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

CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

BRI-1

Change Request Title:

Revised Tobacco Tax FunenGBMS

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

X]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

[ |Budget 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

[ INew data resulting in substantial changes in fupdieeds
[ ]Unforeseen contingency such as a significant warkichange

This Base Reduction Item seeks to refinance $867jn General Fund and $149,195
Cash Funds Exempt from the Children’s Basic HeRldn Trust Fund with Health Care
Expansion Fund money in the Colorado Benefits Mansmt System line. This funding
will be used to pay the processing costs associattd expansion clients served by
Medicaid and the Children’s Basic Health Plan, eesipely, as a result of the passage of
HB 05-1262.

During the elections of 2004, Colorado voters pagsmendment 35 that authorized the
State of Colorado to levy an additional tax on m@f@s and other tobacco products.
Amendment 35 stipulated that the additional reverniected as a result of the tobacco
tax will be used to provide tobacco education paotg, smoking prevention programs,
and additional health care services for Coloragosulation.

In order to utilize revenue generated by the tobdeg, the Colorado Legislature passed
HB 05-1262 during the 2005 legislative session.is Till specified the types of services
and populations that could be funded with the tobatax revenues. Of the programs
created in HB 05-1262, the Department administezPrimary Care Fund and the Health
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Care Expansion Fund directly. The Department ésofunds appropriated to it for other
programs administered by the Department of Humawic&s and the Department of
Public Health and Environment.

The Health Care Expansion Fund provides fundingafaumber of expansion populations
created as a result of HB 05-1262, as follows:

» Expansion of the Children’s Basic Health Plan cagerto include individuals between
186% and 200% of the federal poverty level,

» Coverage for clients enrolled in the Children’s iBddealth Plan above the FY 03-04
enroliment levels,

» Clients eligible for Medicaid due to the removalloé¢ asset test,

* Elimination of the Children’s Extensive Support dkildren’s Home and Community
Based Services waitlists,

* Medical assistance to legal immigrants,

* Expansion to 60% of the federal poverty level fargnts of Medicaid or Children’s
Basic Health Plan eligible clients,

* Presumptive Eligibility for pregnant women.

An additional stipulation of the Health Care ExpansFund money in HB 05-1262 was
that the funds could only be used to serve pojurateligible as a result of expanded
eligibility criteria.

Eligibility for each of these expansion populationsth the exception of the presumptive
eligibility population, is processed through theld@@ado Benefits Management System.
The Colorado Benefits Management System is the eStaintegrated eligibility

determination system that processes eligibility 3 medical and financial assistance
programs administered by the Department or the eeat of Human Services.

Currently, State and federal costs for the Color8agmefits Management System are
allocated to each program through the Colorado féeridanagement System calculator,
with the exception of a small portion of Health €&ixpansion Fund money that receives
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General Description of Reqguest

a 50% federal Medicaid match only. This calculasahe only federally approved method
of allocating costs among the various programsreegive federal match funds.

When the Department projected the impact of HB 621 it requested $125,728 in total
funds for additional mailings required as a resfithe expansion populations, without any
additional funding to pay for operational costsoagsted with eligibility processing.

This is a technical adjustment to the currentrappation as the Department would
realize a General Fund savings of $417,996 thatldvba offset by an increase in the
amount of Cash Funds Exempt requested. In addifi@nrequest refinances $149,195 in
Cash Funds Exempt from the Children’s Basic He&lthn Trust with Health Care
Expansion Fund revenue to pay for processing diligibf expansion clients. There is a
net-zero total funds change to this request.

The Department believes that Health Care ExpanBiomd money is the appropriate
revenue stream to fund the clients eligible for Meai or the Children’s Basic Health

Plan as a result of the expanded eligibility groapesated in HB 05-1262. However, since
FY 05-06, all eligibility processing for expansialients (with the exception of $125,728
for mailings and postage) has being financed thnabhg Colorado Benefits Management
System calculator. The Colorado Benefits ManagérSgstem calculator, unfortunately,

allocates costs among the various Medicaid, ChldrBasic Health Plan, and OIld Age
Pension Fund programs, without any adjustment éav revenue streams since it was first
derived for financing the CBMS development cosbaition, including Health Care

Expansion Fund revenue. Because of this, the Depat believes that there is a
significant amount of State share in operationastofor the Colorado Benefits

Management System that can be refinanced with M€&ate Expansion Fund moneys.

This request only seeks to refinance the allowMselicaid and Children’s Basic Health
Plan expansion client eligibility costs. Because Health Care Expansion Fund does not
provide funding for increased eligibility in thedAge Pension program, this request does
not seek Cash Funds Exempt from the Health CareartSipn Fund to supplant any
portion of the Old Age Pension share of the Color&gnefits Management System’s
operational costs. Additionally, even though thealkth Care Expansion Fund does
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provide funding for the Medicaid Presumptive Elilif§p population, since eligibility for
individuals enrolled in that program is not pro@kghrough the Colorado Benefits
Management System, this population was also exdlérden the refinancing calculation.

24-22-117 (2) (a) (II) (A-H), C.R.S. (2007) autlmes the State to pay for the
aforementioned expansion populations using Headtre &xpansion Fund money. This
request allows the Department to take advantages @hbility to pay for the expansion
populations’ administrative costs with Health Céhgpansion Fund money and realize
General Fund savings at the same time.

Consequences if Not Funded: If this request is not funded, the State would Ib@table to maximize the use of Health
Care Expansion Fund money as an offset to Genamatl And would not make a
consistent policy for using Health Care Expansiomnd= money to support the
administrative costs associated with expansiontslie

Calculations for Request: The following tables show how the Department davetl its calculation of the portion of
expansion fund clients served relative to the Diepamt’s projected caseload.

Summary of General Fund Impact of Budget Reductioritem #1
Total Funds General Cash Funds Federal Funds
Fund Exempt
FY 08-09 Base Request $7,975,468 $3,677,330 $532,547| $3,765,591
FY 08-09 Medicaid Expansion Client Refinancifiglfle 4, $0| ($417,996) $417,996 $0
row q)
Total FY 08-09 Request $7,975,468 $3,259,334 $950,543 $3,765,591
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Table 1: Projected FY 08-09 Expansion Caseload

Medicaid Projected Caseload
Expansion Adults 9,462
Legal Immigrants 3,512
Children's Home and Community Based Services 678
Children's Extensive Support 79
Asset Test Removal Population 35,536
Total FY 08-09 Projected Medicaid Expansion Caskloa 49,267
Children's Basic Health Plan

Medicaf 20,460
Prenatdl 1,377
Total FY 08-09 Projected Children's Basic HealtafPExpansion Caseload 21,837
Total FY 08-09 Projected Expansion Caseload 71,104

1) Caseload amounts taken from the Department’s Nogeh2007 Medical Services Premiums, Exhibits BAnRd -7.
2) Taken from the November 1, 2007 Children’s BasialtfePlan DI — 3, Exhibit C.3.

Table 2: Expansion Population as a Percent of Tot&aseload

Total Caseload

Children's Basic Health Plan Population - Total®#¢09 Caseload 63,978
Medicaid Population - Total FY 08-09 Caseload 383,067
Total Projected FY 08-09 Caseload 447,045
Children's Basic Health Plan Population - FY 08E0®ansion Caseload 21,837
Medicaid Population - FY 08-09 Expansion Caseload 49,267
Total Projected FY 08-09 Expansion Caseload 71,104
Children's Basic Health Plan Population (Equal1B37/447,045) 4.88%
Medicaid Population (Equal to 49,267/447,045) 11.02%
Total Projected Percent Expansion Caseload 15.91%
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Table 3: Allocation of Funding for the Expansion ®pulation
Description Amount
a. FY 08-09 Base Request Funding for CBMS Opersatitom Health Care Policy and Financing Only $8,826
b. Projected Total Caseload (November 1, 2007 Budgguest, Exhibit EB-1, DI-3 Exhibit C.3) 447,045
c. FY 08-09 Projected Medicaid Expansion Caseldam/émber 1, 2007 Budget Request, Exhibit EA-1) 49,267
d. FY 08-09 Projected Medicaid Expansion Caselsaa Bercent of Total Caseload (c / b) 11.G
e. FY 08-09 Base Request that should be allocateziMedicaid Expansion Caseload (a * d) $961,72
f. Health Care Expansion Fund portion (e * 50%) $480,860
g. Federal Funds portion (e * 50%) $480,860
h. FY 08-09 Projected CBHP Expansion Caseload (hbvee 1, 2007 Budget Request, DI-3 - Exhibit C.3) 21,837
i. FY 08-09 Projected CBHP Expansion CaseloadRsraent of Total Caseload (h / b) 4.88%
J. FY 08-09 Base Request that should be allocated CBHP Expansion Caseload (a * i) $426,27
k. Health Care Expansion Fund portion (j * 35%) $149,195
l. Federal Funds portion (j * 65%) $277,076
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Table 4: FY 08-09 Medicaid Ex

ansion Population Ned

Cash Funds Exempt

Health Care Children's

Total General Expansion Basic Health Federal

Funds Fund Fund Plan Funds
m. Need for Medicaid Expansion Clients (e through g
Table 5) $961,720 $0 $480,860 $0| $480,860
n. Base Request Funding for Expansion Clients (asdJ
100% Medicaid) $125,728 $0 $62,864 $0 $62,864
0. Health Care Expansion Funding for Medicaid
Expansion Clients Beyond Base Request Fundingr(m|- $835,992 $0 $417,996 $0| $417,996
p. Offsetting Reduction to Traditional Medicaid &Zit
Funding for this Expansion Population ($835,9p2$417,996) $0 $0| ($417,996)
g. Request for Medicaid Expansion Clients
Refinancing (o + p) $0| ($417,996) $417,996 $0 $0

Table 5: FY 08-09 Children's Basic Health Plan Exansion Population Need
Cash Funds Exempt
Health Care Children's

Total General Expansion Basic Health Federal

Funds Fund Fund Plan Funds
r. Need for CBHP Expansion Clients (j through Table
5) $426,271 $0 $149,195 $0| $277,076
s. Base Request Funding for Expansion Clients fasgu
0% for CBHP) $0 $0 $0 $0 $0
t. Health Care Expansion Funding for CBHP Expansion
Clients Beyond Base Request Funding (r - s) $426|27 $0 $149,195 $0| $277,076
u. Offsetting Reduction to Traditional CBHP Client
Funding for this Expansion Population ($426,2]71) $0 $0 ($149,195) ($277,076)
v. Request for Medicaid Expansion Clients
Refinancing (t + u) $0 $0 $149,195 ($149,195) $0
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Assumptions for Calculations:

Table 1

The Department has used the latest FY 08-09 cakegdoajection of the expansion
populations, except for the asset test removal latipn, as reported in the November 1,
2007 Budget Request, Tobacco Tax Update, Apperatpe 2. For the asset test removal
population, the Department has used the caseldadmation as reported in its tobacco
tax report on this population and adjusted it fece the fact that the Department cannot
obtain asset information on approximately half b tpotential asset test removal
population. The Department must rely on informatmollected from individuals that
apply for Medicaid and a financial assistance pmogthat requires asset information to
project the total asset test removal population.

Table 2

In this table, the Department has reported thel trdaeload for the Children’s Basic

Health Plan and Medicaid programs for FY 08-09 @sented in the November 1, 2007
caseload update. The Department has taken aofdati@ projected expansion population
caseload reported in Table 1 to the total populatisted in Table 2 to calculate the

portion of all Health Care Policy and Financing @ablo Benefits Management System
activity that can be attributed to the Health C&gansion Fund populations. As

reported in the table, roughly 4.88% of all Colard8lenefits Management System costs
can be attributed to the Children’s Basic HealthnRéxpansion clients and 11.02% are
attributable to Medicaid expansion clients.

Table 3

Table 3 provides the detail regarding the Departimeprojection of Health Care
Expansion Fund need. The Department has used¥h@8F09 Base Request for the
Colorado Benefits Management System as shown o8¢hedule 3s, (6) DHS Medicaid
Funded Programs tab, page D.6-6.

The portion of total funding attributable to the dimid expansion population was

calculated by taking the product of the FY 08-090Cado Benefits Management System
base and the ratio of Medicaid expansion caseloddtal caseload as calculated in Table
2. Because Medicaid expenditures receive a 50%rdkdnatch, the total expansion

Medicaid portion is multiplied by 50% to calculdtee State’s portion of costs.

Page G-9



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

The portion of Children’s Basic Health Plan TrusinB money that will be replaced with

Health Care Expansion Fund money was calculatechuch the same way that the
Medicaid portion was calculated. However, the @bkih’'s Basic Health Plan receives a
65% match on State expenditures, so the amounhitdrén’s Basic Health Plan Trust

Fund money that could be replaced with Health Gggansion Fund Cash Funds Exempt
is markedly different than it would be for Medicaidsts.

Table 4

In Table 4, the Department has outlined the tymesaanount of funding changes needed
to allocate the proper portion of total Medicaidoamsion client costs to the Colorado
Benefits Management System line. In total, the &&pent has projected that $480,860
in General Fund can be replaced with Health CangaBsion Fund money. However,

because $62,864 in Health Care Expansion Fund muaeplready been appropriated to
the Colorado Benefits Management System line, thpaliment has assumed that this
amount will partially offset the total need. Theaf projected Health Care Expansion
Fund need is $417,996 in Cash Funds Exempt. Pledse to the assumptions and

calculations for Table 3 for further information bow these projections were developed.

Table 5

Table 5 provides the changes that will be necedsacprrect the amount of Health Care
Expansion Fund money that will replace Cash Fund=nipt from the Children’s Basic
Health Plan Trust Fund. Because the amount oftkl&€2dre Expansion Fund money
already appropriated to the Colorado Benefits Manant uses the Medicaid federal
match rate of 50%, the Department has assumedhiag was no Health Care Expansion
Fund money used to credit the State’s portion ald@n’s Basic Health Plan expansion
clients’ administrative expenditures. The Departtries projected a Cash Funds Exempt
need from the Health Care Expansion Fund of $140,1Because the Children’s Basic
Health Plan receives a 65% federal match on experdj reallocating $149,195 in Cash
Funds Exempt requires a reallocation of $426,2Pkase refer to the assumptions and
calculations for Table 3 for further information bow these projections were developed.
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Impact on Other Government Agencies: This request does not affect any other State @ggendecause this request is a net-zero
total funds request for the Department, all furrdsdferred to the Department of Human
Services will remain unchanged in total.

Cost Benefit Analysis

Cost (Total Funds) Benefit

$0 | The Department would be able to realize a Genaratisavings of $417,996 |if
this request is approved. In addition, the Depantmwould reflect the
appropriate funding source for the administratigsts for Health Care Expansion
Fund clients served through the Department's vanmwagrams. This request also
allows the Department to utilize $149,195 in He&@#wre Expansion Fund Cagsh
Funds Exempt in place of the same amount of CimldrBasic Health Plan Cash
Funds Exempt moneys for expansion clients.

Statutory and Federal Authority 24-37.5-101, C.R.S. (2007) Legislatiexldration - findings.(1) The general assembly
hereby finds and declares that: (a) Communicatiord @anformation resources in the
various agencies of state government are valuabigegic assets belonging to the
people of Colorado that must be managed accordjr{glyTechnological and theoretical
advances in the area of communication and inforomatuse are recent in origin,
immense in scope and complexity, and progressimidisg (c) The nature of these
advances presents Colorado with the opportunitgrtivide higher quality, more timely,
and more cost-effective governmental services; Adgncies independently acquire
uncoordinated and duplicative information resourtechnologies that are more
appropriately acquired as part of a coordinatedoefffor maximum cost effectiveness
and use; (e) The sharing of communication and mfdron resource technologies
among agencies is often the most cost-effectiveanaif providing the highest quality
and most timely governmental services that woulteretise be cost prohibitive; (f)
Considerations of both cost and the need for tlamdfer of information among the
various agencies and branches of state governnmettta most timely and useful form
possible require a uniform policy and coordinatgdtem for the use and acquisition of
communication and information resource technolggasd (g) It is the policy of this
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state to coordinate and direct the use of commtuimicaand information resources
technologies by state agencies and to provide as 8s possible the most cost-effective
and useful retrieval and exchange of informatiorthbwithin and among the various
state agencies and branches of government and tlnenstate agencies and branches of
government to the people of Colorado. To that ¢imel office of information technology
is created.

25.5-4-205, C.R.S. (2007) Application - verificatiof eligibility - demonstration project -
rules - repeal(1) (a) Determination of eligibility for medical befits shall be made by
the county department in which the applicant resi@xcept as otherwise specified in this
section. Local social security offices also detemneligibility for medicaid benefits at
the same time they determine eligibility for supmatal security income. The state
department may accept medical assistance applicati@and determine medical
assistance eligibility and may designate the pgvagérvice contractor that administers
the children's basic health plan, Denver health amospitals, a hospital that is
designated as a regional pediatric trauma centsrdafined in section 25-3.5-703 (4) (f),
C.R.S., and other medical assistance sites detedhmecessary by the state department
to accept medical assistance applications, to deitee medical assistance eligibility,
and to determine presumptive eligibility. When skete department determines that it is
necessary to designate an additional medical amstst site, the state department shall
notify the county in which the medical assistante s located that an additional
medical assistance site has been designated. Asgrp&ho is determined to be eligible
pursuant to the requirements of this article andicdeés 5 and 6 of this title shall be
eligible for benefits until such person is deteretirio be ineligible. Upon determination
that any person is ineligible for medical benefitse county department, the state
department, or other entity designated by the sigf@artment shall notify the applicant
in writing of its decision and the reason therefoBeparate determination of eligibility
and formal application for benefits under this alti and articles 5 and 6 of this title for
persons eligible as provided in sections 25.5-5-20# 25.5-5-201 shall be made in
accordance with the rules of the state department.
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Performance Measures: This request is supportive of the following penfiance measure because it seeks to
increase the Department’s budgetary accuracy ataihg expenditures to the Health
Care Expansion Fund for Colorado Benefits Manage@gstem eligibility processing:

* Maintain or reduce the difference between the Diepamt’s spending authority and
actual expenditures for Medicaid services.
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Decision Item FY 08.09

Base Reduction ltem FY 0809 ¥

Change Request for FY 08-09 Budget Request Cycle

 Supplemental FY 07.08

Budget Request Amendment FY 08-09 -

IT Request:

Yes ¥
Request Affects Other Depanmems

No

Requevst Title: Implement Preferred Drug List o o ‘ » ~
Department:. Health Care Policy and Financing Dept. Approvalby:  Joiph Bartholo o/ﬁ D;;e: ~ Now er1 2007
Priority Number: BRI-2 OSPB Approval: V'Date: '0 l7 (14 ///,7
1 2 3 4 5 6 s T 8 "9
Total Decigion: | | Total | Change
Prior-Year Supplemertal | Revised | Base __Base Novemher 1 | Budget | Revised | fromBase
Actual Appropriation Request Request | Request Reduction Request Amendment |  Request {Column 5)
Fund FY 0607 FY 0708 FY 07-08 FY 07-08 FY 08-09 FY 08-09 FY 08-09 FY 08-09 FY 08.09 FY 09-10
Total of All Line ltems | Total|2,061,688,245 | 2,148,163 051 | 02148163051 |2147 931133 | (793,091)|2147.138042] 027147138042 (1.312.041)
FTE 0.00 0.00 0.aa 0.00 0.00 0.00 0.00 0.00 - 0.00 0.00
 GF| 633450573 | 652497 536 0| 652497536 | 651588778 | (320 510) 651,268,268 0| 651268268 (579 .985)
GFE| 343,100,000 | 343,300,000 | 0| 343900000 | 343900000 343,900,000 0| 343900000 0
CF o] 328 0 8256|3826 0 38,256 0} 3826 0
CFE| 48860206 | 76,001,368 0| 76001368 76794167 0| 76794167 0| 76794167 T
FF[1,036,277 467 | 1,075,725 891 011,075,725 891 |1,075609 832 (472 581)| 1,075,137 351 0 ]1.075137 351 {732,056)
{1} Executive Director’s ) S ] ) N ]
oOffice Total 291438 304,143 0 304,143 304,143 0 304,143 0| 304,143 0
Drug Utilization FTE ~0.00 0.00 0.00 0.00 0.00 0.00 0.00 00| 000 0.00
Review GF 72859 76036 0 76,036 760% | 76,036 152,072 0 152072 76,036
 GFE o 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE| 0 "0 0 0 0 ol o 0 0 0
FF 218,579 228,107 0 228107 228,107 {(76.036) 152,071 0 152,071 (76.,036)
{2} Medical Services . . . v . . i
Premiums Total|2 061,396 808 | 2,147 856,908 0 | 2,147 858,908 |2,147 526 990 (793,091)| 2,146 833 899 012146833899 | (1312041
FTE|  ooo] 0.00 0.00 0.00 0.00 000 0.00 00| 0.00 000
GF| 633377714 652,421 500 0| 652421500 651512742 (396 546)| 651,116,196 0| 651,116,196 (656,021)
GFE| 343,100,000 | 343,900,000 0| 3433900000 343 ,900,000 0| 343 900 UUUV 0| 343 900,000 § 0
_____ CF ol 38256 0 38256 38,256 0 38256 0 38,256 0
CFE| 48860206 | 76001368 0| 76001368| 76,794,167 0| 76794167 0| 76794167 0
FF 1,035,058,888 1,075 497 784 0 [1,075,497 784 |1,075,381.825 {396 545) 1,074 985,280 011,074,985 280 (656.020)
Lettemote revised text T - — o - . -
Cash Fund name/number, Federal Fund Grant hame: FF: Title XX
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

BRI-2

Change Request Title:

Implement Preferred Drug List

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

X]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

[ |Budget 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

[ INew data resulting in substantial changes in fupdieeds
[ lUnforeseen contingency such as a significant warkichange

This Base Reduction Item is for a reduction ipenditures of $793,091 total funds in FY
08-09 for a contractor to implement a preferredgdiist (PDL) pursuant to Executive
Order D 007 04. As part of this request, the Depant would correct the federal match
rate for the Drug Utilization Review line includinibe new preferred drug list contractor,
the drug utilization review contract with Healthifdrmation Design, Inc. (HID) and the
pharmacist incentive payments. This correction ld/@adljust the line from a 75% federal
match rate to a 50% federal match rate.

In January 2007, Governor Ritter signed Executivele® D 004 07 establishing a
preferred drug list for Colorado’s Medicaid prograrmhe 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
preferred drug list after evaluating various methotlimplementation and determining the
best option for Colorado. In addition, the Depamtwill be responsible for forming a

Pharmacy and Therapeutics Committee responsibleef@luating clinical data and

evidence on all drugs under consideration for siolu in the preferred drug list. The

Page G-2



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

Department will also evaluate and pursue suppleshembates to further facilitate
providing pharmaceuticals for Medicaid clientsls towest possible cost.

Also proposed under SB 05-022, a 15-member PharmadyTherapeutics 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 which B&@& referenced from the
Legislative Council's May 3, 2005 fiscal note foB $5-022 which stated “to provide
the professional expertise required to create phef¢rred drug list]... and to provide
general support to the committee” (Figure Settipghruary 14, 2007, page 14). While
this bill failed during the second House readitgyrovided the basis for the JBC action
related to the Executive Order. In addition, $880, was appropriated for Medicaid
Management Information Systems changes, (Figuren§eMarch 8, 2007, page 105),
and $670,376 was removed from the Department’sogpjation for Medical Services
Premiums to reflect six months of expected savingdrug costs for FY 07-08 (Figure
Setting, March 8, 2007, page 52).

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 $18&,®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
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to the scope of work, the Department changed tassification for these FTE. As a
result, the FTE include a General Professional VPharmacist Il and a General
Professional Ill. The Department will retain marfythe responsibilities of administering
the preferred drug list. Specific duties for the BTE are provided below.

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

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

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

Submitting the State Plan amendment with the CeriberMedicare and Medicaid and
monitoring the preferred drug list program to asswompliance with federal
regulations;

Reviewing contractor analysis Medicaid drug uttiza data, average daily drug costs
and methodologies for determining the cost effectdss of drug classes;

Overseeing the supplemental rebate process inglusbiicitation of bids from drug
manufacturers and negotiating and managing thelaupeptal rebate contracts;
Assisting with the selection and appointment ofrRiaey and Therapeutic Committee
members.

The Preferred Drug List Pharmacist (Pharmacistvdyld be responsible for:

Acting as point of contact for all clinical quesisdissues for providers, drug
manufacturers, advocacy groups, Medicaid stakehgldend Pharmacy and
Therapeutic Committee members;

Reviewing quality of analysis provided by the prede drug list contractor before
making recommendations on which drugs should beidered for inclusion on the
preferred drug list;

Attending Pharmacy and Therapeutic Committee mgstin

Reviewing systems requirements for program impléatem including the
Prescription Drug Card System, customer servicelgsty and prior authorization
criteria;

Performing provider outreach and education, dedéited documents, and,;
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The Preferred Drug List General Professional Ililgddoe responsible for:

» Collaborating with Coordinator on researching anebpring documents including the
annual report on cost savings;

» Assisting the Pharmacist with the implementatiorsystem changes including review
of transmittals, testing plans and test resultckims processing;

e Assisting with program questions from clients, pdevs, pharmaceutical
representatives and others related to the program;

* Assisting with the details of the supplemental tebprocess including compiling,
tracking, following-up and reporting of bid statws all submitted bids from
pharmaceutical companies;

» Assisting with provider outreach and education byvling relevant information and
creating materials to be used by Department peetonn

In addition, the Department is reviewing the FTEprapriated to the Department for the
new Colorado Cares Rx program to identify any daple job duties that can be shared
by a single FTE and increase efficiency. If thep&gment determines that different
classifications are required, it will request argg@during the normal budget process.

Medicaid Management Information System

The Department received $340,880 for preferred disigosts related to the Medicaid
Management Information System in FY 07-08. Thisludes $290,000 for prior
authorizations and $50,880 for ongoing maintenarusts. Prior authorizations will be
required for all clients requiring non-preferredugs. 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 could be renegotiatéhe Department will be required to
pay a per unit cost between $10 and $12. As dtyéba Department expects to spend
the entire $290,000 appropriated for this purpobe.addition, 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 Systems maintenance.

Further, $170,371 in one-time system costs were atidded in FY 06-07 to make
Medicaid Management Information System developrobanges. 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

The Department assumes that to implement the ExecQrder in a timely manner, a
documented quotewill be necessary to begin the preferred drug Iihis will allow the
Department to move forward with the implementatiprocess with a temporary
contractor while preparing an RFP to hire a permawentractor. This contract will
begin in December 2007 and will end in June 2008; tbtal cost is $119,000. The
Department will fund the FY 07-08 preferred drugt Icontractor through the Drug
Utilization Review line item.

The contractor will be responsible for implementiing first six drug classes including
three drug classes to be added April 1, 2008 arektbrug classes to be added July 1,
2008. The Department is currently considering twossible drug classes for
implementation on April 1, 2008 including protonngu inhibitors (PPIs) and statins.
Proton pump inhibitors are prescribed for stomadblems and include drugs such as
Nexium, Prevacid and Prilosec. The statins dragscincludes drugs that lower the level
of cholesterol in the blood and include drugs sashLipitor, Crestor and Zocor. The
Department is still looking into the third drug sdafor implementatation on April 1, 2008.
The Department will determine additional drug asss add to the preferred drug list on

! A documented quote is an abbreviated procuremaeps 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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General Description of Request

July 1, 2008, after receiving recommendations frdrea Pharmacy and Therapeutics
Committee and the preferred drug list contractor.

This request is for a reduction in expenditure$%93,091 total funds for the Department
to hire a preferred drug list contractor necessanynplement the preferred drug list. The
Department’s appropriation for FY 07-08 includesding for 3.0 FTE in the Department
and ongoing costs related to the Medicaid Managemé&rmation System, but does not
include funding for any administrative contract$ated to the implementation of the
preferred drug list. Estimated savings from immetation of the preferred drug list
would offset additional funds needed to hire a astbr.

As described in the Legislative Council fiscal néde SB 05-022, “...it is assumed that
the department will be able to obtain evidence-thassearch from other state Medicaid
programs or research facilities to develop theffpred drug list]. If this assumption does
not hold true, acquiring this information may cagt to $100,000.” (Legislative Council
Fiscal Note for SB 05-022, May 3, 2005, page 3).

The Department conducted research on sourcesnifatlidata available through other
Medicaid programs or research facilities but wasahlento locate sufficient free resources
providing clinical data. There are 41 states thatently have or are implementing a
preferred drug list. The Department is unawarerof preferred drug list programs that
are not using a contractor to provide these funstioThe Department believes that hiring
a contractor is a more cost effective and efficiealy to obtain this data and to provide
required upkeep services than requesting additibeglartment staff to perform these
functions. However, the 3.0 FTE appropriated & Brepartment would still be required
to implement and oversee the preferred drug lisg@am and implement and run the
supplemental rebate process. In order to implentenpreferred drug list by January 1,
2008, the Department will require both the appmated 3.0 FTE and an administrative
contractor.
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Preferred Drug List Contractor Responsibilities

Under this alternative, the Department would himatractor to provide support services
to the Pharmacy and Therapeutics Committee. Th&axor would maintain a database

of clinical data, create summary reports, and ifatl committee meetings. The

Department assumes that the contractor would alréade a compiled database of

clinical information and experts to manage the bia¢a. As a result, analysis for the
preferred drug list program for Colorado would Ipe@g soon as the contractor was hired.
In addition, the contractor would be required talage their database with information on

each drug on a monthly basis. The contractor waldd be required to have a decision
support system in place to perform clinical evatrad. This would require the contractor

to have expertise on evidence-based research hadaihical data on a national scale.

Implementation of the preferred drug list requigesess to a comprehensive clinical
database providing information including: peer eax@d medical literature, established
clinical practice guidelines and Medicaid drug izéiion data. Further, the contractor
must be able to use flexible evaluation criteriaonder to evaluate different scenarios
under a preferred drug list. Implementation alsguires the ability to analyze the clinical
data and Medicaid drug utilization data using asi@e support system. The Department
does not currently have the resources in placeduige these services and would not be
able to implement the preferred drug list in a tyrfashion without the expertise of a
contractor.

In addition, the contractor would be responsible émalyzing claims data from the
Medicaid Management Information System to providdization reporting specific to
Colorado. This would require a support systemtéoesmonthly claims data provided by
the Department and historical claims data starfiBgmonths prior to the start of the
program. With an April 1, 2008 start date, thidl waquire the contractor to maintain
claims data from October 1, 2006.

The contractor would be responsible for planningl ananagement of committee
meetings. The Department would require the coatattt retain a dedicated clinical
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manager that is either a Registered PharmacistDwctor of Pharmacy and is licensed in
the State of Colorado. The contractor would b@aasible for attending all committee
meetings, planning meeting logistics, developing amenda, compiling informational
packets on clinical and Medicaid utilization dathstributing necessary materials, and

drafting meeting minutes.

The contractor would offer experience and expedtsine onset of the preferred drug list
implementation that the Department could not imm@uedy acquire by hiring additional
FTE. Further, the Department anticipates thatrdaractor would have the best and most
current research available and would provide thta @t no additional cost. The cost and
time intensive nature of requiring the FTE to b@ldiatabase of evidence-based research
and clinical data on drugs and obtain the expeeiemecessary would cause significant
delays in implementation for every drug class addéd’E would have to perform all
preliminary research prior to reviewing each druigs€ with the Pharmacy and

Therapeutics Committee.

Drug Utilization Review Line Item

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 reve&wuld receive a federal match rate of
50%. Under 42 CFR 456.719, funding for the drutization review program, “FFP is
available...for the Statewide adoption of a DUR pemgr.for funds expended by the
State after December 31, 1993, at the rate of 56epe” As a result, the Department
would require an additional $76,036 in General Ftmaffset the loss of federal funds.
This would include all three programs to be paid otithe line including the new
preferred drug list contractor, the drug utilizatieview contract with Health Information
Design, Inc. and a new pharmacist incentive paymdifite pharmacist incentive payment
is a new appropriation to the Drug Utilization Rewi line beginning in FY 07-08.
Calculations for this adjustment are available abl€ 3 in the Calculations for Request

section of this request.
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Based on information from other states that havelemented preferred drug lists or

joined multi-state purchasing pools, the Departnestitnates that it will require $180,000

for a contractor in FY 08-09. This figure is larghan the $100,000 contained in the
Legislative Council fiscal note for SB 05-022 aatthstimate did not address the ongoing
cost of collecting, synthesizing, and organizingvrevidence as it becomes available, nor
any other duties the contractor would be requiceddrform to maintain a valid source of

information.

The Department ended the contract with the Busifeessearch Division of the Leeds
School of Business at the University of Coloradartstg in FY 07-08 and assumes that
the $180,000 in funding can be reallocated for phepose of the preferred drug list
contractor. The contract with the Business Re$eBiision provided research services
for drug utilization. Many of these same serviegsild be required of the contractor to
implement a preferred drug list in addition to pding evidence based research for
clinical data which the Business Research Divisi@as unable to provide. Rather than
pay two separate drug utilization review contrastavith duplicative services, this

alternative would utilize the existing funding tmpide a broader range of services.

Savings Estimate

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 06(Bigure Setting, February 14, 2007,
page 14-15). This estimate was updated using F@/68ata due to legislative changes
impacting pharmacy expenditures including the inhgdt¢he Medicare Modernization Act
of 2003. The Department will implement 2-3 drugssles quarterly, for a total of 12 drug
classes by the end of FY 08-09. Further, the gawestimate was revised to account for
the staggered drug class implementation datesrdlatian due to the anticipated increase
in drug utilization across fiscal years. As a fgsthe Department estimates a total
potential savings of $2,438,677 in savings in FY098 this is $1,097,925 more than the
$1,340,752 in savings in the Medical Services Rugmsifrom the Figure Setting, March 8,
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Consequences if Not Funded:

2007, page 52. These calculations are availablalste 4 in the Calculations for Request
section.

The Department would be required to use the ressuappropriated in SB 07-239 to

maintain the drug classes added to the preferreg list by previous contractors. The

extensive research necessary to build a clinidalbdee of all potential drugs available for
use in each drug category for a preferred drugwlstild prohibit the Department from

adding additional drug classes without additioredources. This would decrease the
efficiency of the preferred drug list and limit tpetential savings available. As a result,
the Department would not realize the estimated BYO® cost savings of $793,091

related to drug classes that would have been ablgléice contractor on October 1, 2008
and January 1, 2009; $304,835 and $203,223. @é&ilmus are available in Table 5

available in the Calculations for Request section.
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Calculations for Request:

Table 1: Summary of Request FY 08-09

Summary of Request FY 08-09 Total Funds General Fuh Federal Funds
Total Request ($793,091) ($320,510) ($472,581)
FY 08-09 Executive Director’s Office, Drug Utilizah Review $0 $76,036 ($76,036)
Request (Column 6)
FY 08-09 Medical Services Premiums, Estimated CBagings ($793,091) ($396,546) ($396,545)

(Column 6)

Table 2: Summary of Request FY 09-10

Summary of Request FY 09-10 Total Funds General Fund Federal Funds
Total Request ($1,312,041 ($579,985) ($732,056)
FY 09-10 Executive Director’s Office, Drug Utilizah Review $0 $76,036 ($76,036)
Request (Column 6)
FY 09-10 Medical Services Premiums, Estimated CBagings ($1,312,041 ($656,021) ($656,020)

(Column 6)
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Table 3: 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 $180,000] $45,000] $135,000 Previous contract amount for drug utilization rewie
Division of the University of services provided by the Business Research Diviior
Colorado at Boulder the University of Colorado at Boulder

B | FY 07-08 Health Information $107,193  $26,798| $80,395( Current Health Information Design drug utilization
Design Contract contract

C | FY 07-08 Pharmacist Incentive $16,950 $4,238| $12,712| HB 07-1021
Payment

D | FY 07-08 Executive Director’s $304,143 $76,036| $228,107| Row A + Row B + Row C (FY 07-08 Appropriation,
Office, Drug Utilization Review SB 07-239, Long Bill)

E | FY 08-09 Health Information $107,193  $53,597| $53,596( Adjusted Health Information Design drug utilization
Design Contract contract

F | FY 08-09 Pharmacist Incentive $16,950 $8,475 $8,475| Adjusted Federal Match Rate from HB 07-1021
Payment

G | FY 08-09 Preferred Drug List $180,0001 $90,000[ $90,000( Requested preferred drug list contract
Contract

H | Estimated FY 08-09 Executive $304,143 $152,072 $152,071f Row E + Row F + Row G
Director’s Office, Drug
Utilization Review

| FY 08-09 Summary of Changes td $0| $76,036| ($76,036) Row H - Row D

the Drug Utilization Review Line
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Table 4: Medical Services Premiums, Estimated Dru&avings

Potential Savings Estimate FY 09-10

($2,652,79

Row Item Total Funds Description
A | Total Drug Expenditures FY 06-07 $190,166,972 Cash based actual expenditures for FY 06-07
B | Excluded Drug Class Expenditures FY 06-07 $522BB| Cash based actual expenditures for FY 06-07
C | Estimated Drug Rebates ($55,000,908pree quarters of actual FY 06-07 rebates plusoomieter of
estimated rebates
D | Total Fee-For-Service Expenditures $82,435,8Bbw A - Row B + Row C
E | Estimated Savings 2.50%Based on Michigan actual preferred drug list saviRy 03-04
F | Potential Savings Estimate FY 06-07 ($2,060,896Row D x Row E
G | Estimated Drug Savings Inflator 8.78%ee Narrative
H | Potential Savings Estimate FY 07-08 ($2,241,843Row F x (1 + Row G)
I Potential Savings Estimate FY 08-09 ($2,438,67YRow H x (1 + Row G)
J

BRow | X (1 + Row G)

Table 5: Medical Services Premiums, Estimated Dru&avings, Drug Class Savings by Implementation Date

lge

Row Item FY 07-08 FY 08-09 FY 09-10 Description
Savings from Drug Classes Implemented Apri($186,820), ($812,893) ($884,264) See Appendix 2
A |1, 2008
Savings from Drug Classes Implemented July $0| ($812,893) ($884,264) See Appendix 3
B |1, 2008
Savings from Drug Classes Implemented $0| ($304,835) ($442,132) See Appendix 4
C | October 1, 2008
Savings from Drug Classes Implemented $0| ($203,223) ($442,132) See Appendix 5
D | January 1, 2009
E | Total Estimated Drug Savings ($186,820) ($2,133,843) ($2,652,793) Row A + Row B + Row C + Row D
F | Annualized Savings Calculated in Figure ($670,376)| ($1,340,752) ($1,340,752) Figure Setting, February 14, 2007, p3
Setting 14-15 and 12 Month Annualization
G | Additional Estimated Drug Savings $483,556 ($793,091) ($1,312,041) Row E - Row F
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Assumptions for Calculations

Table 3: Summary of Changes to the Executive Direot’s Office, Drug Utilization
Review Line FY 08-09

The Department is not renewing the drug utilizatiemiew contract with the Business
Research Division of the University of ColoradoBatulder beginning in FY 07-08. The
total contract amount was $180,000 for FY 07-08 aad funded with a 75% federal
match rate. The Department assumes that it valithese funds to pay the preferred drug
list contractor in the Executive Director’s Offiderug Utilization Review line. Based on
information received from the Centers for Medicared Medicaid Services, the Drug
Utilization Review line should receive a 50% federatch rate. As a result, the new
preferred drug list contract would receive a 50%efal match rate. In addition, the
Department’s remaining drug utilization review aaat with Health Information Design,
Inc. and incentive payments to pharmacists woulddjasted to receive a 50% federal
match rate.

Table 4: 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 (Fgbetting, February 14, 2007, page
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

2 Excluded drug classes in FY 06-07 include: atylpasatipsychotics, 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.
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expenditures, less FY 06-07 drug rebates, lessiédad|drug therapeutic clasiesmes an
estimated 2.5% cost savings. Savings, which wbelda part of the Medical Services
Premiums line, are estimated based on the sinildot the program developed and
implemented by Michigan. Michigan uses a statethgsmnel of doctors and pharmacists
to determine cost effective yet clinically safe affdctive drugs for their clients. It is not
known whether the implementation of Colorado’s pamg will result in the same
outcomes as Michigan, so this will need to be djos@nitored.

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 (Vermont) and
Colorado will not be pooling with another statethis time. With other differences,
Michigan uses a contracted service in their moal@harmacy benefits administrator, and
disease management programs. Therefore, the Degpdarassumes a more conservative
savings estimate of 2%.

Based on the updates and changes addressed abhevBgpartment estimates a total
potential cost savings of $2,060,896 for FY 06-07 k2 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. Fluctuatiomgoenditures due to the number
of weeks in a month were adjusted using a thregmooving average. The three month
moving average was averaged for the seven caldutlatsths resulting in a 0.7% average
monthly percent change. Multiplying 0.7% by 12 isnprovides the annual estimated
savings inflator of 8.78%. Applying this percergagcross fiscal years, the Department
estimates that the potential savings is $2,241i843r 07-08, $2,438,677 in FY 08-09
and $2,652,793 in FY 09-10. The Department plassaggered implementation, adding
three drug classes per quarter. As a result, ggaiment will not realize the potential
savings estimates. Further calculations are dlaila Table 5 to discount the potential
savings based on the implementation dates of ting classes.

% 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.
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Table 5: 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 were 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 dagg. 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
Indiand. 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
two-thirds of drug savings will occur in the firgik drug classes and one-third of the drug
savings will occur with the implementation of tlemaining six drug classes. For FY 07-
08, $2,060,896 in total potential savings is miitg by two-thirds to obtain $1,494,562
in drug savings for the first six drug classes.e Témaining $747,281 in potential savings
comes from the remaining six drug classes.

The yearly savings estimates are divided by sixliernumber of drug classes and twelve
for the total number of potential savings montfighe Department estimates savings of
$20,758 and $10,379 per drug class per month. eThemthly savings estimates are
updated by fiscal year using the 8.78% savingstmfl The per drug class per month
savings estimate of was multiplied by the numbemohths for each drug class to obtain
the total savings by fiscal year and implementatiate. Totals are available in Row B
through Row D. Calculations are available in Apgierd through Appendix 6.

* 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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Summing the drug savings by implementation dateiges the total estimated savings by
fiscal year; $2,438,677 is the final estimated rsgwifor FY 08-09. During Figure Setting,
JBC assumed a $670,376 six month cost savings vemobalizes to $1,340,752 in FY
08-09 (Figure Setting, February 14, 2007, page34-The difference between these two
estimates is $1,097,925 in additional estimated sagngs for FY 08-09 and $1,312,041
in additional estimated cost savings for FY 09-10.

Impact on Other Government Agencies: None.
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Cost Benefit Analysis

FY 08-09 Cost Benefit Costs Benefits
Analysis
Request The cost of the request includes $76,036 Genéraé request would allow the Department

Fund to fix the Drug Utilization Review fund spl
and hire a preferred drug list contractor.

templement the preferred drug list per the Execu
Order of Governor Ritter by January 1, 2008. T
alternative would provide greater efficiency
implementing the drug categories and ultima
decreasing prescription drug expenditures.
Department would realize total estimated ¢
savings of $793,091 in FY 08-09. This request
also fix the federal fund splits to be in compliar
with federal regulation.

to

tive
"his
in
ely
The
ost
will
1C

Consequences if not
Funded

The cost of not funding the preferred drug
contractor would be delays in the implementatior
the preferred drug list and a diminished cost g/
due to a smaller number of drug classes. In aidli
approximately $100,000 would have to be absot
by the Department in order to obtain the requ
evidence-based research necessary for the Pha
and Therapeutics Committee to make decis
regarding additional drug classes. This wouldhith
other needed contracted services.

litinder this alternative there are no additional €
1 @$sociated with hiring a contractor, however
irlepartment would experience diminished saving
tiMedical Services Premiums due to a smaller nun
befddrug classes and slower implementation of I
redug classes to the preferred drug list.
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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 ¢oMkdical Services Board and Withdrawn July 2007
Documented Quote Bids Reviewed, Contract NegotiahebApproved August 2007
Preferred Drug List Committee Rules representdthiédVedical Services Board September 2007
Preferred Drug List and Committee Rules BecamecEe October 2007
Committee Members Appointed by the Executive Doectf the Department October 2007
First Committee Meeting December 2007
Preferred Drug List Contractor Began Performanc€aftract December 2007
RFP Posted for Contractor March 2008
RFP Awarded and Signed March 2008
First 3 Drug Classes Added to the Preferred Drgg) Li April 2008
RFP Bids Reviewed, Contract Negotiated and Approved June 2008
3 Additional Drug Classes Added to the Preferreddlrist July 2008
3 Additional Drug Classes Added to the Preferreddlrist October 2008
3 Additional Drug Classes Added to the Preferreddrist (for 12 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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Performance Measures:

(@) 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.

This Base Reduction Item affects the followingf@enance 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 efficieior pharmaceutical purchases through
manufacture agreements and supplemental rebates.
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Appendix 1: FY 07-08 Baseline

Drug Classes

Drug Classes

007

007

Row ltem 16 712 Total Description
A | Maximum Potential Savings (FY 07-08) ($1,494,562) ($747,281)| ($2,241,843) FY 06-07 Drug Expenditures * 2.5% * 8.78%
See Narrative
B | Savings Per Drug Class ($249,094) ($124,547) Row A/ 6
C | Savings Per Drug Class Per Month ($20,758) ($10,379) Row B/ 12
Appendix 2: Estimated Savings for Drug Classes Impmented April 1, 2008
Row CIaEs);ue% 1-6 cmggg 712 0@ Description
A | Number of Drug Classes Implemented 3 0 Preferred Drug List Implementation Plan
B | Savings Per Drug Class Per Month ($20,758) ($10,379) Appendix 1, Row C
C Effective Number of Months in Fiscal Year 3 3 Preferred Drug List Implementation Plan
D | Total Savings FY 07-08 ($186,820) $0 ($186,820)| Row A * Row B * Row C
E Estimated Growth in Drugs 8.78%\verage Growth Rate December 2006-June 2
F Estimated Savings Per Drug Class Per Month($22,580) ($11,290) Row A * Row E
(FY 08-09)
G Effective Number of Months in Fiscal Year 12 12 Preferred Drug List Implementation Plan
H | Total Savings FY 08-09 ($812,893) $0 ($812,893)| Row A * Row F * Row G
I Estimated Growth in Drugs 8.78MAverage Growth Rate December 2006-June 2
J Estimated Savings Per Drug Class Per Mgnth($24,563) ($12,281) Row F * Row |
(FY 09-10)
K | Effective Number of Months in Fiscal Year 12 12 Preferred Drug List Implementation Plan
L | Total Savings FY 09-10 ($884,264) $0 ($884,264)| Row A * Row J * Row K

Appendix 3: Estimated Savings for Drug Classes Impimented July 1, 2008
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Row ltem Clazzr:,ue% 1-8 Drug7_Cllgsses Total Description
A | Number of Drug Classes Implemented 3 0 Preferred Drug List Implementation Plan
B Estimated Growth in Drugs 8.78%\verage Growth Rate December 2006-June 2007
C | Savings Per Class Per Month (FY 08-09) ($18,064) ($9,032) Appendix 1, Row C * Row B
D | Effective Number of Months in Fiscal Year 12 12 Preferred Drug List Implementation Plan
E | Total Savings FY 08-09 ($650,314) $0 | ($650,314) Row A * Row C * Row D
F Estimated Growth in Drugs 8.78%\verage Growth Rate December 2006-June 2007
G | Savings Per Class Per Month (FY 09-10) ($19,650) ($9,825) Row C * Row B
H Effective Number of Months in Fiscal Year 12 12 Preferred Drug List Implementation Plan
I Total Savings FY 09-10 ($707,411) $0 | ($707,411) Row A* Row G * Row H

Appendix 4: Estimated Savings for Drug Classes Impmented October 1, 2008

Row ltem Clazzr:,ue% 1-8 Drug7_Cllgsses Total Description
A | Number of Drug Classes Implemented 0 3 Preferred Drug List Implementation Plan
B Estimated Growth in Drugs 8.78\verage Growth Rate December 2006-June 2007
C | Estimated Savings Per Drug Class Per Morjth ($22,580) ($11,290) Appendix 1, Row C * Row B
(FY 08-09)
D | Effective Number of Months in Fiscal Year 9 9 Preferred Drug List Implementation Plan
E | Total Savings FY 08-09 $0 ($304,835) ($304,835) Row A * Row C * Row D
F Estimated Growth in Drugs 8.78%\verage Growth Rate December 2006-June 2007
G | Estimated Savings Per Drug Class Per Morth ($24,563) ($12,281) Row C * Row B
(FY 09-10)
H | Effective Number of Months in Fiscal Year 12 12 Preferred Drug List Implementation Plan
I Total Savings FY 09-10 $0 ($442,132)| ($442,132) Row A*Row G *Row H
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Appendix 5: Estimated Savings for Drug Classes Impmented January 1, 2009

Drug Drug Classes -
Row Classes 1-6 712 Total Description

A | Number of Drug Classes Implemented 0 3 Preferred Drug List Implementation Plan
B Estimated Growth in Drugs 8.78%\verage Growth Rate December 2006-June 20
C | Estimated Savings Per Drug Class Per Month($22,580) ($11,290) Appendix 1, Row C * Row B

(FY 08-09)
D | Effective Number of Months in Fiscal Year 6 6 Preferred Drug List Implementation Plan
E | Total Savings FY 08-09 $0 ($203,223)| ($203,223) Row A * Row C * Row D
F Estimated Growth in Drugs 8.78%\verage Growth Rate December 2006-June 20
G | Estimated Savings Per Drug Class Per Month($24,563) ($12,281) Row C * Row B

(FY 09-10)
H | Effective Number of Months in Fiscal Year 12 12 Preferred Drug List Implementation Plan
I Total Savings FY 09-10 $0 ($442,132)| ($442,132) 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 3 T 8 ] 10 11 12| Total Savings
o | Apr08  ($20758) ($20.75%)| ($20,75%) $49,319
o | May-08| ($20758)| ($20758) ($20,758) $49,219
= | smos| g5 gwms| w7 $49.219
Savings| ($62277)| ($62273| (462,277 $0 $0 $0 $0 $0 $0 $0 $0 $0 ($186,820)
Jul-08| fzzsEmy|  odrzsem|  dansemy|  odrasemy|  d2asE0p| (g sem $108,386
Aug 08| (f2zEmy|  (banssmy|  odraseEm|  bansRmy|  cd2asEm| (4225800 $108, 356
Sep-08| ($22.semy| (dozssm|  cd2asemy|  odEnsem|  ed2aSEON|  (dEmsem $108,386
Oct08| ($22530)| ($225800| c$20.580)|  ¢$22.580)|  ($22.507| (3225800  (B11,2003| (3102000 (311,200 $135,432
Now-08|  ($22520)) (§22,580) ($22.5803| (§22,5800 ($2L580)| (922580 (B1L200) (11,2003  (§11,200) $135,432
g | Dec08| ($2258m)| ($22,580)) $22,580) ($22580)| (§22,580) ($22.580)|  ($11,200)) ($11,2003  ($11,290) $135,482
E | Jan09| fooseoy| (d2zsEm|  boasemy|  og2aseny|  odamsemy|  (g2aseny|  eS120m)  1naemy) (3102903 (d112em|  hi2emm|  rd11.200) $162,573
E [ Febos (22,5300 ($az.semy|  e§22.530)|  (fadsemy|  ed2asemy|  (faLsemy|  i$11,29m|  (pinzom|  g11,29m|  (d1n29mp|  c$1120m|  cd11,290) $162,578
Mar09| ($22.5300| ($2zsem|  cb2asemy|  casem|  cd2asemy|  (dansem|  cd11,29m  cdlnzom|  id11,29m|  (d1naom|  c$1120m|  cd11,290) $162,572
Apr09|  f22semy|  cdmnsem|  cb2asemy|  cdEnsem|  cd2aSEmy|  cdEEsem|  $1L2000|  ch112em|  od1n200p|  cdinaem|  cd11200p  cdi12em $162,573
May-09| ($22580) ($2asEmy|  cgEmsem|  ¢f2a5E0)|  (2msemy| (3225800  (BiL20my|  ¢$10,2900|  cdinzemy|  ($11,2900|  fin2em|  (§11,290) $162,573
Jun09| ($22580)| ($22,5800| c$2asE0n|  ($2nsem|  ($22,5800|  ($22,5803|  ($1L,20m3|  ($11,2900| ($1L,2003| rd1n2emy|  ($11,290  ($11,290) $162,573
Savings| ($22,580)| ($22,5803| ¢d225Em|  ($23.530))  ($22,58m|  ($22.580)| ($10L61F| (10LS1Z)| (BLOLELZ|  ($67741)| e 74U|  $67.741)|  (52,133,843)
Jul08|  ($24563| (24563 (b24sed | orasan|  ($24563|  d2456T| (9122801 h12281y]  oflzasl|  izzsny|  odlzamly|  (d1z2En $176,233
Aug 08| ($24567)|  ($24563|  drasem|  oda4se3|  Rased|  $2456%)|  B12280y|  olzaEny|  odizzen|  ohizasn|  odlzzEn|  d1z2sD) $176,253
Sep-08| ($24.563| 24563 d2asem|  dRased|  d2456%|  R4sed| 12280 h122sny|  ofizzsn|  dizzsn|  ohizasn|  o1z2zsn $176,353
Oct08| ($24567)| (324563 524567 $24363|  h24563|  ($24.563)|  p122eny|  odlzzEn|  oizzen|  lzaen|  dlazEn|  olzsn $176,253
Nov-08| ($24563) ($24,563)| $24.563| (324567 $24.563)| (924563 (9122803 ($12.281| 122803 rdimzeny|  d1z2en] (12,280 $176,253
= | Dec08| ($24563)| (d24563)| (f2a563)| ($24563)| ($24563) ($24563) ($12281)) ($12280) ($1228n)| ($12281)|  ($12281] (512,280 $176,253
S | Jan00| ($24567)| ($24367) d24563| 245631 (324563 ($24563)| B12280)| ($12281)| d1zzeny|  od1zasny|  od1z2eny|  ($12.28D) $176,233
E [ Febos (24,563 ($24.567|  o$24363)|  ($24563| 24363 ($24563| 122D odlazen|  lzaen|  azsn|  @izaeny|  olaIEn $176,253
Mar09| ($24563)| ($24563|  d2456|  d24563|  odrasem|  d24se;|  od122sn|)  oh1azeny|  dd1zzen|  dazsn|  olzzsn|  olazEn $176,353
Apr09|  ($24563| 24563 d2asem|  dRaseT|  32456%)|  B2456T| (122801 B12.281)|  od1z2enly|  ohizzen|  ohizasn|  oh1z22sn $176,253
May-09| ($24563)| ($24.563| 24563  $24563|  $24563|  d2a56m|  1azen|  of12sn|  ohazen|  izasn|  lazEn|  glzosn $176,253
Jun09| ($24563) ($24,563)| cd245631| $24567)|  ($24567)| cd2456%| (122813 ($12280)|  cf1z2eny|  odizzeny|  d1z22en] 12281 $176,253
Savings| ($294755)| (3294755 5294755 ($29475%)| (3294759 5294755 ($147377| R14737N| (147377 5147310 (5147377 (5147377 (52,652,793)
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