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The Honorable Michael F. Beirne 
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Dear Representative Befrne:

Enclosed Is our report on the physical plant condltloi ' of Alaska's rural 
hospitals and nursing homes. This report complements our Initial report on 
construction needs among the state's 200 clinics which we recently provided 
to you. Both inventories were supported by a capital appropriation made to 
the Department by the Legislature for fiscal year 1982.

These reports were prepared to assist us 1n our long range planning as well 
as to guide the state in considering resource allocations for health facility 
construction. This increasing trend toward state assistance In health facility 
construction underscores the need for a systematic approach to allow the most 
urgent needs to be met 1n a timely manner.

A complete set of the individual inventories is being placed on file with 
the State Library, the Legislative • ibrary, and a full set of reports 1s also 
available for review 1n the Division of State Health Planning and Development. 
We are providing to your committee a full set of the Individual Inventories 
for use by committee mergers and other memoers of the House.

If you have any questions or comnents on this report, you may wish to contact 
Phoebe A. Lindsey, Director of the Division o f State Health Planning and 
Development at 465-3038.

Sincerely,

Helen D. Belrne 
Commissioner
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INTRODUCTION

Ensuring access to and availability of care is an important planninq responsibllty 

of the State of Alaska. The needs for and adequacy of health care facilities, 

manpower, services and equipment are all important considerations in determining 

an appropriate health care delivery system for Alaska.

With the support of a 1981 legislative appropriation, the Department of Health 

and Social Service? has conducted an inventory of 15 rural hospitals and nursing 

homes ano a survey of more than 200 clinics 1n the State to assess their physical 

plant condition and functional adequacy. This report describes the inventory 

design and process, the findings, and alternative construction funding sources.

In a separate effort, the Department surveyed all health clinics in the State 

and has provided an initial report on the needs for clinic construction to the 

legislature.

Information provided 1n these reports is intended to serve as a guide 1n determining 

an appropriate level of State support for health facility construction, since the 

number and size of construction aid requests and/or appropriations are 1ncreas1nq 

each year. Cost estimates are provided to outline the dimension of construction 

need, but cannot be interpreted as a recommended level of State support.

I. HEALTH FACILITY INVENTORY DESIGN AND IMPLEMENTATION

The Need for a Health Facility Inventory

The Department of Health and Social Services has become Increasingly aware that 

many health care facilities, particularly rural hospitals and nursing homes.



are in need of renovation or replacement. This awareness has sharpened as the 

Department fulfills its responsibilities for review and approval of facility 

construction plans, for issuing construction licenses, for annual operational 

licensure surveys, for certification for Medicare and Medicaid reimbursement 

and in analyzing applications for certificate of need. Knowledge that there 

were significant needs for upgrading facilities was accompanied by an awareness 

that many communities were unable to undertake hospital or nursing home renova­

tions because the community's economic base could not support the total costs.

The Department initially outlined its concerns related to health facility 

construction and operation in a 1981 report to the Legislature on health facility 

revenue sharing.

Designing the Inventory

As a result of an appropr*atlon by the 1981 Legislature to inventory health 

facilities, the Department defined its scope as those rural hospitals and 

nursing homes designated as Level III facilities 1n t.he State Health Plan.

This designation includes communities with sufficient population and health 

care services, manpower, equipment and facilities to provide basic hospital 

services and long term care services. The Inventory was limited to these 

communities because construction, llcenslnq and certification staffs had 

Identified major deficiencies In these facilities which communities had been 

unable to correct. These deficiencies Included:

- Building, fire and life safety code violations;

- Lack of adequate mechanical ventilation to patient care areas:

- Mechanical and electrical inadequacies resulting from acquisition 

and use of modern equipment which places higher demands on original 

mechanical and electrical systems;
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- Structural constraints which inhibit facility flexibility to respond 

to changes 1n health care practices, patterns of use, medical 

technology and community attitudes;

- Space shortages resulting from increased complexity of information 

processing and records storage requirements;

- Space shortages resulting from more medical equipment;

- Storage shortages related to greater use of disposables rather than 

reuseable Items.

Changes in service area populations (growth or decreases) m.difyinq 

needs for space.

To determine interest in narticipatlng 1n the survey, the Department contacted 

all rural hospitals and nursing homes to advise them of the survey and to 

request their participation. Anchorage and Fairbanks hospitals were not 

Included as they are not considered rural facilities and were not 

experiencing code compliance correction Issue' faced by rural faclHtes.

For-profit facilities such as Nakoyia Health Care Center 1n Anchorage and 

Careage North in Fairbanks were also excluded since they are not ellqible 

for State assistance. All rural hospitals and nursing homes elected to 

participate In the inventory with the exception of Valley Hospital 1n 

Palmer, since financing had been secured for renovation/replacement of the 

facility and project deslqn was in proqress. Sitka Community Hospital also 

declined to participate since construction of a replacement facility was unde-way.
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Conducting the Inventory

Once the listing of facilities to be inventoried had been finalized, the 

Department of Health and Social of Services issued a Request for Propcsal 

to architectural firms for the completion uf an on-site Inventory and evaluation 

survey of fifteen rural health care facilities 1n the State.

The purpose of the survey 1s two-fc.d: 1) to develop a detailed record

of the current condition of each subject facility, emphasizing physical 

condition and functional adequacy: and, 2) based on an analysis of those 

current conditions and any anticipated future developments (expressed 1n 

long-rang? plans, and certificate of need applications, for example), to formulae 

recommended activities for the correction of noted deficiencies and provide 

preliminary cost estimates for the recommended activites.

The inventory and condit.c.i survey was organized into three basic phases:

Phase One: Pre-inventory Activity

The first phase consisted of pre-inventory activity Includlnq:

- preparation of request for proposals

- selection of architectural firm

- initial consultation with selected firm

- collection and review of available documents/plans

- confirmation of site visit schedule

- development of forms and questionnaires

- final coordination meeting between architectural firm and DHSS
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Phase Two: On-site inventory

The second phase included all the cr.-al^e inventory activity. To accomplish 

this portion of the work in the limited timt avaiTible, two survey teams were 

formed, each with a hospital systems planner, an architectural investigator, 

a mechanical investigator, and an electrical investigator. The facilities 

surveyeJ were divided into an eastern region and a we.'terr. region with one 

survey team assigned to each region. Pre-determ1ned survey formats were used 

to assure consistency between the two regions.

Each site survey consisted of the following steps:

Document Review:

Examination of existing documents includinq plans, code reviews, per­

tinent facilities board actions, pending physical plant changes,

fire marshal reports, licensing agency recommendations and lor ranae 

plans.

Staff Interview:

An interview session Includinq representatives from the facility's 

administration and medical staff (as deemed appropriate by the facility's 

administrator).

Facility Examination:

The su. vey team Inspected all portions of the fac1 ity to qather first­

hand information on all systems. Standardized forms and checklists 

were used to assure thorough Investigation and standardized reportlna. 

Field notes were used to itemize deficiencies not covered by the stand­

ardized forms and checklists.
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Final Meeting:

A final meeting was held with the facility's administrator to communi­

cate the results of the facility examination, preliminary findings of 

the team, and to discuss the nature of the report.

Phase Three - Evaluation of Reports

The third phase of the inventory and condition survey Included the evaluation 

of collected data, and preparation and submission of draft reports. The 

Health Resources Development Section of the Division of State Health Planning 

and Development, DHSS analyzed several drafts and worked with the consulting 

architectural firm toward the completion and printing of the report.

II. OVERVIEW OF SURVEYED FACILITIES

During Its evaluation of the physical facilities of each hospital/nursinq home 

the architectural team discovered a number of seriou; deficiencies. Generally, 

the deficiencies result from advances and changing techniques 1n the medical 

field, coupled with more stringent buildlnq, fire and life safety codes which 

have been adopted ever the years si construction of the facilities. Space 

and flexibility limitations in the facilities were also judged to be Important 

deficiencies and were considered In arriving at the recommendations tor 

corrective measures.

The maJorit> nursing units wert* found to lack required electrical capacity, 

mechanical ventilation systems and nurse call systems. Surgical units



In some hospital facilities were found not to meet minimum area requirements 

arid to he poorly ventilated. Often the surgical areas were laid out 1n a 

manner providing undesirable circulation patterns which created cross­

contamination problem-,.

Advanced laboratory and treatment equipment Is increasingly being placed In 

service at the facilities. Usage of the radlolrgy and laboratory units 

the facilities Is also Increasing. These areas require larqe amounts of 

mechanical and electrical service to accommodate these Increases. Host of 

the facilities surveyed were drastically short on space In these areas.

Most of the older facilities provide Insufficient waiting areas for outpatients, 

causing the use of corridors, foyers, and other access areas for waltlnq 

areas. These conditions result In l.fe Safety Code violations.

Many f a c i l i t i e s  have found i t  necessary to  s to re  medical equipment In co r r id o rs  
due to the lack o f storage space, thus compounding c i rc u la t io n  problems.

New ob s te t r ic a l p rac t ices such as "b ir th ing  rooms" and "rooming In" have 
become popular in recent years causing chanqes 1n space requlrments f o r  
o b s te t r ic a l areas.

Administration areas in most f a c i l i t i e s  are cramped, with records storaqe 
space lack ing . As these f a c i l i t i e s  convert to  the use o f  computerli-*d data 
storage syst-jns, th is  problem w i l l  Increase due to the sophisticated 
mechanical and e l e c t r l . a l  requirements f o r  th is  equipment. R e t ro f i t t in g  most 
f a c f l l t e s  to handle t h l ;  type o f equipment w i l l  be c o s t ly  and d i f f i c u l t .

Bringing some o f  the survey*! f a c i l i t i e s  In to compliance with .he governing



mechanical and e le c t r i c a l  codes Is expected to  be more c o s t ly  than new 
construc t ion . This 1s due, 1n p a r t ,  to a lack o f  physical space In which to 
I n s t a l l  the required systems. Examples o f  th is  are:

The existence o f  concrete f l o o r  s lab-on-grade construction , where the 
f l o o r  would have to be removed to In s t a l l  new plumbing or mechanical 
sysvems; and.

Bu ild ings that have l i t t l e  o r  no space between c e i l in g s  and the ro o f 
framing f o r  the In s t a l la t i o n  o f  mechanical systems.

Althocgh, 1n some instances the repo rt recommends f a c i l i t y  replacement based 
upon tn* conclusion that I t  would not be c o s t - e f f i c ie n t  to attempt to bring 
the f a c i l i t y  up to  current hosp ita l construction standards by remoJellng or 
renova tion , many o f  those f a c i l i t i e s  may s t i l l  be usefui f o r  non-hosp lta ’ 
progr aes.

The repo rts  do not recommend the co rrec t ion  o f  noted de fic ienc ie s  when the 
costs Involved appear to outweigh the b en e f i ts .  In such Instances replacement 
Is suggested. In other Instances the repo rts  recommend Immediate remedial 
action to  co rrec t hazards even though the f in a l  conclusion Is f o r  replacement 
o f the f e c i ! I t y .

I I I .  PRI0ft1T17ATV>h Of  SUBVEY FACILITIES

In conducting the Inventory and eva luation  study o f  the f i f t e e n  hosp ita ls  
and lonq-term care f a c i l i t i e s ,  the a rch itec tu ra l consu ltants id en t i f ied  s ix  
f a c i l i t i e s  which are In q rea te r need o f Immediate atten tion  than o the rs , due
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to their more severe physical and functional deficiencies. To arrive at a 

ranking of <11 surveyed facilities based upon relative need for construction

to correct noted deficiencies, the Department assembled a committee to review

the report. This committee consisted of one member of:

The Alaska Medical Facility Authority;

Thu Alaska State Hospital Association 

Southeast Alaska Health Systems Agency, Inc:

South Central Health Planning and Development, Inc.; 

lie Medical Care Advisory Committee, and 

The Statewide Health Coordinating Council.

The ranking provided by this committee was based only upon the relative 

severity of all physical and functional deficiencies found at each facility 

and did not consider other factors such as facl’lty utilization or population 

trends: The committee ranking was as follows:

1.) Cordova Community Hosp tal and lonq-Term rare Facility

Petersburg General Hospital and Long-Term Care Facility

3.) Seward General Hospital

4.) Kodiak Island Hospital and Long-Term Care Facility

6.1 Wesleyan Nursing Mnme

7.) Wrangell General Hospital

8.) South Peninsula General Hospital and Lonq-Term Care Facility

9.) Ketchikan General Hospital and Island View Manor

10.) Central Peninsula General Hospital

U.) Bart ett Memorial Hospital 

12.. Valdez Community Hospital



1 3 . )  S t . Ann's Nursing Home
14 . )  Norton Sound Regional Hospita l

To develop a construction plan f o r  addressing the need fo r  correcting tne noted 
d e f ic ie n c ie s ,  the Department considered the recommendations ni*en in the 
repo rt and the recommended ranking provided by the review committee 1n l ig h t  
o1’ fa c to r s  other than physical c h a ra c te r i s t ic :  such as occupancy ra te s ,  
popu lation trends , a c c e s s ib i l i t y ,  and a lte rn a t iv e  sources o f  health care .
The construction  plan (a tta-hed ,s an appendix) recognizes the need f o r  an o rd e r ly  
p rogression f o r  each f a c i l i t y  on a year to yea- basis from preparation o f 
long-range planning to  design and then to construc tion . The plan a lso 
recognizes the fac t that some o f the f a c i l i t i e s  have completed the planning 
phase o r design phase and are prepared to proceed with the co rrec tion  o f  
d e f ic ie n c ie s .  For these reasons the construction  plan 1s not e n t i r e ly  consistent 
with the p r i o r i t i z e d  l i s t in g  which was based on ly  upon the se ve r ity  o f  d e f ic ienc ie s . 
The plan a lso spre ids the estimated costs ftr planning and construction over 
a f i v e  year period .

For some f a c i l i t i e s  the consu ltants report provided estimated costs fo r  
co rrec t ing  d e f ic ie n c ie s . For other f a c i l i t i e s  trfiere estimated costs were 
more d i f f i c u l t  to assess the report recommended 1onq-range plannlnq before 
establishment o f  cost estimates. Readers o f th is  repo rt should note that 
the estimated costs have been proposed without the bene fit o f  d e ta i led  long-range 
planning and should on ly  be viewed as gu ide lin es . The costs shown In the 
repo rt and construction  plan are estimated 19B? va lues without p ro je c t ion  
f o r  In f la t i o n  and do not Include other p ro jec t costs such as fe es , equipment, 
o r s i t e  acqu is it ion . More accurate f lq u re s  have been presented f o r  the Petersburq 
f a c i l i t y  since that f a c i l i t y  Is  nearlnq tne end o f the design phase.
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The estimated costs shown are provided as a guideline In determining the 

dimensions of a given community's need. No estimates have been made or indeed 

c m  be maue from this Inventory as to the level of State assistance appropriate 

to any one community.

Tie construction plan emphasises the need for long-range planning prior to construc­

t s .  The consultant report Indicates that sufficient long-range planning 

was not done before construction of several of the fac11111 s surveyed. The 

Department recommends a requirement for formal long-range planning for those 

facilities which have not begun or have rot have adopted a long-range plan 

before any State funding 1s provided. One Important aspect of long-range 

planning s to Identify possible future expansion and thereby, uvold "boxlnq 

1n" service areas which can reasonably be expected to require more space 1n 

future years. Long-range planning and State policy development should also consider 

both Pioneers and non-Pioneers requiring long-term nursing care. The expected 

growth of the age group of Alaskans eligible rpr Pioneer services, which Include 

skilled nursing care, make this an Important consideration.

IV. ALTERNATIVE SOURCES OF CONSTPnrnON FuWDs

Possible sources for construction funds are limited and apparently do not 

meet the needs of most of the surveyed facilities. Exlstlnq sources are:

Revenue Sharing

Under AS 29.90 munlc palltles or other hospital or health facilities sponsors 

may receive reimbursement for up to 251 of total project costs. This partial 

reimbursement is available only to those facilities which have successfully 

secured 'Inanclng and have completed a health facility construction project.

Most rural facilities do not have the capacity for debt required to secure
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financing for completion of a facility. For this reason access to the partial 

reimbursement is essentially denied to those facilities.

Alaska Medical Facility Authority

Under AS 18.26 medical facilities may apply to the Alaska Medical Facility 

Authority for Statr backing relative tc the sale of tax-exempt bonds for the 

purpose of financing medical facility construction. One project has been 

financed through this program to date -- a 1978 Fairbanks Memorial Hospital 

expansion project In the amourt of approximately $12 million. Alaska Hospital 

and Medical Center, Anchoraqe, is presently working with the Authority for the
9

refinancing of that facility and the acquisition of the adjacent professional 

office building.

One determination which the Authority must make before bonds may be Issued 

under this statute Is that the lease or operator agreement for the medical 

facility being financed by that Issue 1s at least sufficient to meet all 

obligations in connection with the lease or operator agreement. Including all 

costs necessary to service the bonds. This prerequisite essentially disallows 

use of the program by rural facilities, most of which do not have more than a 

minimal capacity for servicing bonds.

Federal Funding

Federal funding for health facility construction provided under the H1U- 

Burton program Is no longer available.

Congress has approved a program which may provide construction funds for the 

purpose of converting existing hospitals and long-term care facilities to
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other uses. The Intent of this program is to provide for an oiJerly closure 

of an unneeded hospital or long-term care facility. This program has not 

been funded and would not serve the needs of Alaskan facilities whlcn are 

seeking funds for renovation or replacement.

The only Federal funds which are available for health facility construction 

are esentlally limited to construction or renovation of Federally owned 

facilities such as Public Health Service hospitals or Veterans hospitals.

Municipal or Borough Bonds

The Issuance of municipal or borough bonds 1s a possible source of funds for 

community hospitals. Most of the surveyed facilities are, however, located 

1n municipalities or boroughs which do not have the bond capacity necessary 

10 meet more than a portion of estimated construction costs.

Direct Legislative Funding

Direct legislative fundinq through the sale of bonds or from qeneral funds 

has been an important source of State support for health facility construction, 

particularly for rural facilities. There are, however, several problems 

which may result f> i a direct legislative appropriation to a named recipient. 

This method of funding has provided excess fjndlnq In some Instances, and 

Insufficient fund‘ng 1n other Instances, since, under this method, fundinq 

levels are necessarily s.*! before reliable cost estimates are available. An 

excess of funds usually results In additions to the original building concept 

such as additional administrative space, another operatw.*y or another feature 

which may not he essential. Insufficient funding either causes delays
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1n project construction, Incomplete projects, or the construction of 

a facility which Is reduced 1n scope from the original design.

Conventional Loans

Conventional loans from lending institutions may be another source of 

construction dollars for hospitals; m.wever, lending institutions usually 

hav: more stringent requirements and higher Interest rates than previously 

mentioned alternatives.

V. DETERMINING A STATE ROLE IN HEALTH FACILITY CONSTRUCTION

The question of the appropriate state role In assisting construction needs of 

existing facilities 1s a complex one. This report has notea that the State 

and Federal Goverr.oent have previously had roles In establishing and/or 

assisting with tne construction of many health care facilities. With the 

discontinuation of Federal fu..ds which had previously supported conrtruct1on 

of health care facilities, the State's role has become less clear and In need 

of further exploration and definition. Regardless of the extent of the 

State's role, the fact remains that many of Alaska's health care facilities, 

which are deemed to be needed facilities by virtue of access to the services 

they provide, are In need of renovation, modernization or replacement In 

order to continue to make quality health care reasonably accessible to Alaskans 

as well as to the many visitors to this State>

Health facillty constructlm funding Is presently limited to the aforementioned 

alternatives. The 1ikel1ho>d of Federal assistance for which Alaska facilities 

would be eligible any time In the near future 1s remote. Health facility 

construction need not be bound by current proqrams If It Is determined that 

the State has a role In assisting with systematic health facility upgrading 

and construction.
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Two legislative proposals address the need for a statutorily established 

health faci!1fy construction program. House Bill 844 and the identical 

Senate Bill 782 pose one possible format for a program adressing health 

facility construction. These bills would create a fund within the Department 

of Health and Social Services for plant improvements and maintenance at 

rural health facilities. TI.e bills provide that the Statewide Health Coordinating 

Council will make . ecommendations to the Commissioner of the Department of Health 

and Social Services as to the prioritization of projects. Under these 

bills the pr1or1zat1on of projects would be based upon:

1) The condition of the existing physical plant of a rural health

facility (as determined by an annual inventory prepared by the

Department of Health ard Social Services);

2) The ability of the rural health facility to continue to provide

quality health services;

3) The need in the community for additional services: and

4) The ability of the rural health facility to meet current licensure 

standards.

Although the concept of providing state assistance to rural health facilities 

as outlined in these bills appears valid, the bills do have some shortcomings.

The bills apparently provide for total State funding of construction of

rural health facilities. It can be argued that the State has a responsibility

for ensuring access to quality health rare facilities by its citizens by providing
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grant funds when other sources of funding are non-existent or Insufficient: 

h «ever, the Department does not oelleve the State has a responsibility to 

totally fund health facility construction. Some level of local support for 

health facility construction 1s essential.

The Department has historically supported the establishment of a formalized 

health facility construction program 1n Alaska to better guide the allocation 

of limited resources. The completed rural hospital and nursing home 

Inventory and condition survey and the committee's review comments described 

in this report are viewed as the first step 1n the development of a systematic 

approach to state assistance for health facility construction. Such an 

approach should Include tne following components as well:

- a Statewide Medical Facilities Plan

- certificate of need review

- a funding mechanism

- construction progress assessments

A proposed format and discussion of these components follows:

Statewide Medical Facilities Plan

A hospital construction ass1;tance program should be baseo upun a Statewide 

Medical Facilities Plan which sets out the future needs for medical facilities 

1n the State. This plan may be Included as a part of the State Health Plan 

prepared on a regular basis by the Department of Health and Social Services and the 

Statewide Health Coordinating Council. The purpose of the Statewide Medical
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Fac1lit.es Plan would be to orderly set forth and prioritize the need for 

construction of heaUh facilities. The format of such a plan hould be 

determined by the Department of Health and Social Services; however, the 

development and approval of the plan would Involve the Individual hospital, 

the Statewide Health Coordinating Council, the Alaska State Hospital Association, 

the State Health Planning and Development Agency, and the health systems 

agencies or successor organizations. To provide a data base for the plan, 

each facility would be requested to submit, on a voluntary basis, a long-range 

»>1an. The lrng-range plan would, at a minimum, anticipate the facility's 

program needs and construction neea: for the current year and the next five 

years. These 1nst1tut1on-spec1f 1c pla/»s would be Included and prioritized 

1n the Statewide Medical Facilities Plan by the Division of State Health 

Planning and Development and approved by the Statewide Health Coordinating 

Council (SHCC). In Its consideration for approval of the Statewide Medical 

Facility Plan the SHCC would consider public Input, certification and licensure 

reports, the State Health Plan, and other pertinent information.

Funding Mechanism

The funding mechanism should allow sufficient flexibility to permit non-grant 

financing to be used In conjunction with grant funds. Plannlnq and deslqn of 

a hospital construction project should be completed to the decree necessary 

to establish reliable construction cost estimates before construction funding 

levels are determined. The mechanism mtnht also serve to reduce the Inaccuracy 

of funding levels by providing separate allocations for 1) planning and 

design, and 2) construction. Although some adjustments to cost estimates 

will Kcur during constriction, this method of determining funding levels
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will reduce the excess funding and funding shortfalls which have resulted 

from current methods of funding hospital construction.

The first step 1n any building program 1s the perception that a need exists. 

Typically, tht perception of the need for a building program results from 

observable facility Inadequacies: The facility 1s too small, too old, does 

not provide sufficient space for a recently perceived need such as birthing 

room, long-term care rooms, ultra-sound services, for example. As such, the need 

for a building program 1s generally perceived on a l.*cal level by physicians, 

facility staff, the community served by the facility and Is subsequently brouqht 

before the facility's board of directors for approval. The State may point 

out the need for a building program as a result of licensure or architectural 

surveys; however, 1t 1s essential that the people who work In the facility

and are served by the facility be Involved In tne development of a solution

to an Identified need If the solution Is to be acceptable.

Once a need has been perceived , active planning heqlns with a need survey and
f e a s i b i l i t y  eva lua tion . The work required bv the need survey w i l l  depend upon
the sp ec i f ic  points o f  the perceived need. I f  the perceived need is to meet 
a code requirement, the need survey may simply be a statement o f the fa c ts .
I f  the perceived need Is  fo r  a new f a c i l i t y ,  the need survey would be mor » 
extens ive , ident1r , '1ng what se rv ices the community des ire s , what se rv ices may 
reasonably be o f fe red  1n the community, and workloads fo r  those se rv ices .
The most Important pcint to determine with the need survey is whether the 
perceived need is an actual need.



Certificate of Need Review

The certificate of need review 1s essential to any process whereby State 

funds are provided for hospital and nursing home construction. It 1s this 

review which offers a safeguard against the proliferation of health care 

beds, avoids unnececessary duplication of facilities, and gives assurance 

that the size and cost of facilities are reasonable.

The above noted need survey and feasibility evaluation are the major 

components of a certificate of need application. A positive Indication by 

the need survey and feasibility evaluation usually result In the Issuance of a 
certificate of need approving the requested construction project. (When a 

negative Indication results from the need survey or feasibility study the 

facility's board generally does not proceed with the submission of an applica­

tion for a certificate of need. As such, few certificate of need applications 

are disapproved.)

Where construction of a health facility 1s proposed the certificate of need 

review addresses considerations such as:

1. rhe relationship of the project to the State Health Plan;

2. The relationship of the proposed project to the lonq-ranqe 

plan of the facility;

3. The relationship of the proposed project to the Health Systems 

Plan and Annual Implementation Plan of the Health Systems Agencies;



4. The need of the population to be served served by the facility;

5. The availability of less costly or more effective alternative 

methods of meeting the needs of the area to be served by the facility;

6. The Immediate and long-term financial feasibility of the 

proposed facility;

7. The relationship of tie facility to other existing health 

care facilities 1n the area;

8. The availablltly of resources Including health manpower, 

management personnel and the availability of funds needed 

for construction or those funds needed for operating costs;

9. The probable Impact of the construction project on the cost 

of providing health services to the citizens to be served.

Level of State Assistance

Assuming certificate of need approval, one major decision reqardlng a proposed 

health facility project would remain: the appropriate level of state assistance

for the project. The appropiate level coula be determined 1n a simple and 

straight forward manner uj the provision of a ratio of State assistance to 

local assistance, such as 70X State funding and 30< local match. Obviously 

several variations in the ratio are possible. An Important consideration 

which this simple formula would overlook is the capability of the community 

served to provide the matching funds. The discontinued Federal Hill-flurton 

program for health facility construction worked on this basis; however, in 

Alaska tl.e local match was provided by the State.



It may be more appropriate to establish an application process by which the 

facility wc-ild request an amount of State assistance with accompanying 

justification to support the request. Department of Health and Social Services 

staff or an advisory committee would review the application for State assistance 

and provide to the Commissioner a recommended .evel or State participation 

In the form of a grant, loan, loan guarantee or a combination. In cn1s model 

a proceedure would be established to coordinate the expenditure of y  nt 

funds with lenders, the Alaska Medical Facility Authority, and other po.slble 

funding sources.

Once any level of State funding has been established, the recipient should be 

required to demonstrate the availability of total construction funds neccessary 

for the completion of the project before the expenditure of State funds. Such 

a demonstration will help avoid situations where funding Is depleted before 

the project Is completed or where the scope of a project 1s reduced to the 

point where the completed facility will be Inadequate to fulfill needs and 

requirements for which 1t was originally planned.

Construction Progress Assessments

To give further assurance that funds will be sufficient to complete the 

project, 1t is advisable for the disbursement of funds to be made 1n phases 

according to the percentage of work completed. The Depa^mont of Health and 

Social Services currently reviews plans and specifications for hospital 

construction and intermittently visits coi.structlon sites to assure that the 

c npleted facility meets codes and 1t is acceptable for Medicare and Medicaid 

certifIcatfon and State licensure. Under this program the Department of

-21-



Health and Social Services representatives would have the added responsibilities 

of verifying the percentage of project completion and reporting that percentage 

to the disbursement officer in charge of State funds for each project.

-22-



APPENDIX

FIVE-YEAR CONSTRUCTION PLAN FOR STATE HEALTH PLAN LEVEL III 

HOSPITALS AND NURSING HOMES



Notes to F1ve-Yec» Construction Plan for State Health Plan Level III

B a r t le t t  Memorial Hospital
A long-range plan has recen t ly  been completed. P reparation o f  p lans and 
sp ec i f ic a t ion s  f o r  the co rrec t ion  o f  de f ic ienc ie s  may begin once the f a c i l i t y ' s  
board has assessed the long-range p lan . The f i v e  year plan Ind icates $2 ,000 ,000 
f o r  design during FY 85 with o r , , t ru c t1on costs determined thereby 1n FY 86.
The source o f  financing has not been Id e n t i f i e d .

Central Peninsula General Hospital
F a c i l i t y  operations have re cen t ly  expanded In to  a major add ition f o r  outpatient 
and adm in istration departments. Another addition f o r  needed beds and surgery 
department Improvements 1s In the contracting phase. A borough bond Issue has 
been jpproved fo r  the purpose o f  financing the p ro je c t  and a c e r t i f i c a t e  o f  need 
has been Issued.

Cordova Community Hospital and LTC F a c i l i t y
Has re cen t ly  completed a c e r t i f i c a t e  o f  need app lica t ion  fo r  a new s t ru c tu re . 
A b i l l  f o r  funding o f  the design phase Is  c u r re n t ly  be*ort the le g is la tu re .
A decision regarding th is  app lication  Is  expected In ’ ate March. The f i v e -  
year plan Indicates an estimated $1 ,000 ,000 f o r  design during FY 83 and 
$13 ,000 ,000  toward construction In FY 84.

Faith Hospita l
Has completed p re lim ina ry  drawings fo r  an addition and renovation p ro je c t .  
Funding has not been arranged. This f a c i l i t y ' s  board has In the oast 
indicated re luctance to accept S tate furdtng . The f iv e -y e a r  plan suggests a 
sun o f $1, 200,000 as needed fo r  th is  p ro je c t .

Ketchikan General Hospital and Is land View Manor horsing Home
Has re cen t ly  completed an e ite t .s lve  addition and renovation p ro je c t ,  funds 
shown an t ic ip a te  fu tu re  needs o f $50,000 In FY 84 fo r  planning and $1 ,000 ,000  
In FY 85 f o r  design. Construction costs «s determined during these phases 
would fo l low  1n FY 86.

Kodlik Is land Hospital and HC F a c i l i t y
Is c u r re n t ly  completing long-range planning and program work and has submit- 
ted a c e r t i f i c a t e  o f need app lica t ion . $1,000,000 fo r  design a*J $10, 000,000 
f o r  construction  are estimated fo r  FT 84 and Fv 85 .

I



Recently occupied a new hosp ita l wing and remodeled f a c i l i t y .  $50,000 f o r  
formal 'ong-range Manning Is  estimated f o r  FY 85 with funds required f o r  
subsequent phases to fo l low  In succeeding yea rs . Long-range plannlnq should 
consider both Pioneer and non-Ploneer long-term nursing care .
Petersburg General Hospital and LTC F a c i l i t y
$10 ,000 ,000 Is  be fo re  the le g i s la tu re .  Planning and design has ben c o l l a t e d  
■1th funds provided from previous s ta te  g ran ts .

Seward General Hospita l and Wesleyan Wurslng Home
Should be encouraged to jo in  (n cooperative planning at an e a r ly  date In 
order to  maintain q u a l i t y  standards consistent with recognized goa ls , lono - 
nnge  planning funds o f  $10,000 f o r  each f a c i l i t y  are scheduled (n FY 84 
and design funds o f  Sl.fX .OOO in FY 85. Approilmate construction costs f o r  
Jo int usage are shown at I15.000.0CO In FY f l | .  Long-range planning should 
consider both Pioneer snd Hon-Pioneer long-term nursing care .
S ltha Community Hosp i t a l
4 new F a c ility  Is under construction.
South Peninsula Hosp ita l
Has completed some preliminary planning and has been granted a ce r t if ic a te  
of need for an addition. A b i l l  for f«*dtng has been introduced Into the 
leg islature to provide $4,000,000 for construction In Fy 83.
St. Anw*s hurting

Occupies quarters -h»ch ***<. remodeled and expanded in the late 1970s. 
fstablishment of a Pioneer Home providing other nursing home services In 
Juneau would profoundly affoct th is f a c i l i t y . The f iv e -y e a r  plan schedules 
long-range planning funds of $40,000 In Fv 84 and design funds of SSOO.QV)
In FY 85. Construction f* id t as necessary wow'd be designated »n F* M  following the design phase.
Velde/ Cowmu*11 * Mjspit a I
Is deficient in certain respects and should be studied part icw la ry  in regard 
to overall Harborvtew Developmental Center relationship and future need 
long-range planning funds of $50,000 In F f 85 would establish probable costs to be considered in Ff 84 and 87.
1*1*l»y Hospital
Is c^ ren tly  cowplating construction drawings In accordance with the ce r t if ic a te  
of need Issued. Construction Is e«pected to begin In early s*ener of )g*?
mange l 1 Ceneral Hospital and ITC fa c i l i t y
Has#ipressed a need for additional space to sa tis fy  current standards and
ra i l .  V sign funds of l.hOO.OOO are indicated for F? 8 | t*s construction nds Of 18,000,000 in FV M .

Norton Sound Community Hospital
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POSITION PAPER 
HOUSE BILL NO. 844

For an Act e n t i t le d :  "An Act re la t in g  to  the financing o f  r u n !  hea lth  f a c i l i t y
Improvements and maintenance."

House B i l l  344 creates a fund In the Department o f  Health A Social Services fo r  
the purpose o f providing grant funds f o r  Improvement and maintenance o f  ru ra l health 
f a c i l i t i e s .

The Department has h i s t o r i c a l l y  supported the establishment o f  a formalized 
hea lth  f a c i l i t y  construction program 1n Alaska to b e tte r guide the a l lo c a t io n  o f  
lim ited resources. The recen t ly  d is t r ibu ted  repo rts  on the physical condition o f 
tho 200 ♦ c l in i c s  In the s ta te  and on 15 ru ra l h osp ita ls  and nursing homes are a 
f i r s t  step In the development o f  a systematic approach to health f a c i l i t y  
construc tion . Other components o f  a system f o r  hea lth  f a c i l i t y  construction 
should Inc lude:

f a c i l i t y  long range* plans 
a statewide plan f o r  medical f a c i l i t i e s  
c e r t i f i c a t e  o f  need review 
a funding mechanism
period ic Inventories o f  hea lth  f a c i l i t y  physical p lan ts

House B i l l  344 would c rea te a fund within the Department o f  Health and Social 
Services f o r  p lant Improvements and maintenance at ru ra l hea lth  f a c u l t i e s .  The b i l l  
provides that the Statewide Health Coordinating Council w i l l  m«/e recocnendat1ons 
to  the Co^ ilss lone r o f the Department as to the p r i o r i t i z a t i o n  o ' p ro jec ts  and 
that the Coon lss loncr would make grants to ru ra l hea lth  f a c i l i t i e s  based on those 
reconmendat ions.

Although the concept o f provid ing s ta te  assistance to ru ra l hea lth  f a c i l i t i e s  
Is  s t rong ly  supported by the Department, the b i l l  would benefit from fu r th e r 
c l a r l f I  cat Ion . The b i l l  as ou t l ined  would provide to ta l s ta te  f jnd ing  o f Improvements 
and maintenance at ru ra l hea lth  f a c i l i t i e s .  I t  cun he argued that the s ta te  has 
a re sp o n s ib i l i ty  fo r  ensuring access to q ua li ty  hea lth  care f a c i l i t i e s  to I t s  
C it izens by providing grant'., funds when other sources o f  funding are non-e*istent o r  
in s u f f ic ie n t ;  however, the Department does not be lieve tue s ta te  has a re spon s ib l1I ty  
to  t o t a l l y  fund a l l  hea lth  f a c i l i t y  Improvement or maintenance, whether ru.'Sl or 
urban. In th is  regard the b i l l  could be Improved by a change In section  18 .75 .14 0 (d ) 
Ind ica ting  assistance Is to he given In areas idilch would otherwise be denied 
adeguate f a c i l i t i e s ,  because cowminlty ta> bases are lim ited ami an attempt at to ta l 
community financing o f a p ro jec t would cause hardship o r  prevent I t s  r e a l i z a t io n .

The b i l l  a ls o  would mate Improvement and maintenance funds ava i lab le  regard less 
o f  ownership o f  the f a c i l i t y .  The Department be lieves the b l P  would be Improved by 
l im it in g  d is t r ib u t io n  o f s ta te  funds to on ly n on -p ro fi t  and community owned f a c i l i t i e s .
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Health Facilities currently receive construction and operating assistance under>g«
the health facility revenue sharing statute (AS 29.89 and AS 29.90). The revenue 
sharing statutes provide for this assistance to a broad range of health f»:iMties 
Including hospitals, public ’.eslth centers, maternity homes, community men . health 
centers, facilities for the ”wiital1y or physically handicapped, nursing homes and 
convalescent centers. Mouse 3111 844 should define the types of health facilities 
to be covered by this act. A definition section should also Include definitions for 
the scope of "maintenance" and "Improvements."

The Department supports the use of a review body 1n recommending priorities 
for making grants. Th • Department recomends expansion of this concept to Include 
review by experts knowledgeable 1n health facility financing and community support 
capabilities. This review body would evaluate proposals for health facility 
Improvements and maintenance, determine whether current financing mechanisms such 
as revenue sharing, the Alaska Medical Facilities Authority, bond sales or other 
financing mechanisms are available to the health facility and what level of state 
support 1s needed. On the basis of this review and recormendatlon the C o m  iss loner 
of Health and Social Services could then make grants from the fund established 
under AS 18.25.130.

Under the bill the Statewide Health Coordinating Council (SHCC) Is required to 
recommend priorities for making grants. The bill limits the considerations of the 
SHCC to four points:

1) the condition o f the ex is t ing  physical p lant 
t f a ru ra l hea lth  f a c i l i t y ;

2) the a b i l i t y  o f  the ru ra l hea lth  f a c i l i t y  to 
continue to  provide q ua li ty  hea lth  se rv ices ;

3 ) the need in the coonunfty f o r  add itiona l 
s e rv ic e s ; and

4) the a b i l i t y  o f the ru ra l hea lth  f a c i l i t y  to  meet 
current licensure standard;

Oth»r considera tions may impact a decis ion  o f  p r i o r i t i z i n g  the need f o r  grant 
funds. The body which is  to make those p r io r i t t z a t i o n s  should not be re s t r ic te d  to 
these fou* p o in ts . The Department suggests that f i f t h  consideration should be added:

Other considera tIons such as those addressed In the 
c e r t i f i c a t e  o f  need review

The question nay a r is e  as to whether a program o f th is  type would encourage the 
p r o l I f e r a t io n  o f  unneeded f a c i l i t i e s .  The c e r t i f i c a t e  o f need program w i l l  serve to 
lim it  the development o f these f a c i l i t i e s  covered by the progran such as hosp ita ls  
ard nursing homes but would not r e s t r i c t  the construction o f other f a c i l i t i e s  such 
as b ir th ing  centers and hea lth  c l in i c s .
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House B i l l  844 
Page 3

The c e r t i f i c a t e  o f need review addresses the fo l low ing aspects o f  proposed 
health f a c i l i t y  construction which are pertinent to a consideration o f  s ta te  f in anc ia l 
assistance :

. the need for additional acute care beds 1n the 
hospital service area;

. the relationship of the project to other health 
care providers 1n the area;

. the anticipated Impact of the project on hospital 
operating costs, revenues, and patient charges;

. the financial feasibility of the project;

. the cost-effectiveness of constructing shelled-in 
space for future use

With requests for health facility assistance Increasing in nuntoer and in scope, 
the establishment of a systematic approach to health facility construction can guide 
the allocation of limited state resources.

Recommended by: /  ' _
Phoebe" X  U  ndseyY fti rector 
State Health Planning 
A Development

Date: / /  jft / 1 / f 'j / /

Approved by: '  1 y / Y - ,
fieTerf-tf!* PeTrne, t.orrii sVT^fner 
Department of Health 

A Social Services

Date
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THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE

I. REOUEST
B111/Resolution No. House Rill R44 ______
Title An Act Relating to the Financing of Rural Health Facility Improvements 
Requested by

II. FISCAL DETAIL
Aqency Affected Department of Health and Social Services________________
Program Category Affected Health 
BRU, Program, Or Subprogram!s) Affected
(Note: If more than one budget component is affected, separate line-item

amounts and fundinq for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

I FY B3 
1

| FY R4 
1

1 FY 86 
1

FY 86 FY R7 I FY 88 
1

TOO PERSONAL SERVICE? I 67.0 ' | "6277" 1 69.0 76.0 83.0 1 0170
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FUNDING (Thousands o f D o l la rs )

GENERAL FUND [2ft,400 136,600 124,900 30.000 130,000 110,000
FEDERAL FUNDS | - 0- I -0 - I -0- -n- j' '-0- ‘["TO- '
OTHER (Specify Source) I “-07- T “ 70-— -0- -0- 1 -O' | -0-

| -0- r  -07 -0- -0- I - 0- 1 -0-
| 70 - r  - o - 1 -07 -0- [ - 0 7 1 -0 -

POSITIONS

n n x T T M r
PART TIME 
TEMPORARY

T _ . r -
I— -TV-'
I— 7

T ’ T “  T 
T""-Tf=— r  
T ^ r - — r

T ~ i— r  i r

i ~ — r
■p-ff- I' - o r  

Tyr“ T *-“07 “ T vit: ~ r ^ r

1 r~ 
j -j k t  
t t o 7
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Ill Analysis

The fiscal note has been prepared considering the maximum impact which can 

be expected under this bill, given the possible coverage of all rural 
health facilities (private, municipal, state or federal, psychiatric 
hospitals, tuberculosis hospitals, skilled nursing facilities, ambulatory 

surgical centers, health centers, health clinics, birthing centers,...)

An Inflation rate of 10 percent has been assumed. The figures reflect the 
cost of having a consultant firm provide annual inventory of all rural 

health facilities.

Expenditures

Line 100 indicates the equivalent of salary and benefit costs for one

staff position with appropriate qualifications. Duties of the proposed staff would
include oversite of the required annual inventory of rural health facilities.

Line 200 reflects necessary travel to widely scattered areas for oversite 
of the consulting firm provldinq the inventory. Also included is the cost 

of periodic review of numerous on qoing and extensive construction projects.

Line 300 shows probable consultant requirements for enqineerinq speciality 

investigation, travel, land etc. The inventory would result 1n reports not 

unlike the Inventory of facilities accomplished in 1981. Telephone office 

rental and maintenance would be included.

Line 400 would provide for office supplies involved.

Line 500 would be necessary expenditures for office equipment.

General fund costs assume current estimates for actual surveyed facility 
needs spread over six years and extended to Include approximately 200 
health facilities in remote locations.

The costs of this proofam would be sharply reduced if "rural health facility" 
was defined to include only hospitals and nursing homes. The cost of 
providinq an inventory would he substantially reduced if hospit-'is/nursino 
homes were required to submit annually updated lonq-ranqe plans for each 
facility.
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CS HOUSF RILL NO. R44 (HFSS)

For an Act entitled- "An Act relatinq to the finanrino n* rural health 

facility improvements and maintenance."

Committee Substitute for House Rill 844 creates a fund in the Oeoartment
of Health & Social Services for the purpose of providino nrant funds for
improvement and maintenance of rural health facilities.

%

The Department has historically supported the establishment of a formalized 
health facility construction proaram in Alaska to hettpr quide the allocation of 
limited resources. The recently distributed report on the physical condition of 
IS rural hospitals and nursina homes is a first step in the development of 
a systematic approach to health facility construction. Other components of 
a system for health facility construction should include;

facility lonq ranae plans 
a statewide plan for medical facilities 
certificate of need review 
a fundi no mechanism
periodic inventories of health facility physical plants

The CS for House Rill R44 would create a fund within the Department of Health 

and Social Services for plant, improvements and maintenance at rural health 
facilities. Thp bill provides that, the Statewide Health Coordinatina Council 
will make recommendations t.o the Commissioner of the Department as t.o the 
prioritization of oroiects and that the Commissioner would make orants t.o 
rural health facilities based on those recommendations.

Althouqh the concept of providinq state assistance to rural health facilities 
is stronqlv supported by the Department., the hill would he Improved with further 
clarification.

The hill would make improvement and maintenance funds available renardless 
of ownership of the facility. The Department believes the hill would he 
improved hy limitinq distribution of State funds t.o only non-profit and 
community owned facilities.

It can he arqued that the state has a responsibility for ensurino access to 

quality health care facilities to Its citizens hy providino qrants funds 
when other sources of fundinq are non-existent nr insufficient: however, the 
Department does not believe the state has the resnonsihilitv stated in section 
I P . 4 0 ( d )  of assurinq that state qrants are sufficient to enahle a facility 
to satisfy the financial requirements of the physical plant improvement nr 
maintenance recommended hy the Statewide Health Coordination Council. The 
responsibility of assurinq that sufficient funds are availahle to meet total 
protect costs properly lies with the municipality or local administrative entity 
which desires State assistance. In this reqard, a oranlee shoul• he required 
to demonstrate the availability of total nroiect fundinq before any state 
qrant funds are expended, hut the balance of the project costs sought from 
other sources would nrnhablv he more readily found once a commitment is made 
for the State qrant.



To Increase accountab1111v for the use and disbursement of orant funds, 

a provision should be included in the bill which would permit the Department 
to provide qrant funis for health facility improvement and maintenance tn a 
municipality (or local administrative entity) where a rural health facility 
is located. Experience qained under the H111-Burton orooram indicates that 
this step provides a form of local audit responsibility and a valuable neutral 
link for necessary administrative transactions without undue cost or delay.

To address these concerns the Department suqaests revlslno the lanquaoe 1n 
section IB.25.140(d) of CS HB fl44 as follows*

IB.25.140(d) The commissioner of Health and Social Services 
shall review the recommendations of the Statewide Health Coordination 
Council and may make qrants from the fund under AS 1fl.2S.130 to
a municipality (or local administrative entity) for ohvslcal plant
improvements and maintenance. The local match for Improvements and 
maintenance shall be sufficient to enable the municipal1tv or local 
administrative entity to satisfy the remainino balance of total 
financial requirements of the physical plant improvement, or maintenance 
supported by a State qrant made under this section.

CS HR R44 provides a definition of the scope of the term "rural health 
facilities." The Department believes the hill should he further clarified hv 
includinq definitions for the scone of the terms "mainteoance" and "improvements."

The Departr..*--' supports the use of a review body in recommendinq priorities 
for makinq qrants. The Department recommends expansion of this concer to include 
review hy experts knowledqeahle in health facility financlnq and community support 
capabilities. This review body would evaluate proposals for health facility 
Improvements and maintenance, determine whether cu *ent financlnq mechanisms such
as revenue sharlnq, the Alaska Medical Facilities Authority, bond sales or other
financlnq mechanisms are available to the health facility and what level of state 
support Is needed. Dn the basis of this review and recommendation the Commissioner 
of Health and Social Services could then make qrants from the fund established 
under AS Ifl.25.130.

The question mav arise as to whether a proqram of this typo would encouraoe the 
proliferation of unneedod farilities. The certificate of need oroqram would 
serve to limit the development of hospitals, psychiatric hospitals, tuberculosis 
hospitals, skilled nursino facilities, kidney disease treatment centers.
Intermediate care facilities, and amhulatnry surqlcai facilities, whether private, 
municipal, state or federal. Althouqh the CSMR A44 definition of rural health 
facilities is not entirely consistent with the cnveraqe of the certificate 
of need oroqram. there are very few facilities eliqihle for qrants under C5MP 844 
which are not required to obtain a certificate of need and this is not seen 
as a siqnlflcant orohlem.

The certificate of need review addresses the followino aspects of proposed 
health facility construct ion which are pertinent to a consideration of state financial 
assistance*

, the need for additional acute rare beds in the 
hospital seryire area:
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. the relationship of the project to other health 
care providers 1n the area:

. the anticipated Impact of the project on hospital 
operation costs, revenues, and patient charqes:

. the financial feasibility of the project:

. the cost-effectiveness of constructing shel1ed-1n 
space for future use.

W1’. i requests for health facility assistance Increaslno In number and 1n scnpe, 
the estaollshment of a systematic approach to health facility construction can aulde 
the allocation of limited state resources.
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CSHR 844 (HESS) 

Fiscal Note Analysis 

Paae one

This fiscal note has been prepared considerino the full imnact which could be 
expected under this CSHB 844. Fven thouah not all rural health facilities eliaible 
for state assistance under CSHB 844 will necessarily desire state assistance.
This fiscal note assumes that all facilities ellqlble under CSHR 844 would desire 
and recieve state assistance. This may not necessarily he true. Assumptions 
reqardinq expenditure levels made by the Department in preoarinq this fiscal 
note are as follows:

Line 100
This line indicates the eqi1 '•lent of salary and benefit cos s for one staff 
position with appropriate qualifications. Duties of the o ooosed staff would 
Include oversiqht of the required annual inventory of rura’ health facilities, 
review of requests for state assistance, and the research or and preparation of 
reports reqardinq qrant requests as necessary under provisions with in this Rill.

Line ?nn
YFfTTine reflects necessary travel to rural health facility sites durinq thp 
update of the annual Inventory of rural health facilities and the cost of periodic 
review of rural health facility construction projects.

Line 300
THTs line shows probable costs for consultants for mechanical, electrical, and 
structural enqineers required for undatino the the annual inventory of rural 
health facilities.

Line 400
THTs Tine shows expenditure for necessarv office supplies.

Line 500
This line shows necessarv expenses for office eqioment.

L i ne 700
Thp"estimated qrant expenditures shown on this line are provided to outline the 
dimension of need, hut cannot be interpreted as a recommended W e i  of state 
support.

These expenditures for qrants are based upon the recent Inventory of 18 
rural hospitals and nursinq homes. The inventory found numerous and serious 
deficiencies at the surveyed facilities. The fiscal note shows the probable 
qrant expense to the state for correction the noted deficiencies spread over the 
next six years. Grant expenses for subsequent years f1QRQ and beyond) should
decline once the noted deficiencies are corrected.

The inventory report qave estimated 148? construction costs for the correction 
of deficiencies which were noted at each TaciTftv.- The Inventory report cost 
estimates do not Include costs for fees, equipment. Inflation, site acqulstlon, 
and other proiect costs. To arrive at total orolect costs, the inventory report, 
cost estimates must, he adlusted hy a factor between l?r>* and IfiOt. In nreparlna 
this fiscal note the Department has used a factor of 15Dt with Inflation calculated
at lot a year. In est.Imatinn the qrant expendtnres under this hill the Department



Paqe two

has assumed each rural health facility would bear 20% of the total project costs. 
Under the provisions of CSHR 844 the local portion of costs may be adjusted to 
meet the needs of each facility and, therefore, may be hiqher or lower than the 
assumed 20%.
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