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50-24.4-06 PUBLIC WELFARE

50-24.4-03. Rate determination. The department shall determine
prospective payment rates for resident care costs. For rate years beginning
on or after January 1, 1990, the department shall develop procedures for
determining operating cost payment rates that take into account the mix of
resident needs and other factors as determined by the department.

The department shall establish, by rule, limitations on compensation
recognized in the historical base for top management personnel. Compensa-
tion for top management personnel must be categorized as a general and
administrative cost and is subject to any limits imposed on that cost cate-

goiy- -
Source: S.L 1987, ch. 582, 56.

50-24.4-07. Nonallowable costs. The following costs may not be rec-
ognized as allowable: political contributions; salaries or expenses of a lob-
byist, as defined in section 54-05.1-02, for lobbying activities; advertising
designed to encourage potential residents to select a particular nursing
home; fines and penalties; legal and related expenses for unsuccessful chal-
lenges to decisions by governmental agencies; memberships in sports,
health, or similar social clubs or organizations; and costs incurred for activ-
ities directly related to influencing employees with respect to unionization.
The department shall by rule exclude the costs of other items or services
not directly related to the provision of resident care.

Source: S.L 1987, ch. 582, § 7.

50-24.4-08. Notice of increases to private-paying residents. No
increase in nursing home rates for private-paying residents is effective
unless the nursing home notifies the resident or person responsible for
payment of the increase in writing thirty days before the increase takes
effect. A nursing home may adjust its rates without giving the notice re-
quired by this section when the purpose ofthe rate adjustment is to reflect
a necessary change in the category of care provided to a resident. If the
department fails to set rates at least forty days prior to the beginning ofa
rate year, the time required for giving notice is decreased by the number of
days by which the department was late in setting the rates.

Source: S.L 1987, ch. 582, § 8.

50-24.4-09. Interim rates. In setting rates for payment for services
furnished by nursing homes prior to January 1,1990, the department shall
operate the ratesetting process as it presently exists, or in any other fash-
ion which may be permitted by law. The department may, in its discretion,
prior to July 1, 1988, direct that nursing homes engage in any activity
which will be reasonably necessary to permit an orderly transition to the
establishment of payment rates under this chapter.
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4. The department shnll establish:lim its on actual allowable
operating cost per diems based on costreports ofallowable operating?
costs for the reporting year that begins July 1, 1987, taking into*;:
consideration relevant factors including resident needs, nursing
hours necessary to meet resident needs, size of the nursing homof'v*
and the costs that must be incurred for the care of residents in an
efficiently and economically operated nursing home. The limits ea”-V
tablished by the department may not be less, in the aggregate, than
the sixtieth percentile oftotal actual allowable historical operating. |
cost per diems for each group of nursing homes established under-
thin chapter based on cost reports ofallowable operating costs in the
previous reporting year. The limits established under this subsec-
tion remain in effect until the department establishes a new base
period- U ntil the new base period is established, the department
shall adjust the limits annually using the appropriate economic-'?
change indices established in subsection 5. In determining allowable
historical operating cost per diems for purposes of setting limits and_ Sj



50-24.4-11. Adjustment of historical operating costs.

1. For rate years beginning on or after January 1, 1991, the depart-
ment may allow a one-time adjustment to historical operating costs
of a nursing home that has been found by the department to be
significantly below care related, minimum standards appropriate to
the mix of resident needs in that nursing home when it is deter-
mined by the department'fthat the nursing home is unable to meet
minimum standards through reallocation of nursing home costs and
efficiency incentives or allowances. In developing procedures to al-
low adjustments, the department shall specify the terms and condi-
tions governing any additional payments made to a nursing home as
a result of the adjustment. The department shall establish proce-
dures to recover amounts paid under this section, in whole or in
part, and to adjust current and future rates, for nursing homes that
fail to use the adjustment to satisfy care related minimum stan-
dards.

2. If the department learns that unallowable expenditures have been
included in the nursing home’s historical operating costs, the de-
partment shall disallow the expenditures and recover the entire
overpayment out of future payments otherwise due to the nursing
home under chapter 50-24.1, or otherwise, as the department may
determine.

Source: S.L. 1987, ch. 582. § 11
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NURSING HOME RATES 50-24.4-14

50-24.4-12. Avoiding detrimental effect on quality of care. If the
department learns that expenditures for direct resident care have been
reduced in amounts large enough to indicate a possible detrimental effect
on the quality of care, the department shall notify the state department of
health and consolidated laboratories.

Source: S.L. 1987, ch. 582, 5 12

50-24.4-13. Exclusion. Until procedures for determining operating
cost payment rates according to mas of resident needs are established for
nursing homes that exclusively provide residential services for the
nongeriatric physically handicapped, such nursing iiomes may not be in-
cluded in the calculation of the percentiles of any group. Each of these
nursing homes shall receive their actual allowed historical operating cost
per diem adjusted by a percentage amount equal to the increase, if any, in
the national or state economic change index, made available under section
50-24.4-10, and which the department determines to be relevantto residen-
tial services for the nongeriatric physically handicapped.

Source: S.L 1987, ch. 582, § 13

50-24.4-14. General and administrative costs after January 1,
1990. For rate years beginning on or after January 1,1990, all general and
administrative costs must be included in general and administrative costs
in total, without direct or indirect allocation to other cost categories. In a
nursing home ofsixty or fewer beds, part of an administrator’s salary may
be allocated to other cost categories to the-extent justified in records kept
by the nursing home. Central or home office costs representing services of
consultants required by law in areas including, but not limited to, dietary,
pharmacy, social services, or activities may be allocated to the appropriate
department, but only if those costs are directly identified by the nursing
home. Central, affiliated, or corporate office costs representing services of
consultants not required by law in the areas of nursing, medical records,
dietary, other care related services, and plant operations may be allocated
to the appropriate operating cost category of a nursing home according to
subsections 1 through 5.

1. Only the salaries, fringe benefits, and payroll taxes associated with
the individual performing the service may be allocated. No other
costs may be allocated.

2. The allocation must be based on direct identification and only to the
extent justified in time distribution records that show the actual
time spent by the consultant performing the services in the nursing
home.

3. The cost in subsection 1 for each consultant must not be allocated to
more than one operating cost category in the nursing home. If more
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50-24.4-15 PUBLIC WELFARE

than one nursing home is served by a consultant, all nursing homes
shall allocate the consultant’s cost to the same operating category.
4. Top management personnel must not be considered consultants.
5. The consultant’s full-tim e responsibilities are to provide the services
identified in this section.

Source: S.L. 1987, ch. 582, § 14.

50-24.4-15. Property-related costs after January 1, 1990. For all
rate years beginning on or after January 1, 1990:

1. The department shall reimburse nursing home providers that are
vendors in the medical assistance program for the use of real estate
and depreciable equipment.

2. In developing the method for determining that part of the payment
rate for the use ofrealestate and depreciable equipment, the depart-
ment shall consider Factors designed to:

a. Simplify the administrative procedures for determining payment
rates for property-related costs;
Minimize discretionary or appealable decisions;
Eliminate any incentives to sell nursing homes;
Recognize legitimate costs of preserving and replacing property;
Recognize the existing costs of outstanding indebtedness allow-
able under the statutes and rules in effect on July 1, 1985; and
f. Reward efficient management of capital assets.

® 200

Source: SL. 1987, ch. 582, § 15, Sa-0 No*l4*x > *** A

crease and ftf*ew ly constructed nursing homes, wJljieB first provide ser-
vices on or afterJi'R>71988, and which are noptaftfluded in the calculation
of the percentile for a**gToup, the depgjrtinent shall establish by rule
procedures for determiningmt*gmopcfating cost payment rates. The in-
terim payment rate may not be i*re id jo r more than fifteen months. The
department shall establish m"Cedures fonIKftnnining the interim rate and
for making a retroactiv MtSst settle-up after theTfra ear of operating; the
cost settled operatinjjpfost per diem may not exceed oneTfundred ten per-
cent of the sixtieth percentile established for_the appropriate group.

ftrtr =71 . @ o
Source: S.L. 1987, ch. 582. F16.

50-24.4-17. Adjustments and reconsideration procedures.

1. Rate adjustments may be made to correct errors subsequently deter-
mined and must also be retroactive to the beginning ofthe facility’s
rate year except with respect to rates paid by private-paying resi-
dents. Any adjustments that result in a cumulative change of more
than twenty-five cents per day from the desk rate will be included in
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NUBSING HomE RATES 50-24.4-14

nursing home paymentrates, the department shall divide the allow-
_able historical operating costa by the actual number of resident

rﬂ] days; except that where a nursing home is occupied at less than

v ninety percent of licensed capacity days, the department may estab-

.- llah procedures to adjust the computation of the per diem th an

\'

Jrl

6.

imputed occupancy levelatorbelow ninety percent-The department
shall establish efficiency incentives as appropriate. The department
may establish efficiency incentives for different operating cost cate-'

1

ok

AN

gones. The department shall consider establishing efficiency inceii-.
+-Stives in care-related cost categories. The department may combine
one or more operating cost categories and may use different methods ..

for calculating payment rates for each operating coat category or

" --'‘combination of operating cost categories.
6.

department shall establish a composr[e index or |nd|ces by de-
termimng the appropriate economic change indicators to be applied
to specific operating cost categories or combination of operating cost
‘categories. 1
Each nursing home shall receive an operating cost payment rate
equal to the sum ofthe nursing home’s operating cost payment rates
for each operating cost category. The operating cost payment rate
for an operating cost category must be the lesser ot the nursing
home’s historical operating cost in the category increased by the
appropriate index established in subsection 5 for the operating cost
category plus an efficiency incentive established pursuant to Bubsec-
tion 4 or the lim it for the operating cost category increased by the
same index. If a nursing home’s actual historic operating costs are
greater than the prospective payment rate for that rate year, there
may be no retroactive coat settle-up. In establishing payment rates
for one or more operating coot categories, the department may estab-
lish separate rates for different classes of residents based on their
relative care needs.

7. Effective July 1,1£59], the efficiency incentives to be established by

8.

the department puisuantto subsection 4 for a facility with an actual
rate below the lim it rate for indirect care costs must include the
lesser oftwo dollars and sixty cents per resident day or the amount
determined by multiplying seventy percent times the difference be-
tween the actual rate, exclusive of inflation indices, and the lim it
rate, exclusive of current inflation indices. The efficiency incentive
must be included as a part of the indirect care cost rate.
Effective July 1,1991, each nursing home must receive an operating
margin of at least three percent based upon the lesser ofthe actual
direct care and other direct care costs and the lim it rate prior to
inflation. The operating margin w ill then be added to the rate for
direct care and other direct care cost categories.

Source: S.L. 1987, ch. 582, 5 10; 1991, ch.  of this section by section 17 of chapter 29,
29, } 17. Si* 1991, becane etfsctive July 1,1991, pur-

suant to NJ). Const, Art IV, } 13.

Effective Date.

Tha 1991 enactment of subsections 7 and 8

29

™



50-24.4-15

50-24.4-15.

Note.

Section L of chapter 617, S.L 1991, effec-
tive July 1, 1991, pursuant to N.D. Const.,
Art. 1V, } 13 through June 30, 1993, and
offer that date ineffective, provides:

"Property reimbursement study—Re-
imbursement in certain cases.

1 The department of human services shall
study the medical assistance) property
coat reimbursement system for the nurs-
ing home industry in the state of North
Dakota. The department shall establish
a nine-member advisory committee for
the study consisting of departmental
staff, at least three representatives of
the long-term care industry, and three
legislative members appointed by the
chairman of the legislative council. The
deportment may expend funds to engage
a qualified consulting firm to assist In
the study and shall from time to time
report on the progress of the study and
any findings to the legislative council or
a committee designated by the council.
The legislative council shall report any
findings and recommendations, together
with any legislation required to imple-
ment the recommendations, to the fifty-
third legislative assembly.

2. The department shall reimburse nurs-
ing bome providers that are vendors in
the medical assistance program for the
use of real estate and de?reciable equip-
ment that was pur by the nursing
home provider after July 1, 1985, and
before January 1, 1991, based on prop-
erty costs created by good faith, arm’s
length purchase agreements. For pur-
poses of this Act, "property costs’ means
property taxes including special assess-
ments, lease and rental costa of personal
property and reasonable legal expense,

5)'244'16 Special rates.

PUBLIC WELFARE

Property-related costs after January 1, 1990.

all to the extent allowable under chap-
ter 60-24.4 and rules adopted by tha de-
partment; interest expense allowable
under rules adopted by the department
without the application of subdivision f
of subsection 1 of section 75-02-06-04 of
the North Dakota Administrative Code;
personal property depreciation besed
upon purchase price paid by the buyer,
and real property depredation besed
upon current reproduction cost of those
assets depreciated on a straight-line ba-
sio over their useful lives to the date of
acquisition by the buyer and increased
by one-halfof the percentage increase in
the consumer price index for all urban
consumers (United States city average)
from the date of acquisition by the seller
to the date of acquisition by the buyer,
or the puidiasa price paid by the buyer,
whichever is lower."

Section 2 of chapter 517, S.L. 1991, makes
an appropriation of $75,000 out of moneys in
the general fund and of $75,000 from special
funds to the department of human services
for the purpose of undertaking the study pro-

.vided for in section 1 of chapter 517, for the

period beginning July 1, 1991, and ending
June 30,1993. Section 3 of chapter 517, S.L.
1991, directs that the department provide ad-
ditional property cost reimbursement re-
quired by the act from funds appropriated to
tlie department by chapter 29, SX. 1991, and
declaresthat it is the intent of tho legislative
assembly that the $783,345 of which
$184,086 is from the general fund, necessary
to fund the additional reimbursement re-
quired, will be available through the depart-
ment's recapture of depreciation related to
sales between the Benedictine health sys-
tems and Beverly enterprises.

1 For nursing homes with a significant capacity increase and for
newly constructed nursing homes, which first provide services on or
after July 1,1988, and which are not included in the calculation of
the percentile for any group, the department shall establish proce—
dures for determining interim operating cost payment rates. The
interim payment rate may not be in effect for more than eighteen
months. The department shall establish procedures for determining
the interim rate and for making a retroactive cost settle-up for pe—
riods when an interim rate was in effect.

As soon as is practicable following the establishment of the proce—
dures required by subsection 1, the department shall apply the spe—
cial rates for all affected facilities for rate periods beginning on or

after January 1, 1990.
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NURSING HOME RATES 50-24.4-18

the next subsequent coat report to the extent not corrected by a rate
adjustment made pursuant to this subsection.

2. Any requests for reconsideration of the rate must be filed with the
department 3 medical services division for administrative consider—
ation within thirty days of the data of the rate notification.

Source: S.L. 1987, ch. 582. 5 17.

NURSING HOME RATES 50-24.4-19.1

Source: S.L 1987, ch. 582. § 16; 1991, ch.
518 § 1

50-24.4-18. Appeals.

1. A nursing home dissatisfied with the final rate established may,
upon completion of the reconsideration, appeal. An appeal may be
perfected by mailing or delivering the information described in sub—
divisions a through e of this subsection to the department, at such
address as the department may designate, mailed or delivered on or
before five p.m. on the thirty-first day after the date of mailing of
the determination of the medical services division made with re—
spect to a request for reconsideration. An appeal under this section
is perfected only ifaccompanied by written documents including the
following information:

a. A copy of the letter received from the medical services division
advising of that division 3 decision on the request for reconsider—
ation;

b. A statement ofeach disputed item and the reason or basis for the
dispute;

c. A computation and the dollar amount which reflects the appeal —
ing party 3claim as to the correct computation and dollar amount
for each disputed item;

d. The authority in statute or rule upon which the appealing party
relies for each disputed item; and

e. The name, address, and telephone number of the person upon
whom all notices will be served regarding the appeal.

2. Repealed by S.L. 1991, ch. 637, 89, effective July 1, 1991.

Source: SX. 1987, ch. 582, § 18, 1991, ch.  ter 637, S.L. 1991, which repealed subsection
637, §9. 2, becane effective July 1,1991, pursuant to
. N.D. Const, Art. IV, § 13
Effective Date.

The 1991 amendment by section 9 of chap-



50-24.4-19 PUBLIC WELFARE

50-24_.4-19. Prohibited practices. From and after January 1,1990, a
nursing home isnot eligible to receive medical assistance payments unless
it refrains from all of the following:

1. Charging private-paying residents rate3 for similar services which
exceed those rates wliich are approved by the department for medi —
cal assistance recipients, as determined by the prospective desk
audit rate, except under the following circumstances: the nursing
home may (1) charge private-paying residents a higher rate for a
private room, and (2) charge for special services which are not in—
cluded in the daily rate ifmedical assistance residents are charged
separately at the same rate for the same services in addition to the
daily rate paid by the department of human services. Services cov—
ered by the payment rate must be the same regardless of payment
source. Special services, ifoffered, must be offered to all residents
and charged separately at the same rate. Residents are free to select
or decline special services. Special services must not include services
which must be provided by the nursing home 1in order to comply
with licensure or certification standards and that if not provided
would result in a deficiency or violation by the nursing home. Ser—
vices beyond those required tocomply with licensure or certification
standards must not be charged separately as a special service ifthey
were included in the payment rate for the previous reporting year. A
nursing home that charges a private-paying resident a rate inviola—
tion of this chapter is subject to an action by the state or any of its
subdivisions or agencies for civil damages. A private-paying resi—
dent or the resident3 legal representative has a cause of action for
civil damages against a nursing home that charges the resident
rates in violation of this chapter. The damages awarded shall in—
clude three times the payments that result from the violation, to—
gether with costs and disbursements, including reasonable attor—
neys “fees or their equivalent.

2. Requiring an applicant for admission to the home, or the guardian
or conservator of the applicant, as a condition of admission, to pay
any fee or deposit in excess ofone hundred dollars, loan any money
to the nursing home, or promise to leave all or part of the applicant3
estate to the home.

3. Requiring any resident of the nursing home to utilize a vendor of
health care services who is a licensed physician or pharmacist cho—
sen by the nursing home.

4. Providing differential treatment on the basis of status with regard
to public assistance.

5. Discriminating in admissions, services offered, or room assignment
on the basis of status with regard to public assistance. Admissions
discrimination shall include, but is not limited to:

a. Basing admissions decisions upon assurance by the applicant to
the nursing home, or the applicant®s guardian or conservator.
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THE COST OF LONG TERM CARE IN ALASKA
December 16, 1991

Over the past three years, St. Ann"s Nursing Home has
experienced annual 1increases in expenses of 4.2% for 1989,
3.7% for 1990 and an estimated 3.2% for 1991. These annual
increases are much lower than the national and State of Alaska
Healthcare inflation indices. However, nursing home costs in
Alaska are still high in comparison to the lower 48 states.
The justification for these higher costs can be classified in
at least two categories, Alaska Specific Costs and St. Ann°"s

Specific Costs.
ALASKA SPECIFIC COSTS

Higher Acuity: Alaska regulations require patients to have
specific medical needs in order to be eligible for nursing
home placement. These heavier medical needs require more
staff, professional and non-professional. Many states do not
have stringent medical restrictions and consequently do not
have the higher per patient cost.

Higher Quality: Alaska has the highest quality nursing homes
and some of the most restrictive regulations than nearly any
other state. For example, Alaska currently requires a
Registered Nurse on duty 24-hours per day, seven days a week.
The federal regulation requires a Registered Nurse only 8
hours a day. Alaska Nursing Homes have much higher staff per
patient ratios than other states. Abuse and neglect stories
are nearly non-existent.

Alaska®s Remoteness: Because of Alaska®s geographic

logistics, some very basic services and operations are much
more expensive; 1i.e., continuing education, travel, utilities,
etc. Freight can be as much as 15 to 20 percent of the supply
cost.

Economies of Scale: Most of Alaska ™ nursing homes are very
small and cannot realize the economies of scale experienced by
large 200-300 bed nursing homes down south. Both large and
small nursing homes must provide one administrator, one
nursing director, one dietitian, one chief financial officer,
a certified audit and other staff and services. Unlike the
large facility, a small nursing home must spread these common
costs to a smaller patient base. Most of the large nursing
homes in the lower 48 also are owned by or participants of
multi-facility chains which allows them to take additional
advantage of economies of in a grander scale.



Competition for State Mages and Benefits: St. Ann®s is
located in the middle of a state and federal government

environment. The nursing home must compete with government
entry level wages and their Cadillac benefit plans. This
again drives wages up in all classifications of nursing home
employment. The Pioneer Home currently starts Nurse

Assistants at $2.30/hr. higher than St. Ann's.

Juneau"s Lack of Contractual Services: In the lower 48, there
is ample competition for outside contractual services that are
significantly less expensive than providing them in house.

For example, laundry service at St. Ann®s 1is very expensive
and there is no one outside that can provide this service.

The hospital is also looking for someone to do their laundry

service.

Non-Multi Facility: Unlike other free-standing nursiny homes
in the lower 48 and.also in Alaska, St. Ann"s 1is unique in
that it is not a participant in a multi-home system. Because
of our distinct 1identity, we cannot take advantage of multi—
user purchasing agreements. Malpractice 1insurance tnrough a
multi-home system is a fraction of what St. Ann"s pays. Many
other services may be obtained cheaper through multi-home

systems.

Juneau"s Mobile Population: Particularly for younger, entry
level workers, Juneau 1is especially transient. The increased
turnover results in a higher training expense.



Duplication 0f Services: Alaska 1is unique in that many
facilities cannot take advantage of economies of scale because
the same service is duplicated in the community through the
Pioneer Home system. In a larger physical facility, St. Ann"s
could provide care for 30 more patients (Juneau Pioneer Home)
with minimal staffing increases and incremental supply costs.
While competition can be healthy, it can be detrimental
particularly in the fully subsidized arena of State and
Federal government.

Underutilized Facilities: Many facilities 1in Alaska are
operating with empty beds. Because of the fixed costs
associated with operating a nursing home (as explained above
in economies of scale) these empty beds are expensive to

maintain and must be spread to paying patients. In 1990 when
St. Ann"s average census was 42 or 43, we operated at
approximately $185 average expense per patient day. This

compares to 1991°"s average census of 38 and $206 average
expense per patient day.

Labor Costs: Alaska has extremely high costs associated with
labor. The entry level wage in health care (nurse assistants,
housekeeping, etc.) can be twice as high as other states.
Professionals are likewise paid more. Pension plans and
medical, dental and vision benefits for employees and
dependents 1is the norm in Alaska. For the most part, this
coverage 1is not a benefit for employee dependents 1in many

other states.
ST. ANN®"S SPECIFIC COSTS

High Acuity: Currently St. Ann®s 1is experiencing tremendously
high acuity. We have more tube feeding patients than the
entire Pioneer Home system. Several St. Ann"s patients are
comatose. Others require continuous oxygen. This heavy care
requires increased staff, and more medical supplies and
equipment.

Juneau®s Cost of Living: Although this is not peculiar to
Juneau alone, this city does have extremely high housing
expenses. Juneau®"s cost of living is at least 30% higher than
the U.S. average. An entry level employee requires a minimal
wage to survive 1in Juneau. This wage 1is nearly twice as high
as an entry level employee in the lower 48. The effects of a
high minimal wage "trickles up.”™ A Nurse Assistant in Alaska

earns as much as an LPN down south, but an L.P.N. in Alaska
will not work for Nurse Assistant wages so must be paid
proportionally higher. Likewise, an R.N. will not work for
L.P.N. wages. Consequently wages and the accompanying
benefits create a huge disparity between Alaska and the

lower 48.
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ALASKA STATE

H ospital & N ursing H ome

January 24, 1992

Senator Jim Duncan
Room 119, Capitol
P.O. Box V

Juneau, AK 99811

Subject: SB 344 -"An Act prohibiting a nursing facility that participates in the Medicaid
program from charging a rate for a resident that is higher than the rate approved for
Medicaid purposes.”

Dear Senator Duncan:

The Alaska State Hospital and Nursing Home Association (ASHNHA) has
reviewed SB 344 which you sponsored earlier this month.

The ASHNHA members are opposed to SB 344 as introduced.

The bill would require nursing homes to reduce the amount they charge all
patients other than Medicaid patients. This provision would impact the existing
Federal Medicare reimbursement formulas.

The nursing homes currently negotiate discounts or allowances with high volume
purchasers such as the Veteran's Administration, Champus, and commercial insurers.
Senate Bill 344 would preclude those negotiations which are used by the facilities to
make sure they recover costs not covered by Medicaid and Medicare.

Under this bill the amounts charged private pay patients and those with
commercial insurance would be reduced to the same level that is paid by Medicaid.

This would create a hardship for the nursing homes because SB 344 contains no
provision for Medicaid or any one else to cover the costs that Medicaid and Medicare
don't cover now. The ASHNHA members believe this could bring about nursing home
failures and prevent Alaskans from having access to needed long term care services.

ASHNHA members understand that, with this bill, you are trying to develop a
system where all payers would pay the same amount for nursing services. Developing
such a system however, needs to be done with the objective of making sure the full
cost of nursing home care is being covered. In order to do that, the State's entire
Medicaid reimbursement system needs to be reworked.

319 Seward Street #11 ¢ Juneau, AK 99801 « (907) 586-1790 « Fax (907) 463-3573



Senator Jim Duncan SB 344 Page 2

ASHNHA has been working with the Department of Health and Social Services
(DHSS) for the past six months to develop the design of a new Medicaid
reimbursement system. ASHNHA believes the kind of change proposed in your
SB 344 should be made in the context of the design of a completely new
reimbursement system.

DHSS and ASHNHA have formed a steering committee that has met regularly to
work on new system design. The four ASHNHA steering committee members would
be happy to meet with you at your convenience to discuss the process and status of

the new system development.

Currently, Alaska's Medicaid reimbursement system does not even attempt to
cover costs at all of the nursing homes. A cap is imposed on the amount of daily
reimbursement allowed by Medicaid. The cap is an amount equal to the state wide
average costs per patient day at all Alaska nursing homes. If a specific facility has
costs per patient day that exceed the statewide average, their routine rate
reimbursement is limited to the statewide average.

Using St. Ann's Nursing Home as an example, the 1992 cap that is being
imposed on reimbursement is $6.00 per patient per day lower than St. Ann's 1991 cost
per patient day. That difference alone costs St. Ann's nearly $100,000 per year.

If Medicaid continues to cap the reimbursement at an amount lower than St.
Ann's cost and SB 344 forces the facility to reduce all non Medicaid patient's bills, the
negative financial impact becomes even more burdensome.

The Alaska Superior Court has ruled that the regulations used to implement the
cap on long term care Medicaid reimbursement are void. The State has appealed that
decision to the State Supreme Court and continues to impose the cap.

Medicaid does not reimburse facilities for Charity care or bad debts.

If Senate Bill 344 was to pass, the facilities would have to reduce their bills to
private pay and commercially insured patients. It could also result in a drop in
Medicare reimbursement for the facilities.

As the long term care cap continues to be imposed, some facilities are already
operating at a built in loss.

The ASHNHA members do not believe it is reasonable to remove their financial
operating options. They support continued development of a new Medicaid
reimbursement system.

If it should be done, equalization of amounts paid by all payers should be done in
the context of the new system. The rates set should be at a level that covers full cost of
providing the nursing care which would mean increasing the amount Medicaid
currently pays.
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Please let me know if | can provide you with additional information or get answers
to your questions on this issue.

Sincerely,

Vice President for Financial Affairs.

cc: Harlan Knudson
ASHNHA Long Term Care Committee Members



FAX (907) <163-3065 (907)586-3539

DOUGLAS L. GREGG, esq.
A Professional Coriwra fion
ATTORNEY-AT-LAW
T07/MUNICIPAL WAY, SUITE2
JUNEAU, ALASKA 99801

December 30, 1991

Honorable Jim Duncan
The State Senate

P.0. Box V

Juneau, Alaska 99011

Re: Proposed Legislation for Nursing Home Care

Dear Senator Duncan:

I agree that the health care system as a whole needs an
overhaul. Medicaid 1is currently a big part of the problem.
I"d like to point out one facet you may be unaware of,
reiterate the cost shifting issue, and suggest a partial
solution.

1. Many retired state employees will never qualify for
Alaska Medicaid, no matter how desperate their
circumstances become. Even after you have spent all
of your money and sold your home and all of your other
assets, if your retirement income from all sources,
including any social security, 1is one cent more than
an arbitrary cutoff (currently about $1,300/mo) you
don"t qualify for Alaska Medicaid. It doesn"t matter
that you give all of that income to the Nursing Home,
and that it"s $7,000 or more short. Alaska 1is one of
a few states that won"t pay the difference. Since you
can"t shut off a pension, the Department of Health and
Social Services has had to tell such people to leave
Alaska for a state that will help.

2. In the U.S., the Medicaid program is underfunded and

is not "universal." This results in "cost shifting"”
wherein private patients can go bankrupt subsidizing
Medicaid patients. Yet since service providers are

unable to fully recover Medicaid underpayments through
cost shifting, on a national basis that Medicaid care

is often substandard.

My suggestion addresses only nursing home care. This 1is the
most onerous bill most families will ever face, costing as
much every vear as the face amount of a typical home
mortgage, where people have 30 years to pay. It affects
young and old alike? at St. Ann®"s at least three of the
patients are currently under 45 years of age.
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Page 2
December 20, 1991

T ain not proposing "free"™ nursing home care. Private
patients would pay for their care. Rut the burden of any
Medicaid underpayment would be borne by the State Department
of Health and Social Services, which controls those rates.
Further, the bill provides that those who cannot qualify for
Medicaid due to the State®"s income test would receive
non-Medicaid assistance moneys sufficient to make up the
difference between their income and the nursing home bill.

When you review the draft bill, it may occur to you that it
is similar to the Canadian Health Care System, 1in that
nursing homes could on.lv bill the State. But the similarity
stops there, because the State would then 1invoice private
patients at the Medicaid rates set by the State. The State"s
non-Medicaid funds would pay any difference between the
Medicaid and private rates, but the private rates would be
negotiated. Unlimited cost shifting would cease, and
remaining cost shifting would be borne by the State.

Such a bill would ensure that the Department of Health and
Social Services would find evidence of cost shifting when it
occurs, since their budget would absorb it. Currently,

private patients are "out of sight" to the Department; see
Mr. Livey"s letter, attached.

It would not be prohibitively costly to stop nursing home
cost shifting. You can often count the number of private
pay patients at an Alaska Nursing home on the fingers of one
hand. The cost shifting amounts to perhaps $25,000 of the
annual bill. Every two or three patients amounts to the
salary of a single state employee, hardly an unreasonable
sum to stop such an inequity.

The cost to provide help for those in need who fail the
income test would likely be much higher. This bill may not
be the best place to correct that inequity. An appropriate
change to Alaska®"s Medicaid rules, for example, could make
federal matching funds available to help with that problen.

DLG:wmg

Enclosures

1. Draft Bill.

2. Jay Livey"s Letter.



SENATE BILL

AN ACT RELATING TO NURSING HOMES, PROVIDING FOR CONTINUED PAYMENT
OF BENEFITS ON BEHALF OF INSURED PATIENTS "AS THOUGH" THE STATE

WERE A PROVIDER OF SERVICES, AND SETTING AN EFFECTIVE DATE

JABABJZ The legislature finds and declares that the State of

Alaska, through its Department of Health and Social Services, has
the responsibility to maintain equity between private and

Medicaid payment rates.

Section 1. Billing. Nursing homes 1in Alaska may use different
billing structures for private patients than for Medicaid
patients but shall invoice the Department of Health and Social
Services, only, for both kinds of service. The Department 1in
turn shall bill the private patients at the all-inclusive
Medicaid rate, regardless of the individual patient®s ancillary
usage, adding on.iy charges for any services not available to
Medicaid patients. All insurers doirg business in Alaska shall
pay benefits to insured nursing home patients as though the
Department®s bills were issued directly by the nursing home
provider. The Department®s non-Medicaid budget shall absorb any
difference between the nursing Tfacility"s private pay rates and
the Department®s Medicaid rates, as well as any losses on

uncollectable accounts.

Section 2. Private Rates; Arbitration. |Individual nursing homes

nun



and the Department shall negotiate the private pay rates based on
the nursing home"s 1income and expenses, 1including the expenses of
charity care. Where the two cannot agree, the matter shall be
submitted to arbitration. The State and the nursing home shall
each select an arbiter, those two shall agree upon a third, and
the decision of the three shall control; provided, however, that
either side may, within thirty (30) days of the decision, appeal
an adverse decision to the superior court, otherwise the decision

of the arbiters to be binding.

Section 3. Universal Coverage. No patient shall be denied care in
Alaska due to inability to pay. The Department shall bill
patients, 1including interest at money market rates or 10.5%,
whicever 1is less, until such patients meet the asset-limitation
test for Medicaid. It shall then continue to bill patients whose
income is sufficient to pay the entire bill, excepting exempt
income for a spouse at home, but for others it shall accept
assignment of their non-exempt income, less $75 per month
allowance, as payment in full. If the patient qualifies under
the Department®"s income test for Medicaid, the balance shall be
paid by Medicaid funds. If the patient does not so qualify, the

balance shall be paid from the Department®s non-Medicaid funds.

Section 4. This act becomes effective etc. etc.



WALTER J. HICKEL, GOVERNOR
THEODORE A. MALA, COMMISS/ONEI

DEPT. OF HEALTH AXD SOCIAL SERVICES / F&ER&%LASNM—M
(007) 265-3030

CRECHOMBIOR /™

December 17, 1991

Douglas L. Gregg, Esq.
Attorney at Law

107 Municipal Way, Suite 2
Juneau, AK 99801 "

Re: St. Ann®"s Nursing Home (St. Ann®s)

Dear Mr. Gregg:

I received your November 1 letter and copies of your letters
written to others outlining your continuing concern over St. Ann"s
charges and Medicaid payments.

As | described in my October 30, 1991 letter to you, Department of
Health and Social Services (department) 1990 data shows Medicaid
payments were properly made to St. Ann®s wunder law, and the
Medicaid program paid $464, 000 more than 1its Tfair share of the
facility"s cost of caring for Medicaid patients. The department
has no evidence that indicates the state has underpaid St. Ann's

for caring for Medicaid patients and, actually, the opposite is
true. The department paid St. Ann®"s more than the facility"s full
cost of providing services to Medicaid patients. Under these
circumstances, I cannot agree that private pay patients are
subsidizing Medicaid patients at St. Ann®"s or that the Medicaid
program has transferred any unreimbursed cost burden (cost shifced)
to St. Ann"s private pay patients. I also cannot agree with your
statement that the facility rate for Medicaid patients set for St.
Ann®"s is not a "fair" rate, merely a "capped" rate.

One of the confusing aspects with regard to this 1issue is the
method that St. Ann"s uses to bill patients. Copies of St. Ann-‘s
billing documents included with your letters suggest that St. Ann"s
charges all patients a flat per diem rate which approximates the
all inclusive Medicaid per diem rate (including ancillaries) and
in addition charges all patients for actual ancillary services

it (jnniedon recycled cacer oy C 0



Douglas L. Gregg, Esq.
December 17, 1991

Page 2
provided. The department does not control facility charges. If
you have questions about the facility®s charging structure, |

suggest you may want to take those questions up with St. Ann's.

The department®s obligations under state and federal Medicaid
statutes do not extend beyond paying Tfacility costs attributable
to services provided to Medicaid patients. According to 1990 data,
Medicaid paid for more than 1its share of St. Ann"s costs
attributable to Medicaid patients. Further analysis shows that
Medicaid paid more than St. Ann®"s total costs, including the costs
of caring for all of the facility"s private pay patients.

If you have any questions or if you would like to meet personally
to discuss these issues please call me at 4 5-3030.

Sincerely,

Jay A. Livey
Deputy Commissioner

cc: Grant Asay
Jack Nielson
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December 28, 1991
Honorable Jim Duncan
Post Office Box 690
Juneau, Alaska 99802

Dear Senator Duncan:

I asked Dave Campana, our pharmacist, to research and prepare
information for this letter. He has reviewed the charges for
pharmaceuticals at St. Ann"s Nursing Home for Inez Gregg.

It is true that the pharmaceutical charges are twice what she would
pay on her own. The main cause of this high cost is the addition
of St. Ann"s pharmacy charges to the Juneau Drug charges. The
nursing home provides medication services and must meet specific
regulations involved with dispensing medications.

Mrs. Gregg"s pharmaceutical charges are comprised of charges fronm
both the pharmacy, Juneau Drug Co., 1Inc. and St. Ann's. Juneau
Drug Co., Inc. bills the usual charges for Mrs. Gregg"s
prescriptions that it charges the normal walk-in customer. This
charge includes the cost of the drug, a professional fee or markup,
packaging, and once daily delivery to the nursing home; this
accounts for 50% of the final pharmaceutical charge to the patient
at St. Ann"s. The other 50% of the final pharmaceutical charge to
Mrs. Gregg is a charge that St. Ann"s adds to each prescription a
patient receives. This <charge <covers administration of the
medication, record keeping, storage, and the fee for the consultant
pharmacist who must by law review the patient®s charts: (see 42 CFR
442 _.336).

We know this doesn"t solve Mrs. Gregg"s financial problem with the
cost of pharmaceuticals at St. Ann"s, but 1 believe this answers
the immediate question of the relative higher cost.

As always, | appreciate your sincere interest in the cost of health
care in Alaska and the effects of this cost on citizen access to
necessary services. IT we can be of further assistance, please
don"t hesitate to contact Dave Campana, RPh or me. I can be
reached in Juneau at 465-3355 and Mr. Campana can be contacted in
Anchorage at 561-2171.

Respectfully,

Kim Busch
KBB:jg Acting Director

06-F145LH
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' FAX (907) 463-3CJ5 (907) 586-3539

DOUGLAS L. GREGG, e q

A TROPISSIONAL.CORrCRAHIN
ATTORNEY-AT-LAW
J07MINICH™AL. WAY, SWIU2
JARAL, MASKA SeB0L

October 1991

The Honorable Arliss Sturgulewski
The State Senate

P.O. Box V

Juneau, Alaska 99811-3100

Dear Senator Sturgulewski:

I am sending you this copy of an inquiry to the
Board of St. Ann®s Nursing Home 1in Juneau
concerning a $27,000 billing discrepancy relating
to "ancillary"” charges (explained in the
enclosure) being collected from my Mother, who
does not currently qualify for Medicaid
assistance.

The Home®"s administrator has asserted that they
bill the State for such ancillary charges for
Medicaid patients, but that the State does not
pay, necessitating "cost shifting"” to make up the
Home®"s expenses. But "cost shifting” as explained
in my letter is illegal. More disturbing, | have
since learned that the State calculates the
Medicaid per diem rate to include all such
charges, and that despite this even their
all-inclusive per diem rate is less than the
"base™ rate imposed on my Mother.

In your capacity as Chairman of the Senate Health,
Education, and Social Services Committee I thought
you should be aware of the extreme burden being
placed on private pay patients and being blamed on
the State®"s administration of the Medicaid

system.

DLG:wmg
Enclosure



DOUGLAS L. GREGG, Esq

A PROFESSIONAL CORPORAHON
ATTOKNKY-ATLAW
J07MNICHL AL WAY, SHTII2
JINIAU, ALASKA 9801

October 1991

The Honorable Jim Duncan
The State Senate

P.0. Box V

Juneau, Alaska 99811-3100

Dear Senator Duncan:

Enclosed for your information
courtesy copy of my most recent

is a

communication covering the issue of St
Ann®s Nursing Home"s circumvention of

Federal Statute concerning cost

shifting.

DOUGLAS L.

DLG:wmg
Enclosure

GREGG
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DOUGLAS .. GREGG, esq,

A PaOFESSIONAL CORPORATION
ATTORNEY-AT-LAW
J07MUNICIPALWAY,, SUITE2
JUNEAU. ALASKA 9801

October /£, 1991

Board of Directors

St. Ann®"s Nursing Horae
415 Sixth Street
Juneau, Alaska 99801

Dear Director:

Most of you know that my mother, Inez Gregg, 1is a
resident of St. Ann®s Nursing Home and has been
since August 30, 1990. Overall, the family has
been satisfied with her care.

What you may not know is that as a private pay
patient, we are being forced to pay some $27,000
per year more than is paid on behalf of almost
everyone else in the facility, for identical
services rendered. Over the last four months, her
bills have increased to an average of $8,227 per
month, while you have made no effort to collect
more than $6,071.10 per Medicaid patient. Over
the last thirteen months, you have charged my
Mother - and we have paid - over $104,500.
Medicaid has paid only $78,924.30 per patient.

Shortly after my mother entered the home, Mr. Asay
assured me that she was being charged exactly the
same as Medicaid patients. I was shocked, then,
when the Ombudsman disclosed that Medicaid pays
only a per diem rate, which includes all expenses,
whereas St. Ann"s has "unbundled" charges for Mora.
That is to say, Mom is charged separately for her
medical supplies, drugs, lab, physical therapy,
occupational therapy, and occasional other
charges, in addition to the per diem she pays.
These "ancillary"” charges make up the majority of
the difference between Mom®s monthly charges and
the Medicaid Rate.

When I asked Mr. Asay about this, he explained
that St. Ann®"s does Dbill Medicaid for these
services, but that they don"t pay. But 1 have
learned from the State®"s Medicaid Rate Advisory
Commission and the State®"s Medicaid Plan that
Medicaid"s per diem rate is calculated to cover

these services.

(907). 586-3539
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Nevertheless, it is constantly claimed that
private pay patients are overcharged because
Medicaid underpays. Senator Duncan stated it this

way :

Your assessment of the situation 1is
correct, private pay patients are
essentially subsidizing Medicaid care
through payment of higher rates than
Medicaid will pay.

As board members with personal liability, you need
to know that this is forbidden by Federal Statute:

Reasonable and "...necessary costs of
efficiently delivering covered services
to individuals covered by the insurance
programs established by this subchapter
[Medicaid and Medicare] will not be
borne by individuals not so

covered » 42 USC 81395x(v) (1) (A)
(1982)

There is a federal regulation which some may argue
alters this. That regulation reads:

The facility may charge any amount for
services furnished to non-Medicaid
residents consistent with the notice
requirement in 8483.10(a) (5) (i)
describing the charges. 42 CFR
483.12(c)(2)

You must realize, however, that regulations cannot
conflict with statute - and if they do, courts
will always hold that that statute prevails over
regulations. Thus this section of the regulations
must be read to refer to services not available to
Medicaid patients but which a private pay patient
may elect to purchase (e.g., dentures).

In addition, you should be aware that the Federal
government does not set the Medicaid rates. These
rates are set by the State with input from the
State"s Medicaid Rate Advisory Commission. See AS
47 .07.120. Furthermore, the State certifies to the
Federal Government that these rates are indeed
"reasonable and adequate.™ 42 CFR 447.250(a)

Federal regulation states that Medicaid rates must
include the cost of complying with the
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comprehensive care requirements of part 483
subpart B (for example, drug dispensing costs and
the quarterly medications review). (42 CFR

447 .253(b)(iii)(a)) The State®s own Medicaid
manual states that "the rate paid to a long term
care facility includes all services, supplies
(including drugs), and equipment required for
complete care...."” The Federal statute requires
that the calculated rate include provision for a
reasonable return on equity capital and working
capital invested in the facility, and that the
State include provision for retroactive payments
to nursing homes in the event that the aggregate

reimbursement proves 1inadequate. State law
provides that the cost of capital development is
included in the per diem rate. (AS

47.07.070(b)(2).)

According to the State"s Medicaid Rate Advisory
Commission, St. Ann'"s is paid approximately $6,000
per month per Medicaid patient (the quoted daily
rate was $202.37). If this rate is in fact not
reasonable and adequate, then St. Ann®"s has a
cause of action against the State, and a clear
duty to all its patients to pursue that action.
Federal law provides for judicial review of

"reasonable cost,”™ thus reserving to the courts
the final authority to interpret this aspect of
the statute. There is case law to support this.

In addition,

The regulations "must avoid the result
of shifting costs to non-Medicare
patients.” St. John"s Hicky Memorial
Hospital. 599 F.2d at 813 n. 17
(emphasis added.)

While Medicare and Medicaid are separately
administered, the same Federal statute stands
behind both programs. Case law concerning one is
case law concerning the other.

To come to the point, 1 believe that my mother 1is
being grossly and illegally overcharged. If you

— as directors - agree with your administrative
staff that the Medicaid reimbursement for care at
St. Ann®s is in fact too low, then you have a duty
to protest your inadequate reimbursement. You are
not allowed to shift costs to private pay
patients.
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You must take action to collect the legitimate
bills owed by Medicaid. You must reimburse
overcharges made for my mother®s care going back
to her admission, and begin charging on a schedule
that results in total billings substantially
equivalent to the Medicaid rate.

I have written to you, with copies to several
other interested parties, 1in the hope that
someone, somewhere, will decide that justice must
be served. I am frustrated by what I perceive as
a tacit acceptance of a status quo that 1is
acknowledged, and easily proven, to be contrary to

law.

On my own, 1 have only a few alternatives:

take the whole matter before the public with
a media senior rights campaign;

- invite an investigation by the U.S.
Department of Health and Human Services into
the operation of our state®s Medicaid

program; or
- file suit.

None of these are pleasant alternatives, and the
last would be a major expense for my Tfamily. But
cost shifting in direct conflict with statute is a
wrong that must be addressed and redressed.

DLG:wmg

cc: Alaska Congressional Delegation
Juneau Legislative Delegation
Senate and House Health and Social Services Committees
State Department of Health and Social Services and Advisors
William M. O0"Connor, Long Term Care Ombudsman
Grant B. Asay, Administrator, St. Ann®"s Nursing Home
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Donna Herbert, owner LASKA 174 S. Franklin SI.
Suite 229
Juneau, Alaska
(907)586-9565 99801

October 21, 1991
Dear Board Members:

As you are all aware, Mr. Gregg has challenged the charging
mechanism at St. Ann"s Nursing Home, and proposed the question, of
wny Medicaid 1is paying less monies per year on long term care
patients than he must pay on his mother who is a private patient.

AIl nursing homes in the state are subject to the federal and
state laws which govern nursing homes. There 1is a federal, as well
as state law, which mandates that all nursing home patients whetner
Medicaid, Medicare, or private pay, etc. be charged exactly the
same rates for services. This regulation is sometimes referred to

as "customary charges".

Each patient at St. Ann's, regardless of payment category 1is
charged the same rate for routine and ancillary services. The
routine per diem rate charged to Medicaid patients is the same as
the routine per diem rate charged to private patients, and does not
include the ancillary services of occupational therapy, physical
therapy, medicr.l supplies, etc. These ancillary charges are
charged separately to each individual patient regardless of payment

category according to their usage.

The Department of Health and Social Services pays one payment
for Medicaid patients. This payment is broken into the following
components: Routine, Ancillary, Capital and Year-end-conformance.
The Medicaid ancillary reimbursement paid by the Department 1is
based on the ancillary services charged to the Medicaid patients.
Currently the Medicaid ancillary portion is S41.97 per patient day
wnich includes a year-end-conformance factor.

The state Medicaid regulation that mandates that all pati s
be charged as described 1is 7AAC 43.685 (e) and 7AAC 43.685 '
The federal regulation is 413.13 referred to as ‘"customary
cnarges".

Again to reiterate, at St. Ann"s Nursing Home, a private
patient is charged exactly the same as a Medicaid patient for the
same services regardless of wnether they are routine or ancillary.
The actual payment received by a third party payor 1is determined
by the complex formula specific to that particular progranm

methodology. St. Ann®s is audited vregularly by the State
Department of health and Social Services to assure our compliance
with this regulation. Attacnments A and 3 are actual billings for

private patient and a. Medicaid patient tor all charges and
services for the month of Decemoer. 1990.
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St. Ann's Nursing Home

In his letter to St. Ann"s board of October 16, 1991, Mr.
Gregg 1is questioning the discrepancy 1in private pay charges to
Medicaid over a thirteen month period, and although his numbers are
somewhat incorrect, there is no question that a discrepancy exists
and an explanation is warranted.

State Patient

State Rate time frame payment
210.62 (1990) 4 months 121 days 525,625
203.08 (1991) 9 months 273 days S55.441

394 days $81,066

Private Pay Patient Gregg

394 days S104.500
DIFFERENCE IN PAYORS: $ 23,434

Mr. Gregg has stated in his letter that over the course of the
thirteen months, his family has paid $23,434 in excess of wnat the
State has paid for an average Medicaid patient.

I would like to explain some of the discrepancy in the above
analysis, and then generally explain the State Medicaid progranm

metnoaologies.

In 1990 the State of Alaska opted to discontinue paying for
long term care patient prescription drugs in the facility. The
Department elected instead to pay to an outside pharmacy directly
for those drugs. Therefore the charge and cost associated with
medicaid prescription drugs 1is no longer on the medicaid patient
records or charges at St. Ann"s. The charge for those drug costs
are still on the private pay records since St. Ann®s still pays for
private patients drug costs.

The average charge for a Medicaid patient®s drugs over a
thirteen months period is approximately 56,722.
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3t. Ann's Nursing Home

In 1990 St. Ann®s received a high Medicaid payment from the
State for Medicaid patients of S210.62, that rate however dropped
in 1991 to 3203.08. The major drop in the rate was a S19.74 per
day drop 1in the ancillary portion.

Please seeAttachment C: 1990 medicaid rate
Attachment D: 1991 medicaid rate

That drop represents 37,778 in ancillary charges per patient over
the 394 days that Mr. Gregg 1is questioning.

All third party payors operate under state and federal

regulations. Federal law states that medicaid will pay for
ancillary costs, if the charges for those costs are higher than the
cost. This is called the lower of cost or charge principle.

In 1989 which 1is the case year for the 1991 Medicaid
reimbursement rate, St. Ann"s ancillary charges were 378,722 below
their ancillary cost of 3487,072.

In this situation, Medicaid pays the lower - that is charges
instead of cost. Therefore our Medicaid ancillary portion dropped
319.74 a patient day. Please see attachment E for the ancillary
cost and charge formula. The State Attempted to drop St. Ann's
even further because the ancillary charges were so low. After a
six month battle and many conferences and presentations, the State
agreed that the$19.74 was the maximum penalty theywouldimpose.

Please seeattachment F of St. Ann®"s state report and | will
generally attempt to explain how routine costs are calculated.

The state has devised a formula to cap or reduce routine
costs. That cap on routine costs changes from year to year out can
be anywhere between 31.50 per day to 320.00 per day. For St. Ann‘s
the cap was 38.53 a day for the four months m 1990 and 36.17 per

day for the nine months 1in 1991.

1990 - 31032.13
1991 - 31684.41

In summary the 323,434 of costs over the thirteen months Mr.
Gregg 1is questioning can be explained in the following manner:

323,424

Elimination of prescription arugs/medicaid only patients: m6,722)
Lower of cost or charges on anciliaries: , 773)
Upper limit cap on St. Ann‘'s: 717"

Remaining: 3 6217



Page Four
St. Ann's Nursing Home

Mr. Gregg"s mother 1is one of the highest ancillary utilized
patients in the Tfacility. Her percentage of ancillary usage 1is
-39 over the average Medicaid patient. Mrs. Gregg"s average
ancillary charge per day over the thirteen months period is 356.52
while the average Medicaid patients ancillary is $41.82. The $6,217
of unexplained difference represents that higher ancillary usage.

Thank you for the time you have given today trying to
understand some very complicated concepts. If 1 can be of any

further assistance or offer further explanation 1in this matter
please feel free to call.

Donna Herbert

CC: Avrum Gross
Douglas Gregg

Enclosures:
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August 30, 1991

Grant Asay, Administrator
St. Ann®"s Nursing Home
415 Sixth Street

Juneau, Alaska 99S01

Dear Mr. Asay«

The proposed OBRA increments have been adopted as amendments to 7
AAC 43.685, specifically amending 7 AAC 43.685 (o) and adding 7
AAC 43.685 (u). The calculations are enclosed for your review.

In accordance with 7 AAC 43.701, 7 AAC 43.685(0) through (u), and the
Staff Analysis, your facility®"s 1991 long term care rate for medical
assistance services for the period September 1, 1991 through December
31. 1991 is established as followsi

9/1/91-12/31791

Routine S13B.87 -
Routine Capital 20.22
Ancillaries 3_57jaa\"j.
7 AAC 43.691 6.95J.
OBRA Adjustment 0. 75
OBRA (p) and (9) 0. 58
OBRA Amendment 0.71
Total Rate S203.08

If you have any questions or comments please call me at (907) 562-1996,

Sincerely,

Jack Nielson
Executive Director

cc: Donna Herbert
Fred Shuler
Eric Hansen
Jay Livey
Randy Super
Terri Keklak /eW&C . Y\TWiy\T
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RESPIRATORY THERAPY .30151 1397 117" 9
JAHJII 20051 39131-
OOCUPATIONAL THEEAPY 2.GA832 0633 213513~
SPEECH PATHOLOGY 2.212000 1080 067-
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ST; ANN"S UURSIHG HQHE
1-29 EASE YEAR EXPENSES

Direct Expenses

Enpioyee Beneiits
Rents/Leases

Adnm A General
Operation of Plant
Laundry A Linen
HouseKeepmg
Dietary

Nursing Adnm
Heaical Records
Social Services

Subtotal

Aneiilaries
Recreational Therapy
Resciratory Therapy
Physical Therapy
Qccuoational Therapy
Speecn Pcthology
Recical Supplies
Drugs Chgd to Patients
Transoortation
Transportation

Total Ancillanes
TOTAL RET EXPENSES

Adjustments
Haipractice Insurance
Non-HemPursable
Rental Property
Blanx

TOTAL EXPENSES

LTC
3707,773

112. 210
0
176,141
64.823
73.871
93.104
308,946
43.595
11.578
45,022

S1.637,063

75,102
(9.193}
(22.981)
5.122
29
(9.236)
29.693
(3.342)
5. 500

70.694

SI. 707. 757

108.164

31.315.921

FISCAL YEAR 1990

LTC
CAPITAL

s26 . 1ai

0
126.706
11.862
16,729
6,026
961
40,449
2.550
1.520
7,552

5240,536

29.291
(93)
(1.190)

164

0

54

348
GH

55

ZB.S97

$269,123

5259.133

MED/GRH

O OO OO0 OoO o o o

wn
o

65.899
13.465
103.498
1,418
680
101. 200
143.832
5.500
(5.500)

429. 992

S429.992

9429.992

HED/GHH
CAPITAL

OO OO OO0 OO o o

al
o

16.029
137
7,295
44

9,743
1*583
56

G
34.838

-5W,
534,338

534.838

ATTACHHEHT

1171673

TOTAL

5733,95

112.21°
125. 70i
188.00:
81.55.
79.89"
94,36:
349.39.
46.14"
13. 39
52.57

SI, 877,59~

185.32
4.31.

86. 62:
6, 74-
71.
101.76
175. 45:
2. 1S

564,12

S2. 441. 72:

108.16-

S2.549.88



GENERAL HOSPITAL

X - RAY CHARGE : 3 50.
X.—- RAY APPROXIMATE 0S T 345
PATIENT 1: WORKMAN®S COMPENSATION INSURANCE
Hospital Charge:
Insurance Payment to Hospital:
Patient Payment:
PATIENT 2 NO INSURANCE - PRIVATE PATIENT
Hospital Charge:
Private Patient Payment:
PATIENT 3: BLUE CROSS INSURANCE

Hospital Charge:
Blue Cross "Reasonable and Customary" charge

for this X-ray is: $47.00
Blue Cross Payment (80% of Reasonable and Customary):
Patient Pays Balance ($50.00-337.60):

PATIENT 4: MEDICAID PATIENT
Hospital Charge:

State Total Medicaid Payment (Formula Based):
Patient Payment:

Hospital Contractual Write-off (uncciiectable ):

o o

O o

S50.
550.
S 0.

350

350.

337.
312.

S50.
340.
3 0.
310.

00
00
00

.00

00

60
40

00
0C
00
00



NURSING HOME CHARGES 1
October 1991

Wesley Rehab. Care Center (Seward, 66 beds) Qf
Routine Charge: S165/day
Physical Therapy: S85/hr
Occupational Therapy: S85/hr
Medicaic. Der diem: $177/day (all inclusive)

St. Ann®"s Nursing Home (Juneau, 45 beds)

Routine: $210/aay

Physical Therapy: S80/hr

Occupational Therapy: $85/nr

Medicaid per diem: $203.08/day (all inclusive)

Our Lady of Compassion Care Center (Anchorage, 224 beds)

Routine Charge: $215/dav

Physical Therapy: $135/hr

Occupational Therapy: $135/hr

Medicaid per diem: $185/day (all inclusive)

Petersburg Long Term Care (Petersburg, 18 beds)

Routine Charge: $260/day
Physical Therapy: $100/hr
Medicaid per diem: $257/day (all inclusive)

nd-
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Washington State, Hos |taIs Settle
Boren Amendment Suitfor $62 Million

After months of intense negotiations, WASHINGTON State has reached a
tentative agreement with hospitals that will increase total Medicaid payments by
$62 million over the next two years but that will aiso foreclose further litigation
against the state for the next six years.

Although federal approval still is needed before the settlement can be final—
ized, the agreement announced on Cctobcr 21 will have the effect of raising
average Medicaid reimbursement levels by 10 percent ($28 million in state funds
plus $34 million in federal funds). The lawsuit initially involved only 10 plaintiff
hospitals, but a last-minute move that converted the case into a class action
means thata total of 141 hospitals— including several border institutions in
IDAHO and ORE G ON - will also realize the more generous payment levels.

Thus ends a significant test of the Boren Amendment, a 1981 law inwhich
Congress directed states to pay economically and efficiently run hospitals and
nursing homes rates that are “reasonable and adequate™ tomeet the costs in—
curred incaring for Medicaid patients. In June of 1990, the U.S. Supreme Court
upheld the standing of these institutions to sue slates for redress, and in the wake
of that ruling, thenumber of lawsuits has mushroomed.

At last count, according to the American Hospital Association, 22 states have
had one ormore Boren Amendment suits filed against them, inmost instances
by the state hospital association. Of the total number of cases, 12— including the
Washington case- have been resolved, although only 4 have gone to trial. All

four of those cases were decided in the hospitals’ favor.
(see "State Medicaid Suits," back cover)

Momentum Builds in Congressfor
Bill to Nullify HCFA Regs

Attempting to deflect yet another blow to state budgets, Members of Congress
arc gearing up for a legislative battle with the Bush Administration over a plan
to limit federal Medicaid funds. The controversy centers on Health Care Financ—
ing Administration (HCFA) regulations, firstproposed nearly two years ago and
republished in late September, that would discontinue federal matching funds
for Medicaid expenditures financed by donations and certain provider taxes—
an increasingly popular revenue source for strapped state programs. (See
SHN, October 21,1991.) Thus far, at least one bill (HR 3550) has been intro—
duced to block the regulations, which without intervention would take effect
on January 1.

(see "HCFA Regs Battle,"page 2)

VERNMENTAL
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State MedicaidSuits (frompg. I)

Similarly, the American Health
Can: Association’s most recent tally
found that nursing homes have filed
Boren Amendment suits in 22 slates.
Seven were either settled or won by
the institulioas; 15 arc still pending.

The rash of suits and settlements,
coinciding as it docs with pressure
from the Bush Administration to do
away with provider tax and donation
plaas that all but a few slates now
use to draw down additional federal
matching funds to run their Medicaid
programs, makes the states’ shaky
budget situation even shakier. The
Washington State ruling is expected
to inteasify pressure on other states
where Medicaid rates fall short of the
costs that hospitals and nursing
homes incur.

The case is especially significant
because it is the firstin which the
court so strongly addressed the spirit
as well as die letter of the law. Earlier
rulings tended simply to direct states
to draw up a new Medicaid plan
amendment that meets the so-called
Boren test. Washington officials must
do that as well, but with the stem
words of U.S. District Court Judge
Thomas Zilly ringing in their ears.

In his July 3 opinion, which ran
well over 100 pages, Zilly said the
desire to meet budget targets was the
“driving force' behind the state’s
move in 1988 to revise its Medicaid
payment system. The state, he said,
not only failed to define an objective
benchmark of the cost of running an
efficient, economic hospital but also
failed to consider whether the cuts it
proposed to institute were in compli-
ance with federal law. He also
rejected the state’s assertion that the
new system was justified because it
covered the marginal costs associated
with Medicaid patients—a ruling that
could affect other states confronting
challenges to their rates.

Insum, Zilly said, assurances by
the Department of Social and Health

S\Wo Health Notes

Services' “that its rates were substan-
tively adequate had no reasonable
factual basis'" and the adoption of its
plan was "‘arbitrary and capricious
and contrary to law,"

Under tenns of die settlement
reached in mid-October—Zilly is
expected to approve it later this
month—the 1988 lawsuit ends with a
promise by Washington to find
money for the enhanced rates without
cutting oilier hospital care; in return,
the hospitals have agreed to accept

“We're looking to close
the books on the past.”

the new rates as meeting die merits
of the Boren test and to refrain from
suing for at least six years.

The rate increase, retroactive to
October 1, will affect 23 hospitals,
mosdy in urban areas, that contract
with the state to provide Medicaid
services, as well as all non-contract
hospitals. Although the increase will
average 10 percent, most rural
hospitals are expected to be paid at
100 percent of their Medicaid costs.
The second-generation DRG system
atissue in the court case will remain
the vehicle for reimbursement, but
die state will build in a“less arbi-
trary” formula for factoring in

inflation and will rebasc hospitals
periodically, in tlie event rates fail to
keep pace widt infiation.

James A. Peterson, Washington’s
Medicaid director, said that because
the suit is being dropped widiout
prejudice, widt Zilly sanctioning that
the scldcmcent satisfies die Boren
test, “its impact on otiicr states will
be minimal. There is no judgment
that requires other states to do any-
thing. There's nothing we’re doing
that will jeopardize otiicr states,” said
Peterson, who continues to maintain
diat the 1988 rates were adequate.

Leo Greenawall, president of die
Washington State Hospital Associa-
tion, argued, however, tiiat die
implications of the case ""arc tremen-
dous. Tlie court decision was not
vacated," he said, which means it
will be cited in future Boren cases.

Despite disagreement over the
potential fallout, both sides are
clearly glad the legal battie is over.
Pronouncing the settiement “wonder-
ful” and himself “elated that it’s
over,” Greenawalt said the end result
will be dial hospital services for the
poor that “were put on hold" for lack
of funds can now be revived.

Said Peterson: “We're looking to
close the books on the past. We want
to turn now to making the system
good for hospitals, the state and the

people of Washington.” LD
Of Interest. .. Update on Bare Bones Laws
Since last reported on the subject, two more states- NEVADA and

OREGON- have approved laws authorizing small businesses to offer their
employees "basic benefit" health insurance plans. That boosts the number

of the so-called bare bones
year. (For background, see

22: 8 enacted in 1990 and 14 so far this
ay and July-August issues.) Oregon,

which is inthe midst of overhauling itsMedicaid program, requires that
basic benefit plans Yrovide formaximum accessibility and affordsbility of
needed health care services and substantially meet the social values that
underlie the ranking of benefits by the Health Sen/ices Commission and
that the plans be "substantially similar to the Medicaid reform program."
Meanwhile, basic benefit bills are sill under consideration inCALIFORNIA,
OHIO, PENNSYLVANITA and WISCONSIN. Inaddition to requiring insurers
1o offer both a basic and a standard benefit plan to small groups (those
with 3 to 50 employees), the Ohio hill (HB 476) restricts premium increases,
caps insurers” administrative expenses, prohibits physician specialists from
balance hillig and encourages hospitals to “Ssingle bill"* patients.

November 4, 1991
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First national

LTC PPO

introduced
bv Suzanne Powills

In what is believed to be the
lirst national proRram of its
kind. Ueverlv Enterprises Inc.,
Fort Smith. AK. and the Lin—
coln National Lifc Insurance
Co., Fort Wavne. IN. have
learned up to launch a pre—
ferred provider organization
(PPO).

A familiar acronym toacute
care. PPOs have been in exis—
tence for more than 10 years.
The creationof the partnership
between Beverly and Lincoln
National now brings the con—
cept to long-term care.

A PPO is a negotiated pay—
ment arrangement between an
insurer and a provider. The
insurer typically receives a dis—
count on provider rates in ex—
change for creating an incen—
tive lor policyholders to use a
particular provider. Policy—
holders experience savings in
copayments ifthey use die "pre—
ferred provider” - in this, case
Ueverlv.

Under this program. Beverly
will offer reduced rates togroup
long-term care policyholders of
Lincoln National. According to
William Ihle. vice president cf
communications for Beverly,
the nursing home chain has

agreed ol pncolny Nation
a 109 disc

1 The (Newsmagazine of Nursing Homes, Retirement Housing and Extended Care Fecilities”

OBRA: Year one

by John O'Connor

Itwas nearly four years ago
— on Dec. 22, 1987 — when
President Ronald Reagan
signed into law a mishmash
package of legislation known
as the Omnibus Budget Recon—
ciliation Act of 1987.

The landmark statute prom—
ised new reforms for the nurs—
ing home industry to ensure
the highest level of care. Al—
ready, the law has made pro—
gress in substantially reducing
restraint use and enhancing resi—
dents’rights.

But one year after becoming
effective, 0BRA spromise con—
tinues to be compromised by
yet unpublished regulations.
And the law’s ultimate legacy
remains on hold while indus—

Late Breaking News

[ TheU.S. Department of Health
and Human Sendees released requ-

try members wonder aloud if
the firal law rtiavdomore harm
than good.

"The biggest challenges that
remain for providers include
the lack of final regulations,
survey guidelines and the in—
sufficient state plan reviews
guaranteed under the Boren
Amendment, ”” said Linda
Keegan, a representative of the
American Health Care Associa—
tion.

The coming year will likely
provide most of the still-miss—
ing pieces. But theres no guar—
antee that what the future holds
will be seen by many as relief.

For residents, one area where
the promise of better care has

manifested At dugin
past 12 mon

[ The American Health Care As-
sociation dropped Its suit against
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lations that will prohibit the fed-
eral government from matching

state Medicaid funds that arc col-

tlected through provider donation
or taX programs. The rule stated
that lunds donated orcollected
through taxes from providers will
be subtracted Irom state Medi-

caid totals before tho federal match—
ing sharo is calculated. Inreleas—
ing the regulation, tho department
stated that donation ano provider

tax programs will cost aDoul $3
bilucn in federal matching tunas

m tiscai vear 1991

tho ledaral government over re-
view ot stats plan amendmonls.
The association ha3 withdrawn
its notice of appeal against HHS
Secretary Louis Sullivan, M.D.

G Oftha7,298 U.S. hospitals,
more than 1,000 are providing nurs-
ing home services, occording to
new statistics Irom the U.S. De-
partment ot Commerce. The lor-
prolit nosoitals are generating
aoout $744 million in receipts:
And tne non-profit facilities ate
generating about $18 billion in

revenue

Few nursing facilities
market forprivate pay

by Suzanne Powills

Unlike many long-term carc
facilities. Westshirc Health
Care Center has discovered the
advantages of marketing lor
private paying residents.

The Cicero. IL-based long—
term carc fecility rccentlv spent
$4,526 on 14 newspaper adver —
tisements. The result was a
1,00096 return on investment
— or $42,000 in total patient
days.

But Westshircs experience
is hardly typical. *Marketing
is viewed as an expense, and

McKnlght's LTC
News conducted a
poll by tax machine
of all state affiliates
of tho American
Health Care Asso-
ciation and the
American Associa-
tion of Homes lor
the Aging. The
response rate 5or
the poll was 42%.

Governors call

to cover long-
SEATTLE - The nation®s gov—
ernors have decided that the
federal government should be
solely responsible for funding
long-term care for the elderly.

At the National Governor s
Association annual meeting
here, the governors unani—
mously approved a health care
reform package. The plan
would shift funding responsi—
bilities of all care lor the eld-
erlvfrom themishmash ol state
and federal programs currently
covering such care toone source
— the federal government

The governors” proposal
called the Medicaid svstcm bro—
ken” and stated that it has
become a rigidand overlvcom—
plex program " The rctorm
package said existing Medicaid

usually ends up at the bottom
of the *to-do” list." according
to Phyllis Tltomton. president
of Signum Marketing, Louis—
ville. KY.
While fecilities have taken a
lax approach to marketing in
the past, the future may force
a change in attitude. In lact.
experts predicted that as mih-
lie binding tor the long-term
care industry ones un. mmt*®
fecilities will takcthe lead ot
Wesishire and begin ma rket-

ing tor pri@ti pav'lng W

21*/.-50% ..cceunnrnnnnnn 70%
50% or more

on feds

term care

resources should fund a new
public program designed t
meet the needs of the "nor-
disabled population from birth
through age sixty-four."

Conversely, long-term care
— as well as the whole contin—
uum ol services tor the elderly
and disabled — should be cov—
ered under one program, ac—
cording to the rctorm pack—
age. "The Social Security!
Medicare programs provide the
obvious (ramcwork for such a
program." the governors
agreed.

"Elderlv people shouldn t
have to shift Irom one program
toanotner toobtain care." said

Ann Danelski. entative
mit the associ
| /T



Private pay market

I >ii>mpare /

Currently. ihopcrcentageot private
pav residents in most states run:, be—
tween 21to and 509, according in the
lux pull conducted hv Mcknight"s Long-
Jerui Chit News ol statenursing home
and homes lor the aging associations.

Results Irom the mtormal poll also
indicated that non-profit fecilities at—
tract a higher percentage ot private
pav residents. In (act. none of the
responding non-profit associations said

[TJodky, mere than ever, quality and extended
service lifeare major considerations in
helping nursing homes to provide comfort
and protection for those who need itmost.

When n comes to patient floatation, today's products need (o
be more than etlechve. They need to be cost effective, too.

the percentage ol private pav in their
slates was below 21%. Conversely,
the lor-proftt association responses
went down tothe6% to 10% range.

Midwest values

The proportion ol private pav resi—
dentswas alsosomewhat higher in the
Midwest, according to the survey
This phenomena, however, appears to
have little to do with marketing.

For example, the percent of private
paying residents in Kansas is about
55%. Hut fecilities in the state are

As the leader in medical loam technology, Carpenter

selected tls finest high performance loam lor the IRIS 10.000.
The resulting superior floatation characteristics provide better

protection against skin breakdown.

What's more, the IRIS 10.000 has an optional, moisture-
orool nylon cover to ensure that the quality lasts.

The 1aIS10,000 Floatation System.
Our patented design and moisture—proof
cover make the difference.

mCost effectlva. Patient care and pressure reduction tor

less man 25C a day.1

m [ong service life. Removable nvlon cover repels mois-

Froeirbed]_

ture and is treated to resist microbial contamination

m Enhanced patient contort. Alayer ol revolutionary,
patented Omalux* high density loam enhances weight

distribution at the suriace. wmie a second layer ot high
oerlormance, high density loam provides a foundation

lor suoerior pressure reduction

gthO

n Simple to use. Reauues no in-senuce

wtro tcoervi

Uil ¢

uryc«

UG

CIRCLE 330 ON READER SERVICE CARO

more concerned with providing the
nest possible care than with market—
ing. said John R. Grace, president ol
the Kansas Association ol Humes lot
the Aging m Topeka.

Further. Grace indicated that mar —
keting may not even be necessary.
"Word-ol-mouth creates the demand
lor services." he said.

So how have Kansas facilities kepi
their private pay mix at 559b? Grace
speculated that a lower cost ol living
ill some areas ol IHe stale slows the
speed of Mcdicuid spend down, thus

B Warranted. 18-month warrranty covets the IRIS 10.000
as well as the optional nylon cover against delects in
materials and workmanship. It's your assurance ol the
durability ol Carpenter's high quality products.

For more information aooul how the IRIS 10.000 can make
your patients more comlortaDle, please call 1-800-947-7410.

D R e Rty 2

E.R. Carpenter Company
Medical Products Division

lomist

increasing nrtvate pav census

tie nlsu suggested that the hign
private pav mix mav oe the result ol
Midwestern values. Grace noted that
lor manv people in Kansas, "povem —
inent is the choice ol last resort "

Paul Romans, executive vice presi—
dent ot the lowa Health Care Associa—
tion in liesMoines, agreed.

Romans said that the 50% to 51%
private pay mix in his state results
Irom the “"nature and character ut
lowa people.”" He cited one fecility
resident who qualified for Medicaid
but didn"t want lo he on the stale s
rolls.

However, some Fecilities in Kansas
are marketing lor private pavers, ac—
cording to Romans. "A number ol
facilities are working with theircom —
munities and individuals, which re—
sults in increasing private pay." he
said.

Minnesota, which has a rate equali—
zation law on us books, offers no
incentives to lacilitics lor marketing.
"We"re locked in." according lo Rick
E. Carter, president of Care Providers
of Minnesoia. Bloomington. MN.

Carter said that there vverconlv two
advantages for marketing to private
payers in Minnesota — facilities re—
ceive payment op front, and thev can
charge more for private rooms.

"Assuming that nursing homes can
generate demand (bv marketing], they
can"t change the total number of pri—
vate paying residents available." Car —
ter said- Nursing homes, therefore,
could onlv lure private paying resi—
dents from other fecilil ics. he added.

Tlie stale of the nation

The lack of interest inmarketing by
Midwest fecilities appears lo be in
line with fecilities throughout the
states. Nursing fecilities are not gen—
erally marketing for private paving
residents, according lo Signum s
Thornton. “Facilities are more fo-
eused on intermal operations and qual-

| itv. But the locus stops there — inter-

| nnlly." she said.

i Thornton said most nursing homes

1 stll rely on hospital discharge plan-

i ners. "But that feeder source is being
cut off as hospitals gel into long-term
care." she added.

"Facilities can no longer depend on
discharge planners.” echoed George
Mollov. president of M G M Associ—
ates. Vero Beach. FL.

Mollov explained that the 80s
marked the end of what he called "the

i graw train® of Medicaid spending.

I States began denying benefitsand cut—
ting costs. Inaddition, nursing homes
began seeing more acutelv ill rodi-

I dents resulting Irom the prospective
pavmcnt svstem imposed on hospi—
tals. he said "Profitabilitv plunged.*
Mol lov said

Tom Jazwiccki. national advisor lor
Ermnst & Yuune. Washington, predicted

1 that the trend will likclv continue
“Stale and lederal governments are

- currently struggling to adcquatclv fund
existing Meuicaid programs

1 Their continued abililv lo lund sciv
ice expansion or lurther increases in

1 proeram scope is hiehls questionable.

1 liesaid . . -
tinfhMifeed nr iftt
Mckmriit « Ipsr lom i 4cSrws
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"Nursing homes are still marketing
in the 80s as they did in the 00s."
This observation
comes from
George Mollov,
president of M &
M Associates,
Vcro Beach, FL,
and author ot a
just-released
book on market—
ing. In a recent
interview with
Mcknight®s LTC

Molloy

Pri

From

Federal legislativemandates arc ex—
acerbating the problem, according to
Jazwiecki. He cited studies conducted
bv Ernst & Young on the impact of
OBRA. "Ernst & Young OBRA cost
projections in every state (studied)
indicate a propenr.iy for significant
cost increases as a result of imple—
menting ledcral nursing home reform
requirements," he said.

ay market

Acrystal ball

"Meeting the future long-term care
needs of an increasing elderly popula—
tion represents a great challenge. Pro—
vider marketing efforts will need lo
reflect changing consumer expecta—
tions. As the public becomes more
educated about the impact of cata—
strophic illness and the cost associ—
ated with chronic care, emphasis will
locus on financial protection and the
development of greater alternatives
to institutional services," Jazwiecki
said.

Thornton concurred. Many people
who would have been nursing home
residents five years ago arc now re—
ceiving home health care or are living
in retirement housing, she said. "While
ihere mav be more private dollars
coming into the system, there are also
more altematives to care. Seniors
now have options." [

Feds should cover LTC

horn pace |

While addressing long-term change,
the Governors also proposed stop-gap
measures lor achieving that change.
As a st step toward cr .tngacom—
prehensive health carc program for
the eldcrlv, tile proposal slated that
Medicare should fullv cover all quali-
lied hencliciarics.

As a short term goal, the governors
called lor repeal ot the “'so-called Boren
Amendment." Thev also requested
autnorttv tor states to match federal
Medicaid dollars without restrictions.

An amendment lo the reform pack—
age stated that the governors® associa—
tion will call lor a meeting with Presi—
dent Bush and Congress "to bettin
immediate work with thr Governors
toachieve liltssystem "

Although the governors were laced
with a lull aeenda ol state issues,
health cate oommated the annual recct-

CIRCIE 154 ON READER SERVICE CARO

News. Mollov said that manv nursing
homes fail to distinguish between
marketing and public relations.
“Nursing homes confuse the two
and end up doing an ineffective job at
both," Mol loy said. "Balloons and pet
tileranyi5.not-tB«HK et-1E; —fstadded. . -
He cxpla ned that the purpose of
marketing Is to increase revenues.
While public relationsmay foster good
will,

book explains how to market

Iong—term care seryv
increases the private pav mlx lie
said.

Marketing requires a comprehen—
sive lour-part integrated strategy, Mol-
lov said. Facilities need lo examine
the product and its quality, service,
ambiance and amenities,
cilities then need topromote the prod—
uct.

\In addition, nursing homes must

Cttpter,

age,

erhistt

» *00 243.5337

lie said. Fa—Vtltc lunacvof this

ices

knowing the importance ol sales atti—
tudes. scriptsand closings. And lastlv.
Idigsjimstde liverw iial thev prom-

As Mol loy stated. "Unless we |asan
industry! change, we will continue in
rofit plunge.”

ol Marﬁetmg bircresT are

available for $149.95. plus $3.05 post—
IromM & M Associates. 294 Mor —
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The VistaCARE' Resident
Assessment and Care Plan Systems
work together to provide you with the
right solution to OBRA Resident
Assessment You can generate the
right reports - fast and easy.

Resident Assessment System

*MDS. MDS +

= Triggers

*Rap Key

*Rap Summary

*Form 672

= Quality Assurance Reports

Care Plan System

eCare Plan Worksheet

«Care Plan

«Care Plan Intervention

= Goals Report

= Documentation Records

« Problem List

<And our optional Quik Plan
Module of pie-established
nursing diagnosis, goals and
interventions tnat provide
you with individualized care
plans.

With a VistaCARE' Computer System,
you can cnoose between 40 systems
ana modules. From complete
accounting, to resident care and
operations software. Support services
include Training, Hotline Support
Software Updates. Full System
Documention. and Hardware
Maintenance. Call us today.

FREE DEMO
DISKETTE

CALLTOLL FREE

1-800-426-2675

QB9 ctm)uie<- svsocktis
P C. Box 1408
Bellevue. WA 980G9
FAX 8 206-455-4895

Pavment policies forcing Mjnn,
nomes to cut comers o upKkeep

Legislature responds
to study’sfindings by
eyeingfinding hike

By Fred Bazzoli

A financial report on Minnesota3

nursing homes raised enough

legislative eyebrows to ensure

that its recommendations wouldn T be
left on a shelfand forgotten.

The state 3 Legislature isworking

to find funding to pay facilities more

for costs related to property mainte—

nance. The survey, “Nursing
Homes: A Financial Review,"
piled by Minnesota 3 Office of the
Legislative Auditor, found that
many administrators were delaying
routine maintenance and repairs so
they could use the money to sustain
operations.

The action is welcome news to the

state 3 446 providers and represen—

tative groups, which for the three
previous years had been publicizing
problems they*ve had operating in

Minnesota 3 strict rate-setting en—

vironment and under a pervasive
moratorium on construction.
The report has highlighted the

com—

issues that must be addressed, and
legislators are sympathetic, said
Dean Neumann, public relations co—
ordinator for Care Providers of Min—
nesota. the state group affiliated
with the American Health Care
Assn. Care Providers, which had is—
sued three reports on the financial
plight of the state®s fecilities, gen—
erally was pleased with the findings,
although the report"s writers
seemed to soften the potential seri—
ousness of industry problems. Mr.
Neumann said.

Still, the report has pointed to the
importance of states providing suffi—
cient reimbursement to maintain fa—
cilities® physical structures. So much
attention has been paid to the care
residents are receiving that “the
bricks-and-mortar aspect has been
neglected. ™Mr. Neumann said.
Other state association executives
have expressed similar concerns, he
added.

The report notes that the percent—
age of nursing facilities that broke
even or made money between 1986
and 1989 has ranged from 60% to
75%. but it noted that profit margins
were extremely thin, particularly for
nursing facilities that weren"t affi—
liated with or operated by acute-care
hospitals.

Modom Healtncares Eldercare Business™une 3. 191



For example, operating margins
for hospital-linked facilities ran from >
1.2% to 3.3% from 1986 to 1989. while |
non-hospital nursing homes had
operating margins of 0.1% to 0.9%.
In terms of total operating margins,
which include revenues from all
sources, including contributions, hos—
pital-affiliated providers had margins
of 3.2% to 6% during those years,
while unaffiliated homes reported
total operating margins of 1.2% to
2.1%.

The report®s authors said that the
state*s “fiursing home industry has
experienced considerable financial
stress,” and they termed the indus
try 3 condition “fieak."

Minnesota homes are under par—
ticular pressure because it’s one of
three states in the country that reg—
ulate all rates so that shortcomings
in Medicaid payments canT be made
up by charging private-pay residents
higher rates. Thus, ifMedicaid rates
aren"t sufficient, the effect is doubly
bad. Adjusting rates typically in—
volves a 21-month time delay that's
daunting to cash-starved facilities
that can T afford to make an expendi—
ture decision and then wait almost
two years for the new reimbursement

Vv'to kick in.

Minnesota also uses a case-mix sys—
tem that prospectivelv sets rates for
residents needing different levels of
care.

A component of facilities" reim—
bursement is for property expenses,
which is determined through a fair-
rental formula intended to cover prop—
erty costs and provide a return in—
tended for eventual replacement of
capital assets. Also, fecilities can qual —
ify for an efficiency incentive of as
much as $2 per resident day ifthey can
stay under established spending limits
in a category covering administrative,
dietary, housekeeping, laundry and
maintenance services.

The report notes that administra—
tors have adopted the tactic of de—
ferring routine maintenance and re—
pairs because they are allowed only
S$325 per bed annually for such ex—
penses and because they"re trying to
maximize efficiency incentive pay—
ments.

"Administrators who said their
operating budgets were inadequate
were more likely to report using
property reimbursement for operat—
ing expenses,””the report said. For
example, 64% of administrators who
said operating rates were rarely or
sometimes adequate used property
reimbursement for operating costs.

"Many administrators told us they
have no real choice but to limit

compared with 10% in 1988. Two-
thirds said building upkeep, mainte- e
nance, decorating and furnishing nnd i
deteriorated since 1985.

Prospects of gaining sufficient capi —
tal from operations are dim. as 75% of
administrators said their facilities
were 1in poor or fair financial condi- j
tion. Some 43% of the hospital-affi—
liated homes were under financial
stress, compared with 40% of the
non-hospital homes, according to a
study by the state"s Dept, of Health
in 1990.

Administrators are deferring
maintenance to maximize
efficiency incentive payments.

spending on nursing homes “appear—
ance and upkeep in favor of earning
the efficiency incentive, which ... is
a necessity for financial health," the
report 3writers indicated.

As a result, 28% of administrators
in 1990 said their facility was in poor
structural or mechanical condition,

As a leader in rehabilitation and long-term
care, The Mediplex Group isknown for high-
quality, progressive services. We offer over
25 years of experience, a stable, responsive
management approach; and an unwavering
commitment to excellence. We are equally
attuned to the needs of our clients, and
respond quickly to the changing market by
frequently updating our services and de—
veloping new programs. With a nationwide
network of rehabilitation and nursing centers,
we are continuing to make acquisitions,
growing steadily, and setting the pace for
the industry. -To leam more about what our
organization has to offer, please call or write
today to: Mr. Steven Garfinkle, Executive
Vice President of Operations, The Mediplex

&éiéi (éi%alnut Strleet, Wellesley, M A

The Mediplex Group

Clrcla 302 on Action Card



As part of a solution, tho report
suggests that the efficiency incentive
he raised to $2.20 per resident day.
Mr. Neumann said plans are being
discussed by the Legislature to index
the incentive to inflation, which
would raise it this year to about $2.12
per resident day.

The report also suggests the state
determine a standard for what con-
stitutes adequate financial perfor-
mance for nursing homes, which car.
be used to direct reimbursement po-
licies.

Still at issue is Minnesota's strict
moratorium on licensed beds; it con-
trols any erection, building, altera-
tion, reconstruction, modernization
or improvement. Only 12 such
projects were allowed in all of 1990,
Mr. Neumann said. And from 1985
to 1989, there’s been a decline of 44
certified beds in the state to a total
of 45.452.

The moratorium is a difficult hur-
dle to modernization efforts, espe-
cially as the state’s population of peo-
ple older than 85 is expected to grow
32% to almost 91,000 by the year
2000.

“The nursing home industry may
be unable to meet the future needs

Excallant: No need tor upgrading, remodeling, mejor repairs or replacenent
j83 Fairto Good: Need moderate upgrading, remodeling or repairs

_J Poor. Snnificantived
Q | Poor. Needs to fa entire™

of the elderly, both in amount and in
adequacy of services,” the report
said. ""The Legislature should exam-
ine whether and how to continue the
moratorium on nursing home con-
struction.”

While some of the report’s sugges-
tions have legislators' support or can

be easily implemented, dealing with
the moratorium will be difficult. Mr.
Neumann said. “We're sitting at the
beginning of a tremendous explosion.
he said. “Federal and state govern-
ments havent addressed the problem
yet, (but) demographics will push the
issue to the front burner.”

ROYCE ROLLS RINGER COMPANY

TOILET PAPER DISPENSER

RH Positive Computer Systems

A long-term solution to LTC software needs.

Call today for information on our
financial management &
MDS software modules.

RH Positive Computer Systems
246 East Campus View Boulevard
Columbus. Ohio 43235-4634
1-800-662-7991 or 614-885-4041
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First national

LTC PPO

Introduced
hvSuzanne Powills

In whal isbelieved lo be the
first national program ol its
kind. Bevcrlv Enterprises Irc..
Iprl Smitlt. AR. and tlie Lin—
coln National Life insurance
Co., Fort Wavne. IN, have
teamed up to launch a pre—
ferred provider organization
(PPO).

A familiar acronym to acute
care. PPOs have been in exis—
tence for more than 10 years.
The creation of the partnership
between Beverly an-* Lincoln
Nalional now brings the con—
cept to long-term care.

A PPO is a negotiated pay—
ment arrangement between an
insurer and a provider. The
insurer tvptcally receives adis—
count on provider rates in ex—
change for creating an incen—
tive lor policyholders to use a
particular provider. Policy—
holders experience savings in
copayments ifthey use the "pre-
lerrcd provider" - inthis, case
Ueverlv.

Under this program. Beverly
will offer reduced rales togroup
long-term care policyholders of
Lincoln National. According to
William Ihle, vice president of
communications for Beverly,
the nursing home chain has

aereed toolfgRLincolnyNation:
a H<b disc

OBRA

by John O'Connor

Itwas nearly four years ago
— on Dec. 2, 187 — when
President Ronald Reagan
signed into law a mishmash
package of legislation known
as the Omnibus Budget Recon—
ciliation Act of 1987.

The landmark statute prom—
ised new reforms for the nurs—
ing home industry to ensure
the highest level of care. Al—
ready, the law has made pro—
gress in substantially reducing
restraint use and enhancing resi—
dents"rights.

But one year after becoming
effective. OBRA" s promise con—
tinues to be compromised by
vet unpublished regulations.
And the law"s ultimate legacy
remains on hold while indus—

Year one

try members wonder aloud if
the final lawmay domore harm
than good.

“The biggest challenges that
remain for providers include
the lack of final regulations,
survey guidelines and the in—
sufficient state plan reviews
guaranteed under the Boren
Amendment." said Linda
Keegan, a representative of the
American Health Care Associa—
tion.

The coming year will likely
provide most of the still-miss—
ing pieces. But theresno guar—
antee tiatwhat the future holds
will be seen by many as relief.

For residents, one area where
the promise of better carc has

manifested A&t duging
past 12 mon

el e vl y.

/Y

'[at% éreakiﬁg News

0 The U.S. Department ot Health
and Human Services released regu-
lations thst will prohibit the fed-
eral government Irom matching
state Medicaid lunds that are col—
lected through provider donation

K33

El)T-ft ortax programs. The rule slated

no 0 that lunds donated or collociod
9 through taxes Irom providers will
m be subtracted Irom stale Medi —

caid totalsholore the federal match—
ing share iscalculated. Inreleas—
ingme regulation, tnodepanmenl
slated mat donation and provider
tax orograms will cost about S3
billion in locerai maicning lunas

in fiscal vear 1991

E&U

<

S

G The American Health Caro As-
sociation dropped Its suit against
the federal government over re-
view ol state plan amendmants.
The association has wilhdrawn
itsnotice ol appeal against HHS
Secretary Louis Sullivan, M.D.

G 0lthe7.298 U.S. hospitals,
more than 1,000 are providing nurs-
ing homa services, according to
new statistics from the U.S. De —
partment ol Commorco. Tho lor-
prohl hospitals are generaimg
aoout $7-14 million in receipts.
And the non-profit fecilities are
generating aoout S18 billion in
revenue

<v-

Few nursing facilities
market forprivate pay

by Suzanne Powills

Unlike manv long-term care
facilities, Westshirc Health
Carc Center has discovered the
advantages ol marketing for
private paying residents.

The Cicero. IL-bascd long—
term carc fecility recently spent
54,526 on 14 newspaper adver—
tisements. The result was a
1.00096 return on investment
— or 542.000 in total patient
days.

But Westshirc's experience
is hardly typical. "Marketing
is viewed as an expense, and

McKnlght's LTc
News conducted a
poll by fax machine
of all stale affiliates
of the American
Health Care Asso-
ciat"on and the
American Associa—
tion ol Homes for
the Aging. The
response rate for
the poll was 42%.

Governors

to cover

SEATTLE - The nation"s gov—
ernors have decided that the
federal government should be
solely responsible for funding
long-term care for the clderlv.

At the National Governor s
Association annual meeting
here, the governors unani—
mously approved a health care
reform package. The plan
would shift funding responsi—
bilities of all care lor the eld—
erly from themishmash oi state
and federal programs currently
covering such care toone source
— (he federal government

The governors® proposal
called the Medicaid svstem hn>-
ken * and stated that it has
become a rigidand overivcom—
plex program “ The rclorm
package said existing Medicaid

raranB

usuallv ends up at the bottom
of the to-do” list." according
to Phyllis Thornton, president
of Signum Marketing, Louis-
ville.KY.

While fecilities have taken a
lax approach lo marketing in
the past, the luture may force
a change in attitude. In fact,
experts predicted that as pub—
lic tunoing lor the long-term
care industry dries un. inoTT
fecilities siTl take the lead q. |
Westshire and begin market |

ing tor prijgte pavine resg
aents.

Vet praantdl resicants

hyour stito’s Ealities
aemaem?

| % prirato oay rtjpon0tnll

0% -5%

6% -10%

11%-20%
21% -50%
50% or more

....... 3 %

21%

,..6%

call on feds

long-term care

resources should fund a ness
public program designed to
meet the needs of the "non-
disabled population from birth
through age sixty-four."

Conversely, long-term care
— as sell as the whole contin—
uum ol services for the elderly
and disabled — should be cov—
ered under one program, ac—
cording to the relorm pack—
age. "The Social Security/
Medicare programs provide the
obvious Iramesvork for such a
program." the governors
agreed.

"Eldrrlv people shouldn t
have loshill I'rom one program
toanother loobtain care, said

Ann Danelski. a represcntati
1



Private pav market

I HMil noft" |

Currently. (liepercentage ot private
|»Iv residents in most states runs be—
tween 219 and 50%. according to the
Hxpoll conducted bv McKnIRht"s Long-
term Lure Newt ot state nursing home
and homes lor the aging associations.

Results Irom the intormal pull also
indicated that non-profit fecilities at—
tract a higher percentage of private
pav residents. In fact, none of the
responding non-profit associations said

lijaday, more than ever, quality and extended
service life are major considerations in
helping nursing homes to provide comfort
and protection for those who need ftmost.

When itcomes 1o patient fleatation, today™s products need
be more than effective. They need lo be cost effective, loo.

the percentage ol private pav in their
states was below 2t=v. Conversely,
the lor-proht association responses
went down to the 690 to 10Vo range.

Midwest values

The proportion ol private pav resi—
dents was alsosomewhat higher inthe
Midwest, according lo the survey.
This phenomena, however, appears to
have little lodo with marketing.

For example, the percent of private
paying residents in Kansas is about
55%. But facilities in ihe state arc

As lhe leader inmedical loam techrology. Carpenter

selected iits linest high performance loam lor ihe IRIS 10.000.
The resulting superior fleatation dharacteristics provide better

protection againsl skinbreakdown.

What"s more, the IRIS 10.000 has an gpticral, moisture-
orool nylon cover loensure that the qality ksts.

The IRIS 10,000 Floatation System.
Our patented design and moisture—proof
cover make the difference.

mCost effective. Patient careana pressure reduction lor

less than 25¢ a flay.1

m Long service Ille. Removable nylon cover repelsmois—

fm

| Reitoaiatt

tureand istreated 1o resist microbial contamination

mEnhanced patient confort. A layer ol revolutionary
patented Omarur* high density loam enhances welanr

distributinatme surface, wmie asecond layer ot hian
perlormancc hiondensity loam provides a loundation

lor superior pressure reduction

N Simple touse. rieuiresno in-<ervice

*om> S « Kiyzt-Kt

ust(f c-Ce  f N
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more concerned with providing the
nest possible carc than with market-
mg, said John R, Grace, president ol
the Kansas Association ol Homes loi
the Aging inTopeka.

Further, Grace indicated that mar —
keting mav not even be necessary
"Word-of-mouth creates the demand
lor services," he said.

So how have Kansas fecilities kept
their private pay mix at 5596? Grace
speculated that a lower cost of living
in some areas of the state slows the
speed of Medicaid spend down, thus

m\arranted. 18-monih warrranty covers Ihe IRIS 10.000
as vell as the optional nylon cover against celects in
materialsand workmanship. Itsvour assurance o! the
durabilityol Carpenter s high qality products.

For more information aoout how the IRIS 10.000 can make
your patients more comionaple. please @l 1-800-947-7410.

| s e R |
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increasing ornate nay census

He aiso suggested tnai the hicn
private pav mix mav oe me resuit ot
Midwestern values. Grace noted dial
lor manv people in Kansas, "govern—
ment isme choiceoi last resort

Paul Romans, executive vice presi
deni ol the lowa Health Lore Associa—
tion inDes Moines, agreed

Romans said that the 5090 to 51C*
private pay mix in his siale results
Irom the "nature and character of
lowa people.” He cited one fecililv
resident who qualified lor Medicaid
but didn"t want to be on the states
rolls.

However, some fecilities in Kansas
are marketing for private pavers, ac—
cording to Romans. "A number of
fecilities are working with theircom —
munities and individuals, which re—
sults in increasing private pay." he
said.

Minnesota, which has a rate eauali-
zaiion law on us cooks, offers no
incentives to lecilities lor marketing
“We e locked in. according to Rick
E. Carter, president of Care Providers
ol Minnesota. Bloomington. MN.

Carter said that there \sere onlv two
advantages for marketing lo private
pavers in Minnesota — lacilities re—
ceive pavment up tront. and they can
charge more for private rooms.

"Assuming that nursing homes car.
generate demand [bv marketing), thev
can"t change the total number ol pri—
vate paving residents available." Car—
ter said. Nursing homes, therefore,
could onlv lure private paving resi—
dents from other facilities, he added.

The state of the nation

The lack of interest in marketing by
Midwest facilities appears to be in
line with facilities throughout ihe
states. Nursing fecilities are not gen—
erally marketing for private paving
residents, according to Stenum s
Thornton. “Facilities arc more to-
cusedon intermal operations andoual-
itv. But the locus siods tnere — inter—
nally," she said.

Thornton said most nursing homes
still rely on hospital discharge pian-

I ners. "But that feeder source isheme
] cut off as hospitals gel into long-term

care." she added.
"Facilities can no ioncer denend on
ischarge planners, echoed George
olloy, president ot M & M Associ-
, Vero Beach. FL
Mollov explained that the 5Us
arked the end ot wnat ne called "the
| gravww tram" of Medicaid sounding
| Statesbegan denying cenettts and cut-
[ tingcosts Inaddition, nursing Homes
| began seeing more .icutelv ill rest-
" dents resulting irom tne prospective
i pavment svstem imposed on hospi
I tjls. he said Prolitaoiiuv piunged
[ Mollov said

Tom Ja/wiecki, national advisor lor
Ernsi reW.une, Washington. predicted
that the tiend will l.setv continue
"Slate and federal rovemmcnts are
currently struggling inatteauainv lund
cxistine Medicaid programs
Their continued ahilrv fi lund eiv
ice expansion or lurtrcr increases m
prucram *s: reishim\ wesinfi.iny
in*af

\U knifhl* | Kity Tirniiirr\ir» k
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New book

"Nursing homes are still marketing
in the 80s as they did in the 60s."
This observation
comes fronm
George Molloy,
president of M fit
M Associates,
Vero Beach, FL,
and author of a
just-released
book on market—
ing. In a recent
interview with

Molll
y McKnlghl1 LTC
Pri market
from
Federal legislativemandates are ex—

acerbating the problem, according to
Jazwiecki. He cited studies conducted
hv Ernst & Young on the impact of
OBRA. "Ernst & Young OBRA cost
protections in every state [studied]
indicate a propensity for significant
cost increases as a result of imple—
menting lcderal nursing home reform
requirements." he said.

A crystal hall

"Meeting the future lonA-tcrm care
needs of an increasing eld:.rly popula—
tion represents a great challenge. Pro—
vider marketing efforts will need to
rellect changing consumer expecta—
tions. As the public becomes more
educated about the impact of cata—
strophic illness and the cost associ—
ated with chronic care, emphasis will
locus on financial protection and the
development of greater altematives
to institutional services." Jazwiecki
said.

Thomtcn concurred. Many people
who would have beer, nursing home
residents live years ago are now re—
ceiving home health care or are living
in retirement housing, she said. "While
there mav be more private dollars
coming into the system, there are also
more alternatives to care. Seniors
now have options." O

Feds should uover LTC
hrompaf -

While addressing long-term change,
the governors also proposed stop-gap
measures lor achieving that change.
As a Itrst step toward creatinga com—
prehensive health care program for
the elderlv. the proposal stated that
Medicare should fullv cover all quali-
Ited bencltcianes.

As a short-term goal, the governors
called lor repeal ol the "'so-called Boren
Amendment." Thev also requested
authority lor states to match federal
Medicaid dollarswithout restrictions.

An amendment to the relorm pack—
age stated that the governors associa—
tion will call lorameeting with Presi—
dent Bush and Congress "to begin
immediate work with the governors
inachieve tinssystem "

Although the governors were faced
with a lull aeenua ol state issues
lie.ilthi.aledominated tt-eannual meet-

riSCIE 151 ON READER SERVICE CARD

News. Molloy said that manv nursing
homes fail to distinguish between
marketing and public relations.
"Nursing homes confuse the ".wo
and end up doing an ineffective job at
both."" Mol loy said. ""Balloons and pel
tilerajyl ineunar kettng.--headded. ..
He explained that the purpose of
marketing is to increase revenues.
While public relationsmay foster good
will, "marketing fillsempty beds and

explains how to market

long-term care services

increases the private pav mix," he
said.
Marketing requires a comprehen— Al LiUiuszTumiJcliver what thevprgm-

sive four-part integrated strategy. Mol —
lov said. Fecilities need to examine -
the product and its quality, service. (

knowing the importance ol sales atlt
tudes. scriptsand closings. And lastlv.

As Mollov stated. "Unless we (as an
industry) change, we will continue in

ambiance and amenities, he said. Fa—VI~lunacvof this profit plunge.”

cilities then need to promote the prod—

uct.

In addition,
zam how to Il — which includes

nursing homes must

tCopres of 4 firk«HHc yfnrress—arr
available for S149.95, plus S3.05 post—
age. from M TtM Associates, 294 Mor —
ristown Cay, Vcro Beach. FL 32966. C
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OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
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STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date:

Title: Expand exempt service to include Departrrent ot
Corrections physician

Sponsor:  Rules/Governor

Requestor:  Governor
Expenditures/Revenues: (Thousands of Dollars)

OPERATING Fra3
PERSONAL SERVICES 0
TRAVEL 0
CONTRACTUAL 0
SUPPLIES 0
EQUIPVENT 0
LAND &STRUCTURES 0
GRANTS, QLAIVG 0
MISCELLANEQUS 0
TOTAL OPERATING 0
CAPITAL 0
REVENUE
FUND SOURCE: 0

FUNDING.  (Thousands of Dolla.,)
GENERAL FUND
FEDERAL FUNDS

OTHR
FUND SOURCE:

TOTAL

POSITIONS:
RULL-TIVE
PART-TIVE
TEVPORARY

Estinmate of current year impact: JO_
ANALYSIS: (Attach a separate page if necessary.)

This kil will have no fiscal impact on the Department of Administration

Prepared by: R H King

Division:  Personnel \Y }

Approved by Conmissioner:  Nancy Bear Usera/,
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FY 95 FY % Fro7 Fy 98
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0 0 0 0
0 0 0 0
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Date: [/ c/ ?>tp'n
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WALTER J. HICKEL
3;vC-M"a

Statr. oVA las ka
«P* 23 3”~ E
.Ir.vEAi:

January 13, 1992

The Honorable Richard /. EHason
Presidentofthe Senate

Alaska State Legislature

PO. Box V

Juneau, AK 99811

Dear President Eliason:

Under the authority ofart. Ill, sec. 18, of the Alaska Constitution, /am
transmitting a billexpanding the exemptservice to include physicians hired by the
Department of Corrections.

The bill willgive the Departmentof Corrections the flexibility needed to attract and
retain a well-qualified medical officer to oversee the provision ofmedicalservices
to the more than 2,500 inmates under the responsibility of the department. It will
also provide the department with greater ability to attract and retain qualified
physicians to provide constitutionally and statutorily mandated medicalservices to
inmates. If those medicalservices are notprovided in a compe.ent, professional
manner, the state suffers the risk ofsignificant financialexposure.

[urge yourpromptpassage of this bill.

W alter J. Hickel
Governor
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SENATE BILL NO. 348
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THK HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Introduced: 1/13/92
Referred: Health, Education and Social Services

A BILL
FOR AN ACT ENTITLED
1 "An Act expanding the exempt service to include Department of Corrections physicians;

2 and providing for an effective date."

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
4 * Section 1 AS 39.25.110(13) is amended to read:

5 (13) physicians licensed to practice in this state and employed by the division of
6 mental health and developmental disabilities in the [] Department of Health and Social Services
7 or bv the Department of Corrections:

8 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

«"Jer:/"e3 ;DELETED TEXT BRACKETED]
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P WALTER J. HICKEL, GOVERNOR

uzl REPLY TO

DEPAKTWENT OF fORRECTIOfVS P.0. BoX T

JUNEAU. ALASKA 99011-2000
PHONE (907) 465-3376

February 12, 1992

The Honorable Arliss Sturgulewski

Chairperson

Health, Education, and Social Services Committee
Alaska State Senate

P.0. Box V

Juneau, Alaska 99811

Dear Senator Sturgulewski,

I am writing to you on behalf of the Administration regarding
Senate Bill 348. This bill, which expands the exempt service to
include Department of Corrections physicians, has been referred to
the Senate HESS Committee for a hearing. On behalf of the
Administration, | respectfully request that you schedule this bill
for a hearing before your committee.

Although Corrections was moved out from under the Department of
Health and Social Services and became a Department in 1984, the
statute limiting exempt service medical doctors to DHSS was not

changed to reflect that move. The Department of Corrections 1is
responsible for the physical and mental health of over 2,500
inmates. Until 1991, we employed one part time doctor 1in a

classified position and contracted for all other services from
medical doctors.

In 1991, in order to better manage the delivery of health care
services, oversight of inmate health care was placed under the
direction of a full time medical doctor employed by the Department.
Also in 1991, through a Memorandum of Agreement between DHSS and

bocC, the Forensic Consultation Team was transferred to our
Department. This transfer included two exempt psychiatrist
positions. One of these positions is filled and the Department
plans to recruit for and fill the other position. The medical

doctor overseeing Inmate Health Services and the psychiatrist on
the Forensic team are currently employed in exempt status by the
Governor®s authority wunder AS 39.25.110 (9). This temporary
authorization expires on June 30, 1992. To continue managing
medical and mental health services in the most effective manner
possible, the Department needs thi- statutory change.



The Honorable Arliss Sturgelewsi February 5, 1992
page2

Thank you for your anticipated resonse to this request to calendar
SB 348 for a hearing.

Sincerely,

Lloyd Hames
Commissioner

BY:
Diane Schenker
Legislative Liaison

cc: Theodore Mala, Commissioner
Department of Health and Social Services

Lori Nottingham, Deputy Legislative Liaison
Office of the Governor






FISCAL NOTE

» STATE OF ALASKA
1992 LEGISLATIVE SESSION

1131792

BILL NO. SB 354

FEB 07 1992
Department of Education

Revision Date: Department Affectod:

Title: An AcC providing for the issuance ol'BRU:  EF&SS
ener I obll ation bonds in the amount of .
%178 0 9 Component: Faci | 1ties
! , Sponsor: Sen. Kel’ttula
Requestor: (S) HESS COMPONENT SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Doiars)

OPERATING FY 93 1 FYo4 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

40.0
40.0
75.0

5.0

|
1

|
1

40.0
30.0
40.0

1.0

40.0

10.0
15.0

1.0

0.0 0

10.0 0

5.0 0 I
1.0 0

[TEEN

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 160.0

111.0 66.0 16.0

CAPITAL 1

CIP
receipts

CIP
receipts

CIP
receipts

CIP
receipts

REVENUE
FUND SOURCE:

FUNDING:

GENERAL FUND 1
FEDERAL FUNDS 1 1 1 1 i

OTHER
FUND SOURCE:

TOTAL
POSITIONS:
FULL-TIME 1 1 1 1 1

PART-TIME 1 I I 1 [
TEMPORARY | 1 1 1 1

CIP
receipts

(Thousands of Dodars)

160.0
160.0

111.0
111.0

66.0
66.0

16.0 0
16.0 0

CIP

Estimate of current yur impact. ~ None

ANALYSIS: (Attach a separata page if necessary.)  SEE ATTACHED

James Tocer Phone: Vi:?--1865

EF&SS

Prepared By:

Division:

& A - -J-.Q —=*
Dato: N e T

Approved by Commissioner: _-J.grrv Ccvav------------- Iw £*U
Agency: Department of Education *

L*g»latdve Sponsor. R»quMtor. OMB/DBR, Gov. Lagts. Ofc.. & Impacted AgancytiMl.

Pag* |/

Dratnbuoon (by prapararl: L«g. Fin..
Row 10/7.91



The one position would be an Administrative Assistant, Range 14. This position
could provide all of the necessary support needed to manage these additional projects.
Travel funds would be used for about 45 round trips to the various sites to
review projects and to respond to district requests for assistance. Contracted
fundswould pay for legal services, form printing and any A/C services requested
by the Department for project review. The Department would also need additional

educational supplies to support the increased workload.



Sen. Jay KcrUula, Co-Chairman
Sen. Lat Lourchol, Co-Chairman

Sen. Al Adams

Sen. Jim Duncan

Sen. Lyman K Huffman
Sen. Dick Shullz

Sen. Kick UcliMik

Sponsor Substitute for Senate Bill
initiative for $170,000,000 of general

laska State Legislature

Senate Finance Committee

SPONSOR STATEMENT

Senate Bill 354
by
Senator Jay Kerttula

354 would authorize a
obligation bonds of the

Slulc Cupilol
Juneau, AK 99801-1182
{=07) 465-1200
(907) 463-3066 Fax

flux 1009
Palmer, AK 99645
(907) 376-2675
(907) 376-0315 Fax

ballot

state to fund construction of all priority | schools anda portion

of the priority
Education.

schools

identified by the Department of

It is my belief that the current method of funding school
construction does not address the needs of the whole state.
When we do not fund any priority Il school requests, unhoused
students are being denied the quality of education thatis their
right.  Furthermore, we have failed to address the life, health,
safety issues of all the priority | schools.

| believe that this bonding initiative is timely. The state is in
a good position to take advantage of the current low interest
rates. We have bonded in the past when we did not have the

revenues to pay cash.

| would urge favorable consideration of Sponsor Substitute for
Senate Bill 354.
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'Generated December 10, 1991 State of Alaska This list reflects
at 3:.00 PM Department of Education ;h?egﬁ?ggi ma:e as
Page: 1 Capital Improv%nfnlgiSPé%giraYrréaﬁug?et Request 11/25/91 hearing.
IRTY TYFE | o Priority 1 _
lority District Name Ranking Amount Proiect Name
1 Lower Kuskokwim Schools 1 6,913.0 Kasigluk-Akiuk School Replacement Ph.ll
2 Ketchikan Gateway Borough Schools 2 14,623.7 Ketchikan High: Phase Il
3 Nome City Schools 3 885.0 Npme-Beltz Life Safety Upgrade/Ashestos
4 Lower Kuskoltwim Schools 4 2,500.0 NEnapitchuk Elementary School Addition
5 Kodiak Island Borough Schools 5 525.0 Old Harbor K-12 Structural Repair
6 Hoonah City Schools 6 1,738.2  Schl-wide Sprinkler Systm/Life/Safe Ph Il
! Alaska Gateway Schools ! 13,232.0  Tok School Replacement
8 Kake City Schools 8 1,482.0 Elementary & High School Life/Safety
9 Southwest Region Schools 9 7126.5 New Stuyahok Roof and Wall Replacement
10 Pribilof Schools 10 1,164.4 St. Paul/Roofing and Siding Replacement
11 Yakutat City Schools 11 558.9 Elementary School Repair
12 Belring Strait Schools 12 11,020.0 Gambell Elementary
13 Fairbanks North Star Borough Schools 13 12,110.9 North Pole Elementary Addition
14 Annette Island Schools 14 693.0 Elementary/Middle School Repair
15 North Slope Borough Schools 15 250.0 Point Hope Entryways and Roof Renovation
16 Lake & Peninsula Borough Schools 16 1,660.0 Chignik Bay School
17 Kuspuk Schools 17 380.0 Sleetmute: Foundation & Roof Repair
18 Kashunamiut Schools 18 14,400.0 Replacement School Facility

19 Craig City Schools 19 524.7 Craig High School Roof Replacement
Total for Priority Tyne 1 = 85,387.3
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2 Capital Improvement Program Budget Request
for Fiscal Year 93

Priority *

0
n

*

*

=—

O© OO0 N O Ol ~ W N

— P >, =
= ow NN e o

“Page:
PRICRITY TYFE * o
District Name
20 Copper River Schools
21 Lower Yukon Schools
Total for Priority Type *
IRITY TYPE 2 Pri
Ra
22 Northwest Arctic Schools
23 Copper River Schools
24 Bering Strait Schools
25 Kenai Peninsula Borough Schools
26 Southeast Island Schools
21 Lower Yukon Schools
28 Southeast Island Schools
29 Southeast Island Schools
30 Craig City Schools
31 Kuspuk Schools
32 Kuspuk Schools
33 Lower Kuskokwim Schools
34 Yupiit Schools
35 Ketchikan Gateway Borough Schools
36 Fairbanks North Star Borough Schools

* Pursuant to Chapter 5, SLA 1990, Section 16

15

= —+

o <<

o

2,988.5
3,080.0
6,068.5

2,091.0
1,536.9
4,928.0
426.9
1,537.0
582.0
1,830.4
§19.2
2,039.4
1,946.4
5,803.4
17,679.0
5,200.0
8,477.6
6,000.0

Project Name
Glennallen Secondary School Final Phase
Mt. Village/Phase IlI/Elementary Replace

SEIawik Elementary Addition

Slana Elementary School Phase I

Koyuk School Addition/Renovation
Portable Classrooms Districtwide

Edna Bay School Construction

Hooper Bay Classroom Addition
Kasaan/Hollis Schools Project

Port Protection School

Craig Classroom Addition

Upper Kalskag: 0/J Gregory Elementary
Aniak Middle/Liementary School Phase |
New Bethel Middle School

Akiachak Elementary Replacement/Renovate
Schoenbar Junior High

New Fairbanks High School Phase |



Page:

3 Capital

PRICRITY TYPE 2 (con't)

Priority

37

38

39

40

41

a2

&

R

&

47

49

51

52

53

55

56

57

District Name
Lake & Peninsula Borough Schools
Fairbanks North Star Borough Schools
Yukon Flats Schools
Kodiak Island Borough Schools
Yukon/Koyukuk Schools
Matanuska-Susitna Borough Schools
Southwest Region Schools
Lake & Peninsula Borough Schools
Kenai Peninsula Borough Schools
Chatham Schools
Anchorage Schools
Unalaska City Schools
Southeast Island Schools
Bering Strait Schools
Juneau Borough Schools
Lower Kuskokwim Schools
Anchorage Schools
Kenai Peninsula Borough Schools
Chatham Schools

Copper River Schools

Anchorage Schools

I mprovement Program Budget Reguest
for Fiscal Year 93
Priority 2
Ranking Amount Project Nanme
16 1,000.0 Ivanof Bay School Replacement
17 12,943.9 New North Fairbanks Elementary
18 1,500.0 Circle: Multipurpose/Classroom Addition
19 7,500.0 Kodiak New Elementary School Phase |
20 1,300.0 Ailakaket School Addition
21 5,000.0 Gllacier View School
22 2,112.0 Togiak School Addition
23 450.0 Kokhanok School Addition
24 1,449.8 Ken”i Elementary School Renovation
25 687.0 Angoon Elementary Classroom Addition
26 1,200.0 Turnagain Classroom Addition
27 600.0 Elementary Classroom Addition
28 3,390.4 Coffman Cove: Building Replacement
29 3,927.4 Go\ovin Elementary Addition to U.S.
30 200.0 Auke Bay Classroom Addition
31 4,369.0 Atmautluak Elementary School Addition
32 1,000.0 Eagle River Elementary Addition
33 10,300.5 New West Homer Elementary
34 612.5 Gustavus: Classroom Addition
35 1,809.0 Copper Center Elementary Addition
36 3,499.6 Willow Crest Elementary Addition



Proiect Name

Middle School Addition

Ouzinkie Upgrade/Remodel

Elementary Addition
New Middle School

Creek: Johnnie John School Add.

Chinook Elementary Addition

New Soldotna Elementary

School Site Planning and Design

Lower Kalskag Elementary School Addition

New Skyview Middle/Jr High

South Anchorage New Jr.

School Addition

High

South Anchorage New Elementary

Purchase

Relocation of Portable Classrooms

High Major Main./Roof Replacement

Barrow Schools U.S. Sprinkler Replace

"tage: 4 Capital Improvement Program Budget Request
for Fiscal Year 93
PRIORITY TYPE 1 (con't) Priority 2
Priority District Name Ranking Amount
58 Haines Borough Schools 37 3,840.0
59 Kodiak Island Borough Schools 30 1,500.0
60 Anchorage Schools 39 4,037.0 Susitna
61 Matanuska-Susitna 3orough Schools 40 25,000.0 Atlasta
62 Kuspuk Schools 41 650.0 CToked
63 Anchorage Schools 42 4,456.7
64 Kenai Peninsula Borough Schools 43 9,971.2
65 Klawock City Schools 44 120.0
66 Kuspuk Schools 45 750.0
67 Kenai Peninsula Borough Schools 46 25,040.7
68 North Slope Borough Schools 47 3,000.0 Nuigsut
69 Anchorage Schools 48 27,500.0
70 Anchorage Schools 49 12,500.0
71 Juneau Borough Schools 50 200.0 Modular
72 Kenai Peninsula Borough Schools 51 42.0
Total for Priority Type 2 = 244,355.9
PR|OR|TYTYE3 Priority 3
Ranking
73 Lower Kuskokwim Schools 1 526.0 Bethel
74 North Slope Borough Schools 2 3,410.0
75 North Slope Borough Schools 3 2,150.0

District Wide Swimming Pool

Renovations
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93

Project Name
Tri-Valley Gyin Insulation/Fire Protect
Napakiak School Relocation
Drainage-Intermediate School
St. George Roof & Exterior Repair
Anderson Fire Separation & Egress

1

Elem/Middle/Exterior Wall Protection

High School Roof Repair

Main Elementary Roof Repair
Districtwide Life Safety/Code Upgrades
Nulato Voc-Ed
Lime Village Oil Storage

Districtwide Major Repair/Renov/Alter
Kaltaa Vocational Education Facility
Chapman Elementary Re-Roof

Nikolski School Window Replacement
Auke Bay Elementary Re-Roof

Anvik Oil Storage
Nikiski Elementary Re-Roof

Well & Water System Replacement
Repair

J/D High School Exterior Wall

m3
Pclge: 5 Capital Improvement Program Budget Request
for Fiscal Year

PRIORITY TYPE 3 (con't) Priority 3

Priority District Name Ranking Amount
76 Railbelt Schools 4 99.5
77 Lower Kuskokwim Schools 5 515.0
78 Wrangell City Schools 6 60.0
79 Pribilof Schools 7 340.5
80 Railbelt Schools 8 101.0
81 liaines Borough Schools 9 312.0
82 Yakutat City Schools 10 213.8
83 Kodiak Island Borough Schools 11 1,0000
84 Lake & Peninsula Borough Schools 12 300.0
85 Yukon/Koyukuk Schools 13 254.8
86 Iditarod Area Schools 14 65.5
87 Fairbanks North Star Borough Schools 15 863.1
88 Yukon/Koyukuk Schools 16 228.8
89 Kenai Peninsula Borough Schools 17 73.9
90 Aleutian Region Schools 18 20.0
91 Juneau Borough Schools 19 490.0
92 Iditarod Area Schools 20 51.0
93 Kenai Peninsula Borough Schools 21 129.9
94 Saint Marys Schools 22 475.0
95 Juneau Borough Schools 23 100.0
96 Juneau Borough Schools 24 800.0

Glacier Valley Elementary Re-Roof
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Project Name

Grayling Oil Storage

Voc Ed/Middle School Roof and Gutter
Elementary Roof and Gutter Replacement
Diamond High School Re-roof

Whittier School Reroofing

School Partial Reroofing

Wasilla High Walls and Fenestration

Newtok Elementary School Addition
Hunter Elementaiy Renovation

Elementary School Code Upgrades
Districtwide Water Treatment

Lathrop High School Renovations
Districtwide Subsurface Water Treatment
Health/Life Safety Code Upgrade
Districtwide Asbestos Abatement

Kenai Jr. High Asbestos Abatement

Fort Yukon: New School

Homer Intermediate Asbestos Abatement

Vv
CPage: Capital I mprovement Program Budget Request
for Fiscal Year 93
PRCRTY TYFE 3 (con't) Priority 3
Priority District Nanme Ranking Amount

97 Iditarod Area Schools 25 26.0
98 Wrangell City Schools 26 489.0
99 Wrangell City Schools 27 456.0
100 Anchorage Schools 28 3,477.4
101 Chugach Schools 29 48.0
102 Matanuska-Susitna Borough Schools 30 770.0
103 Matanuska-Susitna Borough Schools 31 1,494.0

Total for Priority Type 3 = 19,340.2
ORITY TYPE 4 Priority 4

Ranking

104 Lower Kuskokwim Schools 1 5,626.0
105 Fairbanks North Star Borough Schools 2 550.0
106 Petersburg City Schools 3 139.3
107 Lower Kuskokwim Schools 4 2,560.0
108 Fairbanks North Star Borough Schools 5 950.0
109 Lower Kuskokwim Schools 6 4,875.0
110 Saint Marys Schools 7 228.2
111 Lower Kuskokwim Schools 8 3,800.0
112 Kenai Peninsula Borough Schools 9 2,332.3
113 Yukon Flats Schools 10 9,000.0
114 Kenai Peninsula Borough Schools 1 124.5
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Page: 7 Capital Improvement Program Budget Reguest
for Fiscal Year 93

PRIORITY TYPE 4 (con't Priority 4

Priority District Name Ranking Amount Project Name
115 Fairbanks North Star Borough Schools 12 133.4 Districtwide Fire Protection
116 Kenai Peninsula Borough Schools 13 46.8 Paul Banks Elementary Asbestos Abatement
117 Iditarod Area Schools 14 115.8 Anvik School Kitchen & 2nd Floor Storage
118 Aleutians East Borough Schools 15 6,766.0 King Cove Elementary Replacement
119 Kenai Peninsula Borough Schools 16 79.6 Susan B. English Asbestos Abatement
120 Anchorage Schools 17 2,000.0 Filre Code Violations Projects
121 Kenai Peninsula Borough Schools 18 221.0 Seward Elementary Asbestos Abatement
122 Annette Island Schools 19 171.7 Districtwide Asbestos Removal
123 Northwest Arctic Borough Schools 20 2,056.5 Districtwide Deferred Major Maintenance
124 North Slope Borough Schools 21 50.0 Anaktuvuk Pass Welding Room Renovation
125 Fairbanks North Star Borough Schools 22 12,576.5 Denali Elementary Replacement
126 North Slope Borough Schools 23 100.0 Welding Room Renovation/Barrow US
127 Copper River Schools 24 1,427.3 Glennallen Elementary Remodel
128 Fairbanks North Star Borough Schools 25 13,182.7 Nordale Elementary Replacement
129 Aleutians East Borough Schools 26 649.0 Sand Point Pool Retrofit
130 North Slope Borough Schools 27 50.0 Welding Room Renovation/Nuigsut
131 Northwest Arctic Borough Schools 28 3,378.0 Districtwide Fuel Tank Farm Upgrade
132 Anchorage Schools 29 1,669.7 MLK Career Center/Heating Renovations
133 Skagway City Schools 30 105.3 K-12 Building Protection
134 Fairbanks North Star Borough Schools 31 12,138.7 Eielson Air Force Base Elementary School
135 Anchorage Schools 32 992.6 Complete Elevator Installation
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PRICRITY TYPE 4 (con't)

Priority

136

137

138

139

140

141

142

143

144

14b

146

147

148

149

150

151

152

153

154

District Name

Hydaburg City Schools
Anchorage Schools

Kodiak Island Borough Schools
Juneau Borough Schools
Anchorage Schools

Juneau Borougli Schools
Anchorage Schools

Anchorage Schools

Anchorage Schools

Anchorage Schools

Kenai Peninsula Borough Schools
Anchorage Sc.iools

Anchorage Schools

Kenai Peninsula Borough Schools
Anchorage Schools

Anchorage Schools

Anchorage Schools

Anchorage Schools

Juneau Borough Schools

Improvement Program Budget Request

Project Name

Replacement of Fuel Storage Tanks
Underground Storage Tanks

Kodiak High School Code Upgrade
Districtwide Asbestos Abatement
Bartlett IIS/lleating system Phase 11
Harborview Elem. Plumbing Replacement
Districtwide Mechanical Renovation
Mears Junior High/Vent System
Diamond Heating/Ventilation Phase 11
Districtwide Kitchen Upgrades

Homer Jr. High Handicap Access
Service High School/Phase |l Asbestos
Eagle River/Heating & Ventilation
Kenai Jr. High Handicapped Access
Districtwide Asbestos Abatement
Chugiak High/Replace Univents

O'Malley Elementary Heat Vent Upgrades

Replace Classroom Univents/Campbell

Districtwide Ceramic Kiln Ventilation

Capital
for Fiscal Year 93
priority 4
:anking A mount

33 33.7
34 1,312.9
35 1,700.0
36 200.0
37 1,224.4
38 150.0
39 4,000.0
40 193.9
41 2,346.9
42 2,200.0
43 40.3
44 585.6
45 313.5
46 40.3
47 4,300.0
48 535.2
49 448.0
50 307.4
51 80.0

108,108.0

Total for Priority Type 4
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*T?age: Capital Improvement Program Budget Regueat
for Fiscal Year 93
PRIORITY TYPE 5 Priority 5
District Name Amount Project Name

155 Kenai Peninsula Borough Schools 1 28.7
156 Anchorage Schools 2 3,300.0

Total for Priority Type 5 = 3,328.7
SRITY TYPE 6 Priority 6

Ranking

157 Sitka Borough Schools 1 1,033.0 Blaranof Elementary School
158 Kenai Peninsula Borough Schools 2 8,564.9 Tustuinena Elementary Addition
159 Unalaska City Schools 3 842.1 High School Wood Shop/Music Room Add.
160 Nome City Schools 4 5,155.0 Nome-Beltz Middle School Remodel
161 Pribilof Schools 5 604.0 St. George/Media Center & Kitchen Add
162 Kodiak Island Borough Schools 6 1,200.0 Kodiak High School Alteration Project
163 North Slope Borough Schools 7 2,100.0 Point Lay: Gym/Classroom Addition
164 Matanuska-Susitna Borough Schools 8 6,000.0 Swanson Elementary School Renovation/Add
165 Lower Kuskokwim Schools 9 1,000.0 Chefornak Improvements
166 Chugach Schools 10 157.5 Whittier Voc-Ed
167 Lake & Peninsula Borough Schools 11 1,100.0 Pilot Point School Replacement
168 Cordova City Schools 12 1,730.0 Cordova High School Science & Computer
169 Yupiit Schools 13 13,717.5 Consolidated High School & Boarding Honme
170 Bristol Bay Borough Schools 14 3,449.5 Gymnasium Addition/Naknek K-12

m FIB— lIHIW



| mprovement Program Budget Reguest

' Page: 10 Capital
for Fiscal
PRIORITY IYPE 6 (Con't) Priority 6
Priority District Name Type Amount
171 Kodiak Island Borough Schools 15 5,600.0
172 Kenai Peninsula Borough Schools 16 644.0
173 Anchorage Schools 17 4,199.3
174 Tanana City Schools 18 3,732.0
175 Petersburg City Schools 19 700.0
176 Kenai Peninsula Borough Schools 20 1,263.6
177 Southeast Island Schools 21 1,496.0
178 Anchorage Schools 22 2,212.2
179 Lake 6 Peninsula Borough Schools 23 1,600.0
180 Anchorage Schools 24 3,182.7
181 Pribilof Schools 25 360.5
182 Anchorage Schools 26 330.0
183 Anchorage Schools 27 2,700.0
184 Hydaburg City Schools 28 104.0
185 Delta/Greely Schools 29 12,500.0
186 Juneau Borough Schools 30 50.0
187 Cordova City Schools 31 21,704.2
188 Bering Strait Schools 32 2,473.1
189 Kuspuk Schools 33 510.0
190 Fairbanks North Star Borough Schools 34 2,196.4

Year 93

Project Nane
High School Voc-Ed Building Upgrade
Homer Junior High Pool Conversion
Wonder Park Elementary Addition
Elementary/Middle School Project
Milddle/High School Shop Addition
Nikolaevsk Gym Expansion
Thorne Bay School Addition
Clark Jr. High/Media Center S Remodel
Port Heiden Addition
Williwaw Addition
St. Paul/Kitchen Construction
Mt. Spurr Elementary Kindergarten Center
N. Star Elementary Addition
District: Maintenance/Storage Building
K-12 Educational Complex
Floyd Dryden Wood Shop
Elementary Addition and Remodel
White Mountain Elementary Addition
Kalskag: George Morgan Jr/Sr High Add.

District Physical Plant



Improvement Program Budget Request

Project Name

New Nikiski Middle School

District Food Service

Page: 11 Capital
for Fiscal Year 93

PRIORITY TYFE 6 (con't) Priority 6

Priority District Name Ranking Amount
191 Kenai Peninsula Borough Schools 35 22,607.0
192 lloonah City Schools 36 1,576.1
193 Unalaska City Schools 37 231.3
194 Kenai Peninsula Borough Schools 38 22,607.0
195 Fairbanks North Star Borough Schools 39 4,398.0

Total for Priority Type 6 = 165,630.9

PRIORITY TYFE 1 (These projects are not ranked within priority type.)
196 Kenai Peninsula Borough Schools 7 35.0
197 Kenai Peninsula Borough Schools 7 69.0
198 Juneau Borough Schools 7 100.0
199 Petersburg City Schools 7 150.0
200 Juneau Borough Schools 170.0
201 Kuspuk Schools 7 255.0
202 Nome City Schools 7 610.0
203 Matanuska-Susitna Borough Schools 1,000.0
204 Sitka Borough Schools 7 1,313.0

Total for Priority Type 7 = 3,702.0

GRAND TOTAL: 635,921.5
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Projected Population Age 5-17, for Boroughs, Census Areas
and Labor Market Regions, 1990-2000.

Part A; Middle Series
ApriltlJuly T July 1 July L July 1 July 1 July 1 July 1 July T July 1 July 1
1990 1991 1992 1993 1994 1995 1990 1997 1998 1999 200
Slate ot Alaska 117.447 121,992 125570 128,270 131,083 133,918 136,656 139,092 141352 143,716 145965
Anchorago\ Matanuska-Susitna Roglon 55320 57,740 59,716 61261 62,862 64,468 66,039 67460 68814 70,208 71542

Anchorage Borough 45109 47,020 48,480 49,599 50,763 51,934 52941 53836 54,662 55528 56,346
Matanuska-Susitna Borough 10,140 10,729 11236 11,662 12,099 12,534 13,098 13,633 14,152 14,680 15,106
Gull Coast Roglon 14352 14718 14967 15111 15270 15433 15570 15671 15752 15847 15,920
Kenai Peninsula Borough 9601 9901 10,124 10274 10,435 10,598 10,723 10,825 10,912 11,008  11.096
Kodiak Island Borough 2,728 2,765 2,779 2,773 2771 2,770 2,784 2,790 2,795 2801 2,004
Valdez-Cordova Census Area 2,023 2,052 2,064 2,064 2,064 2,065 2,063 2,056 2,045 2,038 2,028
Interior Region 19,781 20,580 21215 21,702 22,208 22,717 23344 23918 24,464 25026 25569
Fairbanks North Star Borough 16,251 16,988 17594 18,075 10571 19,069 19671 20,230 20,766 21,314 21,846
Southeast Fairbanks Census Area 1507 1551 1,581 1,601 1622 1644 1667 1685 1700 1719 1735
Yukon-Koyukuk Census Area 2,023 2,041 2,040 2,026 2,005 2,004 2,006 2,003 1997 1,993 1988
Northern Region 5182 5434 5644 5812 5987 6,163 6364 6554 6733 6920 7,099
Nome Census Area 2102 2,184 2248 2294 2344 2396 2459 2520 2575 2,634 2,689
North Slope Borough 1,408 1493 1567 1629 1694 1757 1811 1,859 1,907 1955 20
Northwest Arctic Borough 1672 1757 1829 1889 1949 2010 2,094 2,175 2251 2331 2,400
Southeast Region 14,628 14916 15083 15145 15222 15306 15260 15,181 15079 14991 14,891
Haines Borough 437 439 439 434 432 428 420 413 402 395 385
Juneau Borough 5440 5606 5727 5806 5892 5981 5988 5982 5970 5960 5947
Ketchikan Gateway Borough 2011 2920 2907 20873 20842 2813 2801 2,782 2,763 2,143 272
Prince ol Walos-Outer Ketchikan C.A. 1,443 1502 1550 1,586 1624 1662 1688 1,710 1728 1,749 1769
Sitka Borough 1,871 1853 1820 1,775 1,732 1,690 1647 1,601 1553 1506 1457
Skagway-Yakutat-Angoon Census Area 1,042 1,064 1075 1083 1,089 1,095 1071 1,046 1,016 990 962
Wrangell-Petershurg Cencus Area 1484 1531 1565 1588 1611 1637 1,645 1,647 1647 1648 1,650
Southwest Region 8175 8595 8945 9239 9534 9831 10,079 10,299 10,510 10,724 10,936
Aeutlans East Borough 366 380 388 396 403 411 404 393 386 374 366
Aeutlans West Census Area 1104 1,195 1279 1353 1429 1503 1512 1518 1521 1526 1,529
Bethel Census Area 3,467 3594 3693 3,766 3,842 3919 4013 4,099 4179 4262 4342
Bristol Bay Borough 259 268 275 279 284 289 291 292 293 295 296
Dillingham Census Area 944 993 1,034 1067 L1100 1136 1181 1221 1261 1,300 1341
Like and Peninsula Borough 421 434 4-12 451 456 463 468 i 473 476 479
Wade Hampton Census Area 1,614 1,131 1,834 1.927 2,019 2110 2210 2,305 2,397 2491 2,583

Source: Alaska Department ot Labor. Research & Analysis, Demographic Un'rt.

Alaska Popullation Projections 89



Senate Bill 354

A B C D E F
1 Project DOE AMT 2 % 3% 4 % SB 354
2
3 Kasigluk-Akiak 6,913,0 6,705.6 6,706.0
4 Nome-Boltz 885.0 867.3 867.0
5  Nunapitchuk 2,500.0 2,425.0 2,425.0
6 Kodiak-Old Harbor 525.0 514.5 515.0
T IHoonah 1.738.2 1.686.1 1,686.0
8  Tok 13,232.0 12,702.7 12,703.0
9 Kake 1,482.0 1,437.5 1,438.0
10 New Stuyahok 726.5 712.0 712.0
11 Pribilof-St. Paul 1,164.4 1,129.5 1,129.0
1 2 Yakutat 558.9 547.7 548.0
13 Gambell 11,020.0 10,579.2 10,579.0
1 4 Annette Island 693.0 679.1 679.0
15 Point Hope 250.0 245.0 245.0
1 6 chignik Bay 1,660.0 1,610.2 1,610.0
17 Sleetmute 380.0 372.4 372.0
1 8 Kashunahmiut 14,400.0 13,824.0 13,824.0
19 Glennallen 2,988.5 2,898.8 2,899.0
2 0 Mt Vilage 3,080.0 2,987.6 2,988.0
2 1 selawik 2,091.0 2,028.3 2,028.0
2 2 Slana 1,536.9 1,490.8 1,491.0
2 3 Koyuk 4,928.0 4,780.2 4,780.0
2 4 EdnaBay 1,537.0 1,490.9 1,491.0
2 5 Hooper Bay 582.0 570.4 570.0
2 6 craig 524.7 514.2 514.0
2 T Ketchikan 14,623.7 14,038.8 14,039.0
2 8 North Pole 12,1 10.9 11,626.5 11,626.0
2 9 Kenai Peninsula 426.9 418.4 418.0
3 0 Ketchikan 8,477.6 8,223.3 8,223.0
3 1 Fairbanks 6,000.0 5,820.0 5,820.0
3 2 Matanuska-Susitna 5,000.0 4,850.0 4,850.0
3 3 Anchorage 1,200.0 1,164.0 1,164.0
3 4 Fairbanks 12,943.9 12,426.1 12,426.0
35 Kenai 1,449.8 1,406.3 1,406.0
3 6 Juneau 200.0 196.0 196.0
3 7 Eagle River 1,000.0 970.0 970.0
38 Kenai 10,300.5 9,888.5 9,888.0
3 9 Anchorage 3,499.6 3,394.6 3,395.0
4 0 Matanuska-Susitna 25,000.0 17,000.0
41 Craig 2,039.4 1,978.2 1,978.0
4 2 Angoon 687.0 673.3 673.0
4 3 Juneau 200.0 196.0 196.0
44
45 Total 180,355.4 167,067.0
46
4 T Estimated issue costs 3.000.0

Page 1
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WALTER J. HICKEL, GOVERNOR

PO. BOX S

IHHEIMHTMENT OF IKFVENI F JLINCAU, ALASKA 0901J-CM00
PHONE: (907) 'W5-2300
OFFICE OF THE COMMISSIONER TELEFAX. (90/) “105-2009

February 21, 1992

The Honorable Jalmar Kerttula
Co-Chbainnan, Senate Finance Committee
Alaska Stale Legislature

Slate Capitol, rid 518 *
Juneau, AK  99891-1182

Dear Senator Kerttula:
The estimated capacity of the State torfSue debt is as follows (& milliortff:
Debt Capacity

f t

Fiscal Low Scenario MW Setfnario High Scenario
Year Revenue Estminte -Revenue Estimate Revenue Estimate
1993

19%4 0
199% 24 261

1996 115 168
1997 161 184 207
1998 32
1999 25

In these estimates, debt service on state lease-financings of public buildings, University of Alaska
debt, and the state portion of municipal general obligation debt issued to finance school
constniction is included with state general obligation debt service in deriving the State’s debt
cagamty. Over the years the State Bond Committee has chosen to include the entire %eneral fund
debt commitment even as the 5% unrestricted revenue target was exceeded. Different debt
capacity scenarios could be estimated without including one or more of these components of
state-supported debt. Alternatives to the 5% of the unrestricted revenue target can be developed

as well.

Any contingent liahility such as moral obligation and state guaranteed debt could be added to
these components if a situation arose which made a call on the general fund for that liability a
possibility. At this time, | know of no such contingent liability situation.



February 21, 1992
Page 2

The above estimate is based upon issuing state gzen_eral obligation debt at current credit ratings,
with level debt service, and a seven year final maturity. These parameters are within the Prudhoe
Curve mandate. Although I believe these assumptions are adequate for this Presentat|on, various
alternative debt issuance strategies could be developed with various debt service levels and

various final maturities.

Lease_—fmancmP debt would have a lower credit rating and possibly longer maturity. Lon%$r
maturities could probably be accommodated on moderate amounts of lease debt because the
convetsion of operating Ieases to Iease—fmancmgs would achieve net present value savings which
are regarded differently than a new obligation by credit analysts. The characterization of lease-
financing issuance as a cost—savm%_strategy within the operating budget, e.g. the replacement of
a higher net present value operating lease obligation with a lower net present value lease-
financin obllgatlon, has been important in the explanation of issuance when debt service
exceeds 5% of current and forecasted unrestricted revenues.

One final point, imﬁlementation of a debt retirement fund with dedicated revenues would ar%ue
for a substitute met odology for this calculation. A positive impact could not be exPected at the
initialization of the fund, but only after the unobligated portion of the fund began to grow.

| think the work session on state general obligation bonding was worthwhile. The Alaska
Legislature has played a major role In maintaining the State’s credit rating over the years. The
many positive aspects of the State’s fiscal management that have been reported to the rating
agencies are a direct result of legislative action.

Please let me know if there is any additional infonnation you would like to have. | will certainly
send you a copy of any rating agency review of the state credit on the daﬁ of publication. The
accompanying table shows the derivation of tlris particular-estimate of debt capacity.

Sincerely,

Brian C. Andrews
Deputy Commissioner

BCA/mem
Enclosure
92-043

cc. Glenn A. Olds, Chairman, State Bond Committee
Nancy Bear-Usera, State Bond Committee .
Darrel J. Rexwinkel, Secretary, State Bond Committee
Shelby Stastny, Director, Office of Management & Budget



DEBT CAPACITY
Fall 1991 Revenue Estimates

Existing Additional Cumulative
Fiscal  Unrestricted Revenue 5% of Revenue Debt Debt Capacity Debt Capacity
Year  Low Mid  High  Low  Mid  High  Service Low  Mid ~ High Low  Mid ~ High
193 18091 23743 28753 0 19 144 189 « - - _ : -
194 %834.1 24293 32263 R 1A 161 146 : 20 : : 90
19%5 1901 25378 %46 100 127 184 123 24 21 : 24 3l
196 20129 2628 39144 101 10 1% 106 15 168 .10 518
197 21464 27212 40944 107 1% 205 73 61 1 A7 6l 323 726
198 20572 20422 41021 183 1R 205 73 : 32 6l 323 78
1999 18647 24313 40299 B 12 201 65 : 5 6l 33 783
2000 16991 22234 38281 g W 191 49
000 15526 20479 36427 B 102 182 29
2002 14360 1924 36018 72 9% 180 16
2003 13384 17806 34939 67 89 175 14
004 12429 16734 38758 62 84 1% 13
2006 11439 15499 40354 57 U 202 10

Notes: 1 Assumes seven year bonds at 5.2% —amortization factor 0.192. , o _
2. The absence of revenue estimates beyond FY 2005 and the need to ascertain the availability of funds for debt service over a seven year
term prevents the estimation of debt capacity beyond FY 199,



Alaska Debt Presentation
Alaska Department of Revenue
February 12, 1992

Overview, Bond Terms.

The total state debt burden includes general obligation debt, other debt funded through $eneral
fund aﬁpropnatlons, and debt for which debt service is met from other sources. Debt funded
from the general fund is called state-supported debt. Debt funded from other sources carries
varying degrees of commitment by the state to make up for any shortfall.

The use of debt by the state steadily decreased durin% the 1980s. No general obligation debt
has been issued since October of 1983, All authorized general obligation debt has been issued.

Ongoing programs such as Alaska Housing Finance Corporation and the Alaska Student Loan

Corporation will continue but total state and state agency debt issuance and the amount

outstandm% will probably decline. Lease-financing issuance will likely continue but will for the
most part be the conversion of existing long-term operating leases to achieve savings. The one

gxgle_tlon is the possible issuance of lease debt to finance the construction of a new capitol
uilding.

. State general obligation debt.

Alaska’s general obllgatlon indebtedness Feaked at just over $1 billion in October, 1983, and will
be $156.9 million at the enu of this fiscal year. Over 89% of all general obligation debt issued
by the state will have been repaid at the end of this fiscal year even though the state is just over
30 years old. Outstandln]g general obligation debt will have diminished to less than $150 million
by this time next year. The final debt service payment will be made on October 1, 1999. -

The current level of GO debt puts the state in the neighborhood of $349 of GO debt per capita
aGng ﬁlgtof debt per $1000 of personal income. Both measures indicate very moderate levels of
eht.

General obligation debt service exceeded 5% of unrestricted revenues during the last half of the
1980s. It is not expected to do so again unless additional debt is issued since debt repayment
IS on such a steep schedule and the amounts are becoming quite small.

|l. Stale-supported debt.

The State Bond Committee classifies till debt for which debt service must be appropriated out
of the general fund as state-supported debt. That includes state lease debt, University of Alaska
debt (since the University depends upon state general fund appropriations for most of Its revenue)
and reimbursement of municipal general obligation debt issued for school construction.



a high of just over $1.6 billion in 1987. The Alaska Aerospace Development Corporation,
created in 1991 can issue bonds which carry the moral obligation but issuance greater than &
million in any year requires legislative authorization.

The newest issuer of moral obliﬂation debt is the Alaska Student Loan Corporation which has
issued moral obligation debt each year since 1988. Total issuance by the Corporation has been

$162,955,000.

On November 20, 1991, AHFC issued $325.6 million of revenue refunding bonds which did not
carr% the state moral obf|gat|on pledge. However, the bonds being refunded did carry that pledge
so the total amount of state moral obligation debt decreased to around L billion.

V. Other state and state agency debt.

The amount of outstanding state and state agency debt reached as much as $7.5 billion during
1986. Since that time the amount has decreased as AHFC debt has decreased. Tire first year-to
year decline in AHFC debt occurred in 1987.

Most state agency issuance has been mortqage—backed_bonds issued by AHFC and large
enterprise development projects such as the Delong Mountain revenue bonds for the deveIoBment
of the Red Dog mineral deposit in Northwest Alaska and the Bradley Lake Hydroelectric Power
Revenue bonds for a project on the Kenai Peninsula.

The State Bond Committee entered into an interest rate swap in the notional amount of
$16,060,000 on August 26, 1991, thereby committing to issue International Airports refunding
bonds in 1993 when International Airports Revenue Bonds Series F can be called. There are no
plans to issue new International Airports debt.

v1. Debt Policy and Prospective Issuance.

Representatives from hoth Moody’s Investors Service and Standard & Poor’s Corﬁoration visited
the State Bond Committee in October and November, respectively, last year. The following is
what they were told about debt policy:

Strong indicators of the debt viewpoint held by state government are the introduction of
legislation to require an automatic deposit of state revenues.into a debt retirement fund
and the enactment of legislation curtailing automatic reimbursement of municipal school
debt ser/ice mentioned earlier. The debt retirement legislation as introduced by the
administration would have required deposits of petroleum revenues directly into a debt
retirement fund. Governor Hickel intends to continue backing an automatic deposit into
the deht retirement fund.

There has been little consideration of general obligation debt authorization in recent )(ears.
Most issuance of state-supported debt will probably consist of state building lease-

3
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