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The Demographics
You’'ve Come to
Know by Heart. ..

=»Drugs as a percentage of health care
spending (per HCFA/CMS)
o 1995--5%
o 1999--8%
e 2010--14% (projected )

=»New wonder drugs aren’t the only
thing that the Biotech revolution
promises . . .

Types of Pharmacies

= Retail
= [nstitutional
» Hospital
o Long-term care
o Clinic
o Hybrid/Mixed




The Major Money Routes

»|nterstates 1450 and 1500
(Medicare)

2»State Roads One to
Fiftysomething (Medicaid)

»ERISA and Medical Insurance
Toll Roads (Private Payers)

:The Major Rules Routes

=»State Roads One to Fiftysomething
(special reserved lanes for other
agencies, e.g., Board of Pharmacy,
Department of Health)
2»The CMS Expressway
» oncology drugs
« inpatient
« proposed expansion of benefits

(more) Rules Routes

»The HIPAA Tunnel
= National Drug Numbers

2»NCPDP-- The National Council
for Prescription Drug Programs




Major wrecks along the highway

»Walgreen's

»CVS

=»Bayer

»Long's

2»|PC/Pharmerica/Bergen
Brunswig

Walgreen’s and CVS

= The prohibition against
dispensing without a label

2»"0n-line adjudication

»The limitations of many
computer programs

== “Partial fills”

Bayer’'s headache

=»Average Wholesale Price
=»Can wholesale be higher than retail?




Long’s

2»The use of NDC numbers by
Medicaid programs to determine
payments

= The role of “post-its” in
enforcement

a»An old fact pattern with
continuing significance

IPC/Pharmerica/Bergen Brunswig

=»The risks in industry “roll ups”
2 Credits and returns

Accidents Waiting to Happen

2»Medicaid and pharmacy computers
interacting

»Medicaid Rebate Program
2NDC numbers




(more) Accidents Waiting to Happen

2»Qutpatient drugs
o hospitals
¢ long-term care
 integrated delivery systems

(more) Accidents Waiting to Happen

» CRNAs

= Single use/multi-use vials

2 When is a generic not a generic?
= Metric Units

»"J" codes

2 HCFA 1500 forms

A few “fender benders” (so far)

:»expired drugs
2»ysual and customary price
»CDM “shortcuts”




Action along the “Big Pharma” Beltway

2»Marketing
o TAP Pharmaceuticals/Lupron
o Caremark/Protropin
2»Medicaid Rebates

2»Average Wholesale Price
(recall Bayer)

The unique “engineering”
challenges of the HIPAA tunnel

=»Prescriptions as protected PHI

=»Controversy over the use of NDC
numbers

»Regulatory response to the “Sick
Spouse” Syndrome

. . . and the answer is--
“Because that’s where the money is.”




=»Speaker Contact Information-

Edwin Rauzi Grant Baumgartner
Davis Wright Tremaine, LLP Arthur Andersen, LLP
1501 Fourth Avenue, Ste 2600 801 Second Avenue, Ste 900
Seattle, WA 98104 Seattle, WA 98104
206.628.7761 206.398.7390
fax 206.903.3861 fax 206.398.6000
edrauzi@dwt.com grant.d baumgartner@andersen.com
Attachments

» NCDCP standards on billing units

« Excerpt from Bayer Corporate Integrity
Agreement

+ Excerpt from CVS Corporate Integrity
Agreement

« Excerpt from Walgreen’s Corporate Integrity
Agreement

» Excerpt from Department of Justice 1998
Report

« Excerpt from Department of Justice 1999
Report

« Excerpt from Department of Justice 2000
Report
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January 14, 2002

Edwin D. Rauzi

Davis Wright Tremaine LLP
1501 Fourth Avenue, Suite 2600
Seattle, Washington 98101

Dear Mr. Rauzi:

This is in response to your request to reproduce part or all of an NCPDP standard. You
are authorized to make reproductions only to the extent requested. Any reproductions
beyond your request are not authorized. You must include an acknowledgment as to
the source of the material in the following form:

“Materials Reproduced With the Consent of
©National Council for Prescription Drug Programs, Inc.
1988, 1992 NCPDP”

NCPDP is a registered trademark of the National Council for Prescription Drug
Programs, Inc. Membership of NCPDP acknowledges your support and commitment to
implement these standards as specified in the standards documentation. You further
acknowledge that the Council’s standards documents and their predecessors include
proprietary material protected under the U.S. Copyright Law and that all rights remain
with NCPDP.

Please sign (or note electronic approval) and return a copy of this letter to me before
proceeding with reproduction. A copy of the reproduced material must also be promptly
provided to NCPDP when available.

Additional information may be important to your participants. The information which you
are providing is from the Billing Unit Standard Version 1.4. NCPDP WG2 Product
Identification is working on an update to that Standard now.

NCPDP's Telecommunication Standard Version 5 and above do not support metric
quantity. The standards require the use of metric decimal quantity. This alleviates the
numerous problems that have arisen between business partners because of improper
rounding. NCPDP continues to endorse exclusive use of the metric decimal quantity
field in earlier Telecommunication Standard versions whenever possible.

Therefore, in the implementation of the HIPAA-named NCPDP transaction formats, the
rounding of dispensed quantities is no longer supported. The membership approved the
reporting of the dispensed quantities in the exact fractional amount including three
decimal places. These transaction standards are the NCPDP Telecommunication
Standard Version 5.1 and Batch Standard 1.0 (to be revised to Batch 1.1).
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