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AN ACT
Amendi ng the act of August 26, 1971 (P.L.351, No.91), entitled

"An act providing for a State Lottery and adm nistration

t hereof ; authorizing the creation of a State Lottery

Commi ssion; prescribing its powers and duties; disposition of

funds; violations and penalties therefor; exenption of prizes

from State and | ocal taxation and naking an appropriation,”
anmendi ng certain definitions and del eting provisions relating

t o PACENET and certain deducti bl es.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The definitions of "maxi mum annual incone,"
"PACENET" and "progrant in section 502 of the act of August 26,
1971 (P.L.351, No.91), known as the State Lottery Law, added
Novenber 21, 1996 (P.L.741, No.134), are anended to read:
Section 502. Definitions.

The foll ow ng words and phrases when used in this chapter



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

* x *

"Maxi mum annual income.” For PACE eligibility, the term
shal | nean annual incone which shall not exceed [$14, 000]
$16,000 in the case of single persons nor [$17,200] $19,200 in
t he case of the conbi ned annual inconme of persons married to
each other. Persons may, in reporting inconme to the Departnent
of Aging, round the anount of each source of incone and the
income total to the nearest whol e dollar, whereby any anount
which is less than 50¢ is elimnated.

* x *

["PACENET." The Pharmaceutical Assistance Contract for the
El derly Needs Enhancenment Tier provided for in this chapter.]

* x *

"Program "™ The Pharmaceutical Assistance Contract for the
El derly (PACE) [and the Pharnmaceutical Assistance Contract for
the El derly Needs Enhancenent Tier (PACENET)] as established by
this chapter, unless otherw se specified.

* x *

Section 2. Sections 519, 520(c) and 521(b) and (d) of the
act, added Novenber 21, 1996 (P.L.741, No.134), are anended to
read:

[ Section 519. The Pharmaceutical Assistance Contract for the
El derly Needs Enhancenent Tier.

(a) Establishnent.--There is hereby established within the
departnment a programto be known as the Pharnmaceuti cal
Assi stance Contract for the Elderly Needs Enhancenent Tier
( PACENET) .

(b) PACENET eligibility.--A claimant with an annual incone
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of not less than $14,000 and not nore than $16,000 in the case
of a single person and of not |ess than $17,200 and not nore
t han $19,200 in the case of the conbined i ncome of persons
married to each other shall be eligible for enhanced
pharmaceuti cal assistance under this section. A person may, in
reporting incone to the departnment, round the anobunt of each
source of incone and the inconme total to the nearest whole
dol | ar, whereby any anount which is |ess than 50¢ is elim nated.
(c) Deductible.--Upon enrollnment in PACENET, eligible
claimants in the incone ranges set forth in subsection (b) shal
be required to nmeet an annual deductible in unreinbursed
prescription drug expenses of $500 per person. To qualify for
the deductible set forth in this subsection the prescription
drug nust be purchased for the use of the eligible claimnt from
a provider as defined in this chapter. The departnent, after
consultation with the board, nay approve an adjustnent in the
deducti bl e on an annual basis.
(d) Copaynent.--For eligible claimnts under this section,
t he copaynent schedul e, which nay be adjusted by the departnent
on an annual basis after consultation with the board, shall be:
(i) eight dollars for noninnovator multiple source
drugs as defined in section 702; or
(ii) fifteen dollars for single-source drugs and
i nnovator rmnultiple-source drugs as defined in section
702. ]
Section 520. Board.
* x *
(c) Review --Using the annual report submtted by the
departnment pursuant to section 2102 and ot her appropriate data

sources, the board shall conduct an annual review The board
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shal | devel op recommendati ons concerni ng any changes in the

| evel of copaynent[, deductible] or in the level of fees paid to
partici pating pharnaci sts. The board shall review the
departnment’'s therapeutic drug utilization review programon an
ongoi ng basis. The board nmay al so reconmend ot her changes in the
structure of the program and direct the departnent to enter into
di scussions with the private contractor concerning amendnents to
the contract, or the department nmay enter into such di scussion
if it deens necessary. The copaynment [or deducti bl e schedul €]
shall only be adjusted on an annual basis.

* * %

Section 521. Penalties.

* x *

(b) GCvil penalty.--1n addition to any appropriate crimn nal
penalty for prohibited acts under this chapter whether or not
that act constitutes a crine under 18 Pa.C. S. (relating to
crinmes and of fenses), a provider who violates this section may
be liable for a civil penalty in an anpbunt not |ess than $500
and not nore than $10,000 for each violation of this act which
shall be collected by the departnent. Each violation constitutes
a separate offense. If the departnment collects three or nore
civil penalties against the sanme provider, the provider shall be
ineligible to participate in [either] PACE [or PACENET] for a
period of one year. If nore than three civil penalties are
coll ected fromany provider, the departnment may determ ne that
the provider is permanently ineligible to participate in PACE
[ or PACENET].

* x *

(d) Repaynent of gain.--Any provider, recipient or other

person who is found guilty of a crime for violating this chapter
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shall repay three tinmes the value of the naterial gain received.
In addition to the civil penalty authorized pursuant to
subsection (b), the departnment may require the provider,

reci pient or other person to repay up to three tines the val ue
of any material gain to PACE [ or PACENET].

Section 3. The definitions of "covered prescription drug,"
"PACENET" and "provider"” in section 702 of the act, added
Novenber 21, 1996 (P.L.741, No.134), are anended to read:
Section 702. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

* x *

"Covered prescription drug.” A legend drug, insulin, an
insulin syringe or an insulin needle eligible for paynent by the

Commonweal t h under PACE[, PACENET] or designated pharmaceuti cal

pr ogr ans.
["PACENET." The program established under section 519.]
"Provider." A licensed pharmacy or di spensing physician

enrolled as a provider in PACE[, PACENET] or designated
phar maceuti cal prograns.

* x *

Section 4. Sections 703, 704(b)(1), 705, 706(b), 709 and
2102 of the act, added Novenber 21, 1996 (P.L.741, No.134), are
amended to read:

Section 703. Rebate agreenent.

(a) Requirenent.--PACE[, PACENET] and desi gnated

pharmaceuti cal progranms shall not reinburse for any covered

prescription drug without a rebate agreenent between the
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departnment and the manufacturer of the covered prescription
dr ug.

(b) Exception.--Subsection (a) shall not apply if the
avai lability of the drug is essential to the health of eligible
claimants as determ ned by the departnent.

(c) Agreenents.--Mnufacturers of prescription drugs
rei mbursed under PACE[, PACENET] and desi gnated pharmaceuti cal
progranms nust enter into a rebate agreenent with the depart nent
under this chapter to obtain such reinbursenent. Nothing in this
chapter shall be deenmed to affect or inpair any agreenment nade
under the former provisions of Chapter 6 of the act of August
14, 1991 (P.L.342, No.36), known as the Lottery Fund
Preservation Act.

(d) Notice.--The departnment shall notify enrolled providers
of PACE[, PACENET] and desi gnated pharnaceutical progranms on an
annual basis and, as appropriate, of all manufacturers who have
entered into a rebate agreenent.

(e) Drug formulary.--Except as provided in section 512,
there shall be no drug formulary, prior or retroactive approval
systemor any simlar restriction inposed on the coverage of
out pati ent drugs made by nmanufacturers who have agreenents in
effect wwth the Commonwealth to pay rebates for drugs utilized
i n PACE [and PACENET], provided that such outpatient drugs were
approved for marketing by the Food and Drug Admi nistration. This
subsection shall not apply to any act taken by the departnent
pursuant to its therapeutic drug utilization review program
under section 505.

Section 704. Terns of rebate agreenent.

* * %

(b) Information.--
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(1) The departnment shall report to each manufacturer,
not later than 60 days after the end of each cal endar
quarter, information by zip code of provider on the total
nunber of dosage units of each covered prescription drug
rei mbursed under PACE[, PACENET] and desi gnated
pharmaceutical progranms during the quarter.

* x *

Section 705. Anopunt of rebate.
(a) Single-source drugs and innovator multiple-source

drugs.--Wth respect to single-source drugs and i nnovator

mul ti pl e-source drugs, each manufacturer shall remt a rebate to

t he Commonweal t h. Except as otherw se provided in this section,

t he amount of the rebate to the Commonweal th per cal endar

gquarter with respect to each dosage formand strength of single-

source drugs and innovator multiple-source drugs shall be as

foll ows:

(1) For quarters beginning after Septenber 30, 1992, and
endi ng before January 1, 1997, the product of the total
nunber of units of each dosage formand strength rei nbursed
by PACE and Ceneral Assistance in the quarter and the
di fference between the average manufacturer price and 85% of
that price, after deducting customary pronpt paynent
di scounts, for the quarter.

(2) For quarters beginning after Decenber 31, 1996, the
product of the total nunber of units of each dosage form and
strength rei nbursed by PACE[, PACENET] and desi gnated
pharmaceutical progranms in the quarter and the difference
bet ween the average nmanufacturer price and 83% of that price,
after deducting customary pronpt paynent di scounts.

(b) Rebate for other drugs.--
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(1) The amount of the rebate to the Commonwealth for a
cal endar quarter with respect to covered prescription drugs
whi ch are noni nnovator multipl e-source drugs shall be equal
to the product of:

(i) the applicable percentage of the average

manuf acturer price, after deducting customary pronpt

paynment discounts, for each dosage form and strength of

such drugs for the quarter; and
(ii) the nunmber of units of such form and dosage

rei nbursed by PACE and CGeneral Assistance in the quarter.

(2) For the purposes of paragraph (1), the applicable
percentage for cal endar quarters begi nning after Septenber
30, 1992, and ending before January 1, 1997, is 11%

(c) Revised rebate for other drugs.--Beginning after
Decenber 31, 1996:

(1) The armount of the rebate to the Commonwealth for a
cal endar quarter with respect to covered prescription drugs
whi ch are noni nnovator multipl e-source drugs shall be the
greater of the product of:

(i) the applicable percentage of the average

manuf acturer price, after deducting customary pronpt

paynent discounts, for each dosage form and strength of

such drugs for the quarter; and

(ii) the nunmber of units of such form and dosage
rei nbursed by PACE[, PACENET] and desi gnated
pharmaceutical progranms in the quarter

(2) For purposes of paragraph (1), the applicable
percentage is 17%

(d) Drugs approved after act takes effect.--In the case of a

covered outpatient drug approved for marketing after the
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effective date of the act of August 14, 1991 (P.L.342, No. 36),
known as the Lottery Fund Preservation Act, any reference to
January 1, 1991, shall be a reference to the first day of the
first nonth during which the drug was narket ed.

Section 706. Excessive pharmaceutical price inflation discount.

* x *

(b) Revised general rule.--A discount shall be provided to
the departnent for all covered prescription drugs. The di scount
shal | be cal cul ated as foll ows:

(1) For each quarter for which a rebate under section
705(a) and (c) is to be paid after Decenber 31, 1996, the
average manufacturer price for each dosage form and strength
of a covered prescription drug shall be conpared to the
average manufacturer price for the same formand strength in
t he previous cal endar year and a percentage increase shall be
cal cul at ed.

(2) For each quarter under paragraph (1), the average
percentage increase in the Consunmer Price |Index-U ban over
the sane quarter in the previous cal endar year shall be
cal cul at ed.

(3) |If the calculation under paragraph (1) is greater
than the cal cul ati on under paragraph (2), the discount anobunt
for each quarter shall be equal to the product of:

(1) the difference between the cal cul ati ons under
par agraphs (1) and (2); and

(i1i) the total nunber of units of each dosage form
and strength rei nbursed by PACE[, PACENET] and desi gnated
pharmaceuti cal progranms and the average manufacturer
price reported by the manufacturer under section

704(c) (1).
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* * %

Section 709. Disposition of funds.

(a) PACE [and PACENET].--Money received under this chapter
in connection with PACE [and PACENET] shall be deposited in the
Phar maceuti cal Assistance Contract for the Elderly Fund.

(b) Designated pharnaceutical prograns.--Mney received
under this chapter in connection with designated pharnaceuti cal
prograns shall be treated as a refund of expenditures to the
appropriation which originally provided the funding for the
phar maceuti cal purchase.

Section 2102. Annual report to CGeneral Assenbly.

(a) Subm ssion of report.--The departnent shall submt a
report no later than April 1 of each year to the chairman and
mnority chairman of the Aging and Youth Committee of the
Senate, the chairman and minority chairman of the Aging and
Youth Conmittee of the House of Representatives and the
Phar maceuti cal Assistance Revi ew Board.

(b) Collection of data.--The departnment shall maintain
nmonthly statistical records on PACE [ and PACENET], including the
| evel of participation and any patterns of unusual drug usage
for purposes of fornulating the annual report.

(c) Information for inclusion in annual report.--The annual
report shall contain, but not be [imted to, all information
relating to:

(1) The nunber of persons served by PACE [ and PACENET]
and their counties of residence.

(2) A breakdown of the nunmbers and ki nds of
phar maceuti cal s used.

(3) The cost of prescriptions.

(4) An estimate of actual expenses incurred by
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pharmaci sts participating in the program

(5) The results obtained by the drug educati on program
under section 522.

(6) Information regarding the operation of the
t herapeutic drug utilization review systemfor the prior
cal endar year, which shall include, at a m ni num

(i) The scope of physician and pharmaci st
participation in the system

(ii) A description of clainmnt response to the
system

(i1i1) Data for each nmonth of the covered period
regardi ng the nunber of prescription revisions based on
utilization review, including drug information, cost
savings and the policy used by the departnent to make
utilization review decisions.

(7) Information on the existence and scope of fraudul ent
activity and violations of this act by providers
participating in PACE [ and PACENET].

(8) Information regarding the financial status of PACE
[and PACENET], including, but not limted to, the adequacy of
any applicabl e deducti bl e and copaynent |evels, based upon
t he financial experience and projections of PACE [and
PACENET] .

Section 5. This act shall take effect in 60 days.
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