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Executive Summary 
 
Based on a request from the Government of the Northwest Territories (GNWT), Alberta Blue 
Cross is pleased to provide the following information and analysis to support the Department of 
Health and Social Services in their efforts to develop pharmaceutical strategy policy options.   
 
The Department of Health and Social Services identified the following objectives for this project:  

1. Identify drug benefit management opportunities for cost savings within the current GNWT 
supplementary health programs, including the Métis Health Benefit Program, the Extended 
Health Benefits (EHB) Seniors program, and the Specified Medical Conditions program; 
 

2. Consider options in terms of formulary management, including moving away from the 
current Non-Insured Health Benefits (NIHB) formulary to achieve a closer level of parity with 
other jurisdictions in Canada, and in particular Alberta, and; 
 

3. Preserve current supplementary health programs and cost-sharing arrangements. 

A three step approach was utilized for this project.  The first consisted of an information 
gathering phase which reviewed the pharmaceutical environment in Canada and the 
supplementary drug coverage, formulary, and current plan features for the Government of 
Northwest Territories plans.  This was followed by an evaluation of best practices from the 
insurance industry and government programs in other jurisdictions.  Then, anchored by the 
objectives identified by the Department of Health and Social Services, a number of potential 
pharmaceutical policy options were provided for consideration.  
 
Concerns regarding drug program sustainability and plan design occur across Canada.  Over 
the past several years, governments have been reviewing policy, introducing legislation and 
seeking ways to maintain access to necessary drug products while also attempting to balance 
cost concerns.  For example, in 2008, Alberta introduced an Alberta Pharmaceutical Strategy, 
with specific initiatives aimed to address the sustainability of drug coverage in Alberta. 
 
Key decisions or policy levers involved in creating and developing any publicly-funded 
supplementary health program include determining who is covered (program decisions), what is 
covered (formulary decisions), pricing of drug materials and dispensing fee arrangements 
(pricing decisions), premiums, co-payments and utilization management (plan design 
decisions).  With these factors in mind, we have reviewed the current supplementary health 
programs covered by the Government of the Northwest Territories to assess the opportunities 
and challenges. 
 
The Government of the Northwest Territories covers four (4) supplementary health programs: 
Extended Health Benefits for Seniors, Specified Medical Conditions, Métis Health Benefits 
Program, and the Indigent Health Program.  Our analysis of the current programs identified the 
following: 
 
• In terms of program decisions related to populations covered, the GNWT has recently 

reviewed the potential for restructuring the existing programs and determined as a 
government that no changes are required at this time.  
 



Pharmaceutical Strategy Policy Options for the Government of Northwest Territories  
Executive Summary    March 2012 

 3 

 

• In terms of formulary decisions, the GNWT currently follows the Non-Insured Health Benefits 
(NIHB) formulary.  The NIHB formulary provides broad prescription drug coverage and also 
provides the GNWT with a level of consistency in terms of what is covered for most 
aboriginals in the North.  However, the formulary does not align with coverage in many 
provincial jurisdictions, including Alberta, and it limits the opportunity for the GNWT to 
implement several plan management features that could promote cost savings.  
 

• In terms of drug pricing decisions, the GNWT program utilizes a wholesaler list price as the 
basis for determining allowable drug costs.  Again, this has been a convenient tool for 
establishing maximum pricing; however, it may not provide sufficient incentive for 
pharmacies to utilize lower cost generic drug products. 
  

• The current dispensing fees structure was established through a 1993 agreement with the 
NWT pharmacy association. This dispensing fee structure includes a substantial percentage 
mark-up component that has resulted in very high compensation to pharmacies in 
comparison with provincial jurisdictions.  Close to 50% of all dollars spent on the GNWT 
drug plan budget is for pharmacy compensation versus the actual cost of the drug products.  
 

• In terms of premiums and co-payments, there is currently 100% coverage under the 
programs with no premiums.  The GNWT has indicated that this area should be preserved at 
this time.  

 
Based on our review, we have identified the following policy options for consideration: 
 
• Consider introducing a new dispensing fee structure 
• Consider adopting a new formulary based on the Alberta Health and Wellness Drug Benefit 

List 
• Consider introducing a new system edit to promote less frequent dispensing of long term 

medications 
 
Consider introducing a new dispensing fee structure 
 
As previously indicated, the current dispensing fees structure was established through a 1993 
agreement with the NWT pharmacy association. This dispensing fee structure includes a 
substantial percentage mark-up component that has resulted in very high compensation to 
pharmacies in comparison with other provincial jurisdictions.  Close to 50% of all dollars spent 
on the GNWT drug plan budget is for pharmacy compensation. 
 
The current dispensing fee structure includes two components: a dispensing fee component and 
a percentage upcharge on the drug cost.  In addition to charging the basic dispensing fee, the 
percentage upcharge allows the pharmacy to charge an additional 30-45% of the drug cost for 
most drug products.  As an example, if the drug cost is $100, then the pharmacy will be 
reimbursed a total of $139.33. The breakdown is $100 for the actual drug cost, $9.33 for the 
basic dispensing fee (which is in line with most provincial programs) plus an additional $30.00 
upcharge (which is significantly higher than most provincial programs). A review of the current 
dispensing fee structure should aim to balance the need to fairly compensate pharmacies with 
the need to ensure that government programs remain sustainable.  
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Adopt a new formulary based on the Alberta Health and Wellness Drug Benefit List 
 

As indicated, the GNWT currently follows the NIHB formulary.  It has been convenient to follow 
this formulary as it does provide a level of consistency with what is covered for aboriginals in the 
North.  However, the formulary does not align with coverage in many provincial jurisdictions, 
including Alberta, and it limits the opportunity for the GNWT to implement several plan 
management features that could promote cost savings.  
 
The GNWT may wish to consider adopting a new formulary based on the Alberta Health and 
Wellness Drug Benefit List.  The Alberta Health and Wellness Drug Benefit List defines the 
drugs and drug products that are covered under Alberta government-sponsored programs 
including seniors and income support recipients.  Adopting a new formulary based on the 
Alberta Health and Wellness Drug Benefit List provides the GNWT with a number of 
advantages: 
 
• Leverages well-established infrastructure and processes for effective drug plan 

management 
• Achieves closer alignment with coverage in provincial jurisdictions, and in particular, Alberta 
• Accesses a drug review process that is more timely and more transparent than the NIHB 

drug review process 
• Provides an opportunity to introduce new plan management features that would facilitate 

greater cost management, including Least Cost Alternative (LCA) drug pricing, step therapy 
and an enhanced exception approval process. 

 
With this option, the GNWT can customize the formulary to ensure it meets the needs of the 
Northwest Territories. Discussions with Alberta Health and Wellness would likely need to occur 
to ensure full support for this option. 
 
Introduce a new system edit to promote less frequent dispensing of long term 
medications 
 
Many of the most common medications are used regularly for long term medical conditions such 
as high blood pressure, high cholesterol or gastrointestinal disorders.  In these cases, 
medications can be dispensed in quantities that will last for three (3) months or ninety to a 
hundred (90-100) days at a time.  This provides the client with the convenience of not having to 
return to the pharmacy every month to reorder their medication.  This also provides plan 
sponsors with potential cost savings, as the pharmacy may only charge one dispensing fee 
every three (3) months rather than one dispensing fee every month.  
 
Our reporting shows that long term “maintenance” medications are currently being dispensed an 
average of every 33 days.  Based on this, there is an opportunity for the GNWT to introduce a 
claims system edit to require that pharmacies dispense long term medications in quantities that 
will last for three (3) months unless special circumstance warrant an exception. 
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Conclusion 
 
Concerns regarding drug program sustainability and plan design occur across Canada.  Over 
the past several years, governments have been reviewing policy, introducing legislation and 
seeking ways to maintain access to necessary drug products while also attempting to balance 
cost concerns.  
Pharmaceutical policy needs to address a wide range of issues given the many stakeholders 
and the highly complex pharmaceutical environment in Canada.  While this report is by no 
means exhaustive, it provides the GNWT with a starting point for discussing future options for a 
NWT pharmaceutical strategy.  
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Appendix 1 
Pharmacy Expenditures for GNWT programs 
 
Pharmacy Expenditures for the GNWT programs for the last five (5) years are noted in the table 
below:  
 

 
 
 
  

2006/07 2007/08 2008/09 2009/10 2010/11 

Total $4,657,100.82 $5,320,269.52 $5,470,701.68 $5,800,802.76 $5,880,872.73 

Seniors $2,030,652.18 $2,265,528.57 $2,432,311.39 $2,607,538.43 $2,678,653.09 

SMC $2,180,493.19 $2,506,038.88 $2,494,579.31 $2,588,389.81 $2,545,726.86 

Métis $445,955.45  $548,702.07  $543,810.98  $604,874.52  $656,492.78  

+14.2%  +2.8% 
 +6.0%  +1.4% 

 $-    

 $1,000,000.00  

 $2,000,000.00  

 $3,000,000.00  

 $4,000,000.00  

 $5,000,000.00  

 $6,000,000.00  

 $7,000,000.00  GNWT Fiscal Year Net Payment Trend: Drug Utilization 
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Appendix 2 
Government of the Northwest Territories Pricing Structure and Guidelines 
 
The following pricing structure applies to the Métis Health Benefits, EHB Seniors, and Specified 
Medical Conditions programs: 

Drugs/Items Drug Cost Cost Upcharge Professional Fee 

Prescription Drugs Base price + 12% 30% $9.33 

OTC Drugs Base price + 12% 30% $9.33 

Injectables Base price + 12% 30% $9.33 

Injectables Insulin 

PTC 682008 
Base price + 12% 66% of Drug cost N/A 

Diabetic Supplies Base price + 10% or 
AAC 66% of Drug cost N/A 

Blood Testing Supplies Base price + 10% or 
AAC 66% of Drug cost N/A 

Urine Testing Supplies Base price + 10% or 
AAC 66% of Drug cost N/A 

Oral Contraceptives 
PTC=681200 Base price + 15% 66% of Drug cost N/A 

Extemporaneous Mixtures 
(DIN=00999999) 

AAC 30% 

$9.33 + $0.99 for 
each additional 
minute of 
preparation over 10 
minutes 

Medical 
Supplies/Equipment AAC + 10% None None 

 
Pricing Guidelines for Inuvik Pharmacies 

Drugs/Items Drug Cost Cost Upcharge Professional Fee 

Prescription Drugs Base price + 12% 43% $10.26 

OTC Drugs Base price + 12% 43% $10.26 

Injectables Base price + 12% 43% $10.26 

Injectables Insulin 

PTC 682008 
Base price + 12% 82.6% of Drug 

cost N/A 

Diabetic Supplies Base price + 10% or 
AAC 

82.6% of Drug 
cost N/A 



Pharmaceutical Strategy Policy Options for the Government of Northwest Territories  
Executive Summary    March 2012 

 8 

 

Blood Testing Supplies Base price + 10% or 
AAC 

82.6% of Drug 
cost N/A 

Urine Testing Supplies Base price + 10% or 
AAC 

82.6% of Drug 
cost N/A 

Oral Contraceptives 
PTC=681200 Base price + 15% 82.6% of Drug 

cost N/A 

Extemporaneous Mixtures 
(DIN=00999999) 

AAC 43% 

$10.26 + $0.90 for 
each additional 
minute of 
preparation over 10 
minutes 

Medical 
Supplies/Equipment AAC + 10% 10% of Cost None 

 

Term Definition 

Base Price: The most recent McKesson price 

AAC (Actual Acquisition Cost): The cost the pharmacy initially paid for the drug/supply 
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APPENDIX 3 
Provincial fees and markup comparison 
 
 Dispensing Fees Markups Pharmacy Services Fees 
Alberta 
 

 

 

 
 
* Transitional Allowance applied 
where applicable. The 
Transitional Allowance reduced 
from $3 to $2 on April 1, 2011 
and will continue being reduced 
by $1 at the beginning of April in 
the following year until eliminated 
completely on April 1, 2013 
Last Verified: June 15, 2011 

• 7.5% wholesaler markup, 
included in the formulary price 
where applicable. 

• Applied to single source brand 
products with a distribution of 
wholesaler only. 

• Any generic in an 
interchangeable grouping is 
exempt. 

Last Verified: June 10, 2011 

• Administration of a Drug by Injection 
(Fee: $10.93) 

Last Verified: June 30, 2011 

Saskatchewan 
 

 

• The maximum dispensing fee 
increased from $9.43 to $9.85 
on May 1, 2011 and will be 
further increased to $10.25 on 
April 1, 2012 

Last Verified: June 15, 2011 

• The pharmacy markup, not 
included in the formulary price, 
is tiered as follows: 
▫ 30% for a drug cost up to 

$6.30 
▫ 15% for a drug cost between 

$6.31 and $15.80 
▫ 10% for a drug cost of $15.81 

to $200.00. (There is a 
maximum pharmacy mark-up 
of $20.00 for drug cost over 
$200.00.)  

• Effective April 1, 2011, unit 
prices no longer include 
wholesaler mark-up.  

• Effective June 1, 2011, there is 
a 6% wholesaler mark-up, 
included in the formulary price, 
added to generic drugs and the 
wholesale cap increased to 
$50.00 based on package size. 

Last Verified: June 10, 2011 

• Prescription Renewal (Fee: $6.00) 
• Adapting a Prescription (Fee: $6.00) 
• Emergency Prescription Refills (Fee: 

$10.00)  
• Initiating a Prescription (Fee: $25.00) 
• Trial Prescriptions: Usual & 

Customary fee (maximum $9.15) for 
the trial quantity and $7.50 Alternative 
Reimbursement for the balance 

• Refusal to Fill/Dispense: 1.5 times the 
Usual & Customary fee (maximum 
$13.73)  

• Medication Reconciliation: 1.5 times 
the Usual & Customary fee (maximum 
$13.73)  

• Medication 
Assessment/Review/Management: 
$60.00 maximum 

• Compliance Packaging: $6.25 for 7 
day supply, $25.00 for 28 day supply, 
and $31.25 for 35 day supply 

• Smoking Cessation Services: 
$2.00/minute up to $300.00 per 
patient per year 

Last Verified: June 30, 2011 
British Columbia 

 

• July 4, 2011 - $10.00 
• April 2, 2012 - $10.50 
Last Verified: June 15, 2011 

• Manufacturer’s accepted list 
price plus a maximum of 8% 
markup for drugs not subject to 
LCA program and Reference 
Drug Program 

• Starting April 1, 2011, 
PharmaCare will reimburse 
certain high-cost drugs eligible 
for PharmaCare coverage to a 
maximum price based on the 
manufacturer list price plus a 
5% percent markup (daily drug 
cost of >$40) 

Last Verified: June 10, 2011 

• Prescription Renewal (Fee: $10.00) 
• Adapting/Changing a Prescription 

(Fee: $10.00) 
• Administration of a Drug by Injection 

(Fee: $10.00) 
• Making a Therapeutic Substitution 

(Fee: $17.20) 
• Trial Prescriptions: Actual Acquisition 

Cost (AAC) of the quantity dispensed 
and Usual and Customary fee 
(maximum $9.60) and another full 
Usual and Customary fee (maximum 
$9.60) when balance is given 

• Refusal to Fill/Dispense: 2 times the 
Usual & Customary Fee 

Last Verified: June 30, 2011 
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 Dispensing Fees Markups Pharmacy Services Fees 
Manitoba 
 

 

• There are no restrictions on 
dispensing fees. The average 
2008/09 dispensing fee was 
$12.91. Some pharmacists 
charge a flat fee of 10%. 

• There is a dispensing fee cap of 
$6.95 for the Employment and 
Income Assistance Health 
Services Program 

Last Verified: June 15, 2011 

• The pharmacy can bill their 
actual acquisition cost (AAC).  
The AAC is defined as the cost 
of the drug borne by the 
pharmacy; therefore, the AAC 
may include a wholesaler 
markup, if applicable (Budget 
Impact Assessment For the 
Manitoba Health – July 30, 
2003) 

Last Verified: June 10, 2011 

• No pharmacy services fees at this 
time 

Last Verified: June 30, 2011 

Ontario 
 

 

• Ontario pharmacies will see an 
increase in the dispensing fee 
paid for most ODB prescriptions 
on the following dates: 
▫ April 1, 2011: $8.20 
▫ April 1, 2012: $8.40 
▫ April 1, 2013: $8.62 
▫ April 1, 2014: $8.83 

• The transition fees will reduce 
as follows: 
▫ July 1, 2011: $0.65 per claim 
▫ April 1, 2012: $0.35 per claim 
▫ April 1, 2013: $0.00 per claim 

• Effective July 1, 2011, 
operators of a pharmacy that is 
a remote dispensing location 
will be eligible to receive the 
same dispensing fee as 
pharmacies under the ODB 
program regardless of the 
remote dispensing location 

Last Verified: June 15, 2011 

• 8% pharmacy markup, not 
included in the formulary price 

Last Verified: June 10, 2011 

• MedsCheck Program ($60.00 fee) 
• Pharmaceutical Opinion (Fee: $15.00 

per prescription and only available to 
ODB recipients) 

• Refusal to Fill/Dispense (Fee: $15.00) 
• Smoking Cessation Counselling (Fee: 

$40 Readiness Assessment, $15 
Primary Followup Session, $10 
Secondary Followup Session) 

• Medication 
Assessment/Review/Management 
(Fee Range: $25.00 - $150.00) 

Last Verified: September 6, 2011 

Quebec 
 

 

• $8.44 for pharmacies that 
submit less than 40,500 RAMQ 
claims annually 

• $7.89 for pharmacies that 
submit more than 40,500 
RAMQ claims  

Last Verified: June 15, 2011 

• Maximum wholesalers' markup: 
▫ From 6% to 6.25% as of April 

1, 2011 
▫ From 6.25% to 6.50% as of 

April 1, 2012 
• Maximum markup amount: 
▫ From $24 to $37.50 in April 

2011 
▫ From $37.50 to $39 in April 

2012 
Last Verified: June 10, 2011 

• Trial Prescriptions (Fee: $8.44)  
• Refusal to Fill/Dispense (Fee: 

$8.44)  
• Compliance Packaging (Fee: 

$16.56)  
• Emergency Prescription Refills (Fee: 

$16.99) 
• Pharmaceutical Opinion (Fee: $18.65) 
• Transmission of a Drug Profile (Fee: 

$8.44) 
• On call Service (Fee: $27.13) 
• Medication 

Assessment/Review/Management 
(Fee: $60.00 - suggested fee paid by 
patient) 

Last Verified: June 30, 2011 
Nova Scotia 
 

 

• The maximum dispensing fee is 
$7.15 from January 1, 2008 to 
March 31, 2011 

Last Verified: June 15, 2011 

• Inventory adjustment fee of 9%, 
included in the prices in the 
formulary 

• Pharmacy markup of 10% if the 
drug cost exceeds $30, not 
included in the prices in the 
formulary  

• 15% markup for wholesale 
products, not included in the 
prices in the formulary  

Last Verified: June 10, 2011 
 
 
 
 

• Refusal to Fill/Dispense (Fee: $7.15)  
Last Verified: June 30, 2011 
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 Dispensing Fees Markups Pharmacy Services Fees 
Newfoundland & 
Labrador 
 

 

• The maximum dispensing fee is 
$7.15 from January 1, 2008 to 
March 31, 2011 

Last Verified: June 15, 2011 

• Inventory adjustment fee of 9%, 
included in the prices in the 
formulary 

• Pharmacy markup of 10% if the 
drug cost exceeds $30, not 
included in the prices in the 
formulary  

• 15% markup for wholesale 
products, not included in the 
prices in the formulary  

Last Verified: June 10, 2011 

• Refusal to Fill/Dispense (Fee: $7.15)  
Last Verified: June 30, 2011 

New Brunswick 
 

 

 

 
 
• The dispensing physician will 

be reimbursed 80% of the 
applicable fee listed above. 

• The New Brunswick 
Pharmacists' Association want 
to expand pharmacists scope of 
practice and be paid 
accordingly, and have called for 
an increase in the $9.40 
dispensing fee (claimed to be 
about $4 below cost), as well as 
investments in a 30-day trial 
prescription program for new 
medications and a therapeutic 
substitution program 

Last Verified: August 24, 2011 

• New Brunswick does not 
provide a markup 

Last Verified: June 10, 2011 

• No pharmacy services fees at this 
time 

Last Verified: June 30, 2011 

Prince Edward 
Island 
 

 

• Income Assistance Programs 
maximum dispensing fee is 
$7.96. 

• The basic dispensing fee for 
Children-In-Care, Financial 
Assistance, Diabetes Control 
and STD Programs is $8.20. 

• Pharmacies set the fee for 
services for Seniors, Family 
Health Benefit and MS 
Programs 

Last Verified: June 15, 2011 

• 13% wholesaler markup, 
included in the formulary price. 

• 9.5% to a maximum of $60.00 
pharmacy markup where the 
ingredient cost is greater than 
$45.00, not included in the 
formulary price 

• For designated high cost drugs, 
the pharmacy markup is 7.5% 
to a $150 maximum, not 
included in the formulary price. 

• The pharmacy markups are 
only paid on the Family Health 
Benefit, High Cost Drugs, 
Nursing Home and Seniors 
Programs.  No pharmacy 
markup is paid for other 
programs. 

Last Verified: June 10, 2011 

• No pharmacy services fees at this 
time 

Last Verified: June 30, 2011 

Northwest 
Territories 
 

 

• Maximum dispensing fee is 
$9.33 

Last Verified: June 15, 2011 

• 30% markup on top of the 
Actual Acquisition Cost (From 
Provincial Drug Benefit 
Program (Canadian 
Pharmacists Association, 
2010)) 

• Remote pharmacies can bill at 
a factor of 1.1 times the total 

Last Verified: June 10, 2011 
 
 
 

• No pharmacy services fees at this 
time 

Last Verified: June 30, 2011 
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 Dispensing Fees Markups Pharmacy Services Fees 
Yukon 

 

• Maximum professional fee for 
the Chronic Disease Program, 
the Pharmacare Program and 
the Children’s Drug & Optical 
Program is $8.75 

Last Verified: June 15, 2011 

• The wholesaler markup of 14% 
is included in the formulary 
price 

• The pharmacy markup of 30% 
is not included in the formulary 
price 

Last Verified: June 10, 2011 

• No pharmacy services fees at this 
time 

Last Verified: June 30, 2011 

Nunavut 
 

 
 

• Maximum dispensing fee is 
$11.75 

Last Verified: June 15, 2011 

• 30% markup on top of the 
Actual Acquisition Cost (From 
Provincial Drug Benefit 
Program (Canadian 
Pharmacists Association, 
2010)) 

• Remote pharmacies can bill at 
a factor of 1.1 times the total 

Last Verified: June 10, 2011 

• No pharmacy services fees at this 
time 

Last Verified: June 30, 2011 
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Appendix 4 
Alberta Blue Cross 
 
• Alberta Blue Cross is an independent, not-for-profit organization. The purpose and 

legislative mandate of Alberta Blue Cross is to provide superior supplementary health 
benefit programs to our plan sponsors. In 2010, we covered over 1.5 million plan 
participants and processed over 40 million claims with a value of $1.9 billion.  
 

• For more than 40 years, Alberta Blue Cross has played a major role in supporting 
governments in the development and implementation of health benefit programs. Today, 
Alberta Blue Cross is the administrator of major government programs in both Alberta and 
the Northwest Territories. As program administrator, we provide information and analysis to 
government clients in terms of developing options to manage their health benefit programs.  
 

• Alberta Blue Cross is a key player and has extensive experience and knowledge regarding 
insurance industry plans and health benefit plan management. Alberta Blue Cross 
administers over 5,000 employer-sponsored group plans that cover prescription drug, 
dental, optical and other essential health benefits for tens of thousands of members.  
 

• Alberta Blue Cross is a leader in Canada in the administration of health benefit programs. 
With a core competency in health benefits, Alberta Blue Cross constantly monitors the 
health care environment to identify trends and potential impacts for plan sponsors. We 
employ teams of clinical experts, including clinical pharmacists and other health 
professionals, to provide professional assessment and support. This professional expertise 
provides us with a thorough understanding of industry developments and best practices 
related to specific benefits, enabling us to provide recommendations and support to our plan 
sponsors. 
 

• Alberta Blue Cross works closely with the Government of the Northwest Territories to 
support the reliable and successful administration of your supplementary health benefit 
programs. Through discussions with the Department of Health and Social Services, we have 
developed a good understanding of the department’s objectives and the unique 
requirements of your programs.  
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