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(A la s k a  j& t a le  l e g i s l a t u r e
H o u s e  o f  R e p r e s e n t a t i v e s

Official Busineu

Pouch V 
S ta te  Capitol 

Jun eau , Alaaka 99811

MEMORANDUM

To: Representative Mae Tischer, Chairman 
House Health, Education and Social Services Committee

From: Representative Terry Martin

Date: February 16, 1984

Subject: HB 477

"An Act relating to repayment of state aid 
facility construction."

for hospital and health

Over the years, the state has provided millions of dollars toward construction 
and expansion of non-profit hospital facilities. Under current law, if the 
non-profit hospital is sold to a private, profit-making entity, these dollars 
are unrecoverable by the state.

This bill provides that, if a non-profit hospital which received state con­
struction funds is sold to a private entity, the state will be repaid. The 
formula in the bill provides for recovery of the state's investment, plus a 
proportionate amount of the profit received from the sale.

The question is raised as to whether the state can go back and amend existing 
contracts. Ed Hein, LAA legal counsel, contends that this would probably be 
upheld in court if the amendment were to a contract between the state and a 
non-profit or municipal agency, but would not be legal if the state were 
trying to amend a contract made with a private entity.

This bill is an important protection of the state's investment in public 
health care, ensuring that dollars Invested remain in public use, and do not 
become a subsidy of private, for-profit enterprise.
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S U B J E C T :  R e p a y m e n t  o f  s t a t e  a i d  for h o s p i t a l  a n d  h e a l t h
f a c i l i t y  c o n s t r u c t i o n  (Work O r d e r  No. 13-1519)

TO: R e p r e s e n t a t i v e  T e r r y  M a r t i n  j *;

FROM: E d w a r d  H. H e i n
L e g i s l a t i v e  C o u n s e l  J

E n c l o s e d  is the b i l l  d r a f t  w e  d i s c u s s e d  o v e r  t h e  t e l e p h o n e  
r e g a r d i n g  r e p a y m e n t  of  s t a t e  a i d  g i v e n  u n d e r  f o r m e r  A S  29.- 
9 0 . 0 1 0  - 2 9 . 9 0 . 0 3 0 .  I h a v e  u s e d  t h e  f o r m u l a  t h a t  a p p e a r s  in 
19 A A C  3 0 . 0 6 1  (b) for r e p a y m e n t  c s t a t e  a i d  if the h o s p i t a l  
c e a s e s  to b e  a h o s p i t a l  w i t h i n  20 ye a r s .  T h i s  f o r m u l a  p r o­
v i d e s  for r e p a y m e n t  of  the o r i g i n a l  a m o u n t  g r a n t e d ,  p l u s  o r  
m i n u s  t h e  p r o p o r t i o n a t e  s h a r e  of  a n y  p r o f i t  m a d e  o r  loss 
i n c u r r e d  f r o m  t h e  t r a n s f e r  of  the h o s p i t a l  o r  h e a l t h  f a c i l i t y  
to a f o r - p r o f i t  entity.

Y o u  s h o u l d  b e  a w a r e  t h a t  t h e  b i l l  is n o t  i m m u n e  f r o m  l egal 
c h a l l e n g e ,  a l t h o u g h  a c o u r t  in t h a t  e v e n t  is l i k e l y  to u p­
h o l d  it. A  f o r - p r o f i t  c o r p o r a t i o n  t h a t  w i s h e d  to b u y  a h o s­
pi t a l  s u b j e c t  to the t e r m s  o f  t h e  b i l l  c o u l d  r a i s e  the a r g u­
m e n t  t h a t  it (the f o r - p r o f i t  c o r p o r a t i o n )  w a s  e l i g i b l e  for 
d i r e c t  a i d  u n d e r  the t e r m s  o f  f o r m e r  AS  2 9 . 9 0 . 0 3 0 ( 2 )  and, 
t h e r e f o r e ,  a p e n a l t y  c a n n o t  n o w  b e  a t t a c h e d  to t r a n s f e r r i n g  
the a i d  t o  it i n d i r e c t l y  t h r o u g h  a sa l e  o r  l e a s e  o f  the h o s­
pita l .  U n d e r  the s t a t e  a i d  p r o g r a m ,  a h o s p i t a l  s p o n s o r  d i d  
n o t  h a v e  to b e  a m u n i c i p a l i t y  o r  o t h e r  n o n p r o f i t  e n t i t y ,  as 
d i d  t h e  s p o n s o r  o f  a h e a l t h  f a c i l i t y .  C o m p a r e  
A S  2 9 . 9 0 . 0 3 0 ( 2 )  w i t h  A S  2 9 . 9 0 . 0 3 0 ( 4 ) .  In fact, s t a t e  aid 
u n d e r  t h e  p r o g r a m  w a s  g r a n t e d  o n l y  to n o n p r o f i t  s p o n s o r s ,  in 
p a r t  b e c a u s e  of  the D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s '  p o s s i b l y  e r r o n e o u s  i n t e r p r e t a t i o n  of the law.

It is o u r  o p i n i o n  t h a t  s u c h  a c h a l l e n g e  is n o t  l i k e l y  to 
c a u s e  t h e  b i ll, s h o u l d  it b e c o m e  law, to b e  o v e r t u r n e d  in 
court. H o w e v e r ,  t h e  a r g u m e n t  m i g h t  r e c e i v e  s e r i o u s  c o n s i d­
e r a t i o n  b y  t h e  c o u r t  if raised.
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P r i v a t e  c o r p o r a t i o n s  b u y i n g  u p  p u b l i c  h o s p i t a l s

f7J3 t  '  /

-By WILLIAM C. REMPEL 
••and ALAN GOLDSTEIN IITha Un Anoetes Tsnea ‘

CRAWFORDSV1LLE, Ind.Culver Memorial, a 19203- i; vintage public hospital, is to "antiquated and crowded that ;; patients are prepared for sur- ■igery In hallways outside the "operating roomt. Expectant !! fathers share a common walt- " lng room with families of "dying patients, and visitors I! and patients often have to II share the same elevators.!} A chronic plumbing prob- "lem periodically causes sew- age to drain into a basement II corridor, ond for years the „  hospital has lived with potcn- " tlally hazardous fire code vlo- ;• lations. When an engineering -survey detailed many struc- "  lural deficiencies, odmlnlstra- JJ tors began searching for mon- "ey to make major Improve- » ments.M But Montgomery County ^Officials would not subsidize “  replacement of the tax-sup- •• ported hospital or major reno- "  vatlons. Advised that the hos- Spltal was a poor credit risk, 2 they alto refused to under- " write a bond issue.-  Out of financial despera- .1 lion, Culver Memorial did || what an Increasing number of • hospitals are doing — It

• ' • •• I. 
>•?'

'Socialized medicine is dead and buried. Public ... „
"■■■ access to health care is very desirable, but it can’t be 

achieved without economically viable hospitals.9v-^V! •’ ‘
i s tfvta.v;; — Wallet Welsman, presioenl, Anidflcan,Medical Intufnatlonal )■

temwlde profit of 817,200 per 
bed.

"It costs money to deliver 
health care," Weisman said. 
"If no money is reinvested In 

■the plant, equipment and per­
sonnel, you can charge lower 
fees, but you also deliver 
much less service. That alter-

broke down and the materni­
ty ward had no private labor 
rooms. For a time, the physi­
cian staff dwindled, and a 
survey showed that half of 
those In the rural area need­
ing treatment checked into 
hospitals outside the county 
— until the hospital sold out- 
to American Medical.

The same chain bought Col­
lin Memoriol, a 168-bcd public 
hospital In McKinney, Texas, 
after voters rejected a bond 
Issue to raise taxes. Collin 
was chronically short of ev­
erything from Intravenous 
equipment lo thermometers.
The hospital had to ask Its 
staff to bring in pens and.and. 
staplers from home.

Public hospitals are "float­
ing on borrowed tim e." said 
Gary Rowe, executive dlrec- achieved 
tor at Culver Memorial for denying 
nearly 10 years. "This country 
Is In for a serious shock.
Public hospitals have been 
operating out of a shoestring

native Is clearly unaccepta­
ble.”  r  **

n 't popular." , W; agreeing never to engage In - . ° f t! ' lUh 17  .'.“x"
a t American I  the alleged conduct -  1 -T J* hl«h"  »l  Investorowned. "When ,

atlonal see the t  More alarming to critics is m edlcal een ters buys a pub!
of the move’.! the prospect of needy patients th“?, at Public hospitals. Ac- ates a taxp.

no longer a major source of j. with Its-form er patients by 
funding for hospitals, and-w* s lg n ln g ^ i consent decree.-, 
bond Issues aren’t popular." ,!*

Executives a t Ax 
Medical International
trend as part of the move',’. ,  the prospect of needy patients 
away from government-pro- 1  being denied access to former 
vided health care. I* i public hospitals — or being

"What we're seeing now Is 0 - "dumped" on distant public 
deregulation and on entrust- : hospitals — because of their 
lng of that field to private f inability to pay. 
health care firms," said Wal-iL In rural Georgia, for in­
te r Weisman, president of ‘ v  stance, several women com- 
American Medical In te rn a -It plained lo an Atlanta newspa- 
tlonal. "Socialized medicine-'j per that, they were denied
is dead and buried Public is  admission for motemity care  __ , . . - , ,
access to health care Is very * * nt a former public hospital *** **■/ J **1
desirable, but It can 't be 7 because they could not afford wllWn 4 ypar 4ftcr ,,,e ncw 
achieved without economical­
ly viable hospitals."

cording to a survey published 
in August by the New Eng­
land Journal of Medicine. 
Investor-owned facilities also 
charge more than nonprofit 
hospitals such os church run 
medical center?.

Indiana Health Commis­
sioner Ronald G. BlunWcnbak- 

de r  predicted tha t hosp ita l

b e ; because they rould not afford , £  'n * y“ r, 
cab-fjito pay a deooslli'Each d t l l * / ,  1  1084 ’
■ t i e r e d  a child at the public opl n*,'.Pf.rh.*1plJ"I® ??;

replacement for the old rlty 
hospital, which was conveited 
to a nursing home as soon at 
the new investor-owned facili­
ty opened

Executives at the hospital 
chains contend that laxpayerv 
benefit from converting pub 
lie hospitals to private owner 
ship, partly because the new 
corporate owners pay proper­
ty taxes.

private company 
public hospital. It ere 

taxpaying entity where 
a tax dram used to be." Weis 
man said.

Sales of public hospitals 
are often accompanied by at 
surances that indigent care 
will not be a burden lo tax 
payers because its cost will be 
ollset by new tax revenues 
But. in addition. American 
Medical bas recently nrgotlat 
rd  with county officials to 
provide an IndigenUrre trust 
fund. In Crawfordsvllle. (or 
Instance, they agreed tn set 

from the

persons urablc to pay for It, jl.p lta l outside Macon, sold his 
"ProrU-m oktng hospitals v hospital is resisting patient 

might not be as motivated to I transfers from the for-prolltcare for peopla who can't pay for treatment "box, setting nothing aside for 
"turned  to private industry, a rainy day. They are going |o  - tin Young, former elmlnlslra* 
-T h e  county sold lls hospital to' ,be closing like f i le s " , for of the public Cook County"
2 a  p ro fit-m ak ing  m edical , ,  Some —. such, as, 780-bed,l)HoiplUl Id IHUiola.MniVirnl 

♦ - jl chain, American Medical lr i% ‘Philadelphia General UpspI 'V - j fioma far-oroflt hoinltalr.
. a w .liUreatlonaUbaaad.il> BilidWVsWhlsI ■ l iI .h ifu s lH im b iih ll l fc n ^ T if fv r ' fVen b c lfr 'S i'i iiu-lt*-of

hospitals.
wor-cd Quen-1 y "Their capability for han- 
»»..(mLmIiim, Pdling a patient does not d»- 

crease limply because 
pntleal, ciocuK,vpa7 tl i  King

heavily In the acquisi­
tion and replacement ot the 
old facilities.

For exam ple, American 
M edical In te rn a tio n a l Is,

i spokesman 
the Ken 

i that recent­
ly took over Louisville's new 
*73 million public hospital -  
said a community suffers If 
Its public hospital is forced to

butldlrg a new 117 m illion,, 0 ,‘'' 
that hospital here. Hospital Corp. ' "We still need public hospi- 
cine . u°* America la spending *20 ? tals." he said. "We've Juit got
u% L ^m U U on replace th a  pubUrC?. to tlgure out how these public 
??^IXu8Tiospltal In ThrUm N C Ifo- hospitals eon be run more

rial countered. "No one says food stores shouldn't make a protit — ond they're more for in- : -Important than health cart, for vital Improvcmenta V stance,, a 27-yeor-old woman. , Society seems to be saying not a v a i l a b l e . . s i g n e d  an affidavit- alleging that government has a respon-

In renovation coats seven Ihrealenlng or refusing to
years ago — already have treat those who cannot afford
closed. Others have put out lo p a y .’ ,', •sum'! f-B-ntltp'.'
"For Sale" signs when fu n d s, In Somerset, Kylng for ...... . *— ----------
was nol

1-Hills, Calif.
12 The sale was another exam- 
iJTple of a strategy lor survival 
j-tha t critics warn will Impair 
..poo r persons' ncccss to health 
tlcare and raise the cost of 
I! medical treatment for every*
•one. ‘ “ ' '  • “

"The public hospital Is the 
IT rinse?t th ing to  national . .
Ilhesllh  Insurance we have," are Increasingly eager to pup-v bom baby homa until an M n , llonal added, "Private hospl-
;; said Deborah L Bauer, ad- chlie struggling public fsclll-. 000 bill was pold, Tho samel, tats have to generate p ro t i t—
- mlnlstretor of the National ties. They have the financial.^ .hospital was accused of pres-. , and so do public hospitals. We
II Association of Public Hospl-. strength to build new, stale- surlng a 30-year-old rnan, a d s  call It profit. They call It
I. tala. “There's a tre n te n d o u so f- th e  a rt m edical centers, , mltted for neurological teal-,’ surplus, But It's the same
j; need for It, especially In th is ,  buy expensive hlgb-leeh lng, to sign a check for *1,100 , an im al." / .-riW »*8» e , | '>1.
V economy. W ere seeing (ha equipment and attract some even though It-exceeded his 3 In Its lis t year as a  public(■ ---------     , -------U.,- . .  .V. . . . . . . . .    . . .  .............•-— Howe said. Culvar

realised an operat- 
. us of 8300.000 -  

equlvslenl lo about 82,800 per 
bed. By contrast, Welsmsn's 
firm, the new owners of Cul- 

y t r e r  Memorial, showed e ays.

7 Z : i Z U Kma.

muna Inc. moved Into Sumer- , lei, Ky., In 1076 and built e
.<xw!

efficiently, so Ihe.v can stay 
open and stay vlabie."

Biding to the rescue,,wills j .  that an of I Ida! r oL the Ilu- slb lllty  to  p rov ld s health 
hrnlthy bank accounts and m ani H ospital — another - , care. I don't believe that." 
robust cred it ra tin gs, th e , . , large lor-prolit c h a i n s a l d p i  Furthermore. Weisman of 
chains of for-profit hospitals !> she could not take her new-.,\. American Medical Intem a-

>1 greatest Increases In public of the best-qualified p h y ib . -bank belsnre. He was (old- hospital. Ilowe 
> hospital usn today In areas of .clans.- b, thsl he should apply for Memorial realist
;  high unemployment. The care To critics, some of whom - loan lo cover Ihe check, ac- > lng surplus of

of Indlgenls Isn't Just for the 
wlnos off the streets. It's for 
Hie guy next door who's been

’ 'i t , puli'l k  ho>pltals‘-  p a r ~
tlcularly small onra — a rt In 

■ trouble. A generation of pub­
lic hospitals built and ex­
panded will) federal funds In 
the years after World War II 
has reached old age with nut-, 
dated equipment, crumbling 
bricks and little or no cash.

object lo the very presence o f c o r d i n g  to an affidavit.
(he profit motive In health ' , Although Humana Insisted' 
care, the trend rould turn that the allegations were "flC-,> 

tlon," It settled  litigation
T-zi i < 2i.*f ~  ••Tny.nTl"• - > ■.*/■ , - —.

hospitals Inin rash registers. 
My health ".".. has become

patrnllul profit opportunl 
ty ," complained Doug (Tassel,, 
an atlorney with the Health 
•lid Medicine Policy Keicarrh „ 
Group In Chicago. "Before , 
long, paflents' kidneys n a y  r, ’4 
In- listed on (he commodities' ., 
eschange.'b* 1.1 *. • \  I •

credit or operating sundusea J*  Bui tha ace.jlsllion tt».sd 
for repair and replacem ent., that began/brwly Ihrough the x. r 
Repeatedly, volets have re- . Bun Bel* in the late lVGUs has 
jrcled bond Issues aimed a ' ' Increr.ed most rapidly during 
Improving the situation. ' the tail Iwu years, Industry 

At tha same time, economic, sources say. The Investor- 
pressures on hospitals in gen^-ow ned chaloa now. con tro l 
eral are Increasing. Govenfv, about 80 former public health'I msnt fund.i • atrd cha ri I *b l»Ji,f ad 1111 ear, ^ 'f l  ,tlh V.-3’ (

I contributions have declined,H ’■ T h is , In d u stry -g en era tes '
; and hospitals everywhere are more than 818 billion In an-f 

•; competing for paying patients nu.i revenue from more than 
I' Increasing the pressure to - COO for proflt hospitals In t i l t  
I. affiliate with private, munty.'s .Untied Stales and abroad/ 1 f 
; rich chslna. -’V "Our principal advantage

For example, at York Gen-? 1s c a p i t a l w e  can tlnd the, 
eral. a 2 l*l>ed public hospital financing awhile local hospl .

. In Hock Hill, B.C., two b o n d ’.ta li . In the main, .cannot,"!
"  Isauea that would have fl-tfiaald Charles Martini a senior! - 
" nanred improvements failed ' vice president with Hospital!
I) w htn subm itted lo v o te rs .' Corp. of America, the leadingj '
0 Meanwhile, rain occasionally buyer of public hospitals
1 leaked Into labs, heavily used among the investor-owned 

jl, X ray equipment frequently, hospital chains., "Charity l i j>
E . . j.,CUat'#d1iz .--.-x.V l.bl



u m a n a  s e e k s  e x p a n s i o n  s i t e s
. A. • ft

large enough - to support two 
major private hospitals, but he 
said Hummana’s mission is to

National policies that attempt, 
to shield the con«? uner by artlfl- 
cally keeping a lid on health care > 
costs also-should be repealed,/
Jones said. And, he scid there 
should be more public debate op 
health care Issues.

In other areas, Jones said he 
supported: V 6

.*> Diagnostic related group-, • 
lngs, a new federal approach to . 
establishing standard health care 
prices for more than 496 medical 
procedures based on a commun­
ity’s cost of living index. The new 
law starts going into effect this 
fall.

• Allowing hospitals to bid to
Erovide all government-funded 
ealth care for a region. This ex- w, 

periment already Is being tested surance.

Humana's Dave Jone* pledget to woo patients away from the competition

reviewing a
pill currently.

by Cary Virtue
Times Writer V ’*' a w — ___

Humana Inc., the'second la f 
gest hospital chain'in. the coun- provide the best health care in 

..try, Is interested , in̂  seeing;'if ;:/town, v ‘
1 /there, are other communities /in “We made a big commitment 
'Alaska where It may operate a to Anchorage to put ourselves in 
new hospital,’ the company’s a position of being a competitor 
chairman said Monday?? ??  to Providence,’’ Jones said. “Our

Anchorage residents, also can';/ concept is to have the best hospi- 
expect health care competition tal In town. (And) I think that in 
to stiffen as Humana steps up ef­
forts to woo patients away from

the'long run we wjil. become the 
hospital of choice.’’ - 

..Jones said he welcomes more 
competition itrthe health field, 
saying it .woulcl help reduce over­
all costs by forcing's hospital to 
“aim  its owrifat." 
v ‘ Humana, a chain with 93 hos- 
pitals, last year was able to pro­
vide health care services that 

executive officer of Humana, averaged about 17 percent lower 
1 Inc. "We’d like lo expand.’’ v: than its competitors, Jones said.

But any decision to expand . He said he’s trying to lower Hu- 
into other Alaskan com m unitiesm ana’s overall operating costs 
will depend on market studies,/. by another three,.percent this 
said Jones. He was ln'r town to 
tour Humana1 Alaska Hospital 
and speak to the chamber of 
commerce noon luncheon Mon-

Providence 
providing people 
care they can’t find elsewhere.

“Our pattern is that'once we 
have a foothold in a state we 
start looking around (for other 
acquisitions),”  said Dave Jones, 
co-founder, chairman and chief

- 4 ®
;v"Jones ' said the 

company is busy establishing It­
self In Anchorage. He was refer­
ring to its plans to build a $21.5 
million five-story addition at Hu­
mana Alaska Hospital by 1985. ; 
The expansion would add an­
other 93 licensed beds, for a total 
of 292 licensed beds at the hospi­
tal.

Providence Hospital also will 
build a five-story, 186,000-sauare­
foot hospital tower by 1986, boost­
ing its total bed capacity from 
250 licensed beds to 410 licensed 
beds.

Anchorage, Jones said, Is

Allc* P u l le r  ol TIm  T lm ee

in California.
• Public discussion about how ■ 

private health care organizations 
can provide health care to those 
people who can’t afford the care

• Repealing the certificate of 
need process that forces hospi­
tals to win state approval before 
expanding or purchasing expen­
sive new equipment. The state

repeal
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House Bill No. 477

For an Act entitled: "An Act relating to repayment of state aid

for hospital and health facility construction."

Financial assistance for hospital and health facility construction 

has until recently been available from the Department of Community and 

Regional Affairs under AS 29.90. Numerous hospitals and health facilities 

have received funding for construction under this program. The program 

has recently been amended to limit reimbursement to those facilities 

constructed prior to July 1, 1980.

This bill proposes a means for recovery of state funds for non-profit 

or community owned hospital or health facility construction in the event 

that the facility constructed becomes controlled by a for-profit institu­

tion within 20 years following receipt of the state funds. The Department 

of Health and Social Service; supports this bill as consistent with the 

objectives of the department. However, the department questions the use­

fulness of the bill in that the statute has been revised to limit payment

to facilities constructed prior to July 1, 1980. Facilities now receiving 

funding or those which have received funding in the past may have unspeci­

fied "grandfather" rights under the present statute that prevent recovery 
of funds already granted.

One example of the purpose of this bill is evidenced by the recent 

sale of the Alaska Hospital and Medical Center (AHMC) to Humana, Inc.

AHMC was constructed to operate as a non-profit community hospital. The 

state provided approximately $16,200,000 under AS 29.90 to offset approxi­

mately 25% o. the total project cost for construction. Upon notice of the 

proposed sale of AHMC to Humana, Inc. (a for-profit corporation) the Depart­

ment of Law researched the possibility of recovery of state funding. The 

Department of Law, in two separate opinions indicated that there did not

exist a statutory basis for recovery of the funding upon sale of the con­

structed facility to a for-profit institution. (Ref. May 4, 1982 memoran­

dum to Commissioner Lee McAnerney, file no. 366-629-82 and November 12,

1981 response letter to Senator Arliss Sturgulewski.)

Passage of H.B. 477 will provide a statutory basis for recovery of 

grants for hospital and health facility construction provided under AS 29.90; 

however, the recovery of funds may be limited to a time when and if the 

statute is revised to provide funds for new construction.
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Position Paper 

H.B. 477

Recommended by:

Date

Approved by:

Daniel J. Meddleton, Director 

Division of Planning, Policy 

& Program Evaluation

Date:

Robert London Smith, Ph.D. 

Commissioner

Department of Health and 

Social Services
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Bill/Resolution No.: HB 477 

Title: State Aid for Health

Facility Construction________
Sponsor: Martin
Requestor:

FISCAL DETAIL

Agency Affected: Health & Social Service. 
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Date of Request:
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6 0 0  L A N D  & S T R U C T U R E S  

7 0 0  G R A N T S ,  C L A I M S  

8 0 0  M I S C E L L A N E O U S

TOTAL OPEPATING -0- -0- -0- -0- - 0 - - 0 -

1 CAPITAL I I I I I

I REVENUE ! 1 1 i

FUNDING: (Thousands of Doll ars)

G E N E R A L  F U N D  

F E D E R A L  F U N D S  

O T H E R  

T O T A L _ - - -0- -0- -0- -o- -0-

POSITIONS:

F U L L - T I M E

P A R T - T I M E

T E M P O R A R Y

-41- -0- - 0 - -0- - 0 - - 0 -

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis / C C ^

Prepared By: Dave W. Williams_______________________tyhone: 465-3037

Division: Planning, Policy &_.Proqrarn Evaluation Date:

Approved J?y Commissioner^ fh-t) Date: ^  / J d  / ?  -/

Agency: ----- ------

Distribution (by Agency preparing fiscal note):

Legislative Finance 

Legislative Sponsor 
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□ a p a r tm a n t

Health and Social Services

S p o n a o r  (P rin c ip a l)

Rep. Martin

Bill N u m b ar

HB 477

□ a p a r tm a n t  P o i l t io n

Support —  This bill is consistent with'the objectives of the Department of Health 

and Social Services .and should be enacted.

□  iv iiio n  Din

%
GOVERNOR'S OFFICE USE

C o m m an ta :

CD P o ilt io n  N o ta d
Bv D ata

SUMMARY
1. a) R a la ta d  B ill! (S im ila r o r  C o n flic tin g 1. b ) O th a r  A ganclaa A ffac ta d  b y  Bill

Community and Regional Affairs
2. a) O rg a n iza tio n a l S u p p o r t  fo r  Bill 2 . b )  O rg a n iza tio n a l O p p o il t io n  to  Bill

Alaska State Hospital Association and 
Alaska State Medical Association

3 . P ro g ram  E ffa c ta  o f  Bill

This bill proposes a means for recovery of State funds for nonprofit or community 

owned hospital or health facility construction in the event that the hospital 

or health facility becomes a for-profit institution within 20 years of receipt 

of the State funds.

4 . F lica l Im p a c t: N o n # l~1 F lica l N o t#  A tta c h e d

5. A m a n d m a n n  P ro p o ia d :

6. C o m m a n ta :

The bill affects a program of the Department of Community and Regional Affdirs, 

C&RA should review the formula for recovery of funds to accertain that all 

factors may be obtained.
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fi/U  SHEFFIELD, G O V E R N O R

D E P T .  O F  C O M M U N I T Y  &  R E G I O N A L  A F F A I R S

O F F IC E  O F  T H E  C O M M IS S IO N E R

M a r c h  8 ,  1 9 8 4

□  POUCH B
JUNEAU. ALASKA 99811 
PHONE: (907) 465-4700

0 2 2 5  CORDOVA STREET  -  BLDC B 
ANCHORAGE. ALASKA 99501 
PHONE: (907) 264-2294

P O S I T I O N  P A P E R

R E :  HB 4 7 7
S P O N S O R :  R e p r e s e n t a t i v e  M a r t i n

PROGRAM E F F E C T S :

T h i s  b i l l  e s t a b l i s h e s  a  m e t h o d  f o r  t h e  S t a t e  t o  b e  r e i m b u r s e d  
i n  t h e  e v e n t  t h a t  a  n o n p r o f i t  o r  m u n i c i p a l  h e a l t h  f a c i l i t y  o r  
h o s p i t a l  w h i c h  r e c e i v e d  S t a t e  R e v e n u e  S h a r i n g  s u p p o r t  i s  s o l d  
t o  a  f o r - p r o f i t  o w n e r .  S a l e  t o  a  f o r - p r o f i t  o w n e r  m u s t  o c c u r  
w i t h i n  2 0  y e a r s  a f t e r  S t a t e  R e v e n u e  S h a r i n g  a i d  i s  p r o v i d e d  f o r  
t h e  S t a t e  t o  r e c e i v e  r e i m b u r s e m e n t .

COMME NTS :

T h e  q u e s t i o n  o f  p u b l i c  p u r p o s e  i n  t h e  e x p e n d i t u r e  o f  S t a t e  a i d  
f o r  h o s p i t a l  c o n s t r u c t i o n  i s  t h e  c e n t r a l  i s s u e  r a i s e d  b y  t h i s  
b i l l .  S t a t e  a i d  d i m i n i s h e s  t h e  a m o u n t  o f  d e b t  o r  l i a b i l i t y  
h e l d -  b y  a  m u n i c i p a l i t y  o r  n o n p r o f i t  i n  a  h o s p i t a l  o r  h e a l t h
f a c i l i t y  a n d  t h i s  f a c t o r  c o u l d  b e  e s s e n t i a l  i n  t h e  s a l e  o f  t h i s
f a c i l i t y  t o  a  f o r - p r o f i t  e n t i t y .  T h e  e q u i t y  e a r n e d  b y  t h e  
n o n p r o f i t  o r  m u n i c i p a l i t y  a s  a  r e s u l t  o f  S t a t e  r e i m b u r s e m e n t  
f o r  a  h o s p i t a l  o r  h e a l t h  f a c i l i t y  e i t h e r  a c c r u e s  a s  a  b e n e f i t  
t o  t h e  n o n p r o f i t  w h i c h ,  ) y  s a l e  o f  h e a l t h  f a c i l i t y ,  i s  r e d u c i n g  
o r  t o t a l l y  d i v e s t i n g  i t s e l f  f r o m  h e a l t h  c a r e  r e s p o n s i b i l i t i e s  

1 o r  t r a n s l a t e s  a s  a  b e n e f i t  t o  t h e  f o r - p r o f i t  b u y e r  b y  w a y  o f  a  
r e d u c e d  s a l e  p r i c e  o r  a c q u i s i t i o n ,  o f  a n  u n d e r v a l u e d  a s s e t .
U n d e r  e i t h e r  s c e n a r i o ,  t h e  S t a t e ' s  i n t e r e s t  i s  n o t  s e r v e d .

T h i s  d e p a r t m e n t  s u p p o r t s  t h i s  b i l l  b e c a u s e  i t  p r o t e c t s  t h e  
S t a t e ' s  i n v e s t m e n t  i n  n o n p r o f i t  a n d  m u n i c i p a l  h e a l t h  c a r e
f a c i l i t i e s  a n d  a s s u r e s  t h a t  S t a t e  f u n d s  d o  i n d e e d  s e r v e  a  
p u b l i c  p u r p o s e .

A P P R O V E D :
E m i l  N o t t i ,  C o m m i s s i o n e r

21-PlLH
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