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Rei Verrnonfs request for an amendment.to CC: 

ifs 1115 demonstration waiver. 

Commental 

Luke, 

, Attached is a short summary of Vermont's request to amend our 1115 demonstration waiver. 

In the sImplest of terms, we ere requesting all seniors (Medicare recipients) be anowed to acceSs the 
, same rebates provided by pharmaceutical manufactures which are available to Medicaid recipients. 

There Is no additional eost to the Federal Govemment. 'It would expand the number of people Who are 
eligible for the Medicaid pricing structure. On June 15, PhRMA registered with HCFA their opposition 
to this request CRS as well as outside legal council for Vt. has read PhRMA's complaints and 
disagree with this assertions. ' . ' 

I have also Ineluded the Jetter of support for this request signed by your boss. As well,as a copy of the 
actual amendment request sent to Tim Westmoreland of HCFA. Give me a ring if you have any 
questions.' ) 

Thanks, 

..peter (802) 828-3333 
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Vermont is requesting an amendment to our 1115 federal VHAP waiver that 
will expand the nu~ber of Vermonter~ that can access the 18% $ubsidy \ 
currently available through Medicaid. ' 

Those receiving this benefit include: ' 

• All Vermonters over the age of65 (Medicare recipien~s) whom do not 
currently have a prescription drug coverage. , 

• Other Vermonters with incomes up to 300% Federal Poverty Level who do 
not have an insurance program ~at includes :,a drug benefit. ' 

This proposal would work as follows: 
I ' 

i 

1.) Eligible Vermonters enroll in the program and receiye a pard. 
, I 

2.) The individual pays the cost qf diugat Medicaid's reimbursement rates. 
(about 18% discount),: ' 

3.) The phannacy bills EDS and is paid at the full Medicaid rate. This 
, assures the pharmacy of receiving prompt full reimbursement. 

4.) Vermont Department of Social Welfare on a quarterly basis bills the drug 
manufacturer' for the rebate due. ' 

H::>'HV3S3'H~A::> I '10<1 os: 60. (I'H~) 00, 62: '<l3S'''''658582:82:08 , 
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.~ AlllllCUI.'NM. NUn.ITtON, AND ' 
, JOIIIlmrt 

APPROf'filU'T\QN8 
JUDICIAllY!initnlt'tatts t'matt ' 

WASHINCJTCIN, DC 20110-4102 

Jab' 27, 1000• 

" 

The Honorable Dorma E. SbaJala I 

S~ ofHea1th IIl4 ~ ScrW:ci 
U.S. DepartD:J.cm.t ofHealth aDd. Human Serrice. 

200 IadepccleDce AveAue) SW 

W8l~J)C20201 

I ' 

.Dear Secretary Shalala: 

The bjp. Oolt otpmcript.ioa. ~ aa.d the lack otaccess to affordable medica&l0ll8 are aCOIlcem' 
for may Votmt.>4tert, especiallythose who are juat. trying to make _ moot. IlL. dbR to 
address tbii problem, tho State ofVermapt roqullted 1Il1aGdmeD% to ira SeotioD 1115 
demollltrationwaivcr on March 17 ill order to CIlLp* the Pharmacy ProIl'IDl oltho Vcrnacm 
Health Access Plan (VRAP). Through this proposec1 ~ tbousllldl,ofVermoutars would. 
have ac~~ to ctiacoUJl'tl 01\ pharmactnuiCaJI that are ~ar to thole offared. by mart larp 
purcbaaera, ncb" HMOlllld Jarse emplayets. I strqly sv.ppQrt Vc:rmoDtIS offort to apaDd 
tlD. pr~1fIDl for thD benet1i ofits dtiaDa aruI I lIr,. your prompt coasi.clc:ntion a:a.d. aPProval of 
,dda tequelt. . , 

Ift.pproved, YCl'DlDIlt's !lIJi&m,ded WaMr would expand pre8aripdoD dIua coverap to iD.d.tYfduals 
who ate covered by the Mec:ticare program with an incomJ above 150 ~ oftb.e Foderal 
Poverty Mm1 (P!'L) who do DOt c;qrrcntly haft: cIraa cavc:rqe. no apadod. waiver would also 
CO""" aD iDdiliduall with iDcomee up to 300 perceDt ofdle FPL who do not have a beu1k drua ' 
proaram. The Stato ofVCIlIDO.Lli mated. the VBAP proaram'tltith the SOIll o£improWDs tho 
overall health otlower mcome Varmontc:rs by pro'9idiaa acC188 to DtId.ed health care. This 
important program hu helped to addrcu ~ risiDa coste ofpRtcdptiOll driIp - coats that ,are ' 
beoomiDa probibl.ttve tor many ~r espegialIy out moat wlDerable ... the elcler~ aa.4 the 

. cbroa.icllly ilL 

I recently lean1ed that the ~ lleaearoh aad. ~ ofAI:acrica (:PbI.MA) 
.,-rotc to Tim Weat:morolaDd, Director otb CI&lter for Mcdkaid. end State Operadoaa for the 
Hea1tb care FilBncm, AdmiafatratioDt c1et.ra.'HDB PbAMA'a Qbjectiou to VIhlJDDt'a waiver 
tec{ucst. W'bile I _SLOt 1UJl)1'iIcd.by thii group', oppomton to ma:t.fDg pI'8IIc:ript:Jon drugs mare 

'affordable far BCDiora.l am ce:tafaIy disappointed. My coDeaauo Seaator 1~ hal n:quatcd 
a fW11epl a'aaJ.yaU ofVcrmoDt'. waiver request. I amhapotbl t1UI aulyD wm pro\'fde a 
coDCf8te foU1ldatton upon which Veriaont~uequutVIiIl be cmlustod aa4 aJ'FO"ed. 

, , 
.J 

, . 
VQ)IIIIIITDPNDGOllA!'IIOU. ~_MAl"1P8T.II\IIIfIII!lIPI......... 


~~ItIlOClM_~...... 

ORDlAl.fOI.I.JINI ~ 


1PIA'T01I.,~.atlA1UO\/ 

•"',,",DON IItYGIID IWIilI 
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Lptter to Secretary ShalaIa. 
. ~2'712000 . i P.,.2 , 

, TIle Itate', request to amcrid its 'WI:ivet is poteAtially aaroUD&1'brealdag step toWard proWtiDc 
Vermmt~ ,vith the accea to health ~ they deacrvc, mdtI'm, alf'or4abJe preacription drop. 
The iDD.oVitiVl idea laicl out i:J. VcrmoDt'. pIan mayhelp to .ot ID eump1tt IDCl provide 
p:i&mco ILl leaden throupout the Dab",ark to %pike neec1c4 pl"Gript:ioD.drup more 
affordable and &eC181ible for all.Amerioa. . 

,, . 

'1bankYou for your prompt cODli4er. ofVamout'/lrequest andpleue blIP me Wormoct of 
. itlIltatul.·: . 

,, , 
, 

cc::: 

TJm. W~ Dir8CU)t , 

Ceme.r for Medicaid a4 StIti Opcn.tioas' 

Health Care J'irJaDcin; AdmiDistratlon 
 ,. 
<Depanmmt otlieahh end H'Q122ID: $arne. \ 

7500 Security Boule.ard ' 
Baltimora, MD 212.Q,Q"!~U 
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State of Vermont ' 	 AGENCY OF HUMAN SERVICEI 


DBPARTMBNT Of SOCIAL WBLFARB 
COMMlSSIONBa'S omca 

103 Soulb MIlD SIIIeI 
Wlletbury. Vcnnoat 05671-1201 

Tolephone: (802) 241-28.S2 
PM: (802) 241-2830 

March 17. 20()0 

'timothyWestmoreJand, Director 

Center for Medicaid and State Operations 

Health Care Financing Administration 

Department ofHealth and Human Services , 

7500 Security Boulevard ' 

Baltimore, Maryland 21244-1850 


RE: l1-W-0005111 

Dear Mr. Westmoreland: 

Vermont requesta an amendment to its IllS demonstration waiver to include ~ an expansion ofthc 
Pharmacy ProJl'8l1l ofthe Vennont Health Access Plan (VHAP), the followiDg:. . , 	 .

• 
• 	 Any Medicare-covered individuail with income above 150% of the Federal Poverty Level (FPL) 


without drug coverage. This would mcWe druss for acute conditi~ for those beneficiaries 

currently eligible for the pharmacy component-ofour demonstration waver between 150% and 

175% of the FPL who cumntly receive abene,tit only for maintenance druSS. , ' 


• 	 All individuals with iDcomea up to 300'10 ofthC FPL who do DOt have a benefit prosram that 

,includes clrua coverage. 


. 	 . 
" For this purpose. dru, coverqeis any such coverage other than VHAP Pharmacy resanlles.s of .".: ~ ,

beneficiary cost.shari.ns for ~remiums~ deductibles, coiDsunmce, ,or co-payments. ' 	 ." 

VHAP was created with the loal ot improving the health status and ICc~ to needed health care for 

lower income Vermonters. Since the onset ofthe demoDStratiOn, one of the 'major areas ofconcern for 

all health consumers, in Vermont and nationally, has been the ever min, cost,of essential 

phaimaceuticals. ' 


. 
Vermont proposes to extend the Medicaid payznent and. rebate I~Cture to the above two groups of 


. people who have not otherwise been elisible for tWl pbarmaceutical cOverage under VHAP programs. 


. Beneficiaries would have the ability to purchase drugs at I!\ 'price that i. equivalem to the price that 

Medicaid pays Dct ofthe manufactu.rent re~ate available to the Medicaid Pt~pam. , 

, . , "6sese~e~oe 	 H:)Hv:!!s:!np~},.:) I"IOc:! tS:60 (!Hj) 00, 6~ 'c:!:!!s 

http:cost.shari.ns
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Timothy Westmoreland , 

- RE: ll-W-OOOSlIl , 


I' 

March 16. 2000 
Page 2 of3 

I 

We believe that the waiver requiring ameD~ent would'be regarding ~ount, duration, and. aeope of. 
servicei. Beneficiariea ofrbis proposal would only receive a pharmacy benefit and then only upon' 
payment of their share of the prescription or refill. ' , 

. 	 I 

I 


The prograntwill work as follows: . j 

1. 	 For each year. 'an amount will be established to reflect theexpeeted return to the state under the 
rebate provisions ofthe Omnibu8 Bud.set RecoDciliation Act of 1990. This amount will be ,et as a 
perc~ta80 oftotal diu, expcnditW'e1 and. will be the prosram aubaidy. To illustrate. the curtent : 
rebate.iSistimated. to be 18% ofarosl p~annacy expenditures. Thus, 18% will be the subsidy
amount. : ' 	 , ' 

2. 	 An annual enrollment'fee will be set to c~ver the administrative coats ofthe program.. This will be ' 
collected at enrollment and annually th.after as a condition ofongoing coveraae. . 	 . . , . ; , , 

3. 	 An individual found eligible for tho pro~am will be enrolled and issued III id.eDtificatioD,canl 
Individuals elisiblo for VHAP Pharmac),,over 150% of the F~ Cor mainteDaace drugs ~ use 
their Cxistina cards to access co~ge ~r their IlOn-maiDtODaD.Co drup.. " , 

, . 
i 

4. ' The provi'!er ,will swipe ~e card using the ~oint ofSale (POS) sWipe bo~es'that arc prOvided by 
Medicaid 	 '.' i·', " ' ' 

i ' 
S. 	 The provider will identifY the script by NDC and'indicate UDits. 

"6. 	 The Medicaid Management InformatioDI System (MMIS) will verifY eUgl"biUty. price t1ic script at . 
, , 

the Medi~~ ratCOD file. and notify the prOvider of the multi.·.. 

7. 	 .The provider will chlqe III eligible bCD~fic:iary the Medicaicf. ~e less the established program 
lubsidy; for example. with the subsidy ~et at 18% tho beneficiary will be charged. 82% ofthe . 


. ,. Medicaid rate. ' 


. 8. 	 Upon payment, the providt;r will disp~e the drug and submit a claim showiq the.beneficiary 
payment, I . 

9. 	 Thc provider will be reimbursed for the ;subsidyamoWlt. 
l 	 ., ". 

10. The State will bill the drug m.an.ufactu.rCrs to collect the rebate quarterly. 
, . 	 I .• , 

Rebates collected trom'manufacturerS will be dePosited into a revolviDg1\md and. used to pay thi 
subsidy. Initially, State fUnds, which have been includediu the House AppropriatioDl bill, wUI be 

. ,provi~ to Rlcetthe cash flow needs of the, program. ' , 
( 

.Vermont ,anticipates that 3'7,SSO Medicare ~ovmd beDeficiarlea and an add.itional 31,3S0 individuals 
under 300% of the FPL will be eligible for~s expanaiOD. The Department believes that this. ' 

• 


"'''.'-'''' .. ~ .." .......... " .... " ..., .. ,.~- .. 
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, 1" 	 \ . 

. . . 
timothy Wcstmoreland 

RE: 11..W-OOOSI/I 

Marcb 16, 2000 

Paic30f3 


expansion will Dot impact OD the budset neutrality ofthc demonstration since there Will be no benetit 
cost to .the program. As noted above, the Department pll111 to collect an cmoUmentfee to offset the 
cost ofadministering this program. particularly the additional claims processing COSq andataffto 
process beneficiary enrollment and fee collection. Given the nature ofthis waiver amendment. we 
request an approval tb:at will allow the state to retain 100% ofthe fees collected from beIleficiaries. 
This will enable us to keep that amount low and encourage particip~tion. Attached is an analysis ofour .. 
~~~~.' .:". .' 

We believe this is an opportunity for the H~th Care Financin,g Admiaistration to 111811 the drua 
utilization pattems ofconsumers, especially the Medicare'po'p~on, usiDs existiq Medicaid. service 
delivery systems and administrative structures. The iDlonnatiOl'l'8vailable throuah Vermont', ~ 

. will be invaluable in evaluatiq optiODS for ID8kiJ1a medicines ~essible to many,AmeriCIDS in need. 
, , 	 ' '. 

. . . i 	 . 

Vermont has beal worldnS closely with other states, particularly New Hampshire and Maine, on 

pharmacy cost contaimnent and coverase expaaion stratesh;'. It is possible that UDder our . 

d.emolLltration, these two states ~sbt be willig to pilot Options that parallel our proposal or join with 

Vermont as part ofthi.'plOpOIal ifthat were feuible 10mBCFA', pcnpective. In that way' a ~~er : 


.pool ofeligibles would present a greater yolume ofdru,gutilization iJ;IformatioD for BCFA pro~ . . . 
purposes.. . . 

'~":"; ' ... " 

. . . II!' 	 ..,.'.'' . ' 

Ifyou or your colleagues have any queatioDS, please coDtact Allnl.ua, Manaaed care Seni~ ,:';:' " .; 
Administrator. at 802·241·2766. As always, we appreciate your coa~mJed &llilitIDce in support ~f~~ .::.;.?;' :, 
eft'ol18 to improve IeCca,.service coordination and. quality care to our beneficiaries. . .~ .' 

, 	 :,' '\. - ., ' .. 

Sincerely, • 

~~~ 
BillCll I. Elliott . 

•' Colmnisaioner . 
. 

cc: 	 .Howard Dean, M.D., GoverDOr . . 
M.lane Kitchel, Secretary, AHS 
Ronald P~ton. Ph.D" Associate aeSional Administrator, HHS· Region 1 
Paul Wallace-Brodeur. Director, OVHA . . 

P:\USBll\PAULMVHAP wai¥tl' ..... Rx..doc 

, 
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OPTrONAl fORM 99 (7-90) 

FAX TRANSMITTAL , 01 p~gO$'" 

FromDEPARTMENT OF HEALTH AND HUMAN SEI 

Pt\one' 

TO 

8099-101 ilf:NERAL SERVices ADMINISTRATION 

MEDICAID NEWS: 
FOR IMMEDIATE RELEASE Contact; HCFA Press Office 
November 3, 2000 (202) 690-6145 

HCFA APPROVES VERMONT PLAN 
TO PROVIDE ACCESS T~ PRESCRrPT.ION DRUG DISCOUNTS 

, 

The Health Care Financing Adminis~fation today announced an expanded Medicaid 
demonstration in Vennont that builds on 9J} existing program to provide discounts on prescription 
dnigs for thousands ofMedicare beneficiaries and others in that state who,lack drug coverage. 

The new initiative. known as the Phaimacy 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 program. . 

Vennont already has a program for Medicare beneficiaries with incomes below 150 percent 
ofthe federal poverty level (FPL). The Pharmacy Discount Program will a]so expand access to 
prescription drug discounts to non-elderly adults with incomes at or below 300 percent ofFPL 
who currently lack drug coverage. . 

Although this new initiative does not Iprovide 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 wi)) begin the 

I 

expansion on Jan. 1,2001 and estimates that nearly 70,000 state ~esidents who do not have drug 
coverage would be eligible, including almost 38.000 Medicare beneficiaries. Panicipants will pay 
an enrollment fee of up to $24 per year. 

I, . . 

"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 HCF A Acting Admini strator 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 ofMedicare beneficiaries," Hash said. "We believe it 
is essential to enact a voluntary, affordable prescription drug benefit. for all Medicare beneficiaries 
in all. 50 states.?' 

# # # 
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Vermont Phar,macy Rebate Amendment 
Draft Q's and A's 
\ Draft 10/31 

Q: 	 So if states can do this, why d,o we need a prescription drug program that's 
run by the federal government? 

A. 	 While we applaud Vermont for. its innovative, approach to access to current 
Medicaid prescription drug priges, 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 <;>n a patchwork 
system at the state level, with varying eligibility requirements and benefits, that 
continues to leave many senior~ 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 Medicaid 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 ts best done in the context of updating the Medicare 
benefit package for all beneficiaries. 

, 

, I 

Q: 	 Why are we approving the ~ermont request, since the Department has 
opposed State-based pharmacy programs on the Medicare side? 

i 

A: 	 The Vermont program differs significantly from the state low-income drug 
assistance programs in severali 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 in~ome-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. 

I 

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 sthte 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 b.enefit that is available to all Medicare beneficiaries regardless of 
income. 	 i 



Q: 

A: 

Q: 

A: 

Q: 

A: 

Q: 

A: 

I 	 , 
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. 

'J	Could we be providing access: to discounts to people with relatively high 
incomes? 

I 

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 o:t'high-income seniors have high drug costs as low­
income seniors. Those seniors with very high incomes who already have 
insurance would be ineligible td participate in this program and, because this is 
not an insurance benefit, would have no incentive to drop their current coverage 
in order to access the Medicaid discount. 

I 

Why is the Vermont request lJeing approved when Maine's was not? 

I 
We are continuing to review Maine'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 p~rt ofan existing demonstration. The main 
outstanding issue is budget neutrality,which the State has not been able to 
demonstrate so far. The VermOlit proposal, on the other hand, is an amendment to 
a long-standing section 1115 demonstration (VHAP). Budget neutrality is not an 
issue, since there is no net Federal benefit cost associated with PDP. Finally, 
although this is a single benefit program for the,P:pp population, it is part of a 
larger demonstration that provides the full range of Medicaid benefits. 

, 	 I 

How will the PDP benefit be accessed? 
I 

I 

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 progran1. 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. 

I 

Will you approve this type of waiver in other I 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' 



would use this approach to provide 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. 

Q: Isn't this proposal "price controls" and the Administration's back-door way 
to punish the drug industry? ! 

A: No. Because Medicaid is a vol\lntary program, pharmaceutical companies do not 
have to provide prescription drugs at the Medicaid prices. 

I 


