i n  A u g u s t  1 9 9 0 .  

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

1 9 8 9  W e  r e s p o n d e d  t o  t h e  A u d i t o r ' s  d e s k  r e v i e w  

i n q u i r i e s  i n  A u g u s t  1 9 9 2 .  T h e r e  h a v e  b e e n  n o  a u d i t  

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

1 9 9 0  W e  r e s p o n d e d  t o  t h e  A u d i t o r ' s  d e s k  r e v i e w  

i n q u i r i e s  i n  J a n u a r y  1 9 9 2 .  T h e  D e p a r t m e n t  i s s u e d  a  

P r e l i m i n a r y  R e p o r t  i n  M a y  1 9 9 2 .  I n  J u n e  1 9 9 2 ,  i n  

o r d e r  t o  r e s p o n d  t o  t h e  P r e l i m i n a r y  R e p o r t ,  w e  

r e q u e s t e d  t h e  s t a t u t o r y  a n d  r e g u l a t o r y  a u t h o r i t y  t o  

c o n d u c t  t h i s  a u d i t  a n d  t o  t a k e  a c t i o n s  b a s e d  o n  

t h i s  a u d i t .  O t h e r  i t e m s  w e r e  a l s o  r e q u e s t e d .  W e  

h a v e  n o t  r e c e i v e d  a  r e s p o n s e .

1 9 9 1  I n  N o v e m b e r  1 9 9 2  a  f i e l d  a u d i t  w a s  c o n d u c t e d  

a n d  a  P r e l i m i n a r y  R e p o r t  w a s  i s s u e d .  A  s i g n i f i c a n t  

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

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

r e v i e w i n g  t h e  r e p o r t  t o  d e t e r m i n e  o u r  r e s p o n s e ;  

h o w e v e r ,  t h e  i n c o n s i s t e n t  t r e a t m e n t  h a s  r e s u l t e d  i n  
a  p r o j e i . ' - . e d  $ 3 9 0 , 0 0 0  d e f i c i e n c y  f o r  o u r  1 9 9 3  
B u d g e t e d  M e d i c a i d  R e im b u r s e m e n t .

T h e  s t a t u s  o f  o u r  a u d i t s  ( a b o v e )  i s  t y p i c a l  o f  t h e  

l a t e n e s s  o f  a u d i t s  o f  t h e  m a j o r i t y  o f  t h e  o t h e r  h e a l t h  

f a c i l i t i e s  t h r o u g h o u t  A l a s k a .
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( 2 )  T h e  D e p a r t m e n t  i s  i n c o r p o r a t i n g  p r e l i m i n a r y  a u d i t  

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

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

W e  b e l i e v e  t h e r e  i s  n o  s t a t u t o r y  o r  r e g u l a t o r y  a u t h o r i t y  

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

r e i m b u r s e m e n t  r a t e s ,  a n d  i t  h a s  r e s u l t e d  i n  m a n y  

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

l a w s u i t s .  F r o m  a  p r a c t i c a l  p e r s p e c t i v e ,  o u r  p a s t  

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

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

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

A t  t h e  D e c e m b e r  1 9 9 2  m e e t i n g  o f  t h e  M e d i c a i d  R a t e  

A d v i s o r y  C o m m i s s i o n  w e  a g r e e d  t o  a  t e m p o r a r y  r a t e  u n t i l  

A p r i l  3 0 ,  1 9 9 3 .  W e  b e l i e v e  w e  w i l l  b e  s i g n i f i c a n t l y

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

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

f i n d i n g s  o f  t h e  1 9 9 1  A u d i t  i n t o  o u r  1 9 9 3  r a t e .  H o w e v e r ,  

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

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

o f  1 9 9 1 ,  a n d  w h e n  t h e  p r i o r  y e a r  a u d i t s  a r e  c o m p l e t e d  i n  

a  m a n n e r  t h a t  i s  c o n s i s t e n t  t o  t h e  f i n a l  1 9 9 1  a u d i t  ( a s  
n o t e d  a b o v e ,  t h i s  i n c o n s i s t e n c y  c r e a t e s  a  $ 3 9 0 , 0 0 0  
d e f i c i e n c y ) .

W e  a g r e e d  t o  a  t e m p o r a r y  r a t e  i n  a  g o o d  f a i t h  e f f o r t  t h a t  

a  l e g a l  a p p e a l  m a y  b e  a v o i d e d .  N e v e r t h e l e s s ,  t h e  r a t e  

s e t t i n g  s y s t e m  i s  n o t  d e s i g n e d  f o r  a n d  i s  b o g g e d  d o w n  b y  

t e m p o r a r y  r a t e s  f o r  a  v a r i e t y  o f  r e a s o n s  t o o  n u m e r o u s  a n d  

e x t e n s i v e  t o  d e s c r i b e  h e r e .  A p p r o x i m a t e l y  7 5 %  o f  t h e  

f a c i l i t i e s  h a d  t e m p o r a r y  r a t e s  s e t  a t  t h e  D e c e m b e r  1 9 9 2  

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

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

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

t h e  s t a t u s  a n d  t r e a t m e n t  o f  t h e i r  a u d i t s .  T h i s  i s  n o t  a n  

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



VIA FA2LttiKr2m
February 24, J 993

Representative Gary L. Davis 

Alaska State Legislature 

State Capitol 

Juneau, A K  99X01

Dear Representative Davis:

W c  appreciate your introduction of House Bill 155, "An Act relating to audits of 

health facilities," for the consideration of the Legislature. W e  were able to help 

with some of the work done by the Alaska State Hospital and Nursing H o m e  

Association and support the Bill.

The need to firmly eiJtablish audit procedures and time frames has been apparent 

for a number of years. This has been a topic of much discussion in the industry 

and with the Department of Health and Social Services.

Uncertainty and frustration are caused by having audit issues outstanding for a 

number of years. For example: W e  spent a considerable amount of time during 

1991 answering inquiries related to audits for our fiscal years 1985,1986,1987, 

and 1988. The initial work on these cost reports was done by m y  predecessor’s 

predecessor. W c  spent a lot of time simply locating records and then trying to 

understand issues from so long ago. These audits have not as yet been finalized. 

Now, with the passage of more time, any additional questions raised in moving to 

Finalize these audits could easily result in the need to pull out these old records 

once again. In the meantime w c  must provide care to patients and deal with 

operational issues every day.

House Bill 155 establishes time frames and will insist in eliminating the delays 

and frustration in the current audit process. Audits r.eed to be comleted in a timely 

manner, W e  appreciate your efforts to move this important legislation forward and 

offer our support to your efforts.

Controller
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H O U S 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  

F E B R U A R Y  2 4 ,  1 9 9 3

_ M y  n a m e  i s  G r a n t  A s a y .  I  a m  t h e  a d m i n i s t r a t o r  a t  S t .  A n n ' s  

N u r s i n g  H o m e  h e r e  i . n  J u n e a u .  I  h a v e  b e e n  i n  m y  p o s i t i o n  f o r  f o u r  

y e a r s

S t .  A n n ' s  i s  a  4 5  b e d  l o n g  t e r m  c a r e  f a c i l i t y .  O u r  f u n d i n g  

i s  9 0 %  M e d i c a i d .  W e  a r e  t h e r e f o r e ,  9 0 %  r e l i a n t  o n  a n  e f f i c i e n t ,  

e f f e c t i v e ,  f a i r  s t a t e  M e d i c a i d  p r o c e s s .  O u r  o t h e r  r e v e n u e  c o m e s  

f r o m  V e t e r a n s  A d m i n i s t r a t i o n  a n d  p r i v a t e  p a y i n g  p a t i e n t s .

O u r  l a s t  f i n a l i z e d  M e d i c a i d  a u d i o  w a s  f o r  f i s c a l  y e a r  1 9 8 5 .  

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

s e e n  t h e  p r e l i m i n a r y  r e p o r t s  o n  t h e  1 9 9 0  a n d  1 9 9 1  a u d i t s .  I t  i s  

u n k n o w n  w h e t h e r  o r  n o t  t h e  e a r l i e r  u n f i n a l i z e d  a u d i t s ,  1 9 8 6 - 1 9 8 9 ,  

w h i c h  I  h a v e n ' t  s e e n  p r o p o s e  a d j u s t m e n t s  a n d  i f  s o ,  w i l l  t h o s e  

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

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

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

r a t e s .

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

N o v e m b e r ,  I  p r e s e n t  t o  m y  B o a r d  t h e  a n n u a l  b u d g e t  f o r  t h e  

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

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

y e a r .  F o r  e x a m p l e ,  I  w i l l  n o t  k n o w  w h a t  o u r  r e v e n u e  i s  t h i s  y e a r  

u n t i l  t h e  e n d  o f  A p r i l .  O n e - t h i r d  o f  t h e  y e a r  w i l l  h a v e  g o n e .

A s  I  w i l l  i l l u s t r a t e  i n  a n  e x a m p l e  s p e c i f i c  t o  S t .  A n n ' s ,  t h i s  i s  

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

u n d e f i n e d .  B e c a u s e  o u r  r e v e n u e  i s  u n k n o w n ,  I  h a v e  n o  w a y  o f  

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

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

i n c r e a s e  c h a r g e s  t o  t h o s e  w h o  a r e  n o n  M e d i c a i d  b e n e f i c i a r i e s .  

T h e r e  i s  n o  w a y  I  c a n  t e l l  e m p l o y e e s  i f  o r  w h e n  t h e r e  w i l l  b e  a  

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

p r o j e c t i o n .  T h i s  f r u s t r a t i o n  d o e s n ' t  h a v e  t o  b e  a n d  t h a t  i s  w h y  

I  s t r o n g l y  s u p p o r t  t h i s  l e g i s l a t i o n .  L e t  m e  g i v e  y o u  t h e  e x a m p l e  

o f  t h e  a u d i t  p r o c e s s  w e  e x p e r i e n c e d  t h i s  y e a r .
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O u r  1 9 9 3  r a t e  i s  s e t  o f f  o f  1 9 9 1  e x p e n s e s .  T h e  a u d i t  u n i t  

c o n d u c t e d  a  d e s k  a u d i t  a n d  s o m e  f i e l d  w o r k  o f  f i s c a l  y e a r  1 9 9 1  

a r o u n d  t h a n k s g i v i n g  i n  N o v e m b e r  1 9 9 2 .  T h e  p r e l i m i n a r y  a u d i t  

f i n d i n g s  w i t h  s e v e r a l  s u b s t a n t i a l  a d j u s t m e n t s  w e r e  s e n t  t o  t h e  

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

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

p r o p o s i n g  o u r  1 9 9 3  p e r m a n e n t  r a t e .  T h i s  l e t t e r  w a s  p r i o r  t o  m e  

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

a u d i t  f i n d i n g s  a n d  p r o p o s e d  a d j u s t m e n t s .  T h e r e  w a s  n o  w a y  I  

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

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

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

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

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

p r e p a r i n g  f o r  a n o t h e r  h e a r i n g  o n  o u r  p e r m a n e n t  r a t e  i n  A p r i l .

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

d i s c r e p a n c i e s  a n d  d i s a g r e e m e n t s  w i l l  a r i s e .  I  a m  a  f a i r l y  n e w  

a d m i n i s t r a t o r  t o  A l a s k a .  T h a t  i s  p a r t l y  h o w  o n e  l e a r n s  t h e  

M e d i c a i d  s y s t e m  a n d  t h e  S t a t e ' s  e x p e c t a t i o n s  a n d  r e q u i r e m e n t s - b y  

w o r k i n g  t h r o u g h  t h e  d i s a g r e e m e n t s .  I t  w o u l d  h a v e  b e e n  a  g r e a t e r  

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

a u d i t  p e r i o d  a s  t h i s  b i l l  r e q u i r e s .  H o w e v e r ,  a s  I  h a v e  s a i d ,  I  

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

b e e n  f i n a l i z e d  a t  S t .  A n n ' s  s i n c e  1 9 8 5 .  T h e  f a c i l i t i e s  n e e d  t i m e  

t o  w o r k  t h r o u g h  t h e s e  a u d i t s  a n d  t h e  d i s p u t e d  a d j u s t m e n t s  p r i o r  

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

s t a t u t e  w o r k a b l e ,  r e a s o n a b l e  t i m e  f r a m e s  t h a t  a l l o w  a p p r o p r i a t e  

r e s p o n s e  t i m e  t o  p r e v e n t  o u r  e x p e r i e n c e  f r o m  r e o c c u r r i n g .

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



M y  n a m e  is D o n n a  H e r b e r t . I a m  a H e a l t h  C a i e  R e i m b u r s e m e n t  
C o n s u l t a n t  w h o  r e p r e s e n t s  e l e v e n  of t h e  h o s p i t a l s  a n d  n u r s i n g  h o m e s  
in th i s  s t a t e .  T h e  f a c i l i t i e s  t h a t  I r e p r e s e n t ,  f e e l  t h a t  it is 
i m p o r t a n t  t h a t  t h e  a u d i t  p r o c e s s  b e  set out iu s t a t u e .

O v e r a l l  t h e  M e d i c a i d  r e g u l a t i o n s  t h a t  a f f o ^ t  r e i m b u r s e m e n t  a r e  
v a g u e  a n d  i n t e r p r e t e d  d i f f e r e n t l y  e a c h  year. T h e r e  is a g r e a t  d e a l

P  o f  c o n f u s i o n  
r e g u l a t i o n s .

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

T h e  a u d i t  p r o c e s s  m u s t  b e  v e r y  s t r u c t u r e d  a n d  c l e a r  t o  
a L l e v i a t e  t h e  t u r m o i l  t h a t  n o w  e x i s t s  o n  i n t e r p r e t a t i o n  o f  t h e  
r e g u l a t i o n s .  If t h e  a u d i t  p r o c e s s  r e m a i n s  v a g u e  t h e  c h a o s  
w i l l  s i m p l y  a c c e l e r a t e .

M a n y  of t h e  h e a l t h  c a r e  f a c i l i t i e s  c u r r e n t  M e d i c a i d  
r e i m b u r s e m e n t  r a t e s  w e r e  r e d u c e d  b a s e d  o n  a u d i t s  e v e n  t h o u g h  t h e  
f a c i l i t i e s  h a d  n e v e r  s e e n  t h e  a u d i t  r e p o r t .  T h e  r e p o r t s  w e r e  s e n t  ^  
t h e  M e d i c a i d  R a t e  A d v i s o r y  C o m m i s s i o n  a n d  t h e  r a t e s  r e d u c e d  befojre 
t h e  r e p o r t s  w e r e  e v e r  p u b l i s h e d ,  T h e  f a c i l i t i e s  b e l i e v e  it is 
c r i t i c a l  t h a t  a s t a t u e  c o n t - r o T t h e  f o l l o w i n g  a u d i t  c r i t e r i a :
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T I M E  L I N E S  W H I C H  A L L O W  F O R  P R O P E R  N O T I F I C A T I O N  A N D  R E S P O N S E  T I M E

D I C T A T E S  T H A T  R A T E S  C A N  O N L Y  B E  A D J U S T E D  A F T E R  T H E  
F I N A L I Z E D

A U D I T  IS

T-hcr- faci 1 it j g o  —  foe-1 lew  t h a t  t h e  a u d i t  p r o c e s s  is v e r y  i m p o r t a n t  
but that it is e q u a l l y  I m p o r t a n t  t h a t  g u i d e l i n e s  b e  e s t a b l i s h e d  
w i t h  a c c o u n t a b i l i t y  o n  b o t h  si d e s .

H O U S E  B I L L  # 1 5 5  - M E D I C A I D  A U D I T



B y  K a r l  G a r b e r ,  D i r e c t o r  o f  F i n a n c e  
O u r  L a d y  o f  C o m p a s s i o n  C a r e  C e n t e r  

J a n u a r y  8, 1993

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

l e g i s l a t i o n  is n e e d e d  p r i m a r i l y  f o r  t w o  r e a s o n s :

(1) A u d i t s  a r e  n o t  b e i n g  c o n d u c t e d  in a t i m e l y  m a n n e r .  T h e  
s t a t u s  o f  t h e  a u d i t s  o f  O u r  L a d y  o f  C o m p a s s i o n  C a r e  
C e n t e r  is  a s  f o l l o w s :

1 9 8 6  a n d  1 9 8 7  T h e  f i n a l  a u d i t  r e p o r t s  w e r e  i s s u e d  
i n  1 9 9 0  a n d  a r e  c u r r e n t l y  in  t h e  F o r m a l  
A d m i n i s t r a t i v e  H e a r i n g  P r o c e s s .

1 9 8 8  T h e  f i e l d  a u d i t  w a s  c o m p l e t e d  i n  A u g u s t  1990. 
T h e r e  h a v e  b e e n  n o  a u d i t  r e p o r t s  i s s u e d  s i n c e  then.

1 9 8 9  W e  r e s p o n d e d  t o  t h e  A u d i t o r ' s  d e s k  r e v i e w  
i n q u i r i e s  i n  A u g u s t  1992. T h e r e  h a v e  b e e n  n o  a u d i t  
r e p o r t s  i s s u e d  s i n c e  then.

1 9 9 0  W e  r e s p o n d e d  t o  t h e  A u d i t o r ' s  d e s k  r e v i e w  
i n q u i r i e s  i n  J a n u a r y  1992. T h e  D e p a r t m e n t  i s s u e d  a 
P r e l i m i n a r y  R e p o r t  in M a y  1992. I n  J u n e  1992, in 
o r d e r  t o  r e s p o n d  to  t h e  P r e l i m i n a r y  R e p o r t ,  w e  
r e q u e s t e d  t h e  s t a t u t o r y  a n d  r e g u l a t o r y  a u t h o r i t y  to  
c o n d u c t  t h i s  a u d i t  a n d  t o  t a k e  a c t i o n s  b a s e d  on  
t h i s  a u d i t .  O t h e r  i t e m s  w e r e  a l s o  r e q u e s t e d .  W e  
h a v e  n o t  r e c e i v e d  a r e s p o n s e .

1 9 9 1  I n  N o v e m b e r  1992 a f i e l d  a u d i t  w a s  c o n d u c t e d  
a n d  a P r e l i m i n a r y  R e p o r t  w a s  i s s u e d .  A  s i g n i f i c a n t  
c h a n g e  (as c o m p a r e d  t o  p r i o r  a u d its) in
c l a s s i f i c a t i o n  of  c o s t s  w a s  p r o p o s e d .  W e  a r e
r e v i e w i n g  t h e  r e p o r t  t o  d e t e r m i n e  o u r  r e s p o n s e ;
h o w e v e r ,  t h e  i n c o n s i s t e n t  t r e a t m e n t  h a s  r e s u l t e d  i n  
a  p r o j e c t e d  $ 3 9 0 , 0 0 0  d e f i c i e n c y  f o r  o u r  1 9 9 3  
B u d g e t e d  M e d i c a i d  R e im b u r s e m e n t .

T h e  s t a t u s  o f  o u r  a u d i t s  (above) is t y p i c a l  of  t h e
l a t e n e s s  o f  a u d i t s  o f  t h e  m a j o r i t y  o f  t h e  o t h e r  h e a l t h  
f a c i l i t i e s  t h r o u g h o u t  A l a s k a .
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(2) T h e  D e p a r t m e n t  is i n c o r p o r a t i n g  p r e l i m i n a r y  a u d i t  
f i n d i n g s  i n t o  r e i m b u r s e m e n t  r a t e s .  T h i s  is a r e c e n t  
d e v e l o p m e n t  w i t h i n  t h e  l a s t  y ear.

W e  b e l i e v e  t h e r e  is n o  s t a t u t o r y  o r  r e g u l a t o r y  a u t h o r i t y  
f o r  t h e  i n c o r p o r a t i o n  o f  p r e l i m i n a r y  f i n d i n g s  i n t o  t h e  
r e i m b u r s e m e n t  r a t e s ,  a n d  i t  h a s  r e s u l t e d  i n  m a n y  
t e m p o r a r y  r a t e s  a n d  w i l l  u n d o u b t e d l y  r e s u l t  in n u m e r o u s  
l a w s u i t s .  F r o m  a p r a c t i c a l  p e r s p e c t i v e ,  o u r  p a s t  
e x p e r i e n c e  is t h a t  m o s t  p r e l i m i n a r y  a u d i t  f i n d i n g s  a r e  
r e v e r s e d  p r i o r  t o  t h e  i s s u a n c e  o f  a f i n a l  a u d i t  o r  p r i o r  
t o  t h e  r e s o l u t i o n  of l e g a l  a p p e a l s .

A t  t h e  D e c e m b e r  19 9 2  m e e t i n g  of t h e  M e d i c a i d  R a t e  
A d v i s o r y  C o m m i s s i o n  w e  a g r e e d  t o  a t e m p o r a r y  r a t e  u n t i l  
A p r i l  30, 1993. W e  b e l i e v e  w e  w i l l  b e  s i g n i f i c a n t l y  
u n d e r p a i d  b y  t h e  D e p a r t m e n t  d u r i n g  t h i s  t i m e  p e r i o d  a s  a 
r e s u l t  of i n c o r p o r a t i n g  t h e  i n c o n s i s t e n t  p r e l i m i n a r y  
f i n d i n g s  of t h e  1 9 9 1  A u d i t  i n t o  o u r  19 9 3  r a t e .  H o w e v e r ,  
w e  a r e  h o p e f u l  t h a t  t h i s  u n d e r p a y m e n t  c a n  b e  c o r r e c t e d  
w h e n  w e  h a v e  h a d  t i m e  to r e s p o n d  t o  t h e  p r e l i m i n a r y  a u d i t  
o f  1991, a n d  w h e n  t h e  p r i o r  y e a r  a u d i t s  a r e  c o m p l e t e d  in 
a m a n n e r  t h a t  is c o n s i s t e n t  t o  t h e  f i n a l  1 9 9 1  a u d i t  ( a s  
n o t e d  a b o v e ,  t h i s  i n c o n s i s t e n c y  c r e a t e s  a  $ 3 9 0 , 0 0 0  
d e f i c i e n c y )  .

J
W e  a g r e e d  t o  a t e m p o r a r y  r a t e  in a g o o d  f a i t h  e f f o r t  t h a t  
a l e g a l  a p p e a l  m a y  b e  a v o i d e d .  N e v e r t h e l e s s ,  t h e  r a t e  
s e t t i n g  s y s t e m  i s  n o t  d e s i g n e d  f o r  a n d  is b o g g e d  d o w n  b y  
t e m p o r a r y  r a t e s  f o r  a v a r i e t y  o f  r e a s o n s  t o o  n u m e r o u s  a n d  
e x t e n s i v e  t o  d e s c r i b e  h e r e .  A p p r o x i m a t e l y  7 5 %  o f  t h e  
f a c i l i t i e s  h a d  t e m p o r a r y  r a t e s  s e t  a t  t h e  D e c e m b e r  19 9 2  
m e e t i n g  of t h e  M e d i c a i d  R a t e  A d v i s o r y  C o m m i s s i o n .  A l l  
l o n g  t e r m  c a r e  f a c i l i t i e s  h a d  t e m p o r a r y  r a t e s  s e t  a t  t h a t  
m e e t i n g .  W e  u n d e r s t a n d  t h i s  w a s  d u e  a t  l e a s t  in p a r t  t o  
t h e  s t a t u s  a n d  t r e a t m e n t  o f  t h e i r  a u d i t s .  T h i s  is n o t  an 
e f f i c i e n t  m e t h o d  o f  s e t t i n g  ra t e s .
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February 24, 1993

Representative Gary L. Davis 
Alaska State Legislature 
State Capitol 
Juneau. AK 99801

Dear Representative Davis

AN AGENCY O F  THE CITY AND BOROUGH O F  JUNEAU

W c appreciate your introduction of House Bill 155, "An Act relating to audits o f 
health facilities," for the consideration o f the Legislature. W e were able to help 
with some o f the work done by the Alaska State Hospital and N ursing Home 
Association and support the Bill.

The need to firmly establish audit procedures and time frames has been apparent 
for a num ber o f years. This has been a topic o f much discussion in the industry 
and with the Department of Health and Social Services.

Uncertainty and frustration arc caused by having audit issues outstanding for a 
num ber o f years. For example: W e spent a considerable am ount o f tim e during 
1991 answering inquiries related to audits for our fiscal years 1985 ,1986 ,1987 , 
and 1988. The initial work on these cost reports was done by my predecessor's 
predecessor. W e spent a lot o f time simply locating records and then trying to 
understand issues from so long ago. These audits have not as yet been finalized. 
Now, with the passage o f more time, any additional questions raised in m oving to 
finalize these audits could easily result in the need to pull out these old records 
once again. In the meantime wc m ust provide care to patients and deal with 
operational issues every day.

House Bill 155 establishes tim e frames and will assist in elim inating the delays 
and frustration in the current audit process. Audits need to be com leted in a  timely 
manner. We appreciate your efforts to move this important legislation forward and 
offer our support to your efforts.

Sincerely,

Garth 
Controller
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SPONSOR STATEMENT

HOUSE BILL 155

"An Act relating to audits of health facilities."

Hospitals and nursing homes throughout the State receive a large 
portion of their revenues from the State/Federal Medicaid program.

Our statutes require an Audit be performed by the Department of 
Health & Social Services to determine the rates which can be 
charged for various medical services.

There are 27 medical facilities in Alaska that the department is 
obligated to perform annual audits on. When tl.ese audits are 
completed (closed-out) the facility and the department have agreed 
to what rates can be properly charged for the next fiscal year.

This proposed legislation will add elements of clarity, consistency, 
and timeliness that are currently lacking in the medicaid audit 
process. The final rate setting authority belongs to the 
Commissioner of the Department of Health & Social Services 
while the Medicaid Rate Advisory Commission (MRAC) acts as an 
advisory board. When the MRAC was established, there was a 
process for hospitals and nursing homes to appeal rates set by the 
MRAC staff. That appeal process has broken down. The breakdown of 
the appeal process is largely due to the lack of a well-defined audit 
process. Over forty Medicaid rate appeals are currently outstanding. 
There are other circumstances, such as staff turnover, that have 
stifled the process also, but the bill addresses what we perceive to 
be the crux of the problem.

S iP o M M  S r t t t M in z



This bill is designed to establish a schedule whereby these audits 
are performed and completed in an agreed upon timeframe. The need 
for this bill has come about due to unacceptable delays by the 
department in completing these required audits. These delays have 
caused great concern by the medical facilities because they often 
face situations where their costs are increased -- and without a 
current completed audit their rates are in question.



H o s p it a l  &  N u r s in g  H o m e
A SSO C IA T IO N

February 15, 1993

Section by Section analysis of HB 155 "An Act relating to audits of health facilities.":

Section 1. AS 47.07.070 (a) allows the Department of Health & Social Services 
(DHSS) to use only final audit adjustments and other adjustments or rate revisions 
agreed to by the facility in setting prospective rates of payment

Section 2. AS 47.07.074 (bl (11 & (2) defines the department’s authority to audit 
health facility records to:

(1) Determine accuracy of information used to set Medicaid rates
(2) Ensure compliance with the law

Section 3. AS 47.07.082 (a) sets 120 days after their fiscal year end as the deadline 
for facilities to file their year-end reports with DHSS

Section 3. AS 47.07.082 (b) gives DHSS 30 days after receiving a facility's year end 
report to do a preliminary review of it and decide whether a field audit or a desk audit 
will be conducted of the facility.

Section 3. AS 47.07.084 (a) (1) - (61 If DHSS is to conduct a desk audit, the 
procedures are:

(1) Notify the facility in writing within 30 days of DHSS receipt of year-end report. 
Submit questions regarding the year-end report to the facility.

(2) The facility may respond to the DHSS questions within 30 days.
(3) DHSS shall issue its preliminary desk audit report within 30 days after the 

facility response deadline.
(4) The facility may respond to the preliminary report within 30 days.
(5) DHSS shall issue a final desk audit report within 30 days after the 

facility response deadline.
(6) The facility has 30 days after receiving the final desk audit report to request a 

hearing if they disagree with the audit.

Section 3. AS 47.07.084 (b) allows DHSS to initiate field audits.

Section 3. AS 47.07.066 (11 - (111 If DHSS is to conduct a field audit, the procedures 
are:

(1) Notify the facility in writing within 30 days of DHSS receipt of year-end report. 
Submit questions regarding the year-end report to the facility.

(2) The facility may respond to the DHSS questions within 30 days.
(3) DHSS shall give 10 days written notice of the date field audits will begin.
(4) DHSS shall complete field audits within 50 days of receiving year-end reports.
(5) The lead auditor is required to conduct an entrance conference

319 Seward Street #11 • Juneau, AK 99801 • (907) 586-1790 • Fax (907) 463-3573
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Section analysis of HB 155 February 15, 1993 P age  2

Section 3. AS 47.07.086 Ml - (111 If DHSS is to conduct a field audit, the procedures 
are: (Continued from page 1)

(6) The lead auditor is required to conduct an exit conference
(7) The facility has 20 days to submit information responding issues raised at the 

exit conference
(8) DHSS shall issue its preliminary field audit report within 30 days after the 

facility response deadline.
(9) The facility may respond to the preliminary report with 30 days.
(10) DHSS shall issue final field audit report within 30 days after the 

facility response deadline.
(11) The facility has 30 days after receiving the final field audit report to request a 

hearing if they disag-ee with the audit.

Section 3. AS 47.07.087 sets the latest date for DHSS to complete a final audit report 
at 165 days after the date the facility’s year-end report was due or filed whichever was 
later.

Section 3. AS 47.07.088 (1) - (61 sets the minimum contents required in preliminary 
and final audit reports as:
(1) criteria that form the basis of the audit
(2) findings describing noncompliance or errors by the facility or the department
(3) a statement of causation describing the reasons for noncompliance or errors
(4) specific audit adjustments based on the findings
(5) a revised cost report
(6) attachments including all responses and comments submitted by the facility

l action 3. AS 47.07.90 allows DHSS to perform audits using their own staff, private 
contractors or the staff of the Medicaid Rate Advisory Commission. All audit work shall 
be performed in compliance with AS 47.07.082 - 47.07.088.

Section 3. AS 47.07.092 (a) & (bl allows a facility to request that DHSS include 
specified audit adjustments in the audit report. DHSS must either include the 
requested adjustments or state in the final report the basis for not including them.

Section 3. AS 47.07.092 (c) allows a fo*.ility to request a formal administrative 
hearing on requested specified adjustments within 30 days after the 165 day deadline 
in AS 47.07.087 if DHSS has not met that deadline.

Section 3. AS 47.07.092 (d) says if adjustments requested by a facility are 
determined correct, any resulting rate revision is to be applied to all affected fiscal 
periods.

Section 3. AS 47.07.094 (af prohibits use of results of audits for fiscal periods before 
the rate year.

Section 3. AS 47.07.094 (bf (1) says audit results may not be applied for the rate year 
if DHSS misses the 165 day deadline in AS 47.07.087.
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Section 3. AS 47.07.094 (bl (2) says audit results may not be applied for any fiscal 
year that begins fewer than 80 days after the facility receives the final audit report.

Section 3. AS 47.07.096 (a) - (el establishes the process DHSS is to follow to 
implement the results of a final, unappealed audit or rate decision. A facility is allowed 
to request a formal administrative hearing within 30 days after receiving written notice 
of the rate revision or lump-sum adjustment.

Section 4. AS 47.07.180 describes the process to be followed by the Medicaid Rate 
Advisory Commission in calculating proposed rates.

Section 3. AS 47.07.900 provides definitions of "desk audit"; "facility”, "field audit"; 
and “rate year".



ALASKA STATE

H o s p it a l  &  N u r s in g  H o m e
A S S O C IA T IO N

Representative Gary Davis, Vice Chair January 11, 1992
House HESS Committee 
Room 15 Capitol Building 
Juneau, Alaska 99811

Dear Representative Davis:

Thank you for agreeing to review this information regarding the Alaska State 
hospital and Nursing Home Association (ASHNHA) concerns about the Medicaid 
audit process.

Enclosed with this letter are the following supporting documents:

1/21/92 letter to Senator Arliss Sturgulewski detailing ASHNHA's position on 
the Medicaid audit process.

Transcript of testimony offered to the Senate HESS Committee on February 7, 
1991 regarding Senate Bill 280.

6/27/91 letter to Commissioner Mala from Petersburg General Hospital.

7/1/91 letter to Harlan Knudson describing the legislative history of the Medicaid 
prospective payment system in Alaska.

Draft of proposed legislation prepared by ASHNHA for introduction in the 1993 
legislative session.

Until about three years ago, the Medicaid Rate Commission had final authority 
to set the rates used to reimburse hospitals and nursing homes for Mediraid covered 
services.

At that time, the Medicaid Rate Commission was changed to the Medicaid Rate 
Advisory Commission (MRAC). The Executive Order making the change moved the 
final rate setting authority to the Commissioner of the Department of Health & Social 
Services (DHSS).

The MRAC then became an advisory commission with the Director reporting to 
the Commissioner's Office.

When the change was made in the MRAC status, there was a process for 
hospitals and nursing homes to appeal rates set by the MRAC staff. That appeal 
process has broken down. Over forty Medicaid rate appeals are currently outstanding.
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Two years ago the legislature passed a bill requiring that a new appeal process 
be put in regulation. The department has not complied with that legislation.

The DHSS Audit Division audits hospitals and nursing homes to see if the 
Medicaid reimbursement rates pay for eligible costs only. When the MRAC became an 
advisory commission, a detailed audit process was designed and adopted by the 
DHSS. That process has never been implemented.

There are many ongoing disputes over the use of audit adjustments by the 
MRAC staff in setting reimbursement rate's. Facilities are not given adequate 
opportunity to respond to proposed audit adjustments during conduct of the audit. The 
Department is reducing current reimbursement rates based on proposed audit 
adjustments which has resulted in the filing of appeals and the setting of temporary 
rates.

Audits as far back as 1986 have not yet been finalized. It is inefficient, costly 
and unfair for facilities to have to respond to audits which are several years old.

The enclosed draftMegislation wouid allow adjustment j f current rates for oniy 
timely and final audit adjustments.

DHSS has tried to recoup funds from some of the medical facilities based on 
audit adjustments from old audits.

ASHNHA sued DHSS over the attempted recoupments. ASHNHA's argument 
is that since Alaska's Medicaid rates are set prospectively (before the beginning of the 
rate year), then recoupment is improper except in cases of fraud or misrepresentation. 
The Alaska Superior Court agreed with ASHNHA's position and the department 
appealed the decision to the Supreme Court.

The Supreme Court agreed that the law does not provide for retrospective 
recoupment from hospitals and nursing homes except in cases of fraud or 
misrepresentation.

DHSS then introduced SB 288 in 1991 which said the department could 
conduct audits and recoup funds as a result of audit findings.

ASHNHA opposed the DHSS version of SB 288 and the enclosed package 
includes ASHNHA's position statements. Senate Bill 288 died in the Senate HESS 
committee after one hearing.



ASHNHA believes that the Medicaid audit process should be detailed in writing. 
The DHSS as well as the facilities should be required by law to adhere to the audit 
process.

When DHSS makes an adjustment to a facility's rate, it has a serious financial 
impact on the facility. The MRAC staff should not be allowed to make rate changes 
unilaterally and the audits should be timely completed.

The attached proposed bill for introduction in the 1993 legislative session is 
designed to set out a clear process for DHSS and the facilities in the conduct of 
Medicaid audits of hospitals and nursing homes.

The main features of the proposed bill are:

Defines the department's authority to audit health facility records to:
Determine accuracy of information used to set Medicaid rates 
Assure compliance with the law

Sets the deadline for facilities to file year end reports. (120 days after year 
end)

Sets deadlines for DHSS io complete:
Preliminary review of year end reports 
Preliminary desk audit report 
Preliminary field audit report 
Final field audit report

Sets deadlines for facilities to respond to audit findings and reports

Requires DHSS to give facilities written notice of intent to conduct field audits

Requires DHSS to hold entrance and exit conferences with a facility 
representative

Requires DHSS to provide facilities with copies of work papers on request 

Allows facilities to submit written responses before audits are finalized 

Specifies minimum information to be included in audit reports

ASHNHA Medicaid Audit P ro cess  P ag e  3
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Allows faciiities to request formal administrative hearings on disputed rates 
Prevents implementation of disputed adjustments before a final 
administrative or judicial decision is issued

Sets deadlines for completion of final audit reports

Defines the process for MRAC staff using audit reports in setting rates

Allows facilities to report errors in rates and provides for resulting adjustments

Specifies the process for late audit report adjustments to affect future rates

Please feel free to contact me if you have questions about the ASHNHA audit 
process proposal.

ASHNHA



ALASKA STATE

H o s p it a l  &  N u r sin g  H o m e
A S S O C IA T IO N

January 21, 1992

Senator Ariiss Sturgulewski, Chair
Senate Health, Education & Social Services Committee
Room 427, Capitol Building
P.O. Box V
Juneau, A'aska 99811

Dear Senator Sturgulewski:

Senate Bill 288 is:

"An Act relating to audits and inspections of health facilities 
receiving payment for medical assistance for needy persons and 
to the use of audit and inspection results in recapturing 
overpayments and reimbursing underpayments to such health 
facilities: and providing for an effective date"

This bill is currently in the Senate Health. Education & Soda! Services 
Committee.

The Alaska State Hospital and Nursing Home Assodation (ASHNHA) is opposed 
to SB 288.

The current Medicaid reimbursement system is a prospective rate setting system. 
Each faality's reimbursement rates are negotiated and set before the beginning of the 
fiscal yea\ If the facility is efficient and costs are lower than the pre determined 
Medcaid reimbursement rate, the facility shares a profit with the state. If they are 
inefficient and costs exceed the reimbursement rate, the facility takes a loss.

SB 288 would change the Medcaid reimbursement system to allow for 
recoupments based on audts completed long after the end of the faality's rate year.

The attached June 27, 1991 letter from Gary Grandy, Administrator of Petersburg 
General Hospital details the objections facilities have to this attempt 10 create a 
retrospective reimbursement system through audt findings.

The attached July 1,1991 letter from Stephen Rose of Inslee, Best, Doezie &
Ryder, P.S. details the legislative history of the statutes which established the 
prospective Medicaid reimbursement system in Alaska.
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Senator Ariiss Sturgulewski January 21, 1992 Page 2

AccorcSng to research done by Mr. Rose, the Federa. Government has 
recoyiizeu' this problem. The Health Care Financing Administration (HCFA) asked 
for comments on the subject in 1981 and offered the following statement:

" . . . we are concerned that the retroactive adjustments in payments that 
could be required as a result of audit findings might, in some cases, 
conflict with the requirements of State payment systems. This potential 
for conflict could arise because some payment systems, especially those 
that use prospectivelv determined dass rates, do not allow adjustments 
to be made after a payment rate is deter mined. “ (Emphasis mine)

(HCFA Request for Comments, 46 Fed.Reg. 47,967 - 1981)

After reviewing comments on the issue, HCFA dedded not to require retroactive 
adjustments in conflict with prospective payment systems.

ASHNHA membership believes that the state must have the authority to conduct 
timely audits of the facilities.

ASHNHA membership further believes that the state currently has sufficient 
authority to conduct timely audits and use audt adjustments in setting fadlity 
reimbursement rates.

The prim ly ASHNHA objection comes when the state conducts audts years 
after the end of the fiscal year under audit then tries to recoup costs based on those 
audits.

Audits of 1985 fadlity operations are still not completed. ASHNHA membership 
believes that backlog is unacceptable. Fadlity * osts incurred in 1985 were used to set 
reimbursement rates for 1987. It does not seem reasonable at this late date for the 
state to attempt to recoup costs that were set five years ago under a prospective 
reimbursemont system.

Please let me know if I can answer questions or provide your committee with 
additional information.

Sincerely,

Garrey^M: Peska, C.P.A.
Vice President for Financial Affairs

Enclosures



TESTIMONY PRESENTED BY THE ASHNHA SUBCOMMITTEE ON SB 2 8 8

SENATE FINANCE COMMITTEE - FFBRUARY 7. 199?

The ASHNHA members are not opposed to the department having the authority to 
conduct Medicaid audits.

The members believe rates should be set based on timely audit information.

They are opposed to this bill because it reverses the basic concept of prospective rate 
setting in Alaska's Medicaid reimbursement system.

Alaska has a prospective rate setting system now.

That means each facility's reimbursement rates are negotiated and set before the 
beginning of the fiscal year.

If the facility is efficient and costs are lower than the pre determined Medicaid 
reimbursement rate, the facility shares a profit with the state.

If they're inefficient and costs exceed the reimbursement rate, the facility takes a loss.

SB 288 would change the Medicaid reimbursement system to allow for recoupment 
based on audits completed long after the end of the facility’s rate year.

The department has an audit backlog that spans several years now.

The facilities don't think it's reasonable to do an audit 4 or 5 year j late and then ask 
them to pay money back to Medicaid because the audit discloses misinterpretations or 
disagreements over the meanings of regulations.

If fraud is indicated, ASHNHA believes the state does have and should have the 
authority to recover the funds.

In the Supreme Court decision that caused the state to introduce this bill, the Court 
said:

"We would have no hesitation in ordering a refund of money which had 
been awarded based on false representations. Likewise, if the g-ant had 
been expended for an illegal purpose, a refund would be appropriate.
However, those situations do not exist here."

ASHNHA finance officers have offered a number of suggestions for how the 
department might be able to clear up the audit backlog and stay current.

For example: ASHNHA members believe the department should make more use of 
desk audits instead of full field audits especially fa  the facilities that receive the least 
amount of Medicaid funds.



ASHNHA TESTIMONY - SB 288 Page 2

The ASHNHA members believe the department auditors should focus their audit 
procedures on those financial areas that affect the prospective rate setting process.

There are often audit adjustments that reclassify assets or revenue accounts when 
those adjustments have no affect on Medicaid reimbursement rates. We also see 
audit adjustments for $5 or $10.

The current year Medicaid appropriation for facilities is $109 million. $5 and $10 
adjustments are not worth the auditors' time.

Generally, auditors will establish a materiality threshold and they won’t even bother 
with audit adjustments below the threshold dollar amounts.

Many of the adjustments made by the department's audit division are te account for 
differences between the Medicaid cost reports and the facility's independently audited 
financial statements.

ASHNHA members believe the department should require such reconciliations 
between cost reports and financial statements to be submitted by the facilities in a 
standardized format to save audit staff time.

ASHNHA members believe that the department's Medicaid audits could be done on a 
timely basis if the audit scope and purposes were better defined, and more desk 
reviews were performed in lieu of full field audits.

If this bill is to pass, ASHNHA members believe it should include a requirement that 
the Medicaid audits be timely completed.

ASHNHA members believe timely completed means within six months of the date the 
facility has to submit the final Medicaid cost reports for the year.

The example on the following page shows a suggested process to complete a timely 
audit cyde:



EXAMPLE OF PROSPECTIVE 1993 RATES BASED ON AUDITED INFORMATION 
FOR FACILITIES WITH A DECEMBER 31 FISCAL YEAR END (HB 155 -2/15/93)

Date Due Desk Audit Field Audit

4/30/92 Facility’s 1991 year end reports 
submitted to the department.

Facility's 1991 year end reports 
submitted to the department.

5/30/92 Department conducts preliminary 
review of year end reports. 
Department submits questions 
regarding year end reports.

Department decides to do 
a field audit. Department 
submits questions regarding 
year end reports.

6/29/92 Facility responds to 
department's questions.

Facility responds to 
department's questions. 
Department completes field 
audit, conducts exit conference.

7/19/92 Facility may submit additional 
information.

7/29/92 Department issues preliminary 
audit report (PAR).

Department issues preliminary 
audit report (PAR).

8/28/92 Facility responds to PAR Facility responds to PAR.

9/27/92 Department issues final 
audit report (FAR).

Department issues final 
audit report (FAR).

10/12/92 Latest date (165 days) for 
receipt of FAR.

Latest date (165 days) for 
receipt of FAR.

10/27/92- 
11/11/92

Facility deadline to request 
administrative hearing on 
FAR issues.

Facility deadline to request 
administrative hearing on 
FAR issues.

10/27/92 - 
11/25/92

MRAC staff calculates 
proposed rates based on 
FAR items not appealed.

MRAC staff calculates 
proposed rates based 
on FAR items not appealed.

11/25/92* MRAC announces 12/15/92 
meeting and submits proposed 
rate calculations to facility.

MRAC announces 12/15/92 
meeting and submits proposed 
rate calculations to facility.

12/15/92* MRAC recommends rate MRAC recommends rate

12/31/92 Department sets rate Department sets rate

* In practice these dates could vary slightly. Under existing regulations the MRAC 
must give 20 day advance notice of meetings.
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SENATE BILL NO. 288 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

B Y  T H E  S E N A T E  R U L E S  C O M M IT T E E  BY  R E Q U E S T  O F  T H E  G O V E R N O R  

In troduced : 5/13/91
R e fe rre d : H E S , F inance ,

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to audits and inspections of health facilities receiving payment for medical

2  assistance for needy persons and to the use of audit and inspection results in recapturing

3 overpayments and reimbursing underpayments to such health facilities; and providing for

4 an effective date."

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

6  * Section 1 . FINDINGS. The legislature finds that

7  (1 ) the state commits a substantial amount of public money to provide medical assistance

8  for eligible needy persons in Alaska, approximately 50 percent of which is reimbursed by the federal

9 gc'emment for services covered by medicaid;

10 (2) the budget for medical assistance in Alaska has dramatically increased over the past

11 10 years, and in fiscal year 1991 exceeded $180,000,000;

12 (3) approximately 55 percent of the total medical assistance budget is paid to facilities

13 that provide necessary hospital and nursing home services to needy persons eligible for the program;

14 (4) in 1983 the legislature authorized the facilities’ rates for medical assistance to be set

SB9288a -1- SB 288
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1 it considers in making its rate determinations under this section. A rate set under this

2  section does not take effect until it is approved in writing by the commissioner of health

3 and social services or the agency assigned by the commissioner to perform this function.

4 The written determination of a rate set by the department after a hearing must include a

5  statement of the department’s findings, a description of the basis of the findings and

6  conclusions, a citation to the regulations supporting the findings and conclusions, and a

7 statement of the decision.

8  * Sec. 3. AS 47.07.070 is amended by adding a new subsection to read:

9 (g) The department may conduct audits and inspections of a health facility’s

10 records to assure compliance with state and federal law. Using the results of the

11 department’s audits and inspections, the department shall

1 2  (1) recapture amounts due from the facility through assessment, adjustment

13 to the facility’s prospective rate, or withholding from payments due to the facility under

14 this chapter and AS 47.25.120 - 47.25.300; or

15 (2 ) make a payment to the facility for any amount due to the facility as

16 a result of the audit or inspection.

17 * Sec. 4. Sections 2 and 3 of this Act are retroactive to July 26, 1983.

18 * Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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PE T E R SB U R G  G E N E R A L  H O SPIT A L
a n d  L o n g  T e r m  C a r e  F a c i l i t y  

Phone: {9071772-42*1 
P .O . Bo* 5 »

Pelf r»bur j, Alaska 99833

RECEIVED 
JUl 0 2 U3I

J un e  27, 1991

Theodo re  A. Mala ,  H .D . ,  K . P .R .
Commiss ioner
Department o f  Hea l th  4 S o c i a l  S e r v i c e s  
P .O .  Box H
Juneau ,  Alaska 99811-0601

Dea r  Commissioner Mala:

On June 18 th ,  1991 ,  K a r l  G a r b e r ,  F i n a n c i a l  O f f i c e r  f o r  o u r  Lady o f
Compassion Care Cente r ,  and I  met w i t h  Jay  L ivey  by t e l e c o n f e r e n c e  r eg a rd in g  the 
s t a t u s  o f  the 1985 Appeals and the  Sena te  B i l l  Ho. 2 88 .  As a f ^ i l ow - u p  to  tha t  
m ee t ing ,  I  am w r i t i n g  you t o  a s c e r t a i n  t h a t  you unde r s tand  ao. :  o f  the i s sue s  
t h a t  remain un reso lved and to  s o l i c i t  y ou r  a s s i s t a n c e  i n  r e a c h i n g  a s a t i s f a c t o r y  
d e c i s i o n  f o r  a l l  concerned .

I re-emphasize what I  s t a t e d  when H r .  Garbe r  and I  met w i t h  you on A p r i l  
9 t h ,  1991, tha t  icy bottom l i n e  c on c e rn  i s  t o  put an end t o  the  c on t i n u in g  l e g a l  
f e e s  tha t  a re  c o s t l y  f o r  both the  f a c i l i t i e s  and the S t a t e  o f  A l a s k a .

The re f o r e ,  i t  i s  im p e r a t i v e  t h a t  you unde rs tand ou r  p o s i t i o n .  F i r s t ,  we 
b e l i e v e  that the S t a t e ' s  p o s i t i o n  t h a t  t h e r e  are n i l l i o n s  o f  d o l l a r s  t h a t  need to  
be recovered f r o *  the f a c i l i t i e s  i s  a wrong p r e a i s e  f o r  the f o l l o w i n g  r e a s on s :

1 .  The Supreme Court D e c i s i o n  i n  the  C i t y  o f  C o rd ovs ,  e t  e l  v s .
Medicaid Rate Commission, c l o s e d  the door on recoupmen ts .
The on ly  i s sue  a rg u ab ly  l e f t  open i s  whether  a Common Law 
r ig h t  to recoupment e x i s t s  ba sed  on " f a l s e  i n f o rm a t i o n  t o  
the Commission" o r  whethe r  i t  was d i sag reemen ts  on " v a r y i n g  
i n t e r p r e t a t i o n s  o f  a ' r e a s o n a b l e  a l l o c a t i o n  m e th od ' " .  I  main­
ta in  that the l a t t e r  s i t u a t i o n  occu r r ed  and the Supreme C ou r t  
does not in d ic a te  th a t  t h i s  i s  J u s t i f i c a t i o n  f o r  a Common Law 
r igh t  o f  recoupment (O p i n i o n , Supreme Cour t  No. 5 - 3 0 3 0 ,  3AN- 
89— 267 C i v i l ,  page 1 1 ) .

1 f u r t h e r  mainta in t h a t  the  A f f i d a v i t  o f  M ichae l  R. S ande r s ,  
Audit Manager, Department o f  H e a l t h  and S o c i a l  S e r v i c e s ,  s t a t ­
ing the " f a l s e  i n f o rm a t i o n "  s ubm i t t ed  by the  f a c i l i t i e s  la 
not f a l s e  i n f o rm a t i o n ;  I n s t e a d ,  they  are d i sag re emen ts  based 
on va ry ing i n t e r p r e t a t i o n s  o f  a l l o c a t i o n  methods . P l e a s e  a l ­
so understand tha t  we do s u p p o r t  recoupments where f r a u d  and 
abuse can be proven.
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2 .  An unders tand ing o f  a " P r o s p e c t i v e "  s y s tem  v e r s u s  a " R e t r o ­
s p e c t i v e "  payment system i s  a l s o  im p e r a t i v e .  A s t o r e k e epe r  
who be fo rehand ( p r o s p e c t i v e l y )  p l a c e s  a p r i c e  on a l o a f  o f  
bread in  o rd e r  t o  s e l l  t h a t  l o a f  and the  b u y e r  o f  tha t  l o a f  
o f  b read ,  who in  good f a i t h  pu r ch a se s  the  l o a f ,  does so with
an unders tand ing tha t  s i x  y e a r s  l a t e r  t h e  s t o r e k e e p e r  i s  not
goii ig to  knock on h i s  doo r  and demand a d d i t i o n a l  money f o r  
a l l  the l o a v e s  bought because the s t o r e k e e p e r  has now found 
tha t  the re  were d i sag reemen ts  o v e r  how a c c o u n t a n t s  dete rmined 
c e r t a i n  aspects  o f  the o r i g i n a l  p r i c e  o f  t h e  o r i g i n a l  l o a f .
I n s t e ad ,  the s t o r e k e e p e r  and the b u y e r s  s e t t l e  the accounting 
d i sag reements ;  the s t o r e k e e p e r  s e t s  a new p r i c e  f o r  the f u ­
tu r e  l o a v e s  ( p r o s p e c t i v e l y )  and l i f e  moves on .

I  remind you t h a t  i n  the  c a s e  o f  Pe te r sbu rg  t h i s  has
a l r e a d y  happened. As an example,  we d i s a g r e e d  o r i g i n a l l y  ove r  the v i s i t i n g
phy s i c i a n  space; ve conceded and e v e r y  M e d i c a r e -H e d i c a i d  r e p o r t  s ince  then has 
carved out  the c o s t s  o f  the v i s i t i n g  p h y s i c i a n  s p a c e ,  thus s e t t i n g  the most
a ccu ra te  r a t e s  p o s s ib l e  f o r  a l l  y e a r s  s i n c e  t h e n— because we a re  on a
p r o s p e c t i v e  system.

Does the Department d e s i r e  t o  r e t u r n  to  a r e t r o a c t i v e
system o f  recoupment? Senate B i l i  288 c e r t a i n l y  d o e s  t h i s .  In  the p re sen t  fo rm ,  
ASHNHA w i l l  v i g o r o u s l y  oppose t h i s  l e g i s l a t i o n  f o r  che f o l l o w i n g  r e a son s :

1.  I t  attempts to r ew r i t e  h i s t o r y  f o r  the p a s t  e i g h t  y e a r s .  Has 
the l e g i s l a t u r e  ever passed a law t h a t  r e t r o a c t i v e l y  took money 
f rom f a c i l i t i e s — say s c h o o l s ,  f o r  examp le?

2 .  I t  would seem tha t  f o r  the l e g i s l a t u r e  t o  p a s s  the b i l l ,  i t  
would i n v a l i d a t e  the S t a t e  p l a n s  t h a t  have  been f i l e d  with HCFA 
f o r  the f i s c a l  y ea r s  I n v o l v e d .  Those S t a t e  p l a n s  a re  based on 
a p ro spec t ive  system and r u l e s  and r e g u l a t i o n s  t h a t  the Supreme 
Court has upheld as hav ing no v a l i d  recoupment  p o s s i b i l i t y .
Vhy would the l e g i s l a t u r e  muddy the w a t e r s  by i n v a l i d a t i n g  
S t a te  p lans?

3 .  Senate B i l l  288 i s  u n c o n s t i t u t i o n a l  and wou ld  be a t  odds with 
the l e g a l i t y  o f  " r i g h t s  a cq u i r e d  by judgemen t  a r e  p r ope r t y  
r i g h t s  which cannot be taken w i th ou t  due p r o c e s s  o f  l aw " .  And 
tha t  due p rocess ,  taken c l e a r  t o  the  A l a s k a  Supreme Cou r t ,  up­
he ld  the f a c i l i t i e s '  r i g h t s  o f  no r e c oupm en t s .

A. 1 have p e r s o n a l l y  read much o f  the h i s t o r y  o f  the present  Me­
d ica id  S t a tu te s  and i t  i s  r e p l e t e  w i t h  i n d i c a t i o n s  o f  a " p r o s ­
pec t i ve "  system and a "payw.ri f.  r a t e  p r i o r  t o  the  f i s c a l  y ea r  
as a r e s u l t  o f  d i s c u s s i o n s  between each f a c i l i t y  and the S t a t e . "
In  ocher words, a p r i o r  ag reed upon c o n t r a c t , which had no men­
t i o n  o f  recoupments— which i s  a r e t r o s p e c t i v e  system. . The r e ­
t r o spe c t i v e  system was be ing abandoned f o r  a new p ro spec t i v e  
system.
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Fo r  the  sake  o f  b r e v i t y ,  1 w i l l  not p r e s en t  a d d i t i o n a l  
comments at t h i s  t ime .  I w i l l  c o n c lu d e  by recommending a s o l u t i o n  tha t  n igh t  
meet the needs o f  the Depar tment  and the f a c i l i t i e s .  We r e s p e c t i v e l y  reques t  the 
Department t o  withdraw t h e i r  m o t i o n  f o r  c on t inuance  o f  the Appea ls  on Medicaid 
Aud i t s  and a l l ow  f o r  t h e i r  speedy  r e s o l u t i o n .  At l e a s t  some o f  the Depar tment 's  
pa r ano id  f e a r s  tha t  the F e d e r a l  Government i s  go ing to come "down" on you a rc  not 
m e r i t e d .  You have comp l ied  w i t h  y o u r  " S t a t e  P l a n s " ,  which were based on a 
p r o s p e c t i v e  system, w ith  no recoupmen ts  men t ioned .

N ex t ,  i f  t he  Depar tment  d e s i r e s  t o  have a system tha t
p r o v id e s  fo r  aud i t  recoupment i n  the  f u t u r e ,  then I  recommend t h a t  the Department
and the f a c i l i t i e s  work t o g e t h e r  and c a r e f u l l y  rev iew a l l  o f  the presen t
r e g u l a t i o n s ,  such as y e a r - e n d  con fo rm ance  and aud i t  p r o c ed u r e s ,  a nd /o r  l o o k  a t  a 
new system rou te  to  reach a c on s e n su s  t h a t  can J o i n t l y  be p la c ed  in the b i l l  to
a f f e c t  i t s  passage f o r  f u t u r e  y e a r s ,  but l e t  us  not t r y  t o  r e w r i t e  h i s t o r y .  That
would on ly  se t  o f f  a n o t h e r  round o f  l a w s u i t s  and be v e r y  expens ive  f o r  a l l  
c once rned .

B e l i e v e  me, t o  i g n o re  these recommendations i s  going to
c on t inue  the age - o ld  gap between the  Depar tment and the f a c i l i t i e s .  Commissioner 
Ma la ,  I do not b i l i e v e  th a t  you want tha t  anymore than I do .  I t  i s  an expens ive ,  
r i d i c u l o u s  p o s i t i o n  f o r  b o th  o f  u s .

To t h i s  end ,  p l e a s e  lend you r  suppo r t  to a meeting with Jay 
L i v e y ,  when Mr. L i vey  r e t u r n s  f r om  h i s  v a c a t i o n ,  and some o f  the f a c i l i t y  
r e p r e s e n t a t i v e s ,  to  see i f  we can r e s o l v e  ou r  d i f f e r e n c e s  i n  a  c o o p e r a t i v e ,  open 
manner.  L a s t l y ,  and t o  imp re s s  upon you the f r u s t r a t i o n  o f  t h i s  s i t u a t i o n  which 
I  have seen f o r  n e a r l y  f i v e  y e a r s ,  the  s t a c k  o f  papers on t h i s  m a t te r  on my desk 
now measures 12 inches deep .  Tha t  i s  a l o t  o f  d i a l o gu e  and r e p r e s e n t s  a l o t  o f  
l e g a l  f e e s  that have been p a id .

P l e a s e  f e e l  f r e e  t o  c a l l  o r  w r i t e  on t h i s  m a t te r .  I f  I  do
not hea r  from you , I  w i l l  t r u s t  t h a t  you w i l l  reques t  those  in  you r  Department ,
who a re  invo lved ,  to work w i th  us i n  a manner o f  c o o p e r a t i o n  to e xped i t e  an e a r l y  
and f i n a l  s o l u t i o n  to these  p r o b l em s .

S i n c e r e l y ,

Gary W. Grandy 
A dm in i s t r a t o r

c c :  I r f y  Livey
M a r l o n  Knutson— ASHNHA 
K a r l  Garber
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De a r  Mr. K n u d s o n :

Brian G i l b e r t  of C o r d o v a  C o m m u n i t y  H o s p i t a l  has a s ked me to  
share w i t h  y o u  a n  a n a l y s i s  I p r e p a r e d  r e g a r d i n g  the L e g i s l a t i v e  
H i s t o r y  of  t h e  s t a t u t e s  w h i c h  e s t a b l i s h e d  the M e d i c a i d  
p r o s p e c t i v e  p a y m e n t  s y s t e m  in A l a s k a .  As  is d e m o n s t r a t e d  
below, it w a s  n e v e r  the L e g i s l a t u r e ' s  i n t e n t  to establish a 
r e c o u p m e n t  p r o g r a m  b a s e d  o n  a u d i t  r e s u l t s .

SB 288 d i s t o r t s  r e a l i t y .  N a m e l y ,  S B  288 is an attempt t o  
r e w r i t e  t h e  M e d i c a i d  s t a t u t e s  t o  a l l o w  for r e t r o a c t i v e  
r e c o u p m e n t s  b a s e d  u p o n  a u d i t  r e s u l t s .

Wh e n  y o u  r e a d  S B  288 y o u  vil] n o t e  that the D e p a r t m e n t  
claims t h a t  t h i s  Bill " c l a r i f i e s "  t h e  L e g i s l a t u r e ' s  intent a n d  
th a t  t h e  L e g i s l a t u r e  a l w a y s  i n t e n d e d  t o _ u s e  audits to ad j u s t  
r a t £ £ ^  N o t h i n g  c o u l d  b e  f u r t h e r  f r o m  the trutBT I t i . s  
m i s l e a d i n g  t o  c a l l  th i s  Bill a " c l a r i f i c a t i o n " .  It is n o t h i n g  
less t h a n  an a t t e m p t  t o  c o m p l e t e l y  a l t e r  t h e  Medicaid p a y m e n t  
system. In fact, w h e n  t h e  p r o s p e c t i v e  p a y m e n t  system was f i r s t  
p a s s e d  in A l a s k a ,  it w a s  t h e  D e p a r t m e n t  w h o  testified b e f o r e  
the L e g i s l a t u r e  that e a c h  f a c i l i t y  w o u l d  h a v e  to operate a n d  
p r o vide ca r e  at t h e  rate d e t e r m i n e d  p r i o r  t o  each fiscal year.
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B e l o v  are e x c e p t s  f r o m  t h e  t e s t i m o n y  p r e s e n t e d  t o  the 
L e g i s l a t u r e  s u p p o r t i n g  t h e  p r o s p e c t i v e  p a y m e n t  legislation.

P r i o r  to  1983 t h e  M e d i c a i d  p r o g r a m  in A l a s k a  r e i m b u r s e d  
h e a l t h  c a r e  f a c i l i t i e s  b a s e d  u p o n  the " r e a s o n a b l e  costs" 
inc u r r e d  b y  the f a c i l i t y  f o r  p a t i e n t  care. (AS 47.07.070, 
R e p e a l e d  5 3, ch. 95 S L A  1 9 8 3 ) .  T h e  m e t h o d o l o g y  in 1983 w a s  
re t r o s p e c t i v e  c o s t - b a s e d .  T h e  C o m m i s s i o n e r  for the D e p a r t m e n t  
of H e a l t h  a n d  S o c i a l  S e r v i c e s  in his P o s i t i o n  Paper r e g a r d i n g
H.B. 19 in M a y  o f  1983 d e s c r i b e d  this m e t h o d o l o g y  as follows:

H o s p i t a l  a n d  N u r s i n g  h o m e  [sic] r a t e s  in Alaska h a v e  
t r a d i t i o n a l l y  b e e n  e s t a b l i s h e d  r e t r o s p e c t i v e l y , t h a t  
is, c osts a r e  e s t i m a t e d  at the b e g i n n i n g  of a fiscal 
y e a r  and an " i n t e r i m  p a y m e n t "  d e t e r m i n e d .  A t  the end 
of the fiscal y e a r ,  t h e  t o t a l  i n t e r i m  payments m a d e  is 
[sic] c o m p a r e d  t o  t h e  a l l o w a b l e  costs of the 
facility. T h e  d i f f e r e n c e  is e i t h e r  c o l l e c t e d  fr o m  o r  
p a i d  to the f a c i l i t y .  T h i s  p r o c e s s  is referred t o  as 
"cost settlement." ( E m p h a s i s  added).

The M e d i c a i d  m e t h o d o l o g y  was c a l l e d  r e t r o s p e c t i v e  b e c a u s e  
the final r e i m b u r s e m e n t  c a l c u l a t i o n  w a s  m a d e  a f t e r  t h e  
patie n t ' s  treatment. T h e  s y s t e m  w a s  "cost-based" b e c a u s e  the 
measure of r e i m b u r s e m e n t  w a s  b a s e d  on e x p e n d i t u r e s  a c t u a l l y  
made by the health c a r e  f a c i l i t y .

M a j o r  d e f i c i e n c i e s  i n  t h e  c o s t - b a s e d  r e i m b u r s e m e n t  s y s t e m  
b egan to be r e a l i z e d .  S i i c e  h e a l t h  care p r o v i d e r s  w e r e  
reimbursed for t h e i r  e x p e n d i t u r e s  a c t u a l l y  made, the p r o v i d e r  
earned a d d itional i n c o m e  f o r  e a c h  s e r v i c e  rendered. I t  b e c a m e  
a pparent t h a t  a c o s t - b a s e d  r e t r o s p e c t i v e  m e t h o d o l o g y  s i m p l y  
lacked incentives f o r  h e a l t h  ca r e  p r o v i d e r s  to h o l d  d o w n  
costs. (S e e . 50 Fed. R e g .  24, 459 (1985)).

In 1983 the S t a t e  o f  A l a s k a  m a d e  t h e  decision to a b a n d o n  
its r e t r o s p e c t i v e  c o s t - b a s e d  s y s t e m  and to adopt a p r o s p e c t i v e  
bu g e t  b a s e d  s y s tem. (AS 4 7 . 0 7 . 0 7 0 ,  Repealed, § 3, ch. 95 S L A  
1 9 b 3 ) . The L e g i s l a t u r e  m a d e  t h e  f o l l o w i n g  finding in 1983:

The l e g i s l a t u r e  f i n d s  t h a t ,  b e c a u s e  Me d i c a i d  is a 
joint state a n d  f e d e r a l  p r o g r a m  and because federal 
M e d i c a i d  funds h a v e  b e e n  a n d  are likely to c o ntinue to 
be reduced d r a m a t i c a l l y ,  a r e t r o s p e c t i v e  p a y m e n t  
system no  l o n g e r  s e r v e s  a s  an a p p r o p r i a t e  method of 
compensation . . . A  p r o s p e c t i v e  payment system is
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n e c e s s a r y  to p r u d e n t l y  a d d r e s s  p a y m e n t s  to health
f a c i l i t i e s  u n d e r  M e d i c a i d  a n d  g e n e r a l  r e l i e f  medical 
a s s i s t a n c e  programs. ( E m p h a s i s  a d d e d ) .

In 1983 the S t a t e  o f  A l a s k a  b e g a n  i m p l e m entation o f  a 
b u d g e t  b a s e d  p r o s p e c t i v e  p a y m e n t  s y s t e m  a n d  establ i s h e d  t h e  
M e d i c a i d  R a t e  C o m m i s s i o n  (S e e . Ch. 95, S L A  1983 recorded a t  
AS 4 7 . 0 7 . 0 7 0  and A S  4 7 . 0 7 . 1 8 0 ;  7 A A C  4 3 . 6 7 0  (Reg. 92, Jan.
1985)).

T h e  A l a s k a  S t a t e  L e g i s l a t u r e  in 1983 directed 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  to establish a 
P r o s p e c t i v e  Payment S y s t e m  to b e  a d m i n i s t e r e d  b y  the n e w l y  
c r e a t e d  g o v e r n m e n t  b o d y  c a l l e d  the M e d i c a i d  R a t e  Commission. 
(AS 4 7 . 0 7 . 0 7 0  and AS 47. 0 7 . 1 8 0 ,  Ch. 95, S L A  1983).

In 1983, AS 4 7 . 0 7 . 0 7 0  w a s  a m e n d e d  t o  r e a d  in pertinent p a rts

The [medicaid rate] c o m m i s s i o n  s hall determine
p r o s p e c t i v e l y  t h e  rate of p a y m e n t  t o  a h e a l t h  facility 
u n d e r  t h i s  c h a p t e r  . « . ( E m p h a s i s  a d d e d ) .

AS 47.07. 0 7 0 ( a ) ,  S 1, Ch. 182, S L A  1972; am $ 3, Ch. 95, S L A
1983.

The i m p l e m e n t i n g  r e g u l a t i o n s  s t a t e d  in p e r t i n e n t  part:

P R O S P E C T I V E  P A Y M E N T  R ATES D E F I N E D . (a) Prospective 
p a y m e n t  rates are p r o s p e c t i v e l y  d e t e r m i n e d  payment 
rates t o  be p a i d  by t h e  d e p a r t m e n t  t o  health 
f a c i l i t i e s  p r o v i d i n g  h e a l t h  c a r e  services to 
r e c i p i e n t s  of the M e d i c a i d  and G e n e r a l  R e l i e f  Medical 
Programs.

(d) P r o s p e c t i v e  p a y m e n t  r a t e s  w i l l  h a v e  an  effective 
date. All s e r v i c e s  p r o v i d e d  b e f o r e  t h e  e f f e c t i v e  date 
will b e  paid b y  the d e p a r t m e n t  a t  t h e  p r e c e d i n g  rate.
All s e r v i c e s  p r o v i d e d  on o r  a f t e r  t h e  effective date 
will b e  paid by the d e p a r t m e n t  a t  t h e  n e w  prospective 
p a y m e n t  r a t e . (Emphasis a d d e d ) .

Many a t t e m p t s  w e r e  made to p a s s  p r o s p e c t i v e  payment s y s t e m  
l e g i s l a t i o n  p r i o r  to  +"hc. a c t u a l  p a s s a g e  in 1983. C e r t a i n  
topics r e c u r  t h r o u g h o u t  t h e  p r o p o s e d  legislation as  
c o r n e r s t o n e s  of the p r o s p e c t i v e  p a y m e n t  system. First, t h e
p r o s p e c t i v e  p a y m e n t  sy s t e m  r e q u i r e d  t h e  u p - f r o n t  negotiation o f



M r .  H a r l a n  K n u d s o n

J u l y  X ,  1 9 9 1

P a g e  4

rates which vould then b e  f i x e d  for t h e  fiscal p e r i o d  to w h i c h  
t h e y  a p p lied. S e c o n d ,  t h e  y e a r - e n d  r e c o u p m e n t  a n d  c o s t  
settlement practices w e r e  t o  b e  elimin a t e d .  Third, t h e
reimbursement system w a s  t o  b e  b a s e d  on c u r r e n t  b u d g e t e d  c o s t s
as opposed to actual c o s t s  i n c u r r e d .

On January 27, 1983, S B  8 5  w a s  i n t r o d u c e d  i n  the Senate. 
T e s t i m o n y  before the S e n a t e  H E S S  C o m m i t t e e  a d d r e s s e d  the n e e d  
for the establishment o f  a p r o s p e c t i v e  p a y m e n t  system. S B  85
w a s  later replaced b y  a C o m m i t t e e  S u b s t i t u t e  d r a f t  of S B  85
(CS SB 85 (HESS)).

On April 4, 1983, 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
Services again issued its P o s i t i o n  P a p e r  on CS S B  85.

The Position P a p e r  o n  C S  S B  85 b e g i i s  wit'- an o v e r v i e w  of
the Medicaid r e i m b u r s e m e n t  in  A l a s k a  and notes:

Prospective payment, o n  t h e  o t h e r  hand, p r o v i d e s  for 
the establishment o f  t h e  p a y m e n t  rate p r i o r  to the
fiscal year as a r e s u l t  o f  d i s c u s s i o n s  b e t w e e n  each
facility and t h e  S t a t e ,  e a c h  f a c i l i t y  m u s t  then
operate and p r o v i d e  c a r e  a t  t h i s  p r e d e t e r m i n e d  rate 
for the fiscal p e r i o d . ( E m p h a s i s  a d d e d ) .

On February 23, 1983, F r a n k  W. Seuffert, a r e s e a r c h e r  for
the State Advisory C o u n c i l ,  p r e p a r e d  a M e m o r a n d u m  for S e n a t o r  
Kerttula, regarding S B  85. I n  p e r t i n e n t  part, r e s e a r c h e r  
S e u f f e r t 's Memorandum s t a t e s :

Prospective r e i m b u r s e m e n t  w o u l d  be d e s i r a b l e  for 
Medicaid and G R H  f o r  t h e  f o l l o w i n g  reasons: (1) It 
encourages cost c o n t a i n m e n t  b y  g i v i n g  h o s p i t a l s  a set 
target over w h i c h  t h e y  m a k e  a profit, u n d e r  w h i c h  they 
accept a loss . . .

In keeping with its p r e v i o u s  P o s i t i o n  P a p e r  w h i c h  n o t e d  
that there vould b e  n o  r e t r o a c t i v e  cost s e t t l e m e n t  w i t h  a 
prospective payment system, P o s i t i o n  P a p e r  CS S B  85  n otes t h a t  
one of the "major p r o v i s i o n s  of S B  85" is t h e  rep e a l  o f  the 
definition of "cost s e t t l e m e n t "  as w a s  c o n t a i n e d  in 
AS 47.07.080(a).

On April 18, 1983, Mr. B e t  it, D i r e c t o r  o f  t h e  D e p a r t m e n t ' s
Division of Public A s s i s t a n c e ,  t e s t i f i e d  b e f o r e  the H o u s e  
Finance Committee r e g a r d i n g  t h e  H o u s e  c o u n t e r p a r t  to  CS SB 85.
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Mr. Betit e x p l a i n e d  th a t  t h e  p r o s p e c t i v e  p a y m e n t  s y s t e m  a s  
detailed in CS SS H B  19 p r o v i d e d  f o r  u p - f r o n t  n e g o t i a t i o n s  
before the fiscal y e a r  s t a r t e d  in o r d e r  t o  "set" the p r i c e s  
which the D e p a r t m e n t  w o u l d  pay. Mr. B e t i t  s t a t e d  that t h i s  
approach v o u l d  " g i v e  us g r e a t e r  c e r t a i n t y  a bout wh a t  it is w e  
are spending . . . and hold the h o s p i t a l s  a n d  n u r s i n g  h o m e s  t o  
these prices for the d u r a t i o n  of  t h e  y e a r ". (Emphasis a d d e d ) .  
(Hcuse Finance C o m m i t t e e  H e a r i n g  o n  CS SS  H B  19 (Fin.),
April 18, 1983, r e c o r d e d  on t a p e  H F C  8 3 - 4 5 .

Mr. Betit c o n c l u d e d  his t e s t i m o n y  b y  c o m m e n t i n g  on y e a r - e n d  
and audit p r o c e d u r e s  stating:

There would b e  n o  c o s t  s e t t l i n g  o r  g e t t i n g  . . . 
basically . . . e i t h e r  p a v i n g  u p  o r  r e c o u p i n g  from the 
hospital at t h e  end of e a c h  f i s c a l  y e a r  as p r e s e n t l y  
goes on. ( E m p h a s i s  a d d e d ) .

The p r o s p e c t i v e  p a y m e n t  s y s t e m  l e g i s l a t i o n  was 
formerly adopted b y  the L e g i s l a t u r e  a n d  be c a m e  law.
(AS 47.07.070, Ch. 95, SLA 1983). A f t e r  the p r o s p e c t i v e  
payment system was adopted, t h e  M e d i c a i d  R a t e  C o m mission 
listed its o b j e c t i v e s  for t h i s  n e w  s y s t e m .  One objective 
was to "provide p r e d i c t a b i l i t y " f o r  s t a t e  prog r a m  
expenditures to h e a l t h  facilities. (7 A A C  4 3 . 6 7 4 ( 2 ) ) u

In order to c o m p l y  w i t h  the n e w  p r o s p e c t i v e  payment 
system legislation, o r g a n i z a t i o n a l  c h a n g e s  h a d  to be made 
within the D e p a r t m e n t  of H e a l t h  a n d  S o c i a l  Services. The 
first change w a s  t h e  c r e a t i o n  o f  t h e  M e d i c a i d  Rate 
Commission. (AS 47.07.070, Ch. 95 S L A  19 8 3 ) .  The second 
major change was t h e  e l i m i n a t i o n  of t h e  " a u d i t  f u n c t i o n ".

This complete e l i m i n a t i o n  o f  t h e  a u d i t  function is 
described in the L e g i s l a t i v e  A u d i t  o f  t h e  Dep a r t m e n t  of 
Health and Social S e r v i c e s  f o r  F i s c a l  Y e a r  19 8 5  (hereafter 
"1985 Legislative A u d it") as follows:

Prior to [the e s t a b l i s h m e n t  o f  t h e  M e d i c a i d  Rate 
Commission] h e a l t h  f a c i l i t y  p r o v i d e r s  s u b m i t t e d  cost 
settlement r e p o r t s  at  y e a r - e n d  w h i c h  were then 
reviewed a n d / o r  a u d i t e d  b y  D H S S  audit o r s .  This 
procedure w a s  in e f f e c t  u n d e r  t h e  retrospective 
payment system o f  c o s t  s e t t l i n g  w i t h  M e d i c a i d  health 
facility p r o v i d e r s .  S u b s e q u e n t l y ,  s t a t u t e  changes 
required that M e d i c a i d  h e a l t h  f a c i l i t y  provi d e r s  be
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p a i d  under a p r o s p e c t i v e  p a y m e n t  s y s t e m .  U n d e r  the 
p r o s p e c t i v e  p a y m e n t  s y s t e m ,  p a t i e n t  d a y  r a t e s  a r e  
e s t a b l i s h e d  b a s e d  o n  e s t i m a t e d  r e i m b u r s a b l e  c o s t s  
s u b m i t t e d  b y  t h e  p r o v i d e r  a n d  a p p r o v e d  b y  t h e  M R C  
[Medicaid R a t e  C o m m i s s i o n ) .  T h e  audit p o s i t i o n s  that; 
p r e v i o u s l y  p e r f o r m e d  t h e  a u d i t s  w e r e  t r a n s f e r r e d  tp
t h e  MRC. How e v e r ,  t h e s e  p o s i t i o n s  w e r e  r e c l a s s i f i e d  
t o  budget a n a l y s t s .  N o  a u d i t  p o s i t i o n s  h a v e  b e e p
e s t a b l i s h e d  at t h e  M R C . ( E m p h a r  added) .

T h e  E x e c u t i v e  D i r e c t o r  o f  the M e d i c a i d  R a t e
C o m m i s s i o n ,  Dr. C h a r l e s  L. Eveland, p r e p a r e d  an
O r g a n i z a t i o n a l  C h a r t  of t h e  M e d i c a i d  Ra t e  C o m m i s s i o n  w h i c h  
s h o w e d  the r e p l a c e m e n t  o f  t h e  a u d i t o r  p o s i t i o n s  b y  P r o g r a m  
B u d g e t  Analysts.

W i t h  the i m p l e m e n t a t i o n  o f  the p r o s p e c t i v e  p a y m e n t  
s y s t e m  in Alaska, all a u d i t  f u n c t i o n s  o f  t h e  M e d i c a i d  
p r o g r a m  c e a s e d . S i n c e  t h e  p r o s p e c t i v e  p a y m e n t  s y s t e m  w a s  
b u d g e t  b a s e d , it is n o t  s u r p r i s i n g  that t h e  e x e c u t i v e  
d i r e c t o r  e s t a b l i s h e d  t h r e e  p r o g r a m  b u d g e t  a n a l y s t
p o s i t i o n s  to r e p l a c e  t h e  n o  l o n g e r  n e e d e d  a u d i t o r  
p o s i t i o n s .  Also, s i n c e  t h e  l e g i s l a t u r e  r e p e a l e d  t h e
d e f i n i t i o n  of " c o s t - s e t t l e m e n t " , the l e g i s l a t u r e  m a d e
c l e a r  its intent t o  e n d  t h e  y e a r - e n d  a u d i t  a n d
c o s t - s e t t l e m e n t  process.

H a v i n g  r e v i e w e d  t h e  L e g i s l a t i v e  H i s t o r y  b e h i n d  
A l a s k a ' s  p r o s p e c t i v e  p a y m e n t  s y s t e m ,  t h e r e  is no  d o u b t  in 
m y  m i n d  that it n e v e r  c o n t e m p l a t e d  r e c o u p m e n t s  b e i n g  t a k e n  
b a s e d  on audits. S B  288 e u p h e m i s t i c a l l y  c a l l s  i t s e l f  a 
" c l a r i f i c a t i o n "  of L e g i s l a t i v e  I n t e n t .  It is not. S B  288 
r e p r e s e n t s  a r a d i c a l  d e p a r t u r e  f r o m  the p r o s p e c t i v e  
p a y m e n t  system.

V e r y  t r u l y  y o u r s

I N S U E E ^ J B E S T ,  D O E Z I E  & RY D E R ,  P.S

S t e p h e n  D. Rose

S D R : a b
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M E D I C A I D  R A T E  A D V I S O R Y  C O M M IS S IO N  
M R A C

The purpose of the Medicaid Rate Advisory Commission is to advise the Department 
of Health & Social Services with regard to rates for facilities serving medical 
assistance recipients and related rate-setting policy issues. Select department staff 
work with the commission to establish appropriate rates of payment for Medicaid 
services and m aintain the facility rate setting system in accordance with State and 
federal laws and regulations.

In 1983 legislation was enacted which established the Medicaid Rate Commission 
(MRC) as an independent rate-setting body; prior to that the Division of Medical 
Assistance established payment rates for Medicaid services for all types of providers 
including hospitals, nursing homes, rural health clinics, outpatient surgical clinics 
and home health agencies. The legislation also changed the medical assistance rate 
payment methodology to a prospective rate setting system from the prior 
retrospective cost-based system. The MRC focused the prospective system primarily 
on hospitals and nursing facilities, choosing to establish less complex rate setting 
procedures for other types of facilities.

Subsequent changes in statutes applicable to the MRC include: technical changes 
designed to secure optimum federal participation, the consideration of anpropriations 
in rate setting, and the provision for a possible waiver of the year end conformance 
calculation. Executive Order #72 which became effective March, 1989 established the 
MRC as an advisory body and transferred actual rate setting authority to the 
Commissioner of the Department of Health & Social Services. Legislation in 1990 
provided mandatory timelines for the processing of appeals, and specified other 
procedures to be accomplished in rate setting.

The current rate setting process utilized by the Department works as follows:
Each facility submits cost and statistical information to the MRAC office in 
Anchorage. The staff reviews these submissions, performs rate calculations, and 
notifies the facility. If time allows, the facility may return comments advising of 
concurrence or non-concurrence with the calculations. Next, testimony is taken on 
the proposed rate in a public hearing before the MRAC, after which the Commission 
advises the Department through the adoption of a formal motion. The Department 
issues a Decision and Order Letter which sets the rate; the facility then has 30 days 
to request reconsideration from the Executive Director. Reconsiderations may or 
may not be taken back to the Commission, depending on the issues involved. Within 
30 days of the original Decision and Order Letter or the reconsideration decision, the 
facility can request a formal hearing to contest the rate before the Department 
Hearing Officer. The final decision on an appeal is signed by the Commissioner. 
Any further appeal is made to the Superior Court.
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O F F I C E  O F  H E  A H  ENGS A N D  A P P E A L S

The Office of Hearings and Appeals (OHA) is responsible for conducting impartial 
administrative hearings on appeals from actions by four agencies of the Department 
of Health and Social Services: the Division of Public Assistance, the Division of 
Medical Assistance, the Medicaid Rate Advisory Commission, and the Audit Unit. 
OKA conducts two distinctly different types of hearings: informal fair hearings on 
client public assistance and medical assistance appeals, and formal health care 
facility appeals of Medicaid payment rates and audit findings. Both types of hearings 
must comply with due process standards guaranteed by federal and state 
constitutions.

Client appeals of actions by the Division of Public Assistance and the Division of 
Medical Assistance are adjudicated in fair hearings mandated by federal and state 
regulations. A fair hearing may be requested concerning one or more of the following 
programs: Adult Public Assistance, Aid to Families with Dependent Children, Food 
Stamps, Medicaid, General Relief, Energy Assistance, Job Opportunities and Basic 
Skills Training Program, and Employment and Training Program. The fair hearing 
is an informal proceeding adjudicated by a Hearing Officer classified as a Public 
Assistance Program Officer. The Hearing Officer’s decision may be appealed by the 
client to the Division Director. The Director’s decision is the final administrative 
action, and is subject to appeal to the Superior Court.

Health care facility appeals of Medicaid payment rates and audit findings are 
adjudicated in formal hearings governed by the Administrative Procedure Act. These 
hearings are conducted by a Hearing Examiner who is required to be unbiased, 
impartial, and have a t least two years experience in the general practice of law 
immediately preceding appointment. After receiving evidence and arguments, the 
Hearing Examiner prepares a proposed decision for submission to the Commissioner. 
The Commissioner’s decision is the final administrative action, and may be appealed 
to the Superior Court.

The Office of Hearings and Appeals is a separate office reporting to the Deputy 
Commissioner, Department of Health and Social Services.



A U D I T  U N I T

The Audit Unit is assigned to the Office of the Commissioner; it is staffed by an 
Audit Manager and five Interned Auditors with staff capability augmented by 
contract funds for private auditors. The Audit Unit exists to help the Commissioner, 
Division Directors, and separate office heads effectively discharge their duties. Audit 
Unit objectives are to:

• Conduct audits of Medicaid providers.
• Provide assistance to the Medicaid Rate Advisory Commission.
• Perform independent fiscal and compliance audits of the department’s grantees 

and contractors who do not fall under the state single audit requirement.
• Monitor single audits of the department grantees and contractors performed 

by outside CPA firms.
• Undertake special reviews and investigations as requested.
• Coordinate with the Office of Management and Budget on establishment and 

updating of Compliance Supplements for the State Single Audit Act.
• Provide technical assistance to the Commissioner, Division Directors, and 

department providers.
• Assist the Office of Management and Budget and Legislative Audit with 

internal and performance audits.

M EDICAID

The Audit Unit conducts field audits and desk audits of the hospitals and nursing 
homes enrolled as Medicaid providers. Audits are conducted to provide assurance 
that the facilities are reporting costs in compliance w ith app lica te  federal laws, 
Alaska statutes, and department regulations. Twenty-eight facilities report costs of 
delivering health care to more than 56,000 Alaskans who are enrolled in the 
Medicaid and GRM programs.

GRANTS

Audits of departmental grant recipients are conducted to assure compliance with 
applicable Alaska statutes and regulations. The State Single Audit Act requires that 
a financial audit be performed by an independent CPA for each grant recipient 
receiving more than $150,000 in state grant funds. The Federal Single Audit Act 
requires that a subrecipient of $25,000 or more federal funds passed through the state 
have a financial audit performed in compliance with federal requirements. The Audit 
Unit monitors both the state and federal single audits and reconciles the results with 
grant reports submitted to the granting division. For the FY91 granting year, the 
Audit Unit received 101 Single Audits from grantees receiving over $78,000,000 in 
department grant funds distributed through 275 separate grants.
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DHSS Audit and MRAC staff positions availaoIe FY 1993 Budget

Assume that each position represents 1,702.5 annuai productive work 
hours:

Total weeks available 
Less: Vacation, Holidays 

Sick Leave

52.0 weeks

(6 6) weeks

Total productive weeks 
available 45.4 weeks

Hojrs per wee,< 57 5 hours

Productive annual hours 
available per auditor 
(45.4 X 37.5) ,702.5

Audit staff auditor positions

Total audit staff hours available 10 ,2 1 5.0 hours

Productive hours
MRAC staff auditor positions

1,702.5 
X 3 5,107.5 hours

(2 new requested auditors would bring it to 5 in ‘94)

Productive hours 1,702.5
MRAC budget anal/sts & director X 3

'otal hours available

5 .107 5 hours 

20,430.0 hours

Less 1/2 position for monitoring grantee audits 
(See Page 2*)

Hours available for Medicaid 
audits & rate calculations

*(85 l 25) hours

19,578.75 hours

Medicaid facility audits 

Hours per audit (20,578.75 * 27)

27

725.14 hours oer audit

If you assume an hourly billing rate of J100.00 for a C.P.A. firm to do 
these audits, the cost based on 762 hours per facility would come to 
$72,514 for each hospital and nursing home in the state that receives 
Medicaid.

Page I
Footnote:

Footnote:

^According to the department’s budget document, the audit unit 
keeps track of grantees who are required to have an independent C.P A.‘s 
audit. Since the audit unit doesn't do the grantee audit but receives 
reports on about 100 grants per year, it is assumed that less that !/2 
time position (85' 25 hours) is needed to receive and file the reports

ijfHss stkff posiriom Avail,
V  .;. ■ ■■V -A-"
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F e b r u a r y  19, 1993

R e p r e s e n t a t i v e  G a r y  D a v i s  
S t a t e  C a p i t o l  
J u n e a u ,  A k  9 9 8 0 1

D e a r  R e p r e s e n t a t i v e  Davis:

I a m  w r i t i n g  y o u  in s u p p o r t  o f  H o u s e  B i l l  155 w h i c h  a d d r e s s e s  
a u d i t s  o f  h e a l t h c a r e  f a c i l i t i e s .  I h a v e  r e v i e w e d  t h e  d r a f t  of t h i s  
b i l l  a n d  f e e l  t h a t  it is a s  b e n e f i c i a l  t o  t h e  S t a t e  of A l a s k a  a s  it 
is t o  h e a l t h c a r e  p r o v i d e r s .  T h i s  p r o p o s e d  r e g u l a t i o n  w i l l  a d d  
e l e m e n t s  o f  c l a r i t y ,  c o n s i s t e n c y  a n d  t i m e l i n e s s  t h a t  a r e  c u r r e n t l y  
l a c k i n g  in t h e  M e d i c a i d  a u d i t  p r o c e s s .

P r e s e n t l y ,  t h e  S t a t e  o f  A l a s k a  is f i v e  y e a r s  b e h i n d  s c h e d u l e  in 
c o n d u c t i n g  a u d i t s  of D e n a l i  C e n t e r .  T h i s  s i t u a t i o n  c r e a t e s  a n  
e n v i r o n m e n t  o f  u n c e r t a i n t y  f o r  t h e  f a c i l i t y  s i n c e  a u d i t  a d j u s t m e n t s  
f o r  o n e  y e a r  o f t e n  h a v e  a " d o m i n o "  e f f e c t  o n  f o ? l o w i n g  y e a r s '  
M e d i c a i d  r a t e s .  F u r t h e r m o r e ,  i n s u f f i c i e n t  a n d  a m b i g u o u s  w o r d i n g  in 
e x i s t i n g  r e g u l a t i o n s  h a v e  l e a d  t o  a u d i t  a d j u s t m e n t s  t h a t  a r e  
i n c o n s i s t e n t  f r o m  o n e  y e a r  to  t h e  next.

D e n a l i  C e n t e r  s t r o n g l y  s u p p o r t s  t h e  p a s s a g e  o f  H B  155. T h a n k  y o u  
fo r  s p o n s o r i n g  t h i s  l e g i s l a t i o n .

F a x e d  2 / 1 9 / 9 3

O p e r a t e d  b y  F a irb a n k s  M e m o r ia l  H o s p ita l

LE77SPS o F  SUPR___
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F e b r u a r y  23, 1993

R e p r e s e n t a t i v e  G a r y  L. D a v i s  F a x  t o  4 6 5 - 2 9 1 8
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 0 1

S u b j e c t :  H o u s e  B i l l  155

D e a r  R e p r e s e n t a t i v e  Da v i s :

P r o v i d e n c e  H o s p i t a l  s u p p o r t s  H o u s e  B i l l  155, "An A c t  r e l a t i n g  to 
a u d i t s  o f  h e a l t h  f a c i l i t i e s " .

T h i s  p i e c e  o f  l e g i s l a t i o n  is n e e d e d  in o r d e r  t o  p r o v i d e  w r i t t e n  
g u i d e l i n e s  f o r  t h e  c o n d u c t  a n d  u s e  of a u d i t s  c o n d u c t e d  b y  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  f o r  t h e  M e d i c a i d  p r o g r a m .  
C u r r e n t l y  t h e r e  Eire n o  e s t a b l i s h e d  w r i t t e n  g u i d e l i n e s  a n d  a s  a 
r e s u l t ,  a u d i t s  h a v e  n o t  b e e n  t i m e l y  (as l a c e  as 3 t o  4 y e a r s  a f t e r  
a f i s c a l  y e a r - e n d )  a n d  r e g u l a t i o n s  h a v e  b e e n  i n c o n s i s t e n t l y  
a p p l i e d .

T h e  c u r r e n t  m e t h o d o l o g y  f o r  e s t a b l i s h i n g  M e d i c a i d  p a y m e n t  r a t e s  f o r  
h e a l t h c a r e  f a c i l i t i e s  is b a s e d  u p o n  t h e  r e c e n t  roost y e a r - e n d  
f i n a n c i a l  d a t a .  T h e  M e d i c a i d  p a y m e n t  r a t e  b y  l e g i s l a t i o n  i s  t o  b e  
a p r o s p e c t i v e  r ate. T h i s  p r o v i d e s  b o t h  t h e  S t a t e  o f  A l a s k a  a n d  t h e  
h e a l t h c a r e  p r o v i d e r s  w i t h  a f i r m  b a s i s  i n  o r d e r  t o  p r e d i c t  M e d i c a i d  
r e i m b u r s e m e n t  t h r o u g h o u t  t h e  year.

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  d e s i r e s  t o  u s e  a u d i t e d  
f i n a n c i a l  d a t a  t o  e s t a b l i s h  M e d i c a i d  r a t e s .  P r o v i d e n c e  H o s p i t a l  
s u p p o r t s  t h i s  c o n c e p t .  H o w e v e r ,  b e c a u s e  t h e  M e d i c a i d  r a t e s  a r e  
p r o s p e c t i v e ,  o n c e  e s t a b l i s h e d  w e  d o  n o t  b e l i e v e  t h e y  s h o u l d  b e  
r e t r o a c t i v e l y  r e - e s t a b l i s h e d .  F u r t h e r m o r e ,  P r o v i d e n c e  H o s p i t a l  
f i r m l y  b e l i e v e s  t h a t  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  
h a s  t h e  a d e q u a t e  r e s o u r c e s  a n d  t i m e  in o r d e r  t o  a c c o m p l i s h  a 
f i n a n c i a l  a u d i t  b e f o r e  t h e  a n n u a l  M e d i c a i d  r a t e  s e t t i n g  p r o c e s s  is 
c o m p l e t e d . T h i s  w o u l d  a l s o  i n c l u d e  a d e q u a t e  t i m e  f o r  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  a n d  t h e  h e a l t h c a r e  
p r o v i d e r  t o  r e v i e w  a n d  d i s c u s s  a n y  a u d i t  f i n d i n g  a n d  a d j u s t m e n t s .

T h e  a u d i t  p r o c e s s  a s  d e f i n e d  w i t h i n  H o u s e  B i l l  1 5 5  is v e r y  
r e a s o n a b l e  a n d  e a s y  t o  u n d e r s t a n d .  T h e  p a s s a g e  of t h i s  b i l l  w o u l d  
a l s o  p r o v i d e  e a s i e r  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  p r o g r a m  f o r  b o t h  
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  a s  w e l l  a s  p r o v i d e r s .

SISTERS o r  fH O V U JEN CZ IN ST IT U T IO N S —A LASKA: PROVIDENCE HOSPITAL. A N C H O R A C E -O U R  LADY O F C C M r* S S IO N  CARE CENTER. A N CH O R A C E -W A 5H IN G T O N : 
PROVIDENCE CENTRAL M EM ORIAL HOSPITAL, T O P PE N ISH -PR O V ID E N C E HOSPITAL, kVERETT—PROVIDENCE MEDICAL CENTER, SEATTLE—M O U N TST. VINCENT N U R3- 
IN C CENTER i> RETIREMENT APARTMENTS. SEATTLE—ST. ELIZABETH M EDICAL CENTER. YAKIMA—ST. PETER H O SPITA L O LTM PIA -PK O V IO EN CE CH EH A I.IS . C H E H A L IS - 
PROV1DENCE HOSPITAL. C E N T R A U A -O R E C O N : PROVIDENCE CHILD CENTER. PO RTLA ND —PR CNIOENCE MEDICAL CENTER, PORTLA ND —ST. V INCENT HOSPITA L A N D  
MEDICAL CENTER PO RTLA N D —PROVIDENCE SEASIDE HOSPITAL. SEA SID E-PRO V ID EN CE H O SPITA L M EDFORD—FROVIDENCE M1LWAUK1E H O SPIT A L  M1LVKAUKIE- 
CA LIFORN IA : PROVIDENCE HOSPITAL. O A K LA N D —PROVIDENCE H IG H  SC H O O L. E U K 8A N K -S A IN T  |O S E P H  MEDICAL CENTER, BURBANK.



T h i s  s h o u l d  r e s u l t  i n  l o w e r  n u m b e r s  of M e d i c a i d  r a t e  a p p e a l s .  I t  
w i l l  a l s o  a l l o w  p r o v i d e r s  t o  f o r m a l l y  c l o s e  o u t  o l d e r  y e a r s .  
P r o v i d e n c e  H o s p i t a l  c u r r e n t l y  h a s  a l l  f i s c a l  y e a r s  f r o m  1 9 8 6  t o  
d a t e  o p e n  o r  u n s e t t l e d  w i t h  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  f o r  K e d i c a i d  a u d i t s .  T h i s  is n o t  r e a s o n a b l e  n o r  is it  
c l e a r  w h a t  n e e d s  t o  o c c u r  t o  c o m p l e t e  t h e s e  y e a r s .

I h a v e  n o t  g o n e  i n t o  s p e c i f i c  d e t a i l s  w i t h  o u r  a u d i t  e x p e r i e n c e s  
a n d  p r o b l e m s .  H o w e v e r ,  I a m  a w a r e  t h a t  t h e  C o m m i t t e e  w i l l  b e  
h e a r i n g  t e s t i m o n y  f r o m  a f e w  o f  t h e  h e a l t h c a r e  p r o v i d e r s .  T h e i r  
t e s t i m o n y  r e p r e s e n t s  c o m m o n  s i t u a t i o n s  t h a t  w e  a s  h e a l t h c a r e  
p r o v i d e r s  e x p e r i e n c e  d u r i n g  o u r  a u d i t  p r o c e s s  b e c a u s e  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  d o e s  n o t  h a v e  w r i t t e n  
g u i d e l i n e s  f o r  t h e i r  M e d i c a i d  a u d i v  p r o c e s s .

I n  c l o s i n g ,  I w o u l d  a g a i n  l i k e  t o  e x p r e s s  P r o v i d e n c e  H o s p i t a l ’s 
s u p p o r t  f o r  H o u s e  B i l l  155. I f  y o u  s h o u l d  n e e d  a d d i t i o n a l  
i n f o r m a t i o n ,  p l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  e i t h e r  D a v e  H e n n i g a n  
a t  2 6 1 - 3 0 0 2  o r  J a n e  G r i f f i t h  a t  2 6 1 - 3 0 5 3 .

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

D i c k  T o w e l l  
A c t i n g  A d m i n i s t r a t o r
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F E B R U A R Y  21, 1993

R E P R E S E N T A T . T V E  G A R Y  L. D A V I S  
A L A S K A  S T A T E  L E G I S L A T U R E  
S T A T E  C A P I T O L  
J U N E A U ,  A L A S K A  9 9 8 0 1

D E A R  R E P R E S E N T A T I V E  D A V I S

W E  S U P P O R T  H O U S E  B I L L  155, "AN A C T  R E L A T I N G  T O  A U D I T S  O F  
H E A L T H  FACILITIES.**

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

A U D I T S  H A V E  B E E N  C O N D U C T E D  A T  T H I S  F A C I L I T Y  F O R  T H E  F I S C A L  
Y E A R S  1 9 8 5 — 1987, A N D  1 9 9 0 - 1 9 9 1 .  T H E  A U D I T S  F O R  F I S C A L  
Y E A R S  1 9 8 5 - 8 7  (TH R E E  Y E A R S )  W E R E  P E R F O R M E D  R O U G H L Y  A L L  A T  
T H E  S A M E  T I M E  I N  L A T E  1 988. T H E  A U D I T S  F O R  1 9 9 0  A N D  1 9 9 1  
W E R E  C O N D U C T E D  I N  1992. F O R  F I S C A L  Y E A R  19 8 8  T H E  A U D I T  
W O R K  W A S  B E G U N ,  B U T  N O T  C O M P L E T E D .  N O  A U D I T  W O R K  H A S  B E E N  
P E R F O R M E D  F O R  1989 T O  T H E  B E S T  O F  M Y  K N O W L E D G E .

T O  H A V E  T H R E E  Y E A R S  O F  A U D I T S  P E R F O R M E D  A T  O N C E  R E Q U I R E S  A  
D I S R U P T I O N  T O  T H E  O P E R A T I O N  O F  T H E  F A C I L I T Y .  T H E  F A C I L I T Y  
M U S T  A N S W E R  Q U E S T I O N S  R E L A T E D  T O  T H E  P A S T  T H R E E  Y E A R S  A N D  
T U R N O V E R  O F  P E R S O N N E L  A T  A  F A C I L I T Y  M A Y  M A K E  T H I S  
D I F F I C U L T .

T H E  A U D I T S  T H A T  W E R E  C O N D U C T E D  F O R  1991, W A S  V E R Y  T I M E  
C O N S U M I N G  F R O M  T H E  N U M B E R  O F  Q U E S T I O N S .  I N  A D D I T I O N  T H E  
F A C I L I T Y  W A S  A N S W E R I N G  Q U E S T I O N S  T H A T  S H O U L D  H A V E  B E E N  
A D D R E S S E D  I N  E A R L I E R  A U D I T S .

O N L Y  1 9 85, 1 9 86, A N D  1 9 8 7  A R E  F I N A L I Z E D  A S  I T  R E L A T E S  T O  A  
F I N A L  A U D I T  R E P O R T .

T H E  P U R P O S E  O F  T H I S  B I L L  IS T O  P R O V I D E  T I M E L Y  A U D I T S  T O  
T H E  F A C I L I T Y ,  A L L O W  A N  O P P O R T U N I T Y  T O  R E V I E W  T H E  A C C U R A C Y  
O F  T H E  A U D I T ,  A N D  A L L O W  F O R  A  F U L L  H E A R I N G  O N  T H E  I S S U E S  
T H A T  T H E  F A C I L I T Y  D I S A G R E E S  W I T H .
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F A C I L I T I E S  M U S T  H A V E  T I M E L Y  D U E  P R O C E S S  O F  A U D I T S  S O  T H A T  
T H E  I M P A C T  T O  O P E R A T I O N S  I S  N O T  S U B S T A N T I A L .

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

W E  F E E L  T H I S  A  F A I R  B I L L  B O T H  F O R  T H E  F A C I L I T Y  A N D  T H E  
D E P A R T M E N T  A S  W R I T T E N .  T H E  B I L L  .’L A C E S  R E S P O N S I B I L I T I E S  O N  
B O T H  T H E  D E P A R T M E N T  A N D  T H E  F A C I L I T Y .  T H E  B I L L  S H O U L D  
A L L O W  A U D I T S  T O  B E  C O M P L E T E D  W I T H I N  A  YEAR, A N D  B O T H  T H E  
F A C I L I T Y  A N D  T H E  D E P A R T M E N T  M A Y  C L O S E  O U T  T H O S E  Y E A R S  I N  A 
T I M E L Y  F A S H I O N .

B I L L  H A R R I S O N
A S S O C I A T E  E X E C U T I V E  D I R E C T O R / F I N A N C E



A L A S K A  STATE

H o s p it a l  &  N u r s in g  H o m e
A SS O C IA T IO N

F e b r u a r y  19, 1993

R e p r e s e n t a t i v e  C y n t h i a  T o o h e y ,  C o - C h a i r m a n
H E S S  C o m m i t t e e
H o u s e  of  R e p r e s e n t a t i v e s
S t a t e  C a p i t o l
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

Re: S u p p o r t  H B  155, M e d i c a i d
A u d i t s

D e a r  R e p r e s e n t a t i v e  T o o h e y :

C o m m u n i t y  h o s p i t a l  a n d  n u r s i n g  h o m e  m e m b e r s  o f  o u r  A s s o c i a t i o n  
a s k  y o u r  s u p p o r t  f o r  H B  155, p r o v i d i n g  a t i m e l y  p r o c e s s  for 
D e p a r t m e n t  o f  H e a l t h  & S o c i a l  S e r v i c e  t o  a u d i t  
M e d i c a i d  r e i m b u r s e m e n t  t o  h e a l t h  f a c i l i t i e s .

W e  h a d  a t t e m p t e d  to r e s o l v e  t h Js p r o b l e m  w i t h  t h e  D e p a r t m e n t  
d u r i n g  t h e  p a s t  t w o  y e a r s ,  b u t  w e r e  n o t  s u c c e s s f u l .

H B  155 w i l l  c u t  d o w n  on  t h e  n u m b e r  of d i s p u t e s  a n d  a p p e a l s  b y  
h e a l t h  f a c i l i t i e s  w i t h  t h e  D e p a r t m e n t  w h e n  it u s e s  u n a p p r o v e d  
a u d i t s  in s e t t i n g  r e i m b u r s e m e n t  rates.

A S H N H A  V P  f o r  F i n a n c i a l  A f f a i r s ,  G a r r e y  P e s k a  a n d  f i n a n c i a l  
o f f i c e r s  f r o m  s e v e r a l  h o s p i t a l s  a n d  n u r s i n g  h o m e s  l o o k  f o r w a r d  to 
r e v i e w i n g  t h i s  i s s u e  w i t h  t h e  H o u s e  H E S S  C o m m i t t e e  3 : 0 0  p.m. t h i s  
W e d n e s d a y  a f t e r n o o n .

We w i l l  do  o u r  b e s t  t o  a n s w e r  a n y  q u e s t i o n s  y o u  m a y  h a v e  a n d  
a s k  y c u r  s u p p o r t  f o r  H B  155.

M a n y  t h a n k s .

S i n c e r e l y ,

P r e s i d e n t / C E O

319 S e w a r d  S t r e e t  #11 • J u n e a u ,  AK 99801 • (907) 586-1790 • F a x  (907) 463-3573
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C O R D O V A

C O M M U N I T Y

HOSPITAL A cu te  and  Longterm  C a re  C ity -O w ned  Facility 
P .O . Box 160 • C o rdova , A laska 99574 • Plione: 1997) 424-8000

F e b r u a r y  23, 19 9 3

G a r y  L. D a v i s ,  R e p r e s e n t a t i v e  
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D e a r  R e p r e s e n t a t i v e  D a v i s :

T h a n k  y o u  f o r  i n t r o d u c i n g  H o u s e  B i l l  155. W i t h  y o u r  h e l p  w e  c a n  
g e t  t h i s  B i l l  p a s s e d  a n d  i n t o  law.

T h e  p r e s e n t  s y s t e m  o f  d o i n g  a u d i t s  i n  t h e  h e a l t h  c a r e  f a c i l i t i e s  
h a s  n o t  w o r k e d .  T h i s  ia d u e  i n  p a r t  t o  t h e r e  b e i n g  n o  p r e s e t  
s y s t e m  w i t h  d e a d l i n e s  f o r  t h e  D e p a r t m e n t  t o  m e e t ,  o n l y  d e a d l i n e s  
f o r  t h e  f a c i l i t i e s .  W e  h a v e  h a d  t r o u b l e  a t  C o r d o v a  C o m m u n i t y  
H o s p i t a l  s i n c e  1 9 8 5  a n d  t h e  H o s p i t a l  t o o k  t h e  D e p a r t m e n t  t o  t h e  
S u p r e m e  C o u r t  o v e r  t h a t  a u d i t .  T h e  Depe r t m e n t  s t i l l  h a s  n o t  
s i g n e d  o f f  o n  t h e  C o u r t ' s  d e c i s i o n .  S e t t i n g  t e m p o r a r y  r a t e s  o n  
u n a u d i t e d  c o s t  r e p o r t s  h a s  g o t  t o  s t op.

W e  m u s t  h a v e  t i m e l y  a u d i t s  t h a t  a r e  f i n a l  to  s t o p  t h e  c o n t i n u e d  
l a w s u i t s  w e  h a v e  a g a i n s t  t h e  D e p a r t m e n t .  A t  t h e  p r e s e n t  t i m e  o u r  
r a t e s  a r e  s e t  in  c o u r t  n o t  b y  t h e  R a t e  C o m m i s s i o n .  T h i s  a d d s  t o  
t h e  c o s t  o f  h e a l t h  c a r e  i n  t h e  S t a t e  o f  A l a s k a .

A g a i n ,  t h a n k  y o u  f o r  y o u r  h e l p .




