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Section 10-12 - This section of the bill also makes minor technical and clarifying
amendments to AS 44.88.540, 44.88.550(a), and 44.88.560 oonsiatent with the
other changes to the business assistance program made under the bill.

sections 13-15- Modifications To Statutory Definition™-

Section 13- Amends AS 44.88.900(3) to dartty that energy related projects may
qualify for AIDEA's development finance program.

Section 14- Amends AS 44.88.900(7) to clarify the definition of loan participation.

Section 18& AmendsAS 44.88.900(0) to eliminate a reference to "'small enterprise %
from the definition of "project.”” Currently. AIDEA projects may include several

different type* of businese activities. Under current law, one such type of business

activity is a "commercial activity conducted by a small enterprise-" Except for

references in the definition sections of AIDEA’s statutes, no farther reference Is

made to a "small enterprise.” The bM amends the definition of a project to eliminate

the reference to "small enterprise.” The bill does not modify any of the other

requirements affecting AIDEA’s ability to enter into projects.

Section 16- Repealers

AS 44.88.500(b), 44.88.542 and 44.88.599(1) are repealed to be consistent with the
elimination of the business assistance fund under section 7 of the bill.

AS 44.88.900(14), the definition of "small enterprise™ is repealed to be consistent

CSHBS26(LAC)
Sectional Analysis

rws



with section 15 of the hill.

Section 17(11-RepealofCertain Bonding Authority-

Seotion 17(1) repeals oertain legislative authorization for AIDEA to Issue bonds for
projects which no longer require AIDEA financing. This section repeals legislative
authorization for AIDEA to issue $40,000,000 In bonds related to aircraft fueling
facilities at Anchorage International Airport The involved airlines self financed the
facilities. In addition, this section repeals legislative authortaticn for AIDEA to issue
$50,000,000 in bonds for the Midrex facility originally proposed for Point McKenzie.
If the project proceeds it will not be developed at Point McKenzie.

Background. Although no bonds art Issued and none are Intended to be issued
with respect to the AIA fueling faoilitiee and the Midl€X facilities, the existing
legislative authorization must be reported in AIDEA's official statement for each
AIDEA bond i66ue. Legislative authorization for project* that are not proceeding
creates confusion on the part of potential bond investors. The bill would eliminate-
the unneeded bonding authority and therefore eliminate the official statement

reporting requirement

Section 17 (2\-RepeelofBusiness Assistance Suneet-

This section repeals the sunset for the Authority's business assistance loan
guarantee program. Under current law the business assistance program will sunset
on July 1,1996.

Background. The business assistanoe program was created under legislation
adopted In 1988 that included a provision that would have repealed the program
July 1, 1991. Subsequent legislation in 1991 and 1993 extended the delayed

repealer to July 1,1993 and Juty 1,1996 respectively.
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Section 18-19- Specific ProtectAuthorization to taaue Bonds

Background. As noted above, section 2 of the bil require# legislation for AIDEA
to issue bonds if the principal amount of the bonds exceeds $10,000,000 and the
bonds "affect the credit ofthe authority”. Wiile the meaning of the last phrase is not
entirely clear it Is assumed that the issuance of bonds for both the Red Dog
Expansion and Snettisham acquisition would require legislative authorization.

Section 18- Rod Poo Authorization» Section 18 authorizes AIDEA to Issue up
to $60,000,000 In AIDEA bonds to finance the expansion of AIDEA's DelLong
Mountain Transportation System facilities serving the Red Dog Mine.

Background. The DeLong Mountain Transportation System (DMTS) serving
Cominco's Red Dog Mine was AIDEA's first development finance project and has
been a resounding success. The Red Dog Mine operations provide more than 350
jobs, accounting for more than 16% of all jobs in the Northwest Arctic Borough.
Expansion of the DMTS is necessary to support Cominco's expansion ofthe Red
Dog Mine, will provide up to 70 more jobs and allow the mine to continue employing
Alaskans in the region forthe next 50 years. Cominco will pay forth# improvements
to the DMTS In the form of increased user fees for the facilities.

CSHB 526(L*C)
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SaeHaa 19-Snettlahem Acquisition Authoromtion-Section 16 authorizes AIDEA
to acquire the Snettisham Hydroelectric Project from the federal Alaska Power
Administration and authorizes the issuance of up to $100,000,000 In AIDEA bonu»
for the purpose. In addition, under subsection (c), the bonds issued by AIDEA for
this purpose may carry the "moral obligation™ ofthe state.

Background. Snettisham Is a 78 megawatt facility serving Juneau and Douglas.
Acquisition of the project by AIDEA will be supported by a long-term "take-or-pay"
power sales agreement with Alaska Electric Light and Power and is expected to
provide long-term rate stability for its Juneau and Douglas customers. Ifthe state
does not purchase Snettisham, it may be sold to the highest bidder, likely to be a
non-Alaskan entity.

section 2lbinunasliatSL effective Data

Section 20 provides for an immediate effective date. As noted above, existing law
prohibits AIDEA from issuing any bonds, and hampers AIDEA'a ability to fulfill its e
mission. The Immediate effective date will restore AIDEA’s bonding authority at the
earliest possible date.

CSHB526(1*0
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Companion of CS HB 628(LACtto HB 425

While there are several technical non-eubatantive differences between CS HB 520(L&C)
and HB 425, there are only a few significant substantive difference*. The following will
summarize those substantive differences:

Bending Authority - SB 222 (section 2) would require legislative approval for the
Authority to is«:ue bonds In an amount greater than $10,000,000 to assist in the
financing of a development project. CS HB 526 (L&C) (section 2) requires
legislative approval for the Authority to issue bonds in an amount greater than
$10,000,000 Ifthe bonds "would affect the credit of the authority.” Thus under CS
HB 526(L&C) legislative approval may be required for bonds issued that are
unrelated to AIDEA's development finance program if the bonds exceed
$10,000,000 and affect AIDEA’s credit. The meaning of this last phrase Is unclear
as all bonds (with the possible exception of conduit revenue bonds) have impact on
AIDEA's credit.

Business Assistance Program - Interest Guarantee - Under HB 425, an amendment
was made to AS 44.88.635(a)(1)(C) that would have allowed AIDEA to waive
collateral on loan guarantees "inthe manner and under requirements established
by the authority by regulation." CS HB 520(L&C) would only allow the waiver of
collateral on loan guarantees of $100,000 or less if the proposed loan amortization
period does not exceed five years.
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CflfluMriMil of CS HB S2XLAC1 to C8 SB 222<BTA)

While there are several technical non-substantive differences between CS HB 520(L&C)
and CS SB 222(STA), there are only a few significant substantive differences. The
following will summarize those substantive differences:

Bonding Authority- Under CS SB 222(STA) (section 2) legislative approval would
be required for AIDEA to issue any bonds to assist in the financing of a
development project Under CS HB 520(L&C) (section 2) legislative approval Is
required for AIDEA to issue bonds in an amount greater than $10,000,000,
regardless of the purpose of the bonds, If the bonds "affect the credit of the
authority.”

Business Assistance Program-Collateral Waivers-CS SB 222(STA) would allow the
authority to waive collateral for loan guarantees in the manner and under
requirements established by AIDEA under regulation. CS HB 520(L&C) only’
permits the waiver of collateral for loan guarantees under $100,000 if the loan
amortization period does not exceed five yeans.

Business Assistance Program - Interest Guarantee - Under CS HB 526(L&C)
(section 9), an amendment would be made to AS 44.88.536(0) that would allow the
authority to guarantee interest on loans guaranteed under the business assistance
program for the time and in the matter established by regulation. CS SB 222(STA)
does not Include this amendment and therefore, under that bill, the Authority would
not be allowed to guarantee the payment of interest under the program.

Business Assistance Program - Sunset - Under CS HB 520(L&C) (section 17(2)) the
sunset for the business assistance program would be repealed. Under CS SB 222
(STA) (section 17) the sunset is extended until July 1,1999.

flllilntM AnfliefenoB Program -Transition Provision - CS SB 222 (STA) Includes a
transition provision (section 20) not provided in CS HB 52S(L&C). Under the CS SB
222(STA) provision, upon the elimination of the business assistance fond as
provided in the bilb, assets in the fund would be transferred to the Authority’s

revolving fund.



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA

FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau. Alaska 99801-2105
M EMORANDUM March 19. 1996
SUBJECT: Alaska Industrial Development and Export Authority

(CSHB 526(L&C))

TO: Representative Pete Kott, Chair
House Labor and Commerce Committee

FROM: Tamara Brandt Cook
Director

Here is the sectional summary that you requested.

Sec. 1. Adds as an exemption to the State Procurement Code contracts related to integrated
transportation and port facilitiesowned by AJDA.

Sec. 2. Requires legislative approval of bonds inan amount greater than $10,000,000 ifthe
bonds would affect the credit of the authority.

Secs. 3-5. Changes reference to "loan financed" to read "loan participation purchased."
Sec. 6. Technical change deleting "the members of."

Sec. 7. Eliminates the business assistance fund. Allows AIDA to guarantee new business
assistance loans and new business assistance ioans made to refinance existing loans without
requiring that the guarantees be made with money in the business assistance fund.

Sec. 8. Technical change.

Sec. 9. Increases the amount ofa loan guarantee from $75,000 to $ 100,000 for which .AIDA
may waive collateral. Permits A1 DA to guarantee a loan ifthe proceeds will be used to
benefit a business conducted in the state. The current provision allows a guarantee of a loan
made to a business with a majority interest held by state residents. Permits AIDA to
guarantee the payment of interest on the guaranteed portion of a loan, while existing law
forbids this.

Sec. 10. Technical change.



Representative Pete Kott
March 19, 1996
Page 2

Sec. 1l. Applies interest rate limitation on loans guaranteed by AIDA to financial

institutions only.
References to the business assistance fund are deleted.

Sec. 13. Expands the definition of "development project" to include a facility for the
generation, transmission, development, transportation, conversion, or use of energy

resources.

Sec. 14. Expands the definition of "loan participation” to al low the purchase of a portion of
a loan at any time before money from the loan isdisbursed to the borrower.

Sec. 15. Expands the definition of "project” to include commercial activity by a business,
whereas the existing provision applies only to commercial activity of a small enterprise.

Sec. 16. Repeals the provision stating that the holder of a debt instrument for a loan
guaranteed by A1 DA has no recourse to the assetsof Al DA beyond those designated by the
authority from its reserves. Repeals a provision dealing with discounted loan purchases.
Repeals a definition applicable to the business assistance fund, which iseliminated in this

bill. Repeals the definition of small enterprise.

Sec. 17. Repeals the bond authorization for a public use aircraft fueling facility at the
Anchorage International Airport and for a port facility related to an iron ore processing
facility at Point Mackenzie. Repeals the sunset provision that applies to AS 44.88.500-599.

Sec. 18. Authorizes A1 DA to issue bonds for port facilities related to the DeLong Mountain

transportation system.

Sec. 19. Authorizes AIDA to acquire the Snettisham hydroelectric project, issue bonds in
connection with the acquisition, and establish a capital reserve fund to secure those bonds.
Ifa capital reserve fund isestablished, the legislature may be asked for appropriations for the
fund.

Sec. 20. Immediate effective date.

TBC:plm

96-086.plIm



JBOkt

DEVELOPMENT FINANCE PROCESS
(The order of activities shown will vary, depending on circumstances unique to each project.)

APPROACH BY. CUSTOMER

AIDEA Staff explains advantages and limitations
of Program f

e Provisions for repayment and security of AIDEA
investment explained.

INFORMATION COLLECTION

e Facts and financial figures are obtained from
customer.

e Preliminary feasibility review performed.

FEASIBILITY ANALYSIS

e Projected capital costs, operating expenses, and
revenues are examined in detail.

e Feasibility report written.

CREDIT REVIEW

e Credit of customer is evaluated by financial
advisor.
e Credit evaluation presented.

LEASE AND USER AGREEMENT NEGOTIATIONS

e Negotiation of the terms of the lease agreement
between the user aid the Authority.

e Includes responsibilities during
startup, and operation.

construction,

6.

—~

LEGISLATIVE APPROVAL

e As required by statute the project is presented to
thel® '«slature for bond authorization.

e The extent to which the earlier tlpps are
completed would depend on the timing of the
legislative session.

LOCAL GOVERNMENT CONCURRENCE

e Local government must want to have the Project
in its jurisdiction.

e A resolution from the local government favoring
the Projeclt is presented to the Authority.

BOARD.ACTION

e The Authority’s Board of Directors considers all
information gathered above as it deliberates
approval of the project.

e A resolution approving the project releases staff
for finance and construct the project.

BOND SALE & CONSTRUCTION

The Project is constructed and put into operation
according to provisions of the Lease and User
Agreement.

e Bonds are sold to pay for the construction.



=Attachmentto Sectional Analysis -

AIDEA DEVELOPMENT FINANCE PROJECT REVIEW AND APPROVAL PROCESS

HISTORY AND BACKGROUND

The Development Finance Program has its roots in the original DeLong Mountain
Transportation System (DMTS) project to support the opening of the mining district
that includes the Red Dog Mine.
- Financial safeguards in the original legislation required that before
approving a project financed under the Development Finance Program, the
Authority must prepare a finance plan (Ch. 162 SLA 1984) which includes:
-An estimate of the total cost of the project;
-Sources of funds for the project;
-An estimate of the operational costs of the project;
-Sources of money to pay for operational costs.
-Additionally, the Authority was required to submit the finance plan to the
State Bond Committee, Governor, and Legislature before issuing bonds or
otherwise incurring debt for the project.
-These and other safeguards have been added to AS 44.88 for application,jo
all Development Finance projects undertaken by the Authority. %

The Development Finance Program realizes the benefits of tax exempt (febtf'ai
allowed by the Internal Revenue Service (IRS) Code. Most categories of the Code
require governmental ownership. Through Authority ownership the benefits of tax
exempt debt, and a strong credit rating, can be reflected in lower rental payments
from the industrial user. This, in turn, has a positive effect on the financial feasibility
of a project, sometimes making the difference as to feasibility. A lease and user
agreement contains provisions for construction, operation, indemnification and rent
payments to the Authority.

The Program is guided by the provisions of AS 44.88.172. Statutory safeguards
contained in AS 44.88.095(c) require the Authority’s Board of Directors to find, on
the basis of all information available:

-Project is economically advantageous to the state and the general public

welfare;

-Pro** applicant is financially responsible (credit analysis);

- D e ntil on public facilities can be supplied reasonably; and

-Project will provide/retain employment consistent with the size of the

investment.

Before adopting a resolution approving the issuance of bonds under the
Development Finance Program, AS 44.88.095(d) further requires that:
-The Project is economically and financially feasible and able to p”~duce
revenue adequate to repay the bonds;
-The Project complies with applicable law; and
-Issuing the bonds is not expected to adversely affect other credit instruments of
the state.



The requirements for finance and the sale of bonds have been met for the original
DMTS, the Unalaska Marine Center, the Skagway Ore Terminal, the Healy Clean
Coal Projectand the Federal Express Line Maintenance Hangar.

Projects awaiting authorization by the Legislature under the Development Finance
Program are the expansion of the DMTS and the acquisition of the Snettisham
Hydroelectric Project. How the process will be applied to these projects is explained
below.

THE DEVELOPMENT FINANCE PROCESS

Following are the review steps undertaken when financing is sought under the
Development Finance Program. Later, this general treatment will be applied in a
discussion of the DMTS and Snettisham projects.

Approach bv the Customer - Staff of the Authority meets with customers seeking
financing assistance through AIDEA. Staff discusses with the customer options for
either a loan under the Credit Program or infrastructure development under ifie-
Development Finance Program. If a potential project is appropriate to the
Development Program process, the benefits of tax exempt financing along with the
limitations under the tax code, the Authority’s costs associated with a financing, and
the requirements likely to be included in a lease and user agreement are explained
to the customer.

Information Collection - If the customer is interested in pursuing a development
project and lease, staff of the Authority then collects information appropriate to the
findings that must be made under 44.88.095(c) and (d) as explained above.

Feasibility Analysis - The core of the business decision to undertake a project is a
feasibility analysis. Usually this is done by a third party with the guidance of staff.
The consultant team chosen to do the analysis is selected based on its knowledge
and experience in the business area of the project. Capital costs are evaluated for
adequacy and the debt service for the project is calculated. Operating costs are
estimated. Revenues are estimated and income, net of debt service and operating
costs, is determined to establish profitability of the project.

Credit Review - In addition to a positive finding of financial feasibility, the Authority
also requires a customer to have substantial credit strength to perform its obligations
under the lease and user agreement. A credit analysis is performed by the
authority's financial advisor to assist in the determination of credit worthiness.

Lease and User Agreement Negotiations - With the feasibility and credit aspects
determined, a lease and user agreement is negotiated among the parties. This
agreement may be subject to other agreements, such as a land lease, acquisition of
regulatory agency approvals (permits), and the approval of the legislature if bond

Jsou
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authorization is required. The status of negotiations and progress of the project at
the time bond authorization is sought would depend on the time the legislature
convene*. —

| egislativ* Approval - Legislative action is required when the dollar value of a
project exceeded the threshold requiring legislative approval.

Local Government Concurrence - The statutes provide that local government must
concur with a project being sighted in its jurisdiction. This is obtained by resolution
of the local governing body before the Authority’s Board of Directors acts on the

project.

Board Action - The Board of Directors considers the information listed above, and
documents its finding in'a resolution whether to approve the project for
implementation under the Development Finance Program.

Bond Sale & Construction - Documents are prepared for the sale of bonds, and
construction documents are bid for the project. With funds in hand, a contract is
awarded for the construction. When the facility is placed in service the Autho*ty
monitors operation and maintenance as provided by the lease and user agreemewt

DELONG MOUNTAIN TRANSPORTATION SYSTEM EXPANSION >

The process, as explained above, has specific application to the DMTS expansion as
follows:

Cominco Alaska (CAK) is well known to the Authority. Performance under the
Cominco - AIDEA agreement has been excellent. Annual payments to the Authority
of $12 million have been timely and commitments to others, in terms of local hire,
have been met. The performance by CAK is particularly noteworthy considering the
last several years have seen low prices for base metals.

The proposed expansion will lower the break-even price for the CAK operation and
position the company for greater profitability when higher base metal prices are
obtained. (The mine has been operating at or below its break even point for most of
its 5 yewfcofoperation.)

The expansion project qualifies under the definition cf a development project, but
the bond authorization of $85 million requires legislative approval. Legislation
originally introduced in January, 1996, required $60 million bonding authorization.
The authorization was increased due to a budget revision caused primarily by a
recently completed re-evaluation of the ore grade at the mine. By recognizing an
ore reserve grade increase from 17.8% zinc to 19.5% zinc, another 160,000 tons of
ore concentrates will be produced annually. This raises the expected annual
throughput at the DMTS port to 1,250,000 tons, and requires a consequential
enlargement of facilities. This and other refinements in the budget, including
increases in capitalized interest and larger construction costs for freight and camp

J80 l§ 3



accommodations, have been reviewed by staff of the Authority. Based on this
review, staff has found that the scope of construction has been sufficiently defined
through the ongoing engineering effort, and sufficient monetary reserves have been
established for the Project to be completed for the bond authorization requested.

e A feasibility analysis by Stanford Research Institute (SRI) is in preparation.
Preliminary results of the analysis show the Project to be feasible.

e When the DMTS was originally built Cominco agreed to provide a Letter of Credit to
secure the first ten Minimum Annual Assessments. AIDEA will look for similar
security for the expansion project.

e Negotiations of an amended lease and user agreement will begin in April 1996.

e The findings required by AS 44.88.095(c) and (d) recognize the following:

1. Project economically advantageous to the State
-105 new jobs created plus added stability for the existing 350 jobs.
-Cominco's payments to the N. W. Arctic Borough, in lieu of taxos, totaled
$2.5 million last year. The Borough uses these funds, in pan, to match
grants from the federal government and others.

2. Applicant financially responsible n
-To be addressed by SRI report and credit analysis by the Authority's
financial advisor, Public Financial Management.
-Credit enhancement, if needed, will be included in the lease and user
agreement to secure the Authority’s position.

3. Demand on Public Facilities - None; stand alone facility. The Northwest

Arctic Borough has provided local government concurrence.

4. Provide/retain employment consistent with size of investment.
-Considering the security that will accompany the $85 million investment,
the 105 new jobs created are consistent with the investment. The $22
million annual rayroll at Red Dog is one-third of the total payroll in the
Northwest Arct.j Borough. A substantial portion of the balance of the
borough economy relates to indirect employment associated with the
mine.

5. Economic and Financial Feasibility - The SRI report is expected to show the

projeot is economically and financially feasible.

6. Projiid to comply with applicable law.
-The regulatory agency review and permit prc «.ess will be complete before
bonds are sold.
-Water quality in Red Dog Creek has improved as the direct result of the
mine.
-The relationship between CAK and the NANA subsistence committee is
effective in dealing with concerns for whale migrations near the DMTS
Port, and caribou migrations across the DMTS access road.

7. Bonds will not affect adversely other credit investments of the state.
-Bonds will either rely on the credit strength of CAK or will be sufficiently
credit enhanced to be a secure investment for AIDEA.

#\%%nvCuWMperoe t



-The bonds will be rated on their own right and will not adversely affect
other credit investments.

SNETTISHAM'PRCJECT ACQUISITION

1. Project economically advantageous to the State - The proposed divestiture of the
federal Alaska Power Administration (APA) and the sale of the Snettisham
Hydroelectric Project was approved by President Clinton and signed into law on
November 28, 1995. The underlying reasons for the divestiture are to cap local
electrical rates and protect consumers from future Tate reform™ by Congress; and to
allow for the elimination of the APA, which has outlived its usefulness and initial
purpose. Under State ownership this project will provide reliable low cost electric
power to the people of Juneau in a environmentally sensitive manner while insuring
full repayment of the State’s investment. Alternatively, if the project is sold to a
private independent power producer it would most assuredly result in higher power
rates.

2. Applicant financially responsible - Since project start-up nearly 20 years a">,
AEL&P, the Juneau utility, has been purchasing nearly all the project’s power aftd
re‘iably transmitting it to Juneau rate payers. The project presently provides abtiut
80 percent of Juneau’s electrical load requirement. Under a proposed “tak» or pa/
power sales agreement with AIDEA, AEL&P will continue to purchase the project’s
power. The financial ability of AEL&P to perform under the power sales agreement
will be confirmed prior to closing.

3. Demand on public facilities - Since the Authority contemplates no additions or
modifications to the existing Snettisham facility, there will be no additional burdens
placed on public facilities.

4. Provide/retain employment consistent with the size of investment - The Authority
contemplates the development of an operating agreement with AEL&P. As
operator, AEL&P intends on retaining four to five of APA’s Snettisham craft
employees as well as possibly some management personnel. Maintaining favorably
low power utility rates will also have a positive effect on business employment in the

region. h

5 Economic and financial feasibility - Tax exempt financing of the Snettisham
project is viewed as necessary to prevent rate shock. Since the Internal Revenue
Code now prohibits the use of tax-exempt bonds to finance an existing facility it
must be amended for the purchase of Snettisham. Legislation required for tax-
exempt financing of this Project is now attached to the Congressional Budget
Reconciliation Bill. A feasibility determination will be made based on interest rates
and other factors that would affect the final deal structure.

Although yet to be fully evaluated, risks associated with State ownership of this
facility appear to be fairly typical of those of any remote Alaskan hydroelectric facility

JBOK*
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that has submarine cables and an exposed transmission line. In the process of
acquiring this project the Authority will strive to minimize its risks through
negotiation* with AEL&P, the intended operator and purchaser of all the facility’s
electrical output. Establishment of sufficient reserves for replacements and
insurance wiN significantly reduce the State's financial exposure as owner. Prior to
purchasing this facility the Authority will perform a detailed physical facility
evaluation and a comprehensive risk assessment. |If this study determines that the
Project’s risks are too large or unmitigatable, the Authority will recommend not
proceeding with acquisition.

6. Project to comply with applicable law - The records reflect that the project is in
full compliance with all laws and regulations.

7. Bonds will not adversely affect other credit instruments of the State - The bonds
will not be a general obligation of the State of Alaska. The State moral obligation
will induce the market to assign a lower interest rate to the bond, while presenting a
minimal risk to the state.

JBOk*
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SENATE finance committee report

DATE: 5/2/96 DATE TURNED INTO OFFICE: 6 ™ L
The Finance Committee considered  CS FOR FIOUSE BILL NO. 526(FIN) am

Relating to the financing authority, programs, operations, and projects of the Alaska Industrial
Development and Export Authority; efd.

REPORTfO C’
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and recommends: senate Bill:
. | [ ]1same title
] be reptaced With 5 CS CSH-15 52 C [ 1new title
House Bill:
] adopt previous CS ( ) [ -T'Same title
[ j technical change
] attached amendment(s) [ Jnew: SCR*
] adopt Letter of Intent by Committee
] further referral to the__ Committee
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FISCAL NOTE

STATE OF ALASKA BILL NO. SCS CS HB526 (TRA)
1996 LEGISLATIVE SESSION

Revision Dale; Department: Commerce and Economic Development
Title: Financing authority, programs and projects of AIDEA BRU: AIDEA

Component: AIDEA

Sponsor: House Labor & Commerce

Requestor:  Senate Transportation COMPONENT SERIAL NO. 1234
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY0! FY 02
PERSONAL SERVICES

TRAVEL '

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING oo oo oo o oo oo
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES 0.0 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 General Fund

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL oo oo oo oo oo =0

Estimate of any current year (FY 96) cost: S

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:  (Attach a separate page it necessary)

Bonds will be sold to finance projects and will have no fiscal impcct on the General Fund. Program
changes will have no fiscal impact on the General Fund.

Prepared by: William R. Snoll. Executive Director Phone: 907-269-3000
Division: AIDEA A Date: May 3. 1996
Approved by Commissioner: William L. Hensley/A*, e N - Date: 5"JtiI< ¢
Agency: Commerce and Economic Development /

PREPARER TO PHOVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distnbution information, call tho Governor's Legislative Office
Page 1 of
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SENATE CS FOR CS FOR HOUSE BILE NO. 526(TRAT

IN THE LEGISLATURE OF iHE STATE OF ALASKA

NINETEENTH LEGISLATURE -SECOND SESSION

liy THU SENATE TRANSPORTATION COMMITTEE

Offered: S/2/%6
Referred:  Finance

Sponsor(s): HOUSE LABOR AND COMMERCE COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Ad relating to the financing authority, programs, operations, and projects
of the Alaska Industrial Development and Export Authority; providing an
exemption from the procurement code for certain projects of the authority; and

providing for an effective date.”

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

* Section I. AS 36.30.850(b) isamended by adding a new paragraph to read:
(34) contracts of the Alaska Industrial Development and Export
Authority made with the developer of an integrated transportation and poit facility
owned by the authority.
* Sec. 2. AS 44.S8 is amended by adding a new section to article 3 lo read:
Sec. 44.88.088. PAYMENT OF DIVIDEND TO STATE. The authority shall
adopt a policy for the payment of a portion of the unrestricted net income of the
authority lo the general fund as a dividend each fiscal year. The amount ofthe

dividend for a fiscal year may not be less than 40 percent of the net income ofthe

IH0526K -|- SCS CSIIB 526<TRA)
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authority for that fiscal year, unless that amount exceeds the total unrestricted net
income of the authority for that year, in which case, the amount of the dividend equals
the total unrestricted net income of the authority for that fiscal year. The dividend for
a fiscal year shall be paid before the end of the immediately following fiscal year. For
purposes of applying this section, income of the authority is "net income" or
"unrestricted net income" based upon how the income is treated in the latest audited
financial statement of the authority.

* Sec. 3. AS 44.88.095(g) is amended to read:
) Before .Inly . 1998. the authority mav issue bonds in an amount

ureater than $10.000.00(1 to assist in the financinu of a development project under
as 44.88.172 - 44.88.177 only with legislative approval. Bcninninii .Inly I. 1998.
and thereafter, without [WITHOUT] prior legislative approval, the authority may not
issue bonds, except rcfundi. g bonds.

* Sec. 4. AS 44.88.159(a) isamended lo read:

(@) The interest rate on a loan participation purchased [FINANCED] from
the proceeds of tax-exempt bonds or expected by the authority to be purchased
[FINANCED] from the proceeds of tax-exempt bonds is equal to the cost of funds to
the authority, In this subsection "cost of funds™ means the true interest cost expressed
as a rale on tax-exempt bonds of the authority plus an additional percentage as
determined by the authority to represent the allocable expenses of operation, costs of
issuance, and loan servicing.

* Sec. 5. AS 44.88.159(b) is amended lo read:

(b) The interest rate on a loan paitiCipa”OH pu rchascd [FINANCED] fronm
the proceeds of taxable bonds or expected by the authority to be prChaSEd
[FINANCED] from the proceeds of taxable bonds is equal lo the cost of funds to the
authority. In this subsection "cost of funds™ means the true interest cost expressed as
a ra".e on taxable bonds, plus an additional percentage as determined by the authority
to rep esent the allocable expenses of operation, costs of issuance, and loan servicing
costs.

* Sec. 6. AS 44.88.159(c) isamended to read:

(¢) The interest rate on a loan participation purchased [FINANCED] directly

SCS CSHB 526(TRA) -2- 11B0526K
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from the assets of the authority shall be determined under the regulations adopted by
the authority under AS 44.88.085(g)(2)(C). However, the interest rate on a loan
participation purchased from assets of the authority mav not he less than the rate
. determined
@ under fa) of this section if the project is of a type that could he
funded with tax-exempt bonds: or
@ under () of this section if the project is of a type that could not
he funded with tax-exempt bonds.
* Sec. 7. AS 44.88.205(b) isamended to read:
(b) To further ensure effective budgetary decision making by the legislature,
the authority shall
(1) annually review the authority 3 assets to determine whether assets
of the authority exceed an amount required to fulfill the purposes of the authority as
defined in this chapter; inmaking itsreview, [THE MEMBERS OF] the authority shall
determine whether, and to what extent, assets in excess of the amount required to
fulfill the purposes of the authority during at least the next fiscal year arc available
without
(A) breaching any agreement entered into by the authority;
(B) materially impairing the operations or financial integrity of
the authority; or
(C) materially affecting the ability of the authority to fulfill the
authority 3 purposes set out in AS 44.88.070; and
) make available [PRESENT] lo the legislature by January 10 of
each year a complete accounting of all assets of the authority and a report of the
review and determination made under (1) of this subsection; the accounting shall be
audited by the auditor who conducts the audit required by AS 44.88.200 and must
include a full description of all loan interest and principal payments and program
receipts, including
(A) loan commitment fees received by or accrued to the
authority during the preceding fiscal yeari [,] and

(B) all income earned on assets of the authority during that

11H0526K 3. SCS CSHB 526(TKA)
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period.
* Sec. 8. AS 44.88.500(a) is amended to read:

(€)) [THE BUSINESS ASSISTANCE FUND IS ESTABLISHED IN THE
AUTHORITY FROM MONEY INTHE AUTHORITY SRESERVES DESIGNATED
BY THE AUTHORITY FOR THE PURPOSE.] Subject to the requirements of
AS 44.88.500 - 44.88.599, the authority may [USE MONEY INTHE FUND]

(1) [T0] guarantee new business assistance loans; and
(2) [T0] guarantee new business assistance loans made to refinance
existing loans.
* Sec. 9. AS 44.88.530 isamended to read:
Sec. 44.88.530. APPLICABILITY OF PROVISIONS. AS 44.88.535 -

44.88.560 apply to

[ new 1loan guarantees and refinancing guarantees under

AS 44.88.500 [AS 44.88.500(a)(1); AND
(@) DEBT REFINANCING GUARANTEES UNDER
AS 44.88.500(a)(2)].
* Sec. 10. AS 44.88.535 isamended to read:
Sec. 44.88.535. CONDITIONS OF LOAN GUARANTEE, (&) The authority
may guarantee a loan under AS 44.88.500 - 44.88.599 if the
(1) loan

(A) is commercially reasonable;

(B) contains amortization provisions satisfactory to the
authority;

(C) is secured by adequate collateral; however, the authority
may waive on a case-by-case basis the requirement of collateral for a loan
guarantee of $100.000 [$75,000] or less for which the proposed loan
amortization period docs not exceed five years, but the ability to waive the
requirement of this subparagraph or the grant of a waiver docs not prevent the
financial institution that holds the loan guaranteed by the authority from
requiring reasonable collateral for the loan;

(2) net cash flow from the borrower provides adequate coverage for the

SCS CSIIB 526(TRA) -4- 1B0526E
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debt service on the loan;

(3) term of the loan does not exceed 20 years;

(4) loan isoriginated with and serviced by a state char ®red or federally
chartered financial institution;

(5) portion of the loan not guaranteed by the authoiity is held by the
originating financial institution or another [FINANCIAL] institution approved by the
authority;

(6) proceeds of the loan will he used [ISMADE] to benefit a business

conducted in the [WITH A MAJORITY INTEREST HELD BY] state [RESIDENTS];

(7) loan guarantee provides a benefit to the borrower.
(b) The authority may provide a guarantee [FROM THE FUND

()] of up to 80 percent of a loan [OF $50,000 OR LESS] that qualifies
under AS 44.88.500 - 44.88.599. The [;

(@) FOR UP TO 80 PERCENT OF A LOAN OF MORE THAN
$50,000 THAT QUALIFIES UNDER AS 44.88.500 -44.88.599; THE] ratio ofthe
guarantee to the outstanding principal of the loan may not increase over theterm of
the loan.

(e)- T-he-authority-may-[NOT]-guarantee-the-pnyment- of-Tntcrcst~on~thé&-
euaramccd-portion-of a.loan in-the- nranner-cshrbltshed-by-thc-nTithnntv-Irr
rejfudtttu »n-un(H"or-a-pcci<>d-n(U4me-not-t<>-exeee<L90-dtfVI-w-

* Sec. Il. AS 44.88.540 is amended to read:

Sec. 44.88.540. LIMITATIONS OF GUARANTEES [FROM THE FUND].
The authority may not issue a total of more than [GUARANTEE]

(1) [ATOTAL OF MORE THAN] $50,000,000 of loan uuarantees

[LOANST;

(2) [MORE THAN] $25,000,000 of loan trnarantees [LOANS] in

which the amount of the loan guarantee exceeds $500,000.
* Sec. 12. AS 44.88.550(a) isamended to read:
(@) The maximum interest rate ti .nay be charged bv a Financial

institutionon a loan guaranteed by the authority is two and three-quarters percentage

IR0526K -5 SCS CSHB 526(TRA)
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points above the prime rate.

* Sec. 13. AS 44.88.560 isamended to read:

Sec. 44.88.560. POWERS OF THE AUTHORITY. The authority may

(1) adopt regulations to implement AS 44.88.500 - 44.88.599;

(2) establish terms and conditions for loan guarantees and refinancing
agreements subject to the requirements of AS 44.88.500 - 44.88.599;

(3) make and execute contracts and other instruments to implement
AS 44.88.500 - 44.88.599;

(4) charge

(A) one percent of the amount guaranteed for the service it

provides under AS 44.88.500 - 44.88.599; and

(B) any other reasonable fee that the authority may establish by

regulation;
(5) acquire real or personal property by purchase, transfer, or
foreclosurewhen the acquisition is necessary to protect the authority 3 [ANJ interest

in a loan or a loan guarantee [THE FUND];

(6) exercise any other power necessary to implement AS 44.88.500 -
44.88.599; and
(7) lo the extent the authority considers it to be in its best interest to
do so, use money [IN THE BUSINESS ASSISTANCE FUND] to pay expenses
relating to the liquidation of collateral securing loans guaranteed by the authority
[BUSINESS ASSISTANCE FUND],
* Sec. 14. AS44.88.599(2) is amended to read:
(2) "prime rate” means the lowest United States money center prime
rate of interest that is published in the Wall Street Journal.
* See. 15. AS 44.88.900(3) isamended to read:
(3) "development project” has the meaning given to "project” in (9)(A)
and (D) - () [ (D), AND (E)] of this section;
* Sec. 16. AS 44.88.900(7) is repealed and reenacted to read:

(7) "loan participation” means the purchase of aportionof aloanfrom

a Financial institution if the financial institution has obtained acommitmentfrom the

6 IB0526K
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authority to purchase the portion of that loan before the financial institution has
disbursed money as part of the loan to the borrower;
* Sec. 17. AS 44.88.900(9) isamended to read:
(9) "project" means

(A) a plant or facility used or intended for use in connection
with making, processing, preparing, transporting, or producing in any manner,
goods, products, or substances of any kind or nature or in connection with
developing or utilizing a natural resource, or extracting, smelting, transporting,
converting, assembling, or producing in any manner, minerals, raw materials,
chemicals, compounds, alloys, fibers, commodities and materials, products, or
substances of any kind or nature;

(B) a plant or Facility used or intended for use in connection
with a business enterprise;

(C) commercial activity by a business [SMALL] enterprise;

(D) a plant or facility demonstrating technological advances of
new methods and procedures and prototype commercial applications for the
exploration, development, production, transportation, conversion and use of
energy resources;

(E) infrastructure lor a new tourism destination facility or for
the expansion of a tourism destination facility;

(F) a plant or facility, other than a plant or facility dcscribeo in

(D) of this paragraph, for the generation, transmission, development,

transportation, conversion, or use of energy resources;

p* Sec. 18. Section 2(a), ch. 27, SLA 1993 isamended to read:

Sec. 2. (@ The Alaska Industrial Development and Export Authority may
issue bonds to finance the acquisition, design, and construction of a port facility and
related loading and conveyor equipment related to the development and operation of
a bulk commodity loading and shippim* terminal. The terminal mav be located
anywhere within Conk Inlet. The facility will be rpirect REDUCTION TRON
ORE PROCESSING FACILITY FOR USE BY THE MIDREX CORPORATION, TO

BE LOCATED AT POINT MACKENZIE AND] owned by the authority. The

11B0526t< -1- SCS CSHB 526fI'RA)
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principal amount of the bonds may not exceed $50,000,0007]

*Sec. 19. Section 4, ch. 162, SLA 1988, as amended by sec.4, ch. 25, SLA 1991, and

sec. 4, ch. 27, SLA 1993, isamended to read:

Sec. 4. AS 44.88.500 - 44.88.599 are repealed July 1,1998 [1996] .

*Sec. 20. AS 44.88.542, 44.88.599(1), and 44.88.900(14) are repealed.

*Sec. 21. Section 1, ch. 27, SLA 1993, is repealed.

* Sec. 22. TRANSITION, (@) On the effective date of this Act, assets of the business
assistance fund (AS 44.88.500(a)) shall be transferred to the Alaska Industrial Development
and Export Authority revolving fund (AS 44.88.060).

(b) The first dividend payment to the state under AS 44.88.088, enacted by sec. 2 of
this Act, is due during fiscal year 1997 based upon unrestricted net income of the Alaska
Industrial Development and Export Authority for fiscal year 1996.

* Sec. 23. (@ The Alaska Industrial Development and Export Authority (AIDEA) may
issue bonds to finance the expansion, improvement, and modification of the existing port
facilities owned by AIDEA with respect to the DeLong Mountain transportation system and
to finance the construction of new facilities to be owned by AIDEA related to the DelLong
Mountain transportation system, or may finance these projects by other means available to
AIDEA. The principal amount of the bonds and other financing provided by AIDEA may not
exceed $85,000,000.

(b) Before bonds or notes authorized under (a) of this section may be issued, the

Alaska Industrial Development and Export Authority shall comply with AS 44.88.173 and
shall incorporate into the final finance plan and agreement for the project the following terms
and conditions:

(1) Cominco, Ltd., isrequired to agree inwriting that Cominco, Ltd., will pay
for all or a portion of the operation and maintenance of facilities constructed, expanded,
improved, or modified as part of the project based on the use Cominco Alaska makes of the
facilities compared to the use made by others;

(2) a toll schedule, which may include adjustments related to the price of zinc,
is established for use of facilities constructed, expanded, improved, or modified as part of the

project that

(A) ensures full repayment of and a reasonable return on the state3

SCS CSHB 526(1RA) 3 11P0526K
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entire investment in the project;

(B) ensures an additional return on AIDEA"s investment made under
this section that is commensurate with the return earned on the original DelLong
Mountain Transportation System project and the risks assumed by AIDEA;

(C) guarantees equitable access to the facilities by all users and
potential users, including access to private property and access for travel necessary and
related to resource exploration and development for which valid permits have been
obtained and travel in support of resource exploration and development;

(3) reasonable access to the port and road is guaranteed to all users and

potential users.

(c) Subsection (a) of this section constitutes the legislative approval required by
AS 44.88.095(g).

* Sec. 24. (a) Upon approval of the Alaska Industrial Development and Export Authority
(AIDEA), AIDEA may acquire the Snettisham hydroelectric project and related assets from
the Alaska Power Administration.

(b) AIDEA may issue bonds to finance the acquisition of the Snettisham hydroelectric
project and related assets, or may finance the acquisition by other means available loAIDEA.
The principal amount of the bonds and other financing provided by AIDEA to finance the
acquisition of the Snettisham hydroelectric project may not exceed $100,000,000.

(c) To secure bonds issued under (b) of this section, AIDEA may establish a capital
reserve fund with respect to those bonds under AS 44.88.105. IfFAIDEA establishes a capital
reserve fund as provided in this subsection, the executive director of A1 DEA shall annually,
no later tha: January 2 of each year, certify in writing to the governor and the legislature the
amount, if any, required to restore the capital reserve fund to the capital reserve fund
requirement as defined in AS 44.SS.105(h). The legislature may appropriate to AIDEA the
amount so certified by the executive director of AIDEA. AIDEA shall deposit the amounts
appropriated under this subsection during a fiscal year in the capital reserve fund. Nothing
in this section creates a debt or liability of the state.

(d) Subsection (b) of this section grants the legislative approval required by

AS 44.88.095(g).

* Sec. 25. This Act takes effect immediately under AS 01.10.070(c).

[1H0526K -0- SCS CSIIB 526{TRA)
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AMENDMENT # 2L

OFFERED IN THE SENATE
FINANCE COMMITTEE

TO: SCS CSHB526 (TRA)
Page 1, following line 5:

Insert a new bill section to read:
“*Section I. FINDINGS, POLICY, AND INTENT. It is the policy and intent of the
legislature that the financial integrity of the Alaska Industrial Development and Export
Authority remain secure so the authority can continue to fulfill its vital economic

development mission for the state. The legislature finds that this bill fulfills this intent.”
Renumber the following bill sections accordingly.

Page 1, following line 9:
Insert a new bill section to read:

*Seer3 AS 44.8&18Q-is-amended-by-adding anew paragraph-to-reark

(56)40-eonduct-studies and-establish economic develnpment*nifrmtnttinn

Renumber the following bill sections accordingly.



/m

Page 1, line 10-14:

Delete all material

Page 2, line 1-7:

Delete all material

Page 1, following line 9:
Insert a new bill section to read:
“*Sec 4. AS 44.88 is amended by adding a new section to article 3 to read:

Sec. 44.88.088. PAYMENT OF DIVIDEND TO STATE, (a) The authority
shall adopt a policy for payment of a dividend to the state each fiscal year. The
amount of the dividend for a fiscal year may not be less than 25 percent nor more
than 50 percent ofthe net income of the authority for the base fncal year. In no
event, however, shall the dividend for a fiscal year exceed the total unrestricted net
income ofthe authority for the base fiscal year. The dividend for a fiscal year
shall be made available by the authority before the end of that fiscal year. The
authority shall notify the commissioner of revenue when the dividend for a fiscal
year is available for appropriation.

(b) In this section,

(1) “base fiscal year”means the fiscal year ending two years before

the end ofthe fiscal year in which the payment is made;



(2) “net income” means the authority’s net income as set out in the

audited financial statements of the authority for the base fiscal year;

(3) “unrestricted net income” means the authority’s unrestricted net

income as set out in the audited financial statements of the authority for the base

fiscal year.”

Renumber the following bill sections accordingly

Page 8, lines 10-12:

Delete all material

Page 8, following line 9:

Insert a new subsection to read:

“(b) The first dividend payment to the state under AS 44.88.088, enacted by

sec. 4 of this Act, shall be made available during fiscal year 1997 baseu upon net

income and unrestricted net income of the Alaska Industrial Development and

Export Authority for fiscal year 1995.”
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May 6, 1996

Valori* Welker
Alaska Industrial Development and Export Authority
480 W. Tuddr Road

Anchorage, Alaska 99503

Vu Fax 907-769-3044
Dear Valorie:
| have reviewed the proposed amendmentlo AS 44.88.08%5 which provides a statutory*

framework tor an annual dividend, to the State of Alaska's General Fund from AIDEA's "net
revenues”. While any removal of revenue* from AIDF-A degrade* the aeruntv of future

payment to bondholders, the framework which is established in this amendmentis far superior

to an approach which would leave unspecified future dividends up to the annual budget
proopvt. The proposed amendment deal* with several important aspects which wiD be
regarded as strong points in the creditmarkets. These Important aspects are:

1. Thedividend approach la m statute. Thia ia much better than having an urwietermined
yeerly process.

2. Hue amendment leaves controlwith the Authority's Board. This will be considered
important as it maintains controlwithin tha businas* process rather than tha political
proc«s,

3. The amendmentestablishes amaximum dividend. Much of the concern of the credit
markets is that too much w ill b« taken too quickly- Tha'maximum™ dividend controb the
proceaa and makes it mow predictable

4. Lastly, tha amounts suggested ~ tha amandmant ara reasonable.

Again, the new Language ia much better than ayvtuly budget pnxa»» and should help soothe
concerns that have been raised by the credit markets.

If you have any questions regarding my comments, phase feel free to coll.
blic Financial Management, Inc. / Gardiner dr Clancy, LLC

Patrick h. Clancy

AAr<© aurt» Hush* umafilli iwya w<yatnaA Ortn0* —--r fmvma lunann
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Goldman, Sacha a Co. 185 Broad Sfrsst | N«w York, Ntw York 10004
Til: 212-906-6417

Franoii J. Ingrmaala
Partnar

man

May6yl»6

Mr. William R. Shall

Etcacuthw Director

Alaaka Industrial Developmentand Export Authority
480 West Tudor o

Anchorage, AK 99503-6690

Dear Rilsy;

Thia Uttar ratponda to your question regarding tha propoaad legislative dividerd*. A*you
know, any appropriation of AIDEA equity by tha State raise* questions on Wall Street about
whether AIDEA's financial well-being wfllbecome subject to the political process rather than
economic and creditfundamentals. Inthat politicaldaririmiare inherently unpredictable,
credit* that have such political risk tend to get lower credit rating* and reduced investor
following resulting in higher interest rataa and reduced market access.

Allowing the AIDEA Board discretion within the perrentagss (25 to 50) proposed by your
amendment introduces a safeguard against financially harmful dividends. | believe thatthis
proposal will be much better perceived an Wall Street than the continuation of the annual
legislative debates that we have seen over the last6sw yean. The proposed solution appean to
be the bast possible under the drcoanstanoea. By putting the dividend formula into a statute,
much of the unpredictability of future dividends Isremoved from die process.

Ifyou have any question* or comments, plaaae call me.

9tncerely,

Fraud* J Ingressia

N¥w\»*» | lowan | T«i<yo] | OVM*o | DSU* | tonMjrt | 0*5tj»To«h IHongKonfl | Hous»n | Lo* Arytm | Uptrph*
Mxwll Mm | Mowm11Onto | Nrti | ******* | Ur frroKO | 6»0apo<« | Sr»+i | "okwo | Vmoco** \Zj(<t



"senateCommittee report v
First Committee of Referral

DATE: 4/16/96 FURTHER: Finance

DATE TURNED INTO OFFICE:

The Transportation Committee considered CS FOR HOUSE BILL NO. 526(FIN) am

Relating to the financing authority, programs, operations, and projects of the Alaska Industrial
Development and Export Authority; efd.

and iecommends: Senate Bill:
[ 1same title
replaced wid>S C 3 CS r/<"> 52-0Db (TEA ) ( Inew title

House Bill:

[ 1 adopt previous CS X ) [v-T"~ame title
[ ] technical title
[ J attached amcndment(s) [ ]Jnew: SCR*
[ 1 adopt Letter of Intent by _ .Committee
[ J further referral to the Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):*
Department Date Zero Fiscal Department Date Zero Fiscal

Ccnv™nc-Ycn. ~-Cv>klop 37/7?76

[ ] APPROPRIATION - no fiscal note "Include fiscal notes accormpanying Governor's bill
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r FTSIAT NTOTF diversion: cshb 526(l&c)

STATE OF ALASKA (H) Publish Date: 3/18/96

1996 LEGISLATIVE SESSION _
Revision Date: Department: Commerce and Economic Development

Title: Financing authority, programs and projects of AIDEA BRU: AIDEA
Component: AIDEA

Sponsor. House Labor 4 Commerce
Requestor  House Labor4 Commerce COMPONENT SERIAL NO. 1234

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY99 i  FY00

PERSONAL SERVICES *
TRAVEL |

! FY 02
I
i
CONTRACTUAL I
I
I
I

FY 01

I

I

I

I
SUPPUES ! I
EQUIPMENT I
UND 4 STRUCTURES : |
GRANTS, CLAIMS i I I ! !
MISCELLANEOUS I

TOTAL OPERATING 0.0 0.0 1 001 001 001 0.0
[CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 i 0.0
CHANGE IN REVENUES 001 0.0 0.0 1 001 001 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match 1
1004 General Fund

1005 GF/Program Receipts 1
1006 GF/MHTIA

Other 1

ITOTAL 0.0 0.0 0.0 0.0 0.0: 0.0

il

Estimate of any current year (FY 96) cost: S 0.0

POSITIONS
FULL-TIME i : | 1 I
PART-TIME
TEMPORARY D I 1

ANALYSIS:  (Attach a separata pago if necessary)

Bends will be sold to finance projects and will have no fiscal impact on the General Fund. Program
chcnges will have no fisccl impactcn the General Fund.

Prepared hy: William R. Snell. Executive Director Phone:_ 907-561-8050
Division: AIDEA Date” March 8. 1996
Approved by Commissioner: William L Hensley M 3 Date:

Agency: Commerce and Eco™omib Development
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) MOUSE COMMITTEE REPORT
Il
Ba?e Referred to Committee: March 18, 1996 FURTHER REFERRALS:

Date of Committee Action: ZI 12
The FINANCE Committee considered: HB 528
HOUSE BILL NO. 528 NURS.HOME MORATORIUM/CERTIFICATES OF NEED

“An Act relating to applications for certificates of need and licensing of nursing homes; amending the standard of review
for certificates of need for health care facilities in the state; establishing a moratorium with respect lo new applications
by prohibiting the issuance of a certificate of need or a license for additional nursing home capacity in the state until

July 1, 1998; and providing for an effective date.”

recommends if be replaced _ B [ 1 the sane title
with the following committee substitute P A (p v 1a new title
[ ) additional referral to Committee

[ 1attached amendment(s)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(s): (Oepo0 APPROVES PREVIOUS: (Otpi/Dtit)
I ) Fiscal note(s) [ ] fiscal note(s)

[ J zero Fiscal note(s) 1] zero fiscal note(s) *TzV\Zcs
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STATE OF ALASKA BILL NO. cs HB 528 (HESS)
1996 LEGISLATIVE SESSION

Revialon Data: _Dept. Affected:  Health and Social Services

Title: Relating to appHcitioni of certificate of nted BRU: Medical Assistance
and licensing of nursing homes; Component ~ Medicaid Service*
Sponsor, House Flnanca COMPONENT SERIAL NO. 2077

Requestor. House Finance Sec also (SN#):

OPERATING EXPENDITURES FY97 FY98 FY99 FY00 FY01 FY02
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEQOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGES IN REVENUES

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

TOTAL

Ertimata of any currant year (FY96) coat: $0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

This bill does not diiectly reduce tha Medical Assistance budget. Itis aimed at avoiding future costs which will be incurred by
the Medical Assistance program if a 2 year CON moratorium is not implemented and the industry builds the planned projects.
CON Applications, Letters of Intent (LIO), or Strategic Plans have been received from 8 facilities interested in adding a total of
147 new beds in the next 3 years. Failure to pass this moratorium and the initiation of construction will result in additional
incremental budget funding requests to meet the new costs associated with those beds totaling $58,756,107 over the five fiscal

0.0 0.0 0.0 0.0 0.0 0.0

years.

_ _ FY97 FYos FY99 FY00 FYO1 FY02
Medical Assistance (3.599) (8.433) (14.407) (14.903)  (15.415)

Haff of these costs are paid by federal funds and the other half by general fund match. Operating costs could continue to increase
substantially after the first two years. Failure to avoid these new beds could have a deleterious effect on home and community-

based services which enable elderty Alaskans to avoid entirely or postpone nursing home placement

Phone: 445-5833

Prepared by:
03/18/96

OtvisH Date: ~

Approved by Com: Date:

Agency: J Depertinent of Health A Social Service

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFHCE

For further distribution information, call the Govenor's Legislative Office
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CS FOR HOUSE BILL NO. 528(FIN)
INTHE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE -SECOND SESSION
BY THE HOUSE FINANCE COMMITTEE

OlTercd:
Referred:

Sponsor(s): HOUSE FINANCE COMMITTEE
A BILL

FOR AN ACT ENTITLED
"An Act relating to applications for certificates of need and licensing of nursing
homes; establishing a moratorium with respect to acceptance of new applications
for a certificate of need or for a license for additional nursing home capacity in
the state until May 1, 1998; establishing a working group to study and issue a

report about long-term care; and providing for an effective date.”

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

* Section 1. FINDINGS. The legislature Finds that
(1) many nursing home residents would benefit from care that is less intensive
and less costly than nursing home care through assisted living facilities or through home care
agencies;
(2) this state has only recently begun to develop a system for providing long—
term care for seniors needing care through home care or assisted living facilities so that the

long-term care system is not in balance at the present time;

- CSHB 528(FIN)
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(3) with the unnecessary focus on nursing homes, the long-term care system
will remain out of balance until community-based services can be developed;

(4) a moratorium on the addition of nursing home beds will encourage the
development of home and community-based services, and direct the state3 resources toward
the services that can best meet the needs of the recipients; and

(5) a moratorium on the addition of nursing home beds will facilitate actions
to provide a more balanced system of care, more appropriate placement of seniors, and
additional client choice, and to avoid new long-term care costs.

* Sec. 2. MORATORIUM FOR CERTIFICATE OF NEED, (&) Notwithstanding
AS 18.07, the Department of Healthand Social Services may not accept anapplication for a
certificate of need under AS 18.07,and the department may not grant a certificate of need
based on an application filed before the effective date of this Act, except as provided in (b)
of this section, for

(1) construction of a health care facility that includes nursing home beds
requiring licensure under AS 18.20.020; or

(2) conversion of a building or part of a building to include nursing home beds.

(b) The Department of Health and Social Services shall consider the findings in sec. 1
of this Act when reviewing an application under AS 18.07 that was pending on the effective
date of this Act for the addition of nursing home beds or the conversion of existing beds to
nursing home beds. The department may grant a pending application only when granting it
would be consistent with the policy underlying the findings in sec. 1 of this Act.

(c) Notwithstanding AS 18.20, the department may not issue a license for

(1) construction of a health care facility that includes new nursing home beds;
or

(2) additional new nursing home beds in a health carc facility.

(d) In this section, "nursing home bed" means a bed not used for acute care in which
nursing carc and related medical services are provided over a period of 24 hours each day to
individuals admitted because of illness, disease, or physical infirmity; the term "nursing home
bed” does not include acute care beds converted to skilled nursing home beds used for
transitional short-term care needs.

* Sec. 3. WORKING GROUP; REPORT, (a There isestablished a six-member working

CSHB 528(FIN) -2-
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group to analyze issues regarding long-term care services in the state. The members of the
group are

(1) two individuals appointed by the governor who are involved in providing
long-term care services, one of whom 1is a licensed nursing home administrator who operates
a community nursing home Iin this state;

(2) two individuals appointed by the governor who are receiving long-term care
services, at least one of whom must be at least 60 years of age;

(3) the commissioner of administration, or the commissioner 3 designee; and

(4) the commissioner of health and social services, or the commissioner 3
designee.

(b) The working group established under this section may select a presiding officer
from among its members.

(c) After gathering information through methods considered appropriate by the group,
the working group established under this section shall prepare a report tha" includes the
following:

(1) a description of the current status and costs of the state3 system for long—
term care services;

(2) the projected number of state residents who will be needing long-term care
services through the year 2000, the year 2005, the year 2010, and the year 2015;

(3) the projected costs to the state, based on the projection of needs under (2)
of this subsection, if no changes are made to the state3 present system of long-term care
services;

(4) an estimated number of state residents who are currently receiving care in
nursing facilities that could more appropriately be receiving home- and community-based care
outside of nursing facilities;

(5) a description of the alternative methods available to provide nursing care
for state residents and the relative cost to the state for these methods; and

(6) recommendations for principles that should be used to guide the
development of the state3 long-term care system, including principles that should guide the
cerliflcate-of-need process under AS 18.07.

(d) The working group shall deliver its report to the governor by the First day of the

3 CSHB 528(FIN)
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First Regular Session of the Twentieth Alaska State Legislature and notify the legislature that

the report is available.

* Sec. 4. Section 3 of this Act is repealed on the first day of the First Regular Session of

the Twentieth Alaska State Legislature.

* Sec. 5. Sections 1 and 2 of this Act are repealed May 1, 1998.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c)-

CSHB 528(FIN) A-
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1)

(2)

3)

(4)

(5)

(6)

(7)

(8)

(9)

Certificate of Need Review Criteria

The relationship of the health services being reviewed to the applicable health systems
plan and annual implementation plan adopted pursuant to section 1513(1)) (2) and (3),
respectively, of the Act.

The relationship of services reviewed to the long-range development plan (if any) of the
person providing or proposing such services.

(i) The need that the population served or to be served has for the services proposed
to be offered or expanded, and the extent to which low income persons, racial and
ethnic minorities, women, handicapped persons, and other underserved groups are likely
to have access to those services.

(i) In the case of a reduction or elimination of a service, including the relocation of a
facility or a service, the need that the population that is presently served has for the

service, the extent to which that need will be met adequately by the proposed relocation

or by alternative arrangement, and the effect of the reduction, elimination or relocation

of the service on the ability of low income persons, racial and ethnic minorities, women,

handicapped persons, and other underserved groups to obtain needed health care.

The availability of less costly or more effective alternative methods of providing the
services to be offered, expanded, reduced, relocated or eliminated.

The immediate and long-term financial feasibility of the proposal, as well as the probable
impact of the proposal on the costs of and charges for providing health services by the
person proposing the new institutional health services.

The relationship of the services proposed to be provided to the existing health care
system of the area in which such services are proposed to be provided.

The availability of resources (including health manpower, management personnel, and
funds for capital and operating needs) for the provision of the services proposed to be
provided and the availability of alternative uses of such resources for the provision of
other health services.

The relationship, including the organizational relationship, of the health services
proposed to be provided to ancillary or support services.

Special needs and circumstances of those entities which provide a substantial portion
of their services or resources or both, to individuals not residing in the health service
areas in which the entities are located or in adjacent health services areas. Such entities
may include medical and other health professional schools, multidisciplinary clinics and
specialty centers.

K\ira.[Qu\ P



(10)

(11)

(12)

(13)

(14)

The special needs and circumstances of Health Maintenance Organizations for which
assistance may be provided under Title XIIl of the Social Security Act. Such needs
and circumstances shall be limited to:

(i))The needs of enrolled members and reasonably anticipated new members of the
HMO or proposed HMO for the new institutional health services proposed to be
provided by the organization.

(ii) The availability of the new health services from non-HMO providers or other HMO's

in a reasonable and cost-effcctive manner which is consistent with the basic method of

operation of the HMO or proposed HMO. In assessing the availability of these health
services from these providers, th; agency shall consider only whether the services from
these providers:

(A) Would be available under a contract of at least five years duration;

(B) Would be available and conveniently accessible through physicians and other
health professionals associated with the HMO (For example - whether physicians
associated with the HMO have or will have full staff privileges at a non-HMO
hospital);

© Would cost no more than if the services were provided by the HMO or proposed
HMO; and

(D) Would be available in a manner which is administratively feasible to the HMO
or proposed HMO.

(iii) Any other factors that the State Agency may propose and the Secretary may, in
accordance with paragraph (c) of this section, find to be consistent with the purpose of
Title Xlil of the Act.

The special needs and circumstances of biometrical and behavioral research projects

which are designed to meet a national need and for which local conditions offer special
advantages.

the case of a construction project -

t.) The costs and methods of the proposed construction, including the costs and methods
of energy provision, and

(i) The probable impact of the construction project reviewed on the costs of providing
health services by the person proposing such construction project.

The contribution of the proposed new institutional health service in meeting the health
related needs of members of medically underserved groups which have traditionally
experienced difficulties in obtaining equal access to health services (for example, low
income persons, racial and ethnic minorities, women, and handicapped persons),
particularly those needs identified in the applicable health systems plan and annual
implementation plan as deserving of priority.

The special circumstances of health care facilities and HMO’s with respect to the need
for conserving energy.
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CS FOR HOUSE BILL NO. 528( )
INTHE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE -SECOND SESSION
BY

Offered:
Referred:

Sponsor(s): HOUSE FINANCE COMMITTEE
A BILL

FOR AN ACT ENTITLED
"An Act relating to applications for certificates of need and licensing of nursing
homes; temporarily amending the standard of review for applications for
certificates of need for nursing home beds; prohibiting the issuance of a license
for additional nursing home capacity in the state until July 1, 1997; establishing
a planning group to study and issue a plan about long-term care; and providing

for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds that
(1) many nursing home residents would benefit from care that is less intensive
and less co ..y than nursing home care through assisted living facilities or through home care
agencies;
(2) this state has only recently begun to develop a system for providing long—

term care for seniors needing care through home care or assisted living facilities so that the

1- CSHB 528( )
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long-term care system is not in balance at the present time;

(3) with the unnecessary focus on nursing homes, the long-term care system
will remain out of balance until community-based services can be developed;

(4) a moratorium on the addition of nursing home beds will encourage the
development of home and community-based services, and direct the state"s resources toward
the services that can best meet the needs of the recipients; and

(5) a moratorium on the addition of nursing home beds will facilitate actions
to provide a more balanced system of care, more appropriate placement of seniors, and
additional client choice, and to avoid new long-term care costs.

* Sec. 2. MORATORIUM FOR CERTIFICATE OF NEED, (@ Notwithstanding
AS 18.07, the Department of Health and Social Services may not grant a certificate of need,
except as provided in (b) of this section, for

(1) construction of a health care facility that includes nursing home beds
requiring licensure under AS 18.20.020; or

(2) conversion of a building or part of a building to include nursing home beds.

(b) The Department of Health and SocialServices shall consider the findings insec. 1
of this Act when reviewing an application under AS 18.07 for the addition of nursing home
beds or the conversion of existing beds to nursing home beds. The department may grant an
application only when granting itwould be consistent with the policy underlying the findings
in sec. 1 of this Act.

(c) Notwithstanding AS 18.20, the department may not issue a license for

(1) construction of a health care facility that includes new nursing home beds;
or

(2) additional new nursinghome beds in a health care facility.

(d) In this section, "nursing homebed” means a bed not used for acute care in which
nursing care and related medical services are provided over a period of 24 hours each day to
individuals admitted because of illness, disease, or physical infirmity; the term "nursing home
bed™ does not include acute care beds converted to skilled nursing home beds used for
transitional short-term care needs.

*Sec. 3. PLANNING GROUP; REPORT, (&) There is established a six-member planning

group to analyze issues and p.l:pare a plan regarding long-term care services in the state. The

CSHB 528( ) -2-
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members of the group are

(1) two individuals appointed by the governor who ate involved in providing
long-term care services, one of whom must be an administrator of a licensed community-
owned or nonprofit nursing home;

(2) two individuals appointed by the governor who are receiving long-term care
services, at least one of whom must be at least 60 years of age;

(3) the commissioner of administration, or the commissioner 3 designee; and

(4) the commissioner of health and social services, or the commissioner 3%
designee.

(b) The planning group established under this section may select a presiding officer
from among its members.

(c) After gathering information through methods considered appropriate by the group,
the planning group established under this section shall prepare a plan that includes the
following:

(1) a description of the current status and costs of the state3 system for long—
term carc services;

(2) the projected number of state residents who will be needing long-term carc
services through the year 2000, the year 2005, the year 2010, and the year 2015;

(3) the projected costs to the state, based on the projection ofneed.”, under (2)
of thissubsection, if no changes are made to the state3 present system of long-term care
services;

(4) an estimated number of state residents who are currently receiving care in
nursing facilities that could more appropriately Ire receiving home- and community-based care
outside of nursing facilities;

(5) =description of the alternative methods available to provide nursing care
for state residentsand the relative cost lo the state for these methods; and

(6) recommendations for principles that should be used to guide the
development of the state® long-term carc system, including principles that should euide the
certificatc-of-nccd process under AS 18.07.

(d) The planning group shall deliver its plan to the governor by the first day of the

First Regular Session of the Twentieth Alaska State Legislature and notify the legislature that

3- CSHB 528 )
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the plan is available.

* Sec. 4. Section 3 of this Act is repealed on the first day of the First Regular Session of
the Twentieth Alaska State Legislature.

* Sec. 5. Sections land 2 of this Act are repealed July 1, 1997.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).
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CS FOR HOUSE BILL NO. 528(HES)
INTHE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE -SECOND SESSION
BY THE HOUSE HEALTH, EDUCATION ANI) SOCIAL SERVICES COMMITTEE

Offered: 3/18/96
Referred: Finance

Sponsor(s): HOUSE FINANCE COMMITTEE
A BILL
FOR AN ACT ENTITLED
"An Acl relating to applications for certificates of need and licensing of nursing
homes; amending the standard of review for certificates of need for health care
facilities in the state; establishing a moratorium with respect to new applications
by prohibiting the issuance of a certificate of need or a license for additional
nursing home capacity in the state until July 1, 1997; establishing a working

group to study and issue a report about long-term carc; and providing for an

effective date."

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

~Section 1. FINDINGS. TIllcJegishHurr fir» b - -~
furrcut availability of nursing home beds exceeds the actual need for

the stale;
1989. based on national statistics, this state has had one of the lowest

s-forntir.Mnrhy jinis'in the natnmH*Mtb-a-77 #inrrccnt occunancv rale
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based on an application filed before the effective date of this Act, except as provided in (b)

of this section, for

(1) construction of a health care facility that includes nursing home beds

requiring licensure under AS 18.20.020; or

1

2

3

4

5 (2) conversion of a building or part of a building to include nursing home beds.
6 (b) The Department of Health and Social Services shall consider the findings in sec. 1
7  of this Actwhen reviewing an application under AS 18.07 that was pending on the effective
8 date of this Act for the addition of nursing home beds or the conversion of existing beds to
9 nursing home beds. The department may grant a pending application only when granting it

10 would be consistent with the policy underlying the findings in sec. 1 of this Act.

11 (e) Notwithstanding AS 18.20, the department may not issue a license for

12 (1) construction of a health care facility that includes new nursing homebeds;
13 or

14 (2) additional new nursing home beds in a health care facility.

15 (d) In this section, "nursing home bed" means a bed not used for acute care in which

16 nursing care and related medical services are provided over a period of 24 hours each day to
17 individuals admitted because of illness, disease, or physical infirmity; the term "nursing home
18 bed" docs not include acute carc beds converted to skilled nursing home beds used for

19 transitional short-term care needs.
20 *Sec. 4. WORKING GROUP; REPORT, (a) There is established a six-member working

21group to analyze issues regarding long-term care services in the state. The members of the

22 group are

23 (1) two individuals appointed by the governor who are involved in providing

24  long-term carc services* o n t o”ruOV-vonnrx \~\(Lcotsd¢ no.c*3\c”*"Korn{.
ft&rr\Xa =* m » t 0 v y Com mu.nl v--v

25 (2) two individuals appointed by the governor who are receiving long-term care 0

26  services, at least one of whom must be at least 60 years of age; Pesee 0 re C_; nV' o

27 (3) the commissioner of administration, or the commissioner’s designee; and

28 (4) the commissioner of health and social services, or the commissioner’s

29 designee.

30 (b) The working group established under this section may select a presiding officer

31 from among its members.
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CS FOR HOUSE BILL NO. 528(HES)
INTHE LEGISLATURE OF THE STATE OF ALASKA

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

Offered: 3/18/96
Referred: Finance

Sponsor(s): HOUSE FINANCE COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to applications for certificates of need and licensing of nursing
homes; amending the standard of review for certificates of need for health care
facilities in the state; establishing a moratorium with respect to new applications
by prohibiting the issuance of a certificate of need or a license for additional
nursing home capacity in the state until July 1, 1997; establishing a working

group to study and issue a report about long-ter:u care; and providing for an

effective date."

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

r*\Seetion 1. FINDINGS. The legislature fir\ds ihm -
urrent availability of nursing home beds exceeds the actual need for
the state;
1989, based on national statistics, this state has had one of the lowest

s~for nursing liuiiics"in the natiem-wid occupancy;
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in 1992 being ihc second lowest in the nation; in 1995, statistics show that (he statewide
nursing home occupancy rate in the state was only 85 percent, which is still low by national
standards;

(3) many nursing home residents would benefit from care that is less intensive
and less costly than nursing home care through assisted living facilities or through home care
agencies;

(4) this state has only recently begun to develop a system for providing long-
term care for seniors needing care through home carc or assisted living facilities so that the
long-term care system is not in balance at the present time;

(5) with the unnecessary focus on nursing homes, the long-term care system
will remain out of balance until community-based services can be developed;

(6) a moratorium on the addition of nursing home beds will encourage the
development of home and community-based services, and direct the state’s resources toward
the services that can best meet the needs of the recipients; and

(7) a moratorium on the addition of nursing home beds will facilitate actions
to provide a more balanced system of care, more appropriate placement of seniors, and
additional client choice, and to avoid new long-term care costs.

AS 18.07 QA ie ampnH/I
\ Sec. 18.07.041. STANDARj/oF REVIEW FOR APPLICATIONS FOR
XCERTIFICATES 0F NEED. Thp'office shall grant a sponsor a certificate of need or
modify a certificate of need/if the department finds a lack of available [THE
AVAILABILITY AND QtIALITY OF EXISTING] health care resources in the state.
The Affice shall consider the most cost-effective means of providing services and
consider the stdte and federal financinp available for those services before
determimny/that a certificate will he granted [OR THE ACCESSIBILITY TO
THOSE/RESOURCES IS LESS THAN THE CURRENT OR PROJECTED
REQUIREMENT FOR HEALTH SERVICES REQUIRED TO MAINTAIN THE
480B-HEALIVJF Cn7ZENS~t7FTHTS~STATEDb

¢'Sec. 3. MORATORIUM FOR CERTIFICATE OF NEED, (a) Notwithstanding
AS 18.07, the Department of Health and Social Services may not accept an application for a

certificate of need under AS 18.07, and the department may not grant a certificate of need

CSHB 52*(HKS) _ -2- 11B0528b
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based on an application filed before the effective date of this Act, except as provided in (b)
of this section, for

(€)) construction of a health care facility that includes nursing home beds
requiring licensure under AS 18.20.020; or

(2) conversion of a building or part of a building to include nursinghome beds.

(b) The Department of Health and Social Services shall consider the findings insec. 1

of this Act when reviewing an application under AS 18.07 that was pending on the effective
date of this Act for the addition of nursing home beds or the conversion of existing beds to
nursing home beds. The department may grant a pending application only when granting it
would be consistent with the policy underlying the findings in sec. 1 of this Act.

(c) Notwithstanding AS 18.20, the department may not issue a license for

(1) construction of a health care facility that includes new nursinghome beds;
or
(2) additional new nursing home beds in a health care facility.

(d) In this section, "nursing home bed" means a bed not used for acute care in which
nursing care and related medical services are provided over a period of 24 hours each day to
individuals admitted because of illness, disease, or physical infirmity; the term "nursing home
bed" does not include acute care beds converted to skilled nursing home beds used for
transitional short-term care needs.

*Sec. 4. WORKING GROUP; REPORT, (@) There isestablished a six-member working

group to analyze issues regarding long-term care services in the state. The members of the

group are
() two individuals appointed by the governor who are involved in providing
long-term care services* oocC - "-0"ko rrrx O U\<Ico”>-c & no.c"*j\n~rnr=
Atr\»o %» & opc-rpiH~” mu n Ihwe
(2) two individuals appointed by the governor who arc receiving long-term care <
vAo ry,t. Vimi t
services, at least one of whom must be at least 60 years of age; 0 1n fy \c.
(3) the commissioner of administration, or the commissioner 3 designee; and
(4) the commissioner of health and social services, or the commissioner 3
designee.

(b) The working group established under this section may select a presiding officer

from among its members.

1B 3 CSBIMKS)
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(c) After gathering information through methods considered appropriate by the group,

the working group established under this section shall prepare a report that includes the

following:

(1) a description of the current status and costs of the state3 system for long-

5term care services;

6

7

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

(2) the projected number of slate residents who will be needing long-term care
services through the year 2000, the year 2005, the year 2010, and the year 2015;

(3) the projected costs to the state, based on the projection of needs under (2)
of this subsection, ifno changes are made to the state3 present system of long-term care
services;

(4) an estimated number of state residents who arc currently receiving care in
nursing facilities that could more appropriately be receiving home- and community-based care
outside of nursing facilities:

(5) a description of the alternative methods available to provide nursing care
for state residents and the relative cost to the state for these methods; and

(6) recommendations for principles that should be used to guide the
development of the state3 long-term care system, including principles that should guide the
certificale-of-need process under AS 18.07.

(d) The working group shall deliver its report to the governor by the first day of the
Regular Session of the Twentieth Alaska State Legislature and notify the legislature that
the report is available.
* Sec. D. Section 4 of this Act is repealed on the first day of the First Regular Session of
the Twentieth Alaska State Legislature.
* Sec. 6. Sections 1 and 3 of this Act are repealedJuly-1, i99S

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).

CSIIB 52«(I11ES) 11B0528b
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April 1Q 199?

Araumgnt» m Support proposed substitute for cs HB 528 before
houto Finance CpmmlttM~Aprdl :ULJ996.. The Proposed substitute bill will
continue to stop the construction of new nursing home beds or the conversion of
hospital beds to nursing home beds in Alaska until July 1. 1997. The proposed
substitute bill makes these changes:

Section 1 - Page 1 deletes subparagraph (1) and subparagraph (2) in the
Findings. These two paragraphs were misleading on the availability of nursing home
beds in the state. Nursing homes in Fairbanks, Nome and Anchorage are more than
90% full.

£gs.tlan 2 ---gpge-2i_is de kted,

The Findings in Section 1 indicate the purpose of this bill is to stop the building
of any nursing home beds in Alaska for at least a year so we can look at less
expensive ways to provide care to seniors and the disabled.

Section 2 is not germane to the bill. It allows the Department of Health &
Social Services to establish state policy on the funding of new construction or new
services for health care facilities in Alaska. This is the responsibility of the Legislature.

Under the CON law, thhe Department is not suppose to issue a Certificate of
Need if there is “less costly or more effective alternative methods of providing the
services to be offered, for) expanded "

Section 3. line 29. page 2 - the language that would not allow an
application for a certificate of need to be submitted is removed. The section would
still not allow the granting of a certificate of need or the conversion of hospital beds
to nursing home beds until July 1, 1997. This would allow a community to apply for a
CON, and let the Department evaluate that CON. Otherwise this one year moratorium
will turn into a 2 or more year moratorium. Valley hospital in Palmer has a CON
pending for the Mat Su Valley. This CON was submitted in December, 1995. They
deserve to know before July 1, 1997 whether or not the CON will be approved.

Section 4. page 3. line 20. - The changes in this section are to:
A - change of the name of the working group to planning group and to have
this group not only answer the questions in this section, but to bring back to the

Legislature what the plan should be to meet the long term care needs of all Alaskans.

B. have one of the two providers on the planning group to be a licensed
nursing home administrator who operates a community nursing home here in Alaska.

More Information - Harlan Knudson, ASHNHA 586-1790. ##t#end###
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) JUNEAU, ALASKA 99811-0601
PHONE: E907;465 3030
OFFICE OF THE COMMISSIONER | FAX:  (907)465-3068

ISSUES ANALYSIS
CS FOR HOUSE BELL 528(HES)

“An Act relating to applications for certificates of need and licensing of nursing homes; amending
the standard of review for certificates of need for health care facilities in the state; establishing a
moratorium with respect to_new applications by prohibiting the issuance of a certificate of need or a
license for additional nursing home capacity in the state until July 1, 1997; and providing for an

effective date.””

The Department of Health and Social Services strongly supports CSHB 528 and agrees with the

legislative findings that are included in the bill.
This bill sets out legislative findings that no new beds are needed and that home a..d community-
based services should be promoted. CSHB 528 places a one year moratorium on construction

and/or the addition of nursing care beds and changes review standard language for the certificate of

need (CON) program.

The adoption of CSHB 528 will:

1. Contain Medicaid costs;

2. Encourage the development ofhome and community based services;

3. Allow time for Alaska to move towards amore balanced long-term care system;

4. Provide more appropriate placement of seniors;

5. Redirect resources towards the services that can best meet the needs of recipients; and

6. Provide seniorswith more choices in long-term care services.

The new CON review standard language will reflect current trends in care delivery, is more
understandable, and gives the department more flexibility in meeting long-term care needs. The
new standard gives greater consideration to client choice, alternatives, cost effectiveness,

population base, and the continuum of care rather than just looking at the availability and quality of

a service.
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No new nursing care beds need to be built in the foreseeable future because of low statewide
occupancy rates and the movement to more community based services. Although some Alaskan
nursing homes may have high occupancy rates, the statewide occupancy rates remain low. In 1992,
Alaska 3 statewide occupancy rate was only 77.5%, compared with the national average of 89.0%.
In 1995, statistics show that the statewide nursing home occupancy rate had risen to only 85%,

which is still low by national standards.

The health care industry in Alaska plans to build 147 new nursing home beds and 18 replacement
beds by the year 2000. Ifall of the beds are built, the Medicaid budget will increase over a 5 year
period of time from an estimated $3.6 million in the second year to $15.4 million annually by the
year 2002. Half of the money ($1.8 to $7.7 million) will come out of the State general fund.
Alaska 3 existing long-term care system is already “tinbalanced””in favor of institutional nursing
home services. This means that seniors often have to choose a nursing home which is the most
intensive, restrictive, and expensive type of care because there are not enough community-based
services available. The growth and maintenance of community based ca-e is tlireatened by
construction of unnecessary nursing home beds. Medicaid growth is likely to be capped or severely
reduced in the future. If new nursing care beds are added, seniors~choices will be restricted
because funding new nursing beds competes directly with funds available for community based
services. A moratorium on new nursing home beds will encourage the development of home and
community based services and allow time for Alaska to move towards a more balanced long-term

care system.

Nursing home care beds are much more costly than community based services. In 1993, the
average annual Medicaid rate for a nursing home bed was $80 thousand while typical costs for
community based care range from $19 thousand to $52 thousand per client. Before committing
scarce financial resources to unneeded new nursing beds, Alaska needs to ensure better access to
community based services. A very large percent of nursing home care is paid for by Medicaid.
Nursing care beds in Alaska are extremely costly (nearly $86 thousand per year per bed) which is
much higher than other states (an estimated $30 thousand more annually per bed than Oregon).
This high cost exhausts most nursing home patient3 resources in a short time. Most nursing home
patients are forced to turn to welfare (Medicaid) to pay for care. As a result, 89% of ail clients in

Alaska nursing homes as of July 31, 1995, were Medicaid funded.

Nursing home care is not what Alaskan seniors want. They have indicated through surveys an
overwhelming preference for alternatives to nursing homes. They want to live in the least
restrictive setting close to family and friends. Community based alternatives to nursing homes

allow seniors to stay athome longer and therefore avoid entirely or delay expensive nursing care.
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CSHB 528 allows for the conversion of existing acute care beds to skilled nursing beds used for
transitional short-term care. This will allow Alaska 3 hospitals the flexibility to transition patients

out to the appropriate setting and utilize some of the many empty acute beds in the state.

Another component of CSHB 528 calls for the establishment of a 6-member working group
composed of consumers, providers, and representatives of the state to analyze long-term care
issues. This group would gather information and write a report within a year on the projected need
for long-term care services, the status and cost of the system, alternatives to nursing homes, the
estimated number of individuals currently in nursing homes who could live inan alternative setting,

and recommendations for principles to guide the long-term care system and certificate of need

process in the next five to twenty years.

In addition to the moratorium, CSHB 528 amends the standard of review for applications for
certificates of need. The current review language in AS 18.07.041 is based on an old federal law
from the 1970 3 which does not reflect the current health care trend towards less intensive care and
shorter inpatient stays. The current language does not require consideration of less costly
alternatives, the appropriate placement of clients, client choice, whether the population base is large
enough to financially support a service, or ifthe state can afford it The new language will redefine
the standard by reflecting current trends, making the language more understandable, and giving the

department more flexibility in considering tiremost cost effective means of providing services.

Recommended By:

Department of Health and Social Services

Date:

Approved by:
Karen Perdue, Commissioner
Department of Health and Social Services

Date:
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Representative Mark Hanley
Room 507

State Capitol
Juneau, Alaska 99801-1182

March 1,1996

Dear Representative Hanley;

Thank you for your efforts in addressing Lite long-term carc needs .of Alaskans with
disabilities through House Bill 528. The Governor 3 Council on Disabilities and Special believes
that House Bill 528 will encourage the development of borne care services.

After looking into this issue with you last session,” we found that Alaska has more long—
term care beds insome communities than are required. In addition, the state currently has virtually
no way to halt the process that hospitals and nursing homes use to increase the number of beds or
convert from one kind of service to another. The operational costs fall to the state. For example,
ten new long-term care beds cost the state roughly $1 million in unplanned, unbudgeted Medicaid
program expenses. Ifexcess beds are available, the current nursing home rate structure creates an
incentive for institutions to work diligently to fill them with Medicaid recipients.

Facility-based care belongs on the spectrum of services to individuals who have
disabilities. However, ttshould be a service of last resort. Alaskans who have disabilities benefit
more from carc which keeps them in their homes and communities. Facility-based carc, at an
average cost of $100,000 per person per year, ismuch more expensive than community-based
care, at an average cost of $3,920 per person per year. Consequently, the state loses money when
Alaskans stay in facilities.

This bill provides for a much needed moratorium on the construction of long-term care
beds. During the moratorium, state agencies will provide more appropriate placement of seniors
and people with disabilities, resources will be redirected towards services that can best meet the
needs of recipients, and Medicaid costs will be contained. Enclosed please find the Council®s
position paper from last year.

Again, thank you for your attention to the needs of Alaskans with disabilities. Ifwe can
assist in any way, please call the Council 3 Executive Director, David Maltman. at (907) 563-5355.

Sincerely,

Kathy Fitzgerald
Governor 3 Council on Disabilities
and Special Education, Chair

Enclosure
cc: (H)HESS Chair

ADDITIONAL INFORMATION FROM GOV'S COUNCIL ON DISABILITIES & SPEC EDUCATION
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Impact of a moratorium on long-term care beds in Alaska

April 18,1995
Introduction

The Governor's Council on Disabilities and Special Education (the Council)

— -advocates on behalf of individuals who have developmental disabilities and
their families. Most people who have severe, lifelong disabilitfesuse services
funded by Medicaid. When the Medicaid program changes, the individuals
most affected are those with disabilities.

In the mid-80s, the Council identified ways that Alaska could optimize Medicaid
funding for individuals who have severe disabilities through Waivers. With the
Older Alaskans Commission and the Department of Health and SodaJ Services
(DHSS), the Council developed a package of Waivers and the TEFRA Option in
1992. These innovations maximize federal Medicaid funding while reducing
the cost to the state. The Council is interested in continuing to work with the
Legislature and DHSS in identifying ways to use Medicaid more efficiently.

To this end, the Medicaid Subcommittee has investigated several ways to
decrease the cost of Medicaid while improving program efficiency. One way to
cut the cost of Medicaid is to place a moratorium on long-term care beds. This
paper describes the problem, impact on individuals who have developmental
disabilities, the cost of service, and the factors involved in a moratorium.

Recommendation

The Council recommends that the legislature Impose a two year mof~orium on
long-term care bed construction and conversion. During this two year period,
DHSS should reassess the process by which Certificates of Need are given.

Problem Statement

The Legislature is seeking ways to decrease the cost of health coverage to poor
people in Alaska. Several ways to cut the cost of Medicaid deserve considera-
tion. This paper will discuss one way to cut Medicaid costs, and the Implications
for Alaskans who have disabilities and their families.

AEES 'NXAJ 1185 dNH3OAAD OH6 aM9%6-9 HWJ
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Last year, the Legislature decreased Medicaid funding in two ways. By requir-
ing that Medicaid recipients pay a share of home and community based care
costs, the Legislature hoped to decrease the state's cost. The Legislature also
chose to eliminate funds, resulting in loss of eight services to adults, as allowed
in AS 47.07.035. These decreases came from the Medicaid non-facility budget,
which serves most poor and disabled Alaskans at a fraction of the cost of facility
based care. These decreases have hampered implementation of the home and
community based waivers, which the 18th legislature put into place. Individuals
ready to transition out of hospital based care are hard pressed to leave,
because necessary community based care is not paid by Medicaid or is more
costly to the consumer. The state pays a higher price for the same services in
the institutional setting than in a community setting.

Alaska has been conservative in capturing federal dollars to supplement state
health and social service expenditures. Imminent federal initiatives to give
states funds through block grants will decrease Alaska's federal receipts signifi-
cantly. This is not the time to cut Medicaid expenditures; it is time to assure that
Alaska has the fiscal flexibility to meet adequately the needs of its poorest and
most disabled citizens.

Cost of services

Alaska’s costs of services are distributed disproportionately across the
Medicaid-eligible population. A brief review of Medicaid expenditures in FY94
reveals that relatively few Alaskans require high cost Medicaid services-yet the
bulk of funds pay for services to these few Alaskans who have serious
disabilities. This high-cost care is paid to hospitals, nursing homes, and
intermediate care facilities.

The state's Medicaid funds are tied to institutional care because of a federal
requirement known as the Boren Amendment. The Boren Amendment
guarantees institutional facilities reasonable payment rates. As long as poor
Alaskans are in hospitals and nursing homes, the state is forced to pay these
institutions anywhere from $72,000 to $300,000 per person per year. Not only
are Alaska's Medicaid dollars funding institutional care, but state general funds
cover 100 percent of the care to 2,200 Alaskans with disabilities who do not
reside In institutions. The home and community based services waivers put into
place in FY94 reduce the state's tolal cost by maximizing the federal
government's share through Medicaid.

Virtually all Alaskans in institutional settings can benefit from less costly home
and community baaed care. These home and community based services are
funded in the Medicaid non-facility component. When home and community
based services are reduced or eliminated, however, the number of individuals
who can receive life-sustaining services nowhere else must return to hospitals
and nursing homes at a higher cost to the state.

A I9ESSOS 'ON XW H8SKM100A09 Ifr:6 OBl 96-9
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FY94 Medicaid Expenditure Distribution by Ellgiblea
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By fully funding lower-cost home and community based services for the
individuals who require specialized care, and reducing use of institutional care,
the state could reduce Its Medicaid expenditures significantly. Roughly,
Medicaid expenditures could look more like the chart below:
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However, as the state continues to decrease home and community based
services through cuts to the non-facility Medicaid component, the state's
Institutional cost of care will continue lo rise.
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Relevance to people with disabilities and their families

Roughly 10,600 Alaskans have developmental disabilities.l Most adults with
developmental disabilities are among the approximately 10,000 Medicaid users
who are eligible for or use SSI and Adult Public Assistance because of their
disabilities or chronic illnesses. These Medicaid users who have disabilities
are also poor, and therefore qualify for the program. The monthly income for an
individual who uses SSI and Adult Public Assistance ranges from about $800 to
$825. About 678 of these poor individuals who have disabilities or who are
aging use nursing facilities, ICFs-MR, or residential psychiatric hospital care.2
Medicaid pays for the cost of long-term care and for all other health care costs,
as required by state and federal laws.

the 67,631 individuals using the Medicaid program,341,159 are”*hildren. As
many as 15,155 Alaskan children experience health problems requiring special
care.4 About 3,500 infants and toddlers require early intervention services to
prevent or ameliorate disabilities, reducing the need for more intrusive and ex-—
tensive lifelong supports.5 Other children with disabling conditions are served
solely within the educational system, comprising 6.47 percent of the population
of all children and youth ages 3 through 21.e Despite the prevalence of
children in the Medicaid population, children are very inexpensive to serve.

About 70 percent of all Alaskans with disabilities use Medicaid services. These
are 16 percent of Medicaid users who cost the state more than $3,920, the
average yearly cost per person. Approximately 22,600 Alaskans ages 16 to 64
have work disabilities and do nci receive Institutional levels of care. Of those,
7,900 are prevented from working because of disabling conditions. An
additional 8,600 Alr?kans ages 16 to 64 have mobility and/or self-care
limitations and do not receive institutional levels of care.7 More than 95,700
Alaskans have permanent disabilities that substantially limit one or more major
life activities, have a history of such disabilities, or are regarded as having such

disabilities.8

Parents of children with disabilities often find themselves forced to live on public
assistance to guarantee Medicaid coverage for their children who have disabili-

1 Gollay.E. (1961): Summary Reporton the I, Ucatlons ofM odifying the D efinition o fdl
DevelopmentalDisabilty. Department of Health, Education & Welfare.

2 DMaionof Medical Assistance (1994). Alaska Nursing Homes Census for 6/30(94. Stats of
Alaska, Department o | Health and Social Services, Division of Medical Assistance.

3 Kim Busch, Policy Analyst, Division of Medical Assistance, February 1995. Although 83,920
Alaskans are eligible, only eighty percen}\?cttﬁlalry t*se the Medicaid progrﬁm.

4 Dick, 6.E (1992). An Estimate ofthe INUMIOEIOTC hildren wttt) Special galth care Needs n the
State ofAlaska. University of IHnols: Chicago. _

5 Division of Public Health, Section of Maternal, Child, and Family Health.

5 Deeartment of Education, Educational Program Support #199%}/: AnnualData Reports, parts I
and IV, 1991-92 School Year. Juneau, AK. Tha number of children served In all sReuaI
education programs was 11,721, The total number of children and youth ages 3 through 21 In
Alaska is 123,621 SAIaska Population Overview, 1991).

7 U.S. Department of Commerce, Bureau of the Census (1992). 1990 Census ofPopulation and
Housing.

8 Amerglcans with Disabilities Acl of 1990, Section 1(b)(2), Findings and Purposes, (a)(1).
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ties. Adults who have disabilities find themselves unabla to find work that pro-
vides them with adequate medical coverage. These individuals are those who
are least likely to leave the medical and public assistance systems because
their disabilities substantially limit their ability to work. This is also the group of
people who use most Medicaid services. Any changes to the Medicaid system
will affect them more than any other group of AJaakans.

Capping the number of long-term care beds.

In Alaska, the Medicaid facility budget accounts for 54 percent of expenditures-
a high price for relatively few services. The state pays for beds, and therefore
has fewer funds for home and community based options. At the same time,
state and federal law roquirc that individuals who require long-term care and
“who can receive home or community based care at the samecor lesser cost
shall receive that option.

Alaska Statute 18.07.031 allows anyone or any agency to spend under $1 mil-
lion to construct a health care facility, change the number of beds in a health
care lacility, or change the kinds of services provided by a health care facility9.
If a facility Intends to spend over $1 million, it requires a Certificate of Need from
DHSS. A Certificate of Need is based on the availability, accessibility, and
quality of existing health care resources. DHSS can Issue temporary and
emergency certificates, and certificates may be modified. When DHSS denies
a Certificate of Need, an applicant may appeal the denial to a hearing officer.
Appeals usually result in authorization to build, regardless of the community's
actual need for long-term cate beds.

Programs can make changes under $1 million without DHSS approval. This
creates the opportunity for unplanned increases In facility beds. Construction of
several smaller projects over a period of time has the same effect as building a
few large projects. The state currently has virtually no way to halt ‘nursing
home creep,* in which hospitals and nursing homes increase the number of
beds or convert from one kind of service to another at state expense. The op-
erational costs fall to the state, and are far more costly than the original capital
costs. For example, ten new long-term care beds cost the state roughly
$1 million In unplanned, unbudgcted Medicaid program expenses. It Is
essential that the state Identify nil needed bed space and monitor Its
construction In a planned manner.

9 Statute describes "health eve facility* as a_lonvate municipal, state, or federal hospital,
psychiatric hospital, tuberculosis hospital, skilled nursing famhtr, k|dne%/ disease treatment center,
Intermediate carc facility, and ambulatory _surgjcal facility.” 'Health utre faculty* does not mean an
Alaska Pioneers' Homo, or private physicians* or dentists' offices.
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Numbers and Costs of Long-term Care Beds in Alaska

Number of beds currently available 1,293
Beds needed in 1995 975
Beds needed in 2010 1,037
Planned new beds by 1997 123
Planned conversions by 1997 45
Average annual Medicaid cost per bed $100,000
Total avaraga annual Mecﬁcald Incrazae  $16, B30 000

There are two ways Alaska can cap or decrease the number of long-ierm care
beds: changing the Certificate of Need statute, or a legislative moratorium. The
Legislature may change the Certificate of Need statute to delete the $1 million

— threshold. By changlny the statute, however, there is no guarantee that more
beds will be built. The same problems would exist with the appeals process as
do now. Without a legislative mandate, the administration can change
regulations which now allow certain beds to be built or converted. However,
regulations could only limit the number of beds costing over $1 million, as per
cunent statute.

A two-year moratorium on beds would allow the state to re-assess the process
by which Certificates of Need are given. The Legislature may pass such a
moratorium, and mandate DHSS to develop a more appropriate certification
process. It would place a temporary halt on construction and conversion from
short term to long-term care beds. Although Alaska currently has more long-
term beds than the state will need until the year 2010, It is important to allow for
some growth in areas where long-term beds are needed by individuals for
whom home and community based care i9 not appropriate.

Implications for Alaska

Facility-based care belongs on the spectrum of services to individuals who have
disabilities. However, it should be a service of last resort. Alaskans who have
disabilities benefit more from care which keeps them In their homes and
communities.

Because facility-based care (average cost-$100,000 per person per year) is so
much more costly than community-based care (average cost-$3,920 per person
per year), the state loses money when Alaskans stay in facilities. Both Alaskans
with disabilities and the state win if a moratorium is imposed.

11aS1dNnOOAOO 9P:6 Q3fl 96-9 -NVM
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Alaska Commission an Aging

ALASKA COMMISSION ON AGING
RESOLUTION 96-3

In support o fa moratorium on construction ofadditional nursingfacility beds

WHEREAS Alaska % existing long term care system isnow largelymade up of institutional long term

care services; and

WHEREAS the current availability of nursing home beds inmany areas exceeds the actual need for

nursing home beds in the state; and

WHEREAS Alaska 3 seniors have indicated through surveys an overwhelming preference for
alternatives to nursing homes, and they want to live in the least restrictive setting close to family and

friends; and

WHEREAS seniors often have to choose nursing home care, which is the most intensive, restrictive, and

expensive type of care, because there isno community-based service available; and
WHEREAS the future of Medicaid financing isunder discussion at the federal level; and
WHEREAS the state Medicaid financing is finite and is forcing choices among Medicaid programs; and

WHEREAS thegrowth and maintenance of much needed community-based care isthreatened by

construction ofunnecessary nursing home beds; and

WHEREAS ifnew nursing home beds are added, seniors "choices will be restricted, because new nursing

home b"lds compete directly for public funds available for community-based services; and

WHEREAS House Bill 528 will encourage the development ofhome and community-based services and

allow time for Alaska to move toward a more balanced long-term care system;

NOW THEREFORE BE ITRESOLVED that the Alaska Commission on Aging strongly encourages

the Alaska Legislature to enact House Bill 528, which would place a two year moratorium on new

nursing home beds.

Adopted this 5th day of March, 1:76.

Donald M. Hoover, Chair

Alaska Commission on \ging



LONG-TERM CARE BED MORATORIUM IN ALASKA

The health care industry in Alaska is olanning to build substantial number of new long term
care beds. The total number of beds could increase by 20% withm 3 to 5 years from 909
to a total of 1,087. Letters of intent or strategic plans were received from 9 facilities
interested in adding a total of 178 new beds and 63 replacement beds. Initially, the
Medicaid budget would increase an estimated $11.9 to $12.3 million annually and
operating costs could increase substantially after that.

Seniors in Alaska want to avoid nursing homes and live at home as long as possible. The
growth and maintenance of community care will be threatened if unplanned and
unnecessary nursing home beds are allowed to be built. In 1993, the average annual
Medicaid rate for a nursing home bed was $80,926. Typical costs for community based
care were significantly lower from $19,770 to $52,389 per client.

"Home and Community-Based services" enable elderly Alaskans to avoid entirely, o.
postpone nursing home placement. Programs specifically designed to keep seniors out of
nursing homes include:

Adult day care and family respite care (AS 47.65.100) target "frail older persons and
other similarly disabled" who are "at risk of institutional placement.”

e Home and Community-Based Waivers (7 AAC 43.100) offer an alternative to
institutional care to Medicaid eligible clients.

e AS 47.33.005 promotes establishment of assisted living homes to help the elderly "age
in place.” There are currently 393 assisted living beds in Alaska.

» Personal care attendant services (7 AAC 43.750 (a)), enable an individual who would
otherwise require nursing home placement to remain safely at home.

Other services include Home Health Care (7 AAC 43.800), homemaker/chore services,
home health aid, adult foster care, specialized private duty nursing, case management, home
delivered and con' agate meals, habitation services, and transportation.

Construction of some of the nursing home beds may be prevented by the Certificate of Need
Program. However, a significant number (35 beds or 28%) could be built without a
Certificate of Need review because of loopholes in the law.

A two year moratorium on long-term care beds would allow time for the community based
services programs to more fully develop. Also, it would allow the Department of Health
and Social Services and the Division of Senior Services time to develop a plan for the
orderly development and proper mix of community based services and long-term care beds.



Potential Increase it. Long-Term-Care Beds

Plans arc being developed lo build a substantial number of new long term care beds in Alaska. The total number of beds could increase by 2()/<
from 909 to a total of 1,087. So far this year, letters of intent or strategic plans were received from 9 facilities interested in building new oi
converting to long term-care beds. A total of 178 new beds and 63 replacement beds are planned. Pivc beds weie built in 1994, and 52 beds
could lie built in 1995. ipact: Medicaid costs for the next decade could increase by $11- $15 Million (capital) and $108 million (operating).

1 Teller of Intent or Number of Estimated Estimated Is a CON Animal Medicaid Annual Medicaid
Flans Received: lleds Planned Construction Cost Completion Date  Required? Construction Costs ~ Operating Costs

llerituge Place 15 new beds $ 920,(KM) 1/96 No $ 36,800 $ 747,578
St. Ann’s Care Ctr. 20 new/45 replaced  $ 13-20 Million 12/96-8/97 Yes $520K-.$800,000 $ 1,257,271
Valley Hospital 60 new beds $5,000,000 9/96-4/97 Yes $ 200,000 $3,445,623
So. Peninsula Itospital 8 ncw/18 replaced $ 150,0007 to $3 M 1996 or 1998-2000 No/Yes* $5K-$ 120,000 $ 728,027
YK Health Corp 34 new beds $ 6,923,720 analysis only Yes $276,949 $ 2,440,651)
Conversions:
AK Regional llosp. 16 beds $ 488,000 5/15/95 No $ 19,520 $ 918,833
Sitka Community 5 beds $ 155,000 11/94 No $6,200 $ 300,446
Fairbanks Memorial 8 to 12 beds $230,000 lo $1.3 M 1995 No/Yes* $9,2(X)-$52,000 $ 459,416
Plumfield louse 8 beds $ 6,000 June-July, 995 No $240 $459,416

Totals: 178 new, 63 replacement beds $ 26,872,720 In $ 37,792,720 4NO, 3YICS, 21INK $ 1,074909-$ 1,511,709 $ 10,757,261

joiith Peninsula Hospital is considering adding 8 LTC beds (by converting acute beds) and then building a new L IT’ facility lor $3 million in 3 to
5 years. Sitka Community Hospital wants to add additional beds at a future dale and Providence Hospital has cxpicssed interest in convening
some beds from acute to long-term Carc. Paiibanks and Alaska Regional want to designate their beds as "Subacutc care.”” St. Ann’s will be
connected lo Bartlett memorial Hospital and Valdez Hospital and Seward General Hospital are interested in merging facilities with Sourdough
Place and Wesley Rehabilitation and Care Center respectively. The purpose of co-localing is lo increase revenues. The $6.9 million YK project
would be almost totally funded by Medicaid, since fedcrul funds are not available for long-term care.

Capital depreciation will cost Medicaid an estimated .$1.1 to .$1.5 million annually, and operational costs nearly $1 1 million.. Il all the beds are
built, the fiscal impact would increase Medicaid by .$12 million annually. 44% to 66% of projects would not > reviewed by a CON. The largest
component of cost, operating costs, are 7-10 times greater than depreciation and would not > icviewed by CON. Methodology: Medicaid
occupancy rates are from the July 31, 1994, Alaska Nursing Home Census; per diem talcs fiom aspecial Medicaid Rale Advisoiy Commission
report (4/10/95). New facilities with no prior per diem rates used the swing I>ed rate of $218,52. Medicaid depreciation was figuicd by dividing
the total cost of the project by 25 years and multiplying by the percent of Medicaid utilization. Operational costs wcic figured using per diem
rales multiplied by the number of beds multiplied by the % Medicaid occupancy late.

+May require a CON if over $1 million threshold



Yukon-Kuskokwim Health Corporation

Yukon-Kuskokwim Delta Regional Hospital

"Fosienng Native SelfDeterminatnn m Primary Core, Prevention and Health Promotion™

March 12, 1996

The Honorable Cynthia Toohey
Room 104

State Capital

Juneau, AK 66501-1182

The Honorable Con Bunde
Room 108

State Capital

Juneau, AK 99801-1182

Dear Representative HoDhey and Bundc:

The Yukon-Kuskokwim Health Corporation (YKHC) is the primary regional health care provider
throughout the Yukon-Kuskokwim Delta. We serve the approximately 25,000 Alaska Native and
non-Nalivcs who make their homes in Bethel and the other 57 villages of this region. We have
had the opportunity to review HB 528, which is being beard in the Health, Education and Social
Services Committee this afternoon. This act would among other things establish a moratorium
with respect to new applications for certificates of need by prohibiting the issuance ol a certificate
of need or a license for additional nursing home capacity in the slate until July 1, 1998.

While YKHC shares the concern of members of the Legislature about unnecessary expansion of
nursing home beds in Alaska, we must oppose the bill as currently drafted. There are no nursing
home beds in the entire Yukon-Kuskokwim Delta. There is no Piooeer Home in our region. Wc
cannot accept any moratorium on expansion that would prohibit even consideration of a need for
nursing home beds in our region. The family members of an elder or injured person in our
region who wants to maintain contact with iheir loved one must now travel hundreds of miles by
plane to do so. This is certainly not an acceptable situation.

If control of unwarranted increase in nursing home beds in the state is the objective, we
respectfully recommend that the bill address the conversion of beds in projects that cost less than
the triggering amount for a certificate of need. That is the primary source of new nursing home
beds in the past few years, with the exception, of course, of the must needed replacement of
Denali Center in Fairbanks

We appreciate your consideration of our concerns. Wc are willing to work with the Committee to
try “o find more acceptable language if that would be helpful.

Smcerelv

Gene Peltola
PresidentiCEO

cc: The Honorable Tony Knowles
The Honorable Karén perdue

P.0. Bo* 287  Suite 3000  Bethel. Alaska 99559  Phone: (J07)543-6300  Fare (907) sa3-5749
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TONY KNOWLES, GOVERNOR

STATE INDEPENDENT LIVING COUNCIL 1°1] West 6™/ @*"'ue- SUItI 102
Anchorage. AK 99701-196

Phoue/TTY: (907) 272-8244
Message TTY: (907) 563-0153
Fax: (907) 277-8504

March 6. 1996

Representative Mark Hanley
Representative Richard Foster,
Co-Chairs, House Finance Committee
State Capital

Juneau. AK 99801

Dear Sirs:

he State | i et Liyi i sudpe imauction.ce e 528 Wal
Mré‘ ﬂ.q-rl?bl n Uﬁ;&%ﬁ% the%ﬁl i ﬁﬂﬁﬁ% 19
Sy Ja"Feran e Yinte

The SILC feois this legislation is long over due. It is a step in the right direction - putting
greater emphcsis on community based, individualized care versus the expensive long
term care provided via nursing homes. We feel the current system, funded in a large
part with public Medicaid dollars, is slanted toward "institutionalization” as a matter of
course when it comes to long term care for both seniors and Alaskans with severe
disabilities. In talking with our disabled colleagues across the country, we have found

this to be true in every state.

h

For example, in 1995,141,000 people with disabilities in the United States were served
in nursing homes at a cost of $9.2 billion to Medicaid, an average of $65,250 per
person. On the other hand, through Medicaid waivers, 165,000 people were provided
home and community based services at a cost of $4.3 billion, or $27,740 per person.

Alaska is no different. According to the Department of Health & Social Services, the
average annual cost to house one of our citizens in a nursing home in 1903 wee
$80,926, while typical costs for community based care ranged from $19,770 to $52,380.
DHHS is acting in the best interest of all Alaskans through their support of this
legislation, as well as their planned de-institutionalizatlon of state run facilities, such as

Harborview.
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The question of finances, and the gross inequity of care costs for institutionalization
versus community based care, is obviously a major concern to you and all Alaskans,
Your bill questions the need for more beds for senior citizens in nursing homes, but it
also addresses the question for the 140 plus Alaskans with disabilities under the age of
64 years also living in these institutions?

Do these citizens, stripped of their dignity and independence, deserve to be housed in
medical institutions? Pemaps, for some individuals wno are sick, and who require, at
the moment, 24 hour medical care, the need for care provided from these institutions is
relevant. But most people with significant disabilities who have found themselves, one
way or another, in our state sponsored institutions, are not "sick”. They are not
patients. They are people. And many of these people want out. They want
independence to direct their own lives and to cope with their disability on their own
terms. But they need our support in a way that provides them with the tools to direct

their own lives.

What are these tools that we can provide? The SILC has held a number of town
meetings around the State to gather input from the public on a number of issues that
effect the lives of persons with disabilities and their ability to live independently. We
have gathered testimony from people who live in institutions, those who have “been
freed* (as they often put it), and those who have successfully lived their lives outside
the institutional walls. We have heard from people directly, what makes it work for
them, and what would make it work better.

Foremost, it is providing a well-trained, personal assistance work force who are
available to be hired (and fired if need be) by disabled consumers themselves. Alaska
has a severe shortage of personal care assistants. Many of the programs that provide
these services are so grossly under funded (most of our Medicaid dollars is going to
institutionalizing people%. Consumers, who are trying to live independently, are given
few options as to who their care ?lver is from one week to the next. The waqes paid to
personal assistants are often so low, that not many hired “ﬁrogram" personal assistants,
stick around for very long. (People who have the ability to hire their own personal
assistants have typically fared much better, but often need help in learning how to “hire"
and “fire" such assistants). Consumers are often told their a a limit to the hours of
service they can get, so.netimes putting their very lives in danger and often times,
forcing individuals back into institutions because of the lack of consistent care. We need
to put more funding in ﬁersona_l assistance services, end we need to direct more
“consumer control™ in the services themseive*.
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Other major concerns we have heard about, for which the Council has been and will
continue to work with Legislature and other policy makers on, are transportation
services, accessible and affordable housing, access to interpreters for the deaf,
independent living skills training, recreation and more.

Again, we urge you to pass this bill. We also urge you to redirect funding now going
toward institutional care to more cost efficient, consumer directed, home and
community based services,

Should you have any questions regarding the State Independent Living Council or any
of the issues we are concerned with, please feel free to call me at 272-8244 (V/TTY).

Patrick Reinhart
Executive Director
State Independent Living Council



Senior Voice, Mitch 1996



Providence O ptions For O lder A laskans

B AN
Providence Home Health Care - 261-3173
Tin* oldest home health care provider in Alaska, caring lor die medical licet
while they remain in their own homes. We provide assistance with daily activ
services and rehabilitative services, backed by the resources of Providence,
Center. Wc also provide Lifeline personal emergency response service.

Providence Horizon House t 201-4140

An assisted living, residential community for older Alaskans that combin
carc assistance, meals and activities, all under one roof. Residents live ipji
studio apartments and help decide which services they need. rfjj

sivi

Mary Conrad Center - 333-8100

A 90-bed long-term carc facility in cast Anchorage providing 24-hour skill*thfITjrSing care
that rellccts the Providence mission of compassion, respect for the dignity of persons and
excellence of service. (Mary Conrad Center is operated by Cook Inlet Mousing Development
Corporation and managed by the Providence Health System.) -'v Ovtfev: g

Providence Extended Care*"fenter - 562-2281 ,, v V.

A 224-bed long-term carc facility in inid-town Anchorage providing 24-hour;
nursing carc and rehabilitation services. Our care alsoReflects ,tjie Providen”
emphasizing compassion and respect and striving for excellence. (Former!
of Compassion Care Center.)

Senior Connection - 762-0260"
A health promotion membership program for seniors 55 an
newsletter, insurance billing counseling and discounts 011 cafeteria in

screenings.

Extended care services of I t HiVCMEL Health System

Senior Voice, March 1996



ALASKA STATE

H ospital & Nursing Home
ASSOCIATION

March 22, 1996

Representative Mark Hanley, Co-Chair
Finance Committee
House of Representatives

State Capitol Re: Oppose CSHB 528
Juneau AK 99801-1182 Certificate of Need
Dear Repress anley:

ASHNHA, representing community hospitals and nursing homes across the
state asks that you vote "No” on CSHB 528.

ASHNHA members share with this Legislature the need to hold the 1997
Medicaid budget at no growth, but feel strongly that CSHB 528 concentrates on
nursing beds and care provided in hospitals and nursing homes while ignoring non-
facility and home-community based care that is growing in cost at almost twice the
percentage rate as facility based care.

The Certificate of Need program is a failed program. The Department that
issued the Certificate of Need for our small rural hospital/nursing homes now tells us
those beds were not needed. This same agency has provided no information on the
future need or cost for home and community based services, assisted living care or

nursing care.

CSHB 528 establishes as public policy that individuals living in Fairbanks (92%
nursing home occupancy); Anchorage (97% occupancy); Nome (100% occupancy);
Homer (100% occupancy) Bethel (no beds) and the Mat Su Valley (CON pending)
travel hundreds of miles (or leave the state) for nursing home care.

CSHB 528 - Section 1 provides misleading information on the number of
nursing home t.ds in Alaska by implying Alaska has more beds than needed and that
many current nursing home patients can be cared for in assisted living facilities.

Section 2 transfer to the DHSS the final approval of any/all CONs for
hospitals and nursing homes, authorizing DHSS to reject an approved CON based on
availability of Medicaid funding. Hospitals needing subacute care beds or new
equipment for private pay and/or Medicare patients can be denied an approved CON
because DHSS fears these needed services may impact the Medicaid budget.

(More)

319 Seward Street #11 ¢ Juneau, AK 99801 « (907) 586-1790 = Fax (907) 463-3573
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We see this section as giving the administrators within the DHSS total control
over the availability of facility based health care in Alaska.

Section 3 - prohibits the DHSS to accept a CON application for new or
conversion to nursing beds for (1 year) from effective date of the act. In 1992 there
were 764 licensed nursing home beds in Alaska (excludes Pioneer System). On
February 29, 1996 there are 761 nursing beds. Nursing home beds in the past 5
years have decreased. DHSS predictions that over a hundred new nursing beds are
going to be built in Alaska is totally without valid data.

Section 4 - Calls for work group (2 providers - 2 over age 60 consumers; 1
Dept, of Administration & 1 DHSS) to study and report back on long term care needs
i Alaska. This section added by House HESS Committee is the only section in bill that
has merit. Section 5 - repeals section 4 on the opening of the 1997 session of the
Legislature. Section 6 - sunsets moratorium on issuing a CON for nursing beds as of
July 1, 1997. Section 7 - has act take effect immediately once the Governor signs
the bill.

The association really believes that state Certificate of Need program is a
“failed” program and that enacting any part of this bill only perpetuates this failed
state program.

We ask that vou vote no on HB 528 and that you consider an appropriate
Resolution calling for the Departments of Administration. Department of Health &
Social Services, health care providers and senior health care advocacy groups to
bring back to the Legislature and Governor in 1997 answers to these kinds of

questions:

The Department of Heaith & Social Services, in collaboration with the
Department of Administration is directed to appoint an Alaska Inter-Agency - Provider
- Consumer Workgroup on Long Term Care Policies, Costs, Funding Sources & Needs.

Purpose of the workgroup will be to report to the Legislature and Governor by
January 31, 1997 on:

1. Number of individuals in Alaska over age 60, and the projected growth in
this population by ages of 60, 70, 80 and 90 needing long term ca.e services.

2. Number of disabled in Alaska who need (are eligible) for home, community
based, and nursing home care (by geographic area) in Alaska.

3. Provide both projoctions for 1998, and a methodology for identifying and
projecting the number of disabled Alaskans, and Alaskans needing senior long term
care services by geographic areas throughout Alaska that will show the need (by

individual & family) for:
(More)
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health care coordination;

* in-home respite care;

- personal care;

- adult day care;

- home health care;

- nutrition care;

- assisted living (community based and Pioneer Home)

- adult foster care

- nursing home care

The number of individuals currently residing in nursing
homes (both community and Pioneer Homes) that
meet agreed upon (health/medical/financial &
family) criteria that would indicate a lessor level
of care.

3. Report on the cost, quality review requirements, funding sources and
estimated federal, state and private expenditures for the services described in
paragraph 2.

4. Review and report back on the AARP Public Policy Institute report (#9602,
February, 1996) on New Directions for State Long Term Care Systems. This report
reviews:

- Limiting the Use of Nursing Homes;

- Expanding Home and Community-Based Services;

- The importance of maintaining family residences

- Consolidating state long term care systems

- Assuring a single point of entry into the long term care system.

5. Review and report back on the Center for Metropolitan Area Health Policy
Study (November, 1995) on The Relationship Between Certificate of Need, Long Term
Care and Medicaid Expenditures: A National Analysis. This is a national in-depth study
on the history of CON laws; the current state CON policies; the impact of CON
moratorium on bed growth, Medicaid expenditures and Medicaid reimbursement
methods. The report concludes a need for CON requirements for long term care, but
opens the door for review and debate of the need for CON requirements for acute
care, particularly under managed care reimbursement systems.

Sincerely,

President/CEO
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CARING WHERE CARE IS NEEDED
PROGRAM TAKES ON 2 PROBLEMS AT ONCE

By DAVID HULEN
Daily News reporter

CHEVAK - With a blizzard howling across the tundra, Maria Slats
slips on a pair of snow bibs and a parka, then picks up a daypack
and trudges across the village to work. Today, as she does every
weekday afternoon, she heads for the house of Mary Chimeralrea,
an elder who lives in a boxy little house in the middle of the
village.

"Cangadt?" says Slats as she steps inside, speaking in the
Cup'ik dialect of the Bering Sea coast. How are you?

Four months ago, Slats was a welfare mother, relying on a
monthly check and food stamps to support herself and three kids.
Now, she's part of an unusual new program that is training and
hiring village welfare redpients to provide home care for
elderly Bush residents.

Developed in recent months by a group of state and regional
agencies, the program is aimed at two of rural Alaska's toughest
problems - heavy dependence on public assistance in many villages
and a rapidly growing elderly population in need of care.

Chimeralrea, a slight woman in a faded blue-print kuspuk,
answers Slats' question in a near-
whisper.

"She said she”™ doing fine today," Slats translates. "She
has a slight cold and her eyes are red today. But she's doing
OK.”

Chimeralrea is frail and old. No one is sure exactly how old,
but she's thought to be in her early- to mid-90s. She has trouble
seeing, gets tired easily and moves slowly through her house,
which she shares with a grown son who works during the day at the
tribal council.

Slats steps into the house, past two dead ducks on the living
room floor, a gift for the old woman from a relative. For the
next two hours, she sits and talks with Chimeralrea, washes her
dishes, reminds her to take her medicine.

The program started last fall. With $147,000 in federal job-
training money and matching state funas, a group of state and
regional agencies recruited about two dozen villagers in the



Interior and here in Southwest Alaska as part of a pilot program
to help people off public assistance and provide care for eiders.

"We were trying to hit two problems at once,” said Patricia
Nault, an official with the state Department of Health and Social
Services.

After being screened by the regional Native health agencies,
the recruits go through three weeks of training in hubs such as
Bethel or Fairbanks to be certified nursing assistants. Then they
head home and go to work. They're each assigned elders who've
been evaluated by nurses, and a care plan is drawn up. The aides
check in several times a week with supervisors in Bethel or
Fairbanks.

The aides' salaries - $11.05 an hour - are paid for primarily
with federal Medicaid funds, which pays for similar programs for
low-income residents in other parts of the country.

Home care programs for elderly people have been growing around
in the country as an alternative to nursing homes. Here in
Alaska, several Native health agencies have made keeping elders
home a priority, and several home-care programs have been set up.
But recruiting aides has been difficult and training expensive.

The new program has provided money for training sessions out in
the regions. Planners hope to expand it to other areas of the
state.

The problem is relatively new. As modern health care became
more available in the Bush over the past 30 years, the village
elderly population has grown steadily. But there's been a cost.
While people are living longer than ever, many elders experience
the same difficulties as elderly people anywhere - loss of
mobility, higher risk or stroke and cancer and other health
problems, Alzheimer’s disease, neglect and loneliness.

Some villagers are skeptical of the home-care program, arguing
that indigenous cultures with long histories of respect for
elders shouldn't need government-paid workers to care for them.
But as a practical matter, health agencies say, many families
can't care for their elderly parents and grandparents, or need
help doing it.

Elders are sometimes sent to nursing homes in Anchorage or
Fairbanks, but some wind up miserable, according to villagers and
rural health care workers. No one speaks their language. They
can't eat their own foods. The surroundings are alien.

"The elders want to be at home in their own villages, around
their families and people they know," said Ruth Oltoff, home-
care coordinator for the Bethel-based Yukon-Kuskokwim Health
Corp.

"They don't want to move to Anchorage or even Bethel. But the
logistics in the villages of hauling water and honeybuckets and



preparing food, and then you get health problems on top of that,
it makes it very difficult for a family unless they're going to
spend 24 hours a day doing it."

Chevak, with about 600 people, has three home-care aides who've
been working since December, caring for between six and 10
elders. All the aides have gone off welfare. It's one of nine
villages in the Yukon-Kuskokwim Delta with the program. It
expands to another dozen-or-
so villages in the Y-K region next month, and at least another
dozen communities there want it.

What the aides do with their elders - they call them patients
or clients - varies depending on what the person needs.

"With her, sometimes | just sit and talk with her," says
Slats as she cleans Chimeralrea's kitchen counter. "I'll just
ask her things like, 'Have you washed your face today?' I'll help
her with her household chores ‘cause she gets very tired. But |
also just talk with her. I may be the only person who visits her
today. It brightens up her day just to have someone visit. She
brightens up my day, too. She's such a jolly person. I've learned
so much from her."

Sometimes Chimeralrea tells stories, of growing up in sod
houses in a settlement that no longer exists, of a lifetime of
traditional subsistence living. Sometimes she sings old Yup'ik
songs that tell stories about a world that doesn't exist any
more.

"She had a lot of kids but most of her kids have passed
away," Slats says. "She remembers when there was no Chevak,
just tundra here."

Other elders require much more attention.

Two houses away, another of the Chevak home-care aides, Maggie
Atcherian, sits with 90-something elder Mary Friday - bed-bound,
partially blind, paralyzed on her left side from a stroke. She
lives with an adopted grown daughter and her children, and in
recent weeks has spent her life in a bed in a comer of the
living room, next to a big window looking out on the village.
When she's not sleeping, she sits up in the bed, her head bent
over her knees, for hours at a time. Mary Friday whispers that
she's cold, and Atcherian wraps her in a sweater. She feeds her.
Atcherian takes dried herring in seal oil and peels off the skin
and tears the fish into bite-sized chunks. She combs Friday's
hair. Atcherian changes the dressing on a bed sore, helps her
with a bedpan, gives her a bath.

Friday slipped into a coma several days later, and died on
Valentine's Day.

The work is tough and can be lonely and depressing. Burnout is
common among home-care workers nationally. Some elders don't



