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CHAIR FRED DYSON called the House Health, Education and Soci al
Services Standing Commttee neeting to order at 3:02 p.m
Representatives Dyson, WIson, Coghill, Kohring, and C ssna were
present at the call to order.

CONFI RVATI ON HEARI NGS5

CHAIR DYSON announced the first order of business, the
confirmation hearings for the Professional Teaching Practices
Comm ssion and the State Board of Education and Early
Devel opnent .

Pr of essi onal Teaching Practices Conmmi ssion

Number 0153

DONNA PETERSON, Ed.D., Appointee to the Professional Teaching
Practices Comm ssion (PTPQ), testified via teleconference,
noting that she has been superintendent in the Kenai Peninsula
Borough School District since 1999, before which she served in
vari ous teaching and | eadership positions in the district. She
said the one superintendent seat on the PTPC affords the
opportunity to bring this perspective when review ng the fitness
of professionals in education, including teachers.

Number 0250

CHAI R DYSON remarked that Dr. Peterson has an inpressive resune.
He asked if the education profession in Alaska is doing a good
job of policing its own ranks and "getting rid of the bad
appl es. "

DR. PETERSON replied that in positions she has held in various
states, the issues of conpetence and the value of teaching have
been discussed at all |evels. She offered that some teachers
need coachi ng, assistance, and nentoring. She nentioned having
a licensing and oversight body such as the PTPC to determ ne
whet her actions are appropriate. Hring and evaluating are
district and site decisions, she said; the evaluative process is
in place, and nost districts are fairly strong in the ability to
"take care of people that shouldn't be with our children.”

Number 0356

REPRESENTATI VE KOHRI NG asked how Dr. Peterson's would address a
[tenured] person who | acked the proper attitude or conpetence.
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DR. PETERSON answered that once a person is licensed in the
state, that person is considered conpetent. Next, it mnust be
consi dered whether this person nmatches his/her position and has
been given the opportunity to change. She recounted that one of
the best |essons she learned, as a principal of 25 staff nenbers
who used different nethods, was that if the end is appropriate
and [the teacher] is show ng progress in student achi evenent and
appropriate interactions with children, then the nethod is |ess
inportant than the end itself. As to the ability to termnate a
teacher who isn't doing what he/she should, Dr. Peterson offered
her opinion that the evaluative processes are strong enough and,
when used appropriately, can be powerful tools in "taking care
of those people who aren't doing their job."

Number 0480

VI CKIE M CUBBI N, Appointee to the Professional Teachi ng
Practices Comm ssi on, testified via teleconference. She
expl ained that she grew up in the Anchorage schools and in a
famly of eight, always wanting to be a teacher. Because her
brothers and sisters had difficulty in school, she wanted to be
a teacher who was a | eader. She explained that she'd worked
with the National Education Association (NEA) to be a |eader in
her building; this is an interest of hers. She has worked

through NEA as part of [Excellence in Education] and a nmentoring
program thereby adding to the profession. This would be her
second term on the PTPC, she reported that she views her role as
continuing to address the noral and ethical |eadership of
teachers and ot hers who cone before the PTPC

Nunber 0590

CHAI R DYSON inquired whether, during her service on the PTPC
the comm ssion had recommended that soneone not stay in his/her
teaching position. He also asked how frequently that happens.

M5. McCUBBI N responded that during her time on the comm ssion -

al nost three years - there have been two hearings when that
occurred. In addition, the commission has had stipulated
agreenents before them and has recomended a sanction through a
revocati on or suspension of the person's license. She added,
"There have been several tines per year when | have voted ny
consci ence and known that | would not want to have a child of

mne in that classroom and that they were not appropriate for
the job."
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CHAI R DYSON asked how often during that time the comm ssion has
voted to have someone excluded fromthe profession.

M5. McCUBBIN estimated it occurred about 25 tines.

CHAI R DYSON thanked Ms. MCubbin for her wllingness to serve
the children of Alaska by "looking over the shoulders of the
teachers. "

[ Although no formal notion was nmade, the confirmations of Dr.
Peterson and Ms. MCubbin were treated as advanced from the
House Heal th, Education and Soci al Services Standing Conmttee. ]

State Board of Education and Early Devel opnent

Number 0710

SALLY RUE, Appointee to the State Board of Education and Early
Devel opnent, noted that she has been on the board for two years.
A parent of two children who have gone through the Anchorage and
Juneau public school systens, she said she feels privileged to
have seen the best the system has to offer, and wants to nake
certain that "we spread that around so that all kids have that
opportunity.” Active in education ever since her nearly grown
children were in preschool, she said her involvenent has
i ncluded working in classroons, on school district commttees,
and on school site councils, followed by two terns on the Gty
and Borough of Juneau Board of Education. She reported that she
took a break from board service while maintaining her
i nvol venent in schools; she was then appointed to the state
board two years ago.

REPRESENTATI VE KOHRI NG i nquired about the length of the [state
school board] term

M5. RUE replied that it is for five years and would be effective
i mredi ately; she indicated her termexpired in January.

Number 0870
REPRESENTATI VE KOHRI NG requested Ms. Rue to outline her thoughts
about tenure: First, is it appropriate? And second, can a

teacher be renmoved who is tenured in the system short of
crimnal [action] or gross negligence?
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M5. RUE replied that tenure has both sonme good points and sone
drawbacks. She remarked, "But | think you can renove teachers -
it'"s not to say it's easy."

REPRESENTATI VE KOHRI NG added, "So you're not necessarily | ocked
in and guaranteed a position, regardless of your conpetence or
your ability to be able to teach in class, just because you're
tenured?"” He noted that he has heard this to be true.

M5. RUE disagreed that this is the case. She offered that if
teachers aren't conpetent, they shouldn't be teaching in the
cl assroom

REPRESENTATI VE KOHRI NG asked, "Just by virtue of being tenured
doesn't guarantee thema job?"

M5. RUE replied, "Well, if they're doing their job, it does; but
if they're not doing their job, | don't believe it does."”

REPRESENTATI VE KOHRI NG asked how it is determned whether a
teacher is doing the job.

M5. RUE offered her belief that there should be good systens for
prof essional evaluation so that every school or district 1is
responsi ble for having those tools in place, inplenmenting them
all al ong. This would allow districts to keep track of
teachers' performance and work wth them when they aren't
perform ng up to a high standard.

REPRESENTATI VE KOHRI NG asked Ms. Rue why tenure is needed if an
eval uation systemis already in place.

M5. RUE noted that one argunent for tenure is that it allows
teachers to teach without fear of harassnent or "being chased
out of a systent for inappropriate reasons.

Nunber 0978

CHAI R DYSON t hanked Ms. Rue for her service.

[ Al though no formal notion was nade, the confirmation of Ms. Rue
was treated as advanced from the House Health, Education and

Soci al Services Standing Conmttee. ]

CHAIR DYSON called an at-ease at 3:16 p.m He reconvened the
nmeeting at 3:19 p.m
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HB 407- CERTI FI CATE OF NEED PROGRAM

[Contains testinony relating to SB 256, the conpanion bill]

CHAI R DYSON announced the next order of business, HOUSE BILL NO
407, "An Act relating to the certificate of need program”
[Before the conmttee was Version F, 22-LS1389\F, Lauterbach,
3/ 21/ 02, adopted as a work draft on 3/26/02.]

Nunber 1142

CHAIR DYSON called an at-ease at 3:22 p.m He reconvened the
neeting at 3:24 p.m

Nunber 1246

CHAIR DYSON noved to adopt Anmendnent 1, which read [original
punctuation and |ine nunbering provided]:

1 Page 2, following line 19:

2 Insert new bill section to read:

3 "*Sec. 3 AS 18.07.031 is anended by adding a new
subsection to read:

4 (d) Notwi t hstanding the expenditure
t hreshol ds, popul ation threshol ds, and

5 ot her provisions of this section, a person nmay
not convert the use of a bed in a health

6 care facility to another bed, including
converting adult psychiatric beds to psychiatric

7 beds designated for adol escents and chil dren,
unl ess aut horized under the terns of a

8 certificate of need issued by the departnent.”

9

10 Renunber Sections as appropriate.
11 Page 6, line 3:

12 Del ete "secs. 1 - 12"

13 I nsert "secs. 1 — 13"

REPRESENTATI VE W LSON obj ected for purposes of discussion.

Number 1281

KATHY CRONIN, Chief Executive Oficer, North Star Behavioral
Health System ("North Star"), explained that Anmendnent 1
requires a facility to stay wthin the provisions of its

original certificate of need (CON). If the facility wants to
convert those beds to another type of bed, it would need to go
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t hrough the CON process. She said North Star believes this to
be inportant because of the large Mdicaid inpact on nental
heal t h beds.

M5. CRONIN explained that in 1996 the |egislature recognized the
need to control expansion of nursing hone beds because of the
| arge Medicaid inpact. She said psychiatric beds are simlar in
that 85 percent of all psychiatric beds are paid for through the
Medi caid system As funds becone increasingly tighter, she
said, North Star feels it is inportant to |look at the best use
of state dollars for treatnent and to provide those dollars
where treatnent is nost necessary. Her experience at North Star
has shown her that the greatest need for services is for
residential treatnment, which is different from hospitalization
Currently, Alaska has 400 children in residential treatnent
centers outside the state.

M5. CRONIN told nenbers, "I think it's really incunbent upon al
of us as citizens that these kids cone home and receive
treatnment in their home community." She suggested that the only
way these children will be able to return is for the nunber of
these beds to be expanded in the state, which requires funds.
If [Alaska] continues to provide funding for acute, intensive
beds, however, she doesn't believe noney wll be left for
residential beds. Therefore, Anendnent 1 protects the nunber of
acute-care psychiatric beds currently in the system and it
requires that new beds nust go through the CON process.

Nunber 1409

CHAI R DYSON expressed his understanding that Anmendnment 1 calls
for [providers] seeking to change the designation of beds to go
before the [Departnent of Health and Social Services] with an
anendnent, in essence, to the original CON

M5. CRONIN replied, "Essentially, | believe it would be a new
application that would explain or would prove the need for
addi ti onal psychiatric beds."

CHAIR DYSON inquired about a hypothetical facility [should HB
407 pass with Amendnent 1] that hadn't gone through the CON
process originally and that changed the use of a bed.

M5. CRONIN answered, "I believe under this anendnment, in order

to change that |evel of service, it would require a certificate
of need."

HOUSE HES COW TTEE -10- April 2, 2002



Nunber 1480

CHAI R DYSON asked, "If Representative Coghill's bill [HB 407]
passes and beconmes law, and a facility can be built wthout a
certificate of need, why would you want them to have to have a
certificate of need to change ... what they were doi ng?"

M5. CRONIN replied that she was limting the scope of her
testinony to psychiatric care; it is [North Star's] contention
t hat because of the great inpact on the state budget and because
of the need to expand services, those services should be
required to go through the CON. In further response, she
expressed her understanding that under HB 407, areas not
requiring a CON woul d not need one [to change the designation of
beds] .

Number 1540
REPRESENTATIVE WLSON inquired about I|ines 6 and 7 [of
Amendnent 1], which read in part, "including converting adult

psychiatric beds to psychiatric beds designated for adol escents
and children".

M5. CRONIN replied that the mjority of Medicaid funds for
nment al health treatnent are for services for children and

adol escents, rather than adults. Thus there would be a large
fiscal inpact if adult beds were changed to beds for children
and adol escents, for tw reasons: first, there are nore

adm ssions for children and adol escents, and, second, the length
of stay for children and adol escents is nuch greater when they
are hospitalized.

Nunmber 1586

M5. CRONIN, in further response to Representative WIson, said
her basic concern is sinple: the cost of acute-care services
for nental health can range from $1,500 to $562 a day, whereas
the cost for residential treatnent is $325 a day. She said:

If we truly believe, as a state, that it's inportant
to bring the 400 children who are Qutside in treatnent
centers hone for treatnent, we need to stretch our

Medicaid dollars as far as we can. If we continue to
build and support or convert acute-care beds at that
1,500- or 500-dollar-a-day rate, | don't believe
there'll be enough noney left for the service that is

really needed, which is residential treatnent, which
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is reinbursed at $325 a day. So, in a nutshell, what
we are trying to educate the legislature about is the
huge difference in paynent for acute care versus
residential treatnent, and being able to preserve
dollars so that we can expand residential treatnent
services, so we can bring these kids hone.

Number 1651

REPRESENTATI VE W LSON asked, "Instead of taking care of one
patient, you want to take care of three patients?”

M5. CRONIN said that was correct. She added that [North Star]
believes it is a nore appropriate placenment for these children

She explained that on any given day at North Star Hospital, 9 to
15 children are hospitalized at that higher acute-care rate,
waiting for a residential treatnent bed outside of Al aska. She
said, "They shouldn't be there. They should be in a residentia

program which is a different nethod of treatnment than acute

care." Adding that she has observed that [acute care] is not a
heal t hy placenent, she remarked, "W hope that people wll
understand this and will fund those kids' going to this |ower
| evel of care.” She likened it to keeping a patient 1in
intensive care instead of a nore appropriate assisted-living
facility. "We think it's better for the kids, and we know it's

nore cost-effective for the state, and that's what's we're
trying to do," she concl uded.

Nunber 1708

CHAIR DYSON noted that in an earlier conversation wth M.
Cronin, he'd struggled wth understanding why, if the need is
for residential beds, facilities aren't being built; why the
mar ket pl ace demand isn't making it work; and why the governnent
needs to be involved. He asked, "By forcing people to go
t hrough sonme kind of an approval process, what good is it going
to do?"

M5. CRONIN responded from a business perspective, noting that
the state is the primary payer, since 85 percent of all bills
are paid by the state. The Medicaid system in Al aska has a
priority ranking for how bills are paid. Acute care gets paid
first, which is appropriate because these patients are the nost
ill. The levels of paynent decrease; once the nobnies are gone,
the other itenms on the list are not funded at all. For many
years, itenms on the |ist such as psychological and social work
services never get funded because there isn't enough noney to
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reach that [lower] priority ranking. She added, "My concern is,
if we continue to build and support that highest |evel of care,
that nost expensive level of service, as you go down that Iist,
there's less and Iless noney available.” Ther ef or e, an
institution would have to seek a loan and build a facility
w t hout knowi ng whether there will be [Medicaid] funds left to
pay for the I ower |evel of care.

CHAI R DYSON asked whether all the acute-care beds are fill ed.

M5. CRONIN replied yes. She nmentioned, however, that if there
were nore residential beds, she doesn't believe all of [North
Star's] acute-care beds would be filled. "No kids stand in line
waiting to go Qutside for acute-care treatnment, but there are
kids every day in our state waiting in line to go Qutside for
residential,"” she added.

Nunber 1825

CHAIR DYSON offered his understanding that if [North Star] had
the residential beds, Ms. Cronin, as a professional, would put
children in these placenents that are two to five tinmes cheaper
because it's nore appropriate, even though the reinbursenent for
acute-care beds is far higher.

M5. CRONIN concurred and added, "In fact, that's what we've
done. " She explained that [North Star] had two facilities
| icensed as acute-care facilities. Recogni zi ng that [Al aska]

was sending a high nunber of children Qutside, however, [North
Star] decided to convert one to a residential treatnent center
whi ch has had 100- percent occupancy since the conversion.

CHAI R DYSON asked if a CON was required to do that conversion

M5. CRONIN replied, "No. But we had to give up our acute-care
license to do [it]."

CHAIR DYSON inquired, "If [Amendment 1] to this bill passes,
woul d you have had to do a CON to convert those?"

M5. CRONIN replied yes.
Nunmber 1878
ELVMER LI NDSTROM Deputy Comm ssioner, Departnment of Health and

Social Services (DHSS), concurred with M. Cronin's statenent
about the need for additional residential capacity in the state.
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He referred to SCR 21, previously heard by the commttee, and
said this resolution nakes the statenment that [Alaska] needs
addi tional non-acute beds; the departnment supported that and
believes it needs to be done, he said.

MR. LI NDSTROM stated that [DHSS] could accept [Amendnent 1], but
that it's only half of the equation. He expressed his
understanding that the sponsor [Representative Coghill] m ght
of fer an anendnent related to AS 18.07.031(b) that reads:

(b) Notw thstanding the expenditure threshold in (a)
of this section, a person nay not convert a building
or part of a building to a nursing hone that requires
| i censure under AS 18.20.020 unless authorized under
the ternms of a certificate of need issued by the
depart nment.

MR. LI NDSTROM explained that this provision in existing |aw
precludes the creation of any additional nursing home beds in
Al aska by converting from another type of bed. Those are beds
that [the state] pays for at 85 percent of the market. He
offered that the departnment also agrees with M. Conin's
statenment that psychiatric beds are simlar. Medicaid "pays the
freight”" on those beds; therefore, it mght make good sense to
control costs by precluding the conversion of any beds to acute
psychiatric beds, because the [state] wll| pay the bul k of those
costs.

MR. LI NDSTROM noted that [Anendnent 1] does this in part. He
suggested that the conmttee consider anending the foregoing
statute to sinply include acute psychiatric beds. The
deficiency in [Arendnent 1] is that, for exanple, sone existing
residential beds of any type could be converted to psychiatric
beds wi thout a CON [ Arendnent 1] precludes conversion of bed
| icensed as an acute bed or other health care facility for which
statute has a definition; however, it would not preclude
conversion of other types of beds. He stated that [ DHSS]
believes that if this step is taken, it ought to include all
conver si ons.

Number 2010

CHAI R DYSON asked why additional acute psychiatric beds would be
created if there aren't enough patients to fill them

MR. LI NDSTROM replied that he believes those acute-care beds are
full, as are all the existing [residential treatnment psychiatric
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care] beds. He said he also believes, based on nunbers from
[the Division of Famly and Youth Services (DFYS)] he has
reviewed, that the occupancy rate has been approaching 90

percent of other types of residential beds. He said, "I think
the real answer, M. Chairman, is perhaps we need capacity
across the entire spectrum of care here." He added that since
acute-care beds are the npbst expensive, it is wse to proceed
with care. "All the beds are full, is the short answer," he
concl uded.

CHAI R DYSON renmarked that he still didn't see why [Al aska] would
want to put any restriction on building all the beds people
want; then the people who need those beds would fill them

Nunmber 2085

MR. LI NDSTROM answered that [the state], as the payer, needs to
be careful about those nobst expensive type of beds; those are
the beds controllable by the certificate-of-need process.

CHAI R DYSON asked whether M. Lindstromis concerned that if the
acute beds are filled, people will end up in these beds who
shoul dn't be there.

MR. LI NDSTROM responded, "I think that's a concern.”

CHAIR DYSON offered that instead of working on the nmedical-
ethics portion wherein only people needing the nbst expensive
beds would fill them this is seeking to control the nunber of
beds available. He asked if this was correct. He said it seens
the best way to ensure that only those needing acute beds are in
themis to have careful, ethical nedical professionals assigning
patients to those beds. Therefore, the payer is not paying for
patients who don't need them to be in expensive beds. He said,
"You nust not have confidence that that process is working
perfectly, so you're wanting to control the nunber of beds."

Nunber 2152

MR. LI NDSTROM agreed this is a good point. In fact, he said, a
couple of different ethical dilenmas conme into play. In
addition to the aforenentioned situation, if a DFYS social

wor ker needs to place a child sonewhere and an acute-care bed is
the only one available, what is the ethical action for the
soci al worker to take?
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CHAI R DYSON suggested that from a nedical - pl acenent perspective,
if doctors are doing their job ethically and are not notivated
by greed, then [the departnment] should not have to worry about
the nunber of acute-care beds. He queried, "Is what we're all
after is to have enough beds available ... every day for the
patients to go into, only the appropriate bed?"

MR. LI NDSTROM replied, "Absolutely."

CHAI R DYSON asked M. Lindstrom if he believes the CON hel ps
acconplish this.

MR, LI NDSTROM answered that [DHSS] believes the CON is one tool
to help control the nunber of those nobst expensive acute-care
beds, and that [Anmendnent 1] is only half of the piece.

Number 2230

M5. CRONIN offered an exanple. If a famly faces the decision
of admtting a child to a residential treatnent center in Salt
Lake City or keeping the child at honme, nmany famlies wll
choose to keep the child at hone. Oten what happens is that
the famly keeps the child at hone and the child deconpensates
and wi nds up going to acute care.

CHAI R DYSON asked for a definition of "deconpensates."

M5. CRONIN said, "Clinically, gets worse." She expl ai ned t hat
one challenge in [nental] health care is that it is not as
clear-cut as a broken arm weasily diagnosed with an x-ray. A
child wll need a level of care - in many cases, it is not
hospitalization - but the services are unavailable in Al aska, so
the child doesn't go Qutside for treatnent because the famly

wants to keep the child hone. However, these famlies don't
have the ability to cope with the problem and the child gets
worse and ends up hospitalized. She nentioned the nunber of

reviews, internal and external, that a patient goes through to
be hospitalized, and said it is hard to imgine that soneone
woul d be admtted to a hospital inappropriately. The problemis
that there aren't services available to get the appropriate
treatnment at the appropriate tinme, she concl uded.

Number 2303
MR. LI NDSTROM expressed his belief that [Anendnment 1] was

drafted by neither [Legislative Legal and Research Services] nor
the Departnment of Law. He said he doesn't know what the
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reference to converting adult psychiatric beds to psychiatric
beds for adol escents and children neans. Wi | e he understands
the intent, he noted that there is not a separate category of
| icensure for adolescent beds as opposed to adult beds.
Technically, he is not confident that this |language is what is
| egally necessary to acconplish [Anendnent 1's] goal, he said

He added that in order to align wwth Version F, lines 12 and 13
[ of the anendnent] shoul d read:

Del ete "secs. 1-11"
| nsert "secs. 1-12"

Nunber 2346

REPRESENTATI VE COGHI LL, sponsor of HB 407, said this is an issue
he didn't want to "wade in on." He agreed it should be
di scussed, and concurred with M. Lindstrom that it should
[ enconpass all types of beds]. He indicated hesitance to

address this issue because he didn't fully understand all of it,
al though he was learning as quickly as he could, he said.
[ Avendnment 1 was withdrawn a short tinme later.]

TAPE 02-27, SIDE B
Number 2360

CHAI R DYSON brought attention to Amendnent 2, 22-LS1389\F. 3,
Laut erbach, 3/27/02, which read:

Page 1, line 1, follow ng "program":
Insert "relating to children's nental heal t h
services;"

Page 5, following |ine 30:

Insert a new bill section to read:

"*  Sec. 11. AS 47.30.660 is anended by adding a
new subsection to read:

(c) The plan prepared, revised, and anended
under (a) of this section nust include, as a distinct
conponent, a master plan for children's nmental health
servi ces. The master plan required under this
subsection nust be developed in conjunction with the
Al aska Mental Health Trust Authority, Al aska Mental
Health Board, and Advisory Board on Al coholism and
Drug Abuse, and nust provide for involvenent of
famlies  of enotionally disturbed children and
adol escents, community nental health providers, and
providers of residential and inpatient care for
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children and adol escents. After gathering information
t hrough met hods determ ned appropriate, the departnent
shall prepare the nmaster plan, which must include the
fol | ow ng:

(1) reconmended principles that should be
used to gui de devel opnent of a conprehensive system of
care to neet the nental health needs of children and
adol escent s;

(2) an estimate of the current and
projected nunber of children and adol escents in the
state who are suffering severe enotional, nental, and
subst ance di sorders;

(3) a description of the current system of
care for children wth enotional, nment al , and
substance disorders, including the type, capacity, and
geographic availability of care;

(4) an assessnment of the ability of the
existing service system to neet the identified and
proj ect ed needs, i ncl udi ng an assessnent of

utilization and factors affecting utilization;

(5) an assessnent of gaps in the type or
capacity of services needed,;

(6) the array and capacity of in-hone,
comuni t y- based, residential, and inpatient care
needed to neet the current and projected need for
screening, diagnosis, and treatnent of children and
adol escents in the state who are suffering enotional,
mental, and substance di sorders;

(7) an analysis of inpedinents limting or
preventing devel opment or operation of the services
and capacities needed;

(8) recommended priorities for action to
reconfigure, expand, or enhance existing services or
to devel op new service alternatives;

(9) an estimte of resources needed to
devel op and support the system of services required.”

Renunber the followi ng bill sections accordingly.
Page 6, line 3:

Del ete "secs.
| nsert "secs.

1 - 11"
1 - 10 and 12"
Page 6, following line 5:
Insert a new bill section to read:
"* Sec. 14. The uncodified law of the State of
Al aska i s anended by adding a new section to read:
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MASTER PLAN FOR CH LDREN S MENTAL HEALTH
SERVI CES. The initial naster plan required to be
prepared under AS 47.30.660(c), added by sec. 11 of
this Act, shall be conpleted and delivered to the
governor by the first day of the First Regular Session
of the Twenty-Third Alaska State Legislature, and the
Department of Health and Social Services shall notify
the legislature that the master plan is available for
review. "

Renunber the followi ng bill section accordingly.
[ End of Anendnent 2]

CHAIR DYSON w thdrew [Amendnent 1]. He asked Ms. Cronin to
expl ain [ Anendnent 2].

Nunber 2320

M5. CRONIN explained that Amendnent 2 establishes a workgroup
charged with creating a master plan for children's nental health
servi ces. She reiterated that 400 children are CQutside for
treatnent, and that there are funding issues to address. She
expressed her belief that [A aska] needs a master plan on how to
best treat children with nental health needs within the state
and howto do it in the nost econom cal manner.

CHAIR DYSON told Ms. Cronin that she would have to convince him
before April 4 why [Arendnent 2] fits in a CON bill. He
returned to the subject of the 400 children Qutside for
treatnent, offering his understanding that the average cost is
over $800 a day. This is a grave concern, both economically and
as an 1issue of separation from famlies, he said. "I'm
synpathetic on the issue; | need sone convincing that this is
the vehicle to acconplish what apparently we both agree on," he
concluded. |[There was no notion to adopt Anmendnent 2.]

Number 2230

JIM HOLM  Menber, Board of Drectors, Fairbanks Menori al
Hospital Association, noting that he is a Fairbanks busi nessman,
testified to provide [the board s] assessnment of what the
proposed CON change mght do to [Fairbanks Menorial Hospital

(FMH) ] . He reported that in 1967 there was a flood in
Fai r banks, where Saint Joseph Hospital, run by the Sisters of
Provi dence, was the only hospital. He el aborated:
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The hospital was damaged sufficiently enough that the
Sisters of Providence decided that they could no
| onger support the nedical and health care needs of
the people of Fairbanks. The community itself got
together, and with the visionaries such as Dr. WIIliam
R Wod and Harry "Red" Porter (ph) and people that
had been there for many, nmany years, they set up a
foundation to see what we could do about a comrmunity
creating its own hospital, providing the health care

for the people of Fairbanks. ... [|I'm one, but
there's many others that gave a few dollars when we
didn't have noney, to help get this thing ... on its

feet. And then, over the past 30 years, this hospital
has beconme a really fine institution.

Nunber 2164

MR  HOLM stated that FWH currently "provides the | owest
anbul atory surgery care"” in the state. In addition, it provides
home care, which costs in excess of $250,000 nore than is
recover ed. QO her services such as inebriate prograns, a
neonatal facility, adult psychiatric care, and energency room
care aren't profitable. He said 25 nenbers of the Fairbanks
comunity serve on the board for no conpensation. [ Menber s]
believe that this nmatter needs to be |ooked at nore carefully,
he noted,; it can adversely affect the hospital's ability to
function because the hospital is required to provide services
Wi t hout conpensati on. Therefore, if the hospital is put in a

position in which services can be "cherry-picked" away, it wll
be unable to afford the services it nust provide for free.

Nunber 2113

DENNI S MJRRAY, Adm nistrator, Heritage Place Nursing Facility,
testified via teleconference in opposition to HB 407, conveying
particular concern about the fiscal note, which suggests that
elimnating the CON in the state's three major population
centers would significantly increase the state's general fund
obl i gati on. He offered that in his experience, the CON statute
isn't perfect, but that the state won't be well served by
renoving that process fromtwo-thirds of the state's popul ation.

MR. MJRRAY said as a nenber of the Long-Term Care Task Force, he
knows the task force westled with the bal ance between comrunity
nur si ng- home beds and other conmmunity options. The | anguage in
the current [statute], coupled with legislation passed two years
ago, would be negated by [HB 407], he said. Alaska is, in many
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ways, one large comunity: facility construction in Anchorage

affects Kenai, for exanple. This is why the existing CON
process allows for public oversight and scrutiny of the
construction of publicly supported services. Wth regard to
Amendnent 1, he offered his understanding that it includes any
bed. He posed an exanple and suggested it could have an

uni nt ended consequence.
Number 2022

CHAI R DYSON asked M. Miurray to explain how the Anchorage market
affects the Kenai market.

MR. MJRRAY replied, "In terns of expansion of beds or no
certificate of need, | think that ... the history of Heritage
Place Nursing Facility has been sonewhat reliant on serving the
needs of persons from other parts of the state, particularly
Anchor age. Currently, that's not our circunstance.” By
exanple, he indicated there are famlies in Kenai with a famly
menber in acute care in Anchorage. He offered his opinion that
the nursing facility is inpacted, adding that acute care is
certainly inpacted. "I was thinking generically there, M.
Chai rman, " he added.

Number 1991

CATHY DIMON testified via teleconference, noting that she is a
Tanana Valley Cinic enployee but testifying on her own behalf.
She stated that she is in favor of HB 407 and indicated support
for a new surgery center to be built in the Fairbanks area. She
reported that her husband recently underwent cardiac surgery in
Anchorage; upon returning to Fairbanks, he needed outpatient
care for intravenous antibiotic therapy, which was only
available at the outpatient center at FVH She said, "Let ne
tell you, this was an experience in patience. Not only did the
outpatient center staff have little clue as to what was
happeni ng or what was supposed to happen for his care, they were
repeatedly running late, [and] the mpjority of the staff seened
not to care that he waited sonetines over an hour-and-a-half to
be seen." She said he was told not to make appointnents, but to
just "show up and they would work himin."

V5. DI MON asked: If the only outpatient center in Fairbanks is
that busy, why is FMH worried about another facility comng into
Fai r banks? She said that although the testinony against this
bill seenms to have only come from FMH staff, it seens the
hospital is trying to get a corner on the market. She asked
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what has happened to consuner choice, and suggested supply and

demand should apply to nedical care as well. She suggested the
benefits of a new facility would include extra jobs, nore taxes
paid, and choices for patients. She requested passage of
HB 407.

Nunber 1896

M KE POVERS, Adm ni strator, Fai r banks Menor i al Hospital,
apol ogized to Ms. Dinon for anything that m ght have gone w ong
and offered to discuss the situation with her. He noted that
the hospital |oses $100,000 on cardiac rehabilitation, and at
the nmonent [FWVH is the only facility willing to provide that
service to the comunity. He said the CON issue is nationw de,
and that headlines in OChio, Pennsylvania, and other states
indicate these states are experiencing simlar problens. Many
of these relate to struggles between hospitals and physicians,
and problenms when both ethical and financial concerns are
i nvol ved.

MR. PONERS stated that USA Today reported that hospitals
nati onwi de are engaging in a "nedical arns" race, scranbling to
build specialized cancer and cardiac progranms and other "niche
service lines.” This is especially true in a few states where
the CON has been elimnated, he said; one expert notes that
supply often dictates in the health care industry; therefore,
oversupply of facilities equates to nore procedures' being
performed, whether necessary or not. He said that in New York

Ronme Menorial Anmbul atory Surgery Center filed suit against Rone
Menorial Hospital in January, alleging that a 120-bed facility
drove the outpatient clinic out of business by negotiating an
exclusive agreement with Blue Cross Blue Shield, the area's
| ar gest insurer. He noted that court papers indicate that the
hospital counters that the for-profit center was cherry picking
the nost lucrative cases and refusing to take high-risk and
uni nsured patients, with only secondary regard to the public
health and patients' needs in the larger comunity.

MR. POAERS continued, indicating that a Syracuse, New York
newspaper headline read, "Hospitals Lose Patients as For-Profit
Surgery Centers Siphon Of Profits; One Hospital Files for
Bankruptcy. " Last sumer, he noted, a center specializing in
orthopedic surgery opened ten mles from Syracuse Comunity
Hospital; the hospital expected to |ose 3,400 sane-day surgeries
a year, nore than half its annual volune. He referenced a
hospital that filed for Chapter 11 bankruptcy protection earlier
this year; he noted that the article indicated the comunity
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nmust face the fact that the hospital's ability to maintain
[service] is being eroded.

CHAIR DYSON suggested that M. Powers mneke copies of that
information for commttee nmenbers.

MR. PONERS said his point is that nationwide, this issue is
playing out, and that Al aska has a unique and fragile health
environnment with a sparse popul ation. He cautioned that a bil
that essentially lifts any need for scrutiny or business
pl anni ng could have dire effects on communities. |In response to
Chair Dyson, M. Powers said he thinks the areas of particular
concern are Fairbanks, Juneau, the Kenai Peninsula, and the
Mat anuska- Susitna area, and that even Anchorage is at risk.
Managed care conpanies are not found in Alaska, he said. He
clarified that only communities with a population of 20,000 and
above woul d be adversely affected.

Number 1715

JANICE WLKINSON testified via teleconference, offering support
for HB 407 and SB 256. She noted that she is a |aboratory
manager for Tanana Valley dinic, but was speaking on her own
behal f. A resident of Fairbanks for six years, she said she has
been in health care 30 years, including her high school years as
a candy-striper; her career has taken her from very snall
comunities to large, urban areas. She said she has w tnessed
what happens in communities with a healthy conpetition in the
nmedi cal field, and has w tnessed what happens when one nedica
facility has too much control or power: it gains control over
the community, fees increase, no incentive is present to neet
the personal needs of individual [patients], and patients find
the need to go el sewhere. In this situation, she noted, both
the facility and the community are hurt.

M5. WLKINSON said Fairbanks needs nore conpetition with regard
to its nedical entities. Indicating FMH has had a nmassive
anount of unrestricted growmh in the last few years, she said it
has devel oped into a nonopoly, nore or |less. She also spoke in
favor of having alternatives such as an alternative outpatient
center in order to keep costs down and ensure that surgery
revenues remain in Al aska.

Number 1590

BARBARA FLEM NG Menber, Board of Directors, Providence Health
System read froma witten statenent as foll ows:
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My name is Barbara Flemng; | serve on the Board of
Directors of Providence Hospital here in the state of
Al aska. | also sit as a trustee delegate to the
Al aska State Hospital and Nursing Hone Association, as
well as the region nine Anerican Hospital Association
board nenber. So, I've many hats on this issue.
During the past 100 years, the Sisters of Providence
have been in Al aska, and they have served hundreds of
thousands of Alaskans by ©providing health care,
education and food for the underserved, regardless of
their ability to pay.

Additionally, Providence has provided nedical care
where none existed before and served those that no one
el se would serve. Provi dence serves the expanding
popul ati on of seniors, children, and famlies, and has
been proactive in lowering energency room costs by
operating a famly practice clinic that allows care by
accepting patients on Mdicaid and Mdicare, sliding-
fee scales, insurance, and those in need of charity

care.
Provi dence opposes HB 407 because it will put many of
the existing prograns in jeopardy. [ House Bill] 407
will also allow for new conpeting surgery centers to

be built wthout any review [or] consideration of
whet her or not the community can financially support
t hem Statistics nationwide indicate there is a
duplication of nedical services, which has contributed
to the increasing costs of health care.

MS. FLEM NG conti nued:

Provi dence provides services that we know will not be
r ei mbur sed. Five years ago the charity care
Provi dence provided was, roughly, $11 mllion. Today
it has risen to nearly $36 mllion. O that,

approximately $10 million ... is in comunity benefits
for places like the Brother Francis [Shelter] and
Covenant House - daily hot neals, roughly 200 of such
to the Brother Francis Shelter and nany other
charitabl e organizations, roughly ... 50 just ... in
the Anchorage area. Qur greatest concern is in
mai ntai ning the prograns that we already have in place
and increasing those that we know are going to grow,
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such as our Cancer Therapy Center. Wo will offer
t hese nedi cal services if Providence does not?

Elimnating the CON process in these urban areas would
allow for new surgery centers that only serve a snall
nunber of patients who can afford ... to pay. Thi s
could quickly erode the financial stability of our
medical center and its ability to provide the many
[un]reinbursed [services] ... for a conplete nedical
center for all Al askans.

M5. FLEM NG turned to concern about the 55, 000-population
t hreshol d, saying she took exception to this a bit because she
believes it does affect nmany of the state's small comunities.
She expl ai ned:

| spent ten years in Seward. | recently noved to
Anchorage, and the nedical center [in Seward] is a
Providence facility; they've supported that facility
in the past five years, to roughly $7 mllion in the
red. It would not be able to do that if they didn't
have a stable base, in Anchorage, to the nedica
center. Qutreach as far as Seward, they deserve that.
Peopl e of Anchorage deserve quality care for their
parents in Providence’'s long-term care facilities.
Peopl e across the region rely on hone health care, and
also the ... 3,100 ... [full-tinme enployees] at the
medi cal center deserve quality daycare for their kids.

These services are in jeopardy, because they all
have red ink on their books, and those things would
not be able to happen, had the nedical center not had
the stability.

Nunber 1441
MS. FLEM NG conti nued:

By changing the CON and allow ng independent centers
to open in the larger cities, it wll affect our
ability to provide the nuch-needed services that
peopl e across the state are accustoned to. Again, we
serve everyone, ... regardless of ability to pay. ..
These independents ... don't have a responsibility to
the community, as Providence does. ... If Providence
doesn't do this, who else wll? The state wll be
| eft holding the bag for even greater increases to the
Medi cai d budget .
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One last point: | know you ve heard a lot of
conflicting information regarding the cost increases

versus savi ngs. For FY 2003, the state’'s total
Medi caid budget was $830 mllion. O this, $32
mllion was a general fund increase. Therefore, the

state’s Medicaid budget [will] increase by 23 percent.
This is a dramatic junp, and with nmny association at
the state and national levels, the forecast is gl oony.
You can't afford to speculate on these costs.

M5. FLEM NG reiterated her opposition to HB 407, noting that
Provi dence al so opposes the bill

Nunmber 1388

CHAIR DYSON related his understanding from an earlier
conversation with Ms. Flem ng that the excess revenues are used
to subsidize many charitable [services] such as the [center] in
Seward, the Brother Francis Shelter, [covering] nonpaying
energency room patients, and other services. Therefore, he
noted that he understood part of the argunent to be that if a
conpeting business cones along and takes those [excess-revenue-
generating services], Providence would not be able to subsidize
the many other services. Those costs would eventually be borne
by the state and would drive up the state's Medicaid costs, to
the detriment of all Al askans. He asked whether this was an
accurate sunmation.

M5. FLEM NG agreed the foregoi ng was accurate.
Nunmber 1256

CAROLYN WATTS, Ph.D., testified via teleconference, noting she
is a professor of health economcs and policy at the University
of Washington in Seattle. Dr. Watts said she was representing
FMH and her own research on the CON.

CHAI R DYSON not ed an extensive resune fromDr. Watts.

DR, WATTS told nenbers her testinony was in opposition to
HB 407. She has worked in the health care area for 27 years
doing teaching and research in health economcs and health
policy; much of this experience focused on the organization of
the health care industry and its financing and the CON, in
particular. She agreed with the summary offered by Chair Dyson,
saying the financing of health care, both now and for the
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foreseeable future, is a fragile, interdependent web of cross-
subsidies and indirect financing. If everyone were willing to
pay taxes to support public progranms to provide services to
people who are unable to pay for them cross-subsidies would be

unnecessary; conpetition would be fine. However, this is not
how the health-care world works, and it isn't likely to work
that way in the near future. Therefore, she said, one cannot

| ook at this market the way one mght | ook at the conpetition in
the market for pizza, for exanple, because health care is too
inportant and is part of the essential comunity infrastructure,
particularly in a state |ike Al aska.

Nunmber 1166

DR. WATTS offered her opinion that the CON is an inportant
"piece of the puzzle" for the whole state, not just the snmaller

comunities. She referenced other speakers' coments about
freedom and choice, control and power, and supply and demand.
Again, she noted, "This isn't pizza." She observed that
patients in Al aska, even those in Anchorage, know they will not
have nmany choices because the population density does not
support such choi ce. O her industries, including sonme in the

Lower 48, do not offer choice because stability is so inportant,
she sai d.

DR WATTS, «citing the recent Enron |[Corporation] debacle,
pointed out that [society] wunderstands that some pieces of
infrastructure are so inportant that it is necessary to ensure
access to services at all tines. She drew attention to the
i ssue of anbulatory surgery in Fairbanks and said three CONs
were conpeting for the state's attention in 1999; all three were
reviewed by the state, which concluded there was no need for
them until 2017. Therefore, she suggested the issue of
i nadequate capacity in Fairbanks has been addressed.

Number 1098

DR. WATTS said the real issue is whether [the state] wants to
have hospital services in Alaskan comrunities at all. If the
"intrusion of the entrepreneurs" is allowed, "there are plenty
of them out there"” who will come in - not as conmunity nenbers,
but as entrepreneurs - and take the profitable services from
hospitals |ike Providence and FVH That wll leave the
hospitals with the legal and noral obligation to treat anyone
who cones to them Those hospitals will have several choices,
she predicted. For exanple, they could shut down the services
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that don't pay for thenselves, thereby precluding access to
everyone; hence people would need to go Qutside for services.

DR. WATTS said the CON is not about excluding a particular
facility or service; rather, it is about creating a process
whereby communities - which have in many cases funded their
hospitals - can decide where and what kind of conpetition they
want . So the CON doesn't prohibit conpetition, but provides a
mechanism to nonitor it and ensure it 1is consistent wth
comunity goals; it allows good stewardship of community
resour ces.

DR. WATTS offered her opinion that the inpact on Medicaid of

HB 407 could be very large. She referenced M. Cronin's
comments about psychiatric beds, 85 percent of which are covered
by Medi cai d. If one part of the market s restricted,
particularly in a community |ike Fairbanks where there is no

psychiatric hospital, where do those who cannot get into nursing
hones and psychiatric beds go? Dr. Watts offered that these
patients go to the community hospital. If the community
hospital is failing financially because the profitable services
are being provided elsewhere, there won't be the capacity to
handl e these patients; consequently, everyone in the community
will suffer, and the Medicaid budget will suffer. She offered
that the inpact on Medicaid expenditures is nuch nore conplex
t han has been presented by Information Insights.

DR. WATTS concluded by saying the CON isn't about prohibiting
the building of a specific facility or prohibiting conpetition

it is about mintaining a process. She reiterated that
conpetition in health care is very different from conpetition in
ot her industries. It is not about governnent control; rather,

it is about community stewardship.
Number 0945

REPRESENTATI VE KOHRI NG observed that Dr. Watts has a very
extensi ve background and has witten sone papers about nationa
heal t h i nsurance. He asked her to give a brief summary of her
t houghts and position on that topic.

DR, WATTS stated that she is primarily a researcher and
educator, adding, "I guess | don't have a professional opinion
of whether we should or shouldn't have national heal t h
insurance. M job is to talk about what woul d happen if we did,
[ and] what happens now that we don't."
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REPRESENTATI VE KOHRI NG expressed concern that wthout [HB 407]
Al aska would be noving towards socialized nedicine, which, to
his belief, has proven to be not in a country's best interest.

DR. WATTS respectfully disagreed. In response to Chair Dyson
she specified that she was asked to testify by FMH and was paid
for doing so.

Number 0843
RICK SOLIE, Trustee, Geater Fairbanks Conmunity Hospita

Foundation Board, testified in opposition to HB 407, noting that
he serves on the Fairbanks North Star Borough Assenbly but

wasn't representing the assenbly's views. He said the CON
process, while not perfect, won't be inproved by nodifying it in
this fashion. Rat her, he predicted it would create further

problens, allowing cherry picking of selected services and
hurting FMH s ability to pay for sone services that a for-profit
venture wouldn't provide in the sane manner. He recalled a
hearing several years ago on this sane issue wherein the CON and
conpetition were discussed at |ength.

MR. SOLIE noted that he has a degree in economcs and that his
father had a Ph.D. in the field. He said health care, including
that in Alaska, isn't sinple economcs. He suggested the
di scussion should focus on noving in that direction, but
expressed concern about the short anobunt of time in the session
and at this hearing. He recalled that an interimtask force was
di scussed two years ago to look at the problens with the CON
He acknow edged that the hospital foundation has sone probl ens
with [the current CON process]; it is an uneven playing field.
Physicians are able to get services fromtheir clinic for which
[the hospital] nust obtain a CON fromthe state, he noted.

Nunber 0720

MR. SOLIE referenced an earlier anendnent, saying he hadn't
understood it, and believed the commttee chose wisely to not

adopt it. He conveyed concern that there is a pieceneal
approach to fix the CON due to the laudable view that [Al aska]
should nove toward a conpetitive process. He suggested if

menbers truly wish to fix a process they view as flawed, they
should be willing to spend the tine during an interimto study
it. M. Solie said people in Fairbanks have spent the better
part of 30 years creating a health care system that can provide
an array of quality services in an econom cal way with access to
all. He mentioned the hone care program of [FMH], and pointed
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out that a few years ago other providers offered hone care, but
no | onger do so.

MR. SOLI E enphasized that an energency roomis open to all who

cannot pay, and "wll be there tonorrow for those that can't
pay, regardless of race or color or their problens.” Ment al
health care, neonatal care, cardiac rehabilitation, and other
services are offered. 1In the absence of a conpetitive arena, he

suggested that nenbers | ook at cost, quality, and access.

MR, SOLIE noted that [FWMH has audited data from the state
showing that its inpatient prices are conpetitive statew de and
its outpatient prices are conpetitive with freestanding centers
i n Anchor age. He suggested [ Al askans] are also getting quality

and access. If this needs to be fixed, a task force should [be
created], he suggested. He added that the 55, 000-popul ation
threshold doesn't have basis in fact. He said he believes

[FMH s] adm nistrator would have concerns about a lack of a
service category when it cones to issues such as cardiac care.
He enphasized that this issue is serious, adding, "W wouldn't
have cone here as volunteers to talk to you if it weren't."

Nunmber 0566

CHAI R DYSON thanked M. Solie and said he could appreciate the
frustration of those involved. He noted the pile of letters
received on this matter and indicated he would read them all
He offered his belief that nenbers are seeking to do a
responsible job trying to understand this conplex issue,
acknow edging it is unlike any other economc situation
[ HB 407 was hel d over.]

ADJ QURNVENT
There being no further business before the commttee, the House

Heal t h, Education and Social Services Standing Committee neeting
was adjourned at 4:32 p.m
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