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Res. No. 60:
By Council Members Diaz, Martinez, Reed, Rivera and Rodriguez;  also Council Members Monserrate, Seabrook and Clarke

Subject:
Calling upon the New York State Legislature to adopt Senate bill 1165-A, which would amend the executive law in relation to limiting the cost-sharing responsibilities of eligible participants in the elderly pharmaceutical insurance coverage program.
On June 18, 2002, the Committee on Aging, chaired by the Hon. Rev. Ruben Diaz, will conduct a hearing on Resolution No. 60, which urges passage of a pending New York State Senate bill seeking to limit the cost-sharing responsibilities–the annual registration fee and the co-payments–of participants in the Elderly Pharmaceutical Insurance Coverage (“EPIC”) program to five percent of the participant’s gross income.

Among those invited to testify on this resolution are: New York State Department of Health Commissioner Antonio Novello; Department for the Aging Commissioner Edwin Méndez-Santiago; and advocates Bobbie Sackman, Director of Public Policy of the Council of Senior Centers and Services of NYC, Inc. (“CSCS”); Suleika Cabrera-Drinane, Executive Director of the Institute for Puerto Rican & Hispanic Elderly; Lani Sanjek, Associate Director of the New York Statewide Senior Action Council, Inc.; Amy West, Director, Joint Public Affairs Committee for Older Adults (“J-PAC”);  Fred Griesbach, Manager, Government Affairs, American Association of Retired Persons (“AARP”); Carol Hunt, Executive Director, Jamaica Service Program for Older Adults (“JSPOA”); and Shirley Genn, Director of Public Policy, Brooklyn-wide Interagency Council for the Aging, Inc. 

Background


The Elderly Pharmaceutical Insurance Coverage (“EPIC”) program, established in 1987, assists low- to moderate-income residents of New York State aged sixty-five and older in paying for prescription drugs.  To qualify, single persons must have incomes of $35,000 or less, and married couples must have incomes of $50,000 or less.  Coverage is through either comprehensive coverage (“Fee Plan”) or catastrophic coverage (“Deductible Plan”). Unmarried persons with incomes up to $20,000 and married couples with incomes up to $26,000 are eligible to join the Fee Plan, in which an annual fee is paid. Unmarried persons with incomes of $20,001 to $35,000 and married couples with incomes of $26,001 to $50,000 qualify for the Deductible Plan, in which the full price of prescriptions are paid until participants reach the deductible amount for their income levels.   After payment of the annual fee or upon reaching the deductible amount, the program participant co-pays with the EPIC program the price of prescription drugs until reaching a maximum annual amount.  Upon reaching the co-payment maximum, the EPIC program pays for the participant’s prescription drugs for the remainder of the coverage year. 


The EPIC program is codified in the New York State Executive Law, Chapter 18, Article 19-K, §§547 through 547-n.  In 2000, the State Legislature modified the law to set new income eligibility limits (as reflected above), lower co-payments and co-payment maximums, and to put into effect revisions in the fee and deductible plans, among other changes.  According to the “EPIC Annual Report to the Governor and Legislature,” (October 1999-September 2000) 
, due to the lower co-payment maximums in the revised law, “seniors’ out-of-pocket expenses for prescription drugs are capped at no more than nine percent of their annual income.”  State Senate bill 1165-A 
, the legislation which Resolution No. 60 supports, is a proposed amendment to §547-g of the Executive Law which would add a provision capping out-of-pocket expenses for EPIC program participants to five percent of gross income.

Analysis

According to the article, “Out-of-Pocket-Health Care Costs Among Older Americans,” elderly Americans spend, on average, 19% of income on out-of-pocket medical expenses annually. Spending on prescription drugs accounts for over a third of this. 
 New York State’s EPIC program reduces the burden of prescription costs for elderly residents; however, the percentage of income expended on registration fees, co-payments, and deductibles vary according to income level, marital status, and the type of plan in which the participant is enrolled.


Executive Law Sections 547-g and 547-h set the annual registration and deductible fees, as well as the point of sale co-payments and the limits on co-payments according to participants’ income level and marital status. For the Fee Plan coverage (§547-g), quarterly registration fees range in cost from $2.00 quarterly for unmarried and married individuals with annual incomes up to $6,000 to $75.00 quarterly for each married individual with annual joint incomes of $25,001 to $26,000.  Point of sale co-payments to be paid by the program participants range from $3.00 for prescriptions costing $3.00 or less to $20.00 for prescriptions costing $55.01 or more.  The maximum coverage year co-payments are from $340 for unmarried persons with annual incomes of $5,000 or less to $1,150 for each married participant with a joint income of between $25,001 to $26,000.


For the Deductible Plan (§547-h), the annual required drug expenditures range from $530 for single individuals with incomes of $20,001 to $21,000 to $1,715 for each married individual with a joint income of $49,001 to $50,000.


Considering the existing fee and co-payment schedules under the Fee Plan, a married individual with a joint household income of $26,000 (the maximum income for this Plan) would be required to pay $75.00 quarterly or $300 annually in registration fees and can incur prescription drug costs up to $1,150.  Assuming payment of the maximum co-payment amount, and adding it to the mandated registration fees, payments could total 5.6% of income.  On the other end of the scale, a single participant with an income of $4,000
 must pay $2.00 quarterly, or $8.00 annually in registration fees, and the maximum co-payment is $340.  Again, assuming drug purchases up to the co-payment maximum, registration fees and co-payments could total 8.7% of income.


Under the Deductible Plan, a married individual with a joint income of $49,001 would pay approximately 7.6% of income after payment of the deductible and the maximum co-payment amounts.  (Within the same income category, one earning $50,000 would pay a smaller percentage of income, at 7.4%.)  A single person earning $20,001, after payment of the deductible and maximum co-payments, would have expended 7.9% of income. (One earning the highest income for that category, $21,000, would have paid 7.5% of income.)


Clearly, under EPIC’s current schedule of required payments, the percentages of income which could be expended on out-of-pocket costs vary according to income level, and are even regressive, both within and between income levels.  The pending State Senate bill supported by Resolution No. 60 seeks to equalize the percentage of out-of-pocket costs among all participants of capping expenses at no more than five percent of income.


While the recent revisions in EPIC took great strides in qualifying thousands of additional New Yorkers for EPIC who were terminated or “dumped” from Medicare HMOs,
 supporters of S.1165-A/A.3972A contend that more steps must be taken to ease the prescription cost burden to senior citizens.  According to a May 6, 2002 report by the National Institute for Health Care Management Research and Educational Foundation, national rates for prescription drug expenditures are rising annually–in 2001, there was a 17.1% increase from 2000, and the projected increase for 2002 is 13.5%.
 However, there are only nominal rises in the median income of older Americans.
  Consequently, the percentage of income expended on prescription drugs rises with the increase in the national rate of spending.  The pending State bill, whose objective is called “COPE” (caps out-of-pocket expenses), aims to limit costs to seniors even further than the current EPIC law.


Legislative background information for COPE obtained on the New York State Senate and Assembly websites estimates that in absence of federal support, the bill would cost the State $170 million, and save seniors that amount in expenses. Since EPIC is a State program, there would be no cost to the City in adding the proposed five percent participant expense cap.

� “EPIC Annual Report to the Governor and Legislature,” (October 1999-September 2000), p.6 


� Same as New York State Assembly bill A3972-A


� “Out-of-Pocket Health Care Costs Among Older Americans,” Journal of Gerontology: Psychological Sciences, Social Sciences, January 2000 (Vol. 55, Issue 1)


� While a participant at this income level qualifies for Medicaid coverage, one must be a recipient of full Medicaid benefits to be ineligible for the EPIC program. 


� According to figures obtained from the New York State Office for the Aging, between 1999 and 2002, 173,130 New Yorkers were terminated from Medicare HMOs, including 8,914 in New York City.


� “Prescription Drug Expenditures in 2002:  Another Year of Escalating Costs,” National Institute for Health Care Management Research and Educational Foundation (May 6, 2002)


� Median income for seniors was $17,777 in 1998, and rose to $18,778 in 2000. Income of the Aged Chartbook, Social Security Administration, Office of Policy, Office of Research, Evaluation and Statistics (1998, 2000)  
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