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REVISED ADDENDUM TO FISCAL NOTE ON CSSB 166

Although Sitka .General Hospital has also been 1identified as
a facility which could have year end co..foimance waived under SB
166, the financial 1impact to the Department of Health and Social
Services from this waiver will not significantly 1impact the FY 89
budget.

Other facilities may be eligible to have vyear end
conformance waived in accordance with SB 166, however, these
facilities have not contacted either the Medicaid Rate Commission
or the Department of Health and Social Services requesting such a
waiver. Consequently, the potential financial impact from these
facilities seeking a waiver has not been included in the fiscal

note. If waiver is extended to the other possibly eligible

faﬁ I|t|_T he maximum anticipated fiscal impact in FY 89 would

be $250 0 total funds, $125.0 general fund match and $125.0

federal funds.

Approved:
M mer

Department of Health
and Social Services

Dated: /E~.
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(4) :the disproportionate share 6paSyment is not subject to the pay-

ment limitations in 7. AAC 43.685(d).

(¢) Wisproportionate shareapa)(]ment_s will be phased in over a three
year period, As of July 1,1988, the adjustment will be one-third of the
amount of the full payment adjustment. As of July 1, 1989, the loay-
ment will be two-thirds of the full payment adjustment. As of July 1,
3990, the paymentwill be the full payment adjustment. (Eff. 3/16/89,

Register 109) oo e >r -
Lo ' ¢« \l -v.r
Authority: AS 47.07.040 .
AS 47.07.070 : s

7 AAC 43.691. YEAR-END CONFORMANCE, (a) The commis-
sion will determine whether the rates paid by the division of medical
assistance are in conformanco with the commission-approved rates, as
follows: , v - e

(1) The.actual depreciation will be substituted for the ,approved
depreciation when considering year-end .conformance*/'s

FZ) For long-term care facilities and intermediate care facilities
for mentally retarded, the commission will compare the actv.al costs
Per day to the approved rate, with actual ancillary costs,substituted
or the approved ancillary costs. Actual anq(llary = ts will be .calcu-

.;[lated based on the ratio of operating expenses, loss revenue offsets

definedin 7 AAC 43.685(b)(4§J, to charges in the applicable ancillary
revenue center, not.to exceed 100 percent of,usual and,customary
‘charges. .The following apply to the ancillary costs; »,
Hlef FA) Ifactual costs are less than two_i)erc.en"below or; above the
ap_i)roved rate, adjusted for actual ancillary costs, no,adjustments
will be made. " : , AT
"} (B) If actual costs are two percent or more belqlw the approved
rate, adjusted for actual ancillary costs, the.actual ancillary costs
will be comp"red to the approved ancillary,costs. If actual ancil-
lary costs are below the approved ancillary costs, 90 percent of the
difference will be reduced from the rate as approved by..the com-
mission in the facility’s next fiscal year. If actual ancillary costs
are above the approved ancillary costs, 90 percent of. the differ-
ence will be added to +he rate as approved by the commission in
the facility’s next fiscal year. 1 'r o\

_Sb) For acute care hospitals and specialty hospitals, the commission
will compare the actual charges billed to the division of medical assis-
tance with the approved rate per adjusted admission. If the actual
charges to the .division of medical ‘assistance exceed the' allowable
costs as calculated in the approved b_ud%et and adjusted in (a) of this
section, the.percentage of charges will bo adjusted downward in the
famh%‘s next fiscal 8year by the amount of the difference.-'

(c) Repealed 7/20/88 .

mi<
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=i (d) For. rural health clinics, tho commission will compare the actual .
costs for each'visit to the approved-rate and, fe; :
wiil* Cl) if actual costs for each visit for medical assistance recipient

-* are equal to or nbovo tho approved rate; no adjustments will be

o..jnade;ey € . *r m v/

. -2.(2). if actual costs or charges for each visit for medical assistance
recipients are below the approved rate, the difference between the
approved rate and actual costs or charges, whichever is less, will be
deducted from the rate a;oproved by the commission for the rural
health clinic’s next fiscal year. r ;. [
(e) The commission will, in its discretion, waive all .or part of the

year-end conformance if the facility providesjustification, to the com-

mission’sisatisfactibn, that manifest irreparable injustice’wili result if
year-end conformance is strictly applied, arid if the commission finds

(1)  the facility has taken effective measures to control costs in
response to;the situation upon which,the waiver request is based;
*I (2) the waiver request does not contradict a prior action of'the
comiriission as to an element of the facility’s rate established under
>'7 AAC;'43:683, 7 AAC 43.685, or 7 AAC*43:i686;
“(3) the waiver request would result iri paxhrﬂnentfor only allowable
A ™h n A hw#Al mAMAXmal T A mma

« litioris; arid ¢
o’ 'C4)’'the situation upon which the .waiver request is based results
.from the provision of direct putient care or frdrri ﬁrudent.'narlage-
*"‘merit actions improving the financial viability of the acility to pro-
‘vide’ patient care. . _
(f, "Outpatient surgical clinics and hospital outpatient laborator
"services are exempt from all provisions of this section. (Eff. 8/9/86,
'Reglster'99; am 5/8/88, Register 106; am 6/19/88, Register 106; am

7/20/88;- Register 107; am 3/25/89, Register 109) ’
LTI S =)~ - > e < g .
‘Authority: *AS-47.67.070!
-V AS 47.07.071 ' I |
( Mi-.- ,i(i AS,47.07.180 ,

M1V X W | e * ° 7 ® * T He "
7 AAC 43.709. DEFINITIONS. In 7 AAC 43.670 — 7 AAC

(1) “adjusted admission” means an ‘adjustment to inpatient ad-
;missions that increases the number of admissions by outpatient
.revenue,,at the rate of one additional admission for outpatient reve-
;nue.equal to. the inpatient rate; - .« e _

. ﬁ2> "ancillary costs” means, in the long-term care rate, patient-
billed charges for additional services in Ion?_-term care facilities,
such as pharmacy prescriptions, specific supplies, and physician-or-

16
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SE,\'ATL: PRESIDENT

~ SITKA COMMUNITY HOSPITAL

u wuwnivi

209 MOLLER AVENUE « SITKA, ALASKA 99835 »(907) 747-324)

February 10, 1989

Senator Tim Kelly
Alaska State Senate
P.0O. Box V

Juneau, AK 99811

Dear Senator Kelly:

I recommend favorable consideration of Senate Bill 166.

Senate Bill 16if? will affirm an intent and an authority which
reason dictates has always been present.

The Medicaid Rate Commission, for whatever reasondid not
have a proviso in its rules and regulations after July 20,
1988 specifically stating it could waive its own rules for
good reason. It appeared that it was their intent to have
that authority. Nothing in their rules and regulations
indicated that they did not have it.

Through a statistical quirk our reimbursement rate was
calculated at 20%. Satisfactory justification was presented
for the nonconformity and the rate was adjusted. The
Commissioner of Health and Social Services had made several
attempts to force the Medicaid Rate Commission to recant the
adjustment and reset the rate at 20%. The Commissioner has
not been successful to date, but continues to 1diry. A 20%
reimbursement rate is not reasonable.

The Medicaid Rate Commission has in fact finally adopted
rules and regulations which express their previous intent to
have the ability to waive conformance for good reason.

Your support of SB 166 will be a vote for the affirmation of
reason. Thank you. A similar letter has been sent to
Senator Eliason, Representative Grussendorf and the other
members of the Senate and House Health, Education and Social

Services Committees.

Sincerely

Ed Malewski
Administrator

cc: HAA

EM:ck



SITKA COMMUNITY HOSPITAL MAR O 8 1989

209 MOLLER AVENUE « SITKA, ALASKA 99835 « (907) 747-3241

March 3, 1989

Senator Paul Fischer
Alaska State Senate
P.0O. Box V

Juneau, AK 99811

Dear Senator Fischer:

My staff and 1 have reviewed the Committee Substitute for
Senate Bill No. 166, "an Act relating to conformance between

actual payments and approved payment rates to health
facilities for medical care under certain state medical
assistance programs; and providing for an effective date."

The time and effort expended in the revision to ensure
compliance with Federal dictates 1is appreciated.

Your support of the new Senate Bill No. 166 1is encouraged
and appreciated. We request that Senate Bill No. 166 be
expedited so passage and implementation may be accomplished
prior to 31 March 1989. IT implementation takes place after
1 April 1989, the State loses a calendar quarter for
implementation purposes.

Your 1interest and concern are appreciated. A similar letter
has been sent to Senator Eliason, Representative Grussendorf

and other members of both Senate and House Health, Education
and Social Services Committees.

Sincerely

““ Ed Maiewsxi
Administrator

cc: HAA

EM:ck
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SITKA COMMUNITY HOSPITAL

209 MOLLER AVENUE < SITKA, ALASKA 99835 « (907) 747-3241

February 10, 1989

Senator Paul Fischer
Alaska State Senate
P.0. Box V

Juneau, AK. 99811

Dear Senator Fischer:
I recommend favorable consideration of Senate Bill 166.

Senate Bill 166 will affirm an intent and an authority which
reason dictates has always been present.

The* Medicaid Rate Commission, for whatever reason, did not
have a proviso in its rules and regulations after July 20,
1988 specifically stating it could waive 1its own rules for
good reason. It appeared that it was their intent to have
that authority. Nothing in their rules and regulations
indicated that they did not have 1it.

Through a statistical quirk, our reimbursement rate was
calculated at 20%. Satisfactory justification was presented
for the nonconformity and the rate was adjusted. The
Commissioner of Health and Social Services had made several
attempts to force the Medicaid Rate Commission to recant the
adjustment and reset the rate at 20%. The Commissioner has
not been successful to date, but continues to try. A 20%
reimbursement rate is not reasonable.

The Medicaid Rate Commission has in fact finally adopted
rules and regulations which express their previous intent to
have the ability to waive conformance for good reason.

Your support of SB 166 will be a vote for the affirmation of
reason. Thank you. A similar letter has been sent to
Senator Eliason, Representative Grussendorf and the other

members of the Senate and House Health, Education and Social
Services Committees.

Sincerely,

Administrator

cc: HAA

EM:ck
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SOUTH PENINSULA HOSPITAL

4300 BARTLETT * HOMER, ALASKA 90603 =+ [907] 235-8101

October 26, 1989

The Honorable Paul Fischer
P. 0. Box 784
Soldotna, Alaska 99664

Dear Senator Fischer:

| appreciate being given the opportunity to participate in the

Senate HESS meetings in Soldotna on November i, 1989. | have two
major areas of concern in regard to the functioning of the Medicaid
Rata System since the advent of Executive Order 72. The first is
with 3enate S ill 166 and the year-end conformance process. The

second is with the administrative appeals proceed.

Senate B ill 166 provided for the waiver of year-end
conformance projects in situations where wunusual circumstances
produced rate* that were manifestly unjust. This b ill was prompted

in very large part by the experience of Humana Hospital-Alaska.
Humana was advised that it would receive reimbursement of only 30

percent of actual chargee for treating M edicaid patients. An
analysis of that problem revealed that Humana had treated an
unusually high number of acutely il M edicaid patients, whose
average length of stay far exceeded the norm. When this situation

occurs, the year* end conformance methodology produces a rtificially
low reimbursement rates.

The major deficiency in the year-end conformance process that
was identified Was the fact that one single severely ill Medicaid
patient could distort the entire year-end conformance process.
Thus, the possibility existed that a facility that had not been

over-reimbursed in any previous years would nevertheless be
penalized by the year-end conformance process if it took care of
an extremely ill patient who had a length of stay that exceeded the
average for Medicaid patients. Senate B ill 16S was implemented to

correct this deficiency.

In August, 1989, South Peninsula General Hospital was notified
by the Medicaid Rate Advisory Commission that ita proposed Medicaid
reimbursement rate for acute care would be reduced by mors than 16

percent, based on year-end conformance. This would result in a
monetary reduction to South Peninsula in excess of $87,000, The
purpose of year-end conformance adjustments is to correct for past
overpayments. An analysis of South Peninsula’s prior’years and the
calculations of the MRAC staff shows that South Peninsula- was
underpaid in FY’88 by $124,453 and in FY'87 by $56,721.

Nevertheless, South Peninsula's rates were lowered because of one
critically ill cancer patient, whose length of stay was 25 times
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The Honorable Paul Fischer
October 27, 1989

Pago 2
higher than the average, This clearly should fall under the waiver
provision of Senate B ill 166.

At the August 29, 1989 hearing, South Peninsula presented to
the Medicaid Ratfe Advisory commission a complete analysis of the
extraordinary charge* incurred by the single cancer patient who was

hospitalized for almost two months, Had the statistics for this
one patient been carved out of the calculations, there would have
been no negative year-end conformance adjustment, and South
Peninsula would have been reimbursed for 100 percent of its
charges. Including the figures for that one patient led to the
unjust result of a negative year-end conformance adjustment, and
the facility sought the remedy established by Senate B ill 166 and
asked for a waiver. The MRAC unanimously voted to waive year-end

conformance for South Peninsula.

A fter the hearing, South Peninsula received an decision and
order letter from mkac Executive Director Jack Nielson in which
its reimbursement rate for FV90 was set at 87 percent of charges,
which 1is a reduction of 13 percent. There was no explanation as
to wny. theyear-end conformance waiver was not upheld, nor any
explanation as to how the 87 percent reimbursement figure was
determined.

| have to te ll you that it is extremely frustrating to go to
Anchorage and present detailed information to the MRAC in support
of South Peninsula'a request for a waiver of year-end conformance,
be granted that waiver by unanimous vote of the MRAC, and then have

itarbitrarily overturned, w ith no explanation. W hat la
particularly troubling la the fact that Commissioner Myra Munson's
designated representative, Frank Hickey, voted to waive year-end
conformance for South Peninsula Hospital. I do not understand why
Commissioner Munson has designated someone to sit on the Medicaid
Rate Advisory Commission to hear presentation*, and than fa il to

follow the recommendations of that designee.

Senate B ill 166 was enacted in response toa specific
situation where a health care fa cility has wunusual circumstances
that skew the year-end conformance result* i f this unusual
circumstance ii»w not taken into consideration. South Peninsula has
an obligation to treat critically ill patients as diligently and
w ith as much care as the less acutely ill. The consequence of that
treatment, however, i * that South Peninsula has been unfairly
penalized by a Ilowered rate due to the year-end conformance
process. We have attempted to avail ourselves of the designated

avenue of relief, and have been thwarted by the system.

The second arsa of concern relates to the administrative
appeals process. South Peninsula disagreed with its FY'88 rate
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The Honorable Paul Fischer
October 27, 1989.1
Page 3 £
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which waa set on .Tun# 26, 1987, and appealed the decision of; the

then Medicaid Hate Commiesion. An evidentiary hearing was held in
Anchorage on February 23, 1988. Afterpthe hearing,” South
Peninsula'e attorney* preeented a post-paring brief. L The
attorney* for the Medicaid Rate CommissionJobjected to our post-
hearing brief and requested additional hearings. An additional
hearing was held on January 31, 1989. Hearing O fficer E Iliott

handed down a decision agreeing with SoutngPenineula'imposition
that it had been under-reimbursed by the Medicaid system~for its
legitim ate malpractice insurance coats. Mr.JSlliott 8 decision was
forwarded to Commissioner Munson ear-rly U& July, 1989.?2”" Once
Commissioner Munaon received that decieion”~he simply refused to
accept, reject or modify it for several months, and then finally
rejected the decision and sent it back to Hearing O fficer E Iliott
for further hearings. t!

Two things are especially troubling-TAbout this situ aftion .
First is the unconscionable delay in the resolution of the question

under appeal. South Peninsula's rates forjgy'88 were supposed”o
have been *et as of June 30, 1987. It is now'more than two years
past that date, and South Peninsula stilljjibee not. have a final

decision on its appeal.

The second, and even more troubling, aspect of tha.
administrative appeals process is the powerrJEhat lies in the o ffice]
of Commissioner of Health and Social Services to unilaterally'

overrule a 'well-reasoned decision of the hearing o fficer who has
devoted substantial time to hearing evidence, reviewing exhibits
and consideration of the merits of the appeal*™ Commissioner Munson
did not attend the =evidentiary hearings Jfh February, 1988, or

January, 1989. I have reviewed Commissioner Munson's orders on
remand and find that they Iliterally have nothing to do with fcl*e
case that was presented to Mr. E Ilio tt, The'orders on remand make
numerous assumptions, both factual and legal, which are simply
incorrect. o#fe

As you may be aware, federal law requiros that any state which
participates in a Medicaid reimbursement program must provide its

facilities with a prompt administrative review process. In a |l
fairness, having to wait more than two years for a decision
flagrantly violates the requirement for promptness. It alto seems
less than fair that a person who knows little or nothing about the
specifics Of an appeal haa the final decision authority, Hearing
O fficer E Iliott sat through days of testimony and reviewed numerous
exhibits before he reached his 42-page decision. It teems to me
there would need to be very atrong evidence of the failure of hlIB
reasoning process to have it summarily overturned, Otherwise, the

entire hearing process becomes a farce.
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Prior to the effective date of Executive Order 72, all fin al
decisions were rendered by the Medicaid Rate Commission, This was
a fair process, because the Medicaid R ate Commission, having
c igmally set the rates based on review of reports submitted, was
familiar with the facta of a case and conducted hearing* relating
to the issues on appeal. Mow, however, in South Peninsula's
appeal, wa have a situation where the appeals procea* allows

someone who is not involved with the rate-setting process, and who
is not'involved with the formal hearing process, to make decision

that is not based on fact. There hasto be a way outof this
dilemma. South Peninsula Hospital staff, and | a* its
administrator, arehopeful that through your inquiry, you can help

ue find a satisfactory solution.

I believe that the Medicaid Rate Advisory Commission should
be reinstated to its former status as the decision-making body that

seta reimbursement rate* for health care facilities in Alaska.

I have been the administrator ofSouth Peninsula General
Hospital for over a decade. My fa cility does all that it can to
provide quality <care. The Medicaid program allows the frail,
elderly and medically indigent of the State of Alaska to receive
quality health car®. We urgently need your help in establishing

a Medicaid system within the 8tate that fairly compensate® health
care givera for the care rendered.

Very truly youra,

South Peninsula General Hospital
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FOURTEENTH ALASKA LEGISLATURE (907) 561-7612
FIFTEENTH ALASKA LEGISLATURE Senator Iim K e [y

February 2, 1989

MEMORANDUM

To: Senator Fischer, Chairman
HESS Committee

From: Senator Kelly

Re: Introducing a committee bill to correct a problem with
health facility medical rate reimbusement.

I have attached a draft of legislation that would correct a
problem inadvertantly caused by a Medical Rate Commission
action this last summer. In this action the commission
repealed one of their own regulations that had a dramatic and
unanticipated effect on certain health facilities ye?r-end
conformance determinations. I have talked with Commissioner
Munson and everyone is in agreement that it was an unfortunate
slip up. Last week the commission re-established the
particular regulation.

The problem is that there appears to be no way for the
commission itself to make this regulation retroactive, causing
a disparate rate setting for those facilities whose
conformance determination happened to occur in the time
interval of the regulation®s repeal. Humana hospital 1is
particularly affected.

The proposed draft seems to be the only avenue for redress.

It essentially puts the regulation language into law and
retroactively applies the law. I have tries to make the title
as tight as possible so that the bill does not attract other
considerations. I would appreciate your consideration to
introduce the bill as a committee bill.



IN THE SENATE

SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to conformance between actual pay-—
ments and approved payment rates to health facilities
for medical care under certain state medical assis—
tance programs; and providing for an effective date."

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

* Section 1. AS 47.07.070 1is amended by adding a new subsection to

read:

(e) When actual payments made to a facility during a fiscal year
are reviewed after the fiscal year has ended to determine whether they
were 1in conformance with approved payment rates, all or part of the
year-end conformance shall be waived if the facility provides satis—
factory justification for the nonconformity. IT a nonconformity 1is
accepted, the <corresponding adjustment that would have been made in
rates for the succeeding fiscal year may not be made.

* Sec. 2. The prospective payment rates determined under AS 47.07 for

health facilities for fiscal year 1989, based on.conformance reviews relat—

ed to fiscal year 1988, shall be recalculated as 1if the provisions of

AS 47.07.070(e), as enacted by sec. 1 of this Act, were 1in effect at the

time of the conformance review and during the determination of prospective

payment rates for fiscal year 1989. IfT the application of this section

results in a higher prospective payment rate for a health facility for
fiscal year 1989 than had previously been calculated for that facility, the
difference shall be promptly remitted to the health facility, subject to

appropriation. This section may not be applied to decrease payments to any
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facility for fiscal year 1989. In this section, "conformance review"™ means
the review undertaken after the end of a fiscal year to determine whether
payments made to a health facility under AS 47.07 and AS 47.25.120 - 47.-
25.300 <conformed to the payment rate approved for that health facility
under AS 47.07 and to determine whether prospective payment rates for that
facility should be adjusted for the next fiscal year.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(C ).
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Register 99. October 1986

7 AAC 43.691. YEAR-END CONFORM-
ANCE. (a) The commission will determine
whether the rates paid by the division of medi-
cal assistance are in conformance vith the
commission-approved rates as follows:

(1) The actual depreciation will be substi-
tuted for the approved depreciation when con-
sidering year-end conformance.

(2) For long-term care facilities and inter-
mediate care facilities for the mentally retarded,
the commission will compare the actual costs
per day to the approved rate, with actual an-
cillary costs substituted for the approved an-
cillary costs. Actual ancillary costs will be calcu-
lated based on the ratio of operating expenses,
less other operating revenue, to charges in the
applicable ancillary revenue center, not to
exceed 100 percent of usual and customary
charges. The following apply to the ancillary
costs:

>\) If actual costs are less than two per-
cent below or above the approved rate, ad-
justed for actual ancillary costs, no adjust-
ments will be made.

(B) If actual costs are two percent or
more below the approved rate, adjusted for
actual ancillary costs, the actual ancillary
costs will be compared to the approved an-
cillary costs. If actual ancillary costs are be-
low the approved ancillary costs, 90 percent
of the difference will be reduced from the
rate as approved by the commission in the
facility's next fiscal year. If actual ancillary
costs are above the approved ancillary costs,
90 percent ol the difference will he added
to the rate as approved by the commission in
the facility's next fiscal.year.

(b)  For acute care hospitals and specialty hos-

pitals. the commission will compare the actual
charges billed to the division of medical assist-
ance or Medicaid with the approved rate per
adjusted admission. If the actual charges to ".no
division of medical assistance exceed the allow-
able costs as calculated in the approved budget
and adjusted in (a) of this section, the per-
centage of charges will be adjusted downward in
the facility's next fiscal vear.

HEALTH AND SOCIAL SERVICES

7AAC 43.691
7AAC 43.693

(c) The commission will,
waive all or part of the year-end conformance
if the facility provides justification to the com-
mission’s satisfaction. (Eff. 8/9/86, Reg. 99)

Authority: AS 47.07.070
AS 47.07.071
AS 47.07.180

7 AAC 43.692. FUNDED DEPRECIATION.
Repealed 8/9/86.

7 AAC 43.693. FACILITY AUDITS, (a) The
commission will inspect the financial records of
a facility receiving payments from the division
of medical assistance. The commission vill in-
spect financial records during normal business
hours and will notify a facility of a proposed
inspection of its records at least 10 working days
before the inspection.

(b) If the commission directs, a facility re-
ceiving payments from the division of medical
assistance for eligible state program recipients
shall produce its financial records for inspection
by the commission at a location within the state
or at another place agreed upon by the commis-
sion and the facility.

(c) At the request of the commission, a facility
shall send copies of financial records to the com-
mission offices within 10 working days after the
request is received.

(d) The commission will review the findings
of facility audits. Audit findings that determine
that the division of medical assistance has over-
paid or underpaid will be acted upon in the
following manner:

(I>>If the audit findings relate to a facility’s
fiscal year already ended, the division of medical
assistance will be notified of amounts due from
or to the facility.

(2) If the audit findings relate to a facility’s

fiscal year in progress, the approved rate will be
adjusted to reflect a correct payment rate. The
level of adjustment will be prorated to ensure
that the division of medical assistance will
recoup all money by the end of the facility’s
fiscal year or that the facility will receive all

7-222.3,5e

inon tp

onnt tpifinn nf tthis ssccion

in its discretion,
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January 25, 1989

Medicaid Rate Commission

P.0O. Box 240249

3601 "C" Street, Suite 592
Anchorage, Alaska 99524-0249

Re: Year end conformance waiver
regulation proposal

Dear Commission Members:

The Department of Health and Social Services offers the
following comments regarding proposed regulation (7 AAC
43.691(c)) to waive year-end conformance 1in rate-setting by the
Medicaid Rate Commission. v The department supports the
commission having authority to waive year end conformance,
provided the authority is subject to conditions. The department
recognizes the need for commission flexibility to respond to
unique circumstances. The department opposes unlimited authority
to waive year end conformance in any case. In addition,
unlimited authority will very likely produce additional work for
the ~commission and 1its staff and the facilities, since the
facilities will have no guidelines to suggest what petitions are
likely to be accepted and which ones are not. Truly prospective

setting and responsible budgeting by the commission,
cannot occur 1if every facility can
funds to

rate
department and facilities
petition the commission at year-end for additional

balance i1ts books.

The department offers the following alternative language:

* Section 1. | 7. AAC 43v693) 1is amended by adding a new
subsection to.,read:

B M w A commission will, 1in its discretion, waive all

or “part of the yeap-end conformance, if the facility

provides justification to the commission®s satisfaction,

v The department®s attorney has checked with the staff of the
regulations attorney and was informed that new subsection letter
must be used even though the same language (as was repealed) 1is

being proposed.
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Year End Conformance Waiver

ou I|ThepuHTjdj(a-
that 1immndi futr- and manifest injustice will result if year-

end conformance is strictly applied. All or part of
year-end conformance will, in the commission®s discretion,

only be waived if the commission finds that:

() the facility has taken effective measures to
control costs in response to the situation upon which the

waiver request 1is based;

2) the waiver request does not contradict a
prior action of the commission as to an element of the
facility"s rate contained in 7 AAC 43.683, 7 AAC 43.685, and

7 AAC 43.686; and

A3) the waiver request would result 1in payment
for only allowed costs and services authorized by the
division of medical assistance under state or federal laws
or both if applicable, or regulations; and

(4) the situation upon which the waiver request is
based results from the provision of direct patient care or
from prudent management actions improving the financial
viability of the facility. To provide patient care.

We wurge the commission to adopt the department alternative
language.

We appreciate the opportunity to offer comments on this
important matter. Members of my staff will be available at the
upcoming meeting to further elaborate on this position.

Sincerely yours,

Myra Munson
Commissioner
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October 26, 1989

The Honorable Paul Fischer
P.O. Box 784
Soldotna, Alaska 99669

Re: Department of Health and Social Services
Dear Senator Fischer:

In response to your request for Health Association members to
participate In the Senate HESS meetings iIn Soldotna on Nobember 1,
1989, I submit the following information.

I strongly urge the Senate to rescind Executive Order 72 and
reinstate the Medicaid Rate Advisory Commission as the rate-setting
entity for health care facilities iIn Alaska. 1 have served as the
Administrator of Wesleyan Nursing Home since February, 1989, and
during that short time have observed fTirst-hand the following
serious problems with the Medicaid reimbursement process as It
currently functions.

Wesleyan is a long-term care facility primarily treating
patients who are diagnosed as mentally retarded or mentally
ill. Approximately 90 percent of Wesleyan®s patients are Medicaid
patients. Wesleyan has the lowest long-term care rate of any
facility in the state — 30 percent below the weighted average set
by the MRAC for any other long-term care facility. Despite the
fact that i1t is more costly to treat MR patients than geriatric
patients, Wesleyan®s rate is $100 per day lower than Mary Conrad
Center or Heritage Place.

Certification and licensing auditors from the Department of
Health and Social Services conducted a review of Wesleyan®s
operations in December of 1988. As a result of that review,
Wesleyan was placed on slow track decertification, citing the
following deficiencies:

1. Deficient Ancillary therapy services;

2. Total absence of In-service training;

3. Failure to repair and maintain physical plant and
facilities to such a serious extent that safety and
sanitation standards were threatened;

iesleyan was given 30 days to correct these deficiencies or be
closed down by the state.
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Wesleyan made dramatic 1improvements and avoided the threatened
closure. The expenses incurred in upgrading the services and the
facility in early 1989 (FY"89) would not ordinarily be taken into
consideration in the rate-setting process for FY"90. The current
Medicaid rate-setting system 1is a "history"-based system. The 1990
rate would therefore be based on 1988 expenses. Therefore Wesleyan
requested an exception to the standard rate-setting methods in a
hearing before the Medicaid Rate Advisory Commission on August 29/
1989. The exception request encompassed these areas:

Volumes rebase;
Ancillary therapy;
In-service training;
Repairs and maintenance;
Labor negotiation costs.

a s wWwN PR

A copy of the exception request is enclosed for your information.

As was pointed out to the Advisory Commission/ the State
regulations and the State plan with the Federal Health Care
Financing Administration require that the MRAC consider any unusual
circumstances in determining whether to grant an exception to a
facility"s rate.

At the August 29 hearing/ the MRAC voted unanimously to grant
a volumes rebase/ so that volumes used in the rate calculations
would more accurately reflect current patient volume rather than
using the higher history volumes that had resulted in a lower rate.
Volumes are critical factors 1in determining rates. When base costs
are divided by higher volumes than a facility is currently
experiencing/ patient day rates go down. When accurate current
volumes are used in the calculations/ the patient day rates
correlate more reasonably to current costs.

The MRAC voted unanimously to reimburse Wesleyan for the
mandated Medicaid ancillary therapy costs/ and in-service training
expenses. By a 3-1 vote/ MRAC voted to grant the requested
exception rate increase for repairs/ maintenance/ infection control
and sanitation. The vote on the labor negotiations request was 2-2/
resulting in no position being taken by MRAC on this 1issue.

The MRAC did not reach these decisions lightly/ or based on
superficial information. The hearing lasted more than three hours.
Wesleyan brought its financial consultant/ Donna Herbert/ to the
hearing to assist in the presentation and answer questions. During
the presentation/ the MRAC members and staff members/ Jack Nielson
and Mary Hilton asked numerous questions and there was a complete
and thorough discussion of all exception 1issues. Commissioner Myra
Munson did not attend the hearing/ but was represented by her
designee/ Frank Hickey/ who voted in favor on four of the five
exception requests.

Wesleyan®s representatives left the hearing feeling confident
they would be allowed to continue to function as a viable health
care provider/ based on MRAC®"s granting of their requested
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exceptions resulting in a reimbursement rate of $152.71 per patient
day. Vihile this rate still left Wesleyan with the lowest reimburse —
ment rate of any long term care faility in the state# it was
adequate to cover base ccsts. When the decision and order letter

was received# the rate was set at $140.98 per patient day# which
left Wesleyan with a $239,795 shortfall for FY"90. No explanation
for the rate reduction was given.

In a telephone conversation with Jack Nielson concerning the
rate reduciton, Donna Herbert was advised that Commissioner Munson
had directed him to recalculate the rate based on Wesleyan®s
patient volume for 1987, 1988 and 1989. These were volumes much
higher than Wesleyan®s current volume. The three-year average of
volumes for 1988, 1989 and the projected 1990 volume on which MRAC
granted the $152.71 rate at the August 29 hearing was the same
formula followed by MRAC in granting recent rate exceptions to two
other health care facilities. Commissioner Munson did not overturn
those rate exceptions.

Commissioner Munson directed MRAC staff to disregard the entire
hearing process, and to recalculate Wesleyan®s rate based on
arbitrary and unsubstantiated criteria; the formula she dictated
has not been used in any other facility®s rate calculation. She
did not listen to any discussion of the important points affecting
Wesleyan Nursing Home; however, she unilaterally overruled every
single decision made by the MRAC. The five members of the MRAC are
people with impressive credentials and with relevant expertise in
the health care field. As required by statute, the MRAC membership
includes a certified public accountant, a hospital administrator,
a physician, an attorney and Commissioner Munson or her designee.
IT Commissioner Munson fails to attend a hearing, she has a moral
responsibility to rely or the counsel and recommendations of her
designee.

Wesleyan®s request fcr a rate exception was net frivolous. In
FY:86, Wesleyan®s cash on hand was $1.3 million (due in large
part to generous church-affiliated support and donations, which
are no longer available). Their operating loss in FY"88 was
$465,280; in 1989 it was $896,981. These losses are the direct
result of an inadequate reimbursement rate for more them three
years, and have left Wesleyan with current cash reserves of less
than $150,000.

Wesleyan cannot continue to function with rates that do net
cover 1its costs. If the facility is forced to close, its Medicaid
patients must be transferred to other facilities in the state, any
of whose rate 1is higher than even the $152.71 rate granted by MRAC.
Should Wesleyan close, the State of Alaska would be forced to pay
approximately $100 more per patient day than it pays Wesleyan to
care for its patients.

Following Commissioner Munson®s unilateral overruling of
MRAC®"s recommendations, Wesleyan considered its options for relief.
An appeal was considered, but the backlog of appeals 1is so great
that the earliest time a decision could be expected would be two
years away. Wesleyan cannot function for two years without adequate
funding. The appeal process was disregarded, because Commissioner
Munson has vetoed or otherwise remanded the vast majority of
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favorable decisions handed down by the appeals hearing officer for
the past several months. 1t 1is clearly futile to force a facility
to go through the arduous appeal process when the ultimate decision
maker 1is the person who set the rates in the first place.

Seeing no alternative, Wesleyan has filed an action for relief
in the Alaska Superior Court, asking only that the well-reasoned
decision of the Medicaid Rate Advisory Commission be reinstated.

I believe that most, if not all of these deficiencies in the
current system could be remedied if the Medicaid Rate Advisory
Commission has restored to it the rate-setting decision powers it
held prior to the enactment of Executive Order 72.

As a health care faiclity administrator, | take very seriously
the responsibility of providing quality care for the Medicaid
patients in the State of Alaska. | am grateful that you as a
legislator have exhibited the concern for those patients, and are
allowing an opportunity for health care providers to help explore
remedies to this serious situation. 1 look forward to meeting with
you 1in Soldotna on November 1.

Very truly yours,

Richard Jones, Administrator
Wesleyan Nursing Home

RJ:ap

Enclosure
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August 23/ 1989

State of Alaska

Medicaid Rate Advisory Commission

PO Box 240249

Anchorage, AK 99524-0429

Dear Commission Members:

When 1 appeared before you on June 29, 1 informed you that Wesleyan Nursing
Home was in very serious financial condition. The cash reserves in 1985 of
$1,300,000 has been depleted to $250,000 in 1989 and that we were losing
$60,000 per month. My concern was that the proposed rate of $130.72 was so
far below expenses, that the facility could not continue in this mode of
operation.

At that time | also suggested that Wesleyan should consider classification as
a MR and/or Ml facility since the majority of residents treated at the facility
are MR or Ml rather than geriatric residents. Since | spoke to you on June 22,
I have had a great deal of assistance and enlightenment from Karen Martz,

Mary Hilton, Jack Nielson, Donna Herbert and a team from the Division of Mental
Health and Developmental Disabilities.w Each of them have worked closelylwith
me to bring clarity into the current situation. They have each assisted the iIn
identifying and recreating what problems in the past may have lead into the
serious predicament that we face today.

It has been clearly reinforced to me by the Health Division (DMA) that Wesleyan

historically and currently provides services to MR & Ml residents appropriately

within its ICF certification and license. Further, that due to the type of MR
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and Ml residents at Wesleyan a MR / MI unit should not be designated within

the facility. The types of MR and MI residents located at Wesleyan receive
"educational" therapy not restorative "active treatment" program therapy as

is provided at APl and Harborview. To illustrate by example, one of our MR
residents is 38 years old. However, mentally she is 14 months old, is on a
baby bottle, wears diapers and walks on her tip-toes (as would an infant at
that stage of development). She is unable to communicate (as are several of
our MR & MI residents), and requires constant attention on an almost one to one
basis in a similar manner as you would expect to find in any home where an
infanct is present. Two of our residents are both MR and MI. The care planning
and assessment process is much more involved, requires more staff time, and

a broader spectrum of input in the interdisciplinary approach than is required
for geriatric residents.

If a MR / MI disignated unit were "created" the types of programs that would

be required to be developed and provided would be "active treatment" programs.
The costs associated with the new service program would be significantly higher
than experienced with the current program. This would be viewed as an unneces—

sary duplication of service programs currently provided by API and Harborview.

Residents needir active treatment”™ program development are initially admitted

to APl or Harbc Then, after improvement or stabilization of the residents®
condition is acl " the resident is transferred to Wesleyan which provides

a long term educa® program in a less institutionalized or structured
setting. Later, wich sued progress, some residents are able to be trans—

ferred to shelter homes, fosttr homes, domiciles, sheltered educational workshop

programs and near independent living in the residents home community. This
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system is supported by all effected facilities, the Health Division (DMA)

and the Division of Mental Health and Developmental Disabilities. The system
currently in place works well, has appropriate goals including the active
participation of community based mental health counseling services and the
current system of utilizaing Wesleyan as the second program step resource
should not be changed.

As ycu are aware the Wesleyan Nursing Home rate is over 30% £ v the weighted
average of the other free standing under 100 bed facilities. After reviewing
past years records, staff reports and rates with your staff when they were Kkind
enough to visit the facility, it appears that there were many reasons for the
low rates that were set over the years that depleted all cash reserves.

A new management team is in place at Wesleyan. This new management teamis
supported and supplemented by the assistance of financial, planning andquality
of care consultants and by a new open working relationship with the MRAC staff,

Health Division and the Division of Mental Health & Developmental Disabilities.

Our facility has taken steps to correct the past deficiencies that were due
to previous errors and omissions. However, under the current methodology,
there is no mechanism to adjust base years. Therefore our costs are contained
from base year even though the base years were incorrect. It is my understanding
that corrections cannot be made for prior years, but there are two current
problems that also effect the low rates:

1. That 1990 routine rates are being set using 1985 volumes from the
"F" calculation.

2. A substantial portion of current costs, many of which are required by

certification and .licensing are not iIn our base year.
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174 S. Franklin St.

Suite 229
Juneau, Alaska
(907) 586-9565 99801
August 23, 1.989
State of Alaska
M edicaid Rate Advisory Commission
PO Box 240249
Anchorage, Ak 99524-0429
Dear Commission Members:
Wesleyan Nursing Home is bringing forward to the Commission
a number of important issues for your consideration during the
meeting of August 29, 1989.
The issues and their impact on Wesleyanlb rate that we bring
before you today are:
Exception Staff
Rs_guas.t. Proposal
Volumes Rebase $143.39 $131.81
Ancillary Therapy $6.28 -0 -
Inservice Training $1.24 -0-*
Repairs & Maintenance $1.80 -0 -
Labor Negotiations S1, 00 -0 -
Total Rate: $153.71 $131.81
Thank you for your understanding and consideration of these
issues, each of which has a significant impact on Wesleyan Nursing
Home.

FOR WESLEYAN NURSING HOME:

Donna Herbert,
Financial Consultants of Alaska



WESLEYAN NURSING HOME
Cash Position - '83 to '89

Fiscal Year
1983
1984
1985
1986
1987
1988

1989

$0 $200 $400 $600 $800 $1,000%1,200%1,400%1,600
In Thousands

by: Financial Consultants of Alaska



WESLEYAN NURSING HOME 08/24
Seward, Alaska CASH and OPERATING LOSS POSITION

As tlf
FIY 1983 FIY 1984 FIY 1985 FIY 1986 FIT 1987 F/Y 1988 FIY 1989*  08/15/89

Cash $1,164,037 $1,237,918 $1,37141.1 $1,302,510 $1,182,44B $941,051 $393,981 $231,118
Operating toss ($12,818)  ($168,836)  ($161,757)  ($184,479) ($291,760)  ($465,290)  ($714,056) n/a
Other Sources of Revenue  $209,156 $228,361 $227,808 $228,635 $177,691 $154,056 $124,056 $69,937 **

Revenue over Expense $196,338 $59,525 $66,051 $44,156  ($114,069)  ($311,234)  ($590,005)  ala

*fro« G&neral Ledger
before final audit.

**1995 Revenue Sharing



1989 REIMBURSEMENT RATES

Free Standing Nursing Homes

$250
$200-
$150-
$100
$50 -

$O - J i -
MaryConrad Heritage St Ann's Denali Wesleyan

$234.31 $220.86 $180.97 $161.08 $130.72

FACILITY & RATE

by: Financial Consultants of Alaska



WESLEYAN NURSING HOME 08/721/89

Seward, Alaska EXPENSES vs REIMBURSEMENT

TOTAL
p/T 18L F/Y 195 F/Y 1B F/f 1987 p/T 198 F/T 199 F/Y 19D over 7VYears

fotal Facility Bipeues: 917,86 $2,1H,8) R2A1,75 RLR3A1LTL R62381 IABFH B23,7H

D Increase.: a13%,011 $107,.8b $%,10 $33, 6887 $26,05 2,80 $12590
XX Increase: 6.9 5@ 1 3x 121 105 1000 (S2AC S
Total Patient Days: 23,009 23,310 262 21,78 21,166 18,110 19,710
Sate Based os
Actual Kipenses: 5.5 D5 $BY 8I(0.3B $121.5/ $1PP a6l .8
Approved Medicaid Hate: &L.10 b5 H.® s 11 $ B2 $117.52 $13.72
Bate Piffcreatial: 5D B30 $8.8 $12.73 $21.H $12.10 $3BH

Total Pacilitj Expenses: $199786 R 1H3D 221,75 $231,181 $263,81 $29886 $3213,7%6 $17,557,18
Reiaburseseot: 9L&LFL 9L ID, /D> RAU3P2L 208,38 $22518B $2 167,00 $256,191 $11,95,%/
Other Revenue Sources: PO, FHl X788  $28,6D $ 177,601 $15L,06 92,06 $90,10 $1,23.,007

RBIKBORSESEHT EXCESS f
(SHORTFALL. 05 R,53 $27,BL (VLB (VLD (B, 77)  (BAREH (9,103

FhRAhkhkhkkkhkkik dhhkhkhkkhhkikkhhkik khhhihhkihiikik KLLD K& » R S o S R R S S R R R R S R R R R S S e R S e e
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WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION
PATIENT DAY VOLUMES
SYNOPSIS: Under the current rate-setting methodology, the routine
component of the LTC rate is calculated using 1985 patient days as
a base. A general statewide drop in census, along with the opening
of Heritage Place, has resulted in Wesleyan volumes falling 27%
since 1985. As an exception to normal practice, Wesleyan Nursing
Home requests that a more realistic number of patient days be used
in the calculation of the 1990 rate.
DISCUSSION:
PAXIENT.-PAYS
TOTAL MEDICAID
1983 23,026 20,723
1984 23,029 20,956
1985 23,340 21,039
1986 22,682 20,243
1987 21,303 19,225
1988 21,465 19,298
1989 18,440 16,596
1990 - Based on 54 Patients 19,710 16,500
1988-1990 3-Year Average: 19,872 17,465
1985-1989 Decrease: -26.57%
Please also refer to patient census and discharge data on page

15.



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

PATIENT-PAY VOLUMES (Cont.'d)

The patient day average over a three year period has been used

previously by the Medicaid Rate Advisory Commission when granting
volume exceptions.

AS PROPOSED VOLUME EXCEPTION
1385 PAYS
ROUTINE $2,249,246 $2,249,246
P atient Days 22,683 19.872
Routine Component $99.16 $113.19
"F" Calculation Adj. 5.45 .54
Inflation Adj. 4.66 5,32
Total Routine Rate: $109.27 $119.05
1988 DAYS THREE-YEAR AVERAGE
CMIAXI $125,459 $125,459
P atient Days 21,465 19.872
Total Capital Rate: $5.92 $6.31
MEDICAID MEDICAID
1388 DAYS THREE-YEAR AVERAGE
ANCILLARY
Net Cost $258,516 $258,516
P atient Days 19,298 17,465
Total Ancillary Rate: $13.39 $14.80
WeBleyan Rate Sub-Total: $128.58 $140.16
Year-End Conformance: $3.23 $3.23
FY 190 WESLEYAN RATE: $131.81 $14339



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

PATIENT DAY_VQLUMES (Cont'd)

PETITION TO THE COMMISSIONS

Wesleyan Nursing Home requests the Commission to consider this
critical volume issue and rebase the FY'90 "F" calculations wusing
three-year average patient days, rather than 1985 patient days.
Further, Wesleyan requests that the Commission instruct staff to
calculate the ancillary component on the Medicaid three-year
average volumes rather than the 1988 Medicaid days. This exception
w ill add $11.58 per LTC day to the proposed rate.



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

ANCILLARY THERAPISTS AND CONSULTANTS

SYNOPSIS: The state survey performed at Wesleyan Nursing Home in
FY*89 cited the facility for the complete lack of occupational,
physical, and speech therapists, lack of social workers, and
inadequate recreational therapy department and programs.

DISCUSSION: In the table below, the therapy consultant and
salaries for 1988 total $2,079, Every LTC nursing home 1in the
state is required to staff these ancillary departments with
licensed consultants or licensed staff employees. Wesleyan has
hired consultants and employees in each of the departments listed.
There is $109,733 of Medicaid Specific Ancillary Costs not included
in their 1988 base rate. The partial Certification Report that 1is
enclosed in the back of your packet has many of those deficiencies
highlighted in yellow.

ANCILLARY THERAPIES NOT INCLUDED IN 1988 BASE

1990 988
B ersss das
OCCUPATIONAL THERAPY 55,253 1,640
PHYSICAL THERAPY 28,062 440
SPEECH 16,260 -0-
DIETICIAN 1,096 -0-
SOCIAL WORKER 1,696 -0-
RECREATIONAL THERAPY:
2 Activities Aides 18 6 —6—:
1 Recreat. Therapist Consultant ,8&&5 U=
TOTAL ANCILLARY THERAPIES 124,890 2,079
Less 1988 Costs 1in Base
Plus 9.8% Inflation <2,283>
122,607
MEDICAID SPECIFIC (0O 89.50%) 109,733
TOTAL AVERAGED MEDICAID DAYS 17,465
REQUESTED EXCEPTION
FOR ANCILLARY THERAPIES - $6.28 PER DAY

1 Recreational Therapy 1i1s a part of expanded services due to
certification in FY-89.

10



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

ANCILLARY THERAPISTS AND CONSULTANTS fCont"d)

PETITION TO THE COMMISSION:

Wesleyan Nursing Home requests the Commission to consider the
allowable therapy cost required by certification and by quality
patient care logic and set a rate that 1includes an Ancillary
Exception of $6.28 per LTC day.



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

REPAIR AND maintenance

SYNOPSIS: Wesleyan Nursing Home had many deficiencies for repair
and maintenance in the 1989 certification report. Wesleyan
demonstrated to staff in a walk through the facility that repairs
have been sadly neglected.

DISCUSSION; For the entire 1988 fiscal year, Wesleyan had repair
and maintenance cost6 of only $3,348. In a building that 1is 37
years old, the lack of costs speaks to the many repairs that must
be done to meet certification health and safety standards. The
administrator has carefully inspected the facility and listed the
deficiencies that must be corrected. I have enclosed a partial
list of those repairs in the back of your packets. The partial
certification report that 1is enclosed has many of those items
marked 1in green.

The estimate of the repair costs is $39,500. $35,824 of those
hosts are not in the base year.

REPAIR AND MAINTENANCE

1990 1988
REPAIR & MAINTENANCE EXPENSE 39,500 3,348
Less 1988 Costs
plus Inflation 1in Base <3 .676>
35,824
PATIENT DAYS 19,872
TOTAL EXCEPTION REQUESTED $ 1.80

The majority of the deficiencies on repairs,
infection control and sanitation were cited on the state

survey.

PETITION TO THE COMMISSION:

Wesleyan Nursing Home requests that the Commission consider
the badly needed repair costs and grant an exception of $1.80 per

LTC day for repairs.

12



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

INSERVICE.TRAINING

SYNOPSIS: The 1989 Certification Review cited Wesleyan Nursing
Home for a total [lack of inservice training programs for the
nursing staff. In 1988, Wesleyan recorded no 1inservice training
costs,

DISCUSSION: Prior to the State ™ Certification Review, Wesleyan
hired Whitman Nursing Consultants to review the facility before the
State survey team"s arrival. Marian Caudill performed the
management certification survey and produced a 20-page report which
delineated potential certification deficiencies that needed to be
corrected before review.

Inservice training programs have been initiated and scheduled
since the time of the State survey.

INSERVICE TRAINING

1990 1988
STAFF IN SERVICE?Z2 15,460 .78 -0-
BOARD AND ADMINISTRATION 5,000 ,25 -0-
MANAGEMENT CERTIFICATION3 4,177 .21 -0-
24,637
PATIENT DAYS 19,872
TOTAL EXCEPTION REQUESTED $ 1.24

PETITION TO THE COMMISSION:

Wesleyan Nursing Home requests the Commission to consider the
inservice training and allow an additional $1.24 per LTC day.

2 Cited in Survey.

3 Hired prior to Burvey to correct deficiencies.

13



WESLEYAN NURSING HOME
MEDICAID RATE ADVISORY COMMISSION PRESENTATION

LABOR.NEGOTIATION FEES

SYNOPSIS: Wesleyan Nursing Home hired a labor negotiating firm to
negotiate 1i1ts labor-union negotiations. Failure to do so would
have resulted 1i1n even higher salaries and benefits than the
facility has been forced to comply with.

DISCUSSION:
LABOR_NEGOTIATION FEES
1990 1988
WILCOX (Law Firm) 19,822 -0-
Patient Days 19,872
TOTAL EXCEPTION REQUESTED $ 1.00

PETITION TO THE COMMISSION:
Wesleyan Nursing Home requests the Commission to grant a $1.00

per LTC day 1increase in the rate for legal fees that were not
included 1n base years.

14
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The Medicaid Rate Commission repealed one of its own
regulations that had a dramatic and unanticipated effect
upon certain health facilities year-end conformance
determinations.

The problem is that there was no way for the commission itself
to make this regulation retroactive, causing a disparate rate
setting for those facilities whose conformance determination
happened to occur in the time interval of the regulation®s
repeal. Humana andiSitka, hospitals are particularly affected
by this.

According to the department, if this bill is enacted it will
partially reimburse the hospitals affected by the disparate
rate setting.

As you can see by the fiscal note, this is a one shot deal to
help correct an oversight

This is only a partial reimbursement to help correct a wrong.

I urge your consideration of this bill.
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er than a (10) Interest, depreciation, and other capital costs will not be rec-
ith of the ognized on assets if a certificate of need was required and the facil-
ibution is ity did not. secure one.
se is the (11) Limits on operating costs provided by related organizations.
base the Costs of services, facilities, and supplies furnished to a facility by
;set under organizations related to the facility are allowable costs only to the
extent that these costs do not exceed the lower of
ccount for (A) the documented costs of the services, facilities, or supplies
s that are to the related organization: or
83 edition (B) the reasonable price of comparable services, facilities, or
ets,” pub- supplies offered by a vendor not related to the facility.
, (12) Related organization cost documentation. A facility shall
isset from document the cost to a related organization for services, facilities, or
the asset, . supplies furnished to the facility by the related organization. The
tover the commission will permit the cost to be included in the operating base
rovement, of a prospective payment rate only if the cost to be included is fully
er the re- documented as prescribed in ihe manual. (Eff. 8/9/86, Register 99;
ing useful am 7/20/88, Register 107)
vhichever
s than the Authority: AS 47.07.070
||ng must AS 47.07.073
AS 47.07.180
Lpr
FPToreRy 7 AAC 43688, TOTAL FINANCIAL REQUIREMENTS. Re-
'the lease pealed 8/9/86.
is less, r
fful life to 7 AAC 43.690. OPERATING COSTS. Repealed 8/9/86. _ LLAjuL"Jf
y 7 AAC \ 7 AAC 43.69% TC'EAR-END CONFORMANCE, (a) The commis-
nanual, a sion will determine whether the rates paid by the division of medical
ind equip* ?slslistance are in conformance with the commission-approved rates as
ollows:
d or dis- (1) The actual depreciation will be substituted for the approved
ge, theft, depreciation when considering year-end conformance. N
ger depre- (2) For long-term care facilities and intermediate care facilities
| assets, for mentally retarded, the commission will compare the actual costs
difference per day to the approved rate, with actual ancillary costs substituted
rand any for the approved ancillary costs. Actual ancillary costs will be calcu-
_ lated based on the ratio of operating expenses, less revenue offsets
t the gain defined in 7 AAC 43.685(b)(4§), to charges in the applicable ancillary
ts annual revenue center, not to exceed 100 percent of usual and customary
in base of charges. The following apply to the ancillary costs:
in base of (A)  Ifactual costs are less than two percent below or above the
e effort to aploroved rate, adjusted for actual ancillary costs, no adjustments
» asset. will be made. ¢ :

385



7 AAC 43.692 Alaska Administrative Code 7 AAC 43.693

(B) Ifactual costs are two percent or more below the approved

Tate, adjusted for actual ancillary costs, the actual ancillary costs

will be compared to the approved ancillary costs. If actual ancil-

Ia}%/ costs are below the approved ancillary costs, 90 percent ofthe

difterence will be reduced from the rate as approved bY the com-

mission in the facility's next fiscal year. If actual ancillary costs
are above the approved ancillary costs, 90 percent of the differ-
ence will be added to the rate as approved by the commission in

the facility’s next fiscal year. _ o
_ﬁb) For acute care hospitals and specialty hospitals, the commission

will compare the actual charges billed to the division of medical assis-
tance with the approved rate per adjusted admission. If the actual
charges to the division of medical assistance exceed the allowable
costs as calculated in the approved budget and adjusted in (a) of this
section, the percentage of charges will be adjusted downward in the
facility!s next fiscal year. by the amount of the difference.

of Repealed 78 o

Ed) For rural health clinics, the commission will compare the actual
costs for each visit to the approved rate and, o

(1) if actual costs for each visit for medical assistance recipients
aredequal to or above the approved rate, no adjustments will be
made;

(2) if actual costs or charges for each visit for medical assistance
recipients are below the approved rate, the difference between the
approved rate and actual costs or charges, whichever is less, will be
deducted from the rate anroved by the commission for the rural
health clinic’s next fiscal year. _ _

(e) Outpatient sur%lcal clinics and hospital outpatient laborato
services are exempt from all provisions of this section. IEff. 8/9/86,
Register 99; am 5/8/88, Register 106; am 6/19/88, Register 106; am
7/20/88, Register 107)

Authority: AS 47.07.070
AS 47.07.071
AS 47.07.180

et

7 AAC 43.692. FUNDED DEPRECIATION. Repealed 8/9/86.

7 AAC 43.693. FACILITY AUDITS, (a) The commission will in-
spect the financial records of a facility receiving payments from the
division of medical assistance. The commission will inspect financial
records during normal business hours and will notify a facility of a
proposed inspection of its records at least 10 working days before the
inspection.

&) Ifthe commission directs, a facility receiving payments trom the
division of medical assistance for eligible state program recipients



Register 99. October 1986

7 AAC 43.691. YEAR-END CONFORM-
ANCE. (a) The commission will determine
whether the rates paid by the division of medi-
cal assistance are in conformance with the
commission-approved rates as follows:

(1) The actual depreciation will be substi-
tuted for the approved depreciation when con-
sidering year-end conformance.

(2) For long-term care facilities and inter-
mediate care facilities for the mentally retarded,
the commission will compare the actual costs
per day to the approved rate, with actual an-
cillary costs substituted for the approved an-
cillary costs. Actual ancillary costs will be calcu-
lated based on the ratio of operating expenses,
less other operating revenue, to charges in the
applicable ancillary revenue center, not to
exceed 100 percent of usual and customary
charges. The following apply to the ancillary
costs:

(A) If actual costs are less than two per-
cent below or above the approved rate, ad-
justed for actual ancillary costs, no adjust-
ments will be made.

(B) If actual costs are two percent or
more below the approved rate, adjusted for
actual ancillary costs, the actual ancillary
costs will be compared to the approved an-
cillary costs. If actual ancillary costs are be-
low the approved ancillary costs, 90 percent
of the difference will be reduced from the
rate as approved by the commission in the
facility’s next fiscal year. If actual ancillary
costs are above the approved ancillary costs,
90 percent of the difference will be added
to the rate as approved by the commission in
the facility's next fiscal.year.

(b) For acute care hospitals and specialty hos-

pitals, the commission will compare the actual
charges billed to the division of medical assist-
ance or Medicaid with the approved rate per
adjusted admission. If the actual charges to the
division of medical assistance exceed the allow-
able costs as calculated in the approved budget
and adjusted in (a) of this section, the per-
centage of charges will be adjusted downward in
the facility's next fiscal year.

HEALTH AND SOCIAL SERVICES

7AAC 43.691
7AAC 43.693

(c) The commission will, In'TtT discret
waive all or part of the year-end conformance
if the facility provides justification to the com-
mission’s satisfaction. (Eff. 8/9/86, Reg. 99)

Authority: AS 4*7.07.070
AS 47.07.071
AS 47.07.180

7 AAC 43.692. FUNDED DEPRECIATION.
Repealed 8/9/86.

7 AAC 43.693. FACILITY AUDITS, (a) The
commission will inspect the financial records of
a facility receiving payments from the division
of medical assistance. The commission will in-
spect financial records during normal business
hours and will notify a facility of a proposed
inspection of its records at least 10 working days
before the inspection.

(b) If the commission directs, a facility re-
ceiving payments from the division of medical
assistance for eligible state program recipients
shall produce its financial records for inspection
by the commission at a location within the state
or at another place agreed upon by the commis-
sion and the facility.

(c) At the request of the commission, a facility
shall send copies of financial records to the com-
mission offices within 10 working days after the
request is received.

(d) The commission will review the findings
of facility audits. Audit findings that determine
that the division of medical assistance has over-
paid or underpaid svill be acted upon in the
following manner:

of t

(1) If the audit findings relate to a facility’s
fiscal year already ended, the division of medical
assistance will be notified of amounts due from
or to the facility.

(2) If the audit findings relate to a facility’s
fiscal year in progress, the approved rate will be
adjusted to reflect a correct payment rate. The
level of adjustment will be prorated to ensure
that the division of medical assistance will
recoup all money by the end of the facility’s
fiscal year or that the facility will receive all
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The Department is unable to retroactively secure federal financial
participation for the period 7/1/88 - 12/31/88. Consequently, state
general funds are calculated for this period. This fiscal note assumes
passage of SB 166 prior to 3/31/89 and submission of® a federally approvable
state plan amendment prior to 3/31/89 to secure FFP for the period 1/1/89 -
3/31/89. This fiscal note further assumes regulations passed by the
Medicaid Pate Comniission giving it the authority to waive year end
conformance become final on 4/1/89. Therefore, the impact on facilities is
limited to the period 7/1/88 - 3/31/89. The Department has identified only
one facility which would be impacted by this legislation.
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LEGISLATIVE AFFAIRS AGENCY
MEMORANDUM March 6, 1989

SUBJECT: Conformance Reviews
CSSB 166 (HESS)

T0: Senator Paul Fischer, Chair
Health, Education and Social Services
Committee

FROM: Terri Lauterbach
Legislative Counsel

Enclosed is a draft CS for SB 166, a bill related to the
conformance reviews for medical facility payment rates.

I have used the language you submitted almost verbatim, con—
sidering that a specialized expertise 1is involved in this

area, an expertise |1 cannot claim. However, | do have one
question. I note that the last two sentences of section !
cover two situations: (1) if both charges and costs are
affected; and (2) if only charges are affected. What about

the third possibility - that only costs are affected?

It may be that situation //3 is not at issue 1in this context,
but 1 thought 1 would bring the matter to your attention 1in
case it is important.

Let me know i1f |1 can be of further assistance.

TL:kb
wkk2/7104

Enclosure
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WORK DRAFT WORK DRAFT
6-0659E
Lauterbach
3/6/89
Original sponsor: Health, Education and

Social Services Committee

BY THE HEALTH, EDUCATION AND

IN THE SENATE SOCIAL SERVICES COMMITTEE

CS FOR SENATE BILL NO. 166 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to conformance between actual pay
ments and approved payment rates to health facilities
for medical care under certain state medical assis—
tance programs; and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 47.07.070 1is amended by adding a new subsection to
read:

(e) When an actual rate paid by the department 1is reviewed at
the end of the year for which the approved rate was established and
the review is conducted to determine whether the actual rate paid was
in conformance with the approved rate under this section, all or part
of an adjustment for year-end conformance may be waived for the facil—
ity i1f the facility provides proof of manifest 1injustice vresulting
from application of the adjustment for year-end conformance. When the
adjustment for year-end conformance of the base year 1is waived, 1in
whole or part, for a facility under this subsection, the amount waived
may not be included as part of the base upon which the prospective
rate is determined if the nonconformity affects both <costs and
charges. When the adjustment for year-end conformance of the base
year is waived, 1in whole or part, for a facility under this subsec—
tion, the amount waived shall be 1included as part of the base upon

which the prospective rate 1is determined 1f the nonconformity affects

only charges.
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after January 1, 1989, an approved prospective payment rate determined for
a fTacility for fiscal year 1989, based on a conformance review of that
facility®s rate for fiscal year 1987 shall be recalculated as if the pro—
visions of AS 47.07.070(e), as enacted by sec.1 of this Act, were 1in
effect at the time of the determination of the prospective payment rate 1in
effect for the period. If the applicationof this section results 1in a
higher prospective payment rate for a health facility than that which had
previously been calculated forthe facility, the difference shall be
promptly remitted to the health facility. |If the application of this
section results in a lower prospective payment rate for a health facility
for fiscal year 1989 than had previously been calculated for the facility,
this section may not be applied to decrease a rate to a facility for fiscal
year 1989 for any part of year-end conformance waived.

(b) In this section, "conformance review"™ means the review undertaken
after the end of the year for which a facility"s approved rate has been set
to determine whether actual payments made to a health facility under AS 47.-
07 and AS 47.25.120 - 47.25.300 conformed to the payment rate approved for
that health facility under AS 47.07 and to determine whether the prospec—
tive payment rate for that facility should be adjusted for the next rate-
setting year.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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/ WORK—-DRAFT

6-0659E
Lauterbach

3/6/89

Original sponsor: Health, Education and
Social Services Committee

BY THE HEALTH, EDUCATION AND

1
IN THE SENATE SOCIAL SERVICES COMMITTEE
2
CS FOR SENATE BILL NO. 166 (HESS)
3
IN THE LEGISLATURE OF THE STATE OF ALASKA
4
SIXTEENTH LEGISLATURE - FIRST SESSION
5
A BILL
6 _ _
For an Act entitled: "An Act relating to conformance between actual pay-—
7
ments and approved payment rates to health facilities
8
for medical care under certain state medical assis—
9
tance programs; and providing for an effective date."”
10
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
1
* Section 1, AS 47.07.070 1s amended by adding a new subsection to
2
read:
13
(e) When an actual rate paid by the department 1is reviewed
14
the end of the year for which the approved rate was established and
15
the review 1is conducted to determine whether the actual rate paid was
16
in conformance with the approved rate under this section, all or part
17
of an adjustment for year-end conformance may be waived for the facil—
18
ity if the facility provides proof of manifest 1injustice vresulting
19
from application of the adjustment for year-end conformance. When the
20
adjustment for year-end conformance of the base year 1is waived, 1in
21
whole or part, for a facility under this subsection, the amount waived
22
may not be included as part of the base wupon which the prospective
23
rate is determined if the nonconformity affects both costs and
24
charges. When the adjustment for year-end conformance of the base
25
year is waived, 1in whole or part, for a facility under this subsec—
26
tion, the amount waived shall be included as part of the base wupon
27
which the prospective rate is determined if the nonconformity affects
28

only charges.
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after January 1, 1989, an approved prospective payment rate determined for
a fTacility for fiscal year 1989, based on a conformance vreview of that
facility"s rate for fiscal year 1987 shall be recalculated as if the pro-—
visions of AS 47.07.070(e), as enacted by sec. 1 of this Act, were 1in
effect at the time of the determination of the prospective payment rate in
effect for the period. IfT the application of this section results in a
higher prospective payment rate for a health facility than that which had

previously been calculated for the facility, the difference shall be
promptly remitted to the health facility. IfT the application of this

section results in a lower prospective payment rate for a health fac?Llity
for fiscal year 1989 than had previously been calculated for the facility,

this section may not be applied to decrease a rate to a facility for fiscal

year 1989 for any part of year-end conformance waived.

(b) In this section, "conformance review"” means the review undertaken
after the end of the year for which a facility"s approved rate has been set
to determine whether actual payments made to a health facility under AS 47.-
07 and AS 47.25.120 - 47.25.300 conformed to the payment rate approved for
that health facility under AS 47.07 and to determine whether the prospec—
tive payment rate for that facility should be adjusted for the next rate-

setting year.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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BY THE HEALTH, EDUCATION,

AND SOCIAL SERVICES COMMITTEE

BY THE SENATE

For an Act entitled: "An Act

BE

/ CQOMMITTEE SUBSTITUTE FOR SENATE BILL NO. 166"%
f
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION

A BILL

relating to conformance between
actual payments and approved payment
rates to health facilities for medical
care under certain state medical assis—
tance programs; and providing for an

effective date."

ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 47.07.070 1is amended by adding a new subsec—

tion to read:

(e When an actual rate paid by the department
reviewed at the end of the year for which the approved rate
was established and such review is conducted to determine

whether the actual vrate paid was 1in conformance with the

approved rate under this section, all or part of any adjust—

ment for year end conformance be waived for the

is



facility if the facility provides proof of manifest

injustice resulting from application of the adjustment for

year end conformance. When the adjustment for year end
conformance of the base year is waived, 1in whole or part,
for a facility under this subsection, the amount waived

shall not be included as part of the base upon Thich the
prospective rate shall be determined if the non-conformity
affects both costs and charges. When the adjustment for
year end conformance of the base year 1is waived, in whole or
part, for a facility wunder this subsection, the amount
waived shall be included as part of the base upon which the
prospective rate shall be determined if the non-conformity
affects only charges.

* Sec. 2. For the services provided on or after January 1,
1989, any approved prospective payment rate determined for a
facility for this period, based on a conformance review of that
facility"s rate for fiscal year 1987 shall be recalculated as if
the provisions of AS 47.07.070(e), as enacted by sec. l of this
Act were in effect at the time of the determination of the pro-—
spective payment rate in effect for the period. If the
application of this section vresults in a higher prospective
payment rate for a health facility than that which had previously
been calculated for that facility, the difference shall Dbe

promptly remitted to the health facility. IfT the application of



this section results 1in a lower prospective payment rate for a
health facility for fiscal year 1989 than had previously been
calculated for that facility, this section shall not be applied
to decrease a rate to a facility for fiscal year 1989 for any
part of year end conformance waived. In this section, "confor—
mance review" means the review undertaken after the end of the
year forwhich a facility®s approved rate has been set to
determine whether actual payments made to a health facility under
AS 47.07 and AS 47.25.120 - 47.25.300 conformed to the payment
rateapproved for that health facility under AS 47 .07 and to
determine whether the prospective payment rate for that facility
should beadjusted for the next rate-setting year.

* Sec. 3. Sec. 1 and 2 of this Act take effect immediately

under AS 01.10.070(c).
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SENATE COMMITTEE REPORT

FIRST COMMITTEE OF REFERRAL

Date of 5-DAY NOTICE -V'|*!
IN ACCORDANCE WITH UNIFORM"RULE 23

FURTHER FINANCE
**FISCAL NOTE(S) MUST BE ATTACHED
IN ACCORDANCE WITH AS 24.08.035

2/9/8

Mr. President:

DATE TURNED INTO OFFICE

HESS Committee considered SB 169

extending the powers and duties of the office of alcoholism and drug
abuse, Department of Health and Sociasl Services, to programs and acti—
vities relating to misuse of hazardous volatile substances by inhalant

abusers; efd
and recommended:

[ 1 replace with CS [1 same title
11 new title

[ 1] attached amendment(s) and

[ 1 letter of intent adopted

[yly do pass

[ 1 do not pass

[ 1 no recommendation

[ 1 individual recommendations
[ 1] further referral to

FISCAL NOTE (S) attached M Y zero [ 1 fiscal impact
[ 1 appropriation no FN attached [ 1 Gov. FN introduced w/ bill

OTHER RECOMMENDATIONS

CjiL /a-f. )

Chairman signature and récommendation
[ 1 Committee backup attached



Senator Johne Binkley

Senate Finance Committee
P.0. Box V e« Juneau, Alaska 99811 « (907) 465-4985
Finance Committee
Co-Chairman

MEMORANDUM March 10, 1989

TO: Senator Paul Fischer, Chairman
Senate Health, Education and Social Services Committee

FROM: Senator Johne Binkley P j*J1»

RE: SB 169 and SCR 18, relating to inhalant abuse

The two above-referenced pieces of legislation were referred to your committee
on Feburary 9. SB 169 would extend the powers and duties of the State Office on
Alcoholism and Drug Abuse to include programs relating to the misuse of volatile
substances; that is, inhalants. The purpose of the bhill is to recognize SOADA as the
clearinghouse for inhalant information and assistance.

SCR 18 asks the Departments of Education and Health and Social Services to
work with SOADA to get the information on the dangers of inhalant abuse out to the
public. It also asks that the purchasing agents for each State agency within each
branch of government buy when available products that do not contain chemicals that

can be abused.

Attached is information for the committee members on inhalants. |would
appreciate your scheduling these pieces of legislation at the earliest possible date.
Please let me know so that | may plan on attending the hearing personally. Thank

you.
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Distribution (by preparer):
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Fiscal Note SB 169

This fiscal note assumes that the purpose of SB 169 1is to
make technical corrections 1in the statute to clarify that the

State Office of Alcoholisnm and Drug Abuse (SOADA) has the
authority to provide treatment for inhalant abusers. The SOADA
assumes that SB 169 does not require the establishment of

additional treatment programs for inhalant abusers.

DHSS FN SB 169 Page 2 of 2






UYDABURG CITY SCWOOL

HYDABURG. ALASKA, PRINCE OF WALES ISLAND 99922

February 24, 1989

)2 7 1989

HYDABURG +J

Senator Paul Fisher
Capitol, Rm. 508
Alaska State Senate
P.0. Box V

Juneau, Ak. 99811

Dear Senator Fisher:

We are requesting your support for S.B. 179 dealing with 1increased
funding for Single and Dual Site School Districts. The SERRC
report reflects the disparity which exists, but like most reports
it is unable to express the personal plights of some of these

districts.

Hydaburg is a prime example of what the disparity can create. The
average teacher salary in our district is $1,924 below the average
in Southeast Alaska and $4,464 below the State-wide average. We
have frozen all employee salaries for the paTt three years and

we have found 1t increasingly difficult to hire quality applicants,
because we simply can not compete financially with other districts.
The district curriculum contains only the basics with little choice
in the elective areas. We do not have a business program, music,
or a score of other programs found in other districts because we
can not afford to hire the necessary staff. We have no school
counselor, even though we have a severe need for one. To put

it simply, our students are receiving a second rate education
because we can not afford to provide what they need and deserve.
Each year families see their children leave the community to attend
boarding schools because they can not get the courses they need

from the local school.

We know what our school needs and the community and the board has
worked hard to develop a five year plan which will meet both the
short and long term goals of the district. We have the plan; all
we need now is the money to start implementation.

The Senate bill 179 offers us some chance of raising the quality of
our education. We hope that you will support its passage because
it is desparately needed.

Correspondence



NEA-ALASKA

AFFILIATED WITH THE NATIONAL t DUCATION ASSOCIATION

ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W. 33RD AVENUE. 105 MUNICIPAL WAY, SUITE 302 2118 CUSHMAN STREET
ANCHORAGE. ALASKA 99503 JUNEAU ALASKA 9980! FAIRBANKS, ALASKA 99701
(907) 274 0536 (907) 586-309C (907) 456-4435

March 6, 1989

To: Senator Paul Fischer, Chair
Members, Senate HESS Committee

Re: Senate Bill No. 179; "An Act relating to state
aid for education; and providing for an
effective date."

NEA-Alaska supports and encourages your favorable
consideration of SB 179.

Small single and dual site districts are necessarily
disadvantaged in terms of the amount of financial resources

available.

The result effectively limits the programs and services
which can be made available to students. Over an extended
period of time this can and will adversely impact quality of

education.

As you consider SB 179 we also urge that its passage require
full funding of the instructional unit at no less than the
$60,000 level so as not to detract from the potential
positive effect of this legislation.

Thank you for your consideration of our position.

Respectfully submitted,

Bob Manners
Executive Secretary



FEB 2 2 1989
ALASKA STATE LEGISLATURE - SENATE

SENATOR RICHARD I. ELIASON

LABOR & COMMERCE COMMITTEE. ¢hairman PO BOX 143
SITKA, ALASKA 99835

RESOURCES COMMITTEE

RULES COMMITTEE
PO. BOX V
SPECIAL COMMITTEE ON HIGH seas JUNEAU. ALASKA 99811
(907)465-4916

SALMON INTERCEPTION

SELECT COMMITTEE ON

LEGISLATIVE ETHICS FAX (907) 465-4928

M EMORANDUM

TO: Senator Paul Fischer,
Senate HESS Committee

FROM: Senator Dick Eliason

DATE: February 21, 1989

RE: SB 179 - An Act relating to state aid for education

I would appreciate it if you would schedule SB 179, an act
relating to state aid for education, for a hearing in the
Senate HESS Committee at your earliest convenience.

This legislation will provide a permanent solution to a
weakness 1in the Public School Foundation progranm. The
weakness 1is that for a school district of two or less funding
communities, the instructional unit formula does not generate
sufficient revenue to provide for fixed costs associated with
education. In most cases, these districts must fund fixed
costs by decreasing the instructional program.

In the spring of 1988, seventeen small school districts formed
a consortium to take a look at the problem, to try to identify
the magnitude and causes of the problems they were
experiencing, and pose remedies for the problenm.

The consortium contracted with the South East Regional
Resource Center to gather and analyze data and investigate

alternative solutions. The recommended solution as presented
in the "Single S;.te/Dual Site District Consortium Financial
Study Report - December, 1988" has been incorporated into

this piece of legislation.

Passage of this bill will provide a permanent solution by
which school districts can plan their budgets and adequately

meet expenses.

Thank you very much for considering this request.



Annette Islands School District
BO Box / = Metlokatlo, AK 99926

Accredited ov Northwest Accreditation Association

Hian Schco Principals Office Elementary Prmecais C,;ce
[907] 686-6000 (907) 386-A’2°

January 30, 1989

HONORABLE DICK ELIASON
Senator - State of Alaska
Pouch V

Juneau, AK 99802

Dear Senator Eliason,

The Annette Islands School District is participating iIn a single
and dual site school district financial consortium. This consortium, which
represents the interests of twenty-eight (28) small school districts iIn the
State of Alaska, which has as its objective addressing the issue of funding
inequities resulting from application the current school funding formula.

During the past twelve months, most of these twenty-eight school
districts have participated iIn an effort to analyze the impact which the
funding formula has on the single and dual site school district. The
research effort evaluated program changes which occurred among Hlarger
school districts and the twenty-eight single and dual site school
districts. The results of the study indicate clearly that the application
of the current funding TfTormula had a disparate impact on small single and
dual site school districts. That is to say, as the financial conditions of
the single and dual site school districts worsened, the TfTinancial
conditions of the larger and multiple site school districts recovered to
former levels of funding.

At this time the interests of the twenty-eight school districts
are being represented by an organization entitled Single & Dual Site
District Financial Consortium. School Districts 1In the Southeast whose
interests are being represented by the Single and Dual Site District
Financial Consortium include the following:

Kake Schools Ketchikan Schools Annette Islands Schools
Craig Schools Hoonah Schools Hydaburg Schools
Klawock Schools Pelican Schools Petersburg Schools
Sitka Schools Skagway Schools Yakutat Schools

Wrangell Schools



Most of the school districts above and many other school
districts In the State of Alaska have contributed financially to the
Consortium. Those contributions have been used for conducting the
programmatic and financial analysis, securing Che services of a lobbyist
and securing services through the Southeast Regional Resource Center for
various support Tfunctions related to promoting the financial interests of
this Consortium.

In addition to the activities mentioned above, the Consortium,
through its consultant, has developed draft legislation which we iIntend to
support. Although we currently do not have legislative sponsorship for the
draft legislation, we are hopeful that the Senators and Representatives
representing the interests of Southeast Schools will be willing to
introduce this legislation and advocate for its passage.

The Annette Islands School District Board of Education strongly
supports the effort-: of the Single and Dual Site District Consortium and
requests your personal support for these efforts as well. We will look
forward to discussing this 1issue with you from time to time during the
current Legislative Session.

3incerely,

,acWJ CLivu-~- QMS/S-"x*x"x
Rachael Askren, President Walter E. Bromenschenkel, Ed.D.
Board of Education Superintendent of Schools

Annette Islands SchoolDistrict Annette Islands School District
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DRAFT

BILL NO.
IN THE LEGISTLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISkAgILIiEE -FIRST SESSION

For an Act Entitled: "An Act relating to public education, and
providng for an effective date."

BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

oSection 1. AS 14.17.041 isamended by adding new subsections to read:

t ) a school district which is one fundin-g community 6hall make an adjustment

| e A . i5 0
to its eI_ementar_%ignd secondary instructional units by multiplying the total number of
instructional unif*? generated under (a) or (b) of this section by the applicable percentage under

the following a

ADM Percentage

1-250 112
251-525 1.03
526-1000 106
1001-2000 104
2001-3000. 1.03

a school district which is two funding communities shall make an

adjustment to its(];)!ementary and secondary instructional units by multipl mg the total number
of instructional units generated under (3) or (b) of this section by the applicable percentage

under the following table:

ADM Percentage
1-250 108
251-525 104
526-1000 102
1001-2000 1.00
2001-3000 1.00

«Section 2. This Act takes effect July 1, 1989,



HAINES BOROUGH SCHOOLS P.O. Box 1289

Meeting the Challenge Haines, Alaska 99827

February 1, 1989

The Honorable Richard Eliason
Alaska State Legislature

P.O. Box V (M5 3100)

Juneau, AK 99811

Dear Senator Eliason:

For the past year, the Haines Borough School District has been cooperating with a
number of other Alaska school districts in evaluating the effects of the current
school foundation formula. A financial consortium which represents the interests of
these 28 school districts has been formed. This consortium has conducted an exhaus-
tive analysis of funding patterns which clearly demonstrates that single site and
dual site school districts have been negatively impacted by application of the
current funding scheme. Haines Borough School District agrees with the findings of
the analysis and is supportive of the Consortium's efforts *o obtain additional

funding.

The problems associated with the current funding formula have been recognized by the
Legislature since the date of implementation. In 1987, the Legislature appropriated
1.0 million dollars to offset the adverse impacts of the formula; an appropriation of
3.5 million dollars was nmede in 1988 for the sane purpose. This year, the Single and
Dual Site District Consortium is attempting to introduce legislation which would
result in an appropriation of $4.6 million to be distributed arong the 28 member
school districts. This amount wes determined through the analysis recently completed
and submitted to you in the report Single Site/Dual Site District Consortium Finan-
cial Study Report, December, 1988.

Representatives of the Consortium will be working with all groups in the educational
community to obtain the desired funding. Additionally, a nurber of the districts

have also secured the services of Mr. Nels Anderson, former member of the Legisla-
ture. He will assist the Consortium in their efforts and will be visiting your

office in the near future to acquaint you with the goals of the Single/Dual Site

Consortium.  He will also be requesting your support on the consortium's behalf.

We urge you to give the Consortium request your serious consideration. |If you need
additional information regarding the specific impacts on Haines School District,

please contact ne.

Alan W. Heinrich Nancy A. Billingsley Gary D. Matthews
Elementary Principal Superintendent High School Principal
(907) 766-2811 (907) 766-2644 (907) 766-2411



KLAWOCK CITY SCHOOL DISTRICT

MORRIS D. VERVERS p. 0. Box 9
Superintendent Klavvock, Alaska 99925

The Honorable Richard Eliason
SENATE

P. 0. Box 143

Sitka, Alaska 99835

Dear Senator Eliason,

The purpose of this letter iIs to urge your strong support
for legislative efforts to "fine tune” the existing school
foundation formula. This effort will be directed toward two

major issues.

The Ffirst issue 1involves the new McDowell Study which
relates the area cost differential to the actual costs of
providing educational services as opposed to household costs. We
believe the new study adds a new dimension of equitability to the
foundation formula and we strongly urge your support for its
inclusion in the foundation formula.

The second 1i1ssue that we believe will provide a more
equitable distribution of State education dollars 1is the effort
to adjust the formula to compensate for the ™"economy of scale™
problem existing with single and dual site districts. A study
was conducted by the SoutheastRegional Resource Center to
determine whether the small single and dual site districts has
suffered a disproportionate cutback during the past several
years. We believe this study suggests that indeed the smaller
school districts received a disproportionate share of school
funds and that this translates to a significant decline 1in
educational services provided by single and dual site districts.
Many of these districts have no foreign language program,
counselors, principals, curriculum directors, and other essential
components of effective schools. We believe strongly that this
issue is one of equity of educational opportunity. Legislation
will be 1i1ntroduced to adjust the formula to provide a more
eguitable treatment of single and dual site districts. We urge
your strong support of this legislative effort.

Please feel fr."-: to invite our district to testify or to
provide information and support for these two crucial 1issues
impacting the educational opportunity of students 1In our
district.

Sincerely,

Ky>A/JL 6 .

Motris D. Ververs,
SUPERINTENDENT

HOME OF ALASKA’S FIRST SALMON CANNERY -1878
KLAWOCK CITY SCHOOL DISTRICT IS AM EQUAL OPPORTUNITY EMPLOYER



CRAIG SCHOOL DISTRICT Wm'sﬁ’pe?fnit'é'ﬁa’éﬁé
an
Principal

PROGRAM OR SERVICES DISCONTINUED IN
THE CRAIG CITY SCHOOL DISTRICT BECAUSE OF
THE REDUCTION IN REVENUES FROM THE STATE

Loss of full-time Principal;

Loss of full-time Counselor;

Discontinuance of Foreign Language;

Loss cf High School and Elementary Art - 1/2 day;

Loss of Elementary Music, reduction in music program from
903$ to 508;

6. Loss of half-time certified Speech Therapist,replaced  with
nine (9) days itinerate service and non-specialized aide;

7. Loss of Elementary Physical Education Instruction;

8. Loss of High School Librarian;

9. Reduction in Clerical Staff - high school secretary by 203;
10. Reduction in Custodial Services by 129,

1L Reduction in Kitchen Services by 115%; and,

12 Deferring of Preventive Maintenance.

Al of the above items will impact the school district, in
various ways.

~SUMMARY: The loss of the above is evident. Further
erosion, in rny opinion, would be a substandard -educational
program. Further, it would entitle the parents of the students
Involved to claim mal-practice on the part of the educational
system for failure to provide even basic education,

CRAIG CITY SCHOOL DISIRICT PO. BOX 800 CRAIG, ALASKA 99921
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March 14, 1989

WORK DRAFT

proposed HESS CS FOR SB 179

SECTION 1. A district with an ADM of 1,000 or less that consists of

one funding community shall receive additional units as
determined under the following table:

District ADM Units
0 - 200 2.00
201-300 1.75
301-400 1.50
401-500 1.00

501-1000 0.75



ALASKA PUBLIC SCHOOL FOUNDATION FUNDING PROGRAM
FY90 MAXIMUM LOCAL EFFORT AT 21%

COMPARED TO BUDGETED FY89 LOCAL REVENUES

PREPARED 3/10/89

SCHOOL
DISTRICT

ANCHORAGE
BRISTOL BAY
CORDOVA
CRAIG
DILLINGHAM
FAITRBANKS
GALENA
HAINES
HOONAH
HYDABURG
JUNEAU
KAKE

KENAI
KETCHIKAN
KING COVE
KLAWOCK
KODIAK
MAT-SU
NENANA
NOME

NORTH SLOPE
NORTHWEST ARCTIC
PELICAN
PETFRSBURG
SATfj POINT
SITKA
SKAGWAY

ST. MARY 7S
TANANA
UNALASKA
VALDEZ
WRANGELL
YAKUTAT

TOTALS

FY90 REQUIRED

LOCAL
EFFORT

$43,336,202
$672,721
$664,414
$155,135
$486,205
$16,683,509
$78,340
$450,652
$90,888
$37,996
V5,413,248
$70,921
$14,086,937
$3,331,958
$106,145
$38,712
$2,378,504
$9,159,961
$66,062
$560,332
$4,150,440
$632,184
$42,621
$692,336
$161,962
$1,896,637
$221,834
$16,739
$46,068
$386,275
$1,331,610
$417,379
$76,168

$105,518,875

OF BASIC NEED

ASSESSED
VALUE
AT 2 MILLS

$21,667,101
$236,360
$232,207
$77,568
$263,102
$7,361,755
$39,170
$225,226
$65,444
$18,998
$2,706,624
$35,661
$7,043,469
$1,665,979
$53,072
$19,356
$1,189,252
$4,579,980
$33,031
$280,166
$24,583,939
$316,092
$21,311
$346, 168
$70,981
$948,318
$110,917
$8,369
$23,024
$193,137
$2,914,263
$208,690
$38,084

$77,516,614

21% OF
FY90
BASIC NEED

$39,102,662
$484,092
$567,252
$306,290
$695,666
$13,827,366
$306,180
$500,850
$362,846
$206,640
$4,913,496
$290,052
$9,752,526
$2,571,660
$285,894
$296,100
$2,916,774
$8,613,360
$352,800
$1,136,268
$2,504,628
$3,670,040
$117,432
$729,288
$293,328
$1,671,390
$227,934
$285,012
$234,738
$343,602
$816,480
$596,106
$256,662

$99,013,194

XXXXXXXXXXXXXXX

“MAXTIMUM LOCAL™
XXXXXXXXXXXXXXX

REQUIRED LOCAL

PLUS THE

GREATER OF

21% OR
2 MILLS

$82,436,664
$956,813
$1,031,666
$459,425
$1,181,851
$28,510,875
$384,520
$951,302
$433,734
$264,636
$10,326,764
$360,973
$23,839,463
$5,903,618
$392,039
$334,812
$5,295,278
$17,773,321
$418,862
$1,696,600
$28,734,379
$6,102,224
$160,053
$1,621,624
$435,290
$3,568,027
$449,768
$301,751
$280,786
$729,877
$6,265,873
$1,013,485
$332,830

$228,709,163

INCLUDES

10% PL874

FY89

BUDGETED LOCAL

REVENUES

$71,031,578
$449,182
$716,342
$118,270
$395,181
$28,372,555
$248,629
$797,039
$134,212
$70,334
$9,772,431
$118,642
$24,006,628
$., 798, 750
$105,955
$82,816
$3,050,367
$12,809,850
$113,123
$498,761
$16,422,448
$885,117
$32,470
$744,312
$143,279
$2,993,379
$159,179
$137,805
$158,064
$302,886
$3,976,298
$616,571
$91,087

$185,353,538

MAXITMUM
LOCAL
IN MILLS

.61
.10
.89
.85
.12
.77
19.63
8.45
19.09
25. 75
7.63
20.36
6. 77
7.09
14 .77
34.60
8.91
7.76
25.36
12.11
2.36
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24. 39
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9.71
17. 48
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ANDREW R HOPE BUILDING
320 West Willoughby Avenue. Suite 300
Juneau, Alaska 99801-9983

FIFTY-FOURTH GENERAL ASSEMBLY
Central Council of Tlingit and Haida Indian Tribes of Alaska
April 20-22, 1989
Juneau, Alaska

Resolution 89/90-49
Title: School Foundation Formula

Submitted: Kake T&H Community Council

WHEREAS, the State of Alaska 1is required by the constitution
to establish and maintain schools; and

WHEREAS, children are our most important resource; and
WHEREAS, our children need the best education available; and

WHEREAS, our schools cannot function effectively if they do
not have sufficient funds to provide quality education; and

WHEREAS, programs for children are threatened if the school
foundation formula 1is not fully funded;

NOW, THEREFORE, BE IT RESOLVED, that the General Assembly of
the Tlingit and Haida Central Council requests that the Legislature
and Governor of our State fully fund the School Foundation Formula.

ADOPTED this 22nd day of April, 1989, by the Fifty-Fourth
General Assembly of the Central Council of Tlingit and Haida Indian
Tribes of Alaska, 1in regular session at Juneau, Alaska.

CERTI1FI1IETPD

President
ATTEST

(fiiYfocc yd*y L
Tribal Secretary

Telephone 907/586-1432 FAX 907/586-8970
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Senate Bill 179 vrould generate $97,595 of additional revenue for the Hydaburg
School District. One question which my arise is, "How would this money beused?".
This money vrould be used to correct sane of the serious problems which are present—
ly facing the district. It vrould not be practical to supply a complete list, but
the following areas are being considered:

1. Establish counseling services (The district has no counseling services
for the students) -

2. Relieve seme of the overcrowded and combined classrooms in ourelementary
school by spliting at least the first and second grade *

3. Establish a business program (We do not have a business program even
.though our students have expressed a great deal of interest in this
area) \r 3

4. Expand our janitorial services (Several years ago the janitors were
reduced to ten months of employment in an effort to save money. This
has resulted in the gradual decline of our facilities. We hope to stop
this decline before it results in extensive repair and replacement costs)

5. Expansion of our remedial programs (M-my students are not receiving the
extra help which they need)

6. Establish an effective program to help at risk students (Hopefully we
can reduce dropouts at both the secondary and postsecondary levels. We
also hope to motivate students to a higher achievement level and devel —
op a more positive attitude towards education)

7. Increase inservice training programs to promote better quality educational

services.

Hiese are just a few of our needs and we realize that the $97,595 will not enable
us to meet them all. We are not talking about frills; we are talking about basic
programs which are critical to any educational system. We have the desire, the
community support and the knowledge necessary to develop a quality educational,
system. All we need is the financial resources.



CITY/BOROUGH SCHOOL DISTRICTS

School District LOCAL CONTRIBUTIONS
abbreviations

MILL EQUYALBCT
Anchorag* - AN
Briolol Bay - SB
Cordova- CO
Craig. CQ
DMngftam - 01
Fakbanfcs - FB
Gatana . QA
Hainaa.HA
Hoorah - HO
daburg. HY
faau . JiJ
Kaha-KA
Keral-KE
KatcNkan . XT
KJawccek « KL
Kodak. KO
Mat Su. MS
Nant»a-NE
Noma . NO
North Stop# - NS
Northwaal Arctic. NW
Pokcan-PL
Patarsburg - PT
SOka . Sl
Skogway - SK
'SI"I Ma"YS_-rASM AN CO DI GA HO JuU KE KL MS NO NW PT SK TA VA YA
onana.
IMolatka . UN BB CG FB HA HY KA KT KO NE NS PL Sli SM UN WR
Valdai . VA
Wraflgak-WR
Yakutat. YA
I MINIMUM (223 MAXIMUM LOCAL CONTRIBUTIONS

4 mills 21% of FY89 BUDGETED
requirement basic need LOCAL REVENUE

MAXIMUM LOCAL CONTRIBUTIONS-SCHOOL FOUNDATION

There is no such thing as a 6 mill local cap! The 2 mills additional local cap only applies to North Slope and
Valdez, with a required local effort of 33% of basic need. Every other city/borough school district may contribute
in addition to the 4 mill requirement, 21% of the district's basic need. When the 21% addition is converted to a
mill equivalent the range varies greatly from a low in Kenai of 2.77 to a high in St. Mary's of 68.11. This chart
demonstrates the minimum, mexinum and FY89 budgeted local contributions for city/borough school districts. The
meximum local contribution and budgeted local revenues have been converted to the equivalent mills based on each
districts assessed value. Next to the chart are the school districts names with the appropriate abbreviation for

each district for easier tracking.
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Senator Paul Fischer. Chairman

Senator:

IT we wanted t iInclude Valdez and North Slope iIn
our CS for 8B 1/, why it would raise the Assessed
value up to $463,000 from 287,000. This would mean
the inclusion of Skagway in the funding for 126,000.

This iIs according to Tom Ryan.

Several of the small districts are complaining about
the problems with the funding formula, and feel like
they are not having their problems addressed.

The sponsor of the bill may not be happy about the
new CS which basically cuts the funding in half.
Tom Ryan says that the CS version may be the only
version that the board of education will support.

DCM 3/15



Senator Fred F. Zharoff MR22 19

Alaska State Legislature

P.O. BOX -505, KODIAK. ALASKA 99615 |907» 486-5259
DURING SESSION:
P.a BOX V, JUNEAU. ALASKA 99811 = (907, 405-3473 = 465-3474

DISTRICT N R ————— — —— 1 e

ALASKA PENINSULA < ALEUTIAN CHAIN e« BRISTOL BAY e« KODIAK ISLAND e« LAKE CLARK/LAKE ILIAMNA < PRIBILOF ISLANDS « SHUMAGIN ISLANDS
MEMORANDUM
T0: Senator Paul Fischer, Chairman

HESS Committee
FROM: Senator Fred F.
SUBJ: SB 179 Scheduling

DATE: March 21, 1989

As a Co-Sponsor on SB 179, relating to Single/Dual

Schools, I respectfully request you to schedule the bill

another hearing as soon as possible.

Site
for

I understand that the Department of Education has proposed an
alternative proposal per your request. Although this proposal

has not been met with a great deal of support fronm

Single/Dual Site Consortium, it is a step in the

direction in my opinion 1in that the DOE has 1indicated

the

right
that

there are 1indeed small school districts who need add”-ional

assistance.

Because the session is nearly two-thirds over and this bill is

still in its first committee of referral, 1 encourage

schedule another hearing 1in order for the merits of
proposals to be heard and the preferred solution moved

the HESS Committee.

Thank you for your attention to this request.

you to
both

from



Alaska State Legislature
SENATE

Official Business P.0. Box V
State Capitol

Juneau, Alaska 99SI1

MEMORANDUM

To: Senator Paul Fischer

From: Senator Jack Coghil”

Re: SB 179 L-

Date: March 22, 1989 /

As a co-sponsor of SB 179, "an Act relating to state aid for
education”, | would like to request you to schedule SB 179

for a Senate HESS Committee hearing as soon as possible.



Senator Fred F. Zharoff

Alaska State Legislature

P.O. BOX 405. KODIAK, ALASKA 93615 (907) 486-5259

DURING SESSION:
P.O. BOX V, JUNEAU, ALASKA 99811 = (907) 465-3473 = 465-3474

DISTRICT N
ALASKA PENINSULA <« ALEUTIAN CHAIN <« BRISTOL BAY < KODIAK ISLAND < LAKE CLARK/LAKE ILIAMNA < PRIBILOF iSLAf'DS < SHUMAGIN ISLANDS
MEMORANDUM
TO: Senator Paul Fischer, Chairman

HESS Committee & Finance Subconm
FROM: Senator Fred F.
DATE: April 19, 1989

SUBJ: Single/Dual Site Schools

During yesterday®™s House Majority Caucus it was decided that
the House would take t .s $3.5 million that was set out in
ch. 173, SLA 1988, se.oion 264(b), page 89, 1lines 18-23 to
implement the McDowel.". report recommendations and use these
funds to offset potential reductions in the foundation

progranm.

These funds had been earmarked by the Single/Dual Site
Consortium in their efforts to pass SB 179 and HB 185, which
would adjust the foundation formula to provide equitable
funding for single and dual site school districts. The total
cost in implementing these bills is $4.6 million. The
consortium®s position was to use the $3.5 million and request
another $1.1 million to implement their proposed changes. I
concur with this approach and would request your assistance 1in
seeing that the Senate does not take the approach of the
House, which leaves the consortium 1in the position of having
to seek $4.6 million rather than $1.1 million.

In addition, | would request your assistance and thoughts as
to our course of action should either SB 179 or HB 185 not
pass this year. I believe a mitigation account would have to
be established this vyear for single and dual site school
districts if a bill and the appropriate funding 1is not passed

this session,

I would Ilike to discuss this matter with you 1in the near
future. Thank you for your attention to this matter.

cc: Senator Johne Binkley



CENTRAL COUNCIL
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ANDREW R HOPE BUILDING
320 West Wilioughby Avenue. Suite 3CO
Juneau, Alaska 99801-9983

FIFTY-FOURTH GENERAL ASSEMBLY
Central Council of Tlingit and Haida Indian Tribes of Alaska
April 20-22, 1989
Juneau, Alaska

Resolution 89/90-48
Title: Small Schools Consortium Funding Formula
Submitted: Kake T&H Community Council

WHEREAS, education of children throughout Alaska is our most
important duty? and

WHEREAS, many communities that have singleanddual site
school districts have been short funded? and

WHEREAS, the new school foundation formula adopted two years
ago favors multi-site school districts? and

WHEREAS, single/dual site and small school districts
experienced a greater reduction in dollars per average daily
membership? and

WHEREAS, the changes 1in the foundation formula resulted in
disproportionate/disparate program curtailments? and

WHEREAS, small, single/dual site school districts have
remained at a level relatively constant with the level to which they
had fallen after the FY 1987 budget constrictions? and

WHEREAS, there are two legislative billsintheState
Legislature that would bring the small single/dual site school
districts into parity with larger multi-site school districts?

NOW, THEREFORE, BE IT RESOLVED, that the General Assembly of
the Tlingit and Haida Central Council go on record supporting Senate
Bill 179 and its companion House Bill 185 entitled "An Act relating
to State aid for education? and providing for an effective date."”

ADOPTED this 22nd day of April, 1989, by the Fifty-Fourth
General Assembly of the Central Council of Tlingit and Haida Indian
Tribes of Alaska, 1in regular session at Juneau, Alaska.

CERTTI1FIETD

President
ATTEST

Tribal Secretary

Telephone 907/536-1432 FAX 907/586-8970



KLAWOCK CITY SCHOOL DISTRICT

IMPACT SUMMARY OF SB 179

ESSENTIAL ELEMENTS OF A BASIC EDUCATION THAT ARE NOW
MISSING BUT WwouLD BE POSSIBLE WITH THE PASSAGE OF SB
179:

# A part-time certified librarian to develop
Information access and on-site library service.

* Distance Delivery (Satellite) capabilities to
expand and enrich the curriculunm.

* Foreign Language Progranm. We currently have none.
* Addition of one teacher so that we don"t have to
combine elementary classes. (The combining of
grades at the elementary level has an adverse
lit-"-act and occurs at a critical time in the

euucation of a child).

* Addressing badly needed maintenance problems in
our school. Dollars have been taken from
maintenance to maintain the 1instructional program.
The problenms from this action are starting to
surface in various deteriorations of our
educational facility.



March 10, 1989

The Honorable Lyman Hoffman, Co-Chairman
House Finance Committee

House of Representatives

P.O. Box V

Juneau, AK 98811

Dear Representative Hoffman:

The current public school foundation program wes designed, promoted,
and adopted on the basis that It provided a nuch nore equitable framework
for the distribution of state funds for education than Its predecessor.
For the most part, this goal was accomplished, a fact lauded by most
people In the education community. This was a notable accomplishment for
which the Governor, the Legislature, and the Department of Education
should be proud.

Nonetheless, It was recognized at the time of Its passage that the
legislation still had a few flaws that produced adverse consequences to
certain districts. These were related to the area cost differentials,
somre of which were obviously Inappropriate, and the "penalty" to dis-
tricts which do not have multiple funding communities.

These adverse consequences were recognized at the outset, and the
Legislature was far-sighted enough to meke appropriations to address
these problems — & million In FYf8 and $3.5 million In FY'89. At the
sare time, a study was commissioned to better determine actual area cost
differentials as they relate to the operation of school districts. That
study shows thax the necessary adjustments to area differentials will
have no cost Impact on the state. 2

Thus the remaining problem Is with smaller single and dual funding
community districts. In order to compensate for the cost of operating
schools In multiple funding communities, the formula Is "front-end load-
ed" to provide a funding base for each site. Whether the formula has
overcompensated for multiple funding community districts or undercompen-
sated for smaller single/dual funding community districts Is academic.
The fact Is that entirely too great a disparity has been generated.

An actual comparison of two districts graphically Illustrates the
problem. It happens that the St. Mary's School District has an FY’89 ADM
of 110.9. The Aleutian Region School District has an ADM of 111  St.
Mary's has one funding community, and Aleutian Region has six, The dra-
matic disparity resulting from single versus multiple funding communities
Is outllned below.

9145 VANGUARD DRIVc « ANCHORAGE. ALASKA 99507
fl me (907) 349-1415



K-12 Units Jolal-YalJie Value Per AM

Aleu+lan Region 21.70 $1,302,000 $11,730
St. Mary's 13.24 $ 794,400 $7,163
Difference 8.46 $ 507,600 $ 4,569

Thus, without regard to the other components of the foundation formula,
St. Mary's basic funding for K12 Is 36" less than Aleutian Region simply
as a function of the front-end load applied to each funding community.
Such a disparity cannot be Justified on the basis of the operational cost
differences between a one-site and a sIx-slte district. This disparity
has a lesser Impact uoon large single/dual-site districts and a lesser
Impact on dual-slte districts than single-slte districts.

Although the adverse consequences to Individual districts Is substan-
tial relative to Inapproprlate area cost differentials and the sin-
gle/dual site penalty, the Impact upon the state Is negligible. As has
been Indicated, there Is no state cost to fix the area differentials
under HB119. The cost to address the single/dual site problem under
HB185 Is less than $4.7 million, or approximately 1$ of the foundation
program. To be within m of equity for such a massive program Is nota-
ble; thus It would be all the nore a pity If these two problems are not
addressed so that thy program ney fulfill Its avowed purpose.

As you know, these two Issues have been before the Legislature ever
since the current foundation program wes adopted, because the adverse
Impacts to the affected districts are In the most cases too substantial
to be Ignored. If the problems are not solved this year, they will con-
tinue to be brought before the Legislature until they are solved. In the
meantime, the quality of education Is bound to suffer In many of the

affected districts.

Critics of the proposed single/dual-site solution sometimes say that
school consolidation Is the answer. We do not deny that the Issue of
consolidation Is one that must be addressed. However, because of Its
Inherent complexity and the political and other ramlificatlons, consolida-
tion Is really a future Issue. The single/dual-site problem Is an Immedi-
ate Iss_u? that speaks to a basic Inequity In the foundation program as It
now exists.

Others 2y that certain "well-off" districts would benefit from the
adjustment and do not really need the additional funds. It Is true that
because of extraordinary assessed valuations or PL874 revenues, sonme
districts are nore fortunate than others. This was the case In The past
and will likely continue Into the future. However, It Is Irrelevant In
consideration of the fact that an Inherent Inequity exists In the alloca-
tion of the cornerstone of the foundation formula — the basic K-12
unit. This Inequity should be resolved. Then, If there If away to
address windfalls, that should be done later. However, care must be
taken with regard to the latter to ensure that the disparity applecart Is
not upset so as to Jeopardize the spate's eligibility under PL874.



