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CS FOR SENATE B ILL NO. 106(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR TAYLOR

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to actions of the Department of Health and Social Services 

regarding certain health facility payments; and relating to rates of payment to 

health facilities."

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

* Section 1. AS 47.07.075 is amended to read:

Sec. 47.07.075. Administrative procedure, (a) Actions of the department 

regarding health facility payment rates under this chapter and AS 47.25.120 -

47.25.300 are subject to provisions of AS 44.62 (Administrative Procedure Act) except 

as provided in (b). (c). fd), or (e) of this section.

(b) The commissioner shall [,] by regulation [,] establish time limits applicable 

to the various phases of an administrative appeal process involving an appeal of the 

amount of a payment rate set by the department for a facility. The time limits set 

under the regulations supersede conflicting time limits in AS 44.62.330 - 44.62.630. 

The regulations must provide that
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[(I)] a hearing for an appeal described in this subsection must be 

scheduled under AS 44.62.410 to occur no more than 120 days after written notice of 

rate appeal has been received by the department from a facility unless the facility 

requests a delay or good cause for the delay is demonstrated to the satisfaction of the 

hearing officer [;

(2) THE COMMISSIONER MUST, WITHIN 30 DAYS AFTER 

RECEIVING iHE RECOMMENDATION OF THE HEARING OFFICER, EITHER 

RENDER A DECISION IN THE CASE OR REFER THE CASE BACK TO A 

HEARING OFFICER FOR ADDITIONAL FINDINGS;

(3) IF EITHER TIME LIMIT SET UNDER (1) OR (2) OF THIS 

SUBSECTION IS NOT MET, THE DEPARTMENT SHALL REPORT THE 

NONCOMPLIANCE TO THE LEGISLATURE AND THE GOVERNOR BY THE 

FOLLOWING JANUARY 20 WITH AN EXPLANATION OF THE LENGTH OF 

DELAY, REASONS FOR THE DELAY, AND PROPOSED CORRECTIVE ACTION 

BY THE DEPARTMENT TO AMELIORATE THE CAUSES OF DELAY].

* Sec. 2. AS 47.07.075 is amended by adding new subsections to read:

(c) The commissioner shall, within 30 days after receiving the recommendation 

of the hearing officer, render a final administrative decision in the case unless the 

facility requests a delay. I f  after 30 days the commissioner does not render a final 

administrative decision, the hearing officer’s recommendation becomes the final 

administrative decision. A final administrative decision under this subsection is subject 

to judicial review as a final administrative order under AS 44.62.560 and 44.62.570.

(d) I f  the time limit set under (b) of this section is not met, the department j 

shall report the noncompliance to the legislature and the governor by the following 

January 20 with an explanation of the length of delay, reasons for the delay, and 

proposed corrective action by the department to ameliorate the causes of delay.

(e) At the request of any party, the department may offer a process of 

voluntary mediation.

* Sec. 3. HEALTH FACILITY PAYMENT RATES, (a) On or before the convening of 

the Second Regular Session of the Twenty-First Alaska State Legislature, the Department of 

Health and Social Services shall provide in a report to the legislature the rates developed
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under this section and the recommendations and other information required by this section.

(b) The department shall develop proposed rates of payment for hospitals and nursing 

facilities to be used under AS 47.07 and AS 47.25.120 - 47.25.300. The department shall 

develop the ntes under the provisions, including the hearing requirements, of AS 47.07.070, 

sxcept as otherwise modified by this section. The department is not required to comply with 

the criteria of AS 47.07.070(b) or with AS 47.07.070(e) when developing the rates or to 

ippoint a technical advisory committee under AS 47.07.070(f). Notwithstanding 

AS 47.07.070,

(1) the rates must be based on a fair rate for costs of patient care;

(2) the department is not required to set individual rates for each facility; and

(3) the department may recommend mandatory alternative rate setting 

nethodologies for facilities based on differences in licensing or certification, services 

)rovided, facility size, patient utilization, community size, facility location, or combinations 

>f these factors; these alternative rate setting methodologies may include payment rates 

:alculated for groups of facilities or services.

(c) The department shall identify in the report under this section any alternative rate 

etting methodologies as well as the rates.

(d) The legislature finds that 90 percent of the appeals in the setting of rates originate 

rom problems with certain areas in the applicable regulations. These problem areas include 

olume changes in long-term care under 7 AAC 43.685, the handling of long-term care under

AAC 43.686, rion-reimbursable areas under 7 AAC 43.686, year-end conformance under 7 

iA C  43.685 and 7 AAC 43.691, audits under 7 AAC 43.693, and arbitrary treatment and 

iconsistent annual treatment of facilities under 7 AAC 43.679 and 7 AAC 43.680. The 

epartment shall examine and review these problem areas and include in the report required 

y this section the department’s recommendations, including specific changes, on how these 

reas could be improved to reduce appeals.

(e) The department shall work with the Alaska State Hospital and Nursing Homes 

.ssociation when developing the rates and recommendations under this section.

(f) In this section,

(1) "costs of patient care" includes reasonable costs of

(A) current operations, including salaries and wages, purchased
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services, supplies, insurance, leases, depreciation, taxes, interest expense, maintenance, 

and other health facility operating expenses; and

(B) education, research, and appropriate capital development;

(2) "department" means the Department of Health and Social Services;

(3) "rates" means the rates of payments for health facilities to be used under 

AS 47.07 and AS 47.25.120 - 47.25.300..
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A M E N D M E N T

O F F E R E D  IN  T H E  S E N A T E  
T O : CSSB 106(JU D )

B Y  S E N A T O R  T O R G E R S O N

i v i c j V c h l . l  S r .U)-  [V /lC c f./ 
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Page 1, lin e  2, fo l lo w in g  “ paym ents” :
Inse rt “ ;and re la tin g  to  rates o f  paym ent to hea lth  fa c il i t ie s ”

Page 2, fo l lo w in g  lin e  25:
In se rt a n e w  b i l l  section to read:

“ *Sec. 3. H E A L T H  F A C IL IT Y  P A Y M E N T  R A T E S , (a ) O n  o r before  
the co nven in g  o f  the Second R egular Session o f  the  T w e n ty -F irs t A laska  
State Le g is la tu re , the D epartm ent o f  H ea lth  and S oc ia l S erv ices sha ll 
p ro v id e  in  a re p o rt to  the leg is la tu re  the rates deve loped  u n de r th is  secticn  
and the recom m enda tions and other in fo rm a tio n  re q u ire d  b y  th is  section.

(b ) The departm ent sha ll develop proposed ra;es o f  paym en t fo r  
hosp ita ls  and n u rs in g  fa c ilit ie s  to be used under A S  4 7 .0 7  and A S  47.25.120 
-  47 .25 .300 . The departm ent shall develop the rates u n de r the p rov is ions , 
in c lu d in g  the hearing  requirem ents, o f  A S  47 .07 .070 , excep t as o therw ise  
m o d if ie d  b y  th is  section. The departm ent is n o t re q u ire d  to  c o m p ly  w ith  the 
c rite r ia  o f  A S  47 .07 .070 (b ) o r A S  47.07.070(e) w hen d e ve lo p in g  the rates or 
to appo in t a techn ica l adv iso ry  com m ittee  under A S  4 7 .0 7 .0 7 0 (f). 
N o tw ith s ta n d in g  A S  47.07.070,

(1 ) the rates m ust be based on a fa ir  rate fo r  
reasonable costs o f  p a tien t care;

(2 ) the departm ent is n o t re q u ire d  to  set in d iv id u a l 
rates fo r  each fa c ility ;  and

(3 ) the departm ent m a y  recom m end  m andatory 
a lte rna tive  rate  se tting  m ethodo log ies fo r  fa c ilit ie s  based on 
d iffe rences in  lice n s ing  o r ce rtifica tio n , serv ices p ro v id e d , fa c ili ty  
size, p a tien t u tiliz a tio n , co m m un ity  size, fa c i l i ty  lo c a tio n , or 
co m b ina tio ns  o f  these factors; these a lte rna tive  ra te  se tting



1 m e thodo log ies  m ay inc lude paym en t rates ca lcu la ted fo r  groups o f
2 fa c ilit ie s  o r services.
3 (c ) The  departm ent shall id e n tify  in  the re p o rt under th is  section any
4 a lte rna tive  rate se tting  m ethodologies as w e ll as the rates.
5 (d ) The  leg is la tu re  finds that 90 percent o f  the appeals in  the setting
6 o f  rates o rig in a te  fro m  problem s w ith  ce rta in  areas in  the app licab le
7 re gu la tio ns . These p rob lem  areas inc lude  vo lum e  changes in  long -te rm  care
s under 7 A A C  43.685, the hand ling  o f  lo n g -te rm  care under 7 A A C  43.686,
9 n o n -re im bu rsa b le  areas under 7 A A C  43.686, year-end conform ance under 7

10 A A C  43.685 and 7 A A C  43.691, audits under 7 A A C  43.693, and a rb itra ry
11 trea tm en t and inconsis ten t annual treatm ent o f  fa c ilit ie s  under 7 A A C  43.679
12 and 7 A A C  43.680. The departm ent sha ll exam ine and re v ie w  these
13 p ro b le m  areas and inc lude  in  the report requ ired  b y  th is  section the
14 de pa rtm e n t’s recom m endations, in c lu d in g  sp e c ific  changes, on h o w  these
is areas co u ld  be im p ro ve d  to reduce appeals.
16 (e) The departm ent shall w o rk  w ith  the A la ska  State H osp ita l and
17 N u rs in g  H om es A ssoc ia tion  when deve lop ing  the rates and
is recom m enda tions under th is section.
19 ( f )  in  th is  section,
20 (1 ) “ costs o f  patien t care”  inc ludes reasonable costs o f
21 (A )  curren t operations, in c lu d in g  salaries and wages,
22 purchased services, supplies, insurance, leases, deprecia tion ,
23 taxes, in terest expense, m aintenance, and o the r hea lth  fa c ility
24 opera ting  expenses; and
25 (B ) education, research, and approp ria te  cap ita l
26 developm ent;
27 (2 ) “ departm ent”  means the D epa rtm en t o f  H e a lth  and Social
28 Sendees;
29 (3 ) “ rates”  means the rates o f  paym ents  fo r  hea lth  fa c ilit ie s  to
30 be used under A S  47.07 and A S  47 .25 .120  -  47 .25 .300.”
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A M E N D M E N T

OFFERED IN THE SENATE 
TO: CSSB 106(JUD)

BY SENATOR TORGERSON

lY\C>V<?d b tj -W l-  P cl'L f ltT -L ) 

lo |o  cTjj(- c h t*v» t /M o rfr/^d

1 Page 1, line 8
2 Delete: “ ,(c), or (d)”
3 Insert “ ,(c), (d) or (e)”

4 Page 2, line 17 following “ case”
5 Insert “ unless the facility requests a delay”

6 Page 2, following line 25
7 Insert a new subsection to read:
8 (e) At the request o f any party, the department may offer a process
9 o f voluntary mediation.
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CS FOR SENATE BILL NO. 106(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): SENATOR TAYLOR

A BILL  

FOR AN ACT ENTITLED  

"An Act relating to actions of the Department of Health and Social Services 

regarding certain health facility payments; and relating to rates o f paym ent to 

health facilities."

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

* Section 1. AS 47.07.075 is amended to read:

Sec. 47.07.075. Administrative procedure, (a) Actions of the department 

regarding health facility payment rates under this chapter and AS 47.25.120 -

47.25.300 are subject to provisions of AS 44.62 (Administrative Procedure Act) except 

as provided in fb). (c), fd). or (e) of this section.

(b) The commissioner shall [,] by regulation [,] establish time limits applicable 

to the various phases of an administrative appeal process involving an appeal of the 

amount of a payment rate set by the department for a facility. The time limits set 

under the regulations supersede conflicting time limits in AS 44.62.330 - 44.62.630. 

The regulations must provide that
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[(1)] a hearing for an appeal described in this subsection must be 

scheduled under AS 44.62.410 to occur no more than 120 days after written notice of 

rate appeal has been received by the department from a facility unless the facility 

requests a delay or good cause for the delay is demonstrated to the satisfaction of the 

hearing officer [;

(2) THE COMMISSIONER MUST, WITHIN 30 DAYS AFTER 

RECEIVING THE RECOMMENDATION OF THE HEARING OFFICER, EITHER 

RENDER A DECISION IN THE CASE OR REFER THE CASE BACK TO A 

HEARING OFFICER FOR ADDITIONAL FINDINGS;

(3) IF EITHER TIME LIM IT SET UNDER (1) OR (2) OF THIS 

SUBSECTION IS NOT MET, THE DEPARTMENT SHALL REPORT THE 

NONCOMPLIANCE TO THE LEGISLATURE AND THE GOVERNOR BY THE 

FOLLOWING JANUARY 20 WITH AN EXPLANATION OF THE LENGTH OF 

DELAY, REASONS FOR THE DELAY, AND PROPOSED CORRECTIVE ACTION 

BY THE DEPARTMENT TO AMELIORATE THE CAUSES OF DELAY].

* Sec. 2. AS 47.07.075 is amended by adding new subsections to read:

(c) The commissioner shall, within 30 days after receiving the recommendation 

of the hearing officer, render a final administrative decision in the case unless the 

facility requests a delay. I f  after 30 days the commissioner does not render a final 

administrative decision, the hearing officer’s recommendation becomes the final 

administrative decision. A final administrative decision under this subsection is subject 

to judicial review as a final administrative order under AS 44.62.560 and 44.62.570.

(d) I f  the time limit set under (b) of this section is not met, the department 

shall report the noncompliance to the legislature and the governor by the following 

January 20 with an explanation of the length of delay, reasons for the delay, and 

proposed corrective action by the department to ameliorate the causes of delay.

(e) At the request of any party, the department may offer a process of 

voluntary mediation.

* Sec. 3. HEALTH FACILITY PAYMENT RATES, (a) On or before the convening of 

le Second Regular Session of the Twenty-First Alaska State Legislature, the Department of 

'ealth and Social Services shall provide in a report to the legislature the rates developed
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under this section and the recommendations and other information required by this section.

(b) The department shall develop proposed rates of payment for hospitals and nursing

facilities to be used under AS 47.07 and AS 47.25.120 - 47.25.300. The department shall

develop the rates under the provisions, including the hearing requirements, of AS 47.07.070,

except as otherwise modified by this section. The department is not required to comply with

the criteria of AS 47.07.070(b) or with AS 47.07.070(e) when developing the rates or to

appoint a technical advisory committee under AS 47.07.070(f). Notwithstanding

AS 47.07.070, ^  „  . . a, .
C Q u & b o n a te X L  o c o m 2 d

(1) the rates must be based on a fair rate for^costs of patient care;

(2) the department is not required to set individual rates for each facility; and

(3) the department may recommend mandatory alternative rate setting 

methodologies for facilities based on differences in licensing or certification, services 

provided, facility size, patient utilization, community size, facility location, or combinations 

of these factors; these alternative rate setting methodologies may include payment rates 

calculated for groups of facilities or services.

(c) The department shall identify in the report under this section any alternative rate 

setting methodologies as well as the rates.

(d) The legislature finds that 90 percent of the appeals in the setting of rates originate 

from problems with certain areas in the applicable regulations. These problem areas include 

yolume changes in long-term care under 7 AAC 43.685, the handling of long-term care under 

7 AAC 43.686, non-reimbursable areas under 7 AAC 43.686, year-end conformance under 7 

\A C  43.685 and 7 AAC 43.691, audits under 7 AAC 43.693, and arbitrary treatment and 

nconsistent annual treatment of facilities under 7 AAC 43.679 and 7 AAC 43.680. The 

iepartment shall examine and review these problem areas and include in the report required 

>y this section the department’s recommendations, including specific changes, on how these 

ireas could be improved to reduce appeals.

(e) The department shall work with the Alaska State Hospital and Nursing Homes 

Association when developing the rates and recommendations under this section.

(f) In this section,

(1) "costs of patient care" includes reasonable costs of

(A) current operations, including salaries and wages, purchased

WORK DRAFT WORK DRAFT 1-LS0424YH
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and other health facility operating expenses; and

(B) education, research, and appropriate capital development;

(2) "department" means the Department of Health and Social Services;

(3) "rates" means the rates of payments for health facilities to be used under
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A M E N D M E N T  ^

SENATE FINANCE
COMMITTEE _

Amendment Number: i-LS0424\G.7

TO: CSSB 106(JUD)

1 Page 2, following line 25:

2 Insert new bill sections to read:

3 "* Sec. 3. TRANSITIONAL PROVISIONS, (a) Notwithstanding AS 47.07.075(c),

4 enacted in sec. 2 of this Act, within 30 days after the effective date of this Act, the

5 commissioner of health and social services shall render a final administrative decision in each

6 rate appeal that is pending as of the effective date of this Act if

7 (1) the hearing officer has issued a proposed decision to the commissioner

S before the effective date of this Act;

9 (2) the commissioner has not issued a final administrative decision in the

10 matter; and

11 (3) the commissioner

12 (A) has not, before the effective date of this Act, remanded to the

13 hearing officer the most recent proposed decision by the hearing officer; or

14 (B) has remanded the proposed decision to the hearing officer on or

15 after April 20, 1999, but before the effective date of this Act.

16 (b) I f  a rate appeal that is pending as of the effective date of this Act was remanded

17 by the commissioner lo the hearing officer before the effective date of this Act and the

18 circumstances for disposition of the rate appeal are not described in (a)(1) - (3) of this

19 section, the 30 day period in which the commissioner must render a final administrative

20 decision in the rate appeal under AS 47.07.075(c), enacted in sec. 2 of this Act, begins when

21 the commissioner receives a proposed decision from the hearing officer after the remand.

22 (c) I f  the commissioner fails to comply with the requirements of (a) of this section,

23 the hearing officer’s recommendation becomes the final administrative decision. A final

24 administrative decision under this subsection is subject to judicial review as a final

25 administrative order under AS 44.62.560 and 44.62.570.

l - 1 -



1 (d) I f  the commissioner fails to comply with the requirements of (a) of this section,

2. the department shall report the noncompliance to the legislature and the governor by the

3 following January 20 ’ dth an explanation of the length of delay, reasons for the delay, and

4 proposed corrective action by the department lo ameliorate the causes of delay.

5 (e) In this section,

6 (1) "commissioner" means the commissioner of health and social services;

7 (2) "department" means the Department of Health and Social Services;

8 (3) "rale appeal" means an administrative appeal of a health facility payment

9 rate under AS 47.07 or AS 47.25.120 - 47.25.300.

10 * Sec. 4. APPLICABILITY. Except as provided in sec. 3 of this Act, secs. 1 and 2 of this

11 Act apply to rale appeals that are begun on or after the effective date of this Act or that are

12 pending as of the effective date of this Act."

1-LS0424\G.7
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L E G A L  S E R V I C E S

(907) 465-3867 o r 4 6 5 -2 4 5 0  
FAX (907) 465-2029  
Mail S top 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

M F . M O R A N n i l  M April 26, 1999

SUBJECT:

TO:

FROM:

Draft CSSB 106(FIN) (Work Order No. 21-LS0424\H)

Senator Sean Parnell, Co-Chair 
Senate Finance Committee 
Attn: Jerry

i l lieresa Bannister 
Legislative Counsel

This memo accompanies a draft of the bill described above.

1. Request for delay. In proposed sec. 47.07.075(c), the committee added the clause, 
"unless the facility requests a delay." The 30-day deadline in the second sentence of (c) is 
now unclear because it does not recognize the fact that there might be a delay. I f  consistent 
with your intent, you could rewrite the second sentence lo read: " I f  the commissioner does 
not render a final administrative decision within 30 days after receiving the recommendation 
of the hearing officer and the facility has not requested a delay, the hearing officer's 
recommendation becomes the final administrative decision."

2. Voluntary mediation. Does the language of proposed sec. 47.07.075(e), which allows the 
department to offer a process o f voluntary mediation, override the time requirements of 
proposed sec. 47.07.075(b)? Does it override the provisions o f (c) i f  mediation is chosen 
after the commissioner has received the recommendation of the hearing officer?

3. Cross-reference. In proposed sec. 47.07.075(d), should the cross-reference to "(b)" 
actually be "(c)." It is my understanding of the intent o f sec. 47.07.075(d) that it refers to (c).

I f  I may be o f further assistance, please advise.

TLB:pI:glc 
99-061 .plm
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A l a s k a  S t a t e  L e g i s l a t u r e

Stale C ap ito l 
J u n e a u , A laska 99801-1182 

(9 07 ) -165-3873 
F ax : (9 07 ) -i65-3922

50  Front S treet 
Suite 203 

K etch ik an , A laska 99901 
(9 07 ) 225-8088 

Fax: (907 ) 225-0713

SB 106

“ A n  A c t  r e la t in g  to  d e c is io n s  r e g a rd in g  c e r ta in  h e a lth  f a c i l i t y
p a y m e n ts ”

SB  106, “ A n  A c t  re la tin g  to decis ions regard ing  certa in  health  fa c il i ty  
paym en ts” , is  m eant to  co rrect a p rob lem  w ith  the M e d ic a id  Rate Setting  
and A p p ea ls  process. M e d ica id  p rov ide rs  have experienced p rob lem s w ith  
the M e d ic a id  appeal process because ve ry  fe w  decis ions ever becom e fin a l.

T he  M e d ic a id  rate setting  and appeal process is as fo llo w s : The  M e d ica id  
p ro v id e r  paym en t rates are set annua lly  at an in fo rm a l hearing  before  the 
M e d ic a id  Rate A d v is o ry  C om m iss ion , w h ich  is s im p ly  a d v iso ry  to  the 
D ep a rtm en t. I f  the p ro v id e r disagrees w ith  the paym en t rate, the p ro v id e r 
m ay appeal the rate  b y  requesting  a fo rm a l e v id e n tia ry  hearing  be fore  a 
H e a rin g  E xam ine r. The  H ea ring  E xa m in e r conducts a fo rm a l hearing  on 
the appeal and issues a proposed decis ion  to  the C om m iss ione r o f  H ea lth  
and S o c ia l Services. The hearings are o ften  in  excess o f  ten days and are 
expens ive  fo r  the fa c ility . The H earing  E xa m in e r’ s dec is ion  m ust then be 
approved  b y  the C om m iss ioner o f  the D epartm en t be fo re  the decis ion  
becom es fin a l.

R ather than issu ing  f in a l decisions, the C om m iss ion e r cons is ten tly  remands 
proposed  decis ions back to  the H earing  E xa m in e r fo r  fu rth e r proceedings 
w ith  in s tru c tio n s  tha t usua lly  do no t fo l lo w  the rem and o rder u n t il several 
m onths la te r. T he  results are that the a d m in is tra tive  appeals process takes 
severa l years to  com ple te , p reven ting  p ro v id e rs  fro m  o b ta in in g  a f in a l rate 
and, subsequently  p recluded fro m  ob ta in in g  re lie f. W h ile  a dec is ion  has 
been rem anded, the fa c i l i ty  is also precluded fro m  appea ling  to  the 
S u p e r io r  C ou rt.

A  p ro v id e r ’ s in a b ili ty  to get a fa ir  rate set, coup led  w ith  appeals that are 
lo g  ja m m e d  fo r  years, resu lt in  fa c ilit ie s  no t be ing  adequate ly re im bursed 
fo r  p ro v id in g  services to  M e d ica id  patients. W ith o u t some k in d  o f  due 
process, m any healthcare p rov ide rs  w i l l  e ve n tu a lly  be fo rced  ou t o f  
business.

District A:
ilytlcr • Ketchikan • Kuprcanof • Meyers Chuuk • Petersburg • Saxman • Sitka • Wrangell

Chairman,
Judiciary Committee 
Administrative Regulations 
Revenue Committee

Vice Chairman,
Resources Committee

S e n a t o r  R o b i n  L . T a y l o r

S P O N S O R  S T A T E M E N T
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The Medicaid rate setting and appeal process is as follows: The Medicaid provider payment rates 
are set annually at an informal hearing before the Medicaid Rate Advisory Commission, which is 
simply advisory to the Department. If the provider disagrees with the payment rate, the provider 
may appeal the rate by requesting a formal evidentiary hearing before a Hearing Examiner. The 
Hearing Examiner conducts a formal hearing on the appeal and issues a proposed decision to the 
Commissioner o f Health and Social Services. The hearings are often in excess o f ten days and are 
expensive for the facility. The Hearing Examiner’s decision must then be approved by the 
Commissioner o f the Department before the decision becomes final.

Medicaid providers have experienced problems with the Medicaid appeal process because very few  
decisions ever become final, and those that do, are in the Department's favor.

» Over the past several years, the Commissioner has issued only two final decisions.

One final decision was clearly in favor o f the Department, and the other final decision has been 
interpreted by the Department as being in its favor as well. Thus, the Commissioner ban not issued 
a single final decision in the past several years that is in favor of the Medicaid providers.

• Rather than issuing final decisions, the Commissioner consistently remands proposed 
decisions back to the Hearing Examiner for further proceedings with instructions that 
usually do not follow the remand order until several months later.

The result is that the administrative appeals process takes several years to complete, preventing 
providers from obtaining a final rate and, subsequently precluded from obtaining relief.

• While a decision has beenremanded, the facility is also precluded from appealing to Superior 
Court.

Many o f  the facilities have had the hearing officer’s favorable proposed decision remanded three 
or four times by the Commissioner.

•  Out o f twenty-four healthcare providers that have rates set once a year, forty-two rate appeals 
are currently in process.

The Commissioner is required by Statute to act on hearing officer's propored decisions within thirty 
(30) days after the proposed decision is filed. However, the Commissioner has not complied with 
this 30 day requirement on numerous occasions. Rather, the Commissioner's usual practice, when 
the proposed decision ii in the provider's favor, is to remand the case back to the Hearing Examiner 
sometime more than 30 days after the proposed decision is filed. Instructions are then issued several 
months later, and in one case, almost one year later. The one and only time that the Commissioner

MEDICAID RATE SETTING AND APPEALS PROCESS

P a g e  1 o f 2



acted on and adopted a proposed decision within the 30 days is when the proposed decision was 
in the Department's favor.

• Thirteen proposed decisions have been issued by the Department's Hearing Examiner 
between January 1, 1990, and December 31, 1998. This list was produced by the 
Department.

• One decision was not subject to a remand by the Commissioner. That one case was adverse 
to the provider, and was adopted by the Commissioner on January 25,1999.

In a recent proposed decision by the Hearing Examiner, the Departments staff, who set the 
original Medicaid rate, was found to be arbitrary and capricious and without authority for their 
conduct. The Departments staff was also cited for the preparation and filing o f inaccurate and 
incorrect documents.

A  providers’ inability to get a fair rate set, coupled with appeals that are log jammed for years, 
results in facilities not being adequately reimbursed for providing services to Medicaid patients. 
Without some kind o f due process, many healthcare providers will eventually be forced out o f 
business.

P a g e  2  o f  2
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The Hearing Examiner* have issued a total of Thirteen Proposed Decisions involving Thirteen 
cases during the period from January 1,1990, to December 31,1998:

1. Our Lady of Compassion Can Center, 9Q-MRC-02, appeal tiled 1/22/90;
* Proposed Decision issued March 12,1991;

Remanded by Commissioner 4/3/91.
Stipulation to Dismiss signed 7/20/94 by Jay Livcy.

2. Central Peninsula, 9I-MRC-04, appeal filed-5/23/91;
* Proposed Decision issued 9/9/94;

Remanded by Commissioner 10/10/94;
* Proposed D ecision on Remand issued 10/31/94;

Proposed Decision on Remand adopted \ 1/4/94.

3. Norton Sound, 91-MRC-03, appeal filed 2/20/91;
* Proposed Decision on Issues Other Than Telephone Lease issued 5/8/95; adopted 6/9/95;
* Proposed Decision on Telephone Lease issued 11/8/95;

Remanded by Commissioner 12/13/95;
* Proposed Decision on Remand issued 1/4/96;

Proposed Decision on Remand adopted 1/22/96.

4. Ketchikan General Hospital, 91-MRC-Q8, appeal filed 10/2/91;
5. Ketchikan General Hospital, 91-MRC-09, appeal filed 10/21/91;

* Proposed Decision issued 1/9/96;
Remanded by Commissioner 2/14/96;

* Proposed Decision on Remaud issued 2/28/96;
Proposed Decision on Remand adopted 3/11/96.

6. St, Ann’s Cart Center, 95-HU-Q2, appeal filed ", 17/95;
* Proposed Decision issued 1/2/97;

Interim Decision and Order by Commissioner 2/5/97;
Order with Instructions on Remand by Commissioner 9/26/9',;
SUlus after Remand: Post-hearing briefing schedule set (due 8/98); c*se stayed 7/29/98 
pending outcome of decision in Wesley eases; status hearing 12/15/98,

7. Bartlett Memorial Hospital, 95~au-05, appeal filed 7/21/95;
8 . Bartlett Memorial Hospital, 96-MRC-05, appeal filed 3/14/96;

* Proposed Decision issued 1/14/97;
Order with Instructions on Remand issued 12/12/97;
Sucus after Remand: Order Granting Partial Summary Judgment on CON issue, issued 
8/20/98; Evidentiary Hearing held 10/20/98-10/29/98;
Post-hearing briefing schedule to be set after transcript prepared.

9. North Star Hospital, 94-MRC-04, appeal filed 9/29/94;
10. North Star Hospital, 95-eu-Q3, appeal filed 2/28/95;
11. North Star Hospital, 95-MRC-Q2, appeal filed 2/21/95;
12. North Star Hospital, 95-MRC-OS, appeal filed 5/25/95;

* Proposed Decision issued 3/27/98;
Interim Decision and Order by Commissioner 5/12/98;

* Proposed Decision After Reconsideration issued 7/28/98;
Order of Remand by Commissioner S/31/98;
Status after Remind; Briefing schedule has been set requiring parries to file supplemental 
briefs with affidavits by 3/5/99.

13. Norton Sound Hospital, 97-MRC-OS, appeal filed 10/16/97;
* Proposed Decision issued 12/31/98.
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Each year the Department sets reimbursement rates for 25 facilities.

• 15 facilities currently have no appeals.

Fairbanks Memorial 
Providence
Petersburg General Hospital 
Providence Extended Care 
Wrangell General Hospital 
Providence Seward 
Cordova Community Hospital 
Alaska Psychiatric Institute

Total: 15

• 10 facilities have appeals pending.

Alaska Regional (10)
North Star (6)
Bartlette Memorial (3)
Valley (2)
Heritage Place (1)

Total: 10 Facilities, 40 Appeals

>  40 appeals are currently outstanding.
>  21 o f these appeals are stayed at the request o f the facility.

• Currently there are no proposed decisions pending in the Commissioner’s Office.

• 6 proposed decisions have been remanded to the Hearing Officer in the past 4 years.

>  No proposed decision has been remanded more than once.

• No Valley Hospital proposed decisions have come to the Commissioner’s Office since 1990.

>  5 Valley rates have been appealed during this time.
>  2 were settled, 1 is currently stayed at request of facility, 2 (1998 and 1999 rates) are 

being scheduled.

Denali Center 
Kodiak Island 
Norton Sound 
Mary Conrad 
Valdez Community 
Central Peninsula 
South Peninsula Hospital

Wesleyan (8)
St. Ann’s Nursing Home (4) 
Charter North (3)
Ketchikan General (2)
Sitka Community (1)



ALASKA STATE

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

March 22, 1999

Senator Robin Taylor 
Room 9 
State Capitol 
Juneau, AK 99801

Dear Senator Taylor:

I am writing in support of SB 106, An Act relating to decisions regarding certain health 
facility payments. As you know, several of the hospitals in the State have had 
administrative appeals before the Hearing Officer o f the Department o f Health and Social 
Services (DHSS), had the hearing officer decisions sent to the Commissioner of DHSS, 
and had them remanded or sent back for more information.

The Alaska State Hospital and Nursing Home Association (ASHNHA) wants to see the 
situation rectified. Not only is it costly to have staff continuously working on appeals, it 
comes with a significant legal cost. In addition, there is an estimated $10 million amount 
o f money claimed by the hospitals as rightfully theirs. We believe that setting a tighter 
final decision date w ill alleviate the situation. CSSB 106 asks that the Commissioner of 
DHSS render a final decision within 30 days after the hearing officer has offered an 
opinion. I f  the Commissioner does not, then the hearing officer’s decision becomes final. 
I f  either side is unsatisfied with that decision, they may proceed directly to court. Right 
now the process can drag on for many years -  this bill should alleviate that.

Please do not hesitate to contact me i f  you have questions or i f  we can La o f benefit to 
you.

Sincerely yours,

Laraine L. Derr 
President/CEO

319 S e w a r d  S t r e e t  #11 • J u n e a u , A K  99801 • (9 0 7 ) 586-1790 • F a x  (9 0 7 ) 463-3573
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February  24, 1999

S enator R ob in  T a y lo r 
A la ska  State Leg is la tu re  
50 F ron t S treet 
S u ite  203
K e tch ikan , A K  99901 

D ea r Senator T a y lo r:

I n a n k  you fo r  yo u r le tte r o f  January 24, 1999 and yo u r co m m itm e n t to 
re v ie w  the a c tiv it ie s  o f  the Departm ent o f  H ea lth  and Socia l Services. I  
canno t express to you  the frustra tion  and fin a n c ia l cost th is  process has 
endured. T h u s  fa r, V a lle y  H osp ita l has incu rre d  $82,250  in  expenses 
de fend ing  o u r pos itio n  to the Departm ent, no t to  m ention  the countless houi 
V a lle y  H o sp ita l s ta ff has spent co m p ilin g  in fo rm a tio n  fo r  ou r legal co u n c il.

Please fee l free  to ca ll on me to e ither te s tify  o r discuss fu rthe r. T h ank  you 

again  fo r  yo u r assistance.

S incere ly ,

D ave P fe ife r
C h ie f E xecu tive  O ffic e r

D P /v Ir

515 E. D A H L I A  ST., P.O. B O X  1687, P A L M E R ,  A K  99645 (907) 746-8600
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April 16, 1999

The Honorable John Torgerson 
Alaska State Senate 
State Capitol Building 
Juneau, AK 99811

Re: SB 106

Dear Senator Torgerwn:

Thank you for your support arid assistance to Wesley Rehabilitation and Care Center. 
As you are aware, Wesley has had a long history o f difficulties dealing with the MRAC 
and Department of Health &  Social Services. Our story o f difficulties unfortunately is 
not different or unique from the experiences o f other health care facilities in the State.

I thank you for your active support o f SB 106 and hope that with its passage new 
opportunities arise to resolve the current appeal system.

When we met in Seward you mentioned that it would be a good idea to look at the total 
reimbursement syrtem, not just the appeals portion. I agree there are problems within 
the system, but i am concerned that if  a new reimbursement system amendment is 
attached to SB 106 some legislators may vote NO even though they support SB 106, 
because amendments are attached. The concerns over the current payment system are 
equally, if  not more complicated than the appeals process.

I urge you to look at drafting a new separate b ill, to address the reimbursement system.
I am confident that the health care facilities would actively participate in exploring and 
developing a new system. A Department designed system w ill only continue a crippled 
system that the Department messed up in the first place.

Again, thank you very much for your assistance. It is great knowing that you are there 
in Juneau representing us.

Please let me know how and if  1 can do anything to help you.

' 9 9 - 0 4 - 1 6  1 6 = 0 0  W ESLEY REHOB & CO RE

Sincerely,

Richard W. Jones. 
Administrator/CEO
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D E P T . O F  H E A L T H  A N D  S O C IA L  S E R V IC E S

OFFICE OF THE COMMISSIONER

TONY KNOWLES, GOVERNOR

P.O. BOX 110601 
JUNEAU, ALASKA 99B11-0601 
PHONE: (907)465-3030 
FAX: (907) 465-3063

April 19, 1999

Senate Finance Committee 
Alaska State Senate 
State Capitol
Juneau, Alaska 99801-1182

Dear Committee Members:

At a recent hearing on SB 106. a letter was distributed, dated April 6, 1999, from Financial 
Consultants of Alaska to Doug Jones, DHSS Audit Manager, accusing the Department o f Health 
and Social Services of deliberately delaying the release of Medicaid audits in order to make it 
more difficult for facilities to respond. I am writing to assure you that this is not the policy of the 
Department.

The audit process that is currently used is the product o f negotiations with the Alaska State 
Hospital and Nursing Home Association (ASHNHA). Much of these negotiations addressed the 
timelines for the completion and release o f audits. This audit process, which is in regulation at 7 
AAC 43.693, contains timelines that the facilities and the Department must follow in conducting 
and issuing audit reports. The Department audits facilities according to these regulations.

The Department issues a Medicaid audit for each facility prior to the setting o f its annual 
Medicaid rate. Medicaid rates are set at two times during the year: half of the facilities in Alaska 
receive a reimbursement rate in December, and half receive one in June. All o f the facilities’ 
audits mentioned in the April 6 letter are used in the June rate setting cycle.

The audits corresponding to the June rate setting were, in fact, released later than usual this year. 
However, this delay was primarily because ASHNHA requested that the Department reconsider 
the treatment of certain facility costs related to dually eligible Medicaid and Medicare patients. 
This request came to the Department on October 1, 1998, and the Department agreed to work 
with an ASHNHA group on this very complicated and technical issue. Completion o f audit work 
was delayed pending the conclusion of the analysis of this issue. Consequently, the delay was due 
to the Department’s desire to foster cooperation with the facilities, not to hinder it, as the letter 
suggests.

06-F38LH p r m lo d o n io c y c ie d p a p o i
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I  would also like to take this opportunity to correct some mistaken impressions that you may have 
with regard to the Department’s handling of Medicaid appeals. First, I  believe that you may have 
been left with the impression that the amount of Medicaid reimbursement denied because of 
appeals is financially crippling Alaska’s health facilities. In fact, the approximately $10 million 
which constitutes the value of outstanding appeals represents only 2,7% of the total Medicaid 
expenditures made to facilities during the same time period.

Considerable attention has also been paid to the Department’s actions regarding Bartlett Regional 
Hospital’s rate appeal and the potential financial affects on that facility. Bartlett’s loss of 
Medicaid revenue, as a result o f the certificate of need issue, amounted to about $24,000 in a year 
in which Medicaid payments to Bartlett were in excess of $1.9 million. During that same year, 
Bartlett’s total revenues were in excess of $30 million and later documentation revealed that 
Bartlett’s Medicaid revenue exceeded its Medicaid costs by nine percent.

The Department is not financially crippling Alaska’s health facilities through the Medicaid rate 
setting and appeals process. However, the Department is trying to be a prudent purchaser of 
health care services, a responsibility that the legislature clearly expects the Department to 
exercise. Had the Department not challenged the $10 million of potential expenditures that 
comprise current appeals, the Medicaid budget would be at least $10 million dollars higher.

I f  you have any question with regard to these complicated issues, please do not hesitate to contact 
me.

Sincerely,

Commissioner

cc: ASHNHA Members
Financial Consultants o f Alaska 
Senator Taylor
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MEDICAID KATE ADVISORY COMMISSION

OPEN APPEAL HISTORY
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Alatlci Regional 
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MEDICAID RATE ADVISORY COMMISSION

OPEN ATPEAL HISTORY

oo Hospital StplembcrJ, 1999 bring appealed

g 97-MRCriH
3
2

<aX SI7-MRC-0S 
S

Alaska Regional yi/95 • iyi)/5S Rate September 9,1999 SUtui Conference on Stplcmbcr 9,1991 
Hospital S<p If mb»r 9,1959

Alaska Regional 1991 Rile September9,1999 Status Conference on September!, 1999
Hospital September 9,1991

Similar toother yean

Similar lo other yean

97-MRC-06 Alisha Regional 1997 Rate September 9,1999 Statue Con/creme on Scpleinbir9, 1999 Similar I* other yean
Hospital September 9, J999

HinWffl
U1
a(/>
y.

95-AU45 D̂rlldf Mcniorlil 
lloipiU

1994 AuiliV 54 Rile Audit Rale Foraul Gvldcnlhry 
HciH.ij committed 
on OcL 25,1991

Post hearing Brief Audit, Mill dlsittowMcr, Cordova 
declilan, advertising cod illordion, 

audit adjustments

96-MP.C-lO
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10
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97-MRC-07

Bartlett Memorial 
Hospital

1/97 Rale Schedule Formal 
Hearing

Status Contcrence To be scheduled 
when'96' Decision 

Is Issued

Audits, MRI disallowance, Cordova 
decision, advertising, cost allocation, 

audit adjustments

Dartletl Memorial 
llcupilil

1991 Hate Status Con/erenae Schedule Formal Audit, MRI adjustment. Issue's,•rename 
Hearing as earlier rale year,'

osa>NNO

(Get 99-MRC46,9±MRC-0I & HMRCOS)

Partial Year.

(See 9J-MRC-06,94-MRG4J4 H-MRC-M]

(Set 9J-MRC-06, W-MRC-01 4 94-MRC-d5|

Combined with Rale Appeal 9S-AU-0S 
94-MRC-OS

Appealed rale but not audit. Stale Filed responses lo Statement of Issues,

\
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OPEN APPEAL HISTORY
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9SMROU Charier North 
Hoi| ital

INS Rale Toil Hearing 
Briefing Completed

Issuance of 
p ruposrd decirorr 
Hearing Examiner

Marketing & Adveriliingl Counaellar; 
Center; Audit, DSII

hau

94-MRC-12 Charter Noilh 
Hospital

199* Kate

O
a

FariM'.j requested 
liald unlil 

WMRC-11 l«
C O n if ' t lr d

January t. 1999 Status ((caring Physician recruitment Costs, chemical 
conference dependency, substance abuse, major 

movable equipment depreciation, f tcalih 
and welfare coils, other groerat 

commenlt un reconsideration, revenues, 
disproportionate share adjusimtal, audit 

adjustments.

97-MRC-tO
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Charter North 
Hospital

1597 Rate

Heritage Place 1998 usinp. 1995 YEC Rate

facility erouiVed 
hold unlil 

IS-MRC-n Is 
completed

On hold Status Con/ere nee 
for September IS, 

19J1

Status Hearing Appeal Iclln states DSII; marketing;
physician cosls; allt cation of A AG lo 
outpatient center; llmiog; staff errors; 

audlti in rates

Status Conference Facility alates application of YEC for I99S 
on 1998 late under alternative payment 
method Involves same Issues as tVcsley 

derision.

l \t~
usn»
toNre

.009 Ketchikan General 
Hospital

1995 audit 199J rale Rate Status Heating on 
january11,1999

Case stayed until 
Wesley Case is 

decided

Status Heating on Appeal telle.. tales: Ure uf audits;
januaiy 11,1999 treatment of anch ary costs; utilization

inconerl; hoapitil based physician 
revenues; utilisation of LfC

liruance of decision Ifearir Examiner.

On hold walling results of prior rase.

Statement of issues has not been received

St.lement of issues has not been received

Statement of Issues has not been received
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Ketchikan Ceneial 1996 Audit and 1999 Audit It Rale Cue Is Stayed 
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with IlaUa 93,94 L. it being p>cparcd Supplemental Baief Supplemental Oriel
95, AnJ Audit 13 as due on January

22,3999

Advertising/Marketing; Outpatient; 
DSII; audit used In talc aching
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Case was on hold due lo Facility <ai Bankiuplcy Ccurt. Received approval to 
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continue.
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Rate See 99-MRC-Oi See M-MRCOI Advertising Market jng; Oulpalltnl; • Case wa. on hold due lo Facility in Bankniphy Court. Recci.ed approval lo 
DSII; audit used an rate.citing {CI|||nUf "
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MEDICAID RATE ADVISORY COMMISSION

OPEN APPEAL HISTORY

96-MRGOI Nortk SUs lloipllil 1996 Rile Witling ] / l Parties (lit Febnuey Formal Advnllilng Mnhellng;Oulp«tlenl;
indeichange hearing Feb. I (u OSII; Audit uicd in late xeHIng 

e»hlbII»FacllilyPie- 12,1999 
healing Brief is due

99'HMC-Ol Worth Star 1999 Ralt Willing lleiringOfflcersels
Boepltil up ilatus order

97-MRC-08 NnrtunSound 1994 Rate Summary Judgment 
Orderal Facility 

Request

95-MKG06 Sillea Community 
Ccnier

YEC for 1997 and 
Kilt (urYtu 7109

YEC li Rile Picheirlng 
Scheduling Oidtr

Facility File] 
SUIemenl of Issues 
cn Jin.ll, 1999, Slilf 
Replies Feb. 5, 1999, 
Discovery completed 

May 21,1999

1997 Ycie End Conformance md Rile 
20CO

9KN-9M01CI Soulhl'eninsuli Virjoui Riles 94-97 Rales Trill In Keml Tenlellve Auguil 11 
lerilalleelysclup lo 77,1999 
Foe August 33, 1999

Two dry bench 
trill acl up in 
KeniiSupeelor 

Cruel,

Recovery of perminenl Venus Interim 
estes (or vinous jeirs.

Courli allowed conltnuince. Facility is In Bankruptcy Court. Jan. II, fneiiled 
Testimony It due.

DSB idd-on and ca lcu la tion . Adjuitmsnts to YEC Fwport.. 
Adjuotisonto to HudJcieo Cost Ropoit /oris 2552-93. lupropas: 

uao oC tudita to oot r ita s , Othor.

f uillty cliimj (illurc lo fullorv Slate I'lan using FCilc.

Sirill Facility flyeneol Agrccenenl Appeal. Yett End Conformance issues 
applied in Kile. Foemil hearing on August 3 lot, 1999

Facility clalois lhal Medicaid (undjielating lo Ihe difference Between Interim 
ond final eales Is ienpiupcr,

I



MEDICAID RATE ADVISORY COMMISSION

OPEN APPEAL HISTORY

M-AlWl Si'. Ann's Nunliig HU' Audll Cue lislsyedal |une!5,199) Status Conference Adjustment of routine nunlngservlcn Facility asked for stay continue lot Si Ann's cirea due la Wesley me aulcome.
° Home IhU point willing adjusted form (He ancillary cost center lo
° Ihe outcome of (he routine
S Wesley Case Cl

£w
S

oa

95AU-M Si. Ann’s Nunlng 
Home

im Audit Cite li stayed it 
this point willing 
Ihe outcome of the 
Wesley Cue Cl

June IS, 1999 Slilui Confeiencc Request for milter la he continued ollee 
the Wesley 5uf trior Court 3KN-9S- 

7ItCI Is decided.

Cumblned 'tills Rile Appeal 
96-MRC-07 Citeistlsyed.

96-MRC-M Si Ann's Nursing 
Home

1)96 Kite

Hi/iUJ«
w.

1 97-MIIC-0I SL Ann's Nursing 
Home

m Rile

Case Is stayed il 
this puinl willing 
Ihe oulcon:: of Ihe 
Wesley Case Cl

Cue Is currently 
iliyrd willing 

decision on Wesley 
Civil Case

June 15,199) Stilus Conference Audit used In rile netting; Ancillary 
adjustments lo routine cosl centers

The facility's main claim Is that stiff can't use audits In rales.

June 15,199) 5lalias Conference Audits in rales. 
Ancillary rtrlita The 1)97 rale was based on Ihe appealed 1914 audit which has been stayed 

pending Supreme Court Decision on Ihe uses of audits in rales

I 97-V97-MIIC-02 Valley lluspllal 19)7 Hale
nto
incuT

Hearing Hummer 
Issued rariiat 

Summary Judgment 
on Disproportionate 

Share Issue

I
Hearing Esaml.'er DSII audits In rale; disallowance of 

Summary interest; advertising disallowance
Judgment

19)4 audll wai nol appealed. V  Is itluse year.

<0-r

:
CN4 | O V N I
o



MMRGOl Villcy Hoopllit 1999 Rile . . SUtwConfcienc* DSII luue I mmUI Itiuet and re laltd
owlteid allocation!

MLDICAID RATE ADVISORY COMMISSION

OPEN APPEAL HISTORY

HXU
§
a
■<
£ NAU-02
OO

Wejley mi Audll Cut li tl.yed
Rehabilitation A pending outcome of
Ci« Center Kenil Court cue.

Facility (• lubmil 
piupoaed Summary 
Judgment Older to 
Renal Superior 

Court 
Adoilniitiill"* 

App.-jl Stayed .art 
dull Cur 3KN-J5- 

716-CI 
Coniolidiicd rutt

H10w
94-AU-Oj Wesley 1152 Audit Set94-AU-M ... .

W Rehabilitation 4 * * LTConcillirirA YEC adjustment and Ihe
Cjir Center 8°rtn amendment luuei.</>

A

o
..01 Weriey 1913 Audit See M-AIM2 . .

Rehabilitation A anrnanei, YEC idjgitnienl and the
io CiieCentei 6'«n amendment luuei
n 10

Iw .
*r I

<o

o a> \  I cv 
o \  a 
o

(Set 95-MRGol|, 9SMRC-03 k 95-MRC-M)

(See 95-MHCrtJI, JS-MRCrtl) 4 9S-MRC-4M]

(Set 9S-MRC-H 9SMRC43 4 95-tonc-OI)
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95-MtlC-OJ Weniey ‘ IMS' Rite
ncbabUHMlan <(
Cire Center

9S-M(1C(M Wetley 1991 Hite
ndiibllllition It 
Cue Center

MMRC-M Wesley I9« Rile
nduLllltillon k 
Cut Ce tiler

VI 9WV1IMHC-47 Wesley 1997 lUe
RehibilllillonA 
Cine Center

See 9+-AU-0J '

SecM-AU-OJ

Sce9tAU-«

S ta y e d  p e n d in g  
o u tc om e  o( 5tJ to 94 

c u e

MEDICAID RATE ADVISORY COMMISSION

OPEN APPEAL HISfORY

UCnntlllirlej, YEC idjurtmeid ind the (See 9S-MRC-W, 9S-MRC-4J k 9S-MRC-*)
Boren amendment liouts

LTC indlliHei, YECidjuelmenl end the (See 9S-MRC-0*, 95-.MHC-03 k 9S-MRC-08)
Boren amendment biuu

LTC inalluitf; YECidjuilmenl ind Ihe (See 95-MRC-tM, ISMRC-dO *. 9S-MRG04)
Boren amendment luuei

Rerlnsilyinj incilliry toil lo the 
appropriate routine coil center* end Ihe 

u« of audit) innler
b'uMilrrilji to 94-94.



Wejfey 96 Audit A Audi) k Halt H«,uuifw
Rehabilitation A MIL* E««Pll.nal Rellrf
Can Cental

MEDICAID RATE ADVISORY COMMISSION

Ol’EN APPEAL HISTORY

uae of audit. In ratta W" ’^ SuP«'"C°«< Ca*.
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Administrative Appeals F;ied from 1/1/50 to 12/4/98 12/4/98

FACILITY ID If t MRAC CASE C HEALTH FACILITY STATUS CODE APPEALED TO COM 1 ASSIGNED BY COM
02 9O-mrc-0!A Central Peninsula Hoso. 10A 1/11/90 1/24/90
IS 90-mrc-02A Our Ladv of Comaasslon CC IDA 1/22/90 2/5/90
09 50-mrc-O3A Humana Hospital 10A 2/7/90 2/23/90
09 90-mrc-04A Humana Hosaltal 10A 2/7/90 2/23/90
09 90-mrc-G5A Humana Hosaltal 10A 2/7/90 2/13/90
09 90-mrc-06 Humana HosDltal lOA —5Z1V90 5/23/50
06 90-mrc-07 Fairbanks Memorial Hosd. 10A 6/28/90 7/9/90
10 91-au-Ol Ketchikan General Hoso. 10 A 9/4/91 9/16/91
10 91-CU-02 Ketchikan General Hosd. ' 10A 9/4/91 9/16/91
10 91OU-03 Ketchikan General Hosd. 10A 9/4/91 9/16/91
10 91-au-04 Ketchikan General Hoso. 10A 9/4/91 9/16/91
10 91-OU-05 Ketchikan General Hoso. 10A 9/4/91 9/16/91
16 91-mrc-01 Petersbura General Hoso. 10A 1/7/91 4/2/91
21 91-mrc-02 South Peninsula Hospital 1QA 1/14/91 4/2/91
14 91-mrc-03 Norton Sound Realonal Hosd. IDA 2/20/91 4/2/91
02 91-mrc-04 Central Peninsula Hoso. 10A 5/23/91 6/5/91
20 91-mrc-05 Sirka Commun'rtv HosDltal 10A 7/2/91 7/3/91
04 91-mrc-06 Cordova Hospttol IDA, 7/9/91 7/12/91
24 91-TTVC-07 Wranoef] General Hospital 1QA 7/24/91 7/25/91
10 91-mrc-08 Ketchikan General Hoso. 10A 10/2/9 lj 10/8/91
10 91-mrc-09 Ketchikan General Hosd. 10A 10/21/91 11/7/91
10 91-mrc-lO Ketchikan Gener n. IDA 10/21/91) 10/28/91
26 9?-mrc-01 Fifteen Facilities 10A 1/16/92 1/24/9?
02 92-mrc-02 Central Peninsula H'- a. 10A 4/3/92 4/14/92
27 92-mrc-03 North Star Hospital 10A 5/8/92) 5/19/92
04 97.-mrc-04 Cordova Hosaifal I0A 7/7/921 7/9/92
16 92-mrc-OS Petersbura General Hoso. 10A 7/7/921 7/9/92
20 92-mrc-06 Sitka Community Hospital 10A 7/7/92 7/9/92
24 92-mrc-07 Wronaell General HosDltal IDA 7/7/92) 7/9/92
13 92-mrc-08 Morv Conrad Center IDA 7/1 /̂92 8/3/92
12 92-mrc-09 Kotzebue Sr. Citizens Ctr. 10A 7/22/921 8/13/92
18 93-au-01 St. Ann’s Nurslna Home 10A 4/8/93 4/20/93
28 93-au-02 K/aliev Hospital 10A 5/4/931 5/11/93
26 93-au-03 Fifteen Facilities 10A 7/28/93) 7/28/93
21 93-OU-04 South Peninsula Hospital tOA 10/8/93 10/14/93
15 93-mrc-Ol Our Ladv of Compassion CC IDA 1/6/93 1/21/93
22 93-mrc-02 Valdez Community Hospital 10A 1/6/931 1/21/93
01 93-mrc-03 Bartlett Memorial Hosd. IDA 4/16/93) 4/20/93
26 l93-mrc-04 fifteen Facilities 10A 7/2B/93I 7/23/93
28 93-mrc-05 Vollev Hospital 10A 7/29/93) • 7/30/93
29 93-mrc-06 Alaska Reaional Hospital 01A 9/15/93 9/27/93
14 93-mrc-07 Norton Sound Reaional Hosd. IDA 10/8/931 10/14/93
29 94-au-01 Alaska Realonal Hosaifal PI A 7/8/94| 7/16/94
23 94-OU-02 Weslev Rehab. & Core Ctr aiA 7/14/941 7/18/94
23 94-OU-03 Wes lev Rehab. & Care Ctr 31A 7/14/94) 7/18/94
24 ?4-au-04 Wranaell General Hosolfal !QA 12/9/94 12/12/94
24 ?4-au-05 Wranaell General Hospital IDA 12/9/94 12/12/94
24 ?4-au-06 Wronaell General Hospital 10A 12/9/94 12/12/94
24 74-00-07 Wronaell General HosdIIoI I0A 12/9/94 12/12/94
24 ?4-au-08 Wranaell General Hospital 10A 12/9/94 12/12/94
29 74-mrc-Ol Moska Realonal Hospital 31A 1/10/94 1/19/94
02 ?4-mre-02 Central Peninsula Hosd. 0A 2/22/94 3/8/94
24 ?4-mrc-03 A/ranaell General Hospital 0A 4/28/94 5/4/94
27 >4-mrc-04 'Jorth Star Hospital )1A 9/29/94 10/4/94
29 M-mrc-05 Moska Reaional Hospital HA 9/30/94 10/4/94
23 /5-au-Ol VVeslev Rehab. & Care Ctr )1A 2/6/95 2/10/95
40 >5-au-02 £t. Ann's Care Center C>1A 2/17/95 2/23/95
27 f5-au-03 tJorth Star HosDltal CI1A 2/28/95 3/1/95
29 fS-au-04 / Retinal Hospital . cIA 6/23/95 6/27/95
01 ’5-ou-OS Eartlett Memorial Hosd. CIA 7/21/95 7/24/95
28 55-au-06 Vfallev Hospital 10A 8/19/95 B/25/9S
14 S5-au-07 r>Jorton Sound Reaional Hoso. 10A 9/12/95 9/18/95
18 55-au-OB St. Ann's Nurslna Home CIA 12/26/95 12/28/95
11 5Smrc-01 Kodiak Island Hospital Pngo i 0A 1 1/6/95 1/6/95

Attachment; 1
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Aaminlsftatrve Appeols Filed from 1/1/90 to 12/4/98 12/4/98

FACILITY ID U MRAC CASE » 1 HEALTH FACILITY STATUS CODE 1 APPEALED TO COM ASSIGNED BY COM
27 95-mrc-02 North Star Hasoitaf 01A 2/21/95 2/28/95
23 95ht>tc-03 Weslev Rehab. & Care Ctr 01A 5/25/9.5 6/2/95
23 95-mrc-04 Weslev Rehab. 8c Care Ctr 01A 5/25/951 6/2/95
27 95-mrc-05 North Star Hcjsoltal 01A 5/25/95j 6/2/95
21 9S-mrc-06 South Peninsula HosDltal 10A 5/25/951 6/2/05
CM 95-mrc-07 Cordova Hosotfal 10A 7720/95) 7/24/95
23 95-mrc-08 Weslev Rehab. 8i Care C1t 01A 7720/951 7/24/95
21 95-mrc-09 South Peninsula HosDltal .' 10A 10/20/951 11 /3/05
29 95-mrc-10 Alaska Realonal Hosaltal 01A 12/4/95> 12/6/95
03 95-mrc-l 1 Charter North Hcsaltal 01A 12/4/95>L 12/5/95
27 96-mrc-01 North Star HosDltal 01A 1/12/96] 1/23/96
34 96-mrc>02 Providence AK Med Center 10A 1/18/961 1/23/96
14 96-mrc-03 Norton Sound Reaional Hoso. 10A 1/22/961 1/23/96
18 96-mrc-04 St. Ann's Nurslna Home OLA 1/26/96 1/29/96
01 96-mrc-05 Bartlett Memorial Hoso. 01A 3/14/96 3/14/96
10 96-mrc-06 Ketchikan General Hoso. 10A 5/24/96 6/5/96
23 96-mrc-07 Weslev Rehab. 8c Care Ctr 01A B/2/96 8/16/96
04 9$-mrc-0B Cordova HasD|fal 10A 8/2/96 8/16/96
21 96-mrc-09 Sautn Peninsula Hosoltol 10A 8/22/96 10/7/96
01 96-mrc-10 Bartlett Memorial Hosd. 01A 8/29/96 10/11/96
20 96-mrc-l 1 Sitka Communitv HosDltal 10A 9/4/96 10/7/96
03 96-mrc-12 Charter North Hosoltal 01A 12/18/96 1/7/97
40 97-mrc-01 St. Ann’s Care Center 01A 2/10/97 3/5/97
28 97-mrc-02 Valiev Hosoital 01A 2/11/97 3/5/97
29 97-mrc*03 Alaska Realonal Hosoltal D1A 5/23/97 7/12/97
32. 97-mrc-04 Alaska Realonal Hosoltal 31A 5/23/97 7/12/97
29 97-mrc-05 Alaska Realonal Hosaltal 31A 7/7/97 7/11/97
29 97-mrc-Oo Alaska Reaional Hosoltal 31A 7/7/97 7/11/97
41 97-mrc-07 Bartlett Realonal Hosoltal 31A 8/6/97 8/11/97
14 97-mrc-OG Norton Sound Realoral Hosd. I01A 10/16/97 10/29/97
10 97-mrc-09 Ketchlkon General Hosd. iOIA 10/21/97 1Q/21/97
03 97-mrc-10 CharterNorthHosoltal joiA 10/24/97 U/17/97
27 ?8-mrc-01 >Jorlh Star Hosoltol |01 A 1/20/98 1/20/98
28 ?8.mrc-02 /allev Hosoltal 01A 1/30/98 2/2/98
07 ?8-mrc-03 Heritaae Place 01A 3/2/98 4/17/98
10 ?S-mrc-Q4 <etchlkan General Hoso. 01A 7/23/98 7/29/98
23 /8-mrc-OS Aleslev Rehab. & Care Ctr |01 A 7/23/98 7/29/98
20 ?B-mrc-OA iltka Communitv Hosoltal 01a 9/4/98 9/10/98
21 >8-mroQ7 iouth Peninsula HosDltal IOIA 11/2/98 11/5/98

Page 2



Donna Herbert, owner

b  INANCIAL 
m ONSULTANTS 
fOF 
LASKA 105 Municipal Way 

Suite 304 
Juneau, Alaska 
99801(907) 586-9565 

Fax 463-3773
April 15, 1999

The Honorable John Torgerson 
Alaska State Senate 
State Capitol Building 
Juneau, AK 99811

Re: SB 106

Dear Senator Torgerson:

On behalf of the facilities I represent, thank you for your efforts and support of SB 106. The 
current version of CSSB106(JUD) will certainly improve the appeal process that has caused the 
facilities to be blocked from seeking court resolution. (See enclosed 13 remanded appeals list.)

In your conversations with members of ASHNHA, you stated your intention to offer an 
amendment to SB 106 that would make changes to the Medicaid rate setting system, in order to 
‘ rectify’ the disparity o f reimbursement rates for long term care facilities. Although I have not 
yet had the opportunity to discuss this with you, my understanding of your proposed amendment 
was a peer group averaging methodology.

The State of Alaska hired Myers and Stauffer to conduct a review on DRG/Case Mix 
Recommendations. The report, dated August 11, 1998, states in pait:

Unsuitability o f  Peer-Grouped Rates
It was further determined that a peer-grouped base rate methodology would be 
difficult lo implement in Alaska due to the small number of facilities. Alaska 
hospitals could easily be categorized into two or three groups based on 
location and size; e.g., Large Urban, Small Rural, and Very Small Rural.
However, even i f  one included Fairbanks Memorial in with the Large 
Hospitals peer group, there would still be only three facilities in this critical 
group (which accounts for 80% of all Medicaid inpatient days), and it is not 
clear how one could set an acceptable rate for a group o f three. A system with 
peer group ceilings w ill not work well with peer groups smaller than five 
hospitals, and three is also too few to support the development of a single rate^ 
at the peer group average.



The amount of variation in costs between facilities argues against the 
development of a single statewide base rate methodology. This is especially 
true i f  one assumes that some o f the observed variation in costs is due to 
environmental characteristics beyond the control o f the provider, and/or 
differences in case-mix acuity that aren’t fully measured by the DRG system.
Therefore, we would recommend that the State employ facility-specific base 
rates, as discussed above, in the proposed pro-forma DRG reimbursement 
methodology.

I urge you to keep SB 106 in its current format, and pursue the other Medicaid reimbursement 
system changes in a separate bill. The need to get the appeal process underway, without any 
further delays, is paramount to keeping some of these facilities from closing down, and 
ultimately taking away access to health care, and the economic base of some of the communities.

A review of the small co-located rural facilities reveals that although they have the highest rates 
they only have 8 to 10 beds. They are in fact the facilities that receive the lowest level of 
Medicaid revenue. They are operating at a net loss, no cash balance, and the inability to update 
equipment to keep up with the high technology changes in the health field.

Although there needs to be a change in the current system, it is essential that the design of a new 
system not be placed solely in the hands of the Department, who already do not follow the 
regulations current in place, but balance the development with the knowledge and 
recommendations from the industry.

The new bill could propose that a subcommittee be created from members o f the Alaska State 
Hospital and Nursing Home Administration’s (ASHNHA) Finance Committee, or their 
representatives, and 6 members from the Department of Health and Social Services to re-write 
and further clarify the Medicaid rate setting regulations that are causing 90% o f the appeals. 
Those 6 issues are as follows:

(1) Year End Conformance -
7AAC 43.691, 7AAC 43.685;

(2) Volume Changes in LTC - 
7AAC 43.685;

(3) Ancillary definition for LTC - 
7 AAC 43.686;

S e n a t o r  T o r g e r s o n

A p r i l  1 5 ,  1 9 9 9
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(4) Arbitrary treatment among facilities - inconsistent from year to year - 
7 AAC 43.679-680;

(5) Audits -
7AAC 43.693; and

(6) Non-reimbursable areas -
7AAC 43.686.

The subcommittee would insure that the rates are based on a fair rate for costs of patient care; 
and provide access to patient care. The cost of patient care includes reasonable cost o f current 
operations, including salary and wages, purchased services, supplies, insurance, leases, 
depreciation, taxes, interest expense, maintenance, and other Health Facility operating expenses 
including education, research, and capital development.

The 6-person Medicaid Rate Advisory Commission prior to 1988, had authority to set rates. 
Currently it has advisory authority only, and two of the 6 positions are held by DHSS employees. 
The new bill could eliminate the Medicaid Rate Advisory Commission, under AS 47.07.110 - 
180. This expensive layer o f review does not serve a meaningful streamlined process. The 
Department could then set rates in a public forum, on a quarterly basis.

I look forward to meeting with you tomorrow. Thank you again for your efforts and assistance.

Sincerely,

Donna L. Herbert

E n c l o s u r e s



The Hearing Examiners have issued a Total of Thirteen Proposed Decisions involving Thirteen 
cases during die period from January 1, 1990, to December 31,1998:
1. Our Lady of Compassion Care Center, 90-MRC-02, appeal filed 1/22/90;

• Proposed Decision issued March 12,1991;
Remanded by Commissioner 4/3/91. .
Stipulation to Dismiss signed 7/20/94 by Jay Livcy.

2. Centra! Peninsula, 91-MRC-04, appeal filed-5/23/91;
• Proposed Decision issued 9/9/94;

Remanded by Commissioner 10/10/94;
• Proposed Decision on Remand issued 10/31/94;

Proposed Decision on Remand adopted 11/4/94.
3. Norton Sound, 91-MRC-03, appeal filed 2/20/91;

• Proposed Decision on Issues Other Than Telephone Lease issued 5/8/95; adopted 6/9/95;
• Proposed Decision on Telephone Lease issued 11/8/95;

Remanded by Commissioner 12/13/95;
• P ro p o sed  Decision on Remand issued 1/4/96;.

Proposed Decision on Remand adopted 1/22/96.
4. Ketchikan General Hospital, 91-MRC-08, appeal filed 10/2/91;
.5. Ketchikan General Hospital, 91-MRC-09, appeal filed 10/21/91;

• Proposed Decision issued 1/9/96;
Remanded by Commissioner 2/14/96;

• Proposed Decision on Remand issued 2/28/96;
Proposed Decision on Remand adopted 3/11/96. .

6. St. Ann’s Care Center, 95-au-02, appeal filed 2/17/95;
• Proposed Decision issued 1/2/97;

Interim Decision and Order by Commissioner 2/5/97;
. Order with Instructions on Remand by Commissioner 9/26/97;
Status after Remand: Post*hearing briefing schedule set (due 8/98); case stayed 7/29/98 
pending outcome of decision in Weslev cases: status hearing 12/15/9R.

7. Bartlett Memorial Hospital, 95-au-05, appeal filed 7/21/95;
8. Bartlett Memorial Hospital, 96-MRC-05, appeal filed 3/14/96;

• Proposed Decision issued 1/14/97;
Order with Instructions on Remand issued 12/12/97;
Status after Remand: Order Granting Partial Summary. Judgment on CON issue, issued 
8/20/98; Evidentiary Hearing held 10/20/98*10/29/98;
Post-benring briefing schedule to be set after transcript prepared.

9. North Star Hospital, 94-MRC-04, appeal filed 9/29/94;.
10. North Star Hospital, 95-au-03, appeal filed 2/28/95;
11. North Star Hospital, 9S-MRC-02, appeal filed 2/21/95;
12. North Star Hospital, 9S-MRC-05, appeal filed 5/25/95;

" Proposed Decision issued 3/27/98;
Interim Decision and Order by Commissioner 5/12/98;

• Proposed Decision After Reconsideration issued 7/28/98;
. Order o f Remand by Commissioner 8/31/98;
Status after Remind: Briefing schedule has been set requiring parties to file’ supplemental 
briefs with affidavits by 3/5/99.

13. Norton Sound Hospital, 97-MRC-08, appeal filed 10/16/97;
• Proposed Decision Issued 12/31/98.



LTC PER DIEM RATES 
FY 99

COLOCATED FREESTANDING # BEDS PER DIEM
Sitka 8 $569.09
Cordova 10 $452.61
Quyaana Care (Nome) 15 $429.21
Providence Kodiak Island 19 $382.43
South Peninsula 20 $345.73
Ketchikan 46 $345.21
Wrangell 14 $320.00
Denali 5 $319.00
Petersburg 15 $285.46

St. Ann's 44 $282.00
Mary Conrad 89 $237.00
Wesley Rehab 66 $233.99
Providence Extended Care 224 $215.00
Heritage 45 $183.11

LTC rates.xls

«

4/15/99
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Donna Herbert, owner

= ^ T n a n c ia l 
^ c o n s u l t a n t s  
T ig  o f 
H tla s k a

105 Municipal Way 
Suite 304 
Juneau, Alaska 
99801April 6, 1999 (907) 586-9565 

Fax 463-3773

The Honorable Robin Taylor 
Alaska State Senate 
State Capitol 
Juneau, AK 99801
Re: Letter from Commissioner Perdue regarding

SB 106 Testimony and reference to 
Valley Hospital Appeal Remands

Dear Sue:
Without reviewing the tape again to know when and why Senator Taylor remarked about Valley, 
I can only guess he was speaking off the cuff, and perhaps referred to the wrong facility. 
Enclosed is the list of the 13 proposed decisions since 1990 to December, 1998.

The issue at hand remains to be that out of the 13 decisions since 1994,12 were in the facility’s 
favor. Each one of those has been remanded, at least once. Norton Sound is the only one that 
was not remanded, and is the only decision that was against a facility.
What is relevant in Valley Hospital’s appeals is that their 1997 Appeal, Case #97-MRC-02, is 
that the State appointed hearing examiner made the following findings of facts and comments:

• Affidavit lacks credibility
• Affidavits established a pattern by the agency of preparation and filing of inaccurate and 

incorrect exhibits ,,. illustrating a lack of candor and apparent inability to competently 
perform the calculation.

■ The exhibits submitted by the state has been shown to be inaccurate, unreliable, and to
contain unsupported changes in the treatment of source data. The State made 
misrepresentations about exhibits in its opposition to Valley’s motion. Representations 
made were untrue.
Findings also indicated that unsupported statements conflict with the agency’s past and 
present treatment. The supervisorŷ  previous testimony is neither credible nor reliable. 
Agency’s conduct is arbitrary and capricious.
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• Successive inaccurate exhibits, each with new allegations of its own "recently 
discovered" numerous mistakes, and the Staffs continuously changing positions of which 
patient data to include, illustrated a pattern of arbitrary and capricious conduct, with its 
sole purpose to attempt to defeat Valley’s motion, by changing the data to be included in 
the calculation.

• Staff changes were deemed to be arbitrary and capricious efforts by the agency to 
manipulate the data.

To summarize many hidden unidentified changes were undisclosed, leading to misrepresentation 
of data, and included numerous errors.

Sincerely,



• = n = rp  i7 \\fp n  n  o ^ n / / ' n
•j i i  i 

< i i: V, ;u\
_  V J  •- .T U J  -  L j  - j v A  U  Vj

DEPT. OF HEALTH AND SOCIAL SERVICES

OFFICE OF THE COMMISSIONER

I

I
I  T O N Y  K N O W L E S , G O V E R N O R

P.O. BOX 110601 
JUNEAU, ALASKA 99811-0601 
PHONE: (907)465-3030 
FAX: (907) 465-3068

April 6, 1999

Honorable Robin Taylor 
Alaska State Senate 
State Capitol Room 30 
Juneau, Alaska 99801

Dear Senator Taylor:

Recently, you made comments on the floor o f the Senate regarding the handling o f Valley 
Hospital’s Medicaid rate appeals by the Department o f Health and Social Services. The 
statements w ere not correct and require clarification.

As you know, a hospital may appeal its Medicaid reimbursement rate, which is set annually.
Upon review and hearing o f the appeal, the Hearing Officer prepares a proposed decision and 
forwards it to me for review. I can either accept the decision as final or remand it back to the 
Hearing Officer for further work.

You stated on the floor that I have remanded the Valley appeal to the He ring Officer five times. 
This is not the case. I have never remanded a Valley Hospital case to the Hearing Officer, and no 
proposed decisions with regard to Valley Hospital are awaiting my review or action. In fact, 
there has not been a proposed decision regarding a Valley Hospital appeal before a Commissioner 
for consideration in the past ten years.

You also made the point that Valley Hospital has been forced to repeatedly appeal the same issues 
to the Department regarding the setting o f  its Medicaid reimbursement rate. In the past ten years, 
Valley has appealed its rate five times. On two o f these occasions the rate was settled. One 
appeal is currently on hold at the request o f  the facility. Two appeals are currently waiting to be 
scheduled before the Hearing Officer.

However, these appeals are not based on the same issue, as your remarks suggested. Because 
Valley gets a new reimbursement rate every year, each appeal is based upon new circumstances 
and financial issues. So long as the Department sets a new reimbursement rate for each facility 
each year, the potential for multiple appeals exists.

I know that there are problems with the rate setting and appeals process. Sometimes it does take 
too long for appeals to work through the system. On two occasions during the past four years, I 
did take additional time to consider proposed decisions and their subsequent remands. Both of 
these appeals focused on the Department’s authority to audit health facilities and use the results o f
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those audits to  set the facility’s Medicaid rate. Because audits are fundamental to controlling 
Medicaid facility costs, these appeals (and others like them) could cost the state millions o f 
dollars. I  believe the extra consideration o f  these proposed decisions was reasonable and prudent.

Thank you for your interest in this subject.

Sincerely,

Karen Perdue 
Commissioner

cc: Senate Finance Committee
Alaska State Hospital & Nursing Home Association




