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Maryland Medicaid Advisory Committee

June 26, 2003

Call to Order and Approval of Minutes

Charles Shubin, M.D., interim chair, called to order the meeting of the Maryland Medicaid Advisory Committee (MMAC) at 1:10 p.m. The Committee approved the May 22, 2003 minutes with the following addition:  Ms. Doyle wanted to make sure information provided by the Department on the preferred drug list include the process for educating clinicians that they can grandfather in successful mental health drug regimines.
NOTE:  Due to budget constraints, refreshments will no longer be served at Committee meetings and paid parking will no longer be provided.
Budget Update

Mr. Folkemer, Executive Director, Office of Planning and Finance reported the Governor vetoed the tax bill that would have been worth $135 million in revenue.  Therefore, the 2004 budget that will start July 1, 2003 is short $135 million which will have to be made up somehow.  There is also a projected $1 billion budget shortfall for fiscal year (FY) 2005 which could be growing. Rather than waiting until the 2005 budget, the Department of Budget of Management (DBM) decided to phase in reductions needed across the state over a two-year period.  All agencies have been given a target amount that they are required to cut out of their FY 04 and 05 budgets.  Agencies have made recommendations that are still going through the negotiating process with DBM and the Governor.  Although we are not able to give specifics, we know there are some significant cuts coming.  The things that the Department is considering runs the gamut from accounting changes that do not really have an impact that produce a one time savings to reducing fees for providers, benefits cuts and even eligibility cuts.  Mr. Folkemer stated that the Department would like to hear from anyone with suggestions.  We do not know how much will be cut, but there is a $1 billion deficit and Medicaid is 1/6th of the state budget.  The good news is we did get $333 million additional federal money that will be coming in over the next year.  With an increased matching rate for the Medicaid program from 50% to 52.95% for a 15 month period, that should provide over $150 million to the state.  There also is a block grant of $180 million.  These will offset some of the deficit, but leaves quite a bit of money still to be made up.

Senator Kelley stated that she read in the morning paper that the Governor is using some unusual tactics with regard to budget management and has decided to withhold 10% from all state agencies.  It was her understanding that the Governor was doing this to eliminate the Board of Public Works being involved.  The Senator asked what would this withholding mean for DHMH.

Mr. Folkemer replied that he did not know enough about this legally to give an answer.  He stated that he didn’t know what would happen to the additional federal money.  The Department has asked to keep enough additional federal Medicaid money or to at least offset whatever deficit we would have otherwise, but it is ultimately the Governor’s decision. 
Ms. Doyle asked if the enhanced match during the 15 month period is capped in anyway or are their ways to convert certain services to Medicaid to get that enhanced match.  

Mr. Folkemer stated there is no cap and it is just an estimate that it is worth $150 million.  The Department is looking at what additional services can be made eligible for Medicaid.  The Department is looking at making sure that during that 15 month period we get as many claims into the federal government as possible.  That includes not only the things we pay for directly but also voucher-only services like mental health services and developmental disabilities we want to make sure they all get all of their claims in during that 15 month period.

MCHP Status Update

Ms. Cora Chua, Deputy Director, Medicaid Eligibility Policy and Ms. Nancy Dieter, Division Chief, Maryland Children’s Health Program (MCHP) gave the Committee a brief summary of the changes to the MCHP and MCHP Premium programs.  During the 2003 legislative session, the General Assembly changed state laws and these changes were to be effective July 1, 2003.  The changes include:


(  Children in families whose income is above 185% federal poverty level (FPL) but at or below 200% FPL will no longer receive coverage free of charge; families will have to pay a premium of $37 per family per month, based on current FPL, for coverage.  


(  MCHP Premium eligible children who are enrolled in employer-sponsored insurance (ESI) plans will lose this enrollment option.  All MCHP Premium eligible children will be enrolled in HealthChoice.


(  Enrollment in MCHP Premium for children whose family income is above 200% FPL but at or below 300% FPL will be frozen. 

If you have questions about these changes, you may call the MCHP Premium customer service unit at 1-866-269-5576, HealthChoice hotline 1-800-456-8900 (1-800-735-2258 TDD) or the Maryland Children’s Health Program Division at 410-767-8392.

Mr. Perini asked what the rationale was for not allowing retroactive eligibility.  

Ms. Dieter answered that the Department has an existing program that requires a premium to be paid to access coverage which is the MCHP Premium program.  When they designed that program which was implemented in July 2001, we did not include retroactive eligibility prior to enrollment in the managed care organization (MCO) or a guarantee of a minimum period of eligibility because entry is contingent upon the family paying a premium to have the child participate.  In discussions to implement the changes in the legislation, we followed that same philosophy.   

Mr. Perini stated that his concern is bringing people from paying no fee to paying a premium will cause people to move in and out all the time.  Is the Department creating an overburdening administrative problem by having to start at square one for reenrollment every time a person misses a premium?  
Ms. Dieter responded the Department has had two years of experience with collecting premiums from implementation of MCHP Premium and there are people in that program who do not pay their premiums continually or consistently.  For the current MCHP program, after the failure to pay a premium on time a notice is issued and they are given a period where they are asked to either indicate that they are having a hardship and the Department considers whether they can give some relief or if there is no hardship, the person must pay the premium.  If there is a request to consider hardship and the Department evaluates that request according to its criteria and agrees there is a hardship, the Department either forgives payment, reduces payment or creates a payment schedule to pay off a particular month’s premium.  If there is no hardship or no request to consider hardship and the customer fails to pay, after 75 days, the customer is sent a notice that eligibility will terminate at the end of that month.  If they do not pay their premiums current through that time, coverage will be terminated.  Presently there is a six-month penalty on every enrollee in the program who has had eligibility terminated for non-payment of premium.  The Department is removing that in the proposed regulations so for those who have not paid continually and their child has been terminated from the program, they will only need to pay the state for care that has already been provided to come back into the program at a later date.

Dr. Shubin stated this will be a change for providers, especially institutions, who routinely back bill because eligibility would be retroactive. These families will no longer have that and will become self-pay.  

Senator Kelley asked Mr. Folkemer, based on prior history with a smaller less vulnerable population that has paid premiums, what are the projections in terms of how much will end up in uncompensated care in emergency rooms.

Mr. Folkemer stated the Department has not made an estimate like that.  This goes back to what percentage of people we think will drop their coverage because of the premium.  The Department did a complete clean up to identify the individuals in the 185-200% FPL and therefore subject to the premium.  What we found is a large portion of those people had dropped below 185-200% FPL and will not be subjected to the premiums, so the number of people will be less than the 15,000 that was talked about before.
Ms. Dieter added there is a scheduled annual re-determination of eligibility and reminded the Committee that the MCHP and MCHP Premium are declaratory applications.  

Mr. Folkemer stated to their credit, the MCOs wanted to be proactive with their own members.  In the spring, when they were first told that this was coming, the first thing they asked the Department to do was get a list of all of the children enrolled with them that were between 185-200% FPL and between 200-300 % FPL so that they can conduct outreach.   

Ms. Dieter stated that in order to provide some support to this group that will have the significant change of paying a premium, the Department has worked with DHR and identified the families whose children would be affected based on a true income test and are sending out a notice that is a heads up to let them know that this will be happening in September.  In the fall another notice will accompany the invoice for the first month’s payment.  

Ms. Dieter reported there are two changes affecting the MCHP Premium group that is above 200-300% FPL.  The first is the elimination of the Employer-Sponsored Insurance (ESI) as an enrollment option for MCHP premium-eligible children effective July 1, 2003 and to freeze enrollment in MCHP Premium for children in families with income above 200-300% FPL, also effective July 1, 2003.  In the ESI program there are approximately 200 children affected.  The parents are under contract with their employers to pay through payroll deduction for health coverage.  The Department issued a letter to these families informing them this enrollment option will end as of July 1, 2003.  The Department has also provided them with a subsidy check which is equivalent to the difference between the amount taken out of their paycheck and the amount that would be required for them to participate in the MCHP Premium program for their children’s coverage for the number of months that remain in the plan benefit year contract.  On the down side, as of July 1st we will terminate the secondary insurance issued to these children that covered the cost of co-payments, deductibles and co-insurance.  For any child enrolled in the ESI program at the end of their current plan benefit year, that family will be enrolled in HealthChoice if they choose to.  On the freezing of enrollment for children above 200-300% FPL any child enrolled in MCHP Premium prior to July 1, 2003 and any child whose application has been filed up through midnight of June 30, 2003 and is in process and is later determined to be eligible will be allowed to enter MCHP Premium and can maintain coverage as long as they pay their premiums, do their annual re-determination and their income does not go over 300% FPL. 

Dr. Keane asked how these changes will be communicated to the providers. 

Ms. Dieter responded that a transmittal will be issued directly to all providers, physicians and MCOs, from the Department.

Status Update on P-13 Children Losing Medicaid Eligibility

Ms. Susan Steinberg, Mental Hygiene Administration (MHA) informed the Committee that Ms. Doyle asked what the state can do to help children receiving mental health services whose parents had Medicaid and private insurance and lost their Medicaid coverage because of state compliance with federal regulations.  The individuals losing their eligibility because of this new requirement will be treated as gray zone Medicaid ineligible.  At this time those services are not capped but may be depending on the number of people affected.  Other children who lose their eligibility due to other reasons will not be picked up as gray zone.  Ms. Steinberg stated the MHA will figure out a way to re-enroll the children who were receiving mental health services and have already received a notice and lost their eligibility. 

Pharmacy Overview

Mr. Joe Paradis, pharmacist contactor, who is responsible for review of formularies for Medicaid recipients gave the Committee a review of two things the Department does with the MCOs on an annual basis.  This includes not just formulary review but review of all MCO drug use management programs including prior authorizations, make up of their Pharmaceutical and Therapeutic (P&T) Committees, drug use review both prospective and retrospective, generic substitution policies and any disease management programs.  Every year in January a lengthy survey is sent to the MCO asking them what their policies are for these six topics. The survey also asks for copies of current policies and procedures which are sent back to the Department and the contractor assists the Department in review of all of this information.  There is a set of standards that has been developed and updated over the years in which MCOs drug use management programs are scored against and recommendations are made to the programs for improvement to their policies and procedures.  Also done during the formulary evaluation portion of the annual assessment is looking at the availability of non-formulary procedures, availability of emergency supplies, what happens after hours, nights and weekends, contact information for providers to obtain pre-authorization as well as operational issues.
What is done specifically with formulary evaluation, in the beginning of the year the Department receives a final version of that years formulary for the MCO and an extensive review is done at that time and look for major holes or problems in the formulary.   This is an ongoing process throughout the year.  After the initial evaluation is done up front as part of the annual assessment, a detailed formulary evaluation is done class by class.  Two or three drug classes are examined every month and recommendations are made on-going.  Based on those recommendations, modifications to the formularies are made.  
The Department has a standard that requires MCOs to make the Department aware of any formulary changes throughout the year.  Perhaps the Department should develop this standard into a more formal policy
Dr. Shubin reiterated that providers are out of the loop and are not notified of what the MCOs are doing with their formularies until their patients are told the doctor prescribed the wrong medication or the patient can’t get what they need.  In the commercial market, a formulary is issued for the year with periodic notices indicating updates and changes.  Providers don’t get anything from the MCOs on this.
Mr. Perini asked why the Department was managing managed care organizations who are charged with providing affordable health care.  

Mr. Paradis responded that it is done to ensure that MCOs have an adequate equivalent product on their formularies as compared to fee-for-service patients.  To make sure that all drug classes are covered and that prior authorization requirements aren’t so stringent that no one can obtain medications.

Mr. Levi asked if MCOs are sanctioned for ignoring these rules.

Mr. Jeff Gruel, Division Chief, Maryland Pharmacy Services, responded the MCOs have been penalized regarding quality issues, but not for pharmacy issues.  As part of the pharmacy review there is an ongoing dialog with the MCOs regarding gaps and holes that the Department sees and the annual review indicates whether they are satisfactory or unsatisfactory.  Up until now the Department has been able to maintain dialog with the MCOs and get them to make adjustments to their practices and formularies and issue satisfactory ratings to the MCO.
Dr. Shubin stated that it appears the Department does not have the ability to assure that this process is working.  From what physicians are experiencing, the process is not working.  Dr. Shubin stated a MCO told him they are not required to inform the Department of formulary changes and flat out refuse to inform the providers.  

Dr. Keane stated she has had problems obtaining pre-authorizations.  She submitted a pre-authorization form for a medication and had not heard back from the MCO for several weeks.  She called several times and when she finally reached a human being was told they were not surprised that it was taking that long because they only had one fax machine to service four states of prior authorization requests.
Mr. Gruel stated that they catch some of these problems through the provider and recipient hotlines and the problem gets addressed immediately.  If you are aware of gaps, call the Department and they will be handled.
Mr. Levi asked where a person can go and get the rules or regulations that, for example, a patient must be given a 3 day supply of medications if it is Friday.  

Mr. Joseph Fine, Director, Maryland Pharmacy Program, responded that there are the provider and recipient hotlines where the Department can be the ombudsman with the MCO and try to negotiate the situation and the provider and pharmacist can get paid.  The recipient hotline number is 1-800-284-4510 and the provider hotline number is 1- 800-766-8692.
Dr. Keane added that there needs to be discussion around the specific changes in formulary that were recently made that have been most problematic and have nothing to do with managed care. 

Dr. Shubin stated the fact is recipients are not getting the medications they need and there is no mechanism to ensure providers are communicated with regarding formulary changes.  The Committee asks that the Department look into the problem and report back to the Committee with what can be done to improve this situation.
Mr. Folkemer stated this would be best because there are many different alternatives that can be considered and the Department will want to talk with the MCOs and pharmacists and see what is workable for everyone involved.

Delegate Nathan-Pulliam asked what was happening with immunosuppressant drugs for kidney transplant patients.  
Mr. Fine qualified that the Kidney Program is not in the Medicaid part of the pharmacy program.  However, the Department asked for rebates from all of the pharmaceutical companies and a handful have not or never have rebated.  The Department had to draw the line because the legislative audit indicated this as an error in how we are handling the Kidney Dialysis Program.  The Department gave the drug manufacturers notice that they would discontinue coverage of these products, but they still did not respond.  All categories of these medications had generic equivalents except rapomine which was very important because if the patient is regimented on this medication, you don’t want to discontinue its use because there is a possibility of transplant rejection.  There were approximately 20 patients on this medication, all of which had Medicare coverage.  The Secretary authorized the program to continue the use of rapomine even though the manufacturer failed to give any rebate or respond to any Departmental requests.
Mr. Fine reported that the Department is in the early stages of developing a Preferred Drug List (PDL) for the fee-for-service Medicaid Program as a cost containment measure.  The Department has selected a vendor, Provider Synergies, who developed the first PDL in Florida and also in West Virginia and Louisiana.  The first stage of the process is to select a P&T Committee who are appointed by the Health Secretary. The committee includes pharmacists, physicians and consumer representatives.

Mr. Perini asked what the difference is between a PDL and a formulary and why doesn’t the state want to go with a formulary for the fee-for-service program.

Mr. Fine explained a formulary is a mandatory group of drugs that can only be selected from.  A PDL takes into account the therapeutics of the products and the cost.  If a provider needs a drug that is not on the PDL, they can still get it by getting prior approval which is less stringent for the provider.  According to the law, if the state has a closed formulary the state is not entitled to any rebates from the drug companies.  To get rebates, which average about 20% of all drug costs, we must have an open formulary.  The PDL is an open formulary because all drugs are available, but certain drugs require prior authorization.  
Ms. Doyle asked when the PDL will be implemented and how will information regarding medications that are being removed from the list be given to providers and will there be some grace period for providers to get that information.  Ms. Doyle also asked how the provider education process will happen so that clinicians know they are allowed to grandfather people in who are on successful drug regimens.  
Mr. Gruel responded that after the first meeting of the P&T Committee which should happen at the end of August and the first set of drug classes would be reviewed in October then providers will be given notice of these drugs.  When there is a drug change or drugs are taken off of the list there will be some lead time and notice to providers.
In October the Maryland Pharmacy Assistance Program which was 100% state funded became a shared program with the federal government.  The previous program had a restricted formulary where only maintenance drugs, antibiotics and some pain medications were provided.  For many years clients were unable to get other medications.  In October when the program became a Medicaid covered program, all drugs covered by Medicaid became available to Pharmacy Assistance patients.  
The Pharmacy Discount Program will extend where the Pharmacy Assistance Program stops which is 116% FPL.  The Pharmacy Discount Program will provide a 35% discount of Medicaid allowable prices to Medicare eligible individuals from 116-175% FPL.  This is a twofold benefit to the client.  The pharmacist may charge a retail price, Medicaid already reduces the cost further by the average wholesale price (AWP) minus 10, then 35% will be taken off of that amount. 

The client can enroll with one form whether they are Pharmacy Assistance or Pharmacy Discount depending on their income.  The Pharmacy Assistance Program looks at income and assets, the Pharmacy Discount Program looks at income only (approximately $15,700 for an individual).  Many of the individuals who fall in this income bracket are over 65 years old and have social security or limited income, but are above scale for pharmacy assistance.  These individuals can now take advantage of the Pharmacy Discount Program.  For those clients that have other insurance, they can bill the other insurer and the co-pay can be applied to this program.  

Mr. Ward stated the Department must understand the individuals that are considered higher income may have nothing or are in the hole at the end of the year because of the cost of maintaining their particular condition.  When you look at a person’s gross income it is irrelevant when you look at what they are paying out of pocket for the cost of care for their condition or disability.
Report on Federal Medicaid Reform 
Ms. Cynthia Shirk who is from the Department but on detail in the Governors office in Washington D.C. gave an overview of Medicaid Reform.  Medicaid is jointly funded by the state with matching money from the federal government.  Currently that is an open ended entitlement.
So if the population and enrollment grows, that is an unlimited match that the state will continue to get from the federal government.  We are required to cover certain eligibility groups and there is mandatory coverage for some people and optional coverage for others. The state cannot impose an enrollment cap and must accept all of the people in that population into Medicaid.  Title XIX does have categories of eligibility and there are certain benefits that are mandated and some that are optional.  Medicaid cost on a national basis is $155 billion in federal money and $116 billion in state money in 2003.  The majority of those costs are spent on optional services.  Almost 2/3 of Medicaid spending is optional particularly for long-term care type services.  Seniors and people with disabilities only make up 27% of the population are responsible for over 66% of the Medicaid spending.  Medicaid reform is being considered because of the complex federal and state rules, the “all or nothing” benefit package, institutional bias rather than serve people in the community, rapidly escalating health care costs consuming larger shares of state budgets, and we still have 40 million people still uninsured in this country.  There is a large portion of the population not covered by Medicaid who are low-income.  Medicaid expenditures continue to increase rapidly because of pharmacy and long-term care costs.  There has been an increase in enrollment due to unemployment.  In Maryland Medicaid consumes about 16% of the state budget and in some states it’s over 20%.  States are now looking at ways to cut costs including benefit and eligibility and reducing provider payments.  
President Bush’s budget proposes Medicaid and SCHIP modernization.  The proposal was further developed by the Department of Health and Human Services under Secretary Thompson.  In that proposal, states would have had the option to join the State Health Partnership Allotments.  States would be granted broad flexibility to restructure their Medicaid and SCHIP programs in return for accepting a capped allotment. Financing of this proposal places an overall cap on States’ Medicaid and SCHIP funding, similar to SCHIP allotment.  State maintenance of effort (MOE) would be required.  A growth factor (about 4%) would be applied to State spending in FY ’02 to determine the MOE.  Federal share would grow by a higher factor – the trend rate in the President’s “04 budget (about 9%).  The proposal was designed to be budget neutral over 10 years.  Front loaded funds - $3.2 billion extra in year 1 and a total of $12.7 billion in the first seven years recouped in years 8, 9, and 10.  In return for this the proposal would have given the states a lot more flexibility in areas of eligibility with the ability to cover more people and benefits which would allow states to use benefit packages that are similar to SCHIP benefit packages and target benefit packages to specific groups of people.   
The Administration invited Governors, through the National Governor’s Association, to provide input on their draft proposal.  A bi-partisan task force was formed of which Maryland’s Governor Robert Ehrlich is a member.  Areas of consensus for the task force are the need for the federal government to assume cost for people who are dually eligible for Medicare and Medicaid.  This population consumes a lot of state dollars particularly in the areas of prescription drugs and long term care.  Medicaid is also responsible for paying cost sharing for some of this population that Medicare does not cover.  The Governors agreed there was a need for more flexibility for states to be able to manage their program and restructure their benefit packages and the need for protection for mandatory populations.  There were also a number of issues around financing that raised much concern from the task force which included the questions would a capped allotment strategy provide adequate funding and protection from risk for states, how well can you project what our Medicaid spending is going to be over the next 10 years, how are funds calculated and distributed among states and how do up front funds affect the program in 10 years and what, if any, federal rules would still apply.  The task force was not able to reach consensus on a national Medicaid Reform proposal.  Two weeks ago they informed Secretary Thompson that they were unable to reach consensus and did not feel they could move forward on Medicaid reform.  It also appears unlikely that Congress will put Medicaid Reform on their agenda this year.  There is a strong feeling that if the Governors did not come to consensus with the Administration and push Congress to do Medicaid Reform, it probably would not get done this year.  There is a feeling that the need for reform does exist because the current level of program growth cannot be sustained, there are over 40 million people in this country that are uninsured and we need to look at a variety of options.
Mr. Ward stated that Secretary Thompson has indicated that he would like to move forward with Medicaid reform anyway.  Mr. Ward asked what Secretary Thompson could possibly do and what can the Medicaid Advisory Committee do to assist in Medicaid Reform.

Ms. Shirk stated that Secretary Sabatini has talked about covering the uninsured in Maryland, but given the current fiscal situation this will not happen immediately, but there is interest from both the Governor and the Secretary to look at ways to make the Medicaid program work better.  As their plans become more developed, the Medicaid Advisory Committee will provide input.  
Mr. Folkemer stated Secretary Thompson’s hands are tied without legislation but he does have waiver authority and he has already indicated and done some things to show greater flexibility in approving state plans and waivers.  He may be signaling that he will be open to more ideas through waivers.  
Dr. Shubin welcomed Mr. Kevin McGuire to the Committee.  Mr. McGuire has replaced Mr. Charles Henry as the Director of the Family Investment Administration at the Department of Human Resources.

Report from Standing HealthChoice Committees

There was no ASO Advisory Committee, Special Needs Children Advisory Council, or Oral Health Advisory Committee report given at the meeting.  The REM Panel remains inactive.

Public Comments

Ms. Carol Fanconi of Advocates for Children and Youth stated her organization has been working with the Department while they develop the implementation for the MCHP changes. Ms. Fanconi stated that since the state has new fiscal relief that has just come in, she asked the Committee to write a letter to the legislature supporting reconsideration of cuts to the Children’s Health Program.  

Mr. Folkemer responded that there is nothing the legislature can do at this point and with the absence of any interim session no action will be taken until next year.  It is believed that the legislative analysts understated what the savings were so the fact that there are a lot fewer people probably brings the real savings in line with what was taken out of the budget.  We also can’t ignore the fact that even with the $333 million in additional federal money we are still looking at a $700 million short fall.  Dr. Shubin added that the Committee is advisory to the Secretary.
Adjournment

Dr. Shubin adjourned the meeting at 3:05 p.m.

Respectfully Submitted
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