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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services
7500 Security Boulevard, Mail Stop 53-14-28
Baltimore, Maryland 21244-1850 curs

CENTERS TOR MEDICART & MEDICAID SERVICES

Financial Management Group/ Division of Reimbursement Review

February 24,2020

Adam Crum, Commissioner
Department of Health and Social Services
3601 C Street, Suite 902
Anchorage, AK 99503 -7167

RE: TN 19-0005

Dear Mr. Crum:

V/e have reviewed the proposed amendment to Attachments 4.19-A and D of your Medicaid
State plan submitted under transmittal number (TN) 19-0005. The proposed amendment
reduces inpatient hospital, inpatient psychiatric and nursing facility rates, and freezes inflation
adjustments for inpatient hospital and nursing facility services for SFY 2020.

Based upon the information provided by the State, we have approved the amendment for
incorporation into the official Alaska State Plan with an effective date of July 1,2019. A copy of
the CMS-I79 and the approved plan pages are enclosed with this letter.

If you have any questions, please call DRR Analyst, Thomas Couch at (208) 861-9838 or by
email at Thomas. Couch@cms.hhs. gov.

Sincerely,

Kristin Fan
Director

Enclosures
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State Plan for Title XIX

State of Alaska

Attachment 4.19-A
Page 3

+ Management fees or home office costs that are not reasonably attributable to the management

of the fac¡lity. Home office costs may not exceed those reported ¡n the most recently Medicare

audited Home off¡ce cost Report.

Allowable patient-related costs ¡nclude wages, salaries, and employee benefits, purchased services;

supplies; ut¡l¡ties, depreciation, rentals, leases; taxes, excluding local, state, and federal income taxes;

and ¡nterest expense. tacilities may claim a max¡mum o175% of dues, meetings, conference fees, and

memberships in trade organizations and assoc¡at¡ons. A fac¡l¡ty must reduce operating costs by the cost

of all activities not directly related to health care. other spec¡f¡c non-allowed costs âre bad debts,

charity, contractual adjustments, and d¡scounts tâken by payers. Base year costs and rate calculations

may be adjusted for regulatory changes in allowable costs that become effective after the last

adjustment for ¡nflation.

lf a certificate of need is required on assets purchased after July 1, 1990, the amount of capital costs

included in the rate calculation will be limited to the amounts described within the certificate of need

application and other information the facility prov¡ded as a basis for approval of the certificate of need.

ln determining whether capital costs exceed those amounts approved under a certificate of need, the

department w¡ll cons¡der:

1. the terms of issuance descr¡bing the nature ând extent of the activ¡ties authorized by

the certificate; and

2. the facts and assert¡ons presented by the facility w¡thin the appl¡cation and cert¡ficate of
need review record, including purchase or contract prices, the rate of interest ident¡f¡ed

or assumed for any borrowed capital, lease costs, donations, developmental costs,

stâffing and admin¡stration costs, and other informat¡on the facility provided as a bas¡s

for approval of the certif¡cate of need.

ll. lnflationAdiustments

Allowable base year costs are adjusted for ¡nflation. lnflation adjustments may be reduced if a facility

fails to t¡mely file theír year-end reports w¡th the Department. The department will utilize the most

recent quarterly publ¡cation of Global lnsight's "Health Care Cost Rev¡ew" available 60 days before the

beginning of a facil¡ty's fiscal year. For the inflat¡on adjustment relating to allowable non-capital costs,

the department w¡ll ut¡l¡ze the Global lns¡ght Hospital Market Basket. Allowable capital and allowable

home office capital will be adjusted using the Global lnsight Health Care Costs, Building Cost lndex, CMS

New 1997-based PPS Hosp¡tal Capital lPl.

For state fiscal year 2020, inflat¡onary adjustments to the non-capital and capital payment rate for

facilities not being rebased with a new four-year rate cycle beg¡nning in state f¡scal year 2020, will not be

applied. Fac¡l¡ties licensed as Cr¡tical Access Hospitals will be exempt from this prov¡s¡on.

rN No. : lplQQ!!
Supersedes TN No.:.04!9

App¡oval Date 02/24120 Effect¡ve Date: lgly-Lzq!9
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allowable base year capitaf costs for all routine cost centers are divided by the sum of the

allowable paid Medicaid inpatient days for all routine cost centers resulting ¡n the facility's

base year Med¡caid specif¡c cap¡tal routine cost per-day.

3. The percentage of base year capital costs in each ancillary cost center ¡s applied to the

Medicaid ancillary costs for the cost center calculated by first dividing allowable ancillary

costs by total ¡npatient days and apply¡ng the resulting per-day costs to paid Medica¡d

inpatient days. The sum of the Medica¡d allowable capital costs for all ancillary cost

centers is divided by the sum of the allowable paid Medicaid inpatient days for all ancillary

cost centers resulting in the facility's base year Med¡caíd-spec¡fic cap¡tal ancillary cost per

day.

4. Thesumof the Medicâid allowable capital costsforall ancillarycost centers determined

in #3 (above) ¡s removed from the total base year Medicaid spec¡fic ancillary costs

determined by divid¡ng total base year ancillary costs by total inpatient days and applying

the resulting amount to the total paid Medicaid inpatient days. The resulting base year

allowable ancillary cost is then divided by paid Medica¡d inpatient days to arrive ât the

fac¡lity's base year Medicaid specific non-cap¡tal ancillary cost per-day.

Each base year component rate ¡s then âdjusted for inflation in accordance w¡th Sect¡on lll and

summed to arrive at the fac¡l¡ty's prospective payment rate.

The capital components of the prospective payment rate will be adjusted for Certificate of Need

assets placed into serv¡ce ¡f their total value is at least 55 million. Th¡s adjustment will reflect

appropr¡ate capital costs for the prospect¡ve year based on the certif¡cate of need documentat¡on,

assets retired in conjunct¡on with the cert¡ficate of need, and Medicare cost reporting requirements.

For purposes of determ¡ning prospective payment rates, nursery days constitute inpatient days and

swing-bed days do not constitute ¡npatient days. Costs and charges assoc¡ated w¡th sw¡ng-bed

services, determined by applying the sw¡ng-bed rate in the base year to the number of swing-bed

days, are removed pr¡or to calculat¡ng the prospect¡ve payment rate. For the rout¡ne cost centers,

the Medicaid ¡npatient days are the covered days from payment history reports generated by the

Division of Health Care Serv¡ces (commonly known as the MR-0-14). For the anc¡llary cost centers,

Medicaid ¡npatient days will be those days reported in either the fâc¡lity reported Med¡caid audited

days or covered days from the payment history reports.

rN No.:19:q995
Supersedes TN No.: 841q9

ApprovalDate02l24l20 EffectlveDate:-lgly-L4119
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Prospective payment rates for facil¡ties that âre calculated and paid on a per-day basis as discussed

in this sect¡on will be no greater than the per-day rates proposed in the cert¡ficate of need application

and other information provided as a basis for approval of the certificate of need for the first year

during which the following are available for use and for two years immediately follow¡ng the first
year:

L. opening of a new or modified health care facility;

2. alterat¡on of bed capacity; or
3. the implementâtion date of a change in offered categor¡es of health service or bed

capacity.

lf a fâcil¡ty ¡s granted a cert¡ficate of need for add¡tional beds, the additional capital payment add-

on to the per-day rate will include the base year's inpat¡ent days plus additional days associated

w¡th the add¡tional beds. The add¡t¡onaldays are calculated as the base year's occupancy

percentage multiplied by 80 percent and then mult¡plied by the additional beds approved in the

certif¡cate of need. The result¡ng figure is further multiplied by 365.

Except for crit¡cal access hospitals, costs are the lower of costs or charges in the aggregate to the

general public. For state fiscal year 20L8, the payment rate will be 95% of the payment rate in state

fiscal year 2017.

For state f¡scal year 2020, the payment rate w¡ll be 95% of the facil¡ty's rate that would have been

effect¡ve July 1, 20L9. Facilities l¡censed as Crit¡cal Access Hosp¡tals will be exempt from this provis¡on

and w¡ll be re¡mbursed at 100% of the rate calculated under the prov¡s¡ons of Subsection lva.

B. opt¡onal Prosþectíve Pavment Rate Methodolosv and Criter¡a for SmallFac¡l¡ties

A facility that had 4,000 or fewer total ¡npatient hospital days as an acute care, specialty or
psychiatric hospital, or as a combined hosp¡tal-nursing facility during the facil¡ty's fiscal year that

ended 12 months before the beginning of ¡ts prospective payment rate year during calendar year

2001 may elect to be reimbursed for inpatient hospital services under prov¡sions of this Subsection.

lf a fac¡lity that meets this criterion does not elect to pârtic¡pate dur¡ng its f¡rst fiscal year after

December 31, 2000, the facility may not elect to participate under the provisions of this Subsect¡on

until after a re-basing occurs under the provisions of Subsection lVa.

lf a facility that elected to be reimbursed under the prior Optional Payment Rate Methodology for

Small Hospitals for ¡ts payment years beginning ¡n calendar year 1998 unt¡l the last day of ¡ts fiscal

year ending during the period of July 1, 2001 through June 30, 2OO2, does not elect to participate

after its agreement expires or does not term¡nate the agreement for its first fiscal year beginn¡ng

after December 31,2000, the fac¡lity may not elect to participate under the provisions of th¡s

Subsect¡on until after a re-basing occurs under the prov¡sions of Subsection lva. lts prospective

payment rate will be determined pursuant to Subsection lva until a rebas¡ng has been executed.

A facil¡ty electing to be reimbursed under this subsect¡on must have an agreement wíth the

department that w¡ll not expire, lapse, or be revoked before four facil¡ty f¡scal years have lapsed.

The âgreement may be renewed after it exp¡res if the facility still qualifies for reimbursement under

this subsect¡on. A re-basing of the prospective payment rate for the renewed agreement will occur

in accordance with Subsect¡on lV.

TN No.:1910005
Supersedes TN No.: 17-0008

ApprovalDate02/24/20 EffectiveDate:jly-L]qlg
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For a fac¡lity that was not reimbursed under the Optional Payment Rate Methodology for Small

Hospitals pr¡or to its first fiscal year beginning after December 31, 2000, that elects to be

reimbursed under th¡s Subsection rather than Subsection lva, its prospective payment râte will be

based on its 1999 established rate or the rate calculated under Subsect¡on lva at the election of the
fac¡lity. lf the fac¡lity elects its 1999 payment rate, its in¡tial year prospect¡ve payment rate dur¡ng

calendar year 2001 w¡ll be determined as follows:

The prospective payment rate will be expressed as a per-day râte, composed of separate capital and

non-capital components.

1.. The capital component ¡s calculated by dividing the facil¡ty's Medicaid cap¡tal per

adjusted admiss¡on reflected ¡n its 1999 payment rate by the average Medicaid length of
stay and adjusted for inflation by 1.1 percent per year for each fiscal year after the first
year of election and ends at the expirat¡on of its agreement.

2. The non-capital component ¡s calculâted by d¡vid ¡ng the facil¡ty's allowable Medicaid

costs per adjusted adm¡ss¡on by the facility's average Med¡caid length of stay, and

subtracting the capital component from the quotient. The resulting amount is adjusted
for ¡nflation at three percent per year for each fiscal year after the first year of elect¡on
and ends at the expiration of the agreement.

For state fiscal yea I 2016,2017, and 201.8, the non-cap¡tal and capital components of the payment

rate will not be adjusted for inflation by 3 percent or l.L percent.

For state f¡scal yea 12020,Lhe non-capital and cap¡tal components of the payment rate will not be

adjusted for ¡nflat¡on by 3 percent or L.L percent. tacil¡ties licensed as CriticalAccess Hospitals will
be exempt from this provis¡on and will be reimbursed at 100% of the rate ca lculated under the
provisions of Subsection lva.

For state fiscal year 2020, the payment rate w¡ll be 95% of the facility's rate that would have been

effective July 1, 2019. Fac¡l¡t¡es licensed as Critical Access Hospitals will be exempt from th¡s
provision and will be reimbursed at 100% ofthe rate calculated under the provisions of Subsection

lVa.

For a facility that was not reimbursed under the Optional Payment Rate Methodology for Small

Hospitals pr¡or to ¡ts first fiscal year beginning after December 3L, 2000, that elects to be

reimbursed underthis Subsection underthe prov¡sions of Subsect¡on lVa, its prospect¡ve, payment

rate for the f¡rst year beg¡nning in calendar yea r 2001 a nd each year thereafter until the facility's
agreement expires will be determined pursuant to Subsection lva except that the non-capital and

capital components ofthe payment rate w¡ll be adiusted annually for inflation, except when the
state ¡mplements cost containment, after the first year by 3 percent and 1.1- percent respect¡vely.

For state fiscal yea t 2OL6,2OL7, aîd 2018, the non-capital and capital components of the payment

rate will not be adjusted for inflation by 3 percent or L.L percent.

For state fiscal yeâr 2020, the non-cap¡taland capital components ofthe payment rate will not be

adjusted for inflation by 3 percent or 1.1 percent. Fac¡l¡t¡es l¡censed as Crit¡cal Access Hospitals will
be exempt from th¡s provis¡on and will be reimbursed at 100% of the rate calculated under the
provisions of Subsect¡on lVa.

For state f¡scal year 2020, the payment rate will be 95% ofthe facility's rate that would have been

effect¡ve July 1, 2019. Facil¡t¡es l¡censed as Cr¡t¡calAccess Hospitals w¡ll be exempt from th¡s
provision a nd will be reimbursed at 100% of the rate ca lculated under the provis¡ons of Subsection
lVâ.

TN No. 19-0005
Supersedes TN No. :jU!Q008

App¡ovalOate02l24l20 Effect¡veDate:j!y-Læ!!
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lnpatient Psvchiâtric Serv¡ces for lndividuals Under 21

Payment to an accred¡ted res¡dential psychiatric facility for the treatment of individuals under 2L years of
age ¡s at daily rates establ¡shed by the department. The department will pay for therapeut¡cally

appropriate, med¡cally necessary diagnostic and treâtment services, including the follow¡ng services:

individual psychotherapy; group psychotherapy; family psychotherapy; group skill-developmenU

individual skill-development; family skill-development; phârmacolog¡c management and medication

admin¡strâtion; cr¡sis intervention; and intake assessment. ln SFY20, the payment rates will be 95% of
the SFY19 rates.

The daily re¡mbursement rates are publ¡shed and available at:

httþ://ma n ua ls. med ica ida laska.com/in Þat¡e nt psvch rÞtc/¡npâtient psvch rptc.htm.

The rates were lâst updated to be effective for services on or after 7/1/19.

TN No. 1.9-0005

Supersedes TN No. 17-0001

Approval Date: 02124120 Effect¡ve Date:lg!y-L2919
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Allowable patient related costs include wages, salaries, and employee benefits, purchased services;

supplies; utilit¡es, depreciat¡on, rentals, leases; taxes, excluding local, state, and federal ¡ncome taxes;

and ¡nterest expense. Fac¡lities may claim â maximum of 75% of dues, meet¡ngs, conference fees, and

memberships in trade organizations and associations. A facility must reduce operating costs by the cost

of all activities not directly related to health care. Other spec¡fic non-allowed costs are bad debts,

char¡ty, contrâctualadjustments, and d¡scounts taken by payers. Base year costs and rate calculat¡ons

may be adjusted for regulatory changes in allowable costs that become effective after the last

adjustment for inflation.

lf a cert¡ficate of need is required on assets purchased after the base year, the amount of cap¡tal costs

included in the rate calculation w¡ll be limited to the âmounts described within the certificate of need

appl¡cat¡on and other information the facility provided as a basis for approval ofthe certificate of need.

ln determining whether capital costs exceed those amounts approved under a cert¡ficâte of need, the

department will consider:

1. the terms of ¡ssuance describing the nature and extent of the act¡vities authorized by

the certificate; and

2. the facts and assertions presented by the fac¡lity within the application and certificate

of need review record, including purchase or contract pr¡ces, the rate of interest

identified or assumed for any borrowed cap¡tal, lease costs, donations, developmental

costs, staffing and administration costs, and other ¡nformation the fac¡l¡ty provided as a

basis for approval of the certif¡cate of need.

lll lnflation Adiustments:

Allowable base year costs are adjusted for inflation. lnflation adjustments may be reduced if a facility
fails to t¡mely f¡le their year-end reports with the Department. The department will utilize the most

recent quarterly publication of Global lnsight's "Health Care Cost Review" available 60 days before the

beginning of a fac¡l¡ty's f¡scal year. For the inf{ation adjustment relating to allowable non-capital costs,

the department w¡ll ut¡lize the CMS Nurs¡ng Home without Capital Market Basket. Allowable capital and

allowable home office cap¡tal will be adjusted using the Skilled Nurs¡ng Fac¡lity Total Market Basket

Capitâl Cost Component.

For state f¡scal year 2020, inflationary adjustments to the non-câpitâl ând capital payment rates for
fac¡lities not being rebased with a new four-year rate cycle beginning in state fiscalyear 2020 will not be

applied. Facil¡ties l¡censed as aTribal Skilled Nursing Facil¡tywill be exempt from this provis¡on.

IV Determination of Prospective Pavment Rates:

The prospective payment rate for long-term care services rendered to Medicaid recipients is a per-day

rate reflect¡ng costs related to pat¡ent care and attributable to the Medicaid program.

rN No.:191q005
Supersedes TN No.: q1!:lq9

Approval Date 02124120 Effective Date: Jgly-L]qlg
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days are calculated as the base year's occupancy percentage multipl¡ed by 80 percent and then

multiplied by the add¡tional beds approved ¡n the cert¡ficate of need. The resulting figure is further

mult¡pl¡ed by 365.

Costs are cons¡dered the lower of costs or charges in the âggregate to the general public.

For state fiscal yea r 2020,ihe payment rate will be 97% of the facility's rate that would have been

effective July 1, 2019. Fac¡lities licensed as a Tribal Skilled Nursing Facil¡ty will be exempt from this
provision.

A. Optional Prospective Pavment Rate Methodoloqv

A facil¡ty that had 4,000 or fewer total inpatient hospital days as a combined hosp¡tal-nurs¡ng

facility or 15,000 or fewer Medicaid nursing days as a non- combined nurs¡ng facility during the
facility's fiscal year that ended 12 months before the beg¡nn¡ng of ¡ts prospective payment rate

year may elect to be reimbursed for inpatient acute ca re services under provisions of this

Subsection at the t¡me of rebas¡ng. All fac¡l¡t¡es qualifying for the Optional Payment Rate

Methodology for Small Hosp¡tals may elecl to participate ¡n the program described in th¡s

Subsect¡on.

lf a facility meets these criter¡a and does not elect to part¡cipâte during its first fiscal year after
rebasing, the facility may not reverse its decis¡on and elect to part¡cipate under this Subsect¡on

until after a subsequent rebasing occurs under the provisions of Subsection lVa. Fac¡l¡ties currently

partic¡pat¡ng in the program may not elect the opt¡on under th¡s Subsection until after their current

agreement exp¡res. lf a facility st¡ll qualifies to part¡cipate after their agreement expires, they may

elect to do so under this Subsection.

A facility electing reimbursement by this optional methodology must have an agreement with the

department that will not expire, lapse, or be revoked before four facility fiscal years have elapsed.

The department willalso cons¡der if the agreement confficts w¡th the public concern that needy

persons in the state receive uniform and h¡gh quality med¡cal care; distr¡bution of adequate

medical services; and ¡f appropriate appropriations are available to fund rates establ¡shed ùnder

th¡s Subsect¡on. The agreement may be renewed after ¡t expires if the fac¡lity st¡ll qualif¡es for
reimbursement under this Subsect¡on. A rebasing of the prospective payment rate for the renewed

agreement w¡ll occur in accordance with Subsection lva.

The prospective payment rate w¡ll be determ¡ned as follows:

L. The prospective payment rate is expressed as a per-day rate, composed ofseparate
cap¡tal and non-capital components.

rN No.:191q005
Supersedes TN No.: 17-0008

Approval Ðate 02/24/20 Effect¡ve Date: Julv 1..2019
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2. For the first year of the agreement, the cap¡tal component ¡s calculated as descr¡bed in
subsection lva. The result¡ng amount ls adjusted for inflation at 1.1 percent per year for
each fiscal year after the f¡rst year of elect¡on until the agreement expires.

3. For the first year of the agreement, the non-capital component is calculated as

described in Subsect¡on lVâ. The resulting amount is adjusted for ¡nflat¡on at three
percent per year for each fiscal year after the first year of election until the agreement
expires.

For state fiscal yea rs 2076,2017,2018, and 2020 the non-capital and capital components of the
payment rate will not be adjusted for ¡nflation by 3 percent or 1.1 percent.

For state f¡scal year 2020, the payment rate w¡ll be 97%of the facility's rate thât would have been

effective July 1, 2019. Facilities licensed as a Tribal Sk¡lled Nursing Facility will be exempt from this

prov¡s¡on.

lncreases in the capital component of the prospective payment rate for new assets placed in serv¡ce

dur¡ng the period covered by the agreement will be allowed, based on the provisions in Subsection

lVa, if the follow¡ng condit¡ons are met:

1. The assets placed ¡nto serv¡ce have a value ofat least 55,000,000;
2. The facility obtains one or more Cert¡f¡cates of Need for the assets placed into service;

and
3. The facility provides a deta¡led budget that reflects the allowance for the new assets

before the prospective payment rate ¡s ¡ncreâsed.

ln most câses, a facility must use the "exceptional relief" process for appealing department decisions

pursuant to Subsection Xll. The adm¡n¡strative appeals process outl¡ned ¡n Subsect¡on Vlll will be

used only when an appeal relates to one of the following subjects:

1. The facility's eligibility to elect rate setting under this Subsection;
2. The violat¡on of a term of the rate agreement between the fac¡l¡ty and the department;
3. The denial of an increase in the cap¡tal component of the prospective payment rate for

new assets related to an approved Certif¡cate of Need.

A small fac¡lity acute care hosp¡tal may elect a new four-year rate agreement as described in this

Subsect¡on of the fac¡l¡ty becomes a combined acute care hospital-nursing facility. The facil¡ty may

choose this option with¡n 30 days âfter the combination of the two facilit¡es. The nursing facil¡ty

payment rate is calculated as follows:

TN No.:19!9985
Supersedes TN No.: 17-0008

Approval Date 02D4/20 Effective Date: Jgly-L]glg




