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Sec. 26 D e f ines " r e h abilitation, enhanc e m e n t  and development."

Sec. 27 Changes the d e f i n i t i o n  of "resource" b y  deleting the w o r d

" r e newable." With a n e w  d e f i n i t i o n  of resource as including 

but not limited to fisheries, agriculture, forest products, 

renewable energy, t o u r i s m  and mining, but excluding real 

estate, r e t a i l  sales or services.

Sec. 28 "Small enterprise" is d e f ined as a busin e s s  w i t h  a c t u a l  or 

an t i c i p a t e d  gross sales revenues of $10 m i l l i o n  or less.

Sec. 2y D e l etes the p r o v i s i o n  that the L e g i s l a t i v e  B udget and Audit

C o mmittee hol d  c o n f i r m a t i o n  hear i n g s  on the members.

Sec. 30 D e l e t e s  the p r o v i s i o n  that the L e g i s l a t i v e  B u d g e t  and Au d i t  

C ommittee m a k e  r e c o m m e n d a t i o n s  r e garding the c o n f i r m a t i o n  of 

the a p p ointees to the board.

Sec. 31 D e l e t e s  the w o r d  " r e n e w a b l e "  fr o m  the name of the Corporation.

Sec. 32 D e l e t e s  "renewable." f r o m  the C o r p o r a t i o n  name.

Sec. 33 R e p eals 3 7 . 1 2 . 0 2 0  a l l o c a t i n g  5% of m i n e r a l  sales, leases and

b o n u s e s  to the C o r p c r a t i o n  and r e quiring 50% of receipts be 

deposited in the r e n e w a b l e  resource investment fund.

Repeals 37. 1 2 . 0 4 0  R e m o v a l  and vacancies. The g o v e r n o r  may 

r emove a m e m b e r  w i t h  the consent of a majo r i t y  of the 

l egislature in joint session. Pro v i s i o n s  of time and wh e n  the 

l e g i s lature is not in session. • A  v a c a n c y  does n ot impair a 

quorum.

Repeals 37.12.070(12) P owers of the board: provide grants

for projects h a ving b r o a d  p u b l i c  a p p l i cation w h i c h  do not have 

d irect i n c o m e - p r o d u c i n g  potential.

R e p eals 3 7 i 1 2 i070(14) P owers of the board: deposit or invest

surplus funds through T r e a s u r y  Division.

R e p eals 3 7 . 1 2 . 0 8 0 ( a ) ( 1 ) ( D )  Spe c i f y i n g  a m i n i m u m  time of 

p r o ject in A l a s k a  (instead, all projects are required to have 

an A l a s k a n  s i t e ) . .

Repeals 37.12.080( a ) ( 1 ) ( G )  R e q u i r i n g  the bo a r d  to r e s o l v e - : 

r esource u s e  conflicts.

Repeals 3 7 . 12.080(a)(3) R e q u i r i n g  consideration of local 

p r e f e r e n c e s  and priorities.

Repeals 37.12.085(2) E l i g i b i l i t y  for financial assistance: 

state r e sidency for 3 years or m a j o r i t y  A l a s k a n  ownership.



Repeals 37.12.115 P r o v i s i o n  of technical assistance, including 

prein v e s t m e n t  advances.

Initial terms of the b o a r d  shall be one m e m b e r  serving 1 year, 

one m e m b e r  serving 2 years, one m e m b e r  serving 3 years and one 

m e m b e r  serving 4 years. The b o a r d  shall b e  app o i n t e d  w ithin 

30 days. T r u s t e e s  serve as an i n t erim b o a r d  until appointees 
serve.

T e r m i n a t e s  the p r e sent A l a s k a  R e n e w a b l e  R e s o u r c e s  Corporation • 

on the e f fective date of this Act.

T r ansfers all records, appropriations, e quipment and other 

assets or l iabilities to the A l a s k a  R e s o u r c e s  C o r p o ration on 
the eff e c t i v e  date.

E m ployees are t r a n s f e r r e d  on the eff e c t i v e  date.

L i m i t a t i o n s  on f i n a n c i a l  ass i s t a n c e  applies only to 

commitments m a d e  after the effe c t i v e  date of the Act. [This 

provi d e s  the n e w  Co r p o r a t i o n  w i t h  the a b i l i t y  to handle the 

on-g o i n g  needs and assistance r e q u i r e m e n t s  of the existing 
p o r t f o l i o . ]

I m mediate effective date.
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1 I N  T HE S ENATE BY T HE FINANCE COM M I T T E E

CS FOR SENATE BILL NO. 697 (Finance)

IN T HE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

T W E L F T H  LE G I S L A T U R E  - S ECOND SESSION 

A  BILL

For an Act entitled: " An Act establ i s h i n g  the A laska R e s o u r c e s  C o r p o ration

in place of the Alaska Rene w a b l e  Resources C o r p o r a t i o n  

(AS 37.12); and pro v i d i n g  for an effective date."

BE IT ENACTED BY T HE LE G I S L A T U R E  OF T HE STATE O F  ALASKA:

* S e c t i o n  1. AS 37.12.010 is amended to read:

Sec. 37.12.010 A L A S K A  [RENEWABLE] R E SOURCES CORPOR A T I O N  CREATED.

Th e r e  is created the Alaska [RENEWABLE] R e s o u r c e s  Co r p o r a t i o n  to carry 

, out the purposes of this chapter. The c o r p o r a t i o n  is a p ublic c o r p o r a­

tion  of the state and an instrume n t a l i t y  of the state w i t h i n  the D e p a r t­

ment of Commerce a nd Economic Development [ R E V E N U E ] , but has a legal 

exi s t e n c e  independent of and separate fro m  the state. T he exercise by 

the c o r p o r a t i o n  of the powers c o nferred b y  this chapter is co n s i d e r e d  an 

ess e n t i a l  function of the s t a r 3.

* Sec. 2. AS 37,12.015 is repe a l e d  and r e e n a c t e d  to read:

Sec. 37.12.015. PURPOSES. The purposes of the c o r p o r a t i o n  are to

(1) facilitate the rehabilitation, enhancement, and development 

of the state's resources so as to strengthen and d i v e r s i f y  the state 

e c o n o m y ;

(2) p r o vide development capital for the e s t a blishment and 

e x p a n s i o n  of small enterprises in resource industries in the state in 

ways that enhance private capital investment; and

(3) s t r e ngthen and d i versify the state's e c o n o m y  by the 

e s t a b l i s h m e n t  and exp a n s i o n  of small enterprises that are self-supporting

Offered: 4/19/82
, Referred: Rules
Driginal sponsor: Kerttula b y  request

and that m a y
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(A) develop iderutilized state resources and r educe the 

state's d e p endence on oil and gas;

(B' reduce the s easonality of employment in the state;

(C) offer employment opportunities for u n e m p l o y e d  state

residents;

(D) provide additional tax revenues to the state g o v e r n­

ment  a nd to local g o v e r n m e n t s ;

(E) increase exports fr o m  the state or reduce imports 

into the state; or

(F) provide n e w  products or services not p r e v i o u s l y  

ava i l a b l e  in the state.

See. 3. AS 37.12 is amended b y  adding a n e w  s e c tion to read:

Sec. 37.12.022. D EVELOPMENT CAPITAL FUND. T he d evelopment capital 

fund is e s t a b l i s h e d  in the corporation, c o n s isting of m o n e y  or assets 

a p p r o p r i a t e d  or t r a n s ferred to the corporation, and pajments of p r i n c i­

pal and interest on loans and e q uity investments mad e  b y  the corporation. 

The fund shall be use d  to finance projects th«t q u a l i f y  for assistance 

u n d e r  this chapter, and to p ay the operating expenses of the corporation. 

If m o n e y  remains in the development fund after fina n c i n g  projects that 

q u a l i f y  for ass i s t a n c e  under this chapter and after paying the operating 

expenses of the corporation, the m o n e y  shall be invested b y  the c o r p o r a­

tion under AS 37.10.070(a).

Sec. 4. AS 37.1 2 . 0 2 5  is amended to read:

Sec. 37.12.025. BOARD OF DIRECTORS [TRUSTEES]. A board of d i r e c­

tors [TRUSTEES] of the c o r p o ration is e s t a b lished as its g o verning body. 

Sec. 5. AS 3 7 .12.030 is repealed and r e enacted to read:

Sec. 37.12.030. C OMPOSITION O F  THE BOARD OF DIRECTORS. The b o a r d  

consists of four m e m b e r s  w i t h  business, lending, or investment experience 

a p p o i n t e d  b y  the gove r n o r  and the commi s s i o n e r  of comm e r c e  and economic
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d e v e l o p m e n t  or his designee. The board shall a n n u a l l y  elect a c h a i r m a n  

from among its m e m b e r s .

* Sec. 6. AS 3 7.12.035 is amended to read:

Sec. 37.12.035. TE R M  OF OFFICE. The m e m b e r s  of the b o a r d  [OF 

TRUSTEES] shall be a p p o i n t e d  for terms of four years, and they m a y  be 

reappointed. Terms of members appo i n t e d  b y  the g o v e r n o r  shall be s t a g­

gered. The gove r n o r  shall i m m e d i a t e l y  appoint a m e m b e r  to fill a v a c a n c y  

in the m e m b e r s h i p  of the board for the u n e x p i r e d  t e r m  [THE I N I TIAL TERMS 

SH A L L  BE O N E  M E M B E R  S E R VING FOR TWO YEARS, O N E  M E M B E R  S E R V I N G  FOR T H R E E  

YEARS, AND ONE M E M B E R  S E R VING FOR FOUR YEARS].

* Sec. 7. AS 3 7 .12.050 is amended to read:

Sec. 37.12.050. Q U O R U M  AND T R A N S A C T I O N  OF B U S I N E S S . (a) T h r e e  

[TWO] m e m b e r s  of the board con s t i t u t e  a q u o r u m  for the t r a n s a c t i o n  of 

business and the exercise of the powers and duties of v.s i board.

(b) T h e  b o a r d  m a y  m e e t  and transact b u s i n e s s  b y  e l e ctronic m e d i a  

if (1) p ublic n o t i c e  of the time and locations w h e r e  the m e e t i n g  will 

be h e l d  by ele c t r o n i c  m e d i a  has b e e n  g i v e n  in the same m a n n e r  as if the 

m e e t i n g  were hel d  in a single location; (2) partic i p a n t s  and members 

of the public in at t e n d a n c e  can he a r  and have the same right to p a r t i c i­

pate in the m e e t i n g  as if the m e e ting were c o n d u c t e d  in person; and (3) 

copies of p e r t i n e n t  r e f e r e n c e  materials, statutes, regulations, and 

a udio- v i s u a l  mat e r i a l s  are r e a s onably a v ailable to partic i p a n t s  and to 

the public. A m e e t i n g  b y  electronic m e d i a  as p r o v i d e d  in this s u b s e c­

tion has the same legal effect as a m e e t i n g  in person.

* Sec. 8. AS 37.12.055 is repealed and ree n a c t e d  to read:

Sec. 37.12.055. C O M PENSATION OF BOARD MEMBERS. M e m bers of the 

b o a r d  receive $200 for each day spent on official busi n e s s  of the c o r p o r­

ation, and are e n t i t l e d  to per diem and travel expenses a u t h o r i z e d  by 

law for state boards and commissions u n d e r  AS 39.20.180.
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* Sec. 9. AS 3 V . 1 2.060 is repealed and r e e n a c t e d  to read:

Sec. 37.12.060. E X E C U T I V E  DIRECTOR; STAFF. (a) The board shall 

e mploy an exe c u t i v e  director to a d m i n i s t e r  the c o r p o r a t i o n  in accordance 

w i t h  this chapter, and to p e r f o r m  other duties that the bo a r d  .jay p r e­

scribe. T he e x e c u t i v e  dire c t o r  serves at the p l e a s u r e  of the board and 

m a y  not be a m e m b e r  of the board. The board det e r m i n e s  the s alary of 

the executive director.

(b) T h e  e x ecutive director may, w i t h  the approval of the board, 

select and e m p l o y  staff. The exec u t i v e  director and staff are in the 

e xempt s e r vice un d e r  AS 39.25.

* Sec. 10. AS 37.12.065(a) is a m e nded to read:

(a) M e m b e r s  of the b o a r d  [OF TRUSTEES] are subject to the p r o­

visions of AS 39.50.

* Sec. 11. AS 37.12.070(11) is repealed and r e e n a c t e d  to read:

(11) invest in projects that are e c o n o m i c a l l y  v i a b l e  and are 

or are expected to become i n c o m e - p r o d u c i n g  b y  b u y i n g  stock or other 

equity, by p u r c h a s i n g  s e c u r e d  and u n s e c u r e d  debt of any priority, and 

debt wi t h  flexible r e p a y m e n t  schedules and r o y a l t y  and p r o f i t  sharing 

agreements, but i nvestments m a y  not be made at b e l o w  m a r k e t  rates;

* Sec. 12. AS 3 7 .12.075 is repealed and r e e n a c t e d  to read:

Sec. 37.12.075. DUTIES. In carr y i n g  out the purposes of this

chapter the b o a r d  shall

(1) p r o v i d e  financial a s s i s t a n c e  for r e s o u r c e  projects that 

the board finds wi l l  a c c o m p l i s h  the purposes of the c o r p o r a t i o n  as set 

out in AS 37.12.015;

(2) keep m i n u t e s  of each m e e t i n g  of the board and send a 

ce rtified copy of the m i n utes to the gove r n o r  and the L e g i s l a t i v e  Budget 

and Audit Committee;

(3) a n n u a l l y  p r e p a r e  long-range o p e r a t i n g  and financial plans
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and the b u d g e t  for the next fiscal year;

(4) m o n i t o r  appr o v e d  projects for c o m p l i a n c e  w i t h  this chapter

and p r o vide o p e r a tional and p e r f o r m a n c e  evaluations of projects r eceiving 

financial assistance;

(5) b e f o r e  an i n v estment is made in a reso u r c e  project by the 

corporation, p r e p a r e  w r i t t e n  findings on the p r o ject that include a 

c o n s i d e r a t i o n  of the e x p e c t a t i o n  of r e t u r n  from the p r o j e c t  and the risk 

invo l v e d  in u n d e r t a k i n g  the project.

* Sec. 13. AS 37.12.08 0 ( a ) ( 2 )  is amended to read:

(2) use the financial m e c h a n i s m  mos t  a p p r o p r i a t e  to the 

conditions of the app l i c a n t  and the proposed r e s o u r c e  project and which 

will most e f f e c t i v e l y  u t i l i z e  the funds available; [GRANTS MAY BE MAD E  

BY THE BOARD OF UP TO 90 P E R CENT OF T H E  T O T A L  P R O J E C T  COSTS FOR THE 

F O LLOWING PURPOSES:

(A) P R O J E C T S  FOR THE A P P L I E D  R E S E A R C H  AND D E V E L O P M E N T  OF

PRODUCTS, T E C H NOLOGIES, O R  I N N O V ATIONS FOR T HE REHABILITATION,

ENHANCEMENT, O R  D E V E L O P M E N T  OF T H E  S T A T E’S RENE W A B L E  RESOURCES;

(B) PROJECTS FOR THE DEMO N S T R A T I O N ,  ON A O N E - T I M E  BASIS, 

OF THE E C O N O M I C  OR T E C H N I C A L  F E A S I B I L I T Y  OF A N E W  PRODUCT, MARKET,

OR T E C H N O L O G Y  I N V O L V I N G  A  R E N E W A B L E  RESOURCE; OR

(C) PROJECTS FOR T H E  R E H ABILITATION, ENHANCEMENT, OR 

D EVELOPMENT OF A C O M M O N - P R O P E R T Y  RESO U R C E  WH E R E  THE BENEFITS FROM 

THE P R O J E C T  C A N N O T  BE CAPTURED BY A NY S INGLE ECONOMIC UNIT;]

* Sec. 14. AS 37.12.080(a) is a m e n d e d  by adding a n e w  p a r a g r a p h  to read:

(5) r e q u i r e  that if the c o r p o r a t i o n  m a k e s  an e quity i n v e s t­

ment  it agrees to start d i vesting i tself of the shares hel d  w i t h i n  10 

years or b efore the end of the terra of the loan, w h i c h e v e r  occurs first.

* Sec. 15. AS 3 7 . 12.080(b)(1) is a m e n d e d  to read:

(1) invest or o t h e r w i s e  provide a s s i s t a n c e  of mor e  than five
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1 percent of the r e s o u r c e s  of the c o r p o r a t i o n  or $500,000 [$1,500,000], 

w hi c h e v e r  is less, in a s ingle project or appl i c a n t  [UNLESS T H E  L E G I S L A­

TU R E  HAS APPROVED T H E  I N V E S T M E N T  BY CON C U R R E N T  RESOLUTION];

* Sec. 16. AS 37.12.080(b)(2) is repe a l e d  and r e e n a c t e d  to read:

(2) invest in or finance

(A) m o r e  than 49 percent of the combined e q u i t y  and debt 

o b l i g a t i o n  of an applicant;

(B) m o r e  than 49 p e r cent of the v oting shares of a r e­

source project; or

(C) m o r e  than 70 p e r c e n t  of the cost of a resource

project;

* Sec. 17. AS 37.12.030(b)(3) is amended to read:

(3) m a k e  a loan for a p e r i o d  in excess of 30 years [UNLESS 

TH E  L E G I S L A T U R E  HAS APPRO V E D  THE LOAN BY C O N CURRENT RESOLUTION];

* Sec.. 18. AS 37.12.080(b)(5) is a m e nded to read:

(5) provide funds to any state a gency [UNLESS T H A T  E X P E N D I­

TURE IS INCL U D E D  IN THE CORPO R A T I O N ' S  ANNUAL BUDGET];

* Sec. 19. AS 3 7 . 12.080(b)(6) is amended to read:

(6) make [ALLOCATE TO] grants [MORE TH A N  10 P E R CENT OF T HE 

ANNUAL A P P R O P R I A T I O N  OF T H E  CORPORATION].

* Sec. 20. AS 37.12.080(b) is a m e nded by adding a n e w  p a r a g r a p h  to read:

(7) make loans to provide s h o r t - t e r m  w o r king capital.

* Sec. 21. AS 3 7 .12.090 is repea l e d  and r e e n a c t e d  to read:

Sec. 37.12.090. R E P ORTS AND PUBLICATIONS. (a) T he c o r p o r a t i o n

shall p u b lish an annual r eport b y  J a n u a r y  10 of each year for d i s t r i b u­

tion to the governor, the legislature, and the public. The report shall 

be w r i t t e n  in e a s i l y  u n d e r s t a n d a b l e  language, shall consider the assi g n e d  

duties of the corporation, and shall include

(1) a financial statement audited b y  an independent o u t side
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auditor.;

(2) a sta t e m e n t  of the c o r p oration's investments under this 

chapter inc l u d i n g  an appraisal of the investments at m a r k e t  value;

(3) a d e s c r i p t i o n  of c o r p o r a t i o n  investment a c t i v i t y  during 

the p e r i o d  covered b y  the report;

(4} -a c o m p a r i s o n  of the c o r p oration's pe r f o r m a n c e  wit h  the 

goals of 'the corporation;

(5) an overall financial pl a n  des c r i b i n g  che a nticipated risk 

and r e turn on investment in the d ifferent categories of ’investment 

undertaken;

X6) a s u m mary of em p l o y m e n t  prov i d e d  and of w a g e s  and state 

and local taxes paid b y  reso u r c e  projects inve s t e d  in or assisted by the 

corporation; and

(7) any other i n f o r m a t i o n  the m e m bers of the b o a i d  b e l ieve 

w o u l d  be of Interest to the governor, t he l e g i s l a t u r e’, ;a‘n& t h e  public.

(b) T he annual income s t atement and b a l a n c e  sheet of the c o r p o r a­

tion shall be p ublished in at least one new s p a p e r  in e a c h  judicial 

district.

(c) T he c o r p o r a t i o n  may p u b l i s h  other relevant reports.

Sec. 22. AS 37.12.095 is r e p e a l e d  and ree n a c t e d  to read?

Sec. 37.12.095. O P E R A T I N G  BUDGET. tfhe o p erating b u d g e t  of the

c o r p o r a t i o n  is subject to the E x ecutive Budget Act (AS 37.07).

Sec. 23. AS 37.12.125(2) is amended to read:

(2) "board" means the Board of Director's [TRUSTEES] of the

A l a s k a  [RENEWABLE] R e sources Corporation;

Sec. 24. AS 37.12.125(3) is amended to read:

(3) "corporation" means the Alaska [RENEWABLE] Resources 

Corporation;

Sec. 25. AS 37.12.125(4) is amended to read:
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(4) "project" means products, markets, innovation, or te c h­

nolo g i c a l  d e velopments for the rehabilitation, enhancement, or d e v e l o p­

ment  of [RENEWABLE] res o u r c e s  and includes applied research for those 

products, markets, or technological developments;

Sec. 26. AS 37.12.125(5) is repealed and ree n a c t e d  to read:

(5) "rehabilitation, enhancement and d e velopment" means an 

a c t i v i t y  that leads to an increase in the quality or p r o d u c t i v i t y  of a 

resource, and to an increase in the benefits derived from the resource 

for citizens of the state;

Sec. 27. AS 37.12.125(6) is repealed and r e enacted to read:

(6) "re s o u r c e "  includes, but is not limited to fisheries, 

agricu l t u r e ,  forest products, renewable energy, tourism, mining, basic 

m a n u f a c t u r i n g  and other industrial development; "resource" does not 

i n c lude real e state development or retail sales or services.

Sec. 28. AS 37.12.125 is amended by adding a n e w  para g r a p h  to read:

(7) "small e nterprise" means a business enterprise wit h  gross 

sales r e v enue of $ 1 0 , 0 00,000 or less for its annual r eporting p eriod 

ending i m m e d i a t e l y  b efore an a p p l i cation to the co r p o r a t i o n  for financial 

assistance; a n e w  business enterprise that has not c o mpleted an annual 

re p o r t i n g  p e riod b e f o r e  an j . r location but that anticipates sales revenue 

of $1 0 , 0 0 0 , 0 0 0  or less in its fir,3t annual r e porting p eriod is a "small 

enterprise".

Sec. 29. AS 24.20.201(a)(9) is amended to read:

(9) hol d  public hearings on the c o n f i r m a t i o n  of the members 

o f  the Board of Trustees of the Alaska P e rmanent Fund C o r p o r a t i o n  [, AND 

THE M E M BERS OF THE BOARD O F  TRUS T E E S  OF THE ALASKA R E NEWABLE RESO U R C E S  

C O R P O R A T I O N ] ;

Sec. 30. AS 24.20.206(1) is amended to read:

(1) r eport to the legislature its recommendations r e l a t i n g  to
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1

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

the c o n f i r m a t i o n  of appointees to the Board of T r u s t e e s  of the Alaska 

P e rmanent Fund C o r p o r a t i o n  [AND THE BOARD OF T R U S T E E S  OF THE A L A S K A  

RE NEWABLE R ESOURCES CORPORATION];

* Sec. 31. AS 44.6(5.0i0(a) (7) is amended to read:

(7) A laska [RENEWABLE] Resources C o r p o r a t i o n  (AS 37.12.010) - 

J un e  30, i992 [1982];

* Sec. 32. AS 46.12.120(4) is amended to read:

I . t j  * • T i
consu!

. I • < , , • » i . •.:. • i ■. I ; ! »•; - .  r
(4) in d e v e loping its programs, c o n sult wit h  the Alaska

Council on Science and Technology, the A laska Po w e r  Authority, the 

A laska [RENEWABLE] R e sources C-irporation, the d i v i s i o n  of e n e r g y  and

. , j . ,s\' . • .  ♦ i, » .'V*. *. i* .i'-j > V’* * *
p o w e r  develo p m e n t  of the D e p a rtment of Commerce and Econ o m i c  Develop-

_  - i t  . f  j .  v ."t , .  . .•< i • • . i • ■ *> i  1 V ' ’  1 '•
m'ent, the D e p artment of N a t u r a l  Resources, and the U n i v e r s i t y  of Alaska;

•) I $ f i  * X H ' - J '  *n '  , * ■ ‘  • '• • I *. *. t  r  t • • '• \ • •
the board shall meet w i t h  responsible officials and r e p r e s e n t a t i v e s  of

i

these organizations and agencies at least twice each year;

* Sec. 33. The following laws are repealed: AS 37.12.020, 37.12.040,

37.12.070(12), and (14), 3 7.12.080(a)(1)(D), (a)(1)(G) and (a)(3), 37.12,- 

085(2), and 37.12.115.

* Sec. 34. The initial terms of members of the Board of D i rectors of the 

Alaska R esources C o r p o r a t i o n  a ppointed b y  the governor un d e r  AS 3 7.12.030 as

t ■ \ -* • . * .  • Vs
amended in sec. 5 of this Act shall be one m e m b e r  s e r v i n g  one year, one 

member serving two years, one m e m b e r  serving three years, ardi one m ember
•V • '• >,*

serving four years. Initial m e m bers of the Board of Dir e c t o r s  of the Alaska

Resources C o r p o r a t i o n  shall be appointed w i t h i n  30 days f r o m  the e f fective

date of this Act. The Board of Trustees of the A l a s k a  R e n e w a b l e  R e sources

C o r p o r a t i o n  serves as an i n t e r i m  Board of Directors of the A l a s k a  R e sources 

C o r p o r a t i o n  until the initial Board of Directors of the A l a s k a  R e sources 

C o r p o r a t i o n  is app o i n t e d  b y  the governor. The Board of Trustees of the 

A l a s k a  R e n e w a b l e  Resources C o r p o r a t i o n  is d i ssolved o n  a p p o i n t m e n t  of the 

initial Board of Directors of the Alaska R e sources Corporation.
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1 * Sec. 35. The A l a s k a  R e n e w a b l e  Resources C o r p o r a t i o n  is d i ssolved on the 

affective date of this Act.

* Sec. 36. All appropriations, records, equipment, and other assets, 

Liabilities, and obliga t i o n s  of the Alaska Rene w a b l e  R e s o u r c e s  Co r p o r a t i o n  

are tr a n s f e r r e d  to the A l a s k a  R e sources C o r p o r a t i o n  on the effective date of 

this Act.

* Sec. 37. E m ployees of the A laska R e newable Reso u r c e s  C o r p o r a t i o n  become 

amployees of the A laska Reso u r c e s  C o r p o r a t i o n  on the e f f e c t i v e  date of this 

\ c t .

* Sec. 38. The l i m i t a t i o n  o n  financial a s s i stance in AS 37.12.080(b)(1) 

and (2) as a m e nded in secs. 15 and 16 of this Act applies to financial a s s i s­

tance p r o v i d e d  or commit m e n t s  made under AS 37.12 after the e f fective date of 

this Act.

* Sec. 39, This Act takes effect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.- 

0 7 0 ( c ) .
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O r i g in al  sponsor: Heal th , Education, and
S o ci al  S ervices C o m m i tt e e

B Y  THE HEALTH, EDUCATION, A N D  
IN THE S E NA T E S O C I A L  SER VI CE S  C O M M IT TE E

CS FOR SE NATE BILL NO. 698 (HESS)

IK T HE L E G I S L A T U R E  O F  TH E STATE O F  A L A S K A

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A BILL

F or an Ac t entitled; "An Act r e l a t i n g  to state r e i m b u r s e m e n t  of h e a l t h

facili ti es  for m e d i c a l  a s s i s t a n c e  p r o v i d e d  to n e e d y  

pe rsons; a nd p r o v i d i n g  for an ef f ec t i v e  date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  O F  THE STATE O F  ALASKA:

* S e c t i o n  1. FI N DI N G S  A N D  D E C LA R AT IO N OF POLICY. The legislature finds 

a n d  de c la re s that h e a l t h  facilities arc vital to the w e l f a r e  of the pe ople of 

the state. A c c o r d i n g l y ,  the l eg islature a c k n o w l e d g e s  the n e e d  to reimburse 

h e a l t h  fa ci li t i e s  for s e r v i ce s p r o v i d e d  to b e n e f i c i a r i e s  of state pro gr am s at 

a level that w i l l  pay for the costs of the f ac il i t i e s  that are a tt r ib u t a b l e  to 

those pr og r am s.  In o rd er  to make this r e i m b u r s e m e n t  p r u d e n t l y  it is nec es sa ry  

that r e i m b u r s e m e n t  rates for h e a l t h  f a c il it ie s f r o m  the m e d i c a i d  and general 

r e l i e f - m e d i c a l  p r o g r a m s  s h ou ld  be p r o a p e c t i v e l y  n e g o t i a t e d  so that approp r ia te  

a n d  e q u i t ab l e f u n d i n g  d ec is io n s can be made.

* Sec. 2. AS 4 7 . 0 7 . 0 7 0  is r e p e a le d a n d  r e e n a c t e d  to read:

Sec. 4 7. 0 7. 07 0.  R E I M B U R S E M E N T S  T O  H E A L T H  FACILITIES. The r e i m­

burs e m e n t  rate to a h e a l t h  f a c i l i t y  shall be b a s e d  on a fair rate for 

r e a s o n a b l e  coots that are inc ur re d  b y  the facility. In a d d i t i o n  to the 

costs of a h e a l t h  facility, r e i m b u r s e m e n t  shall r e f le ct  a r ea so n a b l e  

r e t u r n  on i n ve st me n t.  R e i m b u r s e m e n t  to a h e a l t h  f a c i l i t y  shall be made 

by the d i v i s i o n  for

(1) costs of curr en t  operations, i n c l u d in g

(A) w a ge s and salaries, p u r c h a s e d  s ervices i n c l u d i n g  

p h y s i c i a n  fees, supplies, i nsurance, leases, d epreciation, taxes, 

i n t e r e s t  expense, ma in te n a n c e ,  m i n o r  r e m o d e l i n g  a n d  o th er  normal
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h e a l t h  f a c i l i t y  o p e r a t i n g  expenses;

(B) c h a r i t y  a n d  c r ed it  losses;

(C) education;

(D) research; and

(E) the cost of p r e p a r i n g  b u d g e t s  and n e g o t i a t i n g  rates 

u n d e r  AS 47.07.072;

(2) an o p e r a t i n g  m a r g i n  to provide

(A) capital to mee t  current o bl igations;

(B) capital for p r e se rv at i on , i mp ro vement, a n d  e x p a n s i o n  

of b u i l d in g s and equipment;

(C) debt service;

(D) r e t i r e m e n t  of debt; a n d

(E) a r e t u r n  on e q u i t y  capital.

* Sec. 3. AS 4 7 . 0 7  is a m e n d ed  b y  a d d i n g  n e w  s e c ti on s to read:

Sec. 47.07.072. B U D G E T  D E T E R M I N A T I O N . (a) At least 90 days

b e f o r e  the start of a fiscal year of a h e a l t h  facility, the d i v i s i o n  

s ha ll  prov id e the h e a l t h  fac il it y  w i t h  a n  e s t i m a t e  of its volume f o r  the 

f iscal year.

(b) At least 60 days b ef or e the start of the fiscal year of a 

h e a l t h  facility, the h e a l t h  f a c i l i t y  shall submit its p r o p o s e d  rates for 

r e i m b u r s e m e n t  and its b u d g e t  p r o j e c t i o n s  to the c o m m i s s i o n  on forms 

p r e s c r i b e d  by the commission.

(c) U i t h i n  45 days a f t e r  the p r o p o s e d  r at es  a n d  b u d g e t  p r o j e c t i o n s  

are submitted, the c o m m i s s i o n  shall r e v i e w  the rates a nd budg et  p r o j e c­

tions and shall e s t a b l i s h  rates in a c c o r d a n c e  w i t h  the g u id el in es  e s t a b­

lished u n d e r  AS 47.07.070. The h e a l t h  f a c i l i t y  m a y  p r e s e n t  oral t e s t i­

m o n y  and d o c u m e n t a t i o n  to support its p r o po se d r at es  b e fo re  the c o m m i s­

sion  makes a d e c i s i o n  u n d e r  this subsection. If the c o m m i s s i o n  does not 

i ss ue  a w r i t t e n  d e c i s i o n  w i t h i n  the p r e s c r i b e d  time period, the rates of
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the h e a l t h  f a c i l i t y  are c o ns id e r e d  to be approved.

(d) W i t h i n  30 days of a decision, a h e a l t h  f a c i l i t y  (1) m a y  request  

the c o m m i s s i o n  to r e c o n s i d e r  the decision; or (2) r e g a r d l e s s  of w h e t h e r  

it r e q u e s t s  r e c o n s i d e r a t i o n ,  may  a ppeal the d e c i s i o n  to a sup er io r court 

a n d  m y  o b t a i n  de novo r e v i e w  of the decision. D ur in g  r e c o n s i d e r a t i o n  

or a p p ea l a h e a l t h  f a c i l i t y  sV 11 r e c e i v e  p a y m e n t s  a c c o r d i n g  to the 

r a t e s  a p p r o v e d  by the co mmission.

(e) A  h e a l t h  f a c il it y m a y  s u b mi t a p r o p o s a l  for a m e n d e d  r at es  w i t h  

a n  a m e n d e d  b udget to the c o m m i s s i o n  d u r i n g  its fi scal year. W i t h i n  60 

days of s u b m i s s i o n  of the p roposal for a m e n d e d  rates the c o m m i s s i o n  

s hall r e v i e w  the p r o p o s a l  a n d  issue a w r i t t e n  decision. If the c o m m i s­

si o n  does not issue a w r i t t e n  d e c i si on  w i t h i n  the p r e s c r i b e d  time period, 

the a m e n d e d  rates are c o n s i d e r e d  to be approved.

(f) W i t h i n  90 days a f t e r  the end of the fiscal y e a r  of a h e a l t h  

facility, the f a c i l i t y  shall submit a re port on its f i n a nc ia l p e r f o r m a n c e  

d u r i n g  the f iscal year to the commission, on forms p r e s c r i b e d  b y  the 

c om mission.

Sec. 4 7 . 07 .0 74 . U N I F O R M  AC COUNTING, B UD GE T I N G ,  A N D  F I N A N CI A L R E­

PORTING. (a) The commission, a f t e r  study a n d  i n  c o n s u l t a t i o n  w i t h  

a d v i s o r y  c o m m i t t e e s  that m a y  be e s t a b l i s h e d  for that purpose, shall 

estab li sh , b y  regu la t io ns , a d o p t e d  u n d e r  the A d m i n i s t r a t i v e  P r o c e du r e  

Act, (AS 44.62), a u n i f o r m  s ys te m of accou nt i ng , bu dg et i n g ,  a n d  financial 

r eport in g,  i n c l u d i n g  m e t h o d s  b y  V7hich a h e a l t h  f a c i l i t y  shall r e c o r d  

revenues, expenses, assets a n d  liabilities, and un it s of service. A 

h e a l t h  f a c i l i t y  shall a d o p t  the s y s t e m  for its f i sc al  y ea r e f f e c t i v e  on 

a  date d e t e r m i n e d  b y  the commission.

(b) In e s t a b l i s h i n g  u n i f o r m  a c c ou n ti ng , b ud g et in g,  and f in an ci a l 

r e p o r t i n g  p r o ce d ur es , the c o m m i s s i o n  s ha l l consider:

(1) sys t em s o f  accounting, b ud ge ti n g,  a n d  f in a ncial r e p o r t i n g
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p r o c e d u r e s  p r e s e n t l y  u s e d  b y  h e a l t h  facilities!

(2) d i f f e r e n c e s  a m o n g  h e a l t h  f a c i l i t i e s  i n  size, f in ancial

s tr uc tu re , m e t h o d  of o b t a i n i n g  p a y m en t for services, scope a n d  type of 

s ervices provided, and m e t h o d  of p r o v i d i n g  s er vi c es ;

(c) The commission, m a y  m o d i f y  the a cc ou n t i n g ,  b ud ge ti n g,  a n d  

f in ancial r e p o r t i n g  r e q u i r e m e n t s  for a h e a l t h  f a c i l i t y  if the m o d i f i c a­

ti o n  is n e c e s s a r y  to a v o i d  e x c e s s i v e  h e a l t h  f a c i l i t y  costs in m e e t i n g  

the r e q u i r e m e n t s  of a u n i f o r m  s y s t e m  of a c c o u n t i n g ,  budgeti ng , and 

fi na nc ia l report in g,  a n d  if the m o d i f i c a t i o n  is c o n s i s t e n t  w i t h  the 

p ur po s e s  of this chapter.

Sec. 4 7.07.076. A U D I T S  A N D  I N S P E C T I O N S . As a c o n d i t i o n  of o b t a i n­

ing r e i m b u r s e m e n t  u n d e r  AS 47.07.070, a h e a l t h  f a c i l i t y  shall a l l o w

state a n d  federal a g e n c i e s  to the e x te n t r e q u i r e d  b y  federal la w a n d  

regu la ti on .

Sec. 4. AS 4 7 . 0 7 . 0 8 0  is a m en de d  by a d d i n g  n e w  p a r a g r a p h s  to read:

D epartment of H e a l t h  a n d  Socia l Services;

(8) " e q u i t y  c a p i t a l "  means

(A) .the i n v e s t m e n t  of a h e a l t h  f a c i l i t y  in b uildings,  

real property, eq ui pm en t , and o ther p r o p e r t y  r e l a t e d  to p a t i e n t

(3) types of h e a l t h  care s ervices pro vi de d;  and

(4) o t h e r  r e l e v a n t  factors.

(1) the d i v i s i o n  to have re as on a b l e  a c ce ss  to its financial

records of m e d i c a l  a s s i s t a n c e  b e n e f i c i a r i e s \ a n d

(2) i n s p e c t i o n  of f in an ci al  records b y  the d i v i s i o n  and other

(6) " c o m m i s s i o n "  means the M e d i c a l  A s s i s t a n c e  Budget R e v i e w

Commission;

(7) " d i v i s i o n "  m e a n s  the d i v i s i o n  of p u b l i c  a s s i s t a n c e  of the

care;

(B) m o n e y  r e q u i r e d  b y  a lease to be de po s it ed  by a
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h e a l t h  f a c i l i t y  that leases a b ui l ding, real p r o p e r t y ,  equipme n t,  

or o t h e r  p r o p e r t y  r e l a t e d  to p a t i e n t  care* and

(C) net  w o r k i n g  cap it al  m a i n t a i n e d  for the c o n d u c t  of 

p a t i e n t  ca re  ac ti v i t i e s *

(9) '‘h e a l t h  f a c i l i t y” includes a h o s p i t a l ,  s k i l l e d  n u r s i n g  

facility, i n t e r m e d i a t e  care facility, i n t e r m e d i a t e  c a r e  f a c i l i t y  for the 

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

r ural h e a l t h  clinic, o u t p a t i e n t  s urgical clinic, a nd any ot h er  f a c i l i t y  

t h a t  r e c e i v e s  m e d i c a i d  or m e d ic al  a s s i s t a n c e  r e i m b u r s e m e n t  u n d e r  this 

c h a p t e r  or u n d e r  A S  4 7 , 2 5 * 1 2 0  - 4 7 , 2 5 . 3 0 0  for s e r v i c e s  t r a d i t i o n a l l y  

p r o v i d e d  in a h e a l t h  facility;

(10) " v o l u m e” means the total s e rv i ce  p r o v i d e d  to m e d i c a i d  and 

m e d i c a l  a s s i s t a n c e  b e n e f i c i a r i e s  u n de r this c h a p t e r  a n d  u n d e r  AS 47. 25 ,-  

120 - 47.25.300.

* Sec. 5. AS 4 7 . 0 7  is amended b y  a dd in g  n e w  s e c ti on s  to read;

A R T I C L E  2. M E D I C A L  A S S I S T A N C E  BUDGE T R E V I E W  CO MM IS S I O N .

Sec. 4 7 . 0 7 . 1 1 0 .  M E D I C A L  A S S I S T A N C E  BU DGET R E V I E W  C O M M I S S I O N  E S T A B­

LISHED. T h e  M e d i c a l  A s s i s t a n c e  Budget R e v i e w  C o m m i s s i o n  is e s t a b l i s h e d  

in the D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  De ve lo p m e n t .

Sec. 4 7. 07 . 1 2 0 .  C O M P O S I T I O N  OF CO MM IS S I O N .  T h e  c o m m i s s i o n  consist:; 

of five m e m b e r s  as follows:

(1) the c h i e f  ex ec u t i v e  o f fi ce r  of a h e a l t h  f a c i l i t y  that is 

l i c e n s e d  b y  the s t a t e  b u t  not owned or o p e r a t e d  b y  the state or federal 

g o v e r n m e n t  and that is s u b j ec t to the b u d g e t  r e v i e w  p r o ce ss  u n d e r  this 

c h a p t e r ;

(2) a p e r s o n  e m p l o y e d  in or a s s o c i a t e d  w i t h  the medic al

i n s u r an c e industry;

(3) a p h y s i c i a n  lice ns ed  to p r a c t i c e  m e d i c i n e  in the state 

v?ho is a c t i v e l y  e n g a g e d  in the p r a c t i c e  o f  m e d i c i n e  and w h o  is not
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e m p l o y e d  b y  the state or federal governments

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

r e p r e s e n t  the state b u s i n e s s  community} a n d

(5) a p e r s o n  w h o  c an r e p r e s e n t  c o n s u m e r s  of h e a l t h  ser vi ce s 

a n d  who does not have d irect or i n d i r e c t  i n t e r e s t  in an e n t i t y  that 

p r o v i d e s  h e a l t h  care services.

Sec. 47.07 .1 3 0.  A P P O I N T M E N T  OF MEMBERS. M e m be r s of the c o m m i s s i o n  

are a p p o i n t e d  b y  the g o v e r n o r  a n d  serve at the p l e a s u r e  of the governor.

Sec. 47.07.140. T E R M  OF M E M B E R S H I P . A m e m b e r  of the c o m m i s s i o n  is 

a p p o i n t e d  for a t e r m  of three years, and m a y  not be a p p o i n t e d  to a 

s u c c e s s i v e  term. The terms of the m e mb e rs  shall be st ag ge re d . A  m e m b e r  

a p p o i n t e d  to fill a v a c a n c y  serves for the u n e x p i r e d  t e r m  of the m e m b e r  

he succeeds. A  t e r m  s hall be m e a s u r e d  fr om  J a n u a r y  1 of the yea r in 

w h i c h  the te rm  of the v a c a n t  p o s i t i o n  begins, r e g a r d l e s s  of w h e n  the 

v a c a n c y  is filled.

Sec. 47.07.1 50 . COMP EN S AT IO N.  A m e m b e r  of the c o m m i s s i o n  serves 

w i t h o u t  c o m p e n s a t i o n  but is e n t i t l e d  to p er d i e m  a nd tr avel e x p e n s e s  

a u t h o r i z e d  b y  law for boards and commis si on s u n d e r  AS 39.20.180.

Sec. 47.07.160. OFFICERS. At the first m e e t i n g  of e a c h  year, the 

c o m m i s s i o n  shall e l e c t  a chair fr om  among its members.

Sec. 47.07.170. M E E T I N G S  A N D  QUORUM. The c o m m i s s i o n  shall mee t as 

o f t e n  as ie n e c e s s a r y  to c o nd u ct  its business. T h r e e  m e m be r s of the 

c o m m i s s i o n  co ns t it ut e a quorum.

Sec. 47.07.180. D UT I ES  OF T H E  COMMISSION. The c o m m i s s i o n  shall 

r e v i e w  p r o p o s e d  rates and b u d g e t s  of h e a l t h  f a c i l i t i e s  and  e s t a b l i s h  

m e d i c a l  a s s i s t a n c e  r e i m b u r s e m e n t  rates for h e a l t h  f a c i l i t i e s  u n d e r  this 

c hap te r a n d  AS 4 7 . 2 5 . 1 2 0  - 4 7.25.300.

Sec. 47.07.190, E M P L O Y M E N T  O F  PERSONNEL. The c o m m i s s i o n  may 

e mp lo y a n  e x e c u t i v e  d i r e c t o r  at a sa lary that it shall d et er m i n e .  W i t h
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the app ro va l of the commi ss io n , the e x e c u t i v e  d i r e c t o r  m a y  s e le ct  and 

e m p l o y  ad di ti on al  staff. The e x e c u t i v e  d i re c t o r  a n d  o t h e r  e m p l o y e e s  of 

the c o m m i s s i o n  a re in the e x e m p t  s e r v ic e u n d e r  AS 39.25.

* Sec. 6. AS 4 7. 25  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 47.25.195. R E I M B U R S E M E N T  T O  H E A L T H  F A C I L I T I E S  FOR M E D I C A L

A S SI ST AN CE .  (a) R e i m b u r s e m e n t  to a h e a l t h  f a c i l i t y  for m e d i c a l  a s s i s­

tanc e  p r o v id e d to a n e e d y  p e r s o n  u n d e r  A S  4 7 . 2 5 . 1 2 0  - 4 7 . 2 5 . 3 0 0  s h a l l  be 

m a d e  as p r o v i d e d  in AS 47.07.

(b) In this s e c t i o n  " h e a l t h  f a c i l i ty " has the same m e a n i n g  as 

u n d e r  AS 47 .0 7 .080(9).

* Sec. 7. AS 47.07.080(1) is repealed.

* Sec. 8. The terms of the f ir st  m e m b e r s  of the M e d i c a l  A s s i s t a n c e  Budg e t 

R e v i e w  C o m m i s s i o n  a p p o i n t e d  u n d e r  AS 4 7 . 0 7 . 1 3 0  e n a c t e d  in sec. 5 of this Act 

ar e as follows: two m e m b e r s  shall serve three years, two m e m b e r s  shall serve 

two years, and  one m e m b e r  shall serve for one year. The g o v e r n o r  shall  

s p e c i f y  the te rm  of eac h m e m b e r  a p p o i n t e d  u n d e r  this section.

* Sec. 9. The  Medical A s s i s t a n c e  B ud ge t R e v i e w  C o m m i s s i o n  shall begin, its 

r e v i e w  of h e a l t h  f a c i l i t y  budg et s a f t e r  it has a d o p t e d  u n i f o r m  a cc ou n t i n g ,  

b u d g e t i n g ,  and financial r e p o r t i n g  forrus but it m a y  not e s t a b l i s h  rates of 

r e i m b u r s e m e n t  for a h e a l t h  f a c i l i t y  u n d e r  AS 47 . 07 . 0 7 2  for a h e a l t h  f a c i l i t y  

f i s c a l  y e a r  that begi ns  b e f o r e  J u l y  1, 1983.

* Sec. 10. In d e t e r m i n i n g  the e f f e c t i v e  date for a  h e a l t h  f a c i l i t y  to 

i m p l e m e n t  a u n i f o r m  s y s t e m  of a c co un ti n g,  b udgeting, a nd f i n a n c i a l  r e p o r t i n g  

u n d e r  AS 4 7 . 0 7 . 0 7 4  the M e d i c a l  A s s i s t a n c e  Budget R e v i e w  C o m m i s s i o n  shall 

c o n s i d e r  both the ne ed  for u n i f o r m  r e p o r t i n g  i n f o r m a t i o n  u n d e r  A S  4 7 . 0 7  and  

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

e n c o u n t e r  in cha ng in g its m e t h o d  of ac counting, b ut the e f f e c t i v e  date for 

a d o p t i o n  of a u n i f o r m  s y s t e m  of a cc ounting, budgeting, and f i n a n c i a l  r e p o r t i n g  

b y  a p a r t i c i p a t i n g  h e a l t h  f a c i li ty  m a y  not be later than 18 m o n t h s  a f t e r  the
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In troduced: 1/29/82
R ef erred: Health, E d u c a t i o n  a n d
S o c ia l Ser vi ce s  a nd F i n a n c e

B Y  T H E  HEALTH, E D UC A TI ON , A N D  
S O C I A L  S E R V I C E S  C O M M I T T E EIN T H E  S E N A T E

S EN AT E B I L L  NO. 698 

IN THE L E G I S L A T U R E  O F  T H E  ST AT E O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

For an A c t  entitled: "An Act r e l a t i n g  to s ta te  r e i m b u r s e m e n t  of h e a l t h

facil it ie s for m e d i c a l  a s s i s t a n c e  p r o v i d e d  t o  n e e d y  

personsj a nd p r o v i d i n g  for an e f f e ct iv e date ."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  ST A TE  O F  ALASKA:

* S e c t i o n  1. FINDINGS A N D  D E C L A R A T I O N  OF POLICY. The l eg is l a t u r e  finds 

and d e clares that h e a l t h  f a ci l it ie s are v i t a l  to the w e l f a r e  of the p e o p l e  of 

the state. Accor di ng ly , the l e g i s l a t u r e  a c k n o w l e d g e s  the need to r e i m bu rs e 

h e a l t h  f ac il i t i e s  for services p r o v i d e d  to b e n e f i c i a r i e s  of state p r o g r a m s  at 

a level that wi l l m e e t  the total f i n a n ci al  r e q u i r e m e n t s  of the f a cilities.

In o r d e r  to m a k e  this r e i m b u r s e m e n t  p r u d e n t l y  it is n e c e s s a r y  that r e i m b u r s e­

ment  ra te s  for h e a l t h  facili ti es  f r o m  the m e d i c a i d  and general r e l i e f - m e d i c a l  

p r o g r a m s  s hould be p r o s p e c t i v e l y  n e g o t i a t e d  so that ap p ro p r i a t e  and e q u i t a b l e  

f u n d in g de ci sions can be made.

* Sec. 2. AS 4 7. 07 . 0 7 0  is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 47.07.070. R E I M B U R S E M E N T S  TO H E A L T H  FACILITIES. T h e  r e i m­

bur s e m e n t  rate to a h e a l t h  f a c i l i t y  shall be b a s e d  on a fair rat e  for 

r e a s o n a b l e  costs that a r e  i n c u r r e d  b y  the facility. In a d d i t i o n  to the 

costs of a h e a l t h  facility, r e i m b u r s e m e n t  shall r e f l e c t  a r e a s o n a b l e 

r e t u r n  o n  investment. R e i m b u r s e m e n t  to a  h e a l t h  f a c i l i t y  shall be made 

for

(1) costs of current oper at io n s,  i n c l u d i n g

(A) w ag es  a n d  sa laries, p u r c h a s e d  services including^ 

p h y s i c i a n  fees, supplies, i ns ur a n c e ,  leases, d e p r ec i at io n,  taxes, 

i n t e r e s t  expense, m a i n t e n a n c e ,  m i n o r  r e m o d e l i n g  and other normal
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h e a l t h  f a c i l i t y  o p e r a t i n g  ex pe nses!

(B) c h ar it y a n d  c r e d i t  l o s s e s ;

(C) education;

(D) research; and

(E) the cost of p r e p a r i n g  b u d g e t s  a n d  n e g o t i a t i n g  rates

u n d e r  AS 47.07.072;

(2) a n  o p e r a t i n g  m a r g i n  to p r o v i de

(A) capit al  to m e e t  c u r re nt  obligations;

(B) capi ta l f o r  p r e s e r v a t i o n ,  im pr o v e m e n t ,  a n d  e x p a n s i o n  

of b u i l d i n g s  and equipm en t;

(C) debt service; a n d

(D) a r et ur n o n  e q u i t y  capital.

* Sec. 3. AS 47.07 is amen de d  b y  a d d i n g  n e w  se ctions to read:

Sec. 4 > .07.072. B U D G E T  DE TE RM I N A T I O N .  (a) At l^ast 90 days 

b e fo re  the start of a  fiscal y e a r  of a  h e a l t h  facility, the d i v i s i o n  

shall p r o vi de  the h e a l t h  f a c i l i t y  w i t h  a n  e s t i m a t e  of its v o l um e for the 

fi :<cal year.

(b) A t  least 60 days b e f o r e  the start of the fiscal y e a r  of a 

h e a l t h  facility, the h e a l t h  f a c i l i t y  shall submit its p r o po se d ra te s for 

m e d i c a l  service, r e i m b u r s e m e n t  a nd its b u d g e t  p r o j e c t i o n s  to the c o m m i s­

sio n  on forms p r e s c r i b e d  b y  the co mmission.

(c) VJithin 45 days a f te r the p r o p o s e d  rates and  b u d g e t  p r o j e c t i o n s  

are submitted, the c o m m i s s i o n  s hall r e v i e w  the rates a n d  b u d g e t  p r o j e c­

tions and  shall appr ov e or d e n y  the p r o p o s e d  rates. The h e a l t h  f a c i l i t y  

m a y  p r e se nt  oral t e s t i m o n y  a n d  d o c u m e n t a t i o n  to support its p r o p o s e d

r a te s b e f o r e  the c o m m i s s i o n  c a k e s  a d e c i s i o n  u n d e r  this subse ct io n.  If

the c o m m i s s i o n  does not issue a w r i t t e n  d e c i s i o n  w i t h i n  the p r e s c r i b e d  

time perio d,  the rates of the h e a l t h  f a c i l i t y  are c o n s i d e r e d  to be 

ap p ro ve d.
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(d) W i t h i n  3 0  d a y s  of a n  a d v e r s e  decision, a h e a l t h  f a c i l i t y

(1) n a y  r e q u e s t  the c o m m i s s i o n  to r e c o n s i d e r  the decision; or

(2) r e g a r d l e s s  of w h e t h e r  it r e q u e s t s  r e c o n s i d e r a t i o n ,  n a y  

a p p e a l  the d e c i s i o n  to a s u p e r i o r  court a n d  n a y  o b t a i n  de n o v o  r e v i e w  of 

the decision. Durin g r e c o n s i d e r a t i o n  or a p p e a l  a h e a l t h  f a c i l i t y  shall 

r e c e i v e  p a y m e n t s  a c c o r d i n g  to the rates a p p r o v e d  by the c o mm i ss io n,

Ce) A  h e a l t h  f a c i li ty  m a y  s ub mi t a  p r o po sa l for a m e n d e d  r at e s w i t h  

a n  a m e n d e d  b ud g et  to the c o m m i s s i o n  d u r i n g  its fiscal year. W i t h i n  60 

days of s u b m i s s i o n  of the p r o p o s a l  f or a m e n d e d  r ates the c o m m i s s i o n  

shall r e v i e w  the p r o p o s a l  a n d  i s s u e  a w r i t t e n  decision. If the c o m m i s­

si o n  does not i ss ue  a w r i t t e n  d e c i s i o n  w i t h i n  the p r e s c r i b e d  time period, 

the a m e n d e d  rates are c o n s i d e r e d  to be a pp ro ve d .

(f) W i t h i n  90 days a f t e r  the e n d  of the fiscal y e a r  of a h e a l t h

facility, the f a c i l i t y  shall submit a r e p o r t  on its f i n a n c i a l  perf o rm an ce

d u r i n g  the fiscal year to the c o m mi ss i on , on forms p r e s c r i b e d  b y  the 

c om mi s s i o n .

Sec. 4 7. 0 7, 07 4.  A U D IT S A N D  I N S PE CT IO NS . As a c o n d i t i o n  of o b t a i n­

ing r e i m b u r s e m e n t  u n d e r  AS 47.07 .0 70 , a h e a l t h  f a c i l i t y  shall a l l o w

(1) the d i v i s i o n  to have r e a s o n a b l e  a c c e s s  to its fi na nc ia l  

r e c o r d s  of m e d i c a l  a s s i s t a n c e  b e n e f i c i a r i e s ;  a n d

(2) i n s p e c t i o n  of fi n an ci al  r e co rd s b y  the d i v i s i o n  a n d  other 

state and fede ra l a g e n c i e s  to the e x t e n t  r e q u i r e d  b y  f e d er al  law a n d  

r e g u l a t i o n .

* Sec. 4. A S  4 7 . 0 7 . 0 8 0  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  to read:

(6) "commission*' m e a n s  the M e d i c a l  A s s i s t a n c e  B u d g e t  R e v i e w  

Coramissicn;

(7) " d i v i s i o n "  me a ns  the d i v i s i o n  of p u b l i c  a s s i s t a n c e  of the
’rtV .

D ep ar t m e n t  of H e a l t h  a n d  S o ci al  S er vices;

(8) " e q u i t y  c a p i t a l "  means
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(A) the i n v e s t m e n t  of a h e a l t h  f a c i l i t y  i n  bu il di n gs ,

r ea l property, e q u i p m e n t  a n d  o t h e r  p r o p e r t y  r e l a t e d  to p a t i e n t

ca r e j

(B) m o n e y  r e q u i r e d  b y  a lease to be d e p o s i t e d  b y  a

h e a l t h  f a c i l i t y  that leases a b u i l di ng , r e a l  pr o perty, eq ui pm e n t ,

or o t h e r  p r o p e r t y  r e l a t e d  to p a t i e n t  care; and

(C) ne t w o r k i n g  capital m a i n t a i n e d  for the c o n d u c t  of 

p a t i e n t  care a ct iv i t i e s ;

(9) " h e a l t h  f a c i l i t y "  i n c l u d e s  a  h o s p it al , s k i l l e d  n u r s i n g  

facility, i n t e r m e d i a t e  care facility, i n t e r m e d i a t e  care f a c i l i t y  for the 

m e n t a l l y  r et arded, i n p a t i e n t  p s y c h i a t r i c  facility, home h e a l t h  agency, 

rural h e a l t h  clinic, o u t p a t i e n t  sur g ic al  c l i n i c  a n d  a n y  other f a c i l i t y  

that r e c e i v e s  m e d i c a i d  or m e d ic al  a s s i s t a n c e  r e i m b u r s e m e n t  u n d e r  this 

c h a p te r or u n d e r  AS 4 7 . 2 5 . 1 2 0  - 4 7 . 2 5 . 3 0 0  for s ervices t r a d i t i o n a l l y  

p r o v i d e d  in a h e a l t h  facility;

(10) " v o l um e"  m eans the t ot al  s e r vi ce  p r o v i d e d  to m e d i c a i d  a n d  

m e d i c a l  a s s i s t a n c e  b e n e f i c i a r i e s  u n d e r  this c h a p t e r  and u n d e r  AS 4 7 . 2 5. - 

120 - 47.25.300.

* Sec. 5. A S  4 7 . 0 7  is a m e n d e d  b y  a d d i n g  n e w  sect i on s to read*

A R T I C L E  2. M E D I C A L  A S S I S T A N C E  B U D G E T  R E V I E W  CO M MISSION.

Sec. 47 . 07 .1 10 . M E D I C A L  A S S I S T A N C E  B U D G E T  R E V I E W  C O M M I S S I O N  E S T A B­

LISHED. The M e d i c a l  A s s i s t a n c e  B u d g e t  R e v i e w  C o m m i s s i o n  is e s t a b l i s h e d  

in the O f f i c e  of the G o ve r n o r .

Sec. 47.07.1 20 .  C O M P O S I T I O N  O F  COMMIS SI O N.  The c o m m i s s i o n  consists 

of five m e m b e r s  as follows:

(1) the c h i e f  e x e c u t i v e  o f f i c e r  of a h e a l t h  f a c i l i t y  tha t  is 

c en se d b y  the st a te  but not o w n e d  or o p e r a t e d  b y  the state or federal 

e r n m e n t  a n d  tha t is subje c t to the b u d g e t  r e v i e w  p r o c e s s  u n d e r  this 

*.er;
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(2) a p e r s o n  e m p l o y e d  i n  or a s s o c i a t e d  w i t h  the medi ca l  

i n s u r a n c e  i n d u s tr y?

(3) a p h y s i c i a n  li ce ns ed  to p r a c t i c e  m e d i c i n e  i n  the state

w h o  is a c t i v e l y  e n g a g e d  i n  the p r a c t i c e  of m e d i c i n e  a n d  w h o  is n o t

e m p l o y e d  b y  the s ta te  or federal go v ernment?

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

r e p r e s e n t  the state b u s i n e s s  community; a n d

(5) a p e r s o n  w ho can r e p r e s e n t  c o n s u m e r s  of h e a l t h  s e r vi ce s

a n d  w ho does not h a v e  dire ct  or i n d ir ec t i n t e r e s t  in a n  e n t i t y  that

p r o vi de s  h e a l t h  care services.

Sec. 47 . 07 . 1 3 0 .  A P P O I N T M E N T  OF M E M BE RS . Membe rs  of the c o m m i s s i o n  

are a p p o i n t e d  b y  the g o v e r n o r  and serve at the plea s ur e of the governor.

Sec. 4 7. 07 . 1 4 0 .  T E R M  O F  M F MB ER SH IP . A m e m b e r  of the c o m m i s s i o n  is 

a p p o i n t e d  for a t e r m  of three years, a n d  m a y  not be a p p o i n t e d  to a 

s u c c e s s i v e  term. Hie  terms of the m e m b e r s  s ha ll  be staggered. A  m e m b e r  

a p p o i n t e d  to fill a  v a c a n c y  serves for the u n e x p i r e d  term of the m e m b e r  

h e  succeeds. A t e r m  s hall be m e a s u r e d  f r o m  J a n u a r y  1 of the y e a r  in 

w h i c h  the t e r m  of the v a c a n t  p o s i t i o n  begi ns , r eg ar d l e s s  of w h e n  the 

v a c a n c y  is filled.

Sec. 4 7. 07 .1 5 0.  C O M P E N S A T I O N .  A m e m b e r  of the c o m m i s s i o n  serves 

w i t h o u t  c o m p e n s a t i o n  but is e n t i t l e d  to per  d i e m  a nd travel e x p e n s e s 

a u t h o r i z e d  b y  l aw for boar d s an d  c o m m i s s i o n s  u n d e r  AS 39.20.180.

Sec. 4 7 . 0 7 . 1 6 0 .  OF F ICERS. At the first m e e t i n g  of e a c h  year, the 

c o m m i s s i o n  shall e le ct  a  chair f r o m  a m o n g  its members.

Sec. 47 .0 7. 1 7 0 .  M E E T I N G S  A N D  QUORUM. The c o m m i s s i o n  shall m e e t  as 

o f t e n  as is n e c e s s a r y  to c o n du ct  its bu si ne ss . T hr ee  m e mb er s of the 

c o m m i s s i o n  c o n s t i t u t e  a quorum.

Sec. 4 7 . 0 7 . 1 8 0 .  D U T I E S  O F  T HE C O MM IS SI O N.  The c o m m i s s i o n  shall 

r e v i e w  p r o p o s e d  rates a n d  b u d g e t s  of h e a l t h  f a c i l i t i e s  a n d  e s t a b l i s h
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m e d i c a l  a s s i s t a n c e  r e i m b u r s e m e n t  r a t e s  for h e a l t h  facili ti es  u n d e r  this 

c h a p t e r  a n d  AS 4 7 . 2 5 . 1 2 0  - 47.25. 30 0 .

Sec. 47.07 .1 9 0.  E M P L O Y M E N T  O F  P E RS ON N E L .  The. c o m m i s s i o n  m ay

e m p l o y  a n  e x e c u t i v e  dire ct or  at a s a l a r y  that it shall determine. W i t h

the a p p r o v a l  of the commission, the e x e c u t i v e  d i r e c t o r  m a y  s e le ct  and 

e m p l o y  a d d i t i o n a l  staff. The e x e c u t i v e  d i r e c t o r  an d o th er  e m p l oy ee s  of 

the c o m m i s s i o n  a r e  i n  the e x e m p t  s e r v i c e  u n d e r  A S  39.25.

* Sec. 6. AS 4 7. 2 5 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 47.25.195. R E I M B U R S E M E N T  T O  H E A L T H  F A C I L I T I E S  FOR M E D IC A L 

A S S I S T A N C E .  (a) R e i m b u r s e m e n t  to a h e a l t h  f a c i l i t y  for m e d i c a l  a s s i s­

tanc e  p r o v i d e d  to a n e e d y  p e r s o n  u n d e r  AS 4 7 . 2 5 . 1 2 0  - 4 7 . 2 5 . 3 0 0  shall be 

m a d e  as p r o v i d e d  i n  AS 47.07.

(b) In this s e c t i o n  " h e a l t h  f a c i l i t y” has  the same m e a n i n g  as 

u n d e r  AS 4 7 . 0 7 . 08 0( 9) .

* Sec. 7. AS 4 7. 07 .080(1) is repealed.

* Sec. 8. The terms of the first m e m b e r s  of the M e d i c a l  A s s i s t a n c e  Budget

R e v i e w  C o m m i s s i o n  a pp oi n t e d  uir1er A S  4 7 . 0 7 . 1 3 0  e n a c t e d  in sec. 5 of this Act 

are as follows: two m e m be rs  shall serve t hr ee  years, two m e m b e r s  shall serve,

t wo years, a n d  one m e m b e r  shall serve for one year. The g o v er no r shall 

s p e c i f y  the t e r m  of e a c h  m e m b e r  a p p o i n t e d  u n d e r  this section.

* Sec. 9. T h i 3  Act takes e ffect J a n u a r y  1, 1983.
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FISCAL NOTE

I. REQUEST
Bill/Resolution No. SB 698_________________________________________________
Title An Act creating the Health Care Facilities Commission_______________________ ______

Requested by________________________________________________________ D a t e _ > 3 lK  Z Z z Z

THE LEGISLATURE OF THE STATE OF ALASKA
T W E L F T H  L E G I S L A T U R E

II. FISCAL DETAIL .>
Agency Affected Health and Social S e r v i c e s ____________________________________________

Program Category Affected ____________________________________________________________
BRU, Program, or Subprogram(s) Affected G R M  M e d i c a i d _________________________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 FY 86
100 PERSONAL SERVICES 0 .1.96,0 220,0 ■247.0 276.0 909.0
200 TRAVEL n 26.0 ._ 29. 9 2 7 . 5 42.9
300 CONTRACTUAL n .... ... J o i . 9 ?nn.q 282.0
400 COMMODITIES ], .. i 7.1 2.4
,500 EOUIPMENT U 6.0 1.0 0 0 0
600 LAND & STRUCTURES " O ' —
700 o  r a n t s t l a j  ms,, in c 0 0 0 0

GRM 0 0
TOTAL 0 412.5 447.3 502.9 565.2 635.7

FUNDING (Thousands of Dollars)

GENERAL FUND 412.5 447.3 502.9 565.2 635.7
FEDERAL FUNDS 0 0 0 0 0
OTHER (Specifv Fund Source)

POSITIONS 

FULL TIME 0 5 5 5 5 5
PART TIME 0 - - — — —

TEMPORARY 0 - - - - -

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
A. Assumptions - Same as Detail Budget Instructions except a 13% yearly inflation figure 

is used.

B. Positions - See attached.

a. Uniform accounting system is necessary in order to compare costs of health 

facilities. Demonstration project in Washington state emphasized the need for 
uniform accounting.

b. U n i form budgeting system for reporting and projecting future expenditures which 

can then be compared with local, regional and national needs and trends. To establish 

a uniform accounting and budgeting system will take between 1 and 2 years for develop­

ment and subsequent training of providers.

c. Lease data processing equipment and time from the Department of Administration for 

forecasting and analyzing health data.

d. Dollar figure in claims represents the cost/^o frhe M e ^ i ^ i i ^ P r o ^ r a m  due to the

IV. f « W h°v°r from retrospoctive A____________
AGENCY -Health-nnd Social Servirvi^/nPA 

Original: Legislative Finance PHONE _ 465-3355_________________
cc: Budget and Management ------------------------------------



100 Personal Service
PA Program Officer 

Auditors 
CT III 

MA Administrator

Salary Salary
Positions Range Cost

Monthly
Salary
TOTAL

(12466 +

• (1) 21 3475 3475

(2) 18 2838 5676

(1) 8 1482 1482

(1) •> 17 2640 2640
13273

benefits) = 16325 x 12 mos = 195909.

200 Travel

201 Commission
(5 person, 4 meetings/.yr)
202 Training & Audit

10.0

16.0
26.0

300 Contractual

310 Comm Telephone, postage 12.0
320 Printing 4.0
330 Rents/leases 15.0
340 Repair 1.0
360 Equip rental/copier 2.5
364 Typewriter 13.7
365 Telecommunications 5.0

(Commission public meetings)
370 Data Processing 13.7
389 Contracts

a) uniform budget 50.0
b) uniform acct 50.0
c) legal counsel 15.0

390 Mi sc 1.0
W . 9

400 Commodities 1.5

500 Equipment (office furniture) 6.0
FY83 TOTAL 375.5
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Introduced: 1/29/82
Referred: Health, E d u c a t i o n  and
Social Services and F i n ance

B Y  T HE HEALTH, EDUCATION, A N D  
IN T HE SENATE S OCIAL SERVICES COM M I T T E E

SENATE BILL NO. 698

IN THE L E G I S L A T U R E  OF T H E  STATE OF A L A S K A

T W E L F T H  L E G I S L A T U R E  - S E C O N D  SESSION

A  BILL

For a n  A c t  entitled: "An Act r e l a t i n g  to state reimb u r s e m e n t  of h e a l t h

facilities for m e d ical ass i s t a n c e  p r o v i d e d  to n e e d y  

persons; and p r o v i d i n g  for a n  effective date."

BE IT E N A C T E D  B Y  THE L E G I S L A T U R E  OF T HE STATE O F  ALASKA:

* S e c t i o n  1. FINDINGS AND DE C L A R A T I O N  OF POLICY. The legislature finds 

and declares that h e a l t h  facilities are vital to the welfare of the people of 

the state. Accordingly, the l egislature ackno w l e d g e s  the need to reimburse 

he a l t h  facilities for services p r o v i d e d  to b e n e ficiaries of state programs at 

a level that w i l l  meet the total f inancial r e q uirements of the facilities. 

In order to make this reimb u r s e m e n t  p r u d e n t l y  it is nec e s s a r y  that r e i m b u r s e­

ment rates for h e a l t h  facilities f r o m  the m e d i c a i d  a n d  general reli e f - m e d i c a l  

programs should be p r o s p e c t i v e l y  n e g o t i a t e d  so that appropriate and e q u i t a b l e  

funding decisions can be made.

* Sec. 2. AS 4 7 .07.070 is r e p e a l e d  a nd r e e n a c t e d  to read:

Sec. 47.07.070. R E I M B U R S E M E N T S  TO H E A L T H  FACILITIES. The r e i m­

bursement rate to a h e a l t h  facility shall be ba s e d  on a fair rate for 

reasonable costs that are i n c u r r e d  b y  the facility. In addi t i o n  to the 

costs of a h e a l t h  facility, r e i m b u r s e m e n t  shall reflect a reasonable 

r e t u r n  on investment. R e i m b u r s e m e n t  to a h e a l t h  facility shall be made 

for

(1) costs of current operations, including

(A) wages and salaries, p u r c h a s e d  services inc l u d i n g  

p h y s i c i a n  fees, supplies, insurance, leases, depreciation, taxes, 

interest expense, maintenance, mi n o r  re m o d e l i n g  and other normal

-1- SB 698
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h e a l t h  facility operating expenses;

(B) charity a n d  credit losses;

(C) education;

(D) research; and

(E) the cost of p r e p a r i n g  budgets and n e g o t i a t i n g  rates 

un d e r  AS 47.07.072;

(2) an operating m a r g i n  to provide

(A) capital to meet current obligations;

(B) capital for preservation, improvement, and expa n s i o n  

of buildings a nd equipment;

(C) debt service; a nd

(D) a r e t u r n  on e q u i t y  capital.

* Sec. 3. AS 47.07 is amended b y  a d d i n g  n e w  sections to read:

Sec. 47.07.072. B UDGET DETERMINATION. (a) At least 90 days 

b e f o r e  the start of a fiscal year of a h e a l t h  facility, the division 

shall provide the h e a l t h  facility with a n  estimate of its volume for the 

fiscal year.

(b) At least 60 days b efore the start of the fiscal year of a 

h e a l t h  facility, the h e a l t h  facil i t y  shall submit its proposed rates for 

m e d i c a l  service, reimb u r s e m e n t  and its b u dget projections to the c o m m i s­

sion  on forms p r e s c r i b e d  by the commission.

(c) W i t h i n  45 days after the p r o p o s e d  rates and budget projections 

a re submitted, the commission shall r e v i e w  the rates and budget p r o j e c­

tions a n d  shall approve or deny the p r o p o s e d  rates. The h ealth facility 

m a y  p r e sent oral testimony and d o c u m e n t a t i o n  to support its prop o s e d  

rates b efore the com m i s s i o n  makes a d e c i s i o n  under this subsection. If 

the c o m m i s s i o n  does not issue a w r i t t e n  decision w ithin the pre s c r i b e d  

time period, the rates of the h e a l t h  facility are considered to be 

approved.
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(d) W i t h i n  30 days of an a d v erse decision, a h e a l t h  f a c i l i t y

(1‘, m a y  r e q uest the c o m m i s s i o n  to rec o n s i d e r  the decision; or

(2) regardless of w h e t h e r  it requests reconsideration, m a y

appeal the d e c i s i o n  to a superior court a n d  m a y  o b t a i n  de novo r e v i e w  of 

the decision. During r e c o n s i d e r a t i o n  or appeal a h e a l t h  faci l i t y  shall 

receive payme n t s  a c c o r d i n g  to the rates a p p r o v e d  b y  the commission.

(e) A  h e a l t h  facility m a y  submit a prop o s a l  for a m e n d e d  rates w i t h  

a n  a m e nded b udget to the c o m m i s s i o n  d u r i n g  its fiscal year. W i t h i n  60 

days of s u b m i s s i o n  of the p r o p o s a l  for a m e n d e d  rates the c o m m i s s i o n  

shall r e v i e w  the proposal and issue a w r i t t e n  decision. If the c o m m i s­

sion does not issue a w r i t t e n  d e c i s i o n  w i t h i n  the p r e s c r i b e d  time period, 

the a m e n d e d  rates are co n s i d e r e d  to be approved.

(f) W i t h i n  90 days a f t e r  the e n d  of the fiscal year of a h e a l t h

facility, the faci l i t y  shall submit a report on its financial p e r f o r m a n c e

d uring the fiscal yea r  to the commission, on forms pre s c r i b e d  by the 

commission.

Sec. 47.07.074. A U DITS A N D  INSPECTIONS. As a c o n d i t i o n  of o b t a i n­

ing r e i m b u r s e m e n t  under AS 47.07.070, a h e a l t h  facil i t y  shall a l l o w

(1) the. d i v i s i o n  to have reasonable access to its financial 

records of medical a s s i stance b e n e f i ciaries; and

(2) i n s p e c t i o n  of financial records b y  the divi s i o n  and other 

s t a’:e and federal agencies to the e xtent required b y  federal law a n d  

regulation.

* Sec. 4. AS 47.0 7 . 0 8 0  is a m e nded b y  a d d i n g  n ew p a r agraphs to read:

(6) "commission" means the M e d i c a l  A s s istance Budget R e v i e w  

Commission;

(7) "division" means the d i v i s i o n  of public as s i s t a n c e  of the 

Department of H e a l t h  a n d  Social Services;

(8) "equity capital" means
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(A) the i n v e stment of a h e a l t h  facility in buildings,

real property, equipment and other p r o p e r t y  related to p a t ient

care;

(B) mo n e y  required by a lease to be deposited b y  a

h e a l t h  facility that leases a building, real property, equipment,

or other prope r t y  related to p a t ient care; and

(C) net w o r king capital m a i n t a i n e d  for the conduct of 

p a t i e n t  care activities;

(9) " h e alth facility" incl u d e s  a hospital, skilled nursing 

facility, intermediate care facility, i n t e r m e d i a t e  care facility for the 

m e n t a l l y  retarded, inpatient p s y c h i a t r i c  facility, home h e a l t h  agency, 

rural h e a l t h  clinic, outpatient surgical clinic and any other faci l i t y  

that receives m e d i c a i d  or medical ass i s t a n c e  reimbursement under this 

c h a pter or under AS 47.25.120 - 4 7 . 2 5 . 3 0 0  for services t r a d i t i o n a l l y  

p r o v i d e d  in a h e a l t h  facility;

(10) "volume" means the total service p r o v i d e d  to m e d i c a i d  and 

m e d i c a l  assistance beneficiaries under this chapter and under AS 47.25.- 

120 - 4/.25.300.

* Sec. 5. AS 47.07 is amended by a d ding n e w  sections to read;

A R T I C L E  2. MEDICAL ASS I S T A N C E  B UDGET R E V I E W  COMMISSION.

Sec. 47.07.110. M E D ICAL ASS I S T A N C E  B U D G E T  R E V I E W  C O M MISSION E S T A B­

LISHED. The M e d ical Assistance Budget R e v i e w  C o m m i s s i o n  is es t a b l i s h e d  

in the O f f i c e  of the Governor.

Sec. 47.07.120. C O M P O SITION OF COMMISSION. The c o m m ission consists 

of five members as follows:

(1) the chief executive officer of a h e a l t h  facility that is 

licensed by the state but not owned or o p e r a t e d  by the state or federal 

go v e r n m e n t  and that is subject to the b u d g e t  r e v i e w  process un d e r  this 

c h a p t e r ;
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(2) a p e r s o n  e m p l o y e d  in or a s s o c i a t e d  wi t h  the medical 

ins u r a n c e  industry?

(3) a p h y s i c i a n  lice n s e d  to p r a c t i c e  medicine in the state

w h o  is a c t i v e l y  e n g aged i n  the p r a c t i c e  of m e d i c i n e  and who is not

e m p l o y e d  by the state or federal government;

(4) a p erson wit h  a r e l e v a n t  p r o f e s s i o n a l  ba c k g r o u n d  who can 

r e p r e s e n t  the state business community; a nd

(5) a p e r s o n  who c an r e p r e s e n t  consumers of h e a l t h  services

a n d  who does not have direct or i n d i r e c t  interest in a n  e ntity that

provides h e a l t h  care services.

Sec. 47.07.130. A P P O I N T M E N T  OF MEMBERS. Members of the c o m m i s s i o n  

are app o i n t e d  by the governor a nd serve at the pleasure of the governor.

Sec. 47.07.140. T E R M  OF MEMBERSHIP. A m e m b e r  of the com m i s s i o n  is 

a p p o i n t e d  for a t e r m  of three years, and m a y  not j e  appo i n t e d  to a 

successive term. The terms of the m e m bers shall be staggered. A m e m b e r  

a p p o i n t e d  to fill a vacancy serves for the u n e x p i r e d  t e r m  of the member 

he succeeds. A ter m  shall be m e a s u r e d  fro m  J a n u a r y  1 of the year in 

wh i c h  the te r m  of the vacant p o s i t i o n  begins, regardless of w h e n  the 

v a c a n c y  is filled.

Sec. 47.07.150. COMPENSATION. A m e m b e r  of the com m i s s i o n  serves 

w i t hout c o m p e n s a t i o n  but is e n t i t l e d  to per d i e m  and travel expenses 

a u t h o r i z e d  b y  law for boards and c ommissions under AS 39.20.180.

Sec. 47.07.160. OFFICERS. At the first m e e t i n g  of each year, the 

co m m i s s i o n  shall elect a chair fro m  a m o n g  its members.

Sec. 47.07.170. MEETINGS A N D  QUORUM. The c o m m ission shall meet as 

o f t e n  as is nec e s s a r y  to conduct its business. Three members of the 

com m i s s i o n  constitute a quorum.

Sec. 47.07.180. DUTIES O F  THE COMMISSION. The c o m mission shall 

r e v i e w  proposed rates and budgets of h e a l t h  facilities and e s t a b l i s h
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m e d i c a l  a s s i s t a n c e  r e i m bursement rates for h e a l t h  facilities under this 

chapter a n d  AS 4 7 . 2 5 . 1 2 0  - 47.25.300.

Sec. 47.07.190. EMP L O Y M E N T  OF PERSONNEL. The commission m ay

e m p l o y  a n  e x e c u t i v e  director at a s alary that it shall determine. W i t h

the a p p r o v a l  of the commission, the e x ecutive director may select and 

e m p l o y  a d d i t i o n a l  staff. The e x ecutive director and other employees of 

the c o m m i s s i o n  are in the exempt service un d e r  AS 39.25.

* Sec. 6. AS 47.25 is a m e n d e d  by a dding a n e w  s e c tion to read:

Sec. 47.25.195. R E I M B U R S E M E N T  TO H E A L T H  FACILITIES FOR MEDICAL 

ASSISTANCE. (a) Reimbursement to a h e a l t h  facility for medical a s s i s­

tance p r o v i d e d  to a ne e d y  p e r s o n  un d e r  AS 4 7 .25.120 - 47.25.300 shall be 

made as p r o v i d e d  i n  AS 47.07.

(b) In this j e c tion " h e alth facility" h a s  the same m e a ning as 

under AS 47.07.080(9).

* Sec. 7. AS 47.07.080(1) is repealed.

* Sec. 8. T he terms of the first m e m bers of the M e d i c a l  Assistance Budget

R e v i e w  C o m m i s s i o n  a p p o i n t e d  under AS 4 7 .07.130 e n a c t e d  in sec. 5 of this Act 

are as follows: two members shall serve three years, two members shall serve

two years, and one m e m b e r  shall serve for one year. The governor shall 

s p e cify the t e r m  of eac h  m ember a p p o i n t e d  under this section.

* Sec. 9. This Act takes effect J a n u a r y  1, 1983.
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BY T H E  HEALTH, EDUCATION, A N D  
IN T H E  S E N A T E  S OCIAL SERVICES COMMITTEE

CS FOR SENATE BILL NO. 698 (HESS)

IN THE LE G I S L A T U R E  OF THE STATE OF A L A S K A

T W E L F T H  LE G I S L A T U R E  - S E C O N D  SESSION

A  BILL

For an Act entitled: "An Act relating to state reimb u r s e m e n t  of h e a l t h

facilities for medical ass i s t a n c e  provi d e d  to needy 

persons; and p r o v i d i n g  for a n  effective date."

BE IT E N A C T E D  BY T HE LE G I S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. FINDINGS A ND D ECLARATION OF POLICY. The legislature finds 

and declares that h e a l t h  facilities are vital to the w e l fare of the people of 

the state. Accordingly, the legislature a c k n o w l e d g e s  the need to reimburse 

h e a l t h  facilities for services provided to b e n e f iciaries of state programs at 

a level that wi l l  pay for the costs of the facilities that are attributable to 

those programs. In order to make this r e i m b u r s e m e n t  pru d e n t l y  it is necessary 

that r e i m b u r s e m e n t  rates for health facilities fr o m  the m e d i c a i d  and general 

r e l i e f - m e d i c a l  programs should be p r o s p e c t i v e l y  n e g o t i a t e d  so that a ppropriate 

a n d  equ i t a b l e  funding decisions can be made.

* Sec. 2. AS 4 7 . 0 7 . 0 7 0  is repealed and r e e n a c t e d  to read:

Sec. 47.07.070. R EIMBURSEMENTS TO H E A L T H  FACILITIES. Th. r e i m­

bur s e m e n t  rate to a h e a l t h  facility shall be based on a fair rate for 

rea s o n a b l e  costs that are incurred b y  the facility. In a d d i t i o n  to the 

costs of a h e a l t h  facility, r e i m b u r s e m e n t  shall reflect a reasonable 

r e t u r n  o n  investment. R e i m bursement to a h e a l t h  facility shall be made 

by the d i v i s i o n  for

(1) costs of current operations, including

(A) wages and salaries, p u r c h a s e d  services including 

p h y s i c i a n  fees, supplies, insurance, leases, depreciation, taxes, 

inte r e s t  expense, maintenance, minor r e m odeling and other normal

-1- CSSB 6 9 8 (HESS)



h e a l t h  f a c i l i t y  ope r a t i n g  expenses}

(B) charity and credit losses;

(C) education;

(D) research; and

(E) the cost of p r e p a r i n g  budgets a nd n e g o t i a t i n g  rates 

un d e r  AS 47.07.072;

(2) a n  o perating m a r g i n  to provide

(A) capital to meet current obligations;

(B) capital for preservation, improvement, and exp a n s i o n  

of buildings and equipment;

(C) debt service;

(D) r e t irement of debt; a nd

(E) a r e t u r n  o n  e quity capital.

* Sec. 3. AS 47.07 is a m e n d e d  by a dding n e w  sections to read;

Sec. 47.07.072. B U D G E T  DETERMINATION. (a) At least 90 days 

before the start of a fiscal year of a h e a l t h  facility, the division 

shall provide the h e a l t h  facility w i t h  a n  estimate of its volume for the 

fiscal year.

(b) At least 60 days before the start of the fiscal year of a 

h e a l t h  facility, the h e a l t h  facil i t y  shall submit its p r o p o s e d  rates for 

r e i m b u r s e m e n t  a nd its b u d g e t  projections to the c o m m ission on forms 

p r e s c r i b e d  b y  the commission.

(c) W i t h i n  45 days after the p r o p o s e d  rates a nd b u d g e t  projections 

are submitted, the co m m i s s i o n  shall r e v i e w  the rates and b u dget p r o j e c­

tions and shall e s t a b l i s h  rates in a c c ordance w i t h  the guidelines e s t a b­

lished under AS 47.07.070. The h ealth f a c i l i t y  m a y  present oral t e s t i­

mo n y  a nd d o c u m e n t a t i o n  to support its p r o p o s e d  rutes before the c o m m i s­

sion makes a d e c i s i o n  under this subsection. If the c o m m ission does not 

issue a w r i t t e n  d e c i s i o n  w i t h i n  the p r e s cribed time period, the rates of
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the h e a l t h  facility are considered to be approved.

(d) W i t h i n  30 days of a decision, a h e a l t h  f a c i l i t y  (1) m a y  r e q uest 

the c o m m i s s i o n  to r e c o nsider the decision* or (2) r e g a r d l e s s  of w h e t h e r  

it requests r e c o n sideration, m a y  appeal the d e c i s i o n  to a superior court 

and m a y  o b t a i n  de novo r e v i e w  of the decision. D uring r e c o n s i d e r a t i o n  

or a ppeal a h e a l t h  facility shall r e c eive p a y m e n t s  a c c o r d i n g  to the 

rates a p p r o v e d  b y  the commission.

(e) A  h e a l t h  facility may submit a propo s a l  for a m e n d e d  rates w i t h  

a n  a m e n d e d  b u d g e t  to the com m i s s i o n  d uring its f iscal year. W i t h i n  60 

days of s u b m i s s i o n  of the proposal for a m e n d e d  rates the com m i s s i o n  

shall r e v i e w  the proposal and issue a w r i t t e n  decision. If the c o m m i s­

sion  does not issue a w r i t t e n  d e c i s i o n  w i t h i n  the p r e s c r i b e d  time period, 

the a m e n d e d  rates are considered to be approved.

(f) W i t h i n  90 days after the end of the fiscal year of a h e a l t h  

facility, the f a c i l i t y  shall submit a report on its financial performance 

during the fiscal year to the commission, on forms p r e s c r i b e d  by the 

commission.

Sec. 47.07.074. U N I F O R M  ACCOUNTING, BUDGETING, A N D  FINANCIAL R E­

PORTING. (a) The commission, after study and in c o n s u l t a t i o n  w i t h  

a d v i s o r y  committees that may be es t a b l i s h e d  for that purpose, shall 

establish, by regulations, adopted under the A d m i n i s t r a t i v e  Procedure 

Act, (AS 44.62), a u n i form s ystem of accounting, budgeting, a nd financial 

reporting, inc l u d i n g  methods b y  w h i c h  a h e a l t h  facil i t y  shall record 

revenues, expenses, assets and liabilities, a n d  units of service. A 

h e a l t h  f a c i l i t y  shall adopt the s ystem for its fiscal year effective on 

a date determined b y  the commission.

(b) In establ i s h i n g  u n i f o r m  accounting, budgeting, and financial 

r e p o r t i n g  procedures, the commission shall consider:

(1) systems of accounting, budgeting, and financial reporting
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p r o c edures p r e s e n t l y  used b y  h e a l t h  facilities;

(2) differences among h e a l t h  facilities in size, financial 

structure, m e t h o d  of obtaining p a y ment for services, scope and type of 

services provided, and m e t h o d  of prov i d i n g  services;

(3) types of h e a l t h  care services provided; a n d

(4) other relevant factors.

(c) The c o m m i s s i o n  may m o d i f y  the accounting, budgeting, and

f inancial r e p o r t i n g  requirements for a h e a l t h  f a c i l i t y  if the m o d i f i c a­

tio n  is nec e s s a r y  to avoid excessive h e a l t h  f a c i l i t y  costs in m e e ting 

the r e quirements of a u n i f o r m  s y stem of accounting, budgeting, and 

financial reporting, a nd if the modificatior is c o n s istent w i t h  the 

purposes of this chapter.

Sec. 47.07.076. A U DITS A N D  INSPECTIONS. As a con d i t i o n  of o b t a i n­

ing r e i m b u r s e m e n t  under .\S 47.07.070, a h e a l t h  f a c i l i t y  shall a l l o w

(1) the divi s i o n  to have reasonable access to its financial 

records of m e d ical assistance beneficiaries; and

(2) i n s p e c t i o n  of financial records by the d i v i s i o n  a nd other 

state a n d  f e d e r ' 1 agencies to the extent r e q u i r e d  b y  federal law a nd 

regulation.

Sec. 4. AS 4 7 . 0 7 . 0 8 0  is a m e n d e d  b y  adding n e w  pa r a g r a p h s  to read:

(6) "commission" means the M e d ical A s s i s t a n c e  Budget R e v i e w  

Commission;

(7) "division" means the division of p ublic assistance of the 

Department of H e a l t h  a n d  Social Services;

(8) "equity capital" means

(A) the investment of a h e a l t h  faci l i t y  in buildings, 

real property, equipment, and other p r o p e r t y  r e l a t e d  to patient 

c a r e ;

(B) mo n e y  required b y  a lease to be deposited b y  a
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he a l t h  faci l i t y  that leases a b u i l d i n g v real property, equipment, 

or other p r o p e r t y  related to patient care; and

(C) net w o r k i n g  capital m a i n t a i n e d  for the conduct of 

patient care activities;

(9) "health facility" includes a hospital, skilled n u r s i n g  

facility, interm e d i a t e  care facility, i n t e r m e d i a t e  care facility for the 

m e n t a l l y  retarded, inpatient p sychiatric facility, h o m e  h e a l t h  agency, 

rural h e a l t h  clinic, outpatient surgical clinic, and any other facility 

that receives m e d i c a i d  or m e d ical as s i s t a n c e  r e i m b u r s e m e n t  under this 

chapter or under AS 47.2 5 . 1 2 0  - 47. 2 5 . 3 0 0  for services '■“aditionally 

provided in a h e a l t h  facility;

(10) "volume" means the total service prov i d e d  to m e d i c a i d  and 

medical ass i s t a n c e  b e n e ficiaries under this chapter a nd un d e r  AS 47.25.- 

120 - 47.25.300.

* Sec. 5. AS 47.07 is amended b y  adding n e w  sections to read:

ARTICLE 2. M E D I C A L  ASS I S T A N C E  BUDGET R E V I E W  COMMISSION.

Sec. 47.07.110. M E D I C A L  A S S I S T A N C E  B UDGET R E V I E W  C O M M I S S I O N  E S T A B­

LISHED. T he M e d i c a l  Assistance Budget R e v i e w  C o m m i s s i o n  is established 

in the D e p artment of Commerce and Economic Development.

Sec. 47.07.120. C O M P O S I T I O N  OF COMMISSION. The c o m m ission consists 

of five m e m bers as follows:

(1) the chief executive officer of a h e a l t h  facility that is 

licensed b y  the state but not owned or o p e r a t e d  by the state or federal 

government and that is subject to the b u d g e t  r e v i e w  process under this 

c h a p t e r ;

(2) a p e r s o n  employed in or a s s o c i a t e d  wi t h  the medical 

insurance industry;

(3) a p h y s i c i a n  licensed to p r a c t i c e  medi c i n e  in the state 

who is a c t i v e l y  e n g aged in the prac t i c e  of m e d i c i n e  and who is not
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empl o y e d  b y  the state or federal government;

(4) a p e r s o n  with a relevant profes s i o n a l  b a c k g r o u n d  who can

repr e s e n t  the state business community; and

(5) a p e r s o n  w ho can represent consumers of h e a l t h  services 

a n d  who does not have direct or indirect interest in a n  e n t i t y  that 

provides h e a l t h  care services.

Sec. 47.07.130. AP P O I N T M E N T  OF MEMBERS. Members of the commission 

are appo i n t e d  b y  the governor and serve at the pleasure of the governor.

Sec. 47.07.140. T E R M  OF MEMBERSHIP. A m e m b e r  of the commission is 

a p p o i n t e d  for a term of three years, and may not be app o i n t e d  to a 

successive term. The terras of the members shall be staggered. A m ember 

a p p o i n t e d  to fill a v a c ancy serves for the une x p i r e d  ter m  of the member 

he succeeds. A  term shall be m e a s u r e d  from J a n u a r y  1 of the year in 

w h i c h  the term of the vacant p o s i t i o n  begins, regardless of w h e n  the 

v a c a n c y  is filled.

Sec. 47.0".150. COMPENSATION. A m e m b e r  of the commission serves 

w i t h o u t  c o m p e n s a t i o n  but is e n t i t l e d  to per d i e m  and travel expenses 

a u t horized by law for boards a nd commissions under AS 39.20.180.

Sec. 47.07.160. OFFICERS. At the first m e e t i n g  of each year, the

c o m m i s s i o n  shall elect a chair from among its members.

Sec. 47.07.170. MEETINGS A N D  QUORUM. The c o m mission shall meet as 

o f t e n  as is nec e s s a r y  to conduct its business. Three members of the 

c o m m i s s i o n  constitute a quorum.

Sec. 47.07.180. DUTIES OF THE COMMISSION. The co m m i s s i o n  shall 

r e v i e w  p r o p o s e d  rates and budgets of h e a l t h  facilities and esta b l i s h  

medical as s i s t a n c e  r e i m bursement rates for h e a l t h  facilities under this 

chapter a n d  AS 47.2 5 . 1 2 0  - 47.25.300.

Sec. 47.07.190. EMP L O Y M E N T  OF PERSONNEL. The c o m m ission may 

e m p l o y  a n  executive director at a salary that it shall determine. Wi t h
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1 the approval of the commission, the e x ecutive director may select and 

e m p l o y  a d d itional staff. The e x ecutive director a n d  other employees of 

the c o m m i s s i o n  are in the exempt service un d e r  AS 39.25.

* Sec. 6. AS 47.25 is a m e nded by a d d i n g  n e w  s e c tion to read:

Sec. 47.25.195. R E I M B U R S E M E N T  TO H E A L T H  FACILITIES FOR MEDICAL

ASSISTANCE. (a) Reimb u r s e m e n t  to a h e a l t h  f a c i l i t y  for m e d i c a l  a s s i s­

tance provided to a n e e d y  p e r s o n  under AS 47.2 5 . 1 2 0  - 47.25.300 shall be 

made as prov i d e d  i n  AS 47.07.

(b) In t4is section " h e a l t h  facility" has the same m e a n i n g  as 

under AS 47.07.080(9).

* Sec. 7. AS 47.07.080(1) is repealed.

* L>ec. 8. The terms of the first members of the M e d i c a l  Assistance Budget 

R e v i e w  C o m m i s s i o n  a p p o i n t e d  u n d e r  AS 47.07.130 e n a c t e d  in sec. 5 of this Act 

are as follows: two members shall serve three years, two members shall serve 

two years, and one m e m b e r  shall serve for one year. The governor shall 

specify the term of eac h  m ember app o i n t e d  under this section.

* Sec. 9. The Medical A s s i s t a n c e  Budget R e v i e w  C o m m i s s i o n  shall be g i n  its 

r e v i e w  of h e a l t h  faci l i t y  budgets after it has a d o p t e d  u n i f o r m  accounting, 

budgeting, and financial repo r t i n g  forms but it may not e s t a b l i s h  rates of 

r e i m b u r s e m e n t  for a h e a l t h  facility under AS 4 7 . 0 7 . 0 7 2  for a h e a l t h  facility 

fiscal year that begins before J u l y  1, 1983.

* Sec. 10. In de t e r m i n i n g  the e f fective date for a h e a l t h  faci l i t y  to 

i m plement a u n i f o r m  s y s t e m  of accounting, budgeting, a nd financial reporting 

under AS 4 7 . 0 7 . 0 7 4  the M e d ical A s s i stance Budget R e v i e w  C o m m ission shall 

consider b o t h  the need for u n i f o r m  repo r t i n g  i n f o r m a t i o n  under AS 47.07 a nd 

the admi n i s t r a t i v e  and econ o m i c  difficulties that a h e a l t h  facility m a y  

enc o u n t e r  in changing its m e t h o d  of accounting, but the effective date for 

adop t i o n  of a u n i f o r m  s y s t e m  of accounting, budgeting, a nd financial reporting 

by a p a r t i c i p a t i n g  h e a l t h  facility m a y  not be later than 18 m onths after the

-7- CSSB 6 9 8 (HESS)
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POSITION PAPFR 
Senate Bill 698

An act authorizing State reimbursement of health facilities for medical 
assistance on the basis of prospectively determined rates.

Senate Bill 698 would require that Medicaid and General Relief Medical 
(GRM) reimbursement for services provided by health facilities be based 
on a prospective determination of reimbursement by January 1, 1983.

Under present State and fedpral statutory language, a prospective 
reimbursement system is an optional rather than a mandatory method of 
payment.

Overview

The current system of reimbursing health facilities for services to 
provided Medicare, Medicaid, and GRM beneficiaries is retrospective in 
nature. That is, health facilities are paid for their services based on 
a cost report submitted after the services have been provided and after 
the end of each facility's fiscal year. ________________________  , The Medicare intermediary (Blue
Cross) and the Department (as the agency administering the Medicaid and 
GRM programs) review the year-end cost reports and pay the facilities 
the lower c,f allowable costs or charges. During each year the

interimintermediaries pay health facilities based
prior year's cost report.

In response to this situation, approximately thirty-four states have 
instituted a prospective system of reimbursement for nursing home 
services under Medicaid and sixteen states have instituted a prospective 
system of reimbursement for hospital services under Medicaid. These 
prospective systems have taken many forms, each state's structure a 
little different. However, they share the same philosophical purpose: 
"to encourage economy and efficiency and to establish a uniform system 
of accounting, budgeting, and reporting in determining a health 
facility's future reimbursement."

SB 698 proposes a prospective reimbursement system for both hospitals 
and nursing homes under Medicaid and GRM. Less than ten states have 
both hospital and nursing homes covered under some type of prospective 
reimbursement system.

Department's Position

The Department of Health and Social Services supports the concept of 
prospective determination of reimbursement. Major benefits of such a 
program are:

1) Standardization of health facilities accounting, reporting and 
budgeting.
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2) Centralization of health facility operational data.

3) Reimbursement based on rates negotiated in advance of the 
fiscal year rather than after the fact.

4) Continual communication between the commission and health 
facility administrators on health care costs in Alaska.

5) Rilling and payment simplification based on negotiated rates 
of reimbursement before services are provided, with no retroactive 
cost settlement.

While Senate Bill 698 would authorize, if passed, a 
reimbursement system, it does not provide for some 
prospective reimbursement that should be considered by the 
before a final version of the bill is allowed to become law.

pro.oective 
aspects of 
Legislature

I. Adequate Program Funding

Paramount to the success of a prospective reimbursement system is a 
commitment by the Legislature to provide adequate funds for the 
Medicaid and GRM programs to pay the full rates established by a 
commission under a prospective reimbursement system. Very little 
will be gained by establishing a budget review commission and a 
prospective reimbursement system if the Medicaid and GRM programs 
are allowed to pay less than their full share of the cost of 
providing services as determined by the commission.

Tf the Department pays less than its full share of 
approved by the commission, other patients utilizing 
long term care facilities will continue to absorb add 
represented by the under payment, thus significantly i 
overall cost. In essence taxpayers receive a double 
occurs: 1) his/her portion of taxes for the Medicaid
2) the added cost of his/her health care because the 
GRM programs do not pay their full share.

the costs as 
hospitals and 
itional costs 
ncreasing the 
tax when this 
program, and 
Medicaid and

As it is currently written, SB 698 does not and cannot insure that 
there will be adequate Medicaid and GRM funds to meet the need
based on rates approved bv the commission. However it is our hope
that the Legislature will clearly indicate its intent on this 
issue.

II. Voluntary or Mandatory System

SB 698 provides for the prospective determination of reimbursement 
rates for the Medicaid and GRM programs only. It is suggested that 
the Legislature consider allowing all financiers of health care 
services to participate in the rate review system when and if they
wish. The bill could include mandatory requirements for state
program to participate and leave it voluntary for other financiers 
to use the system.

-2-
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If the commission is successful in controlling the growth rate of 
health care services, other financiers will want to participate 
because the reimbursement rates approved b.y the commission will 
increase at a lower degree than they would have had the commission 
not been established. If the system is not successful it will 
become clearly known within three to five years because the 
reimbursement rates approved bv the commission will equal or exceed 
the market place rates.

t>

III. Purpose

The Department would like to suggest that the purpose statement in 
SB 698 be amended by adding the following language at page 1, 
line 14 after "meet": "their fair share of".

IV. Uniform Accounting, Budgeting and Reporting

This is a critical part of any prospectivel.y-negotiated 
reimbursement system. SB 698 does not clearly require the 
establishment of a uniform accounting, budgeting and reporting 
process.

We would suggest the following language be used to establish a 
uniform accounting, budgeting, and reporting process:

"(a) The commission, after study and in consultation with 
advisory committees, if any, shall establish by regulation pursuant 
to the Alaska Administrative Procedures Act, AS 44.66, a uniform 
system of accounting, budgeting, and financial reporting, including 
methods by which facilities shall record their revenues, expenses, 
other income, other outlays, assets and liabilities, and units of 
service. All facilities shall adopt the system for their fiscal 
ye-^r period to be effective at the time and date as the commission 
shall direct. In determining the effective date for reporting 
requirements, the commission shall be mindful both of the immediate 
need for uniform reporting information to effectuate the purposes 
of this chapter and the administrative and economic difficulties 
which facilities may encounter in conversion, but in no event shall
the effective date be later than one and one-half years from the
date of enactment of this chapter.

"(b) In establishing uniform accounting budgeting, and 
reporting procedures, the commission shall take in consideration:

"(1) existing systems of accounting, budgeting, and 
reporting presently used b y  health care facilities;

"(?.) differences among facilities according to size;
financial structure; methods of payment for services, scope,
type, and method of providinq services;

"(3) types of health care services provided; and
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"(4) other pertinent distinguishing factors,

"(c) The commission 
modification, consistent 
reporting requirements to 
facilities and to avoid 
meeting the requirements

shall, where appropriate, provide for 
with the purposes of this chapter, of 
correctly reflect the differences among 
otherwise unduly burdensome costs in 
of the uniform system of accounting,

budgeting, and financial reporting.

V. Location of Commission

We would recommend the bill be revised to locate the commission 
within the Department of Commerce and Economic Development, and 
that it be clearly established as an independent commission much 
like the Alaska Public Utilities Commission.

VI. Certificate of Need and Revenue Sharing

We suggest that the hill should have language added that, would 
require the commission to coordinate the rate review svstem with 
the certificate of need process, certification and licensing of
facilities, and the State revenue sharing program, 
agencies administer programs which directly affect 
health care services. The granting or disapproval of 
of need, the payment of revenue sharing funds, 
modifications required by the certification and licensing authority 
can have a ma.ior effect on the cost of providing services in a 
health facility. Under the present system no coordination exists 
between the rate setting activity, payment for health care

Other state 
the cost of 
a certificate 
and facility

services, the granting or disapproval of a certificate of need, 
payment of 
certification

revenue sharing 
and licensing.

funds or the requirements
the
of

VII. Return on Equity Capital

The Department suggests that, page 2, line 12 be amended to add the 
following language after "capital": "not to exceed five percent
per year".

Conclusion

As stated earlier, the Department of Health and Social Services supports 
the concept of Senate Bill 698 but feels the bill can be strengthened. 
Representatives of the Department of Health and Social Services would 
welcome an opportunity to meet with representatives of the Alaska State 
Hospital Association and staff of the Senate Health, Education, and 
Social Services Committee to draft amendments to SB 698 for 
consideration by the Committee.

-4-
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Recommended by

Approved

Rod Bet.it, Director 
Division of Public Assistance

Helen D. Beirne, Commissioner 
Department of Health and

Social Services



THE LEGISLATURE OF THE STATE OF A LASKA
TWELFTH LEGISLATURE

FISCAL NOTE

I. REQUEST
Bill/Resolution No. SB 698_________________________________________

Title An Act creating the Health Car.e-Eacilities Commission 
Requested b y ______________   Date__

II. FISCAL DETAIL
Agency A f f e c t e d Department of Health.-and Social Services

Program Category A f f ected —
BRU, Program, Or Subprogram(s) A f f e c t e d G RM Medicaid
(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section,)

EXPENDITURES (Thousands of Dollars)

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES 0 195.9 221.3 25U.1 " 2 8 2 . 6 3iy .4

200 TRAVEL U 2b.U z y . 3 •+44il 37.5 42.3

300 CONTRACTUAL 0 273.0 195.4 220.9 249.6 282.0

400 COMMODITIES n 1 S . 1 .6 1 .9 2.1 2.4
500 EQUIPMENT r\ c. n n o o n
600 LAND & STRUCTURES

U

700 GRANTS,CLAIMS,ETC.
0

3922.7 4232.3 4572.5 4848.1 5366.9

GRM 1694.3 2076.7 2540.0 3101.3 ' 3778/4"

TOTAL 0 6119.4 6756.6 7618.5 8621.2 9791.4

FUNDING (Thousands of Dollars)

GENERAL FUND 4236'. 5” 4735'. 1 5435.1 6258.5 ' 7228.7'

FEDERAL FUNDS 1882.9 2020.9 2183.4 2362./ 2562.7

OTHER (Specify Source)

POSITIONS

: ILL TIME 0 '5 ' 5 ‘ 5 5 '5

PART TIME 0 - - - - —
TEMPORARY 0 ' - — — — -

0 5 5 5 5 5

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

A. Assumptions - Same as Detail Budget Instructions except a 13% yearly inflation 

figure is used.

B. Positions - See Attached.
a. Uniform accounting system is necessary in order to compare costs of health 
facilities. Demonstratin project in Washington state emphasized theneed for 

u niform accounting.
b. Uniform budgeting system for reporting and projecting future expenditures which 

can then be compared with local, regional and national needs and trends. To

■Hstestablish a u n i form accounting and budgeting system will take between 1 and 2 

years for development and subsequent training of providers.
c. Lease dat a  processing equipment and time from the Department of Administration 

for forecasting and analyzing health data.
d. Dollar figure in claims represents the cdst to the Medicaid Program due to 
the switchover'from retrospective to p p o s n d ^ ^ e y Ma^t)i^9ys^em. See attached.

IV. DATE 3 /', PREPARED BY, 'aM 4 p —
  ; AGENCY p f & S  -  iTPTT- /  ' ' V

Original: Legislative Finance PHONE ~  V/.S"- 3 3 V C '  
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)



Monthly
Salary Salary Salary

Positions Range Cost TOTAL

100 Personal Service
3475 
5676 
148? 
2640 

13273

(12466 + .23 benefits) = 16325 x 12 mos = 195909.

200 Travel

PA Program Officer (1) 21 3475

Auditors (P) 18 2838

CT III (1) 8 1482

HA Administrator (1) 17 2640

201 Commission 10.0

(5 person, 4 meetings/yr)
202 Training & Audit 16.0

300 Contractual

310 Comm Telephone, postage 12.0

320 Printing 4.0

330 Rents/leases 15.0

340 Repair 1.0

360 Equip rental/copier 2.5

364 Typewriter 13.7

365 Telecommunications 5.0

(Commission public meetings)
370 Data Processing 13.7

389 Contracts
a) uniform budget 100.0

b) uniform acct 100.0

c) legal counsel 15.0

390 Mi sc 1.0

400 Commodities 1.5

500 Equipment (office furniture) 6.0
FYR3 TOTAL 475.5



The following tables show the increase or decrease in cost that can be expected 
if a propsective system similar to S.B. 698 is adopted. This bill allows costs 
which are currently not allowed under Medicare principles.

TABLE I*

Long Term Care Cost Projections

Prospective
Rate State Budget Prospective Prospective

Historical System at 15% Annual vs. vs.
Medicaid Cost (-3%) Budget Historical State Budget
n = 15.2
81 base 17073.0 17073.0

82* 19668.0 19668.0
83 22657.0 22067.0 20896.4 (590.0) 1170.6
84 26101.0 24759.0 24030.9 (1342.0) 728.1
85 30068.0 27780.0 27635.5 (2288.0) 144.5
86 34638.0 31169.0 31780.8 (3469.0) (611.8)
87 39904.0 34971.0 36547.9 (4933.0) (1576.9)

GRM
n = 15.2
81 base 449.4 449.1 0
82 568.1 568.1 0
83 654.5 637.4 501.1 (17.1) 136.3
84 753.9 715.2 576.3 (38.7) 138.9
85 868.5 802.4 662.7 (66.1) 139.7
86 1000.5 900.3 762.1 (100.2) 138.2
87 1152.6 1010.2 876.4 (142.4) 133.8

★
n was derived from FY80 and FY81 PBA expenditures.

TABLE IT

Hospital Cost Projections

Medicaid
n = 20.4
81 base 9010.0 9010.0

82** 10848.0 10848.0
83 13061.0 14145.0 11392.9 1084.0 2752.1
84 15725.0 16606.0 13101.8 881.0 3504.2
85 18933.0 19495.0 15067.0 562.0 4428.0
86 22795.0 22887.0 17327.1 92.0 5559.9
87 27445.0 26870.0 19926.2 585.0 6943.8

GRM
n = 20.4
81 base 3890.0 3890.0
82 4683.0 4683.0
83 5639.0 6106.0 4548.0 467.0 1558.0
84 6789.0 7168.0 5230.2 379.0 1937.8
85 8174.0 8415.0 6014.7 241.0 2400.3
86 9841.0 9880.0 6916.9 39.0 2963.1
87 11849.0 11599.0 7954.4 250.0 3644.6

*
*§ee Appendix 1 for derivation of n.

During the first year of prospective budgeting, costs will increase 10%.
THE FY81 BASE FIGURE WAS DERIVED FROM THE PBA SYSTEM.
The n for LTC was computed from DPA expenditures for FY80 and FY81.
The n for Hospital was computed using AHA Hospital Statistic (See Appendix I) for
expenses per adjusted admission from 1975 to 1980.



Appendix I *
Hospital Inrftient Expenses

Expense/Ad.iusted Admission Exp/Ad.iusted Inpatient t)ay

1975 911 103

1975 1160 230

1977 1560 •> 303

1978 1855 340

1979 2235 393
t

1980 2276 408

Average Percent Change = 20.4 Average Percent Change - 17.4

Data was taken from the American Hcsoital Association "Hospital 

Statistics" Annual Survey from 1976 to 1981.



RANGE/STEP
8 A

BARG . UNIT . LOCAT IONPOSIT ION T ITLE
Clerk Typist

TYPE o r  POSIT ION STAFF MONTHS . RP No. 
Permanent . 12 J  N ew

PR IOR ITY

JUST IF ICAT IONAMOUNTTYPE OF EXPEND ITURE

PERSONAL SERVICES: 
SALARY

F IXED BENEF ITS
TOTAL PERSONAL SERV ICES

TRAVEL
CONTRACTUAL
COMMOD IT IES
EQU IPMENT

TOTAL  COST

FUND ING  SOURCERECE IPT CO DE

FED RCPTS
GF MATCH.
GEN . FUND 100.1
'-A RCPTS,
PGM RCPTS !tl?8
OTHER

   ...

C°ClaerCe   P R O G R A M ____

C O NT INUAT ION  
A D D IT ION _

G E N C Y

R a t e  C o m m i s s i o n  S t a f f■j 0  REQUEST FOR N E W  
POS IT ION .

C O M P O N E N T



POSIT ION T IT L E
.Medical Assistance AdmialsJLEator
TYPE o r  POSITION
Permanent

STAFF MONTHS , 
12

r p  No.

TYPE OF EXPEND ITURE
1

PERSONAL SERV ICES : 
SALARY  2639 31668

PCN No.
New

AMOUNT

" T h a n g e /s t e p
J j M _______

BARG. UN IT . 
GGU_______

.M«.|

PR IOR ITY

JUSTIF ICATION:  p o s i t i o n  £s a s t a ff assistant to the Rate Con:r.is.si; 

and is re s p o n s i b l e  for r e s o l v i n g  problems wi t h  providers, p r e­

paring special reports, c o o r d i n a t i n g  inter-departmental act:- 

g vities, c o m p i l i n g  federal and State support document*, train:::, 

 ̂of providers and inte r p r e t a t i o n  of federal and State guideline 
s on health care.

A G E N C Y Commerce P R O G R A M , .Heal .th.

■J 0  REQUEST FO 11 MEW 
POSITION.

i7a:i

&RU New,

C O M P O N E N T  Rate Y ^ m i s s l o a -

P oso________ of_ REVISEDDATE



10

11

12

13
14

POSIT ION T IT LE  
Internal A u d i t o r  III
TYPE o r  POSITION 
Permanent

STAFF  M ONTHS ;

 i 2______ <4

RP No.
N e w

TYPE OF EXPEND ITURE
1

PERSONAL SERV ICES :
SALARY  3041

BENEF ITS
S8S
FIXED BENEF ITS

36492

6068

2736
1928

TOTAL  PERSONAL SERV ICES 01

TRAVEL 02

CONTRACTUAL 03

PCN No. 
New

a m o u n t

46724

4000
7860

COMMOD IT IES f) i

EQU IPMENT OR

OTHER
TOTAL  COST

300

1200

j s q q m .

RANGE/STEP 
18 A IBARG . UN IT . 

GGU

PR IOR ITY

RECE IPT  CO D E FUND ING  SOURCE j
m ............  *

1S FED RCPTS. 1002 y
16 GF MATCH . 1003 y
17 GEN. FUND  100.1 y i
16 1—A RCPTS.' .*006 y ?7
19 PGM RCPTS « 028 y

♦35
20 OTHER .. ________5
21 CONT INUA T ION
22 a d d i t i o n

LOCATION

FORM  12 PAGE/LINE

JUST IF ICAT ION : SAME

-j Q  REQUEST FOR MEW
POSITION*

11 - 1 1 3 6  i7/31)

P R O G R A M  

B R U  .

C O M P O N EN T  _

Health

New

Rate Com m i s s i o n  Staff

P a g o _ -Of_
REVISEDDATE



J0_
11

12

13
K

TYPE OF EXPEND ITURE
1

PERSONAL SERV ICES:
SALARY  2838

BENEF ITS
SBS
F IXED BENEF ITS

36492

6068

2236
1928

TO TA L PERSONAL SERV ICES 01

TRAVEL 02

CONTRACTUAL 03

COMMOD IT IES 04

EQU IPMENT OF

OTHER
TOTAL COST

1
POSIT ION T ITLE
Internal Auditor III >> >

RANGE/STEP
18 A

BARG . UN IT .
G G U

l o c a t i o n APrROV.-.-- o'liJAPi'. i

SS8£uBiS;l
■ i

2
TYPE OF POSIT ION 
Permanent >

STAFF MONTHS , 
12 >

RP No.
N e w

PCN No.
New

PR IOR ITY FORM  12 PAGE/LINE

AMOUNT JUSTIF ICATION:  A c c o u n t i n g  staff for Rate Commission. R e v i e w  

a c c o u n t i n g  and budget mate r i a l  for p rospective rate system.

46724
4000

7860
300

1200

60084

RECE IPT C O D E FUND ING  SOURCE

15 FED  RCPTS. 1007 )
16 G F M A T C H .  1003 A
17 GEN . FUND  100-1 >
IB l-A  RCPTS. .!Q05 ^
19 PGM RCPTS 1078 ^

20 OTHER

P R O G R A M  Health

'I 2  r e q u e s t  FOR N S W  

1 W POSITION.

DRU New

C O M P O N E N T Rate C o m m ission Slaff

Pogo.
REVISEDDATF.



LOCATION
Juneau

RANGE/STEP BARG. UNIT.POSITION TITLE

P u b l i c  .A.qs-i.qfanrp P r o g r a m -  O f f i c e r .  
TYPE OF POSITION STAFF MONTHS ,• RP No.

P e rmanent . 1 2  J

PRIORITY FORM 12 PAGE/LINE M W ?; |

m rrw iirrx iB w iw    th ih / 'h  ■ i ■ 11 i imu i uaif>.y.r^ u i*i aC. «**-*'»• .* ̂

JUSTIFICATION: Executive Director of Rate C o m m ission staff.

D e v elop and m a n a g e  a prospective rate s ystem for the Medi c a i d  j 

and G e n eral Relief Medical Programs. P e r m u l a t e  p olicy and 

procedures. *

a m o u n tTYPE OF EXPENDITURE

PERSONAL SERVICES: 
SALARY 41700

BENEFITS

1800FIXED BENEFITS

TOTAL PERSONAL SERVICES
T R A V E L
CONTRACTUAL

COMMODITIES
EQUIPMENT

OTH_ER________
T O T A L  COST ■661511

FUNDING SOURCERECEIPT CODE

FED RCPTS
G F  M A T C H
GEN. FUND 100-1

I—A RCPTS.
PGMRCPTS <028

OTHER

C O N T I N U A T I O N V.- VVC

A O D I T IQ N

A G E N C Y

Rate C o m mission Staff
R E Q U E S T  F O R  NEY- 

P O S I T I O N .

C O M P O N E N T

REVISEDDATE



Referred: Health, E d u c a t i o n  and
Social Services and F i n a n c e

Introduced: 1/29/82
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1
B Y  THE HEALTH, EDUCATION, A N D  

IN T HE SENATE SOCIAL SERVICES C O M M I T T E E

S ENATE BILL NO. 698

IN THE L E G I S L A T U R E  OF T H E  STATE OF A L A S K A

T W E L F T H  L E G I S L A T U R E  - S E C O N D  SESSION

A  BILL

For an A ct entitled: "An Act r e l a t i n g  to state r e i m b u r s e m e n t  of h e a l t h

facilities for m e d ical assistance p r o v i d e d  to needy 

personsj and p r o v i d i n g  for a n  e f fective date."

BE IT E N A CTED BY THE L E G I S L A T U R E  OF THE STATE O F  ALASKA:

* S e c tion 1. FINDINGS AND D E C L A RATION OF POLICY. The legislature finds 

and declares that h e a l t h  facilities are vital to the w e l fare of the people of 

the state. Accordingly, the legislature a c knowledges the need to reimburse 

h e a l t h  facilities for services p r o v i d e d  to beneficiaries of state programs at 

a level that w i l l  m e e t  the total financial requirements of the facilities.- 

In order to mak e  this r e i m bursement p r u d e n t l y  it is nece s s a r y  that r e i m b u r s e­

ment rates for h e a l t h  facilities f r o m  the m e d i c a i d  a n d  general r e l i e f -medical 

programs should be p r o s p e c t i v e l y  n e g o t i a t e d  so that appropriate and e q uitable 

funding decisions can be made.

* Sec. 2. AS 47. 0 7 . 0 7 0  is repe a l e d  and r e enacted to read:

Sec. 47.07.070. R E I M B U R S E M E N T S  TO H E A L T H  FACILITIES. The r e i m­

bursement rate to a h e a l t h  facility shall be based on a fair rate for 

r e a s onable costs that are incur r e d  b y  the facility. In a d d i t i o n  to the 

costs of a h e a l t h  facility, r e i m b u r s e m e n t  shall reflect a reasonable 

r e t u r n  on investment. Reimb u r s e m e n t  to a h e a l t h  facility shall be made 

for

Cl' costs of current operations, including

(A) wages a nd salaries, p u r c h a s e d  services include 

p h y s i c i a n  fees, supplies, insurance, leases, depreciation, tax .«>, 

interest expense, maintenance, minor r e m o deling and other normal
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h e a l t h  facility operating expenses;

(B) charity a n d  credit losses;

(C) education;

(D) research; and

(E) the cost of p r e p a r i n g  budgets and ne g o t i a t i n g  rates 

un d e r  AS 47.07.072;

(2) a n  operating m a r g i n  to provide

(A) capital to meet current obligations;

(B) capital for preservation, improvement, and exp a n s i o n  

of buildings and equipment;

(C) debt service; and

(D) a r e t u r n  o n  e quity capital.

Sec. 3. AS 47.07 is amended b y  a dding n e w  sections to read:

Sec. 47.07.072. BUDGET DETERMINATION. (a) At least 90 days 

before the start of a fiscal year of a h e a l t h  facility, the division 

shall provide the h e a l t h  facility with a n  estimate of its volume for the 

fiscal year.

(b) At least 60 days before the start of the fiscal year of a 

h e a l t h  facility, the h e a l t h  facility shall submit its proposed rates for 

medical service, reimbursement a nd its b udget projections to the c o m m i s­

sion  on forms p r e s c r i b e d  by the commission.

(c) W i t h i n  45 days after the prop o s e d  rates a nd budget projections 

are submitted, the commission shall r e v i e w  the rates and budget p r o j e c­

tions a n d  shall approve or deny the proposed rates. The h e a l t h  facility 

m a y  present oral testimony a nd d o c u m e n t a t i o n  to support its prop o s e d  

rates before the c o m m ission makes a decis i o n  under this subsection. If 

the c o m m ission does not issue a w r i t t e n  decision w i t h i n  the p r e s c r i b e d  

time period, the rates of the h e a l t h  faci l i t y  are considered to be 

approved.
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(d) W i t h i n  30 days of a n  a d v erse decision, a h e a l t h  facility

(1) may r e q uest the c o m m i s s i o n  to r e c o nsider the decision; or

(2) regardless of w h e t h e r  it requests reconsideration, m a y  

ap p e a l  the decision to a superior court and may o b t a i n  de novo r e v i e w  of 

the decision. During r e c o n s i d e r a t i o n  or a p p e a l  a h e a l t h  facil i t y  shall 

receive paym e n t s  a c c o r d i n g  to the rates a p p r o v e d  b y  the commission.

(e) A  h e a l t h  faci l i t y  m a y  submit a prop o s a l  for a m e nded rates w i t h  

a n  a m e nded budget to the c o m m i s s i o n  d uring its fiscal year. W i t h i n  60 

days of s u b m i s s i o n  of the prop o s a l  for a m e n d e d  rates the co m m i s s i o n  

shall r eview the proposal and issue a w r i t t e n  decision. If the c o m m i s­

sion  does not issue a w r i t t e n  d e c i s i o n  w i t h i n  the p r e s c r i b e d  rime period, 

the a m e n d e d  rates are con s i d e r e d  to be approved.

(f) W i t h i n  90 days af t e r  the end of the fiscal year of a h e a l t h

facility, the f a c i l i t y  shall submit a report on its financial p e r f o rmance

du r i n g  the fiscal ye a r  to the commission, on forms prescribed by the 

commission.

Sec. 47.07.074. A UDITS A N D  INSPECTIONS. As a c o n d i t i o n  of o b t a i n­

ing reimb u r s e m e n t  under AS 47.07.070, a h e a l t h  facility shall a l l o w

(1) the d i v i s i o n  to have reasonable access to its financial 

records of medical a s s istance b e neficiaries; and

(2) in s p e c t i o n  of f i nancial records b y  the division and other 

state and federal agencies to the e x tent requi r e d  b y  federal law a nd 

regulation.

* Sec. 4. AS 47. 0 7 . 0 8 0  is a m e n d e d  by a d d i n g  n e w  paragraphs to read:

(6) "commission" means the M e d ical A s s istance B udget R e v i e w  

Commission;

(7) "division" means the d i v i s i o n  of public assistance of the 

Department of H ealth a n d  S o cial Services;

(8) "equity capit j. "  means
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(d) W i t h i n  30 days of an a d v erse decision, a h e a l t h  facil i t y

(1) m a y  request the c o m m i s s i o n  to re c o n s i d e r  the decision; or

(2) regardless of w h e t h e r  it requests r e c o n sideration, may 

appeal the d e c i s i o n  to a superior court and m a y  o b t a i n  de nov o  r e v i e w  of 

the decision. During r e c o n s i d e r a t i o n  or appeal a h e a l t h  faci l i t y  shall 

receive payments a c c o r d i n g  to the rates a p p r o v e d  b y  the commission.

(e) A h e a l t h  facility m a y  submit a proposal for a m e n d e d  rates wit h  

an a m e nded budget to the c o m m i s s i o n  during its fiscal year. W i t h i n  60 

days of s u b m i s s i o n  of the p r o p o s a l  for a m e n d e d  rates the c o m m i s s i o n  

shall r e v i e w  the proposal a n d  issue a w r i t t e n  decision. If the c o m m i s­

sion  does not issue a w r i t t e n  d e c i s i o n  w i t h i n  the p r e s c r i b e d  time period, 

the a m e nded rates are c o n s i d e r e d  to be approved.

(f) W i t h i n  90 days af t e r  the end of the fiscal year of a h e a l t h  

facility, the facility shall submit a report on its financial p e r f o r m a n c e  

during the fiscal year to the commission, on forms p r e s c r i b e d  by the 

commission.

Sec. 47.07.074. AUDITS A N D  INSPECTIONS. As a c ondition of o b t a i n­

ing r e i m b ursement under AS 47.07.070, a h e a l t h  f a c i l i t y  shall a l l o w

(1) the division to have reasonable access to its financial 

records of medical assistance beneficiaries; and

(2) in s p e c t i o n  of financial records by the divi s i o n  and other 

state a nd federal agencies to the e xtent requ i r e d  by federal law a n d  

regulation.

Sec. 4. AS 4 7.07.080 is amended b y  a dding n e w  p a r a graphs to read;

(6) "com m i ssion"1 means the M e d i c a l  A s s i stance B udget R e v i e w  

Commission;

(7) "division" means the division of p ublic a s s i s t a n c e  of the 

Department of H e a l t h  a n d  Social Services;

(8) "equity capital" means
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(A) tha i n v e stment of a h e a l t h  facility in buildings,

real property, equipment and other p r o p e r t y  r e l ated to p a t i e n t

care ;

(B) m o n e y  required b y  a lease to be deposited b y  a

h e a l t h  facility that leases a building, real property, equipment,

or other property r e l ated to patient carej and

(C) net w o r k i n g  capital m a i n t a i n e d  for the conduct of 

p a t i e n t  care activities;

(9) " h e alth facility" incl u d e s  a  hospital, skilled n u r s i n g  

facility, intermediate care facility, i n termediate care faci l i t y  for the 

m e n t a l l y  retarded, inpatient p s y c h i a t r i c  facility, home h e a l t h  agency, 

rural h e a l t h  clinic, outpatient surgical clinic ani a n y  other f a c i l i t y  

that receives m e d i c a i d  or m e d ical a s s istance r e i m bursement un d e r  this 

chapter or under AS 4 7 .25.120 - 4 7 .25.300 for services t r a d i t i o n a l l y  

p r o v i d e d  i n  a h e a l t h  facility;

(10) ’volume" means the total service p r o v i d e d  to m e d i c a i d  a nd 

m e d i c a l  a s s istance b e n e f i c i a r i e s  u n d e r  this chapter a n d  under AS 47.25.- 

120 - 47.25.300.

* Sec. 5. AS 47.07 is amended b y  a d d i n g  n e w  sections to read:

A R T I C L E  2. MEDICAL A S S I S T A N C E  B UDGET R E V I E W  COMMISSION.

Sec. 47.07.110. M E D ICAL A S S I S T A N C E  B U D G E T  R E V I E W  COM M I S S I O N  E S T A B­

LISHED. The Medical Assistance Budget R e v i e w  C o m m i s s i o n  is e s t a b l i s h e d  

in the O f f i c e  of the Governor.

Sec. 47.07.120. CO M P O S I T I O N  OF COMMISSION. The c o m m i s s i o n  consists 

of five members as follows:

(1) the chief executive officer of a h e a l t h  facility that is 

licensed b y  the state but not owned or operated by the state or federal 

gov e r n m e n t  and that is subject to the b udget r e v i e w  process u n d e r  this 

c h a p t e r ;
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(2) a p e r s o n  e m p l o y e d  i n  or a s s o c i a t e d  wit h  the medical 

i nsu r a n c e  industry;

(3) a p h y s i c i a n  licensed to p r a c t i c e  medi c i n e  in the state

w h o  is a c t i v e l y  e n g a g e d  i n  the prac t i c e  of m e d i c i n e  and w ho is n o t

empl o y e d  b y  the state or federal government;

(4) a p e r s o n  w i t h  a relevant p r o f e s s i o n a l  b a c k g r o u n d  w ho can 

r e p r e s e n t  the state business community; a n d

(5) a p e r s o n  w ho c a n  r e p r e s e n t  consumers of h e a l t h  services

a n d  who does not h a v e  direct or indi r e c t  interest in a n  e n t i t y  that

provides h e a l t h  care services.

Sec. 47.07.130. A P P O I N T M E N T  O F  MEMBERS. Members of the c o m m i s s i o n  

are app o i n t e d  b y  the governor a nd serve at the pleasure of the governor.

Sec. 47.07.140. T E R M  OF MEMBERSHIP. A m e m b e r  of the c o m m i s s i o n  is 

a p p o i n t e d  for a t e r m  of three years, a nd m ay not be a p p o i n t e d  to a 

successive term. T he terms of the m e m bers shall be staggered. A m e m b e r  

a p p o i n t e d  to fill a v a c a n c y  serves for the u n e x p i r e d  t e r m  of the member 

he succeeds. A  te r m  shall be m e a s u r e d  f r o m  J a n u a r y  1 of the year in 

w h i c h  the ter m  of the vacant p o s i t i o n  begins, regardless of w h e n  the 

v a c a n c y  is filled.

Sec. 47.07.150. COMPENSATION. A m e m b e r  of the c o m m i s s i o n  serves 

w i t h o u t  c o m p e n s a t i o n  but is e n t i t l e d  to per d i e m  a n d  travel expe n s e s  

a u t h o r i z e d  b y  law for boards and c ommissions un d e r  AS 39.20.180.

Sec. 47.07.160. OFFICERS. At the first m e e t i n g  of eac h  year, the 

c o m m i s s i o n  shall el e c t  a chair fro m  among its members.

Sec. 47.07.170. MEETINGS A N D  QUORUM. The c o m m i s s i o n  shall meet as 

o f t e n  as is n e c e s s a r y  to conduct its business. T h r e e  members of the 

c o m m ission constitute a quorum.

Sec. 47.07.180. DUTIES O F  THE COMMISSION. T he c o m m i s s i o n  shall 

r e v i e w  p r o p o s e d  rates and budgets of h e a l t h  facilities and e s t a b l i s h
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H i

m e d ical a s s i stance reimbursement rates for h e a l t h  facilities under this 

chapter a n d  AS 47.2 5 . 1 2 0  - 47.25.300.

Sec. 47.07.190. E M P L O Y M E N T  O F  PERSONNEL. The c o m m i s s i o n  may

e m p l o y  a n  e x ecutive director at a s alary that it shall determine. W i t h

the approval of the commission, the executive director m ay select a n d  

e m p l o y  add i t i o n a l  staff. The e x ecutive director a nd other employees of 

the c o m m i s s i o n  are in the exempt service u n d e r  AS 39.25.

* Sec. 6. AS 47.25 is amended b y  a d d i n g  a n e w  s e c tion to read:

Sec. 47.25.195. R E I M B U R S E M E N T  TO H E A L T H  FACILITIES FOR MEDICAL

ASSISTANCE. (a) R e i m b u r s e m e n t  to a h e a l t h  f a c i l i t y  for m e d ical a s s i s­

tance p r o v i d e d  to a ne e d y  p e r s o n  under AS 47.25.120 - 47.25.300 shall be 

mad e  as p r o v i d e d  i n  AS 47.07.

(b) In this section " h e a l t h  facility" h a s  the same m e a ning as 

under AS 47.07.080(9).

* Sec. 7. AS 47.07.080(1) is repealed.

* Sec. 8. The terms of the first members of the M e d i c a l  A s s istance Budget

R e v i e w  C o m m i s s i o n  a p p o i n t e d  under AS 4 7.07.130 e n a c t e d  in sec. 5 of this Act 

are as follows: two members shall serve three years, two members shall serve

two years, and one m e m b e r  shall serve for one year. The governor shall 

s p e cify the t e r m  of ea c h  m e m b e r  appo i n t e d  under this section.

* Sec. 9. This Act takes effect J a n u a r y  1, 1983.
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The C o m m i t t e e  on F I N A N C E  _____________________ has had SB 699

a u t h o r i z i n g  m u n i c i p a l i t i e s  to e x em pt  b u s i n e s s  i nv en t o r i e s  fro m taxa ti on

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p o r t s  it b a c k  w i t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ] do pass [ ] do not pass

[ ] do pass w i t h  a t t a c h e d  a m e n d m e n t s ( s )
[ ] same t i t l e

[ ] r e p l a c e  wi t h  CS f o r ________________________________________________[ 1 new t i t l e

and r e c o m m e n d s  ____________________________________

[ ] AND a t t a c h e s  a " L e t t e r  of I n t ent" [ ] New Fiscal Note

[ ] r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  to t h e _______________________________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  H A V I N G
DO PASS O T H E R  R E C O M M E N D A T I O N S :

S 60 (Rev .  12 /78 )

C H A I R M A N



COMMITTEE REPORT
SENATE

2 / 1 / 8 2
F U R T H E R

Mr. President:
C O M M U N I T Y  AN D  

The Co mmitt ee on R E G I O N A L  A F F A I R S

D a t e :

has had SB 699
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u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
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I N  THE S E N AT E BY M U L C A H Y

S E NA TE  B IL L NO. 699 

I N  T H E  L E G I S L A T U R E  O F  THE S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  BILL

For a n  Act entitled: ”An A c t  a u t h o r i z i n g  m u n i c i p a l i t i e s  to e x em pt  b u s i ne ss

i n v e n t o r i e s  f r o m  taxation; a n d  p r o v i d i n g  for a n  e f f e c­

tive d a t e .”

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T AT E OF ALASKA:

* S e c t i o n  1. A S  2 9 . 5 3. 02 5( b)  is amended by a d d i n g  a n e w  p a r a g r a p h  to

read:

(3) e xe mp t f r o m  t a x a ti on  b u s i n e s s  i n v en to ri e s.

* Sec. 2. A S  2 9 . 4 5 . 0 5 0 ( b )  is amended b y  a d d i n g  a n e w  p a r a g r a p h  to read:

(3) e x e m p t  fr om  t a x a t i o n  b u s in es s i n v e n to ri es .

* Sec. 3. S e c t i o n  1 of this Act is repealed.

* Sec. 4. S e c t i o n s  2 a n d  3 of this Act take e f f e c t  o n  the e f f e c t i v e  date

of a v e r s i o n  of a n  Act e n t i t l e d  ”An Act r e l a t i n g  to m u n i c i p a l  government} a n d

p r o v i d i n g  for a n  e f f e c t i v e  d a t e .”

* Sec. 5. S e c t i o n  1 of this Act takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  

w i t h  AS 0 1 . 1 0. 07 0 (c ).

- 1 - SB 699



ALASKA STATE LEGISLATURE
T W E L F T H  Legislature SECOND. . Session

SENATE ..P.TT4*........................NO. ..699.

By M U L C A H Y

"An A c t  a u t h o r i z i n g  m u n i c i p a l i­
ties to exem pt  b u s i n e s s  i n v e n­
tories f r o m  taxation; a n d  p r o­
vi d i n g  for an e f f e c t i v e  d a t e. "

Introduced in the Senate 19. 82

HISTORY IN THE SENATE
19 82 Read first time and referred 

to Committee on

C & R A  a n d  F i n a n c e

Reported back with &  V
recommendation that

Read second time and

Read third time and

PASS E ffective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS E ffective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed 
Signed by President 
Sent to House

SECRETARY OF THE SENATE

HISTORY IN THE HOUSE
Read first time and referred 
to Committee on

Reported back with 
recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed 
Signed by Speaker 
Returned to Senate

CH IEF CLERK OF THE HOUSE

HISTORY IN THE SENATE
19 Received from House 

To enrolling

Reported correctly enrolled 

Sent to Governor

Filed with Lt. Governor 

Chapter No.................................



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

Introduced: 2/1/82
Referred: C o m m u n i t y  &
Regio n a l  A f f a i r s  and 
Finance

I N  THE SENATE B Y  M U L C A H Y

S ENATE BILL NO. 699 

IN THE L E G I S L A T U R E  OF THE STATE O F  ALASKA 

T W E L F T H  L E G I S L A T U R E  - SECOND SESSION 

A  BILL

For an Act entitled: "An Act a u t h o rizing m u n i c i palities to exempt busin e s s

i nventories f r o m  taxation} a nd p r o v i d i n g  for a n  e f f e c­

tive  date."

B E  IT E N A CTED BY THE L E G I S L A T U R E  OF T HE STATE OF ALASKA:

* S e c t i o n  1. AS 29.53.025(b) is amended by adding a n e w  p a r a g r a p h  to

read: (

(3) exempt f r o m  taxat*^. jusiness inventories.

* Sec. 2, AS 29.45.050(b) is amended by adding a n e w  p a r a g r a p h  to read:

(3) exempt f r o m  taxation business inventories.

* Sec. 3. S e c t i o n  1 of this Act is repealed.

Sec. 4. Sections 2 a nd 3 of this Act take effect on the eff e c t i v e  date

of a v e r s i o n  of a n  Act e n t i t l e d  "An Act r e l a t i n g  to municipal government; and

p r o v i d i n g  for an eff e c t i v e  date."

* Sec. 5. S e c t i o n  1 of this Act takes effect immedi a t e l y  in acc o r d a n c e

w i t h  AS 01.10.070(c).
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