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A laska S tate L egislature

(FAQALBANESS _ _
O ffice of ike Secretary

FOR YOUR IMMEDIATE ATTENTION

DATE: May 7, 1999

TO: Finance Committee
Jerry Lee Soltani, Finance Secretary

FROM: Office of the Senate Secretary

The Chair of the Committee noted above has waived referral on the following bill(s):

SENATE BILL NO. 103 - RETRIEVE

Please give the bill file(s) to the page for forwarding to the next Committee of referral.

Thank you.



 SCAL NOTJno.

STATE OF ALASKA Bill Version: ££ LD5
1999 LEGISLATIVE SESSION (S) Publish Date: 4 -37-~

Education
Teaching and Learning Support

Revision Dale/Time (Nole if correction) Dept. Affected
Tille An Act relating lo a curriculum (or BRU
Component

Native lanugage education
Sponsor Senators Lincoln. Ellis
Requester Senate HESS Component Serial No.

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUESJ )

FUNDS O U R C E (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY99) cost: 0.0
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separate page it necessary)

*While there is no fiscal impact for the department, related to Senate Bill 103, there may be some
fiscal impact on school districts required to establish a local Native language curriculum advisory

board.

/ Phone 465-8727

Prepared by Barbara Thompson
Date/Time 4/26/99 3:00 PM

Division Teaching and Learning Support  / /f

Approved by Commissioner: Richard S. Cross ] Date 4/23/99

Agency Department of Education /
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office

(Rov 1098) inlom*sQvB Page-—— 1--Of ----1-—-



: .SCALNOTINo._ L

STATE OF ALASKA Bill Version: <sB106
1999 LEGISLATIVE session (S) Publish Date:

Revision Dale/Time (Note it correction) Dept. Affected Education

Title An Act relating lo a curriculum for BRU Teaching and Learning Support
Native lanugage education Component

Sponsor Senators Lincoln. Ellis

Requester Senate HESS Component Serial No.
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY99) cost: 0.0
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separate page if necessary)

*While there is no fiscal impact for the department, related to Senate Bill 103, there may be some
fiscal impact on school districts required to establish a local Native language curriculum advisory

board.

Phone 465-8727

Prepared by Barbara Thompson
Date/Time 4/26/99 3:00 PM

Division Teaching and Learning Support

Approved by Commissioner: Richard S. Cross Date 4/23/99

Agency Department of Education
PREPARER TO PROVIDE_ A!_L _DIS_TH&iU.TION COPIES TO GOV_ERI_\IOR'S_ LEGISLATIVE OFFICE
For further distribution informetion, call (he Governor's Legislative Office
RvI0B BB Page 1 G_ 1—
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Bill History/Action Display H

BILL: SB 103 SHORT TITLE: NATIVE LANGUAGE EDUCATION

BILL VERSION: ,
SPONSOR(S): SENATOR(S) LINCOLN, E Ilis

CURRENT STATUS: (S) FIN STATUS DATE: 4/27/99

TITLE: "An Act relating to a curriculum for Native language education; and providing for an effective
date."

| Full Text Bill/Resolution has Zero Fiscal Note(s).
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Senate Finance
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WORK DRAFT WORK DRAFT

CS FOR SENATE BILL NO. 105( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s):  SENATORS TAYLOR, Green

A BHL
FOR AN ACT ENTITLED

WORK DRAFT

1-LS061 I\T
Ford
2124/00

"An  Actrelating to ihe facilities constituting a school for purposes of public

school funding; and providing for an effective date.”

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

* Section 1. AS 14.17,905 is amended to read:

Sec. 14.17.905. Facilities constituting a school. For purposes of this chapter,

the determination of the number of schools in a district is subject to the following:
(1) a community with an ADM of at least 10, but not more than 100,
shall be counted as one school;
(2) acommunity with an ADM of at least 101, but not more than 450
[750], shall be counted as
(A) one elementary school, which includes those students in
grades kindergarten through SIX [6]; and
(B) one secondary school, which includes students in grades
SEVeN [7] through 12;

1 CSB 10K )

New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 1—LSQ|611YT

(3) in a community with an ADM of greater than 450 [750], each
facility that is administered as a separate school shall be counted as one school, except
that each alternative school with an ADM of less than 200 shall be counted as a part
of the school in the district with the highest ADM.

* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section

to read:
FUNDING BASED ON DEFINITION OF FACILITY CONSTITUTING A SCHOOL.

In addition to other amounts that the school district may receive under AS 14.17, if a jrhool

O ° Jd o Ol MNP -

district, on June 30, 1999, consisted of three separate schools located in one community, and
10 the district, in Fiscal year 2000, has an ADM of at least 101, but not more than 750, then the
11  district is eligible to receive additional public school funding equal to a percentage of the
12 difference between the amount the district would be eligible to receive under AS 14.17.410
13 if each school in the district were counted as a separate school as described under
14 as 14.17.905(3) and the amount the district is eligible to receive under AS 14.17.410 as a

15 district counted as having one elementary school and one secondary school under

16 AS 14.17.905(2) as follows:

17 (1) in fiscal year 2000, 75 percent  of thedifference;

18 (2) in fiscal year 2001, 50 percent  of thedifference;

19 (3) in fiscal year 2002, 25 percent  of thedifference.

20 * Sec. 3. The uncodified law of the State of Alaska is amended by adding a new section
21 to read:

22 RETROACTIVITY. Section 2 of this Act is retroactive to July 1, 1999.

23 * Sec. 4, Section 1 of this Act takes effect July 1, 2002.

CSSB 105( ) -2-
New Text Underlined [DELETED TEXT BRACKETED]



SENATE FINANCE COMMITTEE
20Q CQMW IT ttACTION

Bill Nunber (/S /O S

Amendnenl 1

Motion ¢ A7~

Motion by
Objection .
Objection by
Removed /
Second Objection by
CQmmittee.Me.mbsc Vote
Senator Gary Wilken
Senator Pete Kelly
Senator Lyda Green
Senator Randy Phillips
Senator Dave Donley
Senator Loren Leman
Senator Al Adanms
Co-Chair Sean Parnell
Co-Chair John Torgerson

lall
Yeay

Nay
Absent

OO O

MOTION\

Votesheet.XLS Page 1 of 1



FISCAL NOTE

STATE OF ALASKA BELL NO. CSSB 105(FIN)

2000 LEGISLATIVE SESSION

Revision r)ate/Time 3-8-2000 Dept. Affected  Education

Title An Act determining the facilities ‘BRU K-12 Support
constituting a school for purposes of public school.. Component Foundation Program
Sponsor Senator Taylor

Requester Senate Finance Component Serial No. 141

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES Fvy 2001 Fy 2002 Fy 2003 Fy 2004 Fy 2005 Fy 2006

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 394.8 197.4 1,009.8

CAPITAL EXPENDITURES
CHANGE IN REVENUES (

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type)
TOTAL 394.8 197.4 1,009.8 1,009.8 1,009.8 1,009.8

394.8 197.4 1,009.8 1,009.8 1,009.8 1,009.8

1,009.8 1,009.8 1,009.8

(Thousands of Dollars)

394.8 197.4 1,009.8 1,009.8 1,009.8 1,009.8

Estimate of any current year (FY00) cost: 592.2

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This fiscal note updates the analysis for CS SB 105(FIN). Section 1amends AS 14.17.905 facilities
constituting a school and allows communities with an ADM greater than 450 to adjust the ADM for
each facility in the community. This section has an effective date of July 1,2002 and is estimated to
cost $1,009,800. Section 2 provides a three year transition for school districts that had 3 schools on
June 30,1999 but the funding was based on two schools because the enrollment for the community
was less than 750 students. No adjustments have been made for enroliment in the out years.

Phone 465-8679

Prepared hy Eddy Jeans, School Finance Manai
Date/Time 3/9/001:51 ?M

Division Education Support Services
Approved by Commissioner:  Richard S. Cross ommissioner Date
Agency Department of Education & Early Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO IGOVI_ERNIOR'S_LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
®ov10ics) Wrianisarb Page 1of 2



Alaska Department of Education
Sectional anal/sis of CS SB 105

Prepared 3-8-2000

School
District

Alaska Gateway
Aleutian Region
Aleutians East
Anchorage
Annette Island
Bering Strait
Bristol Bay
Chatham
Chugach
Copper River
Cordova

Craig
Delta/Greely
Denali
Dillingham
Fairbanks
Galena

Haines

Hoonah
Hydaburg
Iditarod

Juneau

Kake
Kashunamiut
Kenai Peninsula
Ketchikan
Klawock

Kodiak Island
Kuspuk

Lake &Peninsula
Lower Kuskokwim
Lower Yukon
Mat-Su

Nenana

Nome

North Slope
Northwest Arctic
Pelican
Petershurg
Pribilof

Sitka

Skagway
Southeast Island
Southwest Region
St. Mary's
Tanana
Unalaska
Valdez
Wrangell
Yakutat

Yukon Flats
Yukon/Koyukuk
Yupiit

ACS

Mt. Edgecumbe
Other

TOTALS:

File: 1-LS0611\T

Section 1

File: P:99 leg/Sh 105/SB 105 spreadsheet

Change in
FY2003

408,298

351,925

249,584

£1,009,807

20f2

Ch"ange in
FY2000

136,728

259,331

196,094

$592,153

Section 2
Change in Change in
FY2001 FY2002
91,152 45,576
172,887 86,444
130,729 65,365
£394,768 $197,385



Senate Finance Cr mmiftee March 2,2000
SenatorJohn Torgerson (Co-Chan)

Senator Sean Parnell (Co-Chair)

Alaska State Legislature

State Capitol

Juneau, AX 99801
Re: BUI No. SB 105

Hear Senators:

My name is Staccy Thorsen and 1am a member of the Petersburg School Board. | am speaking in
support of SB 105. Last year, the Petersburg School District’s enrollment dropped below 750 students and
funding that we had based our budget on was no longer available to us. This was a substantial amount of
money and our district had to make major cuts such as ending our high school track program and slashing all
aid time down to the bare minimum. The district was forced to use several small special funds and we were
looking seriously at ending our elementary marine safety swim program as well. This caused great concern
Throughout our community as we arc a community who's lives revolve around the water. Along with those
concerns and overall concerns for our youths education, our city counsel was willing to appropriate the
shortfall and we were able to balance our budget and continue the swim program.

We are now working on our FY “01” budget and have set our expenditures to match exactly to the penny
that of lasts year's expenditures. it no longer have those few special funds to draw from and have cut 2
teacher positions, reduced special ed, bilingual and speech aid time, reduced our elementary and middle
school P.E. programs and we will not be able to update our math curriculum this year. These arc all
reductions in addition to the ones made the year before.

| understand that our situadon is unique and wc seemed to have fallen through the cracks somehow. Our
district is feeling the pinch of this oversight and it is our studenrs who will feel the effects of reduced aid
time and an out dated math curriculum as wc move on to take the benchmark and c:ut exams.

1am asking for support for SB 105 on behalf of my children, district and community. We art willing to
work to stream line our budget but our main goal is to do what is best for kids and it is a definite challenge to

do this under the current state funding formula.

Sincerely,

Stacey Thorsen
Petersburg School Board

VO BOX 7H « PFTERSBUKO.ALASKA « 99*J3
PHONE 907.772.S0S1

TOTAL P .01
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Elizabeth Bacom
PO Box 683
Petershurg, Alaska 99833
907-772-3090

March 6, 2000

Senate Finance Committee

Sengtor John Torgerson

S (e
ate Capito

Juneau, AK g9801—11g2

Dear Senator Torgerson,

On Friday, March 3, 1 gave testimony to your committee reqardin SB 105. | have followed this_bill
since it’s ntroduction b)(_Sen_ator Robin Taylor last year, andl although it wes held over inyour committee
last spring, Lam hopefull it will proceed through your committee quickly and be passed this session.

As | said in my testimony, many programs that have been held in high regard ents, students and
educators ire t risk of bg/ing regugegg or eliminated. Our district lias rgedugegd cusl%yocﬁglr hours, eliminated
high school track, reduced office staff time, recuced aide time, and completely eliminated professiona
development for teachers. \\e are postponing curriculum oevelopment in the math content area; Specia
ed aide time in the elementary and high school has been decreased. The elementary and middle school
phﬂmca! education program Viall be cut by nearly 50%  To accommodate the declining enrollment and
still maintain acceptable pupil - teacher ratios, We have planned combination elementary”classes (K-1, 2-
3 and 4-5). This Is not the iceal fix for many parents, but certainly preferable to larger class sizes, We
are having difficulty maintaining parity inthe Salary schedule of our teachers. It is becoming increasingly
difficult to find and retain quality eduCators - the competition from outside industry is fierce. And yet; in
spite of the docrease in revenués to our school district, we are continuing the process of aligning our
curriculum with state standards to enable our students to successfully pass the exit exam

Senate Bill 36 was an important first step in providing fair and equitable funding for Alaskan schools.
There were even huilt in clauses that prevented sudden negative fiscal impacts on districts, as an example,
the percent of hudget tied to instruction. There was no "soft landing” for districts teetering over the edge
ofthe 750-enrollment figure. SB 105 would provide mur - needed Telief for our district. The enrollment
of our school district in” 1998 was 752 students. Lots of sleep was lost in anticipation of the October,
1998 count. I we had fallen just by a few students, we would have seen a decrease of more than
%250,000 in state funding.  Even though our enrollment is down to 699 students this year, the square
0otage remains the same: we still house students in three separate schools. Certainly, funding should be
tied t0 enrollment, Ioosg&g the basic_amount_relative tg the population of students is to be expected.
Senator Taylor's é)_ropos changes (SB 105]& to provide a "soft landing™ would certainly be a ?reat
assistance to our district. _In either form, SB vvouldcprowde our districtwith fiscal stability and allow
Us to provide adequately for the students of Petersburg City Schools.

Education has always beena priority for the citizens of Alaska; it certainly is a priority in our community.
Please give careful Consideration to"SB 105, 1fyou have additional questions regarding the impact of this
legislation on our community, please give me a call.

Elizaheth Bacom
President
Petersburg School Board



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

MENORANDIJ M March 2, 2000

SUBJECT: Sectional Summary of CSSB 95( ) "1" version

TO: Senator Randy Phillips

Attn: Caroline

FROM: Michael F. Ford 0 . f
Legislative Counsel

You have requested a sectional summary of the above-described bill.

As a preliminary matter, note that a sectional summary ofa bill should not be considered an
authoritative interpretation of the bill and the bill itself is the best statement of its contents.
If you would like an interpretation of the bill as it may apply to a particular set of

circumstances, please advise.

Section 1 Requires that when considering school construction project grant proposals, sixth
grade students who are attending school in temporary facilities shall receive the same space
allocation as secondary students, when the sixth grade students are attending middle school,

junior high, or high school.

Section 2. Allows municipalities to receive reimbursement for school construction bonds
when the municipality has students who attend school in temporary classrooms. Also
requires that sixth grade students shall receive the same space allocation as secondary
students, when the sixth grade students are attending middle school, junior high, or high

school.

MFF:glc
00-103.glc



A laska State Legislature

Senator Robin Taylor

D istrictA
State Capitol Rm 30, Juneau, Alaska 99801-1182  Phone (907)465-3873 Fax (907)465-3022

M em orandum

To Senator Tzéylor
Fm: Jim Poun
Re: BaI]}Jark fiscarnote SB106 T

Spoke with Edglie Jeans today and he laid out ballpark figures for SB 105 based on a
couple of situations.

Section 1 (450 ADM)

Delta- $419,000

Petershurg $347,000

Wrangell $ 266,000

Total $1,032,000 annual

in (750%00 FY oL FY @ FY (3
Delta $314,000 $ 209,000 $ 104,500 $0
Petersburg $260,000 $ 173,000 $ 87,000 0
\Wrangell $196,000 $131,000 $ 65,000 $0

Total $770,000 $513,000 $ 256,500 $0



Chairman,

Judiciary Committee
Administrative Regulations
Revenue Committee

Vice Chairman,
Resources Committee

Alaska State Legislature

Senator Robin L. Taylor

State Capitol

Juneau, Alaska 99801-1182
(907) 465-3873

Fax: (907) 465-3922

50 Front Street

Suite 203

Ketchikan, Alaska 99901
(907) 225-8088

Fax: (907) 225-0713

SPONSOR STATEMENT
CSSB 105 (HES)

Determining the facililies constituting a school
for purposes of public school funding.

The year 1998 brought significant changes to the education foundation
formula for the first time in many years. This change was an endeavor to
level the playing field for all schools in the state. However, some school
districts found themselves in an untenable situation. SB 105 has been
introduced to fix some of the inequities that occurred in the passage of that

legislation.

An example of the kinds of problems that exist in the current law can be
found in the Petershurg school district. Last October when student counts
were done to determine funding levels, Petersburg had an enrollment of 752
students. Today, Petersburg estimates an enrollment of 747 students. Under
the current formula, if funding were calculated today, Petersburg would lose
$200,000 in funding because its Averaﬂe Daily Membership (ADM) has
fallen below the present 750 ADM benchmark. “This appears excessive for
the loss of 5 students.

Lowering the ADM to 450 also provides equity for other school districts that
saw a 40-year pattern of funding three (3) school units change to where only
two (2) school units were funded. Each of the communities of Wrangell and
Petersburg have three (3) separate school buildings - Elementary, Middle,
and High School.

Senate Bill 105 will help with the parity that should be provided to school
districts throughout the state.

District A:
Hyder « Ketchikan ¢ Kupreanof « Meyers Chuck ¢ Petersburg ¢ Saxman « Sitka ¢ Wrangell



Alaska Department of Education file; P;99 leg/Sh 105/CS SB 105 spreadsheet 4-20-99

Sectional analysis of CS SB 105

Prepared 4-20-99 SB 105
Projected FY2000 Combined Projected FY2000

School Total Changes Revised
District State Aid Section 1 State Aid
Alaska Gateway 5.169,037 5,169,037
Aleutian Region 1,220.186 - 1,220,186
Aleutians East 3,183,589 - 3,183,589
Anchorage 201,020,436 - 201,020,436
Annette Island 938,731 - 938,731
Bering Strait 15,356,754 - 15,356,754
Bristol Bay 1,642,166 - 1,642,166
Chatham 2,413,629 - 2,413,629
Chugach 1,792,425 - 1,792,425
Copper River 5,535,996 - 5,535,996
Cordova 2,677,358 - 2,677,358
Craig 2,648,840 - 2,648,840
Delta/Greely 6,869,689 - 6,869,689
Denali 2,890,406 - 2,890,406
Dillingham 3,647,608 - 3,647,608
Fairbanks 68,768,245 - 68,768,245
Galena 14,649,743 - 14.649.743
Haines 1,782,528 - 1,782,528
Hoonah 1,640,307 - 1,640,307
Hydaburg 1,111,787 - 1,111,787
Iditarod 4,991,780 - 4,991,780
Juneau 20,993,473 - 20,993,473
Kake 1,339,700 - 1,339,700
Kashunamiut 2,180,803 - 2,180,803
Kenai Peninsula 43,642,278 - 43.642.278
Ketchikan 10,385,665 - 10,385,665
Klawock 1.469,181 - 1,469,181
Kodiak Island 13,649,347 - 13,649,347
Kuspuk 4,749,867 - 4,749,867
Lake &Peninsula 7,075,839 .- 7,075,839
Lower Kuskokwim 40,089,516 - 40,089,516
Lower Yukon 14,788,676 - 14,788,676
Mat-Su 58,183,947 - 58,183,947
Nenana 2,599,816 - 2.559.816
Nome 5,055,749 - 5,055,749
North Slope 11,090,185 - 11,090,185
Northwest Arctic 20,264,910 - 20,264,910
Pelican 592,435 - 592,435
Petersburg 3,314,727 394,137 3,708,864
Pribilof 1,170,502 - *1,170,502
Sitka 6,766,386 - 6,766,386
Skagway 876,645 - 1 876,645
Southeast Island 3,267,255 - 3,267,255
Southwest Region 6,749,618 - 6,749,618
St. Mary's 2,056,752 - 2,056,752
Tanana 1,357,399 - 1,357,399
Unalaska 2,055,419 - 2.055,419
Valdez 3,738,243 - 3,738,243
Wrangell 2,698,180 370,559 3,068,738
Yakutat 1,261,702 - 1,261,702
Yukon Flats 5,319,382 - 5,319,382
Yukon/Koyukuk 6,547,993 - 6,547,993
Yupiit 4,163,279 - 4,163,279
ACS 8,307,600 - 8,307,600
Mt. Edgecumbe 1,810,543 - 1,810,543
Other 26,096,071 26,096,071
TOTALS; $695,660,321 $764,696 $696,425,016

20f2



Alaska Department of Education
Sectional analysis of CS SB 105 File: 1-LS0611\K

Prepared 4-20-99

School
District

Alaska Gateway
Aleutian Region
Aleutians East
Anchorage
Annette Island
Bering Strait
Bristol Bay
Chatham
Chugach
Copper River
Cordova

Craiq
Delta/Greely
Denali
Dillingham
Fairbanks
Galena

Haines

Hoonah
Hydaburg
Iditarod

Juneau

Kake
Kashunamiut
Kenai Peninsula
Ketchikan
Klawock

Kodiak Island
Kuspuk

Lake & Peninsula
Lower Kuskokwim
Lower Yukon
Mat-Su

Nenana

Nome

North Slope
Northwest Arctic
Pelican
Petershurg
Pribilof

Sitka

Skagway
Southeast Island
Southwest Region
St. Mary's
Tanana
Unalaska
Valdez
Wrangell
Yakutat

Yukon Flats
Yukon/Koyukuk
Yupiit

ACS

Mt. Edgecumbe
Other

TOTALS:

—

————

Change in
Floor Funding

File: P:99 leg/Sh 105/CS SB 105spreadsheet 4-20-99

Impacts of Section 1

Change in
Quality Grant

1,594

1,499

$3,093

Change in
Formula Funding

392,543

369,060

$761.603

lof2

Section 1
Net Change
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Petersburg City Schools

w 0077724271 P.0.Box 219 MaryA- Francis, PhD.
FAX9(7.7724719 Petersburg. Alaska 99837-0219 im Svp*rmtindint
November 5,1998

The Honorable Robin Taylor
Alaska Senate

P. O. Box 1441
Wrangell, Alaska 99929

Dear Senator Taylor

Though | have spokenwith you directly aboutthis matter, | wantto reiterate aparticular problemfor the Petersburg City
School District under the new foundation formula. | believe thatthere is a solution for our circumstance that would

affect no other district in the state.

Several problems that exist with the new formula are outlined in aresolution pessedat the fell conference of the Alaska
Association of School Administrators. While we supportthe needtofix other area* of the new formula, Petersburg is
particularly concerned about the cutoffenrollment o f750 ADM, the studeutcoont needed in orderto include our three

(3) schoals for calculation of funding.

Fortunately this year's October student ;;ount was 752.05 ADM. |fwe had fallen to 750 or below, we would have
realized ittle or no increasedfunding under the newprogram. Amazingly, twoto three students can make the difference
between receiving 5200,000+ additional dollars or no additional money!

For many years Petersburg has struggled with flat state education dollars, earningthe local contribution for achoola to
risetothe maximum alio vedby law. With declining timber receipts, reduced municipal assistance and revenue sharing,
and uncertain fish tax revenue, the community of Petersburg is running out of options to protect the fine educational

system we have built.

The new fending formula wes expected to address, for exanple, the unfair areacost differential Petersburghas endured
since the inception ofthe "old" formula. 1t was alsoto have addressed the inequities single site dis-ricts, such as ours,
experienced under the "old" formula. It appears that these metters are takencare of by the new formula so long asour
ecuollinent is 751 or more. |fwe fell to 730 studerts, asit seenswe may do in FY ‘00, nothing has beenresolved for

LS.

Therefore, | urge you to ameud the legislation to change the cutoffto 700 ADM- A review of the Department of
Education spreadsheets shows no other schoal district to have enrollment in the vicinity of 700 students. Ideally, we
would prefer the cutoffto be an even safer 650 ADM, but we realize that number, could potentially include a number

of other districts and thus, would be too costly for die state.

Please let me know if you would Uke additional information on this matter: It is of vital importance to our community
and to our school system Thank you for your continuing support of Petersburg's educational needs.

Sincerely,

cc: school board
Mayor and city council
Jenny Martens

TOTAL P .04
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Petersburg City Schools

mem PO Be*ﬂg M aryx.tranca fk O
%(%777247’9 %am]Alatkaw SaptrvutncU nt

February 17, 1999

Dr. Shirley TolJoway, Commissioner
Department of Education

801 West 10" Street, Suita 200
Juneau, AK 99801-1894

Dear Dr. Holloway;

As you reportto the State Board of Education awl to various legislative committees on how SB 36 isworking for school
district, please be advised of the following impact on the Petersburg City School District. For FY ‘99 our student
enroliment fell from a projected 775 ADM to an actual of 752 ADM Fortunately for us, we remained above 750

studertts for this school year's funding.

In preparing enrollment projects for FY '00, 1find that wewill fell short o f750 students. As SB 36 is written, we are
able to calculate the formula factoring in all three of our schodls if we remain above 750 ADM | f we fell below 750
ADM, though we still have three schools andail the related costs, we must calculate the formula asif we have only two

schools.

To demonstrate the magnitude of the problem assodiated with falling below 750 ADM, | calculated what our state
funding would have been this school year if we had enralled 748 students. Four fewer students would have translated
into over S200,000 lessin state revenue to Petersburg! That eguals about 550,000 per student. A formula that has such
adisastrous affect on aschool district, and in whichjust four students have this impact, surely is in need of adjustment.

We are one of the Standards 5 schools, working diligently to implement state standards and the Quality Schools
Initiatives. Given the funding shortfalls | now see, it is difficult to maintain the improvement efforts we have setin
motion. Needless to say, our budget development activities are about as gloomy as | have ever bad to experience.

There must be some reasonable fallback option for a district that fells just short of cutoff numbers in the fending
formula. To absorb a’5200,000 problem is simply devastating here.

Thank you for your attention to our concerns. | trustyou will seethatthis example becomes pan ofthe public dialogue
on the implementation of SB 36 and how it is working.

Respectfully,

ce: school board
city council
Senator Robin Taylor
Representative Ben Grusjendotf

Ptttnbw gSchoohrw iU praw idt:a-ig/randprdtrdy tnriranm tnt/arteachingarty wninf:irranatm aiphm th& .i"ourxigts.®

montinatna im pr*m vurrgnA w ill.fuhocm tfor thctighuttducation'il'pppecrtunity sfor all studeiits.
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RANGELL
PUBLIC SCHOOLS

DISTRICT OFFICE
P.O. BOX 2319
WRANGELL, ALASKA S9929
Telephone (907) 874-2347
GATEWAY TO THE STIKINE Fax | (907) 674-3137

March 22, 1999

Senator Robin Taylor
Room 30

State Capitol
Juneau, AK 99S01-U82

Dear Senator Taylor

1 am writing this letter in support of Senate B ill 105 regarding public school
funding.

Wrangell received inadequate funding under Senate B ill 36. We have not yet
seen a spread sheet showing the resultof SB 105 but we are sure that is would be
positive. Our school funding is a serious problem. Your bill would help correct

some ofthe inequalities of SB 36. Thanks

Sincerely,
Ldrry “Woody” Wilson

Superintendent

LWrlrg

Post-it* Fax Note [
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(3) multiplying the product determined under (2) of this subsection by the district cost
fac or'&hsatlis ;?%Idcable to calculation of the state aid for the adjacent school district

also eligible for intensive services funding under AS
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Sta ar mg c o a
141 420 2 SLA

Sec. 14.17.450. Schoolsize factor, (a) Forpurposes ofcalculatingaschools ADM to

ﬂ}ete}:om%rs]ta grﬁ{glathe ADM of each school in a district shall be computed by applying

Ifthe student count The adjusted student is

in a school is
At least But less than Base Multiplier The number of
students %n

gg 205 eXCcess 0
39.6 + (1.62 X 20

75 55.8 + (1.49 X 30))

150 122.85 4 (1.27 X )

288 2181 X (108 X 150)
326.1 + (0.97 X 250)

750 471.6 (0.92 X 400)
793.6 + (0.84 X 750).

t(b) Ifthe ADM in aschool is less than 10, those students shall be included in the ADM
itfthe school in that district with the lowest ADM as determined by the most recent

J|;[équent count data for that district. (§ 2 ch 83 SLA 1998)

vSec. 14.17.460. District cost factors, (a) For purposes of calculating a district’s
qjéj\%edADM under AS 14.17.410(b)(1), the district cost factor for a school district is as

fISTRICT DISTRICT CO%EgFlACTOR

aka Gateway .
leutians East 1.423
jutians Region 1.736

eska Central School 1.000

1.000

Wage
1.011

1.525
1.262
1.120
1.294
1.176
1.096
1.010
1.106
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g%c(}or in AS 14.17.420(a)(1) and multiplying that product by the base student allocation;

(3) multiplying the product determined under (2) of this subsection by the district cost
fac or hsarlzls 9%Idcable to calculation of the state aid for the adjacent school district

14? St Pz ar mgcf]cggo are 9 als )o eligible for intensive services funding under AS

Sec. 14.17.450. Schoolsize factor, (a) For purposes ofcalculatinga schools ADM to
dhetefnnme sta e aid, the ADM of each school in a district shall be computed by applying
the following ormula

It the student count The adjusted student is

in a school is
At least But less than Base Multiplier ~ The number of
students %n

§8 106 eXCess 0

39.6 (1.62 20

75 55.8 (1.49 30))

150 122.85 (1.27 75)

250 218.1 (1.08 150)

400 326.1 (0.97 250)

. 750 4716 (0.92 400)
793.6 (0.84 750).

it"

(b) 1fthe ADM in a school is less than 10, those students shall be included in the ADM
Pithe school in that district with the lowest ADM as determined by the most recent
Jjtudent count data for that district. (§ 2 ch 83 SLA 1998)

tSec. 14.17.460. District cost factors, (a) For purposes of calculating a district’
mg\%’tsedADM under AS 14.17.410(b)(i), the district cost factor for a school district is as

'STRICT- DISTRICT COST FACTOR

ifika Gateway , 1.291
Kjutians East

lutians Region 1.423
eska Central School 1.736
gi‘orage 1.000
fitte Island 1.000
Strait 1011
ol Bay 1.525
1.262
1.120
1.294
1.176
1.096
1.010
1.106



8§ 14.17.470 Education, Libraries, and Museuns i

Denali 1.313
Dillingham 1.254
Fairbanks 1.039
Galena 1.348
Haines 1.008 >(!
Hoonah 1.055
Hydaburg 1.085
Iditarod 1.470
sfuneau 1.005
Kake 1.025
Kashunamiut 1.389
Kenai Peninsula 1.004
Ketchikan 1.000
Klawoik 1.017
Kodiak Island 1.093
Kuspuk 1.434
Lake and Peninsula 1.558
Lower Kuskokwim 1.491
Lower Yukon 1.438
Matanuska-Susitna 1.010
Mt. Edgecumbe 1.000
Nenana 1.270
Nome 1.319
North Slope 1.504
Northwest Arctic 1.549
Pelican 1.290
Petersburg 1.000
Pribilof 1.419
Sitka 1.000
Skagway 1.143
Southeast Island 1.124
Southwest Region 1.423
St. Mary’s 1.351
Tanana 1.496
Unalaska 1.245
Valdez 1.095
Wrangell 1.000
Yakutat 1.046
Yukon Flats 1.668
Yukon/Koyukuk 1.502
Yupiit 1.469

(b) The department shall monitor the cost factors istablished under (a) of this section
and shall prepare and submit to the legislature by January 15 of every other fiscal year
proposed district cost factors. (§ 2 ch 83 SLA 1998)

Cross references. — For transitional provisions quircd under (b), see 8§ 41, ch. 83, SLA 1998 in the
relating to initial proposed district cost factors re- 1998 Temporary and Special Acts.

Sec. 14.17.470. Base student allocation. The base student allocation is $3,940. (§ 2
ch 83 SLA 1998)

Sec. 14.17.480. Quality school funding, (a) As a component of public school
funding, a district is eligible to receive a quality school funding grant not to exceed the
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Jandt Piivelt
P.O. Box 775

Wrangell, Alaska 99929
SB# 105

Senate finance,

lwould like to go on record in support of SB# 105 introduced by Senator
Taylor. In listening to testimony on Wednesday April 28, 1999 1was very
disappointed to hearthat the Department of Education is not in supportof
this bill and has not lo date understood the difficult situation these two

communities arc facing.

Consolidation is atrendy word thatreally does not speak to these two
communities, nor does it bring Hie best educational practice forward for the
children in our communities. Wrangell is under the states rating for efficiency
at 70%, our salary is one of eight lowest in the State of Alaska, wc have had
in place State Standards. State Board Standards for School Boards, we have
been well supported by our Municipality with the contribution 0f 59% o f the
total lax revenues going to Wrangell Schools. In all that the Slate of Alaska
has asked Wrangell School District we have done and il lbels like we arc

being punished for the goodjob we are doing.

When considering this bill you must take into consideration our communities
economic situation, our population and our ability to keep funding education
reductions, we as acommunity arc not able to keep funding education as wc
have in the past, our community has funded the cost o fliving increases that
the state has not kept up with and have done this with a uncertain economic

future.

W ith due respectto Senator A1 Adams statement to leave the formula alone
for three years, 1believe that in the last hours o flast year that seemed
reasonable, but it is not reasonable or fair to leave school districts in the
financial situation we face, | can’t believe that it was the intention ofany
Senate to let a school completely devastate its educational integrity because
ofawailing period that (lid not take situations like Wrargdl and Petersburg

into consideration.



wrarr9e 11 O il I nc. 8743865

lrespect the difficult situation the Senate is in, but please understand our

situation as well.

Wrangell School District has one o f the finest education programs in the
Slate o f Alaska and we would like to continue this reputation, it is very
difficult for communities that have faced very difficult economic times and
are continuing to face those times, butthen to realize that our tax base can
not continue to fund and to keep up with the contributions; that they have
bcc-n making, is very hard on a community that has been proud o l'it’s ability

to do alot with a little.

Wrangell School District is very proud of our three schools that the
Department of Education seems to bring up in a negative manner, yes!!! Wc
have three schools, that have been brought lo the attention,o fmany as being a
school district that put kids and education first, and wc have done that with
three schools, three schools that are run by administration: that does many
otherjobs in our district. Wc as a community are very proud and hold firm to
local control and believe that wc bring forward excellence in education, and
the many hours and lime that our community puts forward in supporting

education is evident in our success.

The number one priority for tire Wrangell Legislative lobbying document is
and continues to be EDUCATION !

Please consider carefully your decisions on SB105 and it's effect on the
Children of Wrangell.

Thank you for yourtime and consideration,

. 02



CITY OF WRANGELL
INFORMATION REGARDING SCHOOL CASH CONTRIBUTIONS FROM THE CITY

FOR THE FISCAL YEARS 1993 THROUGH 1999

PREPARED BY JEFF JABUSCH
ON FEBRUARY 22, 1999

AS REQUESTED FROM PUBLIC

(CITY ONLY)
LOCAL CONTR.
(CITY) AS APERCENT
LOCAL TIMBER TOTAL TOTAL SALES OF TOTAL
FISCAL IN-KIND CASH TAX LOCAL CASH  AND PROPERTY TAX
YEAR CONTRIBUTION CONTRIBUTION RECEIPTS ~ CONTRIBUTION  TAX REVENUE DOLLARS
1993 29,000 339,865 662.635 1,002,500 2,476,762 14%
1994 29,000 873,639 212,529 1,086,168 2,735,962 32%
1995 29,000 809,540 251,231 1,060,771 2,692,969 30%
1996 29,000 559,628 603,586 1,163,214 2.561,385 22%
1997 29,000 529,545 506,485 1,036,030 2.266.027 23%
1998 29,000 919,932 380,068 1,300,000 2.048,754 45%
1999 29.000 1.309,076 74,865 1,383,741 2,237.000 59%

THE ABOVE SPREADSHEET SHOWS THE AMOUNT THE LOCAL CONTRIBUTION HAS BEEN TO THE SCHOOL SINCE
1993. SHOWS THE AMOUNT OF TIMBER TAX RECEIPTS, AND IT SHOW THE TOTAL AMOUNT OF PROPERTY AND
SALES TAXES THAT THE CITY RECEIVED IN THOSE SAME YEARS. THE LAST'COLUMN SHOWS THE PERCENTAGE
OF THE SCHOOL CASH CONTRIBUTION TO TOTAL TAX REVENUES. AN EXAMPLE WOULD BE 1997 WHEN THE
THE CITY OF WRANGELL'S CASH CONTRIBUTION WAS $529,545 WHICH WAS 23% OF THE TOTAL TAX REVENUES.

“of NOTE"***
INTHE YEAR 2000 TAXES WILL INCREASE BECAUSE THE SALES TAXES WILL AGAIN BE ON FOOD AND UTILITIES.

THIS WILL HAVE A TENDENCY TO MOVE THE PERCENTAGE DOWN ABOUT 10% NEXT YEAR IF EVERYTHING ELSE
STAYED THE SAME,



Senate Dill 95

Subject: Senate Bill 95
Date: Wed, 1Mar 2000 11:50:49 -0900
From: "Bill and Diane Kuhlmann" <alaskabk@alaska.nel>
To: "Al Adams" <Senator_Al_Adams@legis.slale.ak.us>,

Vave Donley" <Senator_Dave_Donley@legis.state.ak.us>,
"Gary Wilken" <Senator_Gary_Wilken@legis.slate.ak.us>,
"John Torgerson" <Senalor_John_Torgerson@legis.state.ak.us>,
"Pete Kelly" <Senator_Pete_Kelly@legis.state.ak.us>,
"Randy Phillips" <Senator_Randy_Phillips@legis.stale.ak.us>,
"Lyda Green" <Senator_Lyda_Green@legis.state.ak.us>,
"Loren Leman" <Senator_Lorcn_Leman@legis.state.ak.us>

Dear Senators,

| am very pleased that SB 95 will come before your committee for a vote this Friday. |am strongly in support of this
bill and strongly urge it's passage. The 50% reimbursement for school construction of a new high school in Eagle
River is probably the only possible way that the voters in Anchorage might help support the construction of a new
school in Eagle River. It will be a very difficult fight to gain the support of Anchorage voters for the badly needed

school in our community.

I hope you will pass this bill and give our local community the opportunity to convince Anchorage voters the need to
vote for the bond issue for a new Eagle River High School.

Thank you,

Bill Kuhlmann,
Chairman of Eagle River Community Council
President Eagle River Rotary Club

3/2/006:22 AM
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SENATE FINANCE COMMITTEE

SIGN-IN

SB 105-PUBLIC SCHOOL FUNDING

NAME: Ng-N D Subject/Bill No: lQS”

Co./Dept./Title: AASTr? Phone; € L

Address: Zip:

Do you wish to testify? " Yes No Respond To Questions

NAME: N evr*°.u VV W L Subject/BillNo: ~ ~ 1b S
non Phone:A | A *-10

Co./Dept./Title: A1A

Address:

Zip:

Do you wish to testify?

£? Yes vV No

Respond To Questions

Subject/Bill No:

NAME:

Co./Dept./Title:

Address:

Zip:

Do you wish to testify?

Yes No

Respond To Questions

NAME:

-- Subject/Bill No:

Co./Dept./Title:

Address:

Zip:

Do you wish to testify?

SFC-00
SB 105

Yes No

Respond To Questions

03/03/00



SENATE FINANCE COMMITTEE

SIGN-IN

SB 105-PUBLIC SCHOOL FUNDING

NAME:

Co./Dept./Title:.

Do you wish to testify? " fes’)

NAME: 'FkilC -

Co./Dept./Title: \t{[AW )Q

Address:

No

T fc*

Respond to Ouestions

Do you wish to testify? X. Yes__ No__ Respond to Questions

NAME:
Co./Dept./Title:
Address:

Do you wish to testifv?

NAME:
Co./Dept./Title:
Address:

Do you wish to testify?

SFC-99

Yes

Yes

No

No

Respond to Ouestions

Respond lo Questions

.Sub./Bill No: S /5

Phone:

Sub./Bill No: ?D
Phone:

Zip:

Sub./Bill No:
Phone:

Zip:

Sub./Bill No:
Phone:

Zip:

28 April 1999



Legislalivc Telcconferenr j Network Systems
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Name:Ms. Nancy Davis
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CS FOR SENATE BILL NO. 106(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION
BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR TAYLOR
A BILL
FOR AN ACT ENTITLED

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

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

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

* Section 1. AS 47.07.075 is amended to read:

Sec. 47.07.075. Administrative procedure, (a) Actions of the department
regarding health facility payment rates under this chapter and AS 47.25.120 -
47.25.300 are subject to provisions of AS 44.62 (Administrative Procedure Act) except
as provided in (b). (c). fd), or (e) of this section.

(b) The commissioner shall [,] by regulation [,] establish time limits applicable
to the various phases of an administrative appeal process involving an appeal of the
amount of a payment rate set by the department for a facility. The time limits set

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

The regulations must provide that

-1- CSSB 106(FIN)
New Text Underlined [DELETED TEXT BRACKETED)



11

&

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT 1-LS0424VH

[()] a hearing for an appeal described in this subsection must be
scheduled under AS 44.62.410 to occur no more than 120 days after written notice of
rate appeal has been received by the department from a facility unless the facility
requests a delay or good cause for the delay is demonstrated to the satisfaction of the
hearing officer [;

(2) THE COMMISSIONER MUST, WITHIN 30 DAYS AFTER
RECEIVING iIHE RECOMMENDATION OF THE HEARING OFFICER, EITHER
RENDER A DECISION IN THE CASE OR REFER THE CASE BACK TO A
HEARING OFFICER FOR ADDITIONAL FINDINGS;

(3) IF EITHER TIME LIMIT SET UNDER (1) OR (2) OF THIS
SUBSECTION IS NOT MET, THE DEPARTMENT SHALL REPORT THE
NONCOMPLIANCE TO THE LEGISLATURE AND THE GOVERNOR BY THE
FOLLOWING JANUARY 20 WITH AN EXPLANATION OF THE LENGTH OF
DELAY, REASONS FOR THE DELAY, AND PROPOSED CORRECTIVE ACTION
BY THE DEPARTMENT TO AMELIORATE THE CAUSES OF DELAY].

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

(¢) The commissioner shall, within 30 days after receiving the recommendation
of the hearing officer, render a final administrative decision in the case unless the
facility requests a delay. If after 30 days the commissioner does not render a final
administrative decision, the hearing officer's recommendation becomes the final
administrative decision. A final administrative decision under this subsection is subject
to judicial review as a final administrative order under AS 44.62.560 and 44.62.570.

(d) If the time limit set under (b) of this section is not met, the department |
shall report the noncompliance to the legislature and the governor by the following
January 20 with an explanation of the length of delay, reasons for the delay, and
proposed corrective action by the department to ameliorate the causes of delay.

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

voluntary mediation.

* Sec. 3. HEALTH FACILITY PAYMENT RATES, (a) On or before the convening of
the Second Regular Session of the Twenty-First Alaska State Legislature, the Department of

Health and Social Services shall provide in a report to the legislature the rates developed

CSSB 106(FIN) 2.
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under this section and the recommendations and other information required by this section.
(b) The department shall develop proposed rates of payment for hospitals and nursing

facilities to be used under AS 47.07 and AS 47.25.120 - 47.25.300. The department shall
develop the ntes under the provisions, including the hearing requirements, of AS 47.07.070,
sxcept as otherwise modified by this section. The department is not required to comply with
the criteria of AS 47.07.070(b) or with AS 47.07.070(e) when developing the rates or to
ippoint a technical advisory committee under AS 47.07.070(f). Notwithstanding
AS 47.07.070,

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

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

(3) the department may recommend mandatory alternative rate setting
nethodologies for facilities based on differences in licensing or certification, services
)rovided, facility size, patient utilization, community size, facility location, or combinations
>f these factors; these alternative rate setting methodologies may include payment rates

:alculated for groups of facilities or services.
(¢) The department shall identify in the report under this section any alternative rate

etting methodologies as well as the rates.

(d) The legislature finds that 90 percent of the appeals in the setting of rates originate
rom problems with certain areas in the applicable regulations. These problem areas include
olume changes in long-term care under 7 AAC 43.685, the handling of long-term care under

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

IAC 43.685 and 7 AAC 43.691, audits under 7 AAC 43.693, and arbitrary treatment and
iconsistent annual treatment of facilities under 7 AAC 43.679 and 7 AAC 43.680. The
epartment shall examine and review these problem areas and include in the report required
y this section the department’s recommendations, including specific changes, on how these
reas could be improved to reduce appeals.

(e) The department shall work with the Alaska State Hospital and Nursing Homes
.ssociation when developing the rates and recommendations under this section.

(f) In this section,

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

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

3 CSSB 106(FIN)
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services, supplies, insurance, leases, depreciation, taxes, interest expense, maintenance,
and other health facility operating expenses; and
(B) education, research, and appropriate capital development;
(2) "department" means the Department of Health and Social Services;

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

AS 47.07 and AS 47.25.120 - 47.25.300..

CSSB 106(FIN) 4
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Page 1, line 2, following “payments”:
Insert “;and relating to rates ofpayment to health facilities”

Page 2, following line 25:
Insert anew bill section to read:
“*Sec. 3. HEALTH FACILITY PAYMENT RATES, (a) On or before

the convening ofthe Second Regular Session ofthe Twenty-First Alaska
State Legislature, the Department of Health and Social Services shall
provide in areport to the legislature the rates developed under this secticn
and the recommendations and other information required by this section.

(b) The department shall develop proposed ra;es ofpayment for
hospitals and nursing facilities to be used under AS 47.07 and AS 47.25.120
- 47.25.300. The department shall develop the rates under the provisions,
including the hearing requirements, ofAS 47.07.070, except as otherwise
modified by this section. The departmentis notrequired to comply with the
criteria 0of AS 47.07.070(b) or AS 47.07.070(e) when developing the rates or
to appoint atechnical advisory committee under AS 47.07.070(f).
Notwithstanding AS 47.07.070,

(1) the rates must be based on a fair rate for

reasonable costs of patient care;
(2) the departmentis notrequired to setindividual

rates for each facility; and

(3) the department may recommend mandatory
alternative rate setting methodologies for facilities based on
differences in licensing or certification, services provided, facility
size, patient utilization, community size, facility location, or
combinations o f these factors; these alternative rate setting
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methodologies may include payment rates calculated for groups of

facilities or services.

(c) The department shall identify in the report under this section any
alternative rate setting methodologies as well as the rates.

(d) The legislature finds that 90 percent o fthe appeals in the setting
o frates originate from problems with certain areas in the applicable
regulations. These problem areas include volume changes in long-term care
under 7 AAC 43.685, the handling oflong-term care under 7 AAC 43.686,
non-reimbursable areas under 7 AAC 43.686, year-end conformance under 7
AAC 43.685 and 7 AAC 43.691, audits under 7 AAC 43.693, and arbitrary
treatment and inconsistent annual treatment o f facilities under 7 AAC 43.679
and 7 AAC 43.680. The department shall examine and review these
problem areas and include in the report required by this section the
department’'srecommendations, including specific changes, on how these
areas could be improved to reduce appeals.

(e) The department shall work with the Alaska State Hospital and
Nursing Homes Association when developing the rates and
recommendations under this section.

(f) in this section,
(1) “costs of patient care” includes reasonable costs of

(A) current operations, including salaries and wages,
purchased services, supplies, insurance, leases, depreciation,
taxes, interest expense, maintenance, and other health facility
operating expenses; and

(B) education, research, and appropriate capital

development;
(2) “department” means the Department ofHealth and Social

Sendees;
(3) “rates” means the rates ofpayments for health facilities to

be used under AS 47.07 and AS 47.25.120 - 47.25.300.”
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Amendment Number: 4:—
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AMENDMENT
OFFERED IN THE SENATE BY SENATOR TORGERSON
TO: CSSB 106(JUD) MO btj -WI- PerLfitT-L)
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1 Page 1, line 8
Delete: “,(c), or (d)”
3 Insert “,(c), (d) or (e)”

N

4 Page 2, line 17 following “ case”

5 Insert “unless the facility requests a delay”

6 Page 2, following line 25

7 Insert a new subsection to read:

8 (e) At the request of any party, the department may offer a process
9 of voluntary mediation.
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CS FOR SENATE BILL NO. 106(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsors). SENATOR TAYLOR
A BILL

FOR AN ACT ENTITLED
"An Act relating to actions of the Department of Health and Social Services

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

health facilities."

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

* Section 1. AS 47.07.075 is amended to read:
Sec. 47.07.075. Administrative procedure, (a) Actions of the department

regarding health facility payment rates under this chapter and AS 47.25.120 -
47.25.300 are subject to provisions of AS 44.62 (Administrative Procedure Act) except

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

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

to the various phases of an administrative appeal process involving an appeal of the
amount of a payment rate set by the department for a facility. The time limits set

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

The regulations must provide that

1- CSSB 106(FIN)
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[(1)] a hearing for an appeal described in this subsection must be
scheduled under AS 44.62.410 to occur no more than 120 days after written notice of
rate appeal has been received by the department from a facility unless the facility
requests a delay or good cause for the delay is demonstrated to the satisfaction of the
hearing officer [;

(2) THE COMMISSIONER MUST, WITHIN 30 DAYS AFTER
RECEIVING THE RECOMMENDATION OF THE HEARING OFFICER, EITHER
RENDER A DECISION IN THE CASE OR REFER THE CASE BACK TO A
HEARING OFFICER FOR ADDITIONAL FINDINGS;

(3) IF EITHER TIME LIMIT SET UNDER (1) OR (2) OF THIS
SUBSECTION IS NOT MET, THE DEPARTMENT SHALL REPORT THE
NONCOMPLIANCE TO THE LEGISLATURE AND THE GOVERNOR BY THE
FOLLOWING JANUARY 20 WITH AN EXPLANATION OF THE LENGTH OF
DELAY, REASONS FOR THE DELAY, AND PROPOSED CORRECTIVE ACTION
BY THE DEPARTMENT TO AMELIORATE THE CAUSES OF DELAY].

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

() The commissioner shall, within 30 days after receiving the recommendation
of the hearing officer, render a final administrative decision in the case unless the
facility requests a delay. If after 30 days the commissioner does not render a final
administrative decision, the hearing officer’'s recommendation becomes the final
administrative decision. A final administrative decision under this subsection is subject
to judicial review as a final administrative order under AS 44.62.560 and 44.62.570.

(d) If the time limit set under (b) of this section is not met, the department
shall report the noncompliance to the legislature and the governor by the following
January 20 with an explanation of the length of delay, reasons for the delay, and
proposed corrective action by the department to ameliorate the causes of delay.

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

voluntary mediation.

* Sec. 3. HEALTH FACILITY PAYMENT RATES, (a) On or before the convening of
le Second Regular Session of the Twenty-First Alaska State Legislature, the Department of

‘ealth and Social Services shall provide in a report to the legislature the rates developed

'SSB 106(FIN) .
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under this section and the recommendations and other information required by this section.
(b) The department shall develop proposed rates of payment for hospitals and nursing
facilities to be used under AS 47.07 and AS 47.25.120 - 47.25.300. The department shall
develop the rates under the provisions, including the hearing requirements, of AS 47.07.070,
except as otherwise modified by this section. The department is not required to comply with
the criteria of AS 47.07.070(b) or with AS 47.07.070(e) when developing the rates or to
appoint a technical advisory committee under AS 47.07.070(f). Notwithstanding

AS 47.07.070, é\Q u& bonateXL o¢ o'rﬁ’Zd'
(1) the rates must be based on a fair rate for*costs of patient care;

(2) the department is not required to set individual rates for each facility; and
(3) the department may recommend mandatory alternative rate setting
methodologies for facilities based on differences in licensing or certification, services
provided, facility size, patient utilization, community size, facility location, or combinations
of these factors; these alternative rate setting methodologies may include payment rates
calculated for groups of facilities or services.

(c) The department shall identify in the report under this section any alternative rate
setting methodologies as well as the rates.

(d) The legislature finds that 90 percent of the appeals in the setting of rates originate
from problems with certain areas in the applicable regulations. These problem areas include
yolume changes in long-term care under 7 AAC 43.685, the handling of long-term care under
7AAC 43.686, non-reimbursable areas under 7 AAC 43.686, year-end conformance under 7
\AC 43.685 and 7 AAC 43.691, audits under 7 AAC 43.693, and arbitrary treatment and
nconsistent annual treatment of facilities under 7 AAC 43.679 and 7 AAC 43.680. The
iepartment shall examine and review these problem areas and include in the report required
>y this section the department’s recommendations, including specific changes, on how these
ireas could be improved to reduce appeals.

(e) The department shall work with the Alaska State Hospital and Nursing Homes
Association when developing the rates and recommendations under this section.

(f) In this section,

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

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

3 CSSB 106(FIN)
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services, supplies, insurance, leases, depreciation, taxes, interest expense, maintenance,

and other health facility operating expenses; and
(B) education, research, and appropriate capital development;
(2) "department" means the Department of Health and Social Services;

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

AS 47.07 and AS 47.25.120 - 47.25.300.

CSSB 106(FIN) 4
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COMMITTEE
Amendment Number: I-LS0424\G.7
Bill Number:r€? loto (di3T>) Bannister
Sponsor: [ Date:'4]Z-ifag 4/21/99
Logged InBy: H indu____
AMENDMENT n

TO: CSSB 106(JUD)

Page 2, following line 25:
Insert new bill sections to read:

"* Sec. 3. TRANSITIONAL PROVISIONS, (a) Notwithstanding AS 47.07.075(c),
enacted in sec. 2 of this Act, within 30 days after the effective date of this Act, the
commissioner of health and social services shall render a final administrative decision in each
rate appeal that is pending as of the effective date of this Act if

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

before the effective date of this Act;
(2) the commissioner has not issued a final administrative decision in the
matter; and
(3) the commissioner
(A) has not, before the effective date of this Act, remanded to the
hearing officer the most recent proposed decision by the hearing officer; or
(B) has remanded the proposed decision to the hearing officer on or
after April 20, 1999, but before the effective date of this Act.

(b) If arate appeal that is pending as of the effective date of this Act was remanded
by the commissioner lo the hearing officer before the effective date of this Act and the
circumstances for disposition of the rate appeal are not described in (a)(1) - (3) of this
section, the 30 day period in which the commissioner must render a final administrative
decision in the rate appeal under AS 47.07.075(c), enacted in sec. 2 of this Act, begins when
the commissioner receives a proposed decision from the hearing officer after the remand.

(c) If the commissioner fails to comply with the requirements of (a) of this section,
the hearing officer’'s recommendation becomes the final administrative decision. A final
administrative decision under this subsection is subject to judicial review as a final

administrative order under AS 44.62.560 and 44.62.570.
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(d) If the commissionerfails to comply with the requirements of (a) of this section,
the department shall report the noncompliance to the legislature andthe governor by the
following January 20 ' dth an explanation of the length of delay, reasons for the delay, and
proposed corrective action by the department lo ameliorate the causesof delay.

(e) In this section,

(2) "department” means the Department of Health and Social Services;
(3) "rale appeal" means an administrative appeal of a health facility payment

rate under AS 47.07 or AS 47.25.120 - 47.25.300.

1

2

3

4

5

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

7

8

9

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

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

12 pending as of the effective date of this Act."
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LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA
130 Seward Street, Suite 409

FAX (907) 465-2029
Mail Stop 3101 Juneau, Alaska 99801-2105

MF.MORANRD Il M April 26, 1999
SUBJECT: Draft CSSB 106(FIN) (Work Order No. 21-LS0424\H)
TO: Senator Sean Parnell, Co-Chair

Senate Finance Committee

Attn: Jerry
FROM: ilieresa Bannister

Legislative Counsel

This memo accompanies a draft of the bill described above.

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

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

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

If I may be of further assistance, please advise.

TLB:pl:glc
99-061 .plm
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Stale Capitol

Chairman, Juneau, Alaska 99801-1182

Judiciary Committee (907) -165-3873

Administrative Regulations Fax: (907) -i65-3922
Revenue Committee

50 Front Street

Vice Chairman, Suite 203

Resources Committee Ketchikan, Alaska 99901

. (907) 225-8088

Senator Robin L . Taylor Fax: (907) 225-0713

SPONSOR STATEMENT
SB 106

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

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

The Medicaid rate setting and appeal process is as follows: The Medicaid
provider payment rates are set annually at an informal hearing before the
Medicaid Rate Advisory Commission, which is simply advisory to the
Department. If the provider disagrees with the payment rate, the provider
may appeal the rate by requesting a formal evidentiary hearing before a
Hearing Examiner. The Hearing Examiner conducts a formal hearing on
the appeal and issues a proposed decision to the Commissioner of Health
and Social Services. The hearings are often in excess of ten days and are
expensive for the facility. The Hearing Examiner’'s decision must then be
approved by the Commissioner of the Department before the decision

becomes final.

Rather than issuing final decisions, the Commissioner consistently remands
proposed decisions back to the Hearing Examiner for further proceedings
with instructions that usually do not follow the remand order until several
months later. The results are that the administrative appeals process takes
several years to complete, preventing providers from obtaining a final rate
and, subsequently precluded from obtaining relief. W hile a decision has
been remanded, the facility is also precluded from appealing to the
Superior Court.

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

business.

District A:
ilyticr « Ketchikan ¢ Kuprcanof « Meyers Chuuk ¢ Petersburg ¢ Saxman ¢ Sitka ¢ Wrangell
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MEDICAID RATE SETTING AND APPEALS PROCESS

The Medicaid rate setting and appeal process is as follows: The Medicaid provider payment rates
are set annually at an informal hearing before the Medicaid Rate Advisory Commission, which is
simply advisory to the Department. Ifthe provider disagrees with the payment rate, the provider
may appeal the rate by requesting a formal evidentiary hearing before a Hearing Examiner. The
Hearing Examiner conducts a formal hearing on the appeal and issues a proposed decision to the
Commissioner of Health and Social Services. The hearings are often in excess of ten days and are
expensive for the facility. The Hearing Examiner’s decision must then be approved by the
Commissioner of the Department before the decision becomes final.

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

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

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

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

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

. While adecision has beenremanded, the facility is also precluded from appealing to Superior
Court.

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

. Outoftwenty-four healthcare providers thathave rates set once ayear, forty-two rate appeals
are currently in process.

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

Page 1o f2



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

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

Department.

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

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

incorrect documents.

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

business.

Page 2 of2
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The Hearing Examiner* have issued a total of Thirteen Proposed Decisions involving Thirteen
cases during the period from January 1,1990, to December 31,1998:

1 Oyr Lady of Compassion Can Center, 99-MRC-02, appeal tiled 1/22/90;
Proposed Decision issued 12,1991;
Remanded by Commissioner 4/3/91. _
Stipulation to Dismiss signed 7/20/94 by Jay Livcy.

2. Central Peninsula, 91-MRC-04, appeal filed-5/23/91;
* Proposed Decision issued 9/9/94;
Remanded by Commissioner 10/10/94;
* Proposed Decision on Remand issued 10/31/9%;
Proposed Decision on Remand adopted \ 1/4/94.

3. Norton Sound, 91-MRC-03, appeal filed 2/20/91; _
*Proposed Decision on Issues Other Than Telephone Lease issued 5/8/95; adopted 6/9/95;
* Proposed Decision on Telephone Lease issued 11/8/95;
Remanded by Commissioner 12/13/95;
*Proposed Decision on Remand issued 1/4/96;
Proposed Decision on Remand adopted 1/22/96.

Ketchikan General Hospital, 91-MRC-08, appeal filed 10/2/91;
Ketchikan General Hospital, 91-MRC-09, appeal filed 10/21/91;
*Proposed Decision issued 1/9/96;
Remanded by Commissioner 2/14/96;
*Proposed Decision on Remaud issued 2/28/96;
Proposed Decision on Remand adopted 3/11/96.

6. St, Ann’s Cart Center, %5-HU-Q2, %ppeal filed " 17/95;
* Proposed Decision issued 1/2/97,
Interim Decision and Order by Commissioner 2/5/97;
Order with Instructions on Remand by Commissioner 9/26/9",,
SUlus after Remand: Post-hearing briefing schedule set (due 8/98); c*se stayed 7/29/98
pending outcome of decision in Wesley eases; status hearing 12/15/98,

ok~

7. Bartlett Memorial Hospital, 95~au-05, appeal filed 7/21/95;
8. Bartlett Memorial Hospital, 96-MRC-05, appeal filed 3/14/96;
* Proposed Decision issued 1/14/97;
Order with Instructions on Remand issued 12/12/97;
Sucus after Remand: Order Granting Partial Summary Judgment on CON issue, issued
8/20/98; Evidentiary Hearlngi held 10/20/98-10/29/98;
Post-hearing briefing schedule to be set after transcript prepared.

9 orth Star Hospital, 94-MRC-04, [ fil 94:
10 ortE%tar OSOIQ,%%E Pﬁ@d%
11 North Star Hospital, appeal filed 2/21/95;

12. North Star Hospital, 95-MRC-OS, appeal filed 5/25/95;
*Proposed Decision issued 3/27/98;
Interim Decision and Order by Commissioner 5/12/98;
* Proposed Decision After Reconsideration issued 7/28/98;
Oraer of Remand by Commissioner $/31/98;
Status after Remind; Briefing schedule has been set requiring parries to file supplemental
briefs with affidavits by 3/5/99.

13. Norton Sound Hospital, 97-MRC-OS, appeal filed 10/16/97;
* Proposed Decision issued 12/31/98.




SUMMARY OF APPEALS ACTIVITIY

Each year the Department sets reimbursement rates for 25 facilities.

15 facilities currently have no appeals.

Fairbanks Memorial
Providence

Petersburg General Hospital
Providence Extended Care
Wrangell General Hospital

Denali Center
Kodiak Island
Norton Sound
Mary Conrad
Valdez Community

Central Peninsula
South Peninsula Hospital

Providence Seward
Cordova Community Hospital
Alaska Psychiatric Institute

Total: 15

» 10 facilities have appeals pending.

Wesleyan (8)

St. Ann’s Nursing Home (4)
Charter North (3)

Ketchikan General (2)

Sitka Community (1)

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

Heritage Place (1)

Total: 10 Facilities, 40 Appeals

> 40 appeals are currently outstanding.
> 21 ofthese appeals are stayed at the request of the facility.

» Currently there are no proposed decisions pending in the Commissioner’s Office.
» 6 proposed decisions have been remanded to the Hearing Officer in the past 4 years.
> No proposed decision has been remanded more than once.

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

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

being scheduled.



ALASKA STATE
Hospital & Nursing Home

ASSOCIATION

March 22, 1999

Senator Robin Taylor
Room 9

State Capitol

Juneau, AK 99801

Dear Senator Taylor:

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

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

Please do not hesitate to contact me if you have questions or if we can La of benefit to
you.

Sincerely yours,

Laraine L. Derr
President/CEO

319 Seward Street #11 *Juneau, AK 99801 «(907) 586-1790 Fax (907) 463-3573
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February 24, 1999

Senator Robin Taylor
Alaska State Legislature
50 Front Street

Suite 203

Ketchikan, AK 99901

Dear Senator Taylor:

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

Please feel free to call on me to either testify or discuss further. Thank you

again for your assistance.

Sincerely,

Dave Pfeifer
Chief Executive Officer

DP/vir

515 E. DAHLIA ST., P.0. BOX 1687, PALMER, AK 99645 (907) 746-8600
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April 16, 1999

The Honorable John Torgerson
Alaska State Senate

State Capitol Building

Juneau, AK 99811

Re: SB 106
Dear Senator Torgerwn:

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

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

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

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

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

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

Sincerely,

Richard W. Jones.
Administrator/CEO
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DEPT.OF HEALTH AND SOCIAL SERVICES PO. BOX 110601

JUNEAU, ALASKA 99B11-0601
PHONE: (907)465-3030

OFFICE OF THE COMMISSIONER FAX: 907) 465-3063

April 19, 1999

Senate Finance Committee
Alaska State Senate

State Capitol
Juneau, Alaska 99801-1182

Dear Committee Members:

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

Department.

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

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

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

suggests.

prmlodoniocyciedpapoi
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Senate Finance Comm ittee
April 19, 1999

Page Two

I would also like to take this opportunity to correct some mistaken impressions that you may have
with regard to the Department’s handling of Medicaid appeals. First, | believe that you may have
been left with the impression that the amount of Medicaid reimbursement denied because of
appeals is financially crippling Alaska’s health facilities. In fact, the approximately $10 million
which constitutes the value of outstanding appeals represents only 2,7% of the total Medicaid
expenditures made to facilities during the same time period.

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

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

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

Sincerely,

Commissioner

ccC: ASHNHA Members
Financial Consultants of Alaska
Senator Taylor
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