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Johnson and Chief of Quality Assurance Tony Barter’s extensive research which 
included a visit to a test center in Finland, has made little to no effort to implement 
policy that would have dramatically reduced stud related road wear. Mr. Barter 
was able to substantiate and verify the accurate and unbiased research conducted in 
Europe.

We know that at some point, possible liscal 1996-1997, DOT encouraged 
enactment of a state law that would have mandated the use of lighter studs. For 
reasons never explained to me the legislation did not succeed and the state lost an 
early opportunity to prevent 50% of the road wear caused by studs. During this 
time Johnson’s Tire Service encouraged the passage of legislation that would have 
required the use of the lightweight environmental stud.

DOT, expressed their opinion to us duriug this time that they could already 
see a decrease in stud related road wear thanks to the studs we were using and the 
volume of tires we sold. They also applauded our voluntary efforts and our 
commitment in using the new technology that provided tremendous benefits.

At some point during this process and because of the state’s unwillingness to 
act on this proven technology, I must say that I considered relenting on my position 
and going back to heavier studs. From a purely business sense, it didn’t seem 
prudent to expend the extra money for studs that caused so much less damage when 
the state, knowing full well the benefit of the lighter studs chose to take no action.

I believe I made the right decision to stay my course knowing full well the 
benefit the studs we install have continued to provide in less road damage for these 
nine years.

It is my firm belief that decisions makers may be receiving less than 
forthright information concerning non-studded winter tire technology, specifically 
non-studded siped or friction tires are said to provide the same level of traction as 
studded tires. This is totally erroneous and we are prepared to bring tire engineers 
to Alaska who are unbiased and would provide factual information about the myth 
of these statements.

Some officials appear to be making inaccurate statements and spreading 
misguided information that the majority of road wear is caused by studded tires. 
Studs do cause some damage, but not to the extent represented by some parties. 
However, the environmental technology studs cause 50% less damage that the 
antiquated heavier studs.

All tires cause road wear, small tires, large tires, studded tires and non- 
studded tires. Once again we are prepared to bring, at our expense, professionals 
and engineers from VTI back to Alaska to address these issues once again oO there 
can be no questions and to deal with the erroneous information being propagated 
concerning studs, studded tires, road wear and road conditions.



The legislation being considered, as a revenue generator, has no positive 
effects whatsoever. This is the first step to discourage or possibly ban studs 
altogether. If passed, some people who can easily afford it will shrug and pay the 
fee. Others less fortunate who cannot afford the extra S40.00 may not purchase 
studded tires and put they or their loved ones in harms way.

Injuries, possible loss of life and property damage will go up with the 
discouragement and/or banning of studded tires. In order to provide traction for 
those who can’t afford or won’t pay this TAX, the state will have to use more sand, 
gravel and chemicals that will decrease air quality and create other potential side 
effects. This will also significantly increase cleanup costs each year.

There is also a serious negative potential to tire businesses. The smaller 
dealers will quite possibly experience severe hardship in tryiug to sell studded tires 
and seasonal changeovers. Less people using studs means less studs to install and 
taken off during those seasons. I see the potential of smaller tire businesses going 
out of business. Less business, even for the bigger tire dealerships, means less 
employees will be needed during those normally busy times in the spring and fall 
when studs arc taken off and put on, causing an increase in unemployment.

At best this legislation, if passed, will encourage consumers not to purchase 
winter studded tires putting them at risk. There are environmental issues that need 
to be addressed. Injuries to Alaskans, possible loss of fife and damage to property 
will increase with the additional effect of raising insurance rates. This legislation 
will cause undue harm to business.

If there is to be a tax to raise revenue, let us be reasonable and fair. If the 
state needs money tax every tire sold in the state and start it immediately. Place a 
tax of S2.50 on every passenger car and fight truck tire sold and a somewhat higher 
tax on every medium truck or commercial truck tire sold. The effect of such a tax 
would be fairer and actually generate more revenue than the proposed legislation.
It would also not endanger anyone and would not single out any one group to be 
taxed.

If this user fee is enacted as written, Johnson’s Tire Service would have no 
motivation or incentive in using the environmental technology studs. We would 
have little recourse but to start using heavier studs again. We have done our best to 
be a good citizen for nine years in the hope that the state and our fellow tire dealers 
would follow our lead. So far that has not been the case. If this legislation is 
enacted, the potential for significant additional road wear caused by studs will 
increase due to the large volume of tires we sell.

I cannot tell you how passionate I am on this very important consumer and 
safety issue. I encourage you in the strongest possible terms to prevent the flawed 
legislation from becoming law.
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I thank you for you time and consideration in the very important matter. I 
am at your disposal for discussion and further input. I can be reached in 
Anchorage at 907-562-7090.

Respectfully,

Jim Johnson, President 
Johnson’s Tire Service
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T̂TI ©F Tony KnovAes, GOVERNOR

DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES

SOUTHEAST REGION

6060 Glacier Highway 

Juneau, Alaska 99801-7999 

PHONE: 465-4481

February 2, 1995

Re: Tire Studs
Wear Resistance 
Finland Report

Jim Johnson 
Johnson Tire Center 
3330 Denali 
Anchorage, AK 99503

Dear MriJottnson:

As you are aware, our Department has been promoting the use of lightweight tire studs as an 
excellent way o f  reducing the rate o f  pavem ent wear on our highways. Studded tires were 
developed in Finland and all Scandinavian countries now require the use of lightweight tire studs to 
cut pavement wear.

W e in the Department of Transportation are aware of the concerns o f  some tire dealers that 
lightweight aluminum bodied studs may w ear more rapidly that the conventional steel bodied tire 
studs. For that reason, we have arranged the translation from Finnish to English o f  a recent article 
and test report on the rates of wear o f  both alum inum  and steel bodied tire studs during 30,000 
miles (50,000 kilometers) of tire use and w ear. The results demonstrate that the best of the 
aluminum bodied studs continued to perform better than steel bodied studs over time and miles of 
use. A copy of the report is attached for your information and for sharing with your customers.

If you have any questions or comments, please do not hesitate to call me at 465-4481, or call our 
Research Office at 465-6956.

Sincerely,

G inger Johnson 
Project iManager



CENTRAL REGION - DIVISION OF CONSTRUCTION AND OPERA TIONS 
HIGHWA Y CONSTRUCTION

DEPARTMENT OF TRANSPORTATION 
AND PUBLIC FACILITIES

STATE OF ALASKA

Anchorage, Alaska 99519-6900 
1907) 269-0450 

Fax (907) 243-5092

P.O. Box 196900

Tony Knowles, Governor

August 19, 19 99

Jim Johnson 
Johnson’s Tire Service 
3330 Denali Street 
Anchorage, Alaska 99503

Dear Mr. Johnson,

Thank you for your letter of August 6, 1999.1 have reviewed your request to restate the 
departments desire to minimize pavement wear along the highway system. As you have 
indicated, this can be accomplished by better engineered pavements and the use of lightweight 
studs or environmentally friendly studs. Our mutual goal of reducing maintenance costs and 
providing safety for the traveling public can best be accomplished by the continued effort of the 
tire dealerships in distributing lightweight studs. Therefore, the ADOT approves of any tire 
dealership to use the following quote: “The Department of Transportation Approves and 
Recommends the use of Environmentally Friendly Studs.”

Thank you for your continued efforts in supporting the department’s goal of legislating towards 
lightweight studs.

Sincerely,
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K IOnt XHUrrlli, COVlgSOR

DEPARTMENT OF TRANSPORTATION 
AND PUBLIC FAdLITTES

SSOCl. TUDOKKOAD 
ANCHOKACl, AlASKA 91S0 7A2 1S

ENGINEERING DIVISION P**3***3™ tsonuwn
August 22, 1997

Jim Johnson 
Johnson"s Tire Service 
3330 Denali Street 
Anchorage, Alaska 99503

Dear Mr. Johnson,

I am forwarding a copy of the legislation which wa3 introduced during the 1996-1997 
legislative session in regards to regulating the weight of studs. Please note there were 
a number of errors as originally proposed and as such I have included 
recommendations for amendments.

I must compliment you on your devotion to market "Environmentally Friendly Studs". 
Historically we have identified these as lightweight studs. Your efforts to supply the 
market with this new technology has greatly assisted the public in reducing road wear 
from tne abrasive action of studded tires. Controlled studies from the Scandinavian 
countries would suggest the continued use of environmentally friendly studs can reduce 
pavement wear by as much as 50%. Random review of pavement wear rates in the 
Anchorage area suggest a reduction of rutting. This can be contributed to a higher 
usage of lighter weight studs and a change in the mix design policy by the Department 
of Transportation.

I would encourage you to continue your efforts to market the "Environmentally Friendly 
Technology" as we form a partnership in solving this problem. If I can assist you further 
please give me a call.

Sincerely,

Tony darter, P.E.
State Materials Engineer

AUG-22-97 FRl 4'.25 PM QOCOCOOl
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The Legality of Studded Snow Tires

Return to Winter Tire Info
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To: All Customers

Service Bulletin #96 
August 8, 1997

PROPER TIRE STUD INSTALLATION 
PASSENGER AND LIGHT TRUCK MUD & SNOW TIRES

For satisfactory stud performance in tires, follow the instructions belov:

- Kake sure the correct size scud is selected. Refer to the tire 
product manual and/or tire label for this information.

- Apply only water or tire lubricant to the smd hole and/or 
studding tool for easier stud installation and proper stud 
seating. Absolutely NO PETROLEUM BASED LUBRICANTS should be used.

- Install stud so it is perpendicular to the hole. Studs installed 
at an angle greater than 10 degrees will not seat properly into 
the tire and may cause premature stud failure or ejection.
Providing proper support to the inside of the tire while studding 
is essential to ensure vertical stud installation.

- All new studded tires require a break-in period. Advise the 
consumer to drive carefully during the first 50 to 100 miles and 
avoid hard acceleration, braking, and cornering in order to allow 
for proper stud seating.

A properly installed stud should appear to be nearly flush with the tire 
surface as illustrated below. Only the pin tip should protrude (1/32" to 
2/32") above the surface.

Always follow all safety instructions and equipment operating directions 
provided by the manufacturers of the studs and stud-installation equipment.

If you wholesale tires produced by Cooper to other dealers (sub-dealers) or 
have branch stores, each should receive a copy of this Service Bulletin.
Please advise Cooper or your supplier of che number of Service Bulletins that 
are needed for these locations and we will provide them at no charge. You may 
order this Service-Bulletin through the Consumer Relations Department, Cooper 
Tire & Rubber Company, Findlay, Ohio 45840.

CONSUMER RELATIONS C Q O P E P I  T I R E  S .  R U B B E R  C O M P A N Y



Kinetic Forces of Studs on Pavement

Time

12



Cr
as

he
s 

on 
Sn

ow
y 

/ I
cy 

R
oa

W
ay

s

Accidents on Snowy/Icy Minnesota Roadways for the 
Three-Winters of 1968-71 and the Winter of 1971-72
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October 22, 1990

Enoch Turner

Region Hanagar, Ccmnarcisi Products 

Seattle 68600

S V B j l C T  ! T i r a  S c u d d in s r

to'a r e c e i v e d  a n  i n q u i r y  from  A l a s k a  r e g a r d i n g  l o c a l i s e d  d r i l l i n g  a x  h a l e s  

i n  a r d a r  co i n s e r t  s c u d s  f o r  i n t i r o v a d  i c a  c r a c c io n .  We d id  acme
 ____»    i _ t ___ • i 1     <  ̂ .

T he  s i c  a and d e p th  o f  th e  s t u d  h a  . l a s  a s  w e l l  aa  t h e i r  l o c a t i o n  i s  v e r y  

im p o r t a n t  ta  eha a f f a c c i v e n e s s  o f  t h e  s t u d d in g  and. c h s  d u r a b i l i t y  o f  . 

b o t h  t h e  a t u d s  an d  th e  c i r a , A r b i t r a r y  and  u n c o n t r o l l e d  d r i l l i n g  o f  
h o l e s  c a r r o t  b e  co n d o ned  b y  G o o d y e a r ,  S t u d  r a t a n c io n  i s  q u e a t io n a b l s  
a n d  d am age  to  t h a  b e l t s  i s  p a s s i b l e .

T ha f a  H e w in g  i s  a  q u o ca  f ro m  t h e  T i r a  I n d u s t r y  S a f a t y  C o u n c i l  b r o c h u r e  
t i t l e d  S tu d d e d  T i r a  S a x  any  a n d  H a d n c a n a n c e  G u id e :

" S t u d s  s h o u ld  b e  i r s c x i l a d  o n l y  in . t i r a s  d e s ig n e d  f o r  s t u d d in g

w h ic h  harva t h e  p r o p e r  h o l e  l o c a t i o n  .a n d  s i n e  n a l d a d  i n t o  t h a  c i r a
t r e a d  d u r in g  c h a  m a n u f a c t u r i n g  p r o c e s s .  T i r e s  a h a u ld  be s t u d d e d

o n l y  w han t h e y  a r e  n ew , b e f o r e  c h a y  h a v a  b een  r u n  o n  che  r o a d .

O nca c i r e s  h a v e  b een  u a e d ,  d i r t  a n d  f r o z e n  m a t t e r  w o rk  c h a i r  w ay

i n t o  s t u d  h o l e s  and  c a n  r e s u l t  i n  in n r o o e r  a e a t i r g  a x  th e  a t u d s .

A l s o ,  a s t i r s a  w a a r  down w i t h  u s e ,  t h e  d e p th  o f  t h a  s t u d  h o l e s  a l s o

d a c r e a e e s ,  r e s u l t i n g  i n  a c c c a s s  s t u d  p r o t r u s io n  i f  a t u d s  a r e  a d d e d

lacar.1'
*

we a l s o  f a l l a w a d  up w i t h  th e  P .u b h e r  K e n u f a c t u r s r s  A s s o c i a t i o n  (R2iA ) and  

t h a y  c o n c u r  c h a t  th e  above  i s  a l s o  S h A 'a  p o l i c y .

we a c t a  v a  c a v a  s e e n  a r e a  to  a n s w e r  -   -------'■

H rK jf f~|'
Product Hanager

h r o a d  h a r k s  c Pa3 = a n g e r  T i l  a s

H D H a c d o n s ld  

k j a / 8 / 2 1 / 1



YOKOHAMA TIRE CORPORATION
CORPORATE OFFICE
P.O. BOX 4550
FULLERTON, CA 92834-4550
PHONE: (714) 870-38C0 (800) 423-4544

»

Septem ber 20, 2000

Del-Nat Tire 
Mr. Bob Gardner 
2365 Texas Drive 
Memphis I N  38106

Dear Mr. Gardner

The Yokohama Tire Corporation does nor recommend or condone the application o f  studs and/or 
stud hole drilling o f any non-studdable product A s studdable products are designed and 
engineere 1 to accept the use o f  specifically sized stud pins we do not endorse the use o f studs on 
non-studdable products or the use o f  incorrect studs on studdable products.

Sincerely,

■Darren Thomas 
Manager, Product Planning

cc: M . Mock
R . Brennan



\ COOPER  TIRE
/  A i i c n r r A M r r o c a n ,NORTH AMERICAN TIRE DIVISION COOPER TIRE & RUBBER COMPANY

701 UNAAVETHNOUXOH 45340-2315’ (419) 4 2 > i m i^VVVV/.CDCP6rrTaH.CC>(

September 1 9 ,2 0 0 0

Mr. Bob Gardner 
Del-Nat Tire Corporation 
2365 Texas Drive 
Memphis, T N  3 8106

Dear Bob:

Per our conversation, any modification to a Cooper produced product outside o f  the 
original manufacturing process is strongly discouraged. Any modification such as 
drilling additional stud holes, adding additional siping, etc., will void any Cooper 
warranty, especially for failures that are directly or indirectly a result o f such 
modifications. Additionally, these types o f  modifications can alter the handling and 
performance capabilities o f  the tire.

Any Cooper produced tire that has been modified wfl] not be considered for credit 
and any property damage claims resulting from, a modified tire will be the 
responsibility o f  the party making said modifications.

I f  you liave any questions concerning this policy, please feel firee to give me a calL

Sincerely,

Steven L. Kettennan 
Account Manager

cc: S. F. Cramer 
W. R. Hansen



nokian 
^  TYRES

September 19, 2000

Mr. J. Johnson 
Johnson's Tire Service 
33rd & Deanli 
Anchorage, Alaska

Dear Jim,

This letter will confirm our recent discussion regarding the drilling of studs.

Nokian Tyres, Inc. does not recommend the drilling of tires for stud application. 
The size, depth and location of the studhole are critical to the effectiveness, and 
durability of the stud and the safety of the tire.

Nokian Tyres, Inc.’s policy is to prohibit this practice and state that the drilling of 
any Nokian tire for studs is an alteration of that tire and therefore voids our 
warranty.

Best Regards,

Nokian Tyres, Inc.

Cc: Rill Clende.ning

NOKIAN TYRES, INC.

339 Mason Rood • Tel: Fax: Toll Fr-ee
LaVergne, Tennessee 37086 (615) 287-0600 (615) 287-0610 1-800-565-2525 www.nak.antyres.con.

http://www.nak.antyres.con


Johnson's Tire Service 
3330 Denali Street 

nchorage, AK 99503

September 25, 2000

Dear Mr. Johnson,

This letter is in response to your questions regarding the isaua of re-studdlng winter tires. It 
appears that there Is confusion regarding recommended practices relative to re-studding or 
studding worn tires as a result of articles on the subject in Anchorage newspapers. This 
document outlines Cooper Tire's technical position on the issue.

From 3 technical standpoint we do hot recommend or endorse the re-studdlng of winter 
tiras or studding of partially worn tires under any circumstances. Tire studs should only 
be installed In r. ew tires with molded stud holes specifically designed for accepting tire studs.

Reasons to support this statement will be discussed In more detail below.

Winter tires are molded to acceptstuds of specific dimensions based on new tira non-skid 
depth. Winter tires are also molded such that there is a solid base of rubber in the area 
surrounding the stud to provide the stud with a proper foundation. The correct stud for a tire is 
listed in Cooper Tire’s product literature for each size, Winter tires designated for use with studs 
should be studded, If desired, when new.

Installation of the incorrect tire stud, re-studding a worn tire, or deepening stud holes in worn 
tires, through drilling, could lead to loss of studs and/or stud penetration of the steel belts and 
inner liner. This could allow passage of water Into the steel belts, corrosion, and even tira 
deflation.

Attached Is a Sepyice Bulletin from Cooper Tira that further discusses the procedures 
recommended for optimal performance of studded winter tires. If you have further questions 
please don’t hesitate to call.

Passenger Tire Development Engineer 
Cooper Tire & Rubber Company 
701 Lima Avenue 
Findlay, OH 45340 
(419) 423-1321



MICHELIN
MICHELIN NORTH AMERICA 
Pest Offics Box 19001
Greenville, South Carolina 29602-9001 24 September19S6
Tel: (803) 453-5000

To Whom It May Concern:

The practice of drilling of tires for ice stud application is not recommended on any MAST 
produced tire. The principal reason for this is the stud holes are molded into the tire during 
manufacture to a prescribed design.in length, contcur, diameter, and focation to insure 
satisfactory consumer performance. A tire dealer cannot be expected to be knowledgeable on all 
of the design/performance requirements when drilling a tire for studs.

Based on 'che above explanation, any tire that is drifted for studs invalidates the tire 
warranty associated with that product
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Tha UnlrcyaJ Goodrich Tire Company 
600 Soui/i WaJn Street

Office of Consumer 
Relations

Akron, Ohio 44397-0001

November 4, 1991

Better Business Bureau of Alaska, Inc. 
4011 Arctic Boulevard, Suite 206 
Anchorage, AX 99503

Attention Mr. Raymond H. Holmsen

D e a r  M r. H olm sen:

T h is  is  in reference to your le tte r o f  Septem ber 2 7  w hich was addressed  to M r. D . 
S chaub , P residen t and COO o f  the U niroyal G oodrich  Tire C om pany . Your le tte r 
re fe rre d  to the d rilling  of tires fo r the installation o r studs to im p ro v e  ice tracdon . I had 
te lephoned you on October 15 to le t you know th a t w e would resp o n d  to you as soon as 
w e  received technical view point from  our R & D . W e now have th e ir answ er and, 
the re fo re , I  am  w riting  to you.

T h e  U niroyal G oodrich  Tire C om pany does not recom m end the p ra c tic e  o f d rilling  tires 
fo r  stud  application. Stud holes are  molded into a  tire  during m anufacturing  by carefully 
design ing  the leng th , contour, d iam eter and location  o f  the stud  p in s  in  the mold to ensure 
satisfacto ry  p ro d u c t perform ance. A  dealer obv iously  cannot be know ledgeable on all o f 
the design /perfo rm ance requirem ents when d rillin g a  tire for studs.

F u rtherm ore , d rilling  a U niroyal G oodrich tire f o r  studs is an  a ltera tion  o f that tire  and 
v o id s  our w arranty . I  have enclosed  a copy o f tire U niroyal G oodrich  warranty and 
h ighlighted the exclusion referring  to alterations.

I f  w e  can be o f  fu rth e r  service in this o r  any o th e r U G T C  tire re la ted  m atter, p lease  let us 
k n o w .

Yours very truly,

S. A. Coltcn

m a s : c o N s t T 7 x . u r

enclosure 
cc: L. Baker - BFG, Anchorage 

K. C. Baranwal 
J. Johnson - Johnson’s Tire Service, Anchorage 
P. Honore 
R. Zurawski



Tha'Unlroyal Goodrich Tira Compari'/ 
$00 South Main Street 
AWroo. Ohio 44397-0001

O c tobe r 29 , 1390

FAX TRANSMISSION

Mr» Bob Gardnsr 
Dei-Nat Tire Corporation 
2365 Texas Driva 
Memphis, TN 33106

R S t  D r i l l i n c  T i r e s  F o r  S t u d d i n g

D e a r  S o b i

In answar to your question regarding UGTC policy on this 
procedure, please be advised that any drilling of our tJ 
cr modification similar to drilling, totally and. cample 
invalidates our warranty.

sincerely,

Dick Zurawski 
Sales Manager 
Private Srand Sales

j p / 1 5 8 . HTZ

c c ;  sJ.R* G l a v i t s c h
rr 

i
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L e s  S c h w a b  Wa r e h o u se  Ce n te r  
M a in  Of f ic e  -  L e g a l  D e p a r t m e n t  
P .O . B o x 66 7  
P r in e yjlle , Or e g o n 97754  
G e n e r a l  Of f ic e  N u m ber  (541) 4 4 7 -4136  
F a x  N u m b er  (541) 416-5374

S l.
' F a c s im il e  T r a n s m it t a l

To Phone No._______________Fax No.

Gary Wilken 
Alaska Senate Finance Committee

907-465-3709 907-465-4714

From: Corey J. Parks
Direct: 541.416.5412 
Fax No.: 541.416.5374

Date: March 25, 2003 / - p - m-
Total number of pages including this sheet; 5

MESSAGE:

Enclosed is a letter we would like submitted as testimony for SB 106. Please call m e with any 
questions.

Corey J. Parks

CONFIDENTIALITY N O TICE

This facsimile transmission (and any documents accompanying it) may contain confidential inform ation belonging to 
tills sender which is protected by the a tto rney-d ien t privilege. The inform ation is intended only for the use of the 
Individual or entity named above. I f  yon are not the Intended recipient, you are  hereby notified th a t any disclosure, 
copying, distribution o r the taking of any action in reliance on the contents of this inform ation is strictly prohibited. 
I f  you have received this transmission m erro r, please immediately notify os by telephone to arrange for re tu rn  of the 
documents. T hank  you,

Documents



03/25/03 13:52 FAI 54.1 416 5374 LS LEGAL
@002/003

L e g a l  D e p a r tm e n t  
Telephone 541-416-5412 
Facsimile 541-416-5374 

L e s  S c h w a b  T i r e  C e n t e r s  corey.j.parks@lesschwab.com
646 N.W. Madras Highway 
P.O. Box 667 
Princville, Oregon 97754

Testimony of Corey Parks Before the House Transportation Committee 

Opposition to Senate Bill #106 

March 25,2003

M y name is Corey Parks, and I am corporate counsel for Les Schwab Tire Centers. I 
submit this testimony in opposition to SB 106.

Les Schwab works very hard to earn its customers’ trust and business. Les Schwab 
places a high degree o f  importance on giving its customers choices in the selection o f  w inter 
tires. It is our position that the bill before you will unfairly force Alaska consumers to choose 
safety only at a significant additional cost.

No price should be placed on customer safety

Studded tire fees place a price on customer safety by forcing the customer to pay 
additional fees for safe driving equipment, ln  our experience, studded snow tires are an option 
that m any customers need in order to ensure safe travel during icy or snowy winter weather. 
W hile there are a number o f  alternatives to studded tires, including all weather tires, chains, and 
winter tires, many customers choose studded tires because they are the safest alternative for 
winter driving. In fact, studded tires do provide exceptional traction in icy and snowy 
conditions. Consumer travel groups such as AAA continue to support studded snow tires as an 
“appropriate option for safe winter driving."

Studded tires are necessary for many customers

Customers who travel frequently in icy and snowy conditions often want or need studded 
tires to ensure that they can get to their destination for work, medical care, or other important 
business. Many o f the travelers who choose studded tires are elderly customers, and customers 
with mobility problems who are unable to put chains on their vehicles, and thus require 
equipment with the best possible traction and safety.

THE NORTHWEST'S LARGEST INDEPENDENT TIRE DEALER 
WITH OVER 290 LOCATIONS IN OREGON, WASHINGTON, IDAHO, MONTANA, CALIFORNIA AND NEVADA

mailto:corey.j.parks@lesschwab.com
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Studded tire fees penalize those least able to afford additional costs

M aoy studded tire customers are o r fixed or low incomes, and cannot afford an 
additional fee on top o f  the cost for studded tires. Also, customers from rural residences are 
often among the m ost price*sensitive populations, and at the same time, m ost in need o f  safe 
driving equipment to travel into urban areas.

Drivers who face icy and snowy conditions on a regular basis m ust decide what 
equipment makes them feel confident and safe under difficult driving conditions. Les Schwab is 
opposed to imposing a fee on those customers who choose studded tires in order to keep 
themselves and their families safe from accident and injury.

Thank you very much for the opportunity to submit this testimony.

Conclusion

Very Truly Yours,

Co
Corporate Counsel
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S I G N - I N

SB 106-FEE FO R STUDDED TIRES
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Co./Dept./Title:

Subject/Bill No: 

Phone: / f f a b  "

Address:. Zip:.

Do you wish to testify?  Yes  No /^R espond To Questions

NAME:

Co./Dept./Title: 

A ddress:_______

Do you wish to testify? Yes No

Subject/Bill No:

P hone:------------

Z ip :___________

.Respond To Questions
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Address:_______

Do you wish to testify? Yes No
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P hone:------------
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.Respond To Questions
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Do you wish to testify?  Yes  No Y  Respond To Questions

NAME:

Co./Dept./Title: 

Address:_______
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March 5, 2003

The Honorable Gene Therriault 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 107 
Juneau , AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transm itting a bill eliminating the Alyeska. Central School program (ACS), the 
sta te’s correspondence program.

Alyeska was once the sta te’s only correspondence program offering 
education services to students statewide. The school began operations in 1939 
offering programs to students living in remote areas with no local schools. 
However, there are 12 school districts currently offering statewide 
correspondence services to Alaska’s school age residents.

The district-operated statewide correspondence programs offer a variety 
of education delivery methods. Educational delivery models include US postal, 
Internet and family developed programs supported by district staff.

Eliminating the ACS program will eliminate the duplicative services 
currently being provided by school districts enrolling and serving 
correspondence students statewide. The Department of Education and Early 
Development will help ACS students and families identify the appropriate 
educational services and assist them in moving to other programs to ensure no 
child is left behind.

I urge your prompt and favorable action on this measure.

Sincerely,

Frank H. Murkowski 
Governor

http://WWW.GOV.STATE.AK.US
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FISCAL NOTE
(

STATE OF ALASKA
2003 LEGISLATIVE SESSION

1
SB 108

Revision Dale/Time (Note if  correction):
Title MEDICAID FACILITY PAYMENT RATES

Fiscal Note Number:
Bill Version: ___________________
( S ) Publish Date: 3/6/03_____________
Dept. Affected: Health & Social Services

_BRU Medical Assistance Admin_________
Component Health Purchasing Group

RULESSponsor 
Requester 
Expenditures/Revenues

GOVERNOR Component No. 243

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

(6.5) (6.5) (7.0) (7.5) ( 8.0) (8.0)
(3.1) (3.1) (3.2) (3.5) 1 3.6) (3.6)

TOTAL OPERATING (9.6) (9.6) _ (10.2) f 11.0) (11,6) .(11,6)
CAPITAL EXPENDITURES

CHANGE IN REVENUES (0)

FUND SOURCE_________________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other(Specify Type-do not abbreviate)

(4.8) (4.8) (5.1) (5.5) (5.8) (5.8)
(4.8) (4.8) (5.1) (5.5) (5.8) (5.8)

TOTAL (9.6) (9.6) (10.2) (11.0) . * > 1 6 ) ( 11-6)
Estimate of any current year (FY2003) cost: __________
Mark this box (X) if funding for this bill Is Included In the Governor's FY 2004 budget proposal: [
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)

This bill would eliminate the need for expenditures that support commission members' travel, per diem and other 
related support costs; and contractual funding for issuing public notices and court reporting services.

Prepared by: 
Division
Approved by: 
Agency

Virginia Stonkus Phone 465-1166
Medical Assistance Date/Time 03/03/2003

Joel S. Gilbertson. Commissioner
Department of Health and Social Services

Date 03/03/2003

(fUviivd 9/2002 OMB) Page 1 of 1

COMMITTEE COPY
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H O U SE  CS FO R  SE N A T E  B IL L  N O. I08(F1N)

IN TH E LEGISLATURE OF THE STATE OF ALASKA

TW ENTY-THIRD LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COM M ITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COM M ITTEE BY REQUEST OF T IIE  GOVERNOR

A B IL L  

F O R  AN A C T  E N T IT L E D  

"A n  A ct re la tin g  to pay m en t ra tes  u n d e r the M edicaid  p ro g ram  lo r hea lth  facilities and 

to budgeting , accoun ting , an d  repo rting  req u irem en ts  fo r those facilities; abo lish ing  the 

M edicaid  R ate  A dv iso ry  C om m ission; and  p rov id ing  fo r an  effective d a te ."

BE IT  E N A C TED  BY T H E  L E G ISL A T U R E  O F T H E  ST A T E  O F  A LA SK A :

* Section 1. AS 47.07.070 is repealed and reenacted to read:

Sec. 47.07.070. P aym ent ra tes  fo r hea lth  facilities, (a) The department 

shall, by regulation, set rates of payment for health facilities under this chapter and 

AS 47.25.120 - 47.25.300 in accordance with 42 U.S.C. 1396 (Title XIX, Social 

Security Act, M edical Assistance) and this section. A rate established under this 

section takes effect under AS 44.62 (Administrative Procedure Act) but not until 

approved in writing by the commissioner. The com m issioner may delegate the 

performance o f these functions.

(b) In determ ining the rates of paym ent for health facilities for a fiscal year, 

the departm ent shall, within the limit of appropriations made by the legislature for the

WORK D R A F T  WORK D R A F T  WORK D R A F T

-I-  IIC S  SB 108(I'TN)
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department's programs under this chapter and under AS 47.25.120 - 47.25.300 for that 

fiscal year, including anticipated available federal revenue for that fiscal year, set rates 

for facilities that are based on

(1.) reasonable costs related to patient care; and

(2) audit and inspection results and reports, when the audit or 

inspection is conducted under AS 47.07.074.

(c) This section does not apply to the minimum daily reim bursem ent rate 

specified by law under AS 47.24.017 or AS 47.25.195(e) for assisted living homes.

* Sec. 2. AS 47.07.073(a) is amended to read:

(a) The department by regulation shall require a uniform system of 

accounting, budgeting, and [FINANCIAL] reporting for health facilities receiving 

[PROSPECTIVE] payments under this chapter. The regulations must provide for 

reporting revenues, expenses, assets, liabilities, [AND] units of service, and  o th e r  

item s considered  necessary  by the  d ep a rtm e n t to im plem ent this c h a p te r . [THE 

DEPARTM ENT SHALL SPECIFY TH E DATE THE SYSTEM  BECOM ES 

EFFECTIVE FOR EA CH  HEALTH FACILITY.]

* Sec. 3. AS 47.07.073(c) is am ended to read:

(c) The departm ent may waive or modify a requirement for accounting, 

budgeting, or [FINANCIAL] reporting for a health facility if waiver or modification is

[(1) NECESSARY TO  AVOID EXCESSIVE COSTS TO THE 

FACILITY; AND

(2)] consistent with the policies of this chapter.

* Sec. 4. AS 47.07.073(d) is amended to read:

(d) Notwithstanding other provisions of this section, the department may, by 

regulation, modify the system of accounting, budgeting, and [FINANCIAL] reporting 

required under this section for a health facility having fewer than 25 acute care beds in 

order to reduce the operating costs of that facility.

* Sec. 5. AS 47.07.074(a) is amended to read:

(a) As a condition of obtaining payment under AS 47.07.070, a health facility 

shall allow

(1) the departm ent [AND THE COMM ISSION] reasonable access to 

1ICS SU 108(FIN) -2-
N ew  Tc>:£ U n d e r l i n e d  [D E LE TE D  TE X T  BRACEETED]



the financial records of medical assistance beneficiaries; and

(2) audit and inspection of financial records by state and federal

agencies.

* Sec. 6. AS 39.25.110(23); AS 47.07.073(b), 47.07.110, 47.07.120, 47.07.130, 47.07.140, 

47.07.150, 47.07.160, 47.07.170,47.07.180, 47.07.190, and 47.07.900(6) are repealed.

* Sec. 7. The uncodified law of the State o f Alaska is amended by adding a new section to 

read;

REGULATIONS. To the extent that regulations in effect under AS 47.07.070 on 

June 30, 2003, do not conflict with the requirements applicable under AS 47.07.070, as 

amended by sec. 1 of this Act, the regulations need not be readopted in order to com ply with 

this Act.

* Sec. 8. This Act takes effect July 1, 2003.

WORK D R A F T  WORK D R A F T  23-GS1125U
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J u n e a u

March 5, 2003 ID&
The Honorable Gene Therriault
President of the Senate 
Alaska State Legislature 
State Capitol, Room 107 
Juneau , AK 99801-1182

Dear President Therriault:

Under the authority of article III, section 18, of the Alaska Constitution, I 
am transm itting a bill to provide greater flexibility to the Department of Health 
and Social Services to set Medicaid payment rates for Alaska’s hospitals, 
nursing home and other health care facilities.

The proposed bill would eliminate the Medicaid Rate Advisory 
Commission and place the responsibility for calculating and setting Medicaid 
paj'm ent rates for health care facilities under the general authority of the 
Department of Health and Social Services.

Historically, the Medicaid facility rate setting process has been extremely 
cumbersome and costly for both the state and health care facilities. The 
current rate-setting process is both a barrier to effective cost containm ent as 
well as problematic for assuring adequate reim bursem ent for Alaska’s diverse 
mix of health care facilities.

Passage of this legislation will allow the departm ent to develop in 
regulation a more flexible, cost-effective rate setting process that will, for the 
first time, allow the departm ent to explicitly take into account the 
appropriations made by the legislature for the Medicaid program when setting 
rates.

I urge your prompt and favorable action on this measure.

Sincerely,

Frank H. Murkowski 
Governor

http://www.gov.state.ak.us
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DEPT. OF HEALTH AND SOCIAL SERVICES

O F F IC E  O F  T H E  C O M M ISS IO N E R

FRANK H. MURKOWSKI, GOVERNOR

P.O.BOX 110601 
JUNEAU. ALASKA 99611-0601 
PHONE: (907)465-3030 
FAX: (907) 465-3068

April 17,2003

Honorable Bill W illiams 
Co-Chairman 
House Finance Comm ittee 
Alaska State Capitol; Rm. 511 
Juneau, AK 99801

Dear Representative W illiams,

The Departm ent o f  Health and Social Services respectfully requests a hearing in the 
House Finance Com m ittee on Senate Bill 108 “An Act relating to payment rates under 
the M edicaid program for health facilities and to budgeting, accounting, and reporting 
requirem ents for those facilities; abolishing the M edicaid Rate A dvisory Commission; 
and providing for an effective date.”

This bill will provide greater flexibility to the D epartm ent o f  Health and Social Services 
to set M edicaid paym ent rates for A laska’s hospitals, nursing homes and other health care 
facilities. Changes in federal law in the past few years providing m ore flexibility in rate 
setting have not been taken advantage o f  in Alaska due to our own inflexible statute.

The proposed bill would eliminate the M edicaid Rate Advisory Comm ission (MRAC). 
Since the MRAC currently acis in an advisory capacity and the Com m issioner has 
ultimate authority to set rates, elimination o f  the Comm ission and its attendant costs is 
appropriate.

Passage o f  this legislation will allow the department to develop in regulation a more 
flexible, cost-effective rate setting process that will, for the first time, allow the 
department to explicitly take into account the appropriations made by the legislature for 
the M edicaid program when setting rates. A fiscal note should be on file with the 
com mittee.

06-F38LH prtnlod oil nicyclml pufxir



Honorable D ill Williams 
Page 2

Your favorable consideration o f  this request will be appreciated.

Robert Buttcane
Acting Assistant to the Comm issioner

Cc: Representative Pete Kott
Speaker o f  the House

M ike Tibbies, Legislative Director 
Office o f  the Governor

John Gaisford, Director 
Division o f  Medical Assistance
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Finance Committee considered SENATE BILL NO. 108

SB 108 HEALTH FACILITY MEDICAID RATES/ADV. COM'N

"An Act relating to paym ent rates under the Medicaid program for health facilities and to budgeting, 
accounting, and reporting requirem ents for those facilities; abolishing the Medicaid Rate Advisory 
Com m ission; and providing for an effective date."
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FISCAL NOTE

Revision Dale/Time (Note if correction).
Title MEDICAID FACILITY PAYMENT RATES

S T A T E  O F  A L A SK A
2003 L E G IS L A T IV E  SE SSIO N

Fisca. Note Number:
Bill Version:
( S ) Publish Date:

Debt. Affected:
BRU Medical Assistance Aomin

REPORTED OUT

1 i
A P R  0 4 2003

SB10S | SENATE FINANCE
3/6/03 CC1MMI 1 b i:

Health & Socia: Services

Component Health Purchasing Grouo

RULESSponsor

Requester _________

Expenditures/Revenues
GOVERNOR Component No. 

(Thousand:; o f Dollars)

242

Note: Amounts do not Include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2006 FY 2009
Personal Services I
Travel ( 6.51 ( 6.5) ( 7.0) ( 7.5) ( 8.Oil i 8 0)
Contractual ( 3.1) ( 3.1) ( 3.2) ( 3.5) ( 3.6) i 3.6)
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING (9.6) ( 9.6) ( 10.2) .........  (110) (11.6) 1 11.6)

CAPITAL EXPENDITURES

CHANGE IN REVENUES (0) i
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts ( 4.8) < 4.8) ( 5.1) ( 5.5) ( 5.8) (5 .8)
1003 GF Match (4 .8) ( 4.8) (5 .1) ( 5.5) ( 5.8) ( 5.8)
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Otner(Specify vpe-do not abbrc. ate)

TOTAL (9.6) (9.6) (10.2) (11.0) ( 11.6) (11.6)

Estimate of any current year (FY2003) cost: ___________
Mark th is  box (X) if  funding fo r th is  b ill is included in the G overnor's FY 2004 budget proposal: 
POSITIONS

Prepared by: 
Division

Approved by: 
Agency

Virginia Slonkus Phone 465-1166
Medical Assistance Date/Time 03.03/2003
Joel S. Gilbenson. Commissioner Date 03/03(2003
Department of Health and Social Services

irt».'t«d S JCC! OMB Page t of 1
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O f f i c e  o f  t h e  G o v e r n o r  

J u n e a u

March 5, 2003

The Honorable Gene Therriault 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 107 
Juneau , AK 99801 -1182

Dear President Therriault:

Under the authority of article III, section 18, of the Alaska Constitution, I 
am transm itting a bill to provide greater flexibility to the Departm ent of Health 
and Social Services to set Medicaid payment rates for Alaska’s hospitals, 
nursing home and other health care facilities.

The proposed bill would eliminate the Medicaid Rate Advisory 
Commission and place the responsibility for calculating and setting Medicaid 
payment rates for health care facilities under the general authority of the 
Departm ent of Health and Social Services.

Historically, the Medicaid facility rate setting process has been extremely 
cumbersome and costly for both the state and health care facilities. The 
current vz te-setting process is both a barrier to effective cost containm ent as 
well as problematic for assuring adequate reim bursem ent for Alaska’s diverse 
mix of health care facilities.

Passage of this legislation will allow the departm ent to develop in 
regulation a more flexible, cost-effective rate setting process that will, for the 
first time, allow the departm ent to explicitly take into account the 
appropriations made by the legislature for the Medicaid program when setting 
rates.

I urge your prompt and favorable action on this measure.

Sincerely,

Frank H. Murkowski 
Governor

mailto:COVERNOR@GOV.STATE.AK.US
http://WWW.GOV.STATE.AK.US
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STATE OF ALASKA
2003 LEG ISLATIVE SESSION

Revision Date/Time (Note if correction):
MEDICAID PRIORITIES WHEN FUNDS 
INSUFFICIENT__________________Title

FISCAL NOTE
Fiscal Note Number: 
Bill Version:
( S ) Publish Date: 
Dept. Affected:

BRU

1
SB 109
3/6/03

Health & Social Services 

Medical Assistance

Component Medicaid Services
RULESSponsor 

Requester 
Expenditures/Revenues

GOVERNOR Component No. 
(Thousands of Dollars)

2077

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: __________
Mark this box (X) if funding for this bill is included In the Governor's FY 2004 budget proposal: 
POSITIONS____________________
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page if necessary)

Under current law, if insufficient funds are allocated to fully-fund the Medicaid program, the department is directed lo 
eliminate optional Medicaid services based on a priority list that is woefully out-of-dato. The existing list is not an 
effective management tool and, if used, would needlessly result in the denial of necessary . nd cost-effective 
services to Alaskans in need of health care,

The proposed bill would replace this obsolescent language with broad general authority for the department to 
undertake cost containment based on three koy principles.

Prepared by: 
Division 
Approved by: 
Agency

V i f gifli 3-S19 nk u £_ Phone 465-1 f «6

Medical Assistance
Joel S. Gilbertson, Commissioner

Daio/Time 03/03/2003
Date 03/04/2003

Department of Health and Social Services

(R.viltd 0/2002 OMB) Paqe 1 of 2

COMMITTEE COPY



F IS C A L  N O T E
FN # 1

STATE OF ALASKA
2003 LEGISLATIVE SESSION

BILL NO. SB 109

AN ALYS IS  .CONTINUATION.
First, the department must pursue all other reasonable cost containment measures before eliminating any 
eligibility groups or services.

Second, the department should aggressively pursue strategies to maximize federal financial participation 
in the Medicaid program.

Third, cost containment decisions should be made in a manner that best reflect the neH s and interests of 
eligible Medicaid recipients.

The imperative o f slowing the growth o f state funding for Medicaid while at the same time maintaining 
health care coverage for needy Alaskans is an issue that can no longer be avoided. Passage of this 
legislation will give the department some o f the tools that it needs to meet this challenge.

COMMITTEE COP'',

Page 2 of 2



F r a n k  H. M u r k o w s k i  

G o v e r n o r

G O V ER N O R 0G O V .S T A TE .A K . US

S t a t e  o f  A l a s k a

O f f i c e  o f  t h e  g o v e r n o r  

J u n e a u

P .O . B O X  I 1 0 0 0 1  
J u n e a u , A l a s k a  9 9 8 1  1-0 0 0 1  

( 9 0 7 )  4 6 5 - 3 5 0 0  
FAX  ( 9 0 7 )  4 6 5 - 3 5 3 2  
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March 5, 2003

The Honorable Gene Therriault 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 107 
Ju n eau , AK 99801-1182

Dear President Therriault:

Under the authority of article III, section 18, of the Alaska Constitution, I 
am transm itting a bill to provide greater flexibility to the Department of Health 
and Social Services to implement cost containm ent s rategies for the Medicaid 
program.

Under current la*.v, if funds appropriated to the Medicaid program are 
insufficient for a given fiscal year, the departm ent is directed to eliminate 
optional Medicaid services based on a priority list that is woefully out-of-da+e. 
The existing list is not an effective managem ent tool and if used, would 
needlessly result in the denial of necessary and cost-effective services to 
Alaskans in need of health care.

The proposed bill would replace this obsolescent language with authority 
for the departm ent to undertake cost containm ent based on three key 
principles.

First, the departm ent m ust pursue all other reasonable cost containment 
m easures before eliminating any eligibility groups or services.

Second, the department should aggressively pursue strategies to 
maximize federal financial participation in the Medicaid program.

Third, cost containment decisions should be made in a m anner that best 
reflect the needs and interests of eligible Medicaid recipients.

http://WWW.GOV.STATE.AK
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The Honorable Gene 1 nerriault
March 5, 2003 
Page 2

The imperative of slowing the growth of state funding for Medicaid while 
a t the same time maintaining health care coverage for needy Alaskans is an 
issue tha t can no longer be avoided. Passage of this legislation will give the 
departm ent additional tools to meet this challenge.

i urge your prompt and favorable action on this measure.

Sincerely,

Frank H. Murkowski 
Governor
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HOUSE CS FOR SENATE BILL NO. 109(FIN)

IN THE LEGISLA TU RE OF TH E STATE OF ALASKA

TW ENTY-THIRD  LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COM M ITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COM M ITTEE BY REQUEST OF TH E GOVERNOR

A BILL 

FOR AN ACT ENTITLED 

"An Act repealing the statute that sets priorities for the Department of Health and 

Social Services to apply to administration of the medical assistance program when there 

are insufficient funds allocated in the state budget for that program; authorizing the 

department to make cost containment decisions that may include decisions about 

eligibility of persons and availability of services under the medical assistance program; 

and providing for an effective date."

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

* Section 1. The uncodified law of the State of Alaska is am ended by adding a new section 

to read:

LEGISLATIVE INTENT, (a) It is the intent of the legislature that the Department of 

Health and Social Services should have the authority to make cost containm ent decisions 

related to the M edicaid program under AS 47.07 during any fiscal year when the department 

finds that the cost of medical assistance for all persons eligible under the program  will exceed
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ihe amount allocated in the state budget for that fiscal year. Further, it is the intent of the 

legislature that the department continue to provide coverage for all M edicaid approved 

medications. If the department develops a preferred drug list to im prove the M edicaid 

program’s efficiency, it is the legislature's intent that the departm ent should work with 

providers to develop the preferred drug list and that the departm ent should establish an 

authorization system that is minimally intrusive to the providers while protecting access to 

medically necessary medications.

(b) The legislature intends, with the enactment o f sec. 3 o f this Act, that the cost 

containment decisions made by the Departm ent o f Health and Social Services should be those 

that best reflect the needs and interests of the eligible recipients and the coverage options 

available under AS 47.07 and that the departm ent should take all reasonable measures to 

effect cost containment in ways that least affect the recipients who are eligible for services 

and the types of services that are available.

* Sec. 2. AS 47.07.030(c) is amended to read:

(c) Notwithstanding (b) of this section, the departm ent may offer a service for 

which the department has received a waiver from the federal governm ent if the 

department was authorized, directed, or requested to apply for the w aiver by law or by 

a concurrent or jo in t resolution o f the legislature. [THE D EPA RTM EN T SHALL 

ANNUALLY M AKE AVAILABLE TO TH E LEG ISLA TU RE ITS 

RECOM M ENDATIONS A ^O U T W HERE A SERV ICE OFFERED UNDER THIS 

SUBSECTION SHOULD BE PLACED ON THE PRIORITY  LIST IN AS 47.07.035. 

THE DEPARTM ENT SHALL N OTIFY TH E LEG ISLATURE THAT THE 

RECOM M ENDATIONS ARE AVAILABLE.]

* Sec. 3. AS 47.07 is amended by adding a new section to read:

Sec. 47.07.036. Cost containment measures authorized, (a) If the 

department finds that the costs of medical assistance for all persons eligible under this 

chapter will exceed the amount allocated in the state budget for a Fiscal year, the 

department may implement cost containment measures to reduce anticipated program 

costs for that fiscal year as authorized under this section.

(b) The department, in implementing this section, shall take all reasonable 

steps to implement cost containment measures that do nol elim inate program
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eligibility or the scope of services required or authorized under AS 47.07.020 and

47.07.030 before implementing cost containment measures under (c) o f this section 

that directly affect program eligibility or coverage of services. The cost containment 

measures taken under this subsection may include new utilization review procedures, 

changes in provider payment rates, pre-certification requirements for coverage of 

services, and agreements with federal officials under which the federal government 

will assume responsibility for coverage of some individuals or some services for some 

individuals through such federal programs as the Indian Health Service or Medicare.

(c) If cost containment measures authorized under (b) o f this section are 

insufficient to reduce the anticipated program costs for a fiscal year to the amount 

allocated in the state budget for the program for that fiscal year, the departm ent may, 

to the extent authorized under federal law and the state's constitution, deny any or all 

optional services listed in AS 47.07.030(b) - (d) to a person eligible fo r services under 

AS 47.07.020 or deny program eligibility to a person who is eligible for the medical 

assistance program under the optional coverage provisions of AS 47.07.020(b) - (i). 

However, the department may not eliminate program participation o f a person who is 

eligible for coverage under AS 47.07.020(a), nor may the department deny coverage 

of a service described in AS 47.07.030(a) for a person who is eligible for the medical 

assistance program under AS 47.07.020.

* Sec. 4. AS 47.07.035 is repealed.

* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

APPLICABILITY. AS 47.07.036, enacted by sec. 3 o f this Act, applies only to 

eligibility determinations made and medical services performed on or after July 1, 2003.

* Sec. 6. This Act takes effect July 1, 2003.
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Section

[EN 'f. (a) It is the intent o f  the legislature that the D epartm ent o f

[ x ) \  \  \ \  S

Health and Social Services should have the authority to make cost containm ent decisions 
related to the M edicaid program under AS 47.07 during any fiscal year w hen the 
department finds that the cost o f medical assistance for all persons eligible under the 
program will exceed the amount allocated in the state budget for that fiscal year.
Further, it is the intent of the legislature that the Department continue to provide 
coverage for all Medicaid approved medications. The Department may develop cost 
containment programs, including a preferred drug list, to improve the Medicaid 
program’s efficiency. The Department shall work with providers to develop any 
preferred drug list, and establish an authorization system that is minimally 
intrusive to the providers while protecting access to medically necessary 
medications.
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Senate Bill 109 (amendments)

Legislative Intent: a fter tbe phrase "cost containment decisions” insert 
not include the development o f a preferred drug fist”

Las! sentence o f Sec 47.07.036: delete period, insert comma, add following 
phrase “but any cost containment measures may nol include th^flcvelopment of m 
preferred drug list.”
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BY REPRESENTATIV E CROFT

1 Page 3, follow ing line 13:

2 Insert a new subsection to read:

3 "(d) U nder (c) of this section, the department may not im plem ent a decision to

4 deny coverage for an optional service unless the department sends to each person who

5 is a recipient of assistance under this chapter and to each affected service provider at

6 least 60 days' written notice of the date after which the coverage for that service will

7 be denied. In addition, the departm ent may not im plem ent a decision to deny

8 coverage for an optional group of eligible persons under (c) o f this section unless the

9 departm ent sends to each m em ber of the group who is receiving m edical assistance

10 and to each service provider at least 60 days' written notice o f the date after which

11 coverage of the persons will be denied. Before or during those 60 days, the

12 departm ent shall review whether a person who is receiving assistance as a member of

13 the optional group whose coverage will be denied is eligible for continued assistance

14 under another provision of this chapter."

A M E N D M E N T

OFFERED IN TH E H OUSE 

TO: SB 109
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A M E N D M E N T  \

OFFERED TN THE HOUSE B Y  REPRESENTA TIV E CROFT

TO: SB 109

1 Page 1, line 1:

3

9 D elete "repealing1 

Insert "am ending '

4

5 Page 1, line 3:

6 D elete "au thorizing  the"

7

8 Page 1, lines 4 - 5:

9 Delete all material.

10

11 Page 1, line 8, through page 2, line 7:

12 Delete all material.

13

14 Page 2, line 8:

15 Delete "Sec. 2"

16 Insert "Section 1"

17

18 P tg e  2, line 18, through page 3, line 18:

19 Delete all material and insert:

20 "* Sec. 2. AS 47.07.035 is repealed and reenacted to read:

21 Sec. 47.07.035. P rio rity  o f m edical assistance . By D ecem ber 1 of each

22 year, the department shall submit to the governor the department's determination of

23 the order o f priority in which the departm ent intends to eliminate coverage for optional
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1 medical services and optionally eligible groups of individuals if the departm ent finds,

2 during the next fiscal year, that the cost of medical assistance for all persons eligible

3 under this chapter will exceed the am ount allocated in the state budget for medical

4 assistance under this chapter for the same fiscal year. W hen developing the list of

5 priorities, the departm ent may not provide that the eligibility of an optionally eligible

6 group will be elim inated before the department elim inates all optionally eligible

7 services. The priority list m ust reflect the department's determination o f  the services

8 and eligibility param eters that best reflect the needs and interests of persons in the

9 state who are or m ay be eligible for m edical assistance under this chapter. The

10 department shall, by M arch 1 following the subm ission of the priority list to the

11 governor, adopt regulations to im plem ent the priority list; however, the effective date

12 of the regulations m ay not be earlier than July 1 of the fiscal year in which the priority

13 list will apply."

14

15 Renum ber the following bill section accordingly.
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Letter of Intent
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Senate Bill 109 
Medicaid Cost Containment

It is the intent o f the Legislature that the Department o f Health & Social Services 
will work with various provider groups, including physicians and pharmacists, to 
design a preferred drug list for Alaska’s Medical Assistance program that includes 
the most safe, effective, and cost efficient pharmaceuticals available for Medicaid 
beneficiaries. For pharmaceuticals not included on fhe Preferred Drug List, the 
Department will develop procedures for authorization that are minimally intrusive 
to prescribing practitioners.
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HOUSE CS FOR SENATE BILL NO. 109(FIN)

IN TH E LEGISLATURE OF TH E STA TE O F ALASKA

TW ENTY-THIRD LEGISLA TU RE - FIRST SESSION 

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED 

"An Act repealing the statute that sets priorities for the Department of Health and 

Social Services to apply to administration of the medical assistance program when there 

are insufficient funds allocated in the state budget for that program; authorizing the 

department to make cost containment decisions that may include decisions about 

eligibility of persons and availability of services under the medical assistance program; 

and providing for an effective date."

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

* Section 1. The uncodified law of ihe State of A laska is amended by adding a new section 

to read:

LEGISLATIVE INTENT, (a) It is the intent of the legislature that the Department of 

Health and Social Services should have the authority to make cost containm ent decisions 

related to the M edicaid program under AS 47 .07 Mher than the developm ent of a preferred 

drug list, during any fiscal year when the departm ent finds that the cost of medical assistance
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New Text Underlined [DELETED TEXT BRACKETED]
l i e s  SB I09(F IN )



for all persons eligible under the program will exceed the amount allocated in the state budget 

for that fiscal year.

(b) The legislature intends, with the enactment of sec. 3 o f this Act, that the cost 

containment decisions made by the Department of Health and Social Services should be those 

that best reflect the needs and interests of the eligible recipients and the coverage options 

available under AS 47.07 and that the department should take all reasonable measures to 

effect cost containment in ways that least affect the recipients who are eligible for services 

and the types of services that are available.

* Sec. 2. AS 47.07.030(c) is am ended to read:

(c) Notwithstanding (b) of this section, the departm ent may offer a service for 

which the department has received a waiver from the federal government if the 

department was authorized, directed, or requested to apply for the w aiver by law or by 

a concurrent or jo in t resolution of the legislature. [THE DEPARTM ENT S H A iX  

ANNUALLY M AKE AVAILABLE TO THE LEGISLA TU RE ITS 

RECOM M ENDATIONS ABOUT W HERE A SERVICE OFFERED UNDER THIS 

SUBSECTION SHOULD BE PLACED ON THE PRIORITY LIST IN AS 47.07.035, 

THE DEPARTM ENT SHALL NOTIFY THE LEGISLATURE THAT THE 

RECOM M ENDATIONS ARE AVAILABLE.]

* Sec. 3. AS 47.07 is amended by adding a new section to read:

Sec. 47.07.036. C ost con ta inm en t m easures au th o rized , (a) If  the 

department finds that the costs o f medical assistance for all persons eligible under this 

chapter will exceed the amount allocated in the state budget for a fiscal year, the 

department may im plem ent cost containment measures to reduce anticipated program 

costs for that fiscal year as authorized under this section.

(b) The department, in implementing this section, shall take all reasonable 

steps to im plement cost containm ent measures that do nol eliminate program 

eligibility or the scope o f services required or authorized under AS 47.07.020 and

47.07.030 before im plem enting cost containment measures under (c) of this section 

that directly affect program eligibility or coverage o f services. The cost containment 

measures taken under this subsection may include new utilization review procedures, 

changes in provider payment rales, pre-certilication requirements for coverage of
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