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AN ACT relating to Medicaid prescription drugs.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 205 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section, unless the context requires otherwise:

(a)
"Maximum allowable cost" means:

1.
A maximum reimbursement amount for a group of therapeutically and pharmaceutically equivalent multiple-source drugs that are listed in the most recent edition of the Approved Drug Products with Therapeutic Equivalence Evaluations published by the United States Food and Drug Administration and for which there are no less than three (3) nationally available equivalent drugs; or

2.
Any similar reimbursement amount that is used by a managed care organization or its designee to reimburse providers for multiple-source drugs; and

(b)
"Multiple-source drug" means a drug for which there are three (3) or more drug products that are:

1.
Rated by the United States Food and Drug Administration as therapeutically equivalent or bioequivalent;

2.
Determined by the United States Food and Drug Administration to be pharmaceutically equivalent or bioequivalent; and

3.
Sold or marketed in the United States during the same calendar year.

(2)
A managed care organization that contracts with the cabinet to provide Medicaid services to Medicaid enrollees may establish a maximum allowable cost for a drug if there are at least two (2) or more bioequivalent and therapeutically equivalent multiple-source noninnovator drugs available at a significant cost difference.

(3)
The maximum allowable cost shall be determined by a review of the wholesale acquisition cost and the direct price as identified in a nationally recognized drug data file and utilization of a weighted average of the total volume of drugs purchased by the managed care organization.

(4)
(a)
A managed care organization shall provide a process for a provider to appeal the maximum allowable cost.

(b)
Each managed care organization shall develop a maximum allowable cost appeal form to be used by a provider.

(c)
A provider shall be permitted to send the completed appeal form to the managed care organization via electronic or facsimile transmission.

(d)
An appeal shall be investigated and resolved within three (3) business days.

(e)
If available, the provider shall be supplied with the name of one (1) or more manufacturers that offer the drug at a price comparable to the maximum allowable cost price under appeal.

(f)
The maximum allowable cost price and the effective date of the price shall be adjusted retroactive to the date of service for the maximum allowable cost price in dispute, if:

1.
It is determined that no manufacturer produces a drug in the price range as specified in paragraph (e) of this subsection; and

2.
The provider is able to document that, despite reasonable efforts, he or she does not have access to one (1) or more manufacturers identified by the managed care organization as specified in paragraph (e) of this subsection.

(g)
When the change in maximum allowable cost for an adjusted cost rate becomes effective, the provider shall be informed that the claim may be submitted for payment again at the adjusted cost rate.
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