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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT

	GENERAL ASSEMBLY
	LEGISLATIVE RESEARCH COMMISSION

	2012  REGULAR SESSION
	


MEASURE
	( x) 2012 BR No.
	1870
	
	(x )
	HB
	Bill No.
	547

	( ) Resolution No.
	
	
	( ) Amendment No.
	

	SUBJECT/TITLE
	An Act relating to Medicaid managed care.

	SPONSOR
	Representative John Will Stacy


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 547 provides statutory for Medicaid managed care organizations (MCO) to implement a maximum allowable cost program for pharmacy for enrollees.  Allows pharmacy providers to appeal MCO maximum allowable cost.
PROVISION/MECHANICS:  HB 547 creates a new section of KRS Chapter 205 to define the terms "cabinet," "maximum allowable cost," and "multiple source drug"; permits a Medicaid managed care organization contracting with the cabinet to establish a maximum allowable cost for a drug if there are at least two or more bioequivalent or therapeutically equivalent multiple source noninnovator drugs available; establishes criteria for determining the maximum allowable cost; requires a Medicaid managed care organization to establish a process for a provider to appeal the maximum allowable cost.
FISCAL EXPLANATION:  This fiscal impact is indeterminable because the number of providers that would appeal the maximum allowable costs and the outcomes of those appeals are unknown.
Per the Cabinet for Health and Family Services, estimates provided by the MCOs are as follows:

Passport:   $4 million

Wellcare:  $6.2-$8.1 million

Coventry: $7.4 million

Ky Spirit: $3 million

Total Estimated Cost:  $20.6-$22.5 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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