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DEPARTMENT OF HEALTH CARE POLICY  
AND FINANCING 

 
FY 2011-12 Budget Proposal 

June 27, 2011 
 

 
 
 
Proposal: The Department requests an increase to the Medical Services Premiums appropriation in the 
amount of $1,250,589 total funds, $544,874 General Fund in FY 2011-12 and $1,550,910 total funds, 
$675,722 General Fund in FY 2012-13.  This funding is necessary to backfill the 0.75% reduction to 
pharmacy reimbursement approved in March 2011 Figure Setting and incorporated into the Department’s 
FY 2011-12 appropriation via SB 11-209. 
 
As part of the budget balancing package submitted by the Department for FY 2011-12, FY 2011-12 BA-9: 
“Medicaid Budget Balancing Reductions” included a 0.50% rate reduction to pharmacy reimbursement.  
Additionally, the Department proposed an expansion of the State Maximum Allowable Cost (SMAC) drug 
list.  Both actions were accepted by the Joint Budget Committee and the Joint Budget Committee voted to 
further increase the level of the rate cut proposed by the Department to 0.75%. 
 
On June 20, 2011, the Joint Budget Committee (JBC) sent a letter to the Department requesting that the 
Department retract implementation of the 0.75% rate reduction to pharmaceuticals. The JBC has indicated 
that it now believes that implementation of both the rate reduction and the expansion of the State Maximum 
Allowable Cost (SMAC) drug list would restrict access of pharmaceuticals to Medicaid clients.  
 
Consistent with the Joint Budget Committee’s request, the Department is not implementing the 0.75% rate 
reduction to pharmacies.  As a result, the Department’s FY 2011-12 appropriation will be underfunded by 
the amount of the rate reduction.  To backfill the reduction, the Department requests an increase in funding 
of $1,250,589 in FY 2011-12 and $1,550,910 in FY 2012-13.  Fund splits are shown below. 
 
 

Summary of Request  Total 
Funds 

General 
Fund 

Cash 
Funds 

Federal 
Funds FY 2011-12 

Total Request  $1,250,589 $544,874 $73,704 $632,011

(2) Medical Services Premiums $1,250,589 $544,874 $73,704 $632,011

Summary of Request  Total 
Funds 

General 
Fund 

Cash 
Funds 

Federal 
Funds FY 2012-13 

Total Request  $1,550,910 $675,722 $91,404 $783,784

(2) Medical Services Premiums $1,550,910 $675,722 $91,404 $783,784
 
 

Reversal of FY 2011-12 Pharmacy Rate Reduction 

 

 

Susan Birch 
Executive Director 


