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SUMMARY

The Alaska Supreme Court affirms the superior court’s decision upholding the Alaska Department of
Health’s issuance of a certificate of need to Aspen Creek Management for a skilled nursing facility.
The court holds that the Department reasonably interpreted its regulations to require use of the CASU
methodology while retaining discretion to waive the 40-bed review standard based on service
availability, quality, or accessibility. The court also concludes that the Department’s interpretation was
not a departure requiring formal rulemaking under the Administrative Procedure Act.
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DISPOSITION affirmed

PROCEDURAL POSTURE Maple Springs, a competing nursing-home operator and certificate-of-
need holder, appealed the superior court's dismissal of its complaint
challenging the Alaska Department of Health's issuance of a certificate
of need to Aspen Creek. The appeal presented issues concerning
interpretation of the Department's regulations, agency rulemaking
obligations under the Administrative Procedure Act, and the
reasonableness of the agency's decision.

STANDARD OF REVIEW The court reviewed dismissal under Alaska Civil Rule 12(b)(6) de
novo and independently reviewed the merits of the underlying
administrative decision. It reviewed the agency's interpretation and
application of its own regulations under the reasonable-basis standard,
deferring unless the interpretation was plainly erroneous and
inconsistent with the regulation. It independently reviewed whether
the agency action was subject to the APA's notice-and-comment



requirements and applied independent judgment to statutory-
interpretation issues.
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QUESTIONS PRESENTED

1. Whether the Department's regulations required rejection of Aspen Creek's application because the CASU
methodology did not show a need for at least 40 beds.

2. Whether the Department could waive the 40-bed review standard while requiring the applicant to use,
and refusing to waive, the CASU methodology.

3. Whether the Department adopted a new interpretation of its regulations that required formal rulemaking
under the Alaska Administrative Procedure Act.

4. Whether the Department had a reasonable basis for approving Aspen Creek's certificate of need.

HOLDINGS

1. The regulations require an applicant to use the prescribed CASU methodology, but they do not make the
methodology's numerical result an absolute threshold barring approval. The Department may waive the
40-bed review standard when the regulatory conditions for waiver are satisfied.

2. The Department's interpretation of 7 AAC 07.025 was consistent with the authorizing statutes and
legislative intent.

3. Formal rulemaking was not required because the Department's interpretation was a commonsense
interpretation of existing regulations rather than a substantive, expansive, unforeseeable, or inconsistent
change in interpretation.

4. The Department had a reasonable basis for approving the certificate of need.

KEY QUOTATIONS

“When read together both things can be true: (1) the methodology must be used; and (2) the Department has
the authority to waive a review standard and approve a project,” (at 14)

“This interpretation is inconsistent with the regulations’ plain language and would render the Department’s



discretion under subsection (b) meaningless.” (at 15)

“Not all agency interpretations of statute or existing regulation require rulemaking.” (at 20)

FACTUAL BACKGROUND

Aspen Creek sought a certificate of need to construct a 150-bed skilled nursing facility in Anchorage. Applying
the Department's prescribed composite age specific use methodology, Aspen Creek calculated a deficit of 22
nursing-home beds, below the regulatory minimum showing of 40 beds. The Department nevertheless
recommended and approved the application based on the proposed facility's location, Anchorage's role as a
healthcare hub for rural communities, and the facility's planned provision of sub-acute care unavailable
elsewhere in Alaska. Maple Springs, which held its own certificate of need for a competing facility, challenged
the approval.

PROCEDURAL HISTORY

Aspen Creek applied for a certificate of need to construct a 150-bed skilled nursing facility in Anchorage.
Although its CASU calculation showed a deficit of only 22 beds rather than the regulatory minimum of 40,
Department staff recommended approval based on additional quantitative and qualitative evidence, and the
commissioner granted the certificate. Maple Springs sued for injunctive and declaratory relief; the superior court
denied Maple Springs's summary-judgment motion and granted Aspen Creek's Rule 12(b)(6) motion, concluding
that the Department could waive the 40-bed review standard while still requiring use of the CASU methodology.
The superior court denied reconsideration, and the Alaska Supreme Court affirmed.

DISPOSITION

affirmed
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