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W TNESS REG STER

LAURA ACHEE, Staff

to Representative Joe G een

Al aska State Legislature

Capi tol Building, Room 404

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified on behalf of the sponsor of HB
474, Representative G een.

JANEL FEI ERABEND, Director

Friends of Potter Marsh and the Anchorage Coastal WIldlife
Ref uge (ACR)

3170 Marathon Circle

Anchor age, Al aska 99515

POSI TI ON STATEMENT: Testified that [HB 474] hel ps protect [the
ACVR] .

CHERYL SHOYER, Member

Oceanvi ew Communi ty Counci |

PO Box 113264

Anchor age, Al aska 99511

POSI TI ON STATEMENT: Testified in support of HB 474.
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JI M DOKOQZI AN, Presi dent

Bayshore/ Klatt Community Counci

1700 Shore

Anchor age, Al aska 99515

POSI TI ON STATEMENT: Testified in support of HB 474.

RYNNI EVA MOSS, St af f

to Representative John Coghi l

Al aska State Legislature

Capi tol Buil ding, Room 102

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified on behalf of the sponsor of HB
474, Representative Coghill

ELMER LI NDSTROM Deputy Commi ssi oner
Department of Health & Social Services
PO Box 110601

Juneau, Al aska 99811-0601

POSI TI ON STATEMENT: Testified on HB 407.

CATHY CRONI N

North Star Hospital

(No address provided)

POSI TI ON STATEMENT: Ofered to work on the expansion of the
psychiatric beds in the House Health, Education and Socia
Servi ces Standing Conm ttee.

DAVI D MGU RE, | ndependent Practitioner
(No address provided)
POSI TI ON STATEMENT: Urged passage of HB 407.

ELI ZABETH RI PLEY, Director

Communi ty Heal th Pl anni ng

Val | ey Hospit al

PO Box 1687

Pal mer, Al aska 99645

POSI TI ON  STATEMENT: Recommended establishing a working group
conprised of legislators and providers in order to exam ne the
CON process.

REBECCA PARKER, Enpl oyee

Provi dence Al aska Medi cal Center

3200 Providence Drive

Anchor age, Al aska 99508

POSI TI ON STATEMENT: Testified in opposition to HB 407.

ALLAN SNI DER
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PO Box 16216
Two Rivers, Al aska 99716
POSI TI ON STATEMENT: Testified in support of HB 407.

JOHN LUNDQUI ST, Enpl oyee

Fai r banks Menori al Hospital

752 Donohue Drive

Fai r banks, Al aska 99709

POSI TI ON STATEMENT: Testified in opposition to HB 407.

MARTY O LONE, Enpl oyee

Fai r banks Menori al Hospital

3825 Ridgeview Drive

Fai r banks, Al aska 99709

POSI TI ON STATEMENT: Testified in opposition to HB 407.

LI Z WOODYARD, Nurse

PO Box 85109

Fai r banks, Al aska 99708

POSI TI ON STATEMENT: Testified in opposition to changes to the
CON program

CORLI S TAYLOR, Enpl oyee

Fai r banks Menori al Hospital

1335 Vi ewpoi nte Drive

Fai r banks, Al aska 99709

POSI TI ON STATEMENT: Testified in opposition to HB 407.

ACTI ON NARRATI VE

TAPE 02-15, SIDE A
Number 0001

COCHAIR KEVIN MEYER called the House Comunity and Regional
Affairs Standing Conmttee neeting to order at 8:10 a.m
Representatives Mrgan, Meyer, Scalzi, and Mirkowski were
present at the call to order. Representatives Scal zi, Quess,
and Kerttula arrived as the neeting was in progress.

HB 474- ANCHORAGE COASTAL W LDLI FE REFUGE

CO- CHAIR MEYER announced that the first order of business would
be HOUSE BILL NO 474, "An Act relating to public rights-of-way
and easenents for surface transportation affecting the Anchorage
Coastal WIldlife Refuge."
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LAURA ACHEE, Staff to Representative Joe Geen, Alaska State

Legi sl ature, i nf ornmed t he comittee t hat Tim Rogers,
Municipality of Anchorage, shared his concerns with her. She
said that M. Rogers felt that the original | egi sl ation
encroached on the nunicipality's authority over their |and that
extends into the refuge. Upon review, she agreed with M.
Rogers and thus she had an anendnent drafted. She expl ai ned
that on page 1, lines 13-14, HB 474 says, "a right-of-way or

ot her easenent for surface transportation nay not be created”,
wWith which the nunicipality took issue because the nmunicipality
does have sonme land that extends into the refuge. Ther ef or e,
t he amendnment changes the aforenentioned |anguage to read, "the
state shall not acquire or create a right-of-way or other
easenent for surface transportation”. Wth the anmendnent, the
muni cipality would be able to place any surface transportation
on their land that extends into the refuge.

REPRESENTATI VE MJURKOWSKI rel ated her understanding then that the
issue is the state acquiring the easenent.

M5. ACHEE replied yes. In further response to Representative
Mur kowski, Ms. Achee said that this was the only issue she was
aware that the nunicipality had.

Number 0648

JANEL FEIERABEND, Director, Friends of Potter Marsh and the
Anchorage  Coast al Wldlife Refuge (ACWR), testified via

t el econf erence. She nmentioned that the [goal] of the
organi zation is to protect the integrity of the marsh through
educat i on. Ms. Fei erabend discussed the Lesser Sandhill Crane,

whi ch eats, sleeps, and nests in the ACAR because the habitat so
perfectly supports its well being. The 32,000 acres of ACWR was
designated as a state refuge in 1988 by the |egislature. The
state was wise to think of the future and establish the refuge.
Ms. Feierabend nentioned the February 19, 1991, Al aska Coast al
Wldlife Refuge Mnagenent Plan by ADF&G which includes a
conprehensive list of those species found in the refuge. She
not ed t hat
the list has grown since that tine.

MS. FEI ERABEND enphasi zed that talk of developnment of any kind

in this state refuge should raise nmajor concern. Any
possibility of encroachnment into the refuge should be studied
and analyzed by state decision nakers. She suggested that the

state decision mekers should read "The WIldlife Study 2001:
South Extension of the Coastal Trail Final Report"” as well as
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books regarding the human and canine inpact to wildlife. Thi s
state refuge is a unique and special place that hosts a wealth
of plant and invertebrate conmunities, and a range of wld
ani mal s. She expressed the need for w se statesman, who think
beyond muni ci pal borders and concerns, to be part of the check-
and- bal ance system when it relates to state and even broader
funded projects. "It is up to the state legislators to weigh in
on the protection of the very area it deened worthy to reserve
as a refuge," she said. Ms. Feierabend said that HB 474 hel ps
to protect this treasure, [ACWR], that belongs to all of Al aska.

Number 0946

CHERYL SHOYER, Menber, GCceanview Comrunity Council, testified
via teleconference in support of HB 474. As a whole, the
OCceanvi ew Conmunity Council values the ACWR In participating
in the process, the council has beconme  di sappoi nt ed,
di sillusioned, disheartened, and discouraged. The counci

attenpted to stay neutral, but that turned out to be inpossible
after going through the public process at length. Over and over
it seened as if [the council] had never been there, which was
very di scouragi ng. Ms. Shoyer inforned the conmttee that the
council hired individuals to review the process, but tine after
time those individuals would report that the process was biased.
She felt that the worst of it was when the governor announced he
wanted the trail to go through the marsh. Therefore, M. Shoyer
felt that it would be great if the legislature had a watchdog
over this obvious bias from the governor. She expressed hope
that HB 474 coul d bal ance this obvi ous inbal ance.

Number 1290

JIM DOKOXZI AN, President, Bayshore/Klatt Comunity Counci l
testified via teleconference in support of HB 474. M.
Dokoozi an announced that he was present on behalf of the
president of the OCceanview Comunity Council as well as the
president of the Sand Lake Conmmunity Council. M . Dokoozi an
informed the commttee that all three of the comunity councils
voted in separate votes in favor of the inland trail if a trai
was to exist. It was only after a few concerned citizens were
frustrated that they advocated a trail that would connect [the
comunities] on an inland route, the gold route. There was a
great anount of support fromthe community councils for the gold
route. Furthernore, there is a petition with over 2,500
signatures, including the fornmer governor Jay Hammond, in

support of preserving the refuge.
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MR. DOKOXZI AN turned to the governor's announcenent that the
trail should go through the marsh. That announcenent gal vani zed
the residents of south Anchorage, who thought they were part of
a public process of evaluating various routes. "W are weary of
the lack of responsiveness of the project team" he noted. He
also indicated that there is nuch disappointnment in the process
and thus expressed the need to have [l egislative] oversight.

CO CHAIR MEYER, upon no one else wshing to testify, closed the
public testinony.

Nunber 1515

REPRESENTATI VE =~ MURKOWEKI noved that the conmmttee adopt
Amendnent 1, which reads as foll ows:

Page 1, line 10, after "and Fire Island.":

I nsert, "Except for the public right-of-way and
utility corridor <created in this subsection and
identified in the nanagenent plan, for a realignnment
of the right-of-way for the new Seward H ghway, and
for a realignnment of the right-of-way for the Al aska
Railroad, the state shall not acquire or create a
ri ght - of - way or ot her easenent for surface
transportation below the crest of the coastal bluff or
bel ow Canpbell Lake wi thout the prior approval of the
| egi sl ature by | aw. "

REPRESENTATI VE KERTTULA surm sed that all the anmendnent is doing
is stopping DOT&PF from acquiring. She asked whether a |egal
opi ni on had been obtained regarding the right of the departnent
to proceed w thout approval.

MR. ACHEE replied that she spoke with the Legislative Legal and
Research Division, who said that it was a gray area.

CO CHAIR MEYER asked if there was any objection. There being no
obj ection, Anendnent 1 was adopt ed.

Nunber 1625

REPRESENTATI VE SCALZI noved to report HB 474 as anended out of
commttee with individual recomendations and the acconpanying
zero fiscal note. There being no objection, CSHB 474(CRA) was
reported from the House Community and Regional Affairs Standing
Commi ttee.
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The commttee took a brief at-ease.

HB 407- CERTI FI CATE OF NEED PROGRAM

CO- CHAI R MEYER announced that the next order of business before
the commttee would be HOUSE BILL NO 407, "An Act relating to
the certificate of need program”

Nunmber 1685
RYNNI EVA MOSS, Staff to Representative John Coghill, Al aska
State Legislature, testified on Dbehalf of the sponsor,
Representative Coghill. Ms. Moss read the sponsor statenent as
fol | ows:
Representative Coghill feels that [in] trying to
preserve the free enterprise system | egi sl ators
should do all they can to protect the open market and
consuner choi ce. This bill is an attenpt to do this

in the world of health care.

Under the current state statutes, if a health care
provider in Fairbanks or Mat-Su Borough wanted to
build a $10 mllion dollar clinic, they would have to
obtain a Certificate of Need (CON). In applying for

that Certificate [OX Need] they would have to show
that they would not adversely affect any other health

care facilities in the wvicinity. Representati ve
Coghill feels that the question needs to be asked:
"What ever happened to conpetition and the open narket
pl ace?" He doesn't believe that by elimnating
Certificates O Need requirements for |arger Al askan
comunities, there wll be a large influx of new

medical facilities. This may have been true when the
federal governnent subsidized Certificate of Need
prograns, but the federal Certificate of Need |aw was

repealed in 1996. Since the repeal of the federal
|l aw, 14 states have repealed their Certificate of Need
st at ut es. Anot her ten states have elimnated

Certificate of Need requirenents for acute care
facilities, and an additional nine states do not
require Certificates of Need for anbulatory surgical
centers.

More anbul atory surgical centers in Fairbanks would

not mean |less business for existing facilities. It
would nean that fewer Fairbanksans would have to
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travel to Anchorage or the Lower 48 for nedical

procedure[ s]. The savings in travel alone could have
a positive effect on the nedical costs and nedical

I nsurance costs. According to an article from
"Heartland” in 1996 - and |'ve attached this article
to your background information - the Federal Trade
Comm ssi on esti mat ed t hat Certificate of Need
regul ations increased the cost of  hospital care
nati onwi de by nore than $1.3 billion annually. Health
care is expensive and the lack of conpetition could be
a partial reason for that. This legislation would
encour age conpetition in t he | ar ger Al askan
comunities where the population would support the
conpetition while protecting the fragile balance of

health care services in smaller Al askan conmuniti es.

M5. MOSS turned to the question as to why HB 407 chose the
popul ation figure of 55,000 and provided the commttee with [a
docunent entitled, "What is the Right Population Nunber?" She
explained that the 2000 U.S. Census considers a significant

comunity to be one with a population of 25, 000. The federal
formula for Alaska provides an additional 25 percent on any
figure. Therefore, the population [of what is considered a

significant community] would be brought up to 31,250. Then the
Medi caid formulas for nmedical reinbursenments were reviewed, and
the mddle, 175 percent, was chosen and thus the popul ation

requirenent would rise to 54, 688. Therefore, the popul ation
figure of 55,000 was chosen. Ms. Mbss pointed out that the
af orenenti oned docunent lists the populations of the organized
boroughs in order to illustrate which comunities wll be
i npacted by HB 407. (Qoviously, the Anchorage Borough, Fairbanks
North Star Borough, and the Matanuska-Susitna Borough wll be
i npact ed.

Number 1930

M5. MOSS directed attention to the fiscal inplications of
nonprofit nmedical providers. She pointed out that Providence
Al aska Medical Center will have excess revenues of approximtely

$189 nillion between 1998 and 2004. Al t hough she wasn't sure
where that excess revenue goes, she was fairly sure that it
didn't stay in Alaska. Therefore, M. Mss felt that Anchorage
has an atnosphere for conpetition in nedical facilities. She
reiterated that Representative Coghill feels that conpetition is
good in all free enterprises, including nedical facilities. M.
Moss provided the commttee with a chart that specifies which
states have a CON program She al so provided the commttee with
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an article entitled, "Certificates of Need: A Bad |dea Whose
Time Has Passed.” That article discusses the results of CON
prograns, which are the creation and staffing of new taxpayer-
f unded bur eaucr aci es W th expensi ve and time-consum ng
application processes. Those costs are passed to the consuner
The CON prograns have also resulted in |ocal communi ty
di ssatisfaction with health care planners who are often far away
and perceived as insensitive to |ocal needs.

M5. MOSS turned to the fiscal note, and infornmed the commttee
that Representative Coghill wll be requesting sone anendnents
to HB 407 in the House Health, Education and Social Services
Standing Committee. Those anendnents would elimnate nost of
the fiscal note through the exenption of nursing honmes and acute
psychiatric beds. Ther ef or e, the elimnation of t he
af orenenti oned beds would elimnate page 2 of the fiscal note
and result in a fiscal note of approximately $150,000. However,

Representative Coghill believes that nursing hone and acute
psychi atric beds should be addressed, and that the state should
rei mburse hospitals for beds that aren't being used. Per haps

the Medicaid formula [for hospitals] would be changed such that
Medi caid noney is only used for the beds that are used and the
services that are delivered.

Number 2098
REPRESENTATI VE SCALZI inquired as to why there is a fiscal note.

M5. MOSS expl ai ned her understanding that the state pays for a
certain nunber of [psychiatric] beds whether those beds are used
or not, which is also the case with nursing hone beds. M. Moss
recalled that there is an 80 percent user rate that is paid.

REPRESENTATI VE SCALZI related his understanding then that if the
CON is elimnated, the funding for those beds, whether they are
used or not, would be elimnated as well.

M5. MOSS clarified that if the CON is elimnated the beds woul d

still be paid for albeit the bed mght be in a different
facility that mght be full. Therefore, tw beds are being paid
for.

REPRESENTATI VE SCALZI surm sed then that [the state] may pay for
duplicate services, if the CONis elimnated.

M5. MOSS replied yes.
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CO- CHAIR MEYER asked if that is how Ms. Mss arrived at the
$150, 000 annual operating cost.

M5. MOSS answer ed yes.
Number 2196

REPRESENTATI VE GUESS turned to the concept of cherry picking

which she feels is the controversial conflict. When there are
situations in which there is an oligopoly and one of the
participants is regulated, she asked whether cherry picking
woul d exi st because those facilities that accept all patients
will be at a di sadvant age.

V. MOSS said that she believes that is the reason
Representative Coghill is willing to amend HB 407 because the
cherry picking is going to happen with nursing honme care and
psychi atric beds. In regard to the rest [of the beds] there is
a larger share of private pay. The cherry picking will occur
for the beds that are Medicaid paid, which are the nursing hone
and psychiatric beds.

REPRESENTATI VE GUESS rel ated her understanding that in M. Mss'
analysis of basic nedical situations, the market is such that
there won't be any [cherry picking].

M5. MOSS replied, "W don't believe so.™

REPRESENTATI VE GUESS asked if there is an analysis from soneone
t hat supports that belief.

M5. MOSS explained that this belief was devel oped after reading
[various] articles, two of which have been supplied to the
commttee. One of the articles is actually testinony before the
Joint House and Senate Health Commttees in the State of
Georgi a.

Number 2312

REPRESENTATI VE =~ MURKOWEKI pointed out that there is the
possibility of elimnating the CON program entirely for al
comunities. Ther ef or e, she inquired as to why the
af orenenti oned option wasn't chosen.

M5. MOSS said that Representative Coghill was concerned about
the smaller comunities where there are private nedica
facilities. For instance, in Tok and Delta nonprofit nedical
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facilities have noved in and nade it difficult for private
medical clinics to conpete with nonprofit nedical facilities.

REPRESENTATI VE MJRKOABKI related her understanding then that
Representative Coghill believes that the snmaller comunities
aren't going to have access to a larger health care nmarket.

M5. MOSS replied yes.
Number 2389

REPRESENTATI VE SCALZI noted that Representative Coghill is
interested in reducing state spending and the anount of dollars
the state puts into health care and how those dollars could be
used nore efficiently. According to the fiscal note, there my
be an i npact; however, he questioned how the renoval of the
CON woul d benefit the state in the long term

M5. MOSS said that the articles she has provided to the

commttee wll offer sone of the thinking that Representative
Coghill has. In the long run, Representative Coghill feels that
[elimnation of the CON] will create better services at a better
cost.

REPRESENTATI VE SCALZI said, "If we're sonehow going to elimnate
the duplication of services and enpty beds in the long run

because those beds w Il eventually be full and paid for. I
guess the qualification of the -- whether it's a nonprofit or
private enterprise that conmes in, the tie theoretically will not
be split and pay for enpty beds. ... iIs that where we're
goi ng?"

M5. MOSS agreed that is a problemand that is why Representative

Coghill is willing to anend that in the House Health, Education
and Social Services Standing Conmttee. However, Representative
Coghill feels that with a new admnistration the process of
paying for nedical services could change. That change in
process would nerely require that the Departnent of Health &
Soci al Services change its agreenent with the federa

gover nment . Part of that change would be to only pay for those

services that are delivered.
Number 2514
REPRESENTATI VE MJRKOWSKI turned to the letter from Valley

Hospital in opposition to HB 407. The final paragraph of that
| etter recomrends that the legislature create a working group of
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| egi slators and providers to exam ne the CON process. Also, she
recalled that the Senate is reviewing a neasure to establish
such a task force. She requested that Ms. Mdss comment.

M5. MOSS clarified that Representative Mirkowski was referring
to SB 256, sponsored by Senator G een. Senator Geen's
| egislation deals wth changing the application process in
certain areas that she is exenpting, which M. Mss recalled

were the psychiatric beds and nursing honme beds. Ms. Moss
expl ai ned that Representative Coghill chose to narrow HB 407 to
t he whol e concept of CON because Representative Coghill wants to
push the concept of free enterprise and conpetition. Ms. Mbss
remarked that the working group is one of Representative
Coghill's concerns and the other is the nursing honme and
psychiatric beds. In further response to Representative

Mur kowski, Ms. Mbss specified that Representative Coghil
woul dn't be adverse to establishing a working group on this
i ssue.

Nunber 2643

ELVMER LI NDSTROM Deputy Comm ssioner, Departnent of Health &
Social Services, began by saying that HB 407 inpacts the
departnment's business in many ways. He explained that the
purpose of the CON program is two-fold. The CON program was
designed to provide some assurance that very expensive health
facilities are built only if they are needed and economcally
efficient. Over time, the CON program has taken on an aspect of
cost control, which relates to the Medicaid program

MR. LI NDSTROM remarked that it is inportant for the commttee to
understand who pays for health care in Al aska. For instance

the nursing honme and psychiatric beds are paid for by the state
and the State Medicaid program If one isn't eligible for
Medi caid upon entrance into a nursing hone facility, odds are
that person will be shortly thereafter because the cost of a
nursing hone bed in Alaska is thousands of dollars a nonth. I n
total, the Medicaid program pays for about 85 percent of the
total budget for nursing hone beds. As a cost containnment
i ssue, the departnent is keenly supportive of the CON process as
it relates to long-term care beds. Therefore, he urged the
commttee to consider adjusting HB 407 so that the CON would
still apply to nursing honme beds. He related his understanding
that Representative Coghill isn't hostile to that. The area
that [the state] pays is for the acute psychiatric beds, which
he urged the conmttee to give that sone thought as well.
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Number 2800

MR, LI NDSTROM said, "Intuitively it makes sone sense, | think,
the bill trying to differentiate between the health care market
in a large community ... like Anchorage, and naybe Fairbanks,

and maybe the Mat-Su as opposed to other areas in the state.”
However, there is no data to paint that picture and thus [the
departnment] can't say that it can support that approach. The
CON program in Al aska consists of one staff person who reviews
all the CONs. Historically, the CON program was part of a
| arger heal th pl anni ng process. M. Lindstrom pointed out that
along with the elimnation of the federal governnent's
requirenent, all the federal funding that supported the CON
program as well as a broader health plan was elim nated. He
explained that typically the evaluation of a CON would be done
in the context of a community health plan or state health plan.
The last state health plan was witten in 1983 and thus the
pl anning infrastructure that would support the CON program
doesn't exist in Al aska. He reiterated that the departnent
doesn't have the data to support whether the concept of treating
Anchor age, the Mat-Su, and Fairbanks makes sense or not.

Nunber 2927

MR, LINDSTROM turned to the fiscal note and directed attention
to page 2, which includes a list of potential projects in
Anchor age, Fairbanks, and the WMat- Su. He didn't believe that
CONs had been submitted for all these projects, although there
has been sone indication that these projects <could be

construct ed. Whet her these facilities are constructed or not
woul d be decisions by the various entities. The fiscal note
nmerely suns the total of [possible] CON projects and applies the
percentage of what the [state] pays. In the case of nursing
honme [ beds], in excess of 85 percent of the cost will be paid by
the state. A simlar percentage applies to the psychiatric
beds. M. Lindstrom acknow edged that the fiscal note isn't
preci se.

CO- CHAIR MEYER advised the commttee not to get too involved
with the fiscal note but rather leave it to the House Finance
Comm ttee to debate.
TAPE 02-15, SIDE B

REPRESENTATI VE HALCRO asked if all the beds are full every day
of the year.
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MR. LI NDSTROM said that he didn't know. However, he guessed
that the assunptions do [assunme] that all the beds are full
every day.

Number 2995

REPRESENTATI VE HALCRO questioned how the fiscal note was
deri ved. He related his interpretation that every bed would be
full every day of the year. He asked if the plan is for people
to get sick. He also asked if there is concern with regard to
di sbursenent of existing patients into these facilities.

MR. LI NDSTROM poi nted out that over the |ast decade [the state]
has done a good job of not building nursing hone beds. However,
the hone and community-based system has been nurtured to try to
put in place less costly alternatives to nursing hone care in

comunities [with] assisted living hone beds. Ten years ago,
there were no assisted |living honme beds, and furthernore Al aska
didn't even have a licensure for sonething called assisted

l'iving. That system has grown over the last ten years so that
there are probably nore people in assisted living beds than are

in nursing honme beds. Using the CON has discouraged the
bui | di ng of those nursing hone beds. In the absence of the CON
process, it's likely that a nunber of these projects wll be
built and people will gravitate to those nore expensive nursing
home beds. However, whether those beds are full noves into
another very conplicated issue in regard to how the Medicaid
system rei nmburses nursing hone and acute care facilities. [ The

Medicaid systen] has a formula wth its own rate-setting
mechani sm that is partly governed by sone federal requirenents.
However, he pointed out that in the end beds that m ght not be

filled are paid for 1in sone sense. To the extent that
utilization is less than 100 percent, the unit cost for that bed
will be higher than it would otherw se. He clarified that 85

percent of the cost of those beds will be borne by the state.
Nunber 2848

REPRESENTATI VE SCALZI related his understanding that although
nost states support CONs, those states also strongly support
| ong-term care. That support of long-term care is consistent
with the sponsor's comrents. Representative Scal zi recalled the
struggle the local hospital on the Kenai Peninsula had when
attenpting to obtain its long-term CON Representative Scal zi
remar ked, "Long-term care nmkes sense because you can't tell
when a person's going to check out.™
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REPRESENTATI VE SCALZI turned to the issue of psychiatric beds
and related his belief that without an incentive for a cure
ratio, then the problem may be exacerbated because of a need to
fill the beds. Therefore, there is a disincentive for the
private sector to develop a cheaper nethod of service. In the
long term everyone's objective is to provide care to the
comunity. Therefore, he inquired as to M. Lindstronis view of
Al aska's health care system in the long term He asked if
Alaska is providing a disincentive by continuing the CON
program

MR. LINDSTROM reiterated that [the state pays about 85 percent
of the cost] for long-term care and psychiatric beds. For other
acute care services [in facilities subject to a CON the state
pays] about 20 percent of the cost. M. Lindstrom suspected
that others would be able to provide a better answer to
Represent ative Scal zi .

MR,  LINDSTROM turned to the fundanmental purpose of the CON
program which is to ensure that the [health care] systemin any
community is efficient and that facilities aren't needlessly
built. He posed an exanple in which a community has a community
hospital and an anbulatory surgical facility. "If the demand
for the services isn't really there, then "the pie" is sinply
bei ng divided between nore facilities, and therefore there wl|

be sone inefficiencies in the system He attributed those
inefficiencies to the rate-setting system He explained that
because there will be fewer units of surgery perforned at the
hospital, the unit cost is going to increase and thus [the
state] will reinburse at a higher rate for a fewer nunber of
procedures at that hospital. In regard to the anbulatory
surgical center, it won't be reinbursed through the facility
rate-setting system but rather will be treated as an outpatient
[facility], he explained. |In short, M. Lindstrom believes that
the CON program wll provide a nore efficient system than
ot herw se.

Number 2621

REPRESENTATI VE MURKOASKI poi nted out that one of the argunents
against the CON program is that it just doesn't work.
Representative Mirkowski turned to information provided to the
commttee that says that in the past five years 100 percent of
all hospital CON applications were approved, while 0 percent of

nonhospital [applications] were approved. She expl ained the
argunent as follows: "The hospitals have what the hospitals
have and ... they are able to maintain that, and anybody who's
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| ooking to conme in and through the process, as it is set up,
work within that process and obtain a certificate of need, they
are denied while the hospitals are not denied." She asked if
the argunent that hospitals are able to obtain CONs [due to
what] they have, while others [attenpting] to obtain a CON are
denied is accurate.

MR. LI NDSTROM answered that although he wasn't sure whether that
argunent was true, he could provide the commttee wth

i nformati on. He wasn't sure of the nunber of anbulatory
surgical facility applications that have been received in the
| ast few years. However, he recalled that there were three

[such facilities trying to obtain CONs] in Fairbanks. Al three
of those applications were denied because the CON review
i ndicated that no new operating facilities were necessary in the

ar ea. He also recalled that there was a desire to replace a
surgical center in Anchorage, which resulted in legislation two
years ago. That |legislation passed and thus allowed that

operator to replace the facility w thout going through the CON
process.

Number 2515

REPRESENTATI VE MURKOABKI said that if it is true that hospitals
are being approved for CONs while anmbulatory facilities aren't,
then she is curious as to why. Representati ve Murkowski turned
to the notion that hospitals are attenpting to get around the
CON requirenment by leasing equipnment or wusing a captive
foundation to build a facility. Representative Mirkowski
expressed her curiosity as to the admnistration's response to
t hese remarks.

MR. LI NDSTROM offered to respond to those [argunents] point-by-
poi nt once he has received the docunent to which Representative
Mur kowski is referring.

Nunber 2451

REPRESENTATI VE GUESS inquired as to the regulations regarding
who has to take Medicaid patients and who can choose not to
accept Medicaid patients or those who can't pay.

MR. LINDSTROM related his belief that no one is conpelled to
enroll as a Medicaid provider. He suspected Representative
GQuess' question is really in regard to what comunity hospitals
are required to do. As a licensure requirenent, there are sone
requi renents regarding the hours of operation and who is served.
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That i censure requi r enent isn't rel ated to Medi cai d
rei mbur senent.

REPRESENTATI VE GUESS asked if HB 407 received a Finance referra
because upon introduction, it didn't have a Finance referral.

CO-CHAIR MEYER related his belief that since the bill has a
fiscal note, it would automatically receive a Finance referral

Number 2330

CATHY CRONIN, North Star Hospital, testified via tel econference.
Ms. Cronin shared Representative Coghill's concern with regard
to an expansion of psychiatric beds and thus she said she was
prepared to work on that matter in the House Health, Education
and Social Services Standing Committee.

DAVI D M GUI RE, | ndependent Practitioner, testified Vi a
t el econf erence. M. MGQuire characterized the [CON program as
one which never worked. It's fundanental theory is upside down.
The notion that to have cheaper gasoline would require having
one gas station in town doesn't work. Simlarly, such a
situation wouldn't work in the health care realm Therefore

the federal governnment elimnated [the CON prograni. The [CO\|
process has beconme highly political and unfair. For exanpl e,
t he Fairbanks Menorial Hospital was allowed to construct a $10
mllion oncology center without a CON. That was done by having
the Board of Trustees own the facility. Since [the Board of
Trustees] wasn't a health care provider, M. Pearce (ph) ruled
that no CON was necessary. "We, in turn, asked for the sane
treatnent by having a nonprofit agency buy the building and we
were told that would not be allowed; principally because he said
so," M. MQiire explai ned.

MR MGQJRE turned to the issue of cherry picking. He rel ated
his belief that patients want to go where they feel nost
confortable that the care [desired] wll be delivered. He
wasn't sure that a patient's primary interest is ensuring that a
nonprofit, perhaps an inefficient nonprofit, stays profitable.
M. MQ@ire urged the conmttee to pass HB 407 from conm ttee.
He noted that he wasn't sure of the fiscal note, and offered the
information that outpatient facilities are reinbursed |less for
the same procedure, than inpatient facilities. Ther ef or e,
outpatient procedures should save the state noney. He
questioned whether that is reflected in the fiscal note.

Number 2121
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ELI ZABETH RIPLEY, Director, Comunity Health Planning, Valley
Hospital, testifying via tel econference noted that she had faxed
witten testinony to the conmttee. Ms. Ripley clarified that
Vall ey Hospital is a private nonprofit free-standing hospital
that is opposed to the population delimter in HB 407. She
pointed out that [the Mat-Su Borough] is one of the three
comunities that would fall outside the population delimter.
In regard to the earlier question of what happened to
conpetition, Ms. Ripley acknow edged the benefits of conpetition
and asserted that the proposed delimter does nothing to support
a level playing field. She expressed concern regarding the
establ i shment of nedical boutiques and cherry picking.

M5. RIPLEY turned to how [Valley Hospital] conpetes right now.
She explained that Valley Hospital conpetes wth Anchorage.
Al though [Valley Hospital] has sole comunity provider status,
studi es show that nost of the 16,000 Valley residents commute to
Anchorage and nost get their [health care] services there as

wel | . Those commuters make nore than those who don't commute
and a nuch higher percentage have health insurance or a third
party insurance. Currently, 6 percent of [Valley Hospital's]

patients are on Medicare, which is expected to double in eight
to ten years. Additionally, [Valley Hospital] has one of the
hi ghest rates of Medicaid persons per capita per borough.
Furthernore, those Medicaid persons are the fastest grow ng
payer segnent for [Valley Hospital]. Mor eover , [ Val | ey
Hospital] has seen its self-pay double in the l|ast quarter,
which is drastic.

Nunber 1992

M5. RIPLEY announced support for keeping the CON program at the
$1 mllion threshold for equipnent and raising it to a $2
mllion threshold for building. M. R pley said:

If you care about preserving conpetition, then you'll
consider the follow ng. First of all, all providers,
including private physicians, nust neet the terns of
the CON. Right now, a private provider doesn't have to
[meet the terns of the CON] -- one single physician
opening up sonething specific. Al'l  providers nust
provide for all financial classes and their payer m X
must reflect the payer mx of the locale wthin which
they operate. And Dave Pearce (ph) and the CON
departnent could track this.
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M5. RIPLEY recalled a prior question regarding whether hospitals
are getting around [the CON progran] with leasing. To that, M.
Ri pley suggested nmking all expenditures fall under the
aforementioned $2 mllion threshold. In regard to the fiscal
inplications of a nonprofit, M. R pley enphasized that Valley
Hospital takes its nonprofit status seriously. She inforned the
commttee that Valley Hospital's net revenues for the past five
years have run between $2-$3 million. Fromthat net revenue, 10
percent is returned to the community in a healthy communities
program that is designed to raise health status. For instance,
a dental clinic in Tal keetna was created. That net revenue is
al so reinvested into the equi pnment because [Valley Hospital] has
to conpete with the Anchorage providers. Furthernore, the net
revenue is reinvested in the staff. Therefore, Valley Hospita
is barely making it with a net revenue of $2-$3 mllion.

M5. RIPLEY concluded by relating her belief that there are many
problenms with HB 407. She recommended that the |legislature
establish a working group conprised of |egislators and providers
in order to exam ne the CON process.

Nunmber 1828

REPRESENTATI VE SCALZI inquired as to whether [Palner] has a m|
rate that contributes to Valley Hospital

M5. RIPLEY replied no, and reiterated that Valley Hospital is a

private nonprofit free-standing hospital. She expl ai ned that
the Mat-Su Borough has |limted health powers, and therefore the
borough does virtually nothing in the health care arena. In her

opinion, she didn't believe that the borough would consider
doing anything in the health care arena.

Nunber 1780

REPRESENTATI VE HALCRO said that he has heard those supportive of
elimnating the CON process express concern that in the |arger
cities the nonprofit hospitals use the CON as a shield to
conpetition and therefore, are able to amass a great anount of
dollars that fuels their growh and needlessly holds down
conpetition. In Anchorage, this wealth has been used for
pur chases unrel at ed to provi di ng medi cal servi ces.
Representative Halcro requested that Ms. R pley respond to those
charges and explain the federal requirenents the nonprofit falls
under.
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M5. RIPLEY answered that as a private nonprofit, [Valley
Hospital] 1is accountable. She related her belief that the
country is at a crossroads in regard to whether to nake
[ medical] nonprofits accountable. Vall ey Hospital's Board of
Directors has reviewed that and created the Healthy Communities
Program in an attenpt to be accountable. She reiterated that
Val l ey Hospital invests 10 percent of its net revenues back into
the comunity. However, typically nost hospitals reinvest |ess
than 1 percent. She said that although she believes Valley
Hospital's board and chief executive officer agree with sonme of
the statenments regarding how nonprofits can be held accountabl e,
[they] feel that Valley Hospital has nore than stepped up to the
plate to be held accountable to the commnity.

M5. RIPLEY turned to the nention of providers anassing funds
and explained that is why [Valley Hospital] established the

criteria it did. If one wants to have a |evel playing field and
conpetition, she suggested making all hospitals and private
provi ders neet these terns as well as meking sure that they are
providing care to all financial classes. "Because we're not
seeing that," she said. Vall ey Hospital already experiences
conpetition in its outpatient sector for radiology. Ethically
and legally, Valley Hospital's ER has to take anyone who cones
in. However, individual providers don't have to do so. For
instance, there are providers in [the Mat-Su] Valley who don't
accept patients with Medicaid or Medicare. She reiterated her
earlier statement that [Valley Hospital's] outpatient sector is
supporting the inpatient sector. Ms. Ripley expressed her
belief that [Valley Hospital] could support Ilegislation that
built in a level playing field and accountability for
nonprofits.

Number 1505

REBECCA PARKER, Enployee, Providence Al aska Medical Center,
testified via teleconference. M. Parker infornmed the commttee
that the Providence Al aska Medical Center has served hundreds of
t housands of Al askans regardless of their ability to pay. MVs.
Parker also informed the commttee that Providence Al aska
Medi cal Center spent over $40 nmillion to expand its emergency
room The prior year Providence Al aska Medical Center purchased
a new helicopter and thus expanded the nunber of patients that
can be carried in an energency. In the next five to ten years,
Provi dence Al aska Medical Center wll be investing over $100
mllion in capital inprovenents and expansions nerely to neet
the energing needs of various prograns in health care in
Anchor age.
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M5. PARKER explained that Providence Alaska Medical Center
opposes HB 407 because it places nmany existing prograns in
j eopar dy. Furthernore, this legislation wll allow surgery
centers to be built without any review or consideration as to
whet her the community can financially support such facilities.
Ms. Parker said that nationwde a duplication of nedical
services has contributed to the existing costs of health care.
Provi dence Al aska Medical Center provides services that it knows

won't be reinbursed to cover the real cost. Five years ago,
Provi dence Al aska Medical Center provided over $11 mllion in
charity costs, which has risen to nore than $25 mllion. She

acknowl edged the expectation to see less dollars available for
primary health care and health care reinbursenents from both the
federal and state governnent. Furthernore, there is also the
expectation that the aforenmentioned wll inpact the cost of
charity care during this tinme when revenues are expected to
decl i ne. Ms. Parker specified that [Providence Al aska Medical
Center's] greatest concern is maintaining the prograns already
in place while increasing those that are expected to grow, such
as the cancer therapy center. "Wuo, if we don't, wll offer the
broad spectrum of services to Alaska's patients,” she asked.
Elimnating the CON process in urban areas would allow for new
surgery centers that will serve only a small nunber of patients
who can afford to pay, which will quickly erode the financial
stability of the nedical center and its ability to provide the
many unrei nbursed costs of operating a true tertiary acute care
center for all Al askans.

Nunmber 1273

CO-CHAIR MEYER recalled that Anchorage has conpetition that
seens to be working. Therefore, he didn't understand why
[ Al aska Provi dence Medical Center] would be opposed to HB 407.

IVB. PARKER agreed that Anchorage «currently has healthy
conpetition. However, with the passage of HB 407, the building
of new surgical centers are anticipated. Those surgery centers
will be able to serve those who can afford to pay, while Al aska
Provi dence Medical Center will remain open 24 hours a day and
serve everyone regardless of their ability to pay. Today,
Al aska Providence Medical Center's charity costs anobunt to over
$25 mllion and that is expected to continue to grow She
reiterated, "Who in the community wll serve those people if
Provi dence doesn't?"
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REPRESENTATI VE MURKOWSKI turned to the sponsor statement for HB
407, which refers to the repeal of the federal CON program The
sponsor statenent says since the federal repeal of the CON
program 14 states have repealed the CON Representati ve
Mur kowski asked if Ms. Parker has any information regardi ng what
has happened in those states, especially in relation to those
hospitals simlar to Al aska Providence Medical Center, where the
CON program has been repeal ed.

M5. PARKER said that she didn't have any information on that,
but offered to provide statistics to Representative Mirkowski .

Number 0984

M5. PARKER, in response to Representative Halcro, confirmed that
charity costs are defined as [the cost for] those patients that
are unable to pay for their services. In further response to
Representative Halcro, M. Parker reiterated that charity costs
for Al aska Providence Medical Center has increased from $11
mllion to $25 nmillion over five years. That charity care
segnent is grow ng rapidly.

CO CHAIR MEYER asked if M. Parker would anticipate the sane
nunbers [in regard to charity costs] for Al aska Regiona
Hospi tal .

M5. PARKER answered that she didn't know. She related her
i npression that Al aska Providence Medical Center is serving nore
of the underserved in the community than anyone el se.

Nunmber 0836

REPRESENTATI VE MURKOWNBKI referred to a docunent in the packet
that addressed the 1998-2004 projections for revenues and
expenses for Alaska Providence Medical Center. Thi s docunent
indicates that charity was $11 mllion for 1998 and $15 million
for 2001. Those figures are under the heading of contractual
al | owances. She asked if those figures refer to charity costs
that Ms. Parker has said have risen to $25 mllion.

MS. PARKER replied yes.

REPRESENTATI VE SCALZI asked if CON progranms pay for other
services in the hospital or is it nore like a dedicated program
He asked if the hospital finds that it collects nobre revenue
than [patients it] takes care of and so that noney is disbursed
to other services in the hospital.
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M5. PARKER clarified that [Alaska Providence Medical Center]
serves acute care needs and |long-term care nental health as well
as many other services. Furthernore, Al aska Providence Medica
Center serves Medicaid and Medicare patients that other
facilities won't accept.

Nunmber 0578

ALLAN SNIDER testified via tel econference in support of HB 407.
He related a personal experience in which he had orthopedic
surgery on his hand at the Tanana Valley dinic in his doctor's
office for a cost of $400. However, Fairbanks Menorial quoted a
cost of approximately $5,000 for outpatient orthopedic surgery.
M. Snider discussed his insurance coverage as a carpenter.

JOHN LUNDQUI ST, Enpl oyee, Fairbanks Menorial Hospital, testified

via tel econference. As a 50-year resident of Fairbanks, M.
Lundqui st said that he has seen many changes. One of the good
changes occurred after the flood when the comunity supported
and funded a debt-free conmmunity hospital. He related his
belief that Fairbanks Menorial Hospital has served the community
well and maintained relatively low prices. Therefore, M.
Lundqui st stated his opposition to HB 407 because renoving the
CON restrictions will result in cherry picking as well as an
increase in prices. The CON program protects against

unnecessary facilities.

REPRESENTATI VE MJURKOABKI inquired as to whether the beds at
Fai r banks Menorial Hospital are full or over capacity.

MR, LUNDQUI ST answered that although the hospital doesn't run at
capacity, he wasn't sure of the percentage. There are nany
enpty beds.

Number 0113

MARTY O LONE, Enpl oyee, Fairbanks Menorial Hospital, testified
via teleconference. M. O Lone indicated that he took exception
wth the statistics that mx Alaska with the Lower 48 because
Al aska does have a snmller population conpared to the average
Lower 48 state. Specifically, M. OLone questioned the
conpari son of Al aska to CGeorgia because the suburbs of Atlanta,
Georgia, itself have the sanme population of the entire state of
Al aska. M. O Lone said that he is in favor of a reasonable
| evel of state oversight of new prograns. However, if the
current CON regul ations were changed or elimnated, the results
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would be negative on the comunity and the only Interior
hospital that has served the comunity since 1972. The
popul ation of the Fairbanks North Star Borough isn't |large
enough to support the unnecessary facilities that would energe
if the current CON was changed or elim nated.

TAPE 02-16, SIDE A

MR. O LONE nentioned that [research has shown] that hospitals in
states wthout CONs have Ilower patient |levels but higher
treatment costs to patients. M. O Lone announced his
opposition to HB 407, and he requested that the CON regul ations
be strengthened rather than weakened in order that the Interior
popul ati on would have access to the high quality of care that
al ready exists locally.

Nunmber 0099

LI Z WOODYARD, Nurse, testified via teleconference. M. Wodyard
informed the commttee that she supported the current CON
program  Therefore, she opposed any proposed changes to the CON
program because she believes that the CON program protects the

public from any unnecessary services. She echoed earlier
testinmony regarding the need to strengthen not weaken the CON
pr ogram Ms. Whodyard said, "As a nurse, too, |I'm also

concerned about the nursing shortage and the workforce shortage,
and feel that the CON program does really |ook at the conmmunity
to see if we need any additional services, and also | ooks at the
wor kf orce that's needed to support any services."

Nunmber 0180

CORLI S TAYLOR, Enpl oyee, Fairbanks Menorial Hospital, testified
via tel econference. She noted that she is also a consumer of
health care and has probably received services from al nost every
facility in Fairbanks. Ms. Taylor said that she is opposed to
HB 407. She expl ained that she is concerned with the shortage
of health care workers, specifically there are shortages of RNs.
This shortage is nationwide. Therefore, elimnation of the CON
would result in an even thinner spread of health care workers,
which she said would inpact the quality of care. Ms. Tayl or
explained that the CON process allows review of the services
that are provided in order to determ ne whether those services
are necessary in a given conmunity, which helps with the cost of
heal th care. In other words, if there are too many beds, then
[all facilities] suffer because no place has enough patients to
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mai ntain their financial health. Therefore, each facility woul d
need to increase its costs in order to survive.

MS. TAYLOR turned to the conparison of health care to a grocery
store. She pointed out that if she goes to a grocery store to
purchase a |oaf of bread, she knows exactly what to |ook for.
However, as a consuner of health care, the consuner has to trust
what the health care provider says. Therefore, facilities that
feel the need to increase their finances may result in
affiliated physicians ordering unnecessary tests in order to
neet a financial obligation of the facility.

M5. TAYLOR remarked that community hospitals have an obligation
to treat all who enter, regardless of whether the person has
i nsurance or the neans to pay. Furthernore, hospitals provide
services that nost clinics and free-standing facilities don't
want to offer. For exanple, the Fairbanks [Menorial] Hospita
provides nental health services, nursing hone services, and a
cancer treatnent facility. In regard to the cancer treatnent
facility, M. Taylor explained that the facility was primrily
built to keep patients in the community rather than for noney.

Nunber 0647

M5. TAYLOR recalled earlier testinony regarding the notion of
excess revenue that facilities are stockpiling. Any revenue
generated by Fairbanks Menorial Hospital is put back into the
comunity in many ways such as the aforenentioned cancer
treatment center. Therefore, she feels that nost facilities put
excess revenue back into the comunity.

CO CHAIR MEYER apol ogi zed for not being able to conplete the
public testinony today. Therefore, he announced that HB 407
woul d be heard again on Thursday.

ADJ OQURNVENT

There being no further business before the commttee, the House

Community and Regional Affairs Standing Conmmttee neeting was
adj ourned at 9:59 a.m
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