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DHSS MD yn
FISCAL NOTE - M e d i c a i d  P h a r m a c e u t i c a l  • HOUSE 1/9/89

No. 1

Sunmary

Before the last legislative session, pharmacy services for Medicaid 

eligible individuals were purchased frcm the General Relief Medical program 

because Alaska had not adopted the pharmacy option under the Medicaid 

program. During the last legislative session, CSSB 255, which was signed 

into law as Chapter 120, SLA 1988, added pharmacy services as a Medicaid 

option for the period October 1, 1988 - June 30, 1989. (SB 255 has a 

sunset clause which repeals Chapter 120 effective July, 1989.)

Unless this legislation is passed, a general fund appropriation of $2,560 

million will be needed in FY90 to continue to pay for pharmacy services for 

poor Alaskans. In essence, the state would be relinquishing $2.56 million 

in federal match and pharmacy services for Medicaid eligible individuals 

would once again be purchased through the general relief medical program 

(GRM). Should general funds not be appropriated, significant reductions in 

pharmacy services would also likely occur.

Budgetary and Program Inpact

All services which are purchased by the state under the Medicaid program 

receive a dollar-for-dollar federal match. All services purchased under 

the General Relief Medical program are entxrely general funds.

The Department has submitted its FY90 budget assuming this legislation

would pass, pharmacy services would remain as a Medicaid option and,

$2,560.2 in federal funds would be received as match. Consequently, this

legislation has a zero fiscal note. If it passes, the total pharmacy cost

of $5,037 million is split between federal funds and general funds. The
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proposed FY90 budget contains sufficient general funds to pay the state 

share, so pharmacy services would continue as currently provided.

If this legislation does not pass, federal matching funds for pharmacy 

services would be lost. Should this occur, an additional $2,560.2 in 

general funds would be needed to replace the federal funds so that existing 

services could be maintained.

When pharmacy legislation (SB 255) passed in FY89, tie department estimated 

$2 million in savings because the total drug program cost about $4 million. 

Services to new eligibles and utilization and price increases have since 

increased the total program cost to $5 million. Consequently, returning to 

a totally general funded pharmacy program would cost $1 million more in 

FY90 than :'.t did in FY88, the last year in which pharmacy was entirely 

funded by several funds.

Throughout the interim, the department has worked diligently with 

pharmacists to fashion a Medicaid program which captures federal 

reimbursement while minimizing financial impact to pharmacists. A separate 

document describes the policy making process, the research conducted on 

pharmacy costs, and the reimbursement methodologies which resulted frcm 

that process.

If the legislature decides net to pass this legislation, the department 

requests that the full $2.56 million in general funds be appropriated.

This amount includes the inflation in pharmacy service costs which occurred 

frcm FY88 to FY90 in addition to the restoration of the general fund wiiich 

had been supplanted by federal funds.
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The following describes the sequence of modification to the FY90 budget 

that would be needed to continue present services should the legislation 

not pass:

.nee ic a r c  r n a r m a c e u c i c a i  : _o c 3- ru-.a-.sis
No. 1

1. Transfer $2,476.9 State General Fund Match (SGFM) frcm the Medicaid 

Non-Facility component to the General Relief Medical component. 

(1,328.9 FY89 transfer for Chapter 120, 913.6 FY90 Budget Request 

transfer and 234.4 FY90 increments for price, utilization and 

eligibles.) If the program is not a Medicaid option, there are no 

federal funds to match with state general funds.

2. Decrement the Medicaid Non-Facility component for 2,560.2 federal 

funds. (1,412.3 FY89 Chapter 120, 913.6 FY90 Budget request and 234.3 

FY90 increments for price, utilization and eligibles.) These federal 

match funds are not received if the pharmacy services are not provided 

through Medicaid.

3. Increment the General Relief Medical program for 2,560.2 state general 

funds to offset the federal decrements in #2 above.

The following chart depicts the development of the FY90 budget request and 

the above described modifications.
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FY90 Budget Development

FY89 Authorization 

0 4  Transfer 

FY90 Adjusted Base

cn/nn j-— .i. x j \j  j a i u x u i m u s :

Federal Increment 

Price 

Eligibles 

Utilization 

FY90 Budget Request

GRM

913.6

(913.6)

0

'?dicaid
Non-Facility

2,741.2

913.6

3,654.8

913.6

135.2

196.4

137.1

5,037.1

Total

3.654.8 

0

3.654.8

913.6

135.2

196.4

137.1

5,037.1

Required Modifications

Transfer SGFM 2,476.9 (2,476.9) 0

Decrement Federal - [2] (2,560.2) (2,560.2)

Increment SGF 3̂] 2 ,560.2 - 2,560.2

Totals 5,037.1 0 5,037.1



H O U S E  H E S S  C Q M M T T T E E  M E E T I N G  J A N U A R Y  25. 1989_______________________________  H B  70
C h a i r p e r s o n  E l l i s  introduced HB 70 for discussion, a nd 
i n vi te d Ms. K i m  Busch, Dir e ct or  of the D i v i s i o n  of M e d i c a l  
A s s i s t a n c e  of t h e  Depart me n t of H e a l t h  and Social S e r v i c e s  
( D H S S ) , to t e s t i f y  b e fo re  the committee.
Ms. B u s c h  t e s t i f i e d  in support of H B  70. She said t h a t  the 
DHSS s u p p o r t e d  t h e  c o nt in ua t io n of the  s t at e' s a b i l i t y  to 
c l a i m  federal m e d i c a i d  funding for p h a r m a c y  s er vi c e s  for 
lo w i n c o m e  people. She e x p l a i n e d  tha t H B  70 w o u l d  e n ab le  
the s t a t e  to p a r t i c i p a t e  in the federal p r o g r a m  by 
e x t e n d i n g  l e g i s l a t i o n  p a s s e d  d u r i n g  the F i f t e e n t h  S t a t e  
Legislature. T h e  cur r en t l e g i s l a t i o n  was a bo ut  to s u n s e t  
b e c a u s e  of a p r o v i s i o n  a d de d by t h e  S e na te  tha t p r o v i d e d  
the DHSS a nd p h a r m a c i s t s  a pi lo t  y e a r  to j o i n t l y  d e s i g n  and 
i m p l em en t  a m u t u a l l y  accept ab l e program.
Ms. B u s c h  a d d r e s s e d  p o l ic y issues a n d  the fiscal impact.
She e x p l a i n e d  t h a t  the FY 90 m e d i c a i d  b u d g e t  w as b a s e d  on 
th e a s s u m p t i o n  t h a t  HB 70 w ou ld  p a s s  and t he s tate w o u l d  
c l a i m  federal funds to c o ve r h a l f  of the costs, h e n c e  the 
zero fiscal note. She p o in t ed  out th at  th is  m e a s u r e  w o u l d  
sa ve  t h e  state $2.5 m i l l i o n  in FY 90. She c a u t i o n e d  t h a t  
if H B  70 w e r e  n o t  to pass, cuts w o u l d  ha v e to b e  made, such 
as a d r a s t i c  r e d u c t i o n  in p h a r m a c y  se rv i ce s to low income 
Alaskans, a s ub st a n t i a l  r e d u ct io n  in Gen er al  R e l i e f  M e d i c a l  
( G R M ) , o r  the e l i m i n a t i o n  of u p  to n i n e  m e d i c a i d  services.
N u m b e r  088
In r e s p o n s e  to Rep. Furnace's question, Ms. Busch r e p l i e d  
t h a t  G R M  was f u n d e d  e ntirely by s t a t e  funds, whereas, 
m e d i c a i d  was f un de d  50% b y  state funds and 50% by federal 
f u n d s .
N u m b e r  108
Rep. G r u e n b e r g  n o t e d  th at  the c os t  of the sta te 's  
p h a r m a c e u t i c a l  p r o g r a m  h a d  not d e c r e a s e d  in spite of the 
s t a t e ' s  p a r t i c i p a t i o n  in the federal program, and h e  
w o n d e r e d  w h y  t h e  co st  h a d  not decreased.
Secondly, Rep. G r u e n b e r g  p o i n t e d  o ut that lines 19 a n d  21, 
o n  p a g e  t h r e e  o f  t h e  bill, w o u l d  i nc o rp o r a t e  c e r t a i n  
fed e ra l r e g u l a t i o n s  into statute. He w o n d e r e d  s p e c i f i c a l l y  
w h a t  t h o s e  r e g u l a t i o n s  were, and h e  w a n t e d  to k n o w  the 
l e g a l i t y  o f  i n c o r p o r a t i n g  by r e f e r e n c e  a federal r e g u l a t i o n  
into an A l a a k a n  statute. H e  felt t h a t  this m a y  not b e  good 
p o l i c y  b e c a u s e  federal re gu l a t i o n s  c ou ld  be c h a n g e d  w i t h  
l i t t l e  i np ut  f r o m  the state? and h e  c a u t i o n e d  t ha t by 
d e f e r r i n g  to feder al  regulations, t h e  state m a y  be 
a b d i c a t i n g  its r e s p o n s i b i l i t y  to m a k e  t ho se  d e c i s i o n s  
itself.
Ms. B u s c h  r e p l i e d  that she w o u l d  b e  able to p r o v i d e  
i n f o r m a t i o n  on t h e  cost of the p h a r m a c y  p r o g r a m  from FY 85 
forward. She e x p l a i n e d  t ha t the c o s t  of dr ug s had 
i n c r e a s e d  and, hi storically, p h a r m a c i s t s  h a d  b e e n  p a i d  
w h a t e v e r  t h e y  h a d  char ge d for a drug. She  w e n t  on to say 
t h a t  in t h e  r e c e n t  r e s t r u c t u r i n g  and r e d es ig n of th e 
program, r e i m b u r s e m e n t  p o l i ci es  h a d  b e c o m e  b e t t e r  defined.
N u m b e r  202



Rep. G r u e n b e r g  w a n t e d  to hav e  the r e i m b u r s e m e n t  p o l i c y  
d e s c r i b e d  to t he c o m m i t t e e  b e c a u s e  he felt th at  if the 
b o t t o m  line of the  p r o g r a m  was to save t h e  s t a t e  money, t he 
p r o g r a m  w a s  n o t  b e i n g  e f f e c t i v e  b e c a u s e  t h e  figures 
i l l u s t r a t e d  t h a t  as m u c h  w as c u r r e n t l y  b e i n g  s p e n t  on 
p h a r m a c e u t i c a l s  as t h e r e  was b e f o r e  t h e  p r o g r a m  w a s  
implemented.
Rep. G o l l  r e s p o n d e d  t h a t  the b o t t o m  li ne  w a s  n o t  to save 
t he s t a t e  money, but r a t h e r  to p r o v i d e  r e i m b u r s e m e n t  for 
p h a r m a c e u t i c a l s  for l o w  inco me  people. W i t h o u t  t h e  
p a r t i c i p a t i o n  of t h e  fede ra l go vernment, t h e  s t a t e  could 
not p a r t i c i p a t e  in t h e  p r o g r a m  at t he s a m e  level it w a s  
c u r r e n t l y  p a r t i c i p a t i n g .  He p o i n t e d  out t h a t  the s t at e w a s  
n o w  a b l e  to p r o v i d e  i n c r e a s e d  s e r v i c e  at t h e  s am e cos t  to 
t h e  g e n e r a l  f un d and at a d e c r e a s i n g  c o s t  p e r  person. He 
t h o u g h t  the p r o g r a m  w a s  a d e m o n s t r a t e d  s a v i n g s  t o  the 
state.
N u m b e r  219
Ms. B u s c h  p o i n t e d  o ut t h a t  in 1985 e ve ry  d o l l a r  e x p e n d e d  b y  
t he s t a t e  o n  t h e  p h a r m a c e u t i c a l  p r o g r a m  w a s  a g e n e r a l  fund 
dollar, and n o w  h a l f  of ev er y d o l l a r  s p e n t  on t h e  p r o g r a m  
c a m e  f r o m  t h e  federal government.
N u m b e r  231
Rep. G r u e n b e r g  e m p h a s i z e d  his p o i n t  by s t a t i n g  t h a t
p r e v i o u s l y  t h e  p r o g r a m  h a d  c os t  the s t a t e  $2.5 m i l l i o n
w i t h o u t  the p a r t i c i p a t i o n  of federal funds; now, t he 
p r o g r a m  c o s t  a t otal of $5 million. H a l f  of t h a t  was 
f u nd ed  f e d e r a l l y  and h a l f  was fu nded b y  t h e  state. B e ca u se  
t h e  s t a t e ' s  c o s t s  r e m a i n e d  the same, Rep. G r u e n b e r g  felt 
t h a t  t h e  s t a t e  w a s  e s s e n t i a l l y  a p p l y i n g  for federal funds 
in o r d e r  to g i v e  it to t h e  pharmacists, a n d  he w a s  n ot s^re 
t h i s  w a s  a g o o d  u s e  of federal funds.
Ms. B u s c h  r e p l i e d  t h a t  t h e  co st  of the  p r o g r a m  h a d
i n c r e a s e d  o v e r  t he years. She said the o b j e c t  of t h e  bill
t h a t  h a d  p a s s e d  t he F i f t e e n t h  L e g i s l a t u r e  w a s  not to save 
money, b u t  r a t h e r  to o b t a i n  federal f u n d i n g  for p h a r m a c y  
services, t o  i n su re  c o n t i n u e d  ac cess t o  p h a r m a c y  s e r v i ce s 
f or p o o r  people, and t o  d e s i g n  a p r o g r a m  s u i t a b l e  to the 
p h a r m a c i s t s  so t h e y  w o u l d  c o n ti nu e  to p a r t i c i p a t e  in the 
pr og ra m.  S h e  c o m m e n t e d  t h a t  t h e r e  w e r e  59 p h a r m a c y  o u tl et s 
e m p l o y i n g  80 p ha rm a c i s t s .
N u m b e r  265
Rep. G r u e n b e r g  r e q u e s t e d  a co py  of t he M e d i c a l  C o n s u m e r  
P r i c e  I n d e x  f or the  y e a r s  1385 forward.
N u m b e r  294
Rep. B o y e r  f ou nd  it i n t e r e s t i n g  t ha t the s t e e r i n g  c o m m i t t e e  
h a d  o b s e r v e d  t h a t  A l a s k a  h ad t h e  h i g h e s t  r e i m b u r s e m e n t  
c o s t s  in t he country. Apparently, A l a s k a  h a d  b e e n  p a y i n g  
t he full " a s k e d  p r ice" for all p r e s c r i p t i o n s  in s p i t e  of 
t h e  f a c t  t h a t  t h e  fede ra l g o v e r n m e n t  w o u l d  not r e i m b u r s e  
t he r e t a i l  price. T h e  s t e e r i n g  c o m m i t t e e  felt t h a t  the 
m o s t  f a v o r a b l e  t er ms  h a d  bee n d e v e l o p e d  for the p h a r m a c y  
program, b u t  t h e  p h a r m a c i s t  m e m b e r s  of t h e  c o m m i t t e e  found 
fede ra l r e g u l a t i o n s  t o o  restrictive. T h e y  felt t h a t  s tate



c o ur t a c t i o n  a g a i n s t  the federal g o v e r n m e n t  w o u l d  r e s u l t  in 
a more f a v o ra bl e program. Rep. B o y e r  felt t h a t  t h e s e  
findings s u g g e s t e d  that t he state h a d  b e e n  f a i r l y  d i l i g e n t  
in c o n t r o l l i n g  p h a r m a c e u t i c a l  costs. He t h o u g h t  t h a t  the 
DHSS h ad d o n e  a g o o d  job of tryi ng  to r e c o n c i l e  a 
d i f f e r e n c e  of o p i n i o n  t h a t  ha d c o n f r o n t e d  t h e  l e g i s l a t u r e  
for a n u m b e r  of years.
N u m b e r  334
Rep. G r u e n b e r g  sa id  that h i s  r e c o l l e c t i o n  of t h e  o r i g i n a l  
d eb at e on thi s issue h a d  c e n t e r e d  a r o u n d  t he fact t h a t  the 
state w o u l d  b e  a b l e  to r e c o u p  h a l f  of the c o s t  of t h e  
p r o g r a m  b y  a c q u i r i n g  federal money.
N u m b e r  347
Rep. Go l l e x p l a i n e d  tha t t h e  cost p e r  u n i t  o f  d r u g s  h a d  
d e c r e a s e d  u n d e r  t h e  m e d i c a i d  r e i m b u r s e m e n t  p r o g r a m  because, 
r at he r t h a n  r e i m b u r s e  the p h a r m a c i s t  for t he r etail p r i c e  
of n a m e - b r a n d  drugs, p h a r m a c i s t s  m u s t  n o w  a c c e p t  
r e i m b u r s e m e n t  for g e n e r i c  drugs, w h i c h  w e r e  less e x p e n s i v e  
p e r  uni t o f  drug. He s t r e s s e d  t h a t  the total c o s t  of t he 
p r o g r a m  t o  the s t a t e  h a d  n o t  increased, b u t  t h e  n u m b e r  of 
p e o p l e  b e i n g  s e r v e d  had increased. H e  w a r n e d  t h a t  t h e  o nl y 
w a y  to c u t  costs w a s  to s e r v e  fewer people.
Ms. B u s c h  said t h a t  Rep. Go ll  w as a b s o l u t e l y  correct. 
C h a i r p e r s o n  El l is  s u g g e s t e d  that the H o u s e  F i n a n c e  
S u b c o m m i t t e e  on H e a l t h  and So cial S e r v i c e s  c o u l d  p r o v i d e  • 
Rep. G r u e n b e r g  w i t h  the figures he h a d  requested. He 
e x p l a i n e d  tha t t h e  i ncrease in p r o g r a m  c o st s w a s  t h e  r e s u l t  
of a c o m b i n a t i o n  of factors that h a p p e n e d  to c o i n c i d e  w i t h  
t he e c o n o m i c  s i t u a t i o n  in Alaska. H e  sa id  h e  s u p p o r t e d  t he 
program, a n d  he felt it w a s  a m a t t e r  of the  s t a t e ' s  e i t h e r  
s u p p o r t i n g  t h e  p r o g r a m  or fund in g  an a d d i t i o n a l  $2.5 
m i l l i o n  in o r de r t o  c o n t i n u e  to fund the program.
N u m b e r  391
Rep. G r u e n b e r g  s t a t e d  tha t  h e  w as s u r p r i s e d  t h a t  the 
D i v i s i o n  of M e d i c a l  A s s i s t a n c e  b u d g e t  h a d  i n c r e a s e d  so 
d r a m a t i c a l l y  in t h e  last t h r e e  years, and t h a t  the 
p h a r m a c e u t i c a l  r e i m b u r s e m e n t  p r o g r a m  h a d  d o u b l e d  in size. 
Rep. Goll w o n d e r e d  if the p r o g r a m  h a d  d o u b l e d  in s iz e 
b e c a u s e  u n d e r  the old p r o g r a m  the s ta te  h a d  r e a c h e d  its 
level of a p p r o p r i a t i o n  a nd n o w  t he s tate w a s  a b l e  t o  s er ve  
m o r e  people, or h a d  t he n e e d  b e e n  m e t  u n d e r  t h e  o ld p r o g r a m  
and n o w  t h e  n e e d  h a d  increased.
Ms. B u s c h  r e p l i e d  t h at  the i n c r e a s e d  c os ts  w e r e  a r e s u l t  of 
an i n c r e a s e  in price, an i n c re as e in eligibility, an 
i nc re as e in ut il ization, a n  i n c r ea se  in service, and  a n  
i nc re a s e  in t ypes of providers.
N u m b e r  410
In r e s p o n s e  to Rep. G r u e n b e r g ' s  question, Ms. B u s c h  r e p l i e d  
th at  t h e  c o s t  of t h e  i ng re d i e n t s  in d r u g s  h a d  i n c r e a s e d  
s ince 1985, b u t  b e c a u s e  of t he c o s t  c o n t a i n m e n t  m e a s u r e s  in 
the n e w  program, t h e  cos t p e r  d r u g  w a s  less.
N u m b e r  440
Rep. B o y e r  asked if t h e r e  w a s  a an y t y p e  of c o - p a y m e n t  
s c h e d u l e  w i t h i n  t h i s  program.



Ms. B usch r e p l i e d  tha t as a r e su lt  of w o r k i n g  w i t h  the 
s t e e r i n g  c ommittee, it was d e t e r m i n e d  n ot to h a v e  a 
c o - p a y m e n t  schedule. She e x p l a i n e d  t h a t  fede ra l law was 
v e r y  r e s t r i c t i v e  a b o u t  co-payments, in t h a t  it a l l o w e d  a 
c o - p a y m e n t  of o n l y  $1.00 p e r  p r e s c r i p t i o n  on c e r t a i n  d r ug s 
a n d  c e r t a i n  o t h e r  d r u g s  w e r e  e x e m p t e d  fr om  t h e  program.
Rep. B o y e r  p o i n t e d  out t h a t  o ne of t h e  few w a y s  to c o n t a i n  
co st s in a p r o g r a m  suc h as t h i s  w a s  to c u r b  u t i l iz at i on , 
w h i c h  he n o t e d  h a d  i n c r e a s e d  in t hi s program. O ne of the 
w a y s  t o  d i s c o u r a g e  u t i l i z a t i o n  w a s  to i n c r e a s e  the 
c o n t r i b u t i o n  of the part ic i pa nt . G i v e n  t h a t  t h e  p e o p l e  
i n v o l v e d  in thi s p r o g r a m  w e r e  at t h e  l o w e s t  e n d  of the  
e c o n o m i c  spectrum, Rep. B o y e r  reit this was nut. a v i a b l e  
solution; and g i v e n  the fed er al  r e s t ri ct io n s,  Rep. B o y e r  
felt w o n d e r e d  if t h e r e  was a s o l u t i o n  to c u t t i n g  costs.
Ms. B u s c h  sai d t h a t  o t h e r  p o s s i b l e  r e s t r i c t i o n s  in cl u d e d  
r e s t r i c t i n g  t h e  t y p e s  of d r u g s  t h a t  w e r e  e l i g i b l e  for 
r e i m b u r s e m e n t  and  r e p l a c i n g  p r e s c r i p t i o n  d r u g s  w i t h  less 
e x p e n s i v e  drugs. However, sh e  felt t h a t  the  p o s s i b i l i t i e s  
h a d  b e e n  f a i r l y  a d d r e s s e d  d u r i n g  d i s c u s s i o n s  w i t h  the 
p h a r m a c i s t s ,  a n d  t o  be m o r e  r e s t r i c t i v e  at t h i s  p o i n t  w o u l d  
n o t  b e n e f i t  p r o g r a m  recipients.
N u m b e r  489
Rep. F u r n a c e  a s k e d  for a s t a t i s t i c a l  b r e a k d o w n  of t h e  low 
i nc om e p e o p l e  p a r t i c i p a t i n g  in the p r o g r a m  for the last 
c o u p l e  of years. H e  a s k e d  fo r an a n n u a l  c o s t  b r e a k d o w n  of 
t h e  p r o g r a m  fr om  1985 f o r w a r d  in o r d e r  t o  t r a c k  the impact 
of the federal m a t c h i n g  dollars.
N u m b e r  504
R e f e r r i n g  t o  Rep. G r u e n b e r g ' s  e a r l i e r  question, Ms. B us c h 
sa i d that, in o r d e r  to r e c e i v e  fede r al  funds, t h e  s t a t e  was 
r e q u i r e d  t o  a c c e p t  t he fed er al  d e f i n i t i o n  of p r e s c r i b e d  
drugs, w h i c h  w a s  r e f e r e n c e d  in H B  70 on p a g e  3, lines 21 
a n d  22. S h e  s a i d  t h a t  t he st a te  w a s  a l l o w e d  t o  be m o r e  
r e s t r i c t i v e  in its d ef inition, b u t  it c o u l d  n o t  be broader. 
R e g a r d i n g  s t a t i s t i c s  for l ow incom e p a r t i c i p a n t s ,  she 
r e m a r k e d  t h a t  e a c h  m o n t h  2 9 - 3 1 ,0 00  p e o p l e  p a r t i c i p a t e d  in 
t h e  p r o g ra m,  60% of w h i c h  w e r e  children, a n d  t h e  r e m a i n d e r  
w e r e  65 o r  older, or s i n g l e  parents. S h e  n o t e d  th at  87% of 
n u r s i n g  h o s t s  b e d s  w e r e  m e d i c a i d  funded.
N u m b e r  533
Rep. B o y e r  d e s c r i b e d  t he p r o g r a m  as an i n s u r a n c e  program, 
t h e  c o s t  o f  w h i c h  w a s  f u e l e d  by t h e  a d d i t i o n  of options. 
E a c h  n e w  o p t i o n  g a v e  r e c i p i e n t s  a c c e s s  to a n e w  level of 
care. H e  p o i n t e d  o u t  t h a t  it w as g o o d  for p r o v i d e r s  
b e c a u s e  it i n c r e a s e d  business.
C h a i r p e r s o n  E l l i s  as ke d  h o w  A l a s k a  w o u l d  r a n k  w i t h  r e s p e c t  
t o  o t h e r  s t a t e s  if xt d i d  n o t  p a r t i c i p a t e  in t h i s  program. 
Ms. B u s c h  r e p l i e d  t h a t  A l a s k a  w o u l d  b e  t h e  o n l y  s t a t e  not 
p a r t i c i p a t i n g  in t h e  p h a r m a c e u t i c a l  m e d i c a i d  program.
N u m b e r  567
Rep. G o l l  e n c o u r a g e d  t h e  c o m m i t t e e  t o  m a k e  a c l e a r  
s t a t e m e n t  r e g a r d i n g  s e r v i n g  t he m e d i c a l l y  indigent. He 
r e q u e s t e d  a n  o p p o r t u n i t y  t o  a d d r e s s  t h i s  i s s ue  in depth.



N u m b e r  594
C h a i r p e r s o n  E l l i s  in tr od u c e d  Mr. D i r k  White, p h a r m a c i s t  and 
c o - o w n e r  of W h i t e ' s  P h a r m a c y  in Sitka, a n d  i n v i t e d  h i m  to 
t e s t i f y  b e f o r e  the committee.
T A P E  EIGHT, S I D E  B
Mr. W h i t e  t e s t i f i e d  a g a i n s t  H B  70. He s a i d  he k n e w  
p e r s o n a l l y  of rural a nd u r b a n  p h a r m a c i s t s  w h o  w o u l d  n ot 
p r o v i d e  s e r v i c e s  to m e d i c a i d  e l i g i b l e  p e o p l e  if t h e  new 
p r o g r a m  w e r e  to g o  into effect. H e  s t a t e d  t h a t  h e  w a s  n ot 
a g ai ns t federal f u nd in g  o f  t he program. He a d d e d  t h a t  as a 
h e a l t h  ca re  pr of es si on a l,  he w a s  c o n c e r n e d  w i t h  t h e  
w e l l - b e i n g  of h i s  patients, r e g a r d l e s s  of t h e i r  income. 
However, h e  felt th a t if h e  w e r e  t o  p r o v i d e  s e r v i c e s  to the 
poor, h e  s h o u l d  b e  r e i m b u r s e d  at c o s t  and n o t  at t he 79 
cent m a r g i n  s u g g e s t e d  b y  the program.
Mr. W h i t e  w a s  c o n c e r n e d  t h a t  t h e  DHSS w a s  n o t  y e t  a b l e  to 
info r m h i m  of h i s  r e i m b u r s e m e n t  fees, in s p i t e  o f  t h e  fact 
th at  the p r o g r a m  was s l a t e d  to b e g i n  on F e b r u a r y  1. To 
date, h e  o n l y  k n e w  t h a t  h e  w o u l d  b e  p a i d  t h e  A W P  (average 
w h o l e s a l e  price) of the d r u g  m i n u s  a c e r t a i n  perc en ta ge .
Mr. W h i t e  a l l e g e d  tha t  t he s t at e h a d  f a il ed  to p r o v i d e  a 
p h a r m a c y  m e d i c a i d  p r o g r a m  a c c e p t a b l e  to t h e  p h a r m a c y  
community. He w a s  c o n c e r n e d  a b o u t  b e i n g  s u b j e c t  > federal 
r e g u l a t i o n s  t h a t  c o u l d  b e  c h a n g e d  w i t h  v e r y  littl input 
from the state. H e  w a s  a l s o  c o n c e r n e d  a b o u t  beii v̂  f o r c e d  
to d i s p e n s e  g e n e r i c  drugs, b e c a u s e  he was n o t  100% 
c o n f i d e n t  w i t h  them.
Mr. W h i t e  r e f e r r e d  to a r e p o r t  t h a t  h a d  b e e n  d o n e  for the 
D i v i s i o n  of M e d i c a l  A s s i s t a n c e  b y  t h e  C e r t i f i e d  P u b l i c  
A c c o u n t a n t s  of M y e r s  and S t a u f f e r  r e g a r d i n g  t h e  c o s t  of 
d i s p e n s i n g  p h a r m a c e u t i c a l  p r e s c r i p t i o n s  in t he s t a t e  of 
Alaska. (The r e p o r t  wa s  n o t  a v a i l a b l e  t o  t h e  c o m m i t t e e  at 
this m e e t i n g ) . H e  felt t h a t  t h e  r e p o r t  p r e s e n t e d  g o o d  and 
a c c e p t a b l e  a l t e r n a t i v e s  for fee r e i m b u r s e m e n t s ,  a nd felt 
t h a t  t he n e w  p r o g r a m  h a d  b e e n  r u s h e d  t h r o u g h  t h e  s y s t e m  in 
o r d e r  t o  m e e t  t h e  s u n s e t  deadline.
N u m b e r  150
C h a i r p e r s o n  E l l i s  d i d  n o t  u n d e r s t a n d  h o w  Mr. W h i t e  c o u l d  
m a k e  79 c e n t s  o n  a sa le  at t he s a m e  t i m e  h e  w a s  n o t  
c o v e r i n g  h i s  costs.
Mr. W h i t e  r e p l i e d  th at  t h e  p h a r m a c i s t s  w o u l d  b e  p a i d  t he 
A W P  less a perce nt ag e . H e  s a i d  t h a t  t h e  A W P  w a s  a s t a n d a r d  
p r i c e  t h a t  m a y  o r  m a y  n o t  m a t c h  a c t u a l  w h o l e s a l e  prices.
In addition, he h a d  to p a y  t he c o s t  of shipping, a n d  h e  h a d  
a five d a y  t u r n - a r o u n d  on his l a r g e  i nventory. N o n e  of 
t h e s e  c o n s i d e r a t i o n s  w e r e  f i gu re d in to  h i s  re i mb u r s e m e n t .  
C h a i r p e r s o n  E l l i s  a n n o u n c e d  t h a t  t h e  b i l l  w o u l d  b e  h e l d  
o v e r  in c o m m i t t e e  and a s s i g n e d  to a s u b c o m m i t t e e  b e f o r e  
c o m i n g  b a c k  to t h e  full c ommittee. H e  a s k e d  Mr. E l m o  
Lindstrom, s t a f f  to the  H o u s e  F i n a n c e  C o m m i t t e e  of t h e  
F i f t e e n t h  Legislature, to a p p r i s e  th e H E S S  c o m m i t t e e  of the 
s t e e r i n g  c o m m i t t e e  d e l i b e r a t i o n s  a t  a l a t e r  time.
Rep. G r u e n b e r g  r e q u e s t e d  t h a t  t h e  c o m m i t t e e  r e c e i v e  c o p i e s  
of t h e  M y e r s  an d S t a u f f e r  report.



N u m b e r  191
C h a i r p e r s o n  E ll is  a n n o u n c e d  that H B  10, w h i c h  was al s o on 
t o d a y ' s  calendar, w o u l d  be hel d o v e r  to a t i m e  uncertain.
Rep. G o l l  a s ke d Mr. W h i t e  h o w  he c ou ld  be e x p e c t e d  to be 
r e i m b u r s e d  at w h o l e s a l e  c o s t  w i t h o u t  b e i n g  a b l e  to a c c o u n t  
for a profit.

W h i t e  r e p l i e d  tha t h e  w o u l d  be p a i d  a fee above the A W P  
m i n u s  t h e  percentage, b u t  a t  this ti me  he d i d  not y e t  k n o w  
w h a t  t h a t  fee w o u l d  be.
Rep. G o l l  as k ed  h o w  o t h e r  states h a n d l e d  t h e  r e i m b u r s e m e n t
situation. Mr. W h i t e  r e p l i e d  t h a t  some s t at es  w e r e  only 
r e i m b u r s i n g  t h e  A W P  w i t h o u t  s u b t r a c t i n g  a p e r c e n t a g e  and 
w i t h o u t  a d d i n g  a fee. H e  s ai d th at  if t he state w e r e  to 
p u s h  for it, the federal g o v e r n m e n t  w o u l d  p a y  the AWP, t he 
fee and o t h e r  things.
Rep. G o l l  a d m i t t e d  th at  the p r og ra m  h a d  b e e n  r u s h e d  a nd
d i f f i c u l t  to implement. He u rged i nt er e s t e d  p a r t i e s  to
w o r k  together, n ot to d e c i d e  w h e t h e r  or n o t  t h e i r  s h o u l d  be 
a program, b u t  to insure the p r o g r a m  was a r e s p o n s i b l e  one. 
C h a i r p e r s o n  E l l i s  a p p o i n t e d  h i m s e l f  and Reps. Goll,
G r u e n b e r g  and  Davis to the s u b c o m m i t t e e  to w o r k  on H B  70.
Rep. F u r n a c e  v o l u n t e e r e d  to be on the subcommittee.
C h a i r p e r s o n  El li s  said t ha t all c o m m i t t e e  m e m b e r s  w e r e  
w e l c o m e  to participate.
S i n c e  t h e r e  w a s  no furt he r b u s i n e s s  to c o m e  b e f o r e  the 
H o u s e  H E S S  Committee, C h a i r p e r s o n  Ellis a d j o u r n e d  t h e  
m e e t i n g  at 10:00 a.m.

HOUSE HESS C O M M I T T E E  M E E T I N G  C O N T I N U E D  - M A R C H  3. 1989_________________ HB  70
C h a i r p e r s o n  El li s  b r o u g h t  HB 70 b e f o r e  the c o m m i t t e e  for 
the p u r p o s e s  of discussion. He r e m i n d e d  t h e  c o m m i t t e e  that 
H B  70 h a d  b e e n  in a s u b c o m m i t t e e  m a d e  u p  of himself, Rep. 
G r u e n b e r g  and Rep. Davis. H e  sai d th at  t h e  s u b c o m m i t t e e  
d i d  n o t  r e c o m m e n d  a n y  c h a n g e s  to the bill.
N u m b e r  396
Rep. F u r n a c e  r e m i n d e d  t h e  c o m m i t t e e  th at  p h a r m a c i s t s  a r o u n d  
the s t a t e  w e r e  c o n c e r n e d  b e c a u s e  DHSS h ad n o t  f i n a l i z e d  a 
fee r e i m b u r s e m e n t  schedule. S ince t he s c h e d u l e  w o u l d  h a v e  
a g r e a t  i m p a c t  on the pharmacists, Rep. F u r n a c e  w o n d e r e d  if 
it h a d  b e e n  finalized.
Rep. E l l i s  e x p l a i n e d  t h a t  t h e  first r e i m b u r s e m e n t  p r o p o s a l  
h a d  b e e n  r e j e c t e d  b y  t he federal g o v e r n m e n t  and a n e w  one 
w o u l d  b e  s u b m i t t e d  shortly. Since F e b r u a r y  1, the s t at e  
h as o p e r a t e d  t he p r o g r a m  u n d e r  e m e r g e n c y  regulations.
N u m b e r  410
MR. E R I C  HANSEN, A s s i s t a n t  D i r e c t o r  of t h e  DHSS D i v i s i o n  of 
M e d i c a l  A s s i s t a n c e ,  e x p l a i n e d  th a t r e i m b u r s e m e n t  w a s  
c o m p r i s e d  of d i s p e n s i n g  fees and in gr ed i e n t  fees a n d  w as 
d e s i g n e d  to c o v e r  t he c o s t  of d o i n g  business, plus the co st  
of i ng r edients, p l u s  a p r o f i t  margin. T h e  c o s t  of 
i n g r e d i e n t s  w o u l d  b e  d e t e r m i n e d  v i a  a s ur ve y t h a t  w o u l d  be 
c o m p l e t e d  the  f o l l o w i n g  week. Currently, p h a r m a c i s t s  are 
b e i n g  p a i d  list p r i c e  m i n u s  10%.
Mr. H a n s e n  i n f o r m e d  the c o m m i t t e e  tha t th e n e w  p ro po s a l



s h o u l d  be r e a d y  for s u b m i s s i o n  to the federal g o v e r n m e n t  b y  
t h e  end of t h e  month, and r e i m b u r s e m e n t  to t he s t a t e  w o u l d  
be e f f e c t i v e  as of F e b r u a r y  1.
N u m b e r  428
Rep. F u r n a c e  t h o u g h t  t h a t  i n f o r m a t i o n  on the c o st  of dr ug  
i n g r e d i e n t s  h a d  a l r e a d y  b e e n  d e t e r m i n e d  in a s tudy 
c o m m i s s i o n e d  b y  DHSS some t i m e  ago.
Mr. H a n s e n  r e p l i e d  t h a t  the e a r l i e r  s t u d y  h a d  b e e n  don e b y  
c e r t i f i e d  p u b l i c  accountants, M y e r s  and Stauffer. T h e i r  
s t u d y  r e s u l t e d  in a r e p o r t  titled, "Repo rt  on t h e  Cost of 
D i s p e n s i n g  P h a r m a c e u t i c a l  P r e s c r i p t i o n s  in the S t a t e  of 
A l a s k a . "  ( L e g is la ti ve  R e f e r e n c e  Library, H o u s e  HES S  
m e e t i n g  file, i t e m  #1). It f o c u se d s t r i c t l y  on t h e  cost of 
r u n n i n g  a p h a r m a c y  e x c l u s i v e  o f  th e p r i c e  of the 
i n g r e d i e n t s  t h a t  w e r e  di ^pensed. Th e s e c o n d  s t u d y  was 
i n d e p e n d e n t  of th e fi rs t ^nd f o c u se d e x c l u s i v e l y  on 
i n g r e d i e n t  cost.
Rep. F u r n a c e  w a s  not c o n v i n c e d  t h a t  the p ha rm acists' 
d i s c o m f o r t  w i t h  H B  70 h a d  b e e n  addressed. He felt s t r o n g l y  
t h a t  t h e i r  c o n c e r n s  s h o u l d  be.
C h a i r p e r s o n  E l l i s  p o i n t e d  out t h a t  t e s t i m o n y  h a d  b e e n  
r e c e i v e d  f r o m  t h o s e  p h a r m a c i s t s  w h o  h ad a t t e nd e d c o m m i t t e e  
h e a r i n g s  a n d  w o r k  s e s s i o n s  on th e bill an d he w a s  s u r p r i s e d  
t h a t  m o r e  p h a r m a c i s t s  h a d  not part i ci pa te d.  He s u r m i s e d  
t h a t  the p h a r m a c i s t s  w e r e  c o n c e n t r a t i n g  t h e i r  e f f o r t  on t h e  
Senate. H e  w a s  s a t i s f i e d  t h a t  ample o p p o r t u n i t y  h a d  be en  
a v a i l a b l e  for pa rt ic i pa ti on .
Rep. F u r n a c e  f e l t  t h e r e  was  n o t  m u c h  r e a s o n  for p h a r m a c i s t s  
to c o m m e n t  u n t i l  the fee s c h e d u l e  w as finalized, b e ca us e 
u n t i l  then, t h e y  d id not k n o w  t h e i r  r e i m b u r s e m e n t  rate. 
C h a i r p e r s o n  E l l i s  p o i n t e d  out t h a t  n o t h i n g  w o u l d  b e  final 
u n t i l  a p p r o v e d  b y  t h e  federal government.
N u m b e r  483
MS. K I M  BUSCH, D i r e c t o r  of t h e  D i v i s i o n  of M e d i c a l  
A s s i s t a n c e  of DHSS, p o i n t e d  o u t  tha t  in c r a f t i n g  th e 
proposal, DHSS h a d  t a k e n  v e r y  s e r i o u s l y  t he intent l a n g u a g e  
p a s s e d  b y  t h e  l e g i s l a t u r e  last year. As a result, it had 
f or me d a p h a r m a c y  s t e e r i n g  c o m m i t t e e  t h a t  inc lu de d 
p h a r m a c i s t * .  S h e  sa id  tha t DHSS had e n j o y e d  v e r y  go o d 
c o o p e r a t i o n  f r o m  the p h a r m a c y  community.
Ms. B usch s t a t e d  t h a t  t h e  federal g o v e r n m e n t  p r i c e s  d rugs 
a c c o r d i n g  t o  t w o  components. T h e  first c o m p o n e n t  is c a ll ed  
a d i s p e n s i n g  fee a nd c ov er s t h e  cost of d o i n g  b u s i n e s s  
i n c l u d i n g  profit. T h e  s e co nd  c o m p o n e n t  is c a l l e d  the 
i n g r e d i e n t  fee and r e f l e c t s  t h e  co st  of i ng re d i e n t s  only.
Ms. Busch n o t e d  t h a t  the p h a r m a c y  c o m m u n i t y  had c o o p e r a t e d  
with, and w a s  p l e a s e d  with, t h e  M y e r s  a n d  S t a u f f e r  report. 
Ms. Bush e x p l a i n e d  t h a t  the orig in al  p r o p o s a l  s u b m i t t e d  to 
the federal g o v e r n m e n t  h a d  b e e n  p r e f e r r e d  by the 
p h a rm ac is t s.  It had t i e d  the d i s p e n s i n g  fee to t h e  cost of 
t h e  product, so that as the c o s t  of the i ng re d i e n t  
increased, the d i s p e n s i n g  fee increased. The federal 
g o v e r n m e n t  r e j e c t e d  t h a t  proposal, a l l e g i n g  that it was an 
i n c e n t i v e  f or m o r e  e x p e n s i v e  drugs.



Ms. B u s c h  w e n t  o n  to s ay t h a t  t h e  a l t e r n a t i v e  p l a n  i n c l u d e d  
a d i s p e n s i n g  fee that w a s  v a r i a b l e  b y  pharmacy. U n d e r  th at  
plan, n ot o n l y  w o u l d  A l a s k a  h a v e  on the a v e r a g e  t h e  h i g h e s t  
d i s p e n s i n g  fee in the n a t i o n  ($7.90), t he fee w o u l d  be 
v a r i a b l e  a nd r e c o g n i z e  i nd iv id ua l costs.
N u m b e r  519
Ms. Bu sc h c o n t i n u e d  by e x p l a i n i n g  t ha t DHS S h a d  h o p e d  t o  b e  
able to pay p h a r m a c i s t s  t h e i r  a v e r a g e  w h o l e s a l e  p r i c e  
( A W P ) . However, A W P  w a s  not r e a l l y  an a v e r a g e  w h o l e s a l e  
price, h e n c e  t h e  federal g o v e r n m e n t  h a d  r e q u i r e d  t h e  
ad di ti o n a l  s u r v e y  in o r d e r  to a r r i v e  at a c t u a l  i n g r e d i e n t  
cost, k e e p i n g  in m i n d  t h a t  all t h e  p r o f i t  c a n n o t  b e  t a k e n  
out of th e i n g r e d i e n t  cost. Ms. B u s c h  n o t e d  th at  t h e
federal g o v e r n m e n t  had b e e n  k e p t  a p p r i z e d  of this
a l t e r n a t i v e  plan, and s he p r e d i c t e d  that it w o u l d  b e  
a p p r o v e d .
Ms. B u s c h  sai d t h a t  DHSS h a d  b e e n  r e i m b u r s i n g  p h a r m a c i s t s  
the A W P  m i n u s  5% even t h o u g h  in a c t u a l i t y  A W P  m i n u s  5% was 
m o r e  t h a n  the p h a r m a c i s t s  a c t u a l l y  p a i d  for  t h e i r  
ingredients. S h e  felt t h a t  the M y e r s  a nd S t a u f f e r  r e p o r t  
w o u l d  d e m o n s t r a t e  that t h e  actu al  c o s t  of i n g r e d i e n t s  to 
the p h a r m a c i s t  w o u l d  p r o b a b l y  b e  A W P  m i n u s  10%, w h i c h  she
felt w a s  still generous, b e c a u s e  e v e n  in a s u rv ey  s u c h  as
this, it w a s  i m p o s s i b l e  to t a k e  into c o n s i d e r a t i o n  e v e r y  
d i s c o u n t  t h a t  l o w e r e d  t h e  co st  o f  ingredients. Ms. B u s c h  
said th e  p h a r m a c i s t s  h a d  b e e n  v e r y  c o m p l i m e n t a r y  o f  t h e  
w o r k  d o n e  b y  DHSS.
N u m b e r  553
Rep. G r u e n b e r g  n o t e d  t h a t  a c c o r d i n g  to the M y e r s  a n d  
S t a u f f e r  report, n e a r l y  one t h i r d  of the 101 p h a r m a c i e s  in 
the s t a t e  w e r e  i n e l i g i b l e  to par ti ci pa t e.  He w o n d e r e d  if 
t he y w e r e  i n e l i g i b l e  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  
or in t he survey.
Mr. H a n s e n  r e p l i e d  tha t b e c a u s e  of factors such as 
in ad eq u a t e  i n f o r m a t i o n  o r  a r a p i d  c h a n g e  in the c o s t  of 
d o in g business, c e r t a i n  p h a r m a c i e s  w e r e  d e e m e d  n ot 
a p p r o p r i a t e  to p a r t i c i p a t e  in t h e  survey. He a s s u m e d  t h a t  
all p h a r m a c i e s  w e r e  e l i g i b l e  to p a r t i c i p a t e  in t h e  m e d i c a i d  
program.
N u m b e r  578
Rep. F u r n a c *  a s k e d  if t h e  federal g o v e r n m e n t  ha d r e j e c t e d  
the d a t a  in t h e  M y e r s  a n d  S t a u f f e r  report.
MR. J A Y  LIVEY, S p e ci al  A s s i s t a n t  t o  the C o m m i s s i o n e r  of 
DHSS, s ai d t h a t  t h e  b a s i c  i n f o r m a t i o n  in t h e  M y e r s  a n d  
S t a u f f e r  r e p o r t  h a d  n o t  b e e n  refuted. He e x p l a i n e d  t h a t  it 
was t h e  a p p l i c a t i o n  of t h e  d a t a  t o  d e v e l o p  a d i s p e n s i n g  fee 
and a p r i c i n g  s t r u c t u r e  tha t  t h e  federal g o v e r n m e n t  h a d  
rejected. Furthermore, a h i g h  l e v el  of c o n f i d e n c e  in the 
r e p or t h a d  b e e n  e x p r e s s e d  at t he s u b c o m m i t t e e  w o r k  s e s s i o n  
by DHSS and a p h a r m a c i s t  w h o  w a s  r e p r e s e n t i n g  t he A l a s k a  
P h a r m a c y  Association.
Rep. F u r n a c e  s a i d  that t h e  p h a r m a c i s t s  a g r e e d  w i t h  t h e  
report.
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Rep. F u r n ac e as ke d h o w  the r e i m b u r s e m e n t  fee for  the 
p h a r m a c i s t s  was  b e i n g  determined. H e  al so  a s k e d  ab ou t t he 
level of a c c e p t a n c e  of the p h a r m a c y  c o m m u n i t y  w i t h  r e s p e c t  
t o  the  d e p a r t m e n t ' s  c u r re n t proposal.
Ms; Bush sai d th at  DHSS wa s  u s i n g  the M y e r s  a n d  S t a u f f e r  
d a t a  to d e t e r m i n e  t h e  d i s p e n s i n g  fee, and  u s i n g  o ne of t h e  
p r o p o s a l s  in t he M y e r s  & S t a u f f e r ' s  r e p o r t  as its 
a l t e r n a t i v e  proposal. She s t a t e d  t h a t  DHSS w as r e i m b u r s i n g  
t h e  p h a r m a c i s t s  for actual i n g r e d i e n t  c os ts  p l u s  a 
d i s p e n s i n g  feo. A c t u a l  i ng re d i e n t  c o s t s  w e r e  c u r r e n t l y  
b e i n g  e s t i m a t e d  to be A W P  m i n u s  5%, a n d  an a d d i t i o n a l  
s u r v e y  w as c o n d u c t e d  in o r d e r  to d e t e r m i n e  the Actu al  
(unestimated) in gr ed i e n t  cost.
Ms. Busch s t r e s s e d  t h a t  t he p r o g r a m  w a s  e s t i m a t e d  to r e s u l t  
in a 15% r e d u c t i o n  in 10% of a p h a r m a c i s t ' s  business, w h i c h  
w o u l d  r e s u l t  in a 2% r e d u c t i o n  in his o r  h e r  a n n u a l  g r o s s  
r e v e n u e s .
N u m b e r  073
F or t h e  s a k e  of clarif ic at io n , Rep. F u r n a c e  p o i n t e d  out 
t h a t  w h a t  DHSS i n t e n d e d  to do w a j  to p a y  the  p h a r m a c i s t s  a 
d i s p e n s i n g  fee on a v a r i a b l e  b a s i s  and t h e n  p a y  t h e m  the 
w h o l e s a l e  p r i c e  for t h e i r  ingredients. He d id n ot 
u n d e r s t a n d  w h y  the w h o l e s a l e  p r i c e  p a i d  b y  th e p h a r m a c i s t s  
w a s  no t  t h e i r  b o t t o m  line cost. He i n q u i r e d  a b o u t  the 
t h e  d i f f e r e n c e  b e t w e e n  the s t a t e d  w h o l e s a l e  c o s t  and the 
a ct ua l c o s t  b e i n g  p a i d  by t h e  pharmacist.
Mr. H a n s e n  sa i d t h a t  the d r u g  cost s u r v e y  i n v o lv ed  three 
components: a l i s t i n g  of t h e  m o s t  c o m m o n l y  p r e s c r i b e d  and
u s e d  dr ug s  in Alaska; a s t a t e w i d e  i n v e n t o r y  of t h o s e  drugs; 
a nd t h e  c o l l e c t i o n  of actual invoices. It w as n e c e s s a r y  to 
g a t h e r  t h i s  i n f o r m a t i o n  in o r d e r  to m e a s u r e  t h e  a c tual c o s t  
to t he p h a r m a c i s t  of t he d r u g s  b e c a u s e  t h e  list p r i ce s 
p u b l i s h e d  in all t h e  t r ad e j o u r n a l s  w e r e  inflated. Mr. 
H a n s e n  s a i d  tha t t h e  goal w a s  to d e t e r m i n e  t he d i f f e r e n c e  
b e t w e e n  w h a t  was b e i n g  p a i d  b y  the  p h a r m a c i s t  f or d r u g s  a n d  
w h a t  w a s  l i s t e d  as the p u b l i s h e d  AWP, a n d  t h e n  a p p l y i n g  
t h a t  i n f o r m a t i o n  to all t he c o m m o n l y  p r e s c r i b e d  d r u g s  in 
t h e  s ta te  t o  d e t e r m i n e  t h e i r  actual cost. The  r e s u l t  w o u l d  
t h e n  be i n f l a t e d  as m u c h  as p o s s i b l e  w i t h o u t  r i s k i n g  
f eder al  r e j e c t i o n  in o r d e r  to m a i n t a i n  t he h i g h e s t  level of 
r e i m b u r s e m e n t  level to t he pharmacist, w h i c h  h a d  b e e n  the 
i n t e n t  of DHSS si nc e  t h e  b e g i n n i n g  of the program. Mr. 
H a n s e n  felt tha t t h e  d e p a r t m e n t  h a d  b e e n  t r u e  t o  its 
intent.
A c c o r d i n g  to Mr. Hansen, at issue w as t h e  fact t h a t  in t h e  
p a s t  p h a r m a c i s t s  h a d  b e e n  r e i m b u r s e d  f or w h a t e v e r  th ey  
b i l l e d  t he customer. He e c h o e d  Ms. Busch, s a y i n g  that 
a l t h o u g h  t he p h a r m a c i s t s  w o u l d  b e  t a k i n g  a cut in 
r e im bu rs em e nt s,  m e d i c a i d  was t y p i c a l l y  o n l y  10% of t h e i r  
b usiness, h e n c e  the cut w o u l d  r esult in a 15% d i s c o u n t  on 
o n l y  10% of th ei r business.
Mr. H a n s e n  p o i n t e d  ou t that the A l a s k a  P h a r m a c y  A s s o c i a t i o n  
felt t h a t  t he p r o g r a m  and m e t h o d o l o g y  w a s  fair and t h a t  it 
w o u l d  work. A l t h o u g h  there a r e  some p r o b l e m s  t o  w o r k  out,



Mr. H a n s e n  also felt it w a s  a g o o d  program.
N u m b e r  185
Rep. F u r n a c e  n o t e d  th at  t h e  invo ic es  g a t h e r e d  b y  th e s u r v e y  
r e f l e c t e d  the a c t u a l  cost of t h e  d r u g s  to t h e  p h a rm ac is t.
H e  d id n o t  u n d e r s t a n d  D H SS 's  r a t i o n a l  for u s i n g  A W P  m i n u s  
5% or 10% if a c t u a l  costs to the p h a r m a c i s t s  a re known. 
N u m b e r  245
Mr. H a n s e n  r e i t e r a t e d  t h a t  A W P  w as a m i snomer.
N u m b e r  271
S i nc e t h e  a ctual c o s t  p a i d  for d r u g s  b y  t h e  p h a r m a c i s t s  in 
A l a s k a  w a s  k n o w n  d u e  to a r e c e n t  s u r v e y  of a ct ua l invoices,
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5% or 10%. He w o n d e r e d  w h y  DHSS w o u l d  u s e  a m e a n s  o t h e r  
t h a n  a c t u a l  da ta  t o  c a l c u l a t e  AWP.
Mr. H a n s e n  e x p l a i n e d  th at  w h e n  t he d e p a r t m e n t  sai d  it w a s  
p a y i n g  less t h a n  AWP, it m e a n t  t h a t  it w a s  p a y i n g  le ss  t h a n  
A W P  a c c o r d i n g  to t h e  t r a d e  journals. In fact, DHSS w a s  
p a y i n g  a li ttle m o r e  t h a n  actual costs, a n d  a c t u a l  c o s t s  
w e r e  u s e d  to d e t e r m i n e  t h e  r e i m bu r se me nt .
Ms. B us c h e x p l a i n e d  th at  t h e  s t a r t i n g  p o i n t  w a s  the 
p u b l i s h e d  AWP, w h i c h  w as n o t  the p u r c h a s e  price, b u t  r a t h e r  
an i n f l a t e d  price; a nd fr om  the p h a r m a c i s t s '  actual 
i n v o i c e s  it can o e  d e t e r m i n e d  t h a t  t h e y  a re p a y i n g  s o m e  
p e r c e n t  less t h a n  the  p u b l i s h e d  A W P  for t h e i r  drugs. In 
d e t e r m i n i n g  the r e i m b u r s e m e n t  schedule, all d i s c o u n t s  
a v a i l a b l e  to th e p h a r m a c i s t s  w e r e  n o t  t a k e n  into 'iccount, 
a n d  for th at  r e a s o n  she f el t t h a t  t h e  a c t u a l  p r i c e  as 
d e f i n e d  b y  DHSS w a s  a v e r y  g e n e r o u s  a pp roach. Ms. B u s c h  
s a i d  t h a t  the i n t e n t  of g e n e r o u s  r e i m b u r s e m e n t  w a s  t o  k e e p  
a m a x i m u m  n u m b e r  of p h a r m a c i s t s  p a r t i c i p a t i n g  in the 
p r o g r a m  in o r d e r  t o  i n sure t h a t  r e c i p i e n t s  of t h e  p r o g r a m  
ha ve  a c c e s s  to service.
N u m b e r  336
Rep. F u r n a c e  a g a i n  a sked w h y  DHSS w a s  n o t  u s i n g  the 
i n f o r m a t i o n  it h a d  d e r i v e d  from t h e  a c t u a l  i n v o i c e s  a n d  
c o o r d i n a t e d  w i t h  t h e  m a n u f a c t u r e r s  in o r d e r  t o  d e t e r m i n e  
AWP. H e  as k ed  w h y  t he d e p a r t m e n t  w a s  r e l y i n g  on t he 
m a n u f a c t u r e ' s  l i s t  p r i c e  in o r d e r  t o  d e t e r m i n e  AWP.
Ms. B u s c h  r e p l i e d  t h a t  actuail p r i c e  i n f o r m a t i o n  h a d  n o t  
b e e n  a v a i l a b l e  on F e b r u a r y  1, so D H S S  b e g a n  to b a s e  its 
r e i m b u r s e m e n t  on t h e  m o s t  g e n e r o u s  i n t e r p r e t a t i o n  of w h a t  
actual c o s t *  m i g h t  be. T h e y  h a d  c o m e  u p  w i t h  A W P  m i n u s  5%. 
S h e  a n t i c i p a t e d  t h a t  t he c u r r e n t  s u r v e y  w o u l d  s h o w  a c t u a l  
co st s to be A W P  m i n u s  10%.
Rep. F u r n a c e  w o n d e r e d  w h y  DHSS was p l a n n i n g  to d e d u c t  5% or 
10% fr om  AWP, if A W P  w as g o i n g  to b e  b a s e d  o n  a c tu al  costs. 
Ms. B u s c h  said t h a t  5% or 1C% w o u l d  n o t  b e  d e d u c t e d  f r o m  
w h a t  t h e  p h a r m a c i s t s  a c t u a l l y  paid. DHSS w o u l d  p a y  t h e  
e x a c t  i n g r e d i e n t  c o s t  p a i d  b y  t h e  p h a r m a c i s t  w h i c h  w o u l d  
p r o b a b l y  be a b o u t  10% less t h i n  t h e  p u b l i s h e d  a v e r a g e  
w h o l e s a l e  price.
N u m b e r  380
Rep. G o l l  n o t e d  t h a t  JHSS w as p l a n n i n g  to p a y  actual cost, 
w h i c h  w a s  w h a t  Rep. F u r n a c e  w a s  a d vo ca ti n g.



Rep. F u r n ac e w o n d e r e d  w h y  the list p r i c e  was b e i n g  used to 
d e t e r m i n e  actual cost, if DHSS had a c c e s s  to the ac tual 
a c tu al  cost.
Rep. B o y e r  l e f t  t he meeting.
Ms. Bu sh  s a i d  t h a t  the d i s p e n s i n g  fee w a s  v a r i a b l e  for e a c h  
pharmacy, and the i n g r e d i e n t  fee was a r esult of a 
s t a t i s t i c a l l y  re.idom sa mple c o n d u c t e d  in or de r t o  d e t e r m i n e  
,7h a t  p h a r m a c i s t s  a c t u a l l y  p a i d  for t h e i r  drugs. She 
r e i t e r a t e d  t h a t  DHSS w o u l d  p a y  the p h a r m a c i s t s  e x a c t l y  w h a t  
t h e  p h a r m a c i s t s  p a i d  the wholesalers.
Rep. G r u e n b e r g  p o i n t e d  out t h a t  the bi ll  only set  a 
p r e s u m p t i v e  fee, a n d  if the p h a r m a c i s t  c o u l d  j u s t i f y  a 
h i g h e r  fee, t h e y  c o u l d  r e q u e s t  a h e a r i n g  and a r i g h t  of 
appe a l to the eeurt.
N u m b e r  417
(This p o r t i o n  of the tape w a s  m i s t a k e n l y  e r a s e d ) .
MR. R O N  SEDGWICK, p h a r m a c i s t  f r o m  Juneau, m e m b e r  o f  the 
A l a s k a  P h a r m a c y  A s s o c i a t i o n  and m e m b e r  of the p h a r m a c y  
s t e e r i n g  committee, s a i d  th at  DHSS b a s e d  its p r o g r a m  on the 
p u b l i s h e d  A W P  b e c a u s e  it was t he s t a r t i n g  p o i n t  fo r the 
o n l y  c o m p u t e r  t a p e  a b l e  to d ea l w i t h  t h e  program. He sa i d 
t h a t  A W P  is t h e  a c t u a l  p r ic e he pays t h e  w h o l e s a l e r  b e f o r e  
d iscounts. (The t a p e  resumes.) D i s c o u n t s  can b e  g a i n e d  by 
o r d e r i n g  c e r t a i n  q u a n t i t i e s  of drugs, o r  by p a y i n g  in 
advance, the r e s u l t  of w h i c h  is a cos t  s a v i n g s  to the 
p h a r m a c i s t  in A l a s k a  of A W P  m i n u s  10%. H e  c o m m e n t e d  that 
t h e  d i s c o u n t  w a s  earned, an d w a s  a w a y  t o  i n c r e a s e  his 
m a r g i n  b y  o p e r a t i n g  prudently, b ut DHSS wa s t r y i n g  
c o n f i s c a t e  t h a t  margin.
Rep. D avis lef t  the meeting.
Mr. S e d g w i c k  s a i d  t h a t  the p o s i t i o n  of t h e  p h a r m a c i s t s  w a s  
t h a t  A W P  w a s  t h e  s t a r t i n g  point, and w h a t e v e r  t h e  in voices 
s h o w  b e l o w  t h a t  are e a r n e d  discounts. H e  r e m a r k e d  tha t A W P  
w a s  the i n d u s t r y  a n d  m e d i c a i d  standard. A b o u t  26 states 
u s e  full A W P  in t h e i r  r e i m b u r s e m e n t  formula, b u t  t h e  t r e n d  
is t h a t  f e d er al  o f f i c i a l s  are t a r g e t i n g  e ar ne d d i s c o u n t s  
a n d  t h e y  a r e  p r e s s u r i n g  DHSS to do the same.
N u m b e r  463
Rep. F u r n a c e  w o n d e r e d  h o w  t h e  p h a r m a c y  c o m m u n i t y  h a d  
r e a c t e d  t o  t h e  r e i m b u r s e m e n t  schedule.
Mr. S e d g w i c k  r e p l i e d  t h a t  t h e  s c h e d u l e  i m p l e m e n t e d  by 
e m e r g e n c y  r e g u l a t i o n  o n  F e b r u a r y  1 w a s  t h e  a l t e r n a t i v e  
p r o p o s a l  w h i c h  w a s  n e t  a c c e p t e d  b y  th e p h a r m a c y  m e m b e r s  of 
t h e  s t e e r i n g  commit te e.  He s t a t e d  t h a t  only t h e  or ig in a l 
p r o p o s a l  w a s  accept ab le . He e x p r e s s e d  c o n f i d e n c e  in the 
M y e r s  a nd S t a u i f e r  report.
N u m b e r  476
Reps. B o y e r  a n d  D a vi s r e t u r n e d  t o  the committee.
Mr. S e d g w i c k  s a i d  t h a t  m o r e  a n d  m o r e  p h a r m a c i s t s  w o u l d  
w i t h d r a w  f ro m  t h e  program, a n d  t h e  r e s u l t  w o u l d  b e  an 
i n e f f e c t i v e  p r o v i d e r  community. He s t a t e d  t h a t  t h e  federal 
g o v e r n m e n t  d i d  not a p p r o v e  t h e  o r i gi na l  p l a n  b e c a u s e  it w a s  
innovative, a n d  the federal g o v e r n m e n t  h a d  had no 
e x p e r i e n c e  w i t h  t h a t  k i n d  of a program. He n o t e d  that the



l a w  s a y s  t h a t  t h e  s t a t e  s h o u l d  d e v e l o p  its o w n  p l a n  b a s e d  
o n  g o o d  d a t a .
C h a i r p e r s o n  E l l i s  a n n o u n c e d  t h a t  H B  10 w o u l d  b e  h e l d  o v e r  
u n t i l  M o n d a y ,  M a r c h  6, 1989, a n d  H B  152 a n d  153 w o u l d  h e l d  
o v e r  t o  a t i m e  u n c e r t a i n .
N u m b e r  510
MR. V A N C E  S A N D E R S ,  a t t o r n e y  w i t h  A l a s k a  L e g a l  S e r v i c e s ,  
m e m b e r  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 ,  a n d  a m e m b e r  
o f  t h e  s t e e r i n g  c o m m i t t e e ,  s p o k e  f r o m  a p o i n t  o f  v i e w  o f  
c o n s u m e r  a d v o c a c y .  H e  n o t e d  t h a t  if t h e  s t a t e  w a n t e d  to  
p a r t i c i p a t e  in 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 ,  i t  w o u l d  h a v e  
t o  d e v i s e  a f o r m u l a  t h a t  t h e  f e d e r a l  g o v e r n m e n t  w o u l d  
a p p r o v e  o f  f o r  t h e  r e i m b u r s e m e n t  o f  d r u g s ;  t h e  s t a t e  c a n n o t  
a l l o w  p h a r m a c i s t s  t o  k e e p  b i l l i n g  t h e  s y s t e m  t h e  w a y  t h e y  
h a v e  b e e n .
Mr. S a n d e r s  p o i n t e d  o u t  t h a t  t h e  p r o p o s a l  w o u l d  c o m p e n s a t e  
p h a r m a c i s t s  f o r  t h e i r  a n t i c i p a t e d  l o s s  o f  i n c o m e  b y  
i n c r e a s i n g  h e i r  d i s p e n s i n g  fee, m a k i n g  i t  t h e  h i g h e s t  in 
t h e  c o u n t r y .
Mr. S a n d e r s  w e n t  o n  t o  s a y  t h a t  t h e  r e a s o n  it is i m p o r t a n t  
f o r  t h e  s t a t e  t o  r e c e i v e  m e d i c a i d  r e i m b u r s e m e n t  for d r u g s  
is b e c a u s e  t h a t  p o r t i o n  o f  t h e  s t a t e ' s  g e n e r a l  r e l i e f  
m e d i c a l  (GRM) p r o g r a m  t h a t  is s p e n t  o n  d r u g s  h a s  r i s e n  
d r a m a t i c a l l y  as o t h e r  p r o g r a m s  h a v e  b e e n  cut. I n  d o i n g  so, 
t h e  G R M  f u n d i n g  t h a t  is s p e n t  o n  d r u g  r e i m b u r s e m e n t  is 
t a k i n g  m o n e y  a w a y  f r o m  o t h e r  c o n s u m e r  g r o u p s  t h a t  
d e s p e r a t e l y  n e e d  s e r v i c e s .  I f  t h e  m e d i c a i d  p r o g r a m  d o e s  
n o t  p i c k  u p  p a r t  o f  t h e  c o s t  o f  d r u g  r e i m b u r s e m e n t ,  
a d d i t i o n a l  p r o g r a m s  w i l l  h a v e  t o  b e  cut.
N u m b e r  548
Rep. F u r n a c e  n o t e d  t h a t  10% o f  t h e  p h a r m a c i s t ' s  b u s i n e s s  is 
m e d i c a i d ,  a n d  w o n d e r e d  w h a t  t h e  s t a t e  is g o i n g  t o  d o  if 
p h a r m a c i s t s  d r o p  o u t  o f  t h e  p r o g r a m .
Mr. S a n d e r s  s a i d  t h a t  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  
w a s  p l a n n i n g  t o  a d d r e s s  t h a t  i s s u e  l a t e r  t o d a y  a n d  a g a i n  
t o m o r r o w .  H e  n o t e d  t h a t  if p h a r m a c i s t s  p u l l  o u t  of  t h e  
p r o g r a m ,  t h e  s t a t e  h a s  t h e  p o w e r  t o  c o n t r a c t  f o r  t h e  
s e r v i c e .  H e  a g r e e d  t h a t  it is a p o s s i b l e  p r o b l e m ,  b u t  
n o t e d  t h a t  w h i l e  i t  w a s  g o o d  t o  h a v e  p e o p l e  t o  p r o v i d e  
d r u g s ,  i t  w a s  o f  n o  a v a i l  if t h e  c u t s  in G R M  p r e v e n t e d  
c o n s u m e r s  f r o m  v i s i t i n g  a d o c t o r  t o  p r e s c r i b e  t h e  d r u g s  in 
t h e  f i r s t  p l a c e .  H e  w e n t  o n  t o  s a y  t h a t  b e c a u s e  
p h a r m a c i s t s  d i d  n o t  s e r v e  t h o s e  p e o p l e  w h o  c o u l d  n o t  a f f o r d  
t o  v i s i t  a d o c t o r  f o r  a p r e s c r i p t i o n ,  t h e y  w e r e  l o s i n g  
m o n e y  o n  c e r t a i n  p e o p l e  a l r e a d y .
Rep. F u r n a c e  l e f t  t h e  m e e t i n g .
N u m b e r  572
C h a i r p e r s o n  E l l i s  n o t e d  t h a t  w h i l e  t h e  s u b c o m m i t t e e  h a d  n o t  
r e c o m m e n d e d  a n y  s u b s t a n t i v e  c h a n g e s  t o  C S H B  70, it d i d  
r e c o m m e n d  s o m e  m i n o r  ones. H e  a s k e d  Mr. J i m  N o r d l u n d ,  
C o m m i t t e e  A i d e  t o  t h e  H E S S  C o m m i t t e e ,  t o  e x p l a i n  t h o s e  
c h a n g e s  t o  t h e  c o m m i t t e e .
Mr. N o r d l u n d  s a i d  t h a t  b e c a u s e  it w a s  n o t  a g o o d  i d e a  t o  
c i t e  f e d e r a l  r e g u l a t i o n s  in s t a t u t e s ,  t h e  l a n g u a g e  o n  p a g e



t h r e e  w a s  c h a n g e d  i n  t h e  c o m m i t t e e  s u b s t i t u t e  t o  r e f l e c t  
c o n f o r m a n c e  w i t h  f e d e r a l  r e g u l a t i o n s .  In a d d i t i o n ,  t h e  
t i t l e  w a s  c h a n g e d  t o  m o r e  a c c u r a t e l y  r e f l e c t  t h e  c o n t e n t s  
o f  t h e  b i l l .
N u m b e r  581
Rep. B o y e r  m a d e  a m o t i o n  t o  a d o p t  t h e  a m e n d e d  c o m m i t t e e  
s u b s t i t u t e  for H B  70. C h a i r p e r s o n  E l l i s  a s k e d  if t h e r e  w a s  
o b j e c t i o n .  T h e r e  w a s  n o n e  a n d  t h e  m o t i o n  w a s  s o  o r d e r e d .  
C h a i r p e r s o n  E l l i s  e x p l a i n e d  t h a t  t h e  p u b l i c  w a s  d e m a n d i n g  a 
r e d u c t i o n  i n  s t a t e  g o v e r n m e n t  s p e n d i n g ,  a n d  C S H B  70 
r e p r e s e n t e d  an o p p o r t u n i t y  t o  d o  so. H e  s a i d  t h a t  it  w a s  
t i m e  f o r  t h e  b i l l  t o  p a s s  o u t  o f  c o m m i t t e e ,  t h u s  a l l o w i n g  
t h e  r e s t  o f  t h e  l e g i s l a t u r e  a n  o p p o r t u n i t y  t o  e v a l u a t e  t h e  

bill.
N u m b e r  595
Rep. B o y e r  m a d e  a m o t i o n  t o  p a s s  C S H B  70 (HESS) o u t  o f  
c o m m i t t e e  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s .  C h a i r p e r s o n  
E l l i s  a s k e d  if t h e r e  w a s  o b j e c t i o n .  T h e r e  w a s  n o n e  a n d  t h e  
m o t i o n  w a s  so o r d e r e d .
S i n c e  t h e r e  w a s  n o  f u r t h e r  b u s i n e s s  t o  c o m e  b e f o r e  t h e  
H o u s e  H E S S  C o m m i t t e e ,  C h a i r p e r s o n  E l l i s  a d j o u r n e d  t h e  
m e e t i n g  a t  1 0 : 1 6  a.m.



H O U S E  E I N A N C E  C O M M I T T E E  M E E T I N G  - M A R C H  16. 1989____________________________ H B  70
H B  70 "An A c t  r e l a t i n g  t o  p h a r m a c e u t i c a l  m e d i c a l

a s s i s t a n c e  f o r  n e e d y  p e r s o n s ;  a n d  p r o v i d i n g  f o r  a n  
e f f e c t i v e  d a t e . "
H B  70 w a s  H E L D  i n  C o m m i t t e e  a n d  r e s c h e d u l e d  o n  t h e  
3 / 1 7 / 8 9  a g e n d a .

H O U S E  F I N A N C E  C M TE. MTG. C O N T I N U E D  - M A R C H  16. 1989 
H O U S E  B I L L  NO. 70
" A n  A c t  r e l a t i n g  t o  p h a r m a c e u t i c a l  m e d i c a l  a s s i s t a n c e  f o r  
n e e d y  p e r s o n s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "
C o - C h a i r m a n  Laisuii i n d i c a t e d  t h e  K 5  7 0  w o u l d  a u u  p r e s c r i b e d  
d r u g s  as  a c o v e r e d  M e d i c a i d  s e r v i c e .  C o - C h a i r m a n  L a r s o n  
i n d i c a t e d  t h a t  a f i n a n c e  c o m m i t t e e  s u b s t i t u t e  h a d  b e e n  
p r e p a r e d ,  a n d  h a d  b e e n  p l a c e d  in t h e  m e m b e r s '  p a c k e t s .  H e  
s a i d  t h a t  t h e r e  w e r e  s e v e r a l  p e r s o n s  w h o  w i s h e d  t o  t e s t i f y  v i a  
t h e  t e l e c o n f e r e n c e  n e t w o r k  o n  t h e  b i ll.
MS. S H I R L E Y  C O U R S E Y ,  P R O V I D E N C E  H O S P I T A L ,  t e s t i f i e d  v i a  
t e l e c o n f e r e n c e  f r o m  A n c h o r a g e .  S h e  s a i d  t h a t  t h e  e m e r g e n c y  
r e g u l a t i o n s  w h i c h  w e r e  i m p l e m e n t e d  i n  t h e  s t a t e  o n  p h a r m a c i e s  
h a v e  r e s u l t e d  in it  n o t  b e i n g  f i n a n c i a l  v i a b l e  f o r  P r o v i d e n c e  
H o s p i t a l  t o  c o n t i n u e  t o  m a i n t a i n  t h e s e  s e r v i c e s  t o  p a t i e n t s .
S h e  s a i d  t h a t  P r o v i d e n c e  h a s  g i v e n  n o t i c e  t o  t h r e e  o f  t h e i r  
c o n t r a c t s  t o  s e e k  o u t s i d e  b i d s  f o r  t h e  p h a r m a c y  s e r v i c e s .
T h e r e  a r e  c o n c e r n s  w i t h  t h e  r i s k  a s s o c i a t e d  w i t h  t h e  f a c t  t 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  n o t  a g r e e d  t o  t h e  s t a t e ' s  p r o p o s a l ,
Ms. C o u r s e y  said. S h e  a d d e d  t h a t  t h e  D e n a l i  C e n t e r  i n  
F a i r b a n k s  is f a c i n g  t h e  s a m e  s i t u a t i o n ,  a n d  a r e t a i l  
p h a r m a c i s t  is c u r r e n t l y  p r o v i d i n g  t h e  s e r v i c e s .  S h e  s a i d  t h a t  
t h e y  a r e  w a i t i n g  t o  f i n d  o u t  w h a t  t h e  s t a t e ' s  p r o g r a m  w i l l  be.
In  s u m m a r y ,  Ms. C o u r s e y  i n d i c t e d  t h a t  p h a r m a c i s t s  a r e  h a v i n g  
t o  g e t  o u t  o f  t h e  b u s i n e s s  a n d  c a n ' t  t a k e  t h e  r i s k  i n v o l v e d .  
M E R Y L E E  M A X E Y ,  t e s t i f y i n g  v i a  t e l e c o n f e r e n c e  f r o m  S i t k a ,  
i n d i c a t e d  t h a t  s h e  w a s  r e p r e s e n t i n g  M e d i c a i d  r e c i p i e n t s .  S h e  
s a i d  t h a t  s o m e  o f  t h e  g e n e r i c  d r u g s  c a n  b e  f r o m  30 - 1 2 0 %  
e f f e c t i v e .  Ms. M a x e y  s a i d  t h a t  o n l y  t h e  p h a r m a c i s t  k n o w s  
w h i c h  o f  t h e  d r u g s  a r e  b e t t e r ,  a n d  t h e i r  d i s c r e t i o n  i s  v i t a l .
S h e  s a i d  t h a t  d o c t o r s  a r e  a l s o  f r u s t r a t e d  b e c a u s e  t h e y  c a n n o t  
p r e s c r i b e  n e c e s s a r y  p r e s c r i p t i o n s .  Ms. M a x e y  o f f e r e d  a 
s u g g e s t i o n  w h e r e b y  e v e r y  e l i g i b l e  p e r s o n  r e c e i v i n g  M e d i c a i d  
w o u l d  c o n t r i b u t e  $ 5 . 0 0  f o r  e a c h  p r e s c r i p t i o n  a n d  $ 1 0 . 0 0  f o r  
e a c h  d o c t o r s  v i s i t .  S h e  s a i d  t h a t  o c c u p a t i o n a l  t h e r a p y  c o u l d  
b e  l o o k e d  at a s  a n  a l t e r n a t i v e  r e s p o n s e .  S h e  s u m m a r i z e d  h e r  
r e m a r k s  b y  s t a t i n g  t h a t  H B  70 c o u l d  b e  d e a d l y  to p e r s o n s  w h o  
h a v e  s e r i o u s  h e a l t h  p r o b l e m s ,  a n d  t h a t  t h e  p e r s o n s  w h o  w i l l  b e  
h u r t  t h e  m o s t ,  w i l l  b e  t h o s e  w h o  c a n ' t  h e l p  t h e m s e l v e s .  
R E P R E S E N T A T I V E  M A X  G R U E N B E R G ,  C O - C H A I R  H O U S E  H E A L T H  A N D  S O C I A L  
S E R V I C E S  C O M M I T T E E ,  s a i d  h e  w o u l d  e x p l a i n  t h e  d i f f e r e n c e s  
b e t w e e n  t h e  H o u s e  H E S S  CS a n d  t h e  p r o p o s e d  F i n a n c e  C o m m i t t e e  
S u b s t i t u t e  t o  H B  70.
R e p r e s e n t a t i v e  G r u e n b e r g  s a i d  t h a t  t h e  p r o p o s e d  f i n a n c e  
c o m m i t t e e  s u b s t i t u t e  t a k e s  c a r e  of  o t h e r  a s p e c t s  o f  
l e g i s l a t i o n  i n v o l v i n g  p h a r m a c e u t i c a l s  a n d  m e r g e s  t h e m  i n t o  t h e  
b i l l  w h i c h  e x t e n d s  t h e  e x t e n s i o n  o f  t h e  B o a r d  of  P h a r m a c y .  He



n o t e d  t h a t  S e c t i o n  2 of  t h e  (HESS) CS d e a x s  w i t h  t h e  o n e  
p r o b l e m  t h a t  w a s  f o u n d  in t h e  l e g i s l a t i v e  a u d i t .  H e  s a i d  t h i s  
n e w  v e r s i o n  s p e a k s  t o  t h e  s t a t u t e  w h i c h  r e q u i r e s  p r o m u l g a t i o n  
o f  r e g u l a t i o n s  if t h e r e  is a v i o l a t i o n  o f  t h e  g e n e r i c  d r u g  
law, a n d  p r o v i d e s  t h e  p e n a l t y  b y  s t a t u t e .  T h e  e f f e c t i v e  d a t e  
o f  t h e  s e c t i o n s  d e a l i n g  w i t h  t h e  p e n a l t y  w o u l d  b e  J a n u a r y  1, 
1990, u n l e s s  t h e  d i r e c t o r  of t h e  d i v i s i o n  o f  o c c u p a t i o n a l  
l i c e n s i n g  s o o n e r  c e r t i f i e s  t h a t  t h e  b o a r d  o f  p h a r m a c y  h a s  i n  
f a c t  a d o p t e d  r e g u l a t i o n s ,  h e  said. R e p r e s e n t a t i v e  G r u e n b e r g  
i n d i c a t e d  t h a t  s e c t i o n  7 of t h e  CS p r o v i d e s  f o r  t h e  J u l y  1, 
19 9 0  e f f e c t i v e  d a t e  f o r  t h e  o t h e r  s e c t i o n s .
R e p r e s e n t a t i v e  B a r n e s  a s k e d  R e p r e s e n t a t i v e  G r u e n b e r g  w h y  t h e  
H E S S  C o m m i t t e e  s p e c i f i c a l l y  c h o s e  to  c o m b i n e  t h e  b i l l s ,  a n d  
c o m m e n t e d  t h a t  s h e  r e s e n t e d  h a v i n g  to v o t e  f o r  t h e  o t h e r  i t e m s  
i n c l u d e d  i n  t h e  b i l l  e x t e n d i n g  t h e  B o a r d  o f  P h a r m a c y .  
R e p r e s e n t a t i v e  G r u e n b e r g  s a i d  t h a t  it m a d e  s e n s e  t o  t h e  
c o m m i t t e e  t o  r o l l  t h e  s u b j e c t s  t o g e t h e r .
R U T H  A L T O N ,  P R E S I D E N T  O F  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 I A T I O N ,  d i r e c t e d  t h e  m e m b e r s '  a t t e n t i o n  t o  t h e
A s s o c i a t i o n ' s  l e g i s l a t i v e  " f a c t  s h e e t "  d a t e d  M a r c h  1 9 8 9  w h i c h
l i s t e d  t h e  r e a s o n s  f o r  t h e i r  s u p p o r t  f o r  t h e  e x t e n s i o n  o f  t h e  
s u n s e t  p r o v i s i o n  f o r  t h e  B o a r d  o f  P h a r m a c y ,  ( A t t a c h m e n t  1).
S h e  s a i d  t h a t  t h e  e x t e n s i o n  w o u l d  a l l o w  t h e  f u l f i l l m e n t  o f  S B  
2 5 5  ( p a s s e d  l a s t  year) t o  e n s u r e  l e g i s l a t i v e  r e v i e w  o f  t h e
f i n a l  p r o g r a m  —  w h i c h  is y e t  t o  b e  d e t e r m i n e d ,  a n d  h a s  y e t  t o
b e  a p p r o v e d  b y  t h e  f e d e r a l  H e a l t h  C a r e  F i n a n c i n g  
A d m i n i s t r a t i o n  (HCFA) o f f i c i a l s .
Ms. A l t o n  l i s t e d  t h e  r e a s o n s  t h e  A s s o c i a t i o n  e n d o r s e s  t h e  
r e i m b u r s e m e n t  f o r m u l a  w h i c h  w a s  d e v e l o p e d  b y  t h e  c o n s u l t i n g  
f i r m  of  M y e r s  a n d  S t a u f f e r .  S h e  n o t e d  t h a t  t h e y  h a v e  
r e q u e s t e d  i n f o r m a t i o n  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  r e g a r d i n g  t h e  c a n v a s s i n g  of s m a l l e r  i n d e p e n d e n t  
p h a r m a c i e s  i n  o u t l y i n g  l o c a t i o n s  for t h e  " 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 u r v e y .  S h e  n o t e d  t h a t  t h e  s t a t e  h a s  a 
h i s t o r i c a l  a l l o c a t i o n  o f  3 - 4% o f  t h e  t o t a l  M e d i c a i d  
e x p e n d i t u r e s  t o  p r e s c r i p t i o n  m e d i c a t i o n ,  w h i c h  c o m p a r e s  t o  a 
n a t i o n a l  a v e r a g e  o f  6.6%. 7 t  u s u a l  a n d  c u s t o m a r y  f e e  
s t r u c t u r e s ,  t h e  p h a r m a c y  c o m m u n i t y  h a s  c o n s i s t e n t l y  p r o v i d e d  
t h e  s t a t e  w i t h  a l o w e r  M e d i c a i d  p h a r m a c y  c o s t  t h a n  46  o t h e r  
s t a t e s ,  s h «  said.
L A R R Y  S M I T H ,  t o l d  t h e  c o m m i t t e e  t h a t  a t  t h e  p r e s e n t  r a t e  o f  
M e d i c a i d ,  p h a r m a c i s t s  a r e  n o t  r e i m b u r s e d  a d e q u a t e l y  f o r  t h e  
t i m e  a n d  s p e c i a l i z e d  e q u i p m e n t  a n d  c h e m i c a l s  t h a t  i t  t a k e s  t o  
d o  t h e  r e q u i r e d  c o m p o u n d i n g .  H e  s a i d  t h e  o n l y  r e i m b u r s e d  
e x p e n s e  f o r  d o i n g  c o m p o u n d i n g  p r e s c r i p t i o n s ,  is t h e  fee —  n o t  
f o r  t h e  i n g r e d i e n t s  o r  t h e i r  t i me. Mr. S m i t h  e x p l a i n e d  t h a t  
t h e  h i g h  t e c h n o l o g y  p h a r m a c y  is a v e r y  s p e c i a l i z e d  a r e a  t h a t  
r e q u i r e s  s p e c i a l  t r a i n i n g  f o r  t h e  p h a r m a c i s t  a n d  t h e  I V  n u r s e .  
Mr. S m i t h  i n d i c a t e d  t h a t  in t h e  f e d e r a l  M e d i c a r e  p r o g r a m ,  
t h e i r  s y s t e m  of r e i m b u r s e m e n t  is s o m e t h i n g  t h a t  t h e  p h a r m a c i s t  
c o u l d  f i n d  a c c e p t a b l e ,  i f  p r o v i s i o n s  f o r  t h e  I V  n u r s e s  t i m e  
w e r e  ad d e d .  H e  i n d i c a t e d  t h a t  a p a t i e n t  o n  t o t a l  I V  n u t r i t i o n  
w o u l d  i n c u r  a c o s t  o f  a p p r o x i m a t e l y  $ 1 1 5 0 . 0 0 / p e r  d a y  in a 
h o s p i t a l ,  w h e r e  t h e  c o s t  w i t h  t h e  s a m e  s e r v i c e s  p r o v i d e d  b y  a



h i g h - t e c h  p h a r m a c y  a n d  a n  I V  n u r s e  w o u l d  c o s t  a p p r o x i m a t e l y  
$ 4 0 0 . 0 0 / p e r  day. H e  c o n c l u d e d  t h a t  h e  w o u l d  l i k e  t o  s e e  t h e  
l e g i s l a t u r e  r e t a i n  t h e  s u n s e t  p r o v i s i o n ,  b e c a u s e  t h e  c o n t r o l  
s h o u l d  b e  t h r o u g h  legislative: o v e r s i g h t .
R O N  S E D G E W I C K ,  s a i d  t h a t  h e  w a s  a l o c a l  p h a r m a c i s t ,  a n d  a l s o  
l e g i s l a t i v e  c h a i r m a n  o f  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  p h a r m a c y  
a s s o c i a t i o n .  Mr. S e d g e w i c k  s a i d  t h a t  t h e  i m p l e m e n t a t i o n  o f  
t h e  e m e r g e n c y  r e g u l a t i o n s  c r e a t e d  a m a s s i v e  p r o b l e m  w h i c h  a r e  
t o o  r e s t r i c t i v e  t o  t h e  p o i n t  t h a t  t h e y  a r e  n o t  a b l e  t o  a t t r a c t  
e n o u g h  p r o v i d e r s .  H e  s a i d  t h a t  m a n y  p h a r m a c i s t s  a c r o s s  t h e  
s t a t e  a r e  w a i t i n g  f o r  t h e  r e s u l t s  o f  t h e  e s t i m a t e d  a c q u i s i t i o n  
c o s t  (EAC) s u r v e y  f r o m  t h e  d e p a r t m e n t .  I f  d e e p e r  c u t s  a r e  

a n n o u n c e d * m a n y  p h a r m a c i e s  w i l l  n o t  b e  a b l e  t o  p a r t i c i p a t e ,  anc 
h e  s ^ i d  t h a t  a s  m a n y  as  8 0 %  o f  t h e  p h a r m a c y  p r o v i d e r s  a c r o s s  
t h e  s t a t e  c o u l d  b e  lost. Mr. S e d g e w i c k  s a i d  t h a t  t h e  s o l u t i o n  
w o u l d  b e  t o  b a c k t r a c k  s o m e w h a t  a n d  i m p l e m e n t  t h e  r e i m b u r s e m e n t  
f o r m u l a  p r o p o s a l  m a d e  b y  t h e  s t e e r i n g  c o m m i t t e e  f o u n d  
a c c e p t a b l e  b y  t h e  p h a r m a c i e s .  H e  i n d i c a t e d  t h a t  t h e  f e d e r a l  
a g e n c y  a p p a r e n t l y  d i d  n o t  f a v o r  t h e  a p p r o a c h  p r o p o s e d  b y  t h e  
s t e e r i n g  c o m m i t t e e ,  a n d  n o t e d  t h a t  t h e  s t a t e  o f  T e x a s  u s e s  
s i m i l a r  m e t h o d o l o g y  i n i t i a l l y  p r o p o s e d .  T e x a s '  p r o g r a m  w a s  
i m p l e m e n t e d  i n  M a r c h  o f  1 9 8 6  w i t h  s o m e  o b j e c t i o n  f r o m  f e d e r a l  
o f f i c i a l s  a t  t h a t  t i m e ,  a n d  b y  O c t o b e r  o f  19 8 7  w h e n  f i n a l  
r e g u l a t i o n s  c o n c e r n i n g  p h a r m a c y  r e i m b u r s e m e n t  w e r e  in p l a c e ,  
t h e  f e d e r a l  o b j e c t i o n s  h a d  b a s i c a l l y  d i s a p p e a r e d ,  h e  said.
Mr. S e d g e w i c k  s a i d  t h a t  t h e y  n e e d  t o  a d o p t  t h e  o p t i o n  
r e c o m m e n d e d  b y  t h e  c o n s u l t a n t s  i n t o  t h e  s t a t e  p l a n  s u b m i t t e d ,  
a n d  h e  a c k n o w l e d g e d  t h a t  t h e  d e p a r t m e n t  is u n d e r  a t i m e  
c r u n c h .
Mr. S e d g e w i c k  c o n c l u d e d  t h a t  i f  t h e  s t a t e  p l a n  c o u l d  r e s t o r e  
t h e  p r o v i d e r  n e t w o r k  t o  w h a t  it n e e d s  t o  b e  i t  w o u l d  b e  m o r e  
e q u i t a b l e .  P h a r m a c i s t s  w i l l  b e  w i l l i n g  t o  t a k e  d i s c o u n t s ,  h e  
s aid, a n d  t h e y  w a n t  t o  h a v e  a v i a b l e  s y s t e m  t h a t  w o r k s  w e l l .
T o  f o l l o w  t h e  c o u r s e  t h e y  a r e  o n  now, t h e r e  w o u l d  o n l y  b e  a 
p a r t i a l  s y s t e m  w i t h  n o  p r o v i d e r s  in s m a l l  c o m m u n i t i e s ,  w h i c h  
w o u l d  r e s u l t  i n  t h e  r e c i p i e n t s  o f  M e d i c a i d  b e i n g  h u r t  t h e  
m o s t .
R e p r e s e n t a t i v e  U l m e r  r e f e r e n c e d  a m e m o  d e s c r i b i n g  t h e  p r o b l e m s  
a n d  p r o p o s i n g  t w o  s o l u t i o n s .  S h e  s a i d  t h a t  t h e  first, w a s  a n  
a m e n d m e n t  w h i c h  w o u l d  s u n s e t  t h e  B o a r d  n e x t  y e a r  t o  c o n t i n u e  
t h e  l e g i s l a t i v e  o v e r s i g h t ,  a n d  s e c o n d ,  a l e t t e r  o f  i n t e n t  t h a t  
w o u l d  s u g g e s t  t h e  T e x a s  a p p r o a c h  t o  t h e  f o r m u l a .
R e p r e s e n t a t i v e  U l m e r  e n c o u r a g e d  t h e  m e m b e r s  t o  r e v i e w  t h e  
a m e n d m e n t  a n d  t h e  p r o p o s e d  l e t t e r  o f  intent.
R e p r e s e n t a t i v e  B o y e r  s a i d  t h a t  a n  i s s u e  w h i c h  h e  f e l t  w a s  n o t  
g e r m a n e  t o  t h e  H o u s e  H E S S  C o m m i t t e e  w a s  a r e p r i o r i t i z a t i o n  of  
t h e  M e d i c a i d  l i s t  ( S e c t i o n  4 o f  t h e  b i l l ) . H e  s a i d  t h a t ,  if  
in  f a c t  t h e  H E S S  b u d g e t  r e q u i r e s  s h o r t f u n d i n g ,  i t  w o u l d  b e  
u s e f u l  t o  r e p r i o r i t i z e  t h e  t y p e s  o f  s e r v i c e s  w h i c h  w o u l d  b e  
d r o p p e d  off.

H O U S E  F I N A N C E  C M T E . MTG. C O N T I N U E D  M A R C H  17. 1989 H B  70
H B  70 " R e l a t i n g  t o  p h a r m a c e u t i c a l  m e d i c a l  a s s i s t a n c e  f o r  

n e e d y  p e r s o n s ;  e . d . "



C S  H B  70  (Finance) w a s  r e p o r t e d  o u t  o f  c o m m i t t e e  
w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s  a n d  a z e r o  f i s c a l  
n o t e  w i t h  a n a l y s i s  b y  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  d a t e d  1 / 9 / 8 9 .

C O M M I S S I O N E R  M Y R A  M U N S O N ,  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 ,  d i s c u s s e d  t h e  b a c k g r o u n d  o f  H B  70, w h i c h  c o n t i n u e s  
th e  s t a t e ' s  p r o g r a m  f o r  p r o v i d i n g  p r e s c r i p t i o n  d r u g s  a s  a 
m e d i c a i d  o p t i o n  w i t h  f e d e r a l  p a r t i c i p a t i o n .  S h e  t o l d  t h e  
c o m m i t t e e  t h a t  f a i l u r e  t o  a d o p t  t h e  b i l l  w o u l d  r e q u i r e  o n e  of 
t w o  p o s s i b l e  a c t i o n s .  O n e  p o s s i b i l i t y ,  s h e  s a i d ,  is t h a t  t h e  
L e g i s l a t u r e  w o u l d  b e  c o m p e l l e d  t o  a p p r o p r i a t e  a n  a d d i t i o n a l  
$2 . 5  m i l l i o n  t o  r e t u r n  t h e  p r o g r a m  t o  t h e  w h o l l y  s t a t e — f u n d e d  
g e n e r a l  r e l i e f  m e d i c a l  p r o g r a m  in  o r d e r  t o  r e t a i n  t h e  s a m e  
l e v e l  of p r e s c r i p t i o n  m e d i c i n e  b e n e f i t  t o  m e d i c a i d  p a t i e n t s .  
T h e  o t h e r  p o s s i b i l i t y  w o u l d  b e  t o  c u t  in  h a l f  t h e  r e g u l a t o r y  
a c t i o n  t h e  p h a r m a c e u t i c a l  c o v e r a g e  o f  m e d i c a i d  r e c i p i e n t s  
t h r o u g h o u t  t h e  s t a t e ,  s h e  n o t e d ,  in o r d e r  to  l i v e  w i t h i n  t h e  
a m o u n t  r e m a i n i n g  i n  t h e  d e p a r t m e n t ' s  b u d g e t .
T h e  H o u s e  h a s  c o n s i s t e n t l y  s u p p o r t e d  t h e  p h a r m a c y  p r o g r a m  a s  a 
m e d i c a i d  o p t i o n .  C o m m i s s i o n e r  M u n s o n  t o l d  t h e  c o m m i t t e e .  S h e  
s a i d  t h a t  t h e  p r o g r a m  is o n e  of  t h e  s i m p l e s t ,  m o s t  
s t r a i g h t f o r w a r d  a p p r o a c h e s  t o  c o s t  c o n t a i n m e n t  p o s s i b l e ,  f r o m  
a s t a t e  p e r s p e c t i v e ,  b e c a u s e  t h e  c o s t s  o f  t h e  p r o g r a m  a r e  
s p r e a d  t o  t h e  f e d e r a l  g o v e r n m e n t  o n  a 5 0 - 5 0  m a t c h i n g  b a s i s .
T o  c o m p l y  w i t h  l e g i s l a t i v e  i n t e n t ,  w h e n  t h e  p h a r m a c y  o p t i o n  
w a s  a d o p t e d ,  C o m m i s s i o n e r  M u n s o n  r e v i e w e 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  w o r k e d  c l o s e l y  w i t h  p h a r m a c i s t s  a n d  
o t h e r s  t o  d e v e l o p  t h e  p r o g r a m  i n  a w a y  l e a s t  l i k e l y  t o  r e s u l t  
in e c o n o m i c  l o s s  t o  p h a r m a c i s t s  w h i l e  e n s u r i n g  f e d e r a l  
p a r t i c i p a t i o n .  T h e  goal, s h e  e x p l a i n e d ,  w a s  t o  a s s u r e  t h a t  
t h e  i n d e p e n d e n t  a n d  r u r a l  p h a r m a c i s t s  c o u l d  c o n t i n u e  t o  
p a r t i c i p a t e  in t h e  p r o g r a m ,  e n s u r i n g  a c c e s s  t o  m e d i c a i d  
p a t i e n t s  l i v i n g  a n y w h e r e  i n  t h e  s t a t e .  S h e  a d d e d  t h a t  t h e  
d e p a r t m e n t  h a s  m a d e  e v e r y  e f f o r t  t o  a c c o m p l i s h  t h i s  g o a l  a n d  
t o  e n s u r e  t h e  c o n t i n u a t i o n  o f  r u r a l  s e r v i c e .
A d d r e s s i n g  c o n c e r n s  r a i s e d  i n  t e s t i m o n y  o n  t h e  p r e v i o u s  day, 
C o m m i s s i o n e r  M u n s o n  e x p l a i n e d  t h a t  l o n g - t e r m  p h a r m a c e u t i c a l  
n e e d s  t h a t  h a d  b e e n  p a i d  t h r o u g h  t h e  m e d i c a i d  r a t e  f o r  t h e  
f a c i l i t i e s  h a d  t o  b e  p a r t  o f  t h e  p h a r m a c y  p r o g r a m .  S h e  n o t e d  
that, u p o n  d i s c o v e r y  o f  t h i s ,  t h e  d e p a r t m e n t  h a d  n o t i f i e d  
f a c i l i t i e s  a n d  h e l d  o f f  o n  i m p o s i n g  t h e  r e q u i r e m e n t s  o f  t h e  
o p t i o n  u n t i l  t h e  b e g i n n i n g  o f  J u l y .  T h e  f a c i l i t i e s  w i l l  
c o n t i n u e  t o  r e c e i v e  f u n d i n g  f o r  t h e i r  p h a r m a c e u t i c a l  n e e d s  a t  
t h e  m e d i c a i d  r a t e  t h r o u g h  t h e  e n d  o f  F Y  89, s h e  said.
T h e  d e p a r t m e n t  h a s  w o r k e d  c l o s e l y  w i t h  t h e  f a c i l i t i e s  in  
d e v e l o p i n g  t h e  n e w  p r o g r a m ,  C o m m i s s i o n e r  M u n s o n  s t a t e d ,  a d d i n g  
t h a t  it w o u l d  r e q u i r e  h o s p i t a l s  t o  b u i l d  a n e w  b i l l i n g  s y s t e m .  
S h e  s a i d  s h e  h a d  l e a r n e d  f r o m  E r i c  H a n s e n  t h a t ,  c o n t r a r y  to  
r e m a r k s  m a d e  o n  t h e  p r e v i o u s  day, t w o  A n c h o r a g e  p h a r m a c i e s  
w e r e  p r e p a r i n g  b i d s  f o r  t h e  p h a r m a c e u t i c a l  p r o g r a m s  f o r  t h e  
t h r e e  l o n g - t e r m  c a r e  f a c i l i t i e s .  H o p e  C o t t a g e s ,  o n e  o f  t h e s e  
f a c i l i t i e s ,  w i l l  n e e d  t o  g e t  p h a r m a c e u t i c a l s  s e p a r a t e l y  f r o m  
P r o v i d e n c e  H o s p i t a l  u n d e r  f e d e r a l  r e g u l a t i o n s ,  s h e  n o t e d .  T h e  
o t h e r  t w o  l o n g - t e r m  f a c i l i t i e s ,  s h e  said, a r e  t h e  M a r y  C o n r a d



C e n t e r  a n d  O u r  L a d y  o f  C o m p a s s i o n ,  a n d  t h e s e  f a c i l i t i e s  m a y  
d e c i d e  t o  g o  t o  o u t s i d e  p h a r m a c i e s  f o r  a b i d  for s e r v i c e s .  
H o w e v e r ,  s h e  t o l d  t h e  c o m m i t t e e ,  t h e  S i s t e r s  of  P r o v i d e n c e  r u n  
t h e  P r o v i d e n c e  H o s p i t a l ,  t h e  M a r y  C o n r a d  C e n t e r  a n d  O u r  L a d y  
o f  C o m p a s s i o n .  T h i s  is a n  i n t e r n a l  m a n a g e m e n t  d e c i s i o n ,  s h e  
st a t e d ,  t h a t  is t r i g g e r e d  b y  t h e  r e q u i r e m e n t  for a s p e c i a l i z e d  
b i l l i n g  s y s t e m  t h a t  w o u l d  r e q u i r e  s o m e  i n v e s t m e n t  t o  c a r r y  
out.
T h e  d e p a r t m e n t  is a t t e m p t i n g  t o  b u i l d  t h e  p a y m e n t  p r o c e d u r e s  
f o r  h o s p i t a l s  if t h e y  c h o o s e  t o  p r o v i d e  p h a r m a c e u t i c a l s  f o r  
t h e i r  a s s o c i a t e d  l o n g - t e r m  c a r e  f a c i l i t i e s ,  t h e  c o m m i s s i o n e r  
n o t e d .  S h e  e x p l a i n e d  t h a t  t h e  n e w  p r o c e d u r e s  w i l l  c o m p e n s a t e  
t h e  f a c i l i t i e s  a d e q u a t e l y ,  a l l o w i n g  for t h e  b e s t  p o s s i b l e  
m e t h o d s  o f  d e l i v e r i n g  p h a r m a c e u t i c a l s .  S h e  p o i n t e d  o u t  t h e  
t r e m e n d o u s  v a r i a t i o n  a m o n g  t h e  f a c i l i t i e s  r e g a r d i n g  
p r o c u r e m e n t  a n d  d i s t r i b u t i o n  o f  p h a r m a c e u t i c a l s .
T h e  m o s t  p r e s s i n g  c o n c e r n ,  C o m m i s s i o n e r  M u n s o n  s t a t e d ,  r e g a r d s  
t h e  i s s u e  o f  g e n e r i c  d r u g s .  T h e  m e d i c a i d  p r o g r a m  is b i a s e d  
t o w a r d  g e n e r i c s ,  s h e  said, t o  e n c o u r a g e  p h y s i c i a n s  t o  u s e  
g e n e r i c s  as a c o s t - s a v i n g  m e a s u r e .  In c a s e s  w h e r e  t h e  
p h y s i c i a n  b e l i e v e s  it is i n  t h e  p a t i e n t ' s  i n t e r e s t  t o  r e c e i v e  
a b r a n d - s p e c i f i c  drug, s h e  q u a l i f i e d ,  t h e  p r o g r a m  a l l o w s  t h e  
d o c t o r  t o  s p e c i f y  in w r i t i n g  o n  t h e  p r e s c r i p t i o n ,  
" B R A N D - S P E C I F I C  O N L Y . "  P h a r m a c i s t s  w h o  a r e  c o n c e r n e d  a b o u t  
t h e  a p p r o p r i a t e n e s s  of  a g e n e r i c  v e r s u s  a b r a n d - s p e c i f i c  d r u g  
m a y  c o n s u l t  t h e  p h y s i c i a n ,  s h e  p o i n t e d  out.
T h e  p h a r m a c y  p r o g r a m ,  s h e  e x p l a i n e d ,  h a s  s e v e r a l  c o m p o n e n t s  
u s e d  in b u i l d i n g  t h e  fee a n d  i n  d e t e r m i n i n g  t h e  a m o u n t  t h a t  
w i l l  b e  p a i d  p e r  p r e s c r i p t i o n .  T h e  p r i m a r y  c o m p o n e n t s ,  s h e  
said, a r e  t h e  d i s p e n s i n g  f e e  a n d  t h e  f e e  f o r  i n g r e d i e n t s .  
C o m m i s s i o n e r  M u n s o n  n o t e d  t h a t  t w o  s u r v e y s  u s e d  in d e s i g n i n g  
t h e  p r o g r a m  h a d  b e e n  d i s c u s s e d  o n  t h e  p r e v i o u s  day. T h e  M e y e r s  
a n d  S t a u f f e r  s u r v e y ,  t h e  c o m m i s s i o n e r  said, w a s  c o n d u c t e d  to 
d e t e r m i n e  t h e  d i s p e n s i n g  f e e  a n d  w a s  a d d r e s s e d  p o s i t i v e l y  on  
t h e  p r e v i o u s  day. P r e v i o u s  t e s t i m o n y  i n d i c a t e d  t h a t  t h e  
s u r v e y  o f  t h e  e s t i m a t e d  a c q u i s i t i o n  costs, EAC, w a s  u n r e l i a b l e  
b e c a u s e  m a n y  r u r a l  c o m m u n i t i e s  h a d  b e e n  l e f t  out, s h e  said. 
N o t i n g  t h a t  t h e  E A C  h a d  n o t  y e t  b e e n  c o m p l e t e d ,  C o m m i s s i o n e r  
M u n s o n  e x p l a i n e d  t h a t  t h e  E A C  s u r v e y  w a s  a s a m p l e  s u r v e y  a n d  
t h a t  it w a s  n o t  i n t e n d e d  t o  a d d r e s s  t h e  e n t i r e  st a t e .  S h e  
a d d e d  t h a t  B e t h e l  a n d  Sit k a ,  w h i c h  w e r e  r e p o r t e d l y  o m i t t e d  
f r o m  t h e  s u r vey, h a d  b e e n  i n c l u d e d  b u t  t h e  p h a r m a c i s t s  in 
t h o s e  c o m m u n i t i e s  h a d  r e f u s e d  t o  p a r t i c i p a t e .  T h e  d e p a r t m e n t  
is n o t  c o n c e r n e d  a b o u t  t h e  c o n s e q u e n c e s  of  t h a t  o m i s s i o n  in 
t h e  r e l i a b i l i t y  o f  t h e  s u r v e y ,  s h e  s t a ted, w h i c h  a p p l i e s  t o  
t h e  c o s t s  o f  t h e  d r u g s  t h e m s e l v e s .  A l l  of t h e  p h a r m a c i s t s  in 
A l a s k a ,  s h e  n o t e d ,  b u y  t h e i r  d r u g s  i n  A n c h o r a g e  o r  S e a t t l e  
f r o m  a s i n g l e  w h o l e s a l e s .  T hus, t h e r e  is l i t t l e  v a r i a b i l i t y  
in d r u g  p r i c i n g  t h r o u g h o u t  t h e  s t a t e ,  s h e  c l a r i f i e d .  
C o m m i s s i o n e r  M u n s o n  s a i d  t h a t  t h e  q u e s t i o n  w a s  r a i s e d  
r e g a r d i n g  t h e  u s e  o f  t h e  d i s p e n s i n g  fee t h a t  w a s  i n c o r p o r a t e d  
in r e g u l a t i o n s .  T h e  fee a d o p t e d  b y  t h e  d e p a r t m e n t ,  s h e  
e x p  ned, w a s  b i a s e d  t o w a r d  c o m p e n s a t i n g  sm a l l ,  i n d e p e n d e n t ,  
an c  r a l  p h a r m a c i e s  in o r d e r  t o  a s s u r e  t h e i r  c o n t i n u e d



p a r t i c i p a t i o n .
I t  w a s  s u g g e s t e d  t h a t  t h e  d e p a r t m e n t  s h o u l d  u s e  t h e  m o d e l  
a d o p t e d  b y  t h e  s t a t e  o f  Te x a s ,  t h e  c o m m i s s i o n e r  n o t e d ,  b a s e d  
o n  t h e  f a c t  t h a t  n o  w r i t t e n  d o c u m e n t a t i o n  e x i s t e d  r e g a r d i n g  
t h e  f i n a n c i n g  a g e n c y ' s  r e f u s a l  t o  a l l o w  t h e  u s e  o f  s u c h  a 
m o d e l .  S h e  p o i n t e d  o u t  t h a t  m e m b e r s '  f i l e s  c o n t a i n e d  a l e t t e r  
f r o m  t h e  f i n a n c i n g  a g e n c y  i n d i c a t i n g  t h a t  R e g i o n  10 w o u l d  n o t  
a p p r o v e  t h e  p l a n  i f  a T e x a s  m o d e l  w e r e  a d o p t e d .
C o m m i s s i o n e r  M u n s o n  n o t e d  t h a t  t h e  T e x a s  plan, w h i c h  b u i l d s  
t h e  d i s p e n s i n g  f e e  a s  a f a c t o r  o f  i n g r e d i e n t  c o s t s ,  w a s  
a p p r o v e d  f o r  T e x a s .  H o w e v e r ,  s h e  said, t h a t  s i t u a t i o n  is a n  
a n o m a l y ,  a n d  t h e  c e n t r a l  o f f i c e  w a s  o p p o s e d  t o  t h e  a p p r o v a l  of  
t h a t  p l a n .  U n d e r  t h e  h e a l t h  c a r e  f i n a n c i n g  r e g u l a t i o n s ,  t h e  
r e g i o n  c a n  m a k e  a n  a p p r o v a l  o r  p a s s  it o f f  t o  t h e  c e n t r a l  
o f f i c e ,  s h e  said. I f  t h e  T e x a s  p l a n  h a d  b e e n  p a s s e d  o f f  t o  
t h e  c e n t r a l  o f f i c e ,  it w o u l d  h a v e  b e e n  d i s a p p r o v e d ,  s h e  
p o i n t e d  out, b u t  t h e  r e g i o n  t o o k  t h e  »ction i n s t e a d .  T h e  
c e n t r a l  o f f i c e  s u b s e q u e n t l y  i n f o r m e d  t h e  r e g i o n s  n o t  to  
a p p r o v e  a n y  f u r t h e r  p l a n s  l i k e  t h a t  of  T e x a s ,  s h e  said.
I f  A l a s k a  t r i e d  t o  a d o p t  t h e  T e x a s  m o d e l ,  t h e  c o m m i s s i o n e r  
s t a t e d ,  t h e  p l a n  w o u l d  n o t  b e  a p p r o v e d  u n l e s s  l i t i g a t i o n  w e r e  
p u r s u e d .  S h e  e x p r e s s e d  h e r  b e l i e f  t h a t  s u c h  a r o u t e  w o u l d  b e  
a n  i r r e s p o n s i b l e  a p p r o a c h  t o  d e v e l o p i n g  t h e  p r o g r a m .
In  T e x a s ,  w h e r e  t h e  d i s p e n s i n g  f e e  m a y  b e  s o m e w h a t  h i g h e r ,  
c o s t  c o n t a i n m e n t  is a c c o m p l i s h e d  o n  t h e  i n g r e d i e n t  costs, 
C o m m i s s i o n e r  M u n s o n  ad d e d .  T h e  e n t i r e  p r e s c r i p t i o n  
c o m p e n s a t i o n  p r o g r a m  d e v e l o p e d  b y  t h e  A l a s k a  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  l e a d s  t o  a h i g h e r  r e s u l t  in
c o m p e n s a t i o n  t h a n  a n y w h e r e  e l s e  in  t h e  c o u n t r y ,  s h e  said, a n d
it a p p e a r s  t o  b e  t h e  m o s t  g e n e r o u s  p r o g r a m  n a t i o n w i d e .  
C o m m i s s i o n e r  M u n s o n  p o i n t e d  o u t  t h a t  p h a r m a c i s t s  i n  S i t k a  h a d  
p u l l e d  o u t  o f  t h e  p r o g r a m .  S h e  s a i d  t h a t  s h e  h a d  w r i t t e n  t o  
t h o s e  i n d i v i d u a l s  w h o  c o n f i r m e d  t h a t  t h i s  h a d  o c c u r r e d .  S h e  
a l s o  w r o t e  t o  t h e  p h y s i c i a n s  in S i t k a  t o  i n f o r m  t h e m  o..T o t h e r  
s o u r c e s  o f  p h a r m a c e u t i c a l s  f o r  m e d i c a i d  p a t i e n t s  i n  t h e  state, 
n o t i n g  t h a t  l o n g  d i s t a n c e  c h a r g e s ,  f r e i g h t  costs, a n d  o t h e r  
a s s o c i a t e d  c o s t s  i n c u r r e d  w o u l d  b e  c o m p e n s a t e d ,  s h e  said. In 
a d d i t i o n ,  t h e  c o m m i s s i o n e r  n o t e d ,  s h e  h a d  w r i t t e n  t o  t h e  
p h a r m a c i s t s ,  u r g i n g  t h e m  t o  r e c o n s i d e r  t h e i r  d e c i s i o n s .
C o m m i s s i o n e r  M u n s o n  t o l d  t h e  c o m m i t t e e  t h a t ,  in t h e  c a s e s  o f
t h e  t w o  Sitka p h a r m a c i s t s ,  m e d i c a i d  r e c i p i e n t s  m a d e  u p  l e s s  
t h a n  t e n  p e r c e n t  o f  t h e i r  b u s i n e s s .  S h e  a d d e d  t h at, e v e n  i f  
t h e  p h a r m a c y  p r o g r a m  w e r e  i m p l e m e n t e d  u n d e r  t h e  m e d i c a i d  
p r o g r a m ,  r e s u l t i n g  in a 20% d e c r e a s e  in c o m p e n s a t i o n ,  t h e  
i m p a c t  o n  t h e  p h a r m a c i s t s '  g r o s s  i n c o m e s  w o u l d  b e  l e s s  t h a n  
1.5%. S h e  q u e s t i o n e d  t h o s e  p h a r m a c i s t s '  p r o f e s s i o n a l  d e c i s i o n s  
t o  p u l l  o u t  o f  t h e  p h a r m a c y  p r o g r a m  in i t s  f i r s t  m o n t h  of 
i m p l e m e n t a t i o n ,  c o n s i d e r i n g  t h o s e  p e r c e n t a g e s .
T h e  c o m m i s s i o n e r  e x p r e s s e d  c e r t a i n t y  t h a t  m o s t  o f  A l a s k a ' s  
p h a r m a c i s t s  w o u l d  c o n t i n u e  t o  p a r t i c i p a t e  in t h e  p r o g r a m  i n  
o r d e r  t o  a s s u r e  g o o d  q u a l i t y  p h a r m a c e u t i c a l  c a r e  t o  t h e  p e o p l e  
o f  t h e  st a t e .  W h e r e  p h a r m a c i s t s  c h o o s e  t o  p u l l  o u t  of t h e  
p r o g r a m ,  s h e  a d d e d ,  t h e  d e p a r t m e n t  is a b l e  t o  p r o v i d e  
m a i l - o r d e r  s e r v i c e  t o  t h o s e  c o m m u n i t i e s  j u s t  a s  it d o e s  to



m o s t  o f  t h e  v i l l a g e s  w h e r e  p h a r m a c e u t i c a l  s e r v i c e  is n o t  
a v a i l a b l e .
C o m m i s s i o n e r  M u n s o n  s t a t e d  that, a l t h o u g h  e x t e n d i n g  t h e  s u n s e t  
o n  t h e  i s s u e  is a n  o p t i o n ,  s h e  d o e s  n o t  e n c o u r a g e  it. S h e  
n o t e d  t h a t  t h e  L e g i s l a t u r 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 ,  a n d  t h e  e x e c u t i v e  b r a n c h  h a d  s p e n t  m o r e  t i m e  
o n  t h i s  p a r t i c u l a r  p r o v i d e r  g r o u p ,  w i t h  a t o t a l  p r o g r a m  v a l u e  
o f  a p p r o x i m a t e l y  $ 5 . 0  m i l l i o n ,  t h a n  o n  a n y  o t h e r  h e a l t h  c a r e  
o p t i o n .  S h e  u r g e d  t h e  c o m m i t t e e  t o  a d o p t  t h e  o p t i o n  p r e s e n t e d  
in t h e  b i l l  a n d  m o v e  on.
( T a p e  c h a n g e :  H F C  89 - 4 2 ,  S i d e  2)
C h e c k i n g  i n  w i t h  t h e  t e l e c o n f e r e n c e  p a r t i c i p a n t s ,  C o - C h a i r m a n  
L a r s o n  d i s c o v e r e d  t h a t  t h e  t e l e c o n f e r e n c e  p o r t i o n  o f  t h e  
h e a r i n g  h a d  b e e n  t e r m i n a t e d .
R e p r e s e n t a t i v e  U l m e r  b r o u g h t  u p  t h e  s u b j e c t  o f  t h e  l e t t e r  of  
i n t e n t  s h e  h a d  o f f e r e d  o n  t h e  p r e v i o u s  d a y  t o  a d d r e s s  t h e  
T e x a s  o p t i o n .  S h e  a s k e d  t h e  c o m m i s s i o n e r  t o  h e l p  h e r  t o  f i n d  
t h e  l e t t e r  i n d i c a t i n g  R e g i o n  1 0 's r e f u s a l  t o  a p p r o v e  s u c h  a 
p r o g r a m .  C o m m i s s i o n e r  M u n s o n  d i r e c t e d  h e r  t o  a p a c k e t  
e n t i t l e d  " P h a r m a c y  P r o g r a m  D a t a "  ( a t t a c h m e n t  5), p a g e  4. S h e  
n o t e d  t h at, a l t h o u g h  t h i s  s o u r c e  d i d  n o t  r e f e r  d i r e c t l y  t o  t h e  
T e x a s  p r o g r a m ,  it  r e f e r r e d  t o  b a s i n g  a l l  o r  p a r t  of  a 
d i s p e n s i n g  fee on  t h e  c o s t  o f  i n g r e d i e n t s .  S h e  q u o t e d  t h a t  
t h i s  p r a c t i c e  is " u n a c c e p t a b l e  b e c a u s e  it c o n t r a d i c t s  H C F A ' s  
c o s t  c o n t a i n m e n t  e f f o r t s . "
R e p r e s e n t a t i v e  U l m e r  s a i d  t h a t  s h e  w o u l d  n o t  a s k  t h e  
d e p a r t m e n t  t o  d o  s o m e t h i n g  t h a t  it c a n n o t  do. S h e  e x p r e s s e d  
a p p r e c i a t i o n  f o r  t h e  a d d i t i o n a l  i n f o r m a t i o n .  R e p r e s e n t a t i v e  
U l m e r  n o t e d  t h a t  s h e  h a d  j u s t  r e c e i v e d  a l e t t e r  o f  c o m p l a i n t  
f r o m  a J u n e a u  p h a r m a c i s t  r e g a r d i n g  t h e  e m e r g e n c y  r e g u l a t i o n s  
a n d  q u e s t i o n i n g  t h e  c u r r e n t  f e e  s t r u c t u r e .  S h e  s a i d  t h a t  t h e  
p h a r m a c i s t  h a d  s t a t e d  t h a t  h e  w a s  u n a b l e  t o  r e c o v e r  t h e  f u l l  
c o s t  o f  c e r t a i n  p h a r m a c e u t i c a l s .  R a t h e r  t h a n  r e c o v e r i n g  t h e  
$ 3 1 . 8 9  t h a t  h e  h a d  p a i d  f o r  t h e  drug, s h e  e x p l a i n e d ,  h e  h a d  
r e c e i v e d  o n l y  $ 2 9 . 5 5 .  S h e  p o i n t e d  o u t  t h a t  n o t  r e i m b u r s i n g  
p h a r m a c i s t s  f o r  a c t u a l  c o s t s  w o u l d  n o t  b e n e f i t  r h e  p r o g r a m  in 
t h e  l o n g  r u n  a n d  a s k e d  h o w  t h i s  p r o b l e m  w o u l d  b e  a d d r e s s e d .  
C o m m i s s i o n e r  M u n s o n  a s k e d  E R I C  H A N S E N ,  O P E R A T I O N S  M A N A G E R ,  
A N C H O R A G E  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 ,  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 ,  t o  a s s i s t  w i t h  t h i s  q u e s t i o n .  H e  
r e s p o n d e d  t h a t  it w o u l d  a l w a y s  b e  .o s s i b l e  t o  f i n d  a n  e x a m p l e  
o f  a d r u g  t h a t  c o s t s  m o r e  t h a n  tht ;o r m u l a  w i l l  reimburse*. If 
t h e  f o r m u l a  is fair, h e  p o i n t e d  out, t h e  d e p a r t m e n t  w i l l  p a y  
m o r e  t h a n  t h e  p h a r m a c y  p a y s  f o r  m o s t  o t h e r  d r u g s .  H e  s a i d  
t h a t  t h i s  is in f a c t  t h e  c a se. O n  b a l a n c e ,  h e  said, t h e  
d e p a r t m e n t  c o m p e n s a t e s  p h a r m a c i e s  l i b e r a l l y  c o m p a r e d  t o  o t h e r  
m e d i c a i d  p r o g r a m s  i n  t h e  c o u n t r y ,  n o t w i t h s t a n d i n g  t h e  o d d  
e x a m p l e .  D a r v o s e t ,  f o r  e x a m p l e ,  is a v a i l a b l e  f o r  35 c e n t s  a 
c a p s u l e  a n d  t h e  s t a t e  p r o g r a m  r e i m b u r s e s  a t  a b o u t  28 c e n t s .
T h e  p h a r m a c i s t  is c a p a b l e  o f  b u y i n g  D a r v o s e t  g e n e r i c s  a t  16 
c e n t s  a c a p s u l e ,  h e  p o i n t e d  out. T h u s ,  h e  said, p a r t  o f  t h e  
s o l u t i o n  m a y  b e  in m o r e  p r u d e n t  b u y i n g  p r a c t i c e s ,  I t  is 
p o s s i b l e ,  too, h e  said, tor a p h a r m a c i s t  t o  l o s e  a l i t t l e  on 
a n  i s o l a t e d  d r u g  f o r  w h i c h  h e  w o u l d  m a k e  it b a c k  on o t h e r



d r u g s  o v e r  t h e  c o u r s e  o f  a year.
R e p r e s e n t a t i v e  U l m e r  e x p r e s s e d  t h e  h o p e  t h a t  it d o es, in fact, 
b a l a n c e  o u t  a n d  t h a t  t h e  r e s t  o f  t h e  p o p u l a t i o n  w i l l  n o t  e n d  
u p  a b s o r b i n g  t h e  e x t r a  co s t s .  S h e  sa i d  t h a t  it is i m p o r t a n t  
t o  m a i n t a i n  a n  o v e r a l l  p e r s p e c t i v e  in t e r m s  o f  r e d u c i n g  c o s t s  
a n d  p r o v i d i n g  s e r v i c e s  t o  t h o s e  t h a t  n e e d  it.
R e p r e s e n t a t i v e  R i e g e r  m e n t i o n e d  t h a t  s o m e o n e  t e s t i f y i n g  o n  t h e  
p r e v i o u s  d a y  h a d  s t a t e d  t h a t  p h a r m a c i s t s  c h a r g e  a $ 5 . 0 0  f e e  
p e r  p r e s c r i p t i o n  a n d  p h y s i c i a n s  c h a r g e  a $ 1 0 . 0 0  f e e  p e r  v i s i t .  
H e  a s k e d  f o r  m o r e  i n f o r m a t i o n  a b o u t  t h e s e  fees. C o m m i s s i o n e r  
M u n s o n  s t a t e d  t h a t  t h e  m e d i c a i d  p h a r m a c y  p r o g r a m  w i l l  p e r m i t  a 
$ 1 . 0 0  c o - p a y m e n t  a s  a m a x i m u m .  S h e  s a i d  t h a t  t h i s  c o - p a y m e n t  
w a s  r e q u i r e d  f o r  e a c h  m e d i c a i d  p r e s c r i p t i o n ,  w h i c h  t h e  
p h a r m a c i s t  h a d  t o  c o l l e c t .  T h e  p h a r m a c i s t s  i n v o l v e d  w i t h  t h e  
s t e e r i n g  c o m m i t t e e  h a d  r e q u e s t e d  t h a t  t h i s  c o - p a y m e n t  b e  
w i t h d r a w n ,  s h e  said, a n d  t h a t  w a s  done. M e d i c a i d  w i l l  n o t  
a l l o w  c o - p a y m e n t s  l a r g e r  t h a n  $1.00, s h e  e x p l a i n e d ,  n o t i n g  
t h a t  t h e  p a t i e n t ' s  p o r t i o n  m u s t  b e  a p o r t i o n  o f  t h e  t o t a l  
c o m p e n s a t i o n  t h a t  t h e  m e d i c a i d  r a t e  p e r m i t s .
R e p r e s e n t a t i v e  R e i g e r  c o m m e n t e d  t h a t  t h e  i d e a  o f  t h e  
c o - p a y m e n t  w a s  t o  e n s u r e  t h a t  p r e s c r i p t i o n s  a r e  n o t  o v e r u s e d .  
H e  s u g g e s t e d  t h a t  t h e  d e p a r t m e n t  l o c k  i n t o  r a i s i n g  t h e  
c o - p a y m e n t  a t  t h e  f e d e r a l  level.
Mr. H a n s e n  s a i d  t h a t  t h e  f e d e r a l  g o v e r n m e n t  r e q u i r e s  s t a t e s  to  
e x c l u d e  l a r g e  g r o u p s  o f  p a t i e n t s  f r o m  c o - p a y m e n t ,  i n c l u d i n g  
t h e  e l d e r l y ,  c h i l d r e n ,  a n d  p r e g n a n t  w o m e n .  W h e n  t h o s e  g r o u p s  
a r e  e x c l u d e d ,  t h e  o n l y  p e o p l e  l e f t  a r e  t h o s e  w h o  u s e  t h e  l e a s t  
a m o u n t  o f  d r u g s ,  h e  n o t e d ,  a n d  t h i s  b e c o m e s  s o  c o m p l i c a t e d  
t h a t  it is a l m o s t  i m p o s s i b l e  t o  a d m i n i s t e r  p r o p e r l y .  
R e p r e s e n t a t i v e  B r o w n  M O V E D  t o  a d o p t  CS H B  70 (Finance) a s  t h e  
v e h i c l e  f o r  t h e  c o m m i t t e e ' s  d i s c u s s i o n .  T h e r e  b e i n g  N O  
O B J E C T I O N ,  i t  w a s  so o r d e r e d .
R e p r e s e n t a t i v e  R i e g e r  a s k e d  if t h e  a m e n d m e n t  p r o p o s e d  b y  
R e p r e s e n t a t i v e  U l m e r ,  a d o p t i n g  t h e  T e x a s  m o d e l ,  w o u l d  b e  
o f f e r e d .  R e p r e s e n t a t i v e  U l m e r  r e s p o n d e d  t h a t  s h e  d i d  n o t  
i n t e n d  t o  o f f e r  e i t h e r  t h e  a m e n d m e n t  o r  t h e  l e t t e r  o f  i n t e n t .  
R e p r e s e n t a t i v e  B r o w n  M O V E D  to  r e p o r t  CS H B  70 (Finance) o u t  of 
c o m m i t t e e  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s  a n d  t h e  a c c o m p a n y i n g  
z e r o  f i s c a l  n o t e .  R e p r e s e n t a t i v e  P h i l l i p s  O B J E C T E D .  A  r o l l  
c a l l  v o t e  w a s  t a k e n  o n  t h e  m o t i o n .

IN  F A V O R :  Brown, K o p o n e n ,  R i e g e r ,  U l m e r ,  H o f f m a n ,  L a r s o n
O P P O S E D :  P h i l l i p s ,  S h u l t z

T h e  M O T I O N  P A S S E D ,  6 - 2 .  CS H 3  70 (Finance) w a s  r e p o r t e d  o u t  
of  c o m m i t t e e  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s  a n d  a z e r o  f i s c a l  
n o t e  w i t h  a n a l y s i s  b y  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  d a t e d  1 2 / 1 / 8 8 .
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BILL HISTORY, HOP81 ACTION:

WEDNESDAY. APRIL 5TH . 1989
HB 80

J a n u a r y .  1 2 ,  1 9 3 . 9 .
H O U S E  B I L L  NO. 8 0  b y  E l l i s  a n d  K o p o n e n ,  e n t i t l e d :

" A n  A c t  i n c r e a s i n g  t h e  e x c i s e  t a x  o n  c i g a r e t t e s . "  
w a s  r e a d  t h e  f i r s t  t i m e  a n d  r e f e r r e d  t o  t h e  H e a l t h ,
E d u c a t i o n  6 S o c i a l  S e r v i c e s  a n d  F i n a n c e  C o m m i t t e e s .

F e b r u a r y  .20. 1 9 8 9
R e n r e s e n t a t i v e  M. D a v i s  a d d e d  h i s  n a m e  a s  c o - s p o n s o r  to: 

h " TS E  B I L L  N O ,  80
" A n  A c t  i n c r e a s i n g  t h e  e x c i s e  t a x  o n  c i g a r e t t e s . "

M a r c h  3. 1989
T h e  H e a l t h ,  E d u c a t i o n  & S o c i a l  S e r v i c e s  C o m m i t t e e  h a s
c o n s i d e r e d :

H O U S E  B I L L  NO. 80
" A n  A c t  i n c r e a s i n g  t h e  e x c i s e  t a x  o n  c i g a r e t t e s . "  

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

CS F O R  H O U S E  B I L L  NO. 80 (HESS)
"An Act, i n c r e a s i n g  t h e  e x c i s e  t a x  o n  c i g a r e t t e s ,
a n d  a u t h o r i z i n g  m u n i c i p a l i t i e s  t o  l e v y  a n d  c o l l e c t  
t a x e s  o n  t h e  r e t a i l  s a l e  o f  c i g a r e t t e s  a n d  t o b a c c o  
p r o d u c t s  w i t h o u t  l i m i t a t i o n . "

R e c o m m e n d i n g  d o  p a s s  (5): E l l i s  ( C h a i r m a n ) ,  J a c k o ,  C.
Davis, G r u e n b e r g ,  G o l l  
N o  r e c o m m e n d a t i o n  (2): F u r n a c e ,  B o y e r
A  f i s c a l  n o t e  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  w a s  p u b l i s h e d  
M a r c h  3, 1989.
H B  8 0  w a s  r e f e r r e d  t o  t h e  F i n a n c e  C o m m i t t e e .

M A R C H  15. 1989 
H B  80
T h e  F i n a n c e  C o m m i t t e e  h a s  c o n s i d e r e d :

H O U S F  B I L L  NO. 80
" A n  ; c i n c r e a s i n g  t h e  e x c i s e  t a x  o n  c i g a r e t t e s . "  

a n d  r e c o m m e n d s  i t  b e  r e p l a c e d  w i t h  t h e  f o l l o w i n g  c o m m i t t e e  
s u b s t i t u t e :
H B  80

CS F O R  H O U S E  B I L L  NO. 80 (HESS)
( page 513)

R e c o m m e n d i n g  d o  p a s s  (5): H o f f m a n  ( C o - c h a i r m a n ) ,
S w a c k h a m m e r ,  B r o w n ,  K o p o n e n ,  U l m e r
R e c o m m e n d i n g  d o  n o t  p a s s  (3): B a r n e s ,  S h u l t z ,  P h i l l i p s
N o  r e c o m m e n d a t i o n  (3): L a r s o n  ( C o - c h a i r m a n ) ,  R i e g e r ,  W a l l i s
A  f i s c a l  n o t e  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  w a s  p u b l i s h e d  
M a r c h  15, 1989.
H B  80 w a s  r e f e r r e d  t o  t h e  R u l e s  C o m m i t t e e  f o r  x a c e m e n t  o n  
t h e  c a l e n d a r .



E F F E C T  O F  C S H B  8 0

C U R R E N T  LA W U N D E R  C S H B 8 Q

M I L L  r a t e  p e r  
C I G A R E T T Ededicated to School Fund

A S  4 3 . 5 0 . 0 9 0  = 2 . 5  m i l l s A S  4 3 . 5 0 . 0 9 0  =  2 . 5  m i l l s  
( n o  c h a n g e )

M I L L  R A T E  P E R  
C I G A R E T T Ecollected fo r  General Fund

A S  4 3 . 5 0 . 1 9 0  = 5 . 5  m i l l s AS  4 3 . 5 0 . 1 9 0  =  1 5 . 0  m i l l s  
( 9 . 5  m i l l  i n c r e a s e )

C O M B I N E D  M O N E T A R Y  
E F F E C T  ON E A C H20 cigarette pack

1 6  c e n t s 35 C E N T S
( 1 9  C E N T  I N C R E A S E )

There are currently two separate excise taxes levied on cigarettes. Taxes collected under AS 43.50.090, which predates the prohibition against dedicated funds, are deposited in the School Fund. Taxes collected under AS 43.50.190 are deposited in the General Fund. CSHB 80 amends AS 43.50.190 and increases General Fund revenues.



T h e  o r i g i n a l  v e r s i o n  o f  t h e  b i l l  r a i s e d  t h e  e x c i s e  r a t e  f r o m  8 
m i l l s  p e r  c i g a r e t t e  t o  12.5 m i l l s .  T h e  m o n e t a r y  e f f e c t  w o u l d  
h a v e  b e e n  t o  i n c r e a s e  t h e  t a x  o n  a 20 c i g a r e t t e  p a c k  b y  9 
c e n t s  - f r o m  16 c e n t s  p e r  p a c k  t o  25 c e n t s  p e r  p a c k .

HB  8 0  S h o r t  A n a l y s i s :

C S H B  80 (HESS) :

T h e  C o m m i t t e e  S u b s t i t u t e  r a i s e s  t h e  e x c i s e  t a x  o n  cigare' t e s  
t o  1 7 . 5  m i l l s .  T h e  m o n e t a r y  e f f e c t  is t o  r a i s e  t h e  t a x  i _ o m  
16 c e n t s  p e r  p a c k  t o  35 c e n t s  p e r  p a c k .
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T h e  o r i g i n a l  v e r s i o n  o f  t h e  b i l l  r a i s e d  t h e  e x c i s e  r a t e  
m i l l s  p e r  c i g a r e t t e  t o  1 2 . 5  m i l l s .  T h e  m o n e t a r y  e f f o c t  
h a v e  b e e n  t o  i n c r e a s e  t h e  t a x  o n  a 20 c i g a r e t t e  p a c k  b y  
c e n t s  - f r o m  16 c e n t s  p e r  p a c k  t o  25 c e n t s  p e r  p a c k .

HB 8 0  S h o r t  A n a l y s i s :

C S H B  80 ( H E S S ) :

f r o m  8
w o u l d
9

T h e  C o m m i t t e e  S u b s t i t u t e  r a i s e s  t h e  e x c i s e  t a x  o n  c i g a r e t t e s  
to  1 7 . 5  m i l l s .  T h e  m o n e t a r y  e f f e c t  is t o  r a i s e  t h e  t a x  f r o m  
16 c e n t s  p e r  p a c k  t o  35 c e n t s  p e r  p a c k .
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No. 2

CSHB 80 (HESS) 
HOUSE 3/15/89

M a rc h  9 .  1 9 8 9

A n a l y s i s

1 .  A s s u m e s  e f f e c t i v e  d a t e  o f  l e g i s l a t i o n  I s  J u l y  1 ,  1 9 8 9 .
2 .  T o t a l  c i g a r e t t e  c o n s u m p t i o n  h a s  f a l l e n  s i x  p e r c e n t  p e r  y e a r  f o r  t h e  
t h r e e  y e a r  p e r i o d  e n d i n g  i n  F Y 8 8 .  F o r e c a s t s  u n d e r  p r e s e n t  l a w  a s s u m e  
c o n s u m p t i o n  w i l l  d r o p  t h r e e  p e r c e n t  i n  F Y 8 9  a n d  F Y 9 0 ,  t h e n  r e m a i n  l e v e l  
t h r o u g h  F Y 9 4 .
3 .  Th« i n c r e a s e  I n  c i g a r e t t e  p r i c e s  du e  t o  t h e  h i g h e r  t a x  w i l l  r e d u c e  
c o n s u m p t i o n .  I t  i s  e s t i m a t e d  t h a t  t h e  q u a n t i t y  o f  c i g a r e t t e s  s o l d  w i l l  
f a l l  b y  t h r e e  p e r c e n t  f r o m  t h e  l e v e l  p r e s e n t l y  f o r e c a s t .
4 .  R e v e n u e s  t o  t h e  S c h o o l  Fund  w i l l  d e c r e a s e  b y  a b o u t  $ 7 2 , 0 0 0  e a c h  y e a r  
a s  t h a t  t a x  r a t e  i s  n o t  c h a n g e d  b y  t h e  p r o p o s e d  l e g i s l a t i o n .

Comment

The l a t e s t  I n f o r m a t i o n  i n d i c a t e s  t h a t  A l a s k a  r a n k s  somewhe re  i n  t h e  
b o t t o m  o n e - t h i r d  among s t a t e s  t h a t  l e v y  a  t a x  o n  c i g a r e t t e s .  The  h i g h e s t  
t a x  I s  a s s e s s e d  by  M i n n e s o t a  a t  3 8  c e n t s  p e r  p a c k  and  t h e  l o w e s t  b y  N o r t h  
C a r o l i n a  a t  2  c e n t s  p e r  p a c k .  The s t a t e  o f  A l a s k a  l e v i e s  16 c e n t s  p e r  
p a c k  o n  c i g a r e t t e s .  T h e r e  a r e  t h i r t y - f i v e  s t a t e s  t h a t  l e v y  a  h i g h e r  r a t e  
t h a n  A l a s k a .
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HOUSE COMMITTEE SCHEDULE

February 9. 1989, HESS 

Number 130
The next item on the agenda was HB 80. Chairman Ellis 
turned the gavel over to Vice Chairman Boyer so that Rep. 
Ellis, the sponsor, could speak for the bill.
Rep. Ellis described the bill and explained it would 

increase the cigarette tax increase by 9 cents, bringing 
fho total levy to 12.5 mils per cigar®tt0 . r>r 25 cents per 

pack. He stated that, if passed, this bill would raise an 
additional four million dollars per year to the general 
fund which is enough to pay the salary and benefits of 83% 
cf public health nurses in the state of Alaska. He noted 
that the state was addressing the nicotine abuse problem. 

Number 183
Rep. Furnace revorred to an attachment to the fiscal note 
which indicates that a decrease in the use of tobacco 

products would result in $72,000/year in reduced funds to 
the school fund. He asked if Rep. Ellis intended to 
dedicate that portion of the four million back to the 

school fund.
Chairman Ellis said no, but it was being explored.
Rep. Furnace remarked that if the legislature saw a 

decrease to the school fund then it must look for ways to 

minimize that affect.
Number 229
Rep. Goll asked for an explanation of school tax 
legislation and authorization. He referred to the 

dedication of the school fund.

Number 256
ROYCE WELLER, Assistant Commissioner, Department of 

Revenue, testified that the tax Rep. Goll referred to was 
passed in 1955, was a dedicated revenue, and was under AS 

43.50.090. He said that the legislation before the 

committee would not impact that particular dedication.
Rep. Goll asked why the legislature couldn't add to that 

dedicated tax under that statute.
Mr. Weller responded that was an open question and it had 

been looked into by House Research a couple of years 
earlier. Their conclusion was that it was an open legal 

issue. He stated that the two questions to consider were, 
"Can you change the purpose of a dedication?" and, "Can you 

change the rate of contribution?" House Research came to 
the conclusion that the latter question was open. The 

Attorney General's office has ruled different ways over the 

years.

Number 279
DR. DAVID JOHNSON, Alaska State Medical Association, 

testified in support of HB 80. He said, "Tobacco is 
clearly a primary gateway drug into other drug use and 
abuse in our country. It is the (indiscernible) cause of 

premature death in the United States and the Medical



Association supports this and any other effort that would 
increase the obstacles to the use of tobacco, particularly 
by young people. The use of tobacco by young people is 
very-much quite sensitive. This 9 cent per pack increase 
could be expected to decrease (consumption) among young 
people. Right now, (the tobacco company's are spending) 
two billion, with a "B", dollars a year aggressively 
marketing tobacco products in an effort to replace the 

nearly one million smokers a year who cease using tobacco. 
About one third of those who cease, stop because they are 
dead from tobacco related diseases. About two thirds of 

them quit. The tobacco industry is spending about two 
thousand dollars per new recruit to this addictive 
substance. The tax, as a percent of the retail price of 

5.5,... if you take 5.5 mils from the days back in the 
1950s, cigarettes were under 50 cents a pack. A comparable 
tax - that's $1.75 a pack that the retailers now obtain for 
a pack of cigarettes - would be closer to 20 mils than to 
10 Ltlls. So, we would testify that we would like you to 
look very carefully at the issue that Rep. Goll raised of 
the percent of the price; and the 5.5 mils increasing to 10 
is not a comparable percent of the retail price when this 
was enacted years ago."
Dr. Johnson commented further on health education. He 
assessed the social cost of each pack of cigarettes to be 
in excess of two dollars and called for an increase in 
accountability on the part of this multi-billion dollar 
industry. He stated that the State Medical Association 
strongly supports increasing the state excise tax or. 

cigarettes.
Rep. Gruenberg asked how much the total increase per pack 

would be.
Chairperson Ellis stated that the legislation would bring 
the total levy to 12.5 mils, not 10 as had been erroneously 
inferred earlier, per cigarette, which would come to 25 

cents per pack.

Number 380
DR. ROD WILSON, Anchorage physician and board member of the 
Alaska Chapter of the American Lung Association, testified 
in support of HB 80. He noted that the price of cigarettes 

is elastic. He stated that the way America was handling 
the issue was "one of the greatest shames of the century" 
and that it has been known since the thirties how harmful 

cigarette smoking was. Dr. Wilson stated that "it wasn't 
just when Surgeon General Terry in 1962 came out with his 

famous first report, it was known long before that." He 
remarked that by the end of the century a conservative 
estimate of the number of people killed by tobacco is 20 
million people. He commented that problems of radon, 
asbestos, etc., were minuscule compared to tobacco. He 

noted that he didn't see this tax as a "sin tax" in the 

usual sense because this is a tax on a lethal substance and 
not on pleasure producing substances and activities where 

toxicity is undetermined.



Number 380
PHYLLIS SHORT, community facilitator for Tobacco Free 
Alaska 2000 and life long resident of Kotzebue, testified 
in support of HB 80 from Kotzebue. She stated that a local 
survey revealed that 35% of our junior and high school 
students actually admitted smoking cigarettes, 36% admitted 
to doing tobacco, and 85% had family members who smoked 
cigarettes. She remarked that it is estimated that half of 
the students in Kotzebue junior and senior high school 
smoke cigarettes. Ms. Short said that the current tax does 

not pay for the damage caused by cigarettes. She concurred 
with Dr. Johnson that increasing the price of cigarettes 
discourages use, particularly among youth. Ms. Short 
further stated that with an increased price of 1 0 %, 
consumption by youth decreases by 14%.
Rep. Gruenberg remarked that a number of other states 
permit local governments to levy cigarette tax and asked 
the witness if she had any thoughts on that.

There was no answer.
Number 419
FAWN HELMS, member of the Fairbanks Chapter of Tobacco Free 
Alaska, testified in support of HB 80. She stated that her 

organization would like to see the revenues collected go 
toward a comprehensive survey of tobacco use so that 
specific geographic areas could be targeted for health and 
education programs. She also stated that her organization 
would like to see a comprehensive health curriculum that 

emphasized prevention of substance abuse.
Ms. Helms said, MA male between the ages of 35 and 44 who 
smokes more than two packs a day over his lifetime will 

incur cigarette related medical bills and lost work time 

adding up to an average cost of almost $59,000. A  woman in 

the same category will incur cigarette related medical 
bills and lost work time adding up to an average of about 
$20,000. Absenteeism rates for smokers are approximately 
50% higher than for nonsmokers. Smokers have twice as many 

job related accidents as nonsmokers. According to a study 
conducted by five health economists, the cost to the nation 

due to cigarette smoking is 53.7 billion dollars. This 
translate* into a cost to the economy of over 2 dollars for 
every pack of cigarettes sold in the U.S. In 1985, the 

estimated total for direct costs, meaning expenses for 
health care due to smoking, in Alaska was 52.8 million 

dollars. This is equivalent to $149 for every Alaskan over 

the age of twenty or about $408 for every current smoker in 
Alaska over twenty. According to Dr. William Leese, of the 

Smoking Policy Institute in Seattle, each smoker costs 

their employer an average of over $4000 per year. This 
includes estimated insurance costs, absenteeism, reduced 

productivity, impact on nonsmokers, morbidity and early 
mortality, damage and depreciation of equipment and 
facilities, and maintenance costs. In addition, since the 

state does not provide a smoke free work environment for 
all of its employees, it is risking lawsuits. One example



of this risk can be seen from a 1982 case, Perotti v. Merit 
Systems Protection Board. Irene Perotti, a federal 
employee, suffered from documented asthmatic bronchitis as 
a reaction to side stream cigarette smoke. The ninth 
circuit court of appeals ordered Ms. Perotti's employer to 
provide her suitable employment in a safe environment when 
it was totally smoke free. Eventually, an out of court 
settlement awarded Ms. Perotti $50,000 and a full 

disability retirement pension."
M r . Helms cited another case as an example. She s t a t e d  

that in 1987, Alaska collected about 9.4 million from its 
cigarette tax and in 1988, 8 . 8  million dollars was 
collected? and even if HB 80 were passed, the state still 

would not be close to recovering all the costs of cigarette 

smoking.
Number 473
Rep. Goll asked Ms. Helms if, given the evidence, should 
the state impose criminal penalties for the possession of 

cigarettes.
Ms. Helms replied that at this point that would not be a 

wise move.
Rep. Goll asked, "Why not?"
Ms. Helms responded that with the current problems in 

recriminalizing marijuana she did not think that would be 

possible.

Number 481
KITTY LEW testified from Anchorage in favor of HB 80. She 
concurred with earlier testimony and stated that cigarette 
use by Anchorage students was above the national average. 

Number 520
ROCKY PLOTNICK-WELLER, President-elect of the American Lung 
Association of Alaska, trained and certified health 

educator, testified in support of HB 80. She stated that 
smoking is the most important preventable cause of 

premature death in society and, currently, 35 states tax 
cigarettes greater than 16 cents per pack. She explained 

that the amount of state dollars that go to fund health 
care promotion was very small. Between 61% and 76% of 
Alaskan students have used cigarettes. Of all drugs, legal 
or illicit, cigarettes are the biggest killer, taking 10 00  
lives a day. She cited specific health conditions that 

develop in smokers.

Number 596
Chairman Ellis made an announcement concerning travel.

TAPE 18B, SIDE ONE 

Number 000
Travel and meeting arrangements were discussed.
Since there was no further business to come before the 
House HESS Committee, Chairperson Ellis adjourned the 

meeting at 1 0 : 1 0  a.m.
March 2. 1989. HESS
The next item of business before the committee was HB 80. 

Chairperson Ellis stated there was a CS in members' packets



that needed to be adopted.
Rep. Gruenberg addressed a proposed amendment to the 
cigarette tax bill. He referred to sections 1 and 2, which 
would allow municipalities to levy sales taxes on tobacco 
products that exceed 6 %. He said that 6 % was the tax levy 
cap. It was a local option tool for raising revenue and 
may help to finance local health department efforts. He 
used the Anchorage municipality as an example.

Number 414
Chairperson Ellis stated that he felt the bill was a good 

idea.
Rep. Gruenberg moved the C3 for HB 30.
STEVE KETTLE, Director, Income and Excise Tax Division, 
Department of Revenue, testified on HB 80 from Anchorage.
He asked if the CS would impact the state cigarette tax. 

Chairperson Ellis said that it would not.
Rep. Davis asked how much a pack of cigarettes would cost 
with the proposed increase.
Rep. Furnace said that it was about one dollar and fifty 
cents.
Chairperson Ellis stated that the bill would increase the 
state's share from 16 cents to 25 cents per pack and that 
would raise Alaska from the lower third among states for 
cigarette taxation to the top third.
Rep. Davis felt the tax could be raised even higher.
Rep. Goll asked if there was objection from committee 

members to raising the tax higher.
Chairperson Ellis stated that to his knowledge only the 
tobacco interests have objected to that. He said that when
he chose the proposed increase, he chose a number he

thought would have the best chance of passing both bodies 

of the legislature.
Rep. Gruenberg recalled that when the legislature passed an 
increase in the cigarette tax in 1985 or 1986, there was an

intent included in the bill. He said that the intent was
that the funds be used to "promote wellness." He felt that
the intent could still be applied to the proposed increase

before the committee.
Chairperson Ellis said there might be concern that a large 
increase at the state level might reduce incentive to 

increase the tax at the local level. He said that sales

taxes were more appropriately applied at the local level

and that was one of the reasons that he personally opposed 

a statewide sales tax.

Number 494
Rep. Gruenberg commented he didn't think that the tax cap 
applied to the kinds of sales taxes under question.
Rep. Goll asked why the proposed legislation uses the 
milage value rather than the dollars and cents value in 

assessing the tax.
Mr. Kettle stated that because there were various package 

sizes, volumes and weights that tobacco products are sold 

in, and since the tax would be somewhat less than a penny 
per cigarette, it would make sense to keep the assessment



on a milage rate. He said that the current system was 
based on a railage rate, and for simplicity and efficiency, 
it would be better to keep the same system.
Rep. Jacko asked how the tax would apply to other tobacco 
products, such as pipe tobacco or chewing tobacco.
Number 536
Chairperson Ellis replied that the tax wouldn't affect 
those products, and until last year, individuals who 
purchased tobacco products other than cigarettes paid no 

tax to the state treasury.
Rep. Jacko was concerned that this tax increase would 

provide the incentive for high school students to switch 

from smoking cigarettes to smoking a pipe.
Rep. Gruenberg remarked that in his amendment regarding the 
local t ration he had inserted the words "or tobacco 
products" so that an option to expand or contract the tax 

would be available.
Rep. G uenberg brought another area of concern to the 
attention of the committee. He referred to a U.S. Supreme 
Court case which prohibited a state from imposing a sales 
tax on purchases made by mail order from out of state. He 
said that, although Alaska doesn't have a statewide sales 
tax, that Supreme Court case affects the excise tax before 
the committee. Rep. Gruenberg remarked that a business 
could escape both the state and local sales tax by ordering 
tobacco out of state. He said that the receiving state 
can't tax the sale, but they can tax it in the state where 
the product was sold. Rep. Gruenberg explained that the 
proposed tax would create a disincentive to buy from local 
merchants. He commented that the National Conference of 
State Legislatures was quite concerned about that. He said 

that a number of state legislatures are urging the federal 
government to pass legislation allowing the taxation of 

imported goods.
Number 591
Rep. Goll asked how the proposed tax compares with the 
existing taxes on pipe tobacco, chewing tobacco and cigars. 
He asked how the milage levels worked.
Rep. Furnace left.

TAPE 31, SIDS 2 

Number 000
Mr. Kettle stated that the current milage rate was eight 

and the bill would add two, making a total of ten. That 
total, multiplied by 20 cigarettes per pack, equals 20 
cents per pack. He added that the tax on other tobacco 
products is currently 25% of the wholesale price and that 

price can vary throughout the state and throughout the 
year. Mr. Kettle said the tax is levied on the wholesale 
price because those products are sold in various shapes, 
sizes and weights. He stated that the tax raises somewhere 

between $500,000 and $700,000 per year.
Rep. Goll remarked he was satisfied with that information 
and it was his intent to move that the tax be increased 

from the current proposal of 10 mils to 15 mils.



Chairperson Ellis stated he was setting the bill aside 

temporarily.

March 2. 1989. HESS 
Number 431
House Bill 80 was brought back to the table.
Rep. Gruenberg referred to a suggested amendment that Rep. 
Goll made earlier in the meeting pertaining to the Youth 

Commission and a minimum age requirement of its members.

He stated that he would have supported such an amendment if 

it had come to a vote.
Rep. Davis moved that the excise tax in the CS be increased 

from 10 mils to 15 mils.

Number 468
Rep. Gruenberg expressed his concern that the practical 
effect of such a high tax may be to divert money from a 
local tax base. He was concerned that Anchorage would be 

affected.
Chairperson Ellis cited figures indicating that the tax per 

pack of cigarettes levied would be 30 cents under a 15 mils 
rate. He went on to state his support for the amendment. 
Rep. Davis addressed Rep. Gruenberg and his concern and 
asked if he had any figures to exemplify his concern.

Rep. Gruenberg indicated he did not.
Rep. Jacko expressed his support for the amendment.

Rep. Davis restated the motion to amend line 25 to read 

M15" and not "1 0 ."
Hearing no further discussion or objection, it was so 

ordered.

Number 524
Rep. Boyer moved that the CS for HB 80 pass out of 
committee by unanimous consent with individual 

recommendations.
Hearing no objection it was so ordered.
Chairperson Ellis asked that committee members think about 

acupuncture legislation before the next meeting.

Number 531
Since there was no further business to come before the 

House HESS Committee. Chairperson Ellis adjourned the 

meeting at 10:02 a.m.



HOUSE FINANCE COMMITTEE MEETING MARCH 13. 1989_____________________________HB 80
HB 80 "An Act increasing the excise tax on cigarettes."

CS HB 80 (HESS) was reported out of committee with a 
"do pass" recommendation and a fiscal note dated 
3/9/89 by the Department of Revenue.

Co-Chairman Larson announced that the discussion of HB 80 
would be teleconferenced in order to receive testimony from 
two individuals in Anchorage. He discussed the bill, 

sponsored by Representatives Ellis and Koponen. The original 
version of the bill, he stated,, would increase the excise tax 
on cigarettes from 5.5 mills to 10 mills per cigarette. The 

HESS Committee CS raised the tax to 15 mills, which represents 
a hike of 30 cents per pack, he told the committee. He said 
that it also amends current law limiting municipal sales tax 
rates by exempting tobacco products, allowing municipalities 
to tax cigarettes at a higher rate than other items. The 
co-chairman pointed out a fiscal note by the Department of 

Revenue indicating an increase in state revenues by $9,182.7.
He said that Representative Ellis would discuss the bill with 
the committee.
REPRESENTATIVE JOHNNY ELLIS, BILL CO-SPONSOR, noted that, in 
addition to raising the mill levy from 16 to 35 cents per pack 

of cigarettes, the bill would allow municipalities to raise 
the local share of taxes on cigarettes above the six mill 
statutory cap. There would be no change in the 2.5 mill 

school tax, he said.
Representative Ellis explained that the cigarette tax is a 
sort of "user fee." Disease, disability, state medical 
expenditures, and lost productivity are the results of the use 
of tobacco, he pointed out. Thus, "the current tax does not 
pull its weight," he said, "in terms of the cost to the 
state." The tax would result in over $9.0 million in revenues 

raised in the first fiscal year, with over $8.5 million raised 
in succeeding years, he noted. He said that, in spite of the 

prohibition against dedicated funds, he would support the use 
of the tobacco tax income for health and educational programs 

related to the dangers of tobacco.
Alaska's tax rate on tobacco is in the bottom third in the 
nation, Representative Ellis told the committee. Of all the 
states, he said, Minnesota's tax is the highest at 38 cents 
per pack, and North Carolina's is the lowest at 2 cents per 
pack. This change would put Alaska in the top third in the 

U.S., he noted.
Representative Ellis stated that his original proposal was to 
tax cigarettes at the rate of ten mills. He said that, in the 

HESS committee, it was suggested that the rate be raised to 

fifteen mills.
The public is ready for this user fee, Representative Ellis 

said. He pointed out that budget forums in Anchorage and 
elsewhere in the state indicate that the people would like to 

see cigarettes carry their own weight in terms of the state 

budget.
Co-Chairman Larson noted that the committee substitute would 
remove the 6% cap on municipalities. He wondered if the



intent of the bill was to allow municipalities to tax tobacco 
so high as to prohibit sales of the substance, creating 
"smokeless" communities that might conflict with those 
bringing cigarettes in from outside.
Representative Ellis responded that killing tobacco sales was 
not the intent of the legislation. He said that he favors 
decisior-making by the people and that municipalities should 
be able to decide on whether to increase taxation.

Co-Chairman Hoffman asked why the dedicated fund for education 
would remain the same under the bill. Representative Ellis 
answered that, although the HESS committee is always looking 
for new funding for public education, he had been advised not 

to tamper with the grandfather rights of the funding for 
education. A significant increase in that area would damage 
its constitutional protections, he explained.
Representative Barnes referred to a public meeting in 
Anchorage regarding the budget. She stated that one message 
heard "loud and clear" was that the people would look for 
budget cuts prior to any new taxes. She wondered if 
Representative Ellis had proposed any budget cuts before 

instituting new taxes.
Representative Ellis responded that he had compiled a list of 
areas for reductions in state spending. He noted the 
difficulty in cutting statutorily mandated health programs, 
although he said that the health budget is no "sacred cow."
He pointed out that the $9.5 million in revenue from the 

proposed cigarette tax increase would allow the state to 
maintain some of those health programs. He offered to work 
with the committee in making budget reductions as well as 
helping to find new revenues.
Representative Barnes stated opposition to new taxes. She 
said that she would oppose the tobacco tax on that basis. 
Beginning the teleconference portion of the meeting, 
Co-Chairman Larson told the committee that Mr. Dwight Lee 
would like to testify on the tobacco tax.
DWIGHT LEE, PhD, PROFESSOR OF ECONOMICS AT THE UNIVERSITY OF 
GEORGIA, via teleconference from Anchorage, told the committee 

that he had come to Alaska under the sponsorship of Common 
Sense of Alaska, Inc., in order to discuss the issue of 
taxation in relation to the future of the Alaskan economy. 

During hia c a r e e r  as a professor of economics, he noted, he 
had specialised in the economics of taxation and had analyzed 

excise taxation in detail.
In most cases, Dr. Lee stated, excise taxes are inefficient 
and unfair, especially the cigarette excise tax. He noted that 
the proposed tax increase would harm Alaskan retailers and 
merchants and would not result in the revenues discussed 

before the committee.
Dr. Lee said that cigarettes are the number one product sold 

in American convenience stores, representing an average of 19% 
of all convenience stores sales. They contribute about 10% to 

drugstore sales, he added. He noted that, after the last 
increase in Alaska's cigarette excise tax in 1986 from eight 

cents a pack to sixteen cents a pack, per capita cigarette



sales had dropped from 128.9 packs in 1985 to 110.4 packs in 
1987. He said that, in 1988, per capita sales in Alaska had 
plummeted to 80 packs in 1988. This significant drop, he 
said, does not reflect a drop in smoking in Alaska, but an 
increase in sales to the local military bases, where 
cigarettes are available at $1.60 less per carton than in the 
local convenience stores. He told the committee that, if the 

proposed increase goes into effect, anyone buying cigarettes 
at military bases directly or indirectly will save about $3.50 
per carton. Thus, he said, avoiding the tax would be quite 

easy.
Dr. Lee told the committee that, if the increase passes the 

legislature, a 19.4% decrease in cigarette sales by Alaskan 
retailers will occur, which means a $1 0 . 0  million loss in 
annual sales. The loss of every carton of cigarettes also 
means a loss of about $5.00 in collateral purchases, he noted, 
representing another $4.2 thousand in lost sales, for a total 
of almost $15.0 million lost as a consequence of raising the 

cigarette excise tax.
Alaska should be pursuing a transition from an oil-based 
economy to a more diverse economy, Dr. Lee stated. He said 
that a $15 million sales loss on retailers would not be 
helpful in this regard.
The excise tax on tobacco is the most regressive of all taxes 
levied in the U.S., Dr. Lee added, imposing a greater tax- 
burden on the poor than on the wealthy. He noted that a study 
by the Citizens for Tax Justice indicated that excise taxes on 
tobacco products took seven times more as a percentage of 
income from those with incomes below $9,000 a year, in 
comparison with those whose incomes exceeded $60,000 a year. 

This disproportionate burden on the poor, he stated, would be 
worse in Alaska than this figure indicates because, in Alaska, 

the poor tend to live in remote areas far from military bases. 
Dr. Lee concluded that the state will realize little advantage 
and serious disadvantages from the proposed cigarette tax 

increase.
Representative Brown pointed out the positive social effects 
of discouraging smoking, particularly to young people who are 

most sensitive to increasing the costs of tobacco products.
She asked Dr. Lee's view of the use of taxation as a means of 

discouraging the use of such a harmful substance.
Dr. Lee said that the use of taxes to discourage teenage 
smoking is a "blunt instrument," in that it imposes a cost on 

all smokers, including the poor. He said that the issue is 

best handled by education and by parental discipline, 
suggesting that the legislation would affect merchants more 

than teenagers.
Representative Barnes noted that the only way for military 
people and their dependents to dispose of products bought on a 

base would be illegal and that he was referring to a black 
market. She expressed doubts that such a black market exists, 
especially since military personnel are allowed to purchase 

only four cartons of cigarettes at a time.
Dr. Lee stated that people do take advantage of the cheaper



prices of cigarettes on bases through smuggling, especially 
when local taxes make prices high.
Co-Chairman Larson asked about impacts on retailers in the 
state of Minnesota, where the cigarette excise tax stands at 
38 cents a pack. Dr. Lee said that, in 1987, Minnesota raised 
its tax by 12.5% and, in 1988 sales had dropped by 12.1%. He 
noted other examples of states whose sales dropped after 
tobacco excise taxes had been raised. This event was marked 
in states surrounded by states that taxed tobacco at a lower 

rate, he pointed out. By saving a few cents per pack in 

neighboring states, he said, a two-pack-a-day smoker car. save 
hundreds of dollars a year.
Responding to questions from Co-Chairman Hoffman, Dr. Lee 
stated that tobacco is a significant producer in Georgia, his 
home state, although it is not the number one producer.
(Tape change: HFC 89-36, Side 2)
NEIL COOPER, ANCHORAGE BUSINESSMAN, testified in opposition to 
HB 80, explaining that business in Alaska is rough. He said 
that if the Anchorage municipality levied a cigarette tax, 
greater competition with businesses outside of the 
municipality of Anchorage would erupt.
Mr. Cooper stated that, in Anchorage, because the municipality 
requires annual motor vehicle inspections at a cost of $35, a 
number of people had registered their cars in neighboring 
communities in order to avoid the tax. Allowing 
municipalities to levy taxes other than general sales taxes, 
he said, would cause a tremendous drop of revenues in 
Anchorage.

Mr. Cooper questioned the equity of taxing specific 
businesses, which he considers discriminatory. He concluded 
that the state does not need taxation and regulation such as 
that proposed in HB 80.
ROCKY PLOTNICK-WELLER, PRESIDENT-ELECT, AMERICAN LUNG 
ASSOCIATION OF ALASKA, told the committee that she is now 

serving on the national board of the ALA. She added that she 

is trained as a health educator and has conducted smoking 
cessation workshops in Juneau for the past few months. She 
reminded the committee that her father, Danny Plotnick, who 
served in tha House of Representatives, had died of lung 

cancer aftar smoking two packs a day for thirty years.

The American Lung Association is in favor of HB 80, Ms. 

Plotnick-Weller told the committee, noting that smoking 
remains the single most important preventable cause of death 

in the U.S., killing 390,000 Americans every year. The age at 

which children start smoking keeps falling, she added, with 
most starting by the eighth grade and 25% starting smoking by 
the sixth grade. She noted that a recent survey by the 
American Council on Education shows a dramatic increase in the 
number of college freshmen who smoke. From 1987 to 1988, she 

said, the rate of smoking rose from 8.9% to 10.1%.

Ms. Plotnick-Weller told the committee that Dr. George 
Lundberg, the editor of the American Medical Association 
journal, had stated that tobacco kills 1,000 Americans each 

day, compared with 350 killed daily by alcohol, 3 - 5 by



sedatives and depressants, and 2 - 10 by cocaine.
Tobacco is considered one of the gateway drugs, Ms. 
Plotnick-Weller emphasized, which leads to other drug use. 
Fewer legal restrictions exist today on children's access to 
tobacco products than in 1964, she noted. Excise taxes do 
deter the use of tobacco, she said, as reported by the 
national Conference of State Legislatures. She said that this 

is especially true among teenagers.
Ms. Plotnick-Weller stressed the addictive nature of 
c i g a r e t t e s  a n d  other forms of tobacco. She said that the 

argument for increasing the tobacco tax relates to the causal 

relationship between higher cigarette prices and lower 
cigarette consumption, particularly among young people. From 
an economic point of view, she acknowledged, the tax might 
affect some people's incomes, especially those involved in the 

tobacco industry. She maintained that the health costs 
incurred by those who continue to smoke are far greater than 

those economic losses. The American Lung Association supports 
the "user fee" for those who use this product that "kills when 

used precisely as intended," Ms. Plotnick-Weller said.
Ms. Plotnick-Weller pointed out to those who criticize tobacco 
excise taxes as "regressive" that nothing is more regressive 
than the financial costs that occur from smoking-related 
illness.
DWAYNE PEOPLES, DIVISION OF PUBLIC HEALTH, DEPARTMENT OF 
HEALTH AND SOCIAL SERVICES, echoed Ms. Plotnick-Weller's 
comments on smoking. He said that, nationally, the cost is 
estimated in the billions due to loss of productivity and 
health care costs associated with smoking. It is a leading 
cause of cancer, heart disease, and other cardiovascular 

medical problems that result in the need for medical care and 
in premature death, he said. He told the committee that 

smoking has a great effect on the Alaskan health care delivery 
system and on the state, as a dominant financer of health 
care. He concluded that the Department of Health and Social 

Services supports HB 80.
GARY MILLER referred to Dr. Lee's comments that the poor would 
be hit harder by an increase in the cigarette excise tax. He

asked why the poor are spending their money on cigarettes.
Mr. Miller s a i d  that, as the father of two young children, he 
resents the efforts by the tobacco company to hook children on 
cigarettes. He said that the excise tax would increase the 

price of cigarettes to the point that more smokers would stop 
smoking and new smokers would be prevented from starting. He 

said that kids are poor and they won't spend a lot of money on 
cigarettes as the price rises. He urged the committee to vote 

favorably on HB 80.
SHERRIE GOLL, ALASKA WOMEN'S LOBBY, testified in support of HB 

80. She said that the Women's Lobby supports the bill not 
only because of the health benefits enjoyed by those who are 
deterred from smoking, but also because of the bill's 

revenue-generating ability. As an advocate for women and
children, Ms. Goll said, she is concerned about the current
budget crisis. Hearing that the legislature has been thinking



about cutting COLAs on AFDC or short-funding public education, 
she told the committee, the lobby decided to examine and 
support revenue-generating activities.
Co-Chairman Larson asked Mr. Lee if, in the Lower 48, local 
governments have decided to go smokeless or to raise tobacco 
taxes higher than in the surrounding state. Dr. Lee said that, 
in Illinois, both Cook County and Chicago had raised taxes 

that are much higher than in the rest of Illinois. He noted 
that cigarette sales had dropped dramatically in both of those 
areas because people buy their cigarettes in surrounding 

low-tax areas. Dr. Lee said that he had never heard of a 
community that totally prohibits the sale of tobacco. 
Representative Ulmer MOVED to report HB 80 out of committee 

with individual recommendations. She asked for unanimous 
consent. Representative Phillips and Representative Shultz 

OBJECTED.
Representative Ulmer noted that 35 states levy a tax that is 

higher than Alaska's cigarette tax. She said that, by raising 
its tax on tobacco, Alaska would join the national average in 
terms of the amount levied. According to her recent mailout 
budget survey of the Juneau population, Representative Ulmer 
stated, 90% of the respondents stated their approval of an 
increase in taxes on alcohol and cigarettes. She said that 
Alaskans do not want to encourage smoking because it is such a 
significant health hazard. Representative Ulmer encouraged 
members to support the bill, thereby discouraging smoking and 

raising revenues.
A roll call vote was taken on Representative Ulmer's MOTION.

IN FAVOR: Swackhammer, Ulmer, Wallis, Brown, Koponen,

Rieger, Hoffman, Larson.
OPPOSED: Barnes, Phillips, Shultz.

The MOTION PASSED, 8 - 3 .  CS HB 80 (HESS) was reported out of 
committee with a "do pass" recommendation and a fiscal note 

dated 3/9/89 by the Department of Revenue.
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C l(,AKL I It I AK KAIt AND RLVLMJt, 1949 • 1VU/

CI CAKE I IE 1AX RA1E (CENIS PER PACK) Cl CARE I IE I AX REVENUE (1 1 ,0 0 0 )

DEDICATED ADDITIONAL DEDICATED ADDIIIONAL
TEAR TAX TAX TOTAL TAX TAX' TOTAL

49 5 0 5 299.8 0.0 299.8
50 5 0 5 442.6 0.0 442.6
51 5 0 5 643.1 0.0 643.1
52 5 0 5 808.6 0.0 808.6
53 5 0 5 825.1 0.0 B25.1
54 5 0 5 825.5 0.0 025.5
55 5 0 5 1,015.8 0.0 1,015.8
56 5 0 5 1,127.0 0.0 1,127.0
57 5 0 5 1,041.6 0.0 1,041.6
58 5 0 5 0.0
59 5 0 5 0.0
60 5 n x n a W.u
61 5 6 5 0.0
62 5 3 8
63 5 3 8
64 5 3 8
65 5 3 8 1,303.1 781.9 2,085.0
66 5 3 8 1,638.1 982.9 2,621.0
67 5 3 8 1,530.0 918.0 2,448.0
68 5 3 8 1,576.3 945.8 2,522.0
69 5 3 8 1,643.8 986.3 2,630.0
70 5 3 a 1,694.4 1,016.6 2,711.0
71 5 3 8 1,854.4 1,112.6 2,967.0
72 5 3 8 2,015.0 1,209.0 3,224.0
73 5 3 8 2,015.0 1,209.0 3,224.0
74 5 3 8 2,143.8 1,286.3 3,430.0
75 5 3 8 2,521.1 1,511.6 4,032.7
76 5 3 8 2,883.7 1,733.6 4,617.3
77 5 3 8 3,033.0 1,817.7 4,850.7
78 5 3 8 2,886.6 1,740.6 4,627.2
79 5 3 8 2,756.5 1,654.0 4,410.5
80 5 3 6 2,679.7 1,602.8 4,202.5
81 5 3 8 2,857.0 1,714.7 4,551.7
82 5 3 8 3,067.0 1,827.0 4,894.0
85 5 3 8 3,306.0 2 ,000.0 5,306.0
84 5 3 8 3,391.0 2,000.0 5,391.0
85 5 3 8 3,295.0 2,000.0 5,295.0
86 5 11 16 2,833.0 4,938.2 7,771.2
87 5 11 16 3,239.0 6,657.2 9,896.2

JKCL: Alaska Department of Revenue •

Revenue from tlie tli.clu.ited poil lun of the tax are deposited in the "School Fund" and arc
fur u|>piopri<it IOII to the Department of Education for the exclusive purpose of school con

’. he/Lime from the addltlOII.ll t.lA ale depos ted in the general fund and may be u|4 >rupriatc<

p.iii'il tiy the lli'ii .v Re .<,.11 ill Ajiiiiy 11 l<i n.ii y 1988, (88.1/3).

ROIES:

1949--Tobacco Tax Act enacted. Tax lev ied  on a l l  types of 
tobacco products at varying r a t e s .  Receipts deposited 
in the School Fund and dedicated to school construction.

1955•-Tobacco Tax Act repea led and rep laced with the Cigarette  
Tax Act. Tax o f  2 .5  m i l l s  le v ied  on c iga re t te^ .
Receipts deposited in the School Fund.
1959--Statehood. Dedicated taxes , except fo r  those ex is t ing 
p r i o r  to  r a t i f i c a t i o n  o f  the c on s t i tu t io n ,  prohib ited .
1961 --Add it iona l tax o f  1 .5  m i l l s  lev ied  on c iga re t te s . 
Receipts deposited in the genera l fund.

1 985 - -Additional tax ra ised  to 5 . 5  m i l l s .
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I.ARl III 1 AX RAIL AMI RlVlMJt, 1949 198/

C1 CARL lit 1 AX RAIE (CENTS PLR PACK) Cl LAKE ME IAX REVENUE (SI 000)
DEOICAl ADDIIIONAL DLDICAIED AUDI 1IONAL

TtAR I TAR IOIAL TAX TAR TOTAL

49 0 5 299.8 0.0 299.8
50 0 5 442.6 0.0 442.6
51 0 5 643.1 0.0 643.1
52 0 5 808.6 0.0 808.6
53 0 5 825.1 0.0 825.1
54 0 5 825.5 0.0 825.5
55 0 5 1,015.8 0.0 1,015.8
56 0 5 1,127.0 0.0 1,127.0
51 0 5 1,041.6 0.0 1,041.6
58 0 5 0.0
59 0 5 0.0
60 0 5 0.0
61 0 5 o!o
62 3 8
63 3 8
64 3 8
65 3 8 1,303.1 781.9 2,085.0
66 3 8 1,638.1 982.9 2,621.0
67 3 8 1,530.0 918.0 2,448.0
68 3 8 1,576.3 945.8 2,522.0
69 3 8 1,643.8 986.3 2,630.0
70 3 8 1,694.4 1,016.6 2,711.0
71 3 8 1,854.4 1,112.6 2,967.0
72 3 8 2,015.0 1,209.0 3,224.0
73 3 8 2,015.0 1,209.0 3,224.0
74 3 8 2,143.8 1,286.3 3,430.0
75 3 8 2,521.1 1,511.6 4,032.7
76 3 8 2,883.7 1,733.6 4,617.3
77 3 8 3,033.0 1,817.7 4,850.7
78 3 8 2,886.6 1,740.6 4,627.2
79 3 8 2,756.5 1,654.0 4,410.5
80 3 8 2,679.7 1,602.8 4,282.5
81 3 8 2,837.0 1,714.7 4,551.7
82 3 8 3,067.0 1,827.0 4,894.0
83 3 8 3,306.0 2,000.0 5,306.0
84 3 8 3,391.0 2,000.0 5,391.0
85 3 8 3,295.0 2,000.0 5,295.0
86 11 16 2,833.0 4,938.2 7,771.2
87 11 16 3,239.0 6,657.2 9,896.2

NOTES;

1949--Tobacco Tux Act enacted. Tax levied on all types of 
tobacco products at varying rates. Receipts deposited 
in the School Fund and dedicated to school construction.

1955--Tobacco Tent Act rcpeuled and replaced with the Cigarette 
Tax Act. Tax of 2.5 mills levied on cigarette^.
Receipts deposited in the School Fund.

1959--Statehood. Dedicated tuxes, except for those existing 
prior to rot I f I Cut I Oil Of the Cufisliiuiiun, pi oil tui icu.

1961 --Additional tax of 1.5 mills levied on cigarettes. 
Receipts deposited in the general fund.

1985--Additional tax raised to 5.5 mills.

SOURCE: Alaska Department of Revenue. .

1. Revenue from the dedicated fortiori of the tax arc deposited in the "School Fund" and arc available 
for appropriation to the Department of Educatio.i for the exclusive purpose of school construction.

i .  Revenue from the additional tax arc deposited in the general fund and may be appropriated for any purpose.

I'i I'pul l-iI by the Him .e- Re:.ear ch Agency, I i-bi u.iry 1988, (88.1/i).
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TECHNICAL AND POLITICAL FACTORS TO CONSIDER IN 

CHANGING TAX POLICY 70 INCREASE 

THE CALIFORNIA TOBACCO TAX

1 . Substance of the tobacco tax Increase proposal

a. Amount .of Increase

1) How much should It be? Comparison with othor states?
2) What number would minimize problem for machine vendors?
3) Cigarettes only or proportionate Increase for other tobacco 

products?

4) Is the amount of the Increase and the amount of revenue 
raised In consonance with the social rationale for the

i t i e r  o a S o ?

Effective date of the Increase

1) What date would create the fewest administrative problems 
for the agency which would collect the tax?

2) What date would create the fewest problems for those who pay 
the tax...distributors, machine vendors, etc.?

CollectIon of the tax

1) Which agency should be responsible for collection?
2) Administrative costs of collecting 35 cents as compared to

10 cents.

Use of revenue derived from the tax

1) Should entitlements to proceeds from current tax be
preserved? What are the rationales?

2) Earmarking assuming proceeds of the Increase would go toward 
smoking prevention education, research for smokIng-related 

diseases and provision of health care for the Indigent, how

will decisions be made as to:

a) Operational defInitIons of "education", "research" and 

"health care"?

b) Specific activities which fall within the operational 

defInitIons.
c) Whether all Implementing programs are administered by 

public employees only or whether the state will contract 

with private agencies for services.
d) Percentage distribution among education, research and 

health care.

e. Administration of distribution of tax proceeds

1) Should statutory provision be made for a gross division of 

proceeds to administering agencies (e.g., 1/3 to department 
of Education to administer research and health care 

programs) and rely on each Department to Implement by 

regulatIon?
2) Create advisory committee and stipulate composition?



w -

3. Require distribution to go through budget appropriation 
process with all proposed expenditures subject to 
legislative review?

f . Administering state agencies
1) One (e.g., OHS) or several (e.g., DHS, DOE, UC).
2) Existing agency or create new one?
3) How do other states do It?

g. Maintenance of effort

1) Device to be used (e.g., "state shaii not expend less dollar

amounts than expended In 1987-88 fI sea I year for Medl-Cal,

health care for the Indigent, etc.").

2) Important that all new revenues seen as funds to augment

existing programs, not as substitute for present funding.
Critical because tax Is designed to reduce smoking, will 

therefore eliminate Itself If successful.

h. Should bill proposal be Identical to initiative proposal so that 
proponents can argue that the legislative process was attempted 
without success and therefore the people must take the matter 
Into their own hands?

I. Who are the Interested parties In a proposed tax increase? Which 
among them have sufficient power that they can Influence the 
polIcy outcome?

- 2 -

A

2. Political questions which must be addressed whether attempting to 
enact legislation or passing an Initiative

a. Legislative strategy must be consistent with initiative strategy.

b. A thoughtfully developed, philosophically consistent, rationale 
Is needed for:

1) Earmarking for specific purposes and no others.
2) Why cigarettes (all tobacco?) and not other harmful 

substances (e.g., alcohol).
3) The user-fee concept.
4) social Justification for requiring smokers to pay health

care costs, smoking prevention education costs, and smoking- 

related disease research costs.

c. Should the coalition which sponsors the bill be the same as the 

one which sponsors the Initiative?

1) Who would do the lobbying?

2) Who would finance the Initiative?



Pub I ic opinion survey research on fundamental policy quest Ions.

1) To what extent would non-smokers support an increase in tax?

2) To what extent would smokers support an i ncrease?

3) How much of an Increase?

4) Priority uses of the proceeds.

5) Support for user-fee concept.

6) Support for distributing proceeds to non--health related

u se s.

Coordinate vs. separate Individual media relations strategy.

M _ .  .  I L. I I I 4 .J A J I AM I MJI <* 1 W fa* %• I —> — I* — - — I _ _ t J . -  - _ Jk . _ _ .r u a a  i u  i i i i /  v i  u o v o  i v h  a  i w w w /  1 1  >y y a m u  \j  i a i l  , u r  m y  a
lobbying control committee, and getting advance commitments for 
execution. Hold weekly strategy sessions during legislative 
cons I derat Ion.

Development of major arguments which can be made:

1) In favor
2) against
3) proponent's responses to opponent's arguments 

Strategy for approaching the opposition

1 ) Who will comprise the opposltlon-clgarette manufactures, 
distributors, retailers, vending machine operators, etc.?

2) How committed Is each likely to be?

Authorship of legislation

1) Chairman of Revenue and Taxation Committees In each house?

2) As many co-authors as possible?

3) Bl-partlsan?
4) Better one party or the other?

Initiative planning 

Survey of potential supporters

1) Will you support?

2) Resource Commitment?

3 ) When?

Public opinion survey research

1) Benchmark Survey

2) Who pays?

Creation of preliminary planning committee

1) SmalI as possible?
2) Comprised of certain supporters only?
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d. PPC discuss possibilities with campaign management firms

1) Interest In taking the yes campaign.
2) Possible strategy?
3) Probable cost of a winning campaign.

o. PPC discuss possibilities with professional fundraisers

1 ) Intereot
2) Potential

4. Initiative planning

a. organizational structure of sponsoring coalition

1) Umbrella for all supporting parties.

2) Steering committee (money).
3) Executive committee (more money).
4) Control committee which will direct campaign consultants and 

other officers of the campaign committee (lots of money).

• b. Retain:

1) Legal counsel
2) Professional fundraiser
3) Campaign consultant

c. Campaign budget:

1) Minimum/optimum.

d. Public opinion survey research.

e. Initiative timing flow chart.

f. Draft initlatIve proposal.

g. Circulation of pet Itlons/qualIfIcatIon strategy.

DB12



The Facts About
CHILDREN AND TOBACCO

Efforts which prevent or postpone the onset of tobacco use have the greatest potential to reduce the number 
of users.
► 90% of all smokers start by age 19 and 60% start by age 14, four years before they are legally entitled 

to smoke in California.
► 34% of California 9th graders and 31% of 11th graders smoked within the last six months. (January, 

1986)
► Smoking rates among young people have not declined at the same rate as smoking among adults. 

Smoking among young females is significantly above their male counterparts.
► 16 percent of males between the ages of twelve and twenty-five use some form of smokeless tobacco. 

25 -35  percent of adolescent males (in some regions) currently use smokeless tobacco.
► 34% of Californians between the ages of eighteen and twenty-four smoke compared to 18% of those 

over the age of 65.
► Nationally, 3,279,000 children between the ages of twelve and seventeen smoke an average of 16 

cigarettes each day.

CAN A TOBACCO TAX KEEP CHILDREN OFF TOBACCO?

► The proposed tobacco tax will earmark 20% of revenues — $130 million annually — to "programs 
for prevention and reduction of tobacco use, primarily among children, through school anc 
community health education programs."

► Health eduction taught well, works. The Centers for Disease Control in Atlanta report ’one of the 
most interesting behavior changes is the delay of onset of cigarette smoking." If all elementary school 
children partfcipetod In a good program, 150000 fewer 12-year olds would start smoking each year.Y'-t+J * • • **.

► A good health education program costs as little as $6 per student each year.
j

► Children and teenagers are influenced by the price of cigarettes when deciding to smoke. Experts 
predicted that a 16 cent increase in the Federal tobacco tax would cut the number of smokers under 
the ago of 19 by 800,000 nationwide.

► A 25 cent tax increase in California could discourage as many as 100000 children and teenagers 
from using tobacco each year.

COALITION

CALIFORNIAr • 11



COALITION
Public Opinion

CALIFORNIA About Tobacco Use

What voters know and feel about tobacco use affects the final outcome of the campaign, hyt it may
net be decisive. Advertising by the tobacco industry can confuse and mislead voters.

However, the declining number of smokers and changing public opinion about fne issue may create
obstacles which the tobacco companies cannot overcome.
► Only 25% of California adults smoke, down from 32% in 1980. Of the five million Californians still 

smoking approximately 25% tried to quit during the last Great American Smokeout in November 1987.
► 68% of Californians favor the provisions of the Tobacco Tax and Health Protbction Act, 27% are opposed 

and 5% are undecided. Of the 68% in favor, 56% are "strongly” in favor. The 56% "strong” support 
will be exceptionally difficult for tobacco industry advertising to overcome. (1987)

► 77% of smokers surveyed by the Gallup Poll said they would like to stop smoking, up from 66% in 
1981. (1987)

► 47% of teenagers support a nationwide ban on tobacco sales. Well over 50% of above average students 
living in the East support the idea. Rou jhty 70% of the same students support a tan on selling tobacco 
to those under 21 years of age. (1988)

► College students assign smoking the rank of 3rd among activities with the greatest risk. (1987)
► 87% of Americans, smokers and non-smokers alike, now believe companies should either ban smoking 

a2 work totally or restrict it to designated areas. (1986)
► 94% of Americans believe smoking is hazardous to health. (1988)
► 75% of all Americans believe that smokers should not light up in the presence of non-smokers. (1986)
► b7% of C aM fem S e ris  support increasing the tax on tobacco products to fund parks and recreation 

areas. (1967)



COALITION
M M M  what Smoking Costs
CALIFORNIA Your Company
1 d  ------------------------------------------------------------------------------------

► An employer can save at least $345 per employee every year during the first three years after they 
quit smoking. In Los Angeles, the savings estimate is $675 each year.

► Employees who quit smoking continue to save company money in years four through ten at the rate 
of $224 per year.

► Assuming 30% of employees smoke, a company which has 5000 employees will save $1552500 
over the first three years if all its employees stop smoking. A similar sized Los Angeles company 
will save $4,657500 over three years.

► A large employer with 50500 employees would have 15,000 smokers and save $15525,000 in the 
first three years of its smoke free environment.
It is unrealistic for any company to plan on total success in smoking cessation efforts, but savings 
are evident at every level of success. Whore do the savings come from?

► Smokers use 50 percent more sick leave, and have fifty percent more use of the health care system.
► Smokers have twice the mortality rate during working years.
► Smoking wastes 6 percent of an employees work time.
► Smoking increases the health care costs for employees affected by "second hand" smoke.
► Working in the presence of smokers reduces morale and productivity among non-smoking personnel.
► Smoking increases maintenance and cleaning costs and requires a much larger investment in air 

conditioning and circulation.
► Of the total CaWomia health care bill of $354 billion in 1983, it is estimated that $56 billion was spent 

treating tobacco related diseases.
•>f -

► Nationally, middle range estimates put 1985 health care costs attributable to smoking at $22 billion 
and lost productivity at $43 billion for a total of $65 billion or $2.17 cost fcr each pack of cigarettes sold.

T h e  T o b a c c o  T a x  a n d  H e a l t h  P r o t e c t i o n  w i l l :

► Reduce the flow of new smokers and tobacco users into the workplace.
► Fund uncompensated medical care for patients without medical insurance thereby reducing the need 

for doctors and hospitals to charge their insured patients more.
► Support medical research which will improve prevention and treatment of tobacco related diseases.

-»■ 111 : t a p  Q | ^  ■ n n  A --------1 - -



^  i. what la .ifltiaccQi
1. Tha tobacco industry Is a $32 billion enterprise in this country. 

(Wall Street Journal, 11-14-86)

2. 98% of.all cigarettes manufactured In this country are made by 
six companies. (Coalition on Smoking or Health)

3. Cigarettes contain at least 48 known carcinogens Including 

nicotine, tar, carbon monoxide, ammonia, and benzopyrene. There 
Is no such thing as a safe level of exposure to cigarette 
seeking. (Office of Smoking and Health)

X 4. Tnm nicotine In tobacco Is six to eight times more addictive than 

alcohol. Its addictive power bears a "stunning* resemblance to 
op ium and heroin. (Harvard University; National Institute on Qrug 

Abuse)

II. Who decides to Smoke? - ICldal

1. Approximately 30% of aoerleans now smoke; 33% male and 28% 
females.

* 2. In general, adults don't make the decision to amofce-klds do. 90%
of all smokers make their decision to start sank log before the 

age of 20. 80% begin by the age of 14j 22% by the age of nine. 
(Health Affairs)

• * ■ ♦
*  3. 00% of teenage smokers are addicted before they leave the 9th

grade. (Health Notes)

4. Each day, approximately three to five thousand U.S. kids smoks 
for the first time. (Cahan, G., “Sacking as a form of child 
A b u s e ,“ Washington Post May 22, 1985)

-t 5. The tobacco Induatry spent $2.6 billion In the U.S. on

advertising and promotion in 1985 primarily targeting the young 
and depleting users aa healthy, athletic, active and attractive 
and ralatfng tobacco use with pleasure and glamour. (Nonsmoksrs'

• '-‘■‘bri g h t a  Foundation) V- . -

6 . Increase (approximately 10 cants) in the price of 
/‘ T ^ B M m i r e t t e r n . w l j T  lead to an overall 4.2% drop In clgaretta smoking 

a 14% tfrioip in teenage smoking (U.S. Department Agriculture; 
February 28, 1988)

i n .  D u L C a U L f l i  TobiagQ Saoklnfl-ta sac I p l y . \

7T 1 . The U.S. Government spends approx I mate I y $4.2 billion each yaar

• * bn the Medicare and Medicaid programs to pay for ths coat of 
'/smoking rslsts^-lUneesee. This cost to soclsty works out to 14

. -■•••intents for eacit'pack of cigarettes. (Office of Technology and 
* Assessment) '
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2. The U.S. Health care system spends approximately S22 billion each 
year to treat smoking-related diseases. This cost to society 
computes to 72 cents for each pack of cigarettes sold. (Office of 
technology and Assessment)

3. Another $43 billion In productivity losses in the U.S. economy 
are attributable to cigarette smoking. This amounts to $1.45 for 
each pack of cigarettes sold. (Office of Technology and 
A s s e s s m e n t ).

<  4. The total cost of cigaratte seeking to society totals (e2 and -3
above) to $65 billion. YhIs amounts tr> $2.17 por pack of 

cigarettes sold. (Office of Technology and Assessment)

5. Nevertheless, taxes for a pack of cigarettes In California are 
only 16 cents for federal tax and 10 cents of state tax, 
totalling to 26 cents per pack. The rest of the costs caused by 
cigarettes are subsumed In Individual private health insurance 
premiums and taxes.

IV. CaiIfornla's Cigarette Tax

1. California's cigarette tax has remained at 10 cents per pack 
since 1967. (Board of Equalization)

2. Only six other states, primarily to bacco  growing states have a 
lower rate than California. Nevada a n d  Arizona tax at 15 cents 
per pack while Oregon taxes at 27 cents per pack (Board of 
EqualIzatIon).

V. Human C o s t s  o f  C la a r ft i la _ S m o k ln a

*  1 . Approximately 350 thousand people die each year due to smoking

related Illnesses. This accounts for one of every six deaths. 
(Office of Technology and Assessment).

2. Smoking Is associated with 30X of all cancers. (American Cancer 

Society)

3. Jmoklng causes 85% of all lung caneor deaths (130 thousand In 
1994 In the U.S.) and Is the major cause of lung cancer In women. 
(American Cancer Society)

4. Smoking causes 90% of all cates of bronchitis and eephysema 
(American Cancer Society)

5. Besides being the primary cause of lung cancer, smoking Is also a

major cause of cancer of the larynx, oral cavity and esophagus.

It contributes to cancer of the ur in ar y bladder, kidney and 
pancreas. (American Cancer Soclevy)



6. Smoking is the major cause of coronary heart disease (American 
Cancer Society)

7. Smoking results In low birth weight babies and contributes to 
higher miscarriages (American Cancer Society)

MlscalIaneous Statistics

1. Polls Indicate that 85X of smokers would like to ault (American 
Cancer Society)

2. Employers will save approximately $850 per employee per year for 
each employee wh o quits smoking. (IBM)

4. Cigarette-caused fires kill over 2,300 people and burn 5,000 

others each year In the U.S. and cuase over 30 ml 11 In In property 
damage. (IBID, pg. 5)

5. The December 1984 Report of the U.S. surgeon General concluded 

that cigarette smoking represents s greater cause of death and 
disability than any other factor In the workplace. (U.S. Surgeon 
General).

8. In 1985, Canada raised Its cigarette taxes an additional 25 cents 
per pack, bringing the total Canadian federal tax to 82 cents per 
pack of 25 cigarettes. Heavy provincial taxes Increase the 

average selling price of a pack of 25 cigarettes to 92.54 (CON). 
In Newfoundland the average price Is $3.39 (CON) per pack.



B I L L  H I S T O R Y  - H 0 0 8 B  A C T I O N ; ... 
H O U S E  C A L E N D A R :  A P R I L  5, 1 9 8 9

KB 112

H O U S E  J O U R N A L  J A N U A R Y  25, 1 9 8 9
H B  112

H O U S E  B I L L  NO. 112 b y  t h e  R e s o u r c e s  C o m m i t t e e ,  e n t i t l e d :
"A n  A c t  r e l a t i n g  t o  b i g  g a m e  h u n t i n g  a n d  t o  t h e  
r e g u l a t i o n  o f  b i g  g a m e  a n d  m a r i n e  m a m m a l  g u i d e -  
o u t f i t t i n g ,  t r a n s p o r t a t i o n ,  a n d  o t h e r  c o m m e r c i a l  
s e r v i c e s  for b i g  g a m e  h u n t e r s ;  c r e a t i n g  t h e  B i g  
G a m e  c o m m e r c i a l  s e r v i c e s  B o a r d ?  a n d  p r o v i d i n g  for 
a n  e f f e c t i v e  d a t e . "  

w a s  r e a d  t h e  f i r s t  t i m e  a n d  r e f e r r e d  t o  t h e  R e s o u r c e s  a n d  
F i n a n c e  C o m m i t t e e s .

M A R C H  15. 19 8 9  
H B  112
T h e  R e s o u r c e s  C o m m i t t e e  h a s  c o n s i d e r e d :

H O U S E  B I L L  NO. 112
" A n  A c t  r e l a t i n g  t o  b i g  g a m e  h u n t i n g  a n d  t o  t h e  
r e g u l a t i o n  of  b i g  g a m e  a n d  m a r i n e  m a m m a l  g u i d e -  
o u t f i t t i n g ,  t r a n s p o r t a t i o n ,  a n d  o t h e r  c o m m e r c i a l
s e r v i c e s  for b i g  g a m e  h u n t e r s ?  c r e a t i n g  t h e  B i g  
G a m e  C o m m e r c i a l  S e r v i c e s  B o a r d ?  a n d  p r o v i d i n g  for 
a n  e f f e c t i v e  d i t e . "

H B  112
a n d  r e c o m m e n d s  it b e  r e p l a c e d  w i t h  t h e  f o l l o w i n g  c o m m i t t e e  
s u b s t i t u t e :

C S  F O R  H O U S E  B I L L  NO. 112 (Resou r c e s )
"A n  A c t  r e l a t i n g  t o  b i g  g a m e  h u n t i n g  a n d  t o  t h e  
r e g u l a t i o n  o f  b i g  g a m e  a n d  m a r i n e  m a m m a l  g u i d e -  
o u t f i t t i n g ,  t r a n s p o r t a t i o n ,  a n d  o t h e r  c o m m e r c i a l
s e r v i c e s  f o r  b i g  g a m e  h u n t e r s ;  c r e a t i n g  t h e  B i g  
G a m e  C o m m e r c i a l  S e r v i c e s  B o a r d ?  r e l a t i n g  to 
p r e s u m p t i v e  s e n t e n c e s  f o r  v i o l a t i o n  o f  c e r t a i n  b i g  
g a m e  c o m m e r c i a l  s e r v i c e s  s t a t u t e s ?  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "

R e c o m m e n d i n g  d o  p a s s  (5): M e n a r d  ( C o - c h a i r m a n ) , N a v a r r e ,
J a c k o ,  S h a r p ,  F o s t e r
N o  r e c o m m e n d a t i o n  (2): H u d s o n ,  F u r n a c e
T w o  f i s c a l  no t e s ,  b y  t h e  D e p a r t m e n t  of  C o m m e r c e  & E c o n o m i c  
D e v e l o p m e n t  a n d  t h e  D e p a r t m e n t  o f  F i s h  & G a me, o n e  z e r o  
f i s c a l  n o t e  b y  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  a n d  o n e
z e r o  f i s c a l  n o t e  w i t h  a n a l y s i s  b y  t h e  D e p a r t m e n t  o f  P u b l i c
S a f e t y  w e r e  p u b l i s h e d  M a r c h  15, 1989.
H B  112 w a s  r e f e r r e d  t o  t h e  F i n a n c e  C o m m i t t e e .

M A R C H  31. 1989 
H B  112
T h e  F i n a n c e  C o m m i t t e e  h a s  c o n s i d e r e d :

H O U S E  B I L L  NO. 112
"An A c t  r e l a t i n g  t o  b i g  g a m e  h u n t i n g  a n d  t o  t h e  
r e g u l a t i o n  of b i g  g a m e  a n d  m a r i n e  m a m m a l  g u i d e -  
o u t f i t t i n g ,  t r a n s p o r t a t i o n ,  a n d  o t h e r  c o m m e r c i a l



s e r v i c e s  f o r  b i g  g a m e  h u n t e r s ;  c r e a t i n g  t h e  B i g  
G a m e  C o m m e r c i a l  S e r v i c e s  B o a r d ;  a n d  p r o v i d i n g  f o r  
a n  e f f e c t i v e  d a t e . "  

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

C S  F O R  H O U S E  B I L L  NO. 112 (Finance)
" A n  A c t  r e l a t i n g  t o  b i g  g a m e  h u n t i n g  a n d  t o  t h e  
r e g u l a t i o n  o f  b i g  g a m e  a n d  m a r i n e  m a m m a l  g u i d e -  
o u t f i t t i n g ,  t r a n s p o r t a t i o n ,  a n d  o t h e r  c o m m e r c i a l  
s e r v i c e s  f o r  b i g  g a m e  h u n t e r s ?  c r e a t i n g  t h e  B i g  
G a m e  C o m m e r c i a l  S e r v i c e s  B o a r d ?  r e l a t i n g  to  
p r e s u m p t i v e  s e n t e n c e s  f o r  v i o l a t i o n  o f  c e r t a i n  b i g  
g a m e  c o m m e r c i a l  s e r v i c e s  s t a t u t e s ?  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "

R e c o m m e n d i n g  d o  p a s s  (8): L a r s o n  a n d  H o f f m a n  ( u o - c h a i r m e n ) ,
K o p o n e n ,  U l m e r ,  S h u l t z ,  P h i l l i p s ,  R i e g e r ,  W a l l i s  
N o  r e c o m m e n d a t i o n  (3): S w a c k h a m m e r ,  Br o w n ,  B a r n e s
T w o  p r e v i o u s  f i s c a l  n o t e s  b y  t h e  D e p a r t m e n t  o f  C o m m e r c e  & 
E c o n o m i c  D e v e l o p m e n t  a n d  t h e  D e p a r t m e n t  o f  F i s h  & G a me, a 
p r e v i o u s  z e r o  f i s c a l  n o t e  b y  t h e  D e p a r t m e n t  o f  N a t u r a l  
R e s o u r c e s ,  a n d  a  p r e v i o u s  z e r o  f i s c a l  n o t e  w i t h  a n a l y s i s  b y  
t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y ,  p u b l i s h e d  M a r c h  15, 1989, 
a p p l y  t o  C S H B  1 1 2 (Fin).
H B  112

H B  112 w a s  r e f e r r e d  t o  t h e  R u l e s  C o m m i t t e e  f o r  p l a c e m e n t  on 
t h e  c a l e n d a r .
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No. 1 
CSHB 112 (RES)

BIG GAME COMMERCIAL SERVICES BOARD EXPENSES HO U S E  3/15/89

. ,  n n f p ,  P t r e p t  w h p r e  n o t ^ d ?  Art? n 0w
The ? < p * n - e s  i d e n t i f i e d  i n  t h i s  --  Co- m e r c l A l  S e r v i c e s  B o a r d  i n
c o s t s  e *  p e c  t e d  t o  b e  i n <-, j r £ e *  by  t  ^  r U P P e n t  G u i d e  B o a r d .  T h e  
Addition t o  t h o s e  a l r e a d y  b u d g e t e d  - p a r a l l e l  i n c r e a s e  i n  t h e
c r e a s e  i n  b o * r d  d i P d n g g s  u i  I  b d  c o v e r e d  ^  ^  ^  ^
d i v i s i o n ' s  p r o g r a m  r e c e i p t  a u t h o r i t y .  -  f
r e v e n u e s  g e n e r a t e d  by  n e w  o r  i n c rJ>* s e .

F Y  9 0 :

EESSQtiSL-S&EUCES:

O c c u p a t i o n a l  L i c e n s i n g  E x a m i n e r  t?  R ange  Ic A  $ 1 7 . 3
6  m o n t r s  (P P T > ?  l u n e a u

I e s t i m a t o r  I I ?  R a n g e  16A £ 2 * 5
:  K * t * 4  ( P P T ) ,  A n c h o r a g e

U T  .  i .  S 3 9 - 8: s ^ s o n a l  S e r v i c e s  b u b - T o t a l .

^  TRAVEL:

- - e . - e :  : b d b =  e r e  b a s e d  o n  n i n e  ( ? )  m em be rs  f r o m  t h e  f o l l o w i n g  l o c a t i o n s :

2  - C r v r - c " ? . g e  m e m b e r s  
r i-_ ~ z - a n k s  m e m b e r s
7 .  ^  m e m b e r  

m e m b e r  
« c . ~ i  S a l m o n  m e m b e r  
< o c - . ? - f  m e m b e r  

_ *  =bT,i i p  m e m b e r

«  - O X . -  -  s t a f f  m em b e rs  ( t h r e e  f r o m  J u n e a u ,  a n d  o n e  f r o m  A n c h o r a g e )

- - s - = ;  - -  r a a r d  m e e t i n g s  b y  b o a r d  m em be rs  and  s t a f f  i n  t h e  f i r s t  y e a r  i s

r ~ a g e  m e e t i n g s  ( $ 6 3 3 0  x 2 )  $ 1 2 . 7
: = a n k s  m e e t i n g  8 . 6
-w m e e t i n g  8 * 5

$ 2 9 . 8

Ifiucal-luEleaeDiaiiQol:

- e n c o u r a g e  r u r a l  r e s i d e n t  p a r t i c i p a t i o n  i n  t h e  b i g  ga m e  
s e r v i c e s  i n d u s t r y ?  i t  i s  p l a n n e d  t h a t  a  L i c e n s i n g  E x a m i n e r  

t o  s e v e n  r u r a l  s i t e s  f o r  o u t - r e a c h  p u r p o s e s ?  B a r r o w ?  
- ^ r S r a t h ?  B e t h e l ?  D i l l i n g h a m ?  K o d i a k ?  a n d  K e t c h i k a n

$ 5 . 8

J.IoYesiia^iiQDsi:
f o c u s  o n  t h e  l i c e n s u r e  o f  t r a n s p o r t e r s  a n d  c o m m e r c i a l  u s e  

~ ? - ? r s ?  f u n d s  * r e  n e c e s s a r y  f o r  a n  I n v e s t i g a t o r  t . o t r a v e l  t o  
r - f o r  e n f o r c e m e n t  a c t i v i t y :  F a i r b a n k s ?  K i n g  S a l m o n ?  K o t z e b u e ?

^  -irrrL̂ . JL f C o r d o v a ?  a n d  B e t t i e s  $ d . l

_ _  re<j u c e c j h y  $ n . o  a l r e a d y  b u i l t  i n t o  t h e  L i c e n s i n g  B o a r d s  
~~ t h e  d i v i s i o n  o f  o c c u p a t i o n a l  l i c e n s i n g  o p e r a t i n g  b u d g e t . )

( $ 1 1 . 0 )  P a g e  2 o f  5



CQttlBSCIUQL
N o .  1

CSHB  1 1 2  ( R E S )
HOUSE 3 / 1 5 / 8 9

P r i n t i n g  ( d e c a l s *  f o r m s ,  e t c . )  $ 5 . 0
A d v e r t i s i n g  ( m e e t i n g s  a n d  r e g u l a t i o n s )  1 . 7
Exam c o n s u l t a t i o n  5 . 0
P h o n e s *  p o s t a g e  3 . 0
S p a c e  r e n t  ( f o r  m e e t i n g s )  1*6

$ 1 6 . 3

C o n t r a c t u a l  S u b - T o t a l  $ 1 6 . 3

CUtfllQQillES:

S t a n d a r d  o p e r a t i n g  s u p p l i e s  = n c h
s t a t i o n e r y *  e n v e l o p e ,  p e n s .  e t c .  6 2 . 0

EQUIPMENT: i Q D e _ i i » e - C O S i S _ Q D l i ' 2

2  -  P h o n e  u n i t s  . 4 e a .  . 8
2 -  D P / U P  C o m p u t e r  w o r k s t a t i o n s  2 . 2 e a .  4 . 4
2  -  D e s k s *  d o u b l e  p e d e s t a l *  7 0 x 3 6  , 7 e a .  1 . 4
2  -  C h a i r s *  s w i v e l  w i t h  a r r a s  . 7 e a .  1 . 4
2  -  C h a i r s *  s i d e  w i t h o u t  a r r a s  . 2 e a .  . 4
2  -  T y p e w r i t e r s *  IBM S e l e c t n c I I I  1 . 2 e a .  2 . 4
2  -  D e s k  c a l c u l a t o r s  . l e a .  . 2
2  -  T a b l e s *  7 2 x 3 6  . 2 e a .  . 4
2  -  F i l e  c a b i n e t s *  5 d r  l e g a l

w i t h  l o c k  . 3 e a .  *6
$12.0

E q u i p m e n t  S u b - T o t a l :  $ 1 2 . 0

TOTAL FY 90 COSTS: 98.8

FY 91:

C o s t s  i n  FY 9 1  a r e  a n t i c i p a t e d  t o  b e  t h e  s a m e  a s  i n  FY 9 0 ,  lass t h e  
o n e - t i m e  FY 9 0  e q u i p m e n t  c o s t s  o f  $ 1 2 . 0 .

TOTAL FY 91 COSTS: $86.8

FY 92?

C o s t  d i f f e r e n c e s  b e t w e e n  FY 9 0  a n d  FY 9 2  r e s u l t  f r o m  a  r e d u c t i o n  i n  FY 9 ?  
o f  t h e  n u m b e r  o f  m e e t i n g s  b u d g e t e d  u n d e r  t r a v e l .  FY 9 2  e x p e n s e  i s  b a s e d  
o n  i y a  m e e t i n g s ,  o n e  i n  A n c h o r a g e  a n d  o n e  i n  F a i r b a n k s ,  w h i l e  FY 9 0  w a s  
b a s e d  o n  f o u r .

A n c h o r a g e  B o a r d  M e e t i n g  D e l e t e d  [ 6 . 3 1  
J u n e a u  B o a r d  M e e t i n g  D e l e t e d  12*51

( 1 4 . 8 1  ( 1 4 . 8 1

TOTAL FY 92 COSTS: $72.0

C o s t s  a r e  t h e  s a m e  f o r  FY 9 3  a n d  FY 9 4  t a k i n g  i n t o  c o n s i d e r a t i o n  t w o  
m e e t i n g s  t o  b e  h e l d  e a c h  y e a r ,  o n e  i n  A n c h o r a g e  a n d  t h e  o t h e r  t o  
a l t e r n a t e  b e t w e e n  F a i r b a n k s  a n d  J u n e a u  e a c h  f i s c a l  y e a r .
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BIG GAME CWtCRCIAL SERVICES BOARD PROGRAM RECEIPTS

N o .  1
CSHB  1 1 2  ( R E S )
HOUSE 3 / 1 5 / 8 9

T h e  c u r r e n t  G u i d e  B o a r d  a l r e a d y  g e n e r a t e  p r o g r a m  r e c e i p t s  t h r o u g h  i t s  
l i c e n s i n g  f e e s .  T h e  r e v e n u e s  r e f l e c t e d  i n  t h i s  f i s c a l  n o t e  r e p r e s e n t  t h e  
a m o u n t  o f  a d d i  t i  r u r a l  r e v e n u e  n e c e s s a r y  t o  c o v e r  t h e  . added  c o s t s  
a s s o c i a t e d  i n  CSHB 1 1 2 ' R e s )  w i t h  s u n s e t  t i n g  t h e  G u i d e  B o a r d  and  c r e a t i n g  
a  B i g  G-.me C o m m e r c i a l  ' H e r ' i c e s  B o ^ r d .  T h e  r e v e n u e s  a r e  b a s e d  o n  a  m o d e s t
i n c r e a s e  o f  $ B 0 . 0 0  t o  t h e  f e e ?  p r e s e n t l y  e s t a b l i s h e d  b y  r e g u l a t i o n  arid
a s s e s s e d  a g a i n s t  l i c e n s e d  g u i d e s  r e n e w i n g  i-h>=ir l i c e n s e s  and a g a i n s t  
p e r s o n s  s e e k i n g  i n i t i a l  l i e  o r d u r e ,  " r d i k e  o t h e r  o c c u p a t i o n a l  l i c e n s i n g  
a r e a s ,  w h i c h  r e n e w  b i e n n i a l l y ,  CSHB 1 1 2 ' P e s )  r e q u i r e s  a n n u a l  r e n e w a l  a n d  
t h e  r e v e n u e  r e f l e c t s  t h a t  m a n d a t e .

FY 9 0  i s  b a s e d  o n :

4 3 7  G u i d e - O u t f i t t e r s  * $ 5 0  $ £ 1 . 8
1 2 2 4  C l a s s - A  a n d  A s s i s t - n t  G u i d e s  < $ 5 0  6 1 . 2

3 0 0  T r a n s p o r t e r s  x $ 5 0  1 5 . 0
1 0 0  O u t f i t t e r s  x $ 5 0  5 . 0

FY 90 Revenue $103.0

FY 9 1  i s  b a s e d  o n  FY 9 0  c a l c u l a t i o n s  w i t h  a n  a d d i t i o n a l  5 0  new 
l i c e n s e e s  added* .

4 3 7  G u i d e - O u t f i t t e r s  x $ 5 0  
1 2 2 4  C l a s s - A  a n d  A s s i s t a n t  G u i d e s  x $ 5 0  

3 2 5  T r a n s p o r t e r s  x $ 5 0  
1 2 5  O u t f i t t e r s  x $ 5 0

$21.8
6 1 . 2
1 6 . 3
6 .2

FY 91 R e v e n u e 1 0 5 . 5

FY 9 2  i s  b a s e d  o n  FY 9 1  c a l c u l a t i o n s  w i t h  a n  a d d i t i o n a l  SO new 
l i c e n s e e s  a d d e d :

4 3 7  G u i d e - O u t f i t t e r s  x $ 5 0  
1 2 2 4  C l a s s - A  a n d  A s s i s t a n t  G u i d e s  x $ 5 0  

3 5 0  T r a n s p o r t e r s  x $ 5 0  
1 5 0  O u t f i t t e r s  x $ 5 0

$21.8
6 1 . 2
1 7 . 5

7 . 5

FY 92 Revenue $106.0

FY 9 3  i s  b a s e d  o n  FY 9 2  c a l c u l a t i o n s  w i t h  a n  a d d i t i o n a l  5 0  new 
l i c e n s e e s  a d d e d :

4 3 7  G u i d e - O u t f i t t e r s  x $ 5 0  
1 2 2 4  C l a s s - A  a n d  A s s i s t a n t  G u i d e s  x $ 5 0  

3 7 5  T r a n s p o r t e r s  x $ 5 0  
1 7 5  O u t f i t t e r s  x $ 5 0

$21.8
6 1 . 2
1 8 . 8

8 . 7

FY 93 Revenue $110.5
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FY 9 4  i s  b a s e d  o n  FY c a l c u l a t i o n s  w i t h  an a d d i t i o n a l  5 0  new 
l i c e n s e e s  ->dded:

CSHB  1 1 2  ( R E S )
HOUSE  3 / 1 5 / 8 9

4 3 7  G u i d e - O u t f i t t e r s  t $ 5 0  $ 2 1 . 8
1 2 2 4  C l a s s - A  a n d  A s s i s t a n t  G u i d e s  < $ 5 0  6 1 . 2

4 0 0  T r a n s p o r t e r s  x $ 5 0  2 0 . 0
2 0 0  O u t f i t t e r s  t  $ 5 0  10.- . )

FY 9 4  R e v e n u e  $ 1 1 3 . 0
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FISCAL NOTEREQUEST;
Revision Dan:   _____________________ - Agency Affected: F ish  and GameTide : An A c t  R e l a c i n g  t o  C o m m e r c i a l  BRU: W i l d l i r e  U n s e r v a c i o n  ~
S e r v i c e s  f o r  B i g  Game H u n t e r s __________  _______________ ___________________________________

Spo nsor  : R e s o u r c e s  C o m m i t t e e __________  C o m p o o e n a  ______________ .__________________Requestor: __________________________________ _________________________________ _____________

No. 2
STATE OF ALASKA ( C- BILL VERSION: _C_SHB 112 ( R E S )

1989 LEGISLATIVE SESSION PLTBLISHDATE: HOUSE 3 /1 5 /8 9

EXPENDITURES/REVENUES: (Thoasands of DoQtn)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 F Y  94

PERSONA!. SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND A  STRUCTURES 
GRANTS. CLAIMS 
MISCELLAi'IBCXJS

. * .:i.a .. . :vi.6/.5 58.2 5 8 .2 5 8 . 2
1 . 5 5 . 0 . 3 . 0 1 . 0 ’ O 1 . 0

.0 . 5 . 5 . 5 . 5
1 . 7  . . 1 . 0 1, 0 l . Q 1 . 0

. 1.  J ...

T O T A L  OPERATING 3 3 . 0 9 0 .0 7 2 . 0 f i 6 .) 6 0 . 7 6 0 .  7

CAPITAL
-1____ 2_____

0 0 0 0 0

| REVENUE j

FUNDING: (Thousands of DoGan)
GENERAL FUNT) FEDERAL FUNDS OTHER

______  .

po srn oN S ;
FULL-TIME
PART-TIME
TEMPORARY

1 1 1 1 1 1 1r
ANALYSIS ; ( A t a d > %xpamep a g eifnccc u ar y )  T h e  F Y 8 9 ,  F Y 9 0 ,  a n d  FY91  e x p e n d i t u r e s  
a r e  n e c e s s a r y  t o  c o o r d i n a t e  t h e  d e v e l o p m e n t  o f  a  c o m p u t e r i z e d  a r e a - b a s e d  
m a n a g e m e n t  s y s t e m  f o r  u s e  i n  a d m i n i s t e r i n g  t h e  g u i d e / o u t f i t t i n g  i n d u s t r y .  
T h e  F Y 9 2 ,  F Y 9 3 ,  a n d  FY94 e x p e n d i t u r e s  w o u l d  d e p e n d  o n  t h e  g u i d e / o u t f i t t e r  
a r e a  m a n a g e m e n t  s y s t e m  w j i i c h  i s  d e v i s e d  a n d  A D F& G 's  r o l e  i n  t h a t  s y s t e m .

Prcpvodby: W. L e w i s  P a m p liftT J r . .  D i r p r r n r  4 6 5 - 4 1 9 0

D i v i s c a : W i l d l i f e  C o n s e r a f a t i o n  / J  / )  ; 2/15/89,

Appwvwd hy rnmmitflfBW; Dae: /
Agency: F i s h  a n d  G a m e __________ \______________ £ __________ / '

Distribution (by preparer);
Legutative Finance 
Legislative Sponsor 
Requestor
Office of Manacemenc and Budget 1
ImpaaedAgencyOa) 1***-------



FIS CA L  NOTE FOR HOUSE BILL 1 1 2  

P a g e  2 o f  2
F Y 8 9  F Y 9 0  FY91 FY9 2

CSHB  1 1 2  ( R E S )
HOUSE  3 / 1 5 / 8 9

M os . C o s t M o s . C o s t M o s . C o s t H o s . C o s t

L I N E  1 0 0

WB I I I @ $ 4 . 5 / m o n t h 3 1 3 . 5 11 4 9 . 5 11 4 9 . 5 1 1 4 9 . 5
AP I I  (§I $ 3 . 3 / m o n t h 3 9 . 9 5 1 6 . 5 3 9 . 9 1 3 . 3
DPC I I @ $ 2 . 7 / o o n t h 3 8 . 1 4 1 0 . 8 3 8 . 1 2 5 . 4

TOTAL 3 1 . 5 7 6 . 8 6 7 . 5 5 8 . 2

L I N E  2 0 0 TRAVEL 1 . 5 5 . 0 3 . 0 1 . 0

L I N E  3 0 0 CONTRACTUAL SERVICES 0 . 0 0 . 5 0 . 5 0 . 5

L I N E  4 0 0 S U P PL I E S 0 . 0 1 . 7 1 . 0 1 . 0

L I N E  5 0 0 EQUIPMENT • 0 . 0 6 . 0 0 . 0 0 . 0

TOTAL 3 3 . 0 9 0 . 0 7 2 . 0 6 0 . 7 *

*  T h i s  t o t a l  may  v a r y  w i t h  t h e  r o l e  t h a t  ADF&G u l t i m a t e l y  p l a y s  i n  t h e  
g u i d e / o u t f i t t e r  a r e a  m a n a g e m e n t  s y s t e m .
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No. 3

C c -

STATE O f  ALASKA B I L L  VERS ION :  CSHB 112 (RES)
1 9 8 9  LEG IS LAT IVE  SESS ION  PUBL ISH  DATE:  HOUSE 3/15/89

F I S C A L  NOTE 
REQUEST :______________________________ _____________
R e v i s i o n  D a t « :  ____________________________________ A g e n c y  A f f e c t e d :  P u b l i c  S a f e t y
T i t l e :  B i g  game g u i d i n g  and  s p o r t  BRU :  F i s h  & W i l d l i f e  P r o t e c t i o n
tiuiit.lnq_________ ___________________  _______________________________

S p o n s o r :  H ou s e  R e s o u r c e s ____________________ C o m p o n e n t :  E n f o r c e m e n t  & I SU
R e q u e s t o r :  H ou s e  R e s o u r c e s __________________________________________________________________________

EXPEND ITURES /REVENUES :  (1 f h o u s a n d s  o f  D o l l a r s ' ( I n f ’l a l t I o n  n o t  I n c l u d e d )
OPERAT ING FY 8 9 FY 9 0 FY 91 FY 9 2 FY 9 3 FY 9 4

P E R S M A L  S t R V f C ? ?
TRAVEL
CONTRACTUAL
S U P P L I E S
EQUIPMENT
LAND & STRUCTURES
GRANTS ,  CLAIMS
MISCELLANEOUS
TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

CAP ITAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

REVENUE - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

FUND ING :  ( T h o u s a n d s  o f  D o l l a r s )
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL - 0 — - 0 - - 0 - - 0 - - 0 - - 0 -

P O S I T I O N S :
FU LL -T IM E
PART -T IME
TEMPORARY

0 6 6 5 0
0 0 0 o 0 0
0 0 0 0 0 0

A N A L Y S I S :  ( A t t a c h  a  s e p a r a t e  p a g e  1 f  n e c e s s a r y )
P a s s a g e  o f  HB 1 1 2  w o u l d  c r e a t e  a  n i n e - m e m b e r  B1g  Game C o m m e r c i a l  S e r v i c e s  
B o a r d .  I t  I s  a n t i c i p a t e d  t h a t  t r a v e l  e x p e n s e s  f o r  B o a r d  m em be r s  w o u l d  be 
I n c l u d e d  I n  t h e  b u d g e t  o f  t h e  D e p a r t m e n t  o f  Comme rce  a n d  E c o n o m i c  
D e v e l o p m e n t ,  D i v i s i o n  o f  O c c u p a t i o n a l  L i c e n s i n g .  D e p a r t m e n t  o f  P u b l i c  
S a f e t y  ( D P S )  s t a f f  t i m e  w i l l  b e  p r o v i d e d  t o  a s s i s t  t h e  B o a r d  a s  n e c e s s a r y ;  
n o  a d d i t i o n a l  f i s c a l  I m p a c t  o n  DPS I s  a n t i c i p a t e d .

P h o n e :  2 6 9 - 5 5 0 9
D a t e :  3 / 1 5 / 8 9

D a t e :  3 / 1 5 / 8 9 _______

page L_of I

^ I ^ P r e p a r e d  b y :  _ C a p t * l n  C o n r ad  S e W _____________________
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A p p r o v e d  b y  Comm ls s  l o n e r  ^ A r t h u r  E n g l i s h
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S T A T E  O F  A L A S K A

1989 L E G I S L A T I V E  S E S S I O N

c
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PUBLISH DATE:
FISCAL NOTE

N o .  4
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HOUSE 3/15/89

Revision Date:____________________________
Title: An Act relating to big game hunt*
ing and regulation of commercial services. 
Sponsor House Resources
Requestor

Age-icy Affected: Natural Resources
BRU: Management and Administration

Components: Commissioners Office
House Resources

EXPENDITURES/REVENUES: (Thousands of Pollan)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND«fe STRUCTURES 
GRANTS,CLAIMS 
MISCELLANEOUS
TOTAL OPERATING 0.0 04) 0.0 0.0 04) 0.0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

0.0

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

Travel costs for Natural Resources will be included in DCED fiscal note.
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J O I N T  R E S O U R C E S  C M TE. M E E T I N G / 3 / 1 / 8 9 ___________________________________________
R e p r e s e n t a t i v e  M e n a r d  a n n o u n c e d  H B  112 a n d  S B  140 t o  be  
o p e n  f o r  d i s c u s s i o n .
S t e p h e n  W h i t e ,  A s s i s t a n t  A t t o r n e y  G e n e r a l ,  s a i d  t h a t  he  w a s  
p r e p a r e d  t o  a n s w e r  a n y  q u e s t i o n s  a b o u t  t h e  D e p a r t m e n t ' s  
i n t e r p r e t a t i o n  o f  t h e  O w s i c h e k  d e c i s i o n .  H e  g a v e  a  b r i e f  
h i s t o r y  o f  t h e  d e c i s i o n .  T h e  c o u r t  b a s i c a l l y  s a i d  t h a t  if 
y o u  w a n t  l i m i t e d  e n t r y  f o r  a n y  r e s o u r c e s  u s e d  u n d e r  t h e  
c o m m o n  u s e  c l a u s e ,  t h e  p r o p e r  w a y  to  d o  i t  is t h r o u g h  a 
c o n s t i t u t i o n a l  a m e n d m e n t  as w i t h  f i s h i n g  l i m i t e d  e n t r y  
p e r m i t s .
S e n a t o r  F a h r e n k a m p  a s k e d  Mr. W h i t e  if t h i s  i s s u e  w o u l d  
a f f e c t  o i l  a n d  g a s  l e a s e s  a n d  h e  a n s w e r e d  no.
N u m b e r  400
R e p r e s e n t a t i v e  M e n a r d  n o t e d  t h a t  K e n  F a n n i n g  w a s  in  
a t t e n d a n c e ,
R a n d a l l  B u r n s  g a v e  a l i n e  b y  l i n e  d e s c r i p t i o n  of  t h e  
c h a n g e s  m a d e  in  H B  112 a n d  S B  140.
R e p r e s e n t a t i v e  D a v i d s o n  a s k e d  Mr. B u r n s  w h y  t h e  t r a n s i t i o n  
f o r  o u t f i t t e r s  t o  g u i d e s  d i d  n o t  r e q u i r e  j o u r n e y m a n  
t r a i n i n g  f o r  t h r e e  y e a r s .  H e  a n s w e r e d  it w a s  b e c a u s e  a l o t  
o f  t h e  o u t f i t t e r s  h a v e  h a d  a l e g i t i m a t e  p o r t i o n  o f  t h e  b i g  
g a m e  c o m m e r c i a l  s e r v i c e s  i n d u s t r y  in t h e  sta t e ,  a n d  s i n c e  
t h i s  b i l l  is c r e a t i n g  a c o m b i n e d  g u i d e / o u t f i t t e r  
c l a s s i f i c a t i o n ,  it w a s  a w a y  t o  a l l o w  t h e m  t o  c o n t i n u e  
b u s i n e s s  a n d  n o t  s h u t  t h e m  o u t  o f  t h e i r  p r o f e s s i o n  f o r  
t h r e e  y e a r s .
N u m b e r  373
J o e l  B e n n e t t ,  m e m b e r  o f  t h e  B o a r d  of  G a m e ,  s a i d  h e  t h o u g h c  
t h e  G a m e  B o a r d  w o u l d  a p p l a u d  t h e  e f f o r t  p u t  i n t o  t h i s  k i n d  
o f  l e g i s l a t i o n .  I f  a n  a c c e p t a b l e  b i l l  w e r e  p a s s e d ,  it 
w o u l d  m a k e  t h e  f u n c t i o n s  o f  t h e  G a m e  B o a r d  m u c h  e a s i e r ,  
b e c a u s e  t h e r e  w o u l d  b e  m o r e  i n f o r m a t i o n .  Mr. B e n n e t t  s a i d  
t h a t  h a v i n g  a c l o s e r  r e l a t i o n s h i p  b e t w e e n  t h e  G a m e  Board, 
t h e  G u i d e  B o a r d ,  a n d  t h e  C o m m e r c i a l  S e r v i c e s  B o a r d  is good. 
H e  s a i d  t h e  t r a n s p o r t e r  l i c e n s e  h a s n ' t  i n  t h e  p a s t  b e e n  
w o v e n  i n t o  t h e  s y s t e m  t h e  w a y  it s h o u l d ;  a n d  t h i s  b i l l  h a s  
m a d e  a r e a l  s t e p  f o r w a r d  in t h i s  r e s p e c t .
N u m b e r  553
Mr. B u r n s  c o n t i n u e d  h i s  l i n e  b y  l i n e  d i s c u s s i o n  o f  c h a n g e s  
i n  t h e  b i l l  •■ bodied i n  t h e  c o m m i t t e e  s u b s t i t u t e .  
R e p r e s e n t a t i v e  M e n a r d  a s k e d  Mr. U t e r m o h l e ,  f r o m  l e g a l  
s e r v i c e s ,  i f  h e  h a d  a n y  c o m m e n t s .  H e  s a i d  h e  w a s  a v a i l a b l e  
t o  a n s w e r  q u e s t i o n s .  T h e r e  w e r e  n o  q u e s t i o n s .
S e n a t o r  F a h r e n k a m p  c o m m e n t e d  t h a t  t h e r e  is a n e e d  t o  w o r k  
w i t h  d i l i g e n c e  t o  r e a c h  a g r e e m e n t  w i t h  t h e  p e o p l e  c o n c e r n e d  
a s  q u i c k l y  a s  p o s s i b l e ,  b e c a u s e  i t ' s  a b s o l u t e l y  n e c e s s a r y  
t o  m o v e  t h i s  l e g i s l a t i o n  al o n g .

H O U S E  R E S d t W K S ^ S C M T E . M E E T I N G  3 / 3 / 8 9 _________________________________________H B
M o r » a r - H  a n n o n n p o H  H R  1 1 9  a n H  g R  1 A . r \  +-r> h o

o p e n  f o r
S t e p h e n  W h i t e ,  A s s i s t a n ^ ^ ^ H * ^  G e n e r a l ,  s a i d  t h a t  h e  w a s  
p r e p a r e d  t o  a n s w e r  a n y  questxorSPii^ftQut t h e  d e p a r t m e n t ' s
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i n t e r p r e t a t i o n  o f  t h e  O v s i c h e k  D e c i s i o n .  H e  g a v e  a b r i e f  
hj»g;ory o f  t h e  d e c i s i o n .  T h e  c o u r t  b a s i c a l l y  s a i d  t h a t  if 
y o i ^ ' a n t  l i m i t e d  e n t r y  f o r  a n y  r e s o u r c e s  u s e d  u n d e r  t h e  
c o i u d I l  u s e  c l a u s e ,  t h e  p r o p e r  w a y  t o  d o  it is t h r o u g h  a 
c o n s t n u t i o n a l  a m e n d m e n t  a s  w i t h  f i s h i n g  l i m i t e d  e n t r y  
p e r m i t s T
S e n a t o r  ^ ^ j r e n k a m p  a s k e d  Mr. W h i t e  i f  t h i s  i s s u e  w o u l d  
a f f e c t  o i r l ^ n d  g a s  l e a s e s .  Mr. W h i t e  a n s w e r e d ,  " N o . "
N u m b e r  4 0 0
R e p r e s e n t a t i ^ ^ ,  M e n a r d  n o t e d  t h a t  K e n  F a n n i n g  w a s  in 
a t t e n d a n c e .
R a n d a l l  B u r n s  a l i n e  b y  l i n e  d e s c r i p t i o n  o f  t h e
c h a n g e s  m a d e  in 112 a n d  S B  140.
R e p r e s e n t a t i v e  Dalukdson a s k e d  Mr. B u r n s  w h y  t h e  t r a n s i t i o n  
f o r  o u t f i t t e r s  t o  g l i d e s  d i d  n o t  r e q u i r e  j o u r n e y m a n  
t r a i n i n g  f o r  t h r e e  yftars. H e  a n s w e r e d  it w a s  b e c a u s e  a l o t  
o f  t h e  o u t f i t t e r s  h a v ^ h a d  a l e g i t i m a t e  p o r t i o n  o f  t h e  b i g  
g a m e  c o m m e r c i a l  s e r v i c e s  i n d u s t r y  in t h e  s t a t e ,  a n d  s i n c e  
t h i s  b i l l  is c r e a t i n g  d*|combined g u i d e / o u t f i t t e r  
c l a s s i f i c a t i o n ,  it w a s  a ^ w a y  t o  a l l o w  t h e m  t o  c o n t i n u e  
b u s i n e s s  a n d  n o t  s h u t  t h e n k o u t  o f  t h e i r  p r o f e s s i o n  f o r  
t h r e e  y e a r s .  \
N u m b e r  373 \
J o e l  B e n n e t t ,  m e m b e r  o f  t h e  B’toard Q f Game, s a i d  h e  t h o u g h t  
t h e  G a m e  B o a r d  w o u l d  applaud/tfya e f f o r t  p u t  i n t o  t h i s  k i n d  
o f  l e g i s l a t i o n .  I f  a n  a c c e p t a b l e  b i l l  w e r e  p a s s e d ,  i t  
w o u l d  m a k e  t h e  f u n c t i o n s  jpT t h e  ’b a m e  B o a r d  m u c h  e a s i e r ,  
b e c a u s e  t h e r e  w o u l d  b e  m o r e  i n f o r m a t i o n .  Mr. B e n n e t t  s a i d  
t h a t  h a v i n g  a c l o s e r  r e l a t i o n s h i p  p e t w e e n  t h e  G a m e  Bo a r d ,  
t h e  G u i d e  Bo a r d ,  a n d / t h e  C o m m e r c i a l \ s e r v i c e s  B o a r d  is good. 
H e  s a i d  t h e  t r a n s p o r t e r  l i c e n s e  h a s n \ t  in t h e  p a s t  b e e n  
w o v e n  i n t o  t h e  s y s t e m  t h e  w a y  it s h o u l d ;  a n d  t h i s  b i l l  h a s  
m a d e  a r e a l  s t e p  f o r w a r d  in  t h i s  r e s p e c t .
N u m b e r  5 5 3  \
Mr. B u r n s  c o n t i n u e d  h i s  l i n e  b y  l i n e  d i s c u s s i o n  o f  c h a n g e s  
in  t h e  b i l l  e m b o d i e d  in t h e  c o m m i t t e e  s u b s t i t u t e .  
R e p r e s e n t a t i v e  M e n a r d  a s k e d  Mr. U t e r m o h l e A f r o m  L e g a l  
S e r v i c e s ,  i f  h e  h a d  a n y  c o m m e n t s .  Mr. U t e r m o h l e  s a i d  h e  
w a s  a v a i l a b l e  t o  a n s w e r  q u e s t i o n s .  T h e r e  w e \ e  n o  
q u e s t i o n s .
S e n a t o r  F a h r e n k a m p  c o m m e n t e d  t h a t  t h e r e  is a  rieed t o  w o r k  
w i t h  d i l i g e n c e  t o  r e a c h  a g r e e m e n t  w i t h  t h e  p e o p l e  c o n c e r n e d  
as q u i c k l y  a s  p o s s i b l e ,  b e c a u s e  i t ' s  a b s o l u t e l y N p e c e s s a r y  
t o  m o v e  t h i s  l e g i s l a t i o n  a l o n g .

J O I N T  R E S O U R C E S  CMTE. M E E T I N G  - 3 / 3 / 8 9 _________________________
R e p r e s e n t a t i v e  M e n a r d  a n n o u n c e d  H B  112 a n d  S B  140 
o p e n  f o r  d i s c u s s i o n .
S t e p h e n  W h i t e ,  A s s i s t a n t  A t t o r n e y  G e n e r a l ,  s a i d  t h a t  \ e  w a s  
p r e p a r e d  t o  a n s w e r  a n y  q u e s t i o n s  a b o u t  t h e  D e p a r t m e n t '  
i n t e r p r e t a t i o n  o f  t h e  O w s i c h e k  d e c i s i o n .  H e  g a v e  a br3 
h i s t o r y  o f  t h e  d e c i s i o n .  T h e  c o u r t  b a s i c a l l y  s a i d  t h a t’' 
y o u  w a n t  l i m i t e d  e n t r y  f o r  a n y  r e s o u r c e s  u s e d  u n d e r  t h e  
c o m m o n  u s e  c l a u s e ,  t h e  p r o p e r  w a y  t o  d o  it  is t h r o u g h  a
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c o n s t i t u t i o n a l  a m e n d m e n t  a s  w i t h  f i s h i n g  l i m i t e d  e n t r y  
p e r m i t s .
S e n a t o r  F a h r e n k a m p  a s k e d  Mr. W h i t e  if  t h i s  i s s u e  w o u l d  
a f f e c t  o d I  a n d  g a s  l e a s e s  a n d  h e  a n s w e r e d  no.
N u m b e r  408.
R e p r e s e n t a t i v e  M e n a r d  n o t e d  t h a t  K e n  F a n n i n g  w a s  in 
a t t e n d a n c e .
R a n d a l l  B u r n s  g a v e  a l i n e  b y  l i n e  d e s c r i p t i o n  o f  t h e  
c h a n g e s  m a d e  in n B  112 a n d  S B  140.
R e p r e s e n t a t i v e  D a v i d s o n  a s k e d  Mr. B u r n s  w h y  t h e  t r a n s i t i o n  
f o r  o u t f i t t e r s  t o  g u i d e s  d i d  n o t  r e q u i r e  j o u r n e y m a n  
t r a i n i n g  f o r  t h r e e  y e c ^ r s .  H e  a n s w e r e d  it w a s  b e c a u s e  a  l o t  
o f  t h e  o u t f i t t e r s  h a v e l a a d  a l e g i t i m a t e  p o r t i o n  o f  t h e  b i g  
g a m e  c o m m e r c i a l  s e r v i c e s ^ l n d u s t r y  in t h e  s t a t e ,  a n d  s i n c e  
t h i s  b i l l  is c r e a t i n g  a c o m b i n e d  g u i d e / o u t f i t t e r  
c l a s s i f i c a t i o n ,  i t  w a s  a w a y  t o  a l l o w  t h e m  t o  c o n t i n u e  
b u s i n e s s  a n d  n o t  s h u t  t h e m  o u t  o f  t h e i r  p r o f e s s i o n  f o r  
t h r e e  y e a r s .  \
N u m b e r  373
J o e l  B e n n e t t ,  m e m b e r  o f  t h e  B o « d  of  Game, s a i d  h e  t h o u g h t  
t h e  G a m e  B o a r d  w o u l d  a p p l a u d  t n f ^ e f f o r t  p u t  i n t o  t h i s  k i n d  
o f  l e g i s l a t i o n .  I f  an a c c e p t a b r ^ p i l l  w e r e  p a s s e d ,  it 
w o u l d  m a k e  t h e  f u n c t i o n s  o f  t h e  G ^ ^  B o a r d  m u c h  e a s i e r ,  
b e c a u s e  t h e r e  w o u l d  b e  m o r e  i n f o r m ^ ^ o n .  Mr. B e n n e t t  s a i d  
t h a t  h a v i n g  a c l o s e r  r e l a t i o n s h i p  b » w e e n  t h e  G a m e  B o a r d ,  - 
t h e  G u i d e  Board, a n d  t h e  C o m m e r c i a l  l ^ v i c e s  B o a r d  is g o od.
H e  s a i d  t h e  t r a n s p o r t e r  l i c e n s e  h a s n ' W k n  t h e  p a s t  b e e n  
w o v e n  i n t o  t h e  s y s t e m  t h e  w a y  it shouldnfcand t h i s  b i l l  h a s  
m a d e  a r e a l  s t e p  f o r w a r d  in t h i s  r e s p e c t ^ k  
N u m b e r  553
Mr. B u r n s  c o n t i n u e d  h i s  l i n e  b y  l i n e  d i s c u s ^ ^ n  o f  c h a n g e s  
i n  t h e  b i l l  e m b o d i e d  in t h e  c o m m i t t e e  s u b s t i t u t e .
R e p r e s e n t a t i v e  M e n a r d  a s k e d  Mr. U t e r m o h l e ,  f r o n N l e g a l  
s e r v i c e s ,  if h e  h a d  a n y  c o m m e n t s .  H e  s a i d  h e  w a s \ a v a i l a b l e  
t o  a n s w e r  q u e s t i o n s .  T h e r e  w e r e  no  q u e s t i o n s .
S e n a t o r  F a h r e n k a m p  c o m m e n t e d  t h a t  t h e r e  is a n e e d  t o  w o r k  
w i t h  d i l i g e n c e  t o  r e a c h  a g r e e m e n t  w i t h  t h e  p e o p l e  c o n c e r n e d  
a s  q u i c k l y  a s  p o s s i b l e ,  b e c a u s e  i t ' s  a b s o l u t e l y  n e c e s s a r y  
t o  m o v e  t h i s  l e g i s l a t i o n  alo n g .

H O U S E  R E S O U R C E S  COMM. M E E T I N G  C O N T I N U E D  3 / 1 4 / 8 9 ________________________H B  112
C h a i r m a n  Menard a n n o u n c e d  t h a t  a n e w  p r o p o s e d  C S  f o r  H B  112 
w a s  b e f o r e  t h e  c o m m i t t e e  a n d  a s k e d  Ms. M u n s o n  t o  a d d r e s s  
t h e  c h a n g e s .
J O H A N N A  M U N S O N ,  C o m m i t t e e  A i d e ,  s t a t e d  t h a t  t h e  p r o p o s e d  C3 
i n c o r p o r a t e s  a n u m b e r  o f  c h a n g e s  b a s e d  o n  c o m m i t t e e  
t e s t i m o n y  a n d  m e e t i n g s  w i t h  o u t f i t t e r s  a n d  o t h e r  i n v o l v e d  
pe o p l e ,  i n c l u d i n g  t h e  D e p a r t m e n t  of  Law. S h e  a d d e d  t h a t  
man\ o f  t h e  c h a n g e s  w e r e  t e c h n i c a l  in n a t u r e .  S h e  r e a d  
t h r o u g h  t h e  c h a n g e s  as d e t a i l e d  in a m e m o  t o  t h e  c o m m i t t e e  
f r o m  s t a f f  d a t e d  3 / 1 3 / 8 9 ,  c o p i e s  of  w h i c h  w e r e  b e f o r e  t h e  
m e m b e r s .  ( R e f e r  t o  A t t a c h m e n t  #1 for e x a c t  a m e n d m e n t s  
w h i c h  c a n  b e  f o u n d  a t  t h e  A l a s k a  L e g i s l a t i v e  R e f e r e n c e  
L i b r a r y  o r  a t  t h e  H o u s e  R e s o u r c e s  C o m m i t t e e  R o o m ,  C a p i t o l
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B u i l d i n g  #126.)
R e p r e s e n t a t i v e  F u r n a c e  r e f e r r e d  t o  p a g e  2 o f  t h e  m e m o  
( A t t a c h m e n t  #1) a n d  a s k e d  w h a t  A . P . A .  s t o o d  for. Ms.
M u n s o n  r e p l i e d  c h a t  it s t o o d  f o r  t h e  A d m i n i s t r a t i v e  
P r o c e d u r e  Act.
R e p r e s e n t a t i v e  F u r n a c e  a s k e d  if it  w o u l d n ' t  b e  t o  t h e  
a d v a n t a g e  o f  t h e  p a r t y  i n v o l v e d  t o  g o  t h r o u g h  t h a t  a p p e a l  
p r o c e s s .
R A N D A L L  B U R N S ,  o f  t h e  D i v i s i o n  of O c c u p a t i o n a l  L i c e n s i n g ,  
s t a t e d  t h a t  t h e  r e a s o n  f o r  t h e  s u g g e s t i o n  o n  p a g e  28, l i n e s  
28-29, w a s  t h a t  it c a n  t a k e  u p  to  t w o  y e a r s  t o  g o  t h r o u g h  
t h e  A . P . A .  f o r m a l  h e a r i n g  p r o c e s s  a n d  t h e  n e w  l a n g u a g e  
a l l o w s  t h e  o p p o r t u n i t y  t o  h a v e  t h e  c o m m i s s i o n e r  d e c i d e  t h e  
issue, t h e r e b y  t a k i n g  a s h o r t e r  p e r i o d .
R e p r e s e n t a t i v e  F u r n a c e  a s k e d  if  t h e r e  w a s  a c h o i c e  a n d  if  a 
p e r s o n  s t i l l  h a d  t h e  a b i l i t y  t o  u s e  t h e  A . P . A .  p r o c e s s .
Mr. B u r n s  r e s p o n d e d  t h a t  t h e y  d i d n ' t  w a n t  t o  u s e  t h e  A . P . A .  
p r o c e s s  w i t h  t h e  t r a n s i t i o n  t y p e  o f  a p p e a l  a s  i t  w a s  v e r y  
e x p e n s i v e  t o  t h e  st a t e .  R e p r e s e n t a t i v e  F u r n a c e  s t a t e d  t h a t  
s o m e  i n d i v i d u a l s  m a y  p r e f e r  t h e  A . P . A .  p r o c e s s .
Mr. B u r n s  p o i n t e d  o u t  t h a t  t h e  p r o p o s e d  CS s t i l l  a l l o w s  a n  
i n d i v i d u a l  t o  a p p e a l  t o  t h e  S u p e r i o r  C o u r t  if n o t  s a t i s f i e d  
w i t h  t h e  d e c i s i o n ,  w h i c h  is t h e  s a m e  r e m e d y  a l l o w e d  b y  t h e  
A . P . A .  p r o c e s s .
Ms. M u n s o n  a d d e d  t h a t  t h i s  s e c t i o n  o f  t h e  b i l l  a l l o w s  f o r ' a  
s p e c i a l  a p p e a l  p r o c e s s  f o r  t h o s e  t r a n s i t i o n i n g  w i t h  t h e  n e w  
law.
M r .  B u r n s  s t a t e d  a n  a d d i t i o n a l  c o n c e r n :  t h e  b o a r d  w i l l  m a k e  
t h e  o r i g i n a l  d e t e r m i n a t i o n  as t o  w h e t h e r  p e o p l e  w i l l  b e  
e l i g i b l e  f o r  a d m i s s i o n  u n d e r  t h e  t r a n s i t i o n  a n d  if t h e y  
w e r e  s u b j e c t  t o  t h e  A . P . A . ,  t h e y  w o u l d  h a v e  t o  g o  t o  a 
h e a r i n g ,  t h e n  c o m e  b a c k  t o  t h e  b o a r d » T h e  f e e l i n g  w a s  t h a t  
it  w o r k e d  b e t t e r  t o  a d d  a n e w  e n t i t y  t o  t h e  p r o c e s s ,  t h a t  
o f  t h e  c o m m i s s i o n e r .
R E P R E S E N T A T I V E  H U D S O N  e x p r e s s e d  t h e  c o n c e r n  o f  a 
c o n s t i t u e n t  r e g a r d i n g  l a w f u l l y  r e g i s t e r e d  ca m p s ,  c a b i n s  o r  
l o d g e s  a s  s o m e t h i n g  m a n y  t r a n s i t i o n i n g  o u t f i t t e r s  h a d  n o t  
d o n e .  H e  d i d n ' t  s e e  a n y t h i n g  in t h e  b i l l  t h a t  w o u l d  a l l o w  
t h e m  t o  g e t  a r o u n d  t h a t  a s p e c t .  H e  a s k e d  if it  w o u l d  be  
p o s s i b l e  t o  a * e n d  l i n e  5, o n  p a g e  28, t o  a l l o w  o u t f i t t e r s  
t o  s h o w  o t h e r  r e c o r d s  t o  i n d i c a t e  t h e y  h a v e  h a d  s i g n i f i c a n t  
a c t i o n  i n  t h e  a rea, e v e n  t h o u g h  t h e y  h a d  n o  r e g i s t e r e d  
c a b i n ,  l o d g e  o r  c a mp.
Mr, B u r n s  r e s p o n d e d  t h a t  t h e  i n t e n t i o n  o f  t h e  a p p e a l  
p r o c e s s  is f o r  t h o s e  t y p e s  o f  s i t u a t i o n s  w h i c h  c a n  b e  
a p p e a l e d  t o  t h e  c o m m i s s i o n e r  as  p r o v i d e d  f o r  o n  p a g e  29, 
l i r e  1. H e  r e c o g n i z e d  t h a t  a n u m b e r  of p e o p l e  a r e  
c o n c e r n e d  t h a t  t h e y  w i l l  b e  l e f t  o u t  of t h e  t r a n s i t i o n a l  
p h a s e .  H e  p o i n t e d  o u t  t h a t  u n d e r  t h e  bill, t h e r e  is n o  
p r o h i b i t i o n  f o r  t r a n s p o r t e r s ,  b u t  t h e r e  is a n e e d  t o  b e  
c a r e f u l  a b o u t  a l l o w i n g  a w i n d o w  of o p p o r t u n i t y  f o r  t h o s e  
w h o  c l a i m  t o  h a v e  o u t f i t t e d  in  t h e  past, w h e n  in f a c t  t h e y  
h a d n ' t .  H e  e x p l a i n e d  f u r t h e r ,  n o t i n g  t h a t  H B  112 d o e s n ' t  
p r e c l u d e  t r a n s p o r t e r s  f r o m  c o n t i n u i n g  t h e i r  b u s i n e s s ,  b u t



it d o e s  r e q u i r e  t h e m  t o  h a v e  a l i c e n s e .
R e p r e s e n t a t i v e  H u d s o n  d i s c u s s e d  h i s  c o n s t i t u e n t ' s  c o n c e r n  
a b o u t  n o t  f i t t i n g  i n t o  t h e  t r a n s i t i o n .
Ms. M u n s o n  c o n t i n u e d  h e r  d i s c u s s i o n  o f  t h e  c h a n g e s  d e t a i l e d  
i n  t h e  m e m o  ( A t t a c h m e n t  #1).
R E P R E S E N T A T I V E  S H A R P  b r o u g h t  u p  t h e  l a n g u a g e  b e g i n n i n g  on  
p a g e  3, l i n e  26 t h r o u g h  p a g e  4, l i n e  4, a n d  a s k e d  if i t  is 
t h e  o n l y  a r e a  in t h e  p r o p o s e d  C S  t h a t  g i v e s  t h e  
c o m m i s s i o n e r  l e g a l  p o w e r  o v e r  t h e  b o a r d .  Mr. B u r n s  r e p l i e d  
t h a t  it is t h e  o n l y  p l a c e  w h e r e  t h e  F i s h  a n d  G a m e  
C o m m i s s i o n e r  a p p e a r s .
C h a i r m a n  M e n a r d  i n d i c a t e d  h i s  i n t e n t  t o  r e p o r t  t h e  p r o p o s e d  
C S  o u t  o f  c o m m i t t e e  to d a y .
R e p r e s e n t a t i v e  F u r n a c e  a s k e d  t o  a d d r e s s  s o m e  c o n s t i t u e n t  
c o n c e r n s  fir s t .  H e  M O V E D  t o  A M E N D  t h e  p r o p o s e d  C S  b y  
d e l e t i n g  p a g e  20, l i n e s  19-20, r e g a r d i n g  t h e  r e s p o n s i b i l i t y  
o f  g u i d e - o u t f i t t e r s  f o r  v i o l a t i o n s  o f  t h e i r  e m p l o y e e s .  
R e p r e s e n t a t i v e  N a v a r r e  O B J E C T E D .  H e  s a i d  t h a t  b y  d e l e t i n g  
t h e  l a n g u a g e ,  t h e r e  w o u l d  b e  n o  c o n t r o l  o v e r  t h e  a s s i s t a n t  
g u i d e - o u t f i t t e r  f o r  v i o l a t i o n s  i n  t h e  field, a n d  it w a s  
i m p o r t a n t  t o  k e e p  t h e  l a n g u a g e  i n  t h e  b i l l  t o  a s s u r e  
r e s p o n s i b i l i t y .
R e p r e s e n t a t i v e  S h a r p  b r o u g h t  u p  c o n c e r n s  a b o u t  
c o n s t i t u t i o n a l i t y  w h i c h  h a d  b e e n  e x p r e s s e d  b y  h i s  
c o n s t i t u e n t s .
T h e  q u e s t i o n  w a s  c a l l e d  a n d  t h e  c o m m i t t e e  V O T E D .  T h e  
A M E N D M E N T  F A I LED.
R e p r e s e n t a t i v e  F u r n a c e  M O V E D  t o  A M E N D  t h e  p r o p o s e d  CS b y  
d e l e t i n g  s u b s e c t i o n  (3) o n  p a g e  24, l i n e s  3-8, r e g a r d i n g  
f e l o n y  c o n v i c t i o n s .
R e p r e s e n t a t i v e  N a v a r r e  O B J E C T E D .  R e p r e s e n t a t i v e  F u r n a c e  
e x p l a i n e d  h i s  c o n s t i t u e n t ' s  c o n c e r n s  r e g a r d i n g  e n t r a p m e n t  
w i t h  r e s p e c t  t o  t h e  s e c t i o n .
Mr. B u r n s  e x p l a i n e d  t h a t  t h e  s e c t i o n  s t a r t s  o n  p a g e  23 a n d  
a m e n d s  t h e  c r i m i n a l  code. T h e  p r o p o s e d  a m e n d m e n t  t o  d e l e t e  
s u b s e c t i o n  (3) w o u l d  d e l e t e  c u r r e n t  l a n g u a g e  in  t h e  
c r i m i n a l  c o d e  w h i c h  h a s  n o t h i n g  t o  d o  w i t h  t h e  b i ll. 
R e p r e s e n t a t i v e  N a v a r r e  o p p o s e d  t h e  a m e n d m e n t  b e c a u s e  it  
c u t s  a c r o s s  all o t h e r  a r e a s  a f f e c t e d  b y  t h e  l a n g u a g e  i n  t h e  
c r i m i n a l  code.
T h e  q u e s t i o n  w a s  c a l l e d  a n d  t h e  c o m m i t t e e  V O T E D .  T h e  
A M E N D M E N T  F A I L E D .
R e p r e s e n t a t i v e  F u r n a c e  t h e n  M O V E D  t o  A M E N D  t h e  p r o p o s e d  CS 
b y  d e l e t i n g  l i n e s  8-14, p a g e  32.
R e p r e s e n t a t i v e  N a v a r r e  O B J E C T E D  b e c a u s e  it w o u l d  g i v e  
b l a n k e t  i m m u n i t y  t o  p e r s o n s  w h o  b r o k e  t h e  l a w  p r e v i o u s l y ,  
it  w o u l d  b e  u n f a i r  a n d  s e t  a b a d  p r e c e d e n t .
R E P R E S E N T A T I V E  F O S T E R  a s k e d  if  t h e r e  w a s  a n y  l a n g u a g e  in 
t h e  b i l l  w h i c h  s p o k e  t o  b r e a k i n g  a n  o l d  l a w  w h i c h  is n o  
l o n g e r  a l a w  in t h e  n e w  b i l l .  R e p r e s e n t a t i v e  N a v a r r e  
r e s p o n d e d  t h a t  t h e  p r o c e d u r e  w o u l d  c a r r y  f o r w a r d  t o  a 
r e s o l v e ,  a s  t h e  l a w  w a s  in e f f e c t  a t  t h e  t i m e  o f  o f f e n s e .
T h e  c m e s t i o n  w a s  c a l l e d  a n d  t h e  c o m m i t t e e  V O T E D .  T h e  
AMEN' TE N T  F A I L E D .



R e p r e s e n t a t i v e  N a v a r r e  M O V E D  t o  A D O P T  t h e  p r o p o s e d  CS  for 
H B  112, d a t e d  3 / 1 3 / 8 9 .  T h e r e  w a s  N O  O B J E C T I O N ,  a n d  it w a s  
s o  m o v e d .
R E P R E S E N T A T I V E  J A C K O  M O V E D  t o  A M E N D  C S H B  1 1 2 (RES) a n d  
r e f e r r e d  t o  h i s  a m e n d m e n t  ( A t t a c h m e n t  #2, w h i c h  c a n  b e  
f o u n d  a t  t h e  A l a s k a  L e g i s l a t i v e  R e f e r e n c e  L i b r a r y  o r  a t  t h e  
H o u s e  R e s o u r c e s  C o m m i t t e e  Room, C a p i t o l  B u i l d i n g  #126), a 
c o p y  o f  w h i c h  w a s  b e f o r e  t h e  c o m m i t t e e  m e m b e r s .  H e  
e x p l a i n e d  t h a t  t h e  a m e n d m e n t  to  p a g e  7, l i n e  20, a l l o w s  
o l d - t i m e r s  in r u r a l  a r e a s  t o  g e t  i n t o  t h e  g u i d i n g  s y s t e m .  
R e p r e s e n t a t i v e  H u d s o n  c o m m e n t e d  t h a t  t h e  a m e n d m e n t  s e e m s  
s u b s t a n t i v e  a n d  h e  w a s  c o n c e r n e d  t h a t  it h a d  n o t  b e e n  t a k e n  
u p  in t h e  p u b l i c  p r o c e s s .  H e  w a s  h e s i t a n t  t o  t a k e  it  u p  
n o w  a n d  p r e f e r r e d  r e c o m m e n d i n g  it to  t h e  t a s k  force.
Mr. B u r n s  c o m m e n t e d  t h a t  t h e  i s s u e  h a d  b e e n  d i s c u s s e d  b y  
t h e  t a s k  force. T h e  s e c t i o n  a p p l i e s  to r u r a l  r e s i d e n t s  a n d  
w o u l d  d o  w h a t  R e p r e s e n t a t i v e  J a c k o  e x p l a i n e d .  H e  f e l t  
t h e r e  w o u l d  b e  n o  o p p o s i t i o n  t o  t h e  a m e n d m e n t .
C h a i r m a n  M e n a r d  a d d e d  t h a t  t h e  c o n c e p t  w a s  r u n  b y  t h e  
o u t f i t t e r s  a n d  t h e y  e x p r e s s e d  no  p r o b l e m s  w i t h  it.
J O E  C L U T C H ,  r e p r e s e n t i n g  A l a s k a  P r o f e s s i o n a l  H u n t e r s ,  
t e s t i f i e d  t h a t  h e  h a d  b e e n  i n v o l v e d  w i t h  t h e  
g u i d i n g - o u t f i t t i n g  i s s u e  f o r  t w o  y e a r s  a n d  t h a t  h e  
s u p p o r t e d  t h e  e n d m e n t  in its p r e s e n t  form. H e  s a i d  it 
o f f e r s  t h e  o p p o r t u n i t y  f o r  p e o p l e  in t h e  b u s h  t o  g e t  into- 

t h e  s y s t e m .
T h e  q u e s t i o n  w a s  c a l l e d  a n d  t h e  c o m m i t t e e  V O T E D .  T h e  
A M E N D M E N T  ( A t t a c h m e n t  #2) w a s  a d o p t e d .
R e p r e s e n t a t i v e  N a v a r r e  M O V E D  t o  R e p o r t  O u t  o f  C o m m i t t e e  
C S H B  1 1 2 (RES), a s  a m e n d e d ,  w i t h  I N D I V I D U A L  R E C O M M E N D A T I O N S .  
T h e r e  w a s  N O  O B J E C T I O N ,  a n d  it w a s  so  o r d e r e d .
C S H B  1 1 2 (RES) w a s  R e p o r t e d  O u t  o f  C o m m i t t e e  w i t h  f o u r  
f i s c a l  n o t e s ,  ( f i s c a l  i m p a c t  f r o m  D F & G  a n d  D C E D  a n d  z e r o  
f i s c a l  n o t e s  f r o m  D N R  a n d  DPS) a n d  p r o v i d e d  a DO  P A S S  
R E C O M M E N D A T I O N .
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S UBJECT: Sectional Summary of CSHB 112 (Resources);
An Act relating to big game hunting and to 
the regulation of big game and marine mammal 
guide-outfitting, transportation, and other 
commercial services for big game hunters, 
creating the Big Game Commercial Services 
Board; relating to presumptive sentences for 
violation of certain big game commercial ser­
vices statutes; and providing for an e f f e c­
tive date.

TO:

FROM:

Representative Lyman Hoffman 
Representative Ron Larson 
Co-Chairs, House Finance Committee

George U t e r m o h l e ^ ^ /
Legislative Counsel

The following is a sectional summary of CSHB 112 (Re­
sources ).

Please note that a summary of a bill should not be c o n­
sidered an authoritative interpretation of the bill. The 
bill itself is the best statement of its contents.

Section 1 of the bill repeals and reenacts AS 08.01.010(10) 
to provide that the Big Game Commercial Services Board is 
subject to and benefits from centralized licensing p r o c e­
dures under AS 08.01.

Section 2 of the bill repeals and reenacts AS 08.03.010(c)- 
(20) to provide that the Big Game Commercial Services Board 
terminates on June 30, 1993 under the "sunset" provisions of 
AS 08.03.

Section 3 of the bill adds n e w  sections to AS 08.54.
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ARTICLE 4. BIG GAME COMMERCIAL SERVICES BOARD.

Sec. 08.54.300 establishes the Big Game Commercial Services 
Board (Board) in the Department of Commerce and Economic 
Development. The Board consists of nine members. Two m e m­
bers of the board are licensed guide-outfitters. Two m e m­
bers of the Board are licensed transporters. One member of 
the Board is a commercial use permit holder who is not a 
guide-outfittcr or transporter. One member of the Board is 
a member of the Board of Game who is chosen by the Board of 
Game. One member is a person who represents Native land­
holders. Two members of the Board are public members. The 
guid e - o u t f i t t e r , transporter, commercial use permit holder, 
and public members of the Board, as well as the representa­
tive of Native landholders, are appointed by the governor.

Sec. 08.54.310 sets out the duties and powers of the Board. 
The Board shall prepare, grade, and administer examinations 
for guide-outfitters licenses and for game management unit 
certifications; determine qualifications for class-A a s s i s­
tant guide-outfitter, marine mammal guide - o u t f i t t e r , and 
assistant guide-outfitter licenses; establish performance 
standards for providers of big game commercial services and 
regulate the activities of these providers; publish an a n n u­
al list of big game commercial services providers; prohibit 
big game commercial services that are unsportsmanlike, u n­
ethical, unsafe, etc; revoke, suspend, or deny renewal of 
licenses and permits; authorize issuance of transporter li­
censes and commercial use permits; meet at least twice each 
year; and provide for registration of base camps and other 
f a c i l i t i e s .

The Board may establish a management system for guide- 
outfitters and establish standards of supervision that a 
guide-outfitter must exercise over class-A assistant guide- 
outfitters and assistant guide-outfitters.

Sec. 08.54.320 provides that the Board shall adopt r e g u­
lations as required by this chapter and as necessary for 
administration of this chapter.

Sec. 08.54.330 provides that the Department of Fish and 
Game, Department of Natural Resources, and Department of 
Public Safety shall provide the Board with information n e c­
essary to regulate providers of big game commercial s e r­
vices .
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A R T IC L E  5 .  L I C E N S IN G .

S e c .  0 8 . 5 4 . 3 5 0  s e t s  o u t  t h e  m in im um  q u a l i f i c a t i o n s  n e c e s s a r y  
f o r  a  g u i d e - o u t f i t t e r  l i c e n s e .  A p e r s o n  who  c u r r e n t l y  h o l d s  
a  m a s t e r  g u i d e  l i c e n s e  may  r e c e i v e  a  m a s t e r  g u i d e - o u t f i t t e r  
l i c e n s e ,  b u t  i s  i n  a l l  o t h e r  r e s p e c t s  t r e a t e d  a s  a g u i d e -  
o u t f i t t e r .  A g u i d e - o u t f i t t e r  may  c o n t r a c t  t o  g u i d e - o u t f i t  
h u n t s  f o r  b i g  g am e .

S e c .  0 5 . 5 4 . 3 6 0  s e c s  o u t  c n e  m in im um  q u a l i f i c a t i o n s  n e c e s s a r y  
f o r  a  m a r i n e  mammal  g u i d e - o u t f i t t e r  l i c e n s e .  A m a r i n e  mam­
m a l  g u i d e - o u t f i t t e r  m ay  c o n t r a c t  t o  g u i d e - o u t f i t  h u n t s  f o r  
m a r i n e  m am m a l s .

S e c .  0 8 . 5 4 . 3 7 0  s e t s  o u t  t h e  r e q u i r e m e n t s  f o r  r e n e w a l  o f  
g u i d e - o u t f i t t e r  a n d  m a r i n e  mammal  g u i d e - o u t f i t t e r  l i c e n s e s .  
T h e  d e p a r t m e n t  may n o t  r e n e w  a  l i c e n s e  u n l e s s  t h e s e  r e q u i r e ­
m e n t s  a r e  s a t i s f i e d .

S e c .  0 8 . 5 4 . 3 8 0  s e t s  o u t  t h e  m in im um  q u a l i f i c a t i o n s  n e c e s s a r y  
f o r  a  c l a s s - A  a s s i s t a n t  g u i d e - o u t f i t t e r  l i c e n s e .  A c l a s s - A  
a s s i s t a n t  g u i d e - o u t f i t t e r  m ay  n o t  c o n t r a c t  t o  g u i d e - o u t f i t  
h u n t s .  A c l a s s - A  a s s i s t a n t  g u i d e - o u t f i t t e r  m u s t  b e  u n d e r  
t h e  s u p e r v i s i o n  o f  a  g u i d e - o u t f i t t e r  b u t  m ay  t a k e  c h a r g e  o f  
a  camp i n  t h e  a b s e n c e  o f  a g u i d e - o u t f i t t e r .

S e c .  0 8 . 5 4 . 3 9 0  s e t s  o u t  t h e  m in im u m  q u a l i f i c a t i o n s  n e c e s s a r y  
f o r  a n  a s s i s t a n t  g u i d e - o u t f i t t e r  l i c e n s e .  An a s s i s t a n t  
g u i d e - o u t f i t t e r  may  n o t  c o n t r a c t  t o  g u i d e - o u t f i t  h u n t s  a n d  
m u s t  b e  e m p l o y e d  b y  a  g u i d e - o u t f i t t e r  a n d  s u p e r v i s e d  b y  a 
g u i d e - o u t f i t t e r  o r  c l a s s - A  a s s i s t a n t  g u i d e - o u t f i t t e r  w h i l e  
i n  t h e  f i e l d  o n  a h u n t .

S e c .  0 8 . 5 4 . 4 0 0  s e t s  o u t  t h e  r e q u i r e m e n t s  f o r  o b t a i n i n g  a n d  
r e n e w i n g  a  t r a n s p o r t e r  l i c e n s e .

A t r a n s p o r t e r  may  p r o v i d e  t r a n s p o r t a t i o n  s e r v i c e s  t o  b i g  
g am e  h u n t e r s .  A t r a n s p o r t e r  may a l s o  p r o v i d e  a c c o m m o d a t i o n s  
t o  b i g  game, h u n t e r s  i n  t h e  f i e l d  i n  c e r t a i n  s i t u a t i o n s .  A 
t r a n s p o r t e r  m u s t  p l a c e  a  d e c a l  p r o v i d e d  b y  t h e  d e p a r t m e n t  o n  
e a c h  p i e c e  o f  t r a n s p o r t a t i o n  e q u i p m e n t  t h a t  t h e  t r a n s p o r t e r  
u s e s  i n  p r o v i d i n g  t r a n s p o r t a t i o n  s e r v i c e s  t o  b i g  game h u n t ­
e r s  .

S e c .  0 8 . 5 4 . 4 1 0  p r o v i d e s  f o r  a n  a p p e a l  t o  t h e  c o m m i s s i o n e r  o f  
c o m m e r c e  a n d  e c o n o m i c  d e v e l o p m e n t  i f  a n  a p p l i c a n t  f o r  a n y
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c l a s s  o f  g u i d e - o u t f i t t e r  l i c e n s e  o r  t r a n s p o r t e r  l i c e n s e  i s  
d e n i e d  a  l i c e n s e  b y  t h e  B o a r d .  S p e c i f i c  c r i t e r i a  t h a t  a n  
a p p e l l a n t  m u s t  s a t i s f y  i n  o r d e r  t o  f i l e  a n  a p p e a l  u n d e r  t h i s  
s e c t i o n  a r e  s e t  o u t .

S e c .  0 8 . 5 4 . 4 2 0  p r o v i d e s  t h a t  g u i d e - o u t f i t t e r ,  m a r i n e  mammal  
g u i d e - o u t f i t t e r ,  a n d  t r a n s p o r t e r  l i c e n s e s  a r e  r e n e w e d  a n ­
n u a l l y .

S e c .  0 8 . 5 4 . 4 3 0  p r o v i d e s  f o r  e x a m i n a t i o n s  f o r  a n y  c l a s s  o f  
g u i d e - o u t f i t t e r  l i c e n s e  t h a t  may  b e  r e q u i r e d  u n d e r  t h i s  
c h a p t e r .  T h e  B o a r d  s h a l l  a d m i n i s t e r  q u a l i f i c a t i o n  e x a m i n a ­
t i o n s  a t  l e a s t  t w i c e  a  y e a r  a n d  a t  l e a s t  o n c e  e a c h  tw o  y e a r s  
s h a l l  a d m i n i s t e r  t h e  e x a m i n a t i o n s  a t  a  l o c a t i o n  o u t s i d e  o f  
A n c h o r a g e .  The  e x a m i n a t i o n s  m u s t  b e  a d m i n i s t e r e d  a t  l e a s t  
90  d a y s  a p a r t .

Th e  B o a r d  s h a l l  r e g u l a r l y  p r o v i d e  i n f o r m a t i o n  o n  e x a m i n a ­
t i o n s  a n d  q u a l i f i c a t i o n s  f o r  a l l  c l a s s e s  o f  g u i d e - o u t f i t t e r  
l i c e n s e s  t o  r e s i d e n t s  o f  r u r a l  a r e a s .

S e c .  0 8 . 5 4 . 4 4 0  p r o v i d e s  f o r  r e n e w a l  o f  a l l  c l a s s e s  o f  
g u i d e - o u t f i t t e r  l i c e n s e s  a f t e r  t h e  l i c e n s e  h a s  l a p s e d .  I f  
a n y  c l a s s  o f  g u i d e - o u t f i t t e r  l i c e n s e  h a s  l a p s e d  f o r  tw o  c o n ­
s e c u t i v e  y e a r s ,  t h e  a p p l i c a n t  m u s t  s a t i s f y  t h e  r e q u i r e m e n t s  
f o r  i n i t i a l  i s s u a n c e  o f  t h e  l i c e n s e .

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

S e c .  0 8 . 5 4 . 4 5 0  p r o v i d e s  t h a t  t h e  d e p a r t m e n t  s h a l l  s e t  f e e s  
f o r  e x a m i n a t i o n s  a n d  l i c e n s e s  r e q u i r e d  u n d e r  t h i s  c h a p t e r .
A l i c e n s e  f e e  f o r  a n y  c l a s s  o f  g u i d e - o u t f i t t e r  l i c e n s e  i s  i n  
a d d i t i o n  t o  t h e  f e e  p a i d  f o r  a  h u n t i n g  l i c e n s e .

S e c .  0 8 . 5 4 . 4 6 0  r e q u i r e s  t h a t  a  p e r s o n ,  o t h e r  t h a n  a l i c e n s e d  
g u i d e - o u t f i t t e r ,  m a r i n e  mamma l  g u i d e - o u t f i t t e r ,  o r  t r a n s ­
p o r t e r ,  who  p r o v i d e s  o t h e r  b i g  game c o m m e r c i a l  s e r v i c e s  f o r  
c o m p e n s a t i o n  r e g i s t e r  w i t h  t h e  B o a r d ,  o b t a i n  a  c o m m e r c i a l  
u s e  p e r m i t ,  a n d  p a y  t h e  c o m m e r c i a l  u s e  p e r m i t  f e e .  E x a m p l e s  
o f  " o t h e r  b i g  game  c o m m e r c i a l  s e r v i c e s "  a r e  l i s t e d .

S e c .  0 8 . 5 4 . 4 7 0  r e q u i r e s  g u i d e - o u t f i t t e r s ,  m a r i n e  mammal  
g u i d e - o u t f i t t e r s ,  a n d  t r a n s p o r t e r s  t o  o b t a i n  a n  a n n u a l  c om ­
m e r c i a l  u s e  p e r m i t  a n d  p a y  t h e  c o m m e r c i a l  u s e  p e r m i t  f e e .
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T h e  d e p a r t m e n t ,  i n  c o n s u l t a t i o n  w i t h  t h e  B o a r d ,  s h a l l  s e t  
t h e  a m o u n t  o f  t h e  c o m m e r c i a l  u s e  p e r m i t  f e e .

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

T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  s h a l l  s e p a r a t e l y  a c c o u n t  
f o r  t h e  f e e s  r e c e i v e d  f o r  c o m m e r c i a l  u s e  p e r m i t s .  Th e  l e g ­
i s l a t u r e  m ay  u s e  t h e  m on e y  r e c e i v e d  f o r  c o m m e r c i a l  u s e  p e r ­
m i t s  t o  m a k e  a p p r o p r i a t i o n s  t o  t h e  D e p a r t m e n t  o f  F i s h  a n d  
Game a n d  t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  f o r  game m a n a g e m e n t  
a n d  e n f o r c e m e n t  o f  g ame  l a w s .

A R T IC L E  6 .  P E N A L T IE S .

S e c .  0 8 . 5 4 . 5 0 0  s e t s  o u t  t h e  p r o c e d u r e s  f o r  d i s c i p l i n e  o f  a  
p e r s o n  who  h o l d s  a n y  c l a s s  o f  g u i d e - o u t f i t t e r  l i c e n s e .

T h e  B o a r d  may  h o l d  a  d i s c i p l i n a r y  h e a r i n g  u p o n  r e c e i v i n g  a  
w r i t t e n  c o m p l a i n t  a b o u t  t h e  g u i d e - o u t f i t t e r  l i c e n s e e .  T h e  
B o a r d  s h a l l  h o l d  a  d i s c i p l i n a r y  h e a r i n g  u p o n  r e c e i v i n g  t h r e e  
c o m p l a i n t s  f r o m  m em b e r s  o f  t h r e e  s e p a r a t e  h u n t i n g  p a r t i e s  
a b o u t  a  l i c e n s e e ' s  a c t i v i t i e s  o r  a  c o m p l a i n t  a b o u t  a  l i c e n s ­
e e ' s  c o n d u c t  i n  a l i f e - t h r e a t e n i n g  s i t u a t i o n  o r  i f  t h e  l i ­
c e n s e e  i s  c o n v i c t e d  o r  c e r t a i n  s t a t e  o r  f e d e r a l  l a w s .

T h e  B o a r d  may  r e v o k e ,  s u s p e n d ,  o r  d e n y  r e n e w a l  o f  a n y  c l a s s  
o f  g u i d e - o u t f i t t e r  l i c e n s e  a f t e r  a  h e a r i n g  i f  t h e  B o a r d  
f i n d s  t h a t  t h e  l i c e n s e e  e n g a g e d  i n  c e r t a i n  p r o s c r i b e d  a c t i v ­
i t i e s  o r  v i o l a t e d  c e r t a i n  s t a t e  o r  f e d e r a l  l a w s .

T h e  B o a r d  s h a l l  r e v o k e  a n y  c l a s s  o f  g u i d e - o u t f i t t e r  l i c e n s e  
a f t e r  a h e a r i n g  i f  t h e  B o a r d  f i n d s  t h a t  t h e  l i c e n s e e  i s  n o t  
q u a l i f i e d  f o r  t h e  l i c e n s e  h e l d ,  i s  i n c o m p e t e n t ,  o r  h a s  b e e n  
c o n v i c t e d  o f  c e r t a i n  s t a t e  o r  f e d e r a l  l a w s  d u r i n g  t h e  
p r e c e d i n g  f i v e  y e a r s .

T h e  B o a r d  s h a l l  i m m e d i a t e l y  s u s p e n d  a n y  c l a s s  o f  g u i d e -  
o u t f i t t e r  l i c e n s e  i f  a c e r t i f i e d  c o p y  o f  a  j u d g m e n t  o f  c o n ­
v i c t i o n  o f  a l i c e n s e e  f o r  c e r t a i n  s t a t e  o r  f e d e r a l  c r i m e s  i s  
f i l e d  w i t h  t h e  B o a r d .

S e c .  0 8 . 5 4 . 5 0 5  p r o v i d e s  f o r  t h e  d i s c i p l i n e  o f  t r a n s p o r t e r s  
a n d  c o m m e r c i a l  u s e  p e r m i t t e e s .
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T h e  B o a r d  may  h o l d  a  d i s c i p l i n a r y  h e a r i n g  r e g a r d i n g  t h e  a c ­
t i v i t i e s  o f  a  t r a n s p o r t e r  o r  c o m m e r c i a l  u s e  p e r m i t t e e  u p o n  
r e c e i v i n g  a c o m p l a i n t  a b o u t  t h e  t r a n s p o r t e r  o r  c o m m e r c i a l  
u s e  p e r m i t t e e .  Th e  B o a r d  s h a l l  h o l d  a  d i s c i p l i n a r y  h e a r i n g  
u p o n  r e c e i v i n g  t h r e e  c o m p l a i n t s  f r o m  m em b e r s  o f  t h r e e  s e p a ­
r a t e  h u n t i n g  p a r t i e s  a . b o u t  t h e  t r a n s p o r t e r ' s  o r  p e r m i t t e e ' s  
a c t i v i t i e s  o r  i f  t h e  t r a n s p o r t e r  o r  p e r m i t t e e  i s  c o n v i c t e d  
o f  c e r t a i n  s t a t e  o r  f e d e r a l  l a w s .

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

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

T h e  B o a r d  s h a l l  i m m e d i a t e l y  s u s p e n d  a t r a n s p o r t e r  l i c e n s e  o r  
c o m m e r c i a l  u s e  p e r m i t ,  i f  a  c e r t i f i e d  c o p y  o f  a  j u d g m e n t  o f  
c o n v i c t i o n  o f  l i c e n s e e  o r  p e r m i t t e e  f o r  c e r t a i n  s t a t e  o r  
f e d e r a l  c r i m e s  i s  f i l e d  w i t h  t h e  B o a r d .

S e c .  0 8 . 5 4 . 5 1 0  s e t s  o u t  g e n e r a l  p r o v i s i o n s  a p p l i c a b l e  t o  
d i s c i p l i n a r y  p r o c e e d i n g s .

A p e r s o n  who  i s  d i s c i p l i n e d  u n d e r  AS 0 8 . 5 4 . 5 0 0  o r  0 8 . 5 4 . 5 0 5  
may  n o t  e n g a g e  o r  b e  e m p l o y e d  i n  t h e  b u s i n e s s  o f  p r o v i d i n g  
b i g  g am e  c o m m e r c i a l  s e r v i c e s  d u r i n g  a  p e r i o d  o f  l i c e n s e  o r  
p e r m i t  r e v o c a t i o n  o r  o t h e r  d i s c i p l i n a r y  a c t i o n .  A p e r s o n  
who  i s  l i c e n s e d  u n d e r  t h i s  c h a p t e r  o r  w h o  h o l d s  a  c o m m e r c i a l  
u s e  p e r m i t  m ay  n o t  e m p l o y  a  p e r s o n  w h o s e  l i c e n s e  o r  p e r m i t
u n d e r  t h i s  c h a p t e r  h a s  b e e n  s u s p e n d e d  o r  r e v o k e d .

A l i c e n s e  o r  p e r m i t  t h a t  h a s  b e e n  r e v o k e d  m u s t  b e  s u r r e n ­
d e r e d  i m m e d i a t e l y  t o  t h e  d e p a r t m e n t .

A c e r t i f i e d  c o p y  o f  a  j u d g m e n t  o f  c o n v i c t i o n  i s  c o n c l u s i v e  
e v i d e n c e  o f  t h e  c o m m i s s i o n  o f  t h e  o f f e n s e  i n  a d i s c i p l i n a r y  
p r o c e e d i n g  o f  t h e  B o a r d ,  r e g a r d l e s s  o f  w h e t h e r  t h e  c o n v i c ­
t i o n  r e s u l t e d  f r o m  a  p l e a  o f  n o l o  c o n t e n d e r e  o r  t h e  c o n v i c ­
t i o n  i s  u n d e r  a p p e a l ,  u n l e s s  t h e  c o n v i c t i o n  i s  o v e r t u r n e d  o n  
a p p e a l .
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The  B o a r d  s h a l l  n o t i f y  a c o m p l a i n a n t  o f  t h e  r e s u l t  o f  t h e  
B o a r d ' s  h e a r i n g  w i t h i n  3 0  d a y s  a f t e r  t h e  h e a r i n g .  T h e  B o a r d  
m u s t  a l s o  n o t i f y  a  c o m p l a i n a n t  o f  i t s  r e a s o n s  f o r  n o t  t a k i n g  
d i s c i p l i n a r y  a c t i o n .

S e c .  0 8 . 5 4 . 5 2 0  s e t s  o u t  u n l a w f u l  a c t s  i n v o l v i n g  t h e  p r o v i ­
s i o n  o f  b i g  g ame  c o m m e r c i a l  s e r v i c e s  a n d  e s t a b l i s h e s  t h e  
p e n a l t i e s  f o r  t h o s e  a c t s .

A p e r s o n  may b e  p u n i s h e d  b y  a f i n e  o f  n o t  m o r e  t h a n  $ 3 0 , 0 0 0  
o r  i m p r i s o n m e n t  f o r  n o t  l e s s  t h a n  tw o  m o n t h s  o r  m o r e  t h a n  
o n e  y e a r  o r  b o t h  f o r

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

( 2 )  c o m m i t t i n g ,  a i d i n g  i n  t h e  c o m m i s s i o n  o f ,  o r  a l l o w ­
i n g  a v i o l a t i o n  o f  c e r t a i n  f i s h  a n d  game l a w s  i f  t h e  
p e r s o n  h o l d s  a l i c e n s e  o r  p e r m i t  i s s u e d  u n d e r  t h i s  
c h a p t e r ;

( 3 )  p r o v i d i n g  b i g  game c o m m e r c i a l  s e r v i c e s  w i t h d u t  
h o l d i n g  a  c o m m e r c i a l  u s e  p e r m i t ;

( 4 )  o b s t r u c t i n g  t h e  l a w f u l  h u n t i n g  a c t i v i t i e s  o f  h u n t e r  
who  i s  n o t  a  c l i e n t  o f  t h e  p e r s o n ,  i f  t h e  p e r s o n  h o l d s  
a l i c e n s e  o r  p e r m i t  u n d e r  t h i s  c h a p t e r ;

( 5 )  p r o v i d i n g  g u i d e - o u t f i t t i n g  s e r v i c e s  e x c e p t  w h i l e  
e m p l o y e d  a n d  s u p e r v i s e d  b y  a  g u i d e - o u t f i t t e r ,  i f  t h e  
p e r s o n  i s  a  c l a s s - A  a s s i s t a n t  g u i d e - o u t f i t t e r  o r  a s s i s ­
t a n t  g u i d e - o u t f i t t e r ;

( 6 )  e n t e r i n g  o r  r e m a i n i n g  u n l a w f u l l y  o n  s t a t e ,  f e d e r a l ,  
o r  p r i v a t e  l a n d  w i t h o u t  p r i o r  a u t h o r i z a t i o n ,  i f  t h e  
p e r s o n  h o l d s  a n y  c l a s s  o f  g u i d e - o u t f i t t e r  l i c e n s e .

A p e r s o n  may  b e  p u n i s h e d  b y  a  f i n e  o f  n o t  m o r e  t h a n  $ 3 0 , 0 0 0 ,  
o r  i m p r i s o n m e n t  f o r  n o t  l e s s  t h a n  tw o  m o n t h s  o r  m o r e  t h a n  
o n e  y e a r ,  o r  b o t h  f o r  a  f i r s t  o f f e n s e  o r  b y  a  f i n e  o f  n o t  
m o r e  t h a n  $ 5 0 , 0 0 0  o r  i m p r i s o n m e n t  f o r  n o t  m o r e  t h a n  f i v e  
y e a r s  f o r  a  s e c o n d  o r  s u b s e q u e n t  o f f e n s e  f o r

( 1 )  p r o v i d i n g  g u i d e - o u t f i t t e r  s e r v i c e s  w i t h o u t  h a v i n g  
a n  a p p r o p r i a t e  c l a s s  o f  g u i d e - o u t f i t t e r  l i c e n s e  a n d  
h u n t i n g  l i c e n s e  i n  a c t u a l  p o s s e s s i o n ;
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( 2 )  a d v e r t i s i n g  o r  t o  r e p r e s e n t i n g  t o  b e  a  g u i d e -  
o u t f i t t e r  w i t h o u t  h o l d i n g  a  g u i d e - o u t f i t t e r  o r  m a r i n e  
mammal  g u i d e - o u t f i t t e r  l i c e n s e ;

( 3 )  p r o v i d i n g  t r a n s p o r t a t i o n  s e r v i c e s  t o  a  b i g  game 
h u n t e r  w i t h o u t  h o l d i n g  a t r a n s p o r t e r  l i c e n c e ;

( 4 )  c o n t r a c t i n g  t o  l e a d  & h u n t ,  i f  t h e  p e r s o n  i s  a 
c l a s s  a s s i s t a n t  g u i d e - u u n f i c c e r  o r  a s s i s t a n t  g u i d e -  
o u t f i t t e r .

A p e r s o n  who  p r o v i d e s  b i g  g ame  c o m m e r c i a l  s e r v i c e s  w h i l e  t h e  
p e r s o n ' s  l i c e n s e  t o  p r o v i d e  t h o s e  s e r v i c e s  i s  s u s p e n d e d  o r  
r e v o k e d  i s  p u n i s h a b l e  b y  a f i n e  o f  n o t  m o r e  t h a n  $ 5 0 , 0 0 0  o r  
b y  i m p r i s o n m e n t  f o r  n o t  m o r e  t h a n  t h r e e  y e a r s .

A p e r s o n  who  i s  c o n v i c t e d  o f  a n  a c t  s e t  o u t  i n  t h i s  s e c t i o n
may  a l s o  b e  s u b j e c t  t o  r e v o c a t i o n  o f  t h e  p e r s o n ' s  l i c e n s e  t o  
p r o v i d e  g u i d e - o u t f i t t e r  a n d  t r a n s p o r t a t i o n  s e r v i c e s  f o r  n o t  
m o r e  t h a n  f i v e  y e a r s  a n d  f o r f e i t u r e  o f  g u n s ,  b o a t s ,  a i r ­
c r a f t ,  a n d  o t h e r  e q u i p m e n t  u s e d  i n  c o m m i t t i n g  t h e  a c t .

A c o u r t  m ay  n o t  s u s p e n d  i m p o s i t i o n  o r  e x e c u t i o n  o f  s e n t e n c e  
a n d  t h e  p e r s o n  may  n o t  b e  g r a n t e d  p r o b a t i o n  u n t i l  t h e  m i n i ­
mum s e n t e n c e  i s  s e r v e d ,  i f  a  p e r s o n  i s  c o n v i c t e d  o f  a n  a c t
s e t  o u t  i n  t h i s  s e c t i o n .

S e c .  0 8 . 5 4 . 5 3 0  p r o v i d e s  t h a t  t h e  B o a r d  may  o b t a i n  a n  i n j u n c ­
t i o n  t o  s t o p  a p e r s o n  f r o m  v i o l a t i n g  c e r t a i n  p r o v i s i o n s  o f  
t h i s  c h a p t e r .

S e c .  0 8 . 5 4 . 5 4 0  p r o v i d e s  t h a t  a  g u i d e - o u t f i t t e r  i s  s u b j e c t  t o  
d i s c i p l i n e  b y  t h e  B o a r d  u n d e r  AS 0 8 . 5 4 . 5 0 0  f o r  v i o l a t i o n s  o f  
c e r t a i n  s t a t e  a n d  f e d e r a l  l a w s  c o m m i t t e d  d u r i n g  t h e  c o u r s e  
o f  e m p l o y m e n t  b y  a c l a s s - A  a s s i s t a n t  g u i d e - o u t f i t t e r  o r  a s ­
s i s t a n t  g u i d e  who  i s  e m p l o y e d  b y  t h e  g u i d e - o u t f i t t e r .

A R T IC L E  7 .  GENERAL P R O V I S IO N S .

S e c .  0 8 . 5 4 . 5 5 0  p r o v i d e s  f o r  t h e  c o l l e c t i o n  o f  c e r t a i n  i n f o r ­
m a t i o n  a n d  r e p o r t s  f r o m  g u i d e - o u t f i t t e r s ,  m a r i n e  mammal  
g u i d e s ,  a n d  t r a n s p o r t e r s  b y  t h e  d e p a r t m e n t .  T h i s  i n f o r m a ­
t i o n  i s  c o n f i d e n t i a l  e x c e p t  t h a t  a g g r e g a t e d  i n f o r m a t i o n  may 
b e  r e l e a s e d  i n  r e p o r t s  b y  t h e  d e p a r t m e n t .

0 8 . 5 4 . 5 9 0  e s t a b l i s h e d  d e f i n i t i o n s  f o r  " b a s e  c a m p " ,  " b i g  
4< ? " ,  " b i g  game  c o m m e r c i a l  h u n t i n g  s e r v i c e s " ,  " b i g  game
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c o m m e r c i a l  s e r v i c e " ,  " b o a r d " ,  " c o m p e n s a t i o n " ,  " d e p a r t m e n t " ,  
" e n t e r  o r  r e m a i n  u n l a w f u l l y " ,  " f i e l d " ,  " g am e  m a n a g e m e n t  
u n i t " ,  " g u i d e - o u t f i t " ,  " s p i k e  c a m p " ,  " t r a n s p o r t a t i o n  s e r ­
v i c e s " ,  a n d  " u n e t h i c a l  a c t i v i t y " .

S e c t i o n  4 o f  t h e  b i l l  am en d s  AS 1 2 . 5 5 . 1 2 5 ( e ) ,  b y  e s t a b l i s h -  
i n g  a  o n e  y e a r  p r e s u m p t i v e  s e n t e n c e  f o r  a  f i r s t  f e l o n y  c o n ­
v i c t i o n  i f  t h e  o f f e n d e r  i s  c o n v i c t e d  o f  AS 0 8 . 5 4 . 5 2 0 ( a ) ( 7 )  -
> ' v  /  •

S e c t i o n  5 o f  t h e  b i l l  am en d s  AS 1 6 . 0 5 . 4 0 7 ( a )  b y  a d d i n g  m o u n -  
t a i n  g o a t  t o  t h e  l i s t  o f  s p e c i e s  f o r  w h i c h  a  n o n r e s i d e n t  
h u n t e r  i s  r e q u i r e d  t o  u t i l i z e  t h e  s e r v i c e s  o f  a  g u i d e -  
o u t f i t t e r  a n d  b y  m a k i n g  c e r t a i n  t e c h n i c a l  c h a n g e s  t h a t  a r e  
n e c e s s a r y  t o  c o n f o r m  w i t h  t h e  r e m a i n d e r  o f  t h e  b i l l .

S e c t i o n  6 o f  t h e  b i l l  am en d s  AS 1 6 . 0 5 . 4 0 7 ( d )  b y  m a k i n g  a  
t e c h n i c a l  c h a n g e  t h a t  i s  n e c e s s a r y  t o  c o n f o r m  t o  t h e  r e o e a l  
o f  AS 1 6 . 0 5 . 4 0 7 ( e ) .

S e c t i o n  7 o f  t h e  b i l l  am en d s  AS 1 6 . 0 5 . 4 0 8 ( a )  b "  m a k i n g  t e c h -  
n i c a l  c h a n g e s  n e c e s s a r y  t o  c o n f o r m  w i t h  S e c t i o n  3 o f  t h e  
b i l l .

S e c t i o n  8 o f  t h e  b i l l  am en d s  AS 1 6 . 0 5  b y  a d d i n g  a  n ew  s e c -  
t i o n .

S e c .  1 6 . 0 5 . 7 8 3  p r o h i b i t s  h u n t i n g  c l u b s  f r o m  s u p p o r t i n g  b i g  
game h u n t i n g  a c t i v i t i e s  o r  p r o v i d i n g  f a c i l i t i e s  o r  s e r v i c e s  
f o r  b i g  game h u n t i n g .  " H u n t i n g  c l u b "  i s  d e f i n e d .

S e c t i o n  9 o f  t h e  b i l l  am en d s  AS 3 9 . 5 0 . 2 0 0 ( b ) ( 4 8 )  i n  o r d e r  
t h a t  t h e  m em b e r s  o f  t h e  B i g  Game C o m m e r c i a l  S e r v i c e s  B o a r d  
a r e  s u b j e c t  t o  t h e  c o n f l i c t  o f  i n t e r e s t  l a w .

S e c t i o n  10  o f  t h e  b i l l  am en d s  AS 4 1 . 2 3 . 4 2 0 ( d )  b y  m a k i n g  a 
t e c h n i c a l  c h a n g e  t h a t  i s  n e c e s s a r y  t o  c o n f o r m  t o  s e c t i o n  3 
o f  t h e  b i l l .

S e c t i o n  11 o f  t h e  b i l l  am en d s  AS 4 4 . 6 2 . 3 3 0 ( a ) ( 3 5 )  t o  p r o v i d e  
t h a t  t h e  B i g  Game C o m m e r c i a l  S e r v i c e s  B o a r d  i s  s u b j e c t  t o  
c e r t a i n  p r o v i s i o n s  o f  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t .

S e c t i o n  12 o f  t h e  b i l l  p r o v i d e s  f o r  t h e  t r a n s i t i o n  f r o m  t h e  
e x i s t i n g  c l a s s e s  o f  g u i d e  l i c e n s e s  t o  t h e  new  c l a s s e s  o f  
g u i d e - o u t f i t t e r  l i c e n s e s .
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A l l  c l a s s e s  o f  g u i d e  l i c e n s e s  t h a t  a r e  i n  e f f e c t  o n  t h e  e f ­
f e c t i v e  d a t e  o f  t h i s  b i l l  c o n t i n u e  t o  b e  v a l i d  f o r  t h e  p e r i ­
o d  f o r  w h i c h  t h e  l i c e n s e s  w e r e  o r i g i n a l l y  i s s u e d .
P e r s o n s  who c u r r e n t l y  h o l d  m a s t e r  g u i d e  l i c e n s e s  s h a l l  b e  
i s s u e d  m a s t e r  g u i d e - o u t f i t t e r  l i c e n s e s .  P e r s o n s  who  c u r ­
r e n t l y  h o l d  r e g i s t e r e d  g u i d e  l i c e n s e s  s h a l l  b e  i s s u e d  g u i d e -  
o u t f i t t e r  l i c e n s e s .  P e r s o n s  who  c u r r e n t l y  h o l d  c l a s s - A  a s ­
s i s t a n t  g u i d e  l i c e n s e s  s h a l l  b e  i s s u e d  c l a s s - A  a s s i s t a n t ,  
g u i d e - o u t f i t t e r  l i c e n s e s .  P e r s o n s  who  c u r r e n t l y  h o l d  a s s i s ­
t a n t  g u i d e  l i c e n s e s  s h a l l  r e c e i v e  a n  a s s i s t a n t  g u i d e -  
o u t f i t t e r  l i c e n s e .  T h e  new l i c e n s e s  s h a l l  b e  i s s u e d  t o  t h e  
c u r r e n t  l i c e n s e e  a t  t h e  t im e  o f  t h e  n e x t  l i c e n s e  r e n e w a l  
f o l l o w i n g  t h e  e f f e c t i v e  d a t e  o f  t h i s  b i l l ,  i f  t h e  p e r s o n  i s  
i n  g o o d  s t a n d i n g  a t  t h e  t im e  o f  i s s u a n c e  a n d  p a y s  t h e  a p p r o ­
p r i a t e  f e e s .

I f  t h e  D e p a r t m e n t  o f  C om m e rc e  a n d  E c o n o m i c  D e v e l o p m e n t  c a n  
i s s u e  new  l i c e n s e s  s o o n e r  t h a n  i s  r e q u i r e d  b y  t h i s  s e c t i o n ,  
t h e  d e p a r t m e n t  may  d o  s o  w i t h o u t  c h a r g e  t o  t h e  l i c e n s e e .

S e c t i o n  13  o f  t h i s  b i l l  p r o v i d e s  t h a t  n a t u r a l  p e r s o n s  who 
H a v e  p r o v i d e d  b i g  game  o u t f i t t i n g  s e r v i c e s  i n  t h e  p a s t  may  
q u a l i f y  f o r  a  g u i d e - o u t f i t t e r  l i c e n s e .

I n  o r d e r  t o  q u a l i f y  f o r  a  g u i d e - o u t f i t t e r  l i c e n s e  u n d e r  t h i s  
s e c t i o n ,  t h e  p e r s o n  m u s t  h a v e  r e g i s t e r e d  a  c am p ,  c a b i n ,  o r  
l o d g e  u n d e r  AS 1 6 . 0 5 . 7 8 7  d u r i n g  1 9 8 8 ,  e n g a g e d  i n  t h e  b u s i ­
n e s s  o f  b i g  g am e  o u t f i t t i n g  i n  1 9 8 6 ,  1 9 8 7 ,  a n d  1 9 8 8 ,  p a s s e d  
t h e  g u i d e - o u t f i t t e r  e x a m i n a t i o n  w i t h i n  tw o  y e a r s  f r o m  t h e  
e f f e c t i v e  d a t e  o f  t h i s  b i l l ,  a n d  s a t i s f i e d  o t h e r  r e q u i r e ­
m e n t s  .

A p e r s o n  who  i s  d e n i e d  a g u i d e - o u t f i t t e r  l i c e n s e  u n d e r  t h i s  
s e c t i o n  b y  t h e  B i g  Game C o m m e r c i a l  S e r v i c e s  B o a r d  may  u n d e r  
c e r t a i n  c i r c u m s t a n c e s  a p p e a l  t h e  a c t i o n  o f  t h e  B o a r d  t o  t h e  
c o m m i s s i o n e r  o f  c o m m e r c e  a n d  e c o n o m i c  d e v e l o p m e n t .

A p e r s o n  who  p r o v i d e s  s u f f i c i e n t  p r o o f  o f  p a s t  h i s t o r y  a s  a 
b i g  g ame  o u t f i t t e r  m ay  r e c e i v e  a n  i n t e r i m  o u t f i t t e r  l i c e n s e  
t h a t  i s  v a l i d  f o r  a  p e r i o d  n o t  t o  e x c e e d  tw o  y e a r s  f r o m  t h e  
e f f e c t i v e  d a t e  o f  t h i s  b i l l .

A p e r s o n  who  h o l d s  a n  i n t e r i m  o u t f i t t e r  l i c e n s e  may  p r o v i d e  
t r a n s p o r t a t i o n  a n d  o t h e r  b i g  g am e  c o m m e r c i a l  s e r v i c e s  t o  
h u n t e r s  i n  t h e  f i e l d ,  e x c e p t  t h a t  t h e  p e r s o n  may n o t  p r o v i d e  
b i g  game g u i d i n g  s e r v i c e s .
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A p e r s o n  who  h o l d s  a n  i n t e r i m  o u t f i t t e r  l i c e n s e  m u s t  p r o m p t ­
l y  r e p o r t  v i o l a t i o n s  o f  c e r t a i n  l a w s  c o m m i t t e d  b y  a c l i e n t  
o r  e m p l o y e e  o f  t h e  p e r s o n .

A p e r s o n  who  h o l d s  a n  i n t e r i m  o u t f i t t e r  l i c e n s e  m u s t  r e g i s ­
t e r  b a s e  c a m p s ,  c a b i n s ,  a n d  l o d g e s  t h a t  t h e  p e r s o n  u s e s  i n
p r o v i d i n g  b i g  g am e  o u t f i t t i n g  s e r v i c e s .  T h e  p e r s o n  m u s t  
r e p o r t  t h e  a m o u n t  a n d  k i n d s  o f  b i g  game t a k e n  b y  e a c h  h u n t e r  
who  u s e s  t h e  r e g i s t e r e d  c am p ,  c a b i n ,  o r  l o d g e .

A p e r s o n  who  h o l d s  a n  i n t e r i m  o u t f i t t e r  l i c e n s e  a n d  who
f a i l s  t o  r e p o r t  v i o l a t i o n s  o f  c e r t a i n  l a w s  b y  c l i e n t s  a n d  
e m p l o y e e s  i s  p u n i s h a b l e  b y  a  f i n e  o f  n o t  m o r e  t h a n  $ 2 , 0 0 0  o r  
i m p r i s o n m e n t  f o r  up  t o  o n e  y e a r  o r  b o t h .  F a l s i f i c a t i o n  o f  
a n  a f f i d a v i t  o f  r e g i s t r a t i o n  f o r  a  b a s e  c am p ,  c a b i n ,  o r  
l o d g e  c o n s t i t u t e s  t h e  c r i m e  o f  u n s w o r n  f a l s i f i c a t i o n  u n d e r  
AS 1 1 . 5 6 . 2 1 0 .

T h e  t e r m s  " b a s e  c a m p " ,  " b i g  g a m e " ,  " f i e l d " ,  " g u i d i n g " ,  a n d  
" o u t f i t t i n g "  a r e  d e f i n e d .

S e c t i o n  14 o f  t h e  b i l l  a l l o w s  c e r t a i n  e x t r a o r d i n a r y  a p p o i n t -  
m e n t s  t o  f i l l  t h e  i n i t i a l  v a c a n c i e s  o n  t h e  B i g  Game C omm e r ­
c i a l  S e r v i c e s  B o a r d .

T h e  g u i d e - o u t f i t t e r  s e a t s  o n  t h e  B o a r d  m ay  i n i t i a l l y  b e  
f i l l e d  b y  p e r s o n s  who  a r e  e i t h e r  a  m a s t e r  g u i d e  o r  r e g i s ­
t e r e d  g u i d e  u n d e r  c u r r e n t  l a w  o r  w ho  r e g i s t e r e d  a  c am p ,  c a b ­
i n ,  o r  l o d g e  u n d e r  AS 1 6 . 0 5 . 7 8 7  d u r i n g  1 9 8 8  a n d  e n g a g e d  i n  
t h e  b u s i n e s s  o f  b i g  g am e  o u t f i t t i n g  i n  1 9 8 6 ,  1 9 8 7 ,  a n d  1 9 8 8 .

T h e  t r a n s p o r t e r  s e a t s  o n  t h e  B o a r d  may i n i t i a l l y  b e  f i l l e d  
b y  p e r s o n s  who  e n g a g e d  i n  t h e  b u s i n e s s  o f  p r o v i d i n g  t r a n s ­
p o r t a t i o n  t o  b i g  game h u n t e r s  i n  1 9 8 6 ,  1 9 8 7 ,  a n d  1 9 8 8 .

S e c t i o n  15 o f  t h e  b i l l  p r o v i d e s  f o r  t h e  c o n t i n u a n c e  o f  l e g a l  
p r o c e e d i n g s , h e a r i n g s ,  i n v e s t i g a t i o n s ,  a n d  r e g u l a t i o n s  d u r ­
i n g  t h e  t r a n s i t i o n  f r o m  t h e  c u r r e n t  g u i d e  s t a t u t e s  (A S  0 8 . -  
5 4 . 0 1 0  -  0 8 . 5 4 . 2 4 0 )  t o  t h e  g u i d e - o u t f i t t e r  s t a t u t e s  c o n ­
t a i n e d  i n  t h i s  b i l l .

S e c t i o n  16  o f  t h e  b i l l  p r o v i d e s  f o r  t h e  r e p e a l  o f  t h e  c u r -  
r e n t  g u i d e  s t a t u t e s  (A S  0 8 . 5 4 . 0 1 0  -  0 8 . 5 4 . 2 4 0 ) ;  t h e  r e q u i r e ­
m e n t  f o r  b i g  g am e  t a g  h a r v e s t  r e p o r t s  a n d  b i g  game  t r a n s ­
p o r t e r  r e p o r t s  (A S  1 6 . 0 5 . 3 7 0 ( b )  a n d  ( c ) ) j  t h e  r e q u i r e m e n t  
t h a t  n o n r e s i d e n t  h u n t e r s  p r o v i d e  i n f o r m a t i o n  o n  b i g  game 
h u n t i n g  s e r v i c e s  u s e d  i n  t a k i n g  m o o s e  a n d  c a r i b o u


