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Revision Date 1/27/00 ______________________ Dept. Affected Public Safety

Title Children Witnessing Domestic Violence__________BRU CDVSA__________

  _______________________________Component: CDVSA__________

Sponsor Representative Kott______________ '___________ _______________________

Requester H. HES____________________________________ Component No. 521
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Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

Personal Services

Travel

Contractual

Piipp ies

Equipment

Land & Structures

Grants & Claims

Miscellaneous

TOTAL OPERATING

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

C H A N G E  IN RE VE NUE S (
) I

0.0 0.0 0.0 0.0 0.0 0.0

FUND S O U R C E  (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts 

1037 GF/Mental Health 

Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: 0.0

POSITIONS

Full-time 0 0 0 0 0 0

Part-time 0 0 0 0 0 0

Temporary 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

This bill would not impact our budget.
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Division Office of the Commissioner________________________________ Date/Time 1/28/00 12:00 P M
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Sp o n s o r  St a t e m e n t

HB 288

"An Act relating to the creation of an aggravating factor for the commission of 
domestic violence in the physical presence of a child.”

This bill lets the courts to be tougher on those having been convicted of domestic 
violence if they committed that crime with their children present. If passed, the 
criminal justice system would have a new tool to further Alaska’s fight against 

domestic violence and child abuse.

HB 288 creates an aggravated factor when domestic violence is committed in the 
presence of children w h o  are also household members of the perpetrator.
Under current law, a person convicted on domestic violence charges is subject to 
Alaska’s presumptive sentencing rules found in AS 12.55.125. Although the court 
is given guidelines, under AS 12.55.155, it may also consider factors that can 
mitigate or aggravate the severity of the crime and resulting sentence.
Considering the totality of the factors, the court may adjust the sentence up to the 
maximum or down to the minimum term of imprisonment prescribed by 

presumptive sentencing laws.

What is an aggravating factor? It is an act or circumstance characterized by some 
unique feature that enhances the severity of crime. For example that may be 
what the intentions of the criminal were or it may be the special vulnerability of 
the victim. This bill would expand the list of aggravating circumstances to include 
the special vulnerability of children.

Domestic violence is a scourge all over our state and Alaskans are fighting back to 
protect the lives of the victims and the children involved. H B  288 takes us a step 
further by recognizing that even if a child is not on the receiving end of the 
violence, they are profoundly damaged when they become witnesses to parents 
and caregivers engaging in this abhorrent behavior.

S P O N S O R  S T A T E M E N T



(a) If a defendant is convicted of an offense and is subject to sentencing under 

AS 12.55.125 (c), (d)(1), (d)(2), (e)(1), (c)(2), (c)(4), or (i) and

(1) the presumptive term is four years or less, the court may decrease the 
presumptive term by an amount as great as the presumptive term for factors in 
mitigation or may increase the presumptive term up to the maximum term of 

imprisonment for factors in aggravation;

(2) the presumptive term of imprisonment is more than four years, the court 
may decrease the presumptive term by an amount as great as 50 percent of the 

presumptive term for factors in mitigation or may increase the presumptive term up 

to the maximum term of imprisonment for factors in aggravation.

(b) Sentence increments and decrements under this section shall be based on 

the totality of the aggravating and mitigating factors set out in (c) and (d) of this 

section.

(c) Tiie following factors shall be considered by the sentencing court and may 
aggravate the presumptive terms set out in AS 12.55.125 :

(1) a person, other than an accomplice, sustained physical injury as a direct 
result of the defe idant’s conduct;

(2) the defendant's conduct during the commission of the offense manifested 
deliberate cruelly to another person;

(3) the defendant was the leader of a group of three or more persons who 

participated in the offense;

(4) the defendant employed a dangerous instrument in furtherance of the 

offense;

(5) the defendant knew or reasonably should have known that the victim of 

the offense was particularly vulnerable or incapable of resistance due to advanced 

age, disability, ill health, or extreme youth or was for any other reason substantially 

incapable of exercising normal physical or mental powers of resistance;

(6) the defendant's conduct created a risk of imminent physical injury to three 
or more persons, other than accomplices;

(7) a prior felony c nviction considered for the purpose of invoking the 
presumptive terms o» this chapter was of a more serious class of offense than the 

present offense;

(8) the defendant's prior criminal history includes conduct involving aggravated 
or repeated instance; of assaultive behavior;

(9) the defendant knew that the offense involved more than one victim;

(10) the conduct constituting the offense was among the most serious conduct 
included in the definition of the offense;

(11) the defendant committed the offense pursuant to an agreement that the 
defendant either pay or be paid for the commission of the offense, and the

Sec. 12.55.155. Factors in aggravation and mitigation.

Referenced Statutes/ Regs



pecuniary incentive was beyond that inherent in the offense itself;

(12) the defendant was on release under AS 12.30.020 or 12.30.040 for 

another felony charge or conviction or for a misdemeanor charge or conviction 

having assault as a necessary element;

(13) the defendant knowingly directed the conduct constituting the offense at 

an active officer of the court or at an active or former judicial officer, prosecuting 
attorney, law enforcement officer, correctional employee, fire fighter, emergency 

medical technician, paramedic, ambulance attendant, or other emergency 

responder during or because of the exercise of official duties;

(14) the defendant was a member of an organized group of five or more 

persons, and the offense was committed to further the criminal objectives of the 

group;

(15) the defendant has three or more prior felony convictions;

(16) the defendant's criminal conduct was designed to obtain substantial 

pecuniary gain and the risk of prosecution and punishment for the conduct is slight;

(17) the oftense was one of a continuing series of criminal offenses committed

in furtherance of illegal business activities from which the defendant derives a major 

portion of the defendant's income;

(18) the offense was a felony

(A) specified in AS 11.41 and was committed against a spouse, a former 

spouse, or a member of the social unit comprised of those living together in the 

same dwelling as the defendant; or

(B) specified in AS 11.41.410 - 11.41.455 and the defendant has engaged in 

the same or other conduct prohibited by a provision of AS 11.41.4 if) - 11.41.460 

involving the same or another victim;

(19) the defendant's prior criminal history includes an adjudication as a 
delinquent for conduct that would have been a felony if committed by an adult;

(20) the defendant was on furlough under AS 33.30 or on parole or probation 
for another felony charge or conviction that would be considered a prior felony 

conviction under AS 12.55.145 (a)( 1 )(B);

(2 1) the defendant has a criminal history of repeated instances of conduct 
violative of criminal laws, whether punishable as felonies or misdemeanors, similar 

in nature to the offense for which the defendant is being sentenced under this 

section;

(22) the defendant knowingly directed the conduct constituting the offense at a 
victim because of that person's race, sex, color, creed, physical or mental disability, 

ancestry, or national origin;

(23) the defendant is convicted of an offense specified in AS 11.71 and the 
offense involved the delivery of a controlled substance under circumstances 

manifesting an intent to distribute the substance as part of a commercial enterprise;

(24) the defendant is convicted of an offense specified in AS 11.71 and the



(25) the defendant is convicted of an offense specified in AS 11.71 and the 

offense involved large quantities of a controlled substance;

(26) the defendant is convicted of an offense specified in AS 11.71 and the 

offense involved the distribution of a controlled substance that had been adulterated 

with a toxic substance;

(27) the defendant, being 18 years of age or older,

(A) is legally accountable under AS 11.16.110 (2) for the conduct of a 

person who, at the time the offense was committed, was under 18 years of age and 

at least three years younger than the defendant; or

(B) is aided or abetted in planning or committing the offense by a person who, 

at the lime the offense was committed, was under 18 years of age and at least three 

years younger than the defendant;

(28) the victim of the offense is a person who provided testimony or evidence 

related to a prior offense committed by the defendant;

(29) the defendant committed the offense for the benefit of, at the direction of, 

or in association with a criminal street gang.

(d) The following factors shall be considered by the sentencing court and may 

mitigate the presumptive terms set out in AS 12.55.125 :

(1) the offense was principally accomplished by another person, and the 

defendant manifested extreme caution or sincere concern for the safety or 

well-being of the victim;

(2) the defendant, although an accomplice, played only a minor role in the 

commission of the offense;

(3) the defendant committed the offense under some degree of duress, 

coercion, threat, or compulsion insufficient to constitute a complete defense, but 

which significantly affected the defendant's conduct;

(4) the conduct of a youthful defendant was substantially influenced by another 

person more mature than the defendant;

(5) the conduct of an aged defendant was substantially a product of physical 

or mental infirmities resulting from the defendant's age;

(6) in a conviction for assault under AS 11.41.200 - 11.41.220, the 
defendant acted with serious provocation from the victim;

(7) except in the case of a crime defined by AS 11.41.410- 11.41.470, the 

victim provoked the crime to a significant degree;

(8) [Repealed, sec. 42 ch 143 SLA 1982].

(9) the conduct constituting the offense was among the least serious conduct 

included in the definition of the offense;

offense involved the transportation of controlled substances into the stale;



(10) before the defendant knew that the criminal conduct had been 

discovered, the defendant fully compensated or made a good faith effort to fully 

compensate the victim of the defendant's criminal conduct for any damage or injury 

sustained;

(11) the defendant was motivated to commit the offense solely by an 

overwhelming compulsion to provide for emergency necessities for the defendant’s 

immediate family;

(12) the defendant assisted authorities to detect, apprehend, or prosecute 

other persons who committed an offense;

(13) the facts surrounding the commission of the offense and any previous 

offenses by the defendant establish that the harm caused by the defendant's 

conduct is consistently minor and inconsistent with the imposition of a substantial 

period of imprisonment;

(14) the defendant is convicted of an offense specified in A S  11.71 and the 

offense involved small quantities of a controlled substance;

(15) the defendant is convicted of an offense specified in A S  11.71 and the 

offense involved the distribution of a controlled substance, other than a schedule IA 

controlled substance, to a personal acquaintance who is 19 years of age or older 

for no profit;

(16) the defendant is convicted of an offense specified in A S  11.71 and the 

offense involved the possession of a small amount of a controlled substance for 

personal use in the defendant's home;

(17) in a conviction for assault or attempted assault or for homicide or 

attempted homicide, the defendant acted in response to domestic violence 

perpetrated by the victim against the defendant and the domestic violence consisted 

of aggravated or repeated instances of assaultive behavior.

(e) If a factor in aggravation is a necessary element of the present offense, or 

requires the imposition of a presumptive term under AS 12.55.125(c)(2), that 

factor may not be used to aggravate the presumptive term. If a factor in mitigation 

is raised at trial as a defense reducing the offense charged to a lesser included 

offense, that factor may not be used to mitigate the presumptive term.

(0 If the stale seeks to establish a factor in aggravation at sentencing or if the 

defendant seeks to establish a factor in mitigation at sentencing, written notice must 

be served on the opposing party and filed with the court not later than 10 days 

before the date set for imposition of sentence. Factors in aggravation and factors in 

mitigation must be established by clear and convincing evidence before the court 

sitting without a jury. All findings must be set out with specificity.

(g) Voluntary alcohol or other drug intoxication or chronic alcoholism or other 

drug addiction may not be considered an aggravating or mitigating factor.

(h) In this section, "serious provocation" has the meaning given in AS 

11.41.115(0.

Sec. 12.55.165. Extraordinary circumstances.

(a) If the defendant is subject to sentencing under A S  12.55.125 (c), (d)(1),



(d)(2), (c)(1), (c)(2), (c)(4), or (i) and the court finds by clear and convincing 
evidence that manifest injustice would result from failure to consider relevant 
aggravating or mitigating factors not specifically included in AS 12.55.155 or from 

imposition of the presumptive term, whether or not adjusted for aggravating or 
mitigating factors, the court shall enter findings and conclusions and cause a record 

of the proceedings to be transmitted to a three-judge panel for sentencing under 

AS 12.55.175.



F I S C A L  N O T E

Revision Date/Time (Note if correction)____________________
Title *... to the creation of an aggravating factor to r .
... domestic violence in the physical presence of a child.*
Sponsor Representative Kott_________________________
Requester House HESS Committee ______

S T A T E  O F  A L A S K A
2000  L E G IS L A T IV E  S E S S IO N

B IL L  N O . H B  2 8 8

Dept. Affected
'b r u

Law
Criminal Division

Component 1st-4th Judicial Districts; Criminal 
Appeals/Special Litigation________

Component No. 2198-99;2201;03;61;79
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES | j
CHANGE IN REVENUES ( ) j | j | j
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2000) cost: 
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separata pago if necessary)

H B  288 creates an aggravating factor for the commission of domestic violence in the physical presence 

of a child.

This new aggravator would apply to felony domestic violence cases. Felony domestic violence cases 

are already taken very seriously by the Department of Law's prosecutors, and ma ny have other 

aggravating factors. While a new aggravating factor will require putting forward additional evidence to 

prove it, the department anticipates any fiscal impact from passage of this bill to be minimal.

Z
s Office • I N

Prepared by: 
Division

Joan M. Kasson Phone 465-5370
Attorney Gen<

Approved by Commissioner 
Agency ____________

Date/Time 1/31/00, 10:32 AM
ruce M. Botelho, Attorney General Date 1/31/00

Department of Law
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S T A T E  O F  A L A S K A  B I L L  N O .  I T B 2 8 8

2 0 0 0  L E G I S L A T I V E  S E S S I O N

Revision D ate :_____________________________________________
Title: “An Act relating to the creation of an aggravating factor 
for the commission o f domestic violence in presence o f child"
Sponsor: Representaive Kott_______________________________
Requestor: (H) HESS_________________________________________  COMPONENT SERIAL NO. 1631

EXPENDITURES/REVENUES:_______________________________ (Thousands o f Dollars)
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2 003 FY 2004 FY 2005 FY 2006

PERSONAL SERV ICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

** ** ** ** ** **
>

TOTAL OPERATING ** ** ** ** ** **

Department Affected: Administration 
BRU: Legal and Advocacy Services 
Component: Public Defender Agency

CAPITAL EXPENDITURES

I CHANGE IN REVENUES ( ) ** ** ** ** **

FUND SOURCE: (Thcusands o f Dollars)
1002 Federal Receipts ** ** ** ** **
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
OTHER
TOTAL________________ _________ _ ** ** ** ** ** **
Estimate o f any cu rren t yea r (FY 00) cost: $ -0- 
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
ANALYSIS: (Attach a separate page if necessary.) 
See attached.

Division: Public Defender Aqencv
Approved bv Commissioner: Robert Poe, JfTL y \ tLr ^ v \ i
Aqencv: Department o f Administration / \

Phone: (9071 264-4414 
Date: _________________

Dale: ifSL S i

Rev 10/97
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F IS C A L  N O T E

2 0 0 0  L E G I S L A T I V E  S E S S I O N  

ANALYSIS: (continued)

T h i s  bill w o u l d  a d d  a n o t h e r  aggr a v a t i n g  factor to the list o f  a g g r a v a t i n g  factors u s e d  in s e n t e n c i n g  in felony 

cases. T h e  a g g r a v a t i n g  factor w o u l d  p r o v i d e  for increased sentences if the c r i m e  i n v o l v e d  d o m e s t i c  violence 

a n d  w a s  c o m m i t t e d  in the p r e s e n c e  o f  a child u n d e r  16. T h e  child w o u l d  h a v e  to b e  a  m e m b e r  o f  the h o u s e h o l d  

at the t i m e  o f  the offense.

T h e  Public D e f e n d e r  A g e n c y  will n e e d  to d o  m o r e  w o r k  in m a n y  o f  its f e l o n y  sente n c i n g  cases if this 

aj_ gravating factor is established. T h e  prosecution will h a v e  to p r o v e  the a g g r a v a t i n g  factor b y  clear a n d  

c o n v i n c i n g  evidence. W h e r e  the facts are at issue, Public D e f e n d e r  attorneys will h a v e  to p r e p a r e  for a n d  

c o n d u c t  evidentiary hearings. If the aggravating factor is established, the court will n e e d  to h e a r  a r g u m e n t  

c o n c e r n i n g  the w e i g h t  to b e  g i v e n  to the factor in the case before the court.

H o w e v e r ,  the a m o u n t  o f  additional w o r k  is difficult to quantify. A l t h o u g h  m o r e  w o r k  will n e e d  to b e  d o n e ,  w e  

d o  n o t  anticipate m o r e  criminal cases b e i n g  b r o u g h t  or sentencings c o n d u c t e d  as a  result o f  this bill. In 

addition, it is not possible to say h o w  m a n y  felon y sentencings this a g g r a v a t i n g  factor w o u l d  affect. B e c a u s e  o f  

these uncertainties, w e  are s u b m i t t i n g  a n  indeterminate fiscal note.

S T A T E  O F  A L A S K A  B IL L  N O . H B  288
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F I S C A L  N O T E
S T A T E  O F  A L A S K A

2 0 0 0  L E G I S L A T I V E  S E S S I O N

Revision Date/Time (Note if correction) ______________________
Title An act relating to the creation of an aggravating

factor for the commission of domestic violence

B IL L  N O . H B  2 8 8  (H E S S )

Dept. Affected 
’ BRU _  
Component

Department of Corrections 
Administration and Operations 

All
Sponsor
Requester

Representative Kott
House HESS Committee

E x p e n d i t u r e s / R e v e n u e s

Component No. 
(Thousands of Dollars)

#0694

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous 99.7 99.7 99.7 99.7 99.7

TOTAL OPERATING 0.0 99.7 99.7 99.7 99.7 99.7
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 99.7 99.7 99.7 99.7 99.7
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 99.7 99.7 99.7 99.7 99.7

Estimate o f any current year (FY2000) cost: 
POSITIONS

0.0

Prepared by: 
Division

Candace Brower Phone 465-3307
Commissioner's Office

Approved by Commissioner Margaret M. Pugh 
Agency Dept, of Corrections__________

Date/Time 1/31/00 11:52 AM 
Date | '  3  \ ~ 0 &

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
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F ISC A L  NOTE

S T A T E  O F  A L A S K A

2000 LEGISLATIVE S E S S I O N

D E P A R T M E N T  O F  C O R R E C T I O N S

BILL NO. H B  288 (HESS) 

P A G E  2 of 2 

D A T E  1/31/00

Assumptions:

1. The Department of Corrections data show that in 1999 approximately 2365 prisoners were admitted to 

correctional facilities on domestic vh ^n ce charges. Of those admissions, 268 were charged with felony 

assault and 2097 with misdemeanor assault. The Deptartment of Law reports that they anticipate 75 

convictions for felony domestic violence assault in calendar year 1999. This number is based on 

convictions of the past 3 years and the current convictions plus cases pending.

2. Assuming 6 5 %  of those incidents occured in the physical present of children, this bill would affect 49 

cases.

3. Assuming that perhaps one half of those 49 would be presumptive cases affected by aggravating 

factors, that impacts 25 defendents.

4. Assuming 6 0 %  of those would result in increased sentences of approximately three months, (60 days 

to serve) the final number actually being impacted would be approximately 15. Since these cases are 

felony domestic violence, they are not likely to be eligible to furlough into the community because of their 

risk factor, so the additional cost of incarceration would be at the institutional rate which is currently 

$110.73 per day. Fifteen individuals serving an additional 60 days each at a rate of $110.73 per day 

makes a fiscal impact of $99,657.00 per year.

P a g e  2 of 2





F eb ru a ry  16, 2 0 0 0

Alaska State Legislature 
State Capitol M S  3100 
Juneau, A K  99801

RE: House Bill (H7;) 297.

To the following Health Education, Social Services Committee:

The Honorable Rep. Fred Dyson, Co-Chairman
The Honorable Rep. John Coghill, Jr., Co-Chairman
The Honorable Rep. Tom Brice
The Honorable Rep. Joe Green
The Honorable Rep. Allen Kemplen
The Honorable Rep. Carl Morgan, Jr.
The Honorable Rep. Jim Whitaker

The Honorable Rep. Jeannette James

I am writing this letter to inform you of my position of favor regarding (HB) 297. As a member 
of the Anchorage community for many years, I have personally seen the benefits of one-day, 
ambulatory surgery for the patient as well as the patient’s family. The main benefit of 
ambulatory surgery centers is the drastic decrease in the need for long stay, high cost in-hospital 
admission. I urge you to consider the importance of going forth with a favorable “yes” to a 
nationally accepted, community oriented, state of the art healthcare facility that serves all persons 
and offers the care they should expect from the community in which they live.

Thank you for your time.

Sincerely,



F eb ru a ry  17, 2000

Representative Fred Dyson 

Chairman, HESS Committee 

Alaska State Legislature 

Juneau, Alaska

Dear Representative Dyson:

I am a manager in the health care field with over 2 0  years experience providing services 

to patients from Georgia to Alaska. This experience has convinced me that the price 

health care consumers pay for services is directly dependent upon how competitive the 

local provider market is. In any community where only one dominant provider controls 

the market, prices are higher and access is limited. In the case of Fairbanks today, the 

hospital enjoys a monopoly position and patients have no choice in where to go lor care. 

In order to promote a fair, competitive market for health carc services, T urge you to 

support the passage of HB297. Today’s 51,000,000 CON threshold is grossly unrealistic, 

and it should either be eliminated or increased to $7,000,000 to reflect the ef fect of 

medical inflation since 1983. Thank you.

Sincerely,

Brian Slocum 

Fairbanks
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February 17, 2000

Representative Fred Dyson 

Chairman, HESS Committee 

Alaska State Legislature 

Juneau, Alaska

Dear Representative Dyson:

The Iariana Valley Clinic and its 35 physicians and providers support Mouse Bill 297, covering the 

Certificate ot Need program. We believe that increased competition in providing health care services will 

benefit the people of Alaska. Prices for Medicaid services will drop when competition enters the 

marketplace. Tanana Valley Clinic will continue to treat all patients who come to our clinic, as we have for 

40 years. Eliminating the CON program or adjusting the SI .000,000 threshold will allow us to provide new 

services for the people of Fairbanks.

President



February 13,2000

Hess Committee 
State Capitol 
Juneau, AK 99801-1182

Re: House Bill 297

Dear Committee Members;

Thank you for takiog the time to read this letter. In respect of your busy schedule I will be brief.

Your sponsorship of HB 297 is greatly appreciated. Successful passage of this legislation will bring to 
Alaskan’s what is very badly needed. Jt will bring choices in the health care environment. Currently there 
are significant limitations in the availability of certain procedures and venues lor those procedures in 
Alaska. These limitations are compounded by the inability' for private enterprise to build and supply 
communities with badly needed facilities, '.'he current level that requires Certificate of Need processes is 
artificially low, $ 1,000,000 in today’s economy cannot build and equip even the most modest of medical 
facilities. A more realistic limit of expenditure of $7,000,000 will better allow the construction of a quality 
facility in today’s economy and encourage private enterprise to bring to our citizens die choices that we 
currently do not have.

The passage of this bill brings other benefits to the Alaska. Passage of HB 297 will reduce die 
monopolistic tendencies of established facilities ( eg. Fairbanks Memorial Hospital) and allow for 
competition that will lower the cost of delivery to our citizens. Passage of HB 297 will foster local 
ownership of health care facilities and keep dollars in die community. The bill, if passed, will reduce the 
cost of the CON process to the State and its citizens. This bill has an added effect of lowering the cost of 
delivering health care to those user groups funded by State dollars (Slate employees and families,
Medicaid, etc.).

The current limit of $1,000,000, if maintained, will stifle free enterprise, limit the availability of access to 
health care, encourage only large monopolistic entities to delivery needed care, and cost the State large 
dollars to continue the CON process. This severely limits the choices Uiat are badly needed. Health care 
is perhaps the most personal and important issue in otir society. We must have choices. Maintaining the 
current level of $1,000,000 also encourages those who desire to begin a practice of medical care delivery to 
cut corners and offer less than their expertise may allow because the cost of specialized equipment comes at 
an expense that may exceed the current level. This is not what we as citizens of Alaska deserve. We 
deserve the same level of choice in our health care as those who live in the lower 48 states. Wc now have 
on opportunity to achieve these choices if HB 297 comes to passage.

The argument that passage of this bill will injure the ability of our local hospital to care for our community 
is an empty argument. Our local hospital enjoys a monopoly on many services and creating potential 
competition will only serve to improve the delivery of those services and lower the cost through improved 
efficiency. Please do not be swayed by those who support monopoly.

Again, thank you for your sponsorship of HB 297. Please let me know  if there are any effor ts that I  can 
make to assist in its passage. And thank you for your time.

Respectfully,

Michael RMkyati— " 
378 Shannon Drive 
Fan banks, AK 99701
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February 14,2000

Representative Dyson 
State Capitol 
Room 24
Juneau, A K  99801-1182 

RE: House Bill 297

Dear Representative Dyson:

I am writing this letter to thank you for your sponsorship of House Bill 297.

The successful passage of this legislation will bring choices to our health care 
environment, which are greatly needed. Currently there are significant limitations in 
choices for Alaskans in regard tc venues tor surgical procedures, and this is particularly 
true for the citizens of Fairbanks. In today’s economy the current limit of $1,000,000 is 
significantly too low to build even a modest medical facility. The proposed limit of 
$7,000,000 is more reasonable for building and equipping a quality out-patient surgery 
center.

The passage of this Bill will have many benefits for Alaskans, to include; increased 
health care choices, reduced monopolistic tendencies, and it will allow for increased 
competition which can only decrease the cost of delivery of services. The passage of this 
Bill will also help decrease costs to the State of Alaska, in that it will abolish the lengthy 
Certificate of Need process.

The current limit of $1,000,000 can only increase the cost of the delivery of services, 
stifle free enterpn.,v,‘-..wuurage monopolies, and decrease the choices given to Alaskans.

Thank you again for your sponsorship of House Bill 297.

ResDectfullv.

Marina Thompson 
P.O.Box 80310 
Fairbanks, Alaska 99708
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February 14,2000

Representative Dyson 
State Capitol 
Room 24
Juneau, A K  99801 -1182 

RE: House Bill 297 

Dear Representative Dyson:

I am writing this letter to thank you for your sponsorship of House Bill 297.

The successful pc:. i :f this legislation will bring choices to our health care 
environment, which are greatly needed. Currently there arc significant limitations in 
choices for Alaskans in regard to venues for surgical procedures, and this is particularly 
true for the citizens of Fairbanks. In today’s economy the current limit of $1,000,000 is 
significantly too low to build even a modest medical facility. The proposed limit of 
$7,000,000 is more reasonable for building and equipping a quality out-patient surgery 
center.

The passage of this Bill will have many benefits for Alaskans, to include; increased 
health care choices, reduced monopolistic tendencies, and it will allow for increased 
competition which can only decrease the cost of delivery of services. The passage of this 
Bill will also help decrease costs to the State of Alaska, in that it will abolish the lengthy 
Certificate of Need process.

The current limit of $1,000,000 can only increase the cost of the delivery of services, 
stifle free enterprise, encourage monopolies, and decrease the choices given to Alaskans.

Thank you again for your sponsorship of House Bill 297.

Respectfully,

George Thompson 
P.O. Box 80310 
Fairbanks, Alaska 99708
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A la ska  S en a to rs  and R ep re sen ta tive s 
S ta te  Cap ito l 
Ju n e au , AK 99801

D ear S e n a to rs  and R ep re sen ta tive s:

I am  w riting to u rge you to vo te  ag a in s t HB 297. T h is bill c om e s b e c a u se  of a 
ve ry  com p lex  law . The Hosp ita l and  N ursing Home A sso c ia tion  d id  not a s k  fo r 
th is bill a n d  is not supporting it. It is not a  law  to be ch an ged  w ithout som e 
com p reh en s ive  a n a ly s is .

T here  a re  se v e ra l re a so n s fo r you to oppose th e  bill, includ ing:

1. T here  a re  s ign ifican t f is c a l im p lications to the S ta te 's M ed ica id  b udge t if
th is  bill is app roved . Yet, th is bill re ce ived  on ly one com m ittee re ferra l,
th a t of H ESS . It sh o u ld  be re ferred to th e  F in ance  Com m ittee w here  the
com p lex  q u e s tio n s re la ting to M ed ica id  can  b e  app ropria te ly d e a lt w ith.

2. T he  growth in the co n sum e r price index and  the inflation fa c to rs u se d  in 
th e  M ed ica id  ra te se ttin g  p ro ce ss do riot support in c rea s in g  the do lla r 
th re sh o ld  for CON rev iew  from $1 m illion to $7 m illion. U sing  th e  CPI 
co u ld  po ten tia lly  in c re a se  the th re sho ld  to $2 m illion.

3. T he tim ing of the bill is not appropriate. A la sk a  ho sp ita ls a re  go ing 
th rough  s ign ifican t d e b a te  and  nego tia tion regard ing  ch a n g e s  to the 
M ed ica id  rate se ttin g  p ro ce ss . CON app rova l a s s u r e s  tha t the cap ita l 
c o s ts  a re  co n s id e red  in the rate se tting . The b a la n ce  of regu la to ry  rev iew  
an d  M ed ica id  ra te se ttin g  is an is su e  fo r a ll A la ska  ho sp ita ls .

4. A ll A la skan  ho sp ita ls  and  nursing hom es are oppo sed  to th is  bill. W ho 
d o e s  th is bill benefit?  Not the industry . Th is bill a id s  on ly one sm a ll 
sp e c ia l in te rest group .
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5. H o sp ita ls have  th e  fu ll e xp en se  of em e rg en cy  se rv ic e s , b a d  d e b ts , and 
ch a r ity  c a re  and  o ther s e rv ic e s  that are unpro fitab le  bu t n e e d e d  in the 
com m un ity . W hen pa tien ts le a ve  the hosp ita l fo r the a lle g e d ly  le s s  
e x p en s iv e  ASC , the fixed c o s ts  of the ex is tin g  fac ility  w ill b e  sp re ad  
am ong  few e r p a tien ts , in ev itab ly  in c rea s in g  the co st to o ther pa tien ts . 
CON re v iew  a llow s fo r any p rice a d va n ta g e  in d iv idua l co n sum e rs  m ay 
ob ta in  to b e  w e igh ed  a g a in s t the in c re a se d  c o s t to th e  en tire  com m un ity .

6. H ea lth ca re  m arke tp la ce  competition w orks on ly in s ta te s  w he re  cap ita ted  
an d  o ther p ro spec tive  paym en t sy s tem s  a re  con tro lling hea lth  ca re  co s ts . 
E le ven  of the s ta te s  that e lim ina ted  CON did so  in th e  mid-1980s prim arily 
in re sp o n se  to the m an aged  ca re  env ironm ent. A la sk a  d o e s  not h ave  
c ap ita te d  h ea lth ca re  p lan s, w e  have  no HMOs, and ve ry  low  m an aged  
ca re .

7. T he bill d o e s  not help to a s su re  a c c e s s  to qua lity  hea lth  c a re  for a ll 
A la sk an s .

P le a se  vo te  ag a in s t HB 297.

S in ce re ly ,

T hom as G o ld s ton  
C om m un ity  A ffa irs D irector
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L o r e n  H .  L o u n s b u r y  

International M a n a g e m e n t  G r o u p  

7 0 S  W .  6 th A v e n u e  Suite 2 0 1  

A n c h o r a g e ,  A K  9 9 5 0 1

February 14, 2000

The Honorable Fred Dyson 
Commiucc Chairman
House Health and Social Services Committee 
State Capitol, Room 104 
Juneau, AK 99801-1182

Dear Representative Dyson:

I am writing to ask you to oppose House Bill 297 and Senate Bill 195 relating to the Certificate of Need 
(CON) program. This is a complex issue that can negatively impact many rural and community hospitals 
without further thorough review.

1 have been a Director for the Providence Alaska Foundation since 1987. During this lime, I have 
participated in Providence's major health care expansion to increase medical services to all Alaskans. A 
change to the CON at this time will have long-term financial results impacting patients, local and slate 
budgets.

The current debate over the Certificate of Need is really about "cherry picking" profitable services and 
leaving community based hospitals with the non-profilablc ones. This particularly poses a threat to patients 
and community based medical centers in rural Alaska. Full-scrvice hospitals could become financially 
nonviable in a very short time, ultimately, harming to entire communities, if forced to close their doors.

The CON process allows input and assessment of a community’s need for medical facilities and equipment. 
I support a program that lias governance or oversight of proposed medical facilities and equipment. Over 
time the CON program has proven helpful in detennining what the real medical needs are in a community. 
I urge you to oppose the bills that would eliminate the CON program.

S in cere ly ,

cc: Alaska State Legislators 
Commissioner Karen Perdue 

Governor Tony Knowles
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Tanana Valley Clinic 
Administration 
1001 Noble Street 
Phone: (907)459-3548 
Fax: (907)459-3503

To: Chaimian, Rep. Fred Dyson From: Hunter Judkins, M D , President

Fax: 465-4587 Date: February 15. 2000

Phone: 465-2199 Pages: 2

Re: HESS Committee CC:

□  Urgent □  For Review □  Please Comment □  Please Reply □  Please Recycle

•Comments:

Please enter my testimony on HB297. Please feel free to contact me at (907)459-3548 if you have any 

questions.

Tanana Valley Clinic

Thank You.
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Please enter irto the record m y  testimony to the.
Q  ft "7 Comnijllcc Name

C o m m i t t e e o n  v >  C X  \ I  D a t e d  Q -

Dill / Subject

The Tanana Valley Clinic supports House Bill 297, covering new lim its for the 
Certificate of Need program. W e believe the increased competition in providing 
health care se rv ices will benefit the people of A laska. Prices for Medicaid 
sen/ices will drop when competition enters the marketplace. Tanana Valley 
C linic will continue to treat all patients who come to our clinic, a s  we have for 40 
years. Adjusting the CON limit will a llow u s to provide new se rv ices in Fairbanks

0

SIGNED: Pre _

r ) / z - V a j U ' - u  C U t / U r ^ - __________ _______________

representing 1

. tool Noble V*> tA\C c(c\'~(o I
Address/5-hone N u m b e r  ■
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DEPT. OF HEALTH AND SOCIAL SERVICES

DIVISION OF ADMINISTRATIVE SERVICES/ 
M E M O R A N D U M

TONY KNOWLES, GOVERNOR

P.O. BOX 110650 
JUNEAU. ALASKA 99811-0650 
PHONE: (907)465-3082 
FAX: (907) 465-2499

DATE:

TO:

THRU:

F R O M :

February 15,2000

SUBJECT: Alaska Certificate of Need Review Criteria

There are criteria and standards that are both used in reviewing certificate of need applications. 
Criteria are different that standards. Criteria have to do with broad review categories, such as 
"Identification of the population to be served", or the "Availability of less costly alternatives." 
Standards are more specific such as "the number of ambulatory surgical procedures allowed before 
a new services is approved", or “the utilization rate required of existing services before expansion is 
allowed. “ The current criteria for reviewing certificate of need applications come from federal law 
that has been repealed. Standards used include the Alaska State Health Plan, plans from other 
Departments such as the Division of Senior Services, National standards and standards from other 
sLUes. The State Health Plan is currently outdated and was last published in 1984. Most other 
states have updated and adopted review criteria and standards in regulation or statute. Alaska will 
be updating standards for long-term care during FY2000. Other certificate of need review criteria 
and standards need to be updated and adopted in either law or regulation.

Criteria from the Certificate of Need Application Packet:

• Relationship of services to applicable state and local health services plans.

• Relationship of services reviewed to long range development plans of the applicant.

• Documentation of need that the population servpa has for the new or expanded services and the 
extent to which underserved groups are likely to have access to those services.

• The availability of less costly or more effective alternative methods of providing the service.

• The immediate and long-term financial feasibility of the project.

• The relationship of the project to the existing health care system.

• The availabiiity of resources including manpower, management and funds to support the
service and the availability of alternative uses of such resources for other health services.

Elmer Lindstrom, Special Assistant, Department of Health &  Social Sendees 

Janet Clarke, Director, Division 

David Pierce, Certificate

06-F105LH printed on recycled papor



« The relationship of the project, including organizational relationship, to ancillary &  support 
services.

• Special needs and circumstances of individuals outside of the service area that apply to the 
project.

• Special needs and circumstances of H M O s  and members of I-IMOs.

• Special needs and circumstances of research projects.

• The probable impact of a construction project including the costs of construction, the method of
construction, and energy savings and the probable impact on the costs of providing health
services.

• The contribution of the project in meeting the health care needs of medically underserved 
groups.

• The special circumstances of health care facilities and H M O s  with respect for the need to 
conserve energy.

Review Standards from Certificate of Need Law:

Sec. 18.07.041. Standard of review for applications for certificates of need relating to non-nursing 
home beds and services.

The department shall grant a sponsor a certificate of need or modify a certificate of need that 
authorizes beds other than nursing home beds pr that is for a health care facility other than a nursing 
home if the availability and quality of existing health care resources or the accessibility to those 
resources is less than the current or projected requiiement for health services required to maintain 
the good health of citizens of this state.

Sec. 18.07.043. Standard of review for applications for certificates of need relating to nursing 
homes and nursing home beds.

(a) The department shall develop review standards for an application for a certificate of need, or 
for a modification of a certificate of need, issued under this chapter for a health care facility that is a 
nursing home or has nursing home beds.

(b) In developing the review standards under (a) of this section, the department shall consider 
whether:

(1) a public process and existing appropriate statewide, regional, and local plans were 
included in planning and designing the additional nursing home beds or the health care facility;

(2 ) the additional nursing home beds or the health care facility meets minimum required use 
rates for new nursing beds, and the effect on use rates for existing nursing home beds;

(3 ) the additional nursing home beds or the health care facility demonstrates consideration 
of the community, regional, and statewide needs for new nursing home beds;

(4 ) the additional nursing home beds or the health care facility meets the minimum number



of new nursing beds that should be required in a facility to ensure efficiency and economies of 
scale;

(5) the additional nursing home beds or the health care facility demonstrates the proposed 
service will provide a quality of care equivalent to existing community, regional, or statewide 
services;

(6 ) the additional nursing home beds or the health care facility demonstrates financial 
feasibility, including long-term viability, and what the financial effect will be on consumers and the 
state; and

(7) the sponsor has demonstrated cost effectiveness through considering the availability of 
appropriate, less costly alternatives of providing the services planned.

(c) The department shall grant a sponsor a certificate of need or modify a certificate of need that 
authorizes nursing home beds or that is for a health care facility that is a nursing home if the 
department finds that the sponsor meets the standards established in or under this chapter.
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James B. Blaslngame

P.O. Box 101338 

Anchorage. AK. 99510-1338

VIA FACSIMILE

February 14, 2000

The Honorable Fred Dyson

Chairman, House & Social Services Committee

Alaska State Legislature

State Capitol, R o o m  i 04

Juneau, AK. 99801-1182

Dear Representative Dyson:

I a m  opposed to HB-297 regarding to the Certificate of Need program. This legislation, would have a 

negative impact upon many of Alaska's community arid rural hospital facilities.

The current debate over the Certificate of Need is really about "cherry picking” many of the profitable 

services, leaving many of community based medical centers with all of the other non-profitable services.

I serve on the Governing Board of the Providence Health System in Alaska and know and understand 

the implication of what the elimination of the Certificate of Need requirements would do to all community 

hospitals. The Sisters of Providence has been in Alaska, serving Alaskans tor nearly 100 years as a 

community based hospital. They have expanded their healthcare services to include a Children's 

Hospital and Heart and Cancer Centers to eliminate the need for patients to travel to the lower 48 for 

these services.

I believe that the Legislature has a moral obligation to protect those community based hospitals for all 

services which they provide to a community. To allow other entities to move into communities to provide 

profitable medical services while leaving the community hospital with all of the unprofitable services will 

do a great harm to the delivery of medical care provided for its citizens.

The Certificate of Need process allows input of a community’s need for medical facilities, equipment and 

services arid I support a process that has a jurisdictional control over new medical facilities and 

equipment. The current process has proven to be a successful model in determining what the real 

medical needs are in a community.

Therefore I would urge you to oppose any bi'i that would eliminate the Certificate of Need Program 

Thank you for your consideration in this very important piece of legislation.

Sincerely,

cc: Governor Tony Knowles
Commissioner Karen Perdue
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C h e r y l A .  B o v v e r s

CHGHYL A. BOWERS
CERTIFIED PUBLIC ACCOUNTANT 

4101 ARCTIC 8LVD.. SUITE 2C3 

ANCHORAGE. ALASKA 09503 5702

TELEPHONE
(907)565-2901

FAX 
(907) 565-2933

February 14, 2000

Representative Fred Dysoii-CommiUee Chainnan 
House Health, Education, and Social Sendees Committee 
Alaska State Legislature 
Stale Capitol. Room 104 
Juneau, A K  99801-1182

Dear Representative Dyson:

Please be advised that I do not support either House Rill 297 nor Senate Rill 195 and 1 
respectfully request that you oppose them as well.

As a director for the Providence Health System in Alaska Service Area Board, I have had 
the privilege of seeing how the Certificate of Need program works to benefit all 
Alaskans. The elimination of this program would cause harm to rural hospitals and the 
communities which utilize their services.

Thank you for your attention to this critical matter.

Sincerely,

Cheryl A. Bowers 
CAB/sth
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P E T E R S B U R G  M E D IC A L  C E N T E R
P.O. Box 589 

Petersburg, Alaska 99833 

Phone: (907) 772-4291 

Facsimile: (907) 772-3085

February 14, 2000
Representative Fred Dyson 
State Capitol 
Juneau, AK 99801

Dear Representative Dyson,

I would like to ask for your support in defeating legislation designed to amend 
current Certificate of Need Law to allow special interests to circumvent the 
process required by hospitals and nursing homes - namely HB297,

Currently hospitals in Alaska are required to propose new capital projects 
before public scrutiny in order to determine which there is sufficient need to 
justify the project. The process is cumbersome and can be expensive, but it has 
served the purpose of allowing a regionalized approach to planning and the 
authorization of capital-intensive health care projects. I believe it has done a 
fairly good job of reducing expensive duplication of services.

Raising the threshold of reviewed projects - as proposed in H B  297 - opens the 
door to smaller projects that are designed to selectively pursue specific, 
profitable services such as ambulatory surgery, urgent care and radiology, at 
the expense of community hospitals, which are left with unprofitable services 
requiring 24-hour, seven day a week operation. This amendment will eliminate 
public scrutiny related to need and duplication of existing services for smaller 
segments of business that could financially ruin existing facilities offering full- 
service availability.

I do not believe it is the public’s best interest to manipulate the Certificate of 
Need process to allow private parties to select out the good payers and the types 
of cases that provide a profitable return. This can seriously jeopardize public 
and community hospitals, whose ability to accept all payers and keep their 
doors open 24-hours a day is dependent on that business. Leaving the 
threshold as it is assures public scrutiny of new or additional hospital-related 
projects in order to determine whether the services arc in the public's interest.

Thank you for your consideration.
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Loren H. Lounsbury 

International Management Group 

70S W. Avenue Suite 201 

Anchorage, A K  99S01

February 14, 2000

The Honorable Fred Dyson 
Committee Chairman
House Health and Social Services Committee 
State Capitol, Room 104 
Juneau, AK 99801-1182

Dear Representative Dyson:

I am writing to ask you to oppose House Bill 297 and Senate Bill 195 relating to the Certificate of Need 
(CON) program. This is a complex issue that can negatively impact many rural and community hospitals 
without further thorough review.

I have been a Director for the Providence Alaska Foundation since 1987. During this tunc, I have 
participated in Providence's major health care expansion to increase medical services to all Alaskans. A 
change to the CON at this time will have long-term financial results impacting patients, local and state 
budgets.

The current debate over the Certificate of Need is really about "cherry picking" profitable services and 
leaving community based hospitals with the non-profitable ones. This particularly poses a threat to patients 
and community based medical centers in rural Alaska. Full-scrvicc hospitals could become financially 
nonviable in a very short time, ultimately, harming to entire communities, if forced to close their doors.

The CON process allows input and assessment of a community’s need for medical facilities and equipment. 
I support a program that has governance or oversight of proposed medical facilities and equipment. Over 
time the CON program has proven helpful in determining what the real medical needs arc in a community. 
I urge you to oppose the bills that would eliminate the CON program.

Sincerely,

cc: Alaska State Legislators
Commissioner Karen Perdue 
Governor Tony Knowles
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B arbara  L . F lem ing
P O  B o x  302, Seward, A l a s k a  9 9 G G 4  ( 907)224-7186

February 14, 2 0 0 0

H o u s e  Health, Education a n d  Social Services 

Representative F r e d  D y s o n  - C o m m i t t e e  Chair 

Alaska State Legislature 

State Capitol

Juneau, A l a s k a  9 9 8 0 1 - 1 1 8 2  

D e a r  Representative D y s o n ,

I a m  writing to ask y o u  to o p p o s e  H o u s e  Bill 2 9 7  a n d  Senate Bill 195 relating to the Certificate o f  N e e d  

( C O N )  p r o g r a m .  Thi s  is a c o m p l e x  issue that c an  negatively impact m a n y  rural a n d  c o m m u n i t y  

hospitals without thorough' review. I ask that y o u  refer H B  2 9 7  to a H E S S  S u b c o m m i t t e e  w h e r e  m o r e  

dialogue a n d  solutions c a n  resolve this o n g o i n g  issue.

I h a v e  b e e n  involved wit h  P r ovide nc e Health S y s t e m  in A l a s k a  since they m o v e d  to S e w a r d  four years 

ago, D u r i n g  this time, I h a v e  served o n  the board o f  directors a n d  h a v e  b e e n  involved with m a n y  issues 

that face the rural facilities. A  c h a n g e  to the C O N  at this time will h a v e  long-term financial results 

impacting patients, local a n d  state budgets.

T h e  current debate over the Certificate of N e e d  is really about "cherry picking" profitable services a n d  

leaving c o m m u n i t y  bas e d  hospitals with the non-profitable ones. This particularly poses a threat to 

patients a n d  c o m m u n i t y  bas e d  medical centers in rural Al a s k a  a n d  in Seward. Full-service hospitals could 

b e c o m e  financially nonviable in a ver y  short time, ultimately, h a r m i n g  to entire communit ies, if forced to 

close their doors.

T h e  C O N  process allows input a n d  assessment of a c o m m u n i t y ’s n e e d  for medical facilities a n d  

equipment. I support a p r o g r a m  that has g o v e r n a n c e  or oversight o f  p r o p o s e d  medical facilities and 

equipment. O v e r  time the p r o g r a m  has proven helpful in determining w h a t  the real medical nee d s  are in a 

c o m m u n i t y .  I u r g e  y o u  to o p p o s e  the bills that w o u l d  eliminate the C O N  program.

P r o v i d e n c e  Health S y s t e m  in A l a s k a

cc: A l a s k a  State Legislators-HESS C o m m i t t e e  

C o m m i s s i o n e r  K a r e n  P e r d u e  

G o v e r n o r  T o n y  K n o w l e s
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S w a l l i n g  &  A s s o c i a t e s

C r r t l f l e J  P u l l i i  A u - iu n l- in li  & U u ila rn  Ailvurr*

February 14. 2000

House Healtli, Education and Social Services 
Representative Fred Dyson, Committee Chairman 
Alaska State Legislature 
State Capitol, Room 104 
Juneau. A K  99801-1182

Dear Representative Dyson: j
! i i
; i

I am writing to ask you to oppose House Bill 297 and Senate Bill 1̂ 5 relating to the 
Certificate of Need (CON) program. This is a complex issue that can negatively impact 
the people of Alaska.

I have been a member of the Providence Advisory Board or the Systems Area Board of 
Providence since 1986. During this time. I have seen the importance of the C O N  process, 
A  change to the C O N  at this time will have long-term financial results impacting patients, 
the local community, and local and state budgets. j

The heart of this Certificate of Need discussion is to allow health providers to offer only 
desirable and profitable sendees and leaving community based hospitals \Vith the non- 
profitable services. This poses a threat to patients and community based medical centers, 
especially those in rural Alaska. Full-service hospitals could' become financially 
nonviable in a very short time, ultimately harming entire communities, if forced to close 
their doors.

The C O N  process allows input and assessment of a community’s need, for medical 
facilities and equipment. I support a program that has governance or oversight of 
proposed medical facilities and equipment. Over time the CON program has proven 
helpful in insuring the diverse medical needs in a community are served. T uige you to 
oppose the bills that would eliminate the C O N  program.

3201 C  Slrc*l. Suite I0J 

Pli ‘>07-303.7077 • l’«» !)()7.501.7
Atldiornqc. AI rtf L  <W.503
w v .m «i 111 u}fCl>»> *.r*>m
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Dear Representative James:

I urge you to oppose HB 297 which essentially dismantles the Certificate of Need process, an important 
mechanism used by 75% of the other states across the country to help control Medicaid costs.

This is an exceptionally complex issue for a state such as Alaska, with its vast geographic size and 
distributed population centers. I urge you to intensively investigate and study llte implications of this 
measure before taking any action.

Sinceretv

Mary Ethel Ghezzi 
PO Box 71857 
Fairbanks, AK 99707
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February 10,2000

Legislative Testimony 
Rebecca S. Dean 
Fairbanks 
House Bill 297

First, I would like to express my appreciation to our Alaska Legislators who direct and constant efforts 
continue to advance and benefit the delivery the healthcare services to the citizens of our great state. Rcccm 
initiatives reflect sincere concern and understanding of the needs of the patients and the demands and 
barriers which challenge them.

As a long term Fairbanks resident by choice, 1 urge the support and ratification of HB297, The Certificate 
of Need of Process in the State of Alaska has not kept pace with the evolution of die healthcare service 
industry or with the perspective of our fellow states nationwide.

Our Certificate of Need Program was initiated in 1976 under a Federal Mandate with a focus on controlling 
undue costs and preserving budgeted dollars to support healthcare needs. These initiatives were driven by 
circumstances which have changed drastically over the past 20 plus years. Federal regulation has been 
repealed along with the Federal subsidies for the state program. Federal reimbursement regulations 
directing ceilings on health care service charge and payment structures have served to become the 
controlling mechanisms.

Since the repeal of Iho Federally mandated programs, many states have responded PROACTIVELY and 
repealed or at the very least, modified their state CON process.

The Alaska CON program needs close scrutiny and an economic evaluation. It essentially needs to be re 
evaluated to reflect appropriateness in its application for the new millennium. 14 states have modified their 
CON program to updated economic criteria which take into account inflation over the past 20 years. They 
have adapted the measurement of need criteria and methodology to lend consideration and ability to 
respond to new medical service venues as the healthcare industry makes landmark improvements in 
technology, treatment and the delivery of care.

Utah and Wyoming arc among those 14 states who have initiated modifications to (lie CON program. 
These two states in particular mirror many of the Alaska medical service delivery challenges as well as our 
current reimbursement system.

The AK CON application process requires applicants to develop significant pro forma measurements to 
ensure the viability of the prospective construction and development project. These financial pro formas, 
csrimntes, budgets, and forecast arc based upon today's value of each dollar spent. Clearly the CON 
threshold must be based upon the same criteria and be adjusted for the cost of inflation on n regular basis.

As o healthcare management professional for the past 17 years, Past President of the Alaska Medical Group 
Management Association (3 consecutive terms) and currently a National Medical Group Management 
Association National Executive Committee Representative, 1 am constantly reminded challenges are best 
responded to and resolved to success outcomes by proactive planning a rather than reactive 
ineffectiveness. As a resident and taxpayer, and healthcare consumer in the Fairbanks community and state 
of Alaska, I appeal to the committee’s direction of regulatory measures to bring our CON process up to 
date with the programs and the cost of providing healthcare services we rely upon as consumers.

Thu 1999 CON process in the Fairbanks Community accurately demonstrated the inefficiencies and a very 
high dollar cost of the current CON program barriers and limitations. The thousands of dollars expended, 
focused on data which shifted like quick sand resulting in additional costs to validate the process. These 
events have served to prevent free enterprise, prevent competition and stifle patient choice. In essence, the 
CON process has stabilized a “monopoly" of healthcare delivery business in our Fairbanks community.
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Legislative Testimony 
Rebecca S. Dean 
Fairbanks 
Mouse Bill 297

Thu 1M dollar construction and development cap with our CON process needs ‘‘dusted off" and 
economically updated with a value reflecting adjustments for inflationary changes. There are CPI and 
inflation indexes published and readily available specific for the liealthcaro industry.

$ 1M dollars will not reulislically provide for the development of a health care facility to house a complex 
medical service today. To reduce this to the simplest theory...the value of home $$ used to purchase a 
home in 1977 will certainly not provide for the replacement cost to reconstruct that home in 2000.

1 urge you Io enact, at the very least, legislation which reflects the State of Alaska’s ability to develop 
rcgulntions which arc forward focused, allowing our communities slate wide to benefit from competition 
and freedom of enterprise. The current threshold is a barrier at the current level. It escalates tire cost of 
tucdlcal projects, and consumes expansive amounts of time.

Fairbanks citizen cct from you and deserve a choice....a choice in development of business which
brings benefits tc ommunity and a choice of health care delivery services. Business development and
llio siiooort of.cdmpdiiion throughout Alaska needs to be lateral across all services...not restricted in the
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February 10, 2000

Working in a local healthcare institution and living in the Mat-Su Valley, I am concerned with House Bill 
297 currently before you. The Certificate of Need process assists in controlling unneeded health 
expenditures and minimizes excessive duplication of services for the public.

I lived and worked in the state of Arizona years ago when they did not have a certificate of need process. 
The mult of this W8S uncontrolled building with multiple duplication of services within blocks of one 
another. Numerous acute care hospitals and freestanding surgical and imaging centers were c o n s t r u c t e d .  

What was foil ro be a positive change for increasing choice for the consumer, ultimately ended in disaster 
for those consumers with insufficient or no insurance. The freestanding mediesl/elinical centers accepted 
only patients with commercial insurance, depleting these customers from the acuto care hospitals. This left 
the Medicaid, Medicare, and self-pay, and charity care customers seeking service at the hospitals with an 
insufficient ‘balance’ of commercial insurance customers to meet expenses. The r e s u l t ?  Numerous 
hospital closures, the elimination of many wonderful charity care programs and services to the community, 
and for-profit centers satisfying their stockholders. The same could happen in our community. If it does, 
many of the mission-oriented programs will be eliminated. These programs address the greater health of 
our community in many tangible ways.

Although the current Certificate of Need process in our state isn’t perfect, it’s certainly better the way it is 
than raising the threshold to S7 million or eliminating the process entirely. 1 thank you for ycnir 
consideration of my comments.

Patsy Crofford
VP, Employee Development & Resource Services 
Valley Hospital Association 
515 E. Dahlia, Palmer, AK 99645 
(907) 352-4855

?.r\'A Qb:*i non?: OT Q9.-1 ssojnosay u w n n
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HES Committee 
State Capitol
Juneau, A laska 99801-1182

February 10,2000

Gentlemen:

I am writing in opposition to HB297 which proposes to ra ise  the threshold for 
certificate of need (CON) from S1 million to $7 million. There are numerous 
reasons this bill shou ld not be passed . However, I be lie ve  the bill should be 
opposed becau se  the long-term resu lt of its p assage  would be reduced a c c e s s  to 
quality healthcare by A laskans.

First, it should be  noted that this bill represents de  facto repeal o f the CON law 
for healthcare expend itu res s in ce most se rv ices other than construction of an 
inpatient hospital can  b e  e stab lish ed  for le ss  than $7 million.

Proponents of this bill s ta te  that it will promote competition and improve 
healthcare. Such reason ing is flawed relative to the de livery of healthcare, 
because the hea lthcare market is not a free market. Law s and regulations 
require hosp ita ls to treat any patient presenting in the em ergency room. In 
addition, hosp ita ls trea t indigent patients and those covered by government 
programs (such a s M ed icare and Medicaid) which typ ically pay le s s  than 
commercial in su rance p lans. It is the margins genera ted  by commercially 
insured patients that a llow  the state's hospitals to treat the indigent c itizens of 
Alaska and those for whom  payment is highly d iscounted.

The “competition" that wou ld be fostered by this biil would b e  sub je c t to neither 
the regulations nor the m ission o f community benefit that govern most hospital 
operations. For exam p le , a group o f physicians cou ld open an ambulatory 
surgery center w ithout a CON and would, through se le c tive  self-referral, send 
commercially insured patients to their center while using the hosp ital to perform 
surgeries on patien ts for whom payment would be inadequate . It is my 
understanding that the main citizen supporter o f this bill env is ion s a sim ilar 
scenario with him a s  deve lope r of such a surgery center.

515 E. DAHLIA SI'., P.O BOX 16S7, PALMER, AK 99645 (907) 746-8600
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The resu lt of su ch  "competition" would be erosion o f the financial health of 
A laska’s  hosp ita ls, culm inating in elimination o f unprofitable se rv ice s and hospital 
c lo sures. A cce ss to the highest quality hea lthcare would then becom e 
unava ilab le to tho se  lacking the financial re sources to pay.

Do not g ive  in to the greed of certain ind iv idua ls who would profit form this 
legislation. Do not limit a c c e ss  to high quality hea lthcare se rv ice s to A laskans. 
Do not p a ss HB297.

Sincerely,

W ilson P. Patteson III 
VP- Finance
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G reater 

Fairbanks 

Community 

Hospital 

Foundation, k .

O w n e rs  o f  F a i r b a n k s  
M em o r ia l H o s jiU u l 
a n d  D an aU  C e n te r

P.O. Dox 713% 

Fairbanks, AK 99707
(907) 458-5550 
fax: (907) 458-5551

Steve Stephens 
P re s id e n t 

David D. Raslcy 
I t  I Vice P re s id e n t  

Ann Swift 
2 n d  Vice P re s id e n t  

Hirty Porter 
T re a su re r  

J o t  Faulhabcr 
Sec re tary

Ihtsfcest 
Wultcr Carlo 
Jeff Cook
William H. Doolittle, M.D. 
Roger Ftoerrftlngcr 
Andrea GcWln 
Gall Hattan 
John Hill 
Mike Kelly 
Helen Loicratton 
William W. Mendenhall 
Dave McNary 
Oulda Paden 
Richard Solfen 
Margaret Soden 
Charlea Stelnor, M.D. 
Sandra SirinKer 
William G. Strncekcr 
David Swanson 
Jeffrey Zuckcrman, M.D.
P.mcrim Mtmbvrt:
Julius A. Kornfelnd 
OA. Al Socligcr 
William R. Wood
tS n s tn en  M an ag e r)
Karen Porter

February 3,2000

Representative Tom Brice 
119 N. Cushman Street, Suite 205 
Fairbanks, AK 99701

Gm
.JTVlirC.Dear Representative Brice,

As a community hospital board member with over 35 years of 
experience In business and health planning In Alaskan communities, I 
urge you to opposa HB 297 and SB 195.

Dismantling or significantly changing the dollar thresholds 
required by the Department of Health and Social Services’ Certificate of 
Need program will have deleterious effects on the overall Medicaid 
budget and seriously Jeopardize the ability of small and mid-sized 
communities across Alaska to cost-effectively provide needed health 
services. The Certificate of Need program provides the State of A laska 
and its communities a valuable health planning tool.

Doing away with the State’s Certificate of Need program for 
health facilities provides incentives to duplicate profitable, but unneeded, 
surgical and diagnostic Imaging centers, and disincentives to address 
the large, unprofitable services provided by smaller community hospitals. 
I know of a t least five for-profit providers who are interested in providing 
redundant diagnostic imaging and ambulatory surgery services in our 
community. I know of no providers willing to address the unprofitable 
mental health, home care, and after-hour pharmacy needs of these 
communities.

These bills do not adequately address the fragile health and 
economic balances in many Alaskan communities. I respectfully ask you 
to examine the broader implications of these bills, and urge you to 
oppose SB 195 and HB 297.

Sincerety,

/ V
Harry J. Porter 
Treasurer

cc: Governor Tony Knowles
Commissioner Karen Perdue,
Department of Health and Social Services
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The certificate of need program is a planning and cost saving program designed to ensure that the Alaskan 
health care system develops in an efficient and cost-effective way and to avoid unnecessary costs to the state 
and health care consumers by precluding construction of duplicative or unnecessary projects.

CS HB 297 will increase the financial threshold for requiring a certificate of need for acute care health
facilities and medical equipment from S1,000,000 to $7,000,000. r .:•* v: irv
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G reater 

Fairbanks 

Community 

Hospital 

Foundation, inc.

Owners oj Fairbanks 
Memorial Hospital 
and Denali Center
P.O. Box 71396 
Fairbanks, AK 99707
(907) ̂ 58-5550 
fax: (907) 458-5551

Steve Stephens 
P re s id e n t  

David D. Riislcy 
i s i  Vico P re s id e n t  

Ann Swift 
2 n d  Vice P re s id e n t  

Hirry Poner 
T re a su re r  

Joe Faulhabcr 
Sec re ta ry

Trustoest 
Walter Carlo 
Jeff Cook
william H. Doolittle, M.D. 
Roger Ptocrchlnger 
Andrea Colvin 
Gail Hattan 
John Hill 
Mike Kelly 
Helen Uicratton 
William W, Mendenhall 
Dave McNaty 
Oulda Fadon 
Richard Setfcn 
Margaret Sodea 
Charles Steiner, M.D. 
Sandra Stringer 
William G. Srroccker 
David Swanson 
Jeffrey ZucVcrmnn, M.D.

Emeritus Members.'
Julius A. Kornfelnd 
O.A. Al Scoligcr 
William R. Wood

tsiutnca Manager)
Karen I’orter

February 3,2000

Representative Tom Brice 
119 N. Cushman Street, Suite 205 
Fairbanks, AK 99701
Dear Representative Brice, J v 11*.

As a community hospital board member with over 35 years of 
experience In business and health planning In Alaskan communities, I 
urge you to oppose HB 297 and SB 195.

Dismantling or significantly changing the dollar thresholds 
required by the Department of Health and Social Services’ Certificate of 
Need program will have deleterious effects on the overall Medicaid 
budget and seriously Jeopardize the ability of small and mid-sized 
communities across Alaska to cost-effectiveiy provide needed health 
services. Tha Certificate of Need program provides the S late of A laska 
and its communities a valuable health planning tool.

Doing away with the State's Certificate of Need program for 
health facilities provides Incentives to duplicate profitable, but unneeded, 
surgical and diagnostic Imaging centers, and disincentives to address 
the large, unprofitable services provided by smaller community hospitals. 
I know of a t least five for-profit providers who are interested In providing 
redundant diagnostic Imaging and ambulatory surgery services in our 
community. I know of no providers willing to address the unprofitable 
mental health, home care, and after-hour pharmacy needs of these 
communities.

These bills do not adequately address the fragile health and 
economic balances in many Alaskan communities. I respectfully ask you 
to examine the broader implications of these bills, and urge you to 
oppose SB 195 and HB 297.

Sincerely,

N >
Harry J. Porter 
Treasurer

cc: Governor Tony Knowles
Commissioner Karen Perdue,
Department of Health and Social Services



Therefore be it resolved that the majority of the Valley Hospital Association, Inc. Operating Board of 
Directors calls upon the Alaska Legislature to leave the existing Certificate of Need Laws of the State of 
Alaska unchanged. In particular, the Valley Hospital Association, Inc. Operating Board of Directors 
advises the Alaska Legislature to maintain the $1,000,000 Certificate of Need threshold currently 
recommended by the State of Alaska.

Be it resolved that the majority of the Valley Hospital Association, Inc. Operating Board of Directors 
calls upon all health care providers to join in supporting these efforts to encourage continued healthy 
discussions of health policy planning in the Mat-Su Valley, keeping in mind that all policy decisions 
should be made for the community’s greatest good.

Valley Hospital Association, Inc.

ATTEST:

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

CS HB 297 will increase the financial threshold for requiring a certificate of need for acute care health
facilities and medical equipment from 51,000,000 to S7,000,000. ~ v
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The S7.000.000 threshold will assure that major health care projects, e.g., replacement of a community 
hospital, will continue to be subject to the certificate of need requirement. *
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ANALYSIS (cont.):

Smaller projects, e.g., m a n y  pieces o f  major medical equipment or construction of s o m e  outpatient facilities 

will n o  longer require a certificate o f  need.

S h o r t  T e r m  I m p a c t s

T o  the extent that the higher threshold results in the construction o f  health care facilities w h i c h  create excess 

health care capacity in a c o m m u n i t y ,  the Medicaid program w o u l d  likely incur additional costs w h i c h  w o u l d  

not otherwise b e  incurred. T h e  impact o n  the Medicaid budget will de p e n d  o n  the location, cost, a n d  date 

n e w  projects are brought online. T h e  Department lacks sufficient detailed information about the universe of 

possible projects to provide a credible and concrete estimate of these potential costs.

L o n g  T e r m  I m p a c t s

T h e  longer-term fiscal impacts of increased health care competition in a c o m m u n i t y  are extremely difficult to 

predict. Excess capacity, w h e r e  it exists, m a y  be absorbed by population increases over time. Increased 

competition m a y  result in other cost efficiencies within the c o m m u n i t y  health system. T h e  results o f  

increased competition will likely result in different o u t comes in different communities over time. Again, the 

Department lacks sufficient community-specific information to determine the fiscal impact of these longer- 

term impacts o n  the Medicaid budget.



Jeff Cook 
458 Terrace Drive 

Fairbanks, Alaska 99712

Representative Jeannette James 
Alaska State Legislature 
State Capitol
Juneau, Alaska 99801-1182 

Dear Representative James,

I am writing to voice my opposition to House Bill 297 and Senate Bill 195 relating to the 
certificate of need (CON) program.

As the state struggles with fiscal constraints it would be unwise to eliminate the C O N  
program because of its role in limiting excess and duplicative medical infrastructure and 
the increased costs to the state through Medicaid program growth.

For over 30 years, the Greater Fairbanks Community Hospital Foundation, of which I am 
a Trustee and Executive Committee member, has developed a broad array of quality 
medical services at the lowest cost possible. In general, outpatient/ancillary services such 
as lab, radiology, surgery and pharmacy help support financially marginal services like 
mental health, general medical, emergency room, etc. The current debate over the 
certificate of need is really about cherry picking profitable services and leaving Alaskan 
hospitals with the non profitable ones. That will likely result in higher overall costs not 
lower ones as the proponents assert and financially damage community hospitals.

The C O N  process allows for an even-handed assessment of a community’s need for 
medical services. I think it has proven helpful and would strongly encourage you to 

continue the program.

Sincerely,

F e b r u a r y  4 , 2 0 0 0

Jeff Cook

Interior Legislative Delegation 
Commissioner Karen Perdue 
Governor Tony Knowles



I k
3200 Providence Drive 
P.O. Box 196604 
Ancnorage, Alas<a 
99519-6604

Tel 907.562.2211

February 9, 2000

Dear :

The Sisters of Providence have been providing health care to Alaskans since 1902 or 
nearly 100 years. W e  ask that you review the Certificate of Need issue to include House 
Bill 297 and Senate Bill 195.

Providence Health System in Alaska opposes both H B  297 and Senate Bill 195 
pertaining to the Certificate of Need process. W e  strongly believe that the Certificate 
of Need currently provides an appropriate level of review for governing health care 
facility construction in Alaska.

To dismantle the Certificate of Need program eliminates the states’ ability to look at how 
duplication of facilities may impact the quality and cost of health care available to 
Alaska’s people.

A  primary reason to retain the Certificate of Need is that Medicaid Reimbursement is tied 
to the Certificate of Need approval. In addition, the Certificate of Need provides one 
method for the State to administer and oversee Medicaid expenditures.

The current work to change the Medicaid Rate Setting affects capital costs; therefore the 
timing is not right to consider repeal the Certificate of Need. The balance of regulatory 
review and Medicaid rate setting remains an issue for all Alaskans.

Only 11 of 38 states have repealed some form of the Certificate of Need Policy with rural 
and non-managed care states such as Alaska, most adversely affected by repeal of 
Certificate of Need.

W e  respectfully request that you consider voting against the adoption of this proposed 
legislation and retain the Certificate of Need progr.im.

Sincerely,

Doug Bruce, Chief Executive



Denali C e n t e r

Fairbanks M e m o r i a l  Hospital

D enali C en te r Fairbanks M em orial H ospital
1510 19th Avenue 1650 Cowles Street
Fairbanks, AK 99701 Fairbanks, AK 99701-5998
(907) 458-5100 (907) 452-8181

Fax (907) 458-5324

February 3, 2 0 0 0

Representative Fred D y s o n  

Ala s k a  State Legislature 

Juneau, Al a s k a

H a n d  carried

D e a r  Representative Dy s o n ,

Fairbanks M e m o r i a l  Hospital &  Denali Center o p p o s e  Senate Bill 19 5  a n d  H o u s e  Bill 2 9 7  

related to the certificate o f  n e e d  ( C O N )  program, w h i c h  governs health care facility construction 

in Alaska.

O n  its face, eliminating or m o d i f y i n g  the C O N  p r o g r a m  m a y  appear to i m p r o v e  the quality o f  

heath care a n d  lower costs, but in a state with the sparse population a n d  vast geographic of 

A l a s k a’s, it will likely hav e  the reverse effect.

R o u g h l y  two-thirds o f  the states h a v e  s o m e  varying forms o f  C O N  programs, s o m e  covering all 

medical facilities (acute, outpatient, long term care, etc.) a n d  s o m e  limited to only acute care 

hospitals. W h e t h e r  C O N  laws still serve a purpose, particularly in large markets, continues to b e  

a topic o f  debate. H o w e v e r ,  data d oes exist s h o w i n g  that smaller markets are m o r e  sensitive to 

the duplication o f  infrastructure a n d  that costs m a y  ultimately rise w h e n  hospital services are 

fractured b e t w e e n  competitors.

R e v e n u e s  f r o m  m o r e  profitable services, such as surgery a n d  radiology are often u sed to support 

mission driven hospital programs. F o r  example, the Greater Fairbanks C o m m u n i t y  Hospital 

Foundation is just completing a $9,500,000 cancer center. T h o u g h  w e  are excited about offering 

this n e e d e d  service, it is not justifiable in terms o f  its financial return. T o  dismantle the C O N  

p r o g r a m  eliminates the states’ ability to look at h o w  duplication m a y  impact the quality a n d  cost 

o f  care available to A l a s k a’s communities.

Finally, oversight over potential g o v e r n m e n t  impacts because o f  increased medicaid costs w o u l d  

b e  lost. Historically, this is o n e  o f  the fundamental reasons for C O N  p r o g r a m s  a n d  m a y  be o f  

s o m e  concern for the legislature as it struggles with g r o w i n g  fiscal gaps.

W e  respectfully request that y o u  reconsidci this I ie state C O N  program.

K ick S olie , D irec to r o t c o m m u n ity  R e la tio n s

A member of Lutheran Health Systems



HB 297

Subject: H B  297
Date: T h u ,  17 F e b  2 0 0 0  0 3 : 2 5 : 3 6  E S T  

From: P i c k d a t s M e @ a o l . c o m
To: R e p r e s e n t a t i v e _ F r e d _ D y s o n @ l e g i s . s t a t e . a k . u s

D e a r  Rep. Dyson:
A s  a f e l l o w  E a g l e  R i v e r  resident, p l e a s e  v o t e  to p a s s  H B  297. T h e  s t a t e  w i l l  
o n l y  c o n t i n u e  to b e n e f i t  f r o m  a n  A m b u l a t o r  S u r g e r y  C e n t e r  w i t h  the  p a s s i n g  of 

this bill.
I a p p r e c i a t e  y o u r  time.
K i m  Pickerel, R N  
19040 T r a i l  B a y  D r i v e  
E a g l e  River, A K  9 9577 
email: P i c k d a t s m e @ a o l . c o m

of I 2/21/00 12:30 PM

mailto:PickdatsMe@aol.com
mailto:Representative_Fred_Dyson@legis.state.ak.us
mailto:Pickdatsme@aol.com


G O L D E N  VALLEY ELECTRIC A SSO C IA T IO N  IN C . PO Box 7 1 2 4 9  • F airbanks, A laska 9 9 7 0 7 -1 2 4 9  * 907-

F eb rua ry  9, 2000

R ep re sen ta tive  F red D yson 
A la ska  S ta te  L eg is la tu re  
S ta te  Cap ito l

2

I s trong ly  oppo se  H ouse B ill 297 and S ena te  Bill 195 re la ting  to the ce rtifica te  of 
n eed  (CON) program .

In A la s k a ’s  lim ited m arke t, th e se  b ills  s im p ly sh ift d em an d  from com m un ity 
ho sp ita ls  who h ave  y e a rs  o f p roven com m itm ent to th e ir com m un itie s , to out-of­
a re a  p ro v ide rs who can  d em on stra te  no com petitive p rice ad van ta g e  to A la ska  
re s id en ts . T h e se  b ills  in co n s is ten tly  trea t hea lth  p rov iders: tho se  who can  re fe r 
p a tien ts to the ir own fa c ilit ie s  v s . th o se  who canno t, ye t m u st a d d re s s  more 
com p lex hea lth  is s u e s  at th e  sam e  com petitive co st.

My exp e rien ce  c o n s is ts  of ten  y e a rs  of se rv ice  a s  a  ho sp ita l board m em ber in 
F a irb an k s and  CEO  o f one o f the la rg e s t em p lo ye rs in the Interior, ye t m y 
concern  e x te n d s  to com m un itie s  beyond  Fa irbanks. M any com m un ity ho sp ita ls  
a c ro s s  A la sk a  se rv e  a  sm a ll popu lation with 24-hour, seven-day-per-week ca re , 
w he the r p a tien ts can  pay o r not.

I strong ly  o ppo se  e ffo rts to ch e rry  pick the h igh ly p ro fitab le  hosp ita l s e rv ic e s  in 
our lim ited m arke t w ithout a  p roven reduction in the c o s t o f hea lth  ca re . I u rge 
you to oppo se  HB 297 an d  SB  195.

B est re g a rd s ,

M ichae l P. K elly 
P re s id en t & CEO

c: In terio r L eg is la t iv e  D e lega tion
C om m iss io n e r K aren  P e rd u e  
G overno r Tony K now le s



February  20 , 2000

R E :  H B 2 9 7

D e a r  Representative Dyson:

I feel the time constraints for testimony during the committee hearing on H B 2 9 7  on Thursday, February 10'1' 

were sucli that it was impossible to give full information to the committee members, especially the historical 

data.

Historical Preface
1976, Alaska Surgery Center w a s  established as a non-profit organization b y  a g r o u p  of physicians 

dissatisfied with the local hospitals because of their high fees and service. T h e  State of Al a s k a  did not 

license nor require a C O N  for an ambulatory surgical facility.

1977, First cases performed in February. E v e n  without a license, the State of Al a s k a  a n d  insurance 

c o m p a n i e s  recognized the Surgery Center as a quality, cost efficient surgical provider for their clients. 

1981, T h e  I R S  advised A S C  to c h a n g e  the tax status of the surgery center to "for profit" a n d  C O N  

process b e g a n  for replacement facility.

1983, State licensing criteria for ambulatory surgical facilities w a s  established a n d  construction beg u n  

for replacement facility, w h i c h  w e  n o w  occupy.

1984 A S C  m o v e d  to the n e w  facility. Providence Hospital submitted an offer to purchase Al a s k a  

Surgery Center.

1985, Alaska Surgery Center sold to AlternaCare Corporation.

1988, AlternaCare Corp. purchased b y  Medical Care International

1994, M edical C a r e  International purchased b y  C o l u m b i a  H C A ,  a n d  by the order of the F T C ,  the 

Alaska Surgery Center w a s  divested.

1996, HealthSouth’s purchase of Alaska Surgery Center approved b y  F T C .

1999, Request for an "expedited" C O N  review for the replacement facility denied. 95,800 patients 

have b een treated at Alaska Surgery Center since February of 1977.

During the "Health, Education &  Social Services Committee' hearing on H B  2 9 7  occurred T h u r s d a y  

February 10lh, the state hospital's special interest group representatives, administrators, a n d  e m p l o y e e s  

all appeared to speak f r o m  the s a m e  script. T h e  very s a m e  script w a s  used in 1982 w h e n  the Alaska 

Surgery Center first applied for a C O N .  I’m  afraid y o u  and your c o m m i t t e e  m e m b e r s  w e r e  left with 

•he impression that surgery centers “cherry pick or s k i m” only highly profitable surgical procedures. 

This is absolutely untrue.

Alaska Surgery Center 1999 statistics indicate the m o s t  frequently performed procedure w a s  

extraction of cataract with lens implant. O v e r  9 5 %  of the patients having this procedure p e r f o r m e d  are 

o n  Medicare. P a y m e n t  to surgery centers for Medicare patients are established b y  Health Car e  

Financing Administration. A m b u l a t o r y  surgical centers m u s t  utilize o n e  of eight p a y m e n t  groups, 

wh i c h  include all supplies and services rendered, (with the exception of s o m e  implants a n d  eye 

replacement lenses). T h e  lens reimbursement is capped at $  150 eve n  though s o m e  of the n e w e r  

mulitfocal lenses are significantly m o r e  expensive. T h e  M e d icare recipient’s co-pay at a surgery center 

is 2 0 %  of the g r o u p  rate established b y  the Federal G o v e r n m e n t .  T h e  State M e d i c a i d  p r o g r a m  is 

m a n d a t e d  to follow tin Federal p a y m e n t  groups. Hospitals are reimbursed at a h i g h e r  blended rate for 

outpatient surgical procedures and the patient is responsible for 2 0 %  of the hospitals charges, not of 

any set p a y m e n t  group. For example, cataract extraction with lens implant p a y m e n t  group is $ 1 0 0 0  at 

the surgery center, and the patient's c o - p a y m e n t  is $200. If a hospital's charge is $2000, the patient's 

c o - p a y m e n t  w o u l d  be $400. In 1 9 9 9  the A l a s k a  S u r g e r y  C e n t e r  w r o t e  o v e r  1 million dollars o r  

5 6 . 1 %  of o u r  gross billings for M e d i c a r e ,  M e d i c a i d  a n d  self pay/charity patients.
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Rep. K e m p l e n  asked m e  if the requested $7,000,000 cap w a s  sufficient to build a surgery center. I 

said I w a s  not sure because I d o  not k n o w  w h a t  m e t h o d o l o g y  the C O N  reviewers will apply. S e v e n  

million dollars w o u l d  be sufficient for just the replacement for our present facility. H o w e v e r ,  if the 

reviewers apply the s a m e  m e t h o d o l o g y  they used o n  one of the Fairbanks surgery center C O N  

applications, it w o u l d  not. T h e  project called for a surgery center o n  the first floor of a n e w  building 

with physician offices o n  the second floor. T h e  total cost of the project w a s  subject to review eve n  

though physician’s offices are not part of the C O N  statute regulations. HealthSouth plans to relocate 

four different services to the s a m e  building; the surgery center, diagnostic imaging, occupational 

medicine and physical therapy in addition to physician offices. T h e  $7,000,000 cap w o u l d  not be 

sufficient if the reviewers insist the entire cost of the project be included a n d  not just the surgery 

center as per statute. All four of these services are presently located within a 2 block area of each other 

in Anchorage.

T h e  F T C  d o c u m e n t  concerning the acquisition of the Alaska Surgery Center by C o l u m b i a / H C A  stated 

in paragraph 1 1,

“T h e  effect of the aforesaid acquisition m a y  be substantially to lessen competition in the 

relevant market in the following ways, a m o n g  others:

a. it w o u l d  eliminate actual &  potential competition . ..

b. it w o u l d  significantly increase the already high level of concentration in the 

relevant market

c. it w o u l d  eliminate M C A ’s outpatient surgery facility f r o m  the relevant market 

as a substantial, independent competitive force

d. it m a y  increase the possibility of collusion or inter-dependent coordination by 

the remaining firms in the relevant market; and

e. it m a y  d e n y  patients, physicians, third-party payers, and other c o n s u m e r s  of 

outpatient surgery services in the relevant market the benefits of free and open 

competition based o n  price, quality a n d  service.

T h e  present structure for the Alaska Surgery Center m u s t  be replaced in order to c o m p l y  with n e w  

regulations and to remain a competitive force in the A n c h o r a g e  market. T h e  intent of the C O N  w a s  to 

reduce medical costs, not limit competition. T h e  Surgery Center has been performing surgical cases 

since February of 1997 a n d  does not present “fragmentation of dilution of patient care”. W e  d o  

present competition to the hospitals. T h e  added burden of the C O N  process, coupled with our short 

season for enclosing a n e w  building, increases the costs. This, in turn, is passed o n  to the consumer. I 

strongly urge y o u  to support the passage of H B 2 9 7 .

If y o u  hav e  questions or need for further information, I can be reached at the Alaska Surgery Center, 

907-563-3327, or e-mail: lbiornst@chugach.net.

Sincerely,

Louise B j o m s t a d

Alaska M a r k e t  M a n a g e r  for HealthSouth 

4 001 Laurel St., suite 201 

Anchorage, A K  9 9 5 0 8  

( 9 0 7 ) 5 6 3 - 3 3 2 7

mailto:lbiornst@chugach.net
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C S  F O R  H O U S E  B I L L  N O .  297( )

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

T W E N T Y - F I R S T  L E G I S L A T U R E  - S E C O N D  S E S S I O N

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES JAMES. Rokeberj*, Kelt

A  B I L L

F O R  A N  A C T  E N T I T L E D

" A n  A c t  relating to the certificate of n e e d  p r o g r a m ;  a n d  p r o v i d i n g  for a n

effective date."

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  IS.07.031(a) is am en ded to read:

(a) A  p e r s o n  m a y  not m a k e  a n  expe n d i t u r e  of

(1) $ 7 . 0 0 0 . 0 0 0  [Sl.000.000j or m o r e  for a n y  o f  the following unless 

authorized u n d e r  the t e r m s  o f  a certificate o f  n e e d  issued b y  the d e p artment:

( A )  [(I)] construction o f  a health care facility that is n o t  a 

n u r s i n g  h o m e :

i I D  [i2)| alteration o f  the b e d  capacity o f  a health care facility 

that is n o t  a  n u r s i n g  h o m e : or

1 C )  [(3)] addition of a category o f  health services p r o v i d e d  b y  

a health care facility that is n o t  a  n u r s i n g  h o m e ;

(2) $1.000.000 o r  m o r e  for a n v  o f  the f o l l o w i n g  unless a u t h o r i z e d
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u n d e r  the t e r m s  o f  u  certificate o f  n e e d  issued b v  t h e  d e p a r t m e n t :

WORK D R A F T  WORK D R A FT l-L S I303 \G

( A )  c o n s t ruction o f  a  health c a r e  facility t h a t  is a  n u r s i n g

h o m e :

( B) alteration of the b e d  c a p a c i t y  o f  a h e a l t h  c a r e  facility 

that is a n u r s i n g  h o m e :  o r

f O  addition of a c a t e g o r y  of h e a l t h  services p r o v i d e d  h v  a  

health c a r e  facility that is a  n u r s i n g  h o m e .

* Sec. 2. A 5  18.07.031(c) is a m e n d e d  b y  a d d i n g  a n e w  subsection to read:

(c) In d e t e r m i n i n g  the expenditure threshold in (a) o f  this section, the 

d e p a r t m e n t  m a y  c o n sider only the estimated costs associated with the excavation, 

erection, building, alteration, reconstruction, i m p r o v e m e n t ,  extension, or  modification 

o f  the health care facility u n d e r  this chapter, a n d  the lease or p u r c h a s e  o f  e q u i p m e n t ,  

necessary furnishings, a n d  ancillary requirements for the health care facility, but m a y  

not consi d e r  the estimated costs of associated facilities s u c h  as the offices o f  health 

care professionals maintaining a private practice that are incorporated into or are m a d e  

part o f  the health care facility.

* Sec. 3. A S  18.07.1 I I is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

1 10) "nursing h o m e "  has the m e a n i n g  giv e n  in A S  08.70.180.

* Sec. 4. T h e  uncodified l a w  of the State of A l a s k a  is a m e n d e d  b y  a d d i n g  a n e w  section

[o read:

A P P L I C A B I L I T Y .  A S  18.07.031(a). as a m e n d e d  b y  sec. I of this Act. applies to a n  

activity listed in A S  18.07.031 e v e n  if a certificate of n e e d  for the activity is p e n d i n g  o n  the 

lay before the effective date o f  this Act.

* Sec. 5. T h i s  A c t  takes effect i m m c d i a t e l v  u n d e r  A S  01.10.070(c).

:S H B  297( ) -2-
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J a n u a r y  3 1 , 2 0 0 0

D ear R e p r e s e n t a t i v e :

I am a n  a n e s t h e s i o l o g i s t  in F a i r b a n k s  an d  in the M a t a n u s k a  V a l l e y  in Alaska. 
T his is a l e t t e r  in s u p p o r t  of d i s m a n t l i n g  the c e r t i f i c a t e  of n e e d  p r o c e s s  
w h i c h  c u r r e n t l y  b l o c k s  d i v e r s i f i c a t i o n  of m e d i c a l  f a c i l i t i e s  a v a i l a b l e  to 
p a t i e n t s  in Alas k a .

The c e r t i f i c a t e  of n e e d  (CN) p r o c e s s  is t h e o r e t i c a l l y  put in p l a c e  to a l l o w  
c o n s t r u c t i o n  of  m e d i c a l  " c e n t er s  of e x c e ll e n c e "  in a r e a s  w h e r e  c o m p e t i t i o n  
w o u l d  b e  d e t r i m e n t a l  to a c o m m u n i t y ' s  resources. P ro p o n e n t s  of e n f o r c i n g  the 
CN p r o c e s s  w i l l  a r g u e  that it s u p p o r t s  the s u r v i v a b i l i t y  of e x c l u s i v e  h e a l t h  
care r e s o u r c e s  to p a t i e n t  p o p u l a t i o n s  in areas that c a n n o t  s u p p o r t  two suc h  
c o m p e t i n g  e n t i t i e s .  Thi s  a r g u m e n t  is vi a b l e  in u n s o p h i s t i c a t e d  a r e as  w i t h  
m i n u t e  p o p u l a t i o n s  a n d  p o o r  i n s u r a n c e  r e m u n e r a t i o n  for the m e d i c a l  s e r v i c e s  
that a r e  r e n d e r e d  in them. T h e r e  m a y  hav e  b e e n  a time w h e n  A l a s k a ' s  
c o m m u n i t i e s  fit this d e s c r i p t i o n ,  but it has l ong s i nc e  passed.

The c e r t i f i c a t e  of n e e d  p r o c e s s  (CN) now  ser v e s  the i n t e r e s t s  of big b u s i n e s s  
only. U n l i k e  the l ower 48 states, A l a s k a  enjoys a l m o s t  z e r o - p e r c e n t  m a n a g e d  
h e a l t h c a r e  m a r k e t  p e n e t r a t i o n .  T his t r a ns l a t e s  into b i g  r e m u n e r a t i o n  for 
h e a l t h c a r e  f a c i l i t i e s  in Alas k a ;  indeed, the S t a t e  has the bes t  h e a l t h  
i n s u r a n c e  r e m u n e r a t i o n  r ates in the country. T h e s e  e x c e l l e n t  r e i m b u r s e m e n t  
rates a l l o w  P r o v i d e n c e  H o s p i t a l  and A l a s k a  R e g i o n a l  M e d i c a l  C e n t e r  to o p e r a t e  
as the m o s t  p r o f i t a b l e  hospital-, in their r e s p e c t i v e  n a t i o n w i d e  networks.

T h e s e  c a s h - r i c h  n o t - f o r - p r o f i t  f a c il i t i e s  furt h e r  e n ha n c e  their b u s i n e s s e s  by 
a c t i v e l y  w o r k i n g  to r e s t r i c t  p o t e n t i a l  c o m p e t i t o r s .  T h e  p r i m a r y  w a y  that 
p o w e r f u l  A l a s k a  h o s p i t a l s  a c h i e v e  this en d is b y  p o l i t i c a l  l o b b y i n g  for 
c o n t i n u e d  e n f o r c e m e n t  of C N  in the a reas that t h e y  do business. H e a l t h c a r e  
f a c i l i t i e s  s u c h  as P r o v i d e n c e  M e d i c a l  C e n t e r  and F a i r b a n k s  M e m o r i a l  H o s p i t a l  
are v i s c o u s  in their a n t i - c o m p e t i t i o n  b e h a v i o r s  a n d  wi l l  stop  at n o t h i n g  to 
m a i n t a i n  t h e i r  e x c l u s i v e  m a r k e t  posit i o n s .  T h e s e  b e h a v i o r s  a r e  s e l f - s e r v i n g  
and d o  n ot  s e r v e  A l a s k a ' s  c i ti z e n r y .

I a s k  y o u  to s u p p o r t  the e l i m i n a t i o n  of the c e r t i f i c a t e  of n e e d  p r o c e s s  in 
Alaska. A  v o t e  for e l i m i n a t i o n  of this p r o c e s s  is a v o t e  for e x p a n s i o n  a n d  
d i v e r s i f i c a t i o n  of the S t a t e ' s  h e a l t h c a r e  resources, a n d  h e n c e  for g r o w t h  in 
the h e a l t h  c a r e  market. A  v o t e  a g a i n s t  e l i m i n a t i o n  of the C N  p r o c e s s  is a 
vote for b i g  b u s i n e s s  a nd  w i l l  r e s u l t  in a c o n t i n u e d  h e a l t h  care m o n o p o l y  in 
A l a s k a .

If y o u  h a v e  a n y  questions, p l e a s e  do no t  h e s i t a t e  to call.

Sinc e r e ly ,

J o h n  D. Rosof f ,  MD

J o h n  D. R o s o f f  
P M 9 221
3875 G e i s t  Road, Ste. E 
F a irbanks, A K  99709 
Cell: 9 0 7 / 3 6 0 - 8 2 1 3  
V o i c e / f a x :  9 0 7 / 4 5 6 - 4 4 3 9  
p i c o b e l l a @ a o l .c o m

niAirV\ I I-H9 A K.

,.r i S u p p o r t  L e t t e r s  a n d  M e s s a g e s
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FAIRBANKS SURGERY CENTER

Subject: FAI R B A N K S  S U R G E R Y  C E N T E R  
Date: Tue, 30 Nov 1999 09:12:06 -0900 
From: "Dr. Jon Liebcrman" <jlieberman@mail,tvcclinic.com>

To: brian porter <Representative_Brian_Porter@legis.state.ak.us>

D e a r  R e p r e s e n t a t i v e  Porter:

I a m  a g e n e r a l  s u r g e o n  in Fa irbanks, A l a s k a  at T a n a n a  V a l l e y  C l i n i c.

I a m  s e n d i n g  this m e s s a g e  in s u p p o r t  of a F a i r b a n k s  s u r g e r y  c e n t e r  that 
s h o u l d  be s e p e r a t e  f r o m  F a i r b a n k s  M e m o r i a l  H o s p i t a l .  I h a v e  m a n y  
p a t i e n t s  that n e e d  to h a v e  s u r g e r y  but w i s h  to n o t  go to the h o s p i t a l  
for a m b u l a t o r y  surgery. F u r t h ermore, the p a t i e n t s  feel t hat the 
h o s p it a l  c h a r g e s  too m u c h  for t h e re  a m b u l a t o r y  s u r g e r y  service.
H e a l t h y  c o m p e t i t i o n  w o u l d  i m p r o v e  q u a l i t y  of h e a l t h  c a r e  a n d  l o w e r  

c o s t s .

T h e r e  w a s a re c en t  c o m p e t i t i o n  for a F a i r b a n k s  S u r g e r y  C e n t e r  
C e n t i f i c a t e  of Need. T a n a n a  V a l l e y  Clinic, F a i r b a n k s  S u r g e r y  Center, 
a n d  F a i r b a n k s  M e m o r i a l  H o s p i t a l  all c o m p e t e d  for this c e r t i f i c a t e .
T h e  S t a t e  c a m e  b a c k  w i t h  the d e c i s i o n  that t here w a s  no n e e d  for a 
s u r g e r y  center. T h e  F a i r b a n k s  c o m m u n i t y  k n o w s  that this is a 
p o l i t i c a l l y  m o t i v a t e d  d e c i s i o n  f a c i l i t a t e d  b y  a g g r e s s i v e  l o b b y i n g  on the 
part of the F a i r b a n k s  M e m o r i a l  H o s p i t a l  F o u n d a t i o n

I think that tie " C e r t i f i c a t e  o f  Need" p r o c e s s  w a s  an e x e r c i s e  that 
lenc the a p p e a r a n c e  of  fair play. In fact, I t h i n k  chat d e c i s i o n s  
wer e m a d e  c o v e r t l y  a n d  ar e  noc in the bes t  i n t e r e s t  of the F a i r b a n k s  

c ommunity.

S i n c e r e l y
Jo n  F. L ieberman, M.D. 
G e n e r a l  S u r g e o n  
T a n a n a  V a l l e y  C l i n i c

mailto:Representative_Brian_Porter@legis.state.ak.us
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Representative Fred Dyson 
State Capitol, Room 104 
Juneau, A K  99801-11S2

SUBJECT: Certificate of Need for Out-Patient Surgical Facilities.

Dear Representative Fred Dyson:

I am sure you are aware of the recent Certificate of Need hearings in Fairbanks 
regarding a proposal by three different entities to construct an out-patient surgical 
facility. The Tanana Valley Clinic was one of the applicants in this process. The 
certificate was denied to all of the applicants based on data which suggested that there 
was no need for such a facility. The physicians of the Tanana Valley Clinic feel that 
the data was somewhat flawed as it came primarily from records of the Fairbanks 
Memorial Hospital and may not have reflected patients who chose to have surgery 
elsewhere due to the high cost locally. We feel that a small out-patient surgical center 
would be able to offer more cost-effective services in Fairbanks. I would like to raise 
an important point for your consideration and that is that the certificate of need was 
originally established in 1976 to prevent the unnecessary duplication of high cost items 
or facilities. Based on the original limit of 1 million dollars in 1976, the increased cost 
of living would relate to a current limit of 5 million dollars. If one considered the 
increase in medical cost since 1976, the I million would relate to 7 million dollars at 
the current time. A  legislative remedy to this dollar limitation would obviate the entire 
complicated certificate of need process in regard to this proposed facility. [ would urge 
you to support legislation which we expect to be introduced which would address this
problem.

Thank you very much for your consideration.

Sincerely,

Ralph A. Wells, M.D. 
Obstetrics/Gynecology

RAW/dr

1001 Nobla Street • Fairbanks, Alaska 99701 

(907) 4S9-3S00 • FA X (907) 456-8770



Opposition to HB 297

Subject: Opposition to H B  297
Date: Mon, 7 Feb 2000 20:37:43 -0900 
From: "Jerry L. Woods" <beIIwoodbnb@juno.com>

To: Representative_Fred_Dyson @  legis.state.ak.us
CC: Representative_Joe_Green@legis.state.ak.us, Representativc_Carl_Morgan@legis.state.ak.us, 

Representative_Jim_Whitaker@legis.state.ak.us, Representative_Tom_Bricc@legis.state.ak.us, 
Representative_AllenKemplen@legis.state.ak.us,
Representati ve_John_Coghill@legis.state.ak.us, 
Representative_Jeanette_James@Iegis.state.ak.us ,

D e a r  R e p r e s e n t a t i v e :  C t,
I a m  a B o a r d  o f  T r u s t e e s  m e m b e r  a n d ^ B o a r d  T r e a s u r e r  for the W e s l e y  
R e h a b i l i t a t i o n  a n d  C a r e  C e n t e r  (WRCC) in Seward, Alaska. S e r v i n g  for the 
last t h r e e  y e a r s  In this v o l u n t a r y  p o s i t i o n  has m a d e  me k e e n l y  a w a r e  of 
the d i f f i c u l t i e s  f ac i n g  t h o s e  a g e n c i e s  w h o s e  g o a l s  and  m i s s i o n  d i r e c t  
t h e m  to s e r v e  the p u b l i c  and, in the c ase of WRCC, in a private, 
n o n - p r o f i t  s t a t u s .  Our  b o a r d  takes v e r y  s e r i o u s l y  the n e e d  to be 
l i c e n s e d  a n d  r e g u l a t e d  in the p r o t e c t i o n  of the public.

I u r g e  y o u  to v o t e  a g a i n s t  HB297. This bill w a s  i n t r o d u c e d  o n  b e h a l f  of 
a n  i n d i v i d u a l  w h o s e  C O N  a p p l i c a t i o n  was denied. T h e  h o sp i t a l  a n d  n u r s i n g  
h o m e  a s s o c i a t i o n  d i d  n o t  a s k  for this bill a n d  is not s u p p o r t i n g  it.

T h e r e  a r e  s e v e r a l  r e a s o n s  for y o u  to op p os e  the bill including:
1) T h e r e  ar e  s i g n i f i c a n t  fiscal i m p l i c a t i o n s  to the S t a t e ' s  M e d i c a i d
b u d g e t  if thi s  b i l l  is a p p r o v e d .  Yet, this bil l  r e c e i v e d  o n l y  one 
c o m m i t t e e  r e f e r r a l ,  that of HESS. It s h o u l d  be r e f e r r e d  to the F i n a n c e  
C o m m i t t e e  w h e r e  the c o m p l e x  q u e s t i o n s  r e l a t i n g  to M e d i c a i d  c a n  be 
a p p r o p r i a t e l y  d e a l t  with.
2) T h e  g r o w t h  in th e  c o n s u m e r  p r i c e  index a n d  the i n f l a t i o n  f a c t o rs  u s e d
in the M e d i c a i d  r a t e  s e t t i n g  p r o c e s s  do not s u p p o r t  i n c r e a s i n g  the d o l l a r  
t h r e s h o l d  for C O N  r e v i e w  f r o m  $1 m i l l i o n  to $7 million. U s i n g  the CP I  
c o u l d  p o t e n t i a l l y  i n c r e a s e  the t h r e s h o l d  to $2 million.
3) T h e  t i m i n g  of th e  b i l l  is not app r op r i a t e .  A l a s k a  h o s p i t a l s  a r e  g o i n g
t h r o u g h  s i g n i f i c a n t  d e b a t e  a n d  n e g o t i a t i o n s  r e g a r d i n g  c h a n g e s  to the
M e d i c a i d  r a t e  s e t t i n g  p r o c e s s .  C O N  appro v a l  a s s u r e s  that the c a p i t a l
c o s t s  a r e  c o n s i d e r e d  in the r a t e  setting. Th e  b a l a n c e  of r e g u l a t o r y  
r e v i e w  a n d  M e d i c a i d  r a t e  s e t t i n g  is an issue for all A l a s k a  h o s pi t a l s .
4) A l l  A l a s k a  h o s p i t a l s  a n d  n u r s i n g  h omes are o p p o s e d  to this bill. W h o
do e s  this b i l l  b e n e f i t ?  Not  the industry. A n d  not the public. T h i s
bill a i d s  o n l y  o n e  s mall s p e c i a l  i n t e r e s t  group.
5) H o s p i t a l s  h a v e  t h e  full e x p e n s e  of e m e r g e n c y  services, b a d  debts, a n d
c h a r i t y  c a r e  a n d  o t h e r  s e r v i c e s  t hat are u n p r o f i t a b l e  but n e e d e d  in the 
c o m m u n i t y .  W h e n  p a t i e n t s  l e a v e  the ho s p i t a l  for the a l l e g e d l y  less 
e x p e n s i v e  ASC, the f ix e d  c o s t s  of the e x i s t i n g  f a c i l i t y  w i l l  b e  s p r e a d  
a m o n g  f ewer p a t i e n t s ,  i n e v i t a b l e  i n c r e a s i n g  the co s t  to o t h e r  p a t i e n t s .
C O N  r e v i e w  a l l o w s  for a n y  p r i c e  a d v a n t a g e  i n d i v i d u a l  c o n s u m e r s  m a y  o b t a i n  
to be w e i g h e d  a g a i n s t  th e  i n c r e a s e d  cost to the e n t i r e  c ommunity.
6) H e a l t h c a r e  m a r k e t p l a c e  c o m p e t i t i o n  w o r k s  o n l y  in st a t e s w h e r e  
c a p i t a t e d  a n d  o t h e r  p r o s p e c t i v e  p a y m e n t  s y s t e m s  are c o n t r o l l i n g  h e a l t h  
c a r e  costs. E l e v e n  of th e  s t a t e s  that e l i m i n a t e d  C O N  d i d  so in the 
m i d - 1 9 8 0 ' s  p r i m a r i l y  in r e s p o n s e  to the m a n a g e d  ca r e  e n v i ro n m e n t .  A l a s k a  
d o e s  n o t h a v e  c a p i t a t e d  h e a l t h  c a r e  plans, we h a v e  no HMOs, a n d  v e r y  low 
m a n a g e d  care.
7) T h e  b i l l  d o e s  n o t  h e l p  to a s s u r e  ac c e s s  to q u a l i t y  h e a l t h  c a r e  for all 
A l a s k a n s .

Ple as e  v o t e  a g a i n s t  HB 297.

S i ncerely,

J e r r y  L. W o o d s

of 2 O p p o s i t io n  M e s s a g e s 2/8/00 11:03 At
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ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e
ASSOCIATION 

February 7,2000

Representative Fred Dyson
Chair, Health, Education and Social Services
State Capitol
Juneau, A K  99801-1182

Dear Representative Dyson:

RE: Opposition to HB 297

I am writing as the representative of the Alaska State Hospital and Nursing Home Association 
(ASHNHA). ASHNHA is an association of hospitals and nursing homes in the State of Alaska. 
With the exception of Mt. Edgecumbe Hospital, all hospitals and nursing homes belong to the 
Association. At ASHNHA's winter Board meeting on January 20, 2000, the Board voted to 
oppose the certificate of need legislation (HB 297) in favor of having the law remain as it is 
currently written.

There are several reasons I am asking you to oppose the bill. Member hospitals, trustees and 
other concerned providers will be communicating this week their opposition to this legislation. 
Since they are directly involved in the delivery of health care to your constituents, I will let them 
iterate the details. The legislation will probably not affect the smaller, rural hospitals as there is 
not enough business in these communities for additional facilities. It will affect hospitals in 
medium to large population centers.

However, my concern is with all facilities in the State. Hospitals must deliver care to all who 
come to their doors, twenty-four hours a day, whether they can pay or not. Other types of 
providers, i.e., ambulatory surgery or imaging centers do not. As so frequently happens, we get 
unintended consequences with legislation. If HB 297 passes from your committee, minimally, I 
would like to see it referred to the Finance Committee so that there might be a comprehensive 
analysis to determine what the financial effect on Medicaid would be.

As I said earlier, you will be hearing from health care professionals regarding the specifics of 
opposing the bill. (I am attaching a list of concerns they will be addressing!) If you would like to 
discuss A S H N H A’s opposition to this legislation with me, please do not hesitate to contact me.

Sincerely,

... Derr 
President/CEO

Attachment (1)
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R e a s o n s  f o r  C O N  to  b e  r e t a i n e d

1. C O N  promotes the sharing of services, especially in rural areas, where operational 
and administrative costs can threaten facility survival.

2. C O N  process can assure community access to high dollar services. The 
commitment of providers to a community mission, which built public trust, is 
being eroded by some corporate business practices, which generate profits, often 
without any community benefit.

3. C O N  assists in making the health care system more accountable to average 
residents in their communities. It is a challenge to facilitate the development of a 
responsible marketplace, one in which the sought after benefits of competition are 
realized.

4. Change to the Medicaid Rate Setting program affects capital costs; thus the timing 
is not right to change CON. The balance of regulatory review and Medicaid rate 
setting is an issue for all Alaska hospitals. Medicaid reimbursement is tied to 
C O N  approval.

5. Government is obligated to exercise sound stewardship of the public’s resources, 
much of which it controls as a payer of services.

6 . Systematic approach needs to be in place to assure that providers are not taking 
the “Cream off the top” of services provided by hospitals. Healthcare is a social 
good like safety and education, which, in a democratic society, requires intelligent 
government oversight in order to balance competing needs and priorities.

7. C O N  continues to have a role when there is an absence of ‘managed care’. There 
is not a high level of managed care in Alaska. C O N  programs around the country 
are responding to changes in the marketplace and becoming more flexible tools of 
public policy. C O N  programs need to fit each state’s policies for whatever degree 
of regulation is perceived as necessary to compensate for its market defects. In 
Alaska that means keeping C O N  review at the current $1 million dollar threshold.

8 . Marketplace competition has succeeded in some states where C O N  regulation has 
not, but this has been in states where capitated and other prospective payment 
systems are controlling health care costs by forcing providers to accept the 
financial risks associated with their economic decisions.

9. Private practicing physicians can already provide services to their own patients 
without going through C O N  review (for example the private office of radiation 
oncologists providing radiation therapy to patients in a community; or radiologists 
who purchase MRI units, CT scanners or other radiology services).



10. Final rules issued in November 1999 to Stark amendment now provide 
opportunities for physicians in rural areas to enter in some joint venture 
arrangements with hospitals without violating self- referral guidelines.

11. Inflation is not a good reason to increase the dollar threshold. There arc several 
examples of equipment that is less expensive today than when the threshold was 
increased to $ 1  million.

12. C O N  review has the ability to facilitate the development of a responsible 
marketplace, one in which the desired benefits of competition and real value in 
health care are realized.

13. C O N  is way for the State to control Medicaid expenditures.

14. 11 of the states that eliminated C O N  did so in the mid 1980’s in response to the 
managed care environment.

15. According to the American Health Planning Association’s January 1999 data 75% 
of the States had some form of C O N  review.



Denali Center
Fairbanks M e m o r i a l  Hospital

D enali C en te r
1510 19th Avenue 
Fairbanks, AK 99701 
(907) 458-5100

Fairbanks M em orial H ospital
1650 Cowles Street 
Fairbanks, AK 99701-5998 
(907) 452-8181 
Fax (907) 458-5324

February 3, 2000

Representative Fred Dyson 
Alaska State Legislature 
Juneau, Alaska

Hand carried

Dear Representative Dyson,

Fairbanks Memorial Hospital &  Denali Center oppose Senate Bill 195 and House Bill 297 
related to the certificate of need (CON) program, which governs health care facility construction 
in Alaska.

On its face, eliminating or modifying the CON program may appear to improve the quality of 
heath care and lower costs, but in a state with the sparse population and vast geographic of 
Alaska’s, it will likely have the reverse effect.

Roughly two-thirds of the states have some varying forms of CON programs, some covering all 
medical facilities (acute, outpatient, long term care, etc.) and some limited to only acute care 
hospitals. Whether C O N  laws still serve a purpose, particularly in large markets, continues to be 
a topic of debate. However, data does exist showing that smaller markets are more sensitive to 
the duplication of infrastructure and that costs may ultimately rise when hospital services are 
fractured between competitors.

Revenues from more profitable services, such as surgery and radiology are often used to support 
mission driven hospital programs. For example, the Greater Fairbanks Community Hospital 
Foundation is just completing a $9,500,000 cancer center. Though we are excited about offering 
this needed service, it is not justifiable in terms of its financial return. To dismantle the C O N  
program eliminates the states’ ability to look at how duplication may impact the quality and cost 
of care available to Alaska’s communities.

Finally, oversight over potential government impacts because of increased medicaid costs would 
be lost. Historically, this is one of the fundamental reasons for CON programs and may be of 
some concern for the legislature as it struggles with growing fiscal gaps.

We respectfully request that you reconsider this legislatiopymckcontinue the state C O N  program.

Mike Powers, Administrator Rick Solie, TDirector of Community Relations

A member of Lutheran Health Systems
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A l a s k a  S t a t e  L e g i s l a t u r e
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I ’ m h e r e  bec a us e  I  o b je c t  to Mr. C o g h i l l ’s proposed  changes  -  in sp ite  
o f  w hat he  cla ims, I  f in d  th e m  extrem ely  m ean-sp ir ited .

I n  a  s tate  with 4 . 7 %  unem ploym ent I  f in d  it s ig n if ica nt  tha t  over 2 7 %  
o f  t h o s e  who are em p loy e d  are governm ent workers - c ity , b o r o u g h , 
s ta te  federal - virtually a ll o f  whom have th e  best  b e n e f it  packages 
im a g in a b le  (and  I  be liev e  our legislators are in c lu d e d  in th e  state  
b e n e f it s ;)  t h e n  we have at least another  1 9 %  o f  workers who are n o n ­
res ide nts  (m ost o f  those  do  not have th e ir  fam ilie s  here in A laska with 
t h e m ;)  th a t  leaves a b o u t  4 9 %  o f  us e m p loy e d  in t h e  private sector  - 
m any  o f  whom have e ith e r  no insurance at all or inade qua te  insurance 
b e c a u s e  it's hard  for  small businesses to  f in d  a f f o r d a b le  h e a lth  plans.

M y  p o in t  is, D e n a l i  K id  Care  is a program th a t  m eets t h e  needs  o f  
m id d le  incom e  fam ilies  tha t  are struggling  to make it -  th e r e  is no th in g  
like u n fo r e s e e n  m ed ica l b ills  to blow apart your b u d g e t  and  s e n d  you 
sp ira ling  into  d e b t .  W it h o u t  a d e q ua te  h e a lth  insurance coverage , 
working fam ilie s  put o f f  go ing  to  the ir  fam ily  doctors fo r  preventive 
h e a lt h  care and/or less serious illnesses - th is  puts them  a t  risk o f  
e n d in g  u p  in t h e  em ergency  room or hosp ita l with h ug e  m ed ic a l b il ls  t h a t  
can take m onths  if  not years to pay o f f  -  th is  a ffe c ts  t h e  doctors A  
h osp ita ls  who render services the y  e ithe r  d o n 't  g e t  pa id  for  a t  all or 
t h e y  e x t e n d  credit for so long th a t  it  costs the m  m ore to  s e n d  o u t  t h e  
b il ls  th a n  to ju s t  write o f f  t h e  balances. T h is  is cost s h if t in g  o f  t h e  
m os t  e x p e ns iv e  kind s ince  intervention can o ft e n  prevent m ore serious 
m e d ic a l  cond it ions  from  deve lop ing .

T h e  proposa l to  reduce th e  incom e q u a lif icat ion  to 4 6 6 % -o f  th e  poverty 
level will e l im inate  a  s ig n if ica nt  num ber o f  ch ildren  and  pregnant women 
fr o m  t h e  D e n a l i  K id  Care program. Mr. C o g h i l l  claims it  will save t h e  
state  M e d ic a id  office up to $ 1 9  m ill ion  dollars eventually  -  how m uch  o f  
t h a t  will b e  s h if t e d  over to th e  family practitioners as unpa id  b il ls  fo r  
services an d  how m uch will th e  hospita ls  in A laska have to abs orb  in

FEB_-08-00 TUE 0 4 :4 5  PM HOMER LIO FAX NO. 11 P. 0 2 /0 3



FE B -08-00 TUE 0 4 :4 5  PH HOHER LIO

3jT- 739f hr* 
J l s ' ' & / J 7

FAX NO. 11 P. 0 3 /0 3

3 o ^ 3

u n p a id  o u tp a t ie n t  an d  inpat ient  costs? I  think th e  im pact will be  
s ig n if ic a n t .

I  h ave  read  everything  g iven  to  m e by t h e  L . I . O .  th is  morning a nd  I  
part icu larly  take o f fe n s e  a t  t h e  inserted artic le  from  t h e  W a ll  sStreet 
J o u r n a l with its quotes  from  th e  H e r it a g e  Fo u n d a t ion . I t ' s  my op in ion  
t h a t  Mr. C o g h i l l  is trying to m aintain  his conservative credentia ls  on th e  
backs o f  th o s e  in t h e  h ea lthcare  industry and  by v ict im iz ing  t h e  least 
vocal a n d  least powerful res idents o f  th is  state. W h y  not go  after  th a t  
27% o f  t h e  w orkforce who e n jo y  t h e  m ost liberal a n d  luxurious b e n e f it  
packages av a ila b le?  W h y  not g o  after  tha t  1 9 %  who earn m oney  in 
A laska and  take virtually all o f  it  O u t s id e  to b e n e f it  the ir  h o m e  state  
e c o n om ie s ?  W h y  hasn't' A laska come to terms with th e  d ire  n e e d  for  
S ta te -w id e  h e a lth  insurance for  every sing le  one o f  its res idents?  I f  
Mr. C o g h i l l  pu t  h is energy  into a plan where everyone who worked in th is  
state  c o n tr ib u te d  to a state  insurance policy the n  a ll o f  us w ould have 
equa l access to  h e a lth c a r e  a n d  a s ign if ica nt  num ber o f  tho se  who are 
now e l ig ib le  fo r  D K C  w ould not require it  s ince th e ir  working parent 
w ould have adequate, a f f o r d a b le  h ea lth  insurance.

M r. C o g h i l l  says h e  d o e s n 't  th ink  it is t h e  governm ent t h a t  s h o u ld  supply  
t h e  so lu t ion  fo r  t h e  peop les 's  hea lthcare  needs  b u t  to m e t h a t  is on e  o f  
gov ernm ent's  prim e d irect ives  -  to insure th e  h e a lt h ,  edu c a t io n  and  
w e ll-b e in g  o f  its c it izens. A t  th is  po int , with th e  Fe d e ra l Go v e rn m e n t  
c o ntr ibut ing  7 2 %  o f  t h e  cost, it  is a bargain for  th e  state o f  A laska to 
p rotect  t h e  h e a lth  & w elfare o f  its y oungest c it izens -  th e y  are our 
future  a n d  deserve  to b e  tre ated  like t h e  assets they  are.

P lease d o  not  cons ider  Mr. C o g h il l 's 's  proposal but  p lease d o  th in k  a b o u t  
what it  will take to make sure th a t  a ll Alaskans have the ir  h ea lth c a r e  
needs  covered .

7 o 7 - c P i r -  7  3 7 /
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/ A l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4107 Laurel Street • Anchorage, Alaska 99508 • (907) 562-0304 • (907) 551-2063 (fax)

February 10, 2 0 0 0

Honorable Fred D y s o n  

State o f  Alaska 

H o u s e  o f  Representatives 

State Capitol, R o o m  104 

Juneau, Alaska 99801-1182

R E :  H B  297 —  Certificate o f  N e e d

D e a r  Representative Dyson:

T h e  Alaska State Medical Association ( A S M A )  represents Alaska’s patients and the 

physicians w h o  care for them.

A S M A  w e l c o m e s  the opportunity to provide y o u  with testimony regarding H B  297. Simply 

put, A S M A  supports H B  297, w h i c h  changes the “trigger point” f r o m  SI million to $7 

million, that activates the certificate of need process.

A S M A  has had policy since the early 1980s calling for repeal of the certificate of need 

process. But, until diat is practicable, the policy supports the increase in the “nigger point.”

A S M A  again thanks y o u  for this opportunity and urges that y o u  support H B  297.

Sincerely,

B Y :  Peter Lawrason, M D ,  President

F O R :  Alaska State Medical Association 

cc: H o u s e  H E S S  M e m b e r s

JJJ/kms
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Paul Allan 
Fairbanks, AK

February 9 ,2000

Alaskan Legislator  
State Capitol 
Juneau, A K  99801

Dear Legislator:

I w ould like to express my opposition to the passage o f  Senate B ill 195 and H ouse B ill 297 .

Eliminating the Certificate o f  N eed  (CON) program w ill raise the cost o f  quality Healthcare for most 
Alaskans as w ell as increasing the the cost to the state through M edicaid program growth. In the past the 
CON process has helped to eliminate the duplication o f  services and excess medical programs and facilities.

I strongly recom m end that you  defeat these two bills.

Sincerely,

Paul Allan
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February 9 , 2000

Representative 
State Capitol 
Juneau, AK 99801 -1182

RE: Opposition to HB 297

DearRepre itative:

I would like to voice my opinion and strongly urge you to vote a ja inst House Bill 297 . I 
jo in  our local hospital and the nursing home association who ar<> not supporting it and who 
did not request this bill.

Please carefully con sider some o f the reasons fo r this opposition:

e Impc taut fiscal implications to the Alaska state Medicaid budget, if approved. I
believe this is a matter fo r the Finance Committee to deal with.

•  Increasing the d >llar threshold for CON review by $6 million is not supported by the 
consumer price Index and inflation data fo r the Medicaid ra tt setting process.

•  Timing o f the bi II is inappropriate due to changes in the Met Icaid rate setting process.
•  This b ill only helps one small special interest group; it does not benefit the industry.
•  CON review a llo irs for any price advantage individual consumers may obtain to be 

compared againrf increased cost to our entire community. A reminder too that Alaska 
does not have capitated health care plans, no HMO’s and verf low managed care.

My concern is for continuous quality health care fo r Alaskans. Nut permitting this bill to 
pass will help in assuring that quality health care continues.

Please cast your vote against HB 297 . Thanks fo r listening.

KARL H. SANFORD
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February 9,2000

State Representative 
State Capitol 
Juneau, SK 99801-1182

RE: House Bill #297

Dear Representative:

VOTE JIGfllHST THE PASSAGE OF HOUSE BILL 297.

I join our community, our Alaskan hospitals, our nursing home association, and all concerned Alaskans who 
seek medical care in our state, in emphasizing the need for your vote against House Bill 297. I urge you to 
look closely at Medicaid rate setting if this hill should be permitted to pass, look closely at the structure and 
services of our hospital* in the state, look closely at what group this bill ac ually benefits.

I feel confident that yoir careful review and opinion will consider the seriois consequences of House Bill 
297. Please cast your vote against its passage.

From a voting Alaskan, 1 appreciate your time in listening, and considering my opinion.

Sincerely,

Helen M.. LeFever

2942 Glenwood Drive 

North Pole, Alaska 99705-6713
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F e b r u a r y  9, 2000

R e p r e s e n t a t i v e
A l a s k a  S t a t e  L e g i s l a t u r e
S t a t e  C a p i t o l
J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2

D e a r  R e p r e s e n t a t i v e :

T h e  o p p o s i t i o n  o f  S e n a t e  B i l l  1 9 5  a n d  H o u s e  B i l l  2 9 7  i s  n e c e s s a r y .

A l l  A l a s k a n s  d e s e r v e  q u a l i t y  m e d i c a l  c a r e .  E l i m i n a t i n g  t h e  CON  
p r o c e s s  w o u l d  g r e a t l y  j e o p a r d i z e  t h i s  c a r e .  T h e  CON p r o v i d e s  a  c h e c k s  
a n d  b a l a n c e  s y s t e m  t h a t  a l l o w s  t h e  s t a t e  t h e  o p p o r t u n i t y  t o  d e t e r m i n e  
t h e  n e e d  f o r  n e w  m e d i c a l  f a c i l i t i e s .  T h e  e l i m i n a t i o n  o f  t h i s  p r o c e s s  
w o u l d  c e r t a i n l y  b r i n g  a b o u t  d u p l i c a t e  s e r v i c e s ,  i n c r e a s i n g  m e d i c a l  
c o s t s  a n d  d e c r e a s i n g  q u a l i t y  c a r e .

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

T h a n k  y o u  f o r  y o u r  t i m e .

S i n c e r e l y ,

C a r o l  M e y e r



Fsb-09-00 01:06pm From-DATELIflE COPIES 9074748056 7-222 P. 03/04 F-:

Jon Lundquist 
Fairbanks, AK 99712

February 9,2000 

Senator
Alaska State Senate 
State Capitol Building 
Juneau, AK 99801-1182

Dear Senator: :

This letter expresses my opposition to Senate Bill 195 and House Bill 297, both 
relating to the Certificate of Need (CON) program. Deletion of the CON 
program would result in increased costs to the State of Alaska through increases 
in the growth of the Medicaid program.

The CON program in the past has helped to eliminate excess and duplication of 
medical programs and facilities. Currently ancillary services such as outpatient 
services, pharmacy, lab, radiology and outpatient surgery help to offset 
financially marginal services like mental health, emergency room services and 
general surgery. Without the CON program in place other entities will be able to 
"cherry-pick” the profitable services, leaving the Alaskan hospitals responsible for 
the least profitable, thereby resulting in higher overall costs and financially 
damaging community hospitals.

The CON program has proven helpful to Alaskan community hospitals in the past 
and I urge you to continue this valuable program.
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Date: Tue, 1 Feb 2000 19:02:06 E S T  ' ~

From: Picobella@aol.com
To: Representative_Alan_Austerman@legis.state.ak.us, 

Representative_Sharon_Cissna@legis.state.ak.us, 

Representative_Gary_Davisi@Iegis.state.ak.us, 

Representative_Andrew_Halcro@legis.state.ak.us,

Representative_Mary_Kapsner@legis.state.ak.us, Representative_Pete_Kott@legis.state.ak.us, 

Representati ve_Lisa_Murkowski@legis.state.ak.us, 

Representative_Jerry_Sanders@legis.state.ak.us, 

Representative_Ramona_Barnes@legis.state.ak.us, 

Representative_John_Coghill_Jr.@legis.state.ak.us,

Representative_Fred_Dyson@legis.state.ak.us, Representative_John_Harris@legis.state.ak.us,

Representative_Allen_Kemplen@legis.state.ak.us,

Representative_Beverly_Masek@legis.state.ak.us,

Representative_Scott_Ogan@legis.state.ak.us, Representative_HaI_Smalley@legis.state.ak.us, 

Representative_Ethan_Berkowitz@legis.state.ak.us, 

Representative_John_Cowdery@legis.state.ak.us, 

Representative_Richard_Foster@legis.state.ak.us,

Representati ve_Bill_Hudson@legis.state.ak.us,

Representative_Beth_Kerttula@legis.state.ak,us, 

Representative_Carl_Morgan@legis.state.ak.us, 

Representative_Gail_PhilIips@legis.state.ak.us, 

Representative_Gene_Therriault@legis.state.ak.us,

Representative_Tom_Brice@legis.state.ak.us, Representat.ve_Eric_Croft@legis.state.ak.us,

Representative_Joe_Green@legis.state.ak.us,

Representative_Jeannette_James@legis.state.ak.us,

Representative_Vic_Kohring@legis.stale.ak.us, Representative_Carl_Moses@legis.state.ak.us, 

Representati ve_Brian_Porter@legis.state.ak.us, 

Representative_Jim_Whitaker@legis.state.ak.us,

Representative_Con_Bunde@legis.state.ak.us, Representati ve_John_Davies@legis.state.ak.us,

Representative_Ben_Grussendorf@legis.state.ak.us,

Representative_Reggie_Joule@legis.state.ak.us,

Reprcsentative_AI_Kookesh@legis.state.ak.us,

Representative_Eldon_Mulder@Iegis.state.ak.us,

Representative_Norman_Rokeberg@legis.statc.ak.us,

Representative_Bill_Williams@legis.state.ak.us

J o h n  D. R o s o f f  
PMB 221
3875 G e i s t  Road, Ste. E 
Fairbanks, A K  99709 
Cell: 9 0 7 / 3 6 0 - 8 2 1 3  
V o i c e / f a x .  9 0 7 / 4 5 6 - 4 4 3 9  
p i c o b e l l a @ a o l .c o m

J a n u a r y  31, 200 0

De a r  R e p r e s e n t a t i v e ;

I a m  a n  a n e s t h e s i o l o g i s t  in  F a i r b a n k s  a n d  in the M a t a n u s k a  V a l l e y  in A l as ka .
Th i s  is a l e t t e r  :n s u p p o r t  of d i s m a n t l i n g  the c e r t i f i c a t e  of n e e d  p r o c e s s  
w h i c h  c u r r e n t l y  b l o c k s  d i v e r s i f i c a t i o n  of m e d i c a l  f a c i l i t i e s  a v a i l a b l e  to

(no subject) jP^-f -/'///5 / V  M y
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(no subject)

The  c e r t i f i c a t e  of n e e d  (CN) p r o c e s s  is t h e o r e t i c a l l y  p u t  in p l a c e  to a l l o w  
c o n s t r u c t i o n  of  m e d i c a l  "ce nt e r s  of e x c e l l e n c e "  in a r e a s  w h e r e  c o m p e t i t i o n  
w o u l d  be d e t r i m e n t a l  to a c o m m u n i t y ' s  r e so urc es . P r o p o n e n t s  of e n f o r c i n g  the 
C N  p r o c e s s  w i l l  a r g u e  that it s u p p o r t s  the s u r v i v a b i l i t y  o f  e x c l u s i v e  h e a l t h  
c a r e  r e s o u r c e s  to p a t i e n t  p o p u l a t i o n s  in are as  that c a n n o t  s u p p o r t  two s u c h  
c o m p e t i n g  e n t i t i e s .  T h i s  a r g u m e n t  is v i a b l e  in u n s o p h i s t i c a t e d  a r e a s  w i t h  
m i n u t e  p o p u l a t i o n s  a n d  p o o r  i n s u r a n c e  r e m u n e r a t i o n  fo r the m e d i c a l  s e r v i c e s  
that a r e  r e n d e r e d  i n  them. T h e r e  m a y  ha v e  b e e n  a ti m e  w h e n  A l a s k a ' s  
c o m m u n i t i e s  fit this d e s c r i p t i o n ,  b u t  it ha s l on g  s i n c e  pass ed .

T h e  c e r t i f i c a t e  of n e e d  p r o c e s s  (CN) n o w  s e r v e s  th e i n t e r e s t s  of b i g  b u s i n e s s  
only. U n l i k e  the  l o w e r  48 states, A l a s k a  e n j o y s  a l m o s t  z e r o - p e r c e n t  m a n a g e d  
h e a l t h c a r e  m a r k e t  p e n e t r a t i o n .  Th i s  t r a n s l a t e s  i nto b i g  r e m u n e r a t i o n  for 
h e a l t h c a r e  f a c i l i t i e s  i n  A l a s k a ;  indeed, th e S t a t e  ha s the b e s t  h e a l t h  
i n s u r a n c e  r e m u n e r a t i o n  r a t e s  in the country. T h e s e  e x c e l l e n t  r e i m b u r s e m e n t  
r a t e s  a l l o w  P r o v i d e n c e  H o s p i t a l  a n d  A l a s k a  R e g i o n a l  M e d i c a l  C e n t e r  to o p e r a t e  
as the m o s t  p r o f i t a b l e  h o s p i t a l s  in their r e s p e c t i v e  n a t i o n w i d e  n e t w o r k s .

T h e s e  c a s h - r i c h  n o t - f o r - p r o f i t  f a c i l i t i e s  f u r t h e r  e n h a n c e  t h e i r  b u s i n e s s e s  by  
a c t i v e l y  w o r k i n g  to r e s t r i c t  p o t e n t i a l  c o m p e t i t o r s .  T h e  p r i m a r y  w a y  that 
p o w e r f u l  A l a s k a  h o s p i t a l s  a c h i e v e  this e n d  is b y  p o l i t i c a l  l o b b y i n g  for 
c o n t i n u e d  e n f o r c e m e n t  of C N  in the a r e a s  tha t t h e y  do  b u s i ne ss . H e a l t h c a r e  
f a c i l i t i e s  s u c h  as P r o v i d e n c e  M e d i c a l  C e n t e r  a n d  F a i r b a n k s  M e m o r i a l  H o s p i t a l  
a r e  v i s c o u s  in t h e i r  a n t i - c o m p e t i t i o n  b e h a v i o r s  a n d  w i l l  s t o p  at n o t h i n g  to 
m a i n t a i n  t h e i r  e x c l u s i v e  m a r k e t  p o s i t i o n s .  T h e s e  b e h a v i o r s  a r e  s e l f - s e r v i n g  
a n d  d o  n o t  s e r v e  A l a s k a ' s  c i t i z e n r y .

I a s k  y o u  to s u p p o r t  the e l i m i n a t i o n  of the c e r t i f i c a t e  of n e e d  p r o c e s s  in 
Alask a. A  v o t e  for e l i m i n a t i o n  of this p r o c e s s  is a v o t e  for e x p a n s i o n  a n d  
d i v e r s i f i c a t i o n  of th e S t a t e ' s  h e a l t h c a r e  reso urc es , a n d  h e n c e  for g r o w t h  in 
t he  h e a l t h  c a r e  m a r k e t .  A  v o t e  a g a i n s t  e l i m i n a t i o n  of the C N  p r o c e s s  is a 
v o t e  for b i g  b u s i n e s s  a n d  w i l l  r e s u l t  in a c o n t i n u e d  h e a l t h  c a r e  m o n o p o l y  in 

A l a s k a .

If y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  d o  no t h e s i t a t e  to call.

S incerely,

J o h n  D. R os of f, M D

p a t i e n t s  in A l a s k a .
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IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y - F I R S T  L E G I S L A T U R E  - S E C O N D  S E S S I O N

BY

O ffered:
Referred:

Sponsor's): R E P R E SE N T A T IV E S JA M E S , R okeberg, Kott

A  B I L L

F O R  A N  A C T  E N T I T L E D

" A n  Act relating to the certificate of need program; and providing for an

effective date."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. A S  18.07.031(a) is amended to read:

(a) A  person m a y  not make an expenditure of

(1) $7.000.000 [S 1.000.000] or more for any of the following unless 

authorized under the terms of a certificate of need issued by the department:

(A) [(1)| construction of a health care facility that is not a 

nursing h o m e ;

t ID [(2)] alteration of the bed capacity of a health care facility 

that is not a nursing h o m e: or

( O  [(3)] addition of a category of health services provided by 

a health care facility that is not a nursing home;

(2) $1.000.000 or m o r e  for anv of the following unless authorized
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* Sec. 2. A S  18.07.031(c) is amended by adding a new subsection to read:

(O In determining the expenditure threshold in (a) of this section, the 

department m a y  consider only the estimated costs associated with the excavation, 

erection, budding, alteration, reconstruction, improvement, extension, or modification 

of the health care facility under this chapter, and the lease or purchase of equipment, 

necessary furnishings, and ancillary requirements for the health care facility, but may 

not consider the estimated costs of associated facilities such as the offices of health 

care professionals maintaining a private practice that are incorporated into or are made 

part of the health care facility.

* Sec. 3. A S  18.07.111 is amended by adding a new paragraph to read:

* Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section

A P P L I C A B I L I T Y .  A S  18.07.031(a). as amended by sec. I of this Act, applies to an 

activity listed in A S  18.07.031 even if a certificate of need for the activity is pending on the 

day before the effective date of this Act.

* Sec. 5. This Act takes effect immediately under A S  01.10.070(c).

1 10) "nursing home" has the meaning given in A S  08.70.180.

to read:
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A M E N D M E N T

In: House (HES) To: C S  H B  297(HES) 1 -LSI303/D

Chenowetli/Lautherbach 2/8

Section 1, Page 2 line 6 through line 7 delete:

( C  ) addition of a category of services provided by a health care facility that is a nursing home. 

Section 2, Page 2, lines 8-16, delete all material and renumber remaining sections accordingly.
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Sponsor Statement

HB 297, Certificate of Need Program
2/3icJ

I have introduced HB297 to amend the certificate of need program. This law was first enacted 
in 1976. At that time, the Federal government required all states to have a CON program. The 
process was intended to keep down health care costs by limiting construction of health care 
facilities and the acquisition of expensive medical equipment. The Federal government 
determined that the law did not produce the desired results and repealed their law in 1982.

Fourteen states have repealed their certificate of need laws. Most of these states have also 
placed a moratorium on the construction of long term care beds. Two states have CON laws 
that pertain only to long term care facilities. Legislation repealing and amending CON laws are 
being considered in many states.

The Federal Trade Commission has conducted studies on the effects of state certificate of 
need laws. They have found that government restrictions on competition are a major source of 
consumer injury and CON laws actually cause higher health care costs. It is also interesting to 
note that the FTC recognized the need for competition in the Anchorage health care market in 
a 1994 antitrust ruling against Columbia/HCA. Their ruling prevented what they called "the 
probability of collusion among remaining sources of outpatient surgery and could, therefore, 
deny patients and others the benefits of competition based on price, quality and service for 
outpatient surgery services in Anchorage."

As we have found with other government created monopolies, the consumer seems to be the 
one who suffers. Restricting competition prevents the benefits that can be derived from new 
and innovated ways.

S P O N S O R  S T A T E M E N T



Alaska's certificate of need law was amended in 1983 to establish a threshold of one million 
dollars on intended capital expenditures before a CON was necessary. The bill I have 
introduced will increase that threshold to seven million dollars. While I favor eventual complete 
repeal of the law, I think this will be a very valuable step in that direction. This will allow for 
competition in our health care industry in those areas where sufficient needs exist. Although 
they will try to tell you otherwise, this competition will not injure existing providers. It will make 
them better and all Alaskans will benefit.

It is my intent that this change in the law would not affect in anyway the requirement for a 
certificate of need for the construction or acquisition of long term care facilities.


