Howard Dean, M.Dt

Governor
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« Montpelier, Varmont 05609 R
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Tor  Luke Albee . , From: PeterJ. Van Vranken E QJ‘L
Pma  (202) 224-3479 ' " pages: 7 (including cover sheet) '

Phone: . Dater  09/26/00

Rei  Vermont's request for an amendmentto  €¢:

it's 1115 demonstration waiver.
- Comments:

Luke,

* Aftached is a short summary of Vermont's request to amend our 1115 demonstration walver,

in the simplest of terms, we are requesting all seniors (Medicare recipients) be allowed to access the
_ sarne rebates provided by pharmaceutical manufactures which are avallable to Medicald recipients.
There I no additional cost to the Federai Government. It would expand the number of people who are
eligible for the Medlcald pricing structure. On June 15, PhRMA reglstered with HCFA their opposition
to this request. CRS as well as outside legal council for Vi. has read PhRMA's complaints and -
d|sagree with this assaertions. ,

| have also Included the letter of support for this request signed by your boss As well, as a copy of the
actual amendment request: sent to Tim Weastmoreland of HCFA. lee me a ring if you have any
gusations.

Thanks,
-Peter (802) 828-3333
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Vermont is requesting an amendment to our 1115 federal VHAP waiver that
will expand the number of Vermonters that can access the 18% subsidy
currently avaﬂable through Medicaid.

- Those receiving this benefit include:

e All Vermonters over the age df 65 (Medicare recipients) whom do not
currently have a prescription drug coverage.

. o Other Vermonters with incomes up to 300% Federal Povexty Level who do
not have an insurance program that includes.a drug beneﬁt

This proposal would work as follows:
i .
1.) Eligible Vermonters enroll in the program and receive a card

2.) The individual pays the cost of drug at Medlcald’s relmbursement rates.
~ (about 18% dxscount) ; . . -

3.)The pharmacy bills EDS and is paid at the full Medicaid rate. This
. assures the pharmacy of recexvmg prompt full relmbursement

4.) Vermont Department of Socxal Welfare on a quarterly basis bills the drug
manufacturer for the rebate due
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" PATRICK LEANY ' ' N _ coMTTERN: ,
., vewest ' ‘ ‘ AGRICULTURE, NUTRITION, AND
o : o APPROPRATIONE
, | Anited States Semate wpreary
. | - WASHINGTON, DC 208104802 ‘
- July 27, 2000

!
The Honorable Donng E. Shalala =~ |
Secretary of Health and Humen Services

) U.S. Department ofHedthandHummSmicen
200 Independence Avenue, SW
Washington, DC 20201 -

Denr Semtary Shdala.

Thnh:ghoostofpusmpmndrugsmdthehckofmatoaffordablemedicaﬂonamaeoncem
for many Vermonters, especially those who are just trying to make ends meet. In ap effort to
address this problem, the State of Vermont requested ao amendment to its Section 1115
demonstration waiver on March 17 in order to expand the Phanmacy Program of the Vermont
Health Access Plan (VHAP). Through this proposed requeat, thousands of Vermonters would
have access to discounts on pharmaceuticals that are similar to those offered by most large
purchasers, such as HMOs and large emplayers. 1 strongly suppart Vermont's offort to eapand
g:ptoaramfarthnbeneﬁtofmciﬂzmandlurgoyowwconmumudmovﬂof
this request.

If approved, Vermont’s amended waiver would expand prescription drug coverage to individuals
who are cowedbytheMedicmpromwmhanmcoma abovs 150 percent of the Federal
Poverty Lovel (FPL) who do not qurrently have drug coverage. The expanded waiver would also
cover all individuals with incomes up to 300 percent of the FPL who do not have & benefit drug .
program. The State of Vermont created the VHAP program with the goal of improving the
omaﬂhaalthoﬁowaincmembyprovidmgaccmmmededheﬂthm This
important program has helped to address the rising costs of preseription drugy — costs that are
beoanﬂngprohﬂiﬁveformanyAuzﬁcana aepecmllyourmatvulnaabla--theeldeﬂymdtho

- chronically il | .

Irembhmdm&emmmdkumhmmnmmofm(mm
wrote to Tim Westmoreland, Dmm:of&ocmforMedwdandStmOpmﬂomform
Health Care Financing Adminigtration, detailing PARMA's objection to Vermont's waiver :
request. While I am not surprised by this group’s opposition to making prescription drugs more
‘-aﬂbrdab!a for seniors, I am certainly disappointed. My colleague Senator Jeffords has

& full legal analysis of Vermont's waiver request. I am hopeful this analysis will provides
~ concrete foundation upon which Vermont's-requast will be evaluated and approved.

VARMONT OPRORS: GOURT HOUGE AR 190 MAIN NTALEY, SURLNGTON S04063-4888
FEOEMAL DVILOING, FOGM i, MONTRELTR £05079-0H0
O BuAL TOLL MR :
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Letter to Secretary Shalala
. July 27, 2000

Page 2 ,
‘.Thutste‘nequesttommdmwaivuwpomuﬂlyag'oundbreahnsmpwwudmwding ,

Vexmon:mwnhtheacmntahealthwethcydeam mcluding affordable prescription drugs.

ThamnnmvamulaidoutinVexmont‘sphnmayhslpwmanmplomdproﬁde :

gmdanceuhadmthmughomthcmdonwoﬂctomhmcdedmwmphon&ugsm

affordable and accessibie for anAmenom .

Esnkyou farynur pmmpt considmﬁon ofVa-mant’s request mdplease keep me inﬂotmed of
© it status. -

cc: . Nmy-Ann Min Da?urle, Admniamtor
- Health Care Financing Adnﬂmstratwn |
- 200 Independence Avenuc, SW |
Washington, DC 20201 3

Tim Westmoreland, Direstor -~ = »

Center for Medicaid and State Operations ‘ ‘
Health Care Financing Administration . :
‘Department of Health and Humnan Sermes

7500 Security Boulevard ___
Baltimore, MD 21

O

. -
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State of Vermont AGENCY OF HUMAN SERVICES

DEPARTMENT OF SOCIAL WELFARE
COMMISSIONER'S OFFICR

| | o | 103 South Main Sereet
. - Waterbury, Vermont 03671-1201

Telephoiu: ) 2412852
Fox: ) 241-2830

March 17, 2000

- Timothy Westmoreland, Director :
Center for Medicaid and State Operations
Health Care Financing Administration
Department of Health and Human Services
7500 Security Boulevard :

. Baltimore, Maryland 21244-1850 '

RE:  11-W-00051/1
Dear Mr. Westmoreland:

Vermont requests an amendment to its 1115 demonstration waiver to include in an expansion of the
Pharmacy Prqgram of the Vermont Hcalth Access Plan (VI-IAP). the followmg

« Any Medicare-covered individual thh income above 150% of the Federal Poverty Level (FPL)
without drug coverage. This would include drugs for acuté conditions for those beneficiaries
* currently eligible for the pharmacy component of our demonstration waiver between 150% and
175% of the FPL who currently receive a benefit only for maintenance drugs.

_» All individuals with incomes up to 300% of thc FPL who donothavea beneﬁt program that
mcludes drug coverage.

For tkus purpose, drug coverage is eny such coverage other than VHAP Pharmacy regaxdless of
‘ beneﬁcmy cost-sharing for premmms, deductibles, coinsurance, or co-payments. -

VHAP was created with the goal of i unpmvmg the health status and access to needed health care for ‘
lower income Vermonters. Since the onset of the demonstration, one of the major areas of concem for
all health consumers, in Vermont and nationally, has been the ever rising cost of essential
pharmaceuticals.

- Vermont proposes to extend the Medicaid payment and rebate structure to the gbove two groups of
- people who have not otherwise been eligible for full pharmaceuﬁcal coverage under VHAP programs.

Beneficiaries would have the ability to purchase drugs at a price that is equivalent to the pnce that

Medicaid pays net of the manufacturers' rebate available to the Medicaid program. :

5
i
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Timothy Westmoreland o 3 7
© RE: ‘ .

March 16, 2000
Page20of3

11-W-00051/1

‘We believe that the waiver requmng amendment would be regardmg amount durmon, and scope of

- services. Beneficiariea of this proposal would only receive a pharmacy benefit and then only upon:

N payment of their share of the prescnptmn or reﬁll

, | The program wdl work as follows:

L.

. -9;

'10. The State will blli the drug manufacturers to collect the rebate quaﬂ:erly

peyment. ‘;

) !
. 1

For each year, an amount will be estabhshed to reflect the expected retumn to the state under the
rebate provisions of the Omnibus Budget Reconciliation Act of 1990. This amount will be set as a
percentage of total drug expenditures and will be the program subsidy. To illustrate, the current .
rebate is éstimated to be 18% of gross pharmacy expendxtum Thus, 18% will be the submdy
amount ,

An annual enrollment fee will be get to cover the administrative com of the program Tlns willbe

' collected at enrollment and annually therea.ﬁer as a condition of ongomg coverage.

An individual found eligible for the program will be enrolled and issued an 1dent1ﬁeauon card.

 Individuals eligible for VHAP Pharmacy over 150% of the FPL for mnmtenanee dmgs will use
. thelr exxstmg cards to access coverage for their non-mmtmce drugs

.. The provnder will svnpe the camd using the Pomt of Sale (POS) swxpe boxea thnt are provxded by

Medicaid © ' e!
The prowder wﬂl 1dennfy the scnpt by NDC and mdxcate unm

. The Medncud Management Informauom System (MMIS) 'Mll verify ehgibility. pnce the scnpt at

the M’edxeaxd rate on file, and notify the prov:der of the results.

. The provzder will charge an eligible beneﬁcxaty the Medicaid rate less the established prog'am /

subsidy; for example, vmh the aubsndy aet at 18% the beneﬁciary will be ch.e.rged 82% of the .

Mechcaxd rate.

Upon payment, the provxder will dxspense the drug and subxmt a claim showmg the beneﬁcmry

I

The provider will be keimbursed for the ‘subsidy amount,

Rebates collected from manufacturers will be deposited into a revolving fund and used to pay the

subsidy. Initially, State funds, which have been included in the House Appropnauons bill, wxll be
' (provxded to meet the cash flow needs of the  program. : .

 Vermont anticipates that 37 550 Medicare covered beneficiaries and an additional 31,350 mdmduals
- under 300% of the FPL will he eligible for thxs expansion. The Depamnent beheves that this . -

N
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. ‘Timothy Westmoreland

" RE:  11-W-00051/1
- March 16, 2000

Page 3 ot‘ 3 |
expansion will not impact on the budget neutrahty of the demonstration since there wxll be no benefit
cost to the program. As noted above, the Department plans to collect an enrollment fee to offset the

cost of administering this program, particularly the additional claims processing costs and staff'to
process beneficiary enrollment and fee collection. Given the nature of this waiver amendment, we
request an approval that will allow the state to retain 100% of the fees collected from beneficiaries.

~ This will enable us to keep that-amount low and encourage parﬂclpauon Attached is an analym ofour ~
anticipated emollmenL , ,

~ We believe this is an opportunity for the Health Care Financing Adminismﬁon to assesg thedrug

- utilization patterns of consumers, especially the Medicare population, using existing Medicaid service -
delivery systems and administrative structures, The information available through Vermont’s MMIS

. will be invaluable in evaluating opuons for makmg medicines accessible to many Americans in neod. o

Vermont has been worldng closely with other states, partxculaxly New Hampshire and Maine, on
pharmacy cost containment and coverage expansion stmeg{es It is possible that under our ,
demonstration, these two states rhight be willing to pilot options that parallel our proposal or join with ;
Vermont as part of this proposal if that were feasible from HCFA's perspective. In that way a greater
“pool of ehgxbles would present a g'eawt volume of dru.g uuhzanon information for HCFA progmm )

p L4 . . 0 -
F i . . .a"}' ;
. :
: :
.

Ifyou or your colleagues have any quuuons, please contact Ann Ruu, Managed Care Senior - i
Administrator, at 802-241-2766. As always, we appreciate your continued assistance in snpport ot' our
eﬂ'orts to improve access, service coo:ﬂmanon and qualxty care to our beneficiaries. _ SN o

m'y%mf’

Eileen I. Elliott -
Comnumonet

cc: Howard Dean, M.D,, Governor -
M. Jane Kitchel, Secrewy AHS ‘
Ronald Preston, Ph.D., Associate Ragional Admmmtrator, HKS Regionl
Paul Wallace-Brodour. Director, OVHA

L
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HCFA APPROVES VERMONT PLAN
TO PROVIDE ACCESS TO PRESCRIPTION DRUG DISCOUNTS

The Health Care Financing Administration today announced an expanded Medicaid
demonstration in Vermont that builds on an existing program to provide discounts on prescription
drugs for thousands of Medicare beneﬁcmnes and others in that state who-lack drug coverage.

The new initiative, known as the Pharmacy Discount Program, will offer Vermont Medicare
beneficiaries who lack prescription drug coverage the opportunity to obtain access to discounted
prices achieved through the current Medicaid progmm : :

Vermont already has a program for Medxcare beneficiaries with incomes below 150 percent
* of the federal poverty level (FPL). The Pharmacy Discount Program will also expand access to
prescription drug discounts to non-elderly adu ts with incomes at or below 300 percent of FPL
who currently lack drug coverage. '

Although this new initiative does not Iprmzide long-overdue insurance coverage for
prescription drugs within Medicare, it does make it possible for participants to benefit from
discounts that average 17.5 percent in the demonstration’s first year. The state will begin the
expansion on Jan. 1, 2001 and estimates that nearly 70,000 state residents who'do not have drug
coverage would be eligible, including almost 38,000 Medicare beneficiaries. Participants will pay
an enrollment fee of up to $24 per year.

~ “We applaud the state for its innovative approach to providing seniors and others with
access to discounted drug prices enjoyed by Medicaid and other large purchasers of
pharmaceuticals,” said HCFA Acting Administrator Mike Hash, “particularly since the costs of
many drugs can be prohibitive for individuals and their families who lack insurance coverage.

“However, this demonstration is only an interim solution to the real problem: the lack of
coverage for prescription drugs for millions of Medicare beneficiaries,” Hash said. “We believe it
is essential to enact a voluntary, affordable prcscnptlon drug benefit for all Medicare beneficiaries
in all 50 states.”

l
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Vermont Pharmacy Rebate Amendment
Draft Q'sand A's
‘ ‘Draft 10/31

So if states can do this, why do we need a prescription drug program that'
run by the federal government"

While we applaud Vermont f0r§ its innovative, approach to access to current
Medicaid prescription drug prices, it remains critical to provide a Medicare drug
benefit available to all seniors and disabled Americans. As Governor Dean
acknowledges, Medicare beneficiaries should not have to rely on a patchwork
system at the state level, with varying eligibility requirements and benefits, that
continues to leave many seniors without reliable coverage. All beneficiaries in all
states should have access to a voluntary, affordable prescription drug benefit
through Medicare. That requires modernizing Medicare to include a prescription
drug benefit that is available to all beneficiaries regardless of income.

Vermont's plan creates a unique approach to use its Médicaid purchasing power to
help certain seniors obtain drugs at a discount, but it does not represent a long-
term solution to provide insurance to all Medicare beneficiaries for a prescription
drug benefit. We believe that is best done in the context of updating the Medicare
benefit package for all beneficiaries.

| o
Why are we approving the Vermont request, since the Department has
opposed State-based pharmacy programs on the Medicare side? ,
. | 5

The Vermont program differs significantly from the state low-income drug
assistance programs in several important respects. First, under the PDP the state
Medicaid program does not provide insurance for presription drugs. Instead it
allows enrollees to pay the discounted Medicaid price for their prescriptions.
Second, the program is not income-limited; all seniors, regardless of income, have
access to these price discounts if they lack prescription drug insurance. This
recognizes the fact that the lack of prescription drug insurance is not just a low-
income problem. Finally, the program does not create a new program; instead, it
allows all seniors to benefit from the discounts that Medicaid is provided.

We approved the Vermont request because it is consistent with both our Medicaid
waiver policy, which encourages state innovation, and our overall goal of
reducing drug prices for seniors and people with disabilities. However, we
believe that access to discounted drug prices is only an interim solution, and that
we should not rely on these state based approaches with their differing eligibility
requirements and drug coverage levels as the basis for a national policy to deliver
Medicare drug benefits to all beneficiaries. We believe that it is critical to have a
Medicare drug benefit that is avaﬂable to all Medicare beneficiaries regardless of
income. :

=
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We oppose state-based insurance approaches for prescription drugs because they
would take years to implement, would leave the majority of eligible populations

uncovered, and would not ensure a meaningful benefit in all states.

“Could we be providing access; 'to discounts to people with relatively high
incomes? f

| 1
The Governor of Vermont, recognizing that exorbitant drug prices do not just
strike the low-income, did not restrict access to Medicaid price discounts based on
income. An equal proportion of high-income seniors have high drug costs as low-
income seniors. Those seniors w1th very high incomes who already have
insurance would be ineligible to participate in this Jprogram and, because this is
not an insurance benefit, would have no incentive to drop their current coverage
in order to access the Medicaid discount. :

Why is the Vermont request b!_ei.ng approved when Maine's was not?

We are continuing to review Ma%.ine‘s request, which seeks approval to provide a
comprehensive prescription drug benefit to disabled adults and elderly with
incomes less than 185 percent FPL. Unlike the Vermont proposal, Maine’s is a
stand-alone request that is not part of an existing demonstration. The main
outstanding issue is budget neutrahty, which the State has not been able to
demonstrate so far. The Vermont proposal, on the other hand, is an amendment to

. along-standing section 1115 demonstratlon (VHAP). Budget neutrality is not an

issue, since there is no net Fedeljal benefit cost associated with PDP. Finally,
although this is a single benefit program for the PDP population, it is part of a
larger demonstration that provides the full range of Medicaid benefits.

i
~

How will the PDP benefit be aécessed?

.
The PDP enrollees will take their program ID with the prescription or refill to the
Medicaid participating pharmacy. The pharmacist will use the online
adjudication process to determine how much to collect from the enrollee and to

-submit a claim to the State Medicaid agency for the difference between what the

enrollee paid and the fee on file.: The State will pay the pharmacist, then submit a -
claim to the manufacturers in order to collect the rebate available under the
Medicaid program. The enrollee will not receive a rebate per se. Rather, the
amount they pay at the pharmacy is already reduced by the amount that the State
estimates it will collect from the ;manufacturers.

Will you approve this type of waiver in other / all states?

Waivers are by definition experiments to answer questions that can only be
determined over time. ‘As a consequence, we would not anticipate that all states

i
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would use this approach to proxz‘jide discounts for prescription drugs. Moreover,
we fully hope that Congress will move early next year to develop a much more

efficient and reliable prescription drug benefit through Medicare for all
beneficiaries. '

! ' H
Isn’t this proposal “price controls” and the Administration’s back-door way
to punish the drug industry? | ‘~
No. Because Medicaid is a vohimtary program, pharmaceutical companies do not
have to provide prescription drugs at the Medicaid prices.

i
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