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Background on the topic (prior legislation, previous budget action, and related matters). 
The Medi-Cal program reimburses providers that are physicians, clinics, and other outpatient medical facilities for drugs that are administered or dispensed by those providers rather than a pharmacy.  
Physician administered drugs are drugs that are administered by providers, as noted above, usually by injection or otherwise needing physician supervision while administered (such as pulmonary drugs that may be given to patients with severe asthma using a nebulizer).   In some cases these drugs have to be injected for a variety or reasons, possibly due to the patient's poor health.  Examples of categories of drugs that may be administered by physicians are:  Antibiotics, Chemotherapy, Antipsychotic, Anticonvulsants, Pulmonary, Blood Factors, anti-inflammatory and analgesics. 

The rate of reimbursement is based on the Healthcare Common Procedure Coding System (HCPCS) code for each drug, which differs from pharmacy reimbursement that is based on the National Drug Code (NDC).  The rate of reimbursement traditionally set by the Medi-Cal program for physician administered drugs has been Average Wholesale Price (AWP) minus 5 percent.  
The pharmacy provider reimbursement for drugs is limited by statute (Welfare and Institutions [W&I] Code Section 14105.45) to AWP minus 17 percent, which is significantly lower than the current reimbursement for physician administered drugs.  Medicare reimburses physicians and clinics based on Average Sales Price (ASP) plus 6 percent, which is also lower than the current Medi-Cal reimbursement for physician administered drugs.  
Why is this change needed (i.e., what problem is the language trying to address)? 

The Medi-Cal Fee-For-Service program continues to have one of the highest rates of reimbursement for drugs administered by physicians, clinics, or other outpatient medical facilities (commonly referred to as physician administered drugs).  This proposal would amend W&I Code to add statute to limit reimbursement of physician administered drugs to the lower of the Medi-Cal pharmacy rate of reimbursement or the Medicare rate unless federal law requires a higher reimbursement level. It also allows the Department to change reimbursement for a specific physician administered drug when it determines an increase is warranted.  
This proposal also requires the Director to ensure that rates will comply with applicable federal Medicaid requirements, including those set forth in 42 United States Code Section 1396a(a)(30)(A).  In order to comply with this requirement, the department may conduct a study to determine physician acquisition costs of the drugs they dispense to Medi-Cal beneficiaries.
· Summary of arguments in support. 
· It better aligns reimbursement for physician drugs to the actual acquisition cost to providers.

· Reduced reimbursement will reduce costs in the program.

· Provides ability to comply with federal reimbursement limitations imposed on the program.  

· Potential for opposition, if yes, why. 
· Providers (physicians, clinics, etc.) will be opposed to the change as it will reduce drug reimbursement 
Is there a BCP associated with this language (yes or no)? 

A Budget Change Proposal has not been submitted for this proposal.  However, the Medi-Cal Estimate indicates that $300,000 Total Funds (TF) will be necessary to fund the cost of a rate study if the Department finds it necessary to determine the rate of reimbursement to providers. Additionally, the Department will be assessing in the next few months the need for staffing to implement this change and will submit a proposal in May if necessary.  Due to extremely limited resources, the Department will likely not be able to absorb the workload associated with rate setting, monitoring compliance with the new rates, study methodology, related changes to the rebate accounting system, as well as interaction with stakeholders, manufacturers and other interested parties.
Any other brief information that is relevant/important to highlight so that one can fully understand the issue that is being presented 
This proposal is estimated to save the department $30 million TF annually.  The estimated savings have been included in the Medi-Cal Estimate.
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