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LETTER OF INTENT
SENATE HESS COMMITTEE
SENATE BILL 67

It is the intent of the Legislature that this grant
program not provide an unfair competitive
advantage to eligible applicants for similar services
or facilities compared to those providers not eligible
for this grant program.



fiscalnot: n'-~-a
STATE OF ALASKA Bll Vot C M @fte -7 (Fiki\

1991 LEGISLATIVE SESSION O RMishDae v

Revision Dale; April24,1991 Dept. Allectod : Health & Social Services
Title: An Act relating to aid for nonprofit health 13RU: Adm inlisirntive Services
facilities and providing for mi effective dale Component; Fncililies/C 1P
Sponsor: Jones, Zhnro ff
Roqueotor: by the HESS CoininiUcc COMPONENT SERIAL NO. 0325
OPERATING FY92 FY93 FY94 FY95 FY96 FY97

PERSONAL SERVICES 65.4 68.4 60.4 68.4 68.4 68.4
TRAVEL 17.4 17.9 17.9 21.4 17.9 17.9
CONTRACTUAL 38.8 38.8 38.8 41.8 38.8 38.8
SUPPLIES 0.9 0.9 0.9 0.9 0.9 0.9
EQUIPMENT 6.0

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 128,5 126.0 126.0 1325 126.0 126.0
CAPITAL 0.0 0.0 0.01 0.0 0.0 0.0
HEVENUE 0.0 0.0 0.0 0.0 0.0 0.0

FUNDING: (Thousands of Dollars)
GENERAL FUND 128.5 126.0 126.0 126.0 126.0 126.0
FEDERAL FUNDS
OTHER
TOTAL 128.5 126.0 126.0 126.0 126.0 126.0
POSITIONS:
FULL-TIME 1.0 1.0 1.0 1.0 1.0 1.0
PART-TIME
TEMPORARY
Estimate of current year Impact: No FY91l fiscal impact.

ANALYSIS: (Attach a separate page if necessary)

This legislation mandates establishment of a seven member Health Facilities Review Board, and includes specific requirements for

objectives of the Board and the department. At a minimum , a Health and Social Services Planner Il (R19) is needed to perform full
adm inistration of all duties related to the im plementation of CSSB67. Duties of this position include: w riting regulations; analysis and
com parison of all 5-year master plans; contact with facilities and resolution of unclear master plans which they have submitted;

verification and review of project budgets; analysis and review of all grant applications; staffsupport for the Health Facilities Review Board

(Continued)

Prepared by:
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BILL 1 CSSB67

ANALYSIS (cont.):

such ns making travel arrangements, meeting preparation and meeting support; preparation and submission of nil advertising for public
hearings; staffing the hearings; adm inistration of all appeals including coordination with board, hearing officers and the Department of
Law; administration and execution of grant agreements; review of all grant request docum entation and approval of grant payments;

accurate accounting ofall grant funds, and com pilation ofgrantcloseouts; preparation ofreports to board on finalgrant accounting.
DESCRIPTION CoOMMENT it I'y 92 FYO93

Line 100 - Personal Services

1t&SS Planner 11, PIT, 12 months, (I<19) Juneau ) 65,388 68,425

Line 200 - Travel
72330 board Travel - Member Travel

2.5 meetings * 7 members ¢« 3 days = 52.5 days (2)
Meetings will be 2 days and 1day travel
7 * $475 average airfare * 2.5 meetings (3) 8,313 8,750
7 members * $35 misc. expenses * 2.5 meetings 613 613

72500 Board Travel Per Diem
S2.5 days *$115 6,038 6,038

72300 Staff Travel for board Meetings
(2 meetings * 1 staff ~ 3 days = 6 days)
1staff - $475 airfare * 2 meetings 950 1,000

1staff * $35 misc. expense * 2 meetings 70 70

72500 StaffTravel Per Diem for Board Meetings
6days * $115 per diem 690 690

72300 staffTravel for Public Hearings

(l hearing * 1staff * 2 days = 2 days) (4)
1staff » $475 airfare » | hearing 475 500
1staff * $35 misc. expense * 1 hearing 35 3S
72500 Per Diem for Public Hearing
2days *$115 230 230
TOTAL TRAVEL 17,414 17,926

Line 300 - Contractual Services

73100 Hearing Officer Professional Services

(2 appeals @ $5,000 each) 10,000 10,000
Attorney lime and costs related to litigations (5) 12,000 12,000
Transcription of Public Hearings 1,500 1,500
73300 Communications, including local, longdistance, fax
and postage 9,500 9,500
73500 Advertising for 2 board meetings, 1public hearing
(display ads) 3,000 3,000
Printing and Binding of Reports, Minutes and
Transcription’ 2,500 2,500
73300 Space Rental for meetings 300 300
TOTAL CONTRACTUAL 38,800 38,800
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BILL I CSSB67

ANALYSIS (cont.):

DESCRIPTION COMMENT# FYo9o?z2 FY9s3

Line 400 - Supplies

74200 Office Supplies 600 coo
Board Meeting supplies 300 300
TOTAL SUPPLIES 900 900

Line 500 - Equipment
75830 Data Processing Equipment (PC and Peripherals)

and software 6,GI)

TOTAL EQUIPMENT GGD

TOTAL for PROJECT 128,502 126,051
(1) The staffcost for FY93 assumes a 5% cost of living increase.
(2) This assumes one meeting for the board to rank hospital grant proposals andone meeting for the board to review appeals.

One halfofa meeting is budgeted for the board to allow a few board members to attend the public hearing.

(3) For FY93, it is assumed that average travel costs will increase from $475 to $500 per trip.
(4) This assumes one day for travel and one day to hold the public hearing.
(5) The $12,000 figure was provided by the Department of Law as what they would chargeto handle nil costs related to

litigation for two hearings.
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FISCAL NOTE

STATE OF ALASKA
1991 LEGISLATIVE SESSION

Revision Date:

Title: An Act relaling to aid for nonprofit health fecilities,
and providing for an effective dale

Sponsor: Jonia. Zharoff

Requestor: by the HESS Committee

Expenditures/Revenues:

No. 7/

Version: .5 ft

(5) Publish Date:

Dept. Affected: Health & Social Services

'BRU: Administrative Services
.Component:  Feciiiiies/ctp
COMPONENT SERIAL NO. 0325
(Thousands of Dollars)
FY94 FY95 FY96
68.4 68.4 68.4
21.4 214 214
41.8 41.8 41.8
0.9 0.9 0.9
132.5 132.5 1325
001 0.0 0.0
0.0 0.0 0.0
(Thousands of Dollars)
1325 1325 1325
1325 1325 132.5
10 10 10

OPERATING FY92 FY93
PERSONAL SERVICES 65.4 68.4
TRAVEL 20.8 214
CONTRACTUAL 41.8 41.8
SUPPLIES 0.9 0.9
EQUIPMENT 10.0
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 138.9 132.5

CAPITAL 0.0 0.0

REVENUE 0.0 0.0
FUNDING:

GENERAL FUND 1389 1325
FEDERAL FUNDS

OTHER

TOTAL 138.9 1325
POSITIONS:

FULL-TIME 10 10
PART-TIME

TEMPORARY

Estimate of current year impact:

ANALYSIS: (Attach a separate page If necessary)

No FY91 fiscal impact.

L ~/

3-/£/9/

FY97
68.4
214
418
0.9

132.S

0.0

0.0

1325

132.5

10

This legislation mandates establishment of a seven member Health Facilities Review Board, and includes specific requirements for objectives of

of the Board and the department. At a minimum,
all duties related to the implementation of SB67.

Duties of this position include:

a Health and Social Services Planner Il (R19) is needed to perform fult administration of
writing regulations; analysis and comparison of aklt 5-year

master plans; contact with fecilities and resolution of unclear master plans which they have submitted; wverification and review of project
budgets; analysis and review of all grant applications; staff support for the Health Fecilities Review Board, such as making travel arrangements,

Prspared by:  Janet Clarke, Dir Phone;_ 465-3082
Division: Date:_ 01/29/91
Approved by Commissioner: Date:
Agency; Department of Health and Social Services

Changes 1In

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

OMB
Impacted Agency(ies)

(Rev 10/90)

have no fiscal Impact.
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BILL NO. SB67

ANALYSIS (cont.):

meeting preparation and meeting support; preparation and submission of nil advertising for public hearings; stuffing the
hearings; adm inistration of all appeals Including coordination with the board, hearing officers and the Department of Law ;
adm inistration and execution of grant agreements; review of all grant request docum entation and approval of grant payments;

accurate accounting of all grant funds, and com pilation of grant closeouts; preparation ofreports to board on final grant accounting.

DESCRIPTION COMMENT it FYo2 FYyos

Line 100 -Personal Services

H&SS Planner U, PFT, 12 months, (R19)-Juneau 0) 65,388 68,425
Une 200 -Travel
72330 Board Travel-MemberTravel
2.5 meetings *7 members « 3 days - 52.5 days (2)
Meetings will be 2 days and 1 day travel)
7 * $475 ave airfare « 2.5 meetings (3) 8,313 8,750
7 members « $35 misc expenses « 2.5 meetings 613 613
72500 Board Travel Per Diem
52.5 days *$115 6,038 6,038
72300 StaffTravel for Board Meetings
(2 meetings « 3 staff « 3 days - 18 days)
3 staff * 475 airfare « 2 meetings 2,850 3,000
3 staff * S35 misc expense *2 meetings 210 210
72500 StaffTravel Per Diem for Board Meetings
18 days = $115 per diem 2070 2070
72300 StaffTravel for Public Hearings
(1 hearing « 1staff *2 days = 2 days) (4)
l1staff « $475 airfare =« 1 hearing 475 500
l1staff * $35 misc expense * 1 hearing 35 35
72500 Per Diem for Public Hearing
2 days *$115 230 230
TOTAL TRAVEL 20,834 21,446
Line 300 -Contractual Services
73100 Hearing O fficer Professional Services 10,000 10,000
(2 appeals @ $5,000 each)
Attorney time and costs related to litigation (5) 12,000 12,000
Transcription of Public Hearings 1,500 1,500
73300 Com munications, including local, long distance, fax 9,500 9,500
and postage
73500 Advertising for 2 board meetings, 1 public hearing 3,000 3,000
(display ads)
Printing and Binding of Reports, Minutes and 2,500 2,500
Transcriptions
73800 Space Rental for meetings 300 300
Lease space for staff 3.000 3.000
TOTAL CONTRACTUAL 41,800 41,800
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ANALYSIS (cont.):

DESCRIPTION

BILL NO.

COMMENT # 17Y92
Line 400 - Supplies
74200 O ffice Supplies 600
Board Meeting supplies 300
TOTAL SUPPLIES 900
Line 500 - Equipment
75830 Data Processing Equipment (PC and Peripherals) 7,590
and software
76050 Furniture and O ffice Equipment 2,500
Desk, chair, file cabinets, calculator
TOTAL EQUIPMENT 10,000
TOTAL for PROJECT 138,922

S
&)
©)

The staff cost for FY93 assumes a cost of living increase.

This assumes one meeting for the board to rank hospiinl grant proposals and one meeting for the board

to review appeals. One halfofa meeting u budgeted for the board to allow a few board members to

attend the public hearing

SQ67

1fy o3

300

900

132,571

For FY93 it is assumed that average travel costs will increase from $475 to 5500 per trip.

This assumes one day for travel and one day to hold the public hearing.

The 512,000 figure was provided by the Department of Law as what they would charge to handle all

costs related to litigation for two hearings.
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FISCAL NOTE

Sn'l:I TE OF ALASKA BILL NO. SD67

LEGISLATIVE SESSION
Rovislon Date: Dopt. AlfoctOd: ticni & Social Services
Title: An Aci relating to nld for nonprofithealth fecilities. BRU: Administrative Services

and providing for mi effective date Component:___ Faciiitics/gp
Sponsor: Jones. Zhnroff
FJoquostor: byihe URSS Comnililee COMPONENT SERIAL NO. 035
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY92 FY93 FY94 FY95 FY9G FY97
PERSONAL SERVICES 65.4 68.4 68.4 63.4 68.4 68.4
TRAVEL 20.8 21.4 21.4 21.4 21.4 21.4
CONTRACTUAL 41.8 41.8 41.8 41.8 41.8 41.8
SUPPLIES 0.9 0.9 0.9 0.9 0.9 0.9
EQUIPMENT 10.0
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 138.9 132.5 132.5 132.5 132.5 132.5

CAPITAL 0.0 0.0 0.0 | 0.0 0.0 0.0

REVENUE 0.0 0.0 0.0 0.0 0.0 0.0
FUNDING: (Thousands of Dollars)

GENERAL FUND 138.9 132.5 132.5 132.5 132.5 132.5
FEDERAL FUNDS

OTHER

TOTAL 138.9 132.5 132.5 132.5 132.5 132.5
POSITIONS:

FULL-TIME 1.0 1.0 1.0 1.0 1.0 1.0
PART-TIME

TEMPORARY

Estimate of current year impact:

ANALYSIS: (Attach a separate page ifnecessary)
This legislation mandates cslablishmen: of a seven member Health
of the Board and the department. At a minimum, a Health and

all duties related to the implementation of SB67.

Duties of this position include:

No FY91 fiscal impact.

Fecilities Review Board, and includes specific requirements for objectives of
Social Services Planner Il (R19) is needed to perform full administration of
writing regulations; analysis and comparison of all 5-ycar

master plans; contact with fecilities and resolution of unclear master plans which they have submitted; verification and review of project

budgets; analysis and review of all grant applications; staff support for the Health Fecilities Review Board, such as making travel arrangements,

(Continued!
Prepared by: Janet Clarke, Dirct Phone: 465-3082
Division: Division of Administrative Services/ 177 J Date: 01/29/91
Approved by Commissioner: i \Y Lﬁ:|AM // - - Date:.

Agency: Department of Health and Social Services

DistriL. Jtlon (by preparer):
Legislative Finance
Legislative Sponsor

oOMB
Impacted Agency(ies)

Requestor

(Rev 1090)
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BILL NO. SB67

ANALYSIS (cont.):

meeting preparation nnd meeting support; preparation and submission of all advertising for public hearings; staffing the
hearings; administration of all appeals including coordination with the board, hearing officers and the Department of Law;
administration nnd execution of grant agreements; review of all grant request documentation and approval of grant payments;
accurate accounting of all grant funds, ami compilation of grant closeouts; preparation of reports to board on fimal grant accounting.

DESCRIPTION COMMENT tf FY92 FY93
Line 100 - Personal Services
11&SS Planner NI, PFT, 12 months, (R19)-Juneau ) 65,388 68,425
1.ine 200 -Travel
72330 Hoard Travel -Member Travel

2.3 meetings = 7 members =3 days = 52.5 days @

Meetings will be 2 days and 1 day travel)

7 = $475 avc airfare = 2.5 meetings €)) 8,313 8,750
7 members * $35 misc expenses « 2.5 meetings 613 613
72500 Board Travel Per Diem
52.5days = $115 6,038 6,038
72300 StaffTravel for Board Meetings
(2 meetings = 3 staff « 3 days = 18 days)
3 staff * 475 airfare = 2 meetings 2,850 3,000
3 staff « $35 misc expense * 2 meetings 210 210
72500 StaffTravel Per Diem for Board Meetings
18 days « $115 per diem 2070 2070
72300 StaffTravel for Public Hearings
(@ hearing * 1staff = 2 days = 2 days) @
1 staff « $475 airfare = 1 hearing 475 500
1 staff * $35 misc expense < 1 hearing 35 35
72500 Per Diem for Public Hearing
2 days™ $115 230 230
TOTAL TRAVEL 20,834 21,446
Line 300 - Contractual Services
73100 Hearing Officer Professional Services 10,000 10,000
(2 appeals @ $5,000 each)
Attorney time and costs related to litigation (5) 12,000 12,000
Transcription of Public Hearings 1,500 1,500
73300 Communications, including local, long distance, fax 9,500 9,500
and postage
73500 Advertising for 2 board meetings, 1 public hearing 3,000 3,000
(display ads)
Printing and Binding of Reports, Minutes and 2,500 2,500
Transcriptions
73800 Space Rental for meetings 300 300
Lease space for staff 3.000 3,000
TOTAL CONTRACTUAL 41,800 41,800
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BILL NO. SB67

ANALYSIS (cont.):

DESCRIPTION COMMENT# FY92 FY93

Line <100 -Supplies
74200  Office Supplies 600 600
Hoard Meeting supplies 300 300
TOTAL SUPPLIES 900 900

Line 500 -Equipment

75830 Data Processing Equipment f1C anil Peripherals) 7,500 0
nnd software
76050 Furniture and Office Equipment 2,500 0
Desk, chair, file cabinets, calculator
TOTAL EQUIPMENT 10,000 0
TOTAL for PROJECT 138,922 132,571

The staffcost for FY93 assumes a 5% cost of living increase.

This assumes one meeting for the board to rank hospital grant proposals and one meeting for the board
to review appeals. One half of a meeting sbudgeted for the board to allow a few board members to
attend the public hearing

For FY93 itisassumed that average travel costs will increase from S475 to S500 per trip.
(jj This assumes one day for travel and one day to hold the public hearing.
® The S12.0CO figure was provided by the Department of Law as what theywould charge to handle all

costs related to litigation for two hearings.
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Alaska State Legislature

SRR i

Senate Committee on
Health, Education and Social Services

MEMORANDUM 28 February 1991
T0: Senator Arliss Sturqulewski
Chair, Senate HESS Committee
FROM:  Staff
RE: Amendments to SB 67

We have requested a committee substitute for SB 67. The
changes to the bill incorporate technical changes made in the
proposed sponsor substitute. Otherchangesiinclude those
suggested by the participants during the bill hearln%, b;(]the Alaska
State Hospital and Nursing Home Association, and by the
Department of Health & Social Services.

‘Major policy changes include expanding the list of criteria to be
considered by the board, limiting to 15 percent the amount spent
for planning and design that may be paid for costs incurred before
approval of the grant, and allowing the value of the land and site
preparation to be included in the grantee's share of the total cost.

The list of persons to be appointed to the board has been
changed. A representative nominated by the Alaska State Hospital
& Nursing Association has been replaced by a representative ofa
non-profit health facility and a representative from the division of
tire prevention in the Department of Public SafetY has been replaced
to a representative of the Alaska Area Native Health Sendee.




~Anissue that needs discussion by the committee is that of
limiting eligibility for grants. There is concern that large hospitals
with substantial financial resources may compete with smaller
hospitals with less access to other sources of funds. It was
suggested that ||m|t|ng the size of an eligible hospital to under 200
beds would accommodate that concern. Another suggested method
of addressing this concern was to include financial need in the
criteria used by the board to evaluate project applications.



A laska State Legislature

C|Uitr, Kraourccs Committee
VtCe-C|UItr, Transportation Committee
Member, Rules Committee

Aftfinbur, Com mittee on Committees

District A
yder, Hyora chusk, Kuprannat SenatorLloyd Jones
MEMORANDUM

To All Senators

From: Senator Lloyd Jones

Date: May 3. 1991

Subj: Senate BUI 67

17.0. llox V
Juneau, AK 99811
907 405-3743

I-'ax: 907 405-3922

35a Front Street
Ketchikan, AK 1)0001
907 225-9007

Fox: 907 225-0540

Senate Bill 67 sets up a mechanism by which hospitals and nursing
homes can be prioritized for funding. The biU is scheduled for floor

action on Friday, May 3 and | would like to take this opportunity to ask
for your support.

As you may know, many of our health care facilities in Alaska
desperately need to be renovated and/or replaced. Many of the
projects have been in line since 1982, which was the last time a
survey of projects was done. The problems, such as health/safety code
violations, space insufficiencies and outmoded equipment, have only
gotten worse.

SB 67 establishes a health care facUity review board which will
prioritize projects, enabling the administration and the legislature to
make rational funding decisions regarding health care facility
construction. In my opinion, it’s a positive step toward a statewide
health care plan.

Attached is a Fact Sheet on SB 67. Please take the time to review it.
If you have any questions on the bill, I will be happy to discuss them
with you. Your support is greatly appreciated.

LJ:-gmc
Attachment



A laska State Legislature

Cha”, Resources Committee
V|Ce ClV <|'.Transp0rtation Committee
Member Rules Committee

Member. Committee on Comm ittees

District A
Ayder, Myars Ehuck, Kuproanar SenatorLloyd Jones

MEMORANDUM

To: All Senators

From: Senator Lloyd Jones
Date: May 3, 1991

Subj: Senate Bill 67

P.0. Box V
Juneau. AK 99811
907 465-37.13

Fax: 907 465-3922

352 Front Street
Ketchikan. AK 99901
907 225-9082

Fax: 907 225-8546

Senate Bill 67 sets up a mechanism by which hospitals and nursing
homes can be prioritized for funding. The bill is scheduled for floor

action on Friday, May 3 and | would like to take this opportunity to ask
for your support.

As you may know, many of our health care facilities in Alaska
desperately need to be renovated and/or replaced. Many of the
projects have been in line since 1982, which was the last time a
survey of projects was done. The problems, such as health/safety code
violations, space insufficiencies and outmoded equipment, have only
gotten worse.

SB 67 establishes a health care facility review board which will
prioritize projects, enabling the administration and the legislature to
make rational funding decisions regarding health care facility
construction. In my opinion, it’s a positive step toward a statewide
health care plan.

Attached is a Fact Sheet on SB 67. Please take the time to review it.
If you have any questions on the bill, | will be happy to discuss them
with you. Your support, is greatly appreciated.

LJ:-gmc
Attachment



SENATE BILL 67 - FACT SHEET
by Senator Lloyd Jones

Purpose of the Bill

Senate Bill 67 is an attempt to rationally fund the renovation and
replacement of hospital and nursing home facilities In. our state. It
sets up a priority ranking system to be used by the legislature and the
administration when decisions are being made about what capital
projects should be funded. In the past, these facilities have had to
compete with other capital project funds. This bill establishes a
Health Care Facility Review Board whose main duty is to accept grant
applications and prioritize projects based on criteria set by the board.

Kev provisions of the bill

* Establishes a seven member board appointed by the governor,
serving staggered terms of three years. Members must be
representative of all areas of the state.

e Facilities must meet criteria as established in the bill. The Board will
also establish other criteria.

» Facilities must have a valid certificate of need.

» Health care facilities as defined in the bill are acute care hospitals
and nursing homes of no more than 200 beds.

» The state will award 75-percent of the total construction grant.
Facilities must match a total of 25-percent with no more than 5-
percent being in-kind contribution.

* The bill outlines and an extensive appeals process, however, award of
grants may not be delayed regardless of any administrative or judicial
review pending.

 Once a grant has been awarded, the Department and the applicant
must formerly enter into a written agreement. Conditions of the
agreement are outlined in the bill.



A laska State Legislature

Chalr Itc.smircni Committee P.0. Ilox V
VICGC all’ Traiisporinllon Committee Juneuu. AK 09811
Mem Bl. uiilea Com mittee 007 405-3743
Member Committee on Committee.** Fliix: IX)7 -105-3022

352 Krnnl Street

D|Str|CtA Ketchikan. AK 00901

907 225-9002

Krirhlkdti, Wrangell, Petersburg, Senator Lloyd Jones Fax: 907 225-0540

Ilytler, Myers Chuck. Kuprcanof

MEMORANDUM

To: Senator Arliss Sturgulewski, Chair
Health, Education & Social Services Committee
From: Senator Lloyd Jones
Date: January 28, 1991
Subj: Hearing on SB 67—Health Facility Construction

Please consider hearing Senate Bill 67 at the Health, Education and
Social Services Committee meeting of February 5. Hospital
administrators from Fairbanks, Kodiak, Ketchikan and Seward are
scheduled to be in town for other meetings and | would like them to
be able to testify on SB 67 at this time.

SB 67 is a comprehensive bill which sets up a structure by which the
legislature can objectively fund health care facilities in need of
renovation and construction. As you know, many of our health care
facilities are in serious disrepair and/or code violations. The cost of
maintaining and upgrading these facilities is expensive. In the past,
these facilities have had to compete with other capital project funds
without much avail, even though the upkeep of health care facilities is
recognized as vital.

My bill proposes the establishment of a Health Care Facilities Review
Board, whose duties include prioritizing health care facilities projects
on a fiscal year basis. This priority list and the Board's
recommendation for funding would be transmitted to the Governor
and the Legislature each year.

The bill is modeled after the school construction measure passed a
year ago by the legislature (HB 37), which I believe is a good model for
hospital and nursing home construction. My intention is not to build



Senator Sturgulewski: SB 67
Page 2
January 28, 1991

I've enclosed a copy of the Sectional Analysis and fiscal note for SB 67.
Also included arc letters of support from various hospital
administrators across the state. These hospital administrators have
been diligent in reviewing the bill and | would appreciate it if you
would give them a chance to testify on SB 67 when they arc in town on
February 5.

LAJ:.gmc
Enclosures



A laska State Legislature

Chalr, Resources Committee IVO. Uox V
VtCCChaIr Transportation Co' i nlltce Juneau. AK (>9811
Member, Hilled Com mittee 907 4(35-3743

EMOEr, committee on Com mittees Fax: 007 405-3922

352 Front Street

District A Ketchikan. AK 99001
907 225 9082

Ketchikan, W Il. Pet b .
ycer Myers chusk. Xuprennor SenatorLloyd Jones

MEM GRAND UM

To All Senators

From: Senator Lloyd Jon

Date: January 21, 1991

Subj: Requests for co-Sponsors on Senate Bill 67 - Relating to state aid for

nonprofit health facilities

| would appreciate your co-sponsorship on SB 67, which | have attached for your
perusal.

BasiraHy”the bill is modeled after the school construction bill passed by the legisla-
tureQalsfyear. As you know, health facility construction, like school construction, is
costly. As we've deliberated funding various projects in the past, it was hard to pri-
oritize which facilities should be funded first. This bill would de-politicize the system
by setting up an independent board to prioritize the projects, based on specific crite-
ria, such as threat to life and emergency needs of the facility.

The Health Facilities Review Board, as established in SB 67, will be made up ofan
architect, an engineer, a representative nominated by the Alaska Municipal League, a
representative from the Department of Health and Social Services, and a representa-
tive nominated by the Alaska State Hospital and Nursing Association. The board will
have comprehensive duties, including:

* reviewing health facilities master plans
» establishing a revised and updated five-year construction grant schedule
» making recommendations to DHSS, the Governor and the

Legislature regarding which three projects to fund each fiscal year.

As we see capital funds decreasing, | think it is essential that we have an orderly
system by which the neediest and most worthwhile health facilities projects receive
funds. With a priority list, established by this bill’s proposed Health Facilities Review
Board, the legislature and the governor will be able to make rational funding deci-
sions.



Senate Bill 67
Page 2
January 21, 1991

I've worked with hospital administrators, DHSS representatives and the Alaska State
Hospital and Nursing Association to shape SB 67. and all agree it is a much needed
piece of legislation.

| would appreciate you taking the time to look through the bill. Ifyou have any ques-
tions, please call Glenda Carino of my office at 3743. Your support of SB 67 would be
greatly appreciated.

LAJ.gmc
Attachment



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA o |
P.0. Box Y, Juneau, Alaska 99811 Deliveries to; 2-10 Main Street
(907) -165-3867 or -165-2-150 Court Plaza, Room 500
-AX (907) -165-2029 Mail Stop 3101
MEMORANDUM March 1, 1991
SUBJECT: Additional changes made to draft (CSITB 67 (HESS))
TO: Senator Arliss Sturgulewski

Chair, Health, Education, and Social Services Committee
Attn: Melissa Fouse

FROM: Theresa L. Bannister
Legislative Counsel

This memo accompanies the draft that you requested of CSIfiB 67 (HESS), relating
to grants for nonprofit health facilities. »

Please note that the prohibition against appealing subjective determinations has been
placed in a new subsection (g) so that it applies to sec. 18.25.023 generally.

Please also note that the following additional changes were made to the bill, in
addition to the other changes that were requested:

L p. 1 15 "APPLICATIONS" replaces "REQUESTS";

2. p. 3, 1 17 "grant application" replaces " project request":

3. p. 3,126, "application” replaces "request";

4. p. 4,11 "applications" replaces "requests"

5. p.5 123, "applicant's" replaces "municipality’s';

. p. 7,120, paragraph (2) of HB 67 has been deleted.

Changes 1- 3 were technical corrections made to reflect that under sec. 18.25.011
a person submits a %rant application, not a grant request. Chan?e 4 was a technical

change to reflect that nonprofit organizations, as well as municipalities, make requests
under this bill. Change 5 was deleted at the committee's request because the

department does not approve the applications.

[op)






DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA

P.O. im Y, Juneau, Alaska 99H11 Deliveries to: 240 Main Street
(907) 465-3867 or -105-2-150 Court I'laza, Room 500
FAX (907) -165-2029 Mail Slop 3101

MEMORANDUM January 23, 1991

SUBJECT: Sectional summary of SB 67

TO: Senator Lloyd Jones

FROM: Theresa L. Bannister

Legislative Counsel

You have requested a sectional su_m_mar}/ of SB 67, "An Act relating to state aid for
nonprofit health facilities; and providing for an effective date". Please remember that
this is only a summary of the bill and that the bill is the best source of its contents.

Section 1 contains the main provisions of the bill,

Sec. 18.25_.011(a{ authorizes municipalities and_nonprofit organizations to apply for
a nonprofit health facility construction grant. Sets the application deadline.

Sec, 18.25.011(Zb3 requires that projects for which certificates of need are reci_ui_red
1ynder AS t18.0 031 - 18.07.111 must have a current certificate in order to be eligible
or a grant.

Sec. 18.25,011(c) states that a project is not ell?JbIe for a grant unless the applicant
submits a five-year master plan for the construction of the health facility on or before
September 1 0f the fiscal year E)recedlng_ the fiscal year when the “application is
submitted. Describes what the plan must include.

Sec. 18.25.011(d) requires that the grant application include certain, insurance
evidence, and evidence satisfactory to the Department of Health and Social Services
that the proposed project is a capital construction project and not part of a
preventive maintenance program or regular custodial care program.

Sec. 18.25.013 establishes a seven-member Health Facilities Review Board in the
Department of Health and Social Services. Gives specific qualifications for the
members, States that the members are to be appointed by the governor. Sets
staggered terms of three %ears for the members. Directs the members to elect one
of the members to chair the board. Requires the board to hold at least one meeting



Senator Lloyd Jones
January 23, 1991
Page 2

each year. Authorizes the board to hold additional meetings at the call of the chair
or a majority of the members.

Sec. 18.25.015 establishes the duties of the hoard.

Sec. 18.25.015(a) directs the board to review the master plans submitted by grant
applicants. Also requires the board to establish and transmit to the department a
five-year construction grant schedule that establishes the priorities among the
proposed ?rant rojects. States that the prioritized schedule must serve the best
llntege%ts of the state and the municipality or area in which the health facility is to be
ocated.

Sec. 18.25.015(h) directs the board to establish bg regulation its criteria for
establishing priorities. Lists certain factors that must be included in the criteria.

Sec. 18.25.015(c) authorizes the hoard to reject a project request and omit it from the
construction grant schedule in certain circimstances.

Sec. 18.25.017 directs the department to verify the budget items in the board's %rant
schedule. Also directs the department to transmit the board's grant schedule and the
verified budget to the governor and the legislature by certain"dates.

Sec. 18.25.019 requires the department to provide public notice oft_he_tqrant requests
and the priorities established ?{the hoard and a hearing on the prioriies by certain
dates each year. Defines "public notice" for the section.

Sec, 18.25.021(a) directs the department to award the grants in the order of the
projects’ priorities when the appropriation bill fundlng the grant fund becomes law,
re?ar_dless of pending reviews of the grant applicafions. = Prohibits review from
defaying the funding of the grants.

Sec. 18.25.021gb) establishes that a project re-prioritized after the funding appropria-
tion becomes law is to he awarded according to the new priority at the next time
grants are awarded.

Sec. 18.25.023(a) authorizes a grant applicant to request reconsideration of certain
board decisions.” Establishes certain criteria that the reconsideration request must
satltsfy. OID{rects the board to review its decision and issue a written decision by a
certain date.

Sec. 18.25.023(b) authorizes a grant applicant to appeal an adverse decision of the
board under (a) of this section. Establishes certain criteria for making the appeal.
Establishes that the omission of an issue from the notice of appeal waives the right
to have the issue considered. Directs the commissioner to appoint a hearing officer
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January 23, 1991
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with certain qualifications and by a certain date. Describes, the_hear_lnq officer's
duties. Establishes that denial of'an appeal by the hearln% officer is a final decision
that may be appealed under (d) of this section. Directs the hoard to consider the
hearing officer's recommended decision by a certain date and indicates what action
the board may take at that point. Directs the board to issue its decision in writing
by a certain date.

Section 18.25.023(c) authorizes the hearing officer to consolidate appeals.

Section 18"25'023((1?1 authorizes a grant applicant to appeal an adverse decision of the
hearing officer or the board under (b) of this section to the superior court,

Section 18.25.023(e) directs the hoard to adopt regulations governing reconsideration
and appeal procedures.

Section 18.25,023(f) prohibits a grant applicant from requesting a reconsideration or
appeal of a priority determination because the reprioritization f another project due
to a reconsideration or appeal under this section has resulted in a lower priority for
the la}pplltc;qr)]t’s project.  (On line 18 of page 5 "municipality's" should Tead
applicant's

Section 18.25.025(a)[ requires the department to enter into a written grant agreement
before distributing the funds.

Section 18.25.025(b) requires that the grant agreement contain certain listed
conditions.

Section 18.25,025(c) allows a cost of construction for a health facility to be paid under
a grant even if the cost was incurred before certain listed events, except as provided
in"subsection (b) or (d).

Secttion 18.25.025(d) prohibits the payment under the grant of certain early project
COsts.

Sec. 18.25.025(e) prohibits the direct administrative expenses of the grantee from
exceeding 10 percent of the grant,

Sec. 10.25.027 requires the governor to include an appropriation for the nonprofit
health facility construction grants in the governor's general appropriation bill,

Sec. 10.25.029 states that each grant will pay 80 percent of the total costs of
construction for the project each year.



Senator Lloyd Jones
January 23, 1991
Page 4

Sec. 18.25.031 directs the department to advance 20 percent of a grant after the
effective date of the grant agreement, Requires the department to base subsequent
Payments_on ?aymen requests submitted by the grantee. Prohibits the department
rom making further payments until the grantee exhausts the advance.

Sec. 18.25.033 establishes the nonprofit health facility construction grant fund for
grants under AS 18.25.011 - 18.25.035.

Sec. 18.25.035 defines certain terms for the new sections.
Section 2 directs the department to adopt regulations to implement AS 18.25.

Section 3 has the effect of exempting grants under AS 18.25.011 - 18.25.035 from the
requirements of AS 46.11.

Section 4 repeals certain statutes.
Section 5 gives the Act an effective date.
If | may be of further assistance, please advise.
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AMENDMENT

OFFERED IN THE SENATE BY SENATOR DUNCAN

TO: CSSB 67(HES)

Page 9, following line 14:

Insert a new section to read:

"*Sec. 5. RETROACTIVE GRANTS, (@ A grantmay be made under AS 18.25.011 - 18.25.035,
added by sec. 1 of this Act, for construction costs that are incurred before the effective date of this Act
and if the construction project is begun or completed before the effective date of this Act and if the
project began after December 31, 1985.

(b) Notwithstanding AS 18.25.011(b), the certificate of need required for a construction project
described in (a) of this section must have been in effect when the project was begun.

(c) The determination of the priority of a construction project described in (a) of this secrion
shall be based on the circumstances existing when the construction project was begun.

(d) If the grant is for construction costs described in (a) of this section, the written agreement
required under AS 18.25.025 may not include the provisions contained in AS 18.25.025(b)(1) - (11),
(13), and (14).

(e) Notwithstanding AS 18.25.029, for each grant described in (a) of this section, the state shall
pay~'7'880-. percent of the costs of construction incurred for the project by the grantee before the effective
date of this Act.

(f) Notwithstanding AS 18.25.031, after the effective date of the agreement for a grant under

AS 18.25.011 - 18.25.035, the Department of Health and Social Services shall advance the endre grant

to the grantee if the grant is authorized by (a) of this section.”

Renumber the following bill section accordingly.
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CS FOR SENATE BILL NO. 67 (IIES)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsors):  SENATORS JONES, ZharofT, Menard

A BILL |

FOR AN ACT ENTITLED I

"An Act relating to state aid for nonprofit health facilities; and providing for an effectivei
date." ]

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 18.25 is amended by adding new sections to read:

Sec. 18.25.011. GRANT APPLICATIONS, (a) On or before June 15, a municipality
or a nonprofit organization may submit a grant application to the department for a nonprofit
health facility construction grant.

(b) A project for which a certificate of need is required under AS 18.07.031 - 18.07.111
at the time of the grant application is not eligible for a grant under AS 18.25.011 - 18.25.035
unless a certificate has been issued to the health facility that is the subject of the application, and
the certificate is in effect at the time of the application.

(c) A project is not eligible for a grant under AS 18.25.011 - 18.25.035 unless the
applicant has submitted a five-year master plan for the construction of the health facility on or
before September 1 of the fiscal year in which the application is submitted; the master plan must

-1- CSSB 67(HES)
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CSSB 67(HES)

include a description of the applicant's fixed asset inventory system and preventive malntenance
program, a detailed scope of work, an estimated project budget, an operation, maintenance, and !
financial feasibility study, and a documentation of the conditions justifying the project, incluing
a signed statement by an architect or engineer verifying any code violation documented in the |
plan.
(d) The grant application must include
(1) evidence that the applicant has secured and will maintain adequate property >

loss insurance for the replacement cost of the health facility or a program of insurance acceptable

to the department; and

(2) evidence acceptable to the department that the proposed project is a capital
construction project and not partof a preventive maintenance program or regular custodial care |
program.

Sec. 18.25.013. HEALTH FACILITIES REVIEW BOARD ESTABLISHED, (a) There |
is created in the Department of Health andSocialServices —theHealth FacilitiesReview  Board
composed of seven members consisting of thefollowingpersonsappointed by  thegovernor and
who serve at the pleasure of the governor.

(1) anarchitect licensed under AS 08.48;

(2) an engineer licensed under AS 08.48;

a representative nominated by the Alaska Municipal League;

a representative from the department;

a representative of a nonprofit health facility;

a representative of the Alaska Area Native Health Service; and
7) amember of the general public.

1
2
3
(4
5
6
(

(b) The members serve for staggered terms of three years.
(c) The members of the board shall elect a member of the board aschair.
(d) The board shall hold at least one meeting each year. The board may hold additional
meetings at the call of the chair or of a majority of the board members.
Sec. 18.25.015. BOARD DUTIES, (a) The hoard shall annually
(1) review the master plans submitted by applicants under AS 18.25.011;
(2) with regard to the plans reviewed under (1) of this subsection, establish and
transmit to the department a revised and updated five-vear construction grant schedule that

Naw 'Rt rdnrlircti IDELETED TEXT BRACKETED!



establishes the priorities among the proposed health facility construction projects and serves the
best interest of the state and the municipality or area in which the healtt facility Is located.

(b) The board shall establish by regulation its criteria for establishing the priorities under
(a) of this section. The criteria must include at least the following factors;

(1) the degree of threat to the health or safety of facility occupants;

(2) the degree of potential harm to building integrity as it affects the building's |
ability to support health care functions in a cost effective and efficient manner; t

(3) the ahility of the project or project phase to be self-supporting; j

A (4) access to other sources of funding;

(5) the overall capital requirements and operating cost efficiency over the lifetime |
of the facility;

(6) the community or area need for the facility as compared to alternative means
for providing the care; .

(7) the level of care required to provide basic cost effective and efficient health i
Services; [ Mo,

(8) the effect of the grant award on the overall position of the applicant as
compared to health facilities that are not eligible to receive grants under AS 18.25.011 -
18.25.035.

(c) The board may reject a grant application and omit it from the construction grant!

schedule If ',
(1) the applicant provides incomplete information or documentation on the project;
() the board determines that existing facilities can adequately serve the program
requirements, or that an alternative project is in the best interests of the state; or
(3) the board determines that the project is not in the best interests of the state
or the municipality or area in which the health facility is located.

Sec. 18.25.017. DEPARTMENT ACTION, (a) Before a grant application is submitted
to the board, the department shall verify the amounts and reasons for the items in the budget for
each grant application.

(b) With  regard to the construction grant schedule established by the board under
AS 18.25.015,the department shall transmit the construction grant schedule, including the
budgets verified under (a) of this section, to the governor by October 15 of each year and to the

3 CSSB 67(HES)
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legislature within the first 10 days of each regular legislative session.

Sec. 18.25.019. PUBLIC NOTICE AND HEARING. On or beforg July 15 of each year, |
the department shall provide public notice of the grant applications made under AS 18.25.011
and the priorities established under AS 18.25.015. After public notice has been given, the
department shall, not later than August 15 of each year, hold a public hearing on the priorities |
established under AS 18.25.015. In this subsection, "public notice" means notice published in 1
a newspaper of general circulation and notice to each person who has requested notice about the
grant requests from the department.

Sec. 18.25.021.  AWARD, (a) The department shall award grants in the order of the
projects’ priorities on the date the appropriation bill funding the nonprofit health facility |
construction grant fund becomes law, regardless of an administrative or judicial review pending !
under AS 18.25.023. An administrative or judicial review pending under AS 18.25.023 at the
time that grants are awarded may not delay the funding of grants. J

(b) 1f a project is assigned a new priority ranking under AS 18.25.023 after the date the
appropriation bill for the nonprofit health facility construction grant fund becomes law, a grant
shall be awarded for the project in accordance with the new priority ranking at the next time that '
nonprofit health facility construction grants are awarded under AS 18.25.011 - 18.25.035.

Sec. 18.25.023.  ADMINISTRATIVE AND JUDICIAL REVIEW, (a) An applicant
under AS 18.25.011 may not request reconsideration of a decision of the board unless the request
Is based on reasonable issues of fact or law. The request must be in wridng and include a
statement of the specific changes desired, and a summary of the evidence supporting the
applicant's claim that the board has erred in its review of the applicant's grant application. A .
request for reconsideration must be submitted to the board by the first day of the public hearing ;.
held under AS 18.25.019. The ooard shall review its decision on the basis of the request by the
applicant and determine whether its decision should be changed. The board shall issue its deter- |
mination in writing within 15 days after the last day of the public hearing held under |
AS 18.25.019.

(d) Anapplicant under AS 18.25.011 may appeal an adverse decision of the board under '
(a) of this section by filing a written notice of appeal with the commissioner within 15 days afteri
the date of the board's decision. The notice of appeal must state the legal and factual basis for
the appeal and the precise relief sought. The failure of the applicant to include an issue in a

CSSB 67(HES) 4-
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notice of appeal constitutes a waiver of the right to have the issue considered. Not later than 10 i
days after receipt of a notice of appeal, the commissioner shall appoint a hearing officer who is
qualified under AS 44.62.350(c) to consider the appeal. If the hearing officer finds that the i
notice of appeal does not raise a reasonable issue of fact or law, the hearing officer shall issue |
a written decision denying the appeal. Denial of an appeal by a hearing officer is a final decision |
that may be appealed under (d) of this section. If the hearing officer finds that the notice of '
appeal raises a reasonable issue of fact or law, the hearing officer shall conduct a hearing on
those issues and recommend a decision to the board. The hearing officer shall issue a decision |
on the appeal not later than 60 days after being appointed. The commissioner shall consider the
recommenced decision of the hearing officer within 10 da>3after receipt and may adopt all, part,
or none of the recommended decision or may remand the issue to the hearing officer for further!
hearings. The commissioner shall issue a decision in writing within 10 days after consideration f
of the hearing officer's decision. i

(c) The hearing officer may consolidate appeals under (b) of this section if the notices
of appeal raise related issues of fact or law.

(d) An applicant under AS 18.25.011 may appeal an adverse decision of a hearing officer
or the board under (b) of this section to the superior court-in the manner provided by
AS 44.62.560 - 44.62.570 and the Alaska Rules of Appellate Procedure.

() The board shall adopt regulations governing procedures for the reconsideration and
appeal of decisions under (a) - (c) of this section. The requlations adopted under this subsection 1
are not required to conform to AS 44.62.330 - 44.62.630, but must be consistent with minimum
standards of due process.

(0 An applicant under AS 18.25.011 may not request reconsideration of or appeal a
priority determination on the grounds that a revised priority assigned to another project, due to
a reconsideration or appeal under this section, has resulted in a lower priority being accorded to
the applicant's project.

Sec. 18.25.025. GRANT AGREEMENT AND CONDITIONS, (a) The department shall |
enter into a written agreement with the grantee before it distributes grant funds under |
AS 18.25.011 - 18.25.035.

(b) The department shall require in the grant agreement that the grantee

(1) agree to construction of the health facility as described by the certificate of

e 5 CSSB 67(HES)
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need, if any, issued to the facility under AS 18.07.031 - 18.07.11L

(2) provide reasonable assurance hy a means acceptable to the department that
the cost of the project will be uniform with the costs of the most current construction projects
in the area;

(3) agree to submit to the department for department approval a description and
justification of a cost overrun before the grantee agrees to pay for the overrun and before the
department distributes money to the grantee to pay for the overrun;

(4) agree to place the grant funds in an interest-bearing account and not to use
the interest or the grant funds for a purpose other than the project:

(5) agree to limit equipment purchases to that required for the facility operation;

(6) submit project hudgets for department review and agree that die grant amount
may, at the discretion of the department, be reduced or increased by amounts equal to the
amounts by which contracts vary from the budget amounts approved by the department;

(7) submit to the department for approval, before advertising for bids for the
construction contract, a plan for construction that includes specifications, final construction
drawings, and proposed contract documents;

(8)  submit for department review a tabulation of all hids received, a complete
copy of the lowest hid, a copy of the proposed notice to proceed with construction, and a copy

of the proposed construction contract;
(9) submit for department review and acceptance documentary evidence that the

project is being accomplished in accordance with all the assertions in the grantee's five-year !
master plan and grant application;

(10)  submit sufficient assurances that the project will be used for the stated
purposes of the grant for the expected useful lifetime of the facility;

(11) agree to conform to all applicable governmental codes and standards, !
including the most recently adopted state statutes and regulations on building, health, mechanical,
electrical, fire, safety, and handicap accessibility, and those covering the planning, construction,
and operation of the health facility;

(12) agree to comply with

(A) the department's single audit requirements;
(B) AS 37.05.321, prohibiting the use of grant funds and earnings to

CSSB 67(HF.S) -6-
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influence legislative action;
(C) the reporting requirements of AS 36.05 and AS 36.10; and
(D) 42 U.S.C. 2000a * 2000h-6 (Civil Rights Act of 1964), 29 U.S.C. 621-

634 (Age Discrimination in Employment Act of 1967), 7 U.S.C. 2027 (Food Stamp Act

of 1977), and the department's requirements for implementation of the federal statutes

listed n this subparagraph; |

(13) identify anticipated operating costs and revenue and the sources of funding ’
that may be requested if costs exceed projected revenue;

(14) complete the project in a timely manner to a fully functional condition and
submit periodic status reports not less than every six months to the department detailing work |
completed to date, a summary of expenditures compared with the approved budget, and an 1
explanation of any deviation from the approved work, schedule, or budget; and

(15) agree to comply with other requirements that the department, notwithstanding
AS 37.05.318, may reasonably impose on grantees and that are necessary to meet the intent of |
the grant i
(c) Except as provided under (b) or (d) of this section, a cost of construction for a health
facility may be Daid under a grant awarded under AS 18.25.021 without regard to whether the
cost was incurred before the !

(1) award of the grant; or

(2) effective date of an appropriation to the nonprofit health facility construction 3
grant fund for the year in which the grant is funded.

(d) The maximum percentage of the costs of planning and designing, including
engineering, that are incurred before awarding a grant and that may be paid under the gTant may
not exceed 15 percent.

(e) The fair market value of land acquisition and site preparation may be included in the
grantee's share of the total cost of the health facility. The fair market value shall be determined
as of the date when the grant application is submitted under AS 18.25.011.

(f) The direct expenses of the grantee to administer the project may r.ot exceed 10
percent of the grant.

Sec. 18.25.027. GRANT APPROPRIATIONS. Within the general appropriation bill
submitted to the legislature under AS 37.07.020, the governor shall include an appropriation for

7- CSSB 67(HES)
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nonprofit health facility construction grants in the succeeding fiscal year as determined by the 1
priority list and budgets transmitted to the governor under AS 18.25.017.

Sec. 18.25.029. AMOUNT OF GRANTS. For each project included in a grant awarded
under AS 18.25.021, the state shall pay 80 percent of the total costs of construction inclined for
the project by the grantee during the fiscal year for which the grant is made.

Sec. 18.25.03L DISTRIBUTION OF GRANT. After the effective date of the agreement 1
lor a grant under AS 18.25.011 - 18.25.035, the department shall advance 20 percent of the grant
to the grantee. The department shall base subsequent payments from the grant on payment |
requests submitted by the grantee for the costs of construction incurred by the grantee for the
grant project. The department may not make a further payment under the grant until the grantee
has exhausted the advance.

Sec. 18.25.033. NONPROFIT HEALTH FACILITY CONSTRUCTION GRANT FUND.
The nonprofit health facility construction grant fund is created as an account in the general fund, |
The fund shall be used to make grants under AS 18.25.011 - 18.25.035 for the costs of'
construction of nonprofit health facilities. Legislative appropriations under AS 18.25.011 -
18.25.035 for the costs of construction of nonprofit health facilities shall be deposited in the fund. |

Sec. 18.25.035. DEFINITIONS. In AS 18.25.011 - 18.25.035,

(1) "board" means the Heaith Facilities Review Board;

(2) "costs of construction” means the cost of acquiring, constructing, enlarging,,
repairing, remodeling, equipping, or furnishing nonprofit health facilities and includes the total
of all costs of financing and carrying out the project, including

(A) the cost of necessary studies, surveys, plans and specifications, i
architectural, engineering and other special services, the acquisition of real property, site |
preparation and development, and the acquisition of machinery and equipment >..cessary
for the project;

(B) the direct expenses of the grantee to administer the project;

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

(D) the cost of other items, including indemnity and surety bonds and
premiums on insurance, legal fees, fees and expenses of trustees, depositaries, financial
aavisors, and paying agents for the bonds issued;

CSSB 67(HES) 8
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(3) "health facility" means a nursing home or a facility that provides
hospitalization for inpatient medical and surgical care of acute illness or injury or obstetric care;
(4) "nonprofit" means qualified for an exemption under 26 U.S.C. 501 from

federal income tax.
* Sec. 2. AS 18.25.100 is repealed and reenacted to read:
Sec. 18.25.100. REGULATIONS. The department shall adopt regulations to implement

this chapter.

* Sec. 3. AS 46.11.900(7) is amended to read.
(7) "state financial assistance" means a loan, grant, guarantee, insurance, payment,

10 rebate, subsidy, or other form of state assistance other than aid under AS05.35.010- 05.35.070,
‘11 AS 1411, AS 18.25.011 - 18.25.035, and AS 29.60, including the purchaseby a state agency of

12 a loan to finance tire construction or purchase of a residential building;
13 * Sec. 4. AS 18.25.010, 18.25.020, 18.25.030, 18.25.070, 18.25.080, 18.25.090, and 18.25.110 are

14 repealed.
15 * Sec. S. This Act takes effect July 1, 1991,

—_
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CS FOR SENATE BILL NO. 67 (HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsor(s):  SENATORS JONES, Zharoff, Menard

A BILL
FOR AN ACT ENTITLED

1 "An Act relating to state aid for nonprofit health facilities; and providing for an effective

2
3

4
5
6
[
8
9

10
11
12
13
14

date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 18.25 is amended by adding new sections to read:

Sec. 18.25.011. GRANT APPLICATIONS, (a) On or before June 15 of the fiscal year
preceding the fiscal year for which the application is made, a municipality or a nonprofit
organization may submit a grant application to the department for a nonprofit health facility
construction grant.

(b) A project for which a certificate of need is required under AS 18.07.031 - 18.07.111
at the time of the grant application ;s not eligible for a grant under AS 18.25.011 - 18.25.035
unless a certificate has been issued to the health facility that is the subject of the application, and
the certificate is in effect at the time of the application.

(c) A project is not eligible for a grant under AS 18.25.011 - 18.25.035 unless the
applicant has submitted a five-year master plan for the construction of the health facility on or
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1 before September 1 of the fiscal year in which the application is submitted; the master plan must
2 include a description of the applicant's fixed asset inventory system and preventive maintenance
3 program, a detailed scope of work, an estimated project budget, an operation, maintenance, and
4 financial feasibility study, and a documentation of the conditions justifying the project, including
5 a signed statement by an architect or engineer verifying any code violation documented in the
6 plan.

[ (d) The grant application must incluce

8 (1) evidence that the applicant has secured and will maintain adequate property
9 loss insurance for the replacement cost of the health facility or a program of insurance acceptable
10 to the department; and

11 (2) evidence acceptable to the department that the proposed project is a capital
12 construction project and not part of a preventive maintenance program or reqular custodial care
13 program.

14 Sec. 18.25.013. HEALTH FACILITIES REVIEW BOARD ESTABLISHED, (a) There
15 I created in the Department of Health and Social Services the Health Facilities Review Board
16 composed of seven members consisting of the following persons appointed by the governor and

17 who serve at the pleasure of the governor.

18 (1) an architect licensed under AS 08.48;

19 (2) an engineer licensed under AS 08.48;

20 (3) a representative nominated by the Alaska Municipal League;

2 (4) a representative from the department;

22 (5) a representative of a nonprofit health facility,;

23 (6) a representative of the Alaska Area Native Health Service; and

24 (7) @ member of the general public.

25 (b) The members serve for staggered terms of three years.

26 (c) The members of the board shall elect a member of the board as chair.

21 (d) The board shall hold at least one meeting each year. The board may hold additional
28 meetings at the call of the chair or of a majority of the board members.

29 Sec. 18.25.015. BOARD DUTIES, (a) The board shall annually

30 (1) review the master plans submitted by applicants under AS 18.25.011,;

3l (2) with regard to the plans reviewed under (1) of this subsection, establish and

CSSB 67(HES) 2.
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1 transmit to the department a revised and updated five-year construction grant schedule that
2 establishes the priorities among the proposed health facility construction projects andserves the
3 best interest of the state and the municipality or area in which the health facility islocated.

4 (b) The board shall establish by regulation its criteria for establishing the priorities under
5 (a) of this section. The criteria must include at least the following factors:

6 (1) the degree of threat to the health or safety of facility occupants;

[ (2) the degree of potential harm to building integrity as it affects the building's
8 ability to support health care functions in a cost effective and efficient manner;

9 (3) the ability of the project or project phase to be self-supporting;

10 (4) access to other sources of funding;

11 (5) the overall capital requirements and operating cost efficiency over the lifetime

12 of the facility;

13 (6) the community or area need for the facility as compared to alternative means

14 for providing the care;

15 (7) the level of care required to provide basic cost effective and efficient health

16 Services. '

17 (c) The board may reject a grant application and omit it from the construction gTant

18 schedule if

19 (1) the applicant provices incomplete information or documentation on the project;

20 (2) the board determines that existing facilities can adequately serve the program

21 requirements, or that an alternative project is in the best interests of the state; or

22 (3) the hoard determines that the project is not in the best interests of the state

23 or the municipality or area in which the health facility is located.

24 Sec. 18.25.017. DEPARTMENT ACTION, (a) Before a grant application is submitted

25 to the board, the department shall verify the amounts and reasons for the items in the budget for

26 each grant application.

21 (b) With regard to the construction grant schedule established by the board under

28 AS 18.25.015, the department shall transmit the construction grant schedule, including the

29 budgets verified under (a) of this section, to the governor by October 15 of each year and to the

30 legislature within the first 10 days of each regular legislative session.

31 Sec. 18.25.019. PUBLIC NOTICE AND HEARING. On or before July 15 of each year,
-3- CSSB 67(HES)
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1 the department shall provide public notice of the grunt applications made under AS 18.25.011
2 and the priorities established under AS 18.25.015. After public notice lias been given, the
3 department shall, not later than August 15 of each year, hold a public hearing on the priorities
4 established under AS 18.25.015. In this subsection, "public notice" means notice published in
5 a newspaper of general circulation and notice to each person who has requested notice about the
6 grant requests from the department.
! Sec. 18.25.021. AWARD, (a) The department shall award grants in the order of the
8 projects’ priorities on the date the appropriation bill funding the nonprofit health facility
9 construction grant fund becomes law, regardless of an administrative or judicial review pending
10 under AS 18.25.023. An administrative or judicial review pending under AS 18.25.023 at the
1l time that grants are awarded may not delay the funding of grants.
12 (b) Ifa project is assigned a new priority ranking under AS 18.25.023 after the date the
13 appropriation bill for the nonprofit health facility construcdon grant fund becomes law, a grant
14 shall be awarded for the project in accordance with the new priority ranking at the next time that
15 nonprofit health facility construction grants are awarded under AS 18.25.011 - 18.25.035.
16 Sec. 18.25.023. ADMINISTRATIVE AND JUDICIAL REVIEW, (a) An applicant
17 under AS 18.25.011 may request reconsideration of a decision of the boat J based on reasonable
18 issues of fact or law. The request must be in writing and include a statement of the specific
19 changes desired, and a summary of the evidence supporting the applicant's claim that the board
20 has erred in its review of the applicant's grant application. A request for reconsideration must
2 be submitted to the board by the first day of the public hearing held under AS 18.25.019. The
22 board shall review its decision on the basis of the request by the applicant and determine whether
23 its decision should be changed. The board shall issue its determination in writing within 15 days
24 after the last day of the public hearing held under AS 18.25.019.
25 (b) Anapplicant under AS 18.25.011 may appeal an adverse decision of the board under
26 (a) of this section by filing a written notice of appeal with the commissioner within 15 days after
21 the date of the hoard's decision. The notice of appeal must state the legal and factual basis for
28 the appeal and the precise relief sought. The failure of the applicant to include an issue in a
29 notice of appeal constitutes a waiver of the right to have the issue consiclered. Not later than 10
30 days after receipt of a notice of appeal, the commissioner shall appoint a hearing officer who is

31 qualified under AS 44.62.350(c) to consider the appeal. If the hearing officer finds that the
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1 notice of appeal docs not raise a reasonable issue of fact or law, the hearing officer shall issue
2 a written decision denying the appeal. Denial of an appeal by a hearing officer is a final decision
3 that may be appealed under (d) of this section. If the hearing officer finds that the notice of
4 appeal raises a reasonable issue of fact or law, the hearing officer shall conduct a hearing on
5 those issues and recommend a decision to the board. The hearing officer shall issue a decision
6 on the appeal not later than 60 days after being appointed. The commissioner shall consider the
[ recommenced decision of the hearing officer within 10 days after receipt and may adopt all, part,
8 or none of the recommended decision or may remand the issue to the hearing officer for further
9 hearings. The commissioner shall issue a decision in writing within 10 days after consideration
10 of the hearing officer's decision.
1l (c) The hearing officer may consolidate appeals under (b) of this section if the notices
12 of appeal raise related issues of fact or law.
13 (d) An applicant under AS 18.25.011 may appeal an adverse decision of a hearing officer
14 or the hoard under (b) of this section to the superior court in the manner provided by
15 AS 44.62.560 - 44.62.570 and the Alaska Rules of Appellate Procedure.
16 () The board shall adopt regulations governing procedures for the reconsideration and
17 appeal of decisions under (a) - (c) of this section. The regulations adopted under this subsection
18 are not required to conform to AS 44.62.330 - 44.62.630, but must be consistent with minimum
19 standards of due process.
20 (f) An applicant under AS 18.25.011 may not request reconsideration of or appeal a
21 priority determination on the grounds that a revised priority assigned to another project, due to
22 a reconsideration or appeal under this section, has resulted in a lower priority being accorded to
23 the applicant’s project.

(9) A subjective judgment of the board or board members may not be a basis for
reconsideration or appeal unless it can be conclusively demonstrated that the board or a hoard
member has acted in an arbitrary or capricious manner in making the judgment.

21 Sec. 18.25.025. GRANT AGREEMENT AND CONDITIONS, (a) The department shall
28 enter into a written agreement with the grantee before it distributes grant funds under
29 AS 18.25.011 - 18.25.035.

30 (b) The department shall require in the grant agreement that the grantee

31 (1) agree to construction of the health facility as described by the certificate of
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1 need, if any, issued to the facility under AS 18.07.031 - 18.07.111;
2 (2) provide reasonable assurance by a means acceptable to the department that
3 the cost of the project will be uniform with the costs of the most current construction projects
4 in the area;
5 (3) agree to submit to the department for department approval a description and
6 justification of a cost overrun before the grantee agrees to pay for theoverrun and before the
[ department distributes money to the grantee to pay for the overrun;
8 (4) agree to place the grant funds in an interest-bearing account and not to use
9 the interest or the grant funds for a purpose other than the project;
10 (5) agree to limit equipment purchases to that required for the facility operation;
1 (6) submit project budgets for department review and agree that the grant amount
12 may, at the discretion of the department, be reduced or increased by amounts equal to the
13 amounts by which contracts vary from the budget amounts approved by the department;
14 (7) submit to the department for approval, before advertising for hids for the
15 construction contract, a plan for construction that includes specifications, final construction
16 drawings, and proposed contract documents;
17 (8) submit for department review a tabulation of all bids received, a complete
18 copy of the lowest hid, a copy of the proposed notice to proceed with construction, and a copy
19 of the proposed construction contract;
20 (9) submit for department review and acceptance documentary evidence that the
2 project is being accomplished in accordance with all the assertions in the grantee’s five-year
22 master plan and grant application;
23 (10) submit sufficient assurances that the project will be used for the stated
24 purposes of the grant for the expected useful lifetime of the facility;
25 (11) agree to conform to all applicable governmental codes and standards,
26 including the most recently adopted state statutes and requlations on building, health, mechanical,
21 electrical, fire, safety, and handicap accessibility, and those covering the planning, construction,
28 and operation of the health facility;
29 (12) agree to comply with
30 (A) the department’s single audit requirements;
31 (B) AS 37.05.321, prohibiting the use of grant funds and earnings to
CSSB 67(I1ES) £-
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influence legislative action;
(C) the reporting requirements of AS 36.05 and AS 36.10; and
(D) 42 U.S.C. 2000a - 2000H-6 (Civil Rights Act of 1964), 29 U.S.C. 621-

634 (Age Discrimination inEmployment  Act of 1967), 7 U.S.C.2027(Food Stamp  Act

of 1977), and the department'srequirements  for implementation ofthe federalstatutes

listed in this subparagraph;

(13) identify anticipated operating costs and revenue and the sources of funding

that may be requested if costs exceed projected revenue;

(14) complete the project in a timely manner to a fully functional condition and
submit periodic status reports not less than every six months to the department detailing work
completed to date, a summary of expenditures compared with the approved budget, and an
explanation of any deviation from the approved work, schedule, or budget; and

(15) agree to comply with other requirements that the department, notwithstanding
AS 37.05.318, may reasonably impose on grantees and that are necessary to meet the intent of
the grant.

(c) Except as provided under (b) or (d) of this section, a cost of construction for a health
facility may be paid under a grant awarded under AS 18.25.021 without regard to whether the
cost was incurred before the

(1) award of the grant; or

(2) effective date of an appropriation to the nonprofit health facility construction
grant fund for the year in which the grant is funded.

(d)  The maximum percentage of the costs of planning and designing, including
engineering, that are incurred before awarding a grant and that may be paid under the grant may
not exceed 15 percent.

() The fair market value of land acquisition and site preparation may be included in the
grantee’s share of the total cost of the health facility. The fair market value shall be determined
as of the date when the grant application is submitted under AS 18.25.011.

(f) The direct expenses of the grantee to administer the project may not exceed 10
percent of the grant.

Sec. 18.25.027. GRANT APPROPRIATIONS. Within the general appropriation bill
submitted to the legislature under AS 37.07.020, the governor shall include an appropriation for
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1 nonprofit health facility construction grants in the succeeding fiscal year as determined  bythe
2 priority list and budgets transmitted to the governor under AS 18.25.017.

3 Sec. 18.25.029. AMOUNT OF GRANTS. For each project included in a grant awarded
4 under AS 18.25.021, the state shall pay 80 percent of the total costs of constructionincurred  for
5 the project by the grantee during the fiscal year for which the grant is made.

6 Sec. 18.25.031. DISTRIBUTION OF GRANT. After the effective date of the agreement
[ for a grant under AS 18.25.011 - 18.25.035, the department shall advance 20 percent of the grant
8 to the grantee. The department shall base subsequent payments from the grant on payment
9 requests submitted by the grantee for the costs of construction incurred by the grantee for the

10 gran' project. The department may not make a further payment under the grant until the grantee
11 has exhausted the advance.
12 Sec. 18.25.033. NONPROFIT HEALTH FACILITY CONSTRUCTION GRANT FUND.
13 The nonprofit health facility construction grant fund is created as an account in the general fund.
14 The fund shall be used to make grants under AS 18.25.011 - 18.25.035 for the costs of
15 construction of nonprofit health facilities. Legislative appropriations under AS 18.25.011 -
16 18.25.035 for the costs of construction of nonprofit health facilities shall be deposited in the fund.
17 Sec. 18.25.035. DEFINITIONS. In AS 1825011 - 18.25.035,
1S (1) "hoard" means the Health Facilities Review Board;
19 (2) "costs of construction” means the cost of acquiring, constructing, enlarging,
20 repairing, remodeling, equipping, or furnishing nonprofit health facilities and includes the total
21 of all costs of financing and carrying out the project, including
22 (A) the cost of necessary studies, surveys, plans and specifications,
23 architectural, engineering and other special services, the acquisition of real property, site
24 preparation and development, and the acquisition of machinery and equipment necessary
25 for the project.
26 (B) the direct expenses of the grantee to administer the project;
21 (C) the cost of financing the project, including interest on bonds issued
28 to finance the project; and
29 (D) the cost of other items, including indemnity and surety bonds and
30 premiums on insurance, legal fees, fees and expenses of trustees, depositaries, financial
31 advisors, and paying agents for the bonds issued;
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(3)  "health facility" means a nursing home or a facility that provides
hospitalization for inpatient medical and surgical care of acute illness or injury or obstetric care;
(4) "nonprofit" means qualified for an exemption under 26 U.S.C. 501 from

federal income tax.
* Sec. 2. AS18.25.100 is repealed and reenacted to read:

Sec. 18.25.100. REGULATIONS. The department shall adopt regulations to implement

this chapter.
* Sec. 3. AS46.11.900(7) is amended to read:

(7) "state financial assistance" means a oan, grant, guarantee, insurance, payment,
rebate, subsidy, or odierform of state assistanceother than aid under AS05.35.010 - 05.35.070,
AS 1411, AS 18.25.011 -18.25.035, and AS 29.60,including the purchase bya state agency of

aloan to finance the construction or purchase of a residentialbuilding;

* Sec. 4. AS 18.25.010, 18.25.020, 18.25.030, 18.25.070,18.25.080, 18.25.090, and 18.25.110 are

repealed.
* Sec. 5. This Act takes effect July 1, 1991,

9-
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SENATE BILL NO. 67
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY SENATORS .IONICS, ZharofT

Introduced: 1/21/91
Referred: IIICSS and Finance

A BILL
FOR AN ACT ENTITLED

1 "An Act relating to state aid for nonprofit health facilities; and providing for an effective

2
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4
5

© ©o —~N o

10
1
12
13
14

date."

BE IT ENACTED BY THE LEGISLATURE oF THE STATE oF ALASKA:

* Section 1. AS 18.25 is amended by adding new sections to read:

Sec. 18.25.011. GRANT REQUESTS, (a) On or before June 15 of the fiscal year
preceding the fiscal year for which the application is made, a municipality or a nonprofit
organization may submit a grant application to the department for a nonprofit health facility
construction grant.

(b) A project for which a certificate of need is required under AS 18.07.031 - 18.07.111
is not eligible for a grant under AS 18.25.011 - 18.25.035 unless a certificate has been issued to
the health facility that is the subject of the application, and the certificate is in effect at the time
of the application,

(c) A project is not eligible for a grant under AS 18.25.011 - 18.25.035 unless the
applicant has submitted a five-year master plan for the construction of the health facility on or
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before September 1 of the fiscal year in whicli the application is
submitted; the master plan must include a description of the applicant's fixed asset inventor)’
system and preventive maintenance program, a detailed scope of work, an estimated project
budget, an operation, maintenance, and financial feasibility study, and a documentation of the
conditions justifying the project, including a signed statement by an architect or engineer
verifying any code violation documented in the plan.
(d) The grant application must include
(1) evidence that the applicant has secured and will maintain adequate property
loss insurance for the replacement cost of the health facility or a program of insurance acceptable
to the department; and
(2) evidence acceptable to the department that the proposed project is a capital
construction project and not part of a preventive maintenance program or regular custodial care
program,
Sec. 18.25.013. HEALTH FACILITIES REVIEW BOARD ESTABLISHED, (a) There
Is created in the Department of Health and Social Services the Health Facilities Review Board
composed of seven members consisting of the following persons appointed by the governor:
(1) an architect licensed under AS 08.48;
(2) an engineer licensed under AS 08.48;
(3) a representative nominated by the Alaska Municipal League;
(4) a representative from the department;
j (5) a representative nominated by the Alaska State Hospital and Nursing

-Jr Association;

(6) a representative from the division of fire prevention in the Department of
Public Safety; and
(7) a member of the general public.
(b) The members serve for staggered terms of three years.
(c) The members of the board shall elect a member of the board aschair.
(d) The board shall hold at least one meeting each year. The hoardmay hold additional
meetings at the call of the chair or of a majority of the board members.
Sec. 18.25.015. BOARD DUTIES, (a) The board shall annually
(1) review the master plans submitted by applicants under AS 18.25.011;
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1 (2) with regard to the plans reviewed under (1) of this subsection, establish and
2 transmit to the department a revised and updated five-year construction grant schedule that
3 establishes the priorities among the proposed health facility construction projects and serves the
4 best interest of the state and the municipality or area in which the health facility is located.

5 (b) The board shall establish by regulation its criteria for establishing the priorities under
6 a) of this section. The criteria must include at least the following factors:

1

8

9

) (1) emergency requirements;
Vv '\\YY n (2) priorities assigned by the applicant to the projects requested; and

A (3) whether the project is needed to averf imminent danger or correct life-
10 y threatening situations.
11 (c) The board may reject a project request and omit it from the construction grant
12 schedule if
13 (1) the applicant provides incomplete information or documentation on the project;
14 (2) the board determines that existing facilities can adequately serve the program
'15 requirements, or that an alternative project is in the best interests of the state; or
16 (3) the board determines that the project is not in the best interests of the state
14 or the municipality or area in which the health facility is located.
5 Sec. 18.25.017. DEPARTMENT ACTION ON GRANT SCHEDULE. With regard to
19 the construction grant schedule established by the board under AS 18.25.015, the department shall
20 (1) verify the amounts and reasons for the items in the budget fcr each grant
21 request; and
22 (2) transmit the construction grant schedule and the budget verified under (1) of
23 this section to the governor by October 15 of each year and to the legislature within the first 10
24 days of each regular legislative session.
3 Sec. 18.25.019. PUBLIC NOTICE AND HEARING. On or before July 15 of each year,
26 the department shall provide public notice of the grant*reqtiests made under AS 18.25.011 and
27 the priorities established under AS 18.25.015. After public notice has been given, the department
28 shall, not later than August 15 of each year, hold a public hearing on the priorities established
29 under AS 18.25.015. In this -subsection, "public notice" means notice published in a newspaper
Rl of general circulation and notice to each person who has requested notice about the grant requests
3l from the department.
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Sec. 18.25.021. AWARD, (a) The department shall award grants in the order of the
projects’ priorities on the date the appropriation bill funding the nonprofit health facility
construction grant fund becomes law, regardless of an administrative or judicial review pending
under AS 18.25.023. An administrative or judicial review pending under AS 18.25.023 at the
time that grants tire awarded may not delay the funding of grants.

(b) 1f a project is assigned a new priority ranking under AS 18.25.023 after the date the
appropriation bill for the nonprofit health facility construction grant fund becomes law, a grant
shall be awarded for the project in accordance with the new priority ranking at the next time that
nonprofit health facility construction grants are awarded under AS 18.25.011 - 18.25.035.

Sec. 18.25.023. ADMINISTRATIVE AND JUDICIAL REVIEW, (a) An applicant
under AS 18.25.011 may request reconsideration of a decision of the hoard assigning a priority
to the applicant's project, establishing the scope of the project, or establishing the budget for the
project. The request must be in writing and include a statement of the specific changes desired,
and a summary of the evidence supporting the applicant's claim that the board has erred in its
review of the applicant’s grant application. A request for reconsideration must be submitted to
the board by the first day of the public hearing held under AS 18.25.019. The board shall review
its decision on the basis of the request by the applicant and determine whether its decision should
be changed. The board shall issue its determination in writing within 15 days after the last day
of the publi; hearing held under AS 18.25.019.

(b) An app' cant under AS 18.25.011 may appeal an adverse decision of the board under
(a) of this section by filing a written notice of appeal with the commissioner within 15 days after
the date of the hoard’s decision. The notice of appeal must state the legal and factual basis for
the appeal and the precise relief sought. The failure of the applicant to include an issue in a
notice of appeal constitutes a waiver of the right to have the issue considered. Not later than 10
days after receipt of a notice of appeal, the commissioner shall appoint a hearing officer who is
qualified under AS 44.62.350(c) to consider the appeal. If the hearing officer finds that the
notice of appeal does not raise a reasonable issue of fact or law, the hearing officer shall issue
a written decision denying the appeal Denial of an appeal by a hearing officer is a final decision
that may be appealed under (d) of this section. If the hearing officer finds that the notice of
appeal raises a reasonable issue of fact or law, the hearing officer shall conduct a hearing on
those issues and recommend a decision to the board. The hearing officer shall issue a decision
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on ihe appeal not later than 60 days after being appointed. The board shall consider the
recommended decision of the hearing officer within 10 days after receipt and may adopt all, part,
or none of the recommended decision or may remand the issue to the hearing office; for further
hearings. The board shall issue its decision in writing within 10 days after consideration of the
hearing officer’s decision.

(©) The hearing officer may consolidate appeals under (b) of this section if the notices
of appeal raise related issues of fact or law.

(@ An applicant under AS 18.25.011 may appeal an adverse decision of a hearing officer
or the board under (b) of this section to the superior court in the manner provided by
AS 44.62.560 -44.62.570.

(©) The board shall adopt regulations governing procedures for the reconsideration and
appeal of decisions under (@) - (©) of this section. The regulations adopted under this subsection
are not required to conform t AS 44.62.330 -44.62.630, but must be consistent with minimum
standards of due process.

(P An applicant under AS 18.25.011 may not request reconsideration of or appeal a
priority determination on the grounds that arevised priority assigned to another project, due t
a reconsideration or appeal under this section, has resulted ina lower priority being accorded to
the municipality 2 project.

Sec. 18.25.025. GRANT AGREEMENT AND CONDITIONS, (@ The department shall
enter into a written agreement with the grantee before it distributes grant fundsunder
AS 18.25.011 - 18.25.035.

() The department shall require in the grant agreement that the grantee

(D agree to construction of the health facility as described by the certificate of
need, iFany, issued to the facility under AS 18.07.031 -18.07.111;

(@) provide reasonable assurance by a means acceptable to the department that
the cost of the project will be uniform with the costs of the most currentconstructionprojects
in the area;

(3) agree to submit to the department for department approval a description and
Justification of a cost overrun before the grantee agrees to pay for theoverrun andbefore the
department distributes money to the granteeto pay for the overrun;

(@) agree to place the grant funds in an interest-bearing account and not to use
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the interest or the gram funds for a purpose other than the project;

(B) agree to limit equipment purchases to that required for the construction plan;

(6) submit project budgets for department review and agree that the grant amount
may, at the discretion of the department, be reduced or increased byamounts equal to the
amounts by which contracts vary from the budget amounts approved by thedepartment;

(7) submit to the department for approval, before advertising for bids for the
construction contract, a plan for construction that includes specifications, fimal construction
drawings, and proposed contract documents;

(@) submit for department review a tabulation of all bids received, a complete
copy of the lowest bid, a copy of the proposed notice to proceed with construction, and a copy
of the proposed construction contract;

(@ submit for department review and acceptance documentary evidence that the
project is being accomplished in accordance with all the assertionsin thegrantee’s Tive-year
master plan and grant application;

(10) submit sufficient assurances that the project will be used for the stated
purposes of the grant for not less than five years;

(11) agree to conform to all applicable governmental codes and standards,
including the most recently adopted state statutes and regulations on building, health, mechanical,
electrical, fire, safety, and handicap accessibility, and those covering the planning, construction,
and operation of the health fecility;

(12) agree to comply with

(A) the department’s single audit requirements;

(B) AS 37.05.321, prohibiting the use of grant funds and earnings to
influence legislative action;

(©) the reporting requirements of AS 36.05 and AS 36.10; and

(D) 42 U.S.C. 2000a - 2000h-6 (Civil Rights Act of 1964), 29U.S.C.621-
634 (Age Discrimination inEmployment Act of 1967), 7U.S.C. 2027(Food Stamp Act
of 1977), and the department’ requirementsfor implementation ofthe federalstatutes
listed in this subparagraph;

(13) identify anticipated operating costs and revenue and the sources of funding

that may be requested ifcosts exceed projected revenue;

-6 SBO067A
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(14) complete the project in a timely manner to a fully functional condition and
submit periodic status reports not less than every six months to the department detailing work

completed to date, a summary of expenditures compared with the approved budget, and an

| 4 explanation of any deviation from the approved work, schedule, or budget; and
5 (15) agree tocomply with other requirements that the department, notwithstanding
6 AS 37.05.318, may reasonably impose on grantees and that are necessary to meet the intent of
! 7 the grant.
8 (©) Except as provided under (b) or (d) of this section, a cost of construction for a health
9 facility may be paid under a grant awarded under AS 18.25.021 without regard to whether the

10 cost Was incurred before the
] (D) award of the grant;
12 ® of the grant application by the department; or
13 S (3 effective date of an appropriation to the nonprofit health facility construction
41 > grant fund for the year in which the grant is funded.
4n (d) The costs of planning and designing, including engineering, of a health fecility may
-/ 7/ lot be paid under a grant awarded under AS 18.25.021 ifthe cost is incurred more than 120 days
~/betpre the award of the grant, except that the cost of land acquisition and site preparation may

included in the grantee’ share of the total cost regardless of the date of the acquisition or site

(©) The direct expenses of the grantee to administer the project may not exceed 10
percent ol the grant.

Sec. 18.25.027. GRANT APPROPRIATIONS. Within the general appropriation hill
submitted to the legislature under AS 37.07.020, the governor shall include an appropriation for
nonpiufit health facility construction grants in the succeeding fiscal year as determined by the

priority list and budgets transmitted to the governor under AS 18.25.017.

( NN Sec. 18.25.029. AMOUNT OF GRANTS. For each project included in a grant awarded
127 kK fder AS 18.25.021, the state shall pay 80 percent of the total costs of construction incurred for
28- the project by the grantee during the fiscal year for which the grant is made.

h See. 18.25.031. DISTRIBUTION OF GRANT . After the effective date of the agreement
30 for a grant under AS 18.25.011 - 18.25.035, the department shall advance 20 percent of the grant

31 to the grantee. The department shall base subsequent payments from the grant on payment

SBOO67A
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requests submitted by the grantee for the costs of construction incurred by the grantee for the
grant project. The department may not make a further payment under the grant until the grantee
has exhausted the advance.

Sec. 18.25.033. NONPROFIT HEALTH FACILITY CONSTRUCTION GRANT FUND.
The nonprofit health facility construction grant fund is created as an account in the general fund.
The fund shall be used to make grants under AS 18.25.011 - 18.25.035 for the costs of
construction of nonprofit health facilities. Legislative appropriations under AS 18.25.011 -
18.25.035 for the costs of construction of nonprofit health facilities shall be deposited in the fund.

Sec. 18.25.035. DEFINITIONS. In AS 18.25.011 - 18.25.035,

(1) "board" means the Health Facilities Review Board;

(2) "costs of construction" means the cost of acquiring,constructing, enlarging,
repairing, remodeling, equipping, or furnishing nonprofit health facilities and includes the total
of all costs of Financing and carrying out the project, including

(A) the cost of necessary studies, surveys, plans and specifications,
architectural, engineering and other special services, the acquisition of real property, site
preparation and development, and the acquisition of machinery and equipment necessary
for the project;

(B) the direct expenses of the grantee to administer the project;

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

(D) the cost of other items, including indemnity and surety bonds and
premiums on insurance, legal fees, fees and expenses of trustees, depositaries, financial
advisors, and paying agents for the bonds issued:;

(3) "health facility" means a nursing home or hospital;

(4) "nonprofit" means qualified for an exemption under 26 U.S.C.501 from
federal income tax.

* Sec. 2. AS 18.25.100 is repealed and reenacted to read:
Sec. 18.25.100. REGULATIONS. The department shall adopt regulations to implement
this chapter.
* Sec. 3. AS 46.11.900(7) is amended to read:
(7) "state financial assistance" means a loan, grant, guarantee, insurance, payment,

SB 67 5 SBO06TA

Nr;> Tax!: Underlined IDELETED TEXT BRACKETEDI



rebate, subsidy, or other form of state assistance other than aid under AS 05.35.010 -05.35.070,

1
it 2 AS 14.11. AS 18.25.011 - 18.25.035, and AS 29.60, including the purchase by a state agency of
3 a loan to finance the construction or purchase of a residential building;
4 * Sec. 4. AS 18.25.010, 18.25.020, 18.25.030, 18.25.070, 18.25.080, 18.25.090, and 18.25.110 are
:5 repealed.

6 * See. 5. This Act takes effect July 1, 1991.

SB 67
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FY 92 For 93/

July 1 Sept.1 June 15

SB 67 Submit  Grant

Becomes 5 Year  Application

law Master is submitted
Plan

*Note:

Typical Project Chronology

July 15

Public Notice
on the Priorities
Established by
the Board

~ Senate Bill 67 N
State Aid to NonProfit Health Facilities

Aug. 15
Public
Hearing on
Priorities

1797)

FY A

Oct. 15
Dept.
Transmits
Grant
Schedule to
Governor

Jan.

Dept.
Transmits
Grant
Schedule to
Legislature

013

195 )

Jan. July

Gov. Submits Effective Date of
An Appropriation  Appropriation
for health facility

grants

/<&»> rf>x=>"

The Department plans to issue emergency regulations for the first year after SB 67 becomes law. These emergency regulations are necessary
to implement SB 67 {without regard to the above timeline} in order to begin the program as soon as possible.



POSITION  PAPEEy“Department d Helth &Social Service

"5

Position Paper
Senate Bill 67

"An Act relating to state aid for nonprofit health facilities; and
providing for and effective date."

While the Department of Health and Social Services supports in
general terms Senate Bill 67, some important changes are required
before we can actively provide our support. Those changes are:

Add a representative to the Health Facilities Review Board
from the Alaska Native Health Board.
vyn
VAn* '2 Allow the Department to charge up to 1.5% in any one year
in which an $8 million or more appropriation 1is made to
cover additional administrative and contractual cost
potentially associated with the larger volume of work,
and/or complexity implicit in the larger appropriation.

3. The appeals process appears to be too broad and cumbersome.
The legislative legal staff should work to narrow and
simplify the appeals process. The Department is concerned
that there will be endless appeals from health facilities
who-are upset at not being on the top of the five year
construction grant schedule.

4. Language needs to be inserted in Senate Bill 67 that
specifically states that members of the Health Facilities
Review Board serve at the pleasure of the Governor.

5. A mechanism needs to be put in SB67 to end the existence
of the Health Facilities Review Board, such as "sunsetting"
it in five years.

If the changes that are outlined in items 1-5 above are made to
Senate Bill 67, the Department of Health and Social Services will
actively support it. Also the Department feels that the fiscal
note that has been developed is the minimum required to carry out
the provisions and requirements of this legislation.

Recommended by:
JaWetClarke

(irector
.vision of Administrative
Services
Date:
Approved by: de U itM
Theoaere . Mala, MD, MPH
Commissioner
Department of Health and
Date:



Resolution of the Alaska Municipal League

Resolution No. 91-6

A RESOLUTION CALLING FOR STATE SUPPORT OF
HEALTH CARE FACILITIES

WHEREAS, the Alaska Constitution makes the health of the citizens of Alaska a
responsibility of "the State of Alaska, and

WHEREAS, Newsweek magazine has identified Alaska as the most unhealthy state
of any of the 50 states, and

WHEREAS, access to health care was a major factor in this rating, and

WHEREAS, the image of Alaska being an unhealthy place to livwe or visitdamages
many aspects of the state economy, especially tourism and the attraction of new business
development to the state, and

WHEREAS, the need for high-quality health care is especially acute in the rural
areas of the state, and

WHEREAS, the Alaska Legislature has not appropriated significant funding for
health care facilities for several years;

NOW, THEREFORE, BE ITRESOLVED that the Alaska Municipal League urges the
Governor of the State of Alaska and the State Legislature to responsibly fund health care
fecilities in Alaska, with the firstpriority going to projects that are ready to construct within
one year and have some federal or local match funds (cash or in-kind) provided.

Adopted this 16th day of November 1990 in Anchorage, Alaska.

ATTEST:



Ketchikan General! Hospital

3100 TONGASS AVE.
KETCHIKAN, ALASKA 99901-5746
PHONE 907- 225-5171
FAX 907- 225-2173
/X

March 18, 1991

Senator Arliss Sturgulewski
P.0. Box V (MS 3100)
Juneau, Alaska 99811

Dear Senator:

The Administration and Staff of Ketchikan GenepadTHospital would,
like to thank you for your hard work and supporx of Senate Bill 67
and Senate Bill 111 during the Senate HESS Committee meetings.

Without your guidance and diligence working for the improvement of
Alaska®"s health care facilities, these bills would not be before
the Senate Finance Committee today. We appreciate all the efforts
by you and your staff for continuing to fight for the betterment of

Alaska.

As 1"m sure you well know, we continue to hope for the best outcome
during the legislative session. We are optimistic for the bills
knowing that senators like yourself are behind them 100 percent.

Sincerely,

Edward Mahn
Administrator



Ketchikan Ceneral Hospital

3100 TONCASS AVE.
KETCHIKAN, ALASKA 99901-5746
PHONE 907- 225-5171

FAX 907- 225-2173

January 28, 1991

Honorable Arlis Sturgulewski
Chairman Senate HESS Committee
P.0. Box V

Juneau, AK 99811
Subject: Senate Bill 167

Dear Senator Sturgulewski:

I would like to ask you to hold a hearing &n Senate Bill it67, At
Act Relating to State Aid For Nonprofit He”hHF*e4r44t-i-e¥-ars

quickly as possible. The state health care facilities are in
desperate need of upgrading to meet the needs of the communities
we serve. The proposed bill would set up a systematic statewide

approach to addressing the health facilities" needs.

The Governing Board of Ketchikan General Hospital strongly
endorses this bill and looks forward to offering any assistance
you may request.

Sincerely,

Edward F. Mahn
Administrator

cc: Glenda Carino



Ketchikan General Hospital JAil J I,;ca
3100 TONGASS AVE.
KETCHIKAN, ALASKA 99901

January 18, 1991

Senator Lloyd Jones
Alaska State Senate
Box V

Juneau, Alaska 99811

Dear Senator Jones:

This letter is to clarify the dollar amount needed to accomplish
the planned Tfacility expansion at Ketchikan General Hospital.
According to our Certificate of Need dated 5-23-90, we needed
$17,774,000 as a lump sum to complete our facilility expansion
project all at the same time if construction started during the
1990 construction season. Since construction did not start in the
1990 construction season, our architects, John Rigdon & Mills,
estimate our costs have 1increased approximately 5.5% over last
year. Therefore, our current funding need to complete the facility

expansion as a single project is estimated to be $18,751,570. If
our expansion project were to be built in three phases our 1990
Certificate of Need estimated the cost at $19,257,457. Again

assuming our costs have increased approximately 5.5%, the phased
cost is now estimated to be $20,316,617.

If you need any additional information or vrequire additional
details on the above cost estimates, please contact either Ed Mahn,
our Administrator here in Ketchikan, or me if Ed is not available.
We sincerely hope the Alaska State Legislature can fund this badly
needed project for the Ketchikan Community 1in the upcoming
legislative session.

KCH



ClTY OF SEWARD * Main Office (807) 224-3331

« Police (907) 224-3338

SEWARD, ALASKA 8%(>4 ® Harbor (807) 224-3138

< Fire (807) 224-3445

e Telecopier (807) 224-3248
VA

March 7, 1991

THE MEMBERS OP STANDING COMMITTEE
HEALTH, EDUCATION & SOCIAL SERVICES
Arliss Sturgulewski, Chairman

P. O. Box V

Juneau, AK 99811

Dear Committee Members:

Thank you so very much for taking time from your busy schedule to
meet with us last week in discussion of legislation that would
appropriate funding for the renovation and construction of Seward
General Hospital. This project is extremely important to the citizens of

our region and will greatly improve the hospital's ability to provide
quality health care sen/ices.

We certainly appreciate all of your support and dedicated work in our
behalf.

Sincerely,

CITY OF SEWARD, ALASKA

MICHAEL J. MEEHAN
Seward City Council Member

MJIM:alm



PO BOX 3(15 ﬁ/FirH‘N:NI’

SEWARD, AL ASKA 996G4 0365
PHONE (907) 22-15205 A

March 4, 1991

Senator Arliss Sturgulewski
P.O. Box V
Juneau, AK 99811

Dear Senator Sturgulewski:

Thank you so very much for your continued support for Seward General
Hospital. We appreciate your working to assure that the citizens of the
Seward area will have access to a modern up to date health care facility.

We appreciate also, your taking time from a busy schedule to meet with me
and Councilman Michael Meehan.

Please feel free to contact me if | can answer additional questions or
provide assistance in any way. Again, our deepest appreciation for your
continued support.

Best regards,

Dianne Rabb, M.H.A.
Chief Executive Officer

DR/sj



eivurd Cjeneruf ~JJodjolLtcil?

P.O. BOX 305 417 FIRST AVENUE
SEWARD, ALASKA 99604 0365

PHONF (907) 224-5205

January 28, 1991

Senator Arliss Sturgulewski

Chairman

Health, Education & Social Services Committee
P.0O. Box V

Juneau, AK 99811

Dear Senator Sturgulewski:

We would greatly appreciate your support for Senate Bill #67 which will be
up for consideration February 5, 1991.

Our Seward group will be in Juneau February 3rd through February 6th.
The Group from Seward will include Seward General Hospital Board
Chairman John Burckhardt, Chief Financial Officer Alan Streeter and myself.

Thank you for your interest and support for the health care needs for the
people in our region. |1can not imagine a project which will have more
direct impact on the health and well being of our citizens. We appreciate
your support for this much needed funding and look forward to seeing you
in Juneau.

Best regards for a happy, healthy and successful 1991.

Sincerely,

Dianne Rabb, M_H.A.
Chief Executive Officer

DR/sj



ALASKA STATE

Hospital & Nursing Home

ASSOCIATION

January 24, 1991

Senator Arliss Sturgulewski, Chair

Health, Education & Social Services
Committee

Alaska State Senate

P. 0. box V

Juneau, AK 99801

RE: Hearing SB 67, Health Facility Construction
Dear Senator Sturgulewski:

We would like to respectfully request a hearing on SB
67, sponsored by Senator Jones, that establishes a Health
Facilities Review Board within the Department of Health &
Social Services.

That Board will bring an orderly process (we hope) to
state funding of community, non-profit hospitals and
nursing homes.

We will have representatives of Fairbanks, Kodiak,
Ketchikan and Seward in Juneau on February 4-5 and would
greatly appreciate having SB 67 scheduled for hearing
before your committee on that date. Would save additional
travel for them.

We look forward to working with you.

Many thanks.

Sincerely,

/
Harlan R. Knudson

Ms. Fouse
Mr. Homan

319 Seward Street #11 eJuneau. AK 99801 = (907) 586-1790 = Fax (907) 463-3573



KENAI PENINSULA CAUCUS ol
AN ORGANIZATION REPRESENTING
MUNICIPAL GOVERNMENTS AND CHAMBERS OF COMMERCE
OF THE KENAI PENINSULA BOROUGH
177 North Birch street, Soldotna, AK 99669
Phone: 262-9107

January 23, 1991

Alaska Legislators

State of Alaska

P.0. Box V (Mail Stop 3100)
Juneau, AK 99811

Dear Legislators:

Enclosed please find a copy of the Kenai Peninsula Caucus
resolution supporting a legislative grant to fund the replacement
of the Seward General Hospital.

The replacement of the Seward General Hospital 1is the high
priority project of the City of Seward for the 1991 legislative
session and the Caucus strongly supports the request for funding.
Thank you for your cooperation in this matter.

Sincerely,

KENAI PENINSULA CAUCUS

Secretary

JIw/clf



kenai peninsula caucus

RESOLUTION 90-12

A RESOLUTION SUPPORTING A LEGISLATIVE GRANT TO FUND REPLACEMENT
OF SEWARD GENERAL HOSPITAL.

WHEREAS, Seward General Hospital is one of three acute care
hospitals within the Kenai Peninsula Borough; and,

WHEREAS, in 1981 Seward General Hospital was inspected by
state and federal regulators and found to be in violation of
numerous federal, state and local life safety and accessibility
codes; and,

WHEREAS, the State of Alaska, Department of Health and
Social Services, pursuant to the provisions of AS 18.07.031-111
and 7AAC 07.010-130, on September 9, 1989, granted Seward General
Hospital a Certificate of Need for replacement; and,

WHEREAS, the Certificate of Need authorizes a replacement
project of up to ten double-bed, acute-patient-care rooms with a
total expenditure authorized for the project of $9,500,000, not
including land and in-kind contributions; and,

WHEREAS, the replacement of the Seward General Hospital 1is
the single highest priority project for the City of Seward for
funding by the 1991 legislative session.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF
THE KENAI PENINSULA CAUCUS:

Section 1. The Kenai Peninsula Caucus supports the
appropriation of $9.5 million by the 1991 Alaska Legislature for
the replacement of Seward General Hospital.

Section 2. The secretary is hereby directed to send copies
of this resolution to The Honorable Walter J» Hickel, Governor,
State of Alaska; all members of the 1991 Alaska State
Legislature; Theodore Mala, Commissioner, Department of Health
and Social Services; and the Alaska Hospital Association.

ADOPTED BY THE KENAJ. CAUCUS BOARD OF DIRECTORS, this 18th
day of January, 1991.

JACK /i3HOWN, President
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From

Kodiak Island Hospital and Care Center

e ulcA
1915 Easl Rezano! Drive jnun 1, _
Kodiak, Alaska 99615
907-486-3281

January 28, 1991

The Honorable Arliss Sturgulewski

Chair, Education and Social Services Committee
Alaska State Senate

P.0. Box V

Juneau, AK 99811

Dear Senator Sturgulewski

This is to request your assistance in seeing that Senate Bill
No. 67, which would provide vitally needed assistance to non-profit
health care facilities in Alaska, receives a timely and favorable
hearing before the Education and Social Services Committee. This
legislation, introduced by Senator Jones, addresses one. of the most
critical 1issues Tfacing Alaska®"s smaller (and some not so small)
communities.

Several of our community hospitals are in jeopardy of losing
their ability to continue to provide high quality health care
services. Several factors have contributed to this crisis. Over the
last ten years, increasing Federal regulation of the health care
industry has increased the physical requirements that hospitals
face. At the same time, higher interest rates and falling bond
ratings for hospitals in general have made it more difficult for
smaller facilities to raise the capital necessary to make the
necessary physical plant improvements. As a result, some of
Alaska®s smaller health care facilities are falling behind in terms
of technology and new services. People in smaller communities dc
not have adequate access to modern diagnosis and treatment
facilities. This physical inadequacy, in turn, makes it
increasingly difficult for as to recruit and retain qualified

physicians and other professional staff.

aofiti .?)e iHSAtonasBrr&ni Co:noanv. Faiao. ND
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Kodiak Island Hospital and Care Center
1015 East Re/onol Drive

Kodiak Alaskt 99615
907-'186-3281

January 18, 1991

Senator Lloyd Jones

Attn: Glenda Carino
P.0O. Box V
Juneau, AK 99811

Dear Senator Jones:

Enclosed is a brief summary of the Kodiak
Centerls replacment facility plan
needs.

If you have any questions,

Sincerely, -

N. Campeau
Interim Administrator

NC/dr
Enclosures - v

Senator Fred Zharoff
Harlan Knudson, ASHNHA

Cc:

please feel

Via FAX: 465-3922

Island Hospital & Care

including estimated financial

free to contact me.

Post-IF brand fax transmittal memo 7671 #oipagos»

From

Q0 If.KCk.Ca/ ifeo N «ca.m u ok
ISeYi?>:ter CTone.s co K\ H/C/L,
Dept L
Fax H

Fax* 4 M o
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KODIAK ISLAND (BOROUGH) HOSPITAL
AND CARE CENTER

LISTORICAL PERSPECTIVE

Kodiak Island (Borough) Hospital and Care Center has been trying for nine years to achieve
funding for a badly needed modem health care facility. The State of Alaska has not funded rural
health care facility construction for the past seven years.

During this nine years, several studies have been completed. They have studied the needs of
the Borough, the present facilities, the need for either remodeling/additions to the present
facility, or a replacement facility; the projected health care needs of Kodiak Island Borough; and
the respective costs of remodeling/additions versus a replacement facility.

In 1982, the State of Alaska contracted with ECI-Hyers, Architects and Planners, to study the
existing need in the state. Their conclusions were that replacement of the present facility would
be the most cost effective methods of providing needed health care.

In 1985, Mills, John & Rigdon Architects determined that the most prudent method of providing
the needed health care was a replacement facility. Their findings were that the present facility's
problems in the areas ofasbestos control, mechanical systems, air handling systems, traffic flow,
earthquake protection and multiple code violations made a replacement facility the only choice.

In May of 1986, the Health System Agency came to the conclusion as the two previous studies:
replacement is the only cost effective and realistic approach to the problems of health care
delivery in Kodiak Island Borough.

The present facility has 66 deficiencies under Federal Codes, 19 deficiencies under the
Handicapped Code, 4 major deficiencies under Life Safety Code, and it does not meet the state
requirements for earthquake protection.

When the hospital was built in 1968, it met the medical needs of that time. Then, we had 2,300
outpatient visits a year; now, we have over 9,000. Then, we had about 10 patients a day in the
hospital; now, we have over 15 a day. Then, we had one x-ray machine; now, we need three
machines and our CT Scanner is going to have to be put in a building outside the hospital
because there is no room inside. Then, we h™d three laboratory machines performing 1,500 tests
a year; now, we have five state-of-the-art machines performing over 9,000 tests. But we are
still in the same building with the same 22-year-o!d mechanical, ventilation and electrical system.



The State of Alaska appropriated $200,000 to Kodiak Island Borough for planning of a new
facility. Kodiak Island Hospital and Care Center has donated over $2,000,000 to the Borough
for site acquisition, architect's drawings and specifications, and site preparation. There are
currently plans, specifications and documents ready for construction. Due to a lack of funding,
the Certificate of Need which was granted, and ex.ended twice in anticipating of funding, has
expired. The CeiuiVate of Need has been resubmitted to the State for review.

The Kodiak Island Borough and the City of Kodiak have both made the replacement of the
present hospital with a new facility their number one priority again this year.

To date, the Kodiak Island Borough and Hospital have spent $1,813,962.00 in preparation for
the new hospital. There isover $1,000,000 in reserves dedicated for the construction of the new
hospital. We are currently researching the possibility of a fund developing program to further
assist ourselves and the state in providing the necessary health care for our borough.

Over the nine years of waiting, we have spent large sums of money studying the problem and
developing the most economical solution and the plans and specifications to implement the
replacement facility. The delays have increased the cost o f construction, through inflation and
increasing technology, from $11,500,000 in 1982 to $19 million in 1991, These are costs that
are directly bom by the hospital, borough, citizens and State of Alaska.
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KODIAK ISLAND HOSPITAL REPLACEMENT

COST ESTIMATE

New Construction

Site Work

Site Acquisition

Landscaping

Mechanical Balancing

Movable Equipment
Architectural/Engineering Fees

Site Survey/Soils & MaterialsTesting
Special Inspections

Administrative Expense

Contingency

TOTAL PROJECT COST (1991)

LOCAL FUNDING

BALANCE REQUESTED FROM STATE OF ALASKA

$ 14,000,000
484,500
495,000
250,000

40,000
450,000
1,200,000
50,000
42,000
250,000

1 .738 500

$ 19,000,000

$ 4,000,000

$ 15,000,000



Alaska Hospitals and Nursing Homes
Certificate of Need Informationl
for the

Senate Special Committee on Health Care Facility Assessment

Ketchikan _Generfll_ilQSDitfll and Island. View. Manor $17.0 - $19.3
M illion

A Certificate of Need was 1issued on June 15, 1990 to Ketchikan
General Hospital and Island View Manor authorizing a maximum
capital expenditure of $17,800,000 for a single phased project and
the alternative amount of $19,300,000 for a three phased project.
A three phased approach, even though more expensive, was approved
as a viable alternative in the event that project funding was not
achieved in a single lump sum. The Certificate of Need authorizes
the correction of all life/safety code violation, remodel and
enlarge outpatient and ancillary support areas, a bed capacity of
39 acute care beds and 35 long-term care bed, and no change 1in
services offered. The Certificate of Need expires on July 30,
1995. The City of Ketchikan currently has no funds to complete
this project.

Sewacd. Gengral _liQspit alL™-_.$9,,5 Million

A Certificate of Need was first issued to Seward General Hospital
for a remodeling and replacement project 1in May of 1985, and was
modified on September 9, 1989, to reduce the authorization Tfrom
$10.5 million to $9.5 million. The Certificate of Need authorizes
remodeling in the existing building and a replacement project.
The replacement portion of the project will <consist of new
construction on a site adjacent to the existing hospital. The
project will 1include no more than ten double rooms for acute
patient care and involves no change in services currently attended
by the facility. The Certificate of need expires on April 30,
1994.

1 The amounts supplied in this report are only the amounts
authorized by Certificate of Need. The Certificate of need
regulations allow for 15% increase 1in cost above inflation,
before additional Certificate of Need approval 1is required.
As a result the actual amounts need by hospitals may be
greater then what is listed 1in this report. For actual
amounts needed, it is suggested that the individual hospitals
be contacted.



Kodiak island-HQapifcal - .Cost-Unknown

A Certificate of Meed was granted to Kodiak Island Hospital in
August of 1986 for a replacement facility at a cost of up to $18.2

million. Upon completion of the design phase of the project, the
estimated cost had gone up to $22.8 million. The Hospital
Administration was very displeased with the high cost overrun. In

addition, the Hospital Administration was very displeased with the
architectural plans, feeling that 1in addition to being very
expensive, they were not very efficient or effective. Kodiak
Island Hospital was granted 2 extension to their Certificate of
Need; the last of which expired on August 25, 1990. The Hospital
Administration has decided that the present architectural plans are
too expensive, as well as inefficient, and are starting over on the
design phase. Therefore, Kodiak Island will be submitting a new
Certificate of Need application for a replacement facility. They
are possibly going to pursue a "desigri-build” approach rather than
a traditional design process, 1in anticipation that this will save
a significant amount of money. An informal conversation with the
Hospital Administration indicated that an initial guess estimated
the replacement cost with a designer build approach at
approximately $12 - $14 million.

Denali Nursing-Home

As reported in the press last year, Denali Nursing Home 1in
Fairbanks 1is in a very deteriorated condition without sufficient
funds to ensure remedy to these problems and assure ongoing

operations. Total scope of the physical plant needs and costs are
unknown. They have also talked about possibly replacing the
building. Last year they indicated that $8.2 million would be
needed Tfor replacement. No Certificate of Need has been applied
for.

Weslevan Nursing.Home S3 .83 Million

A Certificate of Need was 1issued 1in 1985 for $3.83 million to
Wesleyan Nursing Home in Seward. The activities approved included
the construction of a new wing, and extensive renovations, with no
charge in the licensed capacity of 66 beds. The Certificate of
Need expired 1in May 1, 1990. Undoubtedly, the cost for these
activities has risen due to inflation. The last information
received from Wesleyan indicated that the cost has gone up to $4.45
million.

Unalaska_Health Clinic/Infirmary

Over the past few years, Unalaska has sought help to upgrade and
expand their health facility. The latest request indicated a need
for approximately $4.5 to $5.0 Million. The need is basically for
a trauma care center. As proposed this will not be subject to
Certificate of Need review as it does not meet the definition of
a health care facility set out in the Certificate of Need statute.



Alaska P sychiatric

A Certificate of Need application 1is anticipated to replace the
current 162 bed state mental health hospital, the Alaska

Psychiatric Institute (API). In FY 91, the Governor requested
funds to continue planning and undertake Certificate of Need
processes to replace API. This was not funded in FY 91 but will
be requested again in FY 92. APl is in a badly deteriorated
condition after 28 plus years of continuous operation. Mechanical,
electrical, plumbing, building and other systems have or are
failing. Repair, renovation and ongoing staff and patient safety
is potentially compromised by the Jlarge amount of asbestos
contained behind walls and above ceilings. Estimated replacement

cost in 1989 was $70.8 million.
Bartlett_.Memorial Hospitals 6 Million

Bartlett Memorial Hospital in Juneau received a Certificate of Need
in 1986 approving an expenditure of $11.2 million for extensive
renovations. These renovation were mostly completed, but the
Hospital Administrators has indicated they would like to modify the
Certificated of Need to allow for an expenditure of another $6
million for additional renovations.
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INTRODUCTION

Ensuring access to and availability of care is an important planning responsibilty
of the State of Alaska. The needs for and adequacy of health care facilities,
manpower, services and equipment are all important considerations in determining

an appropriate health care delivery system for Alaska.

With the support of a 1981 legislative appropriation, the Department of Health
and Social Services has conducted an inventory of 15 rural hospitals and nursing
homes and a survey of more than 200 clinics in the State to assess their physical
plant condition and functional adequacy. This report describes the inventory
design and process, the findings, and alternative construction funding sources.
In a separate effort, the Department surveyed all health clinics iIn the State

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

legislature.

Information provided in these reports is intended to serve as a guide in determining
an appropriate level of State support for health facility construction, since The

number and size of construction aid requests and/or appropriations are increasing

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

need, but cannot be interpreted as a recommended level of State support.
HEALTH FACILITY INVENTORY DESIGN AND IMPLEMENTATION

The Need for a Health Facility Inventory
The Department of Health and Social Services has become increasingly aware that

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



are 1n need of renovation or replacement. This awareness has sharpened as the
Department fTulfills its responsibilities for review and approval of facility
construction plans, for issuing construction licenses, for annual operational
licensure surveys, TfTor certification for Medicare and Medicaid reimbursement
and 1n analyzing applications for certificate of need. Knowledge that there ~

were significant needs*f?ﬁmypgrading facilities was accompanied by an awareness
that many communities were.unable to undertake hospital or nursing home renova-
tions because the community"s economic base could not support the total costs./
The Department initially outlined its concerns related to health facility

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

revenue sharing.

Designing the Inventory

As a result of an appropriation by the 1981 Legislature to inventory health
facilities, the Department defined its scope as those rural hospitals and
nursing homes designated as Level |11l facilities in the State Health Plan.
This designation includes communities with sufficient population and health
care services, manoower, equipment and facilities to provide basic hospital
services and long term care services. The inventory was limited to these
communities because construction, licensing and certification staffs had
identified major deficiencies in these facilities which communities had been

unable to correct. These deficiencies included:
- Building, fire and life safety code violations;
- Lack of adequate mechanical ventilation to patient care areas;

- Mechanical and electrical inadequacies resulting from acquisition
and use of modern equipment which places higher demands on original

mechanical and electrical systems;



- Structural constraints which inhibit facility flexibility to respond
to changes in health care practices, patterns of use, medical

technology and community attitudes;

- Space shortages resulting from increased complexity of Information

processing and records storage requirements:

— Space shortages resulting from more medical equipment;

- Storage shortages related to greater use of disposables rather than

e reusaable items.

Changes in service area populations (growth or decreases) modifying

needs for space.

To determine interest in participating in the survey, the Department contacted
all rural hospitals and nursing homes to advise them of the survey and to
request their participation. Anchorage and Fairbanks hospitals were not
included as they are not considered rural facilities and were not
experiencing code compliance correction issues faced by rural facilites.
For-profit facilities such as Nakoyia Health Care Center in Anchorage and
Careage North in Fairbanks were also excluded since they are not eligible
for State assistance. All rural hospitals and nursing homes elected to
participate in the inventory with the exception of Valley Hospital in
Palmer, since financing had been secured for renovation/replacement of the
facility and project design was in progress. Sitka Community Hospital also

declined to participate since construction of a replacement facility was underway.



Conducting the Inventory

Once the listing of facilities to be inventoried had been finalized, the
Department of Health and Social of Services issued a Request for Proposal
to architectural fTirms for the completion of an on-site inventory and evaluation

survey of fifteen rural health care facilities in the State.

The purpose of the survey is two-fold: 1) to develop a detailed record
of the current condition of each subject facility, emphasizing physical
condition and functional adequacy; and, 2) based on an analysis of those

current conditions and any anticipated future developments (expressed in

long-range plans, and certificate of need applications, for example), to formulate

recommended activities for the correction of noted deficiencies and provide
preliminary cost estimates for the recommended activites.

The inventory and condition survey was organized into three basic phases:

Phase One: Pre-inventory Activity

The first phase consisted of pre-inventory activity including:
- preparation of request for proposals
- selection of architectural firm
- initial consultation with selected firm
- collection and review of available documents/plans
- confirmation of site visit schedule
- development of forms and questionnaires

- Tinal coordination meeting between architectural firm and DHSS



Phase Two: On-site Inventory

The second phase included all the on-site inventory activity. To accomplish
this portion of the work in the limited time available, two survey teams were
formed, each with a hospital systems planner, an architectural investigator,
a mechanical investigator, and an electrical investigator. The facilities
surveyed were divided into an eastern region and a western region with one

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

toassure consistency between the two regions.

Each site survey consisted of the following steps:

Document Review:

Examination of existing documents including plans, code reviews, per-
tinent facilities board actions, pending physical plant changes,

fire marshal reports, licensing agency recommendations and long-range

pians.

Staff Interview:

An interview session including representatives from the facility's

administration and medical staff (as deemed appropriate by the facilityl

administrator).

Facility Examination:

The survey team inspected all portions of the facility to gather first-
hand information on all systems. Standardized forms and checklists
were used to assure thorough investigation and standardized reporting.
Field notes were used to itemize deficiencies riot covered by the stand-

ardized forms and checklists.



Final Meeting:

A fina"i meeting was held with the facility"s administrator Lo communi-
cate the results of the facility examination, preliminary findings of

the team, and to discuss the nature of the report.
Phase Three - Evaluation of Reports

The third phase af the inventory and condition survey included the evaluation
of collected data, and preparation and submission of draft reports. The

Health Resources Development Section of the Division of State Health Planning
and Development, DHSS anaWQEd several drafts and worked with the consulting

architectural firm toward the completion and printing of the report.

OVERVIEW OF SURVEYED FACILITIES

During its evaluation of the physical facilities of each hospital/nursing home
the architectural team discovered a number of serious deficiencies. Generally,
the deficiencies result from advances and changing techniques in the medical
field, coupled with more stringent building, fire and life safety codes which
have been adopted over the years since construction of the facilities. Space
and flexibility limitations in the facilities were also judged to be important
deficiencies and were considered in arriving at the recommendations for

corrective measures.

The majority of nursing units were found to lack required electrical capacity,

mechanical ventilation systems and nurse call systems. Surgical units



in some hospital Tfacilities were found not to meet minimum area requirements
and to be poorly ventilated. Often the surgical areas were laid out in a
manner providing undesirable circulation patterns which created cross-

contamination problems.

Advanced Hlaboratory and treatment equipment 1s increasingly being placed in
service at the facilities. Usage of the radiology and laboratory units of

the facilities is also increasing. These areas require large amounts of
mechanical and electrical service to accommodate these increases. Most of

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

Most of the older facilities provide insufficient waiting areas for outpatients,
causing the use of corridors, foyers, and other access areas for waiting

areas. These conditions result in Life Safety Code violations.

Many facilities have found it necessary to store medical equipment in corridors

due to the lack of storage space, thus compounding circulation problems.

New obstetrical practices such as "birthing rooms"™ and "rooming in" have

become popular in recent years causing changes in space requirments for

obstetrical areas.

Administration areas in most facilities are cramped, with records storage
space lacking. As these-facilities convert to the u;e of computerized data
storage systems, this problem will increase due to the sophisticated
mechanical and electrical requirements for this equipment. Retrofitting™"most

facilites.to handle this type of equipment will be costly and difficult.j

Bringing some of the surveyed facilities into compliance with the governing



mechanical and electrical codes 1s expected to be more costly than new

construction. This is due, In part, to a lack of physical space 1n which to

Install the required systems. Examples of this are:

The existence of concrete floor siab-on-grade construction, where the
floor would have to be removed to Install new plumbing or mechanical

systems; and,

Buildings that have little or no space between ceilings and the roof

framing for the installation of mechanical systems.

Although, in some instances the report recommends facility replacement based
upon the conclusion that it would not be cost-efficient to attempt to bring

the facility up to current hospital construction standards by remodeling or

renovation, many of those facilities may still be useful for non-hospital

programs.

The reports do not recommend the correction of noted deficiencies when the
costs involved appear to outweigh the benefits. In such instances replacement
is suggested. In other instances the reports recommend immediate remedial
actio''n to correct hazards even though the final conclusion is for replacement

of the facility.

I11. PRIORITIZATION OF SURVEY FACILITIES

In conducting the inventory and evaluation study of the fifteen hospitals
and long-term care Tfacilities, the architectural consultants identified six

facilities which are in greater need of immediate attention than others, due



to their more severe physical and functional deficiencies.- To arrive at a
ranking of all surveyed facilities based upon relative need for construction
to correct noted deficiencies, the Department assembled a committee to review
the report. Th;s committee consisted of one member of:

The Alaska Medical Facility Authority;

The Alaska State Hospital Association

Southeast Alaska Health Systems Agency, Inc;

South Central Health Planning and Development, Inc.;

The Medical Care Advisory Committee, and

The Statewide Health Coordinating Council.

The ranking provided by this committee was based only upon the relative
severity of all physical and functional deficiencies found at each facility
and did not consider other factors such as facility utilization or population

trends: The committee ranking was as follows:

1. Cordova Community Hospital and Long-Term Care Facility

2. Petersburg General Hospital and Long-Term Care Facility

3. Seward General Hospital

4. Kodiak Island Hospital and Long-Term Care Facility

6. Wesleyan Nursing Home

7. Wrangell General Hospital

8. South Peninsula General Hospital and Long-Term Care Facility
9. Ketchikan General Hospital and Island View Manor
10. Central Peninsula General Hospital

11. Bartlett Memorial Hospital

12, Valdez Community Hospital



13.) St. Ann®s Nursing Home

14.) Norton Sound Regional Hospital

To develop a construction plan for addressing the need for correcting the noted
deficiencies, the Department considered the recommendations given in the

report and the recommended ranking provided by the review committee in light

of factors other than physical characteristics such as occupancy rates, <«
population trends, accessibility, and alternative sources of health care.

The construction plan (attached as an appendix) recognizes the need for an orderly
progression for each facility on a year to year basis from preparation of
long-range planning to design and then to construction. The plan also

recognizes the fact that some of the facilities have completed the planning

phase or design phase and are prepared to proceed with the correction of
deficiencies. For these reasons the construction plan is not entirely consistent
with the prioritized listing which was based only upon the severity of deficiencies.

The plan also spreads the estimated costs for planning and construction over

a five year period.

For some facilities the consultants report provided estimated costs for
correcting deficiencies. For other facilities where estimated costs were
more difficult to assess the report recommended long-range planning before
establishment of cost estimates. Readers of this report should note that
the estimated costs have been proposed without the benefit of detailed long-range
planning and should only be viewed as guidelines. The costs shown in the

report and construction plan are estimated 1982 values without projection

for inflation and do not include other project costs such as fees, equipment,

or site acquisition. More accurate figures have been presented for the Petersburg

facility since that- facility is nearing the end of the design phase.
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The estimated costs shown are provided as a guideline 1n determining the

dimensions of a given community’s need. No estimates have been made or Indeed

can he made from this Inventory as to the level of State assistance appropriate

to any one community.

The.construction plan emphasises the need for long-range planning prior to construc-
tion. The consultant report Indicates that sufficient long-range planning

was not done before construction of several of the facilities surveyed. The
Department recommends a requirement for formal long-range planning for those
facilities which have not begun or have not have adopted a long-range plan

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

planning ®'s to identify possible future expansion and thereby, avoid "boxing

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

future years. Long-range planning and State policy development should also consider
both Pioneers and non-Pioneers requiring long-term nursing care. The expected
growth of the age group of Alaskans eligible for Pioneer services, which include

skilled nursing care, make this an important consideration.

ALTERNATIVE SOURCES OF CONSTRUCTION FUNDS

Possible sources for construction funds are limited and apparently do not

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

Revenue Sharing

Under AS 29.90 municipalities or other hospital or nealth facilities sponsors
may receive reimbursement for up to 25% of total project costs. .This.partial”®
reimbursement is avail able"only to those facilitiesWwhich have successfully

secured financing and have completed a health facility construction project.

Most rural Tfacilities do not have the capacity for debt required to secure



financing for completion of a facility. For this reason access to the partial

reimbursement is essentially denied to those facilities.

Alaska Medical Facility Authority

Under AS 18.26 medical TfTacilities may apply to the Alaska Medical Facility
Authority for State backing relative to the sale of tax-exempt bonds for the
purpose of financing medical Tfacility construction. One project has been
financed through this program to date -- a 1978 Fairbanks Memorial Hospital
expansion project in the amount of approximately $12 million. Alaska Hospital
and Medical Center, Anchorage, is presently working with the Authority for the
refinancing of that facility and the acquisition of the adjacent professional

office building.

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

under this statute is that the lease or operator agreement for the medical
facility being financed by that issue is at least sufficient to meet all
obligations in connection with the lease or operator agreement, including all
costs necessary to service the bonds, fhl3 prerequisite essentially disallows /
use of the program by rural facilities, most of which do not have more than aj ,

~“minimal capacity for servicing bonds.

Federal Funding

| *

Federal funding for health facility construction provided under the Hillf*

Jj Burton program ,1s no longer.avallable.

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

purpose of converting existing hospitals and long-term care facilities to



other uses. The Intent of this program 1s to provide for an orderly closure
of an unneeded hospital or long-term care fTacility. This program has not
been funded and would not serve the needs of Alaskan facilities which are

seeking funds for renovation or replacement.

The only Federal funds which are available for health facility construction
are esentially limited to construction or renovation of Federally owned

facilities such as Public Health Service hospitals or Veterans hospitals.

Municipal or Borough Bonds

The 1issuance of municipal or borough bonds is a possible source of funds®for
community hospitals. Most of the surveyed facilities are, however, located
in municipalities or boroughs which do not have the bond capacity necessary

to meet more than a portion of estimated construction costs.

Direct Legislative Funding

Direct legislative funding through the sale of bonds or from general funds

ehas been an important source of State support for health facility construction,
particularly for rural facilities. There are, however, several problems

which may result from a direct legislative appropriation to a named recipient.
This method of funding has provided excess funding in some instances, and
insufficient funding in other instances, since, under this method, funding
levels are necessarily set before reliable cost estimates are available. An
excess of funds Usually results in additions to the original building concept
such as additional administrative space, another operatory or another feature

which may not be essential. Insufficient funding either causes delays
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In project construction, Incomplete projects, or the construction of

a facility which Is reduced in scope from the original design.

Conventional Loans

Conventional loans from lending institutions may be another source of
construction dollars for hospitals; however, lending institutions usually
have more stringent requirements and higher interest rates than previously

.mentioned alternatives. |,
DETERMINING A STATE ROLE IN HEALTH FACILITY CONSTRUCTION

The question of the appropriate state role iIn assisting construction needs of
existing facilities is a complex one. This report has noted that the State
and Federal Government have previously had roles in establishing and/or
assisting with the construction of many health care facilities. With the
discontinuation of Federal funds which had previously supported construction
of health care facilities, the State"s role has become less clear and in need
of further exploration and definition. Regardless of the extent of the
State"s role, the fact remains that many of Alaska®"s health care facilities,
which are deemed to be needed facilities by virtue of access to the services
they provide, are in need of renovation, modernization or replacement in
order to continue to make quality health care reasonably accessible to Alaskans

as well as to the many visitors to this State,

Health facility construction funding is presently limited to the aforementioned

alternatives. The likelihood of Federal assistance for which Alaska facilities

would be eligible any time in the :.ear future is remote. Healthjfacijity j
construction need not be bound by current programs if it is determined that

—e*eeed k .. . VI '
"the State has a role 1n assisting with systematic health facility"upgradlng

and construction.



Two legislative proposals address the need for a statutorily established

health facility construction program. House Bill 844 and the Identical

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

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

of Health and Social Services for plant improvements and maintenance at

rural health facilities. The bills provide that the Statewide Health Coordinating
Council will make recommendations to the Commissioner of the Department of Health
and Social Services as to the prioritization of projects. Under these

bills the priorization of projects would be based upon:

1) The condition of the existing physical plant of a rural health
facility (as determined by an annual inventory prepared by the

Department of Health and Social Services);

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

quality health services;

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

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

standards.

Although the concept of providing state assistance to rural health facilities
as outlined in these bills appears valid, the bills do have some shortcomings.
The bills apparently provi%a for total State funding of construction of ——

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

for ensuring access to quality health care facilities by its citizens by providing



grant funds when other sources of funding are non-existent or insufficient;
however, the Department does not believe the State has a responsibility to
totally fund health Vicility construction. Some level of local support®for

health facility construction 1s essential.

The Department has historically supported the establishment of a formalized
health facility construction program in Alaska to better guide the allocation
of limited resources. The completed rural hospital and nursing home

inventory and condition survey and the committee®s review comments described
in this report are viewed as the first step in the development of a systematic
approach to state assistance for health facility construction. Such an

approach should include the following components as well:

a Statewide Medical Facilities Plan

certificate of need review

a funding mechanism

construction progress assessments

A proposed format and discussion of these components follows:

Statewide MedicaT Facilities Plan

A hospital construction assistance program should be based upon a Statewide
Medical Facilities Plan which sets out the future needs for medical facilities
in the State. Tqis plan may be included as a part of the State Health Plan
prepared on a regular basis by the Department of Health and Social Services and

Statewide Health Coordinating Council. The purpose of the Statewide Medical



Facilities Plan would be to orderly set forth and prioritize the need for
construction of health facilities. The format of such a plan should be
determined by the Department of Health and Social Services; however, the
development and approval of the plan would involve the individual hospital,

the Statewide Health Coordinating Council, the Alaska State Hospital Association,
the State Health Planning and Development Agency, and the health systems
agencies oOr successor organizations. To provide a data base for the plan,

each facility would be requested to submit, on a voluntary basis, a long-range
plan. The long-range plan would, at a minimum, anticipate the facility"s
program needs and construction needs for the current year and the next five
years. These institution-specific plans would be included and prioritized

in the Statewide Medical Facilities Plan by the Division of State Health
Planning and Development and approved by the Statewide Health Coordinating
Council (SHCC). In its consideration for approval of the Statewide Medical
Facility Plan the SHCC would consider public input, certification and licensure

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

Funding Mechanism

the fTunding mechanism should allow sufficient flexibility to permit non-grant
financing to be used in conjunction with grant funds. Planning and design of

a hospital construction project should be completed to the degree necessary

to establish reliable construction cost estimates before construction funding
levels are determined. The mechanism might also serve to reduce the inaccuracy
of funding levels by providing separate allocations for 1) planning and

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

will occur during construction .chis method of determining Tfunding levels



will reduce the excess funding and funding shortfalls which have resulted

from current methods of funding hospital construction.

fhe first step iIn any building program is the perception that a need exists.
Typically, the perception of the need for a building program results from
observable facility Inadequacies: The facility is too small, too old, does

not provide sufficient space for a recently perceived need such as birthing
room, long-term care rooms, ultra-sound services, for example. As such, the need
for a building program 1s generally perceived on a local level by physicians,
facility staff, the community served by the facility and is subsequently brought
before the facility"s board of directors for approval. The State may point

out the need for a building program as a result of licensure or architectural
surveys; however, it is essential that the people who work inthe facility

and are served by the facility be involved in the development of a solution

to an identified need If the solution is to be acceptable.

Once a need has been perceived, active planning begins with a need survey and
feasibility evaluation. The work required by the need sur/ey will depend upon
the specific points of the perceived need. If the perceived need is to meet "
a code requirement, the need survey may simply be a statement of the facts.

IT the perceived need is for a new facility, the need survey would be more
extensive, 1identifying what services the community desires, what services may
reasonably be offered in the community, and workloads for those services.

The most important point to determine with the need survey is whether the

t
perceived need is an actual need.
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Certificate of Need Review

The certificate of need review is essential to any process whereby State
funds are provided for hospital and nursing home construction. It 1s this
review which offers a safeguard against the proliferation of health care
beds, avoids unnececessary duplication of facilities, and gives assurance

that the size and cost of facilities are reasonable.

The above noted need survey and feasibility evaluation are the major
components of a certificate of need application. A positive indication by

the need survey and feasibility evaluation usually result in the issuance of a
certificate of need approving the requested construction project. (When a
negative indication results from the need survey or feasibility study the
facility"s board generally does not proceed with the submission of an applica-

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

are disapproved.)

Where construction of a health facility is proposed the certificate of need

review addresses considerations such as:
1. The relationship of the project to the State Health Plan;.
2. The relationship of the proposed project to the long-range

plan of the facility;

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

Plan and Annual Implementation Plan of the Health Systems Agencies;



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

5. The availability of less costly or more effective alternative

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

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

proposed facility;

7. The relationship of the facility to other existing health
care fTacilities in the area;

8. The availabiltiy of resources including health manpower,
management personnel and the availability of funds needed

for construction or those funds needed for operating costs;

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

of providing health services to the citizens to be served.

Level of State Assistance -

Assuming certificate of need approval, one major decision regarding a proposed
health facility project would remain: the appropriate level of state assistanceI
for the project. The appropiate level could be determined in a simple and
straight forward manner by the provision of a ratio of State assistance to

local assistance, such as 70ft State funding and 30ft local match. [Obviously
severg!fyanV¥§%£ﬁ§ ih7fdtieemcw.,"are possJfT¢ly An important consideration

which this simple, formula would overlook is the capability of the community
served to provide the matching funds. The discontinued Federal Mil 1-Burton

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

Alaska the local match was provided by the State.



It may be more appropriate to establish an application process by which the
facility would request an amount of State assistance with accompanying
jJustification to support the request. Department of Health and Social Services
staff or an advisory committee would review the application for State assistance
and provide to the Commissioner a recommended level of State participation

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

a proceedure would be established to coordinate the expenditure of grant

funds with lenders, the Alaska Medical Facility Authority, and other possible

funding sources.

Once any level of State funding has been established, the recipient should be
required to demonstrate the availability of total construction funds neccessary
for the completion of the project before the expenditure of State funds. Such
a demonstration will help avoid situations where funding is depleted before

the project is completed or where the scope of a project is reduced to the
point where the completed facility will be inadequate to fulfill needs and

requirements for which it was originally planned.

Construction Progress Assessments

To give further assurance that funds will be sufficient to complete the
project, 1t is advisable for the disbursement of funds to be made in phases
according to the percentage of work completed. The Department of Health and
Social Services currently reviews plans and specifications for hospital
construction and intermittently visits construction sites to assure that the
completed facility meets codes and it 1s acceptable for Medicare and Medicaid

certification and State licensure. Linder this program the Department of



Health and Social Services representatives would have the added responsibilities
of verifying the percentage of project completion and reporting that percentage

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

FIVE-YEAR CONSTRUCTION PLAN FOR STATE HEALTH PLAN LEVEL 111

HOSPITALS AND NURSING HOMES



Notes to Five-Year Construction Plan for State Health Plan Level 111

Bartlett Memorial Hospital

A long-range plan has recently been completed. Preparation of plans and
specifications for the correction of deficiencies may begin once the facility"s
board has assessed the long-range plan. The five year plan indicates 12,000,000
for design during FY 85 with construction costs determined thereby in FY 86.

The source of financing has not been Ildentified.

Central Peninsula General Hospital

Facility operations have recently expanded into a major addition for outpatient
and administration departments. Another addition for needed beds and surgery
department improvements is in the contracting phase. A borough bond issue has
been approved for the purpose of financing the project and a certificate of need
has been issued.

Cordova Community Hospital and LTC Facility

Has recently completed a certificate of need application for a new structure.
A bill for funding of the design phase is currently before the legistature.

A decision regarding this application is expected in late March. The five-
year plan indicates an estimated $1,000,000 for design during FY 83 and
$13,000,000 toward construction iIn FY 84.

Faith Hospital

Has completed preliminary drawings for an addition and renovation project.
Funding has not been arranged. This facility"s board has in the past
indicated reluctance to accept State funding. The five-year plan suggests a
sum of $1,200,000 as needed for this project.

Ketchikan General Hospital and Island View Manor Nursing Home

Has recently completed an extensive addition and renovation project. Funds
shown anticipate future needs of $50,000 in FY 84 for planning and $1,000,000
in FY 85 for design. Construction costs as determined during these phases

would follow in FY 86.
Kodiak Island Hospital and LTC Facility
Is currently completing long-range planning and program work and has submit-

ted a certificate of need application. $1,000,000 for design and $10,000,000
for construction are estimated for FY 84 and FY 85.



Norton Sound Community Hospital

Recently occupied a new hospital wing and remodeled facility. $50,000 for
formal 1long-range planning Is estimated for FY 85 with funds required for
subsequent phases to follow in succeeding years. Long-range planning should
consider both Pioneer and non-Pioneer long-term nursing care.

Petersburg General Hospital and LTC Facility

$10,000,000 is before the legislature. Planning and design has ben completed
with funds provided from previous state grants.

Seward General Hospital and Wesleyan Nursing Home

Should be encouraged to join in cooperative planning at an early date in
order to maintain quality standards consistent with recognized goals. Long-
range planning funds of $40,000 for each facility are scheduled iIn-FY 84

and design funds of $1,500,000 In FY 85. Approximate construction costs for
joint usage are shown at $15,000,000 in FY 86. Long-range planning should
consider both Pioneer and Non-Pioneer long-term nursing care.

Sitka Community Hospital
A new Facility is under construction.
South Peninsula Hospital

Has completed some preliminary planning and has been granted a certificate
of need for an addition. A bill for funding has been introduced into the
legislature to provide $4,000,000 for construction in FY 83.

St. Ann"s Nursing Home

Occupies quarters which were remodeled and expanded in the late 1970s.
Establishment of a Pioneer Home providing other nursing home services in
Juneau would profoundly affect this fTacility. The five-year plan schedules
long-range planning fundsof $40,000 in FY 84 and design funds of $500,000
in FY 85. Construction funds as necessary would be designated 1inFY 86

following the design phase.

Valdez Community Hospital

Is deficient in certain respects and should be studied particulary in regard
to overall Harborview Developmental Center relationship and future need.
Long-range planning fundsof $50,000 in FY 85 would establish probable costs
to be considered in FY 86and 87.

Valley Hospital

Is currently completing construction drawings in accordance with the certificate
of need issued. Construction is expected to begin in early summer of 1982

Wrangell General Hospital and LTC facility

Has expressed a need for additional space to satisfy current standards and
goals. Design funds of 1,000,000 are indicated for FY 83 with construction
funds of $8,000,000 in FY 84.
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Humana tries tq Mock access to

By PATRICIA SOLOVEICHIK

TIMES 6USINESS WHITER
Humana Hospital—Alaska
working hard in tin state Legisla-
ture this week trying to eliminate
competing  Providence hospital
from eli® |!|tyJ_n--a~pro%ram dc-
signed-to prioritize requests for mil-
lions of dollars in state aid dn hospi-
tal consu'uctlon projects.
/ Senate Bill 67, sponsored by Sen.
Lloyd Jones, tf-Juneau,it now Inthe
\Senate Finance Committee, where
lobbyists for Humana are tussling
over howj*HSest "level the playing
fieRT'Tor the two Anchorage hospi-

tals.

As the bill is written, Humana Is
excluded from receiving state grant
money for health caro facility con-

Ov-

/

struction because Itis a for-profit fa-
cility, while Providence is eligible
for the aid as a non-profit organiza-
tion.

Charles P. Stokes, Humana’s ex-
ecutive director, said he backs
amendments that would channel
state aid to the smaller, rural hospi-
tals and keep the larger facilities
from the grant money. _

"Humana or other large faculties
should not have access to that
money. | support giving it to the hos-
pital!? that need it," he said Thurs-

day.

¥-|e said he is not convinced that
the "basis of need” criteria set forth
in the bill, would weed out Provi-
dence Hospital as a beneficiary of
state monies.

4Ifunds

"1 Justwant a level playing field,"
he said. "l Have no problem with
anyone getting the money If they
needit." _ )

Sen. Jones said the bill was bom
of a task force created to mve_sthat_e
the problems of rural hospitals in
need of state aid for improvements.
The small hospitals had little politi-
cal backing and so were unsuccess-
ful ingetting state financial aid.

The proposal under discussion
would create a board toprioritize re-
quests on the basis of objective cri-
teria, including need, and make
recommendations to the Legisla-
ture, hesaid. _

"Then we got intoa problem with
Humana. They didn’t want to be In

See Humana, page C5

Humana

Continued from page Cl

the process, but they wanted to

hold Providence out" Jones

said. He said the Humana lobby-

ist is pushing for an amendment

sponsored by Sen. Albert Adars,
)-Juneau, that would limit state

%lddto facilities with less than 200
eds.-.

;"“We decided to go back to the
level playing field that they want
by, allowing for-profits to appl
for state aid. Humana doesn
want it, but | can’t see limiting
access to the funds by statute.
Down the road, there may be a
200-bed hospital that may really
need the help/’ he said.

i Humana's Stokes said he does
not believe, the state would allow

his facility to apply for funds be-

cause of its for-profit status.
Finance committee members
were expected to submit at least
two amendments for considera-
tion today to address the per-
ceived skewing of competition in
favor of Providence, Jonessaid.
Janet Oates, spokeswoman
for Providence, said the hospital

3D1JJO

favors a bill that would oPen ulo
the application process for all
health care facilities, but added
that Providence would not likely
apply for thestate money.

"We’re leaving it up to the
state Hospital and Nursing Home
Association to settle this. We’re
try(ijng to keep out of it,” Oates
said.
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