Advocacy Associations and Groups

Date of Meeting
October 30, 2009

Meeting Place

DHS Parkway Building

Room 15 (entrance on SW corner, near Broadway Café)
2850 Broadway St NE

Salem, OR 97303

Start Time: 2:00 p.m.

Ending Time: 4:00 p.m.

Important Topic of Discussion

Discuss potential budget reduction options

Contact:
dmap.distribution@state.or.us





REDUCTION OPTIONS
DIVISION OF MEDICAL ASSISTANCE PROGRAMS

Program Unit/Activity Description

GF

OF

TOTAL FUNDS

Is a Statutory
Change needed to
make this
reduction? If so
what is the statute
that is affected?

What are the "lead
time" assumptions for|
this reduction?
(Please describe any
notification of clients
requirements, CMS
approval, etc.)

Estimated number of
people affected by this
reduction (with Precast

as the base).

Efficiencies

Cost Allocate DMAP Admin Personal Services between Medicaid and Title XXI.
The Division of Medical Assistance Programs is identifying administrative costs that
could be allocated to both Medicaid (Title XIX) and the Children's Health Insurance
Program (Title XXI), rather than just Medicaid. Administrative costs claimed under
Title XXI are reimbursed at the program match rate, which is higher than Medicaid's
50% administrative match rate. This action will increase the amount of federal fund
reimbursement for administrative costs.

$ (458,000)

No

No Client Impact

Administrative Reductions of 5% (in 1% increments). All DHS divisions are
proposing reductions to their administrative budgets up to 5%.

$ (951,000)

(1,903,000)

No

No Client Impact

Reduce administrative burden to the MCOs. Projected savings of .5% effective
July 1, 2010. This reduction would have the department lessen the administrative
burden on managed care organizations (MCOs) and decrease their capitation
payments by .5%. To the extent that the administrative burden doesn't decrease
commensurate with the .5% capitation rate reduction, MCOs would have less
money to pay for medical, dental, and mental health services for enrolled OHP
clients.

$ (2,330,000)| $

(650,000)

(9,386,000)

No

CMS approval needed
(Rates/Contracts)

All managed care providers

Pay paper claims at 20 days. Effective January 1, 2011. The reduction would
impose a 20-day lag between the date a medical claim submitted by paper is
received and the date of payment. This reduction has no impact on clients.
Providers submitting paper claims would experience a delay in their payments.

$ (511,000)| $

(168,000)

(1,882,000)

No

After Stimulus FMAP
Expires; MMIS Change
Needed

Fee-For-Serivce Providers

Hemophilia sole provider/disease services management (DSM) RFP to
mandate 340b price for all hemophilia drugs. Effective September 1, 2010. This
reduction would have the department issue a request for proposal (RFP) to contract
for a sole source provider to supply all hemophilia drugs at a mandated price, as
provided by Section 340b of the Public Health Services Act. This reduction may
impact where clients receive their drugs.

$ (556,000)| $

(87,000)

$

(1,939,000)

No

CMS approval of a
1915b waiver; MMIS
change needed

25 Clients

Mandatory mail order for fee-for-service chronic drugs. Effective September 1,
2010. This reduction would require clients who are in the fee-for-service delivery
system and who need prescription drugs for chronic conditions to obtain their drugs
through a contracted mail-order provider. Clients would no longer have freedom of
choice in where they obtained these drugs.

$ (128,000)| $

(452,000)

No

CMS approval of a
1915b waiver; MMIS
change needed

115,000 Fee-for-Service
Clients
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REDUCTION OPTIONS

DIVISION OF MEDICAL ASSISTANCE PROGRAMS

Program Unit/Activity Description

GF OF

TOTAL FUNDS

Is a Statutory
Change needed to
make this
reduction? If so
what is the statute
that is affected?

What are the "lead
time" assumptions for|
this reduction?
(Please describe any
notification of clients
requirements, CMS
approval, etc.)

Estimated number of
people affected by this
reduction (with Precast

as the base).

Pull out of the Sovereign States Drug Consortium (SSDC) and negotiate
rebates independently. Savings estimate is based on a 10% increase above
current SSDC negotiated rebates. Effective January 2011. This reduction would
have the department revoke its membership to the Sovereign States Drug
Consortium (SSDC), which negotiates rebates on the behalf of member states, and
independently negotiate rebates with drug manufacturers. This reduction would
have no impact on services or outcomes. Would need an additional staff person
classified as an Operational & Policy Analyst 2 (OPA 2) for the pharmacy program.

$ (3,000)| $ 10,000 | $

14,000

No

CMS review to
determine if a SPA is
needed

Drug Manufacturers

Add mental health drugs to the enforceable Preferred Drug List (PDL).
Effective September 1, 2010. This reduction would require adherence to the
Preferred Drug List (PDL) for mental health drugs. Exceptions to the PDL would be
administered by prior authorization. An enforceable PDL for mental health drugs
would increase usage of preferred drugs from 66% to 80%. There would be no
limitations on access to prescriptions for this reduction. Before being placed on the
PDL, drugs are subjected to rigorous evidence review. Thereafter, prescribing and
patient utilization behaviors are managed by the prospective and retrospective drug
utilization reviews and provider education. This reduction would be a policy change
that extends beyond the political agreements reached last legislative session on
pharmacy issues.

$  (2,711,000)| $ 227,000 | $

(7,602,000)

ORS 414.325
ORS 414.336

CMS approval needed
(SPA); MMIS change
needed

570,000 Clients

Limit utilization of non-preferred drugs. Effective September 1, 2010. This
reduction would eliminate the provision currently in statute that allows a prescriber to
order a non-preferred drug and have it paid for by the Oregon Health Plan when a
preferred drug for the treatment is on the Preferred Drug List (PDL). Safeguards
would prevent any negative impact on clients. Savings would be realized in two
ways: 1) through increased utilization of preferred drugs that have been found to be
the most cost-effective while also judged to be efficacious based on a review of the
clinical evidence available, and 2) from additional drug rebate revenue from
manufacturers who benefit from having their drugs on a more restrictive PDL that
increases their market share. This reduction would be a policy change that extends
beyond the political agreements reached last legislative session on pharmacy
issues.

$  (1,030,000)| $ (129,000)| $

(3,534,000)

ORS 414.325

CMS approval needed
(SPA)

115,000 Clients

Make Preferred Drug List (PDL) more restrictive through selection criteria.
Effective January 1, 2011. This reduction would make more restrictive the criteria
used to determine which drugs qualify for the Preferred Drug List (PDL). For
example, drugs would have to be among the 25% cheapest in their class, as
opposed to being among the 50% cheapest drugs in their class. Many new clients
and their providers would have to switch from their current prescriptions to drugs
making the list based on the new criteria.

$ (512,000)| $ (64,000)| $

(2,218,000)

No

Clients

DRAFT

Page 2
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DIVISION OF MEDICAL ASSISTANCE PROGRAMS

Program Unit/Activity Description

GF

OF

TOTAL FUNDS

Is a Statutory
Change needed to
make this
reduction? If so
what is the statute
that is affected?

What are the "lead
time" assumptions for|
this reduction?
(Please describe any
notification of clients
requirements, CMS
approval, etc.)

Estimated number of
people affected by this
reduction (with Precast

as the base).

Rates

Reduce Average Wholesale Prices (AWP) on 1,400 national drug codes by 5%.
Effective October 2, 2009. A court settlement resulted in a 5% reduction to
Average Wholesale Prices (AWP), a benchmark for prescription drug pricing. The
Oregon Health Plan uses AWP as a basis for prescription drug reimbursement in
the fee-for-service delivery system. The 5% reduction to AWP meant a 5%
reduction to prescription drug reimbursement for pharmacies participating in the
program. This reduction could cause some pharmacies to no longer serve OHP
clients. Clients in rural areas may have to travel further to fill their prescriptions.
Pharmacy groups have filed suits against a number of state Medicaid programs
implementing this reduction.

$

(2,029,000)| $ - s

(6,759,000)

No

Pharmacy Providers

Change DRG hospital inpatient reimbursement to the Medicare payment
methodology (for MCOs only). Projected savings of 2.0% effective January 1,
2011. This reduction would change the method for determining the amount paid in
the capitation rates to managed care organizations (MCOs) for inpatient services
provided by Diagnostic Related Group (DRG) hospitals (those with 50 beds or
more). The method would switch from a cost-based calculation to one based on the
Medicare payment system for DRG hospital inpatient services. Rates based on
Medicare are typically less than cost.

$

(1,357,000)| $

(522,000)| $

(5,108,000)

No

CMS approval needed
(Rates/Contracts)

FCHP and MHO Providers

Change DRG hospital outpatient reimbursement to the Medicare Payment

Methodology (for MCOs & FFS). Projected savings of 2.5% effective January 1,

2011. This reduction would change outpatient reimbursement to Diagnostic Related
Group (DRG) hospitals (those with 50 beds or more) in both the managed care and
fee-for-service delivery systems. In managed care, the method for determining the
amount paid in capitation rates for outpatient services would switch from a cost-
based calculation to one based on the Medicare payment system for outpatient
services. In fee-for-service, reimbursement would switch from rates based on cost to
the Medicare payment system for outpatient services. Rates based on Medicare are
typically less than cost.

$

(1,090,000)| $

(506,000)| $

(4,397,000)

No

CMS approval needed
(Rates/Contracts/SPA)

FCHP and PCO Providers;
DRG Fee-For-Service
Providers

Eliminate Graduate Medical Education (GME) payments to hospitals effective
July 1, 2010. This reduction would eliminate Medicaid payments to hospitals to
offset costs associated with graduate medical programs. For example, residents
may order more tests than experienced physicians. Over 75% of the funding goes to
OHSU.

$

(3,644,000)| $

(2,190,000)| $

(18,541,000)

No

CMS approvals needed
(Rates/Contracts/SPA)

Providers

DRAFT

Page 3






REDUCTION OPTIONS
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What are the "lead
Is a Statutory time" assumptions for| .
Change needed to . ; Estimated number of
. . L. make this s reduct!on? people affected by this
Program Unit/Activity Description GF OF TOTAL FUNDS reduction? If so (Plggse qescrubg any | " uction i (Frees;
what is the statute notlflgatlon ClfEEIE as the base).
that is affected? requirements, CMS
approval, etc.)

Withhold 1% of capitation rate for performance bonuses from Managed Care
Plans with Payout in the 2011-13 biennium. Effective January 1, 2011. This
reduction would withhold 1% of the capitation rates paid to managed care CMS approval needed .
organizations (MCOs) for a performance bonus to be paid out next biennium. MCOs | $  (2,738,000)| $ (794,000)| $ (9,690,000) No (Rates/Contracts) All managed care providers
would have less money this biennium to pay for medical, dental, and mental health
services for enrolled OHP clients.
Implement a 9.5% reduction to the 200 plus Durable Medical Equipment (DME)
codes that Medicare reduced in January 2009. Effective September 1, 2010.
This reduction would impose a 9.5% reduction in the fee-for-service delivery system
for specific durable medical equipment (DME) codes, consistent with a reduction Provider notification .
implemented in the Medicare program in 2009. A reduction in rates may cause $ (368,000)| $ (30,000)| $ (1,200,000) No required DME Providers
some DME providers to stop participating in the program, creating access problems
for clients in areas with few providers.
Keep trend flat for MCO rates through June 30, 2011. Effective January 1, 2011.
This reduction would limit increases to capitation rates paid to managed care
organizations (MCOs) effective January 1, 2011, which is the start of a new contract
year and rate cycle. MCOs would have to continue to provide the same level of CMS approval needed )
services but may not be able to pay providers adequately for their costs, possibly $ (4,949,000) $ 971,000 | $ (10,544,000) No (Rates/Contracts) All managed care providers
creating access problems. Some MCOs may have to spend reserves to maintain
appropriate access.
Implement a 5% reduction to the following fee-for-service rates: ambulance
transportation services, durable medical equipment (DME), maternity case
management, medical/surgical services, targeted case management, and
yision. Effective September 1, 2010. This reduction would Iower by 5% OHP rates CMS approval needed
in thg fee-for_-serwce delivery syste_m for ambulance transportgtlon services, dgrable $ (328,000)| $ R $ (997,000) No (SPA); MMIS change Providers
medical equipment (DME), maternity case management, medical/surgical services, needed
targeted case management, and vision. This reduction may have an impact on
clients' access to services.
Reduce the Diagnostic Related Group (DRG) hospital component of the No.
capitation rates from 76% to 72%. Effective June 1, 2010. Diagnostic Related Note: Stakeholders
Group (DRG) hospitals and managed care organizations (MCOs) would continue to may be interested in
receive less reimbursement than their cost of services. MCOs would likely be amending Section 9, CMS approval needed DRG hospitals and
pressured by hospitals to pay more than MCOs are paid in the capitation rates for $  (8,279,000)| $ (1,329,000)| $ (30,514,000) |Chapter 736, Oregon (Rates/Contracts) Managed Care
those services. If MCOs pay more, this means less reimbursement (less than cost) Laws 2003, as Organizations
for other providers, such as physicians. As a result, MCOs may have difficulty amended by Section
providing clients optimal access to medical services. 17 of ';iiiti? (2009
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Is a Statutory
Change needed to
make this

What are the "lead
time" assumptions for|
this reduction?

Estimated number of
people affected by this

Program Unit/Activity Description GF OF TOTAL FUNDS reduction? If so || (P'ease describe any || ' P (with Precast
. ) notification of clients
what is the statute : as the base).
that is affected? FEEUITEIE S, Chils
approval, etc.)

Benefits
Eliminate certain Medicaid optional services. Effective date September 1, 2010.
This reduction would eliminate certain services that are considered optional under
federal Medicaid regulations for non-pregnant adults, age 21 and older, covered CMS approval needed
under the OHP Plus benefit package. These services are as follows: private duty (SPA/Waiver/Rates/Co )
nursing, prosthetic devices, hearing aids, chiropractic services, and podiatrist (640,000) - (1,929,000) No ntracts); MMIS change 147,000 Clients
services. Clients needing these services would have difficulty becoming self- needed
sufficient. Also, their overall health and qualify of life would suffer.
Eliminate the remainder of Adult Dental (excluding pregnant women). Effective
September 1, 2010. This reduction would eliminate all dental services for non-
pregnant adults, age 21 and older, who are covered under the OHP Plus benefit
package. Without dental coverage, clients' overall physical health would negatively (ggmg?\;g\r'g;z?ég
be affected, especially for those who are seniors or have disabilities. This would (7,475,000) - (23,223,000) No ntracts); MMIS change 147,000 Clients
lead to higher emergency room visits, shifting of costs onto fully capitated health ﬁeeded
plans (FCHPs) and hospitals. This uncompensated care provided by hospitals would
ultimately lead to higher premiums for insured patients.
Populations
Eliminate the Breast and Cervical Cancer Program. Effective January 1, 2011.
This reduction would eliminate the Breast and Cervical Cancer Program that CMS approval needed
provides OHP Plus benefits to uninsured women who have been diagnosed and ORS 414.532 (SPA); MMIS change
need treatment for breast or cervical cancer. Women currently on the program $  (1,801,000)( $ (303,000) $ (8,073,000)|  through ORS needed; Start date 500 Clients
would lose health coverage to pay for their treatment. Newly diagnosed women 414.540 follows the I-|ftr?|g of
would not have health coverage to start treatment. ARRA restrictions
Offsets from reductions in SPD, CAF, AMH, ASD & PHD $ _ $ _ $ _ ?
DMAP impact of SPD SSI reduction: Limit eligibility for clients who are aged,
blind, and disabled to 100% of SSI. Effective January 1, 2011. $  (22,756,000)| $ (1,718,000)| $ (65,740,000) ?
Total $ (66,644,000)| $  (7,282,000)| $  (215,617,000)
Target for Reductions $ (113,000,000)
Remaining needed $  (46,356,000)
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