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TO :  C IN D Y ,  JNU 
( FROM: A P R I L ,  FBX

PLEASE D E L IV E R  THE FOLLOWING MESSAGE TO ALL MEMBERS -  HO USE :
(

PE_ ;UE3X_YOUR FAVORABLE VOTE WEDNESDAY, CSHB 9 1 7 ,  WHICH W ILL  
MLAM LOWER HOSP ITAL  COSTS TO C I T I Z E N S  OF OUR STATE .  THE 
S T A T E 'S  F IN A N C IA L  CONSULTANT AGREES T H I S  I S  THE MOST V IA BLE  
WAY TO F INANCE HOSP ITAL  CONSTRUCTION AT NO COST TO STATE .
PRESENT C E R T I F IC A T E  OF MEED LAW W ILL  PREVENT O VERB U ILD IN G  

{ AMD COMMISSION CREATED BY CSHB 9 1 7  T I E S  INTO STATE HEALTH
AUTHOR ITY .  T H I S  L E G IS LA T IO N  W IL L  SAVE THE PAT IENTS  AT FA IRBANKS  
MEMORIAL HOSP ITAL  M IL L IO N S  OF DOLLARS IN HOSP ITAL B I L L S  

( OVER THE NEXT SEVERAL YEARS .  T H I S  L E G IS L A T IO N  I S  NEEDED NOW. 
THANKS FOR YiHJR SU PPO RT .

RON NERLAND
CHAIRMAN, FA IRBANKS  COMMUNITY HOSP ITAL  FOUNDATION

PLEASE ACK WHEN MESSAGE D E L IV E R E D .  THANKS .  / A /  ROM



S E C T I O N A L  A N A L Y S I S :  H B  9 1 7

S t e r l i n g  G a l l a g h e r  
C o m m i e s i o n e r  o f  R e v e n u e

T h e  A l a s k a  M e d i c a l  F a c i l i t y  A u t h o r i t y  is d e s i g n e d  to  a i d  in
the c o n s t r u c t i o n  a n d  e q u i p p i n g  of e s t a b l i s h e d  a n d  p o t e n t i a l
m e d i c a l  f a c i l i t i e s  t h r o u g h  f i n a n c i n g  in th e  m u n i c i p a l  b o n d
m a r k e t .  S i m i l a r  f i n a n c i a l  a s s i s t a n c e  is a v a i l a b l e  to m u n i c i p a l i t i e s
t h a t  w i s h  to e x p a n d  m e d i c a l  s e r v i c e s  v i a  m e d i c a l  f a c i l i t i e s
t h r o u g h  t h e  M u n i c i p a l  B o n d  Bank. T h i s  b i l l  p r o v i d e s  an
a d d i t i o n a l  m e a n s  o f  f i n a n c i n g  to t h o s e  p r o f i t  or  n o n  p r o f i t
m e d i c a l  e n t i t i e s  w h i c h  ar e  n o t  m u n i c i p a l l y  o w n e d  o r  e l i g i b l e
f o r  p a r t i c i p a t i o n  in the M u n i c i p a l  B o n d  Bank. S e c t i o n  103
o f  the I n t e r n a l  R e v e n u e  C o d e  p e r m i t s  t a x  e x e m p t  f i n a n c i n g
fo r t h e s e  p u r p o s e s .

1 8 . 2 6 . 0 1 0 .  Th e L e g i s l a t i v e  f i n d i n g  a n d  p o l i c y  s e c t i o n  is 
n e c e s s a r y  to  e s t a b l i s h  t h e  p u b l i c  p u r p o s e  u n d e r  w h i c h  m e d i c a l  
f a c i l i t i e s  can  be f i n a n c e d  in the m u n i c i p a l  m a r k e t .  Th e 
L e g i s l a t i v e  f i n d i n g s  are  t h a t  t h e r e  a r e  i n a d e q u a t e  m e d i c a l  
f a c i l i t i e s  in c e r t a i n  l o c a l i t i e s .  O n e  o f  th e  p o l i c i e s  is to 
p r o v i d e  a l t e r n a t i v e  m e t h o d s  o f  f i n a n c i n g  a n d  a s s i s t a n c e  in 
o b t a i n i n g  f i n a n c i n g  fo r th e  p u r p o s e  o f b u i l d i n g  o r  u p g r a d i n g  
m e d i c a l  f a c i l i t i e s  in t h o s e  l o c a l i t i e s

1 8 . 2 6 . 0 2 0 .  C r e a t i o n  of  the  a u t h o r i t y  as a p u b l i c  c o r p o r a t i o n  
a n d  i n s t r u m e n t a l i t y  of t h e  s t a t e  w i t h i n  th e D e p a r t m e n t  of 
R e v e n u e ,  b u t  w i t h  a s e p a r a t e  and  i n d e p e n d e n t  l e g a l  e x i s t e n c e .

1 8 . 2 6 . 0 3 0 .  E s t a b l i s h e s  the C o m m i s s i o n e r  o f  R e v e n u e  as 
c h a i r p e r s o n  of the B o a r d  of D i r e c t o r s ,  a n d  the C o m m i s s i o n e r  
o f  C o m m u n i t y  an d R e g i o n a l  A f f a i r s  a n d  C o m m i s s i o n e r  of  
H e a l t h  a n d  S o c i a l  S e r v i c e s  as the o t h e r  tw o  m e m b e r s  o f the 
Board.

1 8 . 2 6 . 0 4 0 .  T h i s  s e c t i o n  e s t a b l i s h e s  a q u o r u m  of  t w o  for  the 
B o a r d  to f u n c t i o n  a n d  s t a t e s  th at  m e m b e r s  w i l l  s e r v e  w i t h o u t  
s a l a r y  a n d  th at  t h e y  m a y  h i r e  an E x e c u t i v e  D i r e c t o r .
N o t i c e  of m e e t i n g s  m u s t  b e g i v e n  in a c c o r d a n c e  w i t h  r e g u l a t i o n s  
a d o p t e d  by the b o a r d  an d all m e e t i n g s  m u s t  be o p e n  to th e 
p u b l i c .

1 8 . 2 6 . 0 5 0 .  The  p o w e r s  of th e  a u t h o r i t y  a r e  se t  f o r t h  in 
t h i s  s e c t i o n .  T h e y  a r e  c o m p a r a b l e  to t h o s e  o f  s i m i l a r  
b o d i e s  c r e a t e d  in t h e  state.

1 8 . 2 6 . 0 6 0 .  T h i s  s e c t i o n  s t a t e s  t h a t  th e  A u t h o r i t y  m a y  not  
m a i n t a i n  o r  o p e r a t e  an y  m e d i c a l  f a c i l i t y  e x c e p t  as p r o v i d e d  
in a t r u s t  i n d e n t u r e  u n d e r  d e f a u l t .



1 8 . 2 6 . 0 7 0 .  A l l  e x p e n s e s  i n c u r r e d  b y  t h e  a u t h o r i t y  a r e  t h e  
s o l e  o b l i g a t i o n s  of th e  a u t h o r i t y  a n d  n o  l i a b i l i t y  w i l l  
a c c r u e  t o  th e  state.

1 8 . 2 6 . 0 8 0 .  Th e a u t h o r i t y  m a y  b o r r o w  m o n e y  an d  i s s u e  r e v e n u e  
b o n d s  a f t e r  the B o a r d  f i n d s  b y  r e s o l u t i o n  t h a t  t h e  o p e r a t o r  
of th e  m e d i c a l  f a c i l i t y  is f i n a n c i a l l y  c o m p e t e n t  t o o p e r a t e  
t h e  f a c i l i t y  a nd  to r e t i r e  the  debt. A l s o  a r e s o l u t i o n  m a y  
be  p a s s e d  e s t a b l i s h i n g  the  p u b l i c  p u r p o s e  of  t h e  p a r t i c u l a r  
f a c i l i t y  a n d  its p r o j e c t e d  cost. T h e  b o n d  r e s o l u t i o n  s h a l l  
s e t  o u t  a l l  th e t e r m s  a n d c o n d i t i o n s  o n  the s a l e  o f  the 
bo n d s .  B o n d s  a re  n e g o t i a b l e  i n s t r u m e n t s  f o r  p u r p o s e s  o f  the 
U n i f o r m  C o m m e r c i a l  Code. The b o n d  r e s o l u t i o n  m u s t  p r o v i d e  
for  t h e  e s t a b l i s h m e n t  of a s p e c i a l  f u n d  an d  m a y  s p e c i f y  
c o n t r a c t u a l  terms. Th e  s u p e r i o r  c o u r t  h a s  j u r i s d i c t i o n  to 
h e a r  a n d  d e t e r m i n e  a c t i o n s  or  p r o c e e d i n g s  r e l a t i n g  to  the  
a u t h o r i t y .

1 8 . 2 6 . 0 9 0 .  The a u t h o r i t y  m a y  i s s u e  B o n d  A n t i c i p a t i o n  N o t e s  
u n d e r  t e r m s  an d c o n d i t i o n s  s e t  by r e s o l u t i o n .

1 8 . 2 6 . 1 0 0 .  T hi s  s e c t i o n  s t a t e s  t h a t  t h e  b o n d s  m a y  b e s e c u r e d  
by  t r u s t  a g r e e m e n t s .

1 8 . 2 6 . 1 1 0 .  T h e r e  is no p e r s o n a l  l i a b i l i t y  for  t h e  m e m b e r s  
of t h e  a u t h o r i t y  or  the p e r s o n  e x e c u t i n g  the bo n ds .

1 8 .2 6 . 1 2 0 .  A l l  n o t e s  an d  b o n d s  i s s u e d  a g a i n s t  a n y  s p e c i a l  
f u nd s a r e  a v a l i d  c l a i m  a g a i n s t  t h a t  fund.

1 8 . 2 6 . 1 3 0 .  No m e m b e r  of the b o a r d ,  a d v i s o r y  e m p l o y e e s  o r  
c o n s u l t a n t s  m a y  v o t e  on a r e s o l u t i o n  o r  i n f l u e n c e  a n y  d e c i s i o n  
w h e r e  s h e / h e  ha s a c o n f l i c t  of i n t e r e s t .  If v i o l a t e d ,  
m o n e t a r y  g a i n  m u s t  be r e t u r n e d ,  a n d  p e r s o n  m a y  b e  f i n e d  a n d  
jailed.

1 8 . 2 6 . 1 4 0 .  A n y  p l e d g e  of r e v e n u e  o r  a s s e t s  by the  a u t h o r i t y  
is b i n d i n g  f r o m  the  t i m e  the p l e d g e  is m a d e  a g a i n s t  an y  
p a r t y  i r r e s p e c t i v e  of  the a c t u a l  n o t i c e .

1 8 . 2 6 . 1 5 0 .  The r e v e n u e  b o n d s  i s s u e d  b y  the a u t h o r i t y  are  
no t  e i t h e r  d i r e c t l y ,  i n d i r e c t l y  o r  c o n t i n g e n t l y  o b l i g a t i o n s  
of the State; t h e y  a r e  p a i d  s o l e l y  f r o m  the r e v e n u e  o f  the  
a u t h o r i t y .

1 8 . 2 6 . 1 6 0 .  The r i g h t s  of b o n d h o l d e r s  to p r o t e c t  i n v e s t m e n t s  
v i a  c o u r t  i n t e r v e n t i o n  is s p e c i f i c a l l y  e s t a b l i s h e d .

18. 26. 170. The a u t h o r i t y  m a y  i n v e s t  ts f u n d s  in p r u d e n t  
i n v e s t m e n t s  as d e f i n e d  in AS 37.10, b u t  m a y  p a y  no  h i g h e r  
p r i c e  f o r  the i n v e s t m e n t s  t h a n  the o f f e r i n g  or  m a r k e t  pr i ce .



1 8 . 2 6 . 1 8 0 .  The b o n d s  ar e l e g a l  s e c u r i t y  f o r  ba nk s ,  t r u s t  
c o m p a n i e s ,  s a v i n g s  a n d  l o a n s  a n d  o t h e r  f i d u c i a r i e s .

1 8 . 2 6 . 1 9 0 .  Th e S t a t e  o f A l a s k a  p l e d g e s  t h a t  it w i l l  not  
a l t e r  o r  l i m i t  the  r i g h t s  v e s t e d  in t h i s  a u t h o r i t y  w i t h  
r e s p e c t  to  o u t s t a n d i n g  o b l i g a t i o n s .

1 8 . 2 6 . 2 0 0 .  The  a u t h o r i t y  s h a l l  k e e p  a c c u r a t e  a c c o u n t i n g  a n d  
s h a l l  m a k e  a r e p o r t  e a c h  y e a r  to the G o v e r n o r  a n d  th e L e g i s l a t u r e .  
T h e  G o v e r n o r  m a y  i n v e s t i g a t e  th e a f f a i r s  o f  the a u t h o r i t y ,  
m a y  e x a m i n e  the p r o p e r t y  a n d  r e c o r d s  of th e  a u t h o r i t y ,  an d 
m a y  p r e s c r i b e  m e t h o d s  o f a c c o u n t i n g  a n d the r e n d e r i n g  of 
p e r i o d i c a l  r e p o r t s  in  r e l a t i o n  to p r o j e c t s  u n d e r t a k e n  b y  the  
a u t h o r i t y .

1 8 . 2 6 . 2 1 0 .  A l l  m e d i c a l  f a c i l i t i e s  are s u b j e c t  to s t a t e  
r e q u i r e m e n t s  for  p u b l i c  b u i l d i n g s  a n d  s t r u c t u r e s .

1 8 . 2 6 . 2 2 0 .  A l l  f a c i l i t i e s  s h a l l  m e e t  s t a t e  l i c e n s i n g  r e q u i r e m e n t s  
a n d  s h a l l  o b t a i n  a c e r t i f i c a t e  of n e e d  b e f o r e  f i n a n c i n g  
u n d e r  t h i s  a u t h o r i t y .

1 8 . 2 6 . 2 3 0 .  Th e b o n d s  o f th e a u t h o r i t y  are  e x e m p t  f r o m  all 
t a x e s  e x c e p t  f o r  gift, i n h e r i t a n c e  a n d  e s t a t e  taxes.
H o w e v e r  r e a l  a n d  p e r s o n a l  p r o p e r t y  t h a t  is l e a s e d  to a t h ir d 
p a r t y  is s u b j e c t  t o al l l o c a l  taxes.

1 8 . 2 6 . 2 4 0 .  A l l  e a r n i n g s  of  t h e  a u t h o r i t y  e x c e s s  to its 
n e e d s  a r e  th e  e x c l u s i v e  p r o p e r t y  o f  the state.

1 8 . 2 6 . 2 5 0 .  The a u t h o r i t y  is no t  a p o l i t i c a l  s u b d i v i s i o n  of 
t h e  s t a t e  for  p u r p o s e s  of  AS 37.10, a m u n i c i p a l  c o r p o r a t i o n  
fo r  p u r p o s e s  o f  A S  29. o r  a s t a t e  a g e n c y  fo r p u r p o s e s  of AS  

37.

18.26.S'.0. D e f i n i t i o n  of terms.



HOUSE BILL 917

Access ib i l i ty  to adequate medical care is not avai lable to al l Alaskans due to 
the lack of certain medical faci l i t ies and the inadequacy of other medical 
s truc tures throughout the State.

Planning su rvey s  indicate a need for additional mental health cen te rs , public 
health centers , faci li t ies for the developmentally d isab led , rehabil itation 
raci l i t ies and d rug abuse and alcoholism treatment faci l i t ies.  Architectura l 
su rveys  of hospitals, nurs ing  homes and intermediate care homes often indicate 
a need for modernization or replacement of many of these faci l i t ies.  As the 
population increases , additions to these faci l it ies may be needed Many of 
Alaska's exist ing faci l it ies do not meet Life Safety requirements and are not 
functional ly designed to operate efficiently or to provide cost sav ings through 
such means as energy conservation.

The intent of House Ril l 917 is to establ ish a means of financing the construction 
and equipping of medical faci l it ies for which a community-based r.r.au has been 
demonstrated. By provid ing an economic mechanism to finance such faci l i t ies,  
efforts to contain spira l ing health care costs could be enhanced. Both munic ipal , 
non-profit and profit-making entities are e l ig ib le to apply to the proposed 
Alaska Medical Faci l i ty Authority for funding, thus enabling all potential 
consumers of serv ice to take advantage of the cost-savings real ized through the 
financing mechanism.

"A n A ct re la tin g  to an A laska Medical F a c ility  A u th o r ity ."

As a part of its efforts to contain r i s ing  health care costs , the Department of 
Health and Social Services is natura l ly concerned about curb ing the unnecessary 
proliferation of medical faci l i t ies.  Section 18.2G.220 stipulates that any medical 
faci l ity assisted in any way by the proposed Medical Faci l i ty Authority would be 
subject to those l icensure and determination of need provisions current ly a 
part of the Alaska Statutes. Any additional requirements promulgated at a 
future date would also need to be satisfied before eligibil ity' for application was 
granted. Even those faci l it ies "grandfathered in" under special provision of 
AS 18.07 must meet the communily-determination of need test before being 
e l ig ib le for funding from the proposed Medical Faci l i ty Authority . These 
provisions not only ass is t the State in guard ing against the over-build ing of 
medical faci l i t ies,  but ensure that those faci l it ies u t i l i z ing this source of State 
support benefit from inclusion in the comprehensive State and regional planning 
process .

The establ ishment of an alternative financing mechanism for non-municipally 
owned medical faci l it ies would ass is t  communities in developing the serv ices 
necessary to meet the health needs of their residents in the most cost-effective 
manner poss ib le .



, CD:

U .
• H
>

a )

Cf )

a

rd

0)
N 4
thano
-VwJ
c
c d

B

Q

c

p H
t'xnn)

r-i

D

O

f t .

V>-'U) j

fd• PM
U

o

C£>

*>}v«J

cd
a
CD

R e c o m m e n d e d  byr . 'D , ou“t
D. Sharon Osborne, Coordinator 

Office of Planning and Research

Ap pr ove d by:

Helen D. Beirne, Commissioner 

Department of Health & Social Services
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LEGISLATIVE AFFAIRS A G E N C Y

N E M 0 R A H D U H

SUBJECT: Medical Facility Authorities (W.O. #25/R) 

TO: The Honorable Lisa Rudd

FROM: Snarman Haley

April 18, 1978

P O U C H Y  - STATE C A P IT O L  

J U N E A U . A L A S K A  953 M  

90/-A6S-3800

Research Analys

1 spoke with Mary Alice Lightle, a finance specialist for the American 

Hospital Association head office in Chicago, about medical facility 
authorities in other states. She informed me that Alaska is one of only, 
four states that do not already have such author ities7 I he oilier three 
are California, Hawaii, and Nevada. There are a few more states in 
which the authorities are not yet active.

The trend toward state medical facility authorities began in 1966 in 

Connecticut. In many states the authorities' jurisdiction includes 

educational facilities as well as health facilities. In a few states 
the industrial development bond act was amended to include health fa­

cilities. A uniform health 'I educational facilities authority act has 
been developed and adopted by -eral states, including South Dakota.

A copy of the South Dakota statu e is attached. A copy of the uniform 
act is in the mail to me, along with a membership list for the Council 

of State Health Facility Financing Authorities, and an information sheet 
listing all fifty states.

I expect you will have Further questions on particular aspects of this 
subject, so please let me know your wishes.

Sll:dh
Attachment



A p r i l  12 , 1978

R e p r e s e n t a t i v e  L i s a  Rudd, C h a i r m a n  
H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  

C o m m i t t e e  
P o u c h  V
Ju n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  Rudd:

W e  the u n d e r s i g n e d ,  r e p r e s e n t i n g  v a r i e d  p u b l i c  a n d  p r i v a t e  i n t e r e s t s  in o u r  
c o m m u n i t y ,  a r e  in s u p p o r t  of H o u s e  Bi l l 917. T h i s  act, c r e a t i n g  a b o n d i n g  
m e c h a n i s m  to p r o v i d e  a d d i t i o n a l  a l t e r n a t i v e s  to m e d i c a l  f a c i l i t i e s  for i s s u i n g  
b o n d s  u n d e r  a S t a t e  a u t h o r i t y ,  is a n e c e s s i t y  in the F a i r b a n k s  a r e a  a n d  in 
o t h e r  a r e a s  t h r o u g h o u t  the State. T h i s  a c t w o u l d  p r o v i d e  a m e c h a n i s m  for 
F a i r b a n k s  M e m o r i a l  H o s p i t a l  to f i n a n c e  its n e w  a d d i t i o n  a n d  th u s w o u l d  save 
an a p p r o x i m a t e  s i x  m i l l i o n  d o l l a r s  in i n t e r e s t  c o s t s .  W e  a r e  e x t r e m e l y  
s u p p o r t i v e  of H o u s e  Bill  917 a n d  u r g e  y o u r  c o m m i t t e e  to take i m m e d i a t e  a c t i o n  
on th is  bill.
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R e p r e s e n t a t i v e  L i s a  Rudd, C h a i r m a n  
H o’use  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  

C o m m i t t e e  
P o u c h  V
J u n e a u ,  A K  9 98 11

D e a r  R e p r e s e n t a t i v e  Rudd:

W e  the  u n d e r s i g n e d ,  r e p r e s e n t i n g  v a r i e d  p u b l i c  a n d  p r i v a t e  i n t e r e s t s  in o u r  
c o m m u n i t y ,  a r e  in s u p p o r t  of H o u s e  B i l l  917. T h i s  act, c r e a t i n g  a b o n d i n g  
m e c h a n i s m  to p r o v i d e  a d d i t i o n a l  a l t e r n a t i v e s  to m e d i c a l  f a c i l i t i e s  for i s s u i n g  
b o n d s  u n d e r  a S t a t e  a u t h o r i t y ,  is a n e c e s s i t y  in the F a i r b a n k s  a r e a  a n d  in 
o t h e r  a r e a s  t h r o u g h o u t  the St ate . T h i s  ac t  w o u l d  p r o v i d e  a m e c h a n i s m  for 
F a i r b a n k s  M e m o r i a l  H o s p i t a l  to f i n a n c e  its n e w  a d d i t i o n  a n d  t h u s  w o u l d  s a v e  
an  a p p r o x i m a t e  si x  m i l l i o n  d o l l a r s  in i n t e r e s t  co st s.  W e  a r e  e x t r e m e l y  
s u p p o r t i v e  o f  H o u s e  Bi l l 917 an d  u r g e  y o u r  c o m m i t t e e  to t a k e  i m m e d i a t e  a c t i o n  
o n  t h i s  bill.
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A p r i l  12, 1978

R e p r e s e n t a t i v e  L i s a  Ru dd, C h a i r m a n  
H o u s e  C o m m u n i t y  a nd  R e g i o n a l  A f f a i r s  

C o m m  i. t tee 
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  Rudd:

W e  t h e  u n d e r s i g n e d ,  r e p r e s e n t i n g  v a r i e d  p u b l i c  a n d  p r i v a t e  i n t e r e s t s  in  o u r  
c o m m u n i t y ,  a r e  in  s u p p o r t  of H o u s e  B i l l  917. T h i s  act, c r e a t i n g  a b o n d i n g  
m e c h a n i s m  to p r o v i d e  a d d i t i o n a l  a l t e r n a t i v e s  to m e d i c a l  f a c i l i t i e s  for i s s u i n g  
b o n d s  u n d e r  a S t a t e  a u t h o r i t y ,  is a n e c e s s i t y  in the F a i r b a n k s  a r e a  a n d  in 
o t h e r  a r e a s  t h r o u g h o u t  the St ate . T h i s  a c t w o u l d  p r o v i d e  a m e c h a n i s m  for 
F a i r b a n k s  M e m o r i a l  H o s p i t a l  to f i n a n c e  its n e w  a d d i t i o n  a n d  t h u s  w o u l d  s a v e  
an a p p r o x i m a t e  s i x  m i l l i o n  d o l l a r s  in i n t e r e s t  co s t s .  W e  a r e  e x t r e m e l y  
s u p p o r t i v e  o f  H o u s e  B i l l  917 a n d  u r g e  y o u r  c o m m i t t e e  to t a k e  i m m e d i a t e  a c t i o n  
on t h i s  bill.
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M E M O R A N D U M M a y  15, 1 9 7 8

SUBJECT:

TO:

FROM:

CSHB 917,  e s t a b l i s h i n g  t h e  A l a s k a  M e d ic a l  
F a c i l i t y  A u t h o r i t y  (W.O. #5518)

,r
R e p r e s e n t a t i v e  C h a r l e s  H . v P a r r ,  Chairm an 
H e a l t h ,  E d u c a t i o n  and S q c I s l I  S e r v i c e s  Committee

Jo h n  B. Chenow e g i s l a t i v e  C o u nse l

You hav e  a s k e d  f o r  a r e s p o n s e  t o  two p o i n t s  o f  o b j e c t i o n  
made w i t h  r e s p e c t  t o  CSHB 917 by A1 Comosso, A d m i n i s t r a t o r  
o f  A n c h o r a g e ' s  P r o v i d e n c e  H o s p i t a l .  N e i t h e r  o f  t h e  w r i t e r ' s  
o b j e c t i o n s ,  t'" my m ind ,  a s s e r t s  a v a l i d  p o i n t  o f  o p p o s i t i o n  
w h ic h  i s  o f  c o n s t i t u t i o n a l  d im e n s io n .

Mr. Comosso’ s t e l e g r a m  s t a t e s  t h a t  t h e  c o m m i t t e e  s u b s t i t u t e  
" i s  p h i l o s o p h i c a l l y  c o n t r a r y  t o  e x i s t i n g  [ s t a t e ]  c o n f l i c t  o f  
i n t e r e s t  l e g i s l a t i o n "  i n  t h a t  i t  p e r m i t s  b o a r d  members t o  
b e n e f i t  f rom d e c i s i o n s  o f  t h e  a u t h o r i t y  b o a r d  m e r e l y  a f t e r  
t h e  d i s c l o s u r e  o f  t h e  i n t e r e s t .  I 'm  n o t  s u r e  wha t  o b j e c t i o n  
o f  c o n s t i t u t i o n a l  p r o p o r t i o n  i s  s u g g e s t e d .  No c o n s t i t u t i o n a l  
p r o v i s i o n  m a n d a te s  t r e a t m e n t  o f  c o n f l i c t s  b e tw e e n  p u b l i c  
s e r v i c e  and p r i v a t e  i n t e r e s t s  i n  a l l  m a t t e r s  i n v o l v i n g  s t a t e  
b o a r d  o r  com m iss ion  members i n  one p a r t i c u l a r  f a s h i o n ;  no 
p r o v i s i o n  b a r s  t h e  i d e n t i f i c a t i o n  o f  c o n f l i c t i n g  i n t e r e s t s  
and  t h e  manner o f  t h e i r  d i s p o s i t i o n .  The means by which 
c o n f l i c t s  o f  i n t e r e s t  a r e  h a n d l e d  i s ,  i n  t h i s  i n s t a n c e ,  f o r  
l e g i s l a t i v e  d e t e r m i n a t i o n ;  d i s p o s i t i o n  may, b u t  n e ed  n o t ,  
f o l l o w  t h e  " p h i l o s o p h y "  o f  e x i s t i n g  l e g i s l a t i o n  on th e  
s u b j  e c t .

The s e co n d  o b j e c t i o n  c o n c e r n s  AS 1 8 . 2 6 . 1 4 0 ,  ad d ed  i n  s e c t i o n  
1 o f  t h e  b i l l .  T h a t  s e c t i o n  e s t a b l i s h e s  a  p r i o r i t y  f o r  
r e v e n u e s  p l e d g e d  o v e r  s u b s e q u e n t  c l a im s  a r i s i n g  i n  t o r t  o r  
c o n t r a c t :



R e p r e s e n t a t i v e  C h a r l e s  H. P a r r

M a y  15, 1 9 7 8

P a re  2

S ec .  1 8 . 2 6 . 1 4 0 .  PLEDGE OF REVENUES. Any p l e d g e  
o f  r e v e n u e  o r  o t h e r  money, o b l i g a t i o n s ,  o r  a s s e t s  by 
t h e  a u t h o r i t y  i s  b i n d i n g  f ro m  t h e  t im e  t h e  p l e d g e  i s  
made a s  a g a i n s t  any  p a r t i e s  h a v i n g  s u b s e q u e n t  c l a im s  i n  
t o r t ,  c o n t r a c t ,  o r  o t h e r w i s e ,  i r r e s p e c t i v e  o f  w h e th e r  
t h o s e  p a r t i e s  have  a c t u a l  n o t i c e  o f  t h e  p r i o r  p l e d g e .
The p l e d g e  must  be n o t e d  i n  t h e  b o a r d ' s  m in u te  book and 
i s  c o n s t r u c t i v e  n o t i c e  t o  a l l  p a r t i e s .  N e i t h e r  t h e  
r e s o l u t i o n  n o r  o t h e r  i n s t r u m e n t  by w h ich  a p l e d g e  i s  
c r e a t e d  n e e d  be o t h e r w i s e  r e c o r d e d ,  n o r  i s  t h e  f i l i n g  
o f  any  f i n a n c i n g  s t a t e m e n t  u n d e r  t h e  U niform  Commercial  
Code o r  o t h e r  law  r e q u i r e d  t o  p e r f e c t  t h e  p l e d g e .
R evenue ,  r e n t ,  o r  o t h e r  money, o b l i g a t i o n s ,  o r  a s s e t s  
so  p l e d g e d  and l a t e r  r e c e i v e d  by t h e  a u t h o r i t y  a r e  
i m m e d i a t e l y  s u b j e c t  t o  t h e  l i e n  o f  t h e  p l e d g e  w i t h o u t  
a ny  p h y s i c a l  d e l i v e r y  o r  f u r t h e r  a c t .

The a u t h o r  o f  t h e  t e l e g r a m  s u g g e s t s  t h a t  t h e  s e c t i o n  may 
v i o l a t e  a r t .  1, s e c .  15 c f  t h e  s t a t e  c o n s t i t u t i o n :

PROHIBITED STATE ACTION. No b i l l  o f  a t t a i n d e r  o r  ex 
p o s t  f a c t o  lav; s h a l l  be  p a s s e d .  No lav; i m p a i r i n g  t h e  
o b l i g a t i o n  o f  c o n t r a c t s ,  and  no law m aking any i r r e v o ­
c a b l e  g r a n t  o f  s p e c i a l  p r i v i l e g e s  o r  i m m u n i t i e s  s h a l l  
be p a s s e d . No c o n v i c t i o n  s h a l l  work c o r r u p t i o n  oTT-  
b l o o d  o r  f o r f e i t u r e  o f  e s t a t e .  (Emphasis  a d d e d . )

I t  si ->uld be  n o t e d ,  a t  t h e  o u t s e t ,  t h a t  p l e d g e  p r o v i s i o n s  
c o m p a r a b le  t o  AS 1 8 .2 6 .1 4 0  a r e  common i n  l e g i s l a t i o n  g o v e r n i n g  
t h e  m anner  o f  o p e r a t i o n  o f  f a c i l i t y  f i n a n c i n g  a u t h o r i t i e s  i n  
A l a s k a  ( s e e ,  f o r  ex am p le ,  AS 4 4 . 5 8 . 3 5 0 ,  r e l a t i n g  to  th e  
A l a s k a  M u n i c i p a l  Bond Bank A u t h o r i t y ;  AS 4 4 . 6 1 . 1 1 0 ,  r e l a t i n g  
to  t h e  A l a s k a  I n d u s t r i a l  Developm ent  A u t h o r i t y ;  AS 1 8 . 5 6 . 1 2 0 ,  
r e l a t i n g  to  t h e  A l a s k a  H ous ing  F i n a n c e  C o r p o r a t i o n ) . By t h e  
t e rm s  o f  s e c .  140, a s  i n  t h e  c o m p a r a b le  s e c t i o n s  o f  th e  
o t h e r  a c t s ,  r e v e n u e s  p l e d g e d  may be so  encum bered  o n l y  i n  
f u r t h e r a n c e  o f  t h e  c o r p o r a t e  p u r p o s e s  o f  th e  r e s p e c t i v e  
a u t h o r i t y .

The r e v e n u e  p l e d g e  p r o v i s i o n  o f  s e c .  140 i n t e r p o s e s  no c o n ­
s t i t u t i o n a l  o b j e c t i o n  fo u n ded  upon im p a i rm e n t  o f  c o n t r a c t  
u n d e r  t h e  s t a t e  c o n s t i t u t i o n a l ,  p r o v i s i o n  c i t e d .  As the  
s e c t i o n  i n d i c a t e s ,  t h e  p l e d g e  o f  r e v e n u e  c o n s t i t u t e s  a l i e n  
a g a i n s t  a s s e t s  o f  t h e  A u t h o r i t y  w i t h  r e s p e c t  t o  the  d i s ­
c h a r g e  o f  t h e  u n d e r l y i n g  o b l i g a t i o n  ( p r e s u m a b ly  a d e b t
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o b l i g a t i o n ) , t h e r e b y  p r o v i d i n g  t h e  c r e d i t o r  ( i f  a  d e b t  o b l i ­
g a t i o n ,  t h e  l e n d e r  o r  b o n d h o l d e r )  a  m e a su re  o f  a d d i t i o n a l  
s e c u r i t y  i n  t h e  a s s e t s  o f  t h e  a u t h o r i t y  w h ic h  i s  s u p e r i o r  a s  
a g a i n s t  a l l  o t h e r s ,  e x c e p t ,  a s  w i t h  l i e n  l aw  g e n e r a l l y ,  
t h o s e  who h o l d  p r i o r  l i e n s  on t h e  p r o p e r t y .  The l i e n ,  w h ic h  
i s  a  p l e d g e  o f  r e v e n u e  o r  o t h e r  a s s e t  o f  t h e  A u t h o r i t y ,  i s ,  
i n  t h i s  i n s t a n c e ,  m a t e r i a l  n o t  to  an o b l i g a t i o n  o f  th e  
c o n t r a c t  b u t  r a t h e r  t o  s e c u r e  t h e  e n f o r c e m e n t  o f  t h e  r e p a y ­
ment p r o v i s i o n s  o f  t h e  c o n t r a c t ,  a f e a t u r e  c h a r a c t e r i s t i c  o f  
r e v e n u e  b o n d in g  p r o c e d u r e s  i n v o l v i n g  no p l e d g e  o f  t h e  f u l l  
f a i t h  and c r e d i t  o f  t h e  i s s u i n g  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n

I t  i s  w e l l  s e t t l e d  law ,  b o t h  i n  f e d e r a l  c o u n t s  w i t h  r e s p e c t  
to  i n t e r p r e t a t i o n  o f  t h e  c o m p a rab le  f e d e r a l  p r o v i s i o n  (U. S.  
C o n s t i t u t i o n ,  A r t .  I ,  s e c .  10) and i n  s t a t e  c o u r t s  w i t h  
r e s p e c t  t o  c o m p a ra b le  s t a t e  c o n s t i t u t i o n a l  p r o v i s i o n s  
p r o h i b i t i n g  im p a i rm e n t  o f  c o n t r a c t ,  t h a t  a  s t a t e ,  by l e g i s ­
l a t i v e  a c t ,  may p r o v i d e  f o r  t h e  a l t e r a t i o n  o f  r e m e d ie s  
a v a i l a b l e  t o  p a r t i e s  t o  e n f o r c e m e n t  o f  r i g h t s  i n  c o n t r a c t s  
w i t h o u t  i n t e r f e r i n g  w i t h  t h e  u n d e r l y i n g  o b l i g a t i o n s ,  r i g h t s ,  
and  i n t e r e s t s .  G e n e r a l l y ,  i t  i s  enough ,  i n  t h e  f i n a l  
i n s t a n c e ,  i f  t h e  remedy r e m a i n i n g  a f t e r  a l t e r a t i o n  i s  
a d e q u a t e  and s u f f i c i e n t .

I t  i s  n o t  t r u e  t h a t  AS 1 8 . 2 6 . 1 4 0  " p e r m i t s  t h e  [ p r o p o s e d  
A l a s k a  M e d ic a l  F a c i l i t y ]  A u t h o r i t y  to  n o t  be  f i n a n c i a l l y  
r e s p o n s i b l e  f o r  b r e a c h e s  o f  c o n t r a c t  o r  t o r t s . "  What i s  
p r o v i d e d  i s  a g e n e r a l  scheme o f  p r i o r i t i z a t i o n  a s  among 
b o n d h o l d e r s ,  g e n e r a l  c r e d i t o r s  and o t h e r s  who may b r i n g  
c l a i m s  n g a i n s t  t h e  A u t h o r i t y  by w h ic h ,  w heneve r  a p l e d g e  
o f  r e v e n u e  o r  o t h e r  a s s e t  i s  g iv e n  by t h e  A u t h o r i t y  i n  
f u r t h e r a n c e  o f  i t s  p u r p o s e s  and r e c o r d e d  i n  t h e  manner 
r e q u i r e d ,  c o n s t r u c t i v e  n o t i c e  o f  t h e  p l e d g e  o f  r e v e n u e  i s  
p r o v i d e d  t o  a l l  p a r t i e s  e n t e r i n g  s u b s e q u e n t  c l a i m s  o f  t h e  
s u b o r d i n a t i o n  o f  t h e i r  r i g h t s  i n  t h o s e  same a s s e t s  to  t h e  
e x t e n t  o f  t h e  p l e d g e .  Given t h e  p u b l i c  p u r p o s e  f o r  w h ich  
t h e  A u t h o r i t y  i s  p r o p o s e d  and t h e  n e ed  t o  p r o t e c t  t h e  b o nd ­
h o l d e r s  and a l l  o t h e r  c r e d i t o r s  o f  t h e  A u t h o r i t y ,  I  have  no 
d o u b t  t h a t  d e t e r m i n a t i o n  o f  p r i o r i t i e s  i n  t h e  manner  p r o ­
v i d e d  i n  s e c .  140 would  be  u p h e ld  a g a i n s t  a n y  c l a i m  fo u nd ed  
upon a l l e g e d  im p a i rm e n t  o f  c o n t r a c t  u n d e r  A r t .  I ,  s e c .  15 o f  
t i ie  s t a t e  c o n s t i t u t i o n .

J B C :h jd



L E G I S L A T I V E  R E V I E W  & R E C O M M E N D A T I O N S  
O F  T H E  L E G I S L A T I V E  A D V I S O R Y  C O M M I T T E E  /  / )  ,  \

O F  T H E  M U N I C I P A L  H E A L T H  C O M M I S S I O N

1. B i l l  n u m b e r  a n d  topic: H o u s e  B i l l  917 - A l a s k a  M e d i c a l
F a c i l i t y  A u t h o r i t y .

2. W h a t  is th e c u r r e n t  s t a t u s  of  the B i l l ?  P r e s e n t l y
in  H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  w i t h  a d d i t i o n a l  
r e f e r r a l  to H o u s e  HESS.
W h a t  is t h e  t i m e  f r a m e  fo r i n f l u e n c i n g  the  b i l l ' s  o u t c o m e  
the  t h i s  c o m m i t t e e  or  c o m m i s s i o n ?  T h i s  l e g i s l a t i v e  session.

3. W h a t  d o e s  the b i l l  d o ?  P r o v i d e s  for  an  o r g a n i z a t i o n
in  th e s t a t e  g o v e r n m e n t  that w i l l  f u n c t i o n  as a m e c h a n i s m  
t h r o u g h  w h i c h  m e d i c a l  f a c i l i t i e s  ( p r o p o s e d  or e x i s t i n g )  
c a n  o b t a i n  f i n a n c i n g .

4. W h o  d o e s  it a f f e c t ?  E x i s t i n g  a n d  p r o p o s e d  m e d i c a l  
f a c i l i t i e s  a n d  s t a t e  ta xpa ,:rs.

5. H o w  m u c h  d o e s  it c o s t ?  U n k n o w n .

6. Is it d i r e c t e d  to a s p e c i f i c  g e o g r a p h i c  a r e a ?  No.

7. Is it d i r e c t e d  to a s p e c i f i c  g r o u p ?  Yes.
W h o ? O w n e r s  a n d  o p e r a t o r s  of  e x i s t i n g  an d p r o p o s e d  
m e d i c a l  f a c i l i t i e s .  H o w  do e s it a f f e c t  e t h e r s ?  M a y  
a f f e c t  the p u b l i c  t h r o u g h  i n c r e a s e d  taxes.

8. W h a t  a r e  its s t r e n g t h s ?  A l t e r n a t i v e  (public) m e c h a n i s m  
f o r  f i n a n c i n g  m e d i c a l  f a c i l i t i e s .

9. W h a t  a r e  its d r a w b a c k s ,  w e a k n e s s e s ?  1) T r a n s f e r s  to 
the S t a t e  the r e s p o n s i b i l i t y  of p r i v a t e  m e d i c a l  f a c i l i t y  
to o b t a i n  f u n d in g.  W e  q u e s t i o n  this u s e  of p u b l i c  
a s s e s t s  to e n h a n c e  p r i v a t e  e n t e r p r i s e .
2) C o u l d  b e  c o s t l y  to the s t a t e  t a x p a y e r s .
3) Is a n  a d d e d  l a y e r  of  b u r e a u c r a c y .
4) T h e  B o a r d  o f  D i r e c t o r s  are  a p p o i n t e d  r a t h e r  t h a n  elected.
5) A l r e a d y  h a v e  a s t a t e  a n d  f e d e r a l  l e g i s l a t i o n  th at  
a d d r e s s e s  a n d  p r o v i d e s  two p l a n n i n g  o r g a n i z a t i o n s  that 
d e a l  s p e c i f i c a l l y  w i t h  h e a l t h  f a c i l i t i e s  a nd  p r o g r a m s .
T h i s  l e g i s l a t i o n  i s n o r e s  t h os e p l a n n i n g  bo d i e s .
6) M a y  h a v e  a d v e r s e  a f f e c t s  on the d e v e l o p m e n t  of  m e d i c a l  
f a c i l i t i e s  .

10. Is t h e  i d e a  n e w ?  No.
A r e  t h e r e  p r e c e d e n t s ?  Yes.
W h e r e :  F e d e r a l  P u b l i c  Law.

11. H o w  w o u l d  this b i l l  a f f e c t  the A n c h o r a g e  H e a l t h  S e r v i c e s  
P l a n ?  W o u l d  a f f e c t  the A n c h o r a g e  H e a l t h  S e r v i c e s  P l a n  
a d v e r s l y .

12. W h a t  is the  C o m m i t t e e ' s  r e c o m m e n d a t i o n ?  T h a t  H B  917 

n o t  b e c o m e  l a w  fo r  the f o l l o w i n g  r e a so ns :
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A p r i l  25, 1978 

L i s a  Rudd

The L e g i s l a t i v e  A d v i s o ry  Committee  o f  t h e  
M u n i c i p a l  H e a l t h  Commission

House B i l l  917

He a t t e m p t e d  t o  s e n d  comments on House B i l l  917 f o r  t h e  p u b l i c  
h e a r i n g  s c h e d u l e d  by y o u r  co m m it tee  on F r i d a y ,  A p r i l  21. 
U n f o r t u n a t e l y ,  t h e  p u b l i c  h e a r i n g  was o v e r  b e f o r e  we w ere  
a b l e  t o  t e l e x  t h e  i n f o r m a t i o n  to  you .  We w ere  i n f o r m e d  by 
y o u r  l e g i s l a t i v e  a s s i s t a n t  t h a t  t h e  c o m m it tee  would  a c c e p t  
comments on House B i l l  917 t h r o u g h  mid week.  Found a t t a c h e d  
i s  t h e  L e g i s l a t i v e  Review and Recommendations we d e v e l o p e d  
on House B i l l  917.  We hope y o u r  c o m m it tee  w i l l  c o n s i d e r  
o u r  i n p u t  b e f o r e  m aking  any d e c i s i o n s  on t h i s  b i l l .



1) It t r a n s f e r s  to the  S t a t e  the r e s p o n s i b l i t y  of
a p r i v a t e  m e d i c a l  f a c i l i t y  to o b t a i n  f u n d i n g .  W e  
q u e s t i o n  th is  u s e  of p u b l i c  a s s e t s  to e n h a n c e  
p r i v a t e  e n t e r p r i s e .

2) It c r e a t e s  a n  a d d e d  l a y e r  of b u r e a u c r a c y .

3) T h e  B o a r d  o f D i r e c t o r s  are a p p o i n t e d  r a t h e r  t h a n  electe d.

4) M a y  be c o s t l y  to the S t a t e  t a x p a y e r s .  A n y t i m e  a n e w  o f f i c e  
is e s t a b l i s h e d  s e c r e t a r i e s  m u s t  b e  h i r e d ,  p h o n e s  
e n s t a l l e d ,  l e t t e r h e a d  p r i n te d,  p u b l i c  a n n o u n c e m e n t s
m a d e  etc. A n  o f f i c e  to s u p p o r t  the M e d i c a l  F a c i l i t y  
A u t h o r i t y  w o u l d  t h e r e f o r e  b e c o s t l y  to the S t a t e  
t a x p a y e r s .  A d d i t i o n a l l y ,  w i t h  this l e g i s l a t i o n  a l l o w i n g  
the S t a t e  to m a n a g e  a n d  o p e r a t e  a m e d i c a l  f a c i l i t y  
as w e l l  as p u r c h a s e  a n d / o r  c o n s t r u c t  r e a l  o r  p e r s o n a l  
p r o p e r t y ,  th e c o s t s  a n d  e x p e n s e s  i n c u r r e d  w o u l d  
d i r e c t l y  a f f e c t  the S t a t e  b ud ge t.  T h e  p o t e n t i a l  for 
co s t  to the S t a t e  t a x p a y e r s  in this c a s e  is o v e r w h e l m i n g .

5) M a y  h a v e  a d v e r s e  a f f e c t s  on the d e v e l o p m e n t  o f  m e d i c a l  
f a c i l i t i e s .  C r i t e r i a  does not  e x i s t  in thi s l e g i s l a t i o n  
f or s e l e c t i o n  of the f a c i l i t i e s  or g e o g r a p h i c  a r ea s 
th a t w o u l d  b e n e f i t  f r o m  this l e g i s l a t i o n .  T h o s e  not 
s e l e c t e d  c o u l d  b e  a d v e r s e l y  a f f e c t e d  by  the S t a t e s  
a c t i o n .

6). T h e r e  e x i s t s  S t a t e  a n d  F e d e r a l  l e g i s l a t i o n  that 
a d d r e s s e s  a n d  p r o v i d e s  for p l a n n i n g  o r g a n i z a t i o n s ,
H e a l t h  S y s t e m s  A g e n c i e s ,  that d e a l  s p e c i f i c a l l y  w i t h  
h e a l t h  f a c i l i t i e s  a n d  p r o g r a m s .  T h e  H e a l t h  S y s t e m s  
A g e n c i e s  p r e s e n t l y  t h r o u g h  t h ei r r e v i e w  a n d  p l a n n i n g  
p r o c e s s  a s s e s s  the n e e d  for m e d i c a l  f a c i l i t i e s  
t h r o u g h o u t  the state. T h i s  p r o p o s e d  l e g i s l a t i o n  
i g n o r e s  t h e s e  p l a n n i n g  b o d i e s  a n d  t h e i r  o r d e r l y  
p l a n s  a n d  p r o c e s s e s  for m e d i c a l  f a c i l i t y  d e v e l o p m e n t .
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