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Proposed legislation is anticipated to significantly increase SGF expenditures in FY 14  within the Department of Health and 
Hospitals as the result of requiring standardized credentialing for all managed care health plans operating in Louisiana,
requiring the department to build a second preferred drug list (PDL) or prescription drug benefit for only Medicaid managed
care plans (Bayou Health), and requiring additional departmental oversight and monitoring of the Medicaid Managed Care
program.  FY 14 cost estimates are reflected below.

$15,026,051 -  Projected Health Plan premium payment increase (Per Member Per Month increase) - This bill requires the
department to create a second preferred drug list (PDL) or prescription drug benefit for for both prepaid and shared savings 
managed care plans in Bayou Health.  Mercer, DHH managed care actuary, estimates the single formulary (PDL) will cost an
additional $2.74 PMPM, or $15 M annually in additional premiums for Prepaid Health Plans.  Information received from the
department indicates the health plans would no longer be able to negotiate their own discounts and rebates for their own
formularies (PDL’s), and the requirement to reimburse all Medicaid covered pharmacy services will increase claims payment
costs.

$6,823,240 - Standardized credentialing (provider enrollment) is estimated to increase contract cost to 3 prepaid health
plans and Molina (state’s fiscal intermediary).  The credentialing requirements will require changes to administrative
procedures for the department and it’s Medicaid fiscal intermediary, and managed care organization costs (Bayou Health and
LBHP).  Specifically, changes in forms, communications, and timelines for provider notice of applications will result in
additional workload for the plans and Molina, and are projected to increase both PMPM premiums payments to plans (plan
estimates).  In addition, this measure will require payment system updates to allow non-credentialed providers with a
currently contracted provider group to bill and be reimbursed at the group’s contracted rate.

$2,186,185 - Projected funding ($1,970,925 salary/related benefits) for 20 additional DHH staff to provide management,
oversight and monitoring of the Medicaid managed care program.  Medicaid will be required to ensure Prepaid health plans
pharmacy benefit management organizations are in compliance with the newly created formulary.     See page 2

Proposed law provides for standardized credentialing (provider enrollment), and further provides for timelines related to
credentialing.
Proposed law provides for reimbursement of contracted rate to certain non credentialed providers pending credentialing, and
to recoup payments in the event that the provider is not credentialed.

Proposed law requires all managed care organizations to provide a pharmacy benefit that is developed by a new Medicaid 
Managed care Pharmaceutical and Therapeutics Committee within DHH, and provides for membership to the committee.
Proposed law provides that any drug approved by the US Food and Drug Administration shall be added to the formulary as
soon as it becomes commercially available .
Proposed legislation provides for physician prescribing override protocols.

The revenue table above reflects an increase in federal financial participation associated with PMPM payments.
REVENUE EXPLANATION

EXPENDITURE EXPLANATION
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Expenditure analysis:  Continued

This function is not performed by the department.  DHH currently only verifies plans to ensure there is a drug offered in each
class of drug, which is required by CMS.  This measure requires DHH to monitor thousands of drugs for each Health plan on a
continuous basis.  Additional staff include 6 pharmacist, 6 program managers, and 8 program monitors.  An additional
$215,260 is projected for equipment associated with new personnel.
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