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considering the availability of appropriate, less costly alternatives of providing the
services planned.

(¢©) 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.
* Sec. 6. AS 18.07.071(b) is amended to read:

(b) The department may grant a sponsor a temporary certificate for the
temporary operation of a category of health service if the sponsor shows by affidavit
or formal hearing

(1) the necessity for early, immediate, or temporary relief; and
(2) adverse effect to the public interest by reason of delay occasioned
by compliance with the requirements of AS 18.07.043 [AS 18.07.041, 18.07.043,] and
application procedures prescribed by regulations under this chapter.
* Sec. 7. AS 18.07.071(c) is amended to read:

(c) A temporary certificate granted under (b) of this section does not confer
vested rights on behalf of the applicant. The department shall impose those special
limitations and restrictions concerning duration and right of extension that the
department considers appropriate. A temporary certificate may not be granted for a
period longer than necessary for the sponsor to obtain review of the action certified by
the temporary certificate under AS 18.07.051. Application for a certificate of need
that will be reviewed under AS 18.07.043 [AS 18.07.041 OR 18.07.043] must
commence within 60 days after [OF] the date of issuance of the temporary certificate.

* Sec. 8. AS 18.07.081(c) is amended to read:

© A certificate of need shall be suspended if an accusation is filed before the
commencement of activities authorized under AS 18.07.043 [AS 18.07.041 OR
18.07.043] that charges that factors upon which the certificate of need was issued have
changed or new factors have been discovered that significantly alter the need for the
activity authorized. A suspension of a certificate may not exceed 60 days. At the end

of this period or sooner, the department shall revoke or reinstate the certificate.

5 CSHB 407( )
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* Sec. 9. AS 18.07.081(d) is amended to read:
(d) A certificate of need may be revoked if
(1) the sponsor has not shown continuing progress toward

commencement of the activities authorized under AS 18.07.043 within [AS 18.07.041
OR 18.07.043 AFTER] six months after the date of issuance of the certificate:
(2) the applicant fails, without good cause, to complete activities

authorized by the certificate;
(3 the sponsor fails to comply with [THE PROVISIONS OF] this

chapter or regulations adopted under this chapter;
(4) the sponsor knowingly misrepresents a material fact in obtaining

the certificate;
(5) the facts charged in an accusation filed under (c) of this section are

established; or
(6) the sponsor fails to provide services authorized by the terms of the
certificate.

* Sec. 10. AS 18.07.111(2) is amended to read:
@ "certificate” means a certificate of need issued by the department

under AS 18.07.043 or 18.07.071 TAS 18.07.041, 18.07.043/0R 18.07.071];
* Sec. 11. AS 18.07.031(b) and 18.07.041 are repealed.

* See. 12. The uncodified law of the State of Alaska is amended by adding a new section to

read:
APPLICABILITY. AS 1807, as amended by secs. 1 - 11 of this Act, applies to
applications for certificates of need that are initially filed on or after the effective date of this

Act.
* Sec. 13. This Act takes effect immediately under AS 01.10.070(c).

407( ) &
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Please enter into the record my testimonytothe  h.e.sss.

e, Payse Bill 407 Complnee Name
Committee on ﬁ# . Dated) I2/103/2002
Bill | Subject ,

Thank Y (iu for accepting my testimony, | was here on Tuesday but was unable to return for the April 4th
hearing. My name is Anne Lilley.'l have been a nurse practitioner in Alaska for the last 7 years and a nurse in
Alaska for the last 22 years. | was recently hired as Manager of Clinical Education for Fairbanks Memorial
Hospital, and | have a concern for the hospital. 1 am also concerned about the provision of mental health and
recovery services in Fairbanks, having worked extensively with members of this underserved population in
Interior Alaska for the last several years.

I oppose House Bill 407 and agree with previous testimony that supports continuing the Certificate of
Need program (CON). 1 see this as basically an issue ofhealth care planning. Do we plan health care and
include public comment and oversight as we do with other essential services such as roads and disaster services
or do we let the free market decide which needs are met?

My understanding of the intent of HB407 is to decrease health care costs by encouraging competition
and cutting down on red tape. | support the concept but | don’t feel it translates well into the health care arena,
especially in Alaska. Further, | am troubled by the many comparisons of health care to other free market
commodities, One of the ways health care is different is in the way services are provided:

If as aprovider, | order an MRI at a local hospital, my patient will almost always go the hospital for an MRI. If
| order an MR at a local clinic that | am affiliated with the patient will rarely request that the MR1 be done in
another location. The physician or other ordering provider really directs the selection ofthe facility, not the
patient.
Neither is the ordering provider always free to order a procedure at any facility he or she chooses. Issues
of credentialing or privileges, contracts and/or group ownership often control provider selection of services.

In this instance and many others, free market comparisons don’t fit

The other issue is that some areas of health care are simply not profitable. Mental health and addiction
services come to mind. Lack ofadequate services for these conditions already places an incredible financial
burden on the state. What happens to these services if the free market model is applied to health care? . The
potential is there for this bill to work in direct opposition to it’s intended effect.

I would simply like to know that SOMEONE is asking how health care development will affect patient
outcomes in any given Alaskan community in 5or 10 or 15 years. | believe wc need a STRONG public health
planning process in order to control long-term health care costs in Alaska. CON provides the teeth for that
planning process to be effective, if the process needs to be improved, let's improve it without weakening the

purpose of CON.

SIGNED: QL [to —

Testifier _ q
Anne M Lilley, BN, MSN, F\P

Fairbanks Memorial Hospital

Representing

P.O. BOX 82868, Fairbanks, AK 99703 Phono wk: ASS - sine
Address /Phone Number 388 - 8783
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Subject: HB407
Date: Mon, 8 Apr 2002 09:28:24 -0800
From: "Lewis, Steve" <STLewis@PetroStar.com=>

To: "Representative_Fred Dyson@legis.state.ak.usl <Representative Fred Dvson@legis.state.ak.u:
"'Representative_Peggy Wilson®©legis.state.ak.us™ <Representative_Peggy Wilson@legis.statc.
""Representative_John_Coghill©legis.state.ak.us™ <Representative_John_Coghill©legis.state.ak
"'Representative_Vic_Kohring@Iegi.s.state.ak.us™ <Representative_Vic_Kohring@legis.state.ak.
"'Representative_Gary_Stevens@Ilegis.state.ak.us™ <Representative_Gary Stevens@legis.state.a
"'Representative_Sharon_Cissna@legis.state.ak.us™ <Representative_Sharon_Cissna@legis.stat€
"'Representative_Reggie Joule@legis.state.ak.us™ <Representative_Reggie_Joule@Ilegis.state.ak

Dear Representatives,

It iIs my aerstariing that HB-407 will be coming up for a vote in the
House HESS committee early next week and 1 would urge each of you to vote in
favor of HB 407 and move it out of your committee, as it is currently
drafted, to the Rules Committee. Petro Star Inc.and our subsidiaries
Sourdough fuel and Petroleum Sales, along with our Sister companies Natchiq,
APC and Houston Contracting CO. employ more than 800 employees in the
Fairbanks area. Not only do we have that many employees, but for the most
part each of them represents a house hold that we provide medical benefits
to. After living in Fairbanks for more than 24 years of my career, before
moving to Anchorage, 1 certainly recognize the politics involved in this
issue and the special interest that are represented on both sides. However,
not only does this bill provide an avenue for competition, which is always
gooa from the stand point of cost, but it also gives the citizens of the
North Star Borough greater choices relative to their medical care, both from
a dollar standpoint and availability of services. Not only is the current
system potentially costly to our company, it limits the choices of our
employees. Competition is good for the community and lack of it can only
produce higher cost and less services. Again | would urge you to vote in

favor of HB-407.
Sincerely,
Stephen T. Lewis

Chairman and CEO
Petro Star Inc.

4/8/2002 4:31 PM
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Satrstacs used

e The statistics used In this testimony are
shown mnaccompanying material. The
source of that Information iIsshown N
the material.

41212002 HB407 Testimony CAW 2



CrtrhictedFNeed (CON)
Proosss

« W hile Il'have not found a written history which
| can quote to support this, itis my
understanding that the CON process evolved
initially as a requirement of the federal
government in hopes that itwould control

health care costs.

e M any states have realized that itdoes not
serve that purpose so that now 30 % of the

states have no CON.

41212002 HB407 Testimony CAW 3



CON Requmrarents

e Of the ten least densely populated states
only two have a CON requirement. Of those
two, one requires a CON only for counties
with a population of over 100,000 and the

other requires a CON only for long term care

beds.

e Of the top 15 least densely populated states

only four require the CON (the two above

plus two more).

41212002 HB407 Testimony CAW 4



e Residents of states with high popullation
densities have options/choices by virtue
of having lots of faalies.

e This provides choice and drives
efficiency in delivering health care.

41212002 HB407 Testimony CAW 5



e States with small populations need a
“free market system” to foster choices
and competition.

 Why sAlaska the only one i the top
seven least densely populated states
with a CON requirement?

41212002 HB407 Testimony CAW 6



Wih

e “Non-profit”and “Not-for-profit”do not necessarily

mean efficient operation of the organization.

® Many “Non-profit”and “Not-for-profit” organizations
that are funded through charities are driven to greater

efficiency because the donors may donate to other
causes (donors have choices).

* Health care organizations (and other types of
organizations) that have a monopoly are not driven to
be efficient and provide the highest quality- they can
exist, and continue to exist, and be inefficient, by

virtue of their being the only choice no matter how

bad the choice 1is.

41212002 HB407 Testimony CAW 7



Cal Wales

e Resident of Fairbanks since 1993.

e |Ido not work for any part of the health
care system.

e Ido not own stock I or benefit Inany
way from the health care Industry
beyond belng a patient.

41212002 HB407 Testimony CAW 8



Accorpanying nateral
e Spreadsheet showing state sizes and
populations plus the calculations O

determine population density and
ranking.

e Chart of states requiring the CON taken
from the Community Catalyst web Site.

41212002 I-1B407 Testimony CAW 9



Certifcate of Need shown compared to Population and Size

Rank
by
Populat
ion
48
51
47
46
36
39
35
38

34
32

28
40

24
20
21
33
30
3
2
49
3
2
3
15
18

Lof3

State
Alaska
Wvomincl
North
Dakota
South
Dakota
New
Mexico

|daho
Nevada
Nebraska

Utah
Kansas

Oreqon
Maine

Colorado
Arizona
Oklahoma
Arkansas
lowa
Mississippi
Minnesota
Vermont
West
Virainia
Texas
Missouri
Alabama
Washincito
n
Wisconsin

Kentucky
.uisiana

Population

(2000 est.*) Rank

626,932
493,782

642,200
154,844
1,819,046
1,293,953
1,998,257
1,711,263

2,233,169
2,688,418

3,421,399
1,274,923

4,301,261
5,130,632
3,450,654
2,673,400
2,926,324
2,844 658
4919479
608,827
ST
AT
5,894,121
5,363,675

4,041,769
4,468,976

by
Size
1
9
17
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5
1
T
15

12
13

10
39

8
6
19
21
23
3l
14
43
4]
2
2
20
25

36
33

Size
(5.
miles of
land**)
State
Alaska 570,374
Wvoming 97,105
North
Dakota 68,994
South
Dakota 17,122
New Mexico 121,365
.ano 82,751
Nevada 109,806
Nebraska 75,898
Utah 82,168
Kansas 81,823
Oregon 96,003
Maine 30,865
Colorado 103,729
Arizona 113,642
Oklahoma 68,679
Arkansas 52,075
lowa 55,875
Mississippi 46,914
Minnesota 79,617
Vermont 9,249
West
Virginia 24,087
Texas 261,914
Missouri 68,898
Alabama 50,750
Washington 66,582
Wisconsin 54314
Kentucky 39,732
.ouisiana 43,566
CAW

Pop
Density

5.00
931
9.79
14.99
15.64
18.20
2255

21.18
32.86

35.64
4131

41.47
45.15
50.24
51.34
52.37
60.64
61.79
65.83
e
Ges
88.52
98.75

101.73
102.58
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Certifcate of Need shown compared to Population and Size

http://www.ipl.org/youth/stateknow/popchart.htm
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Certifcate of Need shown compared to Population and Size

17 Only for long term beds
18 Only for counties over 100,000 population
19 Only for acute care hospitals

CAW 4/1/2002 5:28 PM
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Certificate of Need Chart

18-NOV-99
Certificate isrequired for:
= =2 22 2 2, s2 55 2Z=222s g5 85 25 .2
State = Oversight Agency 22 B2 < 28 28 = .2 =5°Ex5 g3 B3 55 =2
5 52 25 £ &% § 2% 5% 3558 2% 5% 2% s&
(&) = [} = @ a o = <
(&) [=
Alabama LY. State Health Planning and X X1 X X X
Development Agency > -1 .
Alaska Y Department ofilcalth and Social X X1 X
_ Services
Arizona i N OXIXKXIXSXXSXij o Xioixkx : oum
Arkansas Y State Board o f Health (Division X
of Health Facilities Services)
California Y Ollicc of Statewide Planning and = X X X<
Development
Colorado N
Connecticut oY Office ofHealth Cate Access X X X : X X
District of Y St."e Health Planning and X X X XJ X4 X Xs X
Columbia Development Agency
Delaware ©y J1 Delaware Health Resources Board x° X X X X- X
Florida Y Agency for Health Care X J X X X
Administration
Georgia Y | DepartmentofCommunity llealU X X
Hawaii Y State Health Planning and X1 X X X X
Development Agency
Idaho N o s ——
llinois y! Health Facilities Planning Board X X X X X X X X
Indiana Y»:  The State Department LI Dommdxo -
lowa Y Department o f Public Health and X Xy X" X X X X
Facilities Council
Kansas N e e ' ' . A - -
Kentucky Y Cabinet for Human Resources Xy X X*¥1 X XJ X
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18-Nov-99

State

[/ouisiana

Maine

Maryland

Massachusetts
Michigan

Minnesota
Mississippi
Missouri
Montana

Nebraska
Nevada

New Hampshire
New Jersey

New Mexico
New York*1 ~
North Carolina

© Community Catalyst
2

Oversight Agency

Department oflicalth and
Hospitals

Department of Human Services
and Certificate of Need Advisory
Committee

State Health Resources Planning
Commission

Department of Public Health
Department of Public Health and
Certificate of Need Commission

State Department olTlealth
Missouri Health Facilities Review
Committee

Department of Public Health and
Human Services

Department of Health and Human
Services Regulation and

Licensure

DepartmentofHuman Resources
Health Services Planning and
Review Board

Department of Health and Senior
Services

Departmentof Health
Department of Health and Human
Services

Certificate is required for:

(I)r\]/.?»/SKiYYC [>\:YSam



CON (Y/IN)?

Change in
ownership

Constructing a
new hospital

Closing a hospita

Decreasing
services

Decreasing # of
beds

Mergeror
consolidation

Limits # of
acquisitions

Considers
community
benefits and/or
levelofindigent
carc before
issuance

Public access to
application

Public notice of
application

Public hearing on
application

Public able to
appeal decision
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Notes

For any change

Hearing not required, must be requested

CoN not needed ifgave prior notice

All applicants must certify that they will provide uncompensated care (charity care and bad debt) for the next five years ata percentage equal toor
greater than the previous two years

Hearing only for purchase or lease of hospital

Only for acouisition of a nonprofit health care fecility

Referred toas “certificate of exemption”

CoN only needed for Comprehensive Care Beds

But may be exempt

Any affected person may appeal the decision

But, only in the case of lease arrangements

. For change inbed capacity or services

DPH may hold a hearing, or gpplicant, state, or 10 taxpayers may request a hearing

CoN not required, but must give notice

CoN not required forhospitals

. Hearing not required, must be requested, or Authority may schedule on own initiative

As ofJune 12, 1997, aCoN inNebraska isonly requiredwhen creating, relocating, or convertinglong term care beds

CoN only required for counties with a population lessthan 100,000 and for projects costingmorethan  S2million

Only for acute care hospitals
New York does not have licenses or CoNs, ithas “certificates” that encompass both licensingand CoN

CoN for long term carc fecilities such as nursing homes
Only for discontinuing dostetrical or matemity services

el I
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PETRO ST”R INC.

201 Arctic Slope Avenue, Suite 200
Anchorage, AK_ 99518-3030

| PiffP¥ndPh 344 06Lir 557 ) IO AfrHw wa

FAX TRANSMITTAL

FAX: 9072676124

Total Pages: (1)

DATE: April 8, 2002

T0: Representative Fred Dyson 465-4587
Representative Peggy Wilson 485-3175
Representative John Coghiil 465-3258
Representative Vic Kohring 465-3808

Representative Gary Stever.s 465-3517
Representative Sharon Cissna 465-4588
Representative Reggie Joule 465-4586

MESSAGE: Dear Representatives:

Iltls my understanding that HB-407 willbe coming up fora vote In the
House HESS committee early nextweek and Iwould urge each ofyou to vote in
favorofHB 407 and move Itoutofyourcommittee, as itiscurrently drafted, to the
Rules Com mittee. Petro StarInc.and oursubsidiaries Sourdough fus! ond
Petroleum Sales, along with our Sistercompanies Natchig, APC and Houston
Contracting CO. employ more than 800 employees inthe Fairbanks area. Notonly
dowe have thatmany employees, butforthe mostparteach ofthem represents a
house hold thatwe provide medical benefits to. Afterliving in Fairbanks formore
than 24 years ofmycareer, before moving to Anchorage, Icertainly recognize the
politics involved In this issue and the special interestthatare represented on both
sides. However, notonly does this bill provide an avenue forcompetition, which is
always good from the stand pointofcost, butitalso gives the citizens ofthe North
StarBorough greaterchoices relative to theirmedicalcare, both from a dollar
standpointand availability of services. Notonly isthe currentsystem potentially
costly to ourcompany, itlimits the choices ofouremployees. Competition isgood for
the community and lack ofitcan only produce highercostand less services. Again |
would urge you to vote infavorofHB-407.

Sincerely,
Stephen T. Lewis

Chairman and CEO
Petro Star Inc.

****6



AMENDMENT
OFFERED IN THE HOUSE BY REPRESENTATIVE CISSNA
TO: FB 407

Add new section under temporary law:

The State of Alaska Department of Health and Social Services shall develop a
comprehensive health plan for the state, making use of. to the maximum extent, existing
health care plans and processes employed by the Department of Health and Social
Services, other state agencies and local community efforts. A focus of the plan shall be to
develop community-specific health information to assist the Certificate of need program
in evaluating applications for certificates of need. A report will be submitted to the
legislature by January 1, 2003.



FISCAL NOTE DNAFI

0 CEGILATIVE Session ittty

() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected] Health & Social Services

Title: RELATING TO CERTIFICATES OF NEED BRU: Medical Assistance
Component: Medicaid Services

Sponsor: COGHILL,
Requestor: HOUSE (HES) Component Number: 2077

Expenditures/Revenues (Thousands of Dallars)
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims 4,666.8 9,495.2 10,907.0 11,593.3 12,157.0 12,643.3

Miscellaneous
TOTAL OPERATING 4,666.8 9,495.2 10,907.0 11,593.3 12,157.0 12,643.3

CAPITAL. EXPENDITURES

CHANGE IN REVENUES ( 0 )

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts 2,719.3 5,5632.8 6,355.5 6,755.4 7,083.9 7,367.2
1003 GF Match 1,947.5 3,962.4 4,551.5 4,837.9 5073.1 5276.1
1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Othe (Specify Type-do not abbrevia
TOTAL 4,666.8 9,495.2 10,907.0 11,5933 12,157.0 12,643.3

Estimate of any current year (FY2002) cost:
Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal:

POSITIONS
Fu'l-time
Part-time
Temporary

ANALYsIs:  (Attach a Separate page if necessary)
This bill would require a CON for 1) the construction of, increase in bed capacity of, or conversion of a
facility to a nursing facility or psychiatric hospital; 2) conversion of the bed use of a facility in the
unorganized borough or community with a population of less than 55,000 if the existing facility requirec a
CON; and 3) expenditure of $1 million or more for the addition of a category of services provided by a
nursing facility or psychiatric hospital, or the construction alteration of or addition of a category of health
services other than a nursing facility or psychiatric hospital in the unorganized borough or a community
with a population under 55,000. This bill would allow a facility to relocate or be replaced at another site

at any co_t without a CON.

The purpose of the CON is to act as a deterrent to overbuilding health care facility capacity.

Prepared by:  Nancy Weller Phone 465-3355
Division Medical Assistance Date/Time 04/04/2002
Approved by:  Elmer A. Lindstrom, Deputy Commissioner Date 04/08/2002
Agency Department of Health & Social Services

For distribution Information, call tho Governar's Legislative Office
(Rv270L VD Page 1 of 3_



DRAFT

STATE OF ALASKA BILL NO. CS HB 407 (HES)
2002 LEGISLATIVE SESSION

FISCALNOTE #

ANALYSIS CONTINUATION

Changes to the current CON requirement may have a cost impact on the Medicaid Program if a facility is
allowed to be replaced before it's useful life is completely depreciated or if construction of excess bed
capacity occurs. The last change to the CON lawwas in 1983, when the CON limit was increased from

$150.0 to $1 million.

Certificate of Need staff in the Division of Administrative Services, DHSS, estimate that a number of
facilities that have expressed an interest in construction Vill proceed if the proposed language is
adopted. The construction of these facilities is expected to increase costs to the Medicaid budget as
shown - no facility costs are included other than those known pending projects.

Assumptions in creating these projections include: use of the FFY 03 federal match rate of 58.27% and
the 4% DRI inflation factor for facility costs.

Future Medicaid cost impacts from the changes to the CON limit proposed in this bill are largely
unknown. The fiscal note reflects only projects that have been forwarded to the department for
consideration. Actual costs could be much greater.

See next page for the breakdown of annual operating and depreciation costs of facilities reflected in this
fiscal note.



Timeline

2005

2004

2003
2006

2003
2003
2003
2007

CSHB 4075?4!;082

Estimated Costof Potential New Projects Not Needing a CON Under CSHB 407/)

Nursing Home Beds:
Type Location Facility

C

B
B
C

Seward Wesley R&C Ctr
Acute Care Beds:

Mat-Su Valley Hospital

ANCH Providence

Soldotna Central Pen. Hsp

OtherAcute Care Facilities:

O W w w

FBKS ASC/Diagnostic
ANCH ASC/Diagnostic
Mat-Su ASC/Diagnostic
Soldotna ASC/Diagnostic

Total Cost

No ofBeds*
66 NH Beds

75 Beds/37 new
33 Beds
62 Beds

4 Surg Suites
6 Surg Suites
2 Surg Suites
2 Surg Suites

Deprec. Exp.
Or Facility Fee
$ 1,032,000
$ 250,000
$ 250,000
$ 250,000
$ 200,000
$ 300,000
$ 100,000
$ 100,000
$ 2,482,000

Cost Per New Annual

Bed Day Operating Costs
$ 389.46

$ 162597 § 4,391,745
$ 158439 § 3,816,796
$ 1,559.13

Although there may be some

operating costs for Medicaid,

there is no way to estim ate
those costs

$ 8,208,540

*70 New acute Beds; 100 Replacementacute beds; 66 Replacement Nursing Home Beds;

and 14 new Ambulatory Surgery Suites

A= NH or Psych beds thatcan be builtunder $1 million threshold

B
C
D
E

Conversion of Psych Beds for Under $1 million

= Exemptfrom CON because facility is in Anch, Fbks, or Mat-Su and is Acute

Exemptfrom CON because itis areplacement facility
Facility in small community thatwillsoon become a large community

Page 3 of 3
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AMEND MENT

OFFERED IN THE HOUSE
TO: CSHB 407( ), Draft Version "F"

p£ge 1, line 1, following "program;":
Insert "relating to children's mental health services;"

Page 5, following line 30:
Insert a new bill section to read:
"* see. 11. AS 47.30,660 is amended by adding a new subsection to read:

(©) The plan prepared, revised, and amended tinder (a) of this section must
include, as a distinct component, a master plan for children's mental health services.
The master plan required under this subsection must be developed in conjunction with
the Alaska Mental Health Trust Authority, Alaska Mental Health Board, and Advisory
Board on Alcoholism and Drug Abuse, and must provide for involvement of families
of emotionally disturbed children and adolescents, community mental health
providers, and providers of residential and inpatient carc for children and adolescents,
After gathering information through methods determined appropriate, the department
shall prepare 1hc master plan, which must include the following:

(1) recommended principles that should be used to guide development
of a comprehensive system of care to meet the mental health needs of children and
adolescents;

(2) an estimate of the current and projected number of children and
adolescents in the state who are suffering severe emotional, mental, and substance
disorders;

(3) a description of the current system of care for children with

emotional, mental, and substance disorders, including the type, capacity, and
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geographic availabil ity of care;

(4) an assessment of the ability of the existing service system to meet
the identified and projected needs, including an assessment of utilization and factors
affecting utilization:

(®) an assessment of gaps in the type or capacity of sendees needed;

(6) the array and capacity of in-home, community-based, residential,
and inpatient care needed to meet the current and projectedneedfor screening,
diagnosis, and treatment of children and adolescents in the state whoore suffering
emotional, mental, and substance disorders;

(7) an analysis of impediments limiting or preventing development or
operation of the services and capacities needed;

(8 recommended priorities for action to reconfigure, expand, or
enhance existing services or to develop new service alternatives;

(9) an estimate of resources needed to develop and support the system

of sendees required.”

Renumber the following bill sections accordingly.

Page 6, line 3:
Delete "secs. 1-11"
Insert "secs. 1-10 and 12"

Page 6, following line 5
Insert anew bill section to read:
"* Sec. 14. The uncodified law of the State of Alaska is amended byadding a new section

to read:

MASTER PLAN FOR CHILDREN'S MENTALHEALTHSERVICES. The initial
master plan required to be prepared under AS 47.30.660(c), addedby sec. 1lof this Act, shall
be completed and delivered to the governor by the first day of the First Regular Session of the
Twenty-Third Alaska State Legislature, and the Department of Health and Social Services

shall notify’ the legislature that the master plan is available for review."
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AM ENDMENT

OFFERED IN THE HOUSE
TO: CSHB 407( ), Draft Version "F"

Page 6, following line 5:
Insert a new bill section to read:
"* Sec. 13. The I'ncodified law of the State of Alaska is amended by adding a new section
to read:
TEMPORARY MORATORIUM ON CERTAIN PSYCHIATRIC BEDS. @
Notwithstanding the provisions of AS 18.07, the Department of Health and Social Services

may not, until July 1, 2003, issue a certificate of need for construction of a health care facility

that both
(1) includes psychiatric beds designated for children who are at least five

years of age but younger than 13 years of age or for adolescents who are at least 13 years of

age but younger than 20 years of age; and

(2) requires licensure under AS 18.20.020 as a general acute care hospital,
rural primary care hospital, critical access hospital, or specialized hospital primarily engaged

in the treatment of one specific type of illness or disability.

(b) The restriction in (a) of this section applies to applications for a certificate of need

for which a certificate was not issued before the effective date of this section."

Renumber the following bill section accordingly.



AMENDMENT NO.

OFFERED IN THE HOUSE HESS BY REPRESENTATIVE

TO: CSHB 407(HES)/Version F

1 Page 2, following line 7:

3 *Sec. 2 AS 18.07.031(c) is amended to read:

4 (¢) Notwithstanding (a) of this section, a person who is lawfully authorized to

5 operate [OPERATING] a health care facility (THAT IS AN AMULATORY

6 SURGICAL FACILITY] at asite may make an expenditure of any amount in order to
7 replace the facility at the same site or relocate the services of the facility to a new

8 site in the same community bv submitting a written request to the department for

9 a certificate of need as long as neither the bed capacity nor the number of categories of

10  health services provided at the new site is greater and no new category of health
services is provided. This certificate shall be issued within 60 davs of written
request to the department. However, notwithstanding the expenditure thresholds,
population thresholds, and other provisions of (THRESHOLD IN] (a) of this section,

14 a person may not use the site from which the health care facility relocated for another

15 health care facility unless authorized under a certificate of need issued by the department.

16 Renumber Sections as appropriate.

17 Page 6, line 3:

18 Delete “secs. 1- 117

Insert“secs. 1- 12"



AMENDMENT NO.

OFFERED IN THE HOUSE HESS BY REPRESENTATIVE

10

11

TO: CSHB 407(HES)/Version F

Page 2, following line 7:
Insert new bill section to read:
*Sec. 2 AS 18.07.031(b) is amended to read:

(b) Notwithstanding [THE EXPENDITURE THRESHOLD IN] (a) of this section, a
person may not alter the bed capacity bv adding new beds to. construct a building
for use as. or convert a building or part of a buil ling to a nursing home orpsychiatric
hospital that requires licensure under AS 18.20.020 unless authorized under the terms of

a certificate of need issued by the department.

Renumber Sections as appropriate.
Page 6, line 3:
Delete “secs. 1- 117

Insert“secs. 1- 127



AMENDMENT NO. =~

OFFERED IN THE HOUSE HESS BY REPRESENTATIVE

TO: CSHB 407(HES)/Version F

1 Page 2, following line 19:
2 Insert new bill section to read:

3 “*Sec. 3 AS 18.07.031 is amended by addinga new subsection to read:

4 (d) Notwithstanding the expenditure thresholds, population thresholds, and

5 other provisions of this section, aperson may not convert the use of a bed in a health
6 care facility to another bed, including converting adult psychiatric bedsto psychiatric
7 beds designated for adolescents and children, unless authorizedunder the terms of a
8 certificate of need issued by the department.”

9

10 Renumber Sections as appropriate.
n Page 6, line 3:
12 Delete “secs. 1- 12”

13 Insert “secs. 1- 13"
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1 Page 1 line 1, following "program;":

2 Insert "relating to children's mental health sendees;"

3

4  Page 5, following line 30:

5 Insert a new bill section to read:

6 "* Sec. 11. AS 47.30.660 is amended by adding a new subsection to read:

7 (¢) The plan prepared, revised, and amended under (a) of this section must
8 include, as a distinct component, a master plan for children's mental health services.
9 The master plan required under this subsection must be developed in conjunction with
10 the Alaska Mental Health Trust Authority, Alaska Mental Health Board, and Advisory
n Board on Alcoholism and Drug Abuse, and must provide for involvement of families
12 of emotionally disturbed children and adolescents, community mental health
13 providers, and providers of residential and inpatient care for children and adolescents.
14 After gathering information through methods determined appropriate, the department
15 shall prepare the master plan, which must include the following:

16 (1) recommended principles that should be used to guide development
17 of a comprehensive system of care to meet the mental health needs of children and
18 adolescents;

19 (2) an estimate of the current and projected number of children and
20 adolescents in the state who are suffering severe emotional, mental, and substance
21 disorders;
22 (3) a description of the current system of care for children with
23 emotional, mental, and substance disorders, including the type, capacity, and
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geographic availability of care;

(4) an assessment of the ability of the existing service system to meet
the identified and projected needs, including an assessment of utilization and factors
affecting utilization;

(5) an assessment of gaps in the type or capacity of services needed,;

(6) the array and capacity of in-home, community-based, residential,
and inpatient care needed to meet the current and projected need for screening,
diagnosis, and treatment of children and adolescents in the state who are suffering
emotional, mental, and substance disorders;

(7) an analysis of impediments limiting or preventing development or
operation of the services and capacities needed;

(8) recommended priorities for action to reconfigure, expand, or
enhance existing services or to develop new service alternatives;

(9) an estimate of resources needed to develop and support the system

of services required.”

Renumber the following bill sections accordingly.

Page 6, line 3:
Delete "secs. 1-11"

Insert "secs. 1-10 and 12"

Page 6, following line 5:

Insert a new bill section to read:

"* Sec. 14. The uncodified law of the State of Alaska is amended by adding a new section
to read:

MASTER PLAN FOR CHILDREN'S MENTAL HEALTH SERVICES. The initial
master plan required to be prepared under AS 47.30.660(c), added by sec. 11 of this Act, shall
be completed and delivered to the governor by the first day of the First Regular Session of the
Twenty-Third Alaska State Legislature, and the Department of Health and Social Services

shall notify the legislature that the master plan is available for review."
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2 Renumber the following bill section accordingly.
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OFFERED IN THE HOUSE

TO: CSHB 407( ), Draft Version "F"

Page 1, line 1, following "program;":

Insert "relating to children's mental health services;"

Page 5, following line 30:

Insert a new bill section to read:

"* Sec. 11. AS 47.30.660 is amended by adding a new subsection to read:

() The plan prepared, revised, and amended under (a) of this section must
include, as a distinct component, a master plan for children's mental health services.
The macter plan required under this subsection must be developed in conjunction with
the Alaska Mental Health Trust Authority, Alaska Mental Health Board, and Advisory
Board on Alcoholism and Drug Abuse, and must provide for involvement of families
of emotionally disturbed children and adolescents, community mental health
providers, and providers of residential and inpatient care for children, and adolescents.
After gathering information through methods determined appropriate, the department
shall prepare the master plan, which must include the following;

(1) recommended principles that should be used to guide development
of a comprehensive system of care to meet the mental health needs of children and
adolescents;

(2) an estimate of the current and projected number of children and
adolescents in the state who are suffering severe emotional, mental, and substance

disorders;
(3 a description of the current system of care for children with

emotional, mental, and substance disorders, including the type, capacity, and
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geographic availability of care;

(4) an assessment of the ability of the existing service system to meet
the identified and projected needs, including an assessment of utilization and factors
affecting utilization;

(5) an assessment of gaps in the type or capacity of sendees needed;

(6) the array and capacity of in-home, community-based, residential,
and inpatient care needed to meet the current and projectedneed forscreening,
diagnosis, and treatment of children and adolescents in the state who are suffering
emotional, mental, and substance disorders;

(7) an analysis of impediments limiting or preventing development or
operation of tire services and capacities needed;

(8) recommended priorities for action to reconfigure, expand, or
enhance existing services or to develop new service alternatives;

(9) an estimate of resources needed to develop and support the system

of sendees required.”

Renumber the following bill sections accordingly.

Page 6, line 3:
Delete "secs. 1-11"
Insert "secs. 1-10 and 12"

Page 6, following line 5:

Insert a new bill section to read;

"* Sec. 14. The uncodified law of the State of Alaska is amended by adding a new section
to read:

MASTER PLAN FOR CHILDREN'S MENTAL HEALTH SERVICES. The initial
master plan required to be prepared under AS 47.30.660(c), added by sec. 11 of this Act, shall
be completed and delivered to the governor by the first day of the First Regular Session of the
Twenty-Third Alaska State Legislature, and the Department of Health and Social Services
shall notify’ the legislature that the master plan is available for review."
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Sectional for CSHB 407(HSS)
Version O

iScction 1. (@)(2) This provision specifically provides that if a facility is operating under
a certificate of need, that facility cannot, for any amount, construct a skilled nursing
facility or psychiatric hospital, increase the bed capacity of a skilled nursing facility,
nor convert a building or part of a building to a skilled nursing facility or psychiatric
hospital. It also prohibits the conversion of adult psychiatric beds to psychiatric beds
designated for care of a child under 21 years of age. This language requires a CON
for skilled nursing facilities and psychiatric hospitals.

@@ This provision stipulates that a skilled nursing facility or a psychiatric hospital
wishing to add health services that would cost SI million or more would have to

apply for an additional CON to do so.

It also exempts from the CON provisions any health facility other than a skilled
nursing facility or psychiatric hospital in an area with a population of 55,000 or

more.

Section 2. Provides that a facility destroyed on site or demolished on site could be
replaced without having to acquire a new certificate of need and provides that a
facility could move to a new site without a new certificate of need as long as
capacity and categories of services do not change.

Section 3. Requires the department to adopt regulations to set a time limit for
department determines the application is complete.

Section 4. Requires the department to set a time limit by which public hearings must be
held.

Requires the department to approve or deny an application within 120 days of the
date the department determined the ipplication was complete.

Section 5. Places all certificate of need applications under the same standards of review
that currently exist for nursing home beds. All CON’s except nursing homes had a
vague standard of review under AS 18.07.041. This change gives a more definitive

standard for the applicants to follow.

Sections 6
Thru 10. Technical changes required under Section 5.

Section 11. Repeals the broad standard of review in AS 1807.041 and repeals
18.07.031(b) which is now AS 18.07.031(a)(1)(C) and is expanding the restrictions
to psychiatric hospitals.

Section 12.  Applicability of new statute is limited to CON applications filed on or after
the effective date.

Section 13. Has an immediate effective date.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2002 LEGISLATIVE SESSION Bill Version; csHBAUTHES)
() Publish Date:
Revision Date/Time éNote if correction). Dept. Affected; Health & Social Services
Title: RELATING TO CERTIFICATES OF NEED BRU. Adminisirative Services
Component: Health Plan. &FeciliiesMgmT_———
Sponsor; COGHILL
Requestor:  house (AES) Component Number. 2020
Expenditures/Revenues (Ti. >usands of Dollars)
Note: Amounts do not include Inflation unless otherwise noted below.
OPERATING EXPENDITURES FY2003  FY2004 FY2005 FY2006  FY2007  FY2008
Personal Services 380
Travel 8.0
Contractual 535
Supplies 10
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 1005 00 0.0 0.0 00 00
ICAPITAL EXPENDITURES | | I ! | I
ICHANGE INREVENUES ( 0 ) 1 | | | I |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF match
04 cF 1005
1005 GF/Program Receipts
1037 GF/Mental Health

Othe (Specify Type-do not abbrevia
TOTAL 1005 0.0 0.0 0.0 0.0 00

Estimate of any current year (FY2002) cost:

Phone 465-3644

Prepared by:  Kathryn Cohen (
Division Admin Services Date/Time 04/10/2002
Approved by:  EImer A, Lindstrom, Deputy Commissioner Date 04/10/2002

Agency Department of Health & Social Services
For distribution Information, call the Governor's Legislative Office
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FISCALNOTE #

STATE OF ALASKA BILL NO. CS HB 407 (HES)
2002 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

research and discussion of continuum of care issues including how the development of or lack of lower
levels of care effect certain types of inpatient services. Financial data, efficiency and quality of care
issues will also be explored. The proposed amendment requires a report to be submitted to the
Legislature by January 1, 2003. This will require the addition of a Health and Social Services Planner II
to help write the document, assist in research and facilitate planning meetings. A Health Facilities
Planning Consultant with specialized expertise will also be needed to help research current trends,
project future needs, conduct utilization research and provide specialized analysis of systems issues
such as waiting lists and out of state placements in areas such as psychiatric services and long term

care.

Planning will require cooperation with existing planning entities at the state and local level. Tt. lealthy
Alaskans Partnership Council will provide overall plan guidance. Planners will consult with the Hospital
and Nursing Home Assaciation, Alaska Medical Association, Alaska Native Health Board, Advisory
Board on Alcoholism and Drug Abuse, Alaska Mental Health Board, Governor's Council on Disabilities
and Special Education, and the Alaska Commission on Aging. The draft plan will be circulated for public
comment for 45 days and public meetings will be held in Anchorage, Fairbanks and Juneau. A report

will be submitted to the Legislature by January 1, 2003.

Operating Expenditures for Plan Development
July 1, 2002 - January 31, 2003

Personal Services
Addition of temporary Health and Social Services Planner Il (7 months) = $38,000

Travel = $8,000
Health Facility Planning Consultant = $50,000
Publication Costs draft and final, 500 copies @$6.00/copy = $3,500
Supplies: $1,000
Total = $100,500

Page.? of 2
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CS FOR HOUSE BILL NO. 407( )
(N THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sonsor(s): REPRESENTATIVES COGIILL, Janes, Salzi, Dyson

ABILL
FOR AN ACT ENTITLED
"An Act relating to the certificate of need program; relating to comprehensive health
planning; and providing for an effective date."

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

* Section 1. AS 18.07.031(a) is repealed and reenacted to read:

(a) Except as provided in (c) of this section, a person may not,
authorized under the terms of a certificate of need issued by the department, make an
expenditure of

(1) any amount for
(A) construction of a skilled nursing facility or psychiatric
hospital;
(B) an increase in the bed capacity of a skilled nursing facility
or psychiatric hospital;
(C) conversion of a building or part of a building to a skilled
nursing facility or psychiatric hospital;

-1

: CSIIB 407( )
New Text Underlined [DELETED TEXT BRACKETED]

unless
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(D) conversion of a bed in a health care facility to a psychiatric
bed designated for care of a child under 21 years of age;

(E) conversion of the existing use of a bed in a health care
facility to a new bed use other than new use as a psychiatric bed designated for
the care of a child under 21 years of age if the existing use required a
certificate of need at the time the use was established and the health care
facility is located in the unorganized borough or in an organized borough with
a population of less than 55,000 at the time of the proposed conversion,
according to the latest reliable data approved by the Department of Community
and Economic Development; or

(2) $1,000,000 or more for

(A) addition of a category of health services provided by a
skilled nursing facility or a psychiatric hospital; or

(B) construction of a health care facility other than a skilled
nursing facility or psychiatric hospital, alteration of the bed capacity of a health
care facility other than a skilled nursing facility or psychiatric hospital, or
addition of a category of health services provided by a health care facility other
than a skilled nursing facility or psychiatric hospital, if the health care facility
is located in the unorganized borough or in an organized borough with a
population of less than 55,000 at the time of commencement of activities,
according to the latest reliable data approved by the Department of Community
and Economic Development.

*Sec. 2. AS 18.07.03 I(c, is amended to read:
(c) Notwithstanding (a) of this section, a person who is lawfully authorized to

operate [OPERATING] a health care facility [THAT IS AN AMBULATORY
SURGICAL FACILITY] at a site may make an expenditure of any amount in order to
replace the facility at the same Site 0r relocate the services of that facility to a new
site in the same community without obtaining a certificate of need as long as neither
the bed capacity nor the number of categories of health services provided at the new
site OF In the new facility is greater, the percentage of beds designated for each
type of use at the new site or in the new facility is not different from the

CSHB 407( ) 2-
New Text Underlined [DELETED TEXT BRACKETED]
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| percentage of beds designated for that type of use at the old site or in the previous
2 facility, and no new category of health services is provided at the new site or in
3 the new facility. However, [NOTWITHSTANDING THE EXPENDITURE
4 THRESHOLD IN (a) OF THIS SECTION,] a person may not use the site from which
5 the health care facility relocated for another health care facility unless the person
6 complies with the [AUTHORIZED UNDER A] certificate of need requirements of
7 fa) of this section [ISSUED BY THE DEPARTMENT].

8
9

*Sec. 3. AS 18.07.035 is amended to read:
Sec. 18.07.035. Application and fees. Application for a certificate of need

10 shall be made to the department upon a form provided by the department and must
11 contain the information the department requires to reach a decision about whether to
V) issue the certificate of need [UNDER THIS CHAPTER]. Each application for a
13 certificate of need must be accompanied by an application fee established by the
14 department by regulation. The department shall, bv regulation, set a time limit by
15 which the department shall determine whether an application submitted under
16 this section is complete and contains all of the information the department
17 requires to reacii a decision about whether to issue the certificate of need.

18 *Sec. 4. AS 18.07 is amended by adding new sections to read:

19 Sec. 18.07.037. Public hearing required.  Except as provided in
20 AS 18.07.071, the department shall hold a public hearing within a reasonable time
21 after determining that an application under AS 18.07.035 is complete. By regulation,
22 the department shall establish

23 (1) atime limit by which a public hearing required under this section
24 shall be held; and

25 (2) procedures for conducting a public hearing held under this section.

26 Sec. 18.07.039. Time limit for decision on application. Based on the
27 standards for review under this chapter, the department shall, within 120 days after
28 determining that an application under AS 18.07.035 is complete, approve or deny the
29 application.

30 * Sec. . AS 18.07.043 is amended to read:

3 Sec. 18.07.043. Standard of review for applications for certificates of need

3. CSHB 407( )
New Text Underlined [DELETED TEXT BRACKETED]
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nntl applications to modify 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) When determining whether to approve an application for
certificate of need or to modify an existing certificate of need [IN DEVELOPING
THE REVIEW STANDARDS UNDER (a) OF THIS SECTION], the department May
consider community-specific health information that may be available in a
comprehensive health plan prepared bv the department under AS 47.05.010(b)
and shall consider whether

(1) a public process and existing appropriate statewide, regional, and
local plans were included in planning and designing the project [ADDITIONAL

NURSING HOME BEDS OR THE HEALTH CARE FACILITY];
(2) the project will meet [ADDITIONAL NURSING HOME BEDS

OR THE HEALTH CARE FACILITY MEETS] minimum required use rates for the
proposed services without causing the [NEw NURSING BEDS, AND THE
EFFECT ON] use rates for existing providers of the services to fall below minimum
required use rates [NURSING HOME BEDS];

(3) the Project [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 project [ADDITIONAL NURSING HOME BEDS OR THE

HEALTH CARE FACILITY] meets the minimum Standards of the department that
are designed [NUMBER OF NEW NURSING BEDS THAT SHOULD BE

REQUIRED IN A FACILITY] to ensure efficiency and economies of scale;
(5) the Project [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 project [ADDITIONAL NURSING HOME BEDS OR THE

HEALTH CARE FACILITY] demonstrates financial feasibility, including long-term

CSHB 407( ) 4
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viability, and what the financial effect will be on consumers and the state; and

(7) the sponsor has demonstrated cost effectiveness throug

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.

*Sec. 6. AS 18.07.071(b) is amended to read:

(b) The department may grant a sponsor a temporary certificate for the
temporary operation of a category of health service if the sponsor shows by affidavit
or formal hearing

(1) the necessity for early, immediate, or temporary relief; and
(2) adverse effect to the public interest by reason of delay occasioned
by compliance with the requirements of AS 18.07.043 [AS 18.07.041, 18.07.043] and
application procedures prescribed by regulations under this chapter.
*Sec. [. AS 18.07.071(c) is amended to read:

(c) A temporary certificate granted under (b) of this section does not confer
vested rights on behalf of the applicant. The department shall impose those special
limitations and restrictions concerning duration and right of extension that the
department considers appropriate. A temporary certificate may not be granted for a
period longer than necessary for the sponsor to obtain review of the action certified by
the temporary certificate under AS 18.07.051. Application for a certificate of need
that will be reviewed under As 18.07.043 [AS 18.07.041 OR 18.07.043] must
commence within 60 days after [OF] the date of issuance of the temporary certificate.

*Sec. 8. AS 18.07.081(c) is amended to read:

() A certificate of need shall be suspended if an accusation is filed before the

commencement of activities authorized under AS 18.07.043 [AS 18.07.041 OR
18.07.043] that charges that factors upon which the certificate of need was issued have
changed or new factors have been discovered that significantly alter the need for the

-5 CS1IB 407( )
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activity authorized. A suspension of a certificate may not exceed 60 days. At the end
of this period or sooner, the department shall revoke or reinstate the certificate.
*Sec. 9. AS 18.07.081 (d) is amended to read:

(d) A certificate of need may be revoked if
(1)  the sponsor has not shown continuing progress toward

commencement of the activities authorized under AS 18.07.043 within [AS 18.07.041
OR 18.07.043 AFTER] six months after the date of issuance 0f the certificate;
(2) the applicant fails, without good cause, to complete activities

authorized by the certificate;
(3) the sponsor fails to comply with [THE PROVISIONS OF] this

chapter or regulations adopted under this chapter;
(4) t’.e sponsor knowingly misrepresents a material fact in obtaining

the certificate;
(5) the facts charged in an accusation filed under (c) of this section are

established; or
(6) the sponsor fails to provide services authorized by the terms of the
certificate.
*Sec. 10. AS 18.07.111(2) is amended to read:
(2) “certificate” means a certificate of need issued by the departmen
under AS 18.07.043 or 18.07.071 [AS 18.07.041, 18.07.043, OR 18.07.071];
*Sec. 11. AS 47.05.010 is amended by adding a new subsection to read:
(b) The department shall develop a comprehensive health plan for the state.
To the maximum extent possible, the department shall compile the plan from
information available to the department from its data bases, from the data bases of
other agencies, and from local community efforts. The department shall prepare the
plan in a maimer designed to enable the department to use community-specific health
information in the plan to assist the department in evaluating applications for
certificates of need submitted under AS 18.07 as well as for other purposes.
* Sec. 12, AS 18.07.031(b) and 18.07.041 are repealed.
* Sec. 13. The uncodified law of the State of Alaska is amended by adding a new section to

read:

CSHB 407( ) e
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COMPREHENSIVE HEALTH PLAN; DUE DATE. The plan required under
AS 47.05.010(b), enacted by sec. 11 of this Act, shall be prepared by the Department of
Health and Social Services by January 1, 2003, and a copy of it shall be given by the
department to the legislature by that date.

* Sec. 14. The uncodified law of the State of Alaska is amended by adding a new section to
read:

APPLICABILITY. AS 18.07, as amended by secs. 1-10 and 12 of this Act, applies
to applications for certificates of need that are initially filed on or after the effective date of
this Act.

* Sec. 15. This Act takes effect immediately under AS 01.10.070(c).

-7- CSUB 407( )
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DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029
Mail Stop 3101

State Capitol
Juneau, Alaska 99801-1182
Deliveries to: 129 6th St., Rm. 329

MEMORANDUM April 11, 2002
SUBJECT: New provisions relating to health planning
(CSFIB 407( ), draft version "P")
T0: Representative Fred Dyson
Attn: Jason nAA
FROM: Terri Lauterbach

Legislative Counsel

Enclosed is the blank CS you requested.

The material you asked rme to add to the "O" version of the bill was a combination of
temporary and permanent law. Although the comprehensive plan is, as | understand it,
supposed to be prepared only once and a copy of it is due by a certain date, the plan itself
has ongoing applicability because it is supposed to be used to help implement the
certificate of need program. That is a permanent effect. With the approval of your staff,
therefore, | have split the material up so that some of i; will appear in the general statutes
and some of it will only appear in the temporary laws.

The permanent material is added in the following places: on page 4just before paragraph
(1), and on page 6 as a new section 11.

The temporary material is in new section 13.
If I may be of further assistance, please advise.

TML:med
02-30/.me*.:

Enclosure



AMEND MENT #

OFFERED INTHE HOUSE HESS BY REPRESENTATIVE COGHILL
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TO: CSHB 407(HSS)) Version P

Page |, line 1 following “program;”:
Insert “relating to comprehensive health planning;”

Page 7: Delete lines 1-4.

Page 7, line L

Insert:
COMPREHENSIVE HEALTH PLAN; LIMITATIONS. The plan required under
AS 47.05.010(b), enacted by sec. 11 of this Act,

(1) It is not intended by the legislature to be updated periodically;

(2) shall be prepared by the Department of Health and Social Services by

January 1, 2003, and a copy of it shall be given by the department to the legislature.

by that date: and

(3) shall be prepared by using staff and other resources of the department that
are generally available to perform the duties of the department without an additional
appropriation specifically designated for preparation of the plan.”
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All -

TO: CSHB 407(HSS) Version

Page 7. Delete lines 1- 4.

Page 7, line L

Insert:
COMPREHENSIVE HEALTH PLAN; LIMITATIONS. The plan required under
AS 47.05.010(b), enacted by sec. 11 of this Act,

(1) It is not intended by the legislature to be updated periodically;

(2) shall be prepared by the Department of Health and Social Services by

January 1, 2003, and a copy of it shall be given by the department to the legislature

by that date: and

(3) shall be prepared by using staff and other resources of the department that
are generally available to perform the duties of the department without an additional
appropriation specifically designated for preparation of the plan or without an additional
appropriation to fund indirect impact of existing personnel or resources.”
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A_A. Pain Clinic, Inc.

4100 LakeOtisPkwy
Suite 216
Anchdrage,AK 99508
907 563787S pltQne; v

TCt Fred Dyson From; Leon Chandler
Fax; Pagoa; 9

Phon« We: 4/10/02

Res  HB407 CcC.

CdUrgent X ForReview  [IPlease Comment [IPlease Reply ~ [IPleose Recycle

Please review the following Information as an addition to my previous testimony.

Thank you for your time and consideration.



04/10/2002 03:17 9075535852 A PAIN CLINIC OAGE o2

April 10, 2002

Fred Dyson

House Bill 407

Legislative Session Contact
State Capitol, Room 104
Juneau, AK 99801-1182

Dear Representative,.

| testified by telephone several weeks ago about the certificate of need that Is currently
before the HESS committee. That testimony should be available to you. | am writing to
you to support information | gave during that testimony for information on the health
care system for Providence Hospital and their financial situation. Al Parrish testified in
our trial, through his deposition on 8/24/00 and under questioning, he testified about
several things that were related to the health care system at Providence in Alaska.

At that time, Mr. Parrish was the financial chairman of the Providence board and had
access to all financial information for Providence. He had been on the board from 1990
to 1991 up until that date in 2000, when he testified. On pages 19 and 20 of his
deposition, reference to Arthur Andersen’s auditors report (pages 01613) 1996 earnings
of Providence Alaska Health System was $35,000,454. In 1999, under the strategic plan
report, their earnings were $46,937,000. Projections for earnings in the year 2001 from
that same report were $55 million. Investment of funds returned for them was u.

at 7.9%, according to page 01627. These monies were in rt.citnce to the Providence
Foundation and all of the monies of the Providence Health Care System, Alaska.

In 1994, the Medical Rate Advisory Commission (copy Inclosed) stated that Providence
had 70% of the patient base in the Anchorage market place during 1994 end at that
increased to 80% in the year 1998. This was shown in Exhibit #56 in the court file. Mr.
Parrish testified ownership of other medical services In Anchorage, included Providence
Extended Care, Mary Conrad Center, Horizon House, Providence Home Health Care
System, Alaska Family Residence Program, Providence Behavioral Medical Group
Services, Physical Partners, Community Partners, and Kodiak Management System of
Providence. The Imaging Center was questioned, but noi answered whether it was

owned by Providence or not.

In the 1990 the Providence Strategic Plan on page 25, which is (Providence page
1412), talked about Providence saying, “Individual programs have seen declines in
market share over the last three years, 1987-1989. Surgery declined 4% to 64%,” Mr.
Parrish testified that he thought this would mean that 67-68% of the market share was

Providence's share during the 1986-87 region.
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Letter from Leon H. Chandler, \]r, MD
Page two

In the 1990 Strategic plan, It also states on page 27 (Providence page 1414), under the
heading of Financial, "Corporate expects Sisters of Providence facilities to earn 5to 6
net percent, net return of revenue.” When Mr. Parrish was asked what the actual
revenues were for Providence Health Care Systems, he stated it would be between
$2.5 billion and $3 billion dollars. Mr. Parrish then testified that the return he felt
comfortable with on that amount of revenue had been between 1 and 3% net return on
the total between $2.5 billion and $3.5 billion, or thereabouts.

On page 33 of the same strategic plan (Providence page 1496), It stated, "The Sisters
of Providence System is the largest private provider of health care in Alaska." It goes on
to say, on page 34 of the same report (Providence page 1497), "The Task Force
recognizes that our size and dominance of Alaska health care causes some to see us In
a way that hampers efforts to develop collaborative, trusting relationships with external
entitles.” When Mr. Parrish was asked about this, his response was that his assumption
was that the meaning of this paragraph was that Providence was the largest institution
or delivery system in Alaska for healthcare In 1992. On that same strategic plan, page
1502, under the heading uf Public Relations It says, "The public image, reputation cf
Sisters of Providence Facilities in Alaska Is good, although there are always some who
find fault and feel threatened by our dominance and active stance In the continued
development of our facilities and services." Mr. Parrish was asked by attorney If he had
information as to whether or not the dominance of Alaska had become greater or less
since 1992, and Mr. Parrish felt that he did not know; however, he felt certain that the
area administrator, or administrator of the hospital would know that, and those persons

were Doug Bruce and Gene O’Hara.

When Mr. Parrish was asked in his deposition, how big a lawsuit settlement would have
to be before it would be discussed by the board, under page 49, line 23 and 24, and his
response was, "Well, if It had multiple ramifications In other areas, it was a substantial
impact to the financial statements, in excess maybe, you know, 3, 4, or 5 million,
something like that, it was not covered by Insurance in some fashion, the Board would
begin to - or our legal department would then begin to advise the Board. | can't tell you
specifically what the parameters, what the reporting responsibilities or the matrix Is, but
there is a matrix that, | think, says, okay, here’s what you need to bring It to the Board

level."

The next question by the attorney was, "So, unless the exposure was $3 to $5 million or
so, it wouldn’t see the Board’s attention?" Answer: "Well, I'd have to look at the matrix.
There is a matrix that says, okay, here’s what's within the management purview, and
anything above that, those thresholds, need to be brought to the Board or the Finance
Committee, depending on the competency levels are, in references to the financial

issi'os."

08
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Letter from Leon H. Chandler, Jr., MD
Page three

If there is any question of whether Providence Hospital is making money, It was
estimated from this testimony that Providence would make $55 million above all
expenses in the year 2001. Overall, Providence system wide revenues was estimated to
be as high as 6% of the gross revenue. The total revenues were estimated by Mr.
Parrish to be between 2.5 billion and 3.5 billion systems wide, you can do the math.

This information is for the education of the committee members and is available in
public information as a result of the lawsuit | filed against Providence Hospital. The jury
verdict was unanimous on all counts. This Included the Sherman Antitrust and treble
damaged were awarded by the court. The judgment Is approximately 2 million, which Is
not high enough to even get to the Board of the Providence Health Care System
involved, as stated by Mr. Parrish This judgement is currently being appealed by

Providence.

Thank you very much for your time. If | can be of further assistance with my efforts for
this lawsuit and information that has been made available to you, please contact me

and | will be happy to discuss this with you at any time.

Leon H. Chandler, Jr., MD
LHC: tw
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Representative John Coghill
State Capitol

Room 102

Juneau, AK 99801-1182

. E . T e

Dear Representative Coghiil:

There are a number of bills being considered this legislative session related to amending
the current Certificate of Need laws, including SB 256, HB 407 and HB 485.

The challenge of providing optimal access to healthcare in the unique and fragile sole-
community hospital towns of Alaska is of great concern to me. | am concerned that
lifting the current CON threshold of $1,000,000 or, worse yet, eliminating the need for a
Certificate of Need in communities greater than 55,000 residents, will jeopardize the
health of our state’s community hospitals.

[ think the current CON system is fair and competitive. Ifa service can prove it is needed
in the community, then a CON can be obtained. It doesn’t give any preference to one
applicant over another - each of the alternate proposals is evaluated and the best one is
granted a CON and authorization to proceed.

Although SB 256 looks good on paper, after reviewing the issue I believe it would do
more harm than good. Competition in most industries is a good thing, but changing the
existing CON policy wouldn’t create a positive competitive market in this case. Since the
introduction of the new providers into markets is likely to create excess capacity, it is also
likely to result in higher prices rather than lower ones. | urge you not to pass SB 256.

Thank you for your consideration of this perspective.

Sincerely,

Randy Stofle m

PO Box 56474 ’
North Pole, AK 99705

(907)488-4013

CC: Interior Delegation
Senator Lyda Green, Chair, Senate HESS
Representative Fred Dyson, Chair, House HESS



March 1i,2002

RepresentativeJohn Davies
State Capitol -

Room 415

Juneau, AK 99801-1182

Dear Representative Davies:

Itismy understanding that there are several bills being considered which
could change the requirements for a Certificate of Need here in the state.
lam opposed to these bills as 1 do not feel they would be a benefit to our

community.

The current C O N process provides that our community gets only the
facilities and services that we need to provide quality health care here in
the interior: Should the current threshold of $1,000,000 be lifted 1 believe
ritwill allow other parties to cherry pick services we currently have iIn
place and weaken our overall ability to provide the healthcare we need.

lam in favor of a reasonable level of state oversight for the establishment
ofnew programs and services. The current C O N process does this well.
HB 407 would eliminate the need for this in communities with a _
population base greater than 55,000 .Again this would only weaken our

health care in the long run.

lwould hope that you would support the oppositionof HB 407 ,H B 485
and SB256 and allow our community to continue to provide the services

we need.

/

Thank you for your consideration of this perspective.



1351 Gilmore Trail
Fairbanks, Alaska 99712

CC: Interior Delegation
Senator Lyda Green, Chair, Senate HESS
Representative Fred Dyson, Chair, House HESS



March 7, 2002

Representative John Davies
Stnte Capitol
Juneau, AK 99801-1182

Dear Mr. Davies,

| am writing to tell you I oppose legislation currently under consideration
concerning changing the Certificate of Need process. (SB 256, HB 407 and HB 485)

| believe that increasing the CON threshold of $1,000,000 or eliminating the need
for a Certificate of Need in larger communities will seriously place our community and
our community hospital at risk.

Our community is fortunate to have a Cancer Treatment Center and an adequate
inpatient mental health facility because the hospital was able to provide these services. It
Is well known they do not pay for themselves and must be subsidized by the hospital.
Without a viable, non-profit hospital the needs of the community will not be met. 1f you
make it easy for profit seekers to take away the viable services of the hospital, our
community will most definitely suffer.

Sincerely,

Mrs. Jennifer Williams
2652 Doc John Drive
Fairbanks, Ak. 99709

Copies to:
Senator Lyda Green, Chair, Senate HESS
Representative Fred Dyson, Chair, House HESS



March 25, 2002

Jennifer House
1951 Gilmore Trail
Fairbanks, Ak 99712

Representative John Coghill
State Capitol, Room 102
Juneau, Aiaska 99801

Dear Representative Coghill:

| am writing to express my concerns and opposition to HB 407 and any other legislation
proposed to change or diminish the effectiveness of our Certificate of Need laws.

| believe you have introduced this legislation with the best of intentions - specifically,
you believe that by eliminating CON requirements, competition will be increased and the
consumer will benefit. But the reality is that healthcare, unlike retail industries, is not a
consumer driven market. Consumers of healthcare services are relatively uninformed and
they don’t control the type and amount of services consumed - physicians control the
consumption of these services. Eliminating CON laws will open the floodgates for
specialty providers to carve out and provide profit rich services that are already being
provided in the community. Allowing this redundancy of services will increase the cost
of healthcare for all consumers. In particular, you need to consider the severe nursing
shortage that healthcare providers are currently contending with. Adding unnecessary
providers, which will increase the demand for a shrinking supply of nurses, will only
serve to intensify this crisis and significantly increase the cost of recruiting and retaining

nurses.

Here in Fairbanks we are fortunate to have our community hospital structure, in which all
residents of Fairbanks can participate. We have a hospital that provides a wide array of
services developed in response to need and within financial constraints. As a result, our
community has inpatient mental health services and public inebriant programs, even
though these services are not profitable. Eliminating CON laws weakens our community
hospital system and ensures that consumers will have even less influence over healthcare

in the future.



| would strongly urge you consider the long lasting implications of this proposed
legislation. Instead of pushing this legislation through with limited information-1 would
ask that you defer this action and instead invest some time familiarizing yourself with the
uniqueness of healthcare economics. | believe returning to Fairbanks and holding public
hearings with your constituents would provide you some insight as to what is truly in the

best interest of the community that you represent.

Thank you for taking the time to consider my concerns.

Cc.

Senator Pete Kelly

Senator Gary Wilken

Senator Gene Therriault
Representative John Davies
Representative Jim Whitaker
Representative Hugh Fate
Representative Jeanette James

Representative Joe Hayes
Representative Fred Dyson, Chairman of House HESS



March 25, 2002

Representative John Coghill
State Capitol, Room 102
Juneau, AK 99801

Dear Representative Coghill:

( 'tain aspects of HB 407 may have merit and should be considered by our local
legislators and community. | urge you to table this legislation until review by
Fairbanks and other effected communities, so that accomplished and sound decisions

can be made.

Sincerely,

L»avia ncNary
PO Box 10088
Fairbanks, AK 99710
907-457-2737

Cc: Senator Pete Kelly
Senator Gary Wilken
Senator Gene Therriault
Representative John Davies
Representative Jim Whitaker
Representative Hugh Fate
Representative Jeanette James
Representative Joe Hayes
Representative Fred Dyson, Chairman House HESS



March 25, 2002

Representative John Coghill
State Capitol, Room 102
Juneau, AK 99801

Dear Representative Coghill:

The legislation set forth in HB 407 will eventually destroy the ability to provide the level of
health care that Fairbanks Memorial Hospital now provides to the Fairbanks Community.

Programs such as mental health, Denali Nursing Center and many other services that Fairbanks
Community Hospital now provides will not be provided because the real money producing
services will have been cherry picked from the hospital by those who are only interested in
making more money at the expense of the Fairbanks Community.

You do not see any of those people who want to change the CON language, as it is now,
wanting to open a mental health clinic or a long term nursing facility because they know it does

not make a profit.

The real issue is more profit in some ones bank account as opposed to the overall health care
for the Fairbanks Community.

| sincerely wish you to not tamper with the CON language as it is now written.

Cc: Senator Pete Kelly
Senator Gary Wilken
Senator Gene Therriault
Representative John Davies
Representative Jim Whitaker
Representative Hugh Fate
Representative Jeanette James

Representative Joe Hayes
'Representative:FredcDyson,GhairmanrHouseHESS
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March 25, 2002

Representative John Coghill
State Capitol, Room 102
Juneau, AK 99801

Phone: 907-465-3719

Fax: 907-465-3258

Dear Representative Coghill,

| am writing you with my concerns on the proposed SM256 an HB407. 1do not helieve
that either bill serves the needs of the Fairbanks community.

Fairbanks Memorial Hospital serves the community efficiently and professionally and
does so in a cost effective manner. By allowing business to remove services from the
hospital, the financial base of the hospital is threatened. Doing away with CON will
significantly increase healthcare costs. Weakening the CON law will lead to excess
capacity and higher overall prices, even if prices decrease in a few sub-markets.

When other hospitals in the lower 48 changed their CON, they found themselves facing
shortages in specialized staff. These staff shortages are directly related to a decrease in
healthcare quality. Currently there is a national shortage of many hospital professions,

allowing a change in the CON law will severely aggravate this situation.

794 Quasar Dr.
Fairbanks, AK 99712

(907)457-1562

CC:  Senator Pete Kelly
Senator Gary Wilken
Senator Gene Therriault
Representative John Davies
Representative Jim Whitaker
Representative Hugh Fate
Representative Jeanette James
Representative Joe Hayes
Representative Fred Dyson, Chairman House HESS



Judy Bogard
652 Goldstreak
Fairbanks, AK 99712
907-479-4808

March 25, 2002

Representative John Coghill
State Capitoi, Room 102
Juneau, AK 99801

Dear Representative Coghill:

I'm writing you today regarding the Certificate of Need program and SB 256 and HB 407. The
current CON program has served Alaska well, and particularly Fairbanks. Over the past six
years, several building projects at Fairbanks Memorial Hospital have been reviewed through the
CON process. This has produced an assurance of the soundness of ti = business plan and the
need for the particular services in our community. The scrutiny of the CON program is a
community's assurance that services and buildings will not just be put into business if a true

need does not exist.

In a community such as Fairbanks the current changes being considered to the CON program
would be devastating. Our hospital, Fairbanks Memorial provides many services which do not
pay for themselves due to current reimbursement, such as mental health , home health care
and long term care. These services are provided because the hospital board and administration
believe it is the right thing to do for our community members. These services are supported by
the more profitable services also provided by the hospital, such as imaging, specific outpatient
surgeries and pharmacy. If the hospital were to lose some of its more profitable services
because an individual opened a surgicenter in Fairbanks and "cherry picked" these services,
then the hospital would not be able to make mental health, home care, long term care available
in our community. This means no one would be providing these services and the community

would suffer.

I am asking that no changes be made to the CON process, SB256 and HB 407 need to be
stopped. The present CON process is serving Alaska well and has a sound track record of
working effectively. As a Fairbanks resident, my concern on this issue is paramount. | will be
contacting your office today to speak with you, as | cannot stand by and allow legislature to
move forward on bill, which would be so harmful to my community.

Cc: Senator Pete Kelly
Senator Gary Wilken
Senator Gene Therriault
Representative John Davies
Representative Jim Whitaker
Representative Hugh Fate
Representative Jeanette James
Representative Joe Hayes
Representative Fred Dyson, Chairman House HESS



March 7, 2002

Representative John Coghill
State Capitol

Room 102

Juneau, AK 99807-1182

Dear Representative Coghill,
This letter is in regards to bills are SB 256, HB 407 and HB 485.

Ifthe Certificate of Need laws are relaxed, the community healthcare programs will be
streamlined. If this happens it would become very difficult to find a facility willing to
operate the needed, yet non-revenue generating, programs. |am specifically concerned
about the high rate of alcoholism in Fairbanks. Who would be willing to pick up the tab
for this care if everyone is looking to make a profit? There is certainly no profit to be

made there.

| urge you to strengthen the existing Certificate of Need laws by opposing SB 256.
Thank you for your consideration.

Sincerely,

Melanie Fretwcll, RD
1305 B Bastogne Ct.
Ft. Wainwright, Alaska 99703

CC: Interior Delegation
Senator Lyda Green, Chair. Senate HESS
Representative Fred Dyson, Chair House HESS



»

March 7, 2002

Representative John Davies
State Capitol

Room 415

Juneau, AK 99801-1182

Dear Representative Davies:

There are several bills being considered this legislative session related to
amending the current Certificate of Need laws, including Sb 256,HB 407, and HB

485.

If the CON policy is changed and other facilities are opened, how will a patient
decide where he or she will be treated? In health care, | can't really choose what
to buy and what not to buy. | listen to my physician’s advice. If this physician
can come by some personal gain by sending me to a facility that may not provide
me the best quality of care, the consequences could be very serious.

| ask that you take my perspective under serious consideration.

Karen Johnson
P.O. Box 60416
Fairbanks, AK 99706

CC: Interior Delegation
Senator Lyda Green, Chair, Senate HESS
Representative Fred Dyson, Chair, House HESS
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March 8, 2002

Representative Gene liicrriault
State Capitol

Room 121

Juneau, AK 99801

Dear Representative Therriault:

| am concerned about the bills being considered this legislative session that relate to the
current Certificate of Need laws. Although I’m a fierce advocate of competition in its
purest form, raising the CON threshold merely allows specialty service providers to
selectively pick the more lucrative cases. This leaves community hospitals bearing the
burden of pvoviding care for the indigent and infirm without the ability to offset those
expenses. This isn’t competition—this is elitism. PJease don’t let this happen in our

community.

Thank you for your consideration in this matter.

Sincerely,

Eileen Weatherby

621 Roberts Roost Road
Fairbanks, AK 99712
907-488-9741

CC: Interior Delegation
Senator Lyda Green, Chair. Senate MESS
Representative Fred Dyson, Chair, House HESS



