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In 1976 the federal government enacted a law requiring all states to have a Certificate
of Need (CON) program. The process was intended to keep down health care costs by
limiting construction of health care facilities and the acquisition of expensive medical
equipment. The federal government determined that the law did not produce the
desired results and it was repealed in 1982. Legislation repealing and amending CON
laws are now being considered in many states.

Alaska’s certificate of need law was amended in 1983 to establish a threshold of one
million dollars on intended capital expenditures before a CON is necessary. Originally,
HB 297 raised that threshold to seven million dollars.

The question of what to do with Alaska’'s CON program is a very controversial one,
though all parties agree the goal is to provide good health care at a reasonable price.

The current version of HB 297 is quite differentfrom the original, because after a
great deal of discussion we nave found a solution to the immediate problem
without raising the $1,000,000 floor.

This version allows relocation of a health care facility to a new site in the same
community withouta C.O.N. as long as there is no increase in the services

offered.
Itdisallows use ofthe vacated site foranother health care facility withouta C.O.N.

All parties still admit that Alaska's Certificate of Need process needs a thorough
examination and possible changes, and am committed to spending the next two years

doing that.
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CS FOR HOUSE BILL NO. 297(HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - SECOND SESSION
BY THE HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered: 2/18/00
Referred: Slate Affairs

Sponsors):  REPRESENTATIVES JAMES, Rokeberg, Kott

A BILL
FOR AN ACT ENTITLED

MANn Act relating to the certificate of need program; and providing for an

effective date."

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

* Section 1. AS 18.07.031(a) is amended to read:
(a) A person may not make an expenditure of
(11 $7.000,000 [$1,000,000] or more for any of the following unless
authorized under the terms of a certificate of need issued by the department:

(A) [(D] construction of a health care facility that is not a
nursing home:

(B) [(2)] alteration of the bed capacity of a health care facility
that is not a nursing home: or

(CI [(3)] addition of a category of health services provided by
a health care facility that is not a nursing home:

(2) $1,000.000 or more for any of the following unless authorized
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under the terms of a certificate of need issued bv the department;
(A) construction of a health care facility that is a nursing
home:
(B) alteration of the bed capacity of a health care facility
that is a nursing home: or
fC) addition of a category of health services provided hv a
health care facility that is a nursing home.
* Sec. 2, AS 18.07.031(c) is amended by adding a new subsection to read:

(c) In determining the expenditure threshold in (a) of this section, the
department may consider only the estimated costs associated with the excavation,
erection, building, alteration, reconstruction, improvement, extension, or modification
of the health care facility under this chapter, and the lease or purchase of equipment,
necessary furnishings, and ancillary requirements for the health care facility, but may
not consider the estimated costs of associated facilities such as the offices of health
care professionals maintaining a private practice that are incorporated into or are made
part of the health care facility.

* Sec. 3. AS 18.07.111 is amended by adding a new paragraph to read:
(10) "nursing home" has the meaning given in AS 08.70.180.
* Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section
to read:

APPLICABILITY. AS 18.07.031(a), as amended by sec. 1 of this Act, applies to an
activity listed in AS 18.07.031 even if a certificate of need for the activity is pending on the
day before the effective date of this Act.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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sVaTE'OF ALASKA S Bill Ver: CSHB 297 (HES)
2000 LEGISLATIVE SESSION (H) Publish Date:  2/18/00
Revision Date/Tima (Note If corregtion): Dept. Affected: Health and Social Services
Title:  An Act relating to the certificate of need QRU: Medicat Assistance
program Component. Medicaid Services
Sponsor: James COMPONENT SERIAL NO. 2077
Requestor:  House (HES) See also(SNff).__
Expenditures/Revenues: UhOUS&ﬂdS of DO"&YS)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING FY2001 FY2002 FY2003 FY2004 FY2005 FY2006
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES

GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL EXPENDITURES | | 1

jCHANGES IN REVENUES  ( ) i 1

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Menlal Health
Other (please specify)

*
TOTAL aaa aaa i ” aa ‘|

Estimate of any current year (FY2000) cost: S0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

The certificate of need program is a planning and cost saving program designed to ensure that the Alaskan
health care system develops in an efficient and cost-effective way and to avoid unnecessary costs to the state
and health care consumers by precluding construction of duplicative or unnecessary projects.

CSHB 297 will increase the financial threshold for requiring a certificate of need for acute care health
facilities and medical equipment from S1,000,000 to S7,000,000.

The S7.000.000 threshold will assure that major health care projects, e.g., replacement of&eotn”aitjf
hospital, will continue to be subject to the certificate of need requirement.
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Agency.  Department of Health miSocial Services
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ANALYSIS (cont):

Smaller projects, e.g., many pieces of major medical equipment or construction of some outpatient facilities
will no longer require a certificate of need.

Short Term Impacts

To the extent that the higher threshold results in the construction of health care facilities which create excess
health care capacity in a community, the Medicaid program would likely incur additional costs which would
not otherwise be incurred. The impact on the Medicaid budget will depend on the location, cost, and date
new projects are brought online. The Department lacks sufficient detailed information about the universe of
possible projects to provide a credible and concrete estimate of these potential costs.

Long Term Impacts

The longer-term fiscal impacts of increased health care competition in a community are extremely difficult to
predict. Excess capacity, where it exists, may be absorbed by population increases over time. Increased
competition may result in other cost efficiencies within the community health system. The results of
increased competition will likely result in different outcomes in different communities over time. Again, the
Department lacks sufficient community-specific information to determine the fiscal impact of these longer-
term impacts on the Medicaid budget.
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