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2001 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SCR 4027
Scnate Human Scrvices Commitiee
O Conference Committee

Hearing Date February 13, 2001

Tape Number |~ SideA . SideB _Mter i
Committee Clerk Signature ,ZQA/—/‘“ . '
Minutes:

The committee was called to order.

The hearing on SCR 4027 was opened.

SENATOR RUSSEL THANE introduced the resolution. (Written material)

MR. JORDON supports resolution,

DAVE ZENTNER, Dept of Human Services supports resolution, (Written testimony)
SENATOR LEE: Do you think there is any reason to amend in Medicaid? MR, ZENTNER: No
HOWARD ANDERSON, JR,, Pharmacy, supports resolution. This would be a provision of
prescription drugs to those that can't afford it. SENATOR KILZIR: The use of generic
prescriptions - are they widely used now? MR, ANDERSON: Generic utitization is good. It is
generally used. 2 or 3% advise brand name necessary.

ROD ST, AUBYN, BCBS, supports the resolution,

NORM STUMILLER, AARP, supports resolution,




Page 2

Senate Human Services Commiittee
Bill/Resolution Number SCR 4027
Hearing Date February 13, 2001

CAL ROLFSON, Pharmaccutical representative (Pharna) supports resolution and oftered to
provide technical help, support and date to the study.

The hearing was closed on SCR 4027,

Discussion was held,

SENATOR MATHERN moved an amendment. Another Whereas, beginning line 18,
“Whereas, Medicaid drug expenditures for the 1997-99 bicanium totaled $47.1 million were
from the general fund; for the 1999-2001 biennium, the department of human services budgeted
$50.4 million, of which $15 million are state funds; and the latest estimates indicate that the
department of human services will expend $63.5 million, of which $18.9 million are state funds
while the department of human services is anticipating expenditures in the next bicnnium to
exceed $80 million; and™ . SENATOR LEE suggested on line 15, Consumers add™ and the state™
. and after line 1S and whether ND should establish a program 1o assist in the purchase of
prescription drugs based on income. SENATOR MATHERN moved the amendments,
SENATOR FISCHER scconded the motion. Voice vote carried. SENATOR FISCHER moved
a DO PASS AS AMENDED. SENATOR POLOVITZ scconded the motion. Roll call vote

carried 6-0. SENATOR MATHERN will carry the bill,
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REPORT OF STANDING COMMITTEE (410) Module No: SR-28-3457

February 15, 2001 8:58 a.m. Carrier: T. Mathern
Insert LC: 13057.0101 Title: .0200

REPORT OF STANDING COMMITTEE
SCR 4027: Human  Services Committee (Sen.Lee, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SCR 4027 was placed on the
Sixth order on the calendar.

Page 1, line 2, after "consumers” insert "and the state, and whether the state should establish
a program to assist in the purchase of prescription drugs based upon income"

Page 1, after line 4, insert:

‘“WHEREAS, Medicaid drug expenditures for the 1997-99 biennium totaled
$47.1 million, of which $12.3 million were from the general fund; for the 1999-2001
biennium, the department of human services budgeted $50.4 million, of which
$15 million are state funds; and the latest estimates indicate that the department of
human services will expend $63.5 million, of which $18.9 million are state funds while
the department of human services is anticipating expenditures in the next biennium to

exceed $80 million; and"

Page 1, line 21, after "consumers" insert "and the state, and whether the state should establish
a program to assist in the purchase of prescription drugs based upon income"

Renumber accordingly

(2) DESK, (3) COMM Page No. 1 SIPARETY;
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House Human Services Committee
U Conference Committee

Hearing Date March 21, 2001
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Minutes:

Chairman Price; We will open the hearing on SCR 4027, Clerk will read the title,

Sen. Thane - District 25: Introducnd resolution. 'The resolution you see before us is better than

the original one 1 introduced. 1 think cvery one of us in this room has heard from our
Congressional delegation either through the media or otherwise, about how they go across the
border into Mexico and buy blood pressure medication at half the price. They do it on a regular
busis and bring it back not only for themselves, but their fricnds and neighbors. There is
something wrong when there is that much discrepancy. This happens in Canada also. ! think
rather than read a bunch of Whereas's T will close my testimony and urge you to pass this
resolution,

Galen Jordre, R.Ph. - Exceutive Vice President: We support this study, (See written testimony),
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Rep. Weisz: In one of the Whereas's it talks about cost of the competition drugs...increasing at a
ratc outpacing inflation 2 to 1. s that because of the increase usage, the price of the drug itself,
increased dosage rates. Can you comment on that a little bit,

Jordre: 1 think when we would talk about the top Gty drugs. If the top fifty drugs were the same
top fifty drugs we had five years ago, the price would be within the rate of inflation, The reason
that figure looks large is becuuse probably of the top fifty drugs maybe half of them might be
new entitics introduced at a higher cost than some of the things they replaced. Or actually are
enfirely new entities for which there was no treatment before,

Rep. Niemeier; In your third paragraph, just as a point of clarification, are you relating those

numbers of deaths to improper drug use?

Jordre: That is what the study had shown. That study was based on an carlier study released in
1996, that was published in a4 number off AMA publications, so it has been well scrutinized and
they just re-projected the numbers,

David Zentner - Director of Medical Serviees for the Department of Human Serviees: |appear

today in support of this resolution, (Sec written testimony),

Rep. Devlin: Does the departiment have any costs to show us on what less hospitalization,
substituting expense surgery by substituting drug treatment that type of thing. We always just
took at the cost of drugs, and T understand there are better and better drugs coming out on the
matket all the time, but we never seem to look at what the savings are also to the budget because
we are spending all those dollars in those arcas?

Zentner; There certainly is a benetit to drug therapy. 1t is difficult to quantify what the amount is,
but 1 can give you an example of what happened 1o hospital costs in the Medicaid program. 1

can't say that all of it relates to drug therapy because of the things that have happened with in
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patient, But the bottom line is we are spending less money on hospitals than we did three
bicnnium's ago. That is even taking into consideration inftation, The bottom line is the cost for
inpatient hospital has dropped and I think part of that is certainly due to better drug regimen.
How much, I couldn’t quantify. [ think it is true, there are benefits to new drug therapy.

Rep. Devlin: When we looked at prior authorization, one of the things that was baftling to the
committee is the DUR board had not been in operation and had not met yet, but 1 understand that
they are talking about mectung again?

Zentner; Yes, they had a preliminary meeting this week to look at the new system we have to
review for drugs. We anticipate getting that rolling again as soon as the session is over with,
Rep. Galvin: The disparity between the Canadian and the Mexican drugs. Are those drugs of the
same quality, and have they undergone the same research?

Zentner: | don’t know if Fam in a position to answer that,

Jordre: T don’t khow if T am in a position to answer, but i lot of them are the same, many are
produced m the United States and exported out, However there are manufacturing tacilitics in
Mexico that are out side the realm of Food and Drug Administration. I think the other thing is
within in Canada there is a rigid system of price controls. So the pharmaceuticals there are not
frecly priced. But 1 would say in Canada there is a much higher incidence of those products that

would mecet the US standards. But there is no guarantee that al} of them would.

Cal Rolfson - Legislative Council PHARMA: While we are neither for or against this bill, but we

expect it to pass. 1 only testify to tell you that PHARMA will offer to be an active participant in
any study conducted during the interim. We would be pleased to be a participant, There is a host

of data that is nowhere better available than from PHARMA,
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Chairman Price: Any questions? Anyone clse in favor or neutral? Any opposition? 1 will ¢lose

the hearing on SCR 4027. Do you want to take action on this?

(some discussion on preventable deaths)

Rep. Cleary: 1 move a do pass.
Rep. Weisz: | second.

Chairman Price: | have a do pass for the consent calendar and a second. All those in favor signify

by saying Aye, Opposed?
COMMITTEE WORK
MOTION FOR A DO PASS
UNANIMOUS VOICE VOTE

CONSENT CALENDAR

CARRIED BY REP. SANDVIG
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REPORT OF STANDING COMMITTEE (410) Module No: HR-49-6287

March 21, 2001 1:20 p.m. Carrier: Sandvig
insert LC:. Title:.

REPORT OF STANDING COMMITTEE

. SCR 4027, as engrossed: Human Services Committee (Rep. Price, Chairman)
recommends DO PASS and BE PLACED ON THE CONSENT CALENDAR (14 YEAS,

0 NAYS, 0 ABSENT AND NOT VOTING). Engrossed SCR 4027 was placed on the
Tenth order on the calendar.

(2) DESK, (3) COMM Page No. 1 Hi1-40.6287
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TESTIMONY BEFORE THE SENATE HUMAN SERVICES COMMITTEE
REGARDING SENATE CONCURRENT RESOLUTION 4027
FEBRUARY 13, 2001

Chairman Lee, members of the committee, | am David Zentner, Director of Medical
Services for the Department of Human Services. | appear before you to support

this resolution.

The cost of prescription drugs in the Medicaid Program has increased
dramatically over the past four years and are expected continue their upward

spiral with no end in sight.

Drug expenditures for the 1997-99 biennium totaled $47.1 million, of which $12.3
million were general funds. This was 17.3% greater than the amount used to
build the appropriation for that period. In the current biennium, the Department
budgeted $50.4 million, of which $15 million are state funds. Our latest estimates
indicate that we will actually expend $63.5 million, of which $18.9 million are state
funds. This is 26% greater than the amount used to build the budget for this

biennium.

We are anticipating expenditures in the next biennium to exceed $80 miilion.

The Napartment did attempt to institute a prior authorization process for certain
drugs in the current legislative session. We introduced the bill to assist us in
providing appropriate and cost effective medications to individuals enrolled in
the North Dakota Medicaid Program. That bill was soundly defeated in the House.
At this time the Departmont iias tow options availabie to counter the high cost of

drugs.




We believe that a study of drug pricing including the impact on the Medicaid
Program is appropriate at this time and the Department supports a do pass on

this resolution.

| would be happy to answer any questions you may have.
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Introduction

The high cost of prescription drugs is a fact of life for everyone, But elders and adults with
disabilitics are particularly affected. This booklet is intended to be a guide for Mainers who need help
paying for their prescription drugs especially those on Medicare, It will not have all the answers tor
everyone. If you don't tind what you need in this guide, call one of the organizations listed in the
back of this booklet for assistance.

When u doctor prescribes a medication for you, be sure to let him or her know what other drugs you
are taking, including over-the-counter drugs like aspirin. It may be that you don’tneed another
medication. Also, some drugs when taken together cause undesirable side effects,

Generie medications are sometimes less expensive than brand name medications, You should cheek
with your doctor and/or pharmagy to see it a generic medication can be substituted for a brand name
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' you have questions about health insurance, you can get help from the State Health tnsurance i
Assistance Program (SHIP). This statewide service provides information and assistance for people (
whao have questions about their health insurance. Counselors can assist Medicare beneticiaries with
Medicare, Medicaid, Medigap Supplemental Insurance, Long-term care insurance, the Explanation of
Medicare Benefits statements and other Kinds of health insurance issues,

You can talk to a counselor at the office, over the phone or in your oawwvn home. To get in touch with a
counselor, please call: Bureau of Elder and Adult Services, your Local Arca Agency on Aging or
Fepal Services for the Elderly Hotline

Medicare & Medicaid

DOES MUEDT AR COVEYANY PREFSOCRIMIUON DR

Medicare pays for prescription drugs while you are in the hospital, But Medicare does not otherwise
cover presceription drugs, except for very limited medical conditions. Outside of a hospitul Medicare
only covers certain anti-cancer and immunaosuppressive drugs needed after an organ transplant,

WHAT ABOUT MEDICARE SUPPLEMENTAL INSURANCE?

If you are on Medicare, you may be able to purchase a private Medicare supplemental (Medigap)
insurance policy that covers some of the costs of prescription drugs. These policies are more
expensive than Medigap policies that do not cover prescription drugs, Whether you should purchase
one of the more expensive Medigap plans depends on your ability to pay the monthly premium and
the co-payment and the annual costs of your prescription drugs.

Call your tocul Arca Agency on Aging or Legal Services for the Flderly to discuss your Medigap
options,

ARE THERE ANY MEDICARE+CHOICE HMO PLANS IN MAINE?

Maine has one Medicare HMO that serves York, Cumberland, Sagadahoce, Androscoggin, Franklin,
Kenaebee, Waldo, and southern Pepchuast Counties, Medicare boneficiaries eorollad in this MO
have a prescription drug benefit, Starting in January 2000, the Medicare HMO will offer two plans
with prescription drug benefits,

For more information about Medicare health insurance choiees, contact vour focal Area Agencey on
Aging or Legal Services tor the Flderly,

HOW DO FFIND OUT IF 1T AM ELIGIBLE FOR MEDICAID?

I you are eligible for Medicaid, your prescription drugs will be covered except for a small co-
payment that you pay the pharmacy. In 2000, you may be eligible for Medicaid if you are.

o Anindividual with a gross monthly income under $771 and assets under $2,000, or
o A couple with a gross monthly income under $1,038 and assets under $4.,000,
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Call your localDepartment of Human Services Regional office and ask to have an application maifed
taryou or go your local Area Agency on Aging and fill out an application,

[F'your income is Tow and your assets fall within these limits. call vour local Department of Human
Services Regional Office and ask to have an application mailed to you or go to the office and §ill out
an application.

If your income and asscts are slightly over the Himits, itis still a good idea to fill out an application,
Even if you are not cligible for full Medicaid benefits, you may be elivible for other types of
assistance that can help pay for your Medicare Part B premium and other health care costs. [he
Eligibility Specialists at the Department of FHuman Services will help you get any assistance for
which you are eligible. You can also call your Jocal Arca Agency on Aging or Lepal Serviees for the
Elderty to find out more about Medicaid eligibility.

The Department of Human Services has a special program for those who have Medicare because of a
disability. If you return to work, you may be able to enroll in Medicaid at no cost to you or for a very
low premium. Medicare would continue to be your primary insurance. Medicaid would cover your
deductibles and co-payments as well as your prescription drug costs. 1 you want more information
about this program, call your local Department of Human Services office.

Maine Low Cost Drugs for the Elderly or Disabled Program

‘ The Maine Low Cost Drugs for the Elderly or Disabled Prosram helps eligible citizens get certain
preseription drugs at a love cost. If yow are eligible, yowswill get a card (the "drug card”) that you
can show the pharmacist when you pick up your prescription You must reapply every year for this
program.

How do 1 qualify for the Low Cost Drug Program?
To qualify for the Low Cost Drug Program you must:

a. 3¢ a Maine resident,
b, Beat feast 62 years old, or 19 yeary old or older and disabled according to the standards of

Social Security,
¢. Have a houschold income of less than 185% of the federal poverty level for vour household
size ($1,279/month for one; $1,705/month for two in the year 2000).

I you spend 40% or more of your houschold income on preseription drugs, the income limits are
25% higher.

The household income Timits will change every year. The application for the Tow Cost Drag Progran
will list the household income limits for that year,

. Who do [ contact for more information?

Bureau of Elder and Adult Services can provide general information and send you an application.
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Toll Free 1-800-262-2232
Local/Out-of-State 207-624-5335
TTY 207-624-5442 or 1-888-720-1925

Maine Low Cost Drug for the Elderly and Disabled

Toll Free 1-888-600-2466
TTY 207-622-3219

Maine Revenue Services process the applications and can answer eligibility and financial questions

207-626-8475
TTY 207-287-4477

Bureau of Medical Services can provide information about medications covered in the programs

207-287-1818

Toll Free 1-800-321-5557

TTY 1-800-423-4331 OR 207-287-1828

Where can I get help filling out the application?

Contact your local Area Agency on Aging, your local Community Action Program or your town or
city office.

What prescription drugs are covered?

The program has two parts - the Basie Program and the Supplemental Program.

Under the Basic Program, the State pays 80% of the cost of the drug and you pay $2.00 or 20%,
whichever is greater, Under the Basic Program, prescription drugs used to treat the following chronic

conditions are covered:

Diabetes

Heart Discase

High Blood Pressure

Chronic Lung Disease (including Emphysema and Asthma)
Arthritis

Anticoagulation

Hyperlipidemia (High Cholesterol)
Incontinence

Thyroid Discase

Osteoporosis (Bone Density Loss)
Parkinson's Discase

(Hlaucoma

Multiple Sclerosis

ALS (Lou Gehrig's Discase)

hitn://www state. me.us/dhs/beas/medbook . htm 9/14/00
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drugs. For generic prescription drugs the Department of Human Services will pay 80% of the cost and
you will pay 20%, or a $2.00 minimum. This means the program will pay part of the cost for a
generie prescription drug for any condition, not just conditions covered under the basic program. The
State will use the definition of generic drug as defined by the Medi-Span'™ drug database,

. There are two major changes to the program. The first one adds coverage of ALL generie prescription

‘The second change adds catastrophic coverage to the DEL program. After you have spent $1000 for
the year on prescription drugs, then all of your prescription drugs after that point will cost you only
20% or a $2.00 minimum. The Department of Human Services will pay 80% of the cost of those
prescription drugs. You will not need to keep track of how much vou spend on prescription drugs.
The State computer system will know at any time how much you have spent for your preseription
drugs and when you have met the $1000 cap. The year for tracking prescription drug expenditures
will be from August 1, 2000-July 31, 2001 to coincide with the start date of the new DEL expansion,
The computer starts tracking your prescription drug expenditures en August 1, 2000 for those alicaay
enrolled in the DEL Program, For new DEL Program enrollees, the computer will start tracking your
prescription drug expenditures from the date your DEL card is issued.

If you do not have a DEL card and would like an application or if you would like more information
about prescription drug coverage under the program, please cheek with your focal pharmacy or the
Department of Human Services. The toll free telephone number for the DEL Program is 1-888-600-
2466. The TTY telephone number is (207) 622-3210. You may also write to:

Department of Human Scrvices
DEL Program

Burcau of Medical Services

I'1 State House Station
Augusta, MIs 04333-0011

Drug Company Patient Assistance Programs

Many drug companies have special programs to help people swho cannot afford the cost of their
brand name prescription drugs. Ofien yowr doctor will know about these programs. If it is hard for
yend 1o pay for your drugs, ask your doctor if he or she can help you get assistance from the drug
companies.

These are not public benefit programs. dceeptance is entirely up to the drig company. Generic drugs
are not covered hy these programs,

I can’t afford my prescription drugs, how can I get help?
Most drug companies have programs to give people drugs for free or for a very low cost, To get into

one of these programs, you have to apply to the drug company and you have to meet the eligibility
requirements.

‘ Who is eligible?

Anyone can apply for this program, you do not have to be elderly or disabled. Each company sets its
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own requirements. Most companies require that:

. » You have no insurance that covers outpatient prescription drugs, (
¢ Youdo not qualify for a government assistance program for prescription drugs, like Medicaid,
and
o Your income must be within certain income limits.

How do I apply?

The application process for each company is different. Usually your doctor fills out and sends in the
application form. The telephone numbers for the drug companies are listed below, You can call the
company to find out more about the patient assistance program.

How do I know which company to call?

All'you need to know is the name of the prescription drug. Your doctor or the pharmacist will be able
to tell what company makes the drug,

How will I get my medications?

The drug company will send a supply of the medication to your doctor. Usually 1t will be a 90-day
supply. You will have to pick up the medication at your doctor's office,

It could take 4 to 8 weeks 1o find out if your application has been approved. In the meantime ask your (
doctor to help by giving you samples, -

How do I get refills?

Your physician will need to contact the drug company every time you need refills, To make sure that
you do not run out of the medication, you will have to tell your doctor at least a month before you
need a refill,

How long will I be able to get help?

Most companics do not have time limits and will contirve to send you the medications as long ag you
are cligible for the program. You need to check with the companies to find out if they have time
limits,

[ need more information, Who can 1 call?
You can contact your local Arca Agency on Aging or Legal Services for the Elderly

An information booklet, "Guide to Low Income Medication Assistance Pregrams” has been prepared
by the Staff of the U.S. Senate Special Committec on Aging. The booklet describes the program and
includes a letter that can be shared with your physician or health care provider explaining the (

. program, To obtain a copy, contact your U.S. Senator,

[ you or someone you know has Internet access, a helpful Web site is wwiv.needymeds.com. This
Web site has up-to-date information about patient assistar.ce programs, a list of drugs that are
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covered, and a list of the drug companics.

‘ ‘
. Other Resources

VETERANS BENEFITS
Outpatient pharmacy services are. provided free to:

o vcterans recetving medication for treatment of service-connected conditions; and
e veterans whose income does not exceed the maximum VA pension

Other veterans may be charged $2 for each 30-day supply. If you are a veteran, call the number for
the Veterans Administration. You can also get more information from veterans groups such as the
Amvets, VFW or the American Legion.

HIV/AIDS DRUG ASSISTANCE PROGRAM (ADAP)

People with HIV/AIDS can get assistance from the State of Maine to get HIV-related medications
free of charge. ADAP is a program of the Burcau of Health's HIV/STD Division. To be eligible a
person must have ¢ houschold income of 200% or less of the federal poverty level and meet certain
medical requirements. Most anti-HIV medication will be available at no cost and without hmitation.

A new program beginning in 2000 will give people with HIV greater access to health care, including
medical treatment and prescription drugs, Catl the Burcau of Health at DHS at (207)287-2093 or your
local AIDS service organization for more information.

People with HIV/AIDS who are not able to get all their medications through ADAP should apply
directly to the drug companics for their patient assistance programs.

IT you are interested in ADAP contact the Maine Burcau of Health at (207) 287-3747, Or contact one
of the HIV/AIDS organizations in the state or contact the AIDS Hotline at 1-800-851-2437,

FREE CLINICS

Free clinics offer free primary care services to people with low income or who have no insurance or .
are under-insured. Each clinic has its own eligibility guidelines. However, some clinics do not offer

services to people who are on Medicare. You may even be able to get some of your prescription

medications at the clinic. You should call the clinics to find out if you are eligible for services and

what kind of services are available at the clinic. The three largest ¢linies are:

Ellsworth Free Clinic

P.O Box 5104
Ellsworth, Maine 04603 207-667-7953 -

. Biddeford Free Clinic
189 Alfred Street
Biddeford, Matne 04005 207-282-1138
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Portland Street Clinic '
15 Portland Street (
Portland, Maine 04101 207-874-8982

HOSPITAL PROGRAMS

Most hospitals have programs to give people free medical services either in the hospital or at a family
practice clinic. Usually these programs are available to people who have very low income and no
health insurance. If you need hospital services or out-patient care, ask if you can fill out an
application. You may still have some expenses for which you will be responsible.

If medications are prescribed that you cannot afford, these programs will give you samples when
available and will help you enroll in the patient assistance pragrams of the drug companics.

COMMUNITY HEALTH CENTERS

Community health centers provide medical services to people on a sliding fee scale. The locations
and telephone numbers for these clinics are listed below. The clinics do not have their own
prescription drug program, but they may be able to give you samples of the medication. Most clinics
will help you enroll in the patient assistance programs of the drug companies.

MAIL ORDER COMPANIES

. There are private companies that offer discounts on prescription drugs. Some companies have mail (
order services. Either you or your doctor sends them the prescription, The company will mail the
drugs to you at home. You pay a discounted price for the drugs and the shipping charge.

Other companies have discount programs that give you a card to use at participating pharmacics. You
have to pay a fee to enroll in these programs. You will get a discount on your prescription
medications, For more information contact your Jocal Area Agency on Aging.

INDIAN HEALTH SERVICES

A wide range of medies!, dental, ment.] healt!, and sorinl services e avajiohl < to the Penabse o,
Passamaquoddy, Maliscet and Micmac peoples. Each group has a clinic where most primary health
care services are available. Prescription drugs can also be covered under Indian Health Services
programs, However, there are limits to both the medical services and prescription drug coverage. For
more information about Indian Health Services in Maine, call the health center for the tribe to which

you belong,

HIV/AIDS Setvice Organizations
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§ 254-B. Maine resident low-cost prescription drug program

The department shall conduct a program, referred to in this seetion as the "Maine
resident low-cost prescription drug program" or the "program,” to provide low-cost
prescription drugs to qualifying residents of this State. [1999, ¢, 431, §1 (ncw). |

I. Agreement. A drug manufacturer that sells prescription drugs in this State may
voluntarily clect to enter into a rebate agreement with the devartment. The agreement must
be modeled after Section 1927 of the United States Social security Act and must include the
requirement that the manufacturer make rebate payments to the State each calendar quarter
or according to a schedule established by the department.

[1999, c. 431, §1 (new).]

2. Rebate amount. The rebate amount required from a manufacturer to the State is
equivalent to the rebate amount caleulated under the Medicaid Rebate Program pursuant (o
42 United States Code, Section 1396r-8.

(1999, ¢. 431, §1 (new).]

o

3. Discount to qualifying residents. Any participating retail pharmacy that sells drugs
covered by an agreement pursuant to subscetion | shall discount the retail price of those
drugs sold to qualifying residents. The department shall adopt rules to establish discounts
for covered drugs and rules that promote the use of efficacious and lower-cost drugs. The
amount of the discount for covered drugs must be determined by considering an average of
all rebates provided pursuant to subsection 2, weighted by sales of drugs subject to these
rebates over the most recent 12-month period for which the information is available. The
total aggregate discount amount for all covered drugs must be equivalent to the total
aggregate rebate amount for all covered drugs sold, less the administrative costs of the
program pursuant to subscction 6,

[1999, ¢. 431, §1 (new).]

4. Operation of program. Participating retail pharmacies shall submit claims to the
department to verily the amount of discornt due the resident. The department may not
impose charges on retail pharmacics that submit claims or receive payments under the
program. The retail pharmacies shall charge residents the current retajl price charged by
cach retail pharmacy for that prescription drug to persons purchasing that drug who are not
covered by insurance or 3rd-party pavor plans, less the discount amount. pursuant to

. subsectien 3,

hetp:/janus.state.meus/egis/statutes/2 2tte 22 see 250-B htin 9000
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The amount of the discount must be indicated on the resident's receipt. On a weekly or
hiweekly basis, the retail pharmacy must be reimbursed by the department for drug
. discounts provided to residents. The department shall colleet the necessary utilization data (
from the retail pharmacies submitting claims in order to comply with 42 United Stales
Code, Scction 13961-8. The department shall protect the confidentiality ot all information
subject to confidentiality protection under state and federal Taw, rule or regulation.

(1999, ¢c. 431, §) (new).]

5. Discrepancies in rebate amounts. Discrepancics in rebate amounts must be resolved
using the process established in this subscction.

A. If there is a discrepancy in the manufacturer's favor between the amount claimed
by a pharmacy and the amount rebated by the manufacturer, the department, at the
department's expense, may hire a mutually agreed-upon independent auditor.
Following the audit, if a discrepancy still exists, the manufacturer shall justify the
reason for the discrepancy or make payment to the department for any additienal
amount due. [1999, c. 431, §1 (new).]

B. If there is a discrepancy against the interest of the manufacturer in the
information provided by the department to the manufacturer regarding the
manufacturer's rebate, the manufacturer, at the manufacturer's expense, may hire a
mutually agreed-upon independent auditor to verify the accuracy of the data
supplied to the department, Following the audit, i a discrepancy still exists, the
department shall justily the reason for the discrepancy or refund to the manufacturer
any excess payment made by the manufacturer. {1999, ¢. 431, §1 (hew). | (

. C. Following the procedures established in paragraph A or B, either the department

or the manufacturer may request a hearing before the Administrative Hearings Unit.
Supporting documentation must accompany the request for a hearing,.[1999, c. 431,
§1 (new).]
(1999, ¢. 431, §1 (new).]
6. Administrative and associated computer costs for program, Administrative and
computer costs for the program must be funded solely from the rebates received from the

pharmaceutical manufacturers. The department may not spend more for the administrative
costs and associated computer costs of this program than it spends on the elderly Tow-cost

drug program.
[1999, ¢. 431, §1 (new).]

7. Obligation of retail pharmacies in State. The obligation of retail pharmacies to
discount drugs to qualifying residents begins 3 months after the drug manufacturer begins to
pay the rebate to the department,

[1999, ¢. 431, §1 (new).]

® C
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8. Dedicated tund. There is established the Prescription Drug Dedicated FFund, referred

(o in this section as the "fund,” to receive revenue from manufacturers who pay rebates as
. provided in subsection 1, to reimburse retail pharmacies for discounts provided to residents

pursuant to subsections 3 and 4 to reimburse the department for administrative and
associaled computer costs and o pay other reasonable program costs. The fund is a
nonlapsing dedicated fund. Interest on fund balances accrues to the fund. Surplus funds in
the fund must be used to increase the amount of discounts given to residents under the
progrim,

(1999, ¢. 431, §1 (new).]

9. Annual summary report. The department shall report the status of the program to
the Lepislature on an annual basis. The report must include information on changes in 3rd-
party prescription drug coverage and the financial status of the program.

[1999, c. 431, §1 (new).]

14, Qualifying resident. Qualifyirg resident, also referred to in this seetion as a
"resident," means a legal resident of this State who does not have 3rd-party prescription
drug coverage.

[1999,¢. 431, §1 (new).]

11. Participating retail pharmacy. Participating retail pharmacy, also referred to in
this section as a "retail pharracy,” means a retail pharmacy located i this State, or another
business licensed to dispense prescription drugs in this State, that voluntarily elects to
participate in the program ana that provides discounts to residents as provided in subsection
3.

(1999, ¢. 431, §1 (new).]

12, Rulemaking. The department shalt adopt rules to implement the provisions of this
seetion. Rules adopted pursuant to this subscction are major substantive rules as defined in
Title §, chapter 375, subchapter 1-A.,

[1999, c. 431, §1 (new).]
Section History:
1999, c. 431, § 1 (NEW).
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BY JOHN BUNTIN

any residents of Maine,
especitly senior it
2ens strugpling to et
by ona fixed income,
are fed up with the
ilu;zh prices of prescoption drags, “hey're
coang, “Thas s wrong This is unfiin," " says
aten Judy Parades, chairman of the
Ath and Homin Services Commuitted,
"They T agoby | hey worked. They had
s tasely oo errement Then diness his
ad e breaks them complerely "
Sevbast Gall, Pacandis sponsored—and the
the Mame Residen
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With prescription drug costs soaring, states
are taking bold steps to bring them down.

Law-Cost Drug Program, which requires
pharmaceuncal manufocturers thie do
Business in the state 1o provide consumers
with a Medicaid-level rebate onall drag
purechases.

That was pust the beginning, however,
as Matine Lawrakers soon cime to realize
that the state budper wasn'timmune from
the probleny, erher, "We hiad a $60 nl-
lose Medicand shoalall dhis yeat, and most
ol i was due to the g cost ol presengs
ton diugs,” says Chelhie Pingree, ihe Sen-
ate nngonity leader

Iy May, Governor Apgns Kings sy

it Ly thee i’ b
plormacentnal proe con

il Il’!:l‘vi.illnli A he voal ol
the Mame Rx proga i
ambitous: Temms 1o edaoce
the cost of all presception
deags sold i the state by
approximately 40 percent by
July 2003.

Indeed, the appearance of
8 new generation of very
effecuive, very expensive pre-
scription drugs 15 squecning
the pockethooks of haly
seniors and state Medicind
programs throughout 1he
country. And with proposals
fur a new Medicare prescrip-
tion drug benchit bopped
Jown in Congruss, stotes are
starting to respond with an
array of Innovative—and
untested—programs.
According ta the National

Conlerence of State el
_tures, more than 20 stites
debated Tegislaton this year

_that would T some way help
ow-income seniors purchase
ruscn tion drugs. Most are

—propusals, such s creating

senior pharmacy-assistance
—proprams, which pick up part
_of the costs of senlors’ drug
__purchases, or expanding cli-
_Libility for stateMedicaid
__programs, But a handful of

- states have, like Maine, grown impaticnt

with simply picking up the tab and uge

pressing ahead  with  more  radical
nppmuciws.

In the past year, legislators in the New
England states, as well as in California and
in Florida, have passed legislation intended
o lower the prices of preseription deags,
Massachusetts 1s seeking to create a
statewide bulk-purchasing pool that would
use the state's purchasing power to nepots.
ate discounts on prescription dluj:s for
seitiors, stiake empleyees, and the uninsired.
Californey and Florida are attempting: o
extend the discounts Mediead recipients
receve on prescoption drags to Medicare
henehicianes, And i growmp number of pol.
wy makers view price-control measares
sich s Mame's as ther best hope for haold
13y N1 WYL resetiptoeen dnu{t sty | lw ph,”
nuncenteal ichintey, howeser, sees them s
apotentiab disaseer wde makmg

b e Y




ost Amenicans hay prescop
ton s i Jeconmred poces
ol Hen manaped-care
planee Tow mcome people enrollad i
sttt Medicard programs get deep dis
conmds, o Fedend B reguares tha dhg
nemubas tarers offer Medicand progrims
then "hest avilable prces” for meost prod-
aors Docaddimon, deug companies gener
alby v stane Medicand programs a rebaie
o deags sold o Medicaid recipiems.
Mudicare, the federal healih insurnce
program for older Americans, is different.
Althomgh i covers most medical proce:
Jdures, ivdoesn't cover the costs of pre
sription drugs. Still, many sesiors nan-
W TO SeCUTE PRESERPHDD Jiog coveragre
anyway, Some hive aceess o discounted
prescription drugs through the health

i Bitter Pills .

$1AXY Fon people vl st means, ihae
can be fomaneslly snions

The problem s’ exactly new “la
SOmme sense, s an apeeobd e, e
Rachind Cimehi, o semar policy speciabisg
ot the Navonal Conterence of Siane e
ishirares, “There are some people who
cannot afford the prescopoon dines they
need or their dactors sy they need, o
there's always an uent or even dosperane
medieal sitnation for some indimadoals,™
Indeed, many stites have Tong soughi 1o
help this populition. Ar least o dosen
states have had senior pharmicyssis.
tance progriims since the nud: 19805 This
year, four more stnes --Flonda, Indsana,
Kansas and South Carohna-=creared
such a program for the first tme,

However, whit was once i problem has

Since 1990, the annual parcentage change in prascription drug
costs has outpaced all other areas of health care spending---ond
tha overall tate of inflation—in the Uniled States. :

Presciiplion arugs ll U.S. inflation yote'
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insurance plans of their former employ-
ers. Others buy supplemental *“Medigap”
insurance. Seniors with incomes below
150 percent of the poverty line often qual-
iy for Medicaid.

But approximately one-thied of all
Medicare recipients—about 13 million
people-—don't have access to discounted
prescripion drugs. These seniors earn too
much 1o qualify for Medicaid and oo futle
to afford supplemental insurance. As i
tesult, when they need to buy o preserip-
o deag, they have o choe but o oo
2 pharmacy snd pay the full retal prce.
A more than $3 e il the setal pice
bt yean's supply of Prdosee, o beguently
pnese shed uleer medicanion, v wp
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turned into a crisis. In recent years, druy
costs have shot through the roof. In 1998,
spending on prescription diugs increased
18.4 percent from the previous year,
bringing national spending on preseription
drugs to alinost $80 lhon. fn 1999,
increased another 18.8 percent.

The primary force hehind fast-rising
prices is the appearance of 4 new genera-
tion of wonderdrugs, Seniors with arthritis
don'c want Advil (5 cenes a pill) when
they can take Celebrex ($2.20 0 pilt). As
drag manulactirers bave loaghn pose
and more imnovinve bas expensive pies
seeiprions drags to masker, senions have
devoted even mone of ahen e
HESOEees 'myuln tHiese [V wli iy

Fepmbarors i s winth Bgz sinphisg
spdit fuve Been content o conmine 1o
A koogwnnns g ealwol ey thougdn
g poces were seasonable: B s
migly, they Jon't A senes o stadhes
e storescalont how proces e prosenp.
non Jerasoan Cancebeare ol i by fowey
e the prcs s ol the very same disge i ehe
Hented States bave convineed many haws
mahers that comsumyiens e yonng o b
deal “The prce difference s sodramang, it
st stokes people as somibing thi's
untorr,” says Manme’s Pingree, who s the
primany sponsor of the stare's presciption
drag price-conteol legislation,

Some stare ofhicils stispeet they're
petting the besedeal, either. Despite being
legelly entitled 1o recee the "hest avail-
ahte prce” (phis amannfiucturer’s rebare),
in practice, state Medicad progrums ofien
don'r. Whibe drog pricing s i potoriously
murky matter, it's elear it other mstivae
thonal costomers are pertmg apeer dis-
counts than state Madicaid programe, A
recent stude by the Lewin Group eseie
mated i b health mainteinee orga-
nizanems buy druges for 30 w39 peicent
Tess tan the reeil price. That's at feast
twice as hig s the discounts stare Medie-
nid progmams are receiving,

The WS, Department of Verenims
Afliirs is abso perting much bigger dis
counts i stite governments. By himit-
ing veterans' drug choices o a relatively
small number of medicines, and thus
assuring drug companies who bed for s
husiness a large marker, health policy
experts ostimate the Veterans Adminis-
tration's price breaks at between 35 and
40 pereent.

After years of hasically paying what
they were told to pay, states are now start-
ing to question these pricing arrange-
ments. "We have a veterans' hospital right
down the road, and the price the federal
government has negotiated for veterans’
drugs is about as low as the Canadtan
prices,” says Pingree, “Sa we're saying,
how come the feds just down the road
from us can purchase drugs for their
clients ut these mch fower prices but we
an't!”

n the pist yeir, stides’ tichics 10
reduce the cost of prescrption drgs
havae carded waidely -fromy the price-
conteal regime of Masne to the iee
ket approac b of Massaclisert,
Fhe Bav Seace matemptiog o dower Rs
e the e way thae FINMEY b
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Fryerng 0 DIk o ], Nk Monegeny,
e e el the Semare Ways ans) Means
Conosnitieraserted Lot o the
s omenseal il year JOX badger
Dot sinecied the execunve b v dial
o pl i e employees, Med
o eollees, all ol the parmepants e
St Ior PIERLICY - ISt PIOERI
s she sminsared mionsigde purchae
gt ponl. Montiny's hope was that el
pool, which could porentially amoant 1o
e thany i midhon peaphe-=roupthly the
s e s the state's Tirpest povate-sic.
tor Dl Dy plan —would be able to negoni-
ate 1 kmds of deep disconnts on pre-
seription drugs thag many HMOs had.
Monigmy and other backers of the mea-
sure, who included former Republican
Governor William Weld and former
Demueratic Congressman Joseph Ken-
ey, o umed tha they were smply uying
o amess the seare'’s narker power o
[y vosts for same of the state's neediest
citizens. “[NJegotinting vahinme discounts
(renn Jeug companives and securdng price

N, L eyt
L N ‘.;k;".”'( o

‘ 7' RS RN
g2 oarolorty Logdor,
FercholliBiPingree sponsorad |
QS dinER tandmark price- "
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reductions from pharmacies have become
standind practice in the health care indus-
iy, winte Wekdand Kennedy ina Boston
Gilobw op-td sepporting the proposal, “The
anly people wha don't benefie from these
maeket mechinisms are those who most
hewd o Dreak =<the 70 milhan poor and
elderly Americans wathouat prescoption
i coveryge o iy b

“Ner view this oo nosbramen,” says

o Brosvey, ehef conmsed o the NMossa
chosers Semanne Woys and Meass Comin
pee Phivmacenncal fims and e seie'’s
dymanne biotech industry sine the meastre
dilterently. *Ies nor macketphace conipenr
oo, sy Jeffrey Prewhor, spokesperson
for the Phamacenneal Researevand Man-
ufscturers Assocition (PhRMA)

"When yongive s discount toa povate:
sector health plans, dhere is snll a discussion
with the company,” he notes. "The com-
pany can still sit down with the pharmacy
and therapentics committee of an HMO
and make o case thatmaybe the discount
should not be as great as you'd like for it
tor be and here's why. There's still a back-
and-forth discussion, whereas with a gov-
ernment-mandated prograns, there is no
discussion. It's mandied.” And with gov-
ernment mandates, Trewhitt adds, “gocs
the power to prtin place price contols or
threaten price comrols.”

Govemor Paul Cellucei ultimately
signed the legislation that included Mon-
tigny's bulk-purchasing plan. However,
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his administration has yet to implement
the program. While the department
charged with drafting the plan has cited
prablems with the legislative language and
asked for more time, many legislators see
this as an effort to sabotage a picce of leg-
islatton that Cellucci signed only reluc.
tantly.

Last fall, e the same tane Massaclh-
setts' legilutune was attempting 1o create

e connny™s Tnat statewide btk prrchins.
e programy, Liwmakers from four stares -
Mane, Missachisens, New I ampshre
and Ve —were mecting 1o discuss an

even more ambinons e the creanon of

areional, New Englind wide btk pur-
chasigg pood. Since then, the gronp b
expanded to mclade representatives from
Al the New Enptand states, as well as New
York and Pennsybvania. In June, the group
formally orgamized ssell s the Northeast
Legislation Assocration on Prescription
Drag Prices and constituted nself as a

501(c)3.

any state and federal officinls

are enthusiastic about the idea

.of a regnonal bulk-purchasing

pool. “1 think it's a great idea, and we've

been very supportive of the regional

approach,” says Judith Kuiland, the New
England regional director for the U.S.
Department of Health and Human Ser-
vices. *“When ook at the data, and | ook
at the purchasing prices of countries
throughout Europe”—where
beand-name preseription drug
prices are often much fower
than in the United States—
“and [ look at populations, |
say, ‘Well, New Eagland is
13.5 million people. That's a
nice-sized population, a little
smaller than the Netherlands,
but if you add New York or
Pennsylvania, you're starling
to talk about a major country
in Europe. If purchasing for
such large numbers of people
wouldn't achieve substantial
reductions, | can't imagine
what would.”

Still, no one predicts any
dramatic movement towards a
reglonal purchasing pool in
the near future. “They do
have to figure out what they
can do with or without com-
mon legislation, what they can
do with Medicaid, what they
could do with Medicare, if there was a
prescription drug benefit,” Kurland notes.
As a result, she and most New England
state legislators believe the shott-term
focus will remain on the indwidual states
or on mare modest efforts, such as that
made by the povernors of Mame, New
Hampshire and Vermaont o create i jomnt
bulk -puschiasing poal for ther states,

Others are Gk g ditferent tack 1o
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October 1999, Caltornes passedd legislaton authored by seare
Semator Jackie Spewer that ams 1o extend the disconnged Mal
wand price taall Medice reapients, Under the provisions o
SI 393, phisrmacies thi want o contnie to participiie i Meds
Caul, Calilornin's Medicand progrom, are requited 1o ofler all
Medicare Iwneficines the sime discounted rites thie Medican
recipients reecive. Unbike most state legskisuon, Speier’s legisla-
viom targered pharmacies, noe drag manufaciarers, and thus
ivoided the ire of PhRMA.

Severnl states have passed similar legislation. Florida Gos .
ernor Jeb Bush signed legislation in February that created 3
discount prescription drug pricing propram hased on the Med:
icald rawes for Medicare enrollees. And this summer, Rhade
Island passed legislation sponsored by Licutenant Governor
Chanles Fogarty that expanded the state's existing senior phis-
macy-assistance program, which includes a mandatory puice-
rebate provision.

And beginning in November, under its low-cost drug program,
Maine will issue Rx cards to any resident who applies for them.
Even people who don't currently have some form of drug bene-
fit will realize the lower costs, Pingree says.

Maanwhile, the state will seek to negouate steep rebate agree-
ments with the varlous drug companies. In January 2001, Main-
ers with Rx cards will be eligible to recelve a 6 percent discount
on all prescription drug purchases at pardcipating pharmacies.
(To encourage pharmacies to participate in the program, Maine
allows them to charge a $6.50 processing fee for each drug order.)
As the rebates from drug manuficturers lood into the state cof-

NATIONAL MEDICAL HEALTH CARD SYSTEMS, INC.
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well as palient-cenlered quailty care and
responsive customer service,

R I S RN PP S IR H
NMHC hias been preparing for 218t century challenges sinos we starled
a3 a claims processor in 1981, Our cutting-edyo technology and chinical
axpertise’ have, transformed NMHC Inlo a natiorial leader in the
prescription management fieid. Today, wa're well positioned o take our
business into the internet sge. Owr advanced systems mowe informa.

tion fasier and make U more aghe than other PBMs iy the new
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NMHC's cusiomer relationship mansgement is fo provide a superior
levet of service, systems capabiity and fesible plan designs and clie
specific pharmacy management for local governments, third party
sdministralors, managed care, corparalions and irade unions.  The
NMHC commiiment is (o provide patient-centered care thimugh operational
sxpertise arv] company dependabity.

We sre decicated lo develnping long-lerm parinenships with the orgenizations we senve.
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fers, the diseaane will ey merease < amd reasd prces for
prese oprion deges widl Gatl. Avfeast, that s the theony

i prscnee, Masne officals Jon's expecrihac drogg companies

wld be quenmg np o ofter the state b rebates, "o we

structnred some reabiny’ o dhe L says Kevin Coneane
nen, Mane’s health and unman servaces commssiones Hdigg
company sefuses toolfer "voluntary™ iehates, Mame walletabiare
by “priorathonang” tar company’s sales 1o Medieand. Iy other
wordy, doctors will have togecapproval from the stare Medicad
program to presenbe drugs to Medicaid patients. As a result,
physicians who dislike the hassles associmted with “prior
approval” would probably switeh (o other drugs,

That's not the only “reality” in the Mine Rx program. [f the
state attorney general determines that prescription drug prices
are “unconscionable,” the attorney general now has the author-
ity to prosecote drog companies under an ol anti-profiteering
faw. And if that fails, the legiskiion provides one final remedy:
If prescnption drug prices at pharmacies are ot comparable to
the lowest price availuble anywhere in the state by July 2003,
the state commissioner of health and human services may impose
a muximim price schedule.

The pharmaceutical industry has threatened 1o challenge the
Maine lepislation in court. Even Fingree concedes that the
Mane T as onusuadly ambitious. Nevertheless, similar price-
control legislinon was introduced in seven other state legisla-
tures st year, including Arizona, Colifornia, New York and
Pennsylvania. In Vermont, a price-control bill fell through only
at the very lust minute, when the House rejected the measure
that had been approved by the Senate,

The flurry of state efforts to reduce drug prices has alarmed the
pharnvaceutical industry. *“There are no state bills we support,”
says Joffrey Trewhite of PhRMA. “It goes back to the proposi-
tion that we don't want a patchwork of 50 state laws that may
conflict with one another. So there are no bills that are solu-
tions to the problem because what we need is o uniform national
solution to that problem.”

To PhRMA, the problem—and the solution~—are simple.
“The problem s that Medicare, which is supposed to be senfors’
comprchensive health care program, has fallen short,” says
Trewhitt, “It has fallen short because it does not cover medicines
outside of the hospital and it should.”

Most state legislators agree with this sentiment, but they aren't
holding their breath waiting for the federal govemment to take
action. “The pharmaceutical companies say, 'You can't do this.
Let Washington do It,' " says Maine's Paradis. "It was {nsulting to
me when I'd hear that because we know what happened to the
Clinton health Insurance plan, and we know who opposed it.”

Even if Congress does create a Medicare prescription drug
benefit or restructure the program in a way that encourages more
health plans 1o offer a drug benefit, many officials believe the
need for state involvement isn't going away anytime soon.

“Whatever Congress does next year is probably going to be
eather modest, when all is said and done,” predicts Maine's HHS
commissioner Concannon, *They're only talking about some
benefits for Medicare recipients, They're not taking about all
the peaple who are 50 years old or in their early 60y wha don't
qualify for Medicare. | think whatever is dane natonally, |
appland ity but Frhmk s going o be addinve to whar the stares
ate g 1o have odo” (G}

Govaerning com




OFFICERS 2000.2001

)
JUDY SWISHER, R.Ph North Dakota Pharmaceutlcal Assoclatlon
GONNE THOM.RLPA 1906 E Broadway Ave. # Bismarck ND ¢ 68501-4700
. BOB Lg'g;mi%- Telephone 701-268-4968
' FAX 701-258-9312
A ottve VicaFreudon E-mall ndpha@nodakpharmacy.com
Testimony on SCR 4027

House Human Services Committee
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Galen Jordre, R.Ph. ~ Executlve Vice President

Chalrperson Price, members of the committee — I am Galen Jordre, Executive Vice President
of the North Dakota Pharmaceutical Association and a registered lobbyist for that
organizatlion,

The North Dakota Pharmaceutical Assoclation supports a study as proposed by SCR 4027
because our members daily see the impact that rising costs have on the patlents they serve.
We will be ready to provide Information about how pharmacists purchase drugs, the
economics of providing service, and barriers to obtaining best prices.

The study as proposed may be a little narrow and does not look at the entire cost of
prescription drugs. A study recently released In the American Pharmaceutical Assoctation’s
. (APhA) March/April Journal of the American Pharmaceutical Assoclation (JAPhA) has updated
" an analysis of prescription drug use problems In the United States. It estimates that drug
misuse costs the economy more than $177 blilion each year, The estimated number of
patient deaths has Increased from 198,000 in 1995 to 218,000 in 2000,

According to the authors, "Researchers have shown that costs assoclated with drug-related
problems exceed the expenditures for initial drug therapy; that is, the total cost of drug-
related morbidity and mortallty exceeds the cost of medications themselves. Drug-related
problems are increasingly recognized as a serious and urgent—but largely preventable—
medical problem."

Among the most significant drug-related problems identifled in the JAP/A study are untreated
indication, improper drug selection, subtherapeutic dosage, and fallure to receive drugs,
overdosage, adverse drug reactions, drug interactions, and drug use without indication.

Of the $177.4 billion costs In the new study, hospital admissions accounted for $121.5 billion
(69%) per year, and long-term care admissions represented $32.8 billion (18%). Physician
visits accounted for another $13.8 billion (8%), and emergency department visits and
additional treatment cost more than $5.8 billion (3%) and $3.5 billion (2%), respectively.

We would like to see the proposed study examine some of these issues as well as the
savings that proper use of prescription drugs provide to other components of the health care

. system. By focusing alone on the price, we will not effectively come to a satisfactory ending
with this study.
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TESTIMONY BEFORE THE HOUSE HUMAN SERVICES COMMITTEE
REGBARDING SENATE CONCURRENT RESOLUTION 4027
MARCH 21, 2001

Chairman Price, memhers of the committee, | am David Zentner, Director of
Medical Services for the Department of Human Services. | appear before you to
support this resolution.

The cost of prescription druge in the Medicaid Program has increased
dramatically over the past four years and are expected continue their upward

spiral with no end in sight,

Lines 7 through 12 of this resolution outline the dramatic increases in drug costs
that the Medicald Program has experienced since 1997. Drug costs for the 1997-
99 blennium were 17.3% greater than the amount used to build the appropriation
for that period. Drug costs for the current biennium are likely to be 26% greater
than the amount used to build the budget for this biennium.

The Department did attc..” <. {svutute a prior authorization process for certain
drugs in the current legisi..'v::: session. We introduced the bill to asaist us in
providing appropriate and cost effective medications to individuals enrolled in
the North Dakota Medicaid Program. As you are aware, that bill was defeated in
the House. At this time the Department has few other options available to

counter the high cost of drugs.

We believe that a study of drug pricing including the impact on the Medicaid
Program is appropriate at this time and the Department supports a do pass on

this resolution.

| would be happy to answer any questions you may have.




