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STATEMENT OF THE ILWU LOCAL 142 ON H.B. 891
RELATING TO WORKERS’ COMPENSATION DRUGS

The ILWU Local 142 supports H.B. 891, which establishes price caps for the Hawaii workers’
compensation insurance system for drugs and authorizes reimbursement of a dispensing fee to
physicians who dispense prescription medications directly to patients,

Recently, disputes have arisen over pricing between insurers/femployers and some physicians who
dispense prescription drugs from their offices. Arguments have been offered from insurers/employers
that prices are exorbitant and must be curbed, while physicians in the practice of dispensing
medications posit that the pricing is in line with the services provided and help to offset the low
reimbursements for medical care under workers’ compensation.

The goal of workers’ compensation is to return the injured worker to gainful employment, either to the
job where he was injured or to a comparable new job. The injured worker wants to get medical
treatment, including medication, that will help him achieve that goal but does not want to be caught in
the middle of the wrangling between insurer/employer and some physicians.

We fully understand the debate but also believe that pricing should be fair. What is being proposed by
H.B. 891 seems fair as it sets caps on pricing at the Average Wholesale Price plus 40%. No one should
make an unfair profit on workers’ compensation.

However, the shortage of physicians willing to treat injured workers is definitely alarming. Low
reimbursements and high paperwork requirements under workers’ compensation have driven many
physicians to discontinue treating injured workers—or not consider treating them in the first place.
These issues must be addressed if the law is to responsibly attend to injured workers. H.B. 152
proposes to address medical fee schedules under workers’ compensation by increasing them to 130%
of Medicare fees. The Department is also looking at adjusting fees for several provider categories
administratively.

The ILWU urges passage of H.B. 891. Thank you for the opportunity to provide testimony on this
measure.
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TO: The Honorable Mark M. Nakashima, Chair
House Committee on Labor & Public Employment

The Honorable Della Au Belatti, Chair
House Committee on Health

FROM: Matt Engels, Vice President, Network Solutions
CorVel Corporation

Re: HBB891 Relating to Workers Compensation Drugs
CorVel Corporation Position: SUPPORT

Date: Wednesday, February 6, 2013: 8:45AM
Conference Room 329

Dear Honorable Chairs Nakashima and Au Belatti and members of the House Committees on
Labor & Public Employment and Health, CorVel Corporation is a national provider of industry-
leading solutions for employers, third party administrators, insurance companies, and
government agencies seeking to control medical costs and promote positive outcomes.

CorVel Corporation is in SUPPORT of the intent of HB891 with the following changes:

> Since all the drugs dispensed by physicians are “repackaged” or “relabeled” there is no
need to differentiate their reimbursement by population as the pricing for “repackaged” or
“relabeled” drugs has been defined in section (). — (g).

» If the prescription drug dispensed outside of a retail, mail order, or institutional pharmacy
is for a repackaged drug, the maximum reimbursement amount shall be calculated
utilizing the average wholesale price set by the original manufacturer of the underlying
drug. If the National Drug Code (NDC) of the underlying drug cannot be determined
from the billing, the maximum reimbursement amount shall be calculated utilizing the
lowest cost therapeutically equivalent or (LTE) drug.

» Medications dispensed outside of a licensed pharmacy to an injured worker are limited to
a 7 day supply measured from the date of injury. Those medications exceeding the day
supply limit will not be reimbursed.

CorVel Corporation Davies Pacific Centar 808.536.2080 phone
841 Bishop Street, Svite 1080 866.910.4924 fax
Www.corvel.com Honolulu, HI 96813 588.383.3303
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Pharmacy costs continue to drive a larger percentage of workers compensation costs.
Pharmaceutical price increases, increase in narcotics, prescribing patterns, and an increase in
physician dispensing are all contributors. A recent NCCI study reported 19% of total workers’
compensation claims costs are for pharmacy claims. CorVel conducted a survey and found that
over 40% of prescriptions were dispensed from doctors which has had a dramatic impact on

COsts.

Cost Issue

1y
2)

3)
4)

3)

California has applied the LTE approach since 2007.

14 other states have adopted regulations, most recently IL and MI. Others are
considering this.

Concentra, the nation’s largest occupational medicine provider, endorses regulating the
premiums from repackaged meds dispensed in office by physicians.

The practice while common in work comp and some auto states, is almost non-existent in
group health and Medicare.

NCCI and WCRI have documented the price premiums.

Safety Issue

1)
2)
3)
4)

3)

Physicians dispensing without insight into objective Rx history is a dangerous practice.
Patients will commonly not share all the meds they are on, either because they simply do
not recall all of them, or they don’t want to share them. The prescriber needs an
objective source.

The neighborhood retail pharmacy, where the patient likely fills all the other scripts, is
the most logical site from which to aggregate drug information.

The repacking industry proclaims quality and control, but they have only anecdotal data
to support their claims.

The practice contributes to the sick role. Injured workers are not sick, they are capable of
filling a prescription at a retail pharmacy. To suggest that they lack the functional ability
to do this is illogical, and to treat a potentially impressionable injured worker as needing
a special delivery system for medications creates dependence and thereby fosters the sick
role.

Thank you for the opportunity to provide written testimony.

CorVel Corporation Davies Pacific Center B0B.536.2080 phone
841 Bishop Street, Suite 1080 866.910.4924 fax
Www.corvel.com Honolulu, Hi 96813 868.383.3803
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2/06/2013 LATE TESTIMON

COMMITTEE ON LABOR & PUBLIC EMPLOYMENT: Rep. Mark M. Nakashima, Chair,
Rep. Mark ). Hashem, Vice Chair, Rep. Henry ].C. Aquino, Rep. Ryan [. Yamane, Rep.
Linda Ichiyama, Rep. Kyle T. Yamashita, Rep. Kaniela Ing, Rep. Aaron Ling Johanson
& Rep. Roy M. Takumi

COMMITTEE ON HEALTH: Rep. Della Au Belatti, Chair, Rep. Dee Morikawa, Vice
Chair, Rep. Rida T.R. Cabanilla, Rep. Bertrand Kobayashi, Rep. Mele Carroll, Rep.
Justin H. Woodson, Rep. Jo Jordan & Rep. Lauren Kealohilani Cheape

Re: Support for HB 891 - RELATING TO WORKERS' COMPENSATION DRUGS and
Support for HB 1240 - RELATING TO MEDICATIONS.

Chairmen / Chairwomen and Members of the Committee:
Thank you for this opportunity to testify in support of House Bills 891 and 1240.

We, RxDevelopment, fully support the utilization of In-Office Medication Dispensing
for patients being treated for work related injuries as well as personal injury.

Point of Care dispensing of repackaged medications allow for physicians to safely
and accurately dispense medications on a national basis and meet all state
requirements for safety and reporting of the medications being utilized. In-Office
Dispensing provides an extremely valuable service for the patients and helps to
drive improved patient compliance and thus improved care. These two aspects help
the patients return to work sooner to make a healthy living and save the overall
aggregated healthcare costs.

House bills 891 and 1240 are bills that we will support as it continues to allow
patients to receive their needed medications by the physician they trust in
accordance with their treatment plan.

Daniel Zukowski
President

Rx Development
Drs Medical

800 Executive Drive E Toll Free: 866.351.PHLL (7455} § info@RxDevelopment.com
Qviedo, Florida 32765 ; Fox: 888.366.7112 i www.RxDevelopment.com
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Febrany 6, 7013 LATE TESTIMONY
To: The Honorable Mark M. Nakashima, Chair LATE TESTIMONY

And Members of the House Committee on Labor and Employment

The Honorable Della Au Belatti, Chalr
And Members.of the House Committee on Health

Date: February 6, 2013
Time: 8:45AM
Place: Conference Room 329

Re: HB 891 Relating to Workers' Compensation drugs

Chair Nakashima, Chair Belatti, Vice-Chairs and Members of the Committee:

My name is Kris Kadzielawa and t am the Director of Operations for Solera Integrated Medical Solutions,
Hawaii's largest provider of payment integrity sefvices 1o workers’ compensation and automobile insurance
programs.

We support this measure.

Physician dispensing has been legal in workers’ compensation and automobile injury claims for many years.
However, not until the past 2-3 years has physician dispensing risen from an obscure practice to top cost driver
and pain point for employers and insurers. The physician dispensing industry has apparently found a niche in
the workers’ compensation and automobile injury to exploit by dispensing and.seiling drugs at multiples of the
cost obtainable through regular retail pharmacies. The workers’ compensation and automobile injury physician
dispensing providers and dispensing physicians have developed pricing tactics not consistent with delivery of
quality, safe, and cost-effective care. Here are the key findings and pain points. The attached Appendix
contains examples supporting each point:

1 Hawali uses Redbook AWP {average wholesale price) to establish reimbursement rates for drugs.
Unfortunately, this Redbook standard does not provide the expected benchmark for market prices
for drugs. Furthermore, Hawaii WC and Auto have the highest drug reimbursement rate in the
country as a percentage of Redbook AWP {average wholesale price) plus 40%. The term “average
wholesale price” sounds like it isa calculated average of wholesale prices when in fact it is not.
Redbook AWP is a number SELF-REPORTED by drug manufacturers and repackagers. Many drugs
are sold by manufacturers at 2-5% of AWP to pharmacies and repackagers. In light of the actyal
whoiesale prices for prescription drugs, you may want to consider limiting the markup to an amount
less than 40% over AWP,

wWWww,soloraing.com
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2 Drug repackagers appear to be competing to provide the highest end-cost drug option and
dispensing physicians choose to dispense these highest-cost options. Repackagers register their
repackaged drugs with Redbook naming their AWP. Then, repackagers appeat to compete for
physician business by having the highest AWPs for their drugs because they ultimately yield the
largest markups for everyone in the physician dispensing chain.

3 Creatlon of tweaked compound medications essentially yielding the effect of dispensing diluted Ben-
Gay or the like: Physiclans prescribe and dispense compound medications {creams and salves) with
formulas tweaked to differ from any other similar formula thus giving them an exclusive drug to
prescribe at'an exclusive price. These compounds are not FDA approved and many deaths and
infections have been linked to compounding pharmacies.

4 The physician dispensing market is moving from repackaging to custom drug manufacturing sources:
in order to procure drugs for which high underlying AWPs can be reported to Redbook. This allows
physician dispensers to circumvent drug repackaging controls aiready passed in many states. This
‘measure does not address this new but rapldly growing problem.

5 There Is evidence of physician dispensing with an apparent “for profit” motive. DOL decision
attached.
6 Physician dispensed vs. pharmacy dispensed pricing differential.is causing a dramatic increase in bill

disputes between providers of service and payors. in Fiorida, the total number of bill disputes
increased fourfoid, while practitioner bili disputesincreased tenfoid from 2010/2011 to 2011/2012.
In Hawail, the Department of Labor indicated a current backlog of over 2,000 disputes, Perhaps the
Director can provide additional information on these disputes; however, we wouid estimate that
weli over 80% are related to physician dispensed drugs.

In summary, this measure addresses some of the problems with drug costs related to physician dispensing and
we support it. If requested, we would be happy to provide additional information on this important issue.
Thank you for the opportunity to testify on this measure.

| %E ,
ris Kazszleéga e

Director of Operations

- Soiera Integrated Medical Solutions
841 Bishop Street, Suite 2250
Honglulu, Hawaii 96813



APPENDIX



APPENDIX |

Hawaii uses Redbook AWP {average wholesale price) to establish reimbursement rates for drugs.
Unfortunately; this Redbook standard does.not provide the expected benchmark for market prices for
drugs. Furthermore, Hawail WC and Auto have the highest drug reimbursement rate in the country as a
percentage of Redbook AWP {average wholesale price) plus 40%. The term “average wholesale price”
sounds fike itis.a calculated average of wholesaie prices when in fact it is not. Redbook AWP is 4 number
SELF-REPORTED by drug manufacturers.and repackagers. Many drugs are sold by manufacturers at 2-
5% of AWP to pharmacies and repackagers.

Here are examples of how much the dispensing physician pays for the drugs vs. how much is billed for
the drugs to workers compensation vs..how much this drug is available for at retail pharmacies in
Hawaii.

Medication Dispensed Amsount Physician Paid | Bliled as % of | Local
Biiled by Cost Pharmacy
Physician Price
Carisoprodol 350mg #30 $277.47 $4.80 5,781% $17.79
Diclofenac Sodium 100mg #30 | $200.74 $12.82 1,566% $50.90 |
Naproxen 500mg #60 | $188.16 $4.40 4,276% $60.09
Omeprazole 20mg #60 $367.11 $11.42 3,215% $130.54

Please see the attached Redbook AWP Policy and our email exchange with Redbook whereby they
confirm that if we filled out the attached drug registration form, we could name an AWP price of
$1,000,000.00 per pill for our repackaged “drug” and that the AWP is just a self reported number from
the repackager/manufacturer.

If you would like to register a repackaged drug with Redbook, you can, Just fill out the attached form
and name your own AWP {Average Wholesale Price).



THOMSON REUTERS

Revised February 17, 2004
AWP POLICY

The Average Wholesale Price (AWP) as published by Thomson Reuters is in most cases the
manufacturer's’ suggested AWP and does not necessarily reflect the actual AWP charged by a
wholesaler. Thomson Reuters bases the AWP data it publishes on the following:

«AWR-isteported by:themanufacturer:or.

« AWP is calculated based on a markup specifiod by the manufacturer. This markup is typicaily
based on the Wholesale Acquisition Cost {WAC) or Direct Price (DIRP), as provided by the
manufacturer, but may be based on other pricing data provided by the manufacturer.

When the manufacluier does not provide an AWP or markup formula fram which AWP can he
caleulated, the AWP will be calculated by applying a standard 20% markup over the manufacturer
supplied WAC. If a WAC is not provided, the standard markup will be applied to the DIRP.

Please note that Thomson Reuters does nol perform any independent analysis lo determine or
calculate the actual AWP paid by providers® {o wholesalers. Thomson Retters also does hot
independently investigate the actual WAC paid by whelesalets o manufacturers or DIRP paid by
providers to manufacturers. Thomson Reuters relies on the manufacturers o report the values for
these categories as described above.

Thomson Reuters provides a list of the manufacturers that do not provide the AWP or a markup
formula. The st of these manufacturers and products Is available at
hitp:/fclinical thetmsonhealthcare.com/productsireghookiawp/

Additionatly, an ASCII text file with this same information is available to download. For more
information on this file and instructions on dewnloading, please contact Thomson Reuters Technical
Support at hltp:/iclinical thomsorhealthcare.com/supporl/request/

Please refer to this AWP Policy as you review the pricing information contained in the Thomson
Retters products.

1 The term *manufaclurer” includes manufaclurers, repackagers, and private labeless..
2 Theterm "provider” includes retailers, hospitals, physictans, and others buying either from the wholesaler or direclly from
the manulaciurer for disiribulion o & patien.

® thomsitesirscom



From: Kathy. Voeck@thomsonreuters.com [mallto;Xa
Sent: Wednesday, May 23, 2012 4:02 AM

To: Valladares, Maria [Audatex - Americas]
Sybject; RE: RedBook questions regarding AWP
Marla,

$ee answers belowdn RED.....

Kathy Vaeck

Research Analystiindustry Lialson
Red Book Administration
Heallicare & Sclence

thingreen Healors

§200 5. Syracuse Way, Suite- 300
Greenwgod Village, Co. 80111
D 303-486-6465

F 303-486-9297

T 800-724-9937

kathy.vosck@homsonreuters.com
mdx.Red Book_data@thomsonteulers.com

From: Valladares, Maria [Audatex - Amerlcas) [mualito;Marta, Yalladares@audatex,con)
Sent: Tuesday, May 22,2012 8:20 PM

To: Red Book Dala Acquisitions

Cc: Kadzelawa, Kris {Audatex - Americas]

Subject: RedBook questions regarding AWP

Hetlo, we have a subscription to RedBook and | have the following questions:

1) s the WAC the amount the repackager paid for the drug?WAC is Whalsale Acquistion Cost, | have no knowledge
how each repackager aquires their products.
2) tfadrug is identified as “Repackager Y*, how do | find the Originai Manufacturer and NBCH? (I notice this is
information you request on your RedBook New Product Information Form)This is for RedBook reference, we do
not pubtish lhi%nform tion.

xxxxxxxx

oy WP R ILE
4} What does "Average” in AWP mean, and who identifies it in'the AWP, RedBook or the entity requesting the new
NDC? AWP= Average Whoiesaie Price
1 subinit.a new N

Thanking you in advance for your time and response,
Maria

Marin Villadares, RN, BSN, CPC, CPCH
Birectr of Afedical Relmbwrseiment

1318, 0 Solera Company

841 Bishop S8 H2250

Haonofnln, 196813

BUS. SAE22 et 22

818,899, 2774 Fay



RED BOOK™ NEW PRODUCT INFORMATION

IMPORTANT: Please inciude a Package Insert (P} and Product Label along with all New Products or NDC changes with this form.

Product Name
Manufacturer Name
Distributor Name
Original Manufacturer
Qriginal Manufacturer NDC
CHECK THE PROUUCT TYPE Ol Teade  [IEranded/Ceneric  [1Generic  [JRapackaged [ISurgicel/Device  [Chemical for Compounding

CHECK DEA CLASS Orx  Oore O¢i Ocn Ocw Ocv

Ciosage Form : Routeof Administration

Product Packaging (2g. Sox, Vial, Somie) . .

Effective Date OB Raiting NDA# ANDA# fihchge Oncumaniotion iFNDA or ANDA goalicatii.)

Aduitional Description

CHECK IDENTIFIER
ONDCOUPCOH

.................................................

WG LSRR L

£1YES [INO =

Submitted by . Date
Phone E-mail Fax

Click supmit to send completed form 10 mdx.Red_Bock_data@themsonreuters.com

I you have any questions, please call the RED BCOOK support group at +1 800 724 9937
IM-TH 8:00 AM-5:00 PM MST, F 2:00 AM-2:30 PM MST) or e-mail mdx.Red_Book_dataZthomsonreuters.com.

F LG TR Fauber D B Sl teied - PR LR 104 4897



APPENDIX I}

Drug repackagers oppear to-be competing to provide the highest end-cost drug option and dispensing
physicians choose to dispense these highest-cost options. Repackagers register their repackeged drugs
with Redbook naming their AWP. Then, repackagers appear to compete for physician business by having
the highest AWPs for their drugs because they ultimately yleld the largest markups for everyone in the
physiclan dispensing chain.

Please see the attached marketing letter from a repackager to a dispensing physician touting the
repackager’s higher AWP and higher spread between cost-and AWP for higher dispensing profitabiity.



Quatnty Care Propuars, LLQ

7560 Lewis AVENUE » TEMPERANCE, MI 48182
Phone 800-337-8603 ¢ Fax B00-847-7921

Quality Care Products, LLC (QCP) is a Federally Licensed Drug Re-packager having a
specific NDC number and a specific AWP for each of the drugs it offers for sale. QCP is
registered in the Redbook, Medispan; and First Data Bank.

Enclosed, please find a copy of our Confidential Pharmacy Price List which will enable
you to do-a quick and privale:analysis regarding profitability on some-of ourmeds by .
simply comparing the difference between the cost and AWP of QCP vs the difference
between the cost and AWP of your current supplier:

Every day more and more Independent Pharmacies are realizing the benelfits of using
QCP for some of their meds - espscially major brand drugs.

There are some restrictions and a few minor inconveniences that are more than offset
by the significant increase in profit margins.

Also included in this packet is a QCP Update and all paperwork needed to get started
with QCP. “Nothing lasts forever”, so don't let this opportunity pass you by — give QGP a

try.

See conitact informaiion below for questions or concerns.

Mark Holmes

Quality Care Products, 1L1L.C

{800) 284-3130Q, Ext. 225 or (734) 847-3847, Ext. 225
rk@lakeeriemedical.co



APPENDIX HI

Creation of tweaked compound medications essentiully yielding the effect of dispensing diluted Ben-Gay
or the like. Physicians prescribe ond dispense compound medications {creams and salves) with formulas
tweaked to differ from any other similar formula thus giving them an exclusive drug to prescribe at an
exclusive price. These compounds are not FDA approved.

Attached is an exampie of a bilf for a compound cream (essentially diluted Ben Gay) for $495.60 per
tube. A single City and-County of Honolulu claimant received aver $8,200.00 of such diluted Ben Gay
over a 60-day period even though he said he didn’t want it and was not using it.
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APPENDIX IV

Physician dispensing maving from repockaging to custom drug manufacturing sources in.order to
procure drugs for which excessive underlying AWPs can be reported to Redbook as “Original
Manufacturer.” This gllows physician dispensers te circumvent drug repockaging controls alreddy
passed in many states.

On the next two pages, please see two examples of acetaminophen (generic Tylenol) from two
manufacturers. One manufacturer lists their AWP at $ 0.014 per 325 mg pill for acetaminophen, while
the other {for physician dispensing) lists an AWP of $3.58 per 325 mg pill for acetaminophen. At AWP +
40%, you would be paying over $751.80 for a bottle of 150 pills of Tylenol.
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RED BOOK Online® Product Details

Product Information
Product Name: ACETAMINOPHEN Code: NDC

Active Ingredient(s): ae o 17714-
) ADVANGE identifier: 0012-01

Manufacturer/Distributor: :?\%ARMAGEUTIGAL U_nit Dose: N

Form: TABLET

Strength:

Size: 100s ea

Route of Admin: ORAL

Orange Book Code: Description:

DEA Ciass: OTC

Current Pricing Information: - AWP Unit Pricing History:  : J-

Package Unit Eff;:g"e : g;ff:ﬁ"e Unit ChZ;g o Codes:

AWP 449 0.01490 01/01/1992 01/01/1992 (01480 g.0 -

WAC - - - - - -

DIR - - - -

FUL - . - — e

SRP - - - S

Copyright © 1974-2012 Thomson Reuters. All rights reserved.

hitp:/iwww thomsonhc.com/micromiedex2/librarian/ND_T/evidencexpert/ND_PR/evidenc...  7/26/2012.
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RED BOOK Online® Product Details

Product Information

Product Name: Code: NDC
Active i.ngr.edeent(s).. MED-CHEM identifier: gg;tgﬂ .
Manufacturer/Distributor: MANUFACTURING Unit Dose: N
Form: TABLET Single Source: N
Strength: by " N
Size: 150s ea Generic: ¥
Route of Admin: ORAL Add'l
Orange Book Code: - Description:
DEA Class: oTC
Current Pricing Information: AWP Unit Pricing History:  ~ J-
Package Unit Crecave Effective oy cnz;:mg . Codes:
AWP  “537.65 3.58433 03/26/2012 = 03/26/2012 584X 0.0 -
WAC 43550 2.90333 03/26/2012 . - - e
DIR 48386 3.22573 03/26/2012 - = -
FUL S - - -
SRP - - - - -

Copyright © 1974-2012 Thomson Reuters. All rights reserved.

hitp:/fwww thomsonhe.com/micromedex2/librarian/ND_T/evidencexpert/ND_PR/evidenc... 7/26/20G12



APPENDIX V

There is evidence of physician dispensing with on apparent “for profit” motive. DOL decision on Aloha
Pain Clinic attached as evidence. This bill seeks to limit potentiol for drug dispensing with a for profit
maotive by reducing financial incentives for physicians to prescribe and dispense unnecessary and/or
unwanted drugs. Piease see attached Department of Labor decision.
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injuxies to the lumbosaoral spine, loft hip, left thigh, left leg, loft knee,
YefL olbow,. lefl foreaxm, left wxiet, chast, and 11th zip by acvident axlaing
put of and in the courps of employment weikh Lha above-named employer on
4/23/a009, @dald pgreoment provided beneilbs pursuanis to Chapter 186, Havwail
Roviged gtatutes (HRS), dpeclfically, sadd Oxdex provided for such medical
cars, services, and supplies as tho natuxe of the injury muy requira,
temporary tobal dlgability benofits beginndng {(Walting period; 4/24/2009
through 4/26/2009) 4/27/2009 thxough 5/2/2010, for’'a total of §38,425.00,

The parties further agveed tho ulaimunt puflered 7% poxrmanent paxtial
alédunilicy of the whole person inolusive-of the 1lth xib, 24% pexianent
paxbial disability of Lhe left lower extxemlty, LY pexrwansnt purtial
dlpabilily of the left hand, 2% permanent partlal dlsability of the left
upper extromity, and dextain d:l.ufiqm:ement: rhe average waeekly wages of tho '
glalmant were 31,478.00,

A hearing presided ove:x‘by flearings Ofﬂiuer Kimoto wag held on

§/13/20132.
TeAuR
Ia the claimant ontitled to fuvther medical caro fox the injury of
§728/20097
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PARTYNH! ROSITIONS ’ ‘ ’

Yhe claimant contends that he went to Aloha Pajin Clinic and saw Rudolph
Puana, ¥.D., for hils left hip and lefit leg pain. Clalwant’s last attending
physician gas Terry Smwlth, M.P.; wnd claimant could not find another doctor
to treat him work injury. on 2/28/2012, claiment was preeoribed medications
:!.ncludi.ng Ondangetxon 4mg 30, Randbtidine 2o0mg #60, Pleotox Pakeh 1.3% [j30,
‘nmitiza 24moy ji60, -Heloxicam 7.5my #60, Spead Gel Rx »ain Relisf dol 3oml,
Zolpidem Taxlkrate Smy {30, Hydroaodoue, and Acotaminophen 10-328mg #90,
Claimant Lold bx. Puana that he did not want to take wedicationd, but he was
presoribed all of thosa medicabions, Clalmaont tuise to take as litkle
medidabtions as poseible for any of his econdivlous, *

on 6/12/2012, vlaimaut sent un smail to Aloha 2ain Clinia queationing
the necessity of alil of the presoribed medications with the total wvost
exoeeding $5,000.00. Claimant will be trying te zeturn the wmedicationg _since
he will not be taking tho medlcations,

The enployer vontends thub they have nol denied fuxther wmedioal dare
for dlaimant, Upon yeoeiving the medicu) hille from Aloha Pain Clinde,.
amployor guestionad Ghe §8,201,34 in prosoription modioations and wantsd an
independent medical evaluation sinve it appeared olajmunt way have suffersd a
new injuxy. By letter dated 3/30/2012, smployer asked AlLoha Pain ¢linic o
provide clalmant wlth a written presurxipt:ion since claimant wag provided a
prancript:lon gaxd From Firat Buript. In comparing the cost of the

medications From Aloha Pain Ciinfe, if claimant utilized the presoxiprlon
card £rom First foclpt, the pame medicatlons would cost §944.08.

FINDINGE OF FACT

The History and Physleal neport dated 2/15/2012 fxom Aloha Pain ¢Jiniu
noted claimant!s left hip pain becime moxe pignificant lately, <Clalwant was
noted to be taking Dlovan and gout medications mnd ne pauln medications, In
his zepoxt dabed B/25/2010, Yamosn Langpdorkhy, M.D., noted dlalmanteg
mediontions wexe Diovant and Allopuxinal, Claimant/s medfcabions have heen
vongidtently limited Lo only Dlovan and Allopuriuval.duxing thess periocds,

it %«W e mim;mwmim O a{mlgqu«_

4 o K (x g e -3 1 '
mw-bemm fordho T oﬁ»&hﬁ» gmaagg&m;;!am maﬁigahi@m clnlmant: ﬂhall.
not he charged for those preseriptlion medications.

Employty has nol denled furthexr wediocal ¢ave, aarvicas, ox supplies fox
alaimant !y work injuzy.
: ' PRINCIRLES OF LA

gections 306-21 and>396-26, HRE, provide that a liable omployer shall
pay for such medicval carve, sexvices, and guppliep ap the nntuve of the injury
may reaculre,

* +




CONCLUOZONE OF LAW .

Tho Director finds, basged on the Fiudings of Fagt and Principles of
Law, the olaimant continues Lo be antitled Lo further wedical oarxa, but Lho
employer is not liable for the presoription medicationu dispenmed by Aloha
Pain clinic oii 2/18/2012. The Dixreckor oredits the poajtion of the claimant
and the esmployer,

-

DECISION AND ORDER

i, Sections 386-21 and 386-26, HRY, naid employex shall
cgontlnue to pay fox #uch medical care, sexviges, and
puppllies ug the natuve of the injury may requixs, oxrulwdiing
the presoyiptilon medications digpensed on 2/15/2012 by
Aloha Pain Clinle, ¢lulwmant phall not bo charged for the
prevscription medicatdons. ¢

4

BY ORDER OF THE DIRECIOR, AUGUST 8, 2012,

e

tige of appeal with the

APPEAT: Thig decipion may be appesaled by £1iling a written n _ _
oa_;unl:y representative within

Director of Labor and ITndustrial Relatione or Ehe Dlredlion’s
cwonty days after a copy of this decision has been sent. ;
It io the polidy of the Depurtient of Labor and Induatrial rblabions that no person shall
on the bapis of vace, oolow, sex, marital gtatus, zeliglon, ¢reed, etimic oxigin,

national oxigin, age, disability, ancestry, axxest/eourt record, sexmml oxdentukion, and
Nutional Qusrd participation ko subjected to discriminution, excludeil fxom participation,

or denied tho benofitp of the departmentls soxvicen, programs, actlviktiaey, ror eaplopnent,
i - b A i »
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APPENDIX VI

Physician dispensed vs. pharmacy dispensed pricing differential is causing a.dramatic increase in bill
disputes between providers af service and payors. In Florida, the total number of bill disputes increased
fourfold, while practitioner bill disputes increased tenfold from.2010/2011 to 2011/2012.

In Hawaii, the Department of Labor indicated a current backlog of over 2,000 disputes. Perhaps the
Director can provide additional information on these disputes; however, we would estimate that well

over 80% are related to physicion dispensed drugs:

Please see the attached article from Business Insurance,
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Florida's workers comp medical
reimbursement disputes up fourfold

January 28, 2013 - 3:36pm
0 2 3 COMMENTS REPRINTS

ADVERTISEMENT

Florida saw a nearly fourfeld increase in

2.0 ;. 3 " medical reimbursement disputes for workers

mFmolmRmsTYc v v compensation cases in its most recent fiscal
UNDER year, driven largely by reimbursement

REGIONAL BROKEK LEADERS petitions for physician-dispensed prescription

» 40 REGIOHAL BROKERS medications, according to the Fiorida

> 5 REGIONAL NETWORKING EVENTS Department of Financial Services Division of

Workers’ Compensation.
OMINATE YOUR
JKER 10D

That finding was discussed this monthin a
biennial report on the state of Florida's
workers comp sysfem, issued by a three-
member panel of the state workers comp
division. The Fiorida workers comp division
_ _ includes an Office of Medical Services that
Whals This?  resolves medical reimbursement disputes
between insurers and health practiliéners.

http://www.businessinsurance.com/article/20130128/NEWS08/130129831 ?tags=|65{304{92  2/5/2013
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The division's report shows that there were 15,000 medical reimbursement petitions
submitted by health care providers to the state workers comp division in fiscal 2011-12.
That's compared with 3,777 pelitions filed in fiscal 2010-11.

In its report, the workers comp panel said Florida lawmakers could help reduce
reimbursement disputes by passing legislation to limit price differences between repackaged
drugs and non-repackaged prescriptions.

The panel also recommended increasing time limits for insurers to respond to medical
reimbursement dispute petitions, partly to alow time for insurers and health care providers to
negotiate reimbursement outside of the dispute resolution process.
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* Singapore: Minister proposes amendment to Insurance Bill
: GLOBAL FOCUS
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LATE TESTIMONY

From: Matthew Matsunaga [mmatsunaga@ schlackito.com]

Sent: Tuesday, February 05, 2013 6:48 PM LATE TESTIMONY
To: LABtestimony

Subject: Testimony in support of HB 891 and HB 1240 (with suggesied amendments)

DATE: Wednesday, February 06, 2013
TIME: 8:45AM.
PLACE: Conference Room 329

State Capitol

415 South Beretania Street

RE: House Bill 891 and House Bill 1240

Automated HealthCare Solutions (AHCS) submits the following testimony which supports in
part H8 891 and supports H8 1240. Specifically, AHCS supports:
- the provisions of HB 891 providing for a repackaging premium and providing for
dispensing fees for physicians who dispense repackaged medication directly to their
patients; and

- the provisions of HB 1240 providing for reimbursement for physician dispensed
repackaged medication be set at original manufacturer AWP plus forty percent for
brands medication or original manufacturer AWP plus sixty percent for generic
medication.

. Overview of Proposed Legislation

HB8 891 proposes that medication reimbursement be priced in accordance with the medical fee
schedules adopted by the director “or a lower amount for which the carrier contracts.” HB
891 proposes that the price for repackaged prescription medication be calculated by
multiplying the number of units dispensed by the average wholesale price (AWP) set by the
original manufacturer of the underlying drug, “plus no more than forty per cent,” and adding a
repackaging premium. HB 891 also provides for dispensing fees for physicians who dispense
repackaged medication directly to their patients.

HB 1240 proposes that the reimbursement for repackaged prescription medication be
calculated by multiplying the number of units dispensed by the average wholesale price set by
the original manufacturer of the underlying medication, plus forty per cent for brand
medication or plus sixty per cent for generic medication, except where the carrier and the
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specific provider seeking reimbursement have directly contracted between one another for a
lower reimbursement amount.

Ii. Comments on Proposed Legislation

AHCS opposes HB 891’s language which reimbursement for repackaged medication be set at
the original manufacturer AWP “plus no more than forty per cent.” First, the language
effectively limits reimbursement to the original manufacturer’'s AWP by not requiring the
carrier to reimburse anything above original manufacturer’s AWP (put differently, the carrier
can unilaterally cap reimbursement at the original manufacturer AWP). Second, the vague and
arbitrary language of “plus no more than forty percent” will undoubtedly cause disagreement
between providers and carriers regarding what amount (if any) above the original
manufacturer’'s AWP should be allowed - - further inundating an already backlogged DLIR with
additional billing dispute petitions.

AHCS supports HB 891’s provisions providing for a repackaging premium and providing for
dispensing fees for physicians who dispense repackaged medication directly to their patients,
as these two provisions take into account and recognize the added costs (physician must
purchase repackaged medication from a repackager) and value {point-of-care patient
treatment) associated with physician dispensing.

AHCS supports the provisions of HB 1240 which clearly set reimbursement for repackaged
medication at the original manufacturer’s AWP pius forty per cent for brand medication and
the original manufacturer’'s AWP plus sixty per cent for generic medication. Further, AHCS
supports the provision of HB 1240 which allows for an agreed-upon lower reimbursement rate
pursuant to a contract between a carrier and a provider for the lower, agreed-upon rate.
Unlike the language of HB 891, HB 1240 makes it clear that there must be privity between a
specific carrier and a specific provider for a lower reimbursement rate in order for a lower,
agreed-upon rate to apply. AHCS believes this language ensures that there can be no
unilateral imposition of a rate arbitrarily set by the carrier by virtue of having an unrelated
third party contract rate.

1. Additional Suggestions

in addition to the foregoing comments, AHCS suggests that a $500 service fee, payable to the
State of Hawaii general fund, be assessed on a per claim basis against carriers who engage in
“improper reimbursement tactics” and/or negotiate in bad faith. AHCS further suggests that
there be a rebuttable presumption that a carrier is engaging in “improper reimbursement
tactics” when the DLIR has determined that a carrier has unreasonably reimbursed a provider,
or its assignee, more than [X] times in a calendar year. While AHCS generally supports the
provision in Hawaii Administrative Rule § 12-15-94(c) which allows for “a service fee of up to
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$500 payable to the State of Hawaii General Fund [to] be assessed at the discretion of the
director against either or both parties who fail to negotiate in good faith,” we do not feel that
it goes far enough to deter improper conduct. Accordingly, AHCS recommends that a $500 fee
be assessed on a per claim basis against carriers engaging in improper reimbursement tactics
and/or negotiating in bad faith. This will not only help to eliminate the “games” played by
carriers seeking to avoid payment but also should alleviate the DLIR from additional bill
dispute petitions filed by providers who are legitimately seeking reimbursement for their
services.

Finally, for the same reason, AHCS also supports codifying the provision set forth in § 12-15-
94(c) which states that “[i]f more than sixty calendar days lapse between the employer's
receipt of an undisputed billing and date of payment, payment of billing shall be increased by
one per cent per month of the outstanding balance.”

Thank you for your consideration.

Jennifer Maurer, Esq.

Government Relations Director
Automated HealthCare Solutions, LLC
2901 SW 149th Avenue, Ste. 400
Miramar, FL 33027

954.416.8403 Office

954.852.2497 Cell

954.465.2257 Fax

Submitted by AHCS’ attorney:

Matthew M. Matsunaga

§i] SCHLACK ITO

AEIMITAD LIARILITY LAW COMBANT

Topa Financial Center ® 745 Fort Street, Suite 1500 e Honolulu, Hawaii 96813
Direct: (8308) 523-6061 « Main: {808) 523-6040 e Fax: (808) 523-6030

Email: mailto:mmatsunaga@schlackito.com ¢ Website: www.schlackito.com

This e-mail is confidential and may be privileged. If you are not the intended recipient, please immediately delete this message and notify the sender by
telephone or reply e-mail. Dissemination, distribution or copying of this e-mall is prohibited. Thank you.



LATE TESTIMONY

From: mailinglist @ capitol.hawaii.gov

Sent: Tuesday, February 05, 2013 7:46 PM

To: LABtestimony

Cc: manny@drsmedical.com

Subject: *Submitted testimony for HB891 on Feb 6, 2013 08:45AM*
HB891

Submitted on: 2/5/2013
Testimony for LAB/HLT on Feb 6, 2013 08:45AM in Conference Room 329

Submitted By Organization Testifier Position Present at Hearing
|  Manuel Bojorquez || Individual I Support I No |
Comments:

Please note that testimony submitted less than 24 hours prior to the hearing, improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster @ capitol.hawaii.gov
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