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February 22, 2017 

 
 To: The Honorable Sylvia Luke, Chair, 
 The Honorable Ty J.K. Cullen, Vice Chair, and 

Members of the House Committee on Finance 
 
Date: Wednesday, February 22, 2017 
Time: 3:00 p.m. 
Place: Conference Room 308, State Capitol 
  
From: Linda Chu Takayama, Director 
 Department of Labor and Industrial Relations (DLIR) 
 
 

Re:  H.B. No. 1181 HD2 Relating to Workersꞌ Compensation 
Prescription Drug Reimbursement 

 
 

I. OVERVIEW OF PROPOSED LEGISLATION  
HB1181 HD2 proposes to amend section 386-21.7, Hawaii Revised Statutes 
(HRS), to establish a reimbursement rate for prescription drugs and to limit 
physician-dispensed prescription drugs in the following manner: 

• Any prescription drug including repackaged & relabeled drugs and 
compound prescription drugs shall be reimbursed at an unspecified per 
cent of the average wholesale price. 

• Physician-dispensed prescription drugs for an injured worker shall be 
limited to an unspecified time following an injury. 

 The Department supports the intent of the measure and offers comments below. 
 

II. CURRENT LAW 
Currently, section 386-21.7, HRS, allows prescription and compound drugs to be 
reimbursed up to one hundred forty per cent of the average wholesale price. The 
law does not include a time limit for physician-dispensed prescriptions.   
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III. COMMENTS ON THE HOUSE BILL 
1. According to the Pharmacy Resource Guide August 2016 report, Hawaii has the 

highest pharmacy reimbursement rates in the country for both brand and generic 
rates (See attached chart). 
 

2. DLIR is concerned with the steady increase in prescriptions and medications in the 
treatment of injured workers. This increase in use has led to a steady rise in costs 
and in some cases, an exorbitant cost for compound drugs. The Department 
believes this proposal helps to identify the problem and will help control costs. 

 
3. In 2016, the Department assembled the Workers' Compensation Working Group 

as directed by H.C.R. 168 HD2 SD1 to assess workers' compensation issues. The 
working group reviewed the various states’ and federal prescription drug 
reimbursement rates and, with the assistance from the working group, the 
Department is currently analyzing reduced rate changes. Also under consideration 
are proposals to reduce the fee percentages or to use formularies from commercial 
plans. 
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February 21, 2017 
 

TESTIMONY TO THE 
HOUSE COMMITTEE ON FINANCE 

 
For Hearing on Wednesday, February 22, 2017 

3:00 p.m., Conference Room 308 
 

BY 
 

JAMES K. NISHIMOTO 
DIRECTOR 

 
House Bill No. 1181, H.D. 2 

Relating to Workers’ Compensation Prescription Drug Reimbursement 
 

(WRITTEN TESTIMONY ONLY) 
 

TO CHAIRPERSON LUKE, VICE CHAIR CULLEN, AND MEMBERS OF THE 
COMMITTEE: 
  

Thank you for the opportunity to provide comments on H.B. 1181, H.D. 2. 

The purposes of H.B. 1181, H.D. 2, are to decrease the reimbursement rate for 

prescription drugs in the workers' compensation system based on a percentage of the 

average wholesale price and restrict the provision of physician-dispensed prescription 

drugs to a specified time following injury. 

The Department of Human Resources Development (“DHRD”) has a fiduciary 

duty to administer the State’s self-insured workers’ compensation program and its 

expenditure of public funds. 

DHRD supports the proposals introduced this session which help to bring Hawaii 

more in line with the rest of the nation on its reimbursement rate and reduce medical 

costs for workers’ compensation claims.  In that regard, we recommend consideration 

be given to reinstating the lower rate of -10% set forth in the original version of this bill 

and in H.B. 706.  According to the Department of Labor and Industrial Relations 
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Workers’ Compensation Data Books for 2011 and 2015, total medical costs for all 

Hawaii employers increased 21% from $103.5M in 2011 to $125.6M in 2015.  Total 

workers’ compensation costs over that same period also increased 21%, from $246.7M 

to $298.2M, showing how much medical costs drive the overall costs for workers’ 

compensation claims.  Without measures such as this bill, we expect medical costs to 

continue to increase in light of the 2015 Hawaii Supreme Court decision, Pulawa v. 

Oahu Construction Co., Ltd., and Seabright Insurance Company, SCWC-11-0001019 

(Hawai’i November 4, 2015) which liberalized the standard for medical treatment from 

“reasonable and necessary” to “reasonably needed” and allows claimants to “receive[ ] 

the opportunity for the greatest possible medical rehabilitation.” 



















FRANK IZUTA M.D. 

1401 South Beretania St., Suite 630, Honolulu, Hawaii 96821  Ph. 808.521.8145  Fax 808.521.8143 

 

February 21, 2017 
 
 
Committee on Finance 
 
Re: HB 1181 HD2 
 
Dear Committee Members, 
 
I strongly oppose HB 1181 HD2 because it discriminates against physicians by limiting their 
ability to be fairly compensated for providing medical services.   
 
The benefits of physician dispensaries for patients include ease of obtaining medication, 
improved compliance with taking medication and obviating the time required by a patient to 
obtain medication from a pharmacy. 
 
The only legitimate rationale I can see for the proposal of this House Bill is to cut costs.  
However, I am somewhat puzzled because it is my understanding that the cost of medication 
dispensed from physicians’ offices is very close to what a pharmacy charges.  Though many 
Insurers would disagree I have yet to see any billing documents that support their claim. 
 
Most concerning is the singling out of physician office dispensaries for cost cutting and to limit 
the amount of time medication can be dispensed from a physician’s office. Why are there no 
House Bills trying to regulate pharmacy charges?  If the Bill passes why would anyone want to 
limit the amount of time a physician can prescribe medication when the charges for those 
medications would be far less than at a pharmacy? 
 
At best HB 1181 HD2 is a poorly conceived attempt at controlling a physician’s practice and at 
worst it discriminates against the doctors who provide care to Hawaii’s injured workers.   
 
Please do not allow this bill to pass.  There is no evidence it will cut costs but it will be 
detrimental to patient care and potentially can cause more physicians to stop treating work 
related injuries.   
 
Sincerely, 
 
 
Frank Izuta M.D.  
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Testimony to the House Committee on Finance
Wednesday, February 22, 2017 at 3:00 P.M.

Conference Room 308, State Capitol

RE: HOUSE BILL 1181 HD2 RELATING TO WORKERS’ COMPENSATION
PRESCRIPTION DRUG REIMBURSEMENT

Chair Luke, Vice Chair Cullen, and Members of the Committee:

 The Chamber of Commerce Hawaii ("The Chamber") supports HB 1181 HD2, which
amends the reimbursement rate for prescription drugs in the workers' compensation system to be
ten per cent below average wholesale price; restricts the provision of physician-dispensed
prescription drugs to the first ninety days following injury.

 The Chamber is Hawaii’s leading statewide business advocacy organization, representing
about 1,600+ businesses. Approximately 80% of our members are small businesses with less
than 20 employees. As the “Voice of Business” in Hawaii, the organization works on behalf of
members and the entire business community to improve the state’s economic climate and to
foster positive action on issues of common concern.

Prescription drugs and especially repackaged drugs are a huge cost driver in the workers’
compensation system.   Since Act 231 was enacted, further analysis of other states shows that of
the 37 states that reimburse prescription drugs on the basis of a percentage of average wholesale
price, the reimbursement rates range widely.  Notably, Hawaii has the highest reimbursement
rate for brand name and generic drugs at 40 percent over average wholesale price.

The national average reimbursement rate is three per cent below average wholesale price
plus a $4.32 dispensing fee for brand name drugs and four percent below average wholesale
price plus a $4.94 dispensing fee for generic drugs.  Hawaii is clearly hugely over the national
average.  This bill does not take away any employee rights or treatment but rather focuses on
cost containment issues which is good for all concerned.

If the committee plans to address the day supply allowable to be prescribed we ask that it
be ninety days or less.

 Thank you for the opportunity to testify.
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To:     Representative Sylvia Luke, Chair 

   Representative Ty Cullen, Vice Chair 

  House Committee on Finance 

     

From:   Mark Sektnan, Vice President 

 

Re:  HB 1181 HD2 – Relating to Workers' Compensation Prescription Drug 

Reimbursement 

  PCI Position: SUPPORT 

 

Date:  Wednesday, February 22, 2017 

  3:00 p.m., Conference Room 308 – Agenda #2 

 

Aloha Chair Luke, Vice Chair Cullen and Members of the Committee: 

 

The Property Casualty Insurers Association of America (PCI) is pleased to support HB 1181 

HD2 which decreases the reimbursement rate for prescription drugs in the workers' 

compensation system based on a percentage of the average wholesale price (AWP).  The bill also 

restricts the provision of physician-dispensed prescription drugs to a specified time following 

injury.  In Hawaii, PCI member companies write approximately 42.3 percent of all property 

casualty insurance written in Hawaii.  PCI member companies write 44.7 percent of all personal 

automobile insurance, 65.3 percent of all commercial automobile insurance and 76.5 percent of 

the workers’ compensation insurance in Hawaii.   

 

Hawaii has the highest pharmacy reimbursement rates in the country for both brand and generic.  

This bill will help bring Hawaii more in line with the rest of the nation on its reimbursement rate 

and reduce medical costs for workers’ compensation claims.  According to NCCI, prescription 

drug prices increased 11 percent in 2014, which is much greater than the ten-year average of four 

percent.  Prescription drugs account for 17 percent of total medical costs.  Furthermore, 

physician-dispensed drug costs in Hawaii are greater than 16.2 percent of the total prescription 

drug costs. NCCI lists only seven states as high-cost physician-dispensed drug states of which 

Hawaii is included: Connecticut, Delaware, Florida, Georgia, Illinois, Maryland, and Hawaii.  

 

In the past decade, many states have enacted legislation or implemented regulations to reduce the 

cost of physician-dispensed repackaged drugs. The reforms attempted to address the much higher 

prices paid to physicians for drugs dispensed from their office as compared to prices paid to 

pharmacies for the same medication. These reforms have been price-focused and limit the 

maximum reimbursement amount to the AWP set by the original manufacturer of the underlying 

drug product.  
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However, there are now drug manufacturers that are manufacturing new drug strengths for 

generic drugs that are commonly prescribed to injured workers. These drug manufacturers are 

assigning an AWP to these newer drugs that are much higher than the AWP assigned to the more 

common dosages of the same drugs. Consequently, physicians can prescribe and dispense these 

new drug strengths and receive much higher reimbursement than would be received for 

dispensing the common dosage of the same drug.   

 

Workers Compensation Research Institute (WCRI) first reported on this phenomenon in 

California and Illinois in 2015.
1
  WCRI released another report in 2016 which found this 

phenomenon had expanded to several other states including Arizona, Florida, Kentucky, 

Louisiana, Pennsylvania and Tennessee.
2
 

 

Examples of these physician-dispensed drug products that have new strengths or formulation  

include: 

 7.5-milligram cyclobenzaprine HCL (muscle relaxant) 

 150-milligram tramadol HCL extended release (pain reliever) 

 2.5-325-miligram hydrocodone-acetaminophen (pain reliever) 

 Lidocaine-menthol patches (topical pain relief patches) 

According to the WCRI studies, cyclobenzaprine HCL is a commonly prescribed muscle 

relaxant. Historically, this drug has been prescribed in 5 and 10 milligram strengths. In 

California, these common strengths were reimbursed at $0.35 to $0.70 per pill. However, the 

new 7.5 milligram dosage was assigned a much higher AWP by the manufacturer which results 

in the average price paid for the new strength to range from $2.90 to $3.45 per pill.  

Many states already restrict physician dispensing.  For example, Indiana and North Carolina 

restrict physician dispensing to an initial 5-day (NC) or 7-day (IN) supply commencing with 

the initial treatment following the injury.  

 

Physician dispensing is not necessary in order to give injured workers timely access to 

appropriate medication.  Massachusetts, Montana, New York, Texas, Utah and Wyoming do 

not permit physician dispensing. There are no access to care problems in those states for 

medication.   

 
In addition, studies on physician dispensing in California and Illinois have found that patients who 
receive physician-dispensed drugs tend to take medication longer and have worse return-to-work 
and health outcomes than injured workers who receive their medication from pharmacies.  In 
Florida, injured worker consumption of opioids decreased following the 2013 legislation that 
prohibited physician-dispensing of Schedule II and III narcotics.  

 
PCI respectfully requests the committee to pass HB 1181 HD2.  

 

                                                 
1
 WCRI, “Are Physician Dispensing Reforms Sustainable?” (January 2015) 

2
 WCRI, “Physician Dispensing of Higher-Priced New Drug Strengths and Formulation” (April 2016) 



The Twenty-Ninth Legislature
Regular Session of 2017

HOUSE OF REPRESENTATIVES
Committee on Finance

Rep. Sylvia Luke, Chair
Rep. Ty J.K. Cullen, Vice Chair

State Capitol, Room 308
Wednesday, February 22, 2017; 3:00 p.m.

STATEMENT OF THE ILWU LOCAL 142 ON H.B. 1181 HD 2
RELATING TO WORKERS’ COMPENSATION

PRESCRIPTION DRUG REIMBURSEMENT

The ILWU Local 142 would like to offer comments regarding H.B. 1181 HD 2, which amends the
reimbursement rate for prescription drugs in the workers’ compensation system to an
undetermined per cent of the wholesale price.  The bill further restricts the provision of
physician-dispensed prescription drugs to a blank number of days following injury.

The ILWU Local 142’s primary concern is that the injured employee promptly receives the
medical treatment and benefits he or she is entitled to.  Section 386-21(a) states in part “so
long as reasonably needed the employer shall furnish to the employee all medical care,
services, and supplies as the nature of the injury requires.”  In addition, Section 386-21(c) states
in part “The rates or fees provided for in this section shall be adequate to ensure at all times
the standard of services and care intended by this chapter to injured employees.”

The framework established by these references, reinforces the original intent of the law, which
was to ensure the injured worker that he or she would have prompt access to any medical
treatment and care, including medications, that was warranted by the nature of the industrial
injury.  The ILWU’s position with respect to applying the provisions of Chapter 386 HRS is that
this intent should always be honored.

The ILWU would have grave concerns if the passage of H.B. 1181 HD 2 was to undermine the
injured worker’s ability to immediately access the medical care, including medications, that
would be warranted by the nature of the injury.

It appears that going from one hundred forty per cent of the average wholesale price set by the
original manufacturer of the dispensed prescription drug, to minus ten per cent of the same
average wholesale price (language in the original bill) can appear to be arbitrary and capricious.
Also, imposing a 90 day time limitation for physician-dispensed prescription drugs (also
language from the original bill) from the date of injury seems arbitrary.

Thank you for the opportunity to share these comments, as well as our views on this matter.
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To: Rep. Sylvia Luke, Chair
Rep. Ty J.K. Cullen, Vice-Chair
Members of the Committee on Finance

Date: Wednesday, February 22, 2017
Time:  3:00 p.m.
Place: Conference Room 308
 State Capitol

415 South Beretania Street

OPPOSITION TO HB 1181 HD2

Automated HealthCare Solutions (AHCS) submits the following testimony in opposition to HB1181

HD2.

HB 1181 HD2 has two components: (1) restricts physicians’ ability to dispense medications to

injured workers to an unspecified time following a work injury; and (2) reduces reimbursement for

prescription medications, including repackaged and relabeled medications, from 140% of the average

wholesale price set by the original manufacturer of the dispensed medication to an unspecified percent of

the average wholesale price set by the original manufacturer of the dispensed medication.  Respectfully,

both of these provisions are problematic.

1) Problems With Limiting Physician Dispensed Medication

HB 1181 HD2 arbitrarily and unfairly restricts physicians’ ability to treat injured workers to an

unspecified time following a work injury while imposing no restrictions on the pharmacies’ ability to

dispense.  There is no policy justification for forcing injured workers in Hawaii to get their medication from

the pharmacy instead of their physician after any time period.  Limiting injured workers’ ability to obtain

medication directly from their physician interferes with the doctor-patient relationship and ignores the

various benefits associated with physician dispensing.

When doctors dispense, patients can begin their medication treatment immediately.  This greatly

increases compliance with the prescribed treatment regimen because there is a 100% fill rate (compared to

fill rates of only 70% to 80% at pharmacies, primarily due to insurance and transportation related hurdles).

Increased compliance with the treatment plan can facilitate a quicker recovery/return to work and lower

overall claim costs.
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HB 1181 HD2 ignores the fact that workers’ compensation is not like regular healthcare; filling a

prescription at a pharmacy can be far more difficult.  It is often overlooked that many injured workers lack

reliable transportation or have difficulty getting to their physician’s office, let alone making another trip to

the pharmacy. If they can get to a pharmacy, many pharmacies will deny filling prescriptions altogether if

the claim is denied pending investigation, forcing the injured worker to either pay out-of-pocket for the

medication or simply go without the medication entirely. The end result is many injured workers failing to

receive the prescription medications they need when they need them, which can result in aggravated injuries

and longer delays before the employee returns to work.

Interfering with an injured worker’s ability to fill a prescription through a physician can create

significant additional hardships on the worker and does nothing to curtail costs.  Section 386-21.7, Hawaii

Revised Statutes, provides that “payment for all forms of prescription drugs including repackaged and

relabeled drugs shall be one hundred forty percent of the average wholesale price set by the original

manufacturer of the dispensed prescription drug . . . .”  The reimbursement rates for pharmacy and physician

dispensed medication are the same so restricting physician dispensing does not save costs.  Arbitrarily

restricting physicians from dispensing – while allowing pharmacies to dispense without limitation – is

wholly unjustified, targets physician dispensers for no apparent reason and does nothing more than create

additional obstacles for injured workers in the State by making it more difficult for them to obtain their

medication.

2) Problems With Reducing the Reimbursement Rate

HB 1181 HD2 does not cite any Hawaii data that indicates medication costs are a true problem

worth upheaving the entire pharmaceutical reimbursement schedule.  In 2014, Act 231 changed the

reimbursement rate for medications and created one fee schedule for “all forms of prescription drugs

including repackaged and relabeled drugs.”  In doing so, the cost of physician dispensed medication was

dramatically reduced.  Since the passage of Act 231, the percentage of medical payments in Hawaii

attributable to medications is less than 14% of all medical payments (with the National Council on

Compensation Insurance projecting the national average for pharmacy payments at 17%).  Simply put, there

is no basis for making a statutory change to the reimbursements for pharmaceuticals in Hawaii’s workers’

compensation system.

Thank you for your consideration.

Jennifer Bean
Vice President of Government Affairs
Automated HealthCare Solutions, LLC



COMMITTEE ON FINANCE
Rep. Sylvia Luke, Chair
Rep. Ty J.K. Cullen, Vice Chair

Work Injury Medical Association of Hawaii represents the majority of
physicians treating injured workers in the state of Hawaii. We strongly
opposes House Bill 1181.

This Committee must consider the basic substance of this bill before making a
decision. This bill comes down to voting to increase the already exorbitant profits of
the workers comp insurers in this state versus voting to support the rights of injured
workers and their access to reliable medications and health care.

Proponents of this measure continue to justify this bill by offering stale data from
2014 and earlier. This data reflects the cost of medications before Act 231 (effective
July 8, 2014) was implemented, which reduced drug costs to the current levels. Even
though new data is available, proponents of this measure fail to mention the
remarkable decrease of 30% in two years. The 2014 fee schedule reforms set the
reimbursement for all medications, including physician dispensed medications, at
the same rate and, since then, no one has provided any post-reform data to indicate
that medication costs are an issue.

Further, when physicians are able to dispense, they generally dispense lower cost
generic medications than the pharmacies.  If physicians are no longer able to
dispense, costs could go up as pharmacies dispense higher cost brand medications
that may have otherwise been dispensed as a generic by a physician. Finally, never
once do supporters of this legislation mention the word “patient” or “injured
worker”. That is because they apparently don’t care.  As physicians, we dispense
because of the moral obligation and ethics of our profession to treat an injured
citizens of Hawaii.

The most disconcerting question that you must really ask yourself is why is there no
mention of the pharmacy and the cost of prescription drugs in the pharmacy?  Why is
this bill intent on only addressing physician dispensing? If there was a problem with
the cost of medications, shouldn’t this bill address across the board decreases in
reimbursements.  But once again this all relates to the profit of insurance
carriers. The underlying motive is to crush any option for physicians to maintain an
in office pharmacy. The current cost of physician-dispensed medications is equal to
the cost of what pharmacies are currently reimbursed!

Let’s answer this question. The reason is rebates. No one in the insurance industry is
admitting to the fact that movement of prescription drugs from physician
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dispensing to pharmacies and pharmacy benefit management companies will
return a percent of the entire cost of all medications to the insurance carrier.

When a patient is injured in our state in the statistics presented by our own
Department of Labor and their hired consultants in mid 2016 revealed the average
wait time is eight weeks before a patient is allowed treatment. Eight weeks of
suffering without care. During that time their private insurance will not cover the
cost of medications. Therefore the patient is given a choice. They are either to pay
exorbitant prices that often are approximately 500 to 1000% higher than the AWP
which is the cash price, or they go without medications. This timeframe can often
exceed eight weeks and in many cases due to a practice called “denied pending
investigation” could go up to six months. During this time the physicians for the
worker continue to give the patient medications for no reimbursement until the
claim can be approved by the department of labor and the insurance carrier.

If a claim is denied all of the medications are usually written off as bad debt.

Members of the House Committee on Finance please consider this honest and
heartfelt testimony in support of the people of Hawaii. This is not testimony that is
relating to any industry or any lobby group. This is testimony relating purely to the
people that you represent. Furthermore these people usually through no fault of
their own are suffering. Please do not deny them healthcare.

I am concerned this process will decrease the number of providers treating injured
workers that is already unsustainable in our state. Out of the 3500 active practicing
licensed physicians, we estimate 50 to 60 will still care for injured workers. Thank
you

Sincerely,

Scott J Miscovich MD, Family Physician

President Work Injury Medical Association of Hawaii

Chairman, Hawaii Opioid & Overdose Leadership Action Workgroup (HO'OLA)
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Hawaii State Legislature        February 22, 2017
House Committee on Finance
Hawaii State Capitol
415 South Beretania Street
Honolulu, HI 96813

Filed via electronic testimony submission system

RE: HB 1181, HD 2, WC Prescription Drug Reimbursement Rate - NAMIC’s Written
Testimony in SUPPORT

Dear Representative , Sylvia Luke Chair; Representative Ty J.K. Cullen, Vice-Chair; and
honorable committee members:

Thank you for providing the National Association of Mutual Insurance Companies (NAMIC) an
opportunity to submit written testimony to your committee for the February 22, 2017, public
hearing. Unfortunately, I will not be able to attend the public hearing, because of a previously
scheduled professional obligation. NAMIC’s written comments need not be read into the record,
so long as they are referenced as a formal submission and are provided to the committee for
consideration.

The National Association of Mutual Insurance Companies (NAMIC) is the largest
property/casualty insurance trade association in the country, with more than 1,400 member
companies. NAMIC supports regional and local mutual insurance companies on main streets
across America and many of the country’s largest national insurers. NAMIC members represent
40 percent of the total property/casualty insurance market, serve more than 170 million
policyholders, and write nearly $225 billion in annual premiums. NAMIC has 84 members who
write property/casualty/workers’ compensation in the State of Hawaii, which represents 28% of
the insurance marketplace.

As aptly stated in Section 1, Legislative Intent, of the proposed legislation, HB 1181 is being
introduced to address a current and continuing overpricing problem in the state in regard to
prescription drug pricing for compound drugs, repackaged and relabeled drugs. NAMIC fully
supports this pro-injured worker, pro-business, pro-sound public policy legislative project. The
ever-increasing cost of prescription drug pricing is a concern for consumers throughout the
nation, and the cost-driver implications of prescription drug pricing on workers’ compensation
insurance is significant.
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NAMIC commends the Hawaii State Legislature for its prior legislative work to start reigning-in
the cost, misuse and abuse of compounding, repricing and relabeling of prescription drugs as a
way to mask unreasonable profits to the detriment of injured workers and their employers.
NAMIC also supports the provision in the bill that limits the length of time (90 days) for
physician-dispensing of prescription drugs. NAMIC believes that this temporal limitation is
measured and balanced in a way that afford the injured worker with prescription drug access
convenience, without creating a dynamic where over-pricing and over-prescribing could take
place. Consequently, NAMIC fully supports this continuation of fiscally responsible legislation
to prevent price-gouging and misuse of prescription medicine.

Thank you for your time and consideration. Please feel free to contact me at 303.907.0587 or at
crataj@namic.org, if you would like to discuss NAMIC’s written testimony.
Respectfully,

Christian John Rataj, Esq.
NAMIC Senior Director – State Affairs, Western Region



HMA OFFICERS
President – Bernard Robinson, MD     President-Elect – William Wong, Jr., MD   Secretary – Thomas Kosasa, MD

Immediate Past President – Scott McCaffrey, MD     Treasurer – Michael Champion, MD
Executive Director – Christopher Flanders, DO

HAWAII MEDICAL ASSOCIATION
1360 S. Beretania Street, Suite 200, Honolulu, Hawaii 96814
Phone (808) 536-7702   Fax (808) 528-2376
www.hawaiimedicalassociation.org

FROM:
HAWAII MEDICAL ASSOCIATION
Dr. Chris Flanders, Executive Director
Lauren Zirbel, Community and Government Relations

TO: COMMITTEE ON FINANCE
Rep. Aaron Ling Johanson, Chair
Rep. Daniel Holt, Vice Chair

DATE: Wednesday February 22, 2017
TIME: 3:00pm
PLACE: Conference Room 308

State Capitol

HB 1181HD2
Position: Oppose

On behalf of the physician and medical student members of the Hawaii Medical
Association, we are writing regarding our ongoing commitment to improving Hawaii’s
health care system.

The HMA opposes this legislation, which seeks to cap physician reimbursement at ten
percent below wholesale price.

Access to care for injured workers is a current problem with the Workers Compensation
program, and our concern is that decreasing physician reimbursement will serve to
worsen that situation, decreasing access to care and contributing to our worsening
physician shortage. Rather than statutory setting of the fees for dispensed medication,
the HMA would support continued discussion and negotiation between the Department
and involved provider groups.

Mahalo for the opportunity to testify.
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From: mailinglist@capitol.hawaii.gov
Sent: Tuesday, February 21, 2017 11:06 PM
To: FINTestimony
Cc: andriapakele@gmail.com
Subject: *Submitted testimony for HB1181 on Feb 22, 2017 15:00PM*

HB1181
Submitted on: 2/21/2017
Testimony for FIN on Feb 22, 2017 15:00PM in Conference Room 308

Submitted By Organization Testifier Position Present at Hearing
Andria Pakele Individual Oppose 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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To: Rep. Sylvia Luke, Chair
Rep. Ty J.K. Cullen, Vice-Chair
Members of the Committee on Finance

Date: Wednesday, February 22, 2017
Time:  3:00 p.m.
Place: Conference Room 308
 State Capitol

415 South Beretania Street

OPPOSITION TO HB 1181 HD2

My name is Cathy Wilson and I am an advocate for injured workers and the

providers that take care of them.   I would like to submit the following testimony in

opposition to HB1181 HD2.

1) Problems With Limiting Physician Dispensed Medication

· There is no policy justification for forcing injured workers in Hawaii to get

their medication from the pharmacy instead of their physician.

· Limiting injured workers’ ability to obtain medication directly from their

physician interferes with the doctor-patient relationship.

· When doctors dispense, patients can begin their medication treatment

immediately.

· HB 1181 HD2 ignores the fact that workers’ compensation is not like regular

healthcare; filling a prescription at a pharmacy can be far more difficult.

o Most pharmacies will deny filling prescriptions altogether if they do

not have a confirmed claim number, which has taken the DLIR over 8

weeks to have assigned to the patient.  {Guardian Study 2016] This

causes longer delays before the employee returns to work.

o Interfering with an injured worker’s ability to fill a prescription

through a physician can create significant additional hardships on the

worker and does nothing to curtail costs.

2) Problems With Reducing the Reimbursement Rate

· In 2014, Act 231 changed the reimbursement rate for medications and

created one fee schedule for “all forms of prescription drugs including
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repackaged and relabeled drugs.”  In doing so, the cost of physician

dispensed medication was dramatically reduced.

o Physician dispensed medication and pharmacy dispensed medications

currently have the same reimbursement fee schedule.

· Since the passage of Act 231, the percentage of medical payments in Hawaii

attributable to medications is less than 14% of all medical payments.

o National Council on Compensation Insurance (NCCI) projects the

national average for pharmacy payments at 17%.

· We have a physician shortage here in Hawaii. There are even less physicians

in Hawaii willing to take Workers’ Comp patients due to the low

reimbursements and increased administrative work compared to other

patient types.

· How will reducing the reimbursement rate for physician dispensing help

improve physicians willing to take these types of patients?

Mahalo for the opportunity to submit testimony in opposition to HB 1181 HD2.

Cathy Wilson
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From: mailinglist@capitol.hawaii.gov
Sent: Wednesday, February 22, 2017 7:17 AM
To: FINTestimony
Cc: frankvannatta@hotmail.com
Subject: Submitted testimony for HB1181 on Feb 22, 2017 15:00PM

HB1181
Submitted on: 2/22/2017
Testimony for FIN on Feb 22, 2017 15:00PM in Conference Room 308

Submitted By Organization Testifier Position Present at Hearing

James Van Natta Maui Pain Clinic/Kaloko
Pain Center Oppose No

Comments: In brief: The insurance industry does not need increased profit margins at the expense of
injured workers in Hawaii. Clearly, this bill is ONLY beneficial to the carriers and will decrease access
to health care and prescription medications to a patient population already struggling to make ends
meet while recovering from injury. There is no place for arguements about how other mainland states
reimburse or otherwise handle insurance claims vs. Hawaii due to the following: - mainland states due
not have "outer islands" -mainland states due not have severe physician shortages -Hawaii has
always lead the way for workers especially in the area of insurance coverage Please vote no against
this measure. This truly will harm vulnerable individuals and bolster the profit of big insurance. That is
not the way of Hawaii. James Van Natta, MD

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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TESTIMONY BEFORE THE HOUSE OF REPRESENTATIVES  
COMMITTEE ON FINANCE 

 
Wednesday, February 22, 2017 

3:00 P.M.  
 

H.B. 1181, HD2 
RELATING TO WORKERS’ COMPENSATION PRESCRIPTION DRUG REIMBURSEMENT  

 
 By Marleen Silva 

Director, Workers’ Compensation 
Hawaiian Electric Company, Inc.    

 
 
Chair Luke, Vice Chair Cullen, and Members of the Committee: 
 
Hawaiian Electric Co. Inc., its subsidiaries, Maui Electric Company, LTD., and Hawaii Electric 
Light Company, Inc. strongly support H.B. 1181, HD2.  Our companies represent over 2,500 
employees throughout the State.  
 
This bill proposes to amend the reimbursement rate for prescription drugs, including repackaged, 
relabeled, and compound prescription drugs to 90% of the average wholesale price (“AWP”) as 
published in the Red Book: Pharmacy’s Fundamental Reference.  In addition, it limits physician-
dispensed prescription drugs to an unspecified time following the date of a work injury.   
 
We commend the Hawaii State Legislature for its efforts to address the cost, misuse, and abuse of 
prescription drugs, especially repackaged physician-dispensed drugs, which are a major cost driver 
in the workers’ compensation system. According to the Pharmacy Resource Guide August 2016 
report, of the 37 states that reimburse prescription drugs on the basis of a percentage of the AWP, 
Hawaii has the highest reimbursement rate for brand name and generic drugs in the nation, at 40% 
over the AWP.  There is no valid reason for this disparity in the costs.  Reducing the 
reimbursement rate to less than 10% of the AWP would bring Hawaii in line with other states.  
 
We also support the measure to put some controls around the time frame for physician-dispensed 
prescription drugs.  We ask the committee to consider limiting physician-dispensed prescription 
drugs to ninety (90) days from the date of injury.  Physician-dispensed drug costs continue to be 
significantly higher when compared to pharmacy costs.  This is because the drug manufacturer can 
change a dosage, thereby creating a new National Drug Code and setting a new price.  We feel this 
is a reasonable time frame for injuries to be diagnosed and treatment to be stabilized.  Physician 
dispensing is not necessary to give injured workers timely access to appropriate medication.  
Prescriptions from a pharmacy, or sent through mail order directly to the home, can safely 
accommodate the injured worker at a much lower cost and reduce the potential risk of abuse and 
addiction should the dispensing continue for the life of the claim.  
 
For these reasons, we strongly support H.B. 1181, HD2 and respectfully request this measure 
be passed. 
 
Thank you for this opportunity to submit testimony. 
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To: Rep. Angus L.K. McKelvey, Chair
Rep. Linda Ichiyama, Vice-Chair
Members of the Committee on Consumer Protection and Commerce

Date: Tuesday, February 14, 2017
Time:  2:00 p.m.
Place: Conference Room 329

 
HB 1181 HD1- OPPOSE

My Aloha, I am Kara Bernal advocating for injured workers and their physicians. I would 

like to submit the following testimony in opposition to HB1181 HD1.

HB 1181 HD1 (1) restricts physicians’ ability to dispense medications to injured workers 

to an unspecified time following a work injury; and (2) reduces reimbursement for prescription 

medications dispensed by a physician only, not a pharmacy.

I am involved at a high level helping patients and physicians with their injured worker’s 

needs. On a daily basis, I witness the convenience and patient compliance with point-of-care 

dispensing  medications.  Without  the  program,  often,  patients  would  not  be  able  to  pick  up 

medications from the pharmacy as a claim takes time to initiate (up to 8 weeks). Also, many 

doctors are able to achieve maximum medical improvement getting them back to work as soon 

as  possible  by  assuring  patients  have  their  medications  in  their  care  and  they  are  taken 

immediately. 

Doctors that help injured workers are few and far these days due to higher regulation and 

much more need for documentation. Reimbursement has already changed so much since 2014, 

Act 231. The more that we take away from our physicians, and as reimbursements fall, I fear that 

the moral will change along with available doctors willing to accept Worker’s Comp patients 

who really need help. 

Given the above reasons, considering the negative impact on our industry, I strongly urge 

you to discard this measure. 

Thank you for giving me the opportunity to give my testimony, 

Kara Bernal
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