
LlFORNIA 

FAI R POLITICAL PRACTICES CO!',,'MISSION 
1100 K Street 
Sacramento 95814 
(916) 322·5660 

Mr. Michael Kantor 

,January 2" 1976 

of Manatt, Phelps & Rothenberg 
1888 Century Park East, 21st FIr. 
Los Angeles CA 90067 

Dear Mickey: 

EDMUND G. BROWN JR .. Governor 

Thank you for your letter of December 9, 1975, request­
ing informal advice with regard to your legal representation 
of Eli Lilly Company. You asked whether formulation and 
adoption of the proposed Volume Purchase Plan comes within 
the definition of "administrative action" set forth in Gov. 
Code Section 82002. 

As you indicated in your etter, the Plan would be experi­
mental and the Department of Health does not contemplate the 
adoption of any rule or regulation to implement the proposed 
program. While these factors indicate that development of the 
program is not a "quasi-legislative proceeding" and, therefore, 
not administrative action, there are other facts which indicate 
that adoption of the program may, in fact, be administrative 
action. The pilot program would substantially alter the pro­
cedure by which the drugs are supplied to Medi-Cal patients 
in California by regulating the purchase and distribution of 
approximately 75 different drugs for a period of at least one 
year. On balance, I believe that formulation of the plan may 
be the development of a standard of general applicability, 
and, as such, is administrative action within the meaning of 
the Political Reform Act. 

Because the question is a close one, I am unable to an­
swer your question definitively. Instead, I suggest that you 
consider the activities of the Department of Health to be 
administrative action, and register as a lobbyist if appro­
priate. Even if you are not a lobbyist by virtue of your 
activities on behalf of Eli Lilly Company, your client may be 
required to file monthly statements in accordance with 
Section 86108(b). 

You may, if you wish, submit a formal opinion request 
regarding this matter for consideration by the entire Commission. 

DHL:pvp 

Sincerely, 

Daniel H. Lowenstein 
Chairman, for the Commission 



State of California 

Memorandum 

To STAFF Date December 23, 1975 

From FAIR POLITICAL PRACTICES COMMISSION 

Na talie E. Tiles t 

Subject: Letter from • Kantor, }1anatt, Phelps & Rothenberg concerning Lilly 
Company and the Volume Purchase Plan 

I obtained the following additional information: 

There is no express statutory authorization for the Volume Purchase 
Plan. The state argues that California's responsibility for implementing 
the Medi-Cal program inherently provides for such a program. 

No rules or regulations will be adopted because the program will be 
a research and demonstration program, and Kantor says you don't need regu­
lations for such a pilot program. h%en implemented, GSA will let bids for 
about 75 drugs, and each winning drug company will supply quantities of 
that drug for all Medi-Cal patients in California. 

Kantor comes to Sacramento to discuss the issues involved in the 
plan. It's impossible to segragate which of his time is spent on issues 
that might be litigated and which time is limited to agency action. 

NE\.J: 

1. Is development of the VPP a "quasi-legislative procedure?" 

2. Is it a "proceeding?" 

3. If a proceeding, is it a proceeding at which action is taken 
involving the purchase or sale of property by such agency? 
at which an action is taken awarding a grant or contract? (18202) 

We will discuss this at a mutually advantageous time. 
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