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AN ACT relating to prescription drugs for seniors and Medicare beneficiaries and making an appropriation therefor.

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

SECTION 1.   A NEW SECTION OF KRS 205.510 TO 205.645 IS CREATED TO READ AS FOLLOWS:

The Department for Medicaid Services shall apply to and negotiate with the Centers for Medicare and Medicaid Services for a waiver to provide outpatient prescription drug coverage for individuals who:
(1)
Are sixty-five (65) years of age or older or are receiving Medicare;
(2)
Are residents of Kentucky;
(3)
Have not been covered by health insurance that includes a prescription drug benefit for at least six (6) months immediately preceding their application for enrollment in the Kentucky Prescription Drug Program for Seniors and Medicare Beneficiaries; and
(4)
Have an annual household income at or below two hundred percent (200%) of the federal poverty level.
SECTION 2.   A NEW SECTION OF KRS 205.510 TO 205.645 IS CREATED TO READ AS FOLLOWS:

(1)
If the federal Medicaid waiver applied for under Section 1 of this Act is approved, the Kentucky Prescription Drug Program for Seniors and Medicare Beneficiaries shall be created when state matching funds are available at the regular state match rate or when the Federal Centers for Medicare and Medicaid Services provides an enhanced federal matching rate for low-income Medicare beneficiaries.

(2)
Enrollment in the program shall be phased into operation as follows:

(a)
Qualified Medicare Beneficiaries shall be enrolled upon approval by the federal Centers for Medicare and Medicaid Services and availability of state matching funds;

(b)
Specified Low-Income Medicare Beneficiaries shall be enrolled during the second fiscal year that the program is in operation, or as funds become available, whichever occurs first; and

(c)
Individuals with incomes up to two hundred percent (200%) of the federal poverty level shall be enrolled in the order of the following increments, as state matching funds are available:

1.
Individuals with incomes at or below the federal poverty level;

2.
Individuals with incomes at or less than one hundred twenty percent (120%) of the federal poverty level;

3.
Individuals with incomes at or below one hundred fifty percent (150%) of the federal poverty level; and

4.
Individuals with incomes at or below two hundred percent (200%) of the federal poverty level.
(3)
The program shall include the following cost-sharing components:

(a)
Annual enrollment fee of five dollars ($5) for participants with a household income at or below the federal poverty level;

(b)
Annual enrollment fee of twenty-five dollars ($25) for participants with a household income greater than the federal poverty level;

(c)
Copayments equal to one dollar ($1) for generic drugs and five ($5) for brand name drugs for participants with incomes greater than the federal poverty level, until the accumulated total paid by the program reaches a threshold of one thousand seven hundred fifty dollars ($1,750) and twenty percent (20%) of Medicaid's cost of the drug thereafter; and

(d)
Copayments, in addition to cost-sharing requirements under paragraph (c) of this subsection, that are equal to the difference between the cost of a generic and brand name drug, if a generic drug is available and the participant prefers the brand name, unless the drug is a federally defined narrow therapeutic index drug and substitution is not permitted because the physician has indicated "brand medically necessary"; 

(4)
The department shall include in the waiver application a request for flexibility to modify the copayment to an upper limit of ten dollars ($10) and to lower the threshold to one thousand dollars ($1,000) in total accumulated department expenditures for a participant prior to requiring a copayment of twenty percent (20%).

(5)
The waiver application shall include an option to limit the number of participants to ensure that the accumulated state expenditures for the program do not exceed the funds available for the state match. 

(6)
If the federal Centers for Medicare and Medicaid Services does not agree with the cost sharing provisions of subsection (3) of this section or the provisions to phase in the program under subsection (2) of this section, the cabinet shall negotiate those terms with the Centers for Medicare and Medicaid Services.

(7)
The cabinet shall market the program to inform potential eligible seniors and Medicare beneficiaries about the program's existence, eligibility guidelines, application process, and cost sharing features.

(8)
Prior to September 1, 2003, the cabinet shall submit the following reports to the Legislative Research Commission:

(a)
Projections of the utilization and expenditures for the program for fiscal years 2004-2006; and

(b)
A report summarizing consumer demographics and utilization review results, and any other information deemed necessary by the cabinet or requested by the Legislative Research Commission.
SECTION 3.   A NEW SECTION OF KRS 205.510 TO 205.645 IS CREATED TO READ AS FOLLOWS:

(1)
There is established and created in the State Treasury an agency account and trust fund entitled Kentucky prescription drug fund for seniors and Medicare beneficiaries. The fund may receive funds including grants, gift, enrollment fees, and copayments collected under the Kentucky Prescription Drug Program for Seniors and Medicare Beneficiaries created in Section 2 of this Act.
(2)
Moneys deposited in the Kentucky Prescription Drug Fund for Seniors and Medicare Beneficiaries shall be used solely to provide prescription drug coverage for individuals participating in the Kentucky Prescription Drug Program for Seniors and Medicare Beneficiaries, except that any funds not expended at the end of each fiscal year may be used to expand community based services for seniors.

Section 4.   The General Assembly finds and declares that:

(1)
Prescriptions drug expenditures increased by 17% during 1999 and are expected to continue to increase at 15-18% annually;

(2)
Americans ages 65 and older pay an average of $1,205 a year for prescription medications, up from $559 in 1992;

(3)
The average cost per prescription for the elderly grew from $28.50 in 1992 to $42.30 in 2000, an increase of 48 percent;

(4)
One in four Medicare beneficiaries do not have prescription drug coverage;

(5)
Most Medicare beneficiaries use pharmaceuticals on a regular basis, filling about 22 prescriptions on average in 1998;

(6)
Medicare beneficiaries without drug coverage average about eight fewer prescriptions per year than those with coverage;

(7)
Individuals without prescription drug coverage typically pay an average of six times more for their generic medications, and three times as much for brand name medications;

(8)
Prescription drugs positively affect health outcomes and result in decreased utilization of other more expensive health services, including emergency room utilization and hospitalization; 

(9)
Many seniors must make choices between proper nutrition and the prescriptions that they need; and

(10)
It is in the interest of the seniors of Kentucky to identify strategies to improve access to prescription drug coverage.

Section 5.   The Legislative Research Commission is directed to establish a fourteen-member task force to complete a study to identify strategies to create and fund a prescription drug program for seniors. The study shall include but not be limited to the following:

(1)
Analysis of senior drug programs in other states;

(2)
Identification of federal and state funding streams for prescription drug coverage for seniors;

(3)
Description of the Medicaid waiver process for prescription drug coverage for seniors;

(4)
Analysis of state waiver programs for prescription drug coverage for seniors;

(5)
Analysis of President Bush's proposals to provide prescription drug coverage for seniors;

(6)
Analysis of prescription drug patient assistance programs offered by drug manufacturers; and

(7)
Analysis of strategies to coordinate various funding sources to provide prescriptions drug coverage for seniors.

Section 6.   The task force shall consist of the following members:

(1)
Two members of the Senate appointed by the President of the Senate, with one member being from the majority party and one member being from the minority party;

(2)
Two members of the House of Representatives appointed by the Speaker of the House of Representatives, with one member being from the majority party and one member being from the minority party;

(3)
The secretary of the Cabinet for Health Services;

(4)
The commissioner of the Department for Medicaid Services;

(5)
The chair of the Special Advisory Commission of Senior Citizens; 

(6)
The executive director or designee of the American Association of Retired Persons, Kentucky State Office;

(7)
The executive director or designee of the Office of Aging Services; and

(8)
Five members appointed by the Legislative Research Commission, with one member representing each of the following interests:

(a)
A pharmacist;

(b)
A physician;

(c)
A pharmaceutical manufacturer;

(d)
A rural health care provider or health care advocate; and

(e)
A representative of the Kentucky Association of Gerontology.

The President of the Senate shall appoint a co-chair from among the Senate members, and the Speaker of the House of Representatives shall appoint a co-chair from among the House of Representatives members.

Section 7.   The task force shall submit a final report of its finding and recommendations to the Legislative Research Commission, the Interim Joint Committee on Health and Welfare, and the Interim Joint Committee on Banking and Insurance no later than November 30, 2002.

Section 8.   Provisions of Sections 4 to 7 of this Act notwithstanding, the Legislative Research Commission shall have the authority to alternatively assign the issues identified herein to an interim joint committee or subcommittee thereof, and to designate a study completion date.

Section 9.   There is appropriated $25,000,000 for fiscal year 2002-2003 and $25,000,000 for fiscal year 2003-2004 from any funds collected from video lottery terminals authorized in any legislation in this 2002 Regular Session to fund the Kentucky Prescription Drug Program for Seniors and Medicare Beneficiaries created in Section 2 of this Act.

Section 10.   If the federal government creates a prescription drug program for Medicare beneficiaries, individuals eligible under that program shall be ineligible for the Kentucky Prescription Drug Program for Seniors and Medicare Beneficiaries.

Section 11.   Funds appropriated under Section 9 of this Act that are not expended on the Kentucky Prescription Drug Program for Seniors and Medicare Beneficiaries shall be used to expand community based services for seniors.
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