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PLAINTIFF South Peninsula Hospital, Inc., on behalf of itself and others similarly
situated, alleges, upon personal knowledge as to facts pertaining to itself and upon information
and belief as to facts and conduct of others, as follows:
I.

NATURE OF THE ACTION
1.

This class action seeks money damages to compensate Medicaid healthcare

providers for financial injuries they suffered because of failure to timely receive reimbursement
for their services. As disclosed by the State of Alaska, the only reason that the reimbursements
became delinquent was because the State’s newly deployed payment system was developed by
Xerox with defects which caused a large percentage of the providers’ submitted claims to be either
suspended or denied in error.
2.

This action only concerns damages flowing from those delayed reimbursements,

and does not seek damages for reimbursements which have not yet been paid by the State.
Moreover, the delayed reimbursements which were suspended or denied in error have been
identified by the State, and the State has authorized payment of those claims without requiring
providers to first exhaust potentially applicable administrative remedies to prove that they should
never have been suspended or denied in the first instance.
II.

BACKGROUND
3.

Plaintiff, and the class of similarly situated persons or entities it seeks to represent

in this class action, are all healthcare providers enrolled in Medicaid who submitted claims for
reimbursement for Medicaid services from October 1, 2013 to the present using the State of
Alaska’s Medicaid Management Information System (“MMIS”), the current version of which is
referred to as “Health Enterprise”.
4.

Health Enterprise pays about $1.5 billion annually to over 22,000 healthcare

providers who are mostly in Alaska.
5.

Health Enterprise started up on October 1, 2013 and was designed, developed and

implemented by Defendant Xerox State Healthcare (“Xerox”) pursuant to a contract with the State.
6.

Health Enterprise was supposed to be designed, developed and implemented by

Xerox to correctly perform timely claims processing by causing only one (1) of three (3) possible
claim dispositions, each one of which was intended to be controlled by the system’s preprogrammed payment criteria (or, adjudication rules): namely; either prompt payment of valid
claims, prompt denial of invalid claims, or temporary suspense of certain pre-determined types of
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claims which were known in advance to depend on the system’s subsequent receipt of additional
data necessary to adjudicate such claims for either payment or denial.
7.

Pursuant to contract performance requirements, ninety percent (90%) of “clean”

claims had to be correctly paid or denied by Health Enterprise within twenty (20) days of the date
of receipt, and ninety-nine percent (99%) of “clean” claims had to be correctly paid or denied by
Health Enterprise within sixty (60) days of the date of receipt. In addition, to meet these
requirements, Health Enterprise was supposed to be designed, developed and implemented by
Xerox to process all submitted claims on a weekly reimbursement cycle, with suspended claims
being reprocessed each time claims are run until they go into paid or denied status.
8.

As appears more fully below, the State only agreed to the start-up of Health

Enterprise on October 1, 2013 because of its reasonable reliance on the intentional and/or negligent
misrepresentations and/or nondisclosures of material fact made by Xerox about the readiness of
Health Enterprise to process healthcare providers’ Medicaid claims without any functionality
defects (on that portion of payment system that had been certified by Xerox as being ready for
operation). At the time, the State was led to believe that Health Enterprise was functioning at
ninety percent (90%) of all the contractually agreed upon performance requirements, and further,
that the remainder of any uncompleted deliverables would be furnished by Xerox with due
expedition.
9.

However, Health Enterprise had fundamental and material defects which, upon

deployment, caused an immediate and prolonged crisis in the form of backlogged payments of
valid reimbursement claims for Plaintiff and members of the Class that have now amounted to
hundreds of millions of dollars in delinquent Medicaid receivables since October 1, 2013.
10.

On September 22, 2014, the State sued Xerox for damages and injunctive relief

because of the failed Health Enterprise payment system acknowledging, among other things, how
specific material defects that had been identified by the State after October 1, 2013 precluded
healthcare providers who submitted valid Medicaid claims from receiving prompt payment--all
with devastating consequences to such providers; the relationships between these providers and
their patients; the public health, safety and welfare; and of course, the State itself.
11.

The named Plaintiff, and all or substantially all members of the defined Class, have

each had at least one submitted claim (if not numerous others) whose payment was delayed in
error for a prolonged period of time in excess of Health Enterprise’s required weekly
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reimbursement cycle as a result of the defective design of Health Enterprise (“backlogged
payments”).
12.

Backlogged payments fall into one of two categories (the first representing the

greatest percentage of the total number of backlogged payments by far): either valid claims that
were subsequently determined by the State to have been erroneously placed into suspense without
disposition because of Health Enterprise defects (“suspended claims”), or, valid claims that were
subsequently determined by the State to have been erroneously denied because of Health
Enterprise defects (“denied claims”).
13.

As a result of delayed receipt of their backlogged payments, Plaintiff, and the Class

it represents, seek relief under the Alaska Unfair Trade Practices and Consumer Protection Act
(UFTPA), AS 45.50 et seq. for statutory damages and under common law negligence for
consequential tort damages.
14.

These backlogged payments were all due to material flaws and comprehensive

defects in Health Enterprise, as well as Xerox’s outrageous assertions and actions regarding the
operational readiness of Health Enterprise notwithstanding the fact that these flaws and defects
were known or should have been known by Xerox to exist. Further, Xerox’s assertions and actions
were made and undertaken in conscious disregard of the uniquely devastating financial harms that
Plaintiff and the Class would foreseeably suffer because of such misconduct.
15.

At minimum, each named Plaintiff, and every Class Member, who eventually

received a backlogged payment has been identically injured by the loss of the time value of money
because of the delinquent reimbursement of Medicaid services caused by Health Enterprise’s
faulty functions.
16.

In addition, many, if not substantially all, of the Class Members have likewise

incurred other forms of economic loss, including operational costs expended to recover backlogged
payments, business injury due to interruption of cash flow (for example, depleting cash reserves
to sustain existing operations or diverting funds to expand future operations), and even going out
of business.
17.

The precise number of all Class members and their names and addresses are

unknown to Plaintiff, but can be ascertained through Health Enterprise and other records
maintained by Xerox or the State. In Health Enterprise, each enrolled provider possesses a unique
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provider identification number, and each authorized medical facility possesses a unique
identification number. Likewise, each reimbursable service has a unique identifier code.
18.

All or substantially all of the backlogged payments which have caused Plaintiff and

every other similarly-situated healthcare provider to suffer injury in fact in the form of monetary
loss have been identified by the State through steps undertaken to fix Health Enterprise, and
consequently, such erroneously suspended or denied claims have been or will be paid by the State.
19.

Moreover, the State has made payments for the claims that were improperly denied

without any need on the part of Plaintiff or members of the Class to first resort to Medicaid’s
administrative appeal process for denials in order to prove that those claims, as submitted, were
properly payable in accordance with Medicaid standards and procedures.

There is no

administrative appeal process to rectify improper suspensions.
20.

In sum, the statutory and common law damages sought in this case by Plaintiff and

the Class arise exclusively in connection with valid Medicaid claims already paid by the State, but
whose processing was inordinately delayed by technical system failures caused by Xerox’s
deceptive and outrageous misconduct in designing, developing and prematurely installing Health
Enterprise. In addition, the delayed payments made by the State which represented reimbursement
for erroneously suspended claims are not, and never were, remediable by resort to Medicaid’s
regular administrative appeal process, while the delayed payments which represented
reimbursement for erroneously denied claims were paid by the State without first requiring
Plaintiff and the Class to exhaust those administrative remedies.
III.

PARTIES
A.

Plaintiff

21.

South Peninsula Hospital, Inc. (“South Peninsula”) is a non-profit Critical Access

Hospital in Homer, Alaska that is enrolled in Medicaid. It has 22 hospital beds and 28 nursing
home beds, and approximately 350 employees. It bills over $16 million to Medicaid annually. It
is incorporated under the laws of Alaska. At all material times, this healthcare provider was known
by Xerox as a healthcare provider to be reimbursed for submitted Medicaid claims by means of
Health Enterprise.
22.

From October 1, 2013 to the present, South Peninsula has received over

$10,000,000 worth of backlogged payments from the State that had been originally, but
incorrectly, disposed of by Health Enterprise as either suspended or denied claims. Very few, if
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any of these delayed payments made by the State were as a result of, or in connection with, South
Peninsula having filed any type of administrative appeal under Medicaid rules to prove that those
claims had been suspended or denied in error.
23.

As had been known by Xerox, Health Enterprise was not ready to go live on

October 1, 2013.

As a result, South Peninsula had numerous backlogged payments that

erroneously deprived them of timely Medicaid reimbursements for many months, causing them to
have to fund operations from other sources or go out of business. In addition, to the detriment of
other parts of its healthcare businesses, South Peninsula was

also required to expend

supplementary resources in the form of either hiring additional staff or paying overtime to existing
employees to troubleshoot why valid claims had become backlogged.
24.

The losses suffered by South Peninsula were a foreseeable consequence of Xerox’s

failures, first, in failing to produce a properly functioning MMIS by October 1, 2013; second, in
misrepresenting to the State of Alaska that their system was ready to go live when it was not.
B.

Defendant

25.

Defendant, Xerox State Healthcare, LLC, now known as Conduent State

Healthcare, LLC (“Xerox”) is a limited liability corporation incorporated in Delaware. Its
principal place of business is in Florham Park, New Jersey. It is the successor to ACS State
Healthcare, LLC, which entered into a contract to create a new MMIS with the Alaska Department
of Health and Social Services. Xerox has an office in this District at 1835 Bragaw Street,
Anchorage, Alaska 99508. It is a subsidiary of Conduent Incorporated.
IV.

JURISDICTON AND VENUE
26.

This Court has subject matter jurisdiction under 28 U.S.C. § 1332(d)(2), as the

matter in controversy exceeds $5,000,000, exclusive of interest and costs, and Class
Representatives and most members of the Class are citizens of Alaska, and Defendant is not a
citizen of Alaska. Plaintiff Class consists of greater than 100 members.
27.

Venue is proper pursuant to 28 U.S.C. § 1391(b)(2), as a substantial part of the

events or omissions giving rise to the claim occurred in this District.
28.

Defendant is subject to personal jurisdiction in this District because it has

continuous and systematic contacts, including an office staffed with employees, within this District
in Anchorage.
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V.

FACTS
A.

Medicaid Management Information Systems

29.

Medicaid is a voluntary cooperative health insurance program that provides

medically necessary treatment to individuals who cannot otherwise afford medical care. See 42
U.S.C. §§ 1396, et seq. It is jointly funded by the federal and state governments and is administered
by the states consistent with federal requirements relating to coverage and benefits. 42 U.S.C. §§
1396a(a), et seq.
30.

The Alaska Medicaid program is administered by the Alaska Department of Health

and Social Services (“DHSS” or “State”). AS 47.05.010; 7 AAC 100.001, et seq., 7 AAC 105.100,
et seq. Alaska law grants DHSS, in cooperation with the federal government, broad statutory
authority to manage and regulate the state’s Medicaid program.
31.

Medicaid Management Information Systems (MMIS) are owned and operated at

the state level to process Medicaid claims. These systems are vital for ensuring health services
reach Medicaid beneficiaries, payments for those services reach Medicaid providers, and sound
management, oversight and reporting take place at the state and federal levels.
32.

Many states have replaced or are in the process of replacing legacy systems no

longer capable of meeting the functions required (either in terms of the volume of claims being
processed or their complexity).
33.

Alaska’s MMIS was established in 1987 to process and pay Medicaid claims.

34.

Currently, the number of Alaskans enrolled in Medicaid assistance programs has

grown to more than 140,000. Moreover, Alaska’s MMIS pays about $1.5 billion annually in state
and federal money to doctors, hospitals and others who care for Medicaid and Denali Kid Care
patients. In 2014 and 2015 alone, Health Enterprise processed over 13 million Medicaid claims.
B.

Replacement of Alaska’s Old Legacy MMIS

35.

In November, 2006, the DHSS issued a Request for Proposals (“RFP”) to replace

the existing MMIS. The RFP required that a new system meet state and federal standards to permit
timely processing of Medicaid claims from healthcare providers, and to provide prompt payment
of authorized claims.
36.

Among other things, the new system had to be flexible enough to support a variety

of health care delivery systems and capable of processing claims and data from multiple programs
and multiple plans.
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37.

The new MMIS also needed to be able to process healthcare provider claims for

payment for services rendered that were submitted either electronically or on federally approved
paper forms.
38.

The Alaska MMIS contract was divided into three (3) phases: (1) design,

development, and implementation (DDI) of the new enterprise MMIS; (2) operation of the MMIS,
including its data warehouse and decision support system; and (3) turnover over of the MMIS to
DHSS or its contractor upon completion of performance.
39.

All three (3) phases were to be fully implemented by June 1, 2010, which was the

original start-up (or “go live”) deadline for the new MMIS.
40.

The new MMIS also had to be certifiable by the Centers for Medicare and Medicare

Services (“CMS”), since CMS (the federal agency responsible for administration of Medicare)
provides ninety percent (90%) of the funds for the design, development and implementation of the
MMIS, and seventy-five percent (75%) of the funds for the operation of the MMIS once it has
been certified.
41.

The RFP made clear that the one purpose of the contract was to benefit healthcare

providers. For example, the RFP § 5.6.9 stated:
The Claims Payment function includes those functions necessary to
ensure that payments to providers are accurately and appropriately
rendered.
42.

Similarly, § 5.6.9.3.2, subtitled “Contractor Responsibilities – Weekly Checkwrite

Processing,” required that the MMIS:

43.

(1)

Generate payment amounts and process payments made through
reimbursable service agreements (RSAs). Make payments to other
programs without issuing EFT transactions or hard copy warrants.

(2)

Process a payment cycle no less than weekly that includes processing of all
claims and financial transactions.

§ 5.6.9.3.4, “Contractor Responsibility – EFT Processing,” required that the MMIS:
(1)

44.

Produce electronic fund transfer payments for those providers requesting
EFT . . .

§ 5.6.8.7 set Performance Standards for the new MMIS:
(1)

Ninety percent (90%) of all clean claims must be adjudicated for payment,
denial or budget relief within twenty (20) calendar days of receipt.
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(2)
(3)

(4)

45.

Ninety-nine percent (99%) of all clean claims must be adjudicated for
payment, denial or budget relief within sixty (60) calendar days of receipt.
One hundred percent (100%) of all claims must be adjudicated for payment,
denial or budget relief within one hundred twenty (120) calendar days of
receipt.
One hundred percent (100%) of all clean provider-initiated adjustment
requests must be adjudicated within ten (10) business days of receipt.

In 2007, DHSS awarded the contract to design, develop, implement and operate the

new MMIS to Affiliated Computer Services State Healthcare, LLC (ACS). § A.13 of the contract
expressly states that ACS is an independent contractor for the state and that no agency relationship
was created or is maintained between Alaska and ACS.
46.

Xerox subsequently acquired ACS, and in so doing acquired and assumed all of

ACS’s interests, responsibilities and obligations as an independent contractor relative to the new
MMIS contract.
47.

ACS was aware at the time it entered this MMIS contract, and Xerox at all

subsequent times, that one purpose of the new MMIS contract was to permit healthcare providers
in Alaska to receive prompt and accurate reimbursement from Medicaid. Conversely, ACS and
Xerox were aware that a failure to deliver a properly functioning product would injure the affected
healthcare providers by, inter alia, depriving them of money they had earned.
48.

The contract made clear that Xerox was required to meet an appropriate standard

of care in its work on the contract:
C.3

Standard of Care

When providing Deliverables and performing Services pursuant to
this Agreement, the Contractor shall, and shall cause the Contractor Agents
to, provide such Deliverables and perform such Services in a professional
manner and in a way that meets or exceeds the Contractor Standard of Care.
As used herein, the term “Contractor Standard of Care” means the
exercise of degree of skill, diligence and prudence which is expected from
a skilled, experienced and nationally recognized and reputed contractor
engaged in the same type of undertaking under similar circumstances and
acting generally in accordance with applicable laws, rules, regulations,
codes and industry standards.
49.

These provisions of the RFP cited above, and many others specifying the manner

in which the MMIS would serve the needs of healthcare providers, were incorporated into the
contract that Xerox had legally assumed. See Contract § G.2.1:
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The contractor shall design, develop, integrate, install, test, deploy,
maintain and operate the Alaska MMIS that will meet all the functional and
operational requirements described in the RFP.
C.

Delays By Xerox In Providing Acceptable DDI Deliverables

50.

Xerox did not meet the June 1, 2010 “go live” deadline for all three (3) phases of

the work required under the new MMSI contract. Even worse, at present (which is more than nine
(9) years from contract inception), Xerox has yet to still provide a fully implemented, functional,
and certifiable system in accordance with the contract requirements.
51.

From the outset, Xerox’s performance was marred by missed deadlines and false

representations regarding the operational readiness of the new Heath Enterprise system.
52.

After the State had agreed to numerous additional extensions of the “go live”

deadline as requested by Xerox, the State finally agreed to allow Xerox to “go-live” with Health
Enterprise on October 1, 2013.
53.

That is because Xerox had represented to the State in September of 2013 that it

performed extensive “system testing” on the MMIS, allegedly running over 13,000 test cases to
confirm that the system met the essential requirements necessary to “go live”; and further, that
approximately 90% of the system’s functionality would be implemented. In regard thereto, Xerox
had submitted a certification (known as “an operational readiness document”) to DHHS in
September of 2013 stating that the MMIS was ready to be implemented.
54.

The State did not give its acceptance of the MMIS. Rather, acceptance by the State

was withheld because of the limited number of then-known defects in the system which Xerox had
agreed to fix in short order and because of there being other parts of the system whose development
and implementation were deferred.
55.

Based on the false representations by Xerox, the new MMIS “went live” on

October 1, 2013. From that date, electronic and paper claims could be submitted only through that
system and not through the previous MMIS. There was no opportunity for healthcare providers to
receive Medicaid reimbursement by any other means other than through the Xerox developed and
operated MMIS.
D.

“Go Live” Medicaid Payment Crisis

56.

Plaintiff, members of the Class, and the State, immediately became aware that the

Health Enterprise system was fundamentally flawed, and was not able to perform the functions
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required to facilitate payments to healthcare providers. Providers who submitted claims by direct
computer input or by paper documentation found that few, if any, claims were being accepted for
processing by the system and that they were not receiving timely reimbursements in comparison
to their pre-conversion levels of reimbursement under the old, legacy MMIS. This caused
immediate financial hardship for many providers as the number of backlogged payments soon
ballooned into a prolonged crisis of overdue Medicaid accounts receivables. The impact on
providers continued to increase exponentially for at least a year and a half, until many of the
system’s defects were subsequently identified and fixed by the State. But even today, certain
providers are still being adversely impacted by their delayed receipt of backlogged payments.
57.

An inspection of the Xerox mail room by Alaska in 2014 revealed that hundreds of

thousands of claims submitted on paper, typically by smaller providers, were being held in stacks
and had not been processed at all. Xerox responded to a complaint by the State by returning many
of the claims to the providers, rather than processing them, exacerbating the delays and the
financial damage experienced by the providers who had submitted these claims.
58.

Hundreds of thousands of electronic claims were also, in effect, left in stacks

unopened by being improperly put into suspense status by Health Enterprise, and thus, neither paid
nor denied for extended periods. The effect on providers was the same as with the unprocessed
paper claims: reimbursements were not received, causing financial hardship.
59.

For at least a year and a half, the pattern of continuous suspensions or denials of

valid claims by Xerox’s MMIS required providers to resubmit each claim, a tedious process
involving reposting data that had already been inputted into a computer or re-submitting previously
submitted paper documentation. Unfortunately, re-inputting data or re-submitting previously
submitted paper documentation takes extensive time, and typically had to be done between 4 and
7 times before a legitimate claim was finally accepted for disposition and eventually paid. The
additional workload of having to identify problems connected with receivables outside Medicaid’s
weekly payment cycle increased the providers’ costs for administrative support significantly.
Some providers paid employees overtime, others hired additional staff and others reallocated
personnel who had other responsibilities apart from billing.
60.

In many cases, Medicaid claims submitted electronically were not even registered

on the MMIS as having been received at all. This created a risk that the claim would never be paid
at all, because applicable regulations permit reimbursement of claims only if they are received
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within one year of the date of service. Thus, healthcare providers had no choice but to continuously
try and resubmit these claims.
61.

Because of the widespread performance problems of Health Enterprise upon its

deployment, the State has endeavored to partly ameliorate some of the financial hardships that
providers have suffered by offering interest-free loans.
62.

Loans of over $160 million were extended to Alaska healthcare providers in late

2013 and 2014. While these loans have provided temporary compensation for lost revenue from
Medicaid, they do not reimburse any other expenses incurred by providers who have elected to
take these loans. These loans also account for only approximately ten percent (10%) of the
estimated $ 1.5 billion that Health Enterprise is supposed to properly pay out on an annual basis.
E.

DHSS Files Suit Against Xerox

63.

On September 22, 2014, Alaska’s DHSS filed a claim against Xerox with the

Commissioner of the Department of Administration (COA) in accordance with the contract
between the State and Xerox to design, develop, implement and operate Health Enterprise. See
Exhibit 1, Statement of Claim, In the Matter of Department of Health and Social Services v. Xerox
State Healthcare (f/k/a ACS State Healthcare, LLC), before the COA, Contract 060706 RFP 20070600-6640.
64.

Among other things, DHSS’s claim sought specific performance, declaratory relief,

injunctive relief and damages as a result of “Xerox’s defective MMIS and its failure to remedy the
defects…[which] have rendered Xerox incapable of adequately processing claims in accordance
with the contract.” Exhibit 1, p.8-9, at para. 28.
65.

DHSS further stated in its claim that Xerox’s defective MMIS “has rendered

healthcare providers that submit claims incapable of receiving payment….” Exhibit 1, p.9, at para.
29.
66.

DHSS had determined through investigation “that due to Xerox’s defective

programming an unknown percentage of claims submitted [electronically] using the new MMIS
are artificially placed by Xerox in a ‘suspended’ status”, meaning that “due to defects in the MMIS,
such claims are treated as neither paid nor denied.” Exhibit 1, p.9, at para. 30. As of July 29,
2014, DHSS had identified at least 89,421 such claims. Exhibit 1, p.10, at para. 32.
67.

On February 2, 2015, Margaret Brodie, the Director of the Division of Health Care

Services (DHCS) for the DHSS since June 2012, submitted an Affidavit in support of the State’s
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COA claim, in which she enumerated specific defects in Health Enterprise that arose from Xerox’s
failure to fully test certain performance deliverables during the DDI phase of the contract. See
Exhibit 2, Affidavit of Margaret Brodie, OAH No. 14-16-CON Agency No. 060706. These
specific defects included:
•

“Extreme slow system performance surrounding medical service
authorization functionality”;

•

“System fails to pay certain categories of claims….”;

•

“System inappropriately denies claims (many remain wrongly denied and
outstanding for over a year)”;

•

“System is unable to process many claims, causing the claims to suspend”;

•

“System lists claims as being paid, but links no provider to the claim, so
checks can’t issue and the claims aren’t paid”; and,

•

“System pays wrong provider (also problematic because the checks go to
the wrong provider with an EOB [“Explanation of Benefits”]—this is
protected health information”).

See Exhibit 2, p. 4-5, at para. 7.
68.

The same Affidavit also states that the State began tracking the amount of time its

staff spent due to defects caused by Health Enterprise since it went live; and further, that the State
calculated those costs at $4.5 million as February of 2015. Exhibit 2, p.6, at para. 11. In addition,
the Affidavit states that 18 providers have gone out of business even after taking interest-free loans.
Exhibit 2, p.7-8, at para. 13.
69.

On May 11, 2015, Ms. Brodie provided Alaska’s House Finance Committee a

“Medicaid Payment System Status Update” that showed, among other things, that many of the
problems with Health Enterprise that were outlined in her February 2015 Affidavit “have been
corrected or significantly improved.” See Exhibit 3, “Medicaid Payment System Status Update”
dated May 11, 2015, p.12.
70.

However, Ms. Brodie’s “Medicaid Payment System Status Update” reiterated as

part of the “Background” section of her report to the House Finance Committee how, beginning
with its deployment on October 1, 2013, “[t]he new system had significant performance problems;
many claims suspended or denied in error, causing providers to experience serious difficulties
getting paid.” Exhibit 3, p.2 (emphasis added).
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71.

The “Medicaid Payment System Status Update” contains astonishing data

indicating that in January 2014 at the height of the system’s defectiveness over 60% of all claims
were placed in suspended status. Exhibit 3, p.10.
72.

This astounding percentage of suspensions should not happen. Properly suspended

claims should be limited to claims that require manual review, such as claims that require medical
necessity justification, or durable medical equipment claims. Exhibit 3, p.16. As of May 2015 only
about 9% of new claims are suspending. This is a significant reduction from the 60% that were
suspending under the flawed system.
73.

Another hand-out exhibit utilized by Ms. Brodie before the House Finance

Committee on May 11, 2015 similarly explains how:
•

Providers’ submitted Medicaid claims can be paid, denied or suspended
“correctly or in error” (Exhibit 4, p.3);

•

“To be considered timely-processed, 90 percent of most claims must
be paid or denied within 30 days of the date of receipt [and] [n]inetynine percent of most claims must be paid or denied within 90 days
of the date of receipt” (Exhibit 4, p.3);

•

“[L]arge numbers of claims were either suspended or denied in error
[because of widespread performance problems with the new
system]” (Exhibit 4, p.1);

•

“Of 17,000 defects identified [since deployment on October 1,
2013], fewer than 100 remain [as of March of 2015]” (Exhibit 4,
p.4);

•

“Ninety percent of new claims are processing correctly [as of March
of 2015]” (Exhibit 4, p.4); and,

•

“Xerox is working through a backlog of incorrectly suspended
claims that developed when the system was deployed in October
2013” (Exhibit 4, p.3).

See Exhibit 4, May 11, 2015, Alaska Department of Health and Social Services, “Medicaid Claims
Payment system: Background and Status”.
74.

Significantly, and in connection with the DHHS suit against Xerox, Xerox

instituted a Corrective Action Plan “for resolving all major defects” (see Exhibit 4, p.4), which
includes a plan for remediating the “Operational Backlog” created by the faulty MMIS system via
eliminating the significant suspended claims backlog, and retrospective mass claims adjustments.
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However, this plan did not remediate providers for the time value of money, or for the other
economic losses that are the subject of this Complaint. The lawsuit subsequently settled, but did
not provide any relief to healthcare providers.
F.

South Peninsula Hospital’s Experiences

75.

South Peninsula, a not-for-profit corporation, is the principal hospital serving

Homer and the surrounding region. It has been designated a Critical Access Hospital because it is
a small hospital and the only provider of emergency services in its region. It has an annual budget
of about $58 million, and historically about twenty-eight percent (28%) of its revenue has come
from Medicaid reimbursements.
76.

Prior to the 2013 conversion to the new MMIS, South Peninsula had submitted

Medicaid claims electronically on a daily basis. It would receive reimbursements on a weekly
basis. If any claims were found to be inadequately documented, the reasons they were not accepted
would be listed in a document provided weekly to the Hospital, which is called a “remittance
advice.” Any issues raised on the remittance advice would be addressed by the Hospital in a
prompt refiling. Typically, a weekly remittance advice would be about 50 pages. In addition,
prior to October 2013, it generally received payment on the vast majority of its submitted claims
within 120 days.
77.

Beginning in October 2013, weekly remittance advice memos grew from 50 to 500

pages and virtually no claims were deemed to be acceptable in the first claim submission. Almost
all claims were neither accepted nor denied, but instead either suspended or simply left
unacknowledged by Health Enterprise.

Moreover, the remittance advice documents were

unusable, often requesting additional information that was not legally required or did not exist.
Frequently, information about patients being treated at other hospitals in Alaska was erroneously
included in the remittance advices sent to South Peninsula.
78.

In the first full year of MMIS operations, very few, if any, reimbursements were

made to South Peninsula for MRI procedures. Many other categories of claims were also delayed
for many months.
79.

Additionally, after the new MMIS commenced operating, Medicaid began for no

apparent reason “taking back” (by offsets to amounts due) claims funds that had been legitimately
paid in 2010, 2011, 2012 and 2013, with no explanation.
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80.

The only means of obtaining reimbursement for legitimate claims was to repeatedly

resubmit these same claims. Unfortunately, the resubmissions took time and money. South
Peninsula paid for 971 hours of overtime for clerical employees in the past two years in order to
resubmit claims that in most cases had already been properly submitted for a cost of $46,371. On
average, each rejected claim required between 4 and 7 resubmissions before it would be accepted.
81.

In addition to overtime, employees of South Peninsula put in in extra hours on the

resubmission of Medicaid claims during their regular hours, limiting their ability to perform other
necessary functions, such as billing to insurance companies for privately insured patients. Two
full-time employees who had previously had other duties were transferred to work on Medicaid
submissions for total salary and benefit expenses of $108,000 in each of two years.
82.

The redeployment of staff also resulted in a decline in the ability to timely bill

insurance companies, which led to an increase in accounts receivable over 120 days from $600,000
in October 2013 to over $1,200,000 two years later in commercial accounts.
83.

From October 1, 2013 to the present, South Peninsula has received over

$10,000,000 worth of backlogged payments from the State that had been originally, but
incorrectly, disposed of by Health Enterprise as either suspended or denied claims.
VI.

CLASS ACTION ALLEGATIONS
A.

Absence of Administrative Remedies

84.

The claims that are the subject of this suit are either valid claims that were

subsequently determined by the State to have been erroneously placed into suspense without
disposition because of Health Enterprise defects, or, valid claims that were subsequently
determined by the State to have been erroneously denied because of Health Enterprise defects.
They are not isolated mishandled claims that were or will be subject to administrative remedy.
85.

In fact, as for the suspended claims, or non-acknowledged claims, no administrative

remedies were or are even available to Plaintiff and Class Members who have been damaged,
because they have no recourse to obtain any recovery through an administrative process. The
Alaska Administrative Code provides two levels of appeals for “a denied or reduced claim.” 7
Alaska Admin. Code § 105.270(a); see also 7 Alaska Admin. Code § 105.280 (second level of
appeals where relief was denied under § 105.270). Claims submitted by Plaintiff that were
suspended by the flawed MMIS were neither reduced nor denied and therefore cannot be appealed.
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86.

This point is reiterated in the “Institutional Claims Management” guidelines

prepared by Xerox, which specifically note that “No action is required by the provider while a
claim is pended….” See Exhibit 5, p.25. “Section II: Institutional Claims Management”.
87.

As for claims that were wrongly denied on account of the faulty MMIS, as made

clear by the DHSS in its filed COA claim, and the Brodie documents (Exhibits 2-4), the State
identified and reprocessed these claims without resort to administrative appeals.
88.

Moreover, recompense for the injuries complained of here is unavailable through

the administrative process, even where claims were formally denied. The only administrative
remedy available is payment of the amount of the claim that had been reduced or denied. There is
no opportunity to present administrative claims for either costs incurred due to delay in receiving
funds, costs associated with resubmitting claims or filing appeals of claims, or for obtaining
statutory damages provided for in the Alaska Unfair Trade Practice and Consumer Protection Act.
These are the exclusive bases for recovery sought in this case.
B.

Class Definition

89.

Plaintiff brings this action pursuant to Federal Rule of Civil Procedure 23(a), (b)(3)

and/or (c)(4) on behalf of themselves and the following class defined as follows (the “Class”):
All Alaska-enrolled Medicaid providers who submitted at least
one Clean Claim for reimbursement to the State of Alaska on or after
October 1, 2013 to the present that was Paid Late.
1.
A Clean Claim means a claim that was able to be processed
by the State of Alaska for payment without obtaining additional
information from the provider of the service in connection with
submission of the provider’s claim.
2.
“Paid Late” means a Clean Claim that was paid either
(a) more than one hundred twenty (120) calendar days after its receipt by
the State of Alaska or (b) was paid more than sixty (60) calendar days
after its receipt by the State of Alaska and such claim was submitted in a
sixty (60) calendar day period, during which the State of Alaska paid
fewer than 99% of all Clean Claims submitted or (c) was paid more than
twenty (20) calendar days after its receipt by the State of Alaska and such
claim was submitted in a twenty (20) calendar day period, during which
the State of Alaska paid fewer than 90% of all Clean Claims submitted.
90.

The following individuals are excluded from the Class: (1) Defendant, Defendant’s

subsidiaries, parents, successors, predecessors, and any entity in which Defendant or its parents
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have a controlling interest, and its current or former employees, officers and directors; (2) persons
who properly execute and file a timely request for exclusion from the Class; (3) the legal
representatives, successors or assigns of any such excluded persons; and (4) persons whose claims
against Defendant have been fully and finally adjudicated and/or released.
91.

Plaintiff reserves the right to expand the Class definition to seek recovery on behalf

of additional persons as warranted as facts are learned in further investigation and discovery.
92.

Plaintiff limits the definition of the Class as required by the applicable statute of

limitations and accrual of statute of limitations as determined by the Court.
93.

This action may be maintained as a class action pursuant to Rule 23 of the Federal

Rules of Civil Procedure.
C.

Numerosity

94.

The members of the proposed Class are so numerous that joinder of all members in

one action is impracticable. While the precise number, names and addresses of all Class members
are unknown to Plaintiff at this time, such information can be ascertained from records maintained
by Defendant (and Health Enterprise). The Class is reasonably estimated to be at least in the
thousands.
95.

According to a schedule provided by the State of Alaska, there are approximately

22,000 healthcare providers enrolled in Medicaid who are required to submit claims through
Health Enterprise in order to receive compensation for providing Medicaid services. Upon
information and belief, the vast majority enrollees are located in Alaska, although there may be
many hundreds also located in the “Lower 48”.
D.

Commonality

96.

The claims of Plaintiff and the Class have a common origin and share a common

basis. All Class members suffered from the same misconduct complained of herein, and they all
suffered injury as a result of the violations of Alaska’s UFTPA and breaches of duties of care that
form the basis of this lawsuit and that are supported by common proof. Common questions of law
and fact exist as to all members of the putative Class, including, but not limited to the following:
a.

Whether the MMIS designed and developed by Xerox was defective upon
deployment, in that this new payment system was immediately discovered
by DHSS to incorrectly suspend or deny large percentages of properly
submitted valid claims;
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b.

Whether Xerox misrepresented to DHSS that Health Enterprise was ready
to operate as of October 1, 2013;

c.

Whether statements by Xerox about the readiness of Health Enterprise to
handle healthcare providers’ Medicaid claims without any functionality
defects as of October 1, 2013 were intentional and/or negligent
misrepresentations and/or nondisclosures of material fact;

d.

Whether Xerox’s actions complained of herein constitute unfair deceptive
acts in the conduct of trade or commerce prohibited by Alaska’s UFTPA;

e.

Whether DHSS reasonably relied on the intentional and/or negligent
misrepresentations and/or nondisclosures of material fact made by Xerox
about the readiness of Health Enterprise to handle healthcare providers’
Medicaid claims without any functionality defects;

f.

Whether Plaintiff and the Class suffered ascertainable losses of money
because of the delinquent reimbursement of Medicaid services caused by
Health Enterprise’s backlogged payments;

g.

Whether the defects of the MMIS caused consequential business-type
harms to Plaintiff and the Class as described in Paragraphs 16, 80 and 82
above;

h.

Whether Xerox owed a duty of care to healthcare providers;

i.

Whether the healthcare providers enrolled in Health Enterprise constitute
a group of professional businesses for which it was particularly foreseeable
that they were likely to be injured as a result of the defective MMIS
developed and implemented by Xerox;

j.

Whether the defective MMIS breached a duty of care Xerox owed to
healthcare providers enrolled in Health Enterprise;

k.

Whether members of the Class are entitled to recover monetary damages
caused by Xerox’s actions; and

l.

Whether members of the Class are entitled to recover punitive damages as
a result of Xerox’s actions.

E.

Typicality

97.

Plaintiff’s claims are typical of the claims of the members of the Class, as Plaintiff

and all other members of the Class were harmed by Defendant’s wrongful conduct. Defendant’s
conduct giving rise to the claims is identical as to all members of the Class and the losses Class
Members have suffered uniformly were all caused by Defendant’s Class-wide violations of
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Alaska’s UFTPA and breaches of duty of care in designing, developing and implementing Health
Enterprise.
98.

All, or substantially all, of the Class members were injured by Xerox’s conduct

inasmuch as all, or substantially all, of them were deprived of one or more timely reimbursements
caused by Health Enterprise’s erroneous suspension or denial of submitted claims. All, or
substantially all, of the Class members were likewise injured by additional costs and/or
uncompensated workload incurred in having to first identify, and then reasonably attempt to
mitigate problems caused by, these backlogged payments.
F.

Adequacy

99.

Plaintiff and the other Class members are aggrieved by Defendant’s prohibited

transactions and breaches of duty, and Plaintiff is intent on seeing such wrongs remedied. Plaintiff
is therefore committed to fairly, adequately, and vigorously representing and protecting the
interests of the members of the Class, and have retained counsel competent and experienced in
class action litigation of this nature for this purpose. Neither Plaintiff nor their counsel have any
interests that might cause them to refrain from vigorously pursuing the claims in this class action.
In addition, Defendant has no defenses unique to Plaintiff. Thus, Plaintiff is an adequate
representative of the Class.
G.

Predominance

100.

Common questions of law and fact predominate over questions affecting only

individual Class members, and the Court, as well as the parties, will spend the vast majority of
their time working to resolve these common issues. Indeed, virtually the only individual issue of
significance will be the exact amount of losses recovered by each Class member, the calculation
of which can determined through administrative proceedings which do not bar certification.
H.

Superiority

101.

A class action is superior to all other feasible alternatives for the resolution of this

matter, especially given that joinder of all parties is impracticable.
102.

The damages suffered by many of the individual members of the Class will likely

be relatively small, especially given the burden and expense of individual prosecution of the
complex litigation necessitated by Defendant’s actions.
103.

Thus, it would be virtually impossible for the individual members of the Class to

obtain effective relief from Defendant’s misconduct absent certification of a class action.
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104.

Even if members of the Class could sustain such individual litigation, it would still

not be preferable to a class action, because individual litigation would increase the delay and
expense to all parties due to the complex legal and factual controversies presented in this
Complaint. Individual litigation of multiple cases would be highly inefficient, a gross waste of the
resources of the courts and of the parties, and potentially could lead to inconsistent results that
would be contrary to the interests of justice.
105.

Furthermore, neither Plaintiff nor Xerox is aware of any ongoing litigation

involving Class members over damages they incurred as a result of Xerox’s misconduct. Indeed,
given the applicable statutes of limitations, it is equally unlikely that any other action will ever be
brought. Plaintiff’s lawsuit was originally filed in this Court on September 24, 2015, almost two
years to the date that Health Enterprise was deployed on October 1, 2013.
106.

Plaintiff does not anticipate any difficulty in the management of this action as a

class action. Rule 23 provides the Court with authority and flexibility to maximize the efficiencies
and benefits of the class mechanism and reduce management challenges. The Court may, on
motion of Plaintiff or on its own determination, certify statewide and/or multistate classes for
claims sharing common legal questions; utilize the provisions of Rule 23(c)(4) to certify any
particular claims, issues, or common questions of fact or law for class-wide adjudication; certify
and adjudicate bellwether class claims; and utilize Rule 23(c)(5) to divide the Class into further
subclasses.
VII.

CLAIMS FOR RELIEF
COUNT I
ALASKA UNFAIR TRADE PRACTICE
AND CONSUMER PROTECTION ACT
107.

Plaintiff incorporates by reference all of the foregoing allegations as if fully set

forth herein.
108.

The contract through which Xerox agreed to create and implement a new MMIS

for Alaska was a contract for the sale of goods and/or services. Xerox was engaged in trade and/or
commerce.
109.

Xerox’s actions complained of herein constitute unfair deceptive acts in the conduct

of trade or commerce prohibited by Alaska’s UFTPA, Ak. Stat. § 45.50.471(a). They were unfair,
unethical, immoral, and caused substantial injury to businesses.
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110.

By representing to the State of Alaska that the MMIS was sufficiently operational

to “go live” on October 1, 2013, when in fact it was not, Xerox violated Ak. Stat. §45.50.471(b)(6),
which prohibits “representing that goods or services are of a particular standard, quality, or grade,
or that goods are of a particular style or model, if they are of another.” In particular, Xerox
represented that the MMIS was usable for the purpose of submitting Medicaid claims for
reimbursement, when it was not.
111.

The same communication violates Ak. Stat. § 45.50.471(b)(12), which prescribes:
using or employing deception, fraud, false pretense, false promise,
misrepresentations; or knowingly concealing, suppressing, or omitting a
material fact with intent that others rely upon the concealment, suppression,
or omission in connection with the sale or advertisement of goods.

112.

In its communications with Alaska, Xerox falsely represented that the MMIS was

adequately tested or ready to go live when it was not, and concealed the facts that the new system
had been inadequately tested, and contained numerous flaws, some already known to Xerox, that
precluded it from operating as intended.
113.

Xerox’s statements had the capacity to deceive. In fact, Alaska relied on these

misrepresentations and omissions, to the detriment of itself and of Plaintiff and Class members, in
permitting the system to go live on October 1, 2013.
114.

Plaintiff and Class members suffered ascertainable losses of money as a result of

Xerox’s wrongful acts.
115.

Pursuant to Ak. Stat. § 45.50.531.1, each Class member is entitled to recover three

times actual-damages suffered, or $500 per unlawful act, whichever is greater.
116.

Pursuant to Ak. Stat. § 45.50.537.1, Plaintiff is entitled to recover costs and full

reasonable attorney fees.
COUNT II
NEGLIGENCE AND/OR RECKLESS INDIFFERENCE
117.

Plaintiff incorporates by reference all of the foregoing allegations as if set forth

118.

Xerox was negligent, or acted with reckless indifference, in that it failed to use

herein.

reasonable care when it designed and implemented the MMIS, represented to Alaska that the
MMIS was ready to go live when it was not.
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119.

As the creator of a product with a specific intended known set of users -- Alaska’s

Medicaid healthcare providers -- Xerox owed a duty to the users to provide a product that would
perform as it was intended and expected, and would not cause economic injury to the identifiable
and foreseeable users of the product.
120.

Additionally, because of the direct overall impact on Alaska’s Medicaid system,

Xerox’s negligence had (and Xerox knew would likely have) significant consequences to the
community including Medicaid patients.
121.

Xerox breached these duties by implementing a product that prevented Class

members from receiving timely complete reimbursements to which they were entitled. Among
other deficiencies, DHHS has identified the following:

122.

•

The MMIS was unable to accurately balance claims as a result of a rounding
error imbedded within the system;

•

The MMIS had extreme slow system performance surrounding medical
service authorization functionality;

•

The MMIS improperly priced claims;

•

The MMIS failed to pay certain entire categories of claims;

•

The MMIS inappropriately denied authorized claims;

•

The MMIS was unable to process many claims, causing those claims to
suspend;

•

The MMIS listed claims as being paid, but linked no provider to the claim,
so checks could not issue and the claims were not in actuality paid; and,

•

The MMIS paid the wrong provider.

Xerox’s conduct evidenced reckless indifference to the interests of Alaska’s

Medicaid healthcare providers. Xerox knew that the MMIS was not ready to go live yet represented
that it was; and Xerox did so with full knowledge that it was likely to cause serious harm to
Alaska’s Medicaid providers, but was indifferent to the foreseeable consequences in order to
protect its own financial interests.
123.

As a foreseeable direct and proximate result of Xerox’s negligence and/or reckless

indifference, Plaintiff and Class members have suffered economic losses in amounts to be
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determined for excess costs associated with resubmitting valid claims; costs of disputing erroneous
denials; and lost time value of money for payments that were unreasonably delayed.
VIII. RELIEF REQUESTED
WHEREFORE, Plaintiff, individually and on behalf of the Plaintiff Class, prays for the
following relief:
a.

An order certifying this matter as a class action with Plaintiff as Class

Representative, and designating Berger & Montague, P.C. and Ehrhardt & Kelley as Class
Counsel;
b.

An award of compensatory, treble and punitive damages for each and every

member of the Class;

IX.

c.

Pre-judgment and post-judgment interest on monetary relief;

d.

An award of reasonable attorneys’ fees and court costs in this action; and/or

e.

All other and further relief as the Court deems necessary, just and proper.

JURY DEMAND
124.

Plaintiff, individually and on behalf of the Plaintiff Class, demands a jury trial on

all issues triable to a jury.
Dated: June 25, 2018

Respectfully Submitted,
/s/ Peter R. Ehrhardt
Peter R. Ehrhardt
Ehrhardt, Elsner and Cooley
215 Fidalgo Avenue
Suite 201
Kenai, AK 99611
Phone: (907) 283-2876
Fax: (907) 283-2896
peter@907legal.com
and
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Sherrie R. Savett
Peter R. Kahana
Arthur Stock
Lane L. Vines
Y. Michael Twersky
Berger & Montague, P.C.
1622 Locust Street
Philadelphia, PA 19103
Phone: (215) 875-3000
Fax: (215) 875-4604
ssavett@bm.net
pkahana@bm.net
astock@bm.net
lvines@bm.net
mtwersky@bm.net
ATTORNEYS FOR PLAINTIFF AND
THE PROPOSED CLASS
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Department of Law

THE STATE

1ALASI<A

0

CIVIL DJVJSION
1031 Wes t 4t h Avenue, Suite 200
/\nchorogc, Alaska 9950 I
Main: 907 .269 .51 00
Fox: 907 .276.3697

GOV £R NO R SEAN PA RN ELL

September 22, 2014

VIA MAIL AND EMAIL
Curtis Thayer, Commissioner
Alaska Department of Administration
550 W. 7th Avenue, Suite 1970
Anchorage, AK 99501
curtis.thayer@alaska.gov
Re:

Alaska MMIS/Enterprise Contract 060706 including RFP 2007-0600-6640

Dear Commissioner Thayer:
This office represents the State of Alaska, Department of Health and Social
Services (DHSS) in the above refeirenced matter. Pursuant to AS 36 30.620(f), enclosed is
a claim on behalf of DHSS against Xerox State Healthcare LLC (Xerox). As the claim
explains, we are referring this matter to your office pursuant to the terms of the contract
between DHSS and Xerox that giv,es rise to this dispute.
A copy of this letter and the enclosed claim are being simultaneously sent to
Xerox and its counsel.

Thank you for your attention in this matter. Please contact me and Xerox's counsel
if you have any questions.
Regards,
MIO-IAELC.GERAGHTY
ATTORNEY GENERAL

By:
ur e
Senior Assistant Attorney General
DSB/ajp
Attachment
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Commissioner Curtis Thayer
Alaska Department of Administration
cc:

September 22, 2014
Page2

William Streur, Commissioner, Department of Health and Social Services
Margaret Brodie, Director H ealth Care Services
David Hamilton, Group President, Xerox (via email and Certified U.S. Mail)
Peter Weis, Vice President & Senior Corporate Counsel, Xerox (via email and
Certified U.S. Mail)
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BEFORE THE COMMISSIONER OF ADMINISTRATION

2

3
4

5

6

7
8
9

)
)
)
DEPARTMENT OF HEALTH AND
)
SOCIAL SERVICES
)
)
V.
)
XEROX STATE HEALTHCARE, LLC; )
(f/k/a ACS STATE HEALTHCARE,
)
LLC), A XEROX COMP.t\NY
)
)

In the Matter of:

____ ___ ____ ___

Contract 060706
RFP 2007-0600-6640

10

Il
12

STATEMENT OF CLAIM

For its claim against Xerox State Healthcare LLC, (Xerox) the State of Alaska,

13

Department of Health and Social Services Qointly referred to herein as the State or
14

15

DHSS) asserts the following:

I. Introduction
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This claim is brought by the Alaska Attorney General's Office (AGO) on

18

behalf of DHSS. DHSS s,eeks specific perfonnance, declaratory relief, injunctive relief,

19

damages, indemnification7 and other relief as stated herein. The filing of this action with

20

1-0::a:)Z<(N

0

1.

the Commissioner of the Department of Administration (COA), is without prejudice to

21

DHSS's and the AGO' s right to seek further or concurrent relief against Xerox and
22

23

0

24

others in A laska Superior Court in accordance \\'1th applicable law and the contract that
is the subject of this case, Contract 060706 (the contract).

25

26
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II. Parties and Jurisdiction

2
3
4

5

2.

DHSS has authority to bring this action before the COA in accordance with

the parties' contract, the Alaska Procurement Code, the Alaska Administrative Procedures
Act, and other applicable law. The AGO brings this action not only as counsel for DHSS

6

but also pursuant to its authority set forth in the Alaska Unfair Trade Practices and
7

Consumer Protection Act (UFTPA), AS 45.50 et seq., including but not limited to AS
8
9

10
11
12

45.50.495(b).

3.

Xerox is subject to COA jurisdiction in accordance with the parties'

contract, the Alaska Procurement Code, the Alaska Administrative Procedures Act, and
other applicable law.

13

DI. The Contract
14

4-.

Alaska's "tv1edicaid Management Information System (MMIS) was

15
1.6

established in 1987 to process and pay Medicaid claims. Since then, the number of

17

Alaskans enrolled in medical assistance programs has grown to more than 140,000.

18

Today, Alaska's Mlv.11S pays about $ 1.5 billion annually in state and federal money to
doctors, hospitals and others who care for Medicaid and Denali Kid Care patients.
5.

In November 2006, DHSS issued a Request for Proposals (RFP) to

replace the old, legacy l\1MIS. The legacy system was not Internet-dependent and
needed updating to comJply with changing federal requirements. The RFP sought a
24
25

system capable of supporting a variety of health care delivery systems, and capable of
processing claims and data from multiple programs and plans. It further sought a system

26
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1
..,

.)

4

5

capable of being amended with changing federal requirements such as the Affordable
Care Act .
6.

As specified in the RFP, the new MMIS had to be certifiable by the

Centers for Medicare and Medicaid Services (CMS), the federal agency responsible for

6

the administration of federal health care programs including but not limited to
7

Medicare, M edicaid, the Children's Health Insurance Program, and the Health
8
9

Insurance Portability and Accountability Act. CMS provides 90% of the funds for the

JO

development and implementation of the new MMIS. CMS will provide 75% of the

II

funds for the operation of the MMIS when and if it is certified.

12
13

7.

In 2007, DHSS awarded the contract to design, develop, implement and

operate the new MMIS to Affiliated Computer Services (ACS). Xerox has since

14

acquired ACS, and in so doing acquired and assumed all of ACS's interests,
15
16

T7

responsibilities, and obligations relative to the MMIS contract.
8.

The Alaska MMIS contract was divided into three phases: (1) design,

18

development, and implementation (DDI) of the new enterprise MMIS; (2) operation of

19

the J\1MIS, including its data warehouse and decision support system; and (3) turnover
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over of the MMIS to DHSS or its contractor upon completion of performance.
The DOI portion of the contract was to be completed in approximately

22

two years and 8 months. Seven years from contract inception, Xerox has yet to provide
23

0

-

24

25

a fully implemented, :functional, and certifiable system in accordance with the contract
requirements. The MMIS that was implemented has fundamental and material defects.
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IV. Xerox's Performance Failures

2

3
4

10.

From the outset Xerox's performance was marred by missed deadlines,

rushed work resulting in poor coordination, a high rate of critical staff turnover, and

5

false representations regarding operational readiness of the MMIS.
6
7
8

11 .

Regarding missed deadlines, the DDI phase of the contract consisted of

eight milestones, with payments tied to successful completion of each, as follows:
Contract

9

10
11

JVlilestona

Contract Price

Completion Date

Date

Project Initiation (00111)

$1,617,333.90

12/31/2007

6/18/2008

$6,469,335.60
$3,234,667.80
$3,234,667.80

8/31/2008
10/31/2009
5/31/2010

3/1/2009
5/13/2010
12/7/2012

$3,234,667.80
$3,234,667.80
$3,234,667.80
$8,086,669.50

10/31/2009
10/31/2009
4/30/2010
5/31/2010

12/1/2012
11/30/2013
11/ 30/2013

Requirement Verification

(DOI 2)

12

System Design (0013)
Conversion (DOI 4)

13

MMIS Development (DOI
5)

14

15
16

17

.~ctual Delivery

Testing (DOI 6)
Acceptance Test (DOI 7)
Implementation (DOI 8)

12.

N/A

Due to Xerox' s failed perfonnance, defects in the deliverables developed,

and failure to meet deadlines, the State has not accepted DDI Milestones 6, 7, and 8,

18

highlighted above in yellow .
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Pursuant to the contract, the original fully operational or "go Jive''

21

deadline for the MMIS was June 01, 2010. As a result of Xerox's performance failures,

22

and in reliance upon Xerox' s assurances that it would correct its failures, DHSS agreed

23

several times to extend tlhe "go live" date. In 2011, the State approved a revised "go
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live" extension to Octobe1r 1, 2012.

25
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14.

2

Thereafter

the

State

declined to

approve

additional

extensions.

3

Nevertheless Xerox, without State approval and in breach of its prior assurances and

4

contract obligations, unilaterally and on more than one occasion extended the "go live"

5

date.

6

15.

To mitigate the continuing delay of the <-go live" date, Xerox proposed a

7
8

9

I0
LI

12

new DDI approach. This consisted of separate eight week project perfonnance '"sprints"

in which six separate teams of Xerox staff would simultaneously work on discrete parts
of the MMIS, with each team to complete its work within the eight-week period.

16.

Yet, Xerox still failed to timely complete critical portions of such work.

Moreover the work of the sp1int teams was often not coordinated with Xerox's testing

13

and operations teams. As a result, the MMIS became and remains fundamentally
14

flawed.
15

16

17.

Under the contract Xerox was responsible for product testing to ensure

f7

that its deliverables would meet the performance criteria the parties agreed upon.

18

During the DDI process, Xerox claimed it had performed extensive "system testing" on

19

the MMIS. X erox claimed, among other things, that it had run over 13,000 tests cases to
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confinn that the MMIS met contract requirements. Upon information and belief DHSS
asserts that Xerox misrepresented to the State the system passed the tests.

:r
Q.

?_.:,
"

18.

DHSS conducted test cases, numbering in the hundreds, m order to

24

evaluate Xerox's representations and alleged performance. Notwithstanding Xerox's

25

representations and assurances, DHSS found numerous defects and failures to meet

26
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2

contract requirements. DHSS immediately apprised Xerox of these defects and failures.

.,..,

1n response Xerox incorr,ectly and improperly assured DHSS that it had remedied the

4

failures and defects and had established easy to administer workarounds that could be

5

used until the remaining defects were remedied.

(,

19.

In September 2013, the parties knew there were approximately 44 defects

7

in the 11tv1IS, but Xerox incorrectly and improperly represented that it had established
8
9

workarounds to allow the State to perform those defective functions. Xerox continued to

10

represent and assure DHSS that the MMIS was ready for "go live." In support of its

l1

representations and assurances, intended to induce DHSS to allow the enterprise system

12

to "go live,'' Xerox submitted an operational readiness document certifying that the

13

MMIS was ready for operation.
14

20.

Relying on Xerox's representations and assurances, and in order to get at

15

16
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least part of the long-delayed MMIS up and running, and aware of the small number of

l7

MMJS defects with workarounds, DHSS agreed to allow Xerox to "go live" on the

18

portion of the MMIS that Xerox certified or otherwise represented as "completed.'' In so

19

doing DHSS believed and understood, based on Xerox' s statements, representations,

10
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and assurances) that the lv1M1S was functioning at 90% of the contractually agreed upon
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21.

Concunently, however, DHSS withheld acceptance of the MMIS. DHSS

24

did so m light of otheir system defects known to both parties, and because the

25

development and implementation of other parts of the MMIS were incomplete.

0
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2

22.

Xerox was made aware of, knew of, and fully recognized the State's non-

...

acceptance. Xerox's awareness, knowledge, and understanding were manifested by,

4

among other things, the fact that the DHSS Project Director for the contract declined to

.)

5

countersign the Deliverable Transmittal Document which, if so signed, would (pursuant

6

to the contract) have refle!Cted acceptance.
7

23.

In

reliance

upon

Xerox's

purported

testings,

certifications,

8
9

representations, and assrnrances including those set forth herein above, but without

10

having accepted Xerox' s product, DHSS authorized Xerox to ''go live'' with the MMIS

11

on October 1, 2013.

12

24.

Simultaneously, and also in reliance upon Xerox' s testings, certifications,

13

representations, and assurances, DHSS stopped using its existing legacy system to pay
14

providers. In so doing, although aware the MMIS had defects, DHSS reasonably
15

16

believed based upon Xerox's assurances that the system was operational and that a

17

Xerox contingency plan and schedule of fixes would very soon resolve remaining

18

defects.
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20

processing Medicaid claiims and performing other functions, at which time the old

21

legacy system was tumedl off, DHSS and Alaska's Medicaid providers quickly learned
22

the MMIS was fundamentally and materially flawed far beyond what was disclosed by
23

~

0

24
25

Xerox. At this point, once: DHSS cut over from the old legacy MMIS to the new MMIS,
it was too late to turn back.
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2

26.

The existence of material flaws, defects, and failures to meet contract

3

standards is reflected, among other things, in the fact that the list of identified defects

4

grew from 44 at 11go live" to 546, and today iB still at 460, some 290 of which have been

5

determined to be "critical" or "high," the two most severe categories. The impact of

6

the.se and other defects for which Xerox is responsible has been devastating to DHSS,
7

8
t)

10

1l
12

13

healthcare, providers who utilize MMIS, healthcare recipients who rely on such
healthcare providers, and the public health, safety, and welfare. The impacts and the
costs thereof continue to mount.
27.

The last time Xerox submitted a work plan sufficient to gain DHSS

approval was in January 2013. Since October 1, 2013, Xerox has operated without a
credible work plan in violation of its contract obligations. Xerox has presented DHSS

14

with a so-called "fatal flaws" work plan, but this is a partial work plan only and does not
15
16

satisfy Xerox's contract obligations. Despite the passage of almost one year since "go

17

live," Xerox continues to fail to provide a plan to correct the comprehensive failures in

18

its product and project perfonnance.
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28.

Xerox's flawed system and its failure to remedy defects has resulted in

Xerox's further failure to make healthcare provider payments. Under the MMIS
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program, providers electronically submit claims for payment for services rendered. Such
providers can also submit claims for payment on federally approved paper forms.

a.

23

0

~

24
25

Pursuant to the contract Xerox is responsible to process both types of claims. Xerox's
defective MMIS and its failure to remedy the defects notwithstanding its certifications,
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2

assurances, and representations as to the adequacy of its MMIS, have rendered Xerox

.3

incapable of adequately Jprocessing claims in accordance with the contract. This has

4

rendered healthcare providers that submit claims incapable of receiving payment, has

5

harmed the relationships between s uch healthcare providers and their patients, and has

6

damaged public health~ safety, and welfare.
7

8

29.

Regarding paper claims, when DHSS inspected the Xerox mail room in

9

response to providers' complaints that their paper claims were disappearing or

10

otherwise being ignored, DHSS found hundreds of thousands of neatly stacked paper

11

claims in a Xerox mailroom. DHSS brought this situation to Xerox's attention. In

12

response, Xerox failed to take sufficient corrective action. Rather than properly

l3

addressing the backlog, Xerox returned a significant number of the claims to the
14

providers. This action furt her contributed to and exacerbated the harm described herein.
15
16
17

18

Xerox' s conduct in this regard was deceptive, dishonest, outrageous and in conscious
disregard of the State' s rights, and in breach of Xerox 's contractual obligations.
30.

Regarding ,electronically submitted claims DHSS, upon investigation,
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23

treated as neither paid nor denied. Xerox's conduct in this regard is or may be

24

deceptive, dishonest, outrageous and in conscious disregard of the State's rights, and in

25

breach of Xerox's contractual obligations.
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2

31.

Many other defects exist. To date, eleven months after Xerox certified the

3

MMIS to "go live," Xerox is not able to or will not tell DHSS if the claims it has

4

processed were properly paid or properly denied. DHSS's contact with healthcare

5

providers leaves the State with reason to believe processing and payment errors

6

continue. Such errors include but are not limited to claims submitted by the Pioneer
7

8
9

Home which were overpaid because of Xerox ' s errors and omissions.
32.

DHSS has attempted to mitigate the existing and potential harm to Alaska

10

providers, their patients, and the public caused by Xerox's errors and omissions. DHSS

II

recognizes that unless Xerox's errors and omissions are mitigated or otherwise

11

13

remedied, the resulting harm may include: the closing of medical practices that rely on
timely Medicaid payments; the refusal by healthcare providers to render medical

14

services to Medicaid eligible patients; the loss of available services for healthcare
15
16
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recipients; and damage to public health, safety, and welfare. DHSS' s mitigation efforts

17

to date include but are not limited to outreach to provider groups and the delivery of

18

advanced payments to providers whose claims were artificially placed in suspended

19

status. As of July 29, 2014>there were 89,42 I suspended claims. As of August 2014, the

20

State had issued advance payments of approximately $154,000,000 to cover such
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33.
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By advancitng payments, DHSS risks not being able to accurately

23
24

2S

reconcile the payments that should have been made with the amounts actually paid. As a
result, DHSS may have Ito repay the federal government for inaccurate payments, or
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1

DHSS may not be able to get as much money as it should have from the federal

.,

government for provider claims. As the entity whose errors and omissions triggered

4

DHSS' s mitigation efforts., Xerox is responsible for all harm or damages stemming from

~

5

such mitigation efforts.

6

V.

Xerox's Failure to Cure

7

34.

On February 4, 2014, David Hamilton, a Xerox agent and representative

8
9

m his capacity as Group President for Xerox Government Health Care Solutions,

10

testified before the A1aska State Legislature House Health and Social Services Standing

1l

Committee. Mr. Hamilton testified that Xerox expected to clear the backlog of claims

12

(partially described herein above) in three to four weeks. On March 24, 2014, after

13

Xerox failed to fulfill Mr. Hamilton's representations, DHSS sent Xerox a Notice to

14

Cure letter. Attached to DHSS' s letter were six pages identifying performance defects.
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(CAP) outlining the steps Xerox would take to cure the defects and contract breaches.

35.

Xerox did not provide the requested CAP. By letter dated April 28, 2014

Xerox responded to the DHSS Notice to Cure lettet by acknowledging receipt and
providing a spreadsheet of defects. Xerox' s response letter and its actions taken

21

thereafter have failed to provide adequate cure. To date, Xerox has failed to advise
22

:!i0<(

-

In the letter DHSS demanded that Xerox create and provide a corrective action plan

23

DHSS of acceptable, concrete steps Xerox will take to cure its contract breaches.

0

...

0

24

25

36.

On May 6, 2014, DHSS sent a letter to David Zirl, a Xerox agent and

representative in his capacity as Senior Vice President and Managing Director for Xerox
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1

Government Healthcare Solutions for the Western Region. In the letter DHSS notified

3

Xerox that its response to the Notice to Cure was deficient. DHSS demanded a targeted

4

approach to addressing the demand for cure. DHSS detailed the specific elements that

5

the CAP must include.

6

37.

Soon thereafter, and in accordance with Section A.8.5 of the contract,

7

Xerox and DHSS represe.ntatives met to discuss and attempt to resolve Xerox's failure
8
9

to cure. Xerox representatives made a presentation outlining steps Xerox proposed to

10

undertake. The presentation and supporting documentation did not adequately address

11

Xerox's deficiencies and did not indicate an appropriate cure to its breaches. Xerox

12

asked for additional time, until August I, 2014, to remedy admitted defects and failures.

13

The State demanded that Xerox cure its long-standing breaches by June 30, 2014.

14

38.

On June 30,. 2014, Xerox provided DHSS a document that plainly did not

)5
16

constitute a CAP sufficient to meet DHSS's demands, contract requirements, or industry

17

standards. The document proposed completion dates as late as December 20 14. Among

18

other problems, it treated as satisfied work deadlines that had already passed for work

19

that remained unsatisfactory and incomplete.
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Xerox's proposal, if accepted, would have allowed for project completion

l-a:alZ4;N

OwW..J -

tfi~c.,~ct_~

;:Ect<:x:UII- w
I- ~
a::i::x:g;a:z

w

l5

~l-0000

u. z u.. ::x: :x:

~~ci:~go.
0

,.., <t

u.
u.
0

0
..

<')

21

more than twelve months after Medicaid eligible services had been provided. This
'22

timing would have expos1ed the State to substantial risk, including but not limited to the
23

24
25

risk that DHSS would compromise the State' s ability to claim the full federal funding
match of 90% on DOI services. Furthermore, Xerox 's proposal did not adequately
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2

address significant MMIS defects, including but not limited to defects discovered

3

following the October :t , 2013 "go live'' date. OHSS therefore reasonably and

4

appropriately rejected the proposal.

5

40.

On July 2, 2014, the State sent gave Xerox a Request for Mediation under

6

Section A.8.5 of the contract. The parties conducted mediation on September 10 and 11 ,
7
8

2014. The mediation was unsuccessful.

9

VI. Causes of Action

10

Oount 1 - Breach of Contract and Bad Faith

11
12

41 .

DHSS restates and incorporates herein by reference all prior allegations.

42.

In view of Xerox 's actions, omissions, and misconduct, Xerox

is in breach

13

of the MMIS contract. X,erox's breaches include, but are not limited to, breach of the
14

covenant of good faith and fair dealing applicable to all contracts under Alaska law.
15
16

43.

Xerox's breaches additionally include, but are not limited to: its failure to

17

correct or re-perfonn inadequate services; it' s replacement or reassignment of key

18

personnel without consent; its failure to ensure that its personnel are qualified; its failure

19

to meet service related performance standards and other system service levels; its failure
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provide monthly perfom1ance reports; its failure to give written notice of DHSS
22
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to provide an MMIS in accordance with contract standards; its failure to adequately

23

eligibility for perfonnanc,e credits due to Xerox's failure to achieve service levels; its

~

0

24

failure to transfer the pare11t guaranty to Xerox after Xerox purchased ACS; its failure to

,.,~

obtain DHSS approval for a subcontractor; its failure to provide the state a copy of that

_)
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2

subcontract 30 days prior to the subcontractor starting work; its failure to provide

3

deliverables and perform services at the skill level required by contract; its failure to

4

perform equipment, hardware, software, and system maintenance and support as

5

contractually required; it's failure to adequately provide training, knowledge transfer,

6

and other servjces; and, its failure to provide a suitable CAP.
7

44.

As a consequence of Xerox's contract breaches and bad faith , DHSS has

8

9

been harmed as described herein and is entitled to compensatory, special, consequential,

10

and incidental damages, specific performance, declaratoTy relief, injunctive relief, and

11

other relief as requested bielow.

12

13

Count 2- Breach of Warranty
45 .

DHSS restates and incorporates by reference all prior allegations.

46.

In v iew of Xerox's actions, omissions, and misconduct, Xerox is in breach

14

15
16
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of express and implied warranties in connection with the MMIS related services and

17

products it sold to DHSS, which products are or may constitute "goods" under Alaska's

18

commercial code.

19

47.

20
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Xerox's warranty breaches further include but are not limited to its

contractual warranty to comply with all applicable laws, which v iolations of law are
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further described herein b1elow.
22
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48.

As a consequence of Xerox ' s warranty breaches DHSS has been harmed

as described herein and is entitled to compensatory, special, consequential, indirect, and

25

26
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2
..,

.)

incidental damages, specific perfonnance, declaratory relief, injunctive relief~ and other
relief as requested below .

4

5

Count 3 -- Quasi-Contract and Other Grounds for Estoppel
49.

DHSS restates and incorporates herein by reference all prior allegations.

50.

Xerox,

6

through

its

promises,

statements,

actions,

interactions,

7

representations, and other conduct described herein, caused or induced DHSS to rely to
8
9

JO
11

12

13

its detriment upon Xerox and/or to refrain from undertaking steps to protect DHSS's
rights with respect to the defective MMIS and Xerox's related misconduct.
51.

As a consequence DHSS has been harmed and is entitled to relief under

one or more doctrines of estoppel. Such relief includes but is not limited to
compensatory, special, and incidental damages, specific performance, declaratory relief,

14

injunctive relief, and otheir relief as requested below.
15

Count 4 - Misrepresentation and Nondisclosure

16
17

52.

DHSS restates and incorporates herein by reference all prior allegations.

18

53.

In view of Xerox's actions, omissions-, misconduct, representations,
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assurances, and certifications described herein in detail and with specificity, Xerox has

m
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breached duties owed to DHSS by committing intentional and/or negligent
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misrepresentations

and/or

nondisclosures

of

material

fact.

The

intentional

22

misrepresentations and/or nondisclosures are outrageous and in conscious disregard of
23

24

the rights of DHSS and others.

25

26
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54.

2

As a conse:quence DHSS has been harmed and is entitled to relief

3

including but not limited to compensatory, special, consequential, indirect, and

4

incidental damages, punitive damages, specific perfonnance, declaratory relief,

5

injunctive relief, and other relief as requested below.

6

7

Count 5 - Unfair Trade Practices

8
9

lO
11

DHSS restates and incorporates herein by reference all prior allegations.

56.

Xerox 's conduct described herein constitutes unlawful acts and trade

practices subject to Alaska's UFTPA, AS 45.471 et seq.

12
13

55.

57.

Specifically,, X erox's conduct constitutes unfair or deceptive acts or

practices in the conduct of trade or commerce pursuant to§ § 47l(b)(4), (6), (11), and

14

(12).
15

16

58.

Xerox ' s conduct in this regard entitles DHSS to all rights and remedies

17

available under the UFTP A, including but not limited to: the powers vested in the AGO

18

under §§ .495(a) and (b) and .501(a) and (b). DHSS' s assertion of these powers in this

19

action is without prejudice to DHSS's right to pursue appropriate remedies in Alaska
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Superior Court, either concurrently with or subsequent to this action. No waiver or
estoppel may be inferred.
59.

23

24
25

As a consequence of Xerox's UFTPA violations DHSS bas been harmed

and is entitled to relief including but not limited to relief as contemplated in the UFTP A
(treble damages, actual reasonable attorney fees and costs).
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Count 6 - Declaratory Relief

2
3

4

s

60.

DHSS restates and incorporates herein by reference all prior allegations.

61.

In light of the contract and warranty relationships between DHSS and

Xerox as described hereiini and in light of Xerox's ongoing actions, omissions, and

6

misconduct detrimental to DHSS and the public health, safety and welfare, there is an
7
8

9

actual case or controversy upon which the COA may provide declaratory relief.
62.

There is an actual case or controversy regarding DHSS's contract rights

10

and remedi es, including but not limited to DHSS's right of rescission and

11

reimbursement in the event DHSS elects to rescind.

12
13

63.

There is an actual case or controversy regarding DHSS's warranty rights.

64.

There is an actual case or controversy regarding Xerox's obligation to

14

cure, and when cure must be implemented.
15

16

65.

There is an actual case or controversy regarding Xerox's obligation to

17

indemnify DHSS pursuant to the contract in the event healthcare providers, health

18

recipients, or others initiatte claims against DHSS in connection with the failed MMIS.

19

DHSS asserts that it is entitled to full indemnity.
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There is an actual case or controversy regarding the State's right to collect

or otherwise impose liquidated damages. DHSS has asserted its right to liquidated

22
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66.

23

24
25

damages und€r the contract, and has quantified such damages by letter to Xerox dated
September 19, 2014.
67.

DHSS seeks a declaration of its rights with respect to all of these issues.
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Count 7 -Injunctive Relief

2
3

68.

DHSS Restates and incorporates herein by reference all prior allegations.

4

69.

Based on Xerox's conduct as described herein, DHSS is entitled to

5

injw1ctive relief in order to prevent irreparable harm to DHSS, to healthcare providers

6

and recipients described herein, and to the public health, safety, and welfare.
7
8
9

10
11
12

70.

DHSS 's request for injunctive relief is without prejudice to DHSS 's right

to pursue such relief in Alaska Superior Court either concurrently with or subsequent to
this action. No waiver or estoppel may be inferred.
71.

DHSS is entitled to injunctive relief including but not limited to:
A.

An interim injunctive order requiring Xerox to pay liquidated

13

damages pending the outcome of this case.
14

B.

An interim injunctive order requiring Xerox to directly reimburse

15
16

17

healthcare providers pending the outcome of this case.
C.

An injunctive order requiring Xerox to rectify all identified,

18

known, or knowable defei~ts, deferred functionality, and performance failures by

19

December 31 , 2014.
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An interim injunctive order requiring Xerox to defend, indemnify,
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DHSS arising from Xerox's acts, omissions, conscious disregard, and misconduct
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and hold DHSS harmless in the event of claims by healthcare providers or others against
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0
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described herein, pending the outcome of this action.
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E.

2
3

4

An inJunctive order requiring Xerox to submit by October 15 2014,

a CAP for OAH andDHSS approval. The CAP must:
•

resolve the M1'1IS defects, and MMIS services areas that are not operating

5

correctly;
6

•

specify that Xerox will implement the CAP according to a clear, accurate, 60

7

calendar day schedule, and based on underlying data that can support the

8

schedule that will be provided and explained completely to DHSS; must be

9

detailed, crediblle, accurate and acceptable;

I0
11

•

12

explain in detail and with specificity how Xerox built the CAP, and what
resources Xerox used in so doing;

13

•

include, in the event of requests by Xerox for schedule changes, a mechanism

14

for DHSS and COA review and approval or disapproval of such changes;

15
16

-'
<(

0

zw

"'w-

a:

0

quality problems or other deficiencies hereafter identified by DHSS, Xerox,
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or others;
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•

include a subcontractor management plan;

•

identify in detaiil and with specificity all persons or entities who will execute

20
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include a plan to rectify MMIS product defects, performance failures, delays,

17
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•

each task in the CAP;
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•

recognize continued oversight by the COA;

24

•

comply with and recognize the ongoing application of all contract terms;

•

follow and comport with Xerox's software development methodology

0

25
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2

•

3
4

provide an overview of, and explanation of its software development
methodology;

•

5

disclose in detail and specificity all details about how the CAP was built,
including resource and other staff allocations, critical path tasks identification

6

and task dependencies, staff overlaps, and how Xerox arrived at its dates, and
7

a promise not to remove staff approved by DHSS without DHSS' s approval;

8
9

•

address probh::ms with overall project management, communications

I0

management,

11

management and certification management.

12

F.

technical

management~ operations management,

staffing

An mvunctive order additionally requiring that Xerox:

13

•

by December Jl, 2014 analyze (and provide DHSS the results of its analysis

14

ot) a statistically valid sample size of adjudicated claims processed since

15

October 1, 2013;

16

17

•

18

contemporaneously send to DHSS Xerox's analysis work as it is completed,
with the fully completed analysis results delivered by December 31, 2014;
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in error as identified in the analysis;
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provide full support for Provider Recoupment processes for any claims paid

22

•

for open items or areas of dispute identified in the above analysis, allow for

')"'

_.,

review by DHSS, Alaska Medicaid, and others of all approved design

24

documentation and Alaska Medicaid rules to identify differences, and

25

distinguish defects versus work needed to be done under change requests.
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2

.,.,
4

5

G.

Altematively, if X erox contends that it is would be impossible or

impracticab1e for it to provide a CAP as hereinabove described, and injunctive order
compelling Xerox to othe1rwise continue to perform its MMIS contract obligations until
DHSS is able to obtain

ai

replacement contractor and system vendor; and compelling

6

Xerox to fully cooperate during transition to the replacement vendor.
7

8

H.

For additional injunctive relief to be specified by DHSS.

9
10

WHEREFORE, DHSS prays for the following relief:

11

1. judgment in favor of DHSS and against Xerox;

12

2. an award of compensatory, special, consequential, indirect, and incidental

13

damages;
14

3. an award of treble damages under AS 45.50.531 ;
15
16

4. an award of punitiv e damages under AS 09.17.020;

17

5. pre-and post-judgment interest at the legal rates;

18

6. costs and expenses, including but not limited to attorney fees under AS

45.50.537 and as o1therwise provided by law and in the Contract;
7. declaratory relief in favor of DHSS;

8. specific performance and injunctive relief in favor of DHSS;

24
25
26
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2

..,

.)

4
5

9. such other and further relief available under the contract and/or the as the OAH
deems just and equitable.

6

DATED this 22th day of September, 2014.
7

MICHAEL C. GERAGHTY
ATTORNEY GENERAL

8
9
10

By:
II

. urke
Senior Assistant Attorney General
ABA No. 901100885
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13

]4

Certificate of Service

]5

I certify that on this 22nd day of September, 2014,

16

a copy of the foregoing document was emailed
and sent via Certified U.S. Mail to the following:
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David Hamilton, Group President
Xerox Government Healthcare Solutions
45 Glover Avenue
P .O. Box 4505
Norwalk, CT 06856
Peter Weis
Vice President & Senior Corporate Counsel
Office of General Counsel
Xerox Business Services, LLC
820 Stillwater Road
West Sacramento, CA 95605
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2

BEFORE THE ALASKA OFFICE OF ADMINISTRATIVE HEARlNGS ON
REFERRAL BY THE C0iv1Iv1ISSI0NER OF ADMINISTRATION

3
4
5

6

7
8
9
~

STATE OF ALASKA, DEPARTMENT )
OF HEALH AND SOCIAL SERVICES )
V.

)

)
XEROX STATE HEALTHCARE, LLC )
~--------)

AFFIDAVIT OF MARGARET BRODIE
STA TE OF ALASKA

.. '

IO

THIRD JUDICIAL DISTRJCT
12

15
16

)
) ss.
)

I, Margaret Brodie, being first duly sworn, upon her oath, deposes and says:

Factual Background

13

14

OAH No. 14-16-CON
Agency No. 060706

1. I am the Director of the Division of Health Care Services (DHCS)
for the Department of Health and Social Services (DHSS) and have acted in this
position since June 2012. The duties of my position include the supervision of the

17

Enterprise Project Design, Development, Implementation (DDI) Manager and the
...I
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Medicaid Medical Director.
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2. Alaska's Medicaid Management Information System ("rvrMIS")
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was established in 1987 to process and pay Medicaid claims. Since then, the number
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of Alaskans enrolled in medical assistance programs has grown to more than 140,000.
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Today, Alaska's MMIS pays about $1.5 billion annually in state and federal money

24

to doctors, hospitals and others who care for Medicaid and Denali Kid Care patients.
25
26
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3. In late 2006, DHSS issued a Request for Proposals ("RFP") to replace

2
3

the old, legacy MMIS. The legacy system had been in place since 1987 and was not

4

Internet-dependent and did not comply with changing federal requirements, including

5

the Affordable Care Act. The RFP sought a new system flexible enough to support a

6

variety of health care delivery systems and capable of processing claims and data from
7

multiple programs and multiple plans. Importantly, the tvIMIS has to be certifiable by
8
9

the Centers for Medicare and Medicaid Services ("CMS"). CMS is the federal agency

10

responsible for administration of several key federal health care programs including

11

Medicare, Medicaid, the Children's Health Insurance Program, and the Health

12

Insurance Portability and Accountability Act. CMS provides 90% of the funds for

13

the design, development and implementation of the rvfMIS (DDI), and 75% of the funds
14

for the operation of the M:MIS, once it has been certified.
15

The delay in providing acceptable DDI Deliverables 6, 7, and 8

16
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The DDI portion of the contract was divided into

eight deliverables:

19

20
21

22
23

Milestone
Project Initiation (DOI 1)
Requirement Verification

Contract Price

Contract
Completion Date

Actual Delivery
Date

$1,617,333.90

12/31/2007

6/18/2008

(DOI 2)

8/31/2008

System Design (0013)

$6,469,335.60
$3,234,667.80

10/31/2009

Conversion (DOI 4)

$3,234,667 .so

5/31/2010

3/1/2009
5/13/2010
12/7/2012

$3,2341667 .80
$3,234,667.80

10/31/2009
· 10/31/2009

sa;z34,ss1Jm

. .• 4/30/2010

$8,086,669.50

. 5/31/2010

MMIS Development (DDI
5)

24

25

.
Testing•(DDI 6)
Acceptance.Test (DDI 7) . .
Implementation (DOI 8)

12/1/2012
11/30/2013*

11/30/2013*
. 5/20/2014*
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2
3

DHSS has not yet accepted DDI 6 or 7: Testing (excluding acceptance testing)

4

and Acceptance Testing. And Xerox did not complete DDI 8: Implementation.

5

5. Prior to "go live" on October 1, 2013, Xerox represented to the State

6

that it performed extensive "system testing" on the MMIS, allegedly running over
7

13,000 test cases to confirm that the system met the essential requirements necessary
8

9

for Go Live. The State understood, based on Xerox's statements, that approximately

IO

90% of the functionality was to be implemented and that the system was ready to

11

Go Live. Wanting to get at least part of the long-delayed IvIMIS up and running,

12

the State agreed to allow Xerox to "go live" on October 1, 2013 on the portion of the

l3

1v1MIS that Xerox said was 1'completed". The State did not give its acceptance of the
14

MMIS. Acceptance was withheld because of the then-known defects in the system
15
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deferred. To date the system has not been fully implemented.

6. As a result of Xerox's testing and representation that the Enterprise
MMIS was ready, the State allowed Xerox to "go live" with Enterprise on October 1,
2013. At the same time, the State stopped using its existing legacy system to pay

21

providers. Once operations were shifted to Enterprise, it was not possible to restart
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and because the development and implementation of other parts of the system were

22
23

the legacy system. Although the State was aware that Enterprise had defects, the State

24

relied on Xerox's representations and the provided schedule of fixes in making the

25

decision to cut over from its old legacy system to Enterprise. Xerox's defective testing,

26
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2

failure to fully implement Enterprise, and failure to cure has caused the state to suffer

3

devastating harm that is difficult to fully quantify.

4

5

7. Defects in the MMIS: The following are defects in the Enterprise
system that directly result from Xerox's failure to meet the DDI milestones.

6

In particular, these defects arise from Xerox's failure to provide a fully tested
7

and accepted deliverable for DDI 6, 7, and 8.
8

9

•

System is unable to accurately balance claims as a result of a rounding
error imbedded within the system;

•

Extreme slow system performance surrounding medical service
authorization functionality;

•

System does not price claims correctly (12.4 percent of all claims are not
priced correctly);

•

System fails to pay certain categories of claims (e.g. hospital stays longer
than three days);

•

System inappropriately denies claims (many remain wrongly denied and
outstanding for over a year);
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•

System is unable to process many claims, causing the claims to suspend;
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System lists claims as being paid, but links no provider to the claim, so
checks can't issue and the claims aren't paid;

ow

22

•

System pays wrong provider; (also problematic because the checks go to
the wrong provider with an EOB - this is protected health information);

•

System is not able to produce the cost based reports needed to change the
provider rates;
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2

•

System is unable to correctly process third party liability insurance
(situations where private insurance pays share of claim prior to Medi<;:are).

3
4

Harm to the State

5

The following paragraphs further describe the defects in the system

6
7
8

and describe the harm to the State arising from the defects.
8. Failure to financially balance claims: The first claims payment cycle
in Enterprise MMIS was completed on October 4, 2013, but the claims failed to

9

financially balance. Financial balance of claims is a fundamental tenet of rvIMIS claims
IO

processing and had never been an issue for the State of Alaska. Several DHCS staff
11

12

spent the weekend working with a team from Xerox to attempt to isolate the issues that

13

resulted in the off balance cycle. We were eventually able to identify to the exact penny

14

where the reports did not match the processed claims and this led to the discovery

15

16

of a rounding error within Enterprise. Due to this rounding en-or~ additional adw!10c
reports had to be developed for the weekly cycle so that we could pay providers.
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staff time and resources. This has remained as an ongoing issue under Enterprise.
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There has not been a single instance where the claims have balanced coITectly
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9. Problems with Service Authorization Functionality and User

24

Input Screens: There were the expected issues with new system stability at first
25

26

and some things did improve daily. However, a major early problem was the new
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2

service authorization functionality and user input screens. Legacy included a portal for

3

service authorization entry and management called SmmiPA which was user-friendly

4

for State and Xerox staff. The new Enterprise screens were so cumbersome and

5

operationally slow that an activity previously performed in 60 to 90 seconds in Legacy:

6

now took almost 30 minutes to accomplish in Enterprise. All travel, waiver, hospital
7
8

9

10

11
12

stays, durable medical equipment orthotics, and behavioral health services are service
authorization dependent. This translated into providers being unable to obtain service
authorization to provide services to our recipients and ultimately, not being paid timely.

10. Responding to Provider Complaints: The Xerox command center
was not prepared to deal with the overwhelming number of service authorization calls

13

and complaints from providers arising from Enterprise problems. Attached hereto
14

as Exhibit 2-A are true and correct copies of correspondence from providers to DHSS
15
16
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field a huge increase in calls every day which was overflow from providers being

18

unable to get through to Xerox. The Enterprise system immediately and completely
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and/or its counsel surrounding problems with Enterprise. The State has been forced to

19

overwhelmed Xerox staff, state staff, and providers.

20

11. State staff time performing Xerox's work and Responding to
21

problems with Enterprise: Due to the enormous number of issues since this system
22

23

has gone live, the State began tracking the amount of time its staff spends performing

24

work that belongs to Xerox under the Contract and has calculated those costs at $4.5

25

million to date. In addition to the fiscal agent work that state staff is doing, DHCS has

26
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2

had to hire additional staff to keep up with the additional workload. We have also had

3

to maintain the DDI State staff in order to address defects and change orders that still

4

have not been completed. This additional staff to date has cost the state $640,385 and

5

will continue to cost at least an additional $211,779 each year as long as we are using

6

the Enterprise system.
7

12. Loss of federal matching funds: In order for the State to receive
8
9

financial match from CMS (ranging from 50 to 90 percent of the share of the costs to

10

design, implement, and operate), the system must be certified. The certification process

11

consists of a number of steps that include filing an advance planning document (APD),

!2

a description of the costs and benefits of the proposed project; and an account of the

13

activities and costs covered by the request. The prior approval process occurs before
14

the initiation of any work. Once the system is complete, CMS conducts an onsite review
15
16
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in fixing defects and completing implementation, CMS has dropped the State's
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reimbursement rate from 75% FFP (Federal Financial Participation) to 50% for the
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administration of the new system. (SOA Bates Nos. 1163-11638] This has resulted in
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funding crosses fiscal years. The state has to make up the difference,
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the State paying back $2,909,341 to the federal government. Significantly, this lack of

23
24
25

which diverts state funds from other important projects, resources, opportunities.

13. Advances to Providers: Prior to Enterprise going live, DHCS worked
with Xerox to identify providers that rely heavily on Medicaid payments for their

26
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2

business. The State predetermined an amount to advance each of these providers equal

3

to six weeks of their usual Medicaid payments so that they would not be harmed by the

4

two week shut down of Legacy and the start-up period of Enterprise. Many unforeseen

5

issues caused these and other providers' claims to not process through the system,

6

so we had to expand these "advance" payments to "interim" payments and also make
7

them available to additional providers .. We have now issued a total of $164,633,356.00
8

9

in "advances" to providers. These were payments for valid claims that providers had

10

submitted or attempted to submit to Enterprise for payment, but the claims suspended,

11

denied, or paid inappropriately. Of the $164 million issued, we have collected back

12

$60,476,117. Our current outstanding balance is $104,157,239. This amount will likely

13

never be fully recovered due to crossing fiscal years, the inability of Enterprise to
14

provide accurate records, and providers going out of business. Even if we are allowed
15

16

to claim these monies in the future, it will be within a different fiscal year and the State

[7

may not have authority to utilize the funds. A total of 18 providers have gone out of

18

business after taking advance payments. The total amount of advances that we will

o

19

recover from these providers is $1,425,520 to date and could increase as we are still
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dealing with Enterprise issues that are adversely affecting certain providers.

21

Had Enterprise been working properly, these advances would not have been necessary.
22
23

14. Loss to the general fund: In an attempt to mitigate the damage,

24

the State asked CMS for permission to manually adjudicate these claims and draw down

25

the federal dollars associated with them. CMS granted permission and in June 2014,

26
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2

we moved these expenditures to codes that would allow us to federally claim them.

3

The federally claimed dollar amount associated with these claims is $78,653,426.

4

The funds were drawn down in June 2014, but this was subsequently overruled by

5

Legislative Audit, and we have had to pay back the federal funds. Due to the inability

6

to draw down this amount, the general fund for state fiscal year 2014 was sh011ed the
7

$78,653,426 which could have been re-appropriated for other purposes.
8
9

15. Loss of insurance payments: DHCS contracts with a third party

IO

liability ("TPL") vendor that recovers Medicaid expenditures from recipient insurance

11

policies. Since go-live, Enterprise had adversely affected our TPL contractor's ability

12

13

to fulfill their contractual obligations. For example, the contractor has been unable to
get a reliable data interface from Enterprise since go live resulting in the TPL contractor

14

being unable to collect on claims that should have been billed to a private insurance
15
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$12 million per year for this task. In fiscal year 2014 they collected $6,257,935 which
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is more than $6 million sh011 of the previous year's collections. They also collect for
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claims that should have been billed to Medicare rather than Medicaid. Medicare has
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company rather than to Medicaid. The contractor typically collects on average
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the State lost the ability to Claim $731,337 in Medicare payments. Another six months
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strict time limits under which a claim for these services can be made. As of July 2014

23
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have passed so that number is now estimated to double or $1,462,674. Since go-live,

In addition, Enterprise has not been able to process third party liability insurance
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2

correctly. This is where commercial insurance companies pay their share before

3

Medicaid pays considers payment.

4
5

16. Harm Caused by Xerox subcontracting to Cognizant for DDI

and failing to fully staff the project: After Enterprise went live, the State was

6

informed that Xerox had subcontracted the development piece to a company known
7
8

9

as Cognizant back in August of 2013. Cognizant staff that Xerox assigned to interface
with the State team were given Xerox email addresses so the State had no way of

10

knowing that they were working with an entity other than the contracted fiscal agent,

II

Xerox. From October 9, 2013 through to present day, Xerox has steadily taken

12

manpower and expertise away from the Alaska Enterprise project. The State \Vas not

13

infonned that the command center was disengaged from the project, that certain
14
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level managers were assigned by Xerox to manage the tasks of DDI and Operations.
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Now, only one manager remains. Xerox has left the most critical of all positions,
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the Service Utilization Reviews ("SURS") manager, has been vacant since last May.
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These are all vital positions identified specifically in the contract.
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the Systems Manager, vacant for seven months as of this date. Another critical position,

20
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to be transferred from the project as they were being overworked. Originally, two high
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individuals were transferred to Cognizant, that some quit, and that others had asked

17. Potential liability to the State resulting from audits: In fiscal year

24

2008, Alaska Medicaid had a Payment Error Rate Measurement (PER1v1) of 0.47%

25

w hi Ie the national average was 2. 62 % . In fiscal year 20 11 , the Al ask a Medicaid PERM
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2

rate was 1.4% with a national average of 3.3%. We are currently mid-cycle of the third

3

federal PERM audit, so it has not yet been determined what our error rate will be,

4

but according to a recent payment review report completed by Kevin Quinn at Xerox,

5

Alaska can expect anywhere from 6% to 12.4% PERM error rate. 1 PERM en-ors are

6

extrapolated over the entire population of claims paid in FFY2014. We are expecting to
7

have to pay back to the federal government substantial sums. While DHSS can't know
8

9

10
11

12

what this number will be with certainty, it will likely be between 6% and 12.4% of the
total amount of Medicaid claims paid, which is approximately $1.2 billion.
In addition to the PERM audit we have four other audits occurring right now:
•

The National Correct Coding Initiative (NCCI) audit which is problematic
because Xerox has not been able to produce the NCCI mandatory quarterly
reports since go-live. We do not know what the penalty for non-compliance
will be.

•

The Office of the Inspector General (OIG) has just initiated an audit on Indian
Health Services (IHS) claims. This audit does incorporate the first quarter
of go-live where we know that Enterprise paid fee for service plus the encounter
rate rather than just the encounter; that it did not apply third party liability
cost-avoidance correctly; and it only paid for the first three days of hospital stays
regardless of the length of authorized stay. This audit will not be finalized until
July 2015. There is no way to determine what the damage will be to the state at
this time. This type of audit also uses the extrapolation method so it is likely that
it will result in a significant dollar amount.

•

Legislative Audit just completed its Single State Agency audit. As a result of the
state of Enterprise, the Commissioner of the Department of Health and Social
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On January 29th Xerox made a presentation to the Governor's Chief of Staff
and the Commissioner of DHSS at which it represented that the payment error rate was
1.2%. DHSS strongly disagrees with this percentage and believes the actual percentage
is between 6% and 12.4%
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Services has received two management letters from Legislative Audit.
One formal recommendation is that the "DHSS Commissioner should work with
Xerox to correct defects in the Alaska Health Enterprise (AHE) system."

2
3
4

•

5
6

7

The final audit is currently underway is House Bill 30. We do not know when
Health Care Services will be addressed in the Department's audit. We are sure
that Enterprise will be an issue in the State's ability to provide the required
information needed to complete the audit.
18. Inability to comply with Medicaid mandates, regulations and

8

requirements since Enterprise went live: CmTently the State is out of compliance
9

to

with the following federal mandates as a result of the defective deliverables:

11

•

HIP AA Operating Rules

12

•
•

T-MSIS
Hospital Presumptive Eligibility (CMS made the state come up with a manual
work around)
Referring/ordering provider
ICD-10 (The state was placed on a corrective action plan)
Cost Sharing

13

14
15

•
•
•

16

19. Inability to move forward with regulation projects: due to delays
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and defects in implementation of Enterprise, the State has been unable to move forward
-I

<
~d~
0:

0
0
N

I:!~

c:cw::i:5:g;
8
u.>Z
W<tW·~in
d,

18

-1CluUJ

19

0 z a:::,(/)"'
t-0:lllffi<t N
Ow
--1-

20

Zl=o~<ti;;;
~<t<:z::w"e
1-w0:1-(!] .•
cc:z::~o:<t~
<1-u::,a:o
a.u..zOO:.:
w0
Cw
:il:z

<~5c..

Si:!

ti:

0

21

22

.-<

a....

23
24

and complete the following regulations projects:
•
•
•
•
•
•

Early and Periodic Screening, Diagnostic, and Treatment (EPSDT)
Free Standing Birth Center
New Waiver Regulations
Last EPSDT regulations
Last waiver regulations
Behavioral Rehabilitative Services regulations

•

EMAR reports
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2

20. Lost opportunities; inability to implement State initiatives:

3

We have not been able to implement any state initiatives that would result in savings

4

to the state. We had intended on implementing the Division of Juvenile Justice

5

Medicaid program in March 2014 which would have saved the State approximately

6

$1.5 million a year. Senior and Disabilities Services Telemedicine is not implemented,
7
8
9

which would have saved state travel costs and streamlined the assessment process for
the home and community based waiver program. This was ready to go in October 2013.

JO

The last item is for the Division of Behavioral Health's Behavioral Health Aides.

11

This was intended to save state funds by not having to travel individuals from villages

12

into regional hubs to receive treatment. We have not completed the regulations as there

13

is no specific timeframe for when Enterprise will be able to accommodate this change.
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opportunities, the State will end up having to pay development costs in the millions
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of dollars because many items that are typically configurable in an MMIS, were hard
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coded by Xerox into the core. Things such as new benefit plans, and provider rate
changes should normally take just a few minutes to update. But because they were built
into core and not in relational tables, the state has to pay for the coding changes and
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21. Additional Development Costs: In addition to these lost
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These losses in savings are very difficult to estimate.
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programmers hours in core. The cost to the State for these items being will be millions
of dollars per year.
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2
3

I declare under penalty of perjury that the foregoing is true and correct to the best
of my knowledge.

4
5

Margaret Brodie

6

7

-

8
9
10

SIGNED AND SWORN TO before me on /Jtl:ll11~t1

'1,

2015,

in Juneau, Alaska.
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STATE OF ALASKA~·
..
OFFICIAL SEAL
'.;:f..::_:t.. ,
James Chennault , .. · ...
NOTARY PUBLIC

· . -

My Commission :_'.'!.;_ires With Office

Notary Public in and for Alaska
My commission expires: 1tvi"fl.
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EXHIBIT 3
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House Finance Committee
Margaret Brodie| Director, Health Care Services
Medicaid Payment System Status Update

May 11, 2015
Case 3:15-cv-00177-JMK Document 92-3 Filed 06/25/18 Page 2 of 31

Background
October 2013: Alaska Medicaid program deployed a
new claims payment system developed by Xerox
Corporation to replace the old system.
These systems are known as Medicaid Management
Information Systems (MMIS).
The new system had significant performance problems;
many claims suspended or denied in error, causing
providers to experience serious difficulties getting paid.
2

Case 3:15-cv-00177-JMK Document 92-3 Filed 06/25/18 Page 3 of 31

Background, cont.
• While Xerox worked to fix the system, the State issued advance
payments to providers on request.
• The State has made over $165 million in advance payments. Of
that, the State has recouped $70 million as of May 1, 2015.

MISSION

TO PROMOTE AND PROTECT THE HEALTH AND WELL~BEING OF ALASKANS
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State holds Xerox accountable
• August 2014 – State finds Xerox in breach of contract due to
performance problems.
• October 2014 – Xerox agrees to corrective action plan.
• February 2015 – Administrative hearing on liquidated damages.
Decision pending; next hearing scheduled for August 2015.
• May 2015 – The system is processing new claims at greater than
90 percent accuracy. This is better performance than the old
legacy system.
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TO PROMOTE AND PROTECT THE HEALTH AND WELL~BEING OF ALASKANS
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System Improvement
• Xerox and the State agreed to a Correction Action
Plan requiring correct claims pricing and correct
claims payment by certain timelines.
• Xerox is required to make 17 system corrections,
called Design, Development & Implementation (DDI)
deliverables
• Xerox has submitted all deliverables. They have not
been fully accepted by the State.
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System Improvement, cont.
•

State outlined 38 items that needed to be completed for the
corrective action plan.
• 16 effect claims
• 4 have already been resolved

•

For system acceptance the State outlined:
• 19 deferred items
• 13 DDI deliverables
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System Improvement, cont.
• There are three components to the system:
– Claims processing
– Financial accounting
– Reporting
Claims processing has dramatically improved. Claims are now
processing timely and with over 90 percent accuracy.
• Acceptance by the State depends on:
• Additional fixes to financial reason codes
• Further improvements in reporting
MISSION

TO PROMOTE AND PROTECT THE HEALTH AND WELL~BEING OF ALASKANS
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System Timeliness
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Defects
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System Performance
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Payment Processing

HISTORIC
TARGET

11

Case 3:15-cv-00177-JMK Document 92-3 Filed 06/25/18 Page 12 of 31

February 2015 Affidavit
• A February 2015 affidavit signed by Margaret Brodie, Director of
Health Care Services, outlined the problems the State had with
Xerox’s system since its October 2013 deployment.
• Since that time, many of the defects identified have been
corrected or significantly improved.

MISSION

TO PROMOTE AND PROTECT THE HEALTH AND WELL~BEING OF ALASKANS
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Item Number 7: Defects
• Affidavit: System unable to accurately balance claims as a result of
an embedded rounding error
• Current Status: CORRECTED, April 2015
• Affidavit: Slow system performance on medical service
authorization – authorizations were taking 30 minutes
• Current Status: IMPROVED: Authorizations are taking 5 to 10
minutes. Xerox has committed to continuous improvement.
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Item Number 7: Defects cont.
• Affidavit: System does not price claims correctly (12.4 percent of
all claims are not pricing correctly):
• Current Status: CORRECTED, March 2015.
• Affidavit: System fails to pay certain categories of claims (e.g.
hospital stays longer than three days)
• Current Status: CORRECTED with minor exceptions:
• TEFRA – solution ready to go (few claims)
• Hospital stays where Medicaid is secondary payer primary
(low dollar amounts)
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Item Number 7: Defects, cont.
•
•

Affidavit: System inappropriately denies claims; many remain
wrongly denied and outstanding for over a year
Current Status: CORRECTED. New claims are processing
correcting.
• Backlog: Old claims wrongly denied have been identified and
are being reprocessed. Many providers have resubmitted
claims and been paid. September target for completion.
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Item Number 7 Defects cont.
•
•

Affidavit: System is unable to process many claims, causing the
claims to incorrectly suspend.
Current Status: CORRECTED.

Some claims suspend because they require manual review:
School‐based services suspend pending payment of the school district’s state match.
Durable medical equipment claims suspend for manual review of the invoices.
Claims that require medical necessity justification suspend until payment is authorized.
Claims that were first billed to insurance suspend until any insurance payments are
reviewed.
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Item Number 7 Defects cont.

•

Affidavit: System lists claims as being paid, but links no provider
to the claim, so checks can’t issue and the claims aren’t paid.
Current Status: CORRECTED.

•
•

Affidavit: System pays wrong provider.
Current Status: CORRECTED.

•
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Item Number 7 Defects cont.

•

Affidavit: System is not able to produce cost‐based reports
needed to change provider rates
Current Status: Xerox correction target date June 2015

•
•

Affidavit: Error with third‐party liability insurance
Current Status: CORRECTED.

•
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Item Number 10: Responding to Providers
• Affidavit: Xerox is not adequately responding to provider calls.
• Current Status: The number of calls being abandoned has decreased
significantly. This means Xerox has increased its capacity to handle
provider calls.
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Item Number 11: State Staff Time

• Affidavit: Xerox system problems are requiring State time and
resources.
• Current Status: State staff time spent working with providers on
claims problems has decreased considerably in the last three
months.
• DHSS has one dedicated FTE remaining through December
2015.
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Item Number 12: Loss of Federal Match

•
•

Affidavit: Xerox problems are delaying enhanced federal
reimbursement to the State for the MMIS project.
Current Status: When the system is certified the State will receive
the 25% enhanced match. There is no loss of federal funds.
• CMS letter: “Upon certification….the state may retroactively
claim the remaining 25%”
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Item Number 13: Advances to Providers
• Affidavit: The State is having to advance payments to providers due to Xerox system problems.
• Current Status:
•
$165 million in advance payments have been issued
•
$70 million has been recouped from providers; collections are ongoing.
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Item Number 14: General Fund Shifting

•

•

Affidavit: Legislative Audit disallowed manual
adjudication of advance payments, delaying State’s
ability to receive federal match FY 2014.
Current Status: Correction in progress. As we
process these claims though the MMIS system, the
State will be able to receive federal reimbursement
in FY 2015 and FY 2016.
• There is no loss of general funds.
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Item Number 15: Loss of Insurance Payments
•
•
•

Affidavit: System did not produce clean data to allow state to
bill third‐party payers.
Current Status: CORRECTED.
Going out this week:
• Commercial insurance billing: $37 million
• Commercial insurance billing: $200 thousand
• Medicare billing: $48 thousand
• Going out next week:
• Medicare B billing: $25 thousand
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Item Number 16: Xerox not Fully Staffed

•
•

Affidavit: Xerox did not sufficiently staff its Alaska project
Current Status: Xerox continues to recruit for these
positions. State is monitoring closely.
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Item Number 17: Liability of Audits
•
•

•
•

Affidavit: We anticipated Xerox problems would cause the State to have high error
rates in federal Payment Error Rate Measurement (PERM) audits
Current Status: Preliminary results from the PERM audit in March, April, and May are
very positive, with lower‐than‐expected error rates.
Affidavit: Xerox’s processing of editing claims does not meet federal criteria.
Current Status: Xerox is working on it. This problem is not unique to Alaska and exists
throughout Xerox’s MMIS legacy and new systems.

• Affidavit: State concerned about federal Office of Inspector General (OIG) audit of IHS
payment.
• Current Status: Audit not finalized yet.
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Items 18 and 19: Mandates & Regulation
•
•

Affidavit: Concern Xerox system would hamper State’s capacity to comply with
Medicaid mandates and regulation projects
Current Status: Capacity has improved and we are addressing the mandates and
regulation projects:
•
ICD‐10 is on schedule.
•
Xerox provided T‐MSIS proposal – currently negotiating
•
HIPAA Operating Rules is in progress.
•
Mandates were prioritized and the remaining will follow completion of the
above.
•
Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) in progress.
•
Free Standing Birth Center in progress.
•
New Waiver Regulations in progress.
•
Last EPSDT regulations in progress.
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Item Number 21: Future Costs
•
•

Affidavit: Built‐in system problems may create more costly
maintenance.
Current Status: Xerox and the state are taking steps to work
cooperatively to reduce costs as much as possible.
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Reprocessing
•

230,371 claims to be reprocessed that will result in a payout
• Have been prioritized and work is on‐going
• Can reprocess approximately 20,000 claims an hour

•

226,000 claims to be reprocessed that will result in recoupment
• Letters went out to these providers on May 1st

•

5,436 claims to be reprocessed – no financial impact
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QUESTIONS?
Thank You
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Alaska Department of Health and Social Services

May 11, 2015

Medicaid Claims Payment System: Background and Status
Background
In October 2013, the Alaska Medicaid program deployed a new Enterprise system developed by
Xerox Corporation to replace its 25-year-old claims processing system. These systems are
known as Medicaid Management Information Systems (MMIS).
There were significant and widespread performance problems with the new system; large
numbers of claims were either suspended or denied in error, causing providers to experience
serious difficulties getting paid.
While Xerox worked to fix the system, the State issued advance payments to providers on
request to provide financial stability. To date, the State has made over $165 million in advance
payments. Of that, the State has recouped $70 million as of May 1, 2015.
Please see page 4 of this report for a timeline of relevant events.

Status of claims processing
Since December 2014, Xerox has made significant improvement. The system is now processing
more than 90 percent of new claims without suspension; i.e., claims are paid or denied the first
time they are submitted. This is better performance than the old legacy system.
The system is also meeting and exceeding timeliness standards. The chart below shows
timeliness of paid and denied claims since February 25, 2015.
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Alaska Department of Health and Social Services

May 11, 2015

The chart below shows the disposition of claims from January 2014 through May 2015.
“Suspended claims” includes both old claims that are continuing to suspend, and new claims,
which are suspending at a much lower rate. The State began tracking old and new claims
separately in March. Please see page 3 for definitions.

Of the 9 percent of new claims that are suspending, many are suspending correctly. A certain
percentage of claims should suspend, because certain types of claims require manual review:


School-based services are set to suspend pending payment of the school district’s state
match. The claim is paid once payment is received.



Durable medical equipment claims are set to suspend for manual review of the invoices
to verify amounts due.



Claims that require medical necessity justification suspend until payment is authorized.



Claims that were first billed to insurance suspend until any insurance payments are
reviewed.
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Alaska Department of Health and Social Services
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Payment Process and Definitions
When a provider submits a claim to MMIS, the claim can be paid, denied, or suspended.
Paid: The claim is paid.
Denied: The claim is not paid. To be reconsidered, it must be resubmitted or reprocessed.
Suspended: The claim is not paid or denied, but is flagged for further review. It is automatically
reprocessed each time claims are run, until it goes into paid or denied status.
Each of these outcomes can occur correctly or in error.
Timeliness:


Timely Claims Filing: Providers have up to 12 months from the date of service to bill, so
it is possible to pay a claim timely more than a year after a service has been provided.



Timely Claims Processing: To be considered timely-processed, 90 percent of most
claims must be paid or denied within 30 days of the date of receipt. Ninety-nine percent
of most claims must be paid or denied within 90 days of the date of receipt.

Backlog
Xerox is working through a backlog of incorrectly suspended claims that developed when the
system was deployed in October 2013.
The State advanced payments to providers so as not to penalize providers for a faulty system.
Xerox has now worked through the bulk of the backlog of suspended claims. The State currently
makes about 5 advance payments a month due to system-related delays system. The remaining
backlog involves reprocessing previously submitted claims that were paid or denied in error. The
State anticipates this reprocessing will be completed by the end of the calendar year.

Readiness for Expansion
The State’s Medicaid payment system currently processes claims for more than 150,000
beneficiaries. Expansion is expected to add 20,000 beneficiaries in the first year, an increase of
13 percent. Actual claims are anticipated to increase at a lower rate, because the expansion
population is expected to use fewer services per person than those individuals currently covered
by Medicaid. This is because the expansion population is comprised of non-disabled adults
without dependents. Those currently covered are the disabled, children, and adults with
dependents including pregnant women.
The Walker administration is proposing to expand Medicaid effective August 1, 2015. Given the
progress that has been made over the past six months with the Medicaid payment system, its
current level of function, and ongoing system improvements, the State and Xerox believe the
payment system will be able to handle the additional claims generated by Medicaid expansion
without adversely impacting providers.
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Alaska Department of Health and Social Services
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Timeline
October 2013 – Xerox deploys new Medicaid claims payment system with widespread
performance problems. State suspends payments for MMIS Enterprise work.
August 2014 – State finds Xerox in breach of contract due to performance problems.
September 2014 – Mediation between State and Xerox fails; State requests hearing before an
administrative law judge on liquidated damages. State suspends payment for Xerox fiscal agent
operations.
October 2014 – Xerox agrees to corrective action plan with March 2015 deadline for resolving
all major defects. Plan stipulates that Xerox will not be paid until it satisfactorily meets the terms
of the corrective action plan.
December 2014 – Governor Walker sworn in; appoints Commissioner Valerie Davidson;
Governor meets personally with top Xerox officials.
February 2015 – Administrative hearing on liquidated damages. Decision pending; next hearing
scheduled for August 2015.
March 2015 – Xerox makes significant progress but does not meet March deadline and remains
under corrective action plan. Of 17,000 defects identified, fewer than 100 remain. Ninety percent
of new claims are processing correctly.
May 2015 – As of May 1, the system is suspending claims at a lower rate than at any time since
the system was deployed, at a rate of 9 percent. Following Xerox’s deployment of fixes in April,
74 defects remain, with 3 rated critical.
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About This Manual
The Department of Health and Social Services (DHSS) is the state agency designated to administer the
Alaska Medical Assistance Program, which includes:
z
z
z

Medicaid
Denali KidCare (DKC)
Chronic and Acute Medical Assistance (CAMA)

Unless otherwise specified, references to the Alaska Medical Assistance Program, or Alaska Medical
Assistance, mean Medicaid, Denali KidCare, and CAMA. References to Alaska Medicaid, or Medicaid, mean
only Alaska Medicaid and Denali KidCare.
Section II: Institutional Claims Management, contains detailed, claim type-specific information about claims
submission, processing, and payment, and is to be used by enrolled providers in conjunction with
z
z

The appropriate provider-specific Section I, and
Section III: General Program Information.

Updates to this manual will be necessary from time to time as federal and state medical assistance regulations
are adopted. As updates are made, each affected segment of the manual will be annotated with the date of
the change. Providers will be informed of these updates by remittance advice messages and announcements
on the fiscal agent, Xerox, website at http://medicaidalaska.com.
Thank you for your participation in the Alaska Medical Assistance Program and for the services you provide.
Updated 04/13

Service Authorization
Certain services, procedures, and medications covered by Alaska Medical Assistance require service
authorization (SA). Alaska Medical Assistance must review services prior to rendering to determine medical
necessity. Providers should obtain SA first, except in cases of medical emergency. If the provider does not
obtain SA when required, he or she may not be paid for those services. SA does not guarantee payment.
Currently, these agencies review and approve SA:
z
z
z

Xerox
Qualis Health
The Division of Senior and Disability Services (DSDS)

Each agency provides authorization for specific services; this manual discusses those services which
institutional providers may need authorization. For an explanation of the SA process for other entities, refer to
the appropriate billing manual.
If providers need assistance determining which services require SA or which agency handles their SA request,
please contact Provider Inquiry.
Updated 04/13
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Authorization from Xerox
Providers should submit requests for service authorization (SA) to Xerox for services listed below. When
submitting a request for SA, providers must use the appropriate SA method or form available at
http://medicaidalaska.com/providers/forms.shtml. Specific SA submission requirements follow.

Services Authorized by Xerox
z
z
z

z

Certain maternal/newborn admissions
Emergency transportation/Medevac
Selected professional/outpatient services
{ CAMA-related radiation and chemotherapy performed at an outpatient facility for the treatment of
cancer
{ Home health
{ Hospice
{ Service that exceeds established annual or periodic service limitations
Surgeries not appearing on the Qualis Select Diagnoses and Procedures Pre-Certification List

Requesting Retroactive Authorization
Retroactive authorizations will be reviewed and considered when medical necessity will not allow time for
service authorization prior to rendering the service. Retroactive requests for travel will only be considered
when the travel is emergent and the Service Authorization Unit is closed.
Requests for retroactive authorization must be submitted on the Service Authorization Request Form (AK-SA)
directly to the Service Authorization Unit. Dates of service on the claim form and the retroactive AK-SA form
must be identical. Include the following information on the AK-SA in addition to the required fields:
z
z

“Yes” in field three
“Retroactive to MMDDCCYY” in field 13
Updated 04/13

Authorization for Certain Maternal/Newborn Admissions
Xerox and Qualis share responsibility for authorizing certain maternal/newborn admissions. Refer to the
following table to determine which entity should receive your authorization request:
Maternal/Newborn Stay Service Authorization (SA) Chart
Mode of Delivery
Submit Claims as
Administrative SA
Payable without SA
from Xerox

Medical Necessity
Review from Qualis

Vaginal delivery

Total stay from admit
to discharge is two
days or less

Delivery/Birth is the
day after admission,
but discharge is
within two days of
delivery/birth

Either delivery/birth is
more than one day
after admission OR
discharge is more
than two days
following date of
delivery/birth

Cesarean delivery

Total stay from admit
to discharge is four
days or less

Delivery/Birth is the
day after admission,
but discharge is
within four days of
delivery/birth

Either delivery/birth is
more than one day
after admission OR
discharge is more
than four days
following date of
delivery/birth
Updated 04/13
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Authorization for Emergency Transportation/Medevac
Alaska Medicaid requires providers to submit retroactive service authorization (SA) requests for emergency
transportation, including air ambulance and medevacs. Authorization will not be made in advance.
NOTE: Ground ambulance services do not require service authorization.
Alaska Medicaid covers emergency medical transportation to the nearest medical facility capable of handling
that medical emergency. Indian Health Service (IHS) beneficiaries may travel to the nearest IHS/Tribal facility.
To submit an air ambulance/medevac SA request; complete an Air Ambulance Flight Summary available at
http://medicaidalaska.com/providers/forms.shtml. Attach the Air Ambulance Flight Summary to the claim form
when billing for air ambulance or medevac services. Providers may submit a form of their own, but should
ensure the form addresses all the information requested on the Air Ambulance Flight Summary.
Updated 06/12

Authorization for Home Health Services
Alaska Medicaid covers service-authorized home health services for a maximum of 60 days. Providers must
submit a Service Authorization Request Form (AK-SA) to Xerox within five days of starting home health
services. The AK-SA is available at http://medicaidalaska.com/providers/forms.shtml.
Any of the following enrolled providers may request SA:
z
z
z
z
z
z
z
z

Home health agency
Physician
Advanced nurse practitioner
Physician assistant
Rural health clinic
Hospital
Skilled nursing facility
Intermediate care facility

Along with the AK-SA, the requestor must include a written statement from the recipient’s attending physician
indicating
z
z

Justification for home health care services
The plan of care

For additional information, refer to the Home Health Services Billing Manual.
Updated 04/13

Authorization for Hospice Services
In order to request service authorization (SA) for hospice services, the hospice must submit the following
documentation to Xerox for SA consideration:
z
z
z
z

Service Authorization Request Form (AK-SA)
Certification of terminal illness signed by the recipient’s attending physician and the hospice’s medical
director
Written plan of care
Election statement signed by the recipient

For additional information, refer to the Hospice Billing Manual.
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Updated 04/13

Authorization for Non-Emergent Transportation and Accommodation
Providers must submit transportation/accommodation requests to Xerox. Providers record service
authorization (SA) and bill for services using the Transportation Authorization and Invoice (AK-04). The AK-04
is a controlled form, each bearing a distinct identifying number. Providers must keep these controlled forms in
a secure location. To request AK-04s, use the Healthcare Forms Order Request available at
http://medicaidalaska.com/providers/forms.shtml or contact Provider Inquiry.
Before travel occurs, a recipient’s local provider should obtain authorization for
z
z
z
z
z

Medical escorts
Travel by air charter, airline, ambulance (air and ground), ferry, railroad, taxi or wheelchair van
Hotel/motel with/without restaurant
Pre-maternal home
Travel for inpatient psychiatric patients or recipients entering substance abuse treatment

Phone Requests
The recipient’s local provider should call the Service Authorization Unit to request a travel SA; have the
following information ready for processing your request:
z
z
z
z
z
z

Patient’s Alaska Medical Assistance ID number
Appointment dates
Diagnosis
Referring and receiving provider name
Origin and destination
Escort information, if applicable

The Service Authorization Unit will guide you through completing other necessary information on the form and
provide instructions for separating the form. When Xerox indicates which services are authorized, complete
one copy for each provider and one copy for each taxi ride.
For additional information, refer to the Transportation and Accommodation Billing Manual.
Updated 06/12

Authorization for Prescribed Medications
Certain medications require service authorization (SA) before Alaska Medical Assistance covers these
medications. The Division of Health Care Services (DHCS) maintains the Prior Authorized Drug List and
Interim Prior Authorized Drug List on the
http://dhss.alaska.gov/dhcs/Pages/medicaid_medicare/authorization_hcs.aspx.
Unless otherwise indicated on the Prior Authorized Drug List or Interim Prior Authorized Drug List, the
prescriber must request SA by calling the Magellan Medicaid Administration Clinical Call Center or faxing them
a completed SA form. Providers may request medication SA forms from the Magellan Medicaid Administration
Clinical Call Center or may access them online at http://medicaidalaska.com/providers/rx/default.shtml and on
the DHCS website above.
If the drug is administered in a provider’s office and requires SA, report the appropriate HCPCS J-code and
quantity to the Xerox Service Authorization Unit using the Service Authorization Request Form (AK-SA).
For additional information, refer to the Pharmacy Billing Manual.
Updated 04/13
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Authorization for Professional/Outpatient or Surgical Services
Refer to the appropriate fee schedule to determine if service authorization (SA) is required.
1. If SA is required, refer to the Qualis Select Diagnoses and Procedures Pre-Certification List and the
Outpatient Imaging Pre-Certification List for diagnoses and procedures reviewed by Qualis. These lists
are available at http://www.qualishealth.org.
2. If the service does not appear on either of the Qualis lists, submit your request for SA to Xerox using the
Service Authorization Request Form (AK-SA).
3. Phone requests for professional/outpatient or surgical services SA are not accepted.

Services which Exceed Established Service Limitations
Certain services require SA after the services delivered have met or exceeded annual or periodic service
limits. If a recipient requires additional services which exceed these limits, providers should submit an AK-SA
and provide medical justification for additional services to be considered .
Updated 04/13

Authorization from the Division of Senior and Disability
Services
The Division of Senior and Disability Services (DSDS) provides service authorization for the following services:
z
z
z

Administrative wait and swing bed stays at acute facilities and all long-term care (LTC) facility admissions
and continued stays
Home and Community-Based Waiver Services
Personal Care Attendant (PCA) services
Updated 04/13

Authorization for Long-Term Care
The following long-term care facilities must obtain service authorization (SA) before Alaska Medicaid will cover
long-term care services:
z
z
z
z

Intermediate care facility
Skilled nursing facility
Swing bed provider
Administrative wait bed provider

To request SA, the receiving facility and referring provider should submit appropriate documentation to the
Division of Senior and Disability Services (DSDS), including:
z

z
z

Long Term Care Authorization Form (AK-LTC-1), be sure to include
{ Medical justification for a continued stay and level of care
{ Written plan of care
{ Recorded diagnosis/condition which indicates need for long-term care
{ Functional assessment
{ Objectives for treatment, including a physician’s order for medications, treatments, diet, and social
services which meet these objectives
{ Discharge plan
Consent Form (AK-LTC-2)
MI/IDD Supplement Assessment Level I form
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For additional information and required forms, refer to the Long-Term Care Billing Manual.
Updated 04/13

Authorization from Qualis Health
Qualis Health reviews service authorization (SA) requests for the following:
z
z
z
z

Acute care inpatient stays and outpatient services for selected diagnoses and procedures identified on
the Qualis Select Diagnoses and Procedures Pre-Certification List
Acute care inpatient continued stays exceeding three days, including certain maternal/newborn
admissions
All inpatient psychiatric hospital/residential psychiatric treatment center stays
Certain outpatient imaging services identified on the Qualis Outpatient Imaging Pre-Certification List

Providers are required to submit requests for review via the web on the Qualis Health web-based review
system, iEXCHANGE.
For additional information, refer to the Qualis Health Provider Manual or visit http://www.qualishealth.org.
Updated 05/13

Authorization for Select Diagnoses and Procedures
Diagnoses and procedures which appear on the Select Diagnoses and Procedures Pre-Certification List
always require service authorization regardless of the length of stay. To review the Select Diagnoses and
Procedures Pre-Certification List, visit http://www.qualishealth.org/sites/default/files/AK-Medicaid-PrecertList.pdf.
For additional information, refer to the Qualis Health Provider Manual or visit http://www.qualishealth.org.
Updated 04/13

Authorization for Acute Care Inpatient Continued Stays
All acute care inpatient continued stays exceeding three days require pre-certification from Qualis Health. To
request a continued stay, be sure to include the following information:
z
z
z
z
z
z

Recipient demographics
Physician name and contact information
Facility name and contact information
Related diagnoses, procedures performed, treatment,
Medical justification for continued hospitalization
Admit/surgery date

For additional information, refer to the Qualis Health Provider Manual or visit http://www.qualishealth.org.

Maternal/Newborn Admissions
Certain maternal/newborn admissions may be authorized by Xerox, while Qualis performs medical necessity
reviews for maternal/newborn admissions. For additional information, refer to Authorization for Certain
Maternal/Newborn Admissions in this section.
Updated 04/13
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Authorization for Inpatient Psychiatric Stays
Service authorization (SA) is required for all inpatient psychiatric hospital and residential psychiatric treatment
center services; submit an authorization request to Qualis Health. To review service authorization
requirements, refer to the Behavioral Health Inpatient Psychiatric Review Provider Manual available at
http://www.qualishealth.org. Qualis reviews authorization requests for urgent, non-urgent, and retrospective
care.
The requesting facility should use the Alaska State Medicaid Program Acute Care Medical Necessity Criteria
to meet all SA requirements; a criteria reference sheet is available in the Behavioral Health Inpatient
Psychiatric Review Provider Manual.
Updated 04/13

Authorization for Outpatient Imaging Services
z
z
z
z
z

The following outpatient imaging services require service authorization (SA):
Magnetic resonance imaging (MRI)
Positron emission tomography (PET)
Magnetic resonance angiography (MRA)
Single-photon emission computed tomography (SPECT)

A physician, advanced nurse practitioner or physician assistant may request SA for an MRI/PET from Qualis
Health through their web-based review system iExchange. When requesting SA, be advised:
z
z
z

Spanned dates are not allowed.
The authorization will be valid for the facility (outpatient hospital or free-standing facility) performing the
technical portion of the procedure.
CAMA recipients cannot receive imaging services in an outpatient hospital setting but are eligible to
receive services in a free-standing facility.
Updated 04/13

Claim Submission
Xerox, the fiscal agent for Alaska Medical Assistance, processes claims submitted for Medicaid, Denali
KidCare, and Chronic and Acute Medical Assistance (CAMA). Providers may submit claims electronically or
on paper. Xerox receives and sorts all incoming claim forms daily. The Xerox mailroom archives claims and
attachments and assigns a Claim Control Number (CCN) for identification. Each CCN is based upon the Julian
Calendar.

Billing Agents
A provider may use a billing agent or accounting firm to submit claims to Alaska Medical Assistance. However,
payment by the provider for those services may not be based on the amount billed to or paid by Alaska
Medical Assistance, such as a percentage basis.
Updated 06/12

Electronic Claims
Providers, or their representative, who have submitted the proper Information Submission Agreement (found
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at http://medicaidalaska.com/providers/forms.shtml) may submit claims electronically.
Institutional providers must submit HIPAA-compliant electronic claims which meet The Accredited Standards
Committee X12 Version 5010 837 Institutional (837I) guidelines. For technical details regarding 5010
compliance, providers may purchase a Technical Report, Type 3 through Washington Publishing Company.
Additionally, Xerox provides Alaska Medical Assistance-specific companion guides for submitting HIPAAcompliant electronic claims; found at http://medicaidalaska.com/hipaa_news.shtml#companion_guides.
Alaska Medical Assistance provides an electronic claim submission software program called Payerpath. This
software is available at no cost to the provider.
Attachments for electronic claims must be submitted separately by mail or fax. For additional information and
instructions; refer to Electronic Claims Attachment Transmittal in this section.
For additional information about electronic claim submission, contact the Electronic Data Interchange
Department/Electronic Commerce Customer Support (EDI/ECCS) Department.

Advantages of Electronic Transactions
z
z
z

Reduced claims processing time
Reduced pended or denied claims
Reduced data entry error
Updated 04/13

Paper Claims
Paper claim forms contain information necessary to process claims for services rendered to Alaska Medical
Assistance recipients. Adhere to the following instructions for claims to be processed efficiently. Accuracy,
completeness, and clarity are important.
z
z
z
z
z
z
z

Do not fold or crease claims.
Fill in handwritten claims neatly and accurately.
Keep names, numbers, codes, etc., within the designated boxes and lines.
Make corrections carefully. Do not strike or write over errors to correct. Correction fluid or tape may be
used as long as the corrected information is readable.
Include a return address on all claims and mailing envelopes.
Send only required attachments.
Use only blue or black ink to fill out the claim form. Light-colored or red ink is not perceptible when the
claim form is scanned using optical readers.

UB-04
Providers must bill paper claims for institutional services to Alaska Medical Assistance on the UB-04. For claim
form instructions, refer to the UB-04 Date Specifications Manual available from the National Uniform Billing
Committee at http://www.nubc.org.
Providers may order UB-04 forms from Xerox. Use the Healthcare Forms Order Request available at
http://medicaidalaska.com/providers/forms.shtml to order this and other forms. Please order a two-month
supply and allow four weeks for delivery.

National Provider Identifier Only Submission Encouraged for Paper Claims
Although not mandatory for paper claims, Alaska Medicaid strongly encourages National Provider Identifier
(NPI)-only billing to reduce errors that can cause a claim to be denied or delayed. Providers submitting paper
claims using their NPI no longer need to submit claims with a Medicaid Contract ID, however, the system will
continue to use the Medicaid Contract ID if supplied for any paper claim submitted.
Updated 04/13
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Claims Cycle
Claims Processing
Claims process through the Medicaid Management Information System (MMIS); the MMIS checks claim
information against master files using edits and audits to determine, for example, some of the following:
z
z
z
z
z
z

Compatibility of procedures and diagnoses
Provider eligibility at the time of service
Recipient eligibility at the time of service
Third party liability (TPL)
Duplication of previously paid claims
Service authorization (SA) on file, when required

After the claim processes, it will adjudicate (pay, pend or deny).
Updated 06/12

Adjudication
Pay
If the Medicaid Management Information System (MMIS) validates the information on the claim and
information successfully passes all edits and audits, Alaska Medical Assistance will pay on the claim and
record the payment in the provider’s weekly remittance advice (RA).
Payment, less any recipient cost share owed, represents full and total reimbursement for those covered
services under Alaska Medical Assistance. Under federal regulations, providers may not “balance bill”
recipients. This means
z
z
z

Providers may not charge recipients for the difference between the amount billed and the amount Alaska
Medical Assistance allows for a covered service.
When a provider does not bill Alaska Medical Assistance correctly, the recipient is not responsible for the
charges.
When a provider does not bill Alaska Medical Assistance within timely filing limits, the recipient is not
responsible for the charges.

Pend
If the MMIS finds claim information that fails a validation check, the claim will pend and a claims examiner will
review the information provided.
z
z

If the claims examiner finds a data entry keying error on a submitted paper claim, he or she will correct
these errors and release the pended claim for resubmission to the claims validation process.
If the claims examiner cannot correct the claim, the MMIS will generate a resubmission turnaround
document (RTD) which will print with the provider’s weekly RA. Providers must provide the information
indicated on the RTD within 90 days in order for the claim to adjudicate.

Deny
A claim may be denied for reasons such as:
z
z
z

The billed service is not a covered benefit.
The line item fails validation (the edit/audit process).
A provider fails to return an RTD within 90 days.

Denied claim lines represent those services that are unacceptable for payment. Denied claims may be
reconsidered for payment if the provider submits corrected or additional claim information within timely filing
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limits.
Updated 06/12

Duplicate Billing
Duplicate claims may occur when providers submit two or more claims with some or all of the same
information, including:
z
z
z
z
z

Date of service
Charges
Recipient ID
Provider Contract ID/National Provider Identifier
Procedure codes

To avoid erroneous duplicate billing, providers should keep up-to-date records of all claims by reading their
remittance advice and routinely checking on the status of claims.
Providers can avoid duplicate billing errors by reversing any claim already submitted and re-billing. This can
occur when
z
z

A provider needs to bill additional charges for a date of service.
Primary insurance pays on a claim after Alaska Medical Assistance.
Updated 09/2012

Timely Filing of Claims
All claims must be filed within 12 months of the date services were provided to the patient. The 12 month
timely filing limit applies to all claims, including those that must first be filed with a third-party carrier. In these
cases, providers must bill Alaska Medical Assistance within 12 months of the service date and attach
explanation of benefits documentation from the third-party carrier to the Alaska Medical Assistance claim.
The timely filing limit may be extended under the following conditions:
z

z

Court orders or administrative hearings: The timely filing limit can be extended and payment made by
court order. If a provider had reason to believe that the recipient was ineligible at the time service was
rendered, and the recipient is subsequently determined eligible by a court or hearing authority, the claim
may be paid if it is filed within the above timely filing guidelines after the date of the court or
administrative hearing authority’s decision that the recipient was eligible. A letter or document from the
court or agency establishing the decision to make payment must accompany the claim.
Good cause: The timely filing limit may be extended for “good cause.” Good cause exists when an
unexpected or uncontrollable event takes place which prevents a provider from submitting a timely claim
(fire, storm, earthquake, etc.). Good cause does not include errors made by the provider or provider’s
billing staff. Good cause also does not include the recipient’s failure to notify the provider of a court or
administrative hearing authority’s decision.

Proof of Timely Filing
Any time a claim is received after the timely filing period has expired, an attachment must accompany the
claim to prove timely filing. Acceptable documentation must be dated within the timely filing period and must
show that either the claim was previously received by Xerox within the timely filing period or the claim met one
of the conditions for timely filing extension.
Examples of acceptable documentation include
z

A copy of the remittance advice (RA) page showing claim denial
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z
z
z
z
z

A copy of a resubmission turnaround document (RTD)
A copy of the in-process claims page of an RA
Payerpath or other electronic claim submission transmission report
Correspondence from Xerox, the Division of Health Care Services (DHCS), or the Division of Public
Assistance (DPA)
Court orders or administrative hearing documentation as outlined above

Filing Limits for Adjustments
Adjustment requests must be submitted within 60 days from the date of payment or within 12 months of the
date of service if additional amounts are owed to the provider. If additional money is owed to Alaska Medical
Assistance, the 60-day filing limitation does not apply.
Updated 06/12

Coding
Revenue Codes
The National Uniform Billing Committee (NUBC) publishes revenue codes to identify accommodation and
ancillary services provided by facilities. Each revenue code is a numeric four-digit code. The fourth position is
sometimes represented as “x”, which denotes the subcategory.
Alaska Medical Assistance requires facilities to submit UB-04 claims using revenue codes. Facilities may also
use revenue codes in conjunction with HCPCS codes to further identify the service rendered (ex. diagnostic
laboratory services). For additional information about covered revenue codes for facilities or providers, refer to
the appropriate provider-specific Section I.
The UB-04 Data Specifications Manual available from the American Hospital Association at
http://www.nubc.org contains a listing of all revenue codes.
Updated 04/13

HCPCS Coding Convention
Alaska Medical Assistance, in compliance with the Centers for Medicare and Medicaid Services (CMS)
requirements, uses the Healthcare Common Procedure Coding System (HCPCS) convention. HCPCS coding
must be used for all professional/outpatient claims (originals and re-submittals), adjustments, and requests for
service authorization submitted for processing.
HCPCS coding has two levels. Each HCPCS procedure or service has a five-digit alpha-numeric code, with
provision for a unique two-position modifier for each level of coding.
Level I

American Medical Association current procedural terminology (CPT) codes as
found in the annual revision of the Physicians’ Current Procedural Terminology,
Fourth Edition (CPT-4).

Level II

The CMS codes for physician and non-physician procedures and services not
found in the CPT.

To order a CPT book, visit the American Medical Association’s website http://ama-assn.org.
Updated 04/13

Diagnosis Codes
The Centers for Medicare and Medicaid Services (CMS) requires that World Health Organization’s
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International Classification of Diseases, 9th Revision, Clinical Modification (ICD-9-CM) diagnosis codes be
entered on all claims that require a diagnosis.
Updated 06/12

Unlisted Codes
Unlisted procedure and service codes are to be used only when the provider is unable to locate a specific
code listed in the current CPT, HCPCS, fee schedule, provider billing manual, or billing manual updates.
Unlisted services that cannot be billed under an identified procedure code are billed under an unlisted
procedure code. When using an unlisted procedure code, a written justification or explanation with the
following information must be attached behind the claim:
z
z

A description of the procedure/service rendered.
The reason no other procedure code was appropriate for the procedure/service rendered.

Any claim with an unlisted procedure code is pended for review. All other services billed on the same claim are
also pended until the unlisted procedure code review has been completed. If Alaska Medical Assistance
approves the item or service and agrees that it cannot be billed under an existing listed code, the code will be
reimbursed at 50 percent of billed charges.
Updated 06/12

National Correct Coding Initiative
The National Correct Coding Initiative (NCCI) requires that all claims submitted to Alaska Medicaid must
comply with NCCI methodologies and are subject to NCCI edits. Two types of edits are mandated by NCCI:
procedure-to-procedure edits and medically unlikely edits.

Procedure to Procedure Edits
Procedure-to-procedure edits define pairs of Healthcare Common Procedure Coding System
(HCPCS)/Current Procedural Terminology (CPT) codes that should not be reported together.

Medically Unlikely Edits
Medically Unlikely Edits (MUE) are units-of-service edits that define for each HCPCS/CPT code the number of
units of service beyond which the reported number of units of service is unlikely to be correct.
Services denied for NCCI edits may not be billed to the recipient. The denied service is a provider liability.
Providers may appeal individual claim denials to Xerox; for instructions, refer to Appeals in this section.
For additional information about NCCI, visit the Alaska Medicaid NCCI webpage at
http://medicaidalaska.com/providers/ncci.shtml or the CMS NCCI webpage at
http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Data-and-Systems/National-CorrectCoding-Initiative.html.
Updated 04/13

Third Party Liability
Providers who bill Alaska Medicaid are required to bill all third party resources (except the Indian Health
Service) prior to billing Alaska Medicaid. However, if the services provided fall under the Federal Third Party
Liability Waiver, Alaska Medicaid will seek reimbursement from the third party.
Updated 06/12
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Federal Third Party Liability Waiver
Alaska Medicaid has been granted a federal third party liability (TPL) waiver for certain providers that offer
specific categories of service. At this time, providers who offer the services listed are not required to bill third
party resources:
z
z
z
z
z
z
z
z

Dental services
Transportation and accommodation services (except air ambulance and ground ambulance services)
Home and community based waiver provider services
Personal care assistant services
EPSDT screening services
Prenatal care services
Preventive pediatric services
Eye wear (lenses/frames - This applies only to the contract supplier of eyewear)

Providers who render one or more of the services listed above are not required to bill a third party resource
before billing Alaska Medicaid. Alaska Medicaid will reimburse a provider no more than the allowed amount
and then seek reimbursement from the third party.
Providers may choose to bill the third party resource if the service provided is covered by that resource and
the payment will exceed the expected Alaska Medicaid reimbursement amount.
Providers who offer services that are not listed above are required to
z
z

Bill all third party resources before billing Alaska Medicaid (except the Indian Health Service).
Include proof of all TPL resource payments when billing Alaska Medicaid.
Updated 06/12

Third Party Liability Avoidance
Alaska Medicaid has developed a process to assist providers with Medicaid claims for clients who have
primary (third party) insurance coverage. The process may affect claims that the third party carrier has denied
because:
z
z
z

The service is not covered by the benefit plan.
The recipient’s yearly or lifetime maximum benefits for a service have been exhausted.
The servicing provider’s credentials do not meet requirements for coverage by the insurance carrier.

The third party liability (TPL) avoidance process allows the Alaska Medical Assistance claims payment system
to bypass TPL editing when certain conditions are met. It eliminates the need for providers to bill the primary
insurance company for services that the insurance does not cover. The request for TPL avoidance review
must include documentation from the carrier specifically stating the services that are not covered and a valid
reason for the denial.
Depending on the reason for the TPL avoidance, Alaska Medicaid may require providers to request avoidance
each year. For example, if yearly benefit maximums have been exceeded, a provider must reapply for TPL
avoidance the following year after the yearly maximum for that calendar year had been met.
Conditions that would not qualify for TPL avoidance include services that were billed to the TPL carrier
incorrectly or services for which required authorization was not received in advance. Other conditions may
also apply. All requests for TPL avoidance will be reviewed and if the request is approved, the requirement to
bill the third party insurance will be waived.

Guidelines for Requesting TPL Avoidance and Criteria for Review
TPL avoidance is limited to ongoing services and avoidance will not be approved for less than a six month
span.
Example: If a recipient receives an influenza injection and the TPL carrier does not cover the service, this is a
one-time event and is not considered ongoing. However, if a recipient is receiving medication management as
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a continuing service and the TPL carrier does not cover it, it is considered an ongoing service and is a
candidate for a TPL Avoidance review.
While waiting for a TPL avoidance decision, the provider should continue billing claims in order to document
claim denial for TPL until the TPL avoidance request is approved. Upon TPL avoidance approval, Alaska
Medicaid will consider overriding timely filing requirements if the provider can document claims were
previously denied for TPL.
NOTE: Timely filing override will not be determined until after the TPL avoidance is approved.
Updated 06/12

Attaching Insurance Benefit Booklet Pages
Providers are required to bill all applicable third party resources and insurance carriers prior to billing Alaska
Medical Assistance.
If the service is not covered according to the third party resource or insurance carrier benefit booklet, providers
may attach a copy of the benefit booklet page(s) to the claim submitted to Alaska Medical Assistance. The
benefit booklet page(s) must specify the patient’s benefit plan name and indicate that the service being billed
to Alaska Medical Assistance is not covered. It may be necessary to copy the benefit booklet’s cover page
which identifies the benefit plan name as well as any page(s) within the booklet that describes the coverage or
non-coverage of the specific service category being billed to Alaska Medical Assistance.
Providers may also use benefit booklet pages when requesting third party liability (TPL) avoidance. Read
Third Party Liability Avoidance for further information.
Updated 04/13

Non-covered Medicare HCPCS Codes
Codes published in the HCPCS coding manual that are indicated to be non-covered by Medicare are included
in the Alaska Medicaid third party liability (TPL) avoidance file. This file is updated annually. When codes are
added to the TPL avoidance file, the claims processing system will not search for related third-party
information (e.g., Medicare in this example) when processing a claim with those codes. Therefore, when billing
one of these codes, the code will be recognized as a non-covered Medicare code and billing Medicare is not
required. Please note that even though billing Medicare is not required, Alaska Medical Assistance does not
guarantee payment for the item or service provided.
Updated 06/12

Payer of Last Resort
Alaska Medicaid is always the payer of last resort. Therefore, if a patient is eligible for Department of Veterans
Affairs (VA), Medicare, and Medicaid benefits, providers must exhaust all Medicare and VA benefits before
billing Alaska Medicaid. Providers may verify VA eligibility by identifying resource code “N2” on the Medicaid
recipient’s coupon.
Veterans identified with the resource code “N” have freedom of choice to utilize VA or Medicaid as desired.
Alaska Medicaid does not require these recipients to obtain a Medicaid denial letter from the Alaska VA
Healthcare System.
When providing care to a Veteran with a resource code of “N2”, a provider must submit valid documentation of
non-coverage from Medicare and the VA when billing. Valid documentation may include an explanation of
benefits (EOB) showing non-coverage or a Medicaid denial letter from the Alaska VA Healthcare System.
An Alaska Medical Assistance recipient who is eligible for VA and Medicare can use either as his/her primary
resource. However, the following conditions apply in regards to Alaska Medicaid paying anything for the claim:
z

If VA is pursued as the recipient’s primary payer (instead of Medicare), the claim is considered satisfied
and neither Medicare nor Medicaid will pay anything more.
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z

If Medicare is pursued as the recipient’s primary payer (instead of VA):
{ VA will not pay for anything over the amount paid by Medicare.
{ Alaska Medicaid may pay the Medicare co-pay and/or deductible if the Medicare Remittance
Notice (MRN) and the VA denial are attached to the claim.
{ Alaska Medicaid may reimburse according to the applicable Alaska Medicaid rates if the services
billed are non-covered Medicare services and a Medicaid denial letter from the VA is attached to
the SA request and/or claim.

Therefore, if a recipient is eligible for VA, Medicare, and Medicaid, Alaska Medicaid will not pay anything for
the claim unless providers follow these steps:
1. Bill VA first and receive a formal denial (in writing) from VA or receive a Medicaid denial letter.
NOTE: If the Veteran has an applicable Medicaid denial letter from the VA, the provider does not
have to bill VA first.
2. Bill Medicare correctly.
3. Bill Alaska Medicaid correctly and attach the denial from VA and the MRN.
If providers follow these steps bill the claim correctly, Alaska Medicaid may pay the Medicare co-pay and/or
deductible.

Explanation
z
z

VA is considered primary because they pay 100 percent of their allowed amount.
Medicare is considered secondary because they pay 80 percent of their allowed amount with a 20
percent co-pay, which Alaska Medicaid can cover under the correct billing process.
{ However, Alaska Medicaid will not use state funds for a 20 percent Medicare co-pay if the claim
could have been satisfied with 100 percent federal funds (VA is federally funded).

For additional information and rules related to billing multiple federally funded program, refer to the back of the
UB-04 claim form (under Refers to Government Programs Only).

Obtaining a VA Medicaid Denial Letter
To provide freedom of choice for Veterans with medical needs, the Veteran can request a Medicaid denial
letter from the Alaska VA Healthcare System. This letter, which is for specific services, can be submitted to the
Alaska Medicaid program as an explanation of Veterans health benefits. Therefore, if the Veteran (identified
by resource code “N2”) chooses not to use VA as his/her primary payer, attach a copy of this letter to any
related service authorization request and/or claims sent to Alaska Medicaid.
Important: All other Alaska Medical Assistance billing requirements still apply to claims submitted with a
Medicaid denial letter, including:
z
z

Timely filing of claims
Exhaustion of all other benefit resources (including Medicare) before billing Medicaid

The Veteran must request a Medicaid denial letter from the Alaska VA Healthcare System.
Alaska VA Healthcare System
Anchorage Regional Office
1201 N Muldoon Road
Anchorage, AK 99504
907.257.4780
888.353.7574 x 4780
The VA Integrated Care Department will fax or mail the Medicaid denial letter to the requesting entity,
including the Veteran, any affected medical providers identified by the Veteran, or Alaska Medicaid.
Updated 06/12

Special Billing Requirements
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Billing Authorized Oxygen for Long-Term Care Services
Long-term care providers must obtain service authorization in order to receive reimbursement for separate
oxygen charges. If authorized, bill oxygen as a separate line item, one month at a time, using rev cod 0270.
Enter the number of liters/bottles used. The metered amount of oxygen given to a patient and dates used must
be listed on an attachment to the claim form.
To compute the appropriate amount of oxygen to bill, multiply the cost per liter or bottle times the number of
liters or bottles used. Cost for professional services and supplies are covered in the all-inclusive per diem rate
and cannot be billed separately.
Updated 04/13

Billing Bilateral Surgery for Ambulatory Surgery Centers
Ambulatory surgery centers should bill bilateral surgeries by listing the appropriate HCPCS code on the UB-04
or 837I transaction and billing the same unit twice or billing two units.
Updated 04/13

Billing Outpatient Laboratory and Pharmacy Charges with HCPCS/NDC
When billing for outpatient facility care, all outpatient labs and pharmacy charges (revenue codes 025x or
063x) must be billed using the appropriate HCPCS code.
For pharmacy charges, the HCPCS code must be accompanied by all necessary national drug code (NDC)
information as outlined in the UB-04 Manual, including:
z
z
z
z

N4 qualifier
11-character NDC code (5-4-2 format)
Unit of measurement
Unit of measurement qualifier
Updated 04/13

End Stage Renal Disease Billing Requirements
z
z
z
z
z
z

When billing a claim for dialysis, bill claims with a single date of service. Alaska Medicaid will deny claims
with spanned dates or multiple units.
Occurrence code 50 must appear on every claim.
List each national drug code (NDC), in proper format, for each billed drug.
Bill all labs performed by the facility with appropriate modifiers.
Indicate the comorbidity diagnosis on the claim.
Only bill using the dialysis revenue codes listed in the ESRD Manual or the claim will deny.
Updated 04/13

Billing for Newborn Infants
Claims for newborn infants must be billed separately from the mother using the newborn’s Medicaid ID
number. Do not bill claims for the newborn under the mother’s Medicaid ID number. The newborn’s parent or
legal guardian must apply for Alaska Medical Assistance benefits from the Department of Public Assistance in
order to receive an individual Medicaid ID number for the newborn.
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Updated 04/13

Billing Medicare Paper Crossovers
Since Alaska Medicaid is the payer of last resort, when a recipient has Medicare and Medicaid benefits,
always bill Medicare first unless the claim is for a non-covered Medicare service. After billing Medicare,
providers must submit a “crossover” claim to Alaska Medicaid.
Providers should complete the UB-04 institutional claim form as they would for non-crossovers paper claims
billing for Medicare. All mandatory fields found in non-crossover claims are also required on crossover claims.
For additional information, refer to the UB-04 Claim Form Instructions available at
http://medicaidalaska.com/providers/Billing.shtml.
Additional requirements for the for the Medicare crossover component of these claims are listed below.
UB-04 Field/Description

Instructions

Field 31: Occurrence Code/Date

Enter occurrence code “50” and the Medicare
paid date.

Field 39-41: Value Codes/Amount

Fields 39-41, row “a” should reflect inpatient
covered days, Medicare deductible, and
Medicare coinsurance as applicable.
To report inpatient covered days, use value
code 80.
To report Medicare deductible:
x

Use value code A1 if Medicare is primary

x
Use value code B1 if Medicare is
secondary
To report Medicare coinsurance:
x

Use value code A2 if Medicare is primary

x
Use value code B2 if Medicare is
secondary
Field 50: Payer Name

Enter Medicare in the applicable row:
x

A if Medicare is primary

x

B if Medicare is secondary

Field 54: Prior Payments

Enter the Medicare paid amount on the
appropriate line (A for primary, B for
secondary).

Field 55: Est. Amount Due

Enter the Medicaid estimated amount due on
the appropriate line (B for secondary, C for
tertiary).

Providers must attach the Medicare EOB as well as any other third-party payer’s EOB to the claim form.
Medicare crossover claims examples are available at
http://medicaidalaska.com/providers/medicarexover.shtml.
Updated 04/13

Attachments to the Claim
All current forms, fax coversheets, and attachments are available on the Alaska Medicaid website at
http://medicaidalaska.com/providers/forms.shtml.
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Hysterectomy Consent Form
Before a hysterectomy is performed, the recipient must grant voluntary, informed consent by signing a
Hysterectomy Consent Form, available at http://medicaidalaska.com/providers/forms.shtml.
Only the Hysterectomy Consent Form will be accepted; no substitutions are allowed. The consent form must
be complete and legible; forms containing correction tape or crossed out language will not be accepted.
Before the recipient signs and dates Part III of the form, the individual obtaining the recipient’s consent must
sign Part II, certifying that he or she informed the recipient orally and in writing.
The individual obtaining consent must effectively communicate all of the above information to any individual
who is blind, deaf, or otherwise handicapped and must provide an interpreter for any individual who does not
understand the language in the consent form or of the individual obtaining consent; however, Alaska Medicaid
does not pay for interpreter services.
The recipient must sign her consent before receiving hysterectomy surgery, unless the physician who
performs the procedure certifies in writing that
z
z

The individual was sterile before the hysterectomy, and states the cause of sterility
The hysterectomy was performed under a life-threatening emergency in which prior acknowledgement
was not possible (a description of the nature of the emergency must be included).
Updated 06/12

Sterilization Consent Form
If a claim form has a procedure code that indicates a sterilization procedure was performed, the standard
Sterilization Consent Form must be attached to the claim.
Only the Sterilization Consent Form will be accepted; no substitutions are allowed. The consent form must be
complete and legible; forms containing correction tape or crossed out language will not be accepted.
The waiting period between obtaining consent and performing sterilization must be at least 30 days and not
more than 180 days. In cases of premature delivery or emergency abdominal surgery a waiver of the 30-day
waiting period may be granted. In the case of premature delivery, the recipient must give informed consent at
least 30 days before the expected delivery date. In the case of abdominal surgery, the physician must wait at
least 72 hours after the recipient signs the form and must also describe the emergency.
Updated 06/12

Medical Justification
When further justification of medical necessity is required, a statement should be attached to the claim when
billing. An operative report can be used when applicable. Cases that require a statement of medical
necessity/medical justification must include the following:
z

When a recipient enrolled in the Care Management Program receives care from a rendering
physician other than the primary care physician. Attach either
{ A letter or note from the primary care physician or

z

A copy of the recipient’s emergency room record for the date of service
Justification for more than one long-term care physician visit within 30 days
Modifier for unusual services: attach written explanation
Multiple modifiers

z

Unlisted codes

{

z
z

Updated 06/12
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Electronic Claims Attachment Transmittal
When submitting an electronic claim requiring transmittal of an attachment, enter the appropriate codes on the
electronic claim (refer to the tables below) and complete the Electronic Claims Attachment Transmittal (found
at http://medicaidalaska.com/providers/forms.shtml). Fax this form with any required attachment on the same
day that the electronic claim is submitted. Include the recipient name, Alaska Medical Assistance Contract ID,
and unique attachment control number (any alphanumeric code between two and 80 characters) on the
attachment cover page. Use only the fax number shown on the transmittal form.
Identify documentation attachments for any of the following by entering the appropriate HIPAA compliant code
in the attachment field(s) when completing the electronic claim:
Documentation Indicator
AA
Available on Request at Provider Site
BM
By Mail
FX
By Fax
Type of Documentation
B2
Prescription
B3
Physician Order
B4
Referral Form
EB
Explanation of Benefits
OZ
Support Data for Claim
PN
Physical Therapy Notes

These codes will identify that an attachment has been submitted and the claims will pend for review of the
attachments. If the codes are not entered on the electronic claim when submitted, the claim will automatically
generate a resubmission turnaround document.
Updated 06/12

Insurance Explanation of Benefits
If the Alaska Medical Assistance recipient has insurance coverage, attach a copy of the explanation of benefits
(EOB) from the insurance company, showing the payment or denial.
If the third-party resource’s benefit booklet indicates a service is not covered, attach a copy of the benefit
booklet page(s) for the plan year of the date of service to the claim. These pages must specify the patient’s
benefit plan name and must indicate that the service being billed to Alaska Medicaid is not covered. When
attaching such pages, providers do not have to bill that third-party resource or attach an EOB from that
insurance company.
Updated 04/13

Pricing for In-State Hospitals

Claim Payment
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Pricing for In-State Hospitals
In-State Inpatient Hospital Pricing
Alaska Medicaid reimburses inpatient hospital services at a per diem rate based as established by the
Department of Health and Social Services’ Office of Rate Review (ORR). The ORR establishes prospective
payment rates annually based upon the facility’s submitted annual year-end report. A facility may request a
modification to a prospective payment rate; for additional information, refer to 7 AAC 150.
Updated 04/13

In-State Outpatient Hospital Pricing
Alaska Medical Assistance reimburses outpatient hospitals at a percentage of the allowed amount as
established by the Department of Health and Social Services’ Office of Rate Review (ORR). The ORR
establishes prospective payment rates annually based upon the facility’s submitted annual year-end report. A
facility may request a modification to a prospective payment rate; for additional information, refer to 7 AAC
150.
Updated 04/13

In-State Small Facility Pricing
An inpatient or outpatient hospital which qualifies as a “small facility” (one with 4,000 or fewer acute care
patient days per year) may elect to participate in a separate per diem/percentage rate-setting methodology; for
additional information, refer to 7 AAC 150.
Updated 04/13

Pricing for Out-of-State Hospitals
Except in emergencies, Alaska Medical Assistance will not reimburse an out-of-state hospital unless the
facility obtains appropriate service authorization for services rendered. For additional information, refer to
Section III: General Program Information.
Payment for hospital services provided to Alaska Medical Assistance recipients outside the state of Alaska is
set at the lesser of billed charges or:
z
z
z

The rate established by the Medicaid agency in the state where the services were provided, or, if no
Medicaid rate is established,
The rate established by Medicare, or, if no Medicare rate is established,
The Blue Cross Rate

Out-of-State Specialty Hospitals
In cases where specialized treatment is not available in Alaska but is necessary to ensure access to
appropriate medical care, the Department of Health and Social Services (DHSS) may negotiate a special
payment agreement for an out-of-state hospital with unique expertise or specialized services. The specialized
payment agreement is not available for general hospital services; for additional information, refer to 7 AAC
145.600.
Updated 04/13
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Cost Sharing
Except for the services noted below, Alaska Medical Assistance recipients eligible for services must pay the
appropriate cost-share amounts.
The provider should collect the cost sharing amount from the recipient. Services may not be denied if the
recipient is unable to pay the cost sharing amount when services are rendered. Alaska Medical Assistance will
reduce payment to the provider by the cost sharing amount.
Eligible Medicaid recipients are responsible for the following cost-sharing amounts:
z
z
z
z

$50 per day up to a maximum of $200 per discharge for inpatient hospital services
Five percent of allowable charges for outpatient hospital services
$3 per day for physician services
$2 for each prescription for prescribed drugs that is filled or refilled

The following are not subject to recipient cost sharing requirements:
z
z
z
z
z
z

z
z

z
z

Services to recipients under 18 years of age at the time of delivery of the service
A service provided to a recipient in a long-term care facility (refer to claim form instructions for field 24H,
requiring that specific codes be entered to exempt long term care patients)
Services to a pregnant woman, including a service provided during the postpartum period (identified by
eligibility code 11 on the recipient’s eligibility coupon)
Services for family planning and supplies
Hospice services
Services provided to an American Indian or an Alaska Native by
{ A tribal health program or
{ Referral from a tribal health program
Services provided to an individual who is eligible for both Medicaid and Medicare, if Medicare is the
primary payer for that service
Emergency services
{ Emergency means inpatient hospital care provided to a recipient admitted into the hospital from
the emergency room of that hospital and outpatient hospital services and physician services
provided to a recipient in response to the sudden and unexpected onset of an illness or accidental
injury, requiring immediate medical attention after the onset of the condition to safeguard the
patient’s life.
{ Immediate medical attention is considered medical care that cannot be delayed by 24 hours.
(Refer to claim form instructions for field 24H, requiring that specific codes be entered to exempt
patients receiving emergency services).
Chronic and Acute Medical Assistance (CAMA) recipients, identified by eligibility code “21” on the
recipient’s eligibility card or coupon.
Blindness and disability exam services, identified by the eligibility codes 15 and 25 on the recipient’s
eligibility coupon

Other Recipient Financial Responsibilities
Recipients are responsible for payment of all non-covered services; however, providers should not accept an
Alaska Medical Assistance coupon for services not covered under Alaska Medical Assistance.
Updated 06/12

Recovery or Recoupment of an Overpayment
If Alaska Medical Assistance makes an overpayment to a provider, the overpayment will be recovered.
Alaska Medical Assistance will require a provider to refund any payment made for the following:
z
z

Services billed without service authorization (SA) when SA is required
Payment which exceeds the maximum allowable
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z
z
z
z
z
z
z
z
z
z
z
z

Non-covered services
Services not rendered
Service not authorized under the provider agreement
Services paid by or eligible for payment from third party resource
Amounts Alaska Medical Assistance identifies as an overpayment
Overpayment due because of an error or omission of the Medicaid Management Information System
(MMIS)
Services that do not meet standards established for payment of services
Services provided by a provider who is not enrolled
Previously paid services (duplicate billing)
Payment for service provided to an ineligible Medicaid recipient
Payment for services provided to an eligible Medicaid recipient who is not eligible for the services
rendered
Overpayment due to the billing practices of the provider

When a provider must refund Alaska Medical Assistance, repayment may be made by the following methods:
z
z

The provider may send a refund check payable to “State of Alaska” along with an Adjustment/Void
Request Form (AK-05) to Xerox
Alaska Medical Assistance will reduce future payments, called recoupment

Recoupment will impact future payments to the provider until the amount of the overpayment has been offset.
The provider will be notified of recoupment by the provider’s remittance advice when the action takes place
within 120 days of the overpayment. If more than 120 days have passed since the overpayment, Alaska
Medical Assistance will notify the provider in writing at least 60 days before recoupment begins. The
remittance advice or notice to the provider will identify
z
z
z

The reason for the recoupment
The amount of the overpayment to be recouped
The provider’s right to obtain a review (refer to Appeals in this section)

If a provider stops billing Alaska Medical Assistance for services after receiving notice of recoupment action,
Alaska Medical Assistance will make a demand in writing to the provider for repayment of the balance of the
overpayment.
Recovery of overpayment does not apply to probate collections, or to providers who are bankrupt, out-ofbusiness, or under sanction actions.
Updated 06/12

Method of Payment
Alaska Medical Assistance mails providers a state treasury warrant enclosed in their remittance advice
weekly. Only providers with active, paid claims activity for the previous cycle will receive a check. The check
may be cashed immediately.
All state warrants should be redeemed within 120 days of the issue date. Warrants outstanding over 60 days
will queue a reminder letter to the designee provider of said warrant. Only one notice will be sent in regards to
outstanding state warrants. Any re-issues will be administered through the State of Alaska Department of
Revenue Unclaimed Property Section 180 days after the original issue date (AS 34.45.280 (e)).
When accepting payment from Alaska Medical Assistance, remember the following:
z

z

Endorsing a check received from Alaska Medical Assistance certifies that the claim for which the check is
payment is true and accurate unless written notice of an error is sent by the provider to Alaska Medical
Assistance within 30 days after the date that the check is negotiated.
Alaska Medical Assistance will not pay a claim that has been sold, transferred, or assigned to another
entity including a collection agency, service bureau, or other entity that purchases or advances money for
outstanding accounts receivable.
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Payment Prohibited Outside the United States
Alaska Medical Assistance is prohibited by federal law from issuing Medicaid payment to any entity or financial
institution outside the United States and its territories.
Updated 06/12

Warrant Status Change Request
In the event that a provider requires a stop payment and reissue of a state warrant, state policy must be
followed. The warrant may be replaced ten calendar days after the date that the warrant was mailed to the
provider. To request either a stop payment or replacement, a Warrant Status Change Request must be
completed by the provider and faxed to Xerox. Xerox then forwards the form to the Division of Health Care
Services (DHCS) for entry into the State of Alaska accounting system. Once the transaction has been verified
and posted by DHCS, Xerox will reissue the warrant.
The required Warrant Status Change Request, with instructions, can be found on the Alaska Medicaid website
at http://medicaidalaska.com/providers/forms.shtml.
Updated 06/12

Remittance Advice, Adjustments
and Voids
Remittance Advice
The remittance advice (RA) is a claim status report. It is produced weekly for any Alaska Medical Assistance
enrolled provider when there is claim activity to report, such as payment, denial, adjustment, pended claim, or
claim requiring additional information. It tells the provider the status of each claim submitted for processing.
Following the cover page, an RA is organized into the following sections:
z
z
z
z
z
z

Remittance advice messages
Paid and denied claims
Explanation of benefits (EOB) status codes (denial/error codes)
Remittance summary
Resubmission turnaround documents (RTD), if any
ClaimCheck® edits, if any

NOTE: The Adjustment Claims, Voided Claims, and In-Process Claims sections are repeated as
necessary to report all the types of claims a provider files; for example, primary service, Medicare
crossover claims, etc.
It is important for providers to read the RA each week to stay informed of provider news and events; providers
should also reconcile the RA each week in order to keep up with adjusted or denied claims and any RTDs
needing attention. Providers can use their RA to
z
z
z

Review submitted claims status
Identify claims which require further action
Learn about changes in Alaska Medical Assistance policy, reimbursement, and other guidelines

Sections of the RA are explained on the pages that follow.
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Electronic Remittance Advice
If a provider requests, Xerox will transmit the RA electronically as a data file that many practice management
software systems can recognize and manipulate. It can be used to post payments or to create or post to an
aging report. Xerox will also continue to send the RA in paper form.
NOTE: Providers must submit HIPAA compliant 837 transactions in order to receive an 835 transaction
response.
To receive the RA electronically each week, complete an Electronic Remittance (835) Authorization Form,
found at http://medicaidalaska.com/providers/forms.shtml.
Only one entity can receive the electronic RA (even if multiple entities are submitting for one provider), and
that entity must have prior approval from Xerox to receive the RA.
Updated 06/12

Adjustment Claims
Adjustments occur when Alaska Medical Assistance must correct previously paid claims. Adjustments may
occur when an error in billing or processing occurred. The provider must complete positive adjustments
(adjustments that result in additional money paid for the claim) within 12 months of the date of service or within
60 days of payment. If additional money is owed to Alaska Medical Assistance, the 60-day filing limitation does
not apply. Providers may request an adjustment electronically as an 837 claim replacement. The procedure for
adjusting a claim on paper is discussed in Adjustment/Void Request Form in this section.
The use of the terms claim control number (CCN) and identification control number (ICN) are used
interchangeably in the explanations that follow. The processed adjustment will appear in two parts on the
remittance advice:
z

z

Credit: Identified in the “Status” column, the credit lists the original CCN and reverses the original
transaction. This is referred to on the adjustment claim page as “Adjust ICN.” This portion adjusts the
credits on the provider’s 1099 by decreasing the amount paid.
Debit: Identified in the “Status” column, the debit lists the new CCN and the corrected information and
payment. It also lists the former CCN associated with the credit above. This is referred to on the
adjustment claim page as “Former ICN.” The date with the ICN is the date of the remittance advice on
which original payment was made. If additional adjustments are necessary, use the debit CCN on an AK05.

If the adjustment is incorrect on the remittance advice, submit another adjustment to correct it and enter the
CCN of the debit portion of the adjustment in field 7A.
Updated 06/12

In-Process Claims
When a claim needs special handling in processing its status is said to be in-process.
If a claim is in-process due to an error that can only be corrected by the provider, the automated system prints
a resubmission turnaround document (RTD). Then, the provider can fill in the needed information on the RTD
or attach the needed documentation. This type of claim is shown in the Status column of the in-process claim
page as “RTD.”
If an in-process claim requires internal review by Xerox or the Division of Health Care Services, its processing
is suspended or pended. For example, a claim may exceed timely filing or have attached documentation that
requires manual pricing. This type of claim is identified in the Status column as pended. No action is required
by the provider while a claim is pended; however, an RTD may be sent to the provider as a result of the
internal review. For additional information about RTDs, review Resubmission Turnaround Document in this
section.
The last remittance advice of each month reflects all in-process claims.
Updated 04/13
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Financial Transactions
This section of the remittance advice (RA) may reflect any of the following financial transactions:
z
z
z
z
z
z

Cost settlement with the provider
Recoupment of interim payments
Returned state-issued warrants or personal checks received from providers
Withholding against payments to providers according to state instructions
Payments to providers according to state instructions
Payments to providers to rectify over-collections
Updated 06/12

Explanation of Benefit Description Page
This page lists all explanation of benefit (EOB) codes found on the remittance advice (RA) and a brief
description of each code. The EOB codes and descriptions are furnished to help the provider understand the
processed claims. This information is useful in correcting and re-billing denied claims. If further information is
needed, providers should utilize the error code lookup webpage available at
http://medicaidalaska.com/providers/ErrorCodes.asp or contact Provider Inquiry.
Updated 06/12

Remittance Summary
The remittance summary shows the total weekly and year-to-date dollars paid to and collected from the
provider. After the calendar year, Xerox sends each provider a 1099 tax information statement, showing total
Alaska Medical Assistance reimbursement payments made during the year. Xerox also provides this
information to the US Internal Revenue Service (IRS). A provider’s 1099 will match the year-to-date total paid
amount shown on the last remittance advice issued for the calendar year.
Updated 06/12

Resubmission Turnaround Document
A resubmission turnaround document (RTD) may accompany the RA, identifying errors or missing information
on a claim. The RTD reports what was entered on the original claim form, what error occurred, and identifies
the field in error. Return reason codes (also called edits) and messages are printed on the RTD after the claim
information.

Resubmission Turnaround Document Edits
RTD edits explain the outcome of a manual or automated claim review. RTD edits allow providers to correct
certain errors on a claim without resubmitting the claim.
The provider should read these edits, find the fields on the RTD where the information is missing or incorrect,
and enter the corrected information in the appropriate fields.

Returning the Resubmission Turnaround Document
After completing the requested information the RTD asks for, return the RTD to Alaska Medical Assistance
either by mail or fax as indicated on the RTD.
In cases where Alaska Medical Assistance requires submission of additional information, any attachments
must include the RTD form. These could include medical justification, a form of consent, or a third party
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resource’s explanation of benefits (EOB). The RTD must be signed by the provider or an assigned
representative, since it is a supplement to the original claim.
NOTE: Do not send the requested information without the RTD form. Return only the RTD, not the
entire RA.

Timely Response
A provider is allowed 90 days to correct errors without having to resubmit a claim form. The RTD also lists the
last date that the provider may send the corrected RTD to Xerox. If the corrected RTD is not received after 60
days, a second RTD will automatically generate. The claim will be denied (indicated by edit 076) if the provider
does not send the necessary corrections within 30 days of the second notice. After the 90 day period, a
corrected claim must be resubmitted.
NOTE: Edit 076 does not mean the 12 month timely filing limit has passed, only the 90 day RTD
deadline.
Updated 06/12

Edit Resolution
An edit is a three-digit explanation code illustrating the outcome of a manual or automated review. Edits
appear on the remittance advice. Edit codes indicate
z
z

z

Pended claims: Pended claims indicate a manual review of the claim is underway. Providers need not
take any action.
Returned claims (resubmission turnaround document [RTD]): The claim contains errors or is missing
information. Providers should submit the RTD in order to move the claim forward. For additional
information, refer to Resubmission Turnaround Document in this section.
Denied claims: Denied claims have not met one or more criteria for reimbursement. Providers should
review denial codes; sometimes denied claims can be resubmitted after correcting errors. For additional
information, refer to Denied Claims in this section.

More than one edit may apply to a claim line, so edits are ordered by hierarchy. A provider may resubmit a
claim or respond to the first edit listed on a claim line; however, any subsequently listed edits may still hold up
the claim. Providers should read edits carefully, because their description includes important information which
will help correct errors in order to successfully re-bill a denied claim.
Updated 04/13

Denied Claims
When a claim line is denied, submit a new claim with corrected information in order to be reconsidered for
payment. To determine what corrections to make, refer to the explanation of benefits (EOB) code associated
with the denied claim line.
z

z

z

z

If a claim is denied for third party liability, the provider should bill all third-party resources first (with few
exceptions) and re-bill Alaska Medical Assistance with proof of billing (EOB) or proof of non-coverage
(Insurance booklet). Providers must bill all parties within 12 months timely filing.
If a claim is denied for recipient eligibility, the provider should verify dates of eligibility and notify the
recipient to seek retroactive eligibility to cover the date of service. If eligibility is updated, the provider
should re-bill the claim thereafter.
If a claim is denied for non-coverage, consider the following:
{ Is there a more appropriate procedure to bill for the service?
{ Is the procedure code current for the date of service, type or provider, or recipient?
If a claim is denied for missing service authorization (SA) information, providers should verify the SA
number submitted is accurate. If the provider did not obtain SA, contact the authorizing agency for
instructions.
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z

If a claim is denied for exceeding timely filing limits, the provider must file an appeal within 180 days. For
additional information, refer to Appeals in this section.

If these errors can be addressed appropriately, providers should send in a new claim with corrected
information.
Updated 06/12

Adjustments and Voids
Alaska Medical Assistance provides the Adjustment/Void Request Form (AK-05) for providers to submit a
request to adjust or void claims. Providers may submit an AK-05 via mail or fax. Providers may also request
an adjustment or void electronically through an 837 claim replacement request; for additional information, refer
to the Technical Report, Type 3. The AK-05 is available at http://medicaidalaska.com/ providers/forms.shtml.
NOTE: Providers may only request an adjustment or void for paid claims.
Updated 04/13

Adjustments
Providers should request an adjustment in order to correct a paid claim that was billed or processed
incorrectly. For example, submit an adjustment when
x
A procedure code billed needs correcting
x
The charges billed need correcting
x
The number of days needs correcting
x
A third party resource pays/recoups reimbursement for the claim
An update to service authorization (SA) occurs
Adjustments may increase or decrease the amount paid for the claim.
All adjustments must be submitted within 12 months of the date of service when payment is owed to the
provider (positive adjustment). If no money is owed to Alaska Medical Assistance or the adjustment does not
affect payment, there is no time limit.
x

Adjustments for Third Party Liability
When payment from a third party resource changes, Alaska Medical Assistance requires providers to submit
an adjustment and attach an explanation of benefits (EOB). When a provider fails to attach an EOB with the
adjustment request, Alaska Medical Assistance will take back all money previously paid on the claim, not just
the amount requested in the adjustment.
Updated 06/12

Voids
Providers must request to void a paid claim submitted with incorrect information, including
x
Wrong recipient ID number
x
Wrong Medicaid Contract ID number
x
Services were not rendered
x

Providers were paid by Medicare subsequent to receiving payment from Medicaid
Providers MUST ALWAYS void these claims

–

All void requests are granted and there are no time limits associated with filing a void request.
Providers can avoid duplicate claim denials by allowing the voided claim to process before submitting any
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corrected claims. After the void appears on the remittance advice, it is safe to re-bill the claim.
A processed void request will result in a refund to Alaska Medical Assistance of the entire payment, reduction
in the year-to-date dollar amount of claims paid to the provider appearing on the remittance advice and a
provider’s 1099 tax report, and deletion of the paid claim/claim line information from the recipient and provider
history files. The Medicaid Management Information System (MMIS) keeps historical records of all voided
claims, however.
Updated 06/12

Adjustment/Void Request Form
Guidelines

The Adjustment/Void Request Form (AK-05) may be used to do any of the following:
Change (adjust) a paid claim line that was billed or processed incorrectly
x
Void a paid claim line
x
Repay an overpayment
Each AK-05 submitted should have an attached copy of the claim and a copy of the page of the remittance
advice indicating its paid status.
NOTE: Do not use the AK-05 to correct a denied claim or claim line.
x

Overpayment/Refund
The AK-05 is used to refund an overpayment. Remember to always attach a copy of the claim and the
remittance advice (RA) page showing the payment. There is no time limit associated with submitting an
overpayment/refund. The provider can choose one of two refund methods:
x

Submit the AK-05, complete field 4, and include a check for the dollar amount of the refund made
payable to the State of Alaska.

x

Submit the AK-05 without a refund check and allow the money to be automatically deducted from a
subsequent Alaska Medical Assistance payment(s).

Policy When Processing a Refund due to Third Party Payment
If the third party payment exceeds the amount reimbursed by Alaska Medical Assistance, refund the total
Alaska Medical Assistance payment.
x
If the third party payment is less than the amount reimbursed by Alaska Medical Assistance, refund
Alaska Medical Assistance the amount equal to the third party payment.
In both cases, attach the third party explanation of benefits to the AK-05 and make the refund check payable
to the “State of Alaska.”
x

Updated 06/12

Appeals and Fair Hearings
Appeals
A provider may request review of a claim if payment of an initial claim was denied or reduced, or if payment
was reduced due to a recoupment action (recovery of an overpayment) by Alaska Medical Assistance.
Providers may also request an appeal for other services, including
x
Non-certification of selected inpatient and outpatient procedures and diagnoses
x
x

Residential and psychiatric treatment admissions and continued stay reviews
Denied or reduced service authorization requests for different types of services, including
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–
–
–
–
–

Substance abuse rehabilitation
Administrative wait and swing bed stays at acute rate facilities
Long-term care admissions and continued stays
Home and community-based waiver services
Personal care assistant services

x
Denied enrollment or disenrollment
In all cases, the provider must adhere to the timely filing requirements discussed in Timely Filing of Claims in
this section.
NOTE: Before appealing a claim payment or denial of payment, the provider should try other methods
to resolve the decision.
1. Paid Claim:Payment may be adjusted by submitting an Adjustment/Void Request Form (AK-05), correcting
the information that was originally submitted, within the timely filing period for that date of service or within 60
days from the date of adjudication of the claim (refer to Adjustment/Void Request Formin this section). The
payment amount will be recalculated based upon the corrected claim information.
2.
Denied Claim: If a claim is denied because the information on it is incorrect, resubmit the claim with the
correct information within the timely filing period for that date of service.
NOTE: Appeals must be in writing.
1.
Send first level appeals to Xerox.
2. Send second level appeals to the appropriate Office or Division within the Department of Health and Social
Services; for additional information, refer to Second Level Appeal in this section.
3.
Send final level appeals attention Commissioner, Department of Health and Social Services.
Updated 04/13

Pre-Appeals Process
This process is available only for services that providers feel are exceptions to current Alaska Medical
Assistance policies or editing which would normally be applied and result in denial or reduction of payment. To
utilize this process, submit the claim with appropriate documentation that supports the exceptional
circumstances to
Xerox State Healthcare, LLC
Attention: Pre-Appeal Review
PO Box 240808
Anchorage, AK 99524-0808
To ensure that it is not confused with routine correspondence, the claim and supporting documentation are to
be submitted by mail with a cover sheet clearly marked “Pre-Appeal Review” or the provider may use the
Provider Appeal Form available on the Alaska Medicaid webpage
http://medicaidalaska.com/providers/forms.shtml.
Providers will be notified of the outcome in a future remittance advice statement after the claim is processed.
Updated 06/12

First Level Appeal
A provider may request a first level appeal if payment of an original claim was denied or reduced, or if
payment was reduced due to a recoupment action. The provider is encouraged to use the Provider Appeal
Form located on the Alaska Medicaid webpage http://medicaidalaska.com/providers/forms.shtml.
Providers may file first level appeals with Xerox except for those services authorized by Qualis Health (refer to
the Select Diagnoses and Procedures Pre-Certification List). For additional instructions on filing an appeal with
qualis, refer to the Qualis Health Alaska Medicaid Provider Manual available at http://www.qualishealth.org.
Providers must appeal for individual claim denials resulting from National Correct Coding Initiative (NCCI)
edits, including
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z
z
z

Procedure-to-procedure edits
Medically unlikely edits
Units of service edits

For additional information about NCCI regulations, refer to National Correct Coding Initiative (NCCI) in this
section or visit the Centers for Medicare and Medicaid Services (CMS) website at
http://www.cms.gov/Medicare/Coding/NationalCorrectCodInitEd/.
Follow these guidelines in order to file a first level appeal:
1. First level appeals must be in writing and received within 180 days of the claim disposition date (the date
of the remittance advice [RA]), or within the timely filing period for that date of service. Any appeal
submitted past timely will not be considered.
NOTE: Providers may not file a first level appeal by facsimile, telephone or any other oral
communication.
2. Include a copy of the claim denial or payment notice from the RA, a copy of the original claim that was
denied or reduced, and any supporting documentation considered relevant (i.e., chart notes, claim check
audit report, etc.) .
3. Providers should submit first level appeals with supporting documentation to the Provider Services Unit,
attention Appeals at Xerox.
4. Xerox will notify providers in writing of the first level appeal results.
If the reviewer upholds the initial decision, providers have the right to file a second level appeal.
Updated 04/13

Second Level Appeal
A provider may request a second level appeal when
z
z
z

The provider is not satisfied with the results of the first level appeal
The provider is not satisfied with a denied enrollment or disenrollment
The provider is not satisfied with a service authorization decision

A second level appeal for National Correct Coding Initiative (NCCI) edits is permissible.
A second level appeal must be requested in writing to the appropriate Office or Division within the Department
of Health and Social Services (DHSS). To select the appropriate Office and Division to send the second level
appeal, refer to the table below.

Second Level Appeals Submission
Provider Service Type
Inpatient psychiatric and
residential psychiatric facility
services
Home and community-based
waiver services
Intermediate care facility

DHSS Office/Division
Division of Behavioral Health

http://dhss.alaska.gov/dbh/Pages/Contacts/default.aspx
Division of Senior and Disability Services

http://dhss.alaska.gov/dsds/Pages/contact.aspx

Intermediate Care Facility for
Individuals with Intellectual and
Developmental Disabilities
(ICF/IDD)
Personal care assistant services
Skilled nursing facility
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Targeted case management for
children under the Infant
Learning Program
Ambulatory surgery center
Chiropractic services

Office of Children Services, Infant Learning Program

http://dhss.alaska.gov/ocs/Pages/default.aspx
Division of Health Care Services

http://dhss.alaska.gov/dhcs/Pages/contacts_hcs.aspx

Dental care
Dietician services
Direct-entry midwife services
Durable medical equipment and
supplies, respiratory therapy
services, and prosthetic devices
Early periodic screening,
diagnosis, and treatment
(EPSDT) services
End stage renal disease
(dialysis) clinic
Family planning
Federally Qualified Health
Centers (FQHC) and Rural
Health Clinics (RHC)
Home health care
Hospice
Hospital – inpatient and
outpatient
IHS clinic

Division of Health Care Services

http://dhss.alaska.gov/dhcs/Pages/contacts_hcs.aspx

IHS hospital – inpatient and
outpatient
Laboratory and imaging
Nutrition services
Occupational therapy
Pharmacy
Physical therapy
Physician clinic
Physician, advanced nurse
practitioner, and physician
assistant services
Podiatry services
Private duty nursing
Psychologist services
School-based services
Speech, hearing, and language
Transportation (emergent and
non-emergent) and
accommodation services
Vision care services

To submit a second level appeal, follow these guidelines:
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1. Second level appeals must be in writing and postmarked within 60 days of the date of the first level
appeal decision by Xerox or within 60 days of the adverse enrollment or service authorization decision.
NOTE: Providers may not file a second level appeal by telephone or any other oral
communication.
2. Include a copy of the Xerox first level appeal decision, or a copy of adverse enrollment or service
authorization decision, a copy of the claim denial or payment notice, a copy of the submitted claim, and
supporting documentation considered relevant.
3. Providers will be notified in writing of the final decision.
Updated 04/13

Final Level Appeal
Providers may appeal a previous decision to the Commissioner of the Alaska Department of Health and Social
Services (DHSS) when they are not satisfied with the results of the second level appeal only when it relates to
denial of a claim for not meeting the timely filing requirement.
Final level appeal steps are as follows:
1. An appeal to the DHSS Commissioner must be in writing and postmarked no later than 60 days after the
date of the second-level appeal decision by the Division of Health Care Services or the hospitalization
decision. Include a clear description of the issue or decision being appealed and the reason for the
appeal.
2. Providers should submit this appeal to
Commissioner, Department of Health and Social Services
PO Box 110601
Juneau, AK 99811-0601
Updated 06/12

Fair Hearings
Alaska Medical Assistance recipients may request a fair hearing when
z
z
z

Application for benefits under an Alaska Medical Assistance Program (Medicaid, Denali KidCare, or
CAMA) is denied.
Benefits are changed, reduced or terminated.
Coverage for a specific medical service is denied.

In order to request a fair hearing, the recipient should call the Recipient Helpline or make a request in writing
to
Xerox State Healthcare, LLC
Recipient Services Department
1835 S. Bragaw St., Ste. 200
Anchorage, AK 99508
Updated 06/12
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