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SIM Program Overview 
The Centers for Medicare & Medicaid Services (CMS) State Innovation Model 

(SIM) initiative is focused on testing the ability of state governments  
to use regulatory,  policy, and payer levers to accelerate health transformation.  

Current Future 
• Uncoordinated, 

fragmented 
delivery systems 
with highly 
variable quality 

• Unsupportive of 
patients and 
physicians 

• Unsustainable 
costs rising at 
twice the inflation 
rate 

• Affordable  
• Accessible to care 

and to information 
• Seamless and 

coordinated 
• High-quality – 

timely, equitable, 
and safe 

• Person- and family-
centered 

• Supportive of 
clinicians 

• Provides financial and technical support to 
states for developing and testing state-led, 
multi-payer health care payment and service 
delivery models that will impact all residents  

• The overall goals of the SIM initiative: 

− Establish public and private collaboration 
with multi-payer and multi-stakeholder 
engagement 

− Improve population health 

− Transform health care payment and 
delivery systems 

− Decrease total per capita health care 
spending 

 

Improve health system 
performance Increase quality of care Decrease costs 

CMS’ Triple Aim Strategy  

 Source: CMS SIM Round Two Funding Opportunity Announcement Webinar
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• Nearly $300 million was awarded to 25 states in December 2012 to 
design or test innovative health care payment and service delivery 
models during Round 1 of the SIM initiative.  

• Awardee Breakdown 

− Model Design Awards: 16 

− Model Pre-Testing Awards: 3 

− Model Testing Awards: 6 

 

Round 1 SIM Grant Recipients 

• CMMI added more parameters in Round 2 that better correlate with 
successful statewide health transformation. It also selected Model 
Test/Model Design applications based on their potential to impact the 
health of the entire state population. 

• In December 2014, more than $660 million was provided to 32 
awardees (28 states, three territories, and the District of Columbia) for 
Round 2.  

• Awardee Breakdown: 

− Model Design Awards: 21 

− Model Testing Awards: 11 

 

Round 2 SIM Grant Recipients 

Current Landscape of the SIM Program 
The Center for Medicare & Medicaid Innovation (CMMI) within CMS awarded 
states cooperative agreements in two rounds. 



4 

Components of a SIM Model Design 
State Health System Innovation Plan = “Model Design” is the final deliverable for a SIM grant. 

Plan for 
leveraging 
regulatory 
authority 

Health 
Information 
Technology 
(HIT) plan 

Stakeholder 
engagement  

plan 

Monitoring & 
evaluation 

plan 

Health care 
delivery system 
transformation 

 plan 

Payment and/or 
service delivery 

model 

Quality 
measure 

alignment 

Alignment 
with state 

and federal 
innovation 

Improve value, patient care, and 
population health outcomes in 
the context of an interconnected 
and comprehensive health care 
ecosystem 

Identify comprehensive payment 
reform mechanisms that align 

economic incentives with 
population health goals 

Employ multiple regulatory authorities 
to drive the structure and performance 

of KY’s health care system toward a 
more transparent, responsive, value-

driven system that aligns with 
population health metrics 

Build on ongoing efforts to more 
fully realize the potential of KY’s HIT 

framework and initiatives 

Convene a diverse group of 
stakeholders in support of the 

common goal of health system 
transformation through existing 

stakeholder-based initiatives 

Develop a detailed roadmap for 
more effective measurement of 
quality and quantifiable 
improvement in clinical outcomes 
for all state citizens  

Investigate existing initiatives, develop  
new payment reform and delivery 
initiatives, and create a plan for 
synthesizing existing and new reforms to 
create cohesive, systemic change 

Monitor demonstrated fidelity to the 
proposed delivery system and payment 
models and identify the potential to make 
mid-course corrections that improve or 
optimize performance 
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Components of a SIM Model Design 
State Health System Innovation Plan = “Model Design” is the final deliverable for a SIM grant. 

State  
Health System 
Innovation Plan  

(SHSIP) 

Health care 
delivery system 
transformation 

plan 

Payment and/or 
service delivery 

model 

Plan for 
leveraging 
regulatory 
authority 

Health 
Information 
Technology 
(HIT) plan 

Stakeholder 
engagement 

plan 

Quality measure 
alignment 

Monitoring 
and 

evaluation 
plan 

Alignment with 
state and 
federal 

innovation 
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While the CHFS isth e lead applicant agency for Kentucky’s SIM Model Design, the process will rely on
consistent input from and two-way communication among a multi-disciplinary state Core Team and 
internal and external stakeholders to develop, implement, and sustain the SIM initiatives.  

Kentucky’s SIM Project Structure  

CHFS Project Co-Leads 

CHFS Project Manager 

CHFS Project Team 

Integrated &  
Coordinated 

Care 

Payment 
Reform 

HIT 
Infrastructure 

Quality/ 
Strategy 
Metrics 

Increased 
Access 

W
or

kg
ro

up
s W

orkgroups 

Multi-disciplinary  
State Core Team 

Internal & External 
Stakeholder Group 
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PHIP Harmonized With kyhealthnow 
 Kentucky will build upon existing health initiatives within the Commonwealth and at a national level in
development of an integrated, comprehensive Population Health Improvement Plan (PHIP). 

Drug Overdose/Poor 
Mental Health Days 

Cancer Oral Health 

Obesity 

Diabetes Tobacco 

Cardiovascular Disease 

 CMS/CDC Required Focus Areas
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Stakeholder Engagement Process Overview  
Since the SIM Model Design process kicked off in February 2015, the KY SIM team has conducted five 
rounds of broad monthly stakeholder meetings and five rounds of targeted monthly workgroups in five 
key areas, working towards a draft SHSIP. 

359 

45 

147 

Total stakeholders identified 
and outreached to 

Average attendance at first 
four broad monthly 
stakeholder meetings 

Average attendance at 
first four rounds of 
monthly workgroups 

Total unique stakeholders 
who attended at least one 
stakeholder meeting 

Total unique stakeholders 
who attended at least one 
workgroup meeting 

393 

901 

Quality 
Strategy  / 

Metrics 

Integrated  & 
Coordinated 

Care 

Increased 
Access 

Payment 
Reform 

HIT 
Infrastructure 

 KY SIM Monthly
Workgroups 

• Workgroup Charters 
• Operational Plan 
• Stakeholder Engagement Plan 
• Draft Population Health Improvement Plan (PHIP) 
• Draft Driver Diagram  
• Guiding Principles  
• Stakeholder Inventory Survey 
• Workgroup Meeting Outputs  
• Draft Straw Person  
• Value-based Plan Outline 

Key Work Products to Date 
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At a Glance: KY’s Health Care Delivery System Transformation Plan 

 
 
 

Reduce cardiovascular 
deaths by 10% 

Reduce the rate of 
obesity among 

Kentuckians by 10% 

Reduce Kentucky 
cancer deaths by 10% 

Reduce Kentucky’s 
smoking rate by 10% 

Reduce the percentage of 
children with untreated dental 

decay by 25% and increase 
adult dental visits by 10% 

Reduce deaths from drug 
overdose by 25% and reduce 
by 25% the average number 

of poor mental health days of 
Kentuckians 

Reduce the incidence of 
diabetes among Kentuckians 

by TBD* 

Expanded  
Patient Centered 
Medical Homes 

(PCMH) 

Expanded 
Accountable Care 

Organizations 
(ACO) 

Expanded  
Health Homes 

Expanded 
 Bundled Payment  

Initiatives/Episodes 
of Care  

A Multi-payer Community Innovation Support Center 

Potential Reform Initiatives (based on workgroup input and guiding principles to date) 

Increased Access Strategies Quality Strategies 

HIT Strategies Other Supporting Strategies 

Consumer Strategies Workforce Strategies 

Emerging  
Model Design 

 

Kentucky State Innovation Model  
(SIM) 
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Stakeholder Engagement & Process for Development of SHSIP  

Model Design process has included a robust, iterative process with internal and 
external stakeholders to craft the components of the Model Design. 

Active & Iterative 

Process Payment  
Reform 

Integrated 
and 

Coordinated 
Care 

Increased 

Access 

Quality 

Strategy/ 

Metrics 

HIT 

Infrastructure 
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CMS’ SIM Model Design Timeline and Deliverables 
CMS has implemented a one-year performance period for the SIM Model Design initiative.  Requirements 
for deliverables are outlined below. 

Deliverable Due Date Components of Submission 

Q1 Quarterly Progress Report May 30, 2015 • Quarterly progress report 

• Population health plan (Draft) 

• Driver diagram (Draft) 

Q2 Quarterly Progress Report August 30, 2015 • Quarterly progress report 

• Value-based health care delivery and 
payment methodology transformation plan 
(Draft) 

Q3 Quarterly Progress Report November 30, 2015 • Quarterly progress report 

• Health information technology plan (Draft) 

• Operational and sustainability plan (Draft) 

Full Draft State Health System Innovation 
Plan 

December 30, 2015 
(Optional) 

Final State Health System Innovation Plan  January 31, 2016 

Final Progress Report April 30, 2016 



 
 
 
 
FOR IMMEDIATE RELEASE 
July 6, 2015 

 
 

 
Contact: 
CMS Media Relations, (202) 690-6145 | CMS Media Inquiries 
AMA Media Relations, (312) 464-4430 

 
 
 

CMS and AMA Announce Efforts to Help Providers Get Ready For ICD-10 
 
With less than three months remaining until the nation switches from ICD-9 to ICD-10 coding for 
medical diagnoses and inpatient hospital procedures, The Centers for Medicare & Medicaid 
Services (CMS) and the American Medical Association (AMA) are announcing efforts to 
continue to help physicians get ready ahead of the October 1 deadline.  In response to requests 
from the provider community, CMS is releasing additional guidance that will allow for flexibility 
in the claims auditing and quality reporting process as the medical community gains experience 
using the new ICD- 10 code set. 

 
Recognizing that health care providers need help with the transition, CMS and AMA are 
working to make sure physicians and other providers are ready ahead of the transition to ICD-10 
that will happen on October 1.  Reaching out to health care providers all across the country, 
CMS and AMA will in parallel be educating providers through webinars, on-site training, 
educational articles and national provider calls to help physicians and other health care providers 
learn about the updated codes and prepare for the transition. 

 
“As we work to modernize our nation’s health care infrastructure, the coming implementation of 
ICD-10 will set the stage for better identification of illness and earlier warning signs of 
epidemics, such as Ebola or flu pandemics.” said Andy Slavitt, Acting Administrator of the 
Centers for Medicare and Medicaid Services. “With easy to use tools, a new ICD-10 
Ombudsman, and added flexibility in our claims audit and quality reporting process, CMS is 
committed to working with the physician community to work through this transition.” 

 
“ICD 10 implementation is set to begin on October 1, and it is imperative that physician 
practices take steps beforehand to be ready,” said AMA President Steven J. Stack, MD.  “We 
appreciate that CMS is adopting policies to ease the transition to ICD-10 in response to 
physicians’ concerns that inadvertent coding errors or system glitches during the transition to 
ICD-10 may result in audits, claims denials, and penalties under various Medicare reporting 
programs.  The actions CMS is initiating today can help to mitigate potential problems.  We will 
continue to work with the administration in the weeks and months ahead to make sure the 
transition is as smooth as possible.” 

 
The International Classification of Diseases, or ICD, is used to standardize codes for medical 
conditions and procedures. The medical codes America uses for diagnosis and billing have not 
been updated in more than 35 years and contain outdated, obsolete terms. 

http://go.cms.gov/media


The use of ICD-10 should advance public health research and emergency response through 
detection of disease outbreaks and adverse drug events, as well as support innovative payment 
models that drive quality of care. 

 
CMS’ free help includes the “Road to 10” aimed specifically at smaller physician practices with 
primers for clinical documentation, clinical scenarios, and other specialty-specific resources to 
help with implementation. CMS has also released provider training videos that offer helpful 
ICD-10 implementation tips. 

 
The AMA also has a broad range of materials available to help physicians prepare for the 
October 1 deadline.  To learn more and stay apprised on developments, visit  AMA Wire. 

 
CMS also detailed its operating plans for the ICD-10 implementation. Upcoming milestones 
include: 

 

 
 Setting up an ICD-10 communications and coordination center, learning from best 

practices of other large technology implementations that will be in place to 
identify and resolve issues arising from the ICD-10 transition. 

 Sending a letter in July to all Medicare fee-for-service providers encouraging 
ICD-10 readiness and notifying them of these flexibilities. 

 Completing the final window of Medicare end-to-end testing for providers this 
July. 

 Offering ongoing Medicare acknowledgement testing for providers through 
September 30th. 

 Providing additional in-person training through the “Road to 10” for small 
physician practices. 

 Hosting an MLN Connects National Provider Call on August 27th. 
 
In accordance with the coming transition, the Medicare claims processing systems will not have 
the capability to accept ICD-9 codes for dates of services after September 30, 2015, nor will they 
be able to accept claims for both ICD-9 and ICD-10 codes. 

 
Also, at the request of the AMA, CMS will name a CMS ICD-10 Ombudsman to triage and 
answer questions about the submission of claims. The ICD-10 Ombudsman will be located at 
CMS’s ICD-10 Coordination Center. 

 
 
 

### 

http://www.roadto10.org/
http://www.ama-assn.org/ama/ama-wire/blog/ICD-10/1
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CDC Updates STD Treatment Guidelines
The Center for Disease Control and Prevention (CDC) has updated its 2010 guidelines 
for the prevention and treatment of sexually transmitted diseases (STDs). It is estimated 
that 20 million STD infections occur per year in the United States (U.S.). The CDC 
continues to advise that prevention of STDs is based on accurate assessment of people 
at risk; counseling on changes in sexual behaviors and use of prevention services; use of 
pre-exposure vaccines for STDs, such as human papillomavirus (HPV), hepatitis A virus 
(HAV), and hepatitis B virus (HBV); identification of asymptomatic and symptomatic 
patients with STDs; and effective treatment and counseling of infected persons and their 
sexual partners. Updates to the guidelines are discussed below.

The CDC has identified an increasing resistance of Neisseria gonorrhoeae to cefixime 
and tetracyclines in the U.S. As a result, they no longer recommend cefixime as first-
line treatment of gonorrhea, and instead recommend dual therapy with ceftriaxone and 
azithromycin. 

For the treatment of chlamydia or gonorrhea, the CDC supports the practice of expedited 
partner therapy (EPT), which allows for sexual partners of infected persons to be treated 
without evaluation by a healthcare provider (HCP). Affected individuals are treated and 
given medications or prescriptions to provide to their partner. It is important to note 
that the legal status of EPT varies by state; providers can obtain current information on 
their state at: http://www.cdc.gov/std/ept.

Although, hepatitis C virus (HCV) is not effectively transmitted through sexual contact, 
the CDC has revised its recommendation for HCV screening from a routine basis to at 
least annually for patients with HIV. 

HPV Infections are usually asymptomatic and self-limiting, but can lead to certain cancers 
(cervical) and genital warts. The use of HPV vaccines (Cervarix®, Gardasil®) continues to 
be recommended for males ages 11 to 21 years and nonpregnant females ages 11 to 26 
years. The CDC has added the recommendation for vaccination through age 26 years for 
previously unvaccinated or immunocompromised persons and men who have sex with 
men (MSM). In the U.S., HPV vaccines are approved as a three-dose regimen; however, 
they are not approved for use in men or women over 26 years of age. 

The CDC has also added a section discussing the management of STDs in transgender 
patients. Transgender patients should be assessed for STD- and HIV-related risks based 
on their current anatomy and sexual behavior.

For further details, please visit the complete guidelines available at: http://cdc.gov. 

FDA Safety Alert: Daytrana® and Skin Color Changes
The Food and Drug Administration (FDA) has alerted the public that permanent loss of skin 
color, also known as chemical leukoderma, may occur with the use of methylphenidate 
transdermal patch (Daytrana®), a central nervous system (CNS) stimulant used to treat 
Attention Deficit Hyperactivity Disorder (ADHD) in children and adolescents. The alert is 
based on 51 cases of leukoderma reported to the FDA Adverse Events Reporting System 
(FAERS) between April 2006 and December 2014 and one additional case that was not 
reported to the FAERS. In most cases, loss of skin discoloration was limited to areas 
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Drug Information Highlights
• The results of the third study evaluating the 

impact of DPP-4 inhibitors on cardiovascular 
(CV) risk have been published. The Trial 
Evaluating Cardiovascular Outcomes with 
Sitagliptin (TECOS) randomized 14,671 
patients with type 2 diabetes and CV disease 
to sitagliptin (Januvia®) or placebo plus their 
existing antidiabetic therapy. After a median 
of three years, sitagliptin did not result in 
an increased risk of CV events, including 
hospitalization for heart failure, as measured by 
the primary outcome of composite of CV death, 
nonfatal myocardial infarction (MI), nonfatal 
stroke, or hospitalization for unstable angina. 
Based on the results of the EXAMINE and 
SAVOR-TIMI-53 trials, the FDA advisory panel 
recently determined that alogliptin (Nesina®) 
was associated with an acceptable CV risk 
profile, but recommended label revisions to 
reflect an increased risk of first hospitalization 
due to heart failure and a potential increased 
risk of all-cause mortality with saxagliptin 
(Onglyza®) use.

• On June 30, 2015, the FDAs new Pregnancy 
and Lactation Labeling Rule became effective. 
Use of  Pregnancy Categories A, B, C, D 
and X will be phased out.  Instead, labels 
for all new drugs and biologicals will now 
include a new section on Females and Males 
Reproduction Potential and new subsections 
to provide detailed information of potential 
risks and benefits for the mother, fetus, and 
breastfeeding child to aid in prescribing and 
counseling decisions. Use of the new format 
will be phased in for existing products.

• The FDA announced that there is currently 
a shortage of Factive® (gemifloxacin) 320 
mg tablets by LG Life Sciences due to a legal 
dispute regarding the license to manufacture 
and distribute the drug. Gemifloxacin is a 
third generation fluoroquinolone antibiotic 
indicated to treat adults with bronchitis or 
pneumonia caused by susceptible bacteria. 
No resolution date for the shortage as been 
provided; however, the FDA recently approved 
the first-time AB rated generic for Factive.

• Merck has reported to the FDA that all 
Liptruzet™ (ezetimibe/atorvastatin), used to 
treat hyperlipidemia, has been discontinued. 
In January 2014, Merck voluntarily recalled 
all lots of Liptruzet due to a packaging defect. 
Merck expected that the supply would be 
depleted and decided not to resupply the 
product.



under the patch; however a small number of reports included loss of color in areas where 
the patch was never applied. Affected areas could be as large as 8 inches in diameter.  
Leukoderma was reported 2 months to 4 years after starting therapy with the patch. 

The FDA is requiring label revisions for the patch to include a warning describing 
leukoderma. If patients or caregivers notice areas of lighter skin, particularly under 
the drug patch, they should contact their HCP immediately. Patients are advised not 
to stop using the patch without talking to their HCP. The FDA recommends alternative 
treatments be considered for patients who report skin discoloration. 

FDA Approves Two Agents for Irritable Bowel Syndrome
Irritable bowel syndrome with diarrhea (IBS-D) affects up to 15 million people in the 
U.S. It is a functional bowel disorder characterized by chronic, sometimes debilitating, 
abdominal pain and frequent diarrhea. The FDA has approved two oral agents for the 
treatment of IBS-D, eluxadoline (Viberzi™; Actavis) and rifaximin (Xifaxan®; Salix) for use 
in adult men and women with IBS-D. 

The first-in-class agent, eluxadoline, is a mu and kappa receptor agonist and a delta 
receptor antagonist, which reduces bowel contractions. In clinical trials, eluxadoline was 
superior to placebo in improving both abdominal pain and diarrhea on the same day 
and for at least 50% of trial days. The recommended dosage is 75 to 100 mg taken twice 
daily with food. Adverse effects include constipation and nausea. Eluxadoline should 
not be used in patients with a history of bile duct obstruction, pancreatitis, severe liver 
impairment, severe constipation, and in those who drink more than three alcoholic 
beverages per day. Market launch is expected in early 2016, after the Drug Enforcement 
Administration (DEA) has assigned a controlled substance schedule designation.

Rifaximin is a nonsystemic rifamycin antibiotic that acts locally in the gut. In two 
clinical trials, significantly more patients given rifaximin reported relief of abdominal 
pain and diarrhea than those given placebo during the month following 14 days of 
treatment (p<0.05). In a third trial, patients with symptom recurrence were treated 
for two additional 14-day courses. More patients retreated with rifaximin reported 
improvements in abdominal pain and diarrhea compared to those treated with placebo. 
The recommended dose of rifaximin for IBS-D is 550 mg orally three times daily for 14 
days; therapy may be repeated for up to two courses, if recurrence of symptoms occurs. 
Rifaximin is already indicated for the management of hepatic encephalopathy and for 
the treatment of travelers’ diarrhea due to noninvasive Escherichia coli.

Alosetron (Lotronex®; Prometheus), an oral selective serotonin 5-HT3 antagonist, is also 
FDA approved for use in women with IBS-D who have failed conventional therapy. HCP 
who wish to prescribe alosetron must be enrolled in the Prescribing Program for Alosetron (PPA). Other agents recommended for the 
management of IBS-D by the American College of Gastroenterology include antispasmodics, tricyclic antidepressants, and selective 
serotonin reuptake inhibitors.

IMPROVE-IT: The Addition of Ezetimibe to Simvastatin on Cardiovascular Risk
The placebo-controlled Improved Reduction of Outcomes: Vytorin Efficacy International Trial (IMPROVE-IT) evaluated the cardiovascular 
(CV) effect of adding ezetimibe (Zetia®) to moderate doses of simvastatin (Zocor®). The study enrolled 18,144 stable patients who had been 
hospitalized for an acute coronary syndrome (ACS) within the previous 10 days and had a low-density lipoprotein cholesterol (LDL-C) level 
of 50 to 100 mg/dL. Primary outcome measure was the composite of CV death, major coronary event, or nonfatal stroke. The addition of 
ezetimibe was associated with a reduction of LDL-C by approximately 23% (53.7 versus 69.5 mg/dL; p<0.001) and resulted in a significant 
reduction in CV events at seven years (32.7% versus 34.7%; HR 0.936; p<0.016). A significant reduction in MI and ischemic stroke and a 
nonsignificant increase in risk of hemorrhagic stroke were also reported with combination therapy. Safety outcomes were similar. 

The CV impact per unit of LDL-C reduction with the addition of ezetimibe reported in the IMPROVE-IT trial is similar to that with 
statin monotherapy reported in the large Cholesterol Treatment Trialists’ (CTT) meta-analysis. Study investigators argue that IMPROVE-
IT provides further evidence that a relationship between lipid lowing and improved CV outcomes exist; however, the study cannot 
discount that other lipoproteins and C-reactive protein may also play a role. 

Current guidance from the American Heart Association (AHA) and the American College of Cardiology (ACC) recommend statin therapy 
as the preferred treatment option for patients with established CV disease or hyperlipidemia. In contrast to the results of IMPROVE-IT, 
the AHA and ACC no longer support the use of specific LDL-C targets to manage drug therapy, as they state that clinical trial data do 
not define an appropriate target and the expected magnitude of additional atherosclerotic CV disease risk reduction with one target 
lower than another is unknown.

• As an update to the previous warning in 
October 2013, the FDA has determined that 
the current labeling for ezogabine (Potiga®) 
is appropriate to manage the risk of retinal 
abnormalities (pigment changes), potential 
vision loss, and skin discoloration. The FDA 
is requiring GSK to conduct a long-term 
observational study to further examine 
consequences of pigment changes. Ezogabine is 
indicated for use with other antiseizure drugs to 
treat refractory partial-onset seizures in adults.

Pipeline News: Upcoming Prescription 
Drug User Fee Acts (PDUFA) Dates

• July 5, 2015: Orkambi™; lumacaftor/
ivacaftor; oral cystic fibrosis transmembrane 
conductance regulator (CFTR) corrector/CFTR 
potentiator; CF with two copies of F508del 
mutation; Vertex.

• July 11, 2015: brexpiprazole; oral atypical 
antipsychotic; schizophrenia, MDD, PTSD; 
inhibition of cognitive decline; ADHD;  
H. Lundbeck A-S/Otsuka.

• July 24, 2015: Praluent®; alirocumab; 
subcutaneous anti-PCSK9 antibody; 
hyperlipidemia; Sanofi/Regeneron.

• July 26, 2015: Kyprolis®; carfilzomib; 
intravenous proteasome inhibitor; relapsed 
multiple myeloma; Amgen/Onyx.

• August 27, 2015: Repatha; evolocumab; 
subcutaneous anti-PCSK9 antibody; 
hyperlipidemia; Amgen.

• 3rd Quarter 2015: Brilinta®; ticagrelor; oral 
platelet aggregation inhibitor; prevention of 
atherothrombotic events in patients post MI; 
AstraZeneca.

• 3rd Quarter 2015: Durlaza™; acetylsalicylic 
acid; oral NSAID; secondary prevention of 
stroke and acute cardiac events; New Haven.

• 3rd Quarter 2015: Iressa™; gefitinib; oral EGFR 
inhibitor; EGFRm positive non-small cell lung 
cancer; AstraZeneca.

2 July 2015
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Smoking and Schizophrenia: A Swedish Prospective Study
There is a strong association between smoking and schizophrenia; however, the causal 
relationship is unknown. A Swedish study reviewed two prospective cohort trials in an 
attempt to understand the link between smoking and the subsequent development of 
schizophrenia and nonaffective psychoses. The study included over 1.4 million women 
and 230,000 men from the Swedish Birth Register and Military Conscription Register, 
respectively. Smoking was evaluated during prenatal care for the women, with a mean 
follow-up of over 18 years; for the men, mean follow-up was nearly eight years. Mean 
age at the start of the trial was 27 years for the women and 18 years for the men. 

In both the female and male samples, risk for schizophrenia was more strongly associated 
with heavy smoking (> 10 cigarettes/day) compared with light smoking (< 10 cigarettes/
day). In addition, when confounders, such as socioeconomic status and drug abuse were 
controlled for, hazard ratios declined only modestly in both groups.

A plausible explanation for the association of smoking and schizophrenia is that smoking 
initiation is part of the schizophrenia prodrome. To evaluate this, a buffer period of 1, 3, and 
5 years between smoking assessment and schizophrenia onset was included. Researchers 
found that the association did not decline with longer buffer periods and, therefore, the 
association was not due to smoking onset during a schizophrenic prodrome.

Familial and genetic factors may play a role in the smoking-schizophrenia association. 
In close relatives discordant for smoking, the smoking member was at a significantly 
greater risk for future nonaffective psychosis; however, environmental factors that 
increase the risk for both smoking and nonaffective psychosis could not be ruled out.

The causes of the smoking-schizophrenia association are complex. While the impact of 
schizophrenia as a cause of smoking cannot be ruled out as a factor, the findings of this 
study strongly suggest that tobacco smoking is an independent risk factor for developing 
schizophrenia and nonaffective psychoses, with a dose-response association.

Antipsychotic Drug Use During Pregnancy 
Antipsychotic drug use during pregnancy is on the rise; however, data concerning the 
effects of the newer atypical antipsychotics on maternal and perinatal health outcomes 
are lacking. A recent study examined possible links between second generation 
antipsychotics and medical conditions that often develop during pregnancy. 

A population-based cohort study using health administrative data in Ontario, Canada, 
between 2003 and 2012 was the basis for the study design. The study compared 1,021 
pregnant women who took antipsychotics during pregnancy with an equal number of 
pregnant women with similar demographics who did not take antipsychotics. The study 
enrolled women who delivered an infant and had at least two consecutive prescriptions 
for an antipsychotic medication during pregnancy, of which at least one was filled in 
the first or second trimester. About 90% of matched users were exclusively prescribed 
an atypical antipsychotic medication; quetiapine, olanzapine, and risperidone were the 
most frequently prescribed. 

Researchers found that, compared with non-users, women who were prescribed an antipsychotic during pregnancy were not seen to 
be at higher risk for gestational diabetes (rate ratio 1.10 [95% CI 0.77 to 1.57]), hypertensive disorders (1.12 [0.70 to 1.78]), or venous 
thromboembolism (0.95 [0.40 to 2.27]). In addition, antipsychotic drug use did not impact the rate of preterm birth (defined as < 37 
weeks) and birth weight <3rd or >97th percentile. The only exceptions were a slightly higher risk of labor induction and vaginal delivery 
among exposed pregnancies. 

Although women requiring antipsychotic medications may be at higher absolute risk for certain adverse maternal and perinatal 
outcomes compared with the general population, this study demonstrates that antipsychotic medications do not appear to have a 
negative effect on important measures of maternal and perinatal health. As always, careful assessment is imperative for a woman 
being prescribed an antipsychotic during pregnancy and careful monitoring is prudent.

A Review of Opioid-Induced 
Hyperalgesia
Opioid-induced hyperalgesia (OIH) has been 
reported in the literature with growing 
frequency and there are very few evidence-
based recommendations to assist clinicians with 
its management. OIH is the over-sensitization 
to pain due to opioid exposure. There are 
at least three types of OIH. The first type 
occurs in patients on methadone as part of 
a maintenance program to manage opiate 
dependence; the second type occurs post- or 
peri-operatively; and the third type occurs 
during opiate detoxification or sudden opioid 
withdrawal.  

The development of OIH is likely the result of 
complex and overlapping mechanisms. The 
most common pathways thought to play a role 
are: spinal descending pathway modulation, 
increased concentrations of dynorphin-
dependent excitatory neurotransmitters, 
increased sensitivity of dorsal horn neurons 
to excitatory neurotransmitters, inflammatory 
processes mediated by cyclooxygenase 
(COX) pathways, neuronal cell apoptosis, and 
suppression of endogenous opioid activity. OIH 
is almost always a diagnosis of exclusion; opioid 
tolerance must be ruled out before a diagnosis 
can be considered. A key distinguishing feature 
is that a patient with opioid tolerance will be 
relieved with increasing doses of opioids, while 
a patient with OIH will experience worsening 
pain with dose increases. Pain due to OIH is 
usually a different quality than the pain of the 
original injury or pain site. In addition, patient 
factors and drug interactions may slow the 
metabolism of an opioid to its active form 
causing a reduced analgesic effect which may be 
misinterpreted as OIH.  

Pain in patients with OIH is typically difficult to 
manage. Strategies developed to provide relief 
include reducing the opioid dose, changing 
to a different opioid, changing to or adding 
methadone, or adding an N-methyl-D-aspartate 
(NMDA) receptor antagonist (memantine), an 
alpha-2 receptor antagonist, or a COX inhibitor. 
Unfortunately, there is little quality data on 
the management of OIH. Further study and 
additional clinical experience may aid treatment 
decisions in the future. 
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Generic Name Trade 
Name Description Applicant FDA 

Status

olodaterol/ 
tiotropium 
bromide

Stiolto™ 
Respimat®

The FDA approved the combination of a long-acting beta2-adrenergic agonist, 
olodaterol and anticholinergic, tiotropium bromide (Stiolto Respimat) for 

maintenance treatment of chronic obstructive pulmonary disease (COPD). 
Stiolto Respimat is not indicated to treat asthma or acute deterioration of 
COPD and does not replace rescue inhaler use. The oral inhalation spray is 

dosed as 2 inhalations once daily. Each actuation delivers 3.124 mcg tiotropium 
bromide monohydrate and 2.736 mcg olodaterol HCl (equivalent to 2.5 mcg of 

tiotropium and 2.5 mcg olodaterol, respectively).

Boehringer 
Ingelheim

FDA NDA 
Approval  

05/21/2015

insulin lispro 
recombinant

Humalog® 
KwikPen® 

A new strength of the rapid-acting human insulin analog, insulin lispro 
(Humalog KwikPen) was FDA approved for the treatment of adults and 

pediatrics with diabetes mellitus. In addition to the U-100 (100 units/mL) 10 
mL vial and 3 mL KwikPen and cartridge, Humalog is now available as a U-200 

(200 units/mL) 3 mL KwikPen. Administer both strengths by subcutaneous 
(SC) injection within 15 minutes prior to or immediately after a meal. Do not 

administer insulin lispro U-200 via continuous SC infusion or by intravenous (IV) 
infusion and do not mix with any other insulin. 

Eli Lilly FDA NDA 
Approval  

05/26/2015

sirolimus Rapamune® Oral sirolimus (Rapamune), an immunosuppressive agent, gained FDA 
approval for the treatment of lymphangioleiomyomatosis (LAM), a progressive 

lung disease. Sirolimus is available as 1 mg/mL oral solution and 0.5, 1, 
and 2 mg tablets. The initial dose for LAM is 2 mg/day; adjust to achieve a 

sirolimus trough level of 5 to 15 ng/mL. Oral sirolimus is also indicated for the 
prophylaxis of organ rejection in renal transplant patients. 

Pfizer FDA sNDA 
Approval  

05/28/2015

eltrombopag Promacta® Eltrombopag (Promacta), a thrombopoietin receptor agonist, is indicated 
for the treatment of thrombocytopenia in patients with chronic immune 

(idiopathic) thrombocytopenia (ITP) who have had an insufficient response to 
corticosteroids, immunoglobulins, or splenectomy. It was granted approval for 
use in patients 6 years and older; previously, the drug was only approved for 

use in adults. Initial dosage for adults and pediatrics is 50 mg orally once daily; 
adjust dose to maintain a platelet count ≥ 50 X 109/L. Eltrombopag is available 

as 12.5, 25, 50, 75, and 100 mg oral tablets.

Novartis FDA sNDA 
Approval  

06/11/2015

zolmitriptan Zomig® The FDA expanded the indication for the triptan zolmitriptan (Zomig) nasal 
spray for the acute treatment of migraine, with or without aura, to include use 
in adolescents ages 12 to 17 years. The nasal spray is available as 2.5, and 5 mg 

single-use units. The recommended dose in adults and adolescents is 2.5 mg 
to start, which may be repeated after 2 hours, if needed. Do not exceed 10 mg 
in a 24-hour period. Zolmitriptan tablets and orally disintegrating tablets are 

indicated for use in adults only.

AstraZeneca FDA sNDA 
Approval  

06/12/2015

perampanel Fycompa® The second generation anticonvulsant perampanel (Fycompa) received 
approval as an adjunctive treatment for primary generalized tonic-clonic 
(PGTC) seizures in patients 12 years of age and older with epilepsy. The 

recommended dose for PGTC seizures is 8 mg once daily at bedtime; adjust 
dose based on patient response and tolerability. Perampanel is also indicated 
for the treatment of partial-onset seizures in patients at least 12 years of age. 
Perampanel is a Schedule III controlled substance and is available as 2, 4, 6, 8, 

10, and 12 mg tablets.  

Eisai FDA sNDA 
Approval  

06/19/2015

cangrelor Kengreal™ Cangrelor (Kengreal) is a P2Y12 platelet inhibitor indicated as an adjunct 
to percutaneous coronary intervention (PCI) for reducing the risk of 

periprocedural MI, repeat coronary revascularization, and stent thrombosis in 
patients who have not been treated with a P2Y12 platelet inhibitor and are not 
being given a glycoprotein IIb/IIIa inhibitor. Prior to PCI, administer cangrelor 
30 mcg/kg via IV bolus; followed immediately by 4 mcg/kg/min IV infusion 

for at least 2 hours or for the duration of the procedure, whichever is longer. 
Therapy with an oral P2Y12 platelet inhibitor should follow cangrelor IV therapy 

as per the package insert. The product is available as a single-use 10 mL vial 
containing 50 mg cangrelor as lyophilized powder. Once reconstituted and 

diluted, it should only be given through a dedicated IV line. The most common 
adverse reaction is bleeding. Launch is expected in July 2015.

Medicines FDA NDA 
Approval  

06/22/2015



2015 Medicaid Managed Care Forums 

Location Information 

 

August 5th 

The Center for Rural Development 

2292 South Highway 27 

Suite 300 

Somerset KY 

 

August 7th 

Morehead State University 

Adron Doran University Center 

150 University Boulevard 

Morehead KY 

 

August 12th 

Galt House Hotel 

140 North 4th Street 

Louisville KY   

 

August 26th 

James E. Bruce Convention Center 

303 Conference Center Drive 

Hopkinsville KY   

 

September 2nd 

Northern Kentucky University 

METS Conference Center  

3861 Olympic Boulevard 

Erlanger KY  



CONTRACT FOR MEDICAID MANAGED CARE SERVICES 
 

BETWEEN 
 

THE COMMONWEALTH OF KENTUCKY 
CABINET FOR HEALTH AND FAMILY SERVICES  

DIVISION OF MEDICAID SERVICES 
 

AND 
 

“MCO NAME” KENTUCKY MANAGED CARE PLAN, INC. 
 

* * * * * * * * * * * * * * * * * * * 
 

This Master Agreement (“Contract”) is entered into, by and between the Commonwealth of 
Kentucky, Cabinet for Health and Family Services (“the Commonwealth”) and “MCO NAME” 
Kentucky Managed Care Plan, Inc., as the Prime Contractor to establish a Contract for Medicaid 
Managed Care Services.  
 
The Commonwealth and Contractor agree to the following: 
 
I. Scope of Contract 

 
The Cabinet for Health and Family Services (CHFS), Department for Medicaid Services (DMS) 
issued an RFP seeking vendors to provide a Medicaid Managed Care Organization for All 
Regions of the Commonwealth to deliver the highest quality health care services to Kentucky 
Medicaid Members at the most favorable, competitive prices. 

To accomplish this goal, the Kentucky Cabinet for Health and Family Services, Department for 
Medicaid Services (the Department) requested Proposals from qualified Managed Care 
Organizations (MCOs) seeking to establish a risk-based, capitated contract with Department for 
providing and managing the health care services for Members enrolled in Medicaid. Respondents 
shall be a managed care organization with the appropriate license from the Kentucky Department 
of Insurance. Services are to begin on July 1, 2015. Respondents are required to provide services 
to Members residing in all regions of the state. The services required as part of the contract, 
include providing covered physical health, behavioral health, and dental services; establishing and 
managing a provider network; credentialing and contracting with providers; utilization 
management, disease management, quality management, customer service, financial 
management, claims management, maintaining sufficient information systems; and promoting 
coordination and continuity of preventive health services and other medical care. 

Eligible Medicaid recipients to be enrolled into MCOs include Families and Children, SSI with and 
without Medicare, SSI Children, Foster Care Children, Dual Eligibles, ACA MAGI Adults, and ACA 
Former Foster Care Child. As of February 2015, there were approximately 1.135 million eligible 
Medicaid recipients included in the population to be served pursuant to this procurement. 
Enrollment procedures in an MCO will include a selection and auto-assign phase for new 
members enrolling in Medicaid after July 1, 2015 and an annual open enrollment period allowing 
existing Medicaid members to enroll with the MCO of their choice.  The Commonwealth reserves 
the right, at its sole discretion, to adjust the enrollment schedule based on availability of MCOs, 



waiver approval, or network adequacy of the MCOs.  Open Enrollment currently occurs in the late 
fall/early winter with member changes being effective January 1st of each year. 

 
II. Contract Components and Order of Precedence 
 
The Commonwealth’s acceptance of the Contractor’s offer in response to the Solicitation RFP 
758 1500000283, indicated by the issuance of a Contract Award by the Office of Procurement 
Services, shall create a valid Contract between the Parties consisting of the following: 
 

1. Any written Agreement between the Parties; 
2. Any Addenda to the Solicitation RFP 758 1500000283  ; 
3. Solicitation RFP 758 1500000283  and all attachments thereto, including Section 40--

Terms and Conditions of a Contract with the Commonwealth of Kentucky; 
4. General Conditions contained in 200 KAR 5:021 and Office of Procurement Services’ 

FAP110-10-00; 
5. Any Best and Final Offer; 
6. Any clarifications concerning the Contractor’s proposal in response to Solicitation RFP 

758 1500000283  ; 
7. The Contractor’s proposal in response to Solicitation RFP 758 1500000283. 

 
In the event of any conflict between or among the provisions contained in the Contract, the order 
of precedence shall be as enumerated above. 
 
III. Negotiated Items 
 
No items were negotiated. 
 
 
IV.  Terms and Conditions  (Section 40  and Section 50 of the RFP) 
 
Procurement Requirements  

Procurement requirements are listed under “Procurement Laws, Preference, Regulations and 
Policies” and “Response to Solicitation” located on the eProcurement Web page at 
http://eprocurement.ky.gov  and 
http://finance.ky.gov/services/eprocurement/Pages/VendorServices.aspx respectively.  The 
vendor must comply with all applicable statutes, regulations and policies related to this 
procurement.     

Contract Components and Order of Precedence 

The Commonwealth’s acceptance of the Contractor’s offer in response to the Solicitation, 
indicated by the issuance of a Contract Award by the Office of Procurement Services, shall create 
a valid Contract between the Parties consisting of the following: 

Any written Agreement between the Parties; 

Any Addenda to the Solicitation; 

The Solicitation and all attachments  

http://eprocurement.ky.gov/
http://finance.ky.gov/services/eprocurement/Pages/VendorServices.aspx


Procurement Statutes, Regulations and Policies 

Any clarifications concerning the Contractor’s bid in response to the Solicitation.  

In the event of any conflict between or among the provisions contained in the Contract, the order 
of precedence shall be as enumerated above. 

Final Agreement 

The Contract represents the entire agreement between the parties with respect to the subject 
matter hereof.  Prior negotiations, representations, or agreements, either written or oral, between 
the parties hereto relating to the subject matter hereof shall be of no effect upon this Contract. 

Contract Provisions 

If any provision of this Contract (including items incorporated by reference) is declared or found to 
be illegal, unenforceable, or void, then both the Commonwealth and the Contractor shall be 
relieved of all obligations arising under such provision.  If the remainder of this Contract is capable 
of performance, it shall not be affected by such declaration or finding and shall be fully performed. 

Type of Contract 

The contract proposed in response to this Solicitation shall be on the basis of a firm fixed unit 
price for the elements listed in this Solicitation.  This Solicitation is specifically not intended to 
solicit proposals for contracts on the basis of cost-plus, open-ended rate schedule, nor any non-
fixed price arrangement. 

Contract Usage  

As a result of this RFP, the contractual agreement with the selected Vendor will in no way obligate 
the Commonwealth of Kentucky to purchase any services or equipment under this contract.  The 
Commonwealth agrees, in entering into any contract, to purchase only such services in such 
quantities as necessary to meet the actual requirements as determined by the Commonwealth.  

Addition or Deletion of Items or Services 

The Office of Procurement Services reserves the right to add new and similar items, by issuing a 
Contract Modification, to this Contract with the consent of the Vendor.  Until such time as the 
Vendor receives a Modification, the Vendor shall not accept Delivery Orders from any agency 
referencing such items or services. 

Changes and Modifications to the Contract 

Pursuant to KRS 45A.210 (1) and 200 KAR 5:311, no modification or change of any provision in 
the Contract shall be made, or construed to have been made, unless such modification is mutually 
agreed to in writing by the Contractor and the Commonwealth, and incorporated as a written 
amendment to the Contract and processed through the Office of Procurement Services and 
approved by the Finance and Administration Cabinet prior to the effective date of such 
modification or change pursuant to KRS 45A.210(1) and 200 KAR 5:311.  Memorandum of 



understanding, written clarification, and/or correspondence shall not be construed as 
amendments to the Contract. 

If the Contractor finds at any time that existing conditions made modification of the Contract 
necessary, it shall promptly report such matters to the Commonwealth Buyer for consideration 
and decision. 

Changes in Scope 

The Commonwealth may, at any time by written order, make changes within the general scope of 
the Contract.  No changes in scope are to be conducted except at the approval of the 
Commonwealth.   

Contract Conformance 

If the Commonwealth Buyer determines that deliverables due under the Contract are not in 
conformance with the terms and conditions of the Contract and the mutually agreed-upon project 
plan, the Buyer may request the Contractor to deliver assurances in the form of additional 
Contractor resources and to demonstrate that other major schedules will not be affected.  The 
Commonwealth shall determine the quantity and quality of such additional resources and failure to 
comply may constitute default by the Contractor. 

Assignment 

The Contract shall not be assigned in whole or in part without the prior written consent of the 
Commonwealth Buyer.   

Payment 

The Commonwealth will make payment in accordance with KRS 45.453 and KRS 45.454. 

Payments are predicated upon successful completion and acceptance of the described work, 
services, supplies, or commodities, and delivery of the required documentation.  Invoices for 
payment shall be submitted to the Agency Contact Person or his representative. 

Contractor Cooperation in Related Efforts 

The Commonwealth of Kentucky may undertake or award other contracts for additional or related 
work, services, supplies, or commodities, and the Contractor shall fully cooperate with such other 
contractors and Commonwealth employees.  The Contractor shall not commit or permit any act 
that will interfere with the performance of work by any other contractor or by Commonwealth 
employees. 

Contractor Affiliation 

"Affiliate" shall mean a branch, division or subsidiary that is effectively controlled by another party.  
If any affiliate of the Contractor shall take any action that, if done by the Contractor, would 
constitute a breach of this agreement, the same shall be deemed a breach by such party with like 
legal effect.   



Commonwealth Property 

The Contractor shall be responsible for the proper custody and care of any Commonwealth-
owned property furnished for Contractor's use in connections with the performance of this 
Contract.  The Contractor shall reimburse the Commonwealth for its loss or damage, normal wear 
and tear excepted. 

Confidentiality of Contract Terms 

The Contractor and the Commonwealth agree that all information communicated between them 
before the effective date of the Contract shall be received in strict confidence and shall not be 
necessarily disclosed by the receiving party, its agents, or employees without prior written consent 
of the other party.  Such material will be kept confidential subject to Commonwealth and Federal 
public information disclosure laws. 

Upon signing of the Contract by all Parties, terms of the Contract become available to the public, 
pursuant to the provisions of the Kentucky Revised Statutes. 

The Contractor shall have an appropriate agreement with its Subcontractors extending these 
confidentiality requirements to all Subcontractors’ employees. 

Confidential Information 

The Contractor shall comply with the provisions of the Privacy Act of 1974 and instruct its 
employees to use the same degree of care as it uses with its own data to keep confidential 
information concerning client data, the business of the Commonwealth, its financial affairs, its 
relations with its citizens and its employees, as well as any other information which may be 
specifically classified as confidential by the Commonwealth in writing to the Contractor.  All 
Federal and State Regulations and Statutes related to confidentiality shall be applicable to the 
Contractor.  The Contractor shall have an appropriate agreement with its employees, and any 
subcontractor employees, to that effect, provided however, that the foregoing will not apply to: 

Information which the Commonwealth has released in writing from being maintained in 
confidence; 

Information which at the time of disclosure is in the public domain by having been printed an 
published and available to the public in libraries or other public places where such data is usually 
collected; or 

Information, which, after disclosure, becomes part of the public domain as defined above, 
thorough no act of the Contractor. 

Advertising Award 

The Contractor shall not refer to the Award of Contract in commercial advertising in such a 
manner as to state or imply that the firm or its services are endorsed or preferred by the 
Commonwealth of Kentucky without the expressed written consent of the Agency Technical 
Contact person listed in this RFP (Section 50.5). 



Patent or Copyright Infringement 

The Contractor shall report to the Commonwealth promptly and in reasonable written detail, each 
notice of claim of patent or copyright infringement based on the performance of this Contract of 
which the Contractor has knowledge. 

The Commonwealth agrees to notify the Contractor promptly, in writing, of any such claim, suit or 
proceeding, and at the Contractor's expense give the Contractor proper and full information 
needed to settle and/or defend any such claim, suit or proceeding.   

If, in the Contractor's opinion, the equipment, materials, or information mentioned in the 
paragraphs above is likely to or does become the subject of a claim or infringement of a United 
States patent or copyright, then without diminishing the Contractor's obligation to satisfy any final 
award, the Contractor may, with the Commonwealth's written consent, substitute other equally 
suitable equipment, materials, and information, or at the Contractor's options and expense, obtain 
the right for the Commonwealth to continue the use of such equipment, materials, and 
information. 

The Commonwealth agrees that the Contractor has the right to defend, or at its option, to settle 
and the Contractor agrees to defend at its own expense, or at its option to settle, any claim, suit or 
proceeding brought against the Commonwealth on the issue of infringement of any United States 
patent or copyright or any product, or any part thereof, supplied by the Contractor to the 
Commonwealth under this agreement.  The Contractor agrees to pay any final judgment entered 
against the Commonwealth on such issue in any suit or proceeding defended by the Contractor. 

If principles of governmental or public law are involved, the Commonwealth may participate in the 
defense of any such action, but no costs or expenses shall be incurred for the account of the 
Contractor without the Contractor's written consent. 

The Contractor shall have no liability for any infringement based upon: 

A. The combination of such product or part with any other product or part not furnished to 
the Commonwealth by the Contractor; 

B. The modification of such product or part unless such modification was made by the 
Contractor; or  

C. The use of such product or part in a manner for which it was not designed. 

Permits, Licenses, Taxes and Commonwealth Registration 

The Contractor shall procure all necessary permits and licenses and abide by all applicable laws, 
regulations, and ordinances of all Federal, State, and local governments in which work under this 
Contract is performed. 

The Contractor shall maintain certification of authority to conduct business in the Commonwealth 
of Kentucky during the term of this Contract.  Such registration is obtained from the Secretary of 
State, who will also provide the certification thereof.  However, the Contractor need not be 



registered as a prerequisite for responding to the RFP.  Additional local registration or license may 
be required. 

The Contractor shall pay any sales, use, and personal property taxes arising out of this Contract 
and the transaction contemplated hereby.  Any other taxes levied upon this Contract, the 
transaction, or the equipment or services delivered pursuant hereto shall be borne by the 
Contractor.  

EEO Requirements 

The Equal Employment Opportunity Act of 1978 applies to All State government projects with an 
estimated value exceeding $500,000.  The Contractor shall comply with all terms and conditions 
of the Act.   

http://finance.ky.gov/services/eprocurement/Pages/VendorServices.aspx.   

Provisions for Termination of the Contract 

Any Contract resulting from this Solicitation shall be subject to the termination provisions set forth 
in 200 KAR 5:312. 

Bankruptcy 

In the event the Contractor becomes the subject debtor in a case pending under the Federal 
Bankruptcy Code, the Commonwealth's right to terminate this Contract may be subject to the 
rights of a trustee in bankruptcy to assume or assign this Contract.  The trustee shall not have the 
right to assume or assign this Contract unless the trustee (a) promptly cures all defaults under this 
Contract; (b) promptly compensates the Commonwealth for the monetary damages incurred as a 
result of such default, and (c) provides adequate assurance of future performance, as determined 
by the Commonwealth. 

Conformance with Commonwealth & Federal Laws/Regulations 

This Contract is subject to the laws of the Commonwealth of Kentucky and where applicable 
Federal law.   Any litigation with respect to this Contract shall be brought in state or federal court 
in Franklin County, Kentucky in accordance with KRS 45A.245. 

Accessibility 

Vendor hereby warrants that the products or services to be provided under this Contract comply 
with the accessibility requirements of Section 504 of the Rehabilitation Act of 1973, as amended 
(29 U.S.C. § 794d), and its implementing regulations set forth at Title 36, Code of Federal 
Regulations, part 1194. Vendor further warrants that the products or services to be provided 
under this Contract comply with existing federal standards established under Section 255 of the 
Federal Telecommunications Act of 1996 (47 U.S.C. § 255), and its implementing regulations set 
forth at Title 36, Code of Federal Regulations, part 1193, to the extent the Vendor's products or 
services may be covered by that act. Vendor agrees to promptly respond to and resolve any 
complaint regarding accessibility of its products or services which is brought to its attention.  

http://finance.ky.gov/services/eprocurement/Pages/VendorServices.aspx


Access to Records 

The contractor, as defined in KRS 45A.030 (9) agrees that the contracting agency, the Finance 
and Administration Cabinet, the Auditor of Public Accounts, and the Legislative Research 
Commission, or their duly authorized representatives, shall have access to any books, 
documents, papers, records, or other evidence, which are directly pertinent to this contract for the 
purpose of financial audit or program review. Records and other prequalification information 
confidentially disclosed as part of the bid process shall not be deemed as directly pertinent to the 
contract and shall be exempt from disclosure as provided in KRS 61.878(1)(c). The contractor 
also recognizes that any books, documents, papers, records, or other evidence, received during a 
financial audit or program review shall be subject to the Kentucky Open Records Act, KRS 61.870 
to 61.884.  

In the event of a dispute between the contractor and the contracting agency, Attorney General, or 
the Auditor of Public Accounts over documents that are eligible for production and review, the 
Finance and Administration Cabinet shall review the dispute and issue a determination, in 
accordance with Secretary's Order 11-004. (See Secretary's Order). 

Prohibitions of Certain Conflicts of Interest 

In accordance with KRS 45A.340, the contractor represents and warrants, and the 
Commonwealth relies upon such representation and warranty, that it presently has no interest and 
shall not acquire any interest, direct or indirect, which would conflict in any manner or degree with 
the performance of its services.  The contractor further represents and warrants that in the 
performance of the contract, no person, including any subcontractor, having any such interest 
shall be employed. 

In accordance with KRS 45A.340 and KRS 11A.040 (4), the contractor agrees that it shall not 
knowingly allow any official or employee of the Commonwealth who exercises any function or 
responsibility in the review or approval of the undertaking or carrying out of this contract to 
voluntarily acquire any ownership interest, direct or indirect, in the contract prior to the completion 
of the contract. 

No Contingent Fees 

No person or selling agency shall be employed or retained or given anything of monetary value to 
solicit or secure this contract, excepting bona fide employees of the Offeror or bona fide 
established commercial or selling agencies maintained by the Offeror for the purpose of securing 
business.  For breach or violation of this provision, the Commonwealth shall have the right to 
reject the proposal or cancel the contract without liability. 

Vendor Response and Proprietary Information 

The RFP specifies the format, required information, and general content of proposals submitted in 
response to the RFP.  The Finance and Administration Cabinet will not disclose any 
portions of the proposals prior to Contract Award to anyone outside the Finance and 
Administration Cabinet, representatives of the agency for whose benefit the contract is 
proposed, representatives of the Federal Government, if required, and the members of the 
evaluation committees.  After a Contract is awarded in whole or in part, the Commonwealth 
shall have the right to duplicate, use, or disclose all proposal data submitted by Vendors in 



response to this RFP as a matter of public record.  Although the Commonwealth recognizes the 
Vendor's possible interest in preserving selected data which may be part of a proposal, the 
Commonwealth must treat such information as provided by the Kentucky Open Records Act, KRS 
61.870 et sequitur. 
 
Informational areas which normally might be considered proprietary shall be limited to individual 
personnel data, customer references, selected financial data, formulae, and financial 
audits which, if disclosed, would permit an unfair advantage to competitors.  If a proposal 
contains information in these areas that a Vendor declares proprietary in nature and not available 
for public disclosure, the Vendor shall declare in the Transmittal Letter (Section 60.5 (C.1) the 
inclusion of proprietary information and shall noticeably label as proprietary each sheet 
containing such information.  Proprietary information shall be submitted under separate 
sealed cover marked “Proprietary Data”.  Proposals containing information declared by the 
Vendor to be proprietary, either in whole or in part, outside the areas listed above may be deemed 
non-responsive to the RFP and may be rejected. 
 
The Commonwealth of Kentucky shall have the right to use all system ideas, or adaptations of 
those ideas, contained in any proposal received in response to this RFP.  Selection or rejections 
of the proposal will not affect this right. 

Contract Claims 

The Parties acknowledge that KRS 45A.225 to 45A.290 governs contract claims. 

  Limitation of Liability 

The liability of the Commonwealth related to contractual damages is set forth in KRS 45A.245.  

   Performance Bond 

Pursuant to 200 KAR 5:305, the Contractor shall furnish a performance bond satisfactory to the 
Commonwealth in the amount of $25,000,000 as security for the faithful performance of the 
Contract.  The bond furnished by the Contractor shall incorporate by reference the terms of the 
Contract as fully as though they were set forth verbatim in such bonds.  In the event the 
Contract is amended, the penal sum of the performance bond shall be deemed increased by 
like amount. 

The initial bond shall be submitted to the Commonwealth Buyer within thirty (30) days of 
execution of this Contract.  Any required amendment to the bond shall be submitted to the 
Commonwealth Buyer within thirty (30) days of said amendment. 

   Executive Order 11246  - Discrimination 

Discrimination (because of race, religion, color, national origin, sex, sexual orientation, gender 
identity, age, or disability) is prohibited. This section applies only to contracts utilizing federal 
funds, in whole or in part. During the performance of this contract, the contractor agrees as 
follows: 

 1.  The contractor will not discriminate against any employee or applicant for employment 
because of race, religion, color, national origin, sex, sexual orientation, gender identity, or age.  



The contractor further agrees to comply with the provisions of the Americans with Disabilities 
Act (ADA), Public Law 101-336, and applicable federal regulations relating thereto prohibiting 
discrimination against otherwise qualified disabled individuals under any program or activity.  
The contractor agrees to provide, upon request, needed reasonable accommodations.  The 
contractor will take affirmative action to ensure that applicants are employed and that 
employees are treated during employment without regard to their race, religion, color, national 
origin, sex, sexual orientation, gender identity, age or disability.  Such action shall include, but 
not be limited to the following; employment, upgrading, demotion or transfer; recruitment or 
recruitment advertising; layoff or termination; rates of pay or other forms of compensations; and 
selection for training, including apprenticeship. The contractor agrees to post in conspicuous 
places, available to employees and applicants for employment, notices setting forth the 
provisions of this non-discrimination clause. 

 2.  The contractor will, in all solicitations or advertisements for employees placed by or on 
behalf of the contractor, state that all qualified applicants will receive consideration for 
employment without regard to race, religion, color, national origin, sex, sexual orientation, 
gender identity, age or disability. 

  3.  The contractor will send to each labor union or representative of workers with which he has 
a collective bargaining agreement or other contract or understanding, a notice advising the said 
labor union or workers' representative of the contractor's commitments under this section, and 
shall post copies of the notice in conspicuous places available to employees and applicants for 
employment.  The contractor will take such action with respect to any subcontract or purchase 
order as the administering agency may direct as a means of enforcing such provisions, 
including sanctions for noncompliance. 

 4.  The contractor will comply with all provisions of Executive Order No. 11246 of September 
24, 1965 as amended, and of the rules, regulations and relevant orders of the Secretary of 
Labor. 

 5. The contractor will furnish all information and reports required by Executive Order No. 
11246 of September 24, 1965, as amended, and by the rules, regulations and orders of the 
Secretary of Labor, or pursuant thereto, and will permit access to his books, records and 
accounts by the administering agency and the Secretary of Labor for purposes of investigation 
to ascertain compliance with such rules, regulations and orders. 

 6. In the event of the contractor's noncompliance with the nondiscrimination clauses of this 
contract or with any of the said rules, regulations or orders, this contract may be cancelled, 
terminated or suspended in whole or in part and the contractor may be declared ineligible for 
further government contracts or federally-assisted construction contracts in accordance with 
procedures authorized in Executive Order No. 11246 of September 24, 1965, as amended, and 
such other sanctions may be imposed and remedies invoked as provided in or as otherwise 
provided by law. 

 7.  The contractor will include the provisions of paragraphs (1) through (7) of section 202 of 
Executive Order 11246 in every subcontract or purchase order unless exempted by rules, 
regulations or orders of the Secretary of Labor, issued pursuant to section 204 of Executive 
Order No. 11246 of September 24, 1965, as amended, so that such provisions will be binding 
upon each subcontractor or vendor.  The contractor will take such action with respect to any 
subcontract or purchase order as the administering agency may direct as a means of enforcing 
such provisions including sanctions for noncompliance; provided, however, that in the event a 



contractor becomes involved in, or is threatened with, litigation with a subcontractor or vendor 
as a result of such direction by the agency, the contractor may request the United States to 
enter into such litigation to protect the interests of the United States. 

Minimum Wage for the Commonwealth’s Service Providers 

The vendor, and all subcontractors therein, shall pay to any worker directly performing a service 
called for in the contract, and to any person who provides a service ancillary thereto for at least 
20% of his or her working time in any given work week, a minimum of $10.10 per hour, or $4.90 
per hour for tipped employees, for those hours worked in connection with the contract. 

Agencies to Be Served 

This contract shall be for use by the Department for Medicaid Services (DMS).  . 

Term of Contract and Renewal Options 

The initial term of the Contract shall be effective July 1, 2015 and expire June 30, 2016. 

This Contract may be renewed at the completion of the initial Contract period for four (4) 
additional one-year periods upon the mutual agreement of the Parties.  Such mutual 
agreement shall take the form of a Contract Modification as described in Section 40.8 of the 
RFP.   

Vendors shall not be eligible to accept Medicaid members or receive monthly capitated rate 
payments prior to meeting all Readiness Review and Network Adequacy requirements. 
Awarded Vendor(s) may meet these requirements no later than ninety (90) days from contract 
award. Failure to meet the requirements by this date may result in cancellation of the awarded 
contract.     

At the end of the contract the Vendor shall provide all agency data in a form that can be 
converted to any subsequent system of the agency’s choice.  The Vendor shall cooperate to this 
end with the Vendor of the agency’s choice, in a timely and efficient manner. 

The Commonwealth reserves the right not to exercise any or all renewal options.  The 
Commonwealth reserves the right to extend the contract for a period less than the length of the 
above-referenced renewal period if such an extension is determined by the Commonwealth 
Buyer to be in the best interest of the Commonwealth. 

The Commonwealth reserves the right to renegotiate any terms and/or conditions as may be 
necessary to meet requirements for the extended period.  In the event proposed revisions 
cannot be agreed upon, either party shall have the right to withdraw without prejudice from 
either exercising the option or continuing the contract in an extended period. 

Basis of Price Revisions 

PRICE ADJUSTMENTS: Unless otherwise specified, the capitation payment rates established 
by the Contract resulting from this Solicitation shall remain firm for the contract period subject to 
the following: 



CMS Approval: The capitation payment rates established by the Contract are subject to the 
approval of the Center for Medicare and Medicaid Services (CMS).  If CMS rejects any 
component of the rates, the capitation payment rates shall be adjusted as required.    

Extended Contract Periods: If the Contract provides for an optional renewal period, a price 
adjustment may be granted at the time the Contract is renewed, subject to applicable Contract 
provisions. 

Notices 

After the Award of Contract, all programmatic communications with regard to day-to-day 
performance under the contract are to be made to the Agency.   

After the Award of Contract, all communications of a contractual or legal nature are to be made 
to the Commonwealth Buyer. 

Subcontractors 

The Contractor is permitted to make subcontract(s) with any other party for furnishing any of the 
work or services herein.  The Contractor shall be solely responsible for performance of the 
entire Contract whether or not subcontractors are used.  Except as otherwise provided in this 
Contract, all Subcontracts between the Contractor and its Subcontractors for the provision of 
Covered Services, shall contain an agreement by the Subcontractor to indemnify, defend and 
hold harmless the Commonwealth, its officers, agents, and employees, and each and every 
Member from any liability whatsoever arising in connection with this Contract for the payment of 
any debt of or the fulfillment of any obligation of the Subcontractor.  All references to the 
Contractor shall be construed to encompass both the Contractor and any subcontractors of the 
Contractor. The Contractor shall inform the DMS of any Subcontractor providing Covered 
Services which engages another Subcontractor in any transaction or series of transactions, in 
performance of any term of this Contract, which in one fiscal year exceeds the lesser of $25,000 
or five percent (5%) of the Subcontractor’s operating expense. 

Transition of MCOs  

An MCO currently contracting with the Commonwealth in the Managed Care Program 
that remains with the Managed Care Program shall not have its current membership 
reassigned on July 1, 2015.  However, the thresholds developed for July 1, 2015 shall 
apply.  If an MCO currently contracting with the Commonwealth in the Managed Care 
Program does not continue with the Managed Care Program its membership shall be 
reassigned as provided for in the Contract. 
 
V.  Pricing 
 
All rates are included in "Attachment G - Medicaid Manager Care Contract" attached.  
 
VI. Approvals 
 
This Contract is subject to the terms and conditions as stated. By affixing their signatures below, 
the parties verify that they are authorized to bind this agreement between parties and that they 
accept the terms of this agreement.  



 
1st Party: “MCO NAME” Kentucky Managed Care Plan, Inc., as Contracting Agent  
    
______________________________  ___________________________ 
Printed name     Title 
 
 
______________________________  ___________________________ 
Signature      Date 
 
 
2nd Party: Cabinet for Health and Family Services, Division of Medicaid Services  
 
  
______________________________  ___________________________ 
Printed name     Title 
 
 
______________________________  ___________________________ 
Signature      Date 
 
 
Approved by the Finance and Administration Cabinet 
Office of Procurement Services 
 
                
______________________________ ___________________________ 
Printed name      Title 
 
 
______________________________  ___________________________ 
Signature      Date 
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Statement of Understanding and Acceptance 

We (the Vendor providing this proposal) acknowledge that we understand and accept the 
requirements outlined in the following contract as written, in its entirety.  

Dated the_____ day of_____, 2015. 

________________________________                  ________________________________ 

Signature                       Title 

(Signature and Title must be of Authorized Representative on the behalf of the Vendor 
submitting this proposal) 
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Preamble 

This Contract is entered into among the Commonwealth of Kentucky, Finance 
and Administration Cabinet (“Finance”), and __________________ 
(“Contractor”). 

WHEREAS, the Kentucky Department for Medicaid Services within the Cabinet 
for Health and Family Services is charged with the administration of the Kentucky 
Plan for Medical Assistance in accordance with the requirements of Title XIX of 
the Social Security Act of 1935, as amended (the “Act”), and the statutes, laws, 
and regulations of Kentucky; and the Kentucky Children’s Health Insurance 
Program (KCHIP) in accordance with the requirements of the Title XXI of the 
Social Security Act, as amended, and  

WHEREAS, the Contractor is eligible to enter into a risk contract in accordance 
with Section 1903(m) of the Act and 42 CFR 438.6, is engaged in the business of 
providing prepaid comprehensive health care services as defined in 42 
C.F.R. 438.2, and Contractor is an insurer under Subtitle 3 of the Kentucky 
Insurance Code with a health line of authority; and 

WHEREAS, the parties are entering into this agreement regarding services for 
the benefit of Members residing in the Commonwealth and, the Contractor has 
represented that the Contractor will exercise appropriate financial responsibility 
during the term of this Contract, including adequate protection against the risk of 
insolvency, and that the Contractor can and shall provide quality services 
efficiently, effectively and economically during the term of this Contract, and 
further the Contractor shall monitor the quality and provision of those services 
during the term of this Contract, representations upon which the Finance and 
Administration Cabinet and the Department for Medicaid Services rely in entering 
into this Contract;  

NOW THEREFORE, in consideration of the monthly payment of predetermined 
Capitated Rates by the Department, the assumption of risk by the Contractor, 
and the mutual promises and benefits contained herein, the parties hereby agree 
as follows: 

1.0 Definitions 

Abuse means Provider Abuse and Member Abuse, as defined in KRS 205.8451.  

ACA Expansion Members means individuals less than 65 years of age with 
income below 138% of the federal poverty level and former foster children up to 
the age of twenty-six (26) and who were not previously eligible under Title XIX of 
the Social Security Act prior to the passage of the Affordable Care Act. 
 
Action means, as defined in 42 CFR 438.400(b), the 
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A. denial or limited authorization of a requested service, including the type or 
level of service; 

B. reduction, suspension, or termination of a service previously authorized by 
the Department, its agent or Contractor; 

C. denial, in whole or in part, of payment for a service which results in the 
service not being provided; 

D. failure to provide services in a timely manner, as  defined by Department; 
E. failure of an MCO or Prepaid Health Insurance Plan (PHIP) to act within 

the timeframes required by 42 CFR 438.408(b); or 
F. for a resident of a rural area with only one MCO, the denial of a Medicaid 

enrollee’s request to exercise his or her right, under 42 CFR 
438.52(b)(2)(ii), to obtain services outside a Contractor’s Network. 

 
Affiliate means an entity that directly or indirectly through one or more 
intermediaries, controls or is controlled by, or is under common control with, the 
entity specified.  
 
Affordable Care Act means the Patient Protection and Affordable Act (PPACA), 
P.L. 111-148, enacted on March 23, 2010 and the Health Care and Education  
Reconciliation Act of 2010 (HCERA), P.L. 111-152, enacted on March 30, 2010. 

Appeal means a request for review of an Action, or a decision by the Contractor 
related to Covered Services or services provided. 

Behavioral Health Services means clinical, rehabilitative, and support services 
in inpatient and outpatient settings to treat a mental illness, emotional disability, 
or substance abuse disorder.  

Behavioral Health Services Organization means an entity that is licensed as a 
behavioral health services organization pursuant to 902 KAR 20:430. 

Business Associate means parties authorized to exchange electronic data 
interchange (EDI) transactions on the Trading Partner’s behalf, as defined by 
HIPAA. 

Cabinet means the Cabinet for Health and Family Services. 

Capitation Payment means the total per Member per month amount paid by the 
Commonwealth to the Contractor, for providing Covered Services to Members 
enrolled. 

Capitation Rate(s) means the amount(s) to be paid monthly to the Contractor by 
the Commonwealth for Members enrolled based on such factors as the 
Member’s aid category, age, gender and service. 

Care Coordination means the integration of all processes in response to a 
Member’s needs and strengths to ensure the achievement of desired outcomes 
and the effectiveness of services. 
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Care Management System includes a comprehensive assessment and care 
plan care coordination and case management services. This includes a set of 
processes that arrange, deliver, monitor and evaluate care, treatment and 
medical and social services to a member.  

Care Plan means written documentation of decisions made in advance of care 
provided, based on a Comprehensive Assessment of a Member’s needs, 
preference and abilities, regarding how services will be provided. This includes 
establishing objectives with the Member and determining the most appropriate 
types, timing and supplier(s) of services. This is an ongoing activity as long as 
care is provided. 

Case Management is a collaborative process that assesses, plans, implements, 
coordinates, monitors, and evaluates the options and services required to meet 
the client’s health and human service needs.  It is characterized by advocacy, 
communication, and resource management and promotes quality and cost-
effective interventions and outcomes.   

C.F.R. means the Code of Federal Regulations. 

Children with Special Health Care Needs means Members who have or are at 
increased risk for chronic physical, developmental, behavioral, or emotional 
conditions and who also require health and related services of a type or amount 
beyond that required by children generally and who may be enrolled in a Children 
with Special Health Care Needs program operated by a local Title V funded 
Maternal and Child Health Program. 

CHIPRA means the Children's Health Insurance Program Reauthorization Act of 
2009 which reauthorized the Children's Health Insurance Program (CHIP) under 
Title XXI of the Social Security Act.  It assures that a State is able to continue its 
existing program and expands insurance coverage to additional low-income, 
uninsured children.  

Claim means any 1) bill for services, 2) line item of service, or 3) all services for 
a Member within a bill. 

CLIA means the federal legislation commonly known as the Clinical Laboratories 
Improvement Amendments of 1988 as found at Section 353 of the federal Public 
Health Services Act (42 U.S.C. §§ 201, 263a) and regulations promulgated 
hereunder. 

CMS means the U.S. Department of Health and Human Services, Centers for 
Medicare and Medicaid, formerly the Health Care Financing Administration. 

Commonwealth means the Commonwealth of Kentucky. 

Commission for Children with Special Health Care Needs is a Title V agency 
which provides specialty medical services for children with specific diagnoses 
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and health care services needs that make them eligible to participate in 
Commission sponsored programs, including provision of Medical care.   
 
Comprehensive Assessment means the detailed assessment of the nature and 
cause of a person’s specific conditions and needs as well as personal resources 
and abilities. This is generally performed by an individual or a team of specialists 
and may involve family, or other significant people.  The assessment may be 
done in conjunction with care planning. 

Community Mental Health Center (CMHC) is a board or a nonprofit 

organization providing a regional community health program operated pursuant 
to KRS Chapter 210 for individuals who have mental health disorders, substance 
abuse disorders, intellectual and/or developmental disabilities and may provide 
primary care.  
 
Contract means this Contract between Finance and the Contractor and any 
amendments, including, corrections or modifications thereto incorporating and 
making a part hereof the documents described in Section 41.1 “Documents 
Constituting Contract” of this Contract. 

Contractor’s Network means collectively, all of the Providers that have 
contracts with the Contractor or any of the Contractor’s subcontractors to provide 
Covered Services to Members. 

Contract Term means the term of this Contract as set forth in Section 7.1 
“Term.” 

Covered Services means services that the Contractor is required to provide 
under this Contract, as identified in this Contract. 

Critical Access Hospitals means a health care facility designation of the federal 
Centers for Medicare and Medicaid Services (CMS) that provides for cost-based 
reimbursement for inpatient services. .  

Days mean calendar days except as otherwise noted.  “Working day” or 
“business day” means a day on which the Contractor is officially open to conduct 
its affairs.  

Denial means the termination, suspension or reduction in the amount, scope or 
duration of a Covered Service or the refusal or failure to provide a Covered 
Service. 

Department means the Department for Medicaid Services (DMS) within the 
Cabinet, or its designee. 

Department for Aging and Independent Living (DAIL) is the Department 
within the Cabinet which oversees the administration of statewide programs and 
services on behalf of Kentucky's elders and individuals with disabilities.  
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Department for Behavioral Health, Developmental and Intellectual 
Disabilities (DBHDID) is the Department within the Cabinet that oversees the 
administration of statewide programs and services for individuals with mental 
health disorders, substance abuse disorders, intellectual disabilities, or 
developmental disabilities.   
 
Department for Community Based Services (DCBS) is the Department within 
the Cabinet that oversees the eligibility determinations for the DMS and the 
management of the foster care program.  DCBS has offices in every county of 
the Commonwealth. 
 
Department of Insurance (DOI) is the Department within the Public Protection 
Cabinet which regulates the Commonwealth's insurance market, licenses agents 
and other insurance professionals, monitors the financial condition of companies, 
educates consumers to make wise choices, and ensures that Kentuckians are 
treated fairly in the marketplace. 

Department for Medicaid Services (DMS) means the single state agency that 
submits to the Centers for Medicare and Medicaid Services (CMS) the state plan 
for the medical assistance program, and administers the program in accordance 
with the provisions of the state plan, the requirements of Title XIX of the Social 
Security Act, and all applicable Federal and state laws and regulations. 
 

Disenrollment means an action taken by the Department to remove a Member’s 
name from the HIPAA 834 following the Department’s receipt and approval of a 
request for Disenrollment or a determination that the Member is no longer eligible 
for Enrollment. 

Dual Eligible Member means a Member who is simultaneously eligible for 
Medicaid and Medicare benefits. 

 
Emergency Medical Condition is defined in 42 USC 1395dd (e) and 42 CFR 
438.114 and means: 
A. a medical condition manifesting itself by acute symptoms of sufficient 

severity (including severe pain) that a prudent layperson, who possesses 
an average knowledge of health and medicine, could reasonably expect 
that the absence of immediate medical attention to result in  
(1) placing the health of the individual (or with respect to a pregnant 

woman, the health of the woman or her unborn child) in serious 
jeopardy,  

(2) serious impairment of bodily functions, or  
(3) serious dysfunction of any bodily organ or part; or  

B. with respect to a pregnant woman having contractions:  
(1) that there is an inadequate time to effect a safe transfer to another 

hospital before delivery, or  
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(2) that transfer may pose a threat to the health or safety of the woman 
or the unborn child. 

 
Emergency Services or Emergency Care means covered inpatient and 
outpatient services that are as follows:  (1) furnished by a provider that is 
qualified to furnish these services; and (2) needed to evaluate or stabilize an 
emergency medical condition.  
 
Emergency Behavioral Health Disorder Services or Care means an emergent 
situation in which the member is in need of assessment and treatment in a safe 
and therapeutic setting, is a danger to himself or others, exhibits acute onset of 
psychosis, exhibits severe thought disorganization, or exhibits significant clinical 
deterioration in a chronic behavioral condition rendering the member 
unmanageable and unable to cooperate in treatment.   
 
Encounter means a service or item provided to a patient through the healthcare 
system that includes but are not limited to: 
A. Office visits; 
B. Surgical procedure;  
C. Radiology, including professional and/or technical components;  
D. Prescribed drugs including mental/behavioral drugs; 
E. DME; 
F. Transportation; 
G. Institutional stays;   
H. EPSDT screening;  or 
I. A service or item not directly provided by the Plan, but for which the Plan 

is financially responsible.  An example would include an emergency 
service provided by an out-of-network provider or facility. 

 
Encounter File means an electronically formatted record of multiple Encounters 
using data elements as established by the Department.  

Encounter Technical Workgroup means a workgroup composed of 
representatives from Contractor, the Department, the Fiscal Agent, and EQRO. 

Encounter Void means an accepted or Erred Encounter Record that has been 
removed from all Encounter Records. 

Enrollment means an action taken by the Department to add a Member’s name 
to the HIPAA 834 following approval by the Department of an eligible Member to 
be enrolled. 

EPSDT means Early and Periodic Screening, Diagnosis and Treatment Program. 

EPSDT Special Services means any necessary health care, diagnostic 
services, treatment, and other measure described in section 1905(a) of the 
Social Security Act to correct or ameliorate defects and physical and mental 
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illnesses, and conditions identified by EPSDT screening services, whether or not 
such services are covered under the State Medicaid Plan. 

EQRO means the external quality review organization, and its affiliates, with 
which the Commonwealth may contract as established under 42 CFR 438, 
Subpart E. 

Erred Encounter means an Encounter that has failed to satisfy one or more 
requirements for valid submission.  

Erred Encounter File means an Encounter File that is rejected by the 
Department because it has failed to satisfy the requirements for submission.   

Execution Date means the date upon which this Contract is executed by 
Finance, the Department, and the Contractor. 

Family Planning Services means counseling services, medical services, and 
pharmaceutical supplies and devices to aid those who decide to prevent or delay 
pregnancy. 

Fiscal Agent means the agent contracted by the Department to audit Provider 
Claims: process and audit Encounter data; and, to provide the Contractor with 
eligibility, provider, and processing files. 

Finance means the Commonwealth of Kentucky Finance and Administration 
Cabinet. 

Fraud means any act that constitutes fraud under applicable federal law or KRS 
205.8451-KRS 205.8483. 

Federally Qualified Health Center (FQHC) means a facility that meets the 
requirements of Social Security Act at 1905(l)(2). 

Foster Care means the DCBS program which provides temporary care for 
children placed in the custody of the Commonwealth who are waiting for 
permanent homes. 
 
FTE means full-time equivalent for an employee, based on forty (40) hours 
worked per week.  

Grievance means the definition established in 42 CFR 438.400. 

Grievance System means a comprehensive system that includes a grievance 
process, an appeal process, and access to the Commonwealth’s fair hearing 
system for Medicaid Members. 
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Health Care Effectiveness Data and Information Set (HEDIS™) means a 
national tool used to measure performance on important dimensions of care of 
services. 

Health Information means any health information provided and/or made 
available by the Department to a Trading Partner, and has the same meaning as 
the term “health information” as defined by 45 CFR Part 160.103.    

HHS means the United States Department for Health and Human Services.   

HHS Transaction Standard Regulation means 45 CFR, at Title 45, Parts 160 
and 162, as may be amended. 

HIPAA means the Health Insurance Portability and Accountability Act of 1996, 
and the implementing regulations (45 C.F. R. sections 142, 160, 162, and 164), 
all as may be amended.  

HIPAA 820 means a transaction file prepared by the Department that indicates 
Member’s cap payment. 

HIPAA 834 means a transaction file prepared by the Department that indicates 
all Members enrolled. 

HMO means a Health Maintenance Organization licensed in the Commonwealth 
pursuant to KRS 304.38, et seq. 

Homeless Person means one who lacks a fixed, regular or nighttime residence; 
is at risk of becoming homeless in a rural or urban area because the residence is 
not safe, decent, sanitary or secure; has a primary nighttime residence at a 
publicly or privately operated shelter designed to provide temporary living 
accommodations; has a primary nighttime residence at a public or private place 
not designed as regular sleeping accommodations; or is a person who does not 
have access to normal accommodations due to violence or the threat of violence 
from a cohabitant. 

Health Risk Assessment (HRA) means a screening tool used to collect 
information on a member’s health status that includes, but is not limited to 
member demographics, personal and family medical history, and lifestyle.  The 
assessment will be used to determine member’s needs for care management, 
disease management, behavioral health services and/or other health or 
community services. 

Individuals with Disabilities Education Act (IDEA) is a law ensuring services 
to children with disabilities. IDEA governs how states and public agencies 
provide early intervention, special education and related services to eligible 
infants, toddlers, children and youth with disabilities.  
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Individual Education Plan (IEP) means medically necessary services for an 
eligible child coordinated between the schools and the Contractor that 
complement school services and promote the highest level of function for the 
child.  
 
Individuals with Special Healthcare Needs (ISHCN) are Members who have or 
are at high risk for chronic physical, developmental, behavioral, neurological, or 
emotional condition and who may require a broad range of primary, specialized 
medical, behavioral health, and/or related services.  ISHCN may have an 
increased need for healthcare or related services due to their respective 
conditions.  The primary purpose of the definition is to identify these Members so 
the MCO can facilitate access to appropriate services.  

Insolvency means the inability of the Contractor to pay its obligations when they 
are due, or when its admitted assets do not exceed its liabilities.  “Liabilities,” for 
purposes of the definition of Insolvency, shall include, but not be limited to, 
claims payable required by the Kentucky Department of Insurance pursuant to 
Kentucky statutes, laws or regulations.  

Insurer is an insurer under Subtitle 3 of the Kentucky Insurance Code with a 
health line of authority 

I/T/U means (“I”) Indian Health Service, (“T”) Tribally operated facility/program, 
and (“U”) Urban Indian clinic. 

Kentucky Health Information Exchange (KHIE) means the secure electronic 
information infrastructure created by the Commonwealth for sharing health 
information among health care providers and organizations and offers health 
care providers the functionality to support meaningful use and a high level of 
patient-centered care. 

Legal Entity means any form of corporation, insurance company, Limited 
Liability Company, partnership, or other business entity recognized as being able 
to enter into contracts and bear risk under the laws of both the Commonwealth 
and the United States. 

Managed Care Organization (MCO) means an entity for which the 
Commonwealth has contracted to serve as a managed care organization as 
defined in 42 C.F.R. 438.2.   

Marketing means any activity conducted by or on behalf of the Contractor, in 
which information regarding the services offered by the Contractor is 
disseminated in order to educate eligible Members about Enrollment in and 
services of the Contractor.  

Medical Record means a single complete record that documents all of the 
treatment plans developed for, and medical services received by, the Member 
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including inpatient, outpatient, referral services and Emergency Care whether 
provided by Contractor’s Network or Out of Network Providers. 

Medically Necessary or Medical Necessity means Covered Services which are 
medically necessary as defined under 907 KAR 3:130, and provided in 
accordance with 42 CFR § 440.230, including children’s services pursuant to 42 
U.S.C. 1396d(r). 

Member means a Member who is an enrollee as defined in 42 CFR 438.10(a). 

Member Listing Report means the HIPAA 834 transaction file which indicates 
Contractor’s Members and any new, terminated and changed members and the 
HIPAA 820 transaction file which indicates the Capitation Payment for 
Contractor’s members, as reconciled against one another.  

MIS means Management Information System. 

Modified Adjusted Gross Income (MAGI) means the calculation under the ACA 
used to determine income eligibility for Medicaid based upon federal income tax 
rules which include family size and household income based on the tax filing unit.  
 
National Correct Coding Initiative (NCCI) means CMS developed coding 
policies based on coding conventions defined in the American Medical 
Association’s CPT manual, national and local policies and edits. 

Non-covered Services means health care services that the Contractor is not 
required to provide under the terms of this Contract. 

NPI means the national provider identifier, required under HIPAA. 

Office of Inspector General (OIG) is Kentucky's regulatory agency for licensing 
all health care agencies in the Commonwealth.  The OIG is responsible for the 
prevention, detection and investigation of Medicaid fraud, abuse, waste, and 
mismanagement.  

Office of Attorney General (OAG) The Attorney General is the chief law officer 
of the Commonwealth of Kentucky and all of its departments, commissions, 
agencies, and political subdivisions, and the legal adviser of all state officers, 
departments, commissions, and agencies. 

Out-of-Network Provider means any person or entity that has not entered into a 
participating provider agreement with Contractor or any of the Contractor’s 
subcontractors for the provision of Covered Services. 

Person-Centered Recovery Planning (PCRP) means a collaborative process 
resulting in a recovery oriented behavioral health treatment plan needed for 
maximum reduction of mental disability and restoration of a recipient to his/her 
best possible functional level.   
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Point-of-Sale (POS) means state-of-the-art, online and real-time rules-based 
Claims processing services with prospective drug utilization review including an 
accounts receivable process. 
 
Post Stabilization Services means Covered Services, related to an Emergency 
Medical Condition, that are provided after a Member is stabilized in order to 
maintain the stabilized condition, or under the circumstances described in 42 
CFR 438.114(e) to improve or resolve the Member’s condition. 

Presumptive eligibility means eligibility granted for Medicaid-covered services 
as specified in administrative regulation as a qualified individual based on an 
income screening performed by a qualified provider. 

Primary Care Provider (PCP) means a licensed or certified health care 
practitioner, including a doctor of medicine, doctor of osteopathy, advanced 
practice registered nurse, physician assistant, or health clinic, including an 
FQHC, primary care center, or RHC that functions within the scope of licensure 
or certification, has admitting privileges at a hospital or a formal referral 
agreement with a provider possessing admitting privileges, and agrees to provide 
twenty-four (24) hours a day, seven (7) days a week primary health care services 
to individuals, and for a Member who has a gynecological or obstetrical health 
care needs, disability or chronic illness, is a specialist who agrees to provide and 
arrange for all appropriate primary and preventive care.  

Prior Authorization means Contractor’s act of authorizing specific services 
before they are rendered.  

Program Integrity means the process of identifying and referring any suspected 
Fraud or Abuse activities or program vulnerabilities concerning the health care 
services to the Cabinet’s Office of the Inspector General. 

Protected Health Information (PHI) means individual patient demographic 
information, Claims data, insurance information, diagnosis information, and any 
other care or payment for health care that identifies the individual (or there is 
reasonable reason to believe could identify the individual), as defined by HIPAA. 

Provider means any person or entity under contract with the Contractor or its 
contractual agent that provides Covered Services to Members. 

Psychiatric Residential Treatment Facilities (PRTF) means a non-hospital 
facility that has a provider agreement with the Department to provide inpatient 
services to Medicaid-eligible individuals under the age of 21 who require 
treatment on a continuous basis as a result of a severe mental or psychiatric 
illness. The facility must be accredited by JCAHO or other accrediting 
organization with comparable standards recognized by the Commonwealth. 
PRTFs must also meet the requirements in §441.151 through 441.182 of the 
CFR. 
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QAPI means quality assessment and performance improvement. 

Quality Improvement (QI) means the process of assuring that Covered Services 
provided to Members are appropriate, timely, accessible, available, and 
Medically Necessary and the level of performance of key processes and 
outcomes of the healthcare delivery system are improved through the 
Contractor’s policies and procedures. 

Quality Management means the integrative process that links knowledge, 
structure and processes together throughout the Contractor’s organization to 
assess and improve quality. 

Rate Cell means covered eligibility categories segmented into sub-groups based 
on an analysis of similarities of the per capita costs, age, and gender of various 
populations.  

Rate Group means rate cell level information aggregated into eight larger but 
similarly characterized  groups including 1) Families and Children – Child, 2) 
Families and Children – Adult, 3) SSI without Medicare Adult, 4) SSI Child and  
5) Foster Care Child, 6) Dual Eligibles, 7) ACA MAGI Adults, and 8) ACA Former 
Foster Care Child. 

 
Rural Health Clinic (RHC) means an entity that meets all of the requirements for 
designation as a rural health clinic under 1861(aa)(1) of the Social Security Act 
and approved for participation in the Kentucky Medicaid Program. 

Service Location means any location at which a Member may obtain any 
Covered Services from the Contractor’s Network Provider. 

Serious Emotional Disorder (SED) means a child with a clinically significant 
disorder as described in KRS 200.503.  

Severe Mental Illness (SMI) means a major mental illness or disorder (but not a 
primary diagnosis of Alzheimer’s disease or dementia) as included in the current 
American Psychiatric Association Diagnostic and Statistical Manual of Mental 
Disorders (DSM), under: schizophrenia spectrum and other psychotic disorders; 
bipolar and related disorders; depressive disorders;  or post-traumatic stress 
disorders and has documented history indicating persistent disability and 
significant impairment in major areas of community living; and has clinically 
significant symptoms for at least two years or has been hospitalized for mental 
illness more than once within the two past years; and has significant impairment 
that impedes functioning in two  or more major areas of living and is unlikely to 
improve without treatment, services and/or supports. 

Service Authorization Request means a Member’s request for the provision of 
a service. 

Specialty Care means any service provided that is not provided by a PCP. 
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State means the Commonwealth of Kentucky. 
 
State Fair Hearing means the administrative hearing provided by the Cabinet 
pursuant to KRS Chapter 13B and contained in 907 KAR 17.010. 
 
Supplemental Security Income (SSI) is a program administered by the Social 
Security Administration (SSA) that pays benefits to disabled adults and children 
who have limited income and resources.    SSI benefits are also payable to 
people 65 and older without disability who meet the financial limits.    
 
Subcontract means any agreement entered into, directly or indirectly, by a 
Contractor to provide or arrange for the provision of Covered Services.  The term 
“Subcontract” does not include a policy of insurance or reinsurance purchased by 
a Contractor or a Subcontractor to limit its specific or aggregate loss with respect 
to Covered Services provided to Members hereunder provided the Contractor or 
its risk-assuming Subcontractor assumes some portion of the underwriting risk 
for providing health care services to Members. 

Subcontractor means any entity other than a Provider, Physician Health 
Organization, or Provider Network, with which Contractor has entered into a 
written agreement for the purpose of fulfilling a Contractor’s obligations under an 
MCO Contract.  

Symmetrical Risk Corridor means the same size corridors of risk sharing 
percentages above and below a target amount designed to limit exposure to 
unexpected expenses.  
 
Teaching hospital means a hospital providing the services of interns or 
residents-in-training under a teaching program approved by the appropriate 
approving body of the American Medical Association or, in the case of an 
osteopathic hospital, approved by the Committee on Hospitals of the Bureau of 
Professional Education of the American Osteopathic Association.  In the case of 
interns or residents-in-training in the field of dentistry in a general or osteopathic 
hospital, the teaching program shall have the approval of the Council on Dental 
Education of the American Dental Association.  In the case of interns or resident-
in-training in the field of podiatry in a general or osteopathic hospital, the teaching 
program shall have the approval of the Council on Podiatry Education of the 
American Podiatry Association. 

Third-Party Liability/Resource means any resource available to a Member for 
the payment of expenses associated with the provision of Covered Services, 
including but not limited to, Medicare, other health insurance coverage or 
amounts recovered as a result of settlement, dispute resolution, award or 
litigation.  Third Party Resources do not include amounts that are exempt under 
Title XIX of the Social Security Act. 
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Trading Partner means a provider or a health plan that transmits health 
information in electronic form in connection with a transaction covered by 45 CFR 
Parts 160 and 162, or a business associate authorized to submit health 
information on the Trading Partner’s behalf, as defined by HIPAA. 

Transaction means the exchange of information between two (2) parties to carry 
out financial or administrative activities related to health care as defined by 45 
CFR Part 160.103, as defined by HIPAA. 

Urgent Care means care for a condition not likely to cause death or lasting harm 
but for which treatment should not wait for a normally scheduled appointment. 

Women, Infants and Children (WIC) means a federally-funded health and 
nutrition program for women, infants, and children. 
 

2.0 Abbreviations and Acronyms 

ADA - American Dental Association 
AHRQ - Agency for Health Care Research and Quality 
AIDS - Acquired Immune Deficiency Syndrome 
APRN - Advanced Practice Registered Nurse 
A/R - Accounts Receivable 
BBA - Balanced Budget Act 
BH - Behavioral Health 
CAHPS - Consumer Assessment of Health Care Providers and Systems 
CAP - Corrective Action Plan 
CCD - Continuity of Care Document 
CFR - Code of Federal Regulations 
CHFS - Cabinet for Health and Family Services 
CMHC - Community Mental Health Center 
CMS - Centers for Medicare and Medicaid Services 
CMS-416 - Centers for Medicare and Medicaid Services-416 (form) 
CMS-1500 - Centers for Medicare and Medicaid Services-1500 (form) 
COB - Coordination of Benefits 
COPD - Chronic Obstructive Pulmonary Disease 
CPT - Current Procedural Terminology 
DIVERTS - Direct Intervention: Vital Early Responsive Treatment Systems  
DSH - Disproportionate Share Hospital 
DSM-V - Diagnostic and Statistical Manual of Mental Disorders, Fifth Edition 
EEO - Equal Employment Opportunity 
EHR – Electronic Health Records 
EQR - External Quality Review  
EQRO - External Quality Review Organization 
FQHC - Federally Qualified Health Center 
FTE - Full-time Equivalent 
HCPCS - Health Care Common Procedure Coding System 
HEDIS - Health Care Effectiveness Data and Information Set 
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HIPAA - Health Insurance Portability and Accountability Act 
HIV - Human Immunodeficiency Virus 
HRA - Health Risk Assessment 
HTTP - Hyper Text Transport Protocol or Hyper Text Transfer Protocol 
ICD-9-CM - International Classification of Diseases, Ninth Revision, Clinical 
Modification 
ICD-10-CM - International Classification of Diseases, Tenth Revision, Clinical 
Modification 
ICF-MR - Intermediate Care Facility for Mentally Retarded 
KAR - Kentucky Administrative Regulation 
KRS - Kentucky Revised Statute 
LPN - Licensed Practical Nurse 
MAGI – Modified Adjusted Gross Income 
MCO - Managed Care Organization 
MBHO - Managed Behavioral Healthcare Organization  
MMIS - Medicaid Management Information System 
NCCI – National Correct Coding Initiative 
NCPDP - National Council for Prescription Drug Programs 
NCQA - National Committee for Quality Assurance  
NDC - National Drug Code 
OSCAR – Online Survey Certification and Reporting  
PCP - Primary Care Provider 
PCRP - Person-Centered Recovery Planning 
POS – Point of Sale 
PRTF - Psychiatric Residential Treatment Facility 
QAPI - Quality Assessment and Performance Improvement 
RAC – Recovery Audit Contractor  
RFP - Request for Proposal 
RHC - Rural Health Clinic 
RN - Registered Nurse 
SOBRA - Sixth Omnibus Budget Reconciliation Act  
SSI - Supplemental Security Income 
TANF - Temporary Assistance for Needy Families 
TPL - Third Party Liability 
UB-92 - Universal Billing 1992 (form) 
UB-04 - Universal Billing 2004 (form) 
UM - Utilization Management 
URAC - Utilization Review Accreditation Commission 
USC - United States Code 
VPN - Virtual Private Network 
WIC - Women, Infants and Children 
WS-Security - Web Services-Security 
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3.0 Contractor Terms 

3.1 Contractor Representations and Warranties 

The Contractor represents and warrants that the following are true, accurate and 
complete statements of fact as of the Execution Date and that the Contractor 
shall take all actions and fulfill all obligations required so that the representations 
and warranties made in this Contract shall remain true, accurate and complete 
statements of fact throughout the term of the Contract. 

3.2 Organization and Valid Authorization 

Contractor is a Legal Entity duly organized, validly existing and in good standing 
under the laws of the Commonwealth, and is in full compliance with all material 
Commonwealth requirements and all material municipal, Commonwealth and 
federal tax obligations related to its organization as a Legal Entity.  The 
obligations and responsibilities set forth in this Contract have been duly 
authorized under the terms of the laws of the Commonwealth and the actions 
taken are consistent with the Articles of Incorporation and By-laws of Contractor.   

This Contract has been duly authorized and validly executed by individuals who 
have the legal capacity and authorization to bind the Contractor as set forth in 
this Contract.  Likewise, execution and delivery of all other documents relied 
upon by Finance and the Department in entering into this Contract have been 
duly authorized and validly executed by individuals who have the legal capacity 
and corporate authorization to represent the Contractor. 

3.3 Licensure of the Contractor  

Contractor has a valid license to operate as an HMO or insurer, issued by the 
DOI.  There are no outstanding unresolved material Appeals or Grievances filed 
against Contractor with DOI.  Contractor has timely filed all reports required by 
DOI and DOI has taken no adverse action against Contractor of which the 
Finance has not been notified. 

As an HMO or insurer under Subtitle 3 of the Kentucky Insurance Code with a 
health line of authority, and regardless of the non-applicability of any other 
provision of the Kentucky Insurance Code, pursuant to this Contract the 
Contractor agrees to be subject to a one percent (1%) assessment under the 
provisions of KRS 304.17B-021 or KRS 142.316, subject to the approval of CMS.  
The one percent (1%) assessment is a component of the Capitation Rates as 
contained in Appendix A “Capitation Payment Rates.”  In the event the 
assessment is increased, the increase shall be provided for in an amended 
Capitation Rate.  If CMS fails to approve this component of the rates, or if the 
assessment is otherwise deemed non-collectable, the capitation payment rates 
shall be adjusted to remove that component from the Capitation Rate.   
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3.4 Fiscal Solvency 

As of the Execution Date, Contractor’s statutory surplus is at or above the 
Regulatory Action Level as defined in the risk-based capital regulations 
applicable to designated HMO or insurer’s licenses in the Commonwealth.  The 
Contractor is not aware of any impending changes to its financial structure that 
could adversely impact its compliance with these requirements or its ability to pay 
its debts as they come due generally.  The Contractor has not filed for protection 
under any Commonwealth or federal bankruptcy laws.  None of the Contractor’s 
property, plant or equipment has been subject to foreclosure or repossession 
within the preceding ten-year period, and the Contractor has not had any debt 
called prior to expiration within the preceding ten-year period. 

3.5 Licensure of Providers 

Each of the Providers, including individuals and facilities, which will provide 
health care services in Contractor’s Network is validly licensed or, where 
required, certified to provide those services in the Commonwealth, including 
certification under CLIA, if applicable.  Each Provider in the Contractor’s Network 
has a valid Drug Enforcement Agency (“DEA”) registration number, if applicable.  
Each provider in the Contractor’s Network shall have a valid NPI and taxonomy, 
if applicable. 

3.6 Ownership or Controlling Interest/Fraud and Abuse 

Neither the Contractor nor any individual who has a controlling interest or who 
has a direct or indirect ownership interest of five (5) percent or more of the 
Contractor, nor any officer, director, agent or managing employee (i.e., general 
manager, business manager, administrator, director or like individual who 
exercises operational or managerial control over the Contractor or who directly or 
indirectly conducts the day-to-day operation of the Contractor) is an entity or 
individual (1) who has been convicted of any offense under Section 1128(a) of 
the Social Security Act (42 U.S.C. §1320a-7(a)) or of any offense related to fraud 
or obstruction of an investigation or a controlled substance described in Section 
1128(b)(1)-(3) of the Social Security Act (42 U.S.C. §1320a-7(b)(1)-(3)); or (2) 
against whom a civil monetary penalty has been assessed under Section 1128A 
or 1129 of the Social Security Act (42 U.S.C. §1320a-7a; 42 U.S.C. §1320a-8); or 
(3) who has been excluded from participation in a program under Title XVIII, 
1902(a)(39) and (41) of the Social Security Act, Section 4724 of the BBA or 
under a Commonwealth health care program. 

Contractor shall require by contract that neither any Provider of health care 
services in the Contractor’s Network, nor any individual who has a direct or 
indirect ownership or controlling interest of 5% or more of the Provider, nor any 
officer, director, agent or managing employee (i.e., general manager, business 
manager, administrator, director or like individual who exercises operational or 
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managerial control over the Provider or who directly or indirectly conducts the 
day-to-day operation of the Provider) is an entity or individual (1) who has been 
convicted of any offense under Section 1128(a) of the Social Security Act (42 
U.S.C. §1320a-7(a)) or of any offense related to fraud or obstruction of an 
investigation or a controlled substance described in Section 1128(b)(1)-(3) of the 
Social Security Act (42 U.S.C. §1320a-7(b)(1)-(3)); or (2) against whom a civil 
monetary penalty has been assessed under Section 1128A or 1129 of the Social 
Security Act (42 U.S.C. §1320a-7a; 42 U.S.C. §1320a-8); or (3) who has been 
excluded from participation in a program under Title XVIII, 1902(a)(39) and (41) 
of the Social Security Act, Section 4724 of the BBA or under a Commonwealth 
health care program. 

The Contractor shall certify its compliance with 42 CFR 438.610(a)(b) and have 
processes and/or procedures in place to ensure ongoing compliance throughout 
the life of the contract. 

3.7 Compliance with Federal Law 

A. The Contractor shall be prohibited from paying for an item or 
service (other than an emergency item or service, not including 
items or services furnished in an emergency room of a hospital): 
 
(1) Furnished by any individual or entity during any period when 

the individual or entity is excluded from participation under 
Title V, XVIII, or XX of the Social Security Act or sections 
1128, 1128A, 1156, or 1842(j)(2),[203] of the Social Security 
Act;  

(2) Furnished at the medical direction or on the prescription of a 
physician, during the period when such physician is 
excluded from participation under title V, XVIII, or XX or 
pursuant to section 1128, 1128A, 1156, or 1842(j)(2) of the 
Social Security Act and when the person furnishing such 
item or service knew, or had reason to know, of the 
exclusion (after a reasonable time period after reasonable 
notice has been furnished to the person);   

(3) Furnished by an individual or entity to whom the Department 
has failed to suspend payments during any period when 
there is a pending investigation of a credible allegation of 
fraud against the individual or entity, unless the Department 
determines there is good cause not to suspend such 
payments; 

(4) With respect to any amount expended for which funds may 
not be used under the Assisted Suicide Funding Restriction 
Act of 1997; 

(5) With respect to any amount expended for roads, bridges, 
stadiums, or any other item or service not covered under the 
Medicaid State Plan;  
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(6) For home health care services provided by an agency or 
organization, unless the agency provides the state with a 
surety bond as specified in Section 1861(o)(7) of the Social 
Security Act.  

 
B. The Capitation Payment provided by this Contract shall not be paid 

to the  Contractor if it could be excluded from participation in 
Medicare or Medicaid for any of the following reasons: 
 
(1) The Contractor is controlled by a sanctioned individual; 
(2) The Contractor  has a contractual relationship that provides 

for the administration, management or provision of medical 
services, or the establishment of policies, or the provision of 
operational support for the administration, management or 
provision of medical services, either directly or indirectly, 
with an individual convicted of certain crimes as described in 
section 1128(b)(8)(B) of the Social Security Act; 

(3) The Contractor employs or contracts, directly or indirectly, 
for the furnishing of health care, utilization review, medical 
social work, or administrative services, with one of the 
following: 

 
      a. Any individual or entity excluded from 
participation in Federal health care programs. 
      b.  Any entity that would provide those services 
through an excluded individual or entity. 

 
C.  The Contractor shall not: 
 

(1) Knowingly have a director, officer, or partner who is (or is 
affiliated with a person/entity that is) debarred, suspended, 
or excluded from participation in federal healthcare 
programs. 

(2) Knowingly have a person with ownership of more than 5% of 
the MCE’s equity who is (or is affiliated with a person/entity 
that is) debarred, suspended, or excluded from participation 
in federal healthcare programs. 

(3) Knowingly have an employment, consulting, or other 
agreement with an individual or entity for the provision of 
MCE contract items or services who is (or is affiliated with a 
person/entity that is) debarred, suspended, or excluded from 
participation in federal healthcare programs. 

(4) If the Department learns that the Contractor has a prohibited 
relationship with a person or entity who is debarred, 
suspended, or excluded from participation in federal 
healthcare programs, the Department shall notify CMS of the 
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noncompliance;. may continue this Contract unless CMS 
directs otherwise; shall not renew or extend this Contract 
unless CMS provides to the Department a written statement 
describing compelling reasons that exist for renewing or 
extending the agreement. 

 
D. The Contractor  shall report to the Department and, upon request, 

to the Secretary of HHS, the Inspector General of the HHS, and the 
U. S. Comptroller General a description of transactions between the 
Contractor  and a party in interest (as defined in section 1318(b) of 
such Social Security Act), including the following transactions: (i) 
Any sale or exchange, or leasing of any property between the 
Contractor  and such a party(ii) Any furnishing for consideration of 
goods, services (including management services), or facilities 
between the Contractor  and such a party, but not including salaries 
paid to employees for services provided in the normal course of 
their employment.(iii) Any lending of money or other extension of 
credit between the Contractor  and such a party. The Contractor 
shall make any reports of transactions between the Contractor and 
parties in interest that are provided to the Department, or other 
agencies available to Members upon reasonable request.   

 
E. The Contractor shall disclose to the Department any persons or 

corporations with an ownership or control interest in the Contractor  
that has direct, indirect, or combined direct/indirect ownership 
interest of 5% or more of the Contractor’s equity; owns 5% or more 
of any mortgage, deed of trust, note, or other obligation secured by 
the Contractor if that interest equals at least 5% of the value of the 
Contractor’s assets; is an officer or director of the Contractor 
organized as a corporation, or is a partner of the Contractor 
organized as a partnership. 

 
The disclosure shall contain: the name and address (The address 
for corporate entities must include as applicable primary business 
address, every business location, and P.O. Box address; date of 
birth and Social Security Number (in the case of an individual); 
other tax identification number (in the case of a corporation);  
whether the control interest in the Contractor or the Contractor’s 
subcontractor is related to another person with ownership or control 
interest in the Contractor as a spouse, parent, child, or sibling; the 
name of any other Medicaid provider or fiscal agent in which the 
person or corporation has an ownership or control interest and the 
name, address, date of birth, and Social Security Number of any 
managing employee of the Contractor. 
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3.8 Pending or Threatened Litigation 

All material threatened or pending litigation against the Contractor or its Affiliates 
has been disclosed in writing to Finance prior to the Execution Date.  For 
purposes of this section, litigation is material if a final finding of liability against 
the Contractor or its Affiliate(s), would create a substantial likelihood that the 
Contractor’s ability to perform its obligations under this Contract would be 
significantly impaired.  Any new material litigation filed against the Contractor or 
its Affiliates after the Execution Date will be disclosed in writing to Finance within 
ten (10) business days of receipt by the Contractor of notice new pending 
litigation.  For purposes of this Section the term “litigation” shall mean any formal 
judicial or administrative proceeding. 

4.0 Contractor Functions 

4.1 Performance Standards 

The Contractor shall perform or cause to be performed all of the Covered 
Services and shall develop, produce and deliver to the Department all of the 
statements, reports, data, accounting, Claims and documentation described and 
required by the provisions of this Contract, and the Department shall make 
payments to the Contractor on a capitated basis as described in this Contract.  
The Contractor acknowledges that failure to comply with the provisions of this 
Contract may result in Finance taking action pursuant to Sections 40.0 through 
40.13, “Remedies for Violation, Breach, or Non-Performance of Contract”.  
The Contractor shall meet the applicable terms and conditions imposed upon 
Medicaid managed care organizations as set forth in 42 United States Code 
Section 1396b(m), 42 CFR 438 et seq., 907 KAR Title 17, other related managed 
care regulations and the 1915 Waiver, as applicable. 

4.2 Administration and Management 

The Contractor shall be responsible for the administration and management of all 
aspects of the performance of all of the covenants, conditions and obligations 
imposed upon the Contractor pursuant to this Contract.  No delegation of 
responsibility, whether by Subcontract or otherwise, shall terminate or limit in any 
way the liability of the Contractor to the Department for the full performance of 
this Contract. 

The Contractor shall, directly or indirectly, maintain the staff and staff functions 
as specified in Section 9.2 “Administration/Staffing.”  The Contractor shall 
submit to the Department any material changes to the Contractor’s organization, 
and whenever requested by the Department, a current organizational chart 
depicting all staff functions, including but not limited to mandatory staff functions, 
the number of employees serving each function, and a description of the 
qualifications of each individual with key management responsibility for any 
mandatory function specified in Section 9.2 “Administration/Staffing.” 
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Contractor agrees that its administrative costs shall not exceed ten percent 
(10%) of the total Medicaid managed care contract cost.  Administrative costs are 
those costs consistent with DOI annual financial filings that are included in the 
line for “GAO” which is generally referred to as General, Administrative, and 
Overhead expenses.   

4.3 Delegations of Authority 

The Contractor shall oversee and remain accountable for any functions and 
responsibilities that it delegates to any Subcontractor. In addition to the provision 
set forth in Section 6.0 – 6.5 “Subcontracts,” Contractor agrees to the following 
provisions. 

A. There shall be a written agreement that specifies the delegated 
activities and reporting responsibilities of the Subcontractor and 
provides for revocation of the delegation or imposition of other 
sanctions if the Subcontractor’s performance is inadequate. 

B. Before any delegation, the Contractor shall evaluate the 
prospective Subcontractor’s ability to perform the activities to be 
delegated. 

C. The Contractor shall monitor the Subcontractor’s performance on 
an ongoing basis and subject the Subcontractor to a formal review 
at least once a year. 

D. If the Contractor identifies deficiencies or areas for improvement, 
the Contractor and the Subcontractor shall take corrective action. 

E. If the Contractor delegates selection of providers to another entity, 
the Contractor retains the right to approve, suspend, or terminate 
any provider selected by that Subcontractor. 

F. The Contractor shall assure that the Subcontractor is in compliance 
with the requirements in 42 CFR 438. 

 
4.4 Approval of Department 

Unless otherwise specified, where the Contractor is required to submit any 
materials, information, or documentation to the Department all such submissions 
will be deemed approved by the Department within (i) thirty (30) days for 
standard submissions or (ii) five (5) business days for expedited submissions, 
provided that the Department does not otherwise object or notify the Contractor 
within such time period.  
 
Written material submitted to the Department for review and approval shall be 
considered received for review beginning with the date that the Commissioner or 
a Deputy Commissioner of the Department acknowledge to the Contractor 
receipt of the submission.  Such acknowledgment may be demonstrated by 
evidence of a return receipt if sent via U.S. Mail, a delivery receipt if sent via e-
mail, or the signature of a Cabinet for Health and Family Services employee 
taking receipt of the submission in the case of hand-delivery, including overnight 
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mail or courier delivery. 
 
4.5 No Third Party Rights 

This Contract does not, nor is it intended to, create any rights, benefits or interest 
to any provider, PHO, provider network, subcontractor, delegated subcontractor, 
supplier, corporation, partnership or other organization of any kind. 
 

5.0 Contractor Conformance with Applicable Law, Policies and Procedures 

5.1 Department Policies and Procedures 

The Contractor shall comply with the applicable policies and procedures of the 
Department, specifically including without limitation the policies and procedures 
for MCO services, and all policies and procedures applicable to each category of 
Covered Services as required by the terms of this Contract.  In no instance may 
the limitations or exclusions imposed by the Contractor with respect to Covered 
Services be more stringent than those specified in the applicable Department’s 
policies and procedures without the approval of the Department. The Department 
shall provide reasonable prior written notice to Contractor of any material 
changes to its policies and procedures, or any changes to its policies and 
procedures that materially alter the terms of this Contract. 

5.2 Commonwealth and Federal Law 

At all times during the term of this Contract and in the performance of every 
aspect of this Contract, the Contractor shall strictly adhere to all applicable 
federal and Commonwealth law (statutory and case law), regulations and 
standards, in effect when this Contract is signed or which may come into effect 
during the term of this Contract, except where waivers of said laws, regulations 
or standards are granted by applicable federal or Commonwealth authority. In 
addition to the other laws specifically identified herein, Contractor agrees to 
comply with the Davis-Bacon Act and the Clean Air Act and Federal Water 
Pollution Control Act.  The Contractor agrees to comply with the terms of 45 CFR 
93 Appendix A, as applicable.   

Any change mandated by the Affordable Care Act which pertain to Managed 
Care Organizations (MCO) and/or Medicaid Services shall be implemented by 
the Contractor.  One such requirement listed in Section 2501 of PPACA pertains 
to the States collecting drug rebates for drugs covered under a MCO.  The 
Contractor shall create and transmit a file according to the Department 
specifications which will allow for the Department or its contractors to bill drug 
rebates to manufacturers.  The Contractor shall fully cooperate with Department 
and Department’s contractors to ensure file transmissions are complete, accurate 
and delivered by the Department’s specified deadlines.  In addition, the 
Contractor shall assist and provide detailed Claim information requested by the 
Department or Department contractors to support rebate dispute and resolution 
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activities. 
 

5.3 Nondiscrimination and Affirmative Action 

During the performance of this Contract, the Contractor agrees as follows: 

A. The Contractor shall not discriminate against any employee or 
applicant for employment because of race, religion, color, national 
origin, sex, sexual orientation, gender identity or age.  The 
Contractor further agrees to comply with the provision of the 
Americans with Disabilities Act of 1990 (Public Law 101- 336), 42 
USC 12101, and applicable federal regulations relating thereto 
prohibiting discrimination against otherwise qualified disabled 
individuals under any program or activity.  The Contractor agrees to 
provide, upon request, needed reasonable accommodations.  The 
Contractor will take affirmative action to ensure that applicants are 
employed and that employees are treated during employment 
without regard to their race, religion, color, national origin, sex, age 
or disability.  Such action shall include, but not be limited to the 
following: employment, upgrading, demotion or transfer; recruitment 
or recruitment advertising; layoff or termination; rates of pay or 
other forms of compensation; and selection for training, including 
apprenticeship.  The Contractor agrees to post in conspicuous 
places, available to employees and applicants for employment, 
notices setting forth the provisions of this nondiscrimination clause 
or its nondiscriminatory practices. 

B. The Contractor shall, in all solicitations or advertisements for 
employees placed by or on behalf of the Contractor; state that all 
qualified applicants will receive consideration for employment 
without regard to race, religion, color, national origin, sex, sexual 
orientation, gender identity, age or disability. 

C. The Contractor shall send to each labor union or representative of 
workers with which they have a collective bargaining agreement or 
other contract understanding, a notice advising the said labor union 
or workers’ representative of the Contractor’s commitments under 
this section, and shall post copies of the notice in conspicuous 
places available to employees and applicants for employment.  The 
Contractor will take such action with respect to any Subcontract or 
purchase order as Finance may direct as a means of enforcing 
such provisions, including sanctions for noncompliance. 

D. The Contractor shall comply with all applicable provisions and 
furnish all information and reports required by Executive Order No. 
11246 of September 24, 1965, as amended, and by the rules, 
regulations and orders of the Secretary of Labor, or pursuant 
thereto, and will permit access to their books, records and accounts 
by the administering agency and the Secretary of Labor for 
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purposes of investigation to ascertain compliance with such rules, 
regulations and orders. 

E. In the event of the Contractor’s noncompliance with the 
nondiscrimination clauses of this Contract or with any of the said 
rules, regulations or orders, this Contract may be canceled, 
terminated or suspended in whole or in part and the Contractor may 
be declared ineligible for further government contracts or federally-
assisted construction contracts in accordance with procedures 
authorized in Executive Order No. 11246 of September 24, 1965, 
as amended, and such other sanctions may be imposed and 
remedies invoked as provided in or as otherwise provided by law. 

F. The Contractor shall include the provision of paragraphs (1) 
through (7) of Section 202 of Executive Order No. 11246 in every 
Subcontract or purchase order unless exempted by rules, 
regulations or orders of the Secretary of Labor, issued pursuant to 
Section 204 of Executive Order No. 11246 of September 24, 1965, 
as amended, so that such provisions will be binding upon each 
subcontractor or vendor.  Monitoring of Subcontractor compliance 
with the provisions of this Contract on nondiscrimination shall be 
accomplished during regularly scheduled quality assurance audits.  
Any reports of alleged violations of the requirements of this section 
received by the Contractor, together with any suggested resolution 
of the alleged violation proposed by the Contractor in response to 
the report, shall be reported to Finance within five (5) business 
days.  Following consultation with the Contractor, Finance shall 
advise the Contractor of any further action it may deem appropriate 
in resolution of the violation. The Contractor will take such action 
with respect to any Subcontract or purchase order as the 
administering agency may direct as a means of enforcing such 
provisions including sanctions for noncompliance; provided, 
however, that in the event the Contractor becomes involved in, or is 
threatened with, litigation with a Subcontractor as a result of such 
direction by the agency, the Contractor may request the United 
States to enter or intervene into such litigation to protect the 
interests of the United States.  Contractor shall comply with Title IX 
of the Education Amendments of 1972 (regarding education 
programs and activities), if applicable. 

 
5.4 Employment Practices 

The Contractor agrees to comply with each of the following requirements and to 
include in any Subcontracts that any Subcontractor, supplier, or any other person 
or entity who receives compensation pursuant to performance of this Contract, a 
requirement to also comply with the following laws: 

A. Title VI of the Civil Rights Act of 1964 (Public Law 88-352); 
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B. Title IX of the Education Amendments of 1972 (regarding 
education, programs and activities); 

C. The Age Discrimination Act of 1975; 
D. The Rehabilitation Act of 1973; 
E. Rules and regulations prescribed by the United States Department 

of Labor in accordance with 41 C.F.R. Parts 60-741; and 
F. Regulations of the United States Department of Labor recited in 20 

C.F.R. Part 741, and Section 504 of the Federal Rehabilitation Act 
of 1973 (Public Law 93-112). 
 

5.5 Governance   

Contractor must have a governing body.  The governing body shall ensure 
adoption and implementation of written policies governing the operation of the 
Contractor’s plan.  The administrator or executive officer that oversees the day-
to-day conduct and operations of the Contractor shall be responsible to the 
governing body.  The governing body shall meet at least quarterly, and shall 
keep a permanent record of all proceedings available to the Cabinet, Finance, 
and/or CMS upon request.  The Contractor shall have written policies and 
procedures for governing body elections detailing, at a minimum, the following: 
how board members will be elected; the length of the term for board members; 
filling of vacancies; and notice to enrollees. 
 

5.6 Access to Premises  

The Contractor shall provide to the Department or the Department of Insurance ( 
DOI) computer access in the event the Department or DOI conducts an audit or 
other on-site visit.  The Contractor shall provide the Department and the DOI with 
log-in credentials in order to access Contractor’s claims and customer service 
systems on a read-only basis.  During the course of the on-site visit, the 
Contractor shall provide the Department or DOI access to a locked space and 
office security credentials for use during business hours.  All access under this 
Section shall comply with HIPAA’s minimum necessary standards and any other 
applicable Commonwealth or federal law.  
 
In addition, upon reasonable notice, the Contractor shall allow duly authorized 
agents or representatives of the Commonwealth or federal government or the 
independent external quality review organization required by Section 1902 
(a)(30)(c) of the Social Security Act, 42 U.S. Code Section 1396a(a)(30), access 
to the Contractor’s premises during normal business hours, and shall cause 
similar access or availability to the Contractor’s Subcontractors’ premises to 
inspect, audit, investigate, monitor or otherwise evaluate the performance of the 
Contractor and/or its Subcontractors.  The Contractor and/or Subcontractors 
shall forthwith produce all records, documents, or other data requested as part of 
such review, investigation, or audit.   
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In the event right of access is requested under this Section, the Contractor or 
Subcontractor shall provide and make available staff to assist in the audit or 
inspection effort, and provide adequate space on the premises to reasonably 
accommodate the Commonwealth, federal, or external quality review personnel 
conducting the audit, investigation, or inspection effort.  All inspections or audits 
shall be conducted in a manner as will not unduly interfere with the performance 
of the Contractor’s or Subcontractors’ activities.  The Contractor will be given 
twenty (20) business days to respond to any findings of an audit made by 
Finance, the Department or their agent before the findings are finalized.  The 
Contractor shall cooperate with Finance, the Department or their agent as 
necessary to resolve audit findings. All information obtained will be accorded 
confidential treatment as provided under applicable laws, rules and regulations.    

5.7 State Innovation Models  

The Commonwealth is participating in the CMS/CMMI State Innovation Model 
Design Award initiative, which involves partnering with health system 
stakeholders to develop a State Healthcare Innovation Plan (SHIP), linking care 
system transformation and payment reform to population health outcomes. The 
Contractor, and to the extent possible its provider network, shall participate in the 
planning process with the Department and shall explore the development of 
health care delivery and payment reform activities. These activities may include, 
but are not limited to, pay for performance programs, innovative provider 
reimbursement methodologies, risk sharing arrangements, and sub-capitation 
agreements.  
 

6.0 Subcontracts 

6.1 Subcontractor Indemnity 

Except as otherwise provided in this Contract, all Subcontracts between the 
Contractor and its Subcontractors for the provision of Covered Services, shall 
contain an agreement by the Subcontractor to indemnify, defend and hold 
harmless the Commonwealth, its officers, agents, and employees, and each and 
every Member from any liability whatsoever arising in connection with this 
Contract for the payment of any debt of or the fulfillment of any obligation of the 
Subcontractor.   

Each such Subcontractor shall further covenant and agree that in the event of a 
breach of the Subcontract by the Contractor, termination of the Subcontract, or 
insolvency of the Contractor, each Subcontractor shall provide all services and 
fulfill all of its obligations pursuant to the Subcontract for the remainder of any 
month for which the Department has made payments to the Contractor, and shall 
fulfill all of its obligations respecting the transfer of Members to other Providers, 
including record maintenance, access and reporting requirements all such 
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covenants, agreements, and obligations of which shall survive the termination of 
this  Contract and any Subcontract. 

6.2 Requirements  

The Contractor may, with the approval of the Department, enter into 
Subcontracts for the provision of various Covered Services to Members or other 
services that involve risk-sharing, medical management, or otherwise interact 
with a Member.  Such Subcontractors must be eligible for participation in the 
Medicaid program, as applicable.  Each such Subcontract and any amendment 
to such Subcontract shall be in writing, and in form and content approved by the 
Department.  The Contractor shall submit for review to the Department a 
template of each type of such Subcontract referenced herein. The Department 
may approve, approve with modification, or reject the templates if they do not 
satisfy the requirements of this Contract. In determining whether the Department 
will impose conditions or limitations on its approval of a Subcontract, the 
Department may consider such factors as it deems appropriate to protect the 
Commonwealth and Members, including but not limited to, the proposed 
Subcontractor’s past performance.  In the event the Department has not 
approved a Subcontract referenced herein prior to its scheduled effective date, 
Contractor agrees to execute said Subcontract contingent upon receiving the 
Department’s approval. No Subcontract shall in any way relieve the Contractor of 
any responsibility for the performance of its duties pursuant to this Contract.  The 
Contractor shall notify the Department in writing of the status of all 
Subcontractors on a quarterly basis and of the termination of any approved 
Subcontractors within ten (10) days following termination.  All approvals required 
by this section are subject to Section 4.4 “Approval of Department.” 

The Department’s subcontract review shall assure that all Subcontracts:  

A. Identify the population covered by the Subcontract; 
B. Specify the amount, duration and scope of services to be provided 

by the Subcontractor; 
C. Specify procedures and criteria for extension, renegotiation and 

termination; 
D. Specify that Subcontractors use only Medicaid enrolled providers in 

accordance with this Contract; 
E. Make full disclosure of the method of compensation or other 

consideration to be received from the Contractor; 
F. Provide for monitoring by the Contractor of the quality of services 

rendered to Members, in accordance with the terms of this 
Contract; 

G. Contain no provision that provides incentives, monetary or 
otherwise, for the withholding from Members of Medically 
Necessary Covered Services; 

H. Contain a prohibition on assignment, or on any further 
subcontracting, without the prior written consent of the Department; 
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I. Contain an explicit provision that the Commonwealth is the 
intended third-party beneficiary of the Subcontract and, as such, 
the Commonwealth is entitled to all remedies entitled to third-party 
beneficiaries under law; 

J. Specify that Subcontractor where applicable, agrees to timely 
submit Encounter Records in the format specified by the 
Department so that the Contractor can meet the specifications 
required by this Contract; 

K. Incorporate all provisions of this Contract to the fullest extent 
applicable to the service or activity delegated pursuant to the 
Subcontract, including without limitation, the obligation to comply 
with all applicable federal and Commonwealth law and regulations, 
including but not limited to, KRS 205.8451-8483, all rules, policies 
and procedures of Finance and the Department, and all standards 
governing the provision of Covered Services and information to 
Members, all QAPI requirements, all record keeping and reporting 
requirements, all obligations to maintain the confidentiality of 
information, all rights of Finance, the Department, the Office of the 
Inspector General, the Attorney General, Auditor of Public Accounts 
and other authorized federal and Commonwealth agents to inspect, 
investigate, monitor and audit operations, all indemnification and 
insurance requirements, and all obligations upon termination; 

L. Provide for Contractor to monitor the Subcontractor’s performance 
on an ongoing basis, including those with accreditation: the 
frequency and method of reporting to the Contractor; the process 
by which the Contractor evaluates the Subcontractor’s 
performance; and subjecting it to formal review according to a 
periodic schedule consistent with industry standards, but no less 
than annually;  

M. A Subcontractor with NCQA/URAC or other national accreditation 
shall provide the Contractor with a copy of its’ current certificate of 
accreditation together with a copy of the survey report;  

N. Provide a process for the Subcontractor to identify deficiencies or 
areas of improvement, and any necessary corrective action;  

O. The remedies up to, and including, revocation of the Subcontract 
available to the Contractor if the Subcontractor does not fulfill its 
obligations; 

P. Contain provisions that suspected fraud and abuse be reported to 
the contractor. 

 
The requirements of this section would be applicable to Subcontractors 
characterized as Risk Arrangements. 
The requirements of this section shall not apply to Subcontracts for 
administrative services or other vendor contracts that do not provide Covered 
Services to Members. 
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6.3 Disclosure of Subcontractors 

The Contractor shall inform the Department of any Subcontractor providing 
Covered Services which engages another Subcontractor in any transaction or 
series of transactions, in performance of any term of this Contract, which in one 
fiscal year exceeds the lesser of $25,000 or five percent (5%) of the 
Subcontractor’s operating expense. 

6.4 Remedies 

Finance shall have the right to invoke against any Subcontractor any remedy set 
forth in this Contract, including the right to require the termination of any 
Subcontract, for each and every reason for which it may invoke such a remedy 
against the Contractor or require the termination of this Contract. 

6.5 Capitation Agreements 

The Contractor shall notify the Department of any “capitation” agreement with 
Subcontractors or Providers that includes the assumption of risk by the 
Subcontractor or Provider.  The notification shall include the name of the entity, 
the scope of the risk, the contracting amount, and how the entity in turn pays its 
Subcontractors or Providers for providing Covered Services.  Contractor shall 
submit monthly reports of Capitation payments made to Subcontractors, such as 
a vision or pharmacy benefit manager or Providers such as Primary Care 
Physicians.  The Contractor shall mark records it considers proprietary as such 
and agrees to defend such classification in the event an Open Records request is 
made concerning the proprietary record.  

7.0 Contract Term 

7.1 Term 

The term of the Contract shall be for the period July 1, 2015 through June 30, 
2016.  This Contract may be renewed for four (4) additional one (1) year period 
upon the mutual agreement of the Parties.  Such mutual agreement shall take 
the form of an addendum to the Contract under Section 41.3 “Amendments.”  
Contractor shall give notice to the Commonwealth at least ninety (90) days 
before the end of any annual term if the Contractor does not intend to renew the 
Contract. The Department shall use its best efforts to provide rates for renewal 
terms at least one hundred and twenty (120) days prior to the expiration of the 
current term, unless the Department elects not to renew the Contract hereunder.  

The Commonwealth reserves the right not to exercise any or all renewal options.  
The Commonwealth reserves the right to extend the Contract for a period less 
than the length of the above-referenced renewal period if such an extension is 
determined by Finance and the Department to be in the best interest of the 
Commonwealth and agreed to by the Contractor. 
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The Commonwealth reserves the right to renegotiate any terms and/or conditions 
as may be necessary to meet requirements for the renewal period.  In the event 
proposed terms or conditions cannot be agreed upon, subject to the notices 
above, either party shall have the right to withdraw without prejudice from 
exercising the option for a renewal.    

7.2 Effective Date 

This Contract is not effective and binding until approved by the Secretary of the 
Finance and Administration Cabinet. Payment under this Contract is contingent 
upon approval by CMS of the Waiver Amendment, State Plan Amendment and 
this Contract.  

7.3 Social Security 

The parties are cognizant that the Commonwealth is not liable for Social Security 
contributions pursuant to 42 U.S. Code Section 418, relative to the compensation 
of the Contractor for this Contract. 

7.4 Contractor Attestation 

The Chief Executive Officer (CEO), the Chief Financial Officer (CFO) or 
Designee must attest to the best of their knowledge to the truthfulness, accuracy, 
and completeness of all data submitted to the Department at the time of 
submission.  This includes encounter data or any other data in which the 
contractor paid Claims.   
 

8.0 Readiness Review  

8.1 Prerequisite to Enrolling Members 

The Department reserves the right to conduct an on-or-off-site readiness review 
prior to the enrollment of Medicaid Members with the Contractor.  The purpose of 
the review is to provide the Department with assurances the Contractor is able 
and prepared to perform all administrative functions and to provide high-quality 
services to enrolled Members. Specifically, the review will assess the 
Contractor’s ability to meet the requirements set forth in the Contract and federal 
requirements outlined in 42 CFR 438 and shall include at a minimum: 

 
A. A review of the Contractor’s ability to provide services to Medicaid 

Members; 
B. A review of an adequate statewide network of providers; 
C. A review of the Contractor’s QI/UM function capability; 
D. A review of the Contractor’s ability to provide adequate, accessible 

PCP and Specialty Providers; 
E. A review of the Contractor’s technical capacity to process 

claims and pay providers and respond to Member’s needs and 
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send/receive files as required by the Department; and 
F. A review of the Contractor’s ability to process complaints, 

grievances and appeals. 
 

 
The readiness review activities will be conducted by a team appointed by the 
Department and may include contract staff.   

 
A Contractor’s failure to pass the readiness review within ninety (90) days of the 
execution of a Contract may be in default and may result in Contract termination 
pursuant to Section 40.7 “Termination for Default.”   
 
The Department will provide the Contractor with a summary of the findings as 
well as the areas requiring remedial attention.  
 

8.2 Currently Credentialed Providers 

A Provider currently credentialed by the Department shall be deemed 
credentialed for purposes of satisfying the Contractor’s requirement under this 
Contract to credential Providers until October 1, 2015 or when the Provider’s 
credential expires, whichever comes first.      

 
9.0 Organization and Collaboration  

9.1 Office in the Commonwealth 

The Contractor shall have an office located within eighty (80) miles of Frankfort, 
Kentucky within Kentucky within thirty (30) days of contract execution.  Such 
office shall, at a minimum, provide for the following staff functions: 

 
A. Executive Director for the Kentucky account 
B. Member Services for Grievances and Appeals 
C. Provider Services for Provider Relations and Enrollment 

 
Other functions required to be available may be located outside of an eighty (80) 
mile radius of Frankfort, Kentucky. 
 
The Contractor may subcontract for any functions; however, the above functions, 
if subcontracted, shall be approved by the Department and shall be carried out 
within an eighty (80) mile radius of Frankfort, Kentucky within Kentucky. All 
Subcontractors shall meet appropriate licensing and contract requirements 
specified in applicable State and Federal laws and regulations.   
 

9.2 Administration/Staffing 

The Contractor shall provide the functions and positions that shall be staffed by a 
sufficient number of qualified individuals to adequately provide for the 
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Contractor’s enrollment or projected enrollment.  Responsibility for the functions 
or staff positions may be combined or divided among departments, individuals, or 
subcontractors. The Executive Management, which shall be capable and 
responsible for oversight of all operations of the Contractor. 

 
A. A Medical Director, who shall be a physician licensed to practice in 

Kentucky. The Medical Director shall be actively involved in all 
major health programs of the Contractor.  The Medical director shall 
also be responsible for treatment policies, protocols, Quality 
Improvement activities and Utilization Management decisions and 
devote sufficient time to ensuring timely medical decisions.  The 
Medical Director shall also be available for after-hours consultation, 
if needed. 

B. A Dental Director licensed to practice dentistry in Kentucky. The 
Dental Director shall be actively involved in all oral health programs 
of the Contractor and devote sufficient time to ensuring timely oral 
health decisions.  The Dental Director shall also be available for 
after-hours consultation, if needed. 

C. A Finance Officer, who shall oversee the budget and accounting 
systems implemented by the Contractor. 

D. A Member Services function, which coordinates all communications 
with Members and acts as an advocate for Members. This function 
shall include sufficient Member Services staff to respond in a timely 
manner to Members seeking prompt resolution of problems or 
inquiries. 

E. A Provider Services function, which coordinates all communications 
with Contractor Providers and Subcontractors.  This function shall 
include sufficient Provider Services staff to respond in a timely 
manner to Providers seeking prompt resolution of problems or 
inquiries. 

F. A Quality Improvement Director, who shall be responsible for the 
operation of the Contractor’s Quality Improvement Program and 
any subcontractors of the Contractor. 

G. A Behavioral Health Director, who shall be a behavioral health 
practitioner and actively involved in all programs or initiatives 
relating to behavioral health.  The Behavioral Health Director shall 
also coordinate efforts to provide behavioral health services by the 
Contractor or any behavioral health subcontractors. 

H. A Case Management Coordinator, who shall be responsible for 
coordination and oversight of case management services and 
continuity of care for Contractor Members. 

I. An Early and Periodic Screening, Diagnosis, and Treatment 
(EPSDT) Coordinator, who shall coordinate and arrange for the 
provision of EPSDT services and EPSDT special services for 
Members. 

J. A Foster Care and Subsidized Adoption Liaison, who shall serve as 
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the Contractor's primary liaison for meeting the needs of Members 
who are children in foster care and subsidized adoptive children. 

K. A Guardianship Liaison, who shall serve as the Contractor's 
primary liaison for meeting the needs of Members who are adult 
guardianship clients. 

L. A Management Information System Director, who shall oversee, 
manage and maintain the Contractor management information 
system (MIS). 

M. A Claims Processing function, which shall ensure the timely and 
accurate processing of claims, including original claims, corrected 
claims, and re-submissions, and the overall adjudication of claims, 
including the timely and accurate submission of Encounter data.  

N. A Program Integrity Coordinator, who shall coordinate, manage, 
and oversee the Contractor’s Program Integrity unit to reduce fraud 
and abuse of Medicaid services. 

O. A Pharmacy Director, who shall coordinate, manage and oversee 
the provision of pharmacy services to Members. 

P. A Compliance Director, who shall maintain current knowledge of 
Federal and State legislation, legislative initiatives, and regulations 
relating to Contractors, and oversee the Contractor’s compliance 
with the laws and requirements of the Department.  The 
Compliance Director shall also serve as the primary contact for and 
facilitate communications between Contractor leadership and the 
Department relating to Contract compliance issues.  The 
Compliance Director shall also oversee Contractor implementation 
of and evaluate any actions required to correct a deficiency or 
address noncompliance with Contract requirements as identified by 
the Department. 

 
The Contractor shall submit to the Department on annual basis and upon request 
by the Department, a current organizational chart depicting all functions including 
mandatory functions, number of employees in each functional department and 
key managers responsible for the functions.  The Contractor shall notify the 
Department in writing of any change of Executive Director, Finance Director, 
Medical Director, Pharmacy Director, Dental Director, Behavioral Health Director, 
Compliance Director or Quality Improvement Director within ten (10) business 
days.  The Commonwealth reserves the right to approve or disapprove all key 
personnel (initial or replacement) prior to their assignment with the Contractor.  
The Contractor shall ensure that all staff, Providers and Subcontractors have 
appropriate training, education, experience, liability coverage and orientation to 
fulfill the requirements of their positions.  

Contractor shall provide notice to the Department of any changes relating to the 
personnel of its management staff, including a change in duties or time 
commitments.  Contractor shall assure the adequacy of its administrator’s 
staffing to properly service the needs of Contractor if changes are proposed in 
the personnel, duties or time commitments of administrator’s staff from those in 
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place on the Effective Date of each Contract.  Contractor shall provide those 
assurances to the Department before permitting its administrator to implement 
such changes. 

9.3 Monthly Meetings 

The Contractor’s Pharmacy Director, Medical Director, and Behavioral Health 
Director, or their designees, shall meet in separate monthly meetings with the 
Department and with the other Managed Care Organizations’ like personnel to 
discuss issues for the efficient and economical delivery of quality services to the 
Members.  Contractor shall not be required to discuss or provide proprietary, 
confidential, or other competitively sensitive information.  Such meetings shall be 
conducted in compliance with applicable federal antitrust laws.   
 

10.0 Capitation Payment Information 

10.1 Monthly Payment 

On or before the eighth (8th) day of each month during the term of this Contract, 
the Department shall remit to the Contractor the Capitation Payment specified in 
Appendix A “Capitation Payment Rates” (subject to approval of the rates 
by CMS)for each Member determined to be enrolled for the upcoming month.    
The Contractor shall reconcile the capitation payment against the HIPAA 820.  
The Contractor shall receive a full month’s capitation payment for the month in 
which enrollment occurs except for a Member enrolled based on a determination 
of eligibility due to being unemployed in accordance with 45 CFR 233.100.  The 
monthly capitation payment for such a member shall be pro-rated from the date 
of eligibility based on unemployment. The Commonwealth’s payment shall 
conform to KRS 45A.245.  

The Department reserves the right, if needed, to delay the monthly payment due 
on or before June 8 to on or before July 8. If such delay is contemplated, the 
Department shall give notice of such intent forty-five (45) days before June 8. 
Whether or not the Department exercises its right to delay the June Capitation 
Payment, the payment of all other monthly Capitation Payments shall be made 
on or before the eighth day of the month in which it is due.  

10.2 Payment in Full 

The Contractor shall accept the Capitation Payment and any adjustments made 
pursuant to Section 11.2 “Rate Adjustments” of this Contract from the 
Department as payment in full for all services to be provided pursuant to this 
Contract and all administrative costs associated with performance of this 
Contract.  Members shall be entitled to receive all Covered Services for the entire 
period for which the Department has made payment.  Any and all costs incurred 
by the Contractor in excess of the Capitation Payment will be borne in full by the 
Contractor.  Interest generated through investment of funds paid to the 
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Contractor pursuant to this Contract shall be the property of the Contractor to use 
for eligible expenditures under this Contract.  The Contractor and Department 
acknowledge that contracts for Medicaid capitated rates and services are subject 
to approval by CMS. 

Contractor may pursue any unpaid Capitation Payment thirty (30) business days 
after when due from the Commonwealth in accordance with KRS 45A.245. 

10.3 Payment Adjustments 

Monthly Capitation Payments will be adjusted to reflect corrections to the 
Member Listing Report, provided corrections are received within forty-five days 
(45) of receipt of the Member Listing Report. Payments will be adjusted to reflect 
the automatic enrollment of eligible newborn infants.  Claims for payment 
adjustments shall be deemed to have been waived by the Contractor if a 
payment request is not submitted in writing within twelve (12) months following 
the month for which an adjustment is requested.  Waiver of a claim for payment 
shall not release the Contractor of its obligations to provide Covered Services 
pursuant to the Contract.  

In the event that a Member is eligible and enrolled, but does not appear on the 
Member Listing Report, the Contractor may submit a payment adjustment 
request.  Each request must contain the following Member information:  

A. Name (last, first, middle initial) and Medicaid identification number; 
B. Current address; 
C. Age and aid category; and 
D. Month for which payment is being requested. 

 
In the event that a Member does not appear on the Member Listing Report, but 
the Department has paid the Contractor for a Member, the Department may 
request and obtain a refund of, or it may recoup from subsequent payments, any 
payment previously made to the Contractor for which the Contractor has not 
provided Covered Services to the Member or otherwise made payments on 
behalf of the Member. 
 
In the event a Member appears on the Member Listing Report but is determined 
to be ineligible, the Department may request and obtain a refund of, or it may 
recoup from subsequent payments, any payment previously made to the 
Contractor within the previous twelve (12) months.  In such instances, for each 
Member that is determined to be ineligible, the Contractor may recover payment 
from any Provider who rendered services to Member during the period of 
ineligibility.  The entity to which the Member is retroactively added will assume 
responsibility for payment of any services provided to Members during the period 
of adjusted eligibility. 

 



37 
 

For cases involving member ineligibility due to fraud, waste and abuse, the 
Department will only recoup the capitation amount and the Contractor shall 
establish procedures pursuant to Section 10.4 “Contractor Recoupment from 
Member for Fraud, Waste and Abuse” to recover paid Claims.  Any adjustment 
by the Department hereunder for retroactive disenrollments of Enrollees shall not 
exceed twelve (12) months from the effective date of disenrollment.  

 
10.4 Contractor Recoupment from Member for Fraud, Waste and Abuse 

If permitted by state and federal law, the Contractor shall request a refund from 
the Member for all paid Claims in the event the Department has established that 
the Member was not eligible to be a Member through an administrative 
determination or adjudication of fraud.  The Contractor shall, upon receipt of a 
completed OIG investigation of a Contractor’s Member that calls for 
administrative recoupment, send a request letter to member seeking voluntary 
repayment of all Fee-For-Service Claims paid by contractor on behalf of member 
during time period member was found to be ineligible to receive services.  The 
request letter should include the following as provided by the Department: the 
reason for the member’s ineligibility, time period of ineligibility, and amount paid 
during the period of ineligibility.  The Contractor shall report, on a monthly basis, 
to the Commonwealth any monies collected from administrative request letters 
during the previous month and provide a listing of all administrative request 
letters sent to Members(s) during the previous month.  The Contractor is only 
required to mail the initial letter to the Member requesting repayment of funds 
and accept repayment on behalf of the Department.  The contractor is not 
required to address any due process issues should those arise.  The Contractor 
shall work with Department’s agent to obtain monies collected through court 
ordered payments.  Any outstanding payments not collected within six (6) months 
shall be subject to be collected by the Commonwealth and shall be maintained 
by the Commonwealth. The foregoing provisions shall be construed to require 
Contractor’s reasonable cooperation with the Commonwealth in its efforts to 
recover payments made on behalf of ineligible persons, and shall not create any 
liability on the part of the Contractor to reimburse amounts paid due to fraud that 
the Contractor has been unable to recover. 

11.0 Rate Component 

11.1 Calculation of Rates 

The Capitation Rate has been established in accordance with 42 CFR 438. The 
Capitation Rates are attached as Appendix A. “Capitation Payment Rates” and 
shall be deemed incorporated into this Contract and shall be binding to the 
Contractor and the Department, subject to CMS’ approval.  If CMS fails to 
approve a component of the rates, the capitation payment rates shall be adjusted 
to reflect that disapproval.  
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11.2 Rate Adjustments 

Prospective adjustments to the rates may be required if there are mandated 
changes in Medicaid services as a result of legislative, executive, regulatory, or 
judicial action. Changes mandated by state or federal legislation, or executive, 
regulatory or judicial mandates, will take effect on the dates specified in the 
legislation or mandate.  In the event of such changes, any rate adjustments shall 
be made through the Contract amendment process.   

11.3 Health Insurers’ Premium Fee under the ACA 

The health insurers’ premium fee under the ACA is due in September for the 
preceding calendar year premiums each year unless otherwise modified. If the 
Contractor is or will be subject to the health insurer’s premium fee for the 
Capitation Payments being made under this or a previously existing Managed 
Care Contract with the Commonwealth, the Commonwealth shall compensate 
the Contractor for that fee and for any federal taxes resulting from such 
compensation.  To facilitate this payment, the Contractor shall provide the 
Department with the Insurer’s Premium Fee assessment received from the 
Federal Government and the pro rata portion attributed to the Contractor’s 
Capitation Payments under its Contract(s) for the preceding calendar year if 
available.  In addition the Contractor shall provide a certified statement from its 
Chief Financial Officer as to the effective Federal Tax Rate paid for the past five 
tax periods.  These shall be submitted to the Department no later than 
September 1 of each year that the Insurer’s premium fee is imposed.  Beginning 
July 1, 2015, using the prior year’s assessment as an estimate, the Capitation 
Payment shall be adjusted to compensate Contractor for the 2015 assessment. 
This rate shall be adjusted each month based upon the Contractor’s Membership 
changes and shall be reconciled at the end of the period. This payment method 
is contingent upon receipt of federal financial participation for the payment and 
CMS approval. 
 

11.4 Risk Corridor Payment Adjustment 

A Risk Corridor Payment Adjustment is a risk sharing provision required by CMS 
and designed to limit exposure of CMS and the Contractor to unexpected 
expenses for ACA Expansion Members during the period that the Federal 
Medicaid Assistance Percentage (FMAP) is one hundred percent. CMS and the 
Contractor share the profits or losses resulting from expenses for the ACA 
population within defined symmetrical risk corridors around a target amount in 
the first two years of this Contract. The total annual capitation payment made to 
the Contractor for ACA Expansion Members and their associated healthcare 
costs shall be evaluated against a designated risk corridor to determine whether 
a Risk Corridor Payment Adjustment is warranted.  A Symmetrical Risk Corridor 
shall be established around a target Medical Loss Ratio, as defined in Appendix 
B “Medical Loss Ratio Calculation,” of eighty-seven (87) percent of total 
capitation paid by the Department on behalf of ACA Expansion members for 
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each Calendar Year.  A range of plus or minus five (5) percent, for which no 
premium adjustment shall be made, will be established around the Medical Loss 
Ratio target.  If the Contractor has a Medical Loss Ratio outside of the target 
range it shall be subject to an adjustment to total ACA Expansion Members 
capitation payments for the Calendar Year.  The adjustment will be computed as 
eighty (80) percent of the difference between the actual countable ACA 
Expansion Members medical expenses of the Contractor and the dollar amount 
corresponding to the upper or lower risk corridor boundary. Total Medical 
expenses below the lower risk corridor boundary of eighty-two (82) percent will 
result in a premium refund from the Contractor to the Department.  Total Medical 
expenses above the upper risk corridor boundary of ninety-two (92) percent will 
result in an additional premium payment from the Department to the Contractor. 

 
The first period of operation subject to this adjustment shall be Calendar Year 
2014 and adjustments will continue annually through the contract coverage 
period.  The preliminary Risk Corridor Payment Adjustment process will begin 18 
months after the start of each Calendar year.  The Final Risk Corridor Payment 
Adjustment process will begin 24 months after the start of each Calendar Year.  If 
the contract with the Contractor is not renewed at any time on the July 1st annual 
contract renewal date, the risk corridor process will be unchanged except that the 
Medical Loss Ratio and Annual Statement will reflect an appropriately reduced 
number of months of experience instead of the full 12 months. 
 
As part of the preliminary and final financial reconciliation process described 
above, the Contractor will be required to prepare supplemental financial 
schedules to reconcile Medical Expenses reported on the Annual Statement 
required by the Kentucky Department of Insurance to medical expenses reported 
to the Department and additional financial schedules describing how reported 
expenses were directly attributed or allocated to the ACA Expansion population.  
These schedules, and any other information the Contractor wants to submit for 
consideration, will be due to the Department 30 calendar days after the end of 
the 18 month and 24 month periods described above.  The Department will then 
determine, within 30 days, if any adjustment is to be paid out or collected.  The 
Contractor will then have 30 days to review the Department’s findings and remit, 
if applicable, payment to the Department or receive, if applicable, payment from 
the Department.  Items for reconciliation, including non-claim specific items, are 
further described in Appendix B “Medical Loss Ratio Calculation.” The 
Annual Statement and supplemental schedules will be audited by an 
independent accounting firm contracted by the Department.  The Contractor shall 
cooperate with the accounting firm by supplying all clarifications and answers to 
inquiries requested in an expedient manner.   
 

11.5 Medical Loss Ratio Adjustment 

The total annual capitation payment made to the Contractor for Non-ACA 
Expansion Members and their associated healthcare costs shall be evaluated 
against an eighty-five (85) percent Minimum Medical Loss Ratio Requirement to 
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determine whether a Payment Adjustment is warranted.    If the Contractor has a 
Medical Loss Ratio of less than 85 percent (determined pursuant to Appendix B 
“Medical Loss Ratio Calculation,”) the Contractor shall submit a premium 
refund to the Commonwealth.  The adjustment will be computed as eighty (80) 
percent of the difference between the actual countable Non-ACA Expansion 
Medical Expenses of the Contractor and the 85% MLR requirement. As of 
January 1, 2017, the ACA Expansion Member Medical Expenses not subject to 
Federal Medicaid Assistance Percentage (FMAP) at one hundred percent shall 
be included in the Medical Loss Ratio Calculation. 
 
The first period of operation subject to this adjustment shall be State Fiscal Year 
2016 and adjustments will continue annually on a State Fiscal Year basis.   The 
adjustment process will begin 24 months after the start of each State Fiscal Year.  
If the contract with the Contractor is not renewed at any time on the July 1st 
annual contract renewal date, the risk corridor process will be unchanged except 
that the Medical Loss Ratio and Annual Statement will reflect an appropriately 
reduced number of months of experience instead of the full 12 months. 
 
As part of the financial reconciliation process described above, the Contractor will 
be required to prepare supplemental financial schedules to reconcile Medical 
Expenses reported on the Annual Statement required by the Kentucky 
Department of Insurance to medical expenses reported to the Department and 
additional financial schedules describing how reported expenses were directly 
attributed or allocated to the Non-ACA population.  These schedules, and any 
other information the Contractor wants to submit for consideration, will be due to 
the Commonwealth 30 calendar days after the end of the 24 month periods 
described above.  The Commonwealth will then determine, within 30 days, if any 
adjustment is to be collected.  The Contractor will then have 30 days to review 
the Commonwealth’s findings and remit payment to the Commonwealth.  Items 
for reconciliation, including non-claim specific items, are further described in 
Appendix B “Medical Loss Ratio Calculation” of this contract. The Annual 
Statement and supplemental schedules will by audited by an independent 
accounting firm contracted by the Commonwealth.  The Contractor shall 
cooperate with the accounting firm by supplying all clarifications and answers to 
inquiries requested in an expedient manner.   
 

11.6 Physician Compensation Plans 

A template for any compensation arrangement between the Contractor and a 
physician, or physician group as that term is defined in 42 C.F.R. § 417.479(c), or 
between the Contractor and any other Primary Care Providers within the 
meaning of this Contract, or between the Contractor and any other Subcontractor 
or entity to Members must be submitted to the Department for approval prior to 
its implementation.  Approval is preconditioned on compliance with all applicable 
federal and Commonwealth laws and regulations and subject to Section 4.4 
“Approval of Department.” The Contractor must provide information to any 
Member upon request about any Physician Incentive Plan and/or any payments 
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to Provider made pursuant to an incentive arrangement under this Section to a 
provider as required by applicable state or federal law. 

11.7 Contractor Provider Payments 

If a Contractor includes a Physician Incentive Plan, the activities included shall 
comply with requirements set forth in 42 CFR 422.208 and 42 CFR 422.210.  
The Disclosures to the Department for Contractors with Physician Incentive 
Plans include the following: 
 

A. The Contractor shall report whether services not furnished by a 
physician/group are covered by the incentive plan.  No further 
disclosure is required if the Physician Incentive Payment does not 
cover services not furnished by a physician/group. 

B. The Contractor shall report type of incentive arrangement, e.g. 
withhold, bonus, capitation. 

C. The Contractor shall report percent of withhold or bonus (if 
applicable). 

D. The Contractor shall report panel size, and if patients are pooled, 
the approved method used.  

E. If the physician/group is at substantial financial risk, the Contractor 
shall report proof the physician/group has adequate stop loss 
coverage, including amount and type of stop-loss.  
 

11.8 Co-Pays 

If Contractor implements co-pays those co-pays shall not exceed the 
Department’s Fee for Service co-pays.  The Contractor shall report on the 
Members usage and co-payments, including recognition of the accumulation 
indicators for maximum out-of-pocket co-payments and cost sharing capitations 
per period that are shared through system files transmissions. The co-payment 
requirements for the Medicaid Program can be found in 907 KAR 1:604.  
 
Whether the Contractor imposes such co-pays or not, the actuarial value of the 
co-pays will be reflected in the Capitation Rate.  

 
12.0 Risk Adjustments 

12.1 Purpose for Risk Adjustments 

Contractor payments will be adjusted for differences in Member health status 
based upon Encounter data. Risk adjustment helps ensure payments to MCOs 
are more equitable and mitigates the impact of selection bias, thus protecting 
MCO solvency and reducing incentives for plans to avoid high-risk individuals.  
Risk adjustment is designed to be revenue neutral to the Commonwealth. Health-
based risk adjustment uses information on Member’s medical conditions, as 
reported in claim and encounter data to predict prospective or concurrent health 
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care costs and adjustment payments to MCOs. The payment rates for all 
Eligibility Categories will be risk adjusted with the exception of Dual Eligibles. The 
following are descriptions of the risk assessment methodologies that will be 
employed to adjust payments to the Contractor.  
 

12.2 Risk Adjustment Method  

The capitation rates will be risk-adjusted on a prospective basis as described 
below.   

 
A. Risk Adjustment Model 
 The CDPS + Rx model will be used. In general, the most recent 

available version of the model will be applied, though there may be 
circumstances in which an older version is preferred. Concurrent 
weights will be used to develop the risk profiles of enrollees. ICD-9 
based risk models will be applied until such time as ICD-10 based 
diagnosis codes are available in the claims data. There may be a 
period of time when diagnosis codes need to be mapped from one 
system to the other in order to apply the risk adjustment models. 

 
B. Calibration of Risk Weights 
 National weights will be used initially, and the model will be 

calibrated based on Kentucky specific data once sufficient 
managed care experience has developed. Calibration refers to 
using MCO encounter and fee-for-service claims data from the 
Kentucky Medicaid program to develop risk weights, rather than 
relying on national weights or weights developed from another 
state's data. 

 
C. Rate Cells excluded from Risk Adjustment 
 Dual Eligibles 
 
D. Minimum Eligibility to Receive Risk Score 
 The minimum length of eligibility, which eligibility need not be 

continuous, during the risk analysis period in order for risk score to 
be considered in the MCO risk adjustment calculations are the 
following: 

  • One month for infants and pregnant women 
  • Three months for all other rate cells 
 Members who do not receive a risk score will be assigned the 

average risk score for their MCO within their rate cell. 
 
E. Risk Score Calculation 
 Twelve months of FFS claims and managed care encounter data, 

excluding lab and x-ray, will be run through the risk model to 
calculate a risk score for each individual. Months of Medicaid 
eligibility during the 12-month analysis period are also calculated. 
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Individual risk scores will be attributed to each MCO based on the 
MCO in which the person is enrolled as of a specific point in time. 
Raw risk scores and member months will be aggregated by rate 
cell, and attributed to the MCO, and relative risk adjustment scores 
will be calculated. 

 
F. Payment Adjustment 
 Payment adjustments will be calculated by applying the risk 

adjustment scores to the negotiated capitation rates by rate cell. 
 
G. Provider Settlements 
 Since MCO provider settlement obligations are a fixed amount each 

month, the per capita value of the settlement obligations are 
removed from each MCO's contracted rates prior to applying risk 
adjustment, and are added back in after applying risk adjustment. 

 
H. Application of Risk Adjustment Factors 
 Risk scores are calculated at the rate cell level; however, the risk 

scores are aggregated to the rate group level for application to the 
contracted MCO rates. As a result, each rate cell within a rate 
group will receive the same risk adjustment factor for a given MCO. 

 
I. Timing and Frequency 
 In general, 12 months of recent, reasonably complete, incurred FFS 

claims and MCO encounters will be analyzed to develop the risk 
scores. Risk measurement periods will be set to provide at least 6 
months of claims run out, though depending on claim payment 
speed this figure may be adjusted to balance the need for the most 
current information and data completeness.  Generally, it is 
expected that risk scores will be developed semi-annually and that 
rates will be adjusted quarterly based for changes in enrollment 
distributions.  The Initial Adjustment for ACA Expansion Members 
shall use the Encounter Data for 2014 with a minimum three month 
run-out and an effective date of July 1, 2015.  

 
13.0 Contractor’s Financial Security Obligations 

13.1 Solvency Requirements and Protections 

The Contractor will be subject to requirements contained in KRS Chapter 304 
and related administrative regulations regarding protection against insolvency 
and risk-based capital requirements.  In addition, pursuant to KRS 304.3-125, the 
Commissioner has authority to require additional capital and surplus if it appears 
that an insurer is in a financially hazardous condition. 
 
The Contractor shall cover continuation of services to Members during 
insolvency, for the duration of the period for which payment has been made, as 
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well as for inpatient admissions up until discharge.  
 
In the event of the Contractor’s insolvency, the Contractor shall not hold its 
Members liable, except in instances of Member fraud: 
 

A. For the Contractor’s debts; 
B. For the covered services provided to the Member, for which the 

Department does not pay the Contractor; 
C. For the covered services provided to the Member for which the 

Department or the Contractor does not pay the individual or health 
care provider that furnishes the services under a contractual, 
referral, or other arrangement; and 

D. For covered services furnished under a contract, referral, or other 
arrangement, to the extent that those payments are in excess of the 
amount that the Member would owe if the Contractor provided the 
services directly. 

 
13.2 Contractor Indemnity 

In no event shall the Commonwealth, Finance, the Department or Member be 
liable for the payment of any debt or fulfillment of any obligation of the Contractor 
or any Subcontractor to any Subcontractor, supplier, Out-of-Network Provider or 
any other party, for any reason whatsoever, including the insolvency of the 
Contractor or any Subcontractor. The Contractor agrees that any Subcontract will 
contain a hold harmless provision.   

The Contractor agrees to indemnify, defend, save and hold harmless the 
Commonwealth, Finance, the Department, its officers, agents, and employees  
(collectively, the “Indemnified Parties”) from all claims, demands, liabilities, suits, 
judgments, or damages, including court costs and reasonable attorney fees 
made or asserted against or assessed to the Indemnified Parties (collectively the 
“Losses”), arising out of or connected in any way with this Contract or the 
performance or nonperformance by the Contractor, its officers, agents, 
employees; and suppliers, Subcontractors, or Providers, including without 
limitation any claim attributable to: 

A. The improper performance of any service, or improper provision of 
any materials or supplies, irrespective of whether the Department 
knew or should have known such service, supplies or materials 
were improper or defective; 

B. The erroneous or negligent acts or omissions, including without 
limitation, disregard of federal or Commonwealth law or regulations, 
irrespective of whether the Department knew or should have known 
of such erroneous or negligent acts; 

C. The publication, translation, reproduction, delivery, collection, data 
processing, use, or disposition of any information to which access 
is obtained pursuant to this Contract in a manner not authorized by 
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this Contract or by federal or Commonwealth law or regulations, 
irrespective of whether the Department knew or should have known 
of such publication, translation, reproduction, delivery, collection, 
data processing, use, or disposition; or 

D. Any failure to observe federal or Commonwealth law or regulations, 
including but not limited to, insurance and labor laws, irrespective of 
whether the Department knew or should have known of such 
failure. 

 
Upon receiving notice, the Department shall give the Contractor written notice of 
any claim made against the Contractor for which the Indemnified Parties are 
entitled to indemnification, so that the Contractor shall have the opportunity to 
appear and defend such claim.  The Indemnified Parties shall have the right to 
intervene in any proceeding or negotiation respecting a claim and to procure 
independent representation, all at the sole cost and expense of the Indemnified 
Parties.  Under no circumstances shall the Contractor be deemed to have the 
right to represent the Commonwealth in any legal matter without express written 
permission from Finance. Notwithstanding the above, Contractor shall have no 
obligation to indemnify the Indemnified Parties for any losses due to the negligent 
acts or omissions or intentional misconduct of the Indemnified Parties. 

13.3 Insurance 

The Contractor shall secure and maintain during the entire term of the Contract, 
and for any additional periods following termination of the Contract during which 
it is obligated to perform any obligations pursuant to this Contract, original, 
prepaid policies of insurance, in amounts, form and substance satisfactory to 
Finance, and non-cancelable except upon thirty (30) days prior written notice to 
Finance, providing coverage for property damage (all risks), business 
interruption, comprehensive general liability, motor vehicles, workers’ 
compensation and such additional coverage as is reasonable or customary for 
the conduct of the Contractor’s business in the Commonwealth. 

13.4 Advances and Loans 

The Contractor shall not, without thirty (30) days prior written notice to and 
approval by the Department, make any advances to a related party or 
Subcontractor.  The Contractor shall not, without similar thirty (30) day prior 
written notice and approval, make any loan or loan guarantee to any entity, 
including another fund or line of business within its organization.  Such approval 
is subject to Section 4.4 “Approval of Department.”  Written notice is to be 
submitted to the Department and if applicable to DOI. The prohibition on 
advances to Subcontractors contained in this subsection shall not apply to 
Capitation Payments or payments made by the Contractor to Contractor’s 
Network for provision of Covered Services.  
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13.5 Provider Risks 

If a Provider assumes substantial financial risk for contracted services, the 
Contractor must ensure that the Provider has adequate stop-loss protection.  The 
Contractor must provide the Department proof the Provider has adequate stop-
loss coverage, including an amount and type of stop-loss.  

14.0 Third Party Resources 

14.1 Coordination of Benefits (COB) 

The Contractor shall actively pursue, collect and retain all monies available from 
all available resources for services to Members under this Contract except where 
the amount of reimbursement the Contractor can reasonably expect to receive is 
less than estimated cost of recovery.  

Cost effectiveness of recovery is determined by, but not limited to, time, effort, 
and capital outlay required in performing the activity. The Contractor shall specify 
the threshold amount or other guidelines used in determining whether to seek 
reimbursement from a liable third party, or describe the process by which the 
Contractor determines seeking reimbursement would not be cost effective.  The 
Contractor shall provide the guidelines to the Department for review and 
approval. 

COB collections are the responsibility of the Contractor or its Subcontractors. 
Subcontractors must report COB information to the Contractor. Contractor and 
Subcontractors shall not pursue collection from the Member but directly from the 
third party payer or the provider. Access to Covered Services shall not be 
restricted due to COB collection. 

The Contractor shall maintain records of all COB collections. The Contractor 
must be able to demonstrate that appropriate collection efforts and appropriate 
recovery actions were pursued. The Department has the right to review all billing 
histories and other data related to COB activities for Members. The Contractor 
shall seek information on other available resources from all Members.  

In order to comply with CMS reporting requirements, the Contractor shall submit 
a monthly COB Report for all member activity which the Department or its agent 
shall audit no less than every six (6) months. Additionally, Contractor shall submit 
a report that includes subrogation collections from auto, homeowners, or 
malpractice insurance, etc.  

14.2 Third Party Liability 

By law, Medicaid is the payer of last resort and as a result shall be used as a source 
of payment for covered services only after all other sources of payment have been 
exhausted.  If a Member has resources available for payment of expenses 
associated with the provision of Covered Services, other than those which are 
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exempt under Title XIX of the Social Security Act, such resources are primary to 
the coverage provided by the Contractor, pursuant to this Contract, and must be 
exhausted prior to payment by the Contractor.  The Capitation Rate set forth in 
this Contract has been adjusted to account for the primary liability of third parties 
to pay such expenses.  The Contractor shall be responsible for determining the 
legal liability of third parties to pay for services rendered to Members pursuant to 
this Contract.  All funds recovered by the Contractor from Third Party Resources 
shall be treated as income to the Contractor to be used for eligible expenses 
under this Contract. The Contractor and all Providers in the Contractor’s Network 
are prohibited from directly receiving payment or any type of compensation from 
the Member, except for Member co-pays or deductibles from Members for 
providing Covered Services.  Member co-pay, co-insurance or deductible 
amounts cannot exceed amounts specified in 907 KAR 1:604.  Co-pays, co-
insurance or deductible amounts may be increased only with the approval of the 
Department. 

42 CFR 433.138 requires that as a condition of Medicaid eligibility each Member 
will be required to: 

A. Assign, in writing, his/her rights to the Contractor for any medical 
support or other Third Party Payments for medical services 
provided by the Contractor; and 

B. Cooperate in identifying and providing information to assist the 
Contractor in pursuing third parties that may be liable to pay for 
care and services provided by the Contractor. 

 
42 CFR 433.138 requires the Contractor be responsible for actively seeking and 
identifying third party resources, i.e. health or casualty insurance, liability 
insurance and attorneys retained for tort action, through contact with the 
Members, participating providers, and the Medicaid Agency.   

42 CFR 433.139 requires the Contractor be responsible to assure that the 
Medicaid Program is the payer of last resort when other Third Party Resources 
are available to cover the costs of medical services provided to Medicaid 
Members.  When the Contractor is aware of other Third Party Resources, the 
Contractor shall avoid payment by “cost avoiding” (denying) the Claim and 
redirecting the provider to bill the other Third Party Resource as a primary payer.  
If the Contractor does not become aware of another Third Party Resource until 
after the payment for service, the Contractor is responsible to seek recovery from 
the Third Party Resource on a post-payment basis.  See Appendix C. “Third 
Party Payments/Coordination of Benefits.”  The Department or its agent will 
audit the Contractor’s Third Party practices and collections at least every six (6) 
months. 
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15.0 Management Information System 

15.1 Contractor MIS 

The Contractor shall maintain a Management Information System (MIS) that will 
provide support for all aspects of a managed care operation to include the 
following subsystems: Member, third party liability, provider, reference, 
encounter/Claims processing, financial, utilization data/quality improvement and 
Surveillance Utilization Review Subsystem.  The Contractor will also be required 
to demonstrate sufficient analysis and interface capacities.  The Contractor’s MIS 
shall assure medical information will be kept confidential through security 
protocol, especially as that information relates to personal identifiers and 
sensitive services. 

The Contractor shall provide such information in accordance with the format and 
file specifications for all data elements as specified in Appendix D. 
“Management Information Systems Requirements” hereto, and as may be 
amended from time to time. 

The Contractor shall transmit all data directly to the Department in accordance with 
42 CFR 438.  If the Contractor utilizes subcontractors for services, all data from the 
subcontractors shall be provided to the Contractor and the Contractor shall be 
responsible for transmitting the subcontractors’ data to the Department in a format 
specified by the Department in accordance with 42 CFR 438. 
 
The Contractor will execute a Business Associate Agreement (BAA) in Appendix 
E. “Business Associates Agreement” with the Department, pursuant to Sections 
261 through 264 of the federal Health Insurance Portability and Accountability Act 
of 1996, Public Law 104-191, known as “the Administrative Simplification 
provisions,” direct the Department of Health and Human Services to develop 
standards to protect the security, confidentiality and integrity of health information. 
The execution of the BAA is required prior to data exchanges being implemented. 
 
The Contractor shall be responsible for meeting all system requirements as 
required by the Department. The Contractor shall be responsible for meeting all 
5010 transaction changes, ICD-10-CM diagnosis code changes and required 
testing. 
 
At least ten days prior to implementation, the Contractor shall notify the 
Department of any significant changes to the system that may impact the 
integrity of the data, including such changes as new Claims processing software, 
new Claims processing vendors and significant changes in personnel. 
 

15.2 Contractor MIS Requirements 

The Department’s MIS system utilizes eight (8) subsystems to carry out the 
functions of the Medicaid program. The Contractor is not required to have actual 
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subsystems as listed below, provided the requirements are met in other ways 
which may be mapped to the subsystem concept.  The Contractor shall have the 
capacity to capture necessary data and provide it in formats and files that are 
consistent with the Commonwealth's functional subsystems as described below. 
The Contractor shall maintain flexibility to accommodate the Department’s needs 
if a new system is implemented by the Commonwealth.  These subsystems focus 
on the individual systems functions or capabilities which provide support for the 
following areas: 

A. Member Subsystem; 
B. Third Party Liability (TPL); 
C. Provider Subsystem; 
D. Reference Subsystem; 
E. Claims Processing Subsystem (to include Encounter Data); 
F. Financial Subsystem;  
G. Utilization/Quality Improvement Subsystem; and 
H. Surveillance Utilization Review Subsystem (SURS). 
 

The Contractor shall ensure that data received from Providers and 
Subcontractors is accurate and complete by: 

A. Verifying, through edits and audits, the accuracy and timeliness of 
reported data; 

B. Screening the data for completeness, logic and consistency;  
C. Collecting service information in standardized formats to the extent 

feasible and appropriate;  
D. Compiling and storing all Claims and encounter data from the 

Subcontractors in a data warehouse in a central location in the 
Contractor’s MIS; and 

E. At a minimum, edits and audits must comply with NCCI. 
 

15.3   Interface Capability  

The interface subsystems support incoming and outgoing data from other 
organizations and allow the Contractor to maintain Member Enrollment 
information and Member-related information.  It might include information from 
secondary sources to allow the tracking of population outcome data or other 
population information.  At a minimum, there will be a Provider, Member, 
Encounter Record and capitation interface.  Specific requirements for the 
interface subsystem shall include such items as: defined data elements, formats, 
file layouts. 

15.4   Access to Contractor’s MIS 

The Contractor shall provide the Department with log-in credentials in order to 
access Contractor’s claims and customer service systems on a read-only basis 
at the Contractor’s primary place of business during normal business hours.  The 
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Contractor shall provide the Department access to a locked space and office 
security credentials for use during business hours.  All access under this Section 
shall comply with HIPAA’s minimum necessary standards and any other 
applicable Commonwealth or federal law.  
 

16.0 Encounter Data 

16.1 Encounter Data Submission 

The Contractor shall ensure that Encounter data is consistent with the terms of 
this Contract and all applicable state and federal laws.  (See Appendix F. 
“Encounter Data Submissions Requirements and Quality Standards.”) The 
Contractor shall have a computer and data processing system sufficient to 
accurately produce the data, reports and Encounter Files set in formats and 
timelines prescribed by the Department as defined in the Contract.  The system 
shall be capable of following or tracing an Encounter within its system using a 
unique Encounter identification number for each Encounter. At a minimum, the 
Contractor shall be required to electronically provide Encounter Files to the 
Department, on a weekly schedule. Encounter Files must follow the format, data 
elements and method of transmission specified by the Department. All changes 
to edits and processing requirements due to Federal or State law changes shall 
be provided to the Contractor in writing no less than sixty (60) business days 
prior to implementation, whenever possible. Other edits and processing 
requirements shall be provided to the Contractor in writing no less than thirty (30) 
business days prior to implementation.  The Contractor shall submit electronic 
test data files as required by the Department in the format referenced in this 
Contract and as specified by the Department. The electronic test files are subject 
to Department review and approval before production of data. The Department 
will process the Encounter data through defined edit and audit requirements and 
reject Encounter data that does not meet its requirements. Threshold edits, those 
which will enable the Encounter File to be accepted, and informational editing, 
those which enable the Encounter to be processed, shall apply. The Department 
reserves the right to change the number of, and the types of edits used for 
threshold processing based on its review of the Contractor’s monthly 
transmissions. The Contractor shall be given thirty (30) working days prior notice 
of the addition/deletion of any of the edits used for threshold editing. The 
Encounter data will be utilized by the Department for the following:  

 To evaluate access to health care, availability of services, 
quality of care and cost effectiveness of services; 

 To evaluate contractual performance; 
 To validate required reporting of utilization of services; 
 To develop and evaluate proposed or existing Capitation Rates;   
 To meet CMS Medicaid reporting requirements; and 
 For any purpose the Department deems necessary. 
 For Risk Adjustments 
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 For Clinical Performance Measures 
 For Report Card Status 
 For Fraud and Waste observation  

 
Data quality efforts of the Department shall incorporate the following standards 
for monitoring and validation: 

 Edit each data element on the Encounter for required presence, 
format, consistency, reasonableness and/or allowable values; 

 Edit for Member eligibility; 
 Perform automated audit processing (e.g. duplicate, conflict, 

etc.) using history Encounter and same-cycle Encounter data; 
 Identify exact duplicate Encounters; 
 Maintain an audit trail of all error code occurrences linked to a 

specific Encounter; and 
 Update Encounter history files with both processed and 

incomplete Encounter data. 
The Contractor shall have the capacity to track and report on all Erred Encounter 
Records. 

The Contractor shall be required to use procedure codes, diagnosis codes and 
other codes used for reporting Encounters in accordance with guidelines defined 
by the Department in writing.  The Contractor must also use appropriate 
NPI/Provider numbers for Encounters as directed by the Department.  The 
Encounter File shall be received and processed by the Department’s Fiscal 
Agent and shall be stored in the existing MMIS. 

All Subcontracts with Providers or other vendors of service must have provisions 
requiring that an Encounter is reported/submitted in an accurate and timely 
fashion.  

The Contractor shall specify to the Department the name of the primary contact 
person assigned responsibility for submitting and correcting Encounters, and a 
secondary contact person in the event the primary contact person is not 
available. 

16.2 Technical Workgroup 

The Contractor shall assign staff to participate in the Encounter Technical 
Workgroup periodically scheduled by the Department. The workgroup’s purpose 
is to enhance the data submission requirements and improve the accuracy, 
quality and completeness of the Encounter submission.   

17.0 Kentucky Health Information Exchange (KHIE) 

The Contractor shall make a good faith effort to encourage all Providers in their 
Network to establish connectivity with the KHIE. 
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18.0 Electronic Health Records 

The Department will continue to administer the EHR Incentive Payment Program. 
DMS will notify the Contractor which providers have received incentive payments 
and will continue to update the contractor when additional payments are made. 
The Contractor shall comply with data requests from the Department to assist in 
verification that the Providers are meeting the requirements for the EHR 
Incentive Payment Program.  Verification for the initial incentive payments may 
not be necessary after August 1, 2015. 

 
19.0 Quality Assessment/Performance Improvement (QAPI) 

19.1 QAPI Program 

The Contractor QAPI Program shall conform to requirements of 42 CFR 438, 
Subpart D.  The Contractor shall implement and operate a comprehensive QAPI 
program that assesses, monitors, evaluates and improves the quality of care 
provided to Members. The program shall also have processes that provide for 
the evaluation of access to care, continuity of care, health care outcomes, and 
services provided or arranged for by the Contractor. The Contractor’s QI 
structures and processes shall be planned, systematic and clearly defined. The 
Contractor’s QI activities shall demonstrate the linkage of QI projects to findings 
from multiple quality evaluations, such as the EQR annual evaluation, 
opportunities for improvement identified from the annual HEDIS indicators and 
the consumer and provider surveys, internal surveillance and monitoring, as well 
as any findings identified by an accreditation body. The QAPI program shall be 
developed in collaboration with input from Members. The Contractor shall 
maintain documentation of all member input; response; conduct of performance 
improvement activities; and feedback to Members. The Contractor shall have or 
obtain within two (2) to four (4) years and maintain National Committee for 
Quality Assurance (NCQA) accreditation for its Medicaid product line. The 
Contractor shall provide the Department a copy of its current certificate of 
accreditation together with a copy of the complete survey report every three 
years including the scoring at the category, Standard, and element levels, as well 
as NCQA recommendations, as presented via the NCQA Interactive Survey 
System (ISS): Status, Summarized & Detailed Results, Performance, 
Performance Measures, Must Pass Results Recommendations and History.   

Annually, the Contractor shall submit the QAPI program description document to 
the Department in accordance with a format and timeline specified by the 
Department, after consultation with the Contractor.  However, the final design 
shall be decided by the Department. The Contractor shall integrate Behavioral 
Health indicators into its QAPI program and include a systematic, on-going 
process for monitoring, evaluating, and improving the quality and 
appropriateness of Behavioral Health Services provided to Members.  The 
Contractor shall collect data, and monitor and evaluate for improvements to 
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physical health outcomes resulting from behavioral health integration into the 
Member’s overall care. 

19.2 Annual QAPI Review 

The Contractor shall annually review and evaluate the overall effectiveness of the 
QAPI program to determine whether the program has demonstrated 
improvement in the quality of care and service provided to Members. The 
Contractor shall modify as necessary, the QAPI program, including Quality 
Improvement policies and procedures; clinical care standards; practice guidelines 
and patient protocols; utilization and access to Covered Services; and treatment 
outcomes to meet the needs of Members.  The Contractor shall prepare a written 
report to the Department, detailing the annual review and shall include a review 
of completed and continuing QI activities that address the quality of clinical care 
and service; trending of measures to assess performance in quality of clinical 
care and quality of service; any corrective actions implemented; corrective 
actions which are recommended or in progress; and any modifications to the 
program. There shall be evidence that QI activities have contributed to 
meaningful improvement in the quality of clinical care and quality of service, 
including preventive and behavioral health care, provided to Members.  The 
Contractor shall submit this report as specified by the Department.  The 
Department shall give the Contractor at least ninety (90) days advance notice of 
the due date of the annual QAPI report. 

19.3 QAPI Plan 

The Contractor shall have a written QAPI work plan that outlines the scope of 
activities and the goals, objectives and timelines for the QAPI program. New 
goals and objectives must be set at least annually based on findings from quality 
improvement activities and studies, survey results, Grievances and Appeals, 
performance measures and EQRO findings.  The Contractor is accountable to 
the Department for the quality of care provided to Members.  The Contractor’s 
responsibilities of this include, at a minimum: approval of the overall QAPI 
program and annual QAPI work plan; designation of an accountable entity within 
the organization to provide direct oversight of QAPI; review of written reports 
from the designated entity on a periodic basis, which shall include a description 
of QAPI activities, progress on objectives, and improvements made; review on an 
annual basis of the QAPI program; and modifications to the QAPI program on an 
ongoing basis to accommodate review findings and issues of concern within the 
organization.  

The Contractor shall have in place an organizational Quality Improvement 
Committee that shall be responsible for all aspects of the QAPI program. The 
committee structure shall be interdisciplinary and be made up of both providers 
and administrative staff. It should include a variety of medical disciplines, health 
professions and individual(s) with specialized knowledge and experience with 
Individuals with Special Health Care needs. The committee shall meet on a 
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regular basis and activities of the committee must be documented; all committee 
minutes and reports shall be available to the Department upon request.  

QAPI activities of Providers and Subcontractors, if separate from the Contractor’s 
QAPI activities, shall be integrated into the overall QAPI program. Requirements 
to participate in QAPI activities, including submission of complete Encounter 
Record, are incorporated into all Provider and Subcontractor contracts and 
employment agreements. The Contractor’s QAPI program shall provide feedback 
to the Providers and Subcontractors regarding integration of, operation of, and 
corrective actions necessary in Provider and Subcontractor QAPI activities. 

The Contractor shall integrate other Management activities such as Utilization 
Management, Risk Management, Member Services, Grievances and Appeals, 
Provider Credentialing, and Provider Services in its QAPI program.  
Qualifications, staffing levels and available resources must be sufficient to meet 
the goals and objectives of the QAPI program and related QAPI activities, 
including but not limited to monitoring and evaluation of Member’s care and 
services, including the care and services of Members with special health care 
needs: use of preventive services; coordination of behavioral and physical health 
care needs, monitoring and providing feedback on provider performance, 
involving Members in QAPI initiatives; and conducting performance improvement 
projects. Written documentation listing staffing resources, including total FTE’s 
percentage of time, experience and roles, shall be submitted to the Department, 
upon request. 

The Contractor shall submit the QAPI work plan to the Department annually in 
accordance with a format and timeline specified by the Department. The 
Department shall give the Contractor at least ninety (90) days advance notice of 
the due date of the annual QAPI report. 

19.4 QAPI Monitoring and Evaluation 

The Contractor, through the QAPI program, shall monitor and evaluate the 
quality of health care on an ongoing basis. Health care needs such as acute or 
chronic physical or behavioral conditions, high volume, and high risk, special 
needs populations, preventive care, and behavioral health shall be studied and 
prioritized for performance measurement, performance improvement and/or 
development of practice guidelines. Standardized quality indicators shall be used 
to assess improvement, assure achievement of at least minimum performance 
levels, monitor adherence to guidelines and identify patterns of over- and under-
utilization. The measurement of quality indicators selected by the Contractor 
must be supported by valid data collection and analysis methods and shall be 
used to improve clinical care and services. 
 
Providers shall be measured against practice guidelines and standards adopted 
by the Quality Improvement Committee. Areas identified for improvement shall 
be tracked and corrective actions taken as indicated. The effectiveness of 
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corrective actions must be monitored until problem resolution occurs. The 
Contractor shall perform reevaluations to assure that improvement is sustained.  
The Contractor shall use appropriate multidisciplinary teams to analyze and 
address data or systems issues.  
 
The Contractor shall submit to the Department upon request documentation 
regarding quality and performance improvement (QAPI) projects/performance 
improvement projects (PIPs) and assessment that relates to enrolled members.  
Refer to Section 20.5 “Performance Improvement Projects” for further detail.  

 
The Contractor shall develop or adopt practice guidelines that are disseminated 
to Providers and to Members upon request. Mental Health and Substance Abuse 
practice guidelines shall be submitted to the Department and DBHDID. The 
guidelines shall be based on valid and reliable medical/behavioral health 
evidence or consensus of health professionals; consider the needs of Members; 
developed or adopted in consultation with contracting health professionals, and 
reviewed and updated periodically. Decisions with respect to UM, member 
education, covered services, and other areas to which the practice guidelines 
apply shall be consistent with the guidelines.  
 

20.0 Kentucky Healthcare Outcomes 

20.1 Kentucky Outcomes Measures and Health Care Effectiveness Data and Information 
Set (HEDIS) Measures  

A goal of the Commonwealth’s Medicaid Program is to improve the health status 
of Medicaid Members.  Therefore, the Department has established statewide 
goals, health care outcomes, and health indicators targeted and designated to 
accomplish this goal and comply with federal requirements established under 42 
CFR.438.24 (C)(1) and (C)(2) relating to Contractor performance and reporting.  
The Department shall work with the Contractor to establish a set of unique 
Kentucky Medicaid Managed Care Performance Measures, which are aligned 
with national and state preventive initiatives (such as CHIPRA) which focus on 
improving health, including but not limited to Healthy People 2010 and Healthy 
Kentuckians 2010.  Based upon these goals and requirements a Contractor shall 
implement steps targeted at health improvement for these selected performance 
measures in either the actual outcomes or processes used to affect those 
outcomes.  Once performance goals are met, select measures may be retired, 
and new measures, based on CMS guidelines and/or developed collaboratively 
with the Contractor, may be implemented if either federal or state priorities 
change; findings and/or recommendations from the EQRO; or identification of 
quality concerns; or findings related to calculation and implementation of the 
measures require amended or different performance measures, the parties agree 
to amend the previously identified measures. Additionally, the Department, the 
Contractor, and the EQRO will review and evaluate the feasibility and strategy for 
rotation of measures requiring hybrid or medical record data collection to reduce 
the burden of measure production. The group may consider the annual HEDIS 
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measure rotation schedule as part of this process.  The Contractor in 
collaboration with the Department and the EQRO shall develop and initiate a 
performance measure specific to Individual Members with Special Health Care 
Needs (ISHCN).   

The Department shall assess the Contractor’s achievement of performance 
improvement related to the health outcome measures.  The Contractor shall be 
expected to achieve demonstrable and sustained improvement for each 
measure.  Specific quantitative performance targets and goals are to be set by 
the workgroup. The Contractor shall report activities on the performance 
measures in the QAPI work plan quarterly and shall submit an annual report after 
collection of performance data.  The Contractor shall stratify the data to each 
measure by the Medicaid eligibility category, race ethnicity, gender and age to 
the extent such information has been provide by the Department to Contractor.  
This information will be used to determine disparities in health care. 

20.2 HEDIS Measures Incentive Program 

In order to encourage consistent improvements in health outcomes, the 
Department shall create a HEDIS Measure Incentive Program (“Incentive 
Program”) as follows: 

 
A.   The Department shall create a HEDIS Measure Incentive Program     

Pool (the “Pool”) of one percent (1%) of the Capitation Payments 
(excluding Duals or health insurer’s assessments) for the period 
July 1, 2015 through December 31, 2015.    

 
B.  Thereafter, the Incentive Program shall operate in twelve-month 

calendar year periods, the Incentive Period.  For each Incentive 
Period after the initial Incentive Period, the Pool (excluding Duals, 
or health insurer’s assessments) shall increase by one-quarter of 
one percent (0.25%), not to exceed a cap of two percent (2%).    

 
C.  Incentives are a HEDIS Measure Performance Incentive (a 

“Performance Incentive”) and a HEDIS Measure Improvement 
Incentive (an “Improvement Incentive”). The Department shall 
allocate a part of the Pool into the Performance Incentive and the 
Improvement Incentive.  The Contractor shall be eligible to 
participate in the Performance Incentive provided it has HEDIS 
Measurements in the Calendar Year of the Incentive Period. The 
Contractor is eligible to participate in the Improvement Incentive 
provided it has HEDIS Measurements in both the Calendar Year of 
the Incentive Period and in the preceding year.   

 
E.  The Pool shall be distributed based upon the Contractor’s earned 

Shares. Shares are determined for each HEDIS Measurement, 
including behavioral health HEDIS measures, provided all MCOs 
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within the Incentive have a measurement (common measure).  
 
F.  The Performance Incentive shares are determined using National 

Medicaid Benchmarks Percentiles.  The Contractor will receive 
one-quarter (0.25) share for each HEDIS Measurement that is 
greater than or equal to the fifty percentile and less than the 
seventy-five percentile (>= 50% and <75%) in the HEDIS 
Measurement Year/Incentive Period. The MCO will receive one-half 
(0.5) share for each HEDIS Measurement that is greater than or 
equal to the seventy-five percentile and less than the ninety 
percentile (>= 75% and <90%) in the HEDIS Measurement 
Year/Incentive Period. The MCO will receive one (1.0) share for 
each HEDIS Measurement that is greater than or equal to the 
ninety percentile (>=90%) in the HEDIS Measurement 
Year/Incentive Period. 

 
G.  The Improvement Incentive shares are determined using MCO 

HEDIS Measurements from the Incentive Period and the preceding 
year. The MCO will receive one (1.0) share for each two 
percentage (2%) increase in a HEDIS Measurement between the 
Incentive Period and preceding year. 

 
H.  The MCO Total Incentive Payment is the sum of the MCO 

Performance Incentive and the MCO Improvement Incentive. The 
MCO Incentive amounts are determined as the Total Incentive Pool 
multiplied by the product of the Incentive amount based on the 
MCO’s premiums and MCO’s Incentive Shares) divided by (the 
sum of the product for each participating MCO’s Incentive amount 
based on the MCOs premiums and MCO’s Incentive Shares). 
Samples of Incentive Payments can be found in Appendix G. 
“HEDIS Measures Incentive Program.” 

 
20.3 Reporting HEDIS Performance Measures  

The Contractor shall be required to collect and report HEDIS data annually.  After 
completion of the Contractor’s annual HEDIS data collection, reporting and 
performance measure audit, the Contractor shall submit to the Department the 
Final Auditor’s Report issued by the NCQA certified audit organization and an 
electronic (preferred) or printed copy of the interactive data submission system 
tool (formerly the Data Submission tool) by no later than each August 31.  

In addition, for each measure being reported, the Contractor shall provide 
trending of the results from all previous years in chart and table format. Where 
applicable, benchmark data and performance goals established for the reporting 
year shall be indicated. The Contractor shall include the values for the 
denominator and numerator used to calculate the measures.  
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For all reportable Effectiveness of Care and Access/Availability of Care 
measures, the Contractor shall stratify each measure by Medicaid eligibility 
category, race, ethnicity, gender and age. 

Annually, the Contractor and the department will select a subset of targeted 
performance from the HEDIS reported measures on which the Department will 
evaluate the Contractor’s performance. The Department shall inform the 
Contractor of its performance on each measure, whether the Contractor satisfied 
the goal established by the Department, and whether the Contractor shall be 
required to implement a performance improvement initiative. The Contractor shall 
have sixty (60) days to review and respond to the Departments performance 
report.  

The Department reserves the right to evaluate the Contractor’s performance on 
targeted measures based on the Contractors submitted encounter data. The 
Contractor shall have 60 days to review and respond to findings reported as a 
result of these activities. 

20.4 Accreditation of Contractor by National Accrediting Body 

If the Contractor holds a current NCQA accreditation status it shall submit a copy 
of its current certificate of accreditation with a copy of the complete accreditation 
survey report, including scoring of each category, standard, and element levels, 
and recommendations, as presented via the NCQA Interactive Survey System 
(ISS): Status. Summarized & Detailed Results, Performance, Performance 
Measures, Must Pass Results Recommendations and History to the Department 
in accordance with timelines established by the Department. 
 
If a Contractor has not earned accreditation of its Medicaid product through the 
National Committee for Quality Assurance (NCQA) Health Plan, the Contractor 
shall be required to obtain such accreditation within two (2) to four (4) years from 
the effective date of its initial MCO Contract with the Commonwealth.  

 
20.5 Performance Improvement Projects (PIPs) 

Performance Improvement Projects (PIPs) are required to address and achieve 
significant (demonstrable) and sustained improvement in focus areas over time. 
The projects are designed to measure diverse aspects of care, and care provided 
to diverse populations of Members. The Contractor must ensure that the chosen 
topic areas for PIP’s are not limited to only recurring, easily measured subsets of 
the health care needs of its Members. The selected PIPs topics must consider: 
the prevalence of a condition in the enrolled population; the need(s) for a specific 
service(s); member demographic characteristics and health risks; and the 
interest of Members in the aspect of care/services to be addressed. 

The Contractor shall continuously monitor its own performance on a variety of 
dimensions of care and services for Members, identify areas for potential 
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improvement, carry out individual PIPs, undertake system interventions to 
improve care and services, and monitor the effectiveness of those interventions.  
The Contractor shall develop and implement PIPs to address aspects of clinical 
care and non-clinical services and are expected to have a positive effect on 
health outcomes and Member satisfaction.  While undertaking a PIP, no specific 
payments shall be made directly or indirectly to a provider or provider group as 
an inducement to reduce or limit medically necessary services furnished to a 
Member.  Clinical PIPs should address preventive and chronic healthcare needs 
of Members, including the Member population as a whole and subpopulations, 
including, but not limited to Medicaid eligibility category, type of disability or 
special healthcare need, race, ethnicity, gender and age.  PIPs shall also 
address the specific clinical needs of Members with conditions and illnesses that 
have a higher prevalence in the enrolled population. Non-clinical PIPs should 
address improving the quality, availability, and accessibility of services provided 
by the Contractor to Members and Providers.  Such aspects of service should 
include, but not be limited to availability, accessibility, cultural competency of 
services, and complaints, grievances, and appeals. 
   
The Contractor shall develop collaborative relationships with local health 
departments, behavioral health agencies and other community based 
health/social agencies to achieve improvements in priority areas. Linkage 
between the Contractor and public health agencies is an essential element for 
the achievement of public health objectives. The Contractor shall be committed 
to on-going collaboration in the area of service and clinical care improvements by 
the development of best practices and use of encounter data–driven 
performance measures. 
 
The Contractor shall monitor and evaluate the quality of care and services by 
initiating at least one PIP each year and participating in one collaborative PIP 
each year.  The Contractor-specific PIP shall alternate each year of the contract 
between one relating to physical health and one relating to behavioral health. 
The first collaborative PIP under this Contract shall have two components 
addressing both the physical and behavioral health of adults with Severe Mental 
Illness.  The Department shall give the Contractor sixty (60) days’ notice for 
subsequent collaborative PIPs under this Contract. 
 
The Department recognizes that the following conditions are prevalent in the 
Medicaid population in the Commonwealth and recommends that the Contractor 
considers the following topics for PIPs: diabetes, coronary artery disease 
screenings, colon cancer screenings, cervical cancer screenings, behavioral 
health, reduction in ED usage and management of ED Services.  However, the 
Contractor may propose an alternative topic(s) for its annual PIPs to meet the 
unique needs of its Members if the proposal and justification for the alternative(s) 
are submitted to and approved by the Department. 
 
Additionally, the Department shall require the Contractor to (1) implement an 
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additional PIP specific to the Contractor, if findings from an EQR review or audit 
indicate the need for a PIP, or if directed by CMS; and (2) assist the Department 
in one (1) annual statewide PIP, if requested. In assisting the Department with 
implementation of an annual statewide PIP, the Contractor’s participation shall be 
limited to providing the Department with readily available data from Contractor’s 
region.  The Contractor shall submit reports on PIPs as specified by the 
Department.   

 
The Contractor shall report on each PIP utilizing the template provided by the 
Department and must address all of the following in order for the Department to 
evaluate the reliability and validity of the data and the conclusions drawn: 
 

A. Topic and its importance to enrolled members; 
B. Methodology for topic selection; 
C. Goals; 
D. Data sources/collection; 
E. Intervention(s) – not required for projects to establish baseline; and 
F. Results and interpretations – clearly state whether performance 

goals were met, and if not met, analysis of the intervention and a 
plan for future action. 

 
The final report shall also answer the following questions and provide information 
on: 
 

A. Was Member confidentiality protected; 
B. Did Members participate in the performance improvement project? 
C. Did the performance improvement project include cost/benefit 

analysis or other consideration of financial impact; 
D. Were the results and conclusions made available to members, 

providers and any other interested bodies 
E. Is there an executive summary 
F. Do illustrations – graphs, figures, tables – convey information 

clearly  
 
Performance reporting shall utilize standardized indicators appropriate to the 
performance improvement area. Minimum performance levels shall be specified 
for each performance improvement area, using standards derived from regional 
or national norms or from norms established by an appropriate practice 
organization. The norms and/or goals shall be pre-determined at the 
commencement of each performance improvement goal and the Contractor shall 
be monitored for achievement of demonstrable and/or sustained improvement.  
 
The Contractor shall validate if improvements were sustained through periodic 
audits of the relevant data and maintenance of the interventions that resulted in 
improvement.  The timeframes for reporting:  
 



61 
 

A. Project Proposal – due September 1 of each contract year. If PIP 
identified as a result of Department/EQRO review, the project 
proposal shall be due sixty (60) days after notification of 
requirement. 

B. Baseline Measurement – due at a maximum, one calendar year 
after the project proposal and no later than September 1 of the 
contract year. 

C. 1st Remeasurement – no more than one calendar year after 
baseline measurement and no later than September 1 of the 
contract year. 

D. Conclusion – no more than one calendar year after the first 
remeasurement and no later than September 1 of the contract year.  
 

20.6 Quality and Member Access Committee 

The Contractor shall establish and maintain an ongoing Quality and Member 
Access Committee (QMAC) composed of Members, individuals from consumer 
advocacy groups or the community who represent the interests of the Member 
population. 

Members of the committee shall be consistent with the composition of the 
Member population, including such factors as aid category, gender, geographic 
distribution, parents, as well as adult members and representation of racial and 
ethnic minority groups. Member participation may be excused by the Department 
upon a showing by Contractor of good faith efforts to obtain Member 
participation.  Responsibilities of the committee shall include: 

A. Providing review and comment on quality and access standards; 
B. Providing review and comment on the Grievance and Appeals 

process as well as policy modifications needed based on review of 
aggregate Grievance and Appeals data; 

C. Proving review and comment on Member Handbooks; 
D. Reviewing Member education materials prepared by the 

Contractor; 
E. Recommending community outreach activities; and 
F. Providing reviews of and comments on Contractor and Department 

policies that affect Members. 
 

The list of the Members participating with the QMAC shall be submitted to the 
Department annually. 

21.0 Utilization Management 

21.1 Medical Necessity 

The Utilization Management (UM) program, processes and timeframes shall be 
in accordance with 42 CFR 456, 42 CFR 431, 42 CFR 438 and the private review 
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agent requirements of KRS 304.17A as applicable.  The Contractor shall have a 
comprehensive UM program that reviews services for Medical Necessity and that 
monitors and evaluates on an ongoing basis the appropriateness of care and 
services for physical and behavioral health. A written description of the UM 
program shall outline the program structure and include a clear definition of 
authority and accountability for all activities between the Contractor and entities 
to which the Contractor delegates UM activities. The description shall include the 
scope of the program; the processes and information sources used to determine 
service coverage; clinical necessity, appropriateness and effectiveness; policies 
and procedures to evaluate care coordination, discharge criteria, site of services, 
levels of care, triage decisions and cultural competence of care delivery; 
processes to review, approve and deny services, as needed, particularly but not 
limited to the EPSDT program.  The UM program shall be evaluated annually, 
including an evaluation of clinical and service outcomes.  The UM program 
evaluation along with any changes to the UM program as a result of the 
evaluation findings, will be reviewed and approved annually by the Medical 
Director, the Behavioral Health Director, or the Medicaid Commissioner. 
 

21.2 National Standards for Medical Necessity Review 

The Contractor shall adopt Interqual or Milliman for Medical Necessity; however, 
the contractor shall adopt the following standardized tools for medical necessity 
determinations for behavioral health -- for adults: Level of Care Utilization System 
(LOCUS); for children: Child and Adolescent Service Intensity Instrument (CASII) 
or the Child and Adolescent Needs and Strengths Scale (CANS); for young 
children; Early Childhood Service Intensity Instrument (ECSII); for substance 
use: American Society of Addiction Medicine (ASAM).  The Contractor shall have 
in place mechanisms to check the consistency of application of review criteria.  
The written clinical criteria and protocols shall provide for mechanisms to obtain 
all necessary information, including pertinent clinical information, and 
consultation with the attending physician or other health care provider as 
appropriate. The Medical Director and Behavioral Health Director shall supervise 
the UM program and shall be accessible and available for consultation as 
needed.   

Decisions to deny a service authorization request or to authorize a service in an 
amount, duration, or scope that is less than requested, must be made by a 
physician who has appropriate clinical expertise in treating the Member’s 
condition or disease. The reason for the denial shall be cited.  Physician 
consultants from appropriate medical, surgical and psychiatric specialties shall 
be accessible and available for consultation as needed.  The Medical Necessity 
review process shall be completed within two business days of receiving the 
request and shall include a provision for expedited reviews in urgent decisions.   

A. The Contractor shall submit its request to change any prior 
authorization requirement to the Department for review.  
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B. For the processing of requests for initial and continuing 
authorization of services, the Contractor shall require that its 
subcontractors have in place written policies and procedures and 
have in effect a mechanism to ensure consistent application of 
review criteria for authorization decisions. 

C. In the event that a Member or Provider requests written 
confirmation of an approval, the Contractor shall provide written 
confirmation of its decision within three working days of providing 
notification of a decision if the initial decision was not in writing.  
The written confirmation shall be written in accordance with 
Member Rights and Responsibilities. 

D. The Contractor shall have written policies and procedures that 
show how the Contractor will monitor to ensure clinical appropriate 
overall continuity of care. 

E. The Contractor shall have written policies and procedures that 
explain how prior authorization data will be incorporated into the 
Contractor’s overall Quality Improvement Plan.  

Each subcontract must provide that consistent with 42 CFR Sections 438.6(h) 
and 422.208, compensation to individuals or entities that conduct UM activities is 
not structured so as to provide incentives for the individual or entity to deny, limit, 
or discontinue medically necessary services to a Member. 

The program shall identify and describe the mechanisms to detect under-
utilization as well as over-utilization of services.  The written program description 
shall address the procedures used to evaluate Medical Necessity, the criteria 
used, information sources, timeframes and the process used to review and 
approve the provision of medical services. The Contractor shall evaluate Member 
satisfaction (using the CAHPS survey) and provider satisfaction with the UM 
program as part of its satisfaction surveys. The UM program will be evaluated by 
the Department on an annual basis. 

21.3 Adverse Actions Related to Requests for Services and Coverage Denials 

The Contractor shall provide the Member written notice that meets the language 
and formatting requirements for Member materials, of any adverse Action (not 
just service authorization actions) within the timeframes for each type of Action 
pursuant to 42 CFR 438.210(c).  The notice must explain: 

A. The action the Contractor has taken or intends to take; 
B. The reasons for the action in clear, non–technical language that is 

understandable by a layperson; 
C. The federal or state regulation supporting the action, if applicable; 
D. The Member’s right to appeal; 
E. The Member’s right to request a State hearing; 
F. Procedures for exercising Member’s rights to Appeal or file a 

Grievance; 
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G. Circumstances under which expedited resolution is available and 
how to request it; 

H. The Member’s rights to have benefits continue pending the 
resolution of the Appeal, how to request that benefits be continued, 
and the circumstances under which the Member may be required to 
pay the costs of these services;  

I. Be available  in the state-established prevalent non-English 
languages in its service area; 

J. Be available in alternative formats for persons with special needs; 
and 

K. Be easily understood in language and format.   
 
The Contractor must give notice at least: 

A. Ten (10) Days before the date of an adverse Action when the 
Action is a termination, suspension or reduction of a covered 
service authorized by the Department, its agent or Contractor, 
except the period of advanced notice is shortened to five (5) Days if 
Member Fraud or Abuse has been determined. 

B. The Contractor must give notice by the date of the adverse Action 
for the following: 
(1) In the death of a Member; 
(2) A signed written Member statement requesting service 

termination or giving information requiring termination or 
reduction of services (where he understands that this must 
be the result of supplying that information); 

(3) The Member’s admission to an institution where he is 
ineligible for further services; 

(4) The Member’s address is unknown and mail directed to him 
has no forwarding address; 

(5) The Member has been accepted for Medicaid services by 
another local jurisdiction; 

(6) The Member’s physician prescribes the change in the level 
of medical care; 

(7) An adverse determination made with regard to the 
preadmission screening requirements for nursing facility 
admissions on or after January 1, 1989; 

(8) The safety or health of individuals in the facility would be 
endangered, the Member’s health improves sufficiently to 
allow a more immediate transfer or discharge, an immediate 
transfer or discharge is required by the Member’s urgent 
medical needs, or a Member has not resided in the nursing 
facility for thirty (30) days. 

 
C. The Contractor must give notice on the date of the adverse Action 

when the Action is a denial of payment. 
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D. The Contractor must give notice as expeditiously as the Member’s 
health condition requires and within State-established timeframes 
that may not exceed two (2) business days following receipt of the 
request for service, with a possible extension of up to fourteen (14) 
additional days, if the Member, or the Provider, requests an 
extension, or the Contractor justifies a need for additional 
information and how the extension is in the Member’s interest. If the 
Contractor extends the time frame, the Contractor must give the 
Member written notice of the reason for the decision to extend the 
timeframe and inform the Member of the right to file a Grievance if 
he or she disagrees with that decision; and issue and carry out the 
determination as expeditiously as the Member’s health condition 
requires and no later than the date the extension expires. 

E. For cases in which a Provider indicates, or the Contractor 
determines, that following the standard timeframe could seriously 
jeopardize the Member’s life or health or ability to attain, maintain 
or regain maximum function, the Contractor shall make an 
expedited authorization decision and provide notice as 
expeditiously as the Member’s health condition requires and no 
later than two (2) business days after receipt of the request for 
service. 

F. The Contractor shall give notice on the date that the timeframes 
expire when service authorization decisions not reached within the 
timeframes for either standard or expedited service authorizations. 
An untimely service authorization constitutes a denial and is thus 
an adverse action. 
 

21.4 Prior Authorizations 

The Department on or by January 1, 2016, shall approve a Prior Authorization 
Form for all participating MCOs, which shall be used by the Contractor to initiate 
its prior authorization process. The Contractor’s prior authorization process shall 
comply with 907 KAR 17:025 Section 2.     

 
21.5 Assessment of Member and Provider Satisfaction and Access   

The Contractor shall conduct an annual survey of Members’ and Providers’ 
satisfaction with the quality of services provided and their degree of access to 
services.  The member satisfaction survey requirement shall be satisfied by the 
Contractor participating in the Agency for Health Research and Quality’s (AHRQ) 
current Consumer Assessment of Healthcare Providers and Systems survey 
(“CAHPS”) for Medicaid Adults and Children, administered by an NCQA certified 
survey vendor. The Contractor shall provide a copy of the current CAHPS survey 
tool to the Department.  Annually, the Contractor shall assess the need for 
conducting special surveys to support quality/performance improvement 
initiatives that target subpopulations perspective and experience with access, 
treatment and services.  To meet the provider satisfaction survey requirement the 
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Contractor shall submit to the Department for review and approval the 
Contractor’s provider satisfaction survey tool.  The Department shall review and 
approve any Member and Provider survey instruments and shall provide a written 
response to the Contractor within fifteen (15) days of receipt. The Contractor 
shall provide the Department a copy of all survey results.  A description of the 
methodology to be used conducting the Provider or other special surveys, the 
number and percentage of the Providers or Members to be surveyed, response 
rates, and a sample survey instrument, shall be submitted to the Department 
along with the findings and interventions conducted or planned.  All survey 
results must be reported to the Department, and upon request, disclosed to 
Members.    

22.0 Monitoring and Evaluation 

22.1 Financial Performance Measures 

Contractor shall provide reports quarterly on trends in utilization for each 
category of eligibility in a format as directed by the Department. These categories 
of eligibility trends should include but not necessarily be limited to: 

 inpatient hospital admissions and days per thousand Member 
months;  

 outpatient hospital visits per thousand Member month; 
 emergency room visits per thousand Member months;  
 percent of emergency room visits resulting in admission; 
 ambulatory surgery / procedures per thousand Member months; 

hospital readmissions within 30 days per thousand Member 
months;  

 average visits per provider by major provider type;  
 PRTF admits and days per thousand;  
 mental hospital admits and days per thousand;  
 prescriptions dispensed by major drug class per thousand 

Member months;  
 Pharmacy cost per Member per month. 

 
In addition a report shall be provided that displays expenditures by category of 
service by both month of service and month of payment; this report should 
distinguish between the eight major categories of eligibility: 1) Families and 
Children – Child, 2) Families and Children – Adult, 3) SSI without Medicare Adult, 
4) SSI Child and 5) Foster Care Child, 6) Dual Eligibles, 7) ACA MAGI Adults, 
and 8) ACA Former Foster Care Child. 

 
22.2 Monitoring Requirements 

The Contractor is responsible for the faithful performance of the contract and 
shall have internal monitoring procedures and processes in place to ensure 
compliance.  The Contractor shall fully cooperate with the Department, its agent 
and/or Contractor in the contract monitoring, which includes but is not limited to: 
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tracking and/or auditing activity, which may require the Contractor to report 
progress and problems, provide documents, allow random inspections of its 
facilities, participate in scheduled meetings and monitoring, respond to requests 
for corrective action plans and provide reports as requested by the Department.  
Cooperation in contract monitoring and provision of documents during contract 
monitoring will be at no additional cost to the Department.   
 

22.3 External Quality Review  

Section 1902(a)(30)(c) of Title XIX of the Social Security Act, requires the 
Commonwealth to acquire an independent external review body for the purpose 
of performing an annual review of the quality of services provided by an MCO 
under contract with the Commonwealth, including the evaluation of quality 
outcomes and timeliness of access to services.  Requirements relating to the 
External Quality Review (EQR) are further defined and described under 42 CFR 
433 and 438.  The results of EQR are made available, upon request, to specified 
groups and to interested stakeholders. The Contractor shall provide information 
to the External Quality Review Organization EQRO as requested to fulfill the 
requirements of the mandatory and optional activities required in 42 CFR Parts 
433 and 438. 

 
The Contractor shall cooperate and participate in EQR activities in accordance 
with protocols identified under 42 CFR 438, Subpart E. These protocols guide the 
independent external review of quality outcomes and timeliness of and access to 
services provided by a Contractor providing Medicaid services. 
 
In an effort to avoid duplication, the Department may also use, in place of such 
audit, information obtained about the Contractor from a Medicare or private 
accreditation review in accordance with 42 CFR 438.360.  
 

22.4 EQR Administrative Reviews 

The Contractor shall assist the EQRO in completing all Contractor reviews and 
evaluations in accordance with established protocols previously described.  The 
Contractor shall assist the Department and the EQRO in identification of Provider 
and Member information required to carry out annual, external independent 
reviews of the quality outcomes, and timeliness of on-site or off-site medical chart 
reviews. Timely notification of Providers and subcontractors of any necessary 
medical chart review shall be the responsibility of the Contractor. 

22.5 EQR Performance 

If during the conduct of an EQR by an EQRO acting on behalf of the Department, 
an adverse quality finding or deficiency is identified, the Contractor shall respond 
to and correct the finding or deficiency in a timely manner in accordance with 
guidelines established by the Department and EQRO.  The Contractor shall: 
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A. Assign a staff person(s) to conduct follow-up concerning review 
findings; 

B. Inform the Contractor’s Quality Improvement Committee of the final 
findings and involve the committee in the development, 
implementation and monitoring of the corrective action plan;  

C. Submit a corrective action plan in writing to the EQRO and 
Department within 60 days that addresses the measures the 
Contractor intends to take to resolve the finding. The Contractor’s 
final resolution of all potential quality concerns shall be completed 
within six (6) months of the Contractor’s notification; 

D. The Contractor shall demonstrate how the results of the External 
Quality Review (EQR) are incorporated into the Contractor’s overall 
Quality Improvement Plan and demonstrate progressive and 
measurable improvement during the term of this Contract; and 

E. If Contractor disagrees with the EQRO’s findings, it shall submit its 
position to the Commissioner of the Department whose decision is 
final. 

  
23.0 Member Services 

23.1 Required Functions 

The Contractor shall have a Member Services function that includes a call center 
which is staffed and available by telephone Monday through Friday 7 am to 7 pm 
Eastern Time (ET).  The call center shall meet the current American 
Accreditation Health Care Commission/URAC-designed Health Call Center 
Standard (HCC) for call center abandonment rate, blockage rate and average 
speed of answer.  If a Contractor has separate telephone lines for different 
Medicaid populations, the Contractor shall report performance for each individual 
line separately.  The Department will inform the Contractor of any 
changes/updates to these URAC call center standards. 
 
The Contractor shall also provide access to medical advice and direction through 
a centralized toll-free call-in system, available twenty-four (24) hours a day, 
seven (7) days a week nationwide.  The twenty-four/seven (24/7) call-in system 
shall be staffed by appropriately trained medical personnel.  For the purposes of 
meeting this requirement, trained medical professionals are defined as 
physicians, physician assistants, licensed practical nurses (LPN), and registered 
nurses (RNs).   
 
The Contractor  shall self-report their prior month performance in the three areas 
listed above, call center abandonment rate, blockage rate and average speed of 
answer, for their member services and twenty-four/seven (24/7) hour toll-free 
medical call-in system to the Department. 
 
Appropriate foreign language interpreters shall be provided by the Contractor and 
available free of charge and as necessary to ensure availability of effective 
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communication regarding treatment, medical history, or health education.  
Member materials shall be provided and printed in each language spoken by five 
(5) percent or more of the Members in each county.  The Contractor staff shall be 
able to respond to the special communication need of the disabled, blind, deaf 
and aged and effectively interpersonally relate with economically and ethnically 
diverse populations.  The Contractor shall provide ongoing training to its staff and 
Providers on matters related to meeting the needs of economically 
disadvantaged and culturally diverse individuals. 
 
The Contractor shall require that all Service Locations meet the requirements of 
the Americans with Disabilities Act, Commonwealth and local requirements 
pertaining to adequate space, supplies, sanitation, and fire and safety 
procedures applicable to health care facilities.  The Contractor shall cooperate 
with the Cabinet for Health and Family Services’ independent ombudsman 
program, including providing immediate access to a Member’s records when 
written Member consent is provided. 
 
The Contractor’s Member Services function shall also be responsible for: 
 

A. Ensuring that Members are informed of their rights and 
responsibilities;   

B. Ensure each Member is free to exercise his or her rights without the 
Contractor or its Providers treating the Member adversely.  

C. Guaranteeing each Member’s right to receive information on 
available treatment options and alternatives, presented in a manner 
appropriate to the Member’s condition and ability to understand.  

D. Monitoring the selection and assignment process of PCPs; 
E. Identifying, investigating, and resolving Member Grievances about 

health care services;  
F. Assisting Members with filing formal Appeals regarding plan 

determinations; 
G. Providing each Member with an identification card that identifies the 

Member as a participant with the Contractor, unless otherwise 
approved by the Department; 

H. Explaining rights and responsibilities to members or to those who 
are unclear about their rights or responsibilities including reporting 
of suspected fraud and abuse; 

I. Explaining Contractor’s rights and responsibilities, including the 
responsibility to assure minimal waiting periods for scheduled 
member office visits and telephone requests, and avoiding undue 
pressure to select specific Providers or services; 

J. Providing within five (5) business days of the Contractor being 
notified of the enrollment of a new Member, by a method that will 
not take more than three (3) days to reach the Member, and 
whenever requested by member, guardian or authorized 
representative, a Member Handbook and information on how to 
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access services; (alternate notification methods shall be available 
for persons who have reading difficulties or visual impairments); 

K. Explaining or answering any questions regarding the Member 
Handbook; 

L. Facilitating the selection of or explaining the process to select or 
change Primary Care Providers through telephone or face-to-face 
contact where appropriate.  The Contractor shall assist members to 
make the most appropriate Primary Care Provider selection based 
on previous or current Primary Care Provider relationship, providers 
of other family members, medical history, language needs, provider 
location and other factors that are important to the Member. The 
Contractor shall notify members within thirty (30) days prior to the 
effective date of voluntary termination (or if Provider notifies 
Contractor less than thirty (30) days prior to the effective date, as 
soon as Contractor receives notice), and within fifteen (15) days 
prior to the effective date of involuntary termination if their Primary 
Care Provider leaves the Program and assist members in selecting 
a new Primary Care Provider; 

M. Facilitating direct access to specialty physicians in the 
circumstances of:  
(1) Members with long-term, complex health conditions;  
(2) Aged, blind, deaf, or disabled persons; and 
(3) Members who have been identified as having special 

healthcare needs and who require a course of treatment or 
regular healthcare monitoring.  This access can be achieved 
through referrals from the Primary Care Provider or by the 
specialty physician being permitted to serve as the Primary 
Care Provider. 

N. Arranging for and assisting with scheduling EPSDT Services in 
conformance with federal law governing EPSDT for persons under 
the age of twenty-one (21) years; 

O. Providing Members with information or referring to support services 
offered outside the Contractor’s Network such as WIC, child 
nutrition, elderly and child abuse, parenting skills, stress control, 
exercise, smoking cessation, weight loss, behavioral health and 
substance abuse;   

P. Facilitating direct access to primary care vision services; primary 
dental and oral surgery services, and evaluations by orthodontists 
and prosthodontists; women’s health specialists; voluntary family 
planning; maternity care for Members under age 18; childhood 
immunizations; sexually transmitted disease screening, evaluation 
and treatment; tuberculosis screening, evaluation and treatment; 
and testing for HIV, HIV-related conditions and other communicable 
diseases; all as further described in Appendix H. “Covered 
Services” of this Contract; 

Q. Facilitating access to behavioral health services and 
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pharmaceutical services; 
R. Facilitating access to the services of public health departments, 

Community Mental Health Centers, rural health clinics, Federally 
Qualified Health Centers, the Commission for Children with Special 
Health Care Needs and charitable care providers, such as Shriner’s 
Hospital for Children; 

S. Assisting members in making appointments with Providers and 
obtaining services.  When the Contractor is unable to meet the 
accessibility standards for access to Primary Care Providers or 
referrals to specialty providers, the Member Services staff function 
shall document and refer such problems to the designated Member 
Services Director for resolution; 

T. Assisting members in obtaining transportation for both emergency 
and appropriate non-emergency situations; 

U. Handling, recording and tracking Member Grievances properly and 
timely and acting as an advocate to assure Members receive 
adequate representation when seeking an expedited Appeal;  

V. Facilitating access to Member Health Education Programs;  
W. Assisting members in completing the Health Risk Assessment 

(HRA) as outlined in Appendix H. “Covered Services” upon any 
telephone contact; and referring Members to the appropriate areas 
to learn how to access the health education and prevention 
opportunities available to them including referral to case 
management or disease management; and 

X. The Member Services staff shall be responsible for making an 
annual report to management about any changes needed in 
member services functions to improve either the quality of care 
provided or the method of delivery.  A copy of the report shall be 
provided to the Department. 
 

23.2 Member Handbook 

The Contractor shall publish a Member Handbook in and make the handbook 
available to Members upon enrollment, to be delivered to the Member within five 
(5) business days of Contractor’s notification of Member’s enrollment.  Contractor 
is in compliance with this requirement if the Member’s handbook is mailed within 
five (5) business days by a method that will not take more than three (3) days to 
reach the Member. The Member Handbook shall be available in English, Spanish 
and any other language spoken by five (5) percent of the potential enrollee or 
enrollee population.  The Member Handbook shall be available in a hardcopy 
format as well as an electronic format online.  The Contractor shall review the 
handbook at least annually and shall communicate any changes to Members in 
written form.  Revision dates shall be added to the Member Handbook so that it 
is evident which version is the most current.  Changes shall be approved by the 
Department prior to printing. The Department has the authority to review the 
Contractor’s Member Handbook at any time.  
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The handbook shall be written at the sixth grade reading comprehension level 
and shall include at a minimum the following information: 
 

A. The Contractor’s Network of Primary Care Providers, including a list 
of the names, telephone numbers, and service site addresses of 
PCPs available for Primary Care Providers in the network listing. 
The network listing may be combined with the Member Handbook 
or distributed as a stand-alone document; 

B. The procedures for selecting a PCP and scheduling an initial health 
appointment; 

C. The name of the Contractor and address and telephone number 
from which it conducts its business; the hours of business; and the 
Member Services telephone number and twenty-four/seven (24/7) 
toll-free medical call-in system; 

D. A list of all available Covered Services, an explanation of any 
service limitations or exclusions from coverage and a notice stating 
that the Contractor will be liable only for those services authorized 
by the Contractor; 

E. Member rights and responsibilities including reporting suspected 
fraud and abuse; 

F. Procedures for obtaining Emergency Care and non-emergency 
care after hours. For a life-threatening situation, instruct Members 
to use the emergency medical services available or to activate 
emergency medical services by dialing 911; 

G. Procedures for obtaining transportation for both emergency and 
non-emergency situations; 

H. Information on the availability of maternity, family planning and 
sexually transmitted disease services and methods of accessing 
those services; 

I. Procedures for arranging EPSDT for persons under the age of 
twenty-one (21) years; 

J. Procedures for obtaining access to Long Term Care Services; 
K. Procedures for notifying the Department for Community Based 

Services (DCBS) of family size changes, births, address changes, 
death notifications; 

L. A list of direct access services that may be accessed without the 
authorization of a PCP; 

M. Information about procedures for selecting a PCP or requesting a 
change of PCP and specialists; reasons for which a request may be 
denied; and reasons a Provider may request a change; 

N. Information about how to access care before a PCP is assigned or 
chosen; 

O. A Member’s right to obtain second opinion in or out of the 
Contractor’s Provider network and information on obtaining second 
opinions related to surgical procedures, complex and/or chronic 
conditions; 
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P. Procedures for obtaining Covered Services from non-network 
providers; 

Q. Procedures for filing a Grievance or Appeal. This shall include the 
title, address and telephone number of the person responsible for 
processing and resolving Grievances and Appeals; 

R. Information about the Cabinet for Health and Family Services’ 
independent ombudsman program for Members; 

S. Information on the availability of, and procedures for obtaining 
behavioral health/substance abuse health services; 

T. Information on the availability of health education services;  
U. Information deemed mandatory by the Department; and 
V. The availability of care coordination case management and disease 

management provided by the Contractor. 
  

23.3 Member Education and Outreach 

The Contractor shall develop, administer, implement, monitor and evaluate a 
Member and community education and outreach program that incorporates 
information on the benefits and services of the Contractor’s Program to its 
Members.   The Outreach Program shall encourage Members and community 
partners to use the information provided to best utilize services and benefits.  

 
Creative methods should be used to reach Contractor’s Members and community 
partners.  These will include but not be limited to collaborations with schools, 
homeless centers, youth service centers, family resource centers, public health 
departments, school-based health clinics, chamber of commerce, faith-based 
organizations, and other appropriate sites. 

 
The Contractor shall submit an annual outreach plan to the Department for 
review and approval subject to Section 4.4 “Approval of Department.” The plan 
shall include the frequency of activities, the staff person responsible for the 
activities and how the activities will be documented and evaluated for 
effectiveness and need for change. 
 

23.4 Outreach to Homeless Persons 

The Contractor shall assess the homeless population by implementing and 
maintaining a customized outreach plan for Homeless Persons population, 
including victims of domestic violence.  The plan shall include:  

 
A. Utilizing existing community resources such as shelters and clinics; 

and  
B. Face-to-face encounters.  
 

The Contractor will not provide a differentiation of services for Members who are 
homeless.  Victims of domestic violence should be a target for outreach as they 
are frequently homeless.  Assistance with transportation to access health care 
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may be provided via bus tokens, taxi vouchers or other arrangements when 
applicable.  

23.5 Member Information Materials 

All written materials provided to Members, including marketing materials, new 
member information, and grievance and appeal information shall be geared 
toward persons who read at a sixth-grade level, be published in at least a 
fourteen (14) point font size, and shall comply with the Americans with 
Disabilities Act of 1990 (Public Law USC 101-336). Font size requirements shall 
not apply to Member identification Cards. Braille and audio tapes shall be 
available for the partially blind and blind. Provisions to review written materials for 
the illiterate shall be available. Telecommunication devices for the deaf shall be 
available. Language translation shall be available if five (5) percent of the 
population in any county has a native language other than English. Materials 
shall be updated as necessary to maintain accuracy, particularly with regard to 
the list of participating providers. 

 
All written materials provided to Members, including forms used to notify 
Members of Contractor actions and decisions, with the exception of written 
materials unique to individual Members, unless otherwise required by the 
Department shall be submitted to the Department for review and, approval prior 
to publication and distribution to Members such approval by the Department shall 
be subject to Section 4.4 “Approval of Department.”  
 
In addition all Member materials concerning behavioral health, with the exception 
of written materials unique to individual Members, shall be submitted to 
DBHDID’s Director of the Division of Behavioral Health for review prior to 
publication and distribution to Members and shall also be subject to Section 4.4 
“Approval of Department.”  
 

23.6 Information Materials Requirements 

The Contractor shall notify all Members of their right to request and obtain the 
information listed herein at least once a year and within a reasonable time after the 
Contractor receives from the Department notice of the Member's enrollment.  Any 
change in the information listed herein shall be communicated at least 30 days 
before the intended effective date of the change. 

A. Names, locations, telephone numbers of, and non-English 
languages spoken by, Providers in the Contractor’s network, 
including identification of Providers that are not accepting new 
patients. This includes, at a minimum, information on primary care 
physicians, specialists, and hospitals.  

B. Any restrictions on the Member's freedom of choice among network 
Providers.  

C. Member rights and protections, as specified in 42 CFR §438.100.  
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D. Information on the right to file grievances and appeals and 
procedures as provided in 42 CFR §§438.400 through 438.424 and 
907 KAR 17:010, including:  requirements and timeframes for filing 
a grievance or appeal; availability of assistance in the filing 
process; toll-free numbers that the Member can use to file a 
grievance or an appeal by phone; that when requested benefits can 
continue during the grievance or appeal; and that the Member may 
be required to pay the cost of services furnished while the appeal is 
pending, if the final decision is adverse to the Member. 

E. Information on a State fair hearing including the right to hearing; 
method for obtaining a hearing; and rules that govern 
representation at the hearing. 

F. The amount, duration, and scope of benefits available under the 
Contract in sufficient detail to ensure that Members understand the 
benefits to which they are entitled.  

G. Procedures for obtaining benefits, including authorization 
requirements.  

H. The extent to which, and how, Members may obtain benefits, 
including family planning services, from out-of-network providers.  

I. The extent to which, and how, after-hours and emergency coverage 
are provided, including:  

(1) What constitutes emergency medical condition, emergency 
services, and post-stabilization services, with reference to 
the definitions in 42 CFR §438.114(a) and 907 KAR 3:130.  

(2) The fact that prior authorization is not required for 
emergency services.  

(3) The process and procedures for obtaining emergency 
services, including use of the 911-telephone system.  

(4) The locations of any emergency settings and other locations 
at which providers and hospitals furnish emergency services 
and post-stabilization services covered under the Contract.  

(5) The fact that, subject to the provisions of this section, the 
Member has a right to use any hospital or other setting for 
emergency care.  

J. The post-stabilization care services rules set forth at 42 CFR 
§422.113(c).  

K. The Contractor’s policy on referrals for specialty care and for other 
benefits not furnished by the Member's primary care provider.  

L. Cost sharing, if any.  
M. How and where to access any benefits that are available under the 

State plan but are not covered under the Contract. 
N. Any appeal rights made available to Providers to challenge the 

failure of the Contractor to cover a service.  
O. Advance directives, as set forth in 42 CFR §438.6(i)(2).  



76 
 

P. Upon request, information on the structure and operation of the 
Contractor and physician incentive plans. 

Q.  A Member’s right to request and receive a copy of his or her 
medical records and request that the records be amended or 
corrected.   

23.7  Member Rights and Responsibilities 

The Contractor shall have written policies and procedures that are designed to 
protect the rights of Members and enumerate the responsibilities of each 
Member.   A written description of the rights and responsibilities of Members shall 
be included in the Member information materials provided to new Members.  A 
copy of these policies and procedures shall be provided to all of the Contractor’s 
Network Providers to whom Members may be referred. In addition, these policies 
and procedures shall be provided to any Out-of-Network Provider upon request 
from the Provider.   

The Contractor’s written policies and procedures that are designed to protect the 
rights of Members shall include, without limitation, the right to: 

A. Respect, dignity, privacy, confidentiality and nondiscrimination; 
B. A reasonable opportunity to choose a PCP and to change to 

another Provider in a reasonable manner; 
C. Consent for or refusal of treatment and active participation in 

decision choices; 
D. Ask questions and receive complete information relating to the  

 Member’s medical condition and treatment options, including 
specialty care; 

E. Voice Grievances and receive access to the Grievance process, 
receive assistance in filing an Appeal, and request a state fair 
hearing from the Contractor and/or the Department; 

F. Timely access to care that does not have any communication or 
physical access barriers; 

G. Prepare Advance Medical Directives pursuant to KRS 311.621 to 
KRS 311.643; 

H. Assistance with Medical Records in accordance with applicable 
federal and state laws;  

I. Timely referral and access to medically indicated specialty care; 
and 

J. Be free from any form of restraint or seclusion used as a means of 
coercion, discipline, convenience, or retaliation. 

K. Any Indian enrolled with the Contractor eligible to receive services 
from a participating I/T/U provider or a I/T/U primary care provider 
shall be allowed to receive services from that provider if part of 
Contractor’s network, 
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The Contractor shall also have policies addressing the responsibility of each 
Member to: 

A. Become informed about Member rights; 
B. Abide by the Contractor’s and Department’s policies and 

procedures; 
C. Become informed about service and treatment options; 
D. Actively participate in personal health and care decisions, practice 

healthy lifestyles; 
E. Report suspected Fraud and Abuse; and 
F. Keep appointments or call to cancel. 
 

23.8 Member Choice of MCO 

The Department will enroll and disenroll eligible Members in conformance with 
this Contract. The Contractor is not allowed to induce or accept disenrollment 
from a Member. The Contractor shall direct the Member to contact the 
Department for enrollment or disenrollment questions.   
 
The Department makes no guarantees or representations to the Contractor 
regarding the number of eligible members who will ultimately be enrolled with the 
Contractor or the length of time any Member will remain enrolled with the 
Contractor.   
 
The Department will electronically transmit to the Contractor new Member 
information monthly and will electronically transmit demographic changes 
regarding Members daily. 

 
23.9 Membership Identification Cards 

Each Member will receive two (2) identification cards.  One will be issued by the 
Department or its agent for Medicaid eligibility, and the other will be issued by the 
Contractor (for membership).  The Membership card will also include the PCP, if 
applicable. 

 
 

24.0 Member Selection of Primary Care Provider (PCP) 

24.1 Members Not Required to Have a PCP 

Dual Eligible Members, Members who are presumptively eligible, disabled 
children, and foster care children are not required to have a Primary Care 
Provider (PCP).   

 
24.2 Member Choice of Primary Care Provider  

Members shall choose or have the Contractor select a PCP for their medical 
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home.  The Contractor shall have two processes in place for Members to choose 
a PCP:   

 
A. A process for Members who have SSI coverage but are not Dual 

Eligible Members; and  
B. A process for other Members. 

 
24.3 Members without SSI 

A Member without SSI shall be offered an opportunity to: (1) choose a new PCP 
who is affiliated with the Contractor’s network or (2) stay with their current PCP 
as long as such PCP is affiliated with the Contractor’s network.  Each Member 
shall be allowed to choose his or her Primary Care Provider from among all 
available Contractor Network Primary Care Providers and specialists as is 
reasonable and appropriate for Member.   

The Contractor shall have procedures for serving Members from the date of 
notification of enrollment, whether or not the Member has selected a Primary 
Care Provider. The Contractor shall send Members a written explanation of the 
Primary Care Provider selection process within ten (10) business days of 
receiving enrollment notification from the Department, either as a part of the 
Member Handbook or by separate mailing.  Members will be asked to select a 
Primary Care Provider by contacting the Contractor’s Member Services 
department with their selection.  The written communication shall include the 
timeframe for selection of a Primary Care Provider, an explanation of the process 
for assignment of a Primary Care Provider if the Member does not select a 
Primary Care Provider and information on where to call for assistance with the 
selection process.  

A Member shall be allowed to select, from all available, but not less than two (2) 
Primary Care Providers in the Contractor’s Network. 

Contractor shall assign the Member to a Primary Care Provider: 

A. Who has historically provided services to the Member, meets the 
Primary Care Provider criteria and participates in the Contractor’s 
Network; 

B. If there is no such Primary Care Provider who has historically 
provided services, the Contractor shall assign the Member to a 
Primary Care Provider, who participates in the Contractor’s 
Network and is within thirty (30) miles or thirty (30) minutes from the 
Member’s residence in an urban area or within forty-five (45) miles 
or forty-five (45) minutes from the Member’s residence in a rural 
area.  The assignment shall be based on the following: 
(1) The need of children and adolescents to be followed by 

pediatric or adolescent specialists; 
(2) Any special medical needs, including pregnancy; 
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(3) Any language needs made known to the Contractor; and 
(4) Area of residence and access to transportation. 

 
The Contractor shall monitor and document in a quarterly report to the 
Department the number of eligible individuals that are assigned a PCP.  The 
Contractor shall notify the Member, in writing, of the PCP assignment, including 
the Provider’s name, and office telephone number.  The Contractor shall make 
available to the PCP a roster on the first day of each month of Members who 
have selected or been assigned to his/her care.  

If the Contractor assigns the Member a PCP prior to offering the Member the 
process above for self-selection, then in the event the Contractor receives a 
request from the Member within thirty (30) days for a reassignment, the 
reassignment shall be retroactively effective to the date of the Member’s 
assignment to the Contractor.  

24.4 Members who have SSI and Non-Dual Eligibles   

A Member who has SSI but is not a dual eligible shall be offered an opportunity 
to: (1) choose a new PCP who is affiliated with the Contractor’s network or (2) 
stay with their current PCP as long as such PCP is affiliated with the Contractor’s 
network.  Each Member shall be allowed to choose his or her Primary Care 
Provider from among all available Contractor Network Primary Care Providers 
and specialists as is reasonable and appropriate for Member.   

The Contractor will send Members information regarding the requirement to 
select a PCP, or one will be assigned to them accordingly to the following: 

A. Upon Enrollment, Member will receive a letter requesting them to 
select a PCP. This letter may be included in the Member Welcome 
Kit.   After one month, if the Member has not selected a PCP, the 
Contractor must send a second letter requesting the Member to 
select a PCP within thirty (30) days or one will be chosen for the 
Member.   

B. At the end of the third thirty (30) day period, if the Member has not 
selected a PCP, the Contractor may select a PCP for the Member 
and send a card identifying the PCP selected for the Member and 
informing the Member specifically that the Member can contact the 
Contractor and make a PCP change. 
 

If the Contractor assigns the Member a PCP prior to offering the Member the 
process above for self-selection, then in the event the Contractor receives a 
request from the Member for a PCP reassignment within thirty (30) days of the 
auto assignment, the reassignment shall be retroactively effective to the date of 
the Member’s assignment to the Contractor. 
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24.5 Selection Procedures for Foster Children, Adoption and Guardianship 

DCBS and DAIL staff will apply for Medicaid on behalf of foster children (DCBS) 
and guardianship clients (DAIL) through an expedited application process agreed 
on by the Department and DCBS and DAIL. 

Members who are children in foster care and adult guardianship clients may 
move frequently from one placement to another.  The parties agree that the 
following procedures will be used to determine the residence of these Members 
for the purpose of maintaining -a PCP selection. 

Foster Children.  For members who are in foster care, assignment will be based 
on where the foster child’s DCBS case is located (which is usually the region 
where the child’s family of origin resides).  It is the responsibility of the DCBS to 
notify the Contractor of a foster child’s change in placement.   

Adopted Children.  For members who have been adopted, the Member’s region 
of residence shall be determined by the adoptive parent’s official residence. 

Adult Guardianship.  For members who are in adult guardianship status, the 
county of residence shall be where the Member is living.   Brief absences, such 
as for respite care or hospitalization, not to exceed one month, do not change the 
county of residence.   

The DCBS shall notify the Department when a Member’s case is transferred to 
another area.  The Department will include notice of the transfer in the HIPAA 
834. 

For former foster children under the age of 26 covered by the Expansion of 
Medicaid by the ACA, the county of residence shall be where the Member is 
living. 

24.6 Primary Care Provider (PCP) Changes 

The Contractor shall have written policies and procedures for allowing Members 
to select or be assigned to a new PCP when such a change is mutually agreed to 
by the Contractor and Member, when a PCP is terminated from coverage, or 
when a PCP change is as part of the resolution to an Appeal.  The Contractor 
shall allow Members to select another PCP within ten (10) days of the approved 
change or the Contractor shall assign a PCP to the Member if a selection is not 
made within the time frame. Pursuant to 42 CFR 438.56, for Members in a 
designated rural area in which only the Contractor provides services, the 
restrictions on changing PCPs cannot be more restrictive than for Member 
Disenrollment as outlined in Section 27.3 “Member Request for Disenrollment.” 

A Member shall have the right to change the PCP ninety (90) days after the initial 
assignment and once a year regardless of reason, and at any time for any 
reason as approved by the Member’s Contractor.  The Member may also change 
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the PCP if there has been a temporary loss of eligibility and this loss caused the 
Member to miss the annual opportunity, if Medicaid or Medicare imposes 
sanctions on the PCP, or if the Member and/or the PCP are no longer located in 
the same Medicaid Region. 

The Member shall also have the right to change the PCP at any time for cause.  
Good cause includes the Member was denied access to needed medical 
services; the Member received poor quality of care; and the Member does not 
have access to providers qualified to treat his or her health care needs.  If the 
Contractor approves the Member’s request, the assignment will occur no later 
than the first day of the second month following the month of the request. 

PCPs shall have the right to request a Member’s Disenrollment from his/her 
practice and be reassigned to a new PCP in the following circumstances: 
incompatibility of the PCP/patient relationship or inability to meet the medical 
needs of the Member.  PCPs shall not have the right to request a Member’s 
Disenrollment from their practice for the following: a change in the Member’s 
health status or need for treatment; a Member’s utilization of medical services; a 
Member’s diminished mental capacity; or, disruptive behavior that results from 
the Member’s special health care needs unless the behavior impairs the ability of 
the PCP to furnish services to the Member or others. Transfer requests shall not 
be based on race, color, national origin, handicap, age or gender.  The 
Contractor shall authority to approve all transfers. 

The initial PCP must serve until the new PCP begins serving the Member, 
barring ethical or legal issues.  The Member has the right to file a grievance 
regarding such a transfer.    

The PCP shall make the change for request in writing.  Member may request a 
PCP change in writing, face to face or via telephone. 

25.0 Member Grievances and Appeals 

25.1 General Requirements 

The Contractor shall have an organized grievance system that shall include- a 
grievance process, an appeals process, and access for Members to a State fair 
hearing pursuant to KRS Chapter 13B.  The Department, by or before January 1, 
2016, shall provide a standardized form for all participating MCOs for a Member 
to begin the Contractor’s grievance and appeal process.  
 

25.2 Member Grievance and Appeal Policies and Procedures 

The Contractor shall have a timely and organized Grievance and Appeal Process 
with written policies and procedures for resolving Grievances filed by Members. 
The Grievance and Appeal Process shall address Members’ oral and written 
grievances. The Grievance and Appeal Process shall be approved in writing by 
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the Department prior to implementation and shall be conducted in compliance 
with the notice, timelines, rights and procedures in 42 CFR 438 subpart F, 907 
KAR 17:010 and other applicable CMS and Department requirements. These 
policies and procedures shall include, but not be limited to: 
 

A. Provide the Member the opportunity to present evidence and 
allegations of fact or law, in person as well as in writing; 

B. Allow the Member or the Member’s representative prior to and after 
the appeal to review the Member’s case file; 

C. Consider the Member, the Member’s representative, or the legal 
representative of the Member’s estate as parties to the appeal;  

D. A process for evaluating patterns of grievances for impact on the 
formulation of policy and procedures, access and utilization; 

E. Procedures for maintenance of records of grievances separate from 
medical case records and in a manner which protects the 
confidentiality of Members who file a grievance or appeal; 

F. Ensure that a grievance or an appeal is disposed of and notice 
given as expeditiously as the Member’s health condition requires 
but not to exceed 30 days from its initiation;  

G. Ensure individuals who make decisions on grievances and appeals 
were not involved in any prior level of review; 

H. If the grievance involves a Medical Necessity determination, ensure 
that the grievance and appeal is heard by health care professionals 
who have the appropriate clinical expertise; 

I. Process for informing Members, orally and/or in writing, about 
the Contractor’s Grievance and Appeal Process by making 
information readily available at the Contractor’s office, by 
distributing copies to Members upon enrollment; and by providing 
it to all subcontractors at the time of contract or whenever 
changes are made to the Grievance and Appeal Process; 

J. Provide assistance to Members in filing a grievance if requested or    
needed; 

K. Include assurance that there will be no discrimination against a 
Member solely on the basis of the Member filing a grievance or 
appeal; 

L. Include notification to Members in the Member Handbook regarding 
how to access the Cabinet’s ombudsmen’s office regarding 
grievances, appeals and hearings; 

M. Provide oral or written notice of the resolution of the grievance in a 
manner to ensure ease of understanding; 

N. Provide for an appeal of a grievance decision if the Member is 
not satisfied with that decision. 

O. Provide for continuation of services, if appropriate, while the appeal 
is pending; 

P. Provide expedited appeals relating to matters which could place 
the Member at risk or seriously compromise the Member’s 
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health or well-being; 
Q. Not require a Member or a Member’s representative to follow an 

oral request for an expedited appeal with a written request; 
R. Inform the Member of the limited time to present evidence and 

allegations of fact or law in the case of an expedited appeal; 
S. Provide written notice of the appeal decision; 
T. Provide for the right to request a hearing under KRS Chapter 13B; - 
U. Provide for continuation of services, if appropriate, while the hearing 

is pending; 
V. Allows a Provider to file a grievance or appeal on the Member’s 

behalf as provided in 907 KAR 17.010; and. 
W. Notifies the Member that if a Service Authorization Request is 

denied and the Member proceeds to receive the service and appeal 
the denial, if the appeal is in the Contractor’s favor, that the 
Member may be liable for the cost. 

 
If the Contractor continues or reinstates the Member's benefits while the appeal 
is pending, the benefits must be continued until one of the following occurs:  
 

A. The Member withdraws the appeal, 
B. The Member does not request a State Fair Hearing with 

continuation of benefits within 10 days from the date the Contractor 
mails an adverse appeal decision, 

C. A State Fair Hearing decision adverse to the Member is made, or 
D. The service authorization expires or authorization limits are met. 

 
All grievance or appeal files shall be maintained in a secure and designated area 
and be accessible to the Department or its designee, upon request, for review.  
Grievance or appeal files shall be retained for ten (10) years following the final 
decision by the Contractor, HSD, an administrative law judge, judicial appeal, or 
closure of a file, whichever occurs later. 
 
The Contractor shall have procedures for assuring that files contain sufficient 
information to identify the grievance or appeal, the date it was received, the 
nature of the grievance or appeal, notice to the Member of receipt of the 
grievance or appeal, all correspondence between the Contractor and the 
Member, the date the grievance or appeal is resolved, the resolution, the notices 
of final decision to the Member, and all other pertinent information.  
Documentation regarding the grievance shall be made available to the Member, 
if requested. 

 
25.3 State Hearings for Members  

A Member may not file a grievance with the state.  A Member shall exhaust the 
internal Appeal process with the Contractor prior to requesting a State Fair 
Hearing. The Contractor, the Member, or the Member’s representative or legal 
representative of the Member’s estate shall be parties to the hearing as provided 
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in 907 KAR 17:010(5).  A Member may request a State Fair Hearing if he or she 
is dissatisfied with an Action that has been taken by the Contractor within forty-
five (45) days of the final appeal decision by the Contractor as provided for in 907 
KAR 17:010.  A Member may request a State Fair Hearing for an Action taken by 
the Contractor that denies or limits an authorization of a requested service or 
reduces, suspends, or terminates a previously authorized service.  The standard 
timeframe for reaching a decision in a State Fair Hearing is found in KRS 
Chapter 13B. 

Failure of the Contractor to comply with the State Fair Hearing requirements of 
the state and federal Medicaid law in regard to an Action taken by the Contractor 
or to appear and present evidence will result in an automatic ruling in favor of the 
Member. 

The contractor shall authorize or provide the disputed services promptly and as 
expeditiously as the Member's health condition requires if the services were not 
furnished while the appeal was pending and the State Fair Hearing results in a 
decision to reverse the Contractor’s decision to deny, limit, or delay services. The 
Contractor shall pay for disputed services received by the Member while the 
appeal was pending and the State Fair Hearing reverses a decision to deny 
authorization of the services.   
 
The Department shall provide for an expedited State Fair hearing within three (3) 
days of a request for an appeal that meets the requirements of an expedited 
appeal after a denial by the Contractor. 
 

26.0 Marketing 

26.1 Marketing Activities 

The Contractor shall submit any marketing plans and all marketing materials 
related to the Medicaid managed care program to the Department and shall 
obtain the written approval of the Department prior to implementing any 
marketing plan or arranging for the distribution of any marketing materials to 
potential enrollees. The Contractor shall abide by the requirements in 42 CFR 
438.104 regarding Marketing activities. The Contractor shall establish and at all 
times maintain a system of control over the content, form, and method of 
dissemination of its marketing and information materials or any marketing and 
information materials disseminated on its behalf or through its Subcontractors.  
The Contractor shall provide marketing materials in English, Spanish and any 
other language spoken by five (5) percent of the potential enrollee or enrollee 
population.  The marketing plan shall include methods and procedures to log and 
resolve marketing Grievances.  The Contractor shall conduct mass media 
advertising directed to enrollees in the entire state pursuant to the marketing 
plan. 
 
Marketing by mail, mass media advertising and community oriented marketing 
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directed at potential Members shall be allowed, subject to the Department’s prior 
approval.  The Contractor shall be responsible for all costs of mailing, including 
labor costs.   
 
Any marketing materials referring to the Contactor must be approved in writing by 
the Department prior to dissemination, including mailings sent only to Members.  
The Contractor agrees to engage only in marketing activities that are pre-
approved in writing by the Department.  The Contractor shall require its 
Subcontractors to submit any marketing or information materials which relates to 
this Contract prior to disseminating same. The Contractor shall be responsible for 
submitting such marketing or information materials to the Department for 
approval.  The Department shall have the same approval authority over such 
Subcontractor materials as over Contractor materials. The Contractor must 
correct problems and errors subsequently identified by the Department after 
notification by the Department. Any approval required by Section 26.1 
“Marketing Activities” shall be subject to Section 4.4 “Approval of 
Department.” 

 
26.2 Marketing Rules  

The Contractor shall abide by the requirements in 42 CFR Section 438.104 
regarding Marketing activities. Face to face marketing by the Contractor directed 
at Members or potential Members is strictly prohibited.   In developing marketing 
materials such as written brochures, fact sheets, and posters, the Contractor 
shall abide by the following rules:  

A. No marketing materials shall be disseminated through the 
Contractor’s Provider network.  If the Contractor supplies branded 
health education materials to its Provider network, distribution shall 
be limited to the Contractor’s Members and not available to those 
visiting the Provider’s facility. Such branded health education 
materials shall not provide enrollment or disenrollment information. 
Any violation of this section shall be subject to the maximum 
sanction contained in Section 40.5 “Penalties for Failure to 
Correct.”  

B. No fraudulent, misleading, or misrepresentative information shall be 
used in the marketing materials; 

C. No offers of material or financial gain shall be made to potential 
enrollees as an inducement to select a particular provider or use a 
product; 

D. No offers of material or financial gain shall be made to any person 
for the purpose of soliciting, referring or otherwise facilitating the 
enrollment of any enrollee; 

E. No direct or indirect door-to-door, telephone or other cold-call 
marketing activities; 

F. All marketing materials comply with information requirements of 42 
CFR 438.10; and 
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G. No materials shall contain any assertion or statement (whether 
written or oral) that CMS, the federal government, the 
Commonwealth, or any other similar entity endorses the Contractor. 
 

The following are inappropriate marketing activities, and the Contractor shall not: 
 

A. Provide cash to Members or potential Members, except for 
stipends, in an amount approved by the Department and 
reimbursement of expenses provided to Members for participation 
on committees or advisory groups; 

B. Provide gifts or incentives to Members or potential Members unless 
such gifts or incentives:  (1) are also provided to the general public; 
(2) do not exceed ten dollars per individual gift or incentive; and (3) 
have been pre-approved by the Department; 

C. Provide gifts or incentives to Members unless such gifts or 
incentives: (1) are provided conditionally based on the Member 
receiving preventive care or other Covered Services; (2) are not in 
the form of cash or an instrument that may be converted easily to 
cash; and (3) have been pre-approved by the Department; 

D. Seek to influence a potential Member’s enrollment with the 
Contractor in conjunction with the sale of any private insurance; 

E. Induce providers or employees of the Department to reveal 
confidential information regarding Members or otherwise use such 
confidential information in a fraudulent manner; or 

F. Threaten, coerce or make untruthful or misleading statements to 
potential Members or Members regarding the merits of enrollment 
with the Contractor or any other plan. 
 

27.0 Member Eligibility, Enrollment and Disenrollment 

27.1 Eligibility Determination 

The Department shall have the exclusive right to determine an individual’s 
eligibility for the Medicaid Program and eligibility to become a Member of the 
Contractor.  Such determination shall be final and is not subject to review or 
appeal by the Contractor.  Nothing in this section prevents the Contractor from 
providing the Department with information the Contractor believes indicates that 
the Member’s eligibility has changed. 

 
27.2 Assignments of New Members 

Due consideration shall be given to the following when making assignments 
Members who do not select an MCO when enrolling:  

  
A. Keeping the family together - Assign members of a family to the 

same MCO. 
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B. Continuity of Care - Preserve the family’s pre-established 
relationship with providers to the extent possible. 

C. Robust MCO Competition - equitable distribution of the participants 
among the MCOs. 

In order to ensure equitable distribution of members there will be a MCO 
maximum threshold and a minimum threshold assigned.  Those thresholds shall 
be developed prior to the July 1, 2015, the start date of this contract.  If the 
Contractor was participating in the Managed Care Program as an MCO prior to 
entering into this contract, its current membership shall not be reassigned on July 
1, 2015.  However, the thresholds developed for July 1, 2015 shall apply.   
 
After June 30, 2015, the Department shall follow the steps below for the purpose 
of equitable distribution.  
 

A. All managed care members of a Medicaid family will be assigned to 
the same MCO. 

B. Continuity of Care – The Department will use Claims history to 
determine the most recent, regularly visited primary care physicians 
(PCP).  The top three PCP providers for each member will be 
considered. This determination will be based on the last 12 months 
of history with relative weights based on the time period of the 
visits. The weight will be 1 thru 3 with 3 being assigned to visits in 
the most recent four months; 1 being assigned to visits in the 
earliest four month period, and 2 being assigned to the visits in the 
middle four month period. Next, each member’s top three PCP 
Providers will be matched against the provider network of the 
region’s MCOs and a “MCO network suitability score” will be 
assigned to each family member.  

C. In order to give due consideration to children and individuals with 
specialized health care needs it is important that all family members  
are not  treated equally in developing the family unit’s overall MCO 
score.  The ratio between the numbers of children eligible for 
managed care versus the number of adults eligible for managed 
care is almost 1.9 to 1. Therefore the “MCO network suitability 
score” for a child will be further multiplied by a factor of 1.9.  
Similarly individuals with special health care needs (identified as 
SSI Adults, SSI Children, and Foster Care) will have their score 
adjusted by a factor of 1.6 which represents the relative cost of 
these individuals relative to the cost of adults over 18. In the case 
of SSI Children and Foster Care both the child factor (1.9) and the 
special needs factor (1.6) will be applied. After these adjustments, , 
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each family member’s individual “MCO network suitability score” 
will be added together to determine the family unit’s “MCO network 
suitability score” 

D. The family will be assigned to the MCO with the highest “MCO 
network suitability score” unless that MCO has exceeded its 
maximum threshold. Two maximum thresholds are defined for each 
region: Families and Children, and Others. If the family unit has 
both categories of individuals, then both thresholds will apply. In a 
scenario where the applicable threshold(s) are exceeded, the family 
will be assigned to the MCO with next highest score. If a tie exists 
between two eligible MCOs, see the following step used. 

E. In scenarios where multiple eligible MCOs have the same score for 
the family “MCO network suitability score”, the MCOs which are 
under the minimum threshold will be given preference, until the 
MCO reaches the minimum threshold. 

F. In scenarios where multiple MCOs have the same score for the 
family “MCO network suitability score” and all MCOs are above the 
minimum threshold, the family will be assigned on a rotation basis. 

27.3 General Enrollment Provisions 

The Department shall notify the Contractor of the Members to be enrolled with 
the Contractor.  The Contractor shall provide for a continuous open enrollment 
period throughout the term of the Contract.  The Contractor shall not discriminate 
against potential Members on the basis of an individual’s health status, need for 
health services, race, color, religion, or national origin, and shall not use any 
policy or practice that has the effect of discriminating on the basis of a Member’s 
health status, need for health services, race, color, religion, or national origin. 
 
The Department shall be responsible for the enrollment.  The Department shall 
develop an enrollment packet to be sent to potential Members.  The Contractor 
shall have an opportunity to review and comment on the information to be 
included in the enrollment packet, and may be asked to provide material for the 
enrollment packet. 
 
Generally, during the first ninety (90) calendar days after the effective date of 
initial enrollment, whether the Member selected the Contractor or was assigned 
through an automatic process, the Member shall have the opportunity to change 
their Contractor and once a year thereafter in accordance with 42 CFR 438.  

 
27.4 Enrollment Procedures 

Each Member shall be provided with a Kentucky Medical Assistance 
Identification Card. 



89 
 

 
Within five (5) business days after receipt of notification of new Member 
enrollment, the Contractor shall send a confirmation letter to the Member by a 
method that will not take more than three (3) days to reach the Member.  The 
confirmation letter shall include at least the following information: the effective 
date of enrollment; Site and PCP contact information; how to obtain referrals; the 
role of the Care Coordinator and Contractor; the benefits of preventive health 
care; Member identification card; copy of the Member Handbook; and list of 
covered services.  The identification card may be sent separately from the 
confirmation letter as long as it is sent within five (5) business days after receipt 
of notification of new Member enrollment. 
 

27.5 Enrollment Levels 

The Contractor shall accept all Members, regardless of overall plan enrollment.    
Enrollment shall be without restriction and shall be in the order in which potential 
Members apply or are assigned.  The Contractor shall maintain staffing and 
service delivery network necessary to adhere to minimum standards for Covered 
Services. 
 
Members may voluntarily choose a Contractor.  Members who do not select a 
Contractor will be auto-assigned to a Contractor by the Department.  The 
Department reserves the right to re-evaluate and modify the auto-assignment 
algorithm anytime for any reason, provided however, the Department shall 
provide written notice to Contractor of any modification of the auto-assignment 
algorithm at least sixty (60) days before the implementation of such modification. 

 
The Department may develop specific limitations regarding Member enrollment 
with the Contractor to take into consideration quality, cost, competition and 
adverse selection.   

 
27.6 Enrollment Period  

Enrollment begins at 12:01 a.m. on the first day of the first calendar month for 
which eligibility is indicated on the eligibility file (HIPAA 834) transmitted to the 
Contractor, and shall remain until the Member is disenrolled in accordance with 
disenrollment provisions of this Contract. Applicable state and federal law 
determines membership for newborns.  Membership begins on day of application 
for members who are presumptive eligible.     

The Contractor shall be responsible for the provision and costs of all Covered 
Services beginning on or after the beginning date of Enrollment.  In the event a 
Member entering is receiving Medically Necessary Covered Services the day 
before Enrollment, the Contractor shall be responsible for the costs of 
continuation of such Medically Necessary Covered Services, without any form of 
prior approval and without regard to whether such services are being provided 
within or outside the Contractor’s Network until such time as the Contractor can 



90 
 

reasonably transfer the Member to a service and/or Network Provider without 
impeding service delivery that might be harmful to the Member’s health.   
 

27.7 Member Eligibility File (HIPAA 834)  

The Department will electronically transmit to the Contractor a HIPAA 834 
transaction file daily to indicate new, terminated and changed members and a 
monthly listing of all Contractor’s Members. The Department will submit with the 
monthly HIPAA 834 transaction file, a reconciliation of enrollment information 
pursuant to policies and procedures determined by the Department. The 
Department shall send the first enrollment data to Contractor in HIPAA 834 
format. 

 
All Enrollments and Disenrollments shall become effective on the dates specified 
on the HIPAA 834 transaction files and shall serve as the basis for Capitated 
Payments to the Contractor. 
 
The Contractor will be responsible for promptly notifying the Department of 
Members of whom it has knowledge were not included on the HIPAA 834 
transaction file and should have been enrolled with the Contractor.  Should the 
Contractor become aware of any changes in demographic information the 
Contractor shall advise the Member of the need to report information to the 
appropriate source, i.e. the DCBS office or the Social Security Administration.  
The Contractor should not attempt to report these types of changes on behalf of 
the Member, but should monitor the HIPAA 834 for appropriate changes.  In the 
event that the change does not appear on the HIPAA 834 within sixty (60) days, 
Contractor shall report the conflicting information to the Department.   The 
Department will evaluate and address the inconsistencies as appropriate. 
 

27.8 Persons Eligible for Enrollment 

To be enrolled with a Contractor, the individual shall be eligible to receive 
Medicaid assistance under one of the aid categories defined below: 

 
Eligible Member Categories 

 
A. Temporary Assistance to Needy Families (TANF); 
B. Children and family related; 
C. Aged, blind, and disabled Medicaid only; 
D. Pass through; 
E. Poverty level pregnant women and children, including presumptive 

eligibility; 
F. Aged, blind, and disabled receiving State Supplementation; 
G. Aged, blind, and disabled receiving Supplemental Security Income 

(SSI); or 
H. Under the age of twenty-one (21) years and in an inpatient 

psychiatric facility: or 
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I. Children under the age of eighteen (18) who are receiving adoption 
assistance and have special needs; or 

J. Dual eligibles; or 
K. Disabled Children; or 
L. Foster Care Children; or 
M. Adults age 19 to 64 with income under 138% of the Federal Poverty 

Level; or 
N. Former Foster Care Children up to age 26. 

 
Members eligible to enroll with the Contractor will be enrolled beginning with the 
first day of the application month with the exception of (1) newborns who are 
enrolled beginning with their date of birth and (2) presumptively eligible (PE) 
Members who are eligible on their day of eligibility determination and (3) 
unemployed parent program Members who are enrolled beginning with the date 
the definition of unemployment or underemployment in accordance with 45 CFR 
233.100 is met.  Presumptively Eligible members will be added to the 
Contractor’s Member Listing Report with an enrollment date equal to the eligibility 
date described in (2) above.  

 
The Contractor shall also be responsible for providing coverage to individuals 
who are retro-actively determined eligible for Medicaid.  Retro-active Medicaid 
coverage is defined as a period of time up to three (3) months prior to the 
application month.  The Contractor is required to cover all medically necessary 
services provided the Member during the retro-active coverage without a Prior 
Authorization. The Contractor is not responsible for retro-active coverage for SSI 
Members. The Department shall be responsible for previous months or years in 
situations where an individual appealed a SSI denial, and were subsequently 
approved as of the original application date.    
 

27.9  Newborn Infants 

Newborn infants of non-presumptive eligible Members shall be deemed eligible 
for Medicaid and automatically enrolled with the Contractor as individual 
Members for sixty (60) days.  The hospital shall request enrollment of a newborn 
at the time of birth, as set forth by the Department.  Deemed eligible newborns 
are auto enrolled in Medicaid and enrollment is coordinated within the Cabinet.  
The delivery hospital is required to enter the birth record in the birth record 
system called KY CHILD (Kentucky’s Certificate of Live Birth, Hearing, 
Immunization, and Lab Data). That information is used to auto enroll the deemed 
eligible newborn within twenty-four (24) hours of birth.  The Contractor is required 
to use the newborn’s Medicaid ID for any costs associated with child.  

 
27.10   Dual Eligibles 

The Contractor shall utilize the HIPAA 834 to identify Members who are Dual 
Eligible within the MMIS. The Contractor and Medicare Providers shall work 
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together to coordinate the care for such Members in order to reduce over 
utilization and duplication of services and cost.   

27.11  Persons Ineligible for Enrollment 

Members who are not eligible to enroll in the Managed Care Program are defined 
below: 

 
INELIGIBLE MEMBER CATEGORIES 

 
A. Individuals who shall spend down to meet eligibility income criteria; 
B. Individuals currently Medicaid eligible and have been in a nursing 

facility for more than thirty (30) days*; 
C. Individuals determined eligible for Medicaid due to a nursing facility 

admission including those individuals eligible for institutionalized 
hospice; 

D. Individuals served under the Supports for Community Living, 
Michele P, home and community-based, or other 1915(c) Medicaid 
waivers;  

E. Qualified Medicare Beneficiaries (QMBs), specified low income 
Medicare beneficiaries (SLMBs) or Qualified Disabled Working 
Individuals (QDWIs);  

F. Timed limited coverage for illegal aliens for emergency medical 
conditions; 

G. Working Disabled Program;  
H. Individuals in an intermediate care facility for mentally retarded 

(ICF-MR);  
I. Individuals who are eligible for the Breast or Cervical Cancer 

Treatment Program; and 
J. Individuals otherwise eligible while incarcerated in a correction 

facility. 
 

* The Contractor shall not be responsible for a Member’s nursing facility costs 
during the first thirty (30) days; however, if a Member is admitted to a nursing 
facility, the Contractor will be responsible for covering the costs of health 
services, exclusive of nursing facility costs, provided to the Member while in the 
nursing facility until the Member is either discharged from the nursing facility or 
disenrolled from the Contractor (effective as is administratively feasible).  
Contractor costs may include those of physicians, physician assistants, APRNs, 
or any other medical services that are not included in the nursing home facility 
per diem rate.  In no event shall Contractor be responsible for covering the costs 
of such health services after the Member’s 30th day in the nursing facility, and 
the monthly Capitation Payment for such a Member shall be prorated based 
upon the days of eligibility. This also applies to a Member receiving hospice 
services who is transferred into a nursing facility. 

 
The Contractor shall not be responsible for 1915(c) Waiver Services furnished to 
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its Members. 
 

27.12   Reenrollment 

A Member whose eligibility is terminated because the Member no longer qualifies 
for medical assistance under one of the aid categories listed in Section 27.8 
“Persons Eligible for Enrollment” or otherwise becomes ineligible may apply 
for reenrollment in the same manner as an initial enrollment.   

A Member previously enrolled with the Contractor shall be automatically 
reenrolled with the Contractor if eligibility for medical assistance is re-established 
within two (2) months of losing eligibility.  The Contractor shall be given a new 
enrollment date once a Member has been reinstated.   

Reenrollment that is more than two (2) months after losing eligibility shall be 
treated as a new enrollment for all purposes.    

 
27.13   Member Request for Disenrollment 

A Member may request Disenrollment only with cause pursuant to 42 CFR 
438.56. The cause for disenrollment includes but is not limited to the following: 
the Member needs related services to be performed at and not all related 
services are available within the Contractor’s network and the Member’s provider 
determines that receiving the services separately would subject the Member to 
unnecessary risk; poor quality of care; lack of access to services covered under 
the Contract; or lack of access to Providers experienced in dealing with the 
Member's health care needs.  

The Member shall submit a written or oral request to request Disenrollment to 
either the Contractor or the Department giving the reason(s) for the request.  If 
submitted to the Contractor, the Contractor shall transmit the Member’s request 
to the Contract Compliance Officer of the Department. If submitted to the 
Department, the Department shall transmit a copy to Contractor.  If the 
Disenrollment request is not granted, the Member may request a state fair 
hearing.  The Department shall notify all Members of their disenrollment rights at 
least annually no less than 60 days before the start of each enrollment period.  

27.14 Contractor Request for Disenrollment  

The Contractor shall recommend to the Department Disenrollment of a Member 
when the Member pursuant to 42 CFR 438.56: 

A. Is found guilty of Fraud in a court of law or administratively 
determined to have committed Fraud related to the Medicaid 
Program; 
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B. Is abusive or threatening as defined by and reported in Guidelines 
for Preventing Workplace Violence for Health Care and Social 
Service Workers to either Contractor, Contractor’s agents, or 
providers; 

C. Is admitted to a nursing facility for more than 31 days; or 
D. Is incarcerated in a correctional facility; 
E. No longer qualifies for Medical Assistance under one of the aid 

 categories listed in Section 27.8 “Persons Eligible for 
Enrollment” 

F. Cannot be located. 
 

All requests by the Contractor for the Department to disenroll a Member shall be 
in writing and shall specify the basis for the request.  If applicable, the 
Contractor’s request must document that reasonable steps were taken to 
educate the Member regarding proper behavior, and that the Member refused to 
comply.  The Contractor may not request Disenrollment of a Member based on 
an adverse change in the Member’s health. 

27.15   Effective Date of Disenrollment 

Disenrollment shall be effective on the first day of the calendar month for which 
the Disenrollment appears on the HIPAA 834 transaction file.  Requested 
Disenrollment shall be effective no later than the first day of the second month 
following the month the Member or the Contractor files the request. If the 
Department fails to make a determination within the timeframes the 
Disenrollment shall be considered approved.  

27.16   Continuity of Care upon Disenrollment 

The Contractor shall take all reasonable and appropriate actions necessary to 
ensure the continuity of a Member’s care upon Disenrollment.  Such actions shall 
include: assisting in the selection of a new Primary Care Provider, cooperating 
with the new Primary Care Provider in transitioning the Member’s care, and 
making the Member’s Medical Record available to the new the Primary Care 
Provider, in accordance with applicable state and federal law.    The Contractor 
shall be responsible for following the Transition/Coordination of Care Plan 
contained in Appendix I. “Transition/Coordination of Care Plan ” whenever a 
Member is transferred to another MCO. 
 

27.17  Death Notification 

The Contractor shall notify the Department or Social Security Administration in 
the appropriate county, within five (5) working days of receiving notice of the 
death of any Member. 
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27.18  Member Address Verification 

The Department reserves the right to disenroll a Member from the Medicaid 
program if the Department is unable to contact the Member by first class mail 
and after the Contractor has been notified and is unable to provide the 
Department with a valid address.  The Member shall remain disenrolled until 
either the Department or the Contractor locates the Member and eligibility is 
reestablished.   
 

28.0 Provider Services 

28.1 Required Functions 

The Contractor shall maintain a Provider Services function that is responsible for 
the following services and tasks: 

A. Enrolling, credentialing and recredentialing and performance review 
of providers; 

B. Assisting Providers with Member Enrollment status questions; 
C. Assisting Providers with Prior Authorization and referral 

procedures; 
D. Assisting Providers with Claims submissions and payments; 
E. Explaining to Providers their rights and responsibilities as a 

member of Contractor’s Network; 
F. Handling, recording and tracking Provider Grievances and Appeals 

properly and timely; 
G. Developing, distributing and maintaining a Provider manual; 
H. Developing, conducting, and assuring Provider orientation/training; 
I. Explaining to Providers the extent of Medicaid benefit coverage 

including EPSDT preventive health screening services and EPSDT 
Special Services; 

J. Communicating Medicaid policies and procedures, including state 
and federal mandates and any new policies and procedures; 

K. Assisting Providers in coordination of care for child and adult 
members with complex and/or chronic conditions; 

L. Encouraging and coordinating the enrollment of Primary Care 
Providers in the Department for Public Health and the Department 
for Medicaid Services Vaccines for Children Program.  This 
program offers certain vaccines free of charge to Medicaid 
members under the age of 21 years.  The Contractor is responsible 
for reimbursement of the administration fee associated with 
vaccines provided through the program; 

M. Coordinating workshops relating to the Contractor’s policies and 
procedures; 

N. Providing necessary technical support to Providers who experience 
unique problems with certain Members in their provision of 
services;  
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O. Annually addressing fraud, waste and abuse with providers; and 
P. Consult with a requesting Provider on authorization decisions, 

when appropriate. 
Q. Ensures no punitive action is taken against a Provider who either 

requests an expedited resolution or supports a Member’s appeal. 
 

 
Provider Services shall be staffed, at a minimum, Monday through Friday 8:00 
am – 6:00 pm Eastern Time.  Staff members shall be available to speak with 
providers any time during open hours.  The Contractor shall operate a provider 
call center that meets standards as determined by the Department.   

 
Provider Services staff shall be instructed to follow all contractually-required 
provider relation functions including, policies, procedures and scope of services. 

 
28.2 Provider Credentialing and Recredentialing 

The Contractor shall conduct Credentialing and Recredentialing in compliance 
with National Committee for Quality Assurance standards (NCQA), 907 KAR 
1:672 and federal law. The Contractor shall document the procedure, which shall 
comply with the Department’s current policies and procedures, for credentialing 
and recredentialing of providers with whom it contracts or employs to treat 
Members. Detailed documentation and scope of the Credentialing and 
Recredentialing process is contained in Appendix J. “Credentialing Process.” 
The Contractor shall complete the Credentialing or Recredentialing of a Provider 
within ninety (90) calendar days of receipt of all relative information from the 
Provider.  The status of pending requests for credentialing or recredentialing 
shall be submitted as required in Appendix J. “Credentialing Process.” Unless 
prohibited by NCQA standards, if the Contractor allows the Provider to provide 
covered services to its Members before the credentialing or recredentialing 
process is completed and the Provider is credentialed, the Contractor shall allow 
the Provider to be paid for the period from the date of its application for 
credentials to completion of the credentialing or recredentialing process.   

If the Contractor accepts the Medicaid enrollment application on behalf of the 
provider, the Contractor will use the format provided in Appendix J. 
“Credentialing Process” to transmit the listed provider enrollment data 
elements to the Department. A Provider Enrollment Coversheet will be generated 
per provider.  The Provider Enrollment Coversheet will be submitted 
electronically to the Department.  

The Contractor shall establish ongoing monitoring of provider sanctions, 
complaints and quality issues between recredentialing cycles, and take 
appropriate action. 
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28.3 Primary Care Provider Responsibilities 

A primary care provider (PCP) is a licensed or certified health care practitioner, 
including a doctor of medicine, doctor of osteopathy, advanced practice 
registered nurse (including a nurse practitioner, nurse midwife and clinical 
specialist), physician assistant, or clinic (including a FQHC, primary care center 
and rural health clinic), that functions within the scope of licensure or certification, 
has admitting privileges at a hospital or a formal referral agreement with a 
provider possessing admitting privileges, and agrees to provide twenty-four (24) 
hours per day, seven (7) days a week primary health care services to individuals. 
Primary care physician residents may function as PCPs. The PCP shall serve as 
the member's initial and most important point of contact with the Contractor. This 
role requires a responsibility to both the Contractor and the Member. Although 
PCPs are given this responsibility, the Contractors shall retain the ultimate 
responsibility for monitoring PCP actions to ensure they comply with the 
Contractor and Department policies. 
 
Specialty providers may serve as PCPs under certain circumstances, depending 
on the Member’s needs.  The decision to utilize a specialist as the PCP shall be 
based on agreement among the Member or family, the specialist, and the 
Contractor’s medical director.  The Member has the right to Appeal such a 
decision in the formal Appeals process. 

The Contractor shall monitor PCP’s actions to ensure he/she complies with the 
Contractor’s and Department’s policies including but not limited to the following:  

A. Maintaining continuity of the Member’s health care; 
B. Making referrals for specialty care and other Medically Necessary 

services, both in and out of network, if such services are not 
available within the Contractor’s network; 

C. Maintaining a current medical record for the Member, including 
documentation of all PCP and specialty care services; 

D. Discussing Advance Medical Directives with all Members as 
appropriate; 

E. Providing primary and preventative care, recommending or 
arranging for all necessary preventive health care, including 
EPSDT for persons under the age of 21 years;  

F. Documenting all care rendered in a complete and accurate medical 
record that meets or exceeds the Department’s specifications; and 

G. Arranging and referring members when clinically appropriate, to 
behavioral health providers.    

 
Maintaining formalized relationships with other PCPs to refer their Members for 
after-hours care, during certain days, for certain services, or other reasons to 
extend their practice.  The PCP remains solely responsible for the PCP functions 
(A) through (G) above. 
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The Contractor shall ensure that the following acceptable after-hours phone 
arrangements are implemented by PCPs in Contractor’s Network and that the 
unacceptable arrangements are not implemented: 

A. Acceptable: 

(1) Office phone is answered after hours by an answering 
service that can contact the PCP or another designated 
medical practitioner and the PCP or designee is available to 
return the call within a maximum of thirty (30) minutes; 

(2) Office phone is answered after hours by a recording 
directing the Member to call another number to reach the 
PCP or another medical practitioner whom the Provider has 
designated to return the call within a maximum of thirty (30) 
minutes; and 

(3) Office phone is transferred after office hours to another 
location where someone will answer the phone and be able 
to contact the PCP or another designated medical 
practitioner within a maximum of thirty (30) minutes. 

 
B. Unacceptable: 

(1) Office phone is only answered during office hours; 
(2) Office phone is answered after hours by a recording that tells 

Members to leave a message; 
(3) Office phone is answered after hours by a recording that 

directs Members to go to the emergency room for any 
services needed; and 

(4) Returning after-hours calls outside of thirty (30) minutes. 
 

28.4 Provider Manual 

The Contractor shall prepare and issue a Provider Manual(s), including any 
necessary specialty manuals (e.g. Behavioral Health) to all network Providers.  
For newly contracted providers, the Contractor shall issue copies of the Provider 
Manual(s) within five (5) working days from inclusion of the provider in the 
network or provide online access to the Provider Manual and any changes or 
updates. 
 
Department shall approve the Provider Manual, and any updates to the Provider 
Manual, prior to publication and distribution to Providers.  Such approval is 
subject to Section 4.4 “Approval of Department.”  
 
All Provider Manuals shall be available in hard copy format and/or online. 
 
The Provider Manual and updates shall serve as a source of information to 
Providers regarding Covered Services, Contractor’s Policies and Procedures, 
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provider credentialing and recredentialing, including Member Grievances and 
Appeals, claims submission requirements, reporting fraud and abuse, prior 
authorization procedures, Medicaid laws and regulations, telephone access, the 
QAPI program, standards for preventive health services and other requirements 
when identified by the Contractor.  
 

28.5 Provider Orientation and Education 

The Contractor shall conduct initial orientation for all Providers within thirty (30) 
days after the Contractor places a newly contracted Provider on an active status.  
The Contractor shall ensure that all Providers receive initial and ongoing 
orientation in order to operate in full compliance with the Contract and all 
applicable Federal and Commonwealth requirements.  The Contractor shall use 
reasonable efforts to ensure that all Providers receive targeted education for 
specific issues identified by the Department. The Contractor shall maintain and 
make available upon request enrollment or attendance rosters dated and signed 
by each attendee or other written evidence of training of each Provider and their 
staff.  The Contractor shall ensure that Provider education includes:  Contractor 
coverage requirements for Medicaid services; policies or procedures and any 
modifications to existing services, reporting fraud and abuse; Medicaid 
populations/eligibility; standards for preventive health services; special needs of 
Members in general that affect access to and delivery of services; Advance 
Medical Directives; EPSDT services; Claims submission and payment 
requirements; special health/care management programs that Members may 
enroll in; cultural sensitivity; responding to needs of Members with mental, 
developmental and physical disabilities; reporting of communicable disease; the 
Contractors QAPI program; medical records review; EQRO and; the rights and 
responsibilities of both Members and Providers. The Contractor shall ensure that 
ongoing education is conducted relating to findings from the QAPI program when 
deemed necessary by either the Contractor or Department. 
 

28.6 Provider Educational Forums 

The Contractor shall participate in the Medicaid Provider Educational Forums 
held throughout the State as enhanced education efforts related to Medicaid 
managed care. The Cabinet for Health and Family Services (CHFS) and the 
Kentucky Department of Insurance (DOI) schedule forums for health care 
providers in each of the eight Medicaid regions.  The Contractor shall remit to the 
Department Ten Thousand ($10,000) Dollars at the start of each fiscal year 
under this Contract to support this outreach effort.  
 

28.7 Provider Maintenance of Medical Records 

The Contractor shall require their Providers to maintain Member medical records 
on paper or in an electronic format.  Member Medical Records shall be 
maintained timely, legible, current, detailed and organized to permit effective and 
confidential patient care and quality review. Complete Medical Records include, 
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but are not limited to, medical charts, prescription files, hospital records, provider 
specialist reports, consultant and other health care professionals’ findings, 
appointment records, and other documentation sufficient to disclose the quantity, 
quality, appropriateness, and timeliness of services provided under the Contract.  
The medical record shall be signed by the provider of service. 

The Member’s Medical Record is the property of the Provider who generates the 
record. However, each Member or their representative is entitled to one free copy 
of his/her medical record.  Additional copies shall be made available to Members 
at cost. Medical records shall generally be preserved and maintained for a 
minimum of five (5) years unless federal requirements mandate a longer 
retention period (i.e. immunization and tuberculosis records are required to be 
kept for a person’s lifetime).  

The Contractor shall ensure that the PCP maintains a primary medical record for 
each member, which contains sufficient medical information from all providers 
involved in the Member’s care, to ensure continuity of care. The medical chart 
organization and documentation shall, at a minimum, require the following: 

A. Member/patient identification information, on each page; 
B. Personal/biographical data, including date of birth, age, gender, 

marital status, race or ethnicity, mailing address, home and work 
addresses and telephone numbers, employer, school, name and 
telephone numbers (if no phone contact name and number) of 
emergency contacts, consent forms, identify language spoken and 
guardianship information; 

C. Date of data entry and date of encounter; 
D. Provider identification by name; 
E. Allergies, adverse reactions and any known allergies shall be noted 

in a prominent location; 
F. Past medical history, including serious accidents, operations, 

illnesses.  For children, past medical history includes prenatal care 
and birth information, operations, and childhood illnesses (i.e. 
documentation of chickenpox); 

G. Identification of current problems; 
H. The consultation, laboratory, and radiology reports filed in the 

medical record shall contain the ordering provider’s initials or other 
documentation indicating review; 

I. Documentation of immunizations pursuant to 902 KAR 2:060; 
J. Identification and history of nicotine, alcohol use or substance 

abuse; 
K. Documentation of reportable diseases and conditions to the local 

health department serving the jurisdiction in which the patient 
resides or Department for Public Health pursuant to 902 KAR 
2:020; 

L. Follow-up visits provided secondary to reports of emergency room 
care;  
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M. Hospital discharge summaries; 
N. Advanced Medical Directives, for adults; 
O. All written denials of service and the reason for the denial; and 
P. Record legibility to at least a peer of the writer.  Any record judged 

illegible by one reviewer shall be evaluated by another reviewer. 
 

A Member’s medical record shall include the following minimal detail for 
individual clinical encounters: 

 
A. History and physical examination for presenting complaints 

containing relevant psychological and social conditions affecting the 
patient’s medical/behavioral health, including mental health, and 
substance abuse status;  

B. Unresolved problems, referrals and results from diagnostic tests 
including results and/or status of preventive screening services 
(EPSDT) are addressed from previous visits 

C. Plan of treatment including: 
(1) Medication history, medications prescribed, including the 

strength, amount, directions for use and refills; and 
(2) Therapies and other prescribed regimen; and 
(3) Follow-up plans including consultation and referrals and 

directions, including time to return. 
  
A Member’s medical record shall include at a minimum for hospitals and mental 
hospitals:  
 

A. Identification of the beneficiary. 
B. Physician name.  
C. Date of admission and dates of application for and authorization of 

Medicaid benefits if application is made after admission; the plan of 
care (as required under 42 CFR 456.172 (mental hospitals) or 42 
CFR 456.70 (hospitals).  
Initial and subsequent continued stay review dates (described 
under 42 CFR 456.233 and 42 CFR 465.234 (for mental hospitals) 
and 42 CFR 456.128 and 42 CFR 456.133 (for hospitals) 

D. Reasons and plan for continued stay if applicable.  
E. Other supporting material the committee believes appropriate to 

include.  
F. For non-mental hospitals only:  

1. Date of operating room reservation.  
2. Justification of emergency admission if applicable. 

 
 

28.8 Advance Medical Directives 

The Contractor shall comply with laws relating to Advance Medical Directives 
pursuant to KRS 311.621 - 311.643 and 42 CFR Part 489, Subpart I and 42 CFR 
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422.128, 438.6 and 438.10 Advance Medical Directives, including living wills or 
durable powers of attorney for health care, allow adult Members to initiate 
directions about their future medical care in those circumstances where Members 
are unable to make their own health care decisions.  The Contractor shall, at a 
minimum, provide written information on Advance Medical Directives to all 
Members and shall notify all Members of any changes in the rules and 
regulations governing Advance Medical Directives within ninety (90) Days of the 
change and provide information to its PCPs via the Provider Manual and Member 
Services staff on informing Members about Advance Medical Directives.  PCPs 
have the responsibility to discuss Advance Medical Directives with adult 
Members at the first medical appointment and chart that discussion in the 
medical record of the Member. 

 
28.9  Provider Grievances and Appeals 

The Contractor shall implement a process to ensure that a Provider shall have 
the right to file an appeal with the Contractor regarding provider payment or 
contractual issues.  The Department on or by January 1, 2016, shall approve a 
standard Provider Grievance Form to be used by the Contractor to initiate its 
provider grievance process. Appeals received from Providers that are on the 
Member’s behalf for denied services with requisite consent of the Member are 
deemed Member appeals and not subject to this Section.  Contractor shall log 
Provider appeals. Appeals shall be recorded in a written record and logged with 
the following details: date, nature of Appeal, identification of the individual filing 
the Appeal, identification of the individual recording the appeal, disposition of the 
Appeal, corrective action required and date resolved.    Provider grievances or 
appeals shall be resolved and the Provider shall receive the resolution within 
thirty (30) calendar days.  If the grievance or appeal is not resolved within thirty 
(30) days, the Contractor shall request a fourteen (14) day extension from the 
Provider.  If the Provider requests the extension, the extension shall be approved 
by the Contractor.  The Contractor shall ensure that there is no discrimination 
against a Provider solely on the grounds that the Provider filed an Appeal or is 
making an informal Grievance.  The Contractor shall monitor and evaluate 
Provider Grievances and Appeals.  The Contractor shall submit monthly reports 
to the Department regarding the number, type and outcomes including final 
denials of Provider Grievances and Appeals as required in Appendix K. 
“Reporting Requirements and Reporting Deliverables.” A Provider does not 
have standing to request a State Fair Hearing.  
 

28.10   Department Review of Final Denials for Lack of Medical Necessity 

On or by January 1, 2016, the Department shall monitor and evaluate the 
Contractor’s final denials of Provider grievances or appeals where services were 
rendered and claims were submitted but were not paid due to the lack of 
“medical necessity” or where payment for emergency room claims were reduced 
for non-emergent use of the emergency room.  The Contractor shall provide for 
review as requested by the Department or its designated third-party vendor all 
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documentation and information submitted by the Provider and used by the 
Contractor in its grievance and appeal process to uphold the final denial, in an 
electronic format. A review is limited to only the information and documentation 
used by the Contractor to make the decision.  Additional information will not be 
considered.   
 
The third-party vendor shall have the records reviewed by medical professionals 
with the requisite expertise in the subject matter of the service rendered. The 
third-party vendor shall review the medical reports using the criteria required by 
this Contract.   The third-party reviewer shall report in writing to the Department 
the opinion of its experts as to whether the Contractor’s nonpayment for services 
rendered to Members due to lack of medical necessity or reduction in emergency 
room claims for non-emergent use of the emergency room displays a pattern 
deemed in violation of performance of its duties under this Contract to provide 
medically necessary Covered Services to its Members.  Such violation shall be 
subject to the enforcement provisions contained in Section 40.4 “Requirement 
of Corrective Action.” 
 

28.11  Other Related Processes 

The Contractor shall provide information specified in 42 CFR 438.10(g)(1) about 
the grievance system to all service providers and subcontractors at the time they 
enter into a contract. 

 
28.12   Release for Ethical Reasons 

The Contractor shall not require Providers to perform any treatment or procedure 
that is contrary to the Provider’s conscience, religious beliefs, or ethical principles 
in accordance with 42 CFR 438.102.  

The Contractor shall have a referral process in place for situations where a 
Provider declines to perform a service because of ethical reasons.  The Member 
shall be referred to another Provider licensed, certified or accredited to provide 
care for the individual service, or assigned to another PCP licensed, certified or 
accredited to provide care appropriate to the Member’s medical condition. 

A release for ethical reasons only applies to Contractor’s Network Providers; it 
does not apply to the Contractor. 

The Contractor shall not prohibit or restrict a Provider from advising a Member 
about his or her health status, medical care or treatment, regardless of whether 
benefits for such care are provided under the Contract, if the Provider is acting 
within the lawful scope of practice.   
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29.0 Provider Network 

29.1 Network Providers to Be Enrolled  

The Contract shall maintain, by written agreements, a network of Providers that 
consider the geographic location of Providers and its Members, the distance, 
travel time, the means of transportation ordinarily used by its Members, whether 
the location provides physical access for its Members with disabilities, and 
considers the numbers of network Providers who are not accepting new Medicaid 
patients.  
 
The Contractor’s Network shall include Providers from throughout the provider 
community. The Contractor shall comply with the any willing provider statute as 
described in 907 KAR 1:672 or as amended and KRS 304.17A-270. Neither the 
Contractor nor any of its Subcontractors shall require a Provider to enroll 
exclusively with its network to  provide Covered Services under this Contract as 
such would violate the requirement of 42 CFR Part 438 to provide Members with 
continuity of care and choice.  The Contractor shall enroll at least one (1) 
Federally Qualified Health Centers (FQHCs) into its network and at least one 
teaching hospital.   
 
In addition the Contractor shall enroll the following types of providers who are 
willing to meet the terms and conditions for participation established by the 
Contractor: physicians, psychiatrists, advanced practice registered nurses, 
physician assistants, free-standing birthing centers, dentists, primary care 
centers including, home health agencies, rural health clinics, opticians, 
optometrists, audiologists, hearing aid vendors, speech therapists, physical 
therapists, occupational therapists, private duty nursing agencies, pharmacies, 
durable medical equipment suppliers, podiatrists, renal dialysis clinics, 
ambulatory surgical centers, family planning providers, emergency medical 
transportation provider, non-emergency medical transportation providers as 
specified by the Department, other laboratory and x-ray providers, individuals 
and clinics providing Early and Periodic Screening, Diagnosis, and Treatment 
services, chiropractors, community mental health centers, psychiatric residential 
treatment facilities, hospitals (including acute care, critical access, rehabilitation, 
and psychiatric hospitals), local health departments, and providers of EPSDT 
Special Services.  The Contractor shall also enroll Psychologists, Licensed 
Professional Clinical Counselors, Licensed Marriage and Family Therapists, 
Licensed Psychological Practitioners, Behavioral Health Multi-Specialty Groups, 
Behavioral Health Services Organizations, Certified Family, Youth and Peer 
Support Providers, Licensed Clinical Social Workers, Targeted Case Managers, 
and other independently licensed behavioral health professionals. The Contractor 
may also enroll other providers, which meet the credentialing requirements, to 
the extent necessary to provide covered services to the Members.  Enrollment 
forms shall include those used by the Kentucky Medicaid Program as pertains to 
the provider type. The Contractor shall use such enrollment forms as required by 
the Department. 
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The Department will continue to enroll hospitals, nursing facilities, home health 
agencies, independent laboratories, preventive health care providers, FQHC, 
RHC and hospices.   The Medicaid provider file will be available for review by the 
Contractor so that the Contractor can ascertain the status of a Provider with the 
Medicaid Program and the provider number assigned by the Kentucky Medicaid 
Program.   
 
Providers performing laboratory tests are required to be certified under the CLIA.  
The Department will continue to update the provider file with CLIA information 
from the CASPER/QIES file formally known as OSCAR provided by the Centers 
for Medicare & Medicaid Services for all appropriate providers.  This will make 
laboratory certification information available to the Contractor on the Medicaid 
provider file. 
 
The Contractor shall have written policies and procedures regarding the selection 
and retention of Contractor’s Network.  The policies and procedures regarding 
selection and retention must not discriminate against providers who service high-
risk populations or who specialize in conditions that require costly treatment or 
based upon that Provider’s licensure or certification. 
 
If the Contractor declines to include individuals or groups of providers in its 
network, it shall give affected providers written notice of the reason for its 
decision. 
 
The Contractor must offer participation agreements with currently enrolled 
Medicaid providers who have received electronic health record incentive funds 
who are willing to meet the terms and conditions for participation established by 
the Contractor.  

 
29.2 Out-of-Network Providers 

The Department will provide the Contractor with an expedited enrollment process 
to assign provider numbers for providers not already enrolled in Medicaid for 
emergency situations only.   

29.3 Contractor’s Provider Network 

The Contractor may enroll providers in their network who are not participating in 
the Kentucky Medicaid Program.  Providers shall meet the credentialing 
standards described in Section 28.2 “Provider Credentialing and Re-
Credentialing of this Contract and be eligible to enroll with the Kentucky 
Medicaid Program.  A provider joining the Contractor’s Network shall meet the 
Medicaid provider enrollment requirements set forth in the Kentucky 
Administrative Regulations and in the Medicaid policy and procedures manual for 
fee-for-service providers of the appropriate provider type.  



106 
 

The Contractor shall provide written notice to Providers not accepted into the 
network along with the reasons for the non-acceptance. A provider cannot enroll 
or continue participation in the Contractor’s Network if the provider has active 
sanctions imposed by Medicare or Medicaid or SCHIP, if required licenses and 
certifications are not current, if money is owed to the Medicaid Program, or if the 
Office of the Attorney General has an active fraud investigation involving the 
Provider or the Provider otherwise fails to satisfactorily complete the 
credentialing process.  The Contractor shall obtain access to the National 
Practitioner Database as part of their credentialing process in order to verify the 
Provider’s eligibility for network participation.  Federal Financial Participation is 
not available for amounts expended for providers excluded by Medicare, 
Medicaid, or SCHIP, except for Emergency Medical Services. 

29.4 Enrolling Current Medicaid Providers 

The Contractor will have access to the Department Medicaid provider file either 
by direct on-line inquiry access, by electronic file transfer, or by means of an 
extract provided by the Department. The Medicaid provider master file is to be 
used by the Contractor to obtain the ten-digit provider number assigned to a 
medical provider by the Department, the Provider’s status with the Medicaid 
program, CLIA certification, and other information.  The Contractor shall use the 
Medicaid Provider number as the provider identifier when transmitting information 
or communicating about any provider to the Department or its Fiscal Agent The 
Contractor shall transmit a file of Provider data specified in this Contract for all 
credentialed Providers in the Contractor’s network on a monthly basis and when 
any information changes. 

29.5 Enrolling New Providers and Providers Not Participating in Medicaid 

A provider is not required to participate in the Kentucky Medicaid Fee-for-Service 
Program as a condition of participation with the Contractor’s Network but must be 
enrolled.  If a potential Provider has not had a Medicaid number assigned, the 
provider shall apply for enrollment with the Department and meet the Medicaid 
provider enrollment requirements set forth in the Kentucky Administrative 
Regulations and in the Medicaid policy and procedures manual for fee-for-service 
providers of the appropriate provider type.  When the Contractor has submitted 
the required data in the transmission of the provider file indicating inclusion in the 
Contractor’s Network, the Department will enter the provider number on the 
master provider file and the transmitted data will be loaded to the provider file.  
The Contractor will receive a report within two weeks of transactions being 
accepted, suspended or denied. 

All documentation regarding a provider’s qualifications and services provided 
shall be available for review by the Department or its agents at the Contractor’s 
offices during business hours upon reasonable advance notice. 
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29.6 Termination of Network Providers  

A. The Contractor shall terminate from participation any Provider who 
(i) engages in an activity that violates any law or regulation and 
results in suspension, termination, or exclusion from the Medicare 
or Medicaid program; (ii) has a license, certification, or accreditation 
terminated, revoked or suspended; (iii) has medical staff privileges 
at any hospital terminated, revoked or suspended; or (iv) engages 
in behavior that is a danger to the health, safety or welfare of 
Members.  

 The Department shall notify the Contractor of suspension, 
termination, and exclusion actions taken against Medicaid providers 
by the Kentucky Medicaid program within three (3) business days 
via e-mail.  The Contractor shall terminate the Provider effective 
upon receipt of notice by the Department.   

 The Contractor shall notify the Department of termination from 
Contractor’s network taken against a Provider under this subsection 
within three (3) business days via email.  The Contractor shall 
indicate in its notice to the Department the reason or reasons for 
which the PCP ceases participation. 

 The Contractor shall notify any Member of the Provider’s 
termination provided such Member has received a service from the 
terminated Provider within the previous six months.  Such notice 
shall be mailed within fifteen (15) days of the action taken if it is a 
PCP and within thirty (30) days for any other Provider.   

B. In the event a Provider terminates participation with the Contractor, 
the Contractor shall notify the Department of such termination by 
Provider within five business days via email.  In addition, the 
Contractor will provide all terminations monthly via the Provider 
Termination Report as referenced in Appendix K. ”Reporting 
Requirements and Reporting Deliverables.”  The Contractor 
shall indicate in its notice to the Department the reason or reasons 
for which the PCP ceases participation. 

 The Contractor shall notify any Member of the Provider’s 
termination provided such Member has received a service from the 
terminating Provider within the previous six months.  Such notice 
shall be mailed the later of the following:  (i) thirty (30) days prior to 
the effective date of the termination or (ii) within fifteen (15) days of 
receiving notice.   

C. The Contractor may terminate from participation any Provider who 
materially breaches the Provider Agreement with Contractor and 
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fails to timely and adequately cure such breach in accordance with 
the terms of the Provider Agreement. 

 
The Contractor shall notify any Member of the Provider’s 
termination provided such Member has received a service from the 
terminating Provider within the previous six months.  Such notice 
shall be mailed the later of the following:  (i) within fifteen (15) days 
of providing notice or (ii) thirty (30) days prior to the effective date of 
the termination.   

 
29.7 Provider Program Capacity Demonstration 

The Contractor shall assure that all covered services are as accessible to 
Members (in terms of timeliness, amount, duration, and scope) as the same 
services are available to commercial insurance members in the Medicaid Region; 
and that no incentive is provided, monetary or otherwise, to providers for the 
withholding from Members of medically-necessary services. The Contractor shall 
make available and accessible facilities, service locations, and personnel 
sufficient to provide covered services consistent with the requirements specified 
in this section. Emergency medical services shall be made available to Members 
twenty-four (24) hours a day, seven (7) days a week. Urgent care services by 
any provider in the Contractor's Program shall be made available within 48 hours 
of request. The Contractor shall provide the following: 

 
A. Primary Care Provider (PCP) delivery sites that are: no more than 

thirty (30) miles or thirty (30) minutes from Member residence in 
urban areas, and for Members in non-urban areas, no more than 
forty-five (45) minutes or forty-five (45) miles from Member 
residence; with a member to PCP (FTE) ratio not to exceed 1500:1; 
and with appointment and waiting times, not to exceed thirty (30) 
days from date of a Member’s request for routine and preventive 
services and forty-eight (48) hours for Urgent Care. 

B. If either the Contractor or a Provider (including Behavioral Health) 
requires a referral before making an appointment for specialty care, 
any such appointment shall be made within thirty (30) days for 
routine care or forty-eight (48) hours for Urgent Care.   

C. In addition to the above, the Contractor shall include in its network 
Specialists designated by the Department in no fewer number than 
twenty-five (25%) percent of the Specialists enrolled in the 
Department’s Fee-for-Service program by Medicaid Region; and 
include sufficient pediatric specialists to meet the needs of 
Members younger than twenty-one (21) years of age.  Access to 
Specialists shall not exceed sixty (60) miles or sixty (60) minutes.  
In the event there are less than five (5) qualified Specialists in a 
particular Medicaid Region, the twenty-five (25%) shall not apply to 
that Medicaid Region. 

D. Immediate treatment for any Emergency Medical Services or 
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Emergency Mental Health Disorder or Substance Abuse Disorder 
Services by a health provider that is most suitable for the type of 
injury, illness or condition, regardless of whether the facility is in 
Contractor’s Network. 

E. Access to Hospital care shall not exceed thirty (30) miles or thirty 
(30) minutes, except in non-urban areas where access may not 
exceed sixty (60) minutes, with the exception of Behavioral Health 
Services and physical rehabilitative services where access shall not 
exceed sixty (60) miles or sixty (60) minutes. 

F. Access for general dental services shall not exceed sixty (60) miles 
or sixty (60) minutes.   Any exceptions shall be justified and 
documented by the Contractor.  Appointment and waiting times 
shall not exceed three (3) weeks for regular appointments and forty 
eight (48) hours for urgent care. 

G. Access for general vision, laboratory and radiology services shall 
not exceed sixty (60) miles or sixty (60) minutes. Any exceptions 
shall be justified and documented by the Contractor.  Appointment 
and waiting times shall not exceed thirty (30) days for regular 
appointments and forty eight (48) hours for Urgent Care. 

H. Access for Pharmacy services, shall not exceed sixty (60) miles or 
sixty (60) minutes or the delivery site shall not be further than fifty 
(50) miles from the Member’s residence.  The Contractor is not 
required to provide transportation services to Pharmacy services. 

I. In addition to any Community Mental Health Center or Local Health 
Department which the Contractor has in its network, the Contractor 
shall include in its network Mental Health and Substance Abuse 
providers for both adults and children in no fewer number than fifty 
(50%) percent of the Mental Health and Substance Abuse providers 
enrolled in the Medicaid program by Medicaid Region to provide 
out-patient, intensive out-patient, substance abuse residential, case 
management, mobile crisis, residential crisis stabilization, assertive 
community treatment and peer support services.  In the event there 
are less than five (5) qualified Mental Health and Substance Abuse 
providers for both adults and children in a particular Medicaid 
Region, the fifty (50%) percent shall not apply to that Medicaid 
Region.  

J. The Department shall notify the Contractor and all other MCOs on 
contract with the Department when more than five (5%) percent of 
Emergency Room visits in a Medicaid Region, in a rolling three (3) 
month period, are determined to be a non-emergent visit.  The 
Contractor shall provide sufficient alternate sites for twenty-four 
(24) hour care and appropriate incentives to Members to reduce 
unnecessary Emergency Room visits so that the determination of 
non-emergent visits are reduced to no more than two (2%) percent 
in a rolling three (3) month period for that Medicaid Region.  The 
Contractor and all other MCOs shall provide such alternate sites or 
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incentives based upon the number of their respective members in 
the Medicaid Region.  
 

29.8 Additional Network Provider Requirements 

A.  The Contractor shall attempt to enroll the following Providers in its 
network as follows: 

 
1. Teaching hospitals; 
2. FQHCs and rural health clinics; 
3. The Kentucky Commission for Children with Special Health 

Care Needs; and 
4. Community Mental Health Centers  

 
If the Contractor is not able to reach agreement on terms and 
conditions with these specified providers, it shall submit to the 
Department, for approval, documentation which supports that 
adequate services and service sites as required in this Contract 
shall be provided to meet the needs of its Members without 
contracting with these specified providers.  Such approval is subject 
to Section 4.4 “Approval of Department.”  

 
B.   In consideration of the role that Department for Public Health, which 

contracts with the local health departments, plays in promoting 
population health of the provision of safety net services, the 
Contractor shall offer a participation agreement to the Department 
of Public Health for local health department services.  Such 
participation agreement shall include, but not be limited to, the 
following provisions: 

 
1. Coverage of the Preventive Health Package pursuant to 907 

KAR 1:360. 
2. Provide reimbursement at rates commensurate with those 

provided under Medicare. 
 

The Contractor may also include any charitable providers which 
serve Members in the Contractor Region, provided that such 
providers meet credentialing standards. 

 
C.  The Contractor shall demonstrate the extent to which it has 

included providers who have traditionally provided a significant 
level of care to Medicaid Members.  The Contractor shall have 
participating providers of sufficient types, numbers, and specialties 
to assure quality and access to health care services as required for 
the Quality Improvement program as outlined in Management 
Information Systems. If the Contractor is unable to contract with 
the providers listed in this subsection, it shall submit to the 
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Department, for approval, documentation which supports that 
adequate services and service sites as required in the Contract 
shall be available to meet the needs of its Members.  Such 
approval is subject to Section 4.4 “Approval of Department.”   

 
29.9 Provider Network Adequacy 

The Contractor shall submit information in accordance with Appendix L. “MCO 
Provider Network File Layout” that demonstrates that the Contractor has an 
adequate network that meets the Department’s standards in Section 29.7 
“Provider Program Capacity Demonstration.” The Contractor shall notify the 
Department, in writing, of any anticipated network changes that may impact 
network standards as defined herein.   
 
The Contractor shall update this information to reflect changes in the Contractor’s 
Network monthly.  Unless the request is as a result of a determination under 
Section 29.10 “Expansion and/or Changes in the Network” that the Contractor 
is not in compliance with the access standards, the Contractor shall have thirty 
(30) days to produce documentation on changes to its Network. 

 
29.10 Expansion and/or Changes in the Network 

If at any time, the Contractor or the Department determines that its Contractor 
Network is not adequate to comply with the access standards specified above for 
95% of its Members, the Contractor or Department shall notify the other of this 
situation and within fifteen business (15) days the Contractor shall submit a 
corrective action plan to remedy the deficiency.  Providers in the Contractor’s 
Network who will not accept Medicaid Members shall not be included in the 
assessment as to whether the Contractor’s Network is adequate to comply with 
access standards. The corrective action plan shall describe the deficiency in 
detail, including the geographic location where the problem exists, and identify 
specific action steps to be taken by the Contractor and time-frames to correct the 
deficiency. 

In addition to expanding the service delivery network to remedy access 
problems, the Contractor shall also make reasonable efforts to recruit additional 
providers based on Member requests.  When Members ask to receive services 
from a provider not currently enrolled in the network, the Contractor shall contact 
that provider to determine an interest in enrolling and willingness to meet the 
Contractor’s terms and conditions.   

29.11   Provider Electronic Transmission of Data 

The Contractor shall transmit any additions or changes to the Contractor’s 
Network as specified in Appendix L. “MCO Provider Network File Layout”.” 
Encounter Record containing provider numbers that are not on the Medicaid 
master provider file will not be accepted.   
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29.12   Provider System Specifications and Data Definitions 

Appendix L. “MCO Provider Network File Layout” contains the file layouts, 
data element definitions, and other information relevant to maintenance of the 
provider file by Contractor. 

29.13 Maintaining Current Provider Network Information for Members 

In addition to providing changes to the Provider Network to the Department, the 
Contractor shall ensure that all changes to the Provider Network are 
communicated to Members within ten (10) business days of such change.  
Correcting the Provider Files maintained by the Contractor on its website within 
ten (10) business days of such changes shall be deemed in compliance with this 
provision.  

 
29.14   Cultural Consideration and Competency 

The Contractor shall participate in the Department’s effort to promote the delivery 
of services in a culturally competent manner to all Members, including those with 
limited English proficiency and diverse cultural and ethnic backgrounds. The 
Contractor shall address the special health care needs of its members needing 
culturally sensitive services. The Contractor shall incorporate in policies, 
administration and service practice the values of: recognizing the Member’s 
beliefs; addressing cultural differences in a competent manner; fostering in staff 
and Providers attitudes and interpersonal communication styles which respect 
Member’s cultural background. The Contractor shall communicate such policies 
to Subcontractors.  

30.0 Provider Payment Provisions 

30.1 Claims Payments 

The Contractor shall only accept from providers the uniform claim forms 
approved by the Department and completed according to Department guidelines.  

30.2 Prompt Payment of Claims 

In accordance with the Balanced Budget Act (BBA) Section 4708, the Contractor 
shall implement Claims payment procedures that ensure 90% of all Provider 
Claims, including to I/T/Us, for which no further written information or 
substantiation is required in order to make payment are paid or denied within 
thirty (30) days of the date of receipt of such Claims and that 99% of all Claims 
are processed within ninety (90) days of the date of receipt of such Claims. In 
addition, the Contractor shall comply with the Prompt-Pay statute, codified within 
KRS 304.17A-700-730, as may be amended, and KRS 205.593, and KRS 
304.14-135 and KRS 304.99-123, as may be amended. The date of receipt is the 
date the MCE receives the claim, as indicated by its date stamp on the claim or 
other notation as appropriate to the medium used to file a claim and the date of 
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payment is the date of the check or other form of payment. 
 

The Contractor shall, notify the requesting provider of any decision to deny a 
Claim, or to authorize a service in an amount, duration, or scope that is less than 
requested.  

Any conflict between the BBA and Commonwealth law will default to the BBA 
unless the Commonwealth requirements are stricter. 

30.3 Payment to Out-of-Network Providers 

The Contractor shall reimburse Out-of-Network Providers in accordance with 
Section 30.1 “Claims Payments” for the following Covered Services:  

A. Specialty care for which the Contractor has approved a 
authorization for the Member to receive services from an Out-of-
Network Provider; 

B. Emergency Care that could not be provided by the Contractor’s 
Network Provider because the time to reach the Contractor’s 
Network Provider would have resulted in risk of serious damage to 
the Member’s health;  

C. Services provided for family planning; and  
D. Services for children in Foster Care. 

 
The above listed Covered Services shall be reimbursed at no more than 100 
percent of the Medicaid fee schedule/rate.   
 

30.4 Payment to Providers for Serving Dual Eligible Members 

The Contractor shall coordinate benefits for Dual Eligible Members by paying the 
lesser amount of: 

 
A. The Contractor’s allowed amount minus the Medicare payment, or  
B. The Medicare co-insurance and deductible up to Contractor’s 

allowed amount.   
 

In the event that Medicaid does not have a price for codes included on a 
crossover claim then the entire Medicare coinsurance and deductible shall be 
paid by the Contractor. The Contractor shall further assist Dual Eligible Members 
in coordination of benefits required under Section 4.3 “Delegations of 
Authority.”   
 

30.5 Payment of Federally Qualified Health Centers (“FQHC”) and Rural Health Clinics 
(“RHC”) 

The Contractor shall assure that payment for services provided to FQHCs and 
RHCs is not less than the level and amount of payment the Contractor would 
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make for the services if the services were furnished by other clinic or primary 
care Providers. The Department shall reimburse, by making payments directly to 
FQHCs and RHCs, the difference if the rate is less than the amount paid under 
Kentucky’s established prospective payment system (PPS) rate for the federally 
certified facilities.  

 
The Contractor shall report to the Department within forty-five (45) calendar days 
of the end of each quarter the total amount paid to each FQHC and RHC per 
month. The report shall include the provider number, name, total number of paid 
claims per month, total amount paid by Contractor, and any adjustments.  

 
30.6 Commission for Children with Special Needs 

The case management and care coordination needs of the medically fragile 
children serviced by the Commission for Children with Special Needs must be 
recognized by the Contractor in that a special payment rate shall be developed 
for the Commission by a process of negotiation between the Contractor and the 
Commission.  The rate to be established shall be not less than seventy-eight (78) 
percent of the Medicaid allowable cost based on the most recent available cost 
report of the Commission and shall be subject to negotiation at annual intervals. 
 

30.7 Payment of Teaching Hospitals 

In establishing payments for teaching hospitals in its Contractor’s Network, the 
Contractor shall recognize costs for graduate medical education, including 
adjustments required by KRS 205.565 and 907 KAR 1:825. 

30.8 Intensity Operating Allowance  

The Department acknowledges and agrees that Contractor is subject to the 
legislatively mandated intensity operating allowance and hospital rate increase. 
Contractor shall receive capitation payments that reflect these mandated items. 
(See 907 KAR 10:825) 

 
30.9 Urban Trauma  

The Contractor shall agree that payment for Urban Trauma Center amount is 
contingent upon the Commonwealth's receipt of the necessary state matching 
funds from the Urban Trauma Provider to support such payment and shall so do 
in a manner necessary to meet all federal requirements governing such 
transactions. (See 907 KAR 10:825) 

 
30.10 Critical Access Hospitals 

The Contractor shall reimburse Critical Access Hospitals at rates that are at least 
equal to those established by CMS for Medicare reimbursement to a critical 
access hospital in accordance with 907 KAR 10:815. 
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30.11  Supplemental Payments  

The Department and Contractor recognize the Department’s desire to provide 
enhanced reimbursement to provider entities through supplemental payments in 
order to preserve the ability of the provider entities to provide essential services 
to Commonwealth residents. 
 
The Department currently makes supplemental payments in addition to 
adjudicated claims payments to a number of provider entities.  Those categories 
of providers receiving supplemental payments are as follows: 

 Intensity Operating Allowance for Pediatric Teaching hospitals  
 A State Designated Urban Trauma Center  
 State Owned or Operated University Teaching Hospital 

Faculty 
 Psychiatric Access Supplement to a Designated Psychiatric 

Hospital 
 

Descriptions of these payments are found in other sections of the contract.  State 
owned or operated university teaching hospitals include a hospital operated by a 
related party organization as defined in 42 CFR 413.17, which is operated as part 
of an approved School of Medicine or Dentistry. 
 
Contractor is required to make monthly supplemental payments to the specified 
providers on or before the last business day of the month of service for which 
capitation is paid. The payment shall be the amount specified   for each 
respective provider entity multiplied by the Contractor’s share of monthly 
enrollment by region and by rate cell as calculated by the Department and 
reported to the Contractor. 
 
The Department shall provide the detailed amounts by provider entity upon 
contractor request. In addition, July 1 of each year under this Contract, the 
Department shall provide the Contractor with the adjusted supplemental 
payments increase, if any, and the Department shall provide the Contractor with 
an adjusted capitation rate in order to pay this increase. 
 
The Contractor agrees, upon the request of the Department, to submit to the 
Department claims-level cost data for payment verification purposes. Contractor 
will work with the Department to assure that information is provided to allow for 
provider entities to remit the state matching portion of the payments to the 
Department, as applicable. 

 
31.0 Covered Services 

31.1 Medicaid Covered Services 

The Contractor shall provide Covered Services in an the amount, duration, and 
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scope that is no less than the amount, duration, and scope furnished Medicaid 
recipients under fee-for-service program; that are reasonably be expected to 
achieve the purpose for which the services are furnished; enables the Member to 
achieve age-appropriate growth and development; and enables the Member to 
attain, maintain, or regain functional capacity. The Contractor shall not arbitrarily 
deny or reducing the amount, duration, or scope of a required service solely 
because of the diagnosis, type of illness, or condition.  
 
The contractor may establishing measures that are designed to maintain quality 
of services and control costs and are consistent with its responsibilities to 
Members; may place appropriate limits on a service on the basis of criteria 
applied under the Medicaid State Plan, and applicable regulations, such as 
medical necessity; and place appropriate limits on a service for utilization control, 
provided the services furnished can reasonably be expected to achieve their 
purpose. 
 

 
The Contractor shall provide, or arrange for the provision of Covered Services to 
Members in accordance with the state Medicaid plan, state regulations, and 
policies and procedures applicable to each category of Covered Services.   The 
Contractor shall ensure that the care of new enrollees is not disrupted or 
interrupted.  The Contractor shall ensure continuity of care for new Members 
receiving health care under fee for service prior to enrollment in the Plan.  
Appendix H. “Covered Services” shall serve as a summary of currently 
Covered Services that the Contractor shall be responsible for providing to 
Members. However, it is not intended, nor shall it serve as a substitute for the 
more detailed information relating to Covered Services which is contained in the 
State Medicaid Plan, applicable administrative regulations governing Kentucky 
Medicaid services and individual Medicaid program services manuals 
incorporated by reference in the administrative regulations. 
 
After the Execution Date, to the extent a new or expanded Covered Service is 
added by the Department to Contractor’s responsibilities under this Contract, 
(“New Covered Service”) the financial impact of such New Covered Service will 
be evaluated from an actuarial perspective by the Department, and Capitation 
Rates to be paid to Contractor hereunder will be adjusted, if necessary, 
accordingly to Sections 11.2 “Rate Adjustments” and 41.3 “Amendments”. The 
determination that a Covered Service is a New Covered Service is at the 
discretion of the Department.  At least ninety (90) days before the effective date 
of the addition of a New Covered Service, the Department will provide written 
notice to Contractor of any such New Covered Service and any adjustment to the 
Capitation Rates herein as a result of such New Covered Service.  This notice 
shall include: (i) an explanation of the New Covered Service; (ii) the amount of 
any adjustment to Capitation Rates herein as a result of such New Covered 
Service; and (iii) the methodology for any such adjustment. 
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The Contractor may provide, or arrange to provide, services in addition to the 
services described above provided quality and access are not diminished, the 
services are Medically Necessary health services and cost-effective.  The cost 
for these additional services shall not be included in the Capitation Rate.  The 
Contractor shall notify and obtain approval from Department for any new services 
prior to implementation.  The Contractor shall notify the Department by 
submitting a proposed plan for additional services and specify the level of 
services in the proposal.  
 
Any Medicaid service provided by the Contractor that requires the completion of 
a specific form (e.g., hospice, sterilization, hysterectomy, or abortion), the form 
shall be completed according to the appropriate Kentucky Administrative 
Regulation (KAR). The Contractor shall require its Subcontractor or Provider to 
retain the form in the event of audit and a copy shall be submitted to the 
Department upon request. 

 
The Contractor shall not prohibit or restrict a Provider from advising a Member 
about his or her health status, medical care, or treatment, regardless of whether 
benefits for such care are provided under the Contract, if the Provider is acting 
within the lawful scope of practice.  
 
If the Contractor is unable to provide within its network necessary Covered 
Services, it shall timely and adequately cover these services out of network for 
the Member for as long as Contractor is unable to provide the services in 
accordance with 42 CFR 438.206. The Contractor shall coordinate with out-of-
network providers with respect to payment. The Contractor will ensure that cost 
to the Member is no greater than it would be if the services were provided within 
the Contractor’s Network. 
 
A Member who has received Prior Authorization from the Contractor for referral 
to a specialist physician or for inpatient care shall be allowed to choose from 
among all the available specialists and hospitals within the Contractor’s Network, 
to the extent reasonable and appropriate.  

 
31.2 Direct Access Services 

The Contractor shall make Covered Services available and accessible to 
Members as specified in this Contract. The Contractor shall routinely evaluate 
Out-of-Network utilization and shall contact high volume providers to determine if 
they are qualified and interested in enrolling in the Contractor’s network.  If so, 
the Contractor shall enroll the provider as soon as the necessary procedures 
have been completed.  When a Member wishes to receive a direct access 
service or receives a direct access service from an Out-of-Network Provider, the 
Contractor shall contact the provider to determine if it is qualified and interested 
in enrolling in the network.  If so, the Contractor shall enroll the provider as soon 
as the necessary enrollment procedures have been completed.  
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The Contractor shall ensure direct access and may not restrict the choice of a 
qualified provider by a Member for the following services within the Contractor’s 
Network: 

A. Primary care vision services, including the fitting of eye-glasses, 
provided by ophthalmologists, optometrists and opticians; 

B. Primary care dental and oral surgery services and evaluations by 
orthodontists and prosthodontists; 

C. Voluntary family planning in accordance with federal and state laws 
and judicial opinion; 

D. Maternity care for Members under eighteen (18) years of age; 
E. Immunizations to Members under twenty-one (21) years of age; 
F. Sexually transmitted disease screening, evaluation and treatment; 
G. Tuberculosis screening, evaluation and treatment; 
H. Testing for Human Immunodeficiency Virus (HIV), HIV-related 

conditions, and other communicable diseases as defined by 902 
KAR 2:020; 

I. Chiropractic services; and 
J. Women’s health specialists. 

 
The Contractor shall ensure direct access and may not restrict the Member’s 
access to services in accordance with 42 CFR 438 and applicable state statutes 
and regulations. 

 
31.3 Second Opinions 

At the Member’s request, the Contractor shall provide for a second opinion 
related to surgical procedures and diagnosis and treatment of complex and/or 
chronic conditions, within the Contractor’s network, or arrange for the Member to 
obtain a second opinion outside the network without cost to the Member.  The 
Contractor shall inform the Member, in writing, at the time of Enrollment of the 
Member’s right to request a second opinion. 

31.4 Billing Members for Covered Services 

The Contractor and its Providers and Subcontractors shall not bill a Member for 
Medically Necessary Covered Services with the exception of applicable co-pays 
or other cost sharing requirements provided under this contract.  Any Provider 
who knowingly and willfully bills a Member for a Medicaid Covered Service shall 
be guilty of a felony and upon conviction shall be fined, imprisoned, or both, as 
defined in Section 1128B(d)(1) 42 U.S.C. 1320a-7b of the Social Security Act. 
This provision shall remain in effect even if the Contractor becomes insolvent. 

However, if a Member agrees in advance in writing to pay for a Non-Medicaid 
covered service, then the Contractor, the Contractor’s Provider, or Contractor’s 
Subcontractor may bill the Member. The standard release form signed by the 
Member at the time of services does not relieve the Contractor, Providers and 
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Subcontractors from the prohibition against billing a Medicaid Member in the 
absence of a knowing assumption of liability for a Non-Medicaid covered Service. 
The form or other type of acknowledgement relevant to Medicaid Member liability 
must specifically state the services or procedures that are not covered by 
Medicaid. 

31.5 Referrals for Services not Covered by Contractor  

When it is necessary for a Member to receive a Medicaid service that is outside 
the scope of the Covered Services provided by the Contractor, the Contractor 
shall refer the Member to a provider enrolled in the Medicaid fee-for-service 
program.  The Contractor shall have written policies and procedures for the 
referral of Members for Non-Covered Services that shall provide for the transition 
to a qualified health care provider and, where necessary, assistance to Members 
in obtaining a new Primary Care Provider.  The Contractor shall submit any 
desired changes to the established written referral policies and procedures to the 
Department for review and approval subject to Section 4.4 “Approval of 
Department.” 

 
31.6 Interface with State Behavioral Health Agency  

A. Contractor’s Behavioral Health Director or designee will meet with 
the Department and DBHDID monthly to discuss State Mental 
Health  Authority and Single State (substance abuse) Agency 
(SSA) protocols, rules and regulations including but not limited to: 

 
(1) Serious Mental Illness (SMI) and Serious Emotional 

Disturbance (SED) operating definitions 
(2) Other priority populations 
(3) Targeted Case Management, Community Support 

Associate, and Peer Support provider certification training 
and process 

(4) Satisfaction survey requirements 
(5) Priority training topics (e.g. trauma-informed care, suicide 

prevention, co-occurring disorders, evidence-based 
practices) 

(6) Behavioral health services hotline 
(7) Behavioral health crisis services (referrals; emergency, 

urgent and routine care) 
 

B. Contractor will coordinate: 
 

(1) Member education process for individuals with serious 
mental illnesses (SMI) and children and youth with serious 
emotional disturbances (SED) with the Department.  
Contractor will provide the Department and DBHDID with 
proposed materials and protocols.   
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(2) With the Department, DBHDID and CMHCs a process for 
integrating Behavioral Health Services’ hotlines with 
processes planned by the Contractor to meet system 
requirements.   

(3) With the Department on establishing collaborative 
agreements with state operated or state contracted 
psychiatric hospitals, as well as with other Department 
facilities that individuals with co-occurring behavioral health 
and developmental and intellectual disabilities (DID) use.   

 
31.7 Provider-Preventable Diseases 

The Contractor shall not pay a Provider for provider-preventable conditions that 
meet the following criteria: 
 

A. Is identified in the State Medicaid plan; 
B. Has been found by the Department, based upon a review of 

medical literature by qualified professionals, to be reasonably 
preventable through the application of procedures supported by 
evidence-based guidelines; 

C. Has a negative consequence for the Member;  
D. Is auditable; and 
E. Includes, at a minimum, wrong surgical or other invasive procedure 

performed on a patient; surgical or other invasive procedure 
performed on the wrong body part; surgical or other invasive 
procedure performed on the wrong patient. 

 
The Contractor shall require all Providers to report provider-preventable 
conditions associated with claims for payment or Member treatments for which 
payment would otherwise be made. The Contractor shall report all identified 
provider-preventable conditions in a form or frequency as specified by the 
Department.   

 
32.0 Pharmacy Benefits 

32.1 Pharmacy Requirements 

The Contractor shall administer pharmacy benefits in accordance with this 
section, other requirements specified in this contract, and in accordance with all 
applicable State and Federal laws and regulations.  Pharmacy benefit 
requirements shall include, but not be limited to: 

 
A. State-of-the-art, online and real-time rules-based point-of-sale 

(POS) Claims processing services with prospective drug utilization 
review (ProDUR); 

B. An accounts receivable process; 
C. Retrospective drug utilization review (RetroDUR) services; 
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D. Formulary and non-formulary services, including but not limited to, 
prior authorization (PA) services, an appeals process, Preferred 
Drug List (PDL), and a Pharmacy and Therapeutics Committee 
Meeting (P&T);  

E. Pharmacy Provider relations and education, and call center 
services (member and provider), in addition to provider services 
specified elsewhere;  

F. Seamless interfaces with the information systems of the 
Department and as needed, any related vendors;  

G. Claims payment services; 
H. The Contractor shall maintain, through an online system, 

appropriate accounts receivable (AR) records for the Department to 
systematically track adjustments, recoupments, manual payments, 
and other required identifying AR and claim information; 

I. Reporting and analysis to assist in monitoring and managing the 
pharmacy program and ensuring compliance with all Federal and 
State requirements;  

J. Coverage for all drugs for which a federal rebate is available per 42 
USC § 1396r-8 unless otherwise directed by the Department;  

K. All hand-written or computer generated/printed Medicaid 
prescriptions shall require at least one (1) approved tamper-
resistant feature to prevent copying; modification or erasure; or 
counterfeiting. This requirement does not pertain to prescriptions 
received by fax, telephone, or electronically; and 

L. The Contractor shall also assist the Department by participating in 
and providing support during internal and external audits, including 
CMS certification of the Kentucky MEMS. 

 
32.2 Preferred Drug List 

The Contractor shall maintain a preferred drug list (PDL) and make information 
available to pharmacy Providers and Members, including the co-pay tiers and 
other information as necessary.  Some Members are not subject to co-payments, 
as defined in 907 KAR 1:604. The Contractor shall provide information to its 
pharmacy and prescribing Providers regarding the PDL for Members via posting 
on the web and other relevant means of communication.  The PDL shall be 
updated by the Contractor throughout the year and shall reflect changes in the 
status of a drug or add or delete drugs, as required. 
 

32.3 Pharmacy and Therapeutics Committee 

The Contractor shall utilize a Pharmacy and Therapeutics Committee (P&T 
Committee) in accordance with KAR Title 907.  The P & T Committee shall meet 
in Kentucky periodically throughout the calendar year as necessary and make 
recommendations to the Contractor for changes to the PDL or drug formulary.  
The P & T Committee shall be considered an advisory committee to a public 
body and thereby making it subject to the Open Meetings Law KRS 61.800 to 
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61.850. The Contractor shall give prior notice to the Department of the time, date 
and location of the P & T Committee meetings. The Contractor shall make every 
reasonable effort to ensure that meeting dates and times for the P&T Committee 
do not conflict with the meeting times for other MCO P&T Committees or with the 
FFS P&T Committee to allow for appropriate attendance and travel for interested 
parties and the Department’s pharmacy staff. The final decisions are to be 
posted to the Department’s website, as well as a website maintained by the 
Contractor. 
 

32.4 Pharmacy Point of Sale and Claims Payment 

The Contractor shall process, adjudicate, and pay pharmacy claims for Members 
via an online real-time POS system, including voids and full or partial 
adjustments.  The source of the claims may be enrolled, network pharmacy 
Providers. All claims adjudicated as payable shall be for eligible Members, to 
enrolled providers, for approved services, and in accordance with the payment 
rules and other policies, regulations, and statutes of the Department. 
 
The Contractor shall maintain ProDUR review edits and apply these edits at the 
POS.  The Contractor shall also provide the ability to process claims on batch 
electronic media and paper claims submitted directly for processing. Paper 
claims may include, but not be limited to, those submitted in situations when a 
member has to visit an out-of-state pharmacy in an emergency. Paper claims 
shall be submitted on the Universal Claim Form (UCF) version D.0. Claims (837) 
and Remittance Advices (R/A) (835) shall use the American National Standards 
Institute (ANSI) X12 Electronic Data Interface (EDI) standard required for HIPAA 
compliance. 
 
The Contractor shall: 
 

A. Ensure the POS system satisfies the functional and informational 
requirements of Kentucky’s Medicaid Pharmacy Program by: 
(1) Supporting the POS function for claims submissions by 

pharmacies twenty-four (24) hours per day, three hundred 
and sixty-five (365) days per year (except for scheduled and 
approved downtime). 

(2) Providing the ability to apply an ICN to each claim and its 
supporting documentation, regardless of submission format. 
This unique number is used to cross reference the ICN for 
tracking, claims, research, reconciliation, or audit purposes. 

(3) Ensuring appropriate HIPAA safeguards are in place to 
protect the confidentiality of client information. 

(4) Ensuring the system is capable of adding, changing, or 
removing claim adjudication processing rules to 
accommodate State and Federal required changes to the 
Pharmacy Program within sixty (60) days, unless otherwise 
approved. 



123 
 

 
B. Process, adjudicate, and pay Kentucky Medicaid pharmacy claims, 

including voids and full or partial adjustments, via an online, real-
time POS system by: 
(1) Using the specified current National Council for Prescription 

Drug Program (NCPDP) format. Required updates to this format 
will be at no cost to the Department. 

(2) Identifying and denying claims that contain invalid provider 
numbers. This includes cases where the Taxonomy/National 
Provider Identifier (NPI)/Provider number is missing or is invalid. 
Claims containing errors shall be returned to the originating 
provider. 

(3) Identifying prescribers on all pharmacy claims by their specific 
NPI; Drug Enforcement Administration (DEA) numbers, 
Taxonomy, or any other identifying number as required by 
CHFS, the Department, or HIPPA shall be captured by the 
provider files. 

(4) The system shall have the functionality to process claims 
requiring International Classification of Diseases Ninth Revision 
(ICD-9) and International Classification of Diseases Tenth 
Revision (ICD-10) codes when available. ICD-9 functionality 
shall be maintained for the duration of the contract. 

 
C. Pay ninety-five percent (95%) of all clean claims submitted by 

network and non-network pharmacy providers within twenty-one 
(21) calendar days of receipt and one hundred percent (100%) of 
all claims in thirty (30) calendar days. 
(1) The term "pay" means either send the provider cash or cash 

equivalent in full satisfaction of the clean claim, or give the 
provider a credit against any outstanding balance owed by 
that provider to the Contractor. 

(2) The term “clean claim” means a properly completed claim 
approved for payment, paper or electronic. In addition, a 
clean claim for pharmacists shall consist of a universal claim 
form and data set approved by the NCPDP. 

(3) Resubmission of a claim with further information and/or 
documentation shall constitute a new claim for purposes of 
establishing the time frame for claims processing. 

 
32.5 Pharmacy Rebate Administration 

The Affordable Care Act requires states to collect CMS level rebates on all 
Medicaid MCO utilization.  In order for the Department to comply with this 
requirement the Contractor shall be required to submit NDC level information on 
drugs and diabetic supplies, including J-code conversions consistent with CMS 
requirements. The Department or its designated contractor will provide this 
claims level detail to manufacturers to assist in dispute resolutions.  However, 
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since the Department is not the POS Claims processor, resolutions of unit 
disputes are dependent upon cooperation of the Contractor.  The Contractor 
shall assist the Department in resolving drug rebate disputes with the 
manufacture.  The Contractor also shall be responsible for rebate administration 
for pharmacy services provided through other settings such as physician 
services. The Contractor shall maintain the systems capability and methodology 
to appropriately identify 340B claims in real time, prospectively, and 
retrospectively to avoid duplicate discounts and to support all Department based 
efforts and initiatives for 340B claim identification at a claim level of detail. 
 

32.6 Pharmacy Prior Authorizations 

A.   The Contractor shall: 
 

(1) Develop clinical PA review criteria; 
(2) Ensure all review criteria are easily understood and widely 

available to Providers through various media; 
(3) Develop a plan for administering the PA program that 

doesn’t unduly disrupt a Member’s access to care; 
(4) Ensure that all PAs conducted via telephone meet the 

service and quality standards required by this Contract; 
(5) Ensure that PAs are based on national standards;  
(6) The Contractor’s Grievance and Appeal procedure required 

by this Contract shall be available for prescribing and 
pharmacy Providers that wish to challenge a drug PA denial. 
The Grievance and Appeal procedure for such PA denials 
shall ensure decisions are communicated to the requesting 
Provider within twenty-four (24) hours from the initial 
request; 

(7) Document all PA activities and decisions in the Contractor’s 
online pharmacy case management system. This information 
shall be available for immediate review at the Department’s 
request or other timeframe specified by the Department. 

 
B.    A Member is entitled to drug(s) prescribed by a prescribing Provider 

when any of the following criteria are met: 
 

(1) Prescribed drug(s) are on the PDL, subject to obtaining a PA 
if required. 

(2) PA is obtained if needed prior to the dispensing of the 
drug(s). 

(3) Therapeutic substitution is made when authorized by the 
prescribing Provider, subject to obtaining a PA if required.  

 
In the event the prescription is for a non-preferred drug and the pharmacist 
cannot reach the prescribing physician or the Contractor or its agent for approval 
and the pharmacist deems it necessary, a seventy-two (72) hour emergency 
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supply shall be provided. If the physician prescribed an amount of the drug that is 
less than a seventy-two (72) hour supply but is packaged so that it must be 
dispensed intact, the pharmacist may dispense the packaged drug and the 
Contractor shall pay for it even if it exceeds a seventy-two (72) hour supply.  The 
Contractor shall instruct pharmacy Providers how to perform the override in the 
NCPDP environment of the POS pharmacy claims processing system.  

 
32.7 Maximum Allowable Cost 

The Contractor shall establish and maintain a generic drug Maximum Allowable 
Cost (MAC) program in order to promote generic utilization and cost 
containment, subject to approval by the Department. The Contractor shall update 
MAC and other pricing benchmarks on a schedule at least as consistent as is 
required by CMS for Medicare Part D plans found at 42 CFR 423.505(b)(21).  

 
32.8 Specialty Pharmacy and Pharmacy Drugs 

The Contractor will comply with industry standards for the management of 
specialty pharmacy drugs.  Characteristics of specialty drugs may include the 
following: 
 

A. Drugs that are used to treat and diagnose rare or complex 
diseases;  

B. Drugs that require close clinical monitoring and management;  
C. Drugs that frequently require special handling;   
D. Drugs of a high dollar amount for a standard dosage; or 
E. Drugs that may have limited access or distribution. 

The Contractor may establish a Specialty Pharmacy Network, subject to any 
willing provider specifications outlined in Kentucky regulations.  The Contractor’s 
criteria for network participation shall be readily available. 
 

32.9 Pharmacy Call Center Services 

The Contractor shall operate a toll-free call center twenty-four (24) hours a day, 
three-hundred and sixty-five (365) days per year for access by pharmacies and 
physicians/prescribers.  The call center shall provide access to registered 
pharmacists during all hours of operation to respond to pharmacy related 
questions that require clinical intervention and to handle reconsideration requests 
for prior authorizations.  The call center shall process PA requests received from 
prescribers by facsimile, telephone, electronic or web, or postal service mail. In 
accordance with OBRA 1990 mandate the Contractor shall process PA request 
within twenty-four (24) hours from initial request including weekends.  
 
The pharmacy call center shall include management call tracking and reporting 
capability. The management tracking system shall retain information taken on 
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each call and be retrievable using personal information for the individual from 
whom the call was received and made available to the Department upon request.  
The Department may monitor the call center through review of statistical reports, 
telephone calls, or onsite visits. 
 
Call Center capabilities shall include: 

A. Producing an electronic record to document all calls. 
B. Providing a complete record of communication to the call line from 

providers and other parties. 
C. Providing an escalation procedure whereby a caller not satisfied 

with the response received may pursue a resolution. 
D. Ensuring compliance with HIPAA confidentiality requirements. 

The Contractor shall provide a quality assurance program to sample calls and 
make follow-up calls to monitor caller satisfaction.  
The Contractor shall perform routine eligibility updates as specified by the 
Department, other sections of this contract, or CMS.  
 
The Contractor shall respond to Department staff telephone calls and emails 
within three (3) hours or in within the time requested in urgent or emergency 
cases as determined by the Department. 
 

32.10 Interfaces Maintained 

The Contractor shall maintain the following systems: 
 

A.  An effective interface between the MMIS and the Contractor’s 
system for pharmacy claims processing. 

 
B.  A dedicated communication line connecting the MMIS to the 

Contractor’s processing site. The cost of this communication line is 
to be solely at the expense of the Contractor. This dedicated 
communication line shall meet specifications of the Department. 

 
C.  The ability to accept transaction data that changes baseline MMIS 

files on a daily basis unless the Department approves a more/less 
frequent schedule. 

 
(1) The file transfer schedule shall, at a minimum, result in the 

daily update of the POS system with the most current 
information from the MMIS. This may include, but not be 
limited to, member eligibility, PA information, and provider 
and reference information. 

(2) The interface between their system(s) and the MMIS system 
shall be compatible. This assumes no significant changes to 
the MMIS file structures will be required. 
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(3) The Contractor should adhere to all Change Management 
requirements prior to implementing any changes to existing 
or new interfaces from the MMIS. 

(4) The Contractor should update all MMIS data without manual 
intervention, unless approval from the Department is 
provided. 

 
NOTE: Federal regulations require the Department to maintain appropriate 
controls over POS eligibility Contractors who perform both switching services and 
billing services. Switch and billing agent functions, if provided by the same 
company, shall be maintained as separate and distinct operations. If the 
Contractor serving as the POS Contractor also provides services as the 
providers’ agent, an organizational firewall shall be in place to separate these 
functions. 
 

32.11 Provider Education 

The Contractor shall develop, implement, and conduct ongoing educational 
programs for Kentucky Medicaid pharmacy Provider community. Materials are 
subject to Section 4.4 “Approval of Department” prior to distribution. These 
educational initiatives should include, but not be limited to: 

A. Provider letters. 
B. Provider bulletins. 
C. PDL drug changes and distribution. 
D. POS messaging. 
E. Training sessions, webinars, quarterly newsletters, and other 

training activities as requested by the Department. 
F. Claim resolution. 
G. Website postings of the PDL. 
H. Billing instructions. 
I. PA procedures. 
J. Prescriber reconsideration process for denied PAs. 

 
The Contractor shall cooperate with the Department and/or other Contractors as 
needed regarding pharmacy-related matters.  

 
33.0 Special Program Requirements 

33.1 EPSDT Early and Periodic Screening, Diagnosis and Treatment 

The Contractor shall provide all Members under the age of twenty-one (21) years 
EPSDT services in compliance with the terms of this Contract and policy 
statements issued during the term of this Contract by the Department or CMS.  
The Contractor shall file EPSDT reports in the format and within the time-frames 
required by the terms of this Contract as indicated in Appendix M.”EPSDT.”  
The Contractor shall comply with 907 KAR 1:034 that delineates the 
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requirements of all EPSDT providers participating in the Medicaid program.  
Health care professionals who meet the standards established in the above-
referenced regulation shall provide EPSDT services.  Additionally, the Contractor 
shall:  

A. Provide, through direct employment with the Contractor or by 
Subcontract, accessible and fully trained EPSDT Providers who 
meet the requirements set forth under 907 KAR 1:034, and who are 
supported by adequately equipped offices to perform EPSDT 
services. 

B. Effectively communicate information (e.g. written notices, verbal 
explanations, face to face counseling or home visits when 
appropriate or necessary) with members and their families who are 
eligible for EPSDT services [(i.e. Medicaid eligible persons who are 
under the age of twenty-one (21)] regarding the value of preventive 
health care, benefits provided as part of EPSDT services, how to 
access these services, and the member’s right to access these 
services.  Members and their families shall be informed about 
EPSDT and the right to Appeal any decision relating to Medicaid 
services, including EPSDT services, upon initial enrollment and 
annually thereafter where Members have not accessed services 
during the year. 

C. Provide EPSDT services to all eligible Members in accordance with 
EPSDT guidelines issued by the Commonwealth and federal 
government and in conformance with the Department’s approved 
periodicity schedule, a sample of which is included in Appendix M. 
”EPSDT.”   

D. Provide all needed initial, periodic and inter-periodic health 
assessments in accordance with 907 KAR 1:034.  The Primary 
Care Provider assigned to each eligible member shall be 
responsible for providing or arranging for complete assessments at 
the intervals specified by the Department’s approved periodicity 
schedule and at other times when Medically Necessary. 

E. Provide all needed diagnosis and treatment for eligible Members in 
accordance with 907 KAR 1:034.  The Primary Care Provider and 
other Providers in the Contractor’s Network shall provide diagnosis 
and treatment and or Out-of-network Providers shall provide 
treatment if the service is not available within the Contractor’s 
network. 

F. Provide EPSDT Special Services for eligible members, including 
identifying providers who can deliver the Medically Necessary 
services described in federal Medicaid law and developing 
procedures for authorization and payment for these services.  
Current requirements for EPSDT Special Services are included in 
Appendix M.”EPSDT.”   

G. Establish and maintain a tracking system to monitor acceptance 
and refusal of EPSDT services, whether eligible Members are 
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receiving the recommended health assessments and all necessary 
diagnosis and treatment, including EPSDT Special Services when 
needed.   

H. Establish and maintain an effective and on-going Member Services 
case management function for eligible members and their families 
to provide education and counseling with regard to Member 
compliance with prescribed treatment programs and compliance 
with EPSDT appointments.  This function shall assist eligible 
members or their families in obtaining sufficient information so they 
can make medically informed decisions about their health care, 
provide support services including transportation and scheduling 
assistance to EPSDT services, and follow up with eligible members 
and their families when recommended assessments and treatment 
are not received. 

I. Maintain a consolidated record for each eligible member, including 
reports of informing about EPSDT, information received from other 
providers and dates of contact regarding appointments and 
rescheduling when necessary for EPSDT screening, recommended 
diagnostic or treatment services and follow-up with referral 
compliance and reports from referral physicians or providers. 

J. Establish and maintain a protocol for coordination of physical health 
services and Behavioral Health Services for eligible members with 
behavioral health or developmentally disabling conditions.  
Coordination procedures shall be established for other services 
needed by eligible members that are outside the usual scope of 
Contractor services.  Examples include early intervention services 
for infants and toddlers with disabilities, services for students with 
disabilities included in the child’s individual education plan at 
school, WIC, Head Start, DCBS, etc. 

K. Participate in any state or federally required chart audit or quality 
assurance study; 

L. Maintain an effective education/information program for health 
 professionals on EPSDT compliance (including changes in state or 
 federal requirements or guidelines). At a minimum, training shall be 
 provided concerning the components of an EPSDT assessment, 
EPSDT Special Services, and emerging health status issues 
among members  which should be addressed as part of EPSDT 
services to all appropriate staff and Providers, including medical 
residents and specialists delivering EPSDT services.  In addition, 
training shall be provided concerning physical assessment 
procedures for nurse practitioners, registered nurses and physician 
assistants who provide EPSDT screening  services. 

M. Submit Encounter Record for each EPSDT service provided 
according to requirements provided by the Department, including 
use of specified EPSDT procedure codes and referral codes.  
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Submit quarterly and annual reports on EPSDT services including 
the current Form CMS-416. 

N. Provide an EPSDT Coordinator staff function with adequate staff or 
subcontract personnel to serve the Contractor’s enrollment or 
projected enrollment. 
 

33.2 Dental Services 

The Contractor shall provide preventive and primary care dental services for oral 
health conditions and illness in a timely manner on an emergent, urgent care or 
non-urgent care basis in accordance with 42 CFR 438.  Covered dental services 
shall be provided in accordance with 907 KAR 1:026. 

 
The Contractor shall enroll providers of dental services in accordance with KRS 
304.17A-270, and establish written policies and procedures to ensure the timely 
provision of services in an amount, duration, and scope that is no less than the 
amount, duration, and scope for the same services provided to fee-for-service 
Medicaid Members.  The Contractor shall assess the oral health of Members and 
develop a plan for improving oral health in Members, particularly in children and 
persons with special health care needs. 
 
The Contractor shall have ultimate responsibility for the provision of dental 
services and shall oversee and coordinate the delivery of or access to all 
member health information and other data relating to dental services, as 
requested by the Department. 

 
33.3 Emergency Care, Urgent Care and Post Stabilization Care 

Emergency Care as defined in 42 USC 1395dd and 42 CFR 438.114 shall be 
available to Members twenty-four (24) hours a day, seven (7) days a week.  
Urgent Care services shall be made available within forty-eight (48) hours of 
request. Urgent Care means care for a condition that is not likely to cause death 
or lasting harm but for which treatment should not wait for a normally scheduled 
appointment. Post Stabilization Care services are covered and reimbursed in 
accordance with 42 CFR 422.113(c) and 438.114(c). 
 
The Contractor shall not limit what constitutes an emergency medical condition 
on the basis of lists of diagnoses or symptoms.  An Emergency Medical Services 
Provider shall have a minimum of ten (10) calendar days to notify the Contractor 
of the Member's screening and treatment before refusing to cover the emergency 
services based on a failure to notify. A Member who has an emergency medical 
condition shall not be liable for payment of subsequent screening and treatment 
needed to diagnose or stabilize the specific condition.  The Contractor is 
responsible for coverage and payment of services until the attending Provider 
determines that the Member is sufficiently stabilized for transfer or discharge.  
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33.4 Out-of-Network Emergency Care 

The Contractor shall provide, or arrange for the provision of Emergency Care, 
even though the services may be received outside the Contractor’s network in 
compliance with 42 CFR 438.114.  

Payment for Emergency Services covered by a non-contracting provider shall not 
exceed the Medicaid Fee-For-Service rate as required by Section 6085 of the 
Deficit Reduction Act of 2005. For services provided by non-contracting 
hospitals, this amount must be less any payments for indirect costs of medical 
education and direct costs of graduate medical education that would have been 
included in Fee-For-Service payments.   

33.5 Maternity Care 

When a woman has entered prenatal care before enrolling with the Contractor 
shall take every effort to allow her to continue with the same prenatal care 
provider throughout the entire pregnancy.  Contractor shall also establish 
procedures to assure either prompt initiation of prenatal care or continuation of 
care without interruption for women who are pregnant when they enroll. The 
Contractor shall provide maternity care that includes prenatal, delivery, and 
postpartum care as well as care for conditions that complicate pregnancies. All 
newborn Members shall be screened for those disorders specified in the 
Commonwealth of Kentucky metabolic screen.  

33.6 Voluntary Family Planning 

The Contractor shall ensure direct access for any Member to a Provider, qualified 
by experience and training, to provide Family Planning Services, as such 
services are described in Appendix H. “Covered Services” to this Contract.  
The Contractor may not restrict a Member’s choice of his or her provider for 
Family Planning Services. Contractor must assure access to any qualified 
provider of Family Planning Services without requiring a referral from the PCP. 

The Contractor shall maintain confidentiality for Family Planning Services in 
accordance with applicable federal and state laws and judicial opinions for 
Members less than eighteen (18) years of age pursuant to Title X. 42 CFR 59.11, 
and KRS 214.185.  Situations under which confidentiality may not be guaranteed 
are described in KRS 620.030, KRS 209.010 et seq., KRS 202A, and KRS 
214.185.  

All information shall be provided to the Member in a confidential manner.  
Appointments for counseling and medical services shall be available as soon as 
possible with in a maximum of thirty (30) days. If it is not possible to provide 
complete medical services to Members less than 18 years of age on short notice, 
counseling and a medical appointment shall be provided right away preferably 
within ten (10) days.  Adolescents in particular shall be assured that Family 
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Planning Services are confidential and that any necessary follow-up will assure 
the Member’s privacy.  

33.7 Nonemergency Medical Transportation 

The Department contracts with the Office of Transportation and Delivery to 
provide non-emergency medical transportation (NEMT) services to select 
Medicaid Members.  Through the NEMT program, members receive safe and 
reliable transportation to Medicaid covered services.  The Department shall 
continue to provide NEMT services for Medicaid Members.  The Contractor shall 
provide educational materials regarding the availability of transportation services 
and refers Members for NEMT.  NEMT services do not include emergency 
ambulance and non-emergency ambulance stretcher services. Transportation of 
an emergency nature, including ambulance stretcher services is the responsibility 
of the Contractor.  

 
33.8 Pediatric Interface 

School-Based Services provided by school personnel are excluded from 
Contractor coverage and are paid by the Department through fee-for-service 
Medicaid.  
 
Preventive and remedial care services as contained in 907 KAR 1:360 and the 
Kentucky State Medicaid Plan provided by the Department of Public Health 
through public health departments in schools by a Physician, Physician’s 
Assistant, Advanced Registered Nurse Practitioner, Registered Nurse, or other 
appropriately supervised health care professional are included in Contractor 
coverage.  Service provided under a child’s IEP should not be duplicated.  
However, in situations where a child’s course of treatment is interrupted due to 
school breaks, after school hours or during summer months, the Contractor is 
responsible for providing all Medically Necessary Covered Services to eligible 
Members.  
 
Services provided under HANDS shall be excluded from Contractor coverage.   

 
Pediatric Interface Services includes pediatric concurrent care as mandated by 
the ACA.  The Contractor shall simultaneously provide palliative hospice services 
in conjunction with curative services and medications for pediatric patients 
diagnosed with life-threatening/terminal illnesses. 

 
33.9 Pediatric Sexual Abuse Examination 

Contractor shall have Providers in its network that has the capacity to perform a 
forensic pediatric sexual abuse examination.  This examination must be 
conducted for Members at the request of the DCBS. 
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33.10    Lock-In Program 

The Contractor shall develop a program to address and contain Member over 
utilization of services, for pharmacy and non-emergent care provided in an 
emergency setting.    The criteria for this program shall be submitted to the 
Department for approval subject to Section 4.4 “Approval of Department.” 

34.0 Behavioral Health Services 

34.1 Department for Behavioral Health, Developmental and Intellectual Disabilities 
(DBHDID) Responsibilities  

The Department for Behavioral Health, Developmental and Intellectual 
Disabilities (DBHDID) is responsible for planning and overseeing behavioral 
health, intellectual disability, and developmental disability services using state 
and federal funds.  DBHDID works collaboratively with Department to assure that 
Medicaid Members receive quality behavioral health services. 
 
The Contractor shall use evidence-based practices (EBPs) that meet the 
standards of national models in all behavior health services.   

 
34.2 Requirements for Behavioral Health Services 

The Contractor shall engage in behavioral health promotion efforts, psychotropic 
medication management, suicide prevention and overall person centered 
treatment approaches, to lower morbidity among Members with SMI and SED, 
including Members with co-occurring developmental disabilities, substance use 
disorders and smoking cessation.  

 
The Contractor in its design and operation of behavioral health services shall 
incorporate these core values for Medicaid Members:  

 
A. Members have the right to retain the fullest control possible over 

their behavior health treatment. Behavioral health services shall be 
responsive, coherently organized, and accessible to those who 
require behavioral healthcare. 

B. The Contractor shall provide the most normative care in the least 
restrictive setting and serve Members in the community to the 
greatest extent possible. 

C. The Contractor shall measure Members’ satisfaction with the 
services they receive.  .   

D. The Contractor’s behavioral health services shall be recovery and 
resiliency focused.  

 
34.3 Covered Behavioral Health Services 

The Contractor shall assure the provision of all Medically Necessary Behavioral 
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Health Services for Members.  These services are described in Appendix H. 
“Covered Services.” All Behavioral Health services shall be provided in 
conformance with the access standards established by the Department.  When 
assessing Members for Behavioral Health Services, the Contractor and its 
providers shall use the most current version of DSM classification.  The 
Contractor may require use of other diagnostic and assessment 
instrument/outcome measures in addition to the most current version of DMS.  
Providers shall document DSM diagnosis and assessment/outcome information 
in the Member’s medical record. 

 
34.4 Behavioral Health Provider Network 

The Contractor shall provide access to Psychiatrists, Psychologists, and other 
behavioral health service providers.  Community Mental Health Centers 
(CMHCs) shall be offered participation in the Contractor provider network.  Other 
eligible providers of behavioral health services include Licensed Professional 
Clinical Counselors, Licensed Marriage and Family Therapists, Licensed 
Psychological Practitioners, Behavioral Health Multi-Specialty Groups, Behavior 
Health Services Organizations, Licensed Clinical Social Workers, Certified 
Family, Youth and Peer Support Providers, Targeted Case Managers and other 
independently licensed behavioral health professions. To the extent that non-
psychiatrists and other providers of Behavioral Health services may also be 
provided as a component of FQHC and RHC services, these facilities shall be 
offered the opportunity to participate in the Behavioral Health network.  FQHC 
and RHC providers can continue to provide the same services they currently 
provide under their licenses.   

 
34.5 Member Access to Behavioral Health Services 

The Contractor shall ensure accessibility and availability of qualified providers to 
all Members.  In order to ensure such accessibility, the Contractor shall submit 
credentialing documents for no fewer than five hundred (500) independent 
behavioral health individual providers distributed throughout the state,  not 
including providers linked or affiliated with the following licensed organizations: a 
CMHC, a BHSO, a FQHC, or a RHC, on or by January 1, 2016. 

 
The Contractor shall maintain a Member education process to help Members 
know where and how to obtain Behavioral Health Services.  The Member Manual 
shall contain information for Members on how to direct their behavioral health 
care, as appropriate.  
 
The Contractor shall permit Members to participate in the selection of the 
appropriate behavioral health individual practitioner(s) who will serve them and 
shall provide the Member with information on accessible in-network Providers 
with relevant experience. 
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34.6 Behavioral Health Services Hotline 

The Contractor shall have an emergency and crisis Behavioral Health Services 
Hotline staffed by trained personnel twenty-four (24) hours a day, seven (7) days 
a week, three hundred sixty-five (365) days a year, toll-free throughout the 
Commonwealth.  Crisis hotline staff must include or have access to qualified 
Behavioral Health Services professionals to assess, triage and address specific 
behavioral health emergencies.  Emergency and crisis Behavioral Health 
Services may be arranged through mobile crisis teams.  Face to face emergency 
services shall be available twenty-four (24) hours a day, seven (7) days a week.  
It is not acceptable for an intake line to be answered by an answering machine. 
 
The Contractor shall ensure that the toll-free Behavioral Health Services Hotline 
meets the following minimum performance requirements for all Contractor 
Programs:  

 
A. Ninety-nine percent (99%) of call are answered by the fourth ring or 

an automated call pick-up system; 
B. No incoming calls receive a busy signal; 
C. At least eighty percent (80%) of calls must be answered by toll-free 

line staff within thirty (30) seconds measured from the time the call 
is placed in queue after selecting an option;  

D. The call abandonment rate is seven percent (7%) or less; 
E. The average hold time is two (2) minutes or less; and 
F. The system can immediately connect to the local Suicide Hotline’s 

telephone number and other Crisis Response Systems and have 
patch capabilities to 911 emergency services.  

 
The Contractor may operate one hotline to handle emergency and crisis calls 
and routine Member calls. The Contractor cannot impose maximum call duration 
limits and shall allow calls to be of sufficient length to ensure adequate 
information is provided to the Member. Hotline services shall meet Cultural 
Competency requirements and provide linguistic access to all Members, 
including the interpretive services required for effective communication. 
 
The Behavioral Health Services Hotline may serve multiple Contractor Programs 
if the Hotline staff is knowledgeable about all of the Contractor Programs.  
The Contractor shall conduct on-going quality assurance to ensure these 
standards are met. 
 
The Contractor shall monitor its performance against the Behavioral Health 
Services Hotline standards and submit performance reports summarizing call 
center performance as indicated. 

 
If Department determines that it is necessary to conduct onsite monitoring of the 
Contractor's Behavioral Health Services Hotline functions, the Contractor is 
responsible for all reasonable costs incurred by Department or its authorized 
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agent(s) relating to such monitoring. 
 
34.7 Coordination between the Behavioral Health Provider and the PCP 

The Contractor shall require, through contract provisions, that PCPs have 
screening and evaluation procedures for the detection and treatment of, or 
referral for, any known or suspected behavioral health problems and disorders. 
PCPs may provide any clinically appropriate Behavioral Health Services within 
the scope of their practice.  Such contract provisions and screening and 
evaluation procedures shall be submitted to the Department and DBHDID for 
approval.  Such approval is subject to Section 4.4 “Approval of Department.” 
The Contractor will work directly with DBHDID to introduce the evidence based 
tool Screening, Brief Intervention, Referral, and Treatment (SBIRT) in appropriate 
PCP settings.  
 
The Contractor shall provide training to network PCPs on how to screen for and 
identify behavioral health disorders, the Contractor's referral process for 
Behavioral Health Services and clinical coordination requirements for such 
services. The Contractor shall include training on coordination and quality of care 
such as behavioral health screening techniques for PCPs and new models of 
behavioral health interventions.  
 
The Contractor shall develop policies and procedures and provide to the 
Department for approval regarding clinical coordination between Behavioral 
Health Service Providers and PCPs.  Such approval is subject to Section 4.4 
“Approval of Department.”  The Contractor shall require that Behavioral Health 
Service Providers refer Members with known or suspected and untreated 
physical health problems or disorders to their PCP for examination and 
treatment, with the Member's or the Member's legal guardian's consent. 
Behavioral Health Providers may only provide physical health care services if 
they are licensed to do so. This requirement shall be specified in all Provider 
Manuals. 

 
The Contractor shall require that behavioral health Providers send initial and 
quarterly (or more frequently if clinically indicated) summary reports of a 
Members' behavioral health status to the PCP, with the Member's or the 
Member's legal guardian's consent. This requirement shall be specified in all 
Provider Manuals. 

 
34.8 Follow-up after Hospitalization for Behavioral Health Services 

The Contractor shall require, through Provider contract provision, that all 
Members receiving inpatient behavioral health services are scheduled for 
outpatient follow-up and/or continuing treatment prior to discharge.  The 
outpatient treatment must occur within seven (7) days from the date of discharge.  
The Contractor shall ensure that Behavioral Health Service Providers contact 
Members who have missed appointment within twenty-four (24) hours to 
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reschedule appointments.   
 
34.9 Court-Ordered Services  

“Court-Ordered Commitment” means an involuntary commitment of a Member to 
a psychiatric facility for treatment that is ordered by a court of law pursuant to 
Kentucky statutes.   
 
The Contractor must provide inpatient psychiatric services to Members under the 
age of twenty-one (21) and over the age of sixty-five (65), up to the annual limit, 
who have been ordered to receive the services by a court of competent 
jurisdiction under the provisions of KRS 645, Kentucky Mental Health Act of The 
Unified Juvenile Code and KRS 202A, Kentucky Mental Health Hospitalization 
Act.    
 
The Contractor cannot deny, reduce or controvert the Medical Necessity of 
inpatient psychiatric services provided pursuant to a Court ordered commitment 
for Members under the age of twenty-one (21) or over the age of sixty-five (65).  
Any modification or termination of services must be presented to the court with 
jurisdiction over the matter for determination.  

 
34.10   Continuity of Care Upon Discharge from a Psychiatric Hospital. 

A. The Contractor shall coordinate with providers of behavioral health 
services, and state operated or state contracted psychiatric 
hospitals and nursing facilities regarding admission and discharge 
planning, treatment objectives and projected length of stay for 
Members committed by a court of law and/or voluntarily admitted to 
the state psychiatric hospital.  The Contractor shall enter into a 
collaborative agreement with the state operated or state contracted 
psychiatric hospital assigned to their region in accordance with 908 
KAR 3:040 and in accordance with federal Olmstead law.  At a 
minimum the agreement shall include responsibilities of the 
Behavioral Health Service Provider to assure continuity of care for 
successful transition back into community-based supports.  In 
addition, the Contractor Behavioral Health Service Providers shall 
participate in quarterly Continuity of Care meetings hosted by the 
state operated or state contracted psychiatric hospital.   
 

B. The Contractor shall ensure Behavioral Health Service Providers 
assign a case manager prior to or on the date of discharge and 
provide basic, targeted or intensive case management services as 
medically necessary to Members with SMI and co-occurring 
developmental disabilities who are discharged from a state 
operated or state contracted psychiatric facility or state operated 
nursing facility for Members with SMI.  The Case Manager and 
other identified behavioral health service providers shall participate 
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in discharge planning meetings to ensure compliance with federal 
Olmstead and other applicable laws.  Appropriate discharge 
planning shall be focused on ensuring needed supports and 
services are available in the least restrictive environment to meet 
the Member’s behavioral and physical health needs, including 
psychosocial rehabilitation and health promotion.  Appropriate 
follow up by the Behavioral Health Service Provider shall occur to 
ensure the community supports are meeting the needs of the 
Member discharged from a state operated or state contracted 
psychiatric hospital.  The Contractor shall ensure the Behavioral 
Health Service Providers assist Members in accessing free or 
discounted medication through the Kentucky Prescription 
Assistance Program (KPAP) or other similar assistance programs.   

 
34.11   Program and Standards 

Appropriate information sharing and careful monitoring of diagnosis, treatment, 
and follow-up and medication usage are especially important when Members use 
physical and behavioral health systems simultaneously.  The Contractor shall:  

 
A. Establish guidelines and procedures to ensure accessibility, 

availability, referral and triage to effective physical and behavioral 
health care, including emergency behavioral health services, (i.e. 
Suicide Prevention and community crisis stabilization);  

B. Facilitate the exchange of information among providers to reduce 
inappropriate or excessive use of psychopharmacological 
medications and adverse drug reactions;   

C. Identify a method to evaluate the continuity and coordination of 
care, including member-approved communications between 
behavioral health care providers and primary care providers;  

D. Protect the confidentiality of Member information and records; and 
E. Monitor and evaluate the above, which shall be a part of the Quality 

Improvement Plan.  
 

The Department and DBHDID shall monitor referral patterns between physical 
and behavioral providers to evaluate coordination and continuity of care.  Drug 
utilization patterns of psychopharmacological medications shall be closely 
monitored.  The findings of these evaluations will be provided to the Contractor. 

 
34.12 NCQA/MBHO Accreditation Requirements 

The Contractor shall demonstrate to the Department its compliance with 
NCQA/MBHO accreditation requirements by meeting the following standards: 
 

A. The availability of behavioral healthcare practitioners and providers 
within its network; 

B. The development of preventive behavioral health programs; 
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C. The development of Self-Management Tools for Use by Members; 
D. The establishment of a Complex Case Management Program that 

addresses the needs of adults with SMI, children with SED and 
other high risk groups with co-occurring conditions;   

E. The adoption of Clinical Practice Guidelines specific to the needs of 
behavioral health clients; 

F. The establishment of a process for Data Collection and Integration 
between the Contractor and the MBHO; 

G. Identify and report to DBHDID on critical Performance Measures 
that are specific to behavioral health members; 

H. Establish a written program description for the MBHO’s Utilization 
Management Program; 

I. Establish a process for collaboration between behavioral healthcare 
and medical care. 

 
35.0 Case Management and Health Homes 

35.1 Health Risk Assessment (HRA) 

The Contractor shall have programs and processes in place to address the 
preventive and chronic physical and behavioral health care needs of its 
population.  The Contractor shall implement processes to assess, monitor, and 
evaluate services to all subpopulations, including but not limited to, the on-going 
special conditions that require a course of treatment or regular care monitoring, 
Medicaid eligibility category, type of disability or chronic conditions, race, 
ethnicity, gender and age. 

 
The Contractor shall conduct initial health screening assessments, including 
mental health and substance use disorders screenings, of new Members who 
have not been enrolled in the prior twelve (12) month period for the purpose, of 
accessing the Members’ health care needs within ninety (90) days of Enrollment.   
If the Contractor has a reasonable belief a Member is pregnant, the Member 
shall be screened within thirty (30) days of Enrollment, and if pregnant, referred 
for appropriate prenatal care.  The Contractor agrees to make all reasonable 
efforts to contact new Members in person, by telephone, or by mail to have 
Members complete the initial health screening questionnaire which includes the 
survey instrument for both substance use and mental disorders.  

 
Information to be collected shall include demographic information, current health 
and behavioral health status to determine the Member’s need for care 
management, disease management, behavioral health services and/or any other 
health or community services. 
 
The Contractor shall use appropriate health care professionals in the assessment 
process. Members shall be offered assistance in arranging an initial visit to their 
PCP for a baseline medical assessment and other preventive services, including 
an assessment or screening of the Members potential risk, if any, for specific 
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diseases or conditions including substance use and mental health disorders. 
 

The Contractor shall submit a quarterly report on the number of new Member 
assessment; number of assessment completed; number of assessment not 
completed after reasonable effort; number of refusals. 

 
The Contractor shall be responsible for the management and continuity of health 
care for all Members.   

 
35.2 Care Management System 

As part of the Care Management System, the Contractor shall employ care 
coordinators and case managers to arrange, assure delivery of, monitor and 
evaluate basic and comprehensive care, treatment and services to a Member.  
Members needing Care Management Services shall be identified through the 
health risk assessment, evaluation of Claims data, Physician referral or other 
mechanisms that may be utilized by the Contractor. The Contractor shall develop 
guidelines for Care Coordination that will be submitted to the Department for 
review and approval. The Contractor shall have approval from the Department for 
any subsequent changes prior to implementation of such changes subject to 
Section 4.4 “Approval of Department.” Care coordination shall be linked to 
other Contractor systems, such as QI, Member Services and Grievances. 

 
35.3 Care Coordination   

The care coordinators and case managers will work with the primary care 
providers as teams to provide appropriate services for Members. Care 
coordination is a process to assure that the physical and behavioral health needs 
of Members are identified and services are facilitated and coordinated with all 
service providers, individual Members and family, if appropriate, and authorized 
by the Member.  The Contractor shall identify the primary elements for care 
coordination and submit the plan to the Department for approval. 
 
The Contractor shall identify a Member with special physical and behavioral 
health care needs and shall have a Comprehensive Assessment completed upon 
admission to a Care Management program.  The Member will be referred to Care 
Management. Guidelines for referral to the appropriate care management 
programs shall be pre-approved by the Department. The guidelines will also 
include the criteria for development of Care Plans. The Care Plan shall include 
both appropriate medical, behavioral and social services and be consistent with 
the Primary Care Provider’s clinical treatment plan and medical diagnosis. 
 
The Contractor shall first complete a Care Coordination Assessment for these 
Members the elements of which shall comply with policies and procedures 
approved by the Department. 
 
The Care Plan shall be developed in accordance with 42 CFR 438.208.   
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The Contractor shall develop and implement policies and procedures to ensure 
access to care coordination for all DCBS clients. The Contractor shall track, 
analyze, report, and when indicated, develop corrective action plans on 
indicators that measure utilization, access, complaints and grievances, and 
services specific to the DCBS population.  

Members, Member representatives and providers shall be provided information 
relating to care management services, including case management, and 
information on how to request and obtain these services.  
 
All approvals required by this section are subject to Section 4.4 “Approval of 
Department.” 
 

35.4 Health Homes  

The Contractor acknowledges that the Department will create health homes for 
its medically complex members, as defined by §1945 of the SSA/§ 2703 of the 
Patient Protection and Affordable Care Act. Health homes are designed to be 
person-centered systems of care that facilitate access to and coordination of the 
full array of primary and acute physical health services, behavioral health care, 
and long-term community-based services and supports. The health home 
expands on the medical home model by building additional linkages and 
enhancing coordination and integration of medical and behavioral health care to 
better meet the needs of people with multiple chronic illnesses. The Department, 
with the participation of all MCOs participating in the Managed Care Program, 
shall develop a health home model that it will submit for approval by CMS.  Once 
approved by CMS, the Contractor shall implement the health home program in 
accordance with the approved model, and in a time frame specified by the 
Department. 

 
35.5 Coordination with Women, Infants and Children (WIC) 

The Contractor shall comply with Section 1902(a)(11)(C) of the Social Security 
Act which requires coordination between Medicaid MCOs and WIC.  This 
coordination includes the referral of potentially eligible women, infants and 
children to the WIC program and the provision of medical information by 
providers working within Medicaid managed care plans to the WIC program if 
requested by WIC agencies and if permitted by applicable law.  Typical types of 
medical information requested by WIC agencies include information on nutrition-
related metabolic disease, diabetes, low birth weight, failure to thrive, 
prematurity, infants of alcoholics, mentally retarded or drug-addicted mothers, 
AIDS, allergy or intolerance that affects nutritional status and anemia. 
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36.0 Enrollees with Special Health Care Needs 

36.1 Individuals with Special Health Care Needs (ISHCN) 

Individuals with Special Health Care Needs (ISHCN) are persons who have or 
are at high risk for chronic physical, developmental, behavioral, neurological, or 
emotional condition and who may require a broad range of primary, specialized 
medical, behavioral health, and/or related services.  ISCHN may have an 
increased need for healthcare or related services due to their respective 
conditions.  The primary purpose of the definition is to identify these individuals 
so the Contractor can facilitate access to appropriate services.  

As per the requirement of 42 CFR 438.208, the Department has defined the 
following categories of individuals who shall be identified as ISHCN.  The 
Contractor shall have written policies and procedures in place which govern how 
Members with these multiple and complex physical and behavioral health care 
needs are further identified.  The Contractor shall have an internal operational 
process, in accordance with policy and procedure, to target Members for the 
purpose of screening and identifying ISHCN's.  The Contractor shall assess each 
member identified as ISHCN in order to identify any ongoing special conditions 
that require a course of treatment or regular care monitoring.  The assessment 
process shall use appropriate health professionals.  The Contractor shall employ 
reasonable efforts to identify ISHCN's based on the following populations:             

  
A. Children in/or receiving Foster Care or adoption assistance ; 
B. Blind/Disabled Children under age 19 and Related Populations 

eligible for SSI;  
C. Adults over the age of 65; 
D. Homeless (upon identification); 
E. Individuals with chronic physical health illnesses;  
F. Individuals with chronic behavioral health illnesses;  
G. Children receiving EPSDT Special Services. 

  
The Contractor shall develop and distribute to ISHCN Members caregivers, 
parents and/or legal guardians, information and materials specific to the needs of 
the member, as appropriate. This information shall include health educational 
material as appropriate to assist ISHCN and /or caregivers in understanding their 
chronic illness.  

The contractor shall have in place policies governing the mechanisms utilized to 
identify, screen and assess individuals with special health care needs. The 
Contractor will produce a treatment plan for enrollees with special health care 
needs who are determined through assessment to need a course of treatment or 
regular care monitoring.   
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The Contractor shall develop practice guidelines and other criteria that consider 
that needs of ISHCN and provide guidance in the provision of acute and chronic 
physical and behavioral health care services to this population.   

36.2 DCBS and DAIL Protection and Permanency Clients  

Members who are adult guardianship clients or  foster care children shall be 
identified as ISHCN and shall be enrolled in the Contractor through a service 
plan that will be completed on each such Member by DCBS and Department for 
Aging and Independent Living (DAIL) prior to being enrolled with the Contractor.  
The service plan will be completed by DCBS or DAIL and forwarded to the 
Contractor prior to Enrollment and will be used by DCBS and or DAIL and the 
Contractor to determine the individual’s medical needs and identify the need for 
placement in case management.  The Contractor shall be responsible for the 
ongoing care coordination of these members whether or not enrolled in case 
management to ensure access to needed social, community, medical and 
behavioral health services.  A monthly report of Foster Care Cases shall be sent 
to Department thirty (30) days after the end of each month. 
 
The Contractor shall develop and implement policies and procedures to ensure 
access to care coordination for all DCBS and DAIL clients.  The Contractor shall 
track, analyze, report, and when indicated, develop corrective action plans on 
indicators that measure utilization, access, complaints and grievances, and 
services specific to the DCBS and DAIL population. 

 
36.3 Adult Guardianship Clients 

Upon Enrollment with the Contractor, each adult in Guardianship shall have a 
service plan prepared by DAIL. The service plan shall indicate DAIL level of 
responsibility for making medical decisions for each Member.  If the service plan 
identifies the need for case management, the Contractor shall work with 
Guardianship staff and/or the Member, as appropriate, to develop a case 
management care plan. 
 

36.4 Children in Foster Care 

Upon Enrollment with the Contractor, each child in Foster Care shall have a 
service plan prepared by DCBS. DCBS shall forward a copy of the service plan 
to the Contractor on each newly enrolled Foster Care child.  No less than 
monthly, DCBS staff shall meet with Contractor’s staff to identify, discuss and 
resolve any health care issues and needs of the child as identified in the service 
plan.  Examples of these issues include needed specialized Medicaid Covered 
Services, community services and whether the child’s current primary and 
specialty care providers are enrolled in the Contractor’s Network. 
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If DCBS service plan identifies the need for case management or DCBS staff 
requests case management for a Member, the foster parent and/or DCBS staff 
will work with Contractor’s staff to develop a case management care plan.  

The Contractor will consult with DCBS staff before the development of a new 
case management care plan (on a newly identified health care issue) or 
modification of an existing case management care plan.  

The DCBS and designated Contractor staff will sign each service plan to indicate 
their agreement with the plan.  If the DCBS and Contractor staff cannot reach 
agreement on the service plan for a Member, information about that Member’s 
physical health care needs, unresolved issues in developing the case 
management plan, and a summary of resolutions discussed by the DCBS  and 
Contractor staff will be forwarded to the designated county DCBS worker.  That 
DCBS staff member shall work with the designated Contractor representative 
and a designated Department representative, if needed, to agree on a service 
plan. If agreement is not reached through mediation, the service plan shall be 
referred to the Department for resolution through the appeals process. 

The Contractor shall notify the Department and DCBS no later than three (3) 
business days prior to the decertification of a foster child for services at a hospital 
or other residential facility located in Kentucky and no later than seven (7) 
business days prior to the decertification of a foster child for services at a hospital 
or other residential facility located out of state. The Department and DCBS shall 
provide the Contractor with the office or division, the individual(s) and the contact 
information for such notification upon the execution of this Amendment and 
provide updated contact information as necessary.  The decertification 
notification shall include the Member name, Member ID, facility name, level of 
care, discharge plan and date of next follow-up appointment. If the Contractor 
fails to notify the Department and DCBS at least three (3) business days or 
seven (7) business days as applicable prior to the decertification and the foster 
child remains in the facility because arrangements for placement cannot be 
made, the Contractor shall be responsible for the time the foster child remains in 
the facility up to three (3) business days or seven (7) business days as 
applicable.    

 
The Contractor shall require in its contracts with Providers that the Provider 
provides basic, targeted or intensive case management services as medically 
necessary to foster children who are discharged from a hospital or other 
residential facility.  The Contractor, case manager and Provider shall participate 
in appropriate discharge planning, focused on ensuring that the needed supports 
and services to meet the Member’s behavioral and physical health needs will be 
provided outside of the hospital or other residential facility.   
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36.5 Legal Guardians 

The Contractor shall permit a parent, custodial parent, person exercising 
custodial control or supervision, or an agency with legal responsibility for a child 
by virtue of voluntary commitment or emergency or temporary custody orders to 
act on behalf of a Member under the age of eighteen (18), potential member or 
former Member for purposes of selecting a PCP, filing Grievances or Appeals, 
and otherwise acting on behalf of the child in interactions with the Contractor. 

A legal guardian of an adult Member appointed pursuant to KRS 387.500 to 
387.800 shall be allowed to act on behalf of a ward as defined in that statute, and 
a person authorized to make health care decisions pursuant to KRS 311.621, et 
seq. shall be allowed to act on behalf of a Member, prospective Member or 
former Member.  A Member may represent her/himself, or use legal counsel, a 
relative, a friend, or other spokesperson. 

36.6 Members with SMI Residing in Institutions or At Risk of Institutionalization 

The Contractor shall participate in transition planning and continued care 
coordination for Members with SMI who are transitioning from licensed Personal 
Care Homes, psychiatric hospitals, or other institutional settings to integrated, 
community based housing. The Contractor shall perform a comprehensive 
physical and behavioral health assessment designed to support the successful 
transition to community based housing within fourteen (14) days of the transition. 
To perform such assessment, the Contractor shall review the Member’s Person-
Centered Recovery Plan and level of care determination developed by the 
provider agency in tandem with Contractor’s routine UM procedures. The 
Contractor shall provide services that are recommended in the Person-Centered 
Recovery Plan and that meet medical necessity criteria.  

 
37.0  Program Integrity 

The Contractor shall have arrangements and policies and procedures that 
comply with all state and federal statutes and regulations including 42 CFR 
438.608 and Section 6032 of the Federal Deficit Reduction Act of 2005, 
governing fraud, waste and abuse requirements.   

The Contractor shall develop in accordance with Appendix N. “Program 
Integrity Requirements” a Program Integrity plan of internal controls and 
policies and procedures for preventing, identifying and investigating enrollee and 
provider fraud, waste and abuse. If the Department changes its program integrity 
activities, the Contractor shall have up to six (6) months to provide a new or 
revised program.  This plan shall include, at a minimum:   

A. Written policies, procedures, and standards of conduct that 
articulate the organization’s commitment to comply with all 
applicable federal and state standards; 
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B. The designation of a compliance officer and a compliance 
committee that are accountable to senior management; 

C. Effective training and education for the compliance officer, the 
organization’s employees, subcontractors, providers and members 
regarding fraud, waste and abuse;  

D. Effective lines of communication between the compliance officer 
and the organization’s employees;   

E. Enforcement of standards through disciplinary guidelines; 
F. Provision for internal monitoring and auditing of the member and 

provider;  
G. Provision for prompt response to detected offenses, and for 

development of corrective action initiatives relating to the 
Contractor’s contract;  

H. Provision for internal monitoring and auditing of Contractor and its 
subcontractors; if issues are found Contractor shall provide 
corrective action taken to the department  

I. Contractor shall be subject to on-site review; and comply with 
requests from the department to supply documentation and 
records; 

J. Contractor shall create an account receivables process to collect 
outstanding debt from members or providers; and provide monthly 
reports of activity and collections to the department; 

K. Contractor shall provide procedures for appeal process; 
L. Contractor shall comply with the expectations of 42 CFR 455.20  by 

employing a method of verifying with member whether the services 
billed by provider were received by randomly selecting a minimum 
sample of 500 Claims on a monthly basis;  

M. Contractor shall create a process for card sharing cases; 
N. Contractor shall run algorithms on Claims data and develop a 

process and report quarterly to the department all algorithms run, 
issues identified, actions taken to address those issues and the 
overpayments collected;  

O. Contractor shall follow cases from the time they are opened until 
they are closed;  

P. Contractor shall attend any training given by the 
Commonwealth/Fiscal Agent or other Contractor’s organizations 
provided reasonable advance notice is given to Contractor of the 
scheduled training; and 

The plan shall be made available to the Department for review and approval 
subject to Section 4.4 “Approval of Department.” 

If the Contractor fails to properly report a case of suspected fraud or abuse 
before the suspected fraud or abuse is identified by the Commonwealth, its 
designees, the United States or private parties acting on behalf of the United 
States, any portion of the fraud or abuse recovered by the Commonwealth or 
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designees shall be retained by the Commonwealth or its designees.  

If the Department performs or contracts with an entity that performs audits of 
claims paid by the Contractor and identifies an overpayment, then the 
Department shall send notice to the provider and collect and retain any 
overpayment. The Contractor shall, as requested by the Department, recoup on 
any outstanding overpayments owed by the provider if the provider has 
exhausted all appeals and fails to pay within sixty (60) days. 

38.0 Contractor Reporting Requirements 

38.1 General Reporting and Data Requirements  

The Contractor shall provide to the Department managerial, financial, delegation, 
utilization, quality, Program Integrity and enrollment reports. The parties 
acknowledge that CMS has requested Department to provide certain reports 
concerning Contractor. Contractor agrees to provide Department with the reports 
CMS has requested or does request. Additionally, the parties agree for 
Contractor to provide any additional reports requested by Department. The 
parties agree that Appendix K. “Reporting Requirements and Reporting 
Deliverables” may be amended outside the scope of this agreement.  The 
Department may require the Contractor to prepare and submit ad hoc reports.  
The Department must give the Contractor sufficient notice prior to the submission 
of ad hoc reports to the Department.  The notice must be reasonable relative to 
the nature of the ad hoc report requested by the Department.  At a minimum, the 
Department must give Contractor five (5) business days’ notice prior to 
submission of an ad hoc report. 
 

The Contractor shall respond to any Department request for information or 
documents within the timeframe specified by the Department in its request.  If the 
Contractor is unable to respond within the specified timeframe, the Contractor 
shall immediately notify the Department in writing and shall include an 
explanation for the inability to meet the timeframe and a request for approval of 
an extension of time. The Department may approve, within it sole discretion, any 
such extension of time upon a showing of good cause by the Contractor. To 
avoid delayed responses by Contractor caused by a high volume of information 
or document requests by the Department, the Parties shall devise and agree 
upon a functional method of prioritizing requests so that urgent requests are 
given appropriate priority.  

 
On an annual basis, Contractor shall provide a paid claims listing to each of 
Contractor’s Network hospitals as outlined in Appendix O. “Paid Claims Listing 
Requirements” that requests such a claims listing.  
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38.2 Record System Requirements 

The Contractor shall maintain or cause to be maintained detailed records 
relating to the operation including but not limited to the following:  

A. Administrative costs and expenses incurred pursuant to this 
Contract; 

B. Member enrollment status; 
C. Provision of Covered Services; 
D. All relevant medical information relating to individual Members for 

the purpose of audit, evaluation or investigation by the Department, 
the Office of Inspector General, the Attorney General and other 
authorized federal or state personnel; 

E. Quality Improvement and utilization;  
F. All financial records, including all financial reports required under 

Section 38.14 “Financial Reports” of this Contract and A/R 
activity, rebate data, DSH requests and etc.; 

G. Performance reports to indicate Contractor’s compliance with 
contract requirements; 

H. Fraud and abuse;  
I. Member/Provider satisfaction and 
J. Managerial reports. 

 
All records shall be maintained and available for review by authorized federal and 
state personnel during the entire term of this Contract and for a period of five (5) 
years after termination of this Contract, except that when an audit has been 
conducted, or audit findings are unresolved.  In such case records shall be kept 
for a period of five (5) years in accordance with 907 KAR 1:672, or as amended 
or until all issues are finally resolved, whichever is later.  

38.3 Reporting Requirements and Standards 

The Contractor shall verify the accuracy for data and other information on reports 
submitted.  Reports or other required data shall be received on or before 
scheduled due dates.  Reports or other required data shall conform to the 
Department’s defined standards.  All required information shall be fully disclosed 
in a manner that is responsive and without material omission. 
 
The Contractor shall analyze all required reports internally before submitting to 
the Department.  The Contractor shall analyze the reports for any early patterns 
of change, identified trends, or outliers and shall submit this analysis with the 
required report.  The Contractor shall submit a written narrative with the report 
documenting the Contractor’s interpretation of the early patterns of change, 
identified trend or outlier.   

The Contractor shall be responsible for complying with the reporting 
requirements set forth in this Contract. The Contractor shall be responsible for 
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assuring the accuracy, completeness and timely submission of each report.  
Reports shall be submitted in electronic format, paper or disk. The Contractor 
shall provide such additional data and reports as may be reasonably requested 
by the Department. The Department shall furnish the Contractor with the 
appropriate reporting formats, instructions, timetables for submission and such 
technical assistance in filing reports and data as may be permitted by the 
Department’s available resources.  The Department reserves the right to modify 
from time to time the form, nature, content, instructions and timetables for the 
collection and reporting of data.  Any requested modification will take cost into 
consideration.  

38.4 COB Reporting Requirements 

In order to comply with CMS reporting requirements, the Contractor shall submit 
a monthly Coordination of Benefits Report for all Member activity. Additionally, 
Contractor shall submit a report that includes subrogation collections from auto, 
homeowners, or malpractice insurance, etc.  

38.5 QAPI Reporting Requirements 

The Contractor shall provide status reports of the QAPI program and work plan to 
the Department on a quarterly basis thirty (30) working days after the end of the 
quarter and as required under this section and upon request. All reports shall be 
submitted in electronic and paper format. 

38.6 Enrollment Reconciliation  

The Contractor shall reconcile each Member payment identified in a HIPAA 820 
transaction with information contained in the HIPAA 834 transaction.  The 
Contractor shall submit all requested corrections to the Department within forty-
five (45) days of receipt of HIPAA 820 transaction.  Adjustments shall be made to 
the next HIPAA 820 transaction and/or next available HIPAA 834 transactions to 
reflect corrections. 

 
38.7 Member Services Report 

By the fifteenth (15th) of each month, Contractor shall self-report their prior month 
performance in call center abandonment rate, blockage rate and average speed 
of answer, for their member services and twenty-four/seven (24/7) hour toll-free 
medical call-in system to the Department. 
 

38.8 Grievance and Appeal Reporting Requirements 

The Contractor shall submit to the Department on a quarterly basis the total 
number of Member Grievances and Appeals and their disposition. The report 
shall be in a format approved by the Department and shall include at least the 
following information: 
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A. Number of Grievances and Appeals, including expedited appeal 
requests; 

B. Nature of Grievances and Appeals; 
C. Resolution; 
D. Timeframe for resolution; and 
E. QAPI initiatives or administrative changes as a result of analysis of 

Grievances and Appeals. 
 

The Department or its contracted agent may conduct reviews or onsite visits to 
follow up on patterns of repeated Grievances or Appeals. Any patterns of 
suspected Fraud or Abuse identified through the data shall be immediately 
referred to the Contractor’s Program Integrity Unit. 

38.9 EPSDT Reports 

The Contractor shall submit Encounter Files to the Department’s Fiscal Agent for 
each Member who receives EPSDT Services.  This Encounter File shall be 
completed according to the requirements provided by the Department, including 
use of specified EPSDT procedure codes and referral codes.  Annually the 
Contractor shall submit a report on EPSDT activities, utilization and services and 
the current Form CMS-416 to the Department. 

38.10   Contractor’s Provider Network Reporting 

The Contractor shall submit to the Department on a quarterly basis, in a format 
specified by the Department, a report summarizing changes in the Contractor’s 
Network. The Contractor shall report to the Department all provider groups, 
clinics, facilities and individual physician practices and sites in its network that 
are not accepting new Medicaid Members. The Contractor shall have procedures 
to address changes in its network that reduce Member access to services.  
Significant changes in Contractor’s network composition that reduce Member 
access to services may be grounds for contract termination.  

38.11 DCBS and DAIL Service Plans Reporting 

Thirty (30) days after the end of each quarter, the Contractor shall submit a 
quarterly report detailing the number of service plan reviews conducted for 
Guardianship, Foster and Adoption assistance Members outcome decisions, 
such as referral to case management, and rationale for decisions.   

38.12   Prospective Drug Utilization Review Report 

The Contractor shall perform Prospective Drug Utilization Review (Pro-DUR) at 
the POS.  They also provide Retrospective Drug Utilization Review (Retro-DUR) 
services by producing multiple reports for use by the Department. 
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38.13   Management Reports 

Managerial reports demonstrate compliance with operational requirements of the 
contract.  These reports shall include, but not be limited to, information on such 
topics as:  

A. Composition of current provider networks and capacity to take on 
new Medicaid members; 

B. Changes in the composition and capacity of the provider network; 
C. PCP to Member ratio;  
D. Identification of TPL; 
E. Grievance and appeals resolution activities; 
F. Fraud and abuse activities; 
G. Delegation oversight activities; and  
H. Member satisfaction. 
I. Out-of-Network utilization by Members 

 
38.14   Financial Reports 

Financial reports demonstrate the Contractor’s ability to meet its commitments 
under the terms of this contract.  The Contractor and its subcontractors shall 
maintain their accounting systems in accordance with statutory accounting 
principles, generally accepted accounting principles, or other generally accepted 
system of accounting.  The accounting system shall clearly document all financial 
transactions between the Contractor and its subcontractors and the Contractor 
and the Department.  These transactions shall include, but not be limited to, 
Claims payment, refunds and adjustment of payments.    

 
The Contractor shall file, in the form and content prescribed by the National 
Association of Insurance Commissioners (NAIC), within one hundred and twenty 
days (120) days following the end of each fiscal year an annual audited financial 
statements at the end of the fiscal year that has been prepared by an 
independent Certified Public Accountant on an accrual basis, in accordance with 
generally accepted accounting principles as established by the American Institute 
of Certified Public Accountants.     

The Contractor shall also file, within seventy-five (75) days following the end of 
each fiscal year, certified copies of the annual statement and reports as 
prescribed and adopted by the DOI. The Department may request information in 
the form of a consolidated financial statement. 

The Contractor shall file within sixty (60) days following the end of each calendar 
quarter, quarterly financial reports in form and content as prescribed by the 
NAIC. 
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The Contractor shall file with Finance and the Department, within seven (7) days 
after issuance, a true, correct and complete copy of any report or notice issued in 
connection with a financial examination conducted by or on behalf of the DOI.  

38.15   Ownership and Financial Disclosure 

The Contractor agrees to comply with the provisions of 42 CFR 455.104.  The 
Contractor shall provide true and complete disclosures of the following 
information to Finance, the Department, CMS, and/or their agents or designees, 
in a form designated by the Department (1) at the time of each annual audit, (2) 
at the time of each Medicaid survey, (3)  prior to entry into a new contract with 
the Department, (4) upon any change in operations which affects the most recent 
disclosure report, or (5) within thirty-five (35) days following the date of each 
written request for such information: 

A. The name and address of each person with an ownership or control 
interest in (i) the Contractor or (ii) any Subcontractor or supplier in 
which the Contractor has a direct or indirect ownership of five 
percent (5%) or more, specifying the relationship of any listed 
persons who are related as spouse, parent, child, or sibling; 

B. The name of any other entity receiving reimbursement through the 
Medicare or Medicaid programs in which a person listed in 
response to subsection (a) has an ownership or control interest; 

C. The same information requested in subsections (A) and (B) for any 
Subcontractors or suppliers with whom the Contractor has had 
business transactions totaling more than $25,000 during the 
immediately preceding twelve-month period; 

D. A description of any significant business transactions between the 
Contractor and any wholly-owned supplier, or between the 
Contractor and any Subcontractor, during the immediately 
preceding five-year period; 

E. The identity of any person who has an ownership or control interest 
in the Contractor, any Subcontractor or supplier, or is an agent or 
managing employee of the Contractor, any Subcontractor or 
supplier, who has been convicted of a criminal offense related to 
that person’s involvement in any program under Medicare, 
Medicaid, or the services program under Title XX of the Act, since 
the inception of those programs;  

F. The name of any officer, director, employee or agent of, or any 
person with an ownership or controlling interest in, the Contractor, 
any Subcontractor or supplier, who is also employed by the 
Commonwealth or any of its agencies and 

G. The Contractor shall be required to notify the Department 
immediately when any change in ownership is anticipated. The 
Contractor shall submit a detailed work plan to the Department and 
to the DOI during the transition period no later than the date of the 
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sale that identifies areas of the contract that may be impacted by 
the change in ownership including management and staff. 

 
38.16   Utilization and Quality Improvement Reporting 

Utilization and Quality Improvement reports demonstrate compliance with the 
Departments service delivery and quality standards.  These reports shall include, 
but not be limited to: 

A. Trending and analysis reports on areas such as quality of care, 
access to care, or service delivery access; 

B. Encounter data as specified by the Department;  
C. Utilization review and management activities data; and  
D. Other required reports as determined by the Department, including, 

but not limited to, performance and tracking measures. 
 

39.0 Records Maintenance and Audit Rights 

39.1 Medical Records 

Member Medical Records if maintained by the Contractor shall be maintained 
timely, legible, current, detailed and organized to permit effective and confidential 
patient care and quality review. Complete Medical Records include, but are not 
limited to, medical charts, prescription files, hospital records, provider specialist 
reports, consultant and other health care professionals’ findings, appointment 
records, and other documentation sufficient to disclose the quantity, quality, 
appropriateness, and timeliness of services provided under the Contract.  The 
medical record shall be signed by the provider of service. 

The Contractor shall have medical record confidentiality policies and procedures 
in compliance with state and federal guidelines and HIPAA.  The Contractor shall 
protect Member information from unauthorized disclosure as set forth in Section 
39.2 “Confidentiality of Records”.  

The Contractor shall conduct HIPAA privacy and security audits of providers as 
prescribed by the Department. 

The Contractor shall include provisions in its Subcontracts for access to the 
Medical Records of its Members by the Contractor, the Department, the Office of 
the Inspector General and other authorized Commonwealth and federal agents 
thereof, for purposes of auditing.  Additionally, Provider contracts shall provide 
that when a Member changes PCP, the Medical Records or copies of Medical 
Records shall be forwarded to the new PCP or Partnership within ten (10) Days 
from receipt of request.  The Contractor’s PCPs shall have Members sign a 
release of Medical Records before a Medical Record transfer occurs.  

The Contractor shall have a process to systematically review provider medical 
records to ensure compliance with the medical records standards.  The 
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Contractor shall institute improvement and actions when standards are not met.  
The Contractor shall have a mechanism to assess the effectiveness of practice-
site follow-up plans to increase compliance with the Contractor’s established 
medical records standards and goals.  

The Contractor shall develop methodologies for  assessing 
performance/compliance to  medical record standards of PCP’s/PCP sites, high 
risk/high volume specialist, dental providers, providers of ancillaries services not 
less than every three (3) years.  Audit activity shall, at a minimum;     

A. Demonstrate the degree to which providers are complying with 
clinical and preventative care guidelines adopted by the Contractor; 

B. Allow for the tracking and trending of individual and plan wide 
provider performance over time; 

C. Include mechanism and processes that allow for the identification, 
investigation and resolution of quality of care concerns; and  

D. Include mechanism for detecting instances of over-utilization, 
under-utilization, and miss utilization. 
 

39.2 Confidentiality of Records 

The parties agree that all information, records, and data collected in connection 
with this Contract, including Medical Records, shall be protected from 
unauthorized disclosure as provided in 42 C.F.R. Section 431, subpart F, KRS 
194.060A, KRS 214.185, KRS 434.840 to 434.860, and any applicable state and 
federal laws, including the laws specified in Section 41.15 “Health Insurance 
Portability and Accountability Act.” 

The Contractor shall have written policies and procedures for maintaining the 
confidentiality of Member information consistent with applicable laws. Policies 
and procedures shall include but not be limited to, adequate provisions for 
assuring confidentiality of services for minors who consent to diagnosis and 
treatment for sexually transmitted disease, alcohol and other drug abuse or 
addiction, contraception, or pregnancy or childbirth without parental notification or 
consent as specified in KRS 214.185.  The policies and procedures shall also 
address such issues as how to contact the minor Member for any needed follow-
up and limitations on telephone or mail contact to the home.   

The Contractor on behalf of its employees, agents and assigns, shall sign a 
confidentiality agreement.   

Except as otherwise required by law, regulations, or this Contract, access to such 
information shall be limited by the Contractor and the Department, to persons 
who or agencies which require the information in order to perform their duties 
related to the administration of the Department, including but not limited to the 
U.S. Department of Health and Human Services, U.S. Attorney’s Office, the 
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Office of the Inspector General, the Office of Attorney General, and such others 
as may be required by the Department. 

Any data, information, records or reports which may be disclosed to the 
Department by the Contractor pursuant to the express terms of this Contract 
shall not be disclosed or divulged by the Department in whole or in part to any 
other third person, other than expressly provided for in this Contract, or the 
Kentucky Open Records Act, KRS 61.870-61.882.  The Department and the 
Contractor agree that this confidentiality provision will survive the termination of 
this Contract.  

Proprietary information, which consists of data, information or records relating to 
the Contractor, its affiliates’ or subsidiaries’ business operations and structure, 
sales methods, practices and techniques, advertising, methods and practices, 
provider relationships unless otherwise expressly provided for in this Contract, 
non-Medicaid member or enrollee lists, trade secrets, and the Contractor’s, its 
affiliates’ or subsidiaries’ relationships with its suppliers, providers, potential 
members or enrollees and potential providers, is supplied under the terms of this 
Contract based on the Department’s representation that the information is not 
subject to disclosure, except as otherwise provided by the Kentucky Open 
Records Act, KRS 61.870-61.882 or 200 KAR 5:314. The Contractor 
understands that it must designate information it has which it considers 
proprietary so that the Department or Finance may Claim the proprietary 
information exemption to KRS 61.878(1)(c) if a request for such information is 
made.  The Contractor also understands that it shall be responsible for defending 
its Claim that such designated information is proprietary before any applicable 
adjudicator.  

Any requests for disclosure of information received by the Contractor pursuant to 
this section of the Contract shall be submitted to and received by the 
Department’s Contract Compliance Officer within twenty-four (24) hours as 
specified in Section 41.16 “Notices” of this Contract, and no information for 
which an exemption from disclosure exists shall be disclosed pursuant to such a 
request without prior written authorization from the Department. The Department 
shall notify Contractor if its records are being requested under the Open Records 
Law.  

However, non-individual identified data and information required to be reported to 
the Department either by this Contract or by CMS or by applicable laws or 
regulations, shall not be considered confidential.   
 

40.0 Remedies for Violation, Breach, or Non-Performance of Contract  

40.1 Performance Bond 

Finance or the Department shall have the right to enforce the Contractor’s 
Performance Bond pursuant to the terms thereof for any material breach of this 
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Contract after prior written notice to Contractor and an opportunity to cure such 
material breach within thirty (30) days of the date of the notice, and subject to 
Contractor's appeal rights pursuant to Section 41.12 “Disputes.” 

40.2 Violation of State or Federal Law 

A finding by any authorized agency that the Contractor has violated any State or 
Federal Law as it relates to any obligations or requirements under this Contract 
shall subject the Contractor to immediate withholding and forfeiture as a Type A 
violation without the necessity for a Letter of Concern or a Corrective Action Plan.   

 
40.3    Penalties for Failure to Submit Reports and Encounters 

 A. Appendix K.  Reporting Requirements and Reporting Deliverables. 
 

The following regarding reporting requirements and deliverables as found in 
Appendix K. “Reporting Requirements and Reporting Deliverables” shall be 
considered Contract violations for which fines shall be imposed: 

 
1.) failure to provide a required report in the allotted timeframe; or 
2.) submitting incomplete or incorrect reports. 
 

The Department shall notify Contractor of a violation and if the violation is not 
remedied within 5 business days, shall fine the Contractor one hundred ($100) 
dollars per day until the violation is remedied.  The fines shall be deducted from 
the next month’s Capitation Payment.  This violation shall not require a Letter of 
Concern or a Corrective Action Plan before fines are imposed. 
 
B.      Encounter and Encounter File Submission Deadlines, Errors, and 

Penalties,  
 

1. Timely Submission of Encounter File. An Encounter File is 
due on a weekly basis and shall be considered late if not 
received after five (5) business days from the weekly 
submission due date. Failure of the Contractor to submit the 
Encounter File within five (5) business days from the 
scheduled submission due date shall result in an 
assessment of $500.00 per day late fee. 

2. Timely Submission of Encounters from Adjudication Date.  
Encounters shall be submitted within thirty (30) days of the 
adjudication date.  Failure of the Contractor to submit an 
Encounter File with all of the Encounters within thirty (30) 
days from the adjudication date is subject to a $500.00 late 
fee calculated as follows: the total number of days between 
adjudication and submission for all Encounters submitted in 
the Encounter File are averaged; 30 days are then 
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subtracted from the average days submitted for that 
Encounter File. The late fee of $500.00 is then assessed for 
each day over the average.   

An additional penalty for Federally Qualified Health Centers 
and Rural Health Centers encounters of five dollars ($5.00) 
per day shall be assessed for each day greater than thirty 
(30) days.  This assessment shall not exceed one hundred 
thousand dollars ($100,000.00) per month.   

3. Threshold Error.  An Encounter File that exceeds a five (5%) 
percent threshold error rate shall be assessed a per 
Encounter File error fee of $500.00.   

4. Submission – Rejection of Encounters.   Failure of an MCO 
to submit encounter data in the required form or format (as 
required by DMS, 837, ASC X12 EDI for Electronic Data 
Interchange and the KY Companion Guide or current 
industry standard with appropriate KY Companion Guide) for 
one calendar month shall result in an assessment of $25,000 
per file.   

5. Failure to Submit Required Attestation. Failure of an MCO to 
submit the required attestation showing all failed files were 
successfully resubmitted and accepted within thirty (30) days 
of notification,  shall result in an assessment of $10,000 per 
file.  An additional penalty of $1,000 per each late day 
beyond the thirty (30) days of notification shall also be 
assessed. 

 
6. Resubmission of Erred Encounters. Failure to resubmit erred 

encounter records within thirty (30) days from receipt of the 
277U Erred Record Report is subject to a $5.00 per day late 
fee per encounter over thirty (30) days.  The penalty applied 
for any month shall not exceed $100,000. 

 
7. Exact Duplicates. Duplicate encounter submissions are 

subject to a monthly assessment of $5.00 per duplicate not 
to exceed $100,000 per month. 

 

If the Department elects not to exercise any of the penalty clauses herein in a 
particular instance, this decision shall not be construed as a waiver of the 
Department’s right to pursue the future assessment of that performance standard 
requirement and associated penalties. 
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The Department will work with the Contractor to resolve problems in obtaining 
data at all times.  The Contractor acknowledges its responsibility to provide data 
on Members upon request.  

40.4 Requirement of Corrective Action 

A. Letter of Concern 

 Should the Department determine that the Contractor or any 
Subcontractor is in violation of any requirement of this Contract, the 
Department shall notify the Contractor of the deficiency through a 
“Letter of Concern.”  The Contractor shall contact the Department’s 
representative designated by the Department within two business 
days of receipt of the Letter of Concern and shall indicate how such 
concern is unfounded or how it will be addressed.  If the Contractor 
fails to timely contact the designated representative regarding a 
Letter of Concern, the Department shall proceed to the additional 
enforcement contained in this Contract.   

B. Corrective Action Plan 

 Should Finance or the Department determine that the Contractor or 
any Subcontractor is not in substantial compliance with any 
material provision of this Contract, Finance or the Department shall 
issue a written deficiency notice and require a corrective action plan 
be filed by the Contractor within ten (10) business days following 
the date of the notice.   

 A corrective action plan shall delineate the time and manner in 
which each deficiency is to be corrected.  The plan shall be subject 
to approval by Finance or the Department, which may accept the 
plan as submitted, may accept the plan with specified 
modifications, or may reject the plan within ten (10) business days 
of receipt.  Finance or the Department may reduce the time allowed 
for corrective action depending upon the nature of the deficiency.  

C.  Failure to Respond to Letter of Concern or Corrective Action Plan 
Notice 

 Failure of the Contractor to respond to a Letter of Concern within 
two (2) business days of receipt of the Letter of Concern shall result 
in a $500.00 per day penalty for each day until the response is 
received.  Failure of the Contractor to submit a Corrective Action 
Plan within ten (10) business days following the date of the written 
deficiency notice shall result in a $1000.00 per day penalty for each 
day until the Corrective Action Plan is received. 

D.  Request for Extension 
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 Upon request, Finance or the Department may extend the time 
allowed for both a response to the Letter of Concern and a 
Corrective Action Plan depending upon the nature of the deficiency.  
The Contractor shall request an extension of time in writing from 
the representative designated in the Letter of Concern or the written 
deficiency notice.  The written request shall contain a justification 
and proposed extension period.  If an extension is granted, the 
penalty per day for both a late Letter of Concern or a late Corrective 
Action Plan would begin after the expiration of the extension period.  

40.5 Penalties for Failure to Correct 

A. Civil Money Penalties  
 
 Following failure on the part of the Contractor to cure a default in 

accordance with a plan of correction under Section 40.4 
“Requirement of Corrective Action,” Finance or the Department 
may impose civil money penalties in the circumstances and the 
amounts set forth below if the Contractor does any of the following: 
(1) Fails substantially to provide Medically Necessary items and 

services that are required under law and under this Contract 
($25,000); 

(2) Imposes excess premiums and charges; (doubles the 
excess amount charged); 

(3) Acts to discriminate among Members; (an amount not to 
exceed $100,000); 

(4) Misrepresents or falsifies information; (an amount not to 
exceed $100,000);  

(5) Fails to comply with the requirements for physician incentive 
plans, as set forth (for Medicare) in 42 CFR §§422.208 and 
422.210 ($25,000); or 

(6) Violates marketing guidelines ($10,000). 

B. Withholding and Forfeiture  
 
 Upon the issuance of a written deficiency notice requiring a 

corrective action plan, the Department shall withhold one quarter of 
one (0.25%) percent of the monthly Capitation Payment for Type B 
deficiencies until the corrective action has been completed.  The 
Department shall withhold one-half of one (0.5%) percent of the 
monthly Capitation Payment for Type A deficiencies until the 
corrective action has been completed.  

 If the deficiency is not remedied within three (3) months from 
acceptance of the corrective action plan, one-half of the funds 
withheld shall be forfeited. If the deficiency is not remedied 
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within six (6) months from acceptance of the corrective action plan, 
all of the funds withheld shall be forfeited.  

Type A deficiencies shall be a written deficiency in the 
requirements in the following sections: 23 through 37, inclusive.  

 
Type B deficiencies shall be a written deficiency in the 
requirements in the following sections:  3-15, 17-22, 38 and 41.  

 
 

40.6 Notice of Contractor Breach 

If the Contractor is not in substantial compliance with any material provision of 
this Contract that cannot be cured or if the Contractor fails to cure a default in 
accordance with a plan of correction under Section 40.4 “Requirement of 
Corrective Action,” or comply with Sections 1932, 1903(m) and 1905(t) of the 
Social Security Act, or 42 CFR 438.  Finance shall issue a written notice to the 
Contractor indicating the nature of the default and advising the Contractor that 
failure to cure the default within a defined time period to the satisfaction of the 
Department, may lead to the imposition of any sanction or combination of 
sanctions provided by the terms of this Contract, or otherwise provided by law, 
including but not limited to all of the following: 

A. Suspension of further Enrollment for a defined time period;  
B. Suspension of Capitation Payments;   
C. Suspension or recoupment of the Capitation Rate paid for any 

month for any Member who was denied the full extent of Covered 
Services meeting the standards set by this Contract, or who 
received or is receiving substandard services; 

D. A claim against Contractor’s Performance Bond; 
E. Appoint temporary management; and 
F. Grant Members the right to disenroll without cause 

 
40.7 Additional Sanctions Required by CMS 

Payments provided for under this Contract will be denied for new enrollees when, 
and for so long as, payment for those enrollees is denied by CMS under 42 CFR 
438.730(e). 
 

40.8 Termination for Default 

In addition to nonperformance of the particular terms and conditions of this 
Contract by the Contractor, each of the following shall constitute breach of the 
Contract by Contractor for which actual and consequential money damages and 
any of the other remedies set forth in the Contract are available to Finance, as 
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well as a remedy of immediate termination of this Contract if the problem is not 
cured in the time frame specified by the Department: 

A. The conduct of the Contractor, any Subcontractor or supplier, or the 
standard of services provided by or on behalf of the Contractor, 
fails to meet the Department’s minimum standards of care or 
threatens to place the health or safety of any group of Members in 
jeopardy; 

B. The Contractor is either expelled or suspended from the federal 
health insurance programs under Title XVIII or Title XIX of the 
Social Security Act; 

C. Contractor’s license to operate as an HMO is suspended or 
terminated by the DOI, or any adverse action is taken by the DOI 
which is deemed by the Department to affect the ability of the 
Contractor to provide health care services as set forth in this 
Contract to Members; 

D. The Contractor fails to maintain protection against fiscal insolvency 
as required under state or federal law, or as required by the terms 
of this Contract, or the Contractor fails to meet its financial 
obligations as they become due other than with respect to 
contested or challenged Claims filed by Members or Providers; 

E. The Contractor fails to or knowingly permits any Subcontractor, 
supplier, or any other person or entity who receives compensation 
pursuant to performance of this Contract, to fail to comply with the 
nondiscrimination and affirmative action requirements of Section 
5.3 “Nondiscrimination and Affirmative Action” of this Contract; 

F. The Contractor provides or knowingly permits any Subcontractor to 
provide fraudulent, or intentionally misleading or misrepresentative 
information to any Member, or to any agent of the Commonwealth 
or the United States in connection with; or 

G. Gratuities other than de minimus or otherwise legal gratuities are 
offered to, or received by, any public official, employee or agent of 
the Commonwealth from the Contractor, its agent’s employees, 
Subcontractors or suppliers, in violation of Offer of Gratuities and 
Affirmative Action of this Contract;  

H. The Contractor violates any of the confidentiality provisions of this 
Contract; or 

I. The Contractor fails to provide covered services to its Members. 

As part of Finance’s option to terminate, if the Contractor is in uncured material 
breach of the Contract or is insolvent, the Department has the option to assume 
the rights and obligations of the Contractor and directly operate the Contractor’s 
network, using the existing Contractor’s administrative organization, to ensure 
delivery of care to Members through the Contractor’s Network until cure by the 
Contractor of the breach or by demonstrated financial solvency, or until the 
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successful transition of those Members to other MCOs at the expense of the 
Contractor. 

The certification by the Commissioner of the Department of the occurrence of 
any of the events stated above shall be conclusive.  The Contractor, however, 
shall retain all rights to dispute resolution specified in Disputes of this Contract.  

Before terminating the Contract under 42 CFR 438.708, Finance must provide 
the Contractor with a pre-termination hearing.  The State shall give the 
Contractor written notice of its intent to terminate, the reason for termination, and 
the time and place of hearing. Finance shall give the Contractor, after the 
hearing, written notice of the decision affirming or reversing the proposed 
termination of the Contract, and for an affirming decision, the effective date of 
termination.  For an affirming decision, the Department shall give Members 
notice of the termination and information, consistent with 42 CFR 438.10 on their 
options for receiving Medicaid services following the effective date of termination 

40.9   Obligations upon Termination 

Upon termination of this Contract before the end of its term regardless of cause 
except for the convenience of the Commonwealth, the Contractor shall be solely 
responsible for the provision and payment for all Covered Services for all 
Members for the remainder of any month for which the Department has paid the 
monthly Capitation Rate. Contractor may be requested to continue in place for 
two additional months. Upon final notice of termination, on the date, and to the 
extent specified in the notice of termination, the Contractor shall:  

A. Continue providing Covered Services to all Members until midnight 
on the last day of the calendar month for which a Capitation 
Payment has been made by the Department; 

B. Continue providing all Covered Services to all infants of female 
Members who have not been discharged from the hospital following 
birth, until each infant is discharged, or for the period specified in 
(a) above, whichever period is shorter; 

C. Continue providing inpatient hospital services to any Members who 
are hospitalized on the termination date, until each Member is 
discharged, or for the period specified in (a) above, whichever 
period is shorter; 

D. Arrange for the transfer of Members and Medical Records to other 
appropriate Providers; 

E. Promptly supply to the Department such information as it may 
request respecting any unpaid Claims submitted by Out-of- 
Network Providers and arrange for the payment of such Claims 
within the time periods provided herein; 

F. Take such action as may be necessary, or as the Department may 
direct, for the protection of property related to this Contract, which 
is in the possession of the Contractor and in which the Department 
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has or may acquire an interest; and 
G. Provide for the maintenance of all records for audit and inspection 

by the Department, CMS and other authorized government officials, 
in accordance with terms and conditions specified in this Contract 
including the transfer of all such data and records, or copies 
thereof, to the Department or its agents as may be requested by 
the Department; and the preparation and delivery of any reports, 
forms or other documents to the Department as may be required 
pursuant to this Contract or any applicable  policies  and 
procedures of the Department. 

The covenants set forth in this Section shall survive the termination of this 
Contract and shall remain fully enforceable by Finance against the Contractor.  In 
the event that the Contractor fails to fulfill each covenant set forth in this Section, 
the Department shall have the right, but not the obligation, to arrange for the 
provision of such services and the fulfillment of such covenants, all at the sole 
cost and expense of the Contractor and the Contractor shall refund to the 
Department all sums expended by the Department in so doing.  

After Finance notifies the Contractor that it intends to terminate the Contract, the 
Department may provide the Members written notice of Finance’s intent to 
terminate the Contract and allow the Members to disenroll immediately without 
cause. 

40.10 Liquidated Damages 

If the Contractor breaches the Contract and the actual and consequential 
damages caused by that breach cannot be demonstrated, the Contractor shall 
pay to the Department liquidated damages up to ten percent (10%) of the 
Contractor’s annual Capitation Payment.  Such payment is to be made no later 
than thirty (30) days following the date of termination.  Finance and the 
Contractor agree that the sum set forth herein as liquidated damages is a 
reasonable pre-estimate of the probable loss which will be incurred by the 
Department in the event this Contract is terminated prior to the end of the 
Contract term and actual or consequential money damages cannot be 
demonstrated. 

If this Contract is terminated by Finance for convenience as specified in Section 
40.12 “Termination for Convenience” of this Contract, the Contractor may seek 
a remedy pursuant to 200 KAR 5:312.   

40.11   Right of Set Off 

The Contractor hereby grants to Finance a lien and right of set off for any refund 
and liquidated damages due the Department pursuant to this Contract, upon and 
against any deposits, credits, payments due or other property of the Contractor at 
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any time in the possession or control of the Department or in transit to the 
Department.   

40.12 Annual Contract Monitoring 

Finance or the Department retains the right to withhold payment if the Contractor 
does not comply with programmatic and fiscal reporting and monitoring 
requirements following failure on the part of the Contractor to cure a default in 
accordance with a plan of correction under Section 40.4 “Requirement of 
Corrective Action.” 

 
40.13 Termination for Convenience  

Finance upon thirty (30) days prior written notice to the Contractor may terminate 
this Contract without cause.  Termination shall be effective only at midnight of the 
last day of a calendar month, except for termination notices received in June, 
which termination shall be effective on June 30. In the event of such a 
termination, Contractor shall have a transition period of not less than three (3) 
nor more than six (6) months to transition services, during which time the terms 
and conditions of this Contract shall continue to apply, and Contractor shall 
provide Covered Services to, and shall be paid pursuant to the Capitation Rate 
set forth herein for, each Member up to and including the date of transition of 
such Member.   

40.14   Funding Out Provision 

The Contractor agrees that if funds are not appropriated to the Department or are 
not otherwise available for the purpose of making payments, the Commonwealth 
shall be authorized, upon sixty (60) days written notice to the Contractor to 
terminate this contract. The termination shall be without any other obligation or 
liability of any cancellation or termination charges, which may be fixed by this 
Contract. 

 
41.0 Miscellaneous  

41.1   Documents Constituting Contract 

This Contract shall include 

1.        This Medicaid Managed Care Contract; 
2.        The Appendices to this Contract; 
3.        The Request for Proposal and all attachments and addendums 

thereto, including Section 40--Terms and Conditions of a Contract 
with the Commonwealth of Kentucky, where applicable; 

4.        General Conditions contained in 200 KAR 5:021 and Office of 
Procurement Services’ FAP110-10-00; 

5.       The Contractor’s proposal in response to the RFP. Provided 
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however, by submitting materials in response to the RFP, the 
Contractor has not fulfilled any obligation under this Contract to 
submit plans, programs, policies, procedures, forms or documents, 
etc. to the Department for approval as required by this Contract. 

 
In the event of any conflict between or among the provisions contained in the 
Contract, the order of precedence shall be as enumerated above. The 
documents listed above constitute the entire agreement between the parties. 
 

41.2 Definitions and Construction 

The terms used in this Contract shall have the definitions set forth in Section 1 
“Definitions,” unless this Contract expressly provides otherwise.  References to 
numbered sections refer to the designated sections contained in this Contract.  
Titles of sections used in this Contract are for reference only and shall not be 
deemed to be a part of this Contract. 

41.3   Amendments 

This Contract may be amended at any time by written mutual consent of the 
Contractor and Finance and the Department, and upon approval of CMS.  In the 
event that changes in state or federal law require the Department to amend its 
Contract with the Contractor, notice shall be made to the Contractor in writing 
and any such amendment shall be subject to the applicable payment rate 
revision provisions as described in Section 11.2 “Rate Adjustments.”  The 
Department may, from time to time provide clarification of the Providers’ and the 
Contractor’s responsibilities, provided, however, such clarification shall not 
expand or amend the duties and obligations under this Contract without an 
amendment.   

41.4 Notice of Legal Action 

The Contractor shall provide written notice to Finance of any legal action or 
notice listed below, within ten (10) days following the date the Contractor 
receives written notice of: 

A. Any action, proposed action, lawsuit or counterclaim filed against 
the Contractor, or against any Subcontractor or supplier, related in 
any way to this Contract; 

B. Any administrative or regulatory action, or proposed action, 
respecting the business or operations of the Contractor, any 
Subcontractor or supplier, related in any way to this Contract; 

C. Any notice received from the DOI or the Cabinet for Health and 
Family Services; 

D. Any claim made against the Contractor by a Member, 
Subcontractor or supplier having the potential to result in litigation 
related in any way to this Contract; 
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E. The filing of a petition in bankruptcy by or against a Subcontractor 
or supplier, or the insolvency of a Subcontractor or supplier; and 

F. The payment of a civil fine or conviction of any person who has an 
ownership or controlling interest in the Contractor, any 
Subcontractor or supplier, or who is an agent or managing 
employee of the Contractor, any Subcontractor or supplier, of a 
criminal offense related to that person’s involvement in an program 
under Medicare, Medicaid, or Title XX of the Act, or of Fraud, or 
unlawful manufacture, distribution, prescription or dispensing of a 
controlled substance, as specified in 42 USC 1320a-7. 

A complete copy of all documents, filings or notices received by the Contractor 
shall accompany the notice to Finance.  A complete copy of all further filings and 
other documents generated in connection with any such legal action shall be 
provided to Finance within ten (10) days following the date the Contractor 
receives such documents. 

41.5 Conflict of Interest 

By the signature of its authorized representative, the Contractor certifies that it is 
legally entitled to enter into this Contract with the Commonwealth, and in holding 
and performing this Contract, the Contractor does not and will not violate either 
applicable conflict of interest statutes (KRS 45A.330-45A.340, 45A.990, 
164.390), or KRS 11A.040 of the Executive Branch Code of Ethics, relating to the 
employment of former public servants. 

41.6 Offer of Gratuities/Purchasing and Specifications 

The Contractor certifies that no member or delegate of Congress, nor any 
elected or appointed official, employee or agent of the Commonwealth, the 
Kentucky Cabinet for Health and Family Services, CMS, or any other federal 
agency, has or will benefit financially or materially from this procurement.  This 
Contract may be terminated by Finance pursuant to Section 40.7 “Termination 
for Default,” herein if it is determined that gratuities were offered to or received 
by any of the aforementioned officials or employees from the Contractor, its 
agents, employees, Subcontractors or suppliers. 

The Contractor certifies by its signatories hereinafter that it will not attempt in any 
manner to influence any specifications to be restrictive in any way or respect nor 
will it attempt in any way to influence any purchasing of services, commodities or 
equipment by the Commonwealth.  For the purpose of this paragraph, “it” is 
construed to mean any person with an interest therein, as required by applicable 
law. 



167 
 

41.7 Independent Capacity of the Contractor and Subcontractors 

It is expressly agreed that the Contractor and any Subcontractors and agents, 
officers, and employees of the Contractor or any Subcontractors shall act in an 
independent capacity in the performance of this Contract and not as officers or 
employees of the Department or the Commonwealth.  It is further expressly 
agreed that this Contract shall not be construed as a partnership or joint venture 
between the Contractor or any Subcontractor and the Department or the 
Commonwealth.  

41.8 Assignment 

Except as allowed through subcontracting, this Contract and any payments that 
may become due hereunder shall not be assignable by the Contractor, either in 
whole or in part, without prior written approval of Finance.  The transfer of five 
percent (5%) or more of the direct ownership in the Contractor at any time during 
the term of this Contract shall be deemed an assignment of this Contract.  
Finance shall be entitled to assign this Contract to any other agency of the 
Commonwealth which may assume the duties or responsibilities of the 
Department relating to this Contract.  Finance shall provide written notice of any 
such assignment to the Contractor, whereupon the Department shall be 
discharged from any further obligation or liability under this Contract arising on or 
after the date of such assignment.  

41.9 No Waiver 

No covenant, condition, duty, obligation, or undertaking contained in or made a 
part of this Contract may be waived except by written agreement of the parties.  
The forbearance or indulgence in any form or manner by either party shall not 
constitute a waiver of any covenant, condition, duty, obligation, or undertaking to 
be kept, performed, or discharged by the party to which the same may apply.  
Until complete performance or satisfaction of all such covenants, conditions, 
duties, obligations, or undertakings, the other party shall have the right to invoke 
any remedy available under law or equity, notwithstanding any such forbearance 
or indulgence. 

41.10 Severability 

In the event that any provision of this Contract (including items incorporated by 
reference) is found to be unlawful, invalid or unenforceable, such provision shall 
be deemed severed from this Contract and Finance the Department and the 
Contractor shall be relieved of all obligations arising under such provision.  If the 
remaining parts of this Contract are capable of performance, this Contract shall 
continue in full force and effect, and all remaining provisions shall be binding 
upon each party to this Contract as if no such unlawful, invalid or unenforceable 
provision had been part of this Contract.  If the laws or regulations governing this 
Contract should be amended or judicially interpreted so as to render the 
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fulfillment of this Contract impossible or economically not feasible, as determined 
jointly by Finance, the Department and the Contractor, Finance, the Department 
and the Contractor shall be discharged from any further obligations created 
under the terms of this Contract. 

41.11 Force Majeure 

The parties shall be excused from performance thereunder for any period that it 
is prevented from providing, arranging for, or paying for services as a result of a 
catastrophic occurrence or natural disaster including but not limited to an act of 
war, and excluding labor disputes. 

41.12 Disputes 

Any disputes arising under this Contract which cannot be disposed of by 
agreement between the parties, shall be decided by the Secretary of the Cabinet 
for Health and Family Services or his/her duly authorized representative.  Such 
decision shall be produced in writing and sent via first-class mail to the Contract 
Compliance Officer for the Contractor at the address specified in Section 41.16 
“Notices” of this Contract.  The decision of the Secretary or his representative 
shall be final and conclusive unless, within ten (10) working days following the 
date of notice to the Contractor of such decision, the Contractor mails or 
otherwise furnishes a written appeal to the Secretary of the Finance and 
Administration Cabinet. 

Any appeal to the Secretary of the Finance and Administration Cabinet shall be 
in accordance with KRS Chapter 45A.225 et seq. and regulations promulgated 
thereunder.  The Contractor shall proceed diligently with the performance of this 
Contract in accordance with the decision rendered by the Secretary of the 
Cabinet for Health and Family Services until the Secretary of the Finance and 
Administration Cabinet renders a final decision.   

The Contractor acknowledges that, pursuant to KRS Chapter 45A.225 et seq., 
the Secretary of the Finance and Administration Cabinet is the final arbiter of any 
and all disputes concerning the Contract or the Department, subject to the right 
of the Contractor to appeal any such determination to the Circuit Court of 
Franklin County, Kentucky. 

41.13   Modifications or Rescission of Section 1915 Waiver / State Plan Amendment 

It is understood Contractor operates either pursuant to authority granted to the 
Department under a waiver granted by CMS. Notwithstanding any other provision 
contained herein, if at any time the waiver is rescinded or materially changed in 
scope, format, funding or is withdrawn or modified the Department reserves the 
right to immediately and without notice suspend or terminate this Contract 
pursuant to Sections 40.1 through 40.13 “Remedies for Violation, Breach or 
Non-Performance of Contract” herein. 
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41.14   Choice of Law 

The Contract shall be governed by and construed in accordance with the laws of 
the Commonwealth and applicable federal law and regulations.  The Contractor 
shall be required to bring all legal proceedings against the Commonwealth in the 
Franklin County Circuit Court of the Commonwealth and the Contractor shall 
accept jurisdiction of the Kentucky courts over all matters arising out of this 
Contract. 

41.15   Health Insurance Portability and Accountability Act 

The Contractor agrees to abide by the rules and regulations regarding the 
confidentiality of protected health information as defined and mandated by the 
Health Insurance Portability and Accountability Act (42 USC 1320d) and set forth 
in federal regulations at 45 CFR Parts 160 and 164.  Any Subcontract entered by 
the Contractor as a result of this Contract shall mandate that the Subcontractor 
be required to abide by the same statutes and regulations regarding 
confidentiality of protected health information as are the Contractor. 

41.16   Notices 

All notices required by, or pursuant to, this Contract shall be deemed duly given 
upon delivery, if delivered by hand (against receipt), or three (3) business days 
after posting, if sent by registered or certified mail, return receipt requested, to a 
party’s representative or representatives, as designated in this Contract at the 
address or addresses designated in this Contract. Notices to Finance and the 
Department, except those specified to be given to the Department’s Fiscal Agent, 
shall be given to both of the following: 

Finance and Administration Cabinet 
Office of Procurement Services  
Attn:  Executive Director 
Room 96 Capitol Annex 
Frankfort, Kentucky 40601 
 

Department for Medicaid Services 
Commissioner  
275 East Main Street 
Frankfort, Kentucky 40621 
 
Notices to the Contractor shall be given to the following: 
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41.17   Survival 

The provisions of this Contract which relate to the obligations of the Contractor to 
maintain records and reports shall survive the expiration of earlier termination of 
this Contract for a period of five (5) years or such other period as may be 
required by record retention policies of the Commonwealth or CMS, or otherwise 
required by law.  Each party’s right to recoupment pursuant to Section 10.4 
“Contractor Recoupment from Member for Fraud, Waste and Abuse” of this 
Contract shall survive the expiration or earlier termination of this Contract until 
such time as all payments and/or recoupment have been finally settled.   

Finance’s, the Department’s and the Contractor’s rights pursuant to Sections 
13.1through 13.5 “Contractor’s Financial Security Obligations” of this 
Contract shall survive expiration, or earlier termination of this Contract, until such 
time as the Contractor has satisfactorily complied with the terms thereof.  

41.18   Prohibition on Use of Funds for Lobbying Activities 

The contractor agrees that no funding derived directly or indirectly from funds 
pursuant to this contract shall be used to support lobbying activities or expenses 
of state or federal government agencies or state or federal lawmakers. 

41.19   Adoption of Auditor of Public Account (APA) Standards for Public and Nonprofit   
Boards 

The contractor agrees to adopt the APA Standards for Public and Nonprofit 
Boards, if applicable.  The contractor agrees to provide documentation of this 
adoption within thirty (30) days of execution of the contract. 

41.20   Review of Distributions 

The Contractor agrees to seek approval from the Department prior to submitting 
a request for approval of the Kentucky Department of Insurance of any 
distributions of capital and surplus that are subject to the provisions of KRS 
Chapter 304.  The parties agree that capital and surplus amounts in excess of 
the required minimum amount required to be maintained under the Kentucky 
Insurance Code or as may be determined by the Kentucky Insurance 
Commissioner at any time represents net worth assets for the purposes of 
benefitting the Commonwealth of Kentucky’s Medicaid Program and its 
beneficiaries.  The parties agree to make a good faith effort to cooperatively 
decide how much excess capital and surplus is needed by the contractor and 
possible uses of excess capital and surplus that should not be retained by the 
contractor. This Section shall not apply in the event the Contractor is not 
domiciled in the Commonwealth of Kentucky, provided, however that on a semi-
annual basis Contractor shall provide the Department with medical loss ratio 
calculations relating specifically to this Contract and risk-based capital 
calculations, and on a quarterly basis Contractor shall provide to the Department 
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the most recent quarterly financial filing that the Contractor submitted to the 
Department of Insurance in its state of domicile. 

41.21   Audits 

The Contractor agrees that the Department, the Finance and Administration 
Cabinet, the Auditor of Public Accounts, and the Legislative Research 
Commission, or their duly authorized representatives, shall have access to any 
books, documents, papers, records, or other evidence, which are directly 
pertinent to this contract for the purpose of financial audit or program review. 
Records and other prequalification information confidentially disclosed as part of 
the bid process shall not be deemed as directly pertinent to the contract and shall 
be exempt from disclosure as provided in KRS 61.878(1)(c). The contractor also 
recognizes that any books, documents, papers, records, or other evidence, 
received during a financial audit or program review shall be subject to the 
Kentucky Open Records Act, KRS 61.870 to 61.884 subject to applicable 
exceptions 

41.22   Cost Effective Analyses 

The Contractor will cooperate with any analyses conducted by the Department or 
its agent(s) of the cost effectiveness of the contract for any period.  Such 
analyses may review cost effectiveness from any number of comparisons.  Such 
analyses will be used to assist the Department to meet federal requirements, 
program management and provide accountability and transparency to the public. 

41.23   Open Meetings and Open Records 

The Contractor agrees that only those portions of its Board of Directors meetings 
or parts of its meetings that are with the Department shall be open to the public. 

The Contractor for the purpose of this Contract and any documents or records 
pertaining to this Contract provided to the Department or Finance shall be 
considered a “public record” under the Open Records Act, KRS 61.870 through 
KRS 61.884.  If the Contractor wishes to claim any documents or records 
provided to the Department or Finance exempt from release under the Open 
Records Act, the Contractor shall be required to note the appropriate exemption 
when providing the documents or records and, if necessary, to take the 
appropriate legal actions to defend such exemption.  

41.24   Disclosure of Certain Financial Information 

The Contractor agrees to provide the Department upon request information 
regarding salaries, travel, other compensation, and other expenses listed in 
Appendix K. “Reporting Requirements and Reporting Deliverables.”  The 
contractor agrees to provide any information requested by the Department 
regarding expenditures related to this contract.  Including but not limited to any 
findings of the Medicaid Managed Care Operations Examination.  
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