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MEASURE

	(X) 98 BR No.
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	(X)
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	Bill No.
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	() Resolution No.
	
	
	() Amendment No.
	


	SUBJECT/TITLE
	An Act relating to pharmaceutical services for Medicaid


	SPONSOR
	Senator Joey Pendleton


NOTE SUMMARY

	Fiscal Analysis:
	                  Impact
	               No Impact
	  X Indeterminable Impact

	Level(s) of Impact:
	         X         State
	                       Local
	        X       Federal


	Budget Unit(s) Impact
	Department for Medicaid Services, Cabinet for Health Services


	Fund(s) Impact:
	       X       General
	                Road
	         X      Federal

	
	                     Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY

_____________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	Indeterminable
	Indeterminable
	


______________________________________________________________________________

MEASURE'S PURPOSE:  Require that any new drugs covered by Medicaid not require prior authorization for a period of at least 12 months.  Establishes a 14 member Drug Management Review Advisory Board, appointed by the Secretary of the Cabinet for Health Services, who shall review the drug, may require prior authorization of the product, review the success of interventions at least every six months and make recommendations to the Medicaid Commissioner.  Allows the Commissioner of Medicaid to require prior authorization of drugs before the 12 month period expires if the Commissioner determines there are safety issues or the drug would impose an inappropriate financial burden on the Medicaid program.  Requires annual reporting to the Governor and Legislative Research Commission of the cost to pharmacies of dispensing Medicaid drugs through any managed care entity, in addition to data on the most utilized and abused drugs, objectives and timelines for cost containment in the Medicaid drug program, comparative data from other states and the cost effectiveness of the Medicaid drug formulary and prior authorization process.  In addition, requires the Department for Medicaid Services (DMS) to, within 24 months of the effective date of this Act, analyze drug class reviews of all drugs currently requiring prior authorization.  Prior authorization of current drugs is to be continued by using drug class reviews, safety, utilization factors and unusual or extreme cost drivers for the Medicaid program.  Appeals from the Commissioner's decisions regarding drug approval and utilization may be made pursuant to KRS 13B.

PROVISION/MECHANICS:  Create various new sections of KRS 205.510 to 205.630 to define the terms "available" and "new drug"; direct that no prior authorization be required for reimbursement of any claim involving a drug covered by Medicaid on the effective date of the Act, for a period of at least 12 months, during which time the Drug Management Review Advisory Board, a 14 member board established pursuant to this Act, shall review the drug, require prior authorization of the product if necessary, review the success of interventions at least every six months and make recommendations to the Medicaid Commissioner; require the Drug Management Review Advisory Board to coordinate the use of utilization data to identify appropriate use of pharmaceuticals and determine any need for educational interventions; require the Advisory Board to oversee and impose prospective drug utilization review and retrospective drug utilization review measures to be utilized to monitor the success of the interventions; require interventions to be evaluated for at least every 6 months; set forth conditions which must be met before the Drug Management Review Advisory Board may require prior authorization of a product; direct the Drug Management Review Advisory Board not utilize the prior authorization program to require a recipient to utilize or fail with a drug or drug therapy prior to allowing the recipient to receive any product for therapy recommended to the recipient's physician; direct the Department for Medicaid Services to promulgate an administrative regulation setting forth procedures by which all products are placed in the prior authorization drug file; allow the DMS Commissioner to prior authorize any product the commissioner determines may pose any significant safety issues or if the drug would impose an inappropriate financial burden on the Medicaid program; require public notice of prior authorization; provide for appeals of an adverse decision of the commissioner; direct that drug reviews related to prior authorization decisions not take longer than 60 days or prohibit prior authorization of the drug and require approval of the drug for the drug formulary; require the Cabinet for Health Services Secretary to establish and appoint membership for the Drug Management Review Advisory Board; set forth membership, terms of office, and staffing; amend KRS 205.561, relating to the annual report to the Governor and LRC on the cost to pharmacies of dispensing prescription medications to Medicaid recipients, to also include an estimate of the cost to pharmacies of dispensing prescription medications through any managed care entities providing services to Medicaid recipients; require the report to also include data on the most utilized and abused drugs in Medicaid, a determination of factors causing high drug costs and drug usage rates of Medicaid recipients, objectives and timelines for cost containment in the Medicaid drug program, comparative data from other states, and the cost effectiveness of the drug formulary and prior authorization process; and require the annual report to be developed with the advice of the Drug Management Review Advisory Board.  In addition, requires the Department for Medicaid Services (DMS) to, within 24 months of the effective date of this Act, analyze drug class reviews of all drugs currently requiring prior authorization.  Prior authorization of current drugs is to be continued by using drug class reviews, safety, utilization factors and unusual or extreme cost drivers for the Medicaid program.  Appeals from the Commissioner's decisions regarding drug approval and utilization may be made pursuant to KRS 13B.

FISCAL EXPLANATION:  This fiscal impact is indeterminable because it is not known how many new drugs will be covered by Medicaid on an annual cost basis and how much these drugs might cost, nor how many of the new drugs might be determined to require prior authorization in less than the 12 months mentioned in the bill by the Medicaid Commissioner due to safety concerns or financial feasibility.  The addition of the allowance for the Medicaid Commissioner to require prior authorization if the drug is determined to carry an inappropriate financial burden on the Medicaid program could significantly decrease the financial impact on this legislation.

Although this fiscal impact is indeterminable, the Cabinet for Health Services (CHS) provides the following information:

In May, 1991, DMS implemented provisions of the 1990 Omnibus Budget Reconciliation Act which required that all new drugs be exempted from prior authorization for a period of six (6) months after Federal Drug Agency (FDA) approval.  During the fiscal year that followed this provision, Kentucky's Medicaid pharmacy costs increased from $99.2 million in FY 1990-91 to $153.6 million in FY 1991-92, or 55%.  According to the November, 1995 Medicaid MS 264 Report, Kentucky's Medicaid pharmacy expenditures increased from $60.9 million in FY 1990-91 to $87.6 million in FY 1991-92, or 44%.

According to the latest projections from DMS, Medicaid pharmacy expenditures are projected to increase 12% or $44.8 million ($13.2 million state funds) from FY 1997-98 to FY 1998-99, and 13% or $54.3 million ($16 million state funds) from FY 1998-99 to FY 1999-2000.  CHS states that these projections were formed after making deductions for the normal increases in Medicaid eligibles and inflation.  Public testimony has been given by CHS that most of the expected increase in Medicaid pharmacy will be due to an expected increase in the number of prescriptions.

A 14 member advisory board meeting four times annually could cost as high as $9,000 per year, assuming an average 300 mile trip, $25 per day for meals and $60 per night for lodging.
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