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Al aska Open | magi ng Center
POSI TI ON STATEMENT: Testified on CSHB 511( HES) am

ACTI ON NARRATI VE

TAPE 04-25, SIDE A

CHAI R FRED DYSON cal l ed the Senate Health, Education and Soci al
Services Standing Commttee neeting to order at 1:35 p.m
Present were Senators WIken, Davis, GGuess and Chair Dyson.

Senator Green arrived nonmentarily.

He announced his intention to take action on HB 425 and HB 500,
but to take no action on HB 511 until the follow ng neeting.

CSHB 425( EDU) - SCHOOL FUNDS RELATED TO BOARDI NG SCHOOLS (EDU)

CHAI R DYSON asked Ms. Lindster to present CSHB 425( EDU)

KAREN LI NDSTER, staff to Representative John Coghill, introduced
hersel f and advised that she would read the sponsor statenent
and sonme additional information into the record.

HB 425 puts into statute Departnment of Education's
current practice. This legislation supports existing

prograns that are successful. Under this bill a
student wouldn't have to pass the current entrance
standards. The bill would give students a choice of

going to a school that offers sonething different than
may be available in their hometown.

This legislation by statute reinburses to full school
year secondary boarding schools costs incurred by the
district operating the program

The legislation Iimts the program to schools already
operating boardi ng schools on January 1, 2004.

There are five boarding schools that would qualify for
rei mbursenment for a per-pupil stipend and one round
trip between the student's conmunity of residence and
the school during the school year if the district
expends noney for the trip.

These schools will participate in a five-year pilot

project that the Departnent of Education will evaluate
for the | egislature.
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The hold harmess section of this bill allows a
student's district of residence to count a student for
the ADM count even though the student is attending a
secondary boarding school. This avoids the possibility
of paying the base allocation twice for the sane
st udent .

IVS. LI NDSTER explained the sectional for the commttee
substi tute:

Section 1

(a) Provides that a school district that was operating
a secondary boarding school prior to January 1, 2004
could be reinbursed for the cost of operating the
boardi ng school providing they have a suitable student
dormtory and provide daily access to a public school
of fering the grades 9-12 cl asses.

(b) The district nay be reinbursed for a per-pupil
stipend determ ned by the Department of Education and
for one round trip per student that travels fromtheir
comunity.

(c) Defines district as "a city or borough school
district or a regional educational attendance area.

Also defines district secondary school boar di ng
program as "a public school operated for a full school
year by a district in which the domciliary services
are provided for students in grades 9 through 12. The
full school year was added to the |anguage in the
Special Commttee on Education and this resulted in a
reduction in the fiscal note of $227, 000.

Section 2.

Provides a hold harm ess clause for school districts
that have children nove out of the district to attend
a secondary boarding school. The students noving from
the district would be counted in the average daily
menber ship of the honme district.

Section 3.
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This is a sunset clause that repeals the substance of
this bill on July 1, 2009.

Section 4.
Puts into place an effective date of July 1, 2004.
CHAI R DYSON asked Eddy Jeans to join Ms. Lindster at the table.

EDDY JEANS, finance manager for the Departnment of Education &
Early Devel opnent, introduced hinself.

SENATOR GRETCHEN GUESS asked what the stipends are used for and
whet her Mount Edgeconbe gives a stipend and round trip ticket to
its students.

MR. JEANS said the stipend is to pay for the students' nonthly
residential care, which includes neals and supervision 24/7.
Mount Edgeconbe does provide a stipend and one round-trip
airfare from home for each student so this provision is
consistent with the way that program is operated. Mount
Edgeconbe is not included in this bill because it's a state
operated boarding school that's included in the Departnent of
Educati on and Early Devel opnent budget.

SENATOR BETTYE DAVI S asked whether the round trip is to and from
a student's home community or did they receive one nore trip
t han that.

MR. JEANS said it's just one trip.

SENATOR LYDA GREEN stated that she wouldn't define stipend in
the sanme way. She then asked whether the parents of students
with an IEP would be given transportation to and from the
school .

MR JEANS replied it would be up to the parents to nake
arrangenments and pay for their own trip to the school for an |IEP
nmeet i ng.

SENATOR CGREEN asked what happens at Munt Edgeconbe.

MR, JEANS said he wasn't sure. He thought that parents

participated via teleconference, but the State didn't provide
themw th round trip airfare.
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SENATOR GREEN di sagreed saying that was an issue that canme up
when she was on the governor's council and she recalls that
those parents were provided transportation to the site for IEP
meet i ngs.

MR. JEANS said he'd be happy to clarify that.

SENATOR GARY W LKEN referred to page 2, line 4 and said that if
the Legislature accepts "a per-pupil stipend determ ned by the
departnment on a regional basis" then they are giving up their
appropriation power and placing it in the hands of the
departnent. He said he didn't know that he could be talked into
that. He asked M. Jeans whether he was reading that correctly.

MR. JEANS replied the reading is correct, but he wanted the
commttee to know that the legislation intentionally mrrors an
exi sting program the Departnent of Education has for students
that don't have daily access to a secondary program in their
district or near their residence. Using St. George as an
exanpl e, he pointed out that the school there is K through 10 so
the students leave for grads 11 and 12. Then they go into
anot her community and the state pays a stipend to help pay for
the residential costs. The program has been in place for a
nunber of years and the departnent has always set the stipends.
He said he has a list of the stipends by region if that was
hel pful .

CHAIR DYSON asked him to distribute copies right then if he
coul d.

MR. JEANS said he'd be happy to do so.

SENATOR W LKEN said, "That may well be, but the passage of this
|l egislation is a seat change in the way we |ook at funding
schools so we may do it that way today. If we allow this wth
boardi ng schools, I1'd Iike to have the Legislature involved."

Referring to page 2, line 12 he said that agreeing to that would
make it possible to have a school of one.

MR. JEANS agreed the exanple is correct, but it's extreme and
they don't currently have any schools that have fallen into that
category. The intent of the provision is to provide a safety net
for the communities that have a very |ow student popul ation and
are right on the threshold of ten. Representative Coghill didn't
want the conmunity to be penalized if a secondary school student
elected to take advantage of this program "W do understand

SENATE HES COW TTEE - 8- April 30, 2004



your concern in having a mninum nunber and that was discussed
on the House side although they never put a mninmm nunber in
this section.”

SENATOR W LKEN asked if this wouldn't result in double counting
the student this way.

MR. JEANS said the foundation fornmula has a base nunber of ten
and from 10 to 20 students the funding level for the school
remains the sanme. "So if you had, for exanple, 11 kids in a
comunity and two of themelected to go to one of these boarding
school s, that community would get the same funding that it would
have gotten with 11 students. The school receiving the children
is going to generate additional foundation funds, but they're
generating these funds in these communities now At Nenana and
at Galena both of these prograns are up and running and we're
currently paying for these students in those regions.™

SENATOR W LKEN read the |ast sentence of the sponsor statenent
then used the exanple of a student noving from a 200-student
school to one with 400 and asked if that wouldn't result in a
doubl e count.

MR. JEANS said that exanple wouldn't work because if a student
attended a school with 200 students and then noved to Nenana,
the first school would no |onger receive noney for the child.
Funding at the first school would be reduced by one child and

Nenana woul d receive funding for an additional child. "It's only
for those schools that are very snmall that may fall under that
threshold of 10 students.” Typically in those small schools

there would only be one or two secondary students because the
majority are elenmentary. He repeated it's just a safety net for
the communities during this pilot program

SENATOR WLKEN referred to the | ast sentence of Section 2 of the
analysis and asked if the statenment that "students noving from
the district would be counted in the ADM of the hone district"”
applies only to those schools that would be ten or |ess.

MR. JEANS said the |ast sentence of the sponsor statement is not
correct when the school falls below ten students. The base is
the same for 10 to 20 students. That community would continue to
generate the Bbase and Nenana would generate additional
foundation funds for those students that fall into that
cat egory.

SENATOR W LKEN pressed, "So we're paying tw ce."
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MR. JEANS said in that particular case you would, but once you
exceed 20 students you wouldn't pay for the same student tw ce
because the funding is then based on an individual student
basis. "If you exceed 20 then you will no | onger receive funding
for that child if they nove."

CHAI R DYSON asked if he was saying that the school with 19 kids
gets the sane total anmount as the school with 11 kids.

MR. JEANS said that's correct, it's an econony of scale. You
need a certain mninmum to operate a school and when SB 36 was
witten it was decided that the mninmum level would apply to
schools with 10 to 20 students. Beyond 20 students, the per-
student costs begin to decline.

SENATOR W LKEN asked if the fiscal note includes just airfare or
airfare and the stipend.

MR. JEANS said it also includes the nonthly stipend for the 180-
day school year.

SENATOR W LKEN asked for the amount of the stipend.

MR. JEANS pointed out the information on page two of the fisca
note. The spreadsheet |ists the school district, the comunity,
capacity of the program nonthly stipend, yearly cost, estinmated
round trip, annual airfare and the estimted grant anount for
the 180-day program At the bottom of the spreadsheet they
|isted other comunities that have boarding capacity but aren't
currently operating for 180 days. He pointed that out because
when they started with the bill they included all progranms, but
Representative Coghill only wanted to include the comunities
that operate a full 180-day program

CHAI R DYSON asked about the asteri sk.

MR. JEANS said that Galena has the capacity for 100 students,
but eight of those students are currently being reinbursed under
the Boarding Honme program The remaining 92 are the nunber for
whi ch they do not currently pay any stipend.

SENATOR W LKEN said he needed a little nore tine to evaluate the
data, but:

To answer the question of what we save by doing this,
he said they seem to indicate that we save
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$358,939.000. | think they're conparing that to the
$3,958.00 that's a bricks and nortar ADM and | think
the nunber they should be conparing is $9,667.00 so
Eddy, if you could help nme wth taking this sheet and
taking a different look at it to mneke sure we're
conparing apples and apples. Wen we |look at this, two
t hi ngs we should renenber. When this was put in by the
Department of Agriculture it was a grant from the
Department of Agriculture to put in a boarding schoo

and that's been funding this thing and we've been
trying to help it along with offset grants and |
remenber the discussion well what if this doesn't work
or what if it can't pay its own way. They're going to
cone to the general fund and we've now arrived at that
day and we're now saying we want to fund boarding
schools across the state and |I'm not sure that's the
best application of our education noney. This anounts
to a test case. The other thing is that back in 02
they had 1,567 correspondence students and we know
correspondence students are, in ny mnd, a cash cow.
In 04 they have half of that - 724. So they've lost a
funding source just Bbecause their correspondence
program has gone from zero to 1,900 and now it's
dropped down on the other side to 700 so they may just
be having a program problem - trying to attract the
proper nunber of students to both their correspondence
program and to the boarding school. | appreciate your
patience and although | think this bill is well

intentioned, it's much nore expensive than what it
shows and if this Legislature chooses to start funding
boardi ng schools okay, but | would suggest that that
noney becones conpetition for all the other schools
that we have in the state and we want to make sure
that investnent is well spent.

SENATOR GUESS renarked that she heard that this is a pilot
program yet she also heard that "this is what we do now " |If
it's a pilot program she questioned what would they be
eval uati ng and what outcone neasures were they | ooking for.

MR. JEANS assured her it is a pilot program but in terns of
"what we do now' it nodels the current practice for those
students that don't have daily access to a secondary program
"These are students that have elected to participate in these
prograns, maybe because they cone from a small conmunity, maybe
because they have problens with things at home, ... but these
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students have elected to go to this program because of the
consi stency that's made available to them™

SENATOR QUESS asked for an explanation of the outcone neasures
they were | ooking for in the evaluation.

MR. JEANS said they'd be 1looking at achievenent rates. He
pointed out that this expands program offerings for all the
kids, but particularly for the ones in Nenana because there are
nore kids there so nore state funding is generated and expanded
prograns nay be offered.

SENATOR GUESS noted that the mlitary youth acadeny wasn't
i ncluded and asked if there was discussion about including them
in the pilot program

MR. JEANS rem nded her that they have their own separate funding
mechani sm whi ch IS why t hey weren' t consi dered for
partici pation.

SENATOR QGUESS comented that the stipend |anguage was
worrisonmely open and initially she assunmed that stipend neant
pocket noney for the students. She asked whether there was a
reason that they weren't specific.

MR. JEANS replied they didn't have that discussion, but the
nonthly stipend comes from regulation. School districts often
are contracting with parents for the residential care so it's a
stipend to the parents that house and feed the students.

CHAIR DYSON clarified the stipend would go to whatever hone
that's housing the student.

SENATOR GUESS asked whether there were regulations ensuring the
safety of these kids that go into other people' s hones.

MR. JEANS assured her there are regulations under the Departnent
of Health & Social Services and they're also referenced under
the Department of Education & Early Devel opnment boardi ng hone
program and he woul d provide her a copy of that.

SENATOR GREEN hel d up a piece of paper and asked if this was the
Department of Education & Early Developnent regulation on
boar di ng school s.

MR, JEANS said, "That's our current program that's limted to
students that do not have daily access to a secondary program
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SENATOR GREEN held up a piece of paper and asked it this was a
list of the students who qualifi ed.

MR. JEANS told her that the students on that list have daily
access to a secondary program so they would not qualify under
existing regulations, which is the reason for the proposed
l egislation. It would expand the current program to provide
funding for the kids on that |ist.

SENATOR GREEN said," So these would be rewitten."
MR. JEANS said they'd be nodified.

SENATOR GREEN questioned whether the |anguage does that because
the I|anguage talks about secondary students who do not have
daily access to a school. She added, "I recognize many school
districts and sites that we clearly pay a lot of noney to for
schools, which, to ne, is inconsistent."”

MR. JEANS said they nodeled the |anguage after the existing
program just to keep it sinple. "AIl we're trying to do is
expand an existing programto the kids that do have daily access
that are electing, by choice, to go to these boarding prograns.
To provide those boarding progranms with sone kind of state
support to offset the residential cost."”

CHAIR DYSON referred to line three of the sponsor statenent and
asked for an explanation of the statenent, "...a student would
not have to pass the current entrance standards.”

MR. JEANS reiterated that wunder current regulations, for a
student to qualify for the program they cannot have daily
access to a secondary program

CHAIR DYSON turned to M. Lindster and said that with this
significant expansion of the program he would have expected
that she and the sponsor would have limted qualification to
just those students that come from communities that don't have a
secondary school and/or where there was a school that was
failing under the No Child Left Behind Act and an alternative
was required. "Did you consider that?" he asked.

MR. JEANS pointed to Mouuntain Village to provide an expl anation.
The community does offer a K-12 program so, under current
regul ations, DEED can't provide Nenana with any state support to
help with the residential costs for the Muntain Village kids
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t hat are attending school in Nenana. That's what this
l egislation is trying to do, he said. The Muwuntain Village kids
that have elected to attend secondary school in Nenana have done
so because they believe the program in Nenana has sonething to
offer themthat they can't get in Muntain Village.

CHAI R DYSON conmment ed that he covered that previously.

MR. JEANS continued saying that if they limted eligibility to
those students that don't have daily access to a secondary
program then there would be no need for this |egislation because
current regul ation already covers that.

CHAI R DYSON asked if, wunder this bill or current |egislation

the state is required to offer a boarding school alternative to
students that attend a school that is failing to nake progress
under the No Child Left Behind Act.

MR. JEANS replied that within the capacity of the boarding
school to accept the students, if the parents elected to go
there during the pilot program this legislation allows for the
state to reinburse nonthly boarding costs and one roundtrip
airfare.

CHAI R DYSON questioned whether current |egislation allowed that
or not.

MR. JEANS replied, "Under our current regul ati ons we cannot."

CHAI R DYSON encouraged the sponsor and M. Jeans to tighten the
requirenents to those schools that aren't nmaking adequate yearly
pr ogress before the Finance Commttee hear i ng. Anot her
alternative would be to establish sone criteria for schools that
can't offer students very nuch because they're too snall

He questioned what happens when students decide to nobve to a
boardi ng school after the school year begins and the ADM has
been counted because the receiving school typically wouldn't be
rei mbursed for the additional student(s).

MR. JEANS agreed that would be the case under this program as
well, but the prograns are already operating at capacity so
there probably wouldn't be room for a student that wasn't
enrolled at the beginning of the year.

CHAI R DYSON cal l ed a brief at ease then reconvened the neeting.
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SENATOR GREEN asked how the parents partici pate.

MR. JEANS said it varies with the program but in Nenana sone
parents nove to help wth the student(s). He wasn't sure about
parent participation in Gl ena.

SENATOR GREEN asked how much each parent is expected to pay.

MR. JEANS told her it varies by comunity and they don't track
that information

SENATOR GUESS suggested anendi ng the stipend | anguage to nmake it
nore clear because it really is specific in the regulations. She
then pointed out that it doesn't say this is a pilot project and
the program will be assessed in five years to look for certain
br oad out cones.

CHAI R DYSON announced that the bill would likely nove from the
commttee that day and he suspected that anyone that was
interested in testifying would have an opportunity to do so in
the Finance Commttee. He asked whether there was anyone who
specifically wanted or needed to testify that day.

FLOYD BROOKS testified via teleconference to say he is a single
parent of three students that have the opportunity to attend
school in Nenana. He spoke in strong support of the program "In
supporting HB 425 everyone wins," he said.

LOTTIE YATES testified via teleconference to say that smal
schools are limted in terns of what they are able to offer
students. She said the quality of education in Nenana is high
and she urged support for HB 425.

TAPE 04-25, SIDE B

AGNES DAVIS testified via teleconference to express support for
HB 425.

SENATOR W LKEN asked M. Jeans if it is correct that a student
from Mountain Village that is attending the school in Nenana is
counted "in Nenana as just a normal student that is run through
the formula."

MR. JEANS said that's correct.
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SENATOR W LKEN then said, "W would be able to go to the ADM
funding for the school district for Nenana to see what that
child costs us in school - in the |earning center in Nenana."

MR. JEANS started to reply.

SENATOR W LKEN added, "It's transparent as to whether it's a
boar di ng school or not."

MR. JEANS sai d yes.

There were no further questions.

CHAI R DYSON asked for the will of the conmttee.

SENATOR W LKEN notioned to report CSHB 425(EDU) from commttee
wi th individual recommendations and the attached fiscal note.
There being no objection, it was so ordered.

2:30 pm

HB 500(title am-DEFI NI TI ON OF MEDI CAL REVI EW ORGANI ZATI ON

CHAI R DYSON announced the next order of business to be HB
500(title am.

SARA NI ELSON, staff to Representative Ral ph Sanuels, described
HB 500 as a sinple bill. She paraphrased from the sponsor
statenent as follows:

House Bill 500 sinply adds the Joint Conm ssion on
Accreditation of Health Care Organizations (JCAHO to
the narrow definition of a "review organi zation."

The Joint Conm ssion on Accreditation of Health Care
Organi zati ons i's t he principle i ndependent
organi zation that perforns accreditation of hospitals
t hroughout the United States, including Al aska. JCAHO
recently inplemented a new program requiring hospitals
to undergo a Periodic Performance Review (PPR) to
achieve continuous standards conpliance, and thus,
continuous provision of safe, high-quality health
care.

The current statute defines a "review organization”

expressly and narrowy and is silent as to the major
organi zati on conducting hospital accreditation in our
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state, [which is] JCAHO Wthout the change in this
| egislation, a party in an unrelated civil action,
could argue vigorously that JCAHO is well known within
the health care community as the primary accreditation
instrument for hospitals in the United States, and
that it would have been a very easy matter for the
| egislation to have included it in the definition of a
"review organization." It could be asserted that the
courts have no business re-witing statutes to include
provisions that it thinks the legislature would have
included if it had thought of it at the tinme that
provision was enacted. Thus, there is a very real
danger that information provided to JCOHO as part of
this process would not be treated as confidential.

This legislation is necessary so that hospitals wll
feel free to fully report all the information required
by JCAHO in an open manner and pronote quality health
care in Al aska.

CHAI R DYSON asked whet her the adm nistration supported the bill

M5. N ELSON said she didn't believe they had a position, but
Janet C arke coul d respond.

JANET  CLARKE, Depar t nent of Health & Soci al Servi ces
representative, said they support quality health care and
quality assurance for health care facilities, but she was
unaware of any public position paper on the I|egislation. She
continued to say, "W run a hospital that is covered by the
Joint Comm ssion Review W have hospital certification and
licensing and anything that could pronote that we would
support.”

CHAI R DYSON asked if the organization is credible.
MS. CLARKE replied they are extrenely credible.

CHAI R DYSON asked what the legislation would allow that can't be
done now.

M5. CLARKE didn't know of anything, but right now it could be
argued that confidentiality is in question because JCAHO isn't
menti oned as a review organi zati on.

CHAI R DYSON asked Laurie Herman to comment.
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LAURIE HERVAN, Regional Director of Governnment Affairs for
Provi dence Heal t h System in Al aska, testified Vi a
tel econference. To denonstrate why they believe this |egislation
IS necessary she expl ai ned:

Recently JCAHO redesigned their survey process from
being a once-every-three-year survey to one that
requires hospitals and other health care organizations
to conplete a md-cycle performance review the purpose
of which is to review and nmake certain that we are
achieving continuous standards of conpliance and
continuous provision of safe, high quality health
care.

In addition to the requirenent of self-reporting of
deficiencies, this performance review process requires
that a hospital or health care organization conplete
an in-depth survey of their policies and procedures.
If the hospital is found to be out of conpliance with
accepted standards in any area, an attended corrective
plan has to be submtted to JCAHO And JCAHO prefers
i npl enentation of both the review and the self-
reporting deficiency to be in an electronic online
conmuni cati on

To the extent that anyone would have deficiencies, as
part of this process they nust prepare and post the
corrective action plans. Because of the concern that
state statutes do not specifically include JCAHO as a
quality review organization, which would thereby
pr ot ect t he reporting i nformation from public
accessibility, they may go to a less preferred option
that would allow such organizations to sinply certify
that they nade corrections on their own wthout
providing any information to JCAHO W believe that
the quality of health care would inprove if health
care organizations feel free to fully report all the
information required by JCAHO in an open manner.

CHAI R DYSON asked if she had any idea why JHACO wasn't i ncluded
in the statutory | anguage.

M5. HERVAN said there aren't any specific organizations that are
mentioned in current statute. The | anguage is quite vague, which
makes it arguable that since they aren't nentioned then the
information should be accessible to the public. That could
certainly deter reporting and/or lead to self-analysis.
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There was no further testinony, questions or coments.

CHAI R DYSON asked for a notion.

SENATOR GREEN notioned to report HB 500(title an) from commttee
with individual recomendations and acconpanying fiscal notes.
There being no objection, it was so ordered.

2:40 pm

CSHB 511 (HES) am CERTI FI CATE OF NEED PROGRAM

CHAI R DYSON announced the next order of business to be CSHB
511( HES) am

SARA NI ELSON, staff to Representative Ral ph Sanuels, explained
that the bill nodifies certain aspects of the Certificate of
Need statute to level the playing field.

She said the follow ng woul d provide an overvi ew of the changes:

The bill nodifies the section of statute that allows
the relocation of an anbulatory surgical facility to
only one time as long as they still would otherw se
neet all the requirenments of the original Certificate
of Need.

It also clarifies that a Certificate of Need woul d not
be needed in an energency or a tenporary case such an
eart hquake or sone kind of a disaster.

It also adds independent diagnostic testing facility

and residential psychiatric treatnment center - would
make them go through the CON process if they fall
within the $1 million expenditure limt.

The bill also reduces the amunt of time the
departnment has to review the application from 90 to 60
days.

On the House floor a letter of intent was adopted to
address the Certificate of Need process by asking that
a task force be assenbled to go over the entire
process.
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JANET  CLARKE, Depar t ment of Health & Soci al Servi ces
representative, identified herself and stated:

| am here to testify in support of HB 511 - Relating
to certificates of need (CON). Certificate of need is
a health planning process that reviews health facility
construction projects that cost over $1 mllion
dollars to determne whether there is a need for the

proj ect.

This particular bill does not do away with CON;, it
keeps the underpinnings of the statute in place. There
are nine sections in the bill and 1"l quickly go over

a sectional review

As Sara stated, Section 1 corrects an inequity for
anbul atory surgery centers related to relocation and
whet her a CON is needed for relocation.

Section 2 has two parts. It basically limts the
rel ocation outlined in the first Section to one tine.
It also anmends the statute to include equipnment that
is purchased through a |ease provision that for CON
pur posed, the net present value of the |ease space or
equi pnent is used to calculate the cost. Currently, if
you purchase equi pnent that costs over $1 nillion, you
go through the CON program |If you lease it, you do
not. This would put those two purchase processes on
the sanme |l evel playing field.

Section 3 anmends the provision for energency or
tenporary CON that's currently in the bill

Section 4 would add "residential psychiatric treatnent
centers" to fall within CON review. The departnent is
particularly interested in this provision. As you
know, Medicaid is a primary payer for residential
psychiatric treatnment centers (RPTC). W have severa
we're paying for. W're paying for children in out-of-
state placenent. At any one time there's over 500
children who are in these out-of-state residential
psychiatric treatnment centers. W have a program to
bring these kids honme to Al aska. W want to nake sure
that as we built these RPTCs in Alaska that it's done
in a very thoughtful, planned process and that we do
them close to hub comunities in Al aska because these
kids do better when they're closer to home. So we
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believe that the CON programis the best nechanism to
| ook at this planning process for RPTCs.

Section 5 adds a new section in law relating to tine
standards for review by the departnent. It shortens
the tine period that the departnment has to review CONs
from90 to 60 days internally.

Section 6 anmends the definition of health care
facilities to include independent diagnostic testing
facilities as wel | as resi denti al psychiatric
treatment centers.

Section 7 goes along with Section 6. It adds the
definition for what a residenti al psychiatric
treatment center is.

Section 8 deals with the applicability issues of when
this law is applicable to what.

Section 9 is the effective date clause of the
| egi sl ati on.

CHAI R DYSON said he appreciates the problem they're trying to
solve in Fairbanks, but he didn't wunderstand why an enpty
bui | di ng shoul d have a CON grandfathered in.

M5 CLARKE pointed to Section 1 and said a few years ago the
Legi sl ature added |anguage that was confusing and that is the
| anguage that would be deleted. She rem nded nenbers that CON
covers capital construction and services. HB 511 gets rid of the
provi sion where soneone could <construct a new anbulatory
surgical center and take their certificate of need with them
That provision is counter to CON because it's actually a capital
construction review that |ooks at whether you' re spending $1
mllion on construction or adding a new service.

CHAI R DYSON asked Ms. Nielson to further clarify.
IVS. Nl ELSON reported that according to Legislative Lega

Servi ces, the |l anguage in Section 2 makes the | ast sentence in
Section 1 (c) unnecessary, which is why it would be deleted.

"Basically, you can't have a building - you can't have one
person - have their services in one building and have the
certificate of need and then nove over to another one. And then
that building that was left, they still have to go through the

certificate of need process if sonebody else wants to nove in
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there - assuming that those people didn't already have a
certificate of need and are exercising their one tine
rel ocation.”

CHAIR DYSON admitted that his blood pressure rises when he
t hi nks about the issue. Furthernore, he said he's nore confused
because Ms. Clarke says this is just for construction and then
the bill says it's okay to relocate. In addition to that, he
heard it's also for the present worth value of |eased equi pnent,
which isn't construction either. Section 1 sinply gets rid of
the restrictive and stupid |anguage, but then in Section 2 "you
only elimnate stupid once and if we'd ever done anything else
stupid like this, inlaw, that we can only [nmake a] fix once."

M5. N ELSON agreed that the final sentence in Section 1 (c)
wasn't needed. The first part of Section 1, subsection (c) says
a business may relocate an anbulatory surgical facility once
w thout obtaining a certificate of need as |long as bed capacity
and the nunber of categories of health services remain
unchanged. Any subsequent business or person noving into the
site is no |onger addressed, which is what the sponsor intended.

CHAIR DYSON opined it all has to do with capacity and a person
should be able to nove fromsite to site w thout junping through
hoops as |ong as capacity isn't changed.

SENATOR GUESS questioned why the |anguage they propose renoving

is problematic except that it is redundant. "You can't use that
site unless you get a certificate of need because they want to
see, 'Is there the capacity for that site to go back up how it

used to be?" so if you take this out, and soneone noves from one
site to the other and soneone wants to use that previous site,
they should have to go through the certificate of need to ensure
that we're not overcapacity."

M5. NI ELSON agreed that the |anguage is redundant and that's why
t hey propose renoving it.

M5. CLARKE said it is a confusing section of |aw, but she needed
to clarify her previous statenment. Although she was focusing on
the construction aspect, certificate of need applies to the
expenditure of $1 nmillion or nore for construction, renovation
or the purchase of new equi pnent.

2:55 pm
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CHAI R DYSON asked her to show the commttee how, "with the help
of governnent intervention, we've gotten into this bizarre
situation where having nore than adequate capacity drives prices
up and how choices by consunmers can drive prices up and then
specifically this section here about nmental health and how after
31 days or 30 days, governnent has to pay and how havi ng choices
there can drive costs up.”

M5. CLARKE replied health care isn't as clean cut as other
mar ket forces that we're used to because the decision to go to
one place or another for a particular procedure is divorced from
the economcs of that decision. "W mght make that decision
related to where our doctor refers us based on the proximty to
a hospital,"” she said. Furthernore:

As governnent, and governnment plays a big part in the
economcs of the health care industry in Al aska
whether it's Medicaid or Medicare - we're a big player
in that so we, particularly for certain parts of the
health care system as the prinmary payer - you are -
the Legislature appropriates - particularly for |ong
term care, nursing honmes, for nental health services -
we are the primary payers so we have an interest in
| ooking at this regulation to nake sure that it's done
in such a way that the primary payer is not stiffed
with the bill in the end because the individual
decision is not based on econom cs of the decision.

CHAIR DYSON said that after hi s di scussion wth the
conmi ssi oner, he understands that if there are several
providers, there's nothing keeping a patient whose costs are
paid by Medicare from selecting the very highest cost treatnent
as long as the provider hasn't been disqualified for sone
reason.

M5. CLARKE replied there is a nmandatory freedom of choice in
both the Medi care and Medi cai d prograns.

CHAI R DYSON continued to say that he al so understands that when
soneone is in a nmental health residential program for nore than
30 or 31 days then Medicaid picks up the entire cost for the
rest of the time the person is in the program He wasn't clear
whet her both adults and children were included or just children.

M5. CLARKE replied she'd have to check on that then clarified

that this is about children and adol escents and just as with any
i nsurance program there are certain standards for when
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i nsurance coverage would apply. For an acute care setting, which
is psychiatric hospital treatnent, she thought 30 days was the
i ndustry standard. After that, if no placenent is available for
the child then the general fund would likely have to cover 100
percent of the cost because Medicaid m ght decertify them

CHAI R DYSON asked what decertify neans.

M5. CLARKE explained that being decertified nmeans that the 30
days is wup and the child typically no Ilonger needs the
psychiatric hospital treatnment, but they do need a continuum of
care from mental health facilities. Through careful planning
they are trying to ensure that there is in-home care, outpatient
care, group hones, and residential psychiatric treatnment centers
so that the psychiatric hospital isn't the only alternative.

CHAI R DYSON asked if she said that decertify neans going from
acute hospital care to a | esser |evel of care.

M5. CLARKE said decertification mneans the insurance program
won't pay any nore.

SENATOR GUESS referred to Section 1 and asked whether she could
continue operating an original facility w thout going through a
new CON process if she had also constructed a new facility and
was running it using the original certificate of need.

M5. CLARKE said she thought the answer was yes, one tinme, but
she would need to verify that. She then asked whether the
| anguage didn't refer to a sale.

SENATOR GUESS said the |language doesn't refer to a sale; it
refers to noving. Furthernore, she said it seens that there
could be over capacity if that were all owed.

M5. CLARKE read the existing law that says, "as |long as neither
the bed capacity nor the nunber of categories of health services
provi ded at the new site is greater."”

SENATOR GUESS agreed the new site couldn't have greater
capacity, but she wondered whether she couldn't run both sites
usi ng just the one CON

CHAI R DYSON opi ned that you couldn't do that because that would
i ncrease the capacity set in the original CON process.

SENATOR GUESS asked whether the CON controls the capacity.
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CHAI R DYSON explained it's like a governnent |icense to provide
X amount of servi ce.

CHAI R DYSON announced that he wanted to use the bal ance of the
time to take public testinony from anyone that wouldn't be
avai |l abl e on Monday.

JOHN WLLIAMS, WMayor of the Gty of Kenai, testified via
tel econference to say that they are interested because there are
several groups that would like to build a psychiatric facility
for children in Kenai. They applaud Senator Geen's work to
bring children honme and place themin care units in the state.

Most recently the city has been involved with two capable
conpani es each of which would like to build a 30-bed unit in
Kenai. Both conpani es have expended considerable time and noney
to get started this year, but he sees many issues in the bill
that woul d prol ong and del ay the process.

Pointing to the DHSS fiscal note dated 3/24/04 and prepared by
Sherry H Il he noted it says that 728 children between the ages
of 7 and 19 were served in FY 02 and that it's conceivable that
up to 150 new RPTC beds could be built in Alaska. The 60 beds
that mght be built in Kenai would just scratch the surface of
need for these types of facilities and he said he could see no
reason to delay by tying the conpanies down with a great dea
nor e paperwor K.

In conclusion he said the Gty of Kenai recomends placing the
effective date of the bill as of January 1, 2005 rather than
making it effective imediately. Doing so would allow the two
conpanies working in Kenai to begin building the facilities
i mredi ately. He added that he understands there mght be 30 to
60 other beds that are in the planning stage that m ght also be
expedited if the effective date were to be changed. This too is
beneficial to the state since DHSS recognizes an imedi ate need
for 150 beds.

PAUL FUHS, Al aska Open Inmaging representative, said he'd like to
frame sone of the issues the first of which is why the bill is
so confusing. The reason, he said, is because it's a bill that's
designed to address a specific lawsuit.

Anot her point is that this is an effort to restrict what people

can do. For the governnment to tell you whether or not you can go
into business is the nost extrene action that a governnment can
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take, he said, so there'd better be solid justification for
doi ng that.

He continued to say:

M. Chairman, you hit the nail on the head when you
asked, 'Show us where the cost savings are going to
be.' Because what's actually happened is when these
i ndependent testing facilities have resulted in |ower
prices - up to 30 percent lower. So then you get into

the argunment - well it's not really cost control. Now
it's over to we want a level playing field. And the
hospitals - we need to overcharge on imaging because

we're making up for something else. And in all the
hearings that were held, no one cane forward and
showed their economcs to show why they needed this.
They didn't conme and show why when we went through
this - one hospital, Providence, they nmde $13.4
mllion in revenues over expenses |ast year. So why do
they need that protection and what happened to that
noney? And then you get into the smaller hospitals and
they say well it's to protect the snmaller hospitals,
but the smaller hospitals thenselves said that new
i mging would not develop in small comunities where
there are |low patient volunes, but only in the |argest
mar kets of Anchorage, Fairbanks, Wsilla, Kenai and

Juneau. So it's not the small hospital. That is a
conpletely enpty argument that the departnent itself
dismsses. It's really the big hospitals trying to

limt conmpetition. That's what it conmes down to.

Al t hough sone of these are listed as non-profits, |
pulled off of Mwody's or Dun and Bradstreet, some of
the financials on sone of these corporations.

Providence - $3.5 billion in revenues |ast year. This
isn't sonme nmom and pop non-profit. They're also
showing profits of $58 mllion a year - 38 percent
increase over the previous year. Triad hospitals in
the valley - a $3.8 billion corporation - they're in
the Fortune 500. That's who's managing that. Banner
Corporation for Fairbanks Menorial - $2.1 billion
corporation - a private non-profit corporation. So

before you believe the idea that these are poverty-
stricken operations that need government protection, |
hope that you'll take a 1look at sonme of these
financials and naybe sonme other information wll be
br ought out.
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The other thing I want to nention - you can |evel the
playing field two ways. You can either increase
governnent regulation or you could decrease it and
that's what we offered on the House side. W said well
let's relieve the hospitals of this too especially for
imging. This technology driven sector - it's not a
bed - you want the best technol ogy avail able. But when
that was offered, it was not even allowed to go to
second reading on the House floor to even have the
anendnent considered. So that's how strong it's been
to even try to restrict the discussion on this.

| hope your commttee will look into all these issues.
| think you'll hear a lot of testinmony and hopefully
we'll have a nuch clearer discussion on the issues

than occurred in the other body.

TAPE 04-26, SIDE A
3:05 pm

SENATOR GUESS said she |ooked forward to a discussion with his
client about policies for the uninsured and the underinsured and
whet her anyone from those populations gets served in these
facilities. She then remarked that governnment does get involved
Wi th natural nonopolies in situations such as this so it's an
overstatenment to say that there isn't a governnent role in this
type of market. Wether it's appropriate or not is a separate
questi on.

MR, FUHS reiterated if you restrict people's private activities
then you nust have strong justification.

CHAIR DYSON referenced the goal of bringing children wth
psychiatric needs honme to Al aska and asked Ms. O arke how | ong
it would take the two conpani es al ready working on the peninsula
to go through the CON process.

M5. CLARKE explained that they would first submt a letter of
intent so that DHSS woul d send them an application.

CHAI R DYSON asked whether there was a review and culling process
when the letter of intent is filed.

MS5. CLARKE said that when the letter of intent is received then
DHSS sends a letter back affirmng or denying eligibility.
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CHAI R DYSON asked how | ong that woul d take.

M5. CLARKE pointed to an exanple that took one day. The next
step is for the conmpany to submt a CON application for which
DHSS provides sonme technical assi st ance. In the exanple
referenced above, it took two nonths for the conpany to conplete
the application. At that point, DHSS goes through a process of
declaring the application conplete. That took several days in
the exanple, but could take longer if the application was nore
extensive. Once the application is conplete there is a noticed
public hearing and in the exanple used that took about four
weeks. After the public neeting the information is reviewed,
which took four to five weeks in the exanmple. Finally, the
information is submtted to the conmssioner's office for a
deci si on.

According to current statute, 90 days is allowed for the entire
process once an applicant submts a CON. This legislation would
shorten the process to 60 days.

CHAI R DYSON asked if that was fromthe tinme the letter of intent
is received to when a decision is issued.

V. CLARKE clarified it's from when the conpleted CON
application is received to the decision. She then added that
there is a 30 day comment period included within that tinme
peri od.

SENATOR GREEN asked whether the conm ssioner would issue a
decision within that tine.

M5. CLARKE said no, the 90 day period is the tinme up until the
commi ssioner receives the infornmation. The comm ssioner does not
have a tinme period within which to nmake a decision and that tine
period varies froma day or two up to several nonths.

CHAI R DYSON asked how to avoid changing the rules in the mddle
of the game for the two conpani es already working in Kenai.

M5. CLARKE said that discussions related to the effective date
came up in the House and she had information in her office to
further that discussion and would bring it to the hearing on
Monday. Wth regard to Mayor WIlliams testinony she said the
departnment is interested in having the residential psychiatric
treatnent centers covered by CONs so they can be |ocated in many
communities so the residents are able to be close to their
support groups.
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CHAI R DYSON asked if is true that the conpanies would still have
to go through a licensing process before they could receive
children that are either in state custody or in state supported
treatment progranms in other states.

MS. CLARKE told himthat is correct.
CHAI R DYSON questioned how | ong the |icensing process takes.

M5. CLARKE said she wuld have to get back wth that
i nformation.

CHAI R DYSON pressed for an estinate.
MS. CLARKE said she didn't have an answer.

CHAI R DYSON posited it was nonths, but he would enjoy receiving
that information at the next hearing. He then asked if DHSS
could conmbine the licensing and CON processes and announce that
they would only license so many beds within a single region.

M5. CLARKE responded she would have to speak with the |icensing
staff.

CHAI R DYSON observed that even soneone that was successful in
the CON process would still have to go through the Iicensing
process.

M5. CLARKE agreed then clarified that the |I|icensing process
| ooks at different things such as health and safety and the
facility.

CHAIR DYSON continued to say, "In your efforts to provide
facilities where they're needed, in the government's opinion,
you can only restrict people you can't nake anything happen in a
new pl ace. "

M5. CLARKE told him they are working very hard to encourage
private providers and others to look at a nunber of facilities
across the state. "The governnent is doing what it can.”

CHAI R DYSON remarked that the answer is still yes.

SENATOR CGREEN asked how much | onger the neeting would | ast.
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CHAIR DYSON said he'd like to wap up in five mnutes, but he
wanted the committee to make it clear what additional
information they want and what they're struggling with. If any
menbers were thinking about offering anmendnents then he would
like them to let people know so they could be prepared on
Monday.

SENATOR GREEN said she would like to review when the $1 mllion
cap was set.

M5. CLARKE advised that the original CON threshold was $150, 000
and that was changed to $1 million in the md 1980s

SENATOR GREEN said she though the equival ency today was $2.5 or
$2.75 mllion so if the intent is the same then it's probably
still reliable for nobst construction. Sonme new equi pnent costs
have gone down though so that mght be an issue worth talking
about. She then asked about the tineline and asked at what point
t he departnent rel eases the information publicly.

M5. CLARKE said she thought it was when the review is conplete,
but she would get back with the information. There is an
opportunity to publicly notice that sonmeone has applied and this
has been inportant in the past because there have been
situations in which there were conpeting applications.

SENATOR GREEN said, "I think it's very inappropriate that there
is any disclosure of information about a CON application unti
the application is deenmed conplete. And | do not think that

information should be posted, that information should not cone
fromthe departnent that should be a confidential arrangenent."”

CHAI R DYSON asked whether she wanted to add |anguage to the
bill.

SENATOR GREEN replied that with regard to anmending she had a
question because when they last reviewed the CON there were
regul ations that were at odds wth current statutes. She
guesti oned whet her the regul ati ons had been cl eaned up.

M5. CLARKE replied there were attenpts to clean them up, but it
wasn' t done.

SENATOR GREEN suggested that the committee draft a letter of
intent saying the regulations nust conport to current statute
because they are woefully out of date and very m sleading. She
announced that she would like the certificate of need director
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to attend the next neeting. She then asked what the difference
is between an approved adolescent treatnent bed and a
residential psychiatric treatnent bed subject to the CON

M5. CLARKE replied she was referring to the acute care bed,
which is a hospital psychiatric bed. Hospitals and psychiatric
hospitals are covered by CONs. Residential treatnent centers are
not acute hospital care and they are not currently covered by
CONs.

SENATOR GREEN said she msunderstood and thought there was a
current process for approving psychiatric treatnent beds, but
now she understands that she was tal king about acute beds in a
hospital setting.

M5. CLARKE sai d yes.

SENATOR GREEN asked what other acute psychiatric beds for
adol escents are provided in Al aska.

M5. CLARKE replied she could get that information.

CHAIR DYSON asked Ms. Carke to provide sone discussion as to
why the departnent can't say they would only |icense X nunber of
beds in a community that they would pay for through Medicaid

Medi care, or general fund.

He announced he would hold the bill in commttee for further
di scussi on on Monday.

CHAI R DYSON adj ourned the neeting at 3:30 pm
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