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FISCAL SUMMARY

______________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	 - $412,470 (purchase) or- $347,537 (lease)
	- $543,844 (purchase) or

- $553,911 (lease)
	

	Net Effect
	
	- $412,470 (purchase) or

- $347,537 (lease)
	- $543,844 (purchase) or

- $553,911 (lease)
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  The proposed legislation creates several new offenses relating to prescription drugs, prescription blanks and controlled substances. In addition, the bill requires the Cabinet for Human Resources to develop a system for monitoring controlled substances dispensed within the Commonwealth.
PROVISION/MECHANICS:  Sections 1 through 13 and 16 through 20 of the bill establish new offenses relating to trafficking and illegal dispensing of prescription drugs, trafficking in prescription blanks, and controlled substances. Section 14 of the bill requires the Cabinet for Human Resources to establish a system for monitoring Schedules II, III, IV and V controlled substances that are dispensed within the Commonwealth by a practitioner or pharmacist.
FISCAL EXPLANATION:  BR 1173 has fiscal implications for both the Cabinet for Human Resources and the Department of Corrections.

Cabinet for Human Resources Impact
The bill requires the Cabinet for Human Resources to establish a system for monitoring Schedules II, III, IV and V controlled substances. In accordance with the recommendations of the Prescription Drug Abuse Task Force, the Cabinet has indicated that it will develop a "batch" system rather than a "real time on-line" system because the batch system will serve the needs of the program at substantially less cost.

Based on existing contracts for similar systems in other states, the Cabinet estimates that it can obtain the services of a third party administrator to collect and report on 5 million prescriptions on an annual basis at a cost of $0.08 per prescription. The cabinet anticipates that the contract will be effective as of 1/1/99, creating an expense for 6 months of FY 1998-99. 

Estimated Contract Cost
FY 1998 - 99    $200,000

FY 1999 - 00    $400,000

The Cabinet indicated that additional staffing needs include at a minimum, one additional computer programmer and two investigators. Staffing information provided by the cabinet indicates an additional annual cost for each employee at $37,800 for FY 1998 - 99, and $39,690 for FY 1999 - 00. These estimates include salary, fringe and operating costs.  Additional costs attributable to the new employees are estimated to be approximately $14,070 for FY 1998 - 99, and $14,774 for FY 1999 - 00. It is anticipated that the new employees will be hired at the beginning of FY 1998 - 99.

Estimated Labor Cost
FY 1998 - 99    $127,470

FY 1999 - 00    $133,844

The Cabinet estimates that additional equipment needs include the purchase or lease of 8 additional work stations, 1 file server, 7 printers, and networking materials.  In addition, staff will have to be trained. If the equipment is purchased, the estimated up front expense is $75,000, with annual maintenance expenses of $10,000. If the equipment is leased, (leasing is currently not permitted using state price contracts, however the cabinet is working on obtaining the authority to lease equipment) the Cabinet will need an increase in operating expenses of $20,067 per year for the three year life of the lease. Equipment will be purchased or leased in the first year of the biennium.

Estimated Equipment Cost
If purchased:

FY 1998 - 99    $85,000

FY 1999 - 00    $10,000

If leased:

FY 1998 - 99    $20,067

FY 1999 - 00    $20,067

It is anticipated that the implementation of this monitoring system will result in cost savings in other state programs, most notably, the state Medicaid program. A study of prescription drug monitoring systems in 10 states conducted by the GAO in 1992 revealed Medicaid cost savings in some states of as much as $27 million over two years.  Information is not available to estimate the potential cost savings related to the implementation of a monitoring system in Kentucky.

Corrections Fiscal Implications
The impact of BR 1173 on the Department of Corrections is minor. The Department of Corrections estimates that BR 1173 could result in 10 new commitments each year with a sentence of 1 year. Based on recent parole board statistics, the Department estimates that 3 inmates will be paroled at their first eligibility hearing (3 months) with the remaining serving out their sentence. Based on actual FY 97 incarceration costs, the Department estimates the corrections impact to be $86,612 per year. Given that the monitoring system will not be fully operational until the second year of the biennium, and the fact that the legal process takes time, the impact of this legislation on the Department of Corrections will probably be very minimal during the 1998 - 00 biennium.
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