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Thank you, Senator Ortiz for inviting me to appear today, and for once again taking the lead in promoting public discussion of an important issue affecting seniors and other health care consumers.

My name is Gary Passmore and I am here today as a spokesman for the Congress of California Seniors.

We have studied the proposed California Rx advanced by the Health and Human Services Agency and, along with a number of other provider and advocacy groups, have met with Secretary Belshe and key members of her staff to discuss the proposal.

First, I would like to congratulate the Secretary and the administration for publicly recognizing the plight of seniors and other Californians facing prohibitively expensive prescription drugs. We look forward to working together to take effective steps to address this problem.
Second, as we have stated before, it is essential when we talk about drugs and drug safety that we remember that the least safe drugs are those which are never taken, or taken in skipped or reduced dosages because consumers cannot afford them. So every proposal that brings drugs within reach of those who need them is worthy of serious consideration. 

The agency proposal is a good next step in recognizing that too many Californians are at risk because of drug company price gouging and that seniors and other consumers need help now.

We have been strong advocates of legislation to help Californians access safe and affordable drugs from Canada and we continue to support those efforts. So my third point is that we do not see California Rx as a substitute for those proposals, but rather they should be seen as different but compatible pieces of a larger effort by the state to bring help to citizens in need. They should not be viewed as “either/or” but as “both/and”.
I say this for several reasons. The most important is that we need to open up international markets for medicine and get beyond the current restraint of trade…to reduce the prices paid by all Americans and spread the burden of LEGITIMATE research and development costs. We need to tear down the current system, whereas proposals like California Rx are designed to prop it up. Proposals such as that embodied in SB 1149 and AB 1957 are more than symbolic. They signal that the State of California believes that federal barriers and inaction must end…and they send an important message in this regard.
Also, discounts will only be used if they constitute a real savings. Maine Plus Rx offers a guaranteed 15% to 20% discount on non-generic drugs contrasted with a 40% to 80% average savings via Canada. This gap underscores the need to incorporate both approaches in the state response.

Let me address a number of questions and issues which grow out of the California Rx proposal.

1. The program depends, in large part, on the good faith and cooperativeness of the pharmaceutical manufacturing companies. Our view is that this is a fundamental weakness in the plan because Pharma has a poor track record in this regard. The plan should leave as little as possible to the largesse of drug companies and include penalties for not participating (such as mandating MediCal prior approval for all products of companies that do not provide substantial discounts as is done by Maine Plus Rx, or creating higher hurdles for inclusion of their products on the formularies of state programs). Without a stick, Pharma will eat our carrot and walk away.
2. The system of discounts should leave as little to bureaucratic negotiation as possible. The state should insist on set prices for drugs (not percentage discounts off of a manipulated, changeable AWP -- average wholesale price -- or other fictitious price). The state should propose a price schedule such as that used by the Veterans Administration…or maybe the prices negotiated by Health Canada. The prices should be made public for consumer comparison, and the mark up of any PBM -- pharmacy benefit manager -- administering the program should be made public. In short, we must be aggressive in ending the secrecy of prices and discounts that allow Pharma to avoid market transparency. 
3. The California Rx proposal also seeks to open up and make accessible the various manufacturer discount programs. In this regard, The Congress of California Seniors has several comments based on our direct experience. Last year, we sought to develop a program to make these discount programs more accessible by developing an information and outreach program, especially for non-English speaking seniors. We abandoned the effort as being far too difficult. We discovered that those programs are complicated, often change, and have conflicting enrollment and participation requirements, especially those that offer free or deeply discounted drugs. The state should expect to create a complex information system which can be updated frequently if they are to expand access to these discounts. Most programs have complex enrollment applications and frequent re-certification requirements. Further, most programs require physicians to enroll patients and they ship drugs to physicians for dispensing. For a program aimed at the uninsured, the cost of this physician involvement will create a significant barrier to participation.

Our conclusion was that most manufacturer discount programs are window dressing to allow Pharma to assure public policy makers that they are sensitive to cost barriers.
4. The proposal outlined by the Agency makes consumer outreach conditional on funding and not central to the program. We strongly disagree with this approach. Outreach is pivotal to success. Consider the current ten percent enrollment rate of the new Medicare Drug Discount Card program. The AARP sent out 26,000 enrollment forms early this summer and got 450 enrollees nationally. To be successful, efforts like the proposed California Rx depend on outreach. If the California Rx fails to mount and maintain an aggressive outreach and enrollment program…one which involves community based organizations and health care providers…it will be creating yet more window dressing to create the appearance of compassion.    
5. The program must be designed to fit with the pending Medicare prescription drug benefit. That program has prohibitions against using any other benefit to pay for any premiums or deductibles and for filling the “donut hole” of coverage. If California Rx can’t help seniors by supplementing the new coverage, it will have little value to the 3.5 million Medicare beneficiaries over 65 or the 500,000 disabled beneficiaries under 65. It must also take into account changing coverage for the nearly one million dual-eligibles who have drug benefits today.
We also have the following additional questions or concerns:

· Can the eligibility requirements also include a hardship clause (drug costs exceeding a set percentage of gross income) as well as the 300% of poverty?

· Will there be a prior approval requirement for any drugs?

· Will there be a publicly-reported formulary, will it be the MediCal formulary?

· Will non-prescription items (such as diabetes supplies) be covered?

· Will the mandated 3 month enrollment delay be required for everyone previously enrolled, ie., will it apply to re-enrollment?
· Is the $10 initial enrollment fee an annual fee?

· Can there be a mechanism for avoiding physician fees for reauthorizing refills?

· Will the contract with a private vendor be competitively bid, will the contract details be made public, and will the vendor be publicly accountable?

· What standards will the department use to determine whether sufficient discounts are available to make this program viable?

In summary, we endorse the concept of a California Rx discount program…if that program is transparent, strives to create real, substantiated cost savings, and involves significant outreach to potential consumers.

At the same time, we believe that the problem of skyrocketing drug prices and price manipulation are national problems that require greater political will at the federal level. So we urge the Legislature and the Administration to redouble their efforts to break down the pricing stranglehold of the drug companies and reflect the demand of Californians to open our borders to fair price competition. 
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