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Position Paper
on
Senate Bill 521

"An Act extendirg state aid for hospitals to specialized hospitals; and
providing for an effective date.

Any institution which provides room, board, and nursing service and other
hospital facilities required in connection with the diagnosis and treatment
for one type of care such as a mental hospital, psychiatric hospital, tuber-
culosis hospital , chronic disease hospital, maternity hospital, maternity
home, etc. may qualify for licensure as a specialized hospital under 7 AAC
12.010(b)(2). The quality of care provided and construction standards requir-
ed for the specific type of care offered through a specialized hospital are
the same as are required of a general hospital. As such, the operating
costs, construction costs, and maintenance costs of a specialized hospital
would not differ significantly from those of a general hospital of the same
size.

The reimbursement available from third party payors for services rendered is
much lower or non-existent for a facility which is not licensed as a hospital.
This provides a strong incentive for a facility which specializes in a certain
type of care (e.g., alcoholism treatment, rehabilitation treatment, Kidney
dialysis, etc.) to seek licensure as a specialized hospital. IT state aid
for general hospitals is extended to specialized hospitals this will be
another incentive causing increased desire on the part of such facilities to
seek licensure as specialized hospitals.

DHSS does not view the securing of third party payments or state aid as
justification for granting a specialized hospital license. To obtain licen-
sure as a specialized hospital a facility must first obtain a certificate of
need by demonstrating:

1) That superior alternatives to such inpatient services in terms of cost,
efficiency, and appropriateness do not exist and that the development
of such alternatives is not practicable;

2) That in the case of new construction, alternatives to new construction
(e-g-, modernization or sharing arrangements) have been considered and
have been implemented to the maximum extent possible;

3) That patients will experience serious problems in terms of cost,
availability, or accessibility, or such other problems as may be
identified by the Division of State Health Planning and Development,
DHSS, 1in obtaining inpatient care of the type proposed in the absence
of the proposed new service.

Several other criteria are also considered during the certificate of need
review which weigh the impact of a proposed specialized hospital on other
institutions; the immediate and long-term financial feasibility of the pro-
posed facility; the relationship of the proposed facility to the State Health
Plan and other applicable plans; the availability of less costly alterna-
tives, and the availability of resources (Including human resources) neces-
sary to the proposed specialized hospital.
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Position Paper
on
Senate Bill 521

Presently there is but one facility in the state, the Juneau Alcohol/Substance
Abuse Detoxification and Rehabilitation Facility, which has completed the
certificate of need review process and is under consideration for licensure
as a specialized hospital. One other facility, the Alaska Treatment Center,
Anchorage, has stated its intent to apply for a certificate of need pursuant
to licensure as a specialized hospital. In Alaska the general hospitals,
due to their low census, usually offer all types of care which are needed
and are financially justifiable for the community. In most cases a general
hospital will be able to offer the same services at a lower cost than would
a newly constructed specialized hospital. Specialized hospitals are not
justifiable if a general hospital can offer the same type of service at a
more reasonable cost. As such, DHSS does not expect the development of
specialized hospital to be high within the state.

Since the costs involved in the construction and operation of a specialized
hospital are similar to those of a general hospital, the Department of Health

and Social Services supports state aid for specialized hospitals similar to
that provided to general hospitals.

Recommended

Division of State Healt
Planning and Development

Date;

Approved by;
Helen DT Beirnc, CommTssion"br
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Date:
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7 izcd hospitalsi and providing for an effective date.”
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0 * Section * AS 29.89.100(3) 1is amended to read:
10 / * < 0) "hospital” means a licensed hoepital determined by the
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13 the state or the federal government.
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§ 29.89.030 Alaska Statutes Supplement § 29.89.030

19.30.251), and (@) alleyways, in accordance with regulations adopted
by the Department of Transportation and Public Fecilities. A payment
may not be made under this subsection formaintenance ofa road which
is not used by automotive equipment.

() A frozenwaterway and a connection from an inhabited area toa
waterway which may be safely used for public transportation by
automot®ve equipment and is so used during a portion of a year is
eligible for a payment of SI,500 per mile if the waterway and
connection are maintained during ine period of use by a municipality
or combination of mur_icipalities. The department, after consultation
witn the Department of Transportation and Public Fecilities, shall
determine which waterways and connections qualify and, where the
waterways or connections lie outside the corporate limits of a
municipality, which municipalities shall receive the payments under
this subsection, unless the municipalities involved have agreed in
writing to a particular distribution. (83 ch 155 SLA 1980)

Sec. 29.89.030. State aid to municipalities and other eligible
recipients for health facilities and hospitals, (@ The department
shall pay

(D to a municipality which has the power to provide hospital
fecilities and services and which exercises that power, $1,000 per bed
for each bed actually ur<d for patient care, limited to the number of
beds provided for in the construction design of the hospital, or $75,000
a hospital for those hospitals with 10 or more beds, or $25,000 a
hospital for those hospitals with less than 10 beds, as the municipality
may elect; money received under this paragraph may be used only for

hospitals and shall be apportioned among qualifying hospitals as the
municipality determines;

(@ on the bnsis set out in (11 of this subsection to a municipality for
a nonprofit hospital not operated by a municipality ifthe municipality
first certifies o the department that the nonprofit hospital is in
compliance with nil standard* for hospitals which have been adopted
by the municipality; money may not be pa: ™m behalf of a nonprofit
hospital without this certification; payments to the municipality shall
be transferred to the nonprofit hospital inaccordance with the basis by
which the payment was genernted by the hospital, and shall be applied
to the annual oost of operation and maintenance of the hospital or for
the provision of health care service at the hospital as the directors of
the hospital determine;

(® to a municipality inwhich a health fecility is operated, $1,000
per bed for ""ach b<d actually used for patient care, limited to the
number of beds provided for in the construction design of the health
fecility, or $4,000 per health fecility as the municipality determines.

(® A hospital may not receive payment under both @)(0) nnd @)
of this section.



§ 29.89.040 Municipal Government 8§ 29.89.060

(© Money received by a municipality under (@)(3) of this section
Ehall be used for expenses of health services or operation and
maintenance of health fecilities as the municipality determines.

() Before money may be distributed under this section, the
commissioner of health and social services shall certify to the
commissioner of community and regional affairs that any
accumulation of assets by nonprofit corporations or other recipients
under this section isdedicated irrevocably to a public purpose. (83 ch
155 SLA 1980)

Crosi reference. — A» tocute aid for  Regional Affairs and commissioner of
hospital construction, sse AS 2290 health and sodd services, sse { 14, eh

Editor'a note. — As to repots by 1595 SLA 1980, effective July 1, 1980, in
Department of Health and Social Services  the 1980 Temporary and Spedial Actaand
ad Department of Community and Resohves.

Sec. 29.89.040. State aid to volunteer fire deportments in the
unorganized borough, (@) The department shall pay to a volunteer
fire department registered with the state firemarshal and serving an
area not in an organized borough or city a sum for protection purposes

equal to $10 per capita for the population served by the departL <, as
determined by the state fire marshal.

() A grant shall be made under (@) of this section to facilitate the
organization of a volunteer fire department in an area not in an
organized borough or city, upon application of the proposed fire
protection group to the state fire marshal and upon approval of
applications according to standards of organization and service

prescribed by regulations adopted by the staie firemarshal. (83 ch 155
SLA 1980)

Sec. 29.89.050. State aid to Native village governments. The
state shall pay $25,000 to a Native village government for a village
which is not incorporated as a city under tliis title. In this section,
"Native village government™ means

(D a local governing body organized by authority of the Act of
Congress of June 18, 1934 (25 U.S.C. &476); or

(@ a traditional village council or, ifthere isno traditional village
council, the paramount chief or other governing body of a Native
village which meets the requirements of the Alaska Native Claims
Settlement Act (43 U.S.C. &31601 - 1628). &3 ch 155 SLA 1980)

Sec. 29.89.000. Population determination. For purposes of this
chapter, population shall be determined oy the latest figures of the
United States Bureau of the Census or other reliable population dnta,
including but not limited to public school enrol Iment figures, public
utility connection, registered voters or certified employment payrolls.
&3 ch 155 SLA 1980)

139



§ 29.89.070 Alaska Statutes Supi .xment § 29.89.100

Sec. 29.89.070. Area cost-of-living differential (@) Payments toa
municipality or other eligible recipient under AS 29.89.020 —
29.89.030 shall reflect area cost-of-living differentials. Payments shall
be based upon the sum of per capita, per mile and per bed or fecility
grants due each municipalit>or other recipient multiplied by the
apy priate area cost-of-living differential. The area cost-of-living
differential for each recipient shall be determined annually by election
district under the provision* of AS 39.27.030. Application of the area
cost-of-living differential may i it result indistribution of an amount
less than the amount of the pa> -t determined without application
of this section.

@® The election districts used tc establish area cost-of-living
differentials under (@) of this section are those designated by the
proclamation of reapportionment and redistricting of December 7,
1961, and retained for the house of representatives by proclamation of
the governor September 3, 1965. (G 3 ch 155 SLA 1980)

Sec. 29.89.080. Miscellaneous services account. The
miscel laneous services account s established. Money to carry out the
provisions of this chapter shall be allocated by the department to the
account inaccordance with AS 29.95.010. Hfamounts in the account are
insufficient to pay each municipality 8 or other recipient$ share
authorized under this chapter, the amounts which are available shall
be distributed pro rata among eligible m nicipalities and other
recipients. (83 ch 155 SLA 1980)

Sec. 29.89.090. Regulations. The department Bhall adopt
regulations necessary to cam* out the purpose* of this chapter. The
regulations shall include minimum standards required to qualify a
municipality or other recipient for payments for each service. The
department may require a municipality or other recipient to submit a
performance report adequate to demonstrate to the department tha a
service for which payment is requested under this chapter was
performed by the municipality or other reorient and meets minimum
standards of service prescribed by regulai on. (6 3 ch 155 SLA 1980)

Sec. 29.89.100. Definitions. In this chipter

(D department””means the Depart*tent of Community and
Regional Aflairs;

12) "health fecility®”

(A) means a facility which it licensed, when required, by the state
under AS 18.20.010 — 16.20.130 and which is owned or operated or
both by a municipality or by a nonprofit corporation or other nonprofit
Sponsor,

(h) includes a public health center, maternity home, community
metal health center, fecility for the menially or physically
han icapped, nursing home or convalescent center,
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§ 29.89.100

Municipal Government

§ 29.89.100

(©) excludes a facility operated or whol ly supported by the state or

the federal government;
(©)

"hospital”” means a licensed hospital determined by the

Department ofHealth and Soci. I Services to be a general hospital; the
term excludes a facility operated or whol ly supported by the state or the
federal government. (&3 ch 155 SLA 1980)

Chapter 90. State Aid for Hospital Construction.

Section
10 State aid for hospital construction
20 Hospital construction  assistance

aocoount
30 Definitions

Cross reference. — As to dlat* aid to
municipalities and other  eligible
recipients for heall fadlities and

itals, Mt AS 29.9U30.

Effective date of chapter. — Section
17,ch. 155. SLA 1980. prvides that 11 1
— 12 of the at take tfTc-. onthe first day
ofthe fiscal year for which (33,400.000 or
moe ta agxgpnalg?tard alloned p%/ the
govermor Istribution to municipalities
ad other recipients under the
11— 220ofthis act or onJuly 1.1983
whichever is eadier. A toa of
(33500.000 wes opriated for the
progras far the fiscal year beginning
July 1 1980 The appropriations wen
cade in 11 5land 52. ch 120 SLA 1980,
ad| 6. ch 165 SLA 1990,

Editor's note. — Section 12, eh 155
SLA 1980, effective on the sane day as
ths ter, ~ provides.  *{a)
Notwi ing other provisions of secs
1—11 of thisact. (1) anmunicipality may
ot receive less than (25,000 plus an area
cat-of-livirig differential during the furl
fiscd year u>which this act is effective
ard(2Lanmunicipalitywhi >would receive
under AS 2083, added by sec 2 of this ad.
Isssthan 15 cf the amount which
it received for the last fiscal ysar under AS
4318010— 4318 045, repesled by ssc 11
d this act, u. for each of the firel five fiscal
years during which sees 1— 10ofthis act
aeeffective, entitled to receive an amount

isions

eq to 125 of the amount which
it received forth™ last fiscal year under the
fomer provisions of AS 4318010 —
4318 in accordance with  those
provisiors, (b) For the first five fiscal yean
during which sacs J— 10of this ad are
effective, in order to pay the anounts
i a) othhis rection, ﬂ"(n)ef
I*

Community and Regional irs to the
aooounts established in AS 29.86.035. AS
2089080, add AS 2090020 shall be
A-rslei by an amount which reduces the
dlocalion to each accout in equd
ﬁgjomm, ad the prorated amounts

| ke dllocated to these acoounts (c<For
i first five fiscal yean during which
s 1 — 10 of this art are effective,

thr borough &t less, the armount of noney

thet the senice ares received during the

latt fiscal year under the former provisios

of AS 4318010 — 4318046, la

sc;grdincr with k1))1/1039 pra/isiontso;j_‘eaIm
to

i AT

se 114 ch 166 SLA 1990 in the 19%u
Termporary and Special Acu and Resalves
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§ 29.90.010 Alaska Statutes Su “"lement § 29.90.030

Sec. 29.90.010. State aid for hospital construction. If
construction of a hospital began after January 1, 1968, and state
matching aid for construction approved for payment to the
municipality or other hospital sponsor constitutes lessthan 25 percent
of the total project aost, the department shall pay to the municipality
or other hospital sponsor each fiscal year S2.500 a bed forthe max imum
number of beds provided for in the construction design of the fecility
or five oercent of the total project aost, whichever is greater. State aid
provided for in tn.s section shall continue uitil the municipality or
other hospital sponsor has received an amount which, combined with
state matching money for construction of the hospital, equals 25
percent of the total project ast. Money received for construction may
not be used for any other purpose. &4 ch 155 SLA 1980)

Sec. 29.90.020. Hospital construction assistance account The
hospital construction assistance account isestablished. Money to carry
out the provisions of this chapter shall be allocated by the department
to the account in accordance with AS 29.95.010. Ifamounts in the
account are insufficient to pay each recipient 3share authorized under
this chapter, the amounts which are available shall be distributed pro
rata among eligible recipients. 84 155 SLA 1980)

Sec. 29.90.030. Definitions. In this chapter

(1) "department”” means the Department of Community and
Regional Affairs;

(@ "hospital”” means a licensed hospital determined by the
Department of Health and Social Services to be a general hospital; the
terra excludes a facility operated or whol ly supported by the state or the
fr\Lral government;

(3 "total project cost'* means

1A) costs directly related to the project; and

»B> the total of all costs of financing and carrying out the project,
including but not limited to,

(@) the costs of all necessary studies surveys, plans and
specifications, architectural, engineering or other special services,
acquisition of real property, site preparation and development,
purchase, construction, reconstruction and improverm it of real
prop”uy, and the acquisition of machinery and equipmc”. as may be
necessary in connection with the project;

(i) an allocable portion of the odmmisti tive and operating
expenses of the municipality or other hospital sponsor,

(iin) the cost of financing the project, including interest on bonds
issued to finance the projear.; and

(iv) the cost of other items, including any indemnity and surety
bonds and premiums on imurance, legal fees, feel and expenses of
trustees, depositaries, financial advisor*, and paying agents for the
bonds issued as tht issuer considers neccéanry. (F 4 ch 155 SLA 1980)
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Health, Education and
Social Services Committee

Charlie Parr. Chairman Pouch V
Tenry Stimson, Vice-Chairman Official Business State Capitol

Vic Fischer - Juneau, Alaska 99811
Tim Kelly AI k St t L g I t 465-4907
dSKa olate Leglslature

June 9, 1981 Senate

TO: Legal Services

FROMt Sandra Stringer
A.A., Senate HESS

Please prepare a committee substitute for SB 521 by removing all of the
language from SB 521 and replacing it with all of the language from MB 393.
SB 521 will then also need a title change.

Thank you,



HEALTH
CHAPTER 1202

3ENATE BILL 413 (BEILENSON)

An acttoadd Chapter2 icommencing uith Section 12S0) to Division
2 of. and to repeal Chapter 2 (commencing with Section 1250) of
Division 2 of the Health und Safety Code, to amend Sections 16300
and 16312 of the Welfare and Institutions Code, and to amend
Section 19 of Chapter INS of the Statutes of 1972. relating to
health

|App»o»cd by Governor October 2. 1973 Filed w>lh
Secretary Ct Slatr October 2. 1S¥73)

LEGISLATIVE COUNSEL'S DICKST

SB 413. Beilenson. Health

Repeals and reenacts provisions relating to licensing of health
facilities to revise facilities subject to licensure, provide for licensure
of various prescribed classes of hcaltn facilities, and for iisuanre of
s[iecial permits in addition to a license authorising a health facility
to offer one or more of proscribed special vervu -s.and rev ise powers
and duties of Department of Health and provisions re offenses, sus-
pension and revocation of licenses, malpractice actions, and services
in health facilities

Provides ff,t special fees to be chareed specified health facilities
ishich -«reto be d posited in the California Ilealth Facilities Account,
and provides that no license for such a facility shall he issued or
renewed if the fee is not paid

Males related provisions

f'rov ides that neither appropriation ismade nor obligation created
for the reimbursement ol ans local agrncv for *n> costs incurred bv
it pursuant to the act

Thr /tci'ple of the State of California dr enact & fellows

Section 1 Chapter 2 icotnmencmg with Section 12A0V of
Division 2 of the Health and Safety Code, avadded by Chapter 114S
of thr Statutes of IV72. is repealed

Sl< 2 Chapter 2 tcomrnrnring with Section 1230) is added to

Division 2 of the Health and Safclv Code, to read
Ciurtth 2 Health Facilities
Article I General
1230  \s used in this chapter "health facil tv" means any facilitv.

place or building which is organized, ruainta.ncd and operated for
the diagnosis, cate and treatment of human illness, physical or



mental. including convalescence and tchabiiitation and including
care during and after pregnancy, or for am one or more of thrse
purposes, for one or more persons, to which such persons are
admitted for a 24-hour stay or longer, and includes the following
types
.(a) “General acute care hospital” means a health facility having
a duly constituted governing body with overall administrative and
professional responsibility and an organised medical staff which
provides 24-hour in-patient care, including the following basic
services medical, nursing, surgical, anesthesia, laboratory, radiolngv,
pharmacy, and dietary services
Ib) "Acute psychiatric hospital” means a health fanhtv havinc a
duly constituted governing body with <w<<rall administrative ..r»d
professional resj»onsibilitv and an orgam/rd medical staff which
24-hour inpatient care for mecntaiis disordered,
ImuTrEtenl', or other patients referred to in Dniuon 1
(commencing with Section 3000) or Dnision 6 icommencing with
Section 6000) of the Welfare and Institutions Code, including the
fillovsmg basic services mrd.cal, nursing, rchabditatnc. pharmacy,
nd dietary services
(c) "Sidled nursing facility” means a health facdity wfuch
provides the following basic services sidled nurnng cate and
supportive care to patients whose pnmars ored is for a%ailabd>i« of
sltilrd nursing care on an evtrnded bans
(d; “Intermediate care facility” means a health facility wh»ch
provides the following basic servers ir. pa* eni ore to ambubuxi
or scim ainbulatorv patients who havr iccutrmg nerd for ikilinJ
nursing supervision and need supj*o»tivr care, but who do is*’
require availability of Continuous sidled nursing rarr
12303 "Council” means the advisors llratih (Vunnl
1231 "lucerne” me-ins a basic (setmil in operate a health lar «/m)>,
which shall not hr transferable
12313 \ "s|v-rial |<rrnnt  « a prumt >iiks( > *ikfl»on to a
license, authoring a health facshts lo cllst one © imar «f Ifsr
sjsecul vers re s specified in Section 121'when lhe inirikiuitn ciii
has drierm.ned that Ihi health fasthis fia» n/t IV eun.l«l« t «
qualits of care rstablishrd In state >V|uiln« it' pursuant 1 tit-itr
3 icvmmrwtng w.th Srctiori 12?3>
1232 "Special service” means a (untltenaldiuw o drisartmrni
ni unit of a health facility winch it orgiM/ed.. stafhd andn |w j |e«]|
lo provide aspecific Is|ir «« lije n d patirfit rate and wtwchhirt tmen
identified bs regulations c< the stair department and Im which rbr
stair department hasrstabhthrd i(nyu | standards Its ijtu Ili ol care
1233 No person, firm. $Mftrtrtsfup. hwculimi cm pu*lk« w
political subdisiuoci of lhe slate, or ot.'ei guvnit'tenirl agrwy
within lhe slatr siall operate. ettabfnh m aiuir. rmdwt of
maintain ahealth facihls in thisslatr. wsilms* lint >Mairing alarie
thrrrfor at ptiniw f >nihs chaplet. not j*m»de .fin |«li | |[V?4
special setSim without approval of Ihe tlsir drpattnrel 11m nn
any health factlits offering any tjm «d srtvwr on Ihr iN ninr dsir
of this section shall be approved by the stair (Iqguittn m t to cento**-
such setsices until d r itair depailsnmr r-sahaalr* the quails ofiw rl
services and lain petnutted aclson
1234 Tlie slate depatimml shall uftipwct a/v hr**** hramis
facilities The stale departmant shall Ixvr.e gnxi»1 atuir - ate
hospitals, acute purhuttK haspstallt sh M rsutict| I»rslt*n a-4
intrrm ediatr care facilities lo prossde Ihr«i rei(ftr<l*te Um w ucn
specified in Section 1230 Lirepr as [**o«tEed *n Vvtse* |[2S> Ur



Cmin*nt Domain

5e *»n;c Sth , Fee

loan t*M *a*te

lunue l«M r

CaMatitna

lefitok totoe*

t— tol H»M«to(to

HEALTH FACILITY CONSTRUCTION

Ainmbty BUI 314$ (Brawn), Choput 1014, revHe* the condition* precedent
to (he M tm e of eminent domain by nonprofit ho«(*Ul« Requite* a public
hearing in (ho ate* in *hkh (he hoipiUt ii kxatod and notification, (o (he
ben) voluntary health panning agency, of aucfce+ bearing Fartherrequire* the
tOenning agency m penre to (he Department prior (o (he hearing and within
fo dtya of node*. Stipulate* that the hearing dull, in run. at lant conuder
She tropow d t*pam*>t|»im pact upon the delivery of heotih care eervKea In
(he <*«mfl*unity and wpco the erairanineni Th»« urgent* me*«ure bermne

«fieriret September 23. 19?4. :Amend* Section 13342 *f the Cede of C m)
Procedure.)

AoeraWy BUI 3€H 'La*’rrtan). CKtptrr ff*M. clan?** (ho fee provtoon ad
(he Searmc Safety L*« y«M*d in 1t?] Rnai» (he 0* percentm u m
of (he ewtmated cmmimko com. lot ato** d**elefra*nt ef a ibdk* wnale.
Thn amendment WMJ etaiiuie titetM e «i*te project* «m tobjeei la
lee* often cut o prop—  to (lie re(a.r*e aw of the penjeet«Awadt totUon
12011 of (ne Health and Safety Code.)

Smafr BUS 1417 fStufl). CArhn /). authority* any jadt pw *n retity to
he a herw rt Mid to hew ell eAhee fawerv drier and twfOMddNtoi erdtr
(he Catifrrma )(«ahh FaettiUraCa— t— Lma lanniarr U * anlWaMr
to cttoA <vo»tM» and drtrat towyviak The aryewy e— »0»* Nw »" efiee-

tite Frtrom II. 1f?74 (Aamh fertna 4X2 ad (X ItenlRh and ohti
Ode)

jitm ei# Bus ITFP 'Aiywrtt. O eptr 141). <«s»** He M m Vv f» Cane>
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LAN DEPARTVENT  586-3300
May 21, 1981

Sanitor Ch«rU« Parr. Chatman

Senate Health. education and
Social Services Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

filet Legislature - 1981 - SB 521
Suhjectt Support of Sill
Oe«r Chairman Parr

Senate Sill 521 deal* tilth too problem*. Section 1 deals with
the Inequity that arlsee In the revenue sharing system Bor hospi-
tals and health facllllle*. Presently, un”er AF 29.89.010. a
Hospital ( ‘“lined a* a general Hospital) Is entitled to a minimum
annual revenue sharing grant of 175.000 is it contains 10 or more
Heds. AheoltH Bacilli? Is entitled to only 51.000 per bed. This,
a 10 bed general Hospital wov.d receive 975.000 while a 10 bed
Health lactlit? would racelra onl? 810.000. Prior to this year
this disparity probably created no serious ﬁr_oblems ot equity.
However. there Has Just cone Into belnghln this state a type ot
laclllty which Is known as a special lead Hospital. The epeclaftlted
Hospital Is a hospital which dees not otter the lull range ol
medical treatment oltered In a general Hospital. However, the
special iced hospital must meet all applicable regulations ot a
eneral Hospital. both lor constructloo and iteration, as the
epartment ot Health and Social Services determine* are applicable
to IHa spaclallcad Hospital. To be licensed as a specialised
Hospital, the laclllty mast Ilrst obtain a certlllcata ol need
Just as a general Hoapltal does and must meet the sore stringent
construction end operation requirement# ol a general Hoapltal.
Thus. the operating eapenaea ot a special Ited hospital flef*
closely approach th*se ol a general W.spiral than the¥ do those
ol a "~mere Healthlaclllty. Unfortunately, as the Tlaw la new
vrit'en a specialised Hoapltal could qualify only a* a Health
laclllty. ty changing the definition of to Include
both general andspecialised Hospitals this problem ol equity
will bo overcome. tect | «o lof Senate till 521 would «ervflf«S
that change.

dectlom 2 ot the bill relates to the seme soft ol problem which
ee|lata under the construction grant revenue sharing portion ot the
statute, ftlor to «ul? I. 19#0 both hospital a end Health tectlltlee
vote quailll-l1 lot construction aid (n the amount ot 111 ot the
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construction coata which were not met by the state under other
facHH(:jy grant program*. \When the revenue aharlng statute waa
revised In_ 1960, construction aid tor health facilities was
deleted. This left only general hospitals qualified to receive
construction aid. For the reasons discussed above, the Inequity
which exists here between a general and specialised hospital Ila
even greater as the specialised hospital receives cero while the
general hospital receives a guarantee of 251 assistance.

tn the case of Juneau's Alcohol and Drug Abuse Medical Treatment
Hospital (a specialised hospital) the situation seems even ewre
unfair. With the encouragement of the State of Alaska, Juneau
proposed to build a regional hospital facility tor the medical
treatment of alcohol Is* a..d drug aVise. At the time the facility
was proposed, planned and constructed. It qualified tor construc-
tion aid as construction aid at that time was available tor both
general hospitals and health facilities. Thus, when we planned
and constructed our facility it was Immaterial whether it was
classified as a general hospital, specialised hospital or health
facility a* It lualltled under the law then on the books tor a
251 construction aid grant. However, right after we completed
the construction the construction aid statute was changed to limit
eld to general hosoitals. t believe thatwehvve the only facility
In the state which had the rug pulled out tree under it by this
change In the revenue sharing statute. Section 2 of the bill
would not only have the effect of restoring construction aid

tty between general and specialised hospitals, but It would
rio make our facility eligible once again for the construction
. |_o=_a35|stance which we relied wupon when we constructed our
acility.

g[J(IaE urge you to pass out Senate 91111 521 with a do pass recossoends-
on.

Cicy-torough Attorney
uw Jir
cc tenetor till Say

tin VaSefletd. Chal man
Asseitfely Legislative Committee

<U«my Chitwood. Director. AMI.

Matt fells. <irector
Alcohol and Drug Abuse Central Agency
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LAW DEPARTMENT - 586-3300

May 27, 1981

Senator Charles Parr, Chairman

Senate Health, Education and
Social Services Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

File: Legislature - 1981 - SB 521
(State Aid to Specialized Hospitals)

Subject: Alternate Approach
Dear Senator Parr:

At the hearing on Senate Bill 521 held on Friday, May 22, 1981,
there was some Indication that while, lor revenue sharing purposes,
a specialized hospital should not be classified with mere health
facilities, elevating the specialized hospital to the status ot

a general hospital might be going a little to far. The alterna-
tive ot creating a third category tor specialized hospitals acemed
to be the most reasonable alternate. Such a third category could
be established by ronumboring the existing section 2 in the bill

as section 3 and substituting new sections 1 and 2 tor the exist-
ing section 1.

eSection 1. AS 29.89.030(a) Is amended by adding a new
section (A) reading:

(A) to a municipality which has the power to provide
specialized hospital facilities and services and which
exercises that power, an amount nor bed authorized tor a
general hospital In section (a)(1) tor each bed actually
used tor patient care, limited to the number ot beds pro-
vided tor in the construction design ot the specialized
hospital, or 80X ot the ali/suo grant authorized tor the
same size general hospital in section (a)(1). as the
mjniclpallty may elect; money received under this para-
graph may be used only tor specialized hospitals and
shall be apportioned among qualifying specialized hospi-
tals as the muncipallty determines.

=Sec. 2. AS 29.89.100 la amended by adding a new section
(4) reading:

(4) “specialized hospital™ means a licensed hospital
determined by the Department ot Health and Social Services
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to be a specialized hospital; the term excludes a facility
operated or wholly supported by the state or the federal
government.

I have attached for your convenience a copy of the statute
sections which would be amended by the proposed new language.
Note that the language proposed tracks with existing language
which deals with general hospitals.

The specialized hospital in Juneau is a 16-bed facility. Under
existing law its entitlement would be $16,000 ($1,000 per bed
for health facilities). The facility has a proposed operating
budget in excess ot a million dollars. Under the language pro-
posed above, the entitlement would go to $60,000, a figure which
seems much more in line with the expensive burdens placed upon

a specialized hospital.

For your information, the operation ot the Juneau specialized
hospital differs very little from that of a general hospital,
the major difference being that the specialized hospital does
not have to maintain facilities or provide for services which
do not relate to the specialized medical treatment provided by
the specialized hospital. For example, at our specialized hospi-
tal, all patients are admitted under the care of the patient”s
personal physician or under the care ot a licensed physician
retained by the specialized hospital. Our physician makes daily
rounds ot the patients under her care and is on call 24 hours
a day. We have not less than one registered nurse (R.N.) on
duty at all times. The RN"s perform the same functions as they
would 1in a general hospital, e.g., administration of medications,
observation ot patients, and completion of medical records and
aphs, 1including measurement and recording ot vital signs at
feast three times a day. The hospital maintains complete medical
records, Including the patient®s history and physical, physician
progress notes, nurses notes from each shift, vital sign graphs,
physician discharge summary, etc. The hospital must meet state
general hospital standards relating to infection control and 1iso-
lation. These control measures affect all staff. Including kitchen,
houseclcunlng, laundry, as well as nursing staff and physicians.
The specialized hospital must maintain a quality assurance program
meeting stAte standards. These standards are national standards
adopted tor general hospitals. None ofthe above are required ot
health facilities.

Alcohol and drug abuse are "diseases™ wiich respond to medical
treatment. Unfortunately, the combination ot the high cost ot
medical treatment and the stigma of being afflicted by such a
disease often prevents those who need such treatment the most from
seeking it. Anything we can do to reduce the cost will help induce
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those who need, but might otherwise forego, treatment to volun-
tarily enter a medical treatment program. Providing revenue shar-
ing commensurate with the needs of specialized hospitals such as
ours will be a significant step in reducing treatment costs to the
persons needing help.

Gerald L. Sharp
City-Borough Attorney

GLS:jr
Enclosure
cc: Senator Bill Ray

Jim Wakefield, Chairman
Assembly Legislative Committee

Matt Felix, Director
Alcohol and Drug Abuse Central
Agency

Ginny Chitwood, Director, AML
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Position Paper
on
Senate Bill 521

"An Act extending state aid for hospitals to specialized hospitals; and
providing for an effective date.

Any institution which provides room, board, and nursing service and other
hospital facilities required in connection with the diagnosis and treatment
for one type of care such as a mental hospital, psychiatric hospital, tuber-
culosis hospital, chronic disease hospital, maternity hospital, maternity
home, etc. may qualify for licensure as a specialized hospital under 7 AAC
12.010(b)(2). The quality of care provided and construction standards requir-
ed for the specific type of care offered through a specialized hospital are
the same as are required of a general hospital. As such, the operating
costs, construction costs, and maintenance costs of a specialized hospital
would not differ significantly from those of a general hospital of the same
size.

The reimbursement available from third party payors for services rendered is
much lower or non-existent for a facility which is not licensed as a hospital.
This provides a strong incentive for a facility which specializes in a certain
type of care (e.g., alcoholism treatment, rehabilitation treatment, Kkidney
dialysis, etc.) to seek licensure as a specialized hospital. IT state aid
for general hospitals 1is extended to specialized hospitals this will be
another incentive causing increased desire on the part of such facilities to
seek licensure as specialized hospitals.

DHSS does not view the securing of third party payments or state aid as
justification for granting a specialized hospital license. To obtain licen-
sure as a specialized hospital a facility must first obtain a certificate of
*eed by demonstrating:

1) That superior alternatives to such inpatient services in terms of cost,
efficiency, and appropriateness do not exist and that the development
of such alternatives is not practicable;

2) That In the case of new construction, alternatives to new construction
(e.g., modernization or sharing arrangements) have been considered and
have been implemented to the maximum extent possible;

3) That patients will experience serious problems in terms of cost,
availability, or accessibility, or such other problems as may be
identified by the Division of State Health Planning and Development,
DHSS, in obtaining inpatient care of the type proposed in the abtencc
of the proposed new service.

Several other criteria are also considered during the certificate of reed
review which weigh the impact of a proposed specialized hospital on other
institutions; the irrmediate ind long-term Tfinancial feasibility of the pro-
posed facility; the relationship of the proposed facility to the State Health
Plan and other applicable plans; the availability of less costly alterna-
tives, and the availability of resources (including human resources) neces-
sary to the proposed specialized hospital.

Page 1 of ?
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Presently there is but one facility in the state, the Juneau Alcohol/Substance
Abuse Detoxification and Rehabilitation Facility, which has completed the
certificate of need review process and is under consideration for licensure
as a specialized hospital. One other facility, the Alaska Treatment Center,
Anchorage, has stated Its intent to apply for a certificate of need pursuant
to licensure as a specialized hospital. In Alaska the general hospitals,
due to their low census, usually offer all types of care which are needed
and are financially justifiable for the community. In most cases a general
hospital will be able to offer the same services at a lower cost than would
a newly constructed specialized hospital. Specialized hospitals are not
jJjustifiable 1f a general hospital can offer the same type of service at a
more reasonable cost. As such, DHSS does not expect the development of
specialized hospital to be high within the state.

Since the costs Involved In the construction and operation of a specialized
hospital are similar to those of a general hospital, the Department of Health

and Social Services supports state aid for specialized hospitals similar to
that provided to general hospitals.

Division of State Mealt
Planning and Development

Approved by:

Department of Health and
Social Services

Page ? of ?
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Bill/Resolution No. SB 5£1
Title "An Act extending T late aid for Hospitals to specUIllI20d hospital®; and
Requested by Millpr Date 4/7/81
* providing for an effective date."
FISCAL DETAIL
Agency Aifected Health and Socia]._Se.rylces
Program Category Affected Hea lth
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THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

-v  SB No- 521/HB No- 482
Xiik State ATd tor nospnals to specialized hospitals

Reouesicd bv Senator way Date 5/19/81

11.  FISCAL DEFAIL n T e n ., .
Agency Affected Department of Community & Regional Affairs

Program Catecorv Affected Development
BRU, Program, or Subprogram(s) Affected Community Assistance Grants
(Note: If more than one budget component is affected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FYy 81 FY C2 FY S3 FY G4 FY 35 FY 36

100 PERSONAL SFRVICES
2nn TRAVEL

300 CONTRACTUAL

*00 COMMODITIES

S00 EQUIPMENT

6Q0Q LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC. 113.8 166.8 196.3 208.2 218.6

TOTAL -0- 113.8 188.8 198.3 208.2 218.6

FUNDING (Thousands of Dollar*)

GENER AL FUND -0- 113.8 18S.8 198.3 208.2 218.6

FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITION'S
FULL TIME -0- -0- -0- 0- 0- -0
PART TIME
IEM.PgR.ABL
1L ANALYSIS (See Fiscal Note Preparation Instructions. Section IlI) Accordina to the Department

of Health and Social Services position paper on H8 No: 482 (copy attached) there 1is one
facility under consideration for licensure as a specialized hospital: the Juneau Alcohol/
Substance Abuse Detoxification and Rehabilitation Facility. This facility would be
eltgtble for funding under two sections of the current law. Section 29.89.030 5tate Aid
to municipalities and other eligible recipients for health facilities and hospitals and
Section 29.90.010 State Aid for hospital construction.

Section 29.89.030 funding « 75,000
Section 29.90.010 funding 38,763
FY 82 additional funding needed $ 113,763
In FY 83 it is assumed that the Anchorage Treatment Center will also be eligible for fundino.
Section 29.89.030 funding e« $ 75,000
A five percent increase has been added to the next three fi-:al years.
IV. HATE 5/22/81 PREPARED RV Wetta Craoo,
AGENCY ~O0frVAIty & ~eglQnai frHpirs
Original Lcptlaiitc Finjnce PHONE 465-4733
CC. Dudcct and Manascmrnl

Prime Spomor (Fint Lrg"tbtoi Named)



§29.89.030 Alaska Statutes Supplement £ 29.89.030

19.30.251), and (@) alleyways, in accordance with regulations adopted
by the Department of Transportation and Public Fecilities. A paymer <
may not be made under this subsection formaintenance ofa road which
is not used by automotive equipment.

@® A frozenwaterway and a connection from an inhabited area toa

waterway which may be safely used for public transportation by
automotive equipment and is so uted during a portion of a year iIs
eligible for a payment or SI,500 per mile if the waterway and
connection are maintained during the penod of use by a municipality
or combination of municipalities. The department, after consultation
with the Department of Transportation ind Public Fecilities, shall
determine which waterways and connections qualify and, where the
waterways or connections lie outside the corporate Limits of a
municipality, which municipalities shall receive the payments under
this subsection, unless the municipalities involved have agreed in
writing to a particular distribution. (83 ch 155 SLA 1980)

Sec. 29.89.030. State aid to municipalities and other eligible
recipients for health facilities and hospitals, (@) The department
shall pay

(D to a municipality which has the power to provide hospital
fecilities and services and which exercises that power, $1,000 per bed
for each bed actually used for patient care, limited to the number of
beds provided for in the construction design of the hospital, or $75,000
a hospital for those hospitals with 10 or more beds, or $25,000 a
hospital for those hospitals with less than 10 beds, os the municipality
may elect; money received under this paragraph may be used only for

hospitals and shall be apportioned among qualifying hospitals as the
municipal ity determines;

(@ on the basis set out in (1) of this subsection to a municipality for
a nonprofit hospital not operated by a municipality ifthe municipality
first certifies to the department that the nonprofit hospital is in
comp Tance with all standards for hospitals which have been adopted
by the municipality; money may not be paid on behalf of a nonprofit
hospital without this certification; payments to the municipality shall
be transferred to the nonprofit hospital inaccordance with the basis by
which the payment was generated by the hospital, and shall be applied
1o the annual cost of operation and maintenance of the hospital or for

the provision of health care service at the hospital as the directors of
the hospital determine;

(@ to a municipality in which a health fecility is persted, $1,000
per bed for each bed actually ed for patient core, limited to the
number of beds provided for in the construe4 on design of the health
fecility, or $4,000 per health fecility as the municipal ity determine*

<) A hospital may not receive payment under both (aXxl)and @)
of this section.
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§ 29.89.040 Municipal Government 8§ 29.89.060

(© Money received by a municipality under (@)(3) of this section
shall be used for expenses of health services or operation and
maintenance of health fecilities as the municipality determines.

(d) Before money may be distributed under this section, the
commissioner of health and social services shall certify to the
commissioner of community and regional affairs that any
accumulation of assets by nonprofit corporations or other recipients
under this section isdedicated irrevocably to a public purpose. (83 ch
155 SLA 1980)

Croc* reference — Aj loiut« nd for  Rfion*l Affairs and commissioner of
tal construction. »*e AS 29.90, health and sodd senvice™, *=* | 14. ch
Editor's not*. — Aj to rgpot* by iS5 SLA 1900 sffsctiv* July 1 3900, In
of Health and Social Senvices  thr 1900 Temporary and Special Acts and

ad Department of Community and Resoves

Sec. 29.89.040. State aid to volunteer fire departments in the
unorganized borough, (@) The department ahall pay to a volunteer
fire department registered with the state fue marshal and serving an
area not in an organised borough or city a sum for protection purposes
equal to $10 per capita for the population served by the department, as
determined by the state fire marshal

(b) A grant ahall be made under (@) of this section to fecilitate the
organization of a volunteer fire department in an area not in an
organized borough o. city, upon application of the proposed fire
protection group lo the state fire marshal and up”™n approval of
applications according to standards of organization and service

prescribed by regulations sdopied by the slate firemarshal (I 3 ch 155
SLA 1980)

Sec. 29.89.050. Stale aid to Native village government*. The
state shall pay $25,000 lo a Native village -ovemment for a village
which 1is not incorporated as a city under trus title In this section.
"Native village government® means

(D a local governing body organized by authi t of the Act of
Congress of June 16, 1934 (25 U.S.C. | 476); or

(@ a traditional village council or. ifthere is no traditional village
council, the paramount chief or other governing I>ody of a Native
village which meets the requirements of the Alaska Native Claims
Settlement Act (43US.C 11 1601 - 1628). (I 3 ch 155 SLA 1960)

Sec. 29.89060. Population determination. For purpose* of this
chapter, population shall be determined bv the latest figures of the
United States Bureau of the Census or other -elisbl* population data,
ncluding but not limited to public school enrolIment figures, public

utility connection, registered voters or certified employment payrolls
(1 3 ch 155 SLA 1960)
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8§ 29.89.070 Alaska Statutes Supplement 5 29.89.100

See. 29.89.070. Aren cost-of-living difTercntial (8) Payments toa
municipality or other eligible recipient under AS 29.89.020 —
29.89.030 shall reflect area cost-of-living differentials. Payments shall
be based upon the sum of per capita, per mile and per bed or fecility
grants due each municipality or other recipient multiplied by the
appropriate ar“a cost-of-living differential. The area cost-of-living
differential for each recipient shall be determined annually by election
district under .he provisions of As 39.27.030. Application of the area
cost-of-living differential may not result in distribution of an amount

leas than the amount of the payment determin®d without application
of this section.

(b) The election districts u*cd to establish area oost-of-living
differentials under (@) of this section are those designated by the
proclamation of reapportionroent rnd redistricting of E-ecember 7,
1961, and retained for the house of representatives by proclamation of
the governor September 3.1965. (6 3 ch 155 SLA 1980}

Sec. 29.89.080. Miscellaneous services  account The
n.-*cellaneou™ services account is established Money to curry out the
provisions of this chapter shall be allocated by the department to the
account inaccordance with AS 29 95 010. Ifamounts in the account are
insufficient to pay each municipality®s or other recipient™s share
authonzed under this chapter, the amounts which are available shall

be distributed pro rata among eligible municipalities and other
recipients. (I 3 ch 155 SLA 1980)

Sec. 29.89.090 Regulations. The department shall adopt
regulations necessary to cany out the purposes of this chapter The
regulations shall include minimum standards required to qualify a
municipality or other recipient for payments for each seme* The
department may rvquire a municipality or other recipient to submit a
performance report adequate to demonstrate to the department that a
service for which payment is requested under this chapter was
performed by the municipality or Cher recipient and meets minimum
standards of service prescribed by regulation (I 3 ch 155 SLA 1980)

Sec. 29.89.100 Definitions In this chapter

(D “department” means the Department cf Community and
Regional Affairs.

(A “health fecility”

(A) means a fecility which la licensed, when reg-tired, by the state
under AS 18 20010 — 1020 130 and which isowned or >p«reted or
both by a municipality or by a nonprofit corporation or other nonprofit
E0NEOK .

CB) includes a public health center, meuraity home, community
mental health center, facility for the .rentally or physically
handicapped, nursing home or convaletcect renter.
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§ 29.89.100

Municipal Government

§ 29.89.100

(©) excludes a fecility operated or whol ly supported by the state or

the federal government;
(€)

"hospital”” means a licensed hospital determined by the

Department ofHealth and Social Services to be a general hospital; the
term excludes a facilityoperated or whol ly supported by the state or the
federal government. (G 3 ch 155 SLA 1980)

Chapter 30. State Aid for Hospital Construction.

Section

10 Suit ud (or hospital construction

A0 Hospital antmiction  assistance
aocount

A Definition!

Croat reference. — A* lo state aid lo
taunlapaliUet and  other eligible
recipient* for healthfedilities ad
hoapilala. im AS 29.89.030. )

Effective dale of chapter. — Section
IT. ch. 156 SLA 1980. provide™* that It 1
— *' of the at take effect on the finl day
ofthe fiacq] year for which 933,400,000 or

nmore u griated and alloaed by the
govermor far distribution to mumapallUe™
ad other recipient™ under the provision™

oIl 1— 12ofthi*an oronJuly 1.1983.
whichever i~ earlier A total of
133500000 we* iated for the
fo the year beginning
July 1. 19890 The appropriatio™ were
cade :c Il Bland 52 ch 120 SLA 1990,
*d| 6. ch 166 SLA 1980
Editor*not* — Secuoo 12 ch 155
%_A 1990. effective on ﬁe_de*a’h"e dal*g
S ’
Notwi ing omer%c(;ﬂ/isim*ofetc"
1— 11 of th*ert. (li a municipality may
nee receive Uaa than S23.000 plus an area
aw.-of' liviAf differential during the firot
fucal year in which thi* act w effective,
aid (21a mnakipality which would receive
mader AS 2V90. added by aec 2efthia ect,
wee than 125 percent cf the amount which
Breceived for Ihe laet fiacal year under AS
43 11010- 43 19045. repealed by eat 11
4 thia aft, m far each ef the fleet five fiacal
yeare during which eeca | — 10 ef thi* acl
ere effective, entitled lot wive as amount

equd lo 125 percent of the anmount which
It rvoeived far the laet fiacal year under the
fomer provisiot™ of AS 4319010 —
318045 ta acocadance with thoee
provisia™ (b) For the first five fiscal yean
duingwho, tees 1— 100of Uw» act are
effective in order to pay the amount™
required by (a) the
dlocatiot™ nece by the of
Community and Regioral ir to the
aooount* edabli*bed in AS 2099033, AS
2919’\*0Eyaid 5 aztgv\%xdqzo »hall ﬂ‘%
prorateu by anam. ich redLoe™
alocation te each accout in equal
ggnnm ad the proated amount™
| bedlot tied tothe™™* acoount™ <For
the first five fiscal yean during which
*8a 1 — 10 of this act are effective,
peiment of sa entitlement u> a borvugh
uncer AS 299 ey te med™* to a borough
only if the borough assenbly agee*
ta}lwl_(xate o eed|1 borough aenn*ofarea in

i borough at least a* amount of noney
thet the aeroce are™ received during the
les fiscal year under the formrer provision™
of AS 4)11010 — 4319045 la
aooordance with these provision™*

A* to report* by Department of Health
and Social Service* and Department ef
Cesmtuuty and Regions' Affairs and
N r nuastontr rfbeahh and SOUa) semens,
see | 14.ch 155. BiA 1900. IB the 1900
Temporary Sad Special Acte » aReeelvee
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§ 29.90.010 Alaska Statutes Supplement § 29.90.030

Sec. 29.90.010. State aid for hospital construction. If
corstruction of a hospital began after January 1, 1968, and state
matching aid for construction approved for payment to the
municipal ity or other hospital sponsor constitutes leis than 25 percent
of the total project cost, the department shall pay to the municipality
or other nospital sponsor each fiscal year S2.500 a bed forthe max imum
number of beds provided for in the construction design of the feci lity
or five percent of the total project aost, whichever isgreater. State aid
proviced for in Lds section shall continue wr.:il the municipality or
other hospital sponsor has received an amour.: which, combined with
state matching money for construction of the hospital, equals 25
percent of the total projict cost. Money received for construction may
not be used for any other purpose. (J 4 ch 155 SLA 1980)

Sec. 29.90.020. Hospital construction aslistance account. The
hospital construction assistance account isestablished. Money to carry
out the provisions of this chapter shall be allocated by the depaj tirent
to the account in accordance with AS 29.95.010. Ifamounts in the
account are insufficient to pay each recipient”s share suthorued under
this chspter, the amounts which are available ihall be distributed pro
rata among eligible recipients, (i 4 ch 155 SL\ 1960)

Sec. 29.90.030. Definitions. In this chapter

(1) imdepartment” means the Department of Community and
Regional Affairs;

(@ "hospital” means a lictn** hospital determined by the
Department of Health and Social Services to be a general hospital; the

term excludes a facilityoperated or t-holly supported by the staleor the
federal government;

(3 "total project cost'* means
IA* costa dirrctlv related to the project; and

»B> the total of all costs of financing and carrying out the project,
including but not limited to.

(@) the cost* of all necessary studies, surveys, plans and

specifications, architectural, engineering or other special services,
bcquisilior of real property, site preparation and development,
purchase, construction, reconstruction and tmproiement of real
property, and the acquisition of machinery and equipment a* may be
necessary in connection with the project;

(u) an allocable portion of the sdrr.micrstive and operating

expense* of the municipality or other hospital sponsor,
(tn) the cost of ftnainng the project, including interest on bonds
issued to finance the projtc*; and

(iv) ©» cost of other iten*, including any indemnity and surety

bonds and premiums on insurance, legal fe*. fees and expenses of
trustees, depositaries, financial adneors. and paying agents for the
bonds issued as the issuer considers necessary (1 4 u 155 SLA 1960)
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MEMORANDUM State of Alaska”,

2 9, ->
. _ . Q o 10
Hon. Lee McAnerney, Commissioner date: April 27, 1981 %o
Dept of Community & Regional Affairs r £
fite no. J-66-335-81 S.7
ATTN: Palmer McCarter, Director
Div. of Local Gov"t Asst telephone no-465-3600
WILSON L. CONDON subject: State revenueshading
ATTORNEY GENERAL with 1RA councils and
; A traditional councils,
By: A chiefs, or other gov-

Rodger W. Pegu5"S|1 erning bodies
Assistant Attorney

You have asked for additional advice on this subject.

Under AS 29.89.050, the state pays $25,000 annually
to a "Native village government for a village which is not in-
corporated as a city . . . The term 1is defined as a local
governing body organised under section 16 of the Indian Reor-
ganization Act, 25 U.S.C.A. 476 (1963) which was applied to
Alaska by the Act of May 1, 1936, 25 U.S.C.A. 8473a (1963), */
or as a traditional village council, paramount chief, or other
governing body of a village.

This stacute creates serious constitutional problems.
IT the money 1is not expended by the recipient to provide pub-
lic services in a racially non-discriminatory manner, the pub-
lic purpose clause **/ and the equal protection clause ***/
of the Alaska Constitution will have been violated. Lien v.
City of Ketchikan, 383 P.2u 721 (Alaska 1963). The test. How-
ever, 1is not the racial or religious character of the recip-
ient but the character of the use to which the money will be
put. ItJ. And the courts will look at the entire factual and
governmental context on a case-by case basis to determine
whether the expenditure serves a public purpose. Wright v.
City of Palmer. /68 P.2d 326 (Alaska 1970). Accordingly,~the
constitutional provisions vhicV require a public purpose and
equal protection will not be -a jnded so long as the services

*/ There 1is a question whether any section 16 tribal organi-
zation. other than the Motlakatla Indian Community Annette Is-
lands Reserve, Alaska, still exercises governmental powers af-
ter the enactment of the Alaska Native Claims Settlement Act.

A~ 1 Alaska Const., art. IX, $ 6. "No tax shall be levied or
appropriation *f public money made, or public property trans-
ferred . . . except for a public purpose.”

»»»/ Alaska Const., art. I, 5 1; U.S. Const., Amend. XIV, 81.



Palmer McCarter, Director - 2 - April 27, 1981
C&RA - Local Government Asst

provided by a village council are furnished on a non-discrim-
inatory basis.

A much less easily resolved problem lies in another
provision of the Alaska Constitution, article X, section 2:

All local government power shall be vested in
boroughs and cities. The State may delegate
taxing powers to organized boroughs and cities
only.

This limitation of "local government power"™ to boroughs and
cities is preceded by a purpose clause which states:

The purpose of this article is to provide for
maximum local self-government with a minimum
of local government units, and to prevent du-—
plication of tax-levying jurisdictions. A
liberal construction shall be given to the
powers of local government units.

The record of the debates at the Constitutioi.il Con—
vention makes it clear beyond reasonable doubt that this three—
fold statement of purpose and construction precisely and con—
cisely sums up the essence of the article on local Wjvernmont
and the intent of its framers. The framers perceived three
evils hobbling local government in Alaska and elsewhere: One,
there were a multiplicity of overlapping, special (often sin—
gle) purpose districts, each little known to the average voter
and each monomaniacly pursuing its own goals in disregard and
often in conflict with ether special purpose districts occupy—
ing the same, or part of the same. area. Two, many of th »se
districts operated on revenues from special purpose projects,
for example sewage disposal districts. Others levied taxes.
Their single purpose orientation, lack or centralized control
and responsibility, distance from any meaningful relationship
to the voters, and lack of any need to compete for a share of
an integrated budget made tax levies and expenditures excessive
and irrational. Three, the courts had hobbled local govern—
ments with general rules for construing t*olr powers under
which local governments could not respond to pressing needs
because they could not find some express prevision or a sta—
tute or charter which gave them the power to act on the subject.
The framert crafted article X to cure or remove all threo evils.

550 503515 (Mol Oy - Y SiEy o Anchorare. 366 P.2d

The provisions of article X carry out the iraners
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purposes. They prescribe that a "liberal construction shall

be given to the powers of local government units.”"™ Alaska
Const., art. 1, 8&1. They limit local government powers to
cities and boroughs. Id., 82. They allow the legislature to
delegate taxing power to boroughs and cities only. Id. They
prohibit new special districts ("service areas"™) fronTbeing es—
tablished "if, consistent with the purposes of this article,

the n«w service can be provided by an existing service area,

by incorporation as a city, or b/ anrexation to a city.” Id.,
85. The adoption of hctnc rule cnarters is placed in the

hands of local voters, 1id., 5 9, and home rule local govern—
ments have all powers not prohibited by law or charter. Id.,

5 11* Finally, to make boundary changes, 1including mergers, ~
as easy as possible, a state commission is empowered to change
them, subject only to a two-house veto by the legislature, id.,
5 12. In other words, 1if the constitution is followed, none

of the three evils the framers sought to cure and avoid can
exist in Alaska.

The use of traditional village councils or IRA coun—
cils toprovide local government services 1is at odds with the
constitution®s provisions .n local government. The public
services they would perform art these which local governments
perform. The Alaska Constitution limits the exercise of those
Dowers by political subdivisions of the state to boroughs and
cities. The tribal councils arc neither. If they axe duly
vrganised under section 16 of the Act. 25 U.S.C.A. 676 (1963),
thcv arc tribal governments with sovereign immunity. Parker
Dr11linp Co. v. Mctlakatln Indian Community. 651 F.Supp™! IT7y
(b. Alaska 1978); Atkinson v~ Haldane. 509~~P.2d 151 (Alaska
1977). Financing a broatfrangc of tribal government activi—
ties onthe port of the councils is not for a public purpose
of the state. Financing a broad range of non-trlbal. local
government activities through the councils wouFd effectivcly
raise them “6 the status of local governments. That conflicts
with the constltutional mandate tl.at the legislature may only
use cities or boroughs to provide local government, and it
Indubitably removes any incentive -- or even any rational ba-—
sis -- for a village to incorporate «s a city. It would also
have the practical effect of crenti.ig or sanctioning a racial —
ly exclusive dc facto local government under color of .tato
law, which 1is the reason tivat tribal councils cannot be desig—
nated by tho state to be cities or local governments. Under

the Equal Protection Claus?, the state cannot set up racially
exclusive political subdivisions.

This 1is not to say that the state cannot contract
with a racially (or religiously) exclusive group to provide
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public services or manage a public facility on a non-discrin-
inatory basis for all the residents of a community. On a lim—
ited basis, therefore, grants can be made to IRA councils 1in
their capacity as business corporations to provide some public
services. The state constitution, however, bars the de facto
establishment under state law of these councils as the local
governments of Alaska®s villages.

There 1is still another problenm. In making monetary
distribution to Native village governments but not to other
potential applicants for grants in th”cc villages and in other
unincorporated communities, the statute may create equal pro—
tection problems by discriminating against the latter without
a reasonable basis, if these are responsible parties which arc
equally capable of providing community services. This prob—
lem can be solv d by amending the law to open the class of
beneficiaries to other entities and other communities and in—
cluding them, on application, 1in the distribution. We under—
stand that there arc 30 of these communities.

Turning to your specific questions, first to be elig—
ible to participate in the revenue sharing program, the commun—
ity must meet the statutory requirements, make application, and
undertake to expend the money for public purposes on a non-
discriminntory basis. Because the contract cannot be enforced
in court unless Congress waives the tribal government™ sover—
eign immunity, you should use forfeiture of the grantee®s
right to a grant in the following fiscal year as an enforce—
ment mechanism.

Second, ot-ate money cannot be expended for the costs
of general administration because the village councils and
other groups arc not public agencies of the state or its po—
litical subdivisions. They arc, on the one hand, federally
recognized and organized tribal ontities, and on the other,
private associations or corporations. With respect to the
former, depending on whether they arc organized under section
16. section 17. or both of the Indian Reorganization Act, they
are governmental, corporate, or both. In their governmental
role, they are tribal. In their corporate role, they are pri—
vate. All of them can provide public services on a non-dls-
criminatory basis, and to iho extent that they do so. a pro—
portional share of their general administrative cost-i can be
paid from state money.

Third, we know of no way to insure that the money
will be spent for the good of the*whole community Obviously,

each recipient must be required to promise that the money will
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be spent for the good of the entire community and to specify
what public services it will provide on a racially non-discrim-
inatory basis. Enforcement will be difficult against a tribal
council acting in its governmental capacity under section 16

of the IRA. Fo.* that reason, 1if a section 17 corporation ex—
ists, the grant*contract should state that it is with the vil—
lage council acting 1in its capacity as a business corporation.

RWP/pjE

cc: Hon. Willian R. Nix
Commissioner
Department of Public Safety

Daniel W. Hickey
Chief Prosecutor
Juneau AGO - Criminal Section
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Title An Act relating to aid for health facility mmtmrtinn

Requested bv  Miller

FISCAL DETAIL o _ .

Agency Alfected Department of Cornvjnity end Regional Affair*;

frc%ram Catcyory Affected  Development _

BRU. Program, or Subprogram”) Affected Local Government Assistanr*

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding lor each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 81 FY C2 FY 83 FY C FY 55 FY 86

lon  PrRCONA! SFRVIrES -0- -0- -0- -0-
n travfi 0 -0- -0- -0-
jon nNTRATrAI 0 -0- -0- -0-
jnn COMMODITIES b -0- -0-
<On  FOIIPMI-S'T 0 -0 8 -0-
MO  LAND A STRUCTURE* -b- -0 -0- -n-
700  GRANTS. CLAIMS nr. 41.6,1 41.6 <1.6 40.6

TOTAL <1.6 <l.6 <l.6 D>

FIN'DINC  (Thouunds of Dollars)

rrNFRAI FUND 41.6 41.fi" <1.6 40.6
FEDERAL FI NDS ‘ -|P -(0- -0-
01 HER iSnecitv Fund Source) -U- -0- 0 0
«  MSIILQhS
FULL TIME 0 -0- 0 0
PART TIMS
TEMPO AMY

|

con

ANAL? SIS (See Fiscal Note Preparation Instructions. Section I11)

HB 393 1s epacted three additional health facilities will be eligible to receive
struction aP }und}ng. Fund%ng Ejflor these new facilslties wou,lg c%me from Chapter 90

which 1s already funded for the purpose of paying for construction cost of hospitals.

¢0S

Additional fun m% 1s necessary If the definition of a facility eligible of construction

t reimbursement Is expanded, the following Is a list of the facilities that would

benefit from this legislation showing the amount of funding that they could receive 1f
Chapter 90 of the State Revenue Sma g Progran Is adequately funded:

FY 82 FY 83 FY 64 FY 8

. E Unification (.'uneau 538,763 38,763 38,763 38,763
AHachat Health Cl Snlc | 1,051 1,851 1.851 1851  n
NapatHak 1,000 1,000 , 6# I
V. nATE Juff 2% 196L . PltrpARFfY hv  Qoug Griffin .

_ ACLNCY - YgTjUv * Regional Affairs/LGM)
Onpnal; Lcpsblbr Finance PHONE 465-4736
(C lludccl and Maragcment

Prune Spontur (First Lrguhior Named)

M 33-00t (Rev. 12/80)



RAPER/Department of Health & Social Services

POSITION

Position Paper
on
House Bill 393

"An act related to state aid for health facility construction; and providing
for an effective date."

House Bill 393 proposes to include the cost of constructing certain health
facilities constructed after January 1, 1968, and before July 1, 1980, as
eligible costs for reimbursement under AS 29.90.010. Following conversa—
tions with the Department of Community and Regional Affairs 1t Is the under—
standing of the Department of Health and Social Services (DHSS) that HB 393
would affect only three health care facilities: Juneau Alcoholism/Substance
Abuse Detoxification and Rehabilitation Facility, Aklachak Health Clinic
and Napaskiak Health CMnlc.

The greatest impact would be upon the Juneau Alcoholism/Substance Abuse
Detovlfication and Rehabilitation Facility. This facility had been con-—
structed with the anticipation of receiving a total of S193,815 over a five
year period under AS 43.18.010(j). One payment In the amount of $38,763 was

made to the City and Borough of Juneau before the municipal revenue sharing
formula was recodified under Title 29 In 1980. The remaining four payments

were not received by the City and Rorough of Juneau since the Bill which

recodlfleu AS 43.18.010 also restricted reimbursement of health care facility
construction costs to licensed hospitals, determined by DHSS to be general

hospitals.

The effect of HB 393 would be to "reinstate" the Juneau Alcoholism/Substance
Abuse Detoxification and Reiiabllltation Facility, Aklachak Health Clinic,
and Napaskiak Health Clinic as eligible facilities for the purposes of
eecvcnue sharing under AS 29.90.010. According to the Department of Conr’fnlty
and Regional Affairs these facilities would receive the following funds
over the next four years:

FY *"BP FY =83 FY "R4 FY *85
Juneau Alcoholism/ S3B.763 $38,763 $38,763 $38,763
Substance Abuse
Detoxification
Aklachak 1.RSI 1,861 1,861 1,851
Napaskiak 1,000 1,000 1,000 =0-
TotaT Rr:Ard- Mirra------ wrtm — m jw

Pano 1 of ?



Position Paper
on
House B111 393

DHSS believes 1t would not be unreasonable to continue the anticipated payments

/ / 6 Q ’

Phoebe A. Lindsey, Directory
Division of State Health
Planning and Development

Recommended by:

Date: UAijJL' [tf& |

Approved by: /y.~"n ,
Helen n; Beirne
Commissioner
Department of Health A
Social Services

Nate: A
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