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riEMORANDUM

TO: FILE
FROM: SANDRA
RE: STATE PAYMENTS TO PHARMACISTS UNDER G.R.MED
DATE: JULY 17, 1985

Current Procedure
General Relief Medical Assistance (GRM) is provided under the General 
Relief program (AS 47.25.110). Under the broad authority of the 
statute the amount of financial assistance, the eligibility requirements 
(based on financial status), the medical programs covered, and how 
providers will be reimbursed are ail determined by departmental 
regulation. Prescription drugs is one of the programs covered under GRM 
(7 AAC 47.200); pharmacists Mill DHSS based on what they charge their 
customers.

HB 209
Introduced by Governor; passed House 22-18; currently in Senate HESS 
Committee. Would move prescription drugs out of the GRM program and 
under Medicaid (a federally regulated program with costs shared 50-50 by 
the state and federal governments). Opposed by many pharmacists because 
it establishes price controls (federal government sets standard rate per 
drug; DHSS reimburses based on the set rate rather than on the 
pharmacist's actual cost).

Emergency Regulations
Filed 6/29/85; puKLic comment period (no hearings will be held) ends 
7/31/85/ Permanent regulations must be in place 120 days from filing 
date; won't differ substantially frcm emergency regulations. Establishes 
a price control. DHSS will not pay for a brand name drug when a generic 
one is available; reimbursement will be based on an estimated 
acquisition cost (per the "Blue Book") plus a dispensing fee ($5.15 in 
Anchorage; $5.50 elsewhere in state) plus a compounding fee (40C/minute) 
less a $1 copayment required of each recipient, rather than on the 
pharmacist's actual cost; will not pay for over the counter drugs.

The emergency regulations are in response to the fact that the amount 
budgeted (proposed by the Governor and adopted by the legislature) for 
the GRM program was based on passage of HB 209 and is inadequate to 
continue the current reimbursement procedure. DHSS considered asking 
for a-'supplemental, but decided against it because of current budget 
restraints.

NOTE: Over the last two years DHSS has been revising its Medicaid and 
GRM programs with an eye toward cost containment.

Physicians - rates are based on the "usual, custanary, and 
prevailing" rate for a specific service with reimbursement based on the 
75th percentile (the reimbursement is what 75% of physicians charge for 
a specific service). Currently, rates are updated quarterly; emergency 
regulations filed 6/25/85 eliminate this provision for FY 86.

Hospitals - regulations are being developed which would apply a 
75th percentile criteria to the length of stay in a hospital (based on a 
national "patient activity" study).



Nursing Homes - emergency regulations were filed 6/25/85 which 
would limit the number of allowable physician visits per nursing hcrre 
patient.

Prospective Rare Setting - under AS 47.07.070, rates of payment to 
a health facility are based on "a fair rate for reasonable costs 
incurred by the facility" as determined by the state Medicaid Rate 
Conmission.

Concern: Pharmacists stand to lose money under the emergency
regulations just as they would under the Medicaid price control. 
According to Swanson, a study published in American Pharmacy states that 
"58% of all responding pharmacists fill prescriptions with a product 
priced above the Medicaid limit and absorb the loss". (Medicaid and GRM 
specifically prohibit physicians/pharmacists from collecting a fee from 
the recipient in addition to what the programs pays, except for the 

 ̂tCcopayment provision which is minimal.) The larger concern is that some 
\ pharmacists may "boycott" and refuse to serve Medicaid/GRM patients (as 

seme physicians have done); DHSS says if this occurs they will contract 
with •' .dividual pharmacists to provide the service.

Status. ve features of the emergency regulations are supported by the
pharma' , and were in fact recommended by them (copayment provision,
no cov — ge of over-the-counter drugs). On 7/16/85 Miklautsch reported 
that DHSS (Betit) would reconsider a supplemental budget request for 
early next session if he had a caimitment frcm a majority of 
legislatures'.to support it; Miklautsch is working on this. Meanwhile, 
the pharmacists are considering filing an -injunction against the 
"acquisition cost" provision of the emergency regulations. They are 
interested in working with DHSS to find a middle ground —  a way of 
reducing state costs while not creating an economic hardship for the 
pharmacists and, ultimately, a potential hardship on persons in need of 
pharmaceutical services.

Contacts: Kim Busch (Rod Betit), DHSS 465-3355
Dave Swanson 452-2463 (H), 452-2556 (W)

(Ttm Miklautsch)
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R( q i s t e r  , 1 9 8 5  F.MERGENCY REGULATIONS 7 AAC 4 7 . 2 0 0
7 AAC 4 7 . 2 7 0

DEPARTMENT OF HEALTH AND SOCIAL SERVICES

7 AAC 4 7 . 2 0 0  i s  amended t o  r e a d :

7 AAC 4 7 . 2 0 0  ( 1 2 )  p r e s c r i b e d  d r u g s ;  ( E f f .  3 / 2 3 / 7 8 ,  R e g i s t e r  6 5 ;  am 
5 / 2 / 7 9 ,  R e g i s t e r  7 0 ;  am 4 / 1 5 / 8 2 ,  R e g i s t e r  8 2 ;  am 9 / 2 3 / 8 4 ,  R e g i s t e r  9 1 ;  am /  /  
, R e g i s t e r  )

A u t h o r i t y ;  AS 4 7 . 0 5 . 0 1 0  
AS 4 7 . 2 5 . 1 9 5

7 AAC 4 7 . 2 7 0  i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :

7 AAC 4 7 . 2 7 0  PRESCRIBED DRUGS AND MEDICAL SUPPL IES ,  ( a )  The d i v i s i o n  
w i l l  n o t  pay  f o r  a b r a n d  name m u l t i - s o u r c e  p r e s c r i p t i o n  d rug  when a n o n - b r a n d  
name d r u g  o f  e q u a l  e f f e c t i v e n e s s  i s  a v a i l a b l e  and s u b s t i t u t i o n  i s  p e rm i t t e d  by 
t h e  p r e s c r i b e r .

( b )  The d i v i s i o n  w i l l  pay  t h e  p h a r m a c i s t ' s  u s u a l  and c u s t o m r r y  c h a r g e  t o  
t h e  p u b l i c  l e s s  t h e  r e c i p i e n t  c o -p a ym en t  amount .

( 1 )  The c o -p a ym en t  i s  t h e  f i n a n c i a l  o b l i g a t i o n  o f  t h e  r e c i p i e n t ,  n o t  
t h e  d i v i s i o n ,  and must be c o l l e c t e d  by t h e  p h a rm a c i s t  a t  t h e  J:ime o f  s e r v i c e .

( 2 )  The c o -p a ym en t  amount i s  $1 f o r  each  p r e s c r i p t i o n  d rug  o r
s u p p l y .

( c )  The d i v i s i o n  w i l l  n o t  pay  f o r  more t h a n  a 3 0 - d a y  s u p p l y  o f  a 
p r e s c r i b e d  d rug  u n l e s s  p r i o r  a u t h o r i z a t i o n  has been o b t a i n e d  by t h e  p h a rm a c i s t  
f r o m  t h e  d i v i s i o n .

( d )  The d i v i s i o n  w i l l  n o t  pay  f o r  n o n - p r e s c r i p t i o n  d r u g s  e x c e p t  i n s u l i n .  
The d i v i s i o n  i f c i t s  d i s c r e t i o n  may g r a n t  an e x c e p t i o n  b a sed  on w r i t t e n  
i n f o r m a t i o n  s u bm i t t e d  on a r e q u e s t  f o r  a u t h o r i z a t i o n  f o rm .

( e )  The d i v i s i o n  w i l l  o n l y  pay f o r  p r e s c r i b e d  m ed i c a l  s u p p l i e s  t h a t  have 
been a s s i g n e d  a c u r r e n t  s p e c i f i c  b i l l i n g  code  number by t h e  d i v i s i o n .  The 
d i v i s i o n  i n  i t s  d i s c r e t i o n  may g r a n t  an e x c e p t i o n  ba sed  on w r i t t e n  i n f o r m a t i o n  
s u b m i t t e d  on a r e q u e s t  f o r  a u t h o r i z a t i o n  f o rm .

A u t h o r i t y :  AS 4 7 . 0 5 . 0 1 0  
AS 4 7 . 2 5 . 1 7 0

-1-



DEPARTMENT OF HEALTH AND SOCIAL SERVICES

Register , 1985 EMERGENCY REGULATIONS 7 AAC 47.270
7 AAC 47.290

7 AAC 47  i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :

7 AAC 4 7 . 2 9 0  DEF IN IT IONS .  I n  7 AAC 4 7 . 0 2 0 - 7  AAC 4 7 . 2 7 0

( 1 )  " p r e s c r i b e d  d r u g "  means s im p l e  o r  compound s u b s t a n c e s  o r  
m i x t u r e s  o f  s u b s t a n c e s  p r e s c r i b e d  f o r  t h e  c u r e ,  m i t i g a t i o n ,  o r  p r e v e n t i o n  o f  
d i s e a s e ,  o r  f o r  h e a l t h  m a i n t e n a n c e  t h a t  a r e  p r e s c r i b e d  by a p h y s i c i a n  o r  o t h e r  
l i c e n s e d  p r a c t i t i o n e r  o f  t h e  h e a l i n g  a r t s  w i t h i n  t h e  s c ope  o f  t h i s  p r o f e s s i o n a l  
p r a c t i c e  a s  d e f i n e d  and l i m i t e d  by f e d e r a l  and s t a t e  l aw ;  and d i s p e n s e d  by a 
l i c e n s e d  p h a rm a c i s t  on a v a l i d  p r e s c r i p t i o n  t h a t  i s  r e c o r d e d  and m a i n t a i n e d  i n  
t h e  p h a r m a c i s t ' s  r e c o r d s .  ( E f f .  /  /  , R e g i s t e r  )

A u t h o r i t y :  AS 4 7 . 0 5 . 0 1 0  
AS 4 7 . 2 5 . 1 7 0
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PAOFESS
F A I R  B A N K S

DU AflMA

FE0 s m
F E  b  v  ',» * •

1001 NOBLE STREET 
1 FAIRBANKS, ALASKA 99701 

MAIL: P.O. BOX 1 -  99707 
J. PHONE: (907)452-2556

January 30, 1986

Senator Bettye Fahrenkamp 
Post Office Box V 
Juneau, Alaska 99811

Attention: Sandra Hubert

Dear Sandra:

Enclosed please find copies of the documents we discussed on the phone 
yesterday. Hopefully this will serve to "clear the air" a bit regarding 
HB209 as passed by the House.

Should you or Bettye require further details regarding conversations re­
cently held among Tom Miklautsch and myself with the Governor, Commissioner 
Pugh and Rod Betit, please do not hesitate to contact Tom and me. Tom is 
currently out of town, but I anticipate his return to the office on 
February 3.

Thanks for calling and for your concern.

Sincerely,

/( J 6 u
David L. Swanson

f - k j o  tM K p o A S L  V -o  r a f t .

f h d i e  - p a s s t & L

S i m p l y  r e a d l ,  "  O N / '  c a h U  

p v ' e i c i A p i v M  k K j m a  t ' u r v i  -  i / u ^ - v u  ^

e oM-dJl ef-ft fi <* &
a > o M 'Y U  - l i t  J  4 ( m  j 'y v c . 'O f A i  b e x  .

So no cfc- ^



MEMORANDUM State of Alaska
t o  M ed i c a l  C a r e  A d v i s o r y  d a t e  December 1 9 ,  1 9 85

C o nm i t t e e  Members
F ILE  NO

TELEPH O N E  NO  4 6 5 - 3 3 5 5

f r o m  ' R o d  B e t i t ,  D i r e c t o r  s u b j e c t  FY87 Budget
D i v i s i o n  o f  Med ica l  A s s i s t a n c e

G o v e r n o r  S h e f f i e l d ' s  FY87 budge t  d e c i s i o n s  a r e  now o f f i c i a l .  As p r o m i s e d ,
I  am f o rw a r d i n g  a copy  o f  G o v e r n o r  S h e f f i e l d ' s  b u dg e t  l e t t e r ,  and t h e  
budg e t  page d i s c l o s i n g  t h e  G o v e r n o r ' s  r e q u e s t  f o r  t h e  D i v i s i o n  o f  Med ica l  
A s s i s t a n c e  (DMA) . Some cor rments a b o u t  t h e  FY87 b u d g e t :

* *  The FY87 DMA budge t  r e q u e s t  c o n t a i n s  a d equ a t e  a d d i t i o n a l  f u n d s  t o  
p r o v i d e  m ed i c a l  c a r e  f o r  a l l  new M ed i c a i d  c l i e n t s  e x p e c t e d  i n  
FY87 .

* *  A d d i t i o n a l  f u n d s  a r e  a l s o  i n c l u d e d  t o  pay f o r  t h e  new S o l d o t n a
n u r s i n g  home, wh ich  i s  e x p e c t e d  t o  s e r v e  p r i m a r i l y  M ed i c a id  
e l i g i b l e  p e r s o n s .

* *  No f u n d s  a r e  i n c l u d e d  f o r  i n c r e a s e s  i n  m ed i c a l  p r o v i d e r  f e e s
( i . e .  h o s p i t a l s ,  n u r s i n g  homes ,  p h y s i c i a n s ,  d e n t i s t s  o r  r u r a l  
h e a l t h  c l a i m s ,  e t c . ) .

* *  The d o l l a r s  a v a i l a b l e  t o  o p e r a t e  t h e  GR M ed i c a l  P r og r am  have  been 
reduced  by 50%.  O n l y  m a j o r  m e d i c a l  p r o b l em s  t h a t  r e q u i r e  h o s p i ­
t a l  c a r e ,  and p r e g n an c y  r e l a t e d  s e r v i c e s  w i l l  be c o v e r e d  i n  FY87 .  
D e d u c t i b l e s  and o t h e r  l i m i t s  w i l l  a l s o  be imp lemen ted .

* *  No f u n d i n g  i s  i n c l u d e d  t o  add p e r s o n a l  c a r e  s e r v i c e s  u n d e r
M ed i c a i d ,  o r  f o r  c o n t i n u a t i o n  o f  GR Med ica l  w a i v e r s .  Howeve r ,  
t h e s e  s e r v i c e s  w i l l  l i k e l y  be d e a l t  w i t h  by t h e  L e g i s l a t u r e  
s e p a r a t e  f r o m  t h e  G o v e r n o r ' s  b u d g e t .

* *  W h i l e  a l l  f u n d s  have  been removed f r o m  t h e  Med ica l  A s s i s t a n c e
budge t  f o r  p r e s c r i p t i o n  d r u g s ,  i t  i s  n o t  t h e  G o v e r n o r ' s  i n t e n t  t o  
e l i m i n a t e  p r e s c r i p t i o n  d rug  c o v e r a g e  i n  FY87 .  R a t h e r ,  t h e  p l a n  
i s  t o  use  HB 2 0 9 ,  wh ich  p a s se d  t h e  House l a s t  s e s s i o n ,  a s  t h e  
v e h i c l e  t o  d e b a t e  t h e  i s s u e  o f  w h e t h e r  d r u g s  s h o u l d  be f unded  
unde r  M ed i c a i d  o r  GR M e d i c a l .  The A d m i n i s t r a t i o n  and t h e  Pharma­
cy A s s o c i a t i o n  a r e  a l r e a d y  d i s c u s s . i n g  t h i s  i s s u e  i n  a c o o p e r a t i v e  
s p i r i t  i n  p r e p a r a t i o n  f o r  l e g i s l a t i v e  h e a r i n g s .

* *  The C a t a s t r o p h i c  I l l n e s s  P r og r am  w i l l  be re duced  t o  $ 1 . 3  m i l l i o n .

* *  The MCAC bu dg e t  i s  h e l d  a t  t h e  FY86 l e v e l .

O v e r a l l  t h e  Depa r tmen t  f a r e d  v e r y  w e l l  a s  p o i n t e d  o u t  i n  G o v e r n o r  
S h e f f i e l d ' s  l e t t e r .  The c h o i c e s  c o n f r o n t i n g  t h e  G o v e r n o r  were  o b v i o u s l y



MCAC Commit tee  Memorandum 
Re :  FY87 Budqe t
1 2 / 1 9 / 8 5  
page 2

v e r y  d i f f i c u l t .  I n  t h e  D epa r tm en t  o f  H e a l t h  and S o c i a l  S e r v i c e s ,  p r i o r i t y  
was p l a c e d  on c h i l d r e n ,  e l d e r l y  and d i s a b l e d .

I  l o o k  f o rw a r d  t o  w o r k i n g  w i t h  t h e  MCAC budg e t  subcomm i t t e e  as  th e  d e b a t e  
on t h e  FY87 G o v e r n o r ' s  b u d g e t  g e t s  unde rway .  I hope t o  s ee  you  i n  March a t  
t h e  n e x t  MCAC m e e t i n g .

c c :  D i v i s i o n  o f  M ed i c a l  A s s i s t a n c e  S t a f f
C omm is s i o n e r  John  R.  Pugh 
Depu ty  C om m is s i o n e r  C onn ie  S i p e  
A s s i s t a n t  C om m is s i o n e r  K a ren  P e rdue  
J im  B en z ,  HCFA R eg i on  X 
B i l l  P a r k e r ,  S p e c i a l  A s s i s t a n t  t o  

G o v e r n o r  S h e f f i e l d
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“An Act re la tin g  tc  pharm aceutical medical a s s is ta r c e  fc r  needy persons"

F isca l impact i s  in  th ree  p a r ts :  1) added fe  x a l  revenue eonuii by mcvu»j‘ 
p rescribed  drugs under Medicaid; 2) increase, s t a te  fin d s needed to  pay 
pharm acists above th e  Medicaid p rice  a s  req u ired  by Section  5 i f  perm it ted  
by fe d e ra l law; and 3) increased s ta te  fu n is  to  modify tfx: departm ent's da ta  
processing system to  e f f e c t  th e  paymert requirem ents o f  Section  5. This 
would be a o n e -tin e  expense.

FY 86 Governor Request

Added Federal Revenues
«

2 TOTAL

General R e lie f Medical 
Remove Pharmacy 
GPU Balance

10,769.1 
(1,100.0) 
9!66971 '

10,769.1
(1,000.0)
9,669.1

FID GFH I .A. TOTAL

Medicaid
Add Pharmacy

32,909.5
1,150.0

33,696.5
1,100.0

633.3
-&-

67,239.3
2,250.0

Hodicaid Balance i4 ,0S 9 .S  3TJ15S7F 5 5 0  69,489.3

With a trove o f p re sc r ip tio n  drugs from General R e lie f  Modical Caipanent to  
Hodicaid corpcnent, Medicaid funds would b e a m  a v a ila b le  a t  a 50/50 
r a t io .  However, a tte n d an t to  the fed era l funds would cane mined L o ry  fed era l 
reg u la tio n s  de fin in g  which pharm aceuticals a rc  allow able and tlte p r ic e s  to  
be paid  fo r each.

64 i s  assumed a s  annual in f la t io n  fo r p re sc r ip tio n  drugs.

T his f i s c a l  no te  rep laces  th e  f is c a l  note dated  2/13/85 which s to a t o v e ra ll 
program savings. This f is c a l  note r e f l e c t s  budget changes needed to  the 
G overnor's proposed FY 86 budget and does no t stow the 51,400.0 B tate G.F. 
savings a lready  incorporated  in to  th e  G overnor's G.R. Medical budget.

Increased S, i t e  Expenditures Related to  Section  5 . :

I f  th e  deportment were to  pay pharm acists a t  th e i r  usual and custernary 
p r ic e  ra th e r  than  th e  Medicaid allow able p r ic e , th e  d iffe re n ce  in  to ta l  
p rescribed  drug payments could be 5300.0 an n ually . None of th is  added 
expense would be fe d e ra lly  reintourasable. This 5300.0 i s  not included 
in  the  G overnor's FY 86 budget req u est. The Senate v e rsio n  of the FY 86 
budget a lready  con ta ins t h is  5300.0 sp e c ia l fund. The House budget does 
no t.

Systan M odification  Bcpenses:

The Deportm ent's d a ta  system i s  p re sen tly  capable o f p rocessing  pharmacy 
b i l l in g s  using fed era l Medicaid p ric in g  ru le s .  I f  the  p rov isions o f  Section  5 
were to  be adopted, the  departm en t's  d a ta  system would req u ire  
m odification  to  compute the  s ta te  only payments req u ired  in  
a d d itio n  to  th e  Medicaid payments. This i s  a  one-tim e system 
change. T his p r ic e ,  525,000, i s  a "b es t guess" pending d e ta ile d  
a n a ly s is  o f  th e  a c tu a l e f f o r t  roquirw i to  e f fe c t  t h i s  change.
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TO: Honorable Bill Sheffield ^ " '’-oV
Governor nrfl„

D E C  2 . 1  1985

FROM: Harold M. Brown DIViSCV OF
Attorney General 0CCUPATI0..“ 1 LiCENSING

RE: Attached Committee Substitute for CSHB
209(Fin), relating to the substitution of 
generic drugs by pharmacists 
Our file: 377-059-86

Attached is a Senate Committee Substitute (SCS) for 
CSHB 2Q9(Fin), relating to substitution of generic drugs by 
pharmacists. The Department of Health and Social Services 
(DHSS) originally requested a new bill on this subject, and the 
request was approved by Ray Gillespie on September 17, 1985. In 
subsequent discussions with DHSS staff, it was decided to draft 
an SCS for CSHB 2 0 9 (Fin). The SCS would make it easier for
pharmacists to substitute generic drugs for more expensive, but 
nearly identical, brand name drugs, and it would require 
pharmacists to notify purchasers if a cheaper substitute is
available in the state but is not provided.

HB 209 was introduced at your request last session 
-(our file 377-163-85) to bring payment for prescription drugs 
under the medicaid program, which imposes cost limits, instead 
of under the general relief assistance program, which does not 
impose cost limits. Provisions very similar to those in the
attached SCS were added by the House Health, Education and So­
cial Services Committee in CSHB 2 0 9 (HESS), and maintained by the 
House Finance Committee in CSHB 209(Fin). CSHB 209(Fin) passed 
the House, and currently resides in the Senate HESS Committee.

Industry opposition to the original medicaid pro­
visions of the bill, and potential Senate opposition, have
prompted DHSS to request this SCS which eliminates those pro­
visions. Please note, however, that DHSS wishes this committee 
substitute to be held in your office. The department will pur­
sue passage of the current version, CSHu 209(Fin). If unsuc­
cessful, the department will request that the attached version 
be forwarded to the cimmittee. If the Senate HESS Committee 
passes CSHB 209(Fin) out of their committee, ar.d the bill b e­
comes permanently stalled in another committee, the bill



Hon. Bill Sheffield, Governor 
File No. 377-059-86

December 20, 1985 
Page 2

designation for the committee substitute, and the transmittal 
letter, will need to be changed accordingly before delivery to 
that other committee.

Attached is a draft transmittal letter to the chair of 
the Senate HESS Committee, explaining the differences between 
the attached version of HB 209 and the version currently before 
the committee.

HMB:PBF:md

cc w/enc.: Hon. John Pugh, Commissioner
Dept, of Health & Social Services

Hon. Loren Lounsbury, Commissioner 
Dept, of Commerce & Economic Development

William Larson, Chair 
Board of Pharmacy
Dept, of Commerce & Economic Development



D R  A F T

Honorable Bettye Fahrenkamp 
Chairman, Health, Education and 

Social Services Committee 
Alaska State Senate 
P.O. Box V 
Juneau, Alaska 99811

Dear Senator Fahrenkamp:

Attached for consideration by your committee i e  a proposed 
committee substitute for CSHB 209(Fin), relating to the 

substitution of generic drugs by pharmacists.

CSHB 209(Fin), currently before your committee, relates to 

that substitution and to a change to the Medicaid program 

regarding pharmaceuticals. The attached version of the 

bill sets out only AS 08.80.295. It makes minor changes 

in CSHB 209(Fin)*s amendments to AS 08.80.295(a), includ­

ing relocating the substance of AS 08.80.295(d) to page 1, 

lines 15 and 16 (subsection (d) is subsequently deleted on 

page 2 of the bil l ) . Another minor change in wording ap­

pears on page 1, lines 10 and 11. In addition, on page 1, 

lines 21 —  24, language is added to require pharmacists 

to inform purchasers of prescription drugs if an appropri­

ate substitute generic drug is available in Alaska but is 

not substituted. The repeals of AS 08.80.295(b), (c), and

(f) in sec. 8 of CSHB 2 0 9 (Fin) appear as deletions of 

those subsections on pages 1 and 2 of the attached v e r­

sion. New AS 08.80.295(5) and (j), added in sec. 2 of 

CSHB 209(Fin) , appear as new AS 03.80.295(h) and (i), on 

pages 3 and 4 of the bill. E x i t i n g  subsection (h), con­

taining definitions for the section, is redesignated as 

subsection (j). The unnecessary phrase "in some cases," 

which appears on page 2, line I, of CSHB 209(Fin), has

- 1 -



been dropped from what is AS 08.80.295(1) in the attached 

version of the bill.

The changes to AS 08.80.295(g), on pages 2 and 3 of the 

bill, are stylistic changes only.

This revised and shortened version of the bill also elimi­

nates all changes, additions, and repeals relating to 

AS 47.07, concerning medicaid, which are made by secs. 3 

—  7 and 9 of C S H B  209(Fin).

I urge adoption of this proposed committee substitute to 

make it easier and more common for pharmacists to substi­

tute generic drugs for more expensive, but nearly identi­

cal, brand name drugs.

Sincerely,

Bill Sheffield 
Governor
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Original sponsor: Rules/Governo:

BY THE HEALTH EDUCATION AND 
IN THE HOUSE SOCIAL SERVICES COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 20 9 (HESS)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to substitution of generic drugs by

pharmacists; and providing for an effective date."

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

* Section I. AS 03.80.295 is amended to read:

Sec. 08,80.295. SUBSTITUTION. (a) Unless the prescriher state;-

in writing on a prescription that the prescription is to be dispersed

only as written, a [EXCEPT AS LIMITED BY (b) AND (c) OF THIS SECTION.

WITH THE CONSENT OF THE PURCHASER, THE] pharmacist may substitute c.

drug product with the same generic name in the same strength, quanti-
a d M d  - f  wvn Mena* -

ty, dose and dosage form as the prescribed drug_, if the substitute

drug is less costly and [WHICH] is, in the pharmacist's professional 

opinion, therapeutically equivalent and meets the standards of (g) of 

this section. The [UPON SUBSTITUTION THE] pharmacist shall notify tht 

purchaser [AND THE PERSON WHO PRESCRIBED THE DRUG] of the substi- 

tution^ and shall record on the prescription and keep a record of th(

name and manufacturer of the drug substituted. If an appropriate
*

substitute drug is available in the state but is not substituted b' 

the pharmacist, the pharmacist shall so inform the purchaser a m
-  yect (-WiaiJt

provide the reason it was not substituted. /bM-^rzv-^

(b) [A PERSON AUTHORIZED TO PRESCRIBE DRUGS SHALL SPECIFY II 

WRITING OR BY OPAL COMMUNICATION WHETHER OR NOT THE PHARMACIST HA'. 

SUBSTITUTE A DRUG UNDER (a) OF THIS SECTION. WRITTEN SPECIFICATIOi 

M Y  BE ACCOMPLISHED EITHER BY (1) THE PHYSICIAN PERSONALLY INITIALLY 

OR CHECKING THE APPROPRIATE BOX ON A PRESCRIPTION ORDER FORM LABELEI

-1- SCS CSHB 209(HESS)



"DISPENSE AS WRITTEN" OR "SUBSTITUTION ALLOWED"; OP. (2 ) BY HANDWRIYTLG 

ON THE PRESCRIPTION ORDER. IF THE PH Y SIC IA N  TAILS OR NEGLECTS TO O'YE 

WRITTEN SPECIFICATION, THE PRESCRIPTION SHALL BE D ISPEN SED  AS WRITTEN'. 

IF THE PERSON COMMUNICATING THE S P E C IF IC A T IO N  DOES SO ORALLY, TUI. 

PHARMACIST SHALL INDICATE THAT FACT IN HANDWRITING ON THE WRITTEN COPY 

OF THE PRESCRIPTION ORDER.]

(c) [PREPRINTED PRESCRIPTION ORDER FORMS USED BY A PERSON AU­

THORIZED TO PRESCRIBE DRUGS SHALL CONTAIN BOXES LABELED "D IS P E N S E  AS 

WRITTEN" AND "SUBSTITUTION ALLOWED" TO BE CHECKED OR IN IT IA L E D  BY THE 

PERSON ISSUING THE PRESCRIPTION.]

(d) [A PHARMACIST SHALL SUBSTITUTE A DRUG PRODUCT UNDER ( a )  OF 

THIS SECTION ONLY WHEN THERE WILL BE A SAVINGS IN  COST TO THE FURCTiAS-

.A'VC.-f ClClt'i Mv- h k ' v O X
E R . ] .

(e) Repealed by sec. 31, ch. 6, SLA 1984.

(f) [IF A  PERSON AUTHORIZED TO PR ESCR IB E DRUGS IS TEMPORARILY 

UNAVAILABLE, THE PHARMACIST MAY, IF THE PHARMACIST CANNOT SUPPLY IMF 

DRUG REQUESTED, SUBSTITUTE A DRUG OR PREPARATION OF APPROXIMATELY 

EQUAL THERAPEUTIC VALUE SO LONG AS THE PHARMACIST NOTIFIES THE AUTHOR 

OF THE PRESCRIPTION AT AN EARLY OPPORTUNITY. THE PHARMACIST IN  ALT. 

CASES OF SUBSTITUTION, EXCEPT WHEN SPECIFICALLY INDICATED TO TUP 

CONTRARY BY THE PRESCRIBER, SHALL RELATE THE NATURE OF THE CHANGE TO 

THE PURCHASER.]

(g) A pharmacist may not substitute a drug [PRODUCT] under [THF 

PROVISIONS OF] this section unless the manufacturer of the substitute- 

drug has met [IT HAS BEEN MANUFACTURED WITH] the following minimur. 

good manufacturing standards and practices:

(1) maintain quality control standards equal to those of 

the Food and Drug Administration;

(2) comply with regulations promulgated by the Food and 

SCS CSHL 209(HESS) -2-
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Drug Administration;

(3) mark products with identification code or monogram;

(A) label products with expiration date;

(5) provide reasonable services to accept returned goods 

that have reached their expiration date;

(6) maintain 24-hour resources for product informat i or-,

where practicable and financially feasible;

(7) maintain recall capabilities for unsafe or defective

drugs;

(8) has [SHALL] not refused [REFUSE] to sell to any proper­

ly licensed pharmacy.

(h) A pharmacist who substitutes a drug in compliance with this

section incurs no greater liability in filling the prescription hv

dispensing the equivalent drug product than would be incurred in

filling the prescription by dispensing the prescribed brand name drug.

(i) Every pharmacy shall post a sign in a location casil" ser»- 

by patrons at the counter where prescriptions are dispensed, stai in.:

that MUnder Alaska law a therapeutically equivalent but less expensive 

drug may be substituted for the drug prescribed by your doctor.

Please consult your pharmacist or physician." The printing on the 

sign must be in block letters not less than one inch in height.

(j ) As used in this section, unless the context requires other­

wise,

(1) "brand name" means the proprietary or trade name se­

lected by the manufacturer and placed upon a drug, its container, 

label^ or wrapping at the time of packaging;

(2) "generic name" means the official title of a drug or 

drug ingredients published in the latest edition of a nationally 

recognized pharmacopoeia or formulary;

- 3 - SCS CSHB 209 CHESS)
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(3) "substitute" means to dispense without prescriber's 

express authorization a different drug product in place of the drug 

ordered or prescribed;

(4) "therapeutically equivalent" mans drugs that w i l l

provide essentially the same efficacy and toxicity when administered 

to an individual in the same dosage regimen.

* Sec. 2. This Act takes effect October 1, 1986.

- f i - f a u o i  - p t u y x d  A M ^ A - u r v * t M L d  ■ p h .c u a 'v i a .c u c t r 'c a ^

y y i t d i t a C d .  ( - f a x  J 2



. MEMORANDUM State of Alaska
TO

FRO M

R y :

Honorable John Pugh 
Commissioner
Department of Health & Social 

Services

t
DATE.

F ILE NO

TE LEPH O N E  NO

Harold M. Brovm 
Attorn*

Peter B.
Assistant Attorney General 
Legislation/Regulations Section

SU B JE C T :

November 21, 1985

377-059-86

465-3600

Proposed CS for HB 
209 on substitution 
of generic drugs by 
pharmacists

I have attached a copy of a draft CS for HB 209 which 
deletes all provisions relating to medicaid, maintains the pr o­
visions added by the House Health, Education and Social Services 
Committee CS on drug substitution by pharmacists, and adds a r e­
quirement that pharmacists notify purchasers when a less costly 
substitute exists but is not used. This latter addition is ;.n 
alternative to making substitution mandatory as you originally 
proposed on your August 21 , 1986 Legislative Request Form and
discussed at our September 17th meeting with Ray Gillespie.

i
Kim Busch and Rod Betit of your division of medical 

assistance agree in concept with this alternative approach. In 
your November 19th meeting with Art Peterson you suggested that 
we draft this proposal as a CS rather than as a new bill.

We plan to deliver this CS to the governor's office in 
final form on November 29th so please give us your comments b e­
fore that date.

PBF:md 

cc w / e n c .:

1TATE OF ALASKA 
ART WENT OF COMMERCE 
C0N0MIC DEVELOPMENT

NOV 2 5 1985

Hon. Loren Lounsbury, Commissioner 
Dept, of Commerce & Economic Development 

»*
Richard Long, Acting Director
Div. of Occupational Licensing
Dept, of Commerce & Economic Development

Rod Betit, Director
Div. of Medical Assistance
Dept, of Health & Social Services

William Larson, Chair 
Board of Pharmacy
Dept, of Commerce 4 Economic Development

DIVISION OF 
OCCUPATIONAL LICENSING



O f f e r e d :  4 / 2 9 / 8 5
R e f e r r e d :  R u l e s

O r i g i n a l  s p o n s o r :  R u l e s /G o v e r n o r

1 IN THE HOUSE BY THE IINANCE COMMITTEE
2 CS FOR HOUSE B ILL  NO. 209  ( F i n a n c e )
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FOURTEENTH LEGISLATURE - F IRST SESSION
5 A B IL L
6 F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  t o  s u b s t i t u t i o n  o f  g e n e r i c  d rugs  by
7 p h a rm a c i s t s ;  a dd ing  p h a rm a c e u t i c a l s  t o  t h e  Med ica id
8 p r og r am ;  and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "
9 BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 *  S e c t i o n  1 .  AS 0 8 . 8 0 . 2 9 5 ( a )  i s  amended t o  r e a d :
11 ( a )  U n l e s s  t h e  p r e s c r i b e r  e x p r e s s l y  s t a t e s  t h a t  a p r e s c r i p t i o n
12 i s  t o  b» d i s p en s ed  o n l y  as w r i t t e n  [EXCEPT AS LIMITED B.’ ( b )  AND ( c )
13 OF THIS SECTION, WITH THE CONSENT OF THE PURCHASER], t h e  p h a rm a c i s t
14 may s u b s t i t u t e  a d rug  p r o du c t  w i t h  t h e  same g e n e r i c  name i n  t h e  same
15 s t r e n g t h ,  q u a n t i t y ,  dose  and dosage f o rm  as th e  p r e s c r i p t i o n ,  p r o v i d e d
16 th e  s u b s t i t u t e  d rug  [PRESCRIBED DRUG WHICH] i s ,  i n  t h e  p h a rm a c i s t ' s
17 p r o f e s s i o n a l  o p i n i o n ,  t h e r a p e u t i c a l l y  e q u i v a l e n t  and meets \ s t a n -
18 d a rd s  o f  ( g )  o f  t h i s  s e c t i o n .  The [UPON SUBSTITUTION THE] ph a rm ac i s t
19 s h a l l  n o t i f y  t h e  p u r c h a s e r  [AND THE PERSON WHO PRESCRIBED THE DRUG] o f
20 the  s u b s t i t u t i o n ^  and s h a l l  r e c o r d  on t h e  p r e s c r i p t i o n  and keep  a
21 r e c o r d  o f  t h e  name and m an u f a c t u r e r  o f  t h e  d rug  s u b s t i t u t e d .
22 *  Sec .  2 .  AS 0 8 . 8 0 . 2 9 5  i s  amended by a dd ing  new s u b s e c t i o n s  t o  r e a d :
23 ( i )  A p h a rm a c i s t  who s u b s t i t u t e s  a d rug  i n  c omp l i a nce  w i t h  t h i s
24 s e c t i o n  i n c u r s  no g r e a t e r  l i a b i l i t y  i n  f i l l i n g  the  p r e s c r i p t i o n  by
25 d i s p e n s i n g  th e  e q u i v a l e n t  d rug  p r o d u c t  than  wou ld  be i n c u r r e d  i n
26 f i l l i n g  the  p r e s c r i p t i o n  by d i s p e n s i n g  t h e  p r e s c r i b e d  b r and  name d rug .
27 ( j )  E ve r y  pharmacy s h a l l  p o s t  a s i g n  i n  a l o c a t i o n  e a s i l v  seen
28 by p a t r o n s  a t  th e  c o u n t e r  where p r e s c r i p t i o n s  a r e  d i s p e n s e d  s t a t i n g
29 t h a t  "Unde r  A l a s k a  law a t h e r a p e u t i c a l l y  e q u i v a l e n t  bu t l e s s  e x p en s i v e

- 1 -  CSHB 2 0 9 ( F i n )



1 d rug  may,  i n  some c a r e s ,  be s u b s t i t u t e d  f o r  t h e  d rug  p r e s c r i b e d  by
2 y o u r  d o c t o r .  P l e a s e  c o n s u l t  y o u r  p h a rm a c i s t  o r  p h y s i c i a n . "  The
3 p r i n t i n g  on the  s i g n  s h a l l  be i n  b l o c k  l e t t e r s  n o t  l e s s  th an  one i n ch
4 i n  h e i g h t .
5 * Sec .  3 .  AS 4 7 . 0 7 . 0 3 0  i s  amended t o  r e a d :
6 Sec .  4 7 . 0 7 . 0 3 0 .  MEDICAL SERVICES TO BE PROVIDED. M ed i c a l  s e r -
7 v i c e s  t o  be o f f e r e d  t o  e l i g i b l e  p e r s o n s  i n c l u d e  i n p a t i e n t  h o s p i t a l ,
8 o u t p a t i e n t  h o s p i t a l ,  r u r a l  h e a l t h  c l i n i c ,  o u t p a t i e n t  s u r g i c a l  c a r e
9 c e n t e r s ,  l a b o r a t o r y  and X - r a y ,  r e f r a c t i o n s  and eye e x am in a t i o n s  by

10 o p h t h a lm o l o g i s t s  o r  o p t o m e t r i s t s ,  e y e g l a s s e s  p r e s c r i b e d  by a p h y s i c i a n
11 s k i l l e d  i n  d i s e a s e s  o f  t h e  eye o r  by an o p t o m e t r i s t ,  i n p a t i e n t  p s y c h i -
12 a t r i c  h o s p i t a l  f o r  p e r s o n s  age 65 o r  o l d e r  and p e r s o n s  unde r  age 2 1 ,
13 s k i l l e d  and i n t e rm e d i a t e  n u r s i n g  home, p h y s i c i a n ,  n u r s e  m idw i f e ,  home
14 h e a l t h  c a r e  s e r v i c e s ,  e a r l y  p e r i o d i c  s c r e e n i n g  d i a g n o s i s  and t r e a tm en t
15 o f  p e r s o n s  unde r  21 y e a r s  o f  age ,  c l i n i c  s e r v i c e s ,  t r e a tm en t  o f
16 sp eech ,  h e a r i n g  and l anguage  d i s o r d e r s ,  p h y s i c a l  t h e r a p y ,  o c c u p a t i o n a l
17 t h e r a p y ,  p r o s t h e t i c  d e v i c e s  and m ed ic a l  s u p p l i e s ,  l o n g - t e rm  c a r e
18 n o n i n s t i t u t i o n a l  s e r v i c e s ,  p r e s c r i b e d  d r u g s ,  and r e a s o n a b l e  t r a n s p o r -
19 t a t i o n  t o  and f r om  th e  p o i n t  o f  m ed ic a l  c a r e .  A d d i t i o n a l  s e r v i c e s  may
20 n o t  be p r o v i d e d  u n l e s s  app ro ved  by the  l e g i s l a t u r e .
21 *  Sec .  4 .  AS 4 7 . 0 7 . 0 3 5  i s  amended t o  r e a d :
22 Sec .  4 7 . 0 7 . 0 3 5 .  PRIORITY OF SERVICES. I f  th e  f u n d in g  i n  a
23 f i s c a l  y e a r  i s  i n a d equ a t e  t o  f i n a n c e  the  t o t a l  m ed i c a l  a s s i s t a n c e
24 p rog ram  unde r  t h i s  c h a p t e r ,  the depa r tmen t  s h a l l ,  t o  t h e  e x t e n t  t h a t
25 f e d e r a l  l aw  and f u nd in g  p e rm i t s ,  p r o v i d e  m ed i c a l  a s s i s t a n c e  i n  th e
26 f o l l o w i n g  o r d e r :
27 ( 1 )  aged ,  b l i n d ,  o r  d i s a b l e d  p e r s o n s  who
28 (A ) do n o t  r e c e i v e  s u pp l em en t a l  s e c u r i t y  income unde r
29 42 U . S . C .  1381  - 1 383c  ( T i t l e  XV I ,  S o c i a l  S e c u r i t y  A c t )  because

CSHB 2 0 9 ( F i n )  - 2 -



1 th ey  do no t  meet income and r e s o u r c e s  r e q u i r e m e n t s ;  and
2 ( B )  a r e  e l i g i b l e  t o  r e c e i v e  an o p t i o n a l  s t a t e  s u p p l e -
3 men ta r y  payment ;
4 ( 2 )  p e r s o n s  i n  a m ed i c a l  o r  i n t e rm e d i a t e  c a r e  f a c i l i t y
5 (A ) whose income w h i l e  i n  the  f a c i l i t y  does n o t  exceed
6 300 p e r c e n t  o f  th e  s u pp l em en t a l  s e c u r i t y  income b e n e f i t  r a t e
7 unde r  42 U . S . C .  1381  - 1383c ( T i t l e  XV I ,  S o c i a l  S e c u r i t y  A c t ) ;
8 and
9 ( B )  who would no t be e l i g i b l e  f o r  an o p t i o n a l  s t a t e

10 su pp l em en t a r y  payment i f  they  l e f t  t h e  f a c i l i t y ;
11 ( 3 )  p e r s o n s  unde r  21  y e a r s  o f  age
12 (A ) who a r e  unde r  t h e  s u p e r v i s i o n  o f  th e  d e p a r tm en t ;
13 ( B )  whose ma in tenance  i s  p a i d  i n  who le  o r  i n  p a r t  f r om
14 p u b l i c  f u n d s ;  and
15 (C )  who a r e  i n  f o s t e r  homes o r  p r i v a t e  c h i l d - c a r e
16 i n s t i t u t i o n s ;
17 ( 4 )  p e r s o n s  unde r  21  y e a r s  o f  age who
18 (A )  r e c e i v e  t r e a tm en t  i n  a p s y c h i a t r i c  h o s p i t a l ;  and
19 ( B )  a r e  f i n a n c i a l l y  e l i g i b l e  as d e t e rm in ed  by th e
20 s t a n d a r d s  o f  42 U . S . C .  601  - 615 ( T i t l e  IV -A ,  S o c i a l  S e c u r i t y
21 A c t ,  A id  t o  F a m i l i e s  w i t h  Dependent C h i l d r e n ) ;
22 ( 5 )  p e r s o n s  unde r  21  y e a r s  o f  age who a r e
23 (A ) i n  an i n s t i t u t i o n  d e s i g n a t e d  by the  depa r tmen t  as
24 an i n t e rm e d i a t e  c a r e  f a c i l i t y  f o r  t h e  m e n t a l l y  r e t a r d e d ;  and
25 ( B )  f i n a n c i a l l y  e l i g i b l e  as d e t e rm in ed  by th e  s t a n -
26 d a rd s  o f  t h e  f e d e r a l  a i d  t o  f a m i l i e s  w i t h  dependent c h i l d r e n
27 p r og r am ;
28 ( 6 )  women who a r e  p r e g n a n t ;
29 ( 7 )  p e r s o n s  unde r  21  y e a r s  o f  age who do n o t  q u a l i f y  f o r
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1 b e n e f i t s  unde r  the  f e d e r a l  a i d  t o  f a m i l i e s  w i t h  dependent c h i l d r e n
2 p rog ram because  they  a r e  n o t  dependent  c h i l d r e n ;
3 ( 8 )  i n t e rm e d i a t e  n u r s i n g  home s e r v i c e s ;
4 ( 9 )  p r e s c r i b e d  d r u g s ;
5 ( 1 0 )  eye e x am in a t i o n s  by an o p h t h a lm o l o g i s t  o r  o p t o m e t r i s t ;
6 o r  e y e g l a s s e s  p r e s c r i b e d  by a p h y s i c i a n  s k i l l e d  i n  th e  d i s e a s e s  o f  th e
7 eye o r  by an o p t o m e t r i s t ;
8 ( 1 1 )  [ ( 1 0 ) ]  t r e a tm en t  o f  speech ,  h e a r i n g ,  o r  language  d i s o r
9 d e r s ;

10 ( 1 2 )  [ ( 1 1 ) ]  p h y s i c a l  o r  o c c u p a t i o n a l  t h e r a p y ;
11 ( 1 3 )  [ ( 1 2 ) ]  c a r e  a t  an i n t e rm e d i a t e  c a r e  f a c i l i t y  f o r  th e
12 m e n t a l l y  r e t a r d e d ;
13 ( 1 4 )  [ ( 1 3 ) ]  c a r e  i t  an i n p a t i e n t  p s y c h i a t r i c  f a c i l i t y ;
1A ( 1 5 )  [ ( 1 4 ) ]  community m en t a l  h e a l t h  c l i n i c  s e r v i c e s ;
15 ( 1 6 )  [ ( 1 5 ) ]  s u r g i c a l  c a r e  c e n t e r  s e r v i c e s ;
16 ( 1 7 )  [ ( 1 6 ) ]  n u r s e  m idw i fe  s e r v i c e s ;
17 ( 1 8 )  [ ( 1 7 ) ]  m ed i c a l  s u p p l i e s  and equipment ;
18 ( 1 9 )  [ ( 1 8 ) ]  l o n g - t e rm  c a r e  n o n i n s t i t u t i o n a l  s e r v i c e s .
19 *  Sec .  5 .  AS 4 7 . 0 7  i s  amended by add ing  a new s e c t i o n  t o  r e a d :
20 Sec .  4 7 . 0 7 . 2 0 0 .  PAYMENT FOR PRESCRIBED DRUGS, Payment t o  a
21 p h a rm a c i s t  f o r  t h a t  p o r t i o n  o f  p r e s c r i b e d  d rug  expenses  r e im b u r s a b l e
22  unde r  Med ica id  s h a l l  be made i n  a c co rdan ce  w i t h  42  C . F . R .  4 4 7 . 3 3 1 ,
23 4 4 7 . 3 3 2 ,  4 4 7 . 3 3 3 ,  and 4 4 7 . 3 3 4 .  I f  p e rm i t t e d  unde r  f e d e r a l  law ,
24  ( I )  t h e  payment t o  a p h a rm a c i s t  f o r  p r e s c r i b e d  d rugs  s h a l l
25 be made i n  a c co rdance  w i t h  a f o rm u l a  ba sed  on the  u s u a l  and cus tomary
26 cha rges  f o r  t h o s e  d r u g s ;  and
27 ( 2 )  an amount e q u a l  t o  t h e  u s u a l  and cus toma ry  cha rg e s  f o r
28 the  d rugs  minus the  p o r t i o n  o f  t h e  d rug  expenses  r e im b u r s a b l e  unde r
29 Med ica id  s h a l l  be p a i d  f r om  s t a t e  g e n e r a l  r e l i e f  m ed i c a l  f u n d s .
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Sec .  6 .  AS 4 7 . 0 7 . 9 0 0  i s  amended by add ing  a new p a r a g r a p h  t o  r e a d :
( 7 )  " p r e s c r i b e d  d r u g s "  has th e  meaning g i v e n  i n  42 CFR

4 4 0 . 1 2 0 .
Sec .  7 .  AS 4 7 . 0 7 . 0 3 0  i s  amended t o  r e a d :

Sec .  4 7 . 0 7 . 0 3 0 .  MEDICAL SERVICES TO BE PROVIDED. Med ic a l  s e r ­
v i c e s  t o  be o f f e r e d  t o  e l i g i b l e  p e r s o n s  i n c l u d e  i n p a t i e n t  h o s p i t a l ,  
o u t p a t i e n t  h o s p i t a l ,  r u r a l  h e a l t h  c l i n i c ,  o u t p a t i e n t  s u r g i c a l  c a r e  
c e n t e r s ,  l a b o r a t o r y  and X - r a y ,  r e f r a c t i o n s  and eye e x am in a t i o n s  by 
o p h t h a lm o l o g i s t s  o r  o p t o m e t r i s t s ,  e y e g l a s s e s  p r e s c r i b e d  by a p h y s i c i a n  
s k i l l e d  i n  d i s e a s e s  o f  th e  eye  o r  by an o p t o m e t r i s t ,  i n p a t i e n t  p s y c h i ­
a t r i c  h o s p i t a l  f o r  p e r s o n s  age 63 o r  o l d e r  and p e r s o n s  unde r  age 2 1 ,  
s k i l l e d  and i n t e rm e d i a t e  n u r s i n g  home, p h y s i c i a n ,  n u r s e  m idw i f e ,  home 
h e a l t h  c a r e  s e r v i c e s ,  e a r l y  p e r i o d i c  s c r e e n i n g  d i a g n o s i s  and t r e a tm en t  
o f  p e r s o n s  unde r  ?1  y e a r s  o f  age ,  c l i n i c  s e r v i c e s ,  t r e a tm en t  o f  
speech ,  h e a r i n g  and language  d i s o r d e r s ,  p h y s i c a l  t h e r a p y ,  o c c u p a t i o n a l  
t h e r a p y ,  p r o s t h e t i c  d e v i c e s  and m ed ic a l  s u p p l i e s ,  l o n g - t e rm  c a r e  
n o n i n s t i t u t i o n a l  s e r v i c e s ,  [PRESCRIBED DRUGS,] and r e a s o n a b l e  t r a n s ­
p o r t a t i o n  t o  and f r om  the  p o i n t  o f  m ed ic a l  c a r e .  A d d i t i o n a l  s e r v i c e s  
may no t  be p r o v i d e d  u n l e s s  app ro ved  by th e  l e g i s l a t u r e .

✓
Sec .  8 .  AS 0 8 . 8 0 . 2 9 5 ( b ) ,  ( c ) ,  and ( f )  a r e  r e p e a l e d .
Sec .  9 .  AS 4 7 . 0 7 . 0 3 5 ( 9 ) ,  4 7 . 0 7 . 2 0 0 ,  and 4 7 . 0 7 . 9 0 0 ( 7 ;  a r e  r e p e a l e d .  
Sec .  10 .  S e c t i o n s  1 - 6  and 8 o f  t h i s  Act t a k e  e f f e c t  Oc tob e r  1 ,  1 9 85 .  
Sec .  11 .  S e c t i o n s  7 and 9 o f  t h i s  Act t a k e  e f f e c t  J u l y  1 ,  1 9 87 .
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DEPT. OF HEALTH AAD SOCIAL SERVICES

DIVISION OF MEDICAL ASSISTAN CE

BILL SHEFFIELD, GOVERNOR

POUCH H-C7
JUNEAU . ALASKA 99811 
PHONE:

( 9 0 7 )
4 6 5 - 3 3 5 5

F e b r u a r y  4 ,  1 9 8 5

The H o n o r a b l e  J o e  J o s e p h s o n  
Pouch V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  J o s e p h s o n :

D u r i n g  a r e c e n t  S e n a t e  HESS Comm it t ee  m e e t i n g  y ou  r e q u e s t e d  c o p i e s  o f  any  
b i l l s  p r e v i o u s l y  f i l e d  i n  t h e  L e g i s l a t u r e  t h a t  w ou ld  have  moved p r e s c r i b e d  
d r u g s  f r o m  G e n e r a l  R e l i e f  M ed i c a l  t o  M ed i c a i d  i n  o r d e r  t o  e a r n  f e d e r a l  
f u n d s .

P e r  o u r  c o n v e r s a t i o n  on J a n u a r y  3 1 ,  1 9 8 5  I  was n o t  a b l e  t o  come up w i t h  a l l  
t h e  l e g i s l a t i v e  p r o p o s a l s  t h a t  have  been c o n s i d e r e d  b e cau se  o u r  r e c o r d s  
o n l y  go back  t h r e e  y e a r s .  Howeve r ,  I d i d  l o c a t e  o u r  documents  on S e n a t e  
B i l l  8 1 7  f r o m  th e  1 9 82  s e s s i o n .

The A p r i l  6 ,  1 9 82  Commit tee  S u b s t i t u t e  f o r  SB817  wbu ld  have  added p r e ­
s c r i b e d  d r u g s  t o  M ed i c a id  ( p l e a s e  n o t e  l i n e  2 5  on page l ) c  C o m n i s s i o n e r  
H e l e n  B e i r n e  s e n t  l e t t e r s  t o  s e v e r a l  L e g i s l a t o r s  e x p l a i n i n g  t h e  a f f e c t  o f  
t h i s  change  ( p l e a s e  n o t e  a t t a c h e d  c o p i e s  d a t e d  A p r i l  2 3 ,  1 9 8 2 ) .  S e n a t e  
B i l l  8 1 7  was s u b s e q u e n t l y  p a s s e d  by t h e  L e g i s l a t u r e  w i t h o u t  t h e  p r e s c r i b e d  
d r u g  change  i n c l u d e d  ( p l e a s e  n o t e  c o p y  o f  f i n a l  b i l l ) .

House B i l l  4 1  d u r i n g  t h e  1 981  s e s s i o n  a l s o  a t t e m p t e d  t h i s  c h ang e .  I  do n o t  
h i . / e  c o p i e s  o f  t h a t  i n  my f i l e s .

I f  I  may p r o v i d e  any  a d d i t i o n a l  i n f o r m a t i o n ,  p l e a s e  l e t  me know.

06-F145LH
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Relating to oedical assistance for needy persons; and providing 
for an effective date.
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Chapter 132

AN ACT

R e la t in g  to  r a d i c a l  a s s i s t a n c e  fo r  needy pt-T- 

a o n s ; and p ro v id in g  f o r  an  e f f e c t i v e  d a te .

S e c tio n  1 . AS 4 7 .0 7 .0 2 0 (b )  i s  amended by adding new p a ra g ra p h s  tc  re a d :

(6) p e rso n a  u n d e r  21 y e a r s  o f age who w ould be e l i g i b l e  fo r  

b e n e f i t s  u n d e r th e  f e d e r a l  a id  t o  f a m i l ie s  w ith  dep en d en t c h ild re n  

program , bu t edio do n o t  q u a l i f y  b e c a u se  they  a re  n o t  d ep enden t c h ild re m

(9) women who a r e  p re g n a n t .

S ec . 2 . AS 4 7 .0 7 .0 3 0  i s  amended t o  re a d :

S ec . 4 7 .0 7 .0 3 0 . MEDICAL SERVICES TO BE PROVIDED. M edical a e rv ic e s  

t c  be o f f e r e d  t c  e l i g i b l e  p e rso n s  in c lu d e  in p a t i e n t  h o s p i t a l ,  o u tp a t ie n t  

h o s p i t a l ,  r u r e l  h e a l t h  c l i n i c ,  o u t p a t i e n t  s u rg ic a l  c a r t  c e n t e r s ,  la b o ra ­

to ry  and X -ra y , r e f r a c t i o n s  and eye ex am in atio n s by o p h th a lm o lo g is ts  o r  

o p to m e t r is ts ,  e y e g la s s e s  p r e s c r ib e d  by a p h y s ic ia n  s k i l l e d  i n  d is e a s e s  

o f th e  eye o r  by ar. o p to m e t r i s t ,  i n p a t i e n t  p s y c h ia t r i c  h o s p i t a l  fo r  

p e rso n s  age 65 o r  o l d t r  and p e rso n s  u n d e r age 21, s k i l l e d  and  in te rm e d i­

a te  n u rs in g  home, p h y s ic ia n ,  n u rs e  m idw ife , hone h e a l th  c a r e  s e r v ic e s ,  

e a r ly  p e r io d ic  s c re e n in g  d ia g n o s is  and tre a tm e n t o f  p e rso n s  under 21 

y e a rs  o f age, c l i n i c  s e r v i c e s ,  t r e a tm e n t o f sp eech , h e a r in g  and language 

d is o r d e r s .  p h y s ic a l  th e r a p y ,  o c c u p a tio n a l  th e ra p y ,  p r o s t h e t i c  d ev ices  

a n d r a d ic a l  s u r o l i e s .  l o n g - t e r r  c a rc  n o n ln s t i r a t io n a l  s e r v i c e s ,  a r c  r e a ­

so n ab le  t r a n s p o r t a t i o n  to  and  from th e  p o in t o f m edical care-. Nc- a d d i­

t io n a l  s e r v ic e s  may be p ro v id e d  u n le s s  approved by th e  l e g i s l a t u r e .  

S ec . 3 . AS 4 7 .0 7  i s  B randed by ad d in g  a new s e c t io n  to  r e a d :
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S e e . 4 7 .0 7 .0 3 5 .  PRIORITY OF SERVICES. I f  th e  fu n d in g  In  a f l a c a l  

y e a r  l a  In a d e q u a te  t o  f in a n c e  t h e  t o t a l  m edical a s s i s t a n c e  program- un d er 

t h i s  c h a p te r ,  t h e  d e p artm e n t a h a l l ,  t o  th e  e x te n t  t h a t  f e d e r a l  law and 

fu n d in g  p e r m i t s ,  p ro v id e  m ed ica l a a a ia ta n c e  i n  th e  fo l lo w in g  o r d e r :

(1 )  a g ed , b l i n d ,  o r  d la a b le d  p e rro n s  who

(A) do n o t  r e c e iv e  a u p p le c e n ta l  a e c u r i t y  income u n d e r 

T i t l e  XVI o f  th e  S o c ia l  S e c u r i ty  Act b ecau se  th ey  de n o t  meet 

incom e nd  r e a o u rc e a  r e q u ire m e n ts  s and

(B) a r e  e l i g i b l e  t o  re c e iv e  an  o p t io n a l  a t a t e  s u p p le ­

m en tary  pay-rent i

(2 )  p e rso n s  i n  a m ed ical o r  in te r m e d ia te  c a re  f a c i l i t y

(A) whose income w h ile  ir. th e  f a c i l i t y  does n o t exceed  

300 p e r c e n t  o f th e  su p p lem en ta l s e c u r i ty  income b e n e f i t  r a te  un d er 

T i t l e  XVI o f  th e  S o c ia l  S e c u r i ty  A c t; and

(B) who w ould  n o t  be e l i g i b l e  fo r  an  o p t io n a l  a t a t e  

su p p le m e n ta ry  paym ent i f  th e y  l e f t  th e  f a c i l i t y :

(3 )  p e rso n s  u n d e r 21 y e a rs  o f age

(A) who a r e  u n d e r th e  a u p e rv is io n  o f  th e  d e p a r tm e n t;

(B) whose m a in ten a n ce  i s  p a id  In  whole o r  i n  p a r t  f re e  

p u b l ic  f i n d s ; and

(C) who a r e  i n  f o s t e r  homes o t  p r i v a t e  c h i l d - c a r e  i n s t i ­

t u t i o n s  -,

(4 )  p e rso n s  u n d e r 21 y e a rs  o f  age who

(A) r e c e iv e  tr e a tm e n t  ir . a p s y c h i a t r i c  h o s p i t a l :  and

(B) a re  f i n a n c i a l l y  e l i g i b l e  a s  d e te rm in e d  by  th e  s t a n ­

d a rd s  o f  P a r t  A o f  T i t l e  IV o f th e  S o c ia l S e c u r i ty  A c t;

(5 )  p e rso n s  un d er 21 y e a rs  o f age who a re

(A) i n  an  i n s t i t u t i o n  d e s ig n a te d  by th e  d ep artm en t a s  an

i n t e r r e d ;  a t e  c a r e  f a c i l i t y  fo r  the  m e n ta lly  r e ta r d e d :  and
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(B) f i n a n c i a l l y  e l i g i b l e  a» d e te rm in e d  by th e  s ta n d a rd s  

o f  th e  f e d e r a l  a id  to  f a a l l l e s  w ith  dependen t c h i ld r e n  program ;

(6 ) women who a re  p re g n a n t:

(7 ) p e rao n a  under 21 y e a rs  o f age who do n o t q u a l i f y  fo r

b e n e f l ta  under th e  f e d e ra l  a id  to  f a m i l ie s  w ith  d ep en d en t c h ild re n

program  b ecau se  th e y  a re  no t dependent c h i ld r e n :

(8 ) in te rm e d ia te  n u rs in g  home s e r v i c e s :

(9 ) eye e x am in a tio n s  by an o p h th a lm o lo g is t  o r o p to m e t r i s t :  or 

e y e g la s s e s  p r e s c r ib e d  by a p h y s ic ia n  s k i l l e d  In  th e  d i s e a s e s  o f th e  eye 

or by ar. o p to m e t r i s t ;

(10) t re a tm e n t  o f sp eech , h e a r in g ,  o r  language  d i s o r d e r s ;

(11) p h y s ic a l  o r o c c u p a tio n a l  th e ra p y :

(12) c a re  a t  an  In te rm e d ia te  c a re  f a c i l i t y  fo r  th e  m en ta lly

r e t a r d e d ;

(13) c a re  a t  an i n p a t i e n t  p a y c h ia t - i c  f a c i l i t y ;

(14) cossm inity  m ental h e a l th  c l i n i c  s e r v i c e s :

(15) s u r g ic a l  c a re  c e n te r  s e r v i c e s ;

(16) n u rse  m idw ife s e r v i c e s ;

(17) m ed ica l s u p p l ie s  and eq u ipm en t;

(18) lo n g - te rm  c a re  n o n i n s t l t u t l o n a l  s e r v i c e s .

* S ee . 4 . AS 4 7 .0 7 .0 8 0 (4 )  i s  r e p e a le d  and re e n a c te d  to  re a d :

(4 ) " c l i n i c  s e r v ic e s "  means s e r v ic e s  p ro v id e d  by s t a t e -

approved  o u tp a t i e n t  c o ram n lty  m enta l h e a l th  c l i n i c s  t h a t  r e c e iv e  g ra n ts

under AS 4 7 .3 0 .5 2 0  - 4 7 .3 0 .6 2 0 , s t a te - o p e r a t e d  community m en ta l h e a l th

c l i n i c s ,  and p h y s ic ia n  c l i n i c s .

» S ec . 5. T h is  Act ta k e s  e f f e c t  Im m ediate ly  in  a cc o rd an c e  w ith  AS 0 1 .1 0 .-  

'0 7 0 (c ) .
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M ir S. HAMM OHO. SOrtKMDA

06-F38LH

DEPT. OF HEALTH  AJVD SOCIAL SERVICES TuneHS.alaska n a n

OFFICE OF THE COMMISSIONER phone.-' 465-3030

April 23, 1982 DOCUMENT NO. 150-82

The H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
S e n a t o r
A l a s k a  S t a t e  L e g i s l a t u r e  
Pouch  V
J u n e a u ,  A l a s k a  9 9 8 1 1

Re :  S e n a t e  R i l l  8 1 7

D e a r  S e n a t o r  S t u r g u l e w s k i :

You r e q u e s t e d  c l a r i f i c a t i o n  o f  t h e  p h a rm a c e u t i c a l  i s s u e  i n v o l v e d  i n  
CSSEs 8 1 7  and t h e  D e p a r tm e n t ' s  p o s i t i o n  on i t s  d e l e t i o n  f r om  th e  b i l l .  
From t h e  o u t s e t  I w o u l d  l i k e  t o  mak? i t  c l e a r  t h a t  t h e  D ep a r tm e n t  
s t r o n g l y  s u p p o r t s  CSSB 8 1 7  e v e n  i f  t h e  p h a rm a c e u t i c a l  change i s  d e l e t e d .  
A l t h o u g h  f o r  r e a s o n s  e l a b o r a t e d  b e l ow  t h e  p h a rm a c e u t i c a l  t r a n s f e r  w o u l d  
i n c r e a s e  o u r  FY83 p u r c h a s i n g  power  by  n e a r l y  $1 m i l l i o n ,  t h e  r e m a i n i n g  
p r o v i s i o n s  o f  CSSB 8 1 7  a r e  e v en  more  c r i t i c a l  and r e q u i r e  l e g i s l a t i v e  
p a s s a g e  t h i s  s e s s i o n .

As y o u  know ,  p h a rm a c i e s  c u r r e n t l y  p r o v i d e  d r u g s  t o  M ed i c a id  and G e n e r a l  
R e l i e f  M ed i c a l  r e c i p i e n t s  t h r o u g h  t h e  G e n e r a l  R e l i e f  P r og r am  p a id  s o l e l y  
f r o m  s t a t e  f u n d s .  Pha rmacy  c o s t s  a r e  e x p e c t e d  t o  be $ 1 . 7  m i l l i o n  i n  
FY 8 3 .

S e n a t e  B i l l  8 1 7  w o u l d ,  among o t h e r  t h i n g s ,  move p h a rm a c e u t i c a l s  f o r  
M e d i c a i d  r e c i p i e n t s  u n d e r  M ed i c a i d  h e r e  t h e  S t a t e  wou ld  r e c e i v e  4 8 ?  
c o s t  s h a r i n g  by t h e  f e d e r a l  g o v e r nm en t  f o r  p h a rm a c e u t i c a l  c o s t s .  The 
s o l e  f e d e r a l  c o n d i t i o n  f o r  a c c e p t i n g  a 48?.' c o s t  s h a r i n g  f o r  
p h a r m a c e u t i c a l s  i s  t h a t  A l a s k a  b e g i n  p a y i n g  p h a rm a c i s t s  on a f o r m u l a r y  
b a s i s  r a t h e r  t h a n  a c t u a l  c h a r g e s .  As t h e  Depa r tmen t  i n t e n d e d  t o  
e s t a b l i s h  a f o r m u l a r y  anyway i n  FY 8 3 ,  t h i s  f e d e r a l  r e q u i r em en t  d i d  n o t  
p r e s e n t  a m a j o r  p r o b l e m .  On t h e  a v e r a g e  t h i s  c o u l d  r e p r e s e n t  a 1 5 ?  
r e d u c t i o n  b e l ow  a c t u a l  c h a r g e s  f o r  p h a r m a c i s t s .

I t  i s  o u r  u n d e r s t a n d i n g  t h a t  p h a rm a c i s t s  o p p o s e  t h i s  change p r ima -  ! l .y 
b e c a u s e  o f  t h e  g r e a t e r  r e im b u r s em en t  f l e x i b i l i t y  t h e y  p e r c e i v e  unde r  i>:‘ 
M ed i c a l  t h a n  M e d i c a i d .  A l t h o u g h  we a p p r e c i a t e  t h i s  v i ew ,  t h e  D ep a r tm e n t  
w i l l  be r e im b u r s i n g  e l l  m e d i c a l  p r o v i d e r s ,  t o  i n c l u d e  p h a rm a c i s t s ,  a t  a 
r e d u c e d  r a t e  i n  FY83 i f  CSSB 8 1 7  f a i l s  t o  p a s s  t h i s  s e s s i o n .

The p u r p o s e  o f  CSSB 8 1 7  i s  t o  s t r e t c h  t h e  p u r c h a s i n g  power  o f  l i m i t e d  
s t a t e  f u n d s  by m a x im i z i n g  f e d e r a l  e a r n i n g s  i n  o r d e r  t o  en su r e  t h a t  a l l  
o f  A l a s k a ' s  needy c h i l d r e n  c o n t i n u e  t o  r e c e i v e  a f u l l  r a ng e  o f  m e d i c a l  
s e r v i c e s  i n  FY 8 3 ,  and t h a t  p r o v i d e r  r a t e  r e d u c t i o n s  a r e  m in im i z e d .



Arliss Sturgulewski April 23, 1982

Rem ov ing  t h e  p h a rm a c e u t i c a l  t r a n s f e r  f r o m  CSSB 8 1 7  do e s  n o t  make t h e  
b i l l  a n y  l e s s  c r i t i c a l ,  b u t  w i l l  r e d u c e  o u r  p u r c h a s i n g  powe r  by n e a r l y  
$1  m i l l i o n  a s  we w i l l  n o t  be e a r n i n g  f e d e r a l  f u n d s  f o r  t h i s  i t e m  so  l o n g  
a s  i t  r e m a i n s  u n d e r  6R M e d i c a l .  T h i s  S I  m i l l i o n  w o u l d ,  by o u r  e s t i m a t e ,  
h a v e  p u r c h a s e d  m ed i c a l  s e r v i c e s  f o r  a p p r o x i m a t e l y  an a d d i t i o n a l  1 0 0 0  
p e r s o n s  i n  FY83 .

A g a i n ,  t h e  D ep a r tm e n t  v e r y  s t r o n g l y  s u p p o r t s  p a s s a g e  o f  CSSB 8 1 7  ev en  
w i t h o u t  t h e  p h a rm a c e u t i c a l  t r a n s f e r  i n c l u d e d ,  3S w i t h o u t  t h e  r e m a i n i n g  
p r o v i s i o n s  o f  CSSB 8 1 7 ,  a g r e a t  many c h i l d r e n  f r o m  l ow - i n c om e  f a m i l i e s  
may be  l i m i t e d  t o  r e c e i v i n g  o n l y  eme rgency  m ed i c a l  s e r v i c e s  i n  FY83 .  
The r e m a i n i n g  p r o v i s i o n s  o f  CSSR *817 w o u l d  p r e v e n t  t h i s  f r om  h a p p e n i n g .

I s i n c e r e l y  hope t h i s  l e t t e r  ha s  s e r v e d  t o  c l a r i f y  t h e  D e p a r tm e n t ' s  
v i ew s  on t h e  p h a rm a c e u t i c a l  i s s u e ,  and t h e  c r i t i c a l i t . y  o f  CC.SB 8 1 7  t o  
c u r  FY83  m e d i c a l  p r o g r am  e v en  i f  t h e  p h a rm a c e u t i c a l  t r a n s f e '  i s  r emoved 
f r o m  t h e  b i l l .

S i n c e r e l y ,

Helen D. Deirne
Commissioner

cc: Allen Korhonen
Rod Betit



M r s  HAM MO MO. MOVfAMM

D EFT . OF  HEALTH  AND SOC IAL SERVICES
OFFICE OF THE COMMISSIONER

POUCH H O I
JUNEAU. ALASKA 99811
PHONE: 465-3030

April 23, 1982 DOCUMENT NO. 150-82

The H o n o r a b l e  R i c h a r d  E l i a s o n  
S e n a t o r
A l a s k a  S t a t e  L e g i s l a t u r e  
P ouch  V
J u n e a u ,  A l a s k a  99811

D e a r  S e n a t o r  E l i a s o n :

You r e q u e s t e d  c l a r i f i c a t i o n  o f  t h e  p h a rm a c e u t i c a l  i s s u e  i n v o l v e d  in  
CSSB 8 1 7  and t h e  D e p a r tm e n t ' s  p o s i t i o n  on i t s  d e l e t i o n  f r om  t h e  b i l l .  
F rom t h e  o u t s e t  I wou ld  l i k e  t o  make i t  c l e a r  t h a t  t h e  D e p a r tm e n t  
s t r o n g l y  s u p p o r t s  CSSB 8 1 7  e v e n  i f  t h e  p h a rm a c e u t i c a l  change i s  d e l e t e d .  
A l t h o u g h  f o r  r e a s o n s  e l a b o r a t e d  b e l ow  t h e  p h a rm a c e u t i c a l  t r a n s f e r  w ou ld  
i n c r e a s e  o u r  FY83 p u r c h a s i n g  powe r  by n e a r l y  S i  m i l l i o n ,  t h e  r e m a i n i n g  
p r o v i s i o n s  o f  CSSB 817 a r e  e v en  more  c r i t i c a l  and r e q u i r e  l e g i s l a t i v e  
p a s s a g e  t h i s  s e s s i o n .

As y o u  know ,  pha rmac ies  c u r r e n t l y  p r o v i d e  d r u g s  t o  Med ica id  and G e n e r a l  
R e l i e f  M ed i c a l  r e c i p i e n t s  t h r o u g h  t h e  G e n e r a l  R e l i e f  P rog ram p a i d  s o l e l y  
f r o m  s t a t e  f u n d s .  Pha rmacy  c o s t s  a r e  e x p e c t e d  t o  be $ 1 . 7  m i l l i o n  i n

S e n a t e  B i l l  8 1 7  w ou ld ,  among o t h e r  t h i n g s . ,  move p h a rm a c e u t i c a l s  f o r  
M e d i c a i d  r e c i p i e n t s  u n d e r  M ed i c a i d  whe re  t h e  S t a t e  wou ld  r e c e i v e  48% 
c o s t  s h a r i n g  by th e  f e d e r a l  g o v e r nm en t  f o r  p h a rm a c e u t i c a l  c o s t s .  The 
s o l e  f e d e r a l  c o n d i t i o n  f o r  a c c e p t i n g  a 4 8 2  c o s t  s h a r i n g  f o r  
p h a r m a c e u t i c a l s  i s  t h a t  A l a s k a  b e g i n  p a y i n g  p h a rm a c i s t s  on a f o r m u l a r y  
b a s i s  r a t h e r  than  a c t u a l  c h a r g e s .  As t h e  D epa r tmen t  i n t e n d e d  t o  
e s t a b l i s h  a f o r m u l a r y  anyway  i n  FY 8 3 ,  t h i s  f e d e r a l  r e q u i r em en t  d i d  n o t  
p r e s e n t ,  a ms. io r  p r o b l em .  On t h e  a v e r a g e  t h i s  c o u l d  r e p r e s e n t  a 15% 
r e d u c t i o n  b e l ow  a c t u a l  c h a r g e s  f o r  p h a rm a c i s t s .

I t  i s  o u r  u n d e r s t a n d in g  t h a t  p h a rm a c i s t s  oppose  t h i s  change p r i m a r i l y  
b e c a u s e  o f  t h e  g r e a t e r  r e im bu r s em en t ,  f l e x i b i l i t y  t h e y  p e r c e i v e  u n d e r  GR 
M e d i c a l  t h a n  M ed ic a id .  A l t h o u g h  we a p p r e c i a t e  t h i s  v i ew ,  t h e  D e p a r tm e n t  
w i l l  be r e im b u r s i n g  a l l  m e d i c a l  p r o v i d e r s ,  t o  i n c l u d e  p h a r m a c i s t s ,  a t  a 
r e d u c e d  r a t e  i n  FY83 i f  CSSB 8 1 7  f a i l s  t o  pa ss  t h i s  s e s s i o n .

The  p u r p o s e  o f  CSSB 817  i s  t o  s t r e t c h  t h e  p u r c h a s i n g  power o f  l i m i t e d  
s t a t e  f u n d s  by m ax im i z ing  f e d e r a l  e a r n i n g s  i n  o r d e r  t o  en su r e  t h a t  a l l  
o f  A l a s k a ' s  needy c h i l d r e n  c o n t i n u e  t o  r e c e i v e  a f u l l  r ange o f  m e d i c a l  
s e r v i c e s  i n  FY83I  and t h a t  p r o v i d e r  r a t e  r e d u c t i o n s  a r e  m in im i z e d .

Re :  S e n a t e  B i l l  817

FY 8 3 .



Richerd Eliason - 2 - A p r i l  23, 1982

Remov ing  t h e  p h a r m a c e u t i c a l  t r a n s f e r  f r o m  CSSB 8 1 7  does  n o t  make t h e  
b i l l  a n y  l e s s  c r i t i c a l ,  b u t  w i l l  r e d u c e  o u r  p u r c h a s i n g  powe r  by  n e a r l y  
$1 m i l l i o n  as  we w i l l  n o t  be  e a r n i n g  f e d e r a l  f u n d s  f o r  t h i s  i t e m  s o  l o n g  
a s  i t  r e m a i n s  u n d e r  GR M e d i c a l .  T h i s  $1 m i l l i o n  w o u l d ,  by o u r  e s t i m a t e ,  
h a v e  p u r c h a s e d  m ed i c a l  s e r v i c e s  f o r  a p p r o x im a t e l y  an a d d i t i o n a l  1 0 0 0  
p e r s o n s  i n  FY83 .

A g a i n ,  t h e  D ep a r tm en t  v e r y  s t r o n g l y  s u p p o r t s  p a s s a g e  o f  CSSB 8 1 7  even  
w i t h o u t  t h e  p h a rm a c e u t i c a l  t r a n s f e r  i n c l u d e d ,  as  w i t h o u t  t h e  r e m a i n i n g  
p r o v i s i o n s  o f  CSSB 8 1 7 ,  a g r e a t  many c h i l d r e n  f r om  l ow - in c om e  f a m i l i e s  
may be l i m i t e d  t o  r e c e i v i n g  o n l y  emergency m ed i c a l  s e r v i c e s  i n  FY83 .  
The r e m a i n i n g  p r o v i s i o n s  o f  CSSB 8 1 7  w ou ld  p r e v e n t  t h i s  f r o m  h a p p e n i n g .

I s i n c e r e l y  hope t h i s  l e t t e r  has s e r v e d  t o  c l a r i f y  t h e  D e p a r tm e n t ' s  
v i ew s  on t h e  p h a r m a c e u t i c a l  i s s u e ,  and t h e  c r i t i c a l i t v  o f  CSSB 8 1 7  t o  
o u r  FY83  m ed ic a l  p r o g r am  e v e n  i f  t h e  p h a rm a c e u t i c a l  t r a n s f e r  i s  removed 
f r o m  t h e  b i l l .

S i n c e r e l y ,

Helen D. Beirne
Commissioner

cc: Allen Korhonen
Rod Betit



M T S . HAMMOm). s o n  M M

D E P T .  OF  HEALTH AND SOCIAL SERVICES POUCH H O I
JUNEAU . ALASKA 99811

OFFICE OF THE COMMISSIONER phone.- 465-3030

April 23, 1982 DOCUMENT NO. 150-82

The H o n o r a b l e  F r a n k  F e r g u s o n  
S e n a t o r
A l a s k a  S t a t e  L e g i s l a t u r e  
P ouch  V
J u n e a u ,  A l a s k a  9 9 8 1 1

Re :  S e n a t e  B i l l  8 1 7

D e a r  S e n a t o r  F e r g u s o n :

1 w o u l d  l i k e  t o  p r o v i d e  a d d i t i o n a l  c l a r i f i c a t i o n  o f  t h e  p h a rm a c e u t i c a l  
i s s u e  i n v o l v e d  i n  CSSB 8 1 7  and t h e  D e p a r tm e n t ' s  p o s i t i o n  on i t s  d e l e t i o n  
f r o m  t h e  b i l l .  From t h e  o u t s e t  I wou ld  l i k e  t o  make i t  c l e a r  t h a t  t h e  
D e p a r tm e n t  s t r o n g l y  s u p p o r t s  CSSB 817  even  i f  t h e  p h a rm a c e u t i c a l  change 
i s  d e l e t e d .  A l t h o u g h  f o r  r e a s o n s  e l a b o r a t e d  b e l ow  t h e  p h a rm a c e u t i c a l  
t r a n s f e r  w ou ld  i n c r e a s e  o u r  FY83 p u r c h a s i n g  power  by n e a r l y  S i  m i l l i o n ,  
t h e  r e m a i n i n g  p r o v i s i o n s  o f  CSSB 817  a r e  e v en  more c r i t i c a l  and r e q u i r e  
l e g i s l a t i v e  p a s s a g e  t h i s  s e s s i o n .

As y o u  know ,  p h a rm a c i e s  c u r r e n t l y  p r o v i d e  d r u g s  t o  M e d i c a i d  and G e n e r a l  
R e l i e f  M ed i c a l  r e c i p i e n t s  t h r o u g h  t h e  G e n e r a l  R e l i e f  P r o g r am  p a id  s o l e l y  
f r o m  s t a t e  f u n d s .  Pha rmacy  c o s t s  a r e  e x p e c t e d  t o  be $ 1 . 7  m i l l i o n  i n  
FY 8 3 .

S e n a t e  B i l l  8 1 7  w o u l d ,  among o t h e r  t h i n g s ,  move p h a rm a c e u t i c a l s  f o r  
M e d i c a i d  r e c i p i e n t s  u n d e r  M ed i c a id  where t h e  S t a t e  w ou ld  r e c e i v e  4 8 ?  
c o s t  s h a r i n g  by t h e  f e d e r a l  gove rnmen t  f o r  p h a rm a c e u t i c a l  c o s t s .  The 
s o l e  f e d e r a l  c o n d i t i o n  f o r  a c c e p t i n g  a 4 8 ?  c o s t  s h a r i n g  f o r  
p h a r m a c e u t i c a l s  i s  t h a t  A l a s k a  beg in  p a y i n g  p h a rm a c i s t s  on a f o r m u l a r y  
b a s i s  r a t h e r  t h a n  a c t u a l  c h a r g e s .  As t h e  D ep a r tm e n t  i n t e n d e d  t o  
e s t a b l i s h  a f o r m u l a r y  anyway i n  FY83 ,  t h i s  f e d e r a l  r e q u i r e m e n t  d i d  n o t  
p r e s p n t  a ma. io r  p r o b l e m .  On t h e  a v e r a g e  t h i s  c o u l d  r e p r e s e n t  a 1 5 ?  
r e d u c t i o n  b e l ow  a c t u a l  c h a r g e s  f o r  p h a rm a c i s t s .

J t  i s  o u r  u n d e r s t a n d i n g  t h a t  p h a rm a c i s t s  oppo s e  t h i s  change p r i m a r i l y  
b e c a u s e  o f  t h e  g r e a t e r  r e im bu r s em en t  f l e x i b i l i t y  t h e y  p e r c e i v e  u n d e r  GR
M e d i c a l  t h a n  M e d i c a i d .  A l t h o u g h  we a p p r e c i a t e  t h i s  v i e w ,  t h e  D epa r tmen t
w i l l  be r e im b u r s i n g  a l l  m ed i c a l  p r o v i d e r s ,  t o  i n c l u d e  p h a rm a c i s t s ,  a t  a
r e d u c e d  r a t e  i n  FY83 i f  CSSB 8 1 7  f a i l s  t o  pa ss  t h i s  s e s s i o n .

The  p u r p o s e  o f  CSSB 8 1 7  i s  t o  s t r e t c h  t h e  p u r c h a s i n g  powe r  o f  l i m i t e d  
s t a t e  f u n d s  by m a x im i z i n g  f e d e r a l  e a r n i n g s  i n  o r d e r  t o  e n s u r e  that,  a l l  
o f  A l a s k a ' s  ne edy  c h i l d r e n  c o n t i n u e  t o  r e c e i v e  a f u l l  r a ng e  o f  m ed ic a l  
s e r v i c e s  i n  F Y 8 3 ,  and t h a t  p r o v i d e r  rat .e r e d u c t i o n s  a r e  m in im i z e d .



Frank Ferpuson April 23, 1982

Remov ing  t h e  p h a rm a c e u t i c a l  t r a n s f e r  f r o m  CSSB 8 1 7  d o e s  n o t  make t h e  
b i l l  a n y  l e s s  c r i t i c a l ,  b u t  w i l l  r e d u c e  o u r  p u r c h a s i n g  powe r  by n e a r l y  
$1 m i l l i o n  a s  we w i l l  n o t  be p a r n i n g  f e d e r a l  f u n d s  f o r  t h i s  i t em  s o  l o n g  
as  i t  r e m a i n s  u n d e r  GR M e d i c a l .  T h i s  $1 m i l l i o n  w o u l d ,  by  o u r  e s t i m a t e ,  
have  p u r c h a s e d  m e d i c a l  s e r v i c e s  f o r  a p p r o x i m a t e l y  an a d d i t i o n a l  1 0 0 0  
p e r s o n s  i n  FY83 .

A g a i n ,  t h e  D e p a r tm e n t  v e r y  s t r o n g l y  s u p p o r t s  p a s s a g e  o f  CSSB 8 i 7  e v en  
w i t h o u t  t h e  p h a rm a c e u t i c a l  t r a n s f e r  i n c l u d e d ,  as  w i t h o u t  t h e  r e m a i n i n g  
p r o v i s i o n s  o f  CSSB 8 1 7 ,  a g r e a t  many c h i l d r e n  f r o m  l ow - i n c om e  f a m i l i e s  
may be l i m i t e d  t o  r e c e i v i n g  o n l y  eme rgency  m ed i c a l  s e r v i c e s  i n  FY83 .  
The r e m a i n i n g  p r o v i s i o n s  o f  CSSB 817  w ou ld  p r e v e n t  t h i s  f r o m  h a p p en i n g .

I s i n c e r e l y  hone t h i s  l e t t e r  has s e r v e d  t o  c l a r i f y  t h e  D e p a r tm e n t ' s  
v i ew s  on t h e  p h a rm a c e u t i c a l  i s s u e ,  and t h e  c r i t i c a l i t y  o f  CSSB 8 1 7  t o  
o u r  FY83  m ed i c a l  p r o g r am  even  i f  t h e  p h a rm a c e u t i c a l  t r a n s f e r  i s  removed 
f r o m  t h e  b i l l .

S i n c e r e l y

Helen D. Reirne
Commissioner

cc: Allen Korhnnen
Rod Betit
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The H o r o r a b l e  Don B e n n e t t  
S e n a t o r
A l a s k a  S t a t e  L e g i s l a t u r e  
Pouch V
J u n e a u ,  A l a s k a  9 9 8 1 1

Re :  S e n a t e  B i l l  8 1 7

D e a r  S e n a t o r  B e n n e t t :

I w o u l d  l i k e  t o  p r o v i d e  a d d i t i o n a l  c l a r i f i c a t i o n  o f  t h e  p h a rm a c e u t i c a l  
i s s u e  i n v o l v e d  i n  CSSB 8 1 7  and the  D e p a r tm e n t ' s  p o s i t i o n  on i t s  d e l e t i o n  
f r o m  t h e  b i l l .  From t h e  o u t s e t  I wou ld  l i k e  t o  make i c  c l e a r  t h a t  t h e  
D e p a r tm e n t  s t r o n g l y  s u p p o r t s  CSSB 817  e v en  i f  t h e  p h a rm a c e u t i c a l  change 
i s  d e l e t e d .  A l t h o u g h  f o r  r e a s o n s  e l a b o r a t e d  b e l o w  t h e  p h a rm a c e u t i c a l  
t r a n s f e r  w o u l d  i n c r e a s e  o u r  FY83 p u r c h a s i n g  p owe r  by n e a r l y  S I  m i l l i o n ,  
t h e  r e m a i n i n g  p r o v i s i o n s  o f  CSSB 817 a r e  ev en  mo r e  c r i t i c a l  and r e q u i r e  
l e g i s l a t i v e  p a s s a g e  t h i s  s e s s i o n .

As y o u  know ,  p h a rm a c i e s  c u r r e n t l y  p r o v i d e  d r u g s  t o  M ed i c a i d  and G en e r a l  
R e l i e f  M ed i c a i  r e c i p i e n t s  t h r o u gh  t h e  G e n e r a l  R e l i e f  P r o g r am  p a id  s o l e l y  
f r o m  s t a t e  f u n d s .  Pharmacy c o s t s  a r e  e x p e c t e d  t o  be $ 1 . 7  m i l l i o n  i n  
FY 8 3 .

S e n a t e  B i l l  8 1 7  w o u l d ,  among o t h e r  t h i n g s ,  move p h a rm a c e u t i c a l s  f o r  
M e d i c a i d  r e c i p i e n t s  u n d e r  Med ica id  whe re  t h e  S t a t e  w ou ld  r e c e i v e  48% 
c o s t  s h a r i n g  by t h e  f e d e r a l  gove rnmen t f o r  p h a rm a c e u t i c a l  c o s t s .  The 
s o l e  f e d e r a l  c o n d i t i o n  f o r  a c c e p t i n g  a 4 8 7  c o s t  s h a r i n g  f o r  
p h a r m a c e u t i c a l s  i s  t h a t  A l a s k a  beg in  p a y i n g  p h a r m a c i s t s  on a f o r m u l a r y  
b a s i s  r a t h e r  t h a n  a c t u a l  c h a r g e s .  As t h e  D e p a r tm e n t  i n t e n d e d  t o  
e s t a b l i s h  a f o r m u l a r y  anyway i n  FY83 .  t h i s  f e d e r a l  r e q u i r e m e n t  d i d  n o t  
p r e s e n t  a ma. io r  p r o b l e m .  On the  a v e r a g e  t h i s  c o u l d  r e p r e s e n t  a 15% 
r e d u c t i o n  b e l ow  a c t u a l  c h a rg e s  f o r  p h a rm a c i s t s .

I t  i s  o u r  u n d e r s t a n d i n g  t h a t  p h a rm a c i s t s  o p p o s e  t h i s  change  p r i m a r i l y  
b e c a u s e  o f  t h e  g r e a t e r  r e imbu rsemen t  - f l e x i b i l i t y  t h e y  p e r c e i v e  u nde r  GR
M e d i c a l  t h a n  M e d i c a i d .  A l th ough  we a p p r e c i a t e  t h i s  v i e w ,  t h e  Depa r tmen t
w i l l  be r e im b u r s i n g  a l l  m ed ic a l  p r o v i d e r s ,  t o  i n c l u d e  p h a rm a c i s t s ,  a t  a
r e d u c e d  r a t e  i n  FY83 i f  CSSB 817  f a i l s  t o  p a s s  t h i s  s e s s i o n .

The  p u r p o s e  o f  CSSB 817  i ?  t.o s t r e t c h  t h e  p u r c h a s i n g  power  o f  l i m i t e d  
s t a t e  f u n d s  by m a x im i z i n g  f e d e r a l  e a r n i n g s  i n  o r d e r  t o  e n s u r e  t h a t  a l l  
o f  A l a s k a ' s  ne edy  c h i l d r e r  c o n t i n u e  t o  r e c e i v e  a f u l l  r a n g e  o f  m ed ic a l  
s e r v i c e s  i n  FY P3 ,  and t h a t  p r o v i d e r  r a t e  r e d u c t i o n s  a r e  m in im i z e d .
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Remov ing  t h e  p h a rm a c e u t i c a l  t r a n s f e r  f r o m  CSSB 817  does  n o t  make t h e  
b i l l  e n v  l e s s  c r i t i c a l ,  b u t  w i l l  r e d u c e  n u r  p u r c h a s i n g  power  by n e a r l y  
S I  m i l l i o n  a s  wr w i l l  n o t  be e a r n i n g  f e d e r a l  f u n d s  f o r  t h i s  i t em  s o  l o n g  
a s  i t  r e m a i n s  u n d e r  GR M e d i c a l .  T h i s  $1 m i l l i o n  w o u l d ,  by o u r  e s t i m a t e ,  
ha ve  p u r c h a s e d  m ed i c a l  s e r v i c e s  f o r  a p p r o x i m a t e l y  an a d d i t i o n a l  1 0 0 0  
p e r s o n s  i n  FY83 .

A g a i n ,  t h e  D ep a r tm en t  v e r y  s t r o n g l y  s u p p o r t s  p a s s a g e  o f  CSSB 817 even  
w i t h o u t  t.he p h a rm a c e u t i c a l  t r a n s f e r  i n c l u d e d ,  as  w i t h o u t  t h e  r e m a i n i n g  
p r o v i s i o n s  o f  CSSB 817, a g r e a t  many c h i l d r e n  f r o m  l ow - in c om e  f a m i l i e s  
may be l i m i t e d  t o  r e c e i v i n g  o n l y  eme rgency  m ed i c a l  s e r v i c e s  i n  FY83. 
The r e m a i n i n g  p r o v i s i o n s  o f  CSSB 817 wou ld  prevent t h i s  f r o m  h a p p e n i n g .

I s i n c e r e l y  hope t h i s  l e t t e r  has s e r v e d  t o  c l a r i f y  t h e  D e p a r tm e n t ' s  
v i ew s  on t h e  p h a rm a c e u t i c a l  i s s u e ,  and t h e  c r i t i c a l i t v  o f  CSSB 8 1 7  t o  
o u r  FY83 m e d i c a l  p r o g r am  even i f  t h e  p h a rm a c e u t i c a l  t r a n s f e r  i s  removed 
f r o m  t h e  b i l l .

S i n c e r e l y

Helen D. Reirne
Commissioner

cc: Allen Korhonen
Rod Betit
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BY THE HEALTH, EDUCATION AND
N THE SENATE SOCIAL SERVICES COMMITTEE

CS FOR SENATE BILL NO. 817 (HESS)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - SECOND SESSION 

A BILL

or an Act entitled: "An Act relating to medical assistance for needy per­

sons: and providing for an effective date."

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

* Section 1. AS 47.07.020(b) is amended by adding new paragraphs to read:

(8) persons under 21 years of age who would be eligible for 

benefits under the federal aid to families with dependent children 

program, but who do not qualify because they are not dependent children;

(9) women who are pregnant.

* Sec. 2. AS 47.07.030 is amended to read:

Sec. 47.07.030. MEDICAL SERVICES TO BE PROVIDED. Medical services 

to be offered to eligible persons include inpatient hospital, outpatient 

hospital, rural health clinic, outpatient surgical care centers, labora­

tory and X-ray, refractions and eye examinations by opthalmologists or 

optometrists, eyeglasses prescribed by a physician skilled in diseases 

of the eye or by an optometrist, inpatient psychiatric hospital for 

persons age 65 or older and persons under age 21, skilled and Intermedi­

ate nursing home, physician, nurse midwife, home health care services, 

early periodic screening diagnosis and treatment of persons under 21 

years of age, clinic services, treatment of speech, hearing and language 

disorders, physical therapy, occupational therapy, prescribed drugs, 

prosthetic devices and medical supplies, long-term care noninstitutional 

services, and reasonable transportation to and from the point of medical 

care. No additional services may be provided unless approved by the 

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

Sec. 47.07.035. PRIORITY OF SERVICES. If the funding in a fiscal 

year is inadequate to finance the total medical assistance program under 

AS 47.07, the department shall, to the extent that federal law and 

funding permits, provide medical assistance ir the following order:

(1) aged, blind or disabled persons who

(A) do not receive supplemental security income under 

Title XVI of the Social Security Act because they do not meet 

income and resources requirements: and

(B) are eligible to receive an optional state supple­

mentary payment;

(2) persons in a medical or intermediate care facility

(A) whose income while in the facility does not exceed 

300 percent of the supplemental security income benefit rate under 

Title XVI of the Social Security Act; and

(B) who would not be eligible for an optional state 

supplementary payment if they left the facilityj

(3) persons under 21 years of age

(A) who are under the supervision of the department;

(B) whose maintenance is paid in whole or in part from 

public funds; and

(C) who are in foster homes or private child-care insti­

tutions ;

(4) persons under 21 years of age who

(A) receive treatment in a psychiatric hospital; and

(B) are financially eligible as determined by the stan­

dards of Part A of Title IV of the Social Security Act;

(5) persons under 21 years of age who are

(A) in an institution designated by the department as an 
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intermediate care facility for the mentally retarded; and

(B) financially eligible as determined by the standards 

of the federal aid to families with dependent children program;

(6) women who are pregnant;

(7) persons under 21 years of age who do not qualify for

benefits under the federal aid to families with dependent children

program because they are not dependent children;

(8) intermediate nursing home services;

(9) prescribed drugs;

(10) eye examinations by an ophthalmologist or optometrist; or 

eyeglasses prescribed by a physician skilled in the diseases of the eye 

or by an optometrist;

(11) treatment of speech, hearing, or language disorders;

(12) physical or occupational therapy;

(13) care at an intermediate care facility for the mentally

retarded;

(14) care at an inpatient psychiatric facility;

(15) community mental health clinic services;

(16) surgical care center services;

(17) nurse midwife services;

(18) medical supplies and equipment.

Sec. 4. AS 47.07.080(4) is repealed and reenacted to read:

(4) "clinic services" means services provided by state- 

approved outpatient community mental health clinics that receive grants 

under AS 47.30.520 - 47.30.620, 6tate-operated community mental health 

clinics, and physician clinics.

Sec. 5. This Act takes effect immediately in accordance with AS 01.10.- 

c ) .
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My name is Thomas Miklautsch, residing in Fairbanks. T am a pharmacist and 
1 am testifying against HB 209 which deals with Medicaid, sped fically its 
inclusion of prescription medications in its program.

Since this committee considers health and social services in the public's 
best interest, my comments here are to emphasize these aspects although some 
remarks may overlap with the area of economics. They should also loe consid­
ered and understood from the standpoint of health.

First of a ll, having prescribed medications in Medicaid without an understood 
and economical ly workable program is not in the best interest of the pub­
lic. They will either be poorly served or not at all. The most critical 
reason for this would be the absence of pharmacies participating in the 
program. I f  the pharmacies cannot work with -the program as set up, then the 
patient has to accept the stress. This means seeking out a pharmacy that 
would be participating in the program, i f  any, possibly having to travel 
longer distances at additional self-cost or at cost to the State for trans­
portation to and from medical care.

In the case of areas of single store providers, it would simply be disastrous 
for the patient who would be forced to find a provider in another city or 
town, having to go there at self-expense (or the State’s), OMmail in their 
prescript ions to a provider somewhere and wait a week or so to receive them, 
OF: ELSE simply have them filled at their nearest pharmacy and pay for them 
somehow. Is this the manner intended to provide for the needy?

When Medicaid first came to Alaska and the State attempted to include pre­
scription medications in the program, the program was so unworkable for the

- 1-



»

portion of Medicaid was dropped. Ir. 1982, the Dept, once again submitted 
an unworkable program which was also defeated by the Legislature.

Secondly, you have been cold in your Legislative Update that the State 
expects to save $1.4 million with a footnote that reduction of this amount 
has already been made in the Governor's FY86 budget request, and that i f  
this bill is not passed Major GR Medical reductions will be necessary.
Simply stated, medical care will be reduced in a vital area.

The above information certainly prompts various questions that, although 
touching on economics and finance, s ti ll have a relationship to proper med­
ical care. Do you know (or does the Legislature know) how t h e  $1.4 million 
in savings has been calculated? We don11 .because we don't know what the 
program is. f\’e know that the Federal Government will pay one-half the cost 
of the program. We also know that the total program FY84 was $69 million 
and that the cost of prescribed medications for the whole state was under 
$1.6 million which is about 2.3% of the program. We also know that the 
largest and cost)iest item in medical care is hospitalization, and we know 
that what keeps thousands of patients out of the hospital is self treatment 
by prescribed medications. Let's just say that because of inaccessible care, 
on an annual statewide basis, 25 patients per month need to be hospitalized 
for just 4 days. This would be 100 hospital days per month x 12 months 
>: $500 per day equaling $600,000. It's very likely that the additional 
patient hospitalizations of 25 p̂ r month is a conservative figure. Is the 
State then realizing a cost saving? Further, what's the risk of death because 
of ladt'.of proper care when it's first needed?

pharmacies that none of them agreed to participate. As a result that
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Other questions:
Is the Dept, aware of all the Federal requirements for participation in 
the program? Establishing MAC's, (Maximum Allowable Costs), EAC's (Est­
imated Allowable Costs), Establishing fixed fee for all AK pharmacies.

What will it cost to establish, monitor and update the program?

What is the cost of computer changes by CSC to comply with Federal regul­
ations?

How many additional employees will be required to run the program?

Finally, we seriously wonder i f  this committee realizes what ic is considering. 
HB 209 is essentially an amendment to an Alaska Statute by adding two hords, 
"prescribed drugs" and giving it a priority number. Has a program backing 
this bill been unveiled and does the Connrit.tee know what it is?

We don't know what it is, so we don't know i f  it is workable. We do know that 
the Dept, has had two years to draft a plan, however, we have had no input 
into it . In the past, we have recommended to the Dept, ways of cutting costs 
but have received no response. We cannot testify for HB 209 without knowing 
the program and we cannot recommend its passage for the same reason.

Just a few days ago we received a verbal invitation to meet with the Dept, 
and consider a proposed draft of a program. We most certainly wish to accept 
this offer but we need time for preparation. We need time to arrange o u r  

schedules, time to analyze the Dept.'s draft, time to respond and eventually 
come with a program satisfactory to ail parties. Some of our participants
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are out of the State at present and we will need time for them to be involved.r

We don't wish to leave the impression that we have a closed mind to HB 209 
i f  a program can be found to be satisfactory and workable for pharmacies. We 
are willing to work with the Dept, to find this common ground but please 
understand we need time for this.

We feel that tfiere is a definite lack of information on HB 209 and that it 
should not proceed beyond this point. We ask you, our Legislators, to agree 
with our request.

We too believe in our State and in the best interest of the public. We think 
that over the years we have discharged our professional conduct and respon­
sibilities remarkably well.

We also believe in what our State Constitution says in its first paragraph 
about all persons having a natural right to the enjoyment of the rewards of 
their own industry.
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M a r c h  1 0  , 1 9 8 5  
•

M y  n a m e  i s  D a v i d  L. S v a n s o n ,  a 2 0  y e a r  A l a s k a  r e s i d e n t ,  p r a c t i c i n g  

p h a r m a c i s t  a n d  g e n e r a l  m a n a g e r  o f  t w o  p h a r m a c i e s  l o c a t e d  i n  F a i r b a n k s .  

1 h a v e  s e r v e d  s i x  y e a r s  a s  a m e m b e r  o f  t h e  S t a t e ’s M e d i c a l  C a r e  A d v i s ­

o r y  C o m m i t t e e  (2 y e a r s  a s  C h a i r m a n ) ,  a C o m m i t t e e  w h i c h  m e e t s  q u a r t e r l y  

in a n  a d v i s o r y  c a p a c i t y  t o  t h e  C o m m i s s i o n e r  a n d  t h e  D e p a r t m e n t  o f  

h e a l t h  a n d  S o c i a l  S e r v i c e s .  I w i s h  t h e  f o l l o w i n g  t o  b e  e n t e r e d  as 

t e s t i m o n y  r e g a r d i n g  H B 2 0 9 .

P a g e  1 of 3

I. B a c k g r o u n d

W h e n  t h e  S t a t e  of A l a s k a  a d o p t e d  t h e  F e d e r a l  M e d i c a i d  p r o g r a m ,  

p a y m e n t  f o r  p h a r m a c e u t i c a l s  vras a n d  s t i l l  is a n  o p t i o n a l  s e r v i c e  

to h e  p r o v i d e d .  I n i t i a l  e f f o r t s  i n  t h e  e a r l y  1 9 7 0 ’s t o  p l a c e  

p h a r m a c y  u n d e r  t h e  F e d e r a l  p r o g r a m  w e r e  u n s u c c e s s f u l  d u e  t o  m a r ­

g i n a l  s a v i n g s  a n d  o p p o s i t i o n  f r o m  p h a r m a c y  p r o v i d e r s .  T h e  roost 

r e c e n t  a t t e m p t  t o  m o v e  p h a r m a c y  i n t o  M e d i c a i d  w a s  in 1 9 8 2  v i a  

S B S 1 7 .  T h e  L e g i s l a t u r e  in 1 9 8 2  c h o s e  n o t  to c h a n g e  t h e  p r o g r a m ,  

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

R e  1 i e f - M e d i c a 1 c o m p o n e n t  o f  t h e  b u d g e t  f o r  t h e  D e p a r t m e n t  o f  H e a l t h  

a n d  S o c i a l  S e r v i c e s .

II. W h y  I a m  o p p o s e d  t o  H B 2 0 9

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

b e  o p p o s e d  to a p l a n  t h a t  w o u l d  s u p p o s e d l y  s a v e  m o n e y  f o r  t h e  S t a t e  

o f  A l a s k a .  M y  o p p o s i t i o n  is b a s e d  u p o n  t h e  f o l l o w i n g .

A. H E 2 0 9  s h o u l d  b e  v i e w e d  as e n a b l i n g  l e g i s l a t i o n  w h i c h  a l l o w s  

t h e  S t a t e  of A l a s k a  to c l a i m  5 0 %  o f  m o n i e s  s p e n t  f o r  p h a r m ­

a c e u t i c a l  s e r v i c e s  f r o m  t h e  F e d e r a l  M e d i c a i d  p r o g r a m .  U n ­

f o r t u n a t e l y ,  t h e s e  F e d e r a l  f u n d s  a r e  n o t  g r a n t e d  w i t h o u t  s t r i n g s  I 

a t t a c h e d .  M y  o p i n i o n  is t h a t  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  

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

f o r  p a y m e n t  f o r  p h a r m a c e u t i c a l  s e r v i c e s .  If H B 2 0 9  i s  e n a c t e d ,  

t h e  D e p a r t m e n t  m u s t  d o  t h e  f o l l o w i n g  t o  q u a l i f y  f o r  F e d e r a l  

M e d i c a i d  f u n d s .  T h e  S t a t e  o r  i t s  a g e n c y  ( i n  t h i s  c a s e  t h e  D e ­

p a r t m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s )  m u s t  a d o p t  T i t l e  4 5  - 

P u b l i c  W e l f a r e ,  S u b t i t l e  A - D e p a r t m e n t  o f  H e a l t h  a n d  H u m a n  

S e r v i c e s ,  P a r t  19 - L i m i t a t i o n  o n  P a y m e n t  o r  R e i m b u r s e m e n t  f o r  

D r u g s .  T h i s  F e d e r a l  r e g u l a t i o n  f o r c e s  t h e  D e p a r t m e n t  t o  a d o p t  

t h e  F e d e r a l  s c h e d u l e  o f  M a x i m u m  A l l o w a b l e  C o s t  ( M A C )  f o r  s o m e  

t w e n t y  to t h i r t y  d r u g  p r o d u c t s  a n d  t o  e s t a b l i s h  a n  E s t i m a t e d  

A c q u i s i t i o n  C o s t  ( E A C )  a n d  a i n e t h o d  o f  u p d a t i n g  t h e s e  c o s t s  f o r  

a l l  o t h e r  d r u g  p r o d u c t s .  I n  a d d i t i o n  to e s t a b l i s h i n g  e s t i m a t e d  

a c q u i s i t i o n  c o s t s  of l i t e r a l l y  t h o u s a n d s  o f  d r u g  p r o d u c t s ,  t h e  

D e p a r t m e n t  m u s t  e s t a b l i s h  a d i s p e n s i n g  f e e  t o  b e  p a i d  t o  A l a s k a ’s 

p h a r m a c i e s  in a d d i t i o n  t o  t h e  M a x i m u m  A l l o w a b l e  C o s t  o r  E s t i m a t e d  

A c q u i s i t i o n  C o s t .  B e c a u s e  of t h e  S h e r m a n  A n t i - T r u s t  A c t ,  t h e  

d i s p e n s i n g  f e e  m u s t  b e  e s t a b l i s h e d  u n i l a t e r l l y  b y  t h e  D e p a r t m e n t  | 
a n d  c a n n o t  b e  n e g o t i a t e d  w i t h  p a r t i c i p a t i n g  p h a r m a c i e s .
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T h e s e  r e g u l a t i o n s  w h i c h  a r b i t r a r i l y  d e t e r m i n e  c o s t s  o f  p u r c h a s ­

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

r e n d e r e d  a n d  u n a c c e p t a b l e  t o  m e  a s  a p r a c t i t i o n e r  a n d  1 b e l i e v e  

t o  t h e  g r e a t  m a j o r i t y  o f  p h a r m a c i s t s  i n  A l a s k a .  S t u d i e s  i n  t h e  

c o n t i n e n t a l  U n i t e d  S t a t e s  h a v e  s h o w n  t h a t  a s u b s t a n t i a l  p e r c e n t ­

a g e  o f  p a r t i c i p a t i n g  p h a r m a c i e s  c a n n o t  p u r c h a s e  p h a r m a c e u t i c a l s  

f o r  w h a t  t h e  F e d e r a l  g o v e r n m e n t  h a s  d e t e r m i n e d  t o  b e  t h e  M a x i m u m  

A l l o w a b l e  C o s t .  A  s t u d y  p u b l i s h e d  i n  t h e  A u g u s t  1 9 8 2  i s s u e  of 

A m e r i c a n  P h a r m a c y  s t a t e s t h a t  " 5 8 %  o f  a l l  r e s p o n d i n g  p h a r m a c i s t s  

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

M A C  l i m i t  a n d  a b s o r b  t h e  l o s s " .  O t h e r  s t u d i e s  h a v e  s h o w n  t h a t  

t h o s e  p h a r m a c i e s  c o n t i n u i n g  to p a r t i c i p a t e  in t h e  M e d i c a i d  p r o­
g r a m  a r e  d o i n g  so at a n  e c o n o m i c  l o s s  a n d  a r e  r a i s i n g  p r i c e s  
c h a r g e d  to n o n - M e d i c a i d  p a t i e n t s  t o  o f f s e t  t h e  l o s s e s .

P h a r m a c y  p a r t i c i p a t i o n

U n d e r  t h e  c u r r e n t  s y s t e m  o f  t h e  S t a t e  p a y i n g  u s u a l  a n d  c u s t o m a r y  

c h a r g e s  t o  p h a r m a c i e s ,  I b e l i e v e  t h e r e  is 1 0 0 %  p a r t i c i p a t i o n  i n  

t h e  p r o g r a m .  S h o u l d  H B 2 0 9  b e c o m e  l a w ,  I b e l i e v e  t h e  r e s u l t a n t  

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

t o  s e r i o u s l y  r e c o n s i d e r  t h e i r  p a r t i c i p a t i o n  i n  t h e  p r o g r a m .

T h e r e  is a s t r o n g  p r o b a b i l i t y  t h a t  m a n y  p h a r m a c i e s  w o u l d  c h o o s e  

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

r e s u l t  in a n  e n o r m o u s  i m p a c t  o n  t h e  c o s t  o f  h e a l t h  c a r e  i n  o t h e r  

a r e a s  s h o u l d  t h e s e  p a t i e n t s  r e q u i r e  a d d i t i o n a l  h o s p i t a l i z a t i o n s  

o r  i n c u r  s t a t e  f u n d e d  t r a v e l  e x p e n s e s  t o  o b t a i n  m e d i c a t i o n s .

C o s t  s a v i n g s

T h e  t e r m  " c o s t  s a v i n g s "  i s  r e a l l y  a m i s n o m e r  a n d  s h o u l d  c o r r e c t l y  

b e  c a l l e d  " c o s t  s h i f t i n g " .  It s h o u l d  b e  o b v i o u s  t h a t  if t h e  

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

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

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

w i t h  t h e  Li 1 ly D i g e s t ,  t h e  f i n a n c i a l  b e n c h m a r k  o f  t h e  i n d u s t r y ,  

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

e r a l  y e a r s .  N e t  p r o f i t  a f t e r  t a x e s  f o r  t h e  a v e r a g e  p h a r m a c y  f o r  

t h e  l a s t  y e a r  r e p o r t e d  ( 1 9 8 3 )  s t o o d  a t  l e s s  t h a n  3 %  o f  s a l e s .

It i s  m y  b e l i e f  t h e  D e p a r t m e n t ' s  p r o j e c t i o n  o f  a c o s t  s h i f t i n g  

of $ 1 . 4  m i l l i o n  is h i g h l y  s u s p e c t .  T o t a l  e x p e n d i t u r e s  f o r  F Y 8 4  

f o r  p h a r m a c e u t i c a l s  w a s  $ 1 , 5 9 2  m i l l i o n ,  a n d  t h e  M e d i c a l  P a y m e n t s  

S e c t i o n  c o u l d  n o t  g i v e  m e  a n  e s t i m a t e  o f  p a y m e n t s  f o r  F Y 8 5 .  

A s s u m i n g  a n  a n n u a l  1 0 %  i n c r e a s e  o v e r  F Y 8 4  w o u l d  r e s u l t  in a n  

e x p e n d i t u r e  of a p p r o x i m a t e l y  $ 1 , 9 2 6  m i l l i o n  f o r  F Y 8 6 .  F r o m  t h e s e  : 

n u m b e r s ,  I c a n n o t  d e t e r m i n e  h o w  t h e  D e p a r t m e n t  e x p e c t s  t o  " s a v e "

$ 1  ,'ti ft'iixLi o n . I n  a d d i t i o n ,  I a m  u n a w a r e  o f  a n y  e s t i m a t e s  o f  

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

t a b l i s h ,  m o n i t o r  a n d  u p d a t e  t h e  p r o g r a m  as r e q u i r e d  b y  t h e  F e d ­

e r a l  g o v e r n m e n t .  F u r t h e r m o r e ,  a s  a l l u d e d  t o  b y  C o m m i s s i o n e r  T u g h  

a s  r e c e n t l y  as M a r c h  4, 1 9 8 5 ,  in a n  a d d r e s s  to t h e  A l a s k a  S t a t e  

H o s p i t a l  A s s o c i a t i o n  i n  J u n e a u ,  t h e r e  is a f f t x i ' s ,

pveclude:.t;:he S t a t e  f r o m  a n y  F e d e r a l
f u n d  i.ng f'Or - p H a r m a c y  u n d e r  M e d i c a i d .  I q u o t e  f r o m  C o m m i s s i o n e r

P u g h ' s  p r e p a r e d  a d d r e s s  a s  d i s t r i b u t e d ;  " I ' d  l i k e  to m e n t i o n

I'

.
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o u r  s u p p o r t  o f  H B 2 0 9 .  T h i s  is a b i l l  d e s i g n e d  t o  m o v e  t h e  p u r ­

c h a s e  o f  d r u g s  f r o m  G e n e r a l  R e l i e f  M e d i c a l  t o  M e d i c a i d .  T h i s  

w o u l d  a l l o w  f o r  50?. F e d e r a l  f u n d i n g  i n s t e a d  o f  t h e  c u r r e n t  1 0 0 %  

c o s t  t o  t h e  G e n e r a l  F u n d  a n d  w o u l d  s a v e  t h e  S t a t e  $ 1 , 4  m i l l i o n  

i n  F Y  86. T h a t  m o n e y  h a s  a l r e a d y  b e e n  r e m o v e d  f r o m  t h e  D e p a r t ­

m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s ’ b u d g e t  a n d  p a s s a g e  o f  t h e  

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

b e  a f f e c t e d  b y  a M e d i c a i d  C a p .  A t  t h e  p r e s e n t  t i m e ,  h o w e v e r ^  w e  

a r e  m o v i n g  f o r w a r d  a s  i f  t h a t  p o s s i b i l i t y  d i d  n o t  e x i s t  a n d  h o p ­

i n g  t h a t  w e  g e t  s e m e  s u p p o r t  o n  t h e  w a i v e r  a n d  t h e  e q u i t y  i s s u e .

If t h e  C a p  o c c u r s ,  w e  w i l l  b e  f o r c e d  t o  r e c o n s i d e r  o u r  p r i o r i t i e s  ; 

a r d  m a k e  c h o i c e s  a b o u t  w h a t  w e  w i l l  b e  a b l e  t o  f u n d , "

I m u s t  q u e s t i o n  t h e  f i s c a l  s o u n d n e s s  o f  a d e c i s i o n  t o  r e m o v e  

$ 1 . 4  m i l l i o n  f r o m  t h e  D e p a r t m e n t ' s  b u d g e t  b a s e d  o n  t w o  h i g h l y  

s p e c u l a t i v e  a s s u m p t i o n s ;  t h e s e  b e i n g  t h a t  H B 2 0 9  w i l l  b e c o m e  l a w  

a n d  t h a t  t h e r e  w i l l  n o t  b e  a F e d e r a l l y  m a n d a t e d  M e d i c a i d  C a p .

A n o t h e r  p o t e n t i a l  a r e a  o f  i m p a c t  t h a t  t h e  D e p a r t m e n t  h a s  a p p a r ­

e n t l y  i g n o r e d  is t h e  p o t e n t i a l  u t i l i z a t i o n  o f  t h e  e n t i r e  M e d i ­

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

f r o m  t h e  A l a s k a  N a t i v e  H e a l t h  S e r v i c e .  E a r l i e r  s t u d i e s  c o n d u c t e d  

b y  t h e  S t a t e  h a v e  i n d i c a t e d  t h a t  t h e  i n c r e a s e d  u t i l i z a t i o n  of 

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

savings.

D. P h a r m a c y  a n d  t h e  D e p a r t m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s

It i s  m y  u n d e r s t a n d i n g  t h a t  t h e  D e p a r t m e n t  s t r o n g l y  s u p p o r t e d  

t h e  i n t r o d u c t i o n  o f  H B 2 0 9  w i t h  t h e  k n o w l e d g e  t h a t .  A  a a s k  ̂ s', p h a r m ­

a c i s t s  w o u l d  s t r o n g l y  o p p o s e  t h e  b i l l ,  t h e  b e s t  o f  m y  k n o w ­

l e d g e ,  ̂ n o  p h a r m a c i s t  o r  p h a r m a c y  o r g a n i z a t i o n  w a s .a p p r o a c h e d  t o  ■ 

d e t e r m i n e  if t h e r e  m i g h t  b e  a c o m m o n  " m i d d l e  g r o u n d "  f r o m  w h i c h  

w e  c o u l d  w o r k  t o g e t h e r  t o  c u r b  trne c o s t  o f  p h a r m a c e u t i c a l s .  T h e  

D e p a r t m e n t ^ h a s  b e e n  u n c o m m u n i c a t i v e  w i t h  t h e  p r o f e s s i o n  r e g a r d i n g  • 

h o w  H B 2 0 9  w o u l d  b e  i m p l e m e n t e d  s h o u l d  it b e c o m e  l a w .  A n  e x a m p l e  

o f  t h i s  is a f o r m u l a r y  o f  d r u g s  v’h i c h  w o u l d  o r  w o u l d  n o t  b e  c o v ­

e r e d .  A  f o r m u l a r y  is a S t a t e  o p t i o n  u n d e r  M e d i c a i d ,  a n d  h a s  b e e n  

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

S h o u l d  t h e  D e p a r t m e n t  t r y  t o  i m p o s e  a f o r m u l a r y ,  I t h i n k  it w o u l d  j 

r e q u i r e  a ^ L e g i s l a t i v e  c h a n g e  in t h e  S t a t e ' s  a n t i - s u b s t i t u t i o n  l a w j  

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

a u t h o r i z e d  b y  t h e  p r e s c r i b e r .  I b e l i e v e  t h i s  c h a n g e  w o u l d  b e  u n ­

a c c e p t a b l e  to m o s t  p r e s c r i b e r s .
!

T h e  D e p a r t m e n t  h a s  n o t  e x p i - r e d  o t h e r  a l t e r n a t i v e s  w i t h i n  t h e  

G e n e r a l  R e l i e f  - M e d i c a l  p . o g r a m  f o r  c o s t  c o n t a i n m e n t ,

T h e  D e p a r t m e n t  h a s  a l s o  i g n o r e d  t h e  r e c o m m e n d a t i o n  o f  t h e  M e d i c a l  

C a r e  A d v i s o r y  C o m m i t t e e  o f  J u n e  5, 1 9 8 2  t h a t  p h a r m a c y  n o t  b e  t r a n -  

f e r r e d  to M e d i c a i d  a n d  t h a t  t h e  D e p a r t m e n t  c o n s i d e r  t h e  c o s t  c o n -  ! 

t a i n m e n t  s u g g e s t i o n s  o f f e r e d  b y  t h e  A l a s k a  P h a r m a c e u t i c a l  A s s o c ,  j 

I n  c o n c l u s i o n ,  I w o u l d  h o p e  t h a t  H B 2 0 9  b e  h e l d  i n  c o m m i t t e e  a n d  

t h e  D e p a r t m e n t  a n d  p h a r m a c y  r e p r e s e n t a t i v e s  w o r k  t o g e t h e r  to d e ­

v e l o p  a n  a c c e p t a b l e  p l a n  f o r  c o s t  c o n t a i n m e n t  t h a t  w i l l  c o n t i n u e  j 
t o  p r o v i d e  t h e  h i g h e s t  q u a l i t y  o f  p h a r m a c e u t i c a l  s e r v i c e s .
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T h e  H o n o r a b l e  J a n  F a i k s  
T h e  H o n o r a b l e  J o h n  S a c k e t t  
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T h e  H o n o r a b l e  A l  A d a m s  

C h a i r ,  H o u s e  F i n a n c e  C o m m i t t e e  
P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  J a n ,  J o h n  a n d  Al:

A s  w e  c o n s i d e r  a l l  t h e  w a y s  t h r o u g h  w h i c h  w e  c a n  r e d u c e  
o u r  o p e r a t i n g  b u d g e t ,  i t  h a s  c o m e  t o  m y  a t t e n t i o n  t h a t  t h e  

1 2 t h  L e g i s l a t u r e  f a i l e d  t o  i n c o r p o r a t e  an  a m e n d m e n t  t o  
M e d i c a i d  l a w  w h i c h  w o u l d  h a v e  a d d e d  p r e s c r i b e d  d r u g s  t o  t h e  
M e d i c a i d  s y s t e m ,  t r a n s f e r r i n g  t h e m  f r o m  t h e  p r e s e n t  t o t a l  
i n v o l v e m e n t  w i t h  t h e  G e n e r a l  R e l i e f  M e d i c a l  c a t e g o r y .

A s  f o r m e r  C o m m i s s i o n e r  B e i r n e  e x p l a i n e d  i n  h e r  l e t t e r  
o f  A p r i l  23, 198 2,  t h e  m o v i n g  o f  p h a r m a c e u t i c a l s  fo r
M e d i c a i d  r e c i p i e n t s  u n d e r  M e d i c a i d .  S t a t e  e x p e n d i t u r e s  f o r  
p h a r m a c e u t i c a l s  w o u l d  t h u s  b e  r e d u c e d .

K o p o n e n ,  t h i s  p o s i t i o n  h a s  b e e n  r e i t e r a t e d  
r e c e n t l y  b y  F a i r b a n k s  p h a r m a c i s t s .

N e v e r t h e l e s s ,  I t r a n s m i t  t h e  m a t e r i a l s  o n  t h i s  s u b j e c t  
to  y o u  f o r  y o u r  c o n s i d e r a t i o n  b e c a u s e  o f  o u r  m u t u a l  i n t e r e s t  
i n  r e d u c i n g  t h e  o p e r a t i n g  b u d g e t  c o n s i s t e n t  w i t h  t h e  p u b l i c  
s a f e t y  a n d  h e a l t h .



T h e  H o n o r a b l e  J a n  F a i k s  
T h e  H o n o r a b l e  J o h n  S a c k e t t  

T h e  H o n o r a b l e  A l  A d a m s  
M a r c h  26, 1 9 8 5  
P a g e  T w o

W i t h  b e s t  w i s h e s ,  I a m

J P J :r a k  
E n c l o s u r e s

cc: /The H o n o r a b l e  J o h n  P u g h

''The H o n o r a b l e  B e t t y e  F a h r e n k a m p  
T h e  H o n o r a b l e  N i i l o  K o p o n e n

Mr. R o d  B e t i t ,  D i v i s i o n  o f  M e d i c a l  A s s i s t a n c e  
Ms. C o n n i e  S i pe , D e p u t y  C o m m i s s i o n e r  for S o c i a l  

S e r v i c e s

J O E  P. J O S E P H S O N  - A L A S K A  S T A T E  S E N A T E



Sec. 47.25.110. When not applicable to Indians and Eskimos. 
(Repealed, § 1 ch 1 IS  SLA 1968.]

§  4 7 . 2 5 . 1 1 0  A l a s k a  S t a t u t e s  §  4 7 . 2 5 . 1 3 0

A rticle 2. G eneral R elief A ssistance.
Section
120. E lig ib ility  for assistance 
130. Amount o f assistance 
140. Residence in institution 
150. Application for assistance 
160. Investigation o f applicant 
170. G ranting o f assistance 
180. Appeal
190. Payment to guardians 
195. Payment to health facilities for 

treatment o f needy persons 
200. Review o f e ligibility 
210. Alienation and attachment 
220. State’s claim for assistance

Section
230. Persons liab le fo r support and buria l 
240. Action against person liable fo r care 

o f recipient 
250. Temporary re lie f 
252. Discretionary assistance 
260. Recovery and disposition o f 

allowances improperly granted 
265. Cancelation o f warrants 
270. Agreements with federal govern­

ment
290. Penalty for violation 
300. Definitions

Sec. 47.25.120. E ligibility  for assistance. Financial assistance 
may be given under AS 47.25.120 — 47.25.300, so far as practicable 
under the conditions in this state, to a needy person who is eligible 
under the regulations of the department. (§ 2 ch 110 SLA 1953; am § 1 
ch 38 SLA 1957)

NO TES TO D EC IS IO N S

A s ta tu to ry  p roh ib it io n  o f  w e lfa re  
benefits to res iden ts o f  less than  a y en r 
creates a classification which constitutes 
an invidious discrimination denying such

residents equal protection o f the laws. 
Shapiro v. Thompson, 394 U .S . 618, 89 S. 
Ct. 1322, 22 L. Ed. 2d 600 (1969).

C o lla te ra l re fe rences . —  79 Am. Ju r. 
2d, W elfare Laws, § 1 et seq.

81 C.J.S., Social Security and Public 
Welfare, § 1 et seq.

Liability o f governmental agency for 
medical or surgical services rendered to

poor person in emergency, without 
expressed authority, 93 ALR 900.

Status o f one as poor person for purpose 
o f statute entitling him to re lie f as affected 
by extent o f his financial resources, 98 
ALR 870.

Sec. 47.25.130. A m ount o f assistance . The amount of assistance 
for a needy person shall be determined by the department with regard 
to the resources and needs of the person and the conditions existing in 
each case. Where possible, assistance shs'l be sufficient to provide the 
applicant with reasonable subsistence according to standards of assis­
tance established by the department. However, the amount of assis­
tance for subsistence needs may not exceed $80 a person a calendar 
month. (§ 3 ch 110 SLA 1953; am § 2 ch 38 SLA 1957)
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Sec. 47.25.140. R esidence in institu tion . Payment under AS
47.25.120 — 47.25.300 may not be made to or in behalf of an individual 
who is a resident of the Alaska Pioneers' Home or other public institu­
tion, except as a patient in a public medical institution, or an individ­
ual who is a patient in a public or private institution for tuberculosis 
or mental disease. A resident of the Alaska Pioneers’ Home or other 
public institution who is otherwise eligible to receive an allowance 
under AS 47.25 120 — 47.25.300 may apply for the allowance instead 
of the support and maintenance provided in the home or public institu­
tion. (§ 4 ch 110 SLA 1953)

Sec. 47.25.150. A pplication  for assistance . A person requesting 
assistance shall apply for it, either personally or through another per­
son, upon forms furnished and under regulations adopted by the 
department. (§ 5 ch 110 SLA 1953)

Sec. 47.25.160. Investigation  of app lican t. The department shall 
promptly investigate each applicant to determine the applicant’s eligi­
bility. (§ 6 ch 110 SLA 1953)

Sec. 47.25.170. G ran ting  of assistance . Upon the completion of its 
investigation, the department shall decide whether the applicant is 
eligible for and should receive assistance promptly under AS 47.25.120 
— 47.25.300, the amount of assistance, the manner of paying or 
providing it, and the date on which the assistance shall begin. The 
department shall notify the applicant of its decision. (§ 7 ch 110 SLA 
1953)

Sec. 47.25.180. A ppeal. An applicant whose application is not 
acted upon or is denied, discontinued, or modified by the department 
shall be granted an opportunity for fair hearing before a representative 
of the departm ent appointed for tha t purpose. The hearing shall be held 
within a reasonable time after demand for it. A representative desig­
nated to conduct the hearing shall be governed by the regulations 
adopted for tha t purpose by the department. (§ 8 ch 110 SLA 1953)

Sec. 47.25.190. P aym en t to guard ian s. When a guardian is 
appointed by the court for a person receiving assistance, the depart­
ment may pay the assistance to the guardian. (§ 9 ch 110 SLA 1953)

Sec. 47.25.195. P ay m en t to  h ea lth  facilities fo r trea tm e n t of 
needy persons, (a) The department may make payments to a health 
facility for the treatm ent of a needy person.

(b) A health facility receiving a payment under this chapter is sub­
ject to the requirements of AS 47.07.070 — 47.07.075.

(c) For purposes of this section, "health facility” includes a hospital, 
skilled nursing facility, intermediate care facility, intermediate care 
facility for the mentally retarded, rehabilitation facility, inpatient psy­
chiatric facility, home health agency, rural health clinic, and 
outpatient surgical clinic. (§ 7 ch 95 SLA 1983)
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§ 47.25.200 A l a s k a  S t a t u t e s § 47.25.240 § 47.25.250'

Sec. 47.25.200. Review  of eligibility. Assistance grants under AS 
47.25.120 — 47.25.300 shall be reviewed by the department as 
frequently as it considers necessary, and the amount of assistance may 
be changed or entirely withdrawn if the review of the circumstances 
w arrants this action. (§ 10 ch 110 SLA 1953)

Sec. 47.25.210. A lienation and a ttachm en t. Assistance granted 
under AS 47.25.120 — 47.25.300 is inalienable by assignment or trans­
fer and is exempt from garnishment, levy, or execution as provided in 
AS 09.38 (exemptions). (§ 11 ch 110 SLA 1953; am § 8 ch 62 SLA 1982)

E ffec t o f  a m e n d m e n ts . — The 1982 
am endm ent substitu ted  "as provided in

AS 09 38 (exem ptions)” 
laws of this sta te ."

for "under the

Sec. 47.25.220. S ta te ’s claim for assistance . The total amount 
paid in assistance to a recipient constitutes a claim against the recip­
ient and the recipient’s estate. On the death of a person receiving 
assistance the total amount paid as assistance shall be allowed by the 
court having jurisdiction over the estate. (§ 12 ch 110 SLA 1953)

Sec. 47.25.230. P e rso n s  liable for su p p o rt an d  buria l. Every 
needy person shall be supported while living and upon dying, shall be 
given a decent burial by the spouse, children, father, mother, 
grandfather, grandmother, grandchildren, brothers or sisters of the 
needy person, if they, or any of them, have the ability to do so, in the 
order named. Every designated person who fails to support the needy 
person when directed by the department to do so, or fails to give the 
needy person a decent burial shall reimburse the state or a munic­
ipality for the funds expended by either the state or a municipality for 
the relief or burial of the needy person, and these sums with ini,■'rest 
and costs may be recovered by the state or a municipality of the state 
in a civil action. (§ 13 ch 110 SLA 1953)

C ro ss  re fe re n c e s . — For duty  of parent 
and child to m ain ta in  each other, see AS 
25.20.030.

C o lla te ra l re fe re n c e s . — N ature of

care contem plated by sta tu te  imposing 
general duty to care for indigent relatives, 
92 ALR2d 348.

Sec. 47.25.240. A ction against person  liab le  for ca re  o f rec ip ­
ient. If, during the continuance of an allowance, the department ascer­
tains tha t a person liable for the support of the recipient of assistance 
is able to provide the necessary care and support of the recipient, and 
the person liable for the care and support of the recipient fails or 
refuses to support and care for the recipient, the state has a claim for 
the assistance against the person liable for it. This claim may be 
enforced by civil action brought in the name of the state by the attorney 
general against the person liable for the recovery of the amount of 
money, with interest, paid to the recipient, together with the costs and 
disbursements of the action. (§ 14 ch 110 SLA 1953)
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Sec. 47.25.250. T em porary  relief. When a needy person is not 
entitled to assistance under AS 47.25.120 — 47.25.300 and has no 
relatives in the state liable for support under AS 47.25.230 and 
47.25.240, the needy person may receive temporary assistance in the 
form and amount which the department considers necessary. Tempo­
rary assistance for needs other than transportation and medical care 
may not exceed $80 per person per month. (§ 15 ch 110 SLA 1953; am 
§ 4 ch 221 SLA 1976)

Sec. 47.25.252. D iscre tionary  assistance . When a needy person is 
not entitled to assistance under AS 47.25.120 — 47.25.300, the needy 
person may receive assistance in the form and amount th a t the depart­
ment considers necessary. (§ 14 ch 138 SLA 1982)

Sec. 47.25.255. Catastrophic illness. (Repealed, § 2  ch 107 SLA 
1978. F o r current Jaw concerning catastrophic illness assistance, see 
AS 47 .08 .]

Sec. 47.25.260. R ecovery  and  disposition of a llow ances 
im properly  g ran ted . If the department finds that a general relief 
allowance has been improperly granted, it shall investigate, and if it 
appears from the investigation th a t the assistance was improperly 
granted, the departm ent may cancel the allowance and notify the recip­
ient of the cancellation. The state then has a claim against the person 
who received the improper allowance. The claim may be enforced by 
civil action in the name of the state by the attorney general to recover 
the am ount paid to the person, with interest, together with the neces­
sary costs of the action. (§ 16 ch 110 SLA 1953)

Sec. 47.25.265. C ancela tion  o f w arran ts , (a) W arrants issued to a 
general relief assistance recipient after the date of death of the recip­
ient shall be returned to the Department of Administration and 
canceled.

(b) General relief assistance w arrants issued before the death of the 
recipient but not negotiated at death shall be returned to the Depart­
ment of Administration, and shall be canceled, unless claimed by the 
authorized representative of the estate of the recipient w ithin 90 days 
of the date of death.

(c) The state shall not be liable to the estate, heirs, or creditors of the 
deceased general relief assistance recipient for payment on warrants 
canceled under (a) and (b) of this section. (§ 1 ch 52 SLA 1964)

Sec. 47.25.270. A greem ents w ith  federal governm ent. The 
departm ent may enter into agreements, arrangements, or contracts 
with any federal agencv department, or official under which funds 
made available to the lederal agency, department, or official may be 
transferred to the departm ent and spent in accordance with AS
47.25.120 — 47.25.300 for assistance to needy persons. (§ 18 ch 110 
SLA 1953)

§ 47.25.250 W e l f a r e , S o c i a l  S e r v i c e s  a n d  I n s t i t u t i o n s  § 47.25.270
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§ 47.25.280 A l a s k a  S t a t u t e s § 47.25.31C § •!7.25.3!?

Sec. 47.25.280. Obtaining assistance by fraud. [Repealed, § 42 ch 
143 SLA 1982.]

Sec. 47.25.290. P en a lty  for violation. A person who violates a 
provision of AS 47.25.120 — 47.25.300 is guilty of a  misdemeanor and 
upon conviction is punishable by a fine of not more than $1,000 or by 
imprisonment for not more than one year, or by both. (§ 19 ch 110 SLA 
1953; am § 2 ch 116 SLA 1975)

Sec. 47.25.300. D efinitions. In AS 47.25.120 — 47.25.300
(1) "assistance” means financial assistance to or on behalf of a needy 

person, including subsistence (food, shelter, fuel, clothing, and 
utilities) and transportation, medical needs (including, but not limited 
to, hospitalization, nursing, and convalescent care), burial, and other 
determined needs;

(2) "departm ent” means the Department of Health and Social Ser­
vices;

(3) "needy person” means a needy resident of the state who is not 
eligibl0 for aid from another public agency or departm ent providing 
similar services in the state;

(4) "public medical institution” means a public hospital or medical 
institution, except an institution for the treatm ent of tuberculosis or 
mental disease. (§ 1 ch 110 SLA 1953; am § 2 ch 32 SLA 1971; am § 6 
ch 104 SLA 1971)

NO TES  TO  D E C IS IO N S

A s ta tu to ry  p ro h ib it io n  o f  w e lfa re  
b en e fits  to  re s id e n ts  o f  less  th a n  a  y e a r  
creates a classification which constitutes 
an invidious discrim ination denying such

residents equal protection of the laws. 
Shapiro v. Thompson, 394 U.S. 618, 89 S. 
Ct. 1322, 22 L. Ed. 2d 600 (1969).

A rticle 3. A id to Fam ilies w ith  D ep enden t C hild ren  Act.
Section
310. Eligibility for assistance 
320. A m ount of assistance 
330. D uties of departm ent 
340. Application for assistance 
350. Investigation of application 
360. G ran ting  of assistance 
365. R etrain ing of pa ren t or family mem­

ber

S ection  
370. Appeal
380. Reconsideration and a lte ra tio n  of 

assistance 
395. A lienation and  attachm en t 
400. Purpose 
410. D efinitions 
420. Short title

Sec. 47.25.310. E ligibility  fo r assistance . The departm ent shall 
grant assistance to the family of each dependent child and each preg­
nant woman it determines is eligible for assistance under AS 47.25.310 
— 47.25.420, or to employers under a work incentive program estab­
lished by AS 23.15.650, and by 42 U.S.C. 633(e)(1) (Social Security Act, 
Win Program), as amended. (§ 51-2-32 ACLA 1949; am § 2 ch 57 SLA

1949: am S 
S L A  1982)
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§ 17.05.010 A l a s k a  S t a t u t e s § 47.05.010

C hapter 05. A dm inistration of Welfare, Social 
Services and Institutions.

S ection
10. Duties o f department 
15. Contracts
.’0. Confidential character o f public assis­

tance records 
JO. Misuse o f public assistance lists and 

records

S ection
•10. Consent to conditions o f federal pro­

grams 
50. Policy
60. Purpose and policy relating to chil­

dren

Sec. 47.05.010. D uties of departm en t. The Department of Health 
and Social Services shall

(1) adm inister adult pubKc assistance, aid to families with depen­
dent children, and all other assistance programs, and receive and spend 
funds made available to it;

12) adopt regulations necessary for the conduct of its business and for 
carrying out federal and state laws granting adult public assistance, 
aid to families with dependent children, and other assistance;

(3) establish minimum standards for personnel employed by the 
department and adopt necessary regulations to m aintain those stan­
dards;

(4) require those bonds and undertakings from persons employed by 
it which in its judgm ent are necessary, and pay the premiums on them;

15) cooperate with the federal government in m atters of mutual con­
cern pertaining to adult public assistance, aid to families with depen­
dent children, and other forms of public assistance;

(6) make the reports, in the form and containing the information, 
which the federal government from time to time requires;

(7) cooperate with the federal government, its agencies or instru­
mentalities in establishing, extending and strengthening services for 
the protection and care of homeless, dependent and neglected children 
in danger of becoming delinquent, and receive and expend funds avail­
able to the department by the federal government, the state or its 
political subdivisions for tha t purpose;

<8) cooperate with the federal government in adopting state plans to 
make the state eligible for federal matching in appropriate categories 
of assistance, and in all m atters of mutual concern, including adoption 
of the methods of administration which are found by the federal gov­
ernment to be necessary for the efficient operation of welfare programs;

(9) adopt regulations, not inconsistent with law, defining need, 
prescribing the conditions of eligibility for assistance, and establishing 
standards for determining the amount of assistance which an eligible 
person is entitled to receive; the amount of the assistance is sufficient 
when, added to all other income and resources available to an individ­
ual, it provides the individual with a reasonable subsistence compat-
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HEALTH CARE

Hospitals5 May Gripe, but They’re Making More Under Me<licare
Profits rose in first year 
of new payment system
By Spencer Rich
Washington Post Staff W riter

ospitals, which feared ihey would suffer 
substantial losses under government 
rules that limit Medicare payments, ac­

tually posted above-average profits in the pro­
gram's first year, a government study reveals.

Hospital profit margins on Medicare oper­
ations rose to 14 percent in 1984 , the first 
year o f the Reagan adm inistration’s prospec­
tive payment system , about trip le  the average 
profit margin fo r all patients in recent years, 
according to an internal report by Richard P. 
Kusserow , inspector general o f the Health 
and Human Services Department.

"They ’re  doing better under Medicare than 
anybody thought they would,”  says Kusserow , 
who did not release the report but agreed to 
comment a fte r a copy was obtained by The 
Washington Post.

The report says the profit margins “ raise 
questions" as to whether the Medicare rate 
schedule provides "excess payments" to hospi­
tals.

Kusserow says his office ’s survey T  about 
one-sixth o f the hospitals operating under the 
system shows that Medicare is paying its way 
and is not being subsidized by higher charges 
fo r private patients where, he says, the profit 
margins are apparently smaller.

The prospective payment system was in­
stituted at the end o f 1983 to try  to curb 
years o f explosive growth in Medicare out­
lays. It sets a flat payment in advance fo r each 
hospital patient, based on the diagnosis. Since 
the payment remains the same regard less of 
the length o f stay o r the number o f tests giv­
en, hospitals are discouraged from  stretching 
out treatment o r conducting needless tests.

F o r example, the fixed payment fo r cases of 
heart failure and shock might be $2 ,790 . 
Whether the patient was hospitalized fo r 7 .6 
days (the national average in such cases) o r for 
10 days, the hospital would receive $2 ,790 . 
Previously, hospitals were paid a fee based on 
the number of days a patient was admitted.

Kusserow ’s report comes as Congress 
nears a decision on how much to raise the 
rates Medicare will pay hospitals in 1986 . 
The administration wants rates frozen at

1985 levels, with no increase to cover infla­
tion. The House has approved a 1 percent 
increase, and the Senate, 0 .5  percent.

Jack Owen, executive vice president o f the 
American Hospital Association, and Mike 
B romberg, d irector o f the Federation of 
American Hospitals, say that assuming Kus- 
serow ’s figures fo r 1984 are correc t, they 
m ere ly re flect tough cost-cutting e ffo rts by 
hospitals, such as a 3 percent personnel slash, 
to  prepare fo r the start o f in 2 prospective 
payment system . They say such savings can­
not be repeated year a fte r year.

Owen says that despite the pro fit margins 
found by Kusserow , the cost-cutting efforts 
resu lted in Medicare paying $2  billion less 
than anticipated in 1984 .

He says that fo r 1985 , Congress increased

hospital rates less than 4 percent, a figure 2 
percentage points below the rate o f inflation 
fo r things hospitals buy. "W e’ ll be lucky to get 
an increase o f three-fourths o f 1 percent in 
1 9 8 6  while estimated inflation is running 4 
percent,”  so any earlie r-yea r profits will be 
quickly eaten up, he says.

«
 Medicare spokesman says the report is 
I being studied but that the government 
1 goal is not to lim it hospital profits but to 
contro l Medicare costs. He says the new sys­
tem held the 19 85  increase in Medicare pay­
ments to hospitals to 6 percent, the lowest 
since the program began.

Kusserow ’s office surveyed unaudited 
records o f 89 2  hospitals, both fo r-profit and

oy oiayr.*oi lor inc ijinogo iriuvrir

nonprofit ones, in nine states. For nonprofit 
hospitals, it calculated profits as the d iffer­
ence between operating revenues from  Medi­
care and operating costs. The 89 2  rep re ­
sented a sixth o f the 5 ,4 0 5  hospitals subject 
to the new system. The survey found that:
■ "Hospitals earned a net average o f 14 .12 
percent profit under the Medicare prospec­
tive payment reimbursement system .”  Net 
profits at these hospitals were $ 833  million. 
Four-fifths o f this was at nonprofit hospitals 
and there fore not taxable. Pro jected nation­
wide, the report says, the figures suggest $5 
billion in profits on Medicare operations.
■ If profit is measured as the percent o f re ­
turn on investment, instead o f the surplus o f 
revenues ove r costs, average net profit was 
2 4 .1 7  percent. ■
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New Medicaid rules now $ 1
by Rita R. Robison

Under state rules adopted 
August 1, Medicaid recipients 
must now  pay some o f  the costs 
o f  medications and medical sup­
plies that fo rm e rly  were p ro ­
vided under the program  fo r  no 
charge.

Here's how the new fees and 
o ther parts o f  the program  stack 
up :

•  Recipients pay S I fo r  each 
prescrip tion drug received.

•  Over-the-counter drugs are 
no longer covered under Medi­
caid.

9 O n ly  medical supplies on an 
approved list are available, unless 
a physician indicates the sup­
plies are medically necessary. 
Recipients must pay S I each 
tim e they  receive supplies.

•  Over-the-counter drugs, 
except insulin , are no  longer 
covered under Medicaid.

•  Physicians are being encour­
aged to  prescribe as m any 
generic prescription drugs as pos­
sible. Generics are less expensive 
drugs sold by  a name referring 
to  the ir chemical make-up rather 
than a brand name chosen by 
the m anu factu rer. I f  generic sub­
stitu tion is perm itted , the state 
w ill require the pharmacist to  
actua lly  dispense the less expen­
sive p roduct.

D  Under a provision being 
(deferred fo r  6 0  days, a schedule 
o f  fees to  be paid to  pharmacists 
fo r  Medicaid prescription drugs 
w ould be developed b y  the De­
partm ent o f  Health and Socia l 
Service’ s D ivision o f  Medical 
Assistance. C u rren tly  the state 
pays pharmacists whatever they 
want to  charge.
— The emergency ru les were en­
acted by the department to cut 
Medicaid costs when the A laska

State Legislature fa iled to  fu lly  
fund the state’ s Medicaid pre­
scription drug program .

Before the emergency rules 
can become permanent, hearings 
must be he ld . That like ly  w ill 

1 take place be fo re  November.
While S 2 .9  m illion  was esti­

mated as needed to  provide pre­
scrip tion drugs to  Medicaid re­
cipients, o n ly  S I . 7 was appro­
priated. Lawmakers w ho drafted 
the budget expected the legis­
la ture to  op t to jo in  a federal 
Medicaid prescrip tion drug p ro ­
gram which reimburses the stste 
fo r  5 0  percent o f  the cost o f  pre­
scription drugs.

A lthough a b ill to  participate 
in the federa l program  passed 
the House, it bogged down in 
the Senate in the fin a l days o f  
this year’ s session. By the time 
legislators realized the b ill w ou ld 
not pass, it was too  late to ap­
propria te the S I . 2  m illion  extra 
to fu lly  fund the state program , 
said Rep . D on  C locksin , D- 
Anchorage and House M a jority  
Leader.

Pharmacists b locked passage

o f  the b ill, C locksin said, and he 
calls their action “ unreasonable 
and irresponsib le .”

“ Pharmacists want to  contin­
ue their so ft deal,”  said C lo c k ­
sin o f  the state program  which 
pays pharmacists 100  percent o f  
what they charge.

“ 1 am not happy w ith phar­
macists . .  . T hey ju s t care about 
their ow n pocke tb ook .”  

Pharmacists fough t against the 
b ill because o f  the restrictions 
o f  the federa l program  and lim its 
on  what can be charged fo r  pre­
scriptions, said Chuck Rush , 
pharmacist fo r  the wholesale 
firm , B .F . Grace.

R od  Betit, d irec tor o f  the D i­
vision o f  Medical Assistance, said 
not a ll pharmacists oppose the 
state opting to  jo in  the federal 
Medicaid prescrip tion drug p ro ­
gram. Part o f  the pharmacy com ­
m un ity  supports the change, but 
a few vocal pharmacists strong ly 
^ppose it, Betit said.

)n ly  tw o o th e r states do not 
participate in the federa l Medi­
caid prescription drug program 

1 -A r iz o n a  and Wyom ing.

While the new Medicaid reg­
u la tion  w ill cut the costs o f  
the state Medicaid prescription 
drug program , a S 3 0 0 .0 0 0  to
5 4 0 0 ,0 0 0  sh o rtfa ll is s till lik e ly , 
Betit said.

F o r  m ore in fo rm a tion  on the 
new regu lation , call the Division 
o f  Medical Assistance in Juneau 
at 4 6 5 -3 3 5 5  o r w rite Depart­
ment o f  H ea lth and Socia l Ser­
vices, D iv ision o f  Medical As­
sistance, Pouch H -07 , Juneau 
9 9 8 1 1 .


