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JOINT LEGISLATIVE BUDGET COMMITTEE 
  Wednesday, September 28, 2011 

  1:00 P.M. 
  Senate Appropriations, Room 109 

 
 
 

MEETING NOTICE 
 

- Call to Order 
  
- Approval of Minutes of July 28, 2011. 
  
- DIRECTOR'S REPORT (if necessary). 
  
- EXECUTIVE SESSION 
 A. Arizona Department of Administration, Risk Management Services - Consideration of Proposed 

 Settlements under Rule 14. 
 B. AHCCCS - Review of RFP to Reduce Erroneous and Fraudulent Payments as Required under 

 A.R.S. § 38-431.03A2. 
  
1. AHCCCS/DEPARTMENT OF HEALTH SERVICES/DEPARTMENT OF ECONOMIC 

SECURITY - Review of Proposed Capitation Rate Changes. 
  
2. ARIZONA BOARD OF REGENTS - Review of FY 2012 Tuition Revenues. 
  
3. ATTORNEY GENERAL - Review of Allocation of Settlement Monies. 
  
4. DEPARTMENT OF HEALTH SERVICES - Consider Approval of Nursing Care Facilities Survey. 
  
 
The Chairman reserves the right to set the order of the agenda. 
9/20/11 
sk 
 
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.  
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office 
at (602) 926-5491. 
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MINUTES OF THE MEETING 

 
JOINT LEGISLATIVE BUDGET COMMITTEE 

 
July 28, 2011 

The Chairman called the meeting to order at 10:00 a.m., Thursday, July 28, 2011 in House Hearing 
Room 4.  The following were present: 
 
Members: Representative Kavanagh, Chairman Senator Biggs, Vice-Chairman 
 Representative Alston Senator Aboud 
 Representative Court Senator Klein 
 Representative Fillmore  Senator Murphy 
 Representative Tovar Senator Yarbrough 
   
Absent:  Representative Harper Senator Cajero Bedford 
 Representative Heinz Senator Crandall 
 Representative Jones  
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of June 9, 2011, Chairman 
John Kavanagh stated that the minutes would stand approved. 
 
EXECUTIVE SESSION  
 
Senator Biggs moved that the Committee go into Executive Session.  The motion carried. 
 
At 10:01 a.m. the Joint Legislative Budget Committee went into Executive Session. 
 
Senator Biggs moved that the Committee reconvene into open session.  The motion carried. 
 
At 11:42 a.m. the Committee reconvened into open session. 
 
A. State Department of Corrections - Review of the Request for Information Responses on 

Privatization of Prison Health Care (A.R.S. § 38-431.03A2). 
 
Senator Biggs moved that the Committee give a favorable review with the expectation that 1) the 
department will give the Committee further information regarding performance bonds, capital 
improvements, insurance, transportation time and monitoring costs, and 2) in drafting the Request for 
Proposals, the department will take into consideration the concerns of the Committee as mentioned in the 
meeting.  The motion carried. 
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Senator Biggs moved that the Committee go back into Executive Session.  The motion carried. 
 
At 11:44 a.m. the Joint Legislative Budget Committee went back into Executive Session. 
 
Senator Biggs moved that the Committee reconvene into open session.  The motion carried. 
 
At 11:52 a.m. the Committee reconvened into open session. 
 
B.  Litigation Update - Pima County Community College District vs. JLBC (A.R.S. § 38- 
  431.03A3). 
 
This item was for information only.  No Committee action was required. 
 
Without objection, the meeting adjourned at 11:53 a.m. 
 
Respectfully submitted: 
 
 
 
 
 _________________________________________ 
  Sandy Kelley, Secretary 
 
 
 _________________________________________ 
  Richard Stavneak, Director 
 
 
 _________________________________________ 
  Representative John Kavanagh, Chairman 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
NOTE: A full audio recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams.  
A full video recording of this meeting is available at http://www.azleg.gov/jlbc/meeting.htm. 
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DATE:  September 21, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Amy Upston, Principal Fiscal Analyst 
 
SUBJECT: AHCCCS/DHS/DES - Review of Proposed Capitation Rate Changes 
 
Request  
 
Pursuant to footnotes in the FY 2012 General Appropriation Act, the Arizona Health Care Cost 
Containment System (AHCCCS), the Department of Health Services (DHS), and the Department of 
Economic Security (DES) are required to report capitation and fee-for-service inflationary rate changes 
with a budgetary impact to the Committee for review prior to implementation.  AHCCCS submitted this 
item for all 3 agencies.   
 
Recommendation 
 
The Committee has at least the following options: 
 
1. A favorable review. 
 
2. An unfavorable review. 
 
With these capitation rate changes and other policies being implemented, AHCCCS states that the 
Medicaid system will be able to operate within its available FY 2012 appropriation.  While AHCCCS 
states that Medicaid monies may need to be reallocated between agencies, they are unable to provide the 
net impact on each individual agency.  Since AHCCCS cannot provide the agency-specific impacts, it is 
unclear as to how they have reached the conclusion that their proposed rates are budget neutral.         
 
Analysis 
 
The FY 2012 budget reduces the Medicaid budgets by $(520) million across the 3 agencies and authorizes 
AHCCCS to implement a budget within its available appropriation.  The FY 2012 Health Budget 
Reconciliation Bill (Laws 2011, Chapter 31) gives AHCCCS authority to make changes to Medicaid 
services, eligibility, and reimbursement rates.     
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Capitation rates are developed by actuaries based on information provided to them by the agency.  Rates 
are set at the beginning of the contract year (October 1) and must be approved by the federal Centers for 
Medicare and Medicaid Services (CMS).  Rates for Medicaid programs are composed of adjustments for 
utilization, experience, provider reimbursement, and policy changes.   
 
Utilization 
Capitation rates are adjusted annually for utilization, or the percentage of eligible individuals who use 
services and the amount of services each member uses.  Utilization changes to capitation rates will be 
minimal this contract year with the exception of Behavioral Health Services and Children’s Rehabilitative 
Services (see below).     
 
Experience 
In developing capitation rates, the actuaries compare prior rate calculations and assumptions to actual 
results.  This is referred to as experience adjustments.   
 
Provider Reimbursement 
Beginning on October 1, 2011, capitation rates will be reduced so that all providers should receive a (5)% 
rate reduction with the exception of Indian Health Services and tribal 638 facilities (tribally-owned and 
operated facilities authorized by the federal government), which are funded 100% by the federal 
government, and hospice services whose rates are set by the federal government.  Some changes have also 
been made to hospitals for outlier payments.  Hospitals are paid at a flat per diem rate, regardless of the 
billed charges for each case.  AHCCCS also makes “outlier payments” for cases where the charged 
amount is above a certain threshold.         
 
Policy Changes 
The capitation rates include 2 benefit limitations: 
 
• Members aged 21 years and older will be limited to 25 inpatient days within a 1-year time period 

(exclusions apply for governmentally operated burn units, days that are part of a transplant stay, and 
behavioral health-related stays).   

• Respite care will be reduced from 720 hours to 600 hours annually; this will impact the ALTCS 
Elderly and Physically Disabled, Developmentally Disabled, and Behavioral Health programs which 
are described in more detail below.     

 
Adjustments by Program 
AHCCCS Acute Care 
This population represents members who participate in the Traditional Medicaid, Proposition 204, and 
KidsCare programs.  Overall, the proposed capitation rates for these programs will decline by (7.7)%.  
The main factors influencing these changes are provider rate reductions ($45.7 million General Fund (GF) 
savings), experience adjustments, and the 25-day hospital inpatient limit ($22.7 million GF savings).    
 
AHCCCS Long-Term Care (ALTCS) for the Elderly and Physically Disabled 
ALTCS services are provided to the elderly and physically disabled in need of long-term care either in 
nursing care facilities or in home and community-based settings.  The state, counties, and federal 
government share in the cost of ALTCS services.  Unlike the other programs, the AHCCCS ALTCS 
contracts expire at the end of September 2011 and a Request for Proposal (RFP) was issued earlier in the 
year.  Rates were updated based on bids made through the RFP process.  The proposed capitation rates are 
(9.2)% below the current rates.        
 
Children’s Rehabilitative Services (CRS) 
The CRS program is administered by AHCCCS and provides services for children with chronic and 
disabling or potentially disabling conditions.  Rates will go up by 1.6%, primarily the result of increases 
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in utilization and rebases in hospital fees ($0.8 million GF cost), partially offset by provider rate 
reductions ($1.5 million GF savings).    
 
Comprehensive Medical and Dental Program (CMDP)  
CMDP provides medical and dental services for children in the foster care system.  The proposed 
capitation rates are reduced by (3.9)% for the remainder of the 2011 calendar year, due mainly to the 
provider rate reductions ($91,000 GF savings).  Unlike the other programs, CMDP’s contract year is from 
January 1 through December 31.   
 
Long-Term Care for the Developmentally Disabled (DD) 
DES administers the DD program, providing services for individuals with cognitive disabilities, cerebral 
palsy, autism, or epilepsy.  The largest change to the DD rates result from changes to provider rates 
($10.3 million GF savings).  Experience adjustments, reduction in respite care hours ($1.2 million GF 
savings), and the award of new acute care contracts result in minimal changes to the capitation rates.   The 
proposed capitation rates are (5.1)% below current rates.   
 
Behavioral Health Services (BHS)     
DHS oversees most behavioral health and substance abuse services.  The proposed rate is an increase of  
3.3% driven largely by expected utilization increases of 6.4%.  The largest capitation increase results 
from the Seriously Mentally Ill (SMI) population.  Individuals with an SMI diagnosis who were 
previously classified as a childless adult have been moved to a different program so they would not be 
affected by the freeze in the childless adult program.  The budget envisioned this shift, which is now 
estimated to cost $19 million GF.  The provider rate reductions ($10.7 million GF savings) offset some of 
this increase.     
 
Monthly Capitation Rates 
The table below compares the proposed October 1, 2011 rates to the current rates.   

 
Table 1 

Monthly Regular Capitation Rates 
    

Populations 
Current 

Rates 
Proposed  

10/1/11 Rates 
 

% Change 
AHCCCS Acute $  256.53 $  236.83 (7.7)% 
AHCCCS Elderly & Physically Disabled 3,186.46 2,893.35 (9.2) 
Children’s Rehabilitative Services 417.35 424.10 1.6 
Comprehensive Medical and Dental  
    Program 232.08 222.98 (3.9) 
DES Developmentally Disabled 3,387.67 3,217.79 (5.1) 
DHS Behavioral Health Services 82.41 85.10 3.3 

 
RS/AU:sk 
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DATE:  September 21, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leatta McLaughlin, Assistant Director 
 
SUBJECT: Arizona Board of Regents - Review of FY 2012 Tuition Revenues 
 
Request 
 
The Arizona Board of Regents (ABOR) requests Committee review of its expenditure plan for tuition 
revenue amounts greater than the amounts appropriated by the Legislature, and all non-appropriated 
tuition and fee revenue expenditures for the current fiscal year.  This review is required by the FY 2012 
General Appropriation Act.   
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review. 
 
2. An unfavorable review.   
 
Total FY 2012 tuition and fee collections are projected to be $1.49 billion, or $229.0 million higher than 
FY 2011.  These collections are divided into appropriated and non-appropriated funds.     
 
Appropriated FY 2012 tuition collections are estimated to be $910.1 million.  This amount is $110.8 
million above the original FY 2012 budget and $138.3 million above FY 2011.  ASU plans on using 
about half of the additional $110.8 million on backfilling prior year General Fund budget reductions and 
backfilling expired federal stimulus monies.  A majority of the remaining additional monies will be spent 
on fringe benefits costs for ASU and enrollment growth funding for all of the universities.  To a lesser 
extent, these monies will also cover miscellaneous academic and support planning priorities.   
 
 
 
 
 

(Continued) 
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Non-appropriated locally retained tuition and fees for FY 2012 are estimated at $577.1 million, $90.6 
million higher than FY 2011.  Of the $577.1 million amount, about $408.1 million will be spent on 
financial aid, $86.0 million on debt service, $64.0 million on operating budgets, and $19.0 million on 
plant funds.  Statute allows the universities to retain a portion of tuition collections for expenditures, as 
approved by ABOR.  These “locally” retained tuition monies are considered non-appropriated.  Any 
remaining tuition collections are then submitted as part of each university’s operating budget request and 
are available for appropriation by the Legislature.  
 
Analysis 

Appropriated Tuition 
Attachment 1 shows ABOR changes to resident and non-resident undergraduate tuition from FY 2011 to 
FY 2012.  Prior to April 2011, ABOR policy was to set undergraduate resident tuition at the top of the 
bottom one-third of all senior public universities.  Their current policy is to set tuition and fees based on 
certain factors, such as the cost of university attendance, tuition costs at peer universities, debt service 
payments, and Arizona’s median family income levels.  
 
Table 1 displays FY 2011 and FY 2012 General Fund and tuition/fee monies for the Arizona University 
System.  The FY 2012 budget includes $799.3 million in appropriated tuition monies, which reflects 
tuition growth from new students but not tuition rate increases.  The higher tuition rates generated $110.8 
million more in appropriated monies than budgeted, for a total of $910.1 million.  The universities have 
set aside $577.1 million of the $1.49 billion for non-appropriated purposes. 
 
In total, General Fund and tuition/fee resources will increase by $21.3 million from $2,131.4 million in 
FY 2011 to $2,152.7 million in FY 2012 after the tuition/fee increase.   
 

Table 1 
Arizona University System 

FY 2011 and FY 2012 General Fund and Tuition/Fee Revenues  
(in Millions) 

    

 
FY 2011 

FY 2012 Before 
Tuition Increase 

FY 2012 After 
Tuition Increase 

Appropriations    
General Fund $   873.1 $   665.5 1/ $   665.5 1/ 
Tuition/Fees     771.8     799.3      910.1 
    Subtotal $1,644.9 $1,464.8 $1,575.6 
    
Non-Appropriated    
Tuition/Fees $   486.5 $   509.6 $   577.1 
    
    TOTAL $2,131.4 $1,974.4 $2,152.7 
    
____________ 
1/   The FY 2012 General Fund appropriation includes a $(198.0) million 
  lump sum reduction and statewide adjustments.   
 

 
Tables 2 and 3 present FY 2012 appropriated and non-appropriated estimates of ABOR’s tuition and fee 
revenues, and resulting additional revenues by campus.  Table 2 shows that of the $110.8 million in 
additional appropriated tuition, Arizona State University (ASU) – Tempe/Downtown Phoenix received 
$82.7 million, ASU – East $2.9 million, ASU – West $6.0 million, Northern Arizona University (NAU) 
$11.1 million, the University of Arizona (UA) – Main $(7.7) million, and UA – Health Sciences Center – 
 

(Continued) 
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Table 2 
Arizona University System 

FY 2012 Appropriated Tuition/Fee Revenues by Campus 
    

Campus 
FY 2012 

Appropriation 
 

Additional Tuition 
FY 2012 After 

Tuition Increase 
ASU-Tempe/DPC $371,241,700 $  82,652,600 $453,894,300 
ASU-East 34,635,000 2,937,700 37,572,700 
ASU-West 26,261,700 6,017,000 32,278,700 
NAU 86,613,200 11,125,700 97,738,900 
UofA-Main 255,188,900 (7,685,900) 247,503,000 
UofA-Health Sciences Center    25,381,800    15,772,200    41,154,000 
   Total $799,322,300 $110,819,300 $910,141,600 

 
Table 3 

Arizona University System 
FY 2011 & FY 2012 Non-Appropriated Tuition/Fee Revenues by Campus 

    

Campus 
FY 2011 Non-
Appropriated 

 
Additional Tuition 

FY 2012 After 
Tuition Increase 

ASU-Tempe/DPC $198,910,300 $56,719,700 $255,630,000 
ASU-East 11,164,700 2,200,800 13,365,500 
ASU-West 21,695,000 2,541,500 24,236,500 
NAU 68,418,200 5,340,700 73,758,900 
UofA-Main 183,685,600 23,546,100 207,231,700 
UofA-Health Sciences Center     2,594,500        309,900     2,904,400 
   Total $486,468,300 $90,658,700 $577,127,000 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
(Continued) 

Table 4   
Arizona University System 

Use of Additional Appropriated Tuition/Fee Revenues by Campus 
   

  $ in Millions 
ASU Fringe Benefits Costs $16.5 
 Backfill for Prior Year General Fund Cuts 26.9 
 Backfill for ARRA Expiration 29.3 
 College/School Support from Special Program Fees 7.8 
 Enrollment Growth Support to Colleges 5.0 
 Faculty & Other Academic Investments 0.7 
 Online/Extended Campus Support 5.3 
 UTO Support from Mandatory Student Technology Fee   0.1 
  Subtotal  $91.6 
   

NAU Undergraduate Enrollment Growth & Course Support $  7.2 
 Health Care Program Continuation/Expansion 2.0 
 College/School Support from Special Program Fees 0.5 
 Student Advising 0.5 
 Library Technology Replacement & Online Materials 0.6 
 Student Recruitment & Retention   0.3 
  Subtotal  $11.1 
   
UA Enrollment Growth & General Education Support $4.9 
 College of Medicine Tucson Marginal Tuition 0.3 
 College of Medicine Phoenix Marginal Tuition 0.9 
 Support to Colleges from Differential Tuition Revenue 2.0 

  Subtotal 
 

$8.1 

    TOTAL $110.8 
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$15.8 million.  The decrease in appropriation tuition revenues for UA – Main is due to the movement of 
the Outreach College activity from state funds to locally retained tuition collections.  Table 3 shows that 
of the $90.7 million in additional non-appropriated tuition and fees, ASU received $61.5 million, NAU 
$5.3 million, and UA $23.9 million 
 
Table 4 provides some information on the uses of additional appropriated tuition revenues by university.  
Attached, ABOR has provided further detail. 
 
 
RS/LMc:mt 
Attachment 
 
 

 



 - 5 -  

 

Attachment 1 
 
 

 
 

 
Arizona University System 

FY 2011 to FY 2012 Undergraduate Tuition and Fees Changes 1/ 
    
 Resident 2/  Non-Resident  2/ 

  
FY 2011 FY 2012 $ Change % Change  FY 2011 FY 2012 $ Change % Change 

ASU-Tempe/DPC  $6,942 to 
 $8,128 

 $8,355 to 
 $9,716 

$1,413 to 
$1,588 

20.4% to 
19.5% $20,592 $22,315 $1,723 8.4% 

         

ASU-East/West  $6,708 to 
 $8,128 

 $8,077 to 
 $9,716 

$1,369 to 
$1,588 

20.4% to 
19.5% $20,592 $22,315 $1,723 8.4% 

         

NAU  $5,848 to 
 $7,667 

 $5,960 to 
 $8,824 

$112 to 
$1,157 

  1.9% to 
15.1% 

$16,946 to 
$20,067 

$17,058 to 
$20,179 $112 0.6% 

         

NAU-Distance Ed.  $4,500 to     
 $6,131 

 $4,803 to    
 $6,317 

$303 to 
$186 

  6.7% to 
  3.0% 

$13,887 to 
$17,264 

$14,283 to 
$17,650 

$396 to 
$386 

2.9% to 
2.2% 

         

UofA-Main/HSC  $8,237  $10,035 $1,798 21.8% $24,596 $25,494 $898 3.7% 
         

UofA-South  $6,652  $7,941 $1,289 19.4% $24,382 $25,071 $689 2.8% 
____________          
1/ The amounts represent combined full-time tuition for fall and spring semesters, as well as mandatory fees.  Undergraduates must take at least 12 credit 

hours to qualify for full-time status.  Mandatory fees include Arizona Financial Aid Trust and student recreation charges, but do not include special class 
or program fees. 

2/ NAU provides a guaranteed tuition rate for each resident cohort.  ASU and UA have no tuition guarantee. 
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DATE:  September 21, 2011 
 
TO:  Representative John Kavanagh 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Senior Fiscal Analyst 
 
SUBJECT: Attorney General - Review of Allocation of Settlement Monies  
 
Request 
 
The General Appropriation Act (Laws 2011, Chapter 24) contains a footnote that requires Joint Legislative 
Budget Committee (JLBC) review of the expenditure plan for settlement monies over $100,000 received by 
the Office of the Attorney General (AG), or any other person on behalf of the State of Arizona, prior to 
expenditure of the monies.  Settlements that are deposited in the General Fund pursuant to statute do not 
require JLBC review.   
 
This request is for review of a $1,363,900 allocation to the AG from a consent judgment with 
GlaxoSmithKline (Glaxo), a pharmaceutical company. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the allocation plan from the Glaxo 
consent judgment.  The allocation plan is consistent with A.R.S. § 44-1531.01, which relates to the distribution 
of monies recovered as a result of enforcing consumer protection or consumer fraud statutes. 
 
Analysis 
 
In June 2011, the AG and 36 other states and the District of Columbia entered into a consent judgment with 
Glaxo as a result of their consumer fraud investigation of Glaxo’s subsidiary, SB Pharmco.  The investigation 
determined that SB Pharmco, which has since ceased to exist as a corporation, had substandard drug 
manufacturing practices at its Cidra facility, which has been closed since 2009.  
 
The settlement requires Glaxo to pay $1,363,900 to the AG.  This amount will be deposited into the Consumer 
Fraud Revolving Fund for attorneys fees, investigation costs, and to support consumer fraud investigations, 
consumer education, and enforcement of the Consumer Fraud Act.  
 
The settlement also requires that Glaxo not make misleading claims about any drugs that were manufactured at 
the Cidra plant.  
 
RS/MZ:mt 
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DATE:  September 21, 2011 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Legislative Budget Committee 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Art Smith, Senior Fiscal Analyst 
 
SUBJECT: Department of Health Services – Consider Approval of Nursing Care Facilities Survey 
 
 
Request 
 
Pursuant to a FY 2012 General Appropriation Act footnote, the Department of Health Services (DHS) is 
submitting its proposal for a $400,000 expenditure from the Nursing Care Institution Resident Protection 
Revolving Fund to the Committee for its approval.  Pending Committee approval, DHS will award a 
contract for a client satisfaction survey contractor to conduct quality improvement studies of nursing care 
facilities statewide. 
 
Recommendation 
 
The Committee has at least the following options: 
 
1. Approve the DHS request. 
 
2. Not approve the DHS request. 
 
Analysis 
 
Background 
The Nursing Care Institution Resident Protection Revolving Fund, established under A.R.S. § 36-431.02, 
receives its revenue from civil money penalties assessed to certified nursing care facilities by DHS on 
behalf of the Centers for Medicaid and Medicare Services (CMS).  Since DHS is the state agency 
contractor for the CMS survey and certification, the civil money penalties charged by CMS are federal 
Medicare monies; these monies are deposited into the Nursing Care Institution Resident Protection 
Revolving Fund.  DHS also assesses state-based civil penalties, which are deposited into the General 
Fund. 
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A.R.S. § 36-431.01 permits DHS to use monies in the Nursing Care Institution Resident Protection Fund 
for federally-approved quality assessment and assurance of nursing facilities.  The Legislature 
appropriated $400,000 in one-time monies in the FY 2012 budget with the inclusion of a footnote that 
allows DHS to implement a 2-year nursing care quality improvement program.  The footnote states that 
the appropriation may be used for, but is not limited to, contracting with a survey contractor for a study of 
selected nursing care facilities statewide.   
 
In addition, the use of these monies must be approved by both CMS and the Committee.  An amount of 
$400,000 was previously appropriated to the department in the FY 2008 budget for a similar study.  The 
department has determined that quality of care issues concerning patient falls, sores and infections could 
be addressed through a statewide survey that would be conducted using monies from the fund.  CMS 
concurs that this would be a proper use of monies collected for federal violations.   
 
There is an existing nursing facility comparison called Nursing Home Compare, which is produced by 
CMS, that uses information collected from annual reports required by both state governments and the 
federal government.  Information collected for Nursing Home Compare is used to determine a 1-to-5 star 
rating for certified nursing facilities and is used by members of the public.  Nursing facility associations 
suggest that the additional survey tool would benefit nursing care facilities because participants would 
receive direct client feedback that would allow them to make quality improvements in advance of existing 
federal and state surveys.  Additionally, stakeholders state that nursing facilities would benefit from the 
proposed client satisfaction surveys because it is anticipated that a number of new Medicare pay-for-
performance programs in 2012 will be based on customer satisfaction.   
 
Survey Application Costs and Agency Administration 
DHS issued a request-for-proposals (RFP) this summer with responses due August 23rd.  It currently has 4 
respondents.  The department has established a tentative contract award date of October 6th.  In addition to 
project management by the contractor, the scope of work requires: 
 
1. A survey application developed by the contractor that has been used to provide similar services in the 

last 2 years in conjunction with marketing tools, descriptive literature and training so that nursing 
facilities can utilize the application. 

2. A survey application in a format that can be accessed via the internet using PCs, which would be 
accessed by nursing facilities.  The survey application will allow individual nursing homes to set 
quality of care benchmarks, which can then be compared against other participating facilities. 

3. User manuals available by CD, hard copy or link to a customer service website. 
4. Provision of customer support during normal business hours.  
 
The survey application would be available to all licensed nursing facilities; however, DHS states that the 
exact level of participation in the survey could not be determined.  The survey will be administered either 
by phone interview by the contractor or by questionnaires to clients.  The contractor would determine 
how frequently survey results are reported, depending on the survey tool that is used.  It is expected that 
the primary respondents will be residents or their appointed legal representative.   
 
The department estimates that approximately 75 out of 136 facilities would participate statewide.  The 
department also estimates that the application would cost between $3,500 and $4,500 per facility, which 
yields a total cost range of $262,500 to $337,500 for the 2-year period of the survey. 
 
The General Appropriation Act footnote allows up to 8% of the $400,000 appropriation, or $32,000, to be 
spent by DHS for administrative costs.  According to the department, administrative costs include 
monitoring the use of the survey, tracking survey results and agency interaction with nursing facilities. 
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