
LRB-4083
02/08/2000  12:01:46  PM
Page 1

1999 DRAFTING REQUEST

Bill

Received: 12/14/1999

Wanted: As time permits

For: Gregory Huber (608) 266-0654

This file may be shown to any legislator: NO

May Contact: Senator Decker

Subject: Health - miscellaneous
Health - long-term care

Received By: kenneda

Identical to LRB:

By/Representing: Mark (aide)

Drafter: kenneda

Alt. Drafters:

Extra Copies: ISR

Pre Topic:

No specific pre topic given

Topic:

Prescription drug program for eldely persons

Instructions:

See Attached

Drafting History:

VersA Drafted Reviewed

I? kenneda
0 l/2 l/2000

/1

I2 kenneda
02/o l/2000

I3 kenneda
02/04/2000

Typed Proofed

wj ackson
0 l/24/2000

jfrantze
01/24/2000

wjackson jfrantze
02/02/2000 02/02/2000

wjackson
02/04/2000

martykr
02/07/2000

Submitted Jacketed Required

S&L

lrb-docadmin
0 l/24/2000

S&L

lrb-docadmin
02/02/2000

S&L

lrb-docadmin lrb-docadmin
02/07/2000 02/08/2000



02/08/2000  12:01:46  PM
Page 2

FE Sent For:

LRB-4083

<END>



LRB-4083
02/07/2000  07:58:14  Ah4
Page 1

1999 DRAFTING REQUEST

Bill

Received: X2/14/  1999 Received By: kenneda

Wanted: As time permits Identical to LRB:

For: Gregory Huber (608) 266-0654 By/Representing: Mark (aide)

This file may be shown to any legislator: NO Drafter: kenneda

May Contact: Senator Decker Ah. Drafters:

Subject: Health - miscellaneous
Health - long-term care

Extra Copies: ISR

Pre Topic:

No specific pre topic given

Topic:

Prescription drug program for eldely persons

Instructions:

See Attached

Drafting History:

Vers. Drafted Reviewed

I? kenneda wjackson
01/21/2000  01/24/2000

I1

I2 kenneda wjackson
02/o l/2000 02/02/2000

I3 kenneda wjackson
02/04/2000  02/04/2000

Typed Proofed Submitted

jfrantze
0 l/24/2000

jfrantze
02/02/2000

martykr
02/07/2000

lrb-docadmin
0 l/24/2000

lrb-docadmin
02/02/2000

lrb-docadmin
02/07/2000

Jacketed Reauired

S&L

S&L

S&L



V’
02lOU2000  01:22:24  PM
Page 1

LRB-4083

1999 DRAFTING REQUEST

Bill

Received: 12/14/1999

Wanted: As time permits

For: Gregory Huber (608) 266-0654

This file may be shown to any legislator: NO

May Contact: Senator Decker

Subject: Health - miscellaneous
Health - long-term care

Received By: kenneda

Identical to LRB:

By/Representing: Mark (aide)

Drafter: kenneda

Alt. Drafters:

Extra Copies: ISR

Pre Topic:

No specific pre topic given

Topic:

Prescription drug program for eldely persons

Instructions:

See Attached

Drafting History:

Vers. Drafted Reviewed

I? kenneda wj ackson
01/21/2000  01/24/2000

/l

Typed Proofed

jfrantze
0 l/24/2000

I2 kenneda wj ackson jfrantze
02/o l/2000 02/02/2000 02/02/2000

FE Sent For:

Submitted Jacketed Reauired

S&L

lrb-docadmin
0 l/24/2000

S&L

lrb-docadmin
02/02/2000

<END>



J 01/24/2000  05:20:24  PM
Page 1

1999 DRAFTING REQUEST

Bill

Received: 1211411999

Wanted: As time permits

For: Gregory Huber (608) 266-0654

Received By: kenneda

Identical to LRB:

LRB-4083

By/Representing: Mark (aide)

This file may be shown to any legislator: NO Drafter: kenneda

May Contact: Senator Decker Ah. Drafters:

Subject: Health - miscellaneous
Health - long-term care

Extra Copies: ISR

Pre Topic:

No specific pre topic given

Topic:

Prescription drug program for eldely persons

Instructions:

See Attached

Drafting History:

Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Reauired

/? kenneda wjackson
01/21/2000  01/24/2000

S&L

/l /Z I$J 212 jfrantze h-b-docadmin
0 l/24/2000 [ 0 l/24/2000

FE Sent For: ,



qP
12/14/1999 02:49:38 PM

.Vi ~4%’ P&e 1
.

LRB-4083

1999 DRAFTING REQUEST

Bill

Received: 12/14/1999 Received By: kenneda

Wanted: As time permits

For: Gregory Huber (608) 266-0654

Identical to LRB:

By/Representing: Mark (aide)

This file may be shown to any legislator: NO Drafter: kenneda

May Contact: Senator Decker Ah. Drafters:

Subject: Health - miscellaneous
Heaith - long-term care

Extra Copies: ISR

Bre Topic:

No specific pre topic given

Topic:

Prescription drug program for eldely persons

Instructions:

See Attached

Drafting History:

Vers.

I?

Drafted Reviewed Tvned Proofed Submitted

kenneda /i di-j ‘rd~$y

Jacketed Required

FE Sent For:
<END>



r,w- y - LEGISLATIVE REFERENCE BUREAU BILL REQUEST FORM,
Legal Section, 9 Floor, 100 N. Hamilton St.
(SOS) 266-3561

Use of this form is optional. It is often helpful to talk directly with the LRB attorney who will draft the bill.
Use this form only for BILL drafts. Attach more pages if necessary.

r

Date of request: Legislator or agency requesting this draft:
12/13/99 Reuresentative Huber

Name/phone number of person submitting request:
Mark 6-0654

Persons to contact for questions about this draft
(names and phone numbers please):

Mark, Representative Huber’s office, 6-0654
Describe the problem, including any helpful
examples. How do you want to solve the
problem?

Prescription drugs costs can be exorbitant for the elderly on fixed incomes. I propose a
new state program to help certain seniors pay for certain prescription drugs.

Program features:
1) $25200 annual enrollment fee based upon income
2) covers 50% of the medicaid cost of certain drugs
3) covers drugs for chronic medical conditions such as heart disease, high blood

pressure, diabetes, arthritis, etc.
4) eligibility - 65 or older, not on medicaid, making less that $14k single or $20k

married
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There are a number of programs for Maine residents to provide prescription medications. This memo

From
To:
Date:
Re:

Jane Orbeton
Members, Health and Human Services Committee
October 7, 1999
Prescription Drug Programs

Maine State Legislature

OFFICE OF POLICY AND LZWAL ANALYSXS

13 State House Statton, Augusta, Maine 04333-00 13
Telephone: (207) 287- 1670

Fax: (207) 287-  1275

hIEMORANDUk1

will provide an overview of the different programs, Please look under each program for implementation
dates as they are not all operating at this time or they may change fairly soon.

1. hledicaid, 22 hIRSA 93174-G,  subsection 1
The kledicaid program is the largest payor for prescription medication, also for hospitalization and care
by physicians and other providers. To qualify for Medicaid, a person must meet income criteria and be a
member of a category covered by Medicaid, referred to as being “categorically eligible.” In Maine
Medicaid categories include:

a. children up to age 12 months and pregnant women - both at family income levels up to 185%
of the federal poverty level (fpl) ;
b. the elderiy and the disabled - both at family incomes up to 100% fpl; and
c. children ages one thru I8 - at family incomes up to 150% fpl.

The income limits have some flexibility for people who have high medical expenses, this being “spend .
down” eligibility. There are no co-pays for children. Adults may have a co-pay of $2 on some services.
Co-pays are very limited by the federal government.

2. Cub Care, 22 MRSA 93174-T
Up until October I, 1999, the Cub Care program provides health coverage for children ages one year
through 19, at family incomes up to lSS% of the federal poverty level. Beginning October 1, 1999 the
income limit increases to 200% fpl. This is being done under the Commissioner’s powers under 22
MRSA 53 174-T, subsection 2, paragraph A, to increase or decrease the income limit to maximize
coverage within the funding limits of the program. It is anticipated that the increased coverage will be
provided within the original Cub Care state and federal budget amounts during FY 99-2000.

Beginning July I, 2000 the income limit is raised to 200% fpl by statute, PL 1999, Chapter 401, Part QQ
(pg 241). and additional fundine  of 5166.796 is provided from the Fund for a Healthy Maine (the
national tobacco settlement money) for the cost of benefits. Also allocated from the Fund for a Healthy
Maine during FY 2000-01 is $29,537 for a staff person in DHS for Cub Care. Matching federal funds
were allocated for both accounts.

Children age birth thru age 12 months are covered under the Medicaid program, because persons eligible
for Medicaid are required by federal law to be covered under that program. This creates a bit of a gap
between the pregnant women and children to age 12 months, with incomes to 185% fpl. who are on
Medicaid and the Cub Care kids at 200% fpl. DHS is considering the challenge presented by this
disparity at this time.

David E. Boulter. Director
Offices Located in the State House, Rooms 101/107/135
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The Cub Care program provides full health care benefits, including prescription medicines and supplies,
exactly the same as the Medicaid program. There are no co-pays. .

Families are required to pay contributions for coverage (premiums), depending on family income,
calculated at 5% of benefit cost for families at 150-1609  fpl, 10% of benefit cost for families at 160-
170% fpl, and 15% of benefit cost for families at 170-I 85% fpl. There is a maximum (the base times 2)
in each category of income. My understanding is that the benefit cost is an average for the program,
perhaps around S I200 per year per child.

There is no statutory premium figure for children I85 to 200% fpl. My understanding is that.DHS  will
charge them the same as children with family incomes I70- 185% fpl.

3. Elderly Low-Cost Drug Program, 22 MRSA 53174-G, subsection 3. (from years ago, this year
amended by I$617,  PL 1999, chapter 401, Part KKK, as further amended by LD 2255, PL 1999,
chapter 531, Part F)

a. The basic component
The Elderly Low-Cost Drug Program provides assistance with payment for prescription medicines for rk k”‘-‘c ‘:’
adults ages 62 and over and disabled adults for certain specified chronic medical conditions. The Ptm 9

conditions covered include cardiac and high blood pressure, diabetes, arthritis, anticoagulation, , <><’  (1
hyperlipidemia, osteoporosis, chronic obstructive pulmonary disease and asthma, incontinence, thyroid
diseases

,;< 1 -I,,J ;, ic s
, glaucoma, Parkinson’s disease, multiple sclerosis and amytrophic lateral sclerosis (Lou

Gehrig’s disease).

Beginning August I, 1999, the current ELCDP is revamped to up the income level and designate it as the
basic component of the ELCDP. The income level for the ELCDP will increase from roughly 13 I % of
the federal poverty level to 185%. Until August I, 1999, the income level was determined by reference
to the circuit breaker program and was not expressed as a percentage of fpl. Persons who pay more than
40% of their income for unreimbursed prescription drugs are eligible up to an additional 2.5% of the
applicable income levels. The co-pay is $2 or 20%. whichever is greater.

S I ,092,OOO  was appropriated for FY 99-2000 for increased funding for the basic component of the
ELCDP. The budget blippie  notes;hat this is appropriated on a one-time basis.

b. The supplemental component
Beginning August I, 1999 the “supplemental component of the program” comes into effect. The
supplemental component of the program will cover all prescription drugs and medications provided under
the Medicaid program. Under the supplemental component of the program participating manufacturers
will discount their drug prices by the same amount as the Medicaid discount.

DHS will pay $3 toward the cost of the prescription. The consumer will pay the remainder. The effect
of the DHS $2 co-pay and the Medicaid level discount will be a discount to the consumer of about 20%
off current prices paid by those without drug coverage.

No funds were allocated or appropriated for the supplemental component of the program. It is intended
to be self-sufficient, operating on the discounts and $2 DHS co-pay.



Making Medicines Affordable
A number of states have for years helped older

Americans buy needed prescription drugs.

By Richard Cauchl

W en Margaret Gallagher, 77, goes to the drug store each month, help from its program, wl@h marks its 25th year ln 1999. The Michl-
she makes a choke-to buy her cardiac medicine or her anti- gan Emergency Pharmaceutical Program, founded in 1988, serves

arthritis drugs. Her doctor used to help by providing no-cost samples, 31,000 residents.
but they are no longer available. Three states use earmarked funds: tiassachus@ts  uses a portion of a

Margaret’s stoais repeated daily in
communities across *e nation. Prescrlp
tion drugs make up only 11 percent of the
total of all health care costs, but that sta- estate
tistlc Is no comfort to m&y patients.
There are several real-life obstacles. First,
Medicare and some private health insur-
ance plans do not cover prescription
drugs. Second, health plans that do cover
drugs often have restrictive formularl~, or
lists that exclude coverage for a particular
drug. Third, spendlng for prescriptions
was increasing an average of 16 percent in
1999, significantly higher thaq other
major medical expenses.

It is no surprise that President Clinton
and some members of Congress are calling
for federal dNg benefits. Yet senior phar-
macy assistance programs have been in

Wv+t!cyt
Delavqre
Lll@$s
Maine

Vary&-J
Massachusetts

hylllan
Mpesota
Mvadp
New lvw
P-Y@
North Carolina

Pevvkpia
Rhpde lslqnd

WftWnt
place in several states for as long as 25
years--quietly but effectively filling a crlt-
ical gap for moderate-income seniors arid
others. Using creative combinations of
state funds and public-private partner-
ships,  these programs now are pointing
the way for other states, as well as for fed-
eral policymakers.
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As of mid-1999, 16 states had created pharmacy assistance pro-
grams with several common features. Eligibility is based on annual
income limits (typically between $14,000 and $19,000 for a single
person); the minimum age often is 65 (eight states include special
coverage for adults under 65 with disabilities). The programs vary sig-
nificantly in overall size. In New Jersey, some 206,000 people received

Richard Cauchi  is a policy specialist with NC!% Health Care Progrum in &nw.

25-tent a pack dgarette tax; New Jersey ear-
marks casino revenues; Pennsylvanla uses
lottery proceeds. Several others depend on
special trust funds. To avojd runaway state
costs, most programs have some form of llm-
itations or cost sharing:
?) Connecticut has a $12 copayment per pre-
scription.
+ Illinois requires the first $15 per month be
paid by the patient
+ Maryland covers only chrorik mainte-
nance and anti-infection drugs.
+ Massachusetts has a $15 annual enroll-
ment fee and a maximum annual benefit of
$750.
l Minnesota’s partitipants  must meet a $300
annual deductible.

Unlike Medicaid, post st’ate programq  are
.not entitlements. For example, Minnesota’s
1999 law states “new enrollment shall cease
if costs of the program . . . will exceed appro-
priated funds.” In a bid for federal involve-
ment, that same law specifies, “This section
shall be repealed upon federal approval of
the waiver to allow the Friesota] Commis-
sioner to provide prescription drug coverage
for qualified Medicare beneficiaries. . ..”

Connecticut appropriated $29 mlllion for N 1999 to serve about
37,700 residents, an average cost of $775 per recipient.

The Maine Legislature significantly expanded its program this year,
raising allowable income levels and expanding the list of +ugs cov-
ered.

Senator Judy Paradis is co-chair of the Maine Health and Human
Services Committee and lead sponsor of the 1999 expansion. “It’s a no
brainer,” she explained. “By providing a drug program that is very



inexpensive per person, we are able to maintain people
in their own homes and not use
high-cost acute care hospitals or
long-term care. People had been dis-
couraged because our program
income limits had been very low,
but now thousands of additional
elders are eligible.”

Senator
Next year, Maine legislators plan to

ludy  Paradis designate tobacco settlement money
Maine to pay for a huther  expansion.

Missouri used a different approach, establishing a
state income tax credit up to $750 per year for pharma-
ceutical costs incurred by qualified seniors and disabled
veterans.

The American Association of Retired Persons (AARP)
views these programs as helpful. “State officials recog-
nize that many people who are not eligible for Medicaid

i have severe problems paying for prescriptions. Many
older Americans are endangering their health because
they cannot afford their drugs, or they are forced to
choose between crucial drugs and the other necessities
of life,” notes David Gross of AARP’s  Public Policy Insti-
tute.

The pharmaceutical industry has mixed views on
state-run programs. Individual drug manufacturers
donated $500 million worth of pharmaceuticals
through doctors in 1998, but there is little coordina-
tion of distribution and no guarantee that a specific
product is available. The industry supports low-income

t assistance programs, but opposes broad legislation that
mandates price discounts or lower reimbursement
rates.

Whether Congress decides to expand Medicare to
cover prescription drugs or not, states are likely to
remain actively involved in pharmacy assistance.

For more details on these laws and programs, visit
the NCSL Web page at: www.ncsl.org/programs/  health/
drugaid.htm #E

CALIFORNIA SENIORS TO GET
MEDICATION DISCOUNTS

C alifornia took a new approach in October to help older residents buy
medications. Senate Bill 393 requires that pharmacies participating in

the Medicaid program (Medi-Cal) also offer a discount price to all Medicare
beneficiaries. The price “shall not exceed the Medi-Cal reimbursement rate
for prescription medicines” plus a small processing cost.

The law is aimed at those over age 65, who make up
12 percent of the state’s population, but use 33 percent
of the drugs sold, according to its lead sponsor Senator
Jackie Speier.

“Retail prices for seniors without drug coverage are far
more, often double, than the prices that drug compa-
nies charge their most favored customers, such as gov-
ernment agencies and HMOs,”  she says. “On average,
the savings to seniors would be 20 percent to 40 per-

Senator
Jackie Speier

California
cent. What makes this law unique is its simplicity and
lack of complicated bureaucracy. There is no means test-you show your card
and get a discount.”

Unlike other states’ subsidy programs, there is no direct cost to the tax-
payers; the California Department of Health Services simply is required “to
transmit the price to the pharmacy.” The law does not alter other aspects of
the federally regulated Medicare program.

Interestingly, the California Pharmacists Association, which remained neutral
as the bill worked its way through the Legislature, commended Senator Speier
after the law was signed. Carlo Michelotti, the association’s chief executive offi-
cer, said the law “will level the playing field for Medicare patients’ medication
costs and ensure continuity of care by encouraging seniors to use community
pharmacies” instead of mail-order pharmacies. However, there still is concern
that pharmacies in some areas could withdraw from serving Medicaid.

The California law will go into effect next month and will expire in three
years unless it is extended.

Far details on other state actions on pharmaceuticals, cull Richard Couchi  at
NCSL, (303) 830-2200.

I1
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Legislative Fiscal Bureau
One  East  Main, Suite 301 -Madison. WI 53703 l (608) 266-3847 l Fas (608) 267-6873

January IS,2000

TO:

FROM:

Senator Russell Decker
Representative Gregory Huber

Charles Morgan, Program Supervisor

SUBJECT’: prescription Drug Coverage Proposal for Medicare Recipients

In response to your request, this memorandum provides information on a proposal that would
reduce the costs of prescription drugs for some Medicare ncipients in Wisconsin. This
memorandum also provides information on the current costs and utilization of drugs by this
population.

Background

Medicare does not currtmtly provide coverage for outpatient prescription drugs. However,
some Medicare beneficiaries obtain coverage for prescription drugs through several options. which
are desctibed below.

Medigop Policies. Some Medicare beneficiaries purchase limited supplemental drug
coverage through “Medigap” policies. The Of&x of the Commissioner of Insurance (OCI)
establishes, by rule, and, in conformance with fedeM requirements, minimum coverage
requirements for basic Medicare supplement coverage, additional coverage provided under separate
riders and “high deductible drug plans.” First, every basic Medicare supplemental policy must
provide coverage for at leaat 80% of the charges for outpatient prescription drugs after the
beneficiary pays a deductible of up to 56,250 in any calendar year. Thus, every Medigap policy
provides coverage for individuals with very high drug expenses, but only after the $6,250
deductible is met. These minimum covemge requirements apply to Medigap policies issued on or
a&r September 1.1994. p

Second. any outpatient prescription drug rider on a Medigap policy must cover at least 50%
of the charges for outpatient prescription drugs after the beneficiary pays a deductible of up to $250
per calendar year, to a maxi

“8a,
of at least $3,000 in benefits for the insund per year. However,
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few Medigap policies available in Wisconsin offer a prescription drug rider. As of July 1, 1999,
one of 27 individual Medigap politics and one of five group Mcdigap politics that were availahle
to Wisconsin residents offered a Medigap rid& The annual cost of the rider for these two policies
ranged from $557 for a female between the ages of 65 and 69, to $ I .243 for a male over the age of
80. Because thcsc policies cequirc bcneficiarics to share, to a large extent. in the cost of the benefit
with high premium costs and significant deductibles and cost sharing, they are not attractive to
beneficiaries with average drug expenses. Funher, such policies may he subject adverse selection,
which may be reflected in the premiums assessed for such plans. Finally, while elderly Medicare
beneficiaries are guaranteed a six-month open enrollment p&xi when they first enroll in Medicare
Part B &cr they attain the age of 65. a&r that fust open enrollment period, insurers can refuse to
issue Medigap policies ‘on the basis of age or health status and can impose preexisting condition
exclusion period or refke to cover certain conditions at all.

Third, any Medicare supplement “high deductible drug plan” must pay 100% of specified
benefits, including the minimum benefit provided under any prescription drug rider. In 1999, the
deductible for the “high deductible drug plan” was established by rule at $1,500, which will
increase arinually to reflect changes in the consumer price index. OCI is currently reviewing a
policy for the “high deductible drug plan” that Guaranteed Trust Life has submitted for t&e agency’s
approval. If approved, this would be the only “high deductible bug plan” policy available to
Wisconsin residents.

Medicare + Choice Oprions. Medicarc rccipicnts can enroll in a variery of Medicare+Choice
options, which offer Medic+re-covered  services through managed care systems. Some of these
plans off&r reduced copayments and benefits, such as coverage for prestription drugs, which are not
available to other Medicare beneficiaries.

Retiree Md Vererum B&efits. In addition to purchasing Medigap supplement policies,
Medicare beneficiaries  may have coverage for prescription drugs as pact of the health care benefits a
miree may nceive tin71 a fo

%

, employer. Some bcneficiarics with a military service connection
receive coverage through pro admi+cred by the U.S. Department of Veterans Affairs or
Department of Defense. MO+ iMedicare beneficiaries who have bug coverage have coverage
through employer-sponsored plans.

Medic&  “Duel Eligibles.‘” Certain low-income Medicare beneficiaries have coverage for
prescription  drugs because they also quali@ for Medicaid, which off&s acomprehensive phamacy
benefit. As of December, 1999, approximately 63,700 of 438,700 Wisconsin MA recipients were
65 years of age or older. However, not all of these MA recipients have prescription drug coverage,
because the nurn& includes “qualified Medicare beneficiaries” and “special low-income Medicare
beneficiaries,” for whom the state pays certain Medicam premiums, coins-cc and deductibles.
After subtracting the number of individuals in these groups (4,500), it is cstimatcd that
appmximatcly 59,200 Wisconsin tideats over the age of 63 cuncntly have MA coverage for
prescription drug.
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Current  Esthetes of Coverage and Utillzadon

Coveruge. It is e&t&ted  that there are currently 700,000 Wisconsin residents who are 65
years of age or older. Although it is not known how many of these individuals cutrently have
coverage for prescription dtugs, in an article published’in the Spring, 1999 Health Care Financing
Review. Poisal, Murray et. al. indicated that, in 1995, approximately 35.5 percent of all Medicare
beneficiaties over the age of 65 did not have any health care ewerage for prescription drugs. If this
percentage is applied co the current estimate of the number of Wisconsin residents over the age of
65. it is estimated that approximately 248,500 Wisconsin residents over the age of 65 do not
currently have .any coverage for drugs. Virtually all persons who have drug coverage must pay
part of the costs of the bcne4RcBoffered under their plans, either with copayments, deductibles, or
both.

Poisal, Murray et. al showed that the largest source of drug coverage for this population is
employer-sponsored plans, which account for approximately 44 percent of all persons who have
rhis coverage. MA and individually purchased plans account for 17 percent and 16 percent of all
persons who have this coverage. respectively.

UriliWion. Although it is not known what the actual average expenditure for prescription
drugs is foi’ pessons  over the age of 65, it is possible to estimate these average costs through a
variety of methods. Based on national data, Poisal et. al. determkd that, in 1995.  per capita dtug
spending for beneficiaries with pmscription.dtug coverage was $689 and the average per capita
drug spending beneficiaries without prescription drug coverage was $432. However, the
rescadcrs found tbar the average amount of total drug spending varied widely based on severd
factors. including health status, whether the person was disabled and whether the person was
enrolled in a MedicareKhoice plan. If the 1995 estimate of the average per capita spending for
persons with drug coverage &J inflated by the average increase in the average cost of drugs for
elderly MA recipients in Wisconsia during that period (12 percent per year), an estimate of the
current average annual cost of drugs for individuals would be approximately Sl,200.

A second method of estimating average drug costs for Wisconsin residents over the age of 65
is to use claims data for noninstitutionaked MA recipients. In the 1998-99 fiscal year, MA paid
$15,892.100 to support prescription drug costs for an average of 14,515  noninstitutionalized MA
recipients over the age of 65, which would yield an average annual cost per tecipient  of
approximately $1,100. Because MA rates paid to providers in Wiinsin are approximately 23
petcent less than the providers’ usual aud customary charges, the average value of the benefn, based
on providers’ usual and customary charges, would be approximately $1421 per year. However.
because it is likely that the MA noninstitutionalized population over tk age of 65, as a group, is
less healthy than the non-MA population over the age of 65, it would be masonable to reduce this
estimate of the value of these drugs somewhat to better teflect the health status of the broader
population of Wisconsin t&dents over the age of 65.
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For the pqoses of preparing all of the estimates describad in this memorandum, it is
assumed that the current average annuaJ  cost of drugs for Wisconsin residents over the age of 65 is
$1,200, based on pharmacies’ usual and customary charges. However. the average cost per enrollee
would he approximately 23 percent less ($924 per henef~iaty per year) if the program reimbursed
pharmacies hased on the current MA rates. This average cost estimate is fairly close to an estimate
of $942 per beneficiary per year that was developed for the Academy of Actuarial Research
Corporation. using data from the 1995 Medicare Current Beneficiaty Survey, projected foNvard to
1 9 9 9 .

Issues Relating-to All Phamuicy  Assistance Propods

Jn developing cost estimates of establishing a state pharmacy assistance program, it is
important to recognize the limitations on data and, as a result, the uncertainty of these estimates.
Further, such programs can be smmured in a variety of ways, which can significantJy  affect
program costs. Several of these issues am outlined below.

Income Distribution of Ekkiy PopuWon. The Social Security Administration’s Offke of
Research, Evaluation and Statistics provides a source of information fa the income of persons over
the age of 65; The infotmation in its report, Jncome of the PoouIation 55 or Older. 1996 can be
used to used to estimate the distribution of income among individuaJs by age and living situation.
(The report provides income data for individuaJs over the age of 6S, as well as for individuals over
the age of 55.) For the purpose of preparing the cost estimates described in this memorandum,
information from this source was applied to the Wisconsin population of persons ovct the age of 65
to yield estimates of the number of persons who would be eJigible for the pharmacy assistance
programdescrihed in this memorandum.

Phmacy Rehbumw&t Rams. Under the MA progmm, DHFS pays pharmacists a rate
for most prescriptions equal to the average wholesale price (AWP)  less 10%. plus a dispensing fee
of $4.38 per prescription. PJuumacies  that participate in the state’s health insurance risk-sharing
plan (HJRSP) receive the same rare. Most states that have established pharmacy assistance
programs reimburse pbannacies at the stat&s MA rate.

For the purpose of preparing the estimate described in this memorandum. it is assumed that
any reimbursement program wouJd pay pharmacies for SCrYiCCS aI the MA rate. rather tJuin
pharmacies’ usuaJ and custov charges. During the past thm fiscal yeats, pharmacists have
been paid an average of 76.6 percent of their total usual and customary charges for pharmacy
products provided to MA recipients. In other words, MA rates paid to pharmacists am, on average,
approximately 23 Percent lower than the pharmacists’ usual and customary charges identified on
their reimbursement claims.

If it is assumed that the : $1,200 average cost of chug coverage represents costs based on the
pharmacists’ usual and customary charge8, this amount can be reduced by 23 percent to $924 to
represent the average annual cosrs per &roJJce of a pharmacy assistance program that provides
payments to pharmacists based’on the current MA rate. Similarly, if a proposal were enacted that

!

.
I
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paid pharmacists their usual and customaty charges, the estimate of benefits costs provided in this
memorandum should be increased by approximately 23 percent.

Drug &6&e. Under feral MA law, pharmaceutical manufacturers must enter into rebate
agreements with the federal government in order for their products to eligible for coverage under
the MA program. The rebate program was enact&d to ensure that the MA program received the
same discounts that drug manufaetwers had been granting to other high-volume purchasers, such as
hospitals. health maintenance organizations and drug store chains. In 199899, MA spending for
drugs totaled approximately $259.3 million (all funds), and the state received drug rebates totaling
849.3 million (all funds). Thus. the state received a rebate that equaled approximately 19 percent of
the total expenditures.

It may be possible co create a pharmacy benefits program for the Medicare population in
Wisconsin that requires manufacturers to enter into an agreement with the state to rebate a portion
of the costs of the drugs pmchased under the plan. For this reason, two estimates are provided for
the proposal described in this memorandum. Tbe lower cost estimate assumes that the state would
enter into a rebate agreement with drug manufacturers as the federal government has entered into
such agreements under the MA program, and that the rebate amount would equal 19 percent of the
total costs of drugs provided under the program.

Primary Covemgc  vs. Wrap-Around Coverage. Any proposal should clearly indicate
whether the benefit would be available to individuals who currently have no drug coverage, or
whether individuals with so-g coverage could enroll in the program in order to pay out-of-
pocket costs, including copayments and deductibles, required by those plans. This distinction
significantly affects the costs of the proposal. For example. a proposal that limits eligibility to
individuals without any drug coverage would. based on the current estimate,  provide benefits to
approximately 35.5% of the Wisconsin population over the age of 65 that meet fmancial eligibility
requirements for the program. However, a proposal that provides coverage for costs not covered by
other plans would provide a benefit to nearly all Wisconsin residents over the age of 65, other than
individuals covered under the MA pn~gram, who may be required to pay nominal copayments for
drugs. ‘The estimate in this memorandum assumes that individuals could enroll in the program to
partially pay for expenses that they currently pay as out-of-pocket expenses.

Although it would be possible to create a program that would provide prescription dmg
coverage only for persons without any current coverage, it is likely that some individuals who
cunently pay for this coverage through Medigap prescription drug riders would discontinue those
riders if a state program were enacted. Similarly, businesses that currently offer a prescription drug
plan to their ret&es may discontinue  this benefit This phenomenon, which is commonly called
“crowd out.” would incmase filture state program costs.

Arlininistraation. At this time, it is not known what the cost of administering a pharmacy
assistance program would be. For example, individuals could enroll in the program through county
income maintenance offices, in a manner similar to the way in which individuals enroll in other
health and social services programs, such as MA, BadgeCare and food stamps. Alternatively,
persons could enroll in the program by submitting.an application and any necessary documentationf
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t0 the administering agency, or an entity under contract with that agency. In order to recognize the
one-time and on-going costs of administering the program, a proposal could be developed that
would provide a specified amount, such as $1 million in both 1999-00 and 2000-01. to the Joint
Committee on finance Committee’s program supplements appropriation. This amount. or some
portion of it, could be released by the Committee once the administering agency provides a
recommendation on how. the program should be administered, based on a review of possible
options, including a review *

v
ther states’ pharmacy assistance programs and the feasibility of

contracting with the state’s MA seal agent to adkinister the program.

Description and Cost of Prbpoml

Under the proposal, individuals over the age of 65 in families with income up to 185
percent of the federal poverty level would be eligible for coverage of certain drugs not paid by other
sources. In 1999, 185 percent of the federal poverty level was $15,244 for an individual and
$20,461 for a couple. Drugs used to caver the following conditions would be covered,under the
program: (a) cardiac and high blood pressure; (b) diabetes; (c) arthritis; (d) anticoagulation;  (e)
hypexlipidetia;  (f) osteoporosis; (g) chronic obstructive pulmonary disease and asthma, (h)
incontinence; (I) thyroid diseases; (i) glaucoma; (k) Parkinson!s  disease; and (1) multiple sclerosis
and amytrophic lateral sclerosis. The program would begin January 1.2001.

The benelit would not be limited to a specified amount per year. The state would be a
“payer of last resort” so that if the enrollee has access to any other coverage for prescription drugs,
the state program would only pay expenses not coveti by these othu sources, including
deductibles and copayments. Enrollees would be responsible for paying 50 percent of rhe costs of
prescriptions purchased under the program. In addition, enrollees would be required to pay an
annual enrollment fct of between $25 and $200. based on the enrollee’s income.

It is estimated that apmximately 271,100 Wisconsin residents would qualia for coverage
under the program. It is assu+ that 35.5 percent of these individuals have no drug coverage
(96,200) and Jle average cost of providing coverage to enrollees would be approximately $152.
This estimate of the average cost is derived by multiplying the average annual cost for all drugs
($924 per year) with the DHFS estimate of the percentage of the total value of drugs that would be
reimbursed under the pmgram (33 percent), then divided by two to reflect the 50 percent
beneficiary cost share requirement. It is funher assumed that only IO percent of the rest of the
eligible population, less individuals eligible for MA [( 174.900 - 59,200) x .l = 11;600)  would
participate in the program, because of the low value of the benefit to them. Consequently, the
annual program expenditures  would be approximately $15 million [(96,200 x $152) + (11,600 x
SSS)]. This amount  could be reduced 19 percent to $12 million if tk state were able to enter into
rebate agreements with pharmacy manufacturers. In addition, a portion of these costs would be
offjet by annual enrollment f-s (approximately $5 51illio5 annuaUy, based on an average
enrollment fee of SSO), so that the net benefits costs would be $10 million without the rebate or $7
r@llion  with the rebate.

This estimate is based on an assumption that 100 percent of individuals who are eligible for
the program would actually en&l in the program. If it were assumed that 75 percent of estimated

Pnpc6
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number of persons who are eligible for the program would enroll in the program, the first-year
annual costs would be approximately $7.5 million without the rebate or $5.2 million with the
rebate. Based on the January 1.2001 start date, one-half of this amount could be budgeted in 2OOO-
01($3.7 million without the rebate and $2.6 mjllion with the rebate).

I hope you find this $formation helpful. Please contact me if you require additional
information on this matter.

Pege 7
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joint committee on finance (JCF) and requires DHFS to submit to JCF a plan for
expenditure of these funds for administration of the prescription drug assistance
program. Ifthe cochairpersons of JCF do not notify the secretary of health and family
services of the committee’s intent to schedule a meeting to review the plan, JCF must
supplement the DHFS general program operations appropriation account as
provided in the DHFS plan. If the cochairpersons of JCF notify the secretary of
health and family services that JCF intends to schedule a meeting to review the plan,
the DHFS appropriation account may be supplemented only as approved by JCF.

For further information see the state and ZocaZ fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembzy,  do
enact as foZZows:

SECTION 1. 20.005 (3) (schedule) ofthe statutes: at the appropriate place, insert

the following amounts for the purposes indicated:

1999-00 2000-01

20.435 Health and family services, department

of

(4) HEALTHSERVICESPLANNING,REGULATIONAND

DELIVERY;HEALTHCAREFINANCING

(bv) Prescription drug assistance for

elderly; aids GPR A

SECTION 2. 20.435 (4) (bv) of the statutes is created to read:

LRB3557/2
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SECTION 2

20.435 (4) (bv) Prescription drug assistance for elderly; aids. The amounts in

the schedule for the program for prescription drug assistance for elderly persons

under s. 49.688.

SECTION 3. 20.435 (4) Cj) of the statutes is created to read.

20.435 (4) 0’) Prescription drug assistance for elder All

under s. 49.688

SECTION 4. 49.688 of the statutes is created to read:

section:

19

Q20

22

23

24

(2) From the appropriatioqunder s. 20.435 (4) (bv
I

, beginning &!‘&@@&M$the

department shall reimburse pharmacists for the provision of

prescription drugs m-on&to-&oeewdCg&-for--whi&

persons who meet criteria for

eligibility under sub. (3). The department

prescription drugs under this subsection.

ast resort for coverage for
l--Q-T- T\a’-JcP- b-2,
shall be s&the

The department shall

maintain, or contract for the mainten,

/department headquarters to ,provide
/

in
_I /

f, a toll-free telephone number at

ion about the program under this

subsection. includina+$$formation abou,t/ application procedures,,.. .-,,-j,A-----‘ -- ---y
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prescription drug assistance for the number of applying eligible

and the amount available under s. 20.435 (4) (i), the department may place an

eligible applicant’s name on a waiting list for the z?&#& program under sub.
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1 (1) PRESCRIPTION DRUGASSISTANCE FORELDERLYPERSONS; ADMINISTRATION. The

2 department of health and family services may request the joint committee on finance

*3 to supplement, from the appropriation account under section 20.865 (4) (a) of the

4 nt under section 20.435 (4) (a) ofthe statutes, to pay

e program of prescription drug assistance for elderly05

6 persons under section 49.688 of the statutes, as created by this act. If the department

7 of health and family services requests supplementation of the appropriation account

8 under section 20.435 (4) (a) of the statutes, the department shall sub

joint committee on finance to expend not more than

1999-2000
09

010

11 of the committee do not notify the secretary of the department within 14 working

12 days after the date of the department’s submittal that the committee intends to

13 schedule a meeting to review the request, the appropriation account shall be

14 supplemented as provided in the request. If, within 14 working days after the date

15 of the department’s submittal, the cochairpersons of the committee notify the

16 secretary of the department that the committee intends to schedule a meeting to

17 review the request, the appropriation account shall be supplemented only as

18 approved by the committee. Notwithstanding section 13.101(3) (a) 1. of the statutes,

19 the committee is not required to find that an emergency exists.

20 SECTION 6. Appropriation changes; joint committee on finance.

(1) PRESCFIIPTIONDRUGAWISTANCEFORELDERLY;ADMINISTRATION.  Intheschedule

under section 20.005 (3) of the statutes for the appropriation to the joint committee

21

22

23 on finance under section 20.865 (4) (a) of the statutes, as affected by the acts of 1999,

the dollar amount is increased by fiscal year 1999-00

@@6&@ .to increase funding for
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1 administration of the prescription drug assistance for elderly program under section

2 49.688 of the statutes, as created by this act.

3 (ENIN
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No person, in connection with

atement or representation of

a material fact for use in determining rights to

owledge of the occurrence of an# event

atement or representation of

or continued right to

conceal or fail to disclose

either in a greater amount or quantity than is due or when no such benefit or payment is authorized.

4. Having made application to receive the use and benefit of

received it, knowingly and wilfully co

er than for the use and
3al

Violators of this subseztion r$@+$,e~&a@f,oPl

than 7 years and 6 months or both.
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a tatemeng  representation, concealmen
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Lt6 failure4 or conversion by any

@@WP $Pet-so a erson convicted of violating this subsection may be fined not more than $10,000

or imprisoned for not more than one year in the county jail or both.

cc>

action for relief against the amount of actual damages sustained

as a result of any excess payments made in connection with the offense for which the conviction was

obtained. Proof by the state of a conviction under this section in a civil ac

regarding the state’s right to damages and the only issue in controversy &I

of the actual damages sustained. Actual damages,&KfVconsist of the total amount of excess pay-

ments, any part of which is paid by state funds. ~eXl&ction?the-?We+6$G’&t-n&$ile

x * ion

the action.

History: 1977 c. 418; 1979 c. 89; 1981 c. 317; 1985 a. 29 s.

a. 283.
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January 24,200O

To Representative Huber:

1. Is the definition of “resident” in s. 49.688 (3) (a) 1. what you want? Possible
alternatives to the definition under s. 27.01 (10) (a), stats., that is cited in that
subdivision would be the definition under s. 29.001(69) or 949.035 (3), stats. Another
possibility would be a provision similar to the requirement under s. 610.70 (1) (b), stats.

2. I have assumed that you did not want DHFS’ designation of appropriate drugs
for a chronic condition, as specified in 49.688 (2), to be subject to rule making and
therefore have made an exemption under s. 227.01 (13) (zL). If that assumption is
incorrect, please let me know and I will redraft the designation as a rule.

3. Although I understand that you intend that the program be an entitlement
program (i.e., an eligible person is entitled to the benefit), if the number of eligible
participants unaccountably increased, the bill’s sum certain appropriation might limit
participation. Accordingly, I drafted s. 49.688 (5) (waiting lists), and subjected s.
49.688 (3) (a) (eligibility) to it. Does this meet your intent?

4. In the definition of “chronic condition” (s. 49.688 (1) (a)), I deleted
“anticoagulation” and substituted “blood coagulation or hematologic disease”.
“Anticoagulation” is not a term that is defined in Dorland’s Illustrated Medical
Dictionary; I believe, however, that it is a desired result for which a drug (an
anticoagulant) is prescribed. Accordingly, I tried to list those conditions for which an
anticoagulant would be appropriate. I am not certain, however, if my substitutions are
inclusive or entirely accurate.

Please let me know if I can provide you with further assistance.

Debora A. Kennedy
Managing Attorney
Phone: (608) 266-0137
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1999 BILL

1 20.435 (4) (bv), 20.435 (4) (j), 49.688 and 227.01(13) (zL) of the

2 statutes; relating to: prescription drug assistance for elderly persons,

3 requiring the exercise of rule-making authority, providing an exemption from

4 rule-making procedures, making appropriations and providing penalties.

Analysis by the Legislative Refkrence Bureau
Under current state law, pharmacies and pharmacists that are certified

providers of medical assistance services are reimbursed for the provision of certain
prescription drugs to medical assistance recipients at a rate established by the
department of health and family services (DHFS). Under current federal law,
persons entitled to coverage under part B of medicare do not receive coverage for
prescription drugs for outpatient care as a benefit.

This bill creates a program for prescription drug assistance for elderly persons
in DHFS and appropriates $3,700,000  in general purpose revenues in fiscal year
2000-01 for the program. Under the program, beginning January 1, 2001, state
residents who are aged at least 65 years, who are ineligible for medical assistance
and whose gross incomes are not more than $15,244 or, if married, are not more than
$20,461 per couple, as annually indexed for inflation, may apply for assistance in -
paying for prescription drugs. Prescription drugs for which a program participant
may receive coverage are those prescription drugs that are designated by DHFS to
be for a chronic condition, as defined in the bill. Participants in the prescription drug
assistance program must pay a la-month enrollment fee of between $25 and $200,
based on the participant’s gross income, as specified by DHFS by rule, and 50% of the
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cost of each prescription drug, at the rate under which pharmacists are reimburse
under the medical assistance program. Under the program, DHFS is the payer of

assistance program with respect to receipt of payment or receipt of the benefit under
the program. The bill appropriates $l,OOO,OOO  in general purpose revenues in fiscal
year 1999-2000 to the general program supplementation appropriation account of
the joint committee on finance (JCF) and requires DHFS to submit to JCF a plan for
expenditure of these funds for administration of the prescription drug assistance
program. If the cochairpersons of JCF do not notify the secretary of health and family
services of the committee’s intent to schedule a meeting to review the plan, JCF must
supplement the DHFS general program operations appropriation account as
provided in the DHFS plan. If the cochairpersons of JCF notify the secretary of
health and family services that JCF intends to schedule a meeting to review the plan,
the DHFS appropriation account may be supplemented only as approved by JCF.

For further information see the state and ZocaZ fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 20.005 (3) (schedule) of the statutes: at the appropriate place, insert

the following amounts for the purposes indicated:

1999-00 2009-01

20.435 Health and family services, department

of

(4) HEALTHSERVICESPLANNING,REGULATIONAND

DELIVERY;HEALTHCAREFINANCING

(bv) Prescription drug assistance for

elderly; aids GPR A. -o- $3,700,000

SECTION 2. 20.435 (4) (bv) of the statutes is created to read;
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25

20.435 (4) (bv) Prescription drug assistance for elderly; aids. The amounts in

the schedule for

under s. 49.688.

SECTION
7

:escrinti

(i) Prescription drug assistance for elderly; enrollment fee . All
i

from payments of program enrollment fees under s. 49.688 (3) (b)

prescription drug assistance for elderly persons under s. 49.688.

SECTION 4. 49.688 of the statutes is created to read:

49.688 Prescription drug assistance for elderly persons. (1) In this

section:

(a) “Chronic condition” means a cardiac condition, high blood pressure,

diabetes, arthritis, blood coagulation or hematologic disease, hyperlipidemia,

osteoporosis, chronic obstructive pulmonary disease, asthma, incontinence, thyroid

disease, glaucoma, Alzheimer’s disease,

amyotrophic lateral sclerosis (Lou

(b) “Gross income” means all income, from whatever

whatever form realized, whether in money, property or services.

(4

(2)

“Prescription drug” has the meaning given in s. 450.01

From the appropriations under s. 20.435 (4) (bv) and (j), begin sdr. (5)
g Zanuary  1

1, 2001, the department shall reimburse pharmacists for the p ovision

d

of

prescription drugs designated by the department for a chronic conditio , to persons

who meet criteria for eligibility under sub. (3). The department is the payer of last

resort for coverage for prescription drugs under this subsection. The payment rate

for provider reimbursement shall be the allowable charges paid under s. 49.46 (2) (b)

6. h. for prescription drugs. The department shall maintain, or contract for the
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1 maintenance of, a toll-free telephone number at department headquarters to

2 provide information about the program under this subsection, including information

3

9

10

11

about application procedures.

(3) (a> wan individual is eligible for participation in the
?

program under sub. (2) if the individual meets all of the following requirements:

1. The individual is at least 65 years of age, is a resident, as defined in s. 27.01

(10) (a), of this state and is ineligible for medical assistance under s. 49.46,49.465,

49.468 or 49.47.

2. If single, the individual’s gross income does not exceed $15,244 or, if married,

the couple’s gross income does not exceed $20,461. These limitations shall be

annually adjusted as specified in sub. (4).

14 $25 and $200, based on the participant’s gross income, as specified by the department

15 by rule.

16 2. lb the selling pharmacy or pharmacist, a copayment of 50% for each

17 prescription drug provided under the program.

1 8 (c) No program participant may be required to demonstrate that he or she has

19 no disability insurance policy, as defined in s. 632.895 (1) (a).

20 (4) Beginning by January 1,2001, the department shall annually by January

21 1 increase the dollar amounts specified under sub. (3) (a) 2. by a percentage equal to

22 the percentage change between the U.S. consumer price index for all consumers, U.S.

23 city average, for the month of December of the previous year and the U.S. consumer

24 price index for all urban consumers, U.S. city average, for the month of December of

25 the year before the previous year, as determined by the federal department of labor.
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‘iA--?&ible applicant’s name on a waiting list for the program under sub.‘(2).TKGZL J--~-~

(6) The department shall promulgate rules specifying the amount, between

6 $25 and $200, of program enrollment fee required of a program participant, based

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

on the participant’s gross income.

(7) (a) No person, in connection with the program under this section, may:

1. Knowingly and wilfully make or cause to be made a false statement or

representation of a material fact in an application for a benefit or payment. .

2. Knowingly and wilfully make or cause to be made a false statement or

representation of a material fact for use in determining rights to a benefit or

payment.

3. Having knowledge of the occurrence of an event that affects the initial or

continued right to a benefit or payment or the initial or continued right to the benefit

or payment of any other individual on whose behalf the person has applied for or is

receiving the benefit or payment, conceal or fail to disclose the event with an intent

to secure fraudulently the benefit or payment either in a greater amount or quantity

than is due or when no such benefit or payment is authorized.

4. Having made application to receive a benefit or payment for the use and

benefit of another and having received it, knowingly and wilMly convert the benefit

or payment or any part of it to a use other than for the use and benefit of the other

individual.

(b) Violators of this subsection are subject to the following:
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1. In the case of a false statement or representation, concealment of or failure

to disclose an event or conversion by any person in connection with the furnishing

by that person of a prescription drug for which payment is or may be made, a person

convicted of violating this subsection may be fined not more -than $25,000 or

imprisoned for not more than 7 years and 6 months or both.

2. In the case of a false statement or representation, concealment of or failure

to disclose an event or conversion by any person other than as specified in subd. l.,

a person convicted of violating this subsection may be fined not more than $10,000

or imprisoned for not more than one year in the county jail or both.

(c) The state has a cause of action for relief against a person who is convicted

under this subsection, in an amount 3 times the amount of actual damages sustained

as a result of any excess payments made in connection with the offense for which the

conviction was obtained. Proof by the state of a conviction under this section in a civil

action is conclusive regarding the state’s right to damages and the only issue in

controversy is the amount, if any, of the actual damages sustained. Actual damages

consist of the total amount of excess payments, any part of which is paid by state

funds. Upon receipt of a motion filed. by the state in expedition of the action, the

presiding judge shall expedite the action.

SECTION 5. 227.01(13) (zL) of the statutes is created to read:

227.01 (13) (zL) Designates prescription drugs for a chronic condition, under

s. 49.688 (2).

SECTION 6. Nonstatutory provisions.

(1) PRESCRIPTION DRUG ASSISTANCE FOR ELDERLY PERSONS; ADMINISTRATION. The

department of health and family services may request the joint committee on finance

to supplement, from the appropriation account under section 20.865 (4) (a) of the
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SECTION 6

1

2

3

4

5

6

7

a

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

statutes, the appropriation account under section 20.435 (4) (a) of the statutes, to pay

the costs of stafkg and administration of the program of prescription drug

assistance for elderly persons under section 49.688 of the statutes, as created by this

act. If the department of health and family services requests supplementation of the

appropriation account under section 20.435 (4) (a) of the statutes, the department

shall submit a plan to the joint committee on finance to expend not more than

$l,OOO,OOO  for fiscal year 1999-2000. The plan shall be based on a review by the

department of health and family services of the pharmacy assistance programs of

other states and the feasibility of contractingwith the medical assistance fiscal agent

for this state to administer the program under section 49.688 of the statutes, as

created by this act. If the cochairpersons of the committee do not notify the secretary

of the department within 14 working days after the date of the department’s

submittal that the committee intends to schedule a meeting to review the request,

the appropriation account shall be supplemented as provided in the request. If,

within 14 working days after the date of the department’s submittal, the

cochairpersons of the committee notify the secretary of the department that the

committee intends to schedule a meeting to review the request, the appropriation

account shall be supplemented only as approved by the committee. Notwithstanding

section 13.101(3)  (a) 1. of the statutes, the committee is not required to find that an

emergency exists.

SECTION 7. Appropriation changes; joint committee on finance.

(1) PRESCRIPTION DRUG ASSISTANCE FOR ELDERLY ADMINISTRATION. In the schedule

under section 20.005 (3) of the statutes for the appropriation to the joint committee

on finance under section 20.865 (4) (a) of the statutes, as affected by the acts of 1999,

the dollar amount is increased by $l,OOO,OOO  for fiscal year 1999-00 to increase
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1 funding for administration of the prescription drug assistance for elderly program

2 under section 49.688 of the statutes, as created by this act.

3 (END)
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manufactured by a manufacturer doing business in this state to be included in the
program, the manufacturer must enter with DHFS into a rebate agreement that is
modeled on rebate agreements under federal medicaid law. The rebate agreement
must provide that the manufacturer make payments to DHFS each calendar quarter
or as scheduled by DHFS and that the rebate payment amounts be determined by
the method specified in federal medicaid law. ITI5elj;ll  appropr%temmOF,,

I

A general purpose reyenues  in fiscal year 1999-2000 to the general &ogram/’
./’ supplementation app ation account of the joint committee on finance @CF) and

requires DHFS to JCF a plan for expenditure of thesdfunds for
administration of the ion drug assistance program. If the cc$hairpersons
of JCF do not notify t of health and famil
intent to schedule a m view the plan, JCF
general program operat ation account as provi
If the cochairpersons of e secretary of health a
JCF intends to schedule a FS appropriation
account may be supplement

For further information see th 1 estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin,
enact as follows:

ted in senate and assembly, do

SECTION 1. 20.435 (4) (bv) oft reated to read:

20.435 (4) (bv) Prescripti derly; aids. A sum sufficient

for the program for prescript rug assistance for el y persons under s. 49.688.

SECTIONS. 20.43

nufacturer rebates.

3. 49.688 of the statutes is created to read:

j 10

j 11
i

(a) “Brand name” has the meaning given in s. 450.12 (1) (a).
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(b) “Generic name” has the meaning given in s. 450.12 (1) (b). \ ./
/- ---.

_/-. 4

___--_I-

g> <‘;, pJStXT +
/



1

2

3

4

5

6

7

8

9

10

11

12

ent of the allowable charge paid s. 49.46 (2) (b) 6. h.

for each prescription ded under the progr

2. A copayment of $5 fo provided under the program

that bears only a generic name.

3. A copayment of $10 for each p on drug provided under the program

that bears a brand name.

(c) No program participan emonstrate that he or she has

no disability insurance po

uary 1,2001, the department s 1 annually by January

nts specified under sub. (3) (a) 2. by a

/‘-of December of the year before the previous year, as determined by the fede

department of labor.-

16 (5) A drug manufacturer that sells drugs for prescribed use in this state shall,

17 as a condition of inclusion of those drugs in the program under this section, enter

18 with the department into a rebate agreement that is modeled on the rebate

19 agreement specified under 42 USC 1396r-8. The rebate agreement shall include all

20 of the following as requirements:

21 (a) That the manufacturer shall make rebate payments to the department each

22 calendar quarter or according to a schedule established by the department.

23 (b) That the amount of the rebate payment shall be determined by the method

24 specified in 42 USC 1396r-8 (c).
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February 2,200O

To Representative Huber:

Please review s. 49.688 (3) (b) 1. I changed the wording slightly, to emphasize the
fact that a person may enroll at any time and to avoid the inference that a person need
not initially pay an enrollment fee until after the first 12 months have elapsed.

Debora A. Kennedy
Managing Attorney
Phone: (608) 266-0137
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1999 BILL

1 A.N ACT to e 20.435 (4) (bv), 20.4 (4) (j), 49.688 and 227.01(13) (zL) of the

2 statutes; relating to: prescription drug assistance for elderly persons,\
\requiring the exercise of rule-making a
P

thority, providing an exemption from

4 rule-making procedures, making appro iations and providing penalties.

Analysis by the Legislativ eference Bureau
Under current state law, pharmacie pharmacists that are certified

providers of medical assistance services are ursed for the provision of certain
prescription drugs to medical assistance at a rate established by the
department of health and family service Under current federal law,
persons entitled to coverage under pa edicare do not receive coverage for
prescription drugs for outpatient care

This bill creates a pro ion drug assistance for elderly persons
in DHFS and’ appropriates neral purpose revenues in fiscal year
2000-01 for the program. nning January 1, 2001, state
residents who are aged at least 65 years, who are ineligible for medical assistance
and whose gross incomes are not more than $15,244 or, if married, are not more than
$20,461 per couple, as annually indexed for inflation, may apply for assistance in
paying for prescription drugs. Prescription drugs for which a program participant
may receive coverage are those prescription drugs that are designated by DHFS to
be for a chronic condition, as defined in the bill. Participants in the prescription drug
assistance program must pay a la-month enrollment fee of between $25 and $200,
based on the participant’s gross income, as specified by DHFS by rule, and 50% of the
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cost of each prescription drug, at the rate under which pharmacists are reimbursed
under the medical assistance program. Under the program, DHFS is the payer of’
last resort for coverage for prescription drugs and must reimburse pharmacist
providers at the rate under which pharmacists are reimbursed under the medical
assistance program. In order for drugs manufactured by a manufacturer doing
business in this state to be included in the program, the manufacturer must enter
with DHFS into a rebate agreement that is modeled on rebate agreements under
federal medicaid law. The rebate agreement must provide that the manufacturer
make payments to DHFS each calendar quarter or as scheduled by DHFS and that
the rebate payment amounts be determined by the method specified in federal
medicaid law. The bill creates penalties for fraud that are identical to those under
the medical assistance program with respect to receipt of payment or receipt of the
benefit under the program. The bill appropriates $l,OOO,OOO in general purpose
revenues in fiscal year 1999-2000 to the general program supplementation
appropriation account of the joint committee on finance (JCF) and requires DHFS
to submit to JCF a plan for hese funds for administration of the
prescription drug assistance hairpersons of JCF do not notify the

tee’s intent to schedule a

operations appropri
cochairpersons of JC if) the secretary of healt
intends to schedule a m
may be supplemented

For further in tion see the state imate, which will be
printed as an appen

te of Wisconsin, resented in senate

1 .005 (3) (schedul

2
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SECTION 1

07

8

T>9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

1999-00 2000-01

20.435 Health and family services, department

of

(4) HEALTH SERVICES PLANNING,REGULATIONAND

DELIvERY;HEALTHCAREFINANCING

(bv) Prescription drug assistance for

elderly; aids GPR

SECTION 2. 20.435 (4) (bv) of the statutes is created to read:

20.435 (4) (bv) Prescription drug assistance for elderly; aids.

the schedule for the program for prescription drug assistance for elderly persons

under s. 49.688.

SECTION 3. 20.435 (4) (j> of the statutes is created to read:

20.435 (4) (i) Prescription drug assistance for elderly; enrollment fees;

manufacturer rebates. All moneys received from payments of program enrollment

fees under s. 49.688 (3) (b) 1. and rebate payments by manufacturers under s. 49.688

(5), to be used for prescription drug assistance for elderly persons under s. 49.688.

SECTION 4. 49.688 of the statutes is created to read:

49.688 Prescription drug assistance for elderly persons. (1) In this

section:

(a) “Chronic condition” means a cardiac condition, high blood pressure,

diabetes, arthritis, blood coagulation or hematologic disease, hyperlipidemia,

osteoporosis, chronic obstructive pulmonary disease, asthma, incontinence, thyroid

disease, glaucoma, Alzheimer’s disease, Parkinson’s disease, multiple sclerosis,

amyotrophic lateral sclerosis (Lou Gel-kg’s disease), ulcers, seizures and depression.
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

(b) “Gross income” means all income, from whatever source derived and in

whatever form realized, whether in money, property or services.

(c) “Prescription drug” has the meaning given in s. 450.01 (20).

(2) From the appropriations under s. 20.435 (4) (bv) and (i), beginning January

1, 2001, the department’ shall reimburse pharmacists for the provision of

prescription drugs designated by the department for a chronic condition and for

which the manufacturer has entered into a rebate agreement with the department

under sub. (5), to persons who meet criteria for eligibility under sub. (3). The

department is the payer of last resort for coverage for prescription drugs under this

subsection. The payment rate for provider reimbursement shall be the allowable

charges paid under s. 49.46 (2) (b) 6. h. for prescription drugs. The department shall

maintain, or contract for the maintenance of, a toll-free telephone number at

department headquarters to provide information about the program under this

subsection, including information about application procedures.

(3) (a) An ’ d’ ‘d 1m ~1 ua is eligible for participation in the program under sub. (2)

if the individual meets all of the following requirements:

1. The individual is at least 65 years of age, is a resident, as defined in s. 27.01

(10) (a), of this state and is ineligible for medical assistance under s. 49.46,49.465,

49.468 or 49.47.

2. If single, the individual’s gross income does not exceed $15,244 or, if married,

the couple’s gross income does not exceed $20,461. These limitations shall be

annually adjusted as specified in sub. (4).

(b) Program participants shall pay all of the following:
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5
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1. Upon enrolling and every 12 months thereafter, to the department, a

program enrollment fee of between $25 and $200, based on the participant’s gross

income, as specified by the department by rule.

2. To the selling pharmacy or pharmacist, a copayment of 50% for each

prescription drug provided under the program.

(c) No program participant may be required to demonstrate that he or she has

no disability insurance policy, as defined in s. 632.895 (1) (a).

(4) Beginning by January 1,2001, the department shall annually by January

1 increase the dollar amounts specified under sub. (3) (a) 2. by a percentage equal to

the percentage change between the U.S. consumer price index for all consumers, U.S.

city average, for the month of December of the previous year and the U.S. consumer

price index for all urban consumers, U.S. city average, for the month of December of

the year before the previous year, as determined by the federal department of labor.

(5) A drug manufacturer that sells drugs for prescribed use in this state shall,

as a condition of inclusion of those drugs in the program under this section, enter

with the department into a rebate agreement that is modeled on the rebate

agreement specified under 42 USC 1396r-8.  The rebate agreement shall include all

of the following as requirements:

(a) That the manufacturer shall make rebate payments to the department each

calendar quarter or according to a schedule established by the department.

(b) That the amount of the rebate payment shall be determined by the method

specified in 42 USC 1396r-8 (c).

(6) The department shall promulgate rules specifying the amount, between

$25 and $200, of program enrollment fee required of a program participant, based

on the participant’s gross income.
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SECTION 4

1 (7) (a) No person, in connection with the program under this section, may:

2 1. Knowingly and wilfully make or cause to be made a false statement or

3 representation of a material fact in an application for a benefit or payment.

4 2. Knowingly and wilfully make or cause to be made a false statement or

5 representation of a material fact for use in determining rights to a benefit or

6 payment.

7 3. Having knowledge of the occurrence of an event that affects the initial or

8 continued right to a benefit or payment or the initial or continued right to the benefit

9 or payment of any other individual on whose behalf the person has applied for or is

10 receiving the benefit or payment, conceal or fail to disclose the event with an intent

11 to secure fraudulently the benefit or payment either in a greater amount or quantity

12 than is due or when no such benefit or payment is authorized.

13 4.’ Having made application to receive a benefit or payment for the use and

14 benefit of another and having received it, knowingly and wilfully convert the benefit

15 or payment or any part of it to a use other than for the use and benefit of the other

16 individual.

17 (b) Violators of this subsection are subject to the following:

18 1. In the case of a false statement or representation, concealment of or failure

19 to disclose an event or conversion by any person in connection with the furnishing

20 by that person of a prescription drug for which payment is or may be made, a person

21 convicted of violating this subsection may be fined not more than $25,000 or

22 ’ imprisoned for not more than 7 years and 6 months or both.

23 2. In the case of a false statement or representation, concealment of or failure

24 to disclose an event or conversion by any person other than as specified in subd. l.,
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a person convicted of violating this subsection may be fined not more than $10,000

or imprisoned for not more than one year in the county jail or both.

(c) The state has a cause of action for relief against a person who is convicted

under this subsection, in an amount 3 times the amount of actual damages sustained

as a result of any excess payments made in connection with the offense for which the

conviction was obtained. Proof by the state of a conviction under this section in a civil

action is conclusive regarding the state’s right to damages and the only issue in

controversy is the amount, if any, of the actual damages sustained. Actual damages

consist of the total amount of excess payments, any part of which is paid by state

funds. Upon receipt of a motion filed by the state in expedition of the action, the

presiding judge shall expedite the action.

SECTION 5. 227.01(13) (zL) of the statutes is created to read:

227.01 (13) (zL) Designates prescription drugs for a chronic condition, under

s. 49.688 (2).

SECTION 6. Nonstatutory provisions.

(1) PRESCRIPTION DRUGASSISTANCE FORELDERLYPERSONS; ADMINISTRATION. The

department of health and family services may request the joint committee on finance

to supplement, from the appropriation account under section 20.865 (4) (a) of the

statutes, the appropriation account under section 20.435 (4) (a) of the statutes, to pay

the costs of staffing and administration of the program of prescription drug

assistance for elderly persons under section 49.688 of the statutes, as created by this

act. If the department of health and family services requests supplementation of the

appropriation account under section 20.435 (4) (a) of the statutes, the department

shall submit a plan to the joint committee on finance to expend not more than

$l,OOO,OOO for fiscal year 1999-2000. The plan shall be based on a review by the
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department of health and family services of the pharmacy assistance programs of

other states and the feasibility of contracting with the medical assistance fiscal agent

for this state to administer the program under section 49.688 of the statutes, as

created by this act. If the cochairpersons of the committee do not notify the secretary

of the department within 14 working days after the date of the department’s

submittal that the committee intends to schedule a meeting to review the request,

the appropriation account shall be supplemented as provided in the request. If,

within 14 working days after the date of the department’s submittal, the

cochairpersons of the committee notify the secretary of the department that the

committee intends to schedule a meeting to review the request, the appropriation

account shall be supplemented only as approved by the committee. Notwithstanding

section 13.101(3) (a) 1. of the statutes, the committee is not required to find that an

13 emergency exists.
IN $YapFxb-  \

14 SECTION 7. Appropriation changes; joint committee on finance.

15 (1) PRESCRIPTION DRUG ASSISTANCE FOR ELDERLY ADMINISTRATION. In the schedule

16 under section 20.005 (3) of the statutes for the appropriation to the joint committee

17 on finance under section 20.865 (4) (a) of the statutes, as affected by the acts of 1999,

18 the dollar amount is increased by $l,OOO,OOO  for fiscal year 1999-00 to increase

19 funding for administration of the prescription drug assistance for elderly program

20 under section 49.688 of the statutes, as created by this act.

21 (END)
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INSERT ANAL
In addition, if the amount of funds in the general purpose revenues

appropriation account created for the program is insufficient to meet program
demand, the bill requires DHFS to request a supplement from the general program
supplementation appropriation account of JCF and to submit to JCF a plan for the
expenditure.

INSERT S-13
(2) PRESCRIPTIONDRUGASSISTANCEFORELDERLYPERSONS;PROGRAMSUPPLEMENT.

If the amount of funds in the appropriation account under section 20.435 (4) (bv) of

the statutes, as created by this act, is insufficient to meet program demand under

section 49.688 of the statutes, as created by this act, the department of health and

family services shall request the joint committee on finance to supplement, from the

appropriation under section 20.865 (4) (a) of the statutes, the appropriation account

under section 20.435 (4) (bv) of the statutes and shall submit a plan to the joint

committee on finance for the expenditure. If the cochairpersons of the committee do

not notify the secretary of the department within 14 working days after the date of

the department’s submittal that the committee intends to schedule a meeting to

review the request, the appropriation account shall be supplemented as provided in

the request. If, within 14 working days after the date of the department’s submittal,

the cochairpersons of the committee notify the secretary of the department that the

committee intends to schedule a meeting to review the request, the appropriation

account shall be supplemented only as approved by the committee. Notwithstanding

section 13.101(3) (a) 1. of the statutes, the committee is not required to find that an

emergency exists.
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