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TAB 1 



ALASKA WORKERS’ COMPENSATION  
MEDICAL SERVICES REVIEW COMMITTEE MEETING 

June 21, 2019 
 

ALASKA DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT 
DIVISION OF WORKERS’ COMPENSATION 

3301 Eagle Street, Room 208 
Anchorage, Alaska 

 
AGENDA 

 
June 21, 2019 
10:00 am Call to order 
  Roll call establishment of quorum 
10:05 am Approval of Agenda 
10:10 am Approval of minutes from August 10, 2014 meeting 
10:15 am Public Comment Period  
11:15 am Break 
11:30 am Overview of MSRC Fee Schedule Issues  
11:45 am Presentation – Medical Treatment Guidelines and Utilization Standards 
1:00 pm Lunch Break 
2:00 pm Fee Schedule Guidelines Development 

• Items for consideration 
o Conversion factor determinations/consolidation options 
o Physical Therapist and other non-physician providers 

reimbursement/utilization/frequency determination 
o Hearing aid dispensing, fitting, and other fees 
o Non-FDA approved procedures standards for payment 
o Chiropractic Injections 
o Narrative cosmetic issues 

• Goals 
3:00 pm Break 
3:15 pm Fee Schedule Guidelines Development (cont.) 
5:00 pm Adjournment 
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Workers’ Compensation 
Medical Services Review Committee 

Meeting Minutes 
July 27, 2018 

I. Call to order 
Director Marx, acting as Chair of the Medical Services Review Committee, called the 
Committee to order at 10:02 am on Friday, July 27, 2018, in Anchorage, Alaska. 

II. Roll call 
Director Marx conducted a roll call.  The following Committee members were present, 
constituting a quorum:  
 
Vince Beltrami   Dr. Mary Ann Foland   Jennifer House  
Tammi Lindsey   Misty Steed    Dr. Christopher Twiford 
 
Members Pamla Scott and Dr. Robert Hall were excused.  

III. Approval of Agenda 
A motion to adopt the agenda was made by member Beltrami and seconded by member 
Foland.  The agenda was adopted unanimously. 

IV. Review of Minutes 
The July 13, 2018 minutes were unanimously adopted by the committee. 

V. Fee Schedule Guidelines Development Discussion 
The committee reviewed the Draft MSRC July 27, 2018 Report. One grammatical error was 
noted and will be corrected. A motion to approve the draft report as corrected was made by 
member Beltrami and seconded by member Foland. A vote was held and the motion passed 
unanimously.  

VI. Public Comment 
Christopher Frost - United Physical Therapy 

 Requested that the committee revisit Physical Therapy billing codes.  
 Reiterated that physical therapy codes are primarily used by physical therapists.  
 Stated that Alaska does not conform to CMS Guidelines for these codes.  

VII. Fee Schedule Guidelines Development Discussion 
The committee reviewed additional changes that had been made to the Alaska Workers’ 
Compensation Medical Fee Schedule since the previous meeting.  
 
The committee revisited the issue of hearing aid hardware payment rules. A note will be 
added to clarify that hearing aid hardware should be billed at 130% of the manufacturer or 
suppliers invoice, rather than the provider invoice.  
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A Motion to approve the Alaska Workers’ Compensation Medical Fee Schedule with the one 
change noted above was made by member Beltrami, and seconded by member Foland. A 
vote was held and the motion passed unanimously. 
 
The committee discussed the schedule and agenda items for 2019. The MSRC has tentatively 
scheduled the following meetings in 2019: June 14, July 12, August 2, and August 16. 
 
The next meeting is scheduled for August 10, 2018. This will be a joint meeting of the MSRC 
and Workers’ Compensation Board, and will be held in-person.  
 
Meeting Adjourned 11:10am 
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2020 Alaska Medical Fee Schedule Proposed Action Items 
1. Determine whether conversion factors can be effectively consolidated 
2. Determine Physical Therapist and other non-physician reimbursement 
3. Determine whether hearing aids/services require guidelines 
4. Determine payment standards for non-FDA approved procedures 
5. Determine payment standards for chiropractic injections 
6. Refine the fee schedule narrative 
7. Evaluate the appropriateness, necessity, and cost of medical and related 

services for Workers’ Compensation and make recommendations to the 
Department and Board (e.g. evidence based treatment guideline adoption) 

8. Other items identified by the MSRC membership    
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Alaska Workers’ Compensation Medical Services Review Committee, AS 23.30.095(j) 

The commissioner shall appoint a medical services review committee to assist and advise the 
department and the board in matters involving the appropriateness, necessity, and cost of medical 
and related services provided under this chapter. The medical services review committee shall 
consist of nine members to be appointed by the commissioner as follows:         

(1) one member who is a member of the Alaska State Medical Association;
(2) one member who is a member of the Alaska Chiropractic Society;
(3) one member who is a member of the Alaska State Hospital and Nursing Home
Association;
(4) one member who is a health care provider, as defined in AS 09.55.560;
(5) four public members who are not within the definition of "health care provider" in AS
09.55.560; and
(6) one member who is the designee of the commissioner and who shall serve as chair.

Committee Membership as of June 15, 2019 

Seat Last Name First Name Affiliation 
Chairperson Mitchell Grey Director, Division of 

Workers’ Compensation 
Alaska State Medical 
Association 

Hall, MD Robert J. Orthopedic Physicians 
Anchorage, Inc. 

Alaska Chiropractic 
Society 

Kanady, DC Timothy Kanady Chiropractic Center, 
Inc. 

Alaska State Hospital 
& Nursing Home 
Association 

Newcombe William 
“Ross” 

Providence Alaska 
Medical Center 

Medical Care Provider Foland, MD Mary Ann Primary Care Associates 

Lay Member - Industry Steed Misty PACBLU 

Lay Member - Industry Scott Pam Alaska Timber 
Insurance Exchange 

Lay Member - Labor Beltrami Vince AFL-CIO 

Lay Member - Industry Lindsey Tammi Industry 
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NCCI estimates that the changes to the fee schedule in Alaska, effective January 1, 2019, will result in 
a negligible1 impact on overall workers compensation system costs. 
 
 

SUMMARY OF CHANGES 

The major changes to the Alaska medical fee schedule (MFS) effective 1/1/2019 include: 
 

 Update to the Physician Fee Schedule to incorporate 2019 Medicare Resource-Based Relative 
Value Units (RBRVUs) established for each CPT2 code and published by the Centers for Medicare 
and Medicaid Services (CMS). The prior Physician Fee Schedule was based on 2018 Medicare 
RBRVUs. The conversion factors established by the Department of Labor and Workforce 
Development (DLWD) for surgery, radiology, and pathology & lab services have been updated 
from $174 to $165, $206 to $196, and $142 to $135, respectively. All other conversion factors 
remain unchanged.  
 

 Update to the Hospital Inpatient Fee Schedule to incorporate 2019 Medicare Severity Diagnosis 
Related Group (MS-DRG) weights. The prior Hospital Inpatient Fee Schedule was based on 2018 
MS-DRG weights and hospital specific base rates. The DLWD established multipliers for each 
hospital to be applied to the Medicare Maximum Allowable Reimbursement (MAR) amount. All 
multipliers remain unchanged, with the exception of Mt. Edgecumbe Hospital which is now a 
critical access hospital. 
  

 Update to the Hospital Outpatient Fee Schedule and Ambulatory Surgical Center (ASC) Fee 
Schedule to incorporate 2019 Medicare Outpatient Prospective Payment System (OPPS) relative 
weights established for each CPT code and published by the CMS. The prior Hospital Outpatient 
Fee Schedule was based on 2018 OPPS relative weights. The conversion factor established by 
the DLWD remains at $221.79. 
 

 Update to the Durable Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) Fee 
Schedule to incorporate 2019 DMEPOS MARs established for each HCPCS3 code published by the 
CMS. The prior DMEPOS fee schedule was based on 2018 MARs. As established by the DLWD, 
DMEPOS services will continue to be reimbursed at 184% of Medicare’s DMEPOS fee schedule. 
 

 Update to the intrastate air ambulance fees associated with wing air mile rates to incorporate 
the 2019 Ambulance Fee Schedule MARs established for each HCPCS code and published by the 
CMS. The prior intrastate air ambulance fee schedule was based on 2018 MARs. As established 
by the DLWD, intrastate air ambulance HCPCS codes associated with wing air mile rates will not 

                                                 

 
1 Negligible is defined in this document to be an impact of less than 0.1%. 
2 Current Procedural Terminology maintained by the American Medical Association 
3 Healthcare Common Procedure Coding System maintained by the CMS 

089



 
 

ANALYSIS OF ALASKA MEDICAL FEE SCHEDULE CHANGES 
EFFECTIVE JANUARY 1, 2019 

 

 
 Page 2 of 5 CONTACT: Todd Johnson 

 06/17/2019 Telephone: (561) 893-3814 

  E-mail: Todd_Johnson@ncci.com 

   

© Copyright 2019 National Council on Compensation Insurance, Inc. All Rights Reserved. 

 

exceed 400% of the Medicare fee schedule rate. The fixed wing lift-off fee will not exceed 
$11,500 and the rotary wing lift-off fee will not exceed $13,500. 

 
 

ACTUARIAL ANALYSIS 

NCCI’s methodology to evaluate the impact of medical fee schedule changes includes three major steps: 
 

1. Calculate the percentage change in maximum reimbursements 

 Compare the prior and revised maximum reimbursements by procedure code and 
determine the percentage change by procedure code. 

 Calculate the weighted-average percentage change in maximum reimbursements for 
the fee schedule using observed payments by procedure code as weights. 
 

2. Estimate the price level change as a result of the revised fee schedule 

 NCCI research by David Colón and Paul Hendrick, “The Impact of Fee Schedule Updates 
on Physician Payments” (2018), suggests that approximately 80% of the change in 
maximum reimbursements for physician fee schedules is realized on payments impacted 
by the change. For non-physician fee schedule changes, a price realization factor of 80% 
is assumed. 

 
3. Determine the share of costs that are subject to the fee schedule 

 The share is based on a combination of fields, such as procedure code, provider type, 
and place of service, as reported on the NCCI Medical Data Call, to categorize payments 
that are subject to the fee schedule. 

 The share is calculated as the greater of the percent of observed payments with a 
maximum allowable reimbursement (MAR) or 75%. NCCI assumes no change for the 
share of costs not subject to the fee schedule. 

 

In this analysis, NCCI relies primarily on two data sources: 
 

 Detailed medical data underlying the calculations in this analysis are based on NCCI’s 
Medical Data Call for Alaska for Service Year 2017. 

 The share of benefit costs attributed to medical benefits is based on NCCI’s Financial Call 
data for Alaska from Policy Years 2014, 2015, and 2016 projected to the effective date 
of the benefit changes. 

 

Physician Fee Schedule 
 
In Alaska, payments for physician services represent 46.8% of total medical costs. The overall change in 
maximums for physician services is a weighted average of the percentage change in MAR by procedure 
code (Revised MAR/Prior MAR). The weights are based on Service Year 2017 observed payments by 
procedure code for Alaska, as reported on NCCI’s Medical Data Call. The overall weighted-average 
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percentage change in maximums for physician services is -2.3%. The impact by category is shown in the 
following table. 
 

Physician Practice Category Share of Physician Costs Percentage Change in MAR 
Anesthesia 4.0% 0.0% 
Surgery 28.1% -5.2% 
Radiology 13.2% -5.4% 
Pathology & Laboratory 0.7% -8.8% 
Evaluation & Management 18.2% +0.5% 
Medicine 32.2% -0.5% 
Other HCPCS 0.2% 0.0% 
Physician Payments with no specific MAR 3.4% - 
Total Physician Costs 100.0% -2.3% 
 

A price realization factor of 80% was applied. The impact on physician payments after applying the price 
realization factor is -1.8% (= -2.3% x 0.80). 
 
The above impact of -1.8% is then multiplied by the percentage of medical costs attributed to physician 
payments in Alaska (46.8%) to arrive at an impact of -0.8% on medical costs. This is then multiplied by 
the percentage of benefit costs attributed to medical benefits in Alaska (70%) to arrive at an impact on 
overall workers compensation costs of -0.6%. 
 

Hospital Inpatient Fee Schedule 
 
In Alaska, payments for hospital inpatient services represent 12.1% of total medical costs. Of these 
payments, 83.5% have a MAR. The overall change in maximums for hospital inpatient services is a 
weighted average of the percentage change in MAR by episode (Revised MAR/Prior MAR). The weights 
are based on Service Year 2017 observed payments by episode for Alaska, as reported on NCCI’s Medical 
Data Call. The overall weighted-average percentage change in maximums for hospital inpatient services 
is +3.1%4. A price realization factor of 80% was applied. The impact on hospital inpatient payments after 
applying the price realization factor is +2.5% (= +3.1% x 0.80). 
 
The above impact of +2.5% is then multiplied by the percentage of medical costs attributed to hospital 
inpatient payments in Alaska (12.1%) to arrive at an impact of +0.3% on medical costs. This is then 
multiplied by the percentage of benefit costs attributed to medical benefits in Alaska (70%) to arrive at 
an impact of +0.2% on overall workers compensation costs. 
 

 
 

                                                 

 
4 This does not include the impact of any change in reimbursement levels due Mt. Edgecumbe’s transition to a 
critical access hospital. This impact is expected to be minimal. 
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Hospital Outpatient Fee Schedule 
 
In Alaska, payments for hospital outpatient services represent 14.4% of total medical costs. Of these 
payments, 90.6% have a MAR. The impact on hospital outpatient services, which is calculated in an 
analogous manner to the physician fee schedule change, is +1.0%. A price realization factor of 80% was 
applied. The impact on hospital outpatient payments after applying the price realization factor is +0.8% 
(= +1.0% x 0.80). 
 
The above impact of +0.8% is then multiplied by the percentage of medical costs attributed to hospital 
outpatient payments in Alaska (14.4%) to arrive at an impact of +0.1% on medical costs. This is then 
multiplied by the percentage of benefit costs attributed to medical benefits in Alaska (70%) to arrive at 
an impact of +0.1% on overall workers compensation costs. 
 
Note that Medicare rules for outpatient services contain a comprehensive payment policy that packages 
payment for adjunctive and secondary items, services, and procedures into the primary procedure 
under certain circumstances. For this analysis, the experience is aggregated according to the packaging 
rules reflected under Medicare, if applicable. 
 

Ambulatory Surgical Centers (ASC) Fee Schedule 
 
In Alaska, payments for ASC services represent 11.4% of total medical costs. Of these payments, 90.5% 
have a MAR. The impact on ASC services, which is calculated in an analogous manner to the physician 
fee schedule change, is +3.1%. A price realization factor of 80% was applied. The impact on ASC 
payments after applying the price realization factor is +2.5% (= +3.1% x 0.80). 
 
The above impact of +2.5% is then multiplied by the percentage of medical costs attributed to ASC 
payments in Alaska (11.4%) to arrive at an impact of +0.3% on medical costs. This is then multiplied by 
the percentage of benefit costs attributed to medical benefits in Alaska (70%) to arrive at an impact of 
+0.2% on overall workers compensation costs. 
 

Durable Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) Fee Schedule 
 
In Alaska, payments for DMEPOS services represent 3.9% of total medical costs. The impact on DMEPOS 
services, which is calculated in an analogous manner to the physician fee schedule change, is +1.8%. A 
price realization factor of 80% was applied. The impact on DMEPOS service payments after applying the 
price realization factor is +1.4% (= +1.8% x 0.80).  
 
The above impact of +1.4% is then multiplied by the percentage of medical costs attributed to DMEPOS 
payments in Alaska (3.9%) to arrive at an impact of +0.1% on medical costs. This is then multiplied by 
the percentage of benefit costs attributed to medical benefits in Alaska (70%) to arrive at an impact of 
+0.1% on overall workers compensation costs. 
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Intrastate Air Ambulance Fee Schedule 
 
In Alaska, payments for air ambulance services represent 2.4% of total medical payments, and 37.4% of 
air ambulance payments are for intrastate flights. Therefore, the payments for intrastate air ambulance 
services represent 0.9% (= 2.4% x 37.4%) of total medical payments. The impact on intrastate air 
ambulance services, which is calculated in an analogous manner to the physician fee schedule change, is 
+1.4%. The impact on intrastate air ambulance payments after applying the price realization factor is 
+1.1% (= +1.4% x 0.80).  
 
The above impact of +1.1% is then multiplied by the percentage of medical costs attributed to intrastate 
air ambulance payments in Alaska (0.9%) to arrive at a negligible increase on medical costs and on 
overall workers compensation costs. 
 

 
SUMMARY OF IMPACTS 
 
The impacts from the fee schedule changes in Alaska, effective January 1, 2019, are summarized in the 
following table: 
 

 (A) (B) (C) = (A) x (B) 

Type of Service 
Impact on Type 

of Service 
Share of Medical 

Costs 
Impact on Medical 

Costs 
Physician -1.8% 46.8% -0.8% 
Hospital Inpatient +2.5% 12.1% +0.3% 
Hospital Outpatient +0.8% 14.4% +0.1% 
ASC +2.5% 11.4% +0.3% 
DMEPOS +1.4% 3.9% +0.1% 
Intrastate Air Ambulance +1.1% 0.9% Negligible Increase 
  
Combined Impact on Medical Costs (D) = Total of (C) Negligible 
Medical Costs as a Share of Overall Costs (E) 70% 
Combined Impact on Overall Costs (F) = (D) × (E) Negligible 

 

 

 

 

 

 

 
THIS DOCUMENT AND ANY ANALYSIS, ASSUMPTIONS, AND PROJECTIONS CONTAINED HEREIN PROVIDE AN ESTIMATE OF THE POTENTIAL 
PROSPECTIVE COST IMPACT(S) OF PROPOSED/ENACTED SYSTEM CHANGE(S) AND IS PROVIDED SOLELY AS A REFERENCE TOOL TO BE USED FOR 
INFORMATIONAL PURPOSES ONLY. THIS DOCUMENT SHALL NOT BE CONSTRUED OR INTERPRETED AS PERTAINING TO THE NECESSITY FOR OR A 
REQUEST FOR A LOSS COST/RATE INCREASE OR DECREASE, THE DETERMINATION OF LOSS COSTS/RATES, OR LOSS COSTS/RATES TO BE 
REQUESTED. THE ANALYSIS CONTAINED HEREIN EVALUATES THE DESCRIBED CHANGES IN ISOLATION UNLESS OTHERWISE INDICATED; ANY OTHER 
CHANGES NOT INCLUDED IN THIS ANALYSIS THAT ARE ULTIMATELY ENACTED MAY RESULT IN A DIFFERENT ESTIMATED IMPACT. I, DAN CLAYMAN, 
FCAS, MAAA, AM A MANAGER AND ASSOCIATE ACTUARY FOR THE NATIONAL COUNCIL ON COMPENSATION INSURANCE, INC. AND THE ACTUARY 
RESPONSIBLE FOR THE PREPARATION OF THIS DOCUMENT. THIS DOCUMENT IS PROVIDED “AS IS” ON THE DATE SET FORTH HEREIN AND INCLUDES 
INFORMATION AND EVENTS AVAILABLE AT THE TIME OF PUBLICATION ONLY.  
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NCCI estimates that the changes to the fee schedule in Alaska, effective January 1, 2018, will result in 
an impact of ‐1.0% on overall workers compensation system costs in Alaska. 
 
Summary of Changes 
 
The major changes to the Alaska medical fee schedule (MFS) effective 1/1/2018 include: 
 

 Update to the Physician Fee Schedule to incorporate 2018 Medicare Resource‐Based Relative 
Value Units (RBRVUs) established for each CPT1 code and published by the Centers for 
Medicare and Medicaid Services (CMS). The prior Physician Fee Schedule was based on 2017 
Medicare RBRVUs. The conversion factors established by the Department of Labor and 
Workforce Development (DLWD) for surgery and radiology services have been updated from 
$205 and $257 to $174 and $206, respectively. All other conversion factors remain unchanged. 
The revised conversion factors are listed below. 

 

 Evaluation and Management     $  80.00 

 Medicine [excluding anesthesiology]   $  80.00 

 Surgery           $174.00 

 Radiology           $206.00 

 Pathology and Laboratory       $142.00 

 Anesthesia          $121.82 
 

 Update to the Hospital Inpatient Fee Schedule to incorporate 2018 Medicare Severity Diagnosis 
Related Group (MS‐DRG) weights. The prior Hospital Inpatient Fee Schedule was based on 2017 
MS‐DRG weights and hospital specific base rates. This year the DLWD established multipliers 
for each hospital to be applied to the Medicare Maximum Allowable Reimbursement (MAR) 
amount. The multipliers are listed below. 

 

 Providence Alaska Medical Center       2.38 

 Mat‐Su Regional Medical Center       1.84 

 Bartlett Regional Hospital         1.79 

 Fairbanks Memorial Hospital       1.48 

 Alaska Regional Hospital         2.32 

 Yukon Kuskokwim Delta Regional Hospital     2.63 

 Central Peninsula General Hospital       1.38 

 Alaska Native Medical Center       2.53 

 Mt. Edgecumbe Hospital         1.83 

 All Other Hospitals          2.02 
 

                                                 
 
1 Current Procedural Terminology maintained by the American Medical Association 
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 Update to the Hospital Outpatient Fee Schedule to incorporate 2018 Medicare Outpatient 
Prospective Payment System (OPPS) relative weights established for each CPT code and 
published by the CMS. The prior Hospital Outpatient Fee Schedule was based on 2017 OPPS 
relative weights. The conversion factor established by the DLWD remains at $221.79. 
 

 Update to the Ambulatory Surgical Center (ASC) Fee Schedule to incorporate 2018 Medicare 
OPPS relative weights established for each procedure code and published by the CMS. The 
prior ASC fee schedule was based on 2017 OPPS relative weights. The conversion factor 
established by the DLWD remains at $221.79. 
 

 Update to the Durable Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) Fee 
Schedule to incorporate 2018 DMEPOS MARs established for each HCPCS2 code published by 
the CMS. The prior DMEPOS fee schedule was based on 2017 MARs. As established by the 
DLWD, DMEPOS services will continue to be reimbursed at 184% of Medicare’s DMEPOS fee 

schedule. 
 

 Update to the intrastate air ambulance fees associated with wing air mile rates to incorporate 
the 2018 Ambulance Fee Schedule MARs established for each HCPCS code and published by 
the CMS. The prior intrastate air ambulance fee schedule was based on 2017 MARs. As 
established by the DLWD, intrastate air ambulance HCPCS codes associated with wing air mile 
rates will not exceed 400% of the Medicare fee schedule rate. The fixed wing lift‐off fee will not 
exceed $11,500 and the rotary wing lift off fee will not exceed $13,500. 

 
 
Actuarial Analysis 
 
NCCI’s methodology to evaluate the impact of medical fee schedule changes includes three major steps: 
 

1. Calculate the percentage change in maximum reimbursements 

 Compare the prior and revised maximum reimbursements by procedure code and 
determine the percentage change by procedure code. 

 Calculate the weighted‐average percentage change in maximum reimbursements for 
the fee schedule using observed payments by procedure code as weights. 
   

2. Estimate the price level change as a result of the revised fee schedule 

 NCCI research by Frank Schmid and Nathan Lord (2013), “The Impact of Physician Fee 
Schedule Changes in Workers Compensation:  Evidence from 31 States”, suggests that a 
portion of a change in maximum reimbursements is realized on payments impacted by 
the change. 

o In response to a fee schedule decrease, NCCI research indicates that physician 
payments decline by approximately 50% of the fee schedule change.  

                                                 
 
2 Healthcare Common Procedure Coding System maintained by the CMS 
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o In response to a fee schedule increase, NCCI research indicates that physician 
payments increase by approximately 80% of the fee schedule change. The 
magnitude of the response for physician fee schedules depends on the relative 
difference between actual payments and fee schedule maximums (i.e. the price 
departure). Consequently, the formula used to determine the percent realized 
for physician fee schedule changes is 80% x (1.10 + 1.20 x (price departure)).  
For non‐physician fee schedule changes, a price realization factor of 80% is 
assumed. 
 

3. Determine the share of costs that are subject to the fee schedule 
 The share is based on a combination of fields, such as procedure code, provider type, 

and place of service, as reported on the NCCI Medical Data Call, to categorize payments 
that are subject to the fee schedule. 

 The share is calculated as the greater of the percent of observed payments with a MAR 
or 75%. NCCI assumes no change for the share of costs not subject to the fee schedule. 

 
In this analysis, NCCI relies primarily on two data sources: 
 

 Detailed medical data underlying the calculations in this analysis are based on NCCI’s 
Medical Data Call for Alaska for Service Year 2016. 

 The share of benefit costs attributed to medical benefits is based on NCCI’s Financial Call 
data for Alaska from the latest three policy years projected to the effective date of the 
benefit changes. 

 
Physician Fee Schedule 
 
In Alaska, payments for physician services represent 47.1% of total medical costs. Of these payments, 
91.1% have a MAR. The overall change in maximums for physician services is a weighted average of the 
percentage change in MAR by procedure code (Revised MAR/Prior MAR). The weights are based on 
Service Year 2016 observed payments by procedure code for Alaska, as reported on NCCI’s Medical Data 
Call. The overall weighted‐average percentage change in maximums for physician services is ‐7.1%. The 
impact by category is shown in the following table. 
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Physician Practice Category  Share of Physician Costs  Percentage Change in MAR

Anesthesia  3.8%  ‐ 

Surgery  27.1%  ‐14.9% 

Radiology  13.1%  ‐19.1% 

Pathology and Laboratory  0.5%  ‐7.9% 

Evaluation and Management  15.1%  +0.3% 

Medicine  31.3%  ‐1.8% 

Other HCPCS  0.2%  ‐2.7% 

 Physician Payments with no specific MAR  8.9%  ‐ 

Total Physician Costs  100.0%  ‐7.1% 

 
Since the overall average maximum reimbursement for physician services decreased, the percentage 
expected to be realized from the fee schedule change is 50%. The impact on physician payments after 
applying the price realization factor is ‐3.6% (= ‐7.1% x 0.50). 
 
The above impact of ‐3.6% is then multiplied by the percentage of medical costs attributed to physician 
payments in Alaska (47.1%) to arrive at an impact of ‐1.7% on medical costs. This is then multiplied by 
the percentage of benefit costs attributed to medical benefits in Alaska (70.0%) to arrive at an impact of 
‐1.2% on overall workers compensation costs. 
 
Hospital Inpatient Fee Schedule 
 
In Alaska, payments for hospital inpatient services represent 11.8% of total medical costs. Of these 
payments, 74.2% have a MAR. The impact on hospital inpatient services, which is calculated in an 
analogous manner to the physician fee schedule change, is ‐3.2%. For hospital inpatient services, the 
experience is aggregated by episode when calculating the impact. A price realization factor of 50% was 
applied. The impact on hospital inpatient payments after applying the price realization factor is ‐1.6%  
(= ‐3.2% x 0.50). 
 
The above impact of ‐1.6% is then multiplied by the percentage of medical costs attributed to hospital 
inpatient payments in Alaska (11.8%) to arrive at an impact of ‐0.2% on medical costs. This is then 
multiplied by the percentage of benefit costs attributed to medical benefits in Alaska (70.0%) to arrive at 
an impact of ‐0.1% on overall workers compensation costs. 
 
Hospital Outpatient Fee Schedule  
 
In Alaska, payments for hospital outpatient services represent 12.7% of total medical costs. Of these 
payments, 90.1% have a MAR. The impact on hospital outpatient services, which is calculated in an 
analogous manner to the physician fee schedule change, is +1.9%. A price realization factor of 80% was 
applied. The impact on hospital outpatient payments after applying the price realization factor is +1.5% 
(= +1.9% x 0.80).  
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The above impact of +1.5% is then multiplied by the percentage of medical costs attributed to hospital 
outpatient payments in Alaska (12.7%) to arrive at an impact of +0.2% on medical costs. This is then 
multiplied by the percentage of benefit costs attributed to medical benefits in Alaska (70.0%) to arrive at 
an impact of +0.1% on overall workers compensation costs. 
 
Note that Medicare rules for outpatient services contain a comprehensive payment policy that packages 
payment for adjunctive and secondary items, services, and procedures into the primary procedure 
under certain circumstances. For this analysis, the experience is aggregated according to the packaging 
rules reflected under Medicare, if applicable. 
 
Ambulatory Surgical Centers (ASC) Fee Schedule  
 
In Alaska, payments for ASC services represent 11.6% of total medical costs. Of these payments, 90.2% 
have a MAR. The impact on ASC services, which is calculated in an analogous manner to the physician 
fee schedule change, is +2.8%. A price realization factor of 80% was applied. The impact on ASC 
payments after applying the price realization factor is +2.2% (= +2.8% x 0.80).   
 
The above impact of +2.2% is then multiplied by the percentage of medical costs attributed to ASC 
payments in Alaska (11.6%) to arrive at an impact of +0.3% on medical costs. This is then multiplied by 
the percentage of benefit costs attributed to medical benefits in Alaska (70.0%) to arrive at an impact of 
+0.2% on overall workers compensation costs. 
 
Durable Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) Fee Schedule 
 
In Alaska, payments for DMEPOS services represent 4.7% of total medical costs. The impact on DMEPOS 
services, which is calculated in an analogous manner to the physician fee schedule change, is +0.3%. A 
price realization factor of 80% was applied. The impact on DMEPOS payments after applying the price 
realization factor is +0.2% (= +0.3% x 0.80). 
 
The above impact of +0.2% is then multiplied by the percentage of medical costs attributed to DMEPOS 
payments in Alaska (4.7%) to arrive at a negligible3 increase on medical costs and on overall workers 
compensation costs. 
 
Intrastate Air Ambulance Fee Schedule 
 
In Alaska, payments for air ambulance services represent 2.7% of total medical payments and 39.3% of 
air ambulance payments are for intrastate flights. Therefore, the payments for intrastate air ambulance 
services represent 1.1% (= 2.7% x 39.3%) of total medical payments. The impact on intrastate air 
ambulance services, which is calculated in an analogous manner to the physician fee schedule change, is 
+0.6%. The impact on intrastate air ambulance payments after applying the price realization factor is 
+0.5% (= +0.6% x 0.80). 

                                                 
 
3 Negligible is defined in this document to be an impact of less than 0.1%. 
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The above impact of +0.5% is then multiplied by the percentage of medical costs attributed to intrastate 
air ambulance payments in Alaska (1.1%) to arrive at a negligible increase on medical costs and on 
overall workers compensation costs. 
 
Summary of Impacts 
 
The impacts from the fee schedule change in Alaska, effective January 1, 2018, are summarized in the 
following table: 
 

  (A)   (B)  (C) = (A) x (B)  (D)  (E) = (C) × (D) 
   

Type of Service 
Impact on 
Type of 
Service 

Share of 
Medical 
Costs 

Impact on 
Medical 
Costs 

Medical Costs 
as a Share of 
Overall Costs 

Impact on 
Overall Costs 

           

Physician Services  ‐3.6%  47.1%  ‐1.7% 

70.0% 

‐1.2% 

Hospital Inpatient  ‐1.6%  11.8%  ‐0.2%  ‐0.1% 

Hospital Outpatient  +1.5%  12.7%  +0.2%  +0.1% 

ASC  +2.2%  11.6%  +0.3%  +0.2% 

DMEPOS  +0.2%  4.7% 
negligible 
increase 

negligible 
increase 

Intrastate Air Ambulance   +0.5%  1.1% 
negligible 
increase 

negligible 
increase 

Combined Impact Due to Fee Schedule Change  ‐1.4%  ‐1.0% 
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NCCI estimates that changes to the Alaska Medical Fee Schedule (MFS) due to the update of Medicare 
fee schedules by the Centers for Medicare and Medicaid Services (CMS) effective January 1, 20171 will 
result in an overall impact on Alaska’s workers compensation system costs of +0.2%.  
 
Summary of Changes 

 
Alaska’s MFS was adopted by the Alaska Department of Labor and Workforce Development (DLWD) 
effective 1/1/2016. The major changes to the Alaska MFS effective 1/1/2017 include: 
 

1. Update to the Physician Fee Schedule to incorporate 2017 Medicare Resource‐Based Relative 
Value Units (RBRVUs) established for each CPT2 code and published by the CMS. The prior 
Physician Fee Schedule was based on 2016 Medicare RBRVUs. The conversion factors 
established by the DLWD are listed below and remain unchanged. 

 

 Evaluation and Management     $  80.00 

 Medicine [excluding anesthesiology]   $  80.00 

 Surgery           $205.00 

 Radiology           $257.00 

 Pathology and Laboratory       $142.00 

 Anesthesia          $121.82 
 

2. Update to the Hospital Outpatient Fee Schedule to incorporate 2017 Medicare Outpatient 
Prospective Payment System (OPPS) relative weights established for each CPT code and 
published by the CMS. The prior Hospital Outpatient Fee Schedule was based on 2016 OPPS 
relative weights. The conversion factor established by the DLWD remains at $221.79. 

 
3. Update to the Hospital Inpatient Fee Schedule to incorporate 2017 Medicare Severity Diagnosis 

Related Group (MS‐DRG) weights. The prior Hospital Inpatient Fee Schedule was based on 2016 
MS‐DRG weights. The base rates established by the DLWD for each hospital are listed below 
and remain unchanged. 

 

 Providence Alaska Medical Center       $23,383.10 

 Mat‐Su Regional Medical Center       $20,976.66 

 Bartlett Regional Hospital         $20,002.93 

 Fairbanks Memorial Hospital       $21,860.73 

 Alaska Regional Hospital         $21,095.72 

 Yukon Kuskokwim Delta Regional Hospital     $38,753.21 

 Central Peninsula General Hospital       $19,688.56 

 Alaska Native Medical Center       $31,042.20 

 Mt. Edgecumbe Hospital         $26,854.53 
 

4. Update to the Ambulatory Surgical Center (ASC) Fee Schedule to incorporate 2017 Medicare 
OPPS relative weights established for each procedure code and published by the CMS. The 

                                                 
1 A change to the rules effective April 1, 2017 clarifies rules regarding reimbursement for medical services, with no expected 
cost impact. 
2 Current Procedural Terminology maintained by the American Medical Association 
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prior ASC fee schedule was based on 2016 OPPS relative weights. The conversion factor 
established by the DLWD remains at $221.79. 
 

5. Update to the Durable Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) Fee 
Schedule to incorporate 2017 DMEPOS maximum allowable reimbursements (MARs) 
established for each HCPCS3 code and published by the CMS. The prior DMEPOS fee schedule 

was based on 2016 MARs. As established by the DLWD, DMEPOS services will continue to be 

reimbursed at 184% of Medicare’s DMEPOS fee schedule. 
 

6. Update to the intrastate air ambulance fees associated with wing air mile rates to incorporate 
the 2017 Ambulance Fee Schedule MARs established for each HCPCS code and published by 
the CMS. The prior intrastate air ambulance fee schedule was based on 2016 MARs. As 
established by the DLWD, intrastate air ambulance HCPCS codes associated with wing air mile 
rates will not exceed 400% of the Medicare fee schedule rate.  The fixed wing lift off fee will 
not exceed $11,500 and the rotary wing lift off fee will not exceed $13,500. 

  
 
Actuarial Analysis 
 
NCCI’s methodology to evaluate the impact of medical fee schedule changes includes three major steps: 

1. Calculate the percentage change in maximum reimbursements 

 Compare the prior and revised maximum reimbursements by procedure code and 
determine the percentage change by procedure code. 

 Calculate the weighted‐average percentage change in maximum reimbursements for the fee 
schedule using observed payments by procedure code as weights. 

 
2. Estimate the price level change as a result of the revised fee schedule 

 NCCI research by Frank Schmid and Nathan Lord (2013), “The Impact of Physician Fee 
Schedule Changes in Workers Compensation:  Evidence from 31 States”, suggests that a 
portion of a change in maximum reimbursements is realized on payments impacted by the 
change. 

o In response to a fee schedule decrease, NCCI research indicates that payments 
decline by approximately 50% of the fee schedule change.  

o In response to a fee schedule increase, NCCI research indicates that payments 
increase by approximately 80% of the fee schedule change and the magnitude of 
the response depends on the relative difference between actual payments and fee 
schedule maximums (i.e. the price departure).   

o The formula used to determine the percent realized for fee schedule increases is 
80% x (1.10 + 1.20 x (price departure)). 

 
3. Determine the share of costs that are subject to the fee schedule 

 The share is based on a combination of fields, such as procedure code, provider type, and 
place of service, as reported on the NCCI Medical Data Call, to categorize payments that are 
subject to the fee schedule. 

                                                 
3 Healthcare Common Procedure Coding System maintained by the CMS 
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In this analysis, NCCI relies primarily on two data sources: 
 

 Detailed medical data underlying the calculations in this analysis are based on NCCI’s Medical 
Data Call for Alaska for Service Year (SY) 2015. For the hospital inpatient fee schedule analysis, 
Medical Data Call for Alaska for SY 2014 was used as well. 

 The share of benefit costs attributed to medical benefits is based on NCCI’s Financial Call data 
for Alaska from the latest three policy years projected to the effective date of the benefit 
changes. 

 
 
Physician Fee Schedule 
 
In Alaska, payments for physician services represent 48.0% of total medical payments. To calculate the 
percentage change in MARs for physician services, NCCI calculates the percentage change in MAR for 
each procedure code. The overall change in MARs for physician services is a weighted average of the 
percentage change in MARs (revised MAR / prior MAR) by procedure code weighted by the observed 
payments by procedure code as reported on NCCI’s Medical Data Call, for Alaska for SY 2015. The 
overall, weighted‐average percentage change in MARs is +0.4%. The impact by service category is shown 
in the table below: 
 

Physician Practice Category 
Share of Physician 

Costs 
Percentage Change 

in MAR 

Anesthesia  4.0%  0.0% 

Surgery  30.7%  0.0% 

Radiology  13.0%  +0.8% 

Pathology and Laboratory  0.5%  +0.1% 

Medicine (General and Physical)  29.7%  +0.8% 

Evaluation and Management  14.0%  +0.5% 

Physician Payments with no specific MAR  8.1%  ‐ 

Total Physician Costs  100.0%  +0.4% 

 
Since the overall average MAR for physician services increased, the percent expected to be realized from 
the fee schedule increase is estimated according to the formula 80% x (1.10 + 1.20 x (price departure)). 
The observed price departure for physician payments in Alaska is ‐13%, which implies the ratio of actual 
payments to the prior fee schedule maximum is 0.87. The price realization factor is estimated to be 76% 
(= 80% x (1.10 + 1.20 x (‐0.13))). The impact on physician payments after applying the price realization 
factor is +0.3% (= +0.4% x 0.76). 
 
The above impact of +0.3% is then multiplied by the percentage of medical costs attributed to physician 
payments (48.0%) to arrive at the impact on medical costs of +0.1%. This is then multiplied by the 
percentage of Alaska benefit costs attributed to medical benefits (72.9%) to arrive at an impact of +0.1% 
on overall workers compensation costs in Alaska. 
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Hospital Outpatient Fee Schedule 
 
In Alaska, payments for hospital outpatient services represent 12.7% of total medical payments. To 
calculate the percentage change in MARs for hospital outpatient services, NCCI calculates the 
percentage change in MAR for each procedure. The overall change in MARs for hospital outpatient 
services is a weighted average of the percentage change in MARs (revised MAR / prior MAR) by 
procedure weighted by the observed payments by procedure as reported on NCCI’s Medical Data Call, 
for Alaska for SY 2015.  
 
The prior and revised MARs are based on the Calendar Year (CY) 2016 and CY 2017 version of Medicare’s 
OPPS relative weights, respectively, and a conversion factor of $221.79. Note that Medicare rules for 
outpatient services contain a comprehensive payment policy that packages payment for adjunctive and 
secondary items, services, and procedures into the primary procedure under certain circumstances. For 
this analysis, the experience is aggregated according to the packaging rules reflected under Medicare, if 
applicable.  
 
The overall, weighted‐average percentage change in MAR for hospital outpatient services is ‐0.4%. Since 
the overall average MAR for outpatient services decreased, NCCI expects that 50% of the decrease will 
be realized on hospital outpatient price levels. The impact on hospital outpatient services payments 
after applying the price realization factor is ‐0.2% (= ‐0.4% x 0.50). 
 
The above impact of ‐0.2% is then multiplied by the percentage of medical costs attributed to hospital 
outpatient payments in Alaska (12.7%) to arrive at a negligible4 decrease on both medical and overall 
workers compensation costs in Alaska. 
 
 
Hospital Inpatient Fee Schedule 
 
In Alaska, payments for hospital inpatient services represent 10.6% of total medical payments for SY 
2015. To calculate the percentage change in MARs for hospital inpatient services, NCCI calculates the 
percentage change in MAR for each inpatient hospital episode that is reported with a Medicare severity 
diagnosis related group (MS‐DRG) code. The overall change in MARs for hospital inpatient services is a 
weighted average of the percentage change in MARs (revised MAR / prior MAR) for each episode 
weighted by the observed payments by episode as reported on NCCI’s Medical Data Call, for Alaska for 
SYs 2014 and 2015. Two SYs are used to enhance the reliability of hospital inpatient experience.  
 
The prior and revised MARs are based on the Fiscal Year (FY) 2016 and FY 2017 version of Medicare’s 
MS‐DRG relative weights, respectively, and a hospital‐specific base rate. This analysis uses a weighted 
average of the hospital‐specific conversion factors weighted by the number of admissions by hospital as 
reported to the CMS. The overall, weighted‐average percentage change in MAR for hospital inpatient 
services is ‐0.2%.  
 
Since the overall average MAR for hospital inpatient services decreased, NCCI expects that 50% of the 
decrease will be realized on hospital inpatient price levels. The impact on hospital inpatient payments 
after applying the price realization factor is ‐0.1% (= ‐0.2% x 0.5). 

                                                 
4 Negligible is defined in this document to be an impact on overall system costs of less than 0.1%. 
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The above impact of ‐0.1% is then multiplied by the percentage of medical costs attributed to hospital 
inpatient payments (10.6%) for Service Year 2015 to arrive at a negligible decrease on both medical and 
overall workers compensation costs in Alaska. 
 
 
ASC Fee Schedule 
 
In Alaska, payments for ASC services represent 14.4% of total medical payments. The impact on ASC 
services due to the adoption of the 2017 Medicare OPPS relative weights is calculated in an analogous 
manner to the hospital outpatient fee schedule change. The overall, weighted‐average percentage 
change in MAR for ASC services is +2.0%.  
 
Since the overall average MAR for ASC services increased, the percentage expected to be realized from 
the fee schedule increase is estimated according to the formula 80% x (1.1 + 1.2 x (price departure)).  
Since a reliable price departure could not be determined, NCCI assumed a price realization factor of 
80%. The impact on ASC payments after applying the price realization factor is +1.6% (= +2.0% x 0.80). 
 
The above impact of +1.6% is then multiplied by the percentage of medical costs attributed to ASC 
payments in Alaska (14.4%) to arrive at the impact on medical costs of +0.2%. This is then multiplied by 
the percentage of Alaska benefit costs attributed to medical benefits (72.9%) to arrive at an impact of 
+0.1% on overall workers compensation system costs in Alaska. 
 
 
DMEPOS Fee Schedule 
 
In Alaska, payments for Durable Medical Equipment, Prosthetics, Orthotics, and Supplies (DMEPOS) 
services represent 4.4% of total medical payments. To calculate the percentage change in MARs for 
DMEPOS services, NCCI calculates the percentage change in MAR for each code. The overall change in 
MARs for DMEPOS services is a weighted average of the percentage change in MARs (revised MAR / 
prior MAR) by code weighted by the observed payments by code as reported on NCCI’s Medical Data 
Call for Alaska for Service Year 2015. The overall, weighted‐average percentage change in MAR for 
DMEPOS services is ‐1.1%. 
 
Since the overall average MAR for DMEPOS services decreased, NCCI expects that 50% of the decrease 
will be realized on DMEPOS price levels. The impact on payments for DMEPOS services after applying 
the price realization factor is ‐0.6% (= ‐1.1% x 0.50). 
 
The above impact of ‐0.6% is then multiplied by the percentage of medical costs attributed to DMEPOS 
payments in Alaska (4.4%) to arrive at a negligible decrease on both medical and on overall workers 
compensation costs in Alaska. 
 
 
Intrastate Air Ambulance Fee Schedule 
 
In Alaska, payments for air ambulance services represent 1.5% of total medical payments and 54.1% of 
air ambulance payments are for intrastate flights. Therefore, the payments for intrastate air ambulance 
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services represent 0.8% (= 1.5% x 54.1%) of total medical payments. To calculate the percentage change 
in MARs for intrastate air ambulance services, NCCI calculates the percentage change in MAR for each 
service. The overall change in MARs for air ambulance services is a weighted average of the percentage 
change in MARs (revised MAR / prior MAR) by procedure code weighted by the observed payments by 
procedure code as reported on NCCI’s Medical Data Call, for Alaska for Service Year 2015. The overall, 
weighted‐average percentage change in MAR for intrastate air ambulance services is +0.4%.  
 
Since the overall average MAR for intrastate air ambulance services increased, the percentage expected 
to be realized from the fee schedule increase is estimated according to the formula 80% x (1.10 + 1.20 x 
(price departure)). Since a reliable price departure could not be determined, NCCI assumed a price 
realization factor of 80%. The impact on intrastate air ambulance payments after applying the price 
realization factor is +0.3% (=+0.4% x 0.80). 
 
The above impact of +0.3% is then multiplied by the percentage of medical costs subject to the 
intrastate air ambulance fee schedule in Alaska (0.8%) to arrive at a negligible increase on both medical 
and overall workers compensation system costs in Alaska. 
 
 
Summary of Impacts 
 
The impacts on Alaska’s workers compensation system costs due to the changes are summarized in the 
table below: 
 

 

(A)  (B)  (C)  (D) 

Impact on 
Type of Service 

Share of 
Medical Costs 

Impact on Medical 
Costs 

Impact on 
Overall Costs 

      (A) x (B)  (C) × (2) 

Physician  +0.3%  48.0%  +0.1%   

Hospital Outpatient  ‐0.2%  12.7%  Negligible Decrease   

Hospital Inpatient  ‐0.1%  10.6%  Negligible Decrease   

ASC  +1.6%  14.4%  +0.2%   

DMEPOS  ‐0.6%  4.4%  Negligible Decrease   

Intrastate Air Ambulance  +0.3%  0.8%  Negligible Increase   

(1) Total Impact on Alaska Medical Costs  +0.3%    

(2) Medical Costs as a Percentage of Overall Workers Compensation Benefit Costs in 
Alaska 

72.9% 

(3) Total Impact on Overall Workers Compensation System Costs in Alaska =  
(1) x (2) 

+0.2% 
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NCCI estimates that changes to the Alaska Medical Fee Schedule due to the update of 
Medicare fee schedules by the Centers for Medicare and Medicaid Services effective 
January 1, 2016 will result in an overall impact on Alaska’s workers compensation 
system costs of +0.5%.  
 
 
Summary of Changes 

 
Alaska’s Medical Fee Schedule was adopted by the Alaska Department of Labor and Workforce 
Development (DLWD) effective 12/1/2015. Changes to the Alaska Medical Fee Schedule 
effective 1/1/2016 include: 
 

1. Update to the Physician Fee Schedule to incorporate 2016 Medicare Resource- 
Based Relative Value Units (RBRVUs) established for each CPT1 code and 
published by the Centers for Medicare and Medicaid Services (CMS). The prior 
Physician Fee Schedule was based on 2015 Medicare RBRVUs. The conversion 
factors established by the DLWD are listed below and remain unchanged. 

 

 Evaluation and Management $80.00 

 Medicine [excluding anesthesiology] $80.00 

 Surgery $205.00 

 Radiology $257.00 

 Pathology and Laboratory $142.00 

 Anesthesia $121.82 
 

2. Update to the Hospital Outpatient Fee Schedule to incorporate 2016 Medicare 
Outpatient Prospective Payment System (OPPS) relative weights established for 
each CPT code and published by the CMS. The prior Hospital Outpatient Fee 
Schedule was based on 2015 OPPS relative weights. The conversion factor 
established by the DLWD remains at $221.79. 

 
3. Update to the Hospital Inpatient Fee Schedule to incorporate 2016 Medicare Severity 

Diagnosis Related Group (MS-DRG) weights. The prior Hospital Inpatient Fee 
Schedule was based on 2015 MS-DRG weights. The base rates established by the 
DLWD for each hospital are listed below and remain unchanged. 

 

 Providence Alaska Medical Center $23,383.10 

 Mat-Su Regional Medical Center $20,976.66 

 Bartlett Regional Hospital $20,002.93 

 Fairbanks Memorial Hospital $21,860.73 

 Alaska Regional Hospital $21,095.72 
 

 
 

                                                 
1
 Current Procedural Terminology maintained by the American Medical Association 
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 Yukon Kuskokwim Delta Regional Hospital $38,753.21 

 Central Peninsula General Hospital $19,688.56 

 Alaska Native Medical Center $31,042.20 

 Mt. Edgecumbe Hospital $26,854.53 
 
4. Update to the Ambulatory Surgical Center (ASC) Fee Schedule to incorporate 2016 

Medicare OPPS relative weights established for each CPT code and published by 
the CMS. The prior ASC fee schedule was based on 2015 OPPS relative weights. 
The conversion factor established by the DLWD remains at $221.79. 

 
5. Update to the Durable Medical Equipment, Prosthetics, Orthotics, and Supplies 

(DMEPOS) Fee Schedule to incorporate 2016 DMEPOS maximum allowable 
reimbursements established for each HCPCS2 code and published by the CMS. The 
prior DMEPOS fee schedule was based on 2015 maximum allowable 

reimbursements. As established by the DLWD, DMEPOS services will continue to be 

reimbursed at 184% of Medicare’s DMEPOS fee schedule. 
 

6. Update to the intrastate air ambulance fees associated with wing air mile rates to 
incorporate the 2016 Ambulance Fee Schedule maximum allowable reimbursements 
established for each HCPCS code and published by the CMS. The prior intrastate air 
ambulance fee schedule was based on 2015 maximum allowable reimbursements. 
As established by the DLWD, intrastate air ambulance HCPCS codes associated 
with wing air mile rates will not exceed 400% of the Medicare fee schedule rate.  The 
fixed wing lift off fee will not exceed $11,500 and the rotary wing lift off fee will not 
exceed $13,500. 

  
7. Update to the Medicare Part B Average Sales Price (ASP) Drug Fee Schedule to 

incorporate the 2016 ASP Drug Fee Schedule maximum allowable reimbursements 
established for each HCPCS code and published by the CMS. The prior ASP Drug 
Fee Schedule was based on 2015 maximum allowable reimbursements. As 
established by the DLWD, ASP services will continue to be reimbursed at 337.5% of 
Medicare’s ASP fee schedule. 

 
 
 
 
 
 
 
 
 
 
 

                                                 
2
 Healthcare Common Procedure Coding System maintained by the Centers for Medicare and Medicaid Services 
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Actuarial Analysis 
 

NCCI’s methodology to evaluate the impact of medical fee schedule changes includes three 
major steps: 
 

1. Calculate the percentage change in maximum reimbursements 
a. Compare the prior and revised maximum reimbursements by procedure code 

and determine the percentage change by procedure code 
b. Calculate the weighted average percentage change in maximum reimbursements 

for the fee schedule using observed payments by procedure code as weights 
 

2. Estimate the price level change as a result of the revised fee schedule 
a. NCCI research by Frank Schmid and Nathan Lord (2013), “The Impact of 

Physician Fee Schedule Changes in Workers Compensation:  Evidence From 31 
States”, suggests that a portion of a change in maximum reimbursements is 
realized on payments impacted by the change. 

i. In response to a fee schedule decrease, NCCI research indicates that 
payments decline by approximately 50% of the fee schedule change.  

ii. In response to a fee schedule increase, NCCI research indicates that 
payments increase by approximately 80% of the fee schedule change 
and the magnitude of the response depends on the relative difference 
between actual payments and fee schedule maximums (i.e. the price 
departure).   
The formula used to determine the percent realized for fee schedule 
increases is 80% x (1.10 + 1.20 x (price departure)). 
 

3. Determine the share of costs that are subject to the fee schedule 
a. The share is based on a combination of fields, such as procedure code, provider 

type, and place of service, as reported on the NCCI Medical Data Call, to 
categorize payments that are subject to the fee schedule. 

 
In this analysis, NCCI relies primarily on two data sources: 
 

- Detailed medical data underlying the calculations in this analysis are based on NCCI’s 
Medical Data Call for Alaska for Service Year 2014.  For the hospital inpatient fee 
schedule analysis, Medical Data Call for Alaska for Service Year 2013 was used as well. 

- The share of benefit costs attributed to medical benefits is based on NCCI’s Financial 
Call data for Alaska from the latest 3 policy years projected to the effective date of the 
benefit changes. 
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Physician Fee Schedule 
 
In Alaska, payments for physician services represent 50.0% of total medical payments. To 
calculate the percentage change in maximums for physician services, NCCI calculates the 
percentage change in maximum allowable reimbursement (MAR) for each procedure code. The 
overall change in maximums for physician services is a weighted average of the percentage 
change in MAR (revised MAR / prior MAR) by procedure code weighted by the observed 
payments by procedure code as reported on NCCI’s Medical Data Call, for Alaska for Service 
Year 2014. 
 
The prior MARs are calculated as follows: 
 

Prior MAR = Prior Medicare RVUs x Conversion Factors 
 
The revised MARs are calculated as follows: 
 

Revised MAR = Revised Medicare RVUs x Conversion Factors 
 

Where Prior Medicare RVUs are based on the Calendar Year 2015 version of the Medicare 
RBRVS publication and the Revised Medicare RVUs are based on the Calendar Year 2016 
version. 

 
The Conversion Factors are   
 

 Evaluation and Management $80.00 

 Medicine [excluding anesthesiology] $80.00 

 Surgery $205.00 

 Radiology $257.00 

 Pathology and Laboratory $142.00 

 Anesthesia $121.82 
 
Note:  The relative values for work hardening CPT codes 97545 and 97546 are 3.41 and 1.36, 
respectively. 
 
The overall weighted average percentage change in MARs is 0.0%. The impact by service 
category is shown in the table below: 
 
 
 
 
 
 
 
 
 
 
 
 

109



 
 

ANALYSIS OF ALASKA MEDICAL FEE SCHEDULE UPDATE 
EFFECTIVE JANUARY 1, 2016 

 

 Page 5 of 9                  CONTACT: JESSICA EPLEY 

 Prepared: 6/16/2016 Telephone: (503) 892-8919 

  E-mail: Jessica_Epley@ncci.com 

 
© Copyright 2016 National Council on Compensation Insurance, Inc. All Rights Reserved. 

Physician Practice Category 
Share of 

Physician 
Costs 

Percentage Change 
in MAR 

Anesthesia 3.7% 0.0% 

Surgery 32.4% +0.1% 

Radiology 12.9% +0.3% 

Pathology and Laboratory 0.7% 0.0% 

Medicine (General and Physical) 29.2% -0.1% 

Evaluation and Management 13.8% -0.1% 

Physician Payments with no specific MAR 7.3% 0.0% 

Total Physician Costs 100.0% 0.0% 

 
Given the above impact of 0.0% for physician services, the physician fee schedule changes will 
result in a negligible3 change in both medical and overall workers compensation system costs in 
Alaska. 
 
 
Hospital Outpatient Fee Schedule 
 
In Alaska, payments for hospital outpatient services represent 12.8% of total medical payments. 
To calculate the percentage change in reimbursements for hospital outpatient services, NCCI 
calculates the percentage change in prior reimbursement to revised reimbursement for each 
procedure. The overall change in reimbursements for hospital outpatient services is a weighted 
average of the percentage change in reimbursements by procedure code weighted by the 
observed payments by procedure code as reported on NCCI’s Medical Data Call, for Alaska for 
Service Year 2014. The prior reimbursements and revised reimbursements are calculated as 
follows: 
 
Prior Reimbursement 
 
For each relevant procedure, 
 

Prior Reimbursement = [Prior Relative Weight x Alaska-Specific Conversion Factor + Prior 
Outlier Amount (if applicable) – Multiple Procedure Discounts (if applicable)] 

 
 
Revised Reimbursement 
 
For each relevant procedure, 
 
Revised Reimbursement = [Revised Relative Weight x Alaska-Specific Conversion Factor + 

Outlier Amount (if applicable) – Multiple Procedure Discounts (if applicable)] 
 

                                                 
3
 Negligible is defined in this document to be an impact on overall system costs of less than +/- 0.1%. 
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Where Alaska-Specific Conversion Factor in both Prior and Revised Reimbursement Formulas  
= $221.79  
 
The prior reimbursement is based on the Calendar Year 2015 version of Medicare’s OPPS 
publication while the revised reimbursement is based on the Calendar Year 2016 version.  
 
The overall weighted-average percentage change in reimbursements for hospital outpatient 
services is +0.8%. Since the overall reimbursements for hospital outpatient services increased, 
the percentage expected to be realized from the fee schedule increase is estimated according 
to the formula 80% x (1.1 + 1.2 x (price departure)).  Since a reliable price departure could not 
be determined, NCCI assumed a price realization factor of 80%.  The impact on hospital 
outpatient services payments after applying the price realization factor of 80% is +0.6% 
(= +0.8% x 0.80). 
 
The above impact on hospital outpatient payments is then multiplied by the percentage of 
medical costs attributed to hospital outpatient payments in Alaska (12.8%) to arrive at the 
impact on medical costs of +0.1%. The resulting impact on medical costs is then multiplied by 
the percentage of benefit costs attributed to medical benefits in Alaska (76.1%) to arrive at the 
impact on overall workers compensation costs in Alaska of +0.1%. 
 
 
Hospital Inpatient Fee Schedule 
 
In Alaska, payments for hospital inpatient services represent 12.7% of total medical payments 
for Service Year 2014. To calculate the percentage change in reimbursements for hospital 
inpatient services, NCCI calculates the percentage change in prior reimbursement to revised 
reimbursement for each inpatient hospital episode that is reported with a diagnosis related 
group (MS-DRG) procedure code. The overall change in reimbursements for hospital inpatient 
services is a weighted average of the percentage change in reimbursements for each episode 
weighted by the observed payments by episode as reported on NCCI’s Medical Data Call, for 
Alaska for Service Years 2013 and 2014. Two service years are used in order to enhance the 
reliability of hospital inpatient experience. The prior and revised reimbursements are calculated 
as follows: 
 
Prior Reimbursement 
 
Prior Reimbursement = [Prior MS-DRG Weight x Conversion Factor4 + Prior Outlier Amount (if 
applicable)] 
 
 
Revised Reimbursement 
 
Revised Reimbursement = [Revised MS-DRG Weight x Conversion Factor4 + Revised Outlier 
Amount (if applicable)]  

                                                 
4
 This analysis uses a weighted average of the hospital-specific conversion factors weighted by the number of admissions by 

hospital as reported to the Centers for Medicare and Medicaid Services. 
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The Prior MS-DRG weight is based on the Fiscal Year 2015 version of Medicare’s Inpatient 
Prospective Payment System publication. The Revised MS-DRG weight is based on the Fiscal 
Year 2016 version of the same Medicare publication.  
 
The overall weighted average percentage change in reimbursements for hospital inpatient 
services is -0.6%. Since the overall reimbursements for hospital inpatient services decreased, 
NCCI expects that 50% of the decrease will be realized on hospital inpatient price levels. The 
impact on hospital inpatient payments after applying the price realization factor of 50% is -0.3% 
(= -0.6% x 0.5). 
 
The above impact on hospital inpatient costs is then multiplied by the percentage of medical 
costs attributed to hospital inpatient payments (12.7%) for Service Year 2014 to arrive at a 
negligible change in both medical and overall workers compensation costs in Alaska. 
 
 
ASC Fee Schedule 
 
In Alaska, payments for ASC services represent 10.4% of total medical payments. To calculate 
the percentage change in reimbursements for ASC services, NCCI calculates the percentage 
change in prior reimbursement to revised reimbursement for each procedure. The overall 
change in reimbursements for ASC services is a weighted average of the percentage change in 
reimbursements by procedure code weighted by the observed payments by procedure code as 
reported on NCCI’s Medical Data Call, for Alaska for Service Year 2014. 
 
The prior and revised reimbursements are calculated in an analogous manner to the hospital 
outpatient analysis, except that Medicare has no outlier provision under the ASC fee schedule. 
 
The overall weighted average percentage change in reimbursements for ASC services is  
+5.5%. Since the overall reimbursements for ASC services increased, the percentage expected 
to be realized from the fee schedule increase is estimated according to the formula 80% x (1.1 + 
1.2 x (price departure)).  Since a reliable price departure could not be determined, NCCI 
assumed a price realization factor of 80%. The impact on ASC payments after applying the 
price realization factor of 80% is +4.4% (= +5.5% x 0.80). 
 
The above impact on ASC costs is then multiplied by the percentage of medical costs attributed 
to ASC payments in Alaska (10.4%) to arrive at the impact on medical costs of +0.5%. The 
resulting impact on medical costs is then multiplied by the percentage of benefit costs attributed 
to medical benefits in Alaska (76.1%) to arrive at the impact on overall workers compensation 
system costs in Alaska of +0.4%. 
 
 
DMEPOS Fee Schedule 
 
In Alaska, payments for DME services subject to the fee schedule represent 1.5% of total 
medical payments. To calculate the percentage change in maximums for DME, NCCI calculates 
the percentage change in maximum for each procedure code. The overall change in maximums  
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for DMEPOS services is a weighted average of the percentage change in MAR (revised MAR / 
prior MAR) by procedure code weighted by the observed payments by procedure code.  
The overall weighted average percentage change in MARs for DMEPOS services is -3.2%. 
 
Since the overall average maximum reimbursements for DMEPOS services decreased, NCCI 
expects that 50% of the decrease would be realized on DMEPOS price levels. The impact on 
DMEPOS payments after applying the price realization factor of 50% is -1.6% (= -3.2% x 0.50). 
 
The above impact is then multiplied by the percentage of medical costs subject to the fee 
schedule attributed to DMEPOS payments in Alaska (1.5%) to arrive at a negligible change in 
both medical and overall workers compensation system costs in Alaska. 
 
 
Intrastate Air Ambulance Fee Schedule 
 
In Alaska, payments for air ambulance services represent 2.0% of total medical payments and 
34.8% of air ambulance payments are for intrastate flights. Therefore, the payments for 
intrastate air ambulance services represent 0.7% (= 2.0% x 34.8%) of medical payments. To 
calculate the percentage change in reimbursements for intrastate air ambulance services, NCCI 
calculates the percentage change in prior reimbursement to revised reimbursement for each 
service. The overall change in reimbursements for air ambulance services is a weighted 
average of the percentage change in reimbursements by procedure code weighted by the 
observed payments by procedure code as reported on NCCI’s Medical Data Call, for Alaska for 
Service Year 2014. 
  
The overall weighted-average percentage change in reimbursements for intrastate air 
ambulance services is -0.2%.  
 
Since the overall reimbursements for intrastate air ambulance services decreased, NCCI 
expects that 50% of the decrease would be realized on air ambulance price levels. The impact 
on intrastate air ambulance payments after applying the price realization factor of 50% is -0.1% 
(= -0.2% x 0.50). 
 
The above impact on intrastate air ambulance payments is then multiplied by the percentage of 
medical costs subject to the fee schedule attributed to intrastate air ambulance payments in 
Alaska (0.7%) to arrive at a negligible change in both medical and overall workers 
compensation system costs in Alaska. 
 
 
Average Sales Price (ASP) Drug Fee Schedule 
 
In Alaska, payments for drugs subject to the ASP fee schedule represent 0.2% of total medical 
payments. To calculate the percentage change in maximums for ASP, NCCI calculates the 
percentage change in maximum for each ASP drug code. The overall change in maximums for 
ASP services is a weighted average of the percentage change in MAR (revised MAR / prior 
MAR) by procedure code weighted by the observed payments by ASP drug code.  
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The overall weighted average percentage change in reimbursements for ASP services is 
+3.4%.  
 
Since the overall reimbursements for ASP services increased, the percentage expected to be 
realized from the fee schedule increase is estimated according to the formula 80% x (1.1 + 1.2 x 
(price departure)).  Since a reliable price departure could not be determined, NCCI assumed a 
price realization factor of 80%. The impact on ASP payments after applying the price realization 
factor of 80% is +2.7% (= +3.4% x 0.80). 
 
The above impact on ASP payments is then multiplied by the percentage of medical costs 
subject to the fee schedule attributed to ASP payments in Alaska (0.2%) to arrive at a negligible 
change in both medical and overall workers compensation system costs in Alaska. 
 
 
Summary of Impacts 
 
The impacts on Alaska’s workers compensation system costs due to the changes are 
summarized in the table below: 
 

 

(A) (B) (C) (D) 

        

Impact on 
Type of 
Service 

Share of 
Medical 
Costs 

Impact On 
Medical Costs 

Impact on 
Overall Costs 

    (A) x (B) (C) × (2) 

Physician 0.0% 50.0% Negligible  

Hospital Outpatient +0.6% 12.8% +0.1%  

Hospital Inpatient -0.3% 12.7% Negligible  

ASC +4.4% 10.4% +0.5%  

DMEPOS -1.6% 1.5% Negligible  

Intrastate Air Ambulance -0.1% 0.7% Negligible  

ASP +2.7% 0.2% Negligible  

(1) Total Impact on Alaska Medical Costs +0.6%   

(2) Medical  Costs as a Percentage of Overall Workers Compensation Benefit 
Costs in Alaska 

76.1% 

(3) Total Impact on Overall Workers Compensation System Costs in 
Alaska = (1) x (2) 

+0.5% 
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State Notes
AK by report
AL silent
AR by report
AZ silent
CA silent
CO fee schedule;  no specific language
CT silent
DC by report
DE fee schedule, but no specific language
FL AUTO by report
FL WC by report
GA by report
HI AUTO silent
HI WC silent
ID silent
IL fee schedule;  no specific language
KS silent
KY fee schedule;  no specific language
LA fee schedule;  no specific language
MA adjusted acquisition cost + various markups depending on code
MD by report
ME by report

MI

Hearing aid suppliers shall use the appropriate procedure code V5008-V5230 listed in Medicare’s 
National Level II Codes as referenced in 418.10107(2) to describe services provided. When 
requesting payment for hearing aids a minimum of 2 comparable written quotations shall be required 
for hearing aids which exceed $1,500.00 per hearing aid, including related services such as 
orientation, fitting, ear molds, support, adjustment, conformity check, batteries, warranties and follow-
up. Only a single price quotation shall be required for hearing aids, including related services that cost 
$1,500.00 or less per hearing aid.

MN by report 
MS fee schedule, employer shall provide injured employee
MT fee schedule;  no specific language
NC dispensing fees, silent 
ND silent
NE silent
NJ AUTO silent
NM silent
NV silent
NY AUTO silent
NY WC silent
OH fee schedule
OK silent

OR AUTO

Hearing aids MUST BE prescribed by the attending physician, authorized nurse practitioner or specialist 
physician. Testing must be done by a licensed audiologist or an otolaryngologist. The payment for hearing aids 
may not exceed $7000 for a pair of hearing aids, or $3500 for a single hearing aid.

OR WC

Hearing aids MUST BE prescribed by the attending physician, authorized nurse practitioner or specialist 
physician. Testing must be done by a licensed audiologist or an otolaryngologist. The payment for hearing aids 
may not exceed $7000 for a pair of hearing aids, or $3500 for a single hearing aid.

PA AUTO silent
PA WC silent
RI silent
SC fee schedule with some individual consideration;  no specific language
SD silent
TN silent
TX silent
UT AUTO silent
UT WC silent
VA silent  (dispensing fees)

VT

Injury means any harmful work-related change in the body, whether occurring instantaneously or gradually, and 
includes a claimed or apparent injury or disease. The term also includes damage to and the cost of replacement 
of prosthetic devices, hearing aids and eyeglasses when the damage or need for replacement arises out of and 
in the course of employment. 21 V.S.A. §601(7). Depending on the circumstances, the term “injury” also 
includes “aggravation,” “flare-up” or “recurrence” as those terms are defined in Rules 2.1200, 2.2300 and 
2.3900.

WA
dispensing fees, the insurer is responsible for paying for hearing related services and hearing aids 
that are deemed medically necessary 

WI fee schedule & by report
WV prior authorization

WY
Dipensing fees; the Division shall pay 130% of the supplier's/manufacturer's invoice price for hearing aids when 
the provider submits the invoice to the Division.

Prepard by Optum
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