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July 19, 2007

The Honorable <<First Last>>

U.S. <<chamber>>

Washington, D.C.

Dear <<title last>>:

We urge you to become an original sponsor of the “Patient Access to Medicaid Generic Prescription Drugs Act of 2007,” a bipartisan bill which currently has 15 original sponsors. Please contact Brendan Woodbury in the office of Rep. Nancy Boyda or John Slotman in the office of Rep. Jo Ann Emerson to become a co-sponsor. The deadline to become an original sponsor is COB Friday, July 20th.
Patient access to prescription medicines is seriously threatened by the latest CMS ruling which makes sweeping and devastating changes to Medicaid pharmacy reimbursement.  The Deficit Reduction Act of 2005 (DRA) created a new Federal Upper Limit (FUL) based on Average Manufacturers Price (AMP) for multiple-source generic medications.  Brand drug reimbursement is unaffected.

AMP is flawed and inappropriate as a measure of pharmacy reimbursement.  The definition issued by CMS will force states to underpay pharmacy providers for the generic medicines they dispense under Medicaid.  

Most recently, a June OIG report concludes that the new AMP-based FUL falls below pharmacy acquisition for 19 of the 25 high-expenditure Medicaid drugs studied.  The findings are consistent with the December 2006 GAO report that finds AMP will fall on average, 36 percent below pharmacy acquisition cost. When you factor in the pharmacy’s cost to dispense, which is not adequately covered by state Medicaid programs, the loss is even greater.

Patients-especially those in rural areas-will lose access to needed cost-saving medications.  Thousands of community pharmacies who serve larger Medicaid populations will actually be forced to close their doors entirely, resulting in lost jobs, lost tax revenues, and a loss of prescription drug access for their communities.

A loss of access to cost-saving medicines will result in increased Medicaid costs for doctor visits, emergency room treatment and long-term care costs—increased costs all to be borne by the taxpayer.

The AMP based system is erroneous—pharmacy reimbursement should be based on the cost actually paid by the pharmacy, not the sale price reported by the manufacturer.  The bill offered by Representatives Boyda and Emerson creates a fully transparent Retail Acquisition Price index based on a survey of actual pharmacy invoices open to CMS audit.  Also included are policies which drive generics, generating hundreds of millions of dollars in savings for each percentage point increase in generic utilization.

We look forward to discussing these opportunities with you and your staff.

Sincerely,
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Charles B. Sewell

Senior Vice President, Government Affairs
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