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ANALYSIS

"An Act relating to pharmaceutical medical assistance for needy persons"

Fiscal impact is in three parts: 1) added federal revenue earned by moving 
prescribed drugs under Medicaid; 2) increased state funds needed to pay 
pharmacists above the Medicaid price as required by Section 5 if permitted 
by federal law; and 3) increased state funds to modify the department's data 
processing system to effect the payment requirements of Section 5. This 
would be a one-time expense.

FY 86 Governor Request

Added Federal Revenues

GF TOTAL

General Relief Medical 
Ranove Pharmacy 
GRM Balance

10,769.1
(1,100.0)
9,669.1

10,769.1
(1,000.0)
9,669.1

FED GEM I.A. TOTAL

Medicaid 32,909.5 
Add Pharmacy 1,150.0

33,696.5
1,100.0

633.3
-0-

67,239.3
2,250.0

Medicaid Balance 34,059.5 34,496.5 633.3 69,489.3

With a move of prescription drugs frcm General Relief Medical Component to 
Medicaid component, Medicaid funds would become available at a 50/50 
ratio. However, attendant to .the federal funds would cane mandatory federal 
regulations defining which pharmaceuticals are allowable and the prices to 
be paid for each.

6% is assumed as annual inflation for prescription drugs.

This fiscal note replaces the fiscal note dated 2/13/85 which shows overall 
program savings. This fiscal note reflects budget changes needed to the 
Governor's proposed FY 86 budget and does not show the $1,400.0 state G.F. 
savings already incorporated into the Governor's G.R. Medical budget.

Increased State Expenditures Related to Section 5.:

If the department were to pay pharmacists at their usual and customary 
price rather than the Medicaid allowable price, the difference in total 
prescribed drug payments could be $300.0 annually. None of this added 
expense would be federally reimburseable. This $300.0 is not included 
in the Governor's FY 86 budget request. The Senate version of the FY 86 
budget already contains this $300.0 special fund. The House budget does 
not.

System Modification Expenses:

The Department's data system is presently capable of processing pharmacy 
billings using federal Medicaid pricing rules. If the provisions of Section 5 
were to be adopted, the department's data system would require 
modification to compute the state only payments required in 
addition to the Medicaid payments. This is a one-time system 
change. This price, $25,000, is a "best guess" pending detailed 
analysis of the actual effort required to effect this change.
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Ori gi na l sponsor: Rules/Governor

IH T H E  H O US E BY T G E  FINANCE C O M M I TT EE

CS F O R  H O US E BIEL HO* 209 (Finance)

IN TilS LEGISLATURE O F  THE S TA TE  O F  A L A S K A  

FO UR TE EN TH  LEGISLATURE - FIRST S E S S IO N

A  BI LL

For an A c t  entitled: " A n  A c t  r elating to subs ti tu ti o n of generic drugs by

pharmacists: adding pharma ce ut ic al s  to the M e d ic a id  

p r o g r a m  and providing Cor an effective date,"

BE IT ENACTED B Y  THE LEGISLATURE O F  T H E  S TA T E O F  ALASKA:

* Sect io n 1. A S  08.30.295(a) is amended to read:

(a) Unless the prescrlber expressi? states chat a pres c ri pt io n 

is to be dis pe n se d only as writ te n [EXCEPT A S  LIMITED 3Y (b) A N D  (c) 

OF T HI S  SECTION, W I T H  T H E  CONSE NT  O F  T H E  P U R C H A S E R ] , the pharmacist 

may substitute a drug product wi th  the same gene ri c name in the aama 

strength, quantity, dose and dosage Corm as the prescription, prov id e d 

the substitute d r u g [PRESCRIBED DRUG WHICH] is, in the p h a r m c i s t  * a 

p rofessional opinion, therapeutically equivalent and meets the s t a n­

dards of (£> of this section. The [UPON SU BS TITUTION THE] p ha rm ac io t 

shall no tify the p ur ch a se r [AND T UE PERSON W H O  P RESCRIBED T H E  DRUG] of 

the su bstitution^ and shall record o n the prescription and k e e p  a 

record of the name and manufacturer of the drug substituted.

* Sec. 2. A S  08.80.295 ia amend ed  by addi ng  n e w  subsections to read:

(i) A  pharmacist w ho substitutes a drug in compliance w i t h  thia 

s ection incurs no greater liability in fill in g  the pr es cription by 

dispensing the equivalent drug product th3U  w o u l d  be incurred in 

filling the pres c ri pt io n b y  diapeusing the p r e s c r i b e d  b r a n d  uame drug.

(j) Every pharmacy shall poat a sign in a location easily seen 

by patrons at the counter where pr escriptions arc di sp ensed stating

that "Under A l a s k a  law a therapeutically equivalent but less expensive

1 - CSHB 2 0 9 (Fin)
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drug nay, in socks cases, b e  substituted tor the drug prescri be d b y 

y o u r  doctor. P lease consult yo u r pharmacist or physician." The 

printing on the sign 3h.all b e  in b l o c k  letters not less than one inch 

in height.

* Sec. 3. AS A 7.07.030 is a m e n de d to read:

Sec. 47.07.030. M E D I C A L  SERVICES T O  B E  PROVIDED. Medi ca l  s er­

vices to b e  offer ed  to eligible parsons include inpatient hospital, 

outpatient hospital, rural h e a l t h  clinic, outpatient surgical care

centers, laboratory and X-ray, retractions and eye examinations b y  

op hthalmologists or optometrists, eyeglasses p re sc ri b ed  b y  a physician 

skilled in diseases of the eye or by an optometrist, inpatient p s y c h i­

atric hospital for persons age 65 or older and persons under age 2J, 

skilled and intermediate nursing hone, physician, nurse midwife, hosae 

h e al th  care services, early periodic screening diagnosis and treatment 

of persons u nder 21 years of age, clinic services, treatment of

speech, hearing a n d  language disorders, physical therapy, o cc u pational 

therapy, p rosthetic devices and medical supplies, long-term care 

noni n st it ut io na l  services, p r e scribed drugs, and reasonable tr anspor­

tation to and iron the point of m e di ca l care. Additio na l  services m a y  

net be provided unless approved by the legislature.

*  Sec. 4. AS 47.07.035 ia a m e nd ed  to read:

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

fiscal y e a r  is inadequate to finance the total medic al  a ss is ta n ce  

p r o g r a m  u nd er  thi3 chapter, the department shall, to the extent that 

federal law a n d  funding permits, pro vi de  m e di ca l  assistance in the 

following order:

(1) aged, blind, or disabled persons who

(A) do not receive supplemental security income u nd er

42 U.S.C. 1331 - 1383c (Title XVI, Social Se curity Act) because 

CSHB 1 0 9 (Fin) -2-
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they do not m o o t  income and resources requirements; and

(3) ure eligible to receive an optional state s u p p l e­

men t a r y  payment;

(2) persons in a medical or intermediate care facility

(A) w h o s e  income w h i l e  in the facility does not exceed 

300 percent of the supplemental se curity income b e n e f it  rate 

u n d e r  1*2 U.S.C. 1381 - 1333c (Title XVI, Social Security Act); 

and

(3) w h o  w o u l d  n ot b e  e l igible for an op tional state 

supplementary payment if they left the facility;

(3) persona under 21 years of age

(A) w ho are u nd er  the superv is i on  of the department;

(3) whose m a in te na n ce  ia paid in w ho le  or in part fr om  

public funds; and

(C) wh o  are in foster homes or private chiid-care 

institutions;

(4) parsons under 21 years of ag e w ho

(A) receive treatment in a psychiatric hospital; and

(B) are financially elig i bl e as de te rm i n e d  by the 

standards of 42 U.S.C. 601 - 615 (Title IV-A, Social Security 

Act, A i d  to Fa milies w i t h  D e pe ndent Children);

(5) persona under 21 years of age uuo are

(A) ia an institution designated by the department as 

an intermediate care fnciLity for the men t al ly  retarded; a nd

(D) financially eligible as determined by the s t a n­

dards of the federal aid  to families w i t h  dependent c hildren 

program;

(6) w o m e n  who  are pregnant;

(7) persons under 21 years of age w h o  do not qual i fy  for

-3- CSHB 2 0 3 (Fin)
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V

benefits u n d e r  the federal aid to families w i t h  dependent children 

p r o g r a m  becau se  they are not dependent childrenj

(3) intermediate nurs in g h o m e  services;

(9> prescribed d r u g s ;

( 1 0 ) eye examinations b y  a n  o p ht ha lm ol o gi st  or optometrist; 

or eyeglasses pr e sc r i b e d  b y  a p h y s i ci an  skilled in the diseases of the 

eye or by an opteraetrisc;

( 1 1 ) [ ( 10)3 treatment of speech, hearing, or language d i s o r­

ders; ;

(12) [ ( H ) ]  physical or o cc up ational therapy;

(13) [(12)1 carc at an intermediate care facility for the

m e n t a l l y  retarded;

(14) [(13)} care at a n  inpatient psychiatric facility;

(15) [(14)j community m e ut al  h ealth clinic services;

(16) ({15)1 surgical care center services;

( »7) [(16)3 nurse m i dw if e services;

(13) [(17)1 medical supplies and equipment;

0 9 )  [(IS)3 long-term care noniustit ut io na i services.

* Sec. 5. AS 47.07 is emended by adding u  new section to read:

Sec. 47.07.200. PAYHEiiT F O R  PR E SC R I B E D  DRUGS. Pay me nt  to a 

p harmacist for  that portion of pr es cr ib e d drug expenses reimbursable 

under M e d i c a i d  shall be made ia accordance w i t h  42 C.F.R. 447.331,

447.332, 447.333, und 447.334. If p er m i t t e d  u nd er  federal law,

( 1 ) the paym en t to a pharmacist for prescribed drugs shall 

b e  mad e in accordance w i t h  a formula based on the usual and customary 

charges for those drugs; and

(2) an amount equal to the usual and c us tomary charges for 

the drugs ainua the portion of the drug expenses reimbursable under 

M e d i c a i d  3hall be paid fro m state general relief medical funds.

CSHB 209{F.in) , -4-



Sec. 6. A S  4 7. 07,900 is a m e n de d by adding a n e w  pa ra gr a ph  to read:

(7) "prescribed drugs" has the m e a n i n g  given in. 42 C F R

440.120.

Sec. 7. A S  47.07.030 is amen de d  to read:

Sec. 47.07.030. M E D I C A L  SERVICES T O  BE PROVIDED. H e d i c a l  s e r­

vice s  Co be offered to eligible persons include inpatient hospital, 

o u tp at ie nt  hospital, rural h e a l t h  clinic, outpa ti en t surgical care

centers, l aboratory and X-ray, refractions and eye examinations by 

o ph thalmologists or optometrists, e yeglasses prescr ib ed  ay a ph ys ic i an  

s killed i n  diseases of the eya or b y  an optometrist, inpatient p s y c h i­

atric hospital for persons age 65 or older a nd persons u n d e r  age 21, 

ski ll ed  a n d  intermediate nursing home, physician, nurse midwife, home 

h e al th  care services, early periodic sc re en i ng  diagnosis an d treatment 

of persons u n d e r  21 years of age, clinic services, treatment of 

speech, h e a r i n g  a n d  language disorders, physical therapy, occupational 

therapy, prosthetic devices and m e d ic a l supplies, long-term care

noniustitutior.ai services, [PRESCRIBED DRUGS,] a nd reasonable trans­

portation co a n d  from the p o i n t  of m e d i c a l  care. A dd it i on al  services 

m a y  not b e  provided unless approved by the legislature.

Sec. 3. A S  G o . 30.255(b), (e), a n d  (i) arc repealed.

Sec. 9. A S  47.07.035(9), 47.37.200, and 47.07.900(7) are repealed. 

Sec. 10. Sections I - & anc 3 of this A c t  take effect Octob er  1, 1935. 

Sec. 11. Sections 7 and 9 of this A c t  take effe ct  J u l y  1, 1937.

-5- CSHB 2 0 9 (Fin)
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ANALYSIS

“An Act relating to pharmaceutical nodical assistance for needy persons11

FY86 Governor Request

GF TOTAL

General Relief Medical 10,769.1 10,769.1
Remove Pharmacy C M O O . O ]  [1»000«0]
GRM Balance 9,669.1 9,669.1

FED GFM I.A. TOTAL

Medicaid 32,909.5 33,696.5 633.3 67,239.3
Add Pharmacy 1,150.0 1,100.0 -0- 2,250.0
Medicaid Balance 34,059.5 34,496.5 633.3 69,489.3

With a move of prescription drugs from General Relief Medical Component to 
Medicaid Component, Medicaid funds would become available at a 50/50 
ratio. However, attendant to the federal funds would come mandatory 
federal regulations defining which pharmaceuticals are allowable and the 
prices to be paid for each.

6% is assumed as annual inflation for prescription drugs.

This fiscal note replaces the fiscal note dated 2/13/85 which shows overall 
program savings. This fiscal note reflects budget changes needed to the 
Governor's proposed FY86 budget and does not show the $1,400.0 state G.F. 
savings already incorporated into the Governor's G.R. Medical budget.
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CSHB 209

"An Act relating to substitution of generic drugs by pharmacists; adding 
pharmaceuticals to the Medicaid program; and providing for an effective 
date."

I. Purpose of CSHB 209;

CSHB 209 has two purposes. First, it facilitates the substitution of 
lower cost generic drugs for prescribed name brand drugs. Secondly, it 
allows the Department of Health & Social Services to increase federal 
revenue by funding prescribed drugs for Medicaid recipients under the 
Medicaid Program rather than under the 100% state general funded General 
Relief Medical Program (GRM).

II. Sectional Analysis:

Section 1 permits the pharmacist to substitute an equally effective generic 
drug for a prescribed name brand drug and sets out the procedures to be 
followed by the pharmacist when substitutions are or are not made.

Section 2 establishes that the pharmacist will incur no greater liability 
by substituting an equivalent drug product and specifies^the method of 
advertising to the public that such a substitution may be made.

Section 3 references sections 1 and 2.

Section 4 establishes prescribed drugs as a Medicaid service which allows 
the Department to claim 50 percent federal Medicaid funding. This alone 
will result in a $1.4 million savings of state general funds each year.

Section 5 adds prescribed drugs to AS 47.07.035 and provides the Department 
with legislative direction on the priority of prescribed drugs in the event 
of a funding shortfall.

Section 6 requires adoption of federal Medicaid procedures for purchasing 
prescribed drugs. An additional savings of $250,000 will be realized 
annually through the adoption of federal Medicaid rules for purchasing 
prescribed drugs.

Section 7 gives "prescribed drugs" the same meaning as in federal Medicaid 
regulations.

All states except Alaska have imposed limits on pharmaceutical reimburse­
ment and have chosen to fund prescription drugs through the state adminis­
tered federal Medicaid Program. There is no indication that this has in 
any way harmed medical assistance 'ecipients or resulted in withdrawal of 
pharmacies from participation as .ical assistance providers.
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III. Recommendation:

The Department regards CSHB 209 as exceptionally beneficial to the major­
ity of Alaskans. The increased substitution of lower cost generic drugs 
can make a significant financial difference to individuals who must pur­
chase prescriptions within fixed budgets as well as to state administered 
assistance programs which pay thousands of pharmacy claims. The increase 
in the substitution of generic drugs also fits in with the shift to using 
Medicaid guidelines for reimbursement of prescriptions for low-income 
individuals.

The Department strongly recommends passage of CSHB 209 so that the state 
may begin to receive 50 percent federal financial participation for pres­
cribed drugs through the Medicaid Program. The Governor's FY86 budget 
request assumes passage of CSHB 209 to the extent that the $1.4 million 
state fund savings are already reflected in the FY86 Medical Assistance 
BRU, General Relief Medical component. The enclosed fiscal note would 
transfer remaining state funds for drugs to Medicaid and combine them with 
available federal funds. *

~ S / (
Recommended By: ---

Rod Bet/t, director
'■

Division of Medical Assistance

Date: /U #>t /,

Approved By
Jami R. Pugh, Corarfnssi 
Department of Health a 
Social Services

ssioner 
and

Date:



Alaska i>tate legislature
3Houhc of iRcpraentattuejs

C O M M IT T E E  O N H EA LTH . E D U C A T IO N  
A N D  SO C IA L S E R V IC E S

POUCHV  
JUNEAU. AK 99811 

465-3759

MEMORANDUM

TO: MAX
FROM: NANCY
RE: SIGNS FOR GENERIC DRUGS
DATE: MARCH 18, 1985

THE FOLLOWING INFORMATION ABOUT THE HISTROY OF THE LANGUAGE RELATING 
TO SIGNS IN PHARMACIES CONCERNING GENERIC DRUGS, WAS RECEIVED FROM 
KEITH LEVY, LaA LEGAL, ON FRIDAY:

IN 1976, THERE WAS LEGISLATION RELATING TO GENERICS. IN THE HOUSE 
VERSION OF THE BILL WAS A PROVISION REQUIRING SIGNS TO BE POSTED IN A 
LOCATION EASILY VISIBLE TO PATRONS, WITH LETTERS A MINIMUM OF ONE 
INCH HIGH, STATING THAT THERAPEUTIC EQUIVALENT DRUGS ARE AVAILABLE IN 
SOME INSTANCES UNDER ALASKA LAW.

THE SENATE REMOVED THE LANGUAGE FROM THE BILL, BUT IT WAS RETURNED 
FOR A TWO YEAR PERIOD IN THE COMPROMISE VERSION OF THE LEGISLATION.

THE ONLY INFORMATION KEITH FOUND ABOUT PRO’S AND CON’S OF THE DEBATE 
WAS TESTIMONY BY RON SEDGEWICK, OF RON’S APOTHECARY, THAT IT OFFENDS 
PROFESSIONAL STANDARDS TO HAVE SUCH A SIGN IN THE WINDOW. AKPIRG 
SUPPORTED THE HOUSE VERSION OF THE BILL AND LOBBIED FOR THE SENATE TO 
RETAIN THE PROVISION.

OFFIC IAL BUS IN ESS
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Cutting the cost of prescription drugs is impor­
tant to Mary J. Newcomb, a Juneau senior.

N e w c o m b  routinely takes prescription medica­
tion for diabetes, high blood pressure and arthritic 
pain. Her monthly drug bill added up to $72.

T w o  of the three medications N e w c o m b  takes 
are available generically at a Juneau pharmacy. 
(The generic name refers to the drug's chemical 
make up while the brand name is chosen by the 
manufacturer.)

By taking these two generic prescription drugs, 
N e w c o m b  monthly prescription drug costs would 
drop to $52.

N e w c o m b  (not her real name) now orders all 
three medications in a generic form from the 
American Association of Retired Persons' pharma­
cy in Portland, Oregon.

Her monthly prescription drug bill is n o w  $25, a 

savings of 65 percent.

Buying generic prescription drugs can save sen­
iors money. Savings of up to half are c o m m o n  
when generics are purchased.

William Larson, a member of the Alaska State 
Board of Pharmacy and pharmacy director for 
Carrs Quality Centers, said the main reason sen­
iors should consider using generics is because of 
the cost savings.

"Anyone on a fixed income would benefit."
Customers at Carrs, an Anchorage area food and 

drug store chain, are encouraged to purchase gener­
ic prescription drugs, Larson said.

While the cost savings available when generics 
are purchased have been established, some seniors 
are reluctant to use them.

They sometimes think generics aren't as good as 
brand name prescription drugs.

The Food and Drug Administration's position 
on generics, however, is that they are equivalent 
to brand name drugs.

" F D A  believes that the prescribing of generic 
drugs can offer consumers an opportunity to cut 
the costs of their health care while assuring that

•. ’. ;■* 
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Continued on page i2
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Buying generic drugs can save seniors money
Continued from page I I  _  T. m, c „    „ _ .
the products they use meet the same 
FDA standards as brand name drugs 
for safety, strength, purity and effec­
tiveness," the agency reported in the 
June 1979 issueof FDA  Consumer.

"Consumers have been misled and 
are paying a lot more to the well es­
tablished firms for prescription drugs 
when emeries could be used," said 
Edward Nida, spokesperson for FDA, 
in a telephone interview from his 
Rockville, Maryland office.

"There are not two classes of medi­
cines on the market. There is only one 
class and it is safe and effective."

FD A  encourages consumers to talk 
to their docto.s and pharmacists 
about obtaining generic drugs.

If a generic is therapeutically equiv­
alent (has the same effect in control­
ling or curing a condition), it can be 
prescribed instead of a brand name 
drug.

Dr. Thomas P. Senter, president o f 
the Anchorage Medical Society, said 
his organization's position on generic 
prescription drugs is the same as the 
American Medical Association's.

"Fo r some people, generic drug use 
is fine; for others it's not. It's left 
to the discretion of the individual 
doctor."

Dr. LouAnn Feldman, a physician 
for the Anchorage Neighborhood 
Health Center, said she prescribes 
generics if they contain the same basic 
ingredients and if they are absorbed 
as rapidly as the brand name product.

"Most generics are O K," Feldman 
said.

Larson agrees. Generics must pass 
"pretty strict criteria (under state law) 
to be allowed in Alaska," Larson said.

However, Jacki Warren, president 
of the Alaska Pharmaceutical Asso­

ciation and a pharmacist for Provi­
dence Hospital, has reservations about 
generics.

Seniors should use caution when 
making decisions about generics and 
rely on the advice o f their health care 
professionals, usually physicians and 
pharmacists, she said.

Warren thinks genencs sold by large 
companies like Lederle Laboratories, 
Parke-Davis and E.R. Squibb, com­
panies that have developed brand 
nam  drugs, are better quality than 
generics sold by generic houses.

But FDA's Nida doesn't agree. 
"Generics are frequently not made by 
the large pharmaceutical firm whose 
name is on it."

"Some of the little firms make, 
drugs for the big ones and vice versa," 
Nida said. "The products come from 
the same production lines."

Savings for consumers on generics

from brand name houses are not 
usually as great as from companies 
specializing in generics.

While the pros and cons of using 
generics are still being debated, more 
peopie are buying generics prescription 
drugs eacn year. iSee article Paae 

12 )

The American Association of Re­
tired Persons (AARP) encourages its 
members to buy generics.

The organization has 10 pharma­
cies throughout the U.S. and Alaska 
members can order prescriptions from 
A A R P ’s Oregon Retired Persons Phar­
macy, P.O. Box 2755, Portland, OR 
97208.

Consumers can save money by 
asking for generic prescription drugs 
and comparing prices available from 
mail order firms, chain drug stores and 
neighborhood pharmacies.

W m m
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How to save j
on drugs •

• Check with your f 
! pharmacist to see if any_-j 
>of the medications y°u |f
are now taking are avail- 
able generically.

• Ask your physician || 
to prescribe generic drugs; 

when possible.
• Compare prices; 

when buying prescription: 
drugs and over-the-coun-l 
ter diugs.
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in U.S.
patent time remaining after FD A  
approval plus the extension may 
not be more than 14 years.

In congressional testimony, the 
American Association o f Retired 
Persons (AARP) questioned the ad- 
visibility o f extending patents.

'Though A A R P  is of the opinion 
that extension of brand name 
drugs' patent terms is unnecessary 
and undesirable, we realize that 
compromise is necessary in order 
to achieve a broad base o f support 
essential for passage of this legis­
lation," A A R P  officials said.

Just how big the growth of 
generics will be by the end of the 
decade is not known, but one thing 
is certain.

It's worthwhile for seniors to 
check to see if they can save mon­
ey by using generic prescription 
drugs. (See main story page 1.)

patents
Patent expires 1985 
Brand name generic

Valium 
Motrin 
Triavil

Ludiomil

Diazepam 
Ibuprofen 
Amitriptyline HCI 
perphenazine 
. Maprotiline HCI I

*

Frequently prescribed generics
Generic name Type of drug Brand name

Acetaminophen Analgesic Tylenol

w/Codeine r w/Codeine

Amitriptyline • Antidepressant Elavil .* '-;

Amoxicillin Antibiotic Lanotid, ’ 
Amoxil __

Ampicillin Antibiotic Principen

Aspirin _ Analgesic Empirin
w/Codeine w/Codeine'

Chlordiazepo'ide Tranquilizer Librium

Chlorpromazine Psychogenic T h o r a z i n e >

Chlorthalidone Antihypertensive Hygroton

Diphenozylate Antidiarrheal Lomotil
. " -w/Atropine . *

Dipyridamole Vasodilator Persantine '

Erythromycin Antibiotic
a/

Ery throe in

Conjugated Estrogens Estrogen ’ *  ■ 'Premarin

Folic Acid Hematinic ' • j V.
-.1

'i— *7?.; f.
vfV'f.ijV-i

Furosemide Cardiovascular Lasix ;‘v ; . '

Hydralazine • • - • Hypertensive Apresoline

Hydrodiurii.Hydrochlorothiazide Diuretic

Imipramine Antidepressant Tofranil >i

Isosorbide Dinitrate Cardiovascular ,sordil . 3 . ^
Meprobamate . .. .. Tranquilizer Equanil,

Miltown

Metronidazole Antibacterial,
Antiprotozoal

Flagyl

- •
Nitro-BidNitroglycerin Cardiovascular'

Papaverine Muscle Relaxant Payabid

Paregoric •.. Antidiarrheal

Penicillin G Antibiotic Pentids ' l - M
**.• ’

Penicillin V K Antibiotic Pen-Vee K, 
V-Cillin K

Phenobarbital Sedative Luminal -i'

Phenytoin Sodium " Antiepileptic Dilantin . •’

Potassium Chloride Supplement

Prednisone Steroid Meticortelone

Promethazine Decongestant Phenergan _ ; '

Propoxyphene
Compound-65

Analgesic Darvon
Ccmpound-65

Quinidine Sulfate Cardiovascular

Spironolactone Diuretic Aldactone

Spironolactone w/ 
Hydrochlorothiazide

Diuretic Aldactazide

Sulfisoxazole Urogenital

antiseptic
Gantrisin

Tetracycline Antibiotic Achromycin V, 
Sumycin ' •

Thioridazine Antipsychotic Mellaril

Tolbutamide Antidiabetic Orinase

Trimethoprim w/ 

Sulfermethoxizol
Antibiotic Bactrim,

Septra ' 1

Trifluoperazine

- Art*f%rmf4 f r o m  O,

Antipsychotic Stelazine
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It’s a new era for generic drugs in U.S.
It's a new era for generic pre­

scription drugs in the U.S.

With a new federal law cutting 
approval time for generics and 
many brand name drugs losing their 
patent protection, an avalanche of 
generics is expected to flood the 
market, according to drug company 
analysts.

The use of generic prescription 
drugs has grown substantially since 
the early 1960s.

Generics accounted for 21 per­
cent o f all the dispensed prescrip­
tions at the retail level in 1984 -  
418 m illion out o f 1.99 billion, ac­
cording to the January 14 issue of 
Chain Drug Review.

While about half of the top 200 
prescription drugs dispensed in 
the U.S. are available genorically 
now, the number of generics on the 
market is expected to increase

dramatically in the next few years.
A  new law passed last year has 

streamlined the Food and Drug 
Administration application process 
for the marketing of generics. #

Now, to get generic drugs ap­
proved, firms w ill have only to 
show FD A  that a product is equiva­
lent to an already approved drug in 
ingredients, routes of administration 
and therapeutic effect, Nida said. 
The costly testing that was needed 
for approval o f the original drug 
w ill not have to be duplicated.

This simplified application pro­
cedure plus the fact that a number 
o f major prescription drugs are 
coming off patent protection, 
makes it likely that hundreds of 
new generics w ill flood the market 
in the next few years.

Over the next two years, patents 
on some of the nation's largest- 
selling drugs, like IViotrin r.nd

Valium, are expiring. By 1990, 
most all o f the 50 top-selling brand 
name drugs will lose their patents.

When a drug's patent protection 
has ended, other companies can 
then manufacture it.

Patent protection usually lasts 
17 years, but the new law that 
simplified the FD A  generic drug 
application process also gave manu­
facturers o f brand name drugs more 
patent protection for new drugs 
they develop.

Drug companies apply for patents 
as soon as they have a drug with 
some medical effect in test animals 
and in humans, Nida said. Later, 
they apply for FD A  approval to 
sell the dug and that review pro­
cess could take two years ormore.

The new drug law passed last 
year allows the patent time to be 
extended up to five years. But the

patent time remaining after FDA 
approval plus the extension may 
not be more than 14 years.

In congressional testimony, the 
American Association of Retired 
Persons (AARP) questioned the ad- 
visibility o f extending patents.

'Though A AR P is of the opinion 
that extension of brand name 
drugs' patent terms is unnecessary 
and undesirable, we realize that 
compromise is necessary in order 
to achieve a broad base of support 
essential for passage of this legis- . 
lation," A A R P  officials said.

Just how big the growth of 
generics will be by the end of the 
decade is not known, but one thing 
is certain.

It's worthwhile for seniors to 
check to see if they can save mon­
ey by using generic prescription 
drugs. (See main story page 1.)

Expirations due for brand name patents
Patent expired 1S84 

Brand name generic

Patent expires 1985 

Brand name generic

Inderal

Aldomet
Diabinese

Ativan
Daimane
Navane

Propranolol H C L  
Methyldopa 
Chlorpropamide 
Methyldopa w/ 
Hydrochlorothiazide 

Lorazepam 
Flurazepam HCI 
Thiothixene

Brand name generic

Meclomen Meclofenamate sodium
Serax Oxazepam
Depakene Valproic acid

Tinactin (not available)
Restoril Temazepam
Zaroxolyn Metolazone
Dymelor Acetohexamide
Menace Meqestrol acetate

i

Valium 
Motrin - 
Triavil

Ludiomil
Desyrel
Intal
Nubain
Yutopar

Diazepam 
Ibuprofen 
Amitriptyline HCI 
perphenazine 
. Maprotiline HCI 

Trazodone HCI .. 
Cromolyn sodium 
Nalbuphine HCI '

F-urosumuJu
Hydralazine
Hydrochlorothiazide

Imipramine

Isosorbide Dinitrate

Meprobamate

Metronidazole

Nitroglycerin 

Papaverine 

Paregoric 

Penicillin G 

Penicillin V K

Phenobarbital

Phenytoin Sodium

Potassium Chloride

Prednisone

Promethazine

Propoxyphene
Compound-65

Quinidine Sulfate

Spironolactone

Spironolactone w/ 
Hydrochlorothiazidt

Sulfisoxazole

Tetracycline

Thioridazine

Tolbutamide

Trimethoprim w/ 
Sulfermethoxizol 

Trifluoperazine

Adapted from Chain Drui
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TO:: H O U S E  F I N A N C E  C O M M I T T E E

F R O M 8 R O N  SEDGWICK., P H A R M A C I S T  J U N E A U ,  AK. 7 8 9 - 0 4 5 8  

REs H D  2 0 9  P H A R M A C E U T I C A L  M E D I C A L  A S S I S T A N C E

IN H E A L I N G  W I T H  T H I S  P R O P O S E D  L E G I S L A T I O N  WE M U S T  S P L I T  IT 

I N T O  T W O  P A R T S  TO P R E V E N T  C O N F U S I N G  T H E  I S S U E S .  F I R S T  A R E  
T H E  A S P E C T S  C O N C E R N I N G  I N C L U D I N G  P H A R M A C E U T I C A L S  U N D E R  T H E  

F E D E R A L  M E D I C A I D  P R O G R A M  R A T H E R  T H A N  P R O V I D I N G  T H E M  T H R O U G H  
A S T A T E  C O N T R O L L E D  P R O G R A M .  S E C O N D L Y  THE B I L L  W A S  A M M E N D E D  
IN T H E  H E S S  C O M M I T T E E  T O  I N C L U D E  S O M E  C H A N G E S  IN T H E  
S U B S T I T U T I O N  P R O V I S I O N S  OF T H E  P H A R M A C Y  S T A T U T E S .  S I N C E  T H E  
S U B S T I T U T I O N  P R O V I S I O N S  A R E  B A S I C A L L Y  N O T  C O N T R A V E R S I A L  A N D  
W O U L D  P R O B A B L Y  BE S U P P O R T E D  BY T H E  M E D I C A L  C O M M U N I T Y  W I T H  
M I N O R  C H A N G E S ,  I W I L L  F I R S T  A D D R E S S  T H E  P R O B L E M S  W E  S E E  IN 
T H E  P R O P O S E D  P H A R M A C Y  M E D I C A I D  P R O G R A M .

O V E R  T H E  P A S T  10 TO 15 Y E A R S ,  M O N T H  A F T E R  M O N T H  WE H A V E  B E E N  
R E A D I N G  IN O U R  J O U R N A L S  T H E  H O R R O R  S T O R I E S  OF P H A R M A C Y  
M E D I C A I D  P R O G R A M S  IN T H E  O T H E R  S T A T E S  AS T H E  P R E S S U R E  OF 

F E D E R A L  O V E R  R E G U L A T I O N  HAS C R E A T E D  P R O B L E M  A F T E R  P R O B L E M .
W E  H A V E  S E E N *  P H A R M A C Y  P R O G R A M S  O P E R A T E D  U N D E R  F E D E R A L  
R E G U L A T I O N S  M A N D A T I N G  R E S T R I C T I N G  D R U G  S E L E C T I O N  B A S E D  O N L Y  
O N  P R I C E ,  ( M A C  OR M A X I M U M  A L L O W A B L E  C O S T )  R E G U L A T I O N S ,
S T A T E S  S E T T I N G  R E I M B U R S E M E N T  B A S E D  ON D R U G  A Q U I S I T I O N  C O S T S  
W H I C H  ALL P H A R M A C I E S  A R E  U N A B L E  T O  O B T A I N ,  R E I M B U R S E M E N T  
P R O G R A M S  T H A T  D O  N O T  T A K E  I N T O  C O N S I D E R A T I O N  T H E  R E A L I T I E S  
O F  F A I R  R E I M B U R S E M E N T  B U T  A R E  B A S E D  U P O N  M E T H O D S  T H A T  E A S E  
T H E  C L A I M S  P A Y M E N T  P R O C E S S  A N D  " S A V E  M O N E Y "  BY C U T T I N G  T H E  

R E I M B U R S E M E N T  F O R M U L A S  A G A I N  AND A G A I N  U N T I L  F I N A L L Y  
P R O V I D E R S  C A N  N O  L O N G E R  P A R T I C I P A T E .  T H E  P R E S S U R E  IS 
C O N S T A N T L Y  P U T  O N  T H E  S T A T E S  BY T H E  F E D E R A L  H E A L T H  C A R E  
F I N A N C I N G  C O M M I T T E E  TO C U T  COST, C U T  C O S T S .  CUT C O S T S  U N T I L  
E V E N  IN T H O S E  S T A T E S  W H I C H  S T A R T E D  W I T H  S E E M I N G L Y  W O R K A B L E  
P R O G R A M S  T H E  P R O V I D E R S  A R E  F I N D I N G  T H E M S E L V E S  U N A B L E  TO 

C O N T I N U E  P A R T I C I P A T I O N ,  O R  E V E N  G O  O U T  OF B U S I N E S S  

C O M P L E T E L Y  IN T H O S E  A R E A S  W H E R E  M E D I C A I D  P R E S C R I P T I O N S  
A C C O U N T  F O R  A M A J O R I T Y  OF T H E I R  P R A C T I C E .  R I G H T  AT T H I S  

T I M E  T H E R E  IS AN E X T R E M E  A M O U N T  O F  P R E S S U R E  B E I N G  P L A C E D  
U P O N  T H E  S T A T E S  IN R E G I O N  VI ( T E X A S  E T C . )  B Y  T H E  F E D E R A L  
R E G U L A T O R S  TO C U T  E V E N  D E E P E R  IN T O  T H E I R  R E I M B U R S E M E N T  

S C H E D U L E S  BY U S I N G  P R I C E S  12 TO 1 5 %  B E L O W  W H A T  
P H A R M A C E U T I C A L S  A R E  C U R R E N T L Y  A V A I L A B L E  F O R  AT W H O L E S A L E  AS 
T H E  S E T  I N G R E D I E N T  C O S T  P O R T I O N S  O F  T H E I R  R E I M B U R S E M E N T  

F O R M U L A S .  P L E A S E  N O T E  T H A T  I S A I D  T H E  P R E S S U R E  C O M E S  F R O M  
T H E  F E D E R A L  A G E N C Y  T O  M A K E  T H E  CUTS. R E G A R D L E S S  OF T H E  B E S T  
O F  I N T E N T  O F  T H E  S T A T E  A D M I N I S T R A T O R S .

IN A L A S K A ' S  C U R R E N T  G E N E R A L  R E L I E F  M E D I C A L  P R O G R A M  W H I C H  
P R O V I D E S  P H A R M A C Y  S E R V I C E S  TO M E D I C A I D  R E C I P I E N T S  WE H A V E



B E E N  F O R T U N A T E  TO H A V E  B E E N  A B L E  TO W O R K  C L O S E L Y  W I T H  T H E  
S T A T E  P R O G R A M  A D M I N I S T R A T O R S  IN A C C O M P L I S H I N G  AN E A S I L Y  
A D M I N I S T E R E D .  F A I R L Y  C O M P E N S A T E D  PROGRAM.. F R E E  F R O M  T H E  
A D D E D  L A Y E R S  O F  F E D E R A L  BUREAUCRACY,. T H E  R E C I P I E N T S  R E C E I V E  

T H E  M A X I M U M  B E N E F I T S  F O R  T H E  D O L L A R S  S P E N T  AND THE M E D I C A L  

C O M M U N I T Y  F I N D S  T H E  P R O G R A M  F A I R  A N D  E A S Y  TO W O R K  U N D E R  - A 
F E W  Y E A R S  AGO. W H I L E  W O R K I N G  AS A C O N S U L T A N T  TO A L A S K A ' S  
M E D I C A I D  PROGRAM,. I C O M P A R E D  T H E  C O S T S  P E R  Y E A R  P E R  
M E D I C A I D  P A T I E N T  IN A L A S K A  F O R  P R E S C R I P T I O N  D R U C S  TO S I M I L A R  
C O S T S  IN O T H E R  S T A T E S  A N D  W E  F O U N D  T H A T  W I T H  T H E  
U N R E S T R I C T E D  P R O G R A M  O U R  PER--PAT I E N T  P R E S C R I P T I O N  C O S T S  W E R E  
S I G N I F I C A N T L Y  L O W E R  T H A N  T H O S E  S T A T E S  W I T H  H I G H L Y  R E S T R I C T E D  
P R O G R A M S .  D U R I N G  T H I S  P E R I O D  W E  A L S O  HAD NO P R O B L E M  IN 
I N S U R I N G  T H A T  T H E  S T A T E  W A S  P A Y I N G  N O  M O R E  T H A N  T H E  " U S U A L  
A N D  C U S T O M A R Y  C H A R G E S "  B I L L E D  BY T H E  R g T t V Jjgfr^ B Y  U S I N G  
S I M P L E  A N D  S T R A I G H T  F O R W A R D  A U D I T  P R O C E D U R E S .  T H E R E  D O E S  

N O T  S E E M  T O  BE M U C H  I N C E N T I V E  TO O V E R C H A R G E  W H E N  T H E  

P R O V I D E R S  A R E  T R E A T E D  F A I R L Y  AND R E I M B U R S E D  F A I R L Y .  S O M E  
W O U L D  H A V E  Y O U  T H I N K  T H A T  T H E  S T A T E  H A S  A B S O L U T E L Y  MO 
C O N T R O L  O V E R  P H A R M A C Y  P R O V I D E R  P E E S  B I L L E D  IN T H E  E X I S T I N G  

P R O G R A M  B U T  T H I S  IS NOT A V A L I D  P O S I T I O N .

NOW, W H A T  IS T H E  A L T E R N A T I V E  TO T H E  E X I S T I N G  P R O G R A M ,  W H I C H  

B Y  T H E  WAY. A C C O U N T S  F O R  O N L Y  A V E R Y  S M A L L  P E R C E N T A G E  ^  2 
P E R C E N T  O F  T H E  T O T A L  M E D I C A I D  D O L L A R S .

T O  G A R N E R  T H O S E  M A G I C  " F E D E R A L  M A T C H I N G  F U N D S "  WE M U S T  F A C E  
T H E  F E D E R A L  M O N S T E R  WE H A V E  B E E N  H E A R I N G  A B O U T  FOR SO L O N G  
H E R E  J.N A L A S K A .  F R A N K L Y ,  A F T E R  IS Y E A R S  O F  H O R R O R  S T O R I E S  
W E  A R E  R E L U C T A N T  TO T R Y  TO T A M E  1 H A T  M O N S T E R  H E R E  T H A T  T H E  
O T H E R  S T A T E S  H A V E  B E E N  U N A B L E  TO D E A L  W I T H  S U C C E S S F U L L Y .
T H E  A D M I N I S T R A T I V E  C O S T S  OF T H E  L A Y E R S  OF F E D E R A L L Y  M A N D A T E D  
S T U D I E S .  P R I C E  S U R V E Y S .  M A I N T A I N I N G  A C U I S I T I O N  C O S T  
S C H E D U L E S  A N D  U P D A T I N G  T H E M  C O N S T A N T L Y .  A U D I T S ,  ETC. W I L L  
S U R E L Y  E A T  UP T H E  M A J O R I T Y  OF T H O S E  A V A I L A B L E  M A T C H I N G  
F U N D S .  C O M M O N  S E N S E  T E L L S  U S  T H A T  T H E  A D M I N I S T R A T I V E  C O S T S  
C O U L D  ADD U P  T O  A S I Z E A B L E  A M O U N T  O F  M O N E Y  T H A T  C O U L D  BE 

B E T T E R  U S E D  F O R  D I R E C T L Y  P R O V I D I N G  B E T T E R  S E R V I C E S  T O  T H E  
RECIPIENTS.; IN O T H E R  WORDS, IN C H A N G I N G  T H E  S Y S T E M  WE M I G H T  
J U S T  B E  T R A D I N G  D O L L A R S ,  P U T T I N G  M O R E  IN T O  A D M I N I S T R A T I V E  

A N D  B U R E A U C R A T I C  E X P E N S E  AND R E D U C I N G  S E R V I C E S  TO 
R E C I P I E N T S .  A N D  AS W E  H E A R D  IN T H E  H E A R I N G S  IN T H E  H E S S  
C O M M I T T E E  T H E  P R E S S U R E S  P L A C E D  U P O N  S O M E  O F  T H E  P R O V I D E R S  IN 

S M A L L  T O W N S  S U C H  A S  W R A N G E L L ,  V A L D E Z  A N D  S I T K A  C O U L D  R E S U L T  
IN NO P H A R M A C Y  P R O V I D E R S  AT A L L  IN T H O S E  C O M M U N I T I E S .

W E  A R E  N O T  A L O N E  IN C O M I N G  T O  T H E  C O N C L U S I O N  T H A T  A C C E P T I N G  

F E D E R A L  P A R T I C I P A T I O N  IS N O T  A G O O D  T H I N G .  T H E  L E G I S L A T U R E  
I N  T H E  S T A T E  OF W Y O M I N G  C A M E  TO T H I S  C O N C L U S I O N  IN C H O O S I N G  
N O T  T O  P A R T I C I P A T E  IN A F E D E R A L  M E D I C A I D  P H A R M A C Y  P R O G R A M .



A N O T H E R  T H I N G  WE H E A R D  IN T H E  H E S S  H E A R I N G  W A G  A L E T T E R  F R O M  
S E N A T O R  TED S T E V E N S  N O T I N G  T H A T  IN H I S  J U D G E M E N T  T H E  C H A N C E  

OF R E C E I V I N G  F E D E R A L  F U N D I N G  F O R  A N E W  P R O G R A M  IN A L A S K A  W A S  
P E R H A P S  Q U I T E  S L I M  U N D E R  T H E  P R E V A I L I N G  F E D E R A L  B U D G E T  
RESTRICTIONS- A L T H O U G H  WE H A V E  B E E N  T O L D  T H A T  T H I S  W O U L D  N O T  

P R E S E N T  A P R O B L E M  TO O U R  S T A T E  A D M I N I S T R A T O R S .  W H Y  
D I S M A N T L E  T H E  E X I S T I N G  G O O D  P R O G R A M  W H E N  T H I S  C H A N C E  E X I S T S  
A N D  N O T  R E C E I V I N G  THE M O N E Y  W O U L D  M E A N  C U T T I N G  O T H E R  

P R O G R A M S  T O  M A K E  UP T H E  S H O R T - F A L L  C R  S E V E R L Y  C U T T I N G  
P H A R M A C Y  S E R V I C E S  TO RECIPIENTS..

A N O T H E R  P O S S I B L E  P R O B L E M  T H A T  C O U L D  H A V E  M A J O R  I M P A C T  ON A 
M E D I C A I D  P H A R M A C Y  P R O G R A M  C O N C E R N S  T H E  C R O S S - O V E R  BY 
M E D I C A I D  E L I G I B L E  A L A S K A  N A T I V E S  N O W  S E R V E D  BY P U B L I C  HEALTH' 
S E R V I C E  P H A R M A C I E S  W I T H  T H E I R  N E E D S  B E I N G  P A I D  F O R  W I T H  
F E D E R A L  D O L L A R S  I N T O  T H E  P R I V A T E  S E C T O R  W H E R E  S T A T E  D O L L A R S  
W O U L D  T H E N  B E  SPENT,. T H E  I M P A C T  O F  T H I S  C R O S S O V E R  P O T E N T I A L  

W A S  P E R H A P S  T H E  M A J O R  R E A S O N  C I T E D  IN T H E  T O U C H E - R O S S  
M E D I C A I D  S T U D I E S  D O N E  W H E N  T H E  A L A S K A  M E D I C A I D  P R O G R A M  WAS 

B E I N G  P U T  T O G E T H E R  TO N O T  I N C L U D E  P H A R M A C Y  S E R V I C E S  U N D E R  
M E D I C A I D  AT T H A T  TIM E -  T H E  R A M I F I C A T I O N S  OF T H I S  C E R T A I N L Y  
N E E D  TO B E  T A K E N  IN T O  C O N S I D E R A T I O N  AT T H I S  T I M E  ALSO.

W E  H A D  H O P E D  T H A T  T H I S  H E A R I N G  C O U L D  H A V E  B E E N  

T E L E C O N F E R E N C E ! !  SO T H A T  Y O U  W O U L D  H A V E  H A D  T H E  O P P O R T U N T I Y  

TO H E A R  F R O M  T H E  P H A R M A C Y  P R O V I D E R S  J.N T H E  S M A L L  C O M M U N I T I E S  
A B O U T  I-IOW T H E Y  V I E W E D  T H E  I M P A C T  O F  T H I S  L E G I S L A T I O N .  WE 

A R E  C O N F I D E N T  T H A T  A L O N G  W I T H  W H A T  T H E  P H A R M A C Y  W I T T N E S S E S  
T O D A Y  A R E  S A Y I N G  T H A T  YOU W O U L D  C O M E  TO S I M I L A R  C O N C L U S I O N S  
T O  T H O S E  OF T H E  M E M B E R S  OF T H E  H E S S  C O M M I T T E E  W H E R E  O N L Y  O N E  
F A V O R A B L E  R E C O M M E N D A T I O N  W A S  G I V E N  T O  T H I S  B I L L  A N D  T H A T  WAS 
F R O M  T H E  A U T H O R  O F  T H E  S U B S T I T U T I O N  A M M E N D M E N T S .



C O N C L U S I O N

I F E E L  T H A T  T H E  P R E S E N T  P R O G R A M  IS W E L L  W O R T H  KEEPING::

I T  P R O V I D E S  T H E  M E D I C A I D  R E C I P I E N T  W I T H  AN U N - R E S T R I C T E D  
P R O G R A M  U N D E R  W H I C H  ANY N E E D E D  P R E S C R I P T I O N  IS

I T  A L L O W S  T H E  P H Y S I C I A N  TO C H O O S E  T H E  D R U G  T H E R A P Y  HE D E E M S  

N E C E S S A R Y  A N D  H E  IS NOT E N C U M B E R E D  B Y  R E S T R I C T I V E  

F O R M U L A R I E S  T H A T  F O R C E  D R U G  S E L E C T I O N  B A S E D  ON I N G R E D I E N T  
C O S T  R A T H E R  T H A N  T H E R A P U T I C  EFFECTIV E N E S S . .

IT A L L O W S  T H E  P H A R M A C I S T  TO T R E A T  T H E  M E D I C A I D  P A T I E N T  IN 
T H E  S A M E  M A N N E R  AS T H E  G E N E R A L  P U B L I C ,  BE R E I M B U R S E D  F A I R L Y  
F O R  H I S  S E R V I C E S ,  A N D  BE F R E E  F R O M  O V E R L Y  E M C U M B E R I N G  P A P E R  
W O R K ,  T H E  P E R  R E C I P I E N T  C O S T S  A R E  N O T  O U T  OF R A N G E  W I T H  

P R O G R A M S  IN O T H E R  S T A T E S ,

IT A L L O W S  T H E  S T A T E  A D M I N I S T R A T O R S  T H E  V E R S A T I L I T Y  TO S H A P E  

A P R O G R A M  T H A T  W O R K S  W E L L  IN A L A S K A  W I T H O U T  T H E  P R E S S U R E S  

F R O M  T H E  F E D E R A L  G O V E R N M E N T  T O  C O N F O R M  T O  T H E I R  " S T A N D A R D S " .  
O N C E  W E  A C C E P T  T H E  " H E L P "  OF T H E  F E D E R A L  A D M I N I S T R A T O R S .  WE 
N O ,L O N G E R  C O N T R O L  T H E  P R O G R A M ,  T H E Y  DO!

B E C A U S E  WE A R E  T A L K I N G  A B O U T  S U C H  A S M A L L  P E R C E N T A G E  OF T H E  
M E D I C A I D  B U D G E T  B E I N G  S P E N T  F D R  P H A R M A C E U T I C A L S  AT P R E S E N T  
T H E  S M A L L  O V E R A L L  S A V I N G S  A F T E R  P A Y I N G  F O R  T H E  A D D I T I O N A L  

A D M I N I S T R A T I V E  C O S T S  C A N  N O T  P O S S I B L Y  J U S T I F Y  H U R T I N G  

R E C I P I E N T S  AND P R O V I D E R S  A L I K E  BY C H A N G I N G  TO T H E  F E D E R A L  
N I G H T M A R E .

B E F O R E  WE S H I F T  D O L L A R S  F R O M  G O O D  P A T I E N T  C A R E  TO 
A D M I N I S T E R I N G  T H E  A D D E D  L A Y E R S  OF F E D E R A L  R E S T R I C T I O N S  IN A 
M E D I C A I D  P H A R M A C Y  P R O G R A M  WE S H O U L D  BE S U R E  T H E R E  ARE 

B E N E F I T S  O T H E R  T H A N  E X P A N D I N G  T H E  B U R E A U C R A C Y  AND A M I N I M U M  
O F  D E T R I M E N T S  TO R E C I P I E N T S ,  P R E 5 C R I B E R S  A N D  P H A R M A C Y  
P R O V I D E R S ,

IF IT IS P O S S I B L E  TO P R O T E C T  O U R S E L V E S  F R O M  T H E  W H I M S  OF T H E  
F E D E R A L  B U R E A U C R A C Y  B Y  S E T T I N G  UP A P R O G R A M  T H A T  M E E T S  T H E  

F E D E R A L  S T A N D A R D S  B U T  K E E P S  C O N T R O L  W I T H I N  S T A T U T E  T H A T  O N L Y  
T H E  A L A S K A  L E G I S L A T U R E  C A N  C H A N G E  T H E N  P E R H A P S  G O I N G  A F T E R  
T H E  F E D E R A L  M A T C H I N G  M O N I E S  W O U L D  B E  A D V I S A B L E .  S U C H  AN 
A P P R O A C H  W O U L D  BE A D V I S A B L E  O N L Y  IF T H E  T I M E  A N D  E F F O R T  WAS 
E X P E N D E D  BY T H E  D I V I S I O N  OF M E D I C A L  A S S I S T A N C E  IN A 
C O O P E R A T I V E  E F F O R T  W I T H  T H E  A L A S K A N  H E A L T H  C A R E  C O M M U N I T Y  TO 

I N S U R E  T H E  O U T C O M E  W O U L D  BE W O R K A B L E  FOR ALL, WE W O U L D  L I K E  

TO S E E  T H E  P R E S E N T  G E N E R A L  R E L I E F  M E D I C A L  P H A R M A C Y  P R O G R A M

i



H J M D E D  A S  J.N T H E  P A S T  A N D  A N  I N T E R I M  W O R K I N G  C O M M I T T E E

S T R U C T U R E D  TO C O M E  UP W I T H  P O S S I B L E  L E G I S L A T I O N  c n R J L E  H E X  
L E G I S L A T I V E  T E R M .   "

A L L  F E D E R A L  M A T C H I N G  F U N D S  A R E  N O T  W O R T H  J U M P I N G  F O R

,Ii3??SX2I!:L ^ . W i:!:TI'IO,JT C A R F U L L Y  C O N S I D E R I N G  T H E  C O N S E Q U E N C E S .  
L E T  o N O T  F A L L  I N T O  T H E  T R A P  AS H A V E  SO M A N Y  O T H E R  S T A T E S .
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In response to your inquiry regarding the medicaid situation 
in Alaska, the following information is provided:

The situation in Alaska is unique: •
1. Alaska has a medicaid program but has not included 
a drug benefit. It does provide prescription drugs to 
some or all of the indigent population through the General 
Relief—Medical Budget and the Indian Health Service. 
The dollar amounts spent for drugs in these programs 
is not available in my records.
2. Alaska's geographic position places it over 1500 land 
miles from its nearest stateside distribution point and 
in fact a significant proportion of its drug distribution 
is shipped airfreight, resulting in higher unit costs, 
to which must be added the in-state distribution costs.
3. Alaska has a high unemployment rate and a low age 
65 and over population in comparison to other states.
4. Alaska has a higher population to pharmacy ratio than 
the national average. Alaska: one pharmacy per 4700 pop. vs 
U.S.: one pharmacy per 3600 population.

If we assume that Alaska is currently meeting the drug needs 
of its indigent population with the current expenditure of 
S 1.5 million, plus whatever. Federal dollars are being spent
on the Indian Health Program, it is unrealistic to believe that
the state can save large amounts of money by instituting a 
Federal cost sharing medicaid drug program for the fallowing 
reasons:

1. There is a strong possibility that there will be a
spillover of native americans into the medicaid eligibiles, 
increasing the total number of medicaid eligibles for
which the state must bear a 50 percent responsibility.
2. The HCFA reporting and MMIS requirements will require 
additional personnel and administrative costs not now 
borne by the unique and cost-effective drug reimbursement 
system.

The State of Alaska anticipates a substantial saving in total 
drug costs via the implementation of the Federal Maximum Allowable 
Cost progam. The Federal MAC program currently covers only

(



twenty-two drugs and has not added a new drug since 1983, primarily 
because the estimated savings -from any. additional drugs is too 
low to o f f s e t  the administrative costs. In addition, the MAC 
drugs by law must be "Widely and consistantly available" and 
it is doubtful that the State would qualify with its limited 
and unusual distribution system.

I have enclosed a number of articles relating to the MAC program 
which cast a shadow an the actual cost—savings realized.

The State of Alaska is in much the same situation as the State 
of Arizona, in not having a drug benefit program and having 
a larg* native american population. Arizona's move to be innovative 
has been a costly one; estimated at $1,468 per AHCCCS enrol lee 
under the proposed state budget.

I sincerely hope that the above statements and enclosures 
are helpful to you, and if we can be of further assistance 
as the issue matures, please call.
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1 A M  C H U C K  R U S H  A N D  I A M  A  P H A R M A C I S T  A N D  T H E  V I C E  P R E S I D E N T  

OF V.JF. G R A C E  INC. W E  A R E  W H O L E S A L E R S  OF P H A R M A C E U T I C A L S

L O C A T E D  H E R E  IN A N C H O R A G E .  WE S E R V I C E  M A N Y  P H A R M A C I E S  IN 

A L A S K A  W I T H  T H E I R  P H A R M A C E U T I C A L S .  AS A  W H O L E S A L E R  I A M  

C O N C E R N E D  W I T H  T H E  F E D E R A L  M E D I C A I D  L A W S  T H A T  T H I S  B I L L  W O U L D  

DE M A N D .  W H O L E S A L E R S  IN O T H E R  S T A T E S  H A V E  H A D  P R O B L E M S  IN 

T R Y I N G  T O  S T O C K  T H E  F E D E R A L  M A C  D R U G S  A T  T H E  P R I C E S  A T  W H I C H  

THE F E D E R A L  G t f t o  SA Y S  T H E Y  S H O U L D  BE A V A I L A B L E .  M A C  P R I C E S  

A R E  THE M A X I M U M  A L L O W A B L E  C O S T S  T H A T  T H E  F E D E R A L  G O V E R N M E N T  

W I L L  A L L O W  F O R  T H E  A C Q U I S I T I O N  C O S T  IN P R I C I N G  A  P R E S C R I P T I O N .

IF T H E  M A C  P R I C E  IS $ 3 0 . 0 0  ON A  P H A R M A C E U T I C A L  T H E N  T H E  P H A R ­

M A C I S T  C H A R G E S  $ 3 0 . 0 0  P L U S  T H E  F E E  W H I C H  M I G H T  BE $ 6 . 0 0 ,  S O  THE 

B I L L I N G  IS F O R  $ 3 6.00. N O W  T H A T  M A C  C H A R G E  O F  $ 3 0 . 0 0  C A N N O T  

BE I N C R E A S E D  E V E N  IF T H E  P H A R M A C E U T I C A L  IS N O T  A V A I L A B L E  F O R  

$3 0.00. IF IT IS O N L Y  A V A I L A B L E  F O R  A  $ 3 7 . 0 0  C O S T  T H E N  T H E  

P H A R M A C I S T  E I T H E R  R E F U S E S  T H E  P R E S C R I P T I O N  O R  T A K E S  A  $ 1 . 0 0  

LOSS O V E R  A N D  A B O V E  H I S  N O R M A L  O V E R H E A D  C O S T  O F  S A L A R Y ,  RENT,

HEA T ,  ETC.

I C H E C K E D  W I T H  N W D A  ( O U R  N A T I O N A L  W H O L E S A L E  D R U G G I S T  A S S O C )

T H I S  M O R N I N G  A N D  A S K E D  T H E M  IF T H E R E  W E R E  A N Y  P R O B L E M S  W I T H  M A C  

P R I C E S  IN T H E  L O W E R  48 S T A T E S .  T H E Y  I N D I C A T E D  T H E R E  W E R E
0

S E V E R E  P R O B L E M S  IN M A N Y  S T A T E S  A N D  G A V E  M E  M I C H I G A N  AS AN E X -  . ̂

A M P L E .  M I C H I G A N  S U R V E Y E D  A N D  F O U N D  T H A T  19 F E D E R A L  M A C  D R U G S ^ ,

W E R E  N O T  A V A I L A B L E  AT T H E  F E D E R A L  M A C  P R I C E S .  M R  P A U L  A L L E N ,

W H O  IS T H E  H E A D  O F  M I C H I G A N S  M E D I C A I D  P R O G R A M ,  W R O T E  T O  C A R O L Y N  

D A V I S ,  W H O  IS THE H E A D  OF T H E  F E D E R A L  M E D I C A I D  P R O G R A M  A D V I S I N G  

H E R  O F  T H I S  A N D  A S K I N G  F O R  T H E S E  P R I C E S  T O  BE I N C R E A S E D .  N O  

A C T I O N  H A S  B E E N  T A K E N  A N D  T H E  S T A T E  O F  M I C H I G A N  IS P O W E R L E S S  TO 

TO S O L V E  THE P R O B L E M .  M E A N W H I L E  T H E  P H A R M A C I S T 5 E I T H E R  S U B S I D I Z E



T H E  P R O G R A M  O R  R E F U S E  TO F I L L  W E L F A R E  P R E S C R I P T I O N S ,

W H I L E  T H E  F E D E R A L  M A C  D R U G S  A R E  B E I N G  E X A M I N E D  A S  TO T H E I R  

W O R T H  A N D  N O  N E W  O N E S  H A V E  B E E N  A D D E D  S I N C E  1983 WE A R E  

A D V I S E D  T H A T  O U R  D E P A R T M E N T  IN A L A S K A  P L A N S  T O  A D D  S O M E  80 

M O R E  T H A N  T H E  F E D E R A L  G O V E R N M E N T  HAS. AS I H A V E  E X P L A I N E D  

IT IS V E R Y  Q U E S T I O N A B L E  W H E T H E R  O U R  W H O L E S A L E  H O U S E  C O U L D  E V E N  

O B T A I N  T H E  22 M A C  D R U G S  R E Q U I R E D  BY T H E  FEDS BUT T O  E V E N  

C O N S I D E R  T R Y I N G  T O  S T O C K  80 M O R E  IS U N R E A L I S T I C .  E V E N  S O M E  

O F  T H E  22 F E D E R A L  M A C  D R U G S  C A N  BE R E A L  L O S E R S  T O  S T O C K  IF THE 

M A N U F A C T U R E R  D O E S  N O T  A C C E P T  R E T U R N  G O O D S  T H A T  H A V E  R E A C H E D

T H E I R  E X P I R A T I O N  D A T E  O R  IF T H E Y  D O  N O T  M A I N T A I N  T H E  R E C A U .

C A P A B I L I T I E S  F O R  U N S A F E  O R  D E F E C T I V E  DRUGS.*~ T H E R E  T s A N O T O E R  

P R O B L E M  IN T H I S  R E G A R D  IN U S I N G  T H E S E  P R O D U C T S  B E C A U S E  T H E Y  

D O  N O T  M E E T  T H E  R E Q U I R E M E N T S  O F  O U R  S T A T E  S T A T U T E S , F O R  S U B­

S T I T U T I O N .  T H I S  S U B S T I T U T I O N  L A W  W A S  M A I N L Y  W R I T T E N  B Y  T H E  

D O C T O R S  A N D  T H E Y  F E L T  IT W A S  T H E  P R O T E C T I O N  T H E  P A T I E N T S  N E E D E D

IF S U B S T I T U T I O N S  W E R E  T O  B E  M A D E  ON P R E S C R I P T I O N S .  I T H I N K

E V E R Y O N E  IN T H E  P H A R M A C Y  A N D  M E D I C A L  C O M M U N I T Y  F E E L S  IT IS A  

V E R Y  W E L L  W R I T T E N ,  N E C E S S A R Y  L A W  A N D  P R O V I D E ^  T H E  N E E D E D  S A F E­

G U A R D S  F O R  T H E  P U B L I C .

T H E  O T H E R  P R O B L E M  T H A T  N W D A  I N F O R M E D  ME OF W A S  F E D E R A L  R E Q U I R E M E N T S
/

U S I N G  A N  A C Q U I S I T I O N  C O S T  O N  CERTfcAN C O M P A N I E S  T H A T  IS W H A T  WE R E F E R  

TO A S  T H E  " D I R E C T  COST". T H I S  M E A N S  T H A T  I N S T E A D  OF T H E  P R I C E  THE 

W H O L E S A L E R  C H A R G E S  F O R  THE I T E M  T H E Y  USE A P R I C E  T H A T  CAN O N L Y  BE 

O B T A I N E D  BY T H E  P H A R M A C Y  B U Y I N G  IT D I R E C T  F R O M  T H E  M A N U F A C T U R E R .  

S O M E T I M E S  T H E  L A R G E R  S T O R E S  DO T H I S  BUT I ^ I S  R E A L L Y  U N F A I R  T O  T H E  

S M A L L E R  S T O R E S  W H O  C A N N O T  B U Y  T H E  Q U A N I T I E S  N E C E S S A R Y  T O  B U Y  D I R E C T  

A N D  D U E  T O  O U R  G E O G R A P H Y  IT IS M A N Y  T I M E S  N O T  F E A S I B L E  DUE TO 

F R E I G H T  C O S T S  A N D  T I M E  E N R O U T E .  IF T H I S  IS A  P R O B L E M  IN T H E  L O W E R  

48 IT C E R T A I N L Y  W O U L D  BE M U C H  W O R S E  IN A L A S K A .



I am JOY IONELSON, I HAVE FRACTICEDP PHARMACY IN ALASKA 25YEARS. I OWN TWO 

IEDICAL BUILDING PHARMACIES IN ANCHORAGE. I SPEAK FOR MYSELF REGARDING HB 209.

IT IS MY UNDERSTANDING THAT ViiE STATE ASSUMS THAT STORES IN ALASKA NOW ACCEPT 

’RIVATE INSURANCE COMPANIES OFFERS OF A FEE FOR SERVICE. TO MY KNOWLEDGE NO STORES

jUTSIDE OF ANCHORAGE NOW DO AND THERE ARE SEVERAL OF US IN ANCHORAGE THAT BO NOT

vCCEPT THESE PROGRAMS. LONG AGO I DETERMINI NED THAT IF I ACCEPTED SUCH A FEE I WOULD

AVE TO PASS THE INCREASED COST TO MY CASH PAYING CUSTOMERS AND I AM NOT COMFORTABLE

OING THAT. IN OUR PARTICULAR PRACTICE WE SPECIALIZE IN COMPOUNDING UNAVAILABLE

ORMULAS, A LABOR INTENSIVE PROJECT. WE ALSO SPECIALIZE IN SUPPLYING THE INFREQUENTLY
4*   r*--------------------------------- :---------------------------------------------------
'SED.. OFTEN UNAVAILABLE DRUGS.? FOR EXAMPLE WELLCOVORIN 25 mg.. A DRUG USED TO TREAT

“    — —
AIKER.. A BOTTLE OF^ftJ-TABLETS ray cost to put on my shelf is 705.89. the average
irescEiptioruis.forsix. tablets-at_a._cost .of..176.89. .b efor e_L_e ven.conslder. ±he_c.o st____

■■ !  ■■■:■ !| >
F 1 HEJ10NEYJQ.PUT.THE.JETEM. ON_THE SHELF. THE PHARMACIST SALARY. RENT AND A HOST

■ -!i ” • •" ■
'E_mHER_EXPENSES.,J._TH.E-STATE NOW PROPOSES TO PAY ME 5.15 LESS THAN 2 . NOW IF I

• ‘I -
APPEN TO FILL THREE MORE PRESCRIPTIONS BEFORE THE REST OF THE BOTTLE GOES OUT OF

ATE I WILL HAVE 20.60 on ray 705.89 investment to cover ray cost of doing business.____

UCH A DEAL.. OBVIOUSLY MANY OF THESE AND I WILL BECOME A CLTffiTOF THE DEPARTMENT_______

NSTEAD OF A VENDOR.
j*

N THIS COUNTRY SEVERAL THOUSAND DRUG STORES HAVE BEEN PUT OUT OF BUSINESS BY TITLE 19.

0 THE POINT THAT IN MANY CITIES WELFARE INTENSIVE NEIGHBORHOODS NO LONGER HAVE A PHARMACY

ND THEIR PROBLEMS ARE COMPOUNDED BY HAVING TO TRAVEL ELS2WHERE USALLY BY CAB AT THE

SPARTMENTS EXPENSE ROUND TRIP TO OBTAIN PHARMACEUTICAL SERVICES. IN ALASKA WHEN THIS

ROGRAM PUTS AN ALREADY MARGINAL DRUG STORE OUT OF BUSINESS. THE WHOLE POPULATION

AY TRAVEL HUNDREDS OF MILES TO OBTAIN SERVICE. OR BE UNDERSERVED BY UNDEPENDABLE MAIL

3RVICE.

EXT MONTH IN CHICAGO THE NATIONAL mXMXKXHIIXXI ASSOCIATION OF STATE PHARMACEUTICAL

3S0CIATI0N EXECUTIVES ARE MEETING IN A SUMMIT MEETING 'i&*m£± t£Q TO LOOK AT THE

ITH THE ONE LINE OF THIS PROPOSED LAW THAT SAYS THE STATE WILL BE JOINTING THE 

{BXHJSKXXXXX FEDERQLX, DRUG PROGRAM. I AM CONVINCED THAT WITHOUT A COMPUTER T0~DEAL

:TH STATE AND CSC COMPUTERS THERE IS NO WAY A STORE CAN EVEN BEGIN TO COMPLY WITH THE

JUNTAINS OF REGULATIONS 1 PRICE CHANGES AND PAPER WORK. AT THIS TIME MY TWO STORES ARE

S ONLY FULLY COMPUTERIZED PRESCRIPTION DEPARTINES IN THE STATE AND OUR COMPUTER WILL

103LEMS ASSOCIATE WITH COMPLIANCE WITH PAGES AND PAGES OF REGULATIONS THAT COME ' “

/ \
••B* «•#

VE TO BE COMPLETELY REPROGRAMMED, SHOULD BE DECIDE TO PARTICIPATE. ’ "



I RECOGNIZE WE ARE FACED WITH DIMISHING REVENUES AND I WOUID NOT 3E HERE TODAY 

IF I 3ELIEVED THAT THIS PROPOSAL COULD 3E A NWORKA3LE,COST EFFECTIVE PLAN FOR
r

OUR STATE. THIS IS NOT SUCH A PROGRAM ..I HAVE A LOT OF TROU3LE WITH THE RATIONALE 

OF TAMPERING WITH A PROGRAM THAT EgWORKING WELL FOR THE CLIENT, THE PHYSICIAN 

WHO PRESCRIBES UNDER IT AND THE PHARMACIST. THE 1.6MILLION COST LAST YEAR IN A 

TOTAL WELFARE PROGRAMOK ALMOST SEVENTY MILLION DOLLARS IS WELL BELOW THE PRECENTAGE 

NATION AVERAGE FOR DRUGS IN WELFARE PROGRAMS. THE DRUG BILL IS PROBABLY THE MOST

COST EFFECTIVE HEAL CARE BILL PAID BY THIS STATE.

IF OUR FHARMACfy PROGRAM COES UNDER. THE FEDERAL PROGRAM THE STATE LOSES CONTROL.IT IS

A FEDERAL PROGRAM AND THEY CALL THE SHOTS.
—  -------------------------------------------------------------- doNK>-^
.ORGINALLY IN THE EARLY SEVENTIES THE TOUCHE ROSS STUDY ^BEFORE MEDICAID WAS JOINED BY
----------------------- --------------------- VxSwS___________________ ______________________________________________________ ___________________________________________

^ALASKA Vj«S*96B-AIffl IT^58 DETERMINED THAT DUE TO ADMINISTRATIVE COST AND THE NATIVE
|'i

■£*
CROSSOVER WE WOULD NOT SAVE MONEY BY JOINING THE FEDERAL DRUG PROGRAM.

•ORIGINALLY THE STATE TRIED TO IMITATE THE FEDERAL PROGRAMS UNDER THE GR MED PROGRAM

I1 AND .THE PHARMACIES REALIZING THEY COULD NOT SURVIVE WITH THE PAPERWORK, SLOF"PAYMENTS7

•AND LOW PROFIT WITHDREW FROM THE PROGRAM.. ALL OF THEMI THEDTATE~THREATENED~TO~SUETHE-
-5 •**<? > ‘ i

PHARMACIST TO F0RS(J'HEM~BACK~TNr-THE~PR0GRAM~AND-Tr~WAS~ATTHATr'POINT“THAT-OUR-PRESENT

“PROGRAM WAS'WORKED TDOT. “
z  H-
“THE DEPARTMENT 'HAS TTOT‘ADMITTEDTO-ANYONE‘CERTAINLY-NOW TO THIS COMITTEE,— THE COST-OF----

.■>;>*;,v: j
~TIHPLErMENTING~AND~ 'ADMINISTERiNG -THI3-C0MrLED-(gR0GRAM; -THE STATE OF FLA HAS JUST-COMPLETED- 

:? !! «
p A N  AUDITED-STUDY OF7&) STORES TO DETERMINE THE COST OF FILLING A PERSCRIPTION.-i—THERE WAS

* j  ALMOST NO TRAVEL MONEY-INVOLVED -n-THE- COST- OF -THE STUDY WAS 951OOO/OO----------------------
I!l_lTHE DEPARTMENT HAS MADE NO EFFORT TO SEEK IMPUT FROM PHARMACY.. IN FACT SUGGESTIONS 
‘ '' *'ii " ' ~ "
MADE IN 1982 BY THE STATE PHARMACEUTICAL ASSOC OF WAYS TO CURB COST HAVE NOT EVEN

BEEN ACKNOWLEDGED.

T
NO ONE HAS ADDRESSED THE NATIVE CROSSOVER.. ARIZONA RESISTED THE PRESCRIPTION PART

OF MEDICAID DUE TO THEIR LARGE NATIVE POPULATION SIMILAR TO OURS. THEY HAD

80,000 recipients in the program when they added pharmaceuticails and one year lated they

had ik 180,000 recipients and this has created a serious financial problem for their state.

The native health service is a 100$ fed funder operation medicaid is 50% funded. When

they crossover it isn't just for pharmaceuticals but hospitals, doctors, nursing homes.

I URGE MOU TO HOLD THIS BILL IN COMMITTEE. THE DEPARTMENT NEEDS TO ESTABLISH A DIALOGUE

WITH PHARMACY AND PHYSICIANS TO DEVELOP A PROGRAM OF COST CONTAINMENT, YET ASSURE

CONTINUED HIGH PHARMACEUTICAL SERVICES IN CONVIENT LOCATIONS FOR THE WELFARE CLIENTS OF
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To Members of  the House Hea l th ,  {Education and Soci al 
S e r v i c e s  Commit tee!

Yes terday I was given 2 minutes a t  the end of  a r a t h e r  
l e n g t h l y  HESS, Committee hear ing  on HB 20? to  g i ve  
tes t imony  or ask qu es t i ons  o f  the Committee r e g a r d i n g  
the Committee S u b s t i t u t e  amendments t o  our c u r r e n t  
Pharmacy S t a t u t e  AS 08 .80 .295 .Th i s S t a t u t e  c u r r e n t , * /  
a l l o ws  f o r  the s u b s t i t u t i o n  o f  a ge n e r i c  drug f o r  t h '  
drug p r e s c r i b e d  as long as I t  meets a l l  the 
r e qu i r e m en ts  o f  t h e ra p e u t i c  equ iva lence ,  dosage for., . ,  
s t r e n g t h ,  and o ther  s tandards  as set  f o r t h  in t h i s  
Sec t i o n  o f  our P h a r m a c y  S t a t u t e s .  I do not  unders tand 
why Sec 0 8 . SO. 29S(a) was o f f e r e d  as a s u b s t i t u t e  f o r  
what i s  c u r r e n t l y  a very  e f f e c t i v e  law a l l o w i n g  
s u b s t i t u t i o n  in t h i s  s t a t e .  I am e s p e c i a l l y  puzz led  by 
the l a s t  sentence in Sect ion 1 o f  the amendment and do 
not  see what Is supposed to  accompl i sh.

V. •: i ■
1 have no problems w i t h  the a d d i t i o n  o f  the new 
su b s e c t i o n s  <i> and <j )  but  why d i d n ' t  you repeal  
s e c t i o n  <e) t h a t  i s  so out  of  date? The Pharmacy Board 
has sub mi t ted  t h i s  request  through the D i v i s i o n  of 
Occupat iona l  L i c e n s i n g  a long w i t h  seve ra l  o ther  
"housekeeping"  measures, but  have found i t  was e i t h e r  
too l a t e  t o  submit  to  jthe L e g i s l a t u r e  or  i t  was ve ry  
low on the l i s t  of  p r i o r i t i e s  th a t  the Department o f  
Commerce e v e n t u a l l y  compi les  f rom a l l  such re ques ts .  
Consequent l y ,  n o t h in g  has been done to  remedy the 
s i t u a t  i on.

1 t h i n k  t h i s  i s  a vpry  t i f t ^ j l y  p repared amendment w i t h  
l i t t l e ,  i f  any, Input  f rom the p r a c t i t i o n e r s  i t  
i n v o l v e s .  I know th a t  the Pharamcy Board was not  
co n s u l t e d  and I d id  not re ce i ve  a copy o f  the amendment 
u n t i l  I came to  the hear ing  on the Med ica id  p o r t i o n  of  
HB 209. I f e e l  t hat  more thought  must be put  i n t o  t h i s  
amendment, p ^ r t i c u 1a r i  1 y w i t h  rega rd  to  AS OS.SO.295 
P.ftE.t..l a.).

Margaret  D. Soden, RPh, Sec re ta ry  
A laska Board o f  Pharmacy

S i n c e r e l y  you rs ,

~ I  / h ^  i & z



M y  n a m e  i s  T h o m a s  M i k l a u t s c h ,  r e s i d i n g  in  F a i r b a n k s . I a m  a p h a r m a c i s t  and 

I am  t e s t i f y i n g  a g ainst H B  209 w hich d e a l s  w i t h  M e d i c a i d ,  s p e c i f i c a l l y  its 

i n c l u s i o n  o f  p r e s c r i p t i o n  m e d i c a t i o n s  in i t s  program.

S i n c e  this co m m i t t e e  co n s i d e r s  h e a l t h  and social s e r v i c e s  in  the p u b l i c ' s  

b e s t  i n t e r e s t , m y  c o m m e n t s  here are to e m p h a s i z e  these a s p e c t s  a l t h o u g h  s o m e  

r e m a r k s  m a y  o v e r l a p  w i t h  the area o f  e c o n o m i c s . T h e y  s h o u l d  a l s o  be c o n s i d­

er e d  and u n d e r s t o o d  fr o m  t h e  s t a n d p o i n t  o f  health.

F irst o f  all, h a v i n g  p r e s c r i b e d  m e d i c a t i o n s  in M e d i c a i d  w i t h o u t  an  u n d e r s t o o d  

and e c o n o m i c a l l y  w o r k a b l e  p r o g r a m  is n o t  in the bes t  i n t e r e s t  o f  the p u b­

lic. T h e y  will e i t h e r  be p o o r l y  s e r v e d  or  not at all. T h e  m o s t  criti c a l  

r e a s o n  for this w ould be the ab s e n c e  o f  p h a r m a c i e s  p a r t i c i p a t i n g  i n  the 

p r o g r a m .  I f  the p h a r m a c i e s  cann o t  w o r k  w i t h  the p r o g r a m  as set up, the n  the 

p a t i e n t  has to accept the stress. Thi s  m e a n s  s e e k i n g  out a p h a r m a c y  that 

w o u l d  be  p a r t i c i p a t i n g  i n  the p r o g r a m ,  i f  any, p o s s i b l y  h a v i n g  to travel 

long e r  d i s t a n c e s  at addit i o n a l  s e l f - c o s t  o r  at cost to the S t a t e  for trans­

p o r t a t i o n  to and from me d i c a l  care.

I n  the cas e  o f  areas o f  s i n g l e  s t o r e  p r o v i d e r s , it w o u l d  s i m p l y  be d i s a s t r o u s  

for the pa t i e n t  who w o u l d  be for c e d  to find a p r o v i d e r  in  a n o t h e r  c i t y  or 

town, h a v i n g  to go there at s e l f - e x p e n s e  (or the S t a t e ' s ) ,  O R  m a i l  i n  their 

p r e s c r i p t i o n s  to a p r o v i d e r  s o m e w h e r e  and wait a w e e k  o r  so  to r e c e i v e  them, 

O R  E I S E  s i m p l y  h a v e  them fill e d  at t h e i r  n e a r e s t  p h a r m a c y  and p a y  for them 

somehow. Is  this the m a n n e r  i n t e n d e d  to p r o v i d e  for the n e e d y ?

W h e n  M e d i c a i d  first ceune to A l a s k a  and the S t a t e  a t t e m p t e d  to  i n c l u d e  p r e­

s c r i p t i o n  m e d i c a t i o n s  in  the p r o g r a m ,  the p r o g r a m  was so  u n w o r k a b l e  for the



p h a r m a c i e s  that non e  o f  t h e m  a g r e e d  to p a r t i c i p a t e . A s  a r e s u l t  that 

p o r t i o n  o f  M e d i c a i d  was dr opped. I n  1982, the D e p t ,  o n c e  a g a i n  s u b m i t t e d  

an u n w o r k a b l e  p r o g r a m  w h i c h  was als o  d e f e a t e d  by  the L e g i s l a t u r e .

S e c o n d l y , you h a v e  b e e n  to l d  i n  you r  L e g i s l a t i v e  U p d a t e  that the S t a t e  

e x p e c t s  to s a v e  $1.4 m i l l i o n  w i t h  a f o o t n o t e  that r e d u c t i o n  o f  this amount 

h a s  a l r e a d y  b e e n  m a d e  in  the G o v e r n o r ' s  F Y 8 6  bud g e t  r e q u e s t ,  and that i f  

this bill is  not p a s s e d  M a j o r  GR M e d i c a l  r e d u c t i o n s  wil l  be n e c e s s a r y .

S i m p l y  s t a t e d ,  m e d i c a l  care will be r e d u c e d  i n  a vital area.

T h e  a b o v e  i n f o r m a t i o n  c e r t a i n l y  p r o m p t s  v a r i o u s  q u e s t i o n s  that, a l t h o u g h  

t o u c h i n g  o n  e c o n o m i c s  and finance, s t i l l  h a v e  a r e l a t i o n s h i p  to p r o p e r  m e d­

ical care. Do  you k n o w  (or do e s  the L e g i s l a t u r e  know) h o w  the $1.4 m i l l i o n  

i n  s a v i n g s  has b e e n  c a l c u l a t e d ?  W e  d o n ' t  b e c a u s e  we d o n ' t  k n o w  what the 

p r o g r a m  is. We k n o w  that the F e d e r a l  G o v e r n m e n t  will p a y  o n e - h a l f  the cost 

o f  the p r o g r a m .  W e  also k n o w  that the total p r o g r a m  F Y 8 4  was $69 m i l l i o n  

and that the cost o f  p r e s c r i b e d  m e d i c a t i o n s  for the w h o l e  s t a t e  was under 

$1.6 m i l l i o n  w h i c h  is about 2.3% o f  the p r o g r a m .  W e  als o  k n o w  that the 

l a r g e s t  and co s t l i e s t  ite m  in m e d i c a l  ca r e  is  h o s p i t a l i z a t i o n ,  and we k n o w  

that what k e e p s  thousands o f  p a t i e n t s  out o f  the hospi t a l  is s e l f  treatment 

by  p r e s c r i b e d  m e d i c a t i o n s . L et's jus t  s a y  that b e c a u s e  o f  i n a c c e s s i b l e  c a r e , 

o n  an  annual s t a t e w i d e  basis, 25 p a t i e n t s  p e r  m o n t h  n e e d  to be h o s p i t a l i z e d  

for j u s t  4 days. This  wouId be 100 h o s p i t a l  d a y s  p e r  m o n t h  x 12 m o n t h s  

x $ 5 0 0  p e r  d a y  e q u a l i n g  $600,000. I t ’s v e r y  like l y  that the a dditional 

p a t i e n t  h o s p i t a l i z a t i o n s  o f  25 p e r  m o n t h  is a c o n s e r v a t i v e  figure. I s  the 

S t a t e  the n  r e a l i z i n g  a cost s a v i n g ?  F u r t h e r ,  w h a t ' s  the r i s k  o f  d e a t h  b e cause  

o f  l a c k o f  p r o p e r  care when it' s  first n e e d e d ?

-2-



O t h e r  q u e s t i o n s :

Is the D e p t . aware o f  all the F e d e r a l  r e q u i r e m e n t s  for p a r t i c i p a t i o n  in 

the p r o g r a m ?  E s t a b l i s h i n g  M A C ' s , (Maximum A l l o w a b l e  Costs), E A C ' s  (Est­

i m a t e d  A l l o w a b l e  Co s t s ) ,  E s t a b l i s h i n g  f i x e d  f e e  for all A K  p h a r m a c i e s .

W h a t  w i l l  it c o s t  to e s t a b l i s h , m o n i t o r  a n d  u p d a t e  the p r o g r a m ?

W h a t  i s  the cost o f  c o m p u t e r  c h a n g e s  by  C S C  to c o m p l y  wit h  F e d e r a l  r e g u l­

a t i o n s ?

H o w  m a n y  a d d i t i o n a l  e m p l o y e e s  will b e  r e q u i r e d  to r u n  the p r o g r a m ?

F i n a l l y ,  we s e r i o u s l y  wonder i f  th i s  c o m m i t t e e  r e a l i z e s  what it is c o n s i d e r i n g . 

H B  2 0 9  is  e s s e n t i a l l y  a n  a m e ndment to a n  A l a s k a  S t a t u t e  b y  a d d i n g  two words, 

" p r e s c r i b e d  d r u g s "  and g i v i n g  it a p r i o r i t y  number. H a s  a p r o g r a m  b a c k i n g  

thi s  b i l l  b e e n  u n v e i l e d  and does the C o m m i t t e e  k n o w  what it is?

W e  d o n ' t  k n o w  w h a t  it is, so we d o n ' t  k n o w  i f  it is w o r k a b l e . We do  k n o w  that 

the D e p t ,  h a s  h a d  two years to d r a f t  a plan, howe\"'~ we hav e  had no input 

i n t o  it. I n  the p ast, we  have r e c o m m e n d e d  to the D e p t ,  ways o f  c u t t i n g  costs 

b u t  h a v e  r e c e i v e d  no response. W e  cannot t e s t i f y  for n B  209 w i thout k n o w i n g  

the p r o g r a m  and we cannot r e c o m m e n d  its p a s s a g e  for the sa m e  reason.

J u s t  a f e w  d a y s  a g o  we r e c e i v e d  a verbal i n v i t a t i o n  to m e e t  with the Dept, 

a n d  c o n s i d e r  a p r o p o s e d  draft o f  a p r o g r a m .  W e  m o s t  c e r t a i n l y  w i s h  to accept  

thi s  o f f e r  but we  need time for preparation. We n e e d  ti m e  to  a r r a n g e  o u r  

s c h e d u l e s , time to a n alyze the D e p t . ' s  draf t ,  tim e  to r e s p o n d  and e v e n t u a l l y  

c o m e  w i t h  a p r o g r a m  s a t i s f a c t o r y  to all p a r t i e s .  S o m e  o f  o u r  p a r t i c i p a n t s
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a r e  o u t  o f  the S t a t e  at p r e s e n t  and we will n e e d  time f o r  the m  to b e  involved.

/

W e  d o n ' t  w i s h  to leave the i m p r e s s i o n  that we  h a v e  a c l o s e d  m i n d  to HB  209 

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

are w i l l i n g  to w o r k  w i t h  the D e p t ,  to f i n d  thi s  c o m m o n  g r o u n d  but p l e a s e  

u n d e r s t a n d  we n e e d  time for this.

W e  feel that t h e r e  is a d e f i n i t e  l a c k  o f  i n f o r m a t i o n  o n  H B  209 and that it 

s h o u l d  n o t  p r o c e e d  b e y o n d  this p o i n t .  W e  a s k  you, o u r  L e g i s l a t o r s , to a gree  

w i t h  o u r  r e q u e s t .

We  too b e l i e v e  i n  o u r  S t a t e  a n d  in  the b e s t  i n t e r e s t  o f  t h e  p u b l i c .  W e  t h i n k  

that o v e r  the y e a r s  we h a v e  d i s c h a r g e d  o u r  p r o f e s s i o n a l  c o nduct and r e s p o n­

s i b i l i t i e s  r e m a r k a b l y  well.

W e  al s o  b e l i e v e  i n  what o u r  S t a t e  C o n s t i t u t i o n  sa y s  i n  its first p a r a g r a p h  

a b o u t  a l l  p e r s o n s  h a v i n g  a n atural r i g h t  to the e n j o y m e n t  o f  the re w a r d s  o f  

t h e i r  o w n  i n d u s t r y .
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March 10, 1985

M y  n a m e  Is D a v i d  L. S w a n s o n ,  a 20 y e a r  A l a s k a  r e s i d e n t ,  p r a c t i c i n g  
p h a r m a c i s t  a n d  g e n e r a l  m a n a g e r  of t w o  p h a r m a c i e s  l o c a t e d  in F a i r b a n k s .  

I h a v e  s e r v e d  s i x  y e a r s  as a m e m b e r  of t h e  S t a t e ’s M e d i c a l  C a r e  A d v i s ­

ory  C o m m i t t e e  (2 y e a r s  as C h a i r m a n ) ,  a C o m m i t t e e  w h i c h  m e e t s  q u a r t e r l y  
in an a d v i s o r y  c a p a c i t y  to t h e  C o m m i s s i o n e r  a n d  t h e  D e p a r t m e n t  of 

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

t e s t i m o n y  r e g a r d i n g  H B 209.

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

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

p a y m e n t  f o r  p h a r m a c e u t i c a l s  w a s  a n d  s t i l l  is a n  o p t i o n a l  s e r v i c e  
to be p r o v i d e d .  I n i t i a l  e f f o r t s  in t h e  e a r l y  1 9 7 0 ' s  to p l a c e  

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

g i n a l  s a v i n g s  a n d  o p p o s i t i o n  f r o m  p h a r m a c y  p r o v i d e r s .  T h e  m o s t  
r e c e n t  a t t e m p t  to m o v e  p h a r m a c y  i n t o  M e d i c a i d  w a s  in 1 9 8 2  v i a  

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

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

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

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

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

b e  o p p o s e d  to a p l a n  t h a t  w o u l d  s u p p o s e d l y  s a v e  m o n e y  f o r  the S t a t e  
of A l a s k a .  My o p p o s i t i o n  is b a s e d  u p o n  t h e  f o l l o w i n g .

A. H B 2 0 9  s h o u l d  be v i e w e d  as e n a b l i n g  l e g i s l a t i o n  w h i c h  a l l o w s  
t h e  S t a t e  of A l a s k a  to c l a i m  50% of m o n i e s  s p e n t  for p h a r m­

a c e u t i c a l  s e r v i c e s  f r o m  t h e  F e d e r a l  M e d i c a i d  p r o g r a m .  U n ­
f o r t u n a t e l y ,  t h e s e  F e d e r a l  f u n d s  a r e  n o t  g r a n t e d  w i t h o u t  s t r i n g s  
a t t a c h e d .  My o p i n i o n  is th a t  t h e  D e p a r t m e n t  of H e a l t h  and 

S o c i a l  S e r v i c e s  has n o t  c l o s e l y  e x a m i n e d  t h e  F e d e r a l  r e q u i r e m e n t s  
f o r  p a y m e n t  for p h a r m a c e u t i c a l  s e r v i c e s .  If H B 2 0 9  is e n a c t e d ,  
t h e  D e p a r t m e n t  mu s t  do the f o l l o w i n g  to q u a l i f y  for F e d e r a l  

M e d i c a i d  fund s .  The S t a t e  or its a g e n c y  (in t h i s  c a s e  the D e ­
p a r t m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s )  m u s t  a d o p t  T i t l e  45 - 

P u b l i c  W e l f a r e ,  S u b t i t l e  A - D e p a r t m e n t  of H e a l t h  a n d  H u m a n  
S e r v i c e s ,  P a r t  19 - L i m i t a t i o n  on P a y m e n t  or R e i m b u r s e m e n t  f o r  

D r u g s .  T h i s  F e d e r a l  r e g u l a t i o n  f o r c e s  the D e p a r t m e n t  to a d o p t  
t h e  F e d e r a l  s c h e d u l e  of M a x i m u m  A l l o w a b l e  C o s t  (MAC) f o r  s o m e  

t w e n t y  to t h i r t y  d r u g  p r o d u c t s  a n d  to e s t a b l i s h  an E s t i m a t e d  
A c q u i s i t i o n  Cost (EAC) and a m e t h o d  of u p d a t i n g  t h e s e  c o s t s  f o r  
a l l  o t h e r  d r u g  p r o d u c t s .  In a d d i t i o n  to e s t a b l i s h i n g  e s t i m a t e d  

a c q u i s i t i o n  c o s t s  of l i t e r a l l y  t h o u s a n d s  o f  d r u g  p r o d u c t s ,  t h e  
D e p a r t m e n t  m u s t  e s t a b l i s h  a d i s p e n s i n g  fee to b e  p a i d  to A l a s k a ’s 
p h a r m a c i e s  in a d d i t i o n  to t h e  M a x i m u m  A l l o w a b l e  C o s t  or E s t i m a t e d  

A c q u i s i t i o n  Cost. B e c a u s e  of t h e  S h e r m a n  A n t i - T r u s t  Ac t ,  the 
d i s p e n s i n g  fee m u s t  be e s t a b l i s h e d  u n i l a t e r l l y  by the D e p a r t m e n t  
a n d  c a n n o t  be n e g o t i a t e d  w i t h  p a r t i c i p a t i n g  p h a r m a c i e s .
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T h e s e  r e g u l a t i o n s  w h i c h  a r b i t r a r i l y  d e t e r m i n e  c o s t s  o f  p u r c h a s ­

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

r e n d e r e d  are u n a c c e p t a b l e  to m e  as a p r a c t i t i o n e r  a n d  I b e l i e v e  

to t h e  g r e a t  m a j o r i t y  of p h a r m a c i s t s  in A l a s k a .  S t u d i e s  in the 

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

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

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

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

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

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

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

t h o s e  p h a r m a c i e s  c o n t i n u i n g  to p a r t i c i p a t e  in t h e  M e d i c a i d  p r o­

g r a m  a r e  d o i n g  so at a n  e c o n o m i c  l o s s  a n d  a r e  r a i s i n g  p r i c e s  

c h a r g e d  to n o n - M e d i c a i d  p a t i e n t s  to o f f s e t  t h e  l o s s e s .

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

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

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

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

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

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

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

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

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

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

C. C o s t  s a v i n g s

T h e  t e r m  " c o s t  s a v i n g s "  is r e a l l y  a m i s n o m e r  a n d  s h o u l d  c o r r e c t l y  
b e  c a l l e d  " c o s t  s h i f t i n g " .  It s h o u l d  be o b v i o u s  t h a t  if the 

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

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

p r o f i t a b l e .  P h a r m a c y  is a l r e a d y  a ^ h i g h l y  c o i n petetive b u s i n e s s  

w i t h  the L i 1 ly D i g e s t ,  the f i n a n c i a l  b e n c h m a r k  of 'the i n d u s t r y ,  

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

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

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

It is my b e l i e f  t h e  D e p a r t m e n t ’s p r o j e c t i o n  of a c o s t  s h i f t i n g  

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

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

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

A s s u m i n g  a n  a n n u a l  1 0 %  i n c r e a s e  o v e r  F Y 8 4  w o u l d  r e s u l t  in a n  
e x p e n d i t u r e  of a p p r o x i m a t e l y  $ 1 , 9 2 6  m i l l i o n  f o r  F Y 8 6 . F r o m  t h e s e  

n u m b e r s ,  1 c a n n o t  d e t e r m i n e  h o w  t h e  D e p a r t m e n t  e x p e c t s  to " s a v e "  
$ 1 . 4  m i l l i o n .  In a d d i t i o n ,  I a m  u n a w a r e  of a n y  e s t i m a t e s  of 

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

t a b l i s h ,  m o n i t o r  a n d  u p d a t e  t h e  p r o g r a m  as r e q u i r e d  by t h e  F e d ­
e r a l  g o v e r n m e n t .  F u r t h e r m o r e ,  as a l l u d e d  to b y  C o m m i s s i o n e r  P u g h  

as r e c e n t l y  as M a r c h  4, 1 9 8 5 ,  in an a d d r e s s  to t h e  A l a s k a  S t a t e  
H o s p i t a l  A s s o c i a t i o n  in J u n e a u ,  t h e r e  is a p o s s i b i l i t y  t h a t  a 
F e d e r a l  M e d i c a i d  C a p  w o u l d  p r e c l u d e  t h e  S t a t e  f r o m  a n y  F e d e r a l  

f u n d i n g  f o r  p h a r m a c y  u n d e r  M e d i c a i d .  I q u o t e  f r o m  C o m m i s s i o n e r  
P u g h ’s p r e p a r e d  a d d r e s s  as d i s t r i b u t e d ;  " I ’d l i k e  to m e n t i o n
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o u r  s u p p o r t  of H B 2 0 9 .  T h i s  is a b i l l  d e s i g n e d  to m o v e  the p u r ­

c h a s e  of d r u g s  f r o m  Ger.eral R e l i e f  M e d i c a l  to M e d i c a i d .  T h i s  
w o u l d  a l l o w  for 5 0 %  F e d e r a l  f u n d i n g  i n s t e a d  of t h e  c u r r e n t  1 0 0 %  

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

in FY 8 6 . T h a t  m o n e y  h a s  a l r e a d y  b e e n  r e m o v e d  f r o m  t h e  D e p a r t ­
m e n t  of H e a l t h  a n d  S o c i a l  S e r v i c e s '  b u d g e t  a n d  p a s s a g e  of t h e  

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

be a f f e c t e d  by a M e d i c a i d  Cap. At t h e  p r e s e n t  t i m e ,  h o w e v e r ,  we 
a r e  m o v i n g  f o r e w a r d  as if t h a t  p o s s i b i l i t y  d i d  n o t  e^cist a n d  h o p ­

ing t h a t  w e  get s o m e  s u p p o r t  on the w a i v e r  a n d  t h e  e q u i t y  issu e .
If t h e  Cap o c c u r s ,  w e  w i l l  be f o r c e d  to r e c o n s i d e r  o u r  p r i o r i t i e s  

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

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

$ 1 . 4  m i l l i o n  f r o m  the D e p a r t m e n t ' s  b u d g e t  b a s e d  o n  t w o  h i g h l y  
s p e c u l a t i v e  a s s u m p t i o n s ;  t h e s e  b e i n g  t h a t  H B 2 0 9  w i l l  b e c o m e  l a w  

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

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

e n t l y  i g n o r e d  is t h e  p o t e n t i a l  u t i l i z a t i o n  of the e n t i r e  M e d i ­
ca i d  s y s t e m  by t h o s e  b e n e f i c i a r i e s  c u r r e n t l y  r e c e i v i n g  s e r v i c e s  
f r o m  t h e  A l a s k a  N a t i v e  H e a l t h  S e r v i c e .  E a r l i e r  s t u d i e s  c o n d u c t e d  
by the S t a t e  h a v e  i n d i c a t e d  t h a t  t h e  i n c r e a s e d  u t i l i z a t i o n  of 

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

s a v i n g s .

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

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

the i n t r o d u c t i o n  of H B 2 0 9  w i t h  the k n o w l e d g e  t h a t  Alask^-'s. p h a r m­
a c i s t s  w o u l d  s t r o n g l y  o p p o s e  t h e  b i l l .  To t h e  b e s t  of m y  k n o w­

le d g e ,  no p h a r m a c i s t  or p h a r m a c y  o r g a n i z a t i o n  w a s  a p p r o a c h e d  to 
d e t e r m i n e  if t h e r e  m i g h t  be a c o m m o n  " m i d d l e  g r o u n d "  f r o m  w h i c h  
we c o u l d  w o r k  t o g e t h e r  to c u r b  the c o s t  of p h a r m a c e u t i c a l s .  The 

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

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

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

er e d .  A f o r m u l a r y  is a S t a t e  o p t i o n  u n d e r  M e d i c a i d ,  and h a s  b e e n  
i m p l e m e n t e d  in a b o u t  h a l f  the s t a t e s ,  w i t h  e q u i v o c a l  r e s u l t s .  
S h o u l d  the D e p a r t m e n t  try to i m p o s e  a f o r m u l a r y ,  I t h i n k  it w o u l d  
r e q u i r e  a L e g i s l a t i v e  c h a n g e  in the S t a t e ' s  a n t i - s u b s t i t u t i o n  l a w  

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

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

T h e  D e p a r t m e n t  h a s  n o t  e x p l o r e d  o t h e r  a l t e r n a t i v e s  w i t h i n  the 
G e n e r a l  R e l i e f  - M e d i c a l  p r o g r a m  for c o s t  c o n t a i n m e n t ,  S u g g e s t­
io n s  m a d e  to the D e p a r t m e n t  by the A l a s k a  P h a r m a c e u t i c a l  A s s o c ,
in 1 9 8 2  h a v e  n e v e r  b e e n  a c k n o w l e d g e d  n o r  d i s c u s s e d  w i t h  t h e  p r o­
f e s s i o n .  T h e s e  s u g g e s t i o n s  i n c l u d e d  d i s p e n s i n g  q u a n t i t y  l i m i t s ,  

l i m i t a t i o n s  on o v e r - t h e - c o u n t e r  m e d i c a t i o n s  a n d  n o n - c o v e r e d  d r ugs, 
T h e  D e p a r t m e n t  h a s  a l s o  i g n o r e d  t h e  r e c o m m e n d a t i o n  of the M e d i c a l  

C a r e  A d v i s o r y  C o m m i t t e e  of J u n e  5, 1 9 8 2  th a t  p h a r m a c y  n o t  be tra n -  
f e r r e d  to M e d i c a i d  a n d  t h a t  the D e p a r t m e n t  c o n s i d e r  the c o s t  c o n­

t a i n m e n t  s u g g e s t i o n s  o f f e r e d  by the A l a s k a  P h a r m a c e u t i c a l  A s s o c ,
In c o n c l u s i o n ,  I w o u l d  h o p e  t h a t  H B 2 0 9  b e  h e l d  in c o m m i t t e e  and
the D e p a r t m e n t  a n d  p h a r m a c y  r e p r e s e n t a t i v e s  w o r k  t o g e t h e r  to d e­

v e l o p  an a c c e p t a b l e  p l a n  f o r  c o s t  c o n t a i n m e n t  t h a t  w i l l  c o n t i n u e  j. 
to p r o v i d e  the h i g h e s t  q u a l i t y  of p h a r m a c e u t i c a l  s e r v i c e s .
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BY THE HEALTH, EDUCATION AND
1 IN THE HOUSE SOCIAL SERVICES COMMITTEEs
2 CS FOR HOUSE BILL NO. 209 (HESS)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

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

7 pharmacists; adding pharmaceuticals to the Medicaid

8 program; and providing for an effective date."

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

10 * Section 1. AS 08.80.295(a) is amended to read:

11 (a) Unless the prescriber expressly states that a prescription
■»

12 is to be dispensed only as written [EXCEPT AS LIMITED BY (b) AND (c)

13 OF THIS SECTION, WITH THE CONSENT OF THE PURCHASER], the pharmacist

14 may substitute a drug product with the same generic name in the same

15 strength, quantity, dose and dosage form as the prescription, provided

16 the substitute drug [PRESCRIBED DRUG WHICH] is, in the pharmacist's

17 professional opinion, therapeutically equivalent and meets the stan-

18 dards of (g) of this section. The [UPON SUBSTITUTION THE] pharmacist

19 shall notify the purchaser and the prescriber [PERSON WHO PRESCRIBED

20 THE DRUG] of the substitution^ and shall record on the prescription

2 1 and keep a record of the name and manufacturer of the drug

22 substituted. If a substitution is permitted under this section but

23 the pharmacist does not make the substitution, the pharmacist shall

24 inform the purchaser that a substitution was not made and the reason
I

25 why it was not made.

26 * Sec. 2. AS 08.80.295 is amended by adding new subsections to read:

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

28 section incurs no greater liability in filling the prescription by

29 dispensing the equivalent drug product than would be incurred in

- 1 - CSHB 2 0 9 (HESS)



1 filling the prescription by dispensing the prescribed brand name drug.

2 (j) Every pharmacy shall post a sign in a location easily seen

3 by patrons at the counter where prescriptions are dispensed stating

4 that "Under Alaska law a therapeutically equivalent but less expensive

5 drug may, in some cases, be substituted for the drug prescribed by

6 your doctor. Please consult your pharmacist or physician." The

7 printing on the sign shall be in block letters not less than one inch

8 in height.

9 * Sec. 3. AS 17.20.105(b) is amended to read:

10 (b) In preparing a prescription, a pharmacist may [NOT] substi­

ll tute a drug only in accordance with AS 08.80.295 [FOR A REGISTERED

12 BRAND OR TRADE NAME PRODUCT SPECIFIED UNLESS THE PHARMACIST OBTAINS

13 PERMISSION FROM THE AUTHOR OF THE PRESCRIPTION; BUT IF THE PRESCRIBING

14 PHYSICIAN, OSTEOPATHIC PHYSICIAN, DENTIST OR VETERINARIAN IS TEMPO-

15 RARILY UNAVAILABLE, THE PHARMACIST MAY, IF UNABLE TO SUPPLY THE DRUG

16 REQUESTED, SUBSTITUTE A DRUG OR PREPARATION OF APPROXIMATELY EQUAL

17 THERAPEUTIC VALUE SO LONG AS THE PHARMACIST NOTIFIES THE AUTHOR OF THE

18 PRESCRIPTION AT AN EARLY OPPORTUNITY].

19 * Sec. 4. AS 47.07.030 is amended to read:

20 Sec. 47.07.030. MEDICAL SERVICES TO BE PROVIDED. Medical ser-

2 1  vices to be offered to eligible persons include inpatient hospital,

22 outpatient hospital, rural health clinic, outpatient surgical care

23 centers, laboratory and X-ray, refractions and eye examinations by

24 ophthalmologists or optometrists, eyeglasses prescribed by a physician

25 skilled in diseases of the eye or by an optometrist, inpatient psychi-

26 atric hospital for persons age 65 or older and persons under age 21,

27 skilled and intermediate nursing home, physician, nurse midwife, home

28 health care services, early periodic screening diagnosis and treatment

29 of persons under 21 years of age, clinic services, treatment of

CSHB 209(HESS) - 2 -



1 speech, hearing and language disorders, physical therapy, occupational

2 therapy, prosthetic devices and medical supplies, long-term care
r

3 noninstitutional services, prescribed drugs, and reasonable transpor-

4 tation to and from the point of medical care. Additional services may

5 not be provided unless approved by the legislature.

6 * Sec. 5. AS 47.07.035 is amended to read.

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

8 fiscal year is inadequate to finance the total medical assistance

9 program under this chapter, the department shall, to the extent that

10 federal law and funding permits, provide medical assistance in the

11 following order:

12 (1 ) aged, blind, or disabled persons who

13 (A) do not receive supplemental security income under

14 42 U.S.C. 1381 - 1383c (Title XVI, Social Security Act) because

15 they do not meet income and resources requirements; and

16 (B) are eligible to receive an optional state supple-

17 mentary payment;

18 (2 ) persons in a medical or intermediate care facility

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

20 300 percent of the supplemental security income benefit rate

21 under 42 U.S.C. 1381 - 1383c (Title XVI, Social Security Act);

2 2 and

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

24 supplementary payment if they left the facility;

25 (3) persons under 21 years of age

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

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

28 public funds; and

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

- 3 -  CSHB 2 0 9 (HESS)



1 institutions;

2 (4) persons under 21 years of age who

3 (A) receive treatment in a psychiatric hospital; and

4 (B) are financially eligible as determined by the

5 standards of 42 U.S.C, 601 - 615 (Title IV-..*, Social Security

6 Act, Aid ts Families with Dependent Children);

7 (5) persons under 21 years of age who are

8 (A) in an institution designated by the department as

9 an intermediate care facility for the mentally retarded; and

10 (B) financially eligible as determined by the stan-

11 dards of the federal aid to families with dependent children

12 program;

13 (6 ) women who are pregnant;

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

15 benefits under the federal aid to families with dependent children

16 program because they are not dependent children;

17 (8 ) intermediate nursing home services;

18 (9) prescribed druRs;

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

20 or eyeglasses prescribed by a physician skilled in the diseases of the

2 1 eye or by an optometrist;

22 (1 1 ) T(10 ) 1 treatment of speech, hearing, or language disor

23 ders;

24 (12) [(11)] physical or occupational therapy;

25 (13) [(12)] care at an intermediate care facility for the

26 mentally retarded;

27 (14) [(13)] care at an inpatient psychiatric facility;

28 (15) [(14)] community mental hea.th clinic services;

29 (16) [(15)] surgical care center services;

CSHB 2 0 9 (HESS) -4 -



1 (17) [(16)] nurse midwife services;

2 (18) [(17)] medical supplies and equipment;

3 (19) [(18)] long-term care noninstitutional services.

4 *  Sec. 6 . AS 47.07 is amended by adding a new section to read:

5 Sec. 47.07.400. PAYMENT FOR PRESCRIBED DRUGS. Payment for

6 prescribed drugs must be made in accordance with 42 CFR 447.331,

7 447.332, 447.333, and 447.334.

8 * Sec. 7. AS 47.07.900 is amended by adding a new paragraph to read:

9 (7) "prescribed drugs" has the meaning given in 42 CFR

10 440.120.

11 * Sec. 8 . AS 08.80.295(b)„ (c), and (f) are repealed.

12 * Sec. 9. This Act takes effect October 1, 1985.
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Introduced: 2/18/85
Referred: Health,Education & 
Social Services and Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 209 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to pharmaceutical medical assistance

for needy persons; and providing for an effective 

date."

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

* Section 1. AS 47.07.030 is amended to :aad:

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

vices to be offered to eligible persons include inpatient hospital, 

outpatient hospital, rural health clinic, outpatient surgical care 

centers, laboratory and X-ray, refractions and eye examinations by 

ophthalmologists or optometrists, eyeglasses prescribed by a physician 

skilled in diseases of the eye or by an optometrist, inpatient psychi­

atric hospital for persons age 65 or older and persons under age 21, 

skilled and intermediate nursing home, physician, nurse midwife, home 

health care services, early periodic screening diagnosis and treatment 

of persons under 21 years of age, clinic services, treatment of 

speech, hearing and language disorders, physical therapy, occupational 

therapy, prosthetic devices and medical supplies, long-term care 

noninstitutional services, prescribed drugs, and reasonable transpor­

tation to and from the point of medical care. Additional services may 

not be provided unlers approved by the legislature.

*  Sec. 2. AS 47.07.035 is amended to read:

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

fiscal year is inadequate to finance the total medical assistance

program under this chapter, the department shall, to the extent that
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federal law and funding permits, provide medical assistance in the 

following Oider: .

(1 ) aged, blind, or disabled persons who

(A) do not receive supplemental security income under 

42 U.S.C. 1381 -- 1383c (Title XVI, Social Security Act) because 

they do not meet income and resources requirements; and

(B) are eligible to receive an optional state supple­

mentary payment;

(2 ) persons in a medical or intermediate care facility

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

300 percent of the supplemental security income benefit rate 

under 42 U.S.C. 1381 -- 1383c (Title XVI, Social Security Act); 

and

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

supplementary payment if they left the facility;

(3) persons under 21 years of age

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

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

public funds; and

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

institutions;

(4) persons under 21 years of age who

(A) receive treatment in a psychiatric hospital; and

(B) are financially eligible as determined by the

standards of 42 U.S.C. 601 -- 615 (Title IV-A, Social Security 

Act, Aid to Families with Dependent Children);

(5) persons under 21 years of age who are

(A) in an institution designated by the department as

an intermediate care facility for the mentally retarded; and 
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1 (B) financially eligible as determined by the stan­

! 2 dards of the federal aid to families with dependent children

3 program;

1 4 (6 ) women who are pregnant;

i 5 (7) persons under 21 years of age who do not qualify for

I. 6 benefits under the federal aid to families with dependent children

1 7 program because they are not dependent children;

i 8 (8 ) intermediate nursing home services;

? 9 (9) prescribed drugs;

1 10 (1 0 ) eye examinations by an ophthalmologist or optometrist:

i  11 or eyeglasses prescribed by a physician skilled in the diseases of the

12 eye or by an optometrist;

I 13 (1 1 ) [(1 0)] treatment of speech, hearing, or la iguage disor­

5 14 ders ;

1 15 (1 2 ) [(H)] physical or occupational therapy:

1 16 (13) [(12)] care at an intermediate care facilitv for the

1 17 mentally retarded;

1 18 (14) [(13)] care at an inpatient psychiatric facility:

"i 19 (15) [(14)] community mental health clinic services:

k 20 (16) [(15)] surgical care center services:

| 21 (17) [(16)] nurse midwife services:

1 22 (18) [(17)] medical supplies and equipment:

H 23 (19) [(18)] long-term care noninstitutional services.

£j 24 * Sec. 3. AS 47.07 is amended by adding a new section to read:

25 Sec. 47.07.400. PAYMENT FOR PRESCRIBED DRUGS. Payment for

1 26 prescribed drugs must be made in accordance with 42 CFR 447.331 ,

1 27 447.332, 447.333, and 447.334.

1 28 * Sec. 4. AS 47.07.900 is amended by adding a new paragraph to read:

% 29 (7) "prescribed drugs" has the meaning given in 42 CFR
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440.120.

* Sec. 5. This Act takes effect October 1, 1985.
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