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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT

	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2012  REGULAR SESSION
	


MEASURE

	( x) 2012 BR No.
	1932
	
	( x)
	HB
	Bill No.
	540


	( ) Resolution No.
	
	
	( ) Amendment No.
	


	SUBJECT/TITLE
	An Act relating to Medicaid managed care.

	SPONSOR
	Representative Joni Jenkins


NOTE SUMMARY

	Fiscal Analysis:
	
	
	Impact
	
	
	No Impact
	X
	Indeterminable Impact

	Level(s) of Impact:
	
	
	State
	
	
	Local
	
	Federal


	Budget Unit(s) Impact
	Department for Medicaid Services


	Fund(s) Impact:
	
	X
	General
	
	
	Road
	X
	Federal

	
	
	Restricted Agency (Type)
	
	(Other)


FISCAL SUMMARY

_______________________________________________________________________________

	Fiscal Estimates
	
	2012-2013
	2013-2014
	Future Annual

Rate of Change

	Revenues          Increase
                             (Decrease)


	
	
	
	

	Expenditures     Increase 
                              (Decrease)

  
	
	Indeterminable
	Indeterminable
	

	Net Effect      Positive
                         (Negative)


	
	(Indeterminable)
	(Indeterminable)
	


______________________________________________________________________________

MEASURE'S PURPOSE:  HB 540 places into statute various requirements for Medicaid managed care organizations (MCOs) administering pharmacy benefits for MCO enrollees.  This bill includes requiring the Department for Medicaid Services to promulgate an administrative regulation for overseeing MCO pharmacy including an MCO's Pharmacy and Therapeutics Committee and drug formulary with specifics on drug coverage of all drug categories and classes of disease states.  Requires coverage for no less than nine months for a drug needed for continuous treatment of a medical condition, response to a prior authorization request within two days and restoration of authorization for a prescription in effect on October 31, 2011, if the change in prescription was not made by the prescriber.
PROVISION/MECHANICS:  HB 540 creates a new section of KRS 205.510 to 205.560, relating to the Medicaid program, to define the terms "department," "managed care organization," and "Medicaid managed care contract"; requires the Department for Medicaid Services to promulgate an administrative regulation to establish the policies and procedures for administration of prescription drug benefits by a Medicaid managed care organization; requires the administrative regulation to include policies for the managed care organization's pharmacy and therapeutics committee regarding committee membership, formulary development process, meeting schedule, drug approval, and appeal process; requires a managed care organization to provide coverage for a drug approved by its pharmacy and therapeutics committee, implement drug utilization management tools, and provide coverage in the formulary for all drug categories and classes of disease states; requires the department to develop a standardized drug prior authorization request form by June 30, 2012; requires coverage for no less than nine months for a drug needed for continuous treatment of a medical condition; requires response to a prior authorization request within two days; requires managed care organizations to furnish a list of prior authorization requests and responses to the department within 60 days of the effective date of the Act; requires a managed care organization to restore authorization for a prescription in effect on October 31, 2011, if the change in prescription was not made by the prescriber; amends KRS 205.564 to require the Pharmacy and Therapeutics Advisory Committee to review and approve the formulary or preferred drug list of any entity contracted with the Department for Medicaid Services to administer pharmacy benefits for the Medicaid program.
FISCAL EXPLANATION:  Per the Cabinet for Health and Family Services (CHFS), this impact is indeterminable because it is unclear what drugs on the MCO formularies the Pharmacy and Therapeutics Advisory Committees might approve or not approve.  However, estimates provided by the Medicaid MCOs for the cost to implement the provisions are as follows:
Passport:  $6 million

Wellcare:  $4.8-$6.6 million

Coventry:  $5-$7 million

Ky Spirit: $20 million

Total Estimated Cost:  $35.8-$35.9 million
This amount of change will likely result in a material change to Medicaid MCO contracts requiring renegotiations which will result in increased costs and a large reduction in savings projections for which funding is not available.
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