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AN ACT relating to the Kentucky Senior Citizen Prescription Drug Assistance Act of 2002.

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

SECTION 1.   A NEW SECTION OF SUBTITLE 17B OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 3 of this Act:
(1)
"Department" means the Department of Insurance;

(2)
"Eligible consumer" means any full-time resident of Kentucky who:

(a)
Is age sixty-five (65) or older;

(b)
Is not enrolled or eligible for prescription drug coverage under Medicaid or any other health benefit plan as defined in KRS 304.17A-005 or provided under KRS Chapter 21, or who otherwise has prescription drug coverage under a Medicare supplement policy;

(c)
Is not incarcerated;

(d)
Meets the terms and conditions for participation established under Sections 1 and 2 of this Act;

(e)
Does not have an annual gross family income, including, but not limited to, income from investments, Social Security, or any retirement or annuity plan, over thirty thousand dollars ($30,000); and

(f)
Has been residing in Kentucky for at least one (1) year.

Notwithstanding the provisions of paragraphs (a), (e), and (f) of this subsection to the contrary, a widow or widower of an eligible consumer who turns age sixty-three (63) before the death of the eligible consumer shall be considered an eligible consumer;
(3)
"Eligible drug" means any prescription maintenance drug used to treat asthma, chronic obstructive pulmonary disease, high lipids, cardiovascular disease, high blood pressure, diabetes, or arthritis. The term includes insulin and syringes used for the treatment of diabetes, but does not include any other over-the-counter drug;

(4)
"Maintenance drug" means a prescription drug with at least two (2) claims for a thirty (30) day supply within the preceding four (4) month period, or at least one (1) claim for a sixty (60) day supply in the last six (6) months;

(5)
"Program" means the Kentucky Senior Citizen Prescription Drug Assistance Program established under Section 2 of this Act; and

(6)
"Third-party administrator" means the entity selected by the department under Section 3 of this Act to administer the program.

SECTION 2.   A NEW SECTION OF SUBTITLE 17B OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
(a)
The Kentucky Senior Citizen Prescription Drug Assistance Program is created for eligible consumers, shall be administered by the Department of Insurance with the services of a third-party administrator, and shall be implemented when sufficient funds become available to operate the program.

(b)
Any money that may be designated for or otherwise obtained by Kentucky from the federal government for a senior pharmaceutical assistance program or senior pharmaceutical insurance program of any kind shall be used to fund the Kentucky Senior Citizen Prescription Drug Assistance Program, unless superseded by federal requirements. The department shall promulgate any necessary administrative regulations in accordance with KRS Chapter 13A to comply with federal requirements for a senior pharmaceutical assistance program or senior pharmaceutical insurance program, which shall supersede any conflicting provisions of Sections 1 to 3 of this Act.
(c)
Any money received from a pharmaceutical rebate program that is not otherwise reimbursed to the federal government or designated for the federal match in the Medicaid program shall be designated to the Kentucky Senior Citizen Prescription Drug Assistance Program.

(d)
In addition to any other federal money designated for the Kentucky Senior Citizen Prescription Drug Assistance Program, the program also may receive funds through state appropriations, gifts, grants, and federal block grants.

(2)
The department shall promulgate administrative regulations in accordance with KRS Chapter 13A that are necessary to implement the program and that establish processes for income verification, open enrollment, application, premium collection, and claims submission, and that establish a process for consumer or health care provider appeals of adverse actions relating to eligibility, payment, or other matters relating to the program. The Revenue Cabinet shall cooperate with the department toward the development of an income verification process based upon the state income tax returns and other supporting documents filed by persons applying for the program. The Revenue Cabinet shall promulgate an administrative regulation in accordance with KRS Chapter 13A to carry out the provisions of the income verification process.

(3)
The program may be implemented with electronic or "Smart Card" technology to facilitate eligibility determination by the department and third-party administrator and participating pharmacists and other health care providers. This technology shall, to the extent feasible under existing funding:

(a)
Permit tracking of copayments;

(b)
Permit electronic benefits transfer between the program and the pharmacist; and

(c)
Be compatible with technology used for the federal food stamp program. The department shall work with other state agencies to determine the requirements for this technology in an effort to minimize duplication of cost at the retail or state level.
(4)
The program shall have an annual premium, based upon a sliding scale, to be paid by each eligible consumer as follows:
(a)
For an annual gross family income of twenty thousand dollars ($20,000) or less, one hundred fifty dollars ($150); and

(b)
For an annual gross family income of twenty thousand one dollars ($20,001) to and including thirty thousand dollars ($30,000), three hundred dollars ($300).

(5)
There shall be a copayment on each prescription filled or refilled that shall be paid by the eligible consumer for each eligible drug of twenty percent (20%), subject to a maximum copayment on each prescription filled or refilled of fifty dollars ($50), for each eligible drug covered by the program.
(6)
The department or third-party administrator shall provide to each eligible consumer pharmacy assistance through direct payment for the eligible drug to the dispensing pharmacy, or to the dispensing pharmacy or health care provider for the treatment of arthritis, or to the dispensing pharmacy or health care provider if provided for the treatment of cancer and if approved for the program under paragraph (b) of subsection (11) of this section, that filled the prescription for the eligible drug, or to the eligible consumer upon presentation of a verifiable receipt. Payment may be made for up to a sixty (60) day supply of the eligible drug. The reimbursement to the pharmacy shall be the lesser of the usual and customary fee charged by that pharmacy or the rate that has been negotiated by the third party administrator or pharmacy benefits manager, minus the copayment collected under subsection (5) of this section. The pharmacy shall retain the copayment.

(7)
The copayment established under this section shall be collected by the dispensing pharmacist prior to the dispensing of an eligible drug.

(8)
The department or third-party administrator shall market the program to inform potential eligible consumers about all aspects of the program.

(9)
Enrollment in the program shall be established during an annual thirty (30) day period of open enrollment, during which applications shall be accepted and eligibility shall be determined, except that any person who turns sixty-five (65) shall have six (6) months to enroll, and thereafter shall be required to enroll or reenroll only during the annual thirty (30) day period of open enrollment. The department shall close the open enrollment period if it determines that benefit payments under the program are projected to exceed the amounts appropriated for the program.

(10)
The department shall consult with the Department for Medicaid Services, other departments and offices within the Cabinet for Health Services, and other agencies within the Commonwealth for assistance with determining the most effective open enrollment and application processes and the best method to market the program to reach the populations that would benefit from the program.
(11)
Prior to September 1 of each even-numbered year, the department, upon review of data submitted by the third-party administrator, shall:

(a)
Project the expenditures of the program for the next biennium based upon eligibility criteria and covered benefits;

(b)
Make recommendations about adding, subject to budget limitations, disease categories for coverage of eligible drugs, raising or lowering premiums or copayments, or adjusting income and age eligibility criteria. The department shall give priority consideration to prescription drugs for the treatment of cancer in making these recommendations. Upon inclusion in the program of any prescription drug for the treatment of cancer, direct payment shall be made for the drug to the dispensing pharmacy or health care provider, or to the eligible consumer upon presentation of a verifiable receipt; and

(c)
Submit a report to the Governor and the Legislative Research Commission that summarizes consumer demographics, utilization of eligible drugs, the information contained in paragraphs (a) and (b) of this subsection, and other information as deemed necessary by the department or as requested by the Legislative Research Commission.

SECTION 3.   A NEW SECTION OF SUBTITLE 17B OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The department shall select a third-party administrator, through the state competitive bidding process, to administer the Kentucky Senior Citizen Prescription Drug Assistance Program. The third-party administrator shall be an administrator licensed by the department. The department shall consider criteria in selecting a third-party administrator that shall include, but not be limited to, the following:

(a)
A third-party administrator’s proven ability to demonstrate performance of the following: eligible consumer enrollment, eligibility determination, provider enrollment, drug utilization review, premium billing and collection, claims payment, and data reporting;

(b)
The total cost to administer the program;

(c)
A third-party administrator’s proven ability to demonstrate that the program shall be administered in a cost-efficient manner;

(d)
A third-party administrator’s proven ability to demonstrate experience in administering a prescription drug assistance program or other similar program for a minimum of a three (3) year period; and

(e)
A third-party administrator’s financial condition and stability.

(2)
The department may contract with the third-party administrator for a period of four (4) years with an option for a two (2) year extension as approved by the department on a year-by-year contract basis. At least one (1) year prior to the expiration of the third-party administrator’s contract, the department may solicit third-party administrators, including the current third-party administrator, to submit bids to serve as the third-party administrator for the succeeding four (4) year period.

(3)
In addition to any duties and obligations set forth in the contract with the third-party administrator, the third-party administrator shall:

(a)
Develop and establish policies and procedures, to the extent that these items are appropriate for the program and as determined by the department, for eligible consumer enrollment, eligibility determination, provider enrollment, pharmacy benefits management, drug utilization, premium billing and collection, data reporting, and other responsibilities determined by the department;

(b)
Develop and establish policies and procedures for paying the agent referral fee;

(c)
Develop and establish policies and procedures to ensure timely and efficient payment of claims to include, but not be limited to, the following:

1.
Develop and provide a claims billing manual to health care providers enrolled in the program that includes information relating to the proper billing of a claim and the types of claim forms to use; and

2.
Payment of all claims in accordance with the provisions of this chapter and the administrative regulations promulgated thereunder;

(d)
Submit reports to the department regarding the operation and financial condition of the program. The frequency, content, and form of the reports shall be determined by the department;

(e)
Submit an annual report to the department three (3) months after the end of each calendar year, or as requested by the department. The annual report shall include:

1.
Earned premiums;

2.
Administrative expenses;

3.
Incurred claims for the year;

4.
Paid claims for the year;

5.
Number of eligible consumers enrolled in the program by income category of eligibility; and

6.
Any other information requested by the department, and as necessary to enable the department to meet its obligations under subsection (11) of Section 2 of this Act; and

(f)
Be subject to examination by the department under Subtitles 2 and 3 of this chapter.

(4)
The third-party administrator shall be paid for necessary and reasonable expenses, as provided in the contract between the department and the third-party administrator.

(5)
The third-party administrator or department may contract with a pharmacy benefits manager to administer the pharmacy component of the program. The third party administrator or pharmacy benefits manager may negotiate discounts with pharmacies for eligible drugs.

Section 4.   Sections 1 to 3 of this Act shall be known as the Kentucky Senior Citizen Prescription Drug Assistance Act of 2002.

Page 1 of 8
BR017000.100-170



