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MEASURE'S PURPOSE:  The purpose of SB 92/GA is to require that the “mean” cost of dispensing Medicaid drugs, as reported on an annual basis by the Cabinet for Health Services (CHS), be utilized to set the Medicaid dispensing fee, rather than the “median” cost of dispensing Medicaid drugs as reported by CHS; require that a public hearing be conducted on the draft annual report on the cost of dispensing Medicaid drugs; require CHS to promulgate an ordinary administrative regulation, rather than an emergency administrative regulation, when establishing the Medicaid dispensing fee for prescription medications; and permit the Department for Medicaid Services (DMS) to require any drug on the nonprior authorized list to be prior authorized if the dosage or duration of therapy exceeds that recommended by the most recent manufacturer’s labeling for the disease for which it was prescribed.

PROVISION/MECHANICS:  SB 92/GA amends KRS 205.561 to define "weighted mean" in relation to dispensing Medicaid prescriptions; requires that a public hearing be conducted on the draft annual report on the cost of dispensing Medicaid drugs; requires CHS to promulgate an ordinary administrative regulation, rather than an emergency administrative regulation, when establishing the Medicaid dispensing fee for prescription medications; and allows DMS to require any drug on the nonprior authorized list to be prior authorized if the dosage or duration of therapy exceeds that recommended by the most recent manufacturer’s labeling for the disease for which it was prescribed.

FISCAL EXPLANATION:  This fiscal impact is indeterminable due to the inability to estimate the number of Medicaid prescriptions that will occur in the future, and the mean cost of dispensing Medicaid prescriptions that will be reported by CHS in the future.  In addition, an exact timeframe relating to the change in the dispensing fee cannot be accurately determined, as the provisions of the Act require the fees to be promulgated under ordinary administrative regulations and not under emergency regulations.  The following calculation is provided to illustrate 
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the additional fiscal impact which would have been incurred in calendar year 2000, had the provisions of SB 92/GA been in effect at that time.

The current Medicaid reimbursement for dispensing Medicaid prescriptions is $4.51 per prescription.  Based on a study conducted by Myers and Stauffer, CPAs, the weighted mean cost of dispensing Medicaid prescriptions, as reported to the Legislative Research Commission on December 1, 2000, was $4.89.  The number of Medicaid prescriptions for calendar year 2000, totaled 10,936,700.  Utilizing the “mean cost” in the calculations for the Medicaid pharmacy dispensing fee, the cost of each prescription would have increased by $.38 (thirty-eight cents).   Therefore, the additional fiscal impact for calendar year 2000 would have been $4,155,900 (10,936,700 x 4.38).

There may be indeterminable savings to the Medicaid program due to the Cabinet being able to place additional drugs on the prior authorized list if the dosage or duration of therapy exceeds that recommended by the manufacturer.
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