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Dept. Affected:
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Component: Medicaid Services

Sponsor: COGHILL

Requestor: HOUSE (HES)

Component Number: 2077

Expenditures/Revenues

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES

FY 2003

FY 2004

FY 2005 FY 2006 FY 2007

FY 2008

Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

4,666.8

9,495.2

10,907.0 11,593.3 12,157.0

12,643.3

TOTAL OPERATING

4,666.8

9,495.2

10,907.0 11,593.3 12,157.0

12,643.3

[CAPITAL EXPENDITURES

[CHANGE IN REVENUES ( 0 )

FUND SOURCE

(Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Othe (Specify Type--do not abbrevia

2,719.3

5,532.8

6,355.5 6,755.4 7,083.9

7,367.2

1,947.5

3,962.4

4,551.5 4,837.9 5,073.1

5,276.1

TOTAL

4,666.8

9,495.2

10,907.0 11,593.3 12,157.0

12,643.3

Estimate of any current year (FY2002) cost:
Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal: |:|

POSITIONS

Full-time
Part-time
Temporary

ANALYSIS:

(Attach a separate page if necessary)

This bill would require a CON for 1) all new nursing facility or psychiatric hospital beds; 2) conversion of
adult psychiatric beds to adolescent or child psychiatric beds; 3) conversion of other acute beds to a
different use in a facility in the unorganized borough or community with a population of less than 55,000
if the existing facility required a CON; 4) expenditure of $1 million or more for the addition of a category
of services provided by a nursing facility or psychiatric hospital; 5) psychiatric hospital or nursing facility
expenditure of $1 million or more to add a category of health service, or the construction, alteration of, or
addition of a category of health services other than a nursing facility or psychiatric hospital in the
unorganized borough or a community with a population under 55,000. This bill would allow a facility to
relocate or be replaced at another site at any cost without a CON, and allows acute facilities that are not
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FISCAL NOTE #2

STATE OF ALASKA BILL NO. CSHB 407(HES)
2002 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

a psychiatric or nursing facility to be built at any cost in communities with populations over 55,000.

The purpose of the CON is to act as a deterrent to overbuilding health care facility capacity. Changes to
the current CON requirement may have a cost impact on the Medicaid Program if a facility is allowed to
be replaced before it's useful life is completely depreciated or if construction of excess bed capacity
occurs. The last change to the CON law was in 1983, when the CON limit was increased from $150.0
to $1 million.

Certificate of Need staff in the Division of Administrative Services, DHSS, estimate that a number of
facilities that have expressed an interest in construction will proceed if the proposed language is
adopted. The construction of these facilities is expected to increase costs to the Medicaid budget as
shown - no facility costs are included other than those known pending projects.

Assumptions in creating these projections include: use of the FFY 03 federal match rate of 58.27% and
the 4% DRI inflation factor for facility costs.

Future Medicaid cost impacts from the changes to the CON limit proposed in this bill are largely
unknown. The fiscal note reflects only projects that have been forwarded to the department for
consideration. Actual costs could be much greater.

Future Medicaid cost impacts from the changes to the CON limit proposed in this bill are largely
unknown. The fiscal note reflects only projects that have been forwarded to the department for
consideration. Actual costs could be much greater. Nursing homes and psychiatric facilities are not
expected to add new categories of health services, but the main impact would be from lifting the CON
requirement from acute facilities in communities over 55,000, which are Anchorage, Mat-Su, Fairbanks
and in a few years, Kenai. These 4 regions make up 74% of the population and about 74% of the
Medical and Medicaid costs .

See next page for the breakdown of annual operating and depreciation costs of facilities reflected in this
fiscal note.
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CSHB 407(HES)

4/4/02
Estimated Cost of Potential New Projects Not Needing a CON Under CSHB 407/J
Nursing Home Beds: Deprec. Exp. Cost Per New Annual
Timeline| Type | Location [Facility No of Beds* |Or Facility Fee] Bed Day | Operating Costs

2005 C |[Seward WesleyR&C Ctr | 66 NHBeds | $ 1,032,000 | $ 389.46

Acute Care Beds:

2004 B Mat-Su |Valley Hospital 75Beds/37new | $ 250,000 $ 1,625.97 | $ 4,391,745
2003 B ANCH Providence 33 Beds $ 250,000/ $ 1,584.39 ($ 3,816,796
2006 C Soldotna |Central Pen. Hsp 62 Beds $ 250,000( $ 1,559.13

Other Acute Care Facilities:
2003 B FBKS ASC/Diagnostic | 4 Surg Suites [ $ 200,000
2003 | B |ANCH  |ASC/Diagnostic | 6 Surg Suites | $ 300,000 x:'::t‘:g; ::';Z:‘: ';;?VM'Z?C‘;?;G
2003 B Mat-Su ASC/Diagnostic | 2 Surg Suites [ $ 100,000 there is no way to estimate ’
2007 D [Soldotna |ASC/Diagnostic | 2 Surg Suites | $ 100,000 those costs

Total Cost $ 2,482,000 | $ 8,208,540

* 70 New acute Beds; 100 Replacement acute beds; 66 Replacement Nursing Home Beds;
and 14 new Ambulatory Surgery Suites

A= NH or Psych beds that can be built under $1 million threshold

B = Exempt from CON because facility is in Anch, Fbks, or Mat-Su and is Acute
C = Exempt from CON because it is a replacement facility

D = Facility in small community that will soon become a large community

E = Conversion of Psych Beds for Under $1 million
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	analysis2: a psychiatric or nursing facility to be built at any cost in communities with populations over 55,000.

The purpose of the CON is to act as a deterrent to overbuilding health care facility capacity.  Changes to the current CON requirement may have a cost impact on the Medicaid Program if a facility is allowed to be replaced before it's useful life is completely depreciated or if construction of excess bed capacity occurs.  The last change to the CON law was in 1983, when the CON limit was increased from  $150.0 to $1 million.

Certificate of Need staff in the Division of Administrative Services, DHSS, estimate that a number of facilities that have expressed an interest in construction will proceed if the proposed language is adopted.  The construction of these facilities is expected to increase costs to the Medicaid budget as shown - no facility costs are included other than those known pending projects.

Assumptions in creating these projections include: use of the FFY 03 federal match rate of 58.27% and the 4% DRI inflation factor for facility costs.

Future Medicaid cost impacts from the changes to the CON limit proposed in this bill are largely unknown.  The fiscal note reflects only projects that have been forwarded to the department for consideration.  Actual costs could be much greater.

Future Medicaid cost impacts from the changes to the CON limit proposed in this bill are largely unknown.  The fiscal note reflects only projects that have been forwarded to the department for consideration.  Actual costs could be much greater. Nursing homes and psychiatric facilities are not expected to add new categories of health services, but the main impact would be from lifting the CON requirement from acute facilities in communities over 55,000, which are Anchorage, Mat-Su, Fairbanks and in a few years, Kenai. These 4 regions make up 74% of the population and about 74% of the Medical and Medicaid costs . 

See next page for the breakdown of annual operating and depreciation costs of facilities reflected in this fiscal note.
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