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1. Preamble 
 

This Contract is entered into among the Commonwealth of Kentucky, Finance 
and Administration Cabinet (“Finance”), and Coventry Health and Life 
Insurance Company, Inc., a Delaware corporation (“Contractor”). 

WHEREAS, the Kentucky Department of 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 or otherwise located in the Medicaid Managed 
Care Region(s), 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 - Finance and Administration Cabinet and 
the Department of 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: 

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

Action means, as defined in 42 CFR 438.400(b), the 
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; 
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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 Region. 

 
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.  

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. 

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 
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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 
and health care services needs that make them eligible to participate in 
Commission sponsored programs, including provision of Medical care.  The 
Commission is an essential part of the Commonwealth’s health safety net.   
 

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 
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and may involve family, or other significant people.  The assessment may be 
done in conjunction with care planning. 

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 39.14 “Documents 
Constituting Contract” of this Contract. 

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

Contract Term means the term of this Contract as set forth in Section 8.1. 

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

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.  
 
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. 
 
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. 
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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  
(2) that transfer may pose a threat to the health  or safety of the 

woman or the unborn child. 
 
Emergency Medical Services or Emergency Care means care for a condition 
as defined in 42 USC 1395dd and 42 CFR 438.114. 

Encounter means a service or item provided to a patient through the healthcare 
system that include 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 Record means the electronically formatted list of Encounter data 
elements per Encounter as established by the Department and specified in 
Appendix D.  

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 HIPAA834 following approval by the Department of an eligible Member to 
be enrolled. 
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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 
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 Record means an encounter record that has failed an edit 
when a correction is expected by the Department.   

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, 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. 
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Health Care Effectiveness Data and Information Set (HEDIS) means a tool 
used to measure performance on important dimensions of care of services. 

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 its implementing regulations (45 C.F. R. sections 142, 160, 162, and 164), all 
as may be amended.  

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. 

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

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

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.  

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 and is coordinated between the schools and the Contractor.  
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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.    

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.  

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.  

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

Kentucky Department of Insurance (DOI) regulates the Commonwealth's 
insurance market, licenses insurance agents and other insurance professionals 
and monitors the financial condition of insurance companies, educates 
consumers to make wise choices and ensures that Kentuckians are treated fairly 
in the marketplace. 
 
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 a health maintenance organization 
(HMO) or insurer which has a contract with the DMS services to provide services 
to its Medicaid enrollees as accessible (in terms of timeliness, amount, duration, 
and scope) as those services are to other Medicaid Members within the area 
served by the entity.  

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

Medical Detoxification means management of symptoms during the acute 
withdrawal phase from a substance to which the individual has been addicted. 

Medical Record means a single complete record that documents all of the 
treatment plans developed for, and medical services received by, the Member 
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). 

MIS means Management Information System. 

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 the HIPAA. 

Office of Inspector General (OIG) is Kentucky's regulatory agency for licensing 
all health care, day care and long-term care facilities and child adoption/child-
placing agencies in the Commonwealth.  The OIG is responsible for the 
prevention, detection and investigation of fraud, abuse, waste, mismanagement 
and misconduct by the Cabinet's clients, employees, medical providers, vendors, 
contractors and subcontractors and it conducts special investigations into matters 
related to the Cabinet or its programs as requested by the cabinet secretary, 
commissioners or office heads.  

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. 

Point-of-Sale (POS) means state-of-the-art, online and real-time rules-based 
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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 907 KAR 1:810, Section 6 to a qualified 
pregnant woman based on an income screening performed by a qualified 
provider. 

Primary Care Provider or “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 or 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. 

Rural Health Clinic or 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. 

Specialty Care means any service provided that is not provided by a PCP. 

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 1:560. 
 
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, or any 
administrative, support or other health care 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 person or entity which contracts directly or indirectly, 
or otherwise agrees, to perform any function, or to support performance of any 
function, for the purpose of fulfilling a Contractor’s obligations under an MCO 
Contract, including, but not limited to, provision of any administrative, support, or 
health care services, or to provide any material in support of those services. 

Teaching hospital means a hospital providing the services of interns or 
residents-in-training under a teaching program approved by the appropriate 
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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. 

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. 
 

3. Abbreviations and Acronyms 
 

ADA - American Dental Association 
AFDC - Aid to Families with Dependent Children 
AHRQ - Agency for Health Care Research and Quality 
AIDS - Acquired Immune Deficiency Syndrome 
AM - Ante Meridian 
APRN - Advanced Practice Registered Nurse 
A/R - Accounts Receivable 
 
BBA - Balanced Budget Act 
BCCTP - Breast and Cervical Cancer Treatment Program 
BH - Behavioral Health 
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CAHPS - Consumer Assessment of Health Care Providers and Systems 
CAP - Corrective Action Plan 
CCD - Continuity of Care Document 
CD - Compact Disc 
CFR - Code of Federal Regulations 
CHFS - Cabinet for Health and Family Services 
CIT - Crisis Intervention Team 
CLIA - Clinical Laboratory Improvement Amendments 
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 
CVA - Cerebrovascular Accident  
 
D (Rh) - Disease (Rheus) 
DAIL - Department for Aging and Independent Living 
DBHDID - Department for Behavioral Health, Developmental and Intellectual 
Disabilities 
DCBS - Department for Community Based Services 
DIVERTS - Direct Intervention: Vital Early Responsive Treatment Systems  
Department - Department for Medicaid Services 
DOI - Department of Insurance 
DSH - Disproportionate Share Hospital 
DSM-IV - Diagnostic and Statistical Manual of Mental Disorders, Fourth Edition 
DSS - Department for Social Services 
 
EBP - Evidence-based Practice 
ED - Emergency Department  
EEO - Equal Employment Opportunity 
EPSDT - Early and Periodic Screening, Diagnosis and Treatment   
EQR - External Quality Review  
EQRO - External Quality Review Organization 
EST - Eastern Standard Time 
 
FDA - Food and Drug Administration 
FQHC - Federally Qualified Health Center 
FTE - Full-time Equivalent 
 
HCC - Health Call Center 
HCPCS - Health Care Common Procedure Coding System 
HEDIS - Health Care Effectiveness Data and Information Set 
HIPAA - Health Insurance Portability and Accountability Act 
HIV - Human Immunodeficiency Virus 
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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 
IDEA - Individuals with Disabilities Education Act  
IEP - Individualized Education Program 
ISHCN - Individuals with Special Health Care Needs  
ISS - Interactive Survey System 
IT - Information Technology 
 
KAR - Kentucky Administrative Regulation 
KRS - Kentucky Revised Statute 
KHIE - Kentucky Health Information Exchange 
 
LPN - Licensed Practical Nurse 
 
MCO - Managed Care Organization 
MIS - Management Information System 
MMIS - Medicaid Management Information System 
 
NAIC - National Association of Insurance Commissioners 
NCCI – National Correct Coding Initiative 
NCPDP - National Council for Prescription Drug Programs 
NCQA - National Committee for Quality Assurance  
NDC - National Drug Code 
NEMT – Nonemergency Medical Transportation 
NPI – National Provider Identification 
 
OSCAR – Online Survey Certification and Reporting  
 
PCP - Primary Care Provider 
P&T – Pharmacy and Therapeutic (Committee) 
PDL – Preferred Drug List 
PIP - Performance Improvement Project  
PM - Post Meridian 
POS – Point of Sale 
PRTF - Psychiatric Residential Treatment Facility 
PSN - Provider-Sponsored Integrated Health Delivery Network 
 
QAPI - Quality Assessment and Performance Improvement 
QDWI - Qualified Disabled Working Individual 
QI - Quality Improvement 
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QIC – Quality Improvement Committee 
QID - Quality Improvement Directive 
QMB - Qualified Medicare Beneficiary 
 
RAC – Recovery Audit Contractor  
RFP - Request for Proposal 
RHC - Rural Health Clinic 
RN - Registered Nurse 
 
SED - Serious Emotional Disturbance  
SLMB - Specified Low Income Medicare Beneficiary 
SMI - Serious Mental Illness 
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 
 
VFC - Vaccines for Children 
VPN - Virtual Private Network 
 
WIC - Women, Infants and Children 
WS-Security - Web Services-Security 
 
XDS - Cross-enterprise Document Sharing 

 
4. Contractor Terms 

4.1 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 section shall 
remain true, accurate and complete statements of fact throughout the term 
of the Contract. 

4.2 Organization and Valid Authorization 

 Contractor is a Legal Entity duly organized, validly existing and in good 
standing under the laws of the Commonwealth, and each is in full 
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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. 

4.3 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’s Name of which the Finance has not been notified. 

4.4 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. 

4.5 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. 
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4.6 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) 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 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. 

4.7 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 
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liability against the Contractor or its Affiliate(s), would create a substantial 
likelihood that the Contractor’s ability to perform its obligations under this 
Agreement 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. 

 

5. Contractor Functions 

5.1 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 Remedies for Violation, Breach, or Non-
Performance of Contract herein.  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, other related managed care regulations and the 1915 Waiver, 
as applicable. 

5.2 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 10.1, 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 10.1. 
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The Contractor agrees that its administrative costs shall not exceed ten 
percent (10%) of the total Medicaid managed care contract cost.   

5.3 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 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 requirement in 42 CFR 438. 

 
6. Contractor Conformance with Applicable Law, Policies and Procedures 

6.1 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. 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. 

6.2 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 



 

 27 

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 activities. 

6.3 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 or age.  The Contractor further agrees to comply with the 
provision of the Americans with Disabilities Act of 1990 (Public Law 
101- 336) (ADA), 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. 
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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, 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 
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 
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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. 

 
6.4 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); 
B. Rules and regulations prescribed by the United States Department 

of Labor in accordance with 41 C.F.R. Parts 60-741; and 
C. 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). 

 
6.5 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. 

 

6.6 Access to Premises  

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 
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(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.   

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.    

7. Subcontracts 

7.1 Subcontractor Indemnity 

Except as otherwise provided in this Contract, all Subcontracts between 
the Contractor and its Subcontractors, 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 covenants, 
agreements, and obligations of which shall survive the termination of this  
Contract and any Subcontract. 
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7.2 Requirements  

All Subcontractors must be eligible for participation in the Medicaid 
program as applicable.  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.  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 Subcontract within ten (10) 
days following termination.   

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 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; 

I. Contain an explicit provision that the Commonwealth is the 
intended third-party beneficiary of the Subcontract and, as such, 
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the Commonwealth is entitled to all remedies entitled to third-party 
beneficiaries under law; 

J. Specify that Subcontractor where applicable, agrees to submit 
Encounter Records in the format specified by the Department so 
that the Contractor can meet the Department’s 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. 

 
Section 7.2 requirements would be applicable to Subcontractors 
characterized as Providers/Risk Arrangements including, but not limited 
to, physicians, hospitals, ancillary providers, IPAs/PHOs, Provider 
Networks, and Vision Care, Dental and Behavior Health Services; and to 
those who interact and assist Members including, but not limited to, 
Radiology Benefit Manager, Disease Management/Case Management, 
Health Risk Assessments, Pre-Certification Services, PBM, Recoveries, 
Translation Services and 24-hour Nurse Line. 
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Section 7.2 requirements shall not apply to Subcontracts for administrative 
services or other vender contracts that do not impact Members. 
 

 
7.3 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 $250,000 or five 
percent (5%) of the Subcontractor’s operating expense. 

7.4 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. 

8. Contract Term 

8.1 Term 

The initial term of the Contract shall be for a period of three (3) years from 
the Execution Date of the Contract.   

This Contract may be renewed at the completion of the initial Contract 
period for four (4) additional one (1) year periods upon the mutual 
agreement of the Parties.  Such mutual agreement shall take the form of 
an addendum to the Contract under RFP Secion 40.050 – Changes and 
Modifications to the Contract. The Department shall use its best efforts to 
commence negotiations with the Contractor for the next term of the 
Agreement, within one hundred and eighty (180) days prior to the 
expiration of the current term, and propose rates at least ninety (90) days 
prior to the expiration of the current term, unless the Department elects to 
terminate the Agreement 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. 

The Commonwealth reserves the right to renegotiate any terms and/or 
conditions as may be necessary to meet requirements for the extended 
period.     
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If the parties cannot agree on terms for renewal prior to June 30, 2014, 
then Contractor agrees to continue to provide services to Department for 
up to six (6) months after the end of the term, or until such time as any 
applicable 1915(b) waiver(s) expires, whichever is less. During such 
period the Department will pay Contractor  under the same Provider and 
Capitation Rate structure as during the preceding twelve (12) months set 
forth herein adjusted by three (3%) percent per annum.   

8.2 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 or State Plan Amendment 
and this Contract.  

The Department shall direct the Contractor to commence Managed Care 
Services under this Contract on October 1, 2011 unless doing so would 
violate this Contract or the requirement under 42 CFR Part 438 to provide 
Members with a choice between at least two Managed Care 
Organizations. In that event, the Department reserves the right to start 
Managed Care Services under the Contract November 1, 2011. 

8.3 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. 

8.4 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.   

9. Readiness Review  

The Department or its duly authorized representative shall conduct a readiness 
review which will be phased over six (6) weeks and will include a minimum of one 
site visit for the Department.  This review will be completed prior to providing 
Covered Services to Members under this Contract and shall commence within 
thirty (30) calendar days of the Execution Date of the Contract. 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. 
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The readiness review activities will be conducted by a team appointed by the 
Department and may include contract staff.  The scope of the readiness review 
will include, but not be limited to, review and/or verification of: administration and 
organization structure, quality assurance, provider relations, member services; 
enrollment, third party liability and program integrity, grievances system, 
marketing, record keeping, adequate network provider composition and access, 
financial solvency and financial performance monitoring and information systems 
performance and interfacing capabilities. 
 
The readiness review will require a mix of document review and interviews with 
Contractor’s staff to assess the various areas of operation.  Written documents 
will be examined to ensure that they are compliant with the policies set forth by 
the Medicaid program and federal and state law.  Reviewers will supplement the 
policy and procedure review with interviews (in person or by phone) with 
Contractor’s staff. These interviews will assure that qualified staff is aware of and 
able to implement the written policies and procedures and confirm the 
Contractor’s required systems are in place. 
 
Contractor will not provide Covered Services to Members until the Department 
has determined that the Contractor is capable of meeting these standards.  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 29.   
 
The Department will provide the Contractor with a summary of the findings as 
well as the areas requiring remedial attention.  
 
During the first one hundred and eighty (180) days after the Execution Date the 
Department may give tentative approval of Contractor’s required policies and 
procedures, temporary relief from most reporting requirements and shall not 
impose any penalties for failure to report or reporting late,  except for the 
following reports which shall be provided as scheduled upon commencement of 
providing Covered Services:  Primary Care Provider reports, Provider Network 
Reports, Benefit Prior Authorization Reports, Grievance and Appeals reports, 
Claims Data reports, and Call Center data reports. 

 

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 March 1, 2012 or when the Provider’s 
credential expires, whichever comes first.      

The Department and Contractor shall meet weekly upon execution of the 
Contract or as frequently as necessary to ensure the successful transition of 
Members into the Managed Care Organization with no break in Covered 
Services.  Contractor shall have one-hundred and eighty days from Execution 
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Date to complete Health Risk Assessments under Section 34.1 for Members 
assigned during the initial enrollment period.  

10. Organization 

The Contractor shall have an office located within eighty (80) miles of Frankfort, 
Kentucky within thirty (30) days of contract execution.  Prior to October 1, 2011 
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. All Subcontractors shall 
meet appropriate licensing and contract requirements specified in applicable 
State and Federal laws and regulations.   
 
10.1 Administration/Staffing 

The Contractor shall provide the following functions that shall be staffed by 
a sufficient number of qualified persons to adequately provide for the 
member enrollment and services provided.  Responsibility for these 
functions or staff positions may be provided by, combined with or split 
among Contractor’s departments, people or Subcontractors and carry 
such titles as Contractor designates and provides to the Department. The 
Executive Management shall be capable and responsible for the 
oversight of the entire operation. 
 

A. An Executive Director who is to act as liaison to the Department 
for all issues that relate to the Contract  between the Department 
and the Contractor.  The Executive Director shall act as the primary 
contact and will be authorized to represent the Contractor regarding 
inquiries pertaining to the contract, will be available during normal 
business hours, and will have decision-making authority in regard 
to urgent situations that arise. The Executive Director will be 
responsible for follow-up on contract inquiries initiated by the 
Department.  

B. A Compliance Director whose responsibilities shall be to ensure 
financial and programmatic accountability, transparency and 
integrity.  The Compliance Director shall maintain current 
knowledge of Federal and State legislation, legislative initiatives, 
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and regulations relating to Contractor and oversee the Contractor’s 
compliance with the laws and Contract 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. 

C. A Medical Director who shall be a Kentucky-licensed physician.  
The Medical Director shall be actively involved in all major clinical 
programs and Quality Improvement components.  The Medical 
Director shall devote sufficient time to ensure timely medical 
decisions, including after-hours consultation as needed. 

D. A Dental Director who shall be a dentist licensed by a Dental 
Board of Licensure in any state.  The Dental Director shall be 
actively involved in all major dental programs.  The Dental Director 
shall devote sufficient time to ensure timely dental decisions, 
including after-hours consultation as needed. 

E. A Finance Officer and function or designee, to oversee the 
budget and accounting systems implemented by the Contractor.  
An internal auditor shall ensure compliance with adopted standards 
and review expenditures for reasonableness and necessity. 

F. A Member Services Director and function to coordinate all 
communications with Members and act as Member advocates.  
This function shall include sufficient Member Services staff to 
respond in a timely manner to Member seeking prompt resolution to 
their problems or inquiries. 

G. A Provider Services Director and function to coordinate all 
communications with Contractor’s providers and Subcontractors.  
This function shall include sufficient Provider Services staff to 
respond in a timely manner to Providers seeking prompt resolution 
to their problems or inquires.   

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

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

J. A Case Management Coordinator who shall be responsible for 
coordination and oversight of case management services and 
continuity of care for the Contractor’s Members. 

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

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

N. 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. 

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

P. A Claims Processing Director and function who shall ensure 
the timely and accurate processing of original Claims, corrected 
Claims, re-submissions and overall adjudication of Claims. 

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

 
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 staffing 
change in the Executive Director, Finance Director, Medical Director, 
Pharmacy Director, Dental Director, Behavioral Health Director, 
Compliance Director or Quality Improvement Director positions 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 place on the Effective Date of each 
Contract.  Contractor shall provide those assurances to the Department 
before permitting its administrator to implement such changes. 
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11. Capitation Payment Information 

11.1 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 B 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. 

11.2 Payment in Full 

The Contractor shall accept the Capitation Payment and any adjustments 
made pursuant to 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 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. 

In accordance with KRS 45.454, interest in the amount of one (1%) 
percent of any amount approved and unpaid shall be added to the amount 
approved for each month or fraction thereof thirty (30) working days after 
when due under this Contract.  Contractor may pursue any unpaid 
amounts form the Commonwealth in accordance with KRS 45A.245. 

11.3 Payment Adjustments 

Monthly Capitation Payments will be adjusted to reflect corrections to the 
Member eligibility information. In the event that a Member is eligible and 
enrolled, but does not appear on the HIPAA 820, 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; 
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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 HIPAA 834, 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 HIPAA 834 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.  Such refund or recoupment is limited to the previous payment 
amounts in excess of the amount of the costs for Covered Services 
provided to the Member or payments otherwise made on behalf of the 
Member.  In the event that the payments for covered services exceed the 
capitation amount the Department will reimburse the difference to the 
Contractor.  This reconciliation is based on accepted encounter records 
into the Department’s MMIS.  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 
Ineligibility Due to Fraud, Waste and Abuse Cases 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  
 

 
11.4 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 for cases handled by 
the OIG.  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 
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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. 

12. Rate Component 

12.1 Calculation of Rates 

The Capitation Rate shall be established in accordance with 42 CFR 438. 
The Capitation Rates are attached as Appendix B and shall be deemed 
incorporated into this Agreement and shall be binding to the Contractor 
and the Department.  

12.2 Rate Adjustments 

Prospective adjustments to the rates may be required.  Funds previously 
paid may be adjusted when the Capitation Rate revision is the result of 
legislative, executive, regulatory, or judicial mandated changes in 
Medicaid services, or when Capitation Rate calculations are determined to 
have been in error (including but not limited to errors in calculation due to 
mislabeling of Claims as not properly payable.) 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.  Any 
rate adjustments shall be made through the Contract amendment process. 

The Affordable Care Act increases Medicaid payment rates for primary 
care services delivered by Primary Care Physicians to Medicare’s 
payment levels for the same services for calendar years 2013 and 2014. 
Existing rates do not include this increase as specific rules have not been 
promulgated by CMS. Three months prior to any increase or at the time of 
promulgation of rules, whichever is later, the Department’s actuary in 
consultation with the Department and participating MCOs, shall quantify 
the effect of the rate increase by applying the new required fee schedule 
to the claims records with the applicable codes. Capitation rates will be 
adjusted accordingly. 

12.3 Risk Adjustments 

Risk adjustment shall be applied Contractor’s rates. The methods used to 
determine the risk assessment and risk adjustment amount will be 
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designed to be budget neutral to the Commonwealth.  The latest version 
of the Chronic Illness Disability Payment System (CPDS) available at the 
time of execution of this Contract shall be used; future updated versions of 
CPDS will be used as deemed appropriate. An initial meeting between the 
Contractor, the Department, and the Department’s actuary to discuss the 
technical characteristics of the model shall occur no later than sixty (60) 
days after contract execution. Upon agreement by all participating MCOs 
regarding a specified component(s) of a budget neutral risk adjust 
methodology; the Department shall adopt those recommended 
components as part of the risk adjustment process.  For components of 
the risk adjustment methodology upon which all participating MCO’s 
cannot agree, the Department in consultation with its Actuary shall 
determine the method used for that component (s) of the risk adjustment 
process.  Final recommendations of the group shall be provided to the 
Department no later than 90 days subsequent to contract execution. 
 

12.4 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. The Contractor must provide 
information to any Member upon request about any Physician Incentive 
Plan and/or any payments to Provider made pursuant to an incentive 
arrangement under this Section to a provider as required by applicable 
state or federal law. 

12.5 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, 
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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. 

 
13. Service Area 

The Contractor’s service area shall be State-wide excluding Medicaid 
Managed Care Region Three as depicted in Appendix A of this Contract.  
Such service area is the specific geographic area within which Members 
shall reside to enroll with the Contractor. 

14. Contractor’s Financial Security Obligations 

14.1 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 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. 
 

14.2 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-
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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 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 
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. 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. 
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14.3 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. 

14.4 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.  
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.  

14. 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.  

15. Third Party Resources 

15.1 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 
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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.  

15.2 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 Third Party Resources 
available for payment of expenses associated with the provision of 
Covered Services, other than those which are exempt under Title XIX of 
the Social Security Act, such resources are primary to the coverage 
provided by the Contractor, pursuant to this Agreement, 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. 
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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 or the provider on a post-payment basis.  See Appendix F.  
The Department or its agent will audit the Contractor’s Third Party 
practices and collections at least every six (6) months. 

16. Management Information System 

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 C 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 
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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 
P 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. 
 
The Contractor shall notify the Department of all 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. 

 
16.1 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 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: 
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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. 
 

16.2 Member Subsystem 

The primary purpose of the member subsystem is to accept and maintain 
an accurate, current, and historical source of demographic information on 
Members to be enrolled by the Contractor. 

The maintenance of enrollment/member data is required to support Claims 
and encounter processing, third party liability (TPL) processing and 
reporting functions.  The major source of enrollment/member data will be 
electronically transmitted by the Department to the Contractor on a daily 
basis in a HIPAA 834 file format.  The daily transaction file will include 
new, changed and terminated member information.  The Contractor shall 
be required to process and utilize the daily transaction files immediately upon 
receipt.  A monthly HIPAA 834 file of members will be electronically 
transmitted to the Contractor.  The Contractor must reconcile Member 
and Capitation Payment information with the Department for Medicaid 
Services. 

Specific data item requirements for the Contractor’s Member subsystem 
shall contain such items as maintenance of demographic data, matching 
Primary Care Providers with Members, maintenance information on 
Enrollments/Disenrollments, identification of TPL information, tracking 
EPSDT preventive services and referrals. 

16.3 Third Party Liability (TPL) Subsystem 

In order to ensure that federal third party liability requirements are met and 
to maximize savings from available Third Party Resources, identification 
and recovery of Third Party Resources must be a joint effort between the 
Department and the Contractor.  The Department will provide Contractor 
with the Medicare effective dates. 

The Third Party Liability (TPL) processing function permits the Contractor 
to utilize the private health, Medicare, and other Third-Party Resources of 
its Members and ensures that the Contractor is the payer of last resort.  
This function works through a combination of cost avoidance (non-
payment of billed amounts for which a third party may be liable) and post-
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payment recovery (post-payment collection of Contractor paid amounts for 
which a third party is liable). 

Cost avoidance is the preferred method for processing Claims with TPL.  
This method is implemented automatically by the MIS through application 
of edits and audits which check Claim information against various data 
fields on Member, TPL, reference, or other MIS files.  Post-payment 
recovery is primarily a back-up process to cost avoidance, and is also 
used in certain situations where cost avoidance is impractical or 
unallowable.   

16.4 Provider Subsystem 

The provider subsystem accepts and maintains comprehensive, current 
and historical information about Providers eligible to participate in the 
Contractor’s Network.  The maintenance of provider data is required to 
support Claims and encounter processing, utilization/quality processing, 
financial processing and report functions.  The Contractor shall 
electronically transmit provider enrollment information to the Department 
on a monthly basis, by the first Friday of the month following the month 
reported. 

The Contractor’s provider subsystem shall contain such items as 
demographic data, identification of provider type, specialty codes, 
maintenance of payment information, identification of licensing, 
credentialing/re-credentialing information and monitoring of Primary Care 
Provider capacity for enrollment purposes. 

The Contractor shall demonstrate compliance with standards of provider 
network capacity and member access to services by producing reports 
illustrating that services, service locations, and service sites are available 
and accessible in terms of timeliness, amount, duration and personnel 
sufficient to provide all Covered Services on an emergency or urgent care 
basis, 24 hours a day, seven days a week. 

The Department shall monitor the Contractor’s Network capacity and 
member access by use of a Decision Support System.  The Encounter 
Record submitted will be used to display Primary Care Provider location, 
Service Location, Member distribution, patterns of referral, quality 
measures, and other analytical data. 

16.5 Reference Subsystem 

The reference subsystem maintains pricing files for procedures and drugs, 
and maintains other general reference information such as diagnoses, 
edit/audit criteria, edit dispositions and reimbursement 
parameters/modifiers. The reference subsystem provides a consolidated 
source of reference information which is accessed by the MIS during the 
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performance of other functions, including Claims and encounter 
processing, TPL processing and utilization/quality reporting functions. 
 
The Contractor’s reference subsystem shall contain such items as 
maintenance of procedure codes/NDC codes and diagnosis codes, 
identification of pricing files, maintenance of edit and audit criteria. 

16.6 Claims Processing Subsystem 

The Claims processing subsystem collects, processes, and stores data on 
all health services delivered.  The functions of this subsystem are Claims 
payment processing and capturing medical service utilization data.  
Claims are screened against the provider and Member subsystems.  The 
Claims processing subsystem captures all medically related services, 
including medical supplies, using standard codes (e.g. HCPCS, ICD9-
CM/ICD-10 CM/PCS diagnosis and procedure code, Revenue Codes, 
ADA Dental Codes and NDCs) rendered by medical providers to a 
Member regardless of remuneration arrangement (e.g. capitation/fee-for-
service).  The Contractor shall be required to electronically transmit 
Encounter Record to the Department on a weekly basis, or on a 
department approved schedule that is determined by the Contractor’s 
financial schedule. 

The Contractor’s Claims processing/encounter subsystem shall contain 
such items as: apply edit and audit criteria to verify timely, accurate and 
complete Encounter Record; edit for prior-authorized Claims; identify error 
codes for Claims. 

16.7 Financial Subsystem 

The Financial subsystem function encompasses Claim payment 
processing, adjustment processing, accounts receivable processing, and 
all other financial transaction processing.  This subsystem ensures that all 
funds are appropriately disbursed for Claim payments and all post-
payment transactions are applied accurately.  The financial processing 
function is the last step in Claims processing and produces remittance 
advice statements/explanation of benefits and financial reports. 

The Contractor’s financial subsystem shall contain such items as: update 
of provider payment data, tracking of financial transactions, including TPL 
recoveries and maintenance of adjustment and recoupment processes. 

16.8 Utilization/Quality Improvement Subsystem 

The Contractor shall capture and maintain a patient-level record of each 
service provided to Members using CMS 1500,  UBO4, NCPDP, HIPAA 
code sets or other Claim or Claim formats that shall meet the reporting 
requirements in this Contract. The computerized database must contain 
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and hold a complete and accurate representation of all services covered 
by the Contractor, and by all providers and Subcontractors rendering 
services for the contract period. The Contractor shall be responsible for 
monitoring the integrity of the database and facilitating its appropriate use 
for such required reports as encounter data, and targeted performance 
improvement studies.  
 
Contractor shall comply with the requirements of 42 CFR 455.20 (a) by 
employing a selected sample method approved by CMS and the 
Department of verifying with Members whether the services billed by 
provider were received.   

 
The utilization/quality improvement subsystem combines data from other 
subsystems, and/or external systems, to produce reports for analysis 
which focus on the review and assessment of access, availability and 
continuity of services, quality of care given, detection of over and under 
utilization of services, and the development of user-defined reporting 
criteria and standards. This system profiles utilization of Providers and 
Members and compares them against experience and norms for 
comparable individuals. 

The subsystem shall support tracking utilization control function(s) and 
monitoring activities, including Geo Network for all Encounters in all 
settings particularly in-patient and outpatient care, emergency room use, 
outpatient drug therapy, EPSDT and out-of-area services.  It shall 
complete provider profiles; occurrence reporting, including adverse 
incidents and complications, monitoring and evaluation studies; Members 
and Providers aggregate Grievances and Appeals; effects of educational 
programs; and Member/Provider satisfaction survey compilations.  The 
subsystem may integrate the Contractor’s manual and automated 
processes or incorporate other software reporting and/or analysis 
programs. 

The Contractor’s utilization/quality improvement subsystem shall contain 
such items as: monitoring of primary care and specialty provider referral 
patterns processes to monitor and identify deviations in patterns of 
treatment from established standards or norms, performance and health 
outcome measures using standardized indicators.  The quality 
improvement subsystem will be based upon nationally recognized 
standards and guidelines, including but not limited to, a measurement 
system based upon the most current version of HEDIS published by the 
National Committee for Quality Assurance.  

16.9 Surveillance Utilization Review Subsystem (SURS) 
 

In accordance with 42 CFR 455, the Contractor shall establish a SURS 
function which provides the capability to identify potential fraud and/or 
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abuse of providers or Members. The SURS component supports 
profiling, random sampling, groupers (for example Episode Treatment 
Grouper), ad hoc and targeted queries. 
 

16.10 Analysis and Reporting Function 

The analysis capacity function supports reporting requirements for the 
Contractor and the Department with regard to the QAPI program and 
managed care operations. The Contractor shall show sufficient capacity to 
support special requests and studies that may be part of the financial and 
quality systems.  The reporting subsystem allows the Contractor to 
develop various reports to enable Contractor management and the 
Department to make informed decisions regarding managed care activity, 
costs and quality. 

The Contractor’s reporting subsystem shall contain such items as: 
specifications for a decision support system; capacity to collect, analyze 
and report performance data sets such as may be required under this 
Contract; HEDIS performance measures; report on Provider rates, 
federally required services, reports such as family planning services, 
abortions, sterilizations and EPSDT services. 

16.11 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. 

16.12 Access to Contractor’s MIS 

The Contractor shall provide appropriate Department staff individual 
access to their eligibility files, Claims and prior authorization attached to a 
Claim, provider enrollment and other information as necessary via an 
online real time connection. The Department shall work with the 
Contractor on the most expedient way to provide this access.  

17. Encounter Data 

17.1 Encounter Data Submission 

The Contractor shall ensure that Encounter Records are consistent with 
the terms of this Contract and all applicable state and federal laws.  (See 
Appendix D and Appendix E.) The Contractor shall have a computer and 
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data processing system sufficient to accurately produce the data, reports 
and Encounter Record 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 Record identification number for each Encounter. At a 
minimum, the Contractor shall be required to electronically provide 
Encounter Record to the Department, on a weekly schedule. Encounter 
Record 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) working days prior to 
implementation, whenever possible. 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 Record through defined edit 
and audit requirements and reject Encounter Record that does not meet 
its requirements. Threshold and informational editing 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 Record will be utilized by the Department 
for the following:  

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

B. To evaluate contractual performance; 
C. To validate required reporting of utilization of services; 
D. To develop and evaluate proposed or existing Capitation Rates;   
E. To meet CMS Medicaid reporting requirements; and 
F. For any purpose the Department deems necessary. 

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

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

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

using history Encounter Record and same-cycle Encounter Record; 
D. Identify exact duplicate Encounter Record; 
E. Maintain an audit trail of all error code occurrences linked to a 

specific Encounter; and 
F. Update Encounter history files with both processed and incomplete 

Encounter Record. 
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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 Encounter Record in accordance with 
guidelines defined by the Department in writing.  The Contractor must also 
use appropriate NPI/Provider numbers for Encounter Records as directed 
by the Department.  The Encounter Record 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 Encounter Record 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 
Encounter Record, and a secondary contact person in the event the 
primary contact person is not available. 

17.2 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 Record.  In the 
event of a change in the Fiscal Agent, the Encounter Technical Workgroup 
shall cooperate to minimize any burden on the Department and the 
Contractor resulting from the change. 

18. Kentucky Health Information Exchange (KHIE) 

The contractor shall provide all adjudicated Claims data within twenty-four (24) 
hours of final claim adjudication in support of KHIE.  The Contractor shall provide 
the KHIE with all clinical data as soon as it is available.  The Contractor will also 
share with the KHIE any Member patient clinical data.  This requirement can be 
met in one of following ways: 

 
A. Provide a secure Web Service that serves up Continuity of Care 

Documents (CCD’s) in real time to the KHIE.  

(1) This service shall be secured using WS-Security and an unsecure 
HTTP transport.  (A VPN tunnel may be used in addition to WS-
Security, but not in place of it.  If VPN is chosen, the entire cost of 
the VPN tunnel shall be borne by the contractor including cost of 
equipment and any rack charges or other regular or irregular 
charges.) 
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(2) This service shall utilize web service description language (WSDL) 
approved by KHIE.  Approval decisions rest solely with KHIE and 
will be based upon interoperability with no respect given to other 
concerns of the contractor. 

(3) This service shall provide a response time of no more than fifteen 
(15) seconds as measured from the first Internet relay point outside 
of the contractor’s data center.  The contractor is responsible for its 
own environment plus its connection to the Internet. 

 
B. Provide a Cross Enterprise Document Sharing (XDS) repository 

and publish Continuity of Care Documents (CCD’s) to it for the purpose of 
real time as needed retrieval by KHIE.  

(1) If this option is chosen, the contractor shall send messages to the 
KHIE registry informing it of the presence of these documents at 
the same time that these documents are published to the 
repository. 

(2) This service shall provide a response time of no more than fifteen 
(15) seconds as measured from the first Internet relay point outside 
of the contractor’s data center.  The contractor is responsible for its 
own environment plus its connection to the Internet. 

(3) This service shall be secured using techniques specified by KHIE, 
which are still to be determined 

(4) This service shall utilize transports, schemas and techniques 
approved or specified by the KHIE, which are still to be determined. 

 
The Contractor shall make a good faith effort to have PCPs in the 
Contractor’s network connect to KHIE within one (1) year of the effective 
date of the contract with the Contractor or other schedule as determined 
by the Department.  Furthermore, the Contractor shall encourage all 
Providers in their Network to establish connectivity with the KHIE. 
 
The Department for Medicaid Services will continue to administer the EHR 
Incentive Payment Program. DMS will make the vendors aware of which 
providers have received incentive payments and will continue to update 
the contractor when additional payments are made.  
 

19. 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 
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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 for review by July 
31 of each contract year. 

As the Contractor will provide Behavioral Health services, 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 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.  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 
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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 by July 31 of each contract year.  

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 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 
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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. 

19.4 QAPI Monitoring and Evaluation 

A. 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. 

B. 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 corrective actions must be 
monitored until problem resolution occurs. The Contractor shall 
perform reevaluations to assure that improvement is sustained.   

C. The Contractor shall use appropriate multidisciplinary teams to 
analyze and address data or systems issues. 

D. 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 5.6 
Performance Improvement Projects for further detail. 

E. The Contractor shall develop or adopt practice guidelines that are 
disseminated to Providers and to Members upon request. The 
guidelines shall be based on valid and reliable medical 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.  
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19.5 Innovative Programs  

Contractor shall implement its innovative program as presented in the 
response to the RFP and report quarterly on its program to improve and 
reform the management of the pharmacy program as contained in the 
Contractor’s response to the Request for Proposal.  (See Appendix K.) 

 
20. 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 in Appendix O, 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 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 
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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 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 August 31st.  

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.  

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. 

20.3 Accreditation of Contractor by National Accrediting Body 

A Contractor which holds current NCQA accreditation status 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 
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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 MCO shall be required to obtain such accreditation within two (2) 
to four (4) years from the effective date of this contract.  

20.4 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 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 



 

 63 

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 a minimum of two (2) PIPs each year, including one (1) 
relating to physical health and one (1) relating to behavioral health.  
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 may require the Contractor to (1) implement 
an 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 the Contractor’s region.  The Contractor shall 
submit reports on PIPs as specified by the Department.   
 
The Department has identified four clinical areas and non-clinical topics 
for PIPs as a baseline assessment of Medicaid members in Appendix N.    
 
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; 



 

 64 

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:  
 

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 two calendar years after 

baseline measurement and no later than September 1 of the 
contract year 

 
D. 2nd Remeasurement – no more than one calendar year after the 

first remeasurement and no later than September 1 of the contract 
year.  

 
20.5 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. 
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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. 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. 

20.6 Utilization Management 

The Utilization Management (UM) program, processes and timeframes 
shall be in accordance with 42 CFR 456, 42 CFR431, 42 CFR 438 and the 
private review 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. 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.  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 or the QI Committee. 
 
The Contractor shall adopt national recognized standards and criteria 
which shall be approved by the Department.  The Contractor shall include 
appropriate physicians and other providers in Contractor’s Network in the 
review and adoption of Medical Necessity criteria.  The Contractor shall 
have in place mechanisms to check the consistency of application of 
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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 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 and surgical 
specialties shall be accessible and available for consultation as needed.  
The Medical Necessity review process shall be timely 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.  

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 two 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 
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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. 

20.7 Adverse Actions Related to Medical Necessity or Coverage Denials 

The Contractor shall provide the Member written notice that meets the 
language and formatting requirements for Member materials, of any 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; 
C. The Member’s right to appeal; 
D. The Member’s right to request a State hearing; 
E. Procedures for exercising Member’s rights to Appeal or file a 

Grievance; 
F. Circumstances under which expedited resolution is available and 

how to request it; and 
G. 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.   

 
The Contractor must give notice at least: 

A. Ten (10) Days before the date of 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 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; 
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(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 Action when the 

Action is a denial of payment. 
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. 

 
20.8 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 
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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 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.    

21. Monitoring and Evaluation 

21.1 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 five major categories of eligibility 
(i.e. Families and Children, SSI Adults, SSI Children, Foster Care, and 
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Dual Eligibles).  
21.2 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 cooperate with the Department, 
its agent and/or Contractor in the annual contract monitoring, 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 the annual contract monitoring and 
provision of documents during contract monitoring will be at no additional 
cost to the Department.   

21.3 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. 

  
21.4 EQR Administrative Reviews 

In the event that the Department selects an EQRO, it will obtain an 
agreement from EQRO to hold and keep all information and materials it 
reviews from the Contractor  as part of such audit with the utmost 
confidence, and for the EQRO to agree that it will not use such information 
in any matter whatsoever, including for its own benefit, and that it will not 
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provide comparable services of Contractor in the Service Area for twelve 
months after this Contractor no longer provides services to the 
Department in the Service Area, and to further hold the Contractor and the 
Department harmless for any and all damages for its violation of the 
agreement, including but not limited to attorneys fees and court costs.   

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. 

21.5 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: 

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. 
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22. Member Services 

22.1 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 Standard Time (EST).  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 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 
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provided. 
 
The Contractor’s Member Services function shall also be responsible for: 

 
A. Ensuring that Members are informed of their rights and 

responsibilities; 
B. Monitoring the selection and assignment process of PCPs; 
C. Identifying, investigating, and resolving Member Grievances about 

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

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

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

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

G. 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; 

H. 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 
access services; (alternate notification methods shall be available 
for persons who have reading difficulties or visual impairments); 

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

J. 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; 

K. Facilitating direct access to specialty physicians in the 
circumstances of:  
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(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. 

L. 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; 

M. 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;   

N. 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 I of this Contract; 

O. Facilitating access to behavioral health services and 
pharmaceutical services; 

P. 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; 

Q. 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; 

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

S. 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;  

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

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

V. 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 

 
22.2 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.  
 
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 
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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 and information on 
obtaining second opinions related to surgical procedures, complex 
and/or chronic conditions; 

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. 
  

22.3 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 all Members.   The Outreach Program shall encourage 
Members and community partners to use the information provided to best 
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utilize services and benefits.  
 
Educational and outreach efforts shall be carried on throughout the 
Contractor’s Region.  Creative methods will be used to reach 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. 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. 
 

22.4 Outreach to Homeless Persons 

The Contractor shall assess the homeless population within the 
Contractor’s Region 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 may be provided via bus tokens, taxi vouchers or 
other arrangements when applicable.  

22.5 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. 
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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. 

 
22.6  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. 

 
The Contractor shall also have policies addressing the responsibility of 
each Member to: 
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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. 

 
22.7 Choice of MCO 

The Department will enroll and disenroll eligible Members in the MCO. To 
enroll in an MCO, the Members permanent residence shall be located 
within the Contractor’s region. 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. 
 

22.8 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. 

22.9 Choice of Providers 

Dual Eligible Members, Members who are presumptively eligible, disabled 
children, and foster care children are not required to have a PCP.  All 
other Members in the MCO shall choose or have the Contractor select a 
PCP for their medical 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. 
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23. Member Selection of Primary Care Provider  

23.1 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 or place of employment in an urban area or 
within forty-five (45) miles or forty-five (45) minutes from the 
Member’s residence or place of employment 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; 
(3) Any language needs made known to the Contractor; and 
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(4) Area of residence and access to transportation. 
C. If there is no Primary Care Provider in the Contractor’s Network that 

 meets the criteria listed in paragraphs A and B directly above, the 
 Contractor shall assign the Member to any Network Primary Care 
 Provider in an adjoining county to the Member’s county of 
residence or within the Contractor’s Region.    

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.  

23.2 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. 

C. Except for Members who were previously enrolled, the Contractor 
cannot auto-assign a PCP to a member with SSI within the first 
ninety (90) days from the date of the Member’s initial enrollment.   
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23.3 Enrollment 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 the 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 Enrollment. 

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).  When a foster child 
is placed outside the Contractor’s Region but DCBS continues to maintain 
the child’s case within the Contractor’s Region, the Contractor’s Region 
shall remain as the child’s official residence and Contractor shall be 
responsible for arranging medical care for the Member.  It is the 
responsibility of the DCBS to notify the Contractor of a foster child’s 
change in placement.  Within ten (10) Days of notification, the Contractor 
must assign a PCP based on the DCBS selection. 

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.  When a Member is 
transferred outside of the region, the Contractor will continue to be 
responsible for arranging care for the Member until removed from the 
HIPAA 834.  

The DCBS shall notify the Department when a Member’s case is 
transferred outside the Contractor’s Region.  The Department will include 
notice of the transfer in the HIPAA 834. 

23.4 Primary Care Provider 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 
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Contractor shall assign a PCP to the Member if a selection is not made 
within the time frame. 

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 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 Contractor’s 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 Provider must serve until the new Provider begins serving the 
Member, barring ethical or legal issues.  The Member has the right to 
Appeal such a transfer in the formal Appeals process. 

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

The Contractor shall provide written notice within fifteen (15) Days to a 
member whose PCP has been voluntarily or involuntarily disenrolled or 
been terminated from participation in the Contractor’s network. 

24. General Requirements for Grievances and Appeals 

The Contractor shall have a grievance system in place for Members that includes 
a grievance process related to “dissatisfaction” and an appeals process related to 
a Contractor “action,” including the opportunity to request a State fair hearing 
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pursuant to KRS Chapter 13B. 
 
The Contractor shall implement written policies and procedures describing how 
the Member may submit a request for a grievance or an appeal with the 
Contractor or submit a request for a state fair hearing with the State.  The policy 
shall include a description of how the Contractor resolves the grievance or 
appeal. 
 
The Contractor shall provide to all Providers in the Contractor’s network a written 
description of its grievance and appeal process and how providers can submit a 
grievance or appeal for a Member or on their own behalf. 
 
The Contractor shall make available reasonable assistance in completing forms 
and taking other procedural steps.  This includes, but is not limited to, providing 
interpreter services and toll-free numbers that have adequate TTY/TTD and 
interpreter capability. 
 
The Contractor shall name a specific individual(s) designated as the Contractor’s 
Medicaid Member grievances or appeals coordinator with the authority to 
administer the policies and procedures for resolution of a grievance or appeal, to 
review patterns/trends in grievances or appeals, and to initiate corrective action. 
 
The Contractor shall ensure that the individuals who make decisions on 
grievances or appeals are not involved in any previous level of review or 
decision-making.  The Contractor shall also ensure that health care professionals 
with appropriate clinical expertise shall make decisions for the following: 
 
A. An appeal of a Contractor denial that is based on lack of medical 

necessity; 
B. A Contractor denial that is upheld in an expedited resolution; and 
C. A grievance or appeal that involves clinical issues. 

 
The Contractor shall provide Members, separately or as a part of the Member 
handbook, information on how they or their representative(s) can file a grievance 
or an appeal, and the resolution process. The Member information shall also 
advise Members of their right to file a request for a state fair hearing with the 
Cabinet, upon notification of a Contractor action, or concurrent with, subsequent 
to or in lieu of an appeal of the Contractor action.   
 
The Contractor shall ensure that punitive or retaliatory action is not taken against 
a Member or service provider that files a grievance or an appeal, or a provider 
that supports a Member’s grievance or appeal. 

 
24.1 Grievance Process 

A grievance is an expression of dissatisfaction about any matter or aspect 
of the Contractor or its operation, other than a Contractor action as 
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defined in this contract. 
 
A Member may file a grievance either orally or in writing with the 
Contractor within thirty (30) calendar days of the date of the event causing 
the dissatisfaction.  The legal guardian of the Member for a minor or an 
incapacitated adult, a representative of the Member as designated in 
writing to the Contractor, or a service provider acting on behalf of the 
Member and with the Member’s written consent, have the right to file a 
grievance on behalf of the Member. 
 
Within five (5) working days of receipt of the grievance, the Contractor 
shall provide the grievant with written notice that the grievance has been 
received and the expected date of its resolution. 

 
The investigation and final Contractor resolution process for grievances 
shall be completed within thirty (30) calendar days of the date the 
grievance is received by the Contractor and shall include a resolution 
letter to the grievant. 
 
The Contractor may  extend by of up to fourteen (14) calendar days if the 
Member requests the extension, or the Contractor determines  that there 
is need for additional information and the extension is in the Member’s 
interest.  For any extension not requested by the Member, the Contractor 
shall give the Member written notice of the reason for the extension within 
two working days of the decision to extend the timeframe. 

 
Upon resolution of the grievance, the Contractor shall mail a resolution 
letter to the Member. This resolution letter may not take the place of the 
acknowledgment letter referred to in Section B above, unless the 
resolution of the grievance has been completed and can be 
communicated to the Member in the same correspondence 
acknowledging receipt of the grievance. The resolution letter shall include, 
but not be limited to, the following: 

 
A. All information considered in investigating the grievance; 
B. Findings and conclusions based on the investigation; and 
C. The disposition of the grievance. 
 

24.2 Appeal Process    

An appeal is a request for review by the Contractor of a Contractor action.   
 
A. An action for purpose of an appeal is: 

(1) the denial or limited authorization of a requested service, 
including the type or level of service; 

(2) the reduction, suspension, or termination of a previously 
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authorized service; 
(3) the denial, in whole or in part, of payment for a service; 
(4) the failure of the Contractor to provide services in a timely 

manner, as defined by the Department or its designee; or 
(5) the failure of the Contractor to complete the authorization 

request in a timely manner as defined in 42 CFR 438.408. 
(6) for a resident of a rural area with only one Contractor, the 

denial of a Member’s request to exercise his or her right 
under 42 CFR 438.52(b)(2)(ii) to obtain services outside the 
network.  

B. The Contractor shall mail a notice of action to the Member or 
service provider. The notice shall comply with 42 CFR 438.10(c) 
regarding language and (d) regarding format and shall contain, but 
not be limited to, the following: 
(1) the action the Contractor has taken or intends to take; 
(2) the reasons for the action; 
(3) the Member’s or the service provider’s right, as applicable, to 

file an appeal of the Contractor action through the 
Contractor; 

(4) the Member’s right to request a state fair hearing and what 
the process would be; 

(5) the procedures for exercising the rights specified; 
(6) the circumstances under which expedited resolution of an 

appeal is available and how to request it; and 
(7) the Member’s right to have benefits continue pending 

resolution of an appeal or state fair hearing, how to request 
the continuation of benefits, and the circumstances under 
which the Member may be required to pay the costs of 
continuing these benefits. 

The notice shall be mailed within ten (10) days of the date of the 
action for previously authorized services as permitted under 42 
CFR 431.213 and 431.214, and within fourteen (14) days of the 
date of the action for newly requested services.  Denials of Claims 
that may result in Member financial liability require immediate 
notification.  

C. A Member may file an appeal either orally or in writing of a 
Contractor action within thirty (30) calendar days of receiving the 
Contractor’s notice of action.  The legal guardian of the Member for 
a minor or an incapacitated adult, a representative of the Member 
as designated in writing to the Contractor, or a provider acting on 
behalf of the Member with the Member’s written consent, have the 
right to file an appeal of an action on behalf of the Member.  The 
Contractor shall consider the Member, representative, or estate 
representative of a deceased Member as parties to the appeal. 

D. The Contractor has thirty (30) calendar days from the date the initial 
oral or written appeal is received by the Contractor to resolve the 
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appeal.  The Contractor shall appoint at least one person to review 
the appeal who was not involved in the initial decision and who is 
not the subordinate of any person involved in the initial decision. 

E. The Contractor shall have a process in place that ensures that an 
oral or written inquiry from a Member seeking to appeal an action is 
treated as an appeal (to establish the earliest possible filing date for 
the appeal).  An oral appeal shall be followed by a written appeal 
that is signed by the Member within ten (10) calendar days.  The 
Contractor shall use its best efforts to assist Members as needed 
with the written appeal and may continue to process the appeal. 

F. Within five working days of receipt of the appeal, the Contractor 
shall provide the grievant with written notice that the appeal has 
been received and the expected date of its resolution.  The 
Contractor shall confirm in writing receipt of oral appeals, unless 
the Member or the service provider requests an expedited 
resolution. 

G. The Contractor may extend the thirty (30) day timeframe by 
fourteen (14) calendar days if the Member requests the extension, 
or the Contractor determines  that there is need for additional 
information, and the extension is in the Member’s interest.  For any 
extension not requested by the Member, the Contractor shall give 
the Member written notice of the extension and the reason for the 
extension within two working days of the decision to extend the 
timeframe. 

H. The Contractor shall provide the Member or the Member’s 
representative a reasonable opportunity to present evidence of the 
facts or law, in person as well as in writing. 

I. The Contractor shall provide the Member or the representative the 
opportunity, before and during the appeals process, to examine the 
Member’s case file, including medical or clinical records (subject to 
HIPAA requirements), and any other documents and records 
considered during the appeals process.  The Contractor shall 
include as parties to the appeal the Member and his or her 
representative, or the legal representative of a deceased Member’s 
estate. 

J. For all appeals, the Contractor shall provide written notice within 
the thirty (30) calendar-day timeframe for resolutions to the Member 
or the provider, if the provider filed the appeal. The written notice of 
the appeal resolution shall include, but not be limited to, the 
following information: 
(1) the results and reasoning behind the appeal resolution; and 
(2) the date it was completed. 

K. The written notice of the appeal resolution for appeals not resolved 
wholly in favor of the Member shall include, but not be limited to, 
the following information: 
(1) the right to request a state fair hearing and how to do so; 
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(2) the right to request receipt of benefits while the state fair 
hearing is pending, and how to make the request; and 

(3) that the Member may be held liable for the cost of continuing 
benefits if the state fair hearing decision upholds the 
Contractor’s action. 

L. The Contractor shall continue the Member’s benefits if all of the 
following are met: 
(1) the Member or the service provider files a timely appeal of 

the Contractor action or the Member asks for a state fair 
hearing within 30 days from the date on the Contractor 
notice of action; 

(2) the appeal involves the termination, suspension, or reduction 
of a previously authorized course of treatment; 

(3) the services were ordered by an authorized service provider; 
(4) the time period covered by the original authorization has not 

expired; and 
(5) the Member requests extension of the benefits. 

M. The Contractor shall provide benefits until one of the following 
occurs: 
(1) The Member withdraws the appeal; 
(2) Fourteen (14) days have passed since the date of the 

resolution letter, provided the resolution of the appeal was 
against the Member and the Member has not requested a 
state fair hearing or taken any  further action; 

(3) The Cabinet issues a state fair hearing decision adverse to 
the Member;  

(4) The time period or service limits of a previously authorized 
service has expired. 

N. If the final resolution of the appeal is adverse to the Member, that 
is, the Contractor’s action is upheld, the Contractor may recover the 
cost of the services furnished to the Member while the appeal was 
pending, to the extent that services were furnished solely because 
of the requirements of this section and in accordance with the 
policy in 42 CFR 431.230(b). 

O. If the Contractor or the Cabinet reverses a decision to deny, limit, or 
delay services, and these services were not furnished while the 
appeal was pending, the Contractor shall authorize or provide the 
disputed services promptly and as expeditiously as the Member’s 
health condition requires. If the Contractor or the Cabinet reverses 
a decision to deny, limit or delay services and the Member received 
the disputed services while the appeal was pending, the Contractor 
shall pay for these services. 

 
24.3 Expedited Resolution of Appeals 

An expedited resolution of an appeal is an expedited review by the 
Contractor of a Contractor action. 
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A. The Contractor shall establish and maintain an expedited review 

process for appeals when the Contractor determines that allowing 
the time for a standard resolution could seriously jeopardize the 
Member’s life or health or ability to attain, maintain, or regain 
maximum function.  Such a determination is based on: 
(1) a request from the Member; 
(2) a provider’s support of the Member’s request; 
(3) a provider’s request on behalf of the Member; or 
(4) the Contractor’s independent determination. 
The Contractor shall ensure that the expedited review process is 
convenient and efficient for the Member. 

 
B. The Contractor shall resolve the appeal within three working days 

of receipt of the request for an expedited appeal.  In addition to 
written resolution notice, the Contractor shall also make reasonable 
efforts to provide and document oral notice. 

C. The Contractor may extend the timeframe by up to fourteen (14) 
calendar days if the Member requests the extension, or the 
Contractor demonstrates to the Department that there is need for 
additional information and the extension is in the Member’s interest.  
For any extension not requested by the Member, the Contractor 
shall give the Member written notice of the reason for the delay. 

E. The Contractor shall ensure that punitive action is not taken against 
a Member or a service provider who requests an expedited 
resolution or supports a Member’s expedited appeal. 

F. The Contractor shall provide an expedited resolution, if the request 
meets the definition of an expedited appeal, in response to an oral 
or written request from the Member or service provider on behalf of 
the Member. 

G. The Contractor shall inform the Member of the limited time 
available to present evidence and allegations in fact or law. 

H. If the Contractor denies a request for an expedited resolution of an 
appeal, it shall: 
(1) transfer the appeal to the thirty (30) day timeframe for 

standard resolution, in which the thirty (30) day period 
begins on the date the Contractor received the original 
request for appeal; and 

(2) make reasonable efforts to give the Member prompt oral 
notice of the denial, and follow up with a written notice within 
two-calendar days. 

I. The Contractor shall document in writing all oral requests for 
expedited resolution and shall maintain the documentation in the 
case file. 
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24.4 State Hearings for Members  

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 thirty (30) 
days of receiving notice of the Action or within thirty (30) days of the final 
decision by the Contractor 

All documents supporting the Contractor’s Action must be received by the 
Department no later than five (5) days from the date the Contractor 
receives notice from the Department that a State Fair Hearing has been 
filed.  These records shall be made available to the Member upon request 
by either the Member or the Member’s legal counsel.  The Department will 
provide the Member with a hearing process that shall adhere to 907 KAR 
1:563, 42 CFR 438 Subpart F and 42 CFR 431 Subpart E. 

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. 

25. Marketing 

25.1 Marketing Activities 

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.  The Contractor 
shall submit any marketing plans and all marketing materials 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 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 service area pursuant to the 
marketing plan. 

Marketing by mail, mass media advertising and community oriented 
marketing 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 
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only to Members.  The Contractor agrees to engage only in marketing 
activities that are pre-approved in writing by the Department.  The 
Contractor must correct problems and errors subsequently identified by 
the Department after notification by the Department. 

25.2 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 fraudulent, misleading, or misrepresentative information shall be 
used in the marketing materials; 

B. 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; 

C. 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; 

D. No direct telephone marketing to enrollees and potential enrollees 
who are not enrolled in the Contractor’s Region; 

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 

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; 
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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. 
 

25.3 Marketing and Enrollment Agent 

The Department reserves the right to delegate to an independent agent or 
agents, the responsibility for determining the eligibility of Members for 
enrollment pursuant to Eligibility of this Contract; and disenrolling 
Members in accordance with Disenrollment of this Contract.   

In the event an agent is designated according to the terms of this 
Contract, the Department shall have the right to prescribe the application 
and Disenrollment forms to be used by the Contractor and the agent.  The 
Department shall provide written notice to the Contractor identifying the 
agent or agents, if any, selected by the Department pursuant to this 
subsection, and setting forth the functions of the agent or agents, and 
procedures to be followed by the Contractor and its agents. 

26. Member Eligibility, Enrollment and Disenrollment 

26.1 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. 
 

26.2 Managed Care Mass Enrollment Initial Assignment 
 
For a successful transition of a Medicaid program from a Fee for Service 
model to a sustainable Managed Care Organization (MCO) model it is 
imperative that due consideration be given to:  
 
A. Provider Network – Only MCOs which have adequate provider 

network and have successfully completed the readiness 

assessment as defined by the Department will be considered for 

the mass enrollment process. 
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B. Keeping the family together - Assign members of a family to the 

same MCO. 

C. Continuity of Care - Preserve the family’s pre-established 

relationship with providers to the extent possible 

D. Robust MCO Competition - equitable distribution of  the participants 

among the MCOs 

The mass initial auto-assignment process is based upon algorithms that 
take into consideration continuity of care, preference of MCO or of MCO 
providers, or cost, in that order, with a particular focus on needs of 
children and individuals with specialized health care needs.  These factors 
are considered within a system with enrollment limits imposed to assure 
that MCOs do not have excessive or inadequate numbers of enrollees.  In 
order to ensure equitable distribution of members there will be a MCO 
maximum threshold and a minimum threshold assigned per region. DMS 
will set the maximum and minimum thresholds by region based on the 
number of MCOs per region.   The maximum threshold per region shall be 
55% and the minimum threshold per region shall be 20%. 
 
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 number 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 
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adjusted bay 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, , 

each family member’s individual “MCO net work 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 their 

region’s 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 MCO with the lowest capitation rate for the 

family will be assigned. 

26.3 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 
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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.  
 

26.4 Enrollment Procedures 

Each Member shall be provided with a Kentucky Medical Assistance 
Identification Card. 
 
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. 
 

26.5 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 set forth in Appendix I. 

 
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 shall design an algorithm for the auto-
assignment process. The Department reserves the right to re-evaluate 
and modify the auto-assignment algorithm anytime for any reason, 
provided however, after April 1, 2012, 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.   
 

26.6 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) 
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transmitted to the Contractor, and shall remain until the Member is 
disenrolled in accordance with Disenrollment 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 reasonably transfer the 
Member to a service and/or Network Provider without impeding service 
delivery that might be harmful to the Member’s health.   

26.7 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. 
 

26.8 Persons Eligible for Enrollment 

To be enrolled with a Contractor, the individual shall be a resident of the 
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Contractor Region, and 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. 
 

*The populations identified in 42 CFR 438.50(d) will be included in the 
eligible member categories.  These eligibles may be voluntarily enrolled 
prior to the Department receiving approval of the waiver. 
 
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) 
unemployed parent program Members who are enrolled beginning with 
the date the definition of unemployment in accordance with 45 CFR 
233.100 is met.  

 
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.  For SSI Members, Medicaid 
coverage may also include previous months or years in situations where 
an individual appealed a SSI denial, and were subsequently approved as 
of the original application date.   
 

Any expansion of eligibility categories referenced above, which changes 
eligible recipients to be provided service under this Contract after its 
Execution Date, shall require that the parties negotiate an Amendment 
under Section 39.16 herein.  

 
26.9 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.  Deemed eligible newborns are 
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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.  

 
26.10 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 together to coordinate the care for such Members in order to 
reduce over utilization and duplication of services and cost.   

26.11 Persons Ineligible for Enrollment 

Members who are not eligible to enroll in the MCO 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); and 
I. Individuals who are eligible for the Breast or Cervical Cancer 

Treatment Program. 
 

* 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 
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from the nursing facility or disenrolled from the Contractor (after the thirty-
first day in the nursing facility).  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. 
 
The Contractor shall not be responsible for Waiver Services furnished to 
MCO Members. 
 

26.12 Reinstatement of Medicaid Eligibility 

A Member whose membership is terminated because the Member no 
longer qualifies for medical assistance under one of the aid categories 
listed in Persons Eligible for Enrollment of this Contract shall be 
automatically reenrolled with the Contractor if eligibility for medical 
assistance is re-established within two (2) months.  The Contractor shall 
be given a new enrollment date once a Member has been reinstated.   

A Member whose Medicaid coverage has been reinstated in the last two 
calendar months shall be re-enrolled with the same Contractor in which 
they were previously enrolled provided the Member’s eligibility status and 
county of residence is still valid for participation in the Contractor.   

 
26.13 Moving Out of the Contractor’s Region 

The Contractor shall continue to be responsible for the provision and cost 
of medical care of any Member moving out of the Contractor’s Region until 
such time as the Member is removed from the HIPAA 834. The 
Department shall continue Capitation Payments to the Contractor on 
behalf of the Member until such time as the Member’s change of 
residence is updated in the eligibility system and the Member’s name is 
removed from the HIPAA 834.  The Department shall notify the Contractor 
promptly upon the removal of the Member.   

26.14 Member Request for Disenrollment 

A Member may request Disenrollment only with cause. The Member shall 
submit a written request for a hearing 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. 

26.15 Contractor Request for Disenrollment  

The Contractor shall recommend to the Department Disenrollment of a 
Member when the Member pursuant to 42 CFR 438.56: 
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A. Is found guilty of Fraud in a court of law or administratively 
determined to have committed Fraud related to the Medicaid 
Program; 

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. No longer resides in the Contractor’s Region; 
D. Is admitted to a nursing facility for more than 31 days; or 
E. Is incarcerated in a correctional facility; 
F. No longer qualifies for Medical Assistance under one of the aid 

 categories listed in Eligibility of this Contract. 
 

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. 

26.16 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.  

26.17 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. 

26.18 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. Provider Services 

27.1 Required Functions 

The Contractor shall demonstrate compliance with standards of provider 
network capacity and member access to services by producing reports 
illustrating that services, service locations, and service sites are available 
and accessible in terms of timeliness, amount, duration and personnel 
sufficient to provide all Covered Services on an emergency or urgent care 
basis, twenty-four (24) hours a day, seven days a week. 

The Department shall use multiple tools to monitor the Contractor’s 
Network adequacy and Member access.  The Encounter Record 
submitted will be used to display Primary Care Provider location, Service 
Location, Member distribution, patterns of referral, quality measures, and 
other analytical data. 

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; 

M. Coordinating workshops relating to the Contractor’s policies and 
procedures; 



 

 102 

N. Providing necessary technical support to Providers who experience 
unique problems with certain Members in their provision of 
services; and 

O. Annually addressing fraud, waste and abuse with providers 
 

Provider Services shall be staffed, at a minimum, Monday through Friday 
8am – 6pm Eastern Standard 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. 

 
27.2 Provider Credentialing and Recredentialing 

In compliance with 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. This 
documentation shall include, but not be limited to, defining the scope of 
providers covered, the criteria and the primary source verification of 
information used to meet the criteria, the process used to make decisions 
and the extent of delegated credentialing and recredentialing 
arrangements. The Contractor shall have a process for receiving input 
from participating providers regarding credentialing and recredentialing of 
providers.  Those providers accountable to a formal governing body for 
review of credentials shall include physicians, dentists, advanced 
registered nurse practitioners, audiologist, CRNA, optometrist, podiatrist, 
chiropractor, physician assistant and other licensed or certified 
practitioners. Providers required to be recredentialed by the Contractor per 
Department policy are physicians, audiologists, certified registered nurse 
anesthetists, advanced registered nurse practitioners, podiatrists, 
chiropractors and physician assistants.  However, if any of these providers 
are hospital-based, credentialing will be performed by the Department. 
The Contractor shall be responsible for the ongoing review of provider 
performance and credentialing as specified below: 

A. The Contractor shall verify that its enrolled network Providers to 
whom Members may be referred are properly licensed in 
accordance with all applicable Commonwealth law and regulations 
and have in effect such current policies of malpractice insurance as 
may be required by the Contractor.   

B. The process for verification of Provider credentials and insurance, 
and any additional facts for further verification and periodic review 
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of Provider performance, shall be embodied in written policies and 
procedures, approved in writing by the Department.   

C. The Contractor shall maintain a file for each Provider containing a 
copy of the Provider’s current license issued by the Commonwealth 
and such additional information as may be specified by the 
Department.   

D. The process for verification of Provider credentials and insurance 
shall be in conformance with the Department’s policies and 
procedures.  The Contractor shall meet requirements under KRS 
205.560(12) related to credentialing.  The Contractor’s enrolled 
providers shall complete a credentialing application in accordance 
with the Department’s policies and procedures. 

 
The process for verification of Provider credentials and insurance shall 
include the following: 

 
A. Written policies and procedures that include the Contractor’s initial 

process for credentialing as well as its re-credentialing process that 
must occur, at a minimum, every three (3) years; 

B. A governing body, or the groups or individuals to whom the 
governing body has formally delegated the credentialing function; 

C. A review of the credentialing policies and procedures by the formal 
body; 

D. A credentialing committee which makes recommendations 
regarding credentialing; 

E. Written procedures, if the Contractor delegates the credentialing 
function, as well as evidence that the effectiveness is monitored; 

F. Written procedures for the termination or suspension of Providers; 
and 

G. Written procedures for, and implementation of, reporting to the 
appropriate authorities serious quality deficiencies resulting in 
suspension or termination of a provider. 

 
The contractor shall meet requirements under KRS 205.560(12) related to 
credentialing. Verification of Provider’s credentials shall include the 
following: 

A. A current valid license or certificate to practice in the 
Commonwealth of Kentucky; 

B. A Drug Enforcement Administration (DEA) certificate and number, if 
applicable; 

C. Primary source of graduation from medical school and completion 
of an appropriate residency, or accredited nursing, dental, 
physician assistant or vision program as applicable; if provider is 
not board certified. 
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D. Board certification if the practitioner states on the application that 
the practitioner is board certified in a specialty; 

E. Professional board certification, eligibility for certification,  or 
graduation from a training program to serve children with special 
health care needs under twenty-one (21) years of age; 

F. Previous five (5) years work history; 

G. Professional liability claims history; 

H. Clinical privileges and performance in good standing at the hospital 
designated by the Provider as the primary admitting facility, for all 
providers whose practice requires access to a hospital, as verified 
through attestation; 

I. Current, adequate malpractice insurance, as verified through 
attestation; 

J. Documentation of revocation, suspension or probation of a state 
license or DEA/BNDD number; 

K. Documentation of curtailment or suspension of medical staff 
privileges; 

L. Documentation of sanctions or penalties imposed by Medicare or 
Medicaid; 

M. Documentation of censure by the State or County professional 
association; and 

N. Most recent information available from the National Practitioner 
Data Bank. 

 

The provider shall complete a credentialing application that includes a 
statement by the applicant regarding:  
    
A. The ability to perform the essential functions of the positions, with 

or without accommodation; 
B. Lack of present illegal drug use;  
C. History of loss of license and felony convictions; 
D. History of loss or limitation of privileges or disciplinary activity; 
E. Sanctions, suspensions or terminations imposed by Medicare or 

Medicaid; and 
F. Applicants attest to the correctness and completeness of the 

application. 



 

 105 

 

Before a practitioner is credentialed, the Contractor shall verify information 
from the following organizations and shall include the information in the 
credentialing files: 

A.  National practitioner data bank, if applicable; 
B.  Information about sanctions or limitations on licensure from the 

 appropriate state boards applicable to the practitioner type; and 
C.  Other recognized monitoring organizations appropriate to the 

 practitioner’s discipline. 
 

At the time of credentialing, the Contractor shall perform an initial visit to 
potential providers as it deems necessary and/or as required by law. The 
Contractor shall document a structured review to evaluate the site against 
the Contractors organizational standards and those specified by this 
contract. The Contractor shall document an evaluation of the medical 
record documentation and keeping practices at each site for conformity 
with the Contractors organizational standards and this contract. 

The Contractor shall have formalized recredentialing procedures. The 
Contractor shall formally recredential its providers at least every three (3) 
years. The Contractor shall comply with the Department’s recredentialing 
policies and procedures.  There shall be evidence that before making a 
recredentialing decision, the Contractor has verified information about 
sanctions or limitations on practitioner from: 

A. A current license to practice; 
B. The status of clinical privileges at the hospital designated by the 

 practitioner as the primary admitting facility; 
C. A valid DEA number, if applicable; 
D. Board certification, if the practitioner was due to be recertified or 

become board certified since last credentialed or recredentialed; 
E. Five (5) year history of professional liability claims that resulted in 

settlement or judgment paid by or on behalf of the practitioner; and 
F. A current signed attestation statement by the applicant regarding: 

(1) The ability to perform the essential functions of the position, 
with or without accommodation; 

(2) The lack of current illegal drug use;  
(3) A history of loss, limitation of privileges or any disciplinary 

action; and 
(4) Current malpractice insurance. 

 
There shall be evidence that before making a recredentialing decision, the 
Contractor has verified information about sanctions or limitations on 
practitioner from: 
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A. The national practitioner data bank; 
B. Medicare and Medicaid; 
C. State boards of practice, as applicable; and 
D. Other recognized monitoring organizations appropriate to the 

practitioner’s specialty. 
 

The Contractor will use the format provided in Appendix H to transmit the 
listed provider credentialing elements to the Department. A Credentialing 
Process Coversheet will be generated per provider.  The Credentialing 
Process Coversheet will be submitted electronically to the Department’s 
fiscal agent.  

The Contractor shall establish ongoing monitoring of provider sanctions, 
complaints and quality issues between recredentialing cycles, and take 
appropriate action. 

The Contractor shall have written policies and procedures for the initial 
and on-going assessment of organizational providers with whom it intends 
to contract or which it is contracted. Providers include, but are not limited 
to, hospitals, home health agencies, free-standing surgical centers, 
residential treatment centers, and clinics. At least every three (3) years, 
the Contractor shall confirm that the provider is in good standing with state 
and federal regulatory bodies, including the Department, and, has been 
accredited or certified by the appropriate accrediting body and state 
certification agency or has met standards of participation required by the 
Contractor. 

The Contractor shall have policies and procedures for altering conditions 
of the practitioners participation with the Contractor based on issues of 
quality of care and services. The Contractor shall have procedures for 
reporting to the appropriate authorities, including the Department, serious 
quality deficiencies that could result in a practitioner’s suspension or 
termination. 

If a provider requires review by the Contractor’s credentialing Committee, 
based on the Contractor’s quality criteria, the Contractor will notify the 
Department regarding the facts and outcomes of the review in support of 
the State Medicaid credentialing process. 
 
The contractor shall use the provider type summaries listed at 
http://chfs.ky.gov/dms/provEnr/Prvoider+Types.htm. 

 
27.3 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 

http://chfs.ky.gov/dms/provEnr/Prvoider+Types.htm
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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. 

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: 
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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. 
 

27.4 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. 
 
Department shall approve the Provider Manual, and any updates to the 
Provider Manual, prior to publication and distribution to Providers.  
 
All Provider Manuals shall be available in hard copy format and online. 
 
The Provider Manual and updates shall serve as a source of information 
to Providers regarding Covered Services, Contractor’s Policies and 
Procedures, 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.  
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27.5 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 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. 
 

27.6 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, 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).  
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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;  

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;  
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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. 
 

27.7 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 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. 

 
27.8 Provider Grievances and Appeals 

The Contractor shall establish and maintain written policies and 
procedures for the filing of Provider grievances and appeals.  A provider 
shall have the right to file a grievance or an appeal with the Contractor.  
Provider grievances or appeals shall be resolved 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.  A Provider may not file a grievance or an 
appeal on behalf of a Member without written designation by the Member 
as the Member’s representative. A Provider shall have the right to file an 
appeal with the Contractor regarding provider payment or contractual 
issues. 

 
27.9 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 
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the time they enter into a contract. 
 

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. 
 

27.10 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.   

28. Provider Network 

28.1 Network Providers to Be Enrolled  

The Contractor’s Network shall include Providers from throughout the 
provider community. The Contractor shall comply with the any willing 
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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 if there is a FQHC 
appropriately licensed to provide services in the region or service area 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, 
advanced practice registered nurses, physician assistants, birthing 
centers, dentists, primary care centers including, home health agencies, 
rural health clinics, opticians, optometrists, audiologists, hearing aid 
vendors, 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 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. 

The Department will continue to enroll and certify hospitals, nursing 
facilities, home health agencies, independent laboratories, preventive 
health care providers, 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 OSCAR file 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 
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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.  

28.2  Out-of-Network Providers 

The Department will provide the Contractor with a streamlined enrollment 
process to assign provider numbers for Out-of-network providers.  Only 
out-of-network hospitals and physicians are allowed to complete the 
Registration short form in emergency situations.  The Contractor shall, in a 
format specified by the Department report all out-of-network utilization by 
Members. 

28.3  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 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.   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 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. 
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28.4 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. 

28.5  Enrolling New Providers and Providers not Participating in        
Medicaid 

A medical provider is not required to participate in the Kentucky Medicaid 
Program as a condition of participation with the Contractor’s Network.  If a 
potential Provider has not had a Medicaid number assigned, the 
Contractor will obtain all data and forms necessary to enroll within the 
Contractor’s Network, and include the required data in any transmission of 
the provider file information with the exception of the Medicaid provider 
number.  Provider file records transmitted without a provider number will 
be suspended until verification of the provider’s Medicaid enrollment 
status and for the assignment of the provider number.  When eligibility is 
confirmed, 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. 

28.6 Termination of Network Providers or Subcontractors 

Any Provider or Subcontractor who engages in activities that result in 
suspension, termination, or exclusion from the Medicare or Medicaid 
program shall be terminated from participation.  

The Department shall notify the Contractor of suspension, termination, 
and exclusion actions taken against Medicaid providers by the Kentucky 
Medicaid program within three business days via e-mail.  The Department 
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will notify the Contractor of voluntary terminations within five business 
days via email.   

The Contractor shall notify the Department of suspension, termination, 
and exclusion from Contractor’s network taken against a Provider within 
three business days via email.  The Contractor shall notify the Department 
of voluntary terminations within five business days via email.  The 
Contractor will provide all terminations monthly, via the Provider 
Termination Report as referenced in Appendix K. The Contractor shall 
terminate the Provider effective the same date as the Medicaid program 
termination.   

28.7 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 
Contractor’s 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 Members 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. Specialty care in which referral appointments to specialists shall not 
exceed thirty (30) days for routine care or forty-eight (48) hours for 
Urgent Care; except for Behavioral Health Services for which 
emergency care with crisis stabilization must be provided within 
twenty-four (24) hours, urgent care which must be provided within 
forty-eight (48) hours, services may not exceed fourteen (14) days 
post discharge from an acute Psychiatric Hospital and sixty (60) 
days for other referrals.  Specialists shall be commensurate with 
the subpopulations designated by the Department, and include 
sufficient pediatric specialists to meet the needs of Members 
younger than twenty-one (21) years of age.   

C. Immediate treatment for Emergency Care at a health facility that is 
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most suitable for the type of injury, illness or condition, regardless 
of whether the facility is in Contractor’s Network. 

D. Hospital care for which transport time shall not exceed thirty (30) 
minutes, except in non-urban areas where access time may not 
exceed sixty (60) minutes, with the exception of Behavioral Health 
Services and physical rehabilitative services where access shall not 
exceed sixty (60) minutes. 

E. General dental services for which transport time shall not exceed 
one (1) hour.   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. 

F. General vision, laboratory and radiology services for which 
transport time shall not exceed one (1) hour. 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. 

G. For Pharmacy services, travel time shall not exceed one (1) hour 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. 

 
The Contractor shall attempt to enroll the following Providers in its network 
as follows: 

 
A. Teaching hospitals; 
B. FQHCs and rural health clinics; 
C. The Kentucky Commission for Children with Special Health Care 

Needs; and 
D. 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.  
 
In consideration of the role that Department for Public Health, which 
contracts with the local health departments play in promoting population 
health of the provision of safety net services, the Contractor shall offer a 
participation agreement to public health departments.  Such participation 
agreements shall include the following provisions: 

 
A. Coverage of the Preventive Health Package pursuant to 907 KAR 

1:360.  
B. Provide reimbursement at rates commensurate with those provided 
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under Medicare. 
 

The Contractor may also include any charitable providers which serve 
Members in the Contractor Region, provided that such providers meet 
credentialing standards. 
 
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 in the service area 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 these providers, it shall submit 
to the 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.   
 

28.8 Program Mapping 

The Contractor shall initially submit a series of maps and charts in a 
format prescribed by the Department that describes the Contractor’s 
Provider Network, as set forth below. The use of computer-generated 
maps is preferred.  Maps shall include geographic detail including 
highways, major streets and the boundaries of the Contractor’s network.  
In addition to the maps and charts, the Contractor shall provide an 
analysis of the capacity to serve all categories of Members.  The analysis 
shall address the standards for access to care. 

Maps shall include the location of all categories of Providers or provider 
sites as follows: 

A. Primary Care Providers (designated by a “P”); 
B. Primary Care Centers, non FQHC and RHC (designated by a “C”); 
C. Dentists (designated by a “D”); 
D. Other Specialty Providers (designated by a “S”); 
E. Non-Physician Providers - including nurse practitioners, 

(designated by a “N”) nurse mid-wives (designated by a “M”) and 
physician assistants (designated by a “A”); 

F. Hospitals (designated by a “H”); 
G. After hours Urgent Care Centers (designated by a “U”); 
H. Local health departments (designated by a “L”); 
I. Federally Qualified Health Centers/Rural Health Clinics (designated 

by a “F” or “R” respectively); 
J. Pharmacies (designated by a “X”); 
K. Family Planning Clinics (designated by an “Z”); 
L. Significant traditional Providers (designated by an “*”); 
M. Maternity Care Physicians (designated by a “o”);  
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N. Vision Providers (designated by a “V”); and 
O. Community Mental Health Centers (designated by a “M” 

 
The Contractor shall update these maps to reflect changes in the 
Contractor’s Network on an annual basis, or upon request by the 
Department.  

28.9 Expansion and/or Changes in the Network 

If at any time, the Contractor determines that its Contractor Network is not 
adequate to comply with the access standards specified above, the 
Contractor shall notify the Department of this situation and submit a 
corrective action plan to remedy the deficiency.  The corrective action plan 
shall describe the deficiency in detail, including the geographic location 
and specific regions 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.   

28.10 Provider Electronic Transmission of Data 

The Contractor shall transmit any additions or changes to the Contractor’s 
Network as specified in Appendix G.  Encounter Record containing 
provider numbers that are not on the Medicaid master provider file will not 
be accepted.   

28.11 Provider System Specifications and Data Definitions 

Appendix G contains the file layouts, data element definitions, and other 
information relevant to maintenance of the provider file by Contractor. 

28.12 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 
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background. The Contractor shall communicate such policies to 
Subcontractors.  

29. Provider Payment Provisions 

29.1 Claims Payments 

In accordance with the Balanced Budget Act (BBA) Section 4708, the 
Contractor shall implement Claims payment procedures that ensure 90% 
of all Provider Claims 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 99-123, as may be amended. 

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.  The notice to the provider need not be in writing.  

Any conflict between the BBA and Commonwealth law will default to the 
BBA unless the Commonwealth requirements are stricter. 

29.2 Payment to Out-of-Network Providers 

The Contractor shall reimburse Out-of-Network Providers in accordance 
with Section 29.1 Provider 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. 

 
Covered Services shall be reimbursed at 100 percent of the Medicaid fee 
schedule/rate until January 1, 2012 and after January 1, 2012, at 90% of 
the Medicaid fee schedule/rate.  Covered services except for emergency 
services provided to a Member from an Out-of-Network Provider that has 
not sought Prior Authorization within thirty (30) days need not be 
reimbursed. 
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For services not covered above, the Contractor shall submit to the 
Department for review and approval a process for Out-of-Network 
reimbursement. 

29.3 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.   
 

The Contractor shall further assist Dual Eligible Members in coordination 
of benefits required under Delegations of Authority. 

 
29.4 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 make for the services if the services were furnished by other clinic 
or primary care Providers. The Department shall reimburse 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 per month. 
 

29.5 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. 

 
29.6 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. 
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29.7 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) 

29.8 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 Contractor 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) 
 

29.9 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. 

29.10 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. 
 
Amounts were included in the data book, as used by the Contractor in 
establishing base period rates reflecting these payment amounts, which 
have been trended by the Contractor using their trends and trend 
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assumptions for capitation payments covered under the contract. 
 
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 an amount 
equal to the amount included in the data book for each respective provider 
entity increased by the increase in the contractor’s weighted average rate 
for each year of the contract based on capitation rates displayed in  
Appendix B, multiplied by the Contractor’s  share of monthly enrollment as 
calculated by the Department.  The Department shall provide the detailed 
amounts by provider entity included in the data book upon contractor 
request 
 
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. 

 

30. Covered Services 

30.1 Medicaid Covered Services 

The Contractor shall provide, or arrange for the provision of, the Covered 
Services listed in Appendix I to Members in accordance with the Contract 
standards, and according to the Department’s regulations, state plan, 
policies and procedures applicable to each category of Covered Services.   
The Contractor shall be required to provide Covered Services to the extent 
services are covered for Members at the time of Enrollment. 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 I 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 applicable administrative regulations governing Kentucky 
Medicaid services provision (907 KAR Chapter 1 and 907 KAR 3:005) 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 
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be adjusted accordingly to 12.2 and 39.16 herein. 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. 
 
The Contractor may provide, or arrange to provide, services in addition to 
the services described in Appendix I, 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.  
 
If coverage of any Medicaid service provided by the Contractor requires 
the completion of a specific form (e.g., hospice, sterilization, hysterectomy, 
or abortion), the form shall be properly 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 medical 
services covered under Appendix I, 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.  
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30.2 Direct Access Services 

The Contractor shall make Covered Services available and accessible to 
Members as specified in Appendix I.  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.  

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. 

30.3 Second Opinions 

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, at the Member’s request. The 
Contractor shall inform the Member, in writing, at the time of Enrollment of 
the Member’s right to request a second opinion. 
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30.4 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 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. 

30.5 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 Contract, 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. 

30.6    Interface with State Mental Health Agency  

A. Contractor’s Behavioral Health Director or designee will meet with the 
Department monthly to discuss State Mental Health Authority and Single 
State (substance abuse) Agency (SSA) protocols, rules and regulations 
including but not limited to: 
 

 SMI and SED operating definitions 

 Other priority populations 

 Targeted Case Management and Peer Support provider 
certification training and process 

 IMPACT Plus program operations 

 Satisfaction survey requirements 
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 Priority training topics (e.g. trauma-informed care, suicide 
prevention, co-occurring disorders, evidence-based practices) 

 Behavioral health services hotline 

 Behavioral health crisis services (referrals; emergency, urgent and 
routine care) 

 
B. Contractor will coordinate IMPACT Plus Covered Services to ensure 

existing services are provided, rates are set, and encounter and cost data 
are provided. 

 
C. 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 with proposed materials and protocols.   

2. With the Department 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 stated contracted psychiatric hospitals, as well as 
with other the Department facilities that individuals with co-
occurring behavioral health and developmental and intellectual 
disabilities (DID).   

 
 

31. Pharmacy Benefits 

31.1 Pharmacy Requirements 

The Contractor shall provide pharmacy benefits in accordance with this 
section in addition to other requirements specified in this contract.  
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 including an accounts receivable process; 

B. Retrospective utilization review services; 
C. Formulary and non-formulary services, including prior authorization 

services;  
D. Pharmacy provider relations and call center services, in addition to 

Provider Services specified elsewhere; and 
E. Seamless interfaces with the information systems of the 

Commonwealth and as needed, any related vendors. 
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31.2 Formulary and Non-Formulary Services 

The Contractor shall maintain a preferred drug list and make information 
available to pharmacy providers and Members the co-pay tiers or other 
information as necessary.  The Contractor shall utilize a Pharmacy and 
Therapeutics Committee (P&T Committee).  The committee shall meet 
periodically throughout the calendar year as necessary and make 
recommendations to the Contractor for changes to the drug formulary.  
The Contractor shall provide information to its pharmacy providers 
regarding the Preferred Drug List (PDL) for Medicaid Members.  This list 
updated by the Contract throughout the year shall reflect changes in the 
status of a drug or to the addition of new drugs, as required. 

 
31.3 Pharmacy Claims Administration 

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 Contractor shall maintain prospective drug 
utilization review edits and apply these edits at the POS.  The Contractor 
shall be responsible for processing components required for paper Claims.   

 
The Contractor maintains, through an online system, appropriate accounts 
receivable (A/R) records for the Commonwealth to systematically track 
adjustments, recoupments, manual payments and other required 
identifying A/R and Claim information. 
 
The Contractor shall interface with the Commonwealth’s information 
systems to provide data and other information, as needed, to properly 
administer the pharmacy benefit program. 

 
31.4 Pharmacy Rebate Administration 

The Patient and Affordable Care Act (PPACA) signed into law in March 
2010 require 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 including J-
code conversions consistent with CMS requirements. The Department will 
provide this Claims level detail to manufacturers to assist in dispute 
resolutions.  However, 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. 
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31.5 Pharmacy Program Management 

The Contractor shall assure that pharmacy benefits are administered in 
accordance with the state and Federal laws and regulations.  In the event 
the prescription is for a non-preferred drug and the pharmacist cannot 
reach the physician or the Contractor or its agent for approval and the 
pharmacist deems it necessary, a seventy-two (72) hour emergency 
supply shall be provided.  If the physician prescribed an amount of the 
medicine that is less than a seventy-two (72) hour supply, the pharmacist 
shall only dispense the amount prescribed. 
 
Kentucky Medicaid members may be limited to three (3) brand 
prescriptions and four (4) total prescriptions, based upon their diagnoses 
and/or medical condition. 
 
For example co-payments are typically one dollar ($1.00), two dollars 
($2.00), three dollars ($3.00), or five percent (5%) up to a maximum of 
twenty dollars ($20.00) per prescription, based upon member’s age, 
status, or category of eligibility.  The Contractor shall track and reports on 
the Members’ usage and co-payments, including accumulation of 
maximum out-of-pocket co-payments.  The co-payments requirements for 
the Kentucky Medicaid Program can be found in 907 KAR 1:604. 

 
31.6 Pharmacy Provider Relations and Prior Authorizations 

The Contractor shall operate a toll-free call center twenty-four (24) hours a 
day, seven (7) days a week for access by pharmacies and 
physicians/prescribers.  The call center shall respond to pharmacy related 
questions that require clinical intervention and requests for prior 
authorizations.  The call center shall process prior authorization requests 
received from prescribers by facsimile, telephone or postal service. 

 
 

32. Special Program Requirements 

32.1 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 J.  The Contractor shall comply with 907 KAR 
1:034 that delineates the 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:  
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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 J. 

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 J. 

G. Establish and maintain a tracking system to monitor acceptance 
and refusal of EPSDT services, whether eligible Members are 
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 
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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.  
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. 
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32.2 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 date relating to dental services, as 
requested by the Department. 
 

32.3 Emergency Care, Urgent Care and Post Stabilization Care 

Emergency Care 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.  Post Stabilization Care 
services are covered and reimbursed in accordance with 42 CFR 
422.113(c) and 438.114(c). 

 
32.4 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 accordance with 42 CFR 431.52 and 907 KAR 1:084.  These 
regulations require that the Commonwealth, including Department and its 
Contractor, cover not only Medically Necessary services due to a medical 
emergency, but also out-of-state emergency medical services if medical 
services are needed and the Member’s health would be endangered if 
he/she were required to travel to his/her state of residence; 

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.   
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32.5 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.  

32.6 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 I 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.  

 
32.7 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 means 
medical transportation not of an emergency nature, excluding ambulance 
stretcher services, provided to a Medicaid Member by the Transportation 
Cabinet pursuant to an agreement between the Transportation Cabinet 
and the Department. 
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32.8 Pediatric Interface 

The Contractor shall establish procedures to coordinate care for children 
receiving school-based health services and early intervention services, in 
a manner that prevents duplication of Contractor provided services. The 
Contractor shall monitor the continuity and coordination of care for these 
children as part of its QAPI program.   
 
Services provided under these programs are authorized under the Federal 
Individuals with Disabilities Education Act, but typically excluded from 
Contractor coverage except 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. IEP services should not be duplicated. 
 
School-Based Services provided by schools are excluded from Contractor 
coverage and are paid by the Department through fee-for-service 
Medicaid when provided by a Medicaid enrolled provider. School-Based 
Services provided by public health departments are included in Contractor 
coverage.  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. Coordination between the schools and the 
Contractor shall ensure that Members receive medically necessary 
services that complement the individual education plan (IEP) services and 
promote the highest level of function for the child.  

 
The Contractor shall coordinate services between the First Steps program 
and Contractor coverage. The First Steps program is an entitlement 
program established by the Federal Individuals with Disabilities Education 
Act (IDEA) and is funded by federal, state and local funds. The goal of the 
program is to provide early intervention services to children from birth up 
to age three who have developmental disabilities or delays. The intended 
outcome of the program is to ensure maximum amelioration of the impact 
of developmental disabilities or delays on infants and toddlers by early and 
ongoing provision of rehabilitation services.  
 
In order for the Contractor and its Providers to effectively manage care for 
Members who qualify for these services, it will be necessary to coordinate 
the care provided through both programs as children who are receiving 
these services are identified, to share information with early 
intervention/school-based service providers with appropriate permission 
from parents.  
 
Services provided under HANDS shall be excluded from Contractor 
coverage.  HANDS is a home visitation program for first-time parents.  It 
services children under three (3) years of age and it promotes good 
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parenting skills. 
 

32.9 Pediatric Sexual Abuse Examination 

Contractor shall have Providers in its network that have the capacity to 
perform a forensic pediatric sexual abuse examination.  This examination 
must be conducted for Members at the request of the DCBS. 

32.10 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 program shall be in accordance with 907 
KAR 1:677.  The criteria for this program shall be submitted to the 
Department for approval. 

33. Behavioral Health Services 

33.1 Department for Behavioral Health, Developmental and Intellectual 
Disabilities (DBHDID) Responsibilities  

The Department for Behavioral Health, Developmental and Intellectual 
Disabilities (DBHDID) is part of the Cabinet for Health and Family 
Services.  It is responsible for planning and overseeing mental health, 
intellectual disability, and developmental disability services using state and 
federal funds.  DBHDID contracts with outpatient mental health services 
through fourteen (14) regional mental health centers and four psychiatric 
hospitals (three of which are state operated and one private) to assure 
that community and inpatient mental health services are available to 
Kentucky citizens.  DBHDID works collaboratively with Department, to 
assure that Medicaid Members receive quality services. 
 
Kentucky’s mental health system strengths include the following: 

A. In the area, of criminal justice, police Crisis Intervention Teams 
(CIT) are expanding throughout the Commonwealth.  A statewide 
telephonic triage system continues to screen jail inmates and 
provide linkages to treatment.  In addition, DBHDID also received a 
grant to develop a strategic plan for pre-and post-booking 
programs.  DBHDID also provides a peer support specialist training 
program and a Peer Leadership Academy. 

B. Additionally, community mental health centers receive department 
funds for a new statewide program call Direct Intervention, Vital 
Early Response Treatment systems (DIVERTS) to specifically help 
reduce the number of persons becoming homeless or going to jail.  
Each of the fourteen (14) regions work with DBHDID to tailor the 
DIVERTS program to its particular needs. 
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C. A new psychiatric facility to replace Eastern State Hospital in 
Lexington has begun construction in Lexington.  The new hospital 
will replace the second oldest state hospital in the nation (opened in 
1824).  Kentucky’s state hospitals have reduced the use of 
seclusion and restraints. 

Additional work needs to be done in assuring that evidence-based 
practices (EBPs) are routinely used in all behavior health services and that 
they meet the standards of national models.  Primary focus shall be on 
further development and expansion of supported housing, supported 
employment, development of peer support and recovery models of care.  
Additionally, there are shortages of mental health professionals, especially 
psychiatrists, in rural areas. 

 
33.2 DBHDID Goals for Behavioral Health Services 

The Department, working with the behavioral health state agency, 
DBHDID, desires that Kentucky become a national leader in the wellness 
and recovery approach to behavioral health services, including 
psychosocial rehabilitation.  Through health promotion efforts, 
psychotropic medication management, suicide prevention and overall 
person centered treatment approaches, the Commonwealth seeks to 
lower morbidity among Members with serious mental illnesses, including 
Members with co-occurring developmental disabilities.  Through the 
Contractor, Members will have the ability to access other valuable health 
programs such as smoking cessation programs. 
 
The Contractor in its design and operation shall incorporate Department 
and DBHDID’s core values for Medicaid Members receiving behavioral 
health services which are:  

 
A. Maintaining basic personal rights.  Individuals with mental illness 

have the same rights and obligations as other citizens of the 
Commonwealth.  Consumers have the right to choice, to retain the 
fullest possible control over their own lives and to have 
opportunities to be involved in their communities. 

B. Being responsive to the consumer and community.  The 
Contractor’s provision of mental health services shall be responsive 
to the people it serves, coherently organized, and accessible to 
those who require mental health care. 

C. Empowering the consumer and community.  The Contractor’s 
provision of mental health services shall involve consumers and 
families in decision-making processes, both individually at the 
treatment level as well as collectively.  Services and programs are 
responsive to consumer needs and choices and are culturally 
relevant. 

D. Providing family support and education.  The Contractor shall 
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provide families with the assistance they need in order to maintain 
or enhance the support they give to their family members and to 
keep families united whenever possible. 

E. Providing care in the most appropriate setting. The Contractor shall 
provide the most normative care in the least restrictive setting and 
permit Members to be served in the community when appropriate. 

F. Working collaboratively with all stakeholders. The Contractor shall 
foster collaboration and integration with relevant stakeholders to 
assist Members in all activities of life. 

G. Having well-managed services. The Contractor shall promote cost 
effective services and hold all components accountable by requiring 
monitoring and self-evaluation, responding rapidly to identify 
weaknesses, adapting to changing needs, and improving 
technology.  The Contractor shall place a high priority on measuring 
Members’ satisfaction with the services they receive.  Outcome 
measures are a key component for evaluating program 
effectiveness.  The Contractor shall require local planning to 
improve continuity of care, coordination and quality of services and 
resources.  The Contractor shall require local planning and 
coordination of services to improve continuity of care and 
concurrence of services and resources. 

H. Having resources to provide adequate and qualified staff.  The 
Contractor shall promote provider competence and opportunities for 
skill-enhancement training or retraining as changes in the service 
system take place. 

I. Educating the community.  The Contractor shall promote early 
identification and prevention for at-risk groups of all ages through 
public education and early intervention programs, and it promotes 
efforts that support families and communities. 

 
33.3 General Behavioral Health Requirements 

The Department requires the Contractor’s provision of mental health 
services to be recovery and resiliency focused.  This means that services 
will be provided to allow individuals, or in the case of, a minor, family or 
guardian, to have the greatest opportunities for decision making and 
participation in the individual’s treatment and rehabilitation plans. 
 

 
33.4 Covered Behavioral Health Services 

The Contractor shall assure the provision of all Medically Necessary 
Behavioral Health Services for Members.  These services are described in 
Appendix I.  All Behavioral Health services shall be provided in 
conformance with the access standards established by the Department.  
When assessing Members for BH Services, the Contractor and its 
providers shall use the DSM-IV multi-axial classification.  The Contractor 



 

 138 

may require use of other diagnostic and assessment instrument/outcome 
measures in addition to the DSM-IV.  Providers shall document DSM-IV 
diagnosis and assessment/outcome information in the Member’s medical 
record. 

 
33.5 Behavioral Health Provider Network 

The Contractor must emphasize utilization management, assuring the 
services authorized are provided, are medically necessary and produce 
positive health outcomes.  The Department and DBHDID will coordinate 
on the requirement of data collection and reporting to assure that state 
and federal funds utilized in financing behavioral health services are 
efficiently utilized and meet the overall goals of health outcomes.  
 
The Contractor shall utilize DSM-IV classification for Behavioral Health 
billings.  
 
The Contractor shall provide access to psychiatrists, psychologists, and 
other behavioral health service providers.  In order to meet the provider 
network requirement for BH services, Community Mental Health Centers 
(CMHCs) located within the Contractor service region shall be offered 
participation in the Contractor provider network.    Network providers shall 
have experience serving children and adolescents, persons with 
disabilities, the elderly, and cultural or linguistic minorities.  The Contractor 
shall ensure accessibility and availability of qualified providers to all 
Members in the service area pursuant to Provider Program Capacity 
Demonstration as contained in the RFP.0  When necessary to meet the 
access standards for Behavioral Health Services for its Members, the 
Contractor may include in its provider network other specialty care clinic 
providers with comparable core services of the CMHC’s.  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.   
 
Since the Contractors shall offer participation agreements to the 
Community Mental Health Centers to participate in their Behavioral Health 
network, should a Community Mental Health Center decline participation 
in the Contractor in that service area, or if the Contractor fails to meet 
access or any other terms and conditions of the contract the Contractor 
may meet its BH network requirements by offering participation to other 
qualified specialty care clinic providers with comparable core CMHC 
services. 
 
The Contractor shall maintain a Member education process to help 
Members know where and how to obtain Behavioral Health Services. 
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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. 

 
33.6 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 Contractor’s region.  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 and Service Areas:  

 
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 Behavioral Health Services Hotline may serve multiple 
Service Areas if the Hotline staff is knowledgeable about all such Service 
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Areas, including the Behavioral Health Provider Network in each Service 
Area.  

 
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 
Contractors responsible for all reasonable costs incurred by Department 
or its authorized agent(s) relating to such monitoring. 

 
33.7 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. 
 
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. 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. 
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33.8 Follow-up after Hospitalization for Behavioral Health Services 

The Contractor shall require, through Provider contract provision, that all 
Members receiving inpatient psychiatric services are scheduled for 
outpatient follow-up and/or continuing treatment prior to discharge.  The 
outpatient treatment must occur within fourteen (14) 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 reschedule appointments.   

 
33.9 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.  
 

33.10 Community Mental Health Center (CMHC) 

The Contractor shall coordinate with the Community Mental Health Center 
(CMHC) or other qualified special health care providers, other 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 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.   
 



 

 142 

The Contractor shall ensure the Behavioral Health Service Providers  
assign a case manager prior to or on the date of discharge and provide 
case management services to Members with severe mental illness 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 severe mental illness.  The Case Manager and 
other identified behavioral health service providers shall participate 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.   

 
33.11 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 
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provided to the Contractor. 
 

34. Case Management 

34.1 Health Risk Assessment (HRA) 

The Contractor shall have programs and processes in place to address 
the preventive and chronic healthcare 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 of new 
Members who have not been enrolled in the prior twelve (12) month 
period for the purpose, of accessing the Members need for any special 
health care needs within ninety (90) days of Enrollment.  Members whose 
Contractor has a reasonable belief to be pregnant 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.  
 
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 diseases or conditions. 
 
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.   
 

34.2 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 
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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. Care 
coordination shall be linked to other Contractor systems, such as QI, 
Member Services and Grievances. 
 

34.3 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 health care needs, 
including but not limited to Members identified in Member Services.  A 
Member with special health care needs 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.   

 
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 satisfaction with care and services specific to the DCBS 
population.  

Members, Member representatives and providers shall be provided 
information relating to care management services, including case 
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management, and information on how to request and obtain these 
services.  

 
34.4 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. 

35. Enrollees with Special Health Care Needs 

35.1 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; 
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D. Homeless (upon identification); 
E. Individuals with chronic physical health illnesses; and 
F. Individuals with chronic behavioral health illnesses. 

  
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.   

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.   

35.2 DCBS and Department for Aging and Independent Living 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. 
 

35.3 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. 
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35.4 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. 

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. 

35.5 Children Receiving Adoption Assistance 

Upon Enrollment with the Contractor, each Member receiving adoption 
assistance shall have a service plan prepared by DCBS. The process for 
enrollment of children receiving adoption assistance shall follow that 
outlined for Children in Foster Care above. 

35.6 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, 
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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.  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 M, a Program 
Integrity plan of internal controls and policies and procedures for preventing, 
identifying and investigating enrollee and provider fraud, waste and abuse.  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; 

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 
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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; and 

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. 

The plan shall be made available to the Department for review and approval. 

37. Contractor Reporting Requirements 

37.1 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 upon mutual agreement of the parties. 
The parties agree that Appendix K and Appendix L may be amended 
outside the scope of this agreement The Department may require the 
Contractor to prepare and submit adhoc reports.  

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.  

 
37.2 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:  
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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 

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.  

37.3 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 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 
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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.  

If the Contractor and the Department are in agreement, the reporting 
requirements outlined in Appendix K and Appendix L may be amended 
with a written agreement.   

37.4 COB Reporting Requirements 

In order to comply with CMS reporting requirements, the Contractor shall 
submit a monthly COB Report for all member activity. Additionally, 
Contractor shall submit a report that includes subrogation collections from 
auto, homeowners, or malpractice insurance, etc.  

37.5 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. 

37.6 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. 

 
37.7 Member Services Report 

By the tenth (10th) of each month, Contractor s shall self-report their prior 
month performance in these three areas for their member services and 
twenty-four/seven (24/7) hour toll-free medical call-in system to the 
Department. 
 

37.8 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. 
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The report shall be in a format approved by the Department and shall 
include at least the following information: 

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. 

37.9 EPSDT Reports 

The Contractor shall submit Encounter Records to the Department’s Fiscal 
Agent for each Member who receives EPSDT Services.  This Encounter 
Record 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. 

37.10  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. 

In the event a PCP ceases participation voluntarily in the network, the 
Contractor shall notify the Department, in writing, at least thirty (30) 
calendar days prior to the PCP termination date, or of the Contractor’s 
notification to the PCP to terminate the Provider’s participation. In the 
event a PCP ceases participation involuntarily in the network, the 
Contractor shall notify the Department, in writing, at least fifteen (15) days 
after the PCP termination date.  The Contractor shall indicate in its notice 
to the Department the reason or reasons for which the PCP ceases 
participation. 
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37.11  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.   

37.12   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. 
 
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. 

37.13  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. 
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37.14  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. 

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.  

37.15  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: 
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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 $250,000 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 
sale that identifies areas of the contract that may be impacted by 
the change in ownership including management and staff. 

 
37.16  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. 
 



 

 156 

38. Records Maintenance and Audit Rights 

38.1 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 Confidentiality of Records of this Agreement.  

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 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; 
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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. 

 
38.2 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 40.12. 

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 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. 
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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 40.13of 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. 

39. Remedies for Violation, Breach, or Non-Performance of Contract  

39.1 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 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 40.9. 

39.2 Requirement of Corrective Action 

Finance or the Department may require corrective action in the event that 
any report, filing, examination, audit, survey, inspection, or investigation 
should indicate that the Contractor, or any Subcontractor or supplier is not 
in substantial compliance with any material provision of this Contract, or in 
the event that the Department receives a substantiated Grievance or 
Appeal respecting the standard of care rendered by the Contractor, or any 
Subcontractor or supplier. The Department may also require the 
modification of any policies or procedures of the Contractor relating to the 
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fulfillment of its obligations pursuant to this Contract.  Should Finance or 
the Department desire to take any such corrective action it must issue a 
written deficiency notice and require a corrective action plan to be filed by 
the Contractor within fifteen (15) 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, 
accept the plan with specified modifications, or reject the plan.  Finance or 
the Department may extend or reduce the time allowed for corrective 
action depending upon the nature of the deficiency.  

39.3 Notice of Contractor Breach 

If the Contractor fails to cure a default in accordance with a plan of 
correction under Section 14.1, or comply with Sections 1932, 1903(m) and 
1905(t) of the Social Security Act, Finance shall issue a written notice to 
the Contractor indicating the violation(s) and advising the Contractor that 
failure to cure the violation(s) within a defined time period not less than 
thirty (30) days 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 the following: 

A. Suspension of further Enrollment for a defined time period; When 
the Department determines the Contractor is out of compliance with 
the Contract, Finance may suspend the Contractor’s right to new 
Enrollment under this contract. The suspension will take effect if the 
non-compliance remains uncorrected at the end of the notice 
period. Finance may suspend Enrollment sooner than the time 
period specified in this paragraph if the Department finds that 
Member’s health or welfare is jeopardized. The suspension period 
may be for any length of time specified by the Department, or may 
be indefinite. The suspension period may extend to the expiration 
of this Contract. 

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; or 
E. Termination of this Contract. 

39.4 Health Care Data 

A. Encounter data is due on a weekly basis and shall be considered 
late if not received after four (4) calendar days from the weekly 
due date. Beginning on the fifth calendar day late, the Department 
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shall withhold Five Hundred ($500.00) Dollars a day for each day 
late from the Contractor’s Capitation Payment for the month 
following non-submission.  

B. If the Contractor fails to submit health care data derived from 
processed Claims or Encounter data in the required form or format 
required by the terms of this Contract for one calendar month the 
Department shall withhold an amount equaling five(5%) percent of 
the Contractor’s Capitation Payment for the month following non-
submission.    The Department shall retain the amount withheld 
until the data is received and accepted by the Department less 
Five Hundred ($500.00) Dollars per day for each day late.  

C. An Erred Encounter Record File shall be transmitted to the 
Contractor electronically on 997 acknowledgement file and 277U 
response file for correction and submission. The Contractor shall 
have ten (10) days to resubmit the corrected Encounter Record 
File. The Department may assess and withhold for the month 
following non-submission, an amount equaling  one-tenth (0.1%) of 
a percent of the Contractor’s Capitation Payment a day until the 
Encounter Record File is received and accepted by the 
Department  EPSDT Encounter Record shall be completed in 
accordance with EPSDT Reports and these penalties may apply. 

D. Any other health care information/data requested by the 
Department or required pursuant to this Contract, including social 
and demographic data, shall be submitted to the Department in 
accordance with the time-frames developed by the Department 
which shall take into consideration the purpose for the data 
requested, the availability of information, the capabilities of the 
Contractor to collect and assemble the data in readable form and 
the cost. 

If the Department elects not to exercise any of the retention 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 reduction in 
compensation. 

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. It is further understood that no 
withholding will be applied if the reason for delay is beyond control of the 
Contractor as reasonably determined by the Department.   
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39.5 Reporting  

The submission of late, inaccurate or otherwise incomplete reports shall 
be considered failure to report.  Sanctions may be imposed by Finance for 
failure to submit accurate and timely reports following failure on the part of 
the Contractor to cure a default in accordance with a plan of correction 
under Section 39.2. 

 39.6 Annual Contract Monitoring 

Finance 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 39.2. 

39.7 Intermediate Sanction and Civil Money Penalties 

In the event the Contractor fails to comply with the terms and conditions of 
42 United States Code Section 1396b(m), Finance may do any of the 
following: 

A. Appoint temporary management to oversee the entity if a plan 
engages in continued egregious behavior or there is a substantial 
risk to the health of enrollees; 

B. Permit individuals to disenroll without cause; 
C. Suspend default Enrollment; or 
D. Suspend payment for new enrollees. 

Prior to imposing the intermediate sanctions, Finance must give the 
Contractor timely written notice that explains the basis and nature of the 
sanction and any other due process protections that Finance elects to 
provide. 

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. 
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Following failure on the part of the Contractor to cure a default in 
accordance with a plan of correction under Section 39.2, Finance may 
impose civil money penalties in the circumstances and the amounts set 
forth below if the Contractor does any of the following: 

A. Fails substantially to provide Medically Necessary items and 
services that are required under law and under this Contract 
($25,000); 

B. Imposes excess premiums and charges; (doubles the excess 
amount charged); 

C. Acts to discriminate among Members; (an amount not to exceed 
$100,000; 

D. Misrepresents or falsifies information; (an amount not to exceed 
$100,000); or 

E. Violates marketing guidelines ($10,000). 

39.8 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. 

39.9 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 any of the remedies set forth in the 
Contract are available to Finance, as 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 
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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 
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-minimums 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; or 

H. The Contractor violates any of the confidentiality provisions of this 
Contract. 

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 successful transition of those 
Members to Fee for Service Medicaid providers 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. 

39.10 Obligations upon Termination 

Upon termination of this Contract by Finance for convenience, lack of 
funds or for default, 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 
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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 
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 
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Finance’s intent to terminate the Contract and allow the Members to 
disenroll immediately without cause. 

39.11 Liquidated Damages 

The Contractor acknowledges and agrees that in the event this Contract is 
terminated prior to the end of the term, except at the convenience of the 
Commonwealth under Section 39.9, the Department will incur substantial 
inconvenience and additional expenses and costs which are difficult or 
impossible to accurately estimate.  The Contractor shall pay to the 
Department liquidated damages equal to ten percent (10%) of the 
Contractor’s Capitation Payment.  Such payment is to be made no later 
than thirty (30) days following the date of the notice 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. 

If this Contract is terminated by Finance for convenience as specified in 
Section 39.8 of this Contract, the Contractor may seek a remedy pursuant 
to 200 KAR 5:312.   

39.12 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 any time in the possession or control of the 
Department or in transit to the Department.  

39.13 Termination by Contractor 

The Contractor may terminate this Contract with notice given in 
accordance with the requirements of Section 40.13 at least six (6) months 
but no more than seven (7) months prior to the end of the initial term of 
this Contract or any renewal terms. 

39.14 Documents Constituting Contract 

This Contract shall include 

1.        This Medicaid Managed Care agreement; 
2.        The Appendices to this agreement; 
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 
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Procurement Services’ FAP110-10-00; 
5.        Any clarifications concerning the Contractor’s proposal in response 

to the RFP; 
6.        The Contractor’s proposal in response to the RFP. Provided 

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.  

39.15 Definitions and Construction 

The terms used in this Contract shall have the definitions set forth in 
Section 2, 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. 

39.16 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 12.  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. To facilitate the timely 
implementation of the services under this Contract, the Department 
agrees to work with Contractor to establish mutually acceptable file 
formats, and the timing, location and format for the reports and access 
required in the Appendices. The reporting requirements in the Appendices 
to this Contract may be modified by mutual agreement between the 
Contractor and the Department by a signed letter of agreement.   
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40 Miscellaneous  

40.1    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; 

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. 

40.2    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. 
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40.3    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 39.9 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. 

40.4    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.  

40.5   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 beneficial 
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.  

40.6   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 
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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. 

40.7    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 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. 

40.8    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. 

40.9   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 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. 
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The Contractor shall be afforded an opportunity to be heard and to offer 
evidence in support of its appeal to the Secretary of the Cabinet for Health 
and Family Services.  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. 

40.10 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 1932(a) State Plan Amendment or 1915(b) 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 SPA is withdrawn or modified the Department reserves the right 
to immediately and without notice suspend or terminate this Contract 
pursuant to Remedies for Violation, Breach or Non-Performance of 
Contract herein. 

40.11   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. 

40.12 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 agreement shall 
mandate that the Subcontractor be required to abide by the same statutes 
and regulations regarding confidentiality of protected health information as 
is the Contractor. 
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40.13  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: 

Coventry Health and Life Insurance Company 
(Local office information TBP) 
 
and 
Coventry Health Care, Inc.  
Attn:  Legal Department 
6705 Rockledge Drive, Suite 900 
Bethesda, MD 20817 

 
40.14  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 Ineligibility Due to Fraud, Waste and Abuse 
Cases 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 Section 14.0 of this Contract shall survive expiration, or 
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earlier termination of this Contract, until such time as the Contractor has 
satisfactorily complied with the terms thereof.  

40.15 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. 

40.16 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. 

40.17 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 the most recent quarterly financial filing that the Contractor 
submitted to the Department of Insurance in its state of domicile. 

40.18 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 



 

 173 

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 

40.19 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. 

40.20 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 shall be considered a “public agency” 
under the Open Records Act, KRS 61.870 through KRS 61.884. 

40.21 Disclosure of Certain Financial Information 

The Contractor agrees to provide the Department within thirty (30) days of 
contract execution a business plan that outlines proposed annual 
expenditures under the contract for items including but not limited to 
proposed budgets for salaries, bonus, other compensation, travel, other 
expenditures (i.e. sponsorships, grants, donations, insurance cost and 
medical expenses) and other items in APA’s report. 

The Contractor agrees to provide the Department upon request 
information regarding salaries, travel, other compensation, and other 
expenses listed in Appendix K.  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.  

  




