
STATE OF WISCONSIN CIRCUIT COURT DANE COUNTY 
Branch 7 

STATE OF WISCONSIN ) 
1 

Plaintiff, 
) 

v. 1 

AMGEN INC., et al., ) 
) 

Defendants. 

Case No. 04-CV-1709 
Unclassified - Civil: 30703 

DEFENDANT DEY, INC.'S RESPONSES AND 
OBJECTIONS TO PLAINTIFF'S THIRD SET OF DOCUMENT REQUESTS 

PLEASE TAKE NOTICE that Defendant Dey, Inc. ("Dey") hereby responds and 

objects to Plaintiff the State of Wisconsin ("Plaintiff," the "State," or "Wisconsin")'~ Third Set 

of Document Requests propounded to all Defendants, dated November 8,2005 (the "Document 

Requests"): 

GENERAL OBJECTIONS AND RESERVATION OF RIGHTS 

1. Any response is made without waiving or intending to waive, but to the contrary 

intending to preserve and preserving: (a) the right to object, on the grounds of competency, 

relevancy, materiality, privilege, or admissibility as evidence for any purpose, or any other 

ground, to the use of the documents or information produced or provided in this or any 

subsequent or other proceeding; and (b) the right to object on any ground to other requests for 

documents, interrogatories, or other discovery proceedings involving or relating to the subject 

matter of the Document Requests. 

2. The information contained herein and any documents supplied in connection with 

the Document Requests are for use in this litigation only and shall be used for no other purpose. 



3. Where Dey states herein that it will produce documents, it will produce such 

documents pursuant to the Wisconsin Rules of Civil Procedure and pursuant to the Temporary 

Qualified Protective Order, entered on May 11,2005, in the action entitled State of Wisconsin v. 

Abbott Laboratories, et al., in the Circuit Court of Dane County, Wisconsin (the "Protective 

Order"), to the extent such documents exist and can reasonably be obtained. 

4. The responses made herein are based on Dey's investigation to date of those 

sources within its control where it reasonably believes responsive information may exist, 

including a reasonable number of outside sales representatives. Dey reserves the right to amend 

or supplement these responses in accordance with applicable rules and court orders. 

5.  Dey objects to the Document Requests to the extent they seek information 

concerning documents or things not within Dey's possession, custody, or control. 

6. Dey objects to the Document Requests to the extent they impose on Dey an 

obligation to search or produce electronic mail ("email") or other electronically stored data in 

any format on the grounds that such Document Requests are overly broad, unduly burdensome, 

harassing, and not reasonably limited in scope. Dey will confer with Plaintiff to determine a 

mutually agreeable protocol for Dey and Plaintiff to respond to Document Requests concerning 

information contained in electronic mail and electronic data. 

7. Dey objects to the Document Requests to the extent they seek deposition 

testimony and witness statements that are subject to protective orders in other jurisdictions. 

8. Dey objects to the Document Requests to the extent they seek information 

constituting confidential or proprietary information, including, without limitation, customer 

identities, customer pricing, customer purchasing habits, trade secrets, and information of a 

commercially sensitive nature or that is protected from disclosure by statute. Dey will provide 

such information pursuant to the Protective Order. 



9. Dey objects to the Document Requests as overly broad, unduly burdensome, and 

not reasonably calculated to lead to discovery of admissible evidence to the extent they seek 

documents or information concerning pharmaceutical products not at issue in this litigation. Dey 

will provide documents and information relating only to pharmaceutical products identified in 

the Amended Complaint, namely generic forms of acetylcysteine, albuterol sulfate, cromolyn 

sodium, and metaproterenol sulfate. 

10. Dey objects to the Document Requests as overly broad, unduly burdensome, and 

not reasonably calculated to lead to the discovery of admissible evidence to the extent they seek 

documents or information concerning any discontinued product dated after the date of such 

product's discontinuation. 

11. Dey objects to the Document Requests to the extent they seek inforrnation 

concerning branded drugs. 

12. Dey objects to the Document Requests as overly broad, unduly burdensome, and 

not reasonably calculated to lead to discovery of admissible evidence to the extent they purport 

to seek information covering a period of more than 13 years - i.e., from January 1, 1993 to the 

present. 

13. Dey objects to the Document ~ e ~ u e s t s  as overly broad, unduly burdensome, and 

not reasonably calculated to lead to admissible evidence to the extent they purport to seek 

information or documents dated prior to the periods of statutory limitation applicable to the 

claims in the Amended Complaint. Dey further objects to the Document Requests to the extent 

they seek inforrnation or documents created after the filing of the Complaint on June 3,2004. 

14. Dey objects to the Document Requests to the extent they purport to impose on 

Dey obligations that exceed those imposed by the Wisconsin Rules of Civil Procedure. 
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15. Dey objects to the Document Requests to the extent they seek information 

protected by the attorney-client privilege, the medical records privilege, the work product 

doctrine, the consulting expert privilege, third-party confidentiality agreements or protective 

orders, or any other applicable privilege, rule, or doctrine. 

16. Dey objects to the Document Requests to the extent they are unduly burdensome, 

overbroad, oppressive, or seek information irrelevant to this action or not reasonably calculated 

to lead to the discovery of admissible evidence. 

17. Dey objects to the Document Requests to the extent they are duplicative or 

redundant. 

18. Dey objects to the Document Requests to the extent they seek information that is 

duplicative of other materials that Dey will produce in response to Plaintiffs document 

demands. 

19. Dey objects to the Document Requests to the extent they are vague, ambiguous, 

or do not identify with sufficient particularity the information sought. 

20. Dey objects to the Document Requests to the extent they seek information 

relating to health insurance programs not relevant to the allegations in the Amended Complaint 

on the grounds that such information is neither relevant to the issues in this action nor reasonably 

calculated to lead to the discovery of admissible evidence. 

21. Dey objects to the Document Requests to the extent they seek information 

relating to Dey's activities that are outside the scope of the allegations in the Amended 

Complaint. 

22. Dey objects to any implications and to any explicit or implicit characterization of 

facts, events, circumstances, or issues contained in the Document Requests. Any response by 

Dey is not intended to indicate and does not indicate that Dey agrees with any such implication 



or any such explicit or implicit characterization of facts, events, circumstances, or issues 

contained in the Document Requests, or that such implication or characterization is relevant to 

this action. 

23. Dey hereby incorporates by reference as if fully set forth herein any objection or 

reservation of rights made by ally co-defendant in this action to the extent such objection or 

reservation of rights is not inconsistent with Dey's position in this litigation. 

OBJECTIONS TO DEFINITIONS AND INSTRUCTIONS 

24. Dey objects to Plaintiffs definition of "You", "Your" and "Your Company9' on 

the grounds that it is overly broad and unduly burdensome. Dey further objects to this definition 

to the extent it includes entities and persons that are not parties to this action. 

25. Dey objects to Plaintiffs definition of "Document" and "Documents" on the 

grounds that it is vague, ambiguous, and overbroad. Dey further objects to this definition to the 

extent it includes documents that are protected by the attorney-client privilege, the work product 

doctrine, or any other applicable doctrine or privilege. Dey further objects to this definition to 

the extent it seeks to impose obligations on Dey that are greater than, or inconsistent with, Dey7s 

obligations under the Wisconsin Rules of Civil Procedure. Dey further objects to this definition 

to the extent it purports to include within its scope documents or information containing or 

consisting of proprietary information, trade secrets, or information of a competitively sensitive 

nature. 

26. Dey objects to the definition of any word or phrase defined in the 

"DEFINITIONS" section but not thereafter used in any of the Document Requests on the 

grounds that such definition is irrelevant and prolix. 

27. Dey objects to the instructional paragraphs preceding the individual Document 

Requests (the "Instructions") on the grounds that the Instructions are vague, ambiguous, and 

overly broad. Dey further objects to the Instructions as unduly burdensome to the extent they 
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seek to impose on Dey obligations inconsistent with, or greater than, Dey's obligations under the 

Wisconsin Rules of Civil Procedure. 

SPECIFIC RESPONSES AND OBJECTIONS TO THE DOCUMENT REOUESTS 

The General Objections and Reservations of Rights and the Objections to 

Definitions and Instructions stated above apply to and are incorporated into each and every 

individual response to the individual Document Requests set forth below, whether or not 

expressly incorporated by reference in any individual response. Dey also responds and objects 

specifically to the individual Document Requests as follows: 

DOCUMENT REOUESTS 

All documents listed in Appendix A attached hereto in unredacted form. Each of these 
documents is identified in the Third Amended Master Consolidated Class Action Complaint 
Amended to Comply With the Court's Class Certification Order on the page listed in Appendix 
A and with the bates number identified in Appendix A. (Those without bates numbers are 
otherwise identified, e.g., paragraph 290). 



DEY'S RESPONSE AND OBJECTIONS 

Dey objects to this document request as overly broad, unduly burdensome, and 

not reasonably calculated to lead to discovery of admissible evidence to the extent it seeks 

documents or information concerning pharmaceutical products not at issue in this litigation. Dey 

also objects to this document request to the extent it seeks proprietary information, trade secrets, 

or information of a competitively sensitive nature. Dey further objects to this document request 

to the extent it seeks information protected from disclosure by the attorney-client privilege, the 

work product doctrine, third-party confidentiality agreements, or any other applicable doctrine or 

privilege. Dey also objects to this request to the extent it purports to impose on Dey obligations 

that exceed those imposed by the Wisconsin Rules of Civil Procedure. Dey further objects to 

this request to the extent it seeks information that is duplicative of other materials Dey will 

produce in response to Plaintiffs discovery requests. 

Subject to and without waiving the foregoing general and specific objections, Dey 

states that it has produced or will produce the documents in its possession that are responsive to 

this Request (specifically, those documents bearing the Bates-stamps DL-CA-001201; DL-CA- 

00080; DL-TX-0014029; DL-TX-0014439; OEI-03-01-00410; DL-TX-0011179; DL-TX- 

0004775; and DL-TX-0024844). 

Documents discussing or concerning the policy and practice of each defendant concerning the 
disclosures providers and pharmacy benefit managers may make of the drug price information 
they receive from the defendant or drug wholesalers from 1993 to the present. 



DEY's RESPONSE AND OBJECTIONS 

Dey objects to this document request as overly broad and unduly burdensome 

because it, inter alia, is not limited to the State of Wisconsin and seeks documents or information 

concerning pharmaceutical products not at issue in this litigation. Dey further objects to this 

document request as vague and ambiguous because, inter alia, it contains numerous terms that 

are themselves vague, ambiguous, or undefined, including "policy," "practice," "disclosures," 

"providers", "pharmacy benefit managers", and "drug price information". Dey objects to this 

Request to the extent it seeks documents that are in the possession of third parties. Dey also 

objects to this document request to the extent it seeks proprietary information, trade secrets, or 

information of a competitively sensitive nature. Dey further objects to this document request to 

the extent it seeks infomation protected from disclosure by the attorney-client privilege, the 

work product doctrine, third-party confidentiality agreements or protective orders, or any other 

applicable doctrine or privilege. Dey also objects to this document request to the extent it seeks 

information concerning documents or things not within Dey's possession, custody, or control. 

Dey further objects to this document request to the extent it seeks information concerning 

branded drugs. 

Subject to and without waiving the foregoing general and specific objections, Dey 

states that it has produced customer contract files that may contain documents that are 

responsive to this Request. 

Exemplar agreements between each defendant and providers and pharmacy benefit managers 
applying defendants' policies and practices relating to the disclosures such entities may make of 
the drug price information they receive from defendant or wholesalers. 



DEY'S RESPONSE AND OBJECTIONS 

Dey objects to this document request as overly broad and unduly burdensome 

because it, inter alia, is not limited to the State of Wisconsin and seeks documents or information 

concerning pharmaceutical products not at issue in this litigation. Dey further objects to this 

document request as vague and ambiguous because, inter alia, it contains numerous terms that 

are themselves vague, ambiguous, or undefined, including "disclosures," "practices and 

policies," "exemplar agreements", "providers9', "pharmacy benefit managers", and "drug price 

information". Dey also objects to this document request to the extent it seeks proprietary 

information, trade secrets, or information of a competitively sensitive nature. Dey further 

objects to this document request to the extent it seeks information protected from disclosure by 

the attorney-client privilege, the work product doctrine, third-party confidentiality agreements or 

protective orders, or any other applicable doctrine or privilege. Dey also objects to this 

document request to the extent it seeks information concerning documents or things not within 

Dey's possession, custody, or control. Dey further objects to this document request to the extent 

it seeks information concerning branded drugs. 

Subject to and without waiving the foregoing general and specific objections, Dey 

states that it has produced customer contract files that may contain documents that are 

responsive to this Request. 

Any sworn statement or deposition of any current or former employee or agent relating to any 
claim or investigation about or connected with: a) whether the defendant's published Average 
Wholesale Price (AWP) was or is inaccurate, or b) whether the defendant's published Wholesale 
Acquisition Cost (WAC) was or is inaccurate, or c) whether the defendant misrepresented its 
Average Wholesale Price or Wholesale Acquisition Cost to any publication, person, entity, or 
official, or d) whether the defendant violated a federal "best price" law or regulation, or e) 
whether the defendant's agents furnished free samples to providers for improper reasons. 



DEY 'S RESPONSE AND OBJECTIONS 

Dey objects to this document request as overly broad and unduly burdensome 

because it, inter alia, is not limited to the State of Wisconsin and seeks documents or information 

concerning pharmaceutical products not at issue in this litigation. Dey further objects to this 

document request as vague and ambiguous because, inter alia, it contains numerous terms that 

are themselves vague, ambiguous, or undefined, including "Average Wholesale Price", 

"Wholesale Acquisition Cost", "federal 'best price' law or regulation", "free samples", and 

"improper reasons." Dey also objects to this request to the extent it seeks deposition testimony 

and witness statements that are subject to protective orders in other jurisdictions. Dey further 

objects to this document request to the extent it seeks information protected from disclosure by 

the attorney-client privilege, the work product doctrine, third-party confidentiality agreements or 

protective orders, or any other applicable doctrine or privilege. Dey also objects to this 

document request to the extent it seeks information concerning documents or things not within 

Dey7s possession, custody, or control. Dey further objects to this document request to the extent 

it seeks information concerning branded drugs. Dey also objects to this document request to the 

extent it purports to impose on Dey obligations that exceed those imposed by the Wisconsin 

Rules of Civil Procedure. 

Subject to and without waiving the foregoing general and specific objections, Dey 

states that it will produce depositions of current and former Dey employees or agents that were 

deposed in actions related to AWP, subject to any protective orders which may bar production of 

such depositions. 



Dated: January 9,2006 
Respectfully submitted, 

By: 
arkson (State Bar No. 1018620) 

John Moore (State Bar No. 101 0235) 

Bell, Gierhart & Moore, S.C. 
44 East Mifflin Street 
P.O. Box 1807 
Madison, WI 53701 

Counsel for Defendant 
Dey, Inc. 

Of Counsel: 

Paul F. Doyle 
Christopher C. Palermo 
Antonia F. Giuliana 
KELLEY DRYE & WARREN LLP 
1 0 1 Park Avenue 
New York, New York 10 178 
(212) 808-7800 
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OFFICE OF INSPECTOR 
http:f/www.oig.hhs.gov/ 

The mission af the Office of inspector General (OIG). as mandated by Public Law 95-452, as amended, 
i s  to protect the integrity of the Department of Health and Human Sewices (WHS) Fograms. as well as 
the health and welfare of k-neficiaries served by those programs. This statutory missian is carried out 
through a nationwide network of audits, investigations, arid inspections conducted by the following 
operating components: 

Office of Audit Services 

The OIG's Ofice of Audit Services (OAS) provides all auditi.ng services for HHS, either by conducting 
audits with its own audit resources or by overseeing audit work done by others. Audits examine the 
performance of IIMS programs and/or its grankes and contractors in canying out their respective 
responsibilities and are intended to provide independent assessments af NHS programs and operations in 
order to reduce waste, abuse, and mismanagement and to promote economy and efficiency throughout the 
Department. 

Offiee cf Evaluation and Inspections 

The OIC's Of i ce  of Evaluation and Inspections (OEf) conducts short-term management and program 
evaluations (called inspections) that focus on issues of concern to the Department, the Congress, and the 
pubtic. The findixlgs and re-ecommerrdations contained in the inspections reports generate rapid, accurate, 
and up-to-date inform ation 0x1 the e s c  iency , vuInembi1ity , and effectiveness of depamental proparns. 

Oflee of lir vestigations 

The QXGfs Ofice of Investigations (01) conducts criminat, civil, a d  administrative investigations of 
allegations of wrongdoing in WHS programs or to WHS bneficiariss and of unjust enrichment by 
prordidm, The investigative efforts of OT lead to criminal convictions, administrative sanctians, or civil 
monetary penalties. The 0 1  &so avmees State Medicaid fiaud control units which investigate and 
prosecute h u d  and patient abuse in the Medicaid program. 

OfJice of Counsel to rhe Iitspectar General 

The Of ice  of Counsel to the Inspector General (OCIG) provides ge~~eral legal services to QfG, rendering 
advice and opinions on HHS programs and operations ctnd providing all legal suppurt in QTC's internal 
~prrations. The W I G  imposes g m g m  excfusians and civil monetary palties an health care providers. 
and litigates those actions within the Department. The OC1G also mpmerrts OIG in the global settlement 
aF cases arising under the Civil Fat se Claims Act, develops and monitors corporate integrity agreements, 
develops model campfiance plans, renders advisory opinions on OIG sanctions to the hesttb care 
community, and issues fraud alerts and other indets~ry guidance. 



This rep& compares the mumt Medicare reimburses fur albuterol to the prices available to 
rhe Ikpartmmt of Veterans Affairs (VA) and to aqu.isition costs for suppliers. 

BACKGROUND 

M e d i m  does nut pay fur over-the-counter or most outpatient prescription h g s .  However, 
Mdcare Part B will cover drugs that are necas;ary for the effective use of dwable medica1 
equipmmt. OM: such p&ct, albuteml, is nn iuxhifaticm dnrg cumody used with a n e b u f k  
to treat patients suEering h m  ast&ma or e ~ n p b y m .  Medicare paid $296 millim for 
dbuterol in 2000. In general, Medicare reimburses a covered drug at 95 percent of the drug's 
average w h o i d e  price. M d i m  payments izlch.de b& the 80 p n  t &at M d m  
~ h b m  and the 20 percent w i m e  payment for which beneficiaries are responsible. 

Albutcml i s  &fy protirid& to M e d i m  ~ e f i c ~ e s  by suppliers, who &en submit claims 
for r e h b m m t  to Medicare. Suppliers can p m h e  dtug products throu* group 
purchasing organiztt~ans, wI~oleSaft=~~, md dJsextly h r n  magl~Ea~m~~. Unlike M d m ,  the 
VA pmvidm vetemns with h g s  p m  dmtly from m & ~  or wholders. 
There are severat prrrcha= options available to the VA, including the Federal Supply 
Schedule, blanket purctrase agreements, md VA rrahoml cona t s .  

We compm& Medicare's cment reimbvrsement mount for albuterol to asnoun& paid by the 
VA and to quisitim a s t s  for supplj:a mad whlesalm. We ob&& fehb-mt: 
amounts for dhtao1  from M e d i m  and acq&i~on costs fhxn the VA. To obtain supplier 
a d  wholesaler qst3sition cost$ we collected prices from wholesate catalogs, supplier 
invoices, and Dmg Taptcs Re$ Book. 

Rx&e W i e a r e  fzhbit-t fop' Mh~rterol 



FIND! NGS 

Medicare and its beneficiaries would save $264 million a year if albutero! were 
mimbumed at the median price paid by the VA 

The Met&- x i m b m m m t  mount fix albuferot is mon: than nine times p t c r  tlm the VA 

price, The VA p w k  generic albukrul through b F M  Srrpply Schedule fur a median 
price of udy $0.05 per milligram (mg), while Medicare r e i r n b m  at 

$0.47 per mg. We estimate tkai; Medicare and its beneficiaries would save $264 million a 
year if&-at for dbutm'i were set at the medislsx amount available to the VA, 
h 4 . d ~  ~ f i c ~ e s  would receive $53 million of dzis savings through reduced CO*M=~: 

payments. Based on the Federal Supply Schedule, the VA's median acquisitia cast for 
albuteroi has fallen by more than 50 percent over the last three years, fiom $0.1 1 per mg in 
2998 tc3 $0.09 per mg in 2001. Dujng the same the  period, Mdicase's r e imbmenl :  
m o m t  has remined c u f x s ~ t  at $0.47 per mg. 

Medicare and its beneficiaries would save bemeen $226 million and $245 miltion 
a year if albuterol were reimbursed at prices available to suppliers 

Medrcase" &bmrnmt amount fir a l b u ~ o l  was nearly six times higher b the mewtian 
catalog pice. Like the VA, walog prices for dbutmt have Mlen over the last several y m ,  
from $0.23 per mg in 19% to its current median price of $0.08 per mg. We found & 
Medicare would save $245 million a year by basing dbtlkrol reimbursement on the current 
medim catdog price. Irm addition, we found that the m&m sup~~fier invoice price was $0.09 
pi7t. mg, and the median whuXeSaee acquisition cost r e p o d  by rnstnufwturem was $0.3  1 per 
mg. If Macare  based ;ntbuterol r e i rnbmmt  an these prices, the program atxf its 
bcmeflciarjes would save between $226 million and $239 milfim a year* 

Less than one percent of albutarol suppliers were responsible for providing the 
majarity of the product ta Medicare beneficiaries in 2000 

Meciicare reimbu~sd 6,522 suppliers Eor dbutaot claims in 2C180. However, just 34 of these 
suppliers received more than $1 mittion each ifx M & m  r e i m w t  fur dbutmol in 2000, 
with five having between $1 E ndiim and $35 rniilian. in paid c b .  These 34 tsuppEs, who 
aU pmt'idd hom&livery/rnaiI-order services to IxnefiMes, received 63 percent of the 
Medicare payments for a ih tml  io 2000. Therefore, the majority of the albukml supplied to 
Medicare ~ e ~ ~ e s  was pvfded by mppIia+s that p w c b  a we qmtity of the 

E x c d v e  Medicere Rdrabursment for Albuterot 
OEl-BS-Ol-dWf.Qlf 



product:, We believe &at suppliers that p h a s e  afbuteroI in such large quantities may m i v e  
vofme &mrnt~; fkcrm manu&- and wbai&m. 

Medicare should reduce excessive reimbursement amaunts for albuter~t 

Despite numews attempts by ehe Centers fur Medicsure & Medicaid Sewices (CIVfS) to 
lower ~ i m . b m m a t  mom@ fos pr&pt.iun drugs, findings of this rqurt illusfrate that 

Mtxlicare still p;iys too much for dbuterol. We have comIstr=ntly found that the published 
average whok~de  prices c m t I y  used by M d m e  Co mtablish reimbursement amounts bear 
little or m n x e m b h  to actual whoImXe price5 that available tu suppliers atid large 
government pmhasers+ 

We understsuld that u n b  most drugs c o v d  by Mdcare, a l b u ~ o l  is  usually provided by 
suppliers rather than by physicims. These supplim obviously need to make a 
pmfit from the pxhts they pmviSte, yet the spread between what Mdcare  ~ k b t r r s e s  fur 
ajbutml and rkhe prim at which supplim are able to purchase rhe drug is sigpifimt. 
R & t , m m t  levels for 8f.b~@ml not only impact the M&cm pmgmq but also 
M e d i m  beneficiaries who pay k d  ~ o i n s i a r n e  mum&. 

We offer the foilowing options for reducing excessive ~imbumemmt mounts far c o v d  

drugs: 

C. Authoag a c;om&on lo set payment raters. 

CaIctdfating nationat d& axpkitiun m& M upon tke avwage muf 'ktuxr  
prices reported to the Medicaid program, 

e Collating more acamk average whalesale p~ces h m  drug pricing catalogs or other 
saurcw. 

% ImtaeasIng tile discount off the published average whulesaie prices. 

* &mg payment on p h y s i ~ ~ f i ~  acqis i  tion costs. 



* Es&Ii&tng r n u f z w e : ~ '  rebates simih to those used in fhe Medicaid pmgmm, 

Crating a fee schedule for csvaed drugs based on the F&al Supply Schedule. 

b Using CMS' inhemr mnablenm authority. 

F Using compe&tive b i e g .  

Agency Comments 

The CMS agreed W the amounts being r e i r n b d  for drugs in the Medicnre program are 
excessive, and that it is clear that the payment system for outpatient drugs needs revision. The 
agency noted that it must find a way to ensure that the program pays apppriately for aI1 
Medicare benefits, including C O V ~  drugs and the services required to h k h  those drugs. 
Tke CMS went on to state that they are looking forward to wo~king with the Congress and the 
OIG to revise the M&care payment system h r  prescription chugs. 
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PURPOSE 

%is report compaes the amaunt M&care r e i m b m  Eor dbukoi to the prices available to 
the Ikpa-tmmt of Vetmans AfEatrS F A )  and to acquisitiu~ cost? for suppliers, 

BACKGROUND 

Medicare Coverage o.f Albuteral 

Medicare does not pay for over-&e-caunter or mast auttpatient pmcriptim drugs. Howver, 
Medicarc Part B will cover drugs that are necessary fur the effective use of durable medical 
equipment Oere such product, a lbu~ol ,  is an inidation drug m m d y  ussd with a nebulizer 
to treat patients s u E '  fiwn asthma or emphysema. Albuterol is usually provided to 
btmef ia f3~  by s u p p ~ ~  who tdzrrn submit claims for r&mb=mt: to Medicare. Medicare 
paid $296 million for the mit dose form of albutzrol in 2000. This total represents over 43 
p e m t  of  the $683 million M d m  paid for a13 inhalation drugs that: year. Nedicatr: 
payments include both the 80 percent: ht: Medime reirnbww and the 20 percent 
coinsuwcx payment for wGch hefi&m are responsible. 

Medicare Drug Reimbursemant 

The Centers fix Medime & Medicaid W m  (CMS), whicb admhiseer~ the M d c m  
program, contracts with four durable medical equipment regioml carrim to process all chhs  
for durable medical equipment and a,ssocid supplies, including kktalat.ion dm@. Each 
carrier is reqornible fm detemmmg the r e i m b m m t  amount for irhfarfion drugs in their 
mqxctivc: region based an Medicare's rei~23.b-mt m&odofo~. 

IW&icm's c m t  reimbursement rn&odoIogy Eor prescription drugs is defined by Section 
4556 of the Balm& Budget Act of 1997. carriers base thek r e i m b m e n t  amatuzt f ir  
a c o v d  drug on its average wholesale price as published in Drug Topics Red Book or 
similar pricing p u b t i d m  used by the pharmaeutid industry. If a drug is available only as a 
skgb bmd-name product, r e i m b m e n t  is calculated by &&kg 95 percent of the dxug's 
average wholesale price. For dm& like albuterol that have both brand and generic sources 
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available, re iwWment  is based on 95 pe-t ofthe median avemge wholesale price for 
genexic sources. However, if a brand-name product's average wholesale price is lower than 
tbe median generic price, Medime reimburses 95 percent of  the lowest brand price. 

P:xms&o Mtdiestre RttimXrtrmet for Atbaterot 



ReceM AtEempts to Lwer Medicare Drug Reimbursement 

Section 43 16 of the B&a;tlce& Budget Act of 1997 atlaws the Department of Hal& and 
Human Services to diverge from Mdcare's statutorily defined payment method if the m e M  
results in payment amom@ which axe not inherendy m n a b l e .  Xn tate 1998, CMS regional 
carriers attempted to use this authority to lower what it: msi- excessive r e i m b m m t  
fcrr several items. ORe of these items was albutml, which was targeted for an 1 f t f e  
reduction. However, the lower r e i m b m a t  mounts were never impfcmented as Congress 
s u ~ d e d  the use of Went reas8dlt:ms through a provision ofthe Medim,  M e d i ~ d ,  
md SCMP Balm& Budget Refinement Act of 1999. This provision required (1) the 
G a d  Amrtnling OEce (GAO) to camplet= a study m the potmttirl effects o f  uc,ing 
inherent ~ a s o n a b f m s  rnamres, and (2) tfie Lkp-t of Health and Human Services to 
publish new hherent rtzmmab1-s regdatim birsed on the findings of the GAO report. The 
GAO repart, issued in July 206f0, found that inherent m n b l e n e s s  ~ u & o m  for some 
items w m  jtst-ified, however, the GAO questioned he m&bdology the carriers wed in heir 
coUecrion of pricing data fa- albuterol. The J3ep-t has not issued any new &rat 
r-dI-5 re~Moxls since th4: publ-iatim ofthe GAO report. 

T?le CMS has aLco included albutcmi and s e v d  ather halation drugs in a competitive 
bidding project in the San Antonio, Texas m a  that uses m d e t  forces to set murate prices 
far durable medical qtlpprnrmt: and related supplies. In November 2000, CMS announc& the 
selection of suppliers who had submi& competitive: bids for the inctuded items. New prices 
far these items went into effkct; an F c b ~  1,204)l. The new reimbmment amount for 
albukmf set by the c o w ~ t i v e  bidding pmxs is approxixmttely 32 percent below the wmd 
Medicare price. The M S  hopes t.a use tlze results h rn  these depn.ofltstmtio~f~ m r e  generally 
in the Medican: grugam, 

Qn May 3 1,2000, CMS mowced plans Ear M & m  to u~~ newly available average 
whuf.esale prices fclr apprn-1~ 50 drugs, including aXbu~emr1, The new prices were 
&v&+ ~edi~51id t h r t ~ ~ &  rnvmtiM011~ ~ 6 ~ . d a  by &e ~ e p m a t  Justtie md 
National Association of Medicaid Fmud Contml Units. The retIJsed pricing &.a was obtained 
from whu1ate pricing catalogs and then provided to Firsl Darn& p&Mer ofa pricing 
cumpeahum used by the phrumaceutlcal industy. First DataBmk a@ to use the new data 
when rept,reing average wholesale prices b the States. However, the Medicare, Medicaid, 
and SCMP Benefits hpovmen t  md htectiun Act of 2000, enacted by Congress in 
Decmk 2000, placd a anamtorim rm any decreases in Medicaxe drug reinrb-mt 
timumits. The Acf required GAO to cornpfete a c o ~ ~ h s . i v e  study ackkwsirrg both the 
appqxiatmas of drug r e i m b m e n t  amounts and tfxe adequacy of c m t  payments for 
related practice expses. The r)r;pment af 'H4th md HUMW~ services must then revise 
CIMSVmdrug reimb-nt: metkxblogy based on GAO's r ~ ~ m d a t i o r x s .  



3 % ~  GAO issued the h;t: of turo reports italdressing drug pricing issues on September 2 1, 
2001. Th-rs report found that physicians and suppliers can obtain covered drugs for 
substantially less h the Mediem reimbursement mumt. The GAO concluded hat  
Medicare should revise its drug payment rne&t>dolugy to mure closely reflect available &et 
price. The m n d  report, released Uctuber 3 1,ZW I ,  found that payments made to 
oncokogkts relative to their practice expenses are close to the average fbr ail specialties, and 
that the payments ase 8 p e m t  higher under h e  physician fee schedule fhen urrder the 
previous method that r c & n b d  bas& m the charges physicianz; billed for services. 
However, the GAO also found ekat recent m&%catium to the physician fee schedule 
subismtially iowaed pymmts fur certain senrim, inclub% c h m h q y  administrationn 
The CAO recomer]rd& changes tct improve MedSicare's physijcim p p m t  system. 

Unlike Medicare, the IIqmtment of Veterans Affkk (VA) purchases drugs for its hdthme 
system directly h m  manufhctue~s or wf.toIesalers. There axe s e v d  qtim available to the 
VA w h  purching with the most cornon king the F&d Supply Schechtle. 
Fed& Supply Schedule provides agencies like the VA with a simple pmess fur jmrchasing 
comedy used p s h c b  ia any quantity white stiIt 033tai- the h u n &  && with 
volume buying. Ushg competitive p r d u r e s ,  contracts me awarded to c o q ~ e s  ta 
provide supplies over a given period of  time at the Federal Supply Schedule price. However, 
the VA i s  sorneimes able tr> negotiate prim lower tkran Federal Supply Schedule mounts 
hugh other avenues such as blanket: pwckme agreements md VA national contsacts. 

Cost of: Drugs for Suppliers 

Suppliers can purchase drug products thrtmgh group pw&ng organ~.ons ,  whoiders,  
and directly &om wan-. Gxaup p w b i n g  organkations provide their members witb 
tower cast p&m by negotiating Wces for specific drugs &om m&f;um. TIE member 
can then purchase drugs at the negotiated price either dkctiy @:om the matldxhurer of 60x0. a 
whalwaies who accept$ the group p m h h g  organization's price. WhoZm!m p m k  
large volumes of drugs from mm- and sell them h d y  to suppliers. 

Related Wo-rk by tkc? CMice af Inspector Ganamt 

The Office a f ' h p f o r  General (OXG) has studied a number of issues relating to M e d i m  
dmg &-mat. Brief smabies of selected studies are p m t d  in Appendix A. 



M a d i m  c1as*~ifies drugs %%kg codes in the Ndthcare Carnun P d m  C h b g  System. 
These codm, cumonly ~ f d  to as p d w e  cod=, defme the type of dnrg and, in most 
cases, a dosage amount, Tbme we c m t l y  mu p d w e  codes for aIbu1:eroI, m e  for a unit 
dase solution d another for a c s > n ~ ~ &  suluti~n. Because nearly dl of che biflirmg for 
dbutem]. is for the wit dose f m  of the drug, we only reviewed the reimbursement mounts 
for the unit dose code. The term '"unit dmx? ~ f m  to a 3 milliliter (m!) sofuelan of0.083 
percent dbutaof. The groc&n: code fur the anit d w  form af ahtern1 is J76 19. This cade 
i s  &fined as, "dbuterol dl fomul&m ineluding sepmtexf isomers, idxhtion sofuti~n 

. . 
idmm&a-& throw durable m & d  quj-t; unit d m  form, per I mi1ligam (rng)." We 
obtained m t  fee schedule r e imbment  m m t s  for pr& code 37619 from the four 
durable medical equipment regional cauriers, B e  reimbwment momt fur alttuteroI was the 
m e  fix each of the EOW carriers. 

We accmse& CMS' National Claims Histuxy File to & e e  M&-'s total paymats for 
albuterol and otha inkalation drugs in 2000. We a h  used ckis file to andlyz~ albutm1 
supplier &Q. fur tfie yeas 2(100. 

Matching Procedure Codes to National Drug Codes 

The VA and suppliers use rmtiorraf drug codes r&er than pr-e codes to identify drug 
products. 3txause of these coding Wermces, we 4 the April 2001 CD-ROM edition of 
Dmg Topics Red Book: to IdmtiQ the spec& nati~rxdt drug codes &at match the p d w e  
code definition fm atbutmf. Each drug manufactmed or distributed in the Urritad Stam has a 
unique n&ona1 drug code. National drug codes identify the rnmufkturer oftht: drug, the 
product &sage ~~ aML the package size. Because M d m e  uses only generic versions of 
a ~ b u ~ o i  to determine its reimbursement mount, we d y  selected generic dbutml riatimal 
drug d m .  We found I9 mtioml. drug c a k s  fbr generic albutaut &at: makf-te8 the 
prcmdm code definition of J76f 9. 

The p&m oode fix the unit d m  fom d a l b a m l  is reim- per mg. However, VA 
prices and wholesate prices were alf. hsed on 3 ml vials oE0.083 percent dbuterol solution, 
Co-dy, we needed to convert mt prices uf album1 into mg prices. A 3 mi vial of 
0.083 pacent albut~~uf. sdutian c o ~ ~  2 5  mg of afbutmol. b f o m ,  1 mi of  solu-t;lm 
c o x f ~  0.833 mg of safbuterol(2.5 divided by 3). For each rtationaf h g  6, we ~nuftiplid 



the number of milliliters of dtruterol sottttim by 0.833 to determine the miftigm aounit, e.g., 
75 ml of solution mufgplisd by 0.833 equals 62.5 mg. 'BVe then divied the drug price by the 
number of  m j f f G m s  to determine a p a  mg price. 

To detxxxxxke the VA's m t  mis fm a%tl&roL we aBtahe$ a file fbm the VA website 
cm~injng their 2001 c~ntJw;ted prices. The VA pricing file contained Federal Supply 
%hduie prices fur 1 l of h e  19 rrzatcbkg alhttml dona f  drug coda. To & W e  a 
single VA price, we cafcuhtid the rn& price per rng for these 1 Z cwles. 

We also campafed the 2001 VA prices to VA prices in the years 1998 though 2000. We 
&&mined the p m t a g e  change each year in VA prices, and muliplied tkis number by the 
ammolt Medicare paid in a given yea. Tfiw figures represent tke momt M e d i m  total 
paymats would have k& or deereased if the heMedicare reimb-mt amount changed 
at the stme mte as the VA price, In order to estimz& this figwe fur 2001, we assumed that: 
2001 Mdcare payments for dbuterol would equal 2000 payments. 

Prices Availabte .to Suppile= and Whalesaiers 

To detemhe actual wholesafe prices f'crr albu&ruf, we reviewed year 2001 pint: and d i n e  
catalogs hm four dny;: wholesdm and h;va p u p  purchasing m-ga.nk&ans, Tke six pricing 
sources we used provide drug products to suppEexs and phys;ichu practices. We then 
camu2ed a single mb1crg price for albutemI by cdfmrfahg the m&m price per mg of ttme 
coreqmftding nnti-I drug &. 

In dditiun to ataiog prices, we alsa used actual afbuterol invaim to determine rmpplim 
acquisition costs. The jnvoices were collectd by the OK3 dwing a review of idxilation ckug 
utilization. The invoices w m  obti&ed during Site visits tO q'lias fhrotlghuut the country, 
and were for albuterol p w W  Men June 1 9 8  and August 2000. To detx:We a 
single invoice piice, we c a l c ~  the median price per mg for the 91 invoice prices ooIfected 
h r n  supptim. 

We alsa obtained m u f % l c ~ r f ~ d  wblesale q u i s i t i m  costs h m  the April 2001 CD- 
RUM &tion of Drug  topic.^ Red Book. The Drug Top& Red Book defines whoIwb 
acqtzxisitiun cost as m a n u h ~ ~ u u t e d  fist prices to tvhoI.de distx-ibtttars; these prim are 
xzof reflective &bids, rebates, volwne purchase a~~ or 0th types afwlttsive 
mtmcts. Efevm ofthe 19 a b m l  d a d  dnrg codes had wholesale acquisition mfs 



rqmtd in 2UUI. From these costs, we c~~lcdatsd a median per mg whola1e acquisition 
cost fix dbuterof. 

Calculating Potential Medicare Savings 

To calculate potential Medicare savings, we campawed Medicare's ~ i m b m m m t  amaunt fur 
I mg ofdb't~teof tu VA prices, whoisale ac+itiun costs, m&fug prim, and invoice prices. 
We detemhed the percentage diEemce in prices by subtracting the &an source price 
earn the M d c m  prick:, and then &vidhg this n m k  by the Mdcare  price, These 
percentages indicate how much Medicare would save if reimbursement fur afbukml were 
based on prices provided by other sources. We: muIttip1ied &ese pmxn$age,~~ by the total 
amutmt M & . m  paid far a1-l in 2Q00 to dc&& dsllstr savings. A table showing the 
data used to caicul;a& potential savings is pmnted in Appendix B. 

This hspwt i~n  wa5 condwkd in -aamdance with tfte Quality Stahrdsf i r  Impecrions 
issued by the Resident's Council. cm Integrity and EfXi_cimcy. 

Excessive Medimre Heirnburwmwt for AfhwtemI 



Medicare and its beneficiades would save $264 million a year 
if albutt~rol were reimbursed at the price paid by the VA 

The Medicam reimbursement amount for albuterol is over nine times greater than 
the mdian VA price 

The median Federal Supply S c W e  price available to the VA for generic atbutem1 is only 
$0.05 per mg, compared to $0.47 per mg for Medicare. We estimate that Medicare and its 
beneficiaries would save $264 mihun a year if reimbursement for atbutml were set at tbe 
median amount paid by the VA under the Fedesal Supply Schecftlle. The sav3n.g rqmsmt 89 
prmt of tbe $2% mi.If.im Medicare paid fur albuta01 in 2000. 

Medim &nefides w d d  m i v e  $53 &m of the $264 rdfim in savings through 
reduced co-m payments. A Medicare bfiw using a typical monthly amount af 
dbutemlf250 my;) wouM pay $23.50 in M d m  co insme .  That cuiYtsmce amount is 
nearly hubfe  what the VA would pay mtright ($12.50) to p w c k  one month's supply of 
the drug. Table 1 blow compares the Medicare reimbmment amaunt to median pxim 
available dtroiigh o h  sources, i[t dm psrih Medicam savings and beneficiary 
c o ~ c t :  b& on ~ u u s  rehbmmttnt  levels. 

ent of Veterans Affairs $0.05 $264,222,803 

f 
-. 

/ Wholesale Acquisition Cost $0.1 f $27.50 $5.50 $226,476,689 
* . ,  

Sou~es :  200'1 Medicare Carrier and Depament of V e t m ~ s  A%irs Websiks, 2001 Wholesrrfe Catalogs, 3998-2000 Suppliet 
Invoices Callwted by QfG, 2001 Drug Topics Red Bouk. 

Em&ve M b r a  Ehh-t far ALtrteral 
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Between 1998 and 2001, the median VA cost for albuterol decreased by over 50 
wrcen-t, white the Medlcaire reimbursement amount remained the Sam@ 

The VA price for albufxml has fallen by more than 50 percent over the last three years, 60m 
$0.11 per mg in 1998 to $0.05 per mg in 2UU1. D&g the w e  time period, Medicare's 
~ i m b m e n t  amomt m repot.te;d, average whole& prices) has remain& canstant at 
$0.47 per mg. If h e  M e d i m  ~ L m b m m e n t  amount fur albutml decre& at a rate equaf 
to the VA's purchase price, hlfdcare md its beneficiaries would have saved $68 million in 
1999 and $108 million in 2000. The pmgam coufd save madx;~ $161 million in 200 1. The 
graph below iILumtes the changes in VA and Medicare pricing over the last 3 years. 

1 9% I @@ 2000 2001 
Year 

Sources; Medicwe Carrier and Deprtmmt of Veterans Affairs Webites 
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Metdieare and its kneficiaries wufd  save beWaen 
$226 million and $245 million a year if albuterol were 
reimbursed at prices available to wholesalers and suppliers 

Medicare paymen* fur a!buXeml would b;e reduced by 83 percent 8 
reimbursement amounts were based on prices listed in wholesale catalogs 

Medicare ard its b e f i c ~ a  wouM save $245 million a year if the xp;im.-nt mount for 
albutaul quafed the meCLian price available! to suppliers h u g h  whofaden md group 
purchasing or-t;im. This represents 83 percent of the $295 million Medicare and its 
heficiarim reimbursed for the drug in 2000. cabfog p~~ %I- generic afbttkrul mged 
hrn a low of$0.07 per mg ID a high of $0.15 per mg. Tbe Medicare min~bmmmt nmaunt 
($0.47 per mg) was nearly six times more than the. mediarz cablog price p.08 per mg). 

Like VA prices, catalog prices fur albuterol have gone down ova the l ~ t  several y m .  In 
earfier reports3 we fomd k t  thc: average catalog pAce for dbutmol was $0.23 per mg in 
T 896, and $0.13 per mg in 2000. The current cablog prim o f  $0.08 per rng of  albuteral i s  65 
percent less than the catalog price c r F k  drug five years earlier. 

Medicare payment-s fur atbutemf waufd be reduced by 81 percent if 
reimbursement amounts were based on supplier invoice prices 

hvuiccs reviewed by the OIG listed prices ranging fbm $0.08 to $0.14 pe3. mg for albulerol. 
pwh& by sappl3ers between 1998 md 2000. The median price for albuterol pwefnased 
by these suppliers was $0.09 per mg, 8 1 m n t  less than the Medicare rcimb-ent 
mount. M e d i m  and iks begciarim would save $239 million a year if dbuteml were 
reimbmed at the median invoice p&, 

Medicare payments for albuterol would be reduced by 77 percent if 
reimbursement amounts were based on manuf~cturer-rt?rpor*tc~~ad wholesale 
acqui$ition costs 

PohlisW wholesake acquisition costs fur dJbuef.ai m g d  h m .  $0.09 lo $0.28 per rng in April 
2001. The pncxtim who1mate acquisition cost  wit^ $0.1 1 per mg. hdividd drug 
m u & c m e ~  reported these wholesale acquisition costs to Drug Topics Red Book, T"he 
Dmg Topics Red Book defines who1de aepisition cost as ~ ~ a c t u r m q u o ~  list pn'm 



fo whaI$Sdfe: distribu~ors, mt reflective of bids, rebates? volume p m k s e  agmmts, or other 
types of ~ X C ~ U S ~ V ~  contracts. 

If Medicare bas& its r e i m b m e n t  for albubrul an manuEacmr-mrted whokde  acquisition 
costs &er than average whoimle prices, the ysrugmm and its beneficiaries would save $226 million 
a yaw, 

Less than one percent of albuterol suppliers werQ 
responsible for providing the majority of the product to 
Medicare beneflciafies in 2000 

M & m  r e i m b d  6,522 suppliers for aibutml chims in 2000. However, just 34 of w e  
suppfiers received more tfian $-1. million each in Medicaxe jxhab-t ltbr & t r u ~ f  in 2000, 
with. five having ktwm $I. 1 milliorm and $35 million in paid ckms. Thw 34 tmppiiers, who 
all provided h r n ~ e ~ v ~ / ~ t - o r k  services to Ixmeficiaries, mived 43 percent aE the 
~ e d i c a r e  pymmQ for a%utml in 2000. ?%mfm, the majority ofthe afbuteml supplied lo 
Medim beneficiaries was pmvided by suppliers that puf:ch9e a Zwge quandty lzf the 
prahct, We believe that sqqdiers that puwha,w dbuterort in such large quantities m y  receive 
vafume &scum& h m  md;?bc- and whalsalm, 

E ~ c ~ v e  Medkm R&m&umrwat far AXbutml 



Medimre s houtd reduce excessive reimburrsemtsnt amounts far*. af buterol 

Despite numerous attmp4~ by the Cmkn t'or Medicare & Mahaid Sewices (CMS) to 
lower reirnb-mt mounts far prescription drugs, the b&gs of this fepoft ilXusmte &at 
Medicare seiU pays tOO much Eor aJ.bu&xuf. We have w n s ~ t ~ y  found that the ptibWecl 
av-e whdesale prices amendy used by Medicare u, establish reImE,mmt axxhuun& beas 
t i ~ e  ar no w m b h c e  t-o actual wbulesale prices that ase available to suppliers and large 
government p m h ~ e r ~ .  

We dm that. unlike mast drugs covered by Medime, a~buter~l usually provided by 
suppliers m&er tfran idrn&stered by ghlysich. These suppliers obwiuusly need to make a 
pmfit fksm the products they provide, yet the spread. b6Wen what Me&- r e j n ~ b m  fur 
dbuteral and the price at which suppliers are able to p m b  the drug is significan~ 
Reimbummt Levels for dbute1-01 nat onky impact the M d m  program, but a h  affix3 
M & m  heficiaies who pay in& cuinsmce amounts, 

We offa the fallowing cpt~ons for reducing excessive r e i m h m t  amow& f i r  c o v d  
dnl#p: 

*- A u & d g  a cxmmisim to set papent  E%S, 

oafd&ng f~&onal. m M  acquisition costs based upon tZle average muf~turer 
prices rqmrted to the Medicaid pp. 

* ChI1e(:hg more murate average wholesale prices h m  dntg pricing Wags  or crtker 
somw. 

B. hc~easing the &mm~t off the pubMed average who1de prices. 

Basing payment on phystCiaas/~Iier acquisition mts. 

Establislning mdxmn' rebates similar .to those uired in the Medicaid p r u p .  

c Crating a fee ;sch&fc far w v e d  dm@ based on the Federal Supply ScheduIe. 

E x m i v e  MdTwre R d m B ~ m m t  for AibrtWol 
QE14M1-BO.ltl 



b Using CMS' itlfierent r~wriablmas authority. 

Usingcory&tivebidding. 

Excesdve Medicare t?Reimbursewnr for Albuteml - 



Agency Comments 

The CMS a@ that the mom& king reimbursed fox drugs in the Medicare program are 
excessive, and that it is clear that the payment system fur outpatient drugs needs revision. The 
agency noted that it must find a way to emwe cbat the pragram pays appmprily for aff 
Medime benefifs, kcfudhg cavexed drugs and rhe services required ta famish &use drugs. 
The CMS went on to state kt they are Iaoking f m w d  to working with the Congress and the 
QXG b revise the: M&cm payment spm faf pmsc.riptiun dntgs. The fiif kxe of CPdtS' 
comments is presented in Appendix C. 



Selected OIG Reports on Drug Reimbursement 

JVedicave Reimbursment ofPrescrt'ptbn Drags (OEf43-OO-M3IQ), January 2001. We found 
hat M&we and its beneficiaries would save $1.6 billion a y w  if 24 chugs were m i m b u d  at 
amotrnzts available to the VA. We also found W M&me would save $761 million a year by 
paying the actual wholesale price for 24 drugs. 

Medicare Reimbursement of Albuterol (OEI-03-00-0031 I), June 2000. We found that 
M & m  its benie f ic~a  would save $120 million or $209 million a year if'dbukmt was 
reimbursed at m m &  avaihble throu@ Medicaid and the VA, ~ t i v e l y .  Medicase and ib 
beneficiaries would save $47 d o n  or $1 15 million a year if Medicare reimbwsed albutemf at prices 
available zit chain and kitemet pbmaciies, 

Coarp(~ep%g Drag Rairnhumement: ~erix'care and the Deparimeni of Veterans Affuh 
(OEIIU3-97-002931, November 1W8. We Eaund that Medicm and i% beneficides would save $1 
biIliun in f 998 if the d10wed amounts for ?4 drugs were qraat to prices ob&ed by he VA. 
Fdemore,  Medrim allowed btwem 15 and 16QO percent more than the VA for the 34 drugs 
reviewed. 

Are Medicaw AlEawrrrces fur A1butt.d Suljaie ReasrzniEble? (OEI-83-97a0292), 
Auigvtst 2998, We found that Medicare would allow between 56 ta 550 pacent more than the VA 
would pay for generic versions ofalbuterol sulat& in 1998, and 20 percent more than the average 
MrxIicaid p m n f  fir albuterol sulfate In 1997. We also fumd that Medime allow& 333 pma 
more than avsulabk acquisition costs fur h e  drug in 1998. Clstorners of  mail-orh pharmacies wmfd 
pay up to 30 percent less than Medicare for aibuteml sul&te in 1998. 

Excessive Medicare Payments for Prescriptbpa Drrrgs (0EI-03-97-00290), December 1997. 
We found that MecXlcare af10warcices for 22 drugs exceeded achza't wholesale prices by $447 
mittion irx 1996. Fur mare than om-thitd of the 22 drags reviewed, M & m  dXowed mmts were 
more thm double the actual wholesale prices avaitabte to physi- and suppliers. Furthemom, we 
hmd tfial; there was n~ cmsiste3cy among M & m  &em in c;stabtishg a d  updating drug 
r i  m0UIZts. 

A Comparison ofAfhuterol Su&a& Pdcces (OEI-03-94-00392), June 1996. We f d  that 
many of  the p m i e s  surveyed charged customas less than the Medicare allowed amount for 
generic albuteroi suEi~te. The Eve buying groups mey& had negotiated. prices between 56 and 70 
p e n t  lower Mzdicare's reim.busf:ment amount for the h g .  



Supptkm ' A crgukiEb'o~1 Costs for Albacterul S~lfate (OEI43-9W393), June 1996. We found 
that Mahcafe's afluwaf3ces for nibuterol sulfa& stlbstant.iaXly exceeded suppliers' acquisition costs for 
the chug. The M & m  p~31gra.m could have saved $94 million of the $1 82 mjllicrn allowed fur 
albukml dwhg the I4month review period i:iFh/ldm ~ i u n b m e n t   mom^,^ had k e n  bawd on 
avemge suppf ier invoice costs. 

Exmslvs Medicare R~mibrtrwrnentllt for AIbuterol 



Calculation of Potential Savings for Albuteroi 

(1 f To determine pmcmtage differex1ces in albuterol prices, we subtracted the source price from the 
Mdicare price, We then divided this number by the Medime price. 

(2)  To calculate potential saving$ we multiplied Medicare's 2000 total pa-& ($295,677,899) 
for dbueoX by thc pem'fage d i E m c e  in prim. 

"Percentage rounded to rhe nearest renth 

Wholesale Acquisition Cost 
-' -- i 

$0.09 to $0. X8 $0.1 I $0.47 76.6% $226,476,689 



Centers for Medicare & Medicaid Services Comments 

Excessive hfcdieare Reimbursement for Alliutcrol - 



Excessive Medicare Reimburscm~nt far Afbutc~ol 


