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Be it enacted by the Legislature of the State of Arizona:

Section 1. Title 20, Arizona Revised Statutes, is amended by adding
chapter 25, to read:

CHAPTER 25
PHARMACY BENEFITS
ARTICLE 1. AUDITING

20-3321. Definitions

IN THIS ARTICLE, UNLESS THE CONTEXT OTHERWISE REQUIRES:

1. "AUDITING ENTITY"™ MEANS ANY PERSON, COMPANY, GROUP OR PLAN WORKING
ON BEHALF OF OR PURSUANT TO A CONTRACT WITH AN INSURER, PLAN SPONSOR OR
PHARMACY BENEFITS MANAGER FOR THE PURPOSES OF AUDITING PHARMACY DRUG CLAIMS
ADJUDICATED BY PHARMACIES OR PHARMACISTS.

2. "CLERICAL ERROR"™ MEANS A MINOR ERROR THAT MEETS ALL OF THE
FOLLOWING CRITERIA:

(a) OCCURS IN THE KEEPING, RECORDING OR TRANSCRIBING OF RECORDS OR
DOCUMENTS OR IN THE HANDLING OF ELECTRONIC OR HARD COPIES OF CORRESPONDENCE.

(b) DOES NOT RESULT IN FINANCIAL HARM TO AN ENTITY.

(c) DOES NOT INVOLVE DISPENSING AN INCORRECT DOSE, AMOUNT OR TYPE OF
MEDICATION OR DISPENSING A PRESCRIPTION DRUG TO THE WRONG PERSON.

3. "CONCURRENT DAILY REVIEW AUDIT™ MEANS AN AUDIT THAT IS CONDUCTED BY
AN AUDITING ENTITY, THAT IS IN DIRECT RESPONSE TO THE ADJUDICATION OF A
PRESCRIPTION ORDER FOR THE EXPRESS PURPOSE OF THERAPEUTIC APPROPRIATENESS AND
THAT MAY OCCUR AND IS RESOLVED ONLY AT THE TIME THE PRESCRIPTION ORDER IS
ADJUDICATED.

4. "DESKTOP AUDIT"™ MEANS AN AUDIT THAT IS CONDUCTED BY AN AUDITING
ENTITY AT A LOCATION OTHER THAN THE LOCATION OF THE PHARMACIST OR PHARMACY.
DESKTOP AUDIT INCLUDES AN AUDIT THAT IS PERFORMED AT THE OFFICES OF THE
AUDITING ENTITY DURING WHICH THE PHARMACIST OR PHARMACY PROVIDES REQUESTED
DOCUMENTS FOR REVIEW BY HARD COPY OR BY MICROFICHE, DISK OR OTHER ELECTRONIC
MEDIA.

5. "FRAUD"™ MEANS KNOWINGLY OR WILFULLY EXECUTING OR ATTEMPTING TO
EXECUTE A SCHEME IN CONNECTION WITH THE DELIVERY OR PAYMENT FOR HEALTH CARE
BENEFITS, ITEMS OR SERVICES THAT USES FALSE OR MISLEADING PRETENSES,
REPRESENTATIONS OR PROMISES TO OBTAIN ANY MONEY OR PROPERTY OWNED BY OR UNDER
THE CUSTODY OR CONTROL OF ANY PERSON.

6. "IN-PHARMACY AUDIT™ MEANS AN AUDIT THAT IS CONDUCTED BY AN AUDITING
ENTITY AT THE PHYSICAL BUSINESS ADDRESS OF THE PHARMACY WHERE THE CLAIM WAS
ADJUDICATED.

7. "INSURER"™ MEANS A DISABILITY INSURER, GROUP DISABILITY INSURER,
BLANKET DISABILITY INSURER, HEALTH CARE SERVICES ORGANIZATION, HOSPITAL
SERVICE CORPORATION, MEDICAL SERVICE CORPORATION OR HOSPITAL AND MEDICAL
SERVICE CORPORATION.

8. "MULTISOURCE GENERIC DRUG"™ MEANS A COVERED OUTPATIENT PRESCRIPTION
DRUG FOR WHICH THERE IS AT LEAST ONE OTHER DRUG PRODUCT THAT IS RATED AS
THERAPEUTICALLY EQUIVALENT UNDER THE UNITED STATES FOOD AND DRUG
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ADMINISTRATION'S MOST RECENT PUBLICATION OF APPROVED DRUG PRODUCTS WITH
THERAPEUTIC EQUIVALENCE EVALUATIONS, THAT IS DETERMINED BY THE UNITED STATES
FOOD AND DRUG ADMINISTRATION TO BE PHARMACEUTICALLY EQUIVALENT AND
BIOEQUIVALENT AND THAT IS SOLD OR MARKETED IN THIS STATE.

9. "PHARMACIST"™ HAS THE SAME MEANING PRESCRIBED IN SECTION 32-1901.

10. "PHARMACISTS SERVICES"™ MEANS PRODUCTS, GOODS OR SERVICES PROVIDED
AS A PART OF THE PRACTICE OF PHARMACY TO INDIVIDUALS WHO RESIDE OR WHO ARE
EMPLOYED IN THIS STATE.

11. "PHARMACY" HAS THE SAME MEANING PRESCRIBED IN SECTION 32-1901.

12. "PHARMACY BENEFITS MANAGEMENT™ MEANS ANY PLAN OR PROGRAM THAT PAYS
FOR, REIMBURSES, COVERS THE COST OF OR OTHERWISE PROVIDES FOR PHARMACISTS
SERVICES TO INDIVIDUALS WHO RESIDE OR WHO ARE EMPLOYED IN THIS STATE.

13. "PHARMACY BENEFITS MANAGER" MEANS AN ENTITY THAT PERFORMS PHARMACY
BENEFITS MANAGEMENT. PHARMACY BENEFITS MANAGER INCLUDES BOTH OF THE
FOLLOWING:

(a) A PERSON OR ENTITY ACTING FOR A PHARMACY BENEFITS MANAGER IN A
CONTRACTUAL OR EMPLOYMENT RELATIONSHIP IN THE PERFORMANCE OF PHARMACY
BENEFITS MANAGEMENT FOR A COVERED ENTITY.

(b) MAIL SERVICE PHARMACY.

14. "PLAN SPONSOR"™ MEANS THE EMPLOYER, INSURANCE COMPANY, UNION AND
HEALTH MAINTENANCE ORGANIZATION OR ANY OTHER ENTITY RESPONSIBLE FOR
ESTABLISHING, MAINTAINING OR ADMINISTERING A HEALTH BENEFIT PLAN ON BEHALF OF
COVERED INDIVIDUALS.

20-3322. Audit procedures

A. THE FOLLOWING PROCEDURES APPLY TO AN AUDIT CONDUCTED BY AN AUDITING
ENTITY:

1. WHEN CONDUCTING AN IN-PHARMACY OR DESKTOP AUDIT, EXCEPT IN CASES OF
AN AUDIT OF PHARMACY RECORDS WHEN FRAUD OR OTHER INTENTIONAL AND WILFUL
MISREPRESENTATION IS EVIDENCED BY PHYSICAL REVIEW, REVIEW OF CLAIMS DATA OR
STATEMENTS OR OTHER INVESTIGATIVE METHODS, AN AUDITING ENTITY SHALL:

(a) GIVE A PHARMACY AT LEAST FOURTEEN DAYS' WRITTEN NOTICE VIA UNITED
STATES POSTAL SERVICE, CONTRACTED MAIL SERVICES OR E-MAIL BEFORE CONDUCTING
AN IN-PHARMACY AUDIT AND AT LEAST SEVEN DAYS' WRITTEN NOTICE VIA UNITED
STATES POSTAL SERVICE, CONTRACTED MAIL SERVICES OR E-MAIL BEFORE CONDUCTING A
DESKTOP AUDIT.

(b) NOT CONDUCT AN AUDIT DURING THE FIRST FIVE DAYS OF THE MONTH
UNLESS THE PHARMACY OTHERWISE CONSENTS.

(c) PROVIDE THE PHARMACY A LIST OF ITEMS TO BE AUDITED THAT PROVIDES
FOR IDENTIFICATION OF PRESCRIPTION NUMBER OR NUMBERS OR DATE RANGE THAT THE
AUDITING ENTITY IS SEEKING TO AUDIT.

(d) LIMIT THE AUDIT TO CLAIMS THAT MAY NOT EXCEED TWO YEARS FROM THE
EARLIER OF THE DATE THAT THE CLAIM WAS SUBMITTED TO OR THE DATE THAT THE
CLAIM WAS ADJUDICATED BY THE PHARMACY BENEFITS MANAGER.

2. AN IN-PHARMACY AUDIT, DESKTOP AUDIT OR CONCURRENT DAILY REVIEW
AUDIT THAT INVOLVES CLINICAL OR PROFESSIONAL JUDGMENT SHALL BE CONDUCTED BY




O NOYOT B~ WN

HB 2692

OR IN CONSULTATION WITH A PHARMACIST LICENSED IN THE STATE OF THE AUDIT OR BY
THE ARIZONA STATE BOARD OF PHARMACY.

3. THE PHARMACY MAY USE THE RECORDS OF A HOSPITAL, PHYSICIAN OR OTHER
AUTHORIZED PRACTITIONER TO VALIDATE THE PHARMACY RECORDS. THE VALIDATED
RECORDS MAY BE OBTAINED VIA ELECTRONIC METHODS, FAX, PHONE OR WRITTEN
PRESCRIPTION ORDERS AND DO NOT HAVE TO BE THE ORIGINAL HARD COPY PRESCRIPTION
ORDER.

4. ANY PRESCRIPTION THAT COMPLIES WITH ARIZONA STATE BOARD OF PHARMACY
REQUIREMENTS MAY BE USED TO VALIDATE CLAIMS IN CONNECTION WITH PRESCRIPTIONS,
REFILLS OR CHANGES IN PRESCRIPTIONS.

5. EACH PHARMACY SHALL BE AUDITED UNDER THE SAME STANDARDS AND
PARAMETERS AS OTHER SIMILARLY SITUATED PHARMACIES IN THIS STATE.

B. WHEN CONDUCTING AN IN-PHARMACY AUDIT, DESKTOP AUDIT OR CONCURRENT
DAILY REVIEW AUDIT, AN AUDITING ENTITY SHALL COMPLY WITH THE FOLLOWING
REQUIREMENTS:

1. THE AUDITING ENTITY SHALL BASE A FINDING OF OVERPAYMENT OR
UNDERPAYMENT ON THE ACTUAL OVERPAYMENT OR UNDERPAYMENT AND NOT ON A
PROJECTION BASED ON THE NUMBER OF PATIENTS SERVED WHO HAVE SIMILAR DIAGNOSES
OR ON THE NUMBER OF SIMILAR ORDERS OR REFILLS FOR SIMILAR DRUGS.

2. CALCULATIONS OF OVERPAYMENTS MAY NOT INCLUDE DISPENSING FEES.

3. INTEREST MAY NOT ACCRUE DURING THE AUDIT PERIOD.

4. TO THE EXTENT THAT AN AUDIT RESULTS IN THE IDENTIFICATION OF ANY
CLERICAL ERRORS IN A REQUIRED DOCUMENT OR RECORD, THE AUDITING ENTITY MAY NOT
RECOUP MONIES FROM THE PHARMACY.

20-3323. Audit reports

A. THE AUDITING ENTITY MUST DELIVER VIA UNITED STATES POSTAL SERVICE,
CONTRACTED MAIL SERVICES OR E-MAIL A PRELIMINARY AUDIT REPORT TO THE PHARMACY
WITHIN SIXTY DAYS AFTER THE CONCLUSION OF THE AUDIT.

B. A PHARMACY IS ALLOWED AT LEAST THIRTY DAYS AFTER RECEIPT OF THE
PRELIMINARY AUDIT TO PROVIDE DOCUMENTATION TO ADDRESS ANY DISCREPANCY FOUND
IN THE AUDIT.

C. EACH AUDITING ENTITY CONDUCTING AN AUDIT SHALL ESTABLISH AND MAKE
AVAILABLE TO NETWORK PHARMACIES A WRITTEN APPEALS PROCESS UNDER WHICH A
PHARMACY SHALL HAVE AT LEAST THIRTY DAYS FROM THE DELIVERY OF THE PRELIMINARY
AND FINAL AUDIT REPORT TO APPEAL AN UNFAVORABLE AUDIT REPORT TO THE AUDITING
ENTITY. IF, FOLLOWING THE APPEAL, THE AUDITING ENTITY FINDS THAT AN
UNFAVORABLE AUDIT REPORT OR ANY PORTION OF THE REPORT IS UNSUBSTANTIATED, THE
AUDITING ENTITY SHALL DISMISS THE AUDIT REPORT OR PORTION OF THE REPORT
WITHOUT THE NECESSITY OF ANY FURTHER PROCEEDINGS.

D. ALL CONTRACTS BETWEEN A PHARMACY BENEFITS MANAGER AND A NETWORK
PHARMACY OR A PHARMACY BENEFITS MANAGER AND A PHARMACY'S CONTRACTING
REPRESENTATIVE SHALL INCLUDE A PROCESS TO APPEAL, INVESTIGATE AND RESOLVE
DISPUTES REGARDING PRELIMINARY AND FINAL AUDIT FINDINGS. IF EITHER PARTY IS
NOT SATISFIED WITH THE APPEAL, THAT PARTY MAY SEEK MEDIATION OR ARBITRATION
THROUGH A NEUTRAL THIRD PARTY IN THE STATE IN WHICH THE PHARMACY IS LOCATED.
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E. THE AUDITING ENTITY MUST DELIVER VIA UNITED STATES POSTAL SERVICE,
CONTRACTED MAIL SERVICES OR E-MAIL A FINAL AUDIT REPORT TO THE PHARMACY
WITHIN NINETY DAYS AFTER RECEIPT OF THE PRELIMINARY AUDIT REPORT OR FINAL
APPEAL, WHICHEVER IS LATER, AND PROVIDE A COPY OF THE FINAL AUDIT REPORT,
INCLUDING THE DISCLOSURE OF ANY MONEY RECOUPED IN THE AUDIT, TO THE INSURER.

F. NO CHARGEBACKS, RECOUPMENT OR OTHER PENALTIES MAY BE ASSESSED UNTIL
THE APPEAL PROCESS HAS BEEN EXHAUSTED AND THE FINAL AUDIT REPORT HAS BEEN
ISSUED.

G. UNLESS SUPERSEDED BY STATE OR FEDERAL LAW, AUDIT INFORMATION MAY
NOT BE SHARED. AUDITORS MAY HAVE ACCESS ONLY TO PREVIOUS AUDIT REPORTS ON A
PARTICULAR PHARMACY CONDUCTED BY THAT SAME AUDITING ENTITY.

20-3324. Maximum allowable cost; updates; notice

A. MULTISOURCE GENERIC DRUG PRICING SHALL BE UPDATED EVERY SEVEN DAYS
AND REIMBURSEMENTS SHALL REFLECT PRICE CHANGES IN THE MARKETPLACE.

B. A PHARMACY BENEFITS MANAGER SHALL ESTABLISH A REASONABLE PROCESS
FOR THE NOTIFICATION OF DRUG PRICE UPDATES TO THE NETWORK PHARMACIES AND
SHALL DISCLOSE THE DRUG PRICE UPDATE IN ADVANCE OF USING THE UPDATED DRUG
PRICES FOR REIMBURSEMENT.

C. THE SITE OR DELIVERY METHOD TO CONVEY GENERIC PRICING MUST ENABLE
THE PHARMACIES TO CONNECT A CLAIM TO THE CORRECT DRUG PRICE AT THE
APPROPRIATE POINT IN TIME IN ORDER TO VALIDATE THE PRICE.

Sec. 2. Applicability

This act applies to contracts entered into, amended, extended or
renewed on or after December 31, 2016.





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


