


FRANK H. MURKOWSKI, GOVERNOR

DEPT. OF HEALTH AND SOCIAL SERVICES 5 080X 110601

JUNEAU. ALASKA 99811-0601
PHONE: 5907)-165-3030

OFFICE OF THE COMMISSIONER FAX: 907) 465-3068

March 6, 2003

Honorable Peggy Wilson

Chair
House Health, Education, and Social Services Committee

Alaska State Capitol; Rm. 106
funeau, AK 99801

Dear Representative Wilson.

The Department o f Health and Social Services respectfully requests a hearing in the
House Health, Education, and Social Services Committee on House Bill 152 “An Act
relating to payment rates under the Medicaid program for health facilities and to
budgeting, accounting, and reporting requirements for those facilities; abolishing the
Medicaid Rate Advisory Commission; and providing for an effective date."

This bill will provide greater flexibility to the Department o f Health and Social Services
to set Medicaid payment rates for Alaska's hospitals, nursing homes and other health care
facilities. Changes in federal law in the past few years providing more flexibility in rate
setting have not been taken advantage ofin Alaska due lo our own inflexible statute.

The proposed bill would eliminate the Medicaid Rate Advisory Commission (MRAC).
Since the MRAC currently acts in an advisory capacity and the Commissioner has
ultimate authority to set rates, elimination ofthe Commission and its attendant costs is

appropriate.

Passage of this legislation will allow the department to develop in regulation a more
flexible, cost-effective rate setting process that will, for the last time, allow the
department to explicitly take into account the appropriations made by the legislature for
the Medicaid program when setting rates. A fiscal note should be on file with the

committee.
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Your favorable consideration ofthis request will be appreciated.

Sincerely,
Elmer A. Lindstrom
Special Assistant to the Commissioner

Cc: Mike Tibbies, Legislative Director
Office ofthe Governor

Virginia Stonkus, Acting Director
Division of Medical Assistance
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state of Alaska

OFFICE OF THE GOVERNOR
JUNEAU

March 5, 2003

The Honorable Pete Kott
Speaker of the House

Alaska State Legislature
State Capitol, Room 208
Juneau, AK 99801-1182

Dear Speaker Kott:

Under the authority of article IlI, section 18, of the Alaska Constitution, |
am transmitting a bill to provide greater flexibility to the Department of Health
and Social Services to set Medicaid payment rates for Alaska’s hospitals,
nursing home and other health care facilities.

The proposed bill would eliminate the Medicaid Rate Advisory
Commission and place the responsibility for calculating and setting Medicaid
payment rates for health care facilities under the general authority of the
Department of Health and Social Services.

Historically, the Medicaid facility rate setting process has been extremely
cumbersome and costly for both the state and health care facilities. The
current rate-setting process is both a barrier to effective cost containment as
well as problematic for assuring adequate reimbursement for Alaska’s diverse

mix of health care facilities.

Passage of this Ie?islation will allow the department to develoi:) in

regulation a more flexible, cost-effective rate setting process that will, for the
first time, allow the department to explicitly take into account the _
appropriations made by the legislature for the Medicaid program when setting

rates.
| urge your prompt and favorable action on this measure.

Sincerely,

Frank H. Murkowski
Governor
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