
 
 

Multi-State Drug-Purchasing Cooperative Evaluation  
 
 
Executive Summary 
 
During the 2004 Legislative Session, House Bill 04-1455 was enacted with the following 
provision: 
 
§25.5-1-112  Drug Purchasing Pool - Report 

(1) The state department shall, within existing appropriations, evaluate whether the 
state should apply to the federal government to join an existing multi-state drug-
purchasing cooperative for the purpose of facilitating an economical purchase of 
prescription drugs for state medicaid recipients.   

(2) On or before November 1, 2004, the state department shall report to the executive 
committee of the legislative council and the health, environment, welfare, and 
institutions committees of the senate and the house of representative’s the state’s 
options regarding the application to join an existing multi-state drug-purchasing 
cooperative and whether any legislative changes would be necessary. 

 
This report describes the Department of Health Care Policy and Financing’s evaluation 
and findings concerning multi-state drug-purchasing cooperatives. 
 
There is a single existing multi-state drug-purchasing cooperative that is administered by 
First Health Services Corporation and that has eight federally approved participant states.  
The two key elements of the multi-state drug-purchasing cooperative approach is a 
preferred drug list (PDL) and increased purchasing power due to increased client volume.  
The participating states in the multi-state drug-purchasing cooperative have all estimated 
savings to their state Medicaid programs; the savings resulting from both the PDL use 
and negotiated supplemental rebates. 
 
Any participation in a multi-state drug-purchasing cooperative must meet with federal 
approval for the state to continue to receive the federal funds that match state general 
fund expenditures.  On September 9, 2004, the federal Centers for Medicare and 
Medicaid Services (CMS) provided written guidance to states concerning this concept 
that requires states to ensure access to appropriate medically necessary drugs and that 
requires the use of a competitive procurement process to select the administrative 
contractor for a multi-state drug-purchasing cooperative.  
 

1 



Colorado Department of Health Care Policy and Financing 
Report to the Executive Committee and House and Senate HEWI Committees 
Multi-State Drug-Purchasing Cooperative Evaluation 

There are both benefits and risks to having a preferred drug list for Medicaid recipients.  
Each state considering joining a multi-state drug-purchasing cooperative will need to 
determine whether the anticipated benefits of a PDL outweigh the potential risks.  In 
addressing this policy question, the Colorado General Assembly has failed to pass 
legislation authorizing or mandating a PDL for the state’s Medicaid program on more 
than one occasion.   
 
Supplemental rebates pose some complex questions for Colorado due to the provisions of 
the Taxpayers’ Bill of Rights Amendment, Article X, Section 20 of the Colorado 
Constitution (TABOR).  These issues would need to be considered in making any 
decision to pursue participation in a multi-state drug-purchasing cooperative. 
 
It is the Department’s opinion that statutory changes would need to be enacted to 
authorize participation in a multi-state drug-purchasing cooperative. 
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Multi-State Drug-Purchasing Cooperative Evaluation 
 
 
This report, required by §25.5-1-112, C.R.S. (2004), describes the findings of an 
evaluation conducted by the Colorado Department of Health Care Policy and Financing 
to determine whether the state should apply to join an existing multi-state drug-
purchasing cooperative for the purpose of facilitating an economical purchase of 
prescription drugs for state Medicaid recipients.  The evaluation scope was significantly 
constrained by the legislative mandate that it be conducted within existing appropriations.  
As a result, the report relies upon existing materials available in the public domain.  
 
As of the date this report was written, there is a single existing multi-state drug 
purchasing cooperative that has been approved by the federal Centers for Medicare and 
Medicaid Services (CMS) for state Medicaid program participation.  This multi-state 
purchasing cooperative was approved in April 2004 with five original participant states:  
Michigan, Vermont, New Hampshire, Alaska, and Nevada.  An additional three states 
(Minnesota, Hawaii and Montana) have submitted state plan amendments to join and 
have been approved.  All the participant states have signed contracts with First Health 
Services Corporation to negotiate lower prescription drug prices on their behalf with 
manufacturers.  There are two key elements of the multi-state drug purchasing 
cooperative approach, a preferred drug list (PDL) and client volume or covered lives.   
 
Under Medicaid, a preferred drug list generally covers all therapeutic drug classes and 
includes a limited number of “preferred” drugs within each of the classes.  Designation of 
a specific drug for inclusion may be based upon clinical evidence, price, or both.  As part 
of the requirements for receiving the federal drug rebate from manufacturers, there must 
be a mechanism, typically prior authorization, for a client to receive a prescription drug 
that is not included on the PDL.  Although each state is free to design its own PDL, 
savings under a multi-state drug purchasing cooperative are maximized when the specific 
drugs on each participating state’s list are similar.   
 
The second element of the multi-state drug purchasing cooperative approach is client 
volume.  As in any economic model, lower prices are acceptable to a manufacturer in 
exchange for greater numbers of sales.  In addition, the larger the number of covered 
lives or clients, the greater the opportunity for savings to be derived in administrative 
tasks and functions such as prior authorization. 
 
The mechanism for negotiated lower prices in the existing multi-state drug-purchasing 
cooperative administered by First Health Services Corporation is a supplemental rebate.  
This means that the actual prices paid to dispensing pharmacies are not reduced.  At some 
routine interval, typically quarterly, the detailed expenditures for each specific 
prescription drug are reported to the manufacturer and a rebate amount calculated based 
upon the negotiated agreement.  That supplemental rebate is then returned to the states as 
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an offset to the expenditures.  This mechanism raises some Colorado-specific issues that 
will be further discussed in the section of the report labeled Colorado Considerations. 
 
It should be noted that First Health Services Corporation does not receive any portion of 
the supplemental rebate from the drug manufacturers.  The entire rebate amount is 
returned to the participating states, which must in turn share that rebate with the federal 
Medicaid program at the participating state’s federal match rate.  The remaining options 
for funding First Health Services Corporation include per claim administrative fees or a 
per member per month fee.  In either case, since the drug purchasing cooperative 
administrator is not funded through the negotiated rebates, there is less financial incentive 
for the administrator to negotiate the highest level of rebate.   
 
For the participant states, estimated savings from the multi-state drug-purchasing 
cooperative approach ranges from $1 million to $8 million in 2004.1  It should be noted 
that Michigan’s estimated $8 million in savings is for a Medicaid program that is much 
larger than Colorado’s.  Specifically, Colorado’s prescription drug expenditures are only 
29.3% of Michigan’s prescription drug expenditures.2   
 
Federal Requirements for Participation 
 
Any participation in a multi-state drug-purchasing cooperative must meet with federal 
approval for the state to continue to receive the federal funds that match state general 
fund expenditures.  As of the date this report was written, there is a single existing multi-
state drug purchasing cooperative that has been approved by the federal Centers for 
Medicare and Medicaid Services (CMS) for state Medicaid program participation.  On 
September 9, 2004, CMS provided written guidance to states concerning this concept in a 
state Medicaid director’s letter (SMDL #04-006), which can be found in attachment A.  
In brief, CMS articulates requirements, which each applicant state must be able to 
demonstrate it has considered, that any such program: 

��ensures that appropriate medically necessary drugs remain available to Medicaid-
eligible individuals; 

��designs a preferred drug list (PDL) that can balance the interests of Medicaid-
eligible individuals with the state’s interest in expenditure levels and efficiencies; 

��addresses the needs of Medicaid-eligible individuals with special and/or complex 
medical needs; and  

��is selected through a competitive procurement process. 
 

                                                           
1 Centers for Medicare and Medicaid Services.  “Safe and Effective Approaches to Lowering State 
Prescription Drug Costs:  Best Practices Among State Medicaid Drug Programs.”  September 9, 2004. 
2 Centers for Medicare and Medicaid Services.  2001 Medicaid Statistical Information System (MSIS) 
Reports for Colorado and Michigan. 
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Points for States to Consider In Evaluating the Multi-State Drug Purchasing Cooperative 
Approach 
 
As previously stated, a key element of the multi-state drug purchasing cooperative 
approach is the use of a preferred drug list (PDL).  To date, there has been limited 
research on the consequences of drug cost containment strategies like PDLs in Medicaid 
populations.  Primarily, PDLs presume a certain level of homogeneity across the clients 
whose prescription drug use is affected.  However, many Medicaid clients have complex 
medical care needs and correspondingly complex prescription drug regimens.  The 
benefits of reduced expenditures in prescription drugs need to be balanced against the 
potential for cost-shifting associated with higher medical services use, as well as client 
symptoms, quality of life and long-term health outcomes.  An excellent discussion of this 
issue can be found in a March 2004 publication by the AARP Public Policy Institute 
entitled, Benefits and Risks of Increasing Restrictions on Access to Costly Drugs in 
Medicaid.3 
 
Second, the funding source for the multi-state drug purchasing cooperative administrator 
would need to be identified.  Most states already contract with an administrative entity 
for prescription drug claims processing.  Pursuit of the multi-state drug purchasing 
cooperative approach will require the removal of this function, and the corresponding 
funding, from an existing claims payment contract to avoid duplication.  Such reduction 
in an existing state contractor’s scope of work and funding may be politically difficult to 
achieve or may raise legal challenge. 
 
Additionally, the manner and extent of a state’s participation in managed care has 
consequences for prescription drug rebates.  States that include prescription drugs within 
the capitated managed care benefit as Colorado does are not entitled to federal Medicaid 
prescription drug rebates for those clients enrolled in managed care.  Similarly, any 
supplemental drug rebates provided through a multi-state drug purchasing cooperative 
would not be available for clients who are enrolled in managed care.  Fundamentally, the 
number of clients enrolled in managed care is removed from the state’s volume in 
negotiating and receiving the supplemental rebate. 
 
Finally, any action to reduce a state’s prescription drug expenditures needs to be carefully 
evaluated in the context of the federal Medicare prescription drug benefit.  For most state 
Medicaid programs, the highest utilizers of prescription drugs in terms of both number of 
prescriptions and expenditure levels are dual eligible clients.  Dual eligible clients are 
individuals who are eligible for both Medicaid and Medicare due to a combination of low 
income level and status as either aged or disabled.  In Colorado, dual eligible clients 
comprised about 21% of the recipients in SFY 02-03 and were estimated to be 
responsible for approximately 59.7% of the state’s $201,539,466 prescription drug 
                                                           
3 Soumerai, S.B. “Benefits and Risks of Increasing Restrictions on Access to Costly Drugs in Medicaid.”  
AARP Public Policy Institute #2004-04 (March 2004). 
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expenditures.4  Effective January 2006, the Medicare program benefits will include 
prescription drugs.  Unfortunately, many implementation details of the Medicare 
prescription drug benefit are not yet settled.  However, one point that is absolutely clear 
is the unusual feature of state cost-sharing in the benefit through what is referred to as a 
“clawback.”  Each state will be required to make monthly payments to the federal 
Centers for Medicare and Medicaid Services based upon a percentage of calendar year 
2003 actual prescription drug expenditures for dual eligibles.  As a result, many states are 
being cautious about implementing prescription drug cost containment measures before 
the implementation of the Medicare drug benefit. 
 
Colorado-Specific Considerations 
 
In order to better understand the ramifications of participating in a multi-state drug-
purchasing cooperative for Colorado, an overview of the Colorado Medicaid program’s 
prescription drug coverage and expenditures is deemed helpful.  Prescription drug 
coverage is an optional Medicaid benefit.  Each state may choose to include prescription 
drug coverage but is not required or mandated to do so.  However, once a state has 
chosen to include prescription drug coverage as an option, there are federal requirements 
about how that coverage must be provided in order to receive federal matching funds.  
Although there is no federal requirement for states to have explicit state statutory 
authority for all the mandatory and optional benefits of their Medicaid program, the 
Colorado General Assembly has chosen to provide policy direction by laying out the full 
details of Colorado’s Medicaid program in statute.   
 
Over the past four legislative sessions, the Colorado General Assembly has addressed the 
policy questions of preferred drug lists and supplemental rebates for Medicaid a number 
of times.  The Colorado General Assembly has consistently failed to pass legislation 
authorizing or mandating a PDL or a supplemental rebate program for the state’s 
Medicaid program.5  However, in 2003 Senate Bills 11 and 294 were enacted as 
strategies to address issues of concern regarding the Colorado Medicaid program’s 
prescription drug expenditures.  Taken together, these two laws provide a statutory 
mandate for the dispensing of generic equivalents, and authorization for limited mail 
ordering and additional prior authorization as measures to control costs.  It is worth 
noting that the dispensing of generic equivalents is an approach the Department has long 
practiced and is among the best practices identified by the Centers for Medicare and 
Medicaid Services in their September 9, 2004 paper, “Safe and Effective Approaches to 
Lowering State Prescription Drug Costs.” 
 
In recent years, the Department has engaged in a phased approach to implementing prior 
authorization measures to control costs.  For implementation of S.B. 03-294, the 
                                                           
4 JBC Hearing Response # 20, Department of Health Care Policy and Financing.  December 16, 2003. 
5 House Bills 01-1108, 02-1314, 03-1154, 03-1162, 03-1264, and 04-1128.  Senate Bills 02-162, 03-140, 
04-92 and 04-184. 
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Department’s pharmacist reviewed other state Medicaid and private insurance programs 
to develop a Pharmacy Utilization Plan.  Certain drug classes were chosen based on 
manufacturer indications and Federal Drug Administration approval.  They include drug 
classes with tendencies for over utilization and utilization patterns contrary to Federal 
Drug Administration indicated use.  All proposed utilization control measures have been 
provided to the Colorado Medical Society, the Drug Utilization Review (DUR) 
committee and other interested parties for review and input.  A full listing of the 
Department’s phased approach to utilization control measures can be found in 
Attachment B. 
 
This phased approach incorporates many principles of a clinically based preferred drug 
list (PDL) but stops short of the comprehensive scope that is typical of PDLs.  This is an 
important point because the underpinnings of participation in a multi-state drug 
purchasing cooperative is having a PDL.  While there are the potential benefits of cost 
containment to be derived from PDLs, there are also risks to be considered and weighed.  
Primarily PDLs presume a certain homogeneity across the clients whose prescription 
drug use is affected.  It bears repeating that many Medicaid clients have complex medical 
care needs and correspondingly complex prescription drug regimens.  A phased approach 
allows a state to target specific high-cost drugs subject to an unacceptable degree of 
inappropriate use to minimize risk.   
 
As stated in the summary, supplemental rebates pose some complex questions for 
Colorado due to the provisions of the Taxpayers’ Bill of Rights Amendment, Article X, 
Section 20 of the Colorado Constitution (TABOR).  If the “negotiated lower pricing” 
achieved through a multi-state drug-purchasing cooperative were in fact discounted 
prices, there would be no issue of a TABOR question.  However, discounted prices 
would raise other implementation considerations for assuring that the dispensing 
pharmacies have access to the discounted prices. 
 
It is beyond the scope of this report to appropriately address whether supplemental 
rebates rise to the standard of TABOR prohibitions concerning the imposition of a “new 
tax” or “tax policy change.”  However, these issues would need to be considered in 
making any decision to pursue participation in a multi-state drug-purchasing cooperative. 
 
Conclusion 
 
In conclusion, participation in a multi-state drug-purchasing cooperative for any state 
Medicaid program carries with it both potential benefits and risks.  The potential benefits 
of this cost-containment approach should first be balanced against considerations of 
client need and health.  The federal CMS approval guidance for state participation 
stresses the importance of assuring client access to needed medications.  Secondly, it 
needs to be acknowledged that the implementation of the Medicare prescription drug 
benefit will have significant impact on any state Medicaid prescription drug program but 
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that states are still trying to appropriately define that impact.  Finally, Colorado has its 
own set of considerations such as legislative history and TABOR to take into account. 
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Resources 
 

1. Centers of Medicare and Medicaid Services website.  www.hhs.gov. 
 

2. Colorado Department of Health Care Policy and Financing.  Joint Budget 
Committee Hearing Responses, December 2003.  www.chcpf.state.co.us. 

 
3. First Health Services Corporation website.  www.fhsc.com 

 
4. National Governor’s Association Center for Best Practices Issue Brief.  “State 

Purchasing Pools for Prescription Drugs:  What’s Happing and How Do They 
Work?”  August 2004. 

 
5. Colorado General Assembly website.  Prior Session Information.  

www.leg.state.co.us. 
 

6. Soumerai, S.B. “Benefits and Risks of Increasing Restrictions on Access to Costly 
Drugs in Medicaid.”  AARP Public Policy Institute #2004-04 (March 2004) 
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Attachment A 
 

State Medicaid Director’s Letter 
SMDL #04-006 

September 9, 2004 
 

www.cms.hhs.gov/states/letters/smd090904.pdf  
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Attachment B 
 
 
The Department of Health Care Policy and Financing has chosen a phased approach to 
implementing utilization control measures in an effort to minimize disruption to existing 
clients and their prescription drug regimen.  For clients taking multiple prescription 
drugs, it is generally considered safer and wiser to avoid changing too many drugs in the 
regimen at the same time. 
 
PHASE I:  Implemented December 15, 2003 
 
Sleeping Agents:  Ambien 5mg and 10mg, Sonata 5mg and 10mg 
 
Because of the risk associated with prolonged therapy, these sleeping agents are to be 
used for short-term use only.  Historically, the Department had no restrictions on these 
drugs, and they were being over utilized by not following the Federal Drug 
Administration-approved dosing guideline.  Limits are:   
 
Ambien 5mg and 10mg 14 tablets / 30 days 
Sonata 5mg and 10mg 14 tablets / 30 days 

 
Toradol (Ketorolac) Tablets 
 
Ketorolac is indicated for short-term (up to 5 days) management of moderately severe 
acute pain only.  Increasing the dose beyond the label recommendations will not provide 
better efficacy but will result in increasing the risk of developing serious side effects, and 
possible hospitalization.  Ketorolac is not covered for maintenance usage.  Limits are: 
 

Toradol (ketorolac) Tablets Limit to 5 days of therapy every 30 days = 
20 tablets per 30 days. 

 
Anti-Migraine:  Amerge, Axert, Frova, Imitrex, Maxalt, Relpax, Zomig 
 
These agents are used for the management of acute migraine pain and associated 
symptoms.  Only the agents mentioned will have limits.  Historically, some clients were 
using these agents for prophylactic use rather than for treatment of migraines only.  
Limits are: 
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Amerge 1mg and 2.5mg 9 tablets / 30 days 
Axert 6.25mg and 12.5mg 6 tablets / 30 days 
Frova 2.5mg 9 tablets / 30 days 
Imitrex 25mg, 50mg and 100mg 
Imitrex Nasal spray 
Imitrex Injection 

9 tablets / 30 days 
6 inhalers / 30 days 
4 injections / 30 days 

Maxalt 5mg and 10mg 
MLT 5mg and 10mg 

9 tablets / 30 days 
9 tablets / 30 days 

Relpax 20mg and 40mg 6 tablets / 30 days 
Zomig 2.5mg and 5mg 
ZMT 2.5mg and ZMT 5mg 
Zomig 5mg Nasal Inhaler 

9 tablets / 30 days 
9 tablets / 30 days 
6 inhalers / 30 days 

 

Anti-emetics:  Anzemet, Emend, Kytril, Zofran 
 
Anti-emetics are becoming increasingly expensive; the newest agent Emend is $110 per 
tablet.  While the use of these drugs is common for chemotherapy patients, a limit allows 
a chemotherapy patient to get the drugs during the time of chemotherapy use and step 
down to a less expensive drug during non-chemotherapy times.  Limits are: 
 

Anzemet 50mg tablet 
100mg tablet 

10 tablets / 30 day 
5 tablets / 30 days 

Emend 125mg 
80mg tablet 
Tripak 

5 tablets / 30 days 
10 tablets / 30 days 
5 paks / 30 days 

Kytril 1mg 
Oral suspension 2mg/10ml 

8 tablets / 30 days 
40ml / 30 days 

Zofran 4mg 
8mg tablet  
24mg tablet 
Oral solution 4mg/5ml 

48 tablets / 30 days 
28 tablets / 30 days 
8 tablets / 30 days 
240ml / 30 days 

 
PHASE II: Implemented March 4, 2004 
 
The following products are prior authorized for clients having medical necessity for more 
than once daily dosing but only where the more frequent dosing meets Federal Drug 
Administration indications. 
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Atypical Antipsychotics:  Zyprexa, Risperdal and Abilify6 
 
These agents are Federal Drug Administration (FDA) approved for once daily dosing.  
The half-life ranges from 20-70 hours with a mean of 30 hours.  Once daily dosing has 
been shown to be safe and effective when compared to multiple-daily dosing.  Also, once 
daily dosing significantly reduces cost by using the highest tablet strength rather than 
multiple low-dose tablets.  Before the implementation of Phase II, these atypical 
antipsychotics were dosed at more than once a day.  Limits are: 
 
Zyprexa Limit to once daily dosing for all strengths of Zyprexa, except for 

the 20 mg tablet. 
Risperdal Limit to once-daily dosing for all strengths of Risperdal except for 

the 3 mg and 4 mg dosages.  The 3 mg dose will be limited to 2 
tablets per day, and the 4 mg dose will be exempt from limitation. 

Abilify Limit to once daily dosing for all strengths of Abilify, except 30mg 
 
Fentanyl:  Actiq and Duragesic Fentanyl Patches 
 
Actiq is indicated only for the management of breakthrough cancer pain in patients with 
malignancies who are already receiving and who are tolerant to opioid therapy for their 
underlying persistent cancer pain.  The drug is contraindicated in the management of 
acute or postoperative pain.  It is also contraindicated in use in opioid non-tolerant 
patients.  The maximum dose is 4 units per day. 
 
Duragesic Fentanyl Patches are strong analgesic narcotics used preoperatively and 
postoperatively.  Most patients are maintained adequately with the patch when it is 
applied at 72-hour intervals, however, some patients may require application of the patch 
at 48-hour intervals to maintain adequate analgesia.  Limits are: 
 

Fentanyl:  
Actiq 4 units per day and for use in cancer clients only. 
Duragesic patches Every 48 hour intervals (or every 2 days) for one fentanyl 

patch use 
 
Cox-2 Inhibitors:  Celebrex, Vioxx and Bextra 
 
Cox-2 Inhibitor Non-Steroidal Anti-inflammatory Drugs (NSAIDS) came out in 1999 
consisting of Celebrex and Vioxx with efficacy similar to the conventional NSAIDS.  
Studies report a lower incidence of bleeding; however, the clinical significance of this 
difference in patients without a coexisting risk factor for gastrointestinal bleed is 
questionable.  The daily cost of Cox-2 inhibitors is 5-10 times the cost of the older 
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NSAIDS.  These agents have been growing in expenditures since introduced to the 
market.  This class of drugs requires a prior authorization for clients under the age of 65.  
Use of the Cox-2 inhibitors are limited to Federal Drug Administration approved 
indications and dosing guidelines. 
 

Drug Approved Indications Dose 
 
Vioxx7 

Osteoarthritis  
Rheumatoid Arthritis 
Acute pain and Dysmenorrhea 

12.5-25 mg daily 
25mg daily 
50mg daily for 5 days 

 
Celebrex 

Osteoarthritis 
Rheumatoid Arthritis 
Familial Adenamatous Polyposis 
Acute pain and Dysmenorrhea 

200mg daily; 100mg twice a 
day 
100mg – 200mg twice a day 
400mg twice a day for 6 
months 
400mg day 1; 200mg twice a 
day 

 
Bextra 

Osteoarthritis 
Rheumatoid Arthritis 
Primary dysmenorrhea 

10mg daily 
20mg daily 
20mg twice a day as needed 

 
Cox-2 Inhibitors prior authorization is required for clients under 65 years of age and will 
be approved for the above diagnoses and for cases that meet the following criteria: 
 
�� FDA approved indication; 
�� Age 18 years or older; 
�� Concurrent oral anticoagulant use; 
�� Concurrent use of corticosteroids; 
�� History of platelet dysfunction or coagulopathy; 
�� Prior history (within 5 years) of and/or current gastrointestinal bleed/ulcers; and 
�� History of gastric or duodenal ulcer while on conventional NSAIDS therapy with 

documentation. 
 
The Department has implemented several other controls in the effort to manage over 
utilization and reduce pharmaceutical expenditures.  Oxycontin was placed on a prior 
authorization due to abuse and over utilization contrary to Federal Drug Administration 
indicated use on January 3, 2003.   
 
Proton Pump Inhibitors were also placed on prior authorization due to non-compliance 
with manufacturer usage guidelines.  These guidelines indicate that these products should 
only be used for 60 days and then discontinued with the patient stepping down to a less 
severe class of drugs, such as H2 blockers.  Only clients with the exception of a more 
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complicated diagnosis may stay on Proton Pump Inhibitors beyond the manufacture 
recommended length of 60 days.  The Department requires a prior authorization for 
patients with this diagnosis. 
 
A frequently used proton pump inhibitor, Prilosec, is now offered over-the-counter as of 
September 2003.  Before it went over-the-counter, the average wholesale price was $4.61 
per capsule.  The over-the-counter cost for Prilosec is $0.77 per tablet.  The Department 
has initiated a prior authorization for the over-the-counter product that will encourage its 
use rather than the more expensive prescription product.  However, the Department 
continues to pay for prescription Prilosec in capsules, as certain patients need this product 
to accommodate tube feeding, compounding or allergies to the filler in the over-the-
counter tablet.  
 
PHASE III: Scheduled for Implementation early 2005 
 
Phase III will continue the approach of restricting the use of certain identified 
prescription drugs to FDA approved indications.   
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