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ST A T E 'O F  ALASKA
1*999 LE G ISL A T IV E  SESSIO N

F I S C A L  N O T E
B ILL N O. CSSB 106(JUD)

Revision Dale/Time (Note if correction): ___________________________ Dept. Affected: Health and Social Services
Title: Actions o f the Department o f Health and Social BRU: Medical Assistance Adm in

Services regarding certa in fac ility  payments______________________  Component: Hearings and Appeals
Sponsor: Tay lo r___________________________________________  COMPONENT SERIAL NO. 1434

Requestor: Senate Jud ic ia ry__________________________________ See also (S N # ):___________

E xpend itu re s /R evenues :_________________________________________ (Thousands of Dollars)________________
Note: Am ounts do not include in flation unless o therw ise noted below.
OPERATING FY2000 FY2001 FY2002 FY2003 FY2004 FY2005
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

226.4 226.4 226.4 226.4 226.4 226.4

140.4 140.4 140.4 140.4 140.4 140.4

TOTAL OPERATING 366.3 366.8 366.8 366.8 366.8 366.8
CAPITAL EXPENDITURES
CHANGES IN REVENUES (_______ )
FUND SOURCE  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (please specify)

183.4 183.4 183.4 183.4 183.4 183.4
183.4 183.4 183.4 183.4 183.4 183.4

TOTAL 366.8 366.8 366.8 366.8 366.8 366.8

Estimate o f any current year (FY1999) cost:  $0.0
POSITIONS:
FULL-TIME 3 3 3 3 3 3
PART-TIME
TEMPORARY

AN ALYS IS :_______________ (Attach a separa te  page if necessary)_____________________________________________________
The department assum es tha t the "recom m endation" on page 2, line 16 o f Section 2 o f the comm ittee substitute , for 
wh ich the com m iss ioner m ust render a final decis ion w ith in 30 days, is a proposed decis ion under AS  44.62.500. In 
order to acce lera te  the hearing process, m eet the 30 day review requirements for a final adm in is tra tive decis ion, and 
make any necessary changes for the final adm inis trative decision, the department requests three new  positions. The 
positions cons is t o f two new  hearing o ffice rs in the O ffice o f Hearings and Appeals and one new  position in the 
Comm issioner O ffice  to rev iew  the proposed appeals. Facility rate appeals are extremely specialized and complex, and 
cannot be successfu lly  reviewed w ith in the 30 day w indow  w ithout additional s ta ff resources.

Contractual fund ing  is requested to  support a new attorney position in the Department o f Law to handle  the increased 
activity re lated to  rate appea ls by the new hearing o ffice r positions. The department w ill RSA funding to the Department 
o f Law  who w ill estab llish th is position in Anchorage.

■ftr,
Prepared by: 

Division:
Bob Labbc

Approved by Comm issioner: 
Agency:

Phone: 465-3355 
Date/Time: 3/25/99 9:58 AM

Date:
Department o f Health &  Social Services
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STATE O F  ALASKA
1999 LE G ISL A T IV E  SESSION

FISCAL NOTE
B IL L  N O . C S S B  106 (JU P )

Revision Date/T ime (Note if  correction) ___________________________ Dept. Affected______________ Law
Title " .. . re lating t»  actions o f the Department o f hea lth BRU C ivil_D ivision__________
and Social Services regarding certain health facility payments."___________ Component Governmenta l A ffa irs
Sponsor Senator Taylor____________________ _______________________________________________________
Requester Senate Judic iary Committee___________________________ Component Seria l No. 2207

Expenditures/Revenues_____________________________________________ (T housands  o f  D o lla rs )___________
Note: Amounts do not include inflation unless otherw ise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services 112.3 112.3 112.3 112.3 112.3 112.3
Travel 0.4 0.4 0.4 0.4 0.4 0.4
Contractual 19.5 19.5 19.5 19.5 19.5 19.5
Supplies 1.7 1.7 1.7 1.7 1.7 1.7
Equipment 6.5
Land & Structures
Grants & C laims
Miscellaneous

TO TAL OPERATING 140.4 133.9 133.9 133.9 133.9 133.9

|CAP ITAL EXPENDITURES  j I I I I I I

|CHANGE IN REVENUES ( ) | I I I I I I
FUND SOURCE_________________________________________________________ (Thousands o f Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1007 Interagency Rcpts 140.4 133.9 133.9 133.9 133.9 133.9

TO TAL 140.4 133.9 133.9 133.9 133.9 133.9

Estim a te  o f  a ny  c u r re n t yea r (FY99) co s t: 
POSITIONS
Full-time 1 1 1 1 1 1
Part-time
Temporary

ANALYS IS : (Attach a separata pago if necessary)
In o rd e r th e  m ee t th e  a cce le ra te d  hea rin g  p ro ce ss  ca lle d  fo r  In C S S B  106 (JU D ), th e  D e pa rtm en t o f  H ea lth  and  S o c ia l 
S e rv ice s  is  p ro p o s in g  to  add  tw o  n ew  hea ring  o ff ic e r p os it io n s . T h e  D epa rtm en t o f  L a w  a n tic ip a te s  n e e d in g  o ne  
a dd itio na l a tto rn e y  p o s it io n  in  its  A n ch o ra g e  G ove rnm en ta l A ffa irs  se c tion  to  h and le  th e  in c re a se d  ra te  a p p e a l a c tiv ity  
g ene ra te d  b y  the  n ew  hea ring  o ffice rs .

C os t e s tim a te s  a re  b ased  on  the  d e p a rtm e n t's  FY 00  s tanda rd  a tto rn e y  c o s t s ch e d u le  o f  $ 1 3 3 ,9 2 6  and  in c lu d e  c le r ic a l 
suppo rt, c o m m un ic a tio n s , space , supp lie s , da ta  p ro ce ss in g , and  o th e r n o rm a l o ve rh e a d  e xpe n se s . T he  c o s t s ch edu le  
does no t in c lu d e  o n e - tim e  new  e qu ipm en t p u rchase s , and  $ 6 ,50 0  is  a dded  in  F Y 00  o n ly  fo r  th is  pu rpose .

Prepared by 
Division
Approved by Comm issioner 
Agency
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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

Chairm an ,
Judiciary Committee 
Adm inistrative Regulations 
Revenue Committee

Vice Chairm an,
Resources Committee

SPONSOR STATEMENT 
SB 106

“ An Act relating to decisions regarding certain health facility
payments”

vSB 106, “An Act relating to decisions regarding certain health facility 
payments”, is meant to correct a problem with the Medicaid Rate Setting 
and Appeals process. Medicaid providers have experienced problems with 
the Medicaid appeal process because very few decisions ever become final.

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. TTie Hearing Examiner conducts a formal hearing on 
the appeal and issues a proposed decision to the Commissioner of Health 
and Social Services. The hearings are often in excess of ten days and are 
expensive for the facility. The Hearing Examiner’s decision must then be 
approved by the Commissioner of the Department before the decision 
becomes final.

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 results are 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 
been remanded, the facility is also precluded from appealing to the 
Superior Court.

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

District A:
Ilyder • Ketchikan • Kuprcanof • Meyers Chuck • Petersburg • Saxman • S itka • Wrangell

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

State Capital 

Ju n e au , A la ska  99801-1182 
(90 7 ) 465-3873 

F a x : (90 7 ) 465-3922

50 Front Street 
Suite 203 

K e tch ikan , A laska 99901 
(90 7 ) 225-8088 

F a x : (90 7 ) 225-0713



SUM M ARY OF APPEALS A CTIVITIY

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 of these appeals are stayed at the request of 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)



d e c e i v e  d

'AR 4 01.999
H O  S P  I T  A L

February 24, 1999

Senator Robin Taylor 
Alaska State Legislature 
50 Front Street 
Suite 203
Ketchikan, AK 99901 

Dear Senator Taylor:

Thank you for your letter of January 24, 1999 and your commitment to 
review the activities of the Department of Health and Social Services. I 
cannot express to you the frustration and financial cost this process has 
endured. Thus far, Valley Hospital has incurred $82,250 in expenses 
defending our position to the Department, not to mention the countless hours 
Valley Hospital staff has spent compiling information for our legal council.

Please feel free to call on me to either testify or discuss further. Thank you 
again for your assistance.

Sincerely,

Dave Pfeifer
Chief Executive Officer

DP/vlr

515 E. DAHLIA ST., P.O. BOX 1687, PALMER, AK99645 (907) 746-8600
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- PROP O S E  AMENDMENTS TO AS 47.07.075 (SB NO. 106)

Section 1. AS 47.07.075 is amended to read;

(a) Actions of the departm ent regarding health  facility 

paym ent 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) and (d) of this section.

tim e limits applicable to the various phases of an adm inistrative appeal 

process involving an appeal of the amount of a  paym ent ra te  set by the 

departm ent for a facility. The time limits set under the regulations 

supersede conflicting time limits in AS 44.62.330-44.62.630. The 

regulations m ust provide th a t [(1)] a  hearing for an  appeal described in 

this subsection m ust be scheduled under AS 44.62.410 to occur no more 

th an  120 days after w ritten notice of ra te  appeal has been received by 

the departm ent from a facility unless the facility requests a delay or 

good cause for the delay is dem onstrated to the satisfaction of the 

hearing officer [;].

[(2)] (c) [t]The commissioner m ust, w ithin 30 days after 

receiving the recommendation of the hearing office, [EITHER] render a

(b) The commissione’- shall (,] by regulation [,] establish

Ni-to Text Underlined [DELETED TEXT BRACKETEDJ
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final adm inistrative decision in  the case. If. after 30 days, the 

commissioner does not render a final adm inistrative decision, the 

hearing officer’s recommendation becomes the final adm inistrative 

decision. A final adm inistrative decision under th is paragraph  is 

subject to judicial review as a final adm inistrative order under 

AS 44.62.560 and 44.62.570 [OR REFER THE CASE BACK TO A 

HEARING OFFICER FOR ADDITIONAL FINDINGS;],

C(3)] (d} [i]If the [EITHER] tim e lim it se t under [(1) OR (2)] 

(b} of th is [SUBSECTION] section is not met, the departm ent shall 

report the noncompliance to the legislature and the governor by the 

following Jan u ary  20 with an explanation of the length  of delay, reasons 

for the delay, and proposed corrective action by the departm ent to 

am eliorate the causes of delay.

New Tact Underlin'd [DELETED TEXT BRACKETED]
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CS FOR SENATE BILL NO. 106( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): SENATOR TAYLOR

A BILL

FOR AN ACT ENTITLED 

\An Act relating to decisions regarding certain health facility payments."

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

* Section 1. AS 47.07.075(b) is amended to read:

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

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

amount of a payment rate set by the 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
(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;
the commissioner must, within 30 days after receiving the 

recommendation of the hearing officer, [EITHER] render a final administrative

-1-
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decision in the case: if. 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 paragraph is 

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

44.62.570 [OR REFER THE CASE BACK TO A HEARING OFFICER FOR 

ADDITIONAL FINDINGS];
if the [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.

WORK D RA FT WORK DRAFT 1-LS0424\D

106( ) -2-
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SENATE BILL NO. 106

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY SENATOR TAYLOR

Introduced: 3/16/99
Referred: Judiciary, Finance

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to decisions by the commissioner of health and social services 

to remand certain health facility payment decisions back to the hearing officers; 

and amending Rule 602, Alaska Rules of Appellate Procedure."

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

* Section 1. AS 47.07.075(b) is amended to read:

(b) The commissioner shall [,] by regulation [,] establish time limits applicable 
to the various phases of an administrative appeal process involving an appeal of the 

amount of a payment rate set by the 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

(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

SB0106A -1- SB 106
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h e a r in g  o ff ic e r;

:he  c o m m i s s i o n e r  m u s t  r e n d e r  a  f i n a l  a d m i n i s t r a t i v e  d e c i s i o n  i n  t h e  
r in  30  d a y s  a f t e r  r e c e i v i n g  t h e . - r e c o m m e n d a t i o n  o f  t h e  h e a r i n g  

I f  a f t e r  30 d a y s  n o  d e c i s i o n  i s  r e n d e r e d ,  t h e  h e a r i n g  o f f i c e r ' s  
l a t i o n  b e c o m e s  t h e  f i n a l  a d m i n i s t r a t i v e  d e c i s i o n .  A f i n a l  
a t i v e  d e c i s i o n  u n d e r  t h i s  s e c t i o n  i s  s u b j e c t  t o  j u d i c i a l  r e v i e w  a s  
d m i n i ^ r a t i y e ^ o r d e r  .under AS.J44. 62 .5 6 0 ,  a n d  44 . 62 . 570  .___________________

- ofcfh«~refcm>l;

(3) if a [EITHER] time limit set under (l)-flf=^Eof 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.

(c) In addition to the review of final administrative orders under AS 44^2360 

an(T44.62.570, a health facility may appeal to the superior court a deci^rfm by the 

commissioner under (b)(2) of this section to refer a case back to adiearing officer. 

The health facility must file the appeal within 30 days after th^health facility receives 

notice from the comhtissioner of the decision.

* Sec. 3. COURT RULE CHANGES. Section 2 of jMs Act changes Rule 602, Alaska 

Rules of Appellate Procedure, by
(1) authorizing a right of app^^o the superior court for a decision that is an 

interlocutory order and not a final decision of an administrative agency;
(2) authorizing amafipeal even though the administrative agency has not issued 

a decision that states that ip-is a final decision and that the claihwnt has 30 days to appeal;

(3) changing the time within which an appeal, as applied to an interlocutory 

order, may be fitea.
* Sec. 4^AS 47.07.075(c), enacted by sec. 2 of this Act, takes effect only if sb s^  of this 

Act/feceives the two-thirds majority vote of each house required by art. IV, secXl5, 

Gonsti tution-of-thc-State-of-Alasfea-.-
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Subject: RE: Amendments to SB 106 
Date: Fri, 19 Mar 1999 11:31:22 -0900 

From: Doug Wooliver <dwooliver@couits.state.ak.us>
To: "'Sue Mossgrove'" <Sue Mo.ssgrove@legis.state.ak.us>

H e r e  i t  i s .

P a g e  2 ,  l i n e s  2 t h r o u g h  6 ;  d e l e t e  a l l  m a t e r i a l  a n d  r e p l a c e  w i t h :

P a g e  2 ,  l i n e  7 f o l l o w i n g  ( 1 ) ;  d e l e t e  " o r  ( 2 ) "

P a g e  2,  l i n e s  12  t h r o u g h  2 8 ;  d e l e t e  a l l  m a t e r i a l .

D oug

 O r i g i n a l  M e s s a g e ---------
F ro m :  S u e  M o s s g r o v e  [SM TP:S u e _ M o s s g r o v e @ l e g i s . s t a t e . a k . u s ]
S e n t :  F r i d a y ,  M a r c h  1 9 ,  1 9 9 9  1 1 : 2 2  AM
T o :  D oug  W o o l i v e r
S u b j e c t :  R e :  A m e n d m e n ts  t o  SB 106

D o u g ,

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

T h a n k s

S u e

mailto:dwooliver@couits.state.ak.us
mailto:Mo.ssgrove@legis.state.ak.us
mailto:Sue_Mossgrove@legis.state.ak.us


R e im b u r s e m e n t  R a te /A p p e a ls  P ro c e s s

Facility reimbursement rates
> $140 million annual Medicaid expenditure
> Each facility has own rate
> Reimbursement rate pays cost of Medicaid services

:i Rate setting
Facility specific cost report > Proposed rate reviewed by Medicaid Rate
> Cost report audited by state Advisory Commission
> Audited cost basis for reimbursement > MRAC recommends rate

> Rate set by Department

Facility appeals rate to Facility accepts
Commissioner rate



Facility 
accepts rate

Accept

Appeal Complete

Remand

Appeal Complete

Facility 
accepts rate

1. Rate appeal assigned to Hearing Officer
2. Hearing scheduled by Hearing Officer, 

Facility & State
3. Appeal process: Depositions

Briefing
Evidentiary Hearing 
Post Hearing briefing

4. Hearina Officer writes decision

Commissioner

Appeal to Court

Hearing Officer issues new 
decision to Commissioner


