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The Finance Committee considered HOUSE BILL NO. 294
"An Act extending the termination date of the Board of Pharmacy."
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No. eA

FISCAL NOTE Bill Version: H fe

STATE OF ALASKA 9 Publish Date: -1 (q
1994 L EGISLATIVE SESSION (S) Publish Date: [-r2-(

Revision Date: 1124194 Department. Commerce and Economic Dev.
il %) An Act extending the termiration date of bru: Cocupational Licensing

the Board of Pharmacy. Component. Operations

Soonsor: Rep. Parell

Roestr  Senate Labor & Commerce COMPONENT SERIAL NO. 1844

Expenditures/Revonues (Thousands of Dollars)

OPERATING EXPENDITURES FY 95 FY 96 FY o7 FY 98 FY 99 FY00
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPJES

EQUIPMENT

LAND &STRUCTURES

GRANTS, CLAIMS

MISCELLANEQUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I |
CHANGE IN REVENUES 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 General Fund

1005 GF/Program Receipts

1006 GF/MHTIA

Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY 94) cost $ None

POSITIONS

FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0

ANALYSIS:  (Attach a Separate page if necessary)
The 4l extends the termination date of the Board of Pharmacy to June 30, 1997. Funding for the board

is included inthe FY 95 gperating budget request; therefore, ncﬂv funds ar?rqg\t/(r:wlred L-SC]

have no fiscal impact. This
fiscal note iIs appropriate.

Qffite Aide (initial)

Average Annual Cost: $61.2
Average Annual Revenue: 5.1

Prepared by: Jemifer Sridder, Admi nistrative Officii Phone: 465-2144
Division: Ocoupational Licensing Date:

Approved by Commissioner:  Paull Fuhs Date:

Agency. Commerce and Economic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR ™S LEGISLATIVE OFFICE
For furtter distritution infomatian, Gl the Govermor™s Legislative Office
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Alaska sreitz SJEI]tslatark

REPRESEN iATIVE (307 25H-1s4
sean r.Parnell T

HOUSE OF REPRESENTATIVES

SPONSOR STATEMENT

_ ~ HOUSE BILL 294
Extending the Termination Date of the "Board of Pharmacy"

This bill would extend the termination date of the Board of Pharmacy to
June 30, 1999.

The Board of Pharmacy provides greatly needed oversight of State and
Federal laws pertaining to the pharmaceutical industry and Alaskan's
health and safety. The Board provides a very important service for the
State of Alaska and is an integral part of Alaska's pharmacy licensing
process.

During the Board of Pharmacy's review, the reviewing committee
acknov%Iedged the Pharmacy Board's self sufficiency-and recommended its
renewal.

Passage of House Bill 294 would maintain this valuable service for
Alaskans.






FlSCAL NOTE TBiII Velrsion: HB 294

STATE OF ALASKA (hi) Publish Dais: 4/26/9 3
1993 LEGISLATIVE SESSION
rRowik>n Date: Affected: Commarea & Economic Pavolopmont
Title: An Act extending the termination data bru: Occupational Licensing
of the Board of Pharmacy. Component:  Operations
Sponsor: Rep. Parnell
Requestor: Housa Rules COMPONENT SERIAL NO. 1844
Expenditures/Revenues: (Thousands ot Dollara)
OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99
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EQUIPMENT
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GRANTS, CLAIMS
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CAPITAL I
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FUNDING: (Thousenda of Dollar*)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other ’
TOTAL 0 0 0 0 0 0
POSmONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
Estimate of currant yeer (FY 83) Imped: $ None

ANALYSIS: (Attacha separate page Hrceceaaary)

The bill extends the termination date of the Board of Pharmacy to Juno 30,1997. Funding for the
board Is Included Inthe FY 94 operating budget; therefore, new funds are not required. Regulations
adjusting fees to cover full program costs are under review In the Department ofLaw.

Average Annual Costs: $61.2
Average Annual Revenue: 49.6

Prepared by: Jennifer Strickler, Administrative Officer Phone:_ 465-2144
Dtvtaton: Occupational Licensing

Approved by Commissioner PaulFuhs Date:
Agency: Commerce & Econ mic Developme
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR*"S LEGISLATIVE OFFICE
For further distribution Information call the Governor $ Legislative Office
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Alaska g>tatr "legislature

REPRESENTATIVE (oory mo-s134
SEAN R. PARNELL »
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HOUSE OF REPRESENTATIVES

MEMORANDUM

DATE: January 27, 1994

T0: Senator Drue Pearce
Co-Chair of Senate Finance

FROM:  Representative Sean Parnell

RE: Reﬂuest to schedule a hearing for SCS HB 294 (L&C) "An
Act extending the termination date of the Board o
Pharmacy."

This memo resRectfuIIy reg_uests that House Bill 294 be scheduled for
a hearing in the Senate Finance Committee at your earliest possible
conveniénce.

This bill would extend the termination date of the Board of Pharmacy
from June 30, 1993 to June 30, 1999



Dear Legislators,

The Board of Pharmacy has a termination date of June 30,
1993. Legislation (HB110) was introduced earlier 1in this
session to prevent our sunsetting, however the omnibus
approach has been slow. The committee which reviewed the
regulatory boards acknowledged the Board of Pharmacy 3 self-
sufficiency and recommended 1its renewal. H6 294 is now
before you to ensure that the Board of Pharmacy continues
its charge of"protecting the public.

A recent example that illustrates the importance of 8oards
of Pharmacy occurred in the state of Washington 1in 1991.
Tylenol capsules were adulterated with cyanide which killed
several people. The Board of Pharmacy quickly embargoed all
Tylenol products. This swift action was nationally
recognized as a life-saving rnanuever .

Fortunately, emergencies rarely occur. The use of
medication, on the other hand, frequently occurs. The
8oard of Pharmacy protects the public by examining license
appl.icants to ensure that they are qualified to practice
pharmacy. We 1inspect pharmacies to ensure compliance with
state and federal law. Current statutes and-'regulations
that govern pharmacy in Alaska are woofully out-of-date and
are being rewritten. This revision will address specific
deficiencies in the law as well as enable the Board to
regulate the rapidly changing role that p.rarmacy will play
in solving the health care crisis.

Termination of the Board of Pharmacy would essentially

prevent Alaska from licensing pharmacists. A  pharmacist
is licensed by credentials or by taking the National
Association of Boards of Pharmacys (NABP) exam. Forty-nine

states rely on NA8P to. tesf all pharmacy candidates and
forty-eight states rely on NABP to serve as the national
clearinghouse of all pharmacy licenses ( exceptions are
California and Florida ). NABP requires each state to have
a Board of Pharmacy 1in order to participate 1in the national
testing process and to utilize 1its services as a
clearinghouse. -

The Board of Pharmacy promotes, preserves and protects the
public by regulating the practice of pharmacy.

I urge you to support HB 294.

Timothy J. Boehmer RPh.
Acting President
Board of Pharmacy



ALASKA.STATE LEGISLATURE

LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

Juneau?}&) K %8%)3(1%}%%

FAX -

October 26, 1993

Members of the Legislative Budget
and Audit Committee:

In accordance with the provisions of Title 24 of the Alaska Statutes, the attached report is
submitted for your review.

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
BOARD OF PHARMACY

October 26, 1993

Audit Control Number
08-1421-%4

The objective of the audit was to determine whether the Board of Pharmacy should continue
its existence. Alaska Statute 08.03.010(20) has scheduled the board for termination on
June 30, 1993. As of the date of this report, the board is technically in its one-year “wrap
up” period and, if no action is taken by the legislature, the board will be dissolved at
june %8 2188;1 We recommend that the legislature extend the board’s termination date to
une 30, 2003,

The audit was conducted in accordance with generally accepted government auditing
standards.  Fieldwork procedures utilized in the course of developing the findings and
discussion presented in this report are discussed in the Objecti /es, Scope, and Methodology
section of this report.



TABLE OF CONTENTS

Objectives, Scope, and Methodology ......ccoevvvevvnnrrnrirnnenns

Organization and FUNCHON ..o nens

Report CONCIUSIONS .vvvvveeerrvrseiseserisss s
Findings and Recommendations.......c.covvevnervnrennerneennnens

Analysis 0f PUBLIC N €T ...,

Appendices:

A. Schedule of Revenues Compared with Expenditures...

B. Application, License, and Other Fees......couuvrverenn.

Agency Response:

Office of the Governor, Boards and Commissions .......

Department of Commerce and Economic Development

ALASKA STATE LEGISLATURE

DIVISION OF LEGISLATIVE AUDIT

B w 0w =

23
25



OBJECTIVES. SCOPE. AND METHODOLOGY

In accordance with the intent of Titles 24 and 44 of the Alaska Statutesés_unset legislation),
we havte reviewed the activities of the Board of Pharmacy to determine if it should continue
in existence.

As required by statute, the legislative committee of reference is to consider this report as part
of the legislative over3|%ht process in determining whether this boa*d should be reestablished.
*The law currently specifies that the Board of Pharmacy will terminate on June 30, 1993 and

will have one year from that date to conclude its affairs." As of the date of this report, the
board is technically in its one-year “wrap up” period.

During the course of our examination, we reviewed and evaluated the following:
L Applicable statutes and regulations.

2. Interviews with Department of Commerce and Economic Development, Division of
Occupational Licensing personnel.

Minutes of board meetings.

Interviews with Board of Pharmacy board members.

Review of other states' boards compositions and duties.

Office of the Ombudsman closed case files.

Proposed revisions to Board of Pharmacy statutes and regulations.

Licensing files for pharmacists and pharmacies.

© @ N o U A~ W

..vestigation files.

10.  Other documents considered pertinent.
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ORGANIZATION AMD FUNCTION

Alaska Statute 08.80.010 established the Board of Pharmacy as a regulatory board with seven
members. Law requires that two members be public members having no direct financial
interest in the health care industry and five members be professionals with three years
practical experience and licensed in Alaska. The statute further states that whenever
possible, each judicial district should be represented by a board member.

The board regulates six types of licenses: pharmacists, retail pharmacies, wholesale
pharmacies, hospital pharmacies, drug rooms, and out-of-state  pharmacies.
Alaska Statute 08.80.040 establishes the duties of the board. They include:

1L Examining and issuing licenses to qualified applicants.

2. Establishing, amending, or eliminating licenses in accordance with the Administrative
Procedures Act when a person has violated
pharmacy statutes or regulations.
_ _ o Alaska Board ol Pharmacy Members
3. Adopting requlations insuring that renewal of
licenses is contingent upon proof of continued

Registered Pharmacists

Timothy Boehmer
competency. ChrisyCoursey
. . : . . .. Stanley Thompson
Applicants for registration as a pharmacist are required to Padl Gionet
Ee_lss the National Association of the Boards of Pharmacy Ay
icensing Examination and a jurisprudence examination Public Members
covering Alaska pharmacy law and the Federal Controlled Charles Lastutka
Substance Act. Batricia Douglas

Pharmacists licensed to practice in another state who apPIy _
for licensure in Alaska can be licensed by credentials, except for those applicants from
California or Louisiana. These two states require applicants to pass a state exam, not the
national exam. Consequently, these applicants must take the national examination when
applying in Alaska.

The board may also issue temporary or emergency permits. Temporary permits allow
qualified applicants to practice until the board can formally license them; emergency permits
allow pharmacists licensed in another state to practice in Alaska in an emergency. Both
permits are limited in their duration and application.

The board is assisted in its duties by Division of Occupational Licensing (OL) personnel.
OL processes applications, maintains licensing files, answers board-related correspondence,
and provides administrative support to the board. In addition, OL investigates any
complaints involving pharmacists and pharmacies.

3
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REPORT CONCLUSIONS

Alaska Statute 08.03.010(20) requires that the Board of Pharmacy be terminated on
June 30, 1993, Alaska Statute 08.03.020 provides one year in which to conclude its affairs
if the legislature does not enact legislation for the continuance of the board. As of the date
of this regort the board is techmcal!?/ in its one year “wra ug" eriod and, if no action is
taken by the legis’nure, the board will be dissolved June 30, 1994, We recommend that the
legislature enact legislation that extends the board's termination date until June 30, 2003 (see
Recommendation No. 1).

The Findings and Recommendations section describes areas where weaknesses or conflicts

exist. We have made recommendations which, if implemented, will improve the efficiency
and effectiveness of the board.

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



FINDINGS AND RECOMMENDATIONS

Recommendation No. 1
The statutory provision for the Board of Pharmacy should be extended until June 30, 2003.

The regulai'on and licensing of qualified professionals is necessary to protect the public's
health, “safely, and welfare. The board provides this service by establishing minimum
educational and experience requirements that provide reasonable assurance that persons
licensed are qualified. Assurance that licensed professionals act in a competent manner is
provided tby active investigation of complaints and revocation or suspension of licenses when
appropriate.

Alaska currently has the most restrictive time_ﬂeriod for sunset reviews, with sunsets
scheduled for eve%four years. In the 24 states with sunset laws, agency reestablishment has
ranged from 4 to 13 years. The average review cycle is eight years with many states going
to review cycles of ten years or longer.

The Board of Pharmacy is a well established board that consistently has been found to satisfy
a public purpose. The board has demonstrated an ability to conduct business in an adequate
manner and deficiencies have been relatlvel?/ minor. Though the sunset review this year does
reveal a few areas to be addressed (see following recommendations), there does not appear
to be any need to review the Board of Pharmacy every four years.

Recommendation No. 2

Office of the Governor. Boards and Commissions should appoint Board of Pharmacy
members in accordance with Alaska Statute.

Alaska Statute 08.80.010 says, in part, .. Whenever possible, the board shall include at
least one memberfrom each judicial district” The board consists of seven members, six
are from the Southcentral area and one from Southeast. The Interior (Fourth Judicial
District) and Northwestern (Second Judicial District) regions of the State are not represented.
According to Office of the Governor. Boards and Commissions, there have been nc recent
applicants from the Northwestern region, and only a few from the Interior.

Alaska Statute 08.80.030(3) gives the Board of Pharmacy the power to “. . . assist the
department in inspections and investigations. .." and hoard members seem to agree on the
.mportance of regular pharmacy inspections. Though the Board of Pharmacy Annual Repon
lists these inspections as a goal for each coming year, the board has found it increasingly
difficult to inspect pharmacies around the State. One reason for this difficulty is that the
board has funds to cover travel only to board meetings. In recent history, the board has been
able to rely on members to perform inspections in each of their own districts. Though all
districts were not covered at all times, some pharmacies in each area were inspected at least

7
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occasionally. The concentration of board members in only the Southcentral and Southeast
regions has severely reduced the likelihood of inspections in other regions.

The concentration of hoard members in only two regions also affects the ease with which
pharmacist candidates may become licensed. Pharmacist candidates are required to pass the
Alaska Jurisprudence Examination, which must be administered by a board member. Each
candidate must schedule the examination with a board member, generally in the board
member’s home town. Accordingly, candidates outside of the Southeast or Southcentral
region must travel to take the jurisprudence examination. While requiring travel ma)( not
constitute a barrier to entry into the profession, it does add an inconvenience that would be
unnecessary if the examination could be offered in a variety of locations.

Two Board of Pharmacy members report that they were recruited by the Office of the
Governor to fill specific board positions. Boards and Commissions should develop an
information program for non—part|(:_|pat|_ngI portions of the State and direct recruitment efforts
toward regions of the state for which little or no representation exists.

Recommendation No. 3

The Board of Pharmacy should review pharmacy inspection procedures to ensure that
pharmacies inspected are impartially selected and evaluated.

Though board members acknowledge that inspecting competing pharmacies is a potentially
awkward situation, little has been done to formalize the process or to limit potential charges
of bias. The inspection selection process, the evaluation form, and any potential licensing
action all may be subject to criticisms of partiality.

Historically, the hoard’s selection process for pharmacies to be inspected has been relatively
informal. ~ Inspections were apparently done at the direction of the president and at the
convenience of hoard members. The lack of formal criteria for selection may leave the hoard
open to char[qe_s of favoritism; while some pharmacies are inspected regularly, others, often
those in outlying areas, have not V. n inspected for ye?is. The board should establish a
maximum timeframe between Ehan ..xy Inspections, then develop a formal selection process
to include each pharmacy in the State.

The board should also attempt to quantify inspection forms. The board has developed an
extensive checklist for inspections, but it is unclear which or how many infractions would
cause a pharmacy to “fall” an inspection or to require a reinspection. Because each
pharmacy may be visited by a different team of inspectors, it is important to ensure that
criteria for passing or failing a Eharmacy are applied consistently. One way to reduce the
subjectivity of the form would be to develop a rating scale with a numeric value for each

checklist item.

The hoard has recently discussed the possibility of sanctions against pharmacies that are
found, on inspection, to have severe infractions or that, on re-inspection have refused to
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correct Ereviou_sly noted infractions. Though such sanctions may be necessary to protect the
public, they will further complicate the inspection issue.

According to the Department of Law, a board member cannot be both an inspector and an
adjudicator of a case. If licensing action is taken against a pharmacy as the result of an
inspection, the board members that inspected the pharmacy should recuse themselves from
the vote. The Board of Pharmacy, as described above, is comprised of onIK seven members.
|f the two of these members that formed the inspection team cannot vote, the hoard may find
it difficult to secure a quorum.

Though statute gives the board the power to assist the department in inspections, it does not
require board members to perform the inspections. In light of the difficulties the board has
encountered in accomplishing impartial, supportable inspections, the board should consider
the necessity of continuing to |n5ﬁect pharmacies. If it appears that the inspection capacity
of the hoard will impair the other board functions, the board, in conjunction with the
Division of Occupational Licensing, should consider either revmng the statute to eliminate
inspections as a board responsibility or changing the way in which that responsibility is met.

After, the board has developed a workable selection and evaluation process for pharmacy
inspections, the mechanics of that process should be added to the hoard's regulations.
Regulations associated with inspections should specify who does inspections, what is
inspected, and how often inspections are done. AddlnF the inspection process to the
regulations will benefit the board not only through formalization of the process, but as an
educational tool as well. Because regulations are available for public comment, interested
members of the general public and the profession would, through the public process, become
aware of inspection criteria.

Recommendation No. 4
The Board of Pharmacy should revise these statutes to reflect current pharmacy practices.

Alaska Statute 08.80 describes State of Alaska pharmacy law. Though the statute has been
amended slightly over the years, it has not kept pace with changes in the practice of
|%harmac_y. ne board member describes the present statute as “woefully out of date.”

ecent introductions of prescriptions by facsimile machine and home infusion, for example,
are not presently covered by Alaska statute. The board has additionally identified the need
for more board meetings per year, but has not yet been able to revise the statute to require

additional meetings.

In recognition of the many recent changes in the practice of pharmacy, the National
Association of Boards of Pharmacy has developed a model act for Boards of Pharmacy. The
model act is designed to address changes in the practice of pharmacy and to g{lve individual
boards a starting point for drafting their own legislation. Though the model does provide
a framework for drafting new legislation, it will require significant tailoring to ensure that
the proposed hill is in compliance with the constitution.

9
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The public should have the benefit of statutes that are curren with professional practices.
Some of the changes suggested by the model act have been necessary for several years and
there is no certainty that the required bill to adopt these changes will be introduced this
session. We recommend that the Board of Pharmacy statute revision process be initiated
without further delay.

Recommendation No. 5

The Department of Commerce and Economic Development éDCED) should continue to work
with the Office of the Governor. Office of Management and Budget (OMB) in establishing
fee levels for occupational licensees that are more reflective of the actual regulatory cost of
the occupation.

The Division of Occupational Licensing’s (OL’s) methodology for determining FY 93 fees
allocates costs to a board or occupation In one of two ways. Some costs, termed direct costs
by OL, are directly distributed to a specific licensing program. Direct costs include
personnel assigned to one specific occupation, travel associated with board business, public
notices of board (F.roceedmgs, and printing of board applications and statute booklets. Other
costs, termed indirect costs, are allocated based upon the percentage of licensees in each
occupation compared to the total number of occupational licensees. These costs include the
expenditures associated with licensing examiners’, investigators', hearing officers’,
management’s, and clerical staff's time.

Effective August 24, 1992. DCED was required to establish fee levels so that the total
amount of fees collected for an occupation apprommatelg equals the actual regiulatory costs
for that occupation [AS 08.01.065(c)]. Prior to FY 93, DCED could establish fees that
reflected, but did not exceed, the actual costs of the activity for which the fee was charged
and could establish a fee at less than full cost if they deemed it unreasonable to impose the
full cost of the activity on the licensee.

Our office and OMB have both reviewed OL's cost allocation methodolo?y to determine if
it is sufficient to meet the requirements of AS 08.01.065(c)." Both our office and OMB do
not believe that OL’s cost allocation methodology distributes costs reflective of the actual
effort spent. The primary disparity involves the classification of licensing examiners',
investigators’, and hearing officers' time. The manner in which these three categories of
employees’ cost have been allocated prior to FY 94 can cause occupations with a large
number of licensees to absorh costs that are not associated with the actual effort spent
regulating their profession.

In addition to our concerns with OL's cost allocation methodology, we found problems in
how they distributed costs in their calculation of a two-year average of expenditures used in
determining FY 93 license fees. The percentages applied to allocate indirect costs were not
always correct. These inconsistencies were caused by formula errors on spreadsheets
prepared by OL staff.  Also, documentation supporting some expenditures on the
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spreadsheets has not been retained. As discussed with OL staff, we recommend that OL
retain original supporting documentation in their future distributions of costs.

In thei; September 1993, OccupationalLicensing Fee-Setting Policy Assessmentreport OMB
made seven recommendations to OL on how to allocate costs so that the intent of
AS 08.01.065(c) is met. According to OMB's report, “A follow-up review for this project
w ill be scheduledfor March 1994.” DCED has recently indicated that, for the determination
of the FY 94 fees, they will allocate costs for licensing examiners, investigators, and hearing
officers based on estimated time spent by those employees, with periodic adjustments to
actual time spent in accordance with our office and. OMB’s recommendations. As of
October 1993, the allocation of direct .and indirect costs using FY 93 expenditure data has
not been.performed,

DCED should continue to work with OMB in establishing fee levels for occupational
licensees that are more reflective of actual regulatory cost of u.e occupation.

Recommendation No. 6

OL should, in conjunction with the E(i_ual Employment Opportunity Office (EEO). review
the Board of Pharmacy licensure application form to assure that personal questions of a
potential discriminatory nature are essential for prudent licensure.

The pharmacy application requires a photograph of the candidate. EEO within the
Department of Administration. Division of Personnel discourages agencies from asking
applicants information on sex, height, weight, and hair and eye color. If an aﬁpllcant were
denied a license, the hoard or OL may find it difficult to prove that there was no
discrimination involved if this type of information had been provided to the board members
reviewing the application for licensure.

The pharmacist application form used by OL should be reviewed with EEO to make sure that
a photograph is pertinent to the licensure of pharmacy candidates. OL indicated that one of
the reasons ﬁhotographs are required is to prevent fraud when a licensee moves from one
state to another. 1T a photograph is considered necessary for identification, to prevent fraud
or for other reasons, it should be separated from the application prior to review of the
application for licensure.

-11-
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Recommendation No. 7

OL should request statutory changes to AS 08.01.050 and AS 08.01.070 to clarify
responsibilities for the taking of board meeting minutes and production of an annual report.

Alaska Statute 08.01.050 establishes DCED’s administrative duties for professional Iicensing
boards. Alaska Statute 08,01.070 identifies the administrative duties of the boards. Include
in the board’s responsibilities are the taking of minutes and records of all proceedings,

forwarding of a draft of the minutes of proceedm(};s to the department within 20 days after

the proceedings, and submission of an annual Eer ormance report to the department before

Ehet_end of the fiscal year. However, we found that OL rather than the board performed these
uties.

For example, the licensing examiner is responsible for tape recording aboard proceedings,
recording votes, caking notes, and preparmq_the minutes. OL also compiles much of the
information in the board’s annual report. OL has the records needed to determine statistics
such as the number of licenses issued and examinations given and passed.

We recommend that OL review the statutes and request changes that reflect actual
responsibilities and timelines that are both practical and timely.

Recommendation No. 8

OL should develop and implement written policies and procedures for reporting potential
violations of the Executive Branch Ethics Act to the Department of Law FLaw).

The Alaska Executive Branch Ethics Act (AS 39.52) requires memuers of boards and
commissions to disclose potential violations of that Act to their designated supervisor. The
designated supervisor for members of a hoard is the chair or acting chair of the hoard.
Functionally, OL staff advise the professional licensing boards as to the reporting necessary
for compliance with the Ethics Act, as does Law. Disclosures by board members are
compiled by OL for submission to Law. These reports are required to be submitted on a
quarterly basis. Law reviews these submissions and makes available to the public a
summary of the reports received with sufficient deletions to prevent disclosure of a person's

identity.

These re(forts have not been submitted in a timely manner. In 1991, no reports were
submitted to Law. In 1992, reports were submitted three to six months after the end of the
quarter. In 1993, the first two quarters’ reports were submitted in July. In addition, division
personnel have indicated that there is some confusion as to what should be reported. While
staff at Law believe that OL understands what should be reported, written policies and
procedures governing the reporting of Ipotent!al ethical violations would benefit OL as well
as board members. There would be clear criteria for OL staff to follow as to what should

be reported as well as when it should be reported.

-12-
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ANALYSIS OF PUBLIC NEED

Limited Analysis

The following analyses of hoard activities relate to the public need factors defined in the
“sunset” law, Alaska Statute 44.66.050. These analyses are not intended to be
comprehensive, but address those areas we were able to cover within the scope of our
review,

The' extent to which ,the board, commission, or program has operated in the public
interest.

According to the hoard’s annual reports for the fiscal years 1990 through 1993, the hoard
has licensed more than 100 new pharmacists and 62 pharmacies and drug rooms. In
addition, the board has inspected a number of retail and wholesale Eharmames. During the
last two years, the board had added to its licensing res[g)on3|b|l|t|es, y addmg the categories
of Out-of-State pharmacies and Related Facility ru? Rooms. ~ The hoard has also
administered the National Association of the Boards of Pharmacy Examination for five
candidates in the last three years.

The board has developed goals and objectives. One of the major accomplishments of the
board is the draft of new statutes and regulations. Some of the areas included in the drafted
legislation, such as an increase in the number of annual meetings, address items that the
board has listed as goals for several' years. Unfortunately, the proposed hill has not yet been
presented to the legislature and many of the new regulations cannot take effect until after the
statute is amended (see Recommendation No. 4).

Another goal described in several annual reports is the inspection of pharmacies. The board
believes that on-site inspections of pharmacies are necessary to protect the health of the
consume!, but has heen unable to conduct these inspections for rural pharmacies. The board
does not receive funding for travel to remote areas and does not currently have a board
member from those areas (sce Recommendations No. 2 and 3). Many pharmacies that are
inspected have minor infractions that require follow-up visits to ensure that problems have
beedn c%rrected. This follow-up rarely occurs as the board has neither the staff nor the time
to do them.

adoptedhand-dily other matter; including budgetary, resource, and personnel matters

Over the last three years, the board has consisted of members from three major geograghic
areas of the State: Southeast, Southcentral, and Interior. The distribution of hoard members
has not completely met the requirements of the statute creating the board (AS 08.80.010)
which says, In part: "Whenever possible, the board shall include at least one memberfrom
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each judicial district” The Northwest region of the State has traditionally not been
represented on the Board of Pharmacy. Over the last few years, however, board members
from various areas around the State have been replaced with new members from the
Southcentral area. The board is now comprised of six members from the Southcentral area
and one from the Southeast area. Boards and Commissions reBorts that, for the last round
of appointments, there were applicants from the Interior region, but none from the Northwest
region.

Board members are chosen based on a variety of qualifications ranging fromJob experience
to letters of support. Because the statutory regional representation is worded as “whenever
poss_i(l:j)le. ; ", Boards and Commissions has interpreted regional representation as an optional
consideration.

The concentration of board members in the southcentral region affects not only the ability
of the board to do inspections, but board members’ availability to the Bu lic and to
Bharmamst candidates, who must take the jurisprudence examination from a board member
efore they can be licensed (see Recommendation No. 2).

mam

As discussed above, the hoard has recommended significant changes to Board of Pharmacy
statutes and regulations. Board members report that these changes are necessarg to address
current pharmacy practices and concerns. Some of the issues addressed Dy proposed
legislation are prescription by facsimile machine, home infusion, and the number of annual
meetings. Board members have also commented that the existing statute covers some issues
more appropriately found in regulations. Accordingly, the board has worked extensively on
both statute and regulations revisions.

The extent to which the board, commission, or agency has encouraged interested
persons-Jo reportlolihcoricerniiig the effect of its regulatioiMah&iclecisions on the
, and availammWam

provided/<fAAAAN_ ] S w&'a <

The Division of Occupational Licensing has published #)ublic notices of all examinations,
meetln?s and regulation changes. A period of time for public comment has also been

available at each public meeting.

The extent to which the board, commission, or agency has encouraged public
participation in the making ofits regulations and decisions.

Each board meeting has time allotted for public comment. The public has been encouraged
to use these public comment periods to express concerns and obtain information from the

-14-
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board. The public comment period for regulations changes also assures that the public has
the opportunity to participate in the regulatory process.

The efficiency with which public inquiries or complaintsregarding the activities ofthe
board, commission, or agencyfiled with it, with the department to which a board or
commission is administratively assigned, or with the Office of the Ombudsman have
been processed and resolved.

During FY 90 through FY 93, the Division of Occupational Licensing investigative unit
investigated 20 cases against pharmacies, pharmacists, and unlicensed pharmacists. Of these,
all but one were handled in a timely and efficient manner. There were no complaints at the
Office of the Ombudsman.

Y-y
The extent to which the boareher commission which regulates entry into an occupation

or profession has presented qualified applicants to serve the public.

Accordin? to the board’s June 30,1993 Annual Regort, 409 pharmacists are licensed by the
State. Of these, 20 were licensed in FY 93. The board ensures the qualifications of these
members through screening of applications, examination and continuing educaiion
requirements. In testing of the licensure procedures, we found no instances of the licensure
of unqualified applicants.

The extent to which state personnel practices, including affirmative action requirements,
have been complied with by the board, commission, or agencyJo its'own activities and
the area ofactivity or interest. K

The application form for the Board of Pharmacy contains several questions which have been
questioned by EEO (see Recommendation No. 6).

The extent to which statutory, regulatory, budgeting, or other changes are necessary to
enable the agency, board, or commission to better serve the interests of the public and
o comply with thefactors enumerated in_this subsection. i - -
As discussed above and in Recommendation No. 4, the few statutory and regulatory changes
made in the last few years have not kept pace with changing practices in the profession. The
board has reviewed and approved a Model Pharmacy Act provided by The National
Association of Boards of Pharmacy. The bill stemming from the model ?:t would address
many of the changies in the profession as well as the need for more meetings annually. At
this point, the bill has neither been reviewed by legal counsel nor introduced hy the
administration or the legislature. Please also refer to the previous section, Findings and

Recommendations.
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APPENDIX A

Department of Commerce and Economic Development
Board of Pharmacy _
Schedule of Revenues Compared with Expenditures

(Unaudited)
(Note I)
Revenues ote 9 $49,630
Expenditures (ote 3) 61.222
Excess of Expenditures over Revenues ote 3) st1 1.592)

Note 1

The Schedule of Revenues Compared with Expenditures was Prepared from discussions with
Division of Occupational Licensing (OLP personnel and from OL prepared documents
comparing revenue and expenditures for fee determination. The records were not audited
by us and, accordingly, we do not express an opinion on the Board’s Schedule of Revenues
Compared with Expenditures.

Note 2

A significant portion of revenues is comprised of license renewal fees. For the current fee
structure, see Apgendn_( B. Licenses are renewed biennially. Because of the renewals,
revenues vary substantially rear-to-year. Therefore, OL combined revenues collected in
FY 90 and FY 91 and calculated an average in order to obtain a.representative amount of
annualized revenues collected for comparison with expenditures.

Note 3

Expenditures consist of direct costs resulting from board member activities, §i.e., travel and
per d|em? and an allocation of overhead costs of OL. Our understanding of the allocation
methodology is discussed in Recommendation No. 5 of this report and Is the subject of a
September 1993 Office of Management and Budget (OMBg, Division of Audit and
Management Services report entitled OccupationalLicensing Fee-Setting Policy Assessment
Both our office and OMB do not believe that OL's method of ﬁlocatlng costs to a
professional licensing hoard distributes costs reflective of the actual effort spent regulating

their profession.

ALASKA STATE LEGISLATURE division OF LEGISLATIVE AUDIT



APPENDIX B
Department of Commerce and Ec&”affiic Development
Board of Pharm *
Application, License, and Other Feesl

Application and Other Fees.

Type of Fee Amount
Application $50
E .animation fee 150
Temporary license 50
Emergency permit 90

License Fees
Initial and Biennial

License Category Renewal Fees
Pharmacist $180
Wholesale drug dealer 200
Retail pharmacy 200
Hospital pharmacy 200
Hospital drug room 200
Nursing home and related facilities for in-patient dispensing 200
Registered pharmacy located outside of the State 100
Pharmacy Intern 50

‘The licensing fees charged by the Division of Occupational Licensing for the Board of Pharmacy arc set out in the
Alaska Administrative Code at § 12 AAC 02.310. The last fee change for this board was effective May 28. 1993.
According to Division of Occupational Licensing staff, at this time there are no planned fee changes for this board.

:The Division of Occupational Licensing is also authorucd to charge administrative fees. Administrative fees include:
duplicate license fee. photocopying fee. and penalty fur reinstatement of a registration, license, permit or certificate which
remains lapsed for more than 60 days.

'The next biennial renewal period for the Board of Pharmacy is June 30. 1994.
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WALTER J. HICKEL
GOVERNOR R C.Box 11Q00I
Juneau. Alaska 99B11-00Ql
(BQ7) A6 F-3SDO

State of Alaska

office of the governor

JCNEAU

November 15, 1993

Mr. Randy S. Welker
Legislative Auditor

Division of Legislative Audit
P.O. Box 113300

Juneau, AK 99311-3300

Dear Mr. Welker:

Il am responding to your request for a written response to preliminary audit report 08-1421-93
Department of Commerce and Economic Development, Board of Pharmacy dated October 26,

1993.
Three corrections to the report are as follows:
Page 7, Recommendation No. 2, 1stparagraph:

1) In the last three years, there have been no applicants from the Second Judicial District,
and only one applicant from the Fourth Judicial District.

2) The previous board member from Fairbanks did not apply for reappointment to a second

term.

Page 8. Recommendation No. 2, continued, 3rd paragraph:

3) No Board of Pharmacy members were recruited by the Office of the Governor to fill
specific Board of Pharmacy positions. Members of the public were provided information about
vacancies on boards and commissions, and individuals chose to apply for specific seats on
specific boards. The Office of the Governor, Boards and Commissions, is pleased to continue
statewide informational programs about participation on boards and commissions, and will
continue to strive for balanced geographical representation on all statewide boards.

Thank you for the opportunity to comment.

Sincerely,

K-istie D. Leaf
Director, Boards and Commissions
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WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT SONERS ALhsin 99811-0800
OFFICE OF THE COMMISSIONER EEQ:NEQ:(W()Q%?SSSESOO
November 29,1993
M |§%rt]|de g‘tor
Egjs atlv é‘u t & Audit Committee - s ¥
IVision o atlve Audit

P.0. Box 113

Juneau,A]l% 95911
Dear Mr. Welker:
Thlﬁ IS written . In res one to the Aud|L Division’s I%herel Lter "Auglt"

L minary, audit e E ssg erformance rev Boar
armac herelna ter o?

epartmeﬁt Smceonngﬁfn(%g o Au 3 It’s

conoml fevg opment’s elnater
preliminary findings ana recommendatlons

Response tRecommendation No. 1
The statutory provision for the Board of Pharmacy should be extended _until

The De artmer]t C ncur? with thjs recommendation, i}] |o
I|cfensm g alified professionals Is necessary to protect the ea
afety and welftare.
Response to Recommendation No. 2
ffig.e_of the. Governor,..Boards an hwld- apomt Board of
Qhaﬂnacymem ersin aécor ancewﬁhi 5 S

he De artment concurs WIH] this recommendatlon However, it |a out of the
epart ent’s control fo see that this recommendation is implemente

Response to Recommendation-No. .3

The Board of Pharmacy..should review pharmacy inspection proce ures to
ensure tﬁat pharmacies |ynspected arelmpaPtlaIIyse}/ecte (! vﬂ
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Mr. Randy Walker 2 November29, 1993
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EWHIE claritied that anytlme here IS ac %nge 0f 0 Oners ID. orc an e |n
oca |on ol d p%armac an Ins 8 g}Oﬂ would berequire Again, {
nnn%npropose regu ations a ave not even oeen put out fOf pub IC

ln ort(ant question is Whgéher the Board should coanue with mspec(tlo S.
e Boar contlnueﬁ fo address thi [s topic. at board meet mgs an ﬁ
dat once a worka eso ution has been determned, mata

epartment con(iurs i
ste s must be clarified in re%ulatlon However, there are. many variahles |n
Stdenng statew1de |ns ettion t[)rogram 6., the vast size ofthe st sate
ocation 0 ar me a”t% he” cost to |Pslp c}t each phar a
e artmer] leves t at ItWI e Some tlme? ore this |ssue IS f settIe
stron% recommen p)e Ins E)GCIIOH unction be se% te rg
oardsre ons 101lity S0 t att e board can act as an impartial'body It an when
Icensing action Is required.

Besponse-to Recommendation No. 4

T[t]te Leg|slature should revise Board of Pharmacy statutes to reflect current
pharmacy practices.

The Department concurs with this recommendation.
Response to Recommendation No. 5
.2 Department ot Co conomic De e DCED) shoul
cn uep ork wi m ti‘meot] (governor H$ Pi\/lg ge ent ang
% %ln‘est ee levels for occupational licensees t at are more
re leCtive ofthe actua regu ory cost oft e occupation.
Duyring 1993, the division accomplished fee revisjons for all pro eas to
!H fﬂrogramenpdensg ‘ﬁtec curatlons were t)ase upon g[l gva ame tfata
regar Irect and In nectprogram COSIS.
Concer s were voiced by various boards regardl thelrfee ncreasea ro am
COSS. % SR/IE?n Hese concerns, the dep rtm requese Nl t
rewew rocenes Use |nc lcu ating ense ceo
ana ement and Bu ﬁ t was co(ﬁ) Iee g ctoher.
recommendatlon? Fect costs Inclu entat] on

tlmekee Ing re orft(flrc%%sllnm%@ Investlgators an heann Icers
8een|mpl mente ef?ectlvetuly fgl bythet& Ivision.

6\@5 audit recom\mended a caP dpn Jrncrement%l fee Increases oL no mor than
ﬁ ercent pes licensin B |io h{s IS lematic Inasmuc a)sMEpEacg
m|t n recovering the actlal cost of licehsing the profession. udget
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ﬁvre er placed an eve
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ocomgé/wrtﬁ
|s an |C|§ae ave Serious

1fur srn 0
sont eboar sab Ities t wrth th rr
sauor

om
an a] dF resen scheme once P %r S expende
IS "acc e Timit for fee | (aea énssmen%sun rec mmen
atron? In accorgance w oar ectively be shu
own (5 {emarn er of thf frsca ear. econse ences ave tentia
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? en |n|% oca(sron 10 LB&A 10 alle\rratet harsh consequences, but failing
vorable consideration must control its expenditures.

The drvrs on does not fu\IA)/ concur with the audrt erdrngs that errors were made
Eh(th% cu atono a two-year a\vera ?Xé) r“tur used to determine the
|cense ees and as g result, license fees

not truly reflect t e c st of
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obtaine rom t e state account nng y aa
es 0

nue In caIcuIatrn atwo ear avea e was based Q rn rma on
a real %ossrhrtr
{

S
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ormation Iyision cannot agree with this oth audit an
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Responseto Recommendation No. 6
QUshoidd.In conjunction with the Equal Employment Office (EEO). review the
of a potential discriminflf.nrv nature are essential for prudent licensure.

The Department has been wor mH towards uh)vd tqu a)ll of its lice srng
E%p ications with_emphasis towar St merrcan zirrldtres ct.and als
concerns. Because of tm ¥ cansiderations |nvo 5 In revrsrng our
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Response tOiRecommendation No. 7
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Response to Recommendation No. 8
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The Department agrees and. |II ly with this recommendation. A writte
cedu[re develop g sta cﬂrgg yIrmr ed 1o rnc?ude (qrdrecqrves or. stapf
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All otber pollca/ I|%rocedures mter e ations, and ertten dlrectlves for What
must be reported muyst com romﬁ eé) HtrBento ance on H
memper must rePorta ontlict, what 3hquld be re orted confirmation of what
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Th? Depar tment has %skﬁd for wr| ten directive fr%\m thfe epartment of Law,
N ayhnans terms, ﬁ_ clarjf%s ese. matéers ny forthcoming directives
rom'the Departmeént of Law will be distributed to board members.

Thank you for this opportunity to respond. [fm de artment can assist you in
IR SRR ol es? Y Oe; y

. Sincerely,

PF/IW/dgl5294D
112993

cc. Karl Luck, Director, Division of Occupational Licensing





