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MEMORANDUM 

To: 

From: 

Ira Magaziner 
Judy Feder 

ICarolyn Getz . 
Greg Lawler 

Chris Jennin~ 
Date: . July 26, 1993 

RE: Medicare drug benefitdraft paper i 

I 
, 

=====:::=::::::::=::=:=:::::::=:::::=:::::=[:::::::=::=::=::=== 

the Medicare outpatient prescription drug b~nefit .. These 
recommendations were discussed previously ahd I see no problems 
with the content. i 

Unfortunately, HHS thought these sugge;~tions had been 
incorporated into the original comments senl to the Department 
when, in fact, they had not. The Departme~r assumed I had given 
them to you and vice versa. I apologize fO,r the confusion. 

Ple.ase review the enclosed. It is imp1brtant that we 
incorporate .the Department's suggestions in:to the current version 
of the legislative specifications. 

If you have: any questions, please call, me at x2645. Thanks. 
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.WOAI<ING GAOUP DRAFT PRIVIL.EGED ~ND"cONFIIJENTb\L 

MEDICARE OUTPATIENT PRESCRIPTION DRUG BENEFIT 
: ! 

Beginning In January, 1998, the Medicare program expand. to cover outpatlent 

prncrlptlon drug', 


Any Medicare beneficiary WhO electS to enroll in ttle Part B program (as 97 
pereent of the Medicare populatIon currently do) I. automat!caJly enrolled In the new 
prllcrlptlon drug b~neflt. . . :'.1 ' ' 

M with ather Part 6 benefits, the Medicare prescription :arug benefit is funded by 
both general revenues and beneficiary premiums. The Part: Bpremium would be 
increusd to cover the new benefit. Beneficiary premiums c~rrently finance 26 
percent of Part B oo~. Thus, beneficiaries would pay 25 p~roent of the cost of the 
new drug benefit. Other rules related to enrollment in Medi~are Part B also apply to 
the presoriptlon drug benefrt. 

, 

DEDUCTIILE8. COINSURANCE AND CAPS 


t Ii 
• I • :1 

. A 5260 annual deductible applies to the new drug benefit. Once the deductible 
hu bwn mflft. II 20ipercent coinsurance per prescription applies. In addition, a 
$',000 annual out-Qf-pocket cap is in effect for eaCh,Medicare beneficiary. 

Both the annuardeductible and out-of.pocket cap are indexed each year to 
usura that the samj!l percentage of beneficiaries continue to reoeive benefits as did 
with the InItial $260,ideduotlble and $1000 cap. I 

, 
COVIIIlAQE :'; i. 

I 

The Medicare d'tug benafitcovers all FDA approVed drJgs, blologloal. and 
Insulin for their medically accepted indication. as found In at least one of the three 
national eompendla. whleh are the American Med,ical ASSOci~tion Drug Evaluations, 
the American Hcspl~aI Formulary Service, and the United St,tes Pharmacopeia. 

. , I 

The Medieare drug benefit Includes coverage of ',home 1'tV drugs. In addition, the 
current limited coverage of outpatient drugs under Medicar~ such u 
immuno.uppreaslv~' drugs are Incorporated into the drug b~neflt. 

,. . 1, !j 
The 8teretary ~t H••lth and J.1uman Sarvioes h~ the discretion not to cover 

certain pt'larmaoeutl7'l1 productllisted in Section ,g27(d) oflth8 SOCial Security Act. 
Exampl.. inClude fertility drugs, m&dieations used to, treat ~orexia and drugs; ulld 
for cosmetic purpol~. However. benzodi8Zeplnsa and barbiturates would be 
covered under the Medicare drug benefit. . ii 

• i 
July :as, 1993 5:03pm 1 
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< 

The Secretary hu the authority to Mtabllsh maximum quantities per prescription 
or limit th. number:pf rAfllls In order to dls~uraoewute, !I 

The Secretary has the authority to subject medications Ito requirements for prior 
approval, meaning that physicians or pharmacists could b~ required to obtain prior 
approvaJ before prescribing or dispensing a particular meqication. Particular drugs 
becom8.ubject to prior approval bated on evidence that they are subject to clinical 
misuse or InappropHate uee or because the Secretary det.rmlnee that they are not 
008t -'f.ctlve. iI 

All new drug_ approved by the FDA are covered underl the benafit. In the case 01 
new <:Iru;. that the Secretary determines are excessively o~ Inappropriately priced, 
the Secretary hu the authority to establish a price for Medicare's purposes based on 
negotiations with manUfacturers. If a manUfacturer refuseSlto negotiate or the 
Secretary 'I unabl8. JO negotiate a price that the Secretaryc!:letermlne, to be 
rauonable, the Secretary would have the authority t9 excl~de the drug from 
coverage under Medicare. Ii 

IICOlT CONTAINMENT 

AI a condition .. ~ participation in Medicare and Medicaid, drug manufacturers 

muet 8ign rebate agreements with the Secretary. Rebatel, ~re required for non· 

Innovator multiple fouroe drug. (generlc) but will be less than those currently 

required under the MedicaId rebate program. ! I 


For lingle lour~ and Innovator multiple source drug~j manufacturers pay a 
rebate to Medlcare..for Meh drug basad on the dlffBrence :between the average 
manUfacturer price .(AMP) to the retail c!assof trade..,d ttle weIghted average 01 the 
prlc81 ot the drug 1m the non-retail marketplace, or 15 percent 01 the AMP, whichever 
II greater. :~. ~. ' 

. . - I 

For tingle lOu~~e and innovator multiple source drug~, an additional rebate is 
required on a drug;:by-drug basis for manufacturers who I.~orease prices at a higher 
rate than Inflation...Th8 baseline indexed price will be the :AMP for the prescription 

1between April and ~unet 1993.. i . 

. Reb~.are pijld to the Seeretaty on a quarterly bUI.1 . 
. ~ .';I 

In the ease Of dual eligit:>les. to prevent manUfacturers i1rom paying rebates to 
Medlcar. and Medicaid, MedIcare be the recipient of the Habate. 

The Secr8tary:~u the authority to conduct verlfi~ationl$urveys of the AMP. 
:1' , II 

A manufacturer·' Is considered the entity holding legal title to or posseulon of the 
.: . :[ 

July 23, 1993 6:03pm· 2 .. 
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..... 

naw drug code (NCC) for the covered outpatient drug. 
i 

The new program provid" incentivII to encourage the 'uee of generic druga. 
Only generiC veralona of brandpname drugs are covered u~l,ess the physician . 
indlcatea that a brand narne medlcatlon is necessary. The ISecretary also hu the 
authority to 8ubJecta brand-name product to a prior approVal requirement if a generic 
8ubltltute II available. I 

REIMIU,.IEMENT 

For brand name drugs, reimbursement will be the lower of the 90th percentile of 
usual and eultomary charges In a previous period, or the ~timated acquiSition cost 
(EAC) plul a dispensing fee. . i . 

. 'I . 
For generic drl.1gs. payment is the lower of the pharmacilt'. usual and customary . 

charge or the median of all generic prices (times the numb~r of units dispensed) plus 
a dlep.n.lng fee. ~. .:.;I 

For partloipating pharmacies, the dispensing fee is $5, ,Indexed to the Consumer 
F'rloe Index (CF'I). Participating pharmacies are required to laceept uslgnmant on all 
praecriptlona, Non~participating pharmacists racalYa $2 leSs per prescription; 

CHANG.S IN PRIVATE INSURANCE REQUIREMENTS 

PrIvate InsuranQe plans provided by former em~loyers o/e required to either 
. reduce the &rTlount:of the premium charged to MedIcare beneflclarles to account for 

the coverage of prescription drugs, Of Increase coverageofl other health services by 
the actuarial value Of the prescnption drug benefit under the private plan. 

IUIII~I. 

. Low·lncome M~dlcare beneficiaries receive tne ~ama fl~anclal uslstance for outp 
of-pocket coate ••;ociated with the drug benefit as prOVid~d for other cost.sharing 
~~~. ' I 

A!VII!WI 
I 

~ I 

Tha Medicare OUR program parallels the program established in OBRA 1eeo for 
Medlcald. Participl;lting pharmacists are required to,;offer to counsel Medicare 
fecipienta on the u!e of medications.. .;' :I 

The Secreteuy .stabllshes a national system of Electro~,ic Claime Management as 
the primary metho~ for determIning eligibility, proc~slng ~d adjudioating olaims, 
and providing information to the pharmacIst about the patient's drug use under the 
Medioare drug program. .. ; 

.. ~ ! 

t; ~ 1 
I 

JUly 23, 1993 5:03pm 3 



~.. 
;1

n7-n-~3 ns:?7 PM FROM OLP 	 .' 'i pnSl) n 
., 

,.__., 	 '/,,,q, .. ·t~;' . 

MEDICARE OUTPA-rlENT PRESCRIPTION DR",Q B!NEflT 

, , 	 prQPoled Change: Strike "subscribes ton and insert Ileleb to enroll ina, Strike 

·coverags" and insert "program,II : 


'~~ 

Rationlie; Term.'nology clarification. 

2. 	 Pl'Qpolld ohanAl: Strike entire third paragraph Snd ins~ ~As with other Part B 

benlflw, the Medicare presertption drug beneftt Is fUnded by both general 

rev,nuae and b~nefleiary premiums. The pan B premium would be inereueel to 

covtr the new benefit. Bensflclary premiums currently fi~ance 25% of Part B 

coctl. Thu., btnmiclartas would pay 25% of the, cost of, the neW drug benefit. 

,Other rules relrrced to enrollment in Medicare Part e alao! apply to the preeoription 
drug benA1lt." . .: 	 ;I 

Batlenals: Ben,,rlciaries will not pay the same amount for new coverage as they 
do for current coverage. They will pay the same eerc.otag. - 25%. 

DEPUCTIILEI. CO·eAYMENTI AND CAPS 

1. 	 propoeid ohange: Chang. 'he same NUMBER of ben81lclarles" to ,he same 

PERCENTAGE ff banlfioiarles.q ~! I 


Batlonl!': U••·:of "number would lead to benefit reaching a imaller percentage 
of b""flOlari••~over time. 	 . 'I 

2, 	 prooosed ehanCJI: StrIke "co-payment" and insert "coinsurance." . 
. 	 II 

Bit/enale: Copayment usually refer. to a fixed amount while coinsurance r«ers. 
to a fixed per,Atage. 	 ~;' •i / 

3. 	 FrogOltd ching': Index the $1000 out-of-pocket cap II!' the same manner as the 

.$250 annual d~uotlble.., ;I 


Batlgnalg: Alcure. the same percentage of bBI1Ie1lclariea over time. 
.. 	 -.:/. 

4. 	 proDolid cbatlge: Inlert ·'Once the deductiblei. met" before "beneficiaries also 

PlY 20 parcant. .. n. ~: !I 

RatIonale: Beneficiaries only pay the 20 percen~ cOlnsyranoe after the deductibl. 
hu b..n reached. A ; 

...' <. I 

,July 23, 1993 6:03pm 	 1 
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i, 
MeDICARE OUTPATIENT PRESCRIPTION DRUG III!NI!"IT 

I 

COVIflAQI 

1, 	 propOltd chang': Referenee to compendia Ahould read lias found in at least one 
of tn. thra. national compendia. WhiCh ara...n.! . 

Batlona,e: Current language requires that the medically accepted Indication for a 
drug or biological be listed In all three compendia. i 

'I
2. 	 Prcgoaed chonge: lnlulln should be covered under the new benefit. 

Batlonale: Insulin needs to be expliCitly listed sinee it i~1 neither a drug or 

biological. Inoluding insulin is consistent with the Medicare Catastrophic 

Coverage Act of 1988 (MCCA). !I 


3. 	 I:rgpOItd chan;': A hom; IV th;rapy benefit should ~~ covered under the new 
drug b.nlfit. Drug, prOvided through the homa IV ben~lt would be subject to the 
naw benefit'. deduetible and co.paym,nt. Curr.nt limited coverage of home IV 
therapy under the DME b.nRflt would be eliminated. ! 

Batlonale: Including home IV therapy Is conslst8nt with the MCCA and ellmlnat.s 
Quality a&suranC8 concerns under the OME program. ~ccording to HeF'A 
actuaries. the cost 01 the home IV benefit will total $2631 million for CY 1995. 

Ii 
H I 

4. 	 E[RGlOIed chaOge: Current coverage of immunosuppr~~slve drugs, blood clotting 
factors and oet;ICporosls drugs should be covered und.r this new benefit. 

Rational': Medicare currently cov«c immunOI~ppre8SI+e drugs for the first year 
aft.r a covered transplant. After the firf;t year of immunosuppressive therapy. the 
beneflolary wou,ld then be eovered under the n~ drug; benefit. Covering the 
beneflolary under the new benefit from the outset wou19 be administratively 
Ilmpler. Medlqare also currently covers blood clotting (jrugs for hemophiliacs 
and osteoporosis drugs. .' !I 

5. 	 ProQOted chance: The Secretary would have the discretion to exclude from 
coverage druQII"5ted In Section , 927(d) of the ,Social Security Act. except for 
benzodlazepln.. and barbiturates. . iI 
RatIonale: Un~er MedICaid, the statutory exo/u&ions ar~ permissive; states may 
or may not cov~r the drug' listtd in th. categories. Applying th. statutory 
axelullon to Medicare Implies mandatory exelusion of tHe listed drugs. 

July 23, '9Q3 5:03pm 
\,; : 
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} . : 
MEDICARE OUTPAnENT PRESCRIPTION DAUG BENEFIT 

; 	 'I 

8. 	 F!!'QQDlag CI:lj.: Add. provflion that ;1\/118 the sJLthe authotity Ie 
eetabllih maxlmum quantities per preecrlption and limItS on the numbar of refills. 

BallROBlI: ThIS provision will dlsoourag8 W_I dl8Ptling at pharmaceuUcals. 

7. 	 .Proooted chlDge: Either physicIans and. PHARMACI~TS may be required to 
obtain approval before prescribing and/or dispensing '. particular medication. 

·1 

. Batlgnale: In the Medicaid program, pharmacists rather than physicians generally 
requeet prior apprOVal t)afore dispensing a pharmaceutical product. 

• 	 1 I 

8. 	 Proposed chaOg.: In the case of new druge that the Secretary determines are 
excessively or Inappropriately priced, the Secretary h~ the authority to establish 
a price for Meqlcare's purposes based on ne;otiatlon8lwlth tna manufacturara. 11 
a manufacturer; refuses to negotiate or the Secretary is unable to negotiate a 

1 

price that the ~ecretary determines to be reasonable, the Secretary would have 
the authority t~ exclude the drug from cov.rag~ under:IMedicare. 

Bltjonoll: Mandating that AL.L.of a manufacturer's dr~g products not be 
relmburaed by any federal program Is too punitive andl as such will never be 
enforced. In ~ddltlon, a manufacturer may agr" to n~otlate but not negotiate In 
good falth. 

. 	 I
I' 

COlt CCONTAINMENT 

1. 	 ErOp089d Ch.pg~: As a condition of participation in ~edicarl AND MEDICAID, 
drug manufacturers must Ilgn rebate agreements with the Secretary to be 
reJmbunied f~( covered drugs under Medlcarei. ;I 

lI' 	 ." I: 

Bat/oOllj: Tht., prOvision In~eases likelihood ~at manUfacturers wllllign rebate 
agreements when both Medicare .ami Medicalg parti~IPatlon Included. 

..: 	 " :1 
2, 	 pcopgaed ohM;': Inelude r.bates for generic as well u brand name drugs. 

The rebatee for generic drugs would be at a lower Iw~1 than Is currently 
mandated un,Qlr the Medicaid program (currently 10% of AMP, 11" of AMP in 
1094). The reductions In BaVlngi would be Offset by:J.tricter enforcement of Itat. 
lawl mandating generic lubstitutlon. Medicare's generic rebate percentage 
would sQull the fwlsed Medicaid percentage. !I 

. 	 . Ii 

Bat!aoBl': M,andatlng generic drug rebates 1S:"conSitt WIth Ihe currenl 

. July 23, 1993 5:03pm 	 3 I 
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MEDICARE O~PATIENT PRESCRIPTION D~UG el!NEFIT 
ii' . 	 :I 
!.~ . , 

• II 

MedicaId drug' rebate program. Not mandatlnggenerlC!drug rebates would 
reduce the totar rebates that could be collected by the ffadaral governmAnt. Not 
Ineludlng generic rebates could al80 make the manufacturing 01 generic drugs 
too attractive reiative to the manufacturing of Innovator I~rugs. 
. :. . 	 I: 

3. 	 PCgpogd chango: Delete referenoe to earrl8I"$ or Imerrraediarles. 
j: 

Batlgnll': Having drug claim. prooassors also admini~ter the rebate program 
1"11... conflict of Intert8t and confidentiality lsaueli. iI 

4. 	 ErQRR.ed chlpge: The re/::late formula should use a w,lghted average of the 
prioel offered Dy the manufacturer of a given drug In tf:1e non-retail market rather 
than the median poes of the drug in the non-retail market. 

Bat'onale: Using the median rather than the weighted lverllQe may result in 
SIgnificantly reduced rebatee. For example. If a few HMO. and hospitals receive 
lubstantial dlscounte from drug manufacturera:but the, Imajorlty Of other providers 
receive minor ,discounts, the median will be Ikewed towards the lower discounts, 

. 	 I! . 
. 	 . Ii 

e. 	 ECQQoled cbange: Change °average price eharg8d' rol-average manufacturers 
prlce,M f' 

l",.' . 

Bgtlgcale: Consl8tency of terminology. 

S. 	 prQDostd chang.: The /::luellne Index price will be the average manufacturers 
price (AMP) for the prescription from April through Ju~. 1993.. 

~.' " : I 
BatlQnale: A span of several months is desirable to ealoulate the AMP to get the 
molt accurat: estimate of price. . : :I 

7, 	 ProQa,1d chong.: A previlion for dual eligibles must ,b. Included with Medicare 
tervlng as r~l,piGnt of the rebate when MAdlcere Is th~ primary payor. 

, I 

a_lonale: Ayolds situationa In wnion drug manUfactu~lr& would pay double 
rebat... · , Ii' 

8. 	 prQPolid $?hangl: Add a prOvision which allows tbe :Secretary to conduct 
verification 8~rvevs of the AMP. ': 11 

Rationale: [)rug manufacturerl provide the S.oretaryiwith the AMP. OVersight Is 

July 23. 1993 5:03pm 	 4 
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MEDICARE OUTPATIENT PRESCRIPTION DRUG BENEFIT 
,;:. 	 ,~ ! 

I 

reqijlred to d-'rm;ne that th.lnformatlon supplied ;,lul'lle. This provision I, 
con,lat.nt wlt~, the Medicaid rebate program.. !I 

9. 	 P[,ODOI.d ehange: A manufacturer Ii considered the eh,tity holding l~aI title to 
or POlI888ion of the new drug number (NOC) number for the covered outpatient 
drug. '; il 

'" 	 i' ;1 

Bltlonals; Thi8,provi8/on clarifies the responsible manlJfacturer. Thl, definition 18 
conal,tent with the Medicaid rebate agreement. I 

substitutes. n10. 	~[ggol,d change: Strike "high quality' before "generic' 

Satlonal': Not Clear what high quality means In relation to generic drugs or 
whother thla referenoe II meaningful given current FOAl practice. , 

BIIMlUS81MEtir . 	 •. iI 
1. 	 prgpoted Chang.: Insert "In a previous perioQlI after "Charges.· 

I ' 	 "; I 

Bdonlle: More precIse. ,"!I: 


, ' 1 

2. 	 Ergpoled change: Change BactuaJ aoquisition COlt" to' ,"eatlmat.d acquisition

I , 	 'COlt" , 	 11 ' 

Aa!J~IIiI: Aotual acquilltlon CCI.t is very dlflieulllO ad~ln;8tar, ",qulring a survey 
of _equia/tlon COlte of pharmacists. Estimated acqUisition cost could be simply 
calculated B8~ percentag. of average wholssale price: (AWP). ' 

'I 

3. 	 fLgpolld ctumg,: Separate discussion of dli~enSlng:~ from coats of drugs.
I, 

Bat!on8l1: Clarity. 
t 

MIDI,.!E HM08 

1. 	 proQQ.ed chAnge: Omit this seotion. , I 
~ . , 	 " , II 

Batlonrit: Since outpatient drugs are add8d to tne benefit package, HMOi 
would be required to provide such ben8fitl.! ' 

i r.
;HANAII IN PBIYAIti INSUB,ANCE BEQUI8!MENTJ 

July 23, 1993 !5:?3pm 	 6 
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MEDICAR! OUTPATIENT PRESCRIPTION DRUG BENEFIT 
. 	 . ; 

":,' 	 ,',I
, 	 ' : 
, 	 i 

" 	 I, ' 

1. 	 PrcPP.ed cbange: This proVision should be limited to ipOlioias paid for by former 
"_" 	 ".. I[ 

employer.. , 	 ' i : I 

Rationale: Tnt" new benefrt's Impact on Medig8P pellci,es would be dealt with 
tl'lrough 1081 ratio requir.menta. NAIC would have to ~8vile tne standard benefit 

, 	 I 

package to account tor the new benefit. ,', ii, 

1U111QII' 
I 

1 . 	 frQPOI.d "haoR': l1eplaoe this provilion wI1h "Low In~me beneficiaries receive 
the ,am, financial protectlon far out.ot-poeket costs ~8ociat8d with the drug 
btneflt u proVided for other MedIcare cost-sharing illl1ounts.n 

, ,I 
Rational'; This provision clarifies the provision's Intent: Also, financlal,lSsistance 
Imp"" a cun ,Payment. ' 

a ' 	 'c, i 

1. 	 ErQPQlid Chang.: Strlke"and medical history" and In~ert "usa.' 
. 	 :i' 

2. RstlonaJ'; The pharmacist will not have aceess to theipatient's entIre medical 
"history, i, 

; j 

July 23, '993 5:03pm e 
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M1RJ<1NG Per B.O. 12958 as amended, Sec. 3.2 ('"~ 
i ,, 	 Init,ials: () 4 Date: 6'", 0' 

,I 
, 	

II
./ i 	 II

PRIVILEGED AND eeNFXDeN~IA& MEMORANDUM 
::" :: 
I' 

, 	 i 
TO: 	 Judy Feder 


Ix;-a Magaziner :i 


Ii
FROM: 	 Richard A. Veloz II 

" 

II 
,I 
" 

RE: 	 Puerto Rico and the Territor~es 
II 

DATE: 7/30/93 ;i
'I 
" 


I II

I: 

c.c. 	 Chris Jennings, members of team 
I 

BACKGROUND: 

I've attached the data sent to us by Puerto Rico and the 

territories of Guam, the Virgin Islands and iAmerican Samoa. 


A team composed of Atul (leaving on Friday) Don Johnson, Eugene 

Moyer, Tom Ault and myself has formed to go, over this material 

and provide follow up analysis. Tom Ault w~ll lead this team 

effort .
., 
TIMELINE: 

Since our initial 
, 

meeting I have met severa]
'I 

times with the 

Congressional re~resentatives of the territqries and Puerto Rico. 

Now that they ha'\fe submitted the requested data they are anxious 

to meet with us. ' Puerto RiCO especially, wduld like to begin


, 	 Ii
this process by next week. A consensus on 9ur working team is to 

have two meetings. The first, to walk through the cost estimates 


I
and rationale for the figures that we're wo~king with. The 
second meeting, to propose a framework for ~nclusion in the 
health plan. 	 'I 

We need to be cl~ar on our position before ~e meet. However, If 
we can agree on a position, a first meeting 'Ican be arranged for 
Thursday the 5th of August. At this meeting the Puerto Rican . 
health members 	w6uld like to walk us through their figures and 

, 	 'i 
present an overview of their new health ref~rm program. 

I can be reached at 202..401-4507, or 202-40]-5193.
I 	 I, 

;: 



.I 
i, . 

. : Jose .E. Senano (D-NY) , 

;thairman 


' . ."l.ucille Roybal·Allard (D-CA) 
Vice·Chair 

E (Kika) de Ia Garza (D..TX)
Ron de Lugo (D.VI) 
Solomon P. Orti2 (D·TX) 
Bill Richar<hon (D.NM) 
Esteban E. Tones (D.CA) 

i Ileana RO$-Lehtinen (R·FL)
Ed Pastor (D.AZ) " Xavier Becena (D-CA) 

Secretary·T reasurer Henry Bonilla (R·TX) (!tongreIlIl of tltt lIlnit£lI ,utell 
Lincoln Dia~·Balart (R·FL) 
Luis Gutierrez (D·lL)OInngrtaai.onal lliapanit OIantua Robert Menendez (D·N}) 
Carl06 Romno-Barcelo (l).PR) 1l13rb (!tnttgrE&& Frank Tejeda (D..TX) 
Nydia VelailGu~ (D·NY) 
Robert Underwood (D.Quam) 

Richard V. LOpe: 
i Executive Director 

July 19, 1993 

Mr. Ira Magaziner 
Assistant to the President for Domestic PO~~Cy
The White House 
1600 Pennsylvania 
Washington, D.C. 20500 

Dear Mr. Magazi~er: 

As Chairman of the Congressional Hispanic c~ucus (CHC), I would 
like to thank you for accepting our invita~~on to discuss health 
care reform iss~es of interest to Hispanics with our Membership. 

Unfortunately, we were forced to cancel ou~ July 15, 1993, 
meeting with you due to an emergency meeting with Secretary 
Bentsen at that same time. The Caucus cons~ders health care 
reform an important issue and value our ongplng discussion with 
you on key issues of concern to the HispaniC community. We would 
look forward to rescheduling our discussionl with you for 
Thursday, July 22, 1993, at 11:30 a.m., if ifhat is convenient for 
you. . :/ 

Thank you for your consideration of my inv~~ation, and please 
accept my apologies for any inconvenience the cancellation may 
have caused you. I look forward to meeting with you again. 

Sincerely, 

jw:~1-' 
Jose E. Serrano, Chairman 
Congressional Hispanic Caucus· 

JES/ma 

j 

557 Ford House Office Building, Washington, D.C. 20515 • (202) 226:3430 Fax: (202) 225.7569 



S"'RJ\'!-' VE' DETERMINED'I TO BE AN ADMINl 'j 1,' 

MARKING P~JE.O.12958 as amended, Sec. 3.2 (c) 
.' I 

Initials: 11 :j Date: ~ ,,'" . ,,; 
'I 
I 

PRIVILEGED AND eelft'!!)~IA.t. MEMORANDUM 

:1 ' 

DETE.RMJNED TO BE AN ADMINISTRATIVE 

TO: 	 Judy Feder ~G Per E.O. 12958 as amended, Sec. 3.2 (c) 
Ira Magaziner . ~ InitIals: /) r ' Dute: '8' ".6'';' , 

I 

,,FROM: 	 Richard A. velo\.. f-t.W I 

RE: 	 I?uerto Rico/Territories meetHng held on July 14, 

1993 


DATE: 	 7/19/93 

IThe meeting went very well. Congressmen Romero Barcelo (D-Puerto 
Rico), Ron De Lugo CD-Virgin Islands), andilRobert Underwood 
(D-Guam),as well as staff were pleased that we would be working 
closely with th~m in development of our he~lth plan (see attached 
news release) . 'I ' 
At the meeting 	it was agreed to set up twoi ,work groups, one for 
Puerto Rico and ,one for the Territories. ~t was,~urther agreed 
to meet within 	the next several weeks to compare existing data 
and agree on a 	 health plan with financing ~stimates that both 
sides can live 	with. In addition, everyone was in agreement to 
immediately (or as fast as humanly possibl~) exchange financial 
and resource data now being used to calcul~te current health 
,est imates . 

Subsequent to the meeting I have contacted: the offices of the 
territory representatives and Puerto Rico and have shared a 
summary of what' our health benefit packageil will offer. I have 
met with Ken Th6rpe who has agreed to see what statistical data 
he can gather and share. I have also met ~ith and listed for the 
respective parties needed financial and re~ource data for our 
upcoming meetings. By this Friday, July 2,3rd, Puerto Rico and 
the territory representatives hope to havelthiS needed data. 

In regard to o~r current position, I' d liki~. to discuss ~here we 
stand now (see attached memo) , and what fu:tther steps need to be 
taken with both working groups to assure a;ti acceptable proposal. 
I will call short~y to arrange a time to meet. I can be reached 

, I 	 I 
at 202-401-4507. 

c.c. 	Chris Jennings 
Don Johnsop 
Atul Gawande 
Tom Gustafson' 
Ken Thorpe: 
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lOCAlrBS 


Special panel to work on 

P.R.'s role in health plan 

_._-------------- ­
The ~~, Press In addition to Romero aDd Magaziner,------.----..:.:..:--------------
uWASHING'l'0N-"""'":--euertO-:-RicaD:--aJld--tbe-WuQrldng-g~ will include a mix of 

Whlte H01;.i;~ officials will work together-- -- is18dandredetal officials; including­
io a "5pi;~~1 panel" to oegotiate the Puerto Rico Secretary of Health Earique 

-island's iLi:-I~Sion in the Clinton admi:nis- Vb.quez: Quintana and Gov. Rossell6's 
trati(}Q n~~:"?nal health care mono plan, chief adviser 00 health care refotmNor-
Resident -jnrunissioner Carlos Romero maD MaldDDado. 
BarcelO~t~OW1ced Thursdav. ­

"It is cf~r that Puerto iw:o will be u.s. offtdals on the Pauel will include 
White House Health Care Task Forceincluded if' the national health care re­
ad\"isoc Richard Veloz. Health Care Fi­form p['op~~)sal.'· the resident commission­
naocing Administrator Bruce Vladedter said. a{,"-1ing that the groap will work 
and a health care reform advjser to the..to negobtt.e the details of how the 
Department of Health and Human Ser­refonn pl?posal will be implemented in 

Puerto Ri~_~o. both in terms of financing vices, AM Gawande. 
and integ-;-;ttionwith our local health 
.efonn -e(f..)rt." _ . ____ . _The _special working groupwiU meet 

The Cl"'e<.ltiOD of the special panel was - tbroagbout tile remainder' of .July and 
agreed t() ;~t a meeting betweeo Romero August aDd. hopes to have a plan for 
and Ira Magaziner on Wednesday. Puerto Rico's inclusion ready in adnmce 

MagazJr~er is the principal adviser to of the official aonouncemeutof a national 
fi~t lady Hillary Rodbam Ointcm on ~th care reform plan scltedllled for 
national h~~alth care issues. ~. 



TO: Ira Magaziner, Judy Feder :\ 
FR: Atul Gawande, Richard Veloz, Don Johnson 
RE: 7/12 meeting with Barcelo re: territo~ies and Puerto Rico 
DT: 12: 23pm July 8, 1993 :1 

On 7/12 you have a meeting with Resident C~fumissioner Carlos 
Romero-Barcelo. The meeting's purpose is ~b establish a process 
for formulating an acceptable plan for the :territories and Puerto 
Rico. 

To est~blish a successful process, you wil~ need to layout the 
framework for the territories in the healt~ plan and the 
negotiations/discussions to follow. : 

The current proposal: 	 'I 
1. 	 Territories' and Puerto Rico are fully 'included in reform. 

:\ 
2. 	 Coverage and benefits. Alliances and ;health plans will .. 	 ' funct10n under the same rules as for states. However, the 

territories will have greater flexibi~ity in the following 
areas: 

• The comprehensive benefit package can be changed to 
suit the service availability and 

;
territory. 

infrastructure of the 

• 	 The territories may implement ref~rm on the~r own 
timeline without penalty. 

:\ 

3 • Financing. :\ 

We have con6erns that current financin~ structures in the 
territories' are dramatically differentl fro~ those in states. 
In Puerto Rico, for example, health care is not employer­
based, but rather a universal, generailrevenue financed 
public health system. We do not want ,to destroy the revenue 
base 	for health care in the territoriek. Therefore, we will 
provide flexibility on financing: :\ 

• 	 A territory may adopt the financtng structure of the 
health; plan or design a financing structure more suited 
to its own circumstances. 

• 	 To allow for this flexibility and provide for 
predictable federal expenditure, :the federal government 
will provide a health care block i~rant at a level 
significantly above the current M~dicaid cap to provide 
for low-income subsidies. ,I 

Moving forward -- the process: 

• 	 A small group of three or four people 'is formed to work with 
• 'l ..Mr. Romero-Barcelo and others 1n develop1ng the details for 



'I 

I 

" 

I 

, II,
this proposa~ in order to assure its aciceptability to the 
territories 'and Puerto Rico. '\ 

• 	 A meeting will be arranged for a negotiation on the level of 
the health care block grant for the ter~itories and Puerto 
Rico. 

A point of caution 

• 	 Expectations have been raised to very high levels as a 
result of the announcement of full inclhsion of the 
territories and Puerto Rico in reform. 'I' They have 
interpreted this to mean the removal of, any federal caps, a 
maintenance of effort on health spending and federal 
responsibility for all further low-income subsidies. 

i 
;1 

, 

l. 
, i 
'I 

:i 
! 

:1 

;1 



Senel ar,.·T rea,uter HenrI' Bonilla (R·TX) .QIongress of tl}e l~niteb ~ates 
lincoln Dia,·Balan (R·FLl 

Jo~ E. St-rram.. (D·N),) 
Chairman 

lucille RC'vhal·AlIard (D·CA) 
Vice·Chair 

Ed Pa'lor (D·AZ) 

lui, GutIerrez (D·IL) . QIongressional 1,ispnnic' m6U(U6 Robert Menende: (D.l\:Ji 
Carlo, Romero-Bar,tlc. tD·PRJ ID3rll Q;ongrtss Ftank Tejeda (D-TX) 

Nydia Velalque: (08)"1 

Robert Unde""'ood (D·G:.;am\ 


Richard V. Lope: 

E"rcurin Director 


Members of the Congressional Hispanic Caucus - l03rd Congress 

E (J(ih) de 18 Garza (D·TX) 
Ron de Lu~o (D. VI) 
Solomon P. Onil (D·TXl 
Bill Richard~n (D·NM) 
E,tehan E. Torre, (D·CAI 
Ileana Ro,·Lehtincn (R·FLl 
Xavier Becerra (D-CA) 

Jose E. Serrano (D-NY) 

Chairman 


336 Cannon HOB 

(202) 225 4361 
AA: Ellyn Toscano 
Appt. Sec.: Mayra Ortega 

Lucille Roybal-Allard (D-CA) 
Vice-Chair 

324 Cannon HOB 
(202) 225-1766 : 
AA: Henry Contreras 
Appt. Sec.: Miriam Wilson 

Ed Pastor (D-AZ) 
Secretary-Treasurer 

408 Cannon HOB, 
(202) 225-4065 ' 
AA: Gene Fisher' 
Appt. Sec.: Jackie Soliz-Chapa 

E (Kika) de,la Garza (D-TX) 
1401 Longworth HOB 
(202) 225-2531 I 

AA: Bernice McGuire . 
Appt. Sec.: Rika Clark 
(f) 5-85101(p) 5-6872 . 

Ron de Lugo (D~VI) 

2427 Rayburn HOB 
(202) 225-1790. 
AA: Sheila Ross 
Appt. Sec.: Lorraine Hill 

Solomon P. Ortiz (D-TX) 
2136 Rayburn HOB 
(202) 225-7742' 
AA: Lencho Rendon 
Appt. Sec.: Vi7ky Hoffpauier 

...., 

, 
Bill Richardson (D-NM)

I
2349 Rayburn HOB 
(202) 225-6190 
AA: Isabelle Watkins 
Appt. skc.: Isabelle Watkins 

Estebanl E. Torres (D-CA) 
1740 LO,ngworth HOB 
(202) 2,25-5256 
AA: A1b;ert Jacquez 
Appt. S~c.: Mary Ann 
Bloodworth 

:1 

I1eana:Fos-Lehtinen (R-FL) 

127 Cannon HOB 

(202) 2125-3931 
AA: MaY,ricio Tamargo 
Appt. ~ec.: Ingrid Sanchez 

xavier'IBecerra (D-CA) 
1710 Lqngworth HOB 
(202) ~.25-62 35 
AA: E1~a Marquez 
Appt. Sec.: Jean Song

,I 
Henry Bonilla (R-TX),
1529 Lpngworth HOB 
(202) :~25-4511 
AA: Steve Ruh1en.,
Appt. ~ec.: Christine Pellerin 

.1. 
Lincol? Diaz-Ba1art (R-FL) 
509 Cannon HOB 
(202) '225-4211 

.J 

AA: JeJfrey Bartel 
Appt.Sec.: Lidia Rodrigeuz 

,I 
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Members of the Congressional Hispanic cauc~s - l03rd Congress 
Page 2 

Luis Guti6rrez (D-IL) 
1208 Longworth H,OB 
(202) 225-8203 
AA: Doug Scofield 
Appt. Sec.: Maggie Muir 

Robert Men6ndez(D-NJ) 
1531 Longworth HOB 
(202) 225-7919 
AA: Michael Hutton 
Appt. Sec.: Karen Kearns 

Carlos Romero-Barcelo (D-PR) 
1517 Longworth HOB 
(202) 225-2615 
AA: Pedro Rivera: Casiano 
Appt. Sec.: Ne1sie Parada 

'IFrank T~jeda (D-TX) 

323 Cannon HOB 

(202) 2~5-1640 
AA: Jeff Mendelsohn 
Appt. S~c.: Bianca Pefia1ver 

Nydia vJ1aZQUeZ (D-NY)
'I132 Cannon HOB 

(202) 225-2361 
AA: Kar~n Ackerman 

il
Appt. S1c.: Joyce Power 

!! 
I' 

Robert Underwood (D-Guam) 
507 Camion HOB 
(202) 225-1188 
AA: Terry Schroeder 
Appt. Sec.: Angie Borja 
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.WORKING GROUP "CRAFT PRIVILEGED .AND OONFIDENTIAL, 
, . ,I 

MEDICARE OUTPATIENT PRESCRIPTi'ONDRUG BENEFIT 
., ." 

Beginning in January, 1996, the Medicare program expands to cover outpatient 
pralerlptlon drugs. r .' .1 . 

Any M.dlcareb~n8ficiary WI'Io.8leers to enroll in~he PM, B program (as 97 
parcem of the Medfp.re population currently do) Is automatically enrolled In the new 

, " .

pr8lcrlptlon drug b~neflt. ~" ' . . 
i):' ~:I 

'" 

As with other P~ B benefits, the Medicare prescription drug benefit is funded by 
both general ravena,es and beneficiary premiums. The Pa~ B premium would be 
increued tocover~he new benefit. Beneficiary premiums currently finance 25 
percent of Part B QQ... Thus, beneficiaries would pAy 26 peroent of the oost of the 
new drug benefit. 0.ther rules related to enrollment in Medi1care Part B also apply to 
the pruorlptlon d~~ benefit. r .; 
DEDUCTUILE8, COINSURANCE AND CAPS :; ·1 

. A $250 annual ~eductlble applies to the new druQ b8n~flt. Once the deductible 
hu been met, a 20.ipercent coinsurance per prescrigtion applies. In addition, a 
$1,000 annual out·Q.f..pocket cap is in effect for each;Medicare benefiCiary. 

Both the annu~IT.deductible and out-of..pocket ca~ are i~dexed each year to 
aSsure that the satT\Ppercentage of beneficiaries cor::ttinue to receive benefits e.s did 
with the Initial $260~eduotlble and $1000 oaP'R . , 

~: ~ 
COVEIllAQE. 1 " 

" 

Tna Medicare (f~ug benefit covers all FDA appro~ed drygS, biologicals and 
Insulin for ttI.ir medloaJly accepted indications as found In.at leur one of tha thrae 
national compendl8:~ which are theAmericaM Medicat ASso9iation Drug Evaluations, 
the American Hos~~~a1 Formulary Service, and the U?lted srtes PharmacopeIa. 

".;: '.' :1 
The Medicare d,tug benefit Includes coverage ofpome!.iV drugs. In addition, the

..•. • 1 

~urrent limited co\l$$sge of outpatient drugs under Medicar1e 8uch as 
Immuno.uppresslv~, drugs are Incorporated into ttle drug benefit. 

:::. < '1 
~ t ,: 

Tna Secretary oJ Health and ~uman Servi* h~ the discretion not to oover 
certain pharmac8ut1~ productllilted in Section ,g~7(d) cSf the SOCial Security Act. 
Examples include ~.,rtlilty drug., medications usad tq; treat ;~norexia and drug; used 
for cosmetic purpo~... However, benzodiazeplnes tl.nd barbituratM would be 
covered undsr the ~.edlcare drug benefit. ~: I. 

,July ~3, 1 993 5:03P~ 1 ., 
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. %;; .~ I 
The Secretary t\~ the authority to establish maxtmum q\-lantltles per prescription 

or limit tne number~f rAfills In order to dlS~Urage w:"te. !I 
The SQCretary h~ the IWthority to subJect medl~lons to requirements for prior 

approval. 'meaning that physicians or pharmacists eQuid be ~equired to obtain prior 
approval before pr~criblng or dispensing a particular medi~tion. Particular drugs 
become subject to prior approval based on evldenoe that th;ey are subject to clinical 
misu8e or Inappropnate use or because the Secretary determines that they are not 
COlt effective. '.S :: : 

": : :1 
AU'naw drug. a),provecl by the FDA are OOVered!undar:~a ban9fit. In the case of 

new drug. that th.(,~8Cretary determines are excesSively or'llnapproprlately priced, 
the Secretary has ~. authority to Mtabllsh a price 19r Medl9are's purposes based on 
negotiations with l'I'!~nufacturers. If a manUfacturer ~8fuses ~~o negotll!lte or the 
Secretary I. Unable(tp negotiate a price that the SSCf)etary Q~ermlnes to be 
rauonabla, the Se¢,'retary would have the authority ~~ exclu~e the drug from 
coverage under Met:flcare. .: . 

!f 
COlT CONTAiNMeNT 

i~ 

At a condition '¢ participation in Medicare and Medicai~. drug manufacturers 
mUlt eign rebate agreements with the Secretary. Rabates are required for non­
Innovator multiple "~uroe drug. (generic) but will be!!, less thl!m those currently ­
required under thei~edleald rebate program. : -I 

, ~ . ,I 
, For lingle lour~.and Innovator multiple source;~rugs,: Imanufacturers pay a 
rabate to Medlcaret/or each drug based on the difference between the average 
manufacturer prlcel~AMP) to the retail class of tradei~d th+ weighted average of the 
prices of the drug Im,the non-retail marketplace. or 1-5 percent of the AMP, whichever 

,,\ -, -I

II graater. 6i i; 1 i 

. For ,Ingle IOUr~'and innovator multiple 80urce~druIilS.: Ian additional rebate is 
required on a drugfbY~rug basis for manufaoturers;who In~ease prices at a higher 
rate than Inflation. hThe baseline indexed price will b,e the ~MP for the prescription 
between April and ~une, 1993. \.1: 

:! ' :; i ' 

Reb... are PfJ1d to the Secretary on a quarterly" basIs.: 


In the case of (jual eligibles, to prevent manUfacturers from paying rebates to 
MedlclI'e and Med~~d, Medicare be the recipient C?f the r~bate. 

"f '.: I 
The Secretary ~88-the authority to conduct verification surveys of the AMP, 

(iL ti 'I 
A m.nufacture~ 18 consIdered the entity holdlng')egal title to or possesalon of the 

~./"r> '~ ; I 
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nsw drug code (N~iC) for the covered outpatient dru,Q. 

The oew progr~ provides incentives to encourage the,use of generic drugs, 
Only generic versions of brand·name drugs are covered unless the physician 
indlcat81 that a br_tld name medication is necessary. The; Secretary also has the 
authority to lubjeof;4 brand-name product to a prior. approJal requirement if a generic 
aubltltute II available. ;I, 

AEIUIU..IEMENfr 
,. 	 " I 

: . ~ 	 . I 

For brand nam. drugs, reimbursement will be the lowe~ of the 90th percentile of 
usual and customary charges In a previous period. t;Jr the .stimated acqUisition cost 
(EAC) plu. 8 dl8pe~Slng fee. : II 

For generic drQQs. payment is the lower of the p.harma~ist'l usual and customary 
charge or the medlfiln of all generic prices (times the number of unIts dispensed) plus 
a dlep.nllng fee. ~; 'i: . I 

". 	 . ' I 
For PartlolPatln~ pharmaCies, the dispensing fe~' is $5, ,Indexed to the Consumer 

Price Index (CPI). ;participating pharmacies ara reql:lired to Iaccept assignment on all 
preecriptlona. N0"lparticiPating pharmacists recelv~ $2 l8Sr per prescription. 

CHANG•• IN PFlI~ATE INSURANCE AEQUIFlEMtNTS : 
:: 	 . .~ 

Private In8uran~ plans provided by former employers ~re required to either 
. reduce the &rTIcun~fof the premium charged to Medi,pare b~neflclarlea to acCount for 

the coverage of pr~cription drugs, or Increese co~rage oflother health services by 
the actuarial va.lue¢ the prescription drug benefit u!~der th,e private plan. 

1U111P\118 f 	 ~. ,I 
wt 	 ~r, • .1 


~t , ~ , 
 t 

Low~lnoome Medicare beneficiaries receive the same financial assistance for out­
of-pocket coats ae,oeiated with the drug benefit .iprovide~ for other eott.tharing 
amounta.' . : 

REVll!Wa . yl ; . 

. >i ;: :i 


The Mldlcare OUR program parallels the program established in OBRA 1990 for 
Medlcald. Particip@tjng pharmacists are required to~offer tq counsel Medicare 
recipientl on the ~!.:8 of medlcationi. ;i·1 ... 	 , , 

The Secrltarytst&bllshes a natIonal system of Electronic Claims Management sa 
the primary methoq for determinIng eligIbility, processing ahd adjudioating olaims, 
and providing Infofb1atlon to the pharmacist about (he pati~nt's drug use under the 
Madloar. drug pro~ram. ~ ,I 

·t~ 	 ':: ' 

~J 
July 23, 1993 5:03pm 	 3 
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MEDICARE OUTPATIENT PRESCRIPTION D"UQ seNEFIT 
I' 

,. 	 propgsed chanda: StrlkB "iubscribBS ton and insert "ele,Cts to enroll inn. Strike 

-coverage" and ;insert IIprogram." 'I 


. !~ 
I
Ration",; Terrt1lnOlogy clarification. 


. ~. I
:I~~ , 	 ,. I 

2. 	 Pl'Qpoi.d Ohang.: Strike ontlr. third paragraph ~d in9~rt ~As with other Part B 
benefits, the M~lcar. prescription drug benefit Is funded by bath genBral 
revenues and ~,nefleiary premiums. The Part B'premi~m would be increued to 
cover the naw benefit. Beneficiary premlumi currently ,finance 25% of Part B 
costa. Thus, binBflClarles would pay 25% of the;cost of the new drug benefit. 
Other rules relmed to enrollment in Medicare Part B alS? apply to the presoriptlon 
drug benmit.Q I : 

,~ I 
Batlgn"e; Benlf1ciaries will not pay the same amount :~or new coverage as they 
do tor current c,9verage. They will pay the 8ame~ percentago - 25%. 

DEDUCTIBLE'. Cd·PAYMENTS AND CAPS ;;: '! 
~~; 	 - 'I 

", 	 ~'. 1 

,1. 	 propated oharjg,: Changt ''the same NUMBER' of bemeflclarlesl1 to "the same 
PERCENTAGEr,f benefioiarl8l.

Q 

,] .,1 ' 

Batlanll': Usejof linumber' would lead to benefit reac~ing II ama/ler percentage 
of b"'.fiolai'i..~over time. " I 

~, - I 
~ . , 
,~ 	 . -'·1 

2. 	 Prgposed chana: Strike Dco-paymenf1 and insert "coinsurance. 11 
", 	 " ;/ 

";'. 1 

Batfgoaie: Copayment usually refel'tl to a fixed a.moun~ while coinsuraoce refers 
to a fixed per~ntage. ' , ;~: I 

,"\ . 	 ) 'I 

3. 	 procoeod cb"';;e: Index the $1000 out-of-pocket caP In the same manner as the 
$250 annual d.~uotlble. ;: 'I 
BatlQna/i: A8~:!Jr.1 the same percentage of.be~e1ICI~les over time. 

,4 	 :; I 

4. 	 prapo8id ohatig': Insert "Onee the dBduclibla]la met." before "beneficiaries also 
pay 20 p.rean~~ .. n. ' '::I 
Rationale; Beneficiaries only pay the 20 percen~ colnsuranoe after the deductible 
hu been rea.¢!lied. ~ :: 

July 23, 1993 6:03pm 	 1 
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M~DICARE OUTPATIENT PRESCRIPTION DRUG IS!N!flIT 
'II 


:1 
i I 

~'''~ . 	 ,COVERAGE , 	 ' I 

1. 	 propoI,d chat1be: Reference to compendia Ih~Uld rJd "as found in at least one 
of th. threa naTjonal compendia, whiCh Are...n ,. ! 

•. ' , 	 , .1 

Rationale: Current langusge requir. that the medicalIV accepted Indication for a 
drug or biOlogi9al be listed In all three compendia '1 

, 	 I 

2. 	 prgpQlad change: 1nlulln Ihould be covered under the
i 

new benefit. 
:. 	 . ,I 

Batlonall: Ins4lin neads to be explicitly listed since it is neither a drug or 
biological, Incl~djng insulin is consistent with the Medipare Catastrophic 
Coverage Act W19S8 (MCCA). '. ' . 

f 	 , " 'I 
3. 	 E[;PQlad chart;.: A hom. IV therapy benefit shOUld pe covered under the new 

drug blntfil Or:ugt proVided through tt'le t'lomeN benent would be SUbject to the 
, 	 I- ~ , j 

new benefit" d,;,eduetibla and oo·payment. 'Curr~nt Iimitad coverage of home IV 
therapy under l,he DME benefit would be, ellmln/ilted. 'I ' 

" .., I 
eatlonals: Incl~dlng home IV therapy Is cons/si~t with the MCCA and eliminates 
quality 88surBrtce concerns under the DME program. ;~ccording to HCFA 
actuaries. the coat of the home IV benefit will tot81 $263 million for CY 1995. 
~,: I 
~l j; I 

4. 	 prgpcaed charig,: Currant coverage of immunosuppr~slve drugs. blood clotting 
factors and oet~porosls drugs should be cover,.d un~er this naw benefit. 

ii' ;: ,I 
Rational,: .M~I'car. currently covers immunoltippreas,lve drugs tor the first year 
aftll' a cOVered"\transpiant. After the first year ofJmmuriosuppreulve therapy. the 
ben8flolary WO~lp then be covered under the n6,W drug: benefit. Covering the 
benefiCiary una.,- the new benefft from the outs!it wou!d be administratively' 
Ilmpler. MBdI~e also currently coverS blood c,lottlng, ~drUg5 for hemophiliacs 
and OIteoporC)fIS drugs.t •• 

:, 	 ' 'I 
5. 	 prQQOIed charibo; The Secretary would have the discretion to exclude from 

coverage drug, lilted In Section 1927(d) ,of thel.Sociai, ~curity Act, except for 
benlodlazeptnr and barbiturates.: .1 

Bat/gnale: Unger Medicaid, the statutory exclusions ar,e permissive; states may 
or may not co~~r thl drugs listed In thl catlgorJIS. A~plying the statutory 
exclusion to M:-dlcare Implies mandatory exolus,ion of re listed drugs. 

,';".
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MEDIC~RE OUTPATIENT PAESCRIPT,ON DRUG BENEFIT 
:g 	 , j 
~ 	 , , 

,:')': : j 

S. 	 proPQlftd ehaOga: Add a provision that gives the Secretary the authority to, 
~1I8h maximum quantities per prescription and limlt~ on the number 01 refllls.

(f /i :I ' 
6111008/': Thi~ provisIon will discourage W.ltafl;Jl disp,nsing ,01 pharmaceuticals. 

~: .' I 
7. 	 'PrgROIed chaOpe: E/ther physicians and PHARMACISrS may be required to 


obtain approval before prescribing and/or dispensing ,a particular medicatIon. 

i, 	 ' :/ 

, Bltlgoa\e; In t;. Medicaid program, pharmacists rath~r than physicians generally 
requ..t prIor approvalbe1ore dispensing a pharmaceutical product. 

r: 	 ~ I 
8. 	 I'roDo,od phMge: In the case of new drugs that the Seoretary determines are 

ex088llvely or1nappropriatefy priced, the Secr~ary hatf the authority to establish 
a price for MaQ(car,'s purpoaes based on negQtiatlons with the manufacturers. If 
a manu1acture~ :refusal to negotiate or the Secretary i~1 unable to negotiate a ' 
price that the ~ecretary determines to be reasQr;'Iable, the S&Or'Btsry would have 
the authority t98XcJude the drug from coveragE! underj Medicare. 

, 	 , ~~ . ~.~ i i 
Blt!cnoIl: M.hdating that ALL of a manufacturer's drug product$ not be 
relmbul'8ed b~:any federal program Is too punitive and as such will never be 
enforoed.ln 4ddltlon, a manUfacrurer may agree to negotiate but not negotiate In 
good faith. { 	 : ' , 

,~;; , 


,~ , 


cglt PQNTNN¥ENT 	 ',' , 

1. 	 E!ropOled ch~bge: As a condition of PBrtICiPatfon in ~ediearQ AND MEDICAID, 
drug manufaqjurers must sign rebate agreements witi'! the Secretary to be 
ralmbunled f~f.covered drugs under Medlcare~; :I 

I, 1 

Bat/cnale: Thl,; provision Increases likelihood ~at maryutacturer& will sign rebate 
agreements Yinen both Medicare mm Medicalg participation Included. 

~' ,;'I 	 ' 
2, 	 prc;c.ed chjnge: Include rebates for generiC::, as w~,1 8S brand name drugs. 


The rebates ~~r generic drugs would be at a Iqwer l&\je1 than Is currently 

mandated un$isr the Medicaid program (currel';ltly 10% of AMP, 11 % of AMP in


", 	 " I
1904). The r~duetions In savings would be offset by'Stricter enforoement of state 
laws mandatiQQ generic lubstitutlon. Medi~e's gen~lc rebate percentage 
would eqUal te revlsed Msdicald percentage., :I 
Bmlonale: r.tt."datlng generiC drug rebates is;~COmii$tent with the current 

" ';~-; : 

fl ~ 
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MEDI:ARE OUTPATIENT PRE8CRI~ION DjUG ISENEFIT 

,:f::; :I 
MedlcaJd drugerebate program. Not mandatlng,generl~ drug rebates would 
reduce the tot8J rebat'" that could be collected ,by the Federal government.' Not 
Including genetic rebates could also make the manufaCturing of generic drugs 
too attractive rfliative to the manufacturing of Innovator !drugs. 

,', 	 '"I 
3. 	 E.c.gPQHcf chaO;,,: Delete reference to carriers or Intermedlart•. 

Batignlle: H~ng drug claims procs98ors also; admin;~ter the rebate program 
rat... conflict ,~f Inte,est and confidentiality IS8~t'5. :I 

4. 	 ErQQQltd cb.ge: The rebate 10rmula shouldlJse a weighted average of the 
pri08l offe,ed'by the manufacturer of a given drug Int~e non-retail market rather 
than the medl"n price of the drug in the non-retail maret. 

BaUon",: u~~ng the median rather than the ';~ightedl average may result in 
slgnlftcantly rEi~uced rebates. For example, If ~ few HMOs and hospitals receive 
substantial dl~unta from drug manufacturera,:\but th~ majority of other providers 
race/va mlnondlscounts, the median will be Ik~ed t9wardS tne lower dlsc~unts, 

e. 	 t:tCQRQlld cbgoge: Change "avlrage price ch~gedd t~ "average manufacturers 
prtce.U ,i: 1 

6 	 ,I " Bgtlqnale: C6naJateney of terminOlogy. .~ 

'I: !i 
 1 

e. 	 PC;Qosed chlnge: The baseline Index price will be the average manufacturers 
prloe (AMP) f9.r the preaCTlptlon from April thro~Qh June 1993. 

Batlonale: A:~pan at several montha is de&JrJle to f;)~Oulate the AMP to get the 
mOlt accurat#;estimate at price. ,i,I 

~ 1 	 ;~ I J 

7. 	 PrDDg,ed chang.: A previlion for dual eliglbl~ must be Included Wltn Medicare 
'erving as re§lpiant of the rebate when MedlCir. 1& t~e primary payor. 

I 	 I 

Bltl;na/e: Ayolde situations In wnich drug manufacturers would pay double 
rab&tI8.Y I I 

! 	 " I 

, 	 ! 

8. Pcgpo'id sm"nge: Add a prOvision which allOws the Secretary to conduct 
verification syrveya of the AMP. " 

I, 

~ 	 ~ 

SItlonala: Qtug manufacturer, provide the S.cretary with tha AMP. Oversight Is 
" 	 , I 

" 
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MEDICARE OUTPATIENT PRESCRIPTION DRUG BENEFIT . ~::. 	 .~ , I 
, 	 "i; :j 

,required to dJ~rmine that the information supplied is a~urate. This provision Is 
con.latent wlth:/the Medicaid rebate program.', il " 

, :~';l 	 ~. :j 

9. 	 PcoROItd cI1,at/ge: A manufacturer Ii con5ider~d the e'ntity holding legal title to 
or POlI88lion:.Of the new drug number (NoC) number ifor the covered outpatient 
drug. :; ,I 

. ;i . t' ,i 
Bltlonals: This provision clarifies the responsible manUfacturer. Thla definition Is 
eon.',tent wlttt the Medicaid rabate agreement ,I 

, 	 , :1 
10. E(QQol8d chapg,: Strike nhigh quality· before "generip substitutes. n 


.C "I 


Ratlonoll: N~ olear what high quality means In relatl~n to generic drugs or 
whfther this r~enC9 Is meaningful given currant FDA practice.

if 	 _,
3 	 !

BIIMIUB·EMIHI 

1. 	 prgRoild chahge: Insert din a previOUS periortl' aftar ~Farges.n 

sMlonl1a: M~re precise. ' ~: I 

;,0' '. ~ I 


2. 	 fragc,ld chAAge: Change Hactua! acqUisition,! cosr to "estimated acquisition 
,..,..... 11 : 	 .1 
......W\. ' '\;' 	 i, 'I'l' j 

,I 
. i . 

Rationale: AQtual acquisition cost is very difficult to aCJmlnister, requiring a survey 
of aoqui.ltlon~008te of pharmacists. Estimated,' acquls;ition cost could be simply 
calculated 88(,4 percentage of average wholesale 

, 
price

j 
(AWP).

, 

i;l 	 { :I 
3. 	 proposed ,ob",g.: Separate discussion of dliPensln, fees from costs of drugs. 

~, 

Bat/g081I: Clarity. 	 'I 
,I:. 

MIDI;.8E HM8. 	 ! 
,,' 	 I 

1. 	 PrgQQled Chiago: Omit this seotion. .1" !i 
~l " I 

Rat!on.,: Srnoe outpatient drug. are added 1.0 the ~eneflt package, HMOi 
would ba required to provide such benefits. i ' , 	 , 

;HMAtii IN P~'YATE INSYBANCEBEOUI8!MENUi 
I~ 	 ,'.'. 	 :1i 
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MEDICAR! OUTPATIENT PRESCRIPTION DRUG BENEFIT 
{.:~ : 

, . 	 PropP'esi chlll;e: This provision should be limited to ipolicies paid for by former 
emplover.. tt' I I 

f , ' i 
RatlQnal': Th~1 new benefit's Impad on Medigap pollc;~a would be dealt with ' 
through 1081 ratio requirements. NAIC would have to revise the standard benefit 
package to account tor the new benefit. I! 

ii 
I 

'I 
1. 	 erQRQlId chahAl: Replace this provision with "Low In60me btmeficlaries receive 

the lama f1nar;!~aI protection for out..ot-pooket QOst& ~ociated with the drug 
benefit u proVided for other Medicare cost-sharing ampunts. n 

, ~, ' 	 I 

BaSlpnaJl: This prOVision clarifies the provision's Intantl Also, financIal &88lstance 
Imp"" a cuh.,payment. ;" ! 

~ 	 1 

I 

f 	 "I 
, . progg.ed ctuWge: Strike ,Rand medical hi8tO~ and Insert "use.· 

. 	 ,.. 1 

2. 	 Rstlonal,; Th~ pharmacist will not have acee,. to the' :patiem's entire medical 
hlBtcry. !f :/ ,i 

I 
I 

V· 	 'I 

!'..• 
.:-. 

. ,
" , 
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