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February 27, 1986

Senator Bettye Fahrenkamp, Chair
Senate H.E.S.S, Committee

Pouch V

Juneau, AK 99811

Madame Chairperson:

My name 1is Anne Kienitz. | am employed by Sitka Community Hospital and one of
my duties 1is to assist patients 1in obtaining financial assistance for both
elective and emergent medical care.

I feel there is a group of truly needy Alaskans not covered by the scope of
this bill or present statutes. That group 1b the adult population over the
age of 21 and not yet of Medicare age, and who are not suffering any permanent
disability. While these persons are eligible under the State ™% General Relief
Medlc.nl Program, the resource <ceiling for individual applying for this
assistance is $300/montb; a level unchanged since 1975, 1 believe. A person
unemployed due to illness or injury who, for instance, draws a minimum
unemployment <check 1is rendered 1ineligible for apnistance. The insurance
crisis in this country has left many uninsured persons in this position.
These psersons then contribute to higher hospital costs to absorb revenue
losses.

My concern la that the House address the lack of assistance for these
persons— possibly through a resolution to Congress and a review of the State %
current funding and eligibility requirements for medical assistance outside
federal programs.

Sincerely,

Sitka Community Hospital
209 Moller Drive
Sitka, AK 99835



O/V'SS

ATTACHMENT D

Add at end of paragraph (d), line 21, page 7, Section 7 of CSCSHB98

(HESS),

The Commission shall set rates for facilities in the State so that,
taking into account projected rates of utilization, the aggregate
state payments to health facilities will not exceed the budgeted

amounts for the state fiscal year.

Add between lines 22 and 23, page 7, as a new paragraph under Section

7 of CSCSHB98 (HESS).

(e) For the state fiscal year 1987, beginning July 1, 1986, the
commission may establish new prospective payment rates for any
facility whose rate for any part of state fiscal year 1987 was
set before the effective date of this amendment, if a new rate Iis
necessary to allow the commission to carry out the intent of

subsection (d) above.
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February 25, 1936 e

ohn Pu mmissioner

ep artm%nt oto I-[Tealth and Social Services
Pouch H-01

Juneau, Alaska 99311

Dear Commissioner Pugh,

| have reviewed the amen ments ¥ U have Fro osed to HB 93
concerntn% rate setting h facil We will be
opposing them and any chances at this time.

We will submit the attached amenFments for consideration b
the committee if 1t feels compelled to move [n the directidn
|nd|cated by the amendments you have proposed.

I want to thank You for the t|me Kour staff has s?ent working
on th |ssue ith me.  While we have not Reen able to reach
agreement 0 better appre0|ate each other's position.

Sincerely,

Denn|3 L. DeWitt
President

cc. Senator Bettye Fahrenkamp
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TESTIMONY BEFORE
SENATE 1IESG_COMMITTEE
FEBRUARY 27, 1986

STATEMENT Ol DEPARTMENT AMENDMENTS TO
HOUSE BILL 98

/

Madame Chair and members of the Senate Health, Education and

Soclal Services Committee.

I am Dennrs L. DeUitt, Presrdent of the Health Association of

Alaska w Ich reﬁ]resents over fs pitals and nursrng homes
In Alaska. before you thrs a ternoon to addres
prop?sed amengments tg House Bi II amending
development of rates for health acrIrtres bg the Medrcard
Rgte ommission. pecifically, we o g amendments to
AS 47.07.070 and 47*07,130" as propose by the Department
of Health and Social Services.
In 1883 tI] association worked with the Department of Health
and “Social Seryices  to develop a prospective pa ment system
or the medical assi tanr:ﬁ rm that would Ir
comg ensate vengors hea I ties) and ermJt the
department to better orecast th ugetar needs o th
gr ram to the %S ature. leve ese amendments
Im I)r retr eat Prom the notron a ne a process
of halancing the state budget o he bac ea th
facilities.
It IS important to review the statute, the |ntent Ian uage,
and some IOof the act vrt les that hav brou 9 h% J
amendments. First s look at the inten anguage ound in
Section 2 of Chapter 95 SLA 1933-
"The legislature acknowledges the need to pay healt
facil rtr‘qes afor servr(ie Prgvrdeg tci %enefr%r%rres o}}
state Qrograms at a level that Y\”H meet ‘he _
nrooor 10 Ee share of the tota |nancra regurrements
It |es that a e atfributable to th se programs
grven ent c?t ectrve ana ement and
eratons 0 suc a& |ities. . The egrslatr%re frr]ds
ecaus Med rcar B H/Iorn stat edera
program and because federal Medicaid funds have hbeen and
are” likely to continue to be reduced dra matrcaIIy, a



ATTACHMENT A

Section 47.07-070(d) is amended by adding new subsections:

(d) Payment to facilities shall be adjusted pro rata on
July 1 to reflect any difference between budget appropriation
for the state fi:seal year beginning that date and the
forecast of mediccal assistance paj*raents to facilities made
pursuant to Sect:.on 47-07.180. In the event that payment to
facilities 1is recduced below the rate approved by the
commission, the commission shall calculate the estimated
aggregate amount of reduction and report that amount to the
governor and legislature by February 1 following any
adjustment made pursuant to this section.

(e) If the forecast exceeds the actual expenditures, any
funds remaining from the legislative appropriation shall be
paid to facilities on a pro rata basis up to 100~ of the
approved rate.

Section 47*07*180 1is amended by adding a new subsection:

(b) By March 1 of each year, the commission shall
develop an annual forecast for the fiscal year starting the
next July 1, of medical assistance program expenditures in
facilities under the jurisdiction of the commission. The
forecast shall consider anticipated utilization and payment
rates for each facility. The methodology used by the
commission to develop the forecast shall be consistent with
the regulations governing the commission®s rate-setting
process. The report shall include reporting of any reduction
in payment to facilities in the current fiscal year and the
amount necessary to fully fund the rates approved by the

commission.
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Testimony

HB 98

February 27, 1986
Page two

"retrospective payment system no longer serves as an
appropriate method of compensation, nor does it respond
with appropriate flexibility to continued federal
cutbacks. A prospective payment system is necessary to
prudently address payments to health facilities under th
medicaid and general relief medical assistance
programs."

GJ.eariy the legislative intent was to assure that facilities
received appropriate compensation for services provided
rather than the type of discounting that was taking place at
that time in Alaska and even more so in most other states.
The intent to be a good business partner 1is as evident 1in

this statute as it is in House Bill which the governor
just signed which requires the state to make prompt payment
or pay interest just like the rest of us. The concepts in

Chapter 95 SLA 1985 are the same in that they say that the
state 1is not eititled to take a discount from its vendors
just because it is an easy way to balance its budget, or it
wants to buy more than the dollars it is willing to
appropriate will allow. Neither you nor | have this luxury,
neither should the state.

The current law, Section 47.07.070(b)states

"In determining a rate of payment to a health facility
under this section, the commission shall consider the
proportionate share of the facility"s financial
requirements for patient care for..."

We believe that this clearly states thatthe rates paid to
facilities must fairly consider the costs of operating the
facility. It does not suggest a rate based on the volume of
services the state wishes to purchase divided by the amount
the state wishes to appropriate for the medical assistance
program.

There seems to be little question that the legislature knew
that the federal financial participation was being reduced,
that historically facilities had not been reimbursed fairly
in any business sense and the need to address that
situation. We believe that these factors were important
considerations in the move to a new payment system.

We further believe that the legislature felt that an
independent commission should be the judge of just what was
fair rate of payment to health facilities. The governor was
given the authority to appoint five commissioners to do
that.
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February 27, 1936
Page three

The commission has done its work and reported its recommended
rates back to the department. The aggregate payments which
will result from these rates exceed projected budget limits
that were established in the past fiscal years, because the
iystem, which has been struggling, 1is not yet prospective.

S have been assured that the process should be prospective
by July 1986. This association is more hopeful than anyone
that that time table is kept. It is through a true
prospective system that you will be better able to make
budget decisions and we will be better able to make
management decisions. The legislature will know the price
and can then make an informed decision on what and how much
health facility services it intends to purchase.

Let us come back to the rate increases that seem to be the
concern of the department in these amendments. We must
object to the notion that this industry is somehow inherently
dishonest because the budget forecasts and the approved rates

are not the same. I dare say that we wc "Id not be having
this discussion if the appropriation exceeded the aggregate
rates. But such 1is not the case.

This industry has been attempting to deal with conflicting
directions from commission staff. We have been trying to
play prospective while our rates are set one and two years
after the fact. Add to this the fact that there have been
delays 1in payments from the program at the level of approved
rates once they were set. We have acted with great restraint
and devoted countless hours of facility staff time to doing
and redoing forms as requested by the commission staff. We
believe that the new Executive Director 1is the "light at the
end of the tunnel"” in terms of reasonableness in the
"process" part of the commission activity. We still believe
that a prospective rate determined by an independent
commission 1is in the best interests of all concerned.

We believe that we have subjected ourselves to intense public
review in the form of Medicaid Rate Commission public
hearings and public rate setting. We have struggled With the
regulations and worked to assure that they accurately
reflected the financial needs of health facilities, so that
we would not continue to be required to subsidize Medicaid
patients through hidden taxes on the private pay patient or
in many cases a tax on the municipality which owned the
facility. We believe that the Legislature should look beyond
the raw numbers of aggregate budget or specific percentage of
rate increase. We believe that the legislature should look
to see if in fact the previous rates and payments were a
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prime cause of the deterioration of the physical plants in
many of our rural settings. Perhaps we should ask 1if the
rates charged at Careage North and Nakoyia were directly
related to the problems found in licensing surveys and
whether the rates at Denali Center and Our Lady of Compassion
Care Center result in the excellent quality of care now found
in those facilities.

The notion of an independent commission vas developed because
it was thought that the unbiased nature of such an entity
could develop answers for the Legislature. We hoped that the
Legislature and the department would not "shoot the
messenger™ but rather consider the realities that it presents
and deal with the question of how much you wish to purchase.

If it is the intent of the department to recommend and the
Legislature to accept rates tied to the state budget
appropriations then we have an alternate proposal with which
we are prepared to live. The language (Attachment A)
provides a process which has four steps:

1. The Medicaid Rate Commission forecasts the
appropriation needed to pay facilities at the rates the
commission approves for the volume the department expects;

2. The budget becomes law;

A percentage is derived by dividing budget
appropriation by the forecast. Payments to facilities are
then made at that percentage of the facility"s approved
rate. IT the forecast proves to be high the facilities are
reimbursed from the "surplus"™ up to 100/1 of the approved
rate.

4. The commission will report to the governor and
legislature the amount needed in a supplemental appropriation
to fully fund the approved rates.

We believe that this process preserves the concept of an
independent agency fairly determining rates based an the
financial requirements of facilities. The department®s
current proposal simply divides the -fee budget up among
facilities without regard to the reality of financial
requirements. We believe the department amendments change
the intent and effect of the prospective payment system, <And
return it to a budget-driven system without any real
attention to financial requirements.



ATT/ CHk T A

Section 47-07-070(d) 1is amended by adding new subsections:

(d) Payment to facilities shall be adjusted pro rata on
July 1 to reflect any difference between budget appropriation
for the state fiscal year beginning that date and the
forecast of medical assistance payments to facilities made
pursuant to Section 47.07*180. In the event that payment to
facilities is reduced below the rate approved by the
commission, the commission shall calculate the estimated
aggregate amount of reduction and report that amount to the
governor and legislature by Februaryl following any
adjustment made pursuant to this section.

(e) If the forecast exceeds theactual expenditures, any
funds remaining from the legislativeappropriation shall be
paid to facilities on a pro rata basis up to 100~ of the
approved rate.

Section 47.07*130 1is amended by adding a new subsection:

(b) By March 1 of each year, the commission shall
develop an annual forecast for the fiscal year starting the
next July 1, of medical assistance program expenditures in
facilities under the jurisdiction of the commission. The
forecast shall consider anticipated utilization and payment
rates for each facility. The methodology used by the
commission to develop the forecast shall be consistent with
the regulations governing the commission®"s rate-setting
process. The report shall include reporting of any reduction
in payment to facilities in the current fiscal year and the
amount necessary to fully fund the rates approved by the
commission.



Assumptions
A. Medicaid served 14880 children in FY85 and performed 1105 deliveries
in 1984.
B. FY8:5 recipient count is 25,422 recipients.

C. FY85 cost per recipient: (based on FFY85 hCFA 2082)

Children Adults
1. institutionalized care 736.89 1558.00
2. ambulatory care 604.17 864.57
3. total 1,341 2423
D. The cost per recipient for MN is 1.26 greater than the cost per

Medicaid recipient. Memorandum from Jarriette B. Fox)

E. The MN will increase total recipients by 6% or 1525 recipi—
ent. (25422 X .06 = 1525).

F. 0f the 1525 recipients 7.4* or 113 will be pregnant women the remain—
ing 1412 will be children. (1105 r 14880)

The cost of MN children equals 1.26 times the number of children times the
average cost per child for ambulatory service only.

(1412)(1.26)(604.17) = $1,074,890.33
The cost for pregnant women equals 1.26 multiplied by the number of preg—
nant women multiplied by the average cost per all recipients for total

care *.

113 (1.26)(2423) = $344,986.74

G. Summary - Projected expenditures for a limited medically needy
program.
$  Recipients
Total 1,419,877 1,525
FFP 709,938

* You may wish to include the complicated pregnancy related cost of the Cat
Illness Program.



Diagnosis divided into categories:

Primary Q@ithin cost to Ot cost
Diagnosis It ot cases category program to Drogram
Complicated Pregnancy 43* 1,372,924.33
& Premature Births
a. pregnancy related cost 31 42 135,333.75 10
b. premature related cost 38 58 1,237,590.58 90
Other Medical 64 900,067.00
a.respi ratory/asthma/COPD 9 14 200,428.46 22.5
b.digestive disorders/ulcers
chrones/liver/gall bladder 19 30 166,884.66 18.5
c.meningitis,encephilitis 5 7.5 163,135.56 18
d.bone & orthopedic 12 19 158,211.12 17.5
e.diabetes 4 6.5 79,414 .41 9
f.blood disord.clots.hemmorhane 5 7.5 50,222.52 5.5
g-appendectomy 8 12.5 36,821.62 4
h.AIDS 1 1.5 33,994.76 3.5
i.seizure disorders 1 1.5 10,953.89 1.5
Trauma 33 378,539.82
a.falls(other accident) 15 46 118,978.97 31.5
b.motor vehicle accident 11 33 117,140.02 31
c.burns 5 15 104,778.16 27.5
d.selT-inflicted 2 6 37,642.67 10
Cardiovascular 18 253,085.69
fcoronary bv-oass,
heart disease)
Cancer 15 192,573.18
fleukemia/Hodakins)
Other GYM 18 59,694.68

fhvsterectomv/ectopic
preg/urinarv)

*ComDl. Dm . and premature birth: 26
Premature only: 12
Complicated pregnancy only: 5



Cost Projection for Adding Adult Dental Services to Medicaid

Assumptions for Cross Over

1. Tl.e ratio of nonnative to native children using dental services
under Title XIX is 2.5 : 1. (based on unduplicated count FFY85

HCFA 2082).

2. The ratio of non native to native adults using dental services
under the GRM programs is 11.6 : 1. (based on unduplicated cc"nt

FFY85 HCFA 2082).

3. Total number of natives and non native adults using the GRM
Dental services in FY85 was 162 and 1874 respectively

(unduplicated count from HCFA 2082).

4. The difference in the ratio of users between Title XIX and GRM 1is
due mainly to the availability of PHS to cover the adult native
dental care. The number of native adults who would use Title XIX
dental services is estimated to be 1874 divided by 3.5 or 535
recipients. I calculated this number by assuming that the ratio
of adult natives to adult non native users should be the same as

the children ratio in Al.

5. The average cost per recipient for FFY85 for GRM dental was

303.16.



We could expect at least $162,190.06 in new dental bills from
cross over and 535 recipients. Some portion of this would come

through PHS at 100% FFP.

Overall the same GRM limitations on adult dental services would
be applied to the Medicaid program. Dental coverage would be
limited to emergency services for relief of pain and infection

only.

The GRM non Medicaid adults accounted for 25% of the GRM dental

expenditures and recipients. These clients would loose services
when and if dental services are no longer covered under GRM. A
savings of $195,757. THis may not be true, an individual 1in pain

and infection may show up at the hospital for treatment.

GRM Dental FY86 Projection (without change)

State Expenditures 783,030
Recipients 3,526
Claims 4,649
Units of Service 12,786

Based on monthly MR-0-112 as of 12/86. Plase note recipient

count is not duplicated.



10.

FY86 Project X 75% plus cross over = Medicaid Projected Expense

from GRM transfer

Expenditure 587,272 + 162,190.06 = 749,462
Recipients 2,644 + 535 = 3,179
Claims 3,486 + 706 = 4,192
Units 9,586 + 1,942 = 11,528
Federal Share 37,731
State Share 374,731

Increased Coverage

In North Carolina and Connecticut dental servic.s represented
2.02% and 9% of total expenditures respectively. Total dental

expenditures for adults was 1.26 to 1.75 that of children.

$ Recipient S/Recipient
Per the FY85 HCFA 2082. Medicaid 1.422 mil 5857 $242.95
GRM 671,806 2216 303.16

In FY86 the Division was authorized $1,583,500 for EPSDT Dental

Based on the ratio in Bl the total dental services cost for
adults is assumed to be 1.26 times as great as the childrens
total expenditures (1.26 X 1,583,500 = 1,995,210).

The dollar amount due to increased utilization would be
$1,995,210 minus the dollar amount transferred from GRM or
(1,995,210 - 749,462 = 1,245,748)

Based on the cost per recipient in BIl, total number of new
recipients based on increased utilization would be 1,245,748 r
303.16 = 4109



7. Native population represent 31% of the total Medicaid recipients.
Thus of the 6478 new recipients 2,008 are native. Some of these
W Il utilize IHS facilities which are reimbursed at 100% federal.

Summary

1. Dental services will now be provided to all Medicaid recipients
through Title XIX.

2. All adult non emergency services must be prior authorized,
preventive services and dentures are not covered.

Current Utilization GRM
Title XIX Factors + Transfer Total
Dental Recipients 5,857 4,109 3,394 15,729
DentaT Expenditures 1,583,500 1,245,748 749,462 3,578,710
FFP 791,750 1,135,552 374,731 1,789,355
TOTAL
5,857 3,394 3,394 9,251
1,583,500 688,974 754,019

1,442,993
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40 S8

Ffl 1<581] Dental Services

Medical Care and Services

6287

"Dental services" arc defined as any diagnostic, preventive, or corrective
procedures administered bv or under ttic supervision of a dentist in the prac—
tice of his profession. Such services include treatment of the teeth and other

structures of the oral cavity, and of disease,

injury, or impairment that may

affect the oral or general health of the recipient. The term "dentist" means

an individual licensed to practice dentistry or dental surgery. Sec

concerning dental care under EPSDT.
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11. Noninstitutionalized Disabled Children

A slate 3Medicaid plan may cover disabled children of age 18 or younger who are
living at home but do not qualify for SSI or state supplementary payments because of
their parents™ income or resources, provided that: (@) they would qualify for SSI or
state supplementary payments if they were in a medical institution; (b) they need a
hospital, SNF, or ICF leel of care; (©) home care i medically and otherwise
appropriate; and (d) the cost of home care would not exceed the cost of appropriate
institutional care.

This gotion, which was added to the federal Medicaid law at 81902(eX3) by 8134
of the 1982 Amendments, isexplained further under .44, below.

12. The Medically Needy

A state3 Medicaid program may cover individuals who are “fedically needy"
(see Rey. &435.301). As mentioned at Guide 114,211, these are individuals whose
income and/or resources may be too high to qualify as categorically needy but who, in
the view of the state or territory, cannot afford to pay their medical hills. The
requlations (Reg. &435.4) define the medically needy as aged, blind, or disabled
individuals, or as families and children, who are otherwise eligible for Medicaid, who
are not categorically needy, and whose income and resources are within limits set
under the state"s Medicaid plan.

Thus, a state3 Medicaid program may set income and resource eligibility leels
for the medically needy that are no loner than the lewels for comparable groups of
categorically needy individuals, but no higher than allowed by federal regulations.
Furthermore, applicants must be allowed to “Spend down" to the medically needy
income eligibility level by incurring medical expenses. Details concerning these and
other aspects of financial eligibility for the medically needy are explained at fl 14,311
inthe Guide.

When a state$ Medicaid program covers any individual in one of the following
groups, itmust cover all individuals who are eligible to be members of that group. Also,
there are these rules and options concerning coverage of the following groups as
medical ly needy:

@ H@H'tV\UT'mr-G)verage of the medical ly needy must include all pregnant
women during the course of their pregnancy if they would be eligible for Medicaid as
categorically needy except for their income and resources (see Reg. §8435.1, 435.301,
and 436.301). It may include other pregnant women who meet the financial eligibility
standards for the medically needy. (See Social Security Act 881902(aX10XC) and
1906(a)(viii) and Public Law 97-248 §137.)

o | U’[H@ 18 Coverage of the medically needy must include
individuals under age 18 who would be eligible for AFDC or SSI except for their hige:-
income or resources. (See Social Security Act 81902(@)(10)(CXin)(1) and Public Law
97-248 8137.).

© InovidLiels mirageﬂ- Coverage of the medically needy may include
financially eligible individuals who are not included in (b), above, ifthey are under age
21, or under age 20, 19, or 18 as the state provides. (See Reg. 884%.1, 435.301,
435.308,436.301, and 436.306.) / =
»i <) rrétiva.— Caretaker relativesmay .be covered as medically needy
if thfy""Teet the AFDCdefihitioh of a Taretaker relative caring for someone
determined to be a dependent child according to criteria in the state SAFDC plan (see
Reg. 88435.1,435.301,435.310,436.301, and 436.310).

Mj_%ara and Madlcald Quid* If 14,251
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[1114,595] Other Diagnostic, Screening, Preventive, and Rehabilitative
Services

The law (Law 1905(aX13)) clls these services “Gther diagnostic screening,
preventive, and rehabilitative services." The regulations (Reg. £440.130) omit the
word “other and describe them as folloss:

“Diagnostic services," other than those for which provision ismade elsewhere
in the requlations, include any medical procedures or supplies recommended for a
patient by his physician or other licensed practitioner of the healing arts within
the scope of his practice as defined by state law, to enable him to identify the
existence, nature, or extent of illress, injury, or other health deviation in the
recipient.

""Screening services™ consist of the use of standardized tests performed under
medical direction in the mass examination of a designated population to detect
the existence of one or more particular diseases or health deviations or to identify
suspects for more definitive studies.

Jv “Preventive services" are those provided by a physician or other licensed
practitioner of the healing arts, within the scope of his practice as defined by state

m"am law, to prevent illress, disease, dissbility and other health conditions or their

progression, to prolong life, and to promote physical and mental health and
efficiency.

"Rehabilitative services," except as otherwise provided in the regulations,
include any medical or remedial services recommended by a physician or other
licensed practitioner of the healing arts, within the scope of his practice under
state law, for maximum reduction of physical or mental dissbility and restoration
of a recipient o his best possible functional leel. See also .71, below.

Consult the Medicare Topical Index for references to discussion of these services
under Medicare.

01 Sources.—Soc. Sec. Act §1905(a)(13), federal regulations. The referral was not an

1
§ 17,335, Reg. 42 CFR §440.130, J 21,556. adequate prescription because the treatment was
provided in an unstructured setting without the

71 Rehebilitative services— Wisconsin,  SUPEIVision of a psychiatrit, _
Treatment provided by a psychiatric social worker ~ Hildebrand r Departrent ot Health and Skl
to whom the recipient’ Was referred by her ~ SIVICES ot Stale ot WSIUBIN. Wis. Cir. Cl. Dane

County, No 138-351, Aug 15, 1973 (This decision was

sychiatrist docs not constitute "other medical un
&ehabllltatlve] services’ under Medicaid because ~ 9nginaly reported at NEW DEVELOPMENTS

is treatment was not “prescribed” as required by

[H 14,601] Hospital and Nursing Home Services for Aged Persons in Mental
Disease Institutions

The federal Medicaid law (81905(a)) provides for “inpatient hospital services,
skilled nursing facility services, and intermediate care fecility services for individuals
65 years of age or over in an institution for mental diseases.” The law (81902(a)(44))
requires a physician 3 certification of need for inpatient mental hospital care, periodic
recertification by appropriate medical personnel, and a plan of care established and
periodically evaluated and reviewed by a physician. As explained at 14,729, such
servicesare subject to utilization control requirements.

The regulations (8440.140) require inpatient hospital services for individuals 65
or older in institutions for mental diseases to be provided under the direction of a
physician in an institution for mental diseases that meets the requirements in
8405.1035 and 405.1036 of the Medicare regulations, except for certain admission
review and utilization review requirements. An institution for mental diseases (under

Meddcareand Vedcaid Guice u 14,601
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DKPT. OF HEALTH AND SOCIAL SERVICES DS ) ckn g0y
DMSON CF VEDICAL ASSSTANCE PHCNE:  (907)

465-3355

February 6, 1985

The Honorable Jim Duncan
Pouch V
Juneau, Alaska 99811

Attn: Roxanne Stewart
Dear Representative Duncan:

This is in response to your recent request for a program description and
financial assessment related to adding personal care under the Alaska
Medicaid Program. 1 !

In order to explain more clearly our plans for FY86, it is necessary to
clarify the three different categories of personal care that could be
offered by the State in FY86. These are:

1) Personal care associated with preventlngxan”®indiv>i“dual:S\place- |,
~h*urS"fn"grhome.) Here personal care services would
typically be combined with home health, homemaker, physician and
other services to address the individual®s medical problems.

2) . Personal care associated with enabling® an individual to gain
employment and become more Independent. Here personal care would
typically be combined with® vocational rehabilitation services.

3) Personal care services associated with an individual*s®eMVjary- »

persop-n~~ care, dui in neea ot assis—
tance with personal hygiene, dressing and other health related
activities. In these cases if personal care services are not
available, these needs would typically be met by relatives,
friends or volunteer groups. In some areas of the State home
health aide services are available on a limited basis to meet a
part of these needs.

For the last two years, the Department has selectively offered the services
described in category #1 as Commissioner®"s exceptions through the State
funded General Relief Medical program. The Department does not believe it
appropriate to continue this practice as limited FY86 funding does not *



permit equal access to all persons eligible for this alternative program.
Given the potential number of eligible persons, this service shMftfii'e
managed under Medicaid where federal funds can be earned, and all eligible
persons have equal access to It. Therefore, this Administration has
submitted a Medicaid waiver, to formally establish this alternative program
and make it available on a statewide basis to the extent the services are
available to purchase in each community. The outcome of this Medicaid
waiver application will not be known until late March 1985.

In addition, the Administration 1is committing $100,000 as a transfer from
the Department of Health & Social Services to the Department of Education
for persons who need the second category of service described above.

The third category of personal care described above is the "persoral care"
addition that we have priced for you to consider. Again, these are typi-—
cally individuals who do not require so much personal care that they are in
danger of "imminently needing nursing home care", nor are they participat—
ing in a vocational rehabilitation program. Personal care is in fact a
"gap" in our continuum of medical services at the present time. Again,
while home health aide services are available in somercommunities, the
unints of services available are limited and it should not be viewed as a
substitute for personal care.

Table 1 displays a continuum of service ranging form simple homemaker to
acute medical care in skilled and intermediate nursing facilities. The
second row in the chart denotes the level of care provided in oach compo—
nent. An increasing level of medical need is assumed as one moves from
left to right on the chart. Also, the service components on the right hand
side of the chart generally include those on the left hand side. The
reverse is not true. For example, a nursing home client is provided
housekeeping, physical-" therapy, personal care, nursing and residential
services by the institution while a person with homemaker services does not
need or receive the same level of services provided in a nursing home.
Lines three and four show the expected funding source and state agency
responsible for the specific service on the continuum.

Our estimated cost to add personal care coverage under”Med!ca.id.1l;s: $2.A
million annually ($1.2 million.In State funds).- Based on oTherstates”
experience we estimate approximately 455 Medicaid recipients monthly would
use this service if offered”. Table Il gives our assumptions and analysis
in arriving at these estimates.

Just as the Medicaid Waiver program would limit the cost of services to no
more than 90% of nursing home care, personal care should also be limited.
The Division®"s analysis assumes that services will be limited to a maximum
of 170 hours per month, or 50% of the average nursing home rate. This
maximum reimbursement level would include the cost of home health, personal
care and homemaker services. Programmatically any individual whose care
exceeds 50% of the nursing home rate would still be served but under the
Medicaid waiver rather than the personal care option.

All states that offer personal care limit the amount of personal care
services available. Examples include: Minnesota, 200 hours per month;



Nevada, 40 hours per week; Nebraska, 40 hours per week; others limit the
reimbursement: New Hampshire, $40 per day; Montana, minimum wage + 15%;
Nebraska, minimum wage; Maryland, $10 per day.

If 1 may provide any additional information, please let me know.

Rod Betit
Director



Continuum

Level
jf
Care

Funolng
Agency

Funding
Sources

Type
of
Service

I Homemaker

non-medical

FYS
Public Health

SGF
Social Services
block grant Vi~

housekeeping
chore service
laundry

meal preparation

Personal Care
medical
support &

maintenance

DVR
DMA

SGF
XX

personal
care

Home
Health
Care

medical
rehabil-
itation

DPH
DMA

XX

nursing

home healt 1 personal

aide
PT/0T

TABLE 1

Foster Care

non-medical

FYS

SGF
Social Services
block grant

room & board
care

Residential
Care

non-medical

DFYS
DPB

SGF

room & board
housekeeping

D\J £_
OM.A-

- D

Medicaid
Waiver

Intermediate
nursing

DMA

Medicaid

foster care
day care
respite care
home health
personal care
residential
homemaker
nursing

Medicalc
Institute ... -
Care

skilled &
intermediate
& acute

DMA
DPB

Medicaid
GRM

room S board
nursing
PT/0T
personal
homemaker

care

'‘Ofv h\0E AcsiT OHIrSA

- Sh

ru'vel



Table 11
Assumptions

This projection for pej*nal care services is based on the following:

(a) personal care services can be divided Into two categories of
allowed XIX services (personal care and medically related home
care).

(b) Oregon showed a average of 21.2 hours personal care and 38.12
home care per case per month.

(c) unit cost is based on 1 hour of work.

(d) recipient utilization figures for the Oregon personal care
services program showed total utilization equal to 8.6% of the
Aged, Disabled, Blind eligibles.

1. 30% Personal Care (PC) reimbursed at S11.90 per hour.
(Oregon®s hourly rate multiplied by 1.25)

2. 70% Home Care (HC) at $8.13. (Oregon®s hourly rate
multiplied by 1.25)

(e) Alaska has approximately 5200 APA recipients.

Projected Cost Personal Care Services
Hrs. $
Single recipient PC/mo. 11.2 133.28
Single recipient HC/mo. 38. 508.94
Single recipient PC&HC/mo. 49.2 442 .22
Single recipient yearly 509.4 5,306.664

Total 455 recipients 2,686.32 2,414,521.20
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EXHIBIT A

Surgical Necessity - Procedures

The following require prior authorization for the surgical necessity of the
procedure to be performed:

Requires Level

of Care
Procedure Name ICD-9-CM Code Authorization
Antireflux Procedure (Hill, Nissen, etc.) no
Arthroscopy of Knee 80.26 no
Bunionectomy yes
Bunionectomy w/osteotomy first MT. 77.51 yes
Bunionectomy w/athrodesis 77.52 yes
Bunionectomy w/soft tissue correction 77.53 yes
Excision Bunionette 77.54 yes
Bunionectomy NEC 77.59 yes
Cataract Extraction
Intra caps extract lens by temp, 13.11 yes
intra caps lens ext. NOS 13.19 yes
Linear extracarpal lens ext. 13.2 yes
Simple aspiration lens ext. 13.3 yes
Phacoemulsif and aspiration 13.41 yes
Phacogragment and asp. cataract by post route 13.42 yes
Phacofragment and other aspiration cataract 13.43 yes
Extra caps extraction lens by Temp. Inf. route 13.51 yes
Other extra caps extraction lens 13.59 yes
Discussion of primary membrane cataract 13.61 yes
Discussion of secondary membrane cataract 13.65 yes
Excision of primary mambrane cataract 13.62 yes
Mechanical fragment of prim membrane cataract 13.63 yes
Secondary 13.65 yes
Other cataract extraction 13.69 yes
Insertion of prosthetic lens, NOC 13.70 yes
Insertion of prosthetic at time of cataract ext, 13.71 yes
Carotid Indarterectomy 38.12 no
Cesarean Sections - elective 74.0
(emergency within 24< of procedure) 74.1
74.2
74.3
74 .4
Coronary Bypass 36.10 no
Cholecystectomy 51.21 no
51.22
Deviated septum - septoplasty 21.88 yes

21.5



Procedure Name
Dilation and curretage

Hemorrhoidectomy
Hemorrhoid Cauterization
Hemorrhoid Destr-Cryotherapy
Hemorrhoid Ligation
Hemorrhoid Excision
Evacuation of thrombosed hemorrhoids
Other procedures on hemorrhoids
Hysterectomy
Subtotal abdominal hysterectomy
Total abdominal
Vaginal hysterectomy
Radical abd. hysterectomy
Radical vag. hysterectomy
Femoral popliteal bypass
Laminectomy
Ligation and stripping of varicose veins
Leg
Arm
Mastectomy

Menisectomy, knee

Obesity surgery

Prostatetomy - TURP

Tonsillectomy/Adenoidectomy
Tonsillectomy without adenoidectomy
Tonsillectomy with adenoidectomy
Adenoidectomy without Tonsillectomy
Excision of tonsil tag

Total hip replacement (except with hip fracture)

ICD-9-CM Code

69.02
69.09
49 .4

49 .43
49 .44
49.45
49 .46
49.47
49 .49

68.
68.
68.
68.
68.

~N o o b~ w

38.57
38.53
85.4
85.41-48
80.6
44 .69
60.2

28.2
28.3
28.6
28.4
81.5
81.59

Requires Level
of Care
Authorization

no

yes
yes
yes
yes
yes
yes
yes

no
no
no
no

yes
yes
no
no
no
no

no
no
no
no

no



Medical Diagnoses/Symptoms - Treatments

The following require prior authorization for the medical
admission to an acute care facility:

Diagnosis/Symptom

Abdominal pain for diagnostic work-up
Depression
Depression disorder/state
Major depressive -disorder single episode
Major depressive -mild
Major depressive -moderate
Neurotic depression
Brief depressive reaction
Diagnostic work-ups
Observation for suspected mentalconditions

Special investigation andexaminations
Eyes/vision
Ears/hearing
Dental
Gynecological
Pregnancy exam
Radiological
Laboratory
Diagnostic skin & sensitization tests
Other specified exams
Unspecified exams
Dysmenorrhea
Psychogenic
Back pain - chronic
- unspecified
- psychogenic
Benign hypertension

Diabetes Mel litus
- non-insulin dependent w/o complication
- insulin ddependent w/o complication
Gastroenteritis
Headaches
Migraines

Tension
Impacted cerumen

necessity of the

ICD-9-CM Code

311
296.20
296.21
296.22
300.4
309.0

V.71.01 (adult)

V.71.02 (child)

V.71.09 (unspec)
V.72

.72,
.72
.72
.72
.72
.72
.72
.72
.72,
.72,
625.3

306”72

<< < < <
A WN RO

< < < < <
©O© 0 N4 o O

724.5
307.89
401.1

401.9

250.00
250.01

558.9

784.0

346.0, 346.1
346.2, 346.8
346.9

307.81

380.4
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January 16, 1986

REPORT TO THE COMMISSION

INTRODUCTION

Since coming to the Commission on December 1, 1985, 1 have
conducted a revieu 'of the system for budget reporting and
revieu, internal operating procedures and the report provided
by Uolfe 8 Associates on cost containment. The Commission is
still operating behind schedule. There are eight of the
tuenty-seven facilities that have not had rates approved for
the 1985 fiscal vear, including one facility uhose stub
period for the 1984 fiscal vear has not been set and one
facility who has a formal appeal on their 1984 rate. Several
facilities'’ rates have been set subject to d -.isions on
Providence Hospital's 1985 rate. A feu 1986 rate, have been

revieued.

The rate setting process uas sloued considerably by numerous
appeals for the 1984 budget cycle and late a< Dption of
reporting and rate setting criteria for the 1985 :ycle. In
late 1984, facilities uere required to resubmit bu' gets based
on a neuly designed budget revieu fo; tat. Oon
January 25, 1985, the Commissionschanged the units of payment
for the facilities thus requiring additional reporting and
budget changes. The rate setting process for the 1985 fiscal
vear did not actualL”™~begin until mid-1985.

The budget revieu process is tailored after reporting
require lents from the State of Uashington. The State of
Washington is a rate-regulated state and sets rates for
facilities licensed as hospitals.

The budget revieu and rate setting process used by the
Medicaid Rate Commission is a total budget revieu process.
The operating procedures used by staff resemble more a total
facility rate setting process rather than a process for
determining a payment rate to- Medicaid. There has been
little attention paid to services covered by Medicaid,
utilization of the facility by rt-;?caid, or costs associated

uith Medicaid.
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STATE PLAN AND THE MEDICAID RATE COMMISSION

States participating in the Medicaid and Med’care programs
must submit on an annual basis state plai.s. These plans
identify programs and methodologies used by the state to
provide payment and services for the Medicaid program. With
the changes in legislation that resulted in the establishment
of the Medicaid Rate Commission, significant changes in the
state plan occurred. The State of Alaska has had approval
from the Health Care Financing Administration for the 1984
State Plan uhich ended June 30, 1984. Houever, the 1985 and

1986 state Plans have not been approved.

The Health Care Financing Administration (HCFA) wuould not
accept components of the rate setting process in this state.
These components include bad debt, charity, contractual
adjustments or discounts taken by Medicare and the Veterans
Administration as allouable expenses to be built into the
Medicaid payment system. Other areas such as the audit
function, payments higher than charges, and assurances that
the federal government uould not be asked to participate in
greater than its share of cost reimbursementare still
unresolved issues.

There has been substantial confusion about the state plan and
the rate setting system in this state. Components that the
federal government uwvould not participate in uere deleted from
the state plan‘uith the misconception that the state could
then proceed to include these elements uithin the rate
setting and not ask for federal participation. This is not
the case. The state plan is to be a reflection of the actual
process for rate setting. The state does not have the
latitude to participate in the Medicaid program operating
under a system different than that cpproved by HCFA. The

state must also have an approved plan.

This has left the state in the aukuard situation of operating
in an out-of-compliance condition. The result of such an
out-of-compliance condition uill be substantial reduction in
federal payments as it is determined uhich components of our
rate setting process the federal government uill participate
in and uhich componentsu ill not be accepted. 1 f the
situation is not corrected, the state does run the risk of
losing all state funds. It is someuhat unclear uhat wuwould
happen if HCFA rejected our state plan. Ultimately federal
funds could be uithheld in the entirety. Although state
representatives met uith the HCFA representatives in Region X
in Seattle and uas given assurances that this process could
be uorked out, the ultimate decision uill be made in

Baltimore.
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While the State of Alaska may be able to adjust the state
plan to gain approval from HCFA, operating out of compliance
cannot be a permanent situation. The operating procedures
and rate setting process uithin the Medicaid Rate Commission

must be the same as that state plan.

THE BUDGET REVIEU RATE-SETTING PROCESS

The budget revieu and rate setting processes evolved as one
of a total budget concept. After considerable discussions
uith staff, it is apparent that the process is to determine
uhat a facility needs in the rate setting process. The
process has moved from the development design and
determination of payment system for services covered by a
third party payer to a budget and rate setting process.

Staff operates as though they are actually approving a budget
for a hospital rather than setting a payment rate for
Medicaid.

The process is extremely detailed, setting up general

standards .of percentage increases. The process uses
different units of measure depending upon uhether it is a
hospital, a long term care facility, or a combination.
Therefore, there is no uay to compare acute care services
among all hospitals or long term care services among all
facilities uith an aggregate measurement. There has been no

revieu of the previously approved rate tD determine standards

of reasonableness.

Apparently no requirement or evaluation of uhether the report

is in conformance uith the reporting manual is made by staff.
There are several discrepancies in the budgets that have been
revieued since December 1, 1985. A revieu process is one
that requires an enormous amount of additional detail from
the facility including line item explanations of cost
increases, reclassification of costs, staffing levels, and
small minute expenditure items. Staff has no standards by
uhich to determine uhether any of these expenses are
reasonable or unreasonable. This left staff in the position
of recommending uhat he or she feels is appropriate.

There is no summary data that has been tabulated by staff.
No national or regional statistics have been brought together
to compute averages for comparative purposes. No attempt has
been made to require a hospital to provide data in any

consistent format.

The operating standards of the staff have been to provide
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budget reviews before the hearings. Timelines and deadlines
uere not a consideration in processing budgets. The process
has evolved to the point where it is nearly impossible tD
revieu a budget uithin the sixty days alloued by regulation.
It is an involved, ‘.etter-uriting, one-qu5stion-at-a-time
process. In short, there is no budget revieu system except
as an individual analyst interprets the data. The operating
and performance standards uere to have a budget revieu
delivered to the Commission before the hearing or placed on

the hearing table.

REPORTING FORMS

The reporting forms as they exist deal strictly uith hospital
budgets. They are a rough draft form that have been copied
out of the Reporting and Accounting Manual. The forms have
not been adjusted ffjr units of measure as adopted by the
Commission nor do they contain adequate information to
determine return on investment as adopted by the Commission.
There are no forms for the freestanding nursing home or the
various outpatient service entities that are to be regulated

by this Commission.

THE MEDICAID REPORTING AND ACCOUNTING MANUAL

The Reporting and Accounting-Manual developed for the use of
the Medicaid Rate Commission is a hospital accounting manual.

It uas tailored after the State of Washington's reporting and

accounting manual for hospitals. There is nothing contained
in it to assist nursing homes or combined facilities in
accurately preparing budgets. Thereis no datum or reporting
for the various outpatient facilities. There are several
errors in the accounting manual and in the budget forms and
reporting instructions. There has been no adjustment to

include the units of measure as adopted by the Commission for
payment. This leaves staff and the facilities in the
position of arguing uhich methodology the individual facility

or staff thinks should be appropriate.
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UNITS OF MEASURE USED TO PAY FACILITIES

The Commission

adopted units of measure for the facilities to
include per day for nursing homes, per day or per diem for
hospital acute care services, and per visit. Presently,,
there are 'no definitions for these units of measure. The
facilities have had no instructions as to hou to cost find
for developing a per unit cost for a rate request. Staff has
no guidelines and no definitions. As a result, staff accepts
any data submitted by the hospital and argues if he or she
does not think it looks right.
As a more significant result Df no definition for units of
measure, no standard methodology for cost finding, and no
requirement that hospitals actually provide data in the
format as found in the accounting manual, there has been a
tremendous process of argumentation through the rate setting
process. The budgets as submitted appear to be riddled uith
errors and in some cases expenses are moved to maximize
reimbursement. This is an especially critical problem for
the combined facilities. There are cases uhere uhat
requirements that are in the accounting manual have been
disregarded by the facility. Expenses are moved from one
cost center to another to resulting in nuch higher costs in
the long term care cost center. Cost centers such as central
services uhere supplies are sold and pharmacy are

being moved

around providing higher reimbursement in the nursing homes.
There is also no standard requirement that facilities provide
data consistently between years. A revieu of budgets show
change in allocation methodology and change in costs that
have been gathered in specific revenue centers from one year
to the next. It appears that this is .more than simply a
learning process and a refinement of the budget revieu
process. Since there is no audit or revieu function, these
problems simply perpetuate from year to year.



Page 6

RATES APPROVED BY THE COMMISSION

The budget revieu and

rate setting process is currently in
its third vear of operation. There are still several
facilities' from the 1985 or second year of operation that
have been set by the Commission. Recapped belou is the
activity on the tuenty-one facilities that have been set for
the 1984 and 1985 vyears. The chart is for illustration
purposes only and does not have adjustments for increased
utilization.
1982/3 1984 1985
Psych ‘ 510,841,662 £11,711,575 £13,092,884
From 1983 8§.02~ 20.76~
From 1984 11.79~
LTC £16,552,508 £1/-.,274,859 £20,569.635
From 1983 10.41~ 24 .25~
From 1984 12.56~*
Hospital only £14,045,491 $16,877,586 $19,708,487
From 1983 20.16+ 40.32~
From 1984 16.77~
The aggregate is 40.3* for hospitals, long term care 24 .3=,
and the psychiatric institutes 20.8* over a tuo year period
of time. Based on the budget si-.mittals for the remainder of
the 1985 and 1986 budget cycles, there appears to be little
slowing of the requested rate increases..
The next exhibit summarizes Commission activity and contrasts
it to the Medicaid budget. The estimate aggregate
utilization is based on uhat uas in the budget. The
inflation assumptions are based on hospital requests and

Commission actions to date.
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COMPARISON BUDGET TO MRC ACTIVITIES (O0O)
HOSPITALS LONG TERM CARE
Budget MRC Diff Budget MRC Diff
1984 $23,754.4 $20,305.7 $3,448.7 $22,514.7 $23,576.8 (s1,062.
1985 25,156.1 24 ,550.8 605.3 25,512.1 26,247.5 (735.
1986 26.796.7 29,719.9 (2.,923.2) 23,587.8 28.871.6 (5,283
$1,130.8 (s7,081.
1f the rate of increase continues, the Medicaid budget will
be $8 million over, for the 1986 fiscal vear. The overage
will be nearly $3 million in hospitals and $5.3 million in
nursing homes. This calculation does not include the
‘disallowances from the federal government when they uill not
participate in costs greater than prescribed in the state
plan. A major cause of the increases is inflation
assumptions of 8 = in 1984 and 1985 and 5* in 1986. The rate
of increase approved by the Medicaid Rate Commission has been
averaging over 15~ a vear.

STAFF RECOMMENDATIONS

1. That the Medicaid Rate Commission through
Director develop a new relationship uith
Medicaid Assistance to secure approval of

2. That the Executive Director provide detailed
to the Commissioners on the progress of
state plan and uhat changes if any the
Commission should consider to assure no
funds to the State of Alaska.

3. Evaluation and redesign of the accounting
manual to include all facilities
Medicaid Rate Commission.

4 . Development and redesign of neu reporting
an abbreviated reporting form as soon as

regulated

forms

the Executive
the Division of
the state plan.

information

approval of the

Medicaid Rate

loss of federal

and reporting

by the

including

possible.

5. A complete revieu of the regulations for conformity wuith
the legislation and proposed changes for consideration .in
draft form by March 1986 for adoption in April 1986.

6 . The design of a comparative analysis system for the 1987
revieu cycle to identify efficiency and inefficiency in

facility requests.



7 . Identification of facilities not vet brought under the
regulation of the Medicaid Rate Commission and notify
such facilities of the reporting requirements by the 1987

revieu cycle.

8 . Evaluation of staffing and functions wuithin the agency to
the Commission by February 1986 uith recommendations for
internal requirements.

9. Immediate adherence to all regulations as they exist

including timely notice on budget reviews and scheduling.

Executive Director

MKB/ss
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DEPT.OF HEALTH AKD SOCIALSERVICES

M EDICAID HATE COMMISSION

COST CONTAINMENT REPORT
November 1985

BILL SHEFFIELD, GOVER\CR

HREWEEDLANE

BNt v

The follouing 1is an analysis of the recommendations provided

by UDIfe B> Associates concerning activities

cost containment.

RECOMMENDATION  441: Establish peer groups

may Tfoster

facilitate
comparative institutional financial analysis and cost
containment.
The report identified the need for groups and
comparison of facility costs. This a standard
methodology used in rate setting for identifying high cost
or high priced facilities. A comparative analysis of
operating costs and requested prices uould give staff
additional tools wuith uhich to evaluate reasonable and
prudent costs.
The application of the .standard peer group methodology in
the State of Alaska must be adjusted because the small
number of institutions, a diversity of types of
institutions, and the varying cost of in regions

uithin the State of Alaska.

A standard peer grouping methodology assumes

a sufficient number of facilities in uhich

like services, physical characteristics

and external components. In the State

four psychiatric hospitals, seventeen acute care
and tuelve skilled nursing departments
provide skilled nursing services.
grouping uill not uork because of the
facilities uithin the state. Cost of living
over 30&g depending upon location. This

a comparative analysis of services by major

uould require institutional adjustments.

that there is

cluster by

facility,

Alaska ue have

hospitals

or hospitals that

A standard peer

number r 0

indexes range*
not preclude

category-but
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One recommendation that 1 uould not use is the
classification of facilities separating the acute care
hospitals from hospitals that provide acute care services
and long term care. It is highly questionable if there
can be any justification to assume that acute care
hospitals wuith long term care should have distinctively
different costs on the acute care side than aninstitution
that does not have long term care.
The cross-comparison of expenses among the facilities uill
be proposed for the guidelines for the 1987 cycle. Uhile
the scope of comparison uill be more Ilimited than a
traditional peer grouping system, it uill assist staff in
evaluating reasonable cost by institution. The 1987
guidelines wuill". be prepared over the nextseveral ueeks
and presented for Commission consideration in March 1986.
RECOMMENDATION 442: Identify in general and by facility those
costs uhich wuill be borne by the Medicaid program.
This recommendation is a critical issue that has been
before the Commission on several occasions. It is
primarily the issue of uhether rates paid by Medicaid
should be related to prices charged to other purchasers of
health care services. Uhile the approach in
Recommendation 442 is a discussion of offsetting expenses
uith other available sources of revenue such as local
taxes and revenue sharing, a more fundamental issue is
contained uithin their recommendation. The issue is
uhether the Medicaid rate system unit of payment should be
based on charges billed by the facilities or uhether the
Commission should in fact develop a unit of payment at a
fixed rate uhich in most cases is. exceeding the charges
billed by the facility.
Our current system identifies an inpatient per diem, an
outpatient visit, and a long term care patient day. The
long term care patient day rate has been a standard unit
of payment for several vears. Houever, the per diem

inpatient rate and the visit rate are tuo units of measure

adopted by the Medicaid Rate Commission. As uas mentioned
earlier in this report, ue have no current definitions for

our acute care and outpatient per units of measure.

The point that Uolfe & Associates brings up concerning a
proportionate share of Medicaid to the total revenue
generated by the facility is a valid point. Staff uvoold
recommend that the Medicaid Rate Commission return to a
billed charge system calculating maximum rates that a
facility may charge and appropriate discounts uhere costs

-have been disalloued by the Medicaid Rate Commission.
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This approach uould tie immediately to the revenue billed
by the facility. It uould be a simpler approach than
developing a per unit measure and ratioing it doun based
on costs exceeding charges. It uould also relate Medicaid
payments to services provided to Medicaid patients. The
current system of aggregate per diem and outpatient visit
in the acute care is only coincidentally related to the

services received by Medicaid patients.

RECOMMENDATION 443:

Take advantage of the impact of competition.
Uhile Uolfe 8 Associates does reference the potential
benefits of tying in uith negotiated rates, the
practicality of this approach is questionable. Uith the
exception of Anchorage, all facilities are either in rural
areas. There is only competition of any substance in the
Anchorage area. .
Another point that should be considered is that
competition and negotiated rates assumes a billed charge
system. The present unit of payment uould not be
compatible uith negotiated rates. The recommendation that

the Medicaid Rate Commission

require all contractual
agreements to be provided by the facilities is most
probably in excess of the Medicaid Rate Commission’ s
statutory authority. The Medicaid Rate Commission uas
established to determine the appropriate payment rate for
Medicaid services.- It is not an all-inclusive rate
setting agency uith broad authority. Other states
required legislative change to receive negotiated rate
agreements.
Staff also questions uhether the louest rate paid by a
payer other than Medicaid uould in fact have any
relationship to the Medicaid rates paid. It uould also
require the establishment of tuo rate revieu systems: one
for facilities that have negotiated rates and another for
facilities that do not. This uould lead to inequity in
methodology.

RECOMMENDATION 444 Improve Medicaid Rate Commission analytical
tools and operations.

The recommendation and subrecommendations made by Uolfe 8.
Associates are uell-taken. The development of a data
base, financial impact analysis prior to decision making,
and a regulatory image must be implemented if there is to
be any cost containment and equity of payment for the

Medicaid payment program. IN-hDuse procedures

being implemented to strengthen the

Commission and provide analytical tools for

of reasonableness.

Medicaid

are already

Rate

determination
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RECOMMENDATION #5: Consider statutory changes.

The report cited three areas of potential legislative
change. The first is to tie the level of payment made by
DHSS to available funds. Uhile on the surface this may
seem particularly advantageous to the State budget, there
are several areas uhich must be further explored. First,
input price increases in conjunction wuith utilization are
the determinant for a state budget. The Medicaid Rate
Commission has control over input prices, not wutilization
factors. The requirements of the federal participation
uould not allou a rate setting system that did not
consider both input prices and utilization factors. 1 f
there are substantial changes in utilization, the state
does not have .the option to adjust its methodology to
reduce payment levels on those Medicaid services uith
federal participation.

The federal requirements are to develop a methodology and
remain consistent through a fiscal vear. Areas such as
input inflation could be tied to the assumptions made by
the legislature uhen they pass the budget. it should be
noted that the guidelines used by the Medicaid Rate
Commission have been consistently louer than the inflation
factors established by the legislature. *he areas uhich
resulted in substantial rate increases are centered around
unit of payment, expansion to the rate base including
recognizing in’ inflation higher than the guidelines, and

neu construction expenditures.

The second statutory change recommended in the report is
to change the facilities* " fiscal vyears to the state fiscal
vear. Uhile it is possible to do this for nursing homes,
it is seriously questionable uhether it is possible to do
it for acute care facilities. It uould place an onerous
burden on facilities as they wuould be producing tuo
yeai—end reports, one for the Medicaid Rate Commission and
one for everyone else. The ability to measure the changes
uould be limited since the facilities uould remain on
their existing fiscal vears. Hospitals do not have the
option of changing their fiscal vears to match a state
program as the federal requirements for Medicare
participation uould not allou such a change. The cost
increases that wuwvould result from the double reporting
uould far outuay the benefits that might be gained.
Appropriate analytical techniques uould be far more
beneficial to the rate setting process than changing a

facility’s fiscal vyear for computation ease.

The third area in uhich the report recommended statutory

change uas separating the rate setting process for acute
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care and long term care facilities. The legislation
passed is very general and requires consideration of
specific financial requirements based on Medicaid’ s
proportionate share of those financial requirements.
There is nothing to prohibit the Medicaid Rate Commission
from developing compatible but separate methodologies for
~Ncute care facilities and long term care facilities.
There are several other entities contained uithin the
legislation such as rural health clinics, home health
care, and surgery centers. Each of these require a
different approach to rate setting. The recommendation

does not require legislative change-
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Introduced: 2/17/86

Referred: Health, Education &
Social Services, Judiciary

and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 678
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the general relief assistance
program; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 47.25.130 is amended to read:

Sec. 47.25.130. AMOUNT OF ASSISTANCE. The amount of assis-
tance for a needy person must [SHALL] be determined by the department
with regard to the resources and needs of the person and the condi-
tions existing in each case. Where possible, assistance shall be
sufficient to provide the applicant with reasonable subsistence ac-
cording to standards of assistance established by the department.
However, the amount of the assistance for subsistence needs may not
exceed $120 a person a calendar month.

(b) To determine the amount of assistance for a needy person
under (a) of this section, the department may consider the income and
resources of all persons who reside with the needy person and are
egither related to the needy person by blood, marriage, or adoption, or
would benefit directly from the financial assistance given under
AS 47.25.120 -- 47.25.300.

(c) The amount of assistance paid to or on behalf of a needy
person for medical care services may not exceed $25,000 per year.

(d) The department shall, by regulation, establish the cat-
egories of medical care services which the department may provide to a
needy person under AS 47.25.120 -- 47.25.300, any conditions applica-

ble to those services, and a priority listing of which categories of

“1- HB 678
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service may hbe reduced or eliminated if the department finds that such
action is necessary in ore » to ensure that, taking into consideration
projected use, the medical assistance program does not exceed the
funds appropriated for the program.

*Sec. 2. AS 47.25 is amended by adding a new section to read:

Sec. 47.25.135. LIABILITY OFNEEDY PERSON FOR A PORTION OF
MEDICAL CARE EXPENSES. (a) The department may require a needy person
who is eligible for assistance under AS 47.25.120 to pay for a portion
of the medical care expenses incurred by the needy person, except that
the liability of the needy person may not exceed (l) $50 for each day
of inpatient stay or $200 per hospital admission, whichever is less,
or (2) $20 for each outpatient visit.

(b) If aneedy person is required under (a) of this section tc
pay for a portion of the medical ~care expenses, the department shall
deduct the required portion owed by the needy person from the amount
of assistance paid to the medical provider under AS 47.25.120
47.25.300 on behalf of the person.

*Sec. 3. AS 47.25.195 is amended by adding a new subsection to read:
(d) If insufficient money is appropriated to fund medical assis-

tance under AS 47.25.120 -- 47.25.300 when taking into consideration
projected use and the health facility payment rates established in

accordance with (b) of this section, the department may, by regula-
tion, establish at any time in the fiscal year a prospective pro rata
reduction of the facilities' payment rates that will be paid by the

department for services provided by facilities under AS 47.25.120

47.25.300.

*Sec. 4. AS 47.25.250 is amended to read:
Sec.47.25.250. TEMPORARY RELIEF. When a needy person is not

entitled to assistance under AS 47.25.120 -~ 47.25.300 and has no

HB 678 -2~
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*

*

relatives in the state liable for support wunder AS 47.25.230 and
47.25.240, the needy person may receive temporary assistance in the
form and amount which the department considers necessary. Temporary
assistance for needs other than [TRANSPORTATION AND] medical care may
not exceed $120 per person per month,
Sec. 5. AS 47.25 is amended by adding a new section to read

Sec. 47.25.262. MEDICAL CARE REPAYMENT. The department may
require a needy person to repay the full amount of assistance received
under AS 47.25.120 -- 47.25.300 for medical care, if the needy person
within two years after the receipt of assistance, receives income and
resources sufficient to cover the payment of the assistance. The
commissioner may adopt regulations necessary to implement this sec-
tion.
Sec. 6. AS 47.25.252 is repealed

Sec. 7. This Act takes effect July 1, 1986.

-3- HB 678
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OFFICE OF THEATTORNEY GENERAL

February 5, 1986
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Passage of the pill with these changes will eliminate
inequities that result under the current law.

Sincerely,
HAROLD M. %bR%/\N
ATT8RNEY GENERAL /

erson

mA mil/pet
Assistant A{)torney General

HMB:AHP:md
cC: Hon. John Puqh, Commissioner
Dept, of Health &So al Services

Jim AYers Director
Legislative Relations
Governor's Office
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* Section 1. AS 44,77 is amended by adding a new section to read:

Sec. 44.77.015. CLAIMS FOR MEDICAL SERVICES. (a) For the
purposes of filing claims for medical services provided under AS 47.07
or 47.25.120 — 47.25.300, "promptly”, in AS 44.77.010(a), means (1)
within six months afterthe date of service, oras provided in (b) of
this section, ifthere isno third-party claim, or (2) within 12
months after  thedate of service if there isa third-party claim.
Except as provided in (c) of this section, a claim may not be paid if
it is not filed promptly; an inference to the contrary may not be
drawn from AS 09.10.050, AS 09.50.250 -- 09.50.300, or AS 37.25.010.

(b) In accordance with (a) of this section, a claim may be con-
sidered to be filed promptly if (1) the claim was filed more than six
months after  thedate of service hbecause the medical provider had
reason to believe that the beneficiary was ineligible for service
under AS 47.07 or AS 47.25.120 — 47.25.300; (2) a court of competent
jurisdiction or an administrative hearing officer finds that the
beneficiary was eligible for service under AS 47.07 or AS 47.25.120
47.25.300 on the date of service; and (3) the claim is filed within
six months after the date that the court or administrative finding is
rendered.  The beneficiary is responsible for notifying the medical

provider of the judicial or administrative finding.
(c) The commissioner of health and social services may authorize

payment to a medical provider of a claim not promptly filed, upon good
cause shown. Payments under this subsection may not exceed 50 percent
of the allowable charges presented in the claim. "Good cause" does
not include a beneficiary’s failure to notify a provider of a judicial
or administrative finding of eligibility.

(d) For the purposes of this section,

(1) "beneficiary" means a person who is found to be eligi-
_1_



ble to receive medical services under AS 47.07 or AS 47.25.120 --
47.25.300;
2) "medical provider” means a person, firm, corpora
association, or institution that, on the date of service, was approved
to provide medical assistance, in accordance with regulations adopted
by the Department of Health and Social Services.
* Sec. 2. AS 44.77.010(b) is repealed.



§ 47.25.1X0 Welfare, Social Services and Institutions S 47.25.195

Sec. 47.25.140. Residence in institution. Payment under AS
47.25.120 — 47.25.300 may not be made to or in behalfofan individual
who is a resident of the Alaska Pioneers’ Home or other public insitu-
tion, except as a patient in a P_ubllc medical institution, or an individ-
ual who is a patient in a_public or private institution for tuberculosis
or mental disease. A resident of the Alaska Pioneers’ Home or other
public institution who is otherwise eligible to receive an allowance
under AS 47.25.120 — 47.25.300 may apply for the allowance instead
of the suEport and maintenance provided in'the home or public institu-
tion. (§ 4 ch 110 SLA 1953)

Sec. 47.25.150. Application for assistance. A person requesting
assistance shall aptply for it, either personally or through another per-
son, upon forms furnished and under regulations adopted by the
department. (§ 5 ch 110 SLA 1953)

Sec. 47.25.160. Investigation ofapCFIicanI. The department shall
qumptlg/mvestl ate each ag licant to determine the applicant’s eligi-
ility. (§ 6 ch 110 SLA 195 S)

_Sec. 47,25.170. Granting ofassistance. Upon the completion ofits
investigation, the deé)artm_ent shall decide whether the applicant is
eligible for and should receive assistance promptly under AS 47.25.120
— 47.25.300, the amount of assistance, the manner of paying or
providing it, and the date on which the assistance shall be%m. he
%g%)rtment shall notify the applicant of its decision. (§ 7 ch 110 SLA
Sec. 47.25.180. Appeal. An_applicant whose application is not
acted upon or is denied, discontinued, or modified by the department
shall be granted an opportunity for fair hearing before a representative
ofthe department appointed for that purpose, The hearing shall be held
within a reasonable time after demand for it. A reBresentatlve desig-
nated to conduct the hearln% shall be governed by the regulations
adopted for that purpose by the department. (§ 8 ch 110 SLA 1953)

Sec. 47.25.190. Payment to guardians. When a gquardian is
appointed by the court for a person receiving assistance, the depart-
ment may pay the assistance to the guardian. (§ 9 ch 110 SLA 1953)

Sec. 47.25.195. Payment to health facilities for treatment of
needty persons, (a) The dePartment may make payments to a health
facility for the treatment of a needy person. _ .
~(b) A health facility receiving aé)a%ment under this chapter is sub-
ject to the requirements of AS 47.07.070 — 47.07.075. _

(c) For purposes of this section, "health facility” includes a hospital,
skilled nursing facility, intermediate care facility, intermediate care
facility for the mentally-retarded, rehabilitation facility, inpatient psy-

( ne | health clinic, and
outpatient surgical clinic. (§ 7 ch 95 SUA 1983)

chiatric facility, home health aggsency rura
111



5 47.25.280 Alaska Statutes 847.25.310

St 475290 Qataning assstance by fraud [Regpeded § 2h
1439A 1831 E by 3

Sec. 47.25.290. Penalty for violation. A person who violates a
provision of AS 47.25.120 — 47.25.300 is ?unty of a misdemeanor and
upon_conviction is punishable by a fine of not ‘more than $1.000 or b
mgnsonment for not more than one year, or bv both. (§ 19 ch 110 SL
1953; am § 2 ch 116 SLA 1975)

Sec. 47.25.300, Definitions. In AS 47.25.120 — 47.25.300

(1) "assistance” means financial assistance to or on behalfofa needy
person, including subsistence (food, shelter, fuel, clothln?_, and
utilities) and transportation, medical needs (mcludln%, but not Timited
to, hospitalization, nursing, and convalescent care), burial, and other
determined needs; .

.(2) "department” means the Department of Health and Social Ser-
ViCes;

(3) "needy person” means a needy resident of the state who is not
eligible foraid from another public’ agency or department providing
similar services in the state; _ _ _
~(4) "public medical institution” means a public hospital or medical
institution, except an institution for the treatment of tuberculosis or
mental dlsease.f 1ch 110 SLA 1953; am § 2 ch 32 SLA 1971;am §6
ch 104 SLA 197

NOTES TO DECISIONS

A statutory. prohibition of welfare residents equal protection of the laws.
lEhE o e i g g 0

an invi crimination denying such

Article 3. Aid to Families with Dependent Children Act.
Section _ Section

.Elwbmt for assistance 370. Aggeal_ _ _

. Anfount %fasmstance 30. Reconsideration and alteration of

. Duties of de?artme_nt 5155|stance

. ﬁQPImatlon orfasmitance . Alienation and attachment

. In esUﬁ;atmn of application . Purpose

. Granti 4 nitions

of gssistance , . . Defl
) egaml%go?parentorfamnymem- 4 .ghorttltle

Sec. 47.25.310. Eligibility for assistance. The department shall
grant assistance to thé family of each dependent child and each gre -
nantwoman it determines is eligible for assistance under AS 47.25.31
— 47.25.420, or to employers under a work incentive program estab-
lished by AS 23.15.650, and bg42 U.S.C. 633 e){l) gSomaI Security Act,
Win Program), as amended. (3 51-2-32 ACLA 1949; am § 2 ch 57 SLA
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Register 95, October 1985 HEALTH AND SOCIAL SERVICES 7AAC 47.190

7AAC 47.190. EXCEPTIONS TO FINANCIAL
ELIGIBILITY CRITERIA. Persons who do not
meet the financial eligibility criteria of 7 AAC
47.150 and 7 AAC 47.160. but whose income
and resources are inadequate to meet their medi —
cal expenses, may apply to the Catastrophic
Illness Program (7 AAC 48) for determination
of eligibility for coverage of part or all of their
medically related costs. (Eff. 3/23/78, Reg. 65)
Authority: AS 47.05.010
AS 47.25.120

7 AAC 47.200. GENERAL RELIEF MEDI —
CAL COVERAGE. The General Relief program
provides payment on behalf of needy persons
who are eligible under the provisions of this
chapter for the following services:

(1) hospital - inpatient and outpatient:
(2) skilled nursing fecility;

(3) intermediate care facility;

(4) physician services;

(5) laboratory and X-ray services;

(6) visual care services and dispensing;

(7) ophthalmic materials;

(8) dental care - limited to emergency
treatment for relief of pain and acute infection;

(9 nmedical transportation;

(10) services for speech, language, and hear—
ing disorders:

(11) family planning services:

(12) prescribed drugs:

(13) physical and occupational therapy;

(14) prosthetic devices and medical supplies;

(15) outpatient surgical center services. (Eff.
3/23/78, Reg. 65: am 5/2/79, Reg. 70; am
5/17/82, Rea. 82; am 5/25/82. Reg. 82; am
9/23/84, Reg. 91; am 8/1/85, Reg. 95)

Authority: AS 47.05.010
AS 47.25.195

7AAC 47.210

Editor’s Note: Emergency amendments of 7 AAC 43005 c&,
7 AAC 47030, 7 AAC 47.050, 7 AAC 47.060, 7 AAC 47.0/0,
7 AAC 47.110, 7 AAC 47.180. 7 AAC 47.200, 7 AAC 47.210.
7 AAC 47.220 and 7 AAC 47.900, filed on 4/15/02 (effective
5/17/82), were repealed on 5/25/82 and arc therefore not be-
ing printed. The text of these provisions appears as it did before
the emergency amendments.

7 AAC 47.210. EXCLUSIONS FROM GEN—
ERAL RELIEF MEDICAL PROGRAM. Not—
withstanding any other provisions contained in
this chapter or 7 AAC 43, medical payment may
not be made under the General Relief Medical
program for any expense

(D) which s not reasonably necessary for the
diagnosis or treatment of illness or injury or for
correction of an organic system as determined
by the attending health care professional or a
professional standards review organization or
upon review by the division®s medical practice
review section:

(2) if the expense is for inpatient hospital or
nursing home care which does not meet the
criteria in (1) of this section:

(3) if the expense is for items and services
not properly prescribed or determined necessary
by a health care practitioner;

(4) if the expense is incurred for an evalua—
tive or periodic checkup, examination, or im—
munization not in connection with the partici—
pation or enrollment in a program or activity
of the division;

(5) ifthe expense is for or in connection with
cosmetic therapy or cosmetic surgery, except
that coverage will be available when required for
repair of accidental injury, for the improvement
of the functioning of a malformed body mem —
ber, or for the correction of a visible disfigure—
ment which would materially affect the bene—
ficiary"s acceptance in society, and when per—
formed within the normal course of treatment
or otherwise beginning no later than one year
after the event which caused the need for the
corrective action;

(6) i1f the expense constitutes a charge im—
posed by a friend or relative of a beneficiary
except when payment ismade for medical trans—
portation:
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Senator Fahrenkamp
January 50, 1936

Page two

Section 5. Phis 1issue 1is addressed 1in House Bill 93 which is
+he outcome of negotiations between this association and
Commissioner Pugh last year. This 1is their original

position. At best this, 1in my opinion, shows poor judgement

of the process. As | have told them in the past, the federal
law provides that rates of pa.yment must reflect rates which
are reasonable and adequate to meet the costs which must be
incurred by efficiently and economically operated

facilities. I would refer you to 42 U.S.C. Section

1396a(a) (15)(A) and 42 C.F.R. Section 447*252 and Nebraska
Health Care Association, 1Inc. v. Dunning, 575 F. Supp. 176

(D. Neb. 19331*

There seems to be a notion in this section that legislative
appropriation 1is per se an aggregate reasonable and adequate
cost determinate. I suggest that that Would not survive any
test. The subsection (e) 1is your basic "Kings X". Gosh guys
we really didn"t mean your rate and the legislature agrees!

Section 4* The new verbiage 1is somewhat of a mystery. I am
not sure that it is necessary or beyond the ability of the
HRC currently. The omission of the words "and budgets™ is
quite a different 1issue. That takes the discussion of the
impact of MRC decisions off the table. The MRC then has the
ability to determine that an arbitrary rate is justified
based on national criteria, for example, and ignore the
impact it might have in Petersburg, Glennallen or Home.

I have attempted to get this to you quickly so that you will
be aware that these proposals are not "technical" but are
substantive. I appreciate your courtesy 1in sharing this
proposal. It would be well for the proponents to consider
the same level of courtesy.

u. DeWitt
President

cc: Executive Committee
Comissioner Pugh
Ray Gillespie



847.07.030 Alaska Statutes 847.07.035

under the federal aid to families with dependent childre_nJorogram, but
who do not qualify because they are not dependent children;

9) women who"are pregnant. _ _ _

¢) Receipt of medical assistance under this chapter is considered to
be an additional benefit to these individuals and does not affect other
glsmstance payments, federal or state, for which the recipient is eligi-
_ I(dt) Additional groups may not be added unless approved by the leg-
islature.

(%)_ N_otwithstandinq (b) (4) of this section, a person is not eligible for
medicaid benefits until a final determination is made on the e_I|P|b|I|t
of that person for benefits under 42 U.S.C. 1381 — 1383c (Title X VI,
Social Security Act). g§ 1ch 182 SLA 1972; am § 1ch 105 SLA 1974;
am § 1ch 117 SLA 1975: am § 1ch 221 SLA 1976; am S 1ch 11 SLA
1978: am § 1ch 132 SLA 1982: am § 13 ch 138 SLA 1982)

fecr%e%r%repnetngg] 1% rgh sﬂ?ss secTttl]gnsee?nd 1982 amendment added sub-
and (9 1o Subsection %3 paregrap .

Sec. 47.07.030. Medical services to be provided. Medical ser-
vices to be offered to eligible persons include inpatient hospital,
outpatient hospital, rural” health clinic, outpatient surgical care
centers, laboratory and X-ray, refractions and eye examinations by
ththa[moI_oglsts or oRtometrlsts, eyeglasses prescribed by a physician
skilled in diseases ofthe eye or by an optometrist, inpatient psychiatric
hospital for persons age 65 or ofder and persons under age 21, skilled
and intermediate nursing home, physician, nurse.midwife, home
health care services, early periodic scréening diagnosis and treatment
of persons under 21 years of age. clinic services, treatment,osteech,
hearing and language disorders, physical theraP_y, occupational ther-
apy, prosthetic devices and medical supplies, long-term care
noninstitutional services, and reasonable transportation to and from
the point of medical care. Additional services may not be provided
unless af roved by the legislature, (§ 1ch 182 SLA 1972: am § 1 ch
35SLA 1973;am § 2¢ch 105 SLA 1974: am § 1ch 12 SLA 1976;am § 2
ch 221 SLA 1976: am § 1ch 82 SLA 1978: am § 25 ch 40 SLA 1981
am § 2 ch 132 SLA 1982)

Effgct of am gme,nts. — The 19t8; The l982amendm<1nth|nserted "Ph)(smal
gmen ment, agded “nurse midwite er_apg, occur%atonzi\ ther ), pros hetic
ollowing "skilled . .ang. |Hterme late  deviceS and megical su &)/ €, lon -tehm
nursing home, physician™ in the first sen-  car Pomnﬁtltutlonal Services” near t
tence. end of the first sentence.

e
~ Sec. 47.07.035._Priorit%f of services. Ifthe funding in a fiscal year
is. inadequate to finance the total medical assistance Program under
this chapter, the department shall, to the extent that federal law and
funding permits, provide medical assistance in the following order:
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§ 47.07.040 Welfare, Social Services and Institutionsl 47.07.040

1) aged, blind, or disabled persons who

A) d0 not receive supgler_nental security income under 42 U.S.C,
1381 — 1383c (Title XV1, Social Security Act) because they do not meet
income and resources requirements: and
B) are eligible to receive an optional state supplementary payment,
2) persons in a medical or intermediate care facility
A) ‘whose income while in the facility does not exceed 300 percent
of the supplemental security income henefit rate under 42 U.S.C. 1381
— 1383¢ {JTIUE XVI, Social Security Act); and

(B) who would not be eligible for an optional state supplementary
meent if they left the facllity;

3) persons under 21 years of age
/é} who are under the supervision of the department;
ang | . .
C) who are in foster homes or private child-care institutions;
4) persons under 21 years of age who
Ai receive treatment in a psychiatric_hospital; and

whose r aintenance is paid in whole or in part from public funds;

B) are financially eligible as determined by the standards of 42
U.5.C. 601 — 615 (Title IV-A, Social Security Act, Aid to Families with
Degendent Children);

) persons under 21 years of age who are
_(A)in an institution designated bP/ the department as an
intermediate care facility for the mentally retarded; and
_ éBt) financially eligible as determined by the standards of the federal
aid fo families with dependent children program;

6) women who are pregnant; _ .

7) persons under 21 years of age who do not qualify for benefits
under the federal aid to families with dependent children program
because they are not dependent children:

8) intermediate nursing home services; _

9) eye examinations by an_ ophthalmologist or optometrist; or
eyeglasses prescribed by a physician skilled in the diseases of the eye
or b% an optometrist; . _

10) treatment of speech, hearing, or language disorders;

11) physical or occupational therapy;.

12) cafe at ?n intermediate care facility for the mentally retarded:

13) care at an inpatient psychiatric facility;

14) community mental health clinic services;

15) surgical care center services;

16) nurse midwife services;

17) medical supplies and equipment,

18) long-term care noninstitutional services. (§ 3 ch 132 SLA 1982)

Sec. 47.07.040. State plan for provision of medical assistance.
The department shall prepare a state plan in accordance with the



847.07.050 Alaska Statutes 847.07.070

rovisions of 42 U.S.C. 1396 — 139Gp (Title XIX, Social Security Act,

edical Assistance) and submit it for approval to the United States
Department of Health and Human Services. The plan shall designate
that the Department of Health and Social Services is the single state
agency to administer this plan. The department shall act for the state
in any negotiations relative to the submission and approval of the plan
and may make those arrangements, not inconsistent with law, as may
be required under federal law to obtain and retain approval of the
United States Department of Health and Human Services to secure for
the state the provisions of42 U.S.C. 1396 — 139%6p (Title XIX, Social
Security Act, Medical Assistance). In addition, the department shall
provide a report to the Ie%l_slature no later than March 15 of each year
concerning the status of this program and recommendations, with sup-
porting fiscal data, as to any changes in the coverage ofeligible persons
or services to be provided. (8 1 ch 182 SLA 1972)

Sec. 47.07.050. Implementation of the medical assistance Rro-
gram. The department shall take the steps necessary to adopt those
regulatlons, prepare necessary documentation for the state and pro-
viders and undertake the systems design that may be necessary to
|m?Iement the provisions of this chapter on or betore November 1,
1972, Implementation of the medical assistance program shall include
appropriate controls ar | reportln? capabilities as required by the
United States Departmént of Health and Human Services, and the
department shall make those necessary reports as required by that
federal agency or as requested by the legislature. (§ 1 ch 182 SLA"1972)

Sec. 47.07.060. Receipt of federal money. The Department of
Administration shall acc gt and receive all grants of money awarded
to the state under 42 U.S.C. 1396 — 1396p (Title XIX, Social Security
Act, Medical Asswtangez. All money received shall be deposited by the
Department of Administration in a special account of the general fund
and shall be used by the state exclusively for medical assistance and
the administration of medical assistance under the provisions of this
chapter. This money shall be paid from the account on a certified
disbursement voucher from the department. (§ L ch 182 SLA 1972)

Sec. 47.07,070. Payment to health facilities, (a) The commission
shall determine prospectlvel}/ the rate of payment to a health facility
under this chapter and As 47.25.120 — 47.25.300 based on a fair rate
for reasonable costs incurred by the facility. The commission shall by
requlation list the factors it considers in making its rate determina-
tions under this section, N .

(b)  Indetermining a rate of payment to a health facility under this
section, the commission shall consider the proportionate share of the
facility’s financial requirements for patient care for

(1) * costs of current operations, including salaries and waggs, pur-
chased services, supplies, insurance, leases, depreciation, taxes, inter-

10



847.07.071 W elfare, Social Services and Institutions 847.07.073
est expense, maintenance and other health facility operating expenses:

and
2) education, research, and appropriate capital deveIQFment. _
¢} Indetermining a rate of payment to a health facility under this
section, the commission may consider whether the rate of utilization of
the facility has been reduced because of mgrowdent or careless
%S\B/Se{opment of the facility. (§ 1ch 182 SLA 1972; am § 3 ch 95 SLA

Cross references. — For Jegislative 1983 provides: "INTERIM _PROSPEC-
fi rn sang[ Eo%nﬁy relaténgktogﬁ.3 ,SlhA TIVE MENT EYST,EM.,The epart-
%e ’oreaer n’dCS'e9|5éI Alfcts1 , I the mr%ntespt?veesga%lgmg QOIrnﬁera{t Sasélelitié)sf

IIETWSCI %fa ame[r)]dpnkents. — The 1983 Bn gr this ct%‘or"the periog July 11983
amendment rewrote % IS section. to June 30, 1984.
Editor's notes. — Section 8,ch. 9. SLA

Sec. 47.07.071. Reports by health facilities. Not later than 120
days after the end of each fiscal year of a health facility, the facility
shall submit to the commission a report on the facmtg's financial per-
formance during the fiscal year. (§ 4 ch 95 SLA 1983)

Sec. 47.07.072. Report by the commission. Not later than
September 30 of each year, the commission shall submit to the gover-
nor.a reﬁort on the _rosFectlve payments made under this chapter
during the current fiscal year and an estimate of the prospective
payments that will be made during the remainder of the current fiscal
Year and the next fiscal year. The report shall state the assumptions
hat are used as a hasis Tor the estimates. (§ 4 ch 95 SLA 1983)

Sec. 47.07.073. Unlfor_m_accountln?,_bud eting, and financial
reportln?, (a) The commission by re%u ation shall require a uniform
system of accounting, budgeting, and financial reporting for health
facilities receiving prospective payments under this chapter. The requ-
lations. shall provide for repdrting revenues, expenses, assets,
liabilities, and units of service. The commission shall specify the date
the system becomes effective for each health facility. =~

(b)_dln adopting regulations under this section, the commission shall
consider

(1) accountmg, budgeting, and financial reporting procedures used
by health facilities; o

(2) variations among health facilities in the types of health care
services provided by health facilities; .

3) the size and organizational structure of health facilities;

4) the methods used by health facilities to obtain payments; and

5) other factors the commission considers relevant.

_(c) The commission may waive or modlfyareciuwementforac_count-
Ing, _budgz_etlng, or financial reporting for a health facility if waiver or
modification 1S

11
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Original sponsor: Rules/Governor

BY THE HEALTH. EDUCATION AND
IN THE HOUSE SOCIAL SERVICES COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 98 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to medical assistance; and providing
for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.77 is amended by adding a new section to read:

Sec. 44.77.015. CLAIMS FOR MEDICAL SERVICES. (a) For the
purposes of filing claims for medical services provided under AS 47.07
or 47.25.120 - 47.25.300, “promptly," in AS 44.77.010(a), means (1)
within six months after the date of service, or as provided in (b) of
this section, if there 1is no third-party claim, or (2) within 12
months after the date of service if there is a third-party claim.
Except as provided in (c) of this section, a claim may not be paid if
it is not filed promptly; an inference to the contrary may not bhe
drawn from AS 09.10.050, AS 09.50.250 - 09.50,300, or AS 37.25.010.

(b) In accordance with (a) of this section, a claim may
considered to be filed promptly if (1) the claim was filed more than
six months after the date of service because the medical provider h-d
reason to believe that the beneficiary was ineligible for service
under AS 47.07 or AS 47.25.120 - 47.25.300; (2) a court of competent
jurisdiction or an administrative hearing officer finds that the
beneficiary was eligible for service under AS 47.07 or AS 47.25.120 -
47.25.300 on the date of service; and (3) the claim is filed within
six months after the date that the court or administrative finding is
rendered. The beneficiary is responsible for notifying the medical,
provider of the judicial or administrative finding.

-1- SCS CSHB 98 (HESS)
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(c) The commissioner of health and social services may authorize
payment to a medical provider of a claim not promptly filed, upon good
cause shown. Payments under this subsection may not exceed 50 percent
of the allowable charges presented in the claim. In this subsection,
"good cause" does not include a beneficiary's failure to notify a
provider of a judicial or administrative finding of eligibility.

(d) In this section,

(1) "beneficiary" means a ;erson who is found to he eligi-
ble to receive medical services under AS 47.07 or AS 47.25.120 -
47.25.300;

(2) "medical provider" means a person, firm, corporation,
association, or institution that, on the date of service, was approved
to provide medical assistance, in accordance with regulations adopted
by the Department of Health and SocialServices.

= Sec. 2. AS 47.05 is amended by addinga new section to read:

Sec. 47.05.070. SUBROGATION. (a) If the department provides or
pays for medical assistance for injury or illness under this title,
the department is subrogated to the rights of the recipient of that
medical assistance for any claim arising from the injury or illness
and to the proceeds of an insurance policy covering the injury or
illness to the extent of the value of the medical assistance provided.

(b) If a recipient of medical assistance under this title set-
tles a claim or obtains an award or judgment arising from the injury
or illness for which the medical assistance was received, the depart-
ment shall reimburse the recipient for attorm  fees and costs commen-
surate with the amount of the settlement, awa.u, or judgment to which
the department is entitled under (a) of this section. Regardless of
the manner in which the amount of theattorney fees is derived,reim-
bursement of attorney fees shall be in accordance with the applicable

SCS CSHB 98(HESS) -2-
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rules of court governing the award of attorney fees in civil matters.
Sec. 3. AS 47.07.020(b) is amended to read:

(b) In addition to the persons specified in (a) of this section,
the following optional groups of persons for whom the state may claim
federal financial participation are eligible for medical assistance:

(1) personseligible for but not receiving assistance under
any plan of the state approved under 42 U.S.C. 601 - 615 (Title IV-A,
Social Security Act, Aid to Families with Dependent Children) or 42
U.S.C. 1381 - 1383c (Title XVI, Social Security Act, Supplemental
Security Income);

(2) persons in a general hospital, skilled nursing facility
or intermediate care facility, who, if they left the facility, would
be eligible for assistance under one of the federal programs specified
in (1) of this subsection;

(3) persons wunder age 21 who are [YEARS OF AGE] under
supervision of the department® for whom maintenance is being paid in
whole or in part from public funds® and who are in foster homes or
private child-care institutions;

(4) aged, blind, or disabled persons, who, because they do
not meet income requirements, do not receive supple-
mental security income under 42 U.S.C. 1381 - 1383c (Title XVI,- Social
Security Act), and who do not receive a mandatory state supplement,
but who are eligible, or would be eligible if they were not in a
[GENERAL HOSPITAL OR]skilled nursing facility or intermediate care
facility to receive an optional state supplementary payment;

(5) persons under age 21 who are [YEARS OF AGE] in an
institution designated as an intermediate care facility for the men-
tally retarded and who are financially eligible as determined by the
standards of the federal aid to families with dependent children

-3- SCS CSHB 98(HESS)
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program;

(6)  persons in amedical or intermediate care facility
whose income while in the facility does not exceed 300 percent of the
supplemental security income benefit rate under 42 U.S.C.1381 - 1383c
(Title XVI, Social Security Act) but who would not be eligible foran
optional state supplementary payment if they left the hospital or
other facility;

(7) persons under age 21 who are [YEARS OF AGE] receiving
active treatment in a psychiatric hospital and who are financially
eligible as determined by the standards of 42 U.S.C. 601 - 615 (Title
IV-A, Social Security Act, Aid to Families with Dependent Children);

(8) persons under age 21 and not covered under (a) of this
section, [YEARS OF AGE] who would be eligible for benefits under the
federal aid to families with dependent children program, except that
they have the care and support of both their natural and adoptive
parents [BUT WHO DO NOT QUALIFY BECAUSE THEY ARE NOT DEPENDENT CHILD-
REN] ;

(9)WOMEN WHO ARE]  pregnant women not covered under (a) of
thissectionand who meet the  income and resource requirements of the
federal aid to families with dependent children program.

= Sec. 4. AS 47.07.030 is repealed and reenacted to read:

Sec. 47.07.030. MEDICAL SERVICES TO BE PROVIDED. (a) The de-
partment shall offer all mandatory services required under 42 U.S.C.
1396 - 139up (Title XIX of the Social Security Act).

(h) In addition to the mandatory services specified in (a)
this section, the department may offer only the following optional
services: personal care services in a recipient's home; emergency
hospital services; long-term care noninstitutional services; medical,
supplies and equipment; clinic services; inpatient psychiatric

SCS CSHB 98(HESS) -4-
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facility services for individuals age 65 or older and individuals
under age 21; physical therapy; occupational therapy; treatment of
speech, hearing, and language disorders; prosthetic devices and
eyeglasses; optometrists'  services; intermediate care facility
services, including intermediate care facility services for the
mentally retarded; skilled nursing facility services for individuals
under age 21; and reasonable transportation to and from the point of
medical care.

Sec. 5. AS 47.07.035 is repealed and reenacted to read:

Sec. 47.07.035. PRIORITY OF MEDICAL ASSISTANCE. If the depart-
ment findsthat the cost of medical assistance for all persons eligi-
ble under this chapter will exceed the amount allocated inthe state
budget for that assistance for the fiscal year, the department shall
eliminate coverage for optional medical services and optionally eligi-
ble groups of individuals inthe following order;

personar CAr€ SErVICES in a recipient's home,
"T-2-1"emergency hospital services;
long-term care noninstitutional services;
"t'4"medical supplies and equipment;
(5><Linic services;
T&Minpatient psychiatric facility services;
intermediate care facility services for the mentally
retarded;
"("&\i)hysical therapy and occupational therapy;
"('93reatment °f speech, hearing, and language disorders;
(LO)y—prosthetic devices and 'ey"g]-asses ;
rf'1'l-"-optometrists * services;
(12) intermediate care facility services;
(13y individuals age five and over, but under age 21, who are
-5- SCS CSHB 98(HESS)
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not eligible for benefits under the federal aid to families with
dependent children program because they do not meet the definition of
dependent children;

(14) individuals under age 21 under supervision of the de-
partment , /for whom maintenance is being paid in whole or in part from
public money and who are in foster homes or private child-care insti-
tutions ;  j

(15) individuals in a health facility whose income
the facility does not exceed 300 percent of the supplemental security
income henefit rate under Title XVI of the Social Security Act, and
who would not be eligible for the optional state supplementary payment
if they left/the facility;

2 ) aged, blind, and disabled individuals who, hecause they

the income and resource requirements, do not receive
supplemental security income under Title XVI of the Social Security
Act, and who are not eligible to receive a mandatory state supplement
but who are eligible, or would be eligible if they were not in a
general hospital or skilled nursing facility or intermediate care
facility, tolreceive an optional state supplementary payment;

(17) skilled nursing facility services for persons under age
2 1.

Sec. 6. AS 47.07.070 is amended by adding a new subsection to read:

wh

(d) Notwithstanding (@) - (c) of this section, the commissic

shall also consider available state and federal revenue when making
rate decisions.
Sec. 7. AS 47.07.900(1) 1is amended to read:

(1) “clinic services" means services provided by state-
approved outpatient community mental health clinics that receive,
grants under AS 47.30.520 - 47.30.620, state-operated community mental

SCS CSHB 98(HESS) -6-
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health clinics, outpatient surgical care centers, and physician
clinics;
* Sec. 8 AS 47.07.900 is amended by adding new paragraphs to read:
(7) ‘"emergency hospital services" means services that
(A) are necessary to prevent the death or serious
impairment of the health of the individual; and
(B) because of the threat to the life or health of the
individual, necessitate the use of the most accessible hospital
available that is equipped to furnish the services, even if the
hospital does not currently meet
(i) the conditions for parcicipation under Medi-
care; or
(i) the definitions of inpatient or outpa
hospital services under 42 C.F.R. secs. 440.10 and 440.20.
(8) "personal care services in a recipient's home" means
services prescribed by aphysician in accordance with the recipient's
plan of treatment and provided by an individual who is
(A) qualified to provide the services;
(B) supervised by a registered nurse; and
(C) not a member of the recipient's family.
* Sec. 9. AS 44.77.010(b) is repealed.
* Sec.10.  This Act takeseffect immediatelyin accordance with AS 01.-
.070(c).

-7- SCS CSHB 98 (HESS)
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Prioritization of Services

Annual
Cost . A
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1. New Emergency hospital services

2. 1 26/mo. Treatment of speech, hearing and language
disorders

Optometrists services and eyeglasses
Occupational therapy *foh .
S - 17/mo Prosthetic devices
53/mo Medical supplies and equipment d*AMh®a W-pfMtt, tdxtifolwu

1300 Clinic services Altl, fa*Jpici-o/iL t(x>ucs

8. 25/mo Physical therapy u”y) nvoFts®
Personal care services in a recipient®s home V-rj
Long term care non-institutional services
Inpatient psychiatric facility servicesAPE, eto*
Intermediate care facility services M/R
Intermediate care facility services

Individuals under 21 who are not eligible for AFDC
because they are not deprived of on&"-or more of
their natural or adoptive parents

Skilled nursing services for persons under 21

Aged, blind, and disabled who because they do not
.7 . meet the income requirements, do not receive SSI
/f 0 0 but who are eligible or would be eligible if they
were not *h skilled nursing facility or
intermediate care facility, to receive an optional
state supplement

17. 1.1 36 Individuals in a hospital or SNF or ICF whose
income while in the faicilty does not exceed 300
percent of the SSI benefit rate under Title XVI of
the SS Act but who because of income are not
eligible for the optional state supplementary
payment

18. .1 153 Individual under 21 under supervision of the
department for whom maintenance is being paid in
whole or in part from public
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BILL
IN THE LEGISLATURE OF THE STATE OF ALASKA
LEGISLATURE
A BILL
an Act entitled:" "An Act relating to payments to health

lities."

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

*

Section 1. 47.07.040 1is amended to read:

Sec. 47.07.040. STATE PLAN FOR PROVISION OF MEDICAL
ASSISTANCE. The department shall prepare a state plan in
accordance with the provisions oT 42 U.S.C. 1396 -- 1396p

(Title XIX, Social Security Act, Medical Assistance) and
submit it for approval to the United States Department of
Health and Human Services. The plan shall designate that
the Department of Health and Social Services 1is the single
state agency to administer this plan. The department shall
act for the state 1in any negotiations relative to the
submission and approval of the plan® The department,
including the medicaid rate commission, may. make those
arrangements, or regulatory changes, not inconsistent with
law, as may be required under federal law to obtain and
retain approval of the United States Department of Health
and Human Services to secure for the state the optimum
federal payment under the provisions of 42 U.S.C. 1396 --
1396p (Title XIX, Social Security Act, Medical Assistance).
In addition, the department shall provide a report to the
legislature no later than March 15 of each year concerning

the status of this program and recommendations, with



supporting fiscal data, as to any changes in the coverage of
eligible persons or services to be provided.
Sec. 2. 47.07.070 1is amended by adding new subsections:

Sec. 47.07.070(d) In determining rates of payment to
health facilities, the commission shall consider the appro-—
priation limit set by the legislature for the department”s
programs under this chapter and wunder AS 47.25.120
47.25.300. The commission shall set rates for facilities in
the state so that, taking 1into account projected rates of
utilization, the aggregate state payments to health facil —
ities should not exceed the budgeted amounts for the state
fiscal year.

(e) For the state fiscal year 1987, beginning July
1986, the commission may establish new prospective payment
rates for any facility whose rate for any part of state
fiscal year 1987 was set before the effective date of this
amendment, if a new rate 1is necessary to allow the commis-

ftM- fee- carry out the intent of subsection (d) above.
Sec. 3. 47.07. 180 1is amended to read:

Sec. 47.07.180. DUTIES. (a) The commission shall
review proposed payment rates and may review budgets of
health facilities and establish payment rates for health
facilities under this chapter and AS 47.25.120 -- 47.25.300.

(b) The commission shall consult with the department
on the state plan as it relates to health facilities.>rThe
commission may not change the unit of payment without the
written consent of the department..

(c) B,y March 1 of each year, the commission shall

develop an annual estimate for the fiscal year starting the



next July 1, of medical assistance program expenditures 1in
facilities under the jurisdiction of the commission. The
estimate shall consider antic,pated utilization and payment
rates for each facility. The methodology used by the
commission to develop the estimate shall be consistent with
the regulations governing the commission®s rate-setting

process.



SENATE H.E.S.S. COMMITTEE FEBRUARY 4, 1986
HB 98 RELATING TO MEDICAL ASSISTANCE
A DRAFT COMMITTEE SUBSTITUTE HAS BEEN PREPARED.
TO TESTIFY:
COMMISSIONER PUGH/ROD BETIT, DEPT. HEALTH AND SOCIAL SERVICES
MARY BENSON, EXECUTIVE DIRECTOR, MEDICAID RATE COMMISSION

BOB FRANKEN, GOVERNOR®"S COUNCIL ON HANDICAPPED AND GIFTED

HIJR 58 URGING THAT RESTRICTIONS ON THE GRANTING OF MEDICAID WAIVERS
BE EASED.

TO TESTIFY:
REPRESENTATIVE MAX GRUENBERG, SPONSOR

COMMISSIONER PUGH/ROD BETIT, DEPT. HEALTH AND SOCIAL SERVICES

HB 98 1) ALLOWS DEPT. TO PAY "PAST DUE™ (MORE THAN 6 MO. OLD) MEDICAID
CLAIMS UNDER CERTAIN CIRCUMSTANCES.
2) GIVES DEPT. 1st RIGHT TO RECOVERY OF MEDICAID EXPENSES FROM
INSURANCE COMPANIES OR COURT SETTLEMENTS.
3) MAKES CHANGES NECESSARY FOR CONFORMANCE WITH FEDERAL LAW
4) ADDS MEDICAID COVERAGE FOR PERSONAL CARE ATTENDANTS
5) REQUIRES MEDICAID RATE COMMISSION TO TAKE INTO ACCOUNT
AVAILABLE REVENUES WHEN SETTING HOSPITAL RATES.
ISSUES: - NUMBER OF HOURS OF CARE A PERSONAL ATTENDANT MAY PROVIDE IN
A MONTH. DEPT"S FISCAL NOTE IS BASED ON 50; GOVERNOR®"S COUNCIL WANTS
120. THE MORE HOURS THE GREATER THE COST. FISCAL NOTE IS NOW $1 MILLION.
DEPT"S ABILITY TO RESTRICT RATE COMMISSION®S AUTHORITY. JEPT.
FEELS A NEED TO GET A CONTROL ON HOSPITAL RATES. HOSPITAL ASSOCIAION 1

OPPOSES; DENNIS DeWITT IS UNABLE TO ATTEND TODAY.

PERSONAL CARE ATTENDANTS RANKING IN NUMERICAL PRIORITIZATION.

AS PROPOSED, THEY"D BE FOR THE FIRST OPTION TO GO IN A FUNDING SHORTFALL.
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TO: Sen. Bettye Fahrenkamp
FROM: Rep. M. Mike Miller
RE: Medicaid coverage of podiatry services

Attached is a copy of a public opinion message | received recently
from a Fairbanks podiatrist in regard to coverage of podiatrists under
Medicaid.

Another podiatrist practicing here in Juneau recently brought the
same question to the attention of one of my staff informally.

Frankly, 1 did not know that podiatrists were not eligible for
Medicaid reimbursement, nor has it ever been an issue as far as | can
remember. However, 1 can understand how such services might indeed be
important to people covered by Medicaid. I do know that the Juneau
podiatrist visits other communities in Southeast Alaska, and trades
services for elderly patients in the Ketchikan pioneers home in return
for use of office space for other patients. So, apparently there may
be a need.

Since HB 98 will soon be coming to your committee, you may want
to ask about this. At the same time, getting enough information on which
to base a decision whether to include podiatrists or not may take longer
than we have time in the current session.

This memo is informational only; | don"t have an opinion one way
or another, but rather thought that you might want to ask some questions
since you will be hearing a bill addressing the overall issue of medical
assistance.

IT you are interested in further information, you may want to
contact Dr. Frank Mesdag here in Juneau at 789-0405.
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T0: BETTYE
FROM: SANDRA

HB 98 RELATING TO MEDICAL ASSISTANCE
DRAFT C.S. HEARD FEB. 4:
1. ADMINISTRATIVE CHANGES TO MEDICAID (PAYMENT OF CLAIMS, 3rd
PARTY PAYMENTS). DENNIS DeWITT WILL PROPOSE TO PLACE RESPONSIBILITY
ON DEPT., RATHER THAN PATIENT, TO NOTIFY PROVIDERS WHEN ELIGIBILITY
DECISIONS ARE MADE.
2. CHANGES TO CONFORM TO FEDERAL LAW
3. ADD PERSONAL CARE SERVICES
NEW C.S. ADDS:
1. NEW PRIORITY OF OPTIONS (BASED ON DEPT. ADVICE)
2. TIES HOSPITAL/NURSING HOME RATE-SETTING PROCESS TO LEGISLATIVE
APPROPRIATIONS. DEPT. AND DENNIS WERE UNABLE TO AGREE. DENNIS
WILL PROPOSE TO LEAVE RATE SETTING PROCESS AS IS BUT ALLOW
PRORATING OF PAYMENTS |IF UNDERFUNDING OCCURS.
3. ADDS NO NEW OPTIONS. COMMITTEE MEMO OUTLINES COST OF ADDING
ADDITIONAL PROGRAMS TO MEDICAID.
REMEMBER: ADDING SERVICES TO MEDICAID WILL RELIEVE SOME OF

THE PROBLEM CREATED BY THE GENERAL RELIEF MEDICAL CUT (FROM

$12 MILLION TO $5 MILLION) BUT BECAUSE ELIGIBLITY CRITERIA
DIFFER, WILL STILL HAVE AN UNSERVED POPULATION. GOVERNOR
INTRODUCED HB 678 -- COST SAVINGS TO G.R.M. THROUGH CO-PAYMENT,

PRO-RATING REIMBURSEMENT TO FACILITIES AND PHYSICIANS, ALLOWING
DEPT. TO PRIORITIZE SERVICES.
NOTE: INDICATIONS ARE SENATE FINANCE WILL SUPPORT PERSONAL CARE
SERVICES, PERHAPS AS BUDGET AMENDMENT. NO INDICATION THEY®"LL SUPPORT

ADDITIONAL FISCAL NOTES.
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Senate Committee on
Health, Education and Social Services

March 6, 1986

Senator John Sackett, Co-Chairman
Senator Jan Faiks, Co-Chairman
Senate Finance Committee

P.O. Box V

Juneau, AK 9981x

Dear Senator Faiks and Senator Sackett:

SCS CSHB 98 (HESS) proposes revisions to the administration
of the Medicaid program, adds additional services under Medicaid,
and gives the Medicaid Rate Commission explicit direction to
consider the level of legislative appropriations in its rate
setting process.

Section 4 of the bill, which adds personal care services,
adult dental services and chiropractic services to the range of
Medicaid services offered by the state, carries a fiscal impact
of $1,057,352 in state general fund monies. Personal care and
adult dental services are currently being provided under the
state"s General Relief Medical (GRM) progi ~ at a combined cost
of $925,546.

FY 87 ESTIMATED FY 87 ESTIMATED MEDICAID
GRM COST COST (STATE SHARE)
PERSONAL CARE
SERVICES $200,000 $527,000
ADULT DENTAL
SERVICES $725,546 $450,352
CHIROPRACTIC
SERVICES $ 80,000

The Governor"s FY 87 budget proposes reducing GRM funding
from $12 million to $5 million, which would severely restrict the
program®"s ability to meet the medical needs of the 16,690
Alaskans it served last year. Placing personal care and adult
dental services under Medicaid will ensure that these services
continue to be provided and will effect an overall cost savings



to the state, as the federal government will pick up 50% of the
program"s costs. In addition, expansion of the Medicaid program
as proposed in KB 98 may prove beneficial to the state should a
federal Medicaid "cap" be applied.

The Senate Committee on Health, Education and Social
Services considered SCS CSHB 98 (HESS) on February 4 and February
27. While testimony on the addition of services was supportive,
there 1is recognition that funding for all of the proposed
services may not be available. It is therefore the
recommendation of the committee that, should a prioritization of
the three services be necessary, personal care services be given
highest consideration.

Senators, thank you for taking these comments into
consideration. We would be pleased to assist you in any way
during your deliberations.

Sincerely,

Senator Paul Fischer

Mo SY]

Senator Edna DeVries
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Senate Committee on
Health, Education and Social Services

SECTIONAL ANALYSIS
SCS CS HB 98 (HESS) RELATING TO MEDICAL ASSISTANCE
MARCH 3, 1986 “e

PO BOXV

STATE CAPITOL

JUNEAU. ALASKA 993%1
9071465~

465-3762

Sec. 1 Extends the 6 month filing period for Medicaid and general
relief medical assistance claims under certain circumstances.

Sec . 2 Gives the state statutory basis for "first right"” to recovery
of medical assistance expenses from any insurance or court
settlement awarded to a Medicaid recipient.

Sec. 3 Amends the Medicaid statute to bring it into conformance with
federal law.

Sec. 4 Adds to the state"s optional Medicaid programs personal
care attendant services, adult dental services, and chiro—
practic services.

Sec . 5 Provides the order 1in which optional services are to be

deleted if the Medicaid program runs into funding difficulties.

Sec. 6 Requires the Medicaid Rate Commission to work within

state"s Mediciad plan.

Sec . 7 Requires that 1in determining payment rates to health facilities
the Medicaid Rate Commission consider the amount of state and

federal funds available.

Sec. 8 Clarifies the Medicaid Rate Commission®s responsibility to

set rates prospectively.

10 Defines the new services added 1in Section 4.

Sec. 11 Repeals existing language relating to payment of claims.

Sec. 12 Immediate effective date.
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SENATE CS FOR CS FOR HOUE BILL NO. 98 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SFOOND SESSION

ABILL

For an Act entitled: "An Act relating to medical assistance; and providing

for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1 AS 44.77 is amended by adding a new section to read:

Sec. 44.77.015. CLAMS FOR MEDICAL SERVICES. (a) For the
purposes of filing claims for medical services provided under AS 47.07
or 47.25.120 - 47.25.300, "promptly," in AS 44.77.010(a), means (1)
within six months after the date of service, or as provided in (b) of
this section, if there is no third-party claim, or (2) within 12
months after the date of service if there is a third-party claim.
Except as provided in (c) of this section, a claim may not be paid if
it is not filed promptly; an inference to the contrary may not be
drawn from AS 09.10.050, AS 09.50.250 - 09.50,300, or AS 37.25.010.

(b) In accordance with (a) of this section, a claim may
considered to be filed promptly if (1) the claim was filed more than
six months after the. date of service because the medical provider had
reason to believe that the beneficiary was ineligible for service
under AS 47.07 or AS 47.25.120 - 47.25.300; (2) a court of competent
jurisdiction or an administrative hearing officer finds that the
beneficiary was eligible for service under AS 47.07 or AS 47.25.120 -
47.25.300 on the date of service; and (3) the claim is filed within
six months after the date that the court or administrative finding is
rendered. The beneficiary is responsible fot notifying the medical
provider of the judicial or administrative finding. The department
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shall make a good faith effort to notify the medical provider of the
judicial or administrative finding 1if the department has reason to
believe that services have been provided to the beneficiary.

(c) The commissioner of health and social services may authorize
payment to a medical provider of a claim not promptly filed, upon good
cause shown. Payments under this subsection may not exceed 50 percent
of the allowable charges presented in the claim.

(d) In this section,

(D "beneficiary”™ means a person who 1is found to be eligi—
ble to receive medical services under AS 47.07 or AS 47.25.120 -
47.25.300;

(2 "medical provider"” means a person, firm, corporation,
association, or institution that, on the date of service, was approved
to provide medical assistance, in accordance with regulations adopted
by the Department of Health and Social Services.

Sec. 2. AS 47.05 1is amended by adding a new section to read:

Sec. 47.05.070. SUBROGATION. (a) If the department provides or
pays for medical assistance for 1injury or illness under this title,
the department 1is subrogated to the rights of the recipient of that
medical assistance for any claim arising from the 1injury or illness
and to the proceeds of an 1insurance policy covering the injury or
illness to the extent of the value of the medical assistance provided.

(b) If a recipient of medical assistance under this title set—
tles a claim or obtains an award or judgment arising from the 1injury
or illness for which the medical assistance was received, the depart—
ment shall reimburse the recipient for attorney fees and costs commen—
surate with the amount of the settlement, award, or judgment to which
the department 1is entitled under (a) of this section. Regardless of

the manner in which the amount of the attorney fees is derived,
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reimbursement of attorney fees shall be in accordance with the appli—
cable rules of court governing the award of attorney fees 1in civil
matters.

* Sec. 3. AS 47.07.020(b) 1is amended to read:

(b) In addition to the persons specified in (a)of this section,
the following optional groups of persons for whom the state may claim
federal financial participation are eligible for medical assistance:

(1) persons eligible for but not receiving assistance under
any plan of the state approved under 42 U.S.C. 601 - 615 (Title I1V-A,
Social Security Act, Aid to Families with Dependent Children) or 42
U.S.C. 1381 - 1383c (Title XVI, Social Security Act, Supplemental
Security Income);

(2) persons in a general hospital, skilled nursing facility
or intermediate care facility, who, if they left the facility, would
be eligible for assistance under one of the federal programs specified
in (1) of this subsection;

) persons under age 21 who are [YEARS OF AGE] under
supervision of the department”™ for whom maintenance 1is being paid in
whole or 1in part from public funds® and who are 1in foster homes or
private child-care institutions;

(4) aged, blind, or disabled persons, who, because they do
not meet 1income requirements, do not receive supplemental security
income under 42 U.S.C. 1381 - 1383c (Title XVI, Social Security Act),
and who do not receive a mandatory state supplement, but who are
eligible, or would be eligible if they were not in a [GENERAL HOSPITAL
OR] skilled nursing facility or intermediate care facility to receive
an optional state supplementary payment;

(5) persons under age 21 who are [YEARS OF AGE] in an
institution designated as an intermediate care facility for the
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