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Providenceoperatesthree municipallyowmlhoeptatsoutsideAnchorage operating Mcitoes
m Seward and Valdez under management agreements and a tecMyai Kodiak undera Isaee

ftwldaaw Beward Medlcal Caneer (P8MC)
Providence has operated a 6-bed hoapital and a 43-bed long term care factily in Seward since
1998. In2005. PSMC loat *402 000 tor a -3 7% total msrgm

Providence Valdez Madteat Center (PVteC)
The City of Valdez pay* PHAS to manage this 11-bed hoapitel and a 19-bed long larm cam
facility In2006, PVMC loat *148.000 far a -19%b total maigm

Providence Kodiak taiand Medical Center (PKMC)

Providence began managing thla 25-bed hoapitel and a 19-bed long-term cam tecMy in 1998
under a 10-year renewable leata from toe Kodiak Island Borough (K«) PHAS eodeote no
managament fee and actually paya the borough *720.000 annualy tor the right to operate the
facikfy. In2005 PKIMC posted a *769,000 profl for a 3.8% total margii.

Growth

PHAS = cementing ** domnance in Aiaaka wth a plan to spend *321 mdion to buid a boat of
new facilities by 2008. including:

new medical ofRce buildings
a heart institute
ther.cancer center

visitor housing and
Wemial devaiopment that ©0000000' the competing Mat-Su Regional

DD e ¢

Expendng its strength in the long-termcam 1 MR ey iujicb n tanncnlornwig
1

marke | PHAS opened the tor-prolt St. Etas 1 Process-Mm 1.2887
Specialty Hoaptal in Anchorage on December ~ -
18. 2008 This *24 million facility, a rivik Statue Vvalue
partnership between PHAS and Bridgecare Anchorage - AppNcabon  *1.312,575
Heap>all from Alabama, is the only one of to ~ Cardtovaeculer mnytete

ObsenmSon

kind mthe stale St. Elies Spectely Hoapital
focuses on ion-critical patients requiring long— Ame Expansion

term acuta cam. and wd receive patients from  Anchorage - Appkcskon  *8,001.614
hospitals throughout the stale. Onoe St Elias  Catoatsiteation ~Complete

Specially Hoapital demonstrates that patents | abs

stay at the hospitai an average of mom than Anchorage - iIKAIUsIikM *3 643.988
25 day_s. admMatrators say that toey w i seat Outpatient Fteceived
confncjDpnoy m nch i ot o woy-wm kuo Therapy
cam hospital. Services
. X o Anchorage -tearing *9,800.000
The State of Aiaaka is cunentfy considering Ambulatory Schaduiad
applications tor conificaies of need tor seven Surgery Cantor
PHAS Alaska protects totatng *48 mWon. The Seward - CON 28 100.000
most controversial protect seems to be the P d ! ’
proponed imaging canter in the Matanuska- rovtdenoe Approved
Susitna (Mat-Su) Vatay. fibstey Cars
Cantor
Anchorage Appealed

Matanuska-Susitna Valley Anchorage
Controversy Imaging Pacify

Mat-Su imegmg  Appealed

Alter losing a bid to partner with the Vatoy Services

Hosptal Association, PHAS Aiaaka ia Total - - i
aggressively undermining the new community
hoapital in Mat-Su Vatay. tost by purchasing land surrounding 1. and now by seeking to apan $

competing imaging center mahout CertAcste of Need approval

in 2002, the Vatay Hoapital Association decided to build a new community hospital Inthe
MManusks-Suutoa Vatay that could treat mom pettente locaay lacking the cash to undertake
ha Praieats thi teeM i it XMind endthiifitd Mwadil Rfgaeiaii sod weeimdily MriMvd inito &
Joint ventum with for-profit Triad Hospitals, Inc Under the agreement, Tried agreed to spend up
to *75 million on the new tocMty. maintain a toeal presence on the board of directors with 50%6
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of toe board's vote, and proportlonateiy a im to* hoaptaTs pratot with toe commurtey. The
association refected e bid from Providence out of concern tost toe company would path to
stabtoe patterns and then transfer teem to Providence Anchorage Medical Center ratoar toae
keeping them al "our rem ful-tadgad hoeprUT said Elizabeth Ripley. spokeswoman tor tha
Mat-Su Valley hoapital TAte wanted to deliver cam tocaMy.’aha said.

The community brake ground on tea new 74-bed Mat-Su Regional Medical Cantor on May 17.
2004 and opened «s doors on January 27,2000.

Shortly batote the deal w*h Triad wea approved. Providence had announced a had purchased
an option to buy M acres of land jute souto of iba new Mat-Su hoapital In June 2000,
Providence announced that it would relocate two of ha ptiyeaen cSnics to a new medical oillce
budding it wea developing on the land. In December 2005, Providence announced a Joint
ventore with the Imaging Au ocletoi of Providence (IAP) mdiotogy group The JoM venture,
Mat-Su Imaging Services, would locale to the new office budding.

Providence did noi Ms an apphcabon tor a certificate of need tor toe imaging facMy; butin
March 2006 Norman Stephana. CEO of toe new Mat-Su hospital, wroft- to Health
Commissioner Kartaen Jackson asking the state to tovestigele whether or note cotMcate of
need wee required. Indoing ao, Stephens said, *Mat-Su Regional Mrxlicai Center may be
adversely and subatantlaly affected by the vtoteHon of Ihe Certificate of Need statute...*

Commissioner Jackson agreed writh PHAS Alaska teat the Imaging taokty wee ectueay a
physician's office, not a 'heath care facMy,* and was toeretore eaampt tom tha certfficBte of
need lequkementa. Met-Su appealed, arguing tat *iap does not meet the awempUon tor
physician of\toes aa to majority tovaster la a hoapitel. Providence Heath System. Every day
toetiAP Is showed to continue operating to MRI Isa viotetion of the lew and tnanciaty
panakass Mat-Su Regional. * (imaging ie a widely known aa a lucrative heath cam busineea
thiftNullcin hoipiiiioH»nrm N bocoust imsgInQ opm lioni csn “cmmevi”
revenue away from a hoaptars fragla service mix.)

Jackson rejected that appeal She reversed heraetf. however, ater a court rated that an
independent diagnoebc testing fadtey to Fakbanks. Aiaaka. mgtemd a Certificate of Need She
ntemwd IAP on August 17.2000 teal a corticate of need wouto be mquimd tor Mat-Su

Imaging Services.

Al the rtquesi of Ed Lamb, CEO of Aiaaka Regnnai Modcal Center. Jackson Informed
Providence that IAP a Anchorage Abbott Road Imaging Fedkly would ateo requim a certificote

of need

Providence appealed both decisions. Admwal rabva Lew Judge Terry L. Thurbon ooneolidetod
toe caees in November 2000. and is now considering tha matter.

PHAS Alaska currently owns at least 40-acms of land that surrounds the Mat Su Regional
Medical Center. The tormer Providence employee who secured the land purchaee while he
worked tor the hoapital now holds a 10-year development agreement that gives him exclusive
rights to devetop the property, wham he hopes to butkf a hotel. mteM and office speoe. and
several 'destination restaurants. * Asked about the property ‘to the vicinity of the new Vatay
Hosptal.’ Provisoes Alaska Region CEO Parrish stated. 1TS not only in the vicinity. It

completely surrounds it."

Executives

At Parrish became CEO of the Providence Alaska Region in 2002 ator working in the AJeeka
tourism industry tor the previous 20 yearn Ins recant interview. Parrish sctmowtertgwl PHAS
Alaska's ambitious plans, saying. *Kprobably dots give tha appearance, which toan accurate
appearance, thatwe mtety have a lot of irons to the Ore. Bui the need was toera and we raid
we wWte address that need." Providence reports Parrtsh e 2006 eatery as $417,641.

Robert Dvorak earned a $338,162 salary tn 2005 for tvs work aa Providence Atoefca'e chief
financial officer

Susan Humphrey Bematt ia the area opemtiona adminlstrator for PHAS Aiaaka. whom she to
to charge of operations outside of PAMC Her 2005 eatery wee 5191,844.

Joel Otaeitaow tormer Alaska Commissioner of Healh and Soda! Services, is now regional
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January 25,2008

By Robert James Cimasi, MHA, ASA, CBA, AVA, CM&AA, CMP

Goad afternoon Seratars and Ms. Chaimman. Thank you for the opportunity to spesk before
members of the Alaska Serete Health Education & Sodal Services Committee regarding the
proposed Serdte Bill 245: "An act establishing the Alaska Health Care Commission and the
Alaska Health Care Information Office; relating to healthcare planning and information;
repealing the certificate o fneed program fo r certain healthcare facilities; and providing for and
effective dale.1"

My nane is Robert Jares Cmasl. | am Presidant of Health Capital Consultants, a national
healthcare economic ad financial consulting firm located in S Louis, MO. On August 16,
2001, | wes gppanted to senve on the Acute Care Foaus Group of the Miissoun Certificate of
Need Technical Advisory Committee (CONTAC) for the Missoun Heslth Faciliies Review
Committee (MHFRC). Ower the pest years my firm hes conducted dedicated, fooused research
resuling in a comprehensive reference manual & sourcelbook enconpassing the statutory,
regulatory, administrative, and legal agpeds of Certificate of Need (CON) regulation from its
inception in the late 1960's to the present  Hements of this researdh on CON have been
published in Decermber 2005 & "The U.S. Healthcare Certificate O fNeed Sourcebook” Which
sumaizes numerous studies, monographs, and research reparts regarding CON regulations, as
well as law review, and bar joumnal articles, ad in exaess of 700 published legal cages related to
CON. Attached to your handouts is abrief description of my professional qualifications.

Over the years, the soope of my professional activities, including testimony in court, and before
legislative and agency hearings, hes required and permitted ne and my firm to conduct extensive
research and analysis in the areas of hedlthcare delivery; public health planning; healthcare
econamics ad market competition; as well as, ather Certificate of Need (CON) related topics.
Basad on these activities, and expetience, it is my informed view that this committee should vote
to advance Serete Bill 245 (hereinafter referred to as the PROPOSED BILLS).

QON is afailed public heslth policy which is led for Alaska citizens and patients for severd key
ressons. The following topics should be addressect

1 CON's History as Failed Health Planning Policy;

2. The Effects of CON Repedl in Several States,

3. The Federal Trade Commission's Repeated Denunciation of CON,;

4. CON Has Failed to Lower Healthcare Costs;

5. CON is Anti-compctitivc;

6. CON is aBarrier to Healthcare Innovation;

1Health Care Plan/Commission/Facilities by Alaska Senate, Alaska Senate, January 2008,
www lecis.statc,ak,us/basis/i«i complete biH,Psn'ZsgssiP-n=.25&hillSB245t 2008)

Robert James Cimasi, MHA, ASA, CBA, AVA,CM&AA,CMP
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Care Information Office; relating to healthcare planning
the certificate o fneedprogramfor certain healthcarefacilities;
andprovidingfor an effective date”™

7. CON Reducss Access and Patient Choice; and,
8. CON Hasn't Improved Healthcare Quality.

RobertJames Cimasi, MHA, ASA,CBA, AVA,CM&AA,CMP
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Testimony Related to Alaska Senate Bill 245: An Act establishing the Alaska Health Care
Commission and the Alaska Health Care Information Office; relating to healthcareplanning
and information; repealing the certificate o fneed program for certain healthcarefacilities;
and providingfor an effective date"

1 CON'sHistory as Failed Health Planning Policy

CON legislation wasputin place nationally as a result o fa Federal mandate in 1974. Based on
over three (3) decades o fexperience, it is now clear that the CON process does not offer the
better, more efficient solution to reducing healthcare cost that its proponents have proudly
proclaimed. As Duke Professor of Law Clark Havighurst condudes  pProtectionist regulation,
long discredited in other areas, is particularly misguided in healthcare, where health insurance
greatly increases the profitability o fmonopoly and imposes the resulting higher costs on
unwilling premium payers. To use cross-subsidies tofinance even worthy (let alone unworthy)
health care projects is to put public burdens unfairly (regressively) on the backs o fworking
Americans.™

By 1986, the federal govermment hed shifted its attitude toward CON regulation. The federal
CON legislation that wes pessed in 1974 hed, within over adecade, becare goparent that the
effort hed failed. The National Health Planning Act wes repedled due to “ mounting empirical
evidence that certificate of need cost containment objectives were nat being realized ” 1

Instead, the application of CON regulation hes only encouraged ermoneous autcomes, to the
detriment of Alaska’ s public interest, on the besis of insufficient valid data; flawed methodology;,
arbitrary and capricious standards, and, the ambiguity of unrestricted agency discretion in an
atmosphere of political influence. The Alaskan CON process’ almost total lack of applicable,
valid empirical data; the aosanoe of generally acoepted methodological standards of economic
and financial analysis; and, the lack of consideration of all required pertinent variables, are besed
on statutes and rules that are so fatally flawed and S0 clearly besed on arbitrary and capricious
Standards as o be unreasonably budensome on the ditizens and patients of Alaska.  Your
pessage of Serate Bill 245 would relieve this anerous situation.

2 Effects of CON Repeal

The Joint Legislative and Audit Review Committee and the Health Policy Analysis Program of
the University of Washington's Schod of Public Health and Community Medicine published a
study of the certificate-of-need program in the state of Washington on January 8, 1999. The
results of this study are published asthe “Effects o fCertificate o fNeed and Its Possible Repeal”.

This mctasstudy, one of the most comprehensive efforts recentty conducted in the area of CON,
"examined the effects o fCON and its possible repeal on the cost, quality, and availability offive

health services - hospitals, ambulator} surgery, kidney treatment, home health, and hospice - as

2"'Monopoly Is Not The Answer,” By Clark C. Havighurst, Health Affairs, August 9,2005.
JSee Aaron S. King, Medical Market Failure in Maine: Is the Dirigo Reform Ad's Certificate o fReed a Market
Correction?, 22 Me. BJ. 156 (2007).

RobertJames Cimasi, MHA, ASA,CBA, AVA,CM&AA,CMP
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Testimony Related to Alaska Senate Bill 245: An Act establishing the Alaska Health Care
Commission and the Alaska Health Care Information Office; relating to healthcareplanning
and information; repealing the certificate o fneedprogramfor certain healthcarefacilities;

andprovidingfor an effective date™

well as on charity care and health services in rural a re a s . Results of this study were bessd on
Iiterature review, interviews and information from healthcare providers and healthcare economic
exats in the Sate, as well as an analysis of eight (8) dates which completely or partially
repedled their CON laws (i.e. Arizona, Indiana, Ohio, Pennsyivania, Tamessee, Texas, Uah, ad
\MSCG’\Siﬂ).STf’E Sl,d)/ found that CON "has not controlled overall healthcare spending or
hospital costs. " It aso fourd "confiding or limited evidence about the effects of CON on the
guality and availability ofother healthcare services or about the effects o frepealing CON.

The study does nat prediict the effects of CON repedl; honever, the study reflected that CON hes
been shown to restrict the supply of soe specific health senvices in sone areas, ad inferred
that, perhgps as aresult, supply suges occurred in some specific health senvices of some arees 7
Sare supply Surges were experienced in psychiatric hospitals and nursing homes (Utah); nursing
hores ad goen heait surgety (Arizona); home health (Temnessee), hospitals, ambulatory
surgery centers, dialysis, and pediatric sevices (Ohio); hospitals ad psychiatric hospitals
(Wisconsin) ad nursing homes ad psychiatric hospitals (Texas) after the reped of CON*
These finding were nat consistent in every State that completely or partially repealed their CON
lawns that wes induded in the Washington studly.

"Not all states experience surges afier repeal. When surges do occur, they tend to
moderate over time "...In addition, initial surges are sometimes followed by periods of
shakeout and stabilization. Therefore, while short term supply increases do appear at
times afier CON repeal, such surges have been insufficiently studied to determine if there
are any persistent effects on cost (or on other goals such as quality and access). 9

A 1938 empirical study, which examined health spending between the late 1970's ad 193
looked at spending prior to and directly after staie CON lans were repealed, statedt

4 “Effects of Certificate of Need and Its Possible Repeal”, Joint Legislative and Audit Review Committee and the
Health Policy Analysis Program of the University of Washington’s School of Public Health and Community
Medicine, Jan. 8, 1999, p. i.

5“Effects of Certificate of Need and Its Possible Repeal”, Joint Legislative and Audit Review Committee and the
Health Policy Analysis Program of the University of Washington's School of Public Health and Community
Medicine, Jan. 8, 1999, p. li, 6.

6 “Effects of Certificate of Need and Its Possible Repeal”, Joint Legislative and Audit Review Committee and the
Health Policy Analysis Program of the University or Washington’s School of Public Health and Community
Medicine, Jan. 8. 1999, p. iii.

7 “Effects of Certificate of Need and Its Possible Repeal”, Joint Legislative and Audit Review Committee and the
Health Policy Analysis Program of the University of Washington’s School of Public Health and Community
Medicine, Jan. 8, 1999, p. 10.

1“Effects of Certificate of Need and Its Possible Repeal”, Joint Legislative and Audit Review Committee and the
Health Policy Analysis Program of the University of Washington’s School of Public Health and Community
Medicine, Jan. 8, 1999, p. 13.

* “Effects of Certificate of Need and Its Possible Repeal”, Joint Legislative and Audit Review Committee and the
Health Policy Analysis Program of the University of Washington’s School of Public Health and Community
Medicine, Jan. 8, 1999, pp. 11, 13.

RobertJames Cimasi, MHA, ASA,CBA, AVA,CM&AA,CMP
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T /stimony Related to Alaska Senate Bill 245: An Act establishing the Alaska Health Care
Commission and the Alaska Health Care Information Office; relatingto ealthcareplanning
and information; repealing the certificate o fneed programfor certain healthcarefacilities;

andprovidingfor an effective date”

“The major findings about CON can be summarized as follows: first, we found no
surge in expenditures after CON was lifted; second, despite a statistically significant
reduction by mature programs on acute spending per capita, there was no
corresponding reduction in total per capita spending (apparently due to offsetting
expenditures on non-liospital services)... We found that mature CON reduced hospital
bed supply per capitapopulation, but could detect no increase in bed supply following
the removal o f CON.

Further, the authors found thet established GON programs increased cost per adiusted
patient day ad Qost per admission.

According to aConover ad Slaan 1998 studly, there was no emypirical support that GON
saed any money.  Further, researdhers conduded “ There is no evidence of asurge in acquiisition
of facilities or in costs following removal of GON regulations. .. CON regulations generally
have no detedale effect on diffusion of various hospitalHoased technologies. It is doubtful thet
QON regulations have hed much of an effect on quiality of care, position of negative.” " Bxperts
have surmised that CON may inarease the cost of hedlth care. Administrative costs assodated
with statedevel oversight and litigation expansss inorease to the costs 22 Thiis is conpounded by
the problem that the CON approval process is highly tedhnical in nature.

3 The Federal Trade Commission’s Repeated Denunciation of CON;
31 FTCand DQJ Joint Hearings and Report on Healthcare Competition and CON

in Novermber, 2002, FTC Chaimman, Timothy J. Muris, announced that the FTC would hold joint
hearings with the DQJ on competition in healthcare in 2003.3 On July 23, 2004, following the
condusion of the hearings lasting over six (6) months, the FTC and DQJ (agendes) issued ajoint
reporthuIyZS, 2004, entiled “im proving Health Care: A Dose ofCompetition” In Which the
agendes recommended that States dearease barriers to entry into provider markets. The agendes
enoouraged dates to reconsider whether CON progra's "best serve their citizens * health care

needs"P
Following testimony at numerous hearings from industry representatives and legal, economic,

,u“Does Removing Certification-of-Need and Regulations Lead to a8 Surge in Health Care Spending?** Conover,
Christopher J.. Sloan, Frank A., Journal of Health Politics, Policy and Law, vol. 23, no. 3, June 1998, p. 455

1 Christopher J. Conover, Frank A. Sloan, Does Removing Certificate of Need Regulations Lead to
a Surge in Health Care Spending?, 23 J. HEALTH POL. POL'YY & L. 455 (1998).

BSee Aaron S. King. Medical Market Failure in Maine: 1s the Dirigo Reform Act's Certificate o fNeed a Market
Correction?, 22 Me. BJ. 156 (2007).

” "FTC Chairman Announces Public Hearings on Hculih Care nnd Competition Law and Policy to Begin in February 2003”
Federal Trade Commission, www.lic.gov/ona/2002/11/murishcalihoarc.htm. (Accessed Aug. 5,2004).

14*“Improving Health Care; A Dose of Competition” A Report by the Federal Trade Commission and the Department of Justice,
July 2004, Executive Summary, p. 22.

RobertJames Cimasi, MHA, ASA, CBA, AVA,CM&AA,CMP
©Health Capital Consultants Page 50f 13


http://www.lic.gov/ona/2002/11

Testimony Related to Alaska Senete Bill 245: An Act establishing the Alaska Health Care
Commission and the Alaska Health Care Information Office; relating to healthcare planning
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ad academic exparts on the healthcare industry and heslth policy, the agendes conduded thet
the budens placed on competition by CON prograns “generally outweigh" itS “purported
economic benefits”. The agendes suggested that instead of reducing aosts, there is evidence
that CON programs actually drive up costs by “fostering anticompetitive barriers to entry” . /5

The agendes eqaressed concem that CON prograirs raise healthcare oosts because they apear
to be usd to shield healthcare providers from competition. The agendes eqaressed further
concem that CON prograns tend to prevent entry into the market by enterprises that may be ade
to provide higher quality care, ad the report contended thet CON prograns may delay the
introduction of new technology. In suppart of their condusions, the agandes relied yoon
empirical studies that shoned CON prograns generally falled to control costs ad actually
gopear to result in higher heslthcare costs 16

Suseguent to the FTC' s July 23,2004 report, in aMay 24, 2005 *Prepared Statement o fthe

Federal Trade Commission Before the Subcommittee on Federal Financial Management,
Government Inform ation, and International Security o fthe Committee on Homeland Security
and Governmental Affairs, U.S. Senate on New Entry Into Hospital Com petition,” 1heagenr,y
QH&HTHL " vigorous competition can have important benefits in the hospital arena,justas in
the multitude o fmarkets in the U.S. economy that rely on competition to maximize the welfare o f
consumers. Competitive pressures can lead hospitals to lower costs, improve quality and
compete more efficiently. Competitive pressures also may spur new types o fcompetition. In
hospital markets, some new entrants specialize and prove only a limited portion o fthe in-patient
and out-patient sen’ices thatgeneral hospital tend to provide.” 17 Specnﬁcally, the FTC
testimony enphasized that, “ Overall, testimony at the FTC/DOJ Hearings identified anumber of
benefits that SSHs [single spedialty haspitals] may offer to consumers, with no significant
controversy about the potential for SSHs to provide those benefits. Rather, as disoussed in nore
detail below, debate abbout SSHs generally centered on how they may affect the functioning of
generd hospitals " 18 Ulimately, the FTC testimony related to the efficacy of GON conduded
thet,

"The Commission believes that CON programs generally are notsuccessfulin containing
health care costs, and that they can pose anticom petitive risk. As noted above, CON

5"Improving Health Core; A Dose of Competition" A Report by the Federal Trade Commission and the Department o f Justice,
July 2004, ch. 8, pp. 1-2.

16“Improving Health Care: A Dose of Competition" A Report by the Federal Trade Commissiot and the Department of Justice,
July 2004, ch. 8, p. 4.

T/ Prepared Statement of the Federal Trade Commission Before the Subcommittee on Federal Financial
Management, Government Information, and International Security of the Committee on Homeland Security and
Governmental Affairs, U.S. Senate on New Entry Into Hospital Competition, May 24,2005, p. 3.

" Prepared Statement of the Federal Trade Commission Before the Subcommittee on Federal Financial
Management, Government Information, and International Security of the Committee on Homeland Security and
Governmental Affairs, U.S. Senate on New Entry Into Hospital Competition, May 24,2005, p. 8.
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programs risk entrenching oligopolists and eroding consumer welfare. The aim of
controlling costs is laudable, but there appear to be other, more effective means o f
achieving this goal that do notpose anticom petitive risks. Indeed, competition itse Ifis
often the most effective method o fcontrolling costs. A similar analysis applies to the use
o fCON programs to enhance health care quality and access."19

These Federd findings, by the FTC and DQJ, are only one of the significant pronouncements in
the last several years that support the rational justification to eliminate CON and suppart alevel
playing field for providers in fostering "a dose o ' Market competition in healthcare.

32 Previous FTC Studies of CON

The FTC's unfavorable review of CON &s a failed hesdlth policy planning mechanism is not a
new evert. Beginning in the late 1980s, the FTC issued severd studies on CON and stated that,
“Marketforces generally allocate society's resources far better than decisions o fgovernment
planners."20

33 The FTC's Recommendations That States Repeal CON

The FTC hes consistently recommended that the States renove their CON regulations.  In a 1987
letter to Virginia officials they Stated, "Any potential benefits 0 f CON regidation are likely to be
outweighed by the adverse effects ofsuch regulation on competition in health care markets.
Consequently, CON regulation is likely to harm consumers on balance by increasing the price,

and decreasing the quality, of health services in Virginia. "n The FTC hes issued similar
Sateents before numerous dates considering the reped of CON lans.

4, CON Hes Failed To Lower Healthcare Costs

After nearly thirty (30) years of study, the preponderance of heslthcare economic analysis hes
dearly indicated that CON laws have failed to achieve their Stated ogjectives. In enarticle
reviewing CON laws and their application to modem markets, Patrick J. McGinley, Esq. wrote,
"In searching the scholarlyjournals, one cannotfind a single article that asserts that CON laws
succeed in lowering healthcare costs."2

11 Prepared Statement o f the Federal Trade Commission Before the Subcommittee on Federal Financial
Management, Government Information, and International Security of the Committee on Homeland Security and
Governmental Affairs, U.S. Senate on New Entry Into Hospital Competition, May 24,2005, p. 18.

20 Press Release from the Federal Trade Commission, Aug. 10,1987

21 Press Release from the Federal Trade Commission, Aug. 10, 1987

2 “Beyond Health Core Reform: Reconsidering Certificate of Need Laws In a Munugcd Care Competition System”, McGinley,
PJ,, Florida State University Law Review, 1995.
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Thomas Obermeyer

From: Tom Piper [macquest@mac.com)]
Sent: Friday, February 15, 2008 841 AM
Subject: Missouri CON story

| have attached below the text of alead editorial in today's St Louis Post-Dispatch newspaper.

Tom

Pros and CON

02/15/2008

Long before the movie 'Field of Dreams' and its iconic theme of "if you build it they will come,* Dr. Milton |. Roemer reached
the game conclusion. But ?nstead of basebaﬁfields, he was t%inkinJ about hospltaYbeds.

Dr. Roomer's simple obseryatjon: The more that hospitals expand and the more hogpital beds that are made available, the
more beds that will be filled WItP l%atl(?nts and th%m?&e moneg that will be spent on Nealth care. In other words, supply — not
price or need — drives much of the demand for health care.

The idea stands FSradition,al market economics on its head. Yet it's so widely accepted by health care economists that it's
known today as Roomer's law,

It explajns why many states require hospitals that want to build expensive new facilities to get an approval called a Certificate
of Nged, or CON. M¥ssoun IS 0%6 of thoge states. But a group o?l gislators with a shaky g?asp of%%%lth care economics

wants to change that

House Bill il806 would eliminate the CON process for hospitals and free-standing surgical centers. It was voted out of
committee last week.

HB 1806 is being pitched as a way to increase competition and, decrease costs, but it wouid have the exact opposite effect,
That's counter-In uglve, esgefcmuy to,Pw)lg who aren't professionals in health care economics. But it's been demonstrated
time and again, and not just for hospital beds.

Wiscogs,in and Ohiq both did awe1eywitht(§1%irCON reqtuirements. But the promised savings failed to materialize. What came
Instead Is exactly what Dr. Roemeér would have predicted.

— 26 new hospitals were built when Ohio's CON law was repealed.
— 82 new multi-million dollar MRI and CT scan centers were opened.

— The number of open heat sur,%eries erformed in the stateéum;%edb 38 percent. Many were judgment calls, done at the
discretion of doctors wno otherwise would opt for @ more conservative a%pro ch than surg%ry.

When Pennsylvania's CON law was repealed, the number of MRI machines jumped from 78 to 167, and capacity at cardiac
catheterization labs jumped by 90 percent.

Al thﬁt new equitpment and ex rti?%has to be [r)aid for fomeho,vv. A 2001 study bYJ Chrysler, Ford and General Motors shows
thes ect. Thﬁsudy examine Ee th costs.over several years in e\m states, ncluding”Missouri. It found that costs were 11
to 39 percent lower in states with CON requirements than'in those without It

Ina landmark study, Dartmouth Universit){ researchers found that Medicare pays twice as much 'per patient in Miami as it
dges In Mlnneaﬁolls. The difference Iargeg IS gecdause Florida Jaatlelnts are more likely to be referred to medical specialists,
where they often are given expensive t&sts and admitted to hospitals.
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But the pedants in Miami don live longer or have a hetter qualty. of Me than those in Minneapolis. A mare recent Dartmouth
study ?oﬁndﬁfﬁat patle?WS In CItIeSWlhal% I!;ealpw spenaing w %%heswaciuany (ﬁe SOOﬂEfﬁ] nltlﬁose ere ﬁW&S %vver.
National heﬁl_th spendinag grew by 55 percent between 2000 and 2006, from $1.3 trillion to $2.1 trillion, That trickles down in

the form %m%&p&mg %qooe.dlcqld and blg%gerl V(/etrnlumsforstate empl?yees' hnsurance. Its understandable that

Missouri Ing Tor @ way 10 slow that staggering rate of growth,

But ,repeallné] CON reﬁuwements_qn hospitals and surgical centers would be like trying to douse a fire with gasoline. The St.

Louis Area Business Health Coalition, made up of big Companies that provide insurarice to their workers, téstified against HB

%806. Iaft weelk Th? coalition analézes health costs and hospital performance in the region. It often publishes information that
ospitals would prefer go unnoticed.

Lawmakers on the House Special Committee on Healthcare Transformation, which approved the CON repeal, obviously didn't
nfg%revrvgﬁtctege professionals had to say. Legislative leaders should sidetrack this ill-considered bill or wellall end up paying
spacer’
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Senate BUI - 245 Date: J-00j’

Senator Bettve Davis
Fax: 907-465-3756

RE: Elimination ofthe Certificate of Need (CON)

Yes. |l support Governor Palin’s initiative to elim inate the

Certificated ofNeed (CO N ) in Alaska.

As a concerned citizen ofAlaska | have the right to the best

health care 1 can receive.

Il have the rightto know my treatm entoptions, including

alternative treatm ent and to obtain a second opinion.

Il have the rightto know the quality and costofmy doctor,

hospital, medical devices, drugs or procedures before I make

the decision for treatm ent.

Il have the rightto be partofthe lowest-cost, highest quality

care | can receive.

1 feell have lost these rights due to the restriction o ftrade the

Certificate of Need as im posed on the health care in Alaska.

Il am asking for your supportto eliminate the Certificate of
Need (CO N ) in our state ofAlaska.

Thank you for your support.

LKSav 4 K

Telephone: /e - Sl 2.<;«//



Senate Bill - 245 Date:
Senator Bettve Davis
Fax: 907-465-3756

RE: Elimination ofthe Certificate ofNeed (CON)

Yes. |l supportGovernor Palin’s initiative to elim inate the

Certificated ofNeed (CO N ) in Alaska.

As aconcerned citizen ofAlaska | have the right to the best

health care | can receive.

Il have the rightto know my treatm entoptions, including

alternative treatm entand to obtain a second opinion.

Il have the rightto know the quality and costofmy doctor,
hospital, m edical devices, drugs or procedures before I make

the decision for treatm ent.

1 have the right to be partofthe lowest-cost, highestqguality

care |l can receive.

| feel |l have lost these rights due to the restriction oftrade the

Certificate ofNeed as imposed on the health care in Alaska.

Il am asking for your supportto eliminate the Certificate of
Need (CO N ) in our state ofAlaska.

Thank you for your support.

PrintNameiO V p p 7
Signature: 1

Ali

Address: n b.2" g -T
Telephone: Cy<r 7 3



/ SARAH FAUN, *©OMNMNTt

P.0. BOX 110001
DEPT. OF HEALTH AND SOCIAL SERVICES PHONE. (607 054030 "
OFFICE OF THE COMMISSIONER 'I FAX:  (907) 405-3000
February 13,2008
Honorable Bettye Dawvis, Chair
Serete HES Committee
Sate Capitol, Room 30
Juneay, AK 99801-1182
Dear Serator Dawis:

Referring to Senate BUI 245, Version K, the department responses to questions received
conceming the definition of health care facility, which indudes onp.3, lines 6-8, Sec. 2,
(8)(A)(in), “afacility that is in acommunity in which ahaspital is designated by the department
asacritical aooesshospital,” are provided below:

1) clarification and a list o fwhich health carefacilities in Alaska are designated bv the
departmentas “critical access hospitals: "

Ciritical Access Hospitals in Alaska: (Medicare certified)

Cordova Community Medical Center

Kanakanak Generd (Dillingham)

Ketchikan Generd

Maniilag Health Center (Kotzebue)

Norton Sound Regional Hospital (Nome)
Medical Center

Providence Kodiak Island Medical Center

Providence Sanard Medical & Care Center

Providence Valdez Medical Center

Samud Smmonds Memorial (Barrow)

Sitka Community

South Peninsula (Homer) *

Wrangell Medical Center

+Applying to be designated asa CAH

Critical Access Hospitals are small, rural hospitals that are financially dnallenged given the
limited population size they serve. These are hospitals that are located in a.county (borough)
considered rural, is located more than a 35 mile drive from anather facility or is anecessary
provider of health care senvices to residents in the areg, and hes no more than 25 in patient beds

2) how long they are designated as ucritical access hospitals; ” - because CON protection
expires with repealperpage 12, Sec. 13, July 1,2010;



Page Two

Designation as a“ critical aooess hospital” is ongoing, unless the hospital requests ancther type of
designation as ahospital from CMS (Centers for Medicare and Medicaid Senvices), or they no
longer meet the criteria for designation as a“ critical aooess haspital” , such as having over 25
beds.

3) whether the definition o f “critical access hospital” on page 3, lines 21-24, Sec. 3, (11)
is what the state uses underfederal definitions - because Jean Mischel, in a cursory
look at over 100pages o ffederal statutes and regulations cited in the bill, found that
the section seemed only to apply to rural areas; yet, she noted, for many purposes, all
ofAlaska is considered ‘rural™ underfederal law;

That definition is correct.

The definition in federal regulation for Medicare indicates that “ rural arees’ refer to places
outside of Metropolitan Statistical Areas and “ large urben areas" which are defined as having
nmore than 1,000,000 people. Thus all of our designated “ critical aooess hospitals” are in rural
aess

4) Based on state designation of “critical access hospitals,"” are Providence, Fairbanks
Memorial, and Bartlett hospitals considered “critical access hospitals?

Providence, Fairbanks and Bartlett hospitals arc not “critical aooess hospitals* as noted in the
first question and resoonse aoove. Each of these haspitals hes over 25 beds and therefore do not
meet the criteria for being designated as"'critical aooess hospitals.” In addition, Providence
hospital is located within 35 miles of anather haspital which would also disqualify them for
designation. However, Providence hes facilities in locations outside of Anchorage that are
"'critical aooess hospitals.”

Sincerely,

Sherry HIK
Assistant Commissioner for Public Affairs

o Senator Jan Condery, Capitol Building, Room 101
Serator Kim Elton, Capitol Building, Room 506
Serator Joe Thomes, Capitol Building, Room 510
Serator Hred Dyson, Capitol Building, Room 121
Karleen Jadson, Commissioner
Jay Butler, Chief Medical Officer
Wilda Laughlin, Spedal Assistant
Russdll Kelly, Governor’ s Office, Legislative Director
Mindy Rowland, Govermor’ s Office, Deputy Legislative Director
Anmna Kim, Speda Assistant
Stade Kralie, Chief Assistart Attomey Generd
Deborah Behr, Chief Assistant Attomey Generdl



Don Burrell

From: Deborah Sward [deborah.8ward@nc8l.org]

Sent; Tuesday, February 12, 2008 8:54 AM

To: Don Burrell

Subject: NCSL Emerging Health Leaders Conference Call for Legislative Staff

Dear Mr. Burrell:

You have been selected as a knowledgeable legislative staffer with previous interaction
with NCSL's Emerging Health Leaders Project (also known as CHAP or Critical Health Areas
Pro||ect_%<. As we begin the third year of the CHAP project, we are seeking your help. W
Woutd II| e your ideas on how to involve legislative staff in this projectin a more
central way.

Over the past two years, C(HAP has provided training, research suPport and technical
assistance to legislators who are !kelty to be future state health policy leaders and have
been appointed by their state's Ieﬁlsla ive leadership. (HAP focuses on four health
issues: chronic care and quality, healthcare access, addiction prevention and treatment,
and the health care workforce. =~ Currently, staff designated by ? |legislators receive
listserv notices and publications and, at times, attend meetings with or instead of their
states' CHAP members. As we plan CHAP activities for the ¥ear, we would like to consider
rew strategies to better meet the needs of legislative staif working on state health

policy.

Weé invite you to participate in a conference call to share your thoughts on strengthening
the project's involvement with legislative staff. Please lét us know whether you can
participate and indicate which of "the three times listed below (tor others) works best for
you for a phone conversation. Please return the form at the bottom of this page by fax or
email to Deborah Sward at (202)737-1069 or deborah.sward@ncsl.org. Prior to the call, we
will send you discussion questions and dial-in instructions.

Thank you for considering this request. W look forward to talking with you. For more
information on CHAP, please contact Tara Lubin at (202)6.M3558 or at tara.lubin@ncsl.org.

Regards,

Deborah Sward

On behalf of )

Donna Folkemer, Group Director _ _ _

Forum for State Health Policy Leadership, National Conference of State Legislatures RSW
Information - GHAP Staff Conference Call Please fax or email to Deborah Sward at
(202)737-1069 or deborah.sward@ncsl.org

Neme Q .g h Xr
State AIchKTr lNtle 7
) fade.
Email Address afon- kxurre. |Ifftitutt s —______Phone

would like to participate in the CHAP staff conference call.
Availability (please check all that apply):
Friday, February 29, 2008; 3:00-4:00 p.m. ___ Other:

Monday, March 3, 2008; 3:00-4:00 p.m.
M Tuesday, March 4, 2008; 3:00-4:00 p.m.
) Wednesday, March 5, 2008; 3:00-4:00 p.m.
I will not be participating.

Please list any previous or current involvement with CHAP if applicable (e.g. receiving
aP 37 - st-t* * M
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Alaska Stata
Lagislatura

Stata Capital
Junaau, AK 99801
907 405*3822 offica

907 465-3750 fax
From the Office o fSenator Bettye Davis

To: | egal Services Fax: 465-2029; phone: 465-2450

From: Thomes S. Ohemieyer Date: 2-19/2008

Re: Request Tor typed amendments Pages: 12 pages including cover
dratted to revise CSSB 245( ),
Work Draft 25-GS2050\L
(dated 2/11/08) see attached

CC:

X Uraent For Review O Please Comment Please Reolv O Please
Recycle

Please rush typed amendments, if possible, before IIESS meeting Wednesday.
2/20/08 al 1:30 p.m.

To Whom It May Concern:

Senator Davis asks il vou could type and tax or hand-dcliver amendments Tor the changes
marked up on the attached copy ol'work draft 25-GS2050 I. by the time oTthe meeting
Wednesday. February 20. 2008 a 1:30 p.m Senator Dav is prefers to discuss these
changes u ith the 1 1liSS Committee in a form easier toread il possible. She does nat

want aCS at this time.

Please call me in the morning if you are unable t* draft amendments by time ot hearing.

| hank you lor your consideration.
t . N

| oin dbcrmcever



£ BEIOAL

TRANSACTION REPORT
FEB-19-2008 TUE 06:40 PH
FOR: Senator Bettire Davis 9074653756
« SEND
. DATE START RECEIVER TX TIHE  PAGES TYPE NOTE H# DP
S FEB-19 06:39 PH 94652029 1"28* 12 FAX TX 0K 975
TOTAL : 1H 28S PAGES: 12
Ala*ka State
stata Capital
Juaaaa, AN— Ol
N7 MMU2 Ifflu
tOT 445-37M fax
Frcm tk4 O ffict » fS tn a fr Jteery*D * vii
To:  Legal Service* Fa 43209 paat 452430
From: Thomas S. Obcrmeyer Date 2 10 2008

Ra:  Request for typed amendments Page*: _ 12._ pages including cover
drifted to revise CSSB 245( >
Work Unit 25-GS20S0\L
(dated 2'11/08) -see atucbod

CC:

X Promt ForReview O Pteaao Comment Pteaao Reply
Recycle

rkMi X«f> ntttf epirnd— tfclf WUitda. befert HISS taaeltee VVVdneirt.v,

129 IHIU=30 PR.
To Whom It May Concern

Senator Dam asks if you could typ- and fax or hand-deliver amendments for the change*

marked up on the attached copy of *o k draft JS-C.S20501 by the time of the meeting

Wodnesday, February 20 2003 at 1..pm Senator Davis prefers to discuss thete

changes with the HFSS Committee in a form easier to read if possible  She dees not
thittime

Please -all rrc in the morning if you are unable rr draft jmctidmer.tt by tunc ol hearing

Thank yoc for your corsiJanfun

IVA
Tom Oherneyer
4ft* Vb2
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( SIOR SENA 11: Hill. NO. 245( )

IN nil TTIHISLA 11 UI-OF nil STAIT & Al ASKA
W NrV-MI- I T 1 tilSL.ATI'Ki: -SIT ONI) SESSION
1t
Offind:
Ki'fn rid:

Sponsors): SENATE KITES COM.MII IEE B\ KEQI."EST OF I NK OOVKKNOK

A BILL
FOR AN ACT ENTITLED

'An Act establishing the Alaska Health Care Commission and the Alaska health care

fitl*
information office; relating to health care planning and information; amending the
certificate of need requirements to exclude expenditures for diagnostic imaging C.v*rl
equipment in certain circumstances; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OKTHE STATE OF ALASKA:
* Section 1. AS 1S.05.010(b) is amended to read:
(b) In performing its duties under tins chapter. AS 18.09. and AS IS 15355 -

IS. 15.305. the department may
1) flexiblyuse the broad range of powers set out in this title assigned

to the department to protect and promote the public health;
(21 providepublic health information programs or messages to the
public that pronmote health) behaviors or lifestvios or educate individuals abouthealth

ISSues.
131 promote efforts among public and private sector partners to

-I- ( SSB 245| )



develop .mil linniicc piogi.ims o1 initiatives thit idciiltlv and .imclioi.itv health

piohicnis.
() establish. finance. provide, or endorse peitdiin.mee management e

standards lor the public health systent
(5) develop, adopt, and implement
(A) a statewide health plan under AS 1 based on

recommendations of the Alaska Health Care Commission established in
AS 18.09.010; and
(B) public health plans and formal policies through regulations
adopted under AS 44.62 or collaborative recommendations that guide or
support individual and community public health efforts;
(6) establish formal or informal relationships with public or private

sector partners within the public health system;
(7) identify, assess, prevent, and ameliorate conditions of public health

importance through surveillance; epidemiological trucking, program evaluation, and
monitoring; testing and screening prograns; treatment, administrative inspections; or

other techniques;
(8) promote the availability and accessibility of quality health care

services through health care facilities or providers;

(9) promote availability of and access to preventive and primary health
care when not otherwise available through the private sector, including acute and
episodic care, prenatal and postpartum care, child health, family planning, school
health, chronic disease prevention, child and adult immunization, testing and screening
services, dental health, nutrition, and health education and promotion services;

(10) systematically and regularly review the public health system and

recommend modifications in its structure or other features to improve public health

outcomes; and
(11) collaborate with public and private sector partners, including

municipalities. Alaska Native organizations, health care providers, and health insurers,
within the public health svstem to achieve the mission of public health,
*See. 2. AS INir o' 1(a) is amended to read

SSit 245 |



i,i) 1'N_vpt .i" pnoidcd m(c). (d), ;unl (f) |(c) AM) (d)j of litis section, a
[visnii mav in'l in.ike a1 e\per,ililuie ol S1.0NL1Kill or more loi .my of llie follow mil
unless .mthori/eil miller the terms at ,i certificate ol need issued In the dcpnitment
(1) construction ol a he.lth cure facilih;
(2) .dictation ol the heil capacity id’;i heilth e.ue facilils; or
(5) addition of.i category of health services provideil In a health eue
facility.
*See. 3. AS IS 07 031(e) is ancmicd toread
e In
Ol (&) of this section, "expenditure™ includes the purchase of property
occupied by or the equipment required for the health care facility and the net present
value of a lease for space occupied by or the equipment required for the health care
facility; "expenditure” does not include costs associated with routine maintenance and
replacement of equipment at an existing health care facility™
(2) (0 of this section, "critical access hospital™ refers to a facility
designated as a critical access hospital by the department hv regulatory authority
exercised under AS 18.05 or AS 18.20.
* Sec. 4. AS 18.07.031is amended by adding a new subsection to readt
(0 Notwithstanding the limitations in (a) of this section, a person may make
an expenditure of $1,000,000 or more for diagnostic imaging equipment without
authorization under the terns of a certificate of need issued by the department if the
equipment is used in a health care facility that
(D is located ina
(A) borough with a population of 60.000 or more; and
@3 a city that does not have a facility designated b\ the
department as acritical access hospital; and
(2) has @ least a 50 percent ownership bv one or more physicians
licensed in the state who are qualified to interpret, and actually interpret, diagnostic
images produced by the equipment in the facility.
*See. 5. AS IS is amended by adding a new chapter to read:
Chapter (*). Statewide Health Care Planning and Information.

CSSBM5I |
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Article 1. Masha Health ( are Commission; Stale Health Plan.

See. ISOV.OW. Masha Health ( are Commission. |lie Alaska IIciltli ( .sic
Commission > established in the Dcp.itment of Health and Social Services |lie
purposes ol the commission arc

(1) to pmwvule rccomincnd.ilioiis lor and foster the development of a
statewide plan to adiliess llie ijti.ilily. acccssihihty. and availability of health e.ue for

all eiti/ens of the»stalc. and

(j) to review and approve facility health care information lor
placement oil the department’s Internet database established under AS 1S.00. | lu

See. IKOV.02lh Composition; chair, (a) The commission consists of 13

members as follows:
fI> the state officer assigned the duties of medical director for the

department;*
(n one member representing the Prpnrimmt-oT Adminifrtratirm

appointed by the * mmiymmur~udministratten;
(4)-——-one imqiihtjT r.-pn-st-nLm”- »u  OnpartWMAK-of- Comimerce,
Goinmunttyr and—Hcenomio Development, - appointed - by the commissioner of

~mcommunity. and txonowHe development:----

(4)--one member representing the Department uf habui tmd Workforce \.
Development, uppointen try the commissioners

Z*\7) *s«-public members, appointed by the governor; one of the
members app™tyd uy  jhl M[*22Nheaj>nvij™husincstae

(o one member from the house of representatives, appointed IIn the
speaker of the lumse;

& WA member from the senate, appainted by the presided/ of the
senate; and p/u /wf

) EERIRSING o triceof e Soveror: /-

tb» | he Jforntiimnt's representative appointeiKinder (a)( | ) of this sei/tion shall

serve as ch.ur Of the commiSS|Jon
See. IKtV.H30. Term of office, (a) Public members of the c/mmission

Fil€
appointed under \S Is no <i3<i(.il(M serve for staggered temis of Unoo year]

Ly i, fiAif*

S.Mt 245( |
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tb) It 1 vacancv occuis in 1 public member's .sed mi the commission, ilic
ir»\ciiii*r shall make an appointment Im the uncvpiictl portion of thet incmbei's term
tel 1lie governor max remove a public mcmhci of the commission liom oltice

mil\ Im cause.

See. IS.09.IMH. K\eculive director. Jlie commission shall cnplov an
iKfi'tI» */J°n

e\ecuti\e direct05 ly\,ho mes not he a member of the commission, me executive

director seises a the pleasure of the commission flic commission shall establish the

duties of the executive director. lhe executive director is in the partialis exempt

serxicc under AS .19.25 (State Personnel Act).

See. 1809.050. Staff. The department may assign employees of the
department to serse as staff to the commission. The commission shall prescribe the
duties of the commission staff.

Sec. 18.09.060. Bylaws. The commission, on approval of a majority of its
membership and consistent with state law, shall adopt and amend bylaws governing
proceedings and other activities, including provisions concerning a quorum to transact
commission business and other aspects of procedure; frequency and location of
meetings; and establishment, functions, and membership of committees.

See. 18.09.070. Duties of the commission, (a) Ihe commission shall serve as
the state health planning and coordinating body. Consistent with state and federal law,
the commission shall provide recommendations for and foster the development of a
statewide health plan containing the following:

(1) acomprehensive statewide health care policy;,
(2) astrategy for
(A) encouraging personal responsibility in prevention and
healths living for all residenr'ﬁsoortl_i%s(tralﬁ/ HUTH i
(B) reducing health care*costs for all residents of the state to
bchuv dm national average;- B Vol al
I(") -Whburme Ncce>s in communities to sate water ad

wastewater svstenms,

(1)) developing a sustainable health care workforce in the state.
/72> n\Q

il access to quality health care tor all residents ot the

S, (SS» 245( 1
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Mute .mil
-rn- U<
ti | increasing the number til icsidcnls ol the -Uitc who aie ¢ 1

covered I\ iiisui.mcc li«e he.ilth e.ue lervices.

|h]  IThe commission shill reviewanti uptime heilth eue information I'm
placement mi thellep.iitment's database developed untler AS IXdO | |[n .uni C'tihlish t
schedule Im implementation of the database and reporting ici|uiicnunt-> untler
AS IS ()» 120

(et lhe commission shall submit to the governor and the legislature by
January 15 of c,eh year an annual report regarding the ctnmnission's
reeonimeinlalions and activities.

See. 18.09.080. Compensation, per diem, and expenses. A public member
appointed to the commission untler AS 18.09.020(a)(5) is not entitled to a salary, but
is entitled to per diem, reimbursement for travel, and other expenses authorized by law
for boards and commissions under AS 39.20.180.

Article 2. Alaska Health Care Information Office.

Sec. 18.09.100. Office. The Alaska health care information office is
established in the department. The purpose of the office is to improve access by
residents of the state to consistently updated A, (e

(1) information about health earc fooihftesAto aid consumers rf hvalth
<aroMrvioes-of-hoaUh tfaw-faetbttCT m-thestate; and />

(2) infonnation to encourage personal responsibility in prevention and .
healthy living.

Sec. 18.09.110. Dissemination of information, (a) The department shall
establish and maintain an infonnation database on the Intermet of infonnation aboud;
health care facilities in the stsatter it\s)epr:ovvide objective, unbiased, and faetualK based
infonnation on health care gacilitiesyin the state. The department ne> require those
health care facilities to provide infonnation in a standard formor format to the
department lor placement m the database. Before informationis placed on the
database, the commission dull review the information for accuracv w

(hi  flic database developed under (a) of this section \t include the

°rv

d* |*f~k'
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() i list of pdelicti drugs ;ippiii\ctl by the depaitmciil K#
icimhmNcmeni In ihe depuiimeni:
| 11| Complete list. iMIMUI/CII I'V IVCIOII mill .idllICSS. it)
I.\) hcaltlUacihlics located m the stale.
(10 licensctl phannaei'ts .uul |'liiiin.uics located in the sl.ilc:
(( ) emcrpeney .mil incent e.ue facilities located in tlie state:
(1)) health insuranee emiip.inies offering coveragc in the state.
(1 ) hedlth eare pmvidcrs lieenscil in the state, including »iie
provider license number. tvpc. and expiration dale along with disciplmarv

actions, if any.
(') long-tenn, in-home, and hospice care providers hicated in

the state:

(G) public assistance offices of the department, vX T
e

("™(3) alist of the 100 most commonly prescribed medications in the state

and the source and price, updated monthly, of the medications; ~ ? fhfA rtf I* U

a list of the 100 most commonly conducted medical procedures in'
the state, organized by the cash and negotiated price of the procedure at available
providers and insurers, updated annually; the list must include medical procedures

covered by workers' compensation under A.\>Sn§_3ﬂ.30; ie| C /
available hospital ratingps:, including the rates of hospital acquired

infections and mortality occurring at each hospital located in the state;
iitrj consumer education infonnation on topics thet include body mass
index, diet and nutrition, exercise, smoking cessation, and alcohol and drug addictions,

thet includes the location of available sites that provide care and treatment related to

those issues.
| +f

a list of procedures approved by state agencies for emergent’)

response and treatment.
Ioﬁ disease management support information.
<0*F)) insurance information that includes
(Al a navigator to determine msiitaiice ehgibinty usme a

matrix ol'available insurers;

(SM1 245( )
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(Mi ImkNio Internet website* kex purchasing insurance policies.
(") in explanation ot mmdaloiv and opliomil iiiMi.tncc

covcrag”™
1 list ol prim.in e.ue climes ihit eater to uninsured and sclf-p.n
patients; and (,0} 4 f. ih fi.i’Att-*1*} 'ten,-
() uiloiinalimi on the qualitv ol heilth eue facilities, including atv

tenons i.iken by sl.ilc or federal agencies iclateil to
(A) licensure and accreditation of 1 health care facility: or

(M alicensed professional practicing in a health care facihlv

(e) The department may contract with a private entity to provide services ad
infonnation required under (a) of this section.

(d) The department shall develop and consistently update an Internet website
to provide residents of the state timely and accurate infonnation regarding prevention
and healthy living.

(e) The department shall post and make available infonnation related to the
commission, including the commission’s annual reports under AS 1S.09.070(e).

Sec. 18.09.120. Mandatory reporting, (a) A health care facility shall provide
to the department, based on a schedule set by the commission under AS 18.09.070(b),

the following infonnation related to the facility's health care services for placement in

the database developed under AS 18.09.110.
(1) uifonnatioaon.co”™s to tjioconsunier for health care senvicestc>A«C=>

(2) types of insurance and payment accepted by the healtn care facility

for health care services,
(3) each location where the health care facility operates, and the hours

of operation;
(4) the typos and scope of health care services offered at the health

care facility;
(5) the Internet addicss of aw Internet website of the health care

facilitv the purpose of which i* to provide factual infonnation to aid the consumer;
(& any other readily accessible information that the department
determine* would help the consumer to make informed decisions about the health care
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(lo 1he department shall develop .i standard lonn or tonn.it foi repotti.g the
t inloim.itioii icipmcil m 10 ol this section. flic department 'li.ill adopt regulations
4 >pccil\mu the limine and ficiliicnc\ ol die lepoilme ol the 11mon1i1ion lapmed In 1.1)
of this section

(e) Hie department shall notit\ the health e.ue laciliU of a failure to rcpotl

under (a) of this section and give the health caie facility an opportunity to contest or

S cure the failure If the health care facility docs not promptly cure the failure, the
department shall post the notice of failure on the database developed under

10 AS 18.06.110.

11 Sec. 18.09.130. Coordination of departments. Ihe Department of
12 Administration, the Department of Commerce, Community, and Economic
13 Development, the Department of labor and Workforce Development, and the
14 Department of Law shall

15 (1) provide to the commission for placement on the databese
16 developed under AS 18.09.110 infonnation regarding an adverse action taken against
17 a health care facility in the state or against a licensed professional practicing in a
18 health care facility in the state; and

19 (2) cooperate with the commission in the pcrfonnanee of its duties.

20 Article 3. General Provisions.

21 Sec. 18.09.900. Regulations. I'ne department may adopt regulations under
22 AS 44.62 (Administrative Procedure Act) to carry out the purposes of this chapter.

23 Sec. 18.09.990. Definitions. In this chapter,

24 (H  "commission” means the Alaska Health Care Commission
25 established in AS 1S5.09.010;

26 2 "costs to the consumer” means actual price paid In the consumer
27 tor health care services;

2S (3) "department” means the Department of Health and Social Sciaicc'.
21> (4) "health care facility” means

30 (A) afacility licensed under AS 4" 32. !

il (M m independent diagnostic testing facility pioMimg

(SSB 245
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scrvices in the suic:

((") . piovidci d 1 home and community h.isc) umvci scimcc
that is Lcitilicil umlcr icgulations adopted In the department.

(D) 1 provider of personal care services thet i* certified under
regulations adopted In the deparlnient.

*See. (X AS "»25 12ti(eK | is amended to reail
(7) the principal executive oflieer ot the following hoards, eouneils. or
commissions:

(A) Alaska Public Broadcasting Commission:

(B) Professional leaching Practices Commission;

(C) Parole Board;

(D) Board of Nursing;

(I') Real Instate Commission;

(G) Alaska State Council on the Arts;
(H) Alaska Police Standards Council;
() Alaska Commission on Aging;
(J) Alaska Mental Health Board;
(K) State Medical Board,
(L) Governor's Council on Disabilities and Special Hducation;
(M) Advisory Board on Alcoholism and Drug Abuse;
(N) Statewide Suicide Prevention Council;
(O) the State Board of Registration for Architect. Engineers,
and Land Surv eyors,
(P) Alaska Health Care Commission;
* Sec. 7. The uncodiftcd law of the State of Alaska is amended by adding a new section to
read: :
APPI ICABII 11"V Sections 2 - 4id this Act apply to health care facilities n”~cxistence,
or proposed on or after the effective date of this Act. A decision of the Department ol licalt”y/
and Social Services made before the effective date of this Act denying or granting a certificate
ot need that was applied for or issued for a he.lth care facility dc>cribed in AS IS u~n.Mtfl.

(SM1 245( ) -to.
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added In noc. J ¥ iliin Act. diall be \oid and uiinecess.n> \ pending application K+ a
certificate i%iiml| fol a health eue Luilt> ileselihcd tit AS Is u ii'l(l). added In s> | ul

this Ul. shall he icturncd to the applicant.
* See. 8 lIhe uncodificd law ol the State ol Alaska is ameiuleil In adding a new section to

readk:

IKWSIII()\ KI'Ail 'LA 1K)\S. 1he Depaitmenl ol 1leallh ami Social Sci\ lees mav
proceed to adopt regulations necessary to implement the changes made In tins Act. llie
regulations take effect under AS 44.02 (Administrate Procedure Act). Init not before the
effective date of the statutory change.

* Sec. 9. Section X of this Act takes effect immediately under AS 01.10.070(e).
* Sec. 10. Except as provided in sec. 9 of this Act. this Act takes effect July |, 2008.
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P.O. BOX 110901

DEPT. OF HEALTH AND SOCIAL SERVICES PONE (007 2662000 "
OFHFICE OF THE COMMISSIONER FAX  (907) 465-3068

February 28, 2008

Honorable Bettye Davis, Chair
Senate HES Committee
State Capitol, Room 30
Juneau, AK99801-H82

Senator Davis:

Referring to Senate Bill 245, Version L and Amendments dated 2/20/08, the department
provides the following responses to questions received during the hearing of February 20, 2008.

RE: composition ofthe Health Care Commission

DHSS comment on the Amendment to change the membership ofthe Commission to:
2 members representing the Governor and appointed by the Governor

3 public members

3 health care providers representing hospitals, physicians, and mental health

2 members from the House of Representatives

2 members from the Senate

I member AK Tribal Health Care System

1 member representing Health Care Insurance

Page 4, line 12, delete (1): The Department feels that the department needs to be represented on
the Commission, and the Chief Medical Officer should be that person OR a DHSS representative
to be designated by the Commissioner of Health and Social Services. An amendment is attached
which proposes the following composition of the Commission,
with 9 voting members, one of which will serve as chair appointed bv the Governor:
2 state agency representatives, of state agencies providing, paying for or monitoring health care
services or addressing employment issues in the state (appointed by the Governor)
1 member from the House of Representatives appointed by the speaker of the house
1 member from the Senate appointed by the president of the senate
5 public members (appointed by the Governor):
1 hospital representative
1licensed physician
1 health care consumer
1 small business owner in AK
And 4 non-voting members:
1 DHSS commissioner or commissioner’s designee
1 Mental Health Trust Authority representative (appointed by the Governor)
1 Alaska State Medical Association member (appointed by the Governor)



Page 7, Une 14 (Amendment): eliminates collection ofinformation regardingprescription

drug costs.
The Department objects to this change. Consumers should be able to compare Prescription drug

costs of the most common prescription drugs.

Page 6, line 30 (Amendment) Replaces “must” with “may”
| The Department prefers retaining “must,” as it needs to be clear that the information and data

T7~collected from health care providers is all posted on the web site.

Questions regarding Certificate ofNeed:

Does the Department/Administration have a comment on Sections 2, 3 and 4 ofthe SB24S,
version L, which changes Governor'sproposal regarding the Certificate ofNeedprogram?
Governor Palin continues to support repeal of the Certificate of Need program, with some
exceptions. The exceptions to a complete repeal of CON that are acceptable to Governor Palin
includes a two year delayed repeal of Certificate of Need for Nursing Homes, Residential
Psychiatric Treatment Centers, and Communities with Critical Access Hospitals.

An amendment to SB24S, Version, which accomplishes this intent, is attached.

 in addition, the Department respectfully requests consideration of the following amendments to
SB245, Version L, attached.
» Page 7, Sec. 18.09.110 paragraph (4) (Page 7, lines 16-19): modify information collected
from health care providers
e Sec. 18.09.990 (page 9): need to add a definition of pharmacies and other providers.

Also, to ensure that the appropriate facility definitions are included in this legislation, the
attached amendment defines the various health care facilities, and it also exempts Tribal Health
entities owned or operated by the federal government, Indian Tribe or tribal organization from
any Certificate of Need requirements.

Version L of SB245, Sections 2-4, resolves some, but NOT all, of the pending litigation. To
eliminate all pending litigation, the following would need to be changed u HB345:
I * include Ambulatory Surgery Centers to be exempt for CON in communities larger than
I populations o 60,000
j  define Physician offices in statute

Sincerely,

Sherry Hifl
Assistant Commissioner for Public Affairs

cc: Senator John Cowdery, Capitol Building, Rom 101
Senator Kim Elton, Capitol Building, Room 506
Senator Joe Thomas, Capitol Building, Room 510



Senator Fred Dyson, Capitol Building, Room 121

Karleen Jackson, Commissioner

Jay Butler, Chief Medical Officer

Wilda Laughlin, Special Assistant

Russell Kelly, Governor’s Office, Legislative Director

Mindy Rowland, Governor’s Office, Deputy Legislative Director
Anna Kim, Special Assistant

Stacie Kralie, Chief Assistant Attorney General

Deborah Behr, Chief Assistant Attorney General
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AMENDMENT

OFFERED IN THE SENATE HEALTH, EDUCATION BY
AND SOCIAL SERVICES COMMITTEE
TO: CSSB 245 (25-GS2050\L)

Page 1, line 4, following **circumstances;"":

Insert "'repealing the certificate of need program for certain health care facilities and

relating to the repeal;"

Page 3, line 1- 7
Delete all material and insert:

(@) Except as provided in (c). (d). and (0 [(c) AND (d)] of this section, a person
may not make an expenditure of $1,000,000 or more for any of the following unless
authorized under the terms of a certificate of need issued by the department:

(1) except as provided in (4) and (5) of this subsection, construction of
a health care facility in a community with a critical access hospital:

(2) except as provided ip (4) apd (5) of this subsection, alteration of the
bed capacity of a health care facility in a community with a critical access hospital:
[OR]

(3) except as provided in (4) and (5) of this subsection, addition of a
category of health services provided by a health care facility in a community with a
critical access hospital;

(4) construction of. alteration of the bed capacity of. or addition of a
category of health services provided bv a nursing home; or

(5) construction of. alteration of the bed capacity of. or addition of a

category of health services provided by a residential psychiatric treatment center."

-



© 0w N o U R WN

=S

13
14
15
16
17
18
19
20

22
23
24
25
26
27
28
29
30
31

Page 3, lines 8-17:
Delete all material.

Renumber the following bill sections accordingly.

Page 3, following line 29:
Insert new bill sections to read:
"* Sec. 4. AS 18.07.111(8) is repealed and reenacted to read:
(8) "health care facility
(A) means, if located or providing services in this state,
(i) an acute care hospital,;
(if) an ambulatory surgical center;
(i) acritical access hospital;
(iv) an independent diagnostic testing facility;
(v) an intermediate care facility;
(vi) akidney dialysis center;
(vii) anursing home;
(viil) a psychiatric hospital,;
(ix) a residential psychiatric treatment center;
(B) includes a facility owned or operated by a private person, the
state, or a local government of the state,
(C) excludes a facility that is
(i) exempt from state licensure or certification under
applicable law and owned or operated by the United States, an Indian
tribe, or a tribal organization;
(i) an office of private physicians or dentists whether in
individual or group practice;
* Sec. 5. AS 1807.111 is amended by adding new paragraphs to read:

(11) "acute care hospital™ has the meaning given to "hospital’ in

AS 47.32.900;
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(12) "ambulatory surgical center’” has the meaning given in AS 47.32.900;

(13) ™critical access hospital'* means a facility that is a hospital licensed in
the state that satisfies the criteria set out in 42 U.S.C. 1395i~4(c)(2)(B) and meets the
conditions of participation set out in 42 C.F.R. 485.601 - 485.647,;

(14) "independent diagnostic testing facility"

(A) means a fixed-location or mobile outpatient facility that is
designed and equipped solely to perform diagnostic testing using major diagnostic
testing equipment for an independent diagnostic purpose; in this subparagraph,
"independent diagnostic purpose™ means to perform a diagnostic test for a patient
who has been referred by a physician or medical professional who

(1) is not associated with the facility;

(i1) is treating the patient's specific medical problem; and

(iii) uses the diagnostic test result in the treatment of the
patient's specific medical problem;

(B) does not include a practice 100 percent owned by one or more
radiologists or physicians whose primary practice is diagnostic imaging and
occasionally evaluation;

(15) "intermediate care facility’ means a nursing home that is not a
skilled nursing facility;

(16) "kidney dialysis center'" means a treatment center, including a
free-standing hemodialysis unit, that is devoted to the treatment of kidney disease;

(A7) "nursing home™ means a nursing facility as defined in 42 U.S.C
1396r(a);

(18) ™office of private physicians or dentists' means an office that

(A) is 100 percent owned by physicians licensed under AS 08.64
or dentists licensed under AS 08.36; and

(B) provides medical services, whether in individual or group
practice, to patients on an ongoing basis;

(19) "psychiatric hospital’ means a hospital or part of a hospital that is

primarily for the diagnosis and treatment of mental, emotional, or behavioral disorders."
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Renumber the following bill sections accordingly.

Page 4, lines 10 - 29:
Delete all material and insert:
""Sec. 18.09.020. Composition; chair, (a) The commission consists of nine voting
members as follows:
(1) two members, appointed by the governor, representing state agencies
providing, paying for, or monitoring health care services or addressing employment
issues in health care in this state;

(2) one member from the house of representatives, appointed by the

speaker of the house;
(3) one member from the senate, appointed by the president of the senate;

and
(4) five public members, appointed by the governor; the appointments
made under this paragraph mustinclude the following:
(A) a representative of a hospital in this state;
(B) a physician licensed under AS 08.64;
(C) aconsumer of health care services;
(D) a small business owner in the state.
(b) In addition to the members of the commission specified under (a) of this
section, the followingpersons shallserve as non-voting members of the commission:
(1) the commissioner of health and social services or the commissioner’s
designee;
(2) a member, appointed by the governor, of the Alaska Mental Health
Trust Authority established under AS 37.14.001 - 37.14.099;
(3) a representative, appointed by the governor, of the health caie

insurance industry;
(4) a representative, appointed by the governor, of the Alaska State

Medical Association.
(c) The governor shall appoint the chair of the commission from the public voting

members appointed under (a)(4) of this section."
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14
15
16
17
18
19
20

22
23
24
25
26
27
28
29
30
31

Page 4, line 31:
Delete ""AS 18.09.020(a)(5)""
Insert ""AS 18.09.020(a)(4)"

Page 6, line 12
Delete ""AS 18.09.020(a)(5)™
Insert ""AS 18.09.020(a)(4)™

Page 6, line 30 through page 8, line 9:
Delete all material and insert:
"(b) The database developed under (a) of this section must include the following:
(1) a list of preferred drugs approved by the department for
reimbursement by the department;
(2) acomplete list, organized by region and address, of

(A) health care facilities locat'd in the state;

(B) licensed pharmacists and pharmacies located in the state;

(C) emergency and urgent care facilities located in the state;

(D) health insurance companies offering coverage in the state;

(E) health care providers licensed in the state, including the
provider license number, type, and expiration date along with disciplinary actions,
ifany;

(F) long-term, in-home, and hospice care providers located in the
state; and

(G) public assistance offices of the department;

(3) a list, updated monthly, of not more than 25 most commonly
prescribed medications in the state and the source and price of the medications;

(4) a list, updated monthly, of not more than 25 most commonly
conducted medical procedures in the state, organized by the cash and negotiated price of
the procedure at available providers and insurers; the list must include medical

procedures covered by workers' compensation under AS 23.30;
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(5) available hospital ratings, including the rates of hospital-acquired
infections and mortality occurring at each hospital located in the state;

(6) consumer education information on topics that include body mass
index, diet and nutrition,exercise,smoking cessation, andalcohol anddrug addictions,
that includes the location ofavailable sites thatprovidecare andtreatment related to
those issues;

(7) a list of procedures approved by state agencies for emergency
response and treatment;

(8) disease management support information;

(9) insurance informatioi it includes

(A) anavigator to determine insurance eligibility using a matrix of

available insurers;
(B) links to Internet websites for purchasing insurance policies;

and
(C) an explanation of mandatory and optional insurance coverage;

(10) a list of primary care clinics that cater to uninsured and self-pay

patients;
(11) information on the quality of health care facilities, including any
actions taken by state or federal agencies related to
(A) licensure and accreditation of a health care facility; or

(B) alicensed professional practicing in a health care facility.

Page 9, line 29 through page 10, line 5:

Delete all material and insert:
"'(4) ""health care facility

(A) has the meaning given in AS 18.07.111; and

(B) also includes
(i) an assisted living home;
(i)a free-standing birth center;
(iii) ahome health agency;
(iv)  a hospice or agencyproviding hospice services or
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16
17

19
20
21
22
23
24
25
26
27
28
29
30

operating hospice prograns;

(v) an intermediate care facility for the mentally retarded;

(vi) apharmacy;

(vii) a provider of a home and community-based waiver
service that is certified under regulations adopt :d by the department;

(viit) a provider of personal care services that is certified
under regulations adopted by the department;

(ix) arural health clinic; and

(x) an urgent care facility."

Page 10, following line 5;
Insert new bill sections to read;
" Sec. 7. AS 18.26.220 is amended to read:
Sec. 18.26.220. Facility compliance with health and safety laws and licensing

requirements. A medical facility constructed, acquired, improved, financed, or otherwise
under the provisions of this chapter and all actions of the authority are subject to
[AS 18.07,] AS 47.32[,] and any other present or future state licensing requirements for
the facilities or services provided under this chapter. [A MEDICAL FACILITY ISSUED
A CERTIFICATE OF NEED UNDER SEC. 4, CH. 275, SLA 1976, BY VIRTUE OF
BEING IN EXISTENCE OR UNDER CONSTRUCTION BEFORE JULY 1, 1976,
MUST FULLY MEET THE REQUIREMENTS OF AS 18.07 IN ORDER TO BE
ELIGIBLE FOR FUNDING UNDER THIS CHAPTER ]
*Sec. 8. AS 21.86.030(c) is amended to read:

(© Nothing in this section relieves a health maintenance organization that wishes

to exercise the power described ii (a)(1) of this section from the requirements of
(1) [AS 18.07, REGARDING OBTAINING A CERTIFICATE OF

NEED,;
(2)] AS 47.32, regarding regulation of hospitals; and
(2) [(3)] other statutes applicable to hospitals or other health care

facilities."
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Renumber the following bill sections accordingly.

Page 10, following line 25:

Insert a new bill section to read:
"* Sec. 10. AS 18.07.021, 18.07.031, 18.07.035, 18.07.041, 18.07.043, 18.07.045, 18.07.051,
18.07.061, 18.07.071, 18.07.081, 18.07.091, 18.07.101, 18.07.111; and AS 47.80.140(b) are

repealed.”

Renumber the following bill sections accordingly.

Page 10, line 28:
Delete ""Sections 2 - 4"

Insert Sections 2 - 5"

Page 10, line L
Delete "'sec. 4"

Insert *'sec. 3"

Page 10, line 2:
Delete "'sec. 4"

Insert "'sec. 3"

Page 11, following line 3:

Insert new bill sections to read:

" Sec. 12. The uncodified law of the state of Alaska is amended by adding new sections to
read:

TRANSITION: PENDING APPLICATIONS, ADMINISTRATIVE APPEALS, AND
COURT ACTIONS FOR THE CERTIFICATE OF NEED PROGRAM. The commissioner of
health and social services through the Department of Law shall immediately take steps to seek
dismissal of pending administrative appeals and court actions concerning the issuance of

certificates of need, as appropriate, under AS 18.07, as amended by secs. 2 - 5 of this Act or

8-
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implementation of AS 18.07.
* Sec. 13. The uncodified law of the State of Alaska, enacted in sec. 12 of this Act, is amended

to read:

TRANSITION: PENDING APPLICATIONS, ADMINISTRATIVE APPEALS, AND
COURT ACTIONS FOR THE CERTIFICATE OF NEED PROGRAM. The commissioner of
health and social services through the Department of Law shall immediately take steps to seek
dismissal of pending administrative appeals and court actions concerning the issuance of
certificates of need, as appropriate, under AS 18.07, as repealed bv sec. 10 of this Act
[AMENDED BY SECS. 2 - 5 OF THIS ACT] or implementation of AS 18.07."

Renumber the following bill sections accordingly.

Page 11, line 10:
Delete *'Section 8"
Insert "'Section 14"

Page 11, following line 10:
Insert a new bill section to read:
"™ Sec. 16. Sections 7, 8,10, and 13 of this Act take effect July 1,2010."

Renumber the remaining bill sections accordingly.

Page 11, line 11:
Delete "'sec. 9"
Insert "'secs. 15 and 16"



Senate Bill - 245 e 3~ (- Xj¢
Senator Bettye Davis
Fax: 907-465-3756

RE: Elimination of the Certificate of Need (CON)

Yes. | support Governor Palin’sinitiative to eliminate the
Certificated of Need (CON) in Alaska.

As a concerned citizen of Alaska 1 have the right to the best
health care | can receive.

| have the right to know my treatment options, including
alternative treatment and to obtain a second opinion.

| have the right to know the quality and cost of my doctor,
hospital, medical devices, drugs or procedures before | make
the decision for treatment.

I have the right to be part of the lowest-cost, highest quality
care | can receive.

1feel | have lost these rights due to the restriction of trade the
Certificate of Need as imposed on the health care in Alaska.

| am asking for your support to eliminate the Certificate of
Need (CON) in our state of Alaska.
Thank you for your support.

Print Name:
Signature: _

Address:
Telephone: 2-17T7 7 X7 <101



Senator Bettve Davis
Fax: 907-465-3756

RE: Elimination of the Certificate of Need (CON)

Yes. 1support Governor Paling initiative to eliminate the
Certificated of Need (CONL1 in Alaska.

As a concerned citizen of Alaska 1 have the right to the best
health care | can receive.

| have the right to know my treatment options, including
alternative treatment and to obtain a second opinion.

| have the right to know the quality and cost of my doctor,
hospital, medical devices, drugs or procedures before | make
the decision for treatment.

| have the right to be part of the lowest-cost, highest quality
care | can receive.

| feel | have lost these rights due to the restriction of trade the
Certificate of Need as imposed on the health care in Alaska.

I am asking for your support to eliminate the Certificate of
Need (CON) in our state of Alaska.
Thank you for your support.

Print Name: C|hplU f
Signature: .
Address: m-1.z
Telephone: 37/ ?  r~

NN




CONFIDENTIAL MEMORANDUM
(Not to be distributed without prior authorization)

DATE: February 21,2008

TO: Senator Bettye Davis
FROM: Thomas S. Obermeyer
RE: SB 245 - 25-GS2050VL - Explanation of revised draft

amendment, 25-GS2050\L.3 (attached) by Jean Mischel,
Legislative Legal Counsel, and draft amendment by Don
Burrell, Aide to Senator Davis, both dated February 20,
2008 and distributed to Senate HESS Committee 2\20\08

“An Act establishing the Alaska Health Care Commission and the Alaska
Health Care Information Office; relating to health care planning and
information; amending the certificate of need requirements to exclude
expenditures for diagnostic imaging equipment in certain circumstances; and
providing for an effective date.”

1. 25-GS2050\L.3 should be adopted by the Senate HESS Committee
as the official working document for the amendment o f the “L”
version ofCS for SB 245(), 25-GS2050\L (2\11\08).

2. Don Burrell only drafted on short notice and distributed to the
Senate HESS Committee 2\20\08 an amendment to the “L ” version
ofSB 245 in the absence ofa draft amendment from Legislative
Legal Services which was forthcoming. The Mischel draft
amendment, 25-GS2050\L. 1, arrived in the middle of the hearing
and was also distributed on short notice with one minor
typographical error in the title, indicating “Offered in the House”
instead of “Senate”.

3. Lwill distribute the revised amendment, 25-GS2050\L.3, to
Committee members with a briefexplanation prior to receiving
and distributing Ms. Mischel’s more complete forth-coming
analysis.

4. 25-GS2050\L.3 (attached) comports with legislative drafting
requirements and recognizes necessary changes in statutes due to
the sunset provisions ofthe proposed amendment. As a result, it
also deletes “commission” or substitutes “department” for
“commission” in cross-references to the “commission.”

Explanation of Amendments to CS SB 24S (), 25-GS2050NL
February 21,2008



5. 25-GS2050VL.3, p.2, lines 16-18, proposes a new section 2, AS
18.05.010(b), following Sec. 1, line 30, page 2 of the “L ” version
in order to conform to drafting requirements in the deletion ofthe
language in the first page ofthe amendment: [BASED ON
RECOMMENDATIONS OF THE ALASKA HEALTH CARE
COMMISSION ESTABLISHED IN AS 18.09.010].

6. 25-GS2050\L.3 added a new Section 8 as a “repealer” of the
commission by July 1, 2013 (see 25-GS2050\L.3, p. 6, lines 21-23)
in order to implement the sunset provision requirement.

7. 25-GS2050\L.3 left intact the “list of procedures approved by state
agencies for emergency response and treatment” (“(7)”, page 7,
line 26), while the Burrell version deleted this item due to
vagueness, which was questioned by the Committee.

8. 25-GS2050\L.3, page 5, lines 7-9, inserted “may” for “must”
concerning mandatory reporting in the database, in line 6, page 30
of*“L” version.

9. 25-GS2050VL.3, page 5, lines 29-31, inserted the words,
“Beginning July 1, 2009,” in line 17, page 8 ofthe “L” version to
give a year to implement changes: “Beginning July 1,2009, a
Health care facility shall provide to the department... the following
information:____”

10. 25-GS2050\L.3, page 6, lines 13-16, inserted in the “L ” version,
page 10, after line 5 and following “department” two additional
health care facilities described as “(E) a licensed pharmacy” and
“(F) aphysician’s office.”

11. 25-GS2050\L.3, page 5, lines 22-24, inserted in the “L " version,
page 8 following line 5, a new paragraph to include in information
disseminated *“(10) a list of physicians who accept patients with
Medicare coverage.” Other sections are to be appropriately
renumbered.

Explanation of Amendments to CS SB 24S ('), 25-GS2050 L
February 21.2008
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Dear Senator Davis,

Jean Stevens, Regional Vice President and Mitch Long, Area Manager for Fresenlue Medical Care will
be on this evenings caN at 6pm. They may want to testify tonight.

Thank you,

Jean Stevens, Regional Vice President
Mitch Long, Area Manager 0 ' 0
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diagnostic
health Anchorage

Discover Excellence in Radiology

March 11* 2008

AK Slate Capitol
Senate Health, F.duculion and Social Services (IIF.SS)
Juneuu AK 99801-1182

Dear Senator Davis. Senator Thomas, and other Senators of the Senate 111iSS Committee

As an AK resident and healthcare administrator | implore you not to consider the portion of SB
245 which recommends removal of AK's Certificate of Need (CON) program. Thorough and
unbiased research needs to be accomplished prior to any such action given the potential negative
impact such legislation would have on the safety and quality of AK's healthcare.

I currently serve as the AK Area Administrator for Diagnostic Health and directly oversee a full
modality outpatient imaging center located in midtown Anchoragel As a healthcare
administrator with over 15 years of experience | have grave concerns regarding current
legislation in the Senute and House to eliminate or modify AK's CON program. | strongly urge
unbiased research/study to determine the full short-term and long-term impact before any such
action is taken. Some particulars which need to be contemplated are as follows:
> Thirty-six states still maintain some form of a Certificate of Need program. Many of the
states that repealed their laws in the 80s and 90s experienced u proliferation of facility
development und major medical equipment acquisition. This is particularly disturbing
given that *'supply” for outpatient imaging services (in the Anchorage area) is currently
greater than *"demand.”
> Removing/modifying AK’s CON program could have an extremely negative outcome
with regard to quality of care as many freestanding imaging centers would not bother to
hire registered technologists or ensure their facility is accredited. 1he American College
of Radiology is conscious of this fact and thus tends to favor lighter CON restrictions for
imaging services.
> Removing/modifying AK’s CON program would certainly have an immediate and
possibly long-term impact on the availability of skilled labor (registered technologists)
causing shortages in muny fields/modalities with the strong probability of negatively
impacting the safety and quality of AK’s healthcare.
> Market and business-driven healthcare in AK is idealistic but not a reality. It's a
contradiction for some to say that “health care must be market-and business-driven,
rather than restricted by government” when reality illustrates that healthcare is the most
heavily regulated industry and that government dictates a significant portion of most
healthcare entities reimbursements.

. Diagnostic Health Anchorage 17? #torrr.orly HealthSouth Diagnostic Canter of
Anchorage LP) has been providing full modality outpatient imaging services in
a timely, quality, arid cost-effective services to A residents tor over 10
years.

Diagnostic Health Anchorage
4100 Lake Otis Parkway Anchorage AK 90506



ASHNHA Comments on Senate Bill 245 Version »o -

Prepared by: Rod Betit, President/CEO
March 12,2006

Madam Chairman, members of the Committee, | appreciate the opportunity to update
ASHNHA's position relative to this version of SB 245.

As you will note, ASHNHA's membership supports this rewrite of SB 245. This is a much
improved version of SB 245 that not only solves current CON appeals/disputes before the State,
but also creates a Health Care Commission to develop solutions to Alaska's health care costs,
access and quality challenges. The bill would also begins the process of creating a consumer
friendly information resource to aid Alaskans in making health care decisions.

ASHNHA's POSITION ON SECTIONS CONTAINED IN SB 245(Ver»ion O):

Section 1 - Statewide Health Plan SUPPORT
Section 2 « Section 1 Amended for Commission Sunset SUPPORT
Section 3- Technical - renumbers to reflect new sections SUPPORT
Section 4 - Adds definition for Critical Access Hospital SUPPORT
Section 5 - New language clarifying imaging offices SUPPORT
Section 6/Article 1 - Creates Health Care Commission SUPPORT
Section 6/Artide 2 « Creates Information Office & Reporting SUPPORT
Section 6/Artide 3 - General Provisions SUPPORT
Section 7- Technical - Adds Health Commission to List SUPPORT
Section 8- Sunsets Health Care Commission in 2013 SUPPORT
Section 9 - CON Transition Regulations SUPPORT
Section 10 - CON Transition Regulations SUPPORT
Section 11 - Effective Date for Section 2 SUPPORT
Section 12 - More "Effective Dates’ SUPPORT
Section 13 - Commission & Reporting Effective Date SUPPORT

Sections 1 & 2 - Statewide Health Plan:

ASHNHA supports the recommendation by the Governor's Health Care Strategies Planning
Counril to develop a statewide health plan. Development of a plan would serve several
important purposes. One of those would be to plan for the appropriate development of health
care infrastructure and equipment to meet Alaskan's health care needs both in the near and
long term. Absence of such a plan has con. ibuted to the ongoing disagreement as to both the
guantity of unmet health needs in the State, and the most appropriate setting in which to meet
those needs community by community. Initial development of a statewide health plan will
likely take several years to complete but could be kept current and relevant with minimal effort

and cost.

Section 4 - Add Definition of Critical Access Hospital (CAH)
This definition would clarify which hospitals have Critical Access Hospital status. Currently
there are CAH hospitals in Cordova, Dillingham, Ketchikan, Kotzebue, Nome, Petersburg,

Kodiak, Seward, Valdez, Barrow, Sitka and soon in Homer.

Alaska State Hospital & Nursing Home Assodation, 426 Main St., Juneau, AK 99801 (907) 586-1790 1



ASHNHA Comments on Senate Bill 245 Vexsion "O"

Prepared by: Rod Betit, President/CEO
Merch 12,2008

Section 5 - Clarification of Imaging Offices Exempt from CON

Alaska statutes have always exempted physician's offices from CON and it is clear that a
radiologist is a licensed physician. Most disputes under CON law have been around what
types of health care settings are physician offices versus imaging centers that would be subject

to CON review.

This Committee Substitute defines an imaguig physician's office as an office that is at least 50%
owned by radiologist physicians who are actively providing the medical procedures of
interpretation and diagnosis. In other words to be granted the physician office CON
exemption, the physicians in question must actually work ir the practice, must own at least 50%
of the practice including the equipment, and must actually interpret the images that their
imaging equipment produces. If these criteria are met the office/facility would not be subject to

CON review.

The Committee Substitute also limits the CON exemption for these physician practices to
boroughs over 60,000 in population as a protection to smaller hospitals in smaller markets.

There is wide-spread agreement on this language within the imaging and hospital community
as a fair resolution of this long standing area of disagreement. ASHNHA's members
overwhelmingly support this language. Two ASHNHA members would like to see more
restrictive requirements but all others support this more reasonable approach to resolving up to
80% of the appeals/lawsuits currently before the Department.

Section 6/Artide 1 - Create Alaska Health Care Commission:

ASHNHA members support the creation of a Commission to develop incremental strategies to
pro..Je affordable, quality health care choices for all Alaskans, to oversee development of the
State's health care data information base, and to promote individuals taking responsibility to
improve their overall health status. ASHNHA supports the establishment of a Commission and
the diverse membership contained in this rewrite.

CSSB 245 would give the Commission broad discretion to define reporting expectations and to
determine what would be useful information for the public to have. This ‘permissive’ authority
for the Commission to develop these requirements is a strong aspect of this bill. There are
many unanswered questions, missing definitions and other challenges too many to list that
warrant giving the Commission this degree of latitude in developing Alaska's consumer

information data base.

Section 6/Artide 2 - Establish Health Care Infonnation Office & Reporting:

ASHNHA supports the goal of providing accurate and current health care information for
consumers to assist them in making health care decisions. As detailed in an earlier position
paper on Version A of SB 245, ASHNHA's members have been voluntarily reporting of health

Alaska State Hospital & Nursing Home Assoaation, 426 Main St., Juneau, AK 99801 (907) 586-1790 2



ASHNHA Comments on Senate Bill 245 Version "O"

Prepared by: Rod Betit, President/CEO
March 12,2008

care cost, quality and charity care information for many years. All of that infonnation is
currently available to the Department could be posted to a consumer web site once actually

operational.

Section 6/Artide 3 - General Provisions:
Adds definitions induding what entities must report under the requirements of Section

6/Article 2. This version of SB 245 makes it clear that pharmacies and physirians are subject to
reporting as defined by the Commission.

Section 8 - Sunsets Health Care Commission:
Requires reauthorization of Commission in 2013 at which time the effectiveness of the

Commission would be reviewed by the Legislature before its life is extended.

Section 9 & 10 - CON Transition Regulations:
Legislative Legal believes these sections are necessary even though CON repeal provisions have
been removed from this version of SB 245. ASHNHA has no position on that and defers to the

experts on the need for his language.

Section 11 - Effective Date for Section 2:
This section brings back the language found in Section 1 after the Commission expires in 2013
without reference to the Commission in the Department's duties from that point forward.

Section 12 - More Effective Dates:
ASHNHA has no comment on this section.

Section 13 - Commission and Reporting Effective Dates:

Information gathering and reporting is a complicated and involved process that will take years
to fully develop and implement. Some progress could be made by the State in the short term
using the data already being provided by hospitals but certainly not by July 1,2008. Clearly the
July 1, 2008 effective date is simply a starting point to begin this long journey.

Thank you for the opportunity to testify and express ASHNHA's members' opinions about this
legislation.

Alaska State Hospital & Nursing Home Assodatlon, 426 Main St., Juneau, AK 99801 (907) 586-1790 3
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DEPT. OF HEALTH AND SOCIAL SERVICES PHONE: (907) 495-3030
OFHCE OF THE COMMISSIONER FAX:  (907)493-3089

March 13, 2008

Honorable Bettye Davis, Chair
Senate HES Committee RECEIVED
State Capitol, Room 30 VAR 13 2008

Juneau, AK 99801-1182

Senator Davis:

During the hearing of March 12,2008, the Senate HES committee discussed an amendment to
add a study of the effects of the Certificate of Need Program to Senate Bill 300, and questions
were posed about the cost of such a study and who should manage the study.

Cost of a Certificate of Need Study:
In Fiscal Year 2005, the Legislature, through Senate Finance, contracted for an analysis of the

state Medicaid program. This study cost $247,000. The Department has issued two recent
Requests for Proposals for studies, with the range of $320,000 to $325,000 (the first was a
comprehensive Rate setting study and the second was a long term care plan).

Management of the Study:
The amendment discussed yesterday had the Health Care Commission manage the study. The

Department strongly recommends against that approach. The Commission would not start
functioning until members were selected, an Executive Director was hired, etc., which would
delay the RFP process. We propose two options: that the Legislature or Department contract for

the study.

We recommend that the Legislature contract for the study to ensure full confidence that the study
IS unbiased, and meets the Legislature’s expectations. The Senate HES and Finance Committees
could jointly sponsor the study; which would not require a fiscal note, ensuring proposals are not

targeted to a specific amount of funding.

Should the HES committee want the Department to contract for the study, we will submit a fiscal
note.

Assistant Commissioner for Public Affairs

cc: Senator John Cowdery, Capitol Building, Room 101
Senator Kim Elton, Capitol Building, Room 506
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Senator Fred Dyson, Capitol Building, Room 121

Karleen Jackson, Commissioner

Jay Butler, Chief Medical Officer

Wilda Laughlin, Special Assistant

Russell Kelly, Governor’s Office, Legislative Director

Mindy Rowland, Governor’s Office, Deputy Legislative Director
Anna Kim, Special Assistant

Stacie Kralie, Chief Assistant Attorney General

Deborah Behr, Chief Assistant Attorney General



From: Yocom, Lauren J (GOV) [lauren.yocom @ alaska.gov]

Sent: Saturday, March 29, 2008 12:02 PM
To: Don Burrell

Cc: Hill, Sherry (HSS); Laughlin, Wilda J (HSS)
Subject: SB245 Fiscal Notes

Attachments: SB245CS(HES)-DHSS-M S-03-28-08.pdf; SB245CS(HES)-DHSS-HPI1-03-28-08.pdf;
SB245CS(HES)-DHSS-CO-03-28-08.pdf

sponsor: Governor
requesting committee: Senate HES
date & time: no hearing scheduled in Finance yet, submitting these at the request of Senate HES

Only one (Health Planning & Infrastructure) had substantive changes. These are the changes from the LL 0050
fiscal notes (listed by component):

= Medicaid Services: deleted the graph on the last page
< Health Planning & Infrastructure: changed to indeterminate; deleted the graph on the last page

In addition, | made cne correction to the Commissioner's Office FN we submitted 3-21, so | re-dated to 3-28
- Commissioner’s Office: corrected Division from ‘Chief Medical Officer* to ‘Public Health’

- Laughlin

Thanks,
Lauren

Lauren Yocom

Legislative Office Assistant
Office of Governor Sarah Palin
465-4021

3/31/2008
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FISCAL NOTE

STATE OF ALASKA
2008 LEGISLATIVE SESSION

ID(File name) SB245CS(HES>-DHSS-MS-03-2ft-08
Title HEALTH CARE: PiIAN/COMMISSICN/FACILITIES

Sponsor RULES BY REQUEST OF THE GOVERNOR
Requester SENATE HES

Fiscal NoteN um ber

Bill Version: CSS? 245 (HES)
(O PublshD a te :
Dept. Affected: Health A Social Services
RDU Health Care_Services

Component Medicaid Services

Component No. 2077

Expenditures/Revenues

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

icticn
Required

OPERATING EXPENDITURES

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous

CAPITAL EXPENDITURES
CHANGE IN REVENUES (0)

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1037 GF/Mental Health

Other(Specify Type-do not abbreviate)

Other(Specify Type-do not abbreviate)
TOTAL

Estimate Of any current year (FY2008) cost:

POSITIONS
Full-time
Part-time
Temporary

(Attach a separate page if necessary)

ANALYSIS:

Ifonation

This bill eliminates the Certificate of Need program. This fiscal note is indeterminate. Eliminating the
CON program would likely increase costs to Medicaid, however the costs arc unknown at this time.

This fiscal note is based on projects denied, withdrawn, or reduced as th* result of the CON program
which is estimated to have saved the Alaska Medicaid program approx. $3 million per year in payments
for avoided capital costs (50% federal/50% GF/M). This represents 1.2% of the total project costs for

these facilities.

Prepared by: William Streur, Deputy Commissioner

Phone 465-5830

Division Health Care Services

Approved by: Karleen Jackson. Commissioner

Date/Time 03/28/2008
Date 03/28/2008

Agency Department of Health and Social Services

(Réned 10/29/2007 OVB)
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