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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

S-9, BA-3

Change Request Title:

Implement Preferred Drug List

SELECT ONE (click on box):
[ IDecision Item FY 08-09

[ ]Base Reduction Item FY 08-09
XSupplemental Request FY 07-08

SELECT ONE (click on box):

Supplemental or Budget Request Amendment Criterion:
[ INot a Supplemental or Budget Request Amendment
[_]An emergency

XIBudget Request Amendment FY 08-09 [ ]A technical error which has a substantial effecti@noperation of the program

Short Summary of Reguest

Background and Appropriation History

XINew data resulting in substantial changes in fundieeds
[ ]Unforeseen contingency such as a significant warkichange

This FY 07-08 supplemental request is for $42@,5&tal funds to correct the federal
match rate for the Executive Director’s Office, Drutilization Review line and to restate
the savings estimate for prescription drug expenelt in the Medical Services Premiums
line. This correction would adjust the line froni%% federal match rate to a 50% federal
match rate for all administrative services. Iniadd, the Department would like to make
a budget amendment to the FY 08-09 base reductiquest and replace the preferred
drug list contract with the Drug Effectiveness ReviProject and 1.0 FTE Program
Assistant I. This would cause an incremental desgeof $50,579 total funds and a
reduction of $90,043 in General Fund from the Basduction Item located in the FY 08-
09 Budget Request, November 1, 2007. The nettresuild be a reduction of $843,670.

In January 2007, Governor Ritter signed Executivele® D 004 07 establishing a
preferred drug list for Colorado’s Medicaid prograrmihe purpose of this program is to
provide needed medications to Medicaid clients evhilecreasing expenditures on
pharmaceuticals. This Executive Order gives thpdbenent the authority to implement a
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preferred drug list after evaluating various methotlimplementation and determining the
best option for Colorado. In addition, the Depamimis responsible for forming a
Pharmacy and Therapeutics Committee responsibleet@luating clinical data and
evidence on all drugs under consideration for siolu in the preferred drug list. The
Department will also evaluate and pursue suppleshembates to further facilitate
providing pharmaceuticals for Medicaid clientsls towest possible cost.

As proposed under SB 05-022, a 15-member PharmadyTaerapeutics Committee
would have been created to “use an evidence-bassshnch approach to review and
recommend drugs for inclusion on a preferred digg for Medicaid recipients and
specifies the factors the committee should usewewing and recommending drugs for
the PDL” (Legislative Council Fiscal Note for SB-022, May 3, 2005, page 1). The
fiscal note assumed that the Department would lgetatobtain evidenced-based research
from other states at no additional cost.

Description of Current Preferred Drug List Resources Appropriated:

In FY 07-08, the Department was appropriated fufads3.0 FTE and $194,877 for

Personal Services and Operating Expenses. Thiop@gtion was obtained by the JBC
staff from the Legislative Councils May 3, 200%dal note for SB 05-022. The

justification for these positions was “...to provitlee professional expertise required to
create the [preferred drug list]... and to providenggal support to the committee”

(Figure Setting, February 14, 2007, page 14). &Vtiis bill failed during the second

House reading, it provided the basis for the JBlibacelated to the Executive Order. In
addition, $340,880 was appropriated for Medicaidnigement Information System
changes, (Figure Setting, March 8, 2007, page H0%),$670,376 was removed from the
Department’s appropriation for Medical Services riluens to reflect six months of

expected savings in drug costs for FY 07-08 (Figietting, March 8, 2007, page 52).
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FTE

The Department received $48,720 for 3.0 FTE for quarter of a year beginning in FY
06-07. In FY 07-08, the Department received $184,®r 3.0 FTE. The appropriated
FTE includes a Pharmacist Ill, a General Profesdidih and a Statistical Analyst IIl.
These FTE would remain within the Department totheaprogram, manage the preferred
drug list contract and to implement supplementbhtes. As a result of the adjustments
to the scope of work, the Department changed te&sification for these FTE. The FTE
include a General Professional V, a PharmacistdlaRate and Financial Analyst II. The
Department will retain many of the responsibilitefsadministering the preferred drug list.
Specific duties for the 3.0 FTE are provided below.

The Preferred Drug List Coordinator (General Prsitesal V) would be responsible for:

» Completing the procurement process, selecting teieped drug list contractor, and
managing and overseeing performance of the contract

* Overseeing implementation of the Medicaid rulestfoe preferred drug list and the
Pharmacy and Therapeutic Committee;

e Submitting the State Plan amendment to the Ceritgrdviedicare and Medicaid
Services and monitoring the preferred drug listgpaon to assure compliance with
federal regulations;

* Reviewing contractor analysis of Medicaid drugizdiion data, average daily drug
costs and methodologies for determining the cdst&feness of drug classes;

* Overseeing the supplemental rebate process inglusbiicitation of bids from drug
manufacturers and negotiating and managing thelaueptal rebate contracts, and;

» Assisting with the selection and appointment ofrRitay and Therapeutic Committee
members.

The Preferred Drug List Pharmacist (Pharmacistvdyld be responsible for:

* Acting as point of contact for all clinical quesislissues for providers, drug
manufacturers, advocacy groups, Medicaid stakehgldeand Pharmacy and
Therapeutic Committee members;
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* Reviewing quality of analysis provided by the prege drug list contractor before
making recommendations on which drugs should beidered for inclusion on the
preferred drug list;

» Attending Pharmacy and Therapeutic Committee mgtin

* Reviewing systems requirements for program impleéat@m including the
Prescription Drug Card System, customer servicelgsty and prior authorization
criteria, and;

» Performing provider outreach and education, dedfitted documents.

The Preferred Drug List Rate and Financial Andlystould be responsible for:

» Performing pharmaeconomic analysis of drug clagedscategories;

» Developing decision support methodologies for deigng the cost-effectiveness of
drugs;

» Performing post-implementation analysis of the -@dfectiveness of the preferred
drug class implementation;

* Analyzing and making recommendations on currentrphay rates and reimbursement
methodologies, and;

* Performing cost savings analysis related to prdharizations.

Medicaid Management Information System

The Department received $340,880 for preferred disigosts related to the Medicaid

Management Information System in FY 07-08. Thidudes $290,000 for processing
prior authorizations and $50,880 for ongoing maiatee costs. Prior authorizations will
be required for all clients requiring non-preferrdcugs. In FY 07-08, drug prior

authorizations became part of the fixed price @mitand as a result, the contractor, ACS,
is obligated to handle all prior authorizationstaghe cap set by the contract. Significant
increases will cause the non-preferred drug lighrpauthorizations to exceed the cap.
Until the fixed price contract can be renegotiatée, Department will be required to pay a
per unit cost between $10 and $12. As a resudt,lapartment expects to spend the
entire $290,000 appropriated for this purpose. adigition, system revisions will be

necessary as additional drug classes are adddee tpréferred drug list. As a result of
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these updates, the Department will fully expend $68,880 appropriated for Medicaid
Management Information System maintenance.

Further, $170,371 in one-time system costs funduag added in FY 06-07 to make
Medicaid Management Information System developnobanges. These include changes
to the formulary, plan file, and edit changes needer all drugs affected by this
implementation. System changes were not implerdeloyehe close of FY 06-07 and the
Department has received rollforward authority tergpthese moneys in FY 07-08.

Documented Quote, Preferred Drug List Contractor FY07-08

Implementation of the Executive Order in a timelgrmer required a documented qdote
in FY 07-08. This allowed the Department to moweward with the implementation

process with a temporary contractor. The tempor@ytractor also allowed the
Department to research long term implementationoopt This contract will begin in

October 2007 and will end in June 2008; the totat s $119,000. The Department will
fund the FY 07-08 preferred drug list contractaotigh the Drug Utilization Review line

item.

The Department ended a contract with the Businesse&ch Division of the Leeds
School of Business at the University of Coloradodoug utilization review at the end of
FY 06-07 and used the $180,000 in funding for thefgored drug list contractor. Many
of these same services would be required of ther@ohor to implement a preferred drug
list in addition to providing evidence based reskdor clinical data which the Business
Research Division was unable to provide. Rathan ghay two separate drug utilization
review contractors to provide duplicative servicéss alternative would utilize the
existing funding to provide a broader range of ises:

! A documented quote is an abbreviated procuremeaeps for soliciting bids for contracts betwees,$20 and $150,000. The documented quote is
required to be posted for a minimum of 3 working<eather than the 30 days required for an RFFcuBDented quotes and RFPs both have a one year limit
with the option to renew up to 4 additional yeafhie $150,000 limit for a documented quote appbee full duration of the contract including reveds.
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Implementation of the preferred drug list requitee contractor to have access to a
comprehensive clinical database providing infororatincluding: peer reviewed medical
literature, established clinical practice guiddginend Medicaid drug utilization data.
Further, the contractor must be able to use flexalaluation criteria in order to evaluate
different scenarios under a preferred drug lishplementation also requires the ability to
analyze the clinical data and Medicaid drug utiima data using a decision support
system. The Department does not currently havedabdeurces in place to provide these
services and would not be able to implement théeped drug list in a timely fashion
without the expertise of a contractor.

In addition, the contractor is responsible for griah claims data from the Medicaid
Management Information System to provide utilizati@porting specific to Colorado.
This requires a support system to store monthiynslalata provided by the Department
and historical claims data starting 18 months ptiothe start of the program. With an
April 1, 2008 start date, this will require the t@ctor to maintain claims data from
October 1, 2006.

The contractor is responsible for planning and mangent of committee meetings. The
Department would require the contractor to retaidedicated clinical manager that is
either a Registered Pharmacist or a Doctor of Pheyrand is licensed in the State of
Colorado. The contractor is responsible for attenall committee meetings, planning
meeting logistics, developing an agenda, compilrigrmational packets on clinical and
Medicaid utilization data, distributing necessaigtenials, and drafting meeting minutes.

The contractor is implementing the first six drdasses including three drug classes to be
added April 1, 2008 and three drug classes to bdedaduly 1, 2008. The Department is
working on three drug classes for implementatiompril 1, 2008 including proton pump
inhibitors (PPIs); sedatives and hypnotics; andirsta Proton pump inhibitors are
prescribed for stomach problems and include drugsh sas Nexium, Prevacid and
Prilosec. Sedatives and hypnotics include drugh ss Lunesta, Ambien CR and Sonata.
The statins drug class includes drugs that lowerlgliel of cholesterol in the blood and
include drugs such as Lipitor, Crestor and Zocbe Department is still looking into the
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General Description of Request

third drug class for implementation on April 1, 300 The Department will determine
additional drug classes to add to the preferred dist on July 1, 2008, after receiving
recommendations from the Pharmacy and TherapeDtosmittee and the preferred drug
list contractor.

This supplemental request is for $422,556 tatat$ in FY 06-07 for the Department to
correct fund splits for the Executive Director’sfic#, Drug Utilization Review line and
update the savings estimate for the program. ditiad, the total FY 08-09 Department
request is a reduction in total funds of $843,6@0réplace the preferred drug list
contractor with clinical data from the Drug Effeetness Review Project (DERP) and 1.0
FTE Program Assistant I. This is an incrementalelase of $50,579 total funds from the
Base Reduction Item located in the FY 08-09 BudRgriuest, November 1, 2007.

Drug Utilization Review Line Item, FY 07-08 Supplenental Request

Currently, the Executive Director’'s Office, Drugilkzation Review line item assumes a
federal match rate of 75%. During the implemeotatof the preferred drug list, the
Department determined that drug utilization rev&wuld receive a federal match rate of
50% for all administrative services. Under 42 CEBS.719, it states that, “[Federal
Funds Participation] is available...for the Statewigdoption of a [Drug Ultilization
Review] program...for funds expended by the Stéter ®ecember 31, 1993, at the rate
of 50 percent.” Services for clinical review inetlcxecutive Director’s Office, Drug
Utilization Review line would retain a match raté #%%. This is based on 42 CFR
Section 432.50(d)(2) which states that fundingclaical services “The rate of 75 percent
FFP is available for staff [skilled professionaldioal personnel and directly supporting
staff] of other public agencies if the requiremespecified in paragraph (d)Ldf this
section are met and the public agency has a wrattgaement with the Medicaid agency
to verify that these requirements are met.”

Based on these federal citations, the Departmeniduequire an additional $45,536 in
General Fund to offset the change from the 75%ré&tdeatch rate to the 50% federal

2 Requirements specified in 42 CRR Section 432.%0jdan be found in the section “Statute and Fedarthority”.
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match rate. This would include all four programsoe paid out of the line including the
new preferred drug list contractor, the drug wdtian review contract with Health

Information Design, Inc., the Thomson Micromedextcact and a new pharmacist
incentive payment. The pharmacist incentive payme&m new appropriation to the
Executive Director’s Office, Drug Utilization Rewie line beginning in FY 07-08.

Calculations for this adjustment are available abl€ 3 in the Calculations for Request
section of this request.

Savings Estimate, FY 07-08 Supplemental Request

The Department originally estimated savings of $876 for 6 months and $1,340,752 for
12 months from FY 03-04 pharmaceutical data foridlaive Council's May 3, 2005
fiscal note for SB 05-022. This estimate was usedalculate the appropriation received
by the Department during Figure Setting for FY @7¢Bigure Setting, February 14, 2007,
pages 14-15). This estimate was updated using@-870data due to legislative changes
impacting pharmacy expenditures including the inhgdt¢he Medicare Modernization Act
of 2003. The Department will implement 3 to 4 delgsses quarterly, for a total of 14
drug classes by the end of FY 08-09. Furthers#wngs estimate was revised to account
for the staggered drug class implementation dabekirflation due to the anticipated
increase in drug utilization across fiscal yeasss a result, the Department estimates a
total potential savings of $2,490,956 in FY 07-OBhis calculation is available in Table 8
in the Calculations for Request section.

The total potential savings is then discounted dbase the number of drug classes
implemented and total number of months of imple@gon. As a result, the Department
estimates a total drug savings of $186,820 in FYO87 This is $483,556 less than the
savings applied to the Medical Services Premiums during the February 14, 2007
Figure Setting.
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The Drug Effectiveness Review Project (DERP) Bendédi, FY 08-09 Budget
Amendment

In FY 08-09, the Department requests an incremealgatease of $50,579 in total funds
and a decrease of $90,043 in General Fund, tohpsecclinical data from the Drug
Effectiveness Review Project and correct the fuplissfor all other contracts in the

Executive Director's Office, Drug Utilization Reweline. Participating in the Drug

Effectiveness Review Project would allow the Depentt to obtain a 75% federal match
rate for these services. This would replace trefepred drug list contractor services
obtained in FY 07-08 to collect and provide repasts clinical data receiving a 50%

federal match rate. Currently, the Department’s8Y09 Budget Request, November 1,
2007 has $180,000 total funds, $45,000 General ,Honcpreferred drug list contractor

services prior to correcting for the 50% federatehgPlease see Table 5).

The Drug Effectiveness Review Project is a collabion of organizations, including 13
states, which compile the best available clinie@d@nce on prescription drug effectiveness
and safety by drug class. Clinical reports on drlagses go through a rigorous process
using a series of comprehensive, up-to-date anésed reviews conducted by evidence
based practice centers (EPCs). The results ofréssarch are used to make informed
decisions in public policy. Participating entitsovide equal financing to the project and
participate in the operation through a self-govegnprocess. In addition, the Drug
Effectiveness Review Project provides technicalistessce within the review process,
ensures that timelines are met and manages conetiong with pharmaceutical
companies.

The Drug Effectiveness Review Project is based tiree year program. The project is
in the second year of the program in FY 07-08. rtBa in FY 08-09 the project will
begin the third year of the program. The Departmepuld join the project in the last
year but would have to pay the full three year @is$259,020. The Department would
not receive a prorated fee as it would still reeem proprietary reports created by the
project over the course of the first and secondsgha addition to all newly created
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documents. This includes a total of 36 origingdarts, 70 updated reports, 11 journal
articles and 13 pharmacy and therapeutic commitegerts. This would allow the
Department to provide a more comprehensive listrafy classes to the Pharmacy and
Therapeutics Committee when deciding which drugsaa to pursue. Beginning July 1,
2009 the Department would pay approximately theesam@mbership fee for the following
three years, through June 30, 2012. This wouldiaize to $86,340 total funds and
$21,585 General Fund per year. (Please see Table 6

The Drug Effectiveness Review Project provides is#veenefits over the Department’s
current preferred drug list contractor. The Demerit currently receives summary
reports collected from existing information anddss. These reports are produced at the
request of the Department and are not immediatedyladle for review. The Drug
Effectiveness Review Project works directly withidewice based practice centers and
pharmaceutical companies and has a large bodyeddl published work that would be
available to the Department upon joining. The Dapeant received a sample report for a
drug class currently under consideration. The Depent pharmacist performed a
comparison of this report and the report providgdthe current preferred drug list
contractor and determined that the Drug EffectigenReview Project provided more
comprehensive and scientifically rigorous clinicgports.

The project produces reports that are well knowhwaidely accepted by policy makers to
make decisions on drug classes to add to prefeimagllists. In addition, due to the self-
governing process, the Department would directlytigpate in the development of
criteria to guide the drug class reviews, help he development of key questions,
participate in the selection of the drug classesstady and provide feedback on draft
reports.

Based on the structure of the Drug Effectivenesdg®ReProject, the Department would
receive a 75% federal match rate for these clirseavices. This is based on 42 CFR
Section 432.50(d) which states “Staff of other muabencies means skilled professional
medical personnel and directly supporting staff wdre employed in State or local
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agencies other than the Medicaid agency who perfiuties that directly relate to the
administration of the Medicaid program.”

Preferred Drug List Program Assistant | FTE Respongbilities, FY 08-09 Budget
Amendment

Under this alternative, the Department would hird®rmgram Assistant | to provide
support services to the Pharmacy and Therapeutiosriiitee beginning in FY 08-09 for
11 months. This would require $39,766 in totaldsirfor FY 08-09; $35,114 for the
Executive Director's Office, Personal Services ;li$®1 for the Executive Director’s
Office, SB 04-257 Amortization Equalization Disbemsent; $236 for the Executive
Director’'s Office, Supplemental Amortization Equaalion Disbursement and $4,365 for
the Executive Director's Office, Operating Expensies. The 1.0 FTE would replace
services currently provided by the preferred diagdontractor related to planning and
management of the Pharmacy and Therapeutics Comemmteetings. The total cost of
maintaining an administrative contract would regugignificantly more resources then
providing these duties within the Department. Raespbilities would include attending alll
committee meetings, planning meeting logistics, ettgying an agenda, compiling
informational packets on clinical and Medicaid im#ition data, distributing necessary
materials, and drafting meeting minutes. In additithe Program Assistant | would
support to the pharmacy section to provide cleraadininistrative and office assistance.

The combination of the Drug Effectiveness Reviewjéut and the 1.0 FTE would

provide a higher quality product at a lower coartatg in FY 09-10. The preferred drug
list contractor would annualize to $158,667 in kdtads and $79,333 in General Fund.
In comparison, the Drug Effectiveness Review Ptogaed FTE would annualize to

$125,940 in total funds and 41,385 in General Fuldlis is $32,727 less in total funds
and $37,948 in General Fund for the Drug EffecegsnReview Project and 1.0 FTE for a
more comprehensive and higher quality producteg$d refer to Table 7 for calculations.)
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Consequences if Not Funded:

Savings Estimate, FY 08-09 Budget Amendment

The Department assumes that the Drug EffectiveResgew Project (DERP) would
impact the savings estimate as a result of additimmplementation and cost efficiencies
related to this product. Utilization of this pradwould allow the Department to add an
additional two drug classes for a total of 14 dclagses and increase the number of drug
classes implemented in FY 08-09 from 9 to 11. 3$berce of this change would be 36
original reports and 70 updated reports that theaienent would receive after
enrollment with the Drug Effectiveness Review Pcbj€DERP). As a result, the
Department estimates a total potential savings 7,661 in FY 08-09 (Please see
Table 8.)

The total potential savings is then discounted dbase the number of drug classes
implemented and total number of months of imple@gon. As a result, the Department
estimates a total drug savings of $2,303,208 ir0BY09. This is $962,456 more than the
savings applied to the Medical Services Premiums during the February 14, 2007
Figure Setting and $169,365 more than the FY 08@d&get Request, November 1, 2007
Base Reduction Item 2. Calculations are availabl@able 9 of the Calculations of

Request section.

If the Department did not receive funding for th¥ 07-08 supplemental request, the
Executive Director’s Office, Drug Utilization Rewieline would continue to operate at
the 75% federal match rate. This would be non-diampwith federal regulation and

would be susceptible to federal audits and disalme of funding. In addition the savings
estimate would remain at $670,376 which is $483,Bisfer than the revised savings
estimate of $186,820 based on implementation ddtérig classes.

If the Department did not receive funding for thé 68-09 budget amendment, clinical
data would continue to come from a preferred disigdontractor. The Department
assumes that drug classes and savings estimatdd veooain the same but that lower
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quality and greater limitations in the data wouddused to provide drug classes results to
the Pharmacy and Therapeutics Committee for revidusing a less established and
trusted data source could open the Department iifggition, particularly for potentially
contentious drug classes.

In addition, the Department would implement fewangdclasses with the preferred drug
list contractor than the Drug Effectiveness Reviewiject (DERP) in FY 08-09; 12 drug
classes would be implemented rather than 14 dragses. This would decrease the
savings by $169,365 in FY 08-09 and $294,777 FY1.09-

Calculations for Request:

Table 1: Summary of Request FY 07-08

Summary of Request FY 07-08 Total | General Federal

Funds Fund Funds
Total Request $422,556) $287,314| $135,242
FY 08-09 Executive Director’s Office, Drug Utilizah Review Request (Column 3) ($61,000)$45,536| ($106,536)
FY 08-09 Medical Services Premiums (Column 3) $483,556 $241,778 $241,778

Table 2: Summary of Request FY 08-09

Summary of Request FY 08-09 Total | General Federal
Funds Fund Funds

Total Request ($50,579) ($90,048) $39,464
(1) Executive Director’s Office, Personal Servi¢€slumn 8) $35,114 $17,55 $17,55]
(1) Executive Director’s Office, SB 04-257 Amortiioan Equalization Disbursement (Column 8) $51 $26 $25
(1) Executive Director’s Office, Supplemental Ampation Equalization Disbursement (Column
3) $23€ $11§ $11§
(1) Executive Director’s Office, Operating Expeng€slumn 8) $4,36¢ $2,181 $2,18!
(1) Executive Director’s Office, Drug UtilizationdRiew Request (Column 8) $79,02( ($25,245 $04,26"
(2) Medical Services Premiums (Column 8) ($169,365) ($84,682) ($84,683)

Page S.9-16



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG; FY 08-09 BUDGET REQUEST CYCLE

Table 3: Summary of Request FY 09-10

Summary of Request FY 09-10 Total Fundgseneral Fund Federal
Funds

Total Request ($1,660,782) ($775,939) ($884,843)
(1) Executive Director’s Office, Personal Servi¢€slumn 10) $38,49] $19,24¢ $19,24¢
(1) Executive Director’s Office, SB 04-257 Amortiioa Equalization Disbursement $56 $28 $28
(Column 10)
(1) Executive Director’s Office, Supplemental Ampation Equalization Disbursement $193 $97 $96
(Column 10)
(1) Executive Director’s Office, Operating Expeng€slumn 10) $95( $475 $475
(1) Executive Director’s Office, Drug UtilizationeRiew Request (Column 10) ($93,660) $7,62] ($101,281)
(2) Medical Services Premiums (Column 10) ($1,606,818) ($803,409) ($803,409)
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Table 4: Summary of Changes to the Executive Direot’s Office, Drug Utilization Review Line FY 07-08

19

3

—F

Row | Summary of Request FY 07-08, Executive Total General Federal Description
Director's Office, Drug Utilization Review | Funds Fund Funds
Line
A | FY 07-08 Business Research Division of the$180,000 $45,000 $135,000 Previous contract amount for drug
University of Colorado at Boulder utilization review services provided by
the Business Research Division of the
University of Colorado at Boulder
B | FY 07-08 Health Information Design $99,840| $24,960 $74,880| Current Health Information Design drt
Contract utilization contract
C | FY 07-08 Thomson Micromedex Contract $7,353 $1,838 $5,515| Current Micromedex contract
D | FY 07-08 Pharmacist Incentive Payment $16,950%$4,238 $12,712| HB 07-1021
E | FY 07-08 Executive Director's Office, $304,143 $76,036] $228,107| Row A + Row B + Row C + Row D
Drug Utilization Review (FY 07-08 Appropriation, SB 07-239,
Long Bill and HB 07-1021)
F | FY 07-08 Health Information Design $107,193 $53,597 $53,596| Adjusted Health Information Design
Contract drug utilization contract
G | FY 07-08 Pharmacist Incentive Payment $16,950%$8,475 $8,475| Adjusted Federal Match Rate from HE
07-1021
H | FY 07-08 Preferred Drug List Contract $119,000$59,500 $59,500| Requested preferred drug list contrac
| | Estimated FY 07-08 Executive Director's | $243,143 $121,572| $121,571] Row F + Row G + Row H
Office, Drug Utilization Review
J | FY 07-08 Fiscal Impact ($61,000) $45,536| ($106,536) Row I - Row E

Page S.9-18



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG; FY 08-09 BUDGET REQUEST CYCLE

Table 5: Summary of Changes to the Executive Direot’s Office, Drug Utilization Review Line FY 08-09

Row Summary of Request FY 08-09 Total | General Federal Description
Funds Fund Funds
A | FY 07-08 Business Research Division of the | $180,0000 $45,000; $135,000 Previous contract amount for drug
University of Colorado at Boulder utilization review services provided
by the Business Research Division
the University of Colorado at
Boulder
B | FY 07-08 Health Information Design Contract $9MB  $24,960 $74,880| Current Health Information Design
drug utilization contract
C | FY 07-08 Thomson Micromedex Contract $7,353 $1,838 $5,515| Current Micromedex contract
D | FY 07-08 Pharmacist Incentive Payment $16,950 $4,238| $12,712| HB 07-1021
E | FY 07-08 Executive Director's Office, Drug $304,143 $76,036| $228,107| Row A + Row B + Row C + Row D
Utilization Review (FY 07-08 Appropriation, SB 07-
239, Long Bill and HB 07-1021)
F | FY 08-09 Health Information Design Contract $9D8 $49,920 $49,920| Adjusted Health Information Design
drug utilization contract
G | FY 07-08 Thomson Micromedex Contract $7,353 $3,677 $3,676| Current Micromedex contract
H | FY 08-09 Pharmacist Incentive Payment $16,950 $8,475 $8,475| Adjusted Federal Match Rate from
HB 07-1021
I FY 08-09 Drug Effectiveness Review Project| $259,020| $64,755] $194,265 Requested preferred drug list
(DERP) contract
J | Estimated FY 08-09 Executive Director’s $383,163 $126,827| $256,336/ Row F + Row G + Row H + Row |
Office, Drug Utilization Review
K | Difference Between the FY 07-08 Drug $79,020, $50,791| $28,229| Row J - Row E

Utilization Review Funding and the FY 08-09
Funding
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Table 6: Summary of Changes to the Executive Direot’s Office, Drug Utilization Review Line FY 09-10

Row Summary of FY 09-10 Total General Federal Description
Funds Fund Funds

A [FY 07-08 Executive Director’'s Office, Drug $304,14 $76,03¢( $228,10]Table 5, Row E
Utilization Review

B |FY 07-08 Health Information Design Contract $99,84 $49,92 $49,92(Adjusted Health Information Design

drug utilization contract
C |FY 07-08 Thomson Micromedex Contract $7,351 $3,67] $3,67€¢Current Micromedex contract
D [FY 08-09 Pharmacist Incentive Payment 956 $8,47" $8,47%Adjusted Federal Match Rate from |
07-1021

E |[Evidence Based Policy Research (DERP), Phal $259,02 $64,75) $194,26'Phase Il Evidence Based Policy
Estimated 3 Year Cost Research (DERP) Contract

F Number of Years in EvidenBased Policy 3 3 3Phase Il Evidence Based Policy
Research (DERP) Contract Research (DERP) Contract

G |FY 09-10 Evidence Based Policy Research $86,34 $21,58]  $64,75!Row E / Row F
(DERP), Phase Il Estimated Annual Appropriation

H [Estimated FY 09-10 Executive Director’s Office, $210,48 $83,65| $126,82(Row B + Row C + Row D + Row G
Drug Utilization Review line

| Difference Between the FY 07-08 Drug ($93,660 $7,62] ($101,281Row H - Row A
Utilization Review Funding and the Annualized
FY 09-10 Funding
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Table 7: Comparison of the Drug Effectiveness Rewe Project and the Preferred Drug List Contractor FY 09-10

Row Summary of FY 09-10 Total General | Federal Description
Funds Fund Funds
A | FY 09-10 Drug Effectiveness Review Project $86,340, $21,585/ $64,755/ Row E / Row F
(DERP)
B | Program Assistant, 1.0 FTE Executive $38,497| $19,249| $19,248| Budget Amendment Request
Director's Office, Personal Services
B.1 | Program Assistant, 1.0 FTE Executive $56 $28 $28 | Budget Amendment Request
Director's Office, SB 04-257 Amortization
Equalization Disbursement
B.2 | Program Assistant, 1.0 FTE Executive $193 $97 $96 | Budget Amendment Request
Director's Office, Supplemental Amortization
Equalization Disbursement
C | Program Assistant, 1.0 FTE Executive $950 $475 $475| Budget Amendment Request
Director's Office, Operating Expenses
D | Total Cost of the Drug Effectiveness $126,036 $41,434| $84,602| Row A + Row B + Row C
Review Project and 1.0 FTE
E | FY 07-08 Preferred Drug List Contractor | $119,000 $59,500, $59,500| Phase Il Evidence Based Policy
Costs Research (DERP) Contract
F | Number of Months in Preferred Drug List 9 9 9 | Preferred Drug List Contract
Contractor FY 07-08 Contract
G | Number of Months in Preferred Drug List 12 12 12 | Annual Preferred Drug List Contract
Contractor FY 08-09 Contract
H | Total Cost of the Preferred Drug List $158,667, $79,333| $79,333| Row E/ Row F * Row G
Contract FY 09-10
| | Difference Between the Drug Effectiveness ($32,631)| ($37,899)] $5,269| Row D - Row H

Review Project with 1.0 FTE and the

Preferred Drug List Contract
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Table 8: Medical Services Premiums, Estimated Dru&avings

Row Item Total Funds Description
A [Total Drug Expenditures FY 06-07 $190,166,92Zash based actual expenditures for FY 06-07
B |[Excluded Drug Class Expenditures FY 06:07 $52,730,213Cash based actual expenditures for FY 06-07
C |Estimated Drug Rebates ($55,000,908)ee quarters of actual FY 06-07 rebates plusqoaeter of

estimated rebates

D [Total Fee-For-Service Expenditures $82,435,8%i1v A - Row B + Row C
E |Estimated Savings 2.78Based on Michigan actual preferred drug list sas/iry 03-04
(Rounded to two decimal places)
F |Potential Savings Estimate FY 06-07 $2,289,90RBund(Row D x Row E,0)
G |Estimated Drug Savings Inflator 8.7886@sumptions for Calculations
H |Potential Savings Estimate FY 07-08 $2,490,9%8ound(Row F x (1 + Row G),0)
| Potential Savings Estimate FY 08-09 $2,709,66Round(Row H x (1 + Row G),0)
J |Potential Savings Estimate FY 09-10 $2,947,5Round(Row | x (1 + Row G),0)
Table 9: Medical Services Premiums, Estimated Dru&avings, Drug Class Savings by Implementation Date
Row Item FY 07-08 | FY 08-09| FY 09-10 Description
A [Savings from Drug Classes Implemented April 1020 $186,820] $812,893| $884,264 See Appendix 2
B |Savings from Drug Classes Implemented July 18200 $0 | $812,893| $884,264 See Appendix 3
C |[Savings from Drug Classes Implemented Octob2008 $0| $406,454| $589,521 See Appendix 4
D |Savings from Drug Classes Implemented Janua2pd9 $0| $270,969| $589,521 See Appendix 5
E [Total Estimated Drug Savings $186,820%$2,303,208| $2,947,57(Row A + Row B + Row C +

Row D

T

2007 Figure Setting Savings

$670,3%8,340,752| $1,340,75Figure Setting, February 14

2007, page 14-15 and 12

Month Annualization

G |Additional Estimated Drug Savings

($483,556

$9656

$1,606,818Row E - Row F
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Table 10: Incremental Change in the Savings Estimatas a Result of Using the Drug Effectiveness Rewié’roject (DERP)

Row Item FY 07-08 | FY 08-09| FY 09-10 Description
A |Additional Estimated Drug Savings with($483,556)| $962,456 $1,606,818[Table 9, Row G

the Drug Effectiveness Review Project

(DERP) Contract

B |Additional Estimated Drug Savings with($483,556)| $793,091 $1,312,041FY 08-09 Budget Request, November 1
Preferred Drug List Contractor 2007; Tab 17 BRI-2

C |Incremental Increase to Drug Savings $0 | $169,365 $294,777|Row A - Row B
with the Drug Effectiveness Review

Project (DERP) Contract
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Table 11: 1.0 FTE Calculations for FY 08-09 and FY09-10

FTE and Operating Costs GRAND TOTAL
Fizcal Year(s) of Request FY D8-09 | FY09-10 | FY08-09 | FY 09-10
PERSONAL SERVICEY Title: Program Assistani [
Mumber of PERS0N3 7 clazs title 1 1
HNumber of months working in FY 07-05, FY 05-09 and F¥ 02-10 12 12
Mumber tonthe paid in FV 0708, FY 08-09 and FY 09-10%* 11 12
Calculated FTE per classification 092 1.00 0oz 1.00
Annal base salary 34,284 34,284
Salary $31,427 | $34224 ) $31,427 | $34.334
PERA 10.15%)  ¢3100 | $3480 | $3.100 | $3.480
Iedicate 145%0 Fa07 F407 $407 F407
Prior Vear SAED MN/A 0 $236 0 §236
Suhiotal Personal Services at Division Level $35,114 | $38497 | $35114 | $38497
Subtotal AED at EDO Long Bill Group Level Varies $51 $56 §51 $56
Subtotal SAFD at EDO Long Bill Group Level Varies $236 $193 §236 $193
OPERATING EXPENSES
Supplies (@ FA00F500% $500 $a0 $500 il $00
Computer @ FR00/50 $900 $200 0 $200 0
Office 3uite 3oftware (@ $330/40 $330 £330 0 £330 $0
Office Equipment @ $2,225 /40 §2.225 $2.225 0 $2,235 $0
Telephone Base (@ $A50/5450%** $450 F450 F450 450 $450
Subtotal Operating Expenses $4 365 $950 |  $4365 $950
GRAND FOTAL ALL COSTS $39.766 | $39.696 | $39.766 | $39.696
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Table 12: Comparison of the FY 08-09 Decision Iterand the FY 08-09 Budget Amendment

Row ltem Total General Federal Description
Funds Fund Funds
A FY 08-09 Total Change, Personal Services $35|114 $17,557 $17,557| Table 10, Subtotal Personal Services,
Grand Total FY 08-09
B FY 08-09 Total Change, SB 04-257 Amortization $51 $26 $25| Table 10, SB 04-257 Amortization
Equalization Disbursement Equalization Disbursement, Grand
Total FY 08-09
B.1 | FY 08-09 Total Change, Supplemental $236 $118 $118| Table 10, Subtotal Supplemental
Amortization Equalization Disbursement Amortization Equalization
Disbursement, Grand Total FY 08-09
B.2 | FY 08-09 Total Change, Operating Expenses $4|365 $2,183 $2,182| Table 10, Subtotal Operating
Expenses, Grand Total FY 08-09
C FY 08-09 Total Change, Drug Utilization Review $79,020 $50,791 $28,229| Table 5, Row K
Request
D FY 08-09 Total Change, Estimated Drug Savings SR,  $481,228 $481,228| Table 9, Row G FY 08-09
E FY 08-09 Total Change, Total Request ($843,670) ($410,553)] ($433,117) Row A + Row B + Row C - Row D
F Base Reduction Item, Drug Utilization Review $0 $76,036| ($76,036)| FY 08-09 Budget Request, November
Request 1, 2007; Tab 17 page G-1.
G Base Reduction Item, Estimated Drug Savings $793,09 $396,546 $396,545| FY 08-09 Budget Request, Novembef
1, 2007; Tab 17 page G-1.
H | Base Reduction Item, Total Request ($793,091) ($472,582)] ($320,509) (Row F+ Row G) * -1
I Incremental Change, Personal Services $35(114 $17,557 $17,557| Row A
J Incremental Change, SB 04-257 Amortization $51 $26 $25| Row B
Equalization Disbursement
K Incremental Change, Supplemental Amortization $236 $118 $118| Row B.1
Equalization Disbursement
L Incremental Change, Operating Expenses $4,365 $2,183 $2,182| Row B.2
M Incremental Change, Drug Utilization Review $79,020 ($25,245) $104,265| Row C - Row F
Request
N Incremental Change, Estimated Drug Savings $169,365 $84,682 $84,683| Row D - Row G
O | Incremental Change, Total Request ($50,579) ($90,043) $39,464| Row | + Row J + Row K - Row L
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Assumptions for Calculations

Please note that for all tables rounding is Usedeporting purposes. As a result, some
numbers may very slightly due to unreported decplades.

Table 4: Summary of Changes to the Executive Direot’s Office, Drug Utilization
Review Line FY 07-08

The Department is not renewing the drug utilizatitemiew contract with the Business
Research Division of the Leeds School of Busindgssha University of Colorado at

Boulder beginning in FY 07-08. The total contrantount was $180,000 for FY 07-08
and was funded with a 75% federal match rate. Dégartment assumes that it will use
these funds to pay the preferred drug list conbract the Executive Director’s Office,

Drug Utilization Review line. Based on informatiorceived from the Centers for
Medicare and Medicaid Services, the Drug UtilizatReview line should receive a 50%
federal match rate. As a result, the new prefedred list contract would receive a 50%
federal match rate. In addition, the Departmemn&maining drug utilization review

contract with Health Information Design, Inc. amttdntive payments to pharmacists
would be adjusted to receive a 50% federal matieh ra

Table 5: Summary of Changes to the Executive Direot’s Office, Drug Utilization
Review Line FY 08-09

The Department assumes that it will use the furgkduo pay the preferred drug list
contractor in FY07-08 to pay the Drug Effectiven&sview Project in the Executive
Director’s Office, Drug Utilization Review line. @&ed on information received from the
Centers for Medicare and Medicaid Services, thegDutilization Review line should
receive a 50% federal match rate except for thegEffectiveness Review Project which
would receive a 75% match rate. In addition, foe fiirst year of the project the
Department would have to pay the full three yeantiaxt price for the phase ending June
30, 20009.
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Table 6: Summary of Changes to the Executive Direot’s Office, Drug Utilization
Review Line FY 09-10

Beginning in FY 09-10 the Department would pay afiguon a three-year phase
agreement with the Drug Effectiveness Review PtdcPhase IIl. As a result the cost
would be approximately one-third the cost for F¥@Bthat was $259,020.

Table 7: Medical Services Premiums, Estimated Dru&avings FY 08-09

The Department originally estimated savings of $876 for 6 months and $1,260,752 for
Legislative Council's May 3, 2005 fiscal note foB $5-022. These savings were based
on 12 months from the total FY 03-04 expenditutess FY 03-04 drug rebates, less
excluded drug therapeutic clasSeimes an estimated 2% cost savings. The estimate
provided for SB 05-022 was used to calculate theramiation received by the
Department during figure setting for FY 07-08 (Figbetting, February 14, 2007, pages
14-15).

The estimate used to calculate savings for FY 0889 updated with FY 06-07 data as a
result of legislative changes impacting pharmacgeexitures including the Medicare
Modernization Act of 2003. The updated savinggqmtmn is based on total FY 06-07
expenditures, less FY 06-07 estimated drug rebdess, excluded drug therapeutic
classe§ times an estimated 2.78% cost savings in the BYO®D Budget Request,
November 1, 2007. The cost savings increased 78%.for the FY 08-09 budget
amendment to reflect the implementation and coftiefcies resulting from the
participation in the Drug Effectiveness Review Bobj(DERP). This 2.78% savings
results from two additional drug classes at an ahdrug savings of $124,547 per class.

% Excluded drug classes in FY 06-07 include: atylpasetipsychotics, typical antipsychotics, anti-candmmunosuppressants, anticonvulsants, hemophilia
drugs and HIV/AIDS drugs. These classes are egget be excluded to protect the most vulnerableiddéd populations. Both programs have a small
number of drug classes and do not necessarilypocate all of the drug classes currently being ictaned for the Colorado preferred drug list.

* Excluded drug classes in FY 03-04 include: atypacdaipsychotics, typical antipsychotics, anti-canémmunosuppressants, biologics, and HIV/AIDSggtu
These classes are expected to be excluded to ptiotemost vulnerable Medicaid populations.

Page S.9-27




COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG; FY 08-09 BUDGET REQUEST CYCLE

Savings, which would be a part of the Medical SmviPremiums line, are estimated
based on the similarity to the program developed anplemented by Michigan.
Michigan uses a state-based panel of doctors aadr@aitists to determine cost effective
yet clinically safe and effective drugs for thelrests. It is not known whether the
implementation of Colorado’s program will resulttire same outcomes as Michigan, so
this will need to be closely monitored.

In Michigan, the impact of pooling, negotiationsydasupplemental rebates on drugs
resulted in a 4% budget reduction (Michigan hadinggsvof $42 million within its $1
billion Medicaid pharmacy budget). Michigan is fing with another state and Colorado
will not be pooling with another state at this timé/ith other differences, Michigan uses a
contracted service in their model, a pharmacy lisnefdministrator, and disease
management programs. Therefore, the Departmenimassa more conservative savings
estimate of 2.78%.

Based on the updates and changes addressed abhevBgpartment estimates a total
potential cost savings of $2,289,903 for FY 06-07 X2 drug classes. Cost savings are
expected to increase over time and as a resulDépartment estimated an 8.78% drug
savings inflator. This inflator is based on theamye in monthly drug expenditures
between December 2006 and June 2007. Fluctuatiamgoenditures due to the number
of weeks in a month were adjusted using a threetmmioving average. The three-month
moving average was averaged for the seven caldulaienths resulting in a 0.732%
average monthly percent change. Multiplying 0.732%d2 months provides the annual
estimated savings inflator of 8.78%. Applying thiercentage across fiscal years, the
Department estimates that the potential saving®,490,956 in FY 07-08, $2,709,662 in
FY 08-09 and $2,947,570 in FY 09-10. The Departmetans a staggered
implementation, adding three drug classes per guarf\s a result, the Department will
not realize the potential savings estimates. Euarthlculations are available in Table 8 to
discount the potential savings based on the impiéatien dates of the drug classes.
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Table 8: Medical Services Premiums, Estimated Drugavings, Drug Class Savings
by Implementation Date

This base estimate assumes that all drug classegaat of the preferred drug list as of
July 1, 2008. The current implementation plan si@ggered implementation dates for
adding drug classes and not all drug classes svihbluded by July 1, 2008. As a result,
savings are discounted depending on the drug sfassdate.

For the purposes of the savings estimate, the Depat assumes that drug classes will be
implemented based on the potential savings per dasg. Drug classes with the highest
potential savings will be implemented before class#h lower potential savings. This
assumption is based on limited drug savings infoionaprovided for Arkansas and
Indian&. The Department is working with the preferredgllist contractor to determine
the highest potential savings by class based dpatibn data for Colorado but a full list
and order for the preferred drug list is not yedilable. The Department estimates that
three-fiths of drug savings will occur in the firsix drug classes and two-fifths of the
drug savings will occur with the implementationtb& remaining eight drug classes. For
FY 07-08, $2,490,956 in total potential savingsmsltiplied by three-fifths to obtain
$1,494,562 in drug savings for the first six driagsses.

The total dollar amount for the first drug classés not change between the FY 08-09
Budget Request, November 1, 2007 and the curretfgditamendment. The Department
is assuming that the total savings estimate willaase from 2.50% to 2.78% based on the
inclusion of the two additional drug classes immated in FY 08-09. This also changes
the ratio of savings to set of drug classes. IseBReduction Item 2 the first six drug
classes comprised two-thirds of the total drug regi  With the inclusion of two
additional drug classes, this ratio fell to thrihd or 60.00% of the total drug savings.
The remaining $747,281 in potential savings comas the remaining six drug classes.

® The Department reviewed data provided in “Arkardaslicaid Evidence-Based Prescription Drug Prog(BBRX). Quarterly Report — First Quarter 2006”
and the “Evaluation of the Indiana Medicaid Prefdrbrug List (PDL) Program”, 6/30/2005.
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The yearly savings estimates are divided by eiiteror eight for the number of drug
classes, and twelve for the total number of padémstvings months. The Department
estimates savings of $20,758 and $10,379 per diags @er month. These monthly
savings estimates are updated by fiscal year ubieB.78% savings inflator. The per
drug class per month savings estimate was mudigdie the number of months for each
drug class to obtain the total savings by fiscalry@nd implementation date. Totals are
available in Row B through Row D. These underlyrgculations to Table 8 are
available in Appendix 1 through Appendix 6. Altlgtunot shown for the purposes of this
report, calculations are rounded to two decimahsoi This may cause some differences
in rounding if manually calculating the estimates.

Table 9: Medical Services Premiums, Estimated Drugavings, Drug Class Savings
by Implementation Date

Table 9 summarizes the savings estimates by impkaiien date as summarized in

Appendices 2 through 5. In addition, this tablenpares the revised estimates to the
savings removed from the Medical Services Premidnsng the February 14, 2007

Figure Setting.

Table 10: Incremental Change in the Savings Estimatas a Result of Using the Drug
Effectiveness Review Project (DERP)

Table 10 summarizes the differences in the savagsnate as a result of utilizing the
Drug Effectiveness Review Project (DERP). Thisfeddnce is based on the
implementation of two additional drug classes dwentreased implementation and cost
efficiencies; this increases the total number afgdclasses implemented from 12 to 14.
The Department also assumes that the increasednmaptation efficiencies will increase
the total number of drug classes per quarter. tiBgarwith the October 2008
implementations, this would increase the drugs emginted from three drug classes to
four drug classes.
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Table 11: 1.0 FTE Calculations for FY 08-09 and FY09-10

This table demonstrates the calculations used termee the cost of 1.0 FTE Program
Assistant | to take over the administrative respmlities related to the Pharmacy and
Therapeutics Committee.

Table 12: Comparison of the FY 08-09 Decision Itenand the FY 08-09 Budget
Amendment

This table demonstrates the calculation of theemental change between the Budget
Reduction Item submitted November 1, 2007 and tidgBt Amendment.

Impact on Other Government Agencies: None.
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Cost Benefit Analysis

FY 07-08 Cost Benefit Costs Benefits
Analysis
Request The cost of the request includes $422,556 total fufrhe request would allow the Department

to fix the Drug Utilization Review fund splits ar
hire a preferred drug list contractor and update
preferred drug list savings estimates to refle&
Department’s implementation plan.

efficiency
implementing the drug categories and ultima
decreasing prescription drug expenditures.
Department would realize total
savings of $186,820 in FY 07-08 and $2,303,20
FY 08-09. This request will also fix the federahd
splits to be in compliance with federal regulation.

to

idmplement the preferred drug list per the Executive
rder of Governor Ritter by January 1, 2008. This
thlternative would provide greater '

n

ely
The

estimated gost

8 in

Consequences if not
Funded

The Department would be out of compliance W
federal regulations including 42 CFR 456.719 wh
states that the Drug Utilization Review line sholodd
50%.

itthere are no benefits.
ich
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FY 08-09 Cost Benefit
Analysis

Costs

Benefits

Request

The request would show a reduction in expendit
of $843,670 total funds to fix the Drug Utilizatic
Review fund splits, buy into the Drug Effectiveng
Review Program, hire 1.0 FTE update the prefe
drug list savings estimates to reflect |
Department’s implementation plan.  This is

incremental decrease of $50,579 total funds

$90,043 General Fund.

Ufldse request would allow the Department
yimplement the preferred drug list per the Execu
2€3rder of Governor Ritter by January 1, 2008. T
rr@ternative  would provide greater efficiency
hemplementing the drug categories and ultima
afecreasing prescription drug expenditures.
dbdpartment would realize total estimated o
savings of $186,820 in FY 07-08 and $2,303,20
FY 08-09. This request will also fix the federahd
splits to be in compliance with federal regulation.

to

tive
"his
in

ely
The
ost
B in

Consequences if not
Funded

The Department would receive a lower match

for clinical services and have higher long termtgg
After the initial one time payment, the cost ofysig
in the Drug Effectiveness Review Program drops
one-third of the initial cost. In addition, TI
Department would be providing the Pharmacy

Therapeutics Committee with lower quality clinig
data and analysis. This would increase the likelh
of implementation problems as a result of poter
contentious drug classes.

rafbere are no benefits.

and
cal

ntial
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Implementation Schedule

Task Month/Year
Governor Signed Executive Order D 004 07 to CrdaePreferred Drug List January 2007
Internal Research/Planning Period January 2007
Documented Quote Posted for the Temporary Pref@rad List Contractor July 2007
Preferred Drug List Committee Rules Presented @dvadical Services Board and Withdrawn July 2007

Documented Quote Bids Reviewed, Contract NegotiahebApproved

August 2007

Preferred Drug List Committee Rules Representdti@¢dviedical Services Board

September 2007

Preferred Drug List and Committee Rules BecamecEe

October 2007

Committee Members Appointed by the Executive Doectf the Department

October 2007

Preferred Drug List Contractor Began Performanc€aftract

October 2007

First Committee Meeting

December 2007

First 3 Drug Classes Added to the Preferred Drgg) Li April 2008

Post Position for FTE April 2008

Hire 1.0 FTE Program Assistant July 2008

Join the Drug Effectiveness Review Project (DERP) July 2008

3 Additional Drug Classes Added to the Preferreddlrist July 2008

4 Additional Drug Classes Added to the Preferreddrist October 2008

4 Additional Drug Classes Added to the Preferreddrist (for 14 Total Drug Classes) January 2009
Evaluation of the Preferred Drug List Drug Classed the Consideration of Additional Classes Jankaop
Statutory and Federal Authority 25.5-5-506, C.R.S. (2007). Prescribed drugdization review.

(1) The state department shall develop and implémeinug utilization review process to
assure the appropriate utilization of drugs by pats receiving medical assistance in the
fee-for-service and primary care physician programbe review process shall include
the monitoring of prescription information and shahddress at a minimum
underutilization and overutilization of benefit du Periodic reports of findings and
recommendations shall be forwarded to the stateudeyent.
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(2) It is the general assembly's intent that thplementation of a drug utilization review
process for the fee-for-service and primary carggptian programs will produce savings
within the state's Medicaid program. The state dgpant, therefore, is authorized to use
savings in the medical services premiums appropmatto fund the development and
implementation of a drug utilization review procdes these programs, as required by
subsection (1) of this section. The state departmmay contract on a contingency basis
for the development or implementation of the reypescess required by subsection (1)
of this section.

(3) (a) The state department shall implement drilization mechanisms, including, but
not limited to, prior authorization, to control dssin the medical assistance program
associated with prescribed drugs. The state bohall promulgate a rule that outlines a
process in which any interested party may be matifof and comment on the
implementation of any prior authorization for a staof prescribed drugs before the class
is prior authorized.

(b) The state department shall report to the heattd human services committees for the
house of representatives and the senate, or angessor committees, and the joint
budget committee no later than December 1, 2008,esach December 1 thereafter, on

plan utilization mechanisms that have been impléetenr that will be implemented by

the state department, the time frames for impleatiemt, the expected savings associated
with each utilization mechanism, and any other nmfation deemed appropriate by the

health and human services committees, or any ssmcesmmittees, or the joint budget

committee.

42 CFR 456.719 - Funding for DUR program.
FFP is available for the sums that the Secretaryedmines are attributable to the

Statewide adoption of a DUR program as describetthénsubpart, and payment is made
under procedures established in part 433 of thieptér as follows:
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(@) For funds expended by the State during caleydars 1991 through 1993, at the
rate of 74 percent.

(b) For funds expended by the State after Dece®bet993, at the rate of 50 percent.
42 CFR 432.50 - FFP: Staffing and training costs

(b) Rates of FFP. (1) For skilled professional matijgersonnel and directly supporting
staff of the Medicaid agency or of other public ges (as defined in Sec. 432.2), the
rate is 75 percent.

(d) Other limitations for FFP rate for skilled pre$ésional medical personnel and directly
supporting staff--(1) Medicaid agency personnel atadf. The rate of 75 percent FFP is
available for skilled professional medical persohnaed directly supporting staff of the
Medicaid agency...

() The expenditures are for activities that areedtly related to the administration of
the Medicaid program, and as such do not includeeexditures for medical assistance;

(i) The skilled professional medical personhaVe professional education and
training in the field of medical care or appropréamedical practice. ~Professional
education and training" means the completion @fyear or longer program leading to
an academic degree or certificate in a medicallated profession. This is demonstrated
by possession of a medical license, certificategtber document issued by a recognized
National or State medical licensure or certifyingganization or a degree in a medical
field issued by a college or university certifigddprofessional medical organization.
Experience in the administration, direction, or iementation of the Medicaid program
is not considered the equivalent of professiorahing in a field of medical care.

(i) The skilled professional medical persohaee in positions that have duties and
responsibilities that require those professionatinal knowledge and skills.
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Performance Measures:

(iv) A State-documented employer-employeeiosiship exists between the Medicaid
agency and the skilled professional medical persband directly supporting staff; and

(v) The directly supporting staff are secretarialhonprovide clerical services that are
directly necessary for the completion of the pref@sal medical responsibilities and
functions of the skilled professional medical statie skilled professional medical staff

must directly supervise the supporting staff arelghrformance of the supporting staff's
work.

This Supplemental and Budget Amendment requesttaffthe following Performance
Measure:
» Decrease Medicaid pharmaceutical costs for thetapelasses on the Preferred
Drug List.

The Department believes that a preferred drug wWst provide the high quality
prescription medications required by clients. lenpenting the preferred drug list program
will allow the state to increase the cost effickerad pharmaceutical purchases through
manufacture agreements and supplemental rebates.
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Appendix 1: FY 07-08 Baseline

8

Drug Classes| Drug Classes -
Row Item 1-6 714 Total Description
A [Maximum Potential Savings (FY 07-08) $1,494,56 $996,34 $2,490,95FY 06-07 Drug Expenditures * 2.78% * 8.789
See Narrative
B |Savings Per Drug Class $249,09 $124,54 Row A / 6 for Drug Classes 1-6 and Row A /
for Drug Classes 7-14, Rounded to 2 Decima|
Places
C |Savings Per Drug Class Per Month 20554 $10,37 Row B/ 12, Rounded to 2 Decimal Places
Appendix 2: Estimated Savings for Drug Classes Impmented April 1, 2008
Drug Classes| Drug Classes -
Row 1-6 714 Total Description
A |Number of Drug Classes Implemer 3 G Preferred Drug List Implementation Plan
B |Savings Per Drug Class Per Month $20,75 $10,37 Appendix 1, Row C
C |Effective Number of Months in Fiscal Year 3 3 féreed Drug List Implementation Plan
D [Total Savings FY 07-08 $186,82 $0 $186,82(Row A * Row B * Row C
E |Estimated Growth in Drugs 8.78%Average Growth Rate December 2006-June
2007
F |Estimated Savings Per Drug Class Per M $22,58 $11,29 Row B * (1+ Row E), Rounded to 2 Decimal
(FY 08-09) Places
G |Effective Number of Months in Fiscal Year 12 12 reférred Drug List Implementation Plan
H [Total Savings FY 08-09 $812,89 $0 $812,89IRow A * Row F * Row G
| |[Estimated Growth in Drugs 8.78%Average Growth Rate December 2006-June
2007
J |Estimated Savings Per Drug Class Per M $24,56 $12,28] Row F * (1 + Row I), Rounded to 2 Decimal
(FY 09-10) Places
K [Effective Number of Months in Fiscal Yea 12 12 referred Drug List Implementation Plan
L [Total Savings FY 09-10 $884,26 $0 $884,26:Row A * Row J * Row K
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Appendix 3: Estimated Savings for Drug Classes Impimented July 1, 2008

Drug Classes

Drug Classes

Row 1-6 .14 Total Description

A |Number of Drug Classes Implemer 3 0 Preferred Drug List Implementation Plan

B |Estimated Growth in Drugs 8.78%Average GroR#tiie December 2006-June 20

C [Estimated Savings Per Drug Class Per M $22,58 $11,29 Appendix 1, Row C * Row B, Rounded to 2
(FY 08-09) Decimal Places

D |Effective Number of Months in Fiscal Yea 12 12 Preferred Drug List Implementation Plan

E [Total Savings FY 08-09 $812,89 $0 $812,89{Row A * Row C * Row D

F |Estimated Growth in Drugs 8.78%Average GroR#te December 2006-June 20

G [Estimated Savings Per Drug Class Per M $24,56 $12,28 Row C * (1 + Row B), Rounded to 2 Decimal
(FY 09-10) Places

H |Effective Number of Months in Fiscal Yea 12 12 Preferred Drug List Implementation Plan

| [Total Savings FY 09-10 $884,26 $0 $884,26{Row A * Row G * Row H

Appendix 4: Estimated Savings for Drug Classes Impmented October 1, 2008
Row Druglc_léasses Drug7_CiIisses Total Description

A Number of Drug Classes Implemer Qg 4 Preferred Drug List Implementation Plan

B |Estimated Growth in Drugs 8.78%Average GroRitie December 2006-June 2(

C |Estimated SavingseP Drug Class Per Mon $22,58 $11,29 Appendix 1, Row C * Row B, , Rounded to 2
(FY 08-09) Decimal Places

D |Effective Number of Months in Fiscal Yea 9 9 Preferred Drug List Implementation Plan

E [Total Savings FY 08-09 $Q $406,45{ $406,45Row A * Row C * Row D

F |Estimated Growth in Drugs 8.78%Average GroRette December 2006-June 2(

G [Estimated Savings Per Drug Class Per M $24,56 $12,28 Row C * (1 + Row B), Rounded to 2 Decimal
(FY 09-10) Places

H |Effective Number of Months in Fiscal Yea 12 12 Preferred Drug List Implementation Plan

| [Total Savings FY 09-10 $Q $589,52| $589,52)Row A * Row G * Row H

07

07
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Appendix 5: Estimated Savings for Drug Classes Impmented January 1, 2009

Drug Classes

Drug Classes

Row 1-6 712 Total Description
A |Number of Drug Classes Implemer 0 4 Preferred Drug List Implementation Plan
B |Estimated Growth in Drugs 8.78%Average Growth Rate December 2006-June 2007
C [Estimated Savings Per Drug Class Per M $22,58 $11,200Q Appendix 1, Row C * Row B, Rounded to 2
(FY 08-09) Decimal Places
D |Effective Number of Months in Fiscal Yea 6 6 fereed Drug List Implementation Plan
E [Total Savings FY 08-09 $Q $270,96! $270,96{Row A * Row C * Row D
F |Estimated Growth in Drugs 8.78%Average Growth Rate December 2006-June 2007
G [Estimated Savings Per Drug Class Per M $24,56 $12,28 Row C * (1 + Row B), Rounded to 2 Decimal
(FY 09-10) Places
H |Effective Number of Months in Fiscal Yea 12 12 reflerred Drug List Implementation Plan
| [Total Savings FY 09-10 $Q $589,52] $589,52|Row A * Row G * Row H
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Appendix 6: Calculating Total Savings by Fiscal Yea

Fiscal Drug Class
Year | Month 1 2 3 4 5 ] 7 8 2 10 11 12 13 14| Total Savings
- Apr-08| 320,758 | $20,758 | 20,758 $62,273
E May-08| $20,755 | $20,758 | $20,758 $62,273
o Jun-08| 320,758 | $20,758 | $20,758 $62,273
Savings| $62,273 | $62,273 | $62,273 $0 0 0 0 $0 $0 $0 $0 $0 $0 $0 $184,820
Jul-0%| $22580 | $22.580 | $22580 | $22580 | $22.580 | $23.580 $135,482
Aug 08| $22530 | $22580 | $22580 | $22580 | $22.580 | $22,530 $135.432
Sep-08| $22520 | $22,580 | $22,580 | $22,580 | $22,580 | $22.580 $135,422
Oct-08| $22520 | $22520 | $22,580 | $22,520 | $22,580 | $22,520 | $11,200 [ $11,200 | $11,290 | $11,290 $120,644
Nov-08| §22 580 | $22580 | $22580 | $22580 | $22,580 [ $22580 | $11,290 | $11,200 | $11.200 | $11,290 $180 644
= Dec 08| §22580 | $22580 | $22580 | $22,580 | $22,580 | $22,580 | $11,200 | $11,200 | $11,200 | $11,290 $120,644
é Jan-0%| §22 520 | $22,580 | $22,580 | $20,580 | $22,580 | $22.580 | $11,290 | $11,200 | $11290 [ $11.290 | $11290 | $11,290 | $11,290 | $11,290 $325,205

Feh-09( $22580 [ §22580 | $22580 | $22580 | $22,580 | $22580 | $11,200 | $11,200 | $11200 | $11.290 | $112%0 | $11.200 | $11.200 | 11,200 $225 805

Mar-09| $22580 | $22.580 | $22,580 | $22580 | $22580 | $22.580 | $11.200 | $11.200 | $11,200 | $11.290 | $11.290 | $11.200 | $11.2900 | 11,290 $225.805

Apr0%| §22520 | $22,580 | $22,580 | $22,580 | $22,580 | $22.580 | $11,200 | $11,200 | $11,200 [ $11,290 | $11,290 | $11,290 | $11,200 | $11,290 $225,805

May-09| $22530 | $22,580 | $22,580 | $22,580 | $22,5%0 | $22,580 | $11,200 | $11,200 | $11,200 | $11200 | $11,290 | $11,200 | $11,200 | $11,200 $225,205

Jun-09| §32 580 | §22.580 | $22580 | $22580 | $22.580 | $23580 | 11,290 | $11.200 | §11200 [ £11290 [ $11.290 | $11.290 | $11.200 | $11.290 $i225,805

Savings | $270,%4 | $270,964 | $270,964 | $270,964 | $270,964 | $270,964 | $101,613 | $101,613 | $10L,603 | $100,613 | $67,742 | $67,742 | $67,742 | $67,742 $2,303,208

Jul-0F | $24.563 | §24.583 | $24563 | $24.563 | $24.563 | $24.563 | $12282 | $12282 | $12223 | $12283 | 12,282 | $12282 | $12282 | $12282 $245,631

Aug-08| $24553 [ $24,583 | $24,563 | $24.563 | $24.503 | $24.563 | $12282 | $12280 | $12283 | $12287 | 13282 | $12232 | $12282 | $12380 $245,631

Sep-08| $243563 | $24563 | $24563 | $24.563 | $24.563 | $24.563 | $12282 | $12282 | $12282 | $12282 | $12282 | $12282 | $12383 | $12.282 $245,631

Oct-08| $24563 | $24563 | $24,563 | $24563 | $24.563 | $24563 | $12.282 | $12282 | $12282 | $12282 | $12232 | $12,282 | $12.282 | $12.282 $245,631

Nov-08( §24583 | $24563 | $24563 | $24563 | $24.563 | $24563 | $12282 | $12282 | $12222 | $12282 | $12.282 | $12282 | $12282 | $12282 $245 631

Dec-08| $24563 | $24563 | $24563 | $24563 | $24.563 | $24.553 | $12282 | $12282 | F12282 [ $12282 | $12282 | $12287 | 12282 | $12282 $245,631

Jan-0%| §24563 | 24563 | $24.563 | $24.563 | $24.563 | $24.563 | 12282 | $12282 | $12282 | $12282 | $12282 | $12282 | $12282 | $12,282 $245.631

FY 02-10

Febh-0%| §24563 | $24563 | $24.563 | $24.563 | §24.563 | $24.563 | $12,282 | $12,282 | $12,282 | $12.282 | $12282 | $12282 | $12,282 | $12,282 $245,631

Mar-09| $24563 | $24563 | $24.563 | $24.563 | 924563 | 324,563 | $12282 | $12282 | $12282 | 12282 | 412282 | 412230 | $12282 | $12.282 4245631

Apr-08| $243563 [ §24563 | $24563 | $24.563 | $24.563 | $24.563 | $12282 | $12282 | $12287 | $12282 | $13282 | $1273837 | $1238D | §12282 $i245 631

May- 09| $24563 | $24563 | $24.563 | $24.563 | $24563 | $24563 | $12282 | $12282 | $122870 | $122820 | $12282 | $12282 | $12282 | $12282 $245 631

Jun09( §24.553 | §24563 | $24.563 | $24.563 | $24.563 | $24563 | $12282 | $12283 | $12283 | 12283 | $12,282 | $12282 | $12282 | $122E2 $245,631

Savings| $204,755 | $204,755 | $204,755 | $204,755 | $204,755 | $204,755 | $147,380 | $147,380 | $147,380 | $147,380 | $147,380 | $147,380 | $147,380 | $147,380 |  $2,947,570
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