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“Impact of the Federal Medicare Prescription Drug Bill”

I would like to bring to the Committee’s attention two reports released by the Henry J. Kaiser Family Foundation.  Both reports were prepared by the Kaiser Commission on Medicaid and the Uninsured.  Implications of the New Medicare Law for Dual Eligibles: 10 Key Questions and Answers
addresses the impact of the Medicare “Part D” program on dual eligibles.  Implications of the New Medicare Prescription Drug Benefit for State Medicaid budgets addresses the financial impact of that program on state budgets.

Highlights from these reports:

· Dual eligibles may very likely have access to fewer prescription drugs once the Medicare Drug plans replace current Medicaid drug coverage.  Current Medicaid programs are required to cover all medically necessary drugs.  Under the new Medicare program, the extent of drugs covered will be wholly determined by the various different Part D plans and these plans will have broad discretion under the new law to limit the drugs that they want to cover.  Additionally, the law limits to two the number of drugs the plan can cover in any given therapeutic class and the Plans have unlimited discretion to define what constitutes a therapeutic class for the purposes of complying with this requirement.  The Kaiser report does not say whether or not the new law spells out the pharmaceutical and/or clinical criteria the plans must use when defining their therapeutic classes.  Beneficiaries who require a drug that is not covered by the Part D plan in which they enroll will have to pay the full cost of the drug themselves.  While the new law allows a right of appeal, any disputed claim must be $100 or more ($1000 for a judicial review).  The new law is not clear on whether or not a beneficiary has a right to an expedited appeal when their Part D plan denies coverage for an urgently needed drug that is not on their plan’s formulary. 

· The new Medicare law bars states from using federal Medicaid matching funds to supplement Part D prescription drug coverage.  California will have to use 100% state funds if it wants to supplement and/or fill any holes or gaps in Medicare prescription drug coverage.

· Co-payments dual eligibles pay each time they fill a prescription will increase from the current Medi-Cal allowed amount of $1.00 to the Medicare allowed amount of $2-$5. Although current Medicaid law prohibits providers from denying prescriptions to beneficiaries who cannot meet co-payment requirements, this prohibition will not apply to the Part D plans, and a dual eligible who is unable to meet a Part D co-payment can be denied the prescription until he/she pays any co-payment required by his/her Part D plan.

· Dual eligibles are more likely to be overwhelmed by the array of complex choices they must navigate under the new Medicare drug program.  This can result in significant hardship for these beneficiaries in terms of accessing medically necessary prescription drugs.  This hardship could result from reduced access to the drugs prescribed by their doctors under the Part D plan they choose.  Additionally, “[g] iven their limited financial resources and (in many cases) physical and cognitive impairments, dual eligibles may find it particularly difficult to navigate the appeals process by themselves”

· California is required by the new Medicare law to share the responsibility for processing application and enrollment for Medicare beneficiaries seeking assistance through Medicare’s Part D low-income subsidy program.  This may require additional Medi-Cal administrative expenditures for staff and for computer systems modifications to accommodate the applicants.  

· The Congressional Budget Office estimates suggest that state Medicaid spending will increase, at least in the short-term, as a result of the new law.  In California, likely causes for increased spending could result from the cost of processing Part D enrollment for those seeking low-income subsidies, the use of State funds to provide drug coverage for dual eligibles who do not enroll in a Part D plan or who need more drug coverage than that provided by their Part D plans, and the “clawback” payments to the federal government required by the new law.
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