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SUBSTI TUTE HOUSE BI LL 1214

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By House Committee on Health Care (originally sponsored by
Represent ati ves Cody, Pflug, Conway, Cooper, MCoy, Berkey, Veloria,
Schual - Ber ke, Bush, Lovi ck, Hunt , Canmpbel I, Ki r by, Hudgi ns,
Di ckerson, Pettigrew, Pearson, Wod, Fronmhold, Upthegrove, Schindler,
McDernott, Wallace, Rockefeller, Mrrell, Sinpson, Anderson, MMbhan,
Darneill e, Chase, Wods and O enents; by request of Governor Locke)

READ FI RST TI ME 01/27/03.

AN ACT Relating to prescription drugs; anmending RCW 41.05.011
adding new sections to chapter 41.05 RCW adding a new section to
chapter 74.09 RCW adding a new section to chapter 69.41 RCW creating
new sections; and declaring an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. (1) The legislature finds that prescription
drugs are an effective and inportant part of efforts to naintain and
inprove the health of Washington state residents. Yet prescription
drug expenditures in both the public and private sectors are grow ng at
rates far in excess of consunmer or nedical inflation, placing a strain
on the ability of public and private health care purchasers to conti nue
to offer conprehensive health benefits coverage. In addition,
i nappropriate use of prescription drugs can have serious health
consequences for Washington state residents.

(2) It is the intent of the legislature to:

(a) Develop a conprehensive prescription drug education and
utilization system in Wshington state that wIll ensure best
prescribing practices and pharmaceutical use, reduce admnistrative
burdens on providers, increase consuner understandi ng of and conpliance
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Wi th appropriate use of prescription drugs, help to control increases
in consuner and state health care spending, and inprove prescription
drug purchasing through a sound evi dence-based process that eval uates
the therapeutic val ue and cost-effectiveness of prescription drugs; and

(b) Develop a programto pronote access to affordable prescription
drug coverage to lowincone aged or disabled persons who do not
ot herwi se have adequate coverage to purchase necessary and appropriate
prescription drugs.

Sec. 2. RCW41.05.011 and 2001 ¢ 165 s 2 are each anended to read
as follows:

Unl ess the context clearly requires otherwi se, the definitions in
this section shall apply throughout this chapter.

(1) "Admi nistrator” neans the adm nistrator of the authority.

(2) "State purchased health care” or "health care" neans nedica
and health care, pharmaceuticals, and nedical equipnment purchased with
state and federal funds by the departnent of social and health
services, the departnent of health, the basic health plan, the state
health care authority, the departnent of |abor and industries, the
departnment of corrections, the departnment of veterans affairs, and
| ocal school districts.

(3) "Authority" neans the WAashington state health care authority.

(4) "Insuring entity" means an insurer as defined in chapter 48.01
RCW a health care service contractor as defined in chapter 48.44 RCW
or a health mai ntenance organi zation as defined in chapter 48.46 RCW

(5 "Flexible benefit plan" neans a benefit plan that allows
enpl oyees to choose the |level of health care coverage provided and the
anount of enpl oyee contributions from anong a range of choices offered
by the authority.

(6) "Enployee" includes all full-time and career seasonal enpl oyees
of the state, whether or not covered by civil service; elected and
appointed officials of the executive branch of governnent, including
full-time nenbers of boards, conmm ssions, or commttees; and includes
any or all part-tinme and tenporary enployees under the ternms and
conditions established under this chapter by the authority; justices of
the suprene court and judges of the court of appeals and the superior
courts; and nmenbers of the state legislature or of the legislative
authority of any county, city, or town who are elected to office after
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February 20, 1970. " Enpl oyee" al so includes: (a) Enployees of a
county, municipality, or other political subdivision of the state if
the legislative authority of the county, municipality, or other
political subdivision of the state seeks and receives the approval of
the authority to provide any of its insurance prograns by contract with
the authority, as provided in RCW41.04. 205; (b) enpl oyees of enpl oyee
organi zations representing state civil service enpl oyees, at the option
of each such enployee organization, and, effective Cctober 1, 1995,
enpl oyees of enpl oyee organi zations currently pooled with enpl oyees of
school districts for the purpose of purchasing insurance benefits, at
the option of each such enpl oyee organi zation; and (c) enployees of a
school district if the authority agrees to provide any of the schoo
districts' insurance progranms by contract with the authority as
provi ded in RCW 28A. 400. 350.

(7) "Board" nmeans the public enployees' benefits board established
under RCW 41. 05. 055.

(8) "Retired or disabled school enployee" neans:

(a) Persons who separated fromenploynment with a school district or
educational service district and are receiving a retirenent all owance
under chapter 41.32 or 41.40 RCWas of Septenber 30, 1993;

(b) Persons who separate fromenploynment with a school district or
educational service district on or after Cctober 1, 1993, and
i medi ately upon separation receive a retirenment allowance under
chapter 41.32, 41.35, or 41.40 RCW

(c) Persons who separate fromenploynent with a school district or
educational service district due to a total and permanent disability,
and are eligible to receive a deferred retirenment allowance under
chapter 41.32, 41.35, or 41.40 RCW

(9) "Benefits contribution plan" nmeans a premumonly contribution
plan, a nedical flexible spending arrangenent, or a cafeteria plan
whereby state and public enployees nay agree to a contribution to
benefit costs which will allow the enployee to participate in benefits
offered pursuant to 26 U S . C. Sec. 125 or other sections of the
i nternal revenue code.

(10) "Salary" neans a state enployee's nonthly salary or wages.

(11) "Participant” nmeans an individual who fulfills the eligibility
and enrol Il nent requirenments under the benefits contribution plan.
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(12) "Plan year" neans the tinme period established by the
authority.

(13) "Separated enployees"™ neans persons who separate from
enpl oynent with an enpl oyer as defined in:

(a) RCW41.32.010(11) on or after July 1, 1996; or

(b) RCW41.35.010 on or after Septenber 1, 2000; or

(c) RCW41.40.010 on or after March 1, 2002;
and who are at least age fifty-five and have at |east ten years of
service under the teachers' retirenent systemplan 3 as defined in RCW
41. 32.010(40), the Washi ngton school enpl oyees' retirenment system plan
3 as defined in RCW 41.35.010, or the public enployees' retirenent
system plan 3 as defined in RCW41. 40. 010.

(14) "Emergency service personnel killed in the line of duty" neans
| aw enforcenent officers and fire fighters as defined in RCW41. 26. 030,
and reserve officers and fire fighters as defined in RCW41.24.010 who
die as a result of injuries sustained in the course of enploynent as
determ ned consistent with Title 51 RCWby the departnent of |abor and
i ndustri es.

(15) "Prescription drug board" neans the prescription drug quality
i nprovenent and purchasing board created in section 3 of this act.

NEW SECTION. Sec. 3. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) The prescription drug quality inprovenent and purchasi ng board
is created within the authority. The function of the prescription drug
board is to design and approve policies and prograns related to
prescription drugs for public and private participants in the
pur chasi ng consortium established under section 4 of this act.

(2) The prescription drug board shall be conposed of twel ve nenbers
sel ected as provided in this subsection.

(a) The governor shall select one nmenber of the prescription drug
board fromlists of three nom nees submtted by statew de organi zati ons
representing each of the foll ow ng:

(1) One representative of state enployees, who represents an
enpl oyee union certified as exclusive representative of at |east one
bar gai ni ng unit of classified enpl oyees;

(ii) One nmenber who is a |icensed physician;

(ii1) One nenber who is a licensed pharnaci st;
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(iv) One nenber representing a health carrier |icensed under Title
48 RCW and

(v) One nenber representing a private union

(b) The governor shall select two nenbers of the prescription drug
board from a list of nom nees submtted by statew de organi zations
representing consuners, one of whom shall represent individuals under
age sixty-five w thout insurance coverage for prescription drugs and
one of whom shall represent individuals over age sixty-five wthout
I nsurance coverage for prescription drugs;

(c) The governor shall select two nenbers of the prescription drug
board from a list of nom nees submtted by statew de organi zations
representing business, one of whomshall represent snmall busi nesses who
enploy fifty or fewer enployees and one of whom shall represent |arge
busi nesses;

(d) One nenber shall be the secretary of the departnent of social
and health services or his or her designee;

(e) One nenber shall be the director of the departnent of | abor and
i ndustries or his or her designee; and

(f) One nenber shall be the adm nistrator.

(3) The nmenbers who represent the organi zati ons appoi nted pursuant
to subsection (2)(a)(v) and (c) of this section shall be nonvoting
menbers until such tinme as there are no less than twelve thousand
participants enrolled wth the authority for prescription drug
purchasing from each of the organizations they are appointed to
represent.

(4) The governor shall appoint the initial nmenbers of the
prescription drug board to staggered ternms not to exceed four years.
Menbers appointed thereafter shall serve two-year terns. Menbers of
t he prescription drug board shall be conpensated in accordance with RCW
43.03.250 and shall be reinbursed for their travel expenses while on
of ficial business in accordance with RCW43.03. 050 and 43.03.060. The
adm nistrator, on behalf of the prescription drug board, shal
prescribe rules for the conduct of its business. The adm ni strator
shall serve as chair of the prescription drug board. Meetings of the
prescription drug board shall be at the call of the chair.

NEW SECTION. Sec. 4. A new section is added to chapter 41.05 RCW
to read as foll ows:
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(1) The prescription drug board shall, directly or by contract:

(a) Adopt a preferred drug list for use as provided in this act
t hrough the establishnent of a pharmacy and therapeutics commttee.

(1) The pharmacy and therapeutics commttee shall be conprised of

practicing |licensed physicians, other practicing licensed health
professionals wth prescriptive authority, practicing |icensed
phar maci sts, and pharnmacoeconom sts. At least one licensed health

professional with prescriptive authority and one pharnmaci st nust have
denonstrated experience in serving wonen, children, and people of
color. The nenbership conposition nust be consistent with applicable
federal requirenments under Title XI X of the federal social security act
to allow full participation by the departnent of social and health
services or other state agencies in activities under this act.

(ii1) The pharmacy and therapeutics conmttee shall revi ew
national ly recogni zed t herapeutic drug classes. The committee nust use
an evi dence-based process that evaluates the efficacy of prescription
drugs, considering safety, ef ficacy, i kelihood of conpliance,
outcones, and any unique inpacts on specific popul ations based upon
factors such as sex, age, ethnicity, race, or disability. For each

t herapeutic class reviewed, the commttee nust identify the
prescription drugs determned to be nost clinically effective, and if
applicable, equally effective. Decisions of the pharmacy and

t herapeutics commttee regarding the clinical effectiveness of drugs
within a therapeutic class are binding on the prescription drug board.

(ti1) State purchased health care prograns shall adopt the
preferred drug list established by the prescription drug board for
t hose conponents of their prograns that purchase prescription drugs
directly or through reinbursenent of retail pharmacies consistent with
t he scope of benefits offered through those prograns. In adm nistering
prescription drug benefits under state purchased health care prograns,
agenci es shall honor an endorsing prescriber's direction to dispense a
prescription drug as witten on the prescription order.

(tv) Wthin one hundred twenty days foll ow ng establishnment of the
pharmacy and therapeutics conmttee, the drug utilization and education
council within the departnent of social and health services shall be
di sbanded and its functions transferred to the pharmacy and
t her apeutics commttee.
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(v) If a particular class of drugs is being used in a disease
managenent program sponsored by a state purchased health care program
efforts shall be nade to ensure that the preferred drugs in that class
are consistent with protocols or algorithms used in the disease
management program

(b) Establish drug wutilization managenent policies. State
purchased health care progranms shall adopt these drug utilization
managenent policies consistent with the scope of benefits offered and
popul ati ons served through prograns adm nistered by that program and
may inplenment the policies directly or by contract or interagency
agreenent. To ensure full participation by the departnment of socia
and health services in drug utilization managenent activities under
this act, the policies nust be consistent with drug utilization review
requirenents of Title XIX of the federal social security act. The
pharmacy and therapeutics commttee shall conduct drug utilization
managenent activities for state purchased health care prograns and the
consortiumas directed by the prescription drug board;

(c) Develop prescriber and consuner education policies. State
purchased health care prograns shall adopt these prescriber and
consuner policies and inplenment them directly or by contract or
i nt eragency agreenent. Ef fective prescriber education policies are

intended to result in better conpliance of prescribers with the
preferred drug |list and increased cost savings. Prescriber education
policies should be adequately funded and designed to educate
prescribers to prevent use of nore expensive prescription drugs of no
greater clinical benefit, to increase prescribers' awareness of the
preferred drug list and the credible evidence-based process used to
develop it, and the ability to direct that prescriptions be dispensed
as witten;

(d) Adopt policies necessary for establishment of a prescription

drug purchasing consortium The adm nistrator shall inplenent the
prescription drug purchasing consortium policies adopted by the board,
and shall coordinate state purchased health care prograns'

participation in the consortium State purchased health care prograns
shall purchase prescription drugs through the consortium for those
prescription drugs that are purchased directly by the state and those
that are purchased through reinbursenent of retail pharnmacies, unless
exenpt ed under section 13 of this act. The prescription drug board and
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the admnistrator shall explore joint purchasing opportunities wth
other states to achieve quality cost-effective prescription drug
coverage for those participating in the consortium

(2) Participation 1in the purchasing consortium and other
prescription drug board activities is purely voluntary for units of
| ocal governnent, private entities, and individuals who |lack or are
underinsured for prescription drug coverage. Unaffiliated individuals

who participate in the consortium shall receive reduced costs
conparable to those negotiated by the consortium for its preferred
prescription drugs. The prescription drug board may set reasonable

fees, including enroll nent fees for participating individuals, to cover
admnistrative costs attributable to participation of private entities
in prescription drug board activities. A private entity may limt its
participation to one or nore of the prescription drug board s program
conmponent s.

NEW SECTION. Sec. 5. A new section is added to chapter 41.05 RCW
to read as foll ows:

Menbers of the prescription drug board, the pharmacy and
therapeutics conmttee, or any comrittee that may be established to
carry out activities under this act are prohibited from being enpl oyed
by a pharmaceutical manufacturer, a pharmacy benefits managenent
conpany, or be enployed by any agency admnistering state purchased
health care prograns, except as specified in section 3(2)(d), (e), and
(f) of this act. As a condition of appointnent to the prescription
drug board or any commttee, each nenber nust disclose any potenti al
conflict of interest, including receipt of any renuneration, grants, or
ot her conpensation froma pharnmaceuti cal manufacturer or pharnmaceuti cal
benefits managenent conpany.

NEW SECTION. Sec. 6. A new section is added to chapter 41.05 RCW
to read as foll ows:

The adm ni strator shall:

(1) Directly or by interagency agreenent or contract, distribute
the initial preferred drug list and any subsequent revisions to every
provider with prescriptive authority, including with it a description
of how the |list was devel oped, howit will be used, and requesting his
or her endorsenent;
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(2) Obtain in witing from all prescribers either: (a) An
affirmati ve statenent endorsing the preferred drug |ist and
acknowl edging the therapeutic substitution authority granted to
pharmaci sts when there is no direction to dispense the prescription as
witten, or (b) a statenment declining to endorse the preferred drug
list; and

(3) Provide each pharmacy with a listing of the prescribers who
have not endorsed the preferred drug list.

NEW SECTION. Sec. 7. A new section is added to chapter 74.09 RCW
to read as foll ows:

(1) There is established a program to be known as the nedicaid
prescription drug assistance program Nei t her the benefits of, nor
eligibility for, the programis considered to be an entitlenent. To
the extent funds are appropriated specifically for this purpose, and
subject to any conditions placed on appropriations made for this
purpose, the departnent shall design and admnister the nedicaid
prescription drug assistance program

(2) The departnent is directed to obtain necessary federal waivers
to inplenent this program Consistent with federal waiver conditions,
the departnent is authorized to charge enrollnent fees, premuns, or
poi nt - of - servi ce cost-sharing to enroll ees of the program

(3) Eligibility for this programis |limted to persons: (a) Wo
are eligible for nedicare or age sixty-five and ol der; (b) whose famly
i nconme does not exceed two hundred percent of the federal poverty |evel
as adjusted for famly size and determned annually by the federa
departnent of health and human services; (c) who do not otherw se have
i nsurance that provides prescription drug coverage; and (d) who are not
otherwise eligible under Title XIX of the federal social security act.

(4) The departnment is authorized to wuse a cost-effective
prescription drug benefit design. Consistent wth federal waiver
conditions, this benefit design can be different than the benefit
design offered under the nedical assistance program The benefit
design may include a deductible benefit that provides coverage when
enrollees incur higher prescription drug costs as defined by the
depart nent. The departnment also nay offer nore than one benefit
desi gn.
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(5) The departnent is authorized tolimt enroll ment of persons who
qualify for the program so as to prevent an overexpenditure of
appropriations for this programor to assure necessary conpliance with
federal waiver budget neutrality requirenents. The departnent shal
not reduce existing nedical assistance programeligibility or benefits
to assure conpliance wth federal wai ver budget neutrality
requirenents.

(6) Inplenentation of this section is subject to obtaining an
approved federal waiver that allows for the collection of prem uns from
medi caid clients.

(7) This program will be termnated within twelve nonths after
i npl ementation of a prescription drug benefit under Title XVIII of the
soci al security act.

NEW SECTION. Sec. 8. A new section is added to chapter 41.05 RCW
to read as foll ows:

The adm nistrator shall, directly or by interagency agreenent or
contract, establish and operate a statew de senior prescription drug
i nformation cl eari nghouse. The cl eari nghouse shall:

(1) Pronpte access to necessary prescription drugs for persons over
age sixty-five who reside in Washi ngton state;

(2) Make information available on a statewi de basis regarding
private and public prograns that provide financial assistance to
seniors for the purchase of prescription drugs;

(3) Provide educational information about the preferred drug |ist
and nethods to purchase prescription drugs nost cost-effectively and
efficiently, including information about generic drugs and the
potential for dangerous drug interactions; and

(4) Provide individual education and assistance regarding
prescription drug financial assistance prograns.

Prior to July 1, 2005, the admnistrator shall provide for an
evaluation of the effectiveness and potential continuation of the
cl eari nghouse.

NEW SECTION. Sec. 9. A new section is added to chapter 41.05 RCW
to read as foll ows:

The prescription drug consortium account is created in the custody
of the state treasurer. All receipts from the fees from the
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prescription drug purchasing consortium created in section 4 of this
act nust be deposited into the account. Expenditures fromthe account
may be used only for the purposes of section 4 of this act. Only the
adm ni strator or the admnistrator's designee nmay authorize
expenditures from the account. The account is subject to allotnent
procedures under chapter 43.883 RCW but an appropriation is not
required for expenditures.

NEW SECTION. Sec. 10. A new section is added to chapter 41. 05 RCW
to read as foll ows:

The prescription drug board and the adm nistrator nay solicit and
accept grants or other funds frompublic and private sources to support
activities under this act, including but not limted to consunmer and
provi der educati on. Any grants or funds received may be used to
enhance these activities as |long as program standards established by
the prescription drug board and the adm nistrator are nmaintai ned.

NEWSECTION. Sec. 11. A new section is added to chapter 41.05 RCW
to read as foll ows:

The adm nistrator shall contract with an independent entity to
evaluate the inplenentation and inpacts of the prescription drug
board's activities under this act.

(1) The evaluation shall assess:

(a) The degree to which the program has influenced prescription
drug prescribing practices anong health care providers in Washi ngton,
i ncluding a description of how prescribing practices may have changed,

(b) The inpact of the program on quality of care and clinica
outcones for persons enrolled in state purchased health care prograns;

(c) The extent to which the program has |essened adm nistrative
burdens on health care providers participating in state purchased
heal th care prograns;

(d) The inpact of the program on prescription drug expenditures
across state purchased health care prograns; and

(e) The inpact of the program on the wutilization of, and
expenditures for, other health care services funded by state purchased
heal th care prograns.

(2) The adm nistrator shall nake every effort to pursue and obtain
federal or private foundation funding for the evaluation fromentities
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such as the federal agency for health care research and quality or the
m | bank nenorial fund. To ensure that results of the evaluation are
obj ective and unbiased, private foundation funds derived from the
phar maceuti cal industry may not be used to fund the eval uation.

(3) The results of the evaluation nust be submtted to the governor
and the | egislature by January 1, 2007.

NEW SECTION. Sec. 12. A new section is added to chapter 69.41 RCW
to read as foll ows:

Any pharmacist filling a prescription under the preferred drug |i st
program established under section 4 of this act shall substitute the
preferred drug for any nonpreferred drug in a given therapeutic
category, unless the endorsing prescriber has indicated on the
prescription that the nonpreferred drug nust be dispensed as witten,
in which case the pharmaci st shall dispense the nonpreferred drug as
witten. Wen a substitution is nmade, whether for a new prescription
or a refill, the prescriber nust be notified in witing by the
di spensi ng pharmaci st of the specific drug and dose di spensed.

NEW SECTION. Sec. 13. A new section is added to chapter 41. 05 RCW
to read as foll ows:

Nothing in this act preenpts state-owned or nmanaged hospitals
licensed under chapter 70.41 RCW from aggregate purchasing through
ot her prograns. These hospitals may choose to participate in the
preferred drug |ist programunder section 4 of this act if drugs can be
obt ai ned at | ower cost.

NEW SECTION. Sec. 14. The therapeutic consultation service
operated by the departnent of social and health services, with the
exception of the intensive benefits managenent and academ c detailing
conponents of the program expires on July 1, 2004.

NEW SECTI ON.  Sec. 15. A new section is added to chapter 41.05 RCW
to read as foll ows:

The health care authority, on behalf of the prescription drug
board, and agencies that admnister state purchased health care
prograns are authorized to adopt rules inplenenting this act.

SHB 1214 p. 12
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NEW SECTION. Sec. 16. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 17. If any part of this act is found to be in
conflict with federal requirenents that are a prescribed condition to
the allocation of federal funds to the state, the conflicting part of
this act is inoperative solely to the extent of the conflict and with
respect to the agencies directly affected, and this finding does not
affect the operation of the remainder of this act inits application to
t he agenci es concerned. Rules adopted under this act nust neet federal
requi renents that are a necessary condition to the receipt of federal
funds by the state.

NEW SECTION. Sec. 18. This act is necessary for the imrediate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
i mredi atel y.

~-- END ---
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