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MEASURE'S PURPOSE:  SB 15 creates a Kentucky Senior Rx program, to be administered by the Department for Medicaid Services through a federal Medicaid waiver, for persons age sixty-five or older with incomes not exceeding 200% of the federal poverty level ($1,432 per month or $17,200 per year).  Coinsurance would apply to brand name (25% of the Medicaid rate) and generic (50% of the Medicaid rate) drugs.  Recipients would be responsible for the pharmacy dispensing fee at the Medicaid rate (currently $4.51 per prescription).  SB 15 also establishes an advisory commission to study the effects, and report to and advise the Governor and General Assembly, regarding the Kentucky Senior Rx Program.

PROVISION/MECHANICS: SB 15 creates new sections of KRS Chapter 205 to establish the Kentucky Senior Rx Program; directs the Cabinet for Health Services to apply for a federal prescription drug benefit Medicaid waiver to provide prescription drug coverage for persons age sixty-five or older who have an annual income that does not exceed 200% of the federal poverty level and meet various other qualifications; requires the Department for Medicaid Services to administer the Kentucky Senior Rx Program and to establish coinsurance amounts for brand name and generic drugs; requires the Department to maintain data to evaluate the cost-effectiveness of the program and to submit semiannual reports to the Governor, the General Assembly, and the Kentucky Service Rx Program Advisory Commission regarding the same; creates the Kentucky Senior Rx Program Advisory Commission to provide guidance to the Governor, the General Assembly, and the Department regarding the Kentucky Senior Rx Program; establishes membership, duties, and guidelines for the commission; requires the commission to submit an annual report to the Governor, the General Assembly, and the Department regarding changes to the administration, management, eligibility criteria, benefits, funding, or any other aspect of the program.

FISCAL EXPLANATION:  This fiscal impact is indeterminable due to the inability to accurately estimate the number of eligible persons who would elect to participate in the program, net costs of prescriptions, and costs of administering the program.  To the extent that the need for health services (i.e. Medicaid) are prevented or reduced, and premiums, co-payments, and eligible rebates are collected, the cost of the program would be reduced.  To the extent that new enrollees participate in the program, the cost to the Medicaid program would be increased.

Estimated Pharmacy Costs

Although this fiscal estimate is indeterminable, the following information is provided:

There are approximately 110,000 persons age 65 and older in Kentucky with incomes below 200% of the Federal Poverty Level ($1,432 per month or $17,200 per year) who are not institutionalized and have no prescription coverage.

The average cost of pharmacy for a non-institutionalized Medicaid recipient could range from $1,000 to $2,600 annually.  The current Medicaid dispensing fee is $4.51 per prescription.

Utilizing this information, the total cost of the Kentucky Senior Rx Program could range from $110 million to $286 million per year.  If the 25% and 50% coinsurance amounts are applied, the cost to the state could range from $82.5 million to $214.5 million (if 100% were brand name drugs) or $55 million to $143 million (if 100% were generic drugs).  Of these amounts, approximately 70% would be covered by Medicaid Federal Funds.  Therefore, the total actual cost to the state, in this hypothetical situation, would be $24,750,000 to $64,350,000 (if 100% were brand name drugs) or $16,500,000 to $42,900,000 (if 100% were generic drugs).  These projections assume that all eligible persons participate in this program.

The total cost of the Medicaid dispensing fee, or $4.51 per prescription, would be borne by the recipients.

Advisory Council

The Advisory Council would have a minimal cost of approximately $100 per non-state government person per meeting, or $500 per meeting or approximately $2,000 per year for travel related expenses.
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