


The HB 508

HOUSE BIEL HOI 508" OUT OF STATE PHARMACIES
"An Act relating to pharmacies of the state."
RECOMMENDATIONS: : A [ A the same title
[ ] be replaced with [la new title
[ ] have attached amendment(s)
[A] do pass
[ ] do not pass
[ ] no recommendation
[ ] individual recommendations
[ ] additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ Jfiscal impact [ ] fiscal note(s)
[ lzero fiscal note_ [/} zero fiscal note(S)Gm » Q<.
[ Jzero with analysis [ ] zero /analysis
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BILL VERSION: CSHB 508 (HESS) No. 3
1990 ?_E%TIEL%\FT&}EA%SION PUBLISH DATE: HOUSE 3/2(6/90) :
FISCAL NOTE

REQUEST:
Revision Date: _ _ Agency Affected: Commerce & Economic Dev.
Title ;An Act relating to pharmacies BRU: Occupational Licensing

located outside of the state.
Sponsor: Rep. Menard, Donley, Hanlev

Components:.
Requestor House HESS P

EXPENDITURES/REVENUES:  (ThousandsofDollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES
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CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
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ANALYSIS :  (Attach a separate page if necessary)

HB 508 creates another pharmacy licensing category by registering outside
pharmacies that ship, mail or deliver prescription drugs into Alaska. New
funds are not required to implement the bill. **Revenues: A registration
fee will be charged however, at this time we are unable to estimate revenues
until the number of outside pharmacies affected by the bill is known.
Preparedby: Jelli—fer Strickler, Administrative Officer  Ph»n» - A65-2144

nivkinn: Occupational Licensing . March 20. 1990
Approved by Commissioner:  Larry Merculieff Dale: ~ n e
Agency:  Commerce and Economic Development X
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Office of Management and Budget
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HOUSE LABOR AND COMMERCE COMMITTEE A

ALASKA STATE LEGISLATURE P.0. BOX Y, JUNEAU 99811
(907) 465-3892 -

April 3, 199C

LETTER OF INTENT TO

CS HB 508 (HESS)

It is the intent of the legislature that state contracts for pharmaceutical
supplies should be granted to Alaskan pharmacies to the maximum extent
permissible under state law. State contracts for health insurance and other
health programs which utilize mail order drug prescription services shall not
be limited to pharmacies registered under AS 08.80.158 to the exclusion of
Alaskan pharmacies. All state proposals to supply health care must solicit
equivalent mail order drug services from Alaska pharmacies.

Representative Dave Ddftley, Chair
House Labor and Commerce Committee



HEALTH. EDUCATION AND SOCIAL SERVICES COMMITTER

ALASKA STATE LEGISLATURE P.0. BOX V, JUNEAU 99811
HOUSE OF REPRESENTATIVES (907)4*5-3759

March 23, 1990

Letter of Intent to
CSHB 508 (HESS)

It is the intent of the legislature that state contracts
for health insurance and other health programs which utilize
mail order drug prescription services not be limited to
pharmacies registered under AS 08.80.158 to the exclusion of
Alaskan pharmacies. It is the intent of the legislature that
all state proposals to supply health care services be required
to solicit equivalent mail order drug services from Alaskan

pharmacies.
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HOUSE COMMITTEE REPORT

Y,
Iga)te Referred: February 9, 1990 FURTHER REFERRALS:
LABOR & COMMERCE

Date of Committee Action:

The HEALTH. EDUCATION. & SOCIAL SERVICES Committee considered: HB 508
HOUSE BILL NO. 508 REGISTRATION OF OUT OF STATE PHARMACIES

"An Act relating to pharmacies located outside of the state."

RECOMMENDATIONS:
be replaced with

have attached amendment(s)
do pass

do not pass

no recommendation
individual recommendations

additional referral®-to the Committee
ADOPTS: I W aim ) letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ ] fiscal Impact [ ] fiscal note(s)
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Emexs,Hurd,Kegler & Ritter Co., L.RA.

ATTORNEYS AND COUNSELORS AT LAW

ALLEVATO MARIE L. APPLEBY
BJERKE CAPITOL SOUARE ANN L. COLUSSI
PR o PDEOPES'ADAD?AUZVARDIS
£ R P rELEAR SUITE 1800 JASON M. DOLIN
D EMENS DANIEL E. FOX
CE F. FEHELEY 65 EAST STATE STREET MICHAEL J. GALEANO
RAY DONALD W. GREGORY
HANOLAN COLUMBUS. OHIO 432 15-4294 ROSIN SMITH HOKE
C. HERTENSTEIN R. KEVIN KERNS
W. HILL NANCY L. KOERNER
HOLLIKER OAVID A. KULWICKI
. HURD TELEPHONE: (6141 462-5400 ANN M. O'CONNELL
J. KEGLER MICHAEL G. O'KAN E
McCLATCHEY TELECOPIER: 464-2634 SHELLEY A. MCBRIDE
MC N D HERBERT M. RICHARD
c. EENSkHO cable: law ehkr RICHARD P. ROSENBE
RITTER. JR. STEVEN R. RUSSI
. SUGARMAN telex: 24667 1 O. JUDSON SCHEAF 1l
YKES KARL W. SCHEDLER
e
LY eI March 3, 1990 MICHAEL E. SCOL.'ERE
E. WOLPER AMY M. SHEPHERD
E . V/OODRUFF S. MARTIJN STEGER
EL E. ZATEZALO TIMOTHY T. TULLIS
NICK J. VIZY
OF COUNSEL
JOHN C. DEAL
ROBERT D. MAROTTA
. . RONALD L. MASON
S. NOEL MELVIN
The Honorable David Donley, (;hawperson S, NOEL MELVIN ~
House Labor & Commerce Committee
Alaska State Legislature
State Capitol Building, Room 17
Juneau, Alaska 99801
Re: State of Alaska Pharmacy Legislation - House Bill No. 508

Dear Chairman E llis:

| am writing this letter to you in my capacity as Regulatory

Counsel for Medco Containment Services, Inc. ("Medco"), to
include each of its regionally located mail service pharmacies,
all of which provide safe, cost-effective prescription drug

therapy to the members and beneficiaries of major corporations,
unions and retiree groups, to include many that are Alaska
residents. Medco respectfully submits that House Bill No. 508,
to the extent it would condition licensure upon compliance, by a
non-resident pharmacy, with reasonable standards of disclosure to
the Alaska Board of Pharmacy and those statutory oprovisions
presently ‘incorporated in the Dbill, is a responsible exercise of
a state's power to regulate given the various constitutional
protections afforded businesses which are engaged in interstate
commerce, For these reasons, Medco supports House Bill No. 508,

The regulation of out-of-state drug outlets, and
particularly mail service pharmacies, has been the subject of
frequent, and often emotional, debate over the last several
years. There can be little doubt that the debate has been fueled
by the rapid growth of mail service pharmacy. Medco, along with
those pharmacies operated by the Veterans Administration and the
AARP Pharmacy Service, have been at the forefront of this growth.
The lines of debate are well-drawn: some, sectors of the retail
pharmacy community seek licensure restrictive in nature for the
singular purpose of precluding the operation of a mail service
pharmacy on an interstate basis and thereby eliminating a
competitive force in the marketplace. Licensure of this nature
is often argued in the guise of health and safety <concerns,
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concerns which are not supported by an informed knowledge of mail
service pharmacy and particularly when mail service pharmacy is

evaluated in the <context of total pharmacy practice. On the
other hand, those engaged in the practice of mail service
pharmacy, when denied the opportunity for meaningful, objective
dialogue, have correctly relied wupon the various constitutional
arguments which preclude such restrictive licensure. These
constitutional arguments are several, but revolve primarily
around the Commerce Clause of the Constitution of the United
States of America. The constitutional arguments become all the
more meaningful in light of the extensive state and federal
regulation applicable to the practice of pharmacy, to include
mail service pharmacy. Moreover, in addition to licensure as a
community or retail pharmacy in the state where the pharmacy s
located and licensure at the federal Jlevel, mail service
pharmacies have established an historical record, in terms of the

public health and safety, which simply does not support the need
for restrictive licensure.

On the contrary, those reports which have been published by
responsible, objective reviewers over the years have found no
documented, credible evidence which compromises the health and
safety record of mail service pharmacy or otherwise justifies
restrictive licensure. In addition to favorable reports from the
Federal Trade Commission, the American Medical Association, and
various state legislative studies, a December, 1989 report issued
by the State of Maine is particularly relevant to House Bill No.
508. Specifically, the Joint Standing Committee on Business
Legislation of the Legislature of the State of Maine conducted
hearings to review, among other issues, the safety impact of mail
service pharmacy. In adopting Cost Containment for Prescription
Drugs (December, 1989), the Committee concluded, in pertinent
part as follows:

The Committee found no evidence that there was any
difference in safety between having a prescription
filled by mail and through an in-state pharmacy.

To the extent a state would have the power to regulate in
this area, House Bill No. 508 closely parallels the form of a
California statute now adopted in a number of other states.
Commonly known as the California Disclosure Legislation, this
statute, supported during the legislative process by Medco and
the AARP Pharmacy Service, regulates mail service pharmacy in a
manner consistent with constitutional and professional practice
standards. Therefore, Medco respectfully wurges you to support
House Bill No. 508.
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[f you have any questions relative to this matter, or desire
further information, please do not hesitate to contact me.

Robert D. Marotta

RDM/trj
Attachment - California Disclosure Legislation
cce: House Labor & Commerce Committee, Members

Gordon S. Harrison, Director
Legislative Research Agency
Alaska State Legislature

Medco Containment Services, Inc.



Senate 201 No. 2213

CHAPTER 1424

An act to amend Section 4094.6 of. to add Sections 4050.1 and 4383
to, and_to add and repeal Section 43506 of, the Business and Profes-
sions Code, relating to pharmacy, and making an appropriation

therefor.
(Approve Dy, CONe gL SeQLETBET £6 9 ed with
LEGISLATIVE COUNSELS DIGEST .

SB 2213, Craven. P_harma?Z.

Under existing law, it 1s unlawful for any person to, among other
things, sell or dispense any prescription 0f a medical pracfitioner
unless, the person Is a fegistered pharmacist under specified
provisions of the Business and Professions Code. The law requlires an
out-of-state pharmacy which conducts the business of Illng or
glhséprgg(t:mg drugs 1ri this state to be b'censed by the Board of

This b|YI would require any pharmacy, as specified, located outside
this state which ships, mails, or delivers any controlled substances or
dan?erous dru_?_s or glevices into this state o register with the board,
((:i(l)srgz ?tsignspeu led Iinformation to the board, and meet other

The _bllfwould authorize the hoard to deny, revoke, or suspend a.
nonresident pharmacy re_?lstr_atlon for failure to comply with
specified prqvisions of California law and, until Januar?/ 1,1992, for
conduct which causes serious bodily or psychological injury to a
resident of this statg If the regulator agency.in the state where the
pharmacy Is located fails to Initiate an mves égatlonmto the matter
within 4 d? s of being notified bg{ thgb ard., _

The bill alSo would gr_ohl It specified advertisements with regard
to unregistered, nonresident pharmacies, _

Existing  provisions, of the Business, and Professions Code
continuously approBorlate the moneys in_the Pharmacy Board
Contingent Fund. Because this bill would increase. the amount of
moneys In the fund, i1t would constitute an appropriation,

Avjolation of those provisions of the Business and Professions Code
constit tfs a nlldedemeanor. :

This bill would impase a state-mandated local program by creating
orrevisingacrime. _ _

The, California Constitution requires the state to reimburse local
a?en(:les and school districts for certain costs mandated b}/_the state,
Statutory provisions establish ~ procedures for malting that
relmburs?men

This bil wouﬁ'd provide that no reimbursement is required by this

% %0
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act for a specified reason.
Appropriatign: yea.

Thepeople o fthe Stste of California do enact as follows:

SECTION 1 (a) The Le islature finds and declares that the
Practrce of pharmagy. Is a dynamic, patrent -oriented health service
hat a resascrentr cbodfy of knowled ge to improve and promote
atre i hea th by means of appropriate drug use and drug related

gb yrhe Legislature recognrzes that with the proliferation of
alternate methods of health delivery, there has arisen among
third-party r[)ayers and insyrance companjes the desrre to control th
cost and “u |I|zat|on of Rharmacy seryices through a variety o
mechanisms, includ mg t e use of mail order pharmacies located
outsrde the Sta[e of California.
Asaresult, the Le Islature finds and declares that to continue
to protect the Caljfornia consumer-patient, all out-of-state
pharmacres that provide service to California residents shall be
grstered with the bOﬁrd disclose specific mformatr?n bout their
efvices, and provide pharmacy services at-a high level of protection
and comzpetenc
c d t Section 4050.1 is added to the Business and Professions
ode, to re
4050.1. ?a Any pharmacy located outsrde thrs state which ships,
ails, or delivers, inan manner ) ir% led su stances or dangerous
rugs or devices into this state’ sh a e considered a nonresident
harmac ,shall be regrstered with the board, and shall disclose to the
oard all of the fol owrnr%

1) The location, names and titles of all prrncri)al corporate
offrcers and all pharmacrstswho are dispensing controlled substances
or dangerous rugs or devices to residents of this state. A report
contarnrn éhrs information shall be magde on an annual bgsis and
wrthrn 3 . ays after any change of office, corporate officer, or

armacis
ph 822 That if complies wrth all Iawful directions and requests for
Information, from die requ atory or rcensrn? ency of the state In
which it is licensed as wéll as with all requests for inf ormatron made
by the board ursuant to this section. The, nonresr dent pharmacy
shall marntarn at (jrl times, a valid unexp |re license, Permrt or
registration to conduct the. pharmacy in compliance with the laws, of
the state inwhich it is a resident. As prereqursrte to registering with
the board, the nonresident pharmagy shall submit a copy of thé most
recent |nsr[)ectron report resulting from an inflection conducted b
the requlatory or licensing agency of the state Inwhich it is located.
hat it mainains its. records of controlled substances or
dangderous dru sor ?vrcesdrspensed to pﬁtrentsrn this state so that
the Tecords are readily retrievable from ‘the records of other drugs

% 9



—3- Ch. 1424

dis nsed
g pharmac subject to this sectron shall, durin rtsre ular
haurs of eratron ut ot less than six days per week, or a
mrnrmurn f40 hours per week, provide a tol feetelephoneservrce
to facilitate communrcatron between patrents in this state and a
harmacist at the ph armac?/ who has access to the patrentsrecords
his toll-free number shall be disclosed on a label affixed 'to each
container of drugs dispensed to patients In this sfate.
()(c) fThe regrs ratro fee shall be the fee specified in subdivision

a) 0f Section 44

é ? The reggstratron requrrements of this section and Sections

0.6 and 4383, shall apply only to a nonresident pharmacy which
onIy ships, majls, or deIrvers controlled substances and_dangerous
ru%s and’ devrces Into this state pursuant to a prescription.

3. Section 4084.6 of the Business and Professions Code is
amended to read

4084.6.  No out-of-state manufacturer, wholesaler, or pharmacy
doing busingss in this state who has not obtained a certificate, license,
permit, registration, or exemption from the board and who sells or
drstrrbutesdrugsmthrsstatet rou ané/ person ormedra other than
a wholesaler ‘who hi”* obtaine ertificate, license, permit,
regrstratron orexemptron pursuant to the provisions of this Chapter
orth roug a selling or distribytion outlet which 1s licensed as a
wholesaler pursuant to the rovIsions of this chapter, shall .conduct
the business of sellrnr_{ istributing drugs In this state without
obtarnrn% an out-of-state drug distribu orslrcense from the board or
registeri %asanonresrdent harmacy.

pplications for an out-of-state drug distributor’s license or a
nonresident pharmac re rstratron under this section shall be made
on a form furnished b he board. The hoard may require such
information as the board deems is reasonably necessary to carry out
the purposes, of the section.

The board may den revoke or susRend such out- of state
dis rrbutors Ircense for a violation of this chapter_or for any
vro atron o Division 2 mmencrn with Section 26001) of the

afetby Co e The rcense or nonresident pharmac
regrstratron shall be renewed annually on or before the first day of
January of each year.

The egrslatu by enacting this section, does not intend a license
or nonreSident Rharmacy regrstratron issued to any_ out-of-state
manutacturer, wholesaler or pharmac tbursuant to_this section to
change or affect the tax liabil r%rm osed Hy Chapter 3 (commencin
with “Section 23501) of Part Division 2 of the Revenye an
Taxatron Code on any out-of-state manutacturer, wholesaler, or

The Le/ rslature b enacting this section, does not intend a license

or nonresr dent % armac registration, issued to any. out-of-state
manufacturer, olesaler or pharmacy pursuant to this section to

% UG
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serve ms any evidence that such out-of-state manufacturer,

wholesaler, of ;t)harmac IS dongjgegusmess within this state.
SEC. 4. Section 435 615 added to the Business and Professions

Code, to re
4%%08 ?&S The board. may deny, revoke, or suspend a
nonresident pharmacy registration for fallure to comply with any
requirement of Section 4050.1 or 4383 or for any failure’to comply

with Sectlon 11164 of the Health and Safety Code.

board may C\)/ revoke or suspend a nonre5|dent

pharmac reg |strat|on for conduct which_ causes serious bodi dy
senous gs%cholo ical mh ry to are3|dent ofthis state if the boar has
ref erre the mater to eregu latory orhcensmg a%encylnt estate
In wh |c t e pharmacy Is located and the requlatory”or |censm
T(T;]ency fai sto |n|t|ate an |nvest|%at|on Wlthln da softhe referral.

e board shall obtain and maintain a record of réferrals pursuant
to this subdivision and any action taken thereon and shaII eport its
findings to the Le%nslature on or before March 31,1

This'section shall be operative untllJanuar 1,199, and as of that
date, is repealed unless alater enacted statute deletes or extends that

c ngCtS Section 4350.6 is added to the Business and Professions

ode, to read:

4350.6. The board may deny, revoke, or suspend a nonresident
harmacy re |strat|onforfallure to comply with any requirement of
ection 40501 or 4333 or for any failure to Comply with Section 11164
of the Health and Safety Codg.

Th|s section shall become operative on Janyary 1,192
6. Section 4383 1s added to the Business and Professions
Code to read:
4383, 1t is unlawful for any nonresident pharmacy which is not
%lstered pursuant to Section 4050.1 to advertise its Services in this
ate, or for any person whois a reS|dent of this state to advertise the
pharmacy services of a nonre3| ent R armacy w hich has not
registered with the Dboard, with the nowe ge that the
advertisement will or is likely to jnduce members ofthe public in this
state to use the pharmacg to fill prescri t|ons
SEC. 7. No reimbursement | redm ed by this act pursuant to
Sectlon 6 of Article X111B of th" California Constitution pecause the
Ycostswhtch macy be incurred by a local agenc orschool district
be incurred because this act ¢ eates a new crime or in ractlon
changes the definition ofa crime or Infraction, changes the penalty
for a crime or Infraction, or eliminates a crime or infraction.

% 140
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" Alaska State Legislature
=P HOUSE OF REPRESENTATIVES

(Official Business P.0. Box V
State Capitol

Juneau. Alaska 99811

MEMORANDUM

TO: Representative David Donley
Chair - Labor and Commerce Committee
FROM: Representative Curt Menard
DATE: March 23, 199C
RE: HB 508 - An Act relating to pharmacies located

outside of the state

A growing number of out-of-state pharmacies
distribute prescription drugs to Alaska residents
without any oversight of their activities. This
legislation addresses that lack of consumer
protection.

HB 508 passed from House HESS this morning and will
he in your committee next. | respectfully request
that a hearing be scheduled at your earliest
possible convenience.

Thank you for your attention to my request. If you
have any questions, please call lola at 4944
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3122190
Original sponsor(s): REP. MENARD, Donley, Hanley, Collins, Jacko

L IN THE HC. BY THE HESS COMMITTEE

2 CS FOR HOUSE BILL NO. 508 (HESS)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

g SIXTEENTH LEGISLATURE - SECOND SESSION

) A BILL

6 For an Act entitled: "An Act relating to pharmacies located outside of the

7 n

state.

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

) * Section 1. AS 08.80 is amended by adding a new sectionto read:

10 Sec. 08.80.158. REGISTRATION OF PHARMACIES LOCATED OUTSIDE OF
= STATE. (@ A pharmacy located outside of the state thatships,

1 mails, or delivers prescription drugs 1into the state shall register
3 with the board.

4 (b) A  pharmacy registeringwith the board under (a) of this
B section shall furnish to the board annually

16 (1) the location, names, and titles of all principal corpo—
17| rate officers and of all pharmacists who are dispensing prescription
18 drugs to residents of the state;

& (2) a copy of a current valid license, permit, or registra—
20 tion to conduct operations in the jurisdiction in which it is located,
2 and a copy of the most recent report resulting from an inspection of
2 the pharmacy by the regulatory or licensing agency of the jurisdiction
2 in which the pharmacy is located;

a (3) a sworn statement indicating that the pharmacy complies
5 with all Jlawful directions and requests for information from the
2% regulatory or licensing authority of the jurisdictionin which the
d pharmacy 1is licensed; and

28 4) proof satisfactory to the board that the pharmacy
& maintains 1ts records of prescription drugs dispensed to persons 1in

1- CSHB 508 (HESS)
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the state so that the records are readily retrievable from the records
of other prescription drugs dispensed by the pharmacy.

(c) Apharmacy subject to this section shall, during its reqular
hours of operation, provide a toll-free telephone service to facili-
tate communication hetween persons in the state and a pharmacist at
the pharmacy who has access to records concerning the dispensing of
prescription drugs to persons in the state. The toll-free number and
the hours that the service is available shall be disclosed on a label
affixed to each container of drugs dispensed to persons in the state.
The telephone service shall be available at le'st 40 hours a week and
at least six days a week.

(d) The board may, after a hearing, deny, revoke, or suspend the
registration of a pharmacy located outside of the state if the phar-
macy fails to comply with the requirements of this section, AS 17.~
20.080 - 17.20.135, or AS 17.30.020 - 17.30.080, or if the license,
permit, or registration of the pharmacy is denied, revoked, or sus-
pended by the licensing or regulatory agency of the jurisdiction in.
which the pharmacy is located.

(e) A pharmacy located outside of the state that is not regis-
tered with the board under this section may not ship, mail, or deliver
prescription drugs into the state and may not advertise its services
In the state.

(f) A pharmacy subject to this section shall appoint a regis-
tered agent in the state who is empowered to acdeptj o, behalf of the
pharmacy, process, notice, and demand required or permitted by law to
be served upon the pharmacy. If the pharmacy fails to appoint an
agent under this subsection, if the registered agent cannot with
reasonable diligence be found at the registered office, or if the
registration of the pharmacy is suspended or revoked, the commissioner

CSHB 508(HESS) 2-
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of commerce and economic development is an agent upon whom process,

notice, or demand may be served. Service is made upon the commis-

sioner in the same manner as provided for corporations under AS 10.-
except that for the purposes of AS 10.06. 775(b)(2)(,

by the records of the board.
* Sec. 2. AS 08.80.160 is amended by adding a new paragraph to read:
(14) registration of a pharmacy located outside of the
state.
* Sec. 3. AS 08.80.480 is amended by adding new paragraphs to read:
(19) "pharmacy located outside of the state” means a phar-
macy that prepares or mixes prescription drugs outside of the state,
regardless of the location at which those drugs may be shipped, mail-
ed, or delivered to the consumer;
(20) "prescription drug" means a drug other than a nonpre-

scription drug.

-3- CSHB 508 (HESS)
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HB 608: An Actrelating to pharmacies located outside ofthe state.

HB. 508 establishes requirements for pharmacies located outside. of Alaska to
Stﬁ the Alaska Board, of lghaFr)macy lee aharmacy sﬁlps, maslrs, or

ister wi
detivers prescrlptlon rugs Into the state.

eaﬂt -of- tae rmac W|lI ber uwed to mee ertaln crlt?rl establlshed |n
the b |nc re | trat |on? e names an ocat |o?s? armamssw
s#)ense rescrl ugs to Alaska residents, 2) proo aintenance 0
rent i en tlve harmaak; HS ?citlon I {urls Iction In WhIChf]
arma 18, ocat %o I|ance it aws 0 t Icens autnorl within
e jurisdiction W re’t aa}/ sBocated a }AP q( att e pharmacy
ma readl yretrlevet erecor ugB prescribed to Alaska residents.

Frre&]ﬂ% Alaska is not able to monltor or |dent m r? (wé %ﬁaséatel_@agggameﬁ

wLOW { Ib%ﬁ S}f(rESCéI ran Oqtrul9 o reSId%} Sre uwe glstratlon of “outsider
armacles fl (?f ortneir

us, QFOXH] INg SOME IEve OVGI‘S f'l é“ﬂln mal -
tl Itl S1n f( l'l' nt lack W 0T outsl armamast af
mall, Snip or aeliver prescrip |on rugs |n S a ralses consumer protection

CONCErnS.
Ph rmacies located jn Alaska are re atedb Iaw to protect the health, safet
rwceﬁ ? e[ l<an CONSuUMmers. g[g dout3| e the stat wehg

re of A dﬁ ar{p 1eS oc@
askare3| nts |thﬁ3rescr|pt|o r ssh e sub eCtl-PBSgHZSe egree
ofregulatory oversig or this reason, the partment supports

Larr I\/Ierd"le{'& Commissioner

@P rtment.o ommerce an

onomic Development
Date:  3-20 -70

LL M/RPB/JS/wfd2162W

32090a



Emexs,Hurd,Kegler & Ritter Co., L.P

ATTORNEYS AND COUNSELORS AT LAW

A
ﬁTO CAPITOL SQUARE Aﬁ'g. l(P)L%'EIBY
OWNo e EaR SUITE 15CO % O a\AROIS
%éNHgLEY 65 EAST STATE STREET é w é;g@gg?
ANy gy T COLUMBUS. OHIO <43215-4294
A" A (PRER
kGi:ER LEPHONE: <6141 462-5400 'oc%r ﬁg
ATCHEY TELECOPIER: <164-2634 '
Mlzo cable: law ehkr Mﬁé: E gEﬁgy I
RMAN telex: 246671 % c A%FIII
A .
. MANN. JR
| March 3, 1990 0 ESE@ E
M
i A
NI 1Zy
T
The Honorable Johnny EIlis, Chairperson Ig; 'IElellL 0U5
House Health Education & Social Services Committee
Alaska State Legislature /
State Capitol Building, Room 106 Vv
Juneau, Alaska 99801
Re: State of Alaska Pharmacy Legislation - House Bill No. 508

Dear Chairman Ellis:

I am writing this letter to you in my capacity as Regulatory

Counsel for Medco Containment Services, Inc. ("Medco")/ to
include each of its regionally Jlocated mail service pharmacies,
all of which provide safe, cost-effective prescription drug

therapy to the members anJ beneficiaries of major corporations,
unions and retiree groups, to include many that are Alaska
residents. Medco respectfully submits that House Bill No. 508,
to the extent it would condition licensure upon compliance, by a
non-resident pharmacy, with reasonable standards of disclosure to
the Alaska Board of Pharmacy and those statutory provisions
presently ‘incorporated in the Dbill, is a responsible exercise of
a state's opower to regulate given the various constitutional
protections afforded businesses which are engaged in interstate
commerce. For these reasons, Medco supports House Bill No. 508.

The regulation of owut-of-state drug outlets, and
particularly mail service pharmacies, has been the subject of
frequent, and often emotional, debate over the last several
years. There can bhe little doubt that the debate has been fueled
by the rapid growth of mail service pharmacy. Medco, along with
those pharmacies operated by the Veterans Administration and the
AARP Pharmacy Service, have been at the forefront of this growth.
The lines of debate are well-drawn: some sectors of the retail
pharmacy community seek licensure restrictive in nature for the
singular purpose of precluding the operation of a mail service
pharmacy on an interstate basis and thereby eliminating a
competitive force in the marketplace. Licensure of this nature
is often argued in the guise of health and safety concerns,
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concerns which are not supported by an informed knowledge of mail

service pharmacy and particularly when mail service pharmacy s
evaluated in the context of total pharmacy practice. On the
other hand, these engaged in the practice of mail service
pharmacy, when denied the opportunity for meaningful, objective
dialogue, have correctly relied wupon the various constitutional
arguments which preclude such restrictive licensure. These
constitutional arguments are several, but revolve primarily
around the Commerce Clause of the Constitution of the United
States of America. The constitutional arguments become all the
more meaningful in light of the extensive state and federal
regulation applicable to the practice of pharmacy, to include
mail service pharmacy. Moreover, in addition to licensure as a
community or retail pharmacy in the state where the pharmacy s
located and licensure at the federal level, mail service
pharmacies have established an historical record, in terms of the

public health and safety, which simply does not support the need
for restrictive licensure.

On the contrary, those reports which have been published by
responsible, objective reviewers over the years have found no
documented, credible evidence which compromises the health and
safety record of mail service pharmacy or otherwise justifies
restrictive licensure. In addition to favorable reports from the
Federal Trade Commission, the American Medical Association, and
various state legislative studies, a December, 1989 report issued
by the State of Maine is particularly relevant to House Bill No.
508. Specifically, the Joint Standing Committee on Business
Legislation of the Legislature of the State of Maine conducted
hearings to review, among other issues, the safety impact of mail
service pharmacy. In adopting Cost Containment for Prescription
Drugs (December, 1989 ), the Committee concluded, in pertinent
part as follows:

The Committee found no evidence that there was any
difference in safety between having a prescription
filled by mail and through an in-state pharmacy.

To the extent a state would have the power to regulate in
this area, House Bill No. 508 closely parallels the form of a
California statute now adopted in a number of other states.
Commonly known as the California Disclosure Legislation, this
statute, supported during the legislative process by Medco and
the AARP Pharmacy Service, regulates mail service pharmacy in a
manner consistent with constitutional and professional practice
standards. Therefore, Medco respectfully wurges you to support
House Bill No. 508.
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If you have any questions relative to this matter,

or desi

further information, please do not hesitate to contact me

Robert D. Marotta

RDM/trj
Attachment - California Disclosure Legislation

ccC:

House Health Education & Social Services Committee,
Gordon S. Harrison, Director

Legislative Research Agency

Alaska State Legislature

Medco Containment Services, Inc.

Member
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island Pharmacy

3235 Tongass Avenue
Ketchikan, Alaska 99901
225-6186

February 19, 1990

Representative Curt Menard
P.0. BOX V
Juneau, Ak 99811

Dear Representative Menard,

Thank you for sending me a copy of the proposed legislation on regulating pharmacies
outside the state of Alaska. Additionally, 1 would like to thank you for taking the
time and effort to propose such legislation. In looking over the draft 1 see no
major flaws and it appears to be pretty straight forward. It should be something
that any mail order pharmacy should be able to comply with if they wish to do
business in Alaska.

IT it is possible 1 would like to be informed of the Bill number when you introduce
it into the house so that | may contact the elected officials in my district to ui_,e

their support of this viable piece of legislation.

Thank you again for your efforts and Thanks for supporting your family pharmacist.

Very Truly Yours,

Barry D. Christensen
Pharmacist



ALASKA STATE LEGISLATURE

REPRESENTATIVE CURT MENARD

165 E. Parks Hwy. P.0. Box V
Wesilla, Alaska 99687 Juneau, Alaska 99811
(907) 373-2878 (07) 4657679
TO: Members of the House Health, Education
and Social Services Committee
FROM: Representative Curt Menard
DATE: March 20, 1990
RE: HB 508: "An Act relating to pharmacies located

outside of the state."

A significant consumer protection problem was recently brought
to my attention—the growing number of mail order pharmacies
doing business in'the state who are not fully accountable to
their Aluskan customers. To address this problem, and provide
some type of reassurance to Alaskan who rely on those
services, | have introduced HB 508.

This legislation requires any pharmacy located outside of the
state that ships, mails, or delivers prescription drugs into
Alaska to register with the Alaska State Board of Pharmacy.

One very important requirement to bhe met inorder to be
registered, is the provision requiring the out of state
pharmacy to provide a toll free telephone service at least 40
hours per week and at least six days a week. When questions or
problems resulting from prescription medication arise, it is
imperative that the customer be able to contact the dispensing

pharmacist.

This legislation will provide important measures to protect
the health, safety and welfare of Alaskan consumers. Your
support is greatly appreciated. Thank you.

- Co-Chair
Representing the House Resources Committee
Matanuska-Susitna Borough Member

Special Committee on Tounsm
Siate Aftaus Committee



FRANK G. PRATT, R. Ph.
7446 East 20th Avenue
Anchorage, Alaska 99504
(907) 333-8212
5 February 1990

Rep. Curt Menard
P.O. Box V
Juneau, AK 99811

Dear Curt:

I have received and reviewed your draft of proposed
legislation to control mail order pharmacies doing business with
customers in the State of Alaska

I commend you on your actions, Curt. It is far past time that
this type of legislation was enacted to protect the citizens of OQur
Great Land.

I have some misgivings about the Board's ability to actively
enforce such legislation with the manpower currently available;
but, one step at a time!

Very sincerely



Public Employees Retirement System
Teacners Retirement System
Judicial Retirement System
E'ectec] Public Otficers Retirement System
National Guarp Retirement System
Territorial Retirement S.stem
Met'iees Voluntary Oentai Vision AuJ'O Rian

DEPARTMENT OF ADMINISTRATION (UISBI emla'i?g?r%sa?@%ts
eé%@%w
ic Epioyers

DIVISION OF RETIREMENT & BENEFITS Qi .
PLEASE REPLY TO: alge(m\/OonrmullorB

[JPOBOXCR 701 EAST TUDOR ROAD. SUITE 240 STEVE COWPER, GOVERNOR
JUNEAU. ALASKA 99811-0203 ANCHORAGE. ALASKA 90503-7445
PHONE: (907)465-4460 PHONE: (907) 563-5885
Faxi# 465-3086

March 19,1990

The Honorable Curt Menard
Alaska House of Representatives

P.0. Box V
Juneau, AK 99811
Dear Representative Menard:

Your staff requested an analysis from this division of the impact HB 508
would have on the health insurance plan for State of Alaska employees.

The health insurance plan that was negoﬂated last summer by the Alaska
State Emgloyees_Assomanon (ASEA).Includes a provision for grescrlptlon
drugs to be obtained through the mail. | have reviewed HB 508 and do not
see any provisions that would be at cross purposes with the current
negotiated agreement with ASEA or increase the cost of health insurance

premiums.

The mail order prescription drug plan is provided by National Pharmacies,
Inc. through a subcontract with ‘Aetna, our health inSurance carrier. | have
also discussed the bill's requirements with Aetna and have been informed
that National Pharmacies would currently be able to satisfy these
requirements.

Sincerely,
Michael B. Coughlin
Deputy Director
MBC/ks| _
oc.  Sally Smith
Diréctor

Division of Retirement and Benefits
Lynn Withrow

Aetna Life Insurance
Seattle. WA 98111

02-B4LH Note Please include Youf Social Security Nlumoer in AllCorresDondence A Reaues ts Concerning Your Ben



Representative Curt Menard
March 19,-1990

Page?2 |

. (continued)

Frank S. Baxter, CPA
Commissioner o
Department of Administration

Gary Bader .

Deputy Commissioner
Servicés to State Agencles
Department of Administration

Sioux Plummer
Special Assistant .|
Department of Administration

RB90-017
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Representative Curt Menard
Page 3
January 26, 1990

copies of the relevant California statutes. [f this ap-
proach appeals to you, | can draft a bill based on those
statutes (but likely far simpler). Or | can draft a bil
along the lines of your request, that an out-of-state phar-
macy must meet Alaska qualifications, in the hope that the
Board of Pharmacy will someday issue the necessary regu-
lations.

JBG:g¢

G13/071

Enclosure



HOMER PROFESSIONAL PHARMACY, INC.
309 V. Fairview Ave.
Homer, Alaska 99603 PHONE (907)235-8393
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My name is Bill r,arson, I'm Pharmacy Director for Carrs quality
Centers, an Alaskan owned chain of 14 supermarkets operating pharmacies
in Anchorage, Eagle River, Palmer, Wasilla, Kenai, Seward and

Fairbanks. I'm also chairman of the Alaska Board of Pharmacy hut my
comments today are representing myself and carrs Quality Centers and
not necessarily those of the Board. Mail order pharmacy is a difficult
and complex issue and | applaud this committee for undertaking the

controversial task of trying to regulate the. industry.

The idea of sending prescriptions through the mail raises many
guestions which affect all Alaskans. The State is always looking at
ways to create lobs, promote Alaskan industry and local hire yet the
Alaska State employees are being encouraged by Union and state
officials to have their prescriptions filled out of state taking lobs

from Alaskan pharmacists and dollars away from Alaskan businesses. As
you are all aware, the costs of doing business are higher in Alaska
because of our unique climate conditions, transportation costs and
higher wages due to the higher costs of living. In fact, in most state

contracts, Alaskan business is allowed a 5% bid preference, yet when
the state employees chose, mail order pharmacy, Alaskan pharmacies were
not even given the chance to bid on the prescription package, much less
given a 5% bid preference.

The reasons cited by mail order pharmacy for lower prices are as
follows:

1. Mail order is able to buy drugs more inexpensively
because of volume purchasing.

2. Mail order uses more low cost generics.

3. Mail order fills with larger quantities and thereby,
reduces the. number of claims and dispensing fees paid.

Although these are legitimate claims, the fact remains that mail
order is not necessarily cheaper and you don't automatically save mont-.y

using mail order.

1. Chains, cooperatives and independant buying groups
are able to purchase in large volume and are able
to negotiate discounts with manufacturers and
wholesalers, equivalent to the discounts offered
mail order pharmacies.

2. AIll states now have generic substitution laws
which govern the dispensing of generics in the

respective states. These laws allow pharmacists
to substitute generics for the more expensive
Brand name drugs. Many instances of mall order

savings of 40~60% are the comparison of mai
order generics and local Brand name prescriptions,
or really comparing apples and oranges
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3. The fact tnat a mail order pharmacy fills
prescriptions for larger quantities, usually
3-6 month supplys, doesn't automatically save
money. To get a mail order prescription takes
2-3 weeks to be filled and returned. The usual
procedure is to have a 30 day supply filled Tlocally
and then the larger quantity filled via mail order.
This results in a double dispensing fee and large
guantities of drugs being purchased that may be
discontinued or changed and ultimately wasted.

Acute medications, antibiotics and pain drugs, etc. need to he
filled immediately to begin therapy. The patient can't wait for mai
order to deliver his prescriptions and must have them filled locally or

risk discomfort, or worse, hospltilization.

I am not convinced that mail order pharmacy significantly reduces
prescription prices to patients or third party providers but am
concerned that these perceived savings wi.ll come, from inferior drugs or
inadequate patient care.

| support HR 50R and agree with the sponsors that mail order
pharmacy should be required to register with the Alaska Board of
Pharmacy and be held accountable for their practice of pharmacy. Tt
would insure the quality of all drugs imported into Alaska and insure
they were dispensed legally by licensed pharmacists.

tn the past 6 months, the FDA (Food and Drug Administration) has
come under fire for its practice of rating generically equivalent
drugs, test results were questioned, drugs withdrawn and companys
forced out of business by these questionable practices. The Alaskan
Legislature considers quality generic drugs so important they passed
statute 08.80.295 in 1972 and have amended it 4 times since.

HR 508 would require toll free phone service 40 hours per week on
at least 6 days. This requirement is excellent and would provide
customers a chance to obtain additional medical information and get
questions answered. But this doesn't go far enough. Local pharmacists
provide personal consultation during all business hours. At Carrs, a
pharmacist is available 24 hours a day, 7 days a week. They are
constantly asked questions about their prescriptions received through
the mail. Because of the time difference between Alaska and the
continental U.S., the bill should specify the hours the line would be

operational, for example, from 10 AM. to 6 P.M. Monday - Saturday and
insure that the person they talk to is a pharmacist,

Another problem t have with HB 508 is if out of state mail order
pharmacies are required to register with the Alaska Board to mai
prescriptions Into Alaska, would that also require the occasional or

casual pharmacy to register, For example, Carrs has many customers who
winter in Palm springs or Arizona etc. and we mail their prescriptions
to them during the winter, Perhaps we could add a definition to the
bill to define who must register or define "mall order pharmacy" to

exclude occasional mailed prescriptions.

['ve gone on long enough and there are others interested in
testifying on this Bill, so I"'Il conclude by saying | think HB 508 is a
definite step in the right direction allowing the State to gain a smal
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