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FISCAL SUMMARY
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MEASURE'S PURPOSE:  

HB 351 requires the Cabinet for Health Services to establish the Kentucky Rx Program for residents with family incomes equal to or less than 350% of the federal poverty level or families with unreimbursed prescription expenses which exceed 5% of family income or who’s unreimbursed medical expenses exceed 15% of family income.  The Kentucky Rx program would require pharmacies to offer drugs to participants at the Medicaid rate at first and, if supplemental rebates are obtained, grant this additional discount to participants which would be collected by the Cabinet and returned to pharmacies upon submission of a claim by the pharmacy.  In addition, HB 351 requires the Cabinet to compare the costs of drugs in the Kentucky Rx program to other payors and permits the Secretary to set maximum retail prices for all drugs if significant variances exist.

PROVISION/MECHANICS: 

HB 351 creates various sections of KRS Chapter 194A to define terms; establishes a Kentucky Rx Program for residents with family incomes equal to or less than 350% of the federal poverty level or families with medical expenses above a certain level; requires the Secretary of the Cabinet for Health Services to negotiate manufacturer rebates which shall be used to provide discount prescriptions and cover administrative costs of the program; requires retail pharmacies to initially charge qualified residents the Medicaid reimbursement rate for a covered drug; provides for larger discounts subsequent to the receipt of manufacturer rebates; requires public disclosure of the names of manufacturers who do not enter into a rebate agreement with the cabinet; creates the Kentucky Rx Program fund in the State Treasury; requires the cabinet to promulgate administrative regulations for the establishment of maximum retail prices; requires the secretary to compare the costs of drugs in the Kentucky Rx Program to other payors and permit the secretary to set maximum retail prices for drugs; and amends KRS 315.191 to require the Board of Pharmacy to promulgate administrative regulation to require retail pharmacies participating in the Kentucky Rx Program to disclose to the client the amount of saving realized as a result of the program.

FISCAL EXPLANATION:

This fiscal impact is indeterminable because the number of people who would participate in Kentucky Rx, the eligibility determination costs and claims processing costs are unknown.

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

The LRC Economists Office estimates that approximately 574,000 individuals and 358,500 families would qualify for this program.  Based on this number, 15 prescriptions per year per participant and the cost of $.34 per claim for processing and $16.64 per eligibility determination (average Medicaid costs), the administrative processing cost of this program could be $8.9 million if all eligibles participated (574,000 x 15 prescriptions x $.34 per claim + 378,500 x $16.64 per year)  The bill states that administrative costs would be covered by the supplemental rebates negotiated with drug manufacturers; however, the amount of rebates to be collected is unknown.

In addition, the Health and Family Services Cabinet estimates that at least two additional permanent full-time staff will be needed for this program, of which one would be a Pharmacist consultant.  Total estimated cost of two additional staff is $132,000.  Also, Medicaid Management Information System modifications would require additional funds.

The Cabinet further states that this program could impact the Medicaid drug fee schedule negatively or change the amount of Medicaid drug rebate received by the Cabinet.
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