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reimbursement mechanism, there is no real incentive for containing 
costs. Prospective reimbursement, on the other hand, would require tliat 
hospitals negotiate the rate or cost of a service a year in advance.
The government and other third-party insurers would reimburse the 
hospital only at. the negotiated rate; therefore, costs exceeding Ihe 
rate would be borne by the hospital, and, conversely, the hospital would 
make money if costs wore kept below the negotiated rate.)

Because a competitive pricing market docs not exist anywhere in 
Alaska, eliminating the CON’ program will likely load to new, unnecded 
services and facilities which will result in increased operating costs. 
These costs are passed directly on to the buyers (patients and tax­
payers) .

Prospective reimbursement, on the other hand, comes in various 
forms and generally has been round to be more difficult to enact and 
implement than Certificate of Need. Generally speaking, prospective 
reimbursement is likely to be successful only where there has been 
political support for Certificate of Need.0

Finally, repeal of COM serves the interests of the health services 
establishment only. Those who control health-care costs would also be 
controlling capital investments. Consumers could not have a voice in 
determining the most appropriate and affordable level of service for 
their community or region.

MODIFY THE CON PR0C12SS

This option assumes that the CON program has been effective and can 
be modified to make it more efficient. The scope of the CON program 
could be scaled back by raising threshold levels and exempting certain 
non-clinical capital expenditures. Under this option, the CON program 
could be reduced further if a market capable of insuring an appropriate 
allocation of services emerged or to complement a prospective reimburse­
ment system.



r  ,r  • '

Rl;CQ\!Nn:NDy\TIONS

The Alaska Health Coalition recommends that negotiations take place 
among members of the Alaska State Hospital Association, the Legislature, 
and the Administration to work out revised COX regulations.

2. Exempt all non-clinical capital expenditures. 'Hie bill should 
indicate tliat non-clinical services which arc not subject to 
review include, but are not limited to: parking, telephone
systems, day care, mailrooms, heating and air conditioning, 
blood bank, dietary/cafeteria, laundry and linen, medical 
records, business office, housekeeping, central supply, li­
brary, reception, and data processing. This exemption would 
apply only if one of these non-clinical projects was the main 

. purpose of the application, lor example, a project proposing a 
new facility could still include review and consideration of 
the non-clinical activity if it were part of a larger project.

3. Expedite review of capital equipment replacement.

5. Provide tliat each .legislator he informed of all projects in 
his/her district, especially regarding the outcome of the 
review.
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APPENDIX

NATIONAL HEALTH PLANNING AND DEVELOPMENT ACT Ol- 1974 

INTRODUCTION

Public Law 93-641, (National Health Planning and Resource Develop­
ment Act), passed by the U.S. Congress in 1974, established a national 
health planning program which was implemented in each state and several 
American territories. The intent of Congress was lo integrate pre­
viously sponsored programs (llill-llurton, P'gional Medico] ’Program, 
Comprehensive Health Planning), retain the host features of each, and 
address major national, state, and local concerns about the current 
planning, development, and operation of the nation's health care system. 
To address these concerns, the Act authorized the designation and 
funding of state and regional hcaith planning agencies and set forth 
several functions these agencies had iu perform in order to further the 
"achievement of equal access to quality health care at a reasonable 
cost."

HEALTH SYSTEMS AGENCIES

Health Systems Agencies (HSAs) were designated as local or regional 
bodies with the responsibility for preparing and implementing plans 
designed to improve tlie health of the residents of its health service 
area; tt increase the acceptability, accessibility, continuity and 
quality of health services of the area; To restrain increases in the 
cost of providing health services; and, to prevent unnecessary duplica­
tion of health resources. These functions were carried out by inter­
ested consumers and providers working together to identify community and 
regional problems and to develop strategies and recommendations to help 
alleviate those problems.

HSAs were established as either private, non-profit corporations or 
public entities governed by boards tint had lo have a consumer major­
ities. Operational funds have been awarded through both federal (PUS) 
and State (DIISS) sources. In Alaska, the Oovcrnor designated three 
health s e n d e e  areas which were each to be served by an USA. Alaska's 
three USAs arc: Northern Alaska Health Resources Association, Inc.
(Fairbanks), serving northern Alaska; South Central Health Planning and 
Development, Inc. (Anchorage), serving south central Alaska, including 
the Aleutian chain; and Southeast Alaska Health Systems Agency 
(Ketchikan), serving Alaska's panhandle.
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S T A T E  H EA LTH  PLA N N IN G  AND P lA H iLO liH liN T  AGLN'CY

Tlie Governor designated a State Health Planning and Development 
Agency (SHPDA) as a unit of State government. ’Ihe SHPDA lias the respon­
sibility to conduct the hcaith planning activities of the State, in­
cluding preparation and implementation of the State Health Plan, and to 
provide coordination of the HSAs. The SHPDA also supports the function 
of the Statewide Health Coordinating Council and is responsible for 
administration of the Certificate of Need program. In Alaska, the SHPDA 
resides within the Department of Hcaith and Social Services. It cur­
rently occupies division-level status.

STATEWIDE HEALTH CCOPDINATINC COUNCIL

The Alaska Statewide Health Coordinat ing Council (SHCC) is the 
thii'd entity involved in the State health planning network. The SHCC is 
a group of citizens appointed by the Governor who oversee the health 
planning activities within tire State. Specifically, they have responsi­
bility for preparation of the State Hcaith Plan. 'Ihe State Health Plan 
forms the basis upon which Certificate of Need applications are re­
viewed. Doth the SHPDA ;unl SIICC are supported with a mix of Federal and 
State funds.
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As a m aj or  writer of commercial health insurance, the £tn a Life 

Insurance Compan y has for years been deeply concerned a bout health care 

cost increases and has con sis ten tly  supported viable health planning 

programs. We st rongly oppose H.B. 19, An Act Repealing the Cert ifi cat e of 

Need Program. We believe that e n a c tme nt of this legislation would 

re present a large step backward in Alaska's effort to realize an efficient 

and effective health care d eli ver y system.

Health planning is one of the elements in the a r m am en ta r i u m of programs 

that are n ec es sar y to help in the reduction of the escal ati on of health 

costs and to ensure that the health care del ivery system of the future is 

G oa  that has been ratio nal ly and s y s t ema tic all y planned.

We feel that it is m o s t  i mportant that there be a m e c h an is m  in place 

for pa rti cip ati on in the planning and d ev e lop men t of health programs to 

improve the d i st r ib ut i o n  of health services, ensuri ng that services are 

av ailable to those citizens who need them, while restricting the investment 

in un nec ess ary  facilities and services.

An important portion of a viable health planning program is state 

ce r t i fi ca t e  of need legislation. We find it is essential to have such 

legislation in or der  that the nece ssi ty of capital expen dit ure s can be 

determined, because of the two-pronged effect on the growth of health care 

costs. In the short run, the purchase, installation, and financing of 

expe ndi tur es increases annual health care expenditures. In the long run, 

operation and m a i nt ena nce  of capital expenditures c ontinue to add to health 

care costs, to increased use of highly skilled labor (for m a i n tena nce  and 

operation) and no n- l a b o r  inputs (i.e., energy, supplies, etc.).

It has been es timated that every do lla r of capital investment adds an 

additional 50<t to annual op erating cost. An important element in today's 

economy, which has had a dra matic effe ct on health care costs related to 

capital e xpe nditures, is the interest rate now being charged on the finance 

debt. Efforts mus t be made to ensure that all capital expend itu res  made 

today are nec ess ary  and c on sis ten t with the goals of Alaska's Health 

Systems Plan and neces sit y for such expenditures.

Alaska's Certific ate  of Need Program is fin important tool for 

im ple men tat ion  o f the area health plan. We urge that this program be 

continued.
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A l a s k a  H e a l t h  C o a l i t i o n

529 5th Avenue, Suite S 
Fairbanks, Alaska 99701 

(907) 456-2553

February 11, 1983

TO: Members of the Alaska Legislature

Proposed legislation (HB 19 and SB 85) would repeal Alaska Statute
18.07.031-18.07.Ill, better known as the Alaska Certificate of Need 
(CON) law. These bills reflect the position of the Alaska Hospital 
Association, whose member institutions are subject to the provisions of 
the CON process. Hie attached paper, developed by the Alaska Health 
Coalition, was written to provide legislators and the public with a 
series of alternatives to consider during discussion of these important 
bills. The paper summarizes the provisions of the CON law, discusses 
several of the problems which have been identified with the current 
process, and reviews the effectiveness of the CON program, both nation 
ally and within Alaska. In addition, a list of recommendations is 
provided for consideration in revising the current CON law.

Ihe Alaska Health Coalition is a group of interested citizens with 
memberships from the three Alaska Health Systems Agencies and the 
Statewide Health Coordinating Council. The primary purposes of the 
Coalition are to review the need for health planning, development, and 
promotion activities and to develop goals, describe functions, and 
recommend structures to achieve optimal health for the citizens of the 
state. Therefore, we believe that the subject of public review of 
capital expenditures as currently provided for in the Certificate of 
Need law is an important issue which deserves a reasonable, objective 
discussion. We present this paper for the purpose of initiating this 
discussion.

For additional information, please contact any of the following 
organizations: Northern Alaska Health Resources Association, Fairbanks
(456-2553); South Central Health Planning and Development, Anchorage 
(278-3631); or, Southeast Alaska Health Systems Agency, Ketchikan 
(225-9681).

Best regards,

Charles M. Kaltenbach, Dr. P.H. 
Chairman

CMK:sem

Enclosure

Coalition Members

J. B. Carnahan, Fairbanks; Joseph Cladour.os, Juneau;
Charles Kaltenbach, Dr. P.II., Fairbanks; Steve Lesko, .Anchorage;

John Manning, Ketchikan; Lillie McGarvcy, Anchorage; Art Willmn, Sitka; Margaret Wilson, .Anchorage
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EXECUTIVE SUMMARY

Alaska's Certificate of Need (CON) Law was enacted by the State 
Legislature in 1976, following passage of Public Law 93-641, the Na­
tional Health Planning and Resource Development Act of 1974. Provisions 
in the CON law require that non-federal health care institutions apply 
for and receive a Certificate of Need from the State of Alaska before 
proceeding with major capital investments which will result in new 
construction, alterations or renovations, and/or new services. The 
Thirteenth Alaska Legislature currently has before it companion bills,
HB 19 and SB 85, which provide for repeal of the CON law. The purpose 
of this paper is to review the data available on the effectiveness of 
the CON process, both nationally and within the State of Alaska, and to 
present alternatives for consideration by the Legislature regarding 
public review of capital expenditures for health care facilities.

Evidence is presented that the CON program has had an effect on 
l.-iting the amount of capital expenditures. Furthermore, current 
economic research has demonstrated that, for every dollar of capital 
investment made in a health care facility, an accompanying increase in 
operating costs can be expected amounting to 184$ of the original 
investment in ten years.

Evidence gathered on Alaska's experience with the Certificate of 
Need program indicated that it lias been effective in detei'ring and/or 
guiding capital investment within the health-care industry and lias 
stimulated improved planning within the health-care institutions them­
selves. Examples are presented which illustrate how the process created 
this impact.

Several issues are discussed relating to recognized concerns within 
the current CON process. 7" issues include: 1) costs attendant to
developing a CON applicatior ,) delays in the review process; 3) loss 
of community control; 4) marketplace economics; and, 5) the dollar- 
threshold limits which require a CON.

The conclusion drawn from this review was that, although there are 
problems with the current CON process, revision of the law is preferable 
to outright repeal. Recommendations for revision of the law are pro­
vided and include:

1. Raising threshold levels.
2 Exempting non-clinical capital expenditures.
3. Expediting reviews of equipment replacement.
4. Specifying time limits on reviews.
5. Providing legislators with information on the outcome of 

reviews in their districts.
6. Providing for a sunset review of the process.
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CERTIFICATE OF NEED PROGRAM

PURPOSE

The most controversial aspect of the health planning effort, in 
Alaska and nationwide, lias been the Certificate of Need (CON) program. 
Borrowed from public utility regulations, the earliest CON program was 
enacted by New York in 1964. Twenty-six other states instituted CON 
programs in the next ten years, and, with the passage of Public Law 
93-641, CON was mandated for all states. Alaska's Certificate of Need 
statute (18.07.031-.111) was enacted by the State Legislature in 1976 
and amended in 1981.

As originally designed, the CON program was implemented to curb 
rapidly escalating costs of health care by stemming uncontrolled capital 
investments in new health-care facilities, services, and high-te^-mology 
equipment. To accomplish this goal, the CON program had several primary 
objectives: 1) to prevent unnecessary duplication of services and
facilities; 2) to reduce the number of available hospital beds or at 
least not allow the growth of hospital beds to exceed guidelines estab­
lished in the State Health Plan; 3) to promote an equitable and effi­
cient allocation of resources; and 4) to determine if less costly 
alternatives to expensive capital expenditures were available to accom­
plish the same pui'pose.

UHO MUST APPLY

The State of Alaska requires approval of capital expenditures for 
projects which meet or exceed certain thresholds:

1. Capital expenditures in excess of $150,000 toward building, 
improving, or purchasing a health care facility, including 
lease or purchase of equipment, costs of any study surveys, 
designs, and site acquisitions mid preparations.

2. Any change within a two-year period in the licensed bed ca­
pacity of a health care facility amounting to 10 beds or 10 
percent, whichever is the lesser, which increases or decreases 
the number of beds or redistributes beds among different 
categories of service.

3. Any addition or elimination of a major type of service offered 
in or through the health care facility.

A  project meeting or exceeding these thresholds is required Lo 
obtain a Certificate of Need from the State of Alaska prior to imple­
mentation.
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THE PROCESS

An applicant enters the CON review process by submitting a "Letter 
of Intent" to the Department of Health and Social Services (EHSS) and to 
the appropriate health systems agency describing briefly the scope of 
the proposed activity. If the DHSS determines that the project is 
subject to CON review, the applicant develops a formal application and 
submits it to the State agency and the regional health systems agency.
In most cases, a pre-application conference is scheduled with the 
applicant to minimize any potential misunderstandings and to achieve an 
agreement on what would represent a successful application. Once the 
State agency certifies that the application is "complete" -- that it 
contains sufficient information necessary to conduct an objective review 
-- the agency lias 90 days to review the application and to submit an 
analysis to the Commissioner of DHSS for final action. Within the 
90-day review period, the regional health planning agency has 60 days to 
review and seek public comments on the appropriateness of the proposed 
application. The HSA submits its findings and recommendations to the 
Commissioner. Once the Commissioner has considered the information that 
lias been submitted, he decides whether or not to issue a Certificate of 
Need to the applicant. The Commissioner notifies the applicant in 
writing of the decision. Copies of the decision are sent to the Health 
Systems Agency and are published in regional newspapers.

EFFECTIVENESS

Nationwide

Nationally, credible .information is just beginning to emerge 
regarding the effect of capital expenditures review. Although this 
topic has been of interest for many years, much of the early literature 
is of little value because of a basic lack of understanding^about the 
process and outcome of capital expenditure review programs. Two 
recently completed studies in the State of Massachusetts have reported 
CON impacts. ’ 'Die first analyzed hospital capital investment among 
short-term general voluntary hospitals between 1967-1976. The results 
were that, by 1976 and beyond, CON review reduced all dimensions of 
project scale and cost by as much as two-thirds of that originally 
proposed. The second study found tliat the formal and informal actions 
of the CON agency from 1972-1976 resulted in small, but statistically 
significant, reductions in the rate of hospital investment.

Two studies conducted in 1982 by Arthur D. Little, Inc., shed 
additional light on the potential impact of capital expenditures re­
view. ’ The first study analyzed the effect of capital expenditures 
review decisions in five states: Colorado, Florida, Maryland, Massa­
chusetts, and Oregon (chosen for their geographical and regulatory 
differences). Based on their analysis, CON programs appeared to be 
effective in limiting the amount of capital expenditures undertaken. 
Furthermore, they discovered that, for every dollar of capital invest­
ment, there was a definite increase in operating costs. They projected 
tliat, over a ten-year period, a dollar of capital investment generates 
additional operating costs with a present value of $1.84 (exclusive of
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depreciation and debt service). They concluded from these results that 
CON programs have the potential to play an important role in curbing 
hospital cost inflation.

A  second report by Arthur D. Little, Inc., involved an analysis of 
infoimation from a six-state study. For the states of Virginia, South 
Carolina, Washington, New Jersey, Iowa and Colorado, Arthur D. Little 
undertook a review of Certificate of Need programs for the twelve-month 
period beginning July 1, 1979 to June 30, 1980. Three significant 
findings were reported: 1) certain capital costs were not incurred as a
result of the CON review program; 2) the objectives contained in indi­
vidual state plans and health systems plans tended to deter capital 
expenditure projects; and, 3) pre-application conferences -- health 
planners and providers working together to avoid project denial -- were 
effective means of reducing th? "administrative costs" of the review 
process as well as excessive capital expenditures.3

Alaska

Currently (February 1983) there are five projects under review by 
the Department of Health and Social Services that total $106,000,000.
Two additional applications are anticipated, totalling $20,820,000.
These seven applications ($126.8 million) provide an interesting con­
trast with the more than 30 projects which were approved for $149,000.,000 
in the previous five years (1977-1982).

Two projects with a combined total of $12,400,000 have oeen denied 
during the past five years. In addition, several other Letters of 
Intent have been received by the Department for which applications were 
never received. It is impossible to estimate how many applications or 
letters of intent were never submitted because of the presence of the 
CON law.

The .Alaska CON Program lias been effective in accomplishing three 
things. First, it seems reasonable to expect that CON lias deterred 
misdirected projects that could not witlistand the test of public scru­
tiny. It has, therefore, acted to uphold existing plan standards. 
Secondly, it has guided institutional actions into areas which are 
compatible with the goals and objectives of the State as reflected in 
State and regional health plans. Thirdly, the presence of the CON 
program has promoted better planning on the part of the health care 
institutions throughout the State.

Deterrent Effects

Although the deterrent effect of Certificate of Need is admittedly 
difficult to demonstrate, there is evidence from the number of "Letters 
of Intent" which never resulted in an application tliat CON is a deter­
rent. A  specific example of this phenomenon was observed during a 
recent effort by four different applicants to provide inpatient alco­
holism treatment services in and around Anchorage. The Department of
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Hea.lth and Social Services and the local health systems agency identi­
fied a need for 40-80 alcohol-treatment beds in the area. Eke to 
pre-application planning, only two of the four applications were com­
pleted for final consideration. Both were subsequently approved.

Improved Institutional Planning

Situations in which the CON process provides expert guidance and 
stimulates better institutional planning do not always result in smaller, 
less-expensive projects. For example. Valley Hospital in Palmer sub­
mitted an application to complete a minimal and temporary renovation of 
their 30-year old facility at a cost of $2,000,000. Part of the reno­
vation included additional insulation to prevent heat loss through the 
roof. At the suggestion of the Department, a structural engineer was 
asked to study the ability of the roof to withstand the increased load 
of snow which would not be melted because of the insulation. The 
Department also requested a life-cycle cost analysis which would deter­
mine the cost of a temporary renovation as opposed to costs of major 
renovation. The results of these inquiries demonstrated that the roof 
was not designed to withstand the extra load of snow and that, when 
total operating expenses and capital costs were considered for a 25-year 
period, it would be less expensive to forgo the minimal renovation and 
proceed with a major renovation. The result of this review was an 
approval for a major renovation project -- at a long-term cost savings.

Petersburg General Hospital filed a letter of intent for $3,400,000 
to renovate an existing acute care facility. Following an architectural 
assessment of the facility and a life-cycle cost analysis requested by 
the State, it was determined tliat the cost of new construction would be 
preferable to renovation. Subsequently, a CON was approved for 
$7,150,000. Obviously, the CON process is not punitive, but rather 
seeks to use health care resources to gain the maximum benefit for the 
community.

Hospitals in Homer and Fairbanks submitted proposals for review 
which contained "shelled-in" space for which no use was intended for the 
immediate future. In Homer, the Department requested further assessment 
of the situation to identify a solution to future use of the shelled-in 
space. As a result the plans were redrawn for the renovation and 
expansion and included the proposed use of the shelled-in space.

Better Conformance with Identified Community Needs

In Fairbanks, the CON process stimulated a community discussion of 
the need for inpatient psychiatric services and a concern for approving 
the construction of two shelled-in floors tliat did not have an identi­
fied use. Because r r discussions at the local level during the review 
by the health systems agency, the hospital agreed to specify the in­
tended use of the shelled-in space and, furthermore, to enter into a 
planning process with the community during the following year to deter­
mine the most appropriate configuration for the proposed services.
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Summary

Although it is difficult to place a dollar figure on the impact of 
the Certificate of Need program over the past six years, it appears that 
Alaska's program has effectively deterred and guided capital investment 
within the health care industry and has stimulated improved planning 
within the institutions themselvesT Because of the CON program, Alaskans 
have saved millions of “dollars in operating costs which would have 
resulted from unneeded expansion of facilities and services. Moreover, 
the State Legislature and the Administration should feel some measure of 
assurance tliat, because of the CON process, the millions of dollars in 
public funds tliat have flowed from the State to health care facilities 
for construction and operation are being used for projects which meet an 
identified need, do not duplicate existing services, and are financially 
feasible.
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PROBLEMS WITH THE CON PROCESS AND RECOMMENDATIONS FOR IMPROVEMENT

INTRODUCTION

Proponents and opponents of the Certificate of Need program agree 
that the current CON process requires substantial changes. Opponents 
cite several reasons for their decision to push for repeal of the 
current law. Among the reasons are: 1) significant costs are involved
in developing a CON application and proceeding through the review; 2) 
delays in implementation are caused by an extended review period; 3) the 
CON process removes community control; 4) market-place economics should 
control capital investment; and 5) threshold limits which trigger a CON 
review are too low.

COSTS

No one denies that there are costs attendant to developing a CON 
application. The majority of those costs, which have been estimated to 
run as high as $40,000 for the more complex projects, can be attributed 
to personnel costs. Most of these costs would continue in the absence 
of CON if a facility did a credible job of planning for future services. 
In order to gain public support, justify the financial feasibility of a 
construction project, and obtain adequate architectural designs, plan­
ning still must occur. The costs of institutional planning will not 
disappear in the absence of CON.

DELAYS

Extended review schedules have in some cases resulted in delays in 
construction start-up time which have been not only frustrating but also 
costly. It seems reasonable that the cause for these delays can be 
identified and corrected by revising the regulations regarding CON 
review. For example, provisions could be made to expedite review of 
capital equipment replacement and to set a time limit for a decision by 
the Commissioner subsequent to a recommendation by a regional health 
planning agency. Also, by raising the threshold limits which require a 
CON, there will be approximately 25% fewer reviews to do. This should 
improve the efficiency of the review process.

COMMUNITY CONTROL

Concern lias been expressed tliat the CON process removes community 
control from local jurisdictions in the case of municipally-owned 
facilities and local, advisory boards with respect to corporately-owned 
facilities. However, local governments and advisory boards do not 
necessarily maintain a regional or statewide perspective when it comes 
to considering new services and facilities. In other words, persons who
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serve on local hospital advisory boards are chosen for their expertise 
and dedication in local issues; often, however, a project will have 
regional or statewide implications that cannot be properly addressed at 
the local level. The CON process, at the very least, offers local, 
regional and statewide perspectives on the need, and appropriateness of a 
proposed project. Instead of removing community control, the CON 
process bestows some control on the community at large.

In addition, a trend is evident that an increasing amount of public 
funds are being appropriated by the legislature for construction and 
renovation. It seems reasonable tliat in a time of decreasing state 
revenues, citizens should have an opportunity to influence the distribu­
tion of these funds so that they meet state and regional needs instead 
of local demand. The CON process ensures public participation in these 
decisions.

MARKETPLACE ECONOMICS: COMPETITION vs. "REGULATION11

In recent years, there has been a popular theory that the problems 
in U.S. health services can be blamed on excessive government interven­
tion and regulations. It lias been argued that high costs and related 
problems could be solved by a "return to the free market and competi­
tion." Two recent articles argue to the contrary. *

Roemer and Roemer, well-known health-economics experts, examined 
the past and present operations of free trade and competition in the 
health care system and found that not one of at least five conditions 
necessary for competition existed. In addition, they found tliat the 
free market created a geographic maldistribution of health manpower, 
causing serious problems for rural populations. Furthermore, they 
discussed the paradoxical problem which has been demonstrated for every 
component of the health care industry of "supply creating demand" rather 
than the reverse, which is true in an effectively operating market. 
Supply creates demand in the health care industry fundamentally because 
the seller (doctor) rather than the buyer (patient) makes most of the 
decisions on what health services are to be obtained.

O
Needlemen, another health economist, expressed a similar opinion.

An effective market is one in which there is compe­
tition on the basis of both price and quality, and 
in which those who sell services are limited in 
their ability to influence the volume of services 
they sell and are constrained in the prices they set 
by competitive pressures. By this definition, an 
effective market for health care services does not 
exist m  most communities. Competition exists but 
it is rarely price competition; indeed the nature of 
current competition based on scope of services, 
amenities, and convenience is to encourgge price 
increasing beliavior. (Emphasis added).
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Arthur D. Little, Inc., summarized the policy implication of the 
debate surrounding competition and regulation. They reported that, in 
the absence of Certificate of Need regulations, hospitals vail compete 
more vigorously by offering improved facilities to recruit physicians 
and patients. The resulting "building boom" will drive up operating 
expenditures over the next ten years by $1.84 for every dollar invested, 
exclusive of depreciation and debt service.

THRESHOLD LIMITS

Alaska regulations specify that a CON is required for any capital 
expenditure in excess of $150,000. There is general agreement tliat this 
threshold is far too low. Federal regulations have already changed to 
accomodate a significant increase in CON thresholds. The threshold 
levels which trigger a CON review should be increased from $150,000 to 
at least $600,000 for capital expenditures; $400,000 for major medical 
equipment; and $250,000 for operating expenses associated with new 
services.
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CONCLUSIONS

Recent evidence nationally and available information from the 
Certificate of Need Program in Alaska indicate that the program has been 
effective in deterring unjustified projects, guiding capital investment 
projects, and stimulating improved institutional planning. Together 
these effects have served to meet the health care needs of the public, 
prevent duplication of costly services, and restrain the increasing 
costs of health care. Acute problems with the CON process are correc­
table by amending the law.

Options available to the Legislature can be placed into three 
categories: 1) keep the law as it is and maintain the status quo; 2)
repeal the law in its entirety; or, 3) revise the law to correct recog­
nized problems.

MAINTAIN CURRENT CON PROCESS

The State would continue to operate the program in its current 
form. This option assumes the CON process is working efficiently and 
requires only minor changes.

Because of recognized problems, -his option appears to have little 
merit. Threshold levels are too low, most non-clinical expenditure 
reviews are a nuisance for applicants and reviewers, and delays in the 
review process are unacceptable.

REPEAL THE CON LAW

This option assumes tliat the Certificate of Need process has been 
entirely ineffective and that marketplace incentives will arise to 
control capital investments and health care costs.

It also assumes that public review of health care capital expendi­
tures are unimportant and that health care consumers should not have a 
voice in determining the appropriateness of services in their community.

A  competitive pricing market does not exist within the health care 
services industry of any community in Alaska. In addition, the State of 
Alaska did not renew its Section 1122 agreement with the federal govern­
ment in 1981 because the Certificate of Need law was in place. (Sec­
tion 1122 of PL 92-603 required tliat health care facilities, which 
received federal monies under Titles XVIII and XIX, be subject to review 
to ensure consistency with state health plans.) Repeal of the CON law 
would leave the State entirely without a capital expenditure review 
process for health care facilities; therefore, the State would have to 
rely principally on either the competitive market or incentives estab­
lished under some kind of a prospective reimbursement system to control 
costs and allocate resources. (Hospitals are currently reimbursed by 
the federal government under Medicare and Medicaid on a retrospective 
basis; that is, after the costs have already occurred. Under this
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reimbursement mechanism, there is no real incentive for containing 
costs. Prospective reimbursement, on the other hand, would require that 
hospitals negotiate the rate or cost, of a service a year in advance.
The government and other third-party insurers would reimburse the 
hospital only at the negotiated rate; therefore, costs exceeding the 
rate would be borne by the hospital, and, conversely, the hospital would 
make money if costs were kept below the negotiated rate.)

Because a competitive pricing market does not exist anywhere in 
Alaska, eliminating the CON program will likely lead to new, unneeded 
services and facilities which will result in increased operating costs. 
These costs are passed directly on to the buyers (patients and tax­
payers) .

Prospective reimbursement, on the other hand, comes in various 
forms and generally has been found to be more difficult to enact and 
implement than Certificate of Need. Generally speaking, prospective 
reimbursement is likely to be successful only where there has been 
political support for Certificate of Need.

Finally, repeal of CON serves the interest; of the health services 
establishment only. Those who control health-core costs would also be 
controlling capital investments. Consumers could not liave a voice in 
determining the most appropriate and affordable level of service for 
their community or region.

MODIFY THE CON PROCESS

This option assumes tliat the CON program has been effective and can 
be modified to make it more efficient. The scope of the CON program 
could be scaled back by raising threshold levels and exempting certain 
non-clinical capital expenditures. Under this option, the CON program 
could be reduced further if a market capable of insuring an appropriate 
allocation of services emerged or to complement a prospective reimburse­
ment system.
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RECOMMENDATIONS

The Alaska Health Coalition recommends that negotiations take place 
among members of the Alaska State Hospital Association, the Legislature, 
and the Administration to work out revised CON regulations.

The Coalition further recommends that the following revisions be 
considered as a starting point for the negotiations.

1. Increase the threshold level which triggers a CON review from 
$150,000 to at least:

a. $600,000 for capital expenditures

b. $400,000 for major medical equipment

c. $250,000 for operating expenses associated with new
services.

2. Exempt all non-clinical capital expenditures. The bill should 
indicate that non-clinical services which are not subject to 
review include, but are not limited to: parking, telephone
systems, day care, mailrooms, heating and air conditioning, 
blood bank, dietary/cafeteria, laundry and linen, medical 
records, business office, housekeeping, central supply, li­
brary, reception, and data processing. This exemption would 
apply only if one of these non-clinical projects was the main 
purpose of the application. For example, a project proposing a 
new facility could still include review and consideration of 
the non-clinical activity if it were part of a larger project.

3. Expedite review of capital equipment replacement.

4. Specify a time limit for a decision by the Commissioner sub­
sequent to a recommendation by the regional health planning 
agency.

5. Provide that each legislator be informed of all projects in
his/her district, especially regarding the outcome of the
review.

6. Consider a sunset provision of four or more years to review 
effectiveness of the CON process.
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APPENDIX

NATIONAL HEALTH PLANNING AND DEVELOPMENT ACT OF 1974

INTRODUCTION

Public Law 93-641, (National Health Planning and Resource Develop­
ment Act), passed by the U.S. Congress in 1974, established a national 
health planning program which was implemented in each state and several 
American territories. The intent of Congress was to integrate pre­
viously sponsored programs (Hill-Burton, Regional Medical Program, 
Comprehensive Health Planning), retain the best features of each, and 
address major national, state, and local concerns about the current 
planning, development, and operation of the nation's health care system. 
To address these concerns, the Act authorized the designation and 
funding of state and regional health planning agencies and set forth 
several functions these agencies had to perform in order to further the 
•’achievement of equal access to quality health care at a reasonable 
cost."

HEALTH SYSTEMS AGENCIES

Health Systems Agencies (HSAs) were designated as local or regional 
bodies with the responsibility for preparing and implementing plans 
designed to improve the health of the residents of its health service 
area; to increase the acceptability, accessibility, continuity and 
quality of health services of the area; to restrain increases in the 
cost of providing health services; and, to prevent unnecessary duplica­
tion of health resources. These functions were carried out by inter­
ested consumers and providers working together to identify community and 
regional problems and to develop strategies and recommendations to help 
alleviate those problems.

HSAs were established as either private, non-profit corporations or 
public entities governed by boards that had to have a consumer major­
ities. Operational funds have been awarded through both Federal (PHS) 
iind State (DHSS) sources. In Alaska, the Governor designated three 
health service areas which were each to be served by an HSA. Alaska's 
three HSAs are: Northern Alaska Health Resources Association, Inc.
(Fairbanks), serving northern Alaska; South Central Health Planning and 
.Development, Inc. (Anchorage), serving south central Alaska, including 
the Aleutian chain; and Southeast Alaska Health Systems Agency 
(Ketchikan), serving Alaska's panhandle.
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STATE HEALTH PLANNING AND DEVELOPMENT AGENCY

The Governor designated a State Health Planning and Development 
Agency (SHPDA) as a unit of State government. The SHPDA has the respon­
sibility to conduct the health planning activities of the State, in­
cluding preparation and implementation of the State Health Plan, and to 
provide coordination of the HSAs. The SHPDA also supports the function 
of the Statewide Health Coordinating Council and is responsible for 
administration of the Certificate of Need program. In Alaska, the SHPDA 
resides within the Department of Health and Social Services. It cur­
rently occupies division-level status.

STATEWIDE HEALTH COORDINATING COUNCIL

The Alaska Statewide Health Coordinating Council (SHCC) is the 
third entity involved in the State health planning network. The SHCC is 
a group of citizens appointed by the Governor who oversee the health 
planning activities within the State. Specifically, they have responsi­
bility for preparation of the State Health Plan. The State Health Plan 
forms the basis upon which Certificate of Need applications are re­
viewed. Both the SHPDA and SHCC are supported with a mix of Federal and 
State funds.
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FY 1981 MUNICIPAL REVENUE SHARING ENTITLEMENTS 
TOTAL ENTITLEMENT = $ 5 1 , 9 0 0 , 0 0 0

PUBLIC ROAD
KEY COMMUNITY MILES

BOROUGHS AND SERVICE AREAS
0 0 1 0  ANCHORAGE A.W. 0 . 0 0
0 0 5 0  C ITY S .A .  0 . 0 0
0 0 3 0  EAGLE RIVER 0 . 0 0
0 0 4 0  CHLJGIAK 0 . 0 0
0 0 0 0  GIRDWOOU 0 . 0 0
0 0 7 0  GLEN ALPS 0 . 0 0
OOSO F IRE  S .A .  0 . 0 0
0 0 9 0  ROADS & DRAINAGE 4 0 5 . 9 5
0 1 0 0  POLICE S .A .  0 . 0 0
0 1 1 0  PARKS & REC 0 . 0 0
0 1 5 0  P & R/CHUGIAK 0 . 0 0
0 1 3 0  SOLID WAS-! E S .A .  0 . 0 0
0 1 4 0  CHUGIAK/SOLID WASTE 0 . 0 0
0 1 5 0  BUILDING SAFETY 0 . 0 0
0 1 6 0  SPECIAL ASSESSMENT 0 . 0 0
0 1 7 0  SERVICE AREA 35 6 3 . 3 7
0 1 8 0  PORT OF ANCH. 0 . 0 0
0 1 9 0  AIRPORT S .A .  0 . 0 0
0 5 0 0  PARKING S .A .  0 . 0 0

0 5 1 0  BRISTOL BAY BOROUGH 0 . 0 0
0 5 5 0  SOUTH NAKNEK S .A .  4 . 4 5

0 5 3 0  FAIRBANKS BOROUGH 7 4 . 3 1
0 5 4 0  ESTER F . P .  0 . 0 0
0 5 5 0  NORTH STAR P . P .  0 . 0 0
0 5 6 0  UNIVERSITY F . P .  0 . 0 0

\

0 5 7 0  HAINES BOROUGH
no«n FTRF DTRTRTCT

0 . 0 0
n rv\

( # 5 )  a p r i l  5 7 ,  1 9 8 1

(o u * '(l'or4
ICE ROAD HOSPITAL HEALTH FA C IL IT IE S  HOSPIT 

MILES ENTITLEMENT ENTITLEMENT CONST. A

0 . 0 0 $ 4 5 3 , 6 7 4 $ 3 5 5 , 8 8 6
0 . 0 0 $0 $ 0
0 . 0 0 $ 0 $ 0
0 . 0 0 $ 0 $0
0 . 0 0 $ 0 $ 0
0 . 0 0 $0 $ 0
0 . 0 0 $0 $ 0
0 . 0 0 $0 $ 0
0 . 0 0 $0 $ 0
0 . 0 0 $ 0 $ 0
0 . 0 0 $ 0 $ 00 . 0 0 $0 $ 0
0 . 0 0 $ 0 $ 0
0 . 0 0 $ 0 $ 0
0 . 0 0 $0 $0
0 . 0 0 $ 0 $ 0
0 . 0 0 $ 0 $0
0 . 0 0 $ 0 $0
0 . 0 0 $0 $ 0

0 . 0 0 $ 0 $ 0
0 . 0 0 * $ 0 $0

0 . 0 0 $ 0 $ 0
0 . 0 0 $ 0 $0
0 . 0 0 $0 $ 0
0 . 0 0 $ 0 $0

0 . 0 0 $ 0 $ 0n n r ,

4  (c& i>$4t 8 S S ,6



FY 1931 MUNICIPAL REVENUE SHARING ENTITLEMENTS 
TOTAL ENTITLEMENT = $ 5 1 , 9 0 0 , 0 0 0

PUBLIC ROAD
KEY COMMUNITY MILES

0 2 9 0  JUNEAU BOROUGH A.W. 0 . 0 0
0 3 0 0  S .A .  1 1 4 . 2 3
0 3 1 0  S .A .  2  4 . 3 4
0 3 2 0  S .A .  3 3 8 . 1 7
0 3 3 0  S .A .  4 0 . 0 0
0 3 4 0  S .A .  5 0 . 0 0
0 3 5 0  S .A .  6  0 . 0 0
0 3GO S .A .  7 0 . 0 0
0 3 7 0  S .A .  3  0 . 0 0

0 3 8 0  KEMAI PENINSULA BOROUGH 2 . 7 9
0 3 9 0  N IK IS K I  F . P .  0 . 0 0
0 4 0 0  NORTH KLNAI REC. 0 . 0 0
0 4 1 0  BEAR CREEK F . P .  0 . 0 0

0 4 2 0  KETCHIKAN BURfiUGH 0 . 0 0
0 4 3 0  SHOREI INE S .A .  0 . 0 0

0 4 4 0  KODIAK ISLAND BOROUGH 0 . 0 0
0 4 5 0  F IRE  D ISTR ICT I 0 . 0 0
0 4 6 0  ROAD D ISTR ICT 1 5 . 0 0

0 4 7 0  MAT-SU BOROUGH 2 8 G .1 2
0 4 8 0  WASILI A F . P .  0 . 0 0
0 4 9 0  BUTTE F . P .  0 . 0 0
0 5 0 0  GREATER PALMER F . P .  0 . 0 0
0 5 1 0  SUTTON P . P .  0 . 0 0
0 5 2 0  NON AREA-WIDE 0 . 0 0
05 2 5  TALKETNA PLOOD S .A .  .. 0 . 0 0  .
0 5 3 0  ' TALKEFTNA F .P .  . .  0 . 0 0 ,  "
0 5 4 0  GARDEN IFRPACK n on

a p r i l  2 7 ,  1 9 8 1

ICE ROAD HOSPITAL HEALTH FA C IL IT IE S  H0SPI1 
MILES ENTITLEMENT ENTITLEMENT CONST, f

0 . 0 0  $ 7 4 , 7 6 6  $ 8 9 , 7 1 9
0 . 0 0  $ 0  $ 0
0 . 0 0  $ 0  $ 0
0 . 0 0  $ 0  $ 0
0 . 0 0  $ 0  $ 0
0 . 0 0  $ 0  $ 0
0 . 0 0  $ 0  $0
0 . 0 0  $ 0  $ 0
0 . 0 0  $ 0  $ 0

0 . 0 0  $ 1 6 0 , 9 5 6  $ 0
0 . 0 0  $ 0  $ 0
0 . 0 0  $ 0  $ 0
0 . 0 0  $ 0  $ 0

0 . 0 0
0 . 0 0

$ 0
$ 0

$ 0
$ 0

0 . 0 0  
0 . 0 0  
0 . 0 0

0 . 0 0  
0 . 0 0  
0 . 0 0  
0 . 0 0  
0 . 0 0  
0 . 0 0  
o.oo. 
0.00. 
n  r\n

$ 8 0 , 4 7 8
$ 0
$ 0

$ 0
$ 0
$ 0
$ 0
$ 0

vt- >:

$ 6 7 , 6 0 1
$ 0
$ 0

$ 0
$ 0
$ 0
$ 0
$ 0

* fV i
t •

■ I**', i

4 •> 1 •/.'*?

r-«.‘ *

$o . ■■■■>■•, •• •• $o
so - ■ s o



FY 1981 MUNICIPAL REVENUE SHAkING ENTITLEMENTS ( # 2 ) a p r i  1 2 7 ,  1981
TOTAL ENTITLEMENT = 2 5 1 , 9 0 0 , 0 0 0

PUBLIC ROAD ICE ROAD HOSPITAL HEALTH FA C IL IT IE S  HOSPI’
KEY COMMUNITY MILES MILES ENTITLEMENT ENTITLEMENT CONST, f

0 5 6 0 NORTH SLOPE BfJRflUGH 5 1 . 9 4 0 . 0 0 $ 0 $ 3 8 , 8 7 6
0 5 7 0 SITKA BOROUGH 1 6 .0 5 0 . 0 0 $ 7 7 , 5 6 9 $ 1 6 , 5 4 8
F IRST  CLASS C IT IE S
1000 BARROW 0 . 0 0 0 . 0 0 $ 0 $ 0
1010 CORDOVA 8 . 3 0 0 . 0 0 $ 8 6 , 6 3 1 $ 1 3 , 8 6 1
1020 CRAIG 4 . 5 0 0 . 0 0 $ 0 $ 3 , 9 8 7
1030 DILLINGHAM 6 .8 1 0 . 0 0 $ 0 $ 0 1
1040 FAIRBANKS 8 7 . 2 0 0 . 0 0 $ 1 7 9 , 0 3 8 $ 9 0 , 0 9 6 's i -t s s o ,-;
1 050 GALENA 5 . 5 8 0 . 0 0 $ 0 $ 5 , 5 5 3
1060 HAINES 1 0 . 4 4 0 . 0 0 $ 0 $ 0  , f• *u 

• • f.1 070 HOMER 1 0 .6 3 0 . 0 0 • $ 0 $ 8 , 5 8 4 • • rA
1030 HOOMAH 4 . 0 0 0 : 0 0 $ 0 $ 0 ‘ •
1 090 HYDABURG 3 . 1 7 0 . 0 0 $ 0 $ 3 , 9 8 7
1100 KAKE 5 . 1 7 0 . 0 0 $ 0 $ 0  . . . .
1 110 KEMAI 4 5 . 1 2 0 . 0 0 $ 0 $ 8 , 5 8 4 " " Z . b l . f l t f
1120 KETCHIKAN 1 6 . 6 0 0 . 0 0 $ 9 1 , 7 1 3 $ 1 9 , 9 3 7 $ 2 6 1 , c
1140 KING COVE 0 . 0 0 0 . 0 0 $ 0 $ 5 , 1 5 9 5 . A ,, V
1150 KLAWOCK 1 . 6 9 0 . 0 0 $ 0 • $ 3 , 9 8 7  " ■ > >; ,t. •
1 160 KODIAK 1 4 . 6 8 0 . 0 0 $ 0 $ 0 ’»• ■
1170 NENANA 11 . 2 8 0 . 0 0 $ 0 $ 0
1180 NOME 1 3 .4 5 0 , 1 3 $ 1 0 4 , 1 3 4 $ 1 1 , 1 0 7 • * 1
1 1 90 NORTH POLE 1 0 . 7 2 0 . 0 0 $ 0 $ 0  v . ; *? *T . t t  ,«
12C0 PALMER 1 9 . 3 6 0 . 0 0  -* $ 7 7 , 5 6 9 . .. . $ 0  *...i .  i ... ' ’ „ f ■f  -.'vV-,1 210 PELICAN 1 .1 0 0 . 0 0 $ 0  • ■ • ■ . $ 4 , 2 9 2 'sKij v -  '' & V - .1220 PETERSBURG 9 . 4 8 0 . 0 0  . $ 7 7 , 5 6 9 - ‘ !i •• $ 8 , 2 7 4 •
1230 SAND POINT 8 . 3 4 0 . 0 0 $ 0 $ 5 , 1 5 9  • • * * tf\
1240 SAINT MARY'S 7 . 9 3 1 0 .2 1 $ 0 $ 5 , 3 5 3  ' ‘ k ' l •• - *,,
1250 SELD0V1A 6 . 4 8 0 . 0 0 •' $ 0 $ 4 , 2 9 2  '
1 260 SEWARD 1 8 .3 5 0 . 0 0 $ 8 0 , 4 7 8 • ’’ •« • $ 7 7 , 2 5 9  ... 'V

• *1270 SKAGWAY - 9 . 5 0 0 . 0 0 i l  . $ o - r~ . $ 4 , 2 9 2  • ■
1200 SOLDOTNA • t V ' 2 4 . 7 8 0 . 0 0 ' • •• • • $ 0  . •j’ '•<•. . ■ • r- J , > k - .•> '

V i V J
1290 UNALASKA 3 8 . 4 2 0 . 0 0 $ 0 $ 5 , 1 5 9 * ' ’ 1



a> U 
$ 0 . i

■ .< .\>x-
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FY 1981 MUNICIPAL REVENUE SHARING ENTITLEMENTS ( # 2 )  
TOTAL ENTITLEMENT = 3 5 1 , 9 0 0 , 0 0 0

KEY COMMUNITY
PUBLIC ROAD 

MILES
ICE ROAD 

MILES

a p r i l  2 7 ,  1981

HOSPITAL HEALTH FA C IL IT IE S  HOSPIT 
ENTITLEMENT ENTITLEMENT CONST. A

1330  WRANGELL 
1340  ZONE I I  
1 350  ZONE IV

7 . 0 4
0 . 0 0
0 . 0 0

0 . 0 0
0 . 0 0
0 . 0 0

$ 7 7 , 5 6 9  
$ 0  

. $ 0

$ 4 , 1 3 7
$ 0
$ 0

1360  YAKUTAT
SECOND CLASS C IT IE S  
5 0 0 0  AKHIOK

AK1ACHAK 
AKIAK 
AKOLMIUT 
AKUTAN 
ALAKANUK 
ALEKNAGIK 
ALLAKAKET 
AMBLER
ANAKTUVUK PASS 
ANDERSON 
ANGOON 
AN IAK 
ANVIK
ATMAUTLUAK 
BETHEL
BREV1G MISSION 
BUCKLAND 
CHEFORNAK 
CHEVAK 
CHUATHDALUK 
CLARK'S POINT 
DEFRING
DELTA JUNCTION 
DIOMEDE

5 0 1 0
5 0 2 0
5 0 3 0
5 0 4 0
5 0 5 0
5 0 6 0
5 0 7 0
5 0 8 0
5 0 9 0
5 1 0 0
5 1 1 0
5 1 2 0
5 1 3 0
5 1 4 0
5 1 5 0
5 1 6 0
5 1 7 0
5 1 8 0
5 1 9 0
5 2 0 0
5 2 1 0
5 2 2 0
5 2 3 0
5 2 4 0

3 . 3 1

0 . 0 0
2 . 0 0
0 . 0 0
0 . 0 0
0 . 0 0
4 . 0 0  
0 . 0 0  
0 . 0 0  
5 . 2 2  
0 . 0 0
5 . 0 0  
5 . 1 8
8 . 0 0  
1 . 5 0  
0 . 0 0

1 0 . 8 5
0 . 0 0
0 . 0 0
0 . 0 0
0 . 5 0
4 . 0 0
0 . 0 0
0 . 0 0

1 0 . 8 8
0 . 0 0

0 . 0 0

0 . 0 0

1 1 . 0 0
0 . 0 0

4 4 . 7 5
0 . 0 0
4 . 0 0
1 . 5 0
0 . 0 0
0 . 0 0
0 . 0 0
0 . 0 0
0 . 0 0

2 4 . 0 0  
0 . 0 0

1 5 . 0 0
4 8 . 0 0  
0 . 0 0  
0 . 0 0  
^ . 0 0

0 0  
< )0 

0 0  
0 . 0 0  
0 . 0 0  
0 . 0 0

$ 0

$ 0

$ 0

$ 0
$ 0
$ 0

$ 0
$ 0

$ 0
$ 0
$ 0
$ 0

$ 0
$ 0
$ 0

$ 0
$ 0
$ 0
$ 0
$ 0
$ 0

$ 0
$ 0
$ 0
$ 0
$ 0

$ 4 , 2 9 2

$ 0
$ 0

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

$ 0

$ 5 , 3 5 3
$ 5 , 1 5 9
$ 5 , 5 5 3
$ 5 , 5 5 3

$ 0
$ 0

$ 4 , 1 3 7  
$ 1 1 , 1 0 7  

$ 0  

$ 5 , 3 5 3  
$ 6 6 , 9 1 5  
$ 5 , 5 5 3  

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

$ 0



‘K E Y *  CDMMUWI'I Y
P U B L I C  R O A D  I C E  R O A D  H O S P I T A L  H E A L T H  F A C I L I T I E S  H O S P I  

M I L E S  M I L E S  E N T I T L E M E N T  E N T I T L E M E N T  • . C O N S T .

5 3 0 0 F O R T  Y U K O N 1 6 . 4 8 0 . 0 0 s o . $ 0
5 3 1 0 F O R T U N A  L E D G E  . 5 . 0 0 0 . 0 0 s o S 5 ,353
5 3 2 0 G A M 0 E L L 0 . 0 0 0 . 0 0 s o s o
5 3 3 0 G O L O V I N 0 . 0 0 0 . 0 0 $ 0 $ 5 , 5 5 3
5 3 4 0 GOOD N E W S -  B A Y 0 . 0 0 0 . 0 0 s o $ 0
5 3 5 0 G R A Y L I N G 0 . 0 0 0 . 0 0 s o $ 0
5 3 6 0 H O L Y  C R O S S 4 . 0 0 0 . 0 0 s o $ 5 , 5 5 3
5 3 7 0 H O O P E R  B A Y 0 . 0 0 0 . 0 0 s o $ 0
5 3 8 0 HOUS'I O N 3 0 . 7 5 0 . 0 0 $ 0 $ 0
5 3 9 0 H U G H E S 5 . 0 0 0 . 0 0 $ 0 s o
5 4 0 0 H U S L I A 1 7 . 7 0 0 . 0 0 s o $ 5 , 5 5 3
5 4 1 0 K A C H E M A K 0 . 0 0 0 . 0 0 $ 0 $ 0
5 4 2 0 K A K T O V I K 0 . 0 0 0 . 0 0 $ 0 $ 0
5 4 3 0 K A L T A G 2 . 0 0 0 . 0 0 $ 0 $ 0
5 4 4 0 K A S A A N 0 . 0 0 0 . 0 0 s o s o
5 4 6 0 K I  A N A 0 . 0 0 0 . 0 0 s o $ 0
5 4 7 0 K I V A L I N A 0 . 0 0 0 . 0 0 s o $ 0
5 4 8 0 K O B U K 4 . 0 0 0 . 0 0 s o s o
5 4 9 0 K O T L I K 0 . 0 0 0 . 0 0 $ 0 $ 5 , 3 5 3
5 5 0 0 K O T Z E B U E 1 5 . 5 2 3 . 5 0 $ 0 S O
5 5 1 0 K O Y U K 0 . 0 0 0 . 0 0 $ 0 $ 0
5 5 2 0 K O Y U K U K 1 . 5 0 0 . 0 0 s o $ 5 , 5 5 3
5 5 3 0 K U P R E A N O F 0 . 0 0 0 . 0 0 $ 0 S O
5 5 4 0 K W E T H L U K 0 . 0 0 0 . 0 0 s o $ 5 , 3 5 3
5 5 5 0 L A R S E N  B A Y 0 . 0 0 0 . 0 0 $ 0 S O
5 5 5 5 L O W E R  K A L S K A G 2 . 6 0 40'. 0 0 $ 0 $ 3 , 5 5 3
5 5 6 0 M A N O K O T A K 0 . 4 3 0 . 0 0 s o $ 5 , 1 5 9
5 5 7 0 M C G R A T H 1 0 . 9 5 0 . 0 0 s o $ 5 , 5 5 3
5 5 8 0 M E K O R Y U K 0 . 0 0 0 . 0 0 s o $ 5 , 3 5 3
5 5 9 0 M O U N T A I N  V I L L A G E 0 . 0 0 o.,oo s o $ 0
5 6 0 0 N A P A K I A K 2 . 4 8 0 . 0 0 s o $ 5 , 3 5 3
5 6 1 0 M A R A S K I A K 0 . 0 0 0 . 0 0 s o $ 5 , 3 5 3
5 6 2 0 N E W H A L E N 0 . 0 0 0 . 0 0 s o S 3 , 1 5 9
5 6 3 0 N E W  S T U Y A H O K 0 . 0 0 0 . 0 0 s o $ 5 , 1 5 9
5 6 4 0 N E W T O K 0 . 0 0 0 . 0 0 s o $ 3 , 3 5 3
5 6 5 0 N I G H T M U T E 1 . 0 0 0 . 0 0 $ 0 $ 5 , 3 5 3

F Y  19 2 1  M U N I C I P A L  R E V E N U E  S H A R I N G  E N T I T L E M E N T S (#2) a p r i l  2 7 ,  1921



PU0L1C ROAD ICE ROAD HOSPITAL HEALTH FAC IL IT IES HOSPIT 
KEY COMMUNITY MILES MILES ENTITLEMENT ENTITLEMENT CONST. A

5660  NIKOLAI 0 . 0 0 0 . 0 0 $0 $05670  NONDALlON 1 .8 0 0 . 0 0 $0 $05680  NOORVIK 2 . 2 0 0 . 0 0 so S5 ,5 5 35690  NULATO 4 .8 0 0 . 0 0 $0 S5 ,5 5 35700  NUIGSUT 0 .0 0 0 . 0 0 so . s o5710  OLD HARBOR 4 .4 5 0 . 0 0 $0 $05720  OUZINKIE 0 . 0 0 0 . 0 0 $0 $05730  PILOT STATION 2 .0 0 0 . 0 0 so $05740 PLATINUM 0 .0 0 0 . 0 0 $0 so5750 POINT HOPE 0 . 0 0 0 . 0 0 so so5760 PORT ALEXANDER 0 .0 0 0 . 0 0 so so5770 PORT HEIDEN 2 6 .6 0 0 . 0 0 $0 S5 ,1 5 95780 PORT LIONS 2 .4 4 0 . 0 0 so so5790 GUINHAGAK 1 .2 5 0 . 0 0 $0 $ 5 ,3 5 35800 RUBY 0 . 0 0 0 . 0 0 so $05810  RUSSIAN MISSION 0 . 0 0 0 . 0 0 $0 $ 5 ,3 5 35820  SAINT MICHAEL 0 . 0 0 0 . 0 0 so $ 5 ,5 5 35830  SAINT PAUL 3 7 .5 0 0 . 0 0 $0 $05840  SAVOONCA 0 .0 0 0 . 0 0 $0 $05850  SAXMAN 2 .9 0 0 . 0 0 so SO5860  SCAMMON BAY 1 .2 5 0 . 0 0 so $ 5 ,3 5 35870  SELAWIK 0 . 0 0 0 . 0 0 so SO5880  SHAGELUK 0 . 0 0 0 . 0 0 so SO5890  SHAKTOOLIK 3 .5 0 1 8 .0 0 so $ 5 ,5 5 35900  SHELDON POINT 0 . 0 0 0 . 0 0 so $ 5 ,3 5 35910  SHISHMAREF 0 . 0 0 0 . 0 0 so SO5920  SHUNGNAK 0 .0 0 0 . 0 0 so $ 5 ,5 5 35930  STEBBINS 0 . 0 0 0 . 0 0 so $ 5 ,5 5 35940  TANANA 2 9 .3 5 0 . 0 0 so SO5950  TELLER 2 . 6 9 0 . 0 0 so $ 5 ,5 5 35980  TEMAKEE SPRINGS 2 . 0 0 0 . 0 0  • $0 SO5990  TOGIAK 5 . 0 0 0 . 0 0 so $ 5 , 1 5 96000  TOKSOOK BAY 0 .0 0 0 . 0 0 $0 $ 5 ,3 5 36010  TULUKSAK 9 .5 0 1 8 .0 0 so $ 5 ,3 5 36015 TUNLJNAK 0 . 0 0 0 . 0 0 so SO6020  UNALAKLEFT 9 .2 2 0 . 0 0 so $ 5 ,5 5 3



t<ueu jJNAL.AKL.hKT 9 . 2 2  ' 0 . 0 0  $ 0  £ 5 , 5 5 3

FY 1981 MUNICIPAL REVENUE SHARING ENTITLEMENTS <#2> 
TOTAL ENTITLEMENT = $ 5 1 , 9 0 0 , 0 0 0

KEY COMMUNITY
PUBLIC ROAD 

MILES
ICE ROAD 

MILES
6 0 3 0  UPPER KALSKAG 1 . 5 0 1 . 5 0
6 0 4 0  WAINWRI GMT 0 . 0 0 0 . 0 06 0 5 0  WALES 0 . 0 0 0 . 0 06 0 6 0  WASILLA 4 4 . 9 6 0 . 0 06 0 7 0  WHITE MOUNTAIN 0 . 0 0 0 . 0 06 0 8 0  WHITTIER 1 0 . 5 0 0 . 0 06 0 9 0  EXT F IRE  AREAS 0 . 0 0 0 . 0 0
6 1 0 0  NATIVE VILI AGE GOVT 0 . 0 0 0 . 0 0

a p r i l  2 7 ,  1931

HOSPITAL HEALTH FA C IL IT IE S  HOSPT 
ENTITLEMENT ENTITLEMENT CONST. (

TOTAL

$ 0

£ 0
$ 0
£ 0

£ 0
$ 0
£ 0
£ 0

$ 1 , 6 8 2 , 0 2 6

£ 0

$0
£ 0

£ 4 ,1 3 7
$ 0

£ 4 , 6 2 0  
£ 0  

£ 0

$ 1 , 2 4 1 , 8 0 0

■ 7 4 .3 * 7$'74'T: 
$ l - r4 7 0 ,<
£ 8 y 0 7 2 , ‘

9 , 0 7 3 , ± ch



SUMMARY OF MAJOR CHANGES IN 

THE NATIONAL HEALTH PLANNING AND RESOURCES DEVELOPMENT PROGRAM 

FROM ENACTMENT OF THE HEALTH PLANNING AND RESOURCES DEVELOPMENT AMENDMENTS 

OF 1979 (Public Law 96-79) ON OCTOBER 4, 1979

The Health Planning and Resources Development Amendments of 1979 amend Titles XV 

and XVI of the Public Health Service Act and extend for 3 years the health 

planning program begun by P.L. 93-641 enacted on January 4, 1975. The amendments 
authorize appropriations of §267 million in fiscal 1980, §354 million in 1981 and 
§416 million in 1982, a total of §1.04 billion.

Title XV (National Health Planning and Development) is administered by the Bureau 
of Health Planning, Health Resources Administration, and Title XVI (Health 

Resources Development) by the Bureau of Health Facilities, HRA. The Administration 

is one of the six agencies of the Public Health Service of the U.S. Department of 
Health, Education, and Welfare. The two bureaus are located at 37U0 East-West 
Highway, Hyattsville, Maryland 20782.

Contacts:

Title XV, Bureau of Health Planning, Frances Dearman (301) 436-6110 

Title XVI, Bureau of Health Facilities, Dorothy B a i l e y , (301) 436-8988

October 11, 1979

1



TITLE XV NATIONAL HEALTH PLANNING AND DEVELOPMENT 

ADMINISTERED BY BUREAU OF HEALTH PLANNING

National Guidelines for Health Planning (Section 1501)

The Department of Health, Education, and Welfare (HEW) must annually review 

the goals and standards of the National Guidelines for Health Planning as 
well as the plans of the Health Systems Agencies (HSA) and State Health 
Planning and Development Agencies (SHPDA) and on the basis of the findings, 

revise the National Guidelines. The HSAs, SHPDAs and Statewide Health 
Coordinating Councils (SHCC) must be consulted at least 45 days prior to 
their issuance or revision. Relying on data HSAs and SHPDAs must supply,

HEW may collect and make public data on whether the health care delivery 
systems are changing to meet the standards and goals in the Guidelines and the 

resources required to meet the goals.

The standards promulgated as part of the National Guidelines must reflect 
the unique circumstances and needs of medically underserved populations 

including isolated rural communities.

National Health Priorities, National Council (Section 1502)

The list of National Health Priorities is lengthened from 11 to 17, more

emphasis is placed on cost containment and a new section is added on the role

of competition in the allocation of health services. New priorities concern:

— identification and discontinuance of unneeded or duplicate services and 

facilities;

— cost containment through technology, more appropriate use of resources and 

increased efficiency;

— deinstitutionalization of improperly placed mental patients and improved, care 

for the institutionalized;

— emphasis on outpatient mental health care;

— promotion of health prevention and treatment including emotional and psychological 

components of care; ^nd

— development and use of cost-saving technology.

Also added as a priotity is strengthening of competition where it can appropriately

advance quality assurance, cost effectiveness and access to care.

3



Council: The National Council on Health Planning and Development

is expanded from 15 to 20 members. The number of nonprovider members 

is increased from 5 to 8 and the representation of urban and rural 
medically underserved populations is required. At least one hospital 
representative is required. The Assistant Secretary of Agriculture for 
Rural Development is added as a  nonvoting, ex^officio member.

Healths Service Areas (Section 1511)

Procedures for review and revision of health service area boundaries are 
changed. A  review can be initiated by HEW, a Governor or HSA. The boundaries 

may be revised if HEW finds they no longer meet the requirements of the law or 

that the proposed boundaries meet them more appropriately. Within one year of 
enactment of the amendments, HEW must publish regulations listing criteria for 
revisions.

The Commonwealth of Puerto Rico is added to the jurisdictions where the State 
agency, under Section 1536, may perform the functions of the HSA.

Health Systems Agency Governing Body (Section 1512)

The amendments provide that the governing board of a public HSA must appoint 
the members of its governing body for health planning. Under the amendments 

the governing board of a public HSA rather than the separate governing body 
for health planning is responsible for personnel policies and budget unless 
it specifically delegates the responsibility.

Consumer members of an HSA governing board no longer are required to have been 
consumers for 12 months prior to appointment. The language requiring them to 

be "broadly representative" of the composition of the area'3 population has 

been deleted. The new language requires consumers to be ,rbroadly representative 
of the health service area" and to include representatives of the principal 

social, economic, linguistic, handicapped and racial populations and of 
geographic areas of the health service area.

Providers can now serve on HSA governing bodies where they live or where they 
work. The proportion of direct providers among the provider minority is 

increased from one-third to one-half and at least one direct provider must be 
engaged in the administration of a hospital.

Governmental representatives other than elected officials must be appointees 
of units of general purpose local government. *
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The proportion of nonmetropolitan representation must be "at least equal to the 

nonmetropolitan proportion of the population of the area." Persons knowledgeable 

about mental health must be included on the governing body.

A consumer majority is required for all subcommittees or advisory bodies 

appointed by an HSA governing board or executive committee.

A  new section requires broad participation in governing body selection by 
residents of the area served. The process developed by each agency must 

prohibit selection of more than one-half of the members by the governing 

body itself. The same requirements apply to subarea council selection if 
the subarea council selects one or more members of the governing body.

If a governing body has more than 30 members, the required size of its 

executive committee is changed from "not more than 25" to "not less than 

10 nor more than 30."

A new section requires each HSA to have a program of technical support of 

governing body members, executive committee members and members of entities 
appointed by these groups. At least one staff person is to be responsible 

for providing information and technical assistance to governing body members 

particularly consumers. Minimum areas of staff expertise are expanded to 
include financial and economic analysis, prevention of disease and other health 

matters, and development and use of health and mental health resources.

A  new subsection deals with conflict of interest for members of governing 
bodies, executive committees or other HSA entities. They are prohibited from 

voting on matters involving any individual or entity with which a member has 
had "any substantial ownership, employment, medical staff, fiduciary, 
contractual, creditor or consultative relationship" currently or in the 

preceding 12 months. Written disclosure and public announcement of conflicts 
are required at meetings during which actions are taken.

Revised language absolves an HSA from liability for damage when a governing 

body member or employee acts within the scope of his duty with reasonable 
care and without malice.

Provisions are changed to allow closed meetings and records when the board 

determines that discussions about an employee’s performance or salary would 

constitute an unwarranted invasion of personal privacy. Meetings also may 
be closed when information relating to a judicial proceeding involving the 
agency might be disclosed.

HSA governing body membership must now include individuals who are knowledgeable 
about mental health services (including substance a b use).



Health Systems Plan, Annual Implementation Plan, PUFF, (Section 1513)

Lobbying: New language prohibits an HSA from hiring a lobbyist.

Health Systems Sian and Annual Implementation P l a n : The review ?ud revision,
of the Health Systems Plan are changed from an annual to a trienn. ~1 process, 

allowing more time for implementation. An HSA must establish the Health 
Systems Plan in a format determined by the SHCC in consultation with the 
State agency and HSAs, The description of a "healthful environment” is to be 
"primarily with regard to health carq equipment and to health services 

provided by health care institutions, health care facilities and other 

providers of health care and other health resources.”

The Health Systems Plan must include goals for the delivery of mental health 

services.

The goals of the Health Systems Plan are to be responsive tr, statewide needs 
but no longer are required to be consistent with the National Guidelines.

The plan must describe the institutional health services needed to provide 
for the well-being of persons in the area and must ulso describe the number 

and type of resources needed to meet the plan goals plus the extent to which 
new facilities need to be constructed or existing ones need modernization, 

.discontinuance or conversion.

The procedural requirements for the Health Systems Plan also apply to the 

establishment, review and amendment of the Annual Implementation Plan.

Coordination: Examples of other regional planning bodies with which an HSA

must coordinate activities are agencies concerned with aging, alcohol abuse, 

drug abuse and mental health. Coordination is required with rate review bodies.

New language describes coordination among HSAs within a Standard Metropolitan 

Statistical Area and requires HEW to issue regulations for sharing of HSA data 
with Indian Tribes.

Proposed Uses of Federal Funds: A number of changes are made in the review of

Proposed Uses of Federal Funds (PUFF). Direct funding of entities other than 
State government is usually subject to HSA review while direct funding to State 

government is reviewed only if its impact o». health resources occurs solely in 

the Agency's health service area. Federal funds made available by a State to a 
third party are now reviewable not only under the allotment programs but also 
under grants or contracts to State government.

An attempt is made to clarify HSA review of research and training funding. 
Training funds would be reviewed only if they made a significant change in 

health services available in the health service area. Research funds would 
be reviewable only if they would change significantly the delivery of health 

services or the distribution of available health resources in the area.

In the case of Federal funds made available by a State to a third party, a 

Governor must allow 60 days for HSA review. If the Governor decides to make 
funds available despite a negative HSA finding, the HSA and SHPDA must be 
provided with a detailed statement of the reasons.
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Appropriateness: The requirement for review of appropriateness of "all

institutional health services" is narrowed to "at least" those institutional 

and home health services for which goals have been set in the State Health 
Plan. In an appropriateness review, the minimum considerations are 

"accessibility and availability, financial viability, cost effectiveness, 
and quality of service provided."

Hospital C h arges; To aid consumers in making informed choices, a new provision 

requires each HSA to collect annually on forms developed with the State the 

charges for the State's 25 most frequently used hospital services. The charges 
must include average rates for private and semiprivate rooms. The information 
must be made available in easily understandable form for public inspection and 
copying.

Designation of Health Systems Agencies (Section 1515)

The maximum duration of a full designation agreement is extended from 12 months

to 36 months. HEW may terminate the agreement with a nonperforming HSA but 
must first consult with the Governor and the SHCC; give notice of intent to 
terminate, listing steps that could be taken to comply; provide an opportunity 
for a hearing- and consult with the National Council.

HEW may return a nonperforming HSA to conditionally designated status for not

more than 12 months if the agency is given notice and an opporcunity for a 

hearing. Before renewing a full designation agreement, HEW must provide the 
State agency with an opportunity to comment on the HSA's performance and to 

recommend whether or not the HSA should be renewed as well as stating any 
conditions the State agency believes should be attached to the renewal.

In terminating an HSA, HEW may choose to continue its operation until a new 

designation agreement is in effect. It must provide the terminating agency 
an opportunity to settle its affairs.

HSA Planning Grants (Section 1516)

The amendments provide for carryover of grant funds for one more year beyond 

that in which they are made available. The funding formula is changed in 

several respects. The maximum base grant is the lesser of $0.60 per capita 

or $3,750,000. The minimum base grant is a sliding scale of $225,000 for 

fiscal 1980; $245,000 for fiscal 1981; and $260,000 for a succeeding year.
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• ✓ *

HEW is authorized to retain an amount not to exceed 5 percent of the appropriation 

to supplement grants to meet extraordinary expenses, such as those related to 

bi-State status, large underserved populations and large geographic areas or to 
assist an agency in improving its performance as a result of the development and 
implementation of innovative planning mechanisms. The grant amount may be 

reduced if not needed by the Agency.

Non-Federal funds may be matched by: (1) an amount equal to the non-Federal 

funds (2) $200,000 or (3) $0.25 per capita, whichever is less.

State Agency Designation (Section 1521)

The period of conditional designation may be extended beyond 36 months if HEW 
finds the State agency is making "a good faith effort" to comply with its 

required functions.

The penalties for a State failing to have its agency qualify for full designation 
have been extensively revised and the effective dates changed. During the first 

year of noncompliance, HEW will withhold 25 percent of Federal funds. The 
percentage^rises to 50 percent in the second year, and 75 percent in the third 

with a complete cutoff in the fourth year.

September 30, 1980, is the earliest date for compliance but the deadline will 

be later for many States depending on when their legislatures meet.

The period of a full designation agreement is extended from 12 to 36 months.

If HEW decides to terminate a State agency agreement, the Department must 

consult with the SHCC; notify the agency, explaining the decision and listing 
corrective actions required; provide an opportunity for a hearing; and consult 

with the National Council.

Before renewing a State agency designation agreement, HEW must provide each HSA 

and the SHCC with an opportunity to comment and recommend renewal or nonrenewal. 

If it is not performing satisfactorily, a State agency may be returned to 
conditionally designated status for up to 12 months.

State Health Planning and Development functions (Section 1523)

A  new function, the determination of statewide health needs, is given to the 

State agency. In developing these needs, the agency is to consult with the 
SHCC and to solicit written recommendations from the State health authority, 
the State mental health authority and other agencies designated by the Governor.

The development of the preliminary State Health Plan and review of the Health 

Systems Plan is changed from an annual to a triennial process. In reviewing 

Health Systems Plans, the State agency is required to make them available to
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the State health authority, the State mental health authority and other State 

agencies specified by the Governor. It also is to solicit written recommenda­
tions concerning the goals and resource requirements in Health Systems Plans.

As another new function, the State agency must prepare an inventory of health 
care facilities, evaluate their physical condition and report the results to 
HSAs for their use. The requirement for a separate State Medical Facilities 
Plan is deleted.

Statewide Health Coordinating Council (Section 1524)

HSA representation required on the SHCC will vary with the number of HSAs in 

the State. If there are ten or fewer HSAs, each is entitled to two represen­
tatives. If there are more than ten, each is entitled to one representative.
Each HSA is to submit to the Governor a list of at least twice as many 

representatives as it is entitled to. In the case of bi-State HSAs, 
representation on the SHCC will be based on the proportion that the population 
of the bi-State area living in the State bears to the population of the largest 

health service area in the State, with a minimum of one representative assured.

Not less than cne-half the providers on the SHCC must be direct providers.

If there are rural and urban medically underserved populations in a State, 
they must be represented on the SHCC. The Governor is giT,en the option of 

selectir", with legislative advice and consent, the chairman of the SHCC from 

among its members. If the Governor does not act, the SHCC can select its 
own chairman.

The SHCC is given responsibility for establishing in consultation with the 

HSAs and the State agency, a uniform format for the Health Systems Plan. It 
also reviews and coordinates the Health Systems Plans triennially and the 
Annual Implementation Plans annually. The State Health Plan also is prepared 
triennially. It must Include a description of the institutional health 
services needed in the State, describe the number and type of resources 

available and those in need of modernization, closure and conversion.

New language seeks to integrate mental health, alcohol and drug abuse into the 
State health planning process and requires the health plans in these areas to 
be consistent with the State Health Plan.

As approved by the SHCC, the State Health Plan does not become effective until it 
is approved by the Governor. The Governor can disapprove the plan only if he 

determines it does not effectively meet the statement of health needs as developed 

by the State agency.

In a change in the review of uses of Federal funds function, the SHCC is given 

authority to review and recommend approval or disapproval of applications for 
certain Federal health funds submitted by the State government which is carried 
out in more than one health service area. If the SHCC recommends disapproval of 

a plan or application. HEW, after finding that the proposed use is not in conformity 
with the State Health Plan, may not make funds available. The Governor must be 
allowed 30 days to submit a revised plan or application that conforms with the 
State Health Plan.

The SHCC is extended the same immunity from damages as the HSA board and pLaced 

under the same conflict of interest requirements.
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Grants for State Health Planning and Development (Section 1525)

Amendments permit one year carryover of grant funds.

Grants for Rate Regulation (Section 1526)

New language removes the limitation on the number of rate regulation demon­

stration grants to States, allows entities of State government other than 
the State agency to administer the rate regulation program, and allows rate 
regulation grant funds to remain available for one fiscal year after that in 

which they are awarded.

Certificate of Need (Section 1527)

A new section broadens and further defines certificate of need programs. 

Certificate of need decisions must be consistent with the State Health Plan 

except for emergency situations. In reviewing applications, a SHPDA must make 
its determination before major equipment is purchased, institutional health 

services are offered or capital expenditures obligated.

The amendments limit the type of conditions that can be placed on awarding a 

certificate of need. States are prohibited from attaching any condition not 

related to criteria in the law or in State or Federal regulations in force
before the amendments took effect.

A State agency is authorized to withdraw a certificate of need if the applicant 

is not adhering to its timetable or making a good faith effort.

Each certificate must specify the maximum amount of money that can be spent on 
an approved project.

H M O s : Health maintenance organizations (as defined in this section or as
qualified under Section 1310 of the Public Health Service Act) are exempt 

from certificate of need requirements under specified conditions. The State 

may not require a certificate of need for the offering of an inpatient health 
service, the acquisition of major equipment, or obligation of capital expenditures 
by health maintenance organizations if:

— the HMO meets the definition under this law;

— the HMO (or a combination of HMOs) has an enrollment of at least 50,000
individuals;

10



— the facility in which the service will be provided is reasonably accessible 

to members; and

— at least 75 percent of the patients who can be reasonably expected to receive 

the service will be individuals enrolled with the HMO (or combination of 

H M O s ) .

Certificate of need applications from other health maintenance organizations 

must be approved if the State agency finds that approval is required to meet 
the needs of enrollees and the health maintenance organization cannot obtain 

these services or facilities within the area in a manner consistent with the 

health maintenance organization concept *

The establishment of and the outpatient facilities and services of an health 
maintenance organization are exempt from certificate of need review in any case.

Safety Hazards, Licensure, Accreditation; Automatic approval is required of 

any certificate of need application to comply with building and safety codes,
State licensure standards or Medicare/Medicaid certification unless the SHPDA 
finds the facilities or services are unneeded or inconsistent with the State 
Health Plan.

Simple Acquisitions? Special treatment also is provided for simple acquisitions 

of health facilities or major medical equipment for noninstitutional uses. In 
both cases, a notice stating intent to acquire and expected uses must be filed 
with the SHPDA 30 days before contracts are signed. These acquisitions are 

exempt from certificate of need coverage unless notice is not given or the 

State agency finds that the acquisition will provide inappropriate bed capacity 
or services.

Definitions of "capital expenditure" and "major medical equipment" are added. 
"Major medical equipment" excludes the equipment of independent clinical labs. 

Congress wanted to make clear that this provision is a minimum requirement of 
an acceptable certificate of need program, and that a State is permitted to 

cover medical equipment acquired for use in other than inpatient settings, which 

costs less than $150,000, or which is acquired by a clinical laboratory. Although 
States would be prohibited from changing their law to go beyond the minimum 
requirements after September 30, 1982, no State which had imposed additional 
requirements before that date would be required to alter those requirements.
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Definitions (Section 1531)

"Indirect provider" is no longer a separate category but included under "direct 
providers." This term is broadened to include persons who: have a fiduciary 
interest in health c.are delivery, research, health manpower instruction and 
drug production; receive directly or through their spouse more than 20 percent 
of their gross income from health care; or are members of the immediate families 

of persons in these categories. An ixidividual will not be considered a provider 

solely because of membership on the governing board of a health care institution 
or drug or equipment producer.

The definition of "institutional health services” is altered to include services 
which are provided through designated facilities and those to be defined in HEW 
regulations and which entail an annual operating cost of at least $75,000. The 

$75,000 figure may be adjusted upward after 12 months at the discretion of a 

State to reflect inflation.

Criteria and Procedures for Reviews (Section 1532)

Extensive statutory requirements relating to review procedures are added.

They include requirements for administrative and judicial reviews, timely 

notification and those related to failure to complete review in a timely manner,

"Batched review" of all similar certificate of need applications is required 

at both the State agency and HSA level at least twice a year. Batching enables 
planning agencies to review simultaneously applications proposing similar 
services and to evaluate them on the basis of relative need.

Factors to be considered in the development of criteria for review are expanded 

to include: the effects of the service on the needs for clinical training in

the area; the access that health profession schools will have to services for 
teaching; and the accessibility of the services to all residents of the service 
area. Other factors include the efficiency and appropriateness of the use of 

existing services and facilities, and quality of care provided by the applicant 
in the past.

12



TITLE XVI HEALTH RESOURCES DEVELOPMENT 

ADMINISTERED BY THE BUREAU OF HEALTH FACILITIES

State Allotments and State Medical Facilities Plans

In amending Title XVI, Congress targeted resources to meet special needs 

ranging from excess inpatient hospital capacity to the unmet primary care 

needs of the urban and rural poor. These needs are defined by conditions, 
not by State or other geographic boundary lines. Thus, Congress repealed 

the allotment grants to States which originally existed in Title XVI to aid 

facilities construction. Congress also repealed the requirement for a 

separate, HEW-approved State Medical Facilities Plan. Previously, the 
State Medical Facilities Plan existed as a framework which had to be approved 

before allotments could be made for facility construction and aid. In the 
amendments, Congress intends to integrate facilities planning as part of the 
State Health Plan produced by each State's SHCC.

Loan and Loan Guarantee Program (Sections 1601-2)

Congress centralized the loan and loan guarantee program by requiring that all 

applications under this program be submitted directly to HEW for approval.

Direct loans, previously limited to public facilities, have been expanded to 
nonprofit private facilities. Loan guarantees, limited before to nonprofit 

private facilities, may now go to public entities as well.

Authority for loans and loan guarantees had been limited to projects for:

(1) modernization; (2) construction of new outpatient medical facilities;
(3) construction of new inpatient medical facilities in areas where population 

growth has been recent and substantial; and (4) conversion projects. Now loan 

and loan guarantees are also authorized for: (1) projects which will discontinue 

unneeded hospital services or facilities, and (2) modernization projects which 
liefore had been eligible only for special project grant money to correct safety 

hazards and avoid noncompliance with licensure or accreditation standards.

Interest Subsidy: HEW may now pay up to one-half the net effective interest

rate on guaranteed loans for projects located in poverty areas. Formerly this 
subsidy was limited to three percent and was not targeted to any special need areas.

Default Authority: Under the previous law, HEW did not have authority to act on

behalf of loan or loan guarantee projects which were in danger of default.
Default funds were limited to actual default procedures. The amended law 

permits HEW to spend money on technical and consultative assistance to prevent 
such defaults. In addition to taking title to assets used to secure loans HEW. 

may now take "any other actions needed" to protect the government's interests.

13



Project Grants For Construction Modernization (Section 1610)

The amended law allows facilities to apply for loan and loan guarantees for 

construction to correct safety hazards or to avoid licensure or accreditation 
noncompliance. The law also now allows private nonprofit facilities to apply 
for grant aid. Formerly only public facilities were eligible. To be eligible, 

however, the private nonprofits must serve the same patient population as 

would public facilities (i.e., the same proportion of patients unable to pay 
for services) and, further, must show that without a grant there would be a 

disruption of health care services to low income individuals.

New Project Grants: Congress addressed the special needs of medically

underserved areas by establishing a new grant program. The grants would be 

available to public or private nonprofit facilities for construction of out­

patient facilities or conversion of inpatient to outpatient or long-term 

care facilities in underserved areas.

Funds for this program are authorized starting in fiscal 1981.

Discontinuance and Conversion (Sections 1641-2)

A  new program of grants for voluntary discontinuance and conversion of 

unneeded hospital services is authorized effective April 1, 1980. Congress 
intended ic to be a demonstration program to help combat the escalating 
cost of inpatient hospital care. It also is intended to strengthen health 

care delivery through conversion of hospital capacity to less expensive 

and more appropriate services.

Grants may be awarded for liquidation of debt in case of closure; planning, 

development and delivery of another service in case of conversion; termination 
pay and retraining and re-employment costs for displaced hospital personnel.

I

Applications for grants must be reviewed by the local HSA, which recommends 
approval or disapproval, and forwarded to the State agency which reviews and 
makes its recommendation to HEW. The HSAs and SHPDAs are to determine the 

need for discontinuance or conversion of a service or facility and give 
special attention to needs and access patterns of poverty populations. HEW 
may not override a State agency recommendation for disapproval but may 

disapprove a recommendation for discontinuance or conversion if it determines 
the project would not reduce health care costs.

The Department of Labor must review applications and certify that any proposed 
project protects the rights and vested interests of affected employees of the 
hospital.
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Grants also are authorized to SHPDAs to assist in the reduction of excess 

hospital capacity. Funds are authorized to assist State agencies in: 
identifying excess hospital capacity; developing programs to reduce excess 

capacity to lower health care costs; developing means to overcome barriers 
to reduction of excess capacity; and carrying out programs to decertify 

nonappropriate facilities serving densely populated areas and for poverty 
area outpatient services.

Enforcement of Assurances: The amendments reinforce the intent of Congress

that facilities adhere to the uncompensated care and community service parts 

of the law. Facilities which received Federal aid under either Title VI 
(Hill-Burton) or XVI were required to give assurances that they would provide 

a certain amount of uncompensated care to those unable to pay and to provide 

care without discrimination to community residents. The obligations apply 
to more than 5,000 hospitals, nursing homes and other pedical facilities.

Periodic reports by facilities of compliance with the law are required under 
the amendments.



AUTHORIZATIONS FOR APPROPRIATIONS ($ MILLIONS) 

HEALTH PLANNING AND RESOURCES DEVELOPMENT AMENDMENTS OF 1979

FY 1980 FY 1981 FY 1932

HSA Planning Grants (Sec. 1516) $150 $165 $185

State Agency Grants (Sec. 1525) 35 40 45

Technical Assistance/Health Planning Centers 

(Sec. 1534)

6 8 10

Rate Reviews (Sec. 1526) 6 6 6

Area Development Funds (Sec. 1640) - 20 30

Facilities Project Grants (Sec. *610) 40- 50 50

Outpatient Facilities (Sec. 1610) - 15 15

Closure/Conversion Grants (Sec. 1643-44) 30 50 75

TOTALS $267 • $354 $416

HEALTH PLANNING AND DEVELOPMENT BUDGET HISTORY

FY 1978-80

(Millions)

1978

Appropriations

1979 1980

HSA Planning Grants (Sec. 1511) 107.0 107.0 124.7

State Agency Grants (Sec. 1525) 29.5 29.5 32.0

Technical Assistance/Health Planning 6.5 

Centers (Sec. 1534)
6.5 1.0

Rate Reviews (Sec. 1526) 2.0 2.0 -

Ares Development Funds (Sec. 1640) - -

Facilities Project Grants (Sec. 1625) - -

Outpatient Facilities (Sec. 1625) - -

Closure/Conversi'on Grants (Sec. 1644 & 1643) - 30.0
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R u s s  H e r e f o r d
I/-

C o n t r o llin g ?  

H e a lt h  

C a r e  C o s t s .

f r o m  

t h e  S t a t e s ,

W i t h  C o n g r e s s  d i v i d e d  o v e r  h o w —  

a n d  w h e t h e r — to a d d r e s s  t h e  rising 

cost of health care, states h a v e  t a k e n  

the l e a d  in f ashioning solutions.

T he defeat o f  P res iden t C a r t e r ’s h o sp ita l  cost 
c on ta inm en t  leg is la t ion in  the H o u se  o f  Represen­

tatives underscores the d if f ic u l t  task fac ing those w h o  seek 
to curb  the h igh  rate o f  in f la t io n  in  hea lth  care. I t  a lso 
reemphasizes the key ro le  w h ic h  states must c on t in ue  to 
p lay in  the n a t io n ’s hea lth  cost cris is . T h e  ro le  is no t a new  
one  for the states; in  fact, they have taken the lead in  
deve lop ing  so lu t ions to the p rob lem .

A lt h o u g h  the hea lth care cost p rob lem  has not d is ap ­
peared (dur ing the 12 m on th s  end ing  last M a r c h ,  the 
n a t io n ’s health expend itures rose 13.3 percent to 198.6 
b i l l i o n  dol lars), act ions undertaken in  s om e states appear 
to have  had  a m a jo r  im pac t  ori health expend itures . F o r  
e xamp le , in  the e ight states that w o u ld  have  been exempted 
from  federal con tro ls  under the A dm in is t r a t io n ’s b i l l— 
because they were a lready opera t ing  m anda to ry  hosp ita l 
cost con ta inm en t  p rog rams— 1978 hosp ita l expenses per 
a dm iss ion  increased at a rate less than three-fourths that o f  
the o ther 42 states.

W h y  States?

States appear to be the most app ropr ia te  leve l at w h ic h  
r is ing hea lth costs can be con tro l le d . State legislators and  
state gove rnmen t arc affected by r is ing hea lth  costs in  a 
var iety o f  ways. A s  purchasers o f  hea lth care for the needy 
th rough M e d ic a id ,  states (and, in  n in e  states, lo ca l gove rn ­
ment) con tr ibu ted  over $8 b i l l i o n  to this j o in t  federal-state 
p rog ram  in  1978. States spent ano ther $1 b i l l i o n  for the 
p oo r w h o  are not e l ig ib le  for M ed ic a id  and  for benef its not 
covered by federal m a tch in g  funds . I n  a d d i t io n ,  state 
governments  arc m a jo r  emp loyers  w h o  con t r ib u te  to the 
cost o f  health insurance p rem ium s  for the ir employees . 
T h e  g row ing  bu rden  p laced o n  const ituents to f inance  the 
increased cost o f  hea lth p rograms leaves legislators w ith  
the unp leasant d i l em m a  o f  e ither ra is ing taxes to cover i n ­
creased costs or reduc ing  services to keep hea lth costs 
w i th in  budget.

I la v in g  respons ib i l i ty  for the state’s e co n om ic  e n v ir o n ­
men t , legislators face demands f rom  bo th  industry and 
labor . Businesses express conce rn  over the ir a b i l i t y  to re­
m a in  compe t i t ive  and  sti ll generate suff ic ien t prof its for 
future cap ita l investment in  the face o f  the g row in g  costs o f  
hea lth  benef its  for the ir workers . A t  the same t ime , 
w o rke rs are increas ing ly  frustrated as they forego real in ­
creases in the ir s tandard o f  l iv in g ,  or im p ro vem en ts  in 
hea lth benef it coverage, mercty to m a in ta in  the ir current 
leve l o f  benefits .

State level con tro l o f  health care costs shou ld  be e n ­
couraged for a n um be r  o f  reasons. T h e  p rotect ion o f



H e a lth  C are  C osts
p ub l ic  hea lth  has t rad i t io na l ly  been w i th in  the recogn ized 
po l ic e  powers o f  the states. (It is interesting to note  that the 
U .S .  D epa r tm en t o f  H e a lth , E d u c a t io n  a nd  W e lfa re  was 
not estab lished un t i l  1953.) As f inanc iers and  regulators o f  
hea lth  care, a nd  th rough  the de l ive ry  o f  p u b l i c  hea lth  ser­
vices, state gove rnmen t has a lo ng  h is tory o f  in v o lv em en t  
in hea lth  act iv it ies .

“States h a v e  r e s p o n d e d  to the 

p r o b l e m  with a  n u m b e r  of 

innovative p r o g r a m s .  S o m e  

particularly interesting o n e s  a r e  in 

the fields of hospital cost 

c o n t a i n m e n t ,  alternatives to 

institutional care, a n d  health 

plan n i n g .’1

States are in  the best pos it io n  to v iew  the ope ra t io n  o f  
hea lth  p rograms w i th in  the context o f  statew ide pr ior it ies 
and  resources. T h e  a b i l i t y  to cons ide r the u n iq u e  features 
o f  a r». r t icu lar state, espec ia l ly its hea lth care de l ive ry  
system, w h en  des ign ing a cost c o n ta inm en t  p rog ram  best 
assures that the leg it imate  concerns o f  a l l interested parties 
w i l l  be addressed.

It is at the state leve l that m a n y  health-related p rog rams 
are regulated. T h e  com p lem en ta ry  nature o f  these ac­
tiv it ies can g ive extra c lou t to cost con ta inm en t  efforts: 
Cer t i f ica te  o f  need p rograms arc operated by  the states; 
states adm in is te r  the M e d ic a id  p rog ram ; hea l th  care 
prov iders , such as phys ic ians , nurses, a nd  hosp ita ls , arc 
l icensed by state government; the in su rance  industry  is 
regulated at the state level. T h r o u g h  coo rd in a t io n  o f  these 
and  o ther regu latory programs , a c omprehens ive , system­
w ide  cost con ta inm en t  app roach  can  be im p lem en ted .

A t  the same t im e , states o ffe r  the o pp o r tu n i t y  for ex­
p er im en ta t io n  o n  var ious  approaches to hea lth  care cost 
c on t ro l .  C os t con ta inm en t  is a new  art, not an  established 
science. States have the o pp o r tu n it y  to d eve lop  a nd  im p le ­
ment in n o va t iv e  approaches to hea lth  care cost c o n t a in ­
ment w h ic . j  m ay  later be adop ted by  o ther states o r the 
fcdcru' governmen t .

F in a l ly , g iven  the ir m a jo r  f in a n c ia l  stake as a hea lth  care 
f in anc ing  agency, states have a vested interest in  see ing that 
cost con ta inm en t p rograms wo rk .

State R e s p o n s e s

States have responded to the p ro b lem  o f  ra p id ly  r is ing 
health care costs w i th  a n um be r  o f  in n o v a t iv e  programs . 
Some par t icu la r ly  interest ing approaches are in  the fie lds 
o f  hosp ita l cost co n ta inm en t ,  a lternat ives to in s t itu t iona l 
care, a nd  hea lth  p la n n in g .

H osp ita l Cos t  C o n ta inm e n t  Programs: E ig h teen  states 
have enacted some type o f  leg is la t ion des igned to con tro l 
hosp ita l costs. These p rograms vary w id e ly  in  scope, struc­
ture and  procedure , f rom  s im p le  d isc losure statutes to p ro ­
grams requ ir ing  state rev iew a nd  app ro va l o f  hosp ita l rates 
a nd  charges.

T h e  p rograms regu la t ing rates a nd  charges appear to 
have been qu ite  successful in  c o n t ro l l in g  hosp ita l cost i n ­
creases. F o r  e xam p le , the effect iveness o f  the m anda to ry  
stale p rograms was recogn ized by the Ca r te r  A dm in is t r a ­
t ion w hen  it chose to exempt them f rom  federa l contro ls  
under the A dm in is t r a t io n ’s proposed cost c o n ta inm en t  
b i l l .

State rate rev iew programs have one  m a jo r  feature in 
c om m o n .  T h e y  revise one  o f  the in f la t io n a ry  incent ives 
bu i l t  in to  the  hosp ita l p aym en t system: retrospect iverc im- 
bu rs cm en l .  U nd e r  the M e d ic a r c a n d  M e d ic a id  p rog rams in 
most states, and  under m any  B lue Cross p lans , hosp ita ls 
are pa id  after the fact on  the basis o f  costs incurred  in 
treating a pat ient . T h is  retrospective , cost-plus system c o n ­
tains n o  incent ives to hosp ita ls for cost con t ro l .  I n  real ity, 
the in cen t ive  is to increase costs, s ince h ig he r  costs w i l l  
result in  increased hosp ita l revenue . E v e n  unnecessary ser­
vices w i l l  lead to a dd it io n a l  'neo ine .

T o  coun te r  this in f la t io n a ry  incen t ive , state ratc-aeiting 
p rog ram s d e te rm in e  ahead  o f  t im e  the rates w h ic h  
hosp ita ls m ay  charge . Unde r such a prospect ive re imburse ­
ment system, hosp ita ls k n ow  in  advance  the am o un t  o f  
m oney  they w i l l  receive for treat ing pat ients . I n  effect this 
requires hosp ita ls to ho ld  the ir costs w i th in  a predeter­
m in ed  budget , and  inst i l ls an e lement o f  f in a n c ia l  m anage ­
ment in to  hosp ita l opera t ions .

M a ry la n d  estab lished one  such p rog ram  in  1971. A fter 
an in i t ia l  d eve lopm en ta l pe r iod , the M a ry la n d  H ea lth  Ser­
vices C os t R ev iew  C om m is s io n  began sett ing rates in  1974. 
In  1977, H E W ’s H e a l t h  C a re  F in a n c in g  A dm in is t ra t io n ,  
o n  an exper im enta l basis, agreed to perm it the M a ry la n d  
C om m is s io n  to set rates for the M ed ica re  p rog ram —an 
agreement that m ade  M a ry la n d  the first state agency in  the 
coun try  to set rates for a l l payers. M o r e  recently , M ed ica re  
waivers have  a lso been granted for e xpe r im en ta l programs 
in  W ash in g ton , N ew  Jersey and western P ennsy lvan ia . 
Senate M a jo r i t y  Leader Rosa l ie  A b ram s  p layed a key ro le 
in  the enactment o f  the leg is la t ion and  con t in ues  to be 
pleased w ith  the law . A c co rd in g  to Senator A b ram s , “ T h e  
com m iss io n  has demonstra ted its effect iveness in  c o n ta in ­
ing the rise in  hosp ita l costs in  M a ry la n d ,  where the rate o f



increase is certa in ly  more ra t iona l than in the rest o f  the 
coun try . It is no t state rate rev iew  a lo n e , however , that is 
a ch ie v ing  this effect. O n e  essential ingred ient o f  the leg is la ­
t ion was a requ irement that a u n i f o rm  a ccoun t ing  system 
be a d o p te d . T h is  has forced hosp ita ls to e xam in e  the ir ow n  
budgets and has m ade  them mo re  cost consc ious .”

W h i l e  a state body sets rates in  M a ry la n d ,  W is co ns in  has 
vested rate rev iew author ity  in  a 20 m em be r  c omm it tee  
composed  o f  representatives o f  the State, the W is co ns in  
H osp ita l A ssoc ia t ion , and B lue  Cross o f  W is cons in .  T h e

O n e  canno t cons ider alternatives to in s t itu t iona l care as 
a pu re ly  fiscal issue. F ew  peop le  disagree that patients are 
happ ie r  w hen  they are ab le  to rem a in  at h om e  w i th  fam i ly  
o r fr iends rather than be p laced in  a nurs ing  h om e .  U n fo r ­
tunate ly , the long-term care fu n d in g  p rog rams— pr im a r i ly  
M e d ic a id—are heav i ly  biased towards expens ive insitu- 
t ions  ra ther than  at-home care . A t  the sam e t im e ,  
commun ity-based de l ive ry systems are la ck ing  o r  w o e fu l ly  
inadequa te  in  m any  places. Several states, however , have 
in i t ia ted  act ions to rect ify this s itua t ion .

(Kcprimcd wiih permission)
m e thodo lo gy  for rate setting was deve loped  by  the D epa r t ­
ment o f  H ea lth  and Soc ia l Services, but actua l analysis 
is p e r fo rm e d  by B lu e  C ross . R ep resen ta t iv e  Joseph 
C ze rw in sk i ,  C h a i rm a n  o f  the Assemb ly  H ea lth  and  Ser­
vices C om m it t e e  reports that, “ T h e  ra tc rc v icw  process ap ­
pears to be w o rk in g  we l l , a l th oug h  w c  are sti ll o n ly  in  the 
deve lopm en ta l stage.”  Representat ive C ze rw in sk i agrees 
w ith  Sena tor A b ram s  that hosp ita ls have become more  
cost consc ious  s ince the p rogram  began. “ We d o  have to be 
satisfied that any  one  m ak in g  a dec is ion o n  hosp ita l costs 
—a hosp ita l adm inrs i-a ior ta lk ing  to a d ietary expert o r  to 
a p hys ic ian  w h o  wants a C A T  scanner— is t h in k in g  abou t 
the fact that he w i l l  have to go before a rate rev iew  c om m i t ­
tee, a n d  ju s t i fy  that pos it ion  in  p u b l i c , ”  C ze rw in sk i says. 
“ T ha t  exercise makes hosp ita l adm in is tra tors m u c h  more  
consc ious o f  the cost im p l ic a t io ns  o f  the ir dec is ions .”

A lte rna t ives  to Ins t itu t iona l Cure: W h i l e  m u ch  a ttent ion 
na t io n a l ly  has been focused o n  co n t ro l l in g  hosp ita l costs, 
an even mo re  serious p rob lem  for the states is long-term 
care. T h is  segment now  takes the largest po r t io n  o f  the 
average state’s M ed ic a id  budge t—39 percent, or over $7 
b i l l i o n  na t iona l ly .

It appears that long-term care w i l l  c o n t in ue  to be a m a jo r  
f in an c ia l bu rden  on state governments . T h e  size o f  the na ­
t io n ’s e lde r iy  p o p u la t io n  w i l l  c o n t in u e  to grow . It is 
est imated that by the year 2015, a lmost 40 m i l l i o n  peop le  
w i l l  be over 65 versus 24 m i l l i o n  in 1978. A n d  it appears 
that re l ie f  w i l l  no t be fo r th com in g s h o u ld  a na t iona l hea lth  
insurance p la n  be enacted: N o  na t io n a l hea lth insurance 
proposa l n ow  under cons ide ra t ion  in  Congress w o u ld  
reduce the stales’ ro le in  f in a n c in g  long-term care. A  
num be r  o f  the proposa ls w o u ld  p lace a dd it io n a l fu n d in g  
respons ib i l i t ies o n  state government .

O n e  such effort has recently been undertaken in  N ew  
York th ro ug h  the enac tm en t o f  the “ N u r s in g  H o m e  
w ith ou t  W a l ls ”  p rog ram  in  1977. T h c a u t h o r o f  the leg is la­
t ion estab l ish ing the p rog ram , Senate H ea lth  C om m it t e e  
C h a i rm a n  Ta rky  L om b a rd i ,  Jr., exp la ins , “ T h is  p rogram  
is des igned to p rov id e  nurs ing-home leve l care to persons in  
the ir ow n  h om e . W e  expect it to have several benefits: We 
s h o u ld  f ind  h app ie r  pat ients re cove r ing  m o re  ra p id ly  
under a m anaged , coo rd ina ted  p rog ram  o f  care p rov ided  
at h om e . T h is  p rogram  w i l l  a lso obv ia te  the need for c o n ­
struct ion o f  m o re  lo ng  term care faci l it ies . It s hou ld  free 
acute hosp ita l beds for sicker pat ients , or perm it the 
c los ing  o f  excess hosp ita l beds that had been t i l led w ith  
patients w h o  need nurs ing  h o m e— not acute ho sp ita l— 
care. W c  have found  that a lmost 4,000 M ed ic a id  b ene f i­
c iar ies arc in  o u r  hosp ita ls aw a it in g  lo ng  term care p lace ­
ment at an average m o n th ly  cost in  excess o f  $6,000. W e  
have been ab le  to serve patients under the N u rs in g  H o m e  
w ith ou t  Wa l ls  p rog ram  fo ran  average o f  $785 per m o n t h . ” 
Senator L om b a rd i is a lso q u ick  to emphas ize  that the p ro ­
gram  has an im po r tan t  q ua l i t y  o f  l ife  aspect. “ As  just ou c  
exam p le , o ne  o f  the persons served unde r th is p rog ram  is a 
93-year-old w om a n  w ith  a heart c o n d i t io n  w h o  is ab le  to 
stay h om e  and  supervise her 72-year-old m en ta l ly  retarded 
daughter ."

H e a l th  P la nn in g :  A n o v e r s u p p ly  o f  hosp ita l beds and  in ­
e ff ic ien t u t i l iz a t io n  o f  a va i lab le  serv ices ha ve  also been 
m a jo r  con tr ibu to rs  to hea lth  in f la t io n .  T h e  p ro b lem  is not 
a sm a l l one . T h e  Depa rtmen t o f  H ea lth ,  E d u c a t io n  and 
We lfare  has estimated that app ro x im a te ly  130,000 hosp ita l 
beds c o u ld  be e l im ina ted  w ith ou t  a ffec t ing  q u a l i t y  o f  care. 
A n  ana lysis o f  hea lth costs in  M ic h ig a n  de te rm ined  that 
over 16 percent o f  the state’s bed supp ly  was surp lus .
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Excessive supp ly  contr ibu tes to h ig h  costs in  at least two 
m a jo r  ways. F irst , em p ty  beds arc expens ive to m a in ta in .  
A l t h o u g h  the exact cost has never  been d e te rm in ed , 
estimates p lace it between 50 and 75 percent o f  the cost o f  a 
fu l l  bed . Second , g iven  the expense o f  m a in t a in in g  an 
em pty  bed , phys ic ians a nd  hosp ita ls are encouraged to f i l l 
em p ty  beds in  o rder to generate revenue . T h is  can result in  
unnecessary adm iss ions a nd  excessive stays in  the hosp ita l .

“ Obviously, t h e  interest of state 

legislators in health c a r e  issues 

e x t e n d s  b e y o n d  cost c o n t a i n m e n t .  

O t h e r  u n m e t  n e e d s  a r e  readily 

a p p a r e n t ... Resolution of t h e s e  

p r o b l e m s ,  h o w e v e r ,  is intimately 

related to cost c o n t a i n m e n t .  F e w  

public officials will look f a v o r a b l y  

at efforts to e x p a n d  g o v e r n m e n t ’s 

financial s t a k e  in the health c a r e  

delivery s y s t e m  until t h e y  rest 

a s s u r e d  that t h e  h i g h  rate of 

inflation in that s y s t e m  is u n d e r  

control.”

T o  dea l w i th  the p rob lem  o f  o vc rsupp ly  o f  beds and  ser­
vices, and  to prevent future unnecessary cons truct ion , 
N ew  York  enacted leg is la t ion in  1964 to establish the n a ­
t io n ’s first cert if icate o f  need p rog ram . Cer t i f ica te  o f  need 
is a m e chan ism  to requ ire  pr io r state a pp ro va l o f  hosp ita l 
cap ita l expend itures and  construct ion ; the p r im a ry  deter­
m in in g  factor in  the app ro va l process is the need for a p ro ­
posed new  service or fac i l i ty . By the early 1970’s, m o re  than 
h a l f  o f  the state legislatures had enacted laws estab l ish ing a 
cert if icate o f  need p rog ram . T en  years after N ew  Y o rk ’s ac­
t io n , the federa l governmen t adop ted the concept in  the 
N a t io n a l H ea lth  P la n n in g  and  Resources D eve lopm en t 
Ac t , re qu ir in g  that states must have an  app roved  cer­
t if icate o f  need p rog ram  in o rder to be e l ig ib le  fo r federa l 
funds u nde r  such programs as the P u b l ic  H ea lth  Serv ice 
Act.

S om e  states, however , have gone  beyond  a s im p le  cer­
t i f ica te  o f  need p rog ram . I n  1978, M ic h ig a n  enacted 
leg is la t ion estab l ish ing a m echan ism  for reduc ing  that 
state's surp lus o f  hosp ita l beds. T h e  leg is la t ion , w h ic h  
grew out o f  a jo in t  p ub l ic/ p r iva te  cost co n ta inm en t  coa l i • 
t io n , ident if ies hea lth serv ice areas w ith  surp lus beds. T h e  
lo ca l H e a l th  Systems Agency is respons ib le  for deve lop ing  
a hosp ita l spec if ic  p lan  for c los ing  the excess beds. A fter 
the state has app ro ved  the U S A ’s bed reduc t io n  p lan , the 
State Depa r tm en t o f  P u b l ic  H e a l th  is p roh ib i ted  f rom  issu­
ing a cert if icate o f  need incons istent w ith  the bed reduc t ion  
p lan , o r  to a fac i l i ty  out o f  c o n fo rm it y  w ith  the p lan . 
M ic h ig a n  hopes to e l im ina te  3,800 excess beds d u r in g  the 
first f ive  years o f  the law.

I n  a dd it io n  to co n t ro l l in g  the supp ly  o f  hosp ita ls and in ­
st itu t ions , cert if icate o f  need prov ides a m echan ism  for 
assuring that expens ive new  techno log ies , such as k idney 
d ia lysis or open heart surgery, are d is tr ibuted accord ing  to 
need. A n  examp le  o f  a h ig h  cost techno logy that has 
r e c e n t ly  b e e n  i n t r o d u u c e d  is c o m p u t e r i z e d  a x ia l  
t om og raphy , or C A T  scann ing . T h is  process represents a 
tremendous advance  in  m ed ica l d iagnost ic  capab i l i ty ; it is 
so s ign if ican t  that its inven to rs  were awarded the 1979 
N o b e l Pr ize for M ed ic in e .  W h i l e  v i r tu a l ly  every hosp ita l 
m ig h t  l ik e  its ow n  C A T  scanner, a nd  every pat ient m igh t  
l ike  to have  one  in  the the lo ca l hosp ita l , the m a ch in e  costs 
between one-half a nd  three-quarters o f  a m i l l i o n  do l lars . 
In  a dd it io n  a C A T  scan is not adm in is tered to most hospita l 
patients. T h e  h ig h  price o f  such a techno logy and  its 
re la t ive ly restricted use d ic ta te that i f  it is to operate in  a 
cost e ffect ive m anne r , the supp ly  shou ld  be l im ite d  and 
d is tr ibu ted on the basis o f  the p u b l ic  need for the service. 
A cco rd ing ly ,  a cert if icate o f  need prog ram  m ig h t  requ ire 
that the e qu ipm en t  pe r fo rm  at least 2,000 C A T  scans a n ­
n ua l ly  in  order to be app roved .

W is co ns in  has gone even further. As Representat ive 
C ze rw in sk i said, “ Cer t i f ic a te  o f  need is react ive o n ly  to 
new  deve lopm en t . In  W is co n s in ,  w c  though t it im po r tan t  
to look at ex ist ing services and  inst itu t ions ava i la b le  to ou r 
c it izens. So  a long  w ith  cert if icate o f  need, W is co ns in  has 
the ab i l i t y  to decert ify ex is t ing serv ices w h ic h  do  not meet 
m in im u m  usage cr iter ia in  such areas as heart catheter iza­
t io n , rad ia t ion  therapy, chcmo-dia lys is , renal transplants, 
h ig h  risk ma te rn a l a nd  neona ta l care , a nd  com pu te r  
tom og raphy .”  In  order to perm it the effect ive and  p lan ned  
reduc t ion  o f  serv ices w ith o u t  p la c in g  an ins t itu t ion  in ex ­
treme f in an c ia l ha rdsh ip , the W is co ns in  Rate  Rev iew  
C om m it t e e  "has the a b i l i t y  to negot ia te w ith  the hosp ita l 
to increase its d a i ly  rate to amort ize  the costs o f  de le t ing 
that serv ice. W h i l e  this m ay  raise short run costs, in d ie  
lo ng  run it shou ld  prove cost e ffec t ive .”

Obv ious ly , the health interests o f  state legislators extend 
beyond cost con ta inmen t . E ven  in  the re lative ly narrow 
field o f  health f inanc ing  o ther unmet needs arc read ily a p ­
parent: expanded access to care for rural residents; protec­
t ion against the catastroph ic costs o f  a m a jo r  illness; and 
fund ing  health services for the poo r not covered under ex­
isting programs are am ong  the other urgent concerns. 
R e so lu t io n  o f  these p rob lem s , howeve r , is in tr ica te ly  
related to cost c o n ta inm en t .  Few  p u b l ic  o ff ic ia ls  w i l l  
favorab ly  v iew efforts to further expand governm en t ’s 
f inanc ia l stake in  the hea lth care de l ivery system unt i l  they 
rest assured that the h igh rate o f  in f la t io n  in that system is 
under contro l .  A cco rd ing ly , it appears that cost con ta in ­
ment w i l l  retain its p lace at the top  o f  the n a t io n ’s health 
agenda.

littss Hereford is director o f  the Health Care Cost 
Containment project o f  the National Conference o f  
State Legislators.



C h a p t e r  88. Municipal T a x  R e source Equalization.

Section
10. S ta le  equa lization o f  tax ronuurces lui 

local government services 
If). Determ ination o f population 
20. Determ ination o f  m illage rate 

equivalent 
25. Reports

S ec tion
MO. Lim itation on computation and use o f 

payments 
M5. Tax equalization account 
•10. Adm inistration 
■15. Definitions

E ffe c t iv e  d a te  o f  c h ap te r . — Section 
17. ch. 155, SLA  1980, provides that SS 1 
— 12 o f the act take effect on the firs t day 
o f the fiscal y ea r for which S33 .400 .000 or 
more is appropriated and allowed hy the 
governor fo r d istribution to municipalities 
and other recipients under the provisions 
o m  1 — 12 o f  this u c l o r on J u ly  1. 1983. 
whichever is e a r lie r . A tota l o f 
$33,500.(100 was appropriated fo r the 
programs fo r the fiscal yea r beginning 
Ju ly  1, 1980. The appropriations were 
made in §§ 51 and 52 , ch. 120, SLA 1980, 
and § 6, ch. 165, SLA  1980.

E d ito r 's  n o te . —  Section 1. ch. 155, 
SLA  1980, effective on the same day as 
th is chapter, provides: " It  is the purpose o f 
sec. 2 o f th is act Ith is  chap le rl to (1 ) 
improve the revenue raising and 
distribution system fo r the benefit «r 
residents o f  home ru le  and genera l law 

municipalities hy providing for more 
equitable allocation o f financia l resources 
among municipalities to improve the ir 
fiicu l capacities; and (2 ) assure that an 
municipality suffers impoverishment o f 
necessary public services, re lative to o ilie r 
municipalities, because o f the chance 
location o f taxable wealth in the state."

Section 12, ch. 155, SLA  1980, effective 
on the same day us this chapter, provides: 
"(a ) Notw ithstanding other provisions o f 
secs. 1 —  11 o f this net, t i l  a municipality 
may r.nt receive less than 525 ,000 plus an 
area cosl-of-living d ifferentia l during the 
firs t fiscal yea r in which this act is 
effective; and (21 n municipality which 
would receive under AS 29.88, added hy 
sec. 2 o f this a d , less than 125 percent nl 
the nninunl which it received lo r the Insl 
fiscal year under AS 43 .18 .010 — 
•I3.18.1M5, repealed hy sec. I I  u f this act.

is, fo r each o f  the firs t five fiscal years 
during which secs. 1 —  10 o f th is act a re 
effective, entitled to receive an amount 
equal to 125 percent o f  the amount which 
it received fo r the las t fiscal yea r under the 
fo rm er provisions o f A S 43 .18 .010 —
43.18 .045 in accordance with those 
provisions, (b ) Fo r the firs t five fiscal years 
during which secs. 1 —  10 o f this act are 
effective, in order to puy the amounts 
required by (a ) o f th is section, the 
allocations made by the Departm ent o f 
Community and Regional A ffa irs  to the 
accounts established in AS 29 .88 .035 , AS
29 .89 .080 , and AS 29 .90 .020 sh a ll be
prorated by an amount which reduces the 
allocation to each account in equal 
proportion, and the prorated amounts 
sha ll be allocated to these nccounts. (c) For 
the first five fiscal yeaTs during which 
secs. 1 — 10 o f this act ure effective, 
payment c f an entitlement to n borough 
under AS 29 .88 may be made to a borough 
on ly i f  the borough assembly agrees to 
allocate to each borough service (iron in 
liie  borough a t lenst the amount o f money 
that the service area received during the 
lust fiscal year under the form er provisions 
o f AS 43 .18 .010 —  43 .18 .045 , in
accordance with those provisions."

Sec. 29.08.010. State equalization of tax resources for local 
government services, (a) During each fiscal year the department 
shall compute an equalization entitlement for local government 
services provided by a taxing unit.

(b) The equalization entitlement computed for a taxing unit is based - 
on the population, relative ability to generate revenue, and local tax 
burden of the taxing unit and is determined hy the application of the
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formula

Entitlement = P x R

where P = population, and
R  = millage rate equivalent, determined hy dividing the sum of the 

locally generated revenue of the taxing unit by one-tenth of one percent 
(0.1) of the full and true value of assessed property of the taxing unit 
determined under AS 29.88.020(d); however, the property value used 
under this subsection may not be less thnn 15 percent of the statewide 
average per capita full and true assessed property value.

(c) For purposes of this section, locally generated revenue

(1) includes
(A) the actual revenue derived from the levy and collection of local 

taxes in the taxing unit for local government services during the 
preceding fiscal year of the taxing unit;

(B) motor vehicle payments received by the municipality during the 

preceding fiscal year under A S  28.10.431;

(C) revenue from fees, rentals, leases, penalties, licenses or permits 
received during the preceding fiscal year by the municipality for a 
function or service over which it has control, including revenues 
derived from parks and recreation services, mass transit, ofTstreet 
parking, and garbage and solid waste disposal services;

(D) special assessments received during the preceding fiscal year; 

and
(E) payments received by a municipality from a utility which are in 

place of taxes levied and collected by the municipality;

(2) excludes

(A) revenue derived from the levy and collection of municipal taxes 
and appropriated for the operating expenses and debt service of 
utilities;

(B) revenue from interest earned on investments and from the sale 
and lease of land or equipment; and

(C) all other revenue from whatever service derived. (8 2 ch 155 
SLA 1980)

Sec. 29.88.015. Determination of population, (a) For purposes of 
this chapter, the population of a taxing unit shall be determined 
annually by the latest figures of the United States Bureau of the 
Census or other population data which, in the judgment of the 
department, is reliable.

(b) The population of the taxing unit includes the population of any 
military reservation which is a part of the taxing unit. (8 2 ch 155 SLA 
1980)

Sec. 29.88.020. Determination of millage rate equivalent, (a) 
The department may require a municipality to return a certification, 
signed by the municipal treasurer or manager and the mayor, which 
provides an estimate of the locally generated revenue received by the 
municipality during the preceding fiscal year.

(b) By October 15 of each year, the department, shall make an initial 
determination of the millage rate equivalent of each taxing unit to be 
used for computing and distributing equalization entitlements for the 
current fiscul year under this chapter. The department shall base the 
initial determination on the estimates in the certification returned by 
a municipality under (a) of this section.
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(c) A s  e a r l y  as poss ib le ,  b u t  no t  la t e r  t h a n  D e c em b e r  15 o f  e ach  y e a r ,  
t h e  d e p a r tm e n t  s h a l l  m a k e  a f i n a l  d e t e rm in a t io n  o f  th e  m i l l a g e  ra te  
e q u i v a l e n t  o f  e a ch  t a x i n g  u n i t  to use to c om p u te  a n d  d is t r ib u t e  
e q u a l i z a t io n  e n t i t l e m e n t s  u n d e r  t h is  chap ter . T h e  d e p a r tm e n t  s h a l l  
base t h e  d e t e rm in a t io n  o n  a u d i t s ,  f in a n c ia l  s ta t em en ts  a n d  o th e r  
f i n a n c i a l  repo rts  p r ep a red  a n d  s u bm it t e d  b y  a m u n i c i p a l i t y .  T h e  
d e p a r tm e n t  s h a l l  a d ju s t  t h e  lo c a l ly  g en e ra ted  r e v e n u e  repo rted  b y  a 
m u n i c i p a l i t y  to e x c lu d e  t h e  m u n i c i p a l  r e v e n u e  c la im e d  by  the  
m u n i c i p a l i t y  w h i c h  does n o t  q u a l i f y  for i n c lu s io n  i n  o r  r e c o g n i t io n  as 
lo c a l ly  g e n e ra t e d  r e v e n u e  for lo ca l g o v e r nm e n t  purposes u n d e r  A S  
29.88.010(c)(1). T h e  a d ju s tm e n t  s h a l l  be m ade  by  d e d u c t in g  f rom  to ta l 
r e v e n u e  c l a im e d  by  t h e  m u n i c i p a l i t y  th e  a m o u n t  o f  th e  d e p a r tm e n t ’s 
e s t im a t e  o f  r e v e n u e  w h i c h  is  no t  recogn ized  for lo ca l g o v e r nm e n t  
purposes .

(d) T h e  f u l l  a n d  t r u e  assessed p rop e r ty  v a lu e  s h a l l  be  d e t e rm in e d  by  
th e  d e p a r tm e n t  i n  t h e  m a n n e r  p ro v id e d  for the  c om p u ta t io n  o f  s ta te  a id  
to e d u c a t io n  u n d e r  A S  14.17.140. W h e n  th e  d e t e rm in a t io n  o f  lo c a l ly  
g e n e ra te d  r e v e n u e  i n c lu d e s  r e v e n u e  o f  a u t i l i t y  re ce iv ed  u n d e r  A S
29.88.010(c)(1)(E), t h e  f u l l  a n d  t r u e  assessed p rope r ty  v a lu e  s h a l l  
i n c l u d e  t h e  c om p u te d  assessed v a lu e  of the  u t i l i t y ,  d e t e rm in e d  by  
d i v i d i n g  t h e  a m o u n t  o f  t h e  p a y m e n t  in  p lace  o f  taxes_made  by t h e  
u t i l i t y  b y  t h e  m i l l a g e  rat j  w h i c h  w o u ld  app ly  to the  u t i l i t y  i f  t h e  u t i l i t y  
w e r e  su b je c t  to le v y  a n d  c o l le c t io n  o f  taxes u n d e r  A S  29.53.

(e) I n  a d d i t io n  to th e  c om p u ta t io n  for m u n i c i p a l i t i e s  w h ic h  le vy  and  
co l le c t  a p ro p e r ty  tu x , th e  d e p a r tm e n t  s h a l l  d e t e rm in e  a n  e s t im a te d  
f u l l  a n d  t r u e  assessed p rop e r ty  v a lu e  u nd e r  (d) o f  t h i s  sec t ion  for

(1) e a ch  m u n i c i p a l i t y  w h i c h  is a schoo l d is t r ic t  a n d  w h ic h  does no t 
l e v y  a n d  co l le c t  a p rop e r ty  tax;

(2) e ach  second c lass c i t y  w i t h  a p o p u la t io n  o f  750 or m o re  persons; 
h ow e v e r ,  a c o m p u t a t io n  is  n o t  r e q u ir e d  u nd e r  t h i s  p a r a g r a p h  more  
o ften  t h a n  once  d u r i n g  a p e r io d  o f th re e  success ive  c a le n d a r  years; a n d

(3) a l l  o th e r  second c lass c i t ie s ,  by  d e t e rm in in g  th e  a v e ra g e  per 
c a p i t a  f u l l  a n d  t r u e  assessed p rope r ty  v a lu e  o f  a l l  c i t ie s  h a v i n g  a 
p o p u la t i o n  o f  less t h a n  750 persons i n  w h ic h  a n  assessm en t h a s  been 
c om p le t e d  b y  a m u n i c i p a l i t y  o r for w h i c h  a d e t e rm in a t io n  is  n o t  m ade  
u n d e r  (1) o r (2) o f  t h is  s u bse c t io n .

(f) T h e  d e p a r tm e n t  s h a l l  a n n u a l l y  c om pu te  a s ta t ew id e  a v e ra g e  per 
c a p i t a  f u l l  a n d  t r u e  assessed p rope r ty  va lue . (§ 2 ch  155 S L A  1980)

S e c .  29.88.025. R e p o r t s .  A  p a ym e n t  o f  an  e q u a l i z a t io n  e n t i t l e m e n t  
m a y  n o t  be m a d e  to a  m u n i c i p a l i t y  u n d e r  t h is  c h a p te r  u n t i l  t h e  
m u n i c i p a l i t y  h a s  s u bm i t t e d  i ts  c e r t i f ic a te  o f e s t im a te d  r e v e n u e  a n d  its 
f i n a n c i a l  re po r t  to t h e  d e p a r tm e n t  for t h e  f isca l y e a r  p r e c e d in g  t h e  y e a r  
for w h i c h  t h e  e q u a l i z a t io n  e n t i t l e m e n t  is sough t , to g e th e r  w i t h  a 
b u d g e t  for th e  m u n i c i p a l i t y ’s c u r r e n t  f isca l year . T h e  f in a n c ia l  report 
s h a l l  i n c lu d e  a  l i s t i n g  o f  g e n e r a l  r e v e n u e  co l le c ted  from  taxes  le v ie d  
a n d  assessed b y  t h e  m u n i c i p a l i t y  a n d  a n y  o ther  r e v e n u e  w h i c h ,  i n  th e  
o p in i o n  o f  t h e  m u n i c i p a l  o f f ic ia ls ,  is e l ig ib ' e  for in c l u s io n  in  
c om p u t a t io n s  o f  t h e  lo c a l ly  g e n e ra te d  r e v e n u e  o f  th e  t a x in g  u n i t .  (§ 2 
c h  155 S L A  1980)

S e c .  29.88.030. L im i t a t i o n  o n  c o m p u t a t i o n  a n d  u s e  o f  
payments, (a) A n  e q u a l i z a t io n  e n t i t l e m e n t  g en e ra ted  by the  g e n e ra l  
t a x  l e v y  o f  a t a x in g  u n i t  m a y  be used o n ly  for a u th o r iz e d  e x p e n d i t u r e s  
o f  t h a t  t a x in g  u n i t ,  b u t  u p  to 15 percen t o f  th e  p a ym e n t  o f a n  
e q u a l i z a t i o n  e n t i t l e m e n t  g en e ra ted  by n r c aw id e  r e v e n u e  o f  a 
m u n i c i p a l i t y  m a y  be used  by  t h e  m u n i c i p a l i t y  for a r e aw id c  or 
n o n a r e a w id e  pu rposes  a t  th e  d is c re t io n  o f its a s s em b ly  or c o u n c i l .
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(b) A n  e q u a l i z a t io n  e n t i t l e m e n t  d e t e rm in e d  w i t h  re fe rence  to 
r e v e n u e  o th e r  t h a n  r e v e n u e  o b t a in e d  f rom  th e  le v y  a n d  c o l le c t io n  o f 
t a x e s  m a y  b e  used  for a r e a w id e  or n o n a r e aw id e  purposes , a t  the 
d is c r e t io n  o f  t h e  a s s em b ly  o r  c o u n c i l .  (§ 2 c h  155 S L A  1980)

S e c .  29.88.035. T a x  e q u n l i z a t i o n  a c c o u n t .  T h e  tax  e q u a l i z a t io n  
a c c o u n t  is e s ta b l is h e d .  M o n e y  to c a r r y  o u t  the  p ro v is io n s  o f  th is  c h a p te r  
s h a l l  be a l lo c a t e d  b y  t h e  d e p a r tm e n t  to th e  a ccoun t . T h e  am o u n t  
a l lo c a t e d  to t h e  a c c o u n t  s h a l l  be  f u l l y  d is t r ib u t e d  by  th e  d e p a r tm e n t  as 
p a ym e n t s  to m u n i c i p a l i t i e s  to f u l f i l l  e a ch  m u n i c i p a l i t y ’s sha re  
a u th o r i z e d  u n d e r  A S  29.88.010. T h e  a m o u n t  a l lo ca ted  to th e  a ccoun t  
s h a l l  be  d is t r ib u t e d  b y  th e  d e p a r tm e n t  pro r a ta  am o n g  e l i g ib l e  
m u n i c i p a l i t i e s .  (§ 2 ch  155 S L A  1980)

S e c .  29.88.040. A d m i n i s t r a t i o n ,  (a) T h e  d e p a r tm e n t  m a y  adop t 
r e g u la t io n s  necessa ry  to im p l e m e n t  t h is  chap te r .  T h e  r e g u la t io n s  s h a l l  
i n c l u d e ,  am o n g  o th e r  p ro v is io n s ,

(1) p rocedu re s  a n d  f i l i n g  da tes  for s u b m i t t i n g  c e r t i f ic a t io n  a nd  
f i n a n c i a l  reports;

(2) p ro cedu re s  for o b t a i n i n g  in f o rm a t io n  r e q u ir e d  to c om p u te  a n d  
d e t e rm in e  th e  m u n i c i p a l i t y ’s m i l l a g e  ra te  e q u iv a le n t ;  a n d

(3) p ro cedu re s  by w h i c h  t h e  d e p a r tm e n t  s h a l l  n o t i f y  a m u n i c i p a l i t y  
i n  w r i t i n g  o f  th e  reasons  for a proposed d is a l l o w a n c e  o r  a d ju s tm e n t  o f  
a n y  fac to r b e a r in g  u p o n  t h e  d e t e rm in a t io n  o f  t h e  m u n i c i p a l i t y ’s 
e n t i t l e m e n t  a n d  by  w h i c h  th e  m u n i c i p a l i t y  w i l l  be p ro v id e d  re a so nab le  
t im e  i n  w h i c h  to re spond  o r to c h a l l e n g e  t h e  d ep a r tm en t ' s  
d e t e rm in a t io n .

(b) T h e  d e p a r tm e n t  s h a l l  m a k e  rea sonab le  elTorts to a d v is e  a n d  
ass is t  m u n i c i p a l i t i e s  i n  c o l l e c t i n g  in f o rm a t io n  a n d  c o m p le t in g  reports 
ne ce ssa ry  for t h e  d e t e rm in a t i o n  o f  e n t i t l e m e n t s  u n d e r  t h is  chap te r .

(c) T h e  d e p a r tm e n t  s h a l l ,  by r e g u la t io n ,  c la s s i fy  for in c lu s io n  or 
e x c lu s io n  as a  c om p o n e n t  o f  a m u n i c ip a l i t y ' s  m i l l a g e  ra te  e q u i v a l e n t  
u n d e r  A S  29.88.010 a n y  t n x  r e v e n u e  a p p ro p r ia te d  for a u t i l i t y  no t 
i n c lu d e d  in  th e  d e f i n i t i o n  set o u t  i n  A S  29.88.045(4). (!) 2 c h  155 S L A  
1980)

S e c .  29.88.045. D e f i n i t i o n s .  I n  t h is  c h a p te r
(1) " d e p a r tm e n t ” m e a n s  th e  D e p a r tm e n t  o f  C o m m u n i t y  and  

R e g io n a l  A ffa irs ;
(2) " m u n ic ip a l i t y "  m e a n s  a c i t y ,  b o ro ug h  or u n i f i e d  m u n i c i p a l i t y  

in c o rp o ra ted  u n d e r  t h e  la w s  o f  t h e  state;
(3) " t a x in g  u n i t "  m e a n s  a m u n i c i p a l i t y  a nd
(A) i n  a b o ro ug h  o r u n i f i e d  m u n i c i p a l i t y ,  a s e rv ic e  a rea  or th e  e n t i r e  

a rea  o u ts id e  c it ies ;
(B) in  a c i t y ,  a d i f f e r e n t ia l  tax  zone;
(4) " u t i l i t ie s "  m e a n s  e le c t r i c i t y ,  w a te r ,  s ew er , gas , h ea t , or te le p h o n e  

s e rv ices , a n d  re fuse  a n d  g a r b a g e  c o l le c t io n  serv ices . (§ 2 ch 155 S LA  
1980)

195



C h a p t e r  89. State Aid for Miscellaneous

Municipal Purposes.

Section
10. Revenue sharing payable
'JO. S tate aid to municipalities fo r roads
MO. State aid to municipalities nnd other 

eligib le recipients fo r health 
facilities and hospitals

40 . State aid to volunteer fire  
deportments in the unorganized 
borough

50 . State aid to N ative v illage 
governments

Sec tion
lit). Population determ ination 
70. Aren cost of-living d ilfe ien tio l 
HO. Miscellaneous services account 
91). Regulations 

100. Definitions

E ffe c t iv e  date  o f  c h ap te r . — Section 
17, ch. 155, SLA 1980 provides that §S 1 — 
12 o f the act tuke effect on the first day o f 
the fiscnl ycur fo r which §33 ,400 ,000 nr 
more is appropriated uiul allowed hy the 
governor for d istribution lo  municipalities 
and other recipients under the provitamin 
o f §<» I —  12 o f tins net o r on Ju ly  I , 11)83, 
whichever is ea r lie r . A tota l o f 
$33 ,500 ,000 was appropriated for the 
programs for the fiscal yea r beginning 
•lu ly  1, 1980. The appropriations were 
made in 88 51 nnd 52, ch. 120, SLA  1980, 
nnd 5 6 , ch. 165, SLA  1980.

E d ito r 's  note , —  Section 12, ch. 155, 
SLA  1980, elTective on the same day as 
this chapter, provides: "(a )
Notw ithstanding other provisions o f secs. 
1 — 11 o f this act, (1 ) a municipality may 
not receive less than $25 ,000 plus an area 
cost-of-living d iffe ren tia l during the li at 
fiscal year in which this act is effective; 
nnd (2 ) n municipa lity which would receive 
under AS 29.88, added hy sec. 2 o f this act, 
less thnn 125 percent o f the amount which 
it received for the lost fiscal year under AS
43.18 .010 —  43 .18 .040 , repealed by sec. 11 
o f this act, is, fo r each o f the first five fiscal 
yeura during which secs. 1 — 10 o f this net

a re effective, entitled to receive an amount 
equal to 125 percent o f the umount which 
it received for the last fiscal yea r under the 
form er provisions o f AS 43 .18 .010 — 
43 IH 045 in ncenrditnre with those 
provisions. Ib l For the firs l five fiscal years 
during which secs. 1 - 10 o f this act ure
effective, in order to pay the amounts 
required hy (u) o f this section, the 
allocations mode hy the Department o f 
Community and Regional A ffa irs lo  the 
accounts established in AS 29 88.035, AS 
29.89 .980 , und AS 29 .90 .020 sha ll be 
prorated hy an amount which reduces the 
allocation to each ucroon l in equal 
proportion, and the prorated amounts 
shnll be allocated to these accounts, (c l For 
the first five fiscnl yeors during which 
sees. 1 —  10 o f this act arc effective, 
payment o f an entitlem ent to a borough 
under AS 29 ,88 may lie made o a borough 
on ly i f  the borough assembly agrees lo 
allocate to each borough service area in 
the borough at least the amount o f money 
that the Kcrviro area received during the 
last fiscal year under the form er provisions 
o f AS 43 ,18 .010 -  43 .18 .045 , in
accordance with those provisions."

S e c .  29.89.010. R e v e n u e  s h a r i n g  p a y a b l e .  I n  a d d i t io n  to the 
e q u a l i z a t io n  e n t i t l e m e n t s  p a id  u n d e r  A S  29.88, d u r i n g  e ach  f is ca l y ea r  
th e  d e p a r tm e n t  s h a l l  pay  a id

(1) to n m u n i c i p a l i t y  o r o th e r  e l i g i b l e  r e c ip ie n t  w h i c h  has ( l ie  power 
to p ro v id e  t h e  se rv ic es  d e s c r ib e d  in  AS  29.89.020. - 29.89.0-10 and  
exerc is es  th e  p ow e r  in  th e  m a n n e r  r e q u ir e d  bv t h is  chap te r ;

(2) to a  N a t i v e  v i l l a g e  g o v e r nm e n t  u n d e r  A S  29.89.050. (!) 3 ch  155 
S L A  1980)

S e c .  29.89.020. S t a t e  a i d  to  m u n i c i p a l i t i e s  f o r  r o a d s ,  (a) T h e  
d e p a r tm e n t  s h a l l  pay to a m u n i c i p a l i t y  w h i c h  h a s  pow er  to p ro v id e  for 
road  m a in t e n a n c e  a nd  exerc is es  t h a t  pow er , $2,500 a m i l e  for e a ch  m i l e  
o f  road , s tree t  o r h ig h w a y  m a in t a i n e d  by t h e  lo ca l g o v e r nm e n t ,  
e x c l u d in g  (1) t h e  o f f ic ia l  s ta te  h ig h w a y  sys tem , (2) rouds, s tree ts or 
h ig h w a y s  no t  d e d ic a te d  to p u b l i c  use, (3) roads, streets or h ig h w a y s  
m a in t a i n e d  u n d e r  th e  lo ca l s e r v ic e  road p rog ram  (AS 19.30.111 —
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19.30.251), a n d  (4) a l le y w a y s ,  i n  a ccordance  w i t h  r e g u la t io n s  adop ted  
b y  th e  D e p a r tm e n t  o f  T r a n s p o r t a t io n  a n d  P u b l i c  F a c i l i t i e s .  A  p a ym e n t  
m a y  n o t  be m a d e  u n d e r  t h is  sub se c t io n  for m a in t e n a n c e  o f  a road w h ic h  
is n o t  used b y  a u t o m o t i v e  e q u ip m e n t .

(b) A  frozen w a t e rw a y  a n d  a c o n n e c t io n  f rom  a n  in h a b i t e d  a rea  to a 
w a t e rw a y  w h i c h  m a y  be  sa fe ly  used for p u b l i c  t r a n s po r ta t io n  by 
a u t om o t iv e  e q u ip m e n t  a n d  is so used d u r i n g  a p o r t io n  o f  a y e a r  is 
e l i g i b l e  for a p a y m e n t  o f  $1,500 p e r  m i l e  i f  the  w a t e rw a y  a nd  
c o n n e c t io n  a re  m a i n t a i n e d  d u r i n g  the  per iod  o f  use by a m u n i c i p a l i t y  
o r  c o m b in a t i o n  o f  m u n i c i p a l i t i e s .  T h e  d e p a r tm en t ,  a f te r  c o n s u l t a t io n  
w i t h  t h e  D e p a r tm e n t  o f  T r a n s p o r t a t io n  a n d  P u b l i c  F a c i l i t i e s ,  s h a l l  
d e t e rm in e  w h i c h  w a t e rw a y s  a n d  c o n n e c t io n s  q u a l i f y  a nd , w h e r e  t h e  
w a t e rw a y s  o r c o n n e c t io n s  l i e  o u ts id e  the  corpora te  l im i t s  o f a 
m u n i c i p a l i t y ,  w h i c h  m u n i c i p a l i t i e s  s h a l l  re ce iv e  the  p a ym en ts  u n d e r  
t h is  s u b se c t io n ,  u n le s s  th e  m u n i c i p a l i t i e s  in v o lv e d  h a v e  ag reed  i n  
w r i t i n g  to a p a r t i c u l a r  d is t r ib u t io n .  (§ 3 .ch 155 S L A  1980)

S e c .  29.89.030. S t a t e  a i d  to  m u n i c i p a l i t i e s  a n d  o t h e r  e l i g i b l e  
r e c i p i e n t s  f o r  h e a l t h  f a c i l i t i e s  a n d  h o s p i t a l s ,  (a) T h e  d e p a r tm e n t  
s h a l l  pay

(1) to a municipality which has the power to 
provide hospital facilities and services and which 
exercises that power, $1,000 per bed for each•bed 
actually used for patient care, limited to the number 
of beds provided for in the construction design of 
the hospital, or $250,000 a hospital for those 
hospitals with 10 or more beds, or $50,000 a hospital 
for those hospitals with less than 10 beds, as the 
municipality may elect; money received under this 
paragraph may be used only for hospitals and shall be 
apportioned among qualifying hospitals as the 

municipality determines;

(2) on t h e  bas is  set o u t  i n  (1) o f  t h is  subsec t io n  to a m u n i c i p a l i t y  for 
a n o n p ro f i t  h o s p i t a l  not o pe ra ted  by  a m u n i c i p a l i t y  i f  the  m u n i c i p a l i t y  
f irs t c e r t i f ie s  to t h e  d e p a r tm e n t  t h a t  th e  n o np ro f i t  h o s p i t a l  is in  
c om p l ia n c e  w i t h  a l l  s ta nd a rd s  for h o sp i t a ls  w h i c h  h a v e  been  adopted 
by t l ie  m u n i c i p a l i t y ;  m o n e y  m a y  n o t  be p a id  o n  b e h a l f  o f  a n o n p ro f i t  
h o sp it a l  w i t h o u t  t h is  c e r t i f i c a t io n ;  p a ym en ts  to t h e  m u n i c i p a l i t y  s h a l l  
be t ra n s fe r red  to t h e  n o n p r o f i t  h o s p i t a l  i n  a ccordance  w i t h  the  bas is  by 
w h i c h  the  p a y m e n t  w as  g en e ra ted  by th e  h o sp i t a l ,  a nd  s h a l l  be a p p l ie d  
to th e  a n n u a l  cost o f  o p e ra t io n  a nd  m a in t e n a n c e  o f the  h o sp i t a l  or for 
th e  p ro v is io n  o f  h e a l t h  c a re  s e rv ic e  a t  t h e  ho sp it a l as th e  d ire c to rs  o f  
th e  h o sp i t a l  d e t e rm in e ;

(3) to a municipality in which a health facility Is 
operated, $2,000 per bed for each bed actually used 
for patient care, limited to the number of bods 
provided Tor In the construction design of the health 
facility, or $8,000 per health facility as the 

municI pa 11ty dotermlnos.

(b) A  ho sp ita l  m a y  no t  r e ce iv e  p a ym e n t  u n d e r  both (a ll 1) a n d  (a)(2) 
o f t h is  sec t ion .



§ 29.89.040 M u n ic ip a l  G o vkkn m kn t 5 29.89.060

(c) Money received by a municipality under (a)(3) of this section 
shall be used for expenses of health services or operation and 
maintenance of health facilities as the municipality determines.
(d) Before money may be distributed under this 'Section, the 

commissioner of health and social services shall certify to the 
commissioner of community and regional all airs that any 
accumulation of assets by nonprofit corporations or other recipients 
under this section is dedicated irrevocably to a public purpose. (§ 3 ch 
155 S L A  1980; am §§ 1, 2 ch 103 SLA 1981)

C ro s s  re fe re n c e . —  As to s to le  aid fo r iicKionol A ffa irs oral commissioner o f 
hosp ita l construction, see AS 29 .90 . health  u..u social services, see § M , ch.

E d ito r 's  n o te . —  As to reports by 155, SLA  1980, effective .July 1, 1980, in 
D epartm ent o f H ea lth  and Social Services the 1980 Temporary and Special Acts and 
and Departm ent o f  Community and Resolves. ‘

Sec. 29.89.040. State aid to volunteer fire departments in the 
unorganized borough, (a) The department shall pay to a volunteer 
fire department registered with the state fire marshal and serving an 
area not in an organized borough or city a sum for protection purposes 
equal to $10 per capita for the population served by the department, as 
determined by the state fire marshal.

(b) A  grant shall be made under (a) of this section to facilitate the 
organization of a volunteer fire department in an area not in an 
organized borough or city, upon application of the proposed fire 
protection group to the state fire marshal and upon approval of 
applications according to standards of organization and service 
prescribed by regulations adopted by the state fire marshal. (§ 3 ch 155 
S L A  1980)

Sec. 29.89.050. State aid to Native village governments. The 
state shall pay $25,000 to a Native village government for a village 
which is not incorporated as a city under this title. In this section, 
"Native villuge government" means

(1) a local governing body organized by authority of the Act of 
Congress of June 18, 1934 (25 U.S.C. § 47G); or

(2) a traditional village council or, if there is no traditional village 
council, the paramount chief or other governing body of a Native 
village which meets the requirements of the Alaska Native Claims 
Settlement Act (43 U.S.C. §§ 1(501 — 1628). (8 3 ch 155 SLA 1980)

Sec. 29.89.060. Population determination. For purposes of this 
chapter, population shall be determined by the latest figures of the 
United States Bureau of the Census or other reliable population data, 
including but not limited to public school enrollment figures, public 
utility connection, registered voters or certified employment payrolls. 
(§ 3 ch 155 S L A  1980)
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S e c .  29.89.070. A r e a  c o s t- o f- l iv in g  d i f f e r e n t i a l ,  (a) P a ym en ts  to a 
m u n i c i p a l i t y  o r o th e r  e l i g i b l e  r e c ip i e n t  u n d e r  A S  29.89.020 — 
29.89.030 s h a l l  r e f le c t  a rea  cost-of-l iv ing d i f f e r e n t ia ls .  P a ym en ts  s h a l l  
b e  based u p o n  t h e  s um  o f  p e r  c a p i t a ,  p e r  m i l e  a n d  per  bed or f a c i l i t y  
g ra n t s  d u e  e ach  m u n i c i p a l i t y  o r  o th e r  r e c ip ie n t  m u l t i p l i e d  by  the  
a p p ro p r ia t e  a rea  cost-of-l iv ing d i f f e r e n t ia l .  T h e  a rea  cost-of-liv ing 
d i f f e r e n t ia l  for e a ch  r e c ip i e n t  s h a l l  be  d e t e rm in e d  a n n u a l l y  b y  e le c t io n  
d is t r i c t  u n d e r  t h e  p r o v is io n s  o f  A S  39.27.030. A p p l i c a t io n  o f  t h e  a rea  
cost-of-l iv ing d i f f e r e n t ia l  m a y  n o t  r e s u l t  i n  d is t r ib u t io n  o f  a n  am o u n t  
less t h a n  t h e  a m o u n t  o f  t h e  p a y m e n t  d e t e rm in e d  w i t h o u t  a p p l i c a t io n  
o f  t h i s  se c t ion .

(b) T h e  e le c t io n  d is t r ic t s  used  to e s t a b l i s h  a rea  cost-of-liv ing 
d i f f e r e n t ia ls  u n d e r  (a) o f  t h is  s ec t io n  a re  those d es ig na ted  by the  
p r o c la m a t io n  o f  r e a p p o r t io n m e n t  a n d  r e d is t r i c t in g  o f  D e c em be r  7, 
19b l, a n d  r e t a in e d  for t h e  h o u se  o f  r e p r e s e n ta t iv e s  by p r o c lam a t io n  o f  
t h e  g o v e r n o r  S e p tem b e r  3, 1965. (§ 3 ch  155 S L A  1980)

S e c .  29.89.080. M i s c e l l a n e o u s  s e r v i c e s  a c c o u n t .  T h e  
m is c e l l a n e o u s  s e rv ic es  a c c o u n t  is  e s ta b l is h e d .  Mone .v to ca r ry  ou t  th e  
p ro v is io n s  o f  t h is  c h a p t e r  s h a l l  he  a l lo c a te d  by  th e  depa r tm en t , to th e  
a c c o u n t  i n  a cco rdan ce  w i t h  A S  29.95.010. I f  a m o u n ts  i n  th e  a c coun t  a re  
in s u f f i c i e n t  to p a y  e a c h  m u n i c i p a l i t y ’s o r  o th e r  r e c ip i e n t ’s sha re  
a u th o r i z e d  u n d e r  t h i s  c h a p te r ,  t h e  a m o u n t s  w h i c h  a re  a v a i l a b l e  s h a l l  
be  d is t r ib u t e d  p ro  r a ta  a m o n g  e l i g i b l e  m u n i c i p a l i t i e s  a n d  o th e r  
r e c ip ie n t s .  (§ 3 c h  155 S L A  1980)

S e c .  29.89.090. R e g u l a t i o n s .  T h e  d e p a r tm e n t  s h a l l  adop t 
r e g u la t io n s  necessa ry  to c a r r y  o u t  th e  pu rposes  o f  t h is  chap te r .  T h e  
r e g u la t io n s  s h a l l  i n c l u d e  m i n im u m  s ta n d a rd s  r e q u ir e d  to q u a l i f y  a 
m u n i c i p a l i t y  o r o th e r  r e c ip i e n t  for p a ym e n t s  for e a ch  serv ice . T h e  
d e p a r tm e n t  m a y  r e q u i r e  a m u n i c i p a l i t y  or e t h e r  r e c ip ie n t  to s u b m i t  a 
p e r fo rm a n c e  repo r t  a d e q u a te  to d em o n s t r a t e  to t h “ d t  a r tm e n t  t h a t  a 
se rv ic e  for w h i c h  p a y m e n t  is  reques ted  und ' t h is  c hap te r  was  
p e r fo rm ed  b y  th e  m u n i c i p a l i t y  o r  o th e r  r e c ip i e n t  and  m ee ts  m i n im u m  
s ta nd a rd s  o f  s e rv ic e  p re s c r ib e d  by  r e g u la t io n .  (!) 3 c h  155 S L A  1980/

S e c .  29.89.100. D e f i n i t i o n s .  I n  t h is  c h ap te r
(1) " d ep a r tm en t"  m e a n s  t h e  D e p a r tm e n t  o f  C o m m u n i t y  a nd  

R e g io n a l  A ffa irs ;
(2) " h e a l t h  f a c i l i t y "
(A) m e a n s  a f a c i l i t y  w h i c h  is  l ic e n sed , w h e n  re q u ir e d ,  by th e  s ta te  

u n d e r  A S  18.20.010 —  18.20.130 and  w h ic h  is  ow ned  or opera ted  or 
b o th  by  a m u n i c i p a l i t y  o r  hy  a n o n p ro f i t  co rp o ra t io n  o r o th e r  n o np ro f i t  
sponsor;

(B) in c lu d e s  a p u b l i c  h e a l t h  c en te r ,  m a t e r n i t y  hom e , c o m m u n i t y  
m e n t n l  h e a l t h  c e n te r ,  f a c i l i t y  for th e  m e n t a l l y  or p h y s i c a l ly  
h a n d ic a p p e d ,  n u r s i n g  h om e  o r c o n v a le s c e n t  cen ter;

(C) e x c lu d e s  a f a c i l i t y  ope ra ted  or w h o l l y  s uppo r te d  b y  th e  s ta te  or 
th e  fede ra l g o v e r nm e n t ;

(3) " h o s p i t a l” m e a n s  a l i c e n s e d  h o sp i t a l  d e t e rm in e d  by th e  
D e p a r tm e n t  o f  H e a l t h  a n d  S o c ia l  S e rv ic e s  to be a g e n e r a l  ho sp ita l ;  the  
t e rm  e x c lu d e s  a f a c i l i t y  o pe ra te d  or w h o l l y  s uppo r ted  by  th e  s ta te  or the  
fede ra l g o v e r nm e n t .  (!) 3 c h  155 S L A  1980)
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Sec tion
10. State aid fo r hospita l construction 
20 . Hospita l construction assistance 

account 
30 . Defin itions

C h a p t e r  90. State Aid for Hospital Construction.

C ro s s  re fe re n c e . —  A; lo  state aid to 
municipalities and other elig ib le 
recipients fo r heu llh  facilities nnd 
hospita ls, Bee AS 29.89.030.

E ffe c t iv e  d a te  o f  c h a p te r . —  Section 
17, ch. 155, SLA  1980. provides that 1 
—  12 o f the act take effect on the first day 
o f the fiscal yea r fo r which $33 ,‘100,000 or 
more is appropriated and allowed by the 
governor fo r d istribution to municipa lities 
and other recipients under the provisions 
o f  §§ 1 — 12 o f th is act o r on J u ly  1 ,1 9 8 3 , 
whichever is ea r lie r . A tota l o f 
$33 ,500 ,000 was appropriated for the 
programs fo r the fiscal yea r beginning 
J u ly  1, 1980. The appropriations were 
made in §§ 51 and 52, ch. 120, SLA  1980, 
and § 6. ch. 165, SLA 1980.

E d i t o r ’s n o te . —  :5ection 12, ch. 155,
SLA  1980, effective on the same day as 
th is chapter, provides: " (a )
Notw ithstanding other provisions o f secs.
1 —  1) " ’.h is act, ( l :  a municipality may 
not r r  e less thnn $25,000 plus an area 
cost-of-iiving d iffe ren tia l during the first 
fiscal year in which this act is effective; 
and (2 ) n m unicipa lity which would receive 
under AS 29 .88 , added by sec. 2 o f this net, 
less than 125 percent o f the amount which 
it received for the Ins; fiscnl yeu r under AS
43 .18 .010 —  43.18.04 5, repenled by sec. 11 
o f th is act, is. fo r each o f the first five fiscnl 
yea rs during which sees. 1 — 10 o f th is act 
a re effective, entitled to receive an amount

Sec. 29.90.010. State aid for hospital and health 
facility construction. If construction of a 
hospital began after January 1, 1968, or if 
construction of a health facility began after January 
1, and before July 1, 1980, and state matching aid 
for construction approved for payment to the 
municipality or other hospital or health facility 
sponsor constitutes less than 25 percent of the total 
project cost, the department shall pay to the 
municipality or other hospital or health facility 
sponsor each fiscal year $2,500 a bed for the maximum 
number of beds provided for in the construction 
design of the hospital or health facility or five 
percent of tin? total project cost, whichever is 
greater. State aid provided for In this section 
shall continue until the in un I c I pa I 11 v or other 
hospital or health facility sponsor has received an 
amount which, combined wit1, state matching money for 
construction of the hospital or health facility, 
equals 25 percent of the total project cost. Money 
received for construction may not be used for any 

other purpose. (§ 4 ch 155 SLA 1980; am § 3 ch 103 
SLA 1981)

equal lo  125 percent o f the amount which 
it received for the lust liscul yea r under the 
form er provisions o f AS 43.18 .010 — 
43.18 .045 in accordance with those 
provisions, (b) For the firs t five fiscal years 
during which secs. 1 —  10 o f this act are 
effective, in order to pay the amounts 
required by (a ) o f this r ction, the 
allocations made by the Depaitm ent o f 
Community and Regional A ffa irs !o the 
accounts established in AS 29.88 .035 , AS 
29.89 .080 , and AS 29 .90 .020 sha ll be 
prorated by an amount which reduces the 
a llocation to each account in equal 
proportion, and the prorated amounts 
sha ll be allocated to these accounts, (c) For 
the first five fiscal years during which 
secs. 1 — 10 o f this act are effective, 
payment o f an entitlement lo  a borough 
under AS 29 .88 may be made to h borough 
on ly i f  the borough assembly agrees to 
a llocate to each borough service area in 
the borough at least the amount o f money 
that the service area received during the 
last fiscal year under the form er provisions 
o f AS 43.18 .010 —  43 .18 .045 , in 

. accordance with those provisions."
As to reports hy Department o f Health 

and Social Services i.nd Department o f 
Community and Regional AITnirs and 
commissioner o f health and social services, 
see !» 14, ch 155, SLA  19H0, in the 19H0 
Temporary and Special Acts and Resolves.
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S e c .  2 9 . 9 0 . 0 2 0 .  H o s p i t a l  a n d  h e a l t h  f a c i l i t y  
c o n s t r u c t i o n  a s s i s t a n c e  a c c o u n t .  T h e  h o s p i t a l  a n d  
h e a l t h  f a c i l i t y  c o n s t r u c t i o n  a s s i s t a n c e  a c c o u n t  i s  
e s t a b l i s h e d .  M o n e y  t o  c a r r y  o u t  t h e  p r o v i s i o n s  o f  
t h i s  c h a p t e r  s h a l l  b e  a l l o c a t e d  b y  t h e  d e p a r t m e n t  t o  
t h e  a c c o u n t  i n  a c c o r d a n c e  w i t h  AS  2 9 . 9 5 . 0 1 0 .  I f  
a m o u n t s  i n  t h e  a c c o u n t  a r e  i n s u f f i c i e n t  t o  p a y  e a c h  
r e c i p i e n t ' s  s h a r e  a u t h o r i z e d  u n d e r  t h i s  c h a p t e r ,  t h e  
a m o u n t s  w h i c h  a r e  a v a i l a b l e  s h a l l  b e  d i s t r i b u t e d  p r o  
r a t a  a m o n g  e l i g i b l e  r e c i p i e n t s .  ( §  A c h  1 5 5  S L A  
1 9 8 0 ;  a m  § A c h  1 0 3  S L A  1 9 8 1 )

Sec. 29.90.030. Definitions. In this chapter

(1) "department’’ menns the Department of Community and 
Regional Affairs;

(2) "hospital" means a licensed hospital determined by the 
Department of Health and Social Services to be a general hospital; the 
term excludes a facility operated or wholly supported by the state or the 
federal government;

(3) "total project cost" means

(A) costs directly related to the project; and

(B) the total of all costs of financing and carrying out the project, 
including but not limited to,

(i) the costs of all necessary studies, surveys, plans and 
specifications, architectural, engineering or other special services, 
acquisition of real property, site preparation and development, 
purchase, construction, reconstruction and improvement of real 
property, and the acquisition of machinery and equipment as may be 
necessary in connection with the project;

(ii) an allocable portion of the administrative and operating 
expenses of the municipality or other hospital sponsor;

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

(iv) the cost of other items, including any indemnity and surety 
bonds nnd premiums on insurance, legal fees, fees and expenses of 
trustees, depositaries, financial advisors, and paying agents for the 
bonds issued as the issuer considers necessary.

( A )  " h e a l t h  f a c i l i t y "
( A )  m e a n s  a  f a c i l i t y  t h a t  i s  l i c e n s e d ,  w h e n  

r e q u i r e d ,  b y  t h e  s t a t e  u n d e r  AS  1 8 . 2 0 . 0 1 0  -  1 8 . 2 0 . 1 3 0  
a n d  t h a t  i s  o w n e d  o r  o p e r a t e d  o r  b o t h  b y  a  
m u n i c i p a l i t y  o r  b y  a  n o n p r o f i t  c o r p o r a t i o n  o r  o t h e r  
n o n p r o f i t  s p o n s o r ;

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

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

( §  -1 c h  1 5 5  S L A  1 9 8 0  ;  a m  § 5  c h  1 0 3  S L A  1 9 8 1 )
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§ 29.95.010 M u n ic ip a l  G o v k k n m k n t § 29.95.010

Chapter 95. Administration of Municipal 
Financial Assistance Programs.

Sec tion
10. A llocation and distribution
20. Qualification fo r m inimum  payment
30 . P ro ra lion  o f payments

E ffe c t iv e  d a te  o f  ch ap te r . —  Section 
17, ch. 155, SLA  1980, provides th a t §§ 1 
— 12 o f the act take effect on the firs t day 
o f the fiscal yea r fo r which $33 ,400 ,000 or 
more iH appropriated nnd ullnwcd by the 
governor for d istribution to municipalities 
and other recipients under the provisions 
o f H 1 —  12 o f th is net o r on Ju ly  1, 1983, 
whichever is ea r lie r . A to ta l o f 
$33 ,500 ,000 was approprinted fo r the 
programs fo r the fiscal year beginning 
J u ly  1, 1980. The appropriations were 
made in §5 51 and 52, ch. 120, SLA  1980, 
and § 6, ch. 165, SLA  1980.

E d ito r 's  note . — Section 12, ch. 155, 
SLA  1980, effective on the same day as 
th is chapter, provides: "(a)
Notw ithstanding other provisions o f secs. 
1 —  11 o f this act, (1 ) a m unicipa lity mny 
not receive less than $25 ,000 p lus nn area 
cost-of-living d iffe ren tia l during the first 
fisca l year in which th is act iB effective; 
and (2 ) a municipality which would receive 
under AS 29 .88 , added by sec. 2 o f this act, 
less thun 125 percent o f the amount which 
it received for the Inst fiscnl yenr under AS
43 .18 .010 — 43 .18 .045 , repealed by sec. 11 
o f  th is act, is, fo r eucli o f the firet five fiscal 
yea rs during which secu. 1 —  10 o f this net

are effective, entitled to receive nn amount 
equal In 125 percent o f the amount which 
it received fur the Inst fiscnl yeur under the 
form er provisions o f AS 43 .18 .010 —
43.18 .045 in accordance with those 
provisions, (h) For the firs t five fiscal years 
during which secs. 1 — 10 o f this uct are 
effective, in o rder to pay the nmounLs 
required by (a ) o f this section, the 
a llocations made by the Department o f 
Community nnd Regional A ffu irs to the 
accounts established in AS 29 .88 .035 , AS
29 .89 .080 , and AS 29 .90 .020 sha ll be 
prorated by an iimount which reduces the 
a llocation to each nccount in equal 
proportion, nnd the prorated amounts 
Bhull be nllocuted to these nccounta. (c) For 
the firs t five fiscal yenrs during which 
secs. 1 —  10 o f this net are effective, 
pnyincnl o f an entitlem ent lo  a borough 
under AS 29.88 nuiy he made to a borougn 
on ly i f  the borough assembly agrees lo  
ullocutc to each borough service aren in 
the borough at least the umoun l o f money 
thnt the service area received during the 
Inst fiscal year under the form er provisions 
o f AS 43.18 .010 — 43 18.045, in
accordance with those provisions."

S e c .  29.95.010. A l l o c a t i o n  a n d  d i s t r i b u t i o n ,  (n) E a c h  year , t h e  
D e p a r tm e n t  o f  C o m m u n i t y  a n d  R e g io n a l  A f fa ir s  .shall a l lo c a t e  m oney  
a p p ro p r ia t e d  to  t h e  a ccoun ts  e s ta b l is h e d  i n  A S  29.88, A S  29.89, a n d  A S  
29.90 in  t h e  am o u n t s  d e t e rm in e d  hy  th e  le g is la tu re .

(b) M o n e y  i n  th e  m is c e l la n e o u s  s e rv ic e s  a c c o u n t  e s ta b l is h e d  in  A S  
29.89.080 w h i c h  exceeds the  a m o u n t  r e q u ir e d  to f u l l y  fu n d  
d i s t r i b u t i o n  a u th o r i z e d  by  A S  29.89 s h a l l  be  re a l lo c a te d  to t h e  tax 
e q u a l i z a t io n  a c c o u n t  e s ta b l is h e d  i n  A S  29.88.035 a n d  d is t r ib u t e d  
a c c o rd in g  to t h e  p ro v is io n s  o f  A S  29.88.

(c) M o n e y  i n  th e  h o s p i t a l  c o n s t ru c t io n  a ss is tan ce  n c co u n t  
e s ta b l i s h e d  i n  A S  29.90.020 w h i c h  exceeds th e  a m o u n t  r e q u ir e d  to f u l ly

C
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f u n d  d is t r ib u t io n s  a u th o r i z e d  b y  A S  29.90 s h a l l  be  re a l lo c a te d  to the  
ta x  e q u a l i z a t i o n  a c c o u n t  e s ta b l is h e d  i n  A S  29.88.035 a nd  d is t r ib u t e d  
a c c o r d in g  to t h e  p r o v is io n s  o f  A S  29.88. (§ 5 ch  155 S L A  1980)

S e c .  29.95.020. Q u a l i f i c a t i o n  f o r  m i n i m u m  p a y m e n t ,  (a) A  
m u n i c i p a l i t y  q u a l  f y i n g  for a n  e n t i t l e m e n t  u n d e r  A S  29.88 or A S  29.89 
s h a l l  r e c e iv e  a  m i n im u m  p a y m e n t  o f  $25,000 p lu s  a n  arer i cost-of-liv ing 
d i f f e r e n t ia l  fo r eaeh  f is ca l y e a r  it:

(1) th e  m u n i c i p a l i t y  has  conduc ted  a r e g u la r  e le c t io n  u n d e r  A S  
29.28.010 —  29.28.050 d u r i n g  th e  f is ca l y e a r  p r e c e d in g  th e  y e a r  for 
w h i c h  p a y m e n t  o f  a n  e n t i t l e m e n t  is  a u th o r iz e d  by  A S  29.88 or A S  29.89 
a n d  h a s  repo r ted  t h e  r e s u l t s  o f  th e  e le c t io n  to th e  c om m is s io n e r  o f  the  
D e p a r tm e n t  o f  C o m m u n i t y  a n d  R e g io n a l  Affa irs;

(2) r e g u l a r  c o u n c i l  m e e t in g s  a re  h e ld  in  th e  m u n i c i p a l i t y  in  
a cco rdan ce  w i t h  t h e  r e q u i r em e n t s  o f  A S  29.23.210 d u r i n g  th e  f is ca l 
y e a r  p r e c e d in g  th e  y e u r  for w h i c h  p a ym e n t  o f  a n  e n t i t l e m e n t  is 
a u th o r i z e d  b y  A S  29.88 or A S  29.89 and  a  record o f  the  p ro ceed ing s  is 
m a in t a in e d ;

(3) a m u n i c i p a l  b u d g e t  h a s  b een  adop ted for th e  f is ca l y e a r  d u r i n g  
w h i c h  p a y m e n t  o f  a n  e n t i t l e m e n t  is  a u th o r iz e d  b y  A S  29.88 or A S  29.89 
a n d  a n  a u d i t  or f i n a n c i a l  s t a t em e n t  for th e  p r e c e d in g  f isca l y e a r  hus  
b e en  p r e p a re d  u n d  fu r n 's h ed  to t h e  D e p a r tm e n t  o f  C o m m u n i t y  a nd

C  R e g io n a l  A f f a i r s  i n  a cco rdance  w i t h  A S  29.23.560(a); a nd
(4) lo ca l o r d in a n c e s  adop ted  by t h e  g o v e r n in g  body o f  the  

m u n i c i p a l i t y  h a v e  b e en  cod if ie d  i n  accordance  w i t h  A S  29.48.180.
(b) T h e  a r e u  cost-of-l iv ing d i f f e r e n t ia l  p a y a b le  to each  m u n i c i p a l i t y  

u n d e r  t h is  s e c t io n  s h a l l  be d e t e rm in e d  a n n u a l l y  by e le c t io n  d is t r ic t  
u n d e r  t h e  p r o v is io n s  o f  A S  39.27.030. E x ce p t  as p ro v id ed  i n  A S  
29.95.030, a p p l i c a t io n  o f  t h e  a rea  cost-of-liv ing d i f f e r e n t ia l  m a y  no t  
r e s u l t  i n  a p a y m e n t  w h i c h  is  less t h a n  t h e  m i n im u m  p a ym e n t  
d e t e rm in e d  u n d e r  (a) o f  t h is  sec t ion . F o r  purposes o f  t h is  subse c t io n , 
t h e  e le c t io n  d is t r ic t s  u s ed  are  those d es ig na ted  by  t h e  p r o c lam a t io n  o f 
r e a p p o r t io nm e n t  a n d  r c d is t r i c t i n g  o f  D e c em b e r  7, 1961, a nd  r e t a in e d  
for th e  h o u se  o f  r e p r e s e n ta t iv e s  by p r o c lam a t io n  o f  the  g o v e rn o r  
S e p tem b e r  3, 1965.

(c) T h e  D e p a r tm e n t  o f  C o m m u n i t y  a n d  R e g io n a l  A f fa ir s  s h a l l  pay  :o 
e a c h  m u n i c i p a l i t y  e l i g i b l e  to re ce iv e  a m i n im u m  p u y m e n t  u n d e r  t h is  
s ec t io n  a n  a m o u n t  e q u a l  to t h e  d if f e re n c e  b e tw e e n  th e  m i n im u m  
p a y m e n t  d e t e rm in e d  u n d e r  (a) a n d  tb) o f  th is  se c t ion  a n d  the  s um  o f  th e  
um o u n t s  p a y a b le  for t h e  s am e  f is ca l y e a r  u n d e r  A S  29.88 and  A S  29.89.

(d) A  p a y m e n t  u n d e r  t h is  sec t ion  m a y  be p rora ted  a n d  reduced  u n d e r  
A S  29.95.030.

te) P a ym e n t s  u n d e r  t h is  sec t ion  s h a l l  be m a d e  f rom  th e  m o n e y  
a l lo c u t e d  to t h e  tax e q u a l i z a t io n  a c c o u n t  e s ta b l is h e d  in  A S  29.88.038. 
(§ 5 ch  155 S L A  1980)

§ 29.95.020 j 29.95.020
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§ 29.95.030 M u n ic ip a l  G o v ern m en t § 29.95.030

S e c .  29.95.030. P r o r a t i o n  o f  p a y m e n t s ,  (a) P a ym en ts  u n d e r  A S  
29.95.020 a n d  A S  29.88 s h a l l  e q u a l  t h e  a m o u n t  a l lo c a te d  to the  tax  
e q u a l i z a t io n  a c c o u n t  (AS 29.88.035), ad ju s ted  in  a cco rdance  w i t h  A S  
29.95.010.

(b) A d ju s tm e n t s  o f  p a ym e n t s  s h a l l  be  d e t e rm in e d  by  p r o r a t in g  
am o u n ts  p a y a b le  u n d e r  A S  29.95.020 a n d  am o u n ts  p a y a b le  u n d e r  A S  
29.88 by a  fac to r  w h i c h ,  w h e n  a p p l ie d ,  reduces  a l l  p a ym en ts  in  e q u a l  
p ro p o r t io n  so t h a t  p a ym e n t s  u n d e r  A S  29.95.020 a n d  p a ym e n t s  u n d e r  
A S  29.88 e q u a l  t h e  a m o u n t  a l lo c a t e d  to the  ta x  e q u a l i z a t io n  a c c o u n t  
e s ta b l i s h e d  i n  A S  29.88.035. (§ 5 ch  155 S L A  1980)
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LEGISLATIVE CHANGES AFFECTING STATS 

CERTIFICATE OF NEED PROGRAMS

This list summarizes the changes made by the National Health Planning and 

Resources Development Amendments of 1979 to the requirements for acceptable 

State Certificate of Need programs. The amendments are grouped according to 

changes in procedures, in coverage, in criteria, ard in definitions.

Following the summary of each change are citations for the conference 

report, the Health Planning Act, and the page in the conference report 

on which the complete text of the change may be found.

Prepared by Division of Regulatory Activities 

Bureau of Health Planning

October 1979
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CHANGE IN PROCEDURES

Applications must be submitted according to a timetable established by the 

reviewing agency. Reviews must be undertaken in a timely fashion, and similar 

types of applications must be considered in relation to each other, but no 

less often than twice a year. (Section 116(e) amends 1 5 3 2 (b)(13)(A), see 

page 24.)

Written notification of the beginning of a review and notification of review 

status must be made in a "timely" manner. Agencies are required to maintain 

a mailing list of persons requesting to be notified of reviews. (Section 

116( d ) (1)(A)4(B) amends 1532(b)(1)4(7), page 22.)

If an agency requests additional information the applicant must be given 

15 days to provide the information. (Section 116(d)(2) amends 1532(b)(2), 

page 22.)

Agencies must establish procedures to assure that only necessary information 

is requested in an application, and that all "essential" information is 

accessible to the general public. (Section 1 1 6 (i)(1)4(2) amends 1532(b), 

page 25.)

The State Agency must specify a time period for approving or disapproving 

an application, and. for granting an exemption. If addi tional information is 
requested of an applicant, the applicant may request that the review period 

be extended by 15 days. (Section 116(d)(3) amends 1532 (b) (12) (C) , page 23.)

The following requirements apply to hearings held before the State Agency 

and before an HSA to which the State Agency has delegated the authority to 

hold a hearing: Any person may be represented by counsel and may submit

arguments and evidence. Any person directly affected may question persons 
who make factual allegations. A  record of the hearing must be maintained. 

(Section 116(d)(3) amends 1 5 3 2 (b)(12)(A), page 22.)

A  State's decision to approve, disapprove, or withdraw a certificate of need 

must be bas 1 solely on a review by the State conducted in accordance with 

adopted procedures and criteria, and on the record of administrative 

proceedings. A State's decision to approve or disapprove an exemption is 

based solely on the record established in administrative proceedings.

(Section 116(d)(3) amends 1 5 3 2 (b)(12) (B), page 23.)

An HSA which Includes a portion of a single standard metropolitan statistical 

area will review criteria used for project reviews and certificate of need 

decisions which affect the area. (Section 121(b) amends 1513(d), page 35.)

Upon the request of any person directly affected, a decision to approve, 

disapprove, or withdraw a certificate of need must be administratively reviewed 

under an appeals mechanism consistent with State law governing the practices 

and procedures of administrative agencies. (Section 116(d)(3) amends 

1532(b) (12) 03), page 23.)



Page 2 - CHANGE IN PROCEDURES

After an administrative review, any person adversely affected by a decision 

m a y  seek judicial review. The Court must affirm the State's decision unless 

it is found to be "arbitrary, capricious, or not made in compliance with 

applicable law." (Section 116(d)(3) amends 1532(b)(12)(E), page 23.)

An HSA must be permitted a "timely" appeal. The decision of the reviewing 

agency must be considered the decision of the State Agency. (Section 117(b)(4) 

amands 1522(b)(13), page 31.)

A  notice of intent is required before any person arranges to acquire an 

existing health care facility, or arranges to acquire major medical 

equipment which will not be owned by or located in a health care facility. 

(Section 117(a) adds 1527(d)(2) and (e)(2), page 29.)

Once a hearing has commenced, ex parte contacts are prohibited between 

applicants o r  opponents and any person in the State Agency who exercises 

responsibility in granting, denying, or withdrawing certificates'of need. 

(Section 116(d)(3) amends 15 3 2 (b)(12)(F), page 24.)

If no decision is made within the required time, the applicant may bring an 

action in the appropriate- State Court to require the State Agenr.y to make a 

decision. (Section 116(d)(3) amends 1532(b)(12)(C)(ii), page 23.)

A governing body member is prohibited from voting on any application in 

which the member Has a conflict of interests. (Section 113(a) amends 

1512(b)(3)(F), page 17.)

The State Agency must consider the recommendation of the HSA to approve, 

disapprove, or withdraw a certificate of need. (Section 117(a) adds 

1527(g), page 30.)

The State Agency must monitor the progress of the holder of a certificate 

in meeting the timetable specified in the application. The Scate Agency 

may withdraw a certificate of need if it determines that the holder is not 

making a good faith effort to meet the timetable. (Section 117(a) adds 

1527(a)(3), page 26.)

A certificate of need may only be issued by the State Agency, and must, 

except in emergency circumstances which pose a threat to public health, 

be consistent with the State health plan. (Section 117(a) adds 1527(a)(5), 

page 26.)

When a State issues a certificate of need it must specify a maximum capital 

expenditure which may be obligated under the certificate. The State program 

will prescribe the nature of further review if the capital expenditure 

maximum is exceeded. (Section 117(a) adds 1527(a)(4), page 26.)

HSAs and State Agencies must coordinate the development of procedures and 

criteria. (Section 116(c) amends 1532(a), page 22.)



Page 3 - CHANGE IN PROCEDURES

Any criterion used to review an application or any condition attached to a 
certificate of need must be directly related to criteria at section 1532(c), 

criteria in Federal regulation prior to the date of enactment, or criteria 
in State regulation. The Secretary may not require the inclusion of 

criteria other than those at section 1532(c) or those in regulation prior 
to the date of enactment. (Section 117(a) adds 1527(a)(2), page 25.)

A certificate of need program must provide procedures and penalties to enforce 

the requirements of the program. (Section 117(b)(2) amends 1523(a)(4), page 30.



CHANGES IN COVERAGE r W

A  certificate of need program must provide for the review and determination 

of need for capital expenditures, major medical equipment, and institutional 

health services. (Section 117(a) adds 1527(a)(1), page 25.)

A  certificate of need may not be required for 1) the offering of an inpatient 

institutional health service 2) the acquisition of major medical equipment 

for the provision of an inpatient institutional health service or 3) the 
obligation of a  capital expenditure for the provision of an institutional 

health service by 1) an HMO, 2) combinations of HMOs, 3) health care 

facilities controlled, directly or indirectly by HMOs, or 4) facilities 
leased by HMOs, if exemption requirements are met. (Section 117(a) adds 

1527(b)(1), page 26.)

An HMO or health care facility which meets the requirements must apply for 

and receive an exemption from coverage. (Section 117(a) adds 1527(b)(2), 

page 26.)

A  certificate of need is required when any major medical equipment or 

facilities acquired under an exemption are sold, unless the purchaser is 

an exempted organization. (Section 117(a) adds 1527(b)(3), page 27.)

HMOs and HMO health care facilities may be subject to certificate of need 

review only to the extent that they are not exempt under the conditions at 

section 1527(b)(1), and then only for the offering of inpatient Institutional 

health services, the acquisition of major medical equipment, and the obligation 

of capital expenditures.* (Section 117(a) adds section 1527(b)(4), page 28.)

A  State Agency must approve an application from an HMO or HMO facility if 

the Agency finds that the approval is required to meet the needs of enrolled 

members and new members reasonably expected to enroll, and is required to 

offer health services in a reasonable and cost effective manner. (Section 

117(a) adds 1527(b)(5), page 28.)

A  certificate of need must be approved for capital expenditures required to 

eliminate safety hazards, to comply with State licensure standards, or to 

comply with accreditation standards required to receive certain reimbursements 

or payments, unless the State Agency finds that the facility is not needed or 

the expenditure is not consistent with the State health plan. (Section 117(a) 

adds 1527(c), page 28.)

A  certificate of need is- required for the acquisition of a health care 

facility by any person if a notice of intent is not submitted or if the 

State Agency finds within 30 days that the acquisition will result in a 

change of service or bed capacity. (Section 117(a) adds 1527(d)(1), page 29.)

A  certificate of need is required for the acquisition of major medical 

equipment by any person if a notice of intent is not submitted or if the 

State Agency finds within 30 days that the equipment will be used to provide 

service to inpatients. A State may require additional coverage of major 

medical equipment; however, after September 30, 1982, a State may not change 

its program to include additional requirements. (Section 117(a) adds 
1527(e)(1)(A), page 29.)



Donations, leases and transfers for less than fair market value (if the 

fair market value is greater than the capital expenditure threshold) of 

major medical equipment are subject to review if the acquisition would be 

subject to review under 1527(e)(1)(A). (Section 117(a) adds 1527(e)(3), 

page 30.)

Applications from osteopathic and allopathic facilities must be considered 

on the basis of the needs of osteopathic and allopathic physicians and 

patients. (Section 117(a) adds 1527(f), page 30.)



CHANGES IN CRITERIA

The State Health plan is added to those plans which must be considered. 
(Section 116(b)(3) amends 1532(c)(1), page 22.)

Additional criteria concerning the availability of resources and funds, 

the effect on health professional training -programs, alternative uses of 
the resources involved, and accessibility of the proposed service.

(Section 116(f)(3) amends 1532(c)(6), page 24.)

Additional criteria concerning the effects of construction projects on 
costs and charges, the efficiency and appropriateness of existing services, 

and Che quality of existing services. (Sections 116(g)(1) & (2) amend 

1532(c)(6) and add 1532(c) (13) &. (14), page 25.)

Adds a consideration of the factors which affect the effect of competition 

on the supply of the proposed service, and a consideration of improvements 

or innovations in the financing and delivery of services which foster 
competition and promote quality and cost effectiveness. (Section 1.03(c) 

adds 1532(c) ( U )  & (12), page 5.)

The criterion on the special needs and circumstances of HMOs is amended 

to include all HMOs. (Section 117(b)(5) amends 1532(c)(8), page 32.)

DEFINITIONS

"Capital expenditure" is defined, as an expenditure which exceeds the 

minimum,, substantially changes the bed capacity, or substantially changes 

the services of a health care facility. States may adjust the capital 
expenditure threshold to reflect changes in an index maintained or developed 

by the Department of Commerce and designated by the Secretary by regulation 

for purposes of making such adjustments. (Section 117(b)(3) adds 1531(6), 

page 30.)

"Major medical equipment" means equipment which provides medical and other 

health services, and which costs in excess of $150,000. (Section 117(b)(3) 

adds 1531(7), page 31.)

"HMO" is defined as a qualified HMO under section 1310(d), o r  an 

organization which satisfies the requirements in existing regulations. 

(Section 117(b)(3) adds 1531(8), page 31.)

"Institutional health service" is defined as a health service which is 

provided through the specified facilities, and which entails an annvxal 
operating cost of $75,000 (or a figure adjusted as specified by the 

Secretary by regulation.) (Section 126(a)(1) adds 1531(5), page 40.)
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MEMORANDUM

TO: Interested Legislators and Staff

FROM: K a y  Miller, NCSL Health Planning Project Director

SUBJECT: 1979 Congressional Health Planning Amendments (P.L. 96-79): Implications
for State Certificate of Need Programs

DATE: December 27, 1979

NCSL Health Planning Project

The National Conference o f  State Legislatures, through a  contract wi t h  IiEW's Bureau 

of Health Planning, has a  Health Planning Project designed to collect information on 

state certificate of need (CON) legislation. As part o f  the project, NCSL is 
providing interested legislators and staff with information on federal developments 

which have ramifications for their state certificate of need programs.

NCSL has completed a series of four regional seminars for legislators and their 
staff which focused in part on the recent amendments to the Health Planning Act 
and the impact those amendments have on certificates of need. The materials 

included in this packet are intended to supplement the information provided at 
the seminars and to give those who did not attend the basic information necessary 

to understand the implications of the recent amendments.

Finally, the NCSL project can make available necessary technical assistance to state 

legislatures attempting to develop certificate of need legislation to reflect new 
clianges. Questions regarding the project or requests for technical assistance 
should be directed to: Kay Miller, Project Director, Health Planning Project, NCSL,

Denver, CO 80202 (303) 623-6600.

1979 Amendments to the Health Planning Law

The National Health Planning and Resources Development Act of 1974, P.L. 93-641, 
established a n e w  nationwide network of health planning agencies. It also mandated 

that each state establish and administer a certificate of need (CON) program. 
Certificate of need is basically a method to prevent the construction and other 
development of unnecessary and inappropriate health care facilities and services. 
These prograirG were regarded by many as the regulatory mechanism necessary to give 

teeth to the planning process.

The Congressional amendments, signed into law October 4, 1979, to the 1974 Act have 
certain implications for state Certificate of need programs. Depending on the 

latitude which a  state's statute permits the state health planning agency in 
developing a certificate of need program, a legislature may be required to amend 

(or enact, in a few cases) its CON statute to reflect the significant changes in 

the federal legislation.
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Several examples of the changes in the recent Congressional amendments which nay 
require changes in the state laws are:

I. Health maintenance organizations (HMOs) meeting certain specified criteria 
outlined in federal law (Section 117 (a), page 26 of the Conference Report, 
adds 1527 (6)) may not be required to obtain a certificate of heed for:
1) the offering cf an in-patient institutional health service '2) the 
acquisition of major medical equipment for the provision of an inpatient 
institutional health service or 3) the obligation of a capital expenditure 
for the provision of an institutional health service.

II. A  certificate of heed is required for the acquisition of major medical 
equipment by any person if a notice of intent is not submitted or if the
state agency finds within 30 days that the equipment will be used to provide
service to inpatients. A  state may require additional coverage of major 
medical equipment; however, after September 30, 1982, a state may not 
change its program to include additional requirements (Section 117 (a) of 
the Conference Report adds 1527 (e) (1) (A) on page 29.)

There are numerous other changes which may require state statutory changes if state
law does not grant liberal rulemaking authority to the state agency. Each state
will need to review its legislation in light of the new amendments to determine 
what legislative action will be necessary to comply. The NCSL Health Planning 
Project can assist in making this determination and reviewing proposed amendments 
for compliance.

Timetable for Compliance

Section 123 of the Conference Report, page 38, amends subsection (d) of section 1521 
to establish the dates when a state agency must have a final designation agreement 
is a satisfactory CON program which may require legislation to implement, the dates 
are tied to legislative sessions. Basically, the amendments state: 1) if the
legislature of the state was in session on the date of enactment of the 1979 health 
planning amendments (October 4, 1979) and will continue to be in session 12 months, 
the state agency must be fully designated 12 months from that date; 2) if the 
legislature of a state was in session on the date of enactment but 12 months do not 
remain in that session, or if tlie legislature was not in session on the date of 
enactment, the state agency of that state must be fully designated 12 months after 
the beginning of the first regular session of the legislature beginning after that 
date.

I

NCSL has provided the HEW’s Bureau of Health Planning with 1979 adjournment infor­
mation and 1980 session information on all 50 states. Legislators and staff with 
questions regarding when their state must have a fully designated State Health 
Planning & Development Agency, should contact their' regional office of HEW. If the 
Regional Office is unable to give a definite answer, contact NCSL, which will obtain 
a judgment frcm the Bureau of Health Planning.

Penalties for Failure to have a Fully Designated State Agency

The 1979 amendments also make changes in the penalties that m i l  be imposed on states 
which do not have final designation agreements in effect on the dates outlined above. 
These penalties also appear in Section 123 of the Conference Report, page 38, in the 
amendments to subsection 1521 (d) (2). Basically, the sanctions that HEW must inpose


