


S t a  t l? o v  A l a s  k a
O F F I C E  O F  T H E  G O V E R N O R  

J  U  N  E  A  U

M E M O R A N D U M

TO: T h e  H o n o r a b l e  D o n  B e n n e t t

FROM :  G e o r g e  S u l l i v a n
L e g i s l a t i v e  L i a i s o n  
O f f i c e  o f  t h e  G o v e r n o i

a *

D A T E :  M a y  5 ,  1 9 8 7

S U B J E C T : S B  2 5 5

We d i s c u s s e d  SB  2 5 5  o n  P h a r m a c e u t i c s  I s / G R M  a n d  I  r e c a l l  y o u  
e x p r e s s e d  c o n c e r n  t h a t  t h e  A l a s k a n  N a t i v e s  t h a t  w o u l d  l i k e l y  
p a r t i c i p a t e  i n  t h i s  p r o g r a m  w o u l d  f a r  e x c e e d  d n  c o s t s  w h a t  
we w e r e  p r o j e c t i n g  i n  s a v i n g s  t o  t h e  s t a t e .

I  am a t t a c h i n g  a  l e t t e r  f r o m  C o m m i s s i o n e r  M y r a  M u n s o n  f o r  
y o u r  i n f o r m a t i o n .  H e r  b e s t  e s t i m a t e  i n d i c a t e s  t h a t  t h e  
s t a t e  c o u l d  s t i l l  s a v e  i n  e x c e s s  o f  o v e r  1 m i l l i o n  d o l l a r s  a  
y e a r  b y  p a s s a g e  o f  S B  2 5 5 .

E n c l o s u r e

c c :  T h e  H o n o r a b l e  W i l l i e  H e n s l e y  w / e n c l o s u r e
T h e  . H o n o r a b l e  J o h n e  B i n k l e y  w / e n c l o s u r e  
T h e  H o n o r a b l e  F r e d  Z h a r o f f  w / e n c l o s u r e  
T h e  H o n o r a b l e  P a u l  F i s c h e r  w / e n c l o s u r e

I s  t h e r e  a n y  a d d i t i o n a l  i n f o r m a t i o n  we c o u l d  p r o v i d e  y o u  
t o  g e t  t h i s  b i l l  o u t  o f  y o u r  c o m m i t t e e ?  I f  s o ,  g i v e  me 
a  r i n g  a t  3 5 0 0 .

P a u l :

G e o r g e



MEMORANDUM State of Alaska
TO: G e o r g e  S u l l i v a n  

L e g i s l a t i v e  L o b b y i s t  
O f f i c e  o f  t h e  G o v e r n o r

THRU:

DATE: 

FILE NO: 

TELEPHONE NO: 

SUBJECT:

M ay  4 ,  1 9 8 7

4 6 5 - 3 0 3 0

C r o s s o v e r  o f  N a t i v e s  
i n t o  M e d i c a i d  D r u g  
P r o g r a m

FROM: I ^ i o n e r
D e p a r t m e n t  o f  H e a l t h  a n d  

S o c i a l  S e r v i c e s

I t  i s  c o r r e c t  t h a t  m o r e  A l a s k a n  N a t i v e s  a r e  l i k e l y  t o  
p a r t i c i p a t e  i n  a  . M e d i c a i d - f u n d e d  p h a r m a c y  p r o g r a m  t h a n  c u r ­
r e n t l y  p a r t i c i p a t e  i n  t h e  G e n e r a l  R e l i e f  M e d i c a l  A s s i s t a n c e  
( G R M ) - f u n d e d  p h a r m a c y  p r o g r a m .  H o w e v e r ,  we  h a v e  d e t e r m i n e d  
t h a t  t h e  m a x im u m  c o s t  t o  t h e  s t a t e  w i l l  n o t  e x c e e d  $ 4 1 0 , 5 0 0  
a n d  w i l l  m o s t  l i k e l y  n o t  c o s t  m o r e  t h a n  $ 1 3 6 , 6 0 0 . T h e  n e t  
e f f e c t  o f  p a s s a g e  o f  S B  2 5 5  w i l l  b e  a  1 m i l l i o n  d o l l a r  s a v i n g s  
t o  t h e  s t a t e ,  e v e n  w i t h  t h e  c r o s s o v e r  o f  N a t i v e s  f r o m  GRM.

T h e r e  a r e  c u r r e n t l y  2 4 , 0 0 0  A l a s k a n s  e l i g i b l e  f o r  
M e d i c a i d .  A p p r o x i m a t e l y  1 0 , 5 0 0  a r e  N a t i v e s .  T o  q u a l i f y  f o r  
M e d i c a i d ,  a n  i n d i v i d u a l  m u s t  b e  a g e d ,  b l i n d ,  d i s a b l e d ,  u n d e r  
a g e  2 1 ,  a n  AFDC p a r e n t ,  o r  p r e g n a n t  a n d  i m p o v e r i s h e d .  T h e  
a d d i t i o n  o f  p h a r m a c y  s e r v i c e s  t o  M e d i c a i d  w i l l  n o t  r e s u l t  i n  
a n  i n c r e a s e  i n  t h e  n u m b e r  o f  M e d i c a i d - e l i g i b l e  N a t i v e s ;  h o w ­
e v e r ,  i t  i s  l i k e l y  t o  r e s u l t  i n  a n  i n c r e a s e  i n  t h e  n u m b e r  o f  
n o n - I H S  p h a r m a c y  c l a i m s  f o r  M e d i c a i d - e l i g i b l e  N a t i v e s  f o r  
w h i c h  t h e  s t a t e  m u s t  p a y  5 0%  o f  t h e  c h a r g e .  ( N o t e :  a s  p r o ­
v i d e d  u n d e r  f e d e r a l  r u l e s ,  t h e  s t a t e  c a n  c l a i m  1 0 0 %  f e d e r a l  
r e i m b u r s e m e n t  f o r  a l l  o f  t h e  m e d i c a l  b i l l s  s u b m i t t e d  f r o m  I I I S  
f a c i l i t i e s . )

1 5%  o f  M e d i c a i d - e l i g i b l e  N a t i v e s  a r e  c u r r e n t l y  r e c o r d e d  
a s  u s i n g  p h a r m a c y  s e r v i c e s  a t  a  c o s t  o f  $ 2 6 0 , 3 ^ 2  i n  s t a t e  
f u n d s  p e r  y e a r .  H o w e v e r ,  d e c l a r a t i o n  o f  r a c e  o n  t h e  a p p l i ­
c a t i o n  i s  v o l u n t a r y  a n d  e x p e r i e n c e  h a s  s h o w n  t h a t  a s  h i g h  a s  
5 0%  o f  t h e  i n d i v i d u a l s  i n  t h e  u n k n o w n  c a t e g o r y  a r e ,  i n  f a c t ,  
N a t i v e .  N e v e r t h e l e s s ,  t h e  a v e r a g e  u t i l i z a t i o n  o f  p h a r m a c y  
s e r v i c e s  b y  o t h e r  g r o u p s  i s  6 9 % ,  s o  i f  a l l  6 9%  o f  t h e  
M e d i c a i d - e l i g i b l e  N a t i v e s  p u r c h a s e d  d r u g s  a t  n o n - I H S  f a c i l i ­
t i e s ,  i t  w o u l d  c o s t  t h e  s t a t e  a  m a x im u m  o f  $ 4 1 0 , 3 3 3 .

I t  i s  v e r y  u n l i k e l y  t h a t  a l l  M e d i c a i d - e l i g i b l e  N a t i v e s  
w i l l  c h a n g e  t h e i r  p h a r m a c y  u t i l i z a t i o n  p a t t e r n s  b e c a u s e :

OOtAtncv. 8/B5I



Mr. S u l l i v a n - 2 - M a y  4, 1 9 8 7

1 .  P r i o r  e x p e r i e n c e  h a s  s h o w n  t h a t  n o t  a l l  N a t i v e s  w i l l  
u s e  n o n - I H S  f a c i l i t i e s ,  e s p e c i a l l y  i n  p l a c e s  l i k e  
B e t h e l  a n d  N o m e ;  a n d

2 .  a t  l e a s t  15%  ( a n d  p r o b a b l y  m a n y  m o r e )  o f  t h e  N a t i v e s  
h a v e  a l r e a d y  c r o s s e d  o v e r  t o  t h e  S t a t e  p r o g r a m ,  
e s p e c i a l l y  i n  t h o s e  a r e a s  w h e r e  a n  I H S  f a c i l i t y  d o e s  
n o t  e x i s t  o r  i s  l e s s  c o n v e n i e n t  t h a n  p r i v a t e  p h a r ­
m a c i e s ;

3 .  t h e  N a t i v e  c r o s s o v e r  p h e n m e n o n  d i d  n o t  o c c u r  t o  
n o n - I H S  f a c i l i t i e s  w h e n  o t h e r ,  m o r e  c o s t l y  s e r v i c e s  
w e r e  m o v e d  f r o m  GRM t o  M e d i c a i d  i n  r e c e n t  y e a r s ;  a n d

4 .  t h e  a m o u n t  p a i d  p e r  p r e s c r i p t i o n  w i l l  g e n e r a l l y  b e  
l e s s  u n d e r  a  M e d i c a i d  d r u g  p r o g r a m ,  r e s u l t i n g  i n  a n  
o v e r a l l  l e s s  e x p e n s i v e  d r u g  p r o g r a m  f o r  t h e  s t a t e .

F i n a l l y ,  a s  y o u  k n o w ,  n o  s a v i n g s  w i l l  a c c r u e  t o  t h e  s t a t e  
f r o m  p a s s  g e  o f  t h i s  b i l l  u n t i l  t h e  o f f s e t  f o r  F Y 8 9 .  T h e  
b i l l ' s  J i . a . y  1 ,  1 9 8 8  e f f e c t  d a t e  a l l o w s  t h e  d e p a r t m e n t  t o  p l a n  
a n d  t o  i m p l e m e n t  t h e  c h a n g e s  n e c e s s a r y  t o  a d m i n i s t e r  a  M e d i ­
c a i d  p h a r m a c y  p r o g r a m  a t  a  v e r y  o p p o r t u n e  t i m e .  T h e  d e p a r t ­
m e n t  i s  i n  t h e  p r o c e s s  o f  d e v e l o p i n g  a n d  i m p l e m e n t i n g  a  n e w  
m e d i c a l  p a y m e n t s  s y s t e m  t h a t  w i l l  n o t  b e  o p e r a t i o n a l  u n t i l  
S p r i n g  o f  1 9 8 8 .  I t  i s  n o t  f e a s i b l e  o r  c o s t - e f f e c t i v e  t o  m a k e  
t h e  n e c e s s a r y  c h a n g e s  i n  t h e  e x i s t i n g  p a y m e n t  s y s t e m  w i t h  t h e  
c u r r e n t  c o n t r a c t o r  w h i l e  w e  a r e  i n  t h e  p r o c e s s  o f  d e s i g n i n g  a  
n e w  s y s t e m  w i t h  a  n e w  c o n t r a c t o r .  A l t h o u g h  i t  i s  u n f o r t u n a t e  
t h a t  w e  c a n ' t  b e g i n  t o  s a v e  m o n e y  s o o n e r ,  I  b e l i e v e  t h a t  t h e  
d e l a y  c a r r i e s  s e v e r a l  a d v a n t a g e s .  F i r s t ,  i t  a l l o w s  t h e  s t a t e  
t o  h i r e  a  p h a r m a c i s t  t o  a s s i s t  w i t h  d e s i g n i n g  a n d  t e s t i n g  t h e  
n e w  p a y m e n t  s y s t e m  w h i l e  w o r k i n g  w i t h  p h a r m a c i s t s  t h r o u g h o u t  
t h e  s t a t e  t o  e n s u r e  t h a t  i t  i s  a  s y s t e m  t h a t  t h e y  c a n  a c c e p t  
a n d  s e c o n d l y ,  i t  a l l o w s  t h e  s t a t e  t o  c l a i m  75%  F F P  i n s t e a d  o f  
t h e  c u r r e n t  5 0%  F F P  f o r  t h e  a c t u a l  c o s t  o f  p r o c e s s i n g  t h e  
p h a r m a c y  c l a i m s .

I  a p p r e c i a t e  y o u r  i n t e r e s t  a n d  a s s i s t a n c e  w i t h  t h i s  v e r y  
i m p o r t a n t  i s s u e .  I f  y o u  h a v e  a n y  f u r t h e r  q u e s t i o n s ,  p l e a s e  
c o n t a c t  K i m  B u s c h ,  A c t i n g  D i r e c t o r  o f  t h e  D i v i s i o n  o f  M e d i c a l  
A s s i s t a n c e ,  a t  4 6 5 - 3 3 5 5  o r  m e .



im m  I'MWSMtSHHv'j ,  ' ,'Â rKf,i 
,<»>. -i ,<r i u tvt.li j i~/V M'ipi i oko*j

ALLOCATED TO PRESCR IPT ION  MZD1CATICN

5 tate 1931 1982 1 9 8 3 1984 19S5

U . S .  T o t a l 5 . 0 6 5 . 3 % 5 . 5 % 5 . 8 % 6 . 1 %

A l a b a m a 8 . 6 % 8 . 4 % S. 696 9 . 6 % 10. 0 %
A l a s k a - - - - -

A r i z o n a - - - - -

A r k a n s a s 8 . 5 % 7 . 9 % 9.096 10. 2 % 1 0 . 5 %

C a l i  f o r n i a 6 . 1 % 6.596 6.096 5 . 9 % 6.596

C o l o r a d o 5 . 6 % 5 . 9 % 5.896 5 . 7 % 5 . 8 %

C o n n e c t i c u t 4 . 7 % 4 . 8 % 4 . 3 % 4 . 6 % 4 . 8 %

D e  1 a w a r e 4 . 4 % 4 . 4 % 4 . 4 % 4 . 5 % 5 . 0 %

D . C . 3.896 3 . 8 % 3.796 5 . 0 % 3 . 0 %

F l o r  ida 9 . 4 % 8 . 8 % 8.996 1 0 . 3 % 9 . 0 %

G e o r g i a 10. 2 % 8 . 4 % 10. 1 % 1 1 . 4 % 11.096

H a w a i  i 4.396 4 . 2 % 4.596 4 . 9 % 5.096

I d a h o 4.196 3.996 3 . 9 % 3 . 7 % 3 . 6 %

111 inoi s 7 . 5 % 6 . 8 % 7 . 2 % 5 . 9 % 6.696

I n d i a n a 7 . 4 % 7.496 6.696 6 . 9 % 7 . 0 %

Iow a 5 . 6 % 5 . 6 % 6.196 6 . 6 % 6 . 9 %

K a n s a s 6 . 6 % 6 . 7 % 6 . 3 % 6 . 9 % 7.296

K e n t u c k y 4 . 6 % 4 . 6 % 4 . 7 % 5 . 8 % 6.396

L o u i  si a n a 10.696 9 . 0 % 8.596 9 . 0 % 9 , 6 %

M a i n e 6 . 5 % 5 . 8 % 6.096 6 . 3 % 7 . 0 %

M a r y l a n d 5 . 5 % 6 . 0 % 6 . 4 % 6 . 7 % 6 . 4 %

M a s s a c h u s e t t s 4 . 2 % 4 . 1 % 3.996 4.396 4.596

M i c h i g a n 5.996 5.596 5 . 5 % 5 . 5 % 6.596

M i n n e s o t a 6.096 3 . 7 % 3.596 3 . 8 % 4 . 2 %

M i  ss i ss ippi 1 1 . 5 % 10. 8 % 1 2 . 3 % 1 2 . 7 % 13.296

M i s s o u r i 8.496 6 . 0 % 5 . 5 % 5.996 6.4.5

M o n t a n a 4 . 8 % 4 . 8 % 4.696 5 . 5 % 5.896

N e b r a s k a 7 . 1 % 7 . 1 % 7.396 7.59 6 8,596

N e v a d a 3.796 3 . 7 % 3 . 6 % 4'. 5 % 5 . 3 %

N e w  H a n p s h  i re 4 . 6 % 3.996 4 . 6 % 4.596 4 . 4 %

N e w  J e r s e y 6 . 1 % 6 . 2 % 6 . 2 % 6 . 2 % 6.895

N e w  M e x i c o 6.996 7.096 7 . 4 % 7 . 3 % 7.596

N e w  Y o r k 2.396 2 . 3 % 2.896 3.096 3 . 3 %

N o r t h  C a r o l i n a 7.296 6 . 5 % 6.396 6 . 5 % 7.096

N o r t h  D a k o t a 5.496 5.296 4 . 8 % 4 . 8 % 4 . 8 %

Q i i o 9 . 2 % 7.996 8 . 0 % 8 . 8 % 9 . 5 %

O k l a h o m a 3 . 4 % 3 . 7 % 4 . 0 % 4 . 1 % 4 . 3 %

O r e g o n 5 . 2 % 6 . 1 % 6 . 4 % 6 . 7 % 6 . 8 %

P e n n s y l v a n i a 5 . 1 % 4.696 5.196 5 . 5 % 6 . 6 %

R h o d e  I s l a n d 4.896 4 . 8 % 4.596 4 . 8 % 5 . 0 %

S o u t h  C a r o l i n a 8 . 2 % 6 . 0 % 6 . 6 % 7 . 7 % 8 .0)6

S o u t h  D a k o t a . 3 . 2 % 3 . 8 % 4.096 3.996 4.496

T e n n e s s e e 1 0 . 4 % 10.496 9.496 9.996 11.096

T e x a s 6.596 6 . 6 % 6 . 4 % 6.996 7 . 4 %

U t a h 4.596 3 . 7 % 4 . 0 % 4.996 5.496

V e n n o n t 5 . 5 % 4 . 9 % 5 . 2 % 5 . 8 % 6 . 6 %

Vi r g i n i a 6 . 3 % 6 . 3 % 6 . 4 % 7 . 3 % 7 . 8 %

W a s h i n g t o n 4.596 4 . 6 % 5 . 1 % 5 . 2 % 5 . 2 %

W e s t  V i r g i n i a 8.796 6 . 9 % 4.296 6 . 3 % 7.396

W i  s c o n s  in 4.996 4.596 4.696 5.096 5.096

W y a n i n g - - - - -
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S t a t e  o j f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R

J u n e a u

A p r i l  9 ,  1 9 8 7

T h e  H o n o r a b l e  J a n  F a i k s  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V  
J u n e a u ,  AK 9 9 8 1 1

D e a r  S e n a t o r  F a i k s :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  C o n ­
s t i t u t i o n ,  I  am t r a n s m i t t i n g  a  b i l l  t h a t  w i l l  a d d  c o v e r a g e  
o f  p r e s c r i b e d  d r u g s  t o  t h e  m e d i c a i d  p r o g r a m .  T h e  e f f e c t  o f  
t h i s  i s  t o  t r a n s f e r  f r o m  t h e  g e n e r a l  r e l i e f  m e d i c a l  a s s i s ­
t a n c e  (GRM) p r o g r a m  f u n d i n g  f o r  p h a r m a c e u t i c a l s  f o r  
m e d i c a i d - e l i g i b l e  p e o p l e .  T h i s  t r a n s f e r  w i l l  m a k e  p a y m e n t  
o f  t h e s e  b e n e f i t s  e l i g i b l e  f o r  5 0  p e r c e n t  f e d e r a l  f i n a n c i a l  
p a r t i c i p a t i o n  i n s t e a d  o f  b e i n g  p a i d  e n t i r e l y  f r o m  t h e  s t a t e  
g e n e r a l  f u n d .

S e c t i o n s  1 —  4 o f  t h e  b i l l  p r o v i d e  c o v e r a g e  o f  " p r e s c r i b e d  
d r u g s "  i n  t h e  m e d i c a i d  s t a t u t e s .  S e c t i o n  5 p r o v i d e s  a  
J u l y  1 ,  1 9 8 8  e f f e c t i v e  d a t e  b e c a u s e  F Y 8 8  i s  a  y e a r  o f
t r a n s i t i o n  b e t w e e n  m e d i c a l  c l a i m s  p a y m e n t  s y s t e m s  a n d  a  
s a v i n g s  c a n n o t  b e  e f f e c t e d  i m m e d i a t e l y .

C u r r e n t l y ,  p r e s c r i b e d  d r u g s  f o r  e l i g i b l e  n e e d y  p e r s o n s  a r e  
p r o v i d e d  u n d e r  t h e  s t a t e  g e n e r a l  r e l i e f  m e d i c a l  a s s i s t a n c e  
p r o g r a m  (A S  4 7 . 2 5 . 1 2 0 ,  e t  s e q . )  w h o l l y  f r o m  s t a t e  m o n e y .  
B e c a u s e  f e d e r a l  f i n a n c i a l  p a r t i c i p a t i o n  f o r  t h e  c o s t  o f  p r e ­
s c r i b e d  d r u g s  i s  a v a i l a b l e  t o  t h e  s t a t e  i f  i t  i n s t e a d  o f f e r s  
p r e s c r i b e d  d r u g s  t h r o u g h  t h e  s t a t e  m e d i c a i d  p r o g r a m ,  a  s u b ­
s t a n t i a l  c o s t  s a v i n g s  t o  t h e  s t a t e  w i l l  b e  r e a l i z e d  b y  s i m ­
p l y  o f f e r i n g  p r e s c r i b e d  d r u g s  t h r o u g h  a n o t h e r  a s s i s t a n c e  
m e c h a n j  sm .

T h e  b e n e f i t  o f  t h i s  b i l l  i s  t h e  s u b s t a n t i a l  c o s t  s a v i n g s  t o  
t h e  s t a t e  w i t h  n o  a d v e r s e  e f f e c t  o n  n e e d y  p e r s o n s  s e r v e d .  
Y o u r  f a v o r a b l e  a c t i o n  o n  t h i s  m e a s u r e  w i l l  s i g n i f i c a n t l y  „ 
i m p r o v e  t h e  f i n a n c i a l  h a n d l i n g  o f  t h i s  s e r v i c e  a n d  r e l i e v e  
t h e  b u r d e n  o n  t h e  g e n e r a l  f u i  i i s  t i m e
o f  s t a t e  f i s c a l  c r i s i s .



STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

Bill Version:.REQUEST: Publish Date :--------------
Revision Date:  ______________ Apmry AflVvrwt • Health and Social ServicesTitle: An Act relating to pharmaceutical RRIJ. Medical AssistanceMed. Assist, for needy persons; etd. 1 
Sponsor : rnmpnn»nic - General Relief MedicalRequestor:________________  -

EXPENDITURES/REVENUES: (Thousa"ds of Dollars)
OPERATING FY 87 FY 88 FY 89 FY90 FY 91 FY 92

PERSONAL SERVICESTRAVELCONTRACTUALSUPPUESEQUIPMENTLAND & STRUCTURESGRANTS, CLAIMSMISCELLANEOUS

48.6

1,100.0 l,16(r.ft 1,2:35.9 ±,J1U.1 " 1, .i\M; 1
TOTAL OPERATING 1,148.6 1,166.0 1,235.9 1,310.1 1,388.7

CAPITAL

REVENUE

F U N D IN G :  (Thousands o f  Dollars )
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

1,124.3 1,166.0 1,235.9 1,310.1 1,388.'
24.3 1,166.0 1,°35.9 1,310.1 1,388.1

1.148.6 2.332.0 2.471.8 2,620.2 2,777.'
POSITIONS:
FULL-TIMEPART-TIMETEMPORARY

1.0

ANALYSIS :

SEE ATTACHED

Prepared b y :  K im  B u s c h ,  A c t j f f g  D i r e c t o r  ( / ________________  phnn. . 4 65~,3 3 5 5
Division:  ... M e d i c a l  A s s j j r t K n c e ___________________________________  Da te .

Approved by Commissioner: M̂hsor. pate. ) 9 ? 7Agency: Health and Social Services (/ .
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and BudgetImpacted Agency(ies) page _I— of
Senate Secretary



"An A c t  r e l a t i n g  t o  p h a r m a c e u t i c a l  m e d i c a l  a s s i s t a n c e  f o r  ne edy  p e r s o n s ,  
a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e "

ANALYSIS

With a move of prescription drugs from the General Relief Medical Component 
to the Medicaid Component, Medicaid funds would become available at a 50/50 
federal financial participation ratio. However, attendant to the federal 
funds would come mandatory federal regulations defining which 
pharmaceuticals are allowable and the prices to be paid for each.

The July 1, 1988 effective date of the bill would preclude any federal 
financial participation for prescription drug reimbursement for FY 88, but 
will capture federal matching funds related to the new. position.

6% is assumed as annual inflation for prescription drugs.

Division of Medical Assistance

Personal Services:
1 - New Chief Pharmacist position

at Range 18A $3,113 x 12 months x 30% benefits = $48,562

The position costs are matched 50/50 with federal dollars.
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F I S C AL  N OTE A N A L Y S I S

B a c k g r o u n d

Th e  g o v e r n o r  f i r s t  i n t r o d u c e d  l e g i s l a t i o n  fo r  the a d d i t i o n  o f  c o v e r a g e  f o r  

p r e s c r i p t i o n  d r u g s  u n d e r  the M e d i c a i d  p r o g r a m  in 1985. In the past, this 

c h a n g e  w a s  d e p i c t e d  as an i m m e d i a t e  c o s t  s a v i n g s  w i t h  the state c l a i m i n g  

fede r a l  d o l l a r s  f o r  f i f t y - p e r c e n t  o f  e v e r y  M e d i c a i d  p h a r m a c y  claim.

It is c e r t a i n  t h a t  this l e g i s l a t i o n  wil l  still r e s u l t  in a substa n t i a l  c o s t  

s a v i n g s  to t h e  state. H o w e v e r ,  as d e p i c t e d  in the fiscal note, s i n c e  F Y88 

is a y e a r  o f  t r a n s i t i o n  b e t w e e n  m e d ic a l  c l a i m s  p a y m e n t  c o m p u t e r  s y st e m s  and 

c o n t r a c t o r s ,  t h e  savings c o u l d  not be e f f e c t e d  i m m e d i a t e l y .  This c h a n g e  in 

the fiscal n o t e  a n d  d e l a y  in gene ra l  f u n d  s a v i n g s  is du e  to the three 

t r a n s i t i o n a l  f a c t o r s  d e s c r i b e d  below. In FY89, t h e s e  factors will no 

l o n g e r  be r e l e v a n t  and full sa v i n g s  will be a c h i e v a b l e .

T h e  D e p a r t m e n t  is in the initial p h as e  o f  d e s i g n i n g ,  d e v e l o p i n g ,  and 

i m p l e m e n t i n g  a n e w  M e d i c a i d  M a n a g e m e n t  I n f o r m a t i o n  S y s t e m  (MMIS). The 

c u r r e n t  c o n t r a c t o r ,  C o m p u t e r  S c i e n c e  C o r p o r a t i o n ,  is c o m p l e t i n g  t h e i r  final 

y e a r  as the fiscal i n t e r m e d i a r y  f o r  m e d i c a l  c l a i m s  p a y m e n t.  The ne w  

c o n t r a c t o r  will be The C o m p u t e r  C o m p a n y ,  an d  the n e w  M M I S  s y s t e m  is t e n t a­

t i v e l y  s c h e d u l e d  to be o p e r a t i o n a l  April 1, 1988.

B a s e d  on th e  m i n i m u m  e s t i m a t e d  tim e  f o r  d e s i g n  a n d  i m p l e m e n t a t i o n  o f  a 

M e d i c a i d  d r u g  p r o g r a m  (6 m o n t h s ) ,  w e  do n o t  b e l i e v e  the c u r r e n t  c o n t r a c t o r  

is c a p a b l e  o f  c o s t - e f f e c t i v e  i m p l e m e n t a t i o n  o f  the h i g h l y  comp l e x c h a n g e s  

w h i c h  a r e  d e s c r i b e d  below. A w o r k  o r d e r  c o s t i n g  a t  l e a s t $ 2 0 , 0 0 0 w o u l d  be 

n e c e s s a r y  to c h a n g e  the c u r r e n t  p a y m e n t  s y s t e m  to m a k e  p a y m e n t s  u n d e r  a
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J v & jy

f e d e r a l l y  a p p r o v a b l e  m e t h o d o l o g y .  F u r t h e r ,  w e  do no t  b e l i e v e  it w o u l d  be 

c o s t  e f f e c t i v e  fo r  the s tate to i m p l e m e n t  a n e w  dru g  p a y m e n t  s y s t e m  t wice 

in one fiscal y ear.

I m p l e m e n t a t i o n  o f  a M e d i c a i d  d r u g  p r o g r a m  r e q u i r e s  the f o l l o w i n g  actions:

A. The s t a t e  m u s t  e s t a b l i s h  a f e d e r a l l y - a p p r o v a b l e  m e t h o d o l o g y  for

d e t e r m i n i n g  the i n g r e d i e n t  c o s t  o f  e a c h  c o v e r e d  p r e s c r i b e d  drug.

The i n g r e d i e n t  c o s t  m u s t  be no m o r e  t h a n  the e s t i m a t e d  actual 

c o s t  o f  w h a t  the p h a r m a c i s t  pays the w h o l e s a l e r  fo r  the drug.

Th i s  m e t h o d o l o g y  m u s t  be a p p r o v e d  by the federal g o v e r n m e n t  and 

p r o g r a m m e d  into the c l a i m s  p a y m e n t  system.

B. The s t a t e  m u s t  e s t a b l i s h  a d i s p e n s i n g  fee. A s u r v e y  o f  A l a s k a

p h a r m a c i e s  to g a t h e r  co s t  d a t a  on d i s p e n s i n g  c os t s  must, be 

c o m p l e t e d  p r i o r  to e s t a b l i s h i n g  the fee. Th e  fee m a y  a l l o w  for 

g e o g r a p h i c a l  d i f f e r e n t i a l s  a n d  d i f f e r e n t i a l s  in the v o l u m e  o f  

b u s i n e s s  c o n d u c t e d  by the p h a r m a c i e s .

C. Th e  state m u s t  use " Blue Book" c o m p u t e r  t apes at l e a s t  m o n t h l y  to 

keep d r u g  pr i c es  c u r r e n t  in t h e  p a y m e n t  system. The ne w  M M I S  

will u s e  "Blue Book" t apes w h i c h  the c o n t r a c t o r  will buy. The 

c u r r e n t  p a y m e n t  s y s t e m  u ses " B l u e  B o o k "  tapes bu t  is p r o g r a m m e d  

o n l y  to u p d a t e  n a t i o n al  dr u g  c o d e s  (NDC) and  no t  a v e r a g e  w h o l e­

sale prices.
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D. A p h a r m a c i s t  m u s t  be h i r e d  to c o n d u c t  the r e s e a r c h  n e c e s s a r y  to 

e s t a b l i s h  i n g r e d i e n t  costs, c o n d u c t  the s u r v e y  n e c e s s a r y  to 

e s t a b l i s h  d i s p e n s i n g  fees and p r o v i d e  m a i n t e n a n c e  of the o n - g o i n g  

system. M a i n t e n a n c e  r e q u i r e m e n t s  include:

1. e n s u r i n g  that the federal m a x i m u m  a l l o w a b l e  costs for 

s p e c i f i c  g e n e r i c  d rugs are not e x c e e d e d ;

2. tr o u b l e  s h o o t i n g  b e t w ee n  the p a y m e n t  s y s t e m  and the 

p h a r m a c i s t s  on individual claims;

3. e s t a b l i s h i n g  c o d e s  and p a y m e n t s  f o r  FDA a p p r o v e d  c o m p o u n d e d  

drugs (drugs w h i c h  are no t  i n c l u d e d  on the Blue B ook tape 

and w h i c h  do no t  have a n a t i o n a l  d r u g  code);

4. w o r k i n g  as l i a s io n  w i t h  H e a l t h  C a r e  F i n a n c i n g  A d m i n i s t r a t i o n  

to e n s u r e  t ha t  federal c h a n g e s  in M e d i c a i d  p a y m e n t  f o r drugs 

are m a d e  a c c u r a t e l y  and timely; and

5. w o r k i n g  as a l i a s i o n  w i t h  the A l a s k a  P h a r m a c y  A s s o c i a t i o n  

m e m b e r s  to e n s u r e  t h a t  M e d i c a i d  a n d  General R e l i e f  Medical 

A s s i s t a n c e  r e c i p i e n t s  c o n t i n u e  to h ave a d e q u a t e  a c c e s s  to 

p h a r m a c y  services.

The d e s ig n ,  d e v e l o p m e n t ,  an d  i m p l e m e n t a t i o n  o f  the $ 1 0  m i l l i o n  M M I S  will 

r e q u i r e  the d e d i c a t i o n  o f  a su b s t a nt i a l  p o r t i o n  of  c u r r e n t  d i v i s i o n  s t a f f s’ 

time. A M e d i c a i d  d r u g  p r o g r a m  can be m a d e  p a r t  o f  the c u r r e n t  w o r k  plan
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f o r  MMIS. H o w ev e r ,  t h e r e  is no t  s u f f i c i e n t  s t a f f  to a l s o  d e v e l o p  a 

M e d i c a i d  d r u g  p r o g r a m  f o r  the c u r r e n t  p a y m e n t  s y s t e m  p r i o r  to April 1,

1988, w h i c h  is the date on w h i c h  the n e w  M M I S  s h o u l d  be f u l l y  o p e r a t i o n a l .

Th e  federal g o v e r n m e n t  is l i k e l y  to issue n e w  g u i d e l i n e s  this fiscal y e a r  

w h i c h  will a l t e r  M e d i c a i d  dru g  pa ym e n t s .  In A u g u s t ,  1986, the federal 

g o v e r n m e n t  p u b l i s h e d  p r o p o s e d  r e g u l a t i o n s  w h i c h  d e s c r i b e d  t h re e  s e p a r a t e  

m e t h o d o l o g i e s  w h i c h  m a y  s u b s t a n t i a l l y  c h a n g e  the r e q u i r e m e n t s  f o r  c o v e r a g e  

o f  d r u g s u n d e r  M e d i c a i d .  T h e  H e a l t h  C a r e  F i n a n c i n g  A d m i n i s t r a t i o n  does n o t  

h a v e  i n f o r m a t i o n  on w h e n  the final r e g u l a t i o n s  will be p u b li s h e d .  Hov/ever, 

t h e y  i n t e n d  to p u b l i s h  the r e g u l a t i o n s  p r i o r  to O c t o b e r  1, 1987. Th e  new 

M M I S  can be f l e x i b l y  p r o g r a m m e d  to a d a p t  to the p r o p o s e d  federal changes.

E v e n  w i t h  the c o v e r a g e  o f  d rugs u n d e r  M e d i c a i d ,  the D e p a r t m e n t  still 

i n t e n ds  to c o n t i n u e  c o v e r a g e  o f  d r u g s  fo r  i n d i g e n t  p e o p l e  w h o  are n o t 

e l i g i b l e  f o r  M e d i c a i d .  T h e r e f o r e ,  a p o r t i o n  o f  the b u d g e t  m u s t  still be 

a l l o c a t e d  to p r o v i d e  p a y m e n t  for d r u g s  f o r  General R e l i e f  Medi c a l A s s i s­

ta n c e  rec i p i e n t s .

S. m m a r y

T h e  D e p a r t m e n t  b e l i e v e s  t h a t  the c o v e r a g e  o p t i o n  fo r  p r e s c r i b e d  drugs 

s h o u l d  be a d d e d  to A l a s k a ' s  M e d i c a i d  p r o gr a m .  F u r ther, the D e p a r t m e n t  

a s s u r e s  t h a t  w i t h  the n e w  M M I S  and s u f f i c i e n t  s t a f f  this c h a n g e  can be m a d e  

e f f i c i e n t l y  and save the s t a t e  f i f t y - p e r c e n t  o f  the annual e x p e n d i t u r e  for 

d r u g s  for M e d i c a i d - e l i g i b l e  people.
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