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MEASURE'S PURPOSE:  

HB 351/HCS requires the Cabinet for Health Services to establish the Kentucky Rx refundable tax credit for residents with family incomes equal to or less than 350% of the federal poverty level and who do not have a prescription drug benefit plan.  The Kentucky Rx refundable tax credit would require the Secretary to negotiate rebates from drug manufacturers equal to or greater than drug rebates in the Medicaid program or for drugs provided to the federal government.  Requires that the names of any drug manufacturers who do not enter into rebate agreements shall be public information.  Requires the establishment of a Kentucky Rx refundable tax credit fund in the State Treasury to receive drug manufacturer rebates to be used for program administrative costs and rebates to program participants.  HB 351/HCS further requires the State Treasurer, by August 1, 2005 and each August 1 thereafter, to determine the amount of refundable tax credit based on the amount of funds in the Ky Rx tax credit fund.  Allows program participants with out-of-pocket drug expenses to claim the tax credit not to exceed out-of-pocket drug costs.  Requires the Finance and Administration Cabinet to give notification of the amount of tax credits in order to transfer this amount from the Ky Rx refundable tax credit fund to the General Fund.

PROVISION/MECHANICS: 

HB 351/HCS creates various sections of KRS Chapter 194A to define terms; establishes a Kentucky Rx refundable tax credit fund for residents with family incomes equal to or less than 350% of the federal poverty level; requires the Secretary of the Cabinet for Health Services to negotiate manufacturer rebates which shall be used to provide tax credits to program participants; requires public disclosure of the names of manufacturers who do not enter into a rebate agreement with the cabinet; creates the Kentucky Rx refundable tax credit fund in the State Treasury; requires the State Treasurer, by August 1, 2005 and each August 1 thereafter, to determine the amount of refundable tax credit based on the amount of funds in the Ky Rx tax credit fund.  Allows program participants with out-of-pocket drug expenses to claim the tax credit not to exceed out-of-pocket drug costs.  Requires the Finance and Administration Cabinet to give notification of the amount of tax credits in order to transfer this amount from the Ky Rx refundable tax credit fund to the General Fund

FISCAL EXPLANATION:

The amount of tax credit would be based on the amount of funds in the Ky Rx refundable tax credit fund, which would also be utilized to cover any administrative costs of the program.

The LRC Economists Office estimates that approximately 574,000 individuals and 358,500 families would qualify for this program based on income and not having health insurance.  Administrative costs associated with this program would consist of negotiating for drug rebates, and processing tax credits/returns.  Eligibility would be determined at the time of tax preparation.

Per the Governor's Office of Technology, the cost estimate to add a prescription drug credit to the Individual Income Tax System and the Journal Voucher System is $321,750.00, (5362.50 X $60). This includes modifying the pay code from 1 to 2 positions, adding a new number of dependents field and a prescription drug credit dollar amount field. It will involve increasing the length of two databases and adding a new segment to one database, adjusting the file length of several sequential files, altering various screen layouts, assigning a new pay code and revising a number of reports. The new pay code for the prescription drug credit will allow the total dollar amount of credit given to taxpayers to be accumulated nightly, monthly and on an annual basis.  This fiscal impact assumes that the cost of updating computer technology to meet the requirements of the bill will be covered by collected rebates.  GOT states that this is a preliminary estimate and may change with additional analysis.

The Health and Family Services Cabinet (HFSC) states that this program could change the amount of Medicaid drug rebate received by the Cabinet.  HFSC further states that the mandate that the Cabinet apply for a federal waiver could result in losing the Medicaid match for pharmacy due to the Centers for Medicaid and Medicare Services (CMS) not allowing any waivers for these types of State Plan amendments for over 200% of the federal poverty level (FPL).  Medicaid pharmacy currently costs approximately $750 million ($225 million state funds).
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