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COMPARISON OF NEW HOSPITAL CONSTRUCTION REIMBURSEMENT METHODS
State Revenue Sharing Program (AS 43.18) June 1978

TOTAL BED METHOD 5-YEAR METHOD CURRENT METHOD

Nurrber of Beds Total Remaining Annual Annual Annual
Facility Constr./Total Construction Cost Liability Appropriation # years  Appropriation  Appropriation
Fairbanks Memorial
Hospital J28/154 $9,732,578 $2,275,576 $442,750 5.14 $455,115 $ 80,500
Alaska Hospital &
Medical Center 199/199 16,137,406 2,572,843 497,500 5.17 514,569 497,500 3.17
Providence Hospital 130/253 20,017,000 1,593,102 632,500 2.52 318,620 325,000 4.90

Norton Sound
Regional Hospital 22/22 7,082,172 164,965 69,438 2.38 32,993 69,438 2.38

$6.606.C86 S1,642,130 $1,321,297 $972,438

%



DEPT. OE HEALTH AND SOCIAL SERVICES
OFHCEO fTHECOM M SSDNER

February 9, 1981

The Honorable Charles H. Parr
State of Alaska

Alaska State Senate

Pouch V

Juneau, Alaska 99811

Dear Senator Parr:

Enclosed Is a copy of our report "Hospital and Health Facility Operation

and Construction Assistance” which we recently provided to the Legislature.
The appendix materials cited are lengthy and are available upon request.

We hope you will find this report useful as you work with health facility
related Issues. Please let us know 1f we can provide additional Information
or materials.

Sincerely

Heleq D. Belrne
Commissioner

Enclosure
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Introduction

The report that follows describes the condition of Alaska"s health care facilities
based on reports and inventories prepared by the Division of State Health Planning
and Development. This report examines existing programs of state aid for hospital
and health facility construction and operation 1n Alaska. Options for changes

In the program and the rationale and bases for these options follow.

Current Alaska Facilities

Alaska has 17 public and private hospitals, seven of which Include an
Intermediate and/or skilled nursing component. There are also eight facilities
(exclusive of the Pioneer Home System) for intermediate care and/or Intermediate
care for the mentally retarded which are not associated with a hospital. It
should be noted that a certificate of need application Is currently being reviewed
which requests authorization for a specialized hospital. Should this certificate
be granted, there will be a total of 18 hospitals In the state (exclusive of

Public Health Service and U.S. military hospitals).

Another major provider of care 1n Alaska Is Its system of public health
clinics scattered throughout the state. The 1981 proposed State Health Plan
lists unverified data Indicating that 127 clinics, either free-standing struc—
tures or existing as a part of a comnunlty center or multipurpose building, are
located throughout the state. The state has made available through the sale of
bonds approximately S3.7 million since 1973 to construct and/or equip clinics In

some 38 locations.



Other health care facilities defined by the revenue sharing act Include
(of which there isflai in the state), MBMttpiHHMMISSMti
which there are”P*in the state according to the 1981 proposed State
Health Plan), are
at leastHMMttiiBHVhich receive revenue sharing funds 1n this category),
(this capability is noted above, since
nursing homes are licensed facilities). In addition, a nurfcer of

receive revenue sharing funds.

Current Status of the Hospital and Health Facility Revenue Sharing Program
The hospital and health facility revenue sharing program was modified during
theOMPLegislative session totHMriiMaaitiMitaHiHriBiBjMaMiHIairiMar
(and not to other health facilities). Currently!
(Fairbanks Memorial and Providence Hospital and Alaska Hospital and Medical
Center InA nc h or ageATttachment |, based on
data provided by the Department of Community and Regional Affairs, indicates

where and In what amounts revenue sharing dollars were distributed in 1980.

Further Changes in the Health Facility Revenue Sharing Program

The health facility revenue sharing program, which was originated to relieve
health facilities of financial strains placed on them because of uncollected
debts, has undergone changes in support levels and perhaps in Its philosophy
since It was established In 1971. There have been efforts to Increase the minimum
amounts ava”™able 1n recent legislative sessions. There iIs also some Interest

in tying requirements for specific types of services to the receipt of revenue
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sharing funds. It has been suggested, for example, that community hospitals
willing to designate psychiatric care beds should receive a revenue sharing
Incentive for this deslgnat*on. Such an Incentive could relieve the overcrowded
situation at the Alaska Psychiatric Institute and perhaps avert the need for
constructing other psychlc®,ric hospitals 1n the state. Yet another Interest
expressed 1s In restoring the availability of construction funds to facilities

other than hospitals.

DHSS Approach In Developing Report

Recognizing the significant scope of work this report suggests, staff re—
viewed existing data and accelerated their schedule of Inventories for rural
hospitals. The revenue sharing program was discussed with staff In the Department
of Community and Regional Affairs, the current program administrators. Input
was requested as well from recipients of the revenue sharing funds - municipa—
lities, hospitals and other health facilities (see Attachment 2). Several dis—
cussions were held with hospital administrators to gain further Information
regarding the Impact of hospital revenue sharing on health care services. Infor—
mation on current facility status was derived from the 1981 proposed State Health
Plan, from reports of deficiencies resulting from annual licensure and certification
surveys and from on-slte review of the physical plant for architectural condition
of hospitals. The Inventories focused on the more rural hospitals, and thc.»e
facilities identified 1n the proposed State Health Plan as needing Inwedlate
attention

were Inventoried first. Other rural hospitals with the exception

of those at Kodiak and Valdez have been Inventoried; the larger, more metropolitan

hospitals have not yet been Inventoried.

Page 3



A Review of Current Programs of State Ai - for Hospital and Health Facility

Construction and Operation

There are three major sources of state aid for hospital and health facility

construction and operation in Alaska, as follows:

1) the current bill provides operation and/or construc—
tion support to non-federal, non-state health care facilities. Funds
are made available on the basis of facility size (number of beds) and

a minimum amount Is available per facility.

provide financing through the Issuance o f ~ M M M 1 for non—
profit facilities to finance capital projects. One major project has
been financed to date — Fairbanks Memorial Hospital In the amount of
approximately $12 million. Alaska Hospital and Medical Center 1n
Anchorage 1s currently working with the Authority to determine the
viability of this funding approach to assist them with refinancing
their facility and possibly acquiring the adjacent Professional Office

Building.

The Medical Facilities Authority is an excellent source of funds for
those private non-profit facilities which generate sufficient revenues
eventually to repay the loans. However, In communities such as Palmer,

and Glenallen where there is little possibility that hospital income
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would be sufficient for operational costs as well as loan repayment,
the Authority as it 1s presently structured is not a viable financing

option.

X)) (through the sale of bonds or from general
funds to support projects) Is the final source of state support for
health care facility construction and operation. Since 1973, some
$17,882,671 (exclisive of Hill-Burton matching funds) has been made
available through the sale of bonds to support 38 clinic construction
projects and 12 hospital or other health facility construction projects.
This 1s an Important source of funds, especially for rural facilities
in more isolated areas. There are several difficulties with this
approach. The amount of funds made available 1s often not adequate

to construct an acceptable facility.

In non-hospital facility construction consideration is not always given
to the availability of water systems, sewage systems and solid waste
disposal systems, all of which are Integral to a functional clinic.
There Is no assessment of the conmunlty®s need for a clinic, what

type and size of clinic should be developed or whether Ic could be
Integrated with another community function (part of a multi-purpose

facility, for example).

Other sources of funds (a combination of state and federal funds) which have
assisted with health facility operation and construction in past years but are no

longer available Include Hill-Burton funds (Title VI of the Public Health Service
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Act), and funds under the Mental Retardation Facilities and Community Mental
Health Centers Construction Act ¢ 1963. Hospitals In Kodiak and Homer are
receiving fln«l payments under the Hill-Burton Act; no new funds will be available
under this Act. Title XVI of the Public Health Service Act authorized federal
funds to be used with state funds for health facility construction; to date, no

federal funds have been appropriated for this purpose under this title.

Considerations 1n Determining Appropriate State Support to Health Care Facilities

The State"s role In assisting in the construction and operation of health
care facilities Is an Incremental one based, presumably, on Its Interest 1n
protecting and promoting the health and well being of Its citizens. With Its
vast geographic area, climatic extremes, transportation and communication pro—
blems, there is a need for health care facilities in key places to provide at
least primary care not only to residents but to seasonal populations and visitors.
The need for these facilities 1s net necessarily related to a community"s ability

to fully support the facility.

Historically, the state has put funds Into health facility construction
and/or oneratl®”~, starting with the Hill-Burton program (established In 1947).
The State"s construction and operation of the Pioneer Home system Is further
evidence of a policy to provide health care facl ties (and Indeed health care

services) to its citizens.



While no one would suggest that the state had a responsibility for full
construction and/or operational support of all health care facilities In the
state, it is clear that many needed facilities are deteriorating and their com—
munities are not financially able to cor-ect these steadily worsening situations.
It can be argued that the state has a responsibility for ensuring access to

quality care for its citizens when other sources of assistance are non-existant.

Physical plant adequacy is annually determined, as well, by the on-site survey

for operational licensure and certification for Medicare and Medicaid reimbursement
(which applies primarily to hospitals, skilled nursing and intermediate care
facilities). Deficiencies In the facility, particularly those related to patient
life and safety, are noted and the facility is required to develop a plan of

correction to rectify the situation.

[here currently 1s]
resources have never been available to inspect current cynics, site-vlsit areas
requesting or needing clinics, or review with communities their proposed program

and design for a clinic.

Other dimensions of need, as outlined in Section 14 of Chapter 155, were
reviewed 1n preparing this report. In the area of acute care in a hospital
setting, the number of beds available to a service area can be a factor 1n deter*

mining need, since the operating cost of a facility is related to some degree
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to the physical plant area within the facility. There are national formulas and
data available indicating that generally a maximum of four (4) beds for each
1,000 people will more than adequately make care available. Alaska has overall
an average of 2.7 beds per thousand population and there are additional beds

authorized through the certificate of need process for future development.

Formulas to determine long term care and other kinds of service needs are
much less precise and are not tiH to numbers of beds required to provide accep—
table levels of service. Much more study and research on a national as well as

a local basis needs to occur In this regard.

The occupancy rate of health care facilities can be used to help determine
the need for acute care and long term care facilities. The nationally recommended
occupancy level for hospitals is 80 percent, for example. In looking at health
facility need In Alaska, however, this figure must be used cautiously. Data from
the 1981 proposed State Health Plan indicate that only one hospital - Providence
In Anchorage - had an average annual occupancy rate even approaching 80 percent
(Providence®s average was 75 percent average annual occupancy for 1980). The
fact that the Valdez Community Hospital average annual occupancy for 1980 was
only 14 percent does not necessarily indicate that that facility Is unneeded.
Geographic location, seasonal population fluctuations, and transportation are
only a few of the variables which must be considered 1n asse ".Ing occupancy.
Further, a major accident or a natural disaster could quickly fill all beds In a

smaller hospital.



The kinds and levels of services provided to determine facility need re—
quires lengthy review and analysis. This process has been underway since June
11, 1980, under the appropriateness review program being conducted by the State®s
three Health Systems Agencies and the Department. Two services will be reviewed
each six-months; end stage renal disease and cardiac catheterization have already
been reviewed by the State"s three Health Systems Agencies and other institutional
services are scheduled for review through 1983. Although rhe review process iIs
not yet complete, it is clear that there isl

meet a critical need

and to avert, if possible, the construction of additional facilities similar to

Alaska Psychiatric Hospital.

Alternatives for Making Revenue Sharing Funds Available

The Department reviewed other alternatives to the number of beds option for
making revenue sharing funds available. Some of the other options considered in—

cluded:

wealth of the community

population served (including seasonal fluctuations)
uncompensated care levels at the facilities
facility occupancy

health care services offered

While this assessment was not exhaustive In Its exploration of possibilities,

each option considered had major deficiencies, Including:

Page 9



. creating incentives for providing unnecessary care (i.e., basing a
formula on occupancy rate could induce arbitrary raising and lowering

of the occupancy rate)

e penalizing good management and rewarding poor management. By no
means iIs afacility"s financial status solely the result of manage—
ment, but establishing a formula only on the basis of a facility"s

financial status could have this spin-off effect.

e creating a complex operation to administer the program. The concept
of revenue sharing can be interpreted to be the provision of some
resources to all members in a similar class. Complex formulas In—
corporating a number of variables would inevitably require additional
staff, an audit capability, an application and a review process. This
Department interpreted that revenues for a variety of purposes were to
be made readily available to facilities through the municipal structure

with a minimum of qualifications and strings attached.

Comprehensive Program for Hospital Care and Health Care Services

t

This report focuses primarily on the assistance which could be provided for
hospital and health facility construction and operation. More intensive focus
on the state"s role In providing or assisting In *he provision of health cure
services can be found In the 1981 (proposed) State Health Plan. These 1issues as
well as financing issues are being extensively reviewed In the current Health

Care and Financing Study funded through the Department. The first phase of this



study Is scheduled for completion in December 1981 and could provide additional
Insight Into the state"s role 1n assisting municipalities 1n the provision of

hospital care and health care services.

Options for Hospital and Health Facility Operation and Construction Assistance

Access to quality health care at reasonable cost 1s the aim of Alaska®s
health care delivery systems. Access and quality are tied to the existence of
appropriate facilities which ensure an environment protective of patient life

and safety.

The type of facility most appropriate to a given area Is outlined In the
State Health Plan. This plan articulates a level of care concept Identifying
minimum facilities and services which should be avi®lable In various sized com—
munities 1n Alaska. This plan, developed 1n a public forum, guides the certificate
of need process so that needed health care facilities and services are approved;
unneeded and unnecessarily duplicative services are therefore disapproved. This
process offers a safeguard against the proliferation of hospitals and other

health facilities subject to review.

The question of the appropriate state role 1n assisting In the operation
and construction needs of existing facilities Is a complex one. This report has
noted that the state has previously had a role In establishing and/or assisting
In the support of the operation of many of these facilities. With the discon—
tinuation of federal funds which had also previously supported health care facil—

Ities, the state"s role has become less clear and 1n need of further exploration
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and definition. Regardless of the extent of the state"s role, the fact remains
that many of Alaska"™ health care facilities, whi<*h are deemed to be needed facil—
ities by virtue of the access to services they provide, are 1n need of renovation,
modernization or replacement In order to continue to make quality health care

reasonably accessible to Alaskans as well as to the maqy visitors to this state.

The options for assistance for hospital and health facility operation and
construction will be discussed separately to facilitate review and policy develop—

ment.

Hospital and Health Facility Operation

All health facilities have basic operational costs which must be supported
regardless of the volume of patients available to generate revenues. This fact

can rhaps best be seen by looking at the minimum requirements for a hospital.

Each hospital, whether rural or urban, must have the followln jaslc areas
In Its facility through which to provide health care services:
Patient care Including: gross square feet

1 Intensive care room

1 coronary care room

1 Isolation room

1 psychiatric room

1 two bed pediatric room

2 two bed acute care rooms

1 five crib nursery 5,600
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Surgical 2,400

Obstetrics 3,400
Emergency 1,100
Radiology 900
Labora’ry 400
Physical therapy 500
Dietary 1,700
Administration 1,600
Central services 400
General storage 300
Laundry 700
Haste disposal 600
Morgue 400
Outpatient 2,000

There Is a basic cost of operation for this minimum hospital which results

from staffing costs, building maintenance, and utilities.

The costs for buTdIng maintenance and utilities are almost entirely a
function of the area of the hospital. The staffing costs are directly related
to the services which are offered by the hospital and comprise the greater part
of operating costs. A certain level of minimum staffing for the functions of
medical records, dietary, maintenance, housekeeping, laundry, nursing, laboratory,
Xx-ray, etc., 1s unavoidable and must exist in order for a hospital to provide
service. Due to the low population served and thus the low levels of revenue
generated, the rural hospitals and nursing homes have difficulty In meeting
operating expenses. Many of the rural hospitals subsist only as a result of

grants from local government.

All facilities continue to experience operational cost Increases as a result
of Inflation reflected In Increased fuel costs, Increased salaries and Increased
costs of supplies. Larger "acllltles may be ah*i to offset some of theso costs
by Increased charges to patients, but this assumes a constant high occupancy
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level within a facility. Such a constant Is simply not the case in most Alaska

health facilities, and yet the basic operational costs continue to rise. Options
currently available to assist health facilities meet some of the operating costs
Include the health facility revenue sharing program and the municipal assistance

program.

The health facility revenue sharing program provides operational costs to
facilities on a regular annual basis according to the number of patient care
beds available In each facility. Funds are made available to privately owned
facilities (owned by a religious order, for example) as well as municipal facil—
ities. Thesr funds have been essential 1n the support of operational expenses
In many Alaska facilities. Current revenue sharing fund levels are not sufficient
to provide more than a portion of the operating expense of most hospitals, for
example, and this Is a key factor for «ome of the smaller, more rural hospitals
In particular. There has been an Interest In Unking the receipt of revenue
sharing funds to the provision of specifically needed services such as psychiatric

beds. This option could be further explored.

The second option for operational assistance to health facilities Is the
municipal assistance program. This option would allow municipalities to Increase
the amount of operational support to health care facilities In accordance with
local determination of need. One aspect of this option requiring further explor—
ation Is the eligibility of the six private, non-municipal hospitals and other

non municipal health facilities for such assistance.
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Hospital and Health Facility Construction

The current health facility revenue sharing program provides construction
funds (up to 25% of the costs disbursed over a five-year period) to hospitals
only. This program could be modified to provide agreater portion of construction
funds for renovation, modernization or replacementof hospitals In communities
which have an Insufficient tax base to undertake 75% or more of the costs. This
program could also be modified to provide up-front money where 1t 1s needed when
the construction begins. Yet a third modification of this program could be to
Include facilities other than hospitals as eligible for construction assistance.

A consideration for modification of this program might be to Include funds for

rlanning and design to ensure the most viable construction alternative.

Municipal assistance Is a second option for facility construction. Municipal—
ities which place their health facility needs as a high priority could support
needed appropriate construction. Again, the eligibility of non-municipal facilities

for such assistant needs to be resolved.

Bond Issues offer a third possibility for assistance with health facility

construction. Possible bond Issues include:

@ Issue byan Individual community
() Dbo,id Issue by the state for facilities In a number of conriunltles.
(©) municipal bond bank

(d) tax exempt bonds sold by the Alaska Medical Facilities Authority to
support construction In nonprofit facilities.
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Bond Issues by the state for health facility construction provide resources
to the community that do not necessarily require communityobligation or Indebted—
ness. All other bond Issues presume a tax base to support repayment and a bonding
capability for the community. Communities which may be approaching the upper

limit of bonded indebtedness would be unlikely candidates to support a h>nd issue*

Health facility construction assistarce 1s presently limited to the above
listed alternatives. The likelihood of federal assistance for which Alaska facil—
ities would be eligible ary time In the near future 1s remote. Health facility
construction need not be bound by current programs 1f It Is determined that the
state has a rle In assisting with health facility construction. The state
could, for example, establish a program of assistance for health facility construc—
tion similar to the now defunct Hill-Burton program. Such a program could Include

the following features:

e an Inventory of all existing health faclitles todetermine precisely
their structural status and need for renovation, expansion, modernization
or replacement. This process would not preclude a recommendation for
closure of facilities which are no longer providing needed appropriate

services.

e DHSS has for many years recognized the need for designated hospitals to
provide psychiatric care. AS 47.30.010(b)(1) authorizes the Commissioner
of DHSS to designate such hospitals. Alaska Psychiatric Institute 1s
currently the unly designated facility In Alaska. This facility Is now
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experiencing an occupancy rate of 114%. An effective method of pro—
viding the needed psychiatric beds Is to designate hospitals which
would dedicate certain beds for the provision of psychiatric care.
This method could, If successful, obviate the need for additional

construction and would place psychiatric care Into more areas of the

state.

e the development of a program of state assistance based on the results
of the Inventory and the current edition of the State Health Plan.
This program could incorporate an Initial planning and design component,
a community match requirement (based, perhaps, on the size of the
community) and the establishment of a representative body to review

applications and make recommendations for funding.

All the above options, singly or In combination, have the potential for
addressing the needs for heal*,, facility construction programs 1n the state.
The age and Inadequate status of many of our health facilities make It imperative
that a rational sy.tem for renovating or replacing deficient facilities be estab—
lished now to s.em the problem. Failure to establish a consistent and timely
approach can be expected to result 1n a plethora of requests from individual
communities to the Legislature — and determining which community should get
wnat level of resources iIn the absence of a total picture of the state™s needs

could become a most complex and controversial 1issue.
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APPENDIX

Attachment 1 - Printout on Distribution of Health Facility Revenue Sharing
Funds

Attachment 1l - DHSS Letter of Request for Information to recipients of revenue
sharing funds
Attachment 111 - Structural deficiencies reports:
a. Petersburg General Hospital
b. Wrangell General Hospital
c. Valley Hospital, Palmer
d. Cordova Community Hospital
e. Seward General Hospital
f. Wesleyan Nursing Home, Seward

g- Faith Hospital, Glenallen
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THE LEGISLATURE

nouim »m comttti

February 26,

Senator Charles H. Parr
Chairman
Senate Health, Education

and Social Ser/ices Committee
Pouch V
Juneau, Alaska 99811

Dear Senator Parr:

iuoir unsion
men w-uutt ofnctm m

mm tmon
nmenmsurtgwo

JUNEAU, ALASKA 9938t

1981

At the February 24, 1981 meeting, the Legislative Budget and
Audit Committee approved for release to the public the

attached audit report which may be of
Committee.

interest to your

IT you have any questions on this report, please contact our

office.

Sincerely,

Gerald L. Wilkerson, CPA
Legislative Auditor
Division of Legislative Audit

Enclosure
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PURPOSE OF THE REVIEW

In accordance with the provisions of Title 24 of the Alaska
Statutes, we conducted a review of the Department of Health
and Social Services, Division of Public Assistance, Medicaid
Budget Request Unit This component does not incluue cists
for Medicaid admins tration, or payments made to Harbor Tew

or Alaska Psychiatric Institute.
The purpose of our review was tc determine:

1. If the financial statements appearing in the State
Annual financial Report for the fiscal year enied
June 30, 1980 are fairly presented.

2. The compliance by the Department of Health and

Social Services with applicable State statutes and
regulations govarning fiscal activities.

STATE OP ALASKA -1- DIVISION OF LEGISLATIVE AUDIT



ORGANIZATION AND FUNCTION

The Medicaid program is organized under the Department of
Health and Social Services, Division of Public Assistance.

The purpose of the program is to provide health care financial
assistance under Title XIX of the Federal Social Security

Act. This Title allows medical expenses of eligible Alaskans
to be paid with federal and State funds.

All Medicaid expenditures, except those for administration,
Harborview, or Alaska Psychiatric Institute, are charged to
the Medicaid Budget Request Unit. Medicaid services include
the following:

1. Physicians®™ services.

2. Hospital care.

3. Laboratory and X-ray services.

4. Nursing home care.

5. Early and periodic screening, diagnosis, and
treatment for persons under 21.

6. In-patient and psychiatric-home care for the

mentally retarded.
7. Transportation if such services are otherwise

unavailable.

Medicaid recipients submit coupons as payment to doctors,
hospitals, and other health care organizations. The organ—
izations are reimbursed when they submit these coupons to
tho Division of Public Assistance.

*TATE OP ALASKA -2- OIVI&ION OP LEGISLATIVE AUDIT



FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

The Department of Health and Social Services (DHSS) should
strengthen 1its internal accounting controls over Medicaid
payments.

Internal controls in effect during FY"80 were not sufficient
to provide reasonable assurance that accounting records for
the Medicaid Budget Request Unit (BRU) are reliable and
accurate, and therefore we have disclaimed an opinion on the
financial statements. The major findings that led us to

this decision are discussed below, along with recommendations
where applicable

A.  Over 50% of the FY"80 Medicaid BRU expenditures
were"charged to the Nursing Home component. DHSS
did not perform or contract audits adequate to
ensure that billed costs were accurate and/or
allowablc.

DHSS should continue its efforts to increase audit
Staff, and should provide the training needed to
properly audit long-term care facilities once
staff i1s on board. Further, it should make every
effort to audit FY"80 and futtre cost reports, or
contract with a reliable firm to provide this
service

B. DHSS implemented a new claims processing system, in
January 1980. Approximately the first 35,000
claims are being reprocessed because they include
iters that were 1incorreclty paid or recorded.
Reprocessing was not completed prior to preparation
of the FY"80 financial statments or at the time of
our audit.

C. Controls during FY"80 were not sufficient to
ensure that claims processed through Computer
Sciences Corpor tion (CSC) were in fact paid. In
particular, DHSS did not reconcile tho expenditures
charged to and tho warrants written by tho State
accounting system (PRA) against the payment tape
supplied by CSC. This 1s an ongoing reconciliation
that must bo performed each time a payment tape 1is
processed through PBA.

HTATC OF ALASKA ~ OIVISION OF LEGISLATIVE AUDIT



D. Claims received without Medicaid coupons attached
were not adequately controlled and accounted for.
Even when these claims had been checked for
eligibility, they were sometimes processed fox
payment without adequate proof that this determi—
nation had been made.

DHSS now requires that claims checked for eligih xity
be stamped and initialed by the person making tne
determination. In addition, systems changes have
been planned that would provide greater control

over invoices from the time of receipt. We recom—
mend that DHSS implcncnt these changes as soon as
possible.

E. Controls during FY"80 were not adequate to.prevent
duplicate payments. Controls were significantly
enhanced with the introduction in late FY"80 of a
duplicate odit report for clains processed through
CSC. This edit is limited, however, because CSC"s
history fils is incomplete (see Recommendation No.

In addition, DHSS has agreed to make advance
payments to certain providers for unresolved FY"8*1
claims. This was a policy decision and i1s intondod
to ease cash flow problems that may be caused by
the State®"s untimely paymont of medical bills. It
shorld be noted, however, that duplicate payments
will 1nevitably result, and DHSS will yet again be
faced with a major adjustment and reconciliation
process.

Recommendation No. 2

DHSS should place greater emphasis on third party 1liahility
identification and rccovcrycifforts”

Federal regulations 12 CFR <.13.135 specify that federal

Medicaid financial participation is not available if a state
does not have an adequate third party liability (TPL) 1identi—
fication and recovery program. In response to these regulations,
DHSS requested that we review tho Department®s current TPL
program and make recommendations for improvement. Our major
findings and recommendations follow:

A. The best source of TrL information 1is the applicant.
We found, however, that application forms for some
of the tniblic assistance programs do not ask tho
right kii.d of question® and, further, that eligibility
workers a ;e not trained to recognize potential TPL
resources.
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Accordingly# we recommend: ((LIJyDHSS should review
the infor3$tion needs of the various programs
affected - Collectionst Aid to Families with
Dependent Children (AFDC) and Child Support
Enforcement Agency (CSEA)# Adult Public Assistance#
Food Stamps, etc.; (2) forms should be revised to
accumulate all necessary information without undue
duplication of paperwork; (3) eligibility workers
should be made aware of the importance of TPL
resources and trained to recognize them; (4)
Medicaid manuals# which include information and
regulations applciable to TPL# should be distributed
to eligibility workers and other appropriate
personnel.

B. DHSS employs a one letter mmresource code" to
record TPL information. For example# "A"™ designates
Blue Cross# "D" designates Commercial Insurance/
Hospital# and "P?”designates U.S. Public Health
(Alaska Native Health). The resource code 1s very
important because it tel Is the provider whether a
third party must bo billed prior Medicaid and
is the basis for certain TPL and control edits.

The codes arc too limited, however. Assume# for
example# that an applicant is qualified for and is
coded as U.S. Public Health (P)# but that he or
she also has commercial insurance. Unless the
provider learns of the insurance and then volunteers
that information to the Stato# DHSS will process
the applicant™8 claims as though no other third
party resource exists. If either the provider or
the applicant also bills and recovers from tho
insurance company# DHSS probably will not detect
it.

DIISS should corroct this systems problem by
expanding or modifying 1its codes to aTTow the
recognition of more than one TPL resource.

C. Tiauraa or accident claims have a high potential
for TPL rocovory because they often involve another
party who might be legally liable for medical,
bills. During 1970# DHSS manually ocrocned for
trauma claims and forwarded copies to the Collections
office iIn Anchorage for further research. When
thin practice wan discontinued in early 1980, TPL
collections dropped and Collections lost one of
its major tools for identifying potential TPL
rocovory.
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It would not be practical to re-implement the
manual screen for trauma claims. However, we
recommend that CSC generate monthly or quarterly
listings of these claims. This will at least
provide a basis for determining that potential
recoveries exist.

D. Most of Alaska"s (hF"CJcases are coded as having no
third party resources. However, experience from
other states has shown that the AFDC recipient may_
not know or want to tell about rasources”avallable
through the absent parent,

To determine whether these resources exist, however,
it 1s necessary to start with the agency_wo_rking
with the absent parent - in this case, ICSB&% and
work backwards. This is because CSEA 1is more
likely to have the kind of information necessary

to cost-effectively identify TPL resources. For
example: Parents currently making support payments
are more apt to be employed, and parents who aro
employed are more apt to have insurance that

covers the spouse®s or children®s medical bills.
CSEA can 1identify persons making support payments;
DHSS cannot.

We recommend that CSEA nHs.g -unrk together on
TPL 1dentification and recovery for AFDC rases.
An ngr*tfPIHnt Hhould be developed that ouTlinen
each agency®"s responsibilities with regard to
administration, investigation, and enforcement.
Thereafter, cases with high TPL potential should
be iInvestigated, resource codes updated, and
payment recovery procedures begun.

E. Alaska®s medical assistance statutes do not include
.a”subrogatloa._pruvifiiQn empowering the State to
recover directly 1iron third parties, nor does DIISS®

request or require tho* nl 1.JScdiiail..a?i;;uln«-._
appllcantd ylgn an "assignment of honefita* form.

This complicates tho process and sometimes negates
the cost benefit of seeking reimbursement for
nodical assistance payments.

Wo recommend that DIISS work with the Attorney

N General™s oftico to draft and then submit a
subrogation statute for all medical assistance
payments. Wc also suggest that tho Department
work closely with its Collections manager in this
regard, an he has done considerable work in thin
aroa over the last two yearn.
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In summary, we found that the Departmentl« gITPftrt of its

TPL program has been minimal. For example, the above
Recommendations are not new - they have been proposed both

by federal Medicaid reviewers and even in a formal report
prepared by the DHSS employee responsible for TPL collections.
In addition, thei* is a wealth of TPL literature available.

It is tine that DHSS gave serious thought as to whether it
wants a TPL program that is an integral part of sound fiscal
control, or whether it should continue to expend the minimal
resources necessary to comply with federal regulations.

Recommendation No. 3

DHSS should data capture all payments onto its medical
history file. Medical history file reports should be sorted
and formatted to better meet users®" needs.

Claims procossed through CSC arc data captured onto a medical
history file. This data is potontially useful to many DHSS
offices such as Quality Control, Audit, Collections, Fraud
Investigations, Medical Claims, and Public Assistance
Administration. We have noted two problems with the
medical history file, however . (first?_It is incomplete!

<M j»econg?yreports generated from the file are not adequate to
mc7*TN'TTIo various users* needs.

A.  The medical history file is incomplete because:

1) Tho medical data on hfind-vnitrhnn_.il payments is not
captured.. This includes payments to out-of-state
providers, nursing homes, dental claims, and many
claims that were hand processed prior to imple—
mentation of the CSC system in January 1980.

2) When tho CSC system was introduced._systops and
control problems wore extensive. For example, the
history file shows payments that were never actually
processed; conversely, payments that were processed
were erroneously deleted. The extent of these
problems 1is unknown.

3) Previous to July 27, 1979, DHSS had an In-houac.
medical claims system. The history fiTcT~produced
under thal system wan also 1inaccurate. In fact,
"the system 1is refdFPdd M Uy H3»My DFinfTdtaff as
tho "black hole"™ because invoices would enter and
then dlInapfioar.

DHSS is making efforts to clean up old claims processed

through CSC and to improve controls over data currently
captured in the medical history file. To fully utilise
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the f£ile, however, i1t must be complete. Therefore, we
recommend that hand-vouchered payments also be data
captured.

B. However, a complete and accurate medical history file

iIs of little value 1f data 1is not sorted and formatted

to meet users* needs. The most frequent complaint we
"luirt in this respect is that there is »0 patien”t

profile report - 1e., a listing of medical history data

by patient name or case number. This not only inconveniences
many offices, 1t prevents several from doing their jobs
effectively. For example:

1) Quality Control (QC) 1is required to sample eligibility
rolls and review payments made on recipients”
behalf. QC was unable to do this during FY®"80
because 1t could not get patient payment histories.
A run was finally received in the Fall of FY"81 to
cover the testing period October 1, 1979 - March 31,
1980, but i1t had insufficient detail for QC to
efficiently conduct i1ts review. *

2) Collections is responsible for recovering noneys
paid by the State for medical claims that were
also paid by or chargeable to some other resource.
Because Collections has been unable to access the
medical history file for patient payment data, it
has had to derive this vital information from

other sources (lawyers, providers, etc.). It is
inefficient, error prone, and embarrassing to have
to ri.sk how -iam-h money State has pa i d . t

the State can thon demand it back.

3) The Fraud Investigations unit 1is similarly handicapped
when 1t comes to assessing the dollar impact of a
crime, or whether fraud has indeed occurred. Also,
tho lack of a complete medical history file is one
of the roadblocks to the establishment of a
mcertified” Medicaid fraud control unit that would
be cliqgible for 90% federal funding.

There arc many other ways in which available information
can be accessed to create usable information. \Wc

stress tho need for DHSS to wod more closely with all
uoors about the format and content of reportu they

need, and we make tho following recommendations:
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1} Patient prof-n<»g ahnni.d be produced at least
quarterly. Quarterly provider profiles should
continue to be produced.

2) Other listings of data sorted or selected on the
basis of specified fields (invoice date, diagnosis
code, etc.) should be produced on an as need
basis.

3) Reports requiring more sophisticated data manipulation
should be evaluated to determine whether they are
integral to an office"s operations and are cost
effective. Management®s decision whether to
devote programming, computer, and financial resources
should be based accordingly.

Recommendation Ho. 4
Alaska should reconsider the "buy-in" option for Medicare.

Alaska i1s one of the few states that docs not purchase

Medicare coverage (ie., "buy-in") for eligible public assistance
recipients. This is the result of a decision made many

years ago. The State subsequently reconsidered its decision

but was told that the option is no longer available. The

matter was actively pursued until 1976 but was then more or

less dropped.

We believe that the i1ssue of whether the State could and
should purchase Medicare coverage deserves reconsideration.
The legal issues involved have always been subject to debate
and are still so. Moreover, the organizational and personnel
makeup of the U.S. Department of Health and Human Services
(formerly Health, Education and Welfare) has changed con—
siderably since 1976, and that agency may be nore receptive
to the State"s case. Finally, we have no precise figures,
but all 1indications arc that the benefits of a buv-in option
would outweigh tho co3ts, and that the benefits wouTt) increase
over tine.

Recommendation No. )

DHSS should encourage pro*1dem to become Medicare eligible.
Medicare, in addition to requiring that individuals be
eligible foi the program and pay the applicable premiums,

also requires that tho nodical services be performed by
Medicare certified providers. Many nursing homos 1in tho
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State do not meet this criteria. As a result, the State

Medicaid and General Relief Medicine programs pay for care,
"that Medicare would cover.

We believe that the State should make a substantial effort
to have providers hemmp Modi rare certified and thereby]
shift the cost of some nursing home care to Medicare. This
would be additionally beneficial in that Medicare certified
nursing homes have greater review procedures which would
benefit recipients and the State.
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November 3, 1980

Members of the
Legislative Budget and Audit Committee:

We have examined the Statement of Revenues - Budgeted and
Actual and the Statement of Expenditures and Encumbrances
Compared with Appropriations for the Department of Health
and Social Services, Medicaid Budget Request Unit, for the
Fiscal Year ended June 30, 1980. As part of our examination,
we made a study and evaluation of the agency"s system of
internal accounting control to the extent we considered
necessary to evaluate the system as required by generally
accepted auditing standards. The purpose of our review was
to determine the nature, timing, and extent of auditing
procedures necessary for expressing an opinion on the financial
statements and would not necessarily disclose all weaknesses
In the agency"s internal accounting controls.

However, our study and evaluations disclosed the following
conditions:

1. Over 50% of the FY"80 Medicaid Budget Request Unit
expenditures were charged to the Nursing Home
component. The Department did not perform or
contract audits adequate to ensure that billed
costs were accurate and/or allowable.

2. The agency 1implemented a now claims processing
system 1in January 1980. Approximately the first
35,000 claims are being reprocessed because they
include items that were 1incorrectly paid or recorded.
Reprocessing was not completed prior to preparation
of the FY"80 financial rtatemcnts.

3. Reviews done by the agency®"s Quality Control
section did not adequately test FY"80 Medicaid
payments.

4. Approximately 7,000-10,000 invoices were paid at
a flat percentage and then later adjudicated and
adjusted. Many of these 1invoicos wore charged to
the wrong fiscal year.



5. Claims received without Medicaid coupons attached
were not adequately controlled and accounted £for.
Even when these claims had been checked for eligi—
bility, they were sometimes processed for payment
without adequate proof that this determination had

been made.

6. Controls during FY"80 were not adequate to prevent
duplicate payments or to ensure that processed
claims were in fact paid.

7. There 1s no complete medical history file. Further—
more, information that is available is not sorted
and formatted in a way that facilitates quality
control, fraud investigation, or audit efforts.

In addition, we requested that management furnish us a

letter acknowledging responsibility for the financial records
and making certain representations regarding the accuracy

and completeness of those records. The Department concluded
that such a letter would be inappropriate.

As described above, the internal control procedures followed
by the Department were not adequate to assure the accuracy of
the financial statements, and i1t was not practicable to
attempt to satisfy ourselves by use of extended auditing
procedures.

Accordingly, we cannot and do not express an opinion on the
financial statements referred to in the first paragraph.

Gerald L. Wilkerson, CPA
Legislative Auditor
Division of Legislative Audit
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omanier g R S
S
the Fiscal Year Ended June
Fei\r/]'aaled
Classification Buaget
Restricted Revenue
Federal Grants-In-Ald
Social Services
H%g \)/(IX $21,234,5_%9
Tt>tal Social Services 21,234,500
Health
Federal Projects
TOtal Federal Qrants-In-Ald 21,234,500

Interagency Receipts
Health and Social Services 3,347
Other Restricted Receipts

Reimbursement_and
Iteaovery - Prior Year

TOtal Restricted Revenue 21,237,847
TOtal ftodicald BRU restricted
and RestrlactedB Hevenue $21.237.147

(Note j)

ikv Aull orﬁ Disclaimer o

f Opinion and Acroipaj yin
NtXes to t b paj ying

e Flnanma‘ Statement.

Actual

$16,054,431
314

16,054,745

60,259
16,115,004

32,321
16,147,325

$16,147,325

$(5,180,069)
314

(5,179,755)

60,259
(5,119,436)

<3>HT)

32,321
(5.090.522)

$(5,090.522)



Budget Category
Health Category
Medicaid

total Medicaid Budget Request Uhit

Dy Cbjoct
Personal Services
ravel and ovmg
ontractual Services
Assistance Grants and Benefits

total By Object

Source of Finds

Ai roor|at|on Act, cn, 80, SIA 1979
SBcncnta A>pro riation (Ch. 50,

alary ncreases
miotl Source of Finds

Six* Aialltor®s Disclainor of Opinion and Aeaorpanying
Notes to tho Financial Statenont.

DEPARTM F HEALTH IAL_SERVICES
DIVIEg\II QF PUBLIC ASgl cfA E

MEDICAID BUDGET UE§T UNIT No N)

ST, T A, s

For the N}-Piscal Year Enged June % 1960
1979 - 1980 gomfgmugﬁt%ns .
Budget Act ReV|S|ons Autﬁmrizations Expenditures
$33,266,700 $ 2,464,695 $35,731,395 $23,887,210
$33,266,700 $ 2,464,695 $35,731,395 $23,887,210
$ -0- 6,695 $ 6,69 $ -0-

-0- -0- -0- <,

4 1 i) e
33,266,700 2,458,000 35,724,700 23.834.963
$33,266,700
General Federal Inter- Intra Federal )
Fird Peceipts Agency Receipts Revenue Sharing
$ 3,882,300  $20,005,600 $ 9,378,800

-0- -0-
it T
$ 5,114,748 $21,234,500 3,347 $ 9,378,800

Encurbrances
a% Close
ot Year

$7,210,540
$7,210,540

motals
$33,266,700

gl

$35,731,395

Unencuttered Balance*

lapsed

$4,437,560
$4,437,560
R
-0-

-0-
4.437.560
$4,437.560



STATE OF ALASKA
DEPARTMENT OF HEALTH AND SOCIAL SERVICES
DIVISION OF PUBLIC ASSISTANCE
MEDICAID BUDGET REQUEST UNIT
NOTES TO THE FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies
Alaska Statute 37.05.150 requires the State of Alaska to
conform to generally accepted accounting principles. The
following 1is a summary of the significant policies applicable
to the Department of Health and Social Services.

Bases of Accounting. The accrual basis of accounting 1is
followed, with minor exceptions. The General Fund utilizes
the modified accrual basis of accounting. Modifications 1in
such method from the accrual basis and modifications used by
the Department are as follows:

1. Revenues are recorded as received in casa except for:

(a) Revenues susceptible to accrual.

(b) Material revenues that ate not received at the
normal time of receipt.

2. Expenditures are recorded on accrual basis except for:

(a) Certain types of expenses which are considered
expenditures at time of purchase:

(&) Inventory type itenms.

(2) Prepaid expenses, such as insurance.

(3) Interest on long-term debts.

(b) Encumbrances which represent:

(1) Valid obligations accrued at June 30, 1980
and paid during tho July-A iqust reappro—
priation period.

(2) Purchase ordci and contract commitments at

Juno 30, 1980 which were recorded by August 31,
1900.
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Note 2

The Medicaid Budget Request Unit (BRU) does not include all

the costs of the Medicaid prograr In general, the Medicaid

BRU only includes payments to_,providers for medical services.

It does not include payments -0 Harborview or Alaska Psychiatric
Institute, which are State institutions, nor does it include

the administrative costs of the Medicaid program. These

costs are also funded in part by the federal Medicaid program
and are accounted for 1in other BRU"s within the Department.

Note 3

$9,37>,800 of the expenditures -eported in the financial
statements are offset by Federal Revenue Sharing receipts
budgeted to the Medicaid BRU but not reflected in that
prog aro"s accounts. Instead, these receipts were credited
to the Federal Revenue Sharing Fund (1128), and general
ledger transfers were periodically made to "replenish™ the
General ""und for Medicaid expenditures.

Note 4

These? funds were appropriated in Ch. 50, SLA 1980, Sect. 70,
for the fiscal year ending June 30, 1980, while another
section of that act authorizes their use until June 30,

1981. No conflict arose, however, because the agency allowed
the funds to lapse on June 30, 1980.

Note 5

At the completion of our audit, there wore eight unresolved
federal compliance issues that had been identified by

fedoral Medicaid Bureau reviewers. Most issues wero procedural
in nature and wore not associated with specific dollar

amounts. IT not resolved satisfactorily, however, they

could affect the funding or operation of Alaska®s Medicaid
program.
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DEPT.OF HEALTH AMD SOCIAL SERVICES SU Su .alaska xbh
OFFICEOF THECO M M ISSIO M ER noM: 465-3030

February 24, 1981

Gerald L. Wilkerson, C.P.A. RECETIVETD
Legislative Audit Division

Pouch W

Juneau, Alaska 99811 FEB 94 M 1

UBTiIl SKAYittE

Re: Review of Medicaid, Division of Public Assistance
"AUDI®

Dear Mr. Wilkerson:

Although a few areas of disagreement exis;, the findings cited in your
report are generally accurate and reflect a fair assessment of the
problems incurred by the new Medicaid system during its early month* of
operation. Initial start-up problems were expected as the Department
had to design and install a new system within this same time frame. The
implementation effort for a new system of this scope and complexity
would normally evolve over a period of 12 to 24 months. Unfortunately,
the Department®s old Medicaid system had already collapsed and the
Department simply did not enjoy the normal lead time for system re—
placement.

The current claims processing system is working with regularity and
vendors arc being paid within liveable time frames. We are still fine-
tuning the system however, and new problems do arise from time to time.
To graphically indicate the improvement in the claims processing system,
we have attached a graph that shows how the claims payment time has
diminished.

The Department®s specific remarks to each of the specific audit findings
and recommendations are as follows:

R1-0QH4ENDATION NO. 1
\/\. Audits of long-Term Care Facilities Inadequate:

".e concur with this finding,.. Contact with Region X federal
officials indicates that a iuml>er of states have experienced
difficulty with Blue Cr *ss contract audits. The Department of
Health and Social Scrvi as is currently reciting nationwide to
obtain needed audit staff, livery cffor* will be made to provide
comprchensive-j rofossional audits of io.ig-term care facilities.

It lirrors in First 35.M0 Invoices Processed Through New System:

Ms mentioned above, problems were experienced with the first 35,00)
invoices processed by the system. Foreseeing the possibility of
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such problems, the Department maintained a second complete set of
these invoices for reconciliation purposes. This reconciliation is
complete as of this writing. All claims have been accounted for,
and have Deen paid-

C. Lack of Controls in Claims Processing System:

We disagree some with this finding in that DHSS did identify claims
rejected by the PRA system. However, C.S.C. failed to take pre—
scribed actions to delete these claims from the history file then
reprocess them for payment. DHSS did fail to monitor this process
adequately, a control is now in place.

D. Lack of control over claims received without Medicaid coupons:

The auditors are correct that 25% of all claims are received by the
Department without supporting Medicaid coupons. This requires
these claims to be separated from all other claims, at the time of
receipt, for purposes of eligibility research. The Department has
not maintained manual logs for claims in this status simply because
it was not possible to do so with the staff resources available to
the PcpartJik.. In fact, it is still out of the question. However,
the Department did take measures to bring these claims into a more
controlled environment. On October 1, 1980 CSC implemented rc-
k(rting of all claims (paid, denied, and suspended) on a regular

sis to each provider. This marks a significant milestone in
Medicaid processing in Alaska as such reporting never occurred
before. This system change pernits CSC systems to notify medical
providers of all claims pend;ng an eligibility check so that they
know the claims were receivct and are in process. This improvement
will alert che Department to any claims which might be misplaced
during the manual eligibility verification process.

E. Controls _to prevent duplicate payments were not in effect during
much of

Given the compressed time frame within which the Department was
forced to implement this system and restore Medicaid claims pro-
cessing, the Department's primary concern was to make payment on a
five month backlog of bills. It became apparent early in the CSC
syste.i that the duplicate check subsystem was not functioning
properly. Rather than discontinue claims processing entirely, the
Department chose to discontinue the duplicate check activity for a
temliorary period. Duplicate checking was reinitiated several
months later and has continued uninterrupted since that time
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RECOMMENDATION NO. 2
Third party liability program Improvements:

_Approximately one year ago DPA Introduced a_ combined appli-
cation for food stamps and AFDC which collects information on
third party medical resources for all AFDC aﬁphcants. However,
the APA and medical assistance applications have not bee revised
in the same manner and therefore does not provide the same quality or
amount of Informa tion. This is particularly a problem in the case of
non-Instltutionallned APA cases. The new Medicald staff manual with
provider direclions on Identification of third party resources in a
manner not previously avallabl e to field staff. The APA and noncash
assistance applications wll be revised to conform~to the Food Stamn-AFDC
application at a future* d/iie.

B.  The BAF manual provides instructions to field staff on the proper
coding to create a record of eligibility for cash and medical assistance
qrograms. Section 7002.2, items 24a and 24b were revised in November,
979 to clarify what the medical eligibility and resource code means and
how they are to be used. Because of the limitations of the present eli-
?|b|llty system used by DPA, the Office of Information Systems has in-
ormed "us that they aré unable to make any changes to thé system. The
revised RAF manual” was_an atempt to csrtall the problem until a new
eligibility system is installed. A new eligibility system la currently
being devéloped via a consultant..

c. csc is at this time sendin(t; monthly listings of all claims paid on
which a trauma code was indicated. The?]/ have 7aent a similar report
covering the period from July 1979 to the present.

. We are aware of the potential that-CSP.A offers sa a source ol
information on medical resources, and plan to pursue ft at a latqr,
date. However the lack of ataff to Perform existing program functions
it impossible for DPA to undertake the negotiationS and Plannmg
necessary to develop an agreement between the two agencies in

future.

subnfﬁ%gfs
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RECOMMENDATION NO. 3

he near
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ed. \I(\’/e agree that agsu rogation Taw 1S a vita_? ar o?_a
covery progrim.and. plans claII for reconsideration of this
g the  next”legislative cycle*

A.  There is no complete medical history file |
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*We disagree with this findin
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Because the State did not contract with CSC for payment of all medical
claims, some claims paid by the State are not Included In the CSC data
history file. As the CSC payment systems Is scheduled for replacement
In earl; 1982 the Department has to live wrth this situation until
then. A major chan%e to the CSC s¥stem at this stage of Its life
expectancy would not be cost-effective

B. Reports from history files do not meet user needs;

([; at this time. The user reports have been
Implemented for Quality Control, Collections, Fraud Investigation as
well as various management reports that provide minimal but at least
some assistance.

RECOMMENDATION MO. A

A. The "buy-In" period has Just been reopened with the passages of
P.L. 96-599. The Dapgffnt Intends to make a decision on this Issue

RF.COMMKNDAION NO. 5

A We strongly agree with your re' aendatlon. In fact, the Department
has Introducéd” State Medrcard regulations, In Augus 1979 which required
all skilled Nursrng Facilities prartrcrpatrng drcard to also
participate _in Medicare. (See TAACA3.170(I)(A ) This wan done to
Increase third party recerpts from Medicare and thereoy reduce coats
assessed to Me |ca|d for nursing home care. It was also done to try to
assure that SNF beds are available In Alaska to non-Medlcald individuals
with Medicare coverage, rather than bern% forced to remain In hospitals
at a considerably additional expense or having to leave the state for
tho services. It should be noted that only six of the state*, tere
nursing homes may. receive Medlcarre rermbursement since Medicare
coverage Is restricted to facilities offerrng[ sk ||Ie nursing care
proven extremely

(SNFO). Additionally, Medicare rermbursemen

difficult for the nursing hoses to recover for seemrn ly eligible” snr
patients. Nakoyta has ﬁut considerable effort Into I{s” Medicare
collections effort and has earned less than 52 of their overall revenue
from this source Alaska la not alone In thrs re ard. In P.L. 97-A99,
C gr $S re%urre the Secretary of Health and uman gervrces to look
one yehaer question of requiring” dual participation and report back within

nu Kirm
Commissioner



*Y 80
CcSsC ANALYSIS P~A~CIAWS PROCESSING

DATE OF SERVICE-TO-DATE OF RECEIPT-TO-DATE OF ADJUDICATION

AVERAGE JULY 1 AUGI SEPT 1 OCT I NOV I DEC I JAN I FEB I HR I AP I MAY 1 JUNE
# OF CLAIMS 5331 6570 7232 10974 10519 9291 11141 11768 12387 12698 12195 10894
DATE UF SERVICE

<70
DATE OF RECEIPT 150 136 125 109 95 100 97 79 71 66 57 54
DATE RECENT '

TO ' SR
DATE OF ADJUDICATION 100 79 71 67 45 28 26 28 31 34 "45 31:
DATE"OF SEMCT" ~1i

TO

DATE OF ADJUDICATION 2057 194 173 141 123 124 113 107 101 99 102 85 7



HEALTH CARE FINANCING AMENDMENTS OF 1981 - MEDICAID

1. Limit Federal contributions to Medicaid to $16.4 billion ($100
million less than 1981) allowed to rise with the rate of inflation as
measured by the GNP inflator.

2. All Federal requirements for eligibility and benefits for the
Medically Needy are eliminated.

3. End AFDC coverage for the 18-20 year olds. Also eliminate the
requirements for medicaid coverage to continue four months after AFDC
termination.

4. Repeal "freedom of choice” requirements that beneficiaries can choose
their own providers.

5. Eliminate Federal requirements for the amount and methods of
reimbursement of providers.

6. Eliminate specific methods of utilization and control, effective PSROs
will be funded until 1983. States will establish their own requirements
and contract for review.

7. Permit coverage of approved non-medical coverage to prevent insti—
tutionalization.

8. The Secretary will provide waivers to states for other provisions:

a. That all provisions be in effect state-wide.

b. Cooperative agreements with state health and Vocational
Rehabilitation.

C. Requirements for review of nursing home patients.
Licensing of nirsing home administrators.

e. Prohibitions of co-payments by the categorically needy
for outpatient hospital and emergency room services.

f. Requirements which prevent states from sharing savings
wit * recipients of cost effective care.

9. Repeal Early Periodic Screening notification of AFDC children.



10. Eligibility of non-U.S. citizens take in the income of their sponsors

11. Civil penalties to punish fraud, providers will be fined up to
$2,000 and twice the amount of the fraudulent claim.

12. Higher Federal matching for automated eligibility systems. Match
state expenditures 90% for system development and 7b% for operation.

13. Immediate return of Federal "disallow™ funds pending appeal of

state claim.



AFDC ADMINISTRATION PROPOSALS FOR 1982

the

10.

Income ceiling at 150% of state standard of need.

Dependent children defined to the age of 18.

No AFDC to workers on strike.

AFDC to pregnant women only in the third trimester.

Standardize allowable resources.

Count lump-sum income onlyin the month received.

Count income of step-parents and other unrelated adults
home.

Count sponsor®s income for aliens.

Consider food stamps and housing subsidies as income.

living in

Standardize work related income( $75/mo.) and child care($50/mo.)
"Income Disregard””’of $30 ¢ one third discontinues after 4 months of

employment.

11.

12.

Sta.es required to establish community work experience programs:

a. Age 16-65 unless 1in high school, disabled or caring

for small children.

b. divide family AFDC ¢ Food Stamps by minimum wage tc

determine the number of hours required to work.

c. Those attending college required to meet work requirements.

Improve Administrationi

a. Prompt correction of over/under payments.

b. eliminate payments under $10.

c. Liens on AFDC homes.

d. AFDC payments based on previous month.

e. More vendor payments for AFDC.

f. Information access to government agencies on AFDC cases.
g- Establish Government recipient information systenm

h* State trainina matoh %na



ADMINISTRATIVE PROPOSALS FOR LEGISLATIVE CHANGES TO TITLE Il (CSEA)
1. CSEA collects alimony and child support payments.

2. The IRS will collect alimony and child support payments from
administrative orders.

3. Repeal bankruptcy declaration to avoid the payment of child support.
4. Charge 10% of support cdllected for administrative costs.

5. Federal payments to states for AFDC reduced from 15% to 7>sk%.



Document* /JIf-T/

May 6, 1981

The Honorable Charles Parr
Alaska State Senate

Pouch V, State Capitol
Juneau, AK 99811

Dear Senator Parr:

Recently you requested information regarding the status of Delta Dental"s
Medicaid contract with this Department. Our Director of the Division of
Public Assistance has prepared a short briefing paper on this issue which
we thought would be of interest to you.

IT you have further questions, please do not hesitate to contact me at

465-3030 or Rod Betit, the Director of Division of Public Assistance at
465-3347.

Ccimiisaioner

Kncloaurc



The Department of Health and Soc al Services currently has a Medicaid/GR
Medical Claims processing system wherein responsibility is shared between
three parties:

* Ccnputer Science Corporation of Sacramento, California
* Delta Dnntal Plan of Anchorage, Alaska
* Alaska Division of Public Assistance

Currently, Delta Dental processes all dental billings sutmitted to the
Department®s Medicaid and General Relief Medical programs while all other
types of claims are processed by Computer Science Corporation (CSC) and
the Division of Public Assistance. This current system was designed as
an interim solution to claims processing until such time that the Depart—
ment could develop and install a more efficient claims system for the

long term. The Department is presently nearing completion of the general
design for this permanent claims system, scheduled for actual inplemen-
tation in October 1982.

One of the issues facing the Department relative to design of this per—
manent system was whether to consolidate all claims processing under one
contractor, or to continue processing dental claims unci r separate contract
beginning in October 1982. Under either approach the contracts will be
awarded on a ccmpetitive basis and will require state as wall as federal
approval of the procurement procedures used.

The Deportment has decided to release twn Retjuest for Proposals (RFT),
one for design of a permanent claims processing system for all claims
except dental, and one solely for processing of dental claims as iB
currently tho arrangement with Delta Dental of Alaska.

Although this abroach will permit I>?Ita Dental to ocrpete effectively
for continued processing of dental claims for Medicaid and General
Relief Medical beneficiaries afUu October 1982, it by no means guaran—
tees that. Delta Dental will ultimately be selected as the dental claim
vendor. This decision will be made based on which vondor subnits the
lowest price for an acceptable systtm. It is fully exptctad that Delta
Dental of? Alaska will bo competing for this contract against seme of the
largest private firms in the business including Computer Science Corpo—
ration, Hue Cross, Electronic Petal Federal System, "ite Oaiputer Oonpany
and Brad*®rd National. Delta Dental will receive a 5% edge over seme of
those fLms since it 1o an Alaska based business.

It should be noted that t»e Department has Uxjn satisfied with Delta
Dental®s contract jerformince to date, and that we intend to continue our
current arrangement through SepUmber 198?. After that date, hcMuver,
tho Department nust operate through the vendor aubnittlng the best
technical and cost proposals for tlie develot-iwnt, installation and
operation of the dental claims system over a five year period.

Prrffared by:

Division of Public Assistance

Department of Health 1 Social
Services

May 4, 1981



DEP1.

M-miN

OF HEALTH AATI MM TAL SERVICES
POUCH H-07

DIVISION O fPUBLICASSISTANCE JUHBAU. ALASKA 99811

November 28, 1980

Senator Charles Parr
S.R. Box 50599
Fairbanks, Alaska 99701

Dear Senator Parr:

On December 12 and 13, 1980, 1in Anchorage, at the Sheraton
Hotel, the Medical Care Advisor} Committee will be meeting
to review the current operation of the Medicaid program and
its future development.

As you may or may n"t know, this committee is an advisory
group to the Commissioner of the Department of Health and
Social Services on topics relating to the Medicaid program.
I have attached a copy of our agenda in hopes that you will
consider attending. I have also enclosed a list of the
committee members in case you wish to contact any of them
directly.

We would of course be happy to have you attend and partici—
pate in the discussions the committee has regarding the
over-all operation of Medicaid.

Sincerely,

Enclosure

cc: Helen Bierno
Allen Korhonen
Rod Botit
Bob Ogden



Medical Care Advisory Committee

December 12th

9:00 a.m.

9:15 a.m.

9:45 a.m.

10:30 a.m.
10:45 a.m.

12:00

1:00 P.M.

2:00 [.M.
3.0 m

December 13th

9:00 a.m.

10:30 a.m.
10:45 a.m.

12:00

1:00 P.M.
2:00 [.M.

7:00 p.m.

AGENDA
12/1213/80

Sheraton Hotel

Approval of minutes - meeting August 11
pg 1080 g AUg

Review of M.C.A.C. budget as developed by
Division of Public ASsistance

Devﬂo?ment of/Haéka Statutory authorit
existance of Me

break
Development of an E.P.S.D.T. sub-committee
Lunch

Regort on the status of the Medical Health
are Project

Report of the Long Term Care sub-committee
Persons to be heard.

Medicaid Operatiopal Review
1) Current claims P ayment status
FY 1979 Reconclliation ro ect
3) FY 1980 Reco |hat|on ?Aect
4) Development o £ermanentc Ims
payment and management reporting
system.
Break

Report bY David Johnson, M.D. regarding
§h¥sw an pricing issues surfaced
ing recent visit to Washington D.C.
Lunch

Usual and customary rates forPh sicians
services undor General Relie edical

Review of Medical Review Section and
it's location

Davolopracnt of Provider Relations Seminars

ical Care Advisory Conimittee



MEDICAL CAKE ADVISORY COMMITTEE

Member & 7vddrcss Period of Term

Chairman

Dr. J. Ray Langdon June 30, 1980
3401 East™ 42nd"Ave.

Anchorage, Alaska 99504

Mr, DavidlL. Swanson June 30, 1980
.0. Box
Fairbanks, Alaska 99701

Dr. David E. Johnson June 30, 1980
3612 Ton%ass Avc.
Ketchikan, Alaska 99901

nise Knapp June 30, 1980

Ita Dental
.O. Box 3-726
nchorage Alaska 99501

iIster Barbara llaase June 30, 1980
ministrator

hikan General Hospital

Ton%ass Avc.

hikaf, Alaska 99901

ave Spence June 30, 1980 - 1981

n of Family HeallLh
lon of Public Health

uﬁ R?ESKa 99811

1981

1982

1983

1983

1982

¥
e
tio

:C<O_-

-~

S. NO Lundy Juno 30, 1980 - 1982
- O "oStreé
Imcendorf AFB A aska 99503
I |p“e Division Representative
ell
on of Public Assistance
07
eau, Alaska 99811

—UOUOoUo To0 =<

rinc
od. R
VIS
ouch
unea



POSITION PAPER
COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 330 (Finance) am

For an Act entitled: "An Act relating to payment of the cost of
care of pregnant women; and providing an effective date".

CSHB No. 330 provides for the expansion of pregnancy-related
health and social services.

a) Section 2 expands the Medicaid Program coverage of medical care
services to certain women, who have countable incomes of less than $457
a month; are single, or separated from their spouses; and have no other
dependent children living in the home. The provision of the medical
services will be financed on a 50/50 matching basis with state and
federal revenues.

b) Section 3 of this Act authorizes state funding of the cost of
non-medical services for pregnant women experiencing social and economic
difficulties during the prenatal and postpartum periods. These services
are to include the cost of birthing centers and midwife services, adoption
assistance, counseling, transportation, care received in maternity and
foster homes, and training in parenting skills.

DISCUSSION
Current Services

The Department of Health and Social Services 1is one of multiple
private and public resources providing pregnancy-related services to
Alaskan women. The Department takes an active role in assuring that
public health nursing and social services are available throughout the
State.

1) The Division of Family and Youth Services provides adoption
placement and family counseling for Alaskans.

2) The Division of Public Assistance provides financial, food and
medical assistance for low income women through the Aid to Families with
Dependent Children, Food Stamp, Medicaid, General Relief Medical and
Adult Public Assistance programs.

3) The Division of Public Health provio health care screening,
including pregnancy testing and prenatal coui.-ciing, education, referral
and follow-up through the activities of Public Health Nurses. Nutrition
supplement and eJucation is offered to low income pregnant women and
their children 1n 26 communities by the Women, Infant and Children
Program. In addition, the Division also sponsors medical care financing
for low Income and medically high risk women through demonstration
projects in Juneau and Fairbanks.



10151 FAPICR/Uepartment a Featn dat S0Clal ServICes

Gaps in Services

Although the Department offers a wide range of public services,
many women experience difficulties and hardships 1n obtaining timely and
adequate pregnancy care. These difficulties are associated with economic
barriers to private care and the unavailability of many services 1n
rural communities. These gaps 1n pregnancy related services may be
sunmarlzed as:

(1) Financial inability of many low income and adolescent women to
purchase medical care from private providers, and to pay for travel
outside of their communities for medically necessary care.

(2) Fragmentation of the pregnancy care delivery system, that
Inhibits provision of education, counseling, referral, medical and
follow-up services required by many women.

(3) Unavailability of many pregnancy-related rervlces in rural
communities.

(4) Lack ot appropriate housing near major medical centers, where
women fruin rural communities may stay while obtaining outpatient maternal
care services.

(5) Insufficient adoption counseling and placement services.

CSHB No. 330 addresses some of the gaps that occur 1n the delivery of
prenatal care. Section 2 offers medical care coverage to single or
separated, low income women who have no dependents living 1n the home.
This Act will effectively provide medical care to certain women (approximately
286), who have not been Medicaid eligible. The state previously had
this unborn child coverage 1n the Medicaid Program, but the legislature
eliminated it in 1976 for budgetary reasons.

Section 3 of this Act will expand the types of social and other non-
medical services available to maternal clients beyond the present scope
of State sponsored activities. The services offered will Include birthing
center and midwife services, counseling, round trip transportation between
a client"s residence and maternity or foster home, adoption assistance
and training parenting skills to potentially all women experiencing
social and economic difficulties associated with childbearing. It is
anticipated that provision of maternity and foster home care will be
administered.through contract arrangements with connurity based services
by the Division of Family and Youth Services.

While Section 3 offers fain, comprehensive social and other non- «
medical support services, there will continue to be gaps in the medical
care services. Many women with countable annual Incomes exceeding
approximately $5,50b do not qualify for medical assistance. These women
often experience more difficulties in purchasing medical care than those
who arc eligible for public assistance.

In some cases women who are receiving the social and other non-medlcal
services provided by this Act, will continue to be ineligible for medical
care assistance that Is necessary for a successful pregnancy outcome.



RECOMMENDAT IONS
Recommendation A:

This Act offers transportation, counseling, adoption assistance and
maternity or foster home care to women experiencing economic and social
difficulties associated with childbearing. The Bill at the present time
doe.; not Include specific definitions of "economic and social difficulties
associated with childbearing”, but allows the department to adopt regulations
to define those terms. As part of the adoption of regulations process,
we Intend to conduct public hearings to assist us In formulating appropriate
standards on which to determine eligibility for such aid. At this point,

It 1s perceived that we would draft proposed regulations which would

define (1) economic need to be up to 2001 of the Federal Community

Services Administration®s Alaska Non-Farm Poverty Guideline (attached),

and (2) social need to include pregnant women who are at risk of being
unemployed or under employed, dependent upon welfare. Inadequate / educated,
unable to function socially or having psychiatric problems.

Recownendatlon B:

Section 3 provides for social and other non-medical services associated
with the prenatal and postpartum periods of pregnancy. The House In passing
CSHB 330 added a floor amendment to this Section which would cover the cost -
of midwife and birthing center care. Since these services are primarily
associated with medical care, we reconmend that CSHB 330 be amended to reflect
the medical care status of these services. These amendments would add medicaid
coverage for certain needy women for care received from a birthing center or
a nurse midwife. By adding these services to medicalu, the state /ould realize
additional federal funds for covering medical care services. To incorporate
nurse midwife and birthing center services into the medicaid, the Department
reconmends the attached amendments.

POSITION

The Department recognizes the value of the needed services that will become

ivallable to certain women. We endorse the health promotion concepts of this
Bill and feel that it will contribute to the comprehensiveness of pregnancy
related services throughout Alaska.

Recofuncnded by:

Jotiti Pugh or
(Vision ily and YouthX
Services

Date:



FyVPic,R/Department d Heath & Soclal Services

POSITION

Date:

Date:

Approved by:

Date:

Rod Betlt, Director
Division of jbllc Assistance

Tl-ilafr" : /ln. n L]

David Bruce, Deputy Director
Division of Public Health

/V~.

Helen D. Beirne, Coromssioner
Department of Health and
Social Services

SIS S/



BWV 15, Tv

Community Services Administration
Non-Farm Poverty Income Levels for Alaska

March 5, 1981

Size of Family Poverty Income 2001 Poverty Income
1 $5,410 $10,810
2 7,130 14,260
3 8,850 17,700
4 10,570 21,140
5 12,290 24,580

6 14,010 28,020



Original sponsors: Miller, Martin, Offered: 4/30/81

Carney, et al Referred: Rules

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 330 (Finance) am
IN THE LEGISLATURE OF THE STATE DF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to payment of the costs of services
for pregnant women; and providing for an effective
date."

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

¢Section 1. LEGISLATIVE FINDINGS AMD PURPOSE. The legislature finds
that there are insuffi lent maternal and infant care services available to
women experiencing so I and economic difficulties associated with child—
bearing. As a result of these inadequate services, some children may
develop health conditions that require state-supported services throughout
their lives. In order to promote healthier generations of Alaskan, the
legislature wishes to Invest in the state®"s future by providing prenatal
care and social services to pregnant women.

eSec. 2. AS 47.07.020(b) 1Is amended by adding a new paragraph to read:

(8) women who are medically confirm id to be pregnant.

¢Sec. 3. AS 47.07.030 is amended to read:

Sec. 47.07.030. MEDICAL SERVICES TO BE PROVIDED, Medical services
to be offered to eligible persons include inpatient hospital, outpatient
hospital, rural health clinic, outpatient surgical care centers, laboratory
and X-ray, refractions and eyi examinations by ophthalmologists or opto—
metrists, eyeglasses prescribed by a physician skilled in diseases of %
the eye or by an optometrist, inpatient psychiatric hospital for persons
age 65 or older and persons under age 21, skilled and Intermediate
nursing hom., physician, home health care services early periodic
screening and diagnosis and treatment of persons under 21 years of
age, clinic services, nurse midwife, treatment of speech, hearing and t
language disorders, and reasonable transportation to and from the point
of medical care. No additional services may be provided unless approved

by the legislature.

CSHB 330(F1n) am



+Sec. 4. AS 47.07.080(4) Is amended to read:

(4) "Clinic services" means services which are restricted
state-approved outpatient community mental health services which
receive grants under AS 47.30.520 - 47.30.620 and state-operated
mental health clinics and birth centers licensed by the state under

AS 18.20.010- 18.20.130

*Sec. 5. AS 47.07.080 1s amended by adding a new subsection to read:
(5) "Nurse midwife"™ means a registered professional nurse
who 1s certified as an advanced nurse practitioner under AS 08.68.410
(a) and authorized to practice as a nurse midwife under regulations
adopted 1n accordance with AS 06.68.410(5).
+Sec. 6. AS 47 1ls amended by adding a new chapter to read:
CHAPTER 42. PURCHASE OF SERVICES FOR PREGNANT WOMEN.

Sec. 47.42.010. PURCHASE OF SERVICES FOR PREGNANT WOMEN. The
Department of Health and Social Services shall pay the cost of prenatal
services other than medical services for a pregnant woman experiencing
social and economic difficulties. [INCLUDING THE COSTS OF BIRTHING
CENTERS. MIDWIFE SERVICES] and transportation to and from a maternity
home or a foster home, counseling, adoption assistance, maternity home
and foster home care, postnatal care, and parenting skills.

Sec. 47.42.020. LICENSING AND SUPERVISION, (a) A person provid—
ing services purchased by the Department of Health and Social Services
under this chapter shall be licensed and supervised in the same manner
as foster homes, boarding homes, maternity homes, and other agencies
and Institutions under AS 47.35.010 - 47.35.100.

(b) Nothing In this section requires the licensing of
[MIDWIFE AND] transportation services provided to a pregnant
woman under this chapter.

¢Sec. 7. This Act takes effect immediately in accordance with

AS 01.10.070(c).

-2- CSHB 330(Fin) am



. REQUEST
Bill/Resolution No. CS FOR HOUSE BILL NO. 330 (Finance) am
TitldAn Act relating to payment of thfc_cost of .care for pregnant women”” _.
Requested bv Hoikp HFSS Cnnsnittee Date May/W, 19BT

Il. FISCAL DETAIL u 4t .C .,
Agency Affected Department of Health and Social Services
Program Category Affected Health & Social Services
BRU, Program, or Subprogram(s) Affected Various - See separate ftsea
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FYy 81 FY 82 FY 83 FY 04 FY 85 FY 86

100 PERSONAL SERVICES 40-7 44-4 48.4 57.4
200 TRAVEL 4-7 1.9 2.0 2.2 2,4
300 CONTRACTUAL 4.B 5.2 L. 7 s .2 fifl
400 COMMODITIES \ -4 5 A A
500 EOULPMENT 1-2
.. LAND SESTRUCTURES
700 GRANTS. CLAIMS. ETC. | waar 2.816.6 3,JL70.1_ 3.3 4.5 3.647.7
TOTAL 2.632.9 2.868.5 3.126.8 3.408.1 3.714.9
PUN"DING  (Thousands of Dollars)
GENERAL EUND 2.418.4 3.634.7 2.872.0 13.130.3 3.412.1
FEDERAL FUNDS 214.5 "735.8 7510 * 777.8" 302.8
OTHER (Specify Fund Soured
POSITIONS
FULL TIME 1 1 1 1 1
PART TIME
TEMPORARY .

HI. ANALYSIS (See Fiscal Note Preparation Instructions. Section III)

Attached Social and Health Service Analysts.

IV. DATE 7> 1961 -PREPAR]
AGENCY
Original Legislative Finance PHONE 1
u: Budget and Management
Prime Sponsor (Fust Legist tor Named) HM Approval y//, Q" fl LA« u I Oat» i/ffBI

33-001 (Re- 12/90)



1 RFOUEST
Uili/Kesolution Km . CS FOR HOUSE BILL NO. 330 (Finance

Tit1eAg rejatinflifl.pajfl?ent_of. the ggsts gf C/. —?6!L.P.':"nan_t_wnmgn_
Requested bv House HESS Conwittee PMe May Ift. iQfti

1. FISCAL DIiTAIL
Apcncy Affected Department o/ Health and Social Services

1Topram Category Affected Social Services

1IRU, Program. nr Subprograms) Afletlcil

(Nnti: Ifmore than one budget nmipononl t*allevted. sc]>aralc Imc-ilcm amounts and iunding for each
ciwnpomnl in the an.il>M« section.)

ivn NDinmi s rrhouumu or Dollar*)

1V 81 1Y 02 FY 83 1V C4 FY 85 FY8C

100 IMRSONAL SLRVICLS in, 7 45.4 48.4 52.7 57.4
200 1RAVI L 1.7. 1,9 2.2 2.4
MO CONTRACTUAL 4.8 5.2 5.7 6.2 6.8
400 COMMODITIES -4 4 .5 .5 .6
100 FOUIPMENY
a0 LAND k STRUCTURI S
700 (JRANTS. CLAIMS. Lit. 2-155.1 2.349.0 2 5fj(L5 2-790.9 3.042.1
TOTAL 2,203.9 2,400.9 2,617.1 2.R57.5 3,109.3

TUN"DINt;  (riiuuuiuls OF Dollars)
CENI KAL 1UNI) 212039 2,400.9  2*61771 2.852.5 3.109.3
IT Ul KAL TUNDS % i J F f f
Orill K tSnccifv fund Source)

ivnnw-S

e

vl 1IMF 1 ) 1 1 1 1
fAK 1 TIM)
mUDRAKY

M. ANALYSIS (Sc- I»HJt Nwik heturjlron LM imchhniv Section HI)

In 1979 there were 9,179 births to Alaskan residents. 1,273 or 141 were births

to unnamed women.
1979 Births to Unmarried Uomen

Aot of Mother Wtmber of Births
Under IS 9
1S5-19 440
20-24 504
25-29 224
X-J4 76
r-o» 16
40*44
nr!
John R. Puph, Director
,NV.oouom $ 4 U %
OrtfMul LffiUatm Inum - UION 1. 26*21Z$L ———-—————- I
llutlcrl m | Miw oihmi
Prime Spnm«M ilnvi Irpdiii* N«nmUI  NIB Approval Date t / Wn

JJ-U0I (Re* 12/10



Thi Department assumes that the services delineated In this 8111 would be utiliz—
ed mostly by unmarried women. Using this pool as the target group the Depart—
ment would further assume that the more youthful unmarried women (under 15-24)
would be more likely to utilize maternity and foster home care; whereas the

older group (25-44) would utilize the community services, such as counseling and
adoption assistance.

The younger age group consists of 953 women. The Department estimates that
approximately 200 of this group i*ould avail themselves of the services of a
maternity home or foster home (75 maternity, and 125 foster), another 250 would
utilize available counseling and adoption assistance, and 30 would use birthing
centers and midwife services.

The older age group consists of 320 women. The Department estimates that approx—
imately 50 women would utilize maternity homes or foster home care (15 maternity
and 35 foster homes). An additional 100 would utilize counseling and adoption

assistance. The Department estimates 20 would use birthing centers and midwife
services.

The Department recommends that the entire range of services be contracted out to
local connunlty providers. This would reduce the amount of administrative
costs. However, 1t 1s recoovnended that an Associate Coordinator (Range 18) be
established to coordinate the program on a statewide basis. This Individual
would be responsible for planning, program development, preparation of requests
fot proposals and contracts, and contract monitoring and p<-gram evaluation.
Estimated costs are as follows:
Foster Home Care
*60 ;.*rsons x S422/mo. x 6 mos. m $ 405,120
Maternity Home Care
90 persons r $2,250 ($75.00 per day) x 6mos. e $1,215,000
Counsellng/Adoption Assistance
350 persons x $1,000 $ 350,000
Transportation To and From Placement
250 persons x $500 average/trip - $ 125,000

Birthing Centers and Hl<h«tfe Services

50 persons i $1,200 - $ 60.000
Subtotal fe"/SriM

Associate Coordinator. Range 18

Personal Services $40,665

Travel 1.728

Contractual 4.798

Comnodttles 400

Equipment ), 230 - AK I

TOTAI $2,203,941

The costs for Associate Coordinator position includes: Travel - two trips of
three day each to rerform program reviews; Contractual - telephone rental and

long distance of #678, postage of $300, copier usage of $120, printing ano
advertising of $1,000. and office space rent of $2,700, Commodities = $400 fnr
general office supplies; and Equipment - $1,2)0.

A 91 Inflation rate has been added to future years* estimated costs.

Medical costs *11) be borne by the Division of Public Assistance.

Pagej_cfjn



I REQUEST
Bill/Resolution No. CS FOR HOUSE BILL NO. 330 (Flnance)anm

Title "An Act relating to payment of the costs of care of pregnant women.., M
Requested bv House HESS Committee Date 5/7/81

Il. FISCAL DETAIL
Agency Affected Department of Health and Social Services
Program Category Affected Heal th
BRU. Program,or Subprogram(s) Affected Medicaid
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FYy 81 FY 82 FY 83 FY 84 FY 85 FY 86
100 personal services
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EOULPMENT
600 LAND A STRUCTURES
70 GRANTS. CLAIMS. ETC. 429.0 467.6 509.7 555.6 605.6

TOTAL
429.0 467 .6 509.7 555.6 605.6

FUNDING (Thousands of Dollars)

GENERAL FUND _214.5 233.8 254.9 277.8 302.8
FEDERAL FUNDS 214.5 233.8 254.8 277.8 302.8
OTHER (Soccifv Fund Source)

FULL TIME |
PART TIME 1
TEMPORARY 1

. ANALYSIS (Sec Fiscal Note Preparation Instructions. Section III)

Approximately 286 pregnant women would be added to the Kedkatd program.
The addition of this coveraqe under Medicaid would reduce participation
under the Genera) Pel iff Medical program by approximately 95 women, who
would become ellgble for Medicaid. The remaining 191 women wouid be

new tllgibles who do not receive coverage under the General Relief Medical
program because of the method used In counting available 1nc<

The aver.ge cost per ase 1s approximately 11500 for FY 82. Because of
the reduction 1n Central Pelief Medical participation, tha cost of the
program will also be reduced, making funds available to become the state
General Fund mttchthy portion of the Medicaid program coverage. Therefore,
new state General Fung matching is 72.0 (214.5 - 142.5 = 72.0).

IV.DATE S/7/81 prepared by Das Id M. Davidson
AGENCY felllliMfeF ti1 1k AsmUltft
Urtgtiul Lapnlaim Finance PtIONE 1471117

Pnrne Spom(Fwtl LrgisUlof Named) MAG6

33-001 (Rev 12/80)
Pagt _1 of
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000
700

REQUEST
Bill/Resolution No. CS FOR HOUSE BILL NO. 330 (Finance) am

Title "An Act relating to payment of_the costs of care of pregnant women..
Requested by House HESS Committee Date 5/7/51

FISCAL DETAIL

Agency Affected Department of Health and Social Servicps
Program Category Affected Health
BRU, Program, or Subprogram(s) Affected Eeneral Rplief Medical

(Note: Ifmore than one budget component isaffected, 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

ri_KSU.NAL SERA ILLS
1IRAVLL

.ETUNIILICL E".U.
COMMODITIES

LUULT LN |
I\M> A MRi."CII"KIL.S

GRANTS. CLAIMS. ETC. (155.3) (169.3) (r84.57 (201.1)

TOTAL
(142.5)  (155.3) (169.3) (184.5) (201.1)

FUNDING  (Thousands of Dollars)

GENERAL FUND (142.5) _ (155.3) (169.3)  (184.5)  (201.1)
FEDERAL FUNDS

OTHER (Specif/ Fund Source)

roSITIQES

FULL TIME _
PART TIME
TFMPORARY =

ANALYSIS (Sec Fiscal Note Preparation Instructions. Section III)

IV. DATE S/7/81 PREPARED BY David H._Davidson
AGENCY PIxlilon af Public. AiiiiUnLg
Original Legislative Finance PHONE 465.1347
or: Budtrt and Manaeement Tj/L-.- Ffir/Yy L/ [/ ...
Pnme Sponsor (First Legislator Named) *SB ApprovaT /o tio g '>»/-;r* < '*}Q_ D**e I'Z [r*

33-001 (Rev. 12/80)
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Service Agencies

Maternal & Infant

Care Project - Juneuu

Improved Pregnancy

Outcome Project
Fairbanks

eg,nancy

Eligibility Requirments

.pregnant women who resides in the
Juneau City and Borough

high risk conditions of pregnancy
and low income (up to $12,500 for
a family of 2) in the city care

pregnant women who reside 1n the
Fairbanks Borough

pregnant and low Income women
(up to $12,500 for a family of 2)

high risk medical conditions of
pregnancy and low Income
(up to $12,500 for a family of 2)

Related Heajl

Services

education, and counseling
available to all

medical care assistance -
provided according to a
family®"s ability to pay based
on a sliding fee scale

education counseling, and
patient follow-up to all

Medical care assistance for
Initial prenatal physician
visit. The amount of assist—
ance Is provided according

to a family"s ability to pay
based on a sliding fee scale.

Medical care assistance for
all outpatient prenatal
medical care. The amount of
assistance provided according
to a family"s ability to pay
based on a sliding fee scale.

Population Served

approx. 125 per year
approx. 70 per year
approx. 250 per year

projected 70 per year

Service Gaps

Limitation of financial assis—
tance to only those women 1n
target area. All other low
Income women experience diffi—
culties 1n obtaining care.

Prenatal medical carr. assistance
not available to low Income
women who are not medically
high risk. No Inpaclent medical
care assistance 1s provided.



Service Agencies

General Relief Medical

Catastrophic Illness

Medicaid

. of Public Health

Public Health Nursing

Women Infant Children
(WIC)
Early, Periodic,

Screening,Diagnosis and

Treatment (EPSDT)

Handicapped Childrens
Program

Eligibility Requirements

.low Income (Adult 1 child
$4,000 per year) who are not
eligible for Medicaid coverage
those who have suffered a
catastrophic Illness/Injury and
who do not have the resources
to meet the expenses

must be covered by State and
categorical programs such as
AFDC or Adult Public Assistance

None

low Income (family of 2, up to
$12,500) pregnant women and
children up to age 5

under 21 years of age, Medicaid
eligible
children with physical and

handicapping conditions

Services
medical care assistance
medical assistance as determined

by a three member committee *

medical care assistance to those
Individuals eligible for cate—
gorical programs

health screening. Including
pregnancy testing, prenatal
education and counseling, post—
partum follow-up home visiting
and well child clinics

nutrition supplement coupons
and nutrition education and
counseling

preventive health screening

services for children and adoles—

cents, referral to treatment and
medical care assistance through
Medicaid

M»dical diagnostic assistance
provided to all < medical
ment based upon a sliding fee
scale - of a family"s ability
to pa;/. Transportation and per
diem are also Included.

treat—

Population Served
approx. 7,000 per month
approx. 300 per year
approx. 18000 per month
approx. 4,000 visits
per month
approx. 1600 per month

in 26 convnunities

approx.

approx.

7,000 per year

1800 per year

Service Gaps

Those who fall marginally
above the Income guidelines
are not eligible for assistance.

Doesn"t cover normal pregnancies

and limited to "catastrophic
Illness™”
Low Income people not eligible

for categorical programs
experience difficulties in
obtaining medical care.

Lack of unified counseling
education and referral services.
The unavailability of some
services on full-time basis in
rural connunitles.

Estimated 38000 potentially
eligible statewide not being
served

Low income families who are not
qualified for Medicaid do not
receive medical treatment
services.

Premature newborns are not
covered by this program.
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Service Agencies
of Family ft Youth Svs.

Family Counseling

Foster Home Care

Adoption Counseling &
Placement

of Public Assistance

Food Stamps

Aid to Families with
Dependent Children
(AFDC)

Adult Public Assistance

[ifllb jl.ny Requirements

None

State must have legal custody
of client.
State must have legal custody

of client to provide adoption
placement services. Adoption
counseling 1s available to anyone
on request.

low income ($6,300 for a family
of 2)
low income women($5,500 per year

for a family of 2) who are single
or separated with dependent
children living in the home

blind, disabled and aged, with
income of $5,700 per year for
single adults

Services

marriage, parenting, family
adolescent, and crisis Inter—
vention counseling

counseling, foster care place—
ment, Tfinancial assistance,
medical care through Medicaid

counseling,
placement

screening and

Food supplement coupons

income maintenance and medical
care assistance through Medicaid

income maintenance, and medical
assistance through Medicaid

Cnl

Population Served

approx. 1000 per year

approx. 1040 per year

approx. 40 adoption
pilicements per year

approx. 38000 per month
approx. 13000 per month
approx. 5000 per month

Service Gaps

Staff time available Is limited.

Insufficient foster homes.

Additional
needed.

counseling services

There are no regional adjustment
cost of living. One Income and
benefits standard is used state—
wide which results in Inequities
of purchasing power.

Women who meet the income and
single/separated status but are
pregnant with no dependents

living in the home are in—
eligible.
Low income women who are married

with the spouse
are ineligibls.

living at home

Those blind, disabled and aged P<
that are above the income
guidelines
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The Honorable Vic Fischer
Alaska State Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Senator Fischer:

Recently you requested information regarding the coverage of.
three major Alaska Area Native Health Service satellite clinics
In_Ketchikan, Juneau, and Fairbanks to bill for Medicaid-
eligible services and the state to receive 100Z federal reim-
bursement, Representative Clocksln's staff made a similar
request, but Indicated that they wished to have available to
him more limited language to make that necessary statute
adjustment. . We have prepared a response to that request.

Vo' thought it might be of Interest to you to see another more
limited "way to amend the statutes to accomplish the same goal.
We have atfached It for your reference.

You will not that our estimate of federal fiscal Impact due
to the passage of such a change to Mtdlcald has bheen revised
downward from our previous figure. W currently estimate
the coats to he about $750,000 to 91,000,000 In" the first
fiscal year of gperation. This la due to the receipt of
more current information from AANHS based on Its actual
billing history.

We appreciate the opportunity to comment on this matter.
Sincerely,

Hefen D, Belrne
Comm.as loner



OUARTERLY

wedicas REPORTS

b SECTON
TABLE OF Q01 ROqRAM -

A. Activities of the Office of Quality Control Programs
Medicaid Quality Control _ _
Interview with John Berry, Director, Office of
Quality Control Programs

B. LeEAisI_ati_/e and Regulatory Update /
. Medicaid Cap . .. [
. Medicaid Eligibility 9
. Termination. of Eligibility 9
. Assets Utilised in Determining SSI . . 9
. Blind or Disabled Individuals™Receiving SSI 9
. Reimbursement_for Nursing Homes 9
Home Health Care Services 10
. Certificate of Need 10
. Medicare Deductible _ o 10
Certification for Intermediate Care facilities 10
Preparation of the Quarterly Report of Abortions 10
C. _ 11
Inflation and Health Care Costs 11
Prepaid Medicaid Services in Florida 11
Maryland Limits Hospital Services o 11
New'Jersey Plans to Cover Medicaid Deficit 12
Changes in Medicaid Takeover formula 12
Phgssmans Ask for Medicaid Pay Rajse 12
HVDs Promoting Medicare and Médicaid 12
New HUS Undersecretary 1)
HCPA Appointments 11
D. NIIS Status 'n the S itea 11
E. Research Studies - _An Effective Approach to Third
Party Recovery of Title XIX funds 11
Project Approach 15
Analysis and findings 14
Conclusions 15
my mv h . i.S-wi. un m m
MY s M SR ARLLLLLE
©oOMkoiam « #vca HIM «o- [Maac ke [iNIlv



*m m w % m m

MEDICAID QUALITY CONTROL

Administrators of state Medicaid
programs are challenged, with
developing and mainfaining adequate
management control, to asSure the
accurate and appropriate expendi-
ture of Medicaid funds. The
Medicaid Quality Control (IVIQC}
pro%ram IS a tool with which the
states can monitor the strengths
and weaknesses of their MMIS
s%stem, and more specifically,

the accuracy of eligibility
determinations/terminations and
atate payments/denials.  The MX
program also, assists in_identifying
areas requiring corrective action,
as well as targeting liable third
parties to recover incorrectly
expended state funds.

Title XIX of the Social Security
Act requires that the Department of
Health ‘and Human Services (DI045,
assure_proper and efficient |
administration of the Medicaid
program by the states. The
Brofgram under the direction of the
ffice of Quality Control Programs,
Bureau of Quality Control (BQC) in
CfA, represent*” this Joint state-
federal effort to improve program
administration, reduce errors” and
prevent monetary forfeiture. All
states participating in the
Medicaid pro%ram are required to
have MQC systems in operation.

The MX program was designed to
identify caSe and Payment errors so
that corrective action can he,
undertaken to prevent repetition,
Data collected through the ayatem
must be fully analysed so that
str¥*gths and weaknesses can be
recognised. Analysis is performed

at three levelst state, regional
and federal. States are required
to _|nvest|g|ate a statistically
valid sample of eligible Medicaid
beneficiaries* cases based on total
monthly Medicaid caseload. Both
the Aid to Families with Dependent
Children (AFDC) ~nd Supplemental
Security Income (SSI) programs es-
tablishéd their own individual
3uallty control checks prior to the
evelopment of the MX system. A
determination is made as to whether
the eligibility and payment status
on these claims Is accurate. Subse-
grently, HCFA staff review a repre-
sentative sampling of these cases
to evaluate atate determinations.
The examiners utilise findings
from the quality control systems of
the other two programs to obtain _in-
formation about those beneficiaries
who are also covered by Medicaid.
Through this integrated system,
duplicative reviews are avoided and
sample accuracy 1is increased.

The foIIowing fundamental elements
are inspected by the MQC programs

verifies lion of the accuracy
of eligibility determinations)

examination to determine
whether the state has taken
action to recover monies for
which other third parties are
liable)

examination of the accuracy
of state payment of Medicdid
claims for active casee)

review of the accuracy of
denials and terminations of
eligibility) and

examination of the types of
services that may be covered
and reimbursement levels.



These reviews are meant to assure
that public funds are directed only
to beneficiaries who are eligible
under state and federal law, that
claims are paid only for covered
services to eligible provrders |n
the correct amount, and t at third
party liahility (TPL) is *A
recognized, thereb assurrn edi-
cald as the payor of last resort
(after other liable parties, such
as Medrcare Insurance companies.
Workers' Compensation plans, absent
fathers and estates of deceased
persons have paid their proper
share of a beneficiary's medical
expenses).

All quality control Perrods are
conducted on six-month cycles from
October to March and from April t
September. States individually
sample approximately 70,000 cases
during each semi-annual period out
of an”estimated monthly list of 9.3
million cages in the drcard
program. The HCPA staff

examines approximately 16 “00 of
these cases to assure’ the accuracy
of the states' findings. The
results are then utilised in
computing eIr |b|||tyr claims
?rocessrn and TPL error rates
or_every stvte for each six-month
review per lad.

Under current regulations, states
with error_rates above the national
avera%e ati. required to reduce

eri |tsy error rates by approx-
imately 15.7 percent annually. The
results 0 he base review ?errod
are compared with results .o
present periods to determine if

st tes have met the required error
rate reduction targets. Federal
matching imymsnta are disallowed if
performance targets are not met.

If this is the Case, corrective
actrons are recommended.

By regulation, all states are
required to subsilt a formal plan
each July gpMiflw what- i
actjions are planned to correct
problems uncovered through the MX
process, Mort states initiate
correctrve action throughout the
¥ear based on individual case
ing mgs Or on a pattern o

findings that are attributed to
system defects. Both state ang
federal MQC staff participate in
planning corrective action and some
states. and regional offices have
established cQrrective action
committees, federal staff also
provide on-aits technical assis-
tance to states requesting aid in
reducing high error rates.

Medicaid Action Transmittal No. 80-
47 (September 1940) clarified the

following calendar dates for review
completion and reporting deadlines!

1. States are required to
report progress in com-
r[)Ietrng thtlr reviews via
elephdne on a bi-weekly

hasis.
2. Ona monthl¥ haala, states
must ldentity t e revrews

they have completed a
their findings for those
cases in a written report.

3. Within eight months of the
dome of ‘the sample period,
states must submit eligi-
bility, TPL and CP data.
Theréfore, the deadlines are
May Tist for the April to
September review period and
November 30th for the
October to March review
per lad.

4. Within len months of the
camplettor of the April to



September sample period, (or
by a deadline of July 31st)
states must submit an annual
corrective action plan for

redu_cmgi their error rates.
Similarly, January 31st is

the deadline for the Qctober
to March sample period.

!\@ began these reviews with the
1978 base-line period. The first
three months of 1979 were set aside
aa a "grace period” in_anticipation
of the states' tightening up their
programs.  Therefore, the first
actlal review period began in April
of 1979. Most states have made
considerable improvements in
determining Medicaid payments. as
showt with™the following findings
for the July to December 1979 and
the April to September 1979 review
periodsi

The national weighted average
eligibility payment error
rate (excluding SSI cases) .
decreased from 6.2 percent in
the July to December 1978
base period to 4.9 Bercent in
the April to September 1979
review period.

The national weighted average
eligibility j*yamnLanat.
jratt .for all Medicaid cases
decreased from 5.1 percent in
the billy to December 1978
Imae period to 4.31 percent
in_the April . Septesher
1979 review period.

The national weighted average
eligibilit é)_ayment error
rate for Medical Aaaistance
Only (MAQ) oases decreased
from 4.5 percent to 5.
percent) for ATDC, decreased
tram 2.7 percent to 2.)
percent) and for SSI casern.

increased from 1.7 percent to
2.1 percent.

The national We|%hted average
gross TPL payment error ratés
ecreased from 0.5 percent to
.3 percent and | .e case
error rate decreased from 0.8
percent to 0.7 percent.

The national weighted average
CP gross and unduplicated
payment error rates for the
April to September 1979 re-
view period was 0.5 percent.

The deflated national CP
payment error rate for the
July to December 1978 review
Eenod_was 1.6 E)ercent (prior
0 revision of the CP review
methodology), and the gross
national payment error “rate
for the April to September
1979 review period Wwas 0.5
percent.

The total national weighted
avera%e gross payment érror
rate tor the April to
September 1979 ‘review period
was 5.1 percent and the
unduplicated rate was 5.0
percent.

Man; states are assessing this data
in preparation for corrective
action planning.

Approximately 1,000, state man-year
equivalents consisting of super-
visors, reviewers, statisticians,
clericals anl others comprise the
MQC state work force. Over 400 of
these state employees are reviewers.
Staff turnover ja"high due to
extensive travel requirements. At
the federal regional level, there
are 147 staff meebers working on
the MQC program. In the central



office there are 29 MC staff
memberh. . The cost of such staffing
can be viewed as nominal in con-
trast with the bengfl » accrued b
the review system it. . ntifying
problem areas end sys.m defects
and ultimately recolping monies for
which other third partiés are
liable. (For further oost-benefit
information, see the Research Study
on thirdy part)( recqvery beginning
on page 13 of this issug.)

Numerous clarifications and revi-
sions of instructions and policies
have been disseminated as a result
of these findings to further assist
stats Medicaid administrators in
utilising .the MQC systesi to their
benefit,” i.e., calendar dates, to
emphasise that reviews must be
completed by the required dates, as
previously tited.

Certain specific data entries
for complete conveyance of
case information have heen
made optional for the states.

Corresponding edits for M
Review Schedule coding have
been appended to the
regulations.

Mon efficient instructions
for capturing TPL data have
been established.

A nuaber of proposed
editorial changes would
facilitate reading of the
requlations and are not in-
terided to have any substan-
tive effect an requirements.

These technical changes help to
clarify the requirements of the
program, provide a better flow of
inforeation and promote more effi-
cient manegenent of the Medicaid

program. The MQC system represents
a systematic aggroach to manitoring
the“effectiveness and validity of
the Medicaid program.

INTERVIEW WITH JOHN BERRY,
DIRECTOR, OFFICE OF QUALITY
CONTROL PROGRAMS

To further enhance the under-
standing .of MQC program ob%ectwes
and the” implications of future M
pro%rams an interview was recsntly
conducted with Mr. John Berry,
Director of the Offics of Quality
Control Programs. Mr. Berry has’
been with BOC for two years. Prior
to that, he was employed in a
variety of management assistance
positions in a re([;]mnal office

and earlier with the Department of
Defense.

The Office of Quality Control
Programs Performs the following
funtctiona

Designs and lapIntents
statist leally-hased rsviews
to dstsrmine the effective-
ness of Ouality Control
Programs operated by .
carriers, intermedisiies,
stats agencies, the Office of
Direct Reimbursement and
other related orgenisations.

Develops end promulgates
policies, standards “and
guidelines for stats M
programs, stats utilisation
control progrenn, EPSUT
enalty surveys, the Part A
%Wuallty Assurance P_rogram,_
the Pert Rend-of-1in* review
g?g otger aimilar formal QC
| a.

Oesigrs and implements rew QC
programs (l.e., im QC) to



assure proper expenditure* of
federal funds by carriers,
intermediarjes,” state
agencies and othsr BCPA
related organisations.

Initiatss recommendations for
financial penalties and
disallowances on the basis of
formal review results.

Evaluates  regional psr-
form~.ce in monitoring QC
programs and conducting
sa’rle isvlews.

Psrtlcipstss with other HCFA
coaponenta in developing
reqgulations, policies and
procedures for program

administration.

Provides consultation and
technical ?uldance to
carriers, fiscal interme-
diaries, atate agencies and
regional offices.

QC pr_o%rams Eresentl in place
consist of state programs, the
Part A Quality Assurance™ Program
and the Part 1 end-of-line réeview.

_programs are presently under
review,” according to Mr. Merry.
These arel the Negative Caee’
Action QC program, “wnich examinee
Medicaid benéficiaiies Incorrec
terminated or denied access tr.
program benefits, and the Utilisa-
tion Review QC program, which
examines the decision to place end
retain individuals_In long-term
care facilities. The former may he
reduced due to staffing .constraints
and lack of management™ involvementi
the latter la being reviewed for
coat effectivenesa’

The CPSOT QC program has been
shifted to the tureau of Program

Operations (BPO).. BQC ran the
first quarter review and_than
transferred the responsibility to
BPO to enhance efficiency. For
provider information, Mf. Berry
suggested contacting Mr. John
JanSak, Director, Office of
Standards and Performance
Evaluations at (301) 594-8432.

lire Coat Report Evaluation Program
(CREP) is currently responsible for
Medicare hospital cost reporting. .
This quality control program entails
the evaluation of the correct
allocation of hospital coats to the
Medicare program.  The rigorous
review program is on its third year
run, and HCFA is exam_lnln% the
feasibility of exRAand_mg he_ .
program to" cover Medicdid, = This
information helps substantiate the
costa associated with rendering
quality cars and can he used to
more efficiently examine hos,oltal
reiabursement [evels. HCFA [a "not
Intereated in a sanction right now,
but dollars saved," accordm% to
Mr. BerrY_. A pilat program has.
been Initiated this, year imolving
15 states with Medicaid E)rograms.
"Preliminary results will not be
aveligble until late this summer
and final results early next year,"
claims Mr. Berry.

QC is one of HCTA's approaches to
controlling Medicaid expenditures.
According to Mr. Br.y, the purpose
of the N%gc E)rogram la” "to conserve
Brogram_ ollars for eligible
eneficiaries, The gc program's
success must he measured by im-
rovements In the overall program.”
r. Berry feela the program Ia an
"attention get*er." The states
have responsibility for the MC
program and "coop€rate to upgrade
ldees an how u> solve problems.
NQC performs top-down reviews.



beginning et the state level, in
contrast with MAR and SURS
(Validation Office), under which
reviews are conducted upwardly,
beginning with individual
providers. MQC has provided
additional input to ths MARS re-
ports, whsrsas MARS data is not a
source of feedback for MQC
evaluations.

According to Mr. Berry, S
attemptir‘?g to reduce_YherQSrden on

states while continuing to prromote
accurate and timely data. The
findings for the October 1979 to
March 1980 review period have
recantly been ‘released. This
latest published report ca)ls for
disallowance of federal funds
incorrectly/inappropriately ex-
pended in "10 etetes, but this was
suspended in favor of taking
corrective action.

Stats error rates have been found
to be inconsistent between review
periods. HCFA is Iookmg% to reduce
stapling* where error rates are low
end Increase samplings where stats
srror rates sr* high”due to a
shortage of program funds.

MQC review has been ueod to
enco_ura_ge the development of _the
Medicaid Management "Information
System (MMI8)" MX will become an
important tool in examining MMIS
contract performance and in, ex-
RAedltmg evaluation, according to
r. Berry. Aa an example, the
federal MQC CF review uncovered
substantial Medicaid funds that
ere_not being reviewed by e
particular state, ea well"ee a
major_ flaw In the contractual
relationship between that atate and
Ita rural agent, ike state la
renegotiating the terse of the
contract to correct these problems.

Federal and state budgets for
medical services to the indigent
face many constraints. Some’ states
are elecfing to decrease their
benefit packages. "Every state has
a different view of the Medicaid
program,” claims Mr, Berry.
efforts can assure that available
services are rendered to appro- .
priate beneficiaries. MQC, In its
conservation of funds for eligible
beneficiaries, has become a Vital
part of Medicaid management. The
most significant contfibution to
the quality control effort durm%
the 1980's” will be the capacity 1o
provide analysis of error-causing
factors. for managers, aa well as
to fMcilitate corrective action,
according to Mr, Berrxﬂ. Through
quality tontrol, the Medicaid =
program will reveal flawl in policy
and” procedures at the federal and
atate levels.

The chart on the following page
illustrates the MQC process.

B. JIGALATIVE AND REGULATORY

HKP1CAIP CAP

In recommendations to the House
Budget Committee, the House
Committee on Ener? and Commerce
strongly opposed the administra-
tion's at_tem?t to, use the budget
process in effecting major Medicaid
program changes. Now that the
Adminiatretlon's budget has been
approved, both the House and Senate
must determine how and where
specific program cuts will be made
in order to meet overall budget
objectives. For_further infor-
mation, contact Jack McDonald,
Mouse Budget Committee, (202)
225-1290.



