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CHAI R PEGGY WLSON called the House Health, Education and Socia
Services Standing Commttee neeting to order at 3:15 p.m
Representatives WIlson, Gatto, Wl f, Coghill, Seaton, and C ssna
were present at the call to order. Representati ve Kapsner
arrived as the neeting was in progress.

HB 543- MEDI CAI D AND PRESCRI PTI ON DRUGS

Number 0150

CHAI R WLSON announced that the first order of business would be
HOUSE BILL NO 543, "An Act relating to nedical assistance
coverage for prescription drugs; and providing for an effective
date.” She explained that this bill is being sponsored by the
House Heal th, Education and Soci al Services Standing Conmttee.

CHAIR WLSON read the following fromthe sponsor statenent:

The Departnment of Health and Social Services is
currently in the process of inplenenting a preferred

drug list (PDL) . This limtation on nedical
assistance coverage 1is being done as a cost
cont ai nment neasure. Wile we believe that cost

cont ai nment neasures are a necessary step in achieving
cost savings we believe that we nust proceed carefully
and judiciously. To that end, the state will need to
adopt formal regulations in order to ensure that our
efforts to achieve cost saving is not at the expense
of Al askans' health and well - bei ng.

Under this Dbill the regulations nust i ncl ude:
standards, opportunity for public coment, an appeal
process, and provision for approved coverage for a
drug that is not on the preferred drug list when it is
deened nedi cally necessary.

HB 543 provides that the conm ssioner nust appoint a
Prescription Drug Review Advisory Comrittee prior to
the departnent establishing a PDL or placing any
limtation on coverage of a nedication.

HB 543 places a tenporary noratorium on the
i npl enentation of a PDL, or restricted access to
medi cati on coverage, for drugs used to treat nental
illness. This tenporary noratorium expires January 1,
2005. Ment al health patients are especially
vul nerable to adverse effects from changes to their
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medi cati ons. HB 543 gives the departnent anple tine
to ensure that the necessary protective neasures are
in place prior to discussion of this drug class.

CHAIR WLSON said she understands that at the next neeting [of
the Pharmacy and Therapeutics (P&T) Commttee] there will be a
di scussion on a tenporary noratorium on the inplenmentation of a
PDL or restricted access to nental health drugs. Chair W] son
noted that an unidentified person is shaking his head that is
correct.

Nunber 0413

DWAYNE PEEPLES, Director, Division of Health Care Services,
Departnent of Health and Social Services, testified on HB 543
and answered questions from the nenbers. The Departnent of
Health and Social Services is undertaking a whole series of
cost-contai nnent refinancing efforts to save general funds, he
said. One significant cost centers in operating the pharmacy in
the Medicaid program He told the nenbers that the departnent
anticipates that in FYO4 the expenditures will be $100 mllion

The FYO5 budget has a reduction of $20 million in the pharmacy
expenditure attributed to the full i npl enentation of the
preferred drug list (PDL), M. Peeples explained. There have
been a few delays, but the departnent is targeted for ful

i npl ementation during the first half of FYO05. He said if the
departnment cannot nmaintain adequate saving through the use of
the PDL it will be necessary to |ook elsewhere to nake up any
difference in the $20 million reduction. M. Peeples told the
menbers that sone of those areas may be reduced services to
Medi caid beneficiaries and/or reduced paynent rates to health
care service providers.

MR. PEEPLES pointed to page 2 of the handout from the Depart nent

of Heal t h and Soci al Servi ces, titled "For ecast Drug
Expenditure” and told the nenbers that if the departnment does
not contain costs it is anticipated that the costs w Il double

by the end of the decade. He commented that the PDL process
itself is not unique. A lot of states have already inplenented
t hem Alaska is in the last half of the states to do it, he

coment ed. M. Peeples stated that it is anticipated that
within the next 12 to 18 nonths all but one or two states wll
be operating PDLs. There has been a long history of PDL use

around the country including in health mai ntenance organizations
and health care plans where it has been successful in containing
sone costs.
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MR. PEEPLES directed the nenbers attention to page 4 of the
handout which shows information from the departnent's PDL
websi t e. This information basically explains that the PDL is
being inplenmented to contain costs, provide continuity of drug
utilization in the state's prograns, and provide assurance for
patient care.

Nunmber 0652

MR. PEEPLES told the nenbers that the comm ssioner of the
Department of Health and Social Services has setup a PDL
Phar macy and Therapeutics (P&T) Commttee. It is conposed of 14
doctors, 2 dentists, 4 pharmacists, and 1 advanced nurse
practitioner. He told the nenbers that the list of appointees
is in the handout. The P&T Commttee procedures are on the
website, and a copy of it is also in the nmenbers' packet. This
page |ays out how the conmittee will operate, which is through
public neetings with the agenda adverti sed before hand.

MR. PEEPLES pointed to the tineline for the public process which
started in August of 2003. The first class of drugs which wll
go on the PDL begins on May 21.

Nunmber 0718

CHAIR WLSON commented that she knows the conm ssioner went
around the state advising the public of the changes that would
be taking place. She asked if there were in-depth discussions
about the PDL at that tine.

VR. PEEPLES replied that the conm ssioner discussed the
departnent's plans for the PDL wth rmany professional
organi zations, such as the Alaska State Medical Association and
the Alaska State Hospital and Nursing Hone Association. He
referred to the tinmeline before the nenbers where it lists
presentations that were nade.

CHAIR WLSON asked for clarification that the presentati ons were
actually on the PDL.

MR.  PEEPLES comented that while he did not attend those
neeti ngs because he did not cone to work for the departnent
until October, he understands that the conm ssioner addressed
both the changes to the departnment and the PDL. He comment ed
that he did attend a nunber of presentations given to the
medi cal community and hospitals that were done by the Health
Care Services staff. He added that there is a power point
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presentation on the PDL that he can mke available to the
menbers if they w sh.

MR. PEEPLES explained that the conmttee listed the classes of
drugs that would be reviewed on the website and provided public
notice in newspapers. To date alnost all of the 14 initial
cl asses of drugs have been reviewed. He directed the nenbers

attention to the agenda in the nenbers packet dated March 19,
2004. These agendas are available on the website, he added. He
explained that the commttee has a contractor who is the
fi nanci al i nternedi ary, First Health Services Corporation.
First Health Services Corporation is also under contract to do
an analysis of the PDL, provide the [P&T] commttee nenbers with
i nformation, and offer reconmendati ons.

Number 0912

MR. PEEPLES explained that the P & T Conmttee nenbers received
a packet of the drug class anal yses about three weeks prior to
t he neeti ngs. Prior to that the departnment solicits input from
phar maceuti cal conpani es. That information and other comments
are conpiled and sent in a second packet to the conmttee
menbers approximtely 10 to 12 days before the neeting, he said.
The commttee nenbers study the material and contact their peers
to get input from them There is a committee neeting where
public testinony is taken first, then a presentation from First
Health Services Corporation, the commttee discusses the
t herapeutic equivalents of the drugs, take a notion, and votes
on it. After a final decision is nade the cost of the drugs are
considered and it is determned what the supplenental rebate
wll be. The departnent publishes and places on its website
what has been selected by the commttee along with detailed
notes, he said. M. Peeples told the menbers that the first
i npl enentation begins on My 21. There wll be a 60-day
educational process where pharmacists and physicians wll be
advi sed of the changes.

Number 0994

MR. PEEPLES told the nenbers that currently if a physician wants
to wite a prescription for a drug that is not on the PDL,
he/she wll be asked to wite "nmedically necessary" on the
prescription as the criteria to override. Some of the criteria
the departnment would |ike the physicians to consider when using
the nedically necessary override would be first, allergic
reactions, second, contra indications which nmeans an individua
cannot take the drug, and three, the drug has not proven
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effective in treatnent of the diagnosis. The committee also
asked if the physician would note if the reason for override is

allergic reaction. It is not required, but the conmttee felt
it would be nice to have that information for the pharmacists to
have for the patient's safety in the future, he added. Duri ng
the first 60 days the pharmacists will get an electronic alert

or soft edit comng back from First Health Services Corporation
saying that the nedical override note [Medically Necessary]
needs to be on the prescription for those drugs that are not on
the PDL. After that period of tinme there is an educationa
f eedback period on that first class of drugs.

Number 1059

CHAIR WLSON asked M. Peeples who notifies the doctor that a
particular drug is not on the PDL.

MR. PEEPLES replied it wll be the pharmacist. In response to
Chair WIlson's further inquiry he explained that this is an
alert process, it is informal feedback.

CHAIR WLSON asked if the pharmacists will be paid for the
addi ti onal work invol ved.

MR. PEEPLES replied no.
Number 1111

REPRESENTATI VE GATTO asked what the third reason for override of
the PDL is.

MR. PEEPLES responded that the third reason is that the doctor
believes the drug fails to treat the condition.

REPRESENTATI VE GATTO asked why any physician wuld wite a
prescription that had any of those three conponents.

MR. PEEPLES expl ai ned that what is being asked is if a physician
is going to wite a prescription for a drug that is not on the
PDL that the nedically necessary note be included on the
prescription. These are general criteria that the physician is
asked to consider when overriding the PDL.

REPRESENTATI VE GATTO conmented that it shouldn't be necessary
because physicians would do that anyway.
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CHAIR WLSON clarified that the "nmedically necessary” notation
woul d explain why the physician is using a drug not on the PDL,
because for instance the patient is allergic to other drugs.

Number 1209

MR. PEEPLES expl ained that after the first 60 days First Health
Servi ces Corporation system goes to what is called a hard edit.
At that point when the pharmacist enters a drug into the system
that is not on the PDL the pharmacists wll receive feedback
that says it is a nonpreferred drug, nedically necessary
override is not present, it wll not be paid, and please contact
the physician to get nedically necessary override authority, he
explained. He offered that the pharnmacists could still fill the
prescription, but it would not be reinbursed until the nedically
necessary docunentation was provided. M. Peeples said it is a
fairly flexible approach to prescribing drugs outside of the
PDL.

CHAIR WLSON asked if this is commonly done in other states.

MR. PEEPLES sai d no. He told the nmenbers that when setting up
the P&T Commttee the departnent reviewed what a |ot of other
states were doing. Wile Alaska's P&T Conmittee is function as
many ot her states, a successful inplenentation of a PDL in other
states has been a fairly strict interpretation. In other
states, for exanple, if a physician wanted to prescribe a drug
outside of the PDL one option was requiring preauthorization.
What that nmeant is that the physician would have to call in to
get authority to fill that drug, he said. Another option would
provide for the physician to call for preauthorization, and
would get the preauthorization automatically, but it would
require talking to whoever is running the program and provide
the reason for using the drug, he added. In this arrangenent,
the final control rests with the physician

CHAIR WLSON comented that nobst states are putting the burden
on the doctors, and Alaska is putting the burden on the
phar maci st s.

MR. PEEPLES responded that the pharmacists is the internediary.
After the first 60 days if the doctor is witing nedically
necessary on the prescription there is no burden for anyone.

CHAIR WLSON clarified that the doctor does not have to neke
calls for preauthorization.
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MR PEEPLES said that is correct.

CHAI R W LSON asked what the next step is.

Number 1325

MR. PEEPLES replied that the departnment is going to nonitor this
for the first year after full inplenentation. He added that he
does not expect it to be fully inplenented until the fall or
W nter. He suggested that a possible next step mght be

requiring physicians to wite the specific reason for using a
drug that is not on the PDL.

Number 1371

CHAIR WLSON asked for clarification that it wll be fully
i npl enented in Novenber and no changes will be nmade until next
Novenber .

MR. PEEPLES said that the departnment wll nonitor it to see how
successful it is. If it is found that prescriptions are way
outside of the PDL, the departnent my look to providing
additional outreach and education in an effort to get increased
cooper ation. He commented that he knows the departnent will be
conpeting with pharnacy representatives who wll be pushing
their own products. M. Peeples enphasized that it is essential
to get the costs under control otherwi se the costs will continue
to accel erate.

CHAIR WLSON asked M. Peeples if he really believes the
department can save $20 million and in what tinefrane.

MR. PEEPLES acknow edged that the experience in other states
using a totally volunteer PDL has not been great. He said that
the departnent estimates that if it uses a totally volunteer
approach it may get 50 percent participation.

CHAIR WLSON asked if he hopes to save $10 mllion in the first
year.

MR. PEEPLES replied he hopes to have 70 percent to 80 percent
participation the first year. He said that the departnment wll
be heavily relying on the nedical comunity to assist in this
process.

Nunber 1482
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REPRESENTATI VE SEATON expressed concern for the additional
effort pharmacists wll be required to nake. He asked if
pharmaci sts have to call doctors for clarification of
prescriptions normally.

Nunmber 1506
MR. PEEPLES replied yes. He explained that there are 14 cl asses

of prescription drugs and the plan is to stagger the
i npl enentation to see how it goes. During the initial 60 to 120

days there will likely be a higher |evel of exchange [between
pharmaci sts and physici ans], but once everyone IS nore
confortable and famliar with the process that will quiet down,
he added.

MR. PEEPLES wanted the menbers to note that the l|ast class of
prescription drugs that will be reviewed are the nmental health
drugs. It is considered to be the highest |evel of concern and
anxi ety. M. Peeples explained that an ad hoc advisory
commttee of psychiatrists to the P& Commttee has been
appoi nt ed. He added that the ad hoc commttee wll neet a
couple of times before the My 21st neeting when the ful
commttee will take up nental health drugs, he said. M.
Peeples told the nmenbers that there will be neetings this sumer
going over the nental health drugs and it is not anticipated
that this class of drugs will be inplenented until all the other
cl asses of drugs have been inplenented, probably not until next
year. The departnment wants to see how the other drug classes do
first because the nental health drugs wll be the nost difficult
to nmanage, he explained. M. Peeples said that the tinefranme
has been setback a Ilittle longer than the conm ssioner

originally wshed which was the beginning of the fiscal year.
Number 1590

REPRESENTATI VE SEATON asked if the nental health drugs are the
class of prescription drugs where the npbst savings can be
acconpl i shed. He asked what the percentage of cost reductions
are attributed to this class of drugs.

MR. PEEPLES replied that 25 percent of the total savings are
represented by the nental health drugs. In HB 543 the
departnent |acks the leverage to work with the drugs on the PDL,
he said. The |everage the departnment would need is to say that
if the systemis not working it would be necessary to increase
the requirenents to use nonpreferred drugs. M. Peeples told
t he menber s t hat ot her states have a very strict
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preaut hori zation process, but the P& Committee has chosen not

to go that route. It was done in this way to nmake it easier on
t he prescribing physicians. If it does not work, he said, then
the departnment will have to slowly increase the requirenents

No work was done on preauthorizations on a drug in the PDL that
has to do with narcotics, he said. Al though the departnent has
not done the nental health drugs, if it were to put in, for
exanpl e Oxycodone, a narcotic, on the PDL wthout allow ng any
preaut horization to that, it would cause serious concerns, he
sai d. In the past there have been serious problens in Al aska
with Medicaid waste and abuse of this drug. M. Peeples
expl ai ned t hat right now there IS an est abl i shed
preaut hori zati on and some other controls on those narcotics. |If
it was put in the PDL, the departnent would not be able to
manage those drugs for cost, waste, abuse, and other issues.
M. Peeples said that by not being able to manage that type of
activity there could be sonme other conplications with federal
requirenents for drug utilization review. In summary, M.
Peeples told the commttee that he believes the approach the
departnment is taking in managing the PDL is the best of both
wor | ds. He comented it is a balance of allowing as nuch
flexibility on the PDL as possible and trying to get sonme cost
savi ngs.

Nunmber 1783

KIM MARTIN, Regional Director, Pharmaceutical Research and
Manufacturer of Anerica, testified on HB 543, She told the
menbers that she is encouraged that this |egislation recognizes
the need to allow for a prescriber's ability to opt out of the
PDL and prescribe a nedicine or treatnent that best fits the
medi cal condition being confronted. Ms. Martin enphasized that
only when a physician can tailor treatnment for their patients
wll there be assurance that Alaskans are receiving the best
medi cal care. She told the nmenbers that she supports friendly
anendnents that address scientific standards and the appeals
process.

Number 1907

BETSY TURNER- BOGREN, Fai rbanks District Manager , Anerican
Di abetes Association, testified in support of HB 543 and
answered questions of the nenbers. She told the nenbers that
the association serves over 40,000 Al askans who are affected by
di abetes. Wiile the association supports HB 543 this tinme there
are questions about potential gaps. Ms. Turner-Bogren asked if
the term "prescription drug list" includes the nedically
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prescribed supplies that are necessary to manage diabetes.
These supplies are, for exanple, blood glucose nonitors or sugar
nonitors, test strips, insulin syringes, and (indisc.). Wthout
these supplies the daily challenges of blood sugar and safe
managenent cannot be achieved. She said that the association
receives many calls a week and 75 percent of those are focused
on access and availability of supplies. Ms. Turner-Bogren
pointed out that people w thout sufficient econonm c resources
often have an inpossible tine actually managing their disease
because it is inpossible for themto buy the bl ood sugar nonitor
and test strips on top of the insulin. She urged the nenbers to
make sure these supplies are covered to protect the 40,000
people in Al aska who are living with di abetes.

Nunmber 1956

CHAIR WLSON comented that this bill does not address the
Senior Care program  She asked Ms. Turner-Bogren to clarify her
concern with respect to HB 543.

M5. TURNER- BOGREN replied that there are sone concerns that the
| anguage that refers to "preferred drug list" does not refer to

suppl i es. Wth the disease of diabetes the supplies are as
integral in disease managenent as the insulin itself, she
expl ai ned.

MR. PEEPLES stated that the PDL does not address nedical
suppl i es.

CHAIR WLSON surmised that this bill would not change the
process that is now in place.

MR. PEEPLES replied that is correct.
Number 2008

REPRESENTATI VE GATTO asked if an individual who submts an
insurance claim for insulin could also include the nedical
supplies to that claim

M5. TURNER- BOGREN responded that three to four years ago that
i ssues was addressed. In Alaska insurance conpanies cover
nmedi cation, supplies, and patient education. She said all three
of these conponents are necessary for effective managenent of
di abet es.
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REPRESENTATI VE GATTO commented that this bill wll not affect
those with diabetes if they have insurance coverage.

M5. TURNER-BOGREN agreed wth Representative Gatto. She
enphasi zed that the people who are affected by this bill are
those who have restricted financial resources who are on
Medi cai d. She clarified that her <concern is that these

i ndi viduals would not only get insulin, but also the necessary
supplies to nanage the disease. M. Turner-Bogren surm sed that
this bill wll not affect supplies.

CHAIR WLSON confirmed that is correct. This bill wll only
address prescription drugs for individuals who have no insurance
and are on Medicaid. There will be no change in the supplies
for Medicaid recipients, she reiterated.

MR. PEEPLES agreed that is correct.
Number 2138

ELI ZABETH LUCAS, State President, AARP Alaska, testified in
opposition to HB 543. She told the nenbers that in nost
countries, the U S. Veterans Admnistration, the Indian Health
Services, nore the half of the states, and nany private
enployers utilized sone form of a PDL. It does not neke sense
to pay for a nore expensive drug when a less costly nedication
is just as effective if not nore so. A prescription program
under Senior Care will use a PDL. She told the nenbers that
AARP believes this nmakes sense for consuners as well as the
state. Ms. Lucas stated that AARP was pleased with the benefit
package of Senior Care, but particularly pleased to know that
the PDL would be used for the program There is a strong
novenent in the United States for evidence-based fornularies.
She said she appreciates that the PDL identifies the nost
effect, appropriate, and | east expensive prescription drugs.

M5. LUCAS commented that it is inportant to understand how a
drug conpany seeks approval for a new drug fromthe U S. Food
and Drug Administration (FDA). These conpanies are only
required to show that their new product is nore effective than a
sugar pill. It is not necessary to prove that the drug is as
good as or better than drugs that are already on the market to
treat a simlar condition, she explained. Drug salesnmen tell
physi cians which drugs are best, but it is inmportant to note
that these sal esnen work for the conpany that manufactures them
she pointed out.
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M5. LUCAS told the nenbers that the Alaska PDL wll serve as the
state's consunmer report on how effective a prescription is and
how it conmpares in cost to other nedications in the sanme class.
By using the PDL other Medicaid beneficiaries and their

prescri bing physicians will have information that has not been
previously avail able, she said. This makes sense. Everyone
will benefit from the conparative information that wll be

avai lable from the PDL. Ms. Lucas enphasized that the AARP
appl auds the nedi cal professionals who are devel opi ng the PDL.

MS. LUCAS explained that the AARP | ooks for consumer protections
whenever PDLs are devel oped. The Al aska PDL passes all the AARP
checklists and wurged the nenbers to support this effort.
However, she said that in order to support the PDL under
Medi caid AARP believes the nmenbers should reject HB 543. The

intent of this bill is to slow down the PDL process and if
successful, elimnate it as tool for the Medicaid program She
expl ai ned that the pharmacy conpanies wll say there needs to be

nore tinme in sharing their opinions with the P& Comrittee that
devel ops the PDL. Ms. Lucas said that AARP believes the PDL is
organi zed properly. It uses evidence based upon scientific
research for decision-making, not the |atest marketing pitches.
Physicians and the public hear enough from pharmacy conpanies
everyday, she added. She stated that the PDL belongs to the
peopl e, not the pharnaceutical conpani es.

TAPE 04-30, SIDE B
Nunber 2344
M5. LUCAS urged the nenbers to vote no on HB 543.

REPRESENTATI VE GATTO asked how HB 543 would slow down the PDL
process.

Number 2299

MARI E DARLIN, Coordinator, Capital City Task Force, AARP Al aska,

testified in opposition of HB 543 and answered questions from
t he nenbers. She told the nenbers that the transitiona

provisions in HB 543 wll slow down the inplenentation of the
PDL. The departnment has already indicated that there wll be
nore tinme spent review ng psychotropic drugs to ensure that the
first part of the PDL is working. Ms. Darlin rephrased an

earlier statenent made by Ms. Lucas by saying that the bill does
not do anything to help inplenent the PDL. It is for that
reason that AARP does not see a need for the bill, she
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expl ai ned. She pointed out that this bill only addresses
Medi cai d recipients. Those with health insurance already know
that insurance conpanies already use PDLs. Ms. Darlin said she
knows that one of the highest costs of health care is
prescription drugs and the use of a PDL is an effort to save
noney. However, she believes HB 543 is nore restrictive than
what the PDL was i ntended. She said that AARP, as a consuner
organi zation, is interested in PDLs so its nenbers can becone
nore aware of what a PDL will tell them The menbers will use
the list to help them when maki ng deci si ons.

Nunber 2136

REPRESENTATI VE SEATON said he believes that what Ms. Darlin is
referring tois on page 1, lines [5 and 10], which says:

(a) If the departnent undertakes a cost containnent
measure under this chapter that involves a preferred
drug list or limtation of nedical assistance coverage
for a drug, the departnment shall adopt regulations to
the preferred drug list or the limtation of coverage
before the list or limtation maybe i npl enented.

REPRESENTATI VE SEATON commented that the listed criteria nust be
net before a PDL could be inplenented. He pointed to the third
item under that criteria [on page 2, lines 2 through 4] which
reads as follows:

(3) an appeal process for a person who is affected by
a decision of the departnment to place or not to place
a drug on the preferred drug list or to limt nedica
assi stance coverage for a drug; and

REPRESENTATI VE SEATON pointed out that this appeals process is
not currently in place. He said as he reads the bill, before a
PDL could be inplenmented there wwuld have to be a
reauthorization of the PDL with the appeals process in place

Representative Seaton surmsed that there would not be tinme to
reauthorize a new list because the Senior Care |ist does not
have the appeals process in place. He told the nenbers that he
will offer an anendnment to elimnate that section.

Number 2081
CHAIR WLSON explained that all this |anguage does is provide

for an appeals process for an individual who has been denied a
prescription drug. She commented that all HB 543 does is place
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the process in | aw. Most of this plan has already been done by
the departnent in the |ast six weeks.

REPRESENTATI VE  SEATON responded that he understands the
intention, but he said he believes (3) [on page 2, lines 2
through 4] is under [AS 47.07] which is the statute that covers
the construction of a PDL.

CHAIR WLSON replied the PDL is already in place.

REPRESENTATI VE SEATON said that this is a new PDL. The only PDL
that is currently in place is under the Senior Care bill, he
expl ai ned.

CHAI R W LSON responded that the PDL is all one in the sane.
Nunmber 2042

REPRESENTATI VE SEATON said he believes that if the departnent is
required to have regulations for the construction of a PDL, then
it provides that the drug conpani es have an appeals process if a
drug is not on the PDL. In response to Chair WIson's coment
that it is a person who has the right to appeal, not the drug
conpani es, Representative Seaton said this is not a natural
person, "a person" can mean a corporation. The | anguage does
not refer to a patient, he enphasized. Representati ve Seaton
reiterated that he believes this |anguage would require the
reconstruction of a new PDL because the appeals process was not
in place while the departnent was doing the Senior Care PDL. He
summari zed that he believes that is the root of some of the
concerns that are com ng forward.

CHAIR WLSON told the nenbers that when the Legislative Lega
and Research Services attorney wote this legislation she was
advised that the bill was patterned after other commttee
processes.

Number 1961

REPRESENTATI VE Cl SSNA commented that she would like to hear from
t he departnent on Representative Gatto's question.

REPRESENTATI VE GATTO asked how the Medi caid cl ai m process worKks.
MR. PEEPLES explained a Medicaid patient would go to the doctor,

get a prescription, go to the pharmacy to get it filled, the
pharmaci st would contact First Health Services Corporation, and
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fair, quick feedback would cone back. The feedback would be

sonething |ike accepted, not accepted, and paynent status, et
cetera, he said. The patient or Medicaid recipient does not get
reinmbursed for the prescription. The paynent goes from the

state to First Health Services Corporation to the pharmacy, he
sai d.

REPRESENTATI VE GATTO asked if there is a PDL in place at the
nonent .

MR. PEEPLES responded that there is a PDL. The conm ttee has
reviewed 14 drug classes and the departnment wll begi n
i npl enentation on May 21 on the first set of these classes
through the 60-day trial education process. After that 60 days,
then a harder denial process begins if a prescription cones in
for a drug not on the PDL, M. Peeples explained. There will
need to be a "nedically necessary" notation on the prescription,
he sai d.

Nunber 1842

REPRESENTATI VE GATTO surm sed that as of today a physician does
not have to look at a PDL before witing a prescription. He
asked M. Peeples if he believes HB 543 delays phase | of the
i npl enentation of the PDL.

MR. PEEPLES responded that he does not believe this bill delays
phase 1I. What it will do is prevent the department from doing
any nmanagenent of a drug on the PDL. There would be no | ong-
term incentive on the part of the prescribing comunity to
participate on the PDL. The physicians would automatically over
ride the preferred drug list. He told the nenbers that other
states have experienced 50 percent participation. That ki nd of
i npact over 18 nmonths would nmean that the departnent would not
be realizing the $20 mllion savings, he said. There would be a
projected $10 million loss on that projected savings and there
would be a creeping up effect due to inflation and declining
participation in witing against the PDL by practicing
physi ci ans.

CHAIR WLSON asked how this bill would change when the
departnment plans to put a PDL in place.

Number 1748

MR. PEEPLES replied that the departnment wll have to adopt
regul ations which will take sone tine.
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CHAIR WLSON commented that she thought the departnent already
had regul ations in place.

VR. PEEPLES responded that the department currently has
regulations and authorization in statute to nove to the
preaut horization PDL system This is what the departnent is
doing now. He told the nenbers that he believes this bill would
require the departnment to codify in regulations everything that
has been adopted as operating procedures by the comittee. He
enphasi zed that establishing regulations is a long drawn out
process.

CHAIR WLSON asked if the departnment wants to proceed with this
t hrough regul ati ons.

MR. PEEPLES replied that regulations bind the commttee to
respond to different changes. He explained that not being able
to manage any drug on the PDL |imts the departnent's ability to
pur sue cost-contai nnent.

Number 1703
CHAI R W LSON asked how ot her states have done this.

MR. PEEPLES said other states have established what can be done
through statute and regulation, just as the departnent has
obtained authority to proceed. He enphasized that other states
have not codified their P&T Conm ttees and regul ati ons.

CHAIR WLSON asked for clarification that nost states have a PDL
in place and of those the mmjority have not done it through
regul ati on. It has been acconplished through [standard
operating procedures] so the rules can be easily changed.

MR. PEEPLES responded that he has not done a conplete review of
each state and could not answer that question. However, he said
he wunderstands that nost states have adopted PDLs through
standard operating procedures.

CHAIR WLSON said she is concerned when rules can be easily
changed. She asked if the departnent nornally adopt regul ations
to i nplenent prograns.

Nunber 1642
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MR. PEEPLES said yes. The departnent has a |lot of regulations
in and around the Medicaid program however, the operation of
the P&T advisory committee has occurred through published
operating procedures. He commented that there have been sone
changes based upon concerns that have been raised. M. Peeples
told the nenbers if all of this was set up in regulations to
change, nodify, and inprove this process it wuld be a
el abor at e, expensive process.

CHAIR WLSON asked if this is the reason other states have taken
two years to acconplish what the departnment has acconplished in
si x nont hs.

MR. PEEPLES replied no. He explained that the departnment has
taken advantage of what other states have already done and
adapted it to suit Alaska. The departnent has enulated a | ot of
the processes and used much of the analysis that has been done
on PDLs with respect to therapeutic equivalents. M. Peeples
said the departnment has been wusing First Health Services
Corporation on much of this, but this week an intergovernnenta
agreenent was signed with the [Oegon Health and Science
University] to also provide sonme analysis to supplenment what has
been provided by First Health Services Corporation. He told the

menbers that this will likely be tweaked based upon comments and
the | essons | earned. M. Peeples reiterated that to do this
process in regulations is expensive and difficult and that is
the primary reason the departnent believes this bill is

unnecessary. Everything in the HB 543 is already being done, he
st at ed.

Nunber 1537

REPRESENTATI VE SEATON read the follow ng portions of the HB 543
[ page 1, lines 5 through page 2, |lines 4]:

If the departnment undertakes a cost contai nnment
measure under this chapter that involves a preferred

drug list ... the departnent shall adopt regulations
relating to the preferred drug list ... before the
| i st or limtation may be inplenented. The
regul ations nust include ... (1) standards ... (2) an
opportunity for public coment ...(3) an appeal
process ... to place or not place a drug on the

preferred drug |i st
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REPRESENTATI VE SEATON asked M. Peeples if those three standards
have been in place during the construction of the current PDL
for Senior Care.

MR. PEEPLES addressed (1) by saying that the departnent has
standards for evaluating the therapeutic equivalents of the
drugs. There is a list of steps that the contractor undertakes
including reviewwng the Food and Drug Admnistration (FDA)
status when the drug went on the market, contra-indications, and
dosage. He explained that (2) is addressed by advertising all
of the neetings, and at the beginning of each neeting there is
an allocated tinme for public comment. The comment tine for each
testifier is limted to 5 mnutes to ensure that there is
adequate tine to address the agenda. M. Peeples said (3) which
is the appeals process is handled through the departnent's

Division of Health Care Service. There is an established
appeal s process all the way up to a fair hearing where the final
determ nation goes to the comm ssioner. All these elenents are

al ready in place he sumari zed.
Number 1442
CHAI R W LSON asked how nmuch has al ready occurred.

MR. PEEPLES responded that all of it has occurred. The appeals
process is for providers and recipient. The commttee has not
dealt with that because there is already an established process
within the departnent that is |ong-standing and established in
regul ati ons.

Nunmber 1386

JEAN M SCHEL, Attorney, Legislative Legal and Research Servi ces,
Legislative Affairs Agency, Alaska State Legislature, as drafter
of HB 543 she answered questions from the commttee. She
expl ained that HB 543, Version H, provides for cost-containnment
neasures within the Departnent of Health and Social Services,
that specifies the authorization to adopt a preferred drug |ist.

The bill that passed last session did not specify cost-
contai nment neasures, but did give broad authority to the
departnment to adopted cost-containnent mneasures. This bil

provi des not only specific authority for a preferred drug |ist,
but sets out specific standards that nust be net in adopting a
PDL, she said. It calls for the departnent to adopt regul ations
and standards for placing or not placing a drug on the PDL or
otherwse limting nedical assistance for a drug.
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CHAIR WLSON asked Ms. Mschel if she |ooked at the way other
states have acconplished this.

M5. M SCHEL replied that she did | ook at other states and found

that the |language in the bill is fairly standard | anguage. She
explained that Alaska is wunique in that it does not have
specific statutory requirenents for state agencies. She
reiterated that many states already have PDLs in place and the
| anguage used to inplenment it is simlar to this bill. The

| anguage is al so sonewhat based on federal requirenments in terns
of establishing a PDL. M. Mschel told the nenbers that it was
a policy decision to define the PDL broadly as other states have
a narrower definition. It was decided that a broad definition
of the PDL would give the Departnment of Health and Soci al
Servi ces sone | atitude.

Number 1205

M5. M SCHEL explained that the bill specifies what kind of
public involvenent nust take place, an appeals process, and an
over ride of the cost-contai nnent nmeasure. She told the nenbers
that the over ride provision is part of a federal mandate for

mat ching federal funds. She added that when the departnent
contracts services, as it has done with First Health Services
Corporation, it nust be done in conpliance with the state

procurenent code.

M5. MSCHEL said the bill also defines and requires that the
departnment set wup a prescription review advisory commttee,
which is also a federal mandate. In Section 2 of the bill under

Transition Provisions, if the departnent decides to make the
advisory comm ttee nmenbership smaller it does have that |atitude
as long as the nmenbership neets the requirenments set out in the
bill. She told the nenbers that the commttee would assist in
setting the standards in determ ning whether a drug was included
in the PDL. After reviewing the mnutes of the existing
commttee she said she found it difficult to determ ne what
standards were being applied in reviewing a drug and
establishing the PDL. There was sone concern about the
proprietary cost information being publicized, she added. I t
appeared that the conmttee is currently functioning very
heavily on the recommendations of the contractor. In summary,
she said she could not find any standards available in her
review of public docunentation. This bill would ensure those
standards are revi ewed before bei ng adopt ed.
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M5. MSCHEL told the nenbers that this bill provides for a delay

in the review of all nental health drugs. The bill says that
the departnent could not place a nmental health drug on a cost-
containnment list or PDL before January 1, 2005. This woul d

provide time for the department to set up regulations wth
respect to the PDL. There is a delay in the effective date of

the bill up to a six nonths period so the departnent's work is
allowed to continue as it is reviewing and adopting regul ations
consistent wwth the bill, she said.

Nunmber 0964

REPRESENTATIVE COGHI LL referred to page 3, lines 12 and 13,

which refers to 42 U S. C. 1396r-8(d), and asked if the nenbers
could be provided a copy of it.

Number 0905

M5. MSCHEL replied that she would provide copies to the
commttee. Subsections (A) and (B) [page 3, lines 6 through 11]
are nodel ed after 42 U S. C. 1396r-8(d), she added.

CHAIR WLSON confirnmed that 42 U S C. 1396r-8(d) is a federal
statute and is required in order to get federal funding.

REPRESENTATI VE Cl SSNA asked if Ms. M schel could provide a line-
by-line review of I|anguage that is required by the federal
government in order to obtain funding.

CHAIR WLSON told the nenbers that Ms. M schel did not have any
advance notice that she would be testifying today.

M5. M SCHEL explained that there are statutory, regulatory, and
constitutional |aw which may apply. The public hearing process
is part of a due process right.

Nunber 0779

CHAIR WLSON commented that she believes some states had to
start the entire process over again because it was found that
the request for proposals (RFP) process was not adhered to. She
asked if M. Mschel believes Alaska is in jeopardy on this
poi nt .

M5. MSCHEL replied that RFPs are part of state |aw That is

not a federal question, she added. It appears that the state
procurenent code would apply to this contract and therefore
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there was a bidding process, M. Mschel said. I f soneone
challenged that the contract was inappropriately awarded it
could invalidate the process, she conmented.

M5. M SCHEL said that she does not believe there is a [federal]
requi renent for an appeals process, but pointed out if one is
not in place the courts would have to decide on any objection to
the placenment or procedure. |In that regard, the appeal s process
hel ps all eviate any due process conpl aints, she added.

Number 0646

REPRESENTATI VE CI SSNA asked for clarification that on page 2,
line 2, there needs to be an adm nistrative appeals process in
pl ace. She asked if that process is currently in place under
exi sting | aw.

M5. MSCHEL replied that arguably there is an admnistrative
process in place under the Admnistrative Procedures Act, but
there still needs to be a determnation that this is a final
adm ni strative deci sion. The question that remains is if the
entire adoption of the PDL would be the final decision or
whet her each decision to place each drug on the list is the
final decision. There are regulations in place that would
enconpass these deci sions, she said.

Number 0559

REPRESENTATI VE SEATON referred to the |anguage on page 2, |ines
2 through 4, where it refers to "a person” and commented that it
has been read in tw different ways. One way is that "a person”
is a patient; however, the way he reads it is "a person", when
talking about placing a drug on the Ilist, is actually a
phar maceutical corporation.

M5. MSCHEL replied that the |anguage is deliberately drafted
with broad |anguage to ensure that a corporation could take
advant age of the appeal s process.

REPRESENTATI VE SEATON clarified that this |anguage would ensure
that a drug conpany could appeal if its drug were not placed on
t he PDL.

M5. M SCHEL replied that is correct.

CHAIR WLSON stated that was not her intention when requesting
the bill be drafted.
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M5. M SCHEL proceeded in discussing federally required |anguage,
and referred to subsection (4) on page 2, starting at line 5
[through 10]. She told the nenbers that it is her opinion that
this language is required to obtain federal nmatching funds. She
comented that subsection(b), page 2, lines 11 through 13, which
refers to a procurenent code, is also federally mandated. VWile
the specific language is not required, sonme kind of procurenent
code is required to be in place.

M5. MSCHEL referred to subsection (c)(3), page 2, lines 25
through 27, and clarified that the |anguage is broader than
federal requirenents.

Nunber 0261

CHAIR WLSON asked for clarification that subsection (c)(3) is
federally required.

M5. M SCHEL agreed. Subsection (d), on page 2, lines 28 through
31 [and page 3, line 1] is all state law, she conmented. Al |
the definitions on page 3, starting on line 2, is Legislative
Legal and Research Services best suggested |anguage on what is
federal ly intended. Ms. M schel rem nded the nmenbers that the
term "preferred drug list”™ is nore broadly defined than the
federal use of the terns.

CHAIR WLSON asked if that definition were narrowed would it be
easier for the departnent to acconplish cost-contai nment through
the PDL. If not, what are the ramfication of narrowing the
definition.

M5. M SCHEL replied that narrowing the definition would restrict
the discretion of the departnent.

CHAIR WLSON commented that is not the committee's intent. | t
may be Dbetter to leave the definition so it 1is broadly
i nterpreted.

M5. M SCHEL said under AS 47.07.036 the departnent currently has
broad authority. This bill restricts the departnent's cost-
contai nment authority with respect to PDL. She comented that
if the nmenbers restrict the definition of PDL there could be a
| egi slative intent question; however, by leaving the definition
broad it gives the departnent nore discretion

Number 0073
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REPRESENTATI VE SEATON read subsection (3)(C), on page 3, line 18
and 19, on preferred drug list as follows:

(C© for which the departnent will not require nedical
justification by the prescribe...

REPRESENTATI VE SEATON suggested that subsection actually goes
counter to what the department is trying to acconplish. Doesn't
this prevent the physician from witing "nedially necessary on
the prescription”, he asked.

Number 0031

M5. M SCHEL replied no. The nedical justification in subsection
(4) on page 2, [lines 5 through 10], is an exception to the

medi cal assistance restriction, she said. The subsection that
Representative Seaton is referring to says that drugs on the
medical drug list do not require that medical justification.

The drugs that are prescribed in paragraph (4) are not on the
PDL, she pointed out. The drugs prescribed under (3)(C) are on
t he PDL.

TAPE 04-31, SIDE A
Number 0025

REPRESENTATI VE CI SSNA asked what the inpact would be if
subsection (3) |anguage on page 3 were renoved.

M5. M SCHEL asked for clarification that Representative C ssna
is asking what the inpact would be if the entire definition of
"preferred drug list"” were renoved.

REPRESENTATI VE Cl SSNA restated her question by saying that if it
were her goal to help the departnment do a good job in putting in
a PDL, what portion of subsection (3) could be deleted and still
acconplish that goal

M5. M SCHEL responded that PDL could be defined in a nunber of

di fferent ways. The definition in this bill is intended to be
inclusive of any PDL for nedical assistance coverage. If the
committee restricts that definition or sinplifies it, it my

create sonme anbiguity about what authority the departnment has
wth respect to restricting coverage for prescription drugs.
She suggested that the departnent address this point.
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Nunber 0227

REPRESENTATI VE ClI SSNA asked if she msunderstood an earlier
comment nade by Ms. Mschel that it would be possible to narrow
the scope of the departnment's ability to inplenent a PDL.

Number 0301

M5. M SCHEL suggested that it may be helpful to | ook at Section
1 of the bill. The authority for the regulations required in
this bill only apply if the departnent undertakes a cost-
contai nment neasure that involves a PDL or the limtation of
medi cal assistance for a drug. She pointed out that that
| anguage is broad. Anytime the departnment undertakes sone
action to limt medical assistance for a drug the standards and
regul ations would have to be in place, she explained. The

decision to do that would have to go through an advisory
comm ttee.

M5. MSCHEL told the nenbers that the definition for a PDL is
Legi sl ative Legal and Research Services best guess at what this
PDL m ght [ook Iike. The definition is not intended to limt
the departnent; it is nmeant to give the departnent the authority
needed to design a cost-contai nnent neasure that makes sense.

REPRESENTATI VE CISSNA said she would like to hear from the
departnment on this issue. She added that she would Iike to hear
of any other federally nandated | anguage.

Number 0422

REPRESENTATI VE SEATON conmmented that Ms. M schel said that the
standards would have to be adopted by the Prescription Drug
Advi sory Conmittee. |If this bill passes by the first of My, he
asked what the tineline would be for a PDL to be inplenented
under this bill

M5. M SCHEL sunmarized that the normal process is a 30-day

public notice and hearing. The notice is nmandatory, but the
hearing is not. The departnment would be free to adopt the
regul ations as witten; however, in this bill the Prescription

Drug Advisory Conmittee is required to participate in review ng
the regulations, so that could create sone delay in review ng
and adopting regulations. She estinmated that 60 days 1is
probably realistic. Ms. M schel added that the departnent does
not normally nove that quickly, these are technical issues, and
the regulations could go out for public comrent nore than once.
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The six-nmonth timefrane in the bill was thought to be a
realistic tinmefrane, she said.

REPRESENTATI VE SEATON said as he understands the bill, after the
clarified regulations are in place, a drug Ilist nust be
construct ed. He asked if he understands correctly that this
bill would require that the standards that have been adopted

woul d then have to be applied to each of the drugs on the PDL.
Nunber 0622

M5. MSCHEL replied yes. That is her interpretation of the
bill. Public notice nust be given, wusually 30 days, public
testinmony is taken, a day or two to review the evidence, and the
commttee could nmake a decision, she added. M. M schel pointed
out that the appeal process could delay the ultimate finality of
the PDL. This is only speculation, which is true of any
adm ni strative deci sion.

CHAIR WLSON asked if the commttee could adopt what has already
done, or would the process have to start all over again.

M5. M SCHEL agreed that the conmttee could adopt what has been

done. It would be necessary to adopt the standards and
procedures in regulations that would be consistent with this
bill, she explained. She said it would be necessary to hold

addi tional public hearings, but if the decisions were consistent
with regul ation there should not be nmuch of a del ay.

CHAI R W LSON enphasi zed that Ms. M schel agrees the PDL could be
i npl enented within the sane tinmefrane.

Number 0777

REPRESENTATI VE SEATON cl arified that would be true assum ng that
the standards that are adopted within regulation are exactly the
same standards that were used to determne the current PDL. He
pointed out that any difference in the tw standards would
require a review of each drug and a public hearing based on the
standards that were adopted under regul ation.

M5. MSCHEL replied yes. She said even if the standards are

identical, there would still need to be a review and an
addi ti onal public hearing.
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CHAIR WLSON comented that this is a policy call. Currently
there is nothing in statute, so the departnment can do whatever
it wishes, she expl ai ned.

Nunmber 0878

REPRESENTATI VE Cl SSNA asked for the departnent to address this
poi nt .

Nunmber 0898

MR. PEEPLES noted that there have been quite a few coments as
to federal requirenents for state eligibility for federally

mat chi ng funds. All of the federal requirenments have already
been addressed by the departnent. The approval process to do
this program is submtted through the federal Center for
Medicaid Services (CM5). It was necessary for the departnent to
submt a plan anmendnent before it could proceed in the cost-
contai nment steps being done now. This has been done and
approved, he stated. As part of the plan anmendnent the
departnent had to provide CM5S with its contract to do this. He
poi nted out that has been done. He reiterated that all the

criteria required by the federal government has already been
approved.

MR. PEEPLES told the nenbers that all procurenent procedures
have been in accordance with AS 36.30, the State Procurenent
Act, and have been signed off by the state procurenent officer.
He summari zed that all the basic criteria has been net.

Nunber 0972

MR. PEEPLES commented on the PDL discussions by saying that
there are sone problenms wth this. The definition of a
restrictive formulary is a problem because the state cannot
offer a restrictive fornmulary under the federal prograns. The
depart nment w | | provide a PDL which offers therapeutic

equi val ent choices, plus a neans for approval outside of the
PDL.

Nunber 1024
ROD BETIT, President, Alaska State Hospital and Nursing Hone
Associ ation (ASHNHA), testified in support of HB 543. He told

the nenbers that ASHNHA supports PDLs in the Medicaid program
which is a good tool and is used widely in comercial plans.
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The association does not see a problem with the departnent
noving forward with this plan

MR. BETIT comented that what needs to be determ ned is how nuch
the conmittee wants in statute and how nruch in regulation.
There needs to be sone assurances through regulation that there
is a predictability to the process with respect to the way the
PDL is nmanaged and changed. He said he sees the tug-of-war
there because of his past experience. There are a lot of
reasons why sone things are not put in statute and why an agency
is given a lot of discretion. M. Betit explained that Medicaid
has so many areas of conplexities and choices for soneone to
drive a wedge and create conflict. It is for that reason it is
probably not a good idea to put sonmething in statute where it is
so hard to change it, he cormmented. So many interpretations can
then flow from the statute in terns of what people believe it
nmeans, M. Betit added. The word "person"” is a good exanple of
t hat .

MR BETIT told the nenbers that he does not see anything in this
bill that is required to run the PDL, as M. Peeples pointed
out . The legislature created Medicaid and assigned it to a
departnent to manage, and the governnent then signs a docunent
declaring it the single state governing agency for the state.
This is all done through a contract with the federal and state
governnments, he added. That is where all negotiations occur and
that is what the federal governnment |ooks for in terns of
docunentation to nmake sure everything is in order, he explained.
The federal governnent will not be |ooking at Al aska's statutes,
M. Betit told the nenbers.

Nunber 1134

MR, BETIT said another inportant issue to |look at 1is the
possibility of allowing the departnment the authority to exclude
prior authorization beyond witing "nedically necessary” upon
the prescription itself. If this bill would preclude that from
bei ng possible it could be a problem he said. There are a |ot
of reasons why it is inportant to look at nedically necessary
when witten on a prescription. It is essential to determ ne
that it is appropriate. The departnent has taken a very slow
course in addressing that point, M. Betit commented. There may
be a tine when the departnent may need to address it if it is
found that in certain areas and physicians in the state, when
conpared to their peers, appear to be out of the "bell curve."
It may be necessary to inpose additional requirenents. M.
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Betit said he does not believe limting the departnent's
flexibility is a good thing.

MR BETIT told the nenbers that while he doubts the departnent
woul d do anything on nental health drugs before January of 2005,
if the commttee doesn't want anything to happen there until
then the fair trade would be to provide the departnment with the
difference it had hoped to save so that the loss in available
funding does not conprom se other services the departnent is
trying provide.

Nunber 1208

MR. BETIT told the nmenbers that discerning standards relative to
which drugs are in and which drugs are out is difficult. He
said this is a PDL not a formulary. A fornmulary nmeans that is
all you have, there is no way off of it, he said. The
di scerning standards question is a good one, he conmented. He
told the nmenbers that he believes Alaska's nove to connect wth
the [Oregon Health and Science University] is a good nove. The
program there is being used by nore than 16 states and has a | ot
of research behind it. It is widely accepted across the country
now, and that brings a lot of credibility to any choices being
made by the Al aska Medi caid Program

MR, BETIT sunmarized that he believes it is inportant to be
concerned about a PDL, where it is going, and who would be
inmpacted by it. He told the nenbers that from what he has seen
thus far there is a real conscience effort by the departnent to
manage it in a responsible way and nove that program forward
appropriately. The departnent has shown that there will be many
opportunities to see how this works and to speak to any concerns
that may occur, and cone back later with any program changes in
order to fix sonething if it is felt that the departnent is not
on the right track, he said.

Nunber 1279

ALEX MALTER, MD, President, Alaska State Medical Association,
testified in support of HB 543. He read the follow ng testinony
into the record: [original punctuation provided]

Representative WIlson, Conmttee Menbers: ny nane is
Al ex Mlter. I am an internist in private practice
here in Juneau, Alaska and have the privilege of
representing the Al aska State Medical Association as
this year's current president.
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| am here today to express ASMA's support of HB 543.
The Association submtted witten testinony to the
Commttee earlier this nonth. Hopefully, you all have
had a chance to look at it. | would like to take a
couple of mnutes to elaborate on a few key points of
that testinony.

ASMA understands the budgetary stresses involved wth
the Medicaid program and is supportive of the

devel opnment of nechanisns to help save noney. The
Preferred Drug List is one such appropriate nmechani sm
Through tinme and education, it should encourage
physi ci ans to prescribe | ess expensi ve,
therapeutically equivalent drugs and this is a worthy
goal .

Since the PDL's inception, however, ASMA has been
concerned that economics could get in the way of good
patient care, and that the process of adopting such a
program nust be appropri ate. W have sent letters to
Comm ssioner G | bertson, Director Peeples, and the
Special House Finance Subcommittee expressing our
reservati ons. The  Depart nent has been quite
responsive and on March 19, 2004 its ad-hoc P&T
commttee adopted ASMA's proposal to streamine the
“medi cally necessary” override criteria.

Nunber 1379

ASMA supports HB 543 because it codifies the solution
to sone of ASMA's other concerns regarding the
devel opnment of the PDL: First, the bill requires the
PDL to be inplenmented via the proscribed process for
adopting major policy changes—by the formal regulation
adoption process called for in the Admnistrative
Procedure Act; and second, the Dbill puts off
i npl enenting the PDL for drugs used to treat nental
illnesses until after January 1, 2005.

As noted, we also support a process by which
physi cians can override the PDL by witing “nedically
necessary” on a script if a non-preferred drug would
be nore appropriate for a particular patient. |ndeed,
ASMA appreci ates the approach taken by Medicaid s ad-
hoc commttee to sinplify the override nechani sm
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DR. MALTER said he thinks the commttee has done a very good
job. He told the nmenbers that he has had a chance to sit in on
the commttee neetings and was inpressed with their |evel of
pr of essi onali sm and experti se. Dr. Malter continued reading his
statenent into the record:

M. Peeples alluded to a valid concern; however, that
once doctors realize the “medical necessity” criteria
has been nenorialized into law, they wll be |ess
notivated to change their behaviors. If after two to
three years the Division of Health Care Services finds
this provision substantially weakens the program we
woul d support reconsidering this provision of the bill
down the line.

In summary, ASMA supports HB 543 and wurges the

Commttee to support the bill as well. Please keep in
m nd that physicians do not have an incone stake in
this issue. Rat her, we are primarily concerned that

Al askan patients receive high-quality health care, and
that as many Al askans as possible have access to that
care. | would be happy to answer any questions.
Thank you for your attention.

Nunmber 1448

REPRESENTATI VE SEATON commented that the departnent told the
menbers that the delay of inplementation of a PDL would mnean
that the $20 million savings that has been built into the budget
woul d have to be absorbed either through reduction of services
or reduced paynent rates. He asked Dr. Malter if ASMA sees that
as a problem or has any other solutions in where to find these
funds if it is not saved through the PDL.

DR. MALTER replied that he has not had the opportunity to think
that through. Presunmably there is a valid concern that a | ot of
time is being spent looking at the specific |anguage of the
potential I|egislation, he said. As a layperson it was his
i npression that this could slow down the process. That would be
unfortunate if folks had to come off of the Medicaid roles if it
prol onged the process. He said he believes that if the
| egi slature enacts legislation it will be done in such as way
that it will slow the departnent down as little as possible.

Nunmber 1568
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VERNER STILLNER, M D., Psychiatrist, Bartlett Regional Hospital

Legislative Representative, Al aska Psychiatric Association,
testified on HB 543 and answered questions from the nmenbers. He
told the nenbers that those in the nental health community are

experiencing cuts in comunity heal t h servi ces,
hospitalizations, transportation for the nentally ill, and
facilities that treat them This bill is very inportant, he
st at ed. Medi cations for the fragile nentally ill and the
Medi cai d popul ation are often a |life saver, and for that reason
this bill appropriately asks for a regulatory process that nakes

this a nore rational and transparent system Dr. Stillner said
his research, through the Anerican Psychiatric Association,
found that the states that have inplenmented PDLs have gone
through the regulatory process, not the procedural process as
has been suggest ed. He said he believes the regul atory process
provi des sonme safeguards in spite of the disadvantages that nmay
occur.

DR,  STILLNER told the nenbers that there are nmany nodels
t hroughout the country including those that conpletely exenpt
psychotropic drugs from the PDL process because it is thought
that it would not save the Medicaid budget any noney. The
result was that of cost shifting to energency room visits,
hospitalization, nursing homes, and correctional facilities. He
suggested the exenptions be provided on anti-psychotics, anti-
depressants, anti-anxiety, and nood stabilizers that are used
for bipolar disorders or what was once called manic-depressive
illness, and attention deficit disorder (ADHD).

Number 1662

DR. STILLNER suggested a m nor change on page 2, |line 14 through
19, where the makeup of the Prescription Drug Review Advisory
Commttee is delineated. He suggested the commttee have two
public nenbers appointed to the conmttee. He al so recommends
that the nenbers consider changing the nakeup of the conmttee
to nore physician nenbers and fewer pharmacists since physicians
are the main prescribers in Al aska.

Nunber 1735

DR. STILLNER expl ained that he believes the nedically necessary
conponent of the bill is inportant because it allows a physician
to grandfather a nedication in. For exanple, one young man who
is schizophrenic is currently enployed and has been out of the
hospital for about nine years. Prior to that tinme he had been
hospitalized five tinmes, both in state and out of state. He
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told the nmenbers that he would like to continue to keep this

patient on the prescription he is currently on. Shoul d those
nmedi cations not be on the PDL, the override provision would
allow himto continue the present treatnent. This provision is

a very valuable tool for a better clinical judgnment than one
that can be made in a pharmacy or the Juneau Medicaid office, he
stated. There are safety and clinical effectiveness issues that
should prevail, when for instance, a clinician with five years
of experience wth an individual has a better understanding of
what is necessary for treatnent.

DR, STILLNER summarized that he believes that postponing the
i nclusi on of psychotropic drugs until March 2005 is a good idea.
He said he wi shes the date were 2006. Dr. Stillner told the
menbers he supports HB 543 in its current form

Number 1800

REPRESENTATI VE ClI SSNA comented that it is her wunderstanding
that the departnent is planning on delaying the inclusion of
Psychot ropi ¢ drugs al ready.

DR STILLNER replied that was his inpression also; however, he
said he wunderstands that the May neeting may |look at anti-
anxiety, anti-depressants, and ADHD drugs. So three of the five
psychotropi c drugs he nentioned will be revi ewed.

REPRESENTATI VE SEATON asked for clarification on Dr. Stillner's
comment with respect to the PDL and cost shifting.

Nunber 1852

DR STILLNER comrented that it is a very appealing notion to
save $20 million from a budget. He suggested that taking noney
away from one area, actually shifts the expense to another area.
He told the menbers that it has been found to be true in
M chi gan, New Hanpshire, and other states. The ultimte cost
savings to Medicaid nay be non-existent, he said. In sone
states the PDLs have cut Medicaid expenditures by 15 percent.
However, in those states there has been an increased amount of
utilization of the enmergency room hospitals, nursing hones, and
correctional facilities because people have not been cared for
properly. Dr. Stillner <clainmed that while the PDL was
i npl enented with good intentions, it has the potential of cost
shifting to other parts of the Mdicaid budget. He enphasi zed
that his coments are only wth respect to psychotropic
medi cat i ons.
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Nunmber 1895

REPRESENTATI VE SEATON responded that he believes the only way
cost shifting could occur is if the team of 20 doctors plus
other professionals on the comittee were not effective in
identifying the nost effective drugs for the PDL. He pointed
out that the anobunt of drugs prescribed are not being limted.
Representative Seaton asked Dr. Stillner if there is sonme other
el ement that he is m ssing.

DR, STILLNER comrented that it is an appealing notion to say
which drug is the nost effective, but nobst of the drugs on the
mar ket have proven to be nore effective than the placebo. He
said that is how the FDA |licenses the drugs. There is not a |ot
of data out there conparing one drug versus another drug, he
added. It is not always an easy call to say which drug is nost
ef fective. Dr. Stillner explained that one drug could be very
effective for an individual, and another drug that is |ess
expensive could be nore effective for another individual. There
is a variability there. That is the reason he likes the
discretion of a nedically necessary over ride, Dr. Stillner
st at ed.

Number 2022

The conmittee took an at-ease from5:25 p.m to 5:31 p.m

Nunber 2038

JOE FULLER, Seni or Manager , State Gover nnent Affairs,
AstraZeneca Pharmaceuticals, L.P., testified in support of HB
543 and answered questions from the nenbers. He conmented that
HB 543 will authorize two primary provisions. The first would
be to put regulations in place for the devel opnent of the PDL
and the second, is to allow a sinple hassle-free over ride
provision for prescribers. M. Fuller comented that the

commttee is aware of the fact that PDLs are in place in many
states around the country. Every state that he is aware of has
publicly debated the nerits of PDLs and has either passed
statutes or adopted regulations regarding its devel opnent and

i npl enent ati on. M. Fuller told the nenbers that regulations
wi | | ensure that there 1is adequate due process in the
devel opnment of PDLs, and that it 1is an open public and
transparent process. This is good governnent that Al askans

i ncluding AARP and seniors affected by the PDL should support,
he added. He said that his experience with the current process
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is that it needs inprovenent. It is an evolving process because
there is no regulation in place or road map to follow, it is
al ways changi ng, he suggested. M. Fuller said the process is
getting better, but by adopting regulations the state will have
an i nproved process in place.

Nunber 2120

MR. FULLER explained that the current public testinony allowed
for a manufacturer is five mnutes to present any clinical data,
regardl ess of the nunber of drugs that are being reviewed. He
said, for instance, if his conpany has three or four drugs up
for review he is given on 45 seconds per drug to provide input
to the comm ttee nenbers.

MR. FULLER said that while the conpany has the opportunity to
submt clinical data, it is not [necessarily provided] to the
P&T Conmittee nenbers, it is to First Health  Services
Corporation in Arlington, Virginia. First Health Services
Corporation synthesizes all the information and passes it out to
the commttee nenbers to make a deci sion. M. Fuller told the
menbers that he does not have access to the information that is
provided to the P&T Conmittee nenbers. There is no other state
in the nation that has a process simlar to the one in Al aska,
he comrent ed.

Number 2175

MR. FULLER told the nenbers that in Oregon and WAshi ngton there
is much nore tine taken in the process in reviewing the classes
of drugs. It is taken nuch nore seriously. In Oregon, for
instance, there is a cardiac subcommttee that |ooks at the
bet a- bl ocker class and there are two to three neetings before
there is consensus on which drug is the preferred drug, he
summari zed. There is also adequate public testinony,
opportunities for manufacturers, and other stakehol ders. M.
Ful I er suggested that Al aska |ook at Oregon's process as a nodel
t hat shoul d be consi der.

Nunber 2204

MR. FULLER agreed that the over ride provision is good one. It
ensures that the final decision in ternms of what drug is
di spensed is nade by the physician. This is the sane | anguage
that is in the Senior Care bill which was passed unani nously by
bot h houses and signed by the governor.
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MR. FULLER commented that it is news to him that the state's
plan to CM5 has been approved. He questioned whether there was
a request for proposals (RFP) put out to open bid when First
Health Services Corporation received its contract. M. Fuller
told the conmttee that to his knowl edge that was never done,
and the reason he nentions this is that the conmttee's |ega
advi sor commented that there nmay be sone risk associated wth
t hat . He told the nenbers that both the states of Nevada and
Hawaii had to stop its processes for that very reason

MR. FULLER urged the conmittee's support of HB 543 because it
wi | | add clarity and adequate due process before the
i npl enentation of the PDL.

Nunber 2249

REPRESENTATI VE GATTO asked M. Fuller if the state would not use
regulations in inplenenting the PDL.

MR. FULLER replied that the only regulation that was passed was

signed by the Lieutenant Governor in January of 2003. It was a
one-liner that states that the Departnent of Health and Soci al
Services has the authority to prior authorize drugs. That is

the only regulation in place that allows the departnment to go
forward with the PDL, he expl ai ned.

REPRESENTATI VE GATTO questioned that the existing PDL was
created without regulations by a conmttee.

MR. FULLER responded that M. Peeples could better speak to that
poi nt than he coul d. He told the nenbers that his discussions
with the conmm ssioner |ast session left himwth the inpression
that regulations would be pronmulgated, as is the case of any
other state he is aware of. The next time he heard that the PDL
was going forward there was a neno that provided a very detail ed
process and the conmmttee was already a few nonths into that
process.

Number 2317

REPRESENTATI VE SEATON referred to [page 2, line 2] which
addresses the appeals process, and asked if every conpany whose
drug is not on the PDL will appeal the decision.

MR. FULLER replied that he could tell the nenbers how other

states worked. In Oregon, for exanple, if a drug is not
included in the PDL, there is no opportunity to appeal, but
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Oregon reviews each class of drugs every six nonths. That gives
the conpany another opportunity to voice issues wth its
decision or provide any new clinical data that mght be
avai |l abl e. He stated that he believed the appeals process in
the bill was specific to patients or physicians who w shed to
appeal the choices the state nade.

TAPE 04-31, SIDE B
Nunber 2326

REPRESENTATI VE SEATON asked M. Fuller if he would have any
objection to renoving the appeals process from the bill which
could result in every drug manufacturer appealing a decision.

MR. FULLER said speaking for AstraZeneca Pharmaceuticals, L.P
he would not have a problem with this. If the |anguage were
changed to Alaska patients or providers it would clarify the
intent of that |anguage, he comment ed.

Nunber 2276

PAT CARTER, Lobbyist, daxo SmthKline, testified on HB 543. He
told the mnmenbers that he has been to every P&T Conmittee
nmeet i ng. G axo SmithKline is not opposed to the inplenmentation
of a PDL, but would |ike assurances that there will be an open
and fair process. Thus far he believes it has been unsuccessf ul
in that regard. He has talked to departnent staff and witten
|letters to the departnment, but the procedures that have been
adopted, were adopted very recently. Whil e the procedures may
or may not have been in existence from the beginning, @ axo
SmthKlIine did not have access to anything that the P&T
Comm ttee nenbers see, he stated. It is not an open process,
M. Carter enphasized. For exanple, the P&T Conmittee first net
in Cctober and the procedure was |oose, the neeting was held in
a small room it was teleconferenced to nenbers that were unable
to attend via a speakerphone. People in the room could not hear
and the people trying to listen in via speakerphone could not
hear, there were votes taken, and the votes were not even
count ed.

CHAI R W LSON asked if that process has been inproved.
Number 2193

MR. CARTER agreed that there have been substantive inprovenents,
nost notably having professional equipnment avail able. He
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commented that all public testinony is taken at the begi nning of
the neeting. For exanple, there was one neeting where there
were nine different drug classes that were heard, he said. M.
Carter told the nenbers to inmagine having nine bills in front of
them all public testinony on those bills were taken at random
at the beginning of that neeting. He asked if the nenbers
believe that they could nake a reasonable decision based upon
the information presented on how to nove forward with that piece
of |egislation. M. Carter told the nenbers that he respects
the P&T Conmttee nenbers and believes they are trying to do a
good job, but the format that is followed is not one that a
reasonabl e person could cone up with a reasonabl e deci sion based
upon the input from the public testinony. M. Carter pointed
out that this is not sour grapes from daxo SmthKline because
every drug that it has tried to get on the PDL thus far has been
pl aced on the PDL. He said he's speaking only about the process
because the process is what wll ensure that Al askans are
pr ot ect ed.

Nunber 2137

MR. CARTER told the mnmenbers that prior to the last neeting
letters were submtted in a tinely fashion to the departnent
from four of the six pulnonologist in Alaska. He added that he
knows one of the letters cane in late, but the other three were
submtted well under the wire. These physicians were told that

those letters would be included in the packet, but when
commttee nenbers were asked if they saw the letters it was
found that the letters were not in the packets. M. Carter

asked Dave Canmpana [Pharmacy & Ancillary Services, Division of
Health Care Services, Departnment of Health and Soci al Services]
where the letters from the pul nonol ogi sts were since pul nonary
drugs were being reviewed. M. Carter said he thought the P&T
Commttee would want to hear from the those that are using and
di spensing these drugs; however, M. Canpana told him the
|l etters were not included in the packets. When asked why, the
response was "just didn't." M. Carter told the nenbers that he
believes that is unacceptable. The idea that procedures have
been adopted does not nean very nuch when the rules change from
nmeeting to neeting. For exanple, one neeting may allow five
m nutes per drug conpany, one neeting it is five mnutes per
testifier, and the next neeting it is back to five mnutes per
drug conpany again. M. Carter pointed out that when there are
a group of individuals as highly educated as the group on the
P&T Commttee it seens desirable to give themthe information in
front of them to make reasoned deci sions. He said he believes
the goal should be to make sure the right nedication gets
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through to the right patient, then after reaching that goal | ook
to save noney.

MR. CARTER suggested that a better way to conduct the neetings
woul d be to take testinony per drug class and give testifiers a
reasonable tinme to present information. This suggestion was
sent to the departnment via a letter and has thus far been
i gnor ed.

MR. CARTER said that after hearing testinony that there were a
nunber of states that have noved forward w thout regulations, he
called his boss, who handles nobst of the western states. He
told the nenbers that his boss does not know of one state that
has noved forward with a PDL without regulations in place. M.
Carter told the nenbers that the process that has been
i mpl enent ed | eaves t he state open to huge liability
possibilities if sonmeone has a problem with a drug being denied
because of a |ack of regulations and good reasoned due process.
If there is a heart attack or stroke or a psychotropic event
which causes a death, the state could be open to liability
because of that and where are the savings then, he questioned.

MR. CARTER enphasi zed that he is not trying to stop or slow down
the process, he just wants to see a fair and open process.
Since it is not happening thus far, he believes this bill is a
good step in that direction.

Nunber 1985

CHAI R W LSON announced that HB 543 will held in commttee.

HB 434- NATURCPATHI C MEDI CI NE

Number 1900

CHAI R WLSON announced that the next order of business would be
HOUSE BILL NO 434, "An Act relating to the practice of
nat ur opat hi ¢ nedi ci ne; and providing for an effective date.™

The commttee took an at-ease from5:55 p.m to 6:01 p.m

Number 1805

REPRESENTATI VE JIM HOLM Al aska State Legislature, as sponsor of
HB 434, presented the bill and answered questions from the

menbers. He told the nenbers that he offered HB 434 to ensure
prof essi onal safe naturopathic health care for all Alaskans. It
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will bring an outdated 17-year-old Alaskan statute on the
practice of naturopathic nedicine up to date and in line wth
about 14 other states that already have these provisions. It
provides quality health care to Al askans through continuing
education, requirenents, and inproved services in the practice
of naturopathic nedicine. It addresses the shortages of
physicians in Alaska while providing alternative care and
reducing health care costs to Al askans. The bill places a
continuing education requirenent in statute for naturopathic
physi cians of Alaska. It specifies that naturopathic physicians
may perform m nor surgery based upon their education, training,
and |icensure, he said.

Number 1520

DANI EL YOUNG, ND, LAC, AKANP Legislative Task Force, testified
in support of HB 434, and answered questions from the nenbers.
He provided the following testinony to the commttee: [Oiginal
text, but sonme formatting changes were nade]

Chair WI1son and Honorable nmenbers of the conmttee
Thank you for allowing ne to testify on behalf of HB
434. Thank you for staying later to hear this.

HB 434 would allow naturopathic physicians to
prescri be substances that they are trained to use and

to perform m nor surgery. You all know the issues
before you. You have a packet wth all the
conparisons and it is pretty conprehensive packet. W

have all net with you all on an individual basis and
have pl ead our case.

By now you have heard from naturopathic doctors and
patients of naturopathic nmedicine that are in support
of this bill. You have also heard from the nedical
doctors, doctors of osteopathic nedicine, and even the
phar macy board. I don't think that you have heard
from patients of allopathic or osteopathic doctors.
Unfortunately, | had a nice conversation with Dr. Al ex
Mal t er the head of the Alaska State Medica

Association in the fall and we had a good discussion

It is too bad he had to |leave to care for a patient
because | think it would have been hel pful to have the
two of us here would have been hel pful in this issue.

Wth your permssion | wuld |like to direct your
attention briefly to facts:
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Fact 1: Educati on

Nat uropathic doctors are trained for general famly
practice. W are not trained to be specialists and do
not work in hospital environnents, but in out patient
in the trenches.

Nat uropathic doctors conplete 8 years of higher
educat i on. Some receive nore, but it is a mninmm of
8 years.

Requirenents to enter a naturopathic nedical school
are alnost identical to that of any other nedical
school. | alnost went to an allopathic nedical schoo
and was ready to do that.

The curriculum of a naturopathic nedical schoo
conpares with allopathic (MD) and osteopathic (DO
schools, in intensity and conprehensiveness.

The clinical studies in naturopathic nedical school
al so conpare to allopathic (MD) and osteopathic (DO
school s.

Qutpatient based clerkships prepare us for how we
practi ce.

In your packets you can see charts that conpare our
education with nedical schools.

There has al so been expert unbiased testinony by Dr.
Clyde Jenson in previous commttee neetings and wth
t he other body. He has a unique position to conment
on the education between these three areas. He has
been a president or admnistrator of allopathic (M),
osteopathic (DO and (ND) nedical schools for |ong
periods of time and is quite versed to attest to the

nature of their curriculuns. Their first two years
are alnost identical. That is when you |earn your
sci ences. That is anatony, physiology, pharnacol ogy,

clinical physical diagnosis, and the |ab diagnosis, x-
ray, radiology, things like that.

The second stage is the clinical sciences that are

|l earned in the third and fourth years. At this time
naturopathic physicians go through broad based
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t rai ni ng. They work in manipulation, botanica

medicine, nutrition, dietetics, honmeopathy, and sone
phar mal ogi cal therapeutics, though not as extensive as
a pharmal ogi cal therapeutics in a hospital situation.

As you know nedi cal doctors and doctors  of
nat ur opat hi c nmedi cine  work extensi vely on very
rigorous internships where all that is studied is

phar mal ogi cal therapeutics and they are the experts of
that real m of nmedicine.

Number 1570

W are skilled in the 40 percent of drugs that are
comng from a natural substance and there are
different generations of that that we are very well
versed in the use of that.

Fact 2: Licensure

G aduat es of nat ur opat hi c nedi cal school s pass
rigorous nationally adm nistered board exans. These
exans have been exam ned by federal institutions that
determ ne the l|level of education that you would need
to pass them That is for bio-nmedical genera
practice of nedicine.

Fact 3: Federal Regul ation

Nat uropathic nedical institutions are recognized by
Federal and State Accrediting Bodies as well as by the
Council of Naturopathic Medical education. W w sh

only to be able to practice how they say we are
trained to practice.

Fact 4: Naturopathic Medicine is Safe

No patient conplaints in 17 years of practice in
Al aska. Nat uropathic nedicine is safe. | have
nunbers to show you on a national level in conparison
that and we can tal k about that.

Fact 5: Scientific Basis

There is research- see your packet “Naturopathic
Col | aborative Events”
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In the packet there is a very nice presentation,
Representative Coghill has it. That shows all of the
clinical research and all the things that are being
done in Naturopathic nedicine and conplinentary care
across the United States.

Number 1497
Fact 6: Naturopathic Physician = Primary Care

The Jour nal of Anmerican Medi cal Associ ation or
JAMA in 1998 - there is an article in the packet
by Dr. Cooper. They are saying that we are trained as
primary care and outpatient based, which nmeans we do
not work in the hospitals, but we work seeing patients
in our clinics. And that is how our training is and
it is adequate for that.

Complinmentary nedicine is the wave of the future;
already Alaska's clinics have MDs, DOs and ND s
wor king side by side. It is not as nuch as in the
Lower 48, but it is happening.

W have letters of support from nedical doctors who
work with us, as well as other types of practitioners.

W have thousands of signatures from patients in your
districts that want access to conplete Naturopathic
scope of practice.

Qur current statute is out of date and needs to be
updated to reflect the quality of Nat ur opat hi c
educati on.

Nunber 1443

These letters of opposition clearly indicate to ne
that there is a msunderstanding about the |evel of
our education as naturopathic physicians in this
state.

Oten tines these letters indicate that it is a
| i censi ng issue. We have been licensed for 17 years.

All it is expanding our scope to include what should
be rightfully ours. For 17 years we have been
providing service to 30,000 Al askans. l"m going to

cut this short, and ask you to consider this bill. I
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appreciate your tine and can answer any of your
guestions at this tine.

Nunber 1413

REPRESENTATI VE GATTO asked why the e-mails he has been receiving
have expressed concern that the legislature my take away their
right to practice naturopathic nedicine. He commented that he
does not know how that information got into the comunity, but
for the record, he said, there is nothing in this bill that
di m ni shes anyt hi ng naturopaths are doing. He asked Dr. Young
if he would agree with that.

DR. YOUNG replied that he would agree with respect to the intent
of the bill. There is wording in the bill that has been
insulting for 17 years and would like to see that corrected, he
said. He told the nenbers that his main concern is patients who
want their naturopaths to be able to provide the care that they
are trained to provide. For exanple, natural estrogens, natura
progesterone, and natural thyroids are prescription drugs that
naturopaths are trained to use, Dr. Young stated. He enphasized
that it is not their intent to wuse schedule 2 drugs;
nat ur opat hi ¢ physicians do not wuse those drugs. Nat ur opat hs
refer their patients to other providers in cases where there is
a need for nore specialized treatnent. When a patient cones
into the office for a pap [snear], and it is found that the
patient needs a special estrogen prescription that can be nade
for her, but the naturopath cannot wite the prescription, then
that is a problem The insurance conpany gets billed tw ce;
there is a waiting list; and a patient's health care is at risk.
The same thing applies to patients wth diabetes and
hypertensi on, he added. Dr. Young commented that naturopaths
are not interested in using anti-psychotic drugs because we are
not trained for that. Nat uropat hs woul d refer appropriately for
treatnment outside of our area of training, he comrented. Dr.
Young pointed out that the current bill does not have the [drug]
schedules in it.

Number 1301

REPRESENTATI VE GATTO reiterated that everyone who currently sees
a naturopath wll be able to continue to see his or her
nat ur opat hs. If the bill passes there wll be additional

privileges that will be available to the public. He asked Dr.
Young for clarification that schedules were taken out of the
bill.
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DR. YOUNG replied that he understands the [drug] schedul es were

taken out of the bill in order to get it out of the House Labor
and Commerce Standing Committee. He expl ai ned that naturopaths
did not want schedules [one and] two because they did not want
drugs that have a high incidence of physiological and
physi ol ogi cal dependence and are hot topics. Drugs that are
listed on schedules three, four, and five are far below
nat uropat hs' |evel of training, he comrented. There are only
certain drugs within those levels that a naturopath would use
anyway. The bill was originally witten with the intent that

nat ur opat hs woul d have access to drugs they woul d use, he said.

CHAIR WLSON asked if Representative Holm would point out where
t he | anguage was renoved fromthe bill

Number 1234

REPRESENTATI VE HOLM referred to CSHB 434(L&C), Section 08.45.120
(4), page 5, Iline 23, |anguage addressing schedul ed drugs was
after the foll ow ng:

(4) prescribe and inplenent barrier devices for
contraception;

REPRESENTATI VE HOLM comented that in the original version of
the bill, the above |anguage was nunbered (5) and the | anguage
addr essi ng schedul ed drugs preceded this |anguage as (4).

CHAIR WLSON asked where in the current bill does it authorize
nat uropaths to prescribe schedule three, four, and five drugs.
She said she believes all of that |anguage was renoved.

REPRESENTATI VE HOLM agreed that all the |anguage authorizing use
of schedul ed prescription drugs was renoved.

CHAIR WLSON stated that the only thing that is left in the bil
is as follows [page 5, lines 14 through 17]:

(1) prescribe or admnister for ©preventive and
t herapeutic purposes the followi ng: food, extracts of
food, vi tam ns, m neral s, enzynmes, whole gl and
subst ances, bot ani cal medi ci nes, and honeopat hi c
pr epar ati ons;

(2) if authorized under regulations of the departnent,
prescribe or adm nister | egend or prescription drugs,
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CHAIR WLSON told the nenbers that |egend drugs are anti-biotic,
drugs for high blood pressure, diabetes, and nobst nedications in
general that can be refilled for one year. She asked if soneone
from the Departnent of Health and Social Services is available
to speak to this part of the bill

Nunber 1103

REPRESENTATI VE SEATON asked if 1legend or prescription drugs
covers schedule three, four, and five drugs.

DR.  YOUNG responded that <controlled substances represents a
relatively small part of what is in a pharmacy. Since 1971 the
Control |l ed Substance Act put prescription drugs into schedul es
so that there are schedules one, two, three, four, and five.
The schedul es are based on the physiological and psychol ogi cal
dependence. Five being a relatively mninml dependence conpared
to one which is only wused in research and in governnental
research. Exanpl es of schedule one drugs is heroin, LSD, or
mari j uana. Schedule two drugs are primarily narcotics such as
oxycodone. Schedule three, schedule four, and schedule five
drugs are other controlled substances as well, but they are of
| ess physiological and psychol ogical dependence. Dr. Young
explained that |egend drugs is an old term for the |egend that
use to be on the side of foods which was instituted by the FDA
He clarified that |egend drugs are prescription drugs that are
not controll ed substances.

Number 1029
REPRESENTATI VE SEATON asked for further clarification on the

term "l egend drugs" and asked if it refers to all five schedul ed
drugs.

DR YOUNG replied no. He told the nenbers that his
understanding of this termnology is that this |anguage would
not allow naturopaths to provide any |egend drugs. However ,

natural thyroid or anti-biotic could be prescribed.

CHAIR WLSON noted that naturopaths would not be allowed to
prescri be those drugs unless the departnent authorizes it.

DR. YOUNG agreed with Chair WIlson's statenent.

REPRESENTATI VE SEATON said he is trying to ascertain whether the
departnent's authorization would include schedule three, four
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and five drugs. He asked if |legend or prescription drugs are
sonet hi ng other than schedules three, four and five drugs.

CHAIR WLSON replied that prescription drugs cover any schedul e
dr ug. That is a pretty broad category which could include
nor phi ne. She comented that she would like to discuss this
point wth the departnent.

Nunmber 0935

REPRESENTATIVE HOLM clarified that wthout an FDA |icense
nat ur opat hs cannot prescribe a prescription drug.

Number 0905

DR. YOUNG pointed to the original bill and told the menbers that
the |anguage was changed. He read from HB 434, 23-LS1574\D
page 5, lines 16 and 17 as foll ows:

(4) after becomng registered with the federal Drug
Enforcement Admnistration, prescribe a controlled
subst ance;

DR, YOUNG conmented that this |language is no longer in the bill
that is before the commttee. The original intent was that
nat uropaths could use prescription drugs, but not controlled
substances, he expl ai ned. Dr. Young added that there is a
m sconception that prescription drugs are controlled substances.
He summarized that the |anguage was renoved from the bill in
order to get it out of the House Labor and Comrerce Standing
Commi ttee.

CHAIR WLSON comented that by renoving that |anguage and
| eaving prescription drugs in the bill it allows a doctor to
wite a prescription for anything.

DR. YOUNG clarified that doctors can only wite prescriptions
for controlled substances if he/she has a Drug Enforcenent
Adm ni stration (DEA) nunber.

Number 0871

CHAIR WLSON stated that a DEA nunber is required in order to
have i nsurance paynent. She questioned how it would be paid.

DR. YOUNG said he has never cone across that problem because he
has al ways worked in states where he has had a DEA |icense.
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CHAI R W LSON responded that whenever conpleting insurance forns
it is necessary to provide the doctor's DEA nunber. W t hout
t hat nunber, insurance will not pay for the prescription.

Nunber 0772

REPRESENTATI VE GATTO pointed to page 5, lines 29 and 30, which
reads as foll ows:

(7) use the title of "doctor of naturopathy,”
"nat ur opat h, " "naturopathic physician,"” or their
abbrevi ati ons.

REPRESENTATI VE GATTO commented that the use of "naturopathic
physi ci an® becane a contentious point in House Labor and
Commerce Standing Commttee neeting. The thought there was that
the term "physician" neans very specific things and it is a
guarded term Representative Gatto said just because soneone is
a doctor, does not make himher a physician. He suggested that
nat ur opat hs woul d not want to use the term because it clouds the
i ssue.

Number 0683

REPRESENTATI VE HOLM responded that Representative Gatto makes a
good point. However, he offered that the term physician in
| ayman terns nmeans healer. There are different nethodol ogi es of
heal i ng. There are illness such as psychosomatic illness which
have no traditional ways of treatnent. Those are addressed
through a change in attitude, and can inprove an individual's
health and truly be considered physicians. Representati ve Hol m
commented that nurse practitioners are every bit as nmuch a
heal er as an allopathic physician. He commented that wusually
when a person refers to a physician it is a reference to soneone
who has a doctorate degree versus a nurse practitioner. It is
just one level up, he said. Representati ve Hol m suggested the
menbers mght wonder if the level has risen to the place where
nat uropaths should be call physicians or true healers. He
stated that he believes it does.

REPRESENTATI VE GATTO replied that if this bill becones |aw then
any discipline where healing occurs would nerit the term
physi ci an. He questioned whether the |egislature wants to nake
the term physician so broad that it cannot be used anynore to
identify what is now known as a physician. Currently, this term

HOUSE HES COW TTEE -51- April 13, 2004



is reserved for doctors of nedicine, Representative Gatto
coment ed.

Nunber 0547

DR.  YOUNG agreed that Representative Gatto made sone good
points. He explained that the term "physic" is actually a Latin

term for nature. He pointed out that chiropractors are also
called chiropractic physicians. Nat uropat hi c physicians is a
term used in | i censed states wher e nat ur opat hs are

differentiated from those who have gone through a nedical school
and have a doctorate in nedicine, so they are able to refer to
t hensel ves as physicians. He explained that a naturopath can go
into any wunlicensed state and hang a shingle which says
"naturopath,” but could not hang out a sign that says nedical
doctor or physician. This bill would protect that term for
t hose who are practicing naturopathy as physicians.

Number 0457

REPRESENTATIVE COGHILL referred to AS 08.02.010, under
M scel | aneous Provi sions, which says:

Sec. 08. 02. 010. Pr of essi onal desi gnati on
requirenents.

(a) An acupuncturist licensed under AS 08.06, an
audi ol ogi st or speech-language pathologist |[|icensed

under AS 08.11, a person licensed in the state as a
chiropractor under AS 08.20, a professional counselor
| i censed under AS 08.29, a dentist under AS 08.36, a
dietitian or nutritionist |icensed under AS 08.38, a
marital and famly therapist |icensed under AS 08. 63,
a medical practitioner or osteopath under AS 08.64, a
direct-entry mdwife certified wunder AS 08.65, a
regi stered nurse under AS 08.68, an optonetrist under
AS 08.72, a licensed pharmacist wunder AS 08.80, a
physi cal therapist or occupational therapist |icensed
under AS 08.84, a psychologist under AS 08.86, or a
clinical social worker licensed under AS 08.95, shall
use as professional identification appropriate letters
or a title after that person's nane that represents
the person's specific field of practice. The letters
or title shall appear on all signs, stationery, or
other advertising in which the person offers or
di spl ays personal professional services to the public.
In addition, a person engaged in the practice of
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medi ci ne or osteopathy as defined in AS 08.64.380, or
a person engaged in any manner in the healing arts who
di agnoses, treats, tests, or counsels other persons in
relation to human health or disease and uses the
letters "MD." or the title "doctor"™ or "physician" or
another title that tends to show that the person is
willing or qualified to diagnose, treat, test, or
counsel another person, shall clarify the letters or
title by addi ng t he appropriate speci al i st

desi gnati on, if any, such as "der mat ol ogi st ",
"radiologist”, "audiologist”, "naturopath", or the
li ke.

REPRESENTATI VE COGHI LL clarified that under Al aska statutes the
termis very broad.

Number 0406

REPRESENTATI VE SEATON referred to the Journal of the Anmerican
Medi cal Association (JAMA), 1998 article where there 1is
di scussi on about naturopathic physicians. He said he thinks the
distinction that he sees being nade through opposing comments is
that naturopath are an unlicensed, unregulated group; whereas
nat uropathic physicians are licensed in state and have the
background and training. These are two different groups, he
enphasi zed. For exanple, currently a naturopath can practice
right now with no training, but to be a naturopathic physician
an individual mnust nmeet the |icensing requirenents. That is
what is really being discussed here, he comrented. He suggested
that the commttee look at the policy call of restricting the
word "naturopath"” to refer to only naturopathic physicians to
prevent the confusion that has occurred in the testinony the
menbers have heard.

REPRESENTATIVE COGHI LL told the commttee that anyone who is

| i censed nust have the credentials. He added that he has a
friend who is called doctor, but he is not a nedical doctor
Representative Coghill questioned what the conmttee wants to
defi ne.

Number 0284

REPRESENTATI VE Cl SSNA asked the commttee to | ook at page 3,
| ines 26 through 28, which reads as foll ows:
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(B) addiction or severe dependency on alcohol or a
drug that inpairs the applicant's or |icensee's
ability to practice safely; or

(O physical or nental disability; or

REPRESENTATI VE ClI SSNA pointed out that (C does not have the
sane qualifying terns after the condition that (B) does. She
pointed out that there are physical or nental disabilities that
exist that would not inpair an individual's ability to practice
safely. She suggested including the sanme |anguage in (C that
is included in (B).

REPRESENTATI VE Cl SSNA noved Conceptual Anendnent 1 as foll ows:

On Page 3, Line 28, after "disability"
| nsert: "that inpairs the applicant's or licensee's
ability to practice safely;"

Number 0051
REPRESENTATI VE COGHI LL obj ected for discussion purposes.

REPRESENTATI VE CI SSNA told the nenbers that there are nmany kinds
of disabilities, both mental and physical, that would not be an
i mpai r ment . Many disabilities do not affect an individual's
conpetency in their professional |ives.

REPRESENTATI VE GATTO agreed with Representative G ssna. For
exanple, if a person has had an arm anputated, it would not
affect that person's ability to practice safely.

TAPE 04-32, SIDE A

DR. YOUNG commented that the Division of GCccupational Licensing
wi |l regulate naturopaths appropriately. He pointed to the flow
chart in the nenbers' packet.

REPRESENTATIVE COGHILL said the Division of CGccupational
Licensing will have a hearing officer and if there is an appea
it can go straight to the court.

Number 0079

REPRESENTATI VE SEATON pointed to page 3, lines 23 and 24, which
reads as follows:
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(6) is [CONTINUED TO PRACTI CE AFTER BECOM NG unfit to
practice naturopathic nedicine due to

REPRESENTATI VE SEATON comrented that he is not really opposed to
the concept ual anendnent ; however, he said he believes
Representative Cissna's anendnent is already covered under (6)
where it says "is unfit to practice naturopathic nedicine due
to." He clarified that this |anguage neans that it would have
to first be determned that the individual is unfit to practice
due to a physical or nental disability.

Nunber 0131

REPRESENTATI VE Cl SSNA questi oned why the |anguage is included in
(B). She withdrew her notion to adopt Conceptual Amendnment 1.

Nunmber 0204
VERENA NI LSSON testified in support of HB 434. She told the

nmenbers that she is a patient of Avanti Medical Center in
Anchorage and supports the idea of her doctors being able to

wite prescriptions for mnedicines. Ms. Nilsson explained that
she has had nedical problens for the last 12 years and had gone
to traditional doctors; however, it was not until she went to a
doctor of naturopathy that she discovered what was wong wth
her . She is now taking hornmones in order to get sonme of the
probl ens taken care of. It is still a problem for her because
she has to go back to the conventional doctor to get a
prescription witten. Ms. N lsson told the nenbers that she

would i ke all of her fam |y go to naturopathic doctors.

Nunber 0346

STEVE COMPTON, M D., Alaska Heart Institute, testified on HB 434
and answered questions from the nenbers. He detailed his
trai ning which consisted of four years of college, four years of
medi cal school, three years of internal nedicine residency,

three years of cardiology fellowship, and another year of an
el ectrophysi ol ogy fellowship. Dr. Conpton told the nmenbers that
he finished training at the age of 33, then taught at the
University of Uah for four years. He said he is pretty
famliar with the research basis behind allopathic nedicine.

DR. COWPTON told the nenbers that he is not sure the nenbers are
aware of the profound differences between allopathic nedicine
and alternative nedicine practices. The single nost inportant
thing that defines allopathic nedicine is that it is evidence
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based on scientific nethods, he explained. Dr. Conpton said
what that nmeans is that if patients have a clinical problem and
are considering therapy to treat that problem or disease,
scientific nmethods are used to design clinical trials.
Random zed placebo controlled trials are used to determne if
therapy will actually benefit a patient, he said. Dr. Conpton
told the nmenbers that wusing this approach helps them in

devel oping new treatnment so patients wll have |onger better
lives.
Number 0526

DR. COWTON said he believes what is not being understood is
that nost naturopathic practices do not involve the scientific
nmethod. It tends to be nore of a faith-based practice. He said
that the judgnment that a treatnment is effective should be based
on the quality of the scientific evidence. Naturopaths are very
good at convincing people that evidence exists when it actually
does not or convincing people to accept substandard evi dence.

DR. COWTON expl ai ned that sonme of the practices of naturopathy
would not stand up to scientific scrutiny. For exanpl e,
iridology, which says that it can be determned if sonething is
wong with an individuals organs by |ooking at the color of a
person's eyes. He said that this is no different than palm
r eadi ng. Dr. Conpton told the nenbers that many of these
practices would be determned to be health fraud if perpetrated
by nedical doctors. He added that the differences between
nat ur opat hi ¢ nedi ci ne and all opathic nedicine has not been over
cone.

Number 0661

DR. COWTON said when the Mssachusetts |egislature considered
licensing naturopaths three years ago it had a special
comm ssion working for fifteen nonths to study the issue. He
read the conclusion of that study into the record as foll ows:

For an occupation with little senblance of objective
scientific and ethical basis, licensure legitimzes an
otherwise illegitinate and dangerous activity. It is
the opinion of the Massachusetts Medical Society that
it would be irresponsible and unconscionable for the
comm ssion to recomend the |icensure of naturopathy
in the Commonweal th of Massachusetts.
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DR. COWTON said this is an issue because prescription drugs can
be dangerous. It takes a lot of training and judgnment to use
them He told the nenbers that he knows of no nedical physician
that |earned how to prescribe nedications during their nedical
school years. He added conparing naturopath training to nedica
school training is not appropriate. Prescription training
occurs as an intern, resident, and fellow, Dr. Conpton said.
H's internship was hardcore training of 90 to 100 hours per
week.

Number 0769

DR. COMPTON told the <conmittee that two patients were
hospitalized in Denver a couple of weeks ago after being treated
by a l|icensed naturopath. One was a 17 year old girl who had
cardiac arrest after having WV blood irradiation. This is a
procedure where the blood was renoved from the girl's body,
irradiated with ultra violet light and then infused back in her.
Anot her case in 2002, Lawence Perry, a naturopath, persuaded an
8 year old diabetic girl's parents to stop her insulin. Type |
di abetes requires insulin for survival. There have been severa
di abetic deaths, Dr. Conpton said.

DR. COWTON shared another exanple of a naturopath naned
Reginald Fenn who in February of 2004 was jailed because he
persuaded parents of an 18-day old baby with aortic stenosis not
to seek surgery. He told the nmenbers the only way to treat
aortic stenosis is through surgical repair. The child died
after treating it wth herbs and proclaimng the child was
cured. Dr. Conpton continued to share other exanples of
naturopathic nmal practice in which patients were harned. After
the death of a young girl follow ng a procedure of a naturopath,
Al berta rescinded all licensing of naturopaths.

DR COWTON said that naturopaths wll say that this is
mai nstream nedicine, but it is not. He told the nenbers that
they will be told that naturopaths have these privileges in
ot her states, but that is not true. He told the nenbers that it
will not be nentioned that two states have outl awed nat uropat hy,
and only 11 states that even bother with |icensure. Whet her
i censure should be offered is debatable and he said, in his
opi nion prescriptive authority is unconscionabl e.
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DR. COWPTON suggested that the nenbers |ook on the web site of
the Anerican Association of Naturopathic Physicians. He read a
statenent fromthe web site into the record as foll ows:

Nat uropat hi ¢ practice excludes mjor surgery and the
use of synthetic drugs.

DR. COWPTON comented if the nmenbers are considering giving
nat uropaths prescriptive authority, what is being discussed is
not naturopathy, but nedicine. He advised the nenbers to talk
to people who prescribe drugs and understand them before passing
a bill like this. He told the nenbers that there are dozens of
drugs when used aggressively can hurt, maim or kill people.
The few classes in naturopathy schools is unlikely to provide
the training to prescribe these drugs.

DR. COWTON urged the nenbers to educate thenselves on this
i ssue and protect Al askans.

Nunmber 1036

REPRESENTATI VE WOLF comrented that Dr. Conpton nmade reference to
iridology. He asked if a patient came to himwth yellow itchy
eyes, what would be his first reaction.

DR. COWTON responded that he believes Representative WIf is
thinking of Iliver disease, but that is not the iris. He
explained that iridology suggests that by |ooking at specific
color patterns of a person's iris and a specific diagnhosis can
be nade. Dr. Conpton agreed with Representative WIf that a
person with liver disease can get yellow discoloration in the
white part of the eyes called jaundice.

DR. COWPTON said another questionable practice is honeopathy.
Their premse is to take whatever active drug it is believed a

patient needs, and repeatedly dilute it down. The idea behind
this is that by doing this the essence of the drug is captured
and the nore diluted it is the nore powerful it is. He said

this makes absolutely no sense. He pointed out that honeopathy
won't hurt anyone, but it is pronoted as a way to nake people
better and there is no basis in physiology or pharnacol ogy for
the effectiveness of honeopathy, but this is another nain stay
of naturopathic nedicine. He told the nmenber that naturopath is
not based upon science. Dr. Conmpton told the nmenbers that a
great way to blow a lot of noney on health care is to spend it
on therapies that have not been proven to be effective.
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Nunber 1212

REPRESENTATIVE WOLF told Dr. Conpton of a famly nenber's
experience where after seeing and MD for an itchy condition she
was told to put on calamne lotion and soak in Epson salts. He
took her to a naturopath who imediately had her get a blood
test. It was found that she had a tunor in her bile duct. She
was within a couple of nonths of dying and it was a naturopath
that saved her life, he stated. The MD did not address her
medi cal condition.

Nunber 1263

DR. COWTON replied that he thinks that there is a lot that
nat ur opat hs can offer. A lot can be said for a good diet and
exercise. He said well-trained physicians do m ss di agnose.

REPRESENTATI VE WOLF clarified that he is not talking about diet
and exerci se.

DR. COWPTON admtted that there are sone naturopaths that are
very sharp and well intentioned. There are also those whose
trai ning does not include science. In allopathic nedicine if a
doctor were to provide a patient with a treatnment that had no
scientific or rational basis and which had not been shown to
hel p people, it would be considered nal practice, he said. Dr.
Compton commented that Representative WIf's nother had an
unfortunate experience, but believes that another allopathic
doctor would have eventually diagnosed the jaundice she was
experi enci ng.

REPRESENTATI VE WOLF asked if Dr. Conpton is famliar wth
multiple nyeloma and asked what he would prescribe for
treat nent.

DR. COWTON responded that multiple nyeloma is usually treated
wi t h chenot her apy. He clarified that he is a cardiologist and
has not worked in oncology in over 12 years so he is not an
expert in that field.

Nunber 1408

REPRESENTATI VE WOLF said that several treatnent centers in the
Lower 48 are now saying that chenotherapy wll not touch
nyel oma. He explained that a dear friend who passed away had

nyeloma and the doctors wanted to prescribe chenotherapy for
hi m
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DR. COWTON replied that this is an especially vul nerable group
of people. A good oncology practice will be involved in
clinical trials. The heart of it is that therapies for cancer
are all pretty mserable. He said that if a therapy is offered
it is inportant to know if it works or not. There are
nati onwi de protocols to see if survival rates can be inproved.

A conpetent oncologist can tell a patient what the state of the
art treatnent is for whatever cancer a person has. He said if a
cancer patient goes to a naturopath he/she could be assured of
getting better with an herb or therapy, but there is no clinica

or trial data available for the treatnent. Al the data cones
from testinonial studies or belief systens, he added. In
conclusion he said the strength of allopathic nedicine is based
on scientific nmethods. Al therapies have a potential for harm
and it is essential to know that a therapy's benefit outweighs
the potential for harm Dr. Conpton stated.

Nunber 1589

CHAI R W LSON announced that the bill will be held in commttee.
ADJ OQURNMENT

There being no further business before the commttee, the House

Heal t h, Education and Social Services Standing Committee neeting
was adjourned at 7:05 p.m
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