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SUPPLY AND DEMAND ANALYSIS

R A T E  OF P A T I E N T  DAYS - H O S P I T A L ' S  S E R V I C E  A R E A

B a s e d  on an a n a l y s i s  of the a ctual use rate of p a t i e n t
days p e r  t h o u s a n d  of c i v i l i a n  n o n - n a t i v e  p o p u l a t i o n  for the y e a r s  
ended D e c e m b e r  31, 1977 t h r o u g h  1980 for the H o s p i t a l ' s  s e r v i c e  area, 
total p a t i e n t  days, e x c l u d i n g  the c h e m i c a l  d e p e n d e n c y  unit, the "CDU", 
can be p r o j e c t e d  as set forth in the f o l l o w i n g  schedule:

A l a s k a n  N a t i v e s  o b t a i n e d  from, " A l a s k a  N a t i v e s  for Anchorag e", 
p u b l i s h e d  by the A n c h o r a g e  U r b a n  O b s e r v a t o r y ,  1980, and the 
m i l i t a r y  and d e p e n d e n t  p o p u l a t i o n  o b t a i n e d  from the D e p a r t­
ment o f  the Air Force, H e a d q u a r t e r s  A l a s k a  Air Comma nd,
J u l y  1980, from the total p o p u l a t i o n  p r o j e c t i o n s  p r e p a r e d  
by the M u n i c i p a l i t y  of A nchora ge.

(2)Anc h o r a g e  U r b a n  O b s e r v a t o r y ,  " C i v i l i a n  N o n - n a t i v e  P o p u l a t i o n  
P r o j e c t i o n s  for the M u n i c i p a l i t y  of A n c h o r a g e ,  1980-2000", 
1980.

(3) i n t erpolate d.

H o s p i t a l ' s  S e r v i c e  A r e a

Histo r i c a l  and P r o j e c t e d  Use Rate

Year

C i v i l i a n  P a t i e n t  Days
N o n - n a t i v e  E x c l u d i n g
P o p u l a t i o n  C D U _____________

T o t a l  S e r v i c e  A r e a  
Use R a t e  Per 
1,000 P o p u l a t i o n

A c t u a l :

1977
1978
1979
1980

1 6 0 , 8 9 8 ( 1 ) 
163,704(3)

166,559c!)
167,629(2)

31,643 
30,087 
26,721 
29,908

59 2.226 
565. 1 36 
569.150 
5 9 4 . 5 2 7

P r o j e c t e d :

1981
1982
1983
1984
1985
1986

175,728(2) 
182,752(2) 
178,045(2) 
182,410(2) 
188,152(2) 
195,123(2)

31,615 
33,690 
35,697 
37,814 
39,895  
41,975

5 9 4 . 5 2 7
5 9 4.5 27
5 9 4.527
5 9 4.527
5 9 4 . 5 2 7
5 9 4 . 5 2 7

S o u r c e s : C )P o p u l a t i o n  d e r i v e d  by s u b t r a c t i n g  the e s t i m a t e d  n u m b e r  of
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SUPPLY AND DEMAND ANALYSIS

R A T E  OF P A T I E N T  DAYS - H O S P I T A L ' S  S E R V I C E  A R E A

The H o s p i t a l ' s  actual, e s t i m a t e d  and p r o j e c t e d  sh are of 
total p a t ient days, e x c l u d i n g  the chemi c a l  d e p e n d e n c y  unit, in the 
H o s p i t a l ' s  s e rvice  area is as follows:

Percent  of P a t i e n t  Days 
Years e n d i n g  D e c e m b e r  31,

Year

Patient d a y s  
The

A l a s k a  Hospital and 
M e dic al Center, Inc.

Total 
p a t i e n t  days 
H o s p i t a l 's 

service area

P e r c e n t a g e  
of total 
p a t i e n t  

 daY s

In c re ase
in

m a r k e t
shares

A c t u a l :

1977

1978

1979

1980

31,643 

30,087 

26,721 

29,908

95,288

9 2,51 5

9 4,797

9 9,660

33.2% 

32.5 

28. 2 

30.0

Projected:

1981

1982

1983

1984

1985

1986

31,615 

33,690 

35,697 

37,814 

39,895 

41,975

1 0 4 , 4 7 5  

108,651 

1 0 5,853 

108,448 

111,861 

116,006

30. 3 

31.0 

33.7 

34.9 

35. 7 

36.2

.3%

.7

2.7

1.2

.8

.5
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SUPPLY AND DEMAND ANALYSIS

A C U T E - C A R E  H O S P I T A L  B E D  N E E D  F O R M U L A

The f o l l o w i n g  f o r m u l a  is g e n e r a l l y  used to c a l c u l a t e  the 
a c u t e - c a r e  bed need for a communi ty:

Po p u l a t i o n  (in t h o u s a n d s )  Patient days p e r  1,000 p o p u l a t i o n ^ ^ )
A v e r a g e  o c c u p a n c y  level x Days in y e a r s  (365)

( ^ C i v i l i a n ,  n o n - n a t i v e  p o p u l a t i o n  used.

The 1980 H e a l t h  P l a n  p r e p a r e d  by the S o u t h  C e n t r a l  Healtt 
Plann i n g  and D e v e l o p m e n t ,  Inc. u t i l i z e s  an o v e r a l l  o c c u p a n c y  goal of 
80 percent, e x c l u d i n g  thermal and c h e m i c a l  d e p e n d e n c y  beds. Using 
the 1980 p a t i e n t  days p e r  1000 p o p u l a t i o n  o f  594.527, there w o u l d  bo 
a c o m m u n i t y  bed need of 383 b e d s  in 1985. By a p p l y i n g  the same formul a 
to the d a t a  for 1986 i n d i c a t e s  a c o m m u n i t y  bed need o f  397. The 
e x i s t i n g  s u p p l y  of beds, e x c l u d i n g  thermal and c h e m i c a l  d e p e n d e n c y  beds, 
is 393, an e x c e s s  of 10 beds in 1985 and a s h o r t a g e  o f  4 teds in 1986.

S o u t h  C e n t r a l  H e a l t h  P l a n n i n g  and D e v e l o p m e n t ,  Inc., 
u t i l izing v a r y i n g  o c c u p a n c y  g o a l s  for d i f f e r e n t  c o m p o n e n t s  of the bed 
compliment, has c a l c u l a t e d  a bed need in 1985 of 408 to 421 beds, 
thus p r o j e c t i n g  a s h o r t a g e  of b e t w e e n  15 to 28 a v a i l a b l e  beds.

C O M P A R I S O N  OF F A C I L I T I E S  AND S E R V I C E S

T h e  chart on the f o l l o w i n g  page p r o v i d e s  a c o m p a r i s o n  of 
the fa cili t i e s  and s e r v i c e s  of the five h o s p i t a l s  in the A n c h o r a g e  area.
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Comparison of Facilities ami Services

Alaska Hospital I** 
and

Medical Center, Inc.

pharmacist
pharmacist

Postoperative recovery room 
Intensive cardiac care unit 
Intensive care unit 
Open-heart surgery facilities 
Pharmacy with full-time registered 
Pharmacy with part-time registered 

ay radiation therapy 
Megavoltage radiation therapy 
HadioacLive therapy 
Diagnostic radioisotope facility 
Therapeutic radioisotope facility 
il i stopat hology 1 aboratory 
Organ bank 
B’ood bank
Electroencephalography 
Uespiralory therapy department 
Premature nursery 
Self-care unit
Skilled nursing or long-term care unit 
Hemodialysis (inpatient) 
lleinodia 1 y.sis (outpatient)
Burn care unit
Physical therapy department
Occupational therapy department
Itchabi 1 i tat ion Inpatient unit
Hehabi1i* at ion outpatient service
Psychiatric inpatient unit
Psychiatric outpatient services
Psychiatric partial hospitalization program
Psychiatric emergency services
Psychiatric foster and/or home care
Psychiatric consultation and education services
Clinical psychology services
Organized outpatient department
Emergency department
Social work department
family planning service
Oenot ic counseling service
Abortion service (inpatient.)
Abortion service (outpatient)
Home care department
Dental services
Podiat l ie services
Speech pathology service
llospi La I anx i I i ary
Volunteer services department
Patient representative services
Alcoholism/chemical dependency inpatient unit
Alcohol ism/chemical dependency outpatient unit
T.n. and other respiratory diseases unit
Neonatal intensive can; unit
Pediatric inpatient unit
CT scanner-full body
CT scanner-head unit.

X
X
X

ProvIdence(2) 
Hospital

X

El m e n d o t f ( 2)

Nat i ve(2) 
Med i ca1 
Center

. S o u r c e : ( I) AI ask.i Hospital and Medical t’e ,
( 2) America n Hospital Association "Cuido

Inc
to

X
X
X
X

, October 1VHO. 
I he Pea l .li Care

X
X
X
X
X
X

field", I ‘Jill) Edition.

A1askal2) 
Psychiat ri c 
I list i t u( e

X

X
X

■SBBRBEm JV samm



SUPPLY AND DEMAND ANALYSIS

F U T U R E  H EALTH  C A R E  F A C I L I T I E S

S e v e r a l  h o s p i t a l s  l o c a t e d  w i t h i n  the s t a t e  jf A l a s k a  h a v e  
s u b m i t t e d  C e r t i f i c a t e  of Need a p p l i c a t i o n s  for c a p ital e x p e n d i t u r e  
p r o j e c t s  to S o u t h  C e n t r a l  H e a l t h  P l a n n i n g  and D e v e l o p m e n t ,  Inc.

Under P u b l i c  Law 9 2 -603 (section 1122 of the S ocial 
S e c u r i t y  Act as amended) S o u t h  C e n t r a l  H e a l t h  P l a n n i n g  and D e v e l o p m e n t ,  
Inc. is the d u l y  a p p o i n t e d  H ea lth S y s t e m  A g e n c y  (the "HSA"), r e s p o n­
sib l e  for r e v i e w  and a p p r o v a l  of c e r t a i n  types of h e a l t h  ca re c a p i­
tal e x p e n d i t u r e s  p r o j e c t s  in the A n c h o r a g e  area.

T h e  f o l l o w i n g  is a s u m m a r y  of C e r t i f i c a t e  of M e e d  
w h i c h  hav e b e e n  a p p r o v e d  by the H S A  f r o m  June o f  1979 t h r o u g h  
1, 1980.

a p p r o v a l s
O c t o b e r

A p p l i c a n t

P r o v i d e n c e  H o s p i t a l  
A n c h o r a g e ,  A l a s k a

Fa i t h  H o s p i t a l  
G l e n n a l l e n  A r e a

Pr o j e c t  d e s c r i p t i o n  

P u r c h a s e  of a s i m u l a t o r

I m p r o v e m e n t s  in f u n ction 
a r r a n g e m e n t s  and p u r c h a s e  
of so me e q u i p m e n t

Status

C o m p l e t e d

P e n d i n g  stat e 
a p p r o v a l

S o u t h  P e n i n s u l a  Hospital I n c r e a s e  21 beds 
Homer, A l a s k a

Seward G e n e r a l  H o s p i t a l  
Seward, A l a s k a

P r o v i d e n c e  H o s p i t a l  
Ancho r a g e ,  A l a s k a

Va l l e y  H o s p i t a l  
Ma t - S u  V a lley, A l a s k a

En e r g y  C o n s e r v a t i o n  G r a n t

P u r c h a s e  L i n e a r  
A c c e l e r a t o r

R e m o d e l i n g  - d e c r e a s e  of 
8 m e d i c a l / s u r g i c a l  beds 
Increas e of o b s t e t r i c a l /  
g y n e c o l o g i c a l  beds by 9

A p p r o v e d  by HSA 
p e n d i n g  s t a t e  
a p p r o v a l

A p p r o v e d  by HSA 
p e n d i n g  state 
a p p r o v a l

C o m p l e t e d

C o m p l e t e d
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S U P P L Y  AND DEMAND A N A L Y S IS

A p p l i c a n t

Valdez C o m m u n i t y  
Hospital 

Valdez, A l a s k a

C entral P e n i s u l a  
Hospital 

K e nai/Soldatha, Alaska

Project d e s c r i p t i o n  

R e p l a c e  X-ray unit

Update existing a n c illary 
d e p artment

Itatus

Completed

C o m p l e t e d

The following Letters of intent to file C e r t i f i c a t e  of 
Need A p p l i c a t i o n s  have been r e c eived by the HSA.

A p p l i c a n t

A l a s k a  K i d n e y  C e n t e r  
Anc horage, A l a s k a

Alaska T r e a t m e n t  Center 
Anc horage, A l a s k a

Nor t o n  Sound Regional 
Hospital 

Nome, A l a s k a

Lake Otis Clinic 
Anchorage, Alas k a

Providence Hospital 
Anchorage, Alas k a

Pr o vidence Hospital 
Anchorage, A l a s k a

The A l a s k a  Hospital 
and Medical Center, 
Inc.

Anchorage, Alas k a

Project d e s c r i p t i o n

Building of a free standing 
f acility for o u t p a t i e n t  
renal h e m o d i a l y s i s  unit to 
replace current leased 
space

Buil ding of an inpatient 
re h a b i l i t a t i o n  unit for 
30 beds

A d d i t i o n a l  wing

Build a n e w  a c u te-care 
hospital

R e p l a c e m e n t  of Radio- 
g r a phic Un it

132 bed e x p ansion

A d d i t i o n  of 21 beds for 
chemical d e p e n d e n c y  tr e a t­
ment

Status

Pending d e t e r­
min a t i o n  of 
of location

Pending d e t e r­
mination of 
location

Pending letter 
of full intent 
with more c o m­
plete project 
d e s c r i p t i o n

Pending r e g i s­
tration of a 
letter of full 
intent

A p p l i c a t i o n  
p r e p a r a t i o n  in 
prog ress

Dormant

Pending s u b­
mission of 
a p p lication
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P R O JE C T I O N  OF U T I L I Z A T I O N

RESULTS OF MEDICAL STAFF SURVEY

In October 1980, 222 questionnaires were mailed to the mem' 
bers of the Hospitals' medical Staff. The responses to the q u e s t i o n­
naire were analyzed to measure attitudes toward the Hospital and to 
gauge future utilization. There was a response by 117 physicians, 
who accounted for 58.7 percent of the admissions to the Hospital 
during the year ended June 30, 1980.

The clinical specialties represented by the physicians who 
responded to the questionnaire are listed on the following page.
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P R O J E C T I O N  O F  U T I L I Z A T I O N

Results of Medical Staff Survey

Clinical specialty
Medical
Staff Responses

Pe rcentage 
of responses 
of specialty

Anesthesiology 10 3 30.0%
Dentistry 23 8 34. 8
Dermatology 2 1 50.0
Emergency room 6 3 50.0
Family practice 37 18 48.6
Internal medicine 29 19 65. 5

Cardiology 2 1 50.0
Obstetrics/gynecology 16 7 43. 8
Nephrology 1 1 100.0
Neurology 1 1 100.0
Ophth almology 9 5 55.6
Otolaryngology 8 7 8 7. 5
Pathology 4 1 25.0
Pediatrics 12 3 66.7
Physical medicine and r e h a b i l i­
tation 3 1 33.3

Psychiatry 10 6 60.0
Radiology 9 3 33. 3
Radiology-oncology 1 0 0.0
Surgery:

General 15 1 3 86. 7
Neuros urgery 2 1 50.0
Orthopedic 19 o 47. 4
Plastic 1 1 100.0

Urology __ 2 0 0.0

222 117 52.7%

Of the 117 responding physicians, 86 were board certified. 
The average age of the responding physicians as of November 1, 1980 
was 41.5 years. The age groups of the responding physicians were:
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P R O JE C T I O N  OF U T I L I Z A T I O N

Number of
Age gro u p s respondents

26-30 3

31-35 29

36-40 26

41-45 21

46-50 17

51-55 5

56-60 11

61-65 1

Over 65 0

Unknown  4

T17

The returned questionnaires indicated that the responding 
physicians were associated with the following types of practice:

Types of practice Number Percentage

Solo 53 45.3%
Group 35 29.9
Hospital-based 9 7.7
Partnership 18 15.4
Other  2 1.7

T17 TOO. Of
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r K U J LC'i’lUN OF U T I L I Z A T I O N

The number of physicians who responded considering the 
Hospital their primary facility was as follows:

Primary facility Number Percentage

The Alaska Hospital and Medical 
Center, Inc. 46 39.3%

Providence Hospital 59 50.4
No one primary facility 10 8.5
Patient choice 1 .9
No response  1_ . 9

117 100.0%

Thirty-four of the 117 or 29.1 percent of the physicians 
responding to the questionnaire indicated that, of the total number 
of hospital admissions for their practice, 80 percent or more are 
made to the Hospital. The following table shows the percentage of 
admissions made to the Hospital by physicians responding to the 
questionnaire:

Percentage of admissions 
to The Alaska Hospital 

and Medical Center, Inc.

Less than 10%
1 0 - 1 9  

20-29 
30-39 
40-49 
50-59 
60-69 
70-79 
80-89 
90-99 
1 00

Not applicable
No response

Number of 
respondents

33 
14 
5 
4 
1 

1 1 

4 
4 
4 

12 

18
3
4

Percentage
of

respondents

28.2%
1 2 . 0

4.3
3.4 
.9

9.4
3.4
3.4
3.4 

1 0 . 2

15,4
2 . 6

3.4

C umulative 
percent of 
respondent

28.2%
40.2
44.5 
47.9 
48.8
58.2 
6 1 .6

65.0
68.4
78.6
94.0 
96. 6

1 0 0 . 0

117 1 0 0 . 0 %
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P R O JE C T I O N  OF U T I L I Z A T I O N

The frequency with which the responding physicians admit 
patients elsewhere, and the reasons for their admissions, are indi­
cated below:

Ni nety-one or 77.7 percent of those physicians who re­
sponded to the questionnaire utilize alternative admitting privileges, 
prim arily to Providence Hospital, in addition to their adr.issions 
to the Hospital. Some of the reasons expressed by the physicians 
for admitting to other facilities are the following: better services 
at other facilities, such as laboratory, nursing, physical therapy 
and cardiac monitoring services; the preference of the associate, 
consulting or referring physician, patient preference; preference of 
physicians to have their patients located at one facility; and the 
sociopolitical problems present at the Hospital.

Sixty-four of the responding physicians indicated that 
the remainder of their admissions are made to the Providence Hospital, 
while six physicians listed Pro vidence Hospital along with other 
facilities, such as Surgery Center and Valley Hospital. The other 23 
phy sicians admitting to facilities other than the Hospital, either 
indicated a variety of facilities or did not list facilities where 
they admit their patients.

One hundred and one of the 117 physicians responding to 
the questionnaire indicated the status of their medical staff a f f i l i a­
tion at other facilities as follows: 49 on active staff; 11 on
associate staffs; ten on courtesy staffs; and three on consulting 
staff status elsewhere. Multiple medical staff status physicians 
with appointments at more than one other facility was reported by 
twenty-six physicians as follows: one maintained active and associate
staff status at other facilities; three were on both active and 
courtesy staffs elsewhere; eleven were on active and consulting 
staff elsewhere; and thirteen did not indicate their medical staff 
status at other facilities.
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Physician's Reaaons for Patient AdmlsBionB to Other Facilities

Physicians* preference

Patients' preference

Arrangement wit'i referring 
physician

No beds available at The 
Alaska hospital and 
Medical Center, Inc.

Lack of service at The 
Alaska hospital and 
Medical Center, Inc.

Proximity to physicians' 
office

Other

Frequently Occasionally Never No Not
Number Percentage Number Percentaga Humber Percentage response appllcable Total

46

54

20

20

12

39.34

46.2

23.9

0.0

3 .4

17.1

1 0 .3 %

29

35

42

27

10

24. e%

30.1

35.9

7.7

23.1

0 .5

2 .6 4

22

21

75

53

50

18.0%

6.8

17.9

6 4 . 1

45.3

4 9 .6

15 12.8%

12

12

17

25

25

21

02

117

117

117

117

117

117

117



P R O JE C T I O N  OF U T I L I Z A T I O N

The survey indicated that 66 ph ysicians or 56.3 percent 
of the responding physicians expected their practice admissions to 
increase during the next five years, while 41 physicians or 35.0 
percent of the responding physicians expected their practice admis­
sions to remain constant during the next five years. The responses 
of the physicians are indicated below:

Percentage change in 
admissions over the 

next five years
Number of 

respondents
Percentage of 
respondents

I n c r e a s e :  
0-5% 

5-10 
1 0 - 2 0  

Over 20

14 
2 2  

19 
1 1

11.9%
18.8
16.2
9.4

6 6 56.3

Decrease: 
0-5% 

5-10 
1 0 - 2 0  

Over 20

0

2

1

3

0 . 0

1.7
.9

2 . 6

5.2

Remain constant 

Not applicable 

No response

41

1

__3

117

35.0

.9

2 . 6

1 0 0 . 0 %

The physicians were asked whether, in their opinion, 
utilization of various ancillary services at the Hospital would in­
crease, decrease or remain constant. Their responses are indicated 
in the following table.
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Services

DKG

Summary ot Physicians* Oplnlor Regarding Ancillary Utilization

Increase Decrease Remain constant Hot applicable No
Number Percentage Number Percentage Number Percentage Number Percentage response To

25 21.41
I

EEC 21 17.9 3 2.6 43 36.8

Nuclear medicine 
(diagnostic) 32 25.4 3 2.6 36 30.6

1
Nuclear medicine 
(therapeutic)(*) 19 (6.2 4 3.4 38 32.5

Laboratory (clinical) 40 34.2 4 3.4 43 36.6

Laboratory (anatomic 
pathology) 20 23.9 3.4 40 41.0

Pharmacy 30 25.6 3 2.6 40 41.0
i

Surgery 44 37.6 4 3.4 35 29.9

Inhalation therapy 26 22.2 4 3.4 44 37.6

Physical therapy 21 17.9 4 3.4 46 39.3

Pulmonary function 10 15.4 3 2.6 40 34.2

ilemodi alys is B 6.B 3 2.6 29 24.0

I
CT scanner (head only) 27 23.1 3 2.6 43 36.8

CT scanner (full body)<l) 24 20.5% 3 2.6% 32 27.4%

2.6% 50 42.7%

(D'l'hese services are not available at The Alaska Hospital and Medical Center, Inc.

1J6

29

25

33

14

IB

\6

23

23

±L

48

25

32

15.4% 20

24 .8 21

2 1 .4 21

28.2 23

12.0 16

15.4 _ 19

12.0 21

13.7 16

JjK7 20

19.7 23

26.5 25

41.0 29

21.4 19

27.4% 26

al



P R O JE C TIO N  OF U T I L I Z A T I O N

Forty-two of the Hospitals' medical staff members r e s p o n d­
ing to the questionnaire indicated they anticipate adding physicians 
to their practice within the next one to two years.

Of the 117 physicians responding to the questionnaire, 
three physicians expect to retire within the next five years, three 
were uncertain as to their retirement plans over the next five years, 
and eight physicians did not respond to this question. One hundred 
and three physicians responded that they did not expect to retire 
within the next five years. Within the same time period, 92 physicians 
responding to the questionnaire anticipate remaining in the immediate 
area of their present practice, while two physicians expect to move 
away from the area and two were uncertain as to their future location 
plans. Twenty-one physicians did not respond to this question.

The majority of physicians responding to the questionnaire, 
or 88 members of the Hospitals' medical staff, expressed the opinion 
that their patients' average length of stay would remain constant.
Seven physicians believed the average length of stay would decrease 
due to such trends as increased ambulatory care, and improvements in 
surgical and nursing services. Three physicians felt the average 
length of stay would increase, while nineteen physicians did not 
respond to this question.

Sixteen of the physicians responding to the questionnaire 
indicated that they would be interested in leasing office space in 
the Professional Office Building if the Hospital were to acquire and 
manage it. Thirteen of these physicians indicated the square footage 
they would desire for their office space as shown in the following 
t a b l e :

Square feet Number of
of office space respondents

Less than 500 square feet 2
501 to 750 2
751 to 1 ,000 1
1 ,00 1 to 1,500 3
1, 50 1 to 2,500 1
Over 2 ,500 _2

1 3
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P R O JE C T IO N  OF U T I L I Z A T I O N

Seven physicians responding to the questionnaire indicated 
that they are currently using office space in the Professional Office 
Building.

In response to the question regarding what future events 
could potentially effect utilization of the Hospital, physicians 
listed the following points: a shortage of bed supply at Pro vidence
Hospital; the potential of the building of a Lake Otis Clinic Hospital 
government support and a change back to a community hospital; sale 
of the Hospital to the Native Health Service; gas pipeline c o n s t r u c­
tion; and an increase in the population and/or the number of p h y s i­
cians .

In addition to the survey in O c t o b . . 1980, twenty-six 
members of the Hospitals' medical staff representing physicians who 
utilize the Hospital most frequently, and who accounted for 30.5 
percent of the admissions to the Hospital for the year ended June 
30, 1980, were interviewed in October and N o v ember of 1980 to further 
determine the Hospitals' medical staff's attitudes regarding the 
Hospital. A general summary of the key points brought out in these 
interviews is listed below:

. The majority of those interviewed felt that 
the Hospital's facility was excellent or good.

. The majority of those interviewed felt that 
the Hospital's services were excellent or good. 
Op p ortunity for improvement in the responsiveness 
of certain of the Hospital's ancillary services 
were noted by several physicians.

. All of those interviewed indicated that they 
expected their admissions to the Hospital 
in the future to remain constant or increase. 
Reasons expressed for projected increases in 
admissions include anticipated growth in the 
physicians practice, increase in the general 
population, the potential impact of the gas- 
pipeline, and expectation of increased demand 
for obstetrical and pediatric services.

. A number of those interviewed stressed their 
opinion of the communities need to offer two 
hospital facilities. Suggestions were made 
that the hospital embark upon an agressive 
community relations program which stresses 
the community hospital image of the facility.
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t ' K O J E C T I O N  O F  U T I L I Z A T I O N

INPATIENT ACTIVITY

Based upon the preceding information, the Hospital 
inpatient admissions, average daily census and ancillary u t i l i z a­
tion were projected. The average daily census represents the 
number of patients hospitalized on any given day during the year.
To evaluate the inpatient admissions, average daily census, and 
ancillary utilization of the Hospital, the trend in admissions, the 
Medical Staff interview responses and the projected population trends 
were analyzed. To evaluate the projected average length of stay 
for inpatients, factors taken into consideration included the 
medical services offered by the Hospital, the historical average 
length of stay and the specialties of the physicians on the Hospital's 
Medical Staff.

The following factors were analyzed as to their potential 
effect upon the utilization of the Hospital:

. The continued improvement of the Hospital's 
public image as a community Hospital;

. The expansion of the chemical dependency 
u n i t ;

. The majority of the physicians surveyed 
indicated that their utilization of the 
Hospital would remain constant, or 
increase;

. The population of Anchorage is projected to 
increase from 205,200 in 1980 to 238,900 
in 1986; and

. The relatively high occupancy levels 
periodically occurring at Providence 
H o s p i t a l .

The table on the following page summarizes the actual 
inpatient levels for the years ended December 31, 1977 through 1980 
and projected activity levels for the years ending December 31, 1981 
through 1986. These activity levels serve as the basis for the 
financial projections. The factors influencing both actual and 
projected inpatient utilization were discussed with the Hospital's 
administration and Medical Staff for reasonableness.
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P R O J E C T I O N  O F  U T I L I Z A T I O N

A N C I L L A R Y  UTILIZATION

The major components of ancillary activity are surgery, 
laboratory, emergency room, radiology and pharmacy. The p r e p a r a t i o n  
of the projections of activity levels for these and other ancillary 
services included the following procedures:

. An evaluation of the statistics relating to 
inpatient and outpatient activity levels for 
the years ended Decem b e r  31, 1978 through 1980.

. The trends in a n c i l l a r v  activity levels were 
discussed with the Hospital's Medical Staff 
and administration.

. An evaluation of emergency and outpatient 
activity in the Hospital's service areas.

. Inpatient utilization of ancillary services 
was projected based on the historic rela­
tionship between admissions, patient days 
and the ancillary activity.

. Inpatient utilization of ancillary services 
for the years ending December 31, 1981 through 
1986 was calculated by multiplying the p r o­
jected ancillary use ratios by the appropriate 
inpatient admissions or patient day statistic.

. Outpatient activity for the ancillary d e p a r t­
ments was projected based upon the historical 
relationship between outpatient visits and 
the ancillary activity.

. Projected inpatient and outpatient activity 
levels were combined to form the basis for 
the revenue and expense projections.

The schedule on the following page summarizes the 
combined inpatient and outpatient ancillary utilization projections 
for the Hospital.
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Alaska Hospital arid Medical Center 

Projected Ancillary Utilization

Statist i cal Actual"
Years ended ot ending December 31,

Projected
Ucpartment base 1978 1979 1900 1981 1402 19(3 3 1504 1905 rwff-

Physical therapy Revenue count 31,237 29,9,'3 20,106 31,789 33, 160 34,472 35,844 37,207 30,576

Unclear medicine Procedures 681 905 1 ,166 1,259 1,334 1 ,404 1 ,480 1,553 1,631

Rad iology Exami nations 28,936 23,967 25,904 28,325 29,395 30,412 31,473 32,532 33,597

Electrocardiology 
Electroencephalography 
Rhythm strip Procedures 3,073 2,520 2,073 3,260 3,660 3,670 4, 160 4 , 340 4,530

hahoratory Tests 211,831 153,636 146,641 156,500 164,000 169,000 177,900 104,600 191, 100

CT scan Procedures 86 3 9 36 U79 910 973 1,024 1 ,000 1,13 3 1,190

ill trasound Procedures 1 ,472 544 406 433 459 483 509 535 561

Emergency room Visits 17,527 13,159 13,313 13,764 14,065 14,373 14,687 15,009 15,337

Operating room Oporations 4,096 4, 151 4,831 5,026 5,315 5,594 5,880 6, 170 6,467

Health appraisal 
center* Visits 2,434 2,181 1,071 575

*To lie closed March 2U, 19111

Source: The Alaska Hospital and Medical Center, Inc., March 1901.
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F I N A N C I A L  F E A S I B I L I T Y

MAJOR ASSUMPTIONS

T he projections o£ revenues and expenses presented in 
Exhibit 1 of this study are based on the following major assumptions, 
as well as the more detailed bases of projections presented later in 
this section. The unrestricted funds to which the following a s s u m p­
tions pertain include the operating fund and the depreciation reserve 
fund, as defined in the Hospital Audit Guide, prepared by the C o m m i t­
tee on Health Care Institutions of the American Institute of Certified 
Public Accountants.

THE PROJECT

The Series 1981 Bonds are being issued to provide funds 
for the purposes of retiring certain existing debt of the Hospital, 
purchasing the adjoining office building, providing funds for 
capital projects, providing funds for working capital and to pay 
the costs of issuing the Series 1981 Bonds. For the purpose of the 
enclosed financial projection it was assumed that the chemical 
dependency unit would be expanded to 28 beds as of July 1, 1981 
and to 36 beds as of September 1, 1982.
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F IN A N C IA L  F E A S I B I L I T Y

For the purposes of preparing the financial projections, 
the following summary of the source and disbursement of funds was 
utilized:

The Alaska Hospital and Medical Center, Inc. 
Series 1981 Bonds 

Projected Source and Disbursement of Funds

Source of funds:
First Mortgage Hospital Bonds, Series 1981 

Principal
Less underwriters' discount 

Total source of funds

Disbursements of funds:
Refinancing existing debt 
Purchase of office building 
Capital projects 
Working capital 
Cost of issuance

Total disbursements of funds

$55 ,400 ,000
1 ,108 ,000

$54, 292, 000

$36 ,747 ,000
1 4 ,236 ,000
1,500 ,000
1 ,500 ,000

309 ,000

$54 ,292 ,000

DESCRIPTION OF THE BONDS AND NOTE

The Series 1981 Bonds are assumed to be dated July 
1981 with interest payable on January 1, 1982 and each July 1 
and January 1 thereafter. The Series 1981 Bonds are assumed to 
bear interest at 10.00 percent per annum and to mature in the 
principal amounts per annum as set forth in the schedule on the 
following page.

1
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F I N A N C I A L  F E A S I B I L I T Y

The Ala s k a  Hospital and Medical Center 
Debt Service Schedule 

Series 1981 Bonds

sar ending Principal Total
J u l y  1, maturities Interest debt service

1982 $ 340,000 $ 5,540,000 $ 5,880,000
1983 370,000 5,506,000 5,876,000
1984 410,000 5,469,000 5,879,000
1985 450,000 5,428,000 5,878,000
1986 495,000 5,383,000 5,878,000
1987 545,000 5,333,500 5,878,500
1988 595.000 5,279,000 5,874,000
1989 655,000 5,219,500 5,874,500
1990 720,000 5,154,000 5,374,000
1991 795,000 5,082,000 5,877,000
1992 875,000 5,002,500 5,877,500
1993 960,000 4,915,000 5,875,000
1994 1,055,000 4,819,000 5,874,000
1995 1,165,000 4,713,500 5,878,500
1996 1,280,000 4,597,000 5,877,000
1997 1,405,000 4,469,000 5,874,000
1998 1,545,000 4,328,500 5,873,500
1999 1,700,000 4,174,000 5,874,000
2000 1,870,000 4,004,000 5,874,000
2001 2,060,000 3,817,000 5,877,000
2002 2,265,000 3,611,000 5,876,000
2003 2,495,000 3,384,500 5,879,500
2004 2,740,000 3,135,000 5,875,000
2005 3,015,000 2,861,000 5,876,000
2006 3,315,000 2,559,500 5,874,500
2007 3,650,000 2,228,000 5,878,000
2008 4,015,000 1,863,000 5,878,000
2009 4,415,000 1,461,500 5,876,500
2010 4,855,000 1,020,000 5,875,000
2011 5,345,000 534,500 5,879,500

$55,400,000 $120,891,500 $176,291,500
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FEASIBILITY FEASIBILITY

FINANCIAL SUMMARY

Debt service coverage is calculated by dividing annual 
debt service requirements into projected income available for debt 
service. Projected debt service coverage for the Hospital is p r e­
sented on the following schedule.

Projected Financial Summary 
For Interest and Principal Payments on 

Series 1981 Bonds
( T h o u s a n d s )

Excess of reve­
nues (expenses) 

Add*
Interest
Depreciation
Amorti zation

($4,482)

4, 759 
2,065 

51

($4,107)

5,704
2,421

86

($3,186)

5,655
2,362

85

($1,744)

5,608
2,310

84

$ 409

5.- 5^8 
2,105 

84

$2,182

5, 502 
2,128 

83

Funds provided 
from operations 

Working capital 
funded in Series 
1981 Bonds 

Income from the 
State of Alaska 
Statute number 
A S 2 9 . 90.010

2,393 

1,500 

(1 )
-0-

4,104

4,772

4,916

4,772

6, 258 

2,595

8,156 9,895

Funds available 
for debt service 

Debt service on 
other debt

3,893

467

8,876

361

9,688

301

8,853

230

8,156 

278

9,895

276

Funds available 
for debt service 
on Series 1981 
Bonds $3,426 $8,515 $9,387 $8,623 $7,878 $9,619

Debt service on 
Series 1981 Bonds $2,770 $5,863 $5,858 $5,859 $5,856 $5,854

Debt service cov­
erage on Series 
1981 Bonds 1. 2 4x 1.4 5x 1.60x 1.4 7x 1.3 5x 1.6 4x

(1)

Utilized to pay a portion of interest in arrears on debt to be re­
financed. Interest in arrears is also excluded from debt service.

Note: The comments and assumptions contained in this study are an
integral part of this projected schedule.
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F IN A N C IA L  F E A S I B I L I T Y

PENDING LEGISLATION

A number of new laws which could affect health care fa­
cilities have in the past been proposed by the incumbent A d m i n i s t r a­
tion and members of Congress, including establishing various hospital 
cost containment programs, imposing limitations on payments to h o s p i­
tals under Medicare and Medicaid programs and national health insurance.

On June 17, 1980 a policy proposal published in the 
Federal Register proposed that no future federal grants, loans, loan 
subsidies, loan guarantees or tax-exempt bond financing be provided 
for the construction or renovation of hospitals in overbedded areas 
(defined as areas with mere than four sh ort-stay nonfederal hospital 
beds per 1,000 population or with an average annual daily occupancy 
rate of 80 percent or less), unless approved by the Department of 
Health and Human Services or by a state health planning agency.

On November 15, 1979 members of the House of R e p r e s e n t a­
tives voted for an amendment that deleted the mandatory portion from
H.R. 2626, the "Hospital Cost Containment Act of 1979", and passed 
the Gephardt substitute (H.R. 3635) which authorized the following:
A National Commission on Hospital Cost to monitor the Voluntary Effort; 
grants to states to help plan- establish and operate state voluntary 
or mandatory cost containment programs; establishment of the Voluntary 
Effort goal as a reduction in the rate of increase in total hospital 
expenses for 1979 and for each subsequent calendar year to four p e r­
centage points less than the rate for 1977; encouragement of phi l a n­
thropic support by stipulating such income would not be deducted 
from operating costs of nonprofit hospitals; a requirement for com­
mon audit of Medicare and Medicaid; and long-term care services 
through the use of swing beds.
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F IN A N C I A L  F E A S I B I L I T Y

No determination can be made at this time whether 
any of the proposed bills will be enacted into law, or what effect, 
if any, accompanying limitations would have on the operations of 
h o s p i t a l s .

BASES FOR PROJECTION OF REVENUES AND EXPENSES - 
UNRESTRICTED FUNDS

The general procedure followed in the preparation of these 
projections was to evaluate actual historical trends in revenues, e x­
penses and cost reimbursement relationships.

Specific bases for revenues and expenses are discussed 
in the following paragraphs, in the order of the projected statement 
of revenues and expenses, Exhibit 1.

NURSING, DIETARY AND ROUTINE CARE SERVICES

The charges for nursing, dietary and routine care are 
included in the daily room rates. Revenue from routine services is 
projected by multiplying the average daily room charge by the number 
of patient days for each of the projected years. Room charges for 
1981 were projected based on the actual room rates of the Hospital 
increased by an average of 12.0 percent per annum on October 1 for 
each year 1981 through 1986.

The following is a schedule of nursing, dietary and 
routine care services rates:

Nursing, Dietary and Routine 
Care Services Rates

Medical, surgical 
ICU/CCU
Chemical dependency 
Nursery (1 )

Years ending June 30,
1981 1982 1983 1984 1985 1986

$230 $258 $289 $324 $362 $406
523 585 656 734 822 9 21
180 202 226 253 284 313
153 171 192 215 241 269

( ^ I n c l u d e s  Nursery Intensive Care.

lit?*4 • •

DRAFT AS OF
TO 3E USED ONLY FOR MANAGEMENT DISCUSSION PURPOSES; 
ENGAGEMENT IS INCOMPLETE; THIS DRAFT IS SUBJECT TO 
FINAL REVIEW AND POSSIBLE HE7ISI0N.



F IN A N C IA L  F E A S I B I L I T Y
&

ANCILLARY SERVICES REVENUE

The major components of ancillary revenues are radiology, 
laboratory, pharmacy, surgery, inhalation therapy, physical therapy 
and emergency services. Rates for 1981 were projected based on the 
actual rates of the Hospital increased by an average of 12.0 percent 
per annum for 1981 through 1986.

CONTRACTUAL ALLOWANCES, FREE SERVICES 
AND OTHER ALLOWANCES

Deductions from revenue include contractual allowances, 
free services and other allowances, which result from a hospital's 
participation in various cost reimbursement programs, medical serv­
ices provided at reduced or no charge and estimates of uncollectible 
balances in accounts receivable.

The primary component of these deductions from revenue 
is the contractual allowance resulting from the Hospital's expected 
participation in various cost reimbursement programs with third-party 
payors, including Medicare and Medicaid. This contractual allowance 
represents the difference between full charges for services to covered 
beneficiaries and the actual reimbursement received from the third 
parties. In estimating the contractual allowances, the following 
third-party revenue relationships were utilized:

Revenue by Source of Payment

Estimated
Actual - 1980

P r o j e c t e d

basis

Blue Cross 
Med icare 
Med icaid
Commercial insurance and 
private pay

15.2%
6.7

1 0 . 2

67.9

1 0 0 . 0 %

15.2%
6.7

1 0 . 2

67. 9

1 0 0 . 0 %
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F IN A N C I A L  F E A S I B I L I T Y

No changes in the foregoing percentages have been anti c i­
pated through the projection period, although new legislation or 
Federal programs could alter the percentages.

Medicare, Medicaid and Blue Cross all provide benefits, 
which include nursing care, room and board, drugs, diagnostic and 
therapeutic services, and other services necessary to provide health 
care to the patients. Medicare basically covers patients over 65 
years of age and certain other patients, including individuals who 
require renal dialysis and certain disabled individuals. Medicaid 
covers indigent patients, and Blue Cross covers patients who are 
insured by one of the various Blue Cross plans.

Formulas vary for each of the third-party reimbursement 
programs. The basic assumption regarding Medicare and Medicaid is 
that the Hospital will be reimbursed based on patient care cost or 
charges, whichever is less.

Under the provisions of Section 223 of P.L. 92-603, 
limitations affecting certain aspects of third-party reimbursement 
for health care facilities providing services to Medi care patients 
have been established for routine care cost reimbursement. It is 
anticipated that during the projection period routine costs 
will exceed the limitation, as adjusted for inflation.

For financial projection purposes, it was assumed that 
all costs of operation will be allowable for reimbursement for 
Medicare and Medicaid. Blue Cross pays established charges.

Free service, discounts and bad debts were estimated 
at 3.8 percent of gross patient revenues, based on the current 
experience at the Hospital.
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F I N A N C I A L  F E A S I B I L I T Y

Commercial insurance and private payments, which are 
projected to comprise 67.9 percent of gross patient service revenue, 
are usually reimbursed on the basis of reasonable charges rather 
than cost as in the cost reimbursement programs, such as Medicare 
and Medicaid.

NET PATIENT SERVICE REVENUE

Net patient service revenue re presents gross patient 
revenue reduced by the contractual allowances, free services and 
other allowances.

OTHER OPERATING REVENUE

The net income derived from the cafeteria, medical 
records, telephone, sundries, and other nonpatient income sources, 
is included in the statement of revenues and expenses (Exhibit 1) as 
other operating revenues. Projections of these other operating 
revenues are based upon the actual historical experience at the 
Hospital and are inflated at an annual rate of 10.0 percent.

OPERATING REVENUE, NET

Total operating revenue, net, is gross operating revenue 
reduced by contractual allowances, free services and other allowances.

OPERATING EXPENSES

Operating expenses were projected based on historical 
trends increased at the various inflation rates for the various 
components of expenses, as discussed below and on the following 
p a g e s .

Salaries and w a g e s . Salaries and wages are estimated 
by reference to the actual historical experience. Staffing in the 
patient care and ancillary areas, where increased utilization is 
projected, was increased accordingly. Salary levels for 1981 were
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F I N A N C I A L  F E A S I B I L I T Y

increased at the following percentages based upon presently negotiated 
union contracts, and 12 percent after their expiration:

1981 12,75%
1982 8.55
1983 15.58
1984 12.00
1985 12.00
1986 12.00

The average annual percentage increase based upcn the above is 
i ',.1 p e r c e n t .

Projected staffing ratios and wages for the Hospital are stated 
b e l o w :

Staffing Ratios and Wages

Years ending December 31,
1981 1982 1983 1984 1985~ 1986

(pro j e c t e d )

Ful1-time 
equivalent
employees 469.8 479.3 486.5 492.9 498.1 503.4

Salaries and 
wages
(thousands) $11,920 $13,223 $15,522 $17,604 $19,916 $22,538

Average annual 
full-time wages 
per full-time 
equivalent em­
ployees $25,373 $27,588 $31,905 $35,715 $39,984 $44, 7 ’2

Full-time 
equivalent 
employees 
per occupied
bed 4.3 3.9 3.7 3.6 3.5 3.4
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F IN A N C IA L  F E A S I B I L I T Y

Employee B e n e f i t s . Employee benefits are projected a n n u a l­
ly at the following percentages of the total salaries and wages, based 
on the current experience and a provision for projected increases in 
benefits for payroll tax increases and estimated insurance increases:

Years ending 
December 31,

1981 25.00%
1982 26.00
1983 27.00
1984 28.00
1985 29.00
1986 30.00

Specialists' F e e s . S p e c i a l i s t s’ fees, consisting of con­
tractual arrangements with certain members of the Medical Staff, are 
computed according to the terms of the respective contracts, with the 
fees increased at 12.0 percent per annum for those contracts with a 
certain fee. For those contracts based on a fixed fee per unit of 
service, the s p e c i a l i s t s’ fee was determined in accordance with the 
terms of the individual contracts. Included are contracts covering 
physicians' services for anesthesiology, pathology, electro c a r d i o­
graphy, radiology, respiratory therapy and emergency room services.

F o o d . Food costs are projected by increasing the current 
average food cost per adult patient day by 15.0 per -nt per annum.

U t i l i t i e s . Utility costs are projected based upon the 
1980 actual costs per square foot of the Hospital. Utility costs 
were increased at 15 percent per annum.
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F I N A N C I A L  F E A S I B I L I T Y

The projected increases in costs of utilities are based 
upon discussions with local utility companies.

Drugs and P h a r m a c e u t i c a l s . The cost of drugs and other 
pharmaceutical products is based upon the historical average cost 
per unit inflated at 12.0 percent annually.

I n s u r a n c e . Insurance expense is projected to increase 
at 12.0 percent per annum during the projection period.

Supplies and Other E x p e n s e . The cost of supplies and 
other expense is projected for each department based upon historical 
usage rates and projected activity levels. It is assumed that in­
flationary increases in these expenses would average 12.0 percent 
per annum.

Hospital Portion of Professional Office B u i l d i n g . The 
Hospital portion of the Professional Office Building is based upon 
an allocation of expenses for the portion of the Professional Office 
Building utilized for Hospital services and is detailed on page 6 1  
The balance of the expenses related to the Professional Office 
Building are reflected, net of rental income, as the loss on P r o f e s s­
ional Office Building.
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F I N A N C I A L  F E A S I B I L I T Y 0

Professional Office Building 
Projected Statement of Income (Loss)

(T h o u s a n d s )

Years ending December 31,
1981 1982 1983 1984 1985 1986

Total square 
footage 

Space utilized 
by Hospital

78,300 

36,000

78,300

36,000

78,300

36,000

78,300

36,000

78,300

36,000

78,300

36,000

Available for 
lease 42,300 42,300 42,300 42,300 42,300 42,300

Percent occupancy 
of space avail­
able for lease 56.6% 56.6% 63. 7% 70.8% 77.9% 85.0%

Rental income $ 251 $ 503 $ 622 $ 761 $ 921 sS 1,10 5

E x p e n s e s :
Operating e x­
penses 

Interest 
Depreciat ion 
Amortization 
Allocable to 
Hospital (

248
730
258
11

574) (

559
1,456

558
23

1,194)(

630
1,447

558
22

1 , 222 ) (

711
1,437

558
22

1,255)(

799
1,425

558
22

1,290 )

898
1,413

558
22

( 1,330

Total expenses 673 1,402 1,435 1,473 1,514 1,561

Loss from space 
held for lease 
in Professional 
Office Building ($ 422)($ 899) (? 813) ($ 712)($ 593) ($ 456!

Note: The comments and assumptions contained in this study are an
integral part of this projected statement.
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EXCESS OF REVENUES OVER EXPENSES BEFORE FIXED 
CHARGES AND NONOPERATING REVENUE, NET________

Excess of revenue over expenses before fixed charges and 
nonoperating revenue (expenses), net represents net operating revenues 
reduced by operating expenses.

FIXED CHARGES

Fixed charges include Trustee's fee, interest, d e p recia­
tion and amortization of financing costs.

T r u s t e e’s F e e . Trustee's fee is estimated to be $5,000 
per annum commencing with fiscal year 1981.

Interest E x p e n s e . Annual interest expense is estimated 
based upon the following assumptions:

. Interest on the Series 1981 Bonds will be paid 
semi-annually by the Trustee on July 1 and 
January 1. Principal payments will be paid 
once a year on July 1 by the Trustee.

. Interest expense as included in Exhibit 1 
is based upon the accrual method of a c­
counting.

. The Series 1981 Bonds will be dated July 1, 
1981 and sold Ju^y 1, 1981.

In addition to the Series 1981 Bonds, the Hospital 
has certain other debts that will not be refinanced. The following 
schedule details the debt service on this debt.

Series 1981 Bonds 
Maximum bond maturity 
Interest

$55,400,000 
30 years 

10 percent
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F I N A N C I A L  F E A S I B I I T Y

Debt Service on Other Debt 
(Thousands)

Years ending Total
December 31, Principal Interest debt ser

1981 $272 $195 $467
1982 180 181 361
1983 133 168 301
1984 71 159 230
1985 125 153 278
1936 132 144 276

expense,
The following schedule details the allocation of interest

(Thousands)

Years ending 
December 31,

Other
Debt

On Debt 
to be 

Refinanced

Series
1981

Bonds Total

Reflected 
on 

P r o f e s­
sional 
Office 
Build ing

Shown oi 
Exh ibit 

1

1981 $195 $1,794 $2,770 $4,759 $ 730 $4,029
1982 181 5,523 5,704 1,456 4,248
1983 169 5,487 5,655 1,447 4,208
1984 159 5,449 5,608 1,437 4,171
1985 153 5,405 5, 558 1,425 4,133
1986 144 5,358 5,502 1,413 4,089
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F I N A N C I A L  F E A S I B I L I T Y

D e p r e c i a t i o n . The following cash outlays for capital 
expenditures for new equipment and improvements have been 
estimated by the Hospital's management:

Years ending 
December 3 1 ,

1981 $1,500,000
1982 500,000
1983 500,000
1984 500,000
1985 500,000
1986 500,000

Deprec iation on these capital expend itures is calculated 
based upon the straight-line method as provided by the current M e d i­
care regulations and is projected as follows:

Projected Schedule of Depreciation 
(Thousands)

Years ending December 31,
1981 1982 1983 1984 1985 1986

Hospital

Existing assets 
Capital expend itures

$1,654 
21

$1,675

$1,668
63

$1,731

$1,567
105

$1,672

$1,474
146

$1,620

$1 ,228 
187 

$1,415

$1 ,209 
229 

$1,438

Professional Office 
Building

Acquisition 
Capital expenditures

237
21

258

475
83

558

475
83

558

475
83

558

475
83

558

475
83

558

Property held for 
Lease

Existing assets 132 132 132 132 132 132

Total Depreciation $2,065 $2,421 $2,362 $2,310 $2,105 $2,128
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F I N A N C I A L  F E A S I B I L I T Y

The asset lives used to estimate depreciation are as
f o l l o w s :

Assets Life

Buildings 30 years
Major Moveable Equipment 12 years

A m o r t i z a t i o n . Amortization includes the write-off of the 
u n d e r w r i t e r’s discount and costs of issuance of the bond issue. Costs 
of issuance include legal expenses, accounting =md consulting fees and 
printing costs. The underwriter's discount and cost of issuance for 
the Series 1981 Bonds are estiamted at $1,417,000 and will be amor tized 
over the remaining live of the bond issue.

NONOPERATING REVENUE (EXPENSE)

Aid to O p e r a t i o n s. Aid to operations provided by the 
State of Alaska is estimated at $1,000 per bed per year.

Loss on property held for l e a s e . The loss from property 
held for lease is estimated at $112,000 per year, based on the h i s­
torical experience of the Hospital.

Loss on Professional Office B u i l d i n g . The loss on the 
Professional Office Building is detailed on page (gH .

BASES FOR PROJECTION OF CASH FLOW 
A N D  PROJECTED BALANCE SHEET

Projected statements of cash flow v/ere prepared for the 
years ending December 31, 1981 through 1986 and are presented as 
Exhibit 2 of this study. The projections of cash flow are based upon 
the revenues and expenses projected in Exhibit 1 and adjusted by 
noncash items and anticipated proceeds from the Series 1981 Bonds, 
payment of capital expenditures and other cash receipts and 
disbu rsements as discussed elsewhere in this study.

Projected balance sheets as of December 31, 1981 through 
1986, are presented as Exhibit 3.

Changes in the balance of assets and liabilities were 
estimated by projecting the year and balances in those accounts. P r o­
jections are based on the following relationships.

D R A F T  A S  O F  /  9 ?  / 7 / 4 / L  * $ / _________________________________
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F I N A N C I A L  F E A S I B I L I T Y

C a s h  p r o j e c t i o n s  a r e  b a s e d  u p o n  t h e  r e s u l t s  o f  t h e  c a s h  
f l o w  a n a l y s i s .

Acco unts receivable balances, net of allowances, are 
estimated at 90 days of net patient service revenue plus half of 
the amounts due from the State of Alaska under AS29.90.010 in the 
ensuing year.

Inventories are estimated at 11 percent of operating 
expenses, excluding salaries and wages, specialists' fees and re­
lated expenses.

Prepaid expenses are estimated at 4 percent of operating 
expenses, excluding salaries and wages, specialists' fees and related 
e x p e n s e s .

Property, plant, equipment and accumulated depreciation 
are projected based upon the historical records for the existing 
capital assets, acquisition costs, estimated normal retirements and 
estimated annual depreciation.

D e f e r r e d  c h a r g e s  r e p r e s e n t s  t h e  f i n a n c i n g  c o s t s ,  n e t  o f  
a n y  a c c u m u l a t e d  a m o r t i z a t i o n  e x p e n s e .

L o n g - t e r m  d e b t  i s  p r o j e c t e d  o n  t h e  b a s i s  o f  t h e  s c h e d u l e  
o f  d e b t  r e t i r e m e n t .  T h e  c u r r e n t  p o r t i o n  o f  l o n g - t e r m  d e b t  r e p r e ­
s e n t s  t h a t  a m o u n t  w h i c h  w i l l  b e  p a i d  w i t h i n  o n e  y e a r .

Accounts payable balances are projected at 20.9 percent 
of operating expenses, excluding salaries and wages, specialists' 
fees and related expenses in 1981 and 16.5 percent thereafter.

Accrued salaries, wages and fees are projected at 8 
percent of salaries, wages, fees and related expenses.

A c c r u e d  i n t e r e s t  e x p e n s e  r e p r e s e n t s  i n t e r e s t  a c c r u e d  
b u t  u n p a i d  a s  o f  t h e  f i s c a l  y e a r  e n d .

Fund equities represent the equity accumulation of 
undistributed income and the income received under provisions of 
Statute AS29.90.010 from the State of Alaska.
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F I N A N C I A L  F E A S I B I L I T Y

The following schedule details the income to be received 
under AS29.90.010.

1981 $4,771,830
1982 4,771,830
1983 4,771,830
1984 2,594,530
1985 -0-

Exnibit 4 details the changes in fund equities.
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PROJECTED STATEMENTS OF REVENUES AND EXPENSES 
 ____________UNRESTRICTED FUNDS

THE ALASKA HOSPITAL AND MEDICAL CENTER, INC.

Gross operating revenues:
Nursing, dietary and routine care services 
Ancillary services revenue

Less contractual allowances, free servicer, 
and other allowances

Net patient service revenue

Other operating revenue

Oper. 1 s g revenue, net

Operating expenses:
Salaries and wages 
Employee benefits 
Specialists' fees 
Food
Ut i1ities
Drugs and pharmaceuticals 
Insurance
Supplies and other expense
Hospital portion of Professional Office Building

Excess of revenues over expenses before fixed 
charges and nonoporating revenue (expense)

Fixed charges:
Trustee's fee 
Interest 
Depreci atf on 
Amort i zntion

Excess of revenues (expenses) before 
nonoperaling revenue (expense)

Nonoporating revenue (expense):
A ill to operations 
Loss on property held for lease 
Loss on Professional Office Building 
held for lease

(Thousands)

Years ending December 31,
1901 1982 198 3 1984 1985 1986

510,055 512,399 514,883 517,458 520,4 31 523, 874
15,918 18,545 21,637 25,274 29,447 34,306

25,973 30,944 36,520 42,732 49,878 50, 100

1 ,267 1,705 2,262 2, 893 3, 306 4, 510

24,706 29,239 34,258 39,839 46,492 53,670

312 3 82 455 523 599 685

25,018 29,621 34,713 40,362 47,091 54,355

11,920 13,223 15,522 17,604 19,916 22,5 38
2,980 3,438 4, 191 4,929 5,776 6,761
1,683 1,093 2, 161 2,4 65 2,810 3,204

364 455 540 644 7 52 876
201 232 266 306 352 405
632 790 957 1, 120 1 ,307 1,522
4 33 51 1 572 641 710 0 04

4,598 5,119 5,785 6,650 7,6 31 8,762
574 1,194 1 ,222 1,255 1,290 1, 330

23,385 26,055 31,216 35,614 40,552 46,202

1 ,633 2, 766 3,497 4,748 6, 539 8,153

5 5 5 5 5 5
4,029 4,24 8 4,208 4, 171 4,133 4,809
1 ,675 1,7 31 1 ,072 1 ,6 20 1,415 1 ,4 38

51 6 3 63 62 62 61

5,760 6,04 7 5, 940 5,850 5,615 5, 59 3

( 4,127) ( 3,281) ( 2,451) ( 1,110) 924 2, 560

179 18 5 190 190 19 0 190
: 112) ( 112) ( M 2 ) ( M 2 ) ( 112) ( M 2 )

: 422 ) ( 099) ( 8) 3 ) ( 712) ( 59 3) ( 4 56)

355) ( 826) ( 7 35 ) ( 634 ) ( 515) ( 370 )

5 1,4(12) (5 4,107) (5 3,186) (5 1,744) 5 4 09 5 2,10 2Excess of revenues (expenses)

Note: The comments and assumptions contained in this study are an integral part of this projected statement
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•nil-; a l a r k a  h o s p i t a l  a n d  m e d i c a l  c e n t e r , i n c .

Cash and short-term securities, 
beginning of year

Cash provided:
Excess of revenues (expenses)
Depreciation
Amort i znt ion
Funds provided from (used in) 
operat ions 
Increase (decrease) in accounts 
payable and accrued expenses 

Proceeds From Series 198] Ronds 
AS29.90.010

Less increase in: 
Accounts receivable 
Inventor i or.
Prepaid expenses

Total cash provided

Total cash available

Cash applied:
Acquisition of Professional Office 
Ruildinq 

financing costs 
Capital expenditures 
Principal payments:

Series 19U1 Bonds 
Other

Total cash applied

Cash and short-term securities, end 
of year

Consisting of:
Unrestricted funds 
Debt service fund

Note- The comments and assumptions contained

PROJECTED STATEMENTS OF CASH FLOW
(Thousands)

Years endinq December 31,
1981 1902 190 3 1904 1985 lyoo

$ 62 $ 2 , 9 7 3 S 3 , 8 8 6 $ 5 , 9 4 0 $ 8 , 1 6 4 $ 9 , 6 2 2

( 4 , 4 0 2 )  
2 , 0 6 5  

51

( 4 , 1 0 7 )  
2 , 4 2 1  

86

( 3 , 1 8 6 )  
2 , 3 6  2 

85

( 1 , 7 4 4 )  
2 , 3 1 0  

84

4 09 
2 ,  105 

04

2 , 1 0 2  
2 ,  128 

83

( 2 , 3 6 6 ) ( 1 , 6 0 0 ) ( 739 ) 650 2 , 5 9 8 4 ,  393

( 930 )  
5 5 , 4 0 0  

4 , 7 7 2

14

4 , 7 7 2

415

4 , 7 7 2

434

2 , 5 3 5

4 00 562

5 6 , 0 6 8 3 ,  186 4 , 4 4 8 3 , 6 7 9 3 , 0 0 6 4 , 9 5 5

551 
0 7 
32

1 , 1 2 1
97
35

1 , 2 3 9

111
41

288
137

49

343
154

56

1 , 7  70 
170 

65

670 1 , 2 5 3 1 ,  391 474 553 2 , 0 1 3

5 6 , 1 9 0 1 , 9 3 3 3 , 0 5 7 3 , 2 0 5 2 , 5 3 3 2 ,  942

5 6 , 2 6 0 4 , 9 0 6 6 , 9 4 3 9 , 1 4 5 1 0 , 6 9 7 1 2 , 5 6 4

1 4 , 2 3 6  
1 , 3 8 6  
1 , 5 0 0 500 500 500 500 500

3 6 , 1 6 5
340
100

37 0 
133

410
71

4 50 
1 25

4 95 
132

5 3 , 2 8 7 1 , 0 2 0 1 , 0 0 3 901 1 , 0 7 5 1 , 1 2 7

$ 2 , 9 7 3 $ 3 , 0 0 6 $ 5 , 9 4 0 $ 8 , 1 6 4 $ 9 , 5 2 2 $11 , 4  37

$ 203 
2 , 7 7 0

$1 , 1 3 3  
2 , 7 5 3

$ 3 , 2 0 5
2 , 7 3 5

$ 5 , 4 5 0
2 , 7 1 4

$ 6 , 9 3 0
2 , 6 9 2

$ n ,  7 70  
2 , 6 6  7

? 1 1 . 4 3 7
$ 2 , 9 7 3 S3 ,  0 06 $ 5 , 9 4 0 $ 0 , 1 6 4 $9,622

1/1
:nM 111 
M • 1

in this study are an integral part of this projected statement.



TUB ALASKA HOSPITAL AND MEDICAL CENTER, INC.

_________ PROJECTED HALANCB SHEETS________ _
(Thousands)

December 31,
1901 1 9 0 2 1 9 0 3 1 904 1 9 0 5 190 6

ASSETS

Current assets:
Cas’ and short-term securities S 2 0 3 $ 1 , 1 3 3 $ 3 , 2 0 5 $ 5 , 4 5 0 $ 6,9  30 $ 0 , 7 7 0
Accounts receivable 8 , 5 G B 9 , 6 8 9 1 0 , 9 2 8 1 1 , 2 1 6 11 ,559 1 3 , 3 2 9

Inventories 6 8 5 7 0 2 8 9 3 1 , 0 3 0 1 ,18 4 1 , 3 6 2
Prepaid expenses 24 9 204 32 5 374 4 3 0 49 5

Total current assets 9 , 7 0 5 1 1 , 8 0 0 1 5 , 3 5 1 1 8 , 0 7 0 2 0 , 1 0 3 2 3 , 9 5 6

Fixed assets held for Hospital 
uperaf. i 011s :
Plant, property and equipment,
at cost 3 3 , 6 5 5 3 4 , 1 5 5 3 4 , 6 5 5 3 5 , 1 5 5 3 5 , 6 5 5 36, 155
Less accumulated depreciation 9, 541 1 1 , 2 7 2 1 2 , 9 4 4 1 4 , 5 6 4 1 5 , 9 7 9 1 7 , 4 1 7

2 4 , 1 1 4 2 2 , 8 8 3 2 1 , 7 1 1 2 0 , 5 9 1 1 9 , 6 7 6 1 0 , 7 3 0
Fixed assets held as Professional 
Office Huilflinq:
Plant, property and equipment, 
at cost 1 5 , 2 3 6 1 5 , 2 3 6 1 5 , 2 3 6 1 5 , 2 3 6 1 5 , 2 3 6 1 5 , 2 3 6
Less accumulated depreciation 250 0 1 6 1 , 3 7 4 1 , 9 3 2 2 , 4 9 0 3 , 0 4 0

1 4 , 9 7 0 1 4 , 4 2 0 1 3 , 8 6 2 1 3 , 3 0 4 1 2 , 7 4 6 1 2 , 1 0 0
Fixed assets held for lease: 
Plant, property and equipment, 
at cost 5 , 0 5 6 5 , 0 5 6 5,0 56 5 , 0 5 6 5,0  56 5 , 0 5 6
Less accumulated depreciation 1 , 94 9 2 , 0 0 1 2 , 2 1 3 2, 345 2 , 4 7 7 2 , 6 0 9

3 , 1 0 7 2 , 9 7 5 2 , 0 4 3 2, 711 2 , 5 7 9 2 , 4 4 7
Other assets:
Deferred charqos 1 , 3 7 4 1 , 2 0 0 1 , 2 0 3 1 , 1 1 9 1 ,0 35 9 52
Depos i t'.j 30 30 30 30 30 30
Other eceivahles 34 34 34 34 14 34
Funds held by trustee, debt service 
fund 2 , 7 7 0 2 , 7 5 3 2 , 7 3 5 2 , 7 1 4 2 , 6 9 2 2, 66 7

4 , 2 0 0 4 , 1 0 5 4 , 0 0 2 3 , 8 9 7 3 , 7 9 1 3,60  3

$ 5 6 , 1 1 2 $ 5 6 , 2 7 1 $ 5 7 , 7 6 9 $ 5 0 , 5 7 3 $ 5 0 , 0 9 5 $ 6 1 , 0 1 2



THE ALASKA HOSPITAL a n d  m e d i c a l  c e n t e r , i n c .

PROJECTED tlALANCE SHEETS (CONTINUED) 
(Thousands)

December 31,
.1981 198 2 1983 190 4 1905 1906

LIABILITIES AND FUND BALANCE (DEFICIT)

Current liabilities:
Current portion of long-term debt: 

Scries 1901 Bonds 
Other 

Accounts payable 
Accrued salaries, wages and 
related benefits 

Accrued interest

$ 340 
180 

1,300

1,326 
2,770

S 370 
133 

1,173

1 ,404 
2,753

$ 410 
71

1,340

1,750
2,735

$ 4 50 
125 

1,545

2,000
2,714

$ 495 
132 

1,775

2,280
2,692

$ 54 5 
140 

2,043

2,599
2,667

Total current liabilities 5,916 5,913 6, 306 6,834 7,374 7,994

Long-term debt: 
Series 1981 Bonds 
Other

55,060
2,425

54,690 
2, 292

54,28(1
2,221

53,830 
2,096

5 3, 3 35 
1 ,964

52,790
1,024

Total liabilities 63,401 62,895 62,R07 62,760 62,673 62,600

Fund balance (deficit) ( 7,289) ( 6,624) ( 5,038) ( 4,187) ( 3,778) ( 1,596)

$56,1 12 $56,271 $57,769 $58,573 $58,895 $61,012

i) :’! il » « <• t!»

Note: The comment.s and assumptions contained in this study are an integral part of this projected statement-.



EXHIBIT

PROJECTED STATEMENTS OF FUND BALANCE (DEFICIT)
(Thousands)

T H E  A L A S K A  H O S P I T A L  A N D  M E D I C A L  C E N T E R ,  INC.

Balance, January 1, 1981 (97,579

Excess of expenses over revenues ( 4,482

A S 2 9 . 90.010 4,772

Balance, December 31, 1981 ( 7,289

Excess of expenses over revenues ( 4,107

AS29.90.010 4,772

Balance, December 31, 1982 ( 6,624

Excess of expenses over revenues ( 3,186

AS29.90.010 4,772

Balance, December 31, 1983 ( 5,038

Excess of expenses over revenues ( 1,744

AS29.90.010 2,595

Balance, December 31, 1984 ( 4,187

Excess of revenues over expenses 409

Balance, December 31, 1985 ( 3,778

Excess of revenues over expenses 2,182

Balance, December 31, 1986 ($1,596

Note: The comments and assumptions contained in this study are an
integral part of this projected statement.
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Bill Resolution Nc.w- r•
Tit It E s ta b lish in g  a medical f a c i l i t i e s  sp e c ia l bone guarantee account. ir. me A lasr. 

Medical F a c i l i t y  A uthority_________________________________ Date - '11 .'SI

11. FISCAL D ETA IL
Agency Affected Department of Revenue
Program Category Affected R evenue  C o l l e c t i o n  anc M a nagem en t________________________________
BRU. Program, or Subprogramfs) Affected Commissioner ’ s Of f ice /T reasu ry  Management_________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

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

FY  81 FY 8 2' FY  8 3 F Y  84 F Y  35 F Y  36
100 PERSONAL SERVICES -

200 TR A V EL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOT A L

FUNDING (Thousands of Dollars)

GEN ERAL FUND
FED ER A L FUNDS
OTHER (Specify Fund Source)

POSITIONS

FU LL  TIME
PART TIME
TEM PORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
Establishes a m e d i c a l  facilities bond guarantee account in the A l a s k a  M e d i c a l  F a c i l i t y  

Authority. The assets of the account may be pledged to gua r a n t e e  b o n d s  or bond 

a n ticipation notes of the authority. The account consists of m o n e y  t r a n s f e r e d  to it 

by the C o m missioner of Revenue. Guarantee monies are to be r e t u r n e d  t o  the S t a t e  

wh e n  the bonds have b e e n  retired.

Separate a p p r o p r i a t i o n  to be m a d e  to the Commissioner of R e v e n u e  of m o n i e s  avai l a b l e  

for transfer (contained in companion bill). No additional a d m i n i s t r a t i v e  costs 

to department.

IV D A T E  M a y  1 8’ 1981 P R F . P A R F D  r v  A n s e l m  c » Staack, T r e a s u r y  C o m p t roller

A G E N C Y  Department of R e v e n u e / T r e a s u r e  D i v i s i o n ______

Original: Legislative Finance P H O N E  465-2351______________________

cc: Budget and Management
Prime Sponsor (First Legislator N a m e d )

3 3 - 0 0 1  (Rev. 1 2 / 8 0 )



Original Sponsor: Finance Committee Offered: 5/11/81
Referred: Rules
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1 IN THE SENATE BY THE F I N ANCE COMMITTEE

CS FOR SENATE BILL NO. 390 (Finance)

IN THE L E G I S L A T U R E  OF THE STATE OF ALASKA 

T W E L F T H  LE G I S L A T U R E  - FIRST SESSION 

A BILL

For an Act entitled: "An Act e s tablishing a medical facilities special bond

gua r a n t e e  account in the Alaska Medical Facility 

Authority? and p roviding for an eff e c t i v e  date."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 18.26 is amended by adding a new s e c tion to read:

Sec. 18.26.260. ISSUANCE AND GUARANTEE OF A LASKA M E D I C A L  FACILITY 

AUT H O R I T Y  BONDS. (a) There is established as a separate account in 

the authority the m e d ical facilities special bond gua r a n t e e  account. 

T he medical facilities special bond guarantee account consists of m o n e y  

disbursed to it by the commissioner of revenue. The assets of the 

medical facilities special bond guarantee account m a y  be pledged to 

guarantee bonds or bond anticipation notes of the a u t h o r i t y  issued 

un d e r  (b) of this section.

(b) If the c o mmissioner of revenue and the b o a r d  j o i n t l y  d e t e r­

mine that a medical facility is unable to use traditional private or 

public financial institutions to refinance mort g a g e  loans and that it 

is in the public interest to make r e f i n ancing available,

(1) the a u thority may p r o vide financial a s s i s t a n c e  and 

purchase mortgage loans made to the medical facility and m ay issue 

bonds or bond a n t i c i p a t i o n  notes under this chapter to p r o v i d e  money 

for the purchase of the mortgage loans or to provide the financial 

assistance; and

(2) the c o mmissioner of revenue m a y  disburse to the medical 

facilities special bond g u arantee account money a p p r o p r i a t e d  to h i m

-1- CSSB 3 9 0 (Fin)



1

2

3

4

5

6

7

3

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

for the account which he determines to be nece s s a r y  to guarantee bonds 

or bond antici p a t i o n  notes issued under (1) of this subsection.

(c) Before entering into an agreement under (a) of this section 

to provide guarantees for bonds or bond a n t icipation notes issued or to 

be issued under (b) of this section, the commissioner of revenue shall 

determine that arrangements have been made to protect the interests of 

the state in the medical facilities special bond guarantee account.

* Sec. 2. This Act takes effect immediately in accordance w i t h  AS 01.10.- 

0 7 0 ( c ) .
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IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 390 (Finance)

IN THE LE G I S L A T U R E  OF THE STATE OF ALASKA

T W E L F T H  LE G I S L A T U R E  - FIRST SESSION

A  BILL

For an Act entitled: "An Act e s t a b l i s h i n g  a medical facilities special bond

guarantee account in the Alaska Medical Facility 

Authority; and pro v i d i n g  for an effective date."

IE IT ENACTED BY THE L E G I S LATURE OF THE STATE OF ALASKA:

* S e c tion 1. AS 18.26 is amended by adding a new section to read:

Sec. 18.26.260. ISSUANCE AND GUARANTEE OF ALASKA M E D ICAL FACILITY 

A U T H O R I T Y  BONDS. (a) There is e s t a b lished as a separate account in 

the authority the medical facilities special bond guarantee account. 

The medical facilities special bond guarantee account consists of money 

disbursed to it by the c o mmissioner of revenue. The assets of the 

medical facilities special bond gua r a n t e e  account m a y  be pledged to 

guarantee bonds or bond antici p a t i o n  notes of the authority issued 

under (b) of this section.

(b) If the commissioner of revenue and the board j o i ntly d e t e r­

mine that a medical facility is unable to use traditional private or 

public financial institutions to refinance mortgage loans and that it 

is in the public interest to make refinancing available.

purchase mortgage loans made to the medical facility and may issue 

bonds or bond a n t i c i p a t i o n  notes under this chapter to provide money 

for the purchase of the mort g a g e  loans or to provide the financial 

issistance; and

(2) the commissioner of revenue may disburse to the medical 

facilities special bond guarantee account money appropriated to him

(1) the aut h o r i t y  may p r o vide financial assistance and

-1- CSSB 390(Fin)
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for the account which he determines to be n ecessary to guarantee bonds 

or bond a n t i c i p a t i o n  notes issued under (1) of this subsection.

(c) Before entering into an agreement under (a) of this section 

to provide guarantees for bonds or bond antic i p a t i o n  notes issued or to 

be issued un d e r  (b) of this section, the commissioner of revenue shall 

determine that arrangements have been mad e  to protect the interests of 

the state in the medical facilities special bond guarantee account.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.- 

0 7 0 ( c ) .
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T h e  m o r t g a g e  o n  A l a s k a  H o s p i t a l  a n d  M e d i c a l  C e n t e r  

(A H M C )  i s  p r e s e n t l y  h e l d  t h e  b y  A l a s k a  T e a m s t e r s  P e n s i o n  T r u s t .  

T h e  t r u s t  i s  u n d e r  o r d e r s  t o  d i v e s t  i t s e l f  o f  t h i s  m o r t g a g e  

b y  t h e  U . S .  D e p a r t m e n t  o f  L a b o r  a s  a  v i o l a t i o n  o f  E R I S A .

T h e  o p e r a t i n g  l e v e l s  o f  p a t i e n t  c e n s u s  a n d  r e s u l t ­

i n g  r e v e n u e  h a v e  b e e n  s u f f i c i e n t  t o  g e n e r a t e  e n o u g h  c a s h  f l o w  

t o  c o v e r  a l l  o p e r a t i n g  e x p e n s e s  e x c e p t  t h e  d e b t  s e r v i c e  o n

t h e  i n t e r i m  a n d  p e r m a n e n t  f i n a n c i n g  o f  t h e .  h o s p i t a l  c o n t t r u e -
#

t i o n .  D u r i n g  1 9 7 8 ,  t h e  A H M C  b e c a m e  d e l i n q u e n t  i n  p a y m e n t  o f  

t h e  d e e d  o f  t r u s t  n o t e ,  w h i c h  i s  c o l l a t e r a l i z e d  b y  f i x e d  a s ­

s e t s  h e l d  f o r  h o s p i t a l  o p e r a t i o n s .  T h e  m o r t g a g o r  h a s  n o t  

e l e c t e d  t o  c a l l  t h e  n o t e  a t  t h i s  t i m e .

T h e  D e p a r t m e n t  o f  L a b o r  h a s  h e l d  o f f  f o r c i n g  l i q u i d ­

a t i o n  i n  h o p e s  t h a t  s o m e  r e f i n a n c i n g  m i g h t  b e  o b t a i n a b l e ,  h o w ­

e v e r ,  i t  i s  b a s i c a l l y  f o r c e d  t o  t a k e  s o m e  d e f i n i t i v e  a c t i o n  

i n  t h e  n e a r  f u t u r e .  S i n c e  A H M C  c a n n o t  s u p p o r t  d e b t  s e r v i c e  

a t  t h i s  t i m e ,  a  r e v e n u e  b o n d  i s s u e  i s  n o t  f e a s i b l e .  T h e  o p ­

t i o n  t o  r e f i n a n c i n g  i s  s a l e  t o  a  p r o p r i e t a r y  h o s p i t a l  c h a i n  

o r  t o  t h e  U n i t e d  S t a t e s ,  w i t h  a t t e n d a n t  l o s s e s ,  l o s s  o f  l o c a l

c o n t r o l ,  a n d  p r o b a b l e  r e d u c t i o n s  i n  s e r v i c e  w i t h  t h e  f o r m e r ,

D R A F T

S i t u a t i o n  Reperr

- 1 -



a n c  t o n a l  l o s s  o f  s e r v i c e  t o  A l a s k a  a t  l a r g e ,  w i t h  t h e  l a t t e r .

P r o v i d e n c e  H o s p i t a l  i s  a t  8 8  p e r c e n t  u t i l i z a t i o n  

l e v e l  a n d  A H M C  i s  t h e  o n l y  a l t e r n a t i v e .

A  f e a s i b i l i t y  s t u d y  s h o w s  t h a t  t h e  A H M C  w i l l  b e  a b l e  

t o  s t a n d  o n  i t s  o w n  ( i n c l u d i n g  p a y m e n t  o f  d e b t  s e r v i c e )  w i t h i n  

f i v e  y e a r s ,  t h a t  i s ,  b y  1 9 8 6 .  W h a t  i s  n e e d e d  i s  a . w a y  f o r  i t  

t o  o b t a i n  r e f i n a n c i n g  t o  p a y  o f f  t h e  m o r t g a g e s  a n d  a r r e a r a g e s  

a n d  b e c o m e  c o m p l e t e l y  i n d e p e n d e n t .  G u a r a n t e e / s e c u r i t y  f u n d s  

b e h i n d  a  b o n d  i s s u e  f o r  a  l i m i t e d  p e r i o d  o f  t i m e  w o u l d  a l l o w  

i n v e s t o r s  t o  b u y  t h e  b o n d s  a t  a  l o w e r  r a t e  t h a n  t h e  c u r r e n t  

m o r t g a g e .  T h i s  w o u l d  p r e v e n t  f o r c e d  l i q u i d a t i o n  a n d  l o s s  o f  

A H M C  a s  a  c o m m u n i t y  a n d  s t a t e w i d e  n o n p r o f i t  m e d i c a l  f a c i l i t y .  

T h e r e  i s  a  f l o w  o f  f u n d s  f r o m  s t a t e  r e v e n u e  s h a r i n g  c o n s t r u c ­

t i o n  f u n d s  t o  p a y  d e b t  s e r v i c e  b u t  t h a t  b y  i t s e l f  i s  i n s u f f i ­

c i e n t  t o  e l i c i t  r e f i n a n c i n g  m o n i e s .  W i t h o u t  s o m e  g u a r a n t e e /  

s e c u r i t y ,  o u t s i d e  i n v e s t o r s  w o u l d  n o t  f e e s  s e c u r e  e n o u g h .



D F , A F  T

P ' . e c o m m e n d a r i o n s

T h e  e c o n o m i c  f e a s i b i l i t y  s t u d y  i n d i c a t e s  t h a t  a t  t h e  e n d  o f  

t h e  f i f t h  y e a r ,  1 9 8 6 ,  A H M C  w i l l  h a v e  a n  a c c e p t a b l e  d e b t  s e r ­

v i c e  c o v e r a g e  r a t i o  t o  e l i c i t  c a p i t a l  f u n d i n g  a n d  m a i n t a i n  

f i n a n c i n g  a r r a n g e m e n t s  o n  i t s  o w n  w i t h o u t  t h e  a i d  o f  a  g u a r -  

a n t e e / s e c u r i t y  p l e d g e .

I t  h a s  b e e n  d e t e r m i n e d  t h a t  a  m a x im u m  o f  $ 5 2 , 0 0 0 , 0 0 0  s e c u r i t y  

a m o u n t  w o u l d  b e  n e c e s s a r y  f o r  a  p e r i o d  o f  f i v e  y e a r s .

1 .  T h e  l e g i s l a t u r e  s h o u l d  a p p r o p r i a t e  $ 5 2 , 0 0 0 , 0 0 0  t o  

t h e  D e p a r t m e n t  o f  R e v e n u e  t o  b e  d i s b u r s e d  b y  t h e  

c o m m i s s i o n e r  t o  a  s p e c i a l  g u a r a n t e e  a c c o u n t  e s t a b ­

l i s h e d  i n  t h e  A l a s k a  M e d i c a l  F a c i l i t y  A u t h o r i t y  u p o n  

d e t e r m i n a t i o n  b y  h i m  t h a t  s a t i s f a c t o r y  a r r a n g e m e n t s  

h a v e  b e e n  m a d e  f o r  u s e  o f  t h e  m o n e y  t o  s e c u r e  a u ­

t h o r i t y  b o n d s .

2 .  T h e  a u t h o r i t y  w o u l d  i s s u e  b o n d s  o r  b o n d  a n t i c i p a t i o n  

n o t e s  w i t h  s e c u r i t y  p r o v i d e d  b y  t h e  m o n i e s  i n  t h e  

s p e c i a l  b o n d  a c c o u n t .

3 .  T h e  a u t h o r i t y  w o u l d  o n l y  r e c e i v e  t h e  a c t u a l  a m o u n t s

_ i  -



n e c e s s a r y  t o  s e c u r e  b o n d s .  F o r  i n s t a n c e ,  s h o u l d  f i ­

n a n c i n g  h a v e  t o  b e  s e p a r a t e d  b e t w e e n  t h e  h o s p i t a l  

b u i l d i n g  a n d  t h e  P O B ,  t h e  h o s p i t a l  f i r s t  —  P O B  l a ­

t e r ,  t h e  a u t h o r i t y  w o u l d  o n l y  d r a w  f u n d s  f o r  t h e  

h o s p i t a l  f i n a n c i n g .

C o r r e s p o n d i n g l y ,  s h o u l d  t h e  f i n a n c i a l  a d v i s o r s  f e e l  

w e  d o n ’ t  n e e d  t h e  m a x im u m  a m o u n t ,  b u t  s a y  8 0  p e r c e n t  

o f  ’ t h a t  a m o u n t ,  o n l y  t h e  l o w e r  a m o u n t  w o u l d  b e  d r a w n .

F u n d s  a p p r o p r i a t e d  t o  t h e  d e p a r t m e n t  f o r  d i s b u r s e ­

m e n t  t o  t h e  s e p a r a t e  a c c o u n t  w o u l d  r e m a i n  i n  t h e  

t r e a s u r y  a n d  e a r n  i n t e r e s t  a t  r e g u l a r  r a t e s  u n t i l  

d i s b u r s e d  t o  t h e  a u t h o r i t y  t o  g u a r a n t e e  a  b o n d  i s s u e .

D i s b u r s e d  f u n d s  w o u l d  b e  p l a c e d  w i t h  t h e  a u t h o r i t y ’ s  

t r u s t e e  ( i n  t h e  p a s t  R a i n i e r  N a t i o n a l  B a n k )  a s  t h e  

s e c u r i t y .  S t a t e  f u n d s  w o u l d  e a r n  i n t e r e s t  w h i l e  i n  

" e s c r o w "  u p  t o  t h e  m a x im u m  a m o u n t s  a l l o w a b l e  b y  c u r ­

r e n t  I R S  r u l i n g s ,  p r o b a b l y  o n e - f o u r t h  p e r c e n t  o v e r  

t h e  i n t e r e s t  r a t e  o n  t h e  b o n d s .

A f t e r  t h e  g u a r a n t e e / s e c u r i t y  p e r i o d  i s  o v e r ,  a n d  i f  

n o  n e e d  t o  a c t i v a t e  d i s b u r s e m e n t  f r o m  t h e  e s c r o w  w a s  

n e c e s s a r y ,  t h e  s t a t e  w o u l d  r e c e i v e  I t s  p r i n c i p a l  s u m  

b a c k  w i t h  i n t e r e s t  e a r n i n g s  u n d e r  t h e  a g r e e m e n t  t o



T h e  f e a s i b i l i t y  s t u d y  i n d i c a t e s  t h a t  t h e r e  a r e  s u f ­

f i c i e n t  f u n d s  a v a i l a b l e  d u r i n g  t h e  g u a r a n t e e / s e c u r ­

i t y  p e r i o d  t o  a v o i d  a  d r a w  o n  t h e  e s c r o w  a n d  t h a t  

t h e  h o s p i t a l  w i l l  b e  i n  a  g o o d  e n o u g h  f i n a n c i a l  p o ­

s i t i o n  t o  t a k e  o u t  t h e  l o n g - t e r m  f i n a n c i n g  o n  i t s

o w n  a t  t h e  e n d  o f  t h e  g u a r a n t e e / s e c u r i t y  p e r i o d .

I n  s u b s t a n c e ,  t h e  g u a r a n t e e / s e c u r i t y  f u n d s  a r e  t h e  k e y  t o  c o n ­

v i n c i n g  o u t s i d e  i n v e s t o r s  t o  b u y  t h e  a u t h o r i t y ’ s  b o n d s .  W i t h ­

o u t  i t ,  i n v e s t o r s  w o u l d  n o t  f e e l  s e c u r e  e n o u g h : -  I n  o t h e r  

w o r d s ,  t h e  g u a r a n t e e  a l l o w s  A H M C  t o  b r i d g e  t h e  f i n a n c i n g  p e r ­

i o d ,  w h i c h  i t  c o u l d n ' t  o t h e r w i s e ,  b e t w e e n  n o w  a n d  t h e  t i m e  i t  

c a n  s t a n d  o n  i t s  o w n .

T h e r e  i s  a  s u b s i d y  i n  g u a r a n t e e i n g  b o n d s  w h i c h  i s  s i m i l a r  t o  

a  s u b s i d i z e d  l e a n  f o r  t h e  s a m e  p e r i o d .  I n t e r e s t  r a t e  y i e l d  

o n  t h e  e s c r o w  w o u l d  b e  r e s t r i c t e d  t o  o n e - f o u r t h  p e r c e n t  o v e r  * 

t h e  b o n d  i n t e r e s t  r a t e ,  f o r  a  f i v e - y e a r  b o n d  p r e s e n t l y  c a l c u ­

l a t e d  a t  n i n e  p e r c e n t ,  a  n i n e  a n d  o n e - f o u r t h  p e r c e n t  e a r n i n g s  

r a t e .  T h e r e  m a y  b e  w a y s  t o  m i t i g a t e  s o m e  o f  t h i s  s u b s i d y

w h i c h  f i n a n c i a l  a d v i s o r s  a n d  b o n d  c o u n s e l  w i l l  b e  a b l e  t o  d e ­

v e l o p  .

A d v a n t a g e s  a n d  D i s a d v a n t a g e s  o f  R e c o m m e n d a t i o n .

be entered into by ths c o m m i s s i o n e r  a n d  the a u t h o r i t y .



_ n e  p l a n  p r e s e n t e d  h a s  t h e  f o l l o w i n g  a d v a n t a g e s :

1 .  A  s e p a r a t e  t h i r d  p a r t y  g r o u p ,  t h e  A l a s k a  M e d i c a l  

F a c i l i t y  A u t h o r i t y ,  c o m p o s e d  o f  m e m b e r s  o f  t h e  a d ­

m i n i s t r a t i o n  ( 3 )  a n d  m e m b e r s  o f  e a c h  o f  t h e  s t a t e ’ s  

h e a l t h  s y s t e m s  a g e n c i e s  ( 4 )  c o n d u c t  t h e  a c t u a l  f i ­

n a n c i n g  a n d  r e v i e w .  W i t h  t h e  e q u a l  v o t i n g  s t a t u s  

( a t  l e a s t  t w o  c o m m i s s i o n e r s  a n d  t w o  p u b l i c  m e m b e r s  

m u s t  v o t e  i n  t h e  a f f i r m a t i v e  t o  p a s s  a n y  a c t i o n )  

b o t h  t n e  p u b l i c ' s  i n t e r e s t  a n d  e x e c u t i v e / l e g i s l a t i v e  

i n t e r e s t  a r e  b a l a n c e d .

2 .  M a r k e t ,  f i n a n c i a l  a n d  e c o n o m i c  d i s c i p l i n e  i s  m a i n ­

t a i n e d .  E v e n  o u g h  t h e  s e c u r i t y  i s  p r o v i d e d  f o r  a  

p e r i o d  o f  t i m e ,  A H M C  m u s t  k e e p  i t s  h o u s e  i n  o r d e r  

t o  t h e  o u t s i d e  i n v e s t o r s  i i i  o r d e r  t o  c o n t i n u e  t o  

o b t a i n  l o n g - t e r m  f i n a n c i n g .  I n  a  s i m p l e  " l o a n "  s i t ­

u a t i o n ,  t h e  s t a t e  w o u l d  h o l d  t h e  m o r t g a g e ,  a n d  t h e r e  

w o u l d  b e  l e s s  e c o n o m i c  p r e s s u r e .

3 .  O u t s i d e  c a p i t a l  i s  a t t r a c t e d  f o r  u s e  o n  t h e  p r o j e c t .  

T n e  s t a t e ’ s  f u n d s  a r e  " t i e d  u p "  f o r  f i v e  y e a r s  a t  

a r o u n d  9 - 1 / 4  p e r c e n t ,  b u t  w e  s t i l l  h a v e  a  n e t  c a p ­

i t a l  i n f u s i o n  i n t o  t h e  s t a t e  o f  a n  e q u i v a l e n t  s u m  

o f  m o n e y .  T h i s  p r o c e d u r e  i s  s i m i l a r  t o  m e t h o d s  

u r , e d  t o  f i n a n c e  A H F C ,  A I D A ,  t h e  P o w e r  A u t h o r i t y ,

-  4  -



a n d  f i s h  p r o c e s s i n g  l o a n  g u a r a n t i e e s  p a s s e d  l a s t  

v e a r . A  l o a n  a o o r o a c h  w o u l d  u s e  a l l  o u r  o w n  n o n e v  

w i t h  n o  o u t s i d e  c a p i t a l .

I t ' s  n o t  a  s i m p l e  " b a i l - o u t " ;  t h e  w h o l e  p r o c e d u r e  

r e q u i r e s  t h e  h o s p i t a l  t o  m e e t  c u r r e n t  c e r t i f i c a t e -  

o f - n e e d  r e q u i r e m e n t s  i n  o r d e r  t o  e l i c i t  f i n a n c i n g  

a n d  s u b j e c t s  i t  t o  t h e  r i g o r s  o f  c o n t i n u i n g  - m a r k e t  

r e v i e w .  A  l o a n  w o u l d  r e q u i r e  n e i t h e r .

I t  h a s  t h e  f o l l o w i n g  d i s a d v a n t a g e s :

1 .  T h e  b o n d i n g  p r o c e s s  L s  s o m e w h a t  m o r e  c o s t l y  f o r  t h e  

A H M C  b e c a u s e  o f  i s s u e  c o s t s ,  a b o u t  o n e  p e r c e n t .  .

2 .  C u r r e n t  f i v e - y e a r  b o n d s  w o u l d  s e l l  a t  a  n i n e  p e r c e n t  

r ^ t e  w h i c h  i s  l e s s  t h a n  t h e  c u r r e n t  m o r t g a g e  r a t e .

M u n i c i p a l i t y  o f  A n c h o r a g e  I n v o l v e m e n t

O n e  o f  t h e  k e y  i n g r e d i e n t s  t o  a n y  s t a t e  i n v o l v e m e n t  I s  a l s o  

t h a t  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  m a k e  s o m e  c o n t r i b u t i o n  a s  

a  c o m m u n i t y  c o m m i t m e n t .  T h e  l a n d  o n  w h i c h  A H M C  s i t s  i s  o w n e d  

b y  t h e  m u n i c i p a l i t y  a n d  l e a s e d  t o  A H M C . T h e  m u n i c i p a l i t y  

s h o u l d  b e  r e q u i r e d  t o  c o n t r i b u t e  o u t r i g h t  o r  t o  l e a s e  f o r  9 9  

y e a r s  f o r  t h e  s u m  o f  ? 1  t h e  f o l l o w i n g  l a n d :

-  5  -



1 .  t in e . 3 , 7 5  a c r e  p a r c e l  o r  w h i c h  t h e  A H M C  a n d  P O E  e x ­

i s t s  ;

2 .  a  1 . 7  a c r e  p a r c e l  f o r  t h e  p r o p o s e d  a i r  r e s c u e  h e l i ­

p a d .  H e l i c o p t e r  l a n d i n g  f a c i l i t i e s  a r e  i m p o r t a n t  

t o  a  h o s p i t a l  a n d  i t  i s  u n u s u a l  t h a t  A H M C  d o e s  n o t  

h a v e  a n y ; a n d

3 .  a  1 3 . 5  a c r e  p a r c e l  f o r  f u t u r e  e x p a n s i o n  a n d  h o s p i ­

t a l  u s e .  E v e r y  h o s p i t a l  h a s  n e e d  f o r  s u c h  e x p a n ­

s i o n  s p a c e  a n d  n o w  i s  t h e  t i m e  t o  h a v e  i t  s e t  a s i d e .  

P r o v i d e n c e  H o s p i t a l  i n  A n c h o r a g e ,  F a i r b a n k s  M e m o r i a l  

H o s p i t a l ,  B a r t l e t t  M e m o r i a l  i n  J u n e a u ,  a s  w e l l  a s  

o t h e r  s m a l l e r  h o s p i t a l s  a l l  h a v e  s u c h  e x p a n s i o n  

s p a c e  a v a i l a b l e  t o  t h e m .

4
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April 27, 1981

The Honorable Arliss Sturgulewski 
The Alaska State Senate 
State Capitol 
Pouch V
Juneau, Alaska 99811 

Dear Senator Sturgulewski:

V-vr 
. ‘

To assist you and other legislators in evaluating proposed 
legislation in support of The Alaska Hospital and Medical.Center,
I offer the following factual statements:

A. Services Provided by Alaska Hospital

1. Acute inpatient services (Alaska Hospital has 44%
of all licensed acute care beds in Anchorage.) 
a. Cardiac/Intensive Care

Chemical Dependency Treatment 
Medical/Surgical care 
Neonatal intensive care 
Newborn nursery 
Obstetrical care 
Orthopedic care 
Pediatric acute care 
Pediatric intensive' care 
Premature nursery 
Alternative Birthing Center 

Other services
a. Anesthesia
b. Blood bank 

Cancer tumor registry 
Chapliancy services 
Clinical laboratory 
Clinical psychological services "
C.T. Scanner (Head) .
Diabetes counseling"

*b.
c.
d.
e.
f.

g.
h.
i.

j.
*k.

c.
d.
e.

f.

: *9

w m & a k

a ta fe si
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r. Outpatient surgical services
s. Pharmacy services
t. Physical Therapy
u. Pulmonary function lab
v. Radiographic services _
w. Respiratory therapy
x. Social work services
y. Surgical operating rooms with post­

anesthesia recovery room 
z.. U1 trasonography .. „

- yf-vztT:± S^r*.r.

* Denotes a service unique to Alaska Hospital for the State; •

B. Services offered to other organizations, agencies’,’ insti- " -7*
:: tutions: '

Services - - -Agency Agreements

Municipality of Anchorage 
Medical Explorer Scouts

Municipality of Anchorage 
Anchorage Community College

Nakoyia Health Care Center 
Nakoyia Health Care Services 
University of Alaska

Municipality of Anchorage 

Anchorage School District

Muscular,Dystrophy Association

^ _ *- -C . J.. C4""., *V * M • •"
Alaska,Area,Native Health Services

Enterostomal Therapy Services T
Use of facilities & staff to expand 

the exposure of Explorers, to -:.1T 
hospital-based health care. ' 

Municipality/Blood Alcohol Lab Test 
Student experience in Associate " .

Degree Nursing ; ' '
Transfer agreement .z.;-
Dietetic consultation 
Student experience for clinical “

learning Bachelor's Degree, Nursing 
Practical continuing education pro­

gram for emergency medical techni­
cians and paramedics. •

Student experience Career Center, . j ~ 
Emergency Medical Technician and 
Health Occupations-. ..TiSr-i- ’p;*Z£.V7  * 

Clinic for muscular dystrophy and .
related neuromuscular' disorders ̂ 7  ' 

Radiology and Nuclear Medicine
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C. Number of Patients referred to Alaska Hospital from out- 
s'de Anchorage Borough, 1979:

I hope this information is of value to you

Sincerely,

a. A1euti an/Pri bi 1 offs 23
b. Bristol Bay 31
c. Mat-Su Borough 304 ; • _j * '■
d. Kenai-Soldotna 107 4'

e. Homer 16
f. Copper River 13

g. Kodiak . 18
h. Seward 34 ' .
i. Valdez 28

j. Cordova 17 . —

k. Norton Sound 17
1. Yukon-Kuskokwim 55
m. Southeast 21
n. Northern 85
0. Unrecorded 51

P- Out-of-State 64

TOTAL 887

( X A j J l . J - J l j K ,

Ronald A. Pavellas 
Administrator



FISCAL NOTE

I. REQUEST
Bill/Resolution No.cs SENATE BILL NO. 390_____________________________________________________

Title E s t a b l i s h i n g  a m e d i c a l  f a c i l i t i e s  s p e c i a l  bond g ua ra n te e  a c coun t  i n  the A laska  
M ed i c a l  F a c i l i t y  A u t h o r i t y __________________________ Date 5/11/81__________

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E L F T H  L E G I S L A T U R E
CSSB 390(FIn)

I I . F ISCAL DETA IL
Agency Affected D e p a r tm e n t  o f  R e v e n u e _________________________________________________________________________________
Program Category Affected Revenue C o l l e c t i o n  and Management____________________________
BRU, Program, or Subprogram(s) Affected Comm iss ione r ' s  O f f i c e / T r e a s u r y  Management______
(Note: I f more than one budget component is affected, separate iine-item amounts and funding for each 

component in the analysis section.)
EXPEND ITURES (Thousands of  Dollars)

FY  81 FY 8 2 FY 83 FY 84 FY 35 . FY 86
100 PERSONAT. SERV ICES
200 TRAVEL
300 CONTRACTUAL
400 COMMOD IT IES
500 EQU IPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL

F UND ING (Thousands of Dollars)

G ENERA L  FUND
FED ERAL  FUNDS
OTHER  (Specifv Fund Source)

POSITIONS

FULL  T IM E
PART T IM E
TEMPORARY

\

I I I . ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
Establishes a medical facilities bond guarantee account in the Alaska M e d ical Facility 

Authority. The assets of the account may be pledged to guarantee bonds or bond 
anticipation notes of the authority. The account consists of mo n e y  transfered to it 

by the Commissioner of Revenue. Guarantee monies are to be returned to the State 

when the bonds have been retired.

Separate appropriation to be made to the Commissioner of Revenue of monies available 

for transfer (contained in companion b i l l ) . No additional administrative costs 

to department.

IV d \TE I® ,  1981 PREPARED BY Staaclc , T r e a su ry  C om p t r o l l e r
AGENCY  D e p a r tm e n t  o f  R e v e n u e / T r e a s u r y  D i v i s i o n

Original: Legislative Finance PHONE 465-2351__________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 1 2 / 8 0 )



C S S B  3 9 0  ( F I N )

1 )  T h e  A l a s k a  H o s p i t a l  a n d  M e d i c a l  C e n t e r ,  I n c .  o f  

A n c h o r a g e ,  a n  A l a s k a n  n o n - p r o f i t  c o r p o r a t i o n ,  i s  i n  a r r e a r s  

t o  i t s  m o r t g a g e - h o l d e r  a n d  h a s  b e e n  i n  d e f a u l t  f o r  o v e r  

f o u r  y e a ^ s .

2 )  T h e  m o r t g a g e - h o l d e r ,  t h e  A l a s k a  T e a m s t e r  E m p l o y e r  P e n ­

s i o n  T r u s t ,  h a s  c h o s e n  n o t  t o  f o r e c l o s e  u p o n  t h e  h o s p i t a l .

3 )  T h e  U . S .  D e p a r t m e n t  o f  L a b o r  h a s  a l l e g e d  t h a t  t h e  P e n ­

s i o n  T r u s t  h a s  v i o l a t e d  c e r t a i n  p r o v i s i o n s  o f  f e d e r a l  s t a t ­

u t e s  k n o w n  c o l l e c t i v e l y  a s  E R I S A  a n d  m u s t  t h e r e f o r e  d i v e s t  

i t s e l f  o f  t h e  i n v e s t m e n t  i n  t h e  h o s p i t a l ' s  m o r t g a g e .

4 )  T h e  P r o f e s s i o n a l  O f f i c e  B u i l d i n g  w h i c h  i s  a n  i n t e g r a l
p a r t  o f  t h e  m e d i c a l  c e n t e r  c o m p l e x  a n d  o f  w h i c h  t h e  h o s p i t a l  

i s  t h e  d o m i n a n t  p a r t ,  i s  o w n e d  a n d  o p e r a t e d  b y  t h e  T e a m s t e r  

L o c a l  9 5 9  B u i l d i n g  C o r p o r a t i o n ,  a n d  t h e  m o r t g a g e  o n  t h i s

b u i l d i n g  i s  a l s o  h e l d  b y  t h e  A l a s k a  T e a m s t e r  E m p l o y e r  P e n ­

s i o n  T r u s t .

5 )  T h e  U .  S .  D e p a r t m e n t  o f  L a b o r  h a s  a l l e g e d  t h a t  t h e

T r u s t ' s  i n v e s t m e n t  i n  t h e  m o r t g a g e  o f  t h i s  P r o f e s s i o n a l  O f ­

f i c e  B u i l d i n g  v i o l a t e s  t h e  s a m e  s t a t u t e s  k n o v m  a s  E R I S A  a n d  

h a s  d i r e c t e d  t h e  T r u s t  t o  d i v e s t  i t s e l f  a l s o  o f  t h i s  i n v e s t -  

r a e n  t .

6 )  U n l e s s  t h e  A l a s k a  H o s p i t a l  a n d  M e d i c a l  C e n t e r ,  I n c .  c a n  

r e t a i n  t h e  u s e  o f  a n d  o b t a i n  c o n t r o l  o f  t h e  P r o f e s s i o n a l  

O f f i c e  B u i l d i n g ,  t h e  p r e s e n t  a n d  f u t u r e  a b i l i t y  o f  t h e  h o s ­

p i t a l  t o  s e r v e  t h e  c o m m u n i t y  w i l l  b e  s e r i o u s l y  i m p a i r e d .

7 )  T h e  A l a s k a  H o s p i t a l  a n d  M e d i c a l  C e n t e r ,  I n c .  ( f o r m e r l y  

A n c h o r a g e  C o m m u n i t y  H o s p i t a l )  i s  a n  a c u t e - c a r e  c o m m u n i t y  

h o s p i t a l  l i c e n s e d  b y  t h e  S t a t e ,  a n d  i n  t h e  l a s t  1 2  m o n t h s  

h a s  s e r v e d  8 0 0 0  A l a s k a n s .

8 )  T h e  h o s p i t a l  r e c e i v e s  p a t i e n t s  u p o n  r e f e r r a l  f r o m  c o m ­

m u n i t i e s  t h r o u g h o u t  t h e  e n t i r e  S t a t e  o f  A l a s k a .

9 )  T h e  r e s o l u t i o n  o f  t h e  h o s p i t a l ' s  l o n g - t e r m  f i n a n c i n g  

p r o b l e m s  w i l l  a s s u r e  t h e  S t a t e  a n d  i t s  c i t i z e n s  t h a t  t h e  

h o s p i t a l  c a n  c o n t i n u e  t o  s e r v e  t h e  c i t i z e n s  o f  A l a s k a  a n d  

A n c h o r a g e  w i t h  s e r v i c e s  t h a t  a r e  v i t a l  t o  t h e i r  h e a l t h  
a n d  w e l f a r e ,  s o m e  o f  w h i c h  s e r v i c e s  a r e  u n i q u e .

SENATE

L E T T E R  OF INTENT

FOR



Page 2 CSSB 390 continued

1 0 )  T h e  h o s p i t a l  h a s  s u b s t a n t i a l l y  i m p r o v e d  i t s  o p e r a ­

t i o n a l  a n d  f i n a n c i a l  p e r f o r m a n c e  i n  t h e  l a s t  1 8  m o n t h s .

1 1 )  T h e  h o s p i t a l  a n d  t h e  a d j o i n i n g  p r o f e s s i o n a l  b u i l d i n g  

w i l l  b e  a  f i n a n c i a l l y  v i a b l e  e n t i t y  w i t h i n  t h e  n e x t  f i v e  

y e a r s .

B y  a p p r o p r i a t i n g  t h e  s u m  o f  $ 5 5  m i l l i o n  t h e  S t a t e  w i l l  m e e t  

t h e  v i t a l  h e a l t h  c a r e  n e e d s  o f  A l a s k a  a n d  i t s  c i t i z e n s  3 S  

f O 1 l o w s :

1 .  T o  a s s i s t  t h e  A l a s k a  H o s p i t a l  a n d  M e d i c a l  

C e n t e r , .  I n c .  t o  i s s u e ,  i n  a  s a l e  t o  t h e  

g e n e r a l  p u b l i c ,  t a x - e x e m p t  r e v e n u e  b o n d s  

i n  s u f f i c i e n t  a m o u n t  t o  r e s t r u c t u r e  t h e  

l o n g - t e r m  f i n a n c i n g  i n c l u d i n g  r e f i n a n c i n g  

o f  t h e  h o s p i t a l  m o r t g a g e  d e b t  a n d  a r r e a r a g e ,  

a n d  s e c u r i n g  s u f f i c i e n t  c a p i t a l  t o  a s s u r e  

t h e  e q u i t a b l e  p u r c h a s e  o f  t h e  a d j o i n i n g  

p r o f e s s i o n a l  b u i l d i n g .

2 .  T o  p r o v i d e  a  g u a r a n t e e  t o  p r o s p e c t i v e  b o n d  

p u r c h a s e r s  t h a t  t h e r e  c a n  b e  n o  d e f a u l t  o n  

b o n d s  p u r c h a s e d  b y  t h e m  t o  r e f i n a n c e  t h e  

h o s p i t a l  a n d  p r o f e s s i o n a l  b u i l d i n g .

3 .  T o  p r o v i d e  a  p e r i o d  o f  f i v e  y e a r s  i n  w h i c h  
t h e  h o s p i t a l  c o r p o r a t i o n  c a n  b u i l d  s u f f i c i e n t  

f i n a n c i a l  s t r e n g t h  t o  i s s u e  n e w  b o n d s  w i t h  

w h i c h  t o  r e l i e v e  t h e  S t a t e  o f  A l a s k a  o f  t h e  

o b l i g a t i o n  i t  n o w  u n d e r t a k e s  b y  t h e  p a s s a g e  

o f  t h : s  l e g i s l a t i o n .



A la s k a  S t a t s  l e g i s l a t u r e

C o m m i t t e e  on j i n a n c c

S e n  S i t e

Poach V  
State Capitol 

Juneau, Alaska 99811Official Buainese

T h e  S e n a t e  F i n a n c e  C o m m i t t e e  h a s  c o n s i d e r e d  S B  3 9 0  a n d  

f i n d s  t h a t :

1 . )  T h e  A l a s k a  H o s p i t a l  a n d  M e d i c a l  C e n t e r ,  I n c .  o f  A n c h ­

o r a g e ,  a n  A l a s k a n  n o n - p r o f i t  c o r p o r a t i o n ,  i s  i n  a r r e a r s  t o  

i t s  m o r t g a g e - h o l d e r  a n d  h a s  b e e n  i n  d e f a u l t  f o r  o v e r  f o u r  

y e a r s .

2 . )  T h e  m o r t g a g e - h o l d e r ,  t h e  A l a s k a  T e a m s t e r  E m p l o y e r  

P e n s i o n  T r u s t ,  h a s  c h o s e n  n o t  t o  f o r e c l o s e  u p o n  t h e  h o s p i t a l .

3 . )  T h e  U . S .  D e p a r t m e n t  o f  L a b o r  h a s  a l l e g e d  t h a t :  t h e  

P e n s i o n  T r u s t  h a s  v i o l a t e d  c e r t a i n  p r o v i s i o n s  o f  f e d e r a l  

s t a t u t e s  k n o w n  c o l l e c t i v e l y  a s  E R I S A  a n d  m u s t  t h e r e f o r e  

d i v e s t  i t s e l f  o f  t h e  i n v e s t m e n t  i n  t h e  h o s p i t a l * s  m o r t g a g e .

4 . )  T h e  P r o f e s s i o n a l  O f f i c e  B u i l d i n g  w h i c h  i s  a n  i n t e g r a l  

p a r t  o f  t h e  m e d i c a l  c e n t e r  c o m p l e x  a n d  o f  w h i c h  t h e  h o s p i t a l  

i s  t h e  d o m i n a n t  p a r t ,  i s  o w n e d  a n d  o p e r a t e d  b y  t h e  T e a m s t e r  

L o c a l  9 5 9  B u i l d i n g  C o r p o r a t i o n ,  a n d  t h e  m o r t g a g e  o n  t h i s  

b u i l d i n g  i s  a l s o  h e l d  b y  t h e  A l a s k a  T e a m s t e r  E m p l o y e r  P e n s i o n  

T r u s t .

5 . )  T h e  U . S .  D e p a r t m e n t  o f  L a b o r  h a s  a l l e g e d  t h a t  t h e  

T r u s t s ' s  i n v e s t m e n t  i n  t h e  m o r t g a g e  o f  t h i s  P r o f e s s i o n a l  

O f f i c e  B u i l d i n g  v i o l a t e s  t h e  s a m e  s t a t u t e s  k n o w n  a s  E R I S A  

a n d  h a s  d i r e c t e d  t h e  T r u s t  t o  d i v e s t  i t s e l f  a l s o  o f  t h i s  

i n v e s t m e n t .

6 . )  U n l e s s  t h e  A l a s k a  H o s p i t a l  a n d  M e d i c a l  C e n t e r ,  I n c .

c a n  r e t a i n  t h e  u s e  o f  a n d  o b t a i n  c o n t r o l  o f  t h e  P r o f e s s i o n a l  

O f f i c e  B u i l d i n g ,  t h e  p r e s e n t  a n d  f u t u r e  a b i l i t y  o f  t h e  

h o s p i t a l  t o  s e r v e  t h e  c o m m u n i t y  w i l l  b e  s e r i o u s l y  i m p a i r e d .

7 . )  T h e  A l a s k a  H o s p i t a l  a n d  M e d i c a l  C e n t e r ,  I n c .  ( f o r m e r l y  

A n c h o r a g e  C o m m u n i t y  H o s p i t a l )  i s  a n  a c u t e - c a r e  c o m m u i i i t y  

h o s p i t a l  l i c e n s e d  b y  t h e  S t a t e ,  a n d  i n  t h e  l a s t  1 2  m o n t h s  

h a s  s e r v e d  8 0 0 0  A l a s k a n s .

8 . )  T h e  h o s p i t a l  r e c e i v e s  p a t i e n t s  u p o n  r e f e r r a l  f r o m  

c o m m u n i t i e s  t h r o u g h o u t  t h e  e n t i r e  S t a t e  o f  A l a s l c a .

9 . )  T h e  r e s o l u t i o n  o f  t h e  h o s p i t a l ' s  l o n g - t e r m  f i n a n c i n g  

p r o b l e m s  w i l l  a s s u r e  t h e - S t a t e  a n d  i t s  c i t i z e n s  t h a t  t h e



hospital car. continue cc serve c'ne citizens of A l a s k a  anc 
Anchorage w i t h  services that are vi tal to their h e a l t h  a n d  
welfare, some of which servtces are unique.

1 0 . )  T h e  h o s p i t a l  h a s  s u b s t a n t i a l l y  i m p r o v e d  i t s  o p e r a t i o n a l  

a n d  f i n a n c i a l  p e r f o r m a n c e  i n  t h e  l a s t  1 8  m o n t h s .

1 1 . )  T h e  h o s p i t a l  a n d  t h e  a d j o i n i n g  o r o f e s s i o n a l  b u i l d i n g  

w i l l  b e  a  f i n a n c i a l l y  v i a b l e  e n t i t y  w i t h i n  t h e  n e t t  r i v e  

y e a r s .

B y  a p p r o p r i a t i n g  t h e  s u m  o f  $ 5 5  m i l l i o n  t h e  S t a t e  w i l l  

m e e t  t h e  v i t a l  h e a l t h  c a r e  n e e d s  o f  A l a s k a  a n d  i t s  c i t i z e n s  

a s  f o l l o w s :

1 .  T o  a s s i s t  t h e  A l a s k a  H o s p i t a l  a n d  M e d i c a l  C e n t e r ,  

I n c .  t o  i s s u e ,  i n  a  s a l e  t o  t h e  g e n e r a l  p u b l i c ,  

t a x - e x e m p t  r e v e n u e  b o n d s  i n  s u f f i c i e n t  a m o u n t  t o  

r e s t r u c t u r e  t h e  l o n g - t e r m  f i n a n c i n g  i n c l u d i n g  

r e f i n a n c i n g  o f  t h e  h o s p i t a l  m o r t g a g e  d e b t  a n d  

a r r e a r a g e ,  a n d  s e c u r i n g  s u f f i c i e n t :  c a p i t a l  t o  

a s s u r e  t h e  e q u i t a b l e  p u r c h a s e  o f  t h e  a d j o i n i n g  

p r o f e s s i o n a l  b u i l d i n g .

2 .  T o  p r o v i d e  a  g u a r a n t e e  t o  p r o s p e c t i v e  b o n d  

p u r c h a s e r s  t h a t  t h e r e  c a n  b e  n o  d e f a u l t  o n  b o n d s  

p u r c h a s e d  b y  t h e m  t o  r e f i n a n c e  t h e  h o s p i t a l  a n d  

p r o f e s s i o n a l  b u i l d i n g .

3 .  T o  p r o v i d e  a  p e r i o d  o f  f i v e  y e a r s  i n  w h i c h  t h e  

h o s p i t a l  c o r p o r a t i o n  c a n  b u i l c  s u f f i c i e n t  f i n a n c i a l  

s t r e n g t h  t o  i s s u e  n e w  b o n d s  w i t h  w h i c h  t o  x e l i e v e  

t h e  S t a t e  o f  A l a s k a  o f  t h e  o b l i g a t i o n  i t  n e w  

u n d e r t a k e s  b y  t h e  p a s s a g e  o f  t h i s  l e g i s l a t i o n .

A c c o r d i n g l y ,  t h e  c o m m i t t e e  h a s  p r e p a r e d  a  c o m m i t t e e  s u b s t i t u t e  

f o r  S B  3 9 0  t o  a c c o m p l i s h  t h e s e  g o a l s .





B o a r d  of T r u s t e e s  
T h e  A l a s k a  H o s p i t a l  and 
M e d i c a l  C e n t e r ,  Inc. 

A n c h o r a g e ,  A l a s k a

We h a v e  c o m p l e t e d  the  e c o n o m i c  f e a s i b i l i t y  s t u d y  i n c l u d­
ing the e n c l o s e d  f i n a n c i a l  p r o j e c t i o n s  for The A l a s k a  H o s p i t a l  and 
M e d i c a l  C e n te r , Inc. (the " H o s p i t a l " )  to e s t i m a t e  the p o t e n t i a l  of 
the H o s p i t a l  to m e e t  the d e b t  s e r v i c e  and o t h e r  f i n a n c i a l  r e q u i r e­
me n t s  in c o n n e c t i o n  w i t h  the H o s p i t a l  R e v e n u e  B o nd s , S e r i e s  of 
1981 (the " S e r i e s  1981 B o n d s" )  in the p r i n c i p a l  a m o u n t  o f  a p p r o x i­
m a t e l y  $ 5 5 , 4 0 0 , 0 0 0  d a t e d  J u l y  1, 1981 to be i s s u e d  by the A l a s k a  
M e d i c a l  F a c i l i t i e s  A u t h o r i t y  on o r  a b o u t  J u l y  1, 1981. T h e  S e r i e s  
1981 B o n d s  w i ll  be g u a r a n t e e d  by  the S t a t e  of A l a s k a .  T h e  p r o c e e d s  
of the Ser ies 1981 B o n d s  t o g e t h e r  w i t h  H o s p i t a l  f u n d s  w il l  be u t i l i z e d  
to r e t i r e  e x i s t i n g  debt , to p u r c h a s e  the a d j o i n i n g  p r o f e s s i o n a l  
o f f i c e  b u i l d i n g ,  to p r o v i d e  f u n d s  for c a p i t a l  p r o j e c t s ,  to p r o v i d e  
f un ds  for w o r k i n g  c a p i t a l  and to p a y  the c o s t s  of  is s u an c e.

I n c o r p o r a t e d  w i t h i n  the s t u d y  are a r e v i e w  of the d e m a n d  
for a c u t e - c a r e  h o s p i t a l  s e r v i c e s  in the H o s p i t a l ' s  s e r v i c e  area, p r o­
jected s t a t e m e n t s  of r e v e n u e s  and e x pe n s e s ,  ca sh  f l o w  and fu n d 
b a l a n c e s  of the H o s p i t a l  for e a c h  of the y e a r s  e n d i n g  D e c e m b e r  31,
1981 t h r o u g h  1986, a nd  p r o j e c t e d  b a l a n c e  s h e e t s  of t h e  H o s p i t a l  as 
of  D e c e m b e r  31, 1981 t h r o u g h  1986.

D u r i n g  o u r  study, we d i s c u s s e d  c u r r e n t  and f u t u r e  d e m a n d  
for i n p a t i e n t  and a m b u l a t o r y  a c u t e - c a r e  h o s p i t a l  s e r v i c e s  in the 
H o s p i t a l ' s  s e r v i c e  a r e a  w i t h  r e p r e s e n t a t i v e s  of c '/eminent, r e g u l a­
tory ag e nc ie s,  p h y s i c i a n s  and r e p r e s e n t a t i v e s  o f  the H o s p i t a l .  W e  
r e v i e w e d  e c o n o m i c  and d e m o g r a p h i c  c h a r a c t e r i s t i c s  of  the H o s p i t a l ' s  
s e r v i c e  are a and the s t a t u s  o f  s u r r o u n d i n g  h o s p i t a l  f a c i l i t i e s .
B a s e d  o n  these d i s c u s s i o n s  and review, the p a t i e n t  s e r v i c e  a r e a  was 
d e f i n e d  and f u t u r e  u t i l i z a t i o n  l e v e l s  for the H o s p i t a l  w e r e  p r o j e c t e d ,
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W e  did not  a s c e r t a i n  the legal and r e g u l a t o r y  r e q u i r e­
men t s  a p p l i c a b l e  to this p r o j e c t ,  i n c l u d i n g  z o n i n g  and o t h e r  s t a t e  
'and local g o v e r n m e n t  r e g u l a t i o n s ,  p e r m i t s  and l i c e n s e s .  Fu rt he r , 
no e f f o r t  has b e e n  m a d e  to d e t e r m i n e  the p o s s i b l e  e f f e c t  on thi s 
p r o j e c t  of p r e s e n t  or f u t u r e  F e de r a l ,  S t a t e  or local l e g i s l a t i o n  
i n c l u d i n g  any e n v i r o n m e n t a l  or e c o l o g i c a l  m a t t e r s  or i n t e r p r e t a­
tio n s  ther eo f.

T h e  s t ud y,  i n c l u d i n g  t he a c c o m p a n y i n g  f i n a n c i a l  p r o j e c­
tions, is ba s ed  o n  e s t i m a t e s ,  a s s u m p t i o n s ,  f o r e c a s t s  and m a t e r i a l  
d e v e l o p e d  f r o m  e x a m i n i n g  i n f o r m a t i o n  c o n c e r n i n g  the H o s p i t a l ' s  
s e r v i c e  area, r e v i e w i n g  a v a i l a b l e  i n f o r m a t i o n  a b o u t  the h e a l t h  ca re 
in du s tr y , m e e t i n g s  w i t h  m e m b e r s  of the H o s p i t a l ' s  m a n g e m e n t ,  i n t e r­
vi e w s  w i t h  its M e d i c a l  St af f  and r e v i e w i n g  o t h e r  i n f o r m a t i o n  a v a i l­
able to us as of M a r c h  14, 1981, the b as e s of w h i c h  a re  set 
f o r t h  in the a c c o m p a n y i n g  stu dy .

T h e  a s s u m p t i o n s ,  r a t i o n a l e  and c o n c l u s i o n s  d e t a i l e d  in 
the a c c o m p a n y i n g  s t u d y  s e r v e  as a r e a s o n a b l e  b a s i s  for the p r e p a r a­
tion of the p r o j e c t e d  f i n a n c i a l  s t a t e m e n t s .  T h e s e  a s s u m p t i o n s ,  
r a t i o n a l e  and c o n c l u s i o n s  are b a s e d  on p r e s e n t  c i r c u m s t a n c e s  and 
i n f o r m a t i o n  c u r r e n t l y  a v a i l a b l e  and w e r e  r e v i e w e d  and a p p r o v e d  by 
m e m b e r s  of the H o s p i t a l ' s  m a n a g e m e n t .  W e  e v a l u a t e d  s u c h  i n f o r m a t i o n  
as w e  c o n s i d e r e d  a p p r o p r i a t e  d u r i n g  the c o u r s e  of th is  e n g a g e m e n t ,  
and we b e l i e v e  tha t th e  a s s u m p t i o n s  and r a t i o n a l e  u n d e r l y i n g  the 
p r o j e c t e d  f i n a n c i a l  s t a t e m e n t s  are s i g n i f i c a n t  and r e a s o n a b l e  for 
the p u r p o s e s  of t h e s e  f i n a n c i a l  p r o j e c t i o n s .

B a s e d  u p o n  the a s s u m p t i o n s ,  e s t i m a t e s  and f o r e c a s t s  
u t i l i z e d  for p u r p o s e s  of th is  st ud y,  the p r o j e c t e d  r e s u l t s  i n d i c a t e  
t ha t  the H o s p i t a l  w i l l  be ab l e to g e n e r a t e  s u f f i c i e n t  c a s h  f l o w  
d u r i n g  the p r o j e c t i o n  p e r i o d  to meet, for s uc h  p r o j e c t i o n  p e r i o d ,  
its o p e r a t i n g  e x p e n s e s  and w o r k i n g  c a p i t a l  needs, and the d e b t  s e r v­
ice r e q u i r e m e n t s  on the c o n t e m p l a t e d  S e ri es  1981 Bonds.

S i n c e  the p r o j e c t i o n s  are ba s ed  on a s s u m p t i o n s ,  e s t i m a t e s  
and f o r e c a s t s  w h i c h  are i n h e r e n t l y  s u b j e c t  to u n c e r t a i n t y  and v a r i a­
tion d e p e n d i n g  u p o n  e v o l v i n g  e v e n ts ,  we do not r s p r e s e n t  t h e m  as r e­
sul t s  that wil l a c t u a l l y  be a c h i e v e d .

T h e  t erms of this e n g a g e m e n t  are su c h  that we h a v e  no 
o b l i g a t i o n  to u p d a t e  or r e v i s e  this s t u d y  or the p r o j e c t e d  f i n a n c i a l  
r e s u l t s  in the e v e n t  o f  any i n v a l i d a t i o n  of o u r  a s s u m p t i o n s ,  e s t i m a t e s  
and f o r e c a s t s  or o t h e r  b a s e s  of our p r o j e c t i o n s ,  r e s u l t i n g  f r o m  even t s , 
t r a n s a c t i o n s ,  or any o t h e r  o c c u r r e n c e  s u b s e q u e n t  to M a r c h  14, 1981.

M a r c h  14, 1981
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BACKGROUND INFORMATION

T h i s  s e c t i o n  c o n t a i n s  a b r i e f  h i s t o r y  o f  the A l a s k a  H o s p i­
tal and  M e d i c a l  C e n t e r ,  Inc. (the " H o s p i t a l " ) ,  a d e s c r i p t i o n  of the 
H o s p i t a l ' s  e x i s t i n g  f a c i l i t i e s  a n d  s e r v i c e s ,  a p r o f i l e  of the H o s p i­
tal ' s  B o a r d  of T r u s t e e s  a nd  A d m i n i s t r a t i v e  staff,  and an a n a l y s i s  of 
the H o s p i t a l ' s  M e d i c a l  S t a f f .

H I S T O R Y  O F  T H E  H O S P I T A L

T h e  H o s p i t a l  is a 1 5 4 - u e d ,  n o t - f o r - p r o f i t ,  a c u t e - c a r e  
f a c i l i t y .  In a d d i t i o n  to t h e  1 5 4 - b e d  a c u t e - c a r e  b e d s  t h e  H o s p i t a l  is 
l i c e n s e d  t o  o p e r a t e  a 21 b e d  c h e m i c a l  d e p e n d e n c y  u nit. T h e  p r e s e n t  
H o s p i t a l  r e p r e s e n t s  a r e p l a c e m e n t  f a c i l i t y  f o r  the A n c h o r a g e  C o m m u n i t y  
H o s p i t a l .

T h e  H o s p i t a l  is l i c e n s e d  by t he  A l a s k a  D e p a r t m e n t  of H e a l t h  
a n d  S o c i a l  S e r v i c e s  and r e c e i v e d  n o t i c e  in N o v e m b e r  1979 f r o m  the J o i n t  
C o m m i s s i o n  on A c c r e d i t a t i o n  of H o s p i t a l s  of t w o  a d d i t i o n a l  y e a r s  of 
a c c r e d i t a t i o n .  T h e  H o s p i t a l  m e e t s  th e  r e q u i r e m e n t s  f o r  p a r t i c i p a t i o n
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' i n  the M e d i c a r e  and M e d i c a i d  P r o g r a m s .  T h e  H o s p i t a l  is a m e m b e r  of 
t he  A m e r i c a n  H o s p i t a l  A s s o c i a t i o n ,  the A s s o c i a t i o n  of W e s t e r n  H o s p i­
tals, and the A l a s k a  S t a t e  H o s p i t a l  A s s o c i a t i o n .

T h e  A n c h o r a g e  C o m m u n i t y  H o s p i t a l  w a s  f o u n d e d  in 1963  as 
a 4 5 - b e d  a c u t e - c a r e  h o s p i t a l .  The f a c i l i t y  w a s  l o c at e d at 825 L 
S t r e e t  in A n c h o r a g e ,  A l a s k a .  In 1970 the A n c h o r a g e  C o m m u n i t y  H o s p i t a l  
e x p a n d e d  to 85 a c u t e - c a r e  beds. Up on the c o m p l e t i o n  of the a d d i t i o n a l  
b e d s  A n c h o r a g e  C o m m u n i t y  H o s p i t a l  o f f e r e d  a full r a n g e  of h e a l t h  
s e r v i c e s ,  i n c l u d i n g  s p e c i a l  care, g e n e r a l  m e d i c a l ,  s u r g i c a l ,  p e d i a t r i c ,  
o b s t e t r i c a l  and g y n e c o l o g i c a l  s e r v i c e s .

In 1973 t he  A n c h o r a g e  C o m m u n i t y  H o s p i t a l  c o n c l u d e d  that 
the h o s p i t a l  f a c i l i t y  w a s  not a d e q u a t e  to m e e t  the f u t u r e  n e e d s  o f  
the C o m m u n i t y .  C o n s t r u c t i o n  o f  the p r e s e n t  f a c i l i t y  w as  b e g u n  in 
1974 and in 197 6 the p r e s e n t  H o s p i t a l  f a c i l i t y  w as o c c u p i e d .  The 
e x i s t i n g  A n c h o r a g e  C o m m u n i t y  H o s p i t a l  w a s  c l o s e d  and all h o s p i t a l  
o p e r a t i o n s  w e r e  t r a n s f e r r e d  t o  T h e  A l a s k a  H o s p i t a l  and M e d i c a l  C e n t e r ' s  
n e w  f ac i li t y.

H I S T O R Y  OF T H E  E X I S T I N G  F A C I L I T Y

T h e  n e w  H o s p i t a l  f a c i l i t y  was o c c u p i e d  in late O c t o b e r  
1976. The f a c i l i t y  is a s e v e n - s t o r y  s t r u c t u r e  l o c a t e d  on  a p p r o x i­
m a t e l y  n i n e  a c r e s  o f  land at D e B a r r  R o a d  and A i r p o r t  H e i g h t s  Road, 
A n c h o r a g e ,  A l a s k a .  T h e  H o s p i t a l  is built a d j a c e n t  to and c o n n e c t e d  
w i t h  an i n d e p e n d e n t l y  m a n a g e d  and f i n a n c e d  P r o f e s s i o n a l  O f f i c e  B u i l d­
ing.

T h e  H o s p i t a l ' s  a n c i l l a r y  d e p a r t m e n t s ,  s u r g i c a l  and d e l i v­
ery su it es ,  e m e r g e n c y  room, and c e r t a i n  of the a d m i n i s t r a t i v e  o f f i c e s  
are l o c a t e d  o n  the f i r s t  and s e c o n d  f l o o r s  of the f a c i li t y.  T h e  
u p p e r  five f l o o r s  o f  the f a c i l i t y  c o n t a i n  p r i v a t e  and s e m i - p r i v a t e  
p a t i e n t  rooms, the i n t e n s i v e  and c o r o n a r y  ca r e unit, p e d i a t r i c  and 
n u r s e r y  f a c i l i t i e s ,  the c h e m i c a l  d e p e n d e n c y  u ni t and a d m i n i s t r a t i v e  
o f f i c e s .

T h e  P r o f e s s i o n a l  O f f i c e  B u i l d i n g  is a f i v e - s t o r y  s t r u c t u r e  
c o n n e c t e d  to the H o s p i t a l  by c o r r i d o r s  on che first th re e levels.
T h e  P r o f e s s i o n a l  O f f i c e  B u i l d i n g  is o w n e d  b y  the A l a s k a  T e a m s t e r s  L o ca l 
979. T h e  b u i l d i n g  is o c c u p i e d  by p r i v a t e  p h y s i c i a n s  and c e r t a i n  
a d m i n i s t r a t i v e  d e p a r t m e n t s  of the H o s p i t a l ,  w h i c h  l e a s e s  1 1 , 5 5 5  s q u a r e  
fe et of the t c c a l  7 8 , 3 0 0  s q u a r e  fe e t of  l e a s a b l e  s p a c e  in the b u i l d i n g .

T h e r e  a re  a p p r o x i m a t e l y  650 p a r k i n g  s p a c e s  a v a i l a b l e  for 
use by H o s p i t a l  p e r s o n n e l  and v i s i t o r s  and 210 p a r k i n g  s p a c e s  a v a i l a b l e  
at the P r o f e s s i o n a l  O f f i c e  B u i l d in g.
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.BOARD OF TRUSTEES

T h e  A l a s k a  H o s p i t a l  and M e d i c a l  C e n t e r ,  Inc. is o r g a n i z e d  
as a n o t - f o r - p r o f i t  c o r p o r a t i o n  g o v e r n e d  by a B o a r d  of T r u s t e e s .  The 
H o s p i t a l ' s  B o a r d  of T r u s t e e s  is c o m p r i s e d  of five m e m b e r s .  T h e  B o a r d  
of T r u s t e e s  is v e s t e d  w i t h  the a d m i n i s t r a t i v e  p o w e r  of  the H o s p i t a l  
and has the a u t h o r i t y  and r e s p o n s i b i l i t y  to m a n a g e  and c o n t r o l  the 
p r o p e r t y ,  b u s i n e s s ,  f un ds  and a f f a i r s  o f  the H o s p i t a l .  M e m b e r s  of the 
B o a r d  of  T r u s t e e s  are e l e c t e d  for a t e r m  of 1 year.

T he p r e s e n t  m e m b e r s  of  the H o s p i t a l ' s  B o a r d  of T r u s t e e s  
are as follo ws :

R a y  L. S n i t el , P r e s i d e n t  
J a c k  B e n t l e y ,  V i c e  P r e s i d e n t  
W i l l i a m  H. Ivy, M.D., S e c r e t a r y  
V e r n o n  Cat es , M.D.
E m m i t t  W i l s o n

A D M I N I S T R A T I V E  S T A F F

T h e  B o a r d  of T r u s t e e s  a p p o i n t s  an a d m i n i s t r a t o r  of the 
H os p i t a l .  T h e  a d m i n i s t r a t o r  has the a u t h o r i t y  and r e s p o n s i b i l i t y  to 
m a n a g e  all of the d e p a r t m e n t s  and a c t i v i t i e s  of  the H o s p i t a l .  O t h e r  
m e m b e r s  of the H o s p i t a l ' s  m a n a g e m e n t  g r o u p  i n c l u d e  fo u r  A s s i s t a n t  
A d m i n i s t r a t o r s .  T h e  A s s i s t a n t  A d m i n i s t r a t o r s  are r e s p o n s i b l e  for 
p a t i e n t  care s e r v i c e s ,  a n c i l l a r y  s e r v i c e s ,  g e n e r a l  s e r v i c e s  and f i n a n­
cial se r v ic e s.

F A C I L I T I E S

T h e  H o s p i t a l  c o n t a i n s  and is l i c e n s e d  to o p e r a t e  154 a c u t e -  
care b ed s  and 21 c h e m i c a l  d e p e n d e n c y  beds. O n l y  18 of the l i c e n s e d  
21 c h e m i c a l  d e p e n d e n c y  beds  are p r e s e n t l y  b e i n g  o p e r a t e d .  T h e  d i s t r i­
but i o n  of the H o s p i t a l ' s  beds, by  s e r v i c e ,  is s h o w n  o n  the f o l l o w i n g  
p a g e .

T HE  P R O J E C T

T h e  p r o j e c t  (the "P ro j e c t " )  i n c l u d e s  the r e f i n a n c i n g  of  
e x i s t i n g  debt, the a c q u i s i t i o n  of t h e  P r o f e s s i o n a l  O f f i c e  B u i l d i n g  
and the e x p a n s i o n  of the c h e m i c a l  d e p e n d e n c y  u n i t  fro m 21 to 36 beds.

DRAFT AS Or /  f f/ 4  fL  - $ / ____________________
TO 3E USED ONLY FOR MANAGEMENT DISCUSSION PURPOIES; 

ENGAGEMENT IS INCOMPLETE; THIS DRAFT IS SUBJECT 10 

FINAL REVIEW AND P0S3I3L3 REVISION.



BACKGROUND INFORMATION

T h e  A l a s k a  H o s p i t a l  and M e d i c a l  C e n t e r ,  Inc.

_____________ L i c e n s e d  Bed C o m p l e m e n t __________________________

A f t e r
S e r v i c e  E x i s t i n g  Proj ect

A d u l t  m e d i c a l  21 21
A d o l e s c e n t  8 8
P e d i a t r i c  14 14
O b s t e t r i c s  15 15
S u r g i c a l / o r t h o p e d i c s  _ 78 78
C r i t i c a l  c a r e  18 18

S u b t o t a l  154 154

C h e m i c a l  d e p e n d e n c y  21 36

175 190

N u r s e r y  b a s s i n e t s  21 21

N e o n a t a l  I n t e n s i v e  C a r e  6 6

Sou rc e : The A l a s k a  H o s p i t a l  and M e d i c a l  C e n t er ,  Inc.
M a r c h  1981.

H O S P I T A L  S E R V I C E S

Th e H o s p i t a l  p r o v i d e s  
the f o l l o w i n g  p a t i e n t  s e r v i c e s :

A n e s t h e s i a  s e r v i c e s  
P o s t o p e r a t i v e  r e c o v e r y  
I n t e n s i v e  c a r e / c a r d i a c  care unit 
P h a r m a c y  w i t h  f u l l - t i m e  r e g i s t e r e d  
p h a r m a c i s t  

D i a g n o s t i c  x - r a y  
M a m m o g r a p h y
N u c l e a r  M e d i c i n e - d i a g n o s t i c  
B l o o d  B a n k  
F o r e n s i c  l a b o r a t o r y  
H i s t o p a t h o l o g y  l a b o r a t o r y  
E l e c t r o e n c e p h a l o g r a p h y  
U l t r a s o n o g r a p h y
R e s p i r a t o r y  t h e r a p y  d e p a r t m e n t  
P u l m o n a r y  f u n c t i o n  l a b o r a t o r y  
CT S c a n n e r - h e a d  unit

and e x p e c t s  to c o n t i n u e  to p r o v i d e

P e d i a t r i c  un i t 
C a n c e r  t u m o r  r e g i s t r y  
H e m o d  i a l y s i s - i n p a t i e n t  
P h y s i c a l  t h e r a p y  d e p a r t m e n t  
O r g a n i z e d  o u t p a t i e n t  d e p a r t­
men t

E m e r g e n c y  d e p a r t m e n t  
S o c i a l  w o r k  d e p a r t m e n t  
A b o r t i o n  s e r v i c e - i n p a t i e n t  
P e d i a t r i c  un it 
S u r g e r y
O b s t e t r i c a l  un i t  
A l t e r n a t i v e  b i r t h i n g  c e n t e r  
C h e m i c a l  d e p e n d e n c y  unit 
C l i n i c a l  p s y c h o l o g y  s e r v i c e s  
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..BACKGROUND INFORMATION

M E D I C A L  S T A F F

T h e  H o s p i t a l  is an o p e n  s t a f f  h o s p i t a l  w i t h  e v e r y  q u a l i f i e d  
and l i c e n s e d  p h y s i c i a n  and d e n t i s t  b e i n g  e l i g i b l e  to a p p l y  for m e d i c a l  
s t a f f  m e m b e r s h i p .  A s  c f  O c t o b e r  31, 1980 t h e r e  w e r e  2 2 2  m e m b e r s  of 
the m e d i c a l  a nd  d e n t a l  st af f. T h e  m e d i c a l  s t a f f  is c o m p r i s e d  o f  48 
a c t i v e  s t a t u s  m e m b e r s ,  27 a s s o c i a t e  s t a t u s  m e m b e r s ,  144 c o u r t e s y  
s t a t u s  m e m b e r s ,  two s t a f f  m e m b e r s  w i t h  a t e m p o r a r y  s t a t u s  a p p o i n t m e n t  
and o n e  m e m b e r  w i t h  h o n o r a r y  st at us .

O v e r  58 p e r c e n t  o f  th e  a c t i v e  m e d i c a l  s t a f f  . are b o a r d  
c e r t i f i e d  in a s p e c i a l t y  m e d i c a l  ar ea . O v e r  18 p e r c e n t  of the a c t i v e  
s t a f f  tha t are n ot  b o a r d  c e r t i f i e d  h a v e  i n d i c a t e d  t h a t  t h e y  are b o a r d  
e l i g i b l e .  C e r t i f i c a t i o n  b y  a m e d i c a l  s p e c i a l t y  b o a r d  is e v i d e n c e  
t ha t  a p h y s i c i a n  h a s  p a r t i c i p a t e d  in p r o g r a m s  o f  g r a d u a t e  m e d i c a l  
e d u c a t i o n  b a s e d  u p o n  h i g h  m e d i c a l  s t a n d a r d s ,  h a s  a c q u i r e d  c o m p e t e n c y  
in a m e d i c a l  s p e c i a l t y  and h a s  d e m o n s t r a t e d  p r o f i c i e n c y  by p a s s i n g  
n a t i o n a l  e x a m i n a t i o n s  for t h a t  s p e c i a l t y .
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Act 1ve

A n e s t h e s  i o l o g y

D e n t i s t r y
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