
A L A S K A  L K lilS L A X U K J l t U R n i l u c .  r  i u l s  z u u i ‘ i u u i  o t r r z :

10557 SENATE HEALTH EDUCATION & SOCIAL SERVICES
-«»■■ i ■■■....................................................................ri.m ' r — „,■■■■...........  -- i— L— 1-^- — ii   —  -   — —         - ■ ■ ■ . . .



7 AAC 43.586 H ea lth  and  S ocial S ervices  7 AAC 43.686

require a facility to establish the fair m arket value of the asset at 
the time of the purchase by means of an appraisal. After the 
appraisal is conducted, the depreciation base of the asset may not 
exceed its fair m arket value less accumulated depreciation. For 
long-term care facility acquisitions on or after October 1, 1985, 
the increase in the depreciable base is limited to one-half of the 
percentage increase since the date of the seller's acquisition, in 
the Dodge Construction Systems Cost for Nursing Homes, or, one- 
half of the percentage increase in the Consumer Price Index for 
All Urban Consumers (United S tates City Average), whichever is 
less. In addition:

(i) If depreciable assets are acquired from a  related organiza­
tion, the facility’s depreciation base may not exceed the base 
the related organization had or would have had if the asset had 
been used for providing services to eligible state program recip­
ients from the date of purchase.

(ii) The depreciation base of a donated asset is calculated as 
of the date of donation. The depreciation base of an asset re­
ceived through testate or in testate distribution other than  a 
donation is the fair m arket value a t the date of death of the 
testate or intestate. However, if a  donation or distribution is 
between related organizations, the depreciation base is the

. lesser of the fair m arket value, or the depreciation base the 
related organization had or would have had for the asset under 
a contract w ith the division of medical assistance.
(E) In preparing its annual budget, a facility shall account for 

depreciation by using useful lives for depreciable assets tha t axe 
no shorter than  useful lives for sim ilar assets in the 1983 edition 
of "Estim ated Useful Lives of Depreciable Hospital Assets,” pub­
lished by American Hospital Publishing, Inc.

(F) A facility shall m easure the life of a  depreciable asset from 
the date of the most recent arm ’s-length acquisition of the asset.

(G) A facility shall depreciate a building improvement over the 
remaining useful life of the  building or building improvement, 
whichever is. less, and m ust depreciate equipment over the re­
maining useful life of the equipm ent or over the remaining useful 
life of th e  building in  which the equipm ent is located, whichever 
is less. If the rem aining book value of the building is less than  the 
equipment expenditure, the  rem aining life of the building must 
be: evaluated for possible extension.

(H) A facility shall depreciate improvements to leased property 
for which it is responsible under the term s of the lease over the 
useful life of the  im provement o r  the rem aining term of the lease 
and available options, to renew  the- lease, whichever is less.

(D A facility may change th e  estim ate of an  asset's useful life to 
a  longer life for the purpose of depreciation.



(J) In preparing its annual budget as required by 7 AAC 
43.679, and in accordance w ith the provisions of the manual, a 
facility shall depreciate buildings, land improvements, and equip­
m ent, using the straight-line method.

(K) If depreciable assets are perm anently abandoned or dis­
posed of through sale, trade-in, scrapping, exchange, theft, 
wrecking, or fire or other casualty, a facility may no longer depre­
ciate the assets, and the assets are considered retired assets.

(L) A gain or loss on the retirem ent of an asset is the difference 
between the remaining undepreciated base of the  asset and any 
proceeds due from the retirem ent of the asset.

(M) If a  retired asset is replaced, a facility shall deduct the gain 
from the depreciation base of the replacement asset in its annual 
budget or budget am endment. The loss to the depreciation base of 
th e  retired asset, if any, may be added to the depreciation base of 
the  replacement asset if  the facility has made reasonable effort to 
recover ac least the undepreciated base of the retired asset.
(10) Costs authorized by a certificate of need.

(A) Interest, depreciation, and other capital costs will not be 
recognized on assets purchased after January  18, 1990 if a certifi­
cate of need was required and the facility did not secure one. 
Recognition of interest, depreciation, and o ther capital costs for 
which a certificate of need was required will be no greater than 
the amounts described w ithin the certificate of need application 
and  other information the applicant provided as a basis for ap­
proval of the certificate of need.

(B) Prospective paym ent rates for facilities which are calcu­
la ted  and paid on a  per diem rate  basis will be no greater than the 
per diem rates proposed within the certificate- of need application 
and  other information the applicant provided as a  basis for ap­
proval of the certificate of need for a period of 24 months follow­
ing:

(1) opening of the new or modified h ea lth  care facility;
(2) alteration of the bed capacity; or
(3) the implem entation date of a  change in  offered categories 

of health  service or bed. capacity. .. .
(C) In  determining w hether interest, depreciation, and other 

capital costs exceed those amounts approved u n d e r a certificate of 
need, and for determ ining the maximum prospective per diem 
ra te  approved under a.certificate of need, the  departm ent will 
consider

(1) the terms of issuance describing the  na tu re  and extent of- 
the activities authorized by the certificate; and

(2) the facts and assertions presented by th e  facility w ithin 
the  application, an d  certificate of need review record, .including 
purchase or contract prices, the rate of in terest identified or
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7 AAC 43.687 H ea lt h  a nd  S ocial S erv ices  7 AAC 43.637

assumed for any borrowed capital, lease costs, donations, devel­
opment costs, staffing and  adm inistration costs, and other infor­
mation the facility provided as a basis for approval of the certif­
icate of need.
(D) If a certificate is issued, authorizing only part of the activi­

ties proposed w ithin a certificate of need application, the lim ita­
tion of rates will be based upon the factors noted under (C) of this 
paragraph.
(11) Limits on operating costs provided by rela ted  organizations. 

Costs of services, facilities, and supplies furnished to a facility by 
organizations related to the facility are allowable costs only to the 
extent th a t these costs do not exceed the lower of

(A) the documented costs of the services, facilities, or supplies 
to the related organization; or

(B) the reasonable price of comparable services, facilities, or 
supplies offered by a  vendor not related to the facility.
(12) Related organization cost documentation. A facility shall 

document the cost to a rela ted  organization for services, facilities, or 
supplies furnished to the facility by the related organization. The 
commission will perm it the cost to be included in the  operating base 
of a  prospective paym ent ra te  only if the cost to be included is fully 
documented as prescribed in the manual.

(13) Pharm aceutical supplies and m aterials. Pharm aceutical sup­
plies and m aterials as defined in the m anual for recipients who are 
residents of a long-term care facility, or an interm ediate care facil­
ity  for the m entally retarded, are reimbursed in  accordance w ith 7 
AAC 43.255(b) and 7 AAC 43.312(a). These costs, with the exception 
of the costs of nonprescription drugs dispensed as ordered by a phy­
sician,. are- excluded from facility prospective paym ent rates..
(e) OBRA '87-related. nurse aide training and  competency evalua­

tion increm ental costs as described in 7 AAC 43.695 are excluded from 
allowable.operating costs. (Eff. 8/9/86, Register 99; am .7/20/88, Regis­
ter 107; am. 1/18/90, Register 113; am  4/12/90, Register 114; am  
9/21/90, Register 116)

Authority : AS 47.07.070 
AS 47.07.073 
AS 47.07.180



7 AAC 43.709. D EFIN ITIO N S. In 7 AAC 43.670 — 7 AAC 
43.709

(1) "adjusted admission" means an adjustm ent to inpatient ad­
missions tha t increases the number of admissions by outpatient 
revenue, at the rate  of one additional admission for outpatient reve­
nue equal to the inpatient rate;

(2) "ancillary costs" means, in the long-term care rate, patien t­
billed charges for additional services in long-term  care facilities, 
such as pharmacy prescriptions, specific supplies, and physician-or­
dered laboratory tests; specifically excluded item s a general phys­
ical therapy costs, general supplies, and o th e r items not specifically 
ordered by a physician;

(3) "appraisal” means the process of establishing the fair m arket 
value of an asset by a professional designated by th e  American 
Institu te  of Real Estate Appraisers as a member appraisal institute



7 AAC 43.709 H ea lth  and  Social S ervices  7 AAC 43.709

(MAI), or designated by the Society of Real Estate Appraisers as a 
senior real estate analyst (SREA) or a senior real property appraiser 
(SRPA); "appraisal” includes a systematic, analytic determination 
of the nature of property rights and investm ent in property and a 
determ ination of values based on a personal inspection and inven­
tory of the property;

(4) "arm ’s-length transaction” means a transaction resulting 
from good-faith bargaining between a willing buyer and a  willing 
seller who are not related organizations;

(5) "assets” means all economic resources of a health  facility, rec­
ognized and m easured in conformity with generally accepted ac­
counting principles, including certain deferred charges tha t are not 
resources but th a t are recognized and m easured in accordance with 
generally accepted accounting principles; _

(6) "board-designated assets” means assets th a t have been desig­
nated or appropriated by the governing board of a facility for special 
uses and not for facility operations;

(7) "budget" and ''budgeting" mean the financial data for, and the 
process of, developing a budget for annual submission to the depart­
m ent, by a facility receiving paym ent from the division of medical 
assistance, to support the projected prospective paymenc rates for 
the facility's fiscal year;

(8) "charges" m eans am ounts th a t patients are billed for health 
care services provided by a facility;

(9) "commingled” funds means cash or cash equivalents, includ­
ing restricted funds and board-designated assets which are accumu­
lated in the same physical account as general operating cash or cash 
equivalents;

(10) "division of medical assistance" means the division within 
the Departm ent of H ealth and Social Services responsible for ad­
m inistering the Medicaid and General Relief Medical assistance 
programs;

(11) "depreciation" means the system atic distribution of the cost 
or other basa of a tangible asset over the estimated, useful life of the 
asset;

(12) "donated asset” m eans an asset tha t the facility acquired 
nominally or w ith no paym ent in the- form of cash, property, or 
services;

(13) "effective date” m eans the date on which a  new or modified 
prospective paym ent ra te  is determ ined by the departm ent to be 
effective;

(14) "employee benefits” means operating cr ,cs tha t include 
FICA; ESC; group health  insurance; group life insurance; pension 
and retirem ent; worker's compensation insurance; and non-payroll- 
related employee benefits such as employee discounts, employee 
health  centers, and child centers;
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(15) "facility" means an acute care hospital, specialty hospital, 
skilled nursing facility, interm ediate care facility, interm ediate 
care facility for the  m entally retarded, rehabilitation facility, inpa­
tien t psychiatric facility, home health agency, ru ral health clinic, or 
outpatient surgical clinic;

(16) "fair m arket value” means the lesser of the appraised value 
or the sales price of an  asset in an arm 's-length transaction;

(17) "findings and recommendations" means the analysis of a fa­
cility budget or budget amendment, the resulting findings, and com­
mission staff recommendations relating to the acceptance or modifi­
cation of a facility’s proposed prospective paym ent rates or effective 
dates;

(18) "fiscal year" m eans the operating or business year of a facil­
ity, which includes 12 consecutive calendar months;

(19) "funded depreciation” means the investm ent of funds gener­
ated from an allowance for depreciation plus the accumulated in ter­
est earnings;

(20) "generally accepted accounting principles” means account­
ing principles approved by the Financial Accounting Standard 
Board (FASB);

(21) "general m ailing list" means a mailing list m aintained by 
the commission consisting of ail persons who have requested in 
w riting to be included on the list;

(22) "goodwill” means the advantage or benefit acquired by a 
facility beyond the mere value of the capital, stocks, funds,'or prop­
erty  it holds, as a  resu lt of the general public patronage and encour­
agem ent it receives from constant or habitual customers because of 
its local position, common celebrity, reputation for skill or affluence 
or punctuality, or from other accidental circumstances or necessi­
ties;

(23) 'Tiistorical cost” means the actual cost incurred in acquiring 
and preparing an  asset for use;

(24) "interm ediate care facility” means a  licensed facility certi­
fied to deliver interm ediate care services as defined in. 7 AAC 
43.185;

(25) "interm ediate care facility for the m entally retarded” means 
a licensed facility as defined in 7 AAC 12.300;

(26) "long-term care facility" includes interm ediate care facilities 
and skilled nursing care facilities;

(27) "m anual” means the Medicaid Rate Commission Accounting 
and Reporting M anual, dated June 1987 and published by the com­
mission, including all reporting forms and instructions;

(28) "notify” m eans to place written notice of an action in the 
U nited States mail, addressed to the last known address of a person, 
or to deliver w ritten  notice by hand to a  person;
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(29) "operating lease” means a lease under which rents or lease 
paym ents are included in current operating expenses;

(30) "patient day” m eans a calendar day of patient care;
(31) "person” means an  individual, partnership, association, cor­

poration, facility, municipal corporation, or the state;
(32) "prospective paym ent ra te” means the rate  authorized by the 

departm ent to be paid by the division of medical assistance to a 
facility for services provided to Medicaid and General Relief Medi­
cal assistance recipients, as described in 7 AAC 43.676;

(33) "ra te” means the average revenue per defined unit of service 
for each revenue center identified in the m anual;

(34) "related organizations” means organizations having a rela­
tionship of the sort described in sec. 267(b) and 267(c) of the U.S. 
In ternal Revenue Code as amended by P.L. 95-628, November 10, 
1978;

(35) "restricted funds” m eans money th a t by agreement with or 
direction of the donor is restricted in the use of its principal or 
in terest to a specific purpose;

(36) "skilled nursing facility” means a  licensed facility certified 
to deliver skilled nursing care services to medical care recipients, as 
defined in 7 AAC 12.250 — 7 AAC 12.290;

(37) "state programs" m eans the Medicaid and General Relief 
Medical assistance programs of the state;

(38) "unrestricted funds" m eans money th a t is not restricted to a 
specific use by the donor;

(39) "occasion of service" means adjusted adm ission, as applied to 
acute care and specialty hospitals; patient day, as applied to long­
term  care facilities; surgery, as applied to outpatient surgery cen­
ters; and visit, as applied to ru ra l health clinics;

(40) "ru ral health clinic visit" means a face-to-face encounter be­
tween a ru ra l health  clinic patient and any health  care professional 
whose services are reim bursed by the division of medical assistance; 
encounters w ith more th a n  one health care professional, and m ulti­
ple encounters with the  same health  care professional, regarding 
the same illness or injury, which take place on the same day and a t 
a  single location, constitute a single visit;

(41) "rural health clinic” means a facility th a t has filed an agree­
m ent with the D epartm ent of H ealth and Social Services to provide 
ru ra l health  clinic services under Medicaid;

(42) "outpatient surgical clinic” means an  am bulatory surgical 
cen te r which, operates as a  distinct entity  exclusively for the pur­
pose of providing surgical services to patients not requiring hospi­
talization;.

(43) "medicaid utilization rates" means the percentage of medi­
caid patient days w ithin an  acute care hospital’s total patient days 
for a  fiscal year;

61
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(44) "the state” means the State of Alaska;
(45) "commission” means the Medicaid Rate Advisory Commis­

sion;
(46) "departm ent” means the Departm ent of H ealth and Social 

Services;
(47) "commissioner” m eans the commissioner of the Departm ent 

of H ealth and Social Services or his or her designee;
(48) "deputy commissioner" means the deputy commissioner of 

the Departm ent of H ealth and Social Services or his or her designee;
(49) "executive director" means the executive director of the 

Medicaid Rate Advisory Commission or his or her designee;
(50) "base year” means the facility's fiscal year ending 12 months 

before the prospective fiscal year;
(51) "certificate" means a certificate of need authorized by AS 

18.07.031 — 18.07.111;
(52) "terms of issuance” means the terms specified by a certificate 

of need describing the natu re  and extent of the activities authorized 
by the certificate;

(53) "appropriate region" means the region described in the 1990 
publication of Alaska Wage Rates for Selected Occupations, pub­
lished by the Alaska D epartm ent of Labor, th a t is most applicable 
to a  facility. (Eff. 8/9/86, Register 99; am 7/4/87, Register 102; am 
5/8/88, Register 106; am 6/19/88, Register 106; am  7/20/88, Register 
107: am 3/16/89, Register 109; am 3/13/89, Register 110; am 8/25/89, 
Register 111; am 10/11/89, Register 112; am 1/18/90, Register 113; • 
am 9/21/90, Register 116)

Authority ; AS 47.07.070 
AS 47.07.073 
AS 47.07.180

Editor's notes. —  Copies of the publi­
cation Alaska Wage Rates for Selected Oc­
cupations, adopted by reference in 7 AAC 
43.709(53), may be obtained from the De­

partment of Labor, Division of Adminis­
trative Services, Research and Analysis, 
P.O. Box 21149, Juneau. AK 99802, tele­
phone number 465-4500.



L i s t  o f  C e r t i f i c a t e  o f  N e e d  A p p l i c a t i o n s  - 1 9 9 6 - 2 0 0 1 :  A m o u n t s  

R e q u e s t e d  a n d  A p p r o v e d  a n d  A c t i o n s

# F ac ility P ro je c t
A m o u n t

R e q u e s te d
A m o u n t

A p p ro v e d A ction
2001

1 Fairbanks - Renal Care 12-Station Dialysis $ 1,900,000 $ Under Review
2 Providence (PAMC) 60 bed MH facility $ 25,000,000 $ Under Review
3 Providence (PAMC) North Tower Mod. $ 8,550,000 $ Under Review
4 Valdez C om m unity Hsp R eplacem ent Hosp. $ 24,100,000 $ Under Review
5 Ketchikan Gen. Hosp MRI/Remodel $ 1,182,720 $ 1,182,720 A pproved
6 Bartlett Regional (Jun) 8 New Beds/Expand $ 40,000,000 $ 39,200,000 G arden Denied
7 Sitka Com m unity 5 New NH B eds $ 13,500 $ Under Review
8 Providence (PAMC) PET S canner $ 3,200,000 $ 3,200,000 Approved

2000
9 A laska Regional Hosp. Expand/Rem odel $ 12,300,000 $ 12,300,000 Approved

1999
10 Tanana Vally Clinic 2 OP su rg . su ites $ 4,200,000 0 Denied
11 Fairbanks ASC 2 OP surg . su ite s $ 5,500,000 0 Denied
12 Fairbanks Mem Hosp. 2 OP su rg . su ite s $ 1,300,000 0 Denied
13 So. P en insu la  Hosp. 10 New NH Beds $ 2,967,000 $ 2,967,000 5 Beds Denied
14 Providence (PAMC) N. Tower Mod. $ 25,000,000 $ 25,000,000 Approved
15 A laska Psych  Inst. CON Mod. $ 50,868,000 0 W ithdrawn
16 Fairbanks Mem Hosp. 20-Bed MH Unit $ 3,388,000 $ 3,388,000 Approved
17 Valley H ospital Expand/Rem odel $ 10,000,000 $ 10,000,000 A pproved
20 Central P en insu la  Hosp. MRI $ 1,410,000 $ 1,410,000 Approved

1998
21 So. P en insu la  Hosp. Rem odel Acute $ 6,333,756 $ 6,333,756 Approved
22 A laska R egional Hosp. O pen Heart/Trauma $ 1,313,000 $ 1,313,000 OH su ite  delayed
23 A laska R egional Hosp. Open Arc. MRI $ 1,263,000 $ 1,263,000 A pproved
24 Fairbanks ASC. Inc 2 OP Surg S uites $ 2,894,606 0 Denied
25 St. A nn 's C are C enter 44-Bed Nurs Home $ 14,948,573 $ 14,948,573 A sst Liv Req'd

1957
26 Providence (PAMC) Heart C enter $ 1,600,000 $ 1,600,000 OH su ite  delayed
27 B artlett Regional (Jun) Expand/Rem odel $ 6,777,300 $ 6,777,300 Approved
28 Valley Hospital 60-Bed Nurs Home $ 6,700,000 $ 6,700,000 W ithdrawn
29 Providence (PAMC) Pediatric C enter $ 7,000,000 $ 7,000,000 Approved

199 |

30 P rovidence (PAMC) Heart C enter $ 3,500,000 $ 3,500,000 Approved
31 Providence-Sew ard  MC R eplacem ent Hosp. $ 7,500,000 $ 7,500,000 Approved

Total $ 280,709,455 $ 155,583,349

Source: State of Alaska/DHSS/DAS/Facilities & Planning
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Sectional Analysis 
CS Senate Bill 256

“An Act relating to the certificate of need program; establishing a working group on 
psychiatric care services; and providing an effective date.”

Section 1: Increases the threshold for certificate o f need from .$1,000,000 to 
$10 ,000 ,000  for facility construction, alteration or addition o f  a 
new category o f  health services at a health care facility.

Section 2: A llow s for the relocation of any health care facility within the 
same com m unity without a certificate o f need provided the facility 
does not increase number o f beds or categories o f  services.
Current statute allow s only for ambulatory surgical facilities to 
relocate without a certificate o f need.

Section 3:

Section 4:

Section 5:

Adds two new requirements to the standard o f review for non­
nursing hom e beds; the financial feasibility and long term viability 
of the project; and the forecast o f  the probable financial effect o f  
the project on consumers and the state’s fiscal condition

Provides for a temporary moratorium on certificates o f  need fc ' 
psychiatric beds from the passage o f  the bill until July 1, 2003.

Establishes a six-m em ber working group appointed by the 
Governor to analyze issues regarding psychiatric care services in 
Alaska. This group will report to the Legislature by the first day of  
the First Regular Session o f the Twenty-Third Alaska Legislature.

Section 6: Provides that the provisions o f  section 3 apply to applications o f  
certificates o f need that are initially filed on or before the effective  
date o f this Act.

Section 7: Provides for an immediate effective date

Prepared by Jerry Burnett 
Legislative Staff to Senator Lyda Green 
February 4, 200 2



PIER C E TESTIMONY 
FROM SHES 1 1 / 9 / 0 1

MR. DAVID P IE R C E , H e a l t h  P l a n n e r ,  s a i d  h e  i s  a l s o  k n  >wn a s  t h e  
C e r t i f i c a t e  o f  N e e d  C o o r d i n a t o r  a n d  t h a t  t h e  o f f i c e  h a d  b e e n  
a c t i v e  s i n c e  1 9 7 6 .  M o s t  o f  tfc  ̂ s t a t e s  e s t a b l i s h e d  t h e s e  o f f i c e s  
i n  t h e  1 9 7 0 s ;  74  p e r c e n t  o f  th e m  s t i l l  h a v e  C e r t i f i c a t e  o f  N e e d  
p r o g r a m s .

CHAIRWOMAN GREEN i n t e r r u p t e d  h im  t o  s a y  t h e  r e a s o n  t h e y  a r e  
t a l k i n g  a b o u t  i t  a t  a l l  t o d a y  i s  i t s  t i e - i n  t o  M e d i c a i d .

MR. PIERCE e x p l a i n e d  t h a t  so m e  o f  t h e  b i g  i s s u e s  i t  d e a l s  w i t h  
a r e  r a t i o n a l  d e v e l o p m e n t  o f  h e a l t h  c a r e ,  q u a l i t y  o f  c a r e ,  a c c e s s  
a n d  t o  d e c r e a s e  u n n e c e s s a r y  d u p l i c a t i o n  a n d  c o s t  c o n t a i n m e n t .  I t  
a l s o  h a s  a  p u b l i c  i n v o l v e m e n t  c o m p o n e n t  w h e r e  p e o p l e  w ho a r e  
i n v o l v e d  i n  t h e  p r o j e c t s  h a v e  i n p u t  i n t o  t h e  p r o c e s s .  M o s t
p r o j e c t s  a r e  a p p r o v e d ,  b u t  o v e r  t h e  p a s t  2 0  y e a r s  a b o u t  5 0 0
n u r s i n g  hom e b e d s  w e r e  p r o p o s e d  a n d  n o t  b u i l t .  I f  a l l  t h o s e  b e d s  
h a d  b e e n  b u i l t ,  i t  w o u ld  s a v e  a b o u t  $ 6 0  m i l l i o n  p e r  y e a r .

O t h e r  s t a t e s  l i k e  T e x a s  a n d  C a l i f o r n i a  c o n t r a c t  f o r  c e r t a i n  
n u m b e rs  o f  b e d s  r a t h e r  t h a n  r e v i e w i n g  p r o j e c t s  a s  t h e y  co m e  i n .  
O t h e r  s t a t e s  h a v e  a l s o  p u t  m o r a t o r i u m s  o n  c o n s t r u c t i o n  t o  l i m i t  
g r o w t h .  C e r t i f i c a t e  o f  N e e d  p r o g r a m s  v a r y  b y  s t a t e  d e p e n d i n g  o n  
t h e  n e e d .  O ne  o f  t h e  k e y  i s s u e s  t o  t h i n k  a b o u t  i n  A l a s k a  i s  t h a t
t h e  s m a l l  p o p u l a t i o n s  a r e  s e r v e d .

CHAIRWOMAN GREEN a s k e d  h im  t o  e x p l a i n  t n a t  f u r t h e r .

MR. PIERCE r e p l i e d  t h a t  so m e  t y p e s  o f  c a r e  w i l l  o n l y  b e  i n  t h e  
l a r g e r  c o m m u n i t i e s .  A l a s k a  d o e s n ' t  h a v e  a  CAT s c a n n e r ,  a  t y p e  o f  
r a d i o l o g y  t h a t  d e t e c t s  c a n c e r .

TAPE 0 2 - 5 2 ,  S ID E  B

T h e r e  h a s  t o  b e  a  c e r t a i n  l e v e l  o f  u s e  t o  b e  a b l e  t o  s u p p o r t  a  
p i e c e  o f  e q u i p m e n t  f i n a n c i a l l y .  A l s o ,  c e r t a i n  t y p e s  o f  s e r v i c e s  
l i k e  o p e n  h e a r t  s u r g e r y ,  t h a t  i f  y o u  d o n ' t  h a v e  a  h i g h  e n o u g h  
l e v e l  o f  u s e  o f  t h a t  s e r v i c e ,  t h e  s k i l l  l e v e l  o f  t h e  p h y s i c i a n s  
w i l l  n o t  b e  m a i n t a i n e d  a n d  t h e r e  w i l l  b e  m o re  c o m p l i c a t i o n s  w i t h  
t h o s e  s u r g e r i e s .

MR. PIER C E s a i d  t h a t  a p p r o x i m a t e l y  86 p e r c e n t  o f  t h e  n u r s i n g  
hom e b e d  c a r e  i s  M e d i c a i d  r e l a t e d .  T h e  a v e r a g e  c o s t  o f  a  d a y  i n



a  n u r s i n g  hom e s t a t e w i d e  i s  $ 3 0 6 .  S o , b a s i c a l l y ,  f o r  e v e r y  10 
n u r s i n g  hom e b e d s  i s  g o i n g  t o  c o s t  $ 1  m i l l i o n  t o  M e d i c a i d .

CHAIRWOMAN GREEN a s k e d  f o r  a n  e x a m p le  o f  [ i n d i s c ]  v e r s u s  l o n g ­
te r m  c a r e .

MR. PIER C E r e p l i e d  t h e  M a ry  C o n r a d  C e n t e r  w i t h  90 b e d s  a n d  t h e y  
a r e  a l l  f u l l .

CHAIRWOMAN GREEN a s k e d  i f  a n y o n e  w ho w a l k s  t h r o u g h  t h e  d o o r  a n d  
q u a l i f i e s  f o r  M e d i c a i d  c a n  s t a y  i n  t h a t  b e d .

MR. PIE R C E  r e p l i e d  n o .  T h e r e  a r e  tw o  k i n d s  o f  p a y m e n t s .  T h e
o t h e r  14 p e r c e n t  o f  p e o p l e  a r e  p r i v a t e  p a y  o r  V e t e r a n s  
A d m in is  t r a t i o n .

CHAIRWOMAN GREEN a s k e d  i f  t h e y  a r e  n o t  i n  t h e  C e r t i f i c a t e  o f  
N e e d  p r o c e s s  a n d  s u p p o s e  M a ry  C o n r a d  n e e d e d  10  m o re  b e d s ,  d o e s  
M e d i c a i d  h a v e  t h e  a b i l i t y  t o  s a y  t h e y  h a d n ' t  a p p r o v e d  t h e  b e d s  
a n d  t h e r e f o r e ,  t h e y  w o u l d n ' t  p a y  f o r  t h e  p e o p l e .

MR. PIE R C E  s a i d  n o ,  b e c a u s e  o n c e  a  p l a c e  i s  l i c e n s e d  a s  a
M e d i c a i d  p r o v i d e r ,  i t  i s  a b l e  t o  t a k e  p a t i e n t s .

CHAIRWOMAN GREEN a s k e d  w hy  t h e y  w o u ld  t h e n  n e e d  a  C e r t i f i c a t e  o f  
N e e d .

MS. JANET CLARKE, D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s ,  s a i d  
t h i s  w a s  a  g o o d  q u e s t i o n .  M r. P i e r c e  w a s  t a l k i n g  a b o u t
l i c e n s i n g ,  w h ic h  c o m e s  a f t e r  t h e  C e r t i f i c a t e  o f  N e e d  p r o c e s s ,  
w h ic h  c o m e s  p r i o r  t o  c o n s t r u c t i o n .  L o n g - t e r m  c a r e  h a s  b e e n  t h e  
c o n c e r n  o f  t h e  A l a s k a n  l e g i s l a t u r e  f o r  so m e  t i m e  a n d  d e c l a r e d  a  
m o r a t o r i u m  f o r  a  n u m b e r  o f  y e a r s .  "W hen D a v id  s a y s  t h a t  o n c e  
y o u ' r e  l i c e n s e d ,  i f  s o m e o n e  c o m e s  i n  t h e y  a r e  e l i g i b l e  f o r  t h a t  
i s  c o r r e c t ,  b u t  t h e  C e r t i f i c a t e  o f  N e e d  p r o c e s s  i s  w h e r e  t h e
r e v i e w  h a p p e n s . "

T y p i c a l l y ,  s o m e o n e  w i l l  n e e d  s k i l l e d  l o n g - t e r m  n u r s i n g  c a r e ,  b u t  
i s  n o t  e l i g i b l e  r i g h t  a w a y  b e c a u s e  t h e y  h a v e  t o  s p e n d  dow n  so m e 
o f  t h e i r  a s s e t s .

SENATOR TAYLOR c o m m e n te d  t h a t  we h a v e  t o  b a n k r u p t  th e m  f i r s t .

MS. CLARKE s a i d  t h a t  w a s  r i g h t .

CHAIRWOMAN GREEN s a i d  s h e  d i d n ' t  w a n t  t o  b e  p r o t e c t e d  b y  t h e  
g o v e r n m e n t  a l l  t h e  t i m e  a n d  s h e  f i n d s  i t  s t r a n g e  t h a t  s o m e o n e  i n



a n  o f f i c e  i n  J u n e a u  c a n  d e t e r m i n e  how  m an y  CAT s c a n n e r s  c a n  b e  
i n  t h e  s t a t e  o f  A l a s k a .  I f  s h e  w a n t s  o n e  o f  t h e  s c a n n e r s  a t  a  
h o s p i t a l ,  s h e  s h o u l d  b e  a b l e  t o  g o  o u t  a n d  b u y  o n e  a n d  g o  b r o k e  
i f  t h a t ' s  w h a t  h a p p e n s .

MS. CLARKE r e p l i e d  t h a t  a  f e w  y e a r s  a g o  t h e  l e g i s l a t u r e  p a s s e d  
a m e n d m e n ts  t o  t h e  C e r t i f i c a t e  o f  N e e d  la w  a n d  t h e r e  c a r e  m o re  
s t r i n g e n t  r e q u i r e m e n t s  f o r  l o n g - t e r m  c a r e  -  b e c a u s e  t h e  
l e g i s l a t u r e  w a s  c o n c e r n e d  a b o u t  t h e  i m p l i c a t i o n s  f o r  M e d i c a i d .

CHAIRWOMAN GREEN s a i d  t h e r e  h a d  b e e n  t h r e e  m a j o r  a t t e m p t s  t o  
r e v i s e  t h e  p r o c e s s .

MS. CLARKE s a i d  s h e  u n d e r s t a n d s  w h a t  t h e  S e n a t o r  i s  g e t t i n g  a t ,  
b u t :

W h at I  w a s  t r y i n g  t o  g e t  a t  t h a t  -  t h e  C e r t i f i c a t e  o f  
N e e d  p r o g r a m  a s  f a r  a s  c o n s i d e r i n g  c o s t  i m p l i c a t i o n s  
t o  M e d i c a i d  -  b a s e d  o n  t h e  la w  -  c a n  o n l y  d o  t h a t  f o r  
l o n g - t e r m  c a r e .  F o r  t h e  o t h e r  p a r t s ,  a c u t e  c a r e  o r  CAT 
s c a n s ,  t h e y  c a n ' t  c o n s i d e r  t h e  i m p l i c a t i o n s  f o r  
M e d i c a i d  o r  c o s t .  I t ' s  b a s e d  o n  n e e d  a n d  a c c e s s ,  e t c .
T h e  w a y  t h e  l e g i s l a t u r e  h a s  s t r u c t u r e d  t h e  l a w ,  t h e r e  
a r e  tw o  d i f f e r e n t  r e v i e w  s t a n d a r d s ,  a n d  I  t h i n k ,  
b e c a u s e  o f  t h e  i m p l i c a t i o n s  f o r  M e d i c a i d .

MR. PIERCE s a i d  o n e  i m p o r t a n t  t h i n g  t o  re m e m b e r  i s  t h a t  i n  m o s t
o f  t h e  h o s p i t a l s  t h e r e ' s  o n l y  o n e  m a r k e t  i n  t h e  s t a t e ,
A n c h o r a g e ,  w h e r e  t h e r e ' s  c o m p e t i t i o n  b e t w e e n  h o s p i t a l s .  I n  m o s t  
o f  t h e  o t h e r  c o m m u n i t i e s  t h e r e  i s  o n e  f a c i l i t y .  I n  t h e s e  c a s e s ,  
i f  s o m e o n e  g o e s  b a n k r u p t ,  y o u  e n d  u p  w i t h  p e o p l e  n o t  h a v i n g
a n y t h i n g .

SENATOR TAYLOR s a i d  h e  w a n t e d  t o  g e t  a w a y  f r o m  t h e  M e d i c a i d
a s p e c t s  o f  t h i s .

Why s h o u l d  a n y o n e  h a v e  t o  g o  t h r o u g h  t h e  p r o c e s s  i f  
e c o n o m i c a l l y  t h e y  b e l i e v e  i t ' s  a  g o o d  i n v e s t m e n t  f o r  
th e m  t o  p u t  i n  a n  MRI o r  s h o u l d  t h e y  t e l l  a l l  p a t i e n t s  
i n  K e t c h i k a n  y o u  c a n ' t  h a v e  a n  MRI h e r e .  Y ou n e e d  t o  
b u y  a  $ 3 5 0  -  $ 4 0 0  a i r p l a n e  t i c k e t  a n d  f l y  u p  t o  J u n e a u  
a n d  u s e  J u n e a u ' s  m a c h i n e ,  w h ic h ,  b y  t h e  w a y , h a s n ' t  
b e e n  a p p r o v e d  y e t ,  e i t h e r .

CHAIRWOMAN GREEN a s k e d  i f  s h e  k n ew  o f  a n y  c a s e  w h e r e  p e o p l e  h a d  
b e e n  d e n i e d  a c c e s s  t o  P r o v i d e n c e .



MR. PIER C E r e p l i e d  t h a t  h e  d i d n ' t  kn o w  o f  a n y  c i r c u m s t a n c e  l i k e  
t h a t .

MS. CLARKE r e m i n d e d  e v e r y o n e  t h a t  CON a p p l i e s  f o r  c a p i t a l  
c o n s t r u c t i o n  o f  o v e r  $ 1  m i l l i o n ;  i t ' s  n o t  f o r  o p e r a t i n g  c o s t s .

MR. PIE R C E  s a i d  a  l o t  o f  h e a l t h  c a r e  i s  m o v in g  f r o m  t h e  i n ­
p a t i e n t  t o  t h e  o u t - p a t i e n t  a r e a s .  He s a i d ,  " H o s p i t a l s  d o  a  
v a r i e t y  o f  t h i n g s  t h a t  so m e  o f  th e m  g e t  m o re  m o n e y  t h a n  w h a t  
t h e y  p a y  o u t  i : i  c o s t s  f o r  t h e  s e r v i c e . "

CHAIRWOMAN GREEN a s k e d  f o r  a n  e x a m p le .

MR. PIER C E r e p l i e d  a  c r i t i c a l  c a r e  u n i t  o r  a n  IC U  o r  m a y b e  i n ­
p a t i e n t  s e r v i c e s .

CHAIRWOMAN GREEN c o m m e n te d  t h a t  t h i s  w a s  m o re  d i s c o u r a g i n g  t o  
h e r  t h a n  e n c o u r a g i n g .

MR. RICK JOHNSON, V a l l e y  H o s p i t a l  O p e r a t i n g  B o a r d  o f  D i r e c t o r s ,  
s a i d  h e  t h o u g h t  M r. P i e r c e  w a s  t r y i n g  t o  s a y  i s  t h a t  t h e r e  i s  a
c o n c e r n  a b o u t  " c h e r r y  p i c k i n g . " He s a i d :

I f  y o u  o p e n  u p  a n  o u t - p a t i e n t  s u r g e r y  c e n t e r  a n d  a r e  
i n  d i r e c t  c o m p e t i t i o n  w i t h  V a l l e y  H o s p i t a l  w h e r e  we 
h a v e  t o  a c c e p t  a  r e d u c e d  r a t e  f o r  M e d i c a i d  a n d
M e d i c a r e ,  t h e n  a l l  t h o s e  s e r v i c e s  a r e  g o i n g  t o  g o
e l s e w h e r e  w h e r e  we m ak e  so m e  m o n e y  t o  b e  a b l e  t o
s u p p o r t  o u r  c o m m u n ity  h o s p i t a l  -  t h a t ' s  g o i n g  t o  b e  
g o n e .

CHAIRWOMAN GREEN s a i d  e v e r y o n e  u n d e r s t a n d s  t h a t .  S h e  w as  
c o n c e r n e d  t h a t  h o s p i t a l s  o p e r a t e  u n d e r  a  d i f f e r e n t  s e t  o f  r u l e s
w h en  i t  c o m e s  t i m e  t o  m ak e  t h e i r  r e p o r t s  t o  t h e  f e d e r a l
g o v e r n m e n t  a n d  w h e n  t h e y  p a y  t a x e s .

MR. JOHNSON s a i d  t h a t  w a s  c o r r e c t .

CHAIRWOMAN GREEN s a i d  s h e  w a s  p e r f e c t l y  w i l l i n g  t o  h a v e  h i s  
B o a r d  m a k e  d e c i s i o n s  a n d  n o t  h a v e  a n  o f f i c e  t e l l i n g  th e m  w h a t
t h e y  c a n  a n a  j a n ' t  d o .

MR. JOHNSON a s k e d  w h a t  h a p p e n s  w h en  t h e y  d o n ' t  h a v e  a  
C e r t i f i c a t e  o f  N e e d  p r o c e s s  a n d  s o m e o n e  o p e n s  u p  a  s h o p  " o u t  
h e r e "  a n d  t a k e s  e v e r y t h i n g  a w a y  f r o m  V a l l e y  H o s p i t a l  t h a t  m a k e s  
m o n e y .



I 'm  n o t  s a y i n g  t h a t  w e s h o u l d n ' t  b e  e f f i c i e n t  a n d  
b e i n g  a b l e  t o  c o m p e t e ,  b u t  w e n e e d  t o  b e  a b l e  t o  d o  
t h a t  -  b u t  t h e y  t a k e  e v e r y t h i n g  e l s e  a w a y  f r o m  V a l l e y  
H o s p i t a l  a n d  w e d o n ' t  h a v e  a n  o p p o r t u n i t y ,  b e c a u s e  we 
h a v e  t o  t a k e  e v e r y b o d y  t h a t  w a l k s  t h r o u g h  t h e  d o o r .  We 
h a v e  t o  t a k e  M e d i c a r e  a n d  M e d i c a i d  p a t i e n t s  a t  a  l o w e r  
r e i m b u r s e m e n t  l e v e l  a n d  t h e  o n l y  w ay  t h a t  we c a n  
s u p p o r t  o u r s e l v e s  i s  t h r o u g h  p r o f i t  c e n t e r s . T h e s e  
o t h e r  f o l k s  t h a t  o p e n  u p  a  f a c i l i t y  o u t  h e r e ,  t h e y  
d o n ' t  h a v e  t o  t a k e  M e d i c a i d  o r  M e d i c a r e .

CHAIRWOMAN GREEN a s k e d :

W h o 's  t o  s a y  t h a t  t h e y  d o n ' t  w a n t  t o  t a k e  lo w  p a y ,  c o ­
p a y  p r i v a t e  -  j u s t  l i k e  t h e  w h o le  r a f t  o f  a s s o r t m e n t  
t h a t  y o u ...A re  y o u  s a y i n g  t h a t  b e c a u s e  t h e  la w  d o e s n ' t  
r e q u i r e  th e m  t o  d o  t h a t ?

MR. JOHNSON s a i d  t h a t  w a s  c o r r e c t .

CHAIRWOMAN GREEN s a i d  m a y b e  t h a t  w a s  t h e  p o i n t  t h e y  n e e d e d  t o
a d d r e s s .  S h e  f o u n d  i t  s t r a n g e  t h a t  h e  w o u ld  t u r n  o v e r  h i s
d e c i s i o n - m a k i n g  a b i l i t y  t o  a n  a g e n c y  i n  s t a t e  g o v e r n m e n t .

MR. JOHNSON a g r e e d  a n d  s a i d  i t  w a s  a  s t r a n g e  p a r a d o x .

1 2 : 2 5

SENATOR TAYLOR s a i d  h e  w a s  c o n c e r n e d  a b o u t  a l l  t h e  d i f f e r e n c
r a t e s  t h a t  a r e  c h a r g e d  f o r  t h e  sa m e  s e r v i c e  a n d  b e c a u s e  t h e y :

...H ave a  t i c k e t  t o  p l a y ,  t h e y  a r e  t h e  o n l y  g am e  i n  to w n  
a n d  t h a t  C e r t i f i c a t e  o f  N e e d  b e c o m e s  how  d o  w e p r o t e c t  
o u r  m o n o p o ly  t o  m a k e  c e r t a i n  t h a t  n o b o d y  e l s e  d o e s  
co m e  i n  a  c h e r r y  p i c k .  T h e r e ' s  n e v e r  b e e n  a  l e v e l  
p l a y i n g  f i e l d ;  t h e r e ' s  n o t  g o i n g  t o  b e  one..."

MR. JOHNSON r e s p o n d e d :

B u t ,  w e h a v e  r e q u i r e m e n t s ,  b u t  how  d o  we c o r r e c t  t h o s e  
f e d e r a l  r e q u i r e m e n t s ,  t h e  s t a t e  r e q u i r e m e n t s  t h a t  we 
have...W e o n l y  g e t  x  am oui t  o f  r e i m b u r s e m e n t  o n  t h o s e  
p a r t i c u l a r  t h i n g s  a n d  we L a v e  t o  a c c e p t  e v e r y b o d y  w ho 
w a l k s  t h r o u g h  t h e  d o o r  a n d  s o m e b o d y  c a n  g o  dow n t h e  
s t r e e t  a n d  o p e n  u p  a  s h o p  a n d  t h e y  d o n ' t  h a v e  t o  t a k e  
th e m .



SENATOR TAYLOR s a i d ,  "Y ou h a v e  my c o m p l e t e  s y m p a t h y ;  I  
u n d e r s t a n d .  I  w a s  j u s t  t r y i n g  t h e  c l a r i f y  t h e  r e a l i t y  o f  w h e r e  
w e ' r e  a t  t o d a y . "

CHAU WOMAN GREEN s a i d  s h e  t h o u g h t  t h e y  c o u l d  s e t  a s i d e  t h e  
f e d e r a l  r e q u i r e m e n t s .  S h e  d o e s n ' t  h a v e  a n y  d e l u s i o n  a b o u t  m a k in g  
a n y  s u b s t a n t i v e  c h a n g e  i n  t h e  C e r t i f i c a t e  o f  N e e d  p r o c e s s .  " I ' v e  
g o t  t o  t e l l  y o u  t h e r e  i s  s o m e t h i n g  m a s s i v e l y  w ro n g  w i t h  t h e
s y s t e m  r i g h t  now  a n d  w e e i t h e r  h a v e  t o  c h a n g e  t h e  d o l l a r  a m o u n t ,  
we h a v e  t o  c h a n g e  t h e  r e q u i r e m e n t  o f  p e o p l e  w ho co m e i n  a n d  w a n t  
t o  p l a y ;  w e h a v e  t o  d o  s o m e t h i n g  w h e r e  w e d o n ' t  s a y  i t ' s  o k a y  
f o r  P r o v i d e n c e  o r  R e g io n a l . . .

MR. JOHNSON s a i d  h e  i s  j u s t  l o o k i n g  f o r  a  l e v e l  p l a y i n g  f i e l d .

CHAIRWOMAN GREEN s a i d  t h e  p r o b l e m  i s  how  d o  t h e y  g e t  t h e r e .

MR. JOHNSON s a i d  t h e i r  s t r a t e g i c  p l a n  i s  t o  b u i l d  a  n e w  f a c i l i t y  
a n d  t h e y  w a n t  t o  d o u b l e  t h e i r  c a p a c i t y  a n d  h e  d o e s n ' t  w a n t  t o  
h a v e  t o  g o  t h r o u g h  t h e  CON p r o c e s s . B u t  h e  i s  a l s o  c o n c e r n e d
t h a t  o t h e r  p e o p l e  c a n  b u i l d  f a c i l i t y  a n d  n o t  h a v e  t h e  sa m e
r e q u i r e m e n t s  t h a t  h i s  h o s p i t a l  d e e s .

MR. PIER C E s a i d  t h a t  t h e y  a r e  t r y i n g  t o  e d u c a t e  t h e
a d m i n i s t r a t o r s  s o  t h e y  c a n  g e t  u p  t o  s p e e d  a n d  g e t  t h e  CONs i n  
a n d  n o t  h a v e  t h e  d e l a y s .

SENATOR DAVIS a s k e d  i f  i t  w a s  c o r r e c t  t h a t  74  p e r c e n t  o f  t h e  
s t a t e s  u s e  t h e  CON. M r. J o h n s o n  s a i d  t h a t  w a s  c o r r e c t .

SENATOR DAVIS a s k e d  i f  h e  kn ew  w h a t  t h e  o t h e r  s u a t e s  d i d  w ho d i d  
n o t  u s e  t h a t  p r o c e s s  a n d  w h a t  k i n d  o f  p r o b l e m s  d i d  t h e y  h a v e .

MR. JOHNSON s a -  d i d r  b u t  h e  c o u l d  g e t  h e r  so m e
i n f o r m a t i o n .

SENATOR DAVIS s a i d  t h e y  h a d  t o  h a v e  i n f o r m a t i o n  o n  t h i n g s  t h a t  
a r e  w o r k in g  i n  o t h e r  s t a t e s  b e c a u s e  i t  m i g h t  h e l p  t h e  s i t u a t i o n  
i n  A l a s k a .

MS. CLARKE s a i d  so m e  o f  t h e  o t h e r  s t a t e s  m i g h t  c o n t r a c t  f o r  a  
c e r t a i n  n u m b e r  o f  b e d s  a n d  t h a t ' s  a l l  t h e y ' l l  p a y  f o r  f o r  
M e d i c a i d ,  f o r  e x a m p le .
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Were helping people care fo r  people!
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February 1,2002

Senator Jerry Ward
Member, Health, Education and Social Services
State Capitol
Juneau, AK 99801-1182

Dear Senator Ward:

RE: Opposition to SB 256

I am writing as the representative o f the Alaska State Hospital and Nursing Home Association 
(ASHNHA). ASHNHA is an association of hospitals and nursing homes in the State o f Alaska. 
With the exception of Nome and Barrow, all hospitals and nursing homes belong to the 
Association. At ASHNHA’s fall Board meeting on November 8, 2001, the Board voted to 
oppose any certificate o f need legislation in favor o f 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 their opposition to this legislation. Since they 
are directly involved in the delivery o f 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.o., ambulatory surgery or imaging centers do not. As so frequently happens, we get 
unintended consequences with legislation. If SB256 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.

If you would like to discuss ASHNHA’s opposition to this legislation, please do not hesitate to 
contact me.

Sincerely,

Laraine L. Derr 
President/CEO

426 Main Street, Juneau, Alaska 99801 

Phone: 907-586-1790 • Fax: 907-463-3573 • Web: ashnha.com



CON IcgisTation

F rom : "Bill Patten" <billpattenjr@ hotmail.com> Sun 1.1:34 AM
Subject: CON legislation

To: Senator_Lyda_Green@ legis.state.ak.us
CC: Senator_Jeny_W ard@ legis.state.ak.us, Senator_Bettye_Davis@ legis.state.ak.us, 

Senator_Gary_W ilken@ legis.state.ak.us, Senator_Loren_Lem an@ legis.state.ak.us

D e a r  S e n a t o r  G r e e n :
I u n d e r s t a n d  t h a t  y o u  h a v e  i n t r o d u c e d  S B  2 5 6  w h i c h  w i l l  r a i s e  t h e  l i m i t  o n  

C O N  p r o j e c t s  to $ 1 0 , 0 0 0 , 0 0 0 .
I s u p p o r t  s u c h  a  c h a n g e .  H o w e v e r ,  I w o u l d  s u g g e s t  t h a t  o t h e r  c h a n g e s  a r e  

a l s o  n e c e s s a r y .

A s  y o u  m a y  k n ow, S i t k a  C o m m u n i t y  H o s p i t a l  h a s  b e e n  p u r s i n g  t h e  c o n v e r s i o n  o f  

5 a c u t e  c a r e  b e d s  to 5 l o n g - t e r m  c a r e  b e d s  f o r  s o m e t i m e .  I n  f a ct, w e  

s u b m i t t e d  o u r  i n i t i a l  l e t t e r  i n  N o v e m b e r ,  2 0 0 0  a n d  t h e  c o m p l e t e d  a p p l i c a t i o n  

w e n t  to t h e  C o m m i s s i o n e r  i n  J u l y ,  2 0 0 1 .  S i n c e  t h a t  time, o u r  C O N  h a s  

r e c e i v e d  n o  f o r m a l  a c t i o n .

O u r  p r o j e c t  is  e s t i m a t e d  t o  c o s t  us  l e s s  t h e n  $ 3 5 , 0 0 0  to  i m p l e m e n t  a n d  y e t  

it w a s  s u b j e c t e d  to t h e  e n t i r e  C O N  p r o c e s s .  W e  h a v e  c l e a r l y  i d e n t i f i e d  t h e  

n e e d  f o r  t h e s e  a d d i t i o n a l  l o n g - t e r m  c a r e  b e d s .  T h e  i s s u e  n ow, a s  I 

u n d e r s t a n d  it, is w h e t h e r  t h e  S t a t e  c a n  a f f o r d  t h e s e  a d d i t i o n a l  b e d s  b a s e d  

u p o n  o u r  c u r r e n t  r a t e  o f  r e i m b u r s e m e n t .

W h i l e  w e  d o  r e c i e v e  a  v e r y  a t t r a c t i v e  r a te, t w o  k e y  p o i n t s  n e e d  to  b e  

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

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

r a t e  w i l l  e x p i r e  in J u n e  o f  t h i s  y e a r .  W e  p r o j e c t  a  r e d u c t i o n  o f  a l m o s t  

$ 2 0 0  p e r  r e s i d e n t  p e r  d a y  (a r a n g e  o f  $ 4 0 0 k  - $ 6 0 0 k  i n  l o s t  r e v e n u e ) .

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

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

h o m e  t o w n  i n  o r d e r  to  r e c e i v e  l o n g - t e r m  c a r e .  B u t  t h e r e  i s  a l s o  a  f i n a n c i a l  

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

w e  f u l l y  e x p e c t  to l o s e  a t  t h e  e n d  o f  J u n e ,  2 0 0 2 .

T h e  C O N  p r o c e s s  n e e d s  m o r e  t h e n  a h i g h e r  l i m i t .  If s m a l l  p r o j e c t s  l i k e  o u r s  

a r e  g o i n g  to b e  s u b j e c t e d  t o  t h i s  p r o c e s s ,  it s h o u l d  b e  r e n a m e d  b e c a u s e  n e e d  

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

I f u l l y  u n d e r s t a n d  t h e  f i n a n c i a l  p r e s s u r e  t h e  S t a t e  f a c e s .  O u r  o r g a n i z a t i o n  

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

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

b e c a u s e  o f  t h e  S t a t e  b e u a c r a c y .

A t  y o u r  c o n v e n i e n c e  a n d  a s  y o u  m a y  r e q u i r e ,  I a m  h a p p y  to d i s c u s s  t h i s  

m a t t e r  w i t h  y o u  f u r t h e r .

T h a n k  y ou!
B i l l  P a t t e n

C E O / A d m i n i s t r a t o r

S i t k a  C o m m u n i t y  H o s p i t a l

S i t k a ,  A K

9 0 7 - 7 4 7 - 1 7 3 8

S e n d  a n d  r e c e i v e  H o t m a i l  o n  y o u r  m o b i l e  d e v i c e :  h t t p :/ / m o b i l e .m s n .c o m

2/4/2002 9:55 AM

mailto:billpattenjr@hotmail.com
mailto:Senator_Lyda_Green@legis.state.ak.us
mailto:Senator_Jeny_Ward@legis.state.ak.us
mailto:Senator_Bettye_Davis@legis.state.ak.us
mailto:Senator_Gary_Wilken@legis.state.ak.us
mailto:Senator_Loren_Leman@legis.state.ak.us
http://mobile.msn.com


Alaska State Legislature 
Public Op in ion Messages

J  Harold Miclial.
Po Box 3549 
Valdez, AK 99686 

Phone: - 
E-mail:

C onstituency: N 
Distribution: 27 
Affiliation:
Reg Voter: Y

Subject/Bill SB 256 Opposes

Sec. la provided in (c) A person any amount of one million dollars or 
more of public state or taxpayers money should never be permitted as 
an expenditure without corroberation of a board of directors or 
legislative body.
Date Sent: 01/25/2002

Public Opionion Messages Received, 2/4/2002 Page



Comparison of Draft and Final versions of MSRG Ambulatory Surgery Need Analysis

Executive Sum m ary: The Septem ber 5, 1999 draft o f  the M SRG report was circulated to the CON 

applicants. To determ ine the need for ambulatory surgery services, the authors recommended 

“ ...looking at actual utilization and challenging hospital assum ptions...” to understand the demand 

for am bulatory surgery services in Fairbanks. They perform ed a review o f “ ...national 

benchmarking data and com parison studies o f  the tliree CON proposals.” This approach is 

consistent with accepted research principals, and could accurately define the need for am bulatory 

surgical service in Fairbanks. A fter perform ing this rigorous analysis the report concluded that 

“TVC presented the most viable plan for a freestanding ASC” . The report also noted that “ .. ,a cost 

advantage can be gained from an am bulatory surgery cen ter...” Hov -ver, after the prelim inary 

release o f  the report, it was substantially edited, changed to such an extent that it often contradicts 

the first draft, even when drawing conclusions from the same data. The cost savings data was 

deleted. The “ ...look ing  at actual u tilization ...”, and use o f  “ ...national benchm arking data and 

comparative analysis o f  the CON applications” were com pletely eliminated, presum ably because 

both led to conclusions favorable to T V C ’s application. The W ashington fonnula, required by 

law, was altered to favor the hospital and fully 25,000 m inutes o f  FMH surgery scheduling 

capacity was created out o f  thin air. Comments critical o f  FMH data w ere eliminated, and a 

recom mendation to lim it additional FM H surgical suites was replaced with suggestions that FM H 

add a surgery suite. The change in the report, when taken together, present a disturbing picture. 

Either there was a very serious problem at the MSRG group that caused them to alter their report, 

or the D epartm ent bowed to pressure from FMH and gutted the M SRG report, exchanging well 

reason analysis for inconsistent, illogical conclusions. The Departm ent then hired 3 professional 

peer reviewers to analyze the MSP,G report, and 2 o f  the 3 w ere very critical o f  the lack o f  a 

population-based review  o f utilization (which had been at the heart o f  the original report) and 

concluded that the altered report was o f  limited or no value in determ ining need for am bulatory 

surgical services in Fairbanks. Nonetheless, the Department released the altered report and used its 

flawed analysis as the basis for denying a CON to TVC, thus protecting the status quo and 

guaranteeing a m onopoly for FMH. The D epartm ent apparently sees no problem with this result.

A copy o f  the draft and altered final report are presented, along with a guide to the changes, to 

facilitate a side-by-side com parison o f  the 2 reports. In addition the 2 critical peer reviews arc 

attached. Please contact Brian Slocum at 459 -  3509 with any questions. Thank you.



Comparison of Draft and Final versions of MSRG Ambulatory' Surgeiy Need Analysis

Draft
Dated September 5. 1999

Final

Dated Septem ber 12, 1999

Executive Summary Conclusions page #4 states: No m ention o f  access problem s due to patients

“Access is only an issue sporadically. High “ ...bum ped  o ff the schedu le ...”;

season for traum a might create an access issue 

since elective (non-life threatening) surgery 

cases may be bumped o ff the schedule in favor 

o f  emergency cases.”

Page #5 “Background Inform ation” paragraph
Deleted “ ...na tiona l benchm arking data and

#2, last sentence states “ To conduct a fair and
com parison studies o f  three CON

impartial assessm ent o f  com m unity needs, the 

interview process was supplem ented with 

national benchm arking data and comparison 

studies o f the tliree CON proposals.”

p roposals...” ;

Page # 6, “Situation A nalysis” first paragraph: Page # 6, “ Situation Analysis” first paragraph:
“94,248 (-) 68,850 (x) 2 = +50,796 minutes, “94,248 (-) 68,850 (x) 3 = +76,194 minutes,
TOTAL ADDITIONAL CAPACITY 1 4 5 ,0 4 4 TOTAL ADDITIONAL CAPACITY
minutes” 1 7 0 ,4 4 2  m inutes” Invented extra 25,398 

minutes o f  surgery capacity for FMH;

Page #7, “M ethodology” states “Three main Page #7, “M ethodology” states “Two main

methods w ere em ployed to determ ine 1) the methods w ere em ployed to determ ine 1) the

level o f unmet need that exists for ambulator}' level o f unmet need that exists for ambulatory

surgical capacity in the Fairbanks health service surgical capacity in  the Fairbanks health

area; 2) the im pact o f  each proposal on cost, service area; 2) the im pact o f  each proposal on

2



Comparison of Draft and Final versions of MSRG Ambulator}' Surgery Need Analysis

D raft

quality and access to services, especially to 

under- or uninsured residents; and 3) the 

overall effect o f  a realignm ent o f  providers 

within the com m unity.”

“The methods included a comparative
analysis of the CON applications based on 
thoroughness of analysis, feasibility of facility 
staffing, design, and realistic financial 
expectations and assumptions; and lastly, a 

quantitative analysis o f  capacity, utilization 
and projected dem and using the W ashington 

methodology, factoring in demographics 

changes and unique com m unity factors.”

Page #8, CON  Com petitive Analysis:

Nearly a full page o f  inform ation is listed 

covering how M SRG used “ ...in tense 

scru tiny .. . ” to perform  a “ .. .comparative 
analysis....” o f  all 3 CON applications. Page 

22, Exhibit C, the comparative analysis scoring 
page, listed TVC as the clear winner with a 

score o f  35 points, vs. FM H ’s 22.5 points and 

Dr. M cG uire’s 18 points ;

Page #10 “ Scheduled capacity (-) projected 

demand =  excess operations capacity ...” 

consistent with the required W ashington State 

m ethodology formula;

Final
cost, quality and access to services, 

especially to under- or uninsured residents;

Deleted reference to “...a comparative 
analysis of the CON applications based on 
thoroughness of analysis, feasibility of 
facility staffing, design, and realistic 
financial expectations and assumptions;

Deleted any reference to “ .. .utilization...” 
as a measure o f  unmet need;

This entire section was deleted from the final 

version. Exhibit C, the com parative analysis 

scoring page, which listed TVC as the 

winner, was also completely eliminated;

Page #9 “Scheduled capacity (-) projected 

demand = excess operations capacity using 
FMH surgeiy suite schedule.. . ” modifies the 

statutorily required W ashington State 

m ethodology formula to artificially inflate

3



Comparison of Draft and Final versions of MSRG Ambulatory Surgeiy' Need Analysis

Draft
Page #12, “Population Trends”, “ Considering 

this shift in population, projected demand (as 

stated in each CON application) was compared 
with national averages to determine if over- or 
under-utilization exists. The hospital 
projections are unreliable when compared to 

an am bulatory surgery center since FMH does 

not maintain any dedicated, outpatient surgery 

suites. The utilization projected by TVC seems 
to be on target ”

Page #12 - 14, “Utilization Benchm arks”, 

discusses how “...utilization varies by 
geographic region.. provides 3 tables o f  

utilization rates and references the 

authoritative U.S. Dept o f  Health and Human 

Services study “Ambulatory Surgeiy' in the 
United States, 1996” which lists national 

utilization rates for am bulatory surgery.

Page 1 5 - 1 6  “Cost, Quality and A ccess”, “The 

table below presents a comparison of costs for 
ambulatory surgical procedures performed in 
hospital outpatient centers and freestanding 
ambulatory surgeiy centers provided by HCIA. 

....The table clearly demonstrates cost savings
possible within all medical specialty areas ”
Table lists 19 surgery procedures, with savings 

o f  50% - 85% available in an ASC.

Final
FM H surgery capacity;

Page 11, “Population Trends”, deleted entire 

paragraph discussing “ .. .projected demand
.... Was compared to antional averages ”
and “The hospital projections are
unreliable ” and “The utilization projected
by TVC seems to be on target....”;

Pages # 1 2 - 1 4 ,  deleted “U tilization 

Benchm arks” in its entirety, including 3 

charts and all references to U.S. D ept o f 

Health and Human Services study 

“Ambulatory Surgery in the United States, 

1996”;

Page #12, “Cost, Quality and Access” 

Paragraph describing savings and Table F  

demonstrating 50% - 85% cost savings 
eliminated in final version:

4



Comparison of Draft and Final versions of MSRG Ambulatory Surg, ,ry Need Analysis

Draft
>

Page #17, regarding ASC savings, stales “ In 

the typical case, however, it is reasonable to 
assume cost savings of at least 20%...”

Page 18, “D iscussion o f  Issues” #4, speaks o f 

using the W ashington methodology to estimate 

need, and states “....MSRG recommends 
looking at actual utilization and challenging 
hospital assumptions to fully understand the 

capacity versus demand issue.” ;

Page #20, “ Final Comments, “A cost 
advantage can be gained from an ambulatory 
surgery center, as well as providing the 
community with options of care settings and 
care providers, competitive pricing and 
enhanced access and quality.”

Page #20, “Final Comm ents” “When 

addressing FM H expansion plans the study 

says “Given the current excess capacity at 
FMH, the addition of another surgery' suite 
appears to be unnecessary' at this time.”

Page #21, “Final Com m ents”, “TVC presented 
the most viable plan for a freestanding ASC”

Page #22, “CON Com parative A nalysis” 

scores TVC highest at 35 out o f  40 points 

(88%), vs FM H at 22.5 out o f 40 points (56%).

Final

Page #12, cost savings statem ent deleted;

Page 14, “Discussion o f  Issues” #4, states 

. ..MSRG recommends looking at actual 
scheduled capacity to fully understand the 

capacity versus dem and issue.” ; the 

recom mendation to review  actual utilization 

and challenge hospital assum ptions deleted;

Page #16, Final Com m ents, “A cost 

advantage can be gained from an ambulatory 

surgery center, in a highly competitive, well- 
managed environment.” Change in working 

completely' changes the m eaning and 

eliminates all references to providing 

options in care settings and prov iders, 

competitive pricing and enhanced access;

Page #16, “Final Com m ents, “If FMH 
opened one additional surgeiy suite, it would 
satisfy demand for another five years” 
precisely contradicting their draft 

recommendation that another FMH surgery 

suite was unnecessary;

Page #17, “Final Com m ents” statem ent 

eliminated.
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Prices for Surgery in Fairbanks: Who’s offers lower cost?

The discussion o f  who offers the lowest cost for surgery services in Fairbanks is 

confused, because the hospital does not bill for its services in  the sam e w ay a 

freestanding A m bulatory Surgery Center (ASC) bills.

How a hospital bills: Fairbanks M emorial bills on a “m enu” basis. I f  it was a restaurant, 

the hospital would advertise a steak for $15, but have to add a salad for $5, a baked 

potato for $4 and coffee for $2.00. Y our steak dinner would then cost you $26.00, not the 

$15 that was advertised. Same with surgery. The hospital tells you their surgery costs, say 

$1,000 but they don’t tell you that they add on charges that eventually m ight cost you, 

say $2,250 for the total package.

How a freestanding am bulatory surgery (ASC) center bills: Freestanding am bulatory 

surgery centers bill on a one-price-covers-all basis, I f  it was a restaurant, you would buy 

a steak for $18, which initially looks more expensive than the hospital’s $15 steak. But, 

unlike the hospital, the $18 steak includes the salad, balked potato and coffee. Thus you 

get the steak diner for SI 8, not the $26.00 the hospital charges for the whole dinner. The 

same with surgery. A freestanding ASC charges perhaps $1,200 which looks higher than 

the hospitals advertised $1,000, but there are no add-ons that ran up the bill. So your 

surgery at the ASC costs $1,200 vs the hospitals $2,250. You save $1,050 with the ASC.

S um m ary : W hen the discussion o f  ambulatory surgery arise, the hospital claims that 

their prices are lower than an ASC. But rem em ber the steak diner story. T h e  hospitals 

quo ted  p rice  is only p a r t  o f the s to ry  -  the to tal su rg e ry  ch arg e  w hen i t ’s done in a 

hosp ita l, is h ig h e r th an  the  sam e su rg e ry  done in a freestan d in g  A SC - end o f  story.



' W A IS  D o cu m en t R e triev a l P ag e  1 o f 2

[Code o f  F e d e r a l  R e g u l a t i o n s ]

[Title 42, V o l u m e  2, P a r t s  4 00 t o  429]

[ R e v i s e d  as of O c t o b e r  1, 199B]

F r o m  t he U.S. G o v e r n m e n t  P r i n t i n g  O f f i c e  v i a  G P O  A c c e s s  

[CITE: 4 2 C F R 4 1 3  .118]
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T I T L E  42 - - P U B L I C  H E A L T H

C H A P T E R  I V  - - H E A L T H  C A R E  

F I N A N C I N G  A D M I N I S  T R A T T O N ,

D E P A R T M E N T  O F  H E A  L T H  A N D  

H U M A N  S E R V I C  ES

P A R T  4 1 3 - - P R I N C I P L E S  O F  R E A S O N A B L E  C O S T  R E I M B U R S E M E  N T; P A Y M E N T  F O R  E N D - S T A G E  R E N A L  D 

S u b p a r t  F - - S p e c i f i c  C a t e g o r i e s  of  C o s t s  

Sec. 4 1 3 . 1 1 8  P a y m e n t  f o r  f a c i l i t y  s e r v i c e s  r e l a t e d  t o  c o v e r e d  A S C  s u r g i c a l  p r o c e d u r

(a) B a s i s  a n d  scop e .  T h i s  s e c t i o n  im p  l e m e n t s  s e c t i o n  1 8 3 3 ( a ) ( 4 )  a n d

(i) (3) of  the A c t  a n d  e s t a b l i s h e s  the m e t  h o d  f o r  d e t e r m i n i n g  M e d i c a r e  

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

(ASC) p r o c e d u r e s  p e r f o r m e d  in a  h o s p i t a l  o n  a n  o u t p a t i e n t  b a s i s .  It d o e s  

n o t  a p p l y  to  s e r v i c e s  f u r n i s h e d  b y  an  A S C  o p e r a t e d  b y  a h o s p i t a l  that 

h a s  a n  a g r e e m e n t  w i t h  H C F A  to  b e  p a i d  i n  a c c o r d a n c e  v/ith Sec. 4 1 6 . 3 0  of 

t h i s  c h a p t e r .  (For r e g u l a t i o n s  g o v e r n i n g  A S C s  s e e  p a r t  4 16 o f  t h i s  

c h a p t e r . )

(b) D e f i n i t i o n s .  F o r  p u r p o s e s  of t h i s  s e c t i o n - -

F a c i l i t y  s e r v i c e s  a r e  t h o s e  i t e m s  a n d  s e r v i c e s ,  a s  s p e c i f i e d  in 

Sec. 4 1 6 . 6 1  of t h i s  c h a p t e r ,  t h a t  a r e  f u r  n i s h e d  b y  a h o s p i t a l  o n  a n  

o u t p a t i e n t  b a s i s  i n  c o n n e c t i o n  w i t h  c o v e r  e d  A S C  s u r g i c a l  p r o c e d u r e s ,  as  

d e s c r i b e d  i n  Sec. 4 1 6 . 6 5  o f  t h i s  c h a p t e r .

[ [Page 437] ]

S t a n d a r d  o v e r h e a d  a m o u n t  m e a n s  a n  a m o  u n t  e q u a l  t o  t h e  p r o s p e c t i v e l y  

d e t e r m i n e d  p a y m e n t  r a t e  t h a t  w o u l d  be  p a i  d  f o r  t h e  p r o c e d u r e  if it  h a d  

b e e n  f u r n i s h e d  b y  a n  A S C  in  th e  s a m e  g e o g  r a p h i c  area.

(c) P a y m e n t  p r i n c i p l e .  T h e  a g g r e g a t e  a m o u n t  o f  p a y m e n t s  f o r  f a c i l i t y  

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

r e l a t e d  to  c o v e r e d  A S C  s u r g i c a l  p r o c e d u r e  s ( c o v e r e d  u n d e r  Sec. 4 1 6 . 6 5  of 

t h i“~ ch a p t e r )  is e q u a l  t o  t h e  l e s s e r  o f  --

(1) T h e  h o s p i t a l ' s  r e a s o n a b l e  c o s t  o r  c u s t o m a r y  c h a r g e s ,  as 

d e t e r m i n e d  in  a c c o r d a n c e  w i t h  Sec. 4 1 3 . 1 3  , r e d u c e d  b y  d e d u c t i b l e s  a n d  

c o i n s u r a n c e ;  o r

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

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

r a t e s  p a i d  to  f r e e - s t a n d i n g  A S C s .

(d) B l e n d e d  p a y m e n t  a m o u n t .  (1) F o r  c o s t  r e p o r t i n g  p e r i o d s  b e g i n n i n g  

o n  o r  a f t e r  O c t o b e r  1, 1 9 8 7  b u t  b e f o r e  O c  t o b n r  1, 1988, t h e  b l e n d e d  

p a y m e n t  a m o u n t  is  e q u a l  to  t h e  s u m  of --

(1) 75 p e r c e n t  of  t h e  h o s p i t a l  - s p e c i f i c  a m o u n t  (the l e s s e r  of  the 

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

a n d  c o i n s u r a n c e )  ,- a n d

(ii) 25 p e r c e n t  o f  t he A S C  p a y m e n t  a m  o u n t  (that is, 80 p e r c e n t  of 

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

s t a n d a r d  o v e r h e a d  a m o u n t s . )

(2) F o r  t h e  p e r i o d  of t i m e  b e g i n n i n g  w i t h  t h e  f i r s t  d a y  o f  a

l ' i f f i v / / f r u : p » h c y 9 t p »  o p p p c o  m i n  r r m r / p . m . V i i n / r T o f . / . - f r  p .p r iO 'T T T 'T  0  8r~0 A  P T ' ^ r / 1 1 *2 .P r O  TC /" ‘ T 'T  r V M — 1 1 m / I O / I A A l
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h o s p i t a l ' s  c o s t  r e p o r t i n g  p e r i o d  t h a t  b e g  i ns o n  o r  a f t e r  O c t o b e r  1, 1 9 8 8  

a n d  e n d s  o n  D e c e m b e r  31, 1990, t h e  b l e n d e  d  p a y m e n t  a m o u n t  is e q u a l  t o  50 

p e r c e n t  o f  t h e  h o s p i t a l  - s p e c i f i c  a m o u n t  a n d  50 p e r c e n t  of  t h e  A S C  

p a y m e n t  a m o u n t .

(3) F o r  p o r t i o n s  of  c o s t  r e p o r t i n g  p e  r i o d s  b e g i n n i n g  o n  o r  a f t e r  

J a n u a r y  1, 1991, t h e  b l e n d e d  p a y m e n t  a m o u  n t  is e q u a l  t o  42 p e r c e n t  of  

t h e  h o s p i t a l - s p e c i f i c  a m o u n t  a n d  58 p e r c e n t  of t h e  A S C  p a y m e n t  a m o u n t .

(4) F o r  c o s t  r e p o r t i n g  p e r i o d s  b e g i n n  i n g  o n  o r  a f t e r  O c t o b e r  1, 1 9 8 8  

a n d  b e f o r e  J a n u a r y  1, 1995, th e  b l e n d e d  p  a y m e n t  a m o u n t  is e q u a l  t o  t h e  

s u m  of 75 p e r c e n t  o f  th e  h o s p i t a l  - s p e c i f i c  a m o u n t  a n d  25 p e r c e n t  o f  t h e  

A S C  p a y m e n t  a m o u n t  f o r  a h o s p i t a l  t h a t  m a  k e s  a n  a p p l i c a t i o n  to  i ts 

f i s c a l  i n t e r m e d i a r y  a n d  m e e t s  t h e  f o l l o w i  n g  requireme- .s.

(i) M o r e  t h a n  60 p e r c e n t  of t h e  h o s p i  t a l ' s  i n p a t i e n t  h o s p i t a l  

d i s c h a r g e s ,  as  d e s c r i b e d  i n  Sec. 4 1 2 . 6 0  o f t h i s  c h a p t e r ,  o c c u r r i n g  

d u r i n g  i ts c o s t  r e p o r t i n g  p e r i o d  b e g i n n i n  g  o n  o r  a f t e r  O c t o b e r  1, 1 9 8 6  

a n d  b e f o r e  O c t o b e r  1, 1987, a r e  c l a s s i f i e  d  in d i a g n o s i s  r e l a t e d  g r o u p s  

36 t h r o u g h  74.

(ii) D u r i n g  i ts c o s t  r e p o r t i n g  p e r i o d  b e g i n n i n g  o n  o r  a f t e r  O c t o b e r  

1, 1986 a n d  b e f o r e  O c t o b e r  1, 1987, m o r e  t h a n  30 p e r c e n t  of t he 

h o s p i t a l ' s  t o t a l  r e v e n u e s  is d e r i v e d  f r o m  o u t p a t i e n t  s e r v i c e s .

(e) A g g r e g a t i o n  o f  cost, c h a r g e s ,  a n d  t h e  b l e n d e d  a m o u n t .  F o r  

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

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

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

per*iod a r e  a g g r e g a t e d  a n d  t r e a t e d  s e p a r a t  e l y  f r o m  t h e  r e a s o n a b l e  c o s t s  

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

t h e  h o s p i t a l .

[52 FR 3 6 7 7 3 ,  Oct .  1, 1987; 52 F R  37715, Oct. 8, 1987, as a m e n d e d  at 55 

F R  33699, Aug. 17, 1990; 55 FR  3 4 797, A u g  . 24, 1990; 57  FR 36017, Aug.

12, 1992; 57 F R  4 5 1 1 3 ,  Sept. 30, 1992]
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Excerpted from  “BEYOND HEALTH CARE REFORM: RECONSIDERING CERTIFICATE OF 
NEED LAWS IN A MANAGED COMPETITION SYSTEM”

B y Pa tr ic k  Jo h n  M cG in l ey
© 1995 Florida State University Law Review

CON laws evolved from the health care reforms o f  the 1940s and w ere heavily 
promoted well into the 1970s by health care providers, who found CO N  effective 
in sheltering their businesses from the costly effects o f  a com petitive marketplace. 
Congress m andated CON in 1974, but quickly repealed the m andate when CON 
failed to lower the nation's health care costs.

"In one com parison o f  health care prices and expenses, it was shown that such prices and 
expenses are actually higher in areas with CON regulations than they are in areas w ithout 
CO N.”[ l]  hi fact, national hospital care expenditures increased from S52.4 billion w hen 
Congress enacted the 1974 National Health A ct to an estim ated S230.1 billion in 1989.[2] 
Today, Am ericans are spending nearly a trillion dollars annually on health care.[3] hi 
searching the scholarly journals, one cannot find a single article that asserts that CON 
laws succeed in lowering health care costs.[4] CON "has elicited a rem arkable evaluative 
consensus— that it does not work."[5]

CON, in addition to failing to decrease national health care expenses, was having 
detrim ental effects on the provision o f health care in local com munities. The effect o f  
CON on local com m unities was perhaps best related to Congress by the words o f 
Representative Row land o f  the Eighth District o f  Georgia. Representative Rowland 
recognized that CON appeared to be a good idea in theory, yet in reality failed to control 
health care costs and w as often insensitive to com m unity needs. ("At first glance, the idea 
[o f certificate o f  need] m ay have looked pretty good, hi practice, however, the effect o f 
certificate-of-need on health care costs has been dubious, at best. And the program  has 
certainly been insensitive in m any instances to the true needs o f  our com m unities.") [6]

One m ay question the w isdom  o f continuing any form o f  state regulation that failed to 
produce its desired goal when implemented nationwide.[7] As the review o f  Congress's 
intent indicates, CON had one goal— to save money. However, in those states which 
retained their CON  laws, the retention was often supported by new and creative 
justifications, m any o f  which were unrelated to saving money. Com m entators, in their 
traditional role o f  explaining the reason behind events, have set forth m any justifications 
explaining w hy states have kept the same old CON laws.[8] All these justifications, 
however, are the crafty work o f  commentators, and not the m otivation o f  state 
legislatures. N o state legislature has codified any o f  these new justifications as legislative 
intent.[9] These justifications should therefore carry little weight in a proper 
analysis. [10]

C o m p i l a t i o n  o f  C o m m e n t s  o n  t h e  F a i l u r e  o f  C O N  L a w s



W here certificate-of-need laws limit resources effectively, the owners o f  existing 
facilities are in a seller's market. They can charge inflated prices for their
facilities, [C]ertificate-of-need laws will continue to raise health care costs by
restricting the entry o f  cost-effective providers into the m arket.[11].

1. M ark E. Kaplan, Comment, An Economic Analysis of Florida's Hospital 
Certificate o f Need Program and Recommendations for Change, 19 FLA. 
S T .U . L .R e v . at 487 (1991).

2. Id. at 487 n.I02.
3. C lark C. Havighurst, Contract Failure in the Market for Health Sendees, 

29 WAKE FOREST L. R e v . at 47. (1994).
4. One author contends that the proper evaluative analysis is not w hether 

certificate o f  need succeeded in lowering the nation's health care costs, but 
w hether it thwarted the rate o f  increase in the nation's health care costs. 
See Kaplan, supra note 1, at 487. That author concedes, however, that 
certificate o f  need is a failure even under his alternative analysis. Id.

5. Id. (quoting Lawrence D. Brown, Common Sense Meets Implementation: 
Certificate-of-Need Regulation in the States, 8 J. HEALTH POL., POL'Y & 
L. 480,481 (1983)).

6. 134 CONG. REC. H9455-01 (1988)
7. For legislators, wisdom can sometimes fall prey to lobbyists. For exam ple, 

the Texas M edical A ssociation was instrumental in reinstating certificate 
o f  need laws after the Texas legislature repealed the regulations. See 
Statelines—Texas: Certificate-of-Need Program Reinstituted, 1 
AMERICAN H ea l th  l in e , June 16, 1992. In New Jersey, a coalition o f  
tw enty urban and teaching hospitals demanded that certificate o f  need 
laws not be repealed, warning that deregulation could force hospitals out 
o f  business, and stating that they w ere "concerned there is a push to a 
deregulated environment." Statelines—New Jersey: Many Hospitals Fear 
Deregulation, 1 AMERICAN HEALTH LINE, Nov. 19, 1992. Likewise in 
Georgia, the A tlanta H ealth Care Alliance says it has "supported the 
certificate of-need law and health-planning regulations . . . .  D uplicative, 
unnecessary health-care services have been very costly to our mem bers." 
Access, Quality, Cost—Cost Containment: Regulation "Back into Vogue,"
1 A m e r ic a n  H e a l t h  LINE, May 11, 1992. See also Clark C. Havighurst, 
Regulation o f Health Facilities and Services by "Certificate o f Need”, 59 
VA. L. REV. 1143, 1148-51 ( l b ^ )  [hereinafter Havighurst, Regulation by 
CON], at 1216 (noting that "avo dance of'duplication ' is o f  course 
consistent with a cartel's preference for m inim izing com pe,;tion").
Hospital lobbyists demand the protection o f  certificate o f  need, because 
"business coalitions . . .  see planning as a w ay to control costs for their 
mem bers." Access, Quality, Cost— Cost Containment■ Regulation "Back 
into Vogue", 1 AMERICAN HEALTH LINE, M ay 11,1992 (quoting James 
K innney, Dean r f  the School o f  Public Plealth at St. Louis University).



Hospitals are aware that, instead o f  controlling costs (or "revenue" as seen 
from the hospital's perspective), certificate o f  need had the opposite effect. 
See supra part I.B.2. "Viewed in the light o f  possibilities for m ore 
fundamental changes in the market for insurance and health services, 
certificate-of-need laws may appear as conservative m easures, designed to 
preserve the very institutions [that] create the problem s to which they are 
addressed." See Havighurst, Regulation by CON], supra note 6, at 1156. 
H ospitals therefore fight to keep certificate o f  need alive.

8. See generally Kaplan, supra note 1; M aja Cam pbell-Eaton, Note, Antitrust 
and Certificate o f Need: A Doubtful Prognosis, 69 IOWA L. REV. 1451, 
1453 (1984).; Scott D. Makar, Antitrust Immunity Under Florida's 
Certificate o f Need Program, 19 Fl a . St . U. L. REV. 149, 150 (1991); 
Bruce Babbitt & Jonathan Rose, Building a Better Mousetrap: Health 
Care Reform and the Arizona Program, 3 YALE J. ON REG. 243 (1986); 
Norman Daniels, Technology> and Resource Allocation: Old Problems in 
New Clothes, 65 S. CAL. L. REV. 225 (1991); M ark A. Hall, Managed 
Competition and Integrated Health Care Delivery Systems, 29 WAKE 
FOREST L. r e v . 1, 2 (1994); Carl J. Schramm & Steven C. Renn, Hospital 
Mergers, Market Concentration and the Herfindahl-Hirschman Index, 33 
EMORY L..T. 869, 8S1 n.30 (1984) ("[Hjistorically, dem onstrating 'need' 
has often been an easy task, and less than one-quarter o f  all proposed 
projects fail to win planning agency approval."). The Supreme Court has 
held that "need" is not an unconstitutionally vague standard in regulatory 
statutes; John A. Robertson, Asking the " Woman Question" About Health 
Care Reform, 3 TEX. J. WOMEN & L. 1 (1994); David M. Frankford, 
Privatizing Health Care: Economic Magic To Cure Legal Medicine, 66 S. 
CAL. L. REV. 1 (1992). Examples o f  new justifications for old certificate 
o f  need laws include curbing "excessive com petition," solving a "moral 
hazard," rectifying "inadequate information," and elim inating "inefficient 
incentives." See, e.g., Kaplan, supra nole 1, at 479-84. The true reasons 
for retaining CON are far more pragmatic. See supra note 6.

9. E.g., Co d e  o f  Al a b a m a  §§ 22-21-260 to 278 (1994); A la sk a  St a t . §§
18.07.02l - . l  11 (1995); CAL. HEALTH & SAFETY CODE §§ 437.10, 439.7 
(1995); Ca l . Go v t  Cod e  § 15438.1 (1994); Co n n . G e n . St a t . §§ 19a- 
154 to 155 (1994) (licensing and budget review law); 16 DEL. CODE ANN. 
§§ 9301-11 (1994); D.C. CODE An n . §§ 32-326 (1981); F l a . STAY. ch.
408 (1993 and Supp. 1994); Ga . CODE ANN. §§ 31-6-1 to 70 (1994);
Ha w . Re v . St a t . §§ 323D-1 to 54 (1989); In d . Co d e  An n . §§ 16-29-1 1 
to 16 (Bum s 1994) (expiring July 1, 1996 pursuant to In d . CODE An n . § 
16-29-1-16); IOWA CODE §§ 135.621-.73 (1994); KAN. STAT. ANN. §§ 
65-4802 to 4S22 (1992); KY. REV. STAT. ANN. §§ 216B.010-.310 
(Baldwin 1994); ME. REV. STAT. ANN. tit. 22, 301-24 (1994); MD. CODE 
ANN., H e a l t h -GEN., 19-101 to 222 (1994); MICH. COMP. LAWS §§ 
333.22201-60 (1995); MISS. CODE §§ 41-7-171 to 209 (1995); M o. REV. 
STAT. §§ 197.30-.65 (1995); MONT. CODE ANN. §§ 50-5-301 to 316
(1994); NEB. REV. STAT. §§ 71-5801 to 70 (1994); N.H. REV. STAT.



ANN. §§ 151-CM to 15 (1994); N.J. REV. STAT. §§ 26:2H-1 to 21-39
(1994); N .C. GEN. STAT. §§ 131E-175 to 190 (1994); N.D. CENT. CODE 
§§ 23-17.2-01 to 15 (1993); OHIO REV. CODE ANN. §§ 3702.51-.60 
(Anderson 1995); OKLA. STAT. tit. 53, 1-850 to 858 (1995); OR. REV.
STAT. §§ 442.58-.86 (1992); 35 PA. CONS. STAT. §§ 448.701-.712 (1995) 
(expiring 1996); S.C. CODE ANN. §§ 44-7-320 to 460 (Law. Co-op. 1976);
T en n . C o d e  A n n . §§ 68-1 i - i o i  to 125 (1994); V t .  S t a t .  A n n . tit. 18, 
9431-44(1994); VA. CODE ANN. §§32.1-102.1 to  102.11 (M ichie 1994);
V.I. C o d e  An n . tit. 19 ,223 (1994); W a s h . R ev . C o d e  §§ 70.38.015-.920
(1995); W. Va . CODE §§ 16-2D-1 to 15 (1995)..

10. A proper analysis o f certificate o f  need should focus on the benefits o f  a
regulated bed supply. A fter all, the purpose o f  certificate o f  need regulations is to 
control the size and growth o f  the bed supply. See discussion supra parts II. A.,
II.B. Therefore, to properly evaluate certificate o f  need laws, the effect o f  CON  
bed supply controls should be measured against the resulting increase or decrease 
in health care prices.

Regulatory restraint on the growth o f  bed supply will result in som ew hat 
higher prices than an unregulated m arketplace w ould produce no m atter 
how well the health care industry is regulated. H avighurst, Regulation by 
CON, supra note 4, at 1218. Certificate o f need laws m onitor only certain 
kinds o f  hospital costs, and therefore "may m erely divert inflationary 
pressures and achieve no control." Id. hi many instances, this diversion 
leads to a higher price for health care. For exam ple, im agine two hospitals, 
one regulated by certificate o f  need, the other unregulated. Further 
imagine an unexpected increase in hospital wage costs. Icl. (revealing that 
this type o f  event is rather common in the health care industry by stating 
that increases in hospital wages and "other types o f  cost increases . . .  are 
equally likely to occur"). The unregulated hospital has the opportunity to 
add beds and thereby allocate the increase in w age costs over a greater 
num ber o f  patients, resulting in a smaller increase in health care cost per 
patient. See id. The regulated hospital, however, cannot add beds because 
o f  certificate o f  need regulations. See id. (im plying that, when a hospital's 
bed supply is fixed, then its maximum revenue is fixed, even though 
m axim um  costs are not). The regulated hospital m ust allocate the 
increased cost to a sm aller num ber o f  patients, resulting in a larger 
increase in health care costs per patient. In that case, a hospital would face 
increased costs because certificate o f  need laws do not regulate wages, yet 
the hospital would experience no increase in revenue because certificate o f  
need has capped the hospital's maximum revenue. Certificate o f  need, 
therefore, can prove rather costly to individual patients.

11. Peter P. Budetti, Public Policy Issues Surrounding Certificate o f Need,
1978 UTAH L. R e v . at 44-45.



A d d i t i o n a l  C o m m e n t s  o n  t h e  F a i l u r e  o f  C O N  L e g i s l a t i o n

“A  recent study by Georgia State University o f  37 papers on CON concluded with this 
statement “O ur review o f  the research literature indicates that Certificate o f  Need 
programs have not only failed to achieve lower hospital costs, but they m ay have 
contributed to higher costs, greater inefficiency and lower quality o f  care. Although there 
have been no major studies o f  CON laws in the last five years, the evolution o f  the 
healthcare delivery system has removed much o f  the rational for these program s 
existence”” . [1]

“Certificate o f  Need is based on the dubious econom ic theory that increased supply and 
com petition will increase prices” [2]

“Today, thee is no evidence that CON reduces m edical cots. In fact, thee is considerable 
evidence that CON increases the cost o f  health care. It dose so in three ways:

1) A dm inistrative Costs -  The CON program  itself im poses substantial costs on 
both health care providers and the government. Since its inception, federal and 
state governments have spent more than $1 billion adm inistering the program. 
For providers, preparing and defending a CON application can be time- 
consuming and expensive process. N eedless to say, the added cost is late 
passed along to consumers.

2) Lack o f  com petition -  CON requirem ents erect barriers to m arket entry, 
thereby reducing competition among health care providers. In effect, existing 
providers are granted a monopoly. Providers frequently attem pt to use the 
CON process to obstruct would be competitors. The im pact o f  entry barriers is 
m ade even worse because the new provider seeking to enter the market is 
often more innovative and cost-effective than the established providers. Some 
health care economists estimate that CON barriers to m arket entry increase 
hospital costs by as much as 5 percent.

3) Shortages -  W here CON requirements have produced a shortage o f  a 
particular health care service, prices for those services that are available are 
certain to rise. A t the same time, consum ers may be forced to shift to 
alternative services that are often m ore expensive.
The Federal Trade Commission estimates that CON regulations increase the 
cost o f  hospital care nationwide by m ore than $1.3 billion annually.
Certificate o f  Need programs also reduce access to health care for those who 
need it the most.
It is time to realize that Soviet-style central planning is as big a failure in 
health care as in all other aspects o f  the economy. Stales should repeal their 
CON requirem ents”.[3]

1. John Steen, Director o f  the State o f  Georgia Certificate o f  Need Program ,
“Certificate o f  Need: A Review”, from the “AF1PA N et” web site o f  the 
A m erican He 1th Planning Association, 2001.

2. M ichael D. Turner, CATO Institute, W ashington, D.C. “Ending the C O N  Game”, 
pg 1, The Heartland Institute: Intellectual Am m unition, Jan -  Feb 1996, from the 
web site, www.heartland.org, 2001.

3. Turner, supra note 2, page 3 -2.

http://www.heartland.org


‘The cost o f  applying for a CON can be considerable, exceeding $100,000 tor major 
projects. I f  litigation is required, the cost may reach S300,000.. .” .[4]

“I f  the (CO N) process does not make a significant contribution toward cost containment 
and equitable distribution o f  health care resources, and it provides, as some critics 
suggest, an obstacle to im proved health care, it may be that the CON requirem ents should 
be abandoned.” [5]

“The enorm ous expenditure o f  time and m oney by both adm inistrative agencies and 
health care provides in com plying with the CON process substantially reduces any 
savings that m ight be attributable to it. Fcr all its prom ise, CON review has resulted in 
the elim ination o f  few projects. O f over 20,000 CON applications reviewed throughout 
the country between 1979 and 1981, only ten percent were ultim ately disapproved.” [6]

4. Roberta M. Ross, “Certificate o f  N eed fo r  H ealth Care Facilities: A Time fo r  
Reexam ination”, 7 Pace Law Review 491 (1987), from web site 
http://phD.iunui.edu/-healthw/chapcio~l .htm

5. Ross, supra note 4, page 3.
6. Ross, supra note 4, page 3.

http://phD.iunui.edu/-healthw/chapcio~l


A d d i t i o n a l  c o m m e n t s  o n  t h e  F a i l u r e  o f  C O N  a n d  t h e  v a l u e  o f  C o m p e t i t i o n

“Health facilities exist to serve the public, flow  is the public served by a virtual 

m onopoly over this most critical o f  all public needs”? F o rm e r M is s is s ip p i G o ve rn o r  K ir 1- 

Fo rd ice , in  an address to the M is s is s ip p i Leg is la ture , 1999, f rom  the M is s is s ip p i state w eb p ag e  

(ww wgovo ff state, ms. us/main/gc/gc020299. html);

“CON laws, bom  out o f  an effort to control cost, may actually increase health care costs 

by suppressing competition, as noted by Departm ent o f  Health Executive D irector Dr. Ed 

Thom pson in his 1995 response to PEER questions. A  Daniel N. M endelson and Judith 

Arnold study, based on extensive empirical analysis o f  hospital costs, cone! uded that 

CON program s have not held down hospital costs. These researchers also found no 

evidence o f  increased costs in the initial twelve states that repealed CON requirem ents.” 

Ib id .

“A ccording to the FTC com plaint detailing the charges in this case, the [ambulatory> 

surge iy  center] acquisition would violate antitrust laws by substantially reducing 

com petition for outpatient surgery services in Anchorage. The market for these services 

is highly concentrated, having few competitors, and entry by new entities is difficult 

because o f  state certificate-of-need requirements, the com plaint states. Thus, the FTC 

alleged, it is unlikely that, absent the divestiture required by the settlement, a new 

com petitor could be established quickly enough to deter any anticom petitive behavior by 

Columbia/PICA. M oreover, the acquisition could increase the probability o f  collusion 

among rem aining sources o f  outpatient surgery in the market and could, therefore, deny 

patients and others the benefits o f  competition based on price, quality and service for 

outpatient surgery services in Anchorage.” Press re lease f rom  the F e d e ra l Trade C om m iss ion , 

September 15 1995, as lis ted  on the F T C  web site (kwh1, fie.s;ov/ona/nredawn/F95/colwnhia-mca.him):



FEDERAL TRADE COM M ISSION ECONOM ICS STUDY FINDS 

CERTIFICATE-OF-NEED REQUIREM ETNS INCREASE FIOSPITAL PRICES AN

COSTS

Consumers Benefit from Hospital Competition

“Certificate-of-need (CON) requirements, which were intended to control health-care 

costs, have actually increased hospital prices by four percent, according to a study issued 

today by the Federal Trade Com m ission’s Bureau o f  Econom ics.” Press release from  the 

Federal Trade Commission, M ay 5 1987, from  the web site ('www.ftc.env/ona/nrcdawn/F87/hospitals.txt);

“In addition, the study found, hospital expenses are higher in states that have CON laws. 

According to the study, “There is no evidence that CON laws have resulted in the 

resource savings they were purportedly designed to prom ote.” ''ibid.

“The study also found that in areas where there are more independent hospitals, 

consumers get higher quality at the same price because o f  the increased com petition. 

However, CON laws m ay be used to reduce the num ber o f  hospitals, thereby injuring 

consumers, according to the Bureau o f  Economics. “Therefore recent plans and decisions 

to repeal CON laws in some states should increase consum er w elfare,” the study states.” 

Ibid.

“According to Federal Trade Commission Chainnan Daniel Oliver, “Their findings 

concerning CON laws provide further support for m y belief that governm ent restrictions 

on com petition are a major source o f  consumer injury.” ” ibid.

http://www.ftc.env/ona/nrcdawn/F87/hospitals.txt


“O ur regulatory treatm ent o f  ASCs recognizes the D epartm ent’s historical policy o f  

prom oting greater utilization o f  ASCs because o f  the substantial cost savings to Federal 

health care program s when procedures are perform ed in ASCs rather than in more costly 

hospital inpatient or outpatient facilities.” U.S. Department o f Health and Human Services, 

Federal Register, 11/19/99, (volume 64, number 223), page 38',

“M any com m enters noted that ASCs have saved M edicare hundreds o f  m illions o f 

dollars, forcing hospitals to becom e more com petitive, because ASC paym ent rates are 

typically low er than hospital payment rates for the same procedures. Several commenters 

stated that ASCs foster patient access to care, particularly in m edically underserved 

regions. M oreover, m any commenters observed that patients generally prefer outpatient

surgical care at an ASC to hospital care We agree that ASCs can significantly reduce

costs for Federal health care program s, while sim ultaneously benefiting patients.” Ibid. 

page 40;

“  subsidies to promote the overall financial health o f  safety net hospitals are

determ ined through often complex allocation mechanisms not directly related to the

provision o f  services, and  the dem arcation o f support for public health and specially

services versus care for the poor and uninsured is unclear. H e suggests that in order to 

assure com m unity access to vital public health and specialized sendees grants should be 

used to target, financial support for those services essential for com m unity care.” Christine 

Grant, Chairperson, Commissioner o f Health and Senior Sendees, quoting Darrell J. Gaskin, in Report o f 

the Certificate o f Need Study Commission. New Jersey, February 2000',

“Mr. H avighurst was very critical o f  CON and supports a totally free m arket approach to 

the developm ent o f  health care facilities and services. He believes CON is poorly 

conceived and has been responsible for serious policy mistakes that actually increased 

COStS in the health care system ;” Ibid, citing Clark Havighurst, Wm. Neal Reynolds Professor o f Law, 

Duke University School o f Law',



“Mr. Sweeney basically supported deregulation o f  CON because o f  the difficulty in 

balancing m arket forces and a strong CON program which might limit entry into the 

m arket.” Ibid, citing Raymond D. Sweeney, Executive Vice President, Healthcare Association o f New 

York State (HANYS);

“Ms. D ickson provided an historic overview and analytical analysis o f  CON. H er analysis 

indicated that CON  does not reduce acute care COStS.. . ” Ibid, citing Pamela Diclcson, Senior 

Program Officer, Robert Wood Johnson Foundation.
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SENATOR LYDA GREEN
SENATE DISTRICT N

Sponsor Statement 
Senate Bill 256

C ertifica te  o f N eed (CON)

Senate Bill 256 increases the threshold for the certificate of need from $1 million to $10 
million

“Certificate o f need” laws were designed to keep health care costs low by requiring 
advance approval by a state agency for most hospital expansions and major equipment 
purchases. In 1974, the U.S. Congress required all states to enact CON laws but had 
repealed that requirement by 1986, as Congress found that the CON process was not 
effective in controlling healthcare costs. O ver the past several years the trend nationwide 
has been to repeal or amend CON to make them less restrictive and to increase the 
threshold.

The current $1 million threshold for certificate o f need in Alaska has been in effect since 
1983. Over the past 19 years construction costs have increased. With the $1 million 
threshold the Department of Social and Health reviews applications for facility expansion 
and equipment that should be left to the providers and the marketplace.

Alaska is not facing an over supply o f hospital beds, healthcare providers, doctors or 
healthcare workers in general. The more typical Alaskan experience is to find a shortage 
of healthcare options and to travel out of state for treatment. In fact, among in the United 
States, A laska ranks 46 lh in the number of hospital beds per 1000 population, 5 T l in the 
num ber o f healthcare workers as a percentage of our workforce, and 4911' in the number of 
physicians per capita, according to the Kaiser Fam ily Foundation, State Health Facts 
Online. Restricting the supply of health care resources in Alaska is not the answer to 
keeping health care costs down. Instead, easing restrictions on the expansion of current 
services is likely to bring consum ers back to A laska and provide lower healthcare costs 
through competition.

S P O N S O R  S T A T E M E N T
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SENATOR LYDA GREEN
SENATE DISTRICT N

Sponsor Statement 
Senate Bill 264

R eim b u rsem en t p ro g ra m  fo r  m unicipal bonds, notes, o r  o th e r  in d eb ted n ess
in c u rre d  fo r school co n stru c tio n

Senate Bill 264 would authorize 70% state reim bursem ent for $113 m illion dollars o f 
school projects that are funded by voter authorized debt issued by local governments.
The authorization would be distributed among school districts in the follow ing manner; 
$50 million for projects in Anchorage, $15 million for project' *n Fairbanks, $13 million 
for projects in M at-Su, $10 m illion for projects in Kenai and $25 million for projects in 
sm aller school districts in organized Alaska. The am ounts are intended to equal $1000 in 
projects per student rounded to the nearest million dollars in each district.

Debt reim bursem ent is one of the methods that have been used to fund school 
construction in A laska for a num ber o f  years. Debt reim bursem ent has a unique 
advantage over other financing methods in that it allow s for m aximum local involvem ent 
and input in the decision of which specific projects should be funded. M unicipal debt 
reim bursem ent insures that the projects funded in a school district are the highest priority 
of the voters in that district. Projects need to m eet state standards for approval but do not 
need to be funded in the state’s priority order.

SB 264 is not intended to serve as a com plete school funding package. School districts in 
unorganized Alaska cannot use debt reimbursement. Individual school projects are often 
larger than the authorization in SB 264 for any school district. O ther funding methods, 
such as G.O. debt, must be used for m ost school construction and m ajor m aintenance in 
Alaska. M unicipal debt reim bursem ent is, however, the best method for m any school 
districts to build and maintain the facilities most im portant to the people in their 
community.

Session: 
Stale Capitol 

Juneau, Alaska 99801-1182 
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F I S C A L  N O T E  (

STATE OF ALASKA Fisca l Note Num ber: 1_______
2002 LEGISLATIVE SESSION Bill Version: S B  264

(S )  Publish Date: 3/1/02______

Revision Date/T im e  (N ote  if correction):___________________ Dept. Affected;________ E E D ________
Title "An A ct relating to a reimbursement program B R U  Scho o l Debt Reim bursem ent
for m unicipal bonds, notes, or other in d e b te d n e s s ..__________ Com ponent S ch o o l Debt Reim bursem ent
Sponsor Senator Green_________________________  _____________________
Requester Com m unity and Regional Affairs_____________ Com ponent No. 153

Expenditures/Revenues_____________________________ (Thousands of Dollars)_____________
Note: A m ounts do not include inflation unless otherwise noted below.
O P E R A T I N G  E X P E N D I T U R E S F Y  2003 r'Y  2004 F Y  2005 F Y  2006 F Y  2007 F Y  2008
Personal Serv ices  
Travel 
Contractual 
Supplies 
Equipm ent 
Land & Structures 
Grants & Claim s 
M iscellaneous

0.0 7,910.0 7,712.3 7,514.5 7,316.8 7,119.0

T O T A L  O P E R A T I N G 0.0 7,910.0 7,712.3 7,514.5 7,316.8 7,119.0

C A P I T A L  E X P E N D I T U R E S

C H A N G E  IN R E V E N U E S  ( ) [

F U N D  S O U R C E ____________________________________ (Thou sa nd s  of Dollars)
1002 Federal Rece ip ts
1003 G F  M atch
1004 G F
1005 G F/Program  Rece ip ts  
1037 G F/M enta l Health
Other (Specify Type-Do not abbreviate)

7,910.0 7,712.3 7.514,5 7.316.8 7,119.0

T O T A L 0.0 7,910.0 7,712.3 7,514.5 7,316.8 7,119.0

Es tim a te  o f  any cu rre n t year (F Y 2 0 0 2 ) co s t :  0.0
C h e c k  th is  bo x  (X )  if fu n d in g  fo r th is  bill is in c lu d e d  in the  G o v e rn o r 's  F Y  2003 b u d g e t p ro p o sa l: 

P O S IT IO N S
Full-time
Part-time
Tem porary

A N A L Y S I S :  (Attach a separate page if  necessary)
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municipality. All projects would have to be approved by the Department of Education & Early 
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Section 1:

Section 2:

Section 3:

Section 4:

Section 5:

Section 6:

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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SENATOR LYDA GREEN
SENATE DISTRICT N

Sectional Analysis SB 264

Amends AS 14.11.100(a) by adding a new subsection (a ) ( ll) .
AS 14.11.100(a)( 11) provides 70 percent reim bursem ent for retirement of 
principal and interest on outstanding, bonds, notes or other indebtedness 
authorized by municipal voters after June 30, 200.7 to pay costs of school 
construction, additions and major rehabilitation projects that exceed 
$200,000.

Amends AS 14.11.100(h) to provide a reference to new subsection (a)( 11) 
added in Section 1

Amends AS 14.11.100(i) to provide a reference to new subsection (a)(l 1) 
added in Section 1

Amends AS 14.11.100(j) to provide a reference to new subsection (a)( 11) 
added in Section 1

Authorizes $113,000,000 for projects specified in Section 1,
AS 14.11.100 (a)( 11), and allocates the funding as follows:
$50,000,000 to projects in Anchorage 
$15,000,000 to projects in Fairbanks 
$13,000,000 to projects in Mat-Su 
$10,000,000 to projects in Kenai
$25,000,000 to projects in municipalities with less than 9,000 students 
each (Juneau and smaller)

Effective date July 1, 2002

Prepared by Jerry Burnett, Staff to Senator Lyda Green, 3-15-02



SB 264, Bonded Debt Reimbursement

• Provides 70% state reim bursem ent for $133 million in school construction 
projects funded by bonds approved by local voters

• Funding is allocated to school districts based on student population, the four 
largest districts have specific allocations o f approxim ately $1,000 per student 
(rounded to the nearest million), $25 million is allocated in a block for use by 
any/all of the sm aller districts, again approxim ately $1,000 per student

® Projects must meet state requirem ents and be approved by the Departm ent of 
Education to qualify for reim bursem ent

• Projects do not have to be funded in rank order as determined by the D epartm ent 
o f Education

• SB 264 provides reim bursem ent for bonds approved/issued after July 1, 2002 but 
does not provide a time lim it for when the bonds must be approved

• SB 264 does not extend the time limit for authorizations currently in law. 
Fairbanks has reim bursem ent authorization that will expire in 2004 if not renewed

• SB 264 does not address the issue o f reim bursement for projects paid for with 
investment earnings from bond proceeds, at least one school district has excess 
investment eam ings from a bond issue and would benefit from a change to the 
statute that restricts the use of these eam ings.

• R EA A ’s cannot use this funding mechanism, the Department o f Education and 
the members o f the m inority may argue that only by using the D epartm ent’s

• Representative Jam es’ bill, HB 451, requires that school districts have in place an 
approved maintenance plan in order to qualify for debt reim bursement (this was a 
recommendation o f the bond reim bursem ent committee) adding her language to 
SB 264 would possibly be politically useful
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Sponsor Statement 
Senate Bill 264

R eim b u rsem en t p ro g ram  for m unicipal bonds, notes, o r  o th e r indeb tedness
in c u rre d  fo r school co n stru c tio n

Senate Bill 264 would authorize 70% state reim bursem ent for $ 113 million dollars of 
school projects that are funded by voter authorized debt issued by local governments.
The authorization would he distributed am ong school districts in the following manner: 
$50 million for projects in Anchorage, .$15 million for projects in Fairbanks, .$13 million 
for projects in Mat-Su. $10 million for projects in Kenai and $25 million for projects in 
sm aller school districts in organized Alaska. The amounts are intended to equal $1000 in 
projects per student rounded to the nearest million dollars in each district.

Debt reim bursem ent is one o f the methods that have been used to fund school 
construction in Alaska for a num ber o f years. Debt reim bursem ent has a unique 
advantage over other financing methods in that it allows for maximum local involvement 
and input in the decision of which specific projects should be funded. M unicipal debt 
reim bursem ent insures that the projects funded in a school district are the highest priority 
of the voters in that district. Projects need to meet slate standards for approval but do not 
need to be funded in the state’s priority order.

SB 264 is not intended to serve as a com plete school funding package. School districts in 
unorganized Alaska cannot use debt reim bursement. Individual school projects arc often 
larger than the authorization in SB 264 for any school district. Other funding methods, 
such as G.O. debt, must be used for m ost school construction and major maintenance in 
Alaska. M unicipal debt reim bursem ent is, however, the best method for many school 
districts to build and maintain the facilities most im portant to the people in their 
com m unity.

Session: 
S ta le  C a p it a l 

J u n e a u , A la s k a  99801-1182 
(907)465-6600 

(907) 465-3805 F a x

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

“An Act relating to temporary permits and licenses by endorsement issued 
by the Board of Nursing; and relating to the delegation of nursing duties,"

SB 283 is submitted at the request of the state Board of Nursing. It will 
reconcile current nursing industry standards with Alaska state law and maintain 
efficient management of licensed nurses in our state.

Specifically, it does the following:

1) codifies the authority of licensed nurses to delegate certain basic
tasks to unlicensed assistive personnel;

2) extends the duration of a temporary nursing license from 4 to 6
months; and

3) updates the statutory language authorizing the issuance of licenses
by endorsement.

These statutory adjustments are the result of diligent efforts by the state Board 
of Nursing. It would serve to tighten, clarify, and improve their ability to 
regulate and manage the delivery of safe and effective health care to the citizens 
of Alaska. There is no known opposition to or negative impact of these 
adjustments.

Please support the state Board of Nursing by enacting this beneficial legislation.

Home of the 
University of Alaska



An Act relating to tem porary perm its and licenses by endorsem ent issued by the Board of Nursing;
and relating to the delegation o f nursing duties.

SB 283

SECTIONAL ANALYSIS
Prepared by Tim I Jinkin, staff to Senator Gary Wilkcn

Section Statute Existing Changes

1 A S  08.68.200 License by Endorsem ent

Applicants can receive a license by 
endorsement if they have trained to be a 
nurse and if they fulfill the requirements o f 
subsections 1, 2, O R  3. Respectively, the 
subsections rcquire(l) that the applicant was 
a nurse in another state; (2 ) passed the 
Canadian Nurses' Exam, if comparable to 
Alaska's exams, O R  (3 ) not worked as a 
nurse in the past 5 years but has met the 
Board's Continuing Competency 
requirements.

Subsection 3 would be removed and 
added as (b ) under A S  08.68.200 (sec 
Section 2)

2 A S  08.68.200(b) License by Endorsem ent (1)) does not exist under current law

(h ) is a new subsection and is the 
former subsection (3 ) o f A S  
08.68.200. Previously, applicants 
could acquire a license by 
endorsement if they met subsections 
(1), (2), or (3). The  new law would 
require a combination o f [(1) A N D  
(3)| or |(2) A N D  (3)|.

A S  08.68.210(a) Tem porary  Permits
Currently, the Board o f Nursing may issue a 
temporary license by endorsement that is 
valid for 4 months.

This section would be amended to 
make temporary licenses by 
endorsement valid for up to 6 months.

4 A S  08.68..140(a)(2) Prohibited C o nd u ct

Under litis section, it is a class B  
misdemeanor to practice nursing without a 
license, unless the person is acting in an 
emergency situation.

Makes it okay to practice nursing 
without a license ll ; the person is 
executing tasks delegated by a 
registered or practical nurse, as set 
forth in A S  OS.68.405 (see section 5)

5 A S  08.68.40S Delegation o f N ursing 
'’unctions

I bis section does not exist under current
ilW.

Establishes that registered or 
practical nurses may delegate nursing 
duties toother persons, including 
unlicensed personnel. Specific types 
>f duties and eligibilities o f assistive 
icrsonnel arc determined by 
egulations set by the Board of 
Nursing.



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

Were helping people care fo r  people!

February 25, 2002

•j

.

Senator Gary W ilken 
Alaska State Legislature 
State Capitol, Room  514 
Juneau AK  99801-1182

Dear Senator W ilken:

The Senate Health Education and Social Services Committee will be hearing SB 283 on 
February 27, 2002. As the president o f  the Alaska State Hospital and Nursing Home A ssociation 
(ASHNHA), I am  writing a letter o f  support for the Senate Bill No. 276, “An A ct relating to 
temporary perm its and licenses by endorsem ent issued by the Board o f  Nursing; and relating to 
the delegation o f  nursing duties.”

This bill will put into law  w hat has always been a part o f nursing practice. The bill gives 
licensed nurses the authority to delegate nursing duties to other personnel and give the Board o f  
Nursing authority to set out regulations to outline safe delegation o f  their duties. Because there 
is such a severe shortage in the nursing profession, extending the temporary nursing license from 
4 to 6 months will allow extra time. Any help in this area will be greatly appreciated.

ASHNHA is an organization o f  34 healthcare providers around the state o f  Alaska. We 
believe that passage o f  this legislation will allow for better health care delivery to our citizens.

Sincerely yours,

Laraine L. Derr 
President/CEO

4 2 6  M ain Street, Juneau, Alaska 99801

Phone: 9 0 7 -5 8 6 -1 7 9 0  • Fax: 907 -463 -3573 • Web: ashnha.com
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Senator Gary Wilken 
State Capitol Building 
Juneau, Alaska 99801-1182

Dear Senator Wilken, '
i

I am writing in support o f SB 283 “An Act relating to temporary permits and licenses by 
endorsement issued by the Board o f  Nursing; and relating to the delegation o f  nursing 
duties.”
As you know the Board o f  Nursing is charged with protecting the public by developing 
reasonable .'_nd uniform standards for nursing practice.
SB 283 is a clean-up bill that clarifies several statutes by amendments and additions to 
AS 08.68.
Each o f  the statute clarifications fisted in this bill will allow a  more clear cut and precise 
description o f  the lav/ and will allow the Board o f  Nursing to develop regulations needed 
to protect the public and offer clear guidelines for nurses and health care workers 
practicing in Alaska.
Thank you for considering this bill.

Sincerely,

Board o f  Nursing 
666 11th Ave. #302
Fairbanks, Ah'. 99701 
907-479-4395 
907-479-7432 fex
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February 26,2002
Honorable Gary Wilken 
State Capitol
Juneau, Alaska 99801-1182 

Dear Senator Wilken:

We are writing this letter is support o f SB 283, “An Act relating to temporary 
permits and licenses by endorsement issued by the Board o f Nursing; and relating to the 
delegation of nursing duties.” This bill brings the nursing statutes up to date with current 
nursing practice in the areas o f delegation o f  nursing duties and the issuance of temporary 
licenses and licenses by endorsement.

Over the last ten years there has been an increase in the number and type of 
ancillary unlicensed health care workers that RNs and LPNs are required to delegate 
nursing duties to and have oversight o f the work they perform. The Attorney General’s 
office recently ruled that the existing statues do not give the Board o f Nursing the 
authority to promulgate regulations covering delegation o f nursing duties to persons other 
than nursing assistants.

It is imperative that RNs and LPNs have regulations from the Board of Nursing 
covering delegation o f nursing tasks. Nurses rarely hire or train the unlicensed personnel 
they are required to work with, yet their employers require nurses to make sure these 
persons perform the tasks delegated to them in a safe and accurate manner. Because 
these individuals are unlicensed, there is no regulatory body overseeing their training and 
competency. Nurses need the backing of the regulations promulgated by the Board of 
Nursing so that they can delegate in a manner that maintains the health and safety o f their 
patients.

The sections of SB 283 which deal with temporary nursing licenses would 
extended the length of license from 4 to 6 months which would allow the Board of 
Nursing to complete necessary background checks. The section o f the Bill dealing with 
license by endorsement would bring the statue into compliance with current practice of 
die Board concerning applicants who have not worked as a nurse in the past five years.

The Alaska Nurses Association is in full support of SB 283.

Sincerely,

Patricia Senner MS, RN, ANP

http://www.aknurse.org
mailto:aknurse@aknurse.org
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STATE O F  ALASKA
2002 LEG ISLA TIV E SESSION

Revision Date/Time (Note if correction):
Title: RELATING TO THE ALASKA TEMPORARY ASSISTANCE 

PROGRAM

Fiscal Note Nunnber: 
Bill Version:
( H ) Publish Date:

Dept. Affected: 
'B R U :

1
HB 402

2/15/02

Health & Socia l Services
Public Assistance

Component: ATAP
Sponsor:
Requestor:

HOUSE (HES)
HOUSE (HES)

Expenditures/Revenues

Component Number: 

(T h o u s a n d s  o f Dollars)

220

Note: Am ounts do not include inflation unless otherwise noted below.
O P E R A T IN G  E X P E N D IT U R E S F Y  2003 F Y  2004 F Y  2005 F Y  2006 F Y  2007 F Y  2008
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claim s
Miscellaneous

*

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L  E X P E N D IT U R E S

IC H A N G E  IN R E V E N U E S  ( 0 )
F U N D  S O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 G F  Match
1004 G F
1005 GF/Program  Receipts 
1037 GF/Mental Health
Other (Specify Type--do not abbreviate)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate  of any current year (FY2002) co s t:
C h eck  th is  box (X ) if fund ing  for this bill is in c lu d e d  in the Governor's  F Y  2003 budget proposal: 

P O S IT IO N S
Full-time
Part-time
Temporary

A N A L Y S IS : (Attach a separata page if necessary)

A lthough  this p rop ose d  legislation m ay  allow m ore than 20% of the eligible A T A P  caseload to rece ive  
benefits b e y o n d  60 m onths, there are no pro jected  financia l im pa cts . T h e  A T A P  program  is funded  in 
part by the federal T A N F  b lock  grant w h ich  d o e s  not vary regard less  of the n um ber of fam ilies served 
A lso, federal law  requires the Sta te  to contribute  a fixed a m o un t of state funds toward the program , 
ca lled  m a in te n a n ce  of effort (M O E ) .  Additionally, the provision that will allow the D e pa rtm e n t to offer 
transitional supportive  serv ices to clien ts  no longer rece iv ing  a ca s h  benefit will result is m ore families 
rem aining off the program , thus re ducing  co s ts  in the Te m p o ra ry  A ss is ta n ce  benefits co m p o n e n t.

Prepared by: 
Division
Approved by: 
Agency

(Ro V7/2U01 OM B)

J im  N ord lund Phone 4 6 5 -5 8 3 5
P u b lic  A ss is ta n ce
Elmer A. Lindstrom, Deputy Commissioner 
Department of Health & Socia l Services

Date/Time 02/13/2002 
Date 02/14/2002

For distribution information, call th e  G overnor’s  Legislative Office
Page 1 of J__
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Interim:
600 Eas t R a ilr o a d  A v e n u e  
W a s i l la ,  A la s k a  99654 
(907) 376-3370 
(907) 376-3157 F a x

S e n a t e  H e a l t h , E d u c a t io n  a n d  S o c ia l  S e r v ic e s  C o m m it t e e

S e n a t o r  L y d a  G r e e n , C h a i r

SB 293 " A n  A c t  r e l a t i n g  t o  W e l f a r e  R e f o r m ”  

S p o n s o r  S t a t e m e n t

While die Department o f  Public Assistance has made strides in the application o f  welfare 
reform, lessons have been learned, and insight has been gained, that led us to propose a 
tune-up of public assistance.

The intent of HB 293 is to align department program operations with the work-first 
philosophy that has been held up by all o f  us as the goal. One o f  the key premises o f  diis 
philosophy is that the labor, market is die best test o f  an individual’s employability. Another 
is diat all individuals are capable of moving themselves and their families toward self- 
sufficiency. A tliird is that “real job” experience is die best way to specifically identify 
training needs.

HB 293 has made changes that in general terms:
•  Implement a broader and more responsive diversion process to assist 

families to avoid dependency on cash benefits;
• Strengthen the “up-front message” to clients diat public assistance is as 

much about employment as it is about providing cash benefits;
• Provide more consistent guidance with regard to assessment, emphasizing 

the utilization o f  the labor market as die best test o f  employability and a 
family strengdi-bascd approach versus an approach that emphasizes pre­
determining family barriers;

• Implement a more complete subsidized wage program and expanding 
community service for diose unable to obtain unsubsidized employment.

Session: 
S la t e  C a p it o l 

J u n e a u , A la s k a  99801-1182 
(907)465-6600 

(907) 465-3805 F a x

S e n a t o r  Lo r e n  L e m a n , V ic e -C h a ir

S e n a t o r  J e r r y  W a r d , S e n a t o r  G a r y  W il k e n , S e n a t o r  B e t t y e  D a v is
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22-LS1449\C.l
Lauterbach

2/19/02

OFFERED IN THE SENATE B Y SENATOR GREEN

TO: SB 293

Page 19, line 31, following "(1)":

Insert "beginning on the date the department makes a finding that the family is 

not in compliance under this subsection."

Page 20, line 9, following "(2)":

Insert "beginning five months after the date the department made the finding that 

the family was not in compliance under this subsection."

A M E N D M E N T

Page 20, line 20, following "(3)":

Insert "beginning nine months after the date the department made the finding

that the family was not in compliance under this subsection."



22-L S1449\C .l
L auterbach

2/19/02

1 Page 19, line 31, following "(1)":

-  Insert "beginning on the date the d e p a r tm e n t  makes a finding that the family is

3 not in compliance un d er  this subsection."

4

5 Page 20, line 9, following "(2)":

6 Insert "beginning five months a fte r  the date  the d epartm en t made the finding tha t

7 the family was not in compliance u n d e r  this su b jec t io n ."

8

9 Page 20, line 20, following "(3)":

10 Insert "beginning nine months a f te r  the date  the d epartm en t made the finding

11 tha t the family was not in compliance u n d e r  this subsection."

A M E N D M E N T

O F F E R E D  IN T H E  S E N A T E  B Y  S E N A T O R  G R E E N

TO: SB 293

I -1-



22-LS1449\C .I
Lauterbach

2/19/02

1 Page 19, line 31, following "(1)":

-  Insert "beginning on the date the d e p a r tm e n t  makes a finding that the family is

J pot in compliance under  this subsection."

4

5 Page 20, line 9, following "(2)":

6 Insert "beginning five months a f te r  the da te  the departm en t made the finding tha t

~ the family was not in compliance u n d e r  this subsection ."

8

9 Page 20, line 20, following "(3)":

Insert "beginning nine months a f te r  the date  the departm en t made the finding 

tha t the family was not in compliance u n d e r  this subsection."

A M E N D M E N T

O F F E R E D  IN T H E  S E N A T E  B Y  S E N A T O R  G R E E N

TO: SB 293

L -1-



22-LS1449\C.l
L auterbach

2/19/02

OFFERED IN THE SENATE BY SENATOR G REEN

TO: SB 293 

Page 19, line 31, following "(1)":

Inseit "beginning on the date the department makes a finding that the family is 

not in compliance under this subsection."

Page 20, line 9, following "(2)":

Insert "beginning five months after the date the department made the finding that 

the family was not in compliance under this subsection."

A M E N D M E N T

Page 20, line 20, following ''(3)":

Insert "beginning nine months after the date the department made the finding

that the family was not in compliance under this subsection."



22-L S1449\C .l
Lauterbach

2/19/02

A M E N D M E N T

O F F E R E D  IN T H E  S E N A T E  B Y  S E N A T O R  G R E E N

TO: SB 293

1 Page 19, line 31, following "(1)":

Insert ''beginning on the date the department makes a finding that the family is 

J not in compliance under this subsection."

4

5 Page 20, line 9, following "(2)":

6 Insert "beginning five months after the date the department made the finding that

"7 the family was not in compliance under this subsection."

8

9 Page 20, line 20, following "(3)":

10 Insert "beginning nine months after the date the department made the finding

11 that the family was not in compliance under this subsection."

l - i -
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2/19/02

1 Page 19, line 31, following "(1)":

- Insert "beginning on the date the department makes a finding that the family is

3 not in compliance under this subsection."

4

5 Page 20, line 9, following "(2)":

6 Insert "beginning five months after the date the department made the finding that

7 the family was not in compliance under this subsection."

8

9 Page 20, line 20, following "(3)":

10 Insert "beginning nine months after the date the department made the finding

11 that the family was not in compliance under this subsection."

A M E N D M E N T

O F F E R E D  IN T H E  S E N A T E  B Y  S E N A T O R  G R E E N

TO: SB 293
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2/19/02

OFFERED IN THE SENATE BY SENATOR GREEN

TO: SB 293

Page 19, line 31, following "(I)"-'

Insert "beginning on the date the department makes a finding that the family is 

not in compliance under this subsection."

Page 20, line 9, following "(2)":

Insert "beginning five months after the date the department made the finding that 

the family was not in compliance under this subsection."

A M E N D M E N T

Page 20, line 20, following "(3)":

Insert "beginning nine months after the date the department made the finding

that the family was not in compliance under this subsection."
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2/19/02

1 Page 19, line 31, following "(1)":

2 Insert "beginning on the date the department makes a finding that the family is

3 not in compliance under this subsection."

4

5 Page 20, line 9, following "(2)":

6 Insert "beginning five months after the date the department made the finding that

7 the family was not in compliance under this subsection."

8

9 Page 20, line 20, following "(3)":

10 Insert "beginning nine months after the date the department made the finding

11 that the family was not in compliance under this subsection."

A M E N D M E N T

O F F E R E D  IN T H E  S E N A T E  B Y  S E N A T O R  G R E E N

TO: SB 293
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2/19/02

1 Page 19, line 31, following "(I)":

Insen "beginning on the date the department makes a finding that the family is 

not in compliance under this subsection."

4

5 Page 20, line 9, following "(2)":

6 Insen "beginning five months after the date the department made the finding that

~ the family was not in compliance under this subsection."

8

9 Page 20, line 20, following "(3)":

10 Insert "beginning nine months after the date the department made the finding

11 that the family was not in compliance under this subsection."

A M E N D M E N T

O F F E R E D  IN T H E  S E N A T E  B Y  S E N A T O R  G R E E N

TO: SB 293
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2/19/02

1 Page 19, line 31, following "(1)":

2 Insert "beginning on the date the department makes a finding that the familv is

3 not in compliance under this subsection,"

4

5 Page 20, line 9, following "(2)":

o Insert "beginning five months after the date the department made the finding that

7 the familv was not in compliance under this subsection,

8

9 Page 20, line 20, following "(3)":

10 Insert "beginning nine months after the date the department made the finding

11 that the familv was not in complia .ice under this subsection,

a m e n d m e n t

O F F E R E D  IN T H E  S E N A T E  B Y  S E N A T O R  G R E E N

TO: SB 293
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OFFERED IN THE SENATE BY SENATOR GREEN

TO: SB 293 

Page 19, line 31, following "(1)":

Insert "beginning on the date the departm ent makes a finding that the familv is 

not in compliance under this subsection."

Page 20, line 9, following "(2)":

Insert "beginning five months after the date the department made the finding that 

the familv was not in compliance under this subsection."

A M E N D M E N T

Page 20, line 20, following "(3)":

Insert "beginning nine months after the date the department made the finding

that the familv was not in compliance under this subsection."



22-LS1449\C.l
Lauterbach

2/19/02

1 Page 19, line 31, following "(1)":

- Insert "beginning on the date the department makes a finding that the familv is

3 not in compliance under this subsection."

4

5 Page 20, line 9, following "(2)":

6 Insert "beginning five months after the date the department made the finding that

7 the familv was not in compliance under this subsection."

8

9 Page 20, line 20, following "(3)":

10 Insert "beginning nine months after the date the department made the finding

11 that the familv was not in compliance under this subsection."

A M E N D M E N T

O F F E R E D  IN T H E  S E N A T E  B Y  S E N A T O R  G R E E N

TO: SB 293

i -1-
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Senator  Lyda  G reen , C hair

SB 293 "A n  A ct  r e l a t in g  t o  W e l fa r e  R e f o r m ” 
Sp o n s o r  St a t e m e n t

While the Department of P .blic Assistance has made strides in the application of welfare 
reform, lessons have been learned, and insight has been gained, that led us to propose a 
tune-up of public assistance.

The intent of HB 293 is to align department program operations widi die work-first 
philosophy that has been held up by all of us as the goal. One of the key premises of this 
philosophy is diat the labor market is die best test of an individual's employability. Another 
is that all individuals are capable of moving diemselves and their families toward self- 
sufficiency. A diird is that “real job” experience is the best way to specifically identify 
training needs.

HB 293 has made changes that in general terms:
• Implement a broader and more responsive diversion process to assist 

families to avoid dependency on cash benefits;
* Strengthen the “up-front message” to clients that public assistance is as 

much about employment as it is about providing cash benefits;
* Provide more consistent guidance with regard to assessment, emphasizing 

the utilization of die labor market as die best test of employability and a 
family strength-based approach versus an approach that emphasizes pre­
determining family barriers;

• Implement a more complete subsidized wage program and expanding 
community service for those unable to obtain unsubsidized employment.
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SENATE BILL NO. 293

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY THE SENATE HEALTH, EDUCATION AND SOCIAL SERVICES CO M M ITTEE 

Introduced: 2/13/02
Referred: Hcnltli, Education and Social Services, Finance

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to diversion payments, wage subsidies, cash assistance, and sclf-

2 sufficiency services provided under the Alaska temporary assistance program; relating

3 to the food stamp program; relating to child support eases that include persons who

4 receive cash assistance or self-sufficiency services under the Alaska temporary

5 assistance program; and providing for an effective date."

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

7 * Section 1. AS 25.20.050(0 is amended to read:

8 (0 The child support enforcement agency may recover the costs of testing

9 ordered under (e) of this section from the alleged father unless the testing establishes

10 that the individual is not the father, except that costs may not be recovered from a

11 person who is a recipient of cash assistance or self-sufficiency services under

12 AS 47.27 (Alaska temporary assistance program). For purposes of this subsection, a

13 person who receives a diversion payment and self-sufficiency services under

SB0293A -1-
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1 AS 47.27.026 is not considered to be a recipient of cash assistance or sclf-

2 sufficiency services under AS 47.27.

3 * See. 2. AS 25.27.165(i) is amended to read:
4 (i) The agency may recover any costs it pays for genetic tests required by this

5 section from the putative father unless the testing establishes that the individual is not

6 the father, except that costs may not be recovered from a person who is a recipient of

7 cash assistance or self-sufficiency services under AS 47.27 (Alaska temporary

8 assistance program). For purposes of this subsection, a person who receives a

9 diversion payment and self-sufficiency services under AS 47.27.026 is not

10 considered to be a recipient of cash assistance or self-sufficiency services under

11 AS 47.27.
12 * Sec. 3. AS 25.27.900 is amended by adding a new paragraph to read:

13 (13) "assistance under AS 47.27," "assistance granted under

14 AS 47.27," or "assistance paid on behalf of the obligee under AS 47.27" means cash

15 assistance provided under AS 47.27 (Alaska temporary assistance program).

16 * Sec. 4. AS 29.45.650(1) is amended to read:

17 (I) A borough may not levy and collect a sales tax on a purchase made with

18 (1) food coupons, food stamps, or other type of allotment [CERTIFICATE] issued

19 under 7 U.S.C. 2011 - 2036 (Food Stamp Program) [7 U.S.C. 2011 - 2025 (FOOD

20 STAMP ACT)]; or (2) food instruments, food vouchers, or other type of certificate

21 issued under 42 U.S.C. 1786 (Special Supplemental Food Program for Women,

22 Infants, and Children). For purposes of this subsection, the value of a food stamp

23 allotment paid in the form of a wage subsidy as authorized under AS 47.25.975(b)

24 is not considered to he an allotment issued under 7 U.S.C. 2011 - 2036 (Food

25 Stamp Program). This subsection applies to home rule and general law

26 municipalities.

27 * Sec. 5. AS 29.45.700(d) is amended to read:

28 (d) A city that levies and collects ales and use taxes under (a) of this section

29 may not levy and collect a sales tax on a purchase made with (1) food coupons, food

30 stamps, or other types of allotments [CERTIFICATES] issued under 7 U.S.C. 2011 -

31 2036 (Food Stamp Program) [7 U.S.C. 2011 - 2025 (FOOD STAMP ACT)]; or (2)

22-LS1449\C
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1 food instruments, food vouchers, or other type of certificate issued under 42 U.S.C.

2 17S6 (Special Supplemental Food Program for Women, Infants, and Children). For

3 purposes of this subsection, the value of a food stamp allotment paid in the form

4 of a wage subsidy as authorized under AS 47.25.975(b) is not considered to be an

5 allotment issued under 7 U.S.C. 2011 - 2036 (Food Stamp Program). This

6 subsection applies to home rule and general law municipalities.

7 * Sec. 6. AS 47.05.010 is amended to read:

8 Sec. 47.05.010. Duties of department. The Department of Health and Social

9 Services shall
10 (1) administer adult public assistance, the Alaska temporary assistance

11 program, and all other assistance programs, and receive and spend money made

12 available to it;
13 (2) adopt regulations necessary for the conduct of its business and for

14 carrying out federal and state laws granting adult public assistance, temporary cash

15 assistance, diversion payments, or self-sufficiency services for needy families under

16 the Alaska temporary assistance program, and other assistance;

17 (3) establish minimum standards for personnel employed by the

18 department and adopt necessary regulations to maintain those standards;

19 (4) require those bonds and undertakings from persons employed by it

20 which in its judgment are necessary, and pay the premiums on them;

21 (5) cooperate with the federal government in matters of mutual

22 concern pertaining to adult public assistance, the Alaska temporary assistance

23 program, and other forms of public assistance;
24 (6) make the reports, in the form and containing the information, that

25 the federal government from time to time requires;

26 (7) cooperate with the federal government, its agencies or

27 instrumentalities in establishing, extending! and strengthening services for the

28 protection and care of homeless, dependent and neglected children in danger of

29 becoming delinquent, and receive and expend funds available to the department by the

30 federal government, the state or its political subdivisions for that purpose;

31 (8) cooperate with the federal government in adopting state plans to

22-LS1449\C
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1 make the state eligible for federal matching in appropriate categories of assistance, and

2 in all matters of mutual concern, including adoption of the methods of administration

3 that art found by the federal government to be necessary for the efficient operation of

4 welfare programs;
5 (9) adopt regulations, not inconsistent with law, defining need,

6 prescribing the conditions of eligibility for assistance, and establishing standards for

7 determining the amount of assistance that an eligible person is entitled to receive; the

8 amount of the assistance is sufficient when, added to all other income and resources

9 available to an individual, ii provides the individual with a reasonable subsistence

10 compatible with health and well-being; an individual who meets the requirements for

11 eligibility for assistance shall be granted the assistance promptly upon application for

12 it;

13 (10) grant to a person claiming or receiving assistance and who is

14 aggrieved because of the department's action or failure to act, reasonable notice and an

15 opportunity for a fair hearing by the department, and the department shall adopt

16 regulations relative to this;
17 (11) enter into reciprocal agreements with other states relative to

18 public assistance, welfare services, and institutional care that are considered advisable;

19 (12) establish the requirements of residence for public assistance,

20 welfare services* and institutional care that are considered advisable, subject to the

21 limitations of other laws of the state, or law or regulation imposed as conditions for

22 federal financial participation;

23 (13) establish the divisions and local offices that are considered

24 necessary or expedient to carry out a duty or authority assigned to it and appoint and

25 employ the assistants and personnel that are necessary to carry on the work of the

26 divisions and offices, and fix the compensation of the assistants or employees except

27 that a person engaged in business as a retail vendor of general merchandise, or a

28 member of the immediate family of a person who is so engaged, may not serve as an

29 acting, temporary or permanent local agent of the department, unless the

30 commissioner of health and social services certifies in writing to the governor, with

31 relation to a particular community, that no other qualified person is available in the
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